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PROCEEDINGS  AND  DEBATES  OF  THE  ^^      CONGRESS,  SECOND  SESSION 


HOUSE  OF  REPRESENTATIVES— W'erf/icsrfai^,  September  17,  1986 


The  House  met  at  12  noon. 

The  Chaplain,  Rev.  James  David 
Ford.  D.D.,  offered  the  following 
prayer: 

Teach  us  each  day,  O  gracious  God, 
to  value  the  opportunities  to  meditate 
about  the  gifts  of  the  human  spirit. 
We  thank  You  that  You  have  created 
us  in  Your  image  and  that  You  have 
given  us  the  capacity  to  know  faith 
and  hope  and  love,  and  that  we  can 
share  those  values  of  the  spirit  with 
those  about  us.  Help  us  to  deepen  our 
understanding  of  all  Your  gifts  to  us 
that  our  lives  may  better  reflect  the 
wonder  and  beauty  and  potential  of 
every  person  of  Your  creation.  In 
Your  name,  we  pray.  Amen. 


agreeing  votes  of  the  two  Houses  on 
the  amendments  of  the  Senate  to  the 
bill  (H.R.  3622)  "An  act  to  amend  title 
10,  United  States  Code,  to  strengthen 
the  position  of  Chairman  of  the  Joint 
Chiefs  of  Staff,  to  provide  for  more  ef- 
ficient and  effective  operation  of  the 
Armed  Forces,  and  for  other  pur- 
poses." 

The  message  also  announced  that 
the  Senate  had  passed  a  bill  of  the  fol- 
lowing title,  in  which  the  concurrence 
of  the  House  is  requested: 

S.  1311.  An  act  to  authorize  the  Smithso- 
nian Institution  to  plan,  design,  and  con- 
struct facilities  for  the  National  Air  and 
Space  Museum. 


THE  JOURNAL 

The  SPEAKER.  The  Chair  has  ex- 
amined the  Journal  of  the  last  day's 
proceedings  and  announces  to  the 
House  his  approval  thereof. 

Pursuant  to  clause  1,  rule  I,  the 
Journal  stands  approved. 


MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate  by  Mr. 
Hallen.  one  of  its  clerks,  announced 
that  the  Senate  had  passed  with 
amendments  in  which  the  concurrence 
of  the  House  is  requested,  bills  of  the 
House  of  the  following  titles: 

H.R.  4021.  An  act  to  extend  and  improve 
the  Rehabilitation  Act  of  1973;  and 

H.R.  4350.  An  act  to  amend  the  Wild  and 
Scenic  Rivers  Act,  and  for  other  purposes. 

The  message  also  armounced  that 
the  Senate  insists  upon  its  amendment 
to  the  bill  (H.R.  4021)  "An  act  to 
extend  and  improve  the  Rehabilita- 
tion Act  of  1973,"  disagreed  to  by  the 
House,  agrees  to  the  conference  asked 
by  the  House  on  the  disagreeing  votes 
of  the  two  Houses  thereon,  and  ap- 
points Mr.  Hatch,  Mr.  Weicker.  Mr. 
Stafford,  Mr.  Nickles,  Mr.  Thur- 
mond. Mr.  Kerry,  Mr.  Simon.  Mr. 
Kennedy,  and  Mr.  Dodd  to  be  the  con- 
ferees on  the  part  of  the  Senate. 

The  message  also  smnounced  that 
the  Senate  agrees  to  the  report  of  the 
committee  of  conference  on  the  dis- 


announcement  by  the 

SPEAKER 

The  SPEAKER.  The  Chair  desires 
to  make  an  announcement. 

After  consultation  with  the  majority 
and  minority  leaders,  and  with  their 
consent  and  approval,  the  Chair  an- 
nounces that  tomorrow  when  the 
Houses  meet  in  joint  meeting  to  re- 
ceive the  President  of  the  Republic  of 
the  Philippines,  only  the  doors  imme- 
diately opposite  the  Speaker  and  those 
on  his  left  and  right  will  be  open. 

No  one  will  be  allowed  on  the  floor 
of  the  House  who  does  not  have  the 
privilege  of  the  floor  of  the  House. 

Children  of  Members  will  not  be  per- 
mitted on  the  floor,  and  the  coopera- 
tion of  alLthe  Members  is  requested. 


APPOINTMENT  OF  CONFEREES 
ON  H.R.  5233,  DEPARTMENTS 
OF  LABOR,  HEALTH  AND 
HUMAN  SERVICES,  AND  EDU- 
CATION AND  RELATED  AGEN- 
CIES APPROPRIATIONS  ACT, 
1987 

Mr.  NATCHER.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
Speaker's  table  the  bill  (H.R.  5233) 
making  appropriations  for  the  Depart- 
ments of  Labor,  Health  and  Human 
Services,  and  Education,  and  related 
agencies,  for  the  fiscal  year  ending 
September  30,  1987,  and  for  other  pur- 
poses, with  Senate  amendments  there- 
to, disagree  to  the  Senate  amend- 
ments, and  agree  to  the  conference 
asked  by  the  Senate. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Kentucky?  The  Chair  hears  none,  and 
appoints  the  following  conferees: 
Messrs.  Natcher,  Smith  of  Iowa, 
Obey,  Roybal.  Stokes,  Early,  Dwyer 
of    New    Jersey,     Hoyer,     Whitten, 

CONTE,     I*URSELL,     PORTER,      YOUNG     Of 

Florida,  and  Michel. 


REPORT  ON  HOUSE  JOINT  RESO- 
LUTION   730,    CONTINUING    AP- 
PROPRIATIONS, 1987  ' 
Mr.  WHITTEN,  from  the  Committee 
on  Appropriations,  submitted  a  privi- 
leged report  (Rept.  No.  99-831)  on  the 
joint  resolution  (H.J.  Res.  730)  making 
continuing     appropriations     for     the 
fiscal  year   1987,  and  for  other  pur- 
poses, which  was  referred  to  the  Union 
Calendar  and  order  to  be  printed. 


STOP  THE  HEMORRHAGE  OF 
AMERICAN  JOBS 

(Mr.  McCLOSKEY  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  McCLOSKEY.  Mr.  Speaker,  the 
casualties  of  America's  trade  war  con- 
tinue to  mount  in  the  Eighth  District 
of  Indiana,  with  1,000  jobs  being  an- 
nounced as  gone  this  morning.  These 
are  onfe'oing  casualties  of  the  adminis- 
tration's $170  to  $200  billion  annual 
trade  deficits. 

This  morning.  Zenith  in  Evansville 
announced  that  it  would  permanently 
lay  off  250  to  300  people  in  January. 
Whirlpool,  another  major  employer, 
said  that  it  will  lay  off  725  workers 
until  it  can  retool  one  of  its  refrigera- 
tor assembly  lines.  This  will  take  a 
least  18  months.  These  lossfes.  Mr. 
Speaker,  mean  over  $20  million  in 
wages  yearly  to  the  Evansville  area. 


n  This  symbol  represents  the  time  of  day  during  the  House  proceedings,  e.g.,  D  1407  is  2:07  p.m. 
Matter  set  in  this  typeface  indicates  words  inserted  or  appended,  rather  than  spoken,  by  a  Member  of  the  House  on  the  floor. 
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To  add  insult  to  injury,  in  the 
Zenith  layoffs,  these  jobs  will  be  ex- 
ported to  Mexico.  The  administration 
may  think  that  this  is  a  good  thing  be- 
cause it  will  help  Mexico  pay  it  debts, 
but  there  are  1,000  American  citizens 
today  in  southwestern  Indiana  who 
are  wondering  how  they  are  going  to 
pay  their  debts. 

The  added  tragedy  is  that  we  could 
see  this  problem  coming.  Fifty-five 
percent  of  the  color  television  compo- 
nents sold  in  the  United  States  this 
July  were  from  Far  Eastern  countries, 
a  123-percent  increase  over  the  previ- 
ous July. 

The  color  television  industry  in  the 
United  States  has  pleaded  for  stricter 
enforcement  oi  antidumping  orders 
and  proi>er  classification,  of  parts 
coming  in  from  Mexico.  I  call  on  the 
administration  and  the  Senate  to  take 
swift  action  on  the  trade  bill  approved 
by  the  House  to  stop  the  hemorrhage 
of  American  jobs,  which  has  totaled  2 
million  over  the  last  5  years. 


SHUT  DOWN  SOVIET  SPYING  AT 
THE  UNITED  NATIONS 

•(Mr.  BROOMFIELD  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks. ) 

Mr.  BROOMFIELD.  Mr.  Speaker, 
the  administration's  decision  today  to 
expel  25  Soviet  United  Nations  em- 
ployees in  retaliation  for  the  detention 
of  journalist  Nick  Daniloff  is  a  good 
first  step.  But  why  not  go  further? 

The  huge  Soviet  contingent  at  the 
United  Nations  is  a  major  Soviet 
spying  base.  Mr.  Zakharov  was  one  of 
nearly  500  Soviet  nationals  who  work 
at  the  secretariat.  As  many  as  one- 
third  of  these  employees  gather  intel- 
ligence. This  does  not  include  the 
large  number  of  Soviets  who  work  at 
the  Soviet  Mission  to  the  United  Na- 
tions. Their  spying  is  so  obvious  to  le- 
gitimate U.N.  employees  that  they 
Joke  about  the  Soviets  never  doing  any 
work.  They  are  too  busy  spying. 

Using  the  United  Nations  as  a  base 
of  spying  operations  violates  the 
United  Nation's  rules.  Soviet  abuse  of 
the  U.N.  Charter  caused  the  Daniloff 
affair.  Let's  shut  down  the  Soviet 
spying  business  at  the  United  Nations 
before  another  incident  happens. 


DRUNK  DRIVING  LEGISLATION 

(Mr.  DORGAN  of  North  Dakota 
asked  and  was  given  permission  to  ad- 
dress the  House  for  1  minute  and  to 
revise  and  extend  his  remarks.) 

Mr.  DORGAN  of  North  Dakota.  Mr. 
Speaker,  I  am  introducing  legislation 
today  to  encourage  the  States  to  take 
a  tougher  stand  on  drunk  driving. 

The  bill  I  am  introducing  would  re- 
quire States  to  enact  laws  putting  the 
legal  intoxication  rate  at  0.10.  and 


would  require  States  to  prohibit  open 
alcohol  containers  in  vehicles. 

Every  23  minutes  somebody  in  this 
country  dies  from  an  alcohol-related 
crash.  Within  the  past  10  years  we 
have  had  a  quarter  million  deaths. 
This  year  25,000  people  will  die  on  the 
highways  as  a  result  of  alcohol-related 
accidents. 

It  is  incredible— but  possible— that 
you  can  drive  from  the  Canadian 
border  up  near  New  Hampshire  to 
Pensacola,  FL,  and  then  go  over  to 
Reno,  NV,  and  you  can  drink  all  along 
the  way,  because  on  your  route,  every 
one  of  those  States  allows  you  to  drink 
while  you  drive.  I  think  that  that  is 
wrong.  I  am  proposing  some  legislation 
by  which  we  in  the  Federal  Govern- 
ment provide  strong,  strong  incentives 
to  require  the  States  to  change  it. 


THIRTY-TWO  YEARS  OF 
IRRESPONSIBILITY 

(Mr.  PORTER  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarlts. ) 

Mr.  PORTER.  Mr.  Speaker,  it  is 
time  once  again,  Mr.  Speaker,  to  ob- 
serve the  rite  of  passage  of  another 
continuing  resolution.  This  year's  con- 
tinuing resolution  includes  all  13  ap- 
propriations bills,  is  at  least  $2  billion 
above  Gramm-Rudman  outlay  targets 
and  contains  a  slew  of  otherwise  unau- 
thorized programs,  at  least  20  of  them 
costing  nearly  $20  billion. 

The  continuing  resolution,  Mr. 
Speaker,  has  become  a  Frankenstein 
monster.  It  has  grown  out  of  all  pro- 
portion. It  is  not  humanly  possible  to 
know  what's  in  it  and,  therefore,  to 
vote  for  it  responsibly.  Debate  is  limit- 
ed. Power  is  concentrated  in  the  hands 
of  a  few.  People  can  sneak  things  in 
that  we  cannot  knock  out— the  bill 
gets  loaded  up  and  deficit  rises.  The 
system  no  longer  allows  real  choices. 
Meanwhile,  we  work  with  one  eye  on 
the  hour  glass. 

The  year  1954  was  the  last  time  Con- 
gress cleared  all  appropriations  bills 
on  time.  Thirty-two  years  have  passed 
since  Congress  operated  in  a  manner 
which  followed  the  normal  legislative 
process  and  finished  its  job  properly: 
32  years  of  irresponsibility  and  nation- 
al disgrace.  Mr.  Speaker,  let's  start 
now  to  ensure  there  will  be  no  con- 
tinuing resolution  for  fiscal  year  1988. 


TAX  CONFISCATION 

(Mr.  MARLENEE  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  MARLENEE.  Mr.  Speaker.  I  c^ll 
it  confiscation,  some  call  it  tax  reform 
but  one  thing  I  do  know  is  that  mil- 
lions of  voters  will  be  mad  when  they 
find  out  that  their  trusted  Congress- 
man expropriated  their  property  be- 


cause they  lost  their  ability  to  treat 
the  paper  profits  as  capital  gains. 

In  some  cases  the  tax  because  of  in- 
flation will  be  more  than  the  original 
purchase  price. 

No  one  is  more  angry  than  when 
their  blood,  sweat,  tears,  gains,  and  re- 
tirement funds  have  been  confiscated. 

Example:  A  50-year-old  bread  winner 
suffers  a  heart  attack,  and  must  sell 
his  home  and  move  to  a  care  facility. 
He  paid  $40,000  in  1950  and  the  home 
is  now  worth  $240,000.  He  will  pay  the 
full  force  income  tax  on  the  $200,000 
inflation  paper  gain. 

Example:  A  producer  in  financial  dif- 
ficulty is  forced  to  sell  some  real 
estate  to  reduce  debt  and  restructure 
debt.  He  finds  out  that  the  Congress- 
man requires  him  to  pay  full  tax  on  in- 
flated land  values,  what  the  bank 
doesn't  take  the  IRS  does.  Now.  that's 
real  confiscation. 


ANGOLA 


(Mr.  STUDDS  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  STUDDS.  Mr.  Speaker,  last, 
year.  Secretary  of  State  Shultz  warned 
that  United  States  aid  to  rebels  in 
Angola  would  lead  only  to  a  military 
stalemate  at  higher  levels  of  violence 
and  that  such  a  stalemate  would  serve 
the  interests  of  Moscow.  Unfortunate- 
ly, a  military  stalemate  at  higher 
levels  of  violence  has  since  become 
United  States  policy  toward  Angola. 

The  House  will  vote  later  today  on 
whether  to  continue  this  policy;  a 
policy  that  is  neither  understood  nor 
supported  by  the  American  people; 
and  that  undermines  United  States  in- 
terests and  objectives  throughout  the 
African  Continent. 

Lesson  one  in  superpower  relations 
is  that  you  don't  win  a  battle  for  re- 
gional influence  if  you  get  the  local 
politics  wrong.  By  aiding  the  Angolan 
rebels,  we  have  become  the  allies  of 
South  Africa;  and  as  allies  of  South 
Africa  we  wiTK  be  viewed— inevitably— 
as  enemies  of  the  African  people.  That 
is,  to  say  the  least,  getting  the  local 
politics  wrong. 

Let  us  take  advantage,  today,  of  the 
chance  to  get  the  politics  right,  and 
bring  the  debate  over  United  States 
policy  toward  Angola  into  the  open 
where  it  belongs. 


IN  SUPPORT  OF  THE  HAMILTON 
AMENDMENT.  SECTION  107  OP 
THE  INTELLIGENCE  AUTHORI- 
ZATION ACT 

(Mr.  FAUNTROY  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarlcs.) 

Mr.  FAUNTROY.  Mr.  Speaker,  this 
evening  we  will  be  completing  our 
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annual  congressional  baseball  game 
when  Democrats  and  Republicans 
alike  take  the  field  to  play.  I  rise  to 
ask  my  colleagues  to  help  Congress  go 
2  for  2  in  the  effort  to  bring  nonvio- 
lent social  change  to  South  Africa.  We 
hit  a  clean  single  last  Friday  when  we 
approved  a  comprehensive  sanction 
bill  which  freedom-loving  people 
aroimd  the  world  now  recognize  as  the 
best  nonviolent  tool  remaining  to  us  to 
help  bring  an  end  to  apartheid. 

Today,  we  have  an  opportunity  to 
hit  a  second  single  for  nonviolent 
change,  the  retention  of  section  107  of 
the  Intelligence  Authorization  Act 
which  would  make  congressional 
debate  and  approval  a  precondition  of 
any  United  States  governmental  sup- 
port for  military  or  paramilitary  oper- 
ations in  Angola.  Rejection  of  the 
Stump  amendment  to  strike  section 
107  would  be  the  first  step  toward 
ending  United  States  aid  to  the  apart- 
heid-sponsored UNITA  forces  whose 
blowing  up  of  bridges,  railroads,  and 
farms  as  a  part  of  South  Africa's 
effort  to  prevent  the  frontline  nations, 
rich  in  the  same  vital  resources  the 
West  receives  from  South  Africa,  from 
becoming  an  alternative  source  of  the 
precious  metals  and  other  resources  of 
the  region  upon  which  the  West  is  so 
dependent. 

Early  in  the  100th  Congress,  the 
Congressional  Black  Caucus  will 
present  a  package  for  development  as- 
sistance to  the  frontline  nations.  Ap- 
proval of  that  package  will  enable  us 
to  go  3  for  3  in  support  of  a  nonviolent 
change  in  the  region. 

For  now,  however,  let's  be  sure  we  go 
2  for  2  by  adding  to  our  excellent  vote 
of  last  Friday  for  sanctions,  a  prudent 
vote  to  retain  section  107  in  the  bill. 


the  wake  of  the  disintegrating  dollar 
will  cause  great  suffering  in  all  walks 
of  life,  in  this  country  and  abroad, 
unless  Congress  decides,  at  this  late 
hour,  to  renew  our  insurance  policy, 
by  fixing  the  gold  content  of  the 
dollar. 


BAKER  IN  BAKER  STREET 

(Mr.  DANNEMEYER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 

Mr.  DANNEMEYER.  Mr.  Speaker, 
Sherlock  Holmes  was  once  called  upon 
to  help  solve  an  intractable  case  of 
arson.  After  5  minutes  of  investigation 
the  sleuth  annoimced  that  the  crime 
was  self-inflicted.  Dr.  Watson  object- 
ed: "But  why  would  th?"  owner  do 
something  as  foolish  as  burning  down 
his  own  house?"  The  great  detective 
answered:  "Elementary,  my  dear 
Watson.  The  property  was  overin- 
sured,  and  the  owner  saw  this  as  his 
chance  to  cash  in  on  his  policy." 

Mr.  Speaker,  if  the  Sherlock  Holmes 
tried  to  find  the  motifs  for  the  crime 
of  self-inflicted  depreciation  of  the 
dollar  in  1986,  his  skills  would  be  put 
to  a  much  more  rigorous  test.  Uncle 
Sam  canceled  his  insurance  policy 
against  currency  depreciation,  the  me- 
tallic dollar,  15  years  ago. 

The  damage  caused  by  the  mindless 
destruction  of  the  value  of  savings  in 


THE  DRUG  BILL 

(Mr.  SCHEUER  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  SCHEUER.  Mr.  Speaker,  Tues- 
day's New  York  Times  editorial  enti- 
tled "More  Bang,  Less  Buck  on  Drugs" 
chided  President  Reagan,  and  to  a 
lesser  degree  this  body,  for  promoting 
antidrug  initiatives  that  provide  vast 
sums  of  money  for  Federal  enforce- 
ment and  drug  interdiction  efforts,  but 
little  new  funds  for  drug  crop  eradica- 
tion in  source  countries  and  for  drug 
treatment  programs. 

I  agree  with  the  Times,  but  the  edi- 
torial didn't  go  far  enough  because  it 
failed  to  point  out  the  crying  need  for 
comprehensive  drug  education  pro- 
grams aimed  at  our  N.ation's  youth. 

For  more  than  15  years,.  I  have 
argued  that  we  must  put  more  empha- 
sis on  reducing  the  demand  for  drugs 
in  this  country,  rather  than  expending 
all  of  our  resources  on  the  seemingly 
insurmountable  task  of  stopping  the 
supply  of  drugs. 

Law  enforcement  officials  at  all 
levels  now  agree. 

But  mere  drug  education  is  not 
enough— as  the  Times  noted  this 
morning  in  a  front  page  story,  some 
antidrug  education  efforts  do  more 
harm  than  good  because  they  encour- 
age curious  youngsters  to  experiment 
with  drugs. 

An  effective  drug  education  program 
must  be  designed  to  modify  the  behav- 
ior of  Americsuns  toward  illegal  drugs. 

We  have  succeeded  in  changing  be- 
havior among  Americans  in  many 
areas— tobacco  smoking,  dietary 
habits,  exercise,  and  drunk  driving,  to 
name  a  few. 

And  we  can  change  behavior  con- 
cerning drug  abuse  if  our  Nation  will 
commit  to  a  massive  education  pro- 
gram involving  our  schools,  our 
churches,  our  social  and  community 
organizations,  the  work  place,  the 
media,  and,  above  all,  parents. 

The  only  way  to  stop  the  drug  abuse 
epidemic  is  to  modify  behavior  by 
showing  that  drugs  destroy  communi- 
ties, careers,  families,  and  lives. 


Mr.  DURBIN.  Mr.  Speaker,  it  has 
been  4  months  now  since  the  House  of 
Representatives  passed  major  trade 
legislation.  Since  then,  the  President 
has  criticized  us  as  protectionist,  and 
the  other  body  has  been  sitting  on  Its 
collective  hands. 

What  has  been  happening  to  the 
economy?  In  the  month  of  May  this 
year  and  every  month  since— and  you 
may  find  this  hard  to  believe— the 
United  States  has  been  importing 
more  food  than  it  has  been  exporting! 

I  represent  a  farming  district.  Our 
grain  elevators  are  bursting  at  the 
seams.  We  cannot  find  places  to  put 
the  grain  that  we  are  bringing  out  of 
our  fields  and  yet  our  Nation  imports 
more  food  than  it  exports. 

As  a  matter  of  fact,  under  this  ad- 
ministration, we  have  seen  a  steady  de- 
cline in  our  agricultural  exports.  In 
the  manufacturing  sector,  I  am  afraid 
the  story  is  just  as  bad. 

Yesie.-day,  there  was  a  report  that 
the  overall  trade  deficit  for  our  Nation 
was  a  record  $34.7  billion  in  the  second 
quarter,  surpassing  the  Nation's  previ- 
ous record. 

Now  we  can  debate  tax  reform,  we 
can  debate  the  budget  deficit,  and  our 
Nations  drug  crisis;  but  while  we  are 
preoccupied  with  these  subjects,  the 
farmers  and  industrial  workers  in  our 
country  are  losing  their  farms,  their 
homes,  and  their  paychecks  as  a  direct 
result  of  this  administration's  insensi- 
tivity  to  the  trade  deficit. 

If  the  other  body  and  the  President 
do  not  respond  to  the  trade  crisis,  I 
hope  the  electorate  will  on  November 
4. 


OVERALL  TRADE  DEFICIT 

WORSENING  AS  THE  ADMINIS- 
TRATION  CONTINUES   NOT   TO 
ACT 
(Mr.  DURBIir,«SKed-aBd-was  given 

permission  to  address  the  Houke  for  1 

minute  and  to  revise  and  extend  his 

remarks.) 


THE        UNFINISHED        CONGRES- 
SIONAL BASEBALL  GAME 

Mr.  CONTE  asked  and  was  given 
permission  to  address  the  House  for  1 
minute.) 

Mr.  CONTE.  Mr.  Speaker,  there  is  a 
lot  of  unfinished  business  in  this  ses- 
sion of  Congress.  One  of  the  mile- 
stones is  the  Congressional  Baseball 
Game  which  was  literally  drowned  out 
on  July  29  without  completing  a  single 
inning. 

As  the  Republican  manager,  I  was 
content  to  delay  this  game  untU  next 
year.  In  fact,  I  recommended  that  we 
fold  it  into  the  continuing  resolution 
as  a  "no  contest."  But  the  Democrats, 
who  had  a  four-run  lead,  reserved  the 
right  to  object  and  did  so.  They  be-' 
lieve  that  they  might  finally  win  a 
game  for  a  change. 

But,  Mr.  Speaker,  one  incomplete 
inning  does  not  an  official  game  make. 
So  here  we  are  on  this  side  of  the 
aisle,  outnumbered  2  to  1  and  injured 
but  full  of  pride.  We  wiU  not  back 
down  from  the  challenge. 

Tonight  at  7  at  Four  Mile  Run  Base- 
ball Park  in  Alexandria,  we  will  finish 
what  was  started  in  July.  There  are  no 
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frills.  Admission  is  free  and  the  game 
will  be  decided  by  10  p.m.  no  matter 
what  the  inning  or  the  score. 

We  hope  the  staffs  and  other  Mem- 
bers will  join  us  to  reconcile  this  issue. 
I  suspect  it  will  be  the  only  reconcilia- 
tion this  Congress  will  see  this  year. 


FREE  TRADE- WHAT  IS  IT? 

(Mrs.  BENTLEY  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
her  remarks. ) 

Mrs.  BENTLEY.  Mr.  Speaker,  we 
hear  a  great  deal  about  some  people 
being  for  free  trade  others  being  pro- 
tectionist. I  think  we  need  to  get  our 
terms  straight,  particularly  at  this 
time  when  negotiations  under  GATT 
[General  Agreement  of  Tariffs  and 
Trade)  are  underway  in  Uruguay.  It 
has  been  said,  incidentally  that  the 
United  States  is  the  only  nation  that 
abides  by  the  GATT  terms. 

Is  it  free  trade  when  our  trading 
partners  drop  their  domestic  taxes  at 
the  port  of  embarkation  for  their 
export  trade,  but  tax  our  exports 
when  they  enter  the  country?  We  do 
not  give  our  exporters  any  break  on 
their  shipments  abroad.  The  clear 
result  is  that  our  products  labor  under 
double  taxation  while  their  competi- 
tors escape  almost  all  taxes. 

When  someone  says  he  is  for  free 
trade,  does  he  mean  that  this  arrange- 
ment is  part  of  his  definition  of  free 
trade.  Take  a  look  at  the  figures  as 
they  now  exist  with  the  European 
community. 

For  example,  Belgium  has  a  19-per- 
cent VAT— this  means  that  19  percent 
is  knocked  off  the  price  of  Belgian  ex- 
ports when  the  items  reach  Belgian 
ports,  but  the  same  19  percent  is 
added  on  to  United  States  shipments 
into  Belgium.  The  United  States  only 
adds  on  the  GATT  agreed  to  tariff  on 
imports  while  Belgium  and  other  EC 
nations  add  the  tariff  as  well  as  the 
VAT. 

Denmark  has  a  22  percent  VAT— 
works  as  does  Belgium's;  West  Germa- 
ny, a  14  percent  VAT;  Italy.  18  per- 
cent; France,  18  percent;  Netherlands. 
19  percent;  Portugal,  16  percent;  and 
the  United  Kingdom;  16  percent. 

If  this  is  free  trade,  I'll  plead  guilty 
to  protectionism. 


GENERAL  AVIATION  TORT 
REFORM  LEGISLATION 

(Mr.  ANDERSON  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  ANDERSON.  Mr.  Speaker,  as 
you  know,  as  a  result  of  dramatic  in- 
creases in  product  liability  costs, 
American  general  aviation  manufac- 
turers and  their  suppliers  are  leaving 
the  industry  in  record  numbers. 


Last  year,  general  aviation  industry 
costs  for  product  liability  exposure 
was  $70,000  for  each  airplanes  built 
and  delivered.  This  year,  this  figure  is 
expected  to  rise  to  $100.000— which  in 
some  cases  is  twice  the  original  price 
of  the  airplane. 

To  combat  this  serious  problem, 
there  is  legislation  pending,  H.R.  4141. 
the  General  Aviation  Tort  Reform  Act 
of  which  I  am  a  cosponsor.  that  seeks 
to  stabilize  these  enormous  costs  and 
ultimately  reduce  them  so  that  manu- 
facturers can  begin  again  to  produce 
light  aircraft  and  sell  them  at  a  price 
consumers  can  afford. 

Currently,  this  legislation  has  over 
180  bipartisan  cosponsors  and  I  hope  it 
will  be  reported  to  the  House  floor  for 
consideration  prior  to  the  adjourn- 
ment of  this  (Congress.  We  must  not 
let  this  opportunity  slip  through  our 
hands  to  address  this  problem. 


DEFEAT  SECTION  107  OF  THE  IN- 
TELLIGENCE AUTHORIZATION 
ACT 

(Mr.  BURTON  of  Indiana  asked  and 
was  given  permission  to  address  the 
House  for  1  minute  and  to  revise  and 
extend  his  remarks.) 

Mr.  BURTON  of  Indiana.  Mr. 
Speaker,  I  believe  today  we  should 
defeat  section  107  of  the  intelligence 
bill. 

I  have  just  a  few  reasons  why;  and  I 
do  not  understand  why  my  colleagues 
on  the  other  side  of  the  aisle  continue 
to  try  to  oppose  what  the  President  is 
trying  to  do  in  fighting  the  Commu- 
nists in  Angola. 

No.  1,  the  Communists  are  killing 
blacks  in  Angola.  No.  2,  the  Soviets 
sent  $2  billion  last  year  to  Angola.  No. 
3,  the  Soviet  generals  are  in  Angola 
supporting  the  Angolan  army.  No.  4, 
there  are  35.000  to  45,000  Communist 
Cuban  troops  there,  buoying  up  that 
Goverrunent.  No.  5.  the  President 
wants  to  help  freedom  fighters  in 
Angola  in  their  fight  for  freedom. 
Why  should  we  oppose  that? 

No.  6,  we  have  a  vital  stake  in  that 
part  of  the  world;  vital  minerals  that 
are  necessary  for  the  defense  of  this 
country  and  the  economic  health  of 
America;  and  No.  7.  a  rehash  of  the 
Clark  amendment  is  wrong.  It  will 
hurt  Angolan  blacks  fighting  for  free- 
dom and  will  ultimately  hurt  America 
as  well. 

We  should  defeat  section  107  and 
support  the  gentleman  from  Arizona 
[Mr.  StumpI  in  his  efforts  to  do  so. 


A  BARRIER  TO  TOURISM 

(Mr.  BONER  of  Termessee  asked 
and  was  given  permission  to  address 
the  House  for  1  minute  and  to  revise 
and  extend  his  remarks.) 

Mr.  BONER  of  Tennessee.  Mr. 
Speaker,  the  news  that  the  French 
Government  is  now  requiring  U.S.  citi- 


zens to  obtain  tourist  visas,  or  prior 
permission,  to  visit  France  is  very  dis- 
turbing. While  we  can  and  should 
criticize  the  French  Government  for 
imposing  this  visa  restriction  on  Amer- 
icans traveling  to  France,  we  should 
bear  in  mind  that  the  United  States 
remains  one  of  the  most  restrictive 
countries  when  it  comes  to  visa  re- 
quirements. With  the  exception  of 
Canada,  the  Bahamas,  and  British  na- 
tionals in  some  Caribbean  islands,  citi- 
zens of  foreign  countries  are  required 
to  possess  tourist  visas  when  they  visit 
our  country.  This  include  France  and 
all  of  western  Europe. 

Visas  are  a  barrier  to  tourism  and 
travel  between  friendly  nations.  While 
we  certainly  understand  the  terrorism 
threat  that  exists  in  the  world  today, 
the  French  Government  has  overre- 
acted by  imposing  a  visa  requirement 
on  Americans  who  are  often  the  tar- 
gets of  terrorism  and  not  the  instiga- 
tors of  terrorism. 

The  French  Government  may  now 
experience  a  downward  trend  in  tour- 
ism by  making  it  harder  for  Americans 
to  visit  France.  They  have  chosen  to 
reverse  a  longstanding  trend  by  west- 
ern European  nations  since  the  end  of 
World  War  II  to  waive  tourist  visas  for 
U.S.  citizens.  Thirty-five  countries 
eliminated  this  requirement. 

Mr.  Speaker,  requiring  visas  by  trav- 
elers, whether  they  are  French  or 
American,  is  a  form  of  a  trade  barrier, 
impedes  economic  growth,  and  inhibits 
goodwill  among  people.  We  should 
work  together  to  facilitate  and  encour- 
age travel  between  nations  instead  of 
creating  obstacles  for  travelers  at  a 
time  of  international  tension. 


D  1230 


A  TRIBUTE  TO  THE  TIMES-AD- 
VOCATE OF  SAN  DIEGO 
COUNTY 

(Mr.  PACKARD  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  PACKARD.  Mr.  Speaker,  a 
great  journalistic  institution  of  Cali- 
fornia celebrates  its  100th  anniversary 
this  year,  the  Times-Advocate  newspa- 
per of  north  San  Diego  County,  based 
in  the  city  of  Escondido,  which  I  am 
proud  to  represent  in  Congress. 

Its  anticedents  were  founded  in  1886 
and  1891  as  weekly  newspapers  serving 
the  small  community  of  Escondido,  lo- 
cated in  virgin  land  20  miles  north  of 
San  Diego.  The  two  papers  merged  in 
1909,  forming  the  Times-Advocate  we 
know  today. 

Its  reputation  for  independent  news 
coverage  and  editorial  views  has  made 
the  Times-Advocate  one  of  the  leading 
papers  in  California.  Its  clean  lines 
and  impressive  graphics  make  it  a 
pleasure  for  the  eye,  while  its  report- 
ing has  made  it  the  paper  of  record  for 
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much  of  rapidly  growing  north  San 
Diego  County. 

Under  the  current  leadership  of  pub- 
lisher John  Armstrong  and  editor  Will 
Corbin,  the  Times-Advocate  has 
become  a  model  for  growing  dailies 
throughout  the  United  States.  As  it 
begins  its  second  century,  the  Times- 
Advocate  is  stronger  and  better  than 
ever,  and  the  people  of  my  district  are 
well  served  by  its  accuracy  and  depth. 
My  heartiest  congratulations. 


A  POINT  OF  PERSONAL 
PRIVILEGE 

Mr.  DORNAN  of  California.  Mr. 
Speaker,  I  rise  to  a  point  of  personal 
privilege. 

The  SPEAKER  pro  tempore  (Mr. 
MoAKLEY).  The  gentleman  from  Cali- 
fornia [Mr.  DoRNAN]  has  discussed 
this  matter  with  the  Chair,  and  the 
Chair  feels  that  the  gentleman  does 
have  a  case  of  personal  privilege. 

The  gentleman  from  California  [Mr. 
Dornan]  is  recognized  for  1  hour. 

Mr.  DORNAN  of  California.  I  thank 
the  Speaker.  Mr.  Speaker,  I  will  try  to 
m&ke  this  very  brief.  It  was  conceived 
in  humor,  but  it  is  not  so  funny. 

A  fraudulent  letter  was  circulated 
throughout  two  of  our  three  House 
buildings  by  a  young  man  who  claimed 
to  be  a  freshman  student  at  Harvard. 
In  this  350th  year  of  that  great  univer- 
sity, I  do  not  know  why  he  is  not  up 
there  early  starting  his  studies  instead 
of  participating  in  what  I  think  is  a 
rather  ugly  fraud. 

But  I  have  hundreds  of  these  letters 
in  my  office  that  we  were  able  to  ap- 
prehend this  young  man  in  the  Halls 
before  he  had  circulated  all  435. 

It  is  a  letter  that  is  a  fraudulent 
copy  of  what  we  call  here  a  "dear  col- 
league." He  got  a  piece  of  my  station- 
ery, poorly  forged  my  signature,  does 
not  even  use  my  correct  signature 
block  as  I  use  my  full  name.  And  he 
asks  my  colleagues  under  my  name  to 
call  for  National  Make  Pun  of  Con- 
gress Week. 

Now,  he  has  created  a  fraudulent 
"Ben"  Pranking  stamp  that  he  put  in 
the  corner  of  435  letters,  again  using 
my  name  incorrectly.  He  hand  signed 
"by  page"  all  435  of  them  and  had  cir- 
culated the  entire  Rayburn  Building, 
where  most  of  our  senior  Members 
have  their  offices,  and  had  done  the 
fifth  and  fourth  floors  of  the  Carmon 
when  we  caught  him.  He  was  dressed 
as  a  page.  When  I  ticked  off  to  this 
young  man  after  my  staff  brought  him 
back  to  my  office  that  it  is  a  crime,  a 
Federal  crime  to  misuse  the  frank,  to 
personally  circulate  letters  as  though 
he  is  a  postman,  to  dress  as  a  congres- 
sional staffer  and  thereby  impersonate 
a  congressional  staffer  and  to  create  a 
fraudulent  congressional  document. 

Now,  the  main  thing  that  is  sad 
about  this  is  that  it  tends  us  to  lose 
faith  in  "dear  colleague"  letters  be- 


cause we  wonder  if  a  Member  is  doing 
something  very  imaginative  or  very  in- 
novative that  goes  against  the  grain  or 
is  doing  something  in  true  good 
himior.  You  tend  not  to  trust  it  now. 
It  was  only  as  short  a  time  ago  as  1972 
that  there  was  a  mail  drop  in  each  one 
of  our  office  buildings  where  we  could 
submit  bills  and/or  "dear  colleagues" 
at  the  end  of  the  day  and  they  would 
be  circulated  that  much  faster. 

Because  of  an  abuse  of  that  system 
once  by  even  real  congressional  staff- 
ers putting  in  phony  bills,  we  now 
have  to  come  down  to  the  floor,  we 
have  to  sign  our  extensions  of  re- 
marks, we  have  to  sign  our  bills,  and 
that  little  bit  of  faith  and  trust  that 
existed  for  170-some  years  was  shot  a 
decade  and  a  half  ago. 

So  I  am  taking  this  point  of  personal 
privilege  to  point  out  that  what  I  did, 
rather  than  have  this  young  man  ar- 
rested, which  I  could  have,  was  to 
make  up  a  real  "dear  colleague"  deny- 
ing that  there  was  anything  that  I 
thought,  other  than  respect  for  this 
institution.  And  to  make  him  retrace 
all  of  his  steps  which  we  tracked  him 
occasionally  and  he  did.  But  I  under- 
stand that  some  Members  still  think 
that  this  phony  letter  was  a  real  one 
and  they  did  not  get  my  real  followup 
"dear  colleague"  letter. 

Just  let  me  say  in  closing  that  when 
I  had  5  years  of  active  duty  behind  me 
in  the  Air  Force,  I  was  still  only  24 
years  of  age.  I  got  out  of  the  Air  Force 
with  the  intent  of  running  for  office 
and  serving  in  this  great  Congress 
here  on  Capitol  Hill.  It  took  me  19 
years.  And  I  served  6  years  before  I 
was  gerrymandered  out  of  my  seat. 

I  think  I  am  the  only  Member  that 
represents  two  totally  different  areas. 
I  moved  to  Orange  County,  CA,  which 
is  bigger  than  many  States.  2.5  million 
people  almost,  and  I  have  come  back 
twice  and  I  have  seen  many  broken 
hearts  including  our  only  jet  ace  from 
the  Vietnam  conflict  unable  to  come 
here  from  North  Carolina.  I  have  seen 
Medal  of  Honor  winners  lose.  My 
friend  Bruce  Herschenson  of  the  U.S. 
Senate  came  within  three  pmnts  of 
winning  and  came  back  and  lost  by 
less  than  100  votes  for  the  House.  And 
he  served  magnificantly  in  Vietnam. 

I  have  seen  people  try  three  and 
four  times  and  not  make  it.  To  come 
back  here  twice,  as  you  once  said 
about  me.  Mr.  Speaker,  I  reminded 
you  of  that  little  ship  in  the  bottle, 
you  wondered  how  I  got  here. 

I  thought  that  was  a  good  Irish  line 
to  get  offered  me,  but  I  came  back 
with  a  pretty  good  Irish  rejoinder, 
that  a  lot  of  skill,  professionalism  and 
hard  work,  and  once  in  the  bottle,  you 
have  to  break  the  bottle  to  get  that 
little  ship  out. 

I  hope  I  can  stay  here  a  long  as  the 
voters  elect  me.  I  have  nothing  but  re- 
spect for  this  institution. 


There  are  a  lot  of  things  that  we  do 
around  here  or  bills  that  we  pass  that 
are  funny  in  and  of  themselves. 

The  great  Oklahoma  humorist  Will 
Rogers  had  a  lot  of  fun  with  us.  Each 
1  of  the  99  Congresses  has  given  the 
country  a  lot  of  humor.  But  the  insti- 
tution itself,  nothing  funny  about  it;  it 
is  the  greatest  parliamentary  body  on 
the  face  of  this  Earth  in  all  of  history. 
Never  would  I  want  to  make  fun  of 
this  great  body  or  the  one  down  at  the 
other  end  of  the  building.  I  hope  that 
this  will  make  it  clear  to  all  Members 
that  never  was  this  letter  circulated 
with  my  knowledge.  Please  read  all  of 
your  dear  colleagues.  My  real  one  can- 
cels out  this  phony  one. 

I  hope  this  young  man,  David 
Graham,  who  cooked  this  scheme  up 
with  his  grandmother,  and  I  under- 
stand a  few  congressional  staffers  who 
do  think  there  is  something  funny 
around  here,  I  hope  the  young  man 
learns  in  3  years  and  9  months  at  Har- 
vard that  this  is  not  funny  and  he  got 
off  very  light  for  an  affront  to  this 
great  institution. 

Mr.  Speaker,  I  yield  back  the  bal- 
ance of  my  hour. 


CONFERENCE  REPORT  ON  H.R. 
3622,  GOLDWATER-NICHOLS  RE- 
ORGANIZATION ACT  OF  1986 

Mr.  NICHOLS.  Mr.  Speaker,  I  call 
up  the  conference  report  on  the  bill 
(H.R.  3622)  to  amend  title  10,  United- 
States  Code,  to  strengthen  the  posi- 
tion of  Chairman  of  the  Joint  Chiefs 
of  Staff,  to  provide  for  more  efficient 
and  effective  operation  of  the  Armed 
Forces,  and  for  other  purposes. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Pursuant  to  the  rule, 
the  conference  report  is  considered  as 
having  been  read. 

(For  conference  report  and  state- 
ment, see  proceedings  of  the  House  of 
September  12,  1986.) 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Alabama  [Mr.  Nich- 
ols] will  be  recognized  for  30  minutes 
and  the  gentleman  from  Kentucky 
[Mr.  Hopkins]  will  be  recognized  for 
30  minutes. 

The  Chair  recognizes  the  gentleman 
from  Alabama  [Mr.  Nichols]. 

Mr.  NICHOLAS.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  the  House  debated 
Joint  Chiefs  of  Staff  legislation  on  No- 
vember 20,  1985,  and  passed  H.R.  3622 
by  a  vote  of  383  to  27.  The  House  de- 
bated legislation  to  reorganize  the 
other  elements  of  the  Department  of 
Defense  on  August  5  of  this  year  and 
approved  reorganization  legislation  as 
an  amendment  to  the  Defense  Author- 
ization Act  by  a  vote  of  406  to  4.  The 
conference  met  formally  on  August  13 
and  September  11.  The  conference 
report  and  the  statement  of  managers 


23606 


CONGRESSIONAL  RECORD— HOUSE 


September  17,  1986 


were  published  in  the  September  12 
Congressional  Record.  I  can  assure 
Members  that  a  review  of  those  docu- 
ments will  demonstrate  that  the  con- 
ference was  a  success  from  the  point 
of  view  of  the  House. 

I  hasten  to  add  that  the  conference 
was  just  as  much  a  success  from  the 
standpoint  of  the  other  body.  The  dis- 
tinguished chairman  of  the  Senate 
Armed  Services  Committee,  for  whom 
the  bill  is  rightfully  named,  comment- 
ed that  this  was  the  most  cordial  and 
cooperative  conference  in  his  memory. 
That  is  because  each  side  had  similar 
objectives.  Those  objectives  were  to 
strengthen  the  organizational  struc- 
ture of  the  Department  of  Defense 
and  thus  to  improve  the  defense  pos- 
ture of  this  Nation. 

In  that  sense,  the  conference  was  a 
success  from  the  point  of  view  of  the 
American  people— which  is  the  ulti- 
mate criterion  of  success. 

Mr.  Speaker,  there  have  been  those 
in  the  Department  of  Defense  who 
have  opposed  this  legislation.  Men  of 
good  will  can,  and  do,  disagree  on  what 
is  best  for  the  Nation.  The  Constitu- 
tion, however,  makes  the  Congress  re- 
sponsible for  making  the  "rules  for 
the  Government  and  regulation  of  the 
land  and  naval  forces."  That  means 
that  the  ultimate  decision  on  organiza- 
tion of  the  Department  of  Defense 
must  be  made  by  the  Congress.  Speak- 
ing for  myself,  and  for  my  colleagues 
in  both  bodies  of  this  Congress  who 
have  led  the  way  toward  organization- 
al reform,  I  want  to  remind  those  who 
have  opposed  this  legislation  that  we 
represent  some  of  the  staunchest  sup- 
porters of  a  strong  national  defense. 
We  would  not,  and  we  have  not  with 
this  legislation,  acted  contrary  to  the 
best  interests  of  the  national  defense. 
We  have,  in  fact,  acted  to  strengthen 
it.  Consequently.  I  implore  those  in 
the  Department  of  Defense  on  whose 
shoulders  the  responsibility  will  fall  to 
implement  this  legislation  to  do  it 
wholeheartedly,  with  good  will.  With- 
out their  cooperation  and  unstinting 
support,  no  legislation  can  be  success- 
ful. 

If  DOD  officials  will  take  this  ap- 
proach, I  believe  that  I  can  pledge 
that  the  Congress  will  meet  them 
more  than  half  way  when  difficulties 
develop.  Those  who  have  worked  on 
DOD  reorganization  realize  that  prob- 
lems may  arise  in  implementing  such 
far-reaching  legislation.  We  will  at- 
tempt to  respond  to  bona  fide  prob- 
lems with  legislative  modifications 
when  necessary. 

In  short,  there  should  be  a  coopera- 
tive effort  on  both  sides  of  the  Poto- 
mac to  move  forward  with  the  new  law 
of  the  land  and  build  a  stronger  de- 
fense organization  for  the  American 
people. 

In  closing,  let  me  thank  my  House 
colleagues  who  have  provided  me  such 
strong  support  on  this  legislation— 
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without  whom  there  would  have  been 
no  DOD  reorganization.  I  refer,  of 
course,  to  my  fellow  conferees,  the 
chairman  of  the  Committee  on  Armed 
Services,  Les  Aspin,  whose  leadership 
made  this  legislation  possible;  Ike 
Skelton,  one  of  the  original  DOD  re- 
formers and  a  very  effective  conferee; 
Nick  Mavroules,  a  valued  member  of 
the  Investigations  Subcommittee;  Bill 
Dickinson,  the  ranking  minority 
member  of  the  Committee  on  Armed 
Services  and  my  good  friend  from  Ala- 
bama; Larry  Hopkins,  the  ranking  mi- 
nority member  of  the  Investigations 
Subcommittee  and  a  very  great 
strength  to  me;  and  finally,  John 
Kasich  whose  energy,  vitality,  enthu- 
siasm, and  knowledge  of  the  subject 
made  his  presence  on  the  conference 
committee  mandatory. 

Mr.  Speaker.  I  reserve  the  balance  of 
my  time. 

Mr.  HOPKINS.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

We  are  here  today,  as  has  been  de- 
scribed by  the  chairman  of  the  sub- 
committee, to  consider  the  conference 
report  of  the  Department  of  Defehse 
reorganization  bill  aptly  iwimea,  1 
might  add,  after  the  Senator  n-o^  Ari- 
zona, Mr.  GoLDWATER,  and  the  chair- 
man of  the  subcommittee,  the  gentle- 
man from  Alabama,  Mr.  Nichols. 

The  Goldwater-Nichols  bill  is  not, 
however,  the  11th  commandment.  If  it 
is  flawed,  it  is  certainly  not  because  of 
the  efforts  of  the  members  of  this  sub- 
committee, as  have  already  been  men- 
tioned, and  the  chairman  of  the  full 
committee  and  his  efforts,  the  gentle- 
man from  Wisconsin  [Mr.  Aspin]. 

But  let  me  just  say  a  word,  if  I  may, 
about  my  colleague  Mr.  Skelton,  the 
gentleman  from  Missouri,  who  is  not  a 
member  of  this  subcommittee  who.  to 
my  knowledge,  did  not  miss  any  of  the 
hours  and  hours  of  hearings  conduct- 
ed by  the  gentleman  from  Alabama. 
Mr.  Nichols,  chairman  of  the  subcom- 
mittee; the  tireless  efforts  of  John 
Kasich  from  Ohio,  the  contributions 
by  the  gentlewoman  from  Maryland, 
Beverly  Byron,  and  certainly  for  the 
conscience  of  Nick  Mavroules,  the 
gentleman  from  Massachusetts. 

Mr.  Speaker,  in  the  interest  of  time  I 
will  only  take  a  few  minutes  to  speak 
in  support  of  the  comments  made  by 
my  friend  and  colleague  from  Alabama 
on  the  conference  report  before  us. 

Following  Senate  action  on  this  bill 
late  yesterday,  today  we  have  an  his- 
toric opportunity  to  improve  the  proc- 
ess by  which  America  defends  her 
ideals  of  freedom,  peace,  and  human 
dignity. 

FYom  the  birth  of  this  Republic, 
those  who  preceded  us  as  Members  of 
Congress  recognized  that  this  was  the 
most  fundamental  and  vital  purpose  of 
our  national  legislature. 

Thus,  a  reasonable  argument  can  be 
made  that  the  conference  report 
before  us  today  is  the  most  important 


of  all  the  bills  we  will  consider  in  this 
99th  session  of  Congress. 

It  provides  a  bold  new  conceptual 
framework  within  which  this  Congress 
and  the  Pentagon  can  profoundly  im- 
prove our  national  security  system. 

It  redefines  and  clarifies  command 
authority. 

It  coordinates  our  military  assets. 

It  demands  accountability  in  every 
phase  of  the  defense  process  from  the- 
ater combat  to  procurement. 

That  is  why  I  am  proud  to  recom- 
mend this  legislation  and  urge  the 
support  of  every  Member  of  this  body. 

I  believe  each  Member  appreciates 
why  this  corrective  legislation  is  neces- 
sary. 

Countless  hours  of  hearings,  over- 
sight, and  investigations  have  docu- 
mented the  shortcomings  that  too 
often  have  led  to  inadequacies  of  our 
present  defense  system.  Inadequacies 
that  have  surfaced  with  tragic  conse- 
quences to  our  troops  and  to  our  na- 
tional spirit. 

Today,  we  can  address  those  short- 
comings in  a  direct  and  positive  way. 

We  recognize  the  need  to  carefully 
review  'tie  impact  of  this  legislation  in 
the  coming  years  and  work  closely 
with"  the  Pentagon  in  a  contmuing  and 
never-ending  effort  to  perfect  those 
praCesses  on  which  our  national  secu- 
rity depends. 

And,  in  so  doing,  create  a  foundation 
on  whic>vthe  Congress  and  the  Penta- 
gon can  ^ork  together  to  maintain 
and  strengthen  our  defense  manage- 
ment system. 

Mr.  Speaker,  I  urge  my  colleagues' 
support  for  the  Goldwater-Nichols  de- 
fense reorganization  bill. 

Mr.  Speaker,  I  have  no  requests  for 
time  and  yield  back  the  balance  of  my 
time. 

D  1245 

Mr.  Speaker,  I  yield  such  time  as  he 
may  consume  to  the  gentleman  from 
Arizona  [Mr.  Stump]. 

Mr.  STUMP.  Mr.  Speaker,  I  thank 
the  gentleman  for  yielding  this  time  to 
me. 

Mr.  Speaker,  I  rise  in  support  of  the 
conference  report  on  the  DOD  Reor- 
ganization Act.  This  legislation  will 
greatly  improve  our  national  security 
posture. 

In  developing  this  conference  report, 
the  conferees  were  particularly  careful 
to  ensure  that  it  was  consistent  with 
the  needs  of  national  and  departmen- 
tal U.S.  intelligence  missions.  Thus, 
the  legislation  ensures  that  the  Na- 
tional Security  Agency  established  by 
the  Presidential  directive  in  1952  to 
perform  national  intelligence  missions 
as  well  as  depai-tmental  intelligence 
missions,  can  continue  to  perform 
both  missions  effectively.  The  confer- 
ence report  also  preserves  the  post  of 
Assistant  Secretary  of  Defense  for  In- 
telligence,   which    is    necessary    to 
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ensure  central  oversight  and  manage- 
ment of  the  many  DOD  intelligence 
organizations  and  activities. 

The  only  issue  in  the  conference 
report  about  which  I  remained  con- 
cerned is  personnel  end-strength  re- 
ductions for  the  Defense  Intelligence 
Agency  and  the  Defense  Mapping 
Agency  in  the  coming  years.  Neverthe- 
less, Congress  will  have  an  opportuni- 
ty to  address  that  subject  again  in  the 
future  and  make  the  necessary  adjust- 
ments. 

Mr.  Speaker,  I  urge  adoption  of  the 
conference  report  and  express  appre- 
ciation to  the  Armed  Services  Commit- 
tee leadership  for  their  help  with  im- 
■  portant  intelligence  issues. 

Mr.  HOPKINS.  Mr.  Speaker,  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

Mr.  NICHOLS.  Mr.  Speaker,  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  Missouri  [Mr.  Skel- 
tonI. 

Mr.  SKELTON.  Mr.  Speaker,  yester- 
day the  other  body  adopted  the  report 
of  the  conference  committee  on  H.R. 
3622,  which  we  know  as  the  Gold- 
water-Nichols  Department  of  Defense 
Reorganization  Act  of  1986.  Today 
this  body,  the  House  of  Representa- 
tives, will  follow  suit  and  we  will  pass 
this  measure. 

This  reorganization  measure  com- 
pletes the  work  of  reorganization 
begun  with  the  passage  of  the  Joint 
Chiefs  of  Staff  Reorganization  Act  of 
1985,  which  was  passed  last  November 
by  the  lopsided  majority  in  this  House 
of  383  to  27.  Now  we  have  gone  on  to 
reorganize  the  whole  shooting  match, 
Mr.  Speaker,  strengthening  the  uni- 
fied and  specified  commands,  assessing 
the  responsiveness  of  defense  agencies, 
reforming  the  joint  officer  personnel 
structure,  consolidating  military  de- 
partment headquarters'  staffs,  requir- 
ing the  President  to  submit  an  annual 
report  on  national  security  strategy. 

With  enactment  of  this  reform  legis- 
lation this  year,  we  will  have  complet- 
ed work  begun  as  reconunended  by 
President  Harry  Truman  in  1946. 

Our  collective  work  can  be  summa- 
rized, Mr.  Speaker,  in  one  sentence.  It 
will  encourage  the  four  services  to 
think  jointly,  plan  jointly,  train  joint- 
ly and,  should  the  time  come  to  go 
into  action,  to  fight  jointly.  We  are  at- 
tempting to  change  the  military  mind- 
set, and  it  will  take  time  for  this  to 
happen.  There  has  been  resistance  to 
our  effort  by  some  in  the  Pentagon. 
But  10  years  from  now  when  today's 
captains  and  majors  and  lieutenant 
colonels  are  the  three-  and  four-star 
generals  of  tomorrow,  the  changes 
that  we  have  made  today  will  have 
been  seen  to  be  highly  positive. 

This  is  the  most  significant  military 
legislation  enacted  since  the  1947  cre- 
ation of  the  Department  of  Defense. 
This  legislation  is  far  more  important 
to  the  successful  military  defense  of 


our  Nation  than  the  production  of  the 
1,000  MX  missiles. 

Mr.  Speaker,  this  has  been  a  long 
journey.  It  began  in  1982  and  1983.  I 
compliment  the  gentleman  from  Ala- 
bama, the  chairman  of  the  subcommit- 
tee, Mr.  Nichols,  whose  patience  and 
time  and  work  makes  this  possible.  I 
thank  the  chairman  of  our  committee 
for  his  encourage  and  work,  the  gen- 
tleman from  Wisconsin  [Mr.  AspinI. 

This  has  been  a  truly  bipartisan 
effort.  A  special  thanks  goes  to  the 
gentleman  from  Kentucky  [Mr.  Hop- 
kins] and  to  the  gentleman  from  Ohio 
[Mr.  KasichI. 

I  add  a  special  word  of  commenda- 
tion to  Arch  Barrett,  a  gentleman  who 
has  done  such  outstanding  work  on 
our  staff. 

Mr.  NICHOLS.  Mr.  Speaker,  I  yield 
such  time  as  he  may  consume  to  the 
chairman  of  the  committee,  the  gen- 
tleman from  Wisconsin  [Mr.  Aspin]. 

Mr.  ASPIN.  Mr.  Speaker.  I  thank 
the  gentleman  for  yielding  this  time  to 
me. 

Mr.  Speaker,  I  would  just  like  to  add 
my  note  of  congratulations  to  all  con- 
cerned with  this  very,  very  important 
piece  of  legislation.  I  cannot  think  of 
anything  that  has  passed  through 
Congress  since  I  have  been  here,  I 
have  been  here  16  years,  and  the  only 
thing  that  comes  close  to  it  in  terms  of 
significance  is  the  vote  that  we  made 
when  I  was  first  here  in  Congress  to  go 
to  the  All-Volunteer  Army.  I  think 
that  what  we  are  talking  about  here  is 
of  that  kind  of  fundamental  change. 
This  is  absolutely  a  fundamental 
change  for  the  good.  It  is  because  of 
the  gentlemen  who  are  here,  the  gen- 
tlemen who  have  talked,  the  gentle- 
men who  have  been  working  this  bill 
all  through  the  whole  process, 
through  the  subcommittee  hearings, 
through  the  debate  in  the  committee, 
through  the  debate  on  the  floor  and 
through  the  conference.  They  are,  of 
course,  the  people  who  have  already 
been  mentioned:  very,  very  important- 
ly, the  gentleman  from  Missouri  [Mr. 
SkeltonI;  and  on  the  Republican  side, 
the  gentleman  from  Ohio  [Mr. 
Kasich];  the  gentleman  from  Ken- 
tucky [Mr.  Hopkins];  but  especially, 
above  all,  the  chairman  of  the  subcom- 
mittee, the  gentleman  from  Alabama 
[Mr.  Nichols]  for  whom  this  legisla- 
tion is  so  aptly  named,  the  gentleman 
without  whom  we  could  not  have  done 
this.  The  gentleman  has  the  standing 
in  the  Congress,  the  standing  in  the 
committee,  and  the  standing  as  a 
person  who  is  sensible,  who  is  strong 
for  defense,  who  when  he  speaks  ev- 
erybody listens.  Without  that  kind  of 
backing,  there  is  no  way  that  the 
House  of  Representatives  would  have 
gone  into  such  a  revolutionary  change 
as  thisr^the  backing  of  a  gentleman 
who  is  so  solid  and  so  for  defense  that 
everybody  is  willing  to  take  his  lead. 
That  is  the  gentleman  from  Alabama. 


Ladies  and  gentlemen,  we  have  here 
before  us  a  person  who  is  a  real  class 
act.  My  congratulations  to  the  gentle- 
man from  Alabama  for  the  Goldwater- 
Nichols  Reorganization  Act,  which  is  a 
piece  of  legislation  that  I  think  will  go 
down  in  history. 

Mr.  NICHOLS.  Mr.  Speaker,  may  I 
inquire  of  the  Chair  how  much  time  I 
have  remaining? 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  The  gentleman  from 
Alabama  [Mr.  Nichols]  has  22  min- 
utes remaining. 

Mr.  NICHOLS.  Mr.  Speaker,  I  yield 
3  minutes  to  the  gentleman  from  Ohio 
[Mr.  Kasich]. 

Mr.  KASICH.  Mr.  Speaker.  I  thank 
the  gentleman  for  yielding  this  time  to 
me.  ^ 

Mr.  Speaker,  I  have  to  echo  what 
the  gentleman  from  Wisconsin  [Mr. 
Aspin]  said,  because  without  Bill 
Nichols,  who  is  respected  by  every- 
body on  both  sides  of  the  aisle  and 
really  distinguished  service  and  contri- 
butions to  his  country  back  when  the 
gentleman  was  very,  very  young  and 
came  to  Congress  a  strong  supporter 
of  the  military  and  who  has  decided 
there  were  changes  that  needed  to  be 
made  within  the  Military  Establish- 
ment, we  would  not  have  been  able  to 
do  it  and  bring  forward  a  bill  today 
that  is  really  significant. 

Some  people  in  our  offices  may  be 
watching  this  debate  and  say,  "Why 
are  we  spending  so  much  time  talking 
about  this  reform  legislation?" 

What  it  comes  down  to  is  really  very 
simple.  What  we  are  trying  to  do  in 
this  bill  is  to  avoid  the  kind  of  prob- 
lems we  had  in  Iran  when  we  had  heli- 
copters crashing  into  one  another 
during  the  Desert  I  operation.  We  are 
trying  to  eliminate  the  kind  of  prob- 
lems that  we  had  in  Grenada,  conunu- 
nications  problems,  when  the  services 
could  not  talk  to  one  another.  We  are 
trying  to  put  into  statute  as  carefully 
and  as  clearly  as  we  can  the  ingredi- 
ents for  successes  that  we  found 
present  in  the  Libyan  raid,  the  kind  of 
successes  that  we  have  seen  recently 
within  the  military.  We  are  really 
trying  to  force  the  services  to  work  to- 
gether, to  plan  together  and  to  oper- 
ate together.  That  is  really  what  this 
bill  does. 

So  what  it  really  is  going  to  do  is  to 
make  America  a  stronger  military 
force,  a  more  effective  military  force 
and  a  more  respected  military  force  In 
the  world. 

And  a  word  about  terrorism.  We 
have  not  mentioned  that  in  terms  of 
this  bill.  But  this  bill  even  has  implica- 
tions for  our  war  against  terrorism,  be- 
cause it  is  going  to  mean  that  the  serv- 
ices are  going  to  plan  together  better, 
they  are  going  to  operate  together 
better,  and  that  the  special  commands 
that  exist  within  our  military  are 
going  to  be  emphasized,  that  we  are 
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going  to  have  the  ability  to  pull  it  all 
together  so  that  we  can  strike  back 
against  the  forces  of  terrorism  to 
make  America  a  more  effective  mili- 
tary force  and  a  more  effective  force 
for  its  citizenry. 

We  have  one  piece  of  reform  legisla- 
tion after  another  on  the  procurement 
side.  This  has  procurement  ramifica- 
tions, but  more  important  than  that,  it 
is  going  to  allow  our  services  to  be  as 
effective  as  they  possibly  can. 

D  1255 

It  happened  because  of  Mr.  Aspin 
and  Mr.  Nichols  and  Mr.  Hopkins  and 
Mr.  GoLDWATER  and  Mr.  Skelton;  a 
host  of  people  who  plugged  together 
and  Colonel  Barrett.  People  who 
plugged  together  to  put  something 
that  is  going  to  have  longtime  signifi- 
cance for  our  United  States. 

Mr.  NICHOI^.  Mr.  Speaker,  I  yield 
2  minutes  to  the  gentleman  from 
Maryland  [Mr.  Dyson]. 

Mr.  DYSON.  I  thank  the  gentleman 
for  yielding  this  time  to  me. 

Mr.  Speaker,  like  many  of  our  col- 
leagues in  the  House  today,  I  rise  in 
strong  support  of  this  historic  legisla- 
tion. My  good  friend,  the  gentleman 
from  Ohio  [Mr.  Kasich],  has  enumer- 
ated eloquently  the  contributions  that 
many  of  our  colleagues  have  made  in 
the  crafting  of  this  measure.  I  would 
like  to  associate  myself  with  his  re- 
marks. Yet  special  recognition  must  be 
accorded  the  esteemed  gentleman 
from  the  State  of  Alabama.  Chairman 
Bill  Nichols,  whose  foresight  and 
leadership  in  this  area  have  produced 
what  future  generations  will  herald  as 
one  of  the  most  significant  reforms  of 
our  national  defense. 

As  it  is  with  any  major  reform 
doubters  and  detractors  abound.  The 
Reorganization  Act  is  no  exception. 
When  Ike  SKE:.roN.  a  fellow  colleague 
on  the  House  Armed  Services  Commit- 
tee, and  I  first  discussed  this  proposal, 
I  must  admit  I  had  my  own  doubts 
about  its  enactment.  But  today,  Mr. 
Speaker,  the  primary  sponsors  of  this 
bill  have  reached  the  summit.  They 
have  done  much  to  earn  the  deepest 
respect  and  gratitude  of  this  Chamber. 
I  sincerely  believe  that  this  act  will 
long  be  remembered  as  one  of  the 
most  significant  accomplishments  of 
this  Congress. 

In  an  editorial  entitled  "The  De- 
fense Reform  Congress",  Baltimore 
Sun  editor,  Joseph  Stem  notes  that: 

If  the  military  units  cant  handle  limited 
operations  In  Iran,  Lebanon,  and  Grenadst, 
how  would  they  do  in  a  big  war?  That  is  the 
gnawing  worry  that  led  to  the  Pentagon  re- 
organization bill.  It  was  enough  to  alert  the 
best  military  minds  on  Capitol  Hill. 

I  am  going  to  stop  there  because  I 
think  when  he  said  that,  he  meant 
Bill  Nichols. 

I  also  want  to  commend  Mr.  Nich- 
ols, along  with  Mr.  Hopkins.  Mr. 
Kasich,  Mr.  Aspin.  Mr.  Skelton,  Col. 


Archie  Barrett,  and  all  the  others  who 
have  done  so  much  to  bring  this  bill 
before  us  today. 

[Prom  the  Baltimore  Sun,  Sept.  17.  1986] 
Defense  Reforh  Congress 

Defense  reform  may  edge  aside  tax  reform 
when  historians  look  back  to  select  the  most 
important  accomplishment  of  the  99th  Con- 
gress. This  week  legislation  is  breezing 
through  Congress  that  will  do  more  to  unify 
the  armed  services  than  all  the  reorganiza- 
tion moves  of  the  past  40  years. 

The  chairman  of  the  Joint  Chiefs  of  Staff 
will  become  principal  military  adviser  to  the 
President,  an  officer  with  real  strategic 
planning  authority,  rather  than  the  chair- 
majiof  a  committee  functioning  through 
logrolling  unanimity. 

The  unified  commanders  in  chief  (CINCs) 
in  regional  theaters  of  operation  will  finally 
get  control  of  component  service  units 
whose  loyalty  in  the  past  was  mostly  to 
their  home  offices  back  in  Washington. 

Service  on  assignment  to  the  Joint  Chiefs 
of  Staff  will  no  longer  be  a  drawback  fur  of- 
ficers with  ambitions.  They  will  be  given  a 
•joint  officer"  specialty  that  could  lead  to 
top  commands. 

Many  factors  had  to  come  together  to 
bring  about  these  first  real  steps  toward 
unification  of  the  armed  services  sin^p  the 
present  flawed  structure  was  pasted  togeth- 
er in  1947. 

Procurement  scandals  had  a  role.  Six-hun- 
dred-dollar toilet  seats  did  much  to  awaken 
the  public  that  something  was  wrong.  Run- 
away budget  deficits,  linked  to  the  huge  de- 
fense buildup,  had  their  effect.  On  Capitol 
Hill  reform-minded  military  hawks  defined 
national  security  not  in  lock-step  support  of 
every  Pentagon  proposal  but  in  criticism  of 
its  efficiency  and  fighting  posture. 

But  the  key  catalyst  was  the  successful 
terrorist  bombing  attack  on  the  U.S.  Ma- 
rines barracks  in  Beirut  in  October  1983. 
Congressional  investigators  soon  found  a 
gimcrack  command  structure  partly  to 
blame  for  a  lack  of  preparedness,  poor  liai- 
son among  the  services  and  the  fumbling  re- 
sponse after  the  tragedy.  When  a  so-called 
military  victory  came  later  in  Grenada,  sto- 
ries soon  leaked  out  that  the  component 
services  couldn't  even  talk  to  one  another 
by  radio— a  flaw  that  also  bedeviled  the 
botched  rescue  attempt  in  Iran  in  1979. 

If  U.S.  military  units  can't  handle  limited 
operations  in  Iran,  Lebanon  and  Grenada, 
how  would  they  do  in  a  big  war?  That  is  the 
gnawing  worry  that  led  to  the  new  Penta- 
gon reorganization  bill.  It  was  enough  to 
alert  the  best  military  minds  on  Capitol 
Hill.  It  prodded  President  Reagan  into  the 
appointment  of  a  commission  that  largely 
agreed  with  congressional  defense  reform- 
ers. And  it  overcame  the  footdragging  of  De- 
fense Secretary  Caspar  W.  Weinberger  and 
the  outright  opposition  of  Navy  Secretary 
John  Lehman. 

Greater  unification  of  the  armed  services 
must  not  be  considered  a  panacea.  But  it 
may  provide  the  framework  for  a  military 
establishment  with  a  sharper  fighting  edge, 
greater  cohesion  and  an  agility  to  deal  with 
the  myriad  threats  to  U.S.  security  in 
today's  world. 

Mr.  NICHOLS.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  one  provision  of  the 
bill  would  require  consolidation  of  cer- 
tain functions  in  the  Office  of  the  Sec- 
retary of  each  of  the  military  depart- 
ments. One  of  the  named  functions  re- 


quired to  be  consolidated  is  "legislative 
affairs."  In  fact,  with  respect  to  legis- 
lative affairs  this  provision  is  merely  a 
codification  of  the  status  quo.  The  leg- 
islative affairs  function  has  been  con- 
solidated under  the  service  secretaries 
for  many  years. 

A  question  has  arisen  concerning  the 
relationship  between  each  military  de- 
partment comptroller  office  and  the 
Defense  Subcommittee  of  the  Commit- 
tee on  Appropriations.  It  was  not  the 
intent  of  the  conferees  to  alter  the  ex- 
isting arrangements.  The  term  "legis- 
lative affairs"  as  used  in  the  confer- 
ence report  refers  to  the  function  per- 
formed by  the  existing  legislative  af- 
fairs offices. 

Mr.  Speaker,  in  closing,  let  me  say 
that  I  am  most  appreciative  of  the 
many  accolades  that  have  been 
handed  to  me  personally  and  to  the 
committee  that  I  am  honored  to  Chair 
by  my  colleagues  here  in  the  House. 

I  would  be  very  negligent,  however, 
if  I  did  not,  as  we  conclude  what  has 
been  the  climax  of  about  5  years  of 
legislative  effort  on  the  part  of  the 
committee  toward  reform  if  I  failed  to 
duly  aclcnowledge  the  service  per- 
formed by  one  member  of  the  staff  of 
the  House  Armed  Services  Committee. 

I  refer  to  Mr.  Arch  Barrett,  a  distin- 
guished military  graduate  of  the  U.S. 
Military  Academy  in  the  year  1957. 
Mr.  Barrett  wrote  the  book  on  reorga- 
nization. Without  his  efforts  through- 
out the  August  recess  when  he  worked 
tirelessly,  including  Labor  Day,  and  I 
am  sure  he  did  not  get  double  pay  for 
that,  he  came  down  to  my  home  in 
Alabama  2  weeks  ago  and  spent  a  day 
with  me  going  over  the  bill.  I  fed  him 
a  good  lunch  of  crowder  peas  and  okra 
and  a  little  corn  bread  and  blackberry 
pie  for  his  efforts.  But  I  want  to  pub- 
licly express  my  deep  appreciation, 
and  I  am  sure  that  goes  for  my  col- 
league Mr.  Hopkins,  and  all  of  us  on 
the  committee  for  the  fine  service  that 
he  rendered. 

Mr.  Speaker,  I  have  no  further  re- 
quests for  time  and  I  yield  back  the 
balance  of  my  time. 

Mr.  Speaker,  I  move  the  previous 
question  on  the  conference  report. 

The  previous  question  was  ordered. 

The  conference  report  was  agreed  to. 

Axwotion  to  reconsider  was  laid  on 
the  table. 


J\  GENERAL  LEAVE 

Mr.  NICHOLS.  Mr.  Speaker.  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
conference  report  on  H.R.  3622. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Alabama? 

There  was  no  objection. 
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INTELLIGENCE  AUTHORIZATION 
ACT  FOR  FISCAL  YEAR  1987 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  House  Resolution  545  and  rule 
XXIII,  the  Chair  declares  the  House 
in  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  fur- 
ther consideration  of  the  bill,  H.R. 
4759. 

D  1300 

IN  THE  COMMITTEE  OF  THE  WHOLE 

Accordingly  the  House  resolved 
itself  into  the  Committee  of  the 
Whole  House  on  the  State  of  the 
Union  for  the  further  consideration  of 
the  bill  (H.R.  4759)  to  authorize  ap- 
propriations for  fiscal  year  1987  for  in- 
telligence and  intelligence-related  ac- 
tivities of  the  U.S.  Government,  the 
intelligence  community  staff,  and  the 
Central  Intelligence  Agency  retire- 
ment and  disability  system,  and  for 
other  purposes,  with  Mr.  Murtha  in 
the  chair. 


TITLE  I-INTELUGENCE  ACTIVITIES 

AnTHORIZATION  OF  APPROPRIATIONS 

Sec.  101.  Funds  are  hereby  authorized  to 
be  appropriated  for  fiscal  year  1987  for  the 
conduct  of  the  intelligence  and  intelligence- 
related  activities  of  the  following  elements 
of  the  United  States  Government: 

( 1 )  The  Central  Intelligence  Agency. 

(2)  The  Department  of  Defense. 

(3)  The  Defense  Intelligence  Agency. 

(4)  The  National  Security  Agency. 

(5)  The  Department  of  the  Army,  the  De- 
partment of  the  Navy,  and  the  Department 
of  the  Air  Force. 

(6)  The  Department  of  State. 

(7)  The  Department  of  the  Treasury. 

(8)  The  Department  of  Energy.      — 

(9)  The  Federal  Bureau  of  Investigatibn. 

(10)  The  Drug  Enforcement  Administra- 
tion. 

CLASSIFIED  SCHEDULE  OF  AnTHORIZATIONS 

Sec  102.  The  amounts  authorized  to  be 
appropriated  under  section  101,  and  the  au- 
thorized personnel  ceilings  as  of  September 
30,  1987,  for  the  conduct  of  the  intelligence 
and  intelligence-related  activities  of  the  ele- 
ments listed  in  such  section,  are  those  speci- 
fied in  the  classified  Schedule  of  Authoriza- 


The  cierk  read  the  title  of  the  bill.     ,    ti))ns   prepared   by   the   Permanent  Select 
The  CHAIRMAN.  When  the  CoifP^-^onimittee  on   Intelligence   to  Accompany 


mittee  of  the  Whole  rose  on  Tuesday, 
September  16,  all  time  for  general 
debate  had  expired. 

Pursuant  to  House  Resolution  545, 
the  bill  shall  be  considered  by  titles 
for  the  purpose  of  amendment  under 
the  5-minute  rule,  except  for  section 
107,  and  each  title  is  considered  as 
having  been  read. 

The  amendments  recommended  by 
the  Permanent  Select  Committee  on 
Intelligence  and  by  the  Committee  on 
Post  Office  and  Civil  Service  now 
printed  in  the  bill  are  considered  as 
having  been  adopted. 

Section  107  shall  not  be  considered 
for  amendment  until  the  remainder  of 
the  bill  is  considered  for  amendment. 

No  amendments  to  section  107  or 
amendments  which  affect  the  subject 
matter  of  section  107  are  in  order 
except  one  motion  to  strike  the  sec- 
tion, if  offered  by  Representative 
Stump,  or  his  designee,  which  shall  be 
debatable  for  2  hours  equally  divided 
and  controlled  by  the  proponent  and  a 
Member  opposed  thereto. 

The  Clerk  will  designate  section  1. 

Mr.  HAMILTON.  Mr.  Chairman,  I 
ask  unanimous  consent  that  the  bill  be 
printed  in  the  Record,  and  that, 
except  for  section  107,  it  be  open  to 
amendment  at  any  point. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Indiana? 

There  was  no  objection. 

The  text  of  H.R.  4759,  as  amended 
by   amendments  considered   to   have 
been  adopted,  pursuant  to  House  Res- 
olution 545,  is  as  follows: 
H.R.  4759 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  this 
act  may  be  cited  as  the  "Intelligence  Au- 
thorization Act  for  Fiscal  Year  1987". 


H.R.  4759  of  the  Ninety-ninth  Congress. 
That  Schedule  of  Authorizations  shall  be 
made  available  to  the  Committees  on  Ap- 
propriations of  the  Senate  and  House  of 
Representatives  and  to  the  President.  The 
President  shall  provide  for  suitable  distribu- 
tion of  the  Schedule,  or  of  appropriate  por- 
tions of  the  Schedule,  within  the  executive 
branch. 

PERSONNEL  CEILING  ADJUSTMENTS 

Sec  103.  The  Director  of  Central  Intelli- 
gence may  authorize  employment  of  civilian 
personnel  in  excess  of  the  numbers  author- 
ized for  fiscal  year  1987  under  sections  102 
and  202  of  this  Act  when  he  determines  that 
such  action  is  necessary  to  the  performance 
of  important  intelligence  functions,  except 
that  such  number  may  not,  for  any  element 
of  the  Intelligence  Community,  exceed  2  per 
centum  of  the  number  of  civilian  personnel 
authorized  under  such  sections  for  such  ele- 
ment. The  Director  of  Central  Intelligence 
shall  promptly  notify  the  Permanent  Select 
Committee  on  Intelligence  of  the  House  of 
Representatives  and  the  Select  Committee 
on  Intelligence  of  the  Senate  whenever  he 
exercises  the  authority  granted  by  this  sec- 
tion. 

AUTHORITY  FOR  THE  CONDUCT  OF  INTELLIGENCE 
ACTIVITIES 

Sec  104.  The  authorization  of  appropria- 
tions by  this  Act  shall  not  be  deemed  to  con- 
stitute authority  for  the  conduct  of  any  in- 
telligence activity  which  is  not  otherwise  au- 
thorized by  the  Constitution  or  laws  of  the 
United  States. 

INCREASES  IN  EMPLOYEE  COBIPENSATION  AND 
BENEFITS  AUTHORIZED  BY  LAW 

Sec  105.  Appropriations  authorized  by 
this  Act  for  salary,  pay,  retirement,  and 
other  benefits  for  Federal  employees  may 
be  increased  by  such  additional  or  supple- 
mental amounts  as  may  be  necessary  for  in- 
creases in  such  compensation  or  benefits  au- 
thorized by  law. 

RESTRICTION  ON  SUPPORT  FOR  MILITARY  OR 
PARAMILITARY  OPERATIONS  IN  NICARAGUA 

Sec  106.  Funds  available  to  the  Central 
Intelligence  Agency,  the  Department  of  De- 
fense, or  any  other  agency  or  entity  of  the 
United  SUtes  involved  in  intelligence  activi- 


ties may  be  obligated  and  expended  during 
fiscal  year  1987  to  provide  funds,  materiel, 
or  other  assistance  to  the  Nicaraguan  demo- 
cratic resistance  to  support  military  or  para- 
military operations  in  Nicaragua  only  as  au- 
thorized in  section  101  and  as  specified  in 
the  classified  Schedule  of  Authorizations  re- 
ferred to  in  section  102.  or  pursuant  to  sec- 
tion 502  of  the  National  Security  Act  of 
1947.  or  pursuant  to  any  provision  of  law 
specifically  providing  such  funds,  materiel, 
or  assistance. 

RESTRICTION  ON  SUPPORT  FOR  MILITARY  OH 
PARAMILITARY  OPERATIONS  IN  ANGOLA 

Sec  107.  During  fiscal  year  1987,  the  Cen- 
tral Intelligence  Agency,  the  Department  of 
Defense,  or  any  other  agency  or  entity  of 
the  United  States  involved  in  intelligence 
activities  may  obligate  or  expend  funds- 
CD  to  conduct,  directly  or  indirectly,  mili- 
tary or  paramilitary  operations  in  Angola, 
or 

(2)  to  provide  any  financial,  i.iateriel.  or 
other  assistance,  directly  or  indirectly,  to 
any  group  engaged  in  military  or  paramili- 
tary operations  in  Angola, 
only  if  the  use  of  funds  for  that  purpose  is 
the  openly  acknowledged  policy  of  the 
United  States  Goverrmient.  as  determined 
in  accordance  with  section  2(b).  and  consist- 
ent with  the  conditions  of  section  2(c)  and 
section  2(d).  of  H.R.  4276  of  the  Ninety- 
ninth  Congress  as  reported  by  the  Perma- 
nent Select  Committee  on  Intelligence  of 
the  House  of  Representatives. 

TITLE  II-INTELLIGENCE  COMMUNITY 
STAFF 

AUTHORIZATION  OF  APPROPRIATIONS 

Sec  201.  There  is  authorized  to  be  appro- 
priated for  the  Intelligence  Community 
Staff  for  fiscal  year  1987  the  sum  of 
$21,700,000. 

AUTHORIZATION  OF  PERSONNEL  END-STRENGTH 

Sec  202.  (a)  The  Intelligence  Community 
Staff  is  authorized  two  hundred  and  thirty- 
five  full-time  personnel  as  of  September  30. 
1987.  Such  personnel  of  the  Intelligence 
Community  Staff  may  be  permanent  em- 
ployees of  the  Intelligence  Community 
Staff  or  persormel  detailed  from  other  ele- 
ments of  the  United  States  Government. 

(b)  During  fiscal  year  1987,  personnel  of 
the  Intelligence  Community  Staff  shall  be 
selected  so  as  to  provide  appropriate  repre- 
sentation from  elements  of  the  United 
States  Government  engaged  in  intelligence 
and  intelligence-related  activities. 

(c)  During  fiscal  year  1987,  any  officer  or 
employee  of  the  United  SUtes  or  a  member 
of  the  Armed  Forces  who  is  detailed  to  the 
Intelligence  Community  Staff  from  another 
element  of  the  United  States  Government 
shall  be  detailed  on  a  reimbursable  basis, 
except  that  any  such  officer,  employee,  or 
member  may  be  detailed  on  a  nonreimbursa- 
ble basis  for  a  period  of  less  than  one  year 
for  the  performance  of  temporary  functions 
as  required  by  the  Director  of  Central  Intel- 
ligence. 

INTELLIGENCE  COMMUNITY  STAFF  ADMINIS- 
TERED IN  SAME  MANNER  AS  CENTRAL  INTiaXI- 
GENCE  AGENCY 

Sec  203.  During  fiscal  year  1987.  activities 
and  personnel  of  the  Intelligence  Communi- 
ty Staff  shall  be  subject  to  the  provisions  of 
the  National  Security  Act  of  1947  (50  U.S.C. 
401  et  seq.)  and  the  Central  Intelligence 
Agency  Act  of  1949  (50  U.S.C.  403a  et  seq.) 
In  the  same  manner  as  activities  and  person- 
nel of  the  Central  Intelligence  Agency. 
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TITLE  III-CENTRAL  INTELUGENCE 
AGENCY  RETIREMENT  AND  RELAT- 
ED MATTERS 

AUTHORIZATION  OP  APPROPRIATIONS 

Sec.  301.  There  is  authorized  to  be  appro- 
priated for  the  Central  Intelligence  Agency 
Retirement  and  Disability  P^ind  for  fiscal 
year  1987  the  sum  of  $125,800,000. 

SURVIVOR  BENETITS  FOR  CERTAIN  FORMER 
SPOUSES  OF  CIA  EMPLOYEES 

Sec.  302.  (a)  Part  C  of  title  II  of  the  Cen- 
tral Intelligence  Agency  Retirement  Act  of 
1964  for  Certain  Employees  is  amended  by 
adding  at  the  end  thereof  the  following  new 
section: 

"SUHVIVOR  BENEFITS  FOR  CERTAIN  OTHER 
FORMER  SPOUSES 

"Sec.  224.  (aXl)  Any  individual  who  was  a 
former  spouse  of  a  participant  or  former 
participant  on  November  IS,  1982,  shall  be 
entitled,  to  the  extent  of  available  appro- 
priations, and  except  to  the  extent  such 
former  spouse  is  disqualified  under  subsec- 
tion (b),  to  a  survivor  annuity  equal  to  55 
per  centum  of  the  greater  of— 

"(A)  the  full  amount  of  the  participant's 
or  former  participant's  annuity,  as  comput- 
ed under  section  221(a):  or 

"(B)  the  full  amount  of  what  such  annuity 
as  so  computed  would  be  if  the  participant 
or  former  participant  had  not  withdrawn  a 
lump-sum  portion  of  contributions  made 
with  respect  to  such  annuity. 

"(2)  A  survivor  annuity  payable  under  this 
section  shall  be  reduced  by  an  amount  equal 
to  the  amount  of  retirement  benefits,  not 
including  benefits  under  title  II  of  the 
Social  Security  Act,  received  by  the  former 
spouse  which  are  attributable  to  previous 
employment  of  such  former  spouse  by  the 
United  States. 

"(b)  A  former  spouse  shall  not  be  entitled 
to  a  survivor  annuity  under  this  section  if— 

"(1)  an  election  has  been  made  with  re- 
spect to  such  former  spouse  under  section 
223: 

"(2)  the  former  spouse  remarries  before 
age  fifty-five:  or 

"(3)  the  former  spouse  is  less  than  fifty 
years  of  age. 

"(c)(  1 )  The  entitlement  of  a  former  spouse 
to  a  survivor  annuity  under  this  section— 

"(A)  shall  commence— 

"(i)  in  the  case  of  a  former  spouse  of  a 
participant  or  former  participant  who  is  de- 
ceased as  of  the  effective  date  of  this  sec- 
tion, beginning  on  the  date  of— 

'•(I)  the  sixtieth  day  after  such  date:  or 

"(II)  the  date  such  former  spouse  reaches 
age  fifty:  and 

"(ii)  in  the  case  of  any  other  former 
spouse,  beginning  on  the  latest  of — 

"(I)  the  date  that  the  participant  or 
former  participant  to  whom  the  former 
spouse  was  married  dies: 

"(II)  the  sixtieth  day  after  the  effective 
date  of  this  section:  or 

"(III)  the  date  such  former  spouse  reaches 
age  fifty:  and 

"(B)  shall  terminate  on  the  last  day  of  the 
month  before  the  former  spouse's  death  or 
remarriage  before  atuining  age  fitty-five. 

"(2KA)  A  survivor  annuity  under  this  sec- 
tion shall  not  be  payable  unless  appropriate 
written  application  is  provided  to  the  Direc- 
tor, complete  with  any  supporting  documen- 
tation which  the  Director  may  by  regulation 
require,  within  thirty  months  after  the  ef- 
fective date  of  this  section. 

'(B)  Upon  approval  of  an  application  pro- 
vided under  subparagraph  (A),  the  appropri- 
ate survivor  annuity  shall  be  payable  to  the 
former  spouse  with  respect  to  all  periods 


before  such  approval  during  which  the 
former  spouse  was  entitled  to  such  annuity 
under  this  section,  but  in  no  event  shall  a 
survivor  annuity  be  payable  under  this  sec- 
tion with  respect  to  any  period  before  the 
effective  date  of  this  section. 

"(d)  The  Director  shall— 

"(1)  as  soon  as  possible,  but  not  later  than 
sixty  days  after  the  effective  date  of  this 
section,  issue  such  regulations  as  may  be 
necessary  to  carry  out  this  section;  and 

"(2)  to  the  maximum  extent  practicable, 
and  as  soon  as  possible,  inform  each  individ- 
ual who  was  a  former  spouse  of  a  partici- 
pant or  former  participant  on  November  15, 
1982.  of  any  rights  which  such  Individual 
may  have  under  this  section.". 

(b)  Section  14(a)  of  the  Central  Intelli- 
gence Agency  Act  of  1949  (50  U.S.C. 
403n(a))  is  amended  by  inserting  "224," 
after  "222.  223.'. 

(c)  For  fiscal  year  1987,  not  to  exceed 
$500,000  shall  be  available  from  amounts 
appropriated  under  the  authority  of  section 
101(1)  of  this  Act  for  survivor  annuities 
under  section  224  of  the  Central  Intelli- 
gence Agency  Retirement  Act  of  1964  for 
Certain  Employees  and  under  the  amend- 
ment made  by  subsection  (b)  of  this  section. 

(d)  The  amendments  made  by  this  section 
shall  take  effect  on  October  1,  1986. 

HEALTH  BENEFITS  FOR  CERTAIN  FORMER 
SPOUSES  OF  CENTRAL  INTELLIGENCE  AGENCY 
EMPLOYEES 

Sec  303.  (a)  The  Central  Intelligence 
Agency  Act  of  1949  is  amended  by  adding  at 
the  end  a  new  section  as  follows: 

"HEALTH  BENEFITS  FOR  CERTAIN  FORMER 
SPOUSES  OF  CENTRAL  INTELLIGENCE  AGENCY 
EMPLOYEES 

"Sec  16.  (a)  Except  as  provided  in  subsec- 
tion (c)(1),  any  individual— 

"(1)  formerly  married  to  an  employee  or 
former  employee  of  the  Agency,  whose  mar- 
riage was  dissolved  by  divorce  or  annulment 
before  May  7,  1985; 

"(2)  who,  at  any  time  during  the  eighteen- 
month  period  before  the  divorce  or  annul- 
ment became  final,  was  covered  under  a 
health  benefits  plan  as  a  member  of  the 
family  of  such  employee  or  former  employ- 
ee; and 

'  (3)  who  was  married  to  such  employee 
for  not  less  than  ten  years  during  periods  of 
service  by  such  employee  with  the  Agency, 
at  least  five  years  of  which  were  spent  out- 
side the  United  States  by  both  the  employee 
and  the  former  spouse, 
is  eligible  for  coverage  under  a  health  bene- 
fits plan  in  accordance  with  the  provisions 
of  this  section. 

"(b)(1)  Any  individual  eligible  for  coverage 
under  subsection  (a)  may  enroll  in  a  health 
benefits  plan  for  self  alone  or  for  self  and 
family  if,  before  the  expiration  cf  the  six- 
month  period  beginning  on  the  effective 
date  of  this  section,  and  in  accordance  with 
such  procedures  as  the  Director  of  the 
Office  of  Personnel  Management  shall  by 
regulation  prescribe,  such  individual— 

"(A)  files  an  election  for  such  enrollment; 
and 

"(B)  arranges  to  pay  currently  into  the 
Employees  Health  Benefits  Fund  under  sec- 
tion 8909  of  title  5,  United  States  Code,  an 
amount  equal  to  the  sum  of  the  employee 
and  agency  contributions  payable  in  the 
case  of  an  employee  enrolled  under  chapter 
89  of  such  title  in  the  same  health  benefits 
plan  and  with  the  same  level  of  benefits. 

••(2)  The  Director  of  Central  Intelligence 
shall,  as  soon  as  possible,  take  all  steps  prac- 
ticable— 


"(A)  to  determine  the  identity  and  current 
address  of  each  former  spouse  eligible  for 
coverage  under  subsection  (a);  and 

"(B)  to  notify  each  such  former  spouse  of 
that  individual's  rights  under  this  section. 

"(3)  The  Director  of  the  Office  of  Person- 
nel Management,  upon  notification  by  the 
Director  of  Central  Intelligence,  shall  waive 
the  six-month  limitation  set  forth  in  para- 
graph (1)  in  any  case  in  which  the  Director 
of  Central  Intelligence  determines  that  the 
circumstances  so  warrant. 

"(c)(1)  Any  former  spouse  who  remarries 
before  age  fifty-five  is  not  eligible  to  make 
an  election  under  subsection  (b)(1). 

"(2)  Any  former  spouse  enrolled  in  a 
health  benefits  plan  pursuant  to  an  election 
under  subsection  (b)(1)  may  continue  the 
enrollment  under  the  conditions  of  eligibil- 
ity which  the  Director  of  the  Office  of  Per- 
sonnel Management  shall  by  regulation  pre- 
scribe, except  that  any  former  spouse  who 
remarries  before  age  fifty-five  shall  not  be 
eligible  for  continued  enrollment  under  this 
section  after  the  end  of  the  thirty-one-day 
period  beginning  on  the  date  of  remarriage. 

"(d)  No  individual  may  be  co.'ered  by  a 
health  benefits  plan  under  this  section 
during  any  period  in  which  such  individual 
is  enrolled  in  a  health  benefits  plan  under 
any  other  authority,  nor  may  any  individual 
be  covered  under  more  than  one  enrollment 
under  this  section. 

"(e)  For  purposes  of  this  section  the  term 
'health  benefits  plan'  means  an  approved 
health  benefits  plan  under  chapter  89  of 
title  5.  United  States  Code.". 

(b)  The  amendment  made  by  this  section 
shall  take  effect  on  October  1.  1986. 

TITLE  IV-COUNTERINTELLIGENCE 
AND  SECURITY 

COUNTERINTELLIGENCE  OFFICIAL  VISITOR 
EXCHANGES 

Sec  401.  (a)  Chapter  33  of  title  28,  United 
States  Code,  is  amended  by  adding  at  the 
end  thereof  the  following  new  section: 

"§  339.  Counterintelligence  ofricial  reception  and 
representation  expenses 

"The  Director  of  the  Federal  Bureau  of 
Investigation  may  use  funds  available  to  the 
Federal  Bureau  of  Investigation  for  coun- 
terintelligence programs  to  pay  the  ex- 
penses of  hosting  foreign  officials  in  the 
United  States  under  the  auspices  of  the 
Federal  Bureau  of  Investigation  for  consul- 
tation on  counterintelligence  matters.". 

(b)  The  table  of  contents  for  chapter  33  of 
title  28,  United  States  Code,  is  amended  by 
adding  at  the  end  thereof  the  following: 

"539.  Counterintelligence  official  reception 
and  representation  expenses.". 

(c)  Chapter  4  of  title  10,  United  States 
Code,  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

"§  UOd.  Counterintelligence  ofTlcial  reception  and 
representation  expenses 

"The  Secretary  of  Defense  may  use  funds 
available  to  the  Department  of  Defense  for 
counterintelligence  programs  to  pay  the  ex- 
penses of  hosting  foreign  officials  in  the 
United  States  under  the  auspices  of  the  De- 
partment of  Defense  for  consultation  on 
counterintelligence  matters.". 

(d)  The  table  of  contents  for  chapter  4  of 
title  10.  United  States  Code,  is  amended  by 
adding  at  the  end  thereof  the  following: 

"140d.  Counterintelligence  official  reception 
and  representation  expenses.". 
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FBI  ACCESS  TO  STATE  AND  LOCAL  CRIMINAL 
RECORDS  FOR  SECURITY  CLEARANCES 

Sec.  402.  (a)  Section  9101  of  title  5,  United 
States  Code,  is  amended  as  foUows: 

(1)  in  paragraph  (1)  of  subsection  (b)  by 
striking  "or"  after  "Office  of  Personnel 
Management,",  by  uisertlng  "or  the  Federal 
Bureau  of  Investigation,"  after  "the  Central 
Intelligence  Agency,",  and  by  striking  "de- 
partment, office  or  agency"  and  inserting  in 
lieu  thereof  "department,  office,  agency  or 
bureau"; 

(2)  in  subparagraph  (3)(A)  of  subsection 
(b)  by  striking  "or"  after  "Office  of  Person- 
nel Management,"  by  inserting  ",  or  the 
Federal  Bureau  of  Investigation"  after  "the 
Central  Intelligence  Agency",  by  striking 
"department,  office  or  agency"  and  insert- 
ing in  lieu  thereof  "department,  office, 
agency,  or  bureau",  and  by  striking  "depart- 
ment, office,  or  agency."  and  Inserting  in 
lieu  thereof  "department,  office,  agency,  or 
bureau."; 

(3)  in  subparagraph  (3 KB)  of  subsection 
(b)  by  striking  "or"  after  "Office  of  Person- 
nel Management."  and  by  inserting  ",  or  the 
Federal  Bureau  of  Investigation"  after  "the 
Central  Intelligence  Agency":  and 

(4)  in  subsection  (c)  by  striking  "or"  after 
"Office  of  Personnel  Management,"  and  by 
inserting  ',  or  the  Federal  Bureau  of  Inves- 
tigation" after  "the  Central  Intelligence 
Agency". 

(b)  Section  803(a)  of  the  Intelligence  Au- 
thorization Act  for  fiscal  year  1986  (Public 
Law  99-169)  is  amended  by  striking  "and" 
after  "Office  of  Personnel  Management." 
and  by  inserting  "and  the  Federal  Bureau  of 
Investigation,"  after  "the  Central  Intelli- 
gence Agency,". 

(c)  The  amendments  made  by  this  section 
shall  become  effective  with  respect  to  any 
inquiry  which  begins  after  the  date  of  en- 
actment of  this  Act  conducted  by  the  Feder- 
al Bureau  of  Investigation  for  purposes 
specified  in  paragraph  (b)H)  of  section  9101 
of  title  5,  United  States  Code. 

permanent  extension  of  DOD  AUTHORITY  TO 
USE  PROCEEDS  FROM  COUNTERINTELLIGENCE 
OPERATIONS 

Sec.  403.  (a)  Chapter  4  of  title  10,  United 
States  Code,  as  amended  by  section  401(c)  of 
this  Act,  is  further  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

"S  140e.  Authority  to  use  proceeds  from  counter- 
intelligence operations  of  the  military  depart- 
ments 

"(a)  The  Secretary  of  Defense  may  au- 
thorize, without  regard  to  the  provisions  of 
section  3302  of  title  31,  United  States  Code, 
use  of  proceeds  from  counterintelligence  op- 
erations conducted  by  components  of  the 
military  departments  to  offset  necessary 
and  reasonable  expenses,  not  otherwise  pro- 
hibited by  law,  incurred  in  such  operations, 
and  to  make  awards  to  personnel  involved  in 
such  operations,  if  use  of  appropriated 
funds  to  meet  such  expenses  or  to  make 
such  awards  would  not  be  practicable. 

"(b)  As  soon  as  the  net  proceeds  from 
such  counterintelligence  operations  are  no 
longer  necessary  for  the  conduct  of  those 
operations,  such  proceeds  shall  be  deposited 
into  the  Treasury  as  miscellaneous  receipts. 

"(c)  The  Secretary  of  Defense  shall  estab- 
lish policies  and  procedures  to  govern  acqui- 
sition, use,  management,  and  disposition  of 
proceeds  from  counterintelligence  oper- 
ations conducted  by  components  of  the  mili- 
tary departments,  including  effective  inter- 
nal systems  of  accounting  and  administra- 
tive controls.". 


(b)  The  table  of  contents  for  chapter  4  of 
title  10.  United  States  Code,  as  amended  by 
Section  401(d)  of  this  Act,  is  further  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing: 

"140e.  Authority  to  use  proceeds  from  coun- 
terintelligence operations  of 
the  military  departments.". 

federal  bureau  of  INVESTIGATION  COUNTER- 
INTELLIGENCE ACCESS  TO  FINANCIAL  RECORDS 
O^  AGENTS  OF  FOREIGN  POWERS 

Sec.  404.  Section  1114(a)  of  the  Right  of 
Financial  Privacy  Act  of  1978  (12  U.S.C. 
3414(a))  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(5)(A)  Financial  institutions,  and  offi- 
cers, employees,  and  sigents  thereof,  shall 
comply  with  a  request  for  a  customer's  or 
entity's  financial  records  made  pursuant  to 
this  subsection  by  the  Federal  Bureau  of  In- 
vestigation when  the  Director  of  the  Feder- 
al Bureau  of  Investigation  (or  the  Director's 
designee)  certifies  in  writing  to  the  financial 
institution  that  such  records  are  sought  for 
foreign  counterintelligence  purposes  and 
that  there  are  specific  and  articulable  facts 
giving  reason  to  believe  that  the  customer 
or  entity  whose  records  are  sought  is  a  for- 
eign power  or  an  agent  of  a  foreign  power  as 
defined  in  section  101  of  the  Foreign  Intelli- 
gence Surveillance  Act  of  1978  (50  U.S.C. 
1801). 

•(B)  The  Federal  Bureau  of  Investigation 
may  disseminate  information  obtained  pur- 
suant to  this  paragraph  only  as  provided  in 
guidelines  approved  by  the  Attorney  Gener- 
al for  foreign  intelligence  collection  and  for- 
eign counterintelligence  investigations  con- 
ducted by  the  Federal  Bureau  of  Investiga- 
tion, and,  with  respect  to  dissemination  to 
an  agency  of  the  United  States,  only  if  such 
information  is  clearly  relevant  to  the  au- 
thorized responsibilities  of  such  agency. 

"(C)  On  a  semiannual  basis  the  Attorney 
Genera!  shall  fully  inform  the  Permanent 
Select  Committee  on  Intelligence  of  the 
House  of  Representatives  and  the  Select 
Committee  on  Intelligence  of  the  Senate 
concerning  all  requests  made  pursuant  to 
this  paragraph. 

•(D)  No  financial  institution,  or  officer, 
employee,  or  agent  of  such  institution,  shall 
disclose  to  any  person  that  the  Federal 
Bureau  of  Investigation  has  sought  or  ob- 
tained access  to  a  customer's  or  entity's  fi- 
nancial records  under  this  paragraph.". 
TITLE  V-ADMINISTRATIVE  AUTHORI- 
TIES RELATING  TO  INTELLIGENCE 
PERSONNEL 

DEFENSE  INTELLIGENCE  AGENCY  CIVILIAN 
MEDICAL  EVACUATION  BENEFIT 

Sec.  501.  Subsection  1605(a)  of  title  10. 
United  States  Code,  is  amended  by  inserting 
••.  (5)"  after  'paragraphs  (2).  (3).  (4) "  and 
after  '(22  U.S.C.  4081  (2).  (3).  (4) ". 

ONE  YEAR  EXTENSION  OF  DEFENSE  INTELLI- 
GENCE AGENCY  SPECIAL  TERMINATION  AU- 
THORITY 

Sec.  502.  Paragraph  1604(e)(1)  of  title  10. 
United  SUtes  Code,  is  amended  by  striking 
"fiscal  years  1985  and  1986"  and  inserting  in 
lieu  thereof  "fiscal  years  1986  and  1987". 

ACCEPTANCE  OF  DIRECTOR  OF  CENTRAL  INTELLI- 
GENCE AWARDS  BY  MILITARY  INTELLIGENCE 
PERSONNEL 

Sec.  503.  Section  402  of  the  Intelligence 
Authorization  Act .  for  Fiscal  Year  1984 
(Public  Law  98-215)  is  amended  by  adding  at 
the  end  thereof  the  following: 

"(c)  The  Director  of  Central  InteUigence 
may  exercise  the  authority  granted  in  sec- 
tion 4503(2)  of  title  5,  \Jnited  SUtes  Code. 


with  respect  to  members  of  the  Armed 
Forces  who  are  assigned  to  foreign  intelli- 
gence duties  at  the  time  of  the  conduct 
which  gives  rise  to  the  exercise  of  such  au- 
thority. 

"(d)  An  award  made  by  the  Director  of 
Central  Intellience  to  an  employee  or 
member  of  the  Armed  Forces  under  the  au- 
thority of  section  4503  of  title  5.  United 
States,  or  this  section  may  be  paid  and  ac- 
cepted notwithstanding— 

'"(1)  section  5536  of  title  5.  United  SUtes 
Code;  and 

"(2)  the  death,  separation,  or  retirement 
of  the  employee  or  the  member  of  the 
Armed  Forces  whose  conduct  gave  rise  to 
the  award,  or  the  assignment  of  such 
member  to  duties  other  than  foreign  intelli- 
gence duties.". 

MANAGEMENT  OF  CIVILIAN  INTELLIGENCE 
PERSONNEL  OF  THE  MILITARY  DEPARTMENTS 

Sec.  504.  (a)  Chapter  81  of  title  10,  United 
SUtes  Code,  is  amended  by  adding  at  the 
end  thereof  the  following  new  section: 

"§  1590.  Management  of  civilian  intelligence  per- 
sonnel of  the  military  departments 

•"(a)  The  SecreUry  of  Defense  may,  with- 
out regard  to  the  provisions  of  any  other 
law  relating  to  the  number,  classification,  or 
compensation  of  employees— 

'"(1)  establish  such  positions  for  civilian 
intelligence  officers  and  employees  of  the 
military  departments  as  may  be  necessary 
to  carry  out  the  intelligence  functions  of 
such  departments; 

"(2)  appoint  individuals  to  such  positions; 
and 

"(3)  fix  the  compensation  of  such  individ- 
uals for  service  in  such  positior^. 

"(b)  The  SecreUry  of  Defense  shall,  sub- 
ject to  subsection  (c).  fix  the  rates  of  basic 
pay  for  positions  established  under  subsec- 
tion (a)  in  relation  to  the  rates  of  basic  pay 
provided  in  the  General  Schedule  under  sec- 
tion 5332  of  title  5  for  positions  subject  to 
such  Schedule  which  have  corresponding 
levels  of  duties  and  responsibilities.  Except 
in  the  case  of  a  civilian  intelligence  officer 
or  employee  of  a  military  department  serv- 
ing as  a  member  of  the  Senior  Executive 
Service  of  a  military  department,  no  civilian 
intelligence  officer  or  employee  of  a  mili- 
tary department  may  be  paid  basic  pay  at  a 
rate  in  excess  of  the  highest  rate  of  basic 
pay  payable  under  such  General  Schedule. 

•(c)  The  Secretary  of  Defense  is  author- 
ized, consistent  with  section  5341  of  title  5. 
to  adopt  such  provisions  of  such  title  aa  pro- 
vide for  prevailing  rate  systems  of  basic  pay 
and  to  apply  such  provisions  to  positions  for 
civilian  intelligence  officers  or  employees  in 
or  under  which  the  miliUry  departments 
may  employ  individuals  described  by  section 
5342(a)(2)(A)  of  such  title. 

•■(d)  In  addition  to  the  basic  pay  payable 
under  subsection  (b);  civilian  intelligence  of- 
ficers and  employees  of  the  military  depart- 
ments who  are  citizens  or  nationals  of  the 
United  States  and  who  are  sUtioned  ou'side 
the  continental  United  States  or  in  Alaska 
may  be  paid  allowances,  in  accordance  with 
regulations  prescribed  by  tl^e  Secretary  of 
Defense,  not  in  excess  of  an  allowance  au- 
thorized to  be  paid  by  section  5941(a)  of 
title  5  for  employees  whose  rates  of  basic 
pay  are  fixed  by  sUtute.  Such  allowances 
shall  be  based  on— 

"(1)  living  costs  substantially  higher  than 
in  the  District  of  Columbia; 

"(2)  conditions  of  environment  which 
differ  substantially  from  conditions  of  envi- 
ronment in  the  continental  United  SUtes 
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and  warrant  an  allowance  as  a  recruitment 
incentive;  or 

"(3)  both  of  the  factors  described  in  para- 
graphs (1)  and  (2). 

"(e)(1)  Notwithstanding  any  other  provi- 
sion of  law,  the  Secretary  of  Defense  may, 
during  fiscal  year  1987,  terminate  the  em- 
ployment of  any  civilian  intelhgence  officer 
or  employee  of  a  military  department  when- 
ever he  considers  that  action  to  be  in  the  in- 
terests of  the  United  States  and  he  deter- 
mines that  the  procedures  prescribed  in 
other  provisions  of  law  that  authorize  the 
termination  of  the  employment  of  such  offi- 
cer or  employee  cannot  be  invoiced  in  a 
manner  consistent  with  the  national  securi- 
ty. The  decisions  of  the  Secretary  under 
this  paj^graph  are  final  and  may  not  be  ap- 
pealed or  reviewed,  outside  the  Department 
of  Defense.  The  Secretary  of  Defense  shall 
promptly  notify  the  Permanent  Select  Com- 
mittee on  Intelligence  of  the  House  of  Rep- 
resentatives and  the  Select  Committee  on 
Intelligence  of  the  Senate  whenever  this 
termination  authority  is  exercised. 

"(2)  Any  termination  of  employment 
under  this  subsection  shall  not  affect  the 
right  of  the  officer  or  employee  involved  to 
seeli  or  accept  employment  with  any  other 
department  or  agency  of  the  United  States 
if  he  is  declared  eligible  for  such  employ- 
ment by  the  Director  of  the  Office  of  Per- 
sonnel Management. 

"(3)  The  Secretary  of  Defense  may  dele- 
gate authority  under  this  subsection  only  to 
the  Deputy  Secretary  of  Defense  or  the  Sec- 
retary concerned  or  both.  An  action  to  ter- 
minate any  civilian  intelligence  officer  or 
employee  of  a  military  department  by  either 
such  officer  shall  be  appealable  to  the  Sec- 
retary of  Defense.". 

(b)  The  table  of  sections  at  the  beginning 
of  chapter  81  of  title  10.  United  States  Code 
is  amended  by  adding  at  the  end  thereof  the 
following  new  item: 

"1590.  Management  of  civilian  intelligence 
personnel  of  the  military  de- 
partments.". 

NATIONAL  SECURITY  AGENCY  ACQUISITION  OF 
CRITICAL  SKILLS 

Sec.  505.  The  National  Security  Agency 
Act  of  1959  (50  U.S.C.  402  note)  is  amended 
by  adding  at  the  end  thereof  the  following 
section: 

"Sec.  16.  (a)  The  purpose  of  this  section  is 
to  establish  an  undergraduate  training  pro- 
gram, which  may  lead  to  the  baccalaureate 
degree,  to  facilitate  the  recruitment  of  indi- 
viduals, particularly  minority  high  school 
students,  with  a  demonstrated  capability  to 
develop  skills  critical  to  the  mission  of  the 
National  Security  Agency,  including  mathe- 
matics, computer  science,  engineering,  and 
foreign  languages. 

"(b)  The  Secretary  of  Defense  is  author- 
ized, in  his  discretion,  to  assign  civilian  em- 
ployees of  the  National  Security  Agency  as 
students  at  accredited  professional,  techni- 
cal, and  other  institutions  of  higher  learn- 
ing for  training  at  the  undergraduate  level 
in  skills  critical  to  effective  performance  of 
the  mission  of  the  Agency. 

"(c)  The  National  Security  Agency  may 
pay.  directly  or  by  reimbursement  to  em- 
ployees, expenses  incident  to  assignments 
under  subsection  (b),  in  any  fiscal  year  only 
to  the  extent  that  appropriated  funds  are 
available  for  such  purpose. 
■  "(dKl)  To  be  eligible  for  assignment 
under  subsection  (b),  an  employee  of  the 
Agency  must  agree  in  writing— 

"(A)  to  continue  in  the  service  of  the 
Agency  for  the  period  of  the  assignment 


and  to  complete  the  educational  course  of 
training  for  which  the  employee  is  assigned: 

"(B)  to  continue  in  the  service  of  the 
Agency  following  completion  of  the  assign- 
ment for  a  period  of  one-and-a-half  years 
for  each  year  of  the  assignment  or  part 
thereof: 

•(C)  to  reimburse  the  United  States  for 
the  total  cost  of  education  (excluding  the 
employee's  pay  and  allowances)  provided 
under  this  section  to  the  employee  if,  prior 
to  the  employee's  completing  the  education- 
al course  of  training  for  which  the  employee 
is  assigned,  the  assignment  or  the  employ- 
ee's employment  with  the  Agency  is  termi- 
nated either  by  the  Agency  due  to  miscon- 
duct by  the  employee  or  by  the  employee 
voluntarily:  and 

"(D)  to  reimburse  the  United  States  if, 
after  completing  the  educational  course  of 
training  for  which  the  employee  is  assigned, 
the  employee's  employment  with  the 
Agency  is  terminated  either  by  the  Agency 
due  to  misconduct  by  the  employee  or  by 
the  employee  voluntarily,  prior  to  the  em- 
ployee's completion  of  the  service  obligation 
period  described  in  subparagraph  (B),  in  an 
amount  that  bears  the  same  ratio  to  the 
total  cost  of  the  education  (excluding  the 
employee's  pay  and  allowances)  provided  to 
the  employee  as  the  unserved  portion  of  the 
service  obligation  period  described  in  sub- 
paragraph (B)  bears  to  the  total  period  of 
the  service  obligation  described  in  subpara- 
graph (B). 

"(2)  Subject  to  paragraph  '3),  the  obliga- 
tion to  reimburse  the  United  States  under 
an  agreement  described  in  paragraph  ( 1 ),  in- 
cluding interest  due  on  such  obligation,  is 
for  all  purposes  a  debt  owing  the  United 
States. 

"(3)(A)  A  discharge  in  bankruptcy  under 
title  11,  United  States  Code,  shall  not  re- 
lease a  person  from  an  obligation  to  reim- 
burse the  United  States  required  under  an 
agreement  described  in  paragraph  (1)  if  the 
final  decree  of  the  discharge  in  bankruptcy 
is  issued  within  five  years  after  the  last  day 
of  the  combined  period  of  service  obligation 
described  in  subparagraphs  (A)  and  (B)  of 
paragraph  ( 1 ). 

"(B)  The  Secretary  of  Defense  may  re- 
lease a  person,  in  whole  or  in  part,  from  the 
obligation  to  reimburse  the  United  States 
under  an  agreement  described  in  paragraph 
<  1 )  when,  in  his  discretion,  the  Secretary  de- 
termines that  equity  or  the  interests  of  the 
United  States  so  require. 

"(C)  The  Secretary  of  Defense  shall 
permit  an  employee  assigned  under  this  sec- 
tion who.  prior  to  commencing  a  second  aca- 
demic year  of  such  assignment,  voluntarily 
terminates  the  assignment  or  the  employ- 
ee's employment  with  the  Agency,  to  satisfy 
his  obligation  under  an  agreement  described 
in  paragraph  (1)  to  reimburse  the  United 
States  by  reimbursement  according  to  a 
schedule  of  monthly  payments  which  re- 
sults in  completion  of  reimbursement  by  a 
date  five  years  after  the  date  of  termination 
of  the  assignment  or  employment  or  earlier 
at  the  option  of  the  employee. 

"(e)  When  an  employee  is  assigned  under 
this  section  to  an  institution,  the  Agency 
shall  disclose  to  the  institution  to  which  the 
employee  is  assigned  that  the  Agency  em- 
ploys the  employee  and  that  the  Agency 
funds  the  employee's  education. 

"(f)  Chapter  41  of  title  5  and  subsections 
(a)  and  (b)  of  section  3324  of  title  31,  United 
States  Code,  shall  not  apply  with  respect  to 
this  section. 

"(g)  The  Secretary  of  Defense  may  issue 
such  regulations  as  may  t>e  necessary  to  im- 
plement this  section.". 


CENTRAL  INTELLIGENCE  AGENCY  A<^insrriON  OF 
CRITICAL  SKILLS 

Sec.  506.  Pursuant  to  the  authority  grant- 
ed in  section  8  of  the  Central  Intelligence 
Agency  Act  of  1949  (50  U.S.C.  403J).  the  Di- 
rector of  Central  Intelligence  shall  establish 
an  undergraduate  training  program  with  re- 
spect to  civilian  employees  of  the  Central 
Intelligence  Agency  similar  in  purpose,  con- 
ditions, content,  and  administration  to  the 
program  which  the  Secretary  of  Defense  is 
authorized  to  establish  under  section  16  of 
the  National  Security  Act  of  1959  (50  U.S.C. 
402  note)  for  civilian  employees  of  the  Na- 
tional Security  Agency. 

REPORT  ON  intelligence  PERSONNEL  SYSTEMS 

Sec  507.  Not  later  than  April  15,  1987,  the 
Secretary  of  Defense  and  the  Director  of 
Central  Intelligence  shall  submit  jointly,  an 
unclassified  report  to  the  Committee  on 
Post  Office  and  Civil  Service  and  the  Per- 
manent Select  Committee  on  Intelligence  of 
the  House  of  Representatives  and  to  the 
Committee  on  Governmental  Affairs  and 
the  Select  Conunittee  on  Intelligence  of  the 
Senate  describing  the  civilian  personnel  sys- 
tems for  officers  and  employees  of  the  Cen- 
tral Intelligence  Agency,  the  National  Secu- 
rity Agency,  and  the  Defense  Intelligence 
Agency,  and  the  personnel  systems  for  offi- 
cers and  employees  established  under  sec- 
tion 1590  of  title  10,  United  States  Code,  as 
added  by  section  504,  for  civilian  intelli- 
gence personnel  of  the  military  depart- 
ments. The  report  shall  include  descriptions 
of- 

(1)  how  each  such  intelligence  personnel 
system  differs  from  the  competitive  service 
and  from  each  other  such  system: 

(2)  the  specific  features  of  each  such  per- 
sonnel system  to  ensure  compliance  with 
the  merit  system  principles  set  forth  in  sec- 
tion 2301  of  title  5.  United  States  Code: 

(3)  any  features  of  compensation  (includ- 
ing bonuses  and  awards)  unique  to  such  per- 
sonnel system: 

(4)  authorities  to  take  actions  (including 
the  number  of  such  actions)  through  em- 
ployment termination  provisions  which  do 
not  permit  appeals  outside  the  agency:  and 

(5)  any  recruitment  or  retention  problems 
existing  within  such  system. 

TITLE  VI-MISCEXXANEOUS 

defense  happing  agency  exchange 
agreements 
Sec.    601.    (a)   Chapter    167   of   title    10. 
United  States  Code,  is  amended  by  adding 
at  the  end  thereof  the  following  new  sec- 
tion: 

"§  2793.  Exchange  of  mapping,  charting,  and  geo- 
detic data  with  foreign  countries  and  interna- 
tional organizations 

"The  Secretary  of  Defense  may  authorize 
the  Defense  Mapping  Agency  to  exchange 
or  furnish  mapping,  charting,  and  geodetic 
data,  supplies  and  services  to  a  foreign  coun- 
try or  international  organization  pursuant 
to  an  agreement  for  the  production  or  ex- 
change of  such  data.". 

(b)  The  table  of  contents  of  chapter  167  of 
title  10,  United  States  Code,  is  amended  by 
adding  at  the  end  thereof: 

"2795.  Exchange  of  mapping,  charting,  and 
geodetic  data  with  foreign 
countries  and  international  or- 
ganizations.". 

notice  to  congress  of  certain  transfers  of 
defense  articles  and  defense  services 
Sec.  602.  (a)  Title  V  of  the  National  Secu- 
rity Act  of  1947,  relating  to  accountability 
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for  intelligence  activities,  is  amended  by 
adding  at  the  end  thereof  the  following: 

"NOTICE  TO  CONGRESS  OT  CERTAIN  TRANSFERS 
or  DEFENSE  ARTICLES  AND  DEFENSE  SERVICES 

"Sec.  503.  (a)(1)  The  transfer  of  a  defense 
article  or  defense  service  exceeding 
$1,000,000  In  value  by  an  intelligence  agency 
to  a  recipient  outside  that  agency  shall  be 
considered  a  significant  anticipated  intelli- 
gence activity  for  the  purpose  of  section  501 
of  this  Act. 
"(2)  Paragraph  (1)  does  not  apply  if— 
"(A)  the  transfer  is  being  made  to  a  de- 
partment, agency,  or  other  entity  of  the 
United  States  (so  long  as  there  will  not  be  a 
subsequent  retransfer  of  the  defense  arti- 
cles or  defense  services  outside  the  United 
States  Government  in  conjunction  with  an 
intelligence  or  intelligence-related  activity); 
or 
"(B)  the  transfer— 

"(i)  is  being  made  pursuant  to  authorities 
contained  in  part  II  of  the  Foreign  Assist- 
ance Act  of  1961,  the  Arms  Export  Control 
Act,  title  10  of  the  United  States  Code  (in- 
cluding a  law  enacted  pursuant  to  section 
7307(b)(1)  of  that  title),  or  the  Federal 
Property  and  Administrative  Services  Act  of 
1949,  and 

"(ii)  is  not  being  made  in  conjunction  with 
an  intelligence  or  intelligence-related  activi- 
ty. 

"(3)  An  intelligence  agency  may  not  trans- 
fer any  defense  articles  or  defense  services 
outside  the  agency  in  conjunction  with  any 
intelligence  or  intelligence-related  activity 
for  which  funds  were  denied  by  the  Con- 
gress. 
"(b)  As  used  in  this  section— 
"(1)  the  term  intelligence  agency'  means 
any  department,  agency,  or  other  entity  of 
the  United  States  involved  in  intelligence  or 
intelligence-related  activities; 
'     "(2)  the  terms   defense  articles'  and   de- 
fense   services'    mean    the    items    on    the 
United  States  Munitions  List  pursuant  to 
section  38  of  the  Arms  Export  Control  Act 
(22  CFR  part  121); 
"(3)  the  term  transfer'  means— 
"(A)  in  the  case  of  defense  articles,  the 
transfer  of  possession  of  those  articles;  and 
•'(B)  in  the  case  of  defense  services,  the 
provision  of  those  services; 
"(4)  the  term  'value'  means— 
"(A)  in  the  case  of  defense  articles,  the 
greater  of — 

"(i)  the  original  acquisition  cost  to  the 
United  States  Government,  plus  the  cost  of 
improvements  or  other  modifications  made 
by  or  on  behalf  of  the  Government;  or 
"(ii)  the  replacement  cost;  and 
"(B)  in  the  case  of  defense  services,  the 
full  cost  to  the  Government  of  providing 
the  services.". 

(b)  The  table  of  contents  at  the  end  of  the 
first  section  of  such  Act  is  amended  by  in- 
serting the  following  after  the  item  relating 
to  section  502: 

"503.  Notice  to  Congress  of  certain  transfers 
of  defense  articles  and  defense 
services.". 

COVERT  AGENT  DISCLOSURE  FEDERAL  PENSION 
FORFEirURE 

Sec.  603.  Section  8312(c)(1)(C)  of  title  5, 
United  States  Code  is  amended  by  strilting 
the  period  at  the  end  thereof  and  inserting 
in  lieu  thereof  "or  section  601  of  the  Nation- 
al Security  Act  of  1947  (50  U.S.C.  421)  (re- 
lating to  intelligence  identities).". 

AMENDMENT  OFFERED  BT  MR.  HAMILTON 

Mr.  HAMILTON.  Mr.  Chairman,  I 
offer  an  amendment. 
The  Clerk  read  as  follows: 


Amendment  offered  by  Mr.  Hamilton:  On 
page  9,  line  5,  strike  "late"  and  insert  in  lieu 
thereof  "later". 

On  page  20.  line  16.  after  ""United  States" 
insert  "Code". 

On  page  32,  line  9,  after  the  semicolon 
insert  "and". 

Mr.  HAMtftON  (during  the  read- 
ing). Mr.  Chairman,  I  ask  unanimous 
consent  that  the  amendment  be  con- 
sidered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 


from  $292  billion  to  $286  billion.  Since 
the  intelligence  bill  was  reported  out 
at  a  time  when  the  defense  authoriza- 
tion bill  was  pegged  to  a  $292  billion 
total.  Its  authorizations  now  must  be 
adjusted  downward  to  reflect  the 
lower  $286  billion  total. 

My  amendment  does  this.  It  ensures 
that  the  authorization  of  appropria- 
tions in  this  bill  are  as  reflected  in  the 
defense  authorization  bill.  The  Intelli- 
gence Committee  worked  closely  with 


to  the  requfest  of  the  gentleman  from  the  Committee  on  Armed  Services  at 

Indiana?  the  time  of  its  original  markup  and 

There  was  no  objection.  si^ce  then  in  setting  levels  for  intelli- 

Mr.    HAMILTON.    Mr.    Chairman,  gg^ce  accounts.  This  amendment  ad- 

this.a&endment  is  purely  techmcal.  It  j,,^,,    intPiiispnoP    authorizations    at 


corrects  three  printing  errors  and  has  i_^_ 
no  substantive  effect.  I  ask  'or  ite-'^.j^^ 
adoption.  /  „„  ^ 

The  CitAIRMAN.  The  question'is  on 
the  amenciment  offered  by  the  gentle- 
man froln'Indiana  [Mr.  Hamilton]. 

The  amehdment  was  agreed  to. 

AMENDMENT  OFFERED  BY  BIR.  HAMILTON 

Mr.  HAMILTON.  Mr.  Chairman.  I 
offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Hamilton:  On 
page  3,  line  3,  insert  "(a)"  after  "102". 

On  Ra^e  3,  line  7,  strike  "classified  Sched- 
ule of  AU«iorizations  prepared  by  the  Per- 
manent S^ect  Committee  on  Intelligence" 
and  insert /in  lieu  thereof  "amended  classi- 
fied Schedule  of  Authorizations  dated  Sep- 
tember 15,  1986  signed  by  the  Chairman  and 
Ranking  Minority  Member  of  the  Perma- 
nent Select  Committee  on  Intelligence,  and 
on  file  at  the  offices  of  that  Committee" 
and  strike  "Schedule"  each  time  it  appears 
thereafter  in  subsection  102(a)  and  insert  in 
lieu  thereof  "amended  Schedule  ". 

On  page  3.  after  line  15.  add  the  following: 
f  "(b)  Funds  appropriated  to  the  Depart- 
>ment  of  Defense  for  Fiscal  Year  1987  for  in- 
4elligence  and  intelligence-related  activities 
and  listed  under  the  heading  "additional 
specifically  authorized  activities"  in  the 
amended  Schedule  of  Authorizations  to 
which  subsection  (a)  refers,  shall  be  consid- 
ered to  be  specifically  authorized  by  the 
Congress  for  such  activities  for  purposes  of 
section  502  of  the  National  Security  Act  of 
1947,  notwithstanding  the  absence  of  au- 
thorizations of  appropriations  for  such  ac- 
tivities in  this  Act." 

Mr.  HAMILTON  (during  the  read- 
ing). Mr.  Chairman.  I  ask  unanimous 
consent  that  the  amendment  be  con- 
sidered as  read  and  printed  in  the 
Rfcord 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Indiana? 
There  was  no  objection. 
Mr.  HAMILTON.  Mr.  Chairman, 
this  is  a  budget  amendment.  It 
changes  amounts  authorized  for  both 
the  National  Foreign  Intelligence  Pro- 
gram smd  Tactical  Intelligence  and  Re- 
lated Activities  so  that  the  bill  is  in 
congruence  with  H.R.  4428.  The  fiscal 
year  1987  defense  authorization  bill,  as 
it  passed  the  House.  As  Members  will 
recall.  H.R.  4428  was  amended  by  the 
Spratt-McCurdy  amendment  to  lower 
the  total  budget  authority  for  defense 


intelligence 
Is  agreed  upon  between  the  com- 
mittees and  reflected  in  floor  action 
on  the  defense  authorization  bill. 

Mr.  Chairman,  the  amendment  also 
waives  the  effect  of  section  502  of  the 
National  Security  Act  of  1947  as  to 
certain  intelligence  accounts  in  the 
fiscal  year  1987  defense  appropriations 
bill,  H.R.  5438.  The  Defense  Appropria- 
tions Subcommittee  marked  up  after 
the  Intelligence  Committee.  It  recom- 
mended some  additional  appropria- 
tions not  authorized  by  the  Intelli- 
gence Committee  using  funds  which  it, 
in  effect,  transferred  from  other  de- 
fense accounts.  The  amendment  would 
not  authorize  these  amounts,  but  it 
would  remove  any  obstacle  to  their  use 
if  they  are  actually  appropriated. 

Mr.  Chairman,  both  elements  of  this 
amendment  represent  efforts  at  coop- 
eration and  coordination  with  the 
Committees  on  Appropriations  and 
Armed  Services.  It  is  the  aim  of  the 
Intelligence  Committee  to  secure  as 
good  an  understanding  in  both  these 
conunittees  for  the  continued  demands 
being  placed  on  our  intelligence  serv- 
ices and  the  relatively  higher  budget 
priority  that  we  believe  intelligence 
deserves.  This  is  a  message  that  needs 
to  be  given  greater  attention  within 
the  executive  branch  as  well.  Until  it 
is,  the  increasing  fiscal  restraints 
placed  on  all  defense  expenditures  will 
act  to  underfund  this  crucial  national 
security  function. 


D  1305 

Mr.  STUMP.  Mr.  Chairman.  I  move 
to  strike  the  last  word. 

Mr.  Chairman,  we  urge  adoption  of 
the  amendment  on  this  side  also. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Indiana  [Mr.  Hamilton]. 

The  amendment  was  agreeO^o. 

amendment  offered  by  MR.  STOKES 

Mr.  STOKES.  Mr.  Chairman.  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Stokks:  On 
page  5,  after  line  22.  Insert  the  following 
new  section: 
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"RESTRICTION  ON  INTElXICfMCE  AGENCY 
COOPERATION  WITH  SOUTH  AFRICA 

"Sec.  108.  No  agency  or  entity  of  the 
United  States  involved  in  intelligence  activi- 
ties may  engage  in  any  form  of  cooperation, 
direct  or  indirect,  with  the  government  of 
South  Africa,  except  activities  which  are 
reasonably  designed  to  facilitate  the  collec- 
tion of  necessary  Intelligence.  It  is  the 
policy  of  the  United  States  that  no  agency 
or  entity  of  the  United  States  involved  in  in- 
telligence activities  may  provide  any  intelli- 
gence information  to  the  government  of 
South  Africa  which  pertains  to  a  South  Af- 
rican internal  opposition  group,  movement, 
organization,  or  individual.  Any  change  in 
such  policy,  or  the  provision  of  intelligence 
information  contrary  to  such  policy,  shall 
be  considered  a  significant  anticipated  intel- 
ligence activity  for  purposes  of  Section  501 
of  the  National  Security  Act  of  1947.' ' 

Mr.  STOKES  (during  the  reading). 
Mr.  Chairman,  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Ohio? 

There  was  no  objection. 

Mr.  STOKES.  Mr.  Chairman,  recent- 
ly, the  New  York  Times  published  an 
article  by  Seymour  Hersh  which  al- 
leged a  significant  intelligence  ex- 
change between  the  United  States  and 
the  Government  of  South  Africa.  In 
particular,  Mr.  Hersh  charged  that  the 
United  States  provides  information 
concerning  the  African  National  Con- 
gress and  other  South  African  opposi- 
tion groups  to  the  Government  of 
South  Africa. 

Given  the  position  of  the  United 
States  Government  concerning  South 
Africa  and  the  strong  feeling  in  this 
body  about  the  immoral  and  unsup- 
portable  nature  of  apartheid,  I  joined 
other  members  of  the  committee  in 
carefully  reviewing  this  article  and  in 
fully  investigating  all  of  its  charges. 
We  spoke  with  intelligence  officials. 
We  demanded  and  received  written  re- 
sponses to  our  questions  about  this  al- 
leged relationship. 

That  process  led  us,  I  believe,  to  a 
reasonably  good  understanding  of  the 
nature  of  U.S.  intelligence  activities  in 
question.  It  also  led  me  to  the  convic- 
tion that  it  would  be  important,  both 
because  of  the  allegations  in  Mr. 
Hersh 's  article  and  because  of  the 
deep  concern  in  this  House  about  the 
United  States  relationship  to  South 
Africa,  to  offer  an  amendment  which 
would  make  clear  the  acceptable  limits 
of  any  potential  intelligence  relation- 
ship with  South  Africa. 

The  amendment  which  I  offer  pro- 
hibits intelligence  cooperation  with 
the  Government  of  South  Africa 
except  for  Intelligence  collection.  It 
also  states  that  it  is  the  policy  of  the 
United  States  not  to  provide  any  intel- 
ligence information  to  the  Govern- 
ment of  South  Africa  concerning  any 
opposition  group  or  individual.  F^lr- 
ther.  in  the  event  that  an  exception  is 


promulgated  to  this  policy,  or  any  in- 
telligence information  is  ever  passed, 
the  Director  of  Central  Intelligence 
must  inform  the  House  and  Senate  In- 
telligence Committees  of  this  prior  to 
such  an  event. 

Mr.  Chairman,  this  provision  is  es- 
sentially a  modification  of  the  Kenne- 
dy amendment  to  the  South  African 
sanctions  bill  passed  by  the  Senate. 
My  understanding  is  that  it  was 
worked  out  in  connection  with  the 
Central  Intelligence  Agency  and  that, 
although  this  administration  opposes 
all  legislation  on  South  African  sanc- 
tions, my  modification  of  the  Kennedy 
amendment  is  not  viewed  as  prohibit- 
ing activities  which  the  United  States 
contemplates  entering  into. 

Mr.  Chairman,  my  judgment,  and  I 
believe  that  of  the  intelligence  com- 
munity, is  that  this  amendment  would 
not  result  in  the  loss  of  any  necessary 
intelligence,  nor  would  it  prevent  the 
United  States  ^rom  acting  to  forestall 
the  loss  of  innocent  life,  which  is  the 
only  circumstance  under  which  intelli- 
gence likely  would  be  provided.  What 
it  does  do  is  state  clearly  for  all  the 
world  to  know  that  the  United  States 
will  not  side  with  white  South  Africa 
against  black  South  Africa. 

It  is  unfortunate  that  such  a  mes- 
sage needs  to  be  sent,  but  it  is  clearly 
one  that  must  be  sent,  and  sent  again, 
until  it  is  finally  understood  in  the 
councils  of  white  South  Africans  that 
apartheid  and  the  system  which  it 
supports  cannot  stand  against  the  in- 
alienable rights  of  black  South  Afri- 
cans to  determine  their  own  destiny 
and  to  acquire  the  rights  of  represen- 
tation, free  passage,  and  human  digni- 
ty that  are  daily  denied  them  in  the 
ghettos  of  South  Africa. 

Mr.  Chairman,  I  urge  the  support  of 
this  amendment. 

Mr.  STUMP.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  STOKES.  I  yield  to  my  distin- 
guished ranking  minority  member  of 
the  subconrunittee,  the  gentleman 
from  Arizona  [Mr.  Stump]. 

Mr.  STUMP.  Mr.  Chairman,  while 
there  is  some  reluctance  to  this 
amendment,  we  have  examined  it  dn 
this  side  and  are  willing  to  accept  it. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Ohio  [Mr.  Stokes]. 

The  amendment  was  agreed  to. 

AMENDMENT  OrFERED  BY  MR.  SHAW 

Mr.  SHAW.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Shaw:  Page 
33.  insert  after  line  7  the  following: 

TITLE  VII-DRUG  TESTING 

CONTROLLED  SUBSTANCE  TESTING  PROGRAM 

Sec.  701.  <a)  The  head  of  each  agency  re- 
ferred to  in  section  101  shall  implement  a 
controlled  substances  testing  program  for 
any  employee  of  such  agency  for  whose  ac- 
tivities funds  are  authorized  by  this  Act. 


(b>  The  results  of  any  test  administered 
under  subsection  (a)  shall  be  reported- 
CD  to  the  individual  tested;  and 
(2)  to  the  appropriate  agency  head  or 
other  authority  responsible  for  implement- 
ing the  program  under  which  the  test  Is  ad- 
ministered. 

Mr.  SHAW  (during  the  reading).  Mr. 
Chairman,  I  ask  imanimous  consent 
that  the  amendment  be  considered  as 
read  and  printed  in  the  Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Florida? 

There  was  no  objection. 

Mr.  SHAW.  Mr.  Chairman,  this  is  a 
simple  yet  extremely  vital  amend- 
ment. It  requires  that  those  who  are 
involved  in  the  intelligence  activities 
of  this  country  be  demonstrably  drug 
free.  ' 

One  of  the  gravest  threats  to  the  se- 
curity of  this  Nation  is  the  possibility 
that  classified  information  and  covert 
activities  may  be  revealed  to  foreign 
powers  by  those  who  are  entrusted 
with  the  protection  of  such  secrets.  A 
person  who  abuses  illegal  drugs  not 
only  demonstrates  a  serious  lack  of 
character  and  good  sense;  they  also 
expose  themselves  to  the  threat  of 
blackmail.  Does  any  Member  of  this 
House  believe  that  a  drug  dealer  would 
hesitate  for  one  second  to  sell  their 
list  of  customers  to  foreign  agents? 
Does  anyone  here  believe  that  nations 
such  as  the  Soviet  Union  would  refrain 
from  using  such  a  list? 

Individuals  who  purchase  illegal 
drugs  engage  in  a  criminal  conspiracy. 
They  are,  by  definition,  felons.  If  ex- 
posed as  such,  they  face  professional 
ruin,  personal  disgrace,  and  possibly 
prison.  When  such  people  are  con- 
fronted by  a  foreign  agent  with  proof 
of  their  crimes,  what  is  their  likely  re- 
action? Having  proven  a  lack  of  moral 
fiber  by  using  drugs,  are  they  now 
going  to  redeem  themselves  by  refus- 
ing to  spy?  I  doubt  it. 

An  inescapable  temptation  is  the  ad- 
dict's chronic  need  for  money.  Illegal 
drugs  are  not  cheap.  A  cocaine  user 
may  spend  $100  a  day  on  drugs.  That 
comes  to  over  $36,000  a  year.  Where 
does  a  civil  servant  making  a  maxi- 
mum of  $68,000  gross  per  year  come 
up  with  $36,000  to  spend  on  drugs?  As 
we  learned  from  the  infamous  spy 
Ronald  Pelton,  who  had  a  $200  a  week 
drug  habit,  they  come  up  with  the 
money  by  selling  the  most  valuable 
commodity  they  can  lay  their  hands 
on,  our  Nation's  security.  Narcotics 
also  played  a  contributory  role  in  the 
Falcon  and  Snowman  case  where 
Christopher  John  Boyce,  a  self-admit- 
ted abuser  of  marijuana  and  cocaine, 
conspired  with  his  pusher,  Andrew 
Dalton  Lee,  to  sell  cryptographic  data 
to  the  Russians.  Edmond  Lee  Howard, 
a  former  employee  of  the  CIA  is  now 
known  to  have  had  a  pattern  of  drug 
abuse.  Mr.  Howard  distinguished  him- 
self by  becoming  the  first  CIA  agent 
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to  defect  to  the  Soviet  Union.  Finally, 
there  is  the  case  of  Randy  Myles  Jef- 
feries,  a  Washington,  DC,  courier  ad- 
dicted to  both  cocaine  and  heroin.  Mr. 
Jefferies  tried  to  sell  classified  tran- 
scripts of  closed  proceedings  of  this 
very  body.  In  these  cases  the  culprits 
were  revealed  after  the  damage  was 
done.  If  any  one  of  these  people  had 
been  required  to  take  a  drug  test  their 
trea^nous  activities  might  have  been 
prevented.  With  this  amendment  we 
have  an  opportunity  to  preclude  fur- 
ther such  abuses. 

We  all  know  that  earlier  this  week 
the  President  released  an  Executive 
order  requiring  Federal  agencies  to  im- 
plement a  drug  testing  program.  I  ap- 
plaud the  President's  order  and  I  sup- 
port it.  But  we  must  realize  that  an 
Executive  order  is  not  a  law,  it  is  not 
an  act  of  Congress  and  its  authority 
may  be  repealed  at  the  end  of  this  ad- 
ministration. This  is  the  body  which 
must  act;  it  is  Congress  which  must 
craft  a  law  to  deal  with  the  threat  of 
drug  abuse  by  those  in  sensitive  posi- 
tions within  our  Government. 

I  assure  my  fellow  Members  that  if 
we  do  not  identify  those  within  our  in- 
telligence community  who  abuse  nar- 
cotics, sooner  or  later  our  enemies  will. 
I  urge  a  yes  vote  on  this  amendment. 

n  1315 

Mr.  HAMILTON.  Mr.  Chairman,  I 
move  to  strike  the  last  word. 

Mr.  Chairman,  I  rise  for  the  purpose 
of  asking  the  sponsor  of  the  amend- 
ment some  questions. 

The  gentleman,  I  know,  has  been 
very  active  in  support  of  our  drug  leg- 
islation and  I  commend  the  gentleman 
for  that.  The  gentleman  can  appreci- 
ate, I  am  sure,  the  fact  that  I  was  just 
handed  the  amendment,  so  I  am  not 
sure  just  what  its  implications  are,  and 
I  do  have  a  question  or  two  about  it. 

As  I  read  it,  it  covers  every  agency 
that  is  included  in  this  bill. 

Now,  we  include  in  this  bill  the  De- 
partment of  Defense,  the  Central  In- 
telligence Agency,  the  Defense  Intelli- 
gence Agency,  the  National  Security 
Agency,  the  Department  of  the  Army, 
the  Department  of  the  Navy,  the  De- 
partment of  the  Air  Force,  the  Depart- 
ment of  State,  the  Department  of  the 
Treasury,  the  Department  of  Energy, 
and  the  Federal  Bureau  of  Investiga- 
tion, and  the  Drug  E^nforcement  Ad- 
ministration. 

As  I  read  the  amendment,  all  em- 
ployees in  each  of  those  agencies  or 
departments  would  be  required  to  take 
a  controlled  substance  test,  is  that  cor- 
rect^ 

Mr.  SHAW.  Mr.  Chairman,  if  the 
gentleman  will  yield,  the  language  of 
the  amendment  says  that  the  head  of 
each  agency,  as  the  gentleman  refers 
to  them,  shall  implement  a  controlled 
substances  testing  program  for  any 
employee  of  such  agency. 


The  testing  program  itself  would  be 
a  decision  of  the  head  of  the  agency 
who,  of  course,  would  be  directed  by 
the  President  as  to  whether  or  not  it 
had-trrt  regular  testing  of  all  employ- 
ees or  if  indeed  it  would  require  the 
employee  to  come  in  and  be  tested 
should  some  type  of  bizarre  conduct 
arise,  or  also  as  to  whether  or  not  that 
employee  had  access  to  sensitive  infor- 
mation. 

Mr.  HAMILTON.  But  it  would  not 
require  or  mandate  the  testing  of 
every  single  employee;  it  would  only 
require  the  testing  of  that  employee 
who  is  designated  by  the  Director  or 
the  Secretary,  is  that  right? 

Mr.  SHAW.  It  would  require  the 
head  of  the  agency  to  make  the  deter- 
mination as  to  how  and  when  an  em- 
ployee is  to  be  tested,  but  I  would  say 
that  every  employee  would  be  on 
notice  that  he  might  very  well  be 
tested 

Mr.  HAMILTON.  Now,  there  is  no 
money  in  this  bill  for  this  testing  pro- 
gram. How  does  the  gentleman  pro- 
pose to  pay  for  the  testing  program? 

Mr.  SHAW.  The  same  way  it  is  being 
paid  for  now  under  the  Executive 
order  that  the  President  has  put  out. 

Mr.  HAMILTON.  Would  the  gentle- 
man spell  that  out  for  me,  please? 

Mr.  SHAW.  I  carmot.  I  do  not  know 
the  answer  to  that  question. 

Mr.  HAMILTON.  Is  there  anything 
in  this  that  goes  beyond  the  Presi- 
dent's order,  or  does  the  gentleman 
see  this  is  totally  consistent  with  the 
President's  order? 

Mr.  SHAW.  I  see  this  as  Congress 
joining  with  the  President  in  one 
single  voice  as  stating  that  we  are 
going  to  implement  drug  testing  in  the 
areas  covered  by  this  bill. 

Mr.  HAMILTON.  Well,  I  must  say, 
the  amendment  raises  a  lot  of  ques- 
tions in  my  mind.  They  are  not  all  to- 
tally resolved  just  on  the  basis  of  our 
dialog,  but  I  am  not  disposed  to  object 
to  the  amendment. 

Mr.  McHUGH.  Mr.  Chairman,  I 
move  to  strike  the  requisite  number  of 
words.  y 

Mr.  Chairman,  I  also  would  like  to 
ask  the  gentleman  from  Florida  a 
question  or  two  in  order  to  get  clear  in 
my  own  mind  the  scope, of  this  pro- 
gram. 

The  first  question  is  similar  to  one 
asked  by  the  chairman,  and  that  is. 
Why  should  we  adopt  this  amend- 
ment, in  light  of  the  President's  Exec- 
utive order  just  issued  this  week? 
What  does  this  do  which  the  Presi- 
dent's Executive  order  does  not  do 
with  regard  to  these  agencies? 

Mr.  SHAW.  Mr.  Chairman,  if  the 
gentleman  will  yield,  it  simply  places  it 
into  law.  The  Executive  order  itself  is 
not  a  law  such  as  could  be  passed  by 
this  Congress.  It  could  go  away  tomor- 
row. It  could  go  away  with  the  next 
administration. 


Mr.  McHUGH.  Well,  is  there  any 
reason  for  the  gentleman  to  believe 
that  the  President,  who  after  all  will 
be  in  of  fice\  another  2  years  plus, 
would  changn^  his  own  Executive 
order?  \ 

Mr.  SHAW.  Iv  have  no  reason  to  be- 
lieve that  he  would,  no. 

Mr.  McHUGH.  My  second  reserva- 
tion about  this,  Mr.  Chairman,  is  that 
by  this  amendment  we  are  dealing 
with  some  agencies  of  the  executive 
branch,  but  not  others.  Is  it  wise,  does 
the  gentleman  think,  for  us  to  deal  on 
a  piecemeal  basis  with  some  agencies 
and  not  others?  I  realize  the  only  op- 
portunity the  gentleman  has  on  this 
bill  is  to  deal  with  these  agencies,  but 
particularly  in  light  of  the  President's 
Executive  order  which  affects  all  agen- 
cies, why  should  we  be  dealing  with 
some  and  not  others? 

Mr.  SHAW.  Well,  the  gentleman 
raises  a  very  interesting  point,  which  I 
think  has  an  equally  interesting 
answer. 

I  has  an  all-encompassing  bill  that 
was  asked  to  be  included  as  an  amend- 
ment to  the  omnibus  drug  bill  which 
came  to  this  House  last  week.  Despite 
the  fact  that  an  earlier  agreement  had 
been  made  between  the  minority  and 
the  majority  side  with  regard  to  the 
rule  as  it  would  apply  to  my  particular 
amendment,  the  Rules  Committee 
itself  ruled  that  my  amendment  would 
be  out  of  order. 

I  guess  we  would  have  to  say  this  is 
the  only  opportunity  that  I  have  had 
to  date.  I  trust  there  will  be  other  op- 
portunities to  append  this  amendment 
or  a  similar  amendment  on  other  bills, 
and  should  they  involve  anything 
having  to  do  with  the  security  of  this 
country  or  access  to  sensitive  informa- 
tion, I  can  assure  the  gentleman  from 
New  York  that  I  will  be  here  to  offer 
such  an  amendment. 

Mr.  McHUGH.  Well,  I  thank  the 
gentleman  for  responding. 

I  guess,  Mr.  Chairman,  I  would  urge 
at  this  time  at  least  that  we  reject  the 
amendment.  I  am  convinced  the^  gen- 
tleman is  absolutely  sincere  in  trying 
to  get  at  what  could  be  a  major  prob- 
lem. All  of  us  agree  that  drug  use  or 
drug  abuse  in  any  Federal  agency,  but 
particularly  in  ones  which  deal  with 
sensitive  information,  is  a  major  con- 
cern; so  the  gentleman  is  absolutely 
right  to  be  directing  his  attention  to 
that  and  to  be  concerned  about  it,  as 
we  all  are;  but  I  do  have  these  reserva- 
tions which  perhaps  with  more  time 
could  be  resolved. 

I  hesitate  to  see  us  deal  with  some 
agencies  and  not  others.  I  hesitate  to 
see  us  act  precipitously  without  much 
advance  notice,  and  I  realize  the  gen- 
tleman might  not  have  had  an  oppor- 
timity  to  give  us  an  earlier  notice.  J)ut 
to  act  precipitously  here  in  light  of 
that  fact  that  the  President  himself 
has  just   issued  an  Executive  order 
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which  clearly  he  has  no  intention  of 
withdrawing  any  time  soon,  and  for 
that  reason  I  do  not  think  there  is  any 
particular  reason  why  we  should  act 
now. 

I  appreciate  the  gentleman's  candid 
response.  I  certainly  appreciate  his 
concern,  but  I  do  hope  the  member- 
ship will  reject  the  amendment  at  this 
time. 

Mr.  GREGG.  Mr.  Chairman,  I  move 
to  strike  the  requisite  number  of 
words.  I  rise  in  support  of  the  amend- 
ment. 

Bir.  Chairman,  I  would  like  to  sup- 
port the  gentleman  from  Florida  for 
bringing  forward  this  amendment.  I 
think  it  is  totally  appropriate  that  this 
Congress  go  on  record,  as  the  adminis- 
tration has,  in  stating  that  we  feel 
that  in  this  very  sensitive  area,  espe- 
cially the  area  of  intelligence  gather- 
ing, that  there  should  be  a  review  of 
the  people  who  are  working  in  this 
area  relative  to  drugs  and  that  it  is  to- 
tally correct  that  as  a  Congress  which 
has  just  passed  a  bill  which  is  going  to 
spend  upward  of  $3  to  $4  billion  in 
trying  to  get  some  control  over  the 
drug  problem  in  this  country,  that  we 
set  the  example  begiiming  with  our 
own  area  of  responsibility,  which  is 
the  management  of  the  Government. 

I  believe  the  amendment  of  the  gen- 
tleman from  Florida  is  exactly  that.  It 
is  an  example-setting  type  of  an 
amendment.  It  clearly  gives  flexibility 
to  the  various  agencies  in  establishing 
this  drug  review  program.  As  a  result, 
it  allows  those  agencies  to  pursue  the 
issue  of  whether  or  not  people  dealing 
with  classified  information,  especially 
intelligence  information,  are  involved 
in  drugs.  Therefore,  I  think  it  is  an  ex- 
cellent amendment. 

In  addition,  I  would  like  to  comment 
briefly  on  an  amendment  which  is 
coming  up,  which  unfortunately  due 
to  the  time  restraints  put  on  that 
amendment,  many  of  us  on  this  side 
who  wish  to  speak  to  it  are  not  going 
to  have  time,  and  that  is  the  Stump 
amendment,  which  will  eliminate  basi- 
cally the  language  of  the  bill  which 
limits  the  ability  to  aid  the  freedom 
fighters  in  Angola. 

This  is  an  issue  of  freedom.  It  is  an 
issue  whether  or  not  we  as  a  Congress 
are  going  to  be  asked  or  are  going  to 
pass  a  law  which  would  require  that 
freedom  be  fought  for  in  various  areas 
of  this  world,  but  that  the  United 
States  will  not  participate  in  that 
fight,  or  if  we  do  participate  in  that 
fight,  it  will  be  with  one  hand  tied 
behind  ourbacks. 

I  think  If  is  ironic  that  had  the  lan- 
guage of  this  bill  as  is  proposed  in  lim- 
iting aid  in  the  area  of  covert  aid  to 
the  Angolan  freedom  fighters  been  in 
place,  for  example,  in  a  country  like 
Prance  in  1775,  the  United  States  Rev- 
olution might  not  have  been  success- 
ful, because  it  was  initially  covert  aid 
from  France  that  assisted  us  in  orga- 


nizing our  own  revolution  here,  and 
that  is  exactly  what  we  are  trying  to 
do  in  Angola.  We  are  trying  to  initiate 
and  assist  the  revolution  against  a  re- 
pressive regime  that  has  obtained  out- 
side assistance  from  the  Cubans  and 
the  Soviets,  a  regime  which  clearly  is 
not  reflective  of  the  values  of  human 
rights  which  we  subscribe  to  in  this 
country,  and  yet  we  are  being  told  in 
this  bill  that  we  are  not  going  to  be 
able  to  send  that  type  of  support  to 
Angola,  except  in  an  open  way  and  in 
a  way  which  clearly  was  not  consistent 
with  the  people  who  are  fighting  there 
and  who  desire  such  aid,  but  cannot 
take  it  openly  because  of  the  implica- 
tions of  that. 

It  seems  to  me  that  if  we  go  down 
the  route  proposed  by  this  bill,  we  will 
undercut  our  ability  as  a  nation  not 
only  to  assist  people  in  Angola,  but 
throughout  the  world,  because  we  will 
be  sending  a  signal  that  this  country  is 
only  going  to  fight  with  one  hand  tied 
behind  its  back. 

Therefore,  I  strongly  support  the 
Stump  amendment,  but  initially  I  sup- 
port the  amendment  offered  by  the 
gentleman  from  Florida  [Mr.  Shaw]. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Florida  [Mr.  Shaw]. 

The  amendment  was  agreed  to. 

The  CHAIRMAN.  Are  there  any 
other  amendments  under  the  rule? 

ABfEMDMENT  OFFERED  BY  MR.  STUMP 

Mr.  STUMP.  Mr.  Chairman.  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Stump:  On 
page  5.  strike  lines  5  through  22.  inclusive. 

The  CHAIRMAN.  Under  this  rule, 
the  gentleman  from  Arizona  [Mr. 
Stump]  will  be  recognized  for  1  hour 
and  a  Member  opposed  will  be  recog- 
nized for  1  hour. 

The  gentleman  from  Indiana  [Mr. 
Hamilton]  will  be  recognized  in  oppo- 
sition. 

The  Chair  recognizes  the  gentleman 
from  Arizona  [Mr.  Stump]. 

Mr.  STUMP.  Mr.  Chairman,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Chairman,  section  107  of  H.R. 
4759  eliminates  the  covert  action 
option  for  United  States  policy  toward 
Angola.  It  flatly  prohibits  covert  aid  to 
the  Angolan  freedom  fighters. 

Regardless  of  what  the  future  might 
hold— such  as  a  renewed  Communist 
offensive  to  eliminate  the  UNITA  free- 
dom fighters  in  Angola— under  section 
107  the  United  States  could  not  give 
UNITA  forces  aid  to  defend  them- 
selves unless  the  President  announced 
the  aid  to  the  world  and  the  Congress 
conducted  a  public  debate  and  ap- 
proved it  by  joint  resolution. 

Mr.  Chairman,  how  ridiculous  can 
we  get,  that  the  Congress  of  the 
United  States  has  to  approve  a  joint 
resolution  before  the  President  of  the 
United  States  can  exercise  his  option 


to  offer  covert  aid  to  a  friendly  coun- 
try. 

If  the  United  States  aids  UNITA,  we 
might  need  cooperation  from  people 
or  countries  which  would  help  us  in  a 
covert  action,  but  not  in  an  overt 
action.  It  is  a  tough  world  and  some 
things  must  be  done  in  secret  to  be 
successful.  This  Congress  should  not 
destroy  the  covert  action  option  for 
Angola. 

The  House  should  adopt  the  Stump- 
Pepper  amendment  and  preserve  the 
United  States  covert  action  option  for 
Angola. 

If  U.S.  interests  around  the  world 
are  to  be  advanced,  the  President  and 
the  Congress  should  be  able  to  deal  re- 
sponsibly and  quietly  with  certain  as- 
pects of  foreign  policy  through  estab- 
lished congressional  fimding  and  over- 
sight arrangements. 

Mr.  Chairman,  I  urge  my  colleagues 
to  vote  "aye"  on  the  Stump-Pepper 
amendment  to  strike  section  107. 

Mr.  Chairman,  I  yield  7  minutes  to 
the  gentleman  from  Illinois  [Mr. 
Hyde]. 

Mr.  HYDE.  Mr.  Chairman,  freedom 
for  the  people  of  Angola  is  just  as  im- 
portant as  freedom  for  the  people  of 
Cambodia  or  Afghanistan.  The  black 
people  of  Angola  are  entitled  to  enjoy 
self-determination  as  much  as  any 
people  in  the  world.  Why  we  put  them 
aside  and  say  that  somehow  that  is 
not  important,  I  do  not  know. 

The  people  of  Cambodia,  the  people 
of  Afghanistan,  yes,  and  the  people  of 
Angola  are  being  oppressed  by  the 
same  tyranny,  the  same  Communist 
tyranny  generated  and  directed  by  the 
Soviet  Union. 

Now,  on  this  vote  today,  you  cannot 
escape  choosing  either  the  Brezhnev 
doctrine  that  says  once  a  country  is 
taken  over  by  Communists,  that  proc- 
ess is  irreversible,  or  the  Reagan  doc- 
trine that  says  people  who  are  willing 
to  fight  with  theirHives  to  resist  Com- 
munist tyranny  are 'entitled  to  help,  to 
support  from  the  so-called  leader  of 
the  free  world.. 

This  effort  is  by  those  who  generally 
reject  helping  freedom  fighters,  cer- 
tainly in  Central  America,  and  it  is  de- 
signed to  exploit  the  antiapartheid 
sentiment  that  obtains  today  in  this 
country. 

Now,  their  argument,  the  argxunent 
of  the  supporters  of  the  bill  as  drafted 
with  section  107  in  it,  is  that  if  we  help 
Savimbi,  that  somehow  we  become 
allied  with  the  Republic  of  South 
Africa. 

You  know,  in  1975  we  were  told  in- 
cessantly by  the  liberal  voices  that  we 
would  drive  the  MPLA  into  the  Sovi- 
et's arms  if  we  helped  Savimbi  and 
UNITA. 

Well,  they  made  the  same  argument 
about  Castro,  that  if  we  did  not  sup- 
port Castro,  we  would  drive  him  into 
the  arms  of  the  Russians. 
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They  made  the  same  argimient 
about  the  Sandinistas.  If  we  did  not 
help  the  Sandinistas,  we  would  drive 
them  into  the  arms  of  the  Russians. 

I  might  say  parenthetically  there  is 
a  little  arrogance  about  that,  as 
though  Castro,  as  though  the  Sandi- 
nistas, and  as  though  the  MPLA  are 
not  capable  of  knowing  where  they 
want  to  go,  are  not  capable  of  under- 
standing and  determining  the  direc- 
tion in  which  they  want  to  take  their 
followers  without  us  forcing  them  to 
go  in  our  direction. 

But  you  know  what  is  strange  about 
that  argument?  We  have  never  heard 
that  by  cutting  off  aid  to  Savimbi,  we 
drove  him  into  the  arms  of  South 
Africa.  You  never  hear  that  side  of  the 
argument.  I  wonder  why? 

Now,  we  are  helping  the  mujaheddin 
in  Afghanistan.  So  is  the  Ayatollah 
Khomeini.  There  are  1  million  refu- 
gees in  Iran  fleeing  from  Afghanistan. 
Imagine  how  great  things  must  be  in 
Afghanistan  if  you  have  to  go  to  Iran 
for  safety. 

Does  that  ally  us  with  Iran  and  the 
Ayatollah?  Is  that  not  silly?  We  are 
helping  Sonn  San  and  some  freedom 
fighters  in  Cambodia.  So  is  the  Khmer 
Rouge  under  the  late,  great  Pol  Pot. 
Does  that  ally  us  with  the  murderous 
Khmer  Rouge?  In  World  War  II,  when 
Hitler  was  the  enemy,  we  were  allied 
with  Joe  Stalin,  one  of  the  really  pro- 
fessional killers  of  all  time.  Did  that 
make  us  allies  in  morality  and  in  polit- 
ical outlook?  That  is  nonsense.  In  a 
fight  for  survival  you  take  help  from 
where  you  can  get  it,  and  anyone  who 
does  not  understand  that  has  never 
been  in  a  fight. 

Savimbi  is  black.  UNITA  is  black.  To 
think  that  they  are  supporters  of 
apartheid  does  violence  to  logic  and 
common  sense.  One  wonders  whether 
the  supporters  of  Mr.  Hamilton's  initi- 
ative want  us  to  be  comfortable  in  the 
southern  half  of  Africa  with  SWAPO, 
which  is  Communist,  with  the  ANC, 
which  is  dominated  in  every  key  spot 
and  funded  by  communism,  with 
30,000  Cubans,  with  Mozambique— a 
Communist  state,  with  Mugabe  hur- 
tling toward  Marxism.  There  is  one 
little  force  left  there  fighting  commu- 
nism, and  that  happens  to  be  Sa- 
vimbi—let  us  cut  the  rug  out  from 
under  him  this  bill  says. 

There  is  another  argument  that 
Members  are  going  to  hear  today,  that 
Savimbi  is  insufficiently  capitalist.  Re- 
member, he  is  not  capitalist  enough 
for  the  gentleman  of  the  left.  These 
are  the  people  who  would  faU  over 
themselves  to  attend  a  reception  for 
the  Marxist  Mugabe  of  Zimbabwe. 

We  gave  the  Clark  amendment  10 
years  of  work.  We  listened  10  years 
ago  when  they  said  that  this  was  a 
tribal  fight,  and  that  these  countries 
are  nationalistic,  and  there  will  be  no 


Communist  states  in  Africa.  We  lis- 
tened to  that,  and  we  stayed  away. 

Do  you  know  what  the  Clark  amend- 
ment was?  Another  example  of  a  fa- 
vorite theory  of  the  gentleman  of  the 
left— foreign  policy  for  example.  If  we 
do  not  intervene,  they  will  not  inter- 
vene. It  is  the  same  thing  that  the 
gentlemen  are  trying  to  sell  us  on 
arms  control— if  we  disarm,  they  will 
disarm. 

Well,  we  have  had  10  years  of  for- 
eign policy  by  example  in  Angola,  and 
it  did  not  work.  If  you  take  Savimbi 
out  and  take  UNITA  out,  you  have 
SWAPO  Communists,  you  have  the 
ANC  Communists,  you  have  30,000 
Cubans,  and  you  have  Marxist 
Mugabe,  Marxist  Machel  of  Mozam- 
bique, and  with  South  Africa  on  the 
brink  of  a  bloodbath,  is  all  this  in  our 
national  interest? 

What  message  do  we  send  to  other 
countries  which  need  cover  to  operate 
in  that  part  of  the  world?  How  do  we 
elicit  cooperation  on  international  ter- 
rorism if  we  cannot  keep  a  secret,  if  we 
think  that  every  aspect  of  our  foreign 
policy  has  to  be  debated  in  public  and 
that  Congress  has  to  pass  resolutions? 

Well,  what  is  it  going  to  be.  the 
Brezhnev  doctrine,  or  supporting  free- 
dom fighters  who  are  willing  to  die  on 
their  feet  rather  than  live  on  their 
knees?  I  urge  support  for  the  Pepper 
amendment,  for  the  Fascell  amend- 
ment, and  for  the  Stump  amendment. 
The  struggle  for  freedom  is  not  parti- 
san anymore,  it  is  bipartisan,  and  some 
leading  Democrats  are  supporting  this 
amendment. 

I  ask  the  Members  to  put  their  coun- 
try's interests  ahead  of  nonsense  that 
says  that  somehow  we  are  supporting 
apartheid  by  helping  UNITA  give  its 
people  and  its  country  self-govern- 
ment, and  ask  that  they  support  the 
Stump-Pepper  amendment.  Don't  con- 
sign Angola  to  the  Soviet  bloc  by  de- 
fault. 

Mr.  HAMILTON.  Mr.  Chairman.  I 
yield  myself  11  minutes. 

Mr.  Chairman.  I  rise  iii  opposition  to 
the  amendment  to  strike  section  107  of 
the  Intelligence  Authorization  Act  for 
fiscal  year  1987. 

This  is  an  important  provision  of  the 
bill  that  touches  directly  on  the  un- 
folding tragedy  in  southern  Africa  and 
merits  the  specific  attention  of  my  col- 
leagues. 

Section  107  would  prohibit  the  use 
of  any  funds  available  to  agencies  in- 
volved in  intelligence  activities  for 
military  or  paramilitary  operations  in 
Angola  unless  the  President  publicly 
requests,  and  the  Congress  by  joint 
resolution  approves,  such  support. 

I  urge  my  colleagues  to  reject  this 
amendment  to  delete  section  107  be- 
cause passage  of  the  amendment 
would  be  bad  procedure  and  it  would 
be  bad  policy. 


raOCEDDBAL  ISSOKS  , 

First,  the  question  of  whether  the 
United  States  should  assist  the  nation- 
alist insurgency  of  the  Union  for  the 
Total  Independence  of  Angola 
[UNITA]  is  an  important  foreign 
policy  decision  and  one  that  should  in- 
volve the  Congress. 

Section  107  simply  requires  the 
President  to  follow  normal  procedures 
in  dealing  with  the  Congress  on  an 
issue  with  major  foreign  policy  ramifi- 
cations. 

There  are  serious  foreign  policy 
questions  which  must  be  considered  in 
any  decision  on  providing  aid  to 
UNITA.  and  the  Congress  should  have 
a  significant  role  in  the  debate.  The 
decision  to  aid  Savimbi  is  a  change  in 
American  foreign  policy.  When  foreign 
policy  is  made,  as  is  being  done  here, 
and  is  not  merely  being  implemented— 
under  the  Constitution  both  the  Con- 
gress and  the  President  should  be  in- 
volved. 

Congress  has  a  constitutional  role  in 
foreign  policymaking  to  declare  war. 
to  provide  for  the  defense  of  the 
United  States,  and  to  appropriate 
other  funding  to  sustain  American  for- 
eign policies.  Each  of  these  constllii- 
tional  powers  of  the  Congress  are  ai 
issue  in  this  Angola  debate. 

Few  foreign  policy  decisions  are 
equal  in  importance  to  a  decision  to  go 
to  war  or  to  support  a  war.  This  bill  fo- 
cuses attention  on  the  necessity  of  col- 
lective judgment  and  shared  wisdom  in 
the  critically  important  decision  to 
support  a  war.  The  extreme  complex- 
ity of  the  modem  world,  the  growth  of 
America's  responsibilities  and  the  am- 
biguous nature  of  many  international 
crises  all  demand  that  Congress  and 
the  President  pool  their  judgments  on 
these  questions. 

Opponents  of  this  section  argue  that 
it  restricts  the  President's  flexibility 
to  carry  out  U.S.  foreign  policy.  How- 
ever, when  significant  change  in  for- 
eign policy  is  under  consideration,  the 
chances  of  developing  a  policy  which 
will  have  the  support  of  the  Congress 
and  the  public  are  greatly  enhanced  if 
that  change  is  publicly  acknowledged 
and  discussed.  Any  covert  action  in 
Angola  will  be  difficult  to  sustain  in 
the  absence  of  a  thorough  and  frank 
debate  of  the  issue. 

Second,  section  107  should  be  sup- 
ported  because   the   administration's    < 
recommended  course  continues  to  ex- 
clude the  Congress. 

So  far.  the  administration's  ap- 
proach on  Angola  has  been  to  make  a 
significant  foreign  policy  change  and, 
apparently,  to  support  a  covert  war  in 
Angola  by  bypassing  the  Congress  and 
excluding  it  from  the  decisionmaking 
process. 

This  change  in  foreign  policy  is 
being  made  through  the  covert  sujtion 
procedure  which  does  not  require  the 
approval  of  the  Congress— or  indeed 
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any  Member  of  the  Congress.  All  that 
Ls  required  under  this  procedure  is  for 
the  President  to  notify  the  Congress. 

The  President  and  the  Vice  Presi- 
dent have  engaged  in  public  discussion 
of  this  issue.  Why  should  Members  of 
Congress  be  excluded? 

Certainly  Members  of  Congress  do 
not  oppose  the  concept  of  covert 
action  programs.  We  all  agree  that 
certain  aspects  of  foreign  policy  must 
be  conducted  in  secret.  There  is  strong 
support  in  the  Congress  and  the 
House  Select  Committee  on  Intelli- 
gence for  covert  activities  programs 
under  appropriate  circumstances.  The 
House  Intelligence  Committee  has 
supported,  both  politically  and  finan- 
cially, a  full  covert  action  capability 
for  the  President.  It  supports  the  vast 
majority  of  covert  actions  proposed  by 
the  President.  Over  the  years,  the 
committee  has  brought  only  two  mat- 
ters before  the  full  body  of  the  House. 

It  Ls  not  the  view  of  the  committee 
that  all  paramilitary  covert  actions 
must  be  submitted  to  a  vote  or  that 
paramilitary  covert  actions  cannot, 
under  any  circumstances,  remain 
covert  or  be  successful.  Yet,  when  ad- 
vance planning  for  a  possible  covert 
action  appears  to  have  been  conducted 
via  political  speeches  and  in  the  press, 
the  conunittee  considers  it  unliltely 
that  such  a  possible  program  can 
remain  covert.  Where  such  a  program 
is  not  covert,  the  administration's  use 
of  covert  policy  would  effectively 
bypass  the  role  of  the  Congress  in  de- 
bating significant  foreign  policy  deci- 
sions. 

Covert  authority  is  intended  to  be  a 
necessary  secret  tool  to  help  imple- 
ment policy,  not  a  means  to  change 
policy  in  secret.  Section  107  provides 
an  essential  opportunity  for  public  de- 
liberation. The  assertion  of  Congress' 
right  in  this  instance  should  be  some- 
thing which  Members  can  support,  re- 
gardless of  their  support  or  opposition 
for  any  covert  military  assistance  pro- 
gram for  UNIT  A. 

The  issue  of  a  significant  change  in 
United  States  policy  in  Angola  is  too 
important  a  decision  for  only  16  mem- 
bers of  the  House  Intelligence  Com- 
mittee to  be  informed  of  any  such  pro- 
gram. It  is  simply  too  controversial  a 
decision.  Section  107  retains  the 
proper  authority  of  the  whole  Con- 
gress to  help  determine  U.S.  policy  on 
this  hotly  debated  issue. 

POLICY  QUESTIONS 

There  are  also  significant  policy  rea- 
sons involved  in  aiding  UNITA  which 
deserve  consideration. 

First,  providing  assistance  to  Jonas 
Savimbi  and  UNITA  will  place  the 
United  States  shoulder  to  shoulder 
with  South  Africa  in  the  eyes  of  much 
of  black  Africa  and  the  developing 
world. 

Support  for  UNITA  will  bolster 
South  Africa,  and  send  exactly  the 
wrong  message  to  South  Africa  Today 


the  United  States  .should  be  sending  a 
signal  of  strength  and  power  to  South 
Africa  and  the  world  that  we  find 
apartheid  reprehensible.  If  we  support 
Savimbi  we  will  only  dilute  and  con- 
fuse that  message. 

We  caiuiot  claim  to  oppose  vigorous- 
ly apartheid  while  cooperating  with 
South  Africa  over  Angola.  Support  for 
UNITA  will  undermine  United  States 
antiapartheid  policy  and  diminish  our 
leverage  for  change  in  South  Africa 
itself. 

UNITA  is  almost  totally  dependent 
upon  South  Africa  for  weapons  and 
supplies.  South  African  ground  and  air 
forces  have  performed  combat  roles  in 
Angola  in  support  of  UNITA.  South 
African  forces  also  have  occupied 
parts  of  southern  Angola  between  1981 
and  1985.  and  they  have  conducted  op- 
erations against  United  States  oil  fa- 
cilities in  northern  Angola. 

The  key  point  is  that  UNITA  is  a 
proxy  for  South  Africa  and  exists  only 
with  massive  South  African  backing. 
Support  for  UNITA  is  support  for 
South  Africa.  South  Africa  will  inter- 
vene in  support  of  UNITA  whenever  it 
sees  intervention  in  its  interest.  United 
States  assistance  to  UNITA  cannot  re- 
place or  displace  South  Africa's  pres- 
ence. 

Second,  assistance  to  UNITA  under- 
mines negotiations  to  solve  the  Ango- 
lan situation  and  to  obtain  the  with- 
drawal of  Cuban,  Soviet,  and  other 
Eastern  European  forces.  It  also  ends, 
in  effect,  efforts  to  negotiate  a  settle- 
ment for  Namibia. 

Angola  will  not  view  the  United 
States  as  a  fair  mediator  if  the  United 
States  is  arming  Angola's  enemy.  Aid 
to  Savimbi  will  escalate  the  war.  not 
diminish  it,  and  make  successful  nego- 
tiations more  remote.  Support  for 
UNITA  will  damage  U.S.  credibility  as 
an  honest  and  impartial  broker  in 
helping  to  resolve  disputes  not  just  in 
Angola,  but  throughout  southern 
Africa. 

In  the  negotiations  for  Namibian  in- 
dependence, Angola  offered  to  reduce 
by  two-thirds  the  number  of  Cuban 
troops  on  its  soil  in  exchange  for 
South  African  withdrawal  from  Na- 
mibia. The  United  States  had  estab- 
lished direct  contact  with  the  Angolan 
Government  in  these  negotiations. 
Now  that  contact  is  over  because 
Angola  believes  the  United  States  no 
longer  wants  a  negotiated  settlement. 
It  is  hard  to  imagine  how  U.S.  aid  to 
Savimbi  would  enable  negotiations  to 
succeed. 

Aid  to  UNITA  will  polarize  the 
region  and  increase  the  level  of  con- 
flict. Because  of  threats  to  its  security 
Angola  will  continue  to  seek  assistance 
from  Cuba  and  members  of  the 
Warsaw  Pact.  This  will  give  the  Sovi- 
ets increased  leverage  in  Angola  and 
throughout  southern  Africa. 

Third,  Savimbi  and  UNITA  are  dubi- 
ous allies. 


Savimbi  may  have  charisma,  but  he 
is  politically  unreliable.  He  changes 
his  alliances  to  suit  his  interests.  He 
has  been  stridently  antiimperiaUst, 
and  procapitalist  in  little  more  than  a 
decade.  A  former  self-proclaimed 
Maoist,  he  now  fights  with  the  slogan 
of  socialism  and  nonalignment.  He 
says  he  intends  to  blow  up  United 
States  oil  firms  operating  in  Angola. 
He  has  shown  an  extraordinary  talent 
for  telling  people  what  they  want  to 
hear.  He  suffers  from  a  cult  of  person- 
ality. His  rhetoric  turns  on  the  next 
check.  His  views  defy  ideological  de- 
scription. 

One  reporter,  after  spending  7 
months  with  UNITA  forces,  said:  "Sa- 
vimbi is  an  enigma,  a  man  on  whom 
many  labels  now  stick— brilliant,  char- 
ismatic, affable,  unyielding,  forgiving, 
temporizing,  machiavellian,  opportun- 
istic, lying,  nationalistic.  Marxist. 
Maoist,  pro- Western,  Socialist." 

He  has  frankly  stated:  "I  will  get 
support  where  I  can  get  it."  The 
United  States  should  not  rest  its  for- 
eign policy  on  such  an  ally.  He  cannot 
be  trusted.  The  fact  that  he  is  anti- 
Soviet  is  not  sufficient  grounds  for 
helping  him. 

He  simply  does  not  have  a  credible, 
consistent,  moderate.  pro-American, 
democratic  record. 

UNITA  under  Savimbi  has  violated 
human  rights  and  its  abuses  under- 
mine chances  for  popular  support.  Its 
history  is  replete  with  examples  of 
bombings  in  public  places,  kidnaping 
foreign  technicians,  killing  innocent  ci- 
vilians and  mining  village  farmlands. 

UNITA  is  a  weak  reed  upon  which  to 
rest  the  U.S.  national  interest.  Based 
on  what  I  know  as  chairman  of  the 
House  Intelligence  Committee,  it 
cannot  win  the  power  struggle  in 
Angola.  It  cannot  achieve  a  military 
victory.  Savimbi's  case  remains  largely 
tribal,  even  after  more  than  15  years 
in  the  field. 

The  Angolan  economy  is  shattered 
and  the  Angolan  Government  is  forced 
to  spend  some  75  percent  of  the  na- 
tional budget  on  the  military.  Even  so, 
over  a  10-year  period.  UNITA  and  Sa- 
vimbi have  been  unable  to  capitalize 
on  Angola's  dire  plight. 

Fourth,  a  policy  to  support  Savimbi 
does  not  have  regional  support  and 
will  earn  the  United  States  the  enmity 
of  African  states. 

In  July  1985  the  51  states  of  the 
OAU  in  a  formal  declaration  said  that 
any  United  States  aid  to  UNITA  would 
be  "considered  a  hostile  act  against 
the  Organization  of  African  Unity." 

Nearly  all  African  states  see  UNITA 
as  a  tool  of  South  African  policy  and 
they  condemn  Savimbi's  ties  to  Preto- 
ria. We  must  understand  how  deeply 
Africans  will  resent  the  United  States 
taking  South  Africa's  side.  Every 
major  antiapartheid  leader  in  South 
Africa  and  in  Namibia  opposes  United 
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states  aid  to  UNIT  A,  and  they  say  this 
both  publicly  and  privately.  Make  no 
mistake  about  it,  without  regional  sup- 
port. United  States  policy  in  Angola 
cannot  succeed. 

A  policy  to  aid  Savlml^i  is  a  mis- 
placed priority.  The  obstacles  to  a  re- 
gional settlement  in  southern  Africa 
lie  in  Pretoria,  not  in  Angola.  What 
the  United  States  needs  is  leverage 
against  South  Africa,  not  Angola. 
Black  Africa  sees  apartheid  and  South 
African  control  of  Namibia— not 
Soviet-sponsored  communism  or  Marx- 
ism—as the  primary  causes  of  instabil- 
ity in  the  region.  United  States  sup- 
port for  UNITA  will  put  the  United 
States  and  black  Africa  at  v;ross-pur- 
poses.  United  States  support  for 
UNITA  will  make  it  increasingly  diffi- 
cult to  win  black  African  support  for 
United  States  policy  initiatives. 

Fifth,  aiding  Savimbi  will  strengthen 
the  Soviet  position  in  southern  Africa. 

It  will  make  Angola  more  dependent 
on  the  Soviet  Union.  It  will  bolster  the 
Soviet  Union  in  African  eyes.  It  will 
help  the  Soviets  earn  substanital  hard 
currency  from  the  sale  of  arms  to 
Angola. 

To  stop  Soviet  influence  in  the 
region  we  must  stop  apartheid.  To  the 
extent  the  United  States  aligns  itself 
with  Savimbi,  and  his  ally,  South 
Africa,  we  align  ourselves  with  the 
forces  of  apartheid.  That  weakens  us 
throughout  Africa,  and  strengthens 
the  Soviet  Union.  The  end  of  Soviet 
influence  in  Angola  and  in  the  region 
depends  on  diminishing  the  power  and 
spread  of  apartheid,  not  the  reverse. 

Aid  to  Savimbi  will  ally  the  United 
States  with  South  Africa  in  a  broad  of- 
fensive against  virtually  all  of  South 
Africa's  neighbors,  and  will  not  raise 
the  costs  to  the  Soviet  Union  of  sup- 
porting leftist  governments  like  that 
in  Angola.  Rather,  aid  to  Savimbi  will 
raise  the  cost  to  the  United  States 
throughout  black  Africa  and  increase 
opportunities  for  the  Soviet  Union. 

Aid  to  Savimbi  will  not  produce  the 
goals  we  seek— namely,  the  withdrawal 
of  the  more  than  30.000  Cuban  troops 
and  Soviet  military  advisers  from  An- 
golan soil.  Rathfer,  it  will  make  Angola 
more  dependent  on  the  Cubans,  and 
less  willing  to  send  them  home. 

Aid  to  Savimbi  will  prolong  and  esca- 
late the  violence  in  the  region  and  pro- 
mote cross-border  military  action, 
without  benefit  to  U.S.  .strategic  and 
political  interests.  Conflict  will  not  get 
the  Soviets  or  Cubans  out  of  Angola- 
negotiations  may. 

Sixth,  there  is  a  lack  of  clarity  in 
United  States  policy  toward  Angola. 

The  means  of  U.S.  policy  do  not 
match  the  stated  end.  In  his  1986 
State  of  the  Union  address  the  Presi- 
dent said  we  must  provide  moral  and 
material  assistance  to  those  who  wish 
"not  just  to  fight  and  die  for  freedom 
but  to  fight  and  win  freedom."  The 
President  apparently  is  committed  to 


the  rhetoric  of  victory,  but  he  has  not 
sought  the  resources  to  achieve  victo- 
ry. The  imanswered  questions  are  how 
much  and  for  how  long  is  the  United 
States  prepared  to  spend  over  time  in 
support  of  Savimbi? 

The  lack  of  public  debate  has  al- 
lowed the  administration  to  avoid  stat- 
ing what  United  States  policy  is 
toward  Angola.  Some  in  the  adminis- 
tration say  it  is  to  achieve  victory, 
others  say  it  is  to  force  a  negotiated 
settlement  of  the  war  in  Angola,  still 
others  say  that  it  is  to  expel  the  Soviet 
and  Cuban  military  presence.  The 
President  has  not  clarified  which  of 
these  several  goals  are  the  goals  of 
United  States  policy  in  Angola. 

CONCLUSION 

Mr.  Chairman,  it  has  been  suggested 
that  in  voting  last  year  to  repeal  the 
Clark  amendment,  which  had  prohib- 
ited assistance  to  any  Angolan  military 
faction  since  1976,  the  Congress  ap- 
proved aid  to  UNITA.  I  voted  to  repeal 
the  Clark  amendment  and,  to  the  con- 
trary, I  considered  it  no  such  endorse- 
ment. Repeal  of  the  Clark  amendment 
was  not  a  vote  to  Aid  UNITA.  It  was  a 
vote  to  remove  the  prohibition  only. 

There  is  a  very  big  difference  be- 
tween a  vote  to  repeal  the  Clark 
amendment  and  a  vote  to  strike  sec- 
tion 107.  The  difference  is  in  the 
result. 

If  you  voted  to  repeal  the  Clark 
amendment,  nothing  much  happened, 
except  that  a  legal  prohibition  was  re- 
moved. The  explicitly  stated  policy  of 
the  administration  at  that  time  was 
that  there  was  no  intention  to  aid  Sa- 
vimbi. 

If  you  vote  to  strike  section  107,  a  lot 
happens.  Covert  aid  to  Savimbi  can 
flow  and  a  war  is  expanded. 

If  you  vote  against  the  motion  to 
strike,  you  merely  say  that  if  we  are 
going  to  aid  Savimbi  we  should  do  it 
openly,  with  Congress  participating, 
not  secretly,  with  the  full  Congress  ex- 
cluded. 

If  the  Congress  loiowlingly  and  pub- 
licly votes  in  favor  of  military  involve- 
ment, Mr.  Savimbi  and  his  followers 
have  a  better  chance  of  sustained  as- 
sistance based  on  the  commitment  of 
the  American  people.  If  the  Congress 
votes  against  such  assistance,  it  will  be 
after  a  full  and  free  discussion  of  all 
the  relevant  facts.  Either  option  is 
preferable  to  the  current  practice  of 
making  important  foreign  policy  deci- 
sion secretly— and,  then,  when  the  de- 
cision prove  to  have  been  wrong,  to 
berate  the  Congress  for  not  honoring 
so-called  national  commitments. 

Mr.  Chairman,  for  procedural  and 
substantive  reasons,  I  urge  a  vote 
against  this  amendment  and  to  retain 
section  107  of  the  Intelligence  Author- 
ization Act  of  1987,  thus  insuring  a 
full  and  open  debate  on  a  foreign 
policy  issue  of  immense  importance  to 
U.S.  strategic  and  political  interests  in 
southern  Africa. 
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Mr.  STUMP.  Mr.  Chairman,  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  New  York  [Mr.  Solo- 
mon]. 

Mr.  SOLOMON.  Mr.  Chairman,  let 
me  just  say  I  spoke  at  length  on  this 
bill  yesterday.  Here  is  the  Stratton 
amendment  vote  from  last  year  when 
we  repealed  the  Clark  amendment.  If 
you  want  to  be  consistent,  you  will 
vote  exactly  how  you  did  last  year. 
Come  over  and  see  how  you  voted,  and 
let  us  pass  the  Stump-Pepper  amend- 
ment. 

Mr.  Chairman,  I  have  listened  to  my  good 
colleagues  here,  who  have  been  arguing  In 
recent  days  that  the  administration  has  made 
public  expression  of  support  ror  the  anti-Com- 
munist resistance  in  Angola  too  much.  And  so 
it's  not  appropriate  to  back  up  this  support  by 
means  of  this  bill. 

I  personally  cannot  agree  with  this  argu- 
ment. 

I  am  not  going  to  try  to  swing  you  to  my 
side  on  this  point,  but  I  am  going  to  point  out 
that  President  Reagan  has  thrown  his  public 
support  to  freedom  fighters  throughout  the 
worid.  In  this  House  earlier  this  year,  In  fact, 
he  spoke  to  us  with  great  conviction  about  the 
struggles  for  freedom,  not  just  In  Angola,  but 
In  Afghanistan,  Cambodia,  Nicaragua,  and 
elsewhere.  If  we  agree  with  the  argument 
behind  section  107,  we  bring  Into  doubt  our 
ability  to  help  the  fight  for  freedom  in  all  these 
areas. 

Mr.  Chairman,  I  do  want  to  address  today 
some  of  the  other  arguments  against  aid  to 
the  Angolan  Resistance  that  we  have  heard 
recently.  I  am  talking  about  the  voices  and  ar- 
ticles that  say  that  these  black  freedom  fight- 
ers are  just  "armed  bands"  that  only  want  to 
spread  racist  apartheid.  If  we  all  employ  our 
common  sense,  we  know  that  black  Africans 
In  Angola  don't  fight  and  die  for  the  sake  of 
apartheid.  To  me  this  sounds  too  much  like 
the  Soviet  statements  we  often  hear  calling 
the  freedom  fighters  in  Afghanistan  "bandits." 
Let's  not  kid  ourselves,  ladies  and  gentlemen, 
these  other  arguments  are  bunk,  pure  and 
simple,  and  let's  not  muddy  our  proper  consid- 
eration of  this  bill  by  giving  them  any  ae- 
dence.  The  Angolan  freedom  fighters  desame 
better  than  that.  And,  let  me  point  out  that  if 
you  are  worried  about  the  Angolan  resistance 
movement's  use  of  South  African  aid.  any 
vote  to  cut  off  American  aid  would  have  to 
force  this  movenoent  right  back  to  that  coun- 
try. Wars  are  not  won  on  good  wishes  alone, 
and  frankly,  we  are  the  only  alternative. 

Mr.  Chairman,  let's  not  repeat  tf>e  mistake 
we  made  In  the  1970's,  when  we  left  these 
courageous  people  to  fight  alone.  They  are 
not  asking  for  any  American  military  involve- 
ment. They  have  clawed  their  way  back  to  the 
point  that  they  today  can  lay  claim  to  a  third 
of  their  country,  despite  massive  Soviet  ar>d 
Cuban  aid.  They  do  need  our  support,  howev- 
er. When  we  consider  this  bill,  let's  not  forget 
the  goals  of  .American  policy  in  ttie  Third 
World— we  are  against  the  spread  of  totalitar- 
ian nile  in  these  countries— we  are  trying  to 
give  these  countries  the  chance  to  build  de- 
mocracy. 


23620 


CONGRESSIONAL  RECORD— HOUSE 


September  17,  1986 


\ 


Let's  give  the  Angolan  resistance  a  chance 
this  time. 

When  It  is  time  for  us  to  consider  and  vote 
on  section  107  of  this  bill,  please  don't  sacri- 
fice the  good  cause  for  which  the  Angolan  re- 
sistance has  fought  so  hard  at  such  a  cost. 

Mr.  STUMP.  Mr.  Chairman,  I  yield  5 
minutes  to  the  gentleman  from  Wyo- 
ming [Mr.  Cheney]. 

Mr.  CHENEY.  Mr.  Chairman.  I 
thank  the  gentleman  for  yielding  me 
this  time. 

Mr.  Chairman,  this  is  a  difficult 
debate  for  many  of  us  today.  Those  of 
us  who  have  served  on  the  Intelligence 
Committee  have  spent  a  lot  of  time  on 
it  in  recent  weeks,  and  I  must  say  I  am 
disappointed  to  have  to  oppose  my 
chairman  on  this  amendment,  but  I 
really  believe  the  gentleman  from  In- 
diana [Mr.  Hamilton]  has  made  a  seri- 
ous mistake  in  arguing  that  we  should 
reimpose  the  Clark  amendment. 

I  rise,  Mr.  Chairman,  in  support  of 
the  amendment  offered  by  the  gentle- 
man from  Florida  [Mr.  Pepper]  and  by 
the  gentleman  from  Arizona  [Mr. 
Stump]  to  strike  section  107.  I  think  it 
is  extremely  important  that  it  be 
lifted. 

The  chairman  has  suggested  that 
somehow  we  are  undertaking  a  major 
change  in  foreign  policy  here  that 
should  not  be  undertaken  without  full 
and  complete  debate  in  the  House.  I 
would  argue,  Mr.  Chairman,  that  we 
had  that  delsate  last  year.  We  consid- 
ered the  question  of  whether  or  not 
we  wanted  to  continue  the  Clark 
amendment,  and  we  decided  at  that 
time  that  it  should  be  lifted. 

"Every  time  the  Government  of  the 
United  States  undertakes  covert  action 
it  has  foreign  policy  implications.  That 
is  nothing  ,ftgg,-4-fail  to  understand 
why  Ifte  chairman  believes  that  in  this 
particular  instance  with  respect  to 
Angola  we  should  be  required  not  to 
move  forward  with  covert  operations.  I 
think  his  amendment  is  designed  spe- 
cifically to  thwart  the  role  of  the 
President,  and  the  President  is  operat- 
ing wholly  in  accord  with  his  responsi- 
bilities to  protect  the  Nation's  securi- 
ty. 

Mr.  Chairman,  I  am  deeply  con- 
cerned, in  part  because  I  believe  a  ma- 
jority of  the  members  of  the  Intelli- 
gence Conunittee  frankly  are  shirking 
their  responsibility.  I  find  that  consid- 
eration of  this  amendment  at  this  time 
involves  basically  the  Intelligence 
Committee  passing  the  buck,  if  you 
will,  to  the  House  at  large.  Congress  is 
involved  when  the  committee  acts  on 
its  behalf.  Covertness  is  often  required 
with  respect  to  the  conduct  of  these 
kinds  of  operations,  and  I  fail  to  un- 
derstand why,  and  do  not  believe  the 
case  has  been  made  why  we  should  in 
this  particular  instance  deny  the 
President  the  authority  to  carry  out  a 
covert  operation. 

Just  a  reminder  about  the  past.  Mr. 
Chairman.  In  1975,  when  Angola  at- 


tained independence  from  Portugal,  a 
number  of  different  factions  emerged 
and  entered  into  an  agreement  that 
was  to  lead  to  a  coalition  government 
in  Angola. 
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The  Marxists  violated  the  agree- 
ment; the  Soviet  advisers  moved  in 
and  some  4,000  Cuban  troops  followed. 
Congress  responded  with  the  Tunney 
amendment  to  the  fiscal  year  1976 
DOD  Appropriations  Act.  Thereafter 
it  enacted  a  permanent  prohibition  on 
covert  support  to  Angolan  freedom 
fighters,  the  notorious  Clark  amend- 
ment. 

While  Congress  spent  its  time  crip- 
pling President  Ford's  ability  to  meet 
the  Communist  challenge  in  Angola, 
the  MPLA  consolidated  its  regime. 
Congress  left  the  Clark  amendment  in 
place  until  1985. 

During  the  period  the  Clark  amend- 
ment was  enforced,  the  Cuban  combat 
presence  supporting  the  Communist 
government  in  Angola  grew  more  than 
30.000  troops,  and  Soviet.  Cuban,  and 
East  German  advisers  filled  important 
roles  in  the  Marxist  government. 

Thus,  a  prohibition  on  covert  United 
States  support  to  Angolan  freedom 
fighters  contributed  to  Communist 
success  in  Angola.  The  Congress  of  the 
United  States  legislated  a  defeat  for 
United  States  interest  in  Angola. 

Let  us  hope  that  history  will  not 
repeat  itself.  The  House  should  not 
today  legislate  another  victory  for  a 
Communist  regime  in  Angola.  We  have 
the  opportunity  to  avoid  the  errors  of 
the  past;  and  I  would  urge  my  col- 
leagues to  support  the  amendment  by 
the  gentleman  from  Florida  [Mr. 
Pepper]  and  the  gentleman  from  Ari- 
zona [Mr.  Stump]  to  strike  section  107 
of  H.R.  4759.  thereby  preserving  the 
option  for  covert  support  for  the  free- 
dom fighters  in  Angola. 

Mr.  HAMILTON.  Mr.  Chairman.  I 
yield  7  minutes  to  the  distinguished 
chairman  of  the  Subcommittee  on 
Program  and  Budget  Authorization  of 
the  Permanent  Select  Committee  on 
Intelligence,  the  gentleman  from  Ohio 
[Mr.  Stokes]. 

Mr.  STOKES.  Mr.  Chairman.  I  rise 
in  opposition  to  the  amendment.  I 
strongly  support  section  107  of  this 
bill.  I  do  so  because  it  preserves  the 
constitutional  responsibilities  of  this 
House  requiring  a  full  debate  in  this 
body  on  whether  or  not  the  United 
States  should  militarily  assist  Jonas 
Savimbi  and  his  organization,  UNITA, 
in  Angola. 

All  of  us  who  follow  issues  of  nation- 
al security  in  this  city  are  aware  of  the 
problem  of  leaks.  Leaks  have  become  a 
part  of  our  national  security  process, 
it  seems.  Unofficial  leaks,  official 
leaks— all  are  used  by  those  who  seek 
to  influence  foreign  policy.  Sadly,  in- 
telligence programs  are  also  the  sub- 
ject of  many  leaks  and  leaks  have  se- 


verely damaged  U.S.  intelligence-gath- 
ering capability  in  recent  years.  The 
covert  action  programs  of  the  Govern- 
ment have  also  been  damaged  by 
leaks. 

In  the  case  of  Angola,  however,  it  is 
not  leaks  that  brings  us  to  this  junc- 
ture. It  is  the  official  pronouncements 
of  the  President  of  the  United  States 
to  the  Congress  and  to  the  media,  and 
the  pronouncements  of  his  top  offi- 
cials, the  Vice  President,  and  the  As- 
sistant Secretary  of  State  for  African 
Affairs.  These  officials,  on  the  record, 
have  told  all  Americans  that  the 
United  States  is  assisting  UNITA. 

What  they  haven't  mentioned  is 
that  the  funding  for  this  aid  is  ap- 
proved secretly.  This  doesn't  make  our 
policy  a  real  secret  because  saying  that 
we  do  it  but  not  discussing  how  much 
we  spend  leaves  little  to  the  imagina- 
tion. Rather,  all  that  this  so-called  se- 
crecy assures  is  that  the  regular  proc- 
ess of  congressional  review  and  ap- 
proval of  foreign  policy  expenditures 
is  avoided. 

In  my  view,  the  issue  is  whether  the 
United  States  should  become  em- 
broiled in  a  war  betwen  the  Angolan 
Government,  backed  by  the  Soviets 
and  the  Cubans,  and  UNITA,  backed 
by  the  South  Africans.  Congress  then 
ought  to  have  its  say.  The  President 
may  not  be  asking  the  Congress  to  de- 
clare war,  but  he  is  asking  us  to 
become  involved  in  a  war,  to  wink  at 
his  use  of  secret  funds,  and  to  abdicate 
our  responsibility  to  review  foreign 
policy  and  decide  to  what  extent  limit- 
ed funds  may  be  spent  and  where.  In 
the  process,  the  President  is  making  a 
major  change  in  United  States  policy 
toward  southern  Africa.  That  ought  to 
be  a  matter  of  great  concern  to  this 
House. 

Mr.  Chairman,  I  strongly  believe  the 
United  States  should  not  support 
UNITA.  It  should  not  change  its  role 
from  one  of  sponsoring  negotiations 
whose  end  goal  is  the  removal  of 
Cuban  troops  and  the  independence  of 
Namibia  to  siding  with  South  Africa  in 
supporting  a  war  which  makes  those 
two  goals  impossible  to  achieve.  What- 
ever you  may  feel  about  the  Commu- 
nist threat  in  southern  Africa,  it  L? 
clear  that  it  is  Soviet  and  South  Afri- 
can aims  that  are  furthered  by  the 
war  in  Angola,  not  United  States  aims. 

The  Soviets  now  sell  enormous  quan- 
tities of  their  military  equipment  to 
the  Angolans  for  hard  currency.  Their 
advisory  assistance  and  the  presence 
of  Cuban  troops  help  ensure  the  per- 
petuation of  the  Angolan  Government 
and  therefore  great  influence  over  An- 
golan policy. 

The  South  Africans  keep  Namibia 
and  use  the  military  activity  of 
UNITA  to  neutralize  Angolan,  Cuban, 
and  SWAPO  forces.  This  frees  South 
African  military  forces  to  conduct 
raids  into  neighboring  countries  and 
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ensure  the  perpetuation  of  apartheid 
in  South  Africa. 

If  United  States  policy  aims  at 
ending  Soviet  influence  and  the  Cuban 
presence,  at  securing  Namibian  inde- 
pendence and  at  pressuring  South 
Africa  to  end  its  racist  policies,  aid  to 
UNITA  produces  opposite  results. 

Mr.  Chairman,  aiding  UNITA  isn't 
merely  a  major  shift  in  U.S.  policy.  It 
isn't  simply  a  mistaken  policy  that 
won't  achieve  U.S.  goals.  It  is  wrong.  It 
takes  one  evil— communism— and  sub- 
stitutes it  for  another— apartheid.  It 
ignores  the  violence  in  South  African 
ghettos.  It  ignores  the  economic  stran- 
glehold on  South  Africa's  black  Afri- 
can neighbors.  It  concentrates  on  the 
number  of  Soviet  tanks  and  airplanes 
in  Angola  instead  of  the  number  of 
black  South  Africans  killed  or  jailed. 
It  pretends  that  Angola's  military 
buildup  is  not  directly  related  to 
South  African  assistance  to  UNITA 
and  the  President's  own  promises  of 
aid. 

Mr.  Chairman,  there  is  a  reason  for 
the  unanimity  within  the  Organiza- 
tion of  African  Unity  on  the  question 
of  aid  to  UNITA.  Black  African  states 
know  that  the  central  evil,  the  central 
disrupting  force,  in  Africa  today  is 
apartheid.  They  know  that  United 
States  assistance  to  UNITA  makes  the 
United  States  a  partner  in  South  Afri- 
can policies.  They  believe  that  Namib- 
ian independence,  which  hinges  on  the 
Cuban  military  presence  in  Angola, 
will  not  be  resolved  by  war  in  Angola. 
Rather,  the  solution  lies  in  Pretoria. 
The  answer  with  the  Government  of 
South  Africa,  which  has  always  pro- 
vided the  military  assistance  and 
direct  support  necessary  to  ensure 
UNITA's  effectiveness  in  the  field. 
They  know  that  whatever  the  level  of 
United  States  assistance,  be  it  $1  or 
millions  of  dollars,  that  South  Africa 
will  do  what  it  must  do,  and  pay  what 
it  must  pay,  to  ensure  that  continued 
viability  and  success. 

Mr.  Chairman,  as  a  black  American, 
I  passionately  want  to  see  the  end  of 
apartheid  in  South  Africa.  As  a  black 
American,  I  sincerely  want  to  see  my 
country  do  what  it  can  to  end  this  evil 
and  to  ensure  that  the  new  govern- 
ment of  South  Africa,  the  new  black 
government  of  South  Africa  that  will 
someday  rule  that  country,  will  thank 
the  United  States  for  its  role  in  ending 
apartheid  and  look  to  us  as  a  partner 
in  its  struggle  for  development.  Siding 
with  South  Africa  in  Angola  is  not  the 
way  to  achieve  that  end. 

U.S.  policy,  if  it  is  to  be  effective, 
must  look  to  the  future.  It  must  help 
resolve  the  problems  of  today  with  an 
eye  toward  the  role  that  we  will  want 
to  play  in  the  South  Africa  that  will 
follow  the  end  of  apartheid.  We  all 
know  that  minority  rule  in  South 
Africa  is  just  a  matter  of  time.  We  all 
wish  to  see  a  transition  without  great 
bloodshed.  If  we  are  to  be  the  partners 


of  a  majority-ruled  South  Africa  in 
the  future,  we  must  set  aside  any  en- 
tanglement today  which  will  alienate 
those  who  will  rule  that  government 
of  the  future.  We  must  ensure  that  it 
is  the  United  States  of  America  and 
not  the  Communists  who  can  point  to 
an  effective  role  in  bringing  about  an 
end  to  apartheid  and  all  the  policies 
which  supported  it.  This  House  passed 
a  good  sanctions  bill.  The  Hamilton 
amendment  in  this  bill  is  consistent 
with  the  position  of  this  House.  To 
remove  the  provision  from  this  bill 
would  be  a  step  backward.  It  would 
align  the  United  States  with  South 
Africa  in  Angola. 

I  urge  you  to  vote  against  the  Stump 
amendment. 

Mr.  STUMP.  Mr.  Chairman,  I  yield  4 
minutes  to  the  gentleman  from  Flori- 
da [Mr.  Ireland]. 

Mr.  IRELAND.  Mr.  Chairman,  I 
urge  the  Members  of  the  House  to 
support  the  Pepper-Stump  amend- 
ment to  strike  section  107  of  the  bill. 
Section  107  as  we  know  would  take 
away  the  covert  option  for  support  of 
freedom  in  Angola. 

Some  Members  apparently  believe 
that  it  is  a  matter  of  indifference 
whether  we  provide  overt  of  covert  aid 
to  UNITA.  Their  perception  that  the 
United  States  does  not  need  the  ability 
to  act  secretly  in  international  affairs 
is  dangerously  erroneous. 


tes^Sfei 


Section  107  would  take  the  covert 
option  away  and  doom  U.S.  policy  to 
legislatively  mandated  failure. 

Section  107  is  a  dangerous  mistake.  I 
urge  the  House  to  support  the  amend- 
ment to  strike  section  107. 

D  1400 

Mr.  Chairman,  I  yield  back  the  bal- 
ance of  my  time. 

Mr.  HAMILTON.  Mr.  Chairman,  I 
yield  7  minutes  to  the  gentleman  from 
California  [Mr.  Beilenson]. 

Mr.  BEILENSON.  Mr.  Chairman,  I 
rise  to  join  my  chairman,  the  gentle- 
man from  Indiana  [Mr.  Hamilton],  in 
opposition  to  the  amendment  offered 
by  our  friend  the  gentleman  from  Ari- 
zona [Mr.  Stump]. 

Mr.  Chairman,  it  has  been  clear  to 
me  since  the  day  of  my  appointment 
to  the  Permanent  Select  Committee 
on  Intelligence  that,  whatever  other 
qualities  are  sought  by  the  Speaker  in 
choosing  members  of  the  committee, 
the  universal  prerequisite  is  an  ability 
and  a  willingness  to  keep  the  secrets. 
Members  of  the  committee  understand 
that  a  bargain  has  been  struck,  in 
effect,  between  the  Congress  and  the 
executive  branch.  The  executive 
branch  will  disclose  intelligence  mat- 
ters to  the  committee.  The  committee 
will  oversee,  and  fund,  intelligence  ac- 
tivities and,  in  the  process,  it  will  i 
ensure    that    these    activities    remain 


We  all  wish  that  the  United  States  ^secret.  The  bargain  works  as  long  as 


could  pursue  its  idealistic  goals 
through  the  open  and  public  means  of 
friendly  persuasion.  That  is  the  good 
and  natural  instinct  of  our  democratic 
political  system.  If  the  United  States 
was  left  to  itself,  that  is  undoubtedly 
how  we  would  proceed. 

But  we  are  not  left  to  ourselves.  We 
are  not  tlje^nes  setting  the  rules.  Our 
adversaries  are  tough  and  they  fight 
hard  to  achieve  their  Marxist-Leninist 
objectives,  in  Angola  and  elsewhere. 
We  must  meet  this  challenge,  and  we 
must  do  so  effectively.  This  may  re- 
quire covert  support  to  freedom  fight- 
ers around  the  world. 

Suppose,  for  example,  that  the 
President  finds  it  necessary  to  nation- 
al security  to  provide  support  for 
UNITA  in  the  struggle  against  com- 
munism in  Angola.  Perhaps  for  diplo- 
matic or  political  reasons  UNITA 
would  not  be  willing  to  accept  open 
U.S.  aid.  Perhaps  countries  that  would 
be  willing  to  help  the  United  States  in 
a  quiet  action  to  aid  UNITA  would  not 
be  willing  to  help  if  the  United  States 
announces  the  program  publicly.  Of 
greatest  concern,  perhaps  the  Cubans 
and  Soviets,  who  have  troops  in 
Angola,  would  feel  compelled  to  re- 
spond directly  and  aggressively  to  aid 
that  the  United  States  armounced 
publicly.  In  these  situations,  it  would 
be  essential  to  the  success  of  U.S.  for- 
eign policy  that  aid  to  UNITA  be 
covert. 


the  committee  has  confidence  that  the 
executive  branch  is  disclosing  all  that 
it  should,  and  as  long  as  the  executive 
branch  is  comfortable  with  the  securi- 
ty practices  of  the  committee. 

In  my  view,  Mr.  Chairman,  the  com- 
mittee has  kept  its  part  of  the  bargain. 
There  are  many  leaks  of  national  secu- 
rity information  in  this  city.  I  don't 
doubt  that  some  of  them  originate  on 
the  Hill,  but  I  believe  that  very  few,  if 
any,  come  from  the  Intelligence  Com- 
mittee. 

The  Intelligence  Committee,  Mr. 
Chairman,  spends  a  good  deal  of  its 
time  overseeing  the  covert  action  oper- 
ations of  the  Central  Intelligence 
Agency— activities  designed  to  influ- 
ence people  or  events  overseas  in  sup- 
port of  U.S.  foreign  policy,  and  carried 
out  in  a  way  which  is  not  attributable 
to  the  United  States.  One  reason  for 
this  strong  oversight  is  that  covert 
action  is  a  tool  which,  being  secret, 
has  the  potential  for  miscalculation  or 
abuse.  It  must  be  watched  constantly 
and  used  very  carefully. 

Covert4Rftion  is  an  option  any  Presi- 
dent should  have  in  considering  how 
best  to  execute  the  foreign  policy  of 
the  United  States,  but  the  effective- 
ness of  that  option  lies  in  its  flexibil- 
ity, and  that  flexibility  hinges  on  its 
secrecy. 

Mr.  Chairman,  thus  far.  I  am  certain 
I  have  the  agreement  of  my  colleagues 
on  both  sides  of  the  aisle.  Thus  far,  we 
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see  eye  to  eye.  But,  what  opponents  of 
the  committee  bill  don't  wish  to  see, 
and  what  some  of  us  can't  help  but 
see,  is  that  the  bargain  between  the 
Congress  and  the  executive  branch 
has  been  broken— and  not  by  the  Con- 
gress. It  is  the  President,  and  his  men, 
who  have  publicly  exposed  the  United 
States  role  in  assisting  UNITA.  It  is 
their  public  statements,  to  the  press, 
in  speeches,  and  in  congressional  testi- 
mony, that  acknowledge  the  fact,  and 
reveal  the  details,  of  AmeTirah  support 
for  Jonas  Savimbi  and  UNITA. 

Wa  all  understand  why  this  hap- 
penefl.  The  political  pressure  from  the 
right,  or  simply  the  momentum  of  the 
Reagan  doctrine  itself,  brought  about 
acknowledgmet^t  of  U.S.  assistance. 
When  you  have  a  doctrine,  it  has  to  be 
understood  anoxknown,  to  be  pro- 
claimed. \ 

I  suspect,  Mr.  Chairman,  that  my 
friends  on  the  other  side  of  this  issue, 
though  reluctant  to  acknowledge  it, 
are  still  in  agreement.  The  President 
shouldn't  have  said  what  he  said. 
Chester  Crocker  shouldn't  have  said 
what  he  said.  But,  beyond  this  point 
we  diverge. 

The  strong  feeling  of  this  Member, 
and  that  of  the  majority  of  the  com- 

littee.  is  that  our  activity  in  Angola  is 
longer  a  covert  operation.  This  op- 
ition  should  now  be  made  part  of 
3ur  appropriations  process— as  has  aid 
to  the  Contras.  But  it  won't  appear  in 
|the      President's      budget      rlquests. 

lather,  it  will  be  funded  witlf  secret 
ids.  funds  which,  at  least  so  far, 
dbn't  require  the  approval  of  Congress 
fof  their  expenditure. 

Slie  President  may  have  torn  away 
fig  leaf,  Mr.  Chairman,  but  he 
wants  to  keep  funding  this  openly  ac- 
knowledged policy  with  secret  funds. 
That  is  one  of  the  great  attractions  of 
covert  action  operations.  The  funding 
is  secret.  You  don't  compete  against 
other  scarce  expenditures,  expendi- 
tures which  are  never  popular,  espe- 
cially in  an  election  year.  We  under- 
stand that  this  kind/>f  arrangement  is 
necessary  for  secret  operations,  but-^ 
don't  think  it's  necessi^or  proper  for 
publicly-acknowledged  opef^ons. 

Mr  Chairman,  this  amendment 
seems  to  me  also  to  be  profoundly 
democratic,  because  it  would  prevent 
public  debate  of  a  major  public  issue. 

Obviously,  covert  action  is  useful  at 
times— but  not  to  carry  on  a  major  and 
long-term  foreign  policy  that  is  not 
Just  a  matter  related  specifically  to 
Angola,  but  is  part  and  parcel  of  an 
across-the-board  doctrine  of  support- 
ing anti-Communist  insurgents. 

Such  support  may  well  be  a  good 
general  policy— although  we  should 
debate  that  too,  in  public,  before  em- 
barking on  it— but  I  think  we  all  recog- 
nize that  general  policies  do  not,  how- 
ever well  thought  out  they  may  be, 
always  work  well  in  every  single  part 
of  the  world.  You  have  to  look  at  each 


particular  situation,  sort  out  our  goals 
and  objectives  in  those  particular  cir- 
cumstances, and  figure  out  how  best  to 
achieve  them. 

It  may  be  that  supporting  UNITA  is 
the  best  way  to  achieve  our  goals  in 
this  particular  area— but  we  should 
figure  that  out  first,  in  the  only  demo- 
cratic way  we  can— in  public,  on  this 
floor. 

You  simply  cannot  do  that  by  pursu- 
ing this  as  a  covert  action:  Keeping  it 
covert  means  supplying  money  to 
UNITA  through  the  CIA,  without  con- 
gressional approval,  without  a  vote, 
without  a  chance  for  the  American 
people  to  express  themselves  on  our 
policy  through  their  representatives. 

I'm  not  sure  I  know  what  I  think  our 
policy  should  be  with  respect  to 
Angola— but  I  do  know  that  that 
policy  should  not  be  determined  in 
secret,  in  a  manner  that  cannot  be 
either  questioned  or  stopped  by  Con- 
gress. 

As  I  suggested,  it  would  be  less  im- 
portant if  this  were  an  isolated  matter, 
but  it's  part  of  the  so-called  Reagan 
doctrine,  an  Expanding  and  fairly  com- 
prehensive policy  of  funding  insurrec- 
tions against  Communist  governments 
across  the  world. 

If  this  is  to  be  cornerstone,  the  basis, 
of  our  foreign  policy  over  the  coming 
years— and  perhaps  encompass  a 
major  portion  of  our  overseas  activi- 
ties, should  itsiiot  at  some  point  both 
in  general  and  )n  its  application  to  par- 
ticular situations,  nations,  regions  of 
the  world— should  it  not  be  subject  to 
debate  and  to  approval  of  the  repre- 
sentatives of  the  people  of  the  United 
States  who  will  be  paying  for  this 
policy  and,  perhaps,  eventually  send- 
ing their  sons  to  ensure  its  success  in 
some  areas  where  the  indigenous 
forces  seem  unable  to  do  the  job  them- 
selves? 

The  basic  question,  it  seems  to  me,  is 
should  the  Congress— does  Congress 
have  anything  at  all  to  say  about  the 
direction  of  U.S.  foreign  policy— or  is 
the  executive  branch  to  carry  out 
almost  any  U.S.  involvement  anywhere 
in  the  world  unfettered,  untroubled  by 
publi^ebate? 

If  s*  Congress  would  be  abdicating, 
entirely,  any  role  in  much  of  Ameri- 
ca's foreign  policy  in  the  years  imme- 
diately ahead. 

Neither  the  State  Department  nor 
the  Department  of  Defense  would  be 
the  instrumient  of  U.S.  foreipi  and 
military  policy  in  these  areas— the 
CIA,  which  is  not  designed  for,  nor 
particularly  aJdept  at  running  these 
low-intensity  Wars,  would  become  the 
chief  instnmient  of  U.S.  foreign 
policy. 

Our  foreign  policy,  our  Third  World 
policy,  cannot  be  decided  on  the  basis 
of  the  inflexible  application  of  a 
global  doctrine.  Wise  policy  decisions 
derive,  instead,  as  I  said,  from  a  care- 
ful judgment  about  the  merits  of  each 


situation  where  an  insurgent  group 
claims  to  be  battling  commujiism. 

We  must  thoughtfully  consider 
what,  if  any,  American  interests  are  at 
risk  in  each  case— and  that  goes  for 
Angola,  too— which  is  the  immediate 
case  in  point. 

But,  however  one  feels  about  what 
our  policy  toward  Angola  should  be  re- 
quiring public  debate,  and  congression- 
al approval,  will  ensure  that  the  views 
of  those  who  advocate  other  policies 
will  also  be  heard  and  rationally 
weighed,  and  that  the  wisest  course 
for  the  United  States  in  Angola  will  be 
decided  upon  and  followed  over  the 
long  term. 

Mr.  Chairman,  since  the  bargain  be- 
tween Congress  and  the  executive 
branch  on  intelligence  matters  has 
been  broken  in  the  case  of  Angola, 
since  our  new  involvement  there  is  a 
major  foreign  policy  shift,  I  believe  it 
is  reasonable  to  require  the  President 
to  treat  this  policy  like  any  other  pro- 
gram. 

Let's  look  at  this  program.  Let's 
fully  debate  it.  Let's  hold  the  execu- 
tive branch  to  its  part  of  the  bargain, 
by  refusing  to  create  an  exception 
which  evades  normal  congressional 
review. 

And  let's  ensure  in  the  future  that 
the  national  security  blanket  is  re- 
served for  the  secrets— like  real  covert 
action— that  we  need  to  protect,  and 
not  draped  over  public  policies  for  the 
sake  of  political  convenience. 

Mr^TTJMP.  Mr.  Chairman,  I  yield  5 
mi*ffftes  to  the  gentleman  from  Louisi- 
ana [Mr.  Livingston),  a  member  of 
the  committee. 

Mr.  LIVINGSTON.  Mr.  Chairman,  I 
rise  in  support  of  the  Stump-Pepper- 
Fascell  amendment  striking  section 
107. 

I  just  want  to  make  sure  that  my 
colleagues  are  not  confused  by  those 
who  argue  that  the  only  reason  that 
they  want  to  include  section  107  in 
this  bill  is  to  make  sure  that  covert  aid 
to  the  freedom  fighters  in  Angola  is. 

Fully  and  openly  debated."  Make  no 
mistake  about  it,  section  107  would 
prevent,  eliminate,  terminate,  cease, 
and  obliterate  any  hope  of  U.S.  assist- 
ance to  UNITA.  Without  the  option  of 
covert  aid,  the  only  options  available 
to  the  President  are  the  use  of  ineffec- 
tive diplomacy  or  the  use  of  overt  mili- 
tary intervention.  We're  not  likely  to 
resort  to  the  latter,  and  the  history  of 
the  last  10  years  shows  us  that  the 
former  won't  work.  Without  covert 
aid— which  ceases  to  be  covert  with 
"full  and  open  debate"— we  will  effec- 
tively cede  Angola  to  the  complete 
control  of  the  Soviet  backed  Commu- 
nist government. 

We've  tried  through  diplomatic 
channels  to  get  the  Cubans  and  Sovi- 
ets out  of  Angola  since  the  Communist 
backed  MPLA  first  seized  the  govern- 
ment over  10  years  ago.  And,  what  has 
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it  gotten  us?  An  MPLA  regime  sup- 
ported by  40.000  Cuban  and  Soviet 
troops  and  about  $2  billion  in  Soviet 
military  hardware  arrayed  against  a 
determined  but  outgurmed  band  of 
freedom  fighters  led  by  Joseph  Sa- 
vimbi.  Savimbi's  troops  have  managed 
to  control  almost  one-third  of  Angola 
without  our  help,  but  they  are  hard 
pressed  to  keep  up  with  the  massive 
military  aid  that  the  Soviets  are  pour- 
ing into  their  country  in  support  of 
the  MPLA. 

Clearly,  diplomacy  has  failed,  and  no 
one  wants  to  resort  to  sending  United 
States  troops  into  Africa  in  such  a  sit- 
uation. But,  now,  even  when  a  majori- 
ty of  Congress  voted  in  1985  to  repeal 
the  Clark  amendment,  those  who  have 
consistently  opposed  U.S.  aid  to  resist- 
ance fighters  everywhere  have  united 
in  an  effort  to  obstruct  the  President's 
last  remaining  option— covert  aid. 

Some  may  say  that  covert  aid  hasn't 
been  actually  cut  off— it's  just  that 
Congress  must  now  approve  it.  Not  so. 
The  opponents  of  aid  to  the  Contras 
in  Nicaragua  have  already  managed  to 
thwart  the  will  of  Congress  since  our 
affirmative  vote  on  that  issue  in  June, 
and  by  virtue  of  section  107,  they  are 
again  doing  their  best  to  delay  and 
postpone  any  attempt  to  aid  UNITA  in 
Angola.  At  best,  the  result  will  once 
again  be  delays  and  missed  opportuni- 
ties. At  worst,  the  whole  program 
could  collapse  because  of  the  reluc- 
tance of  Angola's  neighbors  to  become 
involved  in  an  openly  discussed  resist- 
ance to  a  Communist  incursion;  and 
once  again  the  United  States  will 
prove  itself  to  be  an  unreliable  ally  in 
the  cause  of  freedom. 

How  do  the  opponents  of  aid  to 
UNITA  justify  their  stand?  Why  don't 
they  want  to  aid  a  war  of  liberation  by 
black  Angolans  against  their  Soviet 
and  Cuban  oppressors?  For  one  thing, 
it  is  alleged  that  aid  to  UNITA  would 
draw  the  United  States  into  a  tacit  al- 
liance with  the  Government  of  South 
Africa.  They  say  that  since  the  South 
Africans  support  UNITA,  we  should 
not— or  the  United  States  will  be 
branded  as  a  supporter  of  apartheid. 

Jeane  Kirkpatrick  in  her  recent 
Washington  Post  commentary  likened 
this  argument  to  claiming  that  aid 
from  the  Allies  for  the  Soviet  Union  in 
World  War  II  makes  us  responsible  for 
the  atrocities  of  Stalin,  because  of  the 
massive  assistance  we  provided  to  save 
the  Soviet  Union  and  Western  Europe 
from  the  Nazis.  Clearly  such  an  argu- 
ment is  worthless  and  wholly  without 
merit. 

There  are  several  black  African 
states  which  revile  apartheid;  yet  even 
they  are  forced  into  a  tacit  accommo- 
dation with  South  Africa  because  of 
their  economic  dependence  on  South 
African  jobs.  Are  they  also  to  be  ostra- 
cized for  being  in  league  or  concert 
with  South  Africa?  Of  course  not. 


We  do  not,  and  shall  not  support  the 
racist  government  in  South  Africa. 
But,  we  should  not  avoid  supporting  a 
legitimate  call  for  help  from  black 
freedom  fighters  seeking  to  overthrow 
their  Communist  oppressors  in  ^lack 
Africa,  simply  because  we  decline  to 
assist  South  Africa. 

It  is  a  fact  today  that  black  national- 
ist movements  such  as  the  ANC  in 
South  Africa  and  Swapo  in  Namibia 
are  both  dominated  by  ideologically 
committed  Communist  leaders.  They 
are  dependent  on  the  Communist  bloc 
for  financing,  weapons,  and  training; 
Swapo  fighters  are  in  Angola;  and 
there  is  a  very  real  threat  because  of 
Angola,  that  communism  will  spread 
throughout  the  region.  In  fact  Angola 
is  already  an  active  base  for  such  sub- 
version. 

I  have  three  pictures  showing  Dos 
Santos  with  Gorbachev,  with  Gro- 
myko,  and  with  Castro. 

We  cannot  afford  to  look  the  other 
way  while  disciplined  Marxist-Lenin- 
ists steal  legitimate  revolutions  in 
Angola,  in  Namibia,  and  possibly 
South  Africa.  If  the  Communist  forces 
are  allowed  to  constf^j^X^  their  power 
in  these  three  countries,  certainly  the 
cause  of  freedom  in  Africa,  and  indeed 
the  world,  will  be  set  back  irreversibly. 
Freedom  will  only  be  advanced  by  an 
outright  rejection  of  section  107  of 
this  bill. 

UNITA  is  our  best  hope  for  Angola, 
and  our  best  opportunity  to  redirect 
the  Communist  trend  threatening  half 
the  African  continent.  UNITA  is  an  ef- 
fective, disciplined  military  force.  Its 
political  and  economic  success  in  gov- 
erning a  large  controlled  area  with 
pro-Western  orientation  is  a  matter  of 
record.  Clearly  these  factors  argue  in 
favor  of  U.S.  aid  to  UNITA,  and 
against  continued  appeasement,  which 
is  the  real  enemy  of  world  peace. 

I  urge  my  colleagues  to  show  their 
support  for  the  struggle  for  democracy 
and  human  rights  and  stand  against 
Communist  tyranny  by  supporting  the 
Stump  amendment,  casting  out  section 
107  from  this  bill. 

Dos  Santos  Speaks  at  Tbilisi  Dinner  May 
9 

[Speech  by  Jose  Eduardo  dos  Santos, 
chairman  of  the  MPLA-Labor  Party  and 
president  of  the  Peoples  Republic  of 
Angola,  at  an  official  dinner  in  Tbilisi  on 
May  9— recorded.  1 

I  should  lilce,  first  of  all.  to  express  our 
gratitude  for  the  official  dinner  given  in  our 
honor  today.  I  should  also  like  to  thank  you 
very  much  for  the  warm  and  fraternal  re- 
ception tuicorded  us  since  our  arrival  in  this 
city  of  Tbilisi,  the  capital  of  the  Soviet  So- 
cialist Republic  of  Georgia. 

During  our  stay  here,  we  were  able  to  ex- 
change expressions  and  views  on  various 
issues  of  bilateral  interest  connected  with 
our  cooperation  as  well  as  the  friendship 
and  solidarity  between  Angola  and  the 
U.S.S.R.  We  were  also  able  to  familiarize 
ourselves  with  our  important  achievements 
in  economic,  social,  scientific,  technical,  and 
cultural  fields. 


We  noted  that  your  country  has  been  de- 
veloping through  implementation  of  CPSU 
guidelines,  thus  improving  workers'  living 
conditions  and  consolidating  a  developed  so- 
cialist society.  It  was,  therefore,  with  great 
satisfaction  that  we  learned  from  you  that 
this  republic  has  traditionally  implemented 
the  national  development  plans.  We  con- 
gratulate you  on  your  achievements  of  the 
entire  progressive  community,  achievements 
of  all  peoples  fighting  against  imperialism 
and  for  peace,  well-being,  and  development. 
By  consolidating  the  Soviet  economy,  by  de- 
veloping this  economy  and  subsequently 
strengthening  its  industry,  you  are  also 
strengthening  the  firm  rear  guard  of  all 
peoples  fighting  for  peace  and  liberty. 

As  you  are  aware,  existing  relations  be- 
tween the  peoples  of  Angola  and  the 
U.S.S.R.  are  long  established.  They  were  es- 
tablished at  the  time  when  the  Angolan 
people  were  still  fighting  Portuguese  colo- 
nialism. After  our  independence,  Angola  and 
the  U.S.S.R.  further  developed  relations 
based  on  the  treaty  of  friendship  and  coop- 
eration signed  between  our  two  states. 

It  is  with  great  pleasure  that  we  note  our 
implementation  of  cooperation  in  various 
fields  of  social  life,  thus  contributing  to  eco- 
nomic and  social  reconstruction  in  Angola. 
It  also  gives  us  pleasure  to  note  that  work- 
ers and  technicians  of  this  Soviet  Republic 
of  Georgia  have  participated  in  this  effort 
by  serving  in  Angola  in  various  fields.  Ac- 
cordingly, the  main  arm  of  our  visit  to  the 
U.S.S.R.  was  precisely  to  assess  this  coop- 
eration and  find  ways  and  means  of  further 
strengthening  the  friendship  and  solidarity 
between  our  two  peoples,  parties,  and  stated. 

This  cooperation  is  important  for  Angola. 
It  is  important  to  all  peoples  who  oppose  op- 
pression in  Africa.  It  is  a  new  kind  of  coop- 
eration based  on  the  principles  of  proletari- 
an internationalism.  You  are  aware  of  the 
existence  of  the  system  of  apartheid  in 
southern  Africa  where  our  country  is  situat- 
ed. The  racist  South  African  regime  has 
been  systematically  organizing  acts  of  ag- 
gression and  destabilization  not  only  against 
the  People's  Republic  of  Angola  but  also 
against  other  states  of  the  region.  It  is, 
therefore,  our  desire  to  continue  to 
strengthen  this  cooperation  in  order  to  con- 
solidate Angola  economically  and  politically, 
thus  enabling  it  to  strengthen  the  independ- 
ent role  it  plays  in  Africa,  particularly  in 
southern  Africa.  Angola  plays  an  important 
role  today  because  of  its  support  for  the  na- 
tional liberation  movements. 

The  ongoing  struggle  in  southern  Africa 
is,  in  our  view,  a  struggle  of  all  exploited 
and  oppressed  peoples  against  imperialism. 
It  is  a  vanguard  of  all  progressive  forces  op- 
posed to  imperialist  domination.  That  is 
why  we  think  that  responsibility  must  be 
collective.  There  is  a  need  for  all  progressive 
forces  to  firmly  and  resolutely  support 
Namibia  so  that  this  country  may  achieve, 
as  soon  as  possible,  its  independence  based 
on  U.N.  Security  Council  Resolution  435. 
We  also  think  that  it  is  our  collective  re- 
sponsibility to  mobilise  all  material,  moral, 
political,  and  diplomatic  support  for  the 
South  African  patriots  who  heroically  fight 
racist  domination  and  for  democracy  and 
liberty. 

I  should  not  fail  to  take  this  opportunity 
to  express  my  gratitude  for  the  solidarity 
once  again  reiterated  by  the  comrade  first 
secretary  of  the  Central  Committee,  on 
behalf  of  the  residents  of  Georgia  in  par- 
ticular and  the  Soviet  people  in  general 
with  the  heroic  struggle  waged  by  the  Ango- 
lan   people    against    external    aggression. 
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since  our  arrival  here  In  the  U.S.S.R..  we 
have  felt  this  solidarity  and  great  sympathy 
everywhere  we  have  been,  particularly  here 
in  Georgia.  Here,  we  had  the  privilege  and 
great  honor  to  participate  in  celebrations 
marlcing  the  Victory  Day  over  fascism.  We 
saw  how  the  residents  of  Georgia  and  the 
Soviet  people  in  general  once  again  extolled 
Soviet  heroism,  fighting  traditions,  and  the 
patriotic  spirit  of  self-denial,  thanks  to 
which  you  were  able  to  defend  the  U.S.S.R. 
from  attacks  by  facists,  defeating  and  expel- 
ling them.  During  this  celebration,  marked 
today,  we  learned  how  to  strengthen  unity 
and  transfer  tradition  from  old  to  new  gen- 
erations for  the  continuation  of  struggle  for 
an  increasingly  stronger  and  more  powerful 
U.S.S.R.  on  the  path  to  communism. 

We  would  like  to  take  this  opportunity  to 
wish  you  all  success  in  implementing  all 
guidelines  and  notes  established  by  your 
party's  27th  congress.  There  is  no  doubt 
that  these  objectives  will  be  carried  out  in- 
asmuch as  we  have  faith  in  the  ability  of 
your  workers  and  your  people  in  general, 
their  creativity,  devotion,  and  commitment. 
Your  party  is  strong,  well-tested  and  forged 
in  struggle,  and  there  is  no  doubt  that  victo- 
ry is  certain. 

In  conclusion,  I  would  like  to  ask  the  com- 
rade first  secretary  to  toast  to  strengthen- 
ing the  friendship,  solidarity,  and  coopera- 
tion between  the  peoples  of  Angola  and  the 
U.S.S.R. 

b  1415 

Mr.  HAMILTON.  Mr.  Chairman, 
may  I  inquire  of  the  Chair  how  much 
time  we  have  remaining  on  each  side? 

The  CHAIRMAN.  The  gentleman 
from  Indiana  [Mr.  Hamilton]  has  35 
minutes  remaining  and  the  gentleman 
from  Arizona  [Mr.  Stump]  has  37  min- 
utes remaining. 

Mr.  STUMP.  Mr.  Chairman,  I  yield  5 
minutes  to  the  gentleman  from  Ohio 
[Mr.  McEwEN]. 

Mr.  McEWEN.  Mr.  Chairman.  We 
are  debating  today  whether  to  reim- 
pose  the  Tunney-Clark  amendment  we 
repealed  only  a  year  ago. 

Members  may  find  it  interesting  to 
review  the  original  congressional 
debate  on  the  Turmey  amendment, 
the  forerunner  to  the  Clark  amend- 
ment. As  you  recall,  the  1-year  1975 
Tunney  prohibition  on  U.S.  aid  was 
extended  indefinitely  under  the  1976 
Clark  amendment.  Interestingly,  most 
arguments  used  11  years  ago  by  spon- 
sors of  the  aid  ban  have  been  proved 
wrong  by  history.  This  perhaps  is  why 
advocates  of  section  107  pretend  we 
are  merely  dealing  with  a  procedural 
issue  of  whether  to  debate  aid  publicly 
rather  than  the  substantive  merits  of 
aid  to  UNITA. 

In  1975  it  was  argued  that  the  Marx- 
ist-Leninist MPLA  was  a  nationalist 
movement  which  merely  accepted 
Soviet  aid  for  tactical  reasons.  It  was 
alleged  that  there  were  no  substantial 
ideological  differences  between  the 
major  Angolan  factions,  that  the 
struggle  derived  from  tribal  rather 
than  ideological  rivalries,  and  that  in 
any  case  the  racist  Soviets  could  never 
achieve  lasting  influence  In  a  black  Af- 
rican country.  All  of  this  may  have 


sounded  good  in  1975,  but  it  has  been 
proven  wrong  in  1986.  The  MPLA's 
hard-line  Marxism-Leninism  has 
ruined  the  Angolan  economy,  has  ter- 
minated any  semblance  of  political 
freedom,  and  has  placed  Angola 
among  the  staimchest  puppets  of 
Soviet  policy. 

In  1975  some  of  those  spearheading 
the  Tunney  amendment  drive  ac- 
knowledged Soviet  intent  to  take  over 
African  countries,  conceded  this  was  a 
serious  problem  and  agreed  that  the 
United  States  should  not  acquiesce  si- 
lently. But  they  believed  that  the 
United  States  could  successfully  block 
Soviet  expansionism  in  Angola  and 
elsewhere  by  taking  the  moral  high 
ground  rather  than  responding  in 
kind.  They  could  fight  pellets  with 
prayers.  We  could  enforce  noninter- 
vention by  shaming  the  Communists 
at  the  United  Nations.  Indeed  Senator 
Humphrey  stood  on  the  floor  of  the 
other  body  and  claimed  that  we 
should  have  our  Ambassador  to  the 
United  Nations  go  in  on  the  floor  of 
the  United  Nations  and  shout,  "Out, 
out,"  to  the  Soviet  Union,  and  that  we 
should  pursue  linkage  in  our  East  and 
West  relations.  Well,  history  again 
proved  wrong  those  who  opposed  aid 
to  the  Angolan  resistance.  The  Soviet 
bloc  has  vastly  escalated  rather  than 
reduced  its  presence  and  aid,  and  Cuba 
has  thousands  of  troops  in  Angola 
today. 

In  1975,  those  who  wanted  to  cut  off 
aid  to  the  Angolan  resistance  argued 
that  continued  United  States  aid 
would  escalate  the  conflict  and  the 
Soviet  and  Cuban  presence.  They  told 
us  that  deescalation.  even  total  Soviet- 
bloc  disengagement  from  Angola, 
probably  would  occur  if  the  United 
States  withdrew  its  aid.  They  were 
wrong  again.  The  United  States  totally 
withdrew  all  aid  to  the  Angolan  resist- 
ance but  the  amount  and  sophistica- 
tion of  Soviet-bloc  military  and  other 
aid  steadily  and  massively  increased. 
By  1986  the  Cuban  troop  presence  had 
escalated  to  40,000  combat  troops  and 
Soviet  arms  deliveries  now  include  sur- 
face-to-air missiles,  Mig  fighters,  and 
sophisticated  helicopters. 

Allow  me  to  quote  from  the  debate 
again  in  1975,  in  which  they  said, 
"Now  they  have  some  200  Russian  ad- 
visers over  there.  They  have  Russian 
rockets  and,  by  the  way,  the  forces  do 
not  know  how  to  use  them.  They  scare 
each  other  to  death,"  according  to  the 
testimony  that  we  had.  This  was  in 
1975.  "They  have  3.000  or  4,000 
Cubans  over  there  that  really  want  to 
go  home,"  according  to  the  testimony 
that  we  have,  "and  they  have  serious 
morale  problems." 

In  other  words,  all  we  have  to  do  is 
Just  get  the  evil  United  States  out  of 
the  way  and  then  indeed  all  the 
Cubans  and  the  Russians  can  go  back 
to  doing  whatever  it  was  that  they  did. 


Of  course,  we  foUowed  their  lead,  we 
implemented  their  amendment,  we 
withdrew  American  aid,  and  the  Sovi- 
ets moved  in  massively.  They  have 
been  proven  wrong  again. 

Those  who  cut  off  aid  in  1975  de- 
cried what  they  characterized  as  the 
immorality  of  U.S.  assistance.  They 
argued  that  further  war-inflicted 
death  and  suffering  by  Angolans  was 
intolerable  and  that  the  conflict  and 
its  effects  would  cease  once  the  United 
States  withdrew.  Indeed,  this  issue  was 
raised  in  the  preamble  to  most  bills 
and  resolutions  on  the  subject.  Their 
cutoff  of  U.S.  aid.  in  fact,  brought 
about  just  what  they  said  they  wanted 
to  avoid.  The  war  steadily  intensified 
after  the  U.S.  aid  cutoff.  United  States 
noninvolvement  and  diplomatic  poli- 
cies have  prolonged  rather  than  short- 
ened the  conflict,  by  allowing  the 
Marxist-Leninist  regime  in  Angola  a 
decade  in  which  to  solidify  its  power 
base. 

Those  who  supported  the  aid  cutoff 
in  1975  argued  that  in  supporting  op- 
position to  the  MPLA  the  United 
States  would  be  supporting  a  lost 
cause.  They  believed  there  was  no 
hope  that  the  beaten  and  fragmented 
opposition  would  ever  mount  a  viable 
military  or  political  movement.  Well, 
the  heroic  efforts  of  UNITA  have 
proved  them  wrong.  UNITA  recovered 
from  near-elimination  to  mount  an  ex- 
tremely effective  resistance  move- 
ment. UNITA  occupies  over  one-third 
of  Angolan  territory  and  performs 
both  defense  and  civil  administration 
functions. 

Mr.  Chairman,  the  House  was  wrong 
a  decade  ago.  and  history  shows  it.  Let 
us  not  repeat  the  mistakes  of  the  past. 
The  United  States  should  support  the 
freedom  fighters  of  the  Angolan  re- 
sistance. Vote  to  strike  section  107 
from  the  intelligence  bill. 

Mr.  HAMILTON.  Mr.  Chairman.  I 
yield  2  minutes  to  the  gentleman  from 
New  York  [Mr.  Waldon]. 

Mr.  WALDON.  Mr.  Chairman,  I  rise 
in  strong  opposition  to  the  move  to 
strike  section  107  of  the  intelligence 
authorization  bill.  This  important  sec- 
tion deletes  funding  for  the  UNITA 
forces  which  are  closely  allied  with 
South  Africa's  racist  regime.  South 
Africa  provides  arms,  training,  fuel, 
transport,  and  military  support  for 
UNITA  and  they  are  working  closely 
together  to  destabilize  Angola  and  to 
maintain  South  Africa's  military  occu- 
pation of  Namibia. 

The  South  African  Government  sup- 
ports UNITA  because  Angolans  are 
aiding  the  fight  against  the  apartheid 
system.  Apartheid  is  morally  corrupt, 
politically  unacceptable,  and  doomed 
to  failure.  As  a  nation  we  oppose 
apartheid  and  we  should  support 
southern  African  nations  who  are 
working  to  dismantle  this  system  of  in- 
stitutionalized prejudice  and  segrega- 
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tion.  The  South  Africans  also  support 
UNITA  because  they  want  to  gain 
access  to  Angolan  oil,  which  South 
Africa  desperately  needs  for  their  in- 
dustry and  as  a  protection  against  an 
antiapartheid  petroleum  embargo. 

I  do  not  believe  that  America  has 
the  right  to  use  our  intelligence  agen- 
cies to  destabilize  and  overthrow  the 
Angolan  Government.  If  we  are  unable 
to  support  the  fundamental  principle 
of  political  pluralism  at  the  interna- 
tional level  we  open  ourselves  to  the 
criticism  of  self-righteous  bigotry.  I 
urge  my  colleagues  to  join  me  in  pro- 
hibiting aid  to  the  Angolan  rebels  by 
opposing  the  Stump  amendment. 

Mr.  STUMP.  Mr.  Chairman,  I  yield  3 
minutes  to  the  gentleman  from  Michi- 
gan [Mr.  BroomfieldI. 

Mr.  BROOMFIELD.  Mr.  Chairman, 
Lee  Hamilton,  our  respected  colleague 
and  chairman  of  the  House  Intelli- 
gence Committee,  has  attached  to  the 
intelligence  authorization  bill  a  provi- 
sion which  would  reinstitute  the  Clark 
amendment  banning  United  States  as- 
sistance to  freedom  fighters  in  Angola. 

As  one  who  joined  Mr.  Hamilton 
and  a  substantial  majority  of  our  col- 
leagues in  dumping  the  Clark  amend- 
ment barely  a  year  ago,  I  find  this  re- 
versal confusing  and  unfortunate. 

The  Hamilton  provision,  despite  its 
sponsor's  protestations  to  the  con- 
trary, is  indeed  the  Clark  amendment 
resurrected  and  newly  clothed.  Its 
author  contends  that  the  provision  is 
designed  to  foster  open  debate  on  an 
important  foreign  policy  issue.  In  es- 
sence, it  requires  that  the  Congress 
enact  a  joint  resolution  of  approval 
before  the  executive  branch  may  pro- 
vide any  assistance  to  any  group  en- 
gaged in  military  or  paramilitary  oper- 
ations in  Angola. 

Going  a  step  beyond  the  Clark 
amendment,  the  Hamilton  measure 
explicitly  invites  Congress  in  its  joint 
resolution  to  list  what  kind  of  assist- 
ance is  permissible.  This  approach 
makes  about  as  much  sense  as  Con- 
gress telling  a  neurosurgeon  which  in- 
struments to  use  during  brain  surgery. 

In  this,  and  its  many  other  dubious 
features,  the  sequel  to  the  Clark 
amendment  attempts  to  lobotomize 
executive  branch  flexibility  in  dealing 
with  the  situation  in  Angola. 

There  are  very  good  reasons  for  op- 
posing the  new  Hamilton  language. 
Covert  action  may  be  the  talk  of  the 
town,  but  a  specified  alleged  operation 
should  not  be  the  subject  of  open 
debate  on  the  House  floor.  This  serves 
to  alarm  and  appall  our  allies  with 
whom  we  exchange  useful  intelligence 
information  on  a  variety  of  subjects.  It 
results  in  the  embarrassment  of  our 
friends  who  may  also  be  allegedly  in- 
volved in  an  ongoing  operation. 

Covert  action  is  an  essential  arrow  in 
the  foreign  policy  quiver  of  any  ad- 
ministration and  has  been  used  by 
both    Democrats,    Republicans,    and 


their    predecessors,    throughout    the 
history  of  the  Republic. 

To  so  cavalierly  terminate  an  alleg- 
edly ongoing  program  in  this 
manner— which  is  clearly  the  intent  of 
the  Hamilton  initiative— places  the 
President  in  an  embarrassing  position 
and  raises  serious  questions  about  the 
reliability  of  any  commitment  by  the 
United  States. 

Congressional  participation  in  sensi- 
tive matters  of  this  nature  should  be 
confined  to  the  intelligence  commit- 
tees who  have  been  given  that  respon- 
sibility. 

Mr.  Hamilton  argues  that  substan- 
tive questions  about  United  States 
policy  toward  Angola  should  not  be 
avoided  by  simply  notifying  those 
Members  of  Congress  on  the  intelli- 
gence committees.  But,  this  is  precise- 
ly the  role  of  the  intelligence  commit- 
tees and  it  has  nothing  to  do  with 
avoiding  substantive  questions. 

In  keeping  with  their  statutory  obli- 
gations, the  intelligence  committees 
oversee  covert  operations  and  develop 
legislation  each  year  to  authorize 
funds  for  such  programs.  In  other  in- 
stances, one  can  presume,  the  commit- 
tee passes  judgment  -on  covert  actions. 
However,  in  this  case.  Chairman  Ham- 
ilton insists  that  it  is  not  appropriate 
for  his  committee  to  do  so. 

This  transparent  maneuver  is  in- 
tended to  revive  the  Clark  amend- 
ment, and,  in  so  doing,  give  new  life  to 
a  discredited  and  discarded  tradition 
of  selective  congressional  suspension 
of  legitimate  Presidential  authority.  It 
is  an  attempt  to  abdicate  the  responsi- 
bilities assigned  to  the  intelligence 
committees  and  it  would  set  a  terrible 
precedent,  in  procedural  terms. 

Furthermore,  in  response  to  the  er- 
roneous argument  that  support  for 
UNITA  would  in  some  way  place  the 
United  States  in  an  alliance  with  the 
South  African  Government,  I  would 
like  to  submit  for  the  Record  an  op-ed 
I  authored  that  was  recently  pub- 
lished in  the  Washington  Post. 

Congress  has  an  important  role  to 
play  in  the  formulation  and  oversight 
of  U.S.  foreign  policy  and  it  is  well 
equipped  to  carry  out  this  task. 

I  urge  my  colleagues  to  support  the 
Stump/Pepper  amendment.  To  do  so 
does  not  diminish  our  roles  in  this 
process,  it  simply  maintains  an  appro- 
priate balance  of  authority  between 
the  President  and  the  Congress. 

The  article  follows: 
[Prom  the  Washington  Post,  Aug.  23,  1986) 

The  Pounding  Pathers  Would  Not  Have 

Refused  Aid  Prom  Louis  XVI 

(By  William  S.  Broomfield) 

The  most  recent  gust  of  hot  air  to  blow 
through  this  town  was  displayed  Aug.  15  on 
the  op-ed  page  in  "Mixed  Signals  to  Preto- 
ria" by  Anthony  Lake  and  Richard  Moose, 
both  former  Carter  administration  officials. 
Lake  and  Moose  argue  that  aid  to  the 
"South  African-backed  guerrilla  forces  of 
UNITA  in  Angola  would  constitute  "sending 
mixed  signals  to  both  blacks  and  whites"  in 


South  Africa,  a  move  that  would  "only 
reduce  American  credibility,  weaken  our  ef- 
forts against  apartheid  and  lose  Influence  to 
the  beijefit  of  the  Soviets." 

Theseturious  comments  are  the  latest  in 
a  growing  chorus  of  howls  by  those  who  are 
cynically  trying  to  exploit  popular  and  Justi- 
fied American  opposition  to  apartheid  in 
South  Africa  to  reimpose  the  Clark  Amend- 
ment prohibition  on  U.S.  aid  to  freedom 
fighters  in  Angola.  Last  year.  Congress  re- 
pealed the  decade-old  prohibition,  which 
tied  the  hands  of  three  presidents  and  con- 
tributed to  the  fact  that  there  are  currently 
35,000  Cuban  combat  troops  in  Angola,  ac- 
companied by  thousands  of  Soviet  and  East- 
em  bloc  advisers. 

Now,  in  support  of  new  efforts  to  limit 
presidential  authority,  much  is  being  made 
of  the  fact  that  UNITA  receives  aid  from 
South  Africa.  According  to  the  argument, 
U.S.  support  for  UNITA  would  somehow  as- 
sociate our  country  with  the  racist  govern- 
ment of  South  Africa.  By  implication, 
UNITA  is  also  criticized  for  accepting  aid 
from  South  Africa.  Consistent  with  this 
logic,  the  United  States  should  not  have 
fought  Hitler  in  World  War  II  because  it 
placed  our  country  on  the  same  side  as 
Joseph  Stalin  and  the  Soviet  Union.  Pur- 
thermore,  during  the  U.S.  war  for  independ- 
ence, Clark  Amendment  proponents  would 
have  had  our  Pounding  Fathers  refuse  aid 
from  Louis  XVI  because  of  the  monarchial 
nature  of  the  Prench  government.  Anyone 
who  believes  that  Thomas  Jefferson  ad- 
mired royalty  or  that  UNITA  leader  Jonas 
Savimbi  supports  apartheid  is  in  serious 
need  of  a  cerebral  tune-up. 

The  fact  is,  any  support  we  might  provide 
UNITA  would  have  the  effect  of  reducing 
the  freedom  fighters"  reliance  on  South 
Africa  for  assistance.  That  should  not  be 
our  only  goal,  but  a  reduction  of  South  Afri- 
can influence  in  the  region  would  be  desira- 
ble. Purthermore,  it  is  important  to  note 
that  according  to  a  recent  Post  series, 
UNITA  reportedly  receives  assistance  from 
a  number  of  other  African.  European  and 
Middle  Eastern  countries. 

UNITA  is  a  legitimate  and  popular  move- 
ment in  Angola  that  was  prevented  by 
Cuban  combat  troops  from  taking  its  right- 
ful place  with  rival  groups  in  the  Angolan 
government  in  1975.  Since  that  time,  there 
has  not  been  a  free  election  in  Angola  and 
tens  of  thousands  of  Cuban,  Soviet  and 
Eastern  bloc  military  personnel  continue  to 
shield  an  unpopular  regime  from  the  Ango- 
lan people.  It  remains  U.S.  policy  to  encour- 
age negotiations  among  all  factions  in 
Angola.  U.S.  support  of  UNITA  could  have 
the  effect  of  forcing  the  Angolan  regime  to 
come  to  terms  with  its  opponents. 

To  remove  one  important  policy  tool  from 
the  president's  grasp  does  nothing  to  hasten 
an  end  to  the  conflict  in  Angola.  Conversely, 
to  leave  unfettered  the  president's  author- 
ity to  carry  out  American  foreign  policy 
does  not  entangle  us  with  the  apartheid 
regime. 

D  1425 

Mr.  HAMILTON.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
New  York  [Mr.  Weiss]. 

Mr.  WEISS.  I  thank  the  gentleman 
for  yielding  me  this  time. 

Mr.  Chairman,  this  administration 
has  already  decided  that  aid  to  UNITA 
should  be  overt,  that  is,  open  and 
public.  The  question  today  is  whether 
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we  in  Congress  will  abdicate  our  re- 
sponsibUity  to  review  that  decision 
through  the  regular  congressional  au- 
thorization and  appropriation  process. 

I  urge  that  we  not  abdicate  that  re- 
sponsibility because  our  Angola  policy 
is  inseparable  from  our  South  Africa 
policy.  Every  dollar  spent  helping 
UNITA  is  a  dollar  that  helps  finance 
South  Africa's  foreign  policy.  It  is  not 
morally  acceptable  to  subsidize  apart- 
heid, nor  is  it  in  our  interest  to  do  so. 
But  that  is  exactly  what  the  adminis- 
tration is  doing  with  this  aid  program 
for  UNITA. 

South  Africa  has  consistently  at- 
tacked its  neighbors  to  preserve  apart- 
heid. It  has  attacked  Botswana,  Leso- 
tho, Mozambique,  Swaziland,  Zambia. 
Zimbabwe,  and  Angola.  It  has  not 
been  particular  as  to  what  kind  of 
groups  it  supported  in  those  attacks. 
In  Lesotho,  it  supported  a  Marxist  in- 
surgency group.  These  attacks  have 
caused  $10  billion  in  economic  damage 
in  the  last  5  years.  They  have  led  to 
starvation  and  dependency  on  the 
front  line  states.  These  attacks  have 
also  preserved  the  apartheid  regime's 
illegal  occupation  of  Namibia. 

Do  we  really  want  to  support  this 
pattern  of  aggression  without  full  con- 
gressional review?  Do  we  really  want  a 
military  alliance  with  the  apartheid 
regime  without  congressional  review? 
Is  it  really  in  our  interest  to  earn  the 
hatred  of  the  majorities  in  all  of 
southern  Africa? 

It  is  totally  inconsistent  to  vote  for 
sanctions  against  South  Africa  one 
day  and  then  leave  the  administration 
free  to  join  military  forces  with  South 
Africa  on  the  next.  Our  Angola  policy 
must  be  considered  together  with  our 
South  African  policy. 

I  urge  my  colleagues  to  vote  to 
defeat  the  Stump  amendment  today. 

Mr.  Speaker.  I  include  at  this  point 
in  the  Record  a  study  on  this  issue  un- 
dertaken by  the  Arms  Control  and 
Foreign  Policy  Caucus  of  the  House  of 
Representatives:0Z84846  smith  fj  9/ 
17/86  J.71-060  F.260a  A17SE7.117 
South  AntiCAS  Wars:  The  Military  and 

EcoMOMic  Campaign  by  South  Africa  To 

Prkserve  Apartheid 

Congress  is  likely  to  vote  again  this  year 
on  two  issues  related  to  South  Africa:  eco- 
nomic sanctions  (perhaps  on  a  veto  over- 
ride) and  aid  to  South  Africa-backed  rebels 
in  Angola.  This  Report  frames  this  latter 
issue  of  aid  to  the  Angolan  rebels  not  in  the 
ideological  context  in  which  it  has  so  far 
been  debated  (e.g.  do  W2  support  or  oppose 
the  communist  government  of  Angola?),  but 
rather  in  a  regional  context— the  way  it  is 
seen  throughout  Southern  Africa  and  per- 
haps even  throughout  all  of  Africa.  The 
Report  thus  raises  the  fundamental  ques- 
tion of  whether  U.S.  aid  to  Savimbi  will  be 
viewed  in  the  region  as  a  bona  fide  Ameri- 
can attempt  to  help  freedom-fighters,  or  as 
an  inadvertent  act  that  helps  South  Africa 
preserve  apartheid. 

The  Report  documents  South  Africa's  on- 
going military  and  economic  campaign 
against  all  seven  of  its  neighboring  states— a 


campaign  to  preserve  apartheid.  This  15- 
year  campaign,  which  has  not  been  covered 
widely  In  the  western  press,  has  caused 
some  $10  billion  in  economic  damage  to  the 
majority-rule  states  in  the  past  five  yeftis, 
and  still  includes  assassination  attempts, 
economic  sabotage,  aid  to  rebels,  military 
strikes  on  capital  cities  and  military  occupa- 
tion. 

summary 

In  an  effort  to  protect  its  system  of  white- 
minority  rule  known  as  apartheid.  South 
Africa  has  engaged  in  a  15-year  campaign  of 
military  and  economic  attacks  against  its 
neighbors.  As  this  Report  and  its  accompa- 
nying map  indicate,  since  1982  South  Africa 
has  attacked  with  its  military  forces  all 
seven  countries  bordering  South  African- 
controlled  territory;  has  subjected  five  to 
severe  economic  blackmail;  has  conducted  or 
sponsored  economic  sabotage  raids  against 
four;  and  has  been  the  primary  funder  and 
supplier  of  rebel  groups  in  three. 

South  Africa  justifies  these  actions  as  nec- 
essary to  stop  its  neighbors  from  providing 
support  and  sanctuary  to  groups  fighting 
for  majority  rule  in  southern  Africa— the 
ANC  in  South  Africa  and  SWAPO  in  South 
African-occupied  Namibia.  However,  as  well 
as  attacking  ANC  and  SWAPO  offices. 
South  Africa  also  attacks  its  neighbors' 
economies,  hoping  generally  to  weaken  the 
majority  rule  countries  and  keep  them  de- 
pendent on  South  Africa. 

In  addition,  some  South  African  attacks 
are  military  and  economic  attempts  to  dis- 
rupt even  non-violent  political  pressure  for 
majority  rule.  For  example.  South  African 
aircraft  bombed  Zambia  this  May  in  part  as 
retaliation  for  Zambia  hosting  a  meeting  of 
South  African  business  leades  with  the  ANC 
and  in  part  to  disrupt  a  Commonwealth  dip- 
lomatic mission  that  was  trying  to  set  up 
talks  between  the  ANC  and  South  Africa. 
Also,  just  last  month.  South  African  cus- 
toms agents  started  singling  out  for  harrass- 
ment  and  delay  all  exports  from  Zambia  and 
Zimbabwe,  after  those  two  countries  public- 
ly called  for  economic  sanctions  on  South 
Africa. 

Whateve'  its  motivation  for  particular  ac- 
tions, there  is  consensus  among  regional  an- 
alysts that  South  Africa's  wars  on  its  neigh- 
bors are  part  of  its  strategy  to  weaken  all 
possible  pressures  against  apartheid  and 
block  diplomatic  progress  toward  majority 
rule  in  South  Africa  and  Namibia.  As  Secre- 
tary of  State  Shultz  said  of  South  African 
military  attacks  on  three  countries  in  May. 
1986.  South  Africa's  campaign  is  "funda- 
mentally seated  in  apartheid." 

The  imminent  debate  in  Congress  over  aid 
to  reliels  in  Angola  is  cast  primarily  in  the 
context  of  anti-Communism,  due  to  Soviet 
and  Cuban  backing  of  the  Angolan  govern- 
ment and  recent  anti-Communist  state- 
ments by  rebel  leader  Jonas  Savimbi.  This 
Report  attempts  to  balance  this  focus  by 
placing  the  aid  debate  in  a  regional  context, 
as  it  is  seen  by  all  of  South  Africa's  neigh- 
bors and  most  of  Africa:  by  aiding  Savimbi's 
rebels  (who  have  received  as  much  as  $1  bil- 
lion in  aid  as  well  as  direct  military  support 
from  South  Africa),  does  the  tJnited  States 
inadvertently  encourage  and  assist  South 
Africa  in  its  campaign  to  preserve  apart- 
held? 

While  South  Africa's  military  and  eco- 
nomic campaigns  against  its  neighbors  are 
not  widely  covered  in  the  western  press, 
they  are  constant,  on-going  and  quite  effec- 
tive. This  Report  documents  these  cam- 
paigns, revealing  that  South  Africa's  attacks 
on   its  seven   neighbors,   from  democratic 


Botswana  to  Marxist  Angola,  have  shared 
the  common  purpose  of  preserving  apart- 
heid: 

In  Angola.  South  Africa  has  attempted  to 
seize  the  capital  to  place  Savimbi  in  power, 
carried  out  over  25  major  air  and  ground  at- 
tacks, sustained  UNITA  with  aid  valued  at 
$200  million  a  year  for  the  last  five  years  * 
and  used  its  troops  to  protect  UNTTA  and 
fight  with  it  against  the  Angolan  Army; 

In  Botswana.  South  Africa  has  carried  out 
helicopter-bome  commando  raids,  damaged 
transport  links  to  neighboring  countries  to 
force  Botswana  to  trade  through  South 
Africa,  and  assassinated  political  exiles,  ap- 
parently resorting  in  one  case  to  the  use  of 
a  car-bomb. 

In  Lesotho.  South  Africa  has  carried  out 
Commando  raids,  funded  Marxist  rebels  en- 
gaged in  economic  sabotage,  planned  an  un- 
successful assassination  attempt  on  the 
Prime  Minister,  and  carried  out  an  economic 
seige  by  closing  Lesotho's  borders,  leading 
to  a  military  coup; 

In  Mozambique,  South  Africa  has  carried 
out  aerial  bombardment  and  commando 
raids  on  the  capital,  assassinated  political 
exiles  (apparently  resorting  in  one  case  to 
the  use  of  a  letter-bomb),  and  funded  rebels 
-engaged  in  economic  sabotage  and  attacks 
on  international  famine  relief  efforts; 

In  Swaziland.  South  Africa  has  used  eco- 
nomic coercion,  military  attack  and  appar- 
ently bribery  to  gain  the  cooperation  of  the 
government  in  identifying  and  expelling 
anti-apartheid  activists: 

In  Zambia.  South  Africa  has  carried  out 
aerial  bombardment  of  the  capital  and  com- 
mando raids  on  refugee  camps  suspected  of 
serving  as  SWAPO  and  ANC  bases,  damaged 
transport  links  in  neighboring  countries  to 
force  Zambia  to  trade  through  South 
Africa,  and  may  have  funded  an  unsuccess- 
ful coup;  and 

In  Zimbabwe.  South  Africa  has  carried 
out  commando  raids,  conducted  economic 
sabotage  raids  inside  the  country,  damaged 
transix>rt  links  in  .neighboring  countries  to 
force  Zimbabwe  to  trade  through  South 
Africa,  and  may  have  funded  a  rebel  group. 

Prom  a  tactical  standpoint.  South  Africa's 
use  of  its  overwhelming  military  and  eco- 
nomic superiority  against  its  neighbors  has 
been  largely  successful:  the  attacks  have 
caused  $10  billion  in  economic  damage  in 
the  majority-rule  states  over  the  last  five 
years  (far  more  than  all  their  foreign  aid 
during  the  same  period).'  leading  to  starva- 
tion and  dislocation,  and  have  left  the  ma- 
jority-rule states  weak,  economically  de- 
penoent  on  South  Africa  and  largely  unwill- 
ing to  provide  refuge  or  support  to  groups 
attacking  apartheid,  or  to  take  part  in  diplo- 
matic initiatives  for  majority  rule.  Only 
Zambia  openly  hart>ors  the  anti-apartheid 
groups,  while  the  other  countries  have  ex- 


■  This  estimate  wss  provided  by  Prof.  Gerald 
Bender  of  USC.  In  a  telephone  interview  with 
Caucus  staff.  August  6,  1986.  Caucus  staff  was 
unable  to  determine  any  VS.  Government  estimate 
of  South  African  aid  to  UNITA.  since  the  State  De- 
partment, CIA.  House  Foreign  Affairs  and  Senate 
Foreign  Relations  declined  to  provide  a  figure  or 
comment  on  Prof.  Bender's  estimate.  Prof.  Bender 
is  recognized  as  (in  the  words  of  a  leading  African- 
ist  who  favors  aid  to  UNTPA,  Georgetown  Universi- 
ty's Richard  BlaseU)  "one  of  the  finest  historians 
on  Angolan  affairs."  Prof.  Bender  is  a  frequent  wit- 
ness before  Congressional  committees. 

■  This  Is  an  estimate  of  the  Southern  African  De- 
velopment Coordination  Committee,  the  economic 
association  of  the  "frontline"  states.  It  is  presented 
in  their  January.  19M.  report. 
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pelled  their  members  or  restricted  their  ac- 
tivities. 

The  details  of  South  Africa's  campaign  to 
preserve  apartheid  by  weakening  its  neigh- 
bors and  their  support  for  anti-apartheid 
groups  and  even  non-violent  diplomatic  ini- 
tiatives are  provided  below,  country  by 
country. 

ANGOLA 

Angola  has  been  subjected  to  severe  and 
nearly  continuous  South  African  military 
attack  and  South  African-backed  economic 
sabotage  for  nearly  15  years.  South  Africa's 
campaign  against  Angola,  an  ethnically-di- 
vided country  of  8  million  on  Namibia's 
northern  border  that  is  twice  the  size  of 
Texas,  has  included  full-scale  invasions, 
countless  raids  on  refugee  camps  allegedly 
serving  as  SWAPO  bases,  ongoing  occupa- 
tion of  southern  Angola  and  primary  sup- 
port as  well  as  battlefield  help  for  Angolan 
rebels. 

South  Africa  attacks  on  Angola  date  back 
to  the  early  1970s,  when  South  Africa 
helped  Portugal  oppose  the  Angolan  war  of 
.ndependence.  When  colonial  rule  ended  in 
ItTS,  South  Africa  sent  an  armored  brigade 
wi'h  air  over  700  miles  through  Angola 
toward  the  capital  city  to  install  Jonas  Sa- 
vimbi's  UNITA  group  in  power.  South 
Africa  believed,  as  it  does  now,  that  Savimbi 
would  cooperate  with  South  Africa,  and  in 
particular  would  expel  SWAPO  from 
Angola. 

UNITA.  composed  primarily  of  the  Ovim- 
bundu  tribe,  was  one  of  three  rebel  armies 
that  had  fought  the  Portuguese  and  were 
contesting  each  other  for  control  of  the 
country.  Zambia  and  China,  who  (with  the 
United  States)  had  been  supporting  UNITA 
against  the  Soviet-backed  MPLA,  cut  off 
their  support  when  South  Africa  invaded 
Angola  in  1975  and  began  aiding  UNITA. 
Cuban  troops  airlifted  to  Angola  by  the 
Soviet  Union  barred  South  Africa's  final  ap- 
proach to  the  capital,  and  despite  public 
pleas  from  Savimbi,  the  South  African 
column  retreated,  forcing  UNITA  to  return 
to  its  tribal  stronghold  in  southeastern 
Angola. 

Since  1975  South  Africa  has  conducted 
nearly  non-stop  aggression  against  Angola, 
including  direct  military  attacks,  paramili- 
tary operations  and  support  for  UNITA's 
economic  sabotage.  Currently,  South  Africa 
provides  UNITA  with  (according  to  one  re- 
spected U.S.  scholar,  USC's  Gerald  Bender) 
some  $200  million  per  year  in  aid,  bombs 
towns  up  to  200  miles  inside  Angola  and  has 
some  3,000  troops  occupying  parts  of  south- 
em  Angola  and  protecting  UNITA  forces, 
reinforced  by  up  to  20,000  troops  that  oper- 
ate on  both  sides  of  the  Namibian-Angolan 
border. 

As  a  result  of  South  Africa's  campaign, 
Angola  has  moved  Namibian  refugee  camps 
farther  away  from  the  border  and  appears 
to  have  restricted  SWAPO  activity.  Specific 
components  of  South  Africa's  campaign 
against  Angola  since  1975  include: 

More  than  25  major  attacks  and  countless 
cross-border  raids  by  South  African  troops 
on  Namibian  refugee  camps  allegedly  serv- 
ing as  SWAPO  bases,  resulting  in  thousands 
of  Namibian  and  Angolan  deaths.  In  one 
attack  in  1978  on  a  U.N.  High  Commission 
on  Refugees  camp.  South  Africa  killed  600 
refugees,  and  both  the  UNHCR  and  the 
World  Health  Organization  found  evidence 
of  the  use  of  "paralyzing"  gas; 

Aerial  bombardment  of  bridges,  roaxls  and 
anti-aircraft  Installations  throughout  south- 
em  Angola,  most  recently  in  1985  to  im>tect 
UNITA  from  a  government  advance; 


Military  assistance  to  UNITA  valued  at  a 
billion  dollars  over  the  past  five  years,  ac- 
cording to  use  Professor  Gerald  Bender. 
This  South  African  aid  includes  nearly  all 
UNITA's  weapons  and  other  military  equip- 
ment, training,  transport  of  troops  during 
battle,  logistical  aid  such  as  petroleimi  and 
vehicles  and  the  purchase  of  goods  produced 
in  UNITA-controUed  territory; 

Occupation  of  a  substantial  area  of  south- 
em  Angola,  including  towns  and  an  Angolan 
power  faculty,  from  1978  to  the  present: 

An  attempt  in  1985  to  sabotage  oil  instal- 
lations in  northern  Angola  owned  jointly  by 
American  corporations  and  the  Angolan 
Government.  Several  South  African  com- 
mandos carrying  explosive  devices  were  cap- 
tured near  the  installations;  and 

The  sinking  by  South  African  commandos 
in  June,  1986,  of  a  UNICEP  ship  carrying 
U.S.  food  aid  to  Angolan  refugee  camps. 

BOTSWANA 

As  the  majority  rule  country  closest  to 
Pretoria,  Botswana,  a  democracy  of  1  mil- 
lion roughly  the  size  of  Texas,  has  become 
an  important  refuge  for  South  Africans 
fleeing  their  country,  Including  ANC  mem- 
bers or  sympathizers.  Although  Botswana 
does  not  permit  ANC  training  camps  or 
transit  to  rebels  carrying  out  operations,  or 
even  ANC  political  offices.  South  Africa  has 
attacked  Botswana,  and  openly  threatened 
it  with  severe  reprisals  if  it  changes  its 
policy  and  assists  the  ANC. 

South  Africa's  campaign  against  Botswa- 
na appears  to  be  focused  on  killing  ANC 
leaders,  although  it  also  forces  Botswana  to 
remain  economically  dependent  on  South 
Africa: 

In  February,  1985,  a  bomb  was  planted 
and  exploded  at  a  housing  complex  for 
South  African  political  exiles,  and  in  May, 
an  exiled  leader  of  a  black  trade  union  was 
killed  with  a  car  bomb.  While  South  Africa 
denied  responsibility,  the  ANC  claimed  that 
the  bombings,  unprecedented  in  Botswana's 
non-violent  political  history,  were  conducted 
by  South  African  agents; 

In  June,  1985,  helicopter-bome  South  Af- 
rican commandos  raided  suspected  ANC 
residences  in  the  capital  city,  seeking  out 
and  killing  13  South  African  exiles  (the  U.S. 
recalled  its  ambassador  to  South  Africa  in 
protest); 

In  May,  1986,  helicopter-bome  South  Afri- 
can commandos  stormed  a  police  station 
and  housing  complex  near  the  capital.  Bot- 
swana reported  that  those  killed  or  injured 
were  its  citizens,  and  not  ANC  members,  but 
South  Africa  called  the  mission  "success- 
ful"; and 

South  African-backed  rebel  groups  de- 
stroyed rail  lines  through  Angola  and  Mo- 
zambique that  could  serve  as  alternate 
routes  for  overseas  trade  for  Botswana's 
beef  and  minerals  exports,  keeping  Botswa- 
na dependent.on  South  Africa. 

LESOTHO 

South  Africa's  four-year  campaign  against 
Lesotho,  a  kingdom  of  1  million  the  size  of 
Maryland  that  is  completely  surrounded  by 
South  Africa,  has  been  its  most  effective. 
The  campaign,  started  in  1982  with  com- 
mando raids  with  the  backing  of  a  Marxist 
rebel  group,  whose  sabotage  raids  South 
Africa  offered  to  call  off  if  Lesotho  recog- 
nized the  independence  of  the  "tribal  home- 
lands" to  which  South  African  blacks  have 
been  assigned  by  the  government.  The  cam- 
paign ended  this  year  after  an  economic 
blockade  resulted  in  the  overthrow  of  the 
government  and  the  installation  of  a  com- 
pliant regime. 


In  return  for  South  Africa's  lifting  of  the 
blockade,  the  South  African-backed  military 
officers  who  seized  power  in  the  coup  ex- 
pelled all  the  South  African  anti-apartheid 
activists  who  had  taken  refuge  in  Lesotho. 
South  Africa's  ultimately  successful  cam- 
paign Included  these  components: 

In  December,  1982,  South  African  com- 
mandos killed  44  people  in  raids  on  private 
homes  in  the  capital  in  search  of  ANC  mem- 
bers; 

In  late  January  and  February,  1983,  while 
Lesotho  was  hosting  a  front-line  states'  con- 
ference on  reducing  economic  dependence 
on  South  Africa,  a  Marxist-led  rebel  group 
(the  LLA)  that  South  Africa  financed,  har- 
bored and  provided  with  explosives  entered 
Lesotho  and  destroyed  economic  targets,  in- 
cluding the  capital's  water  storage  facility 
and  a  major  fuel  depot: 

In  the  spring  of  1983.  South  Africa  cre- 
ated economic  chaos  in  Lesotho  for  three 
months  by  delaying  cross-border  traffic 
until  Lesotho  expelled  22  South  African 
exiles  who  had  been  identified  by  South 
Africa  as  ANC  members; 

In  August,  1983,  the  South  African-backed 
LLA  unsuccessfully  attempted  to  assassi- 
nate the  Prime  Minister.  In  the  year  preced- 
ing this  attempt,  the  LLA  had  crossed  into 
Lesotho  from  South  Africa  and  assassinated 
government  officials  three  times: 

In  December.  1985,  following  a  formal 
South  African  complaint  to  Lesotho  about 
the  activities  of  South  African  refugees,  the 
South  African-backed  LLA  raided  the  cap- 
ital and  guiuied  down  nine  members  of  the 
ANC; 

At  the  start  of  January,  1986.  South 
Africa  imposed  a  military  blockade  on  Leso- 
tho, which  must  conduct  all  its  foreign 
trade  through  South  Africa;  and 

On  January  20,  1986.  with  food,  gasoline 
and  medicines  running  out  because  of  the 
blockade,  Lesotho's  government  was  over- 
thrown by  a  South  African-backed  military 
coup.  The  new  leaders  moved  quickly  to 
expel  all  South  African  exiles  that  South 
Africa  identified  as  ANC  members,  and 
South  Africa  lifted  the  blockade. 

MOZAMBIQUE 

South  Africa's  three-pronged  campaign 
against  Mozambique— military  attacks, 
severe  economic  sabotage  and  the  funding 
of  a  rebel  group— has  devastated  Mozam- 
bique's economy  and  disrupted  international 
famine  relief  operations  there.  Mozambique, 
a  nation  of  13  million  the  size  of  California 
that  is  on  South  Africa's  north-eastern 
border,  has  never  provided  bases  to  the 
ANC,  but  it  does  host  ANC  political  offices 
that  South  Africa  has  accused  on  aiding  at- 
tacks inside  South  Africa. 

South  Africa  helped  Portugal  In  Che  early 
1970s  in  its  war  with  independence  forces  in 
Mozambique,  and  when  Portugal  withdrew 
in  1974,  South  Africa  supported  an  abortive 
"settlers'  revolt"  against  majority  rule. 
When  Mozambique  supported  Rhodesian 
rebels  in  the  late  1970s,  the  white-minority 
government  in  Rhodesia  created  a  rebel 
movement  (MNR)  in  Mozambique  and  sup- 
plied it  with  training  and  equipment  for  eco- 
nomic sabotage. 

South  Africa  took  over  sponsorship  of  the 
MNR  when  Rhodesia  became  the  majority- 
rule  state  of  Zimbabwe  in  1980,  providing 
weapons,  explosives  and  sanctuary,  and  the 
BCNR  has  continued  to  attack  Mozambique's 
economic  infrastructure  and  international 
relief  operations.  In  particular.  South  Africa 
has  helped  the  MNR  damage  transport 
links  between  Mozambique  and   its  land- 
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locked  neighbors  Zimbabwe  and  Zambia,  in- 
creasing those  countries'  dependence  on 
South  Africa  as  a  conduit  for  their  interna- 
tional trade. 

South  Africa's  campaign  against  Mozam- 
bique included  these  components: 

In  January.  1981,  helicopter-bome  South 
African  commandos  raided  the  capital  city, 
and  used  rockets  and  mortars  to  destroy 
residences  of  South  African  exiles.  South 
Africa  claimed  at  least  6  ANC  members 
killed,  while  Mozambique  reported  13 
people  killed: 

In  August.  1982.  a  letter-bomb  addressed 
to  Ruth  First,  an  exiled  South  African 
writer  and  one  of  the  most  prominent  white 
members  of  the  ANC.  killed  her  and  wound- 
ed three  bystanders.  While  South  Africa 
denied  responsibility.  Mozambique  protest- 
ed the  incident  to  South  Africa,  claiming 
that  the  letter-bomb  was  sent  by  South  Af- 
rican agents: 

In  May.  1983,  South  African  aircraft 
bombed  houses  and  a  factory  in  the  capital. 
Mozambique  reported  19  killed  and  200  in- 
jured, while  South  Africa  claimed  40  ANC 
members  killed; 

In  1983.  the  South  African-backed  MNR 
sabotaged  international  relief  efforts  to  Mo- 
zambican  victims  of  the  worst  drought  of 
the  century; 

In  1984.  under  the  Nkomati  Accord.  Mo- 
zambique ousted  ANC  members  in  exchange 
for  South  Africa's  pledge  to  stop  funding 
the  MNR.  However.  South  African-backed 
attacks  on  economic  infrastructure  linking 
Mozambhoue  to  Zimbabwe  resumed  immedi- 
ately. and\he  next  year  South  Africa  pub- 
licly admitted  that  it  had  decided  to  violate 
the  Accord  and  continue  supporting  the 
MNR;  (Eventually.  Zimbabwe  sent  troops 
into  Mozambique  at  Mozambique's  request 
to  protect  its  transport  links.) 

In  January,  1985.  South  African-backed 
MNR  guerrillas  sabotaged  power  lines  and 
the  railroad  bridge  linking  Mozambique  to 
South  Africa;  and 

In  1985  and  1986.  the  MNR  attacked  inter- 
national relief  vehicles  and  supplies  for  the 
famine  in  Mozambique,  forcing  a  reduction 
in  deliveries  to  famine  areas. 

SWAZILAND 

South  Africa's  military  attacks  and  eco- 
nomic coercion  have  forced  Swaziland,  a 
tiny  ethnic  kingdom  on  half  a  million  nearly 
surrounded  by  and  totally  dependent  on 
South  Africa,  to  expel  ANC  political  opera- 
tives and  other  South  African  refugees. 
South  Africa's  campaign  to  cut  off  Swazi 
refuge  and  support  for  the  ANC  started  in 
1982  after  the  death  of  the  Swazi  king  (who 
had  been  supportive  of  the  ANC)  and  con- 
sisted of  economic  coercion  and.  recently, 
direct  military  attacks.  According  to  region- 
al expert  William  Minter.  Washington 
editor  of  the  Africa  News  Service,  the  Swazi 
Government  now  cooperates  with  South 
Africa  in  identifying  and  expelling  ANC 
members,  tmd  South  African  intelligence 
agents  operate  in  Swaziland  with  the  knowl- 
edge of  the  Swazi  Government. 

The  successful  campaign  started  with  the 
signing  in  1982  of  a  secret  agreement  to  give 
landlocked  Swaziland  one  of  South  Africa's 
"tribal  homelands."  including  a  seaport,  in 
return  for  the  expulsion  of  ANC  from  Swa- 
ziland. Although  as  part  of  the  agreement 
Swaziland  deported  100  ANC  members, 
some  of  whom  had  lived  in  Swaziland  for  20 
years.  South  African  courts  later  voided  the 
transfer  of  the  territory  and  its  seaport. 

South  Africa  established  close  relations 
with  members  of  the  royal  inner  circle  over 
the  next  few  years,  and  in  1983,  the  Swazi 


Finance  Minister  publicly  charged  that 
South  Africa  had  bribed  some  of  the  royal 
family  and  other  Swazi  officials  in  return 
for  their  cooperation.  This  minister  was 
jailed  for  two  years  after  South  Africsji 
President  Botha  sent  a  telegram  to  the 
Swazi  Government  defending  those  he  had 
accused.  By  1984.  according  to  Minter, 
South  Africa  was  given  free  rein  inside  Swa- 
ziland when  it  received  permission  to  open  a 
trade  mission  there  staffed  by  military  and 
intelligence  personhel  who  gather  informa- 
tion on  opponents  of  apartheid. 

Using  its  intelligence  network.  South 
Africa  identifies  South  Africa  exiles  it  sus- 
pects of  ANC  membership  or  other  anti- 
apartheid  activities,  and  asks  the  Swazi 
Government  to  expel  them.  To  reinforce  its 
demands.  South  Africa  had  its  troops 
occupy  Swazi  villages  twice  in  December, 
1985. 

ZAMBIA 

Zambia,  a  nation  of  5  million  the  size  of 
Texas  that  borders  Namibia,  openly  harbors 
members  of  SWAPO  and  the  ANC.  and 
President  Kaunda  has  been  an  outspoken 
opponent  of  South  Africa's  racial  policy  and 
a  leader  in  diplomatic  initiatives  on  both 
Namibia  and  South  Africa.  In  retaliation  for 
Zambia's  role.  South  Africa  has  attacked  it 
with  air  raids  and  commando  attacks,  eco- 
nomic gjeagure.  and  possibly  support'  for  a 
coup  sCftemp!>- 

However.  ZambiaN»e6ause  it^lsMeSs  eco- 
nomically dependent  on  South  AfhCa  than 
are  other  front-line  states  (for  example,  be- 
cause of  alternate  routes,  it  conducts  one- 
third  of  its  trade  through  South  Africa, 
compared  to  Zimbabwe's  two-thirds),  has 
not  succumbed  to  South  African  attacks  and 
moderated  its  role  in  the  anti-apartheid 
movement. 

South  Africa's  campaign  against  Zambia 
has  included  the  following  components: 

In  August  1978.  South  Africa  raised  refu- 
gee camps  in  Zambia  it  suspected  of  t>eing 
SWAPO  bases,  killing  12  people: 

Throughout  the  late  1970s  and  continuing 
until  today.  South  African-backed  rebels  in 
Angola  and  Mozambique  have  destroyed  rail 
and  power  links  between  Zambia  and  the 
seaports  in  both  countries,  forcing  it  to  con- 
duct more  of  its  overseas  trade  through 
South  Africa; 

In  October  1980.  Zambia  claimed  that 
South  Africa  had  recruited  and  trained 
more  than  100  Zambian  dissidents  in  a  plot 
to  overthrow  the  government,  a  charge 
South  Africa  denied; 

From  1980  to  1985.  South  African  aircraft 
repeatedly  bombed  refugee  camps  in  Zambi- 
an territory,  stating  that  the  attacks  were  in 
response  to  SWAPO  attacks  in  Namibia; 

In  May  1986.  in  retaliation  for  Zambia's 
hosting  the  historic  first  meeting  between 
ANC  leaders  and  South  African  business 
leaders  and  to  disrupt  a  Commonwealth  dip- 
lomatic mission  exploring  talks  between  the 
ANC  and  South  Africa,  the  South  African 
air  force  bombed  a  United  Nations  refugee 
camp  near  the  capital  city,  killing  two 
people:  and 

In  August  1986,  in  retaliation  for  Zambia's 
public  call  for  economic  sanctions  against 
apartheid.  South  Africa  disrupted  Zambian 
economic  activity  by  slowing  border  inspec- 
tions for  Zambian  goods. 

ZIMBABVkTE 

South  Africa's  campaign  against  Zim- 
babwe has  relied  primiarily  on  economic 
pressure,  because  of  the  dependence  of  land- 
locked Zimbabwe,  a  nation  of  8  million  on 
South  Africa's  northern  border,  on  South 


Africa  as  its  link  to  international  trade. 
However.  South  Africa  has  reinforced  this 
pressure  with  military  attacks,  economic 
sabotage  raids  and,  according  to  a  number 
of  regional  experts,  funding  for  a  rebel 
group. 

South  Africa's  involvement  in  Zimbabwe 
dates  back  to  its  military  and  economic  sup- 
port for  Rhodesia's  white-minority  govern- 
ment in  the  war  of  independence  in  the 
1970s.  Since  independence  in  1980,  Prime 
Minister  Mugabe  has  been  recognized  as  a 
key  spokesperson  for  the  anti-apartheid 
movement.  While  he  has  provided  refuge  to 
ANC  members  and  other  South  African 
exiles,  he  has  been  unwilling  to  provide 
bases  or  assist  ANC  operations.  South 
Africa,  however,  claims  that  the  ANC  has 
crossed  the  border  from  Zimbabwe  to  plant 
road  mines. 

The  South  African  campaign  against  Zim- 
babwe has  included  the  following  compo- 
nents: 

In  1981.  in  retaliation  for  what  it  called 
Zimbabwe's  "hostile"  diplomatic  activity 
(e.g.  harsh  speeches  against  South  Africa 
and  the  down-grading  of  diplomatic  rela- 
tions as  a  protest  against  apartheid)  South 
Africa  withdrew  the  engines  that  Zimbabwe 
had  relied  on  to  run  its  rail  system; 

In  1982.  South  African  agents  sabotaged 
Zimbabwe's  oil  reserve  facilities; 

In  December,  1982,  and  January,  1983. 
South  African-backed  MNR  rebels  in  Mo- 
zambique destroyed  fuel  pipelines  connect- 
ing Mozambique  to  Zimbabwe,  forcing  Zim- 
babwe to  purchase  fuel  from  South  Africa. 
The  MNR  has  continually  attacked  Zim- 
babwe's transport  lines  through  Mozam- 
bique, forcing  Zimbabwe  to  conduct  over- 
seas trade  through  South  Africa.  At  Mozam- 
bique's request.  Zimbabwe  has  sent  troops 
into  Mozambique  to  protect  its  transport 
links  against  the  MNR; 

In  May.  1986.  helicopter-borne  South  Afri- 
can commandos  destroyed  an  ANC  public 
relations  office  and  an  ANC  residence  in  the 
capital:  and 

In  August.  1986.  in  retaliation  for  Zim- 
babwe's public  call  for  economic  sanctions 
against  apartheid.  South  Africa  disrupted 
Zimbabwean  economic  activity  by  slowing 
border  inspections  for  Zimbabwean  goods. 

CONCLUSION 

South  Africa's  campaign  to  preserve 
apartheid  by  weakening  and  intimidating  its 
neighbors  is  far  from  over.  After  the  mili- 
tary attacks  on  Botswana,  Zambia  and  Zim- 
babwe in  May,  South  African  President 
Botha  stated:  "We  have  only  delivered  the 
first  installment."  Since  then,  significant 
military  and  economic  attacks  have  taken 
place,  and  its  appears  that  as  international 
pressure  builds  against  apartheid,  the  South 
African  campaign  may  escalate. 

This  Report  shows  how  South  Africa 
relies  on  a  regional  policy  to  preserve  apart- 
heid. Similarly,  the  United  States  needs  a 
regional  policy  to  assist  the  transition  to 
majority  rule  in  South  Africa  and  Namibia. 
Future  U.S.  policy  toward  South  Africa. 
Angola  and  the  rest  of  the  front-line  states 
can  not  be  decided  without  taking  account 
of  the  regional  reality  of  South  Africa's 
wars  on  its  neighbors. 

(This  report  was  prepared  by  the  staff  of 
the    Arms    Control    and    Foreign    Policy 
Caucus.  It  does  not  seek  to  reflect  the  views 
of  the  members  of  the  Caucus.) 
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ANC— African  Nationsl  Congress:  major 
resistance  group  fighting  for  majority  rule 
in  South  Africa.  The  ANC  was  founded  in 
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1912  and  is  headquartered  in  Zambia.  Its 
president  is  Oliver  Tambo,  and  jailed  leader 
Nelson  Mandela  is  its  honorary  secretary. 

LLA— Lesotho  Liberation  Army:  South  Af- 
rican-backed, Marxist-led  rebel  group  fight- 
ing for  the  overthrow  of  the  Lesotho  Gov- 
ernment. 

MNR— Mozambique  National  Resistance 
Movement  (also  known  as  Renamo):  rebel 
group  fighting  for  the  overthrow  of  the  Mo- 
zambican  Government,  created  by  the  Ian 
Smith  regime  in  Rhodesia  and  currently 
supported  by  South  Africa. 

Namibia— formerly  South  West  Africa,  oc- 
cupied by  South  Africa  since  1966  in  defi- 
ance of  international  law. 

SWAPO— South  West  Africa  People's  Or- 
ganization: principal  armed  group  fighting 
for  the  independence  of  Namibia  from 
South  Africa.  SWAPO  was  founded  in  1960, 
and  is  based  mainly  in  Angola.  Its  president 
is  Sam  Nujoma. 

UNITA— National  Union  for  the  Total  In- 
dependence of  Angola:  rebel  group  fighting 
for  control  of  Angola.  UNITA  was  founded 
in  1966,  and  Jones  Savimbi  is  its  president. 
For  the  past  11  years.  South  Africa  has 
been  UNITA's  largest  supplier.  In  1986,  a 
U.S.  assistance  program  for  UNITA  was 
started  by  the  CIA. 

Mr.  STUMP.  Mr.  Chairman,  I  yield  3 
minutes  to  the  gentleman  from  Okla- 
homa [Mr.  McCuRDY]. 

Mr.  McCURDY.  I  thank  the  gentle- 
man for  yielding  me  this  time. 

Mr.  Chairman,  I  wish  that  the 
amendment  offered  by  the  gentleman 
from  Florida  [Mr.  Pepper]  and  the 
gentleman  from  Arizona  [Mr.  Stomp] 
had  been  worded  differently  so  as  to 
make  this  a  clear-cut  debate  on  the 
policy  toward  Angola. 

As  a  matter  of  course.  I  do  not  be- 
lieve that  the  Congress  should  deny 
any  President  the  flexibility  to  con- 
front Soviet  and  Cuban  adventurism 
through  covert  aid  to  its  opponents,  so 
long  as  such  aid  is  necessary  to  achieve 
an  overall  policy  that  is  consistent 
with  U.S.  goals,  and  is  not  simply  an 
end  in  itself. 

In  the  case  of  Nicaragua,  it  seemed 
to  me  that  the  Reagan  administration 
forfeited  its  right  to  such  flexibility  by 
misleading  Congress  and  the  American 
people  as  to  its  goals,  and  by  conduct- 
ing a  sustained  public  campaign  to 
gain  support  for  covert  aid.  It  has 
come  very  close  to  making  the  same 
mistake  with  respect  to  Angola.  The 
President  carmot  have  it  both  ways: 
He  cannot  claim  that  covert  aid  to 
UNITA  is  vital  to  protect  American  in- 
terests and  encourage  the  support  of 
our  allies,  and  at  the  same  time  an- 
nounce to  the  world  that  we  must  help 
the  freedom  fighters  in  Angola,  as  he 
did  in  his  State  of  the  Union  message 
in  February.  If  the  aid  need  not  be 
covert,  it  should  not  be. 

Last  summer  I  voted  to  repeal  the 
Clark  amendment.  This  was  not  a  vote 
to  provide  funds  for  antigovemment 
forces;  it  merely  gave  the  President 
the  option  to  undertake  such  assist- 
ance. The  vote  today  is  somewiiat  dif- 
ferent. It  is  pretty  clear,  based  on  the 
administration's     public     statements, 


that  if  the  prohibition  in  the  commit- 
tee bill  is  not  enacted,  funds  will  be 
made  available  to  those  forces. 

Unfortunately,  the  time  remaining 
before  adjournment  is  short,  and  our 
experience  with  trying  to  legislate 
policy  toward  Central  America  is  not 
encouraging.  Therefore,  although  I 
would  prefer  a  debate  on  the  merits  of 
the  issue,  I  will  support  the  amend- 
ment offered  by  my  friends  from  Flor- 
ida and  Arizona.  At  the  same  time,  Mr. 
Chairman,  I  would  put  the  administra- 
tion on  notice  that— as  a  member  of 
the  committee— I  will  be  watching  de- 
velopments very  carefully,  and  do  not 
intend  by  this  vote  to  signal  a  carte 
blanche  approval  for  any  actions  that 
may  be  undertaken. 

Mr.  HAMILTON.  Mr.  Chairman,  I 
yield  4  minutes  to  the  gentleman  from 
New  York  [Mr.  Solarz]. 

Mr.  SOLARZ.  I  thank  the  gentle- 
man for  yielding  me  this  time. 

Mr.  Chairman,  the  adoption  of  this 
amendment  would  permit  the  continu- 
ation of  a  covert  assistance  program 
for  the  antigovemment  forces  in 
Angola.  I  think  it  is,  therefore,  encum- 
bent upon  us  to  ask  exactly  what 
American  interests  would  be  advanced 
by  the  continuation  of  this  effort  to 
provide  military  assistance  to  the 
UNITA  forces  in  Angola. 

Is  the  purpose  of  the  program  to 
bring  about  the  overthrow  of  the 
MPLA  regime  in  Luanda?  There  is  not 
a  single,  credible  military  analyst  who 
believes  that  with  or  without  Ameri- 
can support  Jonas  Savimbi  can  possi- 
bly succeed  in  that  endeavor. 

Is  the  purpose  to  facilitate  a  with- 
drawal of  the  Cuban  forces  in  Angola 
whom  we  would  all  like  to  see  leave 
that  coimtry?  The  truth  is  that  the 
Government  of  Angola  has  already  of- 
fered to  withdraw  virtually  all  of  the 
Cuban  forces  in  their  country  in  the 
context  of  a  simultaneous  withdrawal 
of  all  South  African  forces  from  both 
Angola  and  Namibia.  The  only  reason 
that  has  not  happened  is  not  because 
of  the  intransigence  of  Luanda,  but  be- 
cause of  the  intransigence  of  Pretoria. 

Is  the  purpose  to  facilitate  a  negotia- 
tion between  the  MPLA  government 
in  Luanda  and  the  UNITA  forces  led' 
by  Mr.  Savimbi  in  an  effort  to  achieve 
national  reconciliation  in  that  coun- 
try? 

D  1435 

The  truth  is  that  the  prospects  for 
such  a  negotiation  which,  indeed, 
would  be  a  desirable  way  of  resolving 
the  internal  conflicts  in  Angola,  would 
be  far  more  significantly  advanced  by 
a  cessation  of  South  African  and 
American  support  for  Mr.  Savimbi  and 
UNITA  because  so  long  as  the  MPLA 
regime  is  convinced  that  UNITA  is  ar- 
tificially propped  up  by  South  African 
and  Western  support,  they  will  cate- 
gorically continue  to  reject  any  pro- 


posals for  negotiations  with  Mr.  Sa- 
vimbi. 

It  would  only  be  in  the  context  of  a 
cessation  of  South  African  and  other 
Western  support  for  UNITA  and  con- 
tinued viability  of  the  UNITA  under- 
taking that  the  MPLA  regime  might 
be  persuaded  that  Mr.  Savimbi  does 
have  sufficient  indigenous  support 
within  Angola  to  merit  negotiations 
with  them. 

I  would  suggest,  my  colleagues,  that 
if  you  look  at  it  very  closely,  there  is 
little  to  be  gained  from  an  American 
point  of  view  by  helping  Mr.  Savimbi. 
Is  there,  however,  anything  to  be  lost? 
I  think  there  is. 

Instead  of  producing  a  reduction  in 
the  number  of  Cuban  forces  in  Angola, 
it  will  undoubtedly  result  in  an  in- 
crease in  the  number  of  Cuban  troops 
in  that  coimtry  since,  as  the  military 
pressure  against  the  Luanda  Crovem- 
ment  increases,  so  will  the  number  of 
Cuban  forces  dispatched  there  by  Mr. 
Castro. 

It  will  result  in  more  Cuban  troops, 
rather  than  fewer.  It  will  eliminate 
whatever  slender  chances  remain  of  a 
negotiated  settlement  to  the  Namibian 
problems  since  South  Africa,  which 
will  benefit  from  the  continuation  of  a 
strategic  alliance  with  the  United 
States  in  support  of  Savimbi  and 
Angola,  is  not  going  to  be  willing  to 
agree  to  a  Nambian  settlement  which 
would  require  them  to  cease  support- 
ing Mr.  Savimbi  and  UNITA  because 
then  they  would  lose  the  benefits  of 
an  association  with  the  United  States. 

Finally,  it  would  be  a  diplimatic  shot 
in  the  foot  for  the  United  States 
throughout  the  African  continent  be- 
cause, like  it  or  not,  rightly  or 
wrongly,  wisely  of  unwisely,  it  will  ob- 
jectively put  us  into  the  same  bed  as 
the  South  Africans  in  support  of 
UNITA  and  Mr.  Savimbi  at  a  time 
when  we  just  voted  to  impose  sanc- 
tions against  South  Africa.  I  cannot 
for  the  life  of  me  understand  why  we 
would  want  to  vote  for  this  amend- 
ment which  will  undo  all  of  the  good 
will  the  sanctions  vote  generated. 

Mr.  STUMP.  Mr.  Chairman,  I  yield  2 
minutes  to  the  gentleman  from  Virgin- 
ia [Mr.  Daniel],  a  member  of  the  com- 
mittee. 

Mr.  DANIEL.  Mr.  Chairman,  I  thank 
the  gentleman  from  Arizona  for  yield- 
ing. Like  the  gentleman  from  Oklaho- 
ma, I  voted  to  report  section  107  to  the 
floor  in  order  that  Members  might 
have  an  opportunity  to  express  them- 
selves on  the  issue. 

Let  me  say  at  the  outset,  Mr.  Chair- 
man, that  if  I  thought  for  one  moment 
that  disapproval  of  section  107  would 
encourage  the  policy  of  apartheid,  I 
would  not  support  the  Pepper-Stump 
amendment.  I  have  the  same  contempt 
for  this  abominable  policy  as  do  all 
other  freedom-loving  people. 
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Mr.  Chairman,  let  me  take  just  a 
minute  to  talk  about  the  strategic  im- 
portance of  Angola.  I  support  Pepper- 
Stump  primarily  for  economic  reasons. 
We  are  import  dependent  for  many  of 
the  strategic  materials  that  make  up 
our  industrial  base.  Many  of  these  ma- 
terials can  be  found  in  abundance  in 
only  two  areas:  Africa  and  the  Soviet 
Union.  The  Soviet  Union  is  now  in- 
stalled on  the  Horn  of  Africa.  It  sits 
astride  the  Mozambique  Strait  on  the 
Indian  Ocean  side  of  the  continent, 
and  by  consolidating  its  position  in 
Angola  will  have  effective  air  and  sea 
surveillance  of  the  entire  continent  of 
Africa.  This  will  impose  a  serious 
tlu«Ht  to  the  shipping  lanes. 

I  believe,  therefore,  that  the  nation- 
al interest  will  be  served  by  the  adop- 
tion of  Pepper-Stump. 

Section  107  of  the  intelligence  bill 
takes  away  the  option  for  covert  sup- 
port of  the  UNITA  resistance  forces 
fighting  the  governing  Communist 
regime  in  Angola.  Section  107  makes 
two  fundamental  policy  mistakes. 
First,  it  ruptures  the  secrecy  of  the 
statutory  process  for  congressional 
oversight  of  intelligence  activities;  and 
second,  it  abandons  United  States  stra- 
tegic interests  in  Angola. 

The  existing  statutory  process  for 
oversight  of  covert  actions  achieves  si- 
multaneously two  critical  goals— con- 
gressional control  of  funding,  and  the 
maintenance  of  the  secrecy  essential 
to  intelligence  activities. 

The  law  requires  that,  before  CIA 
conducts  a  covert  action,  the  President 
must  personally  find  in  writing  that 
the  proposed  operation  is  important  to 
U.S.  national  security.  The  proposed 
action  must  be  reported  in  advance  to 
the  intelligence  committees  of  Con- 
gress. Covert  actions  are  funded 
through  appropriations  made  avail- 
able annually  by  Congress  for  such 
purposes.  If  the  intelligence  commit- 
tees disapprove  of  a  covert  action  that 
the  President  has  found  important  to 
national  security.  They  may  deny 
funding  for  continuation  of  the  action 
during  the  annual  authorization  and 
appropriations  process. 

This  system  established  by  law  and 
congressional  rules  permits  all  of  this 
to  be  done  in  confidentiality,  to  pre- 
serve the  secrecy  essential  to  intelli- 
gence activities.  There  is  no  need  to 
break  this  essential  secrecy  about 
covert  actions.  The  executive  branch 
should  not  do  it  and  the  Congress 
should  not  do  it.  V 

In  addition  to  encouraging  the 
breach  of  secrecy,  the  other  major 
problem  with  section  107  is  its  aban- 
donment of  United  States  strategic  in- 
terests in  Angola.  Prom  my  service  as 
a  member  of  both  the  Intelligence 
Committee  and  the  Armed  Services 
Committee,  I  remain  extremely  con- 
cerned about  the  continuing  offensive 
Soviet  military  buildup  around  the 
globe. 


Angola  provides  airfield  and  naval 
port  access  to  the  Soviet  Union  from 
which  they  could  attack  the  sea  lines 
of  communication  around  southern 
Africa,  including  the  critical  Cape  sea 
route  for  maritime  transport  of  strate- 
gic minerals  vital  to  the  economies  of 
the  West. 

Luanda,  Angola,  has  one  of  the  best 
natural  harbors  in  west  Africa  and  is 
the  main  support  base  for  the  Soviet 
Navy's  West  Africa  fleet  element. 

The  Soviets  and  their  allies  have 
poured  $4  billion  in  military  aid  into 
Angola  in  the  past  decade,  $rbillion  of 
which  was  given  just  since  1983.  I 
would  point  out  to  my  colleagues  that 
this  massive  Soviet-bloc  aid  to  Angola 
occurred  during  a  period  in  which  the 
Clark  amendment  prohibited  the 
United  States  from  providing  any  aid 
to  the  Angolan  freedom  fighters. 

The  Soviet-supported  air  and  naval 
infrastructure,  combined  with  the 
35,000  Cuban  troops  already  in 
Angola,  severely  threatens  United 
States  interests  in  the  region. 

I  urge  my  colleagues  to  vote  for  the 
Pepper-Stump  amendment  to  strike 
section  107  against  covert  aid  to  the 
Angolan  resistance.  The  United  States 
should  stand  four-square  behind  the 
forces  of  freedom  meeting  the  Com- 
munist challenge  in  Angola. 

Mr.  HAMILTON.  Mr.  Chairman,  I 
yield  2  minutes  to  the  distinguished 
Delegate,  the  gentleman  from  the  Dis- 
trict of  Columbia  [Mr.  Fauntroy]. 

Mr.  FAUNTROY.  Mr.  Chairman, 
support  of  the  Stump  amendment 
would,  in  effect,  take  back  what  we 
gave  last  week  in  a  very  significant 
vote. 

Last  week  we  gave  the  Nation  and 
the  world  moral  leadership  in  achiev- 
ing nonviolent  resolution  to  the  crisis 
in  southern  Africa  with  our  vote  for 
sanctions.  To  support  the  Stump 
amendment  would  be  to  take  that 
back  and  promote  violence  in  the  very 
region  that  we  are  attempting  to  ad- 
dress with  this  legislation. 

I  hope  that  you  will  pay  particular 
attention  to  what  the  chairman,  Mr. 
Hamilton,  has  said.  The  150  million 
blacks  of  southern  Africa  and  whites 
of  good  will  all  over  this  country,  in- 
cluding in  America,  understand  that 
this  vote  would  identify  us  with  the 
enemies  of  nonviolent  resolution  there 
and  with  apartheid.  They  know  that 
the  issue  here  is  not  East /West  con- 
frontation. The  United  States  is  Ango- 
la's number  one  trading  partner.  The 
issue  is  whether  or  not  South  Africa 
will  continue  its  war  on  the  front-line 
nations  through  it  directly  and 
through  surrogates,  to  prevent  them 
from  developing  the  very  strategic  re- 
sources which  exist  outside  of  south- 
em  Africa,  outside  of  South  Africa  in 
those  very  regions. 

Support  for  UNITA  means  support 
for  blowing  up  bridges  and  roads  and 
ports   that   are   designed   to   provide 


those  resources,  not  only  for  the 
people  of  that  region,  but  for  the  West 
as  well. 

I  hope  that  we  will  not  take  back 
today  what  we  gave  last  week,  moral 
leadership  in  this  nonviolent  resolu- 
tion of  the  crisis  in  southern  Africa. 

Please  support  the  chairman.  Please 
support  section  107.  It  is  not  the  Clark 
amendment  restored;  it  is  wrong  to 
imply  that.  Let  us  do  what  is  right  in 
this  case.  Support  nonviolent  resolu- 
tion in  South  Africa  and  we  do  that,  in 
this  instance  by  voting  in  support  of 
the  committee. 

Mr.  STUMP.  Mr.  Chairman,  I  yield  2 
minutes  to  the  gentleman  from  Indi- 
ana [Mr.  Burton]. 

Mr.  BURTON  of  Indiana.  Mr.  Chair- 
man, we  should  not  reinstate  the 
Clark  amendment.  Make  no  mistake 
about  it;  that  is  what  this  is  doing. 

We  should  support  the  gentleman 
from  Florida  [Mr.  Pepper]  and  the 
gentleman  from  Arizona  [Mr.  Stump] 
in  their  efforts  to  take  out  section  107. 

There  are  60,000  UNITA  forces 
fighting  in  a  life-and-death  struggle 
for  freedom  in  Angola  and  while  they 
are  doing  that,  there  are  Cubans 
there,  45,000  of  them,  using  chemical 
weapons  to  prevail. 

The  Soviets  have  a  major  naval  base 
in  Luanda.  That  is  why  they  are  con-- 
cemed  about  Angola,  the  strategic  im- 
portance of  that  country. 

Let  me  read  to  you  what  Mr.  Sa- 
vimbi.  President  of  UNITA,  had  to  say 
about  section  107.  He  said.  If  this  stays 
in,  "in  doing  so,  it  weakens  the  pros- 
pects of  a  negotiated  settlement  to  our 
tragic  civil  war  by  encouraging  the  So- 
viets, Cubans,  and  the  MPLA  Conunu- 
nists  to  believe  military  victory  over 
UNITA  is  possible." 

He  went  on  to  say,  "In  Angola,  we 
have  never  had  elections.  The  country 
is  ruled  by  an  illegitimate  minority 
regime  propped  up  by  45,000  Cubans, 
1.500  Soviets,  2,500  East  Germans, 
2,000  North  Koreans,  and  other  East- 
ern-bloc forces. 

"Despite  its  massive  occupation  by 
foreign  Communist  forces,  the  people 
of  Angola  have  not  given  up  their  10- 
year  struggle  for  freedom.  UNITA  has 
been  making  steady  progress,  and 
recent  U.S.  support  has  played  a  sig- 
nificant role. 

"'We  in  UNITA  take  a  back  seat  to 
no  one  in  abhorrence  of  apartheid. 
Apartheid  is  an  evil  system  doomed  to 
perish.  However,  those  seeking  justice 
in  South  Africa  cannot  morally  ignore 
the  right  of  Angolans  to  fight  for  their 
own  freedom.  The  charge  that  UNITA 
is  a  "tool  of  South  Africa'  is  ridiculous 
and  unsubstantiated.  Whom  would 
UNITA  apply  the  apartheid  system 
against?  Would  we  apply  the  system 
against  ourselves?" 

Mr.  Chairman,  it  would  be  unthink- 
able for  us  to  turn  our  backs  on  these 
people    fighting    for    freedom.    We 
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n,  I  yield  2 
from  Indi- 


should  remove  section  107  from  this 
legislation. 

Mr.  HAMILTON.  Mr.  Chairman,  I 
yield  4  minutes  to  the  gentleman  from 
Michigan  [Mr.  Wolfe],  the  distin- 
guished chairman  of  the  Subcommit- 
tee on  Africa  of  the  Committee  on 
Foreign  Affairs. 

Mr.  WOLPE.  Mr.  Chairman,  I  rise  to 
express  the  strongest  possible  opposi- 
tion to  the  Stump  amendment. 

There  are  three  points  that  I  think 
need  to  be  underscored  in  the  course 
of  this  debate.  First,  let  there  be  no 
mistake,  the  effect  of  continuing  our 
covert  assistance  to  Mr.  Savimbi  in 
Angola  is  to  put  the  United  States 
squarely  into  the  position  of  a  military 
alliance  with  the  apartheid  regime  of 
South  Africa. 

It  is  also  to  put  the  United  States 
squarely  in  opposition  to  the  ex- 
pressed position  of  the  entire  African 
Continent  and  to  all  of  our  European 
allies. 

So  let  us  not  kid  ourselves.  When  we 
continue  this  assistance  to  Mr.  Sa- 
vimbi, the  perception  throughout  the 
African  Continent  in  that  we  are  par- 
ticipating in  the  ongoing  effort  of  the 
South  African  Government  to  destabi- 
lize all  of  the  regihies  in  southern 
Africa. 

D  1445 

For  the  past  5  years  South  Africa 
has  engaged  in  an  occupation  of 
Angola.  South  Africa  has  provided  the 
major  logistical  and  military  support 
for  Savimbi.  The  estimates  are  that 
oyer  $200  million  a  year  has  been 
pouring  into  UNITA  forces  from 
South  Africa  over  the  past  5  years,  a 
billion  dollars  without  which  Mr.  Sa- 
vimbi and  UNITA  probably  would  not 
be  surviving  militarily.  So  America's 
assistance  to  Mr.  Savimbi  will  be 
viewed  as  part  of  the  broader  aggres- 
sion by  South  Africa,  not  only  against 
Angola,  but  against  all  the  other  coun- 
tries in  the  region,  Mozambique,  Bot- 
swana, Lesotho,  Zimbabwe,  Zambia, 
and  others. 

I  do  not  think  that  the  perception  of 
an  American  alliance  with  South 
American  interests.  If 
be  allied  with  South 
vote    for    the    Stump 


Africa  serves 
y^'i  want  to 
Africa,  then 
atnendment. 

Second,    let 
there    is    no 


there  be  no  mistake, 
better  way  to  assist 
Moscow  than  by  voting  for  the  Stump 
amendment,  because  the  effect  of  the 
Stump  amendment  would  be  to  allow  a 
continuance  of  support  to  Mr.  Savimbi 
in  Angola  that  will  keep  the  Cubans  in 
Angola,  that  will  play  into  the  hands 
of  the  Soviet  propagandists. 

It  is  South  African  aggression 
against  the  neighboring  states  in  the 
region  that  is  the  principal  source  of 
instability  and  provides  the  principal 
reason  for  the  retention  of  Cuban 
troops. 


The  Angolan  Goverrunent  has  laid 
out  on  the  negotiating  table  specific 
proposals  for  the  withdrawal  of  those 
Cuban  troops.  Do  we  really  think  that 
increased  threats  from  Savimbi 
against  the  Angolan  Government  will 
diminish  the  reliance  by  the  Angolan 
Government  on  those  Cuban  troops? 
Is  it  not  obvious  that  that  reliance  will 
only  intensify  and  that  there  will  be 
more  Cuban  troops,  rather  than  less 
Cuban  troops  in  Angola,  As  a  conse- 
quence of  American  policy? 

Let  us  not  assist  Moscow  in  that 
way.  I  want  Cuban  troops  out  of 
Angola.  Support  for  the  Stump 
amendment  is  much  more  likely  to 
keep  them  inside  Angola. 

Finally,  the  third  point,  let  us  be 
under  no  illusions.  Mr.  Jonas  Savimbi 
is  anything  but  a  committed  anti-Com- 
munist supporter  of  Western  values. 
Look  at  his  own  history.  Mr.  Savimbi 
first  went  to  the  Soviet  Union  for  as- 
sistance. When  he  was  denied  assist- 
ance there,  he  turned  to  China.  He 
was  trained  in  China.  He  was  an 
avowed  Maoist.  Now  he  is  getting  his 
support  from  South  Africa.  Now  he 
claims  to  be  a  committed  anti-Commu- 
nist. 

The  only  thing  that  is  consistent 
about  Mr.  Savimbi  over  the  years  is 
that  there  is  always  a  perfect  correla- 
tion between  his  ideology  of  the 
moment  and  his  source  of  financial 
support. 

Let  us  not  be  fooled.  Just  look  at  Mr. 
Savimbi's  recent  statements  when  he 
was  in  the  United  States  not  long  ago. 
He  went  before  the  media  of  this 
country  and  he  proclaimed  that  if 
American  businesses  that  were  lobby- 
ing the  Members  of  Congress  on  this 
very  issue  did  not  stop  lobbying  the 
Members  of  Congress  that  he,  Mr.  Sa- 
vimbi, would  destroy  those  business  in- 
stallations inside  Angola. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Michigan  has  expired. 

Mr.  WOLPE.  Mr.  Chairman,  I  ask 
for  an  additional  minute. 

Mr.  HAMILTON.  I  regret  that  I 
have  no  further  time. 

Mr.  WOLPE.  I  would  urge  opposi- 
tion to  the  Stump  amendment. 

Mr.  STUMP.  Mr.  Chairman.  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  California  [Mr. 
Hunter]. 

Mr.  HUNTER.  Mr.  Chairman,  I  rise 
in  strong  support  of  the  Stump-Pepper 
amendment  to  H.R.  4759.  I  commend 
my  colleague  from  Arizona  and  the 
distinguished  chairman  of  the  Rules 
Committee  for  their  foresight  and  ef- 
forts on  this  issue. 

I  understand  that  many  of  my  col- 
leagues have  strong  reservations  about 
aiding  UNITA,  but  I  fear  that  the 
issue  of  South  Africa  has  been  con- 
fused with  the  issue  of  this  debate, 
southern  Africa.  Yes,  the  South  Afri- 
cans do  aid  UNITA.  They  want  the 


Cubans  out.  But,  it  has  nothing  to  do 
with  apartheid. 

The  United  States  fought  side  by 
side  with  the  Soviet  Union  during  the 
Second  World  War.  That  did  not  mean 
that  we  condoned  Stalin  or  his  gulags. 
The  Roosevelt  administration  chose  to 
cooperate  with  the  Soviets  because  we 
were  fighting  a  common  enemy,  far 
more  threatening  at  the  time  than  the 
Soviet  Union. 

The  situation  is  similar  today.  We 
can  aid  UNITA  and  assist  the  Angolan 
people  in  finally  winning  their  inde- 
pendence. That  may  mean  that  we  are 
aiding  a  group  which  is  also  getting 
funds  from  South  Africa.  It  does  not 
mean  that  we  support  the  internal 
policies  of  South  Africa  and  it  does 
not  mean  that  we  condone  the  contin- 
ued policy  of  the  Goverrunent  in  Na- 
mibia. 

Rather  it  means  that  we  want  the 
Cubans  and  the  East  Germans  and  the 
PLO  and  the  Soviets  and  the  Bulgar- 
ians out  of  southern  Africa.  We  want  a 
southern  Africa  where  the  majority  of 
the  population  in  each  country  is  free 
to  decide  its  own  destiny. 

This  House  has  had  the  wisdom  to 
aid  freedom  fighters  in  Afghanistan. 
Nicaragua,  and  Cambodia.  Are  the 
people  of  Angola  any  less  worthy  of 
our  support?  Do  we  now  abandon 
people  because  their  country  borders 
on  a  detestable  regime?  If  so,  the  Nor- 
wegians. Turks,  and  Japanese  are  in 
for  a  surprise. 

I  urge  my  colleagues  to  support  the 
Stump-Pepper  amendment  and  restore 
a  bit  of  sanity  to  our  foreign  policy. 

Mr.  STUMP.  Mr.  Chairman,  I  yield  1 
minute  to  the  gentleman  from  Texas 

[Mr.  COMBEST]. 

Mr.  COMBEST.  Mr.  Chairman,  we 
live  in  a  world  that  grows  ever  more 
complex.  The  Soviet  Union  uses  prox- 
ies and  henchmen  to  prod  the  United 
States  at  every  level— from  the  geo- 
strategic  down  to  civil  wars  and  terror- 
ism. 

The  essential  point  is  this:  We  must 
have  the  flexibility  to  respond  to  the 
Soviet  prods  at  an  appropriate  level. 

This  bill  places  one  of  those  re- 
sponse levels  off  limits.  The  choice  of 
covert  assistance  is  denied  to  us.  We 
are  then  forced  to  choose  between 
doing  nothing  or  providing  open  assist- 
ance which  only  raises  the  stakes.  Es- 
calation makes  it  harder  on  our 
friends  and  harder  on  us.  It  is  much 
like  playing  the  Soviets  in  a  poker 
game  where  we  cannot  call— we  can 
only  raise  or  fold.  The  bill  does  not 
permit  us  to  exercise  the  full  range  of 
options,  rather  it  forces  us  to  either 
escalate  or  capitulate. 

This  House  often  has  trouble  relat- 
ing to  the  real  world  out  there.  Situat- 
ions occur  where  the  United  States 
can  advance  our  national  interests  and 
promote  our  ideals  without  holding  a 
press  conference  or  open  debate.  The 
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President,  with  appropriate  congres- 
sional oversight,  must  have  the  flexi- 
bility, the  capability  to  deal  with  at- 
tacks on  freedom  in  the  most  effective 
way.  We  are  again  trying  to  tie  our 
own  hands  and  it  is  a  mistake. 

Mr.  HAMILTON.  Mr.  Chairman,  I 
yield  1  minute  to  the  gentleman  from 
Vermont  [Mr.  Jeffords]. 

Mr.  JEFFORDS.  Mr.  Chairman,  I 
rise  in  support  of  the  Intelligence 
Committee's  language  in  section  107  of 
the  fiscal  year  intelligence  authoriza- 
tion bill.  As  you  know,  this  section 
states  that  no  funds  shall  be  expended 
in  fiscal  year  1987  for  covert  oper- 
ations in  Angola  unless  the  President 
publicly  requests  such  assistance  and 
it  is  approved  by  Congress. 

During  consideration  of  the  foreign 
aid  authorization  bill  last  summer,  the 
House  voted  to  repeal  the  Clark 
amendment,  which  prohibited  any 
United  States  assistance  to  rebel 
groups  operating  in  Angola.  At  that 
time,  the  administration  insisted  that 
it  had  no  intention  of  providing  mili- 
tary support  to  any  Angolan  group, 
but  that  it  sought  to  repeal  of  the 
Clark  amendment  as  a  matter  of  prin- 
ciple. However,  the  President  has  since 
made  very  clear  his  support  for 
UNITA's  guerrilla  war  against  the  An- 
golan Government.  While  the  adminis- 
tration has  chosen  to  publicly  express 
its  support  for  assistance  to  UNITA,  it 
is  now  requesting  covert  authority  to 
operate  in  Angola  in  order  to  circum- 
vent open  congressional  debate  on  the 
issue. 

Section  107  of  this  bill  does  not  pro- 
hibit assistance  to  UNITA.  Rather,  it 
suggests  that  if  the  President  wishes 
to  follow  up  his  public  discussion  of 
the  issue  then  he  should  submit  a  spe- 
cific request  for  assistance.  Congress 
can  then  decide  the  issue  on  its  merits. 

I  would  like  to  remind  my  colleagues 
of  a  statement  by  the  distinguished 
chairman  of  the  House  Intelligence 
Committee,  Mr.  Hamilton:  "Covert  au- 
thority is  intended  as  a  necessary 
secret  tool  in  support  of  existing 
policy,  not  a  means  to  change  policy  in 
secret."  No  matter  what  my  colleagues 
think  of  Mr.  Savimbi  and  his  move- 
ment or  of  the  Angolan  Government 
this  issue  we  have  before  us  is  not  the 
relative  merits  of  aid  to  UNITA  but  a 
critical  policy  question  as  outlined  by 
the  gentlema.n  from  Indiana  [Mr. 
Hamilton]. 

I  strongly  believe  that  covert  oper- 
ations are  a  necessary  component  of 
U.S.  policy  and  that  their  secret  status 
must  be  preserved.  The  legislation 
before  us  clearly  supports  such  oper- 
ations. In  this  instance,  there  is  con- 
siderable question  as  to  whether  Con- 
gress or  the  American  people  support 
aid  to  UNITA.  Until  the  lau-ger  issue  of 
U.S.  policy  toward  southern  Africa  has 
been  decided  in  open  debate,  the  ad- 
ministration should  not  have  the  au- 


thority to  secretly  alter  existing 
policy. 

I  urge  my  colleagues  to  support  the 
committee  language. 

Mr.  STUMP.  Mr.  Chairman,  I  yield  2 
minutes  to  the  gentleman  from  New 
York  [Mr.  Kemp]. 

Mr.  KEMP.  Mr.  Chairman,  I  appre- 
ciate my  friend  from  Arizona  yielding. 

Mr.  Chairman,  I  rise  in  strong  sup- 
port of  the  Pepper-Stump  amendment. 

I  think  this  is  a  critical  issue  facing 
not  only  the  United  States,  but  the 
West.  How  do  we  help  folks  fight  for 
freedom?  What  is  the  best  way  to  do 
it? 

Now,  there  can  be  legitimate  debate 
on  both  sides  of  the  aisle,  but  here  we 
have  a  self-identified  Marxist-Leninist 
government  in  Angola  with  35,000 
Cuban  mercenary  troops  helping  to 
prop  up  that  Marxist  government. 
They  have  taken  in  over  $2  billion  in 
Soviet  aid  in  the  form  of  weapons, 
tanks  and  MIG's  with  Cuban  pilots, 
seeking  to  crush  a  strong,  indigenous, 
anti-Communist,  pro-Western  pro- 
Democratic  force  in  Angola. 

Now  the  Congress  is  going  to  revisit 
the  Clark  amendment,  which  in  1976 
said  that  we  could  not  help  them. 

Now,  imagine  what  type  of  a  signal 
this  sends  to  southern  Africa.  Imagine 
what  type  of  signal  this  sends  to  other 
countries  in  which  there  are  indige- 
nous, prodemocratic,  anti-Communist 
resistance  forces.  Are  we  going  to  say 
to  them  that  we  are  not  going  to  help? 
What  are  we  going  to  say,  what  does  it 
say  to  the  Afghan  rebels  or  the  Kam- 
puchean  rebels  or  rebels  and  freedom 
fighters  in  other  parts  of  the  world,  in- 
cluding Nicaragua? 

I  think  it  is  a  big  mistake.  Are  we 
going  to  say  to  the  world  that  if  you 
are  willing  to  fight  for  freedom  we  are 
going  to  turn  it  into  a  debate  on  the 
floor  of  the  U.S.  House  and  politicize 
it? 

Should  a  President  have  the  option 
to  support  covertly  in  indigenous 
democratic  force  resisting  communism 
and  Marxism  in  a  country? 

This  is  Clark  revisited.  It  should  not, 
that  language  should  not  be  in  there, 
and  the  Pepper-Stump  amendment  is 
absolutely  essential  to  the  conduct  not 
only  of  the  fight  for  freedom  in 
Angola,  but  the  fight  for  freedom  in 
other  parts  of  the  world. 

Mr.  Chairman,  for  the  record,  I  want 
to  complete  my  statement.  No  nation, 
great  or  small,  can  conduct  an  effec- 
tive foreign  policy  if  vital  decisions  are 
made  and  reversed  capriciously.  Just 
last  summer,  the  Congress  gave  the 
President  authority  to  provide  covert 
assistance  to  the  black  nationalist  re- 
sistance in  Angola.  The  bill  before  us 
would  withdraw  that  mandate,  just  as 
Savimbi's  forces— with  our  quiet 
help — are  beginning  to  hold  their  own. 

What  is  the  reason  for  this?  Well, 
the  supporters  of  the  Hamilton 
amendment  would  have  us  view  their 


language  as  the  equivalent  of  "blue 
skies"  legislation  in  foreign  policy. 
They  want  public  disclosure  of  what 
UNITA  needs,  what  we  propose  to  give 
them,  and  how  and  when  we  wiU  get  it 
there.  Then  they  want  yet  another 
vote  in  Congress  approving  it  all. 
Meanwhile,  UNITA  will  have  to  stand 
alone  against  attacks  by  Soviet-sup- 
plied Government  troops— and  the 
President  will  be  powerless  to  help. 

This  all  misses  the  essential  point. 
There  is  a  war  going  on  in  Angola,  a 
war  that  will  determine  the  future  of 
freedom  and  independence  in  that 
country.  And  make  no  mistake:  free- 
dom has  its  enemies.  They  are  in 
Luanda.  And  they  are  attentive  to 
what  we  do  and  say  from  the  comfort 
of  this  Chamber. 

The  facts  on  the  ground  in  Angola 
are  starkly  simple.  The  Marxist  MPLA 
government  in  Luanda  came  to  power 
in  1975  only  through  the  direct  injec- 
tion of  Soviet  weapons  and  15,000 
Cuban  troops.  It  stays  in  power  only 
because  of  their  support— propped  up 
by  Cuban  forces  now  numbering 
35,000.  In  return,  the  Soviets  derive 
both  economic  benefits— through  oil 
revenues— and  pplitical/military  bene- 
fits—in their  cainpaign  to  destabilize 
and  eventually  assert  their  control 
throughout  southern  Africa.  If  this 
oppressive  alliance  is  to  be  broken,  the 
costs  of  the  Soviet/Cuban  presence 
must  be  raised  to  the  point  where  they 
exceed  the  associated  benefits. 

The  resistance  forces,  with  effective 
help,  can  make  holding  power  so  diffi- 
cult that  the  government  will  be 
forced  at  last  to  reach  an  accommoda- 
tion with  the  people  of  Angola.  This  is 
the  essential  impetus  to  a  negotiated 
settlement.  If  UNITA  cannot  fight, 
the  MPLA  government  has  no  incen- 
tive to  negotiate. 

But  the  key  ingredient  here  is  effec- 
tive help.  Overt  assistance  is  proper  in 
its  place.  Along  with  our  colleague 
Senator  Claude  Pepper,  I  have  spon- 
sored legislation  to  give  humanitarian 
aid  to  UNITA,  to  be  openly  debated 
and  provided. 

But  there  are  other  aspects  of  our 
assistance  which  depend  upon  secret 
channels  of  supply  that  must  stay 
secret  to  succeed.  We  are  not  talking 
about  simply  losing  equipment.  We  are 
talking  about  endangering  lives. 

If  we  follow  the  prescription  of  the 
Hamilton  amendment,  we  will  do 
nothing  to  disrupt  the  flow  of  weapons 
and  intelligence  from  the  Soviet  bloc 
to  Angola's  Marxist  government. 
There  are  no  Hamilton-lik^  con- 
straints on  the  Soviet  Union.  But  we 
will  be  impairing  the  ability  of  this 
country  to  provide  effective  help  to 
Savimbi's  forces.  And  we  will  reduce 
UNITA's  hope  for  success. 

In  truth,  the  Hamilton  amendment 
is  a  direct  attack  upon  the  Reagan 
doctrine.  It  is  a  covert  attempt  to 
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render  our  support  for  the  forces  of 
freedom  in  Angola  null  and  void.  If  we 
are  to  stand  with  those  who  are  fight- 
ing for  their  freedom,  then  it  should 
not  matter  whether  our  help  is  provid- 
ed openly  or  secretly  so  long  as  it 
meets  the  needs  of  those  we  are  help- 
ing. 

We  cannot  both  proclaim  our  sup- 
port for  freedom  and  democracy,  and 
then  prohibit  effective  assistance  to 
people  who  are  fighting  against  totali- 
tarian governments  and  foreign  Com- 
munist troops— as  the  Hamilton  lan- 
guage would  do. 

Contrary  to  a  former  President's  as- 
sertion, Americans  have  never  har- 
bored an  inordinate  fear  of  commu- 
nism or  its  influence  in  the  world.  In 
the  competition  of  ideas,  Marxist-Len- 
inist doctrine  has  been  proven  bank- 
rupt both  as  political  philosophy  and 
as  economic  model.  Free  men  do  not 
willingly  choose  slavery  nor  poverty. 

But  in  places  like  Angola,  and  in 
other  places  like  Afghanistan,  Cambo- 
dia, Nicaragua,  and  Mozambique,  the 
dominant  occupation  is  not  drawing- 
room  discussions  of  Edmund  Burke  or 
Karl  Marx.  In  these  countries,  men 
aijd  women  have  taken  to  the  hills  and 
the  jungles  and  the  bush  to  escape 
their  oppressors.  They  have  grasped  at 
any  and  all  sources  of  supply  of  food 
and  medicine,  of  mortars  and  bullets. 
And  in  their  simple  way,  they  are 
bleeding  and  dying  to  achieve  one 
goal:  freedom.  The  essential  fact  of 
their  lives  is  that  nothing  is  more  im- 
portant than  this. 

It  falls  to  us  to  decide  what  we  will 
do  in  the  face  of  this  struggle.  As  free 
men  and  women,  what  does  our  con- 
science dictate?  And  as  citizens  of  the 
one  country  endowed  by  natural 
wealth  and  extraordinary  human  in- 
dustry with  the  leadership  of  the  free 
world,  what  best  serves  our  Nation's 
interests?  Both  considerations  must 
weigh  in  our  answer.  For  a  foreign 
policy  that  ignores  political  reality  is 
doomed  to  fail;  and  a  foreign  policy 
that  eschews  our  values  deserves  to 
fail. 

Some  who  have  participated  in  this 
debate  today  would  have  us  declare 
our  neutrality  in  this  struggle.  This  is 
illustrative  of  another  school  of  for- 
eign-policy thinking.  The  new  isola- 
tionism, it  has  been  called.  Given  time, 
it  could  also  be  called  the  incremental 
surrender  of  our  interests,  our  allies, 
our  security,  and  finally  our  values. 

The  moral  imperative  behind  the 
Reagan  doctrine,  as  applied  in  Angola 
and  elsewhere  in  the  world,  must 
become  a  dominant  feature  in  our  for- 
eign policy,  if  we  are  to  ensure  the 
future  strength  and  success  of  our 
Natk^  and  democracy.  In  this  effort, 
we  need  to  be  able  to  use  all  the  tools 
at  our  disposal— including  those  that 
must  remain  secret  to  succeed.  For  if 
we  do  not  support  freedom  for  others, 
our  own  freedom  will  never  be  secure. 


Mr.  Chairman,  I  urge  that  the  Ham- 
ilton language  be  stricken  from  the 
bill. 

Mr.  HAMILTON.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
California  [Mr.  Mineta]. 

Mr.  MINETA.  Mr.  Chairman,  I  rise 
today  in  opposition  to  the  amendment 
which  seeks  to  eliminate  the  provision 
included  in  the  intelligence  authoriza- 
tion bill  prohibiting  covert  military  or 
paramilitary  activities  in  Angola. 

Mr.  Chairman,  I  believe  the  Intelli- 
gence Committee,  by  including  such  a 
prohibition  on  covert  aid,  is  setting  us 
on  a  wise  course.  Failure  to  sustain 
this  prohibition  will  send  a  message  to 
all  of  Africa,  indeed  to  the  entire 
world:  and  that  message  is  that  in  the 
face  of  another  nation's  civil  war,  the 
policy  option  we  choose  is  a  violent 
one.  Africa's  political  climate  is  a  frag- 
ile one,  and  yet,  we  would  adopt  a 
policy  of  armed  intervention  and  esca- 
lation of  superpower  rivalry.  And, 
sadly,  we  would  tell  the  world  that 
when  push  comes  to  shove,  we  would 
ally  ourselves  with  the  apartheid 
regime  of  South  Africa  and  disavow 
our  friends  throughout  the  region. 

Having  served  on  the  Intelligence 
Committee,  I  know  that  the  Intelli- 
gence Committee  has  at  its  disposal 
vast  amounts  of  classified  information. 
They  know  this  is  a  war  we  cannot 
win.  We  cannot  win  it  militarily  and 
we  certainly  cannot  win  it  on  moral 
grounds. 

All  we  could  anticipate  by  such  an 
intrusion  would  be  a  bigger,  more  pro- 
tracted and,  ultimately,  more  destruc- 
tive war.  Are  we  doomed  to  repeat  our 
mistakes  over  and  over  again?  We 
cannot  bring  mayhem  and  disorder 
and  suffering  to  other  nations  and  call 
ourselves  crusaders  for  justice. 

Mr.  Chairman,  this  is  not  a  covert 
activity  anymore.  Our  intention  to 
provide  American  military  aid  is  well 
known  and  the  type  and  the  extent  of 
such  aid  has  been  publicly  announced. 
Continuing  to  call  our  intrusion  in 
Angola  covert  is  just  a  clever  ruse  to 
void  open  and  frank  discussion  of  a 
major  foreign-policy  decision.  If  my 
colleagues  believe  that  we  have  a  place 
in  Angola,  then  let  it  be  demonstrated 
by  public  accord  and  full  congressional 
concurrence.  We  have  so  much  to  lose 
from  a  misguided  policy  in  Africa.  Let 
us,  at  the  very  least,  not  determine 
such  policy  by  cloaking  it  in  secrecy 
and  by  abrogating  Congress'  responsi- 
bility to  participate  in  foreign-policy 
decisions. 

Again,  Mr.  Chairman,  I  urge  a  "no" 
vote  on  the  pending  amendment. 

Mr.  HAMILTON.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
Massachusetts  [Mr.  Studds]. 

Mr.  STUDDS.  Mr.  Chairman,  I  rise 
in  opposition  to  the  amendment.  The 
legislation  brought  to  the  House  floor 
today  provides  simply  that  United 
States  policy  toward  Angola  should  be 


openly  debated  by  Congress,  just  as  it 
is  openly  discussed  in  other  venues  by 
the  President  and  his  chief  advisers. 

This  debate  is  not  about  the  right  of 
the  President  to  authorize  covert  oper- 
ations; U.S.  aid  to  UNTTA  is  not  a 
secret. 

This  debate  is  not  a  referendum  on 
the  Marxist  government  of  Angola,  for 
Angola's  Government  is  no  threat  to 
us  or  to  its  neighbors,  and  we  have  cor- 
dial relations  with  Marxist  govern- 
ments throughout  the  world. 

What  this  debate  is  about — or  should 
be  about— is  whether  our  current 
policy  toward  Angola  serves  the  best 
interests  of  the  United  States.  And  in 
discussing  that  issue,  it  is  important  to 
rem^ntoer  that  the  self-described  best 
and  brightest  in  our  Government  have 
never  understood  Angola  very  well. 
Seventeen  years  ago,  Henry  Kissin- 
ger's National  Security  Council  ques- 
tioned "the  depth  and  permanency  of 
black  resolve"  and  "ruled  out  a  black 
victory  at  any  stage"  in  Angola's  battle 
against  Portuguese  colonial  rule. 
Having  failed  to  predict  the  Angolan 
revolution,  our  Goverrunent  has  re- 
fused, as  well,  to  admit  it  ever  hap- 
pened. South  Africa  and  the  United 
States  are  the  only  countries  that 
have  not  acknowledged  the  legitimacy 
of  the  government  in  Luanda.  < 

The  Angolan  people  have  survived 
an  era  of  brutal  colonial  rule;  they 
have  been  fighting  a  war  of  one  form 
or  another  for  25  years;  they  are 
among  the  poorest  and  least  healthy 
people  in  the  world;  and  the  price  of 
oil,  their  only  major  export,  has  col- 
lapsed. 

Angola's  Government  is  Marxist,  but 
it  seeks  close  economic  and  diplomatic 
ties  with  the  West.  Its  rival,  UNITA,  is 
a  legitimate  political  force,  with  its 
own  ethnic  base,  but  without  a  genu- 
ine claim  on  the  moral  or  material 
support  of  the  United  States. 

During  the  past  decade,  the  Soviet 
Union  and  the  Goverrunent  of  South 
Africa  have  both  intervened  in  Angola, 
seeking  to  fill  the  vacuum  left  by  Por- 
tugal as  an  imperial  power. 

The  question  before  Congress  today 
is  whether  the  United  States,  too. 
should  play  the  role  of  an  imperial 
power,  or  whether  our  interests  could 
better  be  served  through  a  more  imag- 
inative, more  creative,  and  more  con- 
ciliatory role. 

Last  year.  Secretary  of  State  Geprge 
Shultz  warned  that  United  States  aid 
to  the  rebels  in  Angola  would  lead 
only  to  a  military  stalemate  at  a 
higher  lever  of  violence,  and  that  such 
a  stalemate  would  serve  the  interests 
of  Moscow.  Business  Week  magazine 
recently  said  in  an  editorial  that  "aid 
to  Savimbi  will  be  interpreted  by  most 
of  black  Africa  as  a  hostile  act.  To 
squander  U.S.  influence  in  this  way 
will  benefit  neither  America  nor  black 
Africa  in  the  turbulent  times  ahead." 
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Many  informed  people  in  the 
Reagan  administration  do  not  support 
aid  to  UNITA;  those  who  do  justify 
that  aid  in  the  name  of  freedom.  But 
the  fact  is  that  UNITA 's  very  survival 
has  been  guaranteed  for  most  of  the 
past  decade  by  South  Africa,  free- 
dom's greatest  foe. 

Supporters  of  aid  to  UNITA  ignore 
military  reality,  history,  economics, 
politics,  and  diplomacy  in  their  self-de- 
feating obsession  to  react  to  the 
Cuban  presence  in  Angola.  Prom  the 
perspective  of  black  Africa,  the  addi- 
tional violence  brought  about  by 
United  States  intervention  is  unwel- 
come, the  rhetoric  of  freedom  in  sup- 
port of  South  Africa's  ally  is  hollow, 
and  the  obsession  with  Cuba  virtually 
beside  the  point. 

American  prestige,  resources,  anger, 
idealism,  and  diplomacy  ought  not  to 
be  committed  to  perpetuating  and  ex- 
tending South  African  military  and 
political  influence.  But  that  is  precise- 
ly what  aid  to  UNITA  is  doing;  and 
that  is  why  this  policy  is  so  brutal,  so 
misguided,  and  so  wrong. 

We  cannot  protect  American  inter- 
ests in  Africa  if  we  have  no  credibility, 
but  credibility  will  come  only  when  we 
are  visibly,  consistently  and  seriously 
committed  to  ending  apartheid,  elimi- 
nating the  last  vestiges  of  colonial 
rule,  promoting  stable  and  peaceful 
borders  throughout  the  continent, 
lending  support  to  economic  develop- 
ment, and  demonstrating  both  by  deed 
and  word  the  advantage  of  civil  free- 
doms and  democratic  rule.  If  we  were 
to  pursue  such  a  policy,  we  would  need 
not  worry  about  the  Cubans,  or  about 
the  expansion  of  Soviet  influence,  or 
about  the  ideological  peculiarities  of 
those  governing  Angola.  Because  in 
helping  to  achieve  the  legitimate  ob- 
jectives of  the  people  of  Africa,  we  will 
have  guaranteed  the  protection  of 
America's  true  interests  as  well. 

I  urge  my  colleagues  to  reject  the 
extremist  policy  that  has  involved  our 
country  this*  year  in  yet  another  war 
in  which  we  cannot  with  honor  partici- 
pate and  which  we  cannot  win.  Let  us 
reject  alliance  with  South  Africa,  and 
join  instead  with  the  African  majority 
in  seeking  a  peaceful  and  comprehen- 
sive settlement  of  issues  that  have  for 
years  divided  that  continent  and  ren- 
dered both  human  freedom  and  eco- 
nomic development  a  remote  dream. 

Mr.  STUMP.  Mr.  Chairman,  I  yield  4 
minutes  to  the  distinguished  chairman 
of  the  Poreign  Affairs  Committee,  the 
gentleman  from  Plorida  [Mr.  Fascell]. 

Mr.  PASCELL.  Mr.  Chairman,  I  rise 
in  support  of  the  amendment  which  is 
my  amendment  as  well  as  the  amend- 
ment of  the  gentleman  from  Arizona 
and  my  colleague,  the  gentleman  from 
Florida.  Pirst  I  would  like  to  examine 
for  I  minute  the  question  of  South 
Africa. 

Anyone  who  thinks  that  there  is 
some  confusion  about  where  we  stand 


toward  South  Africa  should  take  an- 
other look.  We  have  passed  two  sanc- 
tion bills  on  South  Africa,  overwhelm- 
ingly. We  are  doing  our  best  to  give 
our  allies  a  message  concerning  our 
policy.  What  is  the  policy?  The  policy 
is  a  consistent  one  that  the  United 
States  has  had  since  World  War  II.  It 
is  not  attributable  to  this  President  or 
any  single  President  or  some  political 
party  or  whether  you  are  liberal  or 
conservative. 

What  we  have  supported  has  been 
the  independence  of  sovereign  coun- 
tries with  the  right  of  self-determina- 
tion with  majority  rule.  That  is  the 
policy  that  we  support  in  South 
Africa. 

To  suggest  that  we  support  apart- 
heid because  we  are  in  the  process  of 
supporting  another  group  in  another 
country  that  also  seeks  independence, 
freedom  and  sovereignty  and  the  right 
to  be  free  of  Communist  domination, 
is  not  good  logic. 

n  1500 

It  is  also  unfair  to  use  guilt  by  asso- 
ciation. Others  have  used  guilt  by  as- 
sociation for  different  reasons.  Are  we 
going  to  be  guilty  of  the  same  thing?  I 
hope  not. 

To  get  back  to  our  policy,  our  policy 
has  been  consistent.  We  have  some- 
times angered  our  friends,  worried 
them,  aggravated  them.  Why?  Because 
the  United  States  insisted  that  we 
would  not  continue  to  forever  support 
colonial  policies  in  Africa.  We  support- 
ed independence,  sovereignty,  and  the 
right  of  freedom  and  the  democratic 
process.  And  do  you  know  what?  We 
can  take  some  credit  for  the  success  of 
that  policy  in  Africa.  Some  of  the  dis- 
putes that  are  going  on  today— unfor- 
tunately some  of  them  militarily— in- 
volve the  right  to  become  sovereign 
and  independent  with  majority  rule  of 
the  people.  We  have  strongly  support- 
ed that,  and  that  policy  still  continues. 
Therefore,  we  must  not  back  away  be- 
cause of  allegations  of  guilt  by  associa- 
tion. 

When  they  had  more  parties  in 
Angola,  the  Congress  pulled  the  plug 
on  assistance  to  Angola  hoping  they 
would  solve  their  problem.  Now  you 
have  two  major  disputants.  It  is  clear 
where  both  stand. 

This  debate  today  is  about  stopping 
aid,  because  this  is  the  end  of  this 
year.  We  will  not  get  another  shot  at 
it.  The  conmiittee  proposal  seeks  to 
stop  aid  until  next  year.  So  what  it  is 
doing  is  stopping  aid  now.  That  is 
what  this  vote  is  about.  And  I  say 
what  we  must  do  here  is  not  take  that 
opportunity  away  from  the  United 
States.  Let  it  flow.  Give  us  the  veil,  if 
you  will,  a  thin  veil,  but  at  least  let  it 
work  for  our  benefit  to  carry  out  a 
very  consistent  policy  to  give  the 
people  of  Angola  an  opportunity  to  be 
free  and  independent  of  the  Conmiu- 
nist  yoke. 


Mr.  SHUMWAY.  Mr.  Chairman,  I  rise  in  sup- 
port of  the  amendment  offered  by  Mr.  Stump 
to  delete  the  prohibition  on  the  President's 
ability  to  provide  effective  aid  to  the  UNITA  re- 
sistance forces  in  Angola. 

UNITA's  claim  to  a  role  in  the  future  of 
Angola  dates  back  to  the  days  of  Portuguese 
colonialism  which  ended  shortly  after  the  suc- 
cessful coup  in  Lisbon  in  1975.  Having  an- 
nounced that  It  would  grant  independence  to 
Angola,  Portugal  then  reached  an  agreement, 
known  as  the  Alvor  agreement,  with  the  three 
groups  which  had  been  fighting  for  Angolan 
independence:  The  Marxist  Popular  Movement 
for  the  Liberation  of  Angola  [MPLA],  the  Na- 
tional Front  for  the  Liberation  of  Angola 
[FNLA],  and  the  Union  for  the  Total  Independ- 
ence of  Angola  [UNITA]. 

This  agreement  provided  for  an  interim  gov- 
ernment in  which  all  three  groups  would  par- 
ticipate, the  drafting  of  a  new  constitution  and 
free  elections  to  determine  the  new  Govern- 
ment of  Angola.  The  Marxist  MPLA  with 
Soviet  and  Cuban  assistance  gained  control 
of  the  Angolan  capital  of  Luanda  and  pro- 
claimed itself  the  government  of  a  new  Peo- 
ple's Republic  of  Angola.  The  MPLA  clearly 
violated  the  Alvor  agreement  by  denying  par- 
ticipation to  the  two  other  groups  and  by  de- 
nying the  Angolan  people  the  right  to  elect 
their  new  government. 

In  the  struggle  for  a  free  and  independent 
Angola,  Portuguese  colonialism  was  simply  re- 
placed with  Soviet-backed  communism.  Today 
UNITA  continues  this  struggle  against  35,000 
Cuban  troops,  10,000  Soviet  and  East 
German  advisers  and  $2  billion  in  Soviet  mili- 
tary equipment,  Including  the  helicopter  gun- 
ships  which  have  proved  to  be  so  effective  in 
Afghanistan  and  Nicaragua. 

For  over  a  decade  UNITA  has  remained  an 
effective  resistance  force.  With  40,000  free- 
dom fighters,  UNITA  claims  the  support  of  the 
majority  of  Angola's  ethnic  groups  and  con- 
trols one-third  of  the  country,  while  conducting 
operations  throughout. 

As  the  leader  of  the  free  world,  we  must  not 
turn  our  backs  on  those  who  struggle  for  free- 
dom against  Communist  oppression. 

We  must  not  Ignore  Soviet  expansion  in 
southern  Africa  with  its  strategic  iriiportance  in 
mineral  resources  and  vital  sealanes. 

We  must  not  limit  the  President's  ability  to 
effectively  meet  the  challenge  of  Angola. 

Mr.  EDWARDS  of  California.  Mr.  Chairman, 
I  rise  in  strong  support  of  section  107  of  the 
Intelligence  Authorization  Act,  which  would  re- 
quire the  President  to  submit  to  Congress  a 
request  for  funds  for  UNITA. 

Whether  or  not  assistance  to  the  UNITA 
forces  in  Angola  is  appropriate— and,  I  believe 
it  is  not  appropriate— the  administration's 
policy  in  this  case  sets  a  very  dangerous 
precedent. 

By  publicly  acknowledging  U.S.  assistance 
to  UNITA,  the  administration  is  seeking  to 
take  credit  for  providing  the  aid.  More  impor- 
tantly, however,  by  labeling  the  action 
"covert, "  the  administration  is  seeking  to  side- 
step congressional  debate  on  a  very  signifi- 
cant foreign  policy  issue. 

Clearly,  the  administration  has  opened 
public  debate  over  aid  to  UNITA.  Now  that 
U.S.  support  of  UNITA  is  no  secret,  the  Presi- 
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dent  should  publicly  request  the  assistance, 
and  allow  Congress  to  debate  the  issue. 

I  believe  the  requirement  set  forth  in  section 
107  is  prudent,  and  I  believe  it  is  fair.  I  com- 
mend Mr.  Hamilton's  work  with  this  very  im- 
portant piece  of  legislation. 

Mr.  TOWNS.  Mr.  Chairman,  today  as  we 
consider  the  Intelligence  Authorization  Act  for 
fiscal  year  1 987,  we  must  make  a  very  impor- 
tant decision  regarding  our  Nation's  involve- 
ment in  Angola's  civil  war. 

As  we  make  this  crucial  decision,  we  must 
consider  the  long  term  ...  the  far-reaching 
effects.  What  will  our  approval  of  covert  aid  to 
the  UNITA  forces  fighting  in  Angola  say  to  the 
world? 

In  my  opinion,  such  support  will  signal  our 
willingness,  not  only  to  become  involved  in  a 
war  where  our  assistance  will  have  little  or  no 
effect  on  the  outcome,  but  also  to  engage  in 
an  unholy  alliance  with  the  Government  of 
South  Africa,  which  has  been  supporting  the 
Angola  UNITA  forces  for  over  10  years. 

Through  our  overwhelming  approval  of 
sweeping  economic  sanctions  against  South 
Africa,  we  have  openly  admitted  our  rejection 
of  that  country's  government  and  its  racist 
policies  of  apartheid.  How,  then,  can  we  now, 
knowingly,  become  partners  with  this  same 
Government  of  South  Africa,  in  their  obvious 
intent  to  continue  military  attacks  and  eco- 
nomic sabotage  against  Angola. 

Mr.  Chairman,  quite  simply,  we  must  deter- 
mine whether  we  will  become  materially  in- 
volved in  the  civil  war  being  waged  in  Angola, 
or  whether  we  will  continue  the  course  we 
have  already  embarked  upon,  respect  our  own 
decision  regarding  South  Africa  and  its  poli- 
cies, and  take  a  real  step  toward  supporting 
freedom  and  democracy  in  southern  Africa. 

I  want  to  urge  my  colleagues,  then,  to  join 
me  in  supporting  the  recommendation  of  the 
Intelligence  Committee. 

Let's  make  our  position  in  southern  Africa, 
abundantly  clear.  Let  there  be  no  confusion. 

Let's  support  the  Hamilton  provision  in  the 
intelligence  bill,  which  will  prohibit  covert  aid 
to  UNITA,  unless  it  is  specifically  approved  by 
Congress.  And  let's  oppose  any  amendments 
which  will  strike  this  provision. 

Let's  respect  our  own  decision  and  uphold 
our  own  judgment,  by  voting  "no"  to  covert 
aid  to  Angola. 

Mr.  GREEN.  Mr.  Chairman,  I  find  myself  in 
the  awkward  position  of  being  opposed  to  aid 
to  UNITA  but  also  opposed  to  the  Hamilton 
language  in  section  107  of  the  intelligence  au- 
thorization. 

What  section  107  does,  essentially,  is  blow 
the  cover  off  a  covert  aid  program.  It  does  not 
ban  aid  to  UNITA,  which  the  Intelligence  Com- 
mittee could  have  done  quite  effectively  in  the 
classified  report  that  accompanies  this  author- 
ization bill.  It  does  establish  a  precedent  that 
controversial  covert  initiatives  cannot  be 
covert.  That  is  wrong. 

If  we  need  a  stronger  method  to  review 
covert  operations,  then  that  is  what  we  should 
provide.  But  to  say  that  anytime  there  is  dis- 
agreement within  the  Intelligence  Committee, 
there  shall  cease  to  be  the  possibility  of  a 
covert  operation,  seems  to  me  to  be  a  very 
dangerous  proposition. 

If  it  was  the  intent  of  the  Intelligence  Com- 
mittee to  cutoff  aid  to  UNITA,  it  should  have 


done  that  head  on.  I  should  have  supported 
that.  But  I  do  not  believe  it  is  the  function  of 
the  Intelligence  Committee  to  eradicate  a 
covert  aid  program  by  blowing  its  cover. 

Mr.  OWENS.  Mr.  Chairman,  I  rise  in  support 
of  section  1 07  of  the  intelligence  authorization 
bill  which  would  require  the  Presklent  to  publi- 
cally  request  assistance  for  theJJNITA  forces 
in  Angola  and  that  the  Congress  approve 
such  assistance  specifically. 

Angola  is,  unfortunately,  experiencing  a 
state  of  civil  war  in  some  sections  of  the 
country.  The  UNITA  forces  led  by  Joseph  Sa- 
vimbi  oppose  the  Angolan  Government. 
UNITA  has  the  overt  support  of  the  South  Af- 
rican apartheid  regime  as  well  as  the  support 
of  the  administration.  Although  this  support  is 
labeled  as  "covert,"  tfie  reality  laythat  the  sup- 
port Is  well  known,  open  and  pubUQ^IIy  ac- 
knowledged by  the  administration. 

There  are  a  very  limited  number  of  situa- 
tions in  which  the  United  States  should  be  in- 
volved in  covert  activity.  As  a  democracy,  we 
pride  ourselves  on  our  open  society  and  we 
tend  to  criticize  totalitarian  regimes  which  ha- 
bitually operate  in  a  covert  manner  which  ex- 
cludes citizens  from  the  decisionmaking  proc- 
ess as  well  as  excluding  them  from  the  inner 
circles  of  those  who  know  just  what  it  is  that 
their  government  Is  doing.  In  the  case  of 
UNITA,  support  for  so-called  covert  activities 
merely  seeks  to  remove  the  question  of  sup- 
port from  congressional  consideration.  In 
short,  the  administration  seeks  to  exclude  the 
people  of  the  United  States  from  participation 
in  this  decision  through  their  elected  repre- 
sentatives. 

Why,  one  might  ask,  would  the  administra- 
tion seek  to  keep  aid  to  UNITA  behind  the 
closed  doors  of  the  covert  action  closet?  The 
answer  is  clear.  The  administration  knows  full 
well  that  the  people  of  the  United  States  do 
not  support  the  South  African  apartheid 
regime  and  they  would  want  no  part  in  sup- 
porting the  harassment  of  the  countnes  in  the 
southern  part  of  Africa  by  the  South  African 
Government  when  they  understand  that  these 
activities  are  directed  toward  the  shoring  up  of 
the  apartheid  regime.  In  short,  the  aid  to 
UNITA  Is  basically  an  alliance  with  South 
Africa  to  harass  one  of  the  independent  ma- 
jority ruled  countries  in  the  southern  part  of 
Africa.  To  put  an  alliance  with  Souih  Africa's 
minority  government  int6  the  covert  category 
is  an  affront  to  the  basic  decency  of  the 
American  pieople  whiph  abhor  the  apartheid 
policy  of  South  Africa's  minority  government. 
Americans  do  not  support  alliances  with  apart- 
heid and  it  is  about  time  that  this  issue  t>e 
clearly  stated  so  that  the  people,  through  their 
representatives,  can  express  their  commit- 
ment to  majority  democratic  rule  in  Africa. 

Section  108  of  the  intelligence  authorization 
bill  does  not  make  any  ultimate  decisions  on 
aid  to  UNITA.  It  merely  requires  that  the  ad- 
ministration state  its  policies  and  aims  clearty 
and  make  an  ofjSn  and  honest  request  for 
funding.  I  urge  my  colleagues  to  support  open 
and  free  consideration  of  this  issue.  I  urge  my 
colleagues  to  keep  the  door  open  so  tliat  the 
American  people  can  be  fully  aware  of  just 
what  their  Government  is  doing.  I  urge  my  col- 
leagues to  support  the  democratic  process 
here  as  well  as  in  Africa. 


Mrs.  LLOYD.  Mr.  Chairman,  I  rise  In  support 
of  the  Stump  amendment  to  H.R.  4759,  the  in- 
telligence authorization  \M\. 

I  do  so  t>ecause  of  my  strong  belief  that 
people  should  be  able  to  determir>e  tlie  nature 
of  their  own  government.  It  is  for  democratic 
reasons  only  that  I  cast  a  vote  for  this  amend- 
ment. 

I  am  deeply  corwemed  about  tt>e  argument 
that  a  vote  for  this  amendment  says  that  tf>e 
United  States  supports  the  apartheid  Goverrv 
ment  of  South  Africa.  I  have  long  been  .an  op- 
ponent of  apartheid  in  South  Africa.  I  cospoo- 
sored  sanctions  last  year  aruj  wtrale-heartedly 
supported  them  this  year.  On  every  occasion  I 
have  voted  to  express  the  United  States'  utter 
outrage  with  racist  policies  of  South  Africa. 

If  I  felt  that  tfte  Stump  amendment  some- 
how says  we  support  apartheid,  says  we  sup- 
port the  atrocities  that  are  taking  place  in 
South  Afnca,  says  the  United  States  supports 
oppression,  then  I  would  avidly  oppose  it. 

But  simply  because  we  vote  to  give  the 
President  flexibility  in  conducting  foreign  policy 
in  Angola  does  not  mean  that  the  United 
States  is  at  all  addressing  the  issue  of  apart- 
heid in  South  Africa,  two  countries  away. 

However  one  feels  about  aid  to  UNITA,  one 
only  muddles  the  issue  by  connecting  such 
aid  to  apartheid.  The  UNITA  forces  are  in  a 
desperate  position;  they  are  not  able  to  turn 
down  much  needed  aid,  from  wherever  it  may 
come.  Should  we  condemn  our  forefathers 
who  were  fighting  for  the  cause  of  "democra- 
cy" for  accepting  aid  from  a  monarchy? 
Should  we  condemn  our  own  country  for  fight- 
ing shoulder  to  shoulder  with  Stalinist  Russia 
against  facism?  I  encourage  my  colleagues  on 
both  sides  of  the  issue  to  debate  the  question 
of  covert  aid  outside  of  the  question  of  apart- 
heid. 

I  support  this  amendment  to  the  intelligence 
authonzation  bill  because  section  107  of  the 
bill  would  significantly  reduce  the  possibility  of 
ending  the  conflict  through  a  negotiated  set- 
tlement. It  was  only  last  year  that  this  Con- 
gress passed  the  Clark  amendment,  opening 
up  the  possibility  of  aid  to  UNITA  as  a  tool  for 
negotiations.  We  cannot  now  turn  around  and 
say  that  covert  aid  is  not  a  possibility.  This 
flies  in  the  face  of  the  message  we  were 
trying  to  send  to  the  repressive  Government 
of  Angola.  When  there  are  30,000  Cuban 
troops  propping  up  the  Government  of 
Angola,  the  United  States  needs  the  possibili- 
ty of  a  flexible  response. 

I  urge  my  colleagues  to  vote  for  the  Stump- 
Pepper  amendment  and  leave  the  hands  of 
our  negotiators  untied. 

Mr.  FRENZEL  Mr.  Chairman,  I  support  the 
Pepper-Stump  amendment  to  delete  section 
1 07  of  the  intelligence  authonzations. 

As  written,  this  bill  requires  that  any  aid  to 
Jonas  Savimbi's  UNITA  forces  in  Angola  must 
be  overt.  I  believe  that  provision  unnecessarily 
and  unwisely  ties  the  hands  of  the  President. 

Congress  can  review  and  support  or  prohibit 
any  aid,  whether  overt  or  covert.  Until  recently 
we  banned  any  form  of  akJ  to  UNITA.  Recent- 
ly that  ban  was  lifted.  Now,  it  seems  to  me, 
opponents  of  akJ  have  simply  shifted  the 
focus  of  their  argument  to  tfte  covert  aid 
issues  in  hopes  of  gaining  some  political  ad- 
vantage. 
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Today  aid  to  UNITA  is  not  the  real  issue. 
The  issue  is  wtiether  the  Congress  will  vote  to 
deny  the  President  the  kind  of  flexibility  that 
he  needs  in  the  conduct  of  foreign  policy. 

Our  efforts  will  be  feeble  in  effect  if  we  tell 
our  opponents  what  we  will  or  will  not  do. 
Without  the  Stump  amendment  we  will  be  tell- 
ing wtuit  we  will  not  do. 

Covert  aid  is  necessary  in  instances  when 
we  need  to  support  a  government  or  resist- 
ance group,  abne  or  in  conjunction  with  other 
nations,  but  cannot  afford  to  make  public  our 
involvement,  or  the  involvement  of  other  co- 
operating nations.  It  Is  something  with  which  I, 
and  many  Americans,  are  urKomfortable  I 
prefer  open  policymaking.  However,  in  some 
cases  we  have  vital  interests  to  advance,  and 
need  the  cloak  of  secrecy.  The  only  way  we 
can  successfully  continue  that  practice  Is  to 
allow  tfie  President  considerable  discretion. 

Because  I  believe  congressional  prohibi- 
tions like  that  proposed  in  section  107  must 
be  justified  by  extreme  and  unusual  events,  I 
supjiort  the  anDerKJment  to  delete  that  provi- 
sion. 

Ms.  MIKULSKI.  Mr.  Chairman,  the  United 
States  sfrauld  not  be  sendir>g  covert  aid  to 
UNITA  for  two  basic  reasons. 

First,  the  administration  openly  acknowl- 
edges its  support  for  UNITA,  but  sends  covert 
aid  to  avoid  congressional  and  public  detiate. 
United  States  policy  toward  Angola  and 
UNITA  is  a  nr>ajor  foreign  policy  issue  that 
should  be  open  to  cor>gressional  authorization 
and  appropriations  review. 

The  second  and  perhaps  most  important 
reason  involves  the  South  African  Govern- 
ment's support  of  UNITA.  By  aiding  Jonas  Sa- 
vimbi,  Pretoha  seeks  to  destabilize  Angola 
and  protect  its  system  of  apartheid. 

South  Africa's  ongoing  military  and  econom- 
ic campaign  against  all  seven  of  Its  neighbor- 
mq  states  Is  well-documented.  In  order  to  pre- 
serve apartf>eid  and  destabilize  its  majority- 
rule  neighbors,  South  Africa: 

Has  caused  $10  billion  In  economic  damage 
to  its  neighbors. 

Has  repeatedly  initiated  assassination  at- 
tempts against  Southern  African  leaders. 

Aids  rebels  attacking  legitimate  govern- 
ments. 

Has  and  has  launched  military  strikes  on 
capital  cities,  and 

Continues  its  illegal  military  occupation  of 
Namibia. 

Tacit  United  States  support  of  the  South  Af- 
rican Government  and  these  policies  does  not 
serve  United  States  strategic  or  political  inter- 
ests. By  sending  covert  aid  to  UNITA,  the  ad- 
ministration weakens  U.S.  credibility  as  an 
honest  broker  throughout  the  region.  It  also 
pushes  Angola  closer  to  Vne  Cubans  and  Sovi- 
ets as  the  war  escalates. 

Instead,  the  United  States  should  have 
more  honorable  and  realistic  policies  toward 
the  region.  The  United  States  should  seek  an 
end  to  aparthekj  in  South  Africa.  We  should 
also  seek  independence  for  Namibia,  a  reduc- 
tion in  Soviet  and  Cuban  influence  In  the 
region,  arxj  the  evolutkin  of  dertKxratic  Institu- 
tions in  Angola  as  well  as  all  of  southern 
Africa.  Covert  aid  to  UNITA  will  undermine 
these  goals  and  should  be  ended. 

Mr.  LOWRY  of  Washington.  Mr.  Chairman, 
there  are  four  major  reasons  why  we  should 


oppose  the  Stump  amendment  to  the  intelli- 
gence authorization  bill.  This  amendment 
would  delete  the  bill's  prohibition  on  covert  aid 
to  support  military  or  paramilitary  operations  in 
Angola. 

First,  the  United  States  should  not  t)e  coop- 
erating militarily  with  the  racist  Government  of 
South  Africa.  Current  U.S.  policy  places  us 
firmly  in  this  role  as  we  join  South  Africa  in 
sending  weapons  and  other  crucial  military  aid 
to  the  National  Union  for  the  total  independ- 
ence of  Angola  [UNITA],  an  insurgent  group 
that  is  trying  to  overthrow  the  sovereign  Gov- 
ernment of  Angola.  UNITA  receive  over  90 
percent  of  its  funding  from  the  South  African 
Government.  To  aid  UNITA  is  to  aid  South 
Africa. 

Second,  Congress  has  recently  voted  to 
Impose  sanctions  on  South  Africa  because  of 
Its  repugnant  system  of  racial  discrimination 
and  apartheid.  By  providing  aid  to  UNITA,  a 
client  of  the  South  African  Government,  the 
United  States  is  undermining  the  effect  of  any 
sanctions.  Our  message  to  South  Africa  about 
its  policies  should  be  crystal  clear.  United 
States  sanctions  against  South  Africa  should 
not  be  rendered  meaningless  by  a  United 
States  military  alliance  with  the  South  African 
Government. 

Third,  Congress  should  debate  and  vote  on 
whether  or  not  to  aid  UNITA.  Our  current  aid 
to  UNITA,  which  is  estimated  at  t)etween  $15 
to  25  million,  is  not  really  covert  aid.  On  a 
number  of  occasions  the  President  and  mem- 
bers of  his  administration  have  publicly  talked 
about  the  so-called  covert  aid  to  UNITA.  They 
have  even  publicly  discusssed  the  amount 
and  kind  of  aid  being  given  to  UNITA.  Since 
U.S.  aid  to  UNITA  is  not  covert.  Congress  has 
the  right  and  the  obligation  to  question, 
debate,  and  vote  on  such  aid.  A  key  shift  in 
our  policy  in  southern  Africa  deserves  con- 
gressional participation  and  comment.  The  ad- 
ministration's tactic  of  calling  overt  aid 
"covert"  is  merely  a  ploy  to  avoid  congres- 
sional involvement  in  this  important  foreign 
policy  matter. 

Finally,  U.S.  aid  to  UNITA  will  greatly  dimin- 
ish our  ability  to  act  as  a  mediator  in  resolving 
the  problems  that  are  troubling  the  southern 
African  region.  We  cannot  expect  the  Govern- 
ment of  Angola  to  negotiate  with  us  on  the  re- 
moval of  Cuban  troops  from  Angola  if  we  are 
funding  a  group  that  seeks  its  overthrow.  And 
the  issue  of  Namibian  Independence  can  only 
be  harmed  by  aiding  the  UNITA  rebels.  More- 
over, U.S.  aid  to  UNITA  is  strongly  opposed 
by  most  black  Africans  and  others  throughout 
the  worid.  The  Organization  of  African  Unity 
[OAU],  comprised  of  the  heads  of  state  of  Af- 
rican nations,  opposes  this  aid  and  has  urged 
us  to  end  it.  I  urge  my  colleagues  to  vote 
against  the  Stump  amendment  and  for  peace 
in  southern  Africa  and  an  end  to  racism  »nd 
violence. 

Mr.  LEHMAN  of  California.  Mr.  Chairman,  I 
urge  my  colleagues  to  support  the  Intelligence 
Committee's  restriction  on  aid  to  the  Angolan 
ret>els  led  by  Jonas  Savimbi.  I  support  the  in- 
tegrity of  the  committee's  position  and  also 
the  deeper  relevance  to  United  States  foreign 
relations  in  black  South  Africa.  If  we  delete 
the  prohibition  on  aid  to  Angola,  we  weaken 
our  stated  abhorrence  of  apartheid  in  South 
Africa  as  well  as  continue  to  give  the  Presi- 


dent tfie  authority  to  Initiate  and  dictate  for- 
eign policy  without  congressional  oversight. 

After  many  months  of  hard  work,  tfie  House 
and  Senate  completed  work  on  a  sanctions 
bill  against  the  repressive  Government  of 
South  Africa.  I  have  spoken  out  in  favor  of  a 
tough  foreign  policy  against  PreskJent  Botha's 
government  of  South  Africa  and  have  heard 
President  Reagan  tell  the  American  public  that 
he  hopes  apartheid  Is  dismantled.  But,  If  we 
give  support  to  Savimbl's  UNITA  we  might  as 
well  stand  together  with  President  Botha  In 
support  of  Guerrilla  war  In  Angola  and  in  igno- 
rance of  our  stand  on  dismantling  apartheid, 
not  to  mention  ignorance  of  the  Illegal  occu- 
pation by  South  Africa  of  Namibia.  Our  posi- 
tion In  southern  Africa  would  been  seen  as  in- 
consistent and  hypocritical. 

The  President  and  many  of  my  colleagues 
in  the  House  feel  that  aid  to  Jonas  Savimbi 
and  his  rebels  should  continue.  However,  con- 
tinuing a .  program  of  covert  aid  to  Angola 
under  present  circumstances  does  not  give 
the  Congress  the  ability  to  debate  the  issue  in 
an  open  forum.  In  the  past  the  President  and 
his  advisers  have  made  public  announce- 
ments on  the  benefits  of  supporting  Angola  as 
well  as  specific  details  of  the  Covert  Aid  Pro- 
gram. The  President  has  taken  the  meaning  of 
covert  action  authority  to  mean  that  he  can 
promulgate  a  covert  policy  In  Angola,  gain 
support  for  it  with  our  constituents,  and  effec- 
tively deny  the  role  of  Congress  in  debating 
and  devising  popular  foreign  policy. 

I  urge  my  colleagues  to  support  the  commit- 
tee's position  and  bring  the  Issue  of  aiding 
UNITA  out  into  the  open  for  public  discussion 
where  it  belongs. 

Mr.  LELAND.  Mr.  Chairman,  today  we  have 
the  opportunity  to  continue  following  the  cor- 
rect policy  toward  southern  Africa.  I  am  refer- 
ring to  section  107  of  the  Intelligence  Authori- 
zation Act,  which  would  require  congressional 
approval  before  the  United  States  could  pro- 
vide assistance  to  Jonas  Savimbi's  UNITA,  or 
any  other  military  or  paramilitary  forces  In 
Angola.  This  section  is  an  important  followup 
to  the  message  this  body  sent  to  the  Govern- 
ment of  South  Africa  last  week. 

United  States  policy  toward  Angola  Is  par- 
ticularly important  because  of  UNITA's  strong 
ties  to  the  Government  of  South  Africa  aid  to 
UNITA  automatically  thrusts  the  United  States 
into  an  alliance  with  Pretoria.  South  Africa's 
assistance  to  UNITA  secures  its  own  position 
in  the  region,  since  UNITA  forces  help  fight 
SWAPO  in  Namibia.  Aid  to  UNITA  props  up 
apartheid  In  South  Africa;  by  helping  Savimbi's 
forces,  the  United  States  fights  on  the  same 
side  as  the  racist  regime. 

It  is  necessary  for  both  sides  of  this  issue  to 
t>e  openly  debated  before  such  a  significant 
foreign  policy  decision  is  made.  The  President 
himself  has  publicly  discussed  his  support  for 
UNITA,  so  Congress  would  not  be  divulging 
state  secrets  or  threatening  national  security 
te  debating  this  crucial  Issue. 

We  must  continue  to  oppose  apartheid;  we 
must  not  be  tricked  into  supporting  Pretoria's 
friends.  I  urge  my  colleagues  to  support  sec- 
tion 107,  seizing  the  chance  to  again  demon- 
strate our  condemnation  of  apartheid  and  fol- 
lowing the  correct  course  In  southern  Africa 
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Mr.  CLAY.  Mr.  Chairman,  I  stand  with  my 
colleagues  today  to  express  my  total  opposi- 
tion to  any  move  to  delete  section  107  from 
the  Intelligence  Authorization  Act.  To  remove 
this  section,  which  prohibits  covert  assistance 
to  UNITA  forces  in  Angola  without  congres- 
sional approval,  would  clearly  show  the  United 
States  to  be  in  complete  support  of  the  Gov- 
ernment of  South  Africa. 

Providing  aid  to  the  UNITA  forces,  enabling 
them  to  continue  to  wage  war  upon  Angola, 
would  reduce  the  administration's  speeches 
which  proclaim  the  repugnancy  of  South  Afri- 
ca's system  of  apartheid  to  simple  rhetoric. 
The  United  States'  real  stand  on  apartheid  will 
be  shown  by  where  our  dollars  are  being  sent. 
Furthermore,  aid  to  UNITA  will  constantly  be 
matched  by  an  influx  of  more  aid  to  the  Ang<^ 
Ian  Government  by  supporters  such  as 
Soviet  Union  and  Cuba.  At  what  point  d6  we 
stop? 

Since  the  early  1970's,  when  Angola  began 
her  struggle  for  independence,  there  has  been 
a  constant  and  overt  mission  by  neighboring 
South  Africans  to  undermine  this  country  and 
keep  her  people  economically  dependent  on 
others. 

Mr.  Chairman,  undermine  is  a  rather  light 
word  to  describe  the  economic  sabotage  and 
severe  military  attacks  by  UNITA  and  South 
African  forces  of  which  Angola  has  been  sub- 
jected to  for  the  last  decade.  There  have 
been  full  scale  invasions,  raids  on  refugee 
camps  that  were  thought  to  be  SWAPO 
bases,  and  an  occupation  of  southern  Angola 
since  1975. 

The  South  African  Government  has  given 
UNITA  aid  to  the  tune  of  $1  billion  over  the 
past  5  years.  This  has  enabled  the  two  forces 
to  attack  not  only  Angola  but  neighboring 
countries  as  well  with  increasing  regularity. 

In  addition,  the  South  African  Government 
hopes  to  keep  apartheid  alive  and  well  by  in- 
stilling fear  in  its  neighbors  through  means  of 
economic  and  military  attacks.  They  can 
achieve  their  means  only  if  the  United  States 
subscribes  to  their  type  of  ideology  and  ap- 
proves aid  to  UNITA. 

Mr.  DIXON.  Mr.  Chairman,  I  rise  in  opposi- 
tion to  Mr.  Stump's  amendment  and  urge  my 
colleagues  to  vote  against  the  Stump  amend- 
ment and  retain  section  1 07  of  the  intelligence 
authorization  bill  (H.R.  4759),  which  would 
prohibit  covert  assistance  to  Savimbi's  UNITA 
forces  in  Angola  unless  it  is  approved  by  the 
Congress. 

Today,  we  are  voting  on  the  future  of  United 
States  involvement  in  Angola's  civil  war  and 
our  relationship  with  50  African  countries  for 
years  to  come.  The  administration's  policy  of 
providing  covert  aid  to  UNITA  places  our 
Nation  in  an  unholy  alliance  with  South  Afri- 
ca's minority  Government,  thereby  damaging 
our  interests  throughout  Africa.  That  is  pre- 
cisely the  wrong  message  to  be  sending  at  a 
time  when  Congress  has  given  final  approval 
to  legislation  imposing  economic  sanctions  on 
South  Africa. 

The  administration  has  failed  to  develop  at 
a  consistent,  concrete  policy  in  southern 
Africa.  While  urging  the  frontline  states  in 
souttiem  Africa  to  be  patience,  the  administra- 
tion continues  to  push  toward  a  military  solu- 
tion to  the  conflict  in  Luanda. 


We  cannot  continue  to  play  a  type  of  rou- 
lette with  our  foreign  policy  in  southern  Africa. 
South  Africa  is  the  principal  backer  of  UNITA 
and  has  t>een  for  more  than  a  decade,  supply- 
ing occasional  ground  and  air  attacks,  trans- 
portation, and  other  equipment.  It  is  clear  that 
the  administration's  policy  of  covert  aid  to 
UNITA  has  tacitly  placed  us  in  an  alliance  with 
the  Government  cf  South  Africa.  While  the 
Inited  States,  which  for  years  has  sought  to 
ict  as  an  honest  broker  between  Angola  and 
iouth  Africa  to  secure  the  independence  of 
libia,  seems  to  have  squarely  come  over 
to/<he  side  of  South  Africa. 

It  is  time  to  move  toward  a  consistent,  cor- 
5Ct,  and  workable  policy  in  southern  Africa, 
"he  United  States  has  an  interest  in  promot- 
ing peace  and  reconciliation  in  Angola,  as  it 
does  throughout  southern  Africa  in  general. 
Yet  how  can  we  continue  to  do  so  when  we 
militarily  support  one  side  in  the  conflict? 

This  is  an  important  issue  that  will  have  far- 
reaching  effects  on  our  relations  with  African 
nations.  I  urge  you  to  vote  against  the  Stump 
amendment,  and  support  the  Hamilton  provi- 
sion in  the  intelligence  bill  prohibiting  covert 
U.S.  aid  to  UNITA. 

I  urge  you  to  vote  to  restore  honesty  and 
respect  for  human  dignity  to  United  States  for- 
eign policy  in  South  Africa.  Vote  "no"  on 
covert  aid  to  Angola — vote  no  on  the  amend- 
ment to  strike  section  107  of  the  intelligence 
authorization  bill. 

Mr.  IRELAND.  Mr.  Chairman,  I 
make  the  point  of  order  that  a  quorum 
is  not  present. 

The  CHAIRMAN.  Evidently  a 
quorum  is  not  present. 

Members  will  record  their  presence 
by  electronic  device. 

The  call  was  taken  by  electronic 
device. 

The  following  Members  responded 
to  their  names: 

[Roll  No.  386] 
ANSWERED  "PRESENT  " 


Ackerman 

Akaka 

Alexander 

Andrews 

Annunzio 

Anthony 

Applegate 

Armey 

Atkins 

AuCoin 

Badham 

Barnard 

Bartlett 

Barton 

Bateman 

Bates 

Bedell 
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Bennett 

Bentley 
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Berman 

Bevill 
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Bilirakis 

Bliley 

Boehlert 

Boner  (TN) 

Bonior  (MI) 

Borski 

Bosco 

Boucher 

Boulter 

Boxer 

Brooks 

Broomfield 


Brown  (CA) 
Brown  (CO) 
Bruce 
Bryant 
Burton  (IN) 
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Byron 
Callahan 
Carney 
Carper 
Can- 
Chandler 
Chapman 
Chappell 
Chappie 
Cheney 
Clay 
dinger 
Coats 
Cobey 
Coble 
Coelho 

Coleman  (MO) 
Coleman  (TX) 
Collins 
Combest 
Conte 
Cooper 
Ccughlin 
Courier 
Coyne 
Craig 
Crane 
Crockett 
Daniel 
Dannemeyer 
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Darden 

Daschle 

Daub 

Davis 

de  la  Garza 

DeLay 

Dellums 

Derrick 

DeWine 

Dickinson 

Dicks 

DioGuardi 

Dixon 

Donnelly 

Dorgan  (ND) 

Doman  (CA) 

Dowdy 

Downey 

Dreier 

Duncan 

Durbin 

Dwyer 

Dymally 

Dyson 

E^arly 

Eckart(OH) 

Eckert(NY) 

Edgar 

Edwards  (CA) 

Edwards  (OK) 

Emerson 

English 

Erdreich 

Evans (lA) 

Evans  (ID 

Fascell 


Pawell 

Fazio 

Feighan 

Fiedler 

Fields 

Pish 

Florio 

Foglietta 

Foley 

Ford  (MI) 

Franklin 

Frenzel 

Fuqua 

Gallo 

Garcia 

Gaydos 

Gejdenson 

Gekas 

Gibbons 

Oilman  , 

Gingrich 

Glickman 

Gonzalez 

Goodling 

Gordon 

Gradison 

Gray  (ID 

Gray  (PA) 

Green 

Gregg 

Cuarini 

Gunderson 

Hall  (OH) 

Hall.  Ralph 

Hamilton 

Hammerschmidt 

Hansen 

Hatcher 

Hawkins 

Hayes 

Hefner 

Hendon 

Henry 

Hertel 

Hiler 

Hillis 

Holt 

Hopkins 

Horton 

Howard 

Hoyer 

Hubbard 

Huckaby 

Hughes 

Hunter 

Hutlo 

Hyde 

Ireland 

Jacobs 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 

Jones  (OK) 

Jones  (TN) 

Kanjorski 

Kaptur 

Kasich 

Kemp 

Kennelly 

Kildee 

Kleczka 

Kolbe 

Kolter 

Kostmayer 

Kramer 

LaPalce 

Lagomarsino 

Lantos 

Latta 

Leach  (lA) 

Leath  (TX) 

Lehman  (CA) 

Lehman  (PL) 

Leland 

Levin  (MI) 

Levine  (CA) 

Lewis  (PL) 

Lightfoot 

Lipinski 

Livingston 

Loeffler 

Long 

Lott 

Lowery  (CA) 


Lowry  (WA) 

Luken 

Lundlne 

Lungren 

Mack 

MacKay 

Markey 

Marlenee 

Martin  (ID 

Martin  (NY) 

Martinez 

Matsui 

MavToules 

Mazzoli 

McCain 

McCandless 

McCloskey- 

McCoUum 

McCurdy 

McDade 

McEwen 

McGrath 

McHugh 

McKeman 

McKinney 

McMillan 

Meyers 

Mica 

Michel 

Mikulski 

Miller  (OH) 

Miller  (WA) 

Mineta 

Mitctiell 

Moakley 

Molinari 

Mollohan 

Monson 

Montgomery 

Moody 

Moorhead 

Morrison  ICT) 

Morrison  (WA) 

Mrazek 

Murphy 

Murtha 

Myers 

Natcher 

Nelson 

Nichols 

Nielson 

Nowak 

Oakar 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Oxiey 

Packard 

Panetta 

Parris 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Petri 

Pickle 

Porter 

Price 

Pursell 

Quillen 

Rahall 

Rangel 

Ray 

Regula 

Reid 

Richardson 

Ridge 

Rinaldo 

Ritter 

Rot>erts 

Robmson 

Roe 

Roemer 

Rogers 

Rose 

Rostenkowski 

Roth 

Roukema 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Rudd 


RUMO 

Sabo 
Savace 
Sazton 
Schaefer 

Schneider 

Schroeder 

Schuette 

Schulze 

Schumer 

Sensenbrenner 

Sharp 

Shaw 

Shelby 

Shumway 

Sikorski 

Siljander 

Sisisky 

Skeen 

Skelton 

Slattery 

Slaughter 

Smith  iFL) 

Smith  (LA) 

Smith  (NE) 

Smith  (NJ) 

Smith.  Denny 
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Smith.  Robert 
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Smith,  Robert 
(OR) 

Snowe 

Snyder 

Solarz 

Solomon 

Spence 

Spratt 

St  Germain 

Staggers 

Stallings 

Stangeland 

Stenholm 

Stokes 

Strang 

Stratton 

Studds 

Stump 

Sundquist 

Sweeney 

Swift 

Swindall 

Synar 

Tallon 

Tauke 

Tauzin 

Taylor 

Thomas  (CA) 

Thomas  (GA) 

Torres 

TorricelU 

Towns 

Traf  leant 

Traxler 

Valentine 

Vander  Jagt 

Visclosky 

Volkmer 

Vucanovich 

Waldon 

Walgren 

Walker 

Watklns 

Waxman 

Weaver 

Weber 

Weiss 

Wheat 

Whitehurst 

Whitley 

Whittaker 

Whittcn 

Williams 

Wilson 

Wlrth 

Wise 

Wolf 

Wortley 

Wright 

Wyden 

Wylle 

Yates 

Yatron 

Young  (FD 
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The  CHAIRMAN.  Three  hundred 
ninety  Members  have  answered  to 
their  names,  a  quorum  is  present,  and 
the  Committee  will  resume  its  busi- 
ness. 

The  Chttlr  will  aimounce  that  16 
minutes  are  remaining  for  the  gentle- 
tnan  from  ladiana  [Mr.  Hahiltoi*] 
and  15  mincrtes  are  remaining  for  the 
gentleman  from  Arizona  [Mr.  Stttmp]. 

Mr.  STUMP.  Mr.  Chairman.  1  yield 
guob  time  as  he  nay  consume  to  the 
gentleman  from  Illinois  [Mr.  PortsxI. 

Mr.  PORTER.  Mr.  Chairman,  I  rise 
in  strong  support  of  the  Stump-Pepper 
amendment. 

Mr.  Chairman,  last  year,  the  Congress  sup- 
ported the  repeal  of  the  Clark  amendment 
which  for  years  barred  aid  to  rebel  groups 
fighting  against  the  Soviet-backed  Marxist 
Government  of  Angola.  Following  years  of  civil 
war  and  fruitless  negotiation,  we  voted  to  free 
the  President's  hands  in  his  negotiations  with 
partes  to  the  conflict  in  Angola. 

Sectkjn  107  of  the  bill  we  have  before  us 
will  effectively  repeal  that  historic  decision.  I 
urge  my  colleagues  to  support  the  deletion  of 
this  section  from  the  bill. 

There  are  currently  up  to  45,000  Cuban 
troops  in  Angola  sup|X>rting  the  governing  po- 
litburo  largely  confined  to  the  capital  city  of 
Luanda. 

As  long  as  they  remain,  there  will  be  no 
human  rights,  open  elections,  no  economic 
development,  no  free  markets  and  no  peace 
in  Angola.  Given  our  support  for  the  freedom 
fighters  of  Afghanistan,  there  is  no  reason 
Mihy  we  should  not  support  those  who  would 
resist  ttie  Communist  regime  in  Angola. 

The  President  must  have  a  range  of  options 
in  dealing  with  foreign  policy  beyond  doing 
nothing  in  Angola,  as  the  gentleman  from  Indi- 
ana would  want,  and  sending  in  the  marines. 
Covert  action,  especially  to  freedom  fighters 
throughout  the  world,  is  essential  m  stopping 
the  slow  and  methodical  capture  of  nations 
within  the  Soviet  bloc 

Many  have  argued  that  since  U.S.  covert 
aid  to  freedom  fighters  has  been  widely  re- 
ported, we  might  as  well  open  up  these  oper- 
ations to  full  public  disclosure.  This  would  be 
a  mistake.  Aid  to  the  freedom  fighters  of  Af- 
ghanistan Is  well  known,  but  how  it  gets  there 
and  what  is  specifically  provided  is  not  dis- 
cussed. Full  public  disclosure  of  these  meth- 
ods and  operations  would  shut  off  the  flow  of 
aid.  By  opening  up  these  operations,  we  kill 
them,  restricting  the  President's  flexibility. 

Mr.  Chairman,  we  had  a  full  debate  on 
Angola  last  year  and  are  having  another  one 
now.  I  only  wish  the  Soviets  and  the  Cubans 
woukj  also  give  us  a  full  and  open  public 
debate  on  theif  military  aid  and  troops  sent  to 
prop  up  the  Mandst  Government  of  Angola. 

I  urge  adoption  of  the  amendment. 

Mr.  STUMP.  Mr.  Chairman.  I  yield  5 
minutes  to  the  distinguished  minority 
leader,  the  gentleman  from  Illinois 
[Mr.  Michel]. 

Mr.  MICHEL.  Mr.  Chairman,  as  an 
ex-officio  member  of  the  Intelligence 
Committee.  I  have  had  the  opportuni- 
ty to  work  with  an  outstanding  bipar- 
tisan group  of  Congressmen  and  an  ef- 


ficient and  dedicated  staff.  The  com- 
mittee does  a  fine  job. 

I  say  this  because,  quite  frankly.  I 
am  puzzled  by  the  inclusion  of  section 
107  in  the  Intelligence  Authorization 
Act  before  us. 

In  effect  It  says  that  if  the  President 
wants  to  help  freedom  fighters  in 
Angola,  he  must  openly  acknowledge 
this  and  the  Congress  must  openly 
debate  the  issue  and  then  enact  a  joint 
resolution  approving  such  aid. 

It  is  aa  if  a  chief  of  police  was  told 
he  oould  have  a  sting  operation  to 
catch  criminals  but  would  have  to  pub- 
licly announce  such  operations  in  ad- 
vance with  time,  place,  and  date  and 
number  of  police  involved. 

He  would  certainly  get  a  public 
debate— but  he  would  never  catch  any 
criminals. 

The  same  principle  applies  here.  If 
we  accept  this  section,  we  force  our 
President  to  either  tell  the  enemies  of 
Angolan  freedom  fighters  exactly 
what  he  wants  to  do  before  he  does  it 
or  else  stop  him  from  doing  anything 
at  all. 

And  so  this  proposal  presents  an 
American  President  with  two  options 
in  Angola— futility  or  impotence. 

We  are  told  that  support  for  Ango- 
lan freedom  fighters  involves  serious 
and  substantive  foreign  policy  issues 
concerning  United  States  relations 
with  black  African  nations  and  the 
entire  question  of  the  future  of  south- 
em  Africa,  including  Namibia. 

We  are  also  told  there  have  been 
public  statements  and  pledges  of  as- 
sistance to  the  Angolan  freedom  fight- 
ers from  the  administration  including 
the  President.  Therefore,  say  the  crit- 
ics of  Angolan  aid,  since  vigorous 
public  debate  on  the  issue  is  already 
going  on,  the  issue  is  no  longer  a 
secret  and  there  is  no  need  for  covert 
as.<;istance. 

But  both  of  those  principles— long- 
term  regional  effects  and  existing 
public  debate— could  be  used  to  make 
public  all  our  covert  operations. 

Every  operation  of  our  foreign  policy 
covert  or  overt,  has  long-term  regional 
effects  on  geographic  regional  ques- 
tions. And  all  you  need  is  one  leak  to 
the  media  and  we  have  what  is  called 
public  debate. 

And  so  what  does  this  amendment 
really  do?  It  asks  us  to  embrace  princi- 
ples that  could  leave  all  our  covert  op- 
erations at  the  mercy  of  anyone  with 
the  price  of  a  telephone  call  to  the 
Washington  Post. 

As  soon  as  a  "Bob  Woodward"  re- 
ports that  he  believes  there  is  a  covert 
operation  somewhere,  some  opponent 
of  that  aid  will  jump  up  and  say  he  is 
shocked  and  we  will  have  public 
debate  in  the  newspapers. 

And,  for  the  supporters  of  the  Ham- 
ilton approach  that  alone  will  be 
enough  to  require  the  President  to  tell 
the  Communists  what  he  wants  to  do. 


Let  me  speak  to  those  Members  who 
support  this  approach. 

You  don't  like  Savimbi.  You  don't 
like  UNITA.  You  don't  like  the  fact 
that  Savimbi,  in  order  to  fight  Com- 
munists, has  accepted  aid  from  South 
Africa. 

So  you  feel  justified  in  your  ap- 
proach. But  I  say  you  are  very  short- 
sighted. 

Think  of  what  impact  your  proposal 
will  have  on  American  allies  all  around 
the  world. 

I  don't  mean  freedom  fighters  only. 
I  mean  those  nations  that  are  quietly 
and^  secretly  helping  us  in  certain 
areas^^^^— 

How  can  they  trust  us  to  keep  their 
help  a  secret  if  we  plan  to  disclose 
every  single  fact  about  our  Angola 
policy  in  the  event  we  wanted  to  send 
aid  to  UNITA? 

Either  we  keep  the  principle  of 
covert  operation,  with  the  President's 
right  to  propose  them  and  the  Intelli- 
gence Committee's  right  to  pass  judg- 
ment on  them  as  we  do  now— or  else 
we  abandon  it.  There  is  no  middle 
ground  or  half-way  house  so  to  speak. 

What  we  have  here  is  the  Clark 
amendment  reconstituted  the  very 
same  Clark  amendment  repealed  last 
year. 

It  is  a  bad  proposal  because  it  gives 
to  any  one  Member  who  wants  to 
spread  true  or  false  information  the 
power,  through  this  mechanism  of 
public  debate,  to  thwart  the  Presi- 
dent's objective  of  exercising  any 
covert  operation. 

In  fact,  this  proposal  undermines 
the  collective  thinking  and  judgment 
of  the  Congress  if  by  majority  we  sub- 
scribe to  the  President's  view. 

I  reject  such  an  approach.  It  is  dan- 
gerous and  irresponsible.  I  urge  dele- 
tion of  section  107  in  the  interest  of 
the  legitimate  foreign  policy  goals  of 
our  country. 

I  am  including  a  letter  from  Secre- 
tary George  P.  Shultz  to  me  on  this 
section: 

The  Secretary  of  State, 
Washington,  September  17,  1986. 
Hon.  Robert  H.  Michel. 
U.S.  House  of  Representatives. 

Dear  Bob:  I  am  writing  to  express  to  you 
the  strong  opposition  of  this  administration 
to  the  passage  of  the  FY-87  Intelligence  au- 
thorization Bill  without  the  deletion  of  Sec- 
tion 107.  I  understand  that  the  Bill  will  be 
brought  to  the  floor  of  the  House  for  a  vote 
September  17. 

The  administration  has  major  objections 
to  Section  107.  The  amendment  requires 
that  any  U.S.  Government  support  for  mili- 
tary or  paramilitary  operations  in  Angola  be 
openly  acknowledged  and  publicly  debated. 
It  would  also  prohibit  the  furnishing  of  any 
assistance  to  UNITA  unless  Congress  enacts 
a  joint  resolution  specifically  approving 
such  assistance.  Quite  simply,  this  section 
will  terminate  the  ability  of  the  administra- 
tion to  provide  aid  to  UNITA.  It  will  stop 
any  movement  toward  a  negotiated  settle- 
ment in  Angola.  Section  107  will  legislate  a 
policy  that  will  maintain  the  status  quo  in 
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Angola,  guaranteeing  the  continuing  pres- 
ence of  30,000  Cuban  troops  and  flow  of  aid 
from  the  Soviet  Union,  which  has  already 
amounted  to  3  billion  dollars.  This  legisla- 
tive constraint  on  I»residential  actions  will 
make  more  difficult  the  achievement  of  our 
objective  of  bringing  about  independence 
for  Namibia  and  the  end  of  the  illegal  pres- 
ence of  South  African  troops  in  that  coun- 
try. 

The  Congress  repealed  a  measure  similar 
to  Section  107.  the  Clark  amendment,  less 
than  one  year  ago.  I'he  administration  sup- 
ported and  applauded  that  repeal  because 
the  Clark  Amendment  had  left  us  powerless 
to  negotiate  a  settlement.  The  administra- 
tion also  supports  the  desire  of  the  support- 
ers of  this  amendment  to  bring  the  conflict 
in  southwestern  Africa  to  the  attention  of 
the  American  people  and  to  conduct  public 
debate  on  the  situation  in  Angola.  The  ad- 
ministration is  not  seeking  to  cut  off  public 
debate  on  this  conflict.  There  are  carefully 
designed  procedures  for  statutory  oversight 
of  activities  that  are  not  debated  in  public. 
Section  107  departs  markedly  from  these 
well  established  procedures. 

The  administration  supports  Jonas  Savim- 
bi's  struggle  against  Soviet  and  Cuban  ad- 
venturism, and  is  committed  to  providing  ef- 
fective and  appropriate  assistance  to 
UNITA.  This  support  does  not  imply  sup- 
port, in  any  way,  for  the  South  African  gov- 
errmient.  UNITA  accepted  significant  mili- 
tary aid  from  South  Africa  only  after  pas- 
sage of  the  Clark  amendment  cut  off  assist- 
ance from  the  United  States.  Savimbi  has 
clearly  stated  his  opposition  to  apartheid. 
No  critic  of  UNITA  asserts  that  UNITA  re- 
ceives from  South  Africa  assistance  compa- 
rable to  the  flood  of  Soviet  and  Soviet-bloc 
military  aid  given  to  the  MPLA. 

For  these  reasons  the  administration 
places  the  highest  priority  on  supporting 
action  to  delete  Section  107. 

Thank  you  very  much  for  your  attention 
to  this  matter. 

Sincerely  yours, 

George  P.  Shultz. 

D  1530 

Mr.  HAMILTON.  Mr.  Chairman.  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  California  [Mr. 
Panetta]. 

Mr.  PANETTA.  Mr.  Chairman,  I  rise 
in  opposition  to  the  amendment. 

Mr.  Chairman,  our  foreign  policy  has  taken 
a  decided  turn  in  recent  years.  Instead  of  pur- 
suing a  policy  which  reflects  the  will  and  the 
conscience  of  the  American  people,  we  have 
been  confronted  with  a  policy  which  quietly 
and  covertly  circumvents  them. 

First  there  was  Nicaragua.  The  administra- 
tion pursued  a  covert  policy  which  amounts 
really  to  a  war  by  proxy.  When  the  war  be- 
cause too  obvious,  the  covert  aid  program 
became  overt.  But  even  now,  with  an  overt 
aid  program  to  the  Contras,  we  still  cannot  get 
all  the  Information  and  facts  we  need  about 
the  aid  program  and  the  effect  it  will  have  not 
only  on  Nicaragua,  but  on  the  general  foreign 
policy  of  the  United  States. 

Now  we  have  Angola.  Again,  this  Is  sup- 
posed to  be  a  covert  aid  program.  But  a  funny 
thing  happened.  The  President,  and  the  Vice 
President,  and  senior  State  Department  offi- 
cials talked  publicly  about  the  assistance  we 
ought  to,  and  will  be  providing  to  Angola.  They 
talked.  The  newspapers  printed.  And  now  a 
covert  aid  program  is  anything  but  covert. 


Even  though  it  was  Vne  administration  which 
broke  the  story.  It  is  now  this  same  adminis- 
tration which  wants  to  preserve  a  cloak  of  se- 
crecy around  the  Angola  issue.  And  they  have 
a  very  important  reason.  Because,  if  the  ad- 
ministration can  keep  its  aid  program  covert— 
at  least  in  principle — the  aid  issue  can  be  de- 
cided as  part  of  the  intelligence  authohzation; 
with  little  debate  and  even  less  public  expo- 
sure. 

But  it  is  time  to  put  a  stop  to  this  kind  of 
maneuvering.  It  limits  public  debate  and  de- 
means the  democratic  process. 

And  so,  Mr.  Chairman,  I  rise  in  support  of 
the  Intelligence  Authorization  as  written  and  in 
opposition  to  the  Stump  Amendment.  I 
oppose  this  amendment  for  two  reasons. 
First,  aid  to  UNITA  will  not  serve  the  interests 
of  the  United  States  in  Africa.  And  second, 
the  issue  of  aid  to  UNITA  should  be  an  overt 
issue. 

On  the  first  point,  we  ought  to  examine 
whether  aid  to  UNITA  will  help  or  hurt  our  in- 
terests in  Africa.  How  will  aid  to  UNITA  affect 
our  anti-apartheid  efforts,  and  will  it  increase 
the  likelihood  of  the  withdrawal  of  Cuban 
troops  from 'Angola? 

Instead  of  helping  our  antiapartheid  efforts, 
aid  to  UNITA  would  only  hurt  those  efforts.  It 
is  no  secret  that  South  Africa  has  been  almost 
solely  responsible  for  keeping  UNITA  going 
for  the  past  decade.  Since  1 976,  South  Africa 
has  provided  the  bulk  of  UNITA's  material 
support — weapons,  explosives,  vehicles,  food, 
and  medical  supplies.  It  has  even  been  report- 
ed that  UNITA  has  infiltrated  the  Namibian  in- 
dependence group  SWAPO  and  provided 
South  Africa  with  information  about  that  group. 
For  the  United  States  to  help  UNITA  is'to  join 
in  an  alliance  of  association  with  South  Africa. 
This  move  could  only  hurt  our  antiapartheid 
efforts  and  make  us  look  hypocritical  toifte 
world.  /^ 

In  addition,  aid  to  UNITA  would  not  Aurther 
one  of  our  most  important  goals:  the  cemoval 
of  Cuban  troops  from  Angola.  Unjtpa  States 
aid  to  UNITA  would  be  perceiv&tTas  an  obvi- 
ous threat  to  the  Government  of  Angola  and 
would  reduce  their  willingness  to  ask  the 
Cubans  lo  leave. 

If  our  ultimate  aim  in  Angola  is  the  removal 
of  Cuban  troops,  then  we  ought  to  continue 
along  the  diplomatic  path.  We  have  made 
some  progress  in  encouraging  the  removal  of 
the  Cuban  troops  in  exchange  for  an  end  to 
South  Africa's  incursions  into  Angola  and  its 
occupation  of  Namibia.  If  this  were  to  take 
place,  Angola  would  feel  less  threatened,  and, 
more  inclined  to  ask  the  Cubans  to  leave.  Aid 
to  UNITA,  on  the  other  hand,  would  only  en- 
trench the  status  quo  and  increase  Angolan 
reliance  on  Cuba. 

Even  if  the  goals  of  this  aid  package  were 
unquestionable— and  they  certainly  are  not— 
this  is  not  the  right  way  to  pursue  such  a 
policy.  And  that  leads  me  to  my  second 
reason  for  opposing  this  amendment:  If  the 
policy  of  aid  to  UNITA  is  the  right  one,  then 
there  is  no  reason  why  we  cannot  debate  it  in 
an  open  forum. 

This  is  not,  after  all,  a  covert  aid  program  by 
any  stretch  of  the  imagination.  In  fact,  it 
seems  that  the  only  people  who  cannot  talk 
publk:ly  about  the  aid  program  to  UNITA  are 
Members  of  the  U.S.  Congress. 


Whether  or  not  to  provkle  assistance  to 
UNITA  Is  a  major  foreign  polk:y  decision.  It  will 
impact  on  our  relations  virith  all  tt)e  nations  of 
Africa  and  it  will  reflect  on  our  antiapartheid 
policy.  But  instead  of  debating  this  issue  In 
the  open,  as  we  do  in  the  course  of  debate  on 
the  foreign  aid  bill,  we  now  have  to  speak  In 
whispers  and  pretend  that  the  wodd  does  not 
know  what  we  are  doing. 

But  the  world  does  know.  And  ck>aking  the 
issue  with  an  appearance  of  secrecy  will  not 
change  that  fact. 

It  is  time  to  open  this  issue  up  to  the  public 
debate  that  it  deserves.  Let  us  talk  about  the 
reasons  for  our  actions  and  the  possible  con- 
sequences of  these  actions.  That  is  the  way  a 
democracy  works. 

As  written,  the  bill  prohibits  aki  to  UNITA 
unless  the  President  publicly  requests  the  aid 
and  the  Congress  gives  its  approval.  7hat  Is 
the  proper,  and  constitutional,  way  to  set 
policy.  After  all,  it  is  not  the  job  of  Congress  to 
give  a  rubber  stamp  to  a  foreign  policy  set  t>y 
the  President  and  the  CIA.  It  is  the  responsi- 
bility of  Congress  to  join  in  this  process  arxJ  to 
have  input.  If  we  forfeit  that  responsibility  now, 
how  can  we  ever  hope  to  retrieve  it? 

If  we  examine  this  issue  openly  and  hor»est- 
ly,  then  we  will  see  that  aid  to  UNITA  will  not 
further  United  States  interests  in  Africa  and 
could  significantly  harm  the  progress  we  have 
made  against  apartheid.  It  is  through  this  open 
exchange  and  debate  that  we  will  formulate  a 
foreign  policy  that  reflects  the  will,  and  has 
the  support  of  the  American  people,  instead 
of  sneaking  around  behind  their  collective 
backs. 

I  urge  a  "no"  vote  on  the  Stump  amend- 
ment. 

Mr.  HAMILTON.  Mr.  Chairman.  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Illinois  [Mr. 
Hayes]. 

Mr.  HAYES.  Mr.  Chairman,  I  rise  in  opposi- 
tion to  the  Stump  amendment  and  ask  unani- 
mous consent  to  revise  and  extend  my  re- 
marks. 

First  of  all,  let  me  make  it  clear  that  I  am 
opposed  to  aiding  UNITA  in  any  form — covert, 
overt,  or  otherwise.  However,  since  the  matter 
at  hand  is  limited  to  the  use  of  coven  aid,  I 
will  limit  my  remarks  to  that  issue. 

Listening  to  the  debate  on  whether  our 
Government  should  allow  the  continuance  of 
"covert"  military  operations  in  Angola,  I  have 
yet  to  hear  any  justifiable  reason  why  this 
Congress  should  authorize  covert  assistance 
when  the  entire  worid  already  knows  exactly 
what  we  have  been  doing  in  Angola.  The 
President,  the  Vice  President,  the  Assistant 
Secretary  of  State  for  African  Affairs,  and 
other  high-ranking  officials  of  the  Reagan  ad- 
ministration, have  publicly  detailed  the  type 
and  extent  -of  aid  Jonas  Savimbi  and  UNITA 
have  received  from  the  United  States. 

As  an  instrument  of  foreign  polkry,  covert 
assistance  is  an  important  tool  for  the  Chief 
Executive  to  have  available.  But  when  that  as- 
sistance is  public  knowledge,  all  of  the  justifi- 
cations for  its  use  are  moot 

So  who  are  we  trying  to  deceive?  Is  it  be- 
cause this  type  of  assistance  could  not  stand 
a  thorough  debate?  Is  rt  because  an  open  dis- 
cussion of  such  akj  would  uncover  the  fact 
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that  supporting  UNITA  is  tantamount  to  sup- 
porting apartheid? 

The  Intelligence  Committee  correctly  ap- 
proved this  prohibition  for  a  number  of  rea- 
sons, not  tfie  least  of  which  Is  the  fact  that 
aiding  UNITA  would,  in  fact,  t>e  linking  the 
United  States  with  the  Republic  of  South 
Africa.  The  Reagan  Administration's  policy  of 
constructive  engagement  has  already  proven 
to  be  a  failure  and  has  been  overwhelmingly 
rejected  by  both  Houses  of  Congress. 

I  t)elieve  we  have  an  obligation  to  ourselves 
arxj  to  our  constituents,  to  fully  and  openly 
debate  a  decision  which  would  essentially  put 
our  country  in  the  same  posture  that  we  have 
already  rejected.  Fifty  Afncan  Nations  have 
publicly  opposed  American  aid  to  UNITA.  I 
stror>gly  urge  my  colleagues  to  do  likewise. 
Retain  section  107  and  oppose  the  Stump 

a  mAfVJ  XX\Q  n  t 

Mr.  HAMILTON.  Mr.  Chairman,  I 
yield  I  minute  to  the  gentleman  from 
New  York  [Mr.  Pish]. 

Mr.  FISH.  Mr.  Chairman.  South 
Africa  provides  UNITA  with  weapons, 
logistical  support,  intelligence  infor- 
mation, and  strategic  planning.  South 
Africa  periodically  invades  Angola. 
South  Africa's  aim  is  to  create  a  buffer 
of  surrounding  nations  that  are  de- 
pendent upon  it  for  survival.  South 
Africa  believes  that  this  oppression 
will  prevent  the  other  southern  Afri- 
can states  from  joining  in  a  call  for 
international  sanctions  against  South 
Africa.  Assisting  UNITA  rebels  is  an 
integral  part  of  this  plan. 

The  United  States  program  of  covert 
lethal  assistance  to  UNITA  puts  the 
United  States  squarely  behind  South 
African  attempts  at  regional  domina- 
tion and  destabilization.  To  the  rest  of 
Africa  and  much  of  the  rest  of  the 
world,  it  smacks  of  complicity  with  the 
apartheid  regime  in  Pretoria.  This  was 
made  clear  during  last  week's  visit  by 
several  members  of  European  parlia- 
ment, who  said  that  a  United  States 
policy  of  aid  to  UNITA  is  seen  as  con- 
tradictory to  stated  U.S.  policy  regard- 
ing South  Africa. 

As  long  as  the  United  States  contin- 
ues to  support  UNITA,  South  Africa 
will  believe  they  have  a  free  hand  to 
destabilize  Angola  and  the  rest  of  the 
region.  This  would  clearly  send  a  con- 
tradictory and  wrong  message  to  the 
white  leadership  of  South  Africa  as 
well  as  the  blsu;k  majority  of  South 
Africa.  'w!^ 

Congress  has  already  taken  the  im- 
portant step  of  approving  sanctions 
against  South  Africa.  The  next  step  is 
to  stop  U.S.  cooperation  with  South 
Africa's  aggression  against  its  neigh- 
bors and  to  require  South  Africa  to 
begin  cooperation  with  the  United  Na- 
tions in  implementing  U.N.  resolution 
435,  which  provides  for  the  demilitari- 
zation of  southern  Angola  suid  north- 
em  Namibia  with  an  agreed-to  inter- 
national peacekeeping  force. 

Aid  to  UNITA  does  not  make  practi- 
cal sense.  It  increases  the  reliance  of 
the  Angolan  Govenmient  on  its  shield 


of  Cuban  troops.  It  has  interfered  with 
the  search  for  a  settlement  in  Na- 
mibia, since  the  Angolan  Government 
is  hardly  likely  to  view  Washington  as 
a  fair  mediator  so  long  as  the  United 
States  helps  arm  it  internal  enemies. 

The  language  in  section  107  of  H.R. 
4759  does  not  prohibit  aid  to  UNITA, 
it  merely  says  that  any  aid  must  be  ap- 
proved by  Congress.  This  issue  is  clear- 
ly controversial— therefore  public 
debate  about  the  merits  of  such  a  pro- 
gram is  clearly  in  the  public  and  na- 
tional interest. 

The  United  States  is  Angola's  largest 
trading  partner.  U.S.  investment  pres- 
ently exceeds  $500  million.  Two-way 
annual  trade  between  the  United 
States  and  Angola  has  grown  to  over 
$1  billion  during  the  Reagan  adminis- 
tration, a  significant  portion  of  which 
was  backed  by  U.S.  Eximbank  credits. 

Today  the  United  States  remains  the 
only  country  besides  South  Africa  that 
does  not  recognize  the  Goverrmient  of 
Angola— referred  to  as  MPLA  [popular 
movement  for  the  liberation  of 
Angola].  Negotiations  between  the 
United  States  and  Angola  for  the  es- 
tablishment of  relations  were  broken 
off  earlier  this  year  over  the  issues  of 
withdrawal  of  Cuban  troops  from 
Angola  and  independence  for  South 
African  occupied  Namibia.  The  Ango- 
lan Poreign  Minister  announced  yes- 
terday that  he  is  asking  for  a  meeting 
with  Secretary  Shultz  to  discuss  nor- 
malization of  relations.  We  would  cer- 
tainly be  in  a  better  position  to  moni- 
tor developments  and  influence  policy 
in  Angola  if  we  had  a  mission  there, 
and  clearly  support  for  UNITA  erodes 
such  a  possibility.  Angolan  President 
Jose  Eduardo  Dos  Santos  said  last 
week  he  would  welcome  a  meeting 
with  President  Reagan  to  ease  ten- 
sions and  discuss  diplomatic  relations. 

Savimbi  is  an  opportunist.  In  the 
early  sixties  he  broke  with  another 
group  opposed  to  Portuguese  coloniza- 
tion, the  FNLA,  because  that  group 
was  too  closely  tied  to  the  United 
States.  In  the  early  seventies  UNITA 
courted  Chinese  support.  At  the  same 
time  UNITA  was  helping  Portugal 
against  the  MPLA  and  FNLA.  In  1985, 
there  was  a  split  in  the  ranks  of 
UNITA.  Dissidents  within  UNITA  ac- 
cused Savimbi  of  waging  a  war  against 
"those  who  do  not  obey  him  uncondi- 
tionally." It  is  thus  not  entirely  clear 
that  aid  for  Savimbi  is  aid  to  our  na- 
tional interests  in  the  region. 

Some  have  argued  that  passage  of 
the  bill's  language  will  set  a  precedent 
that  will  require  a  vote  on  all  covert 
actions.  This  is  not  the  case.  The  In- 
telligence Conunittee  approves  the 
vast  majority  of  covert  operations. 
Today's  vote  should  be  seen  simply  as 
the  oversight  process  in  action.  As  in 
the  case  with  aid  to  the  Contras  of 
Nicaragua,  Congress  has  the  chance  to 
determine  whether  it  will  approve 
funding  for  a  controversial  program. 


Mr.  HAMILTON.  Mr.  Chairman.  I 
yield  4  minutes  to  the  gentleman  from 
Louisiana  [Mr.  Roeher]. 

Mr.  ROEMER.  I  thank  my  colleague 
for  this  time. 

Mr.  Chairman,  this  is  a  difficult  and 
complex  subject,  and  I  know  Members, 
like  myself,  are  struggling  to  do  the 
right  thing.  I  am  going  to  urge  today 
that  we  support  the  committee's  posi- 
tion and  section  107  of  Mr.  Hamilton 
and  reject  this  amendment  for  four 
reasons. 

First,  in  1985  we,  I,  voted  to  repeal 
the  Clark  amendment  because  it  was  a 
unnecessary  restriction  on  Presidential 
discretion.  The  question  was  never  one 
of  providing  covert  or  overt  aid  to  the 
Angolan  rebels.  In  fact,  the  adminis- 
tration said  then  it  had  no  such  plans. 

Second,  the  administration  now 
talks— you  can  talk  about  leaks  and 
phone  calls  all  you  want— but  the  ad- 
ministration now  talks  publicly  and 
often  about  supporting  UNITA.  Clear- 
ly, that  removes  the  aid  from  the 
covert  category.  But  none  of  the  ad- 
ministration's talk  has  been  with  the 
Congress.  We  have  been  denied  the  op- 
portunity to  fulfill  our  constitutional 
authority  to  debate  the  policy.  The 
question  is  not  informing  the  Commu- 
nists; it  is  informing  the  Congress. 

There  are  questions  that  need  to  be 
answered.  How  much  money?  It  is  $15 
million  to  $25  million  this  year  alone. 

For  how  long?  Committed  to  whom? 

Savimbi  is  the  chameleon  of  African 
politicians. 

Third,  aiding  the  rebels  in  Angola 
may  or  may  not  allow  us  to  reach  im- 
portant objectives,  which  are  an  end 
to  apartheid,  withdrawal  of  foreign 
troops,  independence  for  Namibia. 

But  I  believe  any  foreign  policy  initi- 
ative to  be  successful  requires  the  sup- 
port from  the  Congress.  Any  attempt- 
ed end  run  past  congressional  author- 
ity is  a  bad  start  to  any  important  ini- 
tiative. 

Fourth  and  finally,  providing  aid  to 
UNITA  will  put  America  squarely  on 
the  side  of  the  South  African  Govern- 
ment in  a  murderous  civil  war  and  in 
opposition  to  most  of  Africa. 

Cuba  and  the  Soviet  Union  have 
generously  supported  the  other  side. 
So  there  is  good  reason  to  consider 
American  assistance.  But  the  dangers 
accompanying  that  assistance  demand 
a  full  debate.  We  ought  not  blindly 
serve  as  a  tool  of  South  Africa  foreign 
policy.  Aiding  UNITA  hurts  our  ability 
to  work  against  apartheid  with  South 
Africa's  frontline  neighbors  and  dam- 
ages our  relations  with  other  African 
governments  and  future  South  African 
leaders. 

Like  Angola,  the  other  six  African 
countries  bordering  South  African- 
controlled  territory  have  been  the 
target  of  South  Africa's  military  and 
economic  campaign  to  force  them  to 
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abandon     groups     fighting     against 
apartheid. 

These  countries,  virtually  all  of  the 
other  African  countries  and  the  lead- 
ers of  every  major  antiapartheid  group 
inside  Africa  and  Namibia  oppose 
United  States  aid  to  UNITA. 

Support  Hamilton,  vote  against  the 
misguided,  open-ended  spending,  knee- 
jerk  administration  amendment.  That 
vote  is  both  good  and  procedure  and  in 
the  long  run  for  America  good  policy. 

Mr.  STUMP.  Mr.  Chairman,  I  yield 
10  minutes  to  the  distinguished  chair- 
man of  the  Committee  on  Rules,  the 
gentleman  from  Florida  [Mr.  Pepper] 
to  close  debate  for  this  side. 

Mr.  PEPPER.  I  thank  the  gentle- 
man for  yielding. 

Mr.  Chairman  and  my  colleagues  of 
the  committee,  you  know  that  this  bill 
provides  that  no  military  or  paramili- 
tary aid  may  be  given  to  Angola  with- 
out the  authority  of  the  Congress.  The 
effect  of  that  provision  which  we  seek 
to  strike  in  our  amendment  is  primari- 
ly twofold:  First,  it  would  stop  the  rel- 
atively insignificant  aid  that  we  are 
now  giving  to  Angola;  and  second,  it 
would  hamstring  the  arm  of  the  Presi- 
dent of  the  United  States  and  the 
Government  of  our  country  in  giving 
assistance  to  those  who  seem  to  be 
worthy  of  the  support  of  the  greatest 
democracy  in  the  world. 

I  have  a  letter  here  that  came 
through  an  international  organization, 
TKY,  from  Savimbi,  and  he  says  of 
these  people  in  Angola: 

In  Angola  we  have  never  had  elections. 
The  country  is  ruled  by  an  illegitimate  mi- 
nority regime  propped  iip  by  45,000  Cubans, 
1,500  Soviets,  2,500  East  Germans,  2,000 
North  Koreans  and  other  Eastern-bloc 
forces. 

That  is  who  these  people  in  Angola 
are.  What  are  we  proposing  to  do  now? 
To  give  them  some  help. 

Nobody  knows  better  than  the  dis- 
tinguished Intelligence  Committee  of 
this  House  exactly  what  aid  we  are 
now  giving  them.  I  am  not  at  liberty  to 
disclose  all  the  information  I  have. 
But  I  think  anybody  knowledgeable  of 
the  subject  will  realize  from  what  was 
said  by  the  minority  leader  quoting 
the  Secretary  of  State,  and  by  the 
knowledge  that  we  have,  that  it  is  very 
small,  relates  to  one  weapon  that  they 
need  the  most.  Why  is  it  that  we  do 
not  have  the  matter  before  the  Con- 
gress? Well,  there  again  the  Intelli- 
gence Committee,  I  am  sure,  knows 
more  about  it  than  anybody  else 
except  the  Government  itself. 

But  I  can  tell  you  according  to  the 
information  that  I  have  there  is  a 
reason,  because  it  would  be  impossible 
to  get  the  aid  to  them  if  we  were  pub- 
licly to  announce  that  we  were  sending 
them  this  aid. 

It  might  be  similar  in  respect  to  Af- 
ghanistan. You  remember  that  we  au- 
thorized aid  to  the  Afghan  rebels  who 
are  fighting  for  their  lives  again^it  an 


insidious  Soviet  Communist  conquest 
of  their  own  country.  Yet  everybody 
knows  we  are  giving  them  aid.  There  is 
a  reason,  I  assure  you,  why  we  are  not 
publicizing  to,  the  world  what  we  are 
giving  to  Afghanistan.  There  is  a 
reason.  Should  we  stop  giving  aid  to 
certain  countries  in  the  Far  East,  to 
those  besieged  people  in  Afghanistan 
fighting  as  courageously  as  patriots 
have  ever  fought  for  their  land  and 
their  lives?  Who  wants  to  stop  that? 
Are  we  going  to  say  here  in  this  House 
by  the  action  we  take  this  afternoon 
that  nowhere  on  Earth  when  our  Gov- 
ernment, elected  by  the  people  of  our 
country,  says  somebody  is  entitled  to 
the  support  of  the  world's  greatest  de- 
mocracy in  their  fight  for  freedom, 
that  unless  we  follow  a  certain  public 
formula  we  cannot  give  them  any- 
thing? We  understand,  of  course,  that 
if  the  amount  of  aid  given  is  volumi- 
nous, large,  immense  in  importance,  of 
course  the  Government  would  not 
have  the  aid  to  give  them  unless  Con- 
gress authorizes  that  aid.  But  I  can 
assure  you  that  if  we  cut  off  this  aid 
that  we  are  now  giving,  small  and  in- 
consequential in  character,  then  this  is 
what  Savimbi  says  about  it,  and  this 
section  places  large  and  unqualified 
roadblocks  in  the  way  of  any  President 
of  the  United  States,  present  or 
future,  which  would  help  Angolan 
freedom  fighters,  the  Soviet  Union 
and  Cuba,  in  doing  so,  it  would  weaken 
the  prospects  of  a  negotiated  settle- 
ment to  our  tragic  civil  war  by  encour- 
aging the  Soviets.  Cubans,  and  MPLA 
Communists  to  believe  military  victory 
over  UNITA  is  possible. 

D  1545 

Now  then  they  say,  oh,  but  the 
people  in  Angola,  Sambibi,  is  receiving 
help  from  the  South  Africans  and 
they  are  an  odious  people  because 
they  have  apartheid  as  their  policy 
against  their  own  black  people. 

My  friends,  you  remember  there  was 
a  man  named  Benjamin  Franklin  who 
was  the  United  States  Minister  to 
France  during  the  time  that  the  colo- 
nies began  their  intrepid  struggle  for 
our  independence  so  we  could  estab- 
lish a  democracy  in  this  blessed  Amer- 
ica. To  whom  did  he  go  for  help?  He 
went  to  one  of  the  most  despotic  mon- 
archies on  the  face  of  the  Earth,  Louis 
XVI,  and  he  persuaded  Louis  XVI  to 
give  help  to  the  struggle  of  the  Ameri- 
can colonies  for  freedom.  We^were 
fighting  for  democracy.  He  was  so 
much  of  an  odious  monarch  that  his 
own  people  cut  off  his  head  and  that 
of  his  queen,  too.  So  he  was  not  exact- 
ly a  Democrat. 

We  have  heard  the  expression  in 
America,  "Any  old  port  in  a  storm." 
We  needed  help,  and  if  a  despotic  king 
could  give  it  to  us,  it  made  it  possible 
for  Yorktown  to  come  to  be  the  end  of 
the  Revolutionary  War.  It  denied 
Comwallis  the  opportunity  to  escape 


from  the  seclusion  in  Washington  that 
forced  him.  It  held  off  the  possible 
British  fleet  interference.  America, 
through  the  aid  of  this  despotic  mon- 
arch, who  was  not  long  after  to  lose 
his  head  because  he  abused  his  own 
people,  it  made  it  possible  for  us  to 
have  our  democracy. 

Remember  Churchill  talked  about, 
"I'd  say  a  few  kind  words  for  the  E>evil 
if  he  would  come  out  against  Hitler." 
And  he  said  some  rather  unkind 
things  about  the  Soviet  Union,  but 
when  the  Soviet  Union  headed  its 
mighty  force  against  the  dastardly 
Hitler,  he  said  some  kind  words  for 
him. 

Give  Savimbi  the  help  that  he  needs 
from  America,  and  I  can  assure  you  he 
will  not  get  any  help  from  South 
Africa. 

Here  is  what  he  says  about  apart- 
heid. 

We  in  UNITA  take  a  back  seat  to  no  one 
in  abhorrence  of  apartheid.  Apartheid  is  an 
evil  system  doomed  to  perish.  However, 
those  seeking  justice  in  South  Africa  cannot 
morally  ignore  the  right  of  Angolans  to 
fight  for  their  own  freedom.  The  charge 
that  UNITA  is  a  "tool  of  South  Africa"  is  ri- 
diculous and  unsubstantiated.  Whom  would 
UNITA  apply  the  apartheid  system  against? 
Would  we  apply  this  system  against  our- 
selves? 

So  here  are  some  people  in  part  of 
black  Africa,  no  elections,  45,000 
Cuban  military  personnel  over  there, 
these  people  from  East  Germany, 
from  North  Korea,  these  mighty  Com- 
munist forces  concentrated  there,  who 
deny  these  people  of  Angola  the  right 
to  be  free,  and  we  are  giving  them  a 
little  help.  And  because  of  some  tacti- 
cal reasons,  we  cannot  ask  Congress' 
full  support.  They  want  to  cut  off  the 
little  help  that  we  are  giving  them. 

That  is  not  the  thing  that  we  ought 
to  do.  Are  we  going  to  stop  all  covert 
aid  all  over  the  Earth?  Who  are  more 
meritorious  than  these  people  over 
there  in  Angola? 

We  passed  the  other  day  sanctions 
against  apartheid  in  South  Africa  be- 
cause they  cannot  vote.  They  do  not 
have  freedom.  These  Africans  in 
Angola  cannot  vote.  They  do  not  haye 
freedom  either,  because  they  are  /in 
the  vice  of  the  Communist  forces  tliat 
have  their  grip  on  this  land.  \ 

So  I  ask  you,  my  colleagues,  let  our 
amendment  be  passed.  Let  us  strike 
this  prohibition  out  of  the  bill.  Let  us 
al'ow  this  little  help  which  is  meaning- 
ful to  these  people  who  are  fighting 
for  their  freedom,  to  continue  to  aid 
them  in  their  struggle  and  promote 
the  likelihood  of  a  negotiated  settle- 
ment or  likelihood  that  possibly  the 
Government  would  be  changed  and  we 
can  have  freedom  on  that  country, 
too.  That,  it  seems  to  me,  would  be  the 
proper  role  of  our  country.  I  hope  we 
will  not  approve  this  prohibition 
under  these  peculiar  and  particular 
circumstances  that  mean  so  much  to 
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these  fighting  people  for  their  own  lib- 
erty and  their  freedoms. 

Mr.  HAMILTON.  Mr.  Chairman.  I 
yield  such  time  as  he  may  consume  to 
the   gentleman   from   Michigan    [Mr. 

BONIOR]. 

Mr.  BONIOR  of  Michigan.  Mr. 
Chairman,  last  week  this  body  over- 
whelmingly voted  tough  sanctions 
against  the  Government  of  South 
Africa.  Today,  we  will  consider  the 
issue  of  covert  aid  to  the  UNITA 
rebels  fighting  in  Angola.  These  issues 
are  two  sides  of  the  same  coin. 

South  Africa  provides  about  90  per- 
cent of  UNITA's  foreign  aid.  Its  mili- 
tary aid  to  Angola  has  totaled  $1  bil- 
lion in  the  past  5  years. 

We  cannot  condemn  the  system  of 
apartheid  one  week  and  endorse  its 
campaign  to  destabilize  southern 
Africa  the  next.  Aid  to  UNITA  is  aid 
to  apartheid,  make  no  mistake  about 
it. 

If  we  vote  today  to  continue  covert 
aid  to  UNITA,  by  striking  section  107 
of  the  intellegence  bill,  we  will  be  tell- 
ing the  world  we  are  not  serious  about 
our  campagin  against  apartheid,  and 
will  be  endorsing  a  wider  war  in  south- 
em  Africa. 

Mr.  HAMILTON.  Mr.  Chairman,  I 
yield  1  minute  to  the  gentleman  from 
Pennsylvania  [Mr.  Gray]. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Chairman,  I  rise  in  opposition  to  the 
Stump  amendment.  Prior  to  additional 
tax  dollars  being  sent  to  UNITA,  we 
must  be  given  the  opportunity  to 
debate  this  issue. 

The  Congress  debated  whether  or 
not  we  should  aid  the  Contras  in  Nica- 
ragua. We  debated  whether  or  not  we 
should  aid  the  non-Communist  resist- 
ance in  Cambodia.  We  debated  wheth- 
er or  not  we  should  aid  the  Mujaha- 
deen  in  Afghanistan. 

Why  shouldn't  we  debate  the  issue 
of  aid  to  UNITA?  Are  we  saying  that  if 
UNITA  is  good  enough  for  South 
Africa,  UNITA  is  good  enough  for  us? 
Because  South  Africa  finds  it  in  its 
best  interests  to  arm  UNITA,  does 
that  automatically  mean  that  it  is  in 
the  best  interests  of  the  United  States 
for  us  to  do  likewise? 

I  urge  my  colleagues  to  be  very  cau- 
tious. 

Just  1  week  ago,  we  voted  over- 
whelmingly to  reduce  our  economic 
ties  with  South  Africa.  Are  we  really 
ready  now  to  increase  our  military  ties 
with  South  Africa? 

We  must  not  walk  into  this  issue 
blindly. 

Some  say  that  we  must  aid  UNITA 
because  this  is  the  only  way  to  get  for- 
eign troops  out  of  Angola. 

No  one  feels  more  strongly  than  I 
that  foreign  troops  must  leave  Angola. 
But  let  us  not  forget  how  the  Cubans 
came  to  be  in  Angola  to  begin  with. 
South  Africa  was  the  first  foreign 
force  to  descend  upon  Angola.  It  was 
in  response  to  South  African  troops 


closing  in  on  Angola's  capitol  in  1976 
that  that  government  issued  an  inter- 
national appeal  for  military  support. 

From  that  day  until  now.  South 
Africa  has  occupied  southern  Angola. 

How  then  will  our  further  strength- 
ening the  UNITA/South  Africa  alli- 
ance cause  the  Cubans  to  go  home? 
This  action  on  our  part  would  only 
deepen  Angola's  reliance  on  foreign 
troops. 

Mr.  Chairman,  I  want  Cuban  troops 
out  of  South  Africa.  And  I  believe  that 
all  of  my  colleagues  here  today  want 
Cuban  troops  out  of  Angola.  But  I  also 
know  that  South  Africa  does  not  want 
Cuban  troops  out  of  South  Africa,  be- 
cause South  Africa  has  stated  quite 
clearly  that  they  will  not  end  their  il- 
legal occupation  of  Namibia  until 
Cuban  troops  leave  Angola,  and  South 
Africa  has  no  interest  in  leaving  Na- 
mibia. 

But  this  is  not  the  issue.  The  issue  is 
whether  or  not  we  have  the  right  to 
debate  further  involvement  with 
UNITA.  I,  for  one,  Mr.  Speaker,  feel 
that  debate  is  crucial. 

Continued  American  aid  to  UNITA 
has  serious  foreign  policy  implications, 
and  has  been  met  with  strong  opposi- 
tion by  the  nations  of  Africa.  Our  pro- 
viding aid  to  UNITA  also  destroys  our 
credibility  as  an  impartial  arbiter  of  a 
settlement  in  Namibia.  Mr.  Chairman, 
the  leader  of  UNITA  has  declared  that 
he  will  destroy  the  American  corpo- 
rate presence  in  Angola.  Clearly  our 
providing  aid  to  UNITA  has  not  been 
thought  through. 

I  urge  my  colleagues  to  debate  the 
implications  of  aid  to  UNITA  fully  and 
openly. 

We  must  defeat  the  Stump  amend- 
ment. 

Mr.  HAMILTON.  Mr.  Chairman.  I 
yield  such  time  as  she  may  consume  to 
the  gentlewoman  from  Illinois  [Mrs. 
Collins]. 

Mrs.  COLLINS.  Mr.  Chairman,  ever 
since  Ronald  Reagan  took  over  the 
White  House,  he  has  been  looking  for 
Communists  to  kill.  Unfortunately,  his 
"shoot  first  and  ask  questions  later" 
attitude  threatens  to  destroy  U.S.  for- 
eign policy. 

The  newest  target  for  President 
Reagan's  guns  is  the  Government  of 
Angola.  Even  though  Angola  is  linked 
to  the  United  States  economically  and 
welcomes  American  business  invest- 
ment, the  President  insists  that 
United  States  interests  will  be  best 
served  by  a  change  in  government. 

Instead  of  the  existing  government, 
the  administration  wants  to  install  the 
rebel  force  of  UNITA,  under  the  lead- 
ership of  Joseph  Savimbi.  One  won- 
ders if  anyone  in  the  White  House  has 
ever  taken  a  close  look  at  Savimbi. 

In  truth,  Joseph  Savimbi  is  no  demo- 
crat, only  a  supreme  opportunist.  A 
former  student  in  Communist  China 
and  a  self -style  Marxist.  Savimbi  origi- 
nally fought  as  a  Communist.  He  only 


began  to  depict  himself  as  a  Western- 
oriented  democrat  in  an  effort  to 
obtain  American  money. 

Recently,  during  the  same  time  he 
was  begging  for  American  money.  Sa- 
vimbi threatened  to  blow  up  Ameri- 
can-owned oil  facilities.  In  this  the 
sort  of  individual  that  will  bring  de- 
mocracy to  Angola  or  who  can  be 
trusted  with  millions  of  United  States 
dollars? 

Savimbi  has  even  allied  his  UNITA 
rebels  with  racist  South  Africa.  Preto- 
ria now  supplies  arms,  training,  fuel, 
and  transport  facilities  to  the  rebels.  A 
call  from  UNITA  is  all  it  takes  to  initi- 
ate South  African  air  strikes  in 
Angola.  The  Afrikaners  are  even  pro- 
viding close  combat  support  for  the 
rebels. 

In  return  for  this  aid,  Savimbi  se- 
cures South  Africa's  borders,  thereby 
releasing  Pretoria's  military  forces  to 
repress  its  black  population.  By  sup- 
porting Savimbi,  the  United  States 
will  be  propping  up  apartheid  repres- 
sion. 

Support  for  UNITA  will  also  destroy 
America's  long-range  interests  in 
Africa.  All  of  the  frontline  states,  and 
almost  every  other  African  nation,  has 
condemned  Savimbi  and  his  UNITA 
rebels.  Funding  for  Savimbi  would 
place  the  United  States  in  a  de  facto 
alliance  with  South  Africa  and  alien- 
ate other  African  nations.  Black  Afri- 
cans would  then  be  forced  to  turn  to 
the  Soviet  Union  for  support.  Such  a 
policy  would  actually  increase  the 
spread  of  communism  in  Africa. 

The  House  Intejligence  Committee 
understood  the  true  nature  of  Sa- 
vimbi. They  prohibited  the  covert 
funding  of  UNITA  rebels  in  section 
107  of  the  intelligence  authorization 
bill.  This  insures  that  any  attempts  to 
fund  UNITA  will  be  subject  to  con- 
gressional debate  and  its  consequences 
fully  considered.  I  urge  my  colleagues 
to  support  human  justice  and  Ameri- 
can interests— reject  any  attempt  to 
delete  section  107. 

Mr.  HAMILTON.  Mr.  Chairman,  I 
yield  the  balance  of  my  time  to  the 
gentleman  from  New  York.  [Mr. 
McHugh]. 

Mr.  McHUGH.  Mr.  Chairman,  I  rise 
in  opposition  to  the  Stump  amend- 
ment and  urge  my  colleagues  to  sup- 
port the  Intelligence  Committee's  in- 
clusion of  section  107  in  this  bill. 

Section  107  would  prohibit  the  fund- 
ing of  military  or  paramilitary  oper- 
ations in  Angola  by  any  agency  of  the 
United  States  involved  in  intelligence 
activities,  unless  such  funding  is 
openly  requested  by  the  President  and 
approved  by  the  Congress.  The  effect 
of  section  107  would  be  to  preclude  the 
President  from  using  funds  authorized 
in  this  bill  for  so-called  covert  oper- 
ations in  Angola. 

In  my  judgment,  and  in  the  judg- 
ment of  a  majority  of  the  Intelligence 
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Committee,  section  107  deserves  your 
support  on  both  procedural  and  policy 
grounds. 

In  this  case,  the  procedural  issue  is 
at  least  as  important  as  the  policy  ar- 
giunent.  It  relates  to  the  question  of 
when  a  President,  acting  alone,  should 
be  able  to  commit  the  United  States  to 
a  fundamentally  new  policy  without 
first  obtaining  congressional  approval. 
More  specifically,  when  should  a  Presi- 
dent be  able  to  circumvent  the  normal 
authorization  and  appropriations  proc- 
ess in  providing  military  aid  to  a  for- 
eign government  or  foreign  forces? 

As  you  know,  Mr.  Chairman,  except 
in  extraordinary  circumstances  the 
President  must  submit  any  request  for 
foreign  assistance  to  Congress  for 
open  consideration,  debate,  and  dispo- 
sition. This  is  because  foreign  policy 
conunitments  are  not  the  sole  province 
of  the  Executive;  they  are  national 
commitments  in  which  the  Congress 
and  our  people  have  a  vital  interest. 
These  fundamental  decisions  are 
shared  responsibilities.  Under  most 
circimistances  they  must  not  be  under- 
taken by  the  President  alone  and  in 
secret. 

Congress  has  recognized,  however, 
that  in  exceptional  cases  the  President 
should  have  the  authority  to  initiate 
covert  operations  abroad  without  prior 
congressional  consideration  and  ap- 
proval. In  such  cases.  Congress  has 
ceded  to  the  President  the  authority 
to  initiate  action  unilaterally  by 
simply  notifying  the  Intelligence  Com- 
mittees of  the  House  and  Senate  of  his 
"finding"  that  the  interests  of  the 
United  States  justify  the  use  of  this 
extraordinary  procedure.  In  such 
cases,  there  is  no  congressional  debate 
and  there  is  no  congressional  vote. 
Indeed,  there  is  no  knowledge  on  the 
part  of  most  Members  of  Congress  or 
the  public  that  the  United  States  has 
been  committed. 

In  this  democracy  that  is  truly  an 
extraordinary  procedure,  and  it  should 
be  used  only  when  the  interests  of  the 
United  States  require  secrecy,  or  re- 
quire "plausible  deniability."  We  can 
all  appreciate  that  in  certain  limited 
cases  the  need  for  secrecy  or  plausible 
deniability  should  override  the  right 
of  Congress  to  participate  in  funda- 
mental policy  decisions.  Indeed,  I 
should  emphasize  that  all  of  us  on  the 
Intelligence  Committee  have  support- 
ed certain  covert  operations  for  those 
very  reasons.  However,  this  is  not  an 
appropriate  case  for  dispensing  with 
congressional  rights  and  responsibil- 
ities, and  that  is  why  the  Intelligence 
Committee  included  section  107  in  this 
bUl. 

In  the  case  of  Angola,  the  President 
himself  has  publicly  disclosed  the  com- 
mitment of  the  United  States  to  the 
Savimbi  forces.  He  and  other  key 
members  of  his  administration  have 
ostentatiously  taken  political  credit 
for  it.  Accordingly,  there  is  no  reason 


for  secrecy  in  this  case,  and  any  denial 
of  involvement  by  our  Government 
now  would  hardly  be  plausible. 

On  November  23,  1985,  in  a  state- 
ment to  the  New  York  Times  regard- 
ing aid  to  Savimbi  the  President  said: 

We  all  believe  that  a  covert  operation 
would  be  more  useful  to  us  and  have  more 
chance  of  success  right  now  than  the  overt 
proposal  that  has  been  made  in  Congress. 

On  December  6,  1985,  Secretary 
Shultz  said  publicly: 

As  far  as  assistance  to  UNITA  and  Mr.  Sa- 
vimbi are  concerned,  as  the  President  has 
said  and  I  have  said,  we  support  those  who 
fight  for  freedom  against  the  Soviet  and 
Communist  regimes  around  the  world,  in- 
cluding Angola.  Our  desire  is  to  support 
them  effectively. 

On  February  6,  1986,  in  his  State  of 
the  Union  Address,  President  Reagan 
again  announced  support  for  Savimbi: 

We  are  moved  by  the  efforts  of  freedom 
fighters  such  as  Jonas  Savimbi  and  the 
members  of  UNITA.  They  deserve  our  sup- 
port in  their  brave  struggle  against  Soviet- 
Cuban  imperialism  in  Angola. 

On  February  18,  1986,  Assistant  Sec- 
retary of  State  for  African  Affairs, 
Chester  Crocker,  proclaimed  to  the 
world  that  the  covert  operation  was 
underway: 

The  decision  has  been  made,  and  the  proc- 
ess is  in  motion. 

Finally,  we  can  all  recall  that  when 
Jonas  Savimbi  visited  Washington  he 
was  received  by  the  administration 
like  a  chief  of  state,  including  a  well- 
photographed  meeting  with  the  Presi- 
dent in  the  Oval  Office.  The  adminis- 
tration orchestrated  a  high-profile 
campaign  of  public  appearances  for 
Mr.  Savimbi  to  demonstrate  its  sup- 
port for  his  cause. 

For  that  same  administration  to 
argue  now  that  an  open  debate  and  de- 
cision by  Congress  would  compromise 
the  covert  nature  of  its  operation  is  lu- 
dicrous on  its  face.  The  covert  nature 
of  this  operation  was  blown  before  it 
began  by  the  Presiaent  and  key  offi- 
cials in  his  administration.  To  insist  on 
covert  procedures  now  is  simply  to 
deny  to  Congress  its  right  and  respons- 
bility  to  participate  in  a  major  policy 
decision. 

Therefore,  whatever  your  views  on 
the  policy  question  may  be— whether 
you  support  aid  to  Savimbi  or  not— the 
policy  decision  should  be  made  in  the 
traditional  way,  just  as  other  impor- 
tant policy  decisions  are  made:  By 
open  deliberation,  debate  and  vote  in 
Congress.  That's  all  that  section  107 
requires,  and  that's  one  reason  why 
the  Stump  amendment  to  delete  it 
should  be  defeated. 

Beyond  this  fundamental  question 
of  procedure,  of  course,  there  is  sub- 
stantive policy  issue:  Does  it  serve  the 
interests  of  the  United  States  to  pro- 
vide military  aid  to  the  Savimbi  forces 
in  Angola?  In  my  view,  it  does  not,  and 
the  Stump  amendment  should  be  re- 
jected on  substantive  grounds  as  well. 


A  succession  of  administrations  has 
said  that  promoting  peaceful  change 
and  stability  in  southern  Africa  is  con- 
sistent with  American  interest.  More 
specifically,  they  have  identified  the 
following  goals  as  paramount  in  the 
pursuit  of  our  legitimate  interests:  A 
peaceful  end  to  apartheid  in  South 
Africa;  independence  for  Namibia;  a 
reduction  of  Soviet  and  Cuban  influ- 
ence as  compared  to  our  own;  and 
meaningful  humsm  and  economic  de- 
velopment as  well  as  the  evolution  of 
democratic  systems  in  the  region. 
These  are  rational  goals,  consistent 
not  only  with  our  own  interests  but  we 
believe  with  the  interests  of  most  Afri- 
cans. They  are  goals  that  the  Ameri- 
can people  can  support.  "But  does  mili- 
tary aid  to  Jonas  Savimbi  advance 
those  goals?  I  think  not. 

It's  clear  that  aiding  Savimbi  ap- 
pears to  put  us  on  the  side  of  the 
white  minority  regime  in  South  Africa, 
the  regime  which  has  been  the  major 
supplier  and  sponsor  of  Savimbi  for 
more  than  10  years.  The  vast  majority 
of  Africans  see  this  policy  as  inconsist- 
ent with  an  end  to  apartheid,  as  incon- 
sistent with  independence  for  Na- 
mibia, as  inconsistent  with  stability 
and  peaceful  change  in  the  region.  As 
black  African  leaders  have  told  us  pub- 
licly and  often,  this  policy  is  seen  as 
United  States  complicity  in  the  poli- 
cies of  South  Africa.  That  can  hardly 
serve  the  interests  of  the  United 
States. 

In  fact,  it  plays  into  the  hands  of  the 
Soviet  Union  and  Cuba,  whose  influ- 
ence we  seek  to  diminish.  It  is  they 
who  seem  to  be  resisting  South  Afri- 
can aggression.  It  is  they  who  seem  to 
be  defending  the  black  majority 
against  the  efforts  of  the  white  minor- 
ity regime  to  destabilllze  the  region 
and  thereby  hold  into  its  power  and 
privileges.  At  a  time  when  our  admin- 
istration resists  sanctions  against  that 
minority  regime  and  supports  its  client 
in  Angola,  it  is  we  who  seem  to  be  re- 
sisting peaceful  change  and  stability. 

And  what  can  we  hope  to  gain  by 
putting  our  country  in  this  position? 
Certainly  not  a  military  victory  in 
Angola.  The  aid  we  are  providing  to 
Savimbi  is  a  mere  fraction  of  what  the 
South  Africans  are  providing,  and  a 
mere  fraction  of  what  the  Soviets  and 
Cubans  are  providing  to  the  Angolan 
Government.  Our  aid  won't  make  a 
difference  on  the  ground;  even  the  ad- 
ministration concedes  that  our  in- 
volvement will  not  tip  the  scales  in  Sa- 
vimbi's  favor.  We  are  therefore  paying 
an  enormous  political  price  in  south- 
em  Africa  for  military  aid  that  will 
have  only  a  marginal  impact  in  the 
conflict. 

The  administration  argues  that  our 
aid  will  serve  to  bring  the  combatants 
to  the  bargaining  table.  That  Is  a 
worthy  goal,  but  is  it  realistic?  Can  we 
really  expect  the  South  Africans  to  ne- 
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gotiate?  Why  should  they  when  they 
have  reason  to  believe  that  the  United 
States  has  now  taken  a  partisan  posi- 
tion—their position?  And  why  should 
the  Angolan  Government  negotiate? 
Isn't  it  more  liltely  that  in  the  face  of 
escalating  military  pressure  it  will 
become  even  more  dependent  on  the 
Soviets  and  Cubans? 

No,  Mr.  Chairman,  this  is  a  losing 
policy.  It  has  no  prospect  of  securing  a 
military  victory  on  the  ground  and  it 
is  politically  costly  to  our  interests  in 
southern  Africa.  The  time  to  call  a 
halt  is  now,  before  it  is  too  late.  Let  us 
bring  our  policy  in  Angola  into  con- 
formity with  our  policy  in  South 
Africa.  Let  us  send  a  consistent  mes- 
sage to  the  people  of  southern  Africa. 
Congress  can't  credibly  vote  to  impose 
sanctions  on  South  Africa  one  week 
and  then  align  itself  with  South  Afri- 
can policies  the  next.  Let  us  cast  our 
lot  today,  clearly  and  unequivocally, 
with  the  majority  in  black  Africa. 
That  is  what  the  American  people 
want,  and  that  is  what  will  best  serve 
American  interests. 

Mr.  Chairman,  I  urge  my  colleagues 
to  reject  any  simplistic  appeal  to  anti- 
communism,  to  reject  anything  but  a 
clear-eyed  appraisal  of  American  inter- 
ests, and  to  reject,  on  both  procedural 
and  substantive  grounds,  the  Stump 
amendment. 

D  1555 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Arizona  [Mr.  Stump]. 

The  question  was  taken;  and  the 
Chairman  announced  that  the  noes 
appeared  to  have  it. 

RECORDED  VOTE 

Mr.  STUMP.  Mr.  Chairman,  I 
demand  a  recorded  vote. 

A  recorded  vote  was  ordered. 

The  vote  was  taken  by  electronic 
device,  and  there  were— ayes  229.  noes 
186.  not  voting  16.  as  follows: 

[RoU  No.  3871 
AYES— 229 


Andrews 

Anthony 

Archer 

Armey 

Badham 

Barnard 

Bartlett 

Barton 

Bateman 

Bentley 

Bereuter 

Biacii 

BUirskis 

BlUey 

Boehlert 

Boos 

Boulter 

Broomfield 

Brown  (CO) 

Bryant 

Burton  (IN) 

Bustamante 

Byron 

r«ii.h«Ti 

Carney 

Carper 

Chandler 

Chapman 


Chappell 

Chappie 

Cheney 

Clinger 

Coats 

Cobey 

Coble 

Coleman  (MO) 

Combest 

Coughlln 

Courter 

Craig 

Crane 

Daniel 

Dannemeyer 

Darden 

Daub 

Davis 

DeLay 

DeWine 

Dickinson 

DioGuardi 

Doman  (CA) 

Dreier 

Duncan 

Dyson 

Eckert  (NY) 

Edwards  (OK) 


Emerson 

English 

Erdreich 

Evans  (lA) 

FasceU 

Fawell 

Fiedler 

Fields 

Franklin 

Frenzel 

Frost 

Fuqua 

Gallo 

Gaydos 

Gekas 

Oilman 

Gingrich 

Glickman 

Goodling 

Gradison 

Green 

Gregg 

Gunderson 

Hall.  Ralph 

Hammerschmidt 

Hansen 

Hatcher 

Hefner 


Henddn 

Henry 

Hiler 

Hillis 

Holt 

Hopkins 

Hubbard 

Huclcaby 

Hunter 

Hutto 

Hyde 

Ireland 

Jenkins 

Johnson 

Jones  (OK) 

Kanjorski 

Kasich 

Kemp 

Kolbe 

Kramer 

Lagomarsino 

Lantos 

Latta 

Lent 

Lewis  (CA) 

Lightfoot 

Lipinski 

Livingston 

Uoyd 

Loefner 

Lott 

Lowery  (CA) 

Lujan 

Lungren 

Mack 

MacKay 

Madigan 

Marlenee 

Martin  (ID 

Martin  (NY) 

McCain 

McCandless 

McCollum 

McCurdy 

McDade 

McEwen 

McGrath 

McKeman 

McMillan 

Meyers 


Ackerman 

Akaka 

Alexander 

Anderson 

Annunzio 

Applegate 

Aspin 

Atkins 

AuCoin 

Barnes 

Bates 

Bedell 

Beilenson 

Bennett 

Herman 

Bevill 

Boner  (TN) 

Bonior(MI) 

Borski 

Bosco 

Boucher 

Boxer 

Brooks 

Brown  (CA) 

Bruce 

Carr 

Coelho 

Coleman  (TX) 

Collins 

Conte 

Conyers 

Cooper 

Coyne 

Crockett 

Daschle 

de  la  Garza 

Dell  urns 

Derrick 

Dicks 

Dlngell 

Dixon 

Donnelly 

Dorgan(ND) 


Mica 

Michel 

Miller  (OH) 

Miller  (WA) 

Molinari 

Mollohan 

Monson 

Montgomery 

M(x>rhead 

Morrison  (WA) 

Murtha 

Myers 

Natcher 

Nelson 

Nichols 

Nielson 

Ortiz 

Oxley 

P"ackard 

Parris 

Pashayan 

Pepper 

Petri 

Pickle 

Porter 

Pursell 

Quillen 

Ray 

Regula 

Ridge 

Rinaldo 

Ritter 

Roberts 

Robinson 

Rogers 

Roth 

Roukema 

Rowland  (CT) 

Rowland  (GA) 

Rudd 

Sax  ton 

Schaefer 

Schuette 

Schulze 

Sensenbrenner 

Shaw 

Shelby 

Shumway 

Shuster 

Siljander 

NOES- 186 

Dowdy 

Downey 

Durbin 

Dwyer 

Dymally 

Early 

Eckart(OH) 

Edgar 

Edwards  (CA) 

Evans  (ID 

Fazio 

Feighan 

Fish 

Florio 

Foglietta 

Foley 

Ford  (MI) 

Prank 

Garcia 

Gejdenson 

Gephardt 

Gibbons 

Gonzalez 

Gordon 

Gray  (ID 

Gray  (PA) 

Guarini 

Hall  (OH) 

Hamilton 

Hawkins 

Hayes 

Hertel 

Horton 

Howard 

Hoyet^ 

Hughes 

Jacobs 

Jeffords 

Jones  (NO 

Jones  (TN) 

Kaptur 

Kastenmeier 

Kennelly 


Skeen 
Skelton 
Slaughter 
Smith  (FD 
Smith  (NE) 
Smith  (NJ) 
Smith,  Denny 

(OR) 
Smith.  Robert 

(NH) 
Smith.  Robert 

(OR) 
Snowe 
Snyder 
Solomon 
Spence 
Stallings 
Stangeland 
Stenholm 
Strang 
Stratton 
Stump 
Sundquist 
Sweeney 
Swindall 
Tallon 
Tauke 
Tauzin 
Taylor 
Thomas  (CA) 
Thomas  (GA) 
Valentine 
Vander  Jagt 
Volkmer 
Vucanovich 
Walker 
Watkins 
Weber 
Whitehurst 
Whittaker 
Whitten 
Wilson 
Wolf 
Wortley 
Wylie 
Yatron 
Young  (AK) 
Young  (FD 


Kildee 

Kleczka 

Kolter 

Kostmayer 

LaFalce 

Leach  (lA) 

Leath  (TX) 

Lehman  (CA) 

Lehman  (FD 

Leland 

Levin  (MI) 

Levine  (CA) 

Long 

Lowry  (WA) 

Luken 

Lundine 

Man  ton 

Markey 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCloskey 

McHiigh 

McKinney 

MikuUki 

Miller  (CA) 

Mineta 

Mitchell 

Moakley 

Moody 

Morrison  (CT) 

Mrazek 

Murphy 

Neal 

Nowak 

Oakar 

Oberstar 

Obey 

Olm 

Owens 

Panetta 

Pease 


Penny 

Perkins 

Price 

Rahall 

Range! 

Reid 

Richardson 

Rcxlino 

Roemer 

Rose 

Rostenkowski 

Roybal 

Russo 

Sabo 

Savage 

Scheuer 

Schneider 

Schroeder 

Schumer 


Seiberllnc 

Sharp 

Slkorskl 

Sisisky 

Slattery 

Smith  (lA) 

Solarz 

Spratt 

St  Germain 

Staggers 

Stark 

Stokes 

Studds 

Swift 

Synar 

Torres 

Torricelli 

Towns 

Traficant 


Trmzler 

DdaU 

Vento 

Vlaclocky 

Waldon 

Walgren 

Waxman 

Weaver 

Weiss 

Wheat 

WhiUey 

WUllams 

Wirth 

Wise 

Wolpe 

Wright 

Wyden 

Yates 

Young  (MO) 


NOT  VOTlNG-16 


Boland 

Honker 

Hreaux 

Burton  (CA) 

Campbell 

Clay 


Flippo 

Pord(TN) 

Fowler 

Grotberg 

Hartnett 

Kindness 
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Lewis  (FD 
M(X)re 
Roe 
Zschau 


The  Clerk  announced  the  following 
pairs: 
On  this  vote: 

Mr.  Kindness  for,  with  Mr.  Bonker 
against. 

Mr.  Campbell  for,  with  Mr.  Ford  of  Ten- 
nessee against. 

Mr.  Lewis  of  Florida  for.  with  Mr.  Clay 
against. 

Mr.  Hartnett  for,  with  Mr.  Boland  against. 

So  the  amendment  was  agreed  to. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

The  CHAIRMAN.  Under  the  rule, 
the  Committee  rises. 

Accordingly  the  Committee  rose; 
and  the  Speaker  pro  tempore  (Mr. 
MiNETA)  having  assumed  the  chair. 
Mr.  MuRTHA,  Chairman  of  the  Com- 
mittee of  the  Whole  House  on  the 
State  of  the  Union,  reported  that  that 
Committee,  having  had  under  consid- 
eration the  bill  (H.R.  4759)  to  author- 
ize appropriations  for  fiscal  year  1987 
for  intelligence  and  intelligence-relat- 
ed activities  of  the  U.S.  Government, 
the  intelligence  community  staff,  and 
the  Central  Intelligence  Agency  retire- 
ment and  disability  system,  and  for 
other  purposes  pursuant  to  House 
Resolution  545,  he  reported  the  bill 
back  to  the  House  with  sundry  amend- 
ments adopted  by  the  Committee  of 
the  Whole. 

The  SPEAKER  pro  tempore.  Under 
the  rule,  the  previous  question  is  or- 
dered. 

The  amendments  recommended  by 
the  Permanent  Select  Committee  on 
Intelligence  and  the  Committee  on 
Post  Office  and  Civil  Service,  now 
printed  in  the  reported  bill,  are  consid- 
ered as  having  been  adopted. 

Is  a  separate  vote  demanded  on  any 
other  amendment? 

If  not.  the  Chair  will  put  them  en- 
gross. 

The  amendments  were  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the 
third  time,  and  passed,  and  a  motion 
to  reconsider  was  laid  on  the  table. 
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GENERAL  LEAVE 

Mr.  HAMILTON.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
bill  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Indiana? 

There  was  no  objection. 
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FEDERAL  INSECTICIDE.  FUNGI- 
CIDE, AND  RODENTICIDE  ACT 
AMENDMENTS  OF  1986 

"Mr.  FROST.  Mr.  Speaker,  by  direc- 
tion of  the  Committee  on  Rules,  I  call 
up  House  Resolution  536  and  ask  for 
its  immediate  consideration. 

The  Clerk  read  the  resolution,  as  fol- 
lows: 

H.  Res.  536 

Resolved,  That  at  any  time  after  the  adop- 
tion of  this  resolution  the  Speaker  may, 
pursuant  to  clause  Kb)  of  rule  XXIII.  de- 
clare the  House  resolved  into  the  Commit- 
tee of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H.R. 
2482)  to  amend  the  Federal  Insecticide, 
Fungicide,  and  Rodenticide  Act,  and  for 
other  purposes,  and  the  first  reading  of  the 
bill  shall  be  dispensed  with.  After  general 
debate,  which  shall  be  confined  to  the  bill 
and  to  the  amendment  made  in  order  by 
this  resolution  and  which  shall  continue  not 
to  exceed  one  hour,  to  be  equally  divided 
and  controlled  by  the  chairman  and  ranking 
minority  member  of  the  Committee  on  Agri- 
culture, the  bill  shall  be  read  for  amend- 
ment under  the  five-minute  rule.  In  lieu  of 
the  amendment  in  the  nature  of  a  substi- 
tute recommended  by  the  Committee  on  Ag- 
riculture now  printed  in  the  bill,  it  shall  be 
in  order  to  consider  an  amendment  in  the 
nature  of  a  substitute  consisting  of  the  text 
of  the  bill  H.R.  5440  as  an  original  bill  for 
the  purpose  of  amendment  under  the  five- 
minute  rule,  said  substitute  shall  be  consid- 
ered for  amendment  by  titles  instead  of  by 
sections  and  each  title  shall  be  considered  as 
having  been  read,  and  all  points  of  order 
against  said  substitute  for  failure  to  comply 
with  the  provisions  of  clause  7  of  rule  XVI 
and  clause  5(a)  of  rule  XXI  are  hereby 
waived.  No  amendment  to  titles  I  through  X 
of  said  substitute  shall  be  in  order  except 
germane  amendments  printed  in  the  Con- 
gressional Record  and  pro  forma  amend- 
ments for  the  purpose  of  debate.  No  amend- 
ment which  changes,  affects,  or  modifies 
title  XI  of  said  substitute  shall  be  in  order 
In  the  House  or  in  the  Committee  of  the 
Whole  except  the  amendment  contained  In 
the  report  of  the  Committee  on  Rules  on 
this  resolution,  if  offered  by  Representative 
Roberts  of  Kansas  or  his  designee,  and  all 
point£  of  order  against  said  amendment  for 
failure  to  comply  with  the  provisions  of 
clause  7  of  rule  XVI  are  hereby  waived. 
After  the  disposition  of  said  amendment,  no 
further  amendment  to  the  substitute  shall 
be  in  order,  the  question  shall  occur  on  the 
substitute,  the  Committee  shall  rise  and 
report  the  bill  to  the  House  with  such 
amendments  as  may  have  been  adopted,  and 
any  Member  may  demand  a  separate  vote  in 
the  House  on  any  amendment  adopted  in 
the  Committee  of  the  Whole  to  the  bill  or 
to  the  amendment  in  the  nature  of  a  substi- 
tute made  in  order  as  original  text  by  this 
resolution.  The  previous  question  shall  be 


considered  as  ordered  on  the  bill  and 
amendments  thereto  to  final  passage  with- 
out intervening  motion  except  one  motion 
to  recommit  with  or  without  instructions. 

D  1630 

The  SPEAKER  pro  tempore  (Mr. 
MiNETA).  The  gentleman  from  Texas 
[Mr.  Frost]  is  recognized  for  1  hour. 

Mr.  FROST.  Mr.  Speaker,  for  pur- 
poses of  debate  only,  I  yield  30  min- 
utes to  the  gentleman  from  Missouri 
[Mr.  Taylor],  pending  which  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  House  Resolution  536 
is  a  modified  open  rule  providing  for 
the  consideration  of  H.R.  2482,  a  bill 
amending  the  Federal  Insecticide. 
Fungicide,  and  Rodenticide  Act  and  re- 
authorizing the  programs  under  the 
act  for  5  fiscal  years. 

The  rule  provides  for  1  hour  of  gen- 
eral debate  on  the  bill,  as  well  as  on 
H.R.  5440,  and  that  the  hour  is  to  be 
equally  divided  and  controlled  by  the 
chairman  and  ranking  minority 
member  of  the  Conunittee  on  Agricul- 
ture. Mr.  Speaker,  for  clarification,  I 
would  like  to  point  out  to  my  col- 
leagues that  H.R.  5440  is  the  successor 
bill  to  H.R.  2482  which  was  reported 
with  an  amendment  in  the  nature  of  a 
substitute  by  the  Committee  on  Agri- 
culture by  a  vote  of  41  to  1  on  June  1, 
1986.  H.R.  5440  is  identical  to  the 
amendment  in  the  nature  of  a  substi- 
tute reported  by  the  Committee  on 
Agriculture  except  for  the  rearrange- 
ment of  two  sections  of  the  reported 
bill.  This  change,  which  resulted  in 
the  creation  of  a  new  title  XI  in  the 
successor  bill,  was  made  in  order  to  ac- 
commodate an  agreement  reached  be- 
tween the  Conunittee  on  Agriculture 
and  the  Committee  on  Energy  and 
Commerce  regarding  provisions  con- 
tained in  H.R.  2482  which  fall  within 
the  jurisdiction  of  the  Committee  on 
Energy  and  Commerce. 

Therefore,  Mr.  Speaker,  the  Com- 
mittee on  Rules,  in  order  to  facilitate 
the  agreement  reached  between  these 
two  committees  of  jurisdiction,  has 
reconunended  a  rule  providing  that,  in 
lieu  of  the  amendment  in  the  nature 
of  a  substitute  which  was  recommend- 
ed by- the  Committee  on  Agriculture 
and  is  now  printed  in  H.R.  2482,  that  it 
shall  instead  be  in  order  to  consider  as 
an  amendment  in  the  nature  of  a  sub- 
stitute the  text  of  the  successor  bill, 
H.R.  5440,  and  the  text  of  that  bill 
shall  be  considered  as  original  text  for 
the  purpose  of  amendment  tmder  the 
5-minute  rule.  The  rule  further  pro- 
vides that  the  new  substitute  shall  be 
considered  for  amendment  by  title 
rather  than  by  sections  and  that  each 
title  of  the  substitute  shall  be  consid- 
ered as  having  been  read.  And,  Mr. 
Speaker,  all  points  of  order  against 
the  substitute  for  failure  to  comply 
with  the  provisions  of  clause  7,  rule 
XVI.  the  germaneness  rule,  and  clause 
5(a)  of  rule  XXI.  which  prohibits  the 


consideration  of  appropriations  in  a 
legislative  bill,  are  waived  in  the  rule. 
Mr.  Speaker,  because  this  bill  is  com- 
plex and  far  reaching  and  deals  with  a 
subject  matter  of  a  highly  technical 
nature,  and  because  it  has  been  report- 
ed from  the  Committee  on  Agriculture 
after  several  years  of  work  developing 
legislation  that  balances  the  concerns 
of  chemical  and  pesticide  manufactur- 
ers, environmental,  consumer,  and 
labor  groups,  as  well  as  farm  organiza- 
tions, the  Committee  on  Rules  has  rec- 
ommended a  modified  open  rule. 

Under  the  provisions  of  House  Reso- 
lution 536,  no  amendment  to  titles  I 
through  X  will  be  in  order  except 
those  germane  amendments  which 
have  been  printed  in  the  Congression- 
al Record  prior  to  consideration  of 
the  substitute.  The  Committee  on 
Rules  recommends  this  procedure  in 
order  that  amendments  to  this  com- 
plex and  technical  legislation  cam  be 
examined  prior  to  floor  consideration. 
Such  a  procedure  is  not  unusual;  the 
Committee  on  Rules  believes  that 
prior  examination  of  amendments  to 
the  substitute  will  enable  the  House  to 
act  on  this  legislation  in  a  careful  yet 
expeditious  manner.  The  rule  also 
makes  in  order  pro  forma  amend- 
ments, for  the  purpose  of  debate,  to 
titles  I  through  X. 

Amendments  to  title  XI,  however, 
are  restricted  in  the  rule.  As  my  col- 
leagues will  recall.  H.R.  5440  was  in- 
troduced as  a  result  of  the  agreement 
reached  between  the  Committee  on 
Agriculture  and  the  Committee  on 
Energy  and  Commerce.  Because  sec- 
tion 307  of  the  amendment  in  the 
nature  of  a  substitute  to  H.R.  2482 
amends  the  Food,  Drug  and  Cosmetic 
Act  rather  than  the  Federal  Insecti- 
cide, Fungicide  and  Rodenticide  Act, 
that  section  lies  within  the  jurisdic- 
tion of  the  Committee  on  Energy  and 
Commerce  and  is  also  nongermane  to 
the  text  of  H.R.  2482  as  introduced. 
Section  307,  as  recommended  by  the 
Committee  on  Agriculture,  amends  the 
Food,  Drug  and  Cosmetic  Act  with  re- 
spect to  tolerances  for  pesticide  resi- 
dues on  food  products  and  the  Com- 
mittee on  Energy  and  Commerce  was 
concerned  that  since  the  nongermane 
provision  would  be  protected  in  the 
rule,  other  amendments  to  the  Food, 
Drug  and  Cosmetic  Act,  which  are 
nongermane  to  the  FIFRA  reauthor- 
ization but  are  germane  to  the  Food, 
Drug  and  Cosmetic  Act  could  be  con- 
sidered during  the  amendment  proc- 
ess. The  Committee  on  Agriculture, 
recognizing  the  jurisdictional  concerns 
of  the  Committee  on  Energy  and  Com- 
merce, agreed  to  place  section  307  in  a 
new  and  separate  title  in  H.R.  5440 
and  agreed  to  a  limitation  on  amend- 
ments to  that  title. 

As  a  result,  the  rule  provides  that 
the  only  amendment  in  order  to  title 
XI  is  an  amendment  to  be  offered  by 
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Representative  Roberts  of  Kansas,  or 
his  designee,  but  the  rule  also  allows 
for  amendments  to  the  Roberts 
amendment.  The  text  of  Mr.  Roberts' 
amendment  is  printed  in  the  report  of 
the  Committee  on  Rules  accompany- 
ing the  resolution  now  under  consider- 
ation. The  rule  also  waives  points  of 
order  against  the  Roberts  amendment 
for  failure  to  comply  with  the  provi- 
sions on  clause  7,  rule  XVI,  the  ger- 
maneness rule. 

As  a  point  of  further  explanation. 
Mr.  Speaker,  it  should  be  noted  that 
the  Roberts  amendment,  which  pro- 
vides for  a  uniform  national  tolerance 
standard  for  pesticide  residue  on  food 
products,  was  offered  and  agreed  to 
during  the  markup  on  H.R.  2482  by 
the  Committee  on  Agriculture.  Howev- 
er, because  inclusion  of  the  amend- 
ment in  a  reported  bill  would  have 
most  likely  resulted  in  a  sequential  re- 
ferral of  H.R.  2482  to  the  Committee 
on  Energy  and  Commerce,  the  amend- 
ment was  removed  from  the  bill  on  re- 
consideration. Under  the  agreement 
reached  by  the  Committee  on  Agricul- 
ture and  the  Committee  on  Energy 
and  Commerce,  the  Roberts  amend- 
ment has  been  specifically  made  in 
order  to  title  XI  of  H.R.  5440  and 
amendments  to  the  Roberts  amend- 
ment may  be  offered  and  considered. 

Mr.  Speaker,  the  Committee  on 
Rules  considers  the  rule  it  recom- 
mends to  the  House  to  be  a  fair  and 
equitable  rule  for  the  consideration  of 
this  legislation.  It  will  allow  germane 
amendments  to  those  portions  of  the 
bill  under  the  sole  jurisdiction  of  the 
Committee  on  Agriculture  while  re- 
stricting the  offering  of  amendments 
to  the  portion  of  the  bill  under  the  ju- 
risdiction of  the  Committee  on  Energy 
and  Commerce.  The  terms  of  debate 
and  amendment  in  the  rule  were  de- 
veloped on  a  bipartisan  basis  and  satis- 
fy the  committees  of  jurisdiction. 

Mr.  Speaker,  the  rule  also  provides 
that  after  the  disposition  of  the  Rob- 
erts amendment  and  amendments 
thereto,  that  no  further  amendment 
to  the  substitute  will  be  in  order  and 
that  the  question  shall  occur  on  the 
substitute.  The  rule  provides  that 
after  the  question  on  the  substitute  is 
put  that  the  Committee  of  the  Whole 
shall  rise  and  report  the  bill  to  the 
House  with  such  amendments  as  may 
have  been  adopted  to  the  bill  or  to  the 
amendment  in  the  nature  of  a  substi- 
tute made  in  order  as  original  text  by 
this  rule.  Finally,  the  rule  provides 
that  the  previous  question  shall  be 
considered  as  ordered  on  the  bill  and 
amendments  thereto  to  final  passage 
without  intervening  motion  except  one 
motion  to  recommit  with  or  without 
instructions. 

Mr.  Speaker.  H.R.  2482  extends  the 
authorization  of  FIFRA  for  ^5  years 
and  substantially  amends  the  act  to 
improve  the  pesticide  approval  proc- 
ess, strengthen  provisions  that  protect 


the  public,  make  health  and  safety 
data  on  pesticides  available,  and  pro- 
vide for  an  efficient  and  equitable  reg- 
ulatory program  for  producers  and  dis- 
tributors of  pesticides.  As  I  noted  to 
my  colleagues,  this  bill  is  the  result  of 
many  years  of  hard  bipartisan  work  in 
which  the  concerns  of  the  public,  man- 
ufacturers, and  users  of  pesticides 
were  addressed.  I  urge  my  colleagues 
to  adopt  this  rule  in  order  that  the 
House  may  proceed  to  the  consider- 
ation of  H.R  2482.  I  believe  this  bill  is 
meritorious  legislation  and  should  be 
passed  by  the  House  in  order  that  it 
may  be  presented  to  the  President  for 
his  signature  prior  to  the  adjournment 
of  this  Congress. 

Mr.  TAYLOR.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  House  Resolution  536 
is  a  modified  rule  under  which  the 
House  will  consider  a  major  overhaul 
of  the  Nation's  pesticide  control  law, 
the  Federal  Insecticide,  Fungicide,  and 
Rodenticide  Act. 

This  rule  provides  an  orderly  proce- 
dure for  consideration  of  H.R.  2482. 
The  rule  makes  in  order  an  amend- 
ment in  the  nature  of  a  substitute  for 
H.R.  2482,  consisting  of  the  text  of 
H.R. 5440. 

As  the  gentleman  from  Texas  [Mr. 
Frost]  explained,  H.R.  5440  is  identi- 
cal to  the  amendment  in  the  nature  of 
a  substitute  that  was  reported  from 
the  Committee  on  Agriculture,  except 
that  two  sections  of  the  reported  bill 
are  rearranged  in  H.R.  5440. 

Mr.  Speaker,  the  bill  reported  from 
the  Committee  on  Agriculture  is  a 
comprehensive  revision  of,  the  law 
under  which  pesticides  are  registered 
by  the  Environmental  Protection 
Agency  to  ensure  that  they  do  not 
pose  health  or  environmental  hazards. 

The  legislation  sets  new  deadlines 
for  EPA  to  accelerate  health  testing 
and  reregistration  of  some  600  basic 
chemicals  used  to  make  pesticides,  to 
determine  if  they  should  remain  on 
the  market. 

The  bill  imposes  fees  on  pesticide 
manufacturers  to  help  defray  the 
processing  costs  of  the  speedier  rereg- 
istration program. 

Mr.  Speaker,  the  1985  amendments 
to  the  Federal  Insecticide,  Fungicide, 
and  Rodenticide  Act  are  vitally  impor- 
tant to  our  Nation's  farm  economy 
and  to  our  farm  producers.  The  bill 
also  will  have  far-reaching  effects  on 
those  who  manufacture  our  food  prod- 
ucts. 

Mr.  Speaker,  the  Committee  on  Ag- 
riculture recognized  the  impact  Feder- 
al regulation  of  agricultural  pesticides 
has  on  our  Nation's  farmers  by  includ- 
ing in  the  bill  provisions  that  increase 
liability  protection  for  farmers  who 
follow  federally  approved  label  direc- 
tions in  applying  pesticides. 

Mr.  Speaker,  this  rule  is  designed  to 
fit  a  rather  unusual  parlimentary  situ- 
ation that  arose   during  markup  of 


H.R.  2482  in  the  Committee  on  Agri- 
culture. 

The  rule  makes  the  text  of  H.R. 
5440  in  order  as  original  text  for  the 
purpose  of  amendment.  The  new  sub- 
stitute will  be  considered  for  amend- 
ment by  titles  rather  than  by  sections. 

The  rule  accommodates  an  agree- 
ment reached  between  the  Committee 
on  Agriculture  and  the  Committee  on 
Energy  and  Commerce,  regarding  pro- 
visions originally  approved  by  the 
Committee  on  Agriculture  in  H.R. 
2482  that  fall  within  the  legislative  ju- 
risdiction of  the  Committee  on  Energy 
and  Commerce. 

Under  the  agreement  between  the 
two  legislative  committees,  the  provi- 
sions approved  by  the  Agricultural 
Committee  that  are  within  the  juris- 
diction of  the  Energy  and  Commerce 
Committee  now  appear  as  title  XI  of 
H.R.  5400. 

Under  the  terms  of  the  rule,  titles  I 
through  X  of  the  new  substitute— H.R. 
5440— will  be  open  to  germane  amend- 
ments which  have  been  printed  in  the 
Congressional  Record. 

Mr.  Speaker,  this  printing  require- 
ment for  amendments  was  approved 
by  the  Committee  on  Rules  because  of 
the  complex  nature  of  the  bill  and  the 
need  of  the  Committee  on  Agriculture 
to  have  adequate  time  to  examine 
amendments  prior  to  floor  consider- 
ation. 

Under  this  rule,  amendments  to  title 
XI  of  the  substitute— H.R.  5440— are 
restricted  to  an  amendment  by  the 
gentleman  from  Kansas,  Mr.  Roberts, 
which  is  printed  in  the  Rules  Commit- 
tee report  on  House  Resolution-536. 

Mr.  Speaker,  the  rule  satisfies  the 
primary  concern  expressed  by  the  gen- 
tleman from  Kansas  [Mr.  Roberts] 
when  he  testified  before  the  Commit- 
tee on  Rules  prior  to  the  August 
break. 

The  gentleman  asked  that  his 
amendment  be  specifically  made  in 
order  and  that  all  points  of  order  be 
waived  on  the  germaneness  of  his 
amendment.  The  rule  does  exactly 
that. 

Mr.  Speaker,  I  support  this  rule  be- 
cause it  includes  the  Roberts  amend- 
ment relating  to  tolerances  for  pesti- 
cide residues  in  food  products.  The 
amendment  is  cosponsored  by  a  bipar- 
tisan group  of  Members,  and  was  ini- 
tially approved  by  the  Committee  on 
Agriculture  by  a  vote  of  30  to  9, 

The  Roberts  amendment  establishes 
a  system  of  national  uniformity  for 
pesticide  residues  and  is  designed  to 
ensure  the  orderly  marketing  of  agri- 
cultural commodities. 

Mr.  Speaker,  I  strongly  support  the 
Roberts  amendment.  The  Governor  of 
my  State  of  Missouri  supports  the 
Roberts  amendment,  because  it  allows 
the  States  to  petition  the  Federal  Crov- 
emment  for  acceptance  of  a  State  re- 
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quirement  or  prohibition  regarding 
pesticide  residues. 

In  order  to  accommodate  the  agree- 
ment reached  between  the  two  com- 
mittees and  also  fulfill  the  request  of 
the  gentleman  from  Kansas,  the  gen- 
tleman's amendment  will  open  to  fur- 
ther amendment. 

Mr.  Speaker,  the  rule  provides  that 
after  the  disposition  of  the  Roberts 
amendment,  no  further  amendment  to 
the  substitute  will  be  in  order. 

Mr.  Speaker,  I  urge  my  colleagues  to 
adopt  this  rule  so  the  House  may  take 
up  this  important  legislation. 

D  1640 

Mr.  WALKER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  TAYLOR.  I  yield  to  the  gentle- 
man from  Pennsylvania. 

Mr.  WALKER.  Mr.  Speaker,  I  thank 
the  gentleman  for  yielding. 

It  is  my  undrstanding,  under  the 
rule,  while  the  Roberts' amendment  is 
made  in  order,  any  other  amendments 
to  be  considered  would  have  to  be 
printed  in  the  Record  prior  to  consid- 
eration of  the  Roberts  amendment,  is 
that  correct? 

Mr.  TAYLOR.  That  is  correct. 

Mr.  WALKER.  Furthermore,  that  if 
the  amendment  process  were  to  start 
today,  since  this  was  not  common 
knowledge,  that  we  would  not  be  able 
then  to  consider  any  amendments  that 
were  not  printed  in  the  Record  prior 
to  today  that  people  might  have  in 
mind  but  did  not  realize  that  require- 
ment; is  that  correct? 

Mr.  TAYLOR.  Under  the  provisions 
of  the  rule,  the  gentleman  is  correct. 

Mr.  WALKER.  So  If,  in  fact,  we 
want  to  make  certain  that  Members  do 
have  a  chance  to  offer  their  amend- 
ments, they  could  put  them  in  the 
Congressional  Record  yet  today  if 
the  amendment  process  began  tomor- 
row under  the  rule,  is  that  correct? 

Mr.  TAYLOR.  The  gentleman  is  cor- 
rect. 

Mr.  WALKER.  I  thank  the  gentle- 
man. 

Mr.  TAYLOR.  Mr.  Speaker,  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

Mr.  FROST.  Mr.  Speaker,  I  have  no 
further  requests  for  time.  I  yield  back 
the  balance  of  my  time,  and  I  move 
the  previous  question  on  the  resolu- 
tion. 

The  previous  question  was  ordered. 

The  SPEAKER  pro  tempore  (Mr. 
MiNETA).  The  question  is  on  the  reso- 
lution. 

The  question  was  taken;  and  the 
Speaker  pro  tempore  armounced  that 
the  ayes  appeared  to  have  it. 

Mr.  WALKER.  Mr.  Speaker,  I  object 
to  the  vote  on  the  groimd  that  a 
quonun  is  not  present  and  make  the 
point  of  order  that  a  quorum  is  not 
present. 

The  SPEIAKER  pro  tempore.  Evi- 
dently a  quorum  is  not  present. 


The  Sergeant  at  Arms  will  notify 
absent  Members. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  390,  nays 
15,  not  votijig  26,  as  follows: 
[Roll  No.  3881 
YEAS-390 

Kemp 

Kennelly 

Kildee 

Kleczka 

Kolbe 

Kolter 

Kostmayer 

Kramer 

LaFalce 

Lagomarsino 

Lantos 

Latta 

Leach  (lA) 

Leath  (TX) 

Lehman  (CA) 

Lehman  (FL) 

Leland 

Lent 

Levin  (MI) 

Levine  (CA) 

Lewis  (CA) 

Lighlfool 

Lipinski 

Livingston 

Lloyd 

Loeffler 

Long 

Lett 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

Lungren 

Mack 

.MacKay 

Madigan 

Manton 

Markey 

Marlenee 

Martin  'ID 

Martin  (NY) 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCain 

McCandless 

McCloskey 

McCurdy 

McDade 

McEwen 

McGrath 

McHugh 

McKeman 

McKinney 

McMillan 

Meyers 

Mica 

Michel 

Mikulski 

Miller  (CA) 

Miller  (OH) 

Miller  (WA) 

Minela 

Mitchell 

Moakley 

Molinari 

Mollohan 

Montgomery 

Moody 

Moorhead 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Murphy 

Murtha 

Myers 

Natcher 

Neal 

Nelson 

Nowak 

Oakar 

Oberstar 

Obey 

Olin 


Ackerman 

Downey 

Akaka 

Duncan 

Alexander 

Durbin 

Anderson 

Dwyer 

Andrews 

Dymally 

Annunzio 

Dyson 

Anthony 

Early 

Applegate 

Eckart  (OH) 

Archer 

Eckert(NY) 

Aspin 

Edgar 

Atkins 

Edwards  (CA) 

AuCoin 

Edwards  (OK) 

Badham 

Emerson 

Barnard 

English 

Barnes 

Erdreich 

Bartlett 

Evans  (lA) 

Barton 

Evans  (ID 

Bateman 

Fascell 

Bates 

Fawell 

Bedell 

Fazio 

Beilenson 

Feighan 

Bennett 

Fiedler 

Bentley 

Fields 

Bereuter 

Florio 

Berman 

Foglietta 

Bevill 

Foley 

Blaggi 

Ford  (MI) 

Bliley 

Frank 

Boehlert 

Franklin 

Boggs 

Frenzel 

Boner  iTN) 

Frost 

Borski 

Fuqua  ' 

Bosco 

Callo 

Boucher 

Garcia 

Boulter 

Gaydos 

Boxer 

GejderBon 

Brooks 

Gephardt 

Brown  (CA) 

Gibbons 

Bruce 

Oilman 

Bryant 

Gingrich 

Bustamante 

Glickman 

Byron 

Gonzalez 

Callahan 

Goodling 

Carney 

Gordon 

Carper 

Gradison 

Carr 

Gray  (ID 

Chandler 

Gray  (PA) 

Chapman 

Green 

Chappell 

Gregg 

Chappie 

Guarini 

Cheney 

Gunderson 

dinger 

Hall  (OH) 

Coats 

Hall.  Ralph 

Cobey 

Hamilton 

Coble 

Hammerschmidt 

Coelho 

Hansen 

Coleman  (MO) 

Hatcher 

Coleman  (TX) 

Hawkins 

Collins 

Hayes 

Combest 

Hendon 

Conte 

Henry 

Cooper 

Hertel 

Coughlin 

Hiler 

Courier 

Hillis 

Coyne 

Holt 

Craig 

Hopkins 

Crockett 

Horton 

Daniel 

Howard 

Dannemeyer 

Hoyer 

Darden 

Hubbard 

Daschle 

Huckaby 

Daub 

Hughes 

Davis 

Hunter 

de  la  Garza 

Hutto 

Dellums 

Ireland 

Derrick 

Jacobs 

DeWine 

Jeffords 

Dickinson 

Jenkins 

Dicks 

Johnson 

Dingell 

Jones  (NO 

DioGuardi 

Jones  (OK) 

Dixon 

Jones  (TN) 

Donnelly 

Kanjorski 

Dorgan  (ND) 

Kaptur 

Doman  (CA) 

Kasich 

Dowdy 

Kastenmeier 

Ortiz 

Owens 

Oxley 

Packard 

PanetU 

Parris 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Petri 

Pickle 

Porter 

Price 

Pursell 

Quillen 

Rahall 

Rangel 

Ray 

Regula 

Reid 

Richardson 

Ridge 

Rinaldo 

Ritter 

Roberts 

Robinson 

Roe 

Roemer 

Rogers 

Rose 

Rostenkowski 

Roth 

Roukema 

Rowland  iCT) 

Rowland  (GA) 

Roybal 

Rudd 

Russo 

Sabo 

Savage 

Saxton 

Scheuer 

Schneider 


Armey 

Bilirakis 

BrowTi(CO) 

Burton  (IN) 

Crane 

DeLay 


Schroeder 
Schuette 
Schuize 
Schumer 

Seiberling 

Sensenbrenner 

Sharp 

Shaw 

Shelby 

Shumway 

Shuster 

Sikorski 

Siljander 

Sisisky 

Skeen 

Skelton 

Slattery 

Slaughter 

Smith  (lA) 

Smith  (NE) 

Smith  (NJ) 

Smith.  Denny 

(OR) 
Smith.  Robert 

(OR) 
Snowe 
Snyder 
Solarz 
Solomon 
Spence 
Spratt 
St  Germain 
Staggers 
Stall  ings 
Stangeland 
Stark 
Stenholm 
Stokes 
Stratton 
Studds 
Stump 
Sundquist 
Sweeney 
Swift 
Swindall 

NAYS- 15 

Dreier 

Gekas 

McCollum 

Monson 

Nielson 

Schaefer 


Synar 

TaUon 

Tauke 

Tauzln 

Taylor 

Thomms  <CA> 

Thorau  (OA) 

Torres 

TorriceUl 

Towns 

Traficant 

Traxler 

Udall 

Valentine 

Vander  Jagt 

Vento 

Visclosky 

Volkmer 

Vucanovich 

Waldon 

Walgren 

Watkins 

Waxman 

Weber 

Weiss 

Wheat 

Whitehurst 

Whitley 

Whittaker 

Whitten 

Wilson 

Wirth 

Wise 

Wolf 

Wolpe 

Wortley 

Wright 

Wyden 

Wylie 

Yates 

Yatron 

Young  (AK) 

Young (FL) 

Young  (MO) 


Smith.  Robert 

(NH) 
Strang 
Walker 


NOT  VOTING-26 


Boland 

Bonior  (MI) 

Bonker 

Breaux 

Broomfield 

Burton  (CA) 

Campbell 

Clay 

Conyers 


Fish 

Flippo 

Ford  (TN) 

Fowler 

Grotberg 

Hartnett 

Hefner 

Hyde 

Kindness 

D  1700 


Lewis  (FT) 

Moore 

Nichols 

Rodino 

Smith  (FL) 

Weaver 

Williams 

Zschau 


Mr.  STRANG  changed  his  vote  from 
"yea"  to  "nay." 

Mr.  LEVIN  of  Michigan  and  Mr. 
RANGEL  changed  their  votes  from 
"nay"  to  "yea." 

So  the  resolution  was  agreed  to. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 

The  SPEAKER  pro  tempore  (Mr. 
MiNETA).  Pursuant  to  House  Resolu- 
tion 536  and  rule  XXIII,  the  Chair  de- 
clares the  House  in  the  Committee  of 
the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill, 
H.R.  2482. 

,  D  1705 

IN  THT  COMMITTEE  OF  THE  WHOLE 

Accordingly  the  House  resolved 
itself    into    the    Committee    of    the 
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Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill 
(H.R.  2482)  to  amend  the  Federal  In- 
secticide, Fungicide,  and  Rodenticide 
Act,  and  for  other  purposes,  with  Mr. 
McHuGH  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN.  Pursuant  to  the 
rule,  the  first  reading  of  the  bill  is  dis- 
pensed with. 

Under  the  rule,  the  gentleman  from 
Texas  [Mr.  de  la  Garza]  will  be  recog- 
nized for  30  minutes  and  the  gentle- 
man from  Kansas  [Mr.  Roberts]  will 
be  recognized  for  30  minutes. 

The  Chair  recognizes  the  gentleman 
from  Texas  [Mr.  de  la  Garza]. 

Mr.  DE  LA  GARZA.  Mr.  Chairman.  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Chairman,  the  bill  we  take  up 
today  represents  a  potential  break- 
through and  major  improvements  in 
the  regulation  of  the  pesticides  under 
the  Federsd  Insecticide,  Fungicide  and 
Rodenticide  Act.  Let  me  say  at  the 
outset  that  this  is  a  breakthrough,  as  I 
said,  because  we  have  not  had  a  major 
overhaul  in  basically  5  years.  I  would 
like  to,  rather  than  to  go  through  the 
details  of  the  legislation  which  will  be 
done  by  the  chairman  of  the  subcom- 
mittee and  the  ranking  member  of  the 
subcommittee,  let  me  just  extend  my 
sincere  appreciation  and  commenda- 
tion to  the  many  who  have  worked  to 
get  us  to  the  point  where  we  are  today, 
the  chairman  of  the  subcommittee. 
Mr.  Bedell  of  Iowa,  who,  I  might  add, 
will  probably  have  this  last  opportuni- 
ty to  manage  a  bill  on  the  floor  of  this 
House,  since  he  will  be  voluntarily  re- 
tiring from  the  Congress  after  many 
years  of  service. 

Also,  let  me  add  my  appreciation  to 
those  on  the  outside  who  are  affected 
by  this  legislation  on  either  side, 
either  as  manufacturers  or  as  formula- 
tors  or  as  users  or  as  consumers  or  in- 
terested in  the  protection  of  the  envi- 
ronment or  those  of  us  who  inhabit 
this  planet.  To  all  who  contributed 
their  good  will  and  their  good  effort  in 
this  endeavor  I  want  to  give  my  appre- 
ciation. 

To  my  colleagues  I  would  like  to  say 
that  we  come  before  you  with  not  per- 
fect legislation  but  with  basic  compro- 
mise legislation.  Let  me  repeat,  we 
come  before  you  not  with  a  perfect 
piece  of  legislation  but  with  basic  com- 
promise legislation,  what  I  call  the  art 
of  the  possible,  what  is  possible  this 
day,  this  hour. 

This  is  what  has  been  done  here. 
There  are  still  two  or  three  items  to  be 
resolved,  and  we  are  still  endeavoring 
to  see  if  compromise  can  be  achieved 
in  those  areas,  hopefully  before  the 
end.  before  we  vote  finally  on  this  leg- 
islation. 

So  rather  than  take  more  time,  Mr. 
Chairman,  I  again  repeat  my  commen- 
dation of  all  who  have  worked  in  this 
endeavor  and  ask  my  colleagues  in  the 


Chamber  and  all  of  my  colleagues  in 
the  House  that  you  accept  the  basic 
work  of  the  committee  because  it 
brings  to  you  the  basic  work  and  the 
good  will  and  the  good  effort  of  many 
individuals  in  and  outside  of  the  Con- 
gress. We  think  that  it  is  a  good  posi- 
tive step  in  an  area  which  is  so  very 
important  not  only  to  agriculture, 
which  is  the  basic  reason  for  the  basic 
jurisdiction  which  we  have  here,  but 
for  mankind  in  every  aspect  that  man- 
kind is  touched  by  chemicals  which  we 
deal  with,  as  we  deal  in  agriculture 
with  the  application  thereof,  or  in  the 
home,  or  in  the  environment,  at  what- 
ever level  they  are  applied. 

So  I  thank  all  who  have  contributed. 
If  you  do  not  mind  my  repeating 
myself,  I  beg  of  you  that  you,  if  at  all 
possible,  support  the  effort  of  the 
committee,  support  the  work  that  the 
committee  brings  to  you  and  that  you 
listen  with  clear  minds  and  hopefully 
with  an  open  mind  to  the  debate  on 
the  two  or  three  issues  that  are  yet  to 
be  resolved,  that  hopefully  might  be 
resolved  by  the  compromise  before  we 
finalize  this  legislation. 

Mr.  Chairman,  the  bill  the  House  takes  up 
today,  H.R.  2482,  represents  a  potential 
breakthrough  to  major  improvements  in  the 
regulation  of  pesticides  under  the  Federal  In- 
secticide, Fungicide  and  Rodenticide  Act. 

The  need  for  improvements  in  this  law  has 
been  recognized  for  years.  Congress  long  ago 
established,  as  a  matter  of  basic  national 
policy,  a  program  under  which  older  p>esticides 
must  be  reregistered  to  determine  if  the  data 
under  which  they  were  registered  for  market- 
ing is  in  compliance  with  modern  needs  and 
standards.  The  fact  is,  however,  that  although 
everybody  agrees  this  job  must  be  done  in  the 
national  interest,  progress  has  been  far  too 
slow.  If  nothing  Is  done  to  speed  up  the  work, 
studies  have  shown  that  the  Environmental 
Protection  Agency  is  not  likely  to  finish  the  re- 
registration  job  until  sometime  in  the  21st  cen- 
tury. 

I  do  not  intend  at  this  time  to  conduct  a 
postmortem  on  the  reasons  for  the  agency's 
failure  to  make  better  progress  on  reregistra- 
tion.  Among  other  factors,  the  EPA  has  never 
been  given  the  resources  needed  to  get  the 
job  done  on  a  more  reasonable  time  scale. 
What  is  important  now  is  not  why  the  work 
has  gone  slowly.  What  matters  now  is  what 
we  intend  to  do  about  getting  the  job  done 
more  rapidly.  That  issue  is  one  of  the  key  fea- 
tures of  the  bill  we  have  brought  the  House 
today.  It  includes  provisions  that  could  enable 
the  EPA  to  complete  reregistration  In  about 
nine  years  Instead  of  a  period  of  25  years  or 
more. 

Mr.  Chairman,  the  law  that  H.R.  2482  would 
amend,  the  Federal  Insecticide,  Fungicide  and 
Rodenticide  Act,  commonly  known  as  FIFRA, 
is  on  the  statute  books  because  we  recognize 
that  the  use  of  pesticides  involves  both  bene- 
fits and  risks.  Congress  long  ago  decided  that 
effective  regulation  is  needed  to  Provide  for 
the  safe  use  of  pesticide  to  control  insects, 
weeds,  and  other  pests  in  agriculture,  homes, 
and  other  areas. 


The  FIFRA,  as  it  exists  today,  is  based  on  a 
sweeping  overtiaul  of  pesticide  regulatory  law 
enacted  in  1972  when  Congress  created  the 
Environmental  Protection  Agency  and  gave  it 
authority  to — among  other  things — regulate 
the  use  of  pesticides  and  classify  some  prod- 
ucts for  restricted  use.  We  overhauled  the  law 
again  in  1978,  but  we  did  not  succeed  in  set- 
tling all  the  problems  or  in  solving  all  the  diffi- 
cult controversies  that  have  dragged  on  be- 
tween  the  many  groups  which  have  interests 
in  this  area.  One  major  reason  for  the  fact 
that  for  years,  there  was  a  deadlock  tietween 
those  who  make  and  use  pesticides  on  one 
hand,  and  environmental  groups  on  the  other. 

Today  we  are  here  on  the  floor  because 
those  groups  have  been  able  to  compromise 
their  differences.  Last  year,  coalitions  repre- 
senting many  of  the  major  groups  reached  a 
landmark  agreement  which  formed  the  basis 
for  the  work  done  this  year  by  the  Agriculture 
Committee.  I  would,  at  this  point,  like  to  pay 
particular  tribute  to  the  chairman  of  the  sub- 
committee which  did  the  initial  drafting  work 
on  the  bill,  our  colleague  Berkley  Bedell  of 
Iowa,  and  to  the  ranking  mir)ority  member. 
Congressman  Pat  Roberts  of  Kansas. 

The  bill  we  have  brought  you  is  designed  to 
get  the  reregistration  train  moving  at  a  more 
acceptable  speed  by  setting  up  new  proce- 
dures for  the  program  and  by  adopting  rereg- 
istration fees  to  pay  much  of  the  costs  that 
will  t)e  involved.  Speaking  personally,  I  have 
concerns  atx>ut  a  policy  of  levying  fees  to  pay 
for  operations  that  are  needed  to  protect 
public  health  and  the  environment.  But  in  the 
real  world  we  live  in,  the  worid  of  Federal  defi- 
cits and  Gramm-Rudman,  we  have  no  other 
viable  choice. 

The  new  reregistration  program  in  H.R. 
2482  is  the  centerpiece  of  this  bill,  but  it  Is  not 
ihe  only  important  or  significant  feature  of  this 
legislation.  Many  other  issues  have  been  sim- 
mering in  these  areas— issues  that  must  be 
settled  if  we  are  going  to  restore  public  confi- 
dence in  tfie  pesticide  regulatory  system  and 
bring  an  erwj  to  controversies  on  how,  when 
and  where  pesticides  are  used. 

The  other  issues  that  are  part  of  this  pack- 
age cover  a  wide  range.  They  include  new 
protection  for  workers  exposed  to  pesticides, 
new  authority  for  public  access  to  health  and 
safety  data,  new  regulations  covering  pesti- 
cide exports,  and  new  provisions  on  the  pro- 
tection of  groundwater. 

Other  sections  of  the  bill  cover  new  provi- 
sions which  tighten  rules  for  the  use  of  condi- 
tional pesticide  regulations,  and  new  steps  to 
streamline  the  rules  for  so-called  special  re- 
views to  determine  if  a  pesticide  may  cause 
unreasonable  adverse  effects  on  the  environ- 
ment. There  are  also  new  provisions  dealing 
with  cancellations  and  with  tolerances  for  resi- 
dues when  pesticides  are  canceled  or  with- 
drawn. The  tiill  would  direct  the  EPA  Adminis- 
trator to  identify  and  evaluate  certain  iriert 
pesticide  ingredients  in  order  to  help  make 
sure  that  we  avoid  adverse  environmental  ef- 
fects from  this  class  of  material.  Another  sec- 
tion improves  the  system  for  certifying  and 
training  pesticide  applicators,  and  still  another 
provides  for  giving  increased  information  to 
the  public  about  the  chemicals  in  use  against 
pests. 
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The  bill  also  provides  for  a  new  study  de- 
signed to  help  provide  information  needed  to 
develop  integrated  pest  management  pro- 
grams for  urisan  and  suburban  use.  We  have 
made  great  progress  in  developing  these  pro- 
grams for  agnculture,  but  more  information  is 
needed  to  help  search  for  improved  alterna- 
tive control  programs  in  nonagricultural  areas. 
Further,  the  bill  deals  with  the  Issue  of  how  to 
compensate  pesticide  manufacturers  when 
other  firms  make  use  of  their  research  data. 

These  and  other  sections  of  the  bill  add  up 
to  an  important  and  long-overdue  overhaul  of 
the  law  dealing  with  pesticide  regulations.  I 
know  the  House  will  be  debating  these  mat- 
ters arKJ  a  number  of  amendments  that  will  be 
proposed.  I  urge  the  House  to  move  forward 
to  passage  of  legislation  that  is  badly  needed 
and  is  long  overdue. 

The  CHAIRMAN.  The  gentleman 
from  Texas  [Mr.  de  la  Garza]  has  con- 
sumed 5  minutes. 

Mr.  ROBERTS.  Mr.  Chairman.  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Chairman,  the  bill  we  are  about 
to  consider  H.R.  5440,  amends  the  Fed- 
eral, Insecticide,  Fungicide,  and  Ro- 
denticide  Act,  It  is  one  of  the  most 
contentious  issues  this  Congress  will 
deal  with  this  year.  FIFRA  is  the  Fed- 
eral law  that  regulates  the  production 
sale  and  use  of  pesticides.  It  is  an  agri- 
cultural-environmental statute  that 
has  as  its  underlying  principle  the  risk 
to  society  of  allowing  the  use  of 
chemicals  versus  the  benefit  to  society 
from  the  use  of  these  chemicals.  The 
very  nature  of  risk-benefit  analysis 
leads  to  strong  opinions  and  controver- 
sy. 

Risk  and  how  society  deals  with  it  is 
an  interesting  problem.  The  American 
public  exposes  itself  to  the  risk  of 
injury  and  death  every  day.  Pi-obably 
the  No.  1  risk  comes  from  the  Ameri- 
can love  and  use  of  the  automobile. 
Yet  we  willingly  climb  into  our  auto- 
mobiles every  day  and  assumes  this 
risk.  But  when  it  comes  to  chemicals, 
it  is  the  fear  of  the  unknown,  the  fear 
of  the  long-term  health  consequence, 
the  fear  of  cancer  that  leads  the  pesti- 
cide issue  to  be  such  a  contentious 
issue. 

That  is  the  goal  of  the  legislation 
that  we  are  considering  today— to  pro- 
vide the  direction  and  legal  authority 
to  the  EPA  to  hopefully  allay  and 
answer  the  American  public's  fear  and 
safeguard  the  use  of  chemicals  that 
are  used  in  society.  The  legislation  we 
are  considering  today,  has  as  its  major 
purpose  the  imposition  of  a  time  dead- 
line on  the  EPA  to  reregister  over  600 
chemicals  that  were  registered  prior  to 
1978  and  that  may  have  incomplete 
data  packages  on  file.  To  accomplish 
this,  the  bill  Imposes  user  fees  on  the 
pesticide  industry. 

However.  FIFTIA  is  more  than  just 
an  envirormiental-health  statute.  It  is 
an  agricultural  statute  that  should 
and  does  reflect  a  balance  of  benefits 
to  agricultural  producers  and  legiti- 


mate concerns  society  has  with  the 
safety  of  these  chemicals.  The  farmers 
that  I  have  the  privilege  of  represent- 
ing in  this  Congress  view  pesticides 
and  the  use  of  herbicides  as  an  inte- 
gral part  of  their  farming  operations.  I 
think  this  bill  does  make  a  positive 
effort  toward  addressing  the  concerns 
over  public  safety  but  at  the  same 
time  allows  farmers  to  have  access  to 
the  agricultural  chemicals  that  are  so 
necessary  for  a  commercially  viable 
farming  operation  in  todays  very  com- 
petitive envirorunent. 

There  are  some  problems  with  the 
legislation  that  we  are  considering. 
One  problem  is  that  it  mandates  a 
time  deadline  for  EPA  to  complete  the 
reregistration  process,  but  according 
to  the  EPA,  the  user  fees  imposed  on 
the  registrant  fall  short  by  nearly  $50 
million.  This  bill  contains  numbers  de- 
mands on  the  Office  of  Pesticide  Pro- 
grams that  will  be  nearly  impossible  to 
meet,  even  with  the  reregistration  fees 
provided  for  in  this  bill.  I  am  well 
aware  of  the  budget  restrictions  that 
we  face  within  our  many  regulatory 
agencies,  but  once  again  the  Congress 
is  mandating  that  an  agency  do  its  job, 
without  providing  adequate  resources 
for  it  to  do  the  job.  Let  me  warn  my 
colleague  that  the  shortfall  in  re- 
sources will  surely  mean  that  the 
Office  of  Pesticide  Programs  will  not 
meet  the  mandated  deadlines  in  this 
bill. 

I  must  also  caution  my  colleagues 
that  this  bill  crosses  a  very  long  phil- 
sophical  bridge  for  some  of  us.  The 
bill,  as  I  have  pointed  out,  puts  a 
saddle  and  bridle  on  the  pesticide  in- 
dustry and  rest  assured  that  the  list 
will  be  passed  on  through  to  the 
farmer.  As  with  most  areas  of  regula- 
tion the  industry  or  Individuals  seldom 
asks  for  the  burden  of  regulation.  In- 
stead, Congress  decided  it  was  in  the 
public's  interest  to  impose  regulation 
upon  that  industry.  If  it  is  in  the  pub- 
lic's interest  to  regulate  the  sale  of 
and  use  of  pesticides,  then  that  cost 
should  be  borne  by  the  public  at  large 
not  through  user  fees  that  will  be 
passed  on,  in  this  case  to  the  farmer- 
stockman,  who  can  ill  afford  it. 

Another  issue  of  considerable  impor- 
tance to  agriculture  that  was  not  ad- 
dressed in  the  bill,  is  the  issue  of  uni- 
form pesticide  residue  tolerances. 
Once  a  chemical  has  complete  data  on 
file  at  the  EPA,  been  cleared  by  the 
Food  and  Drug  Administration,  and  a 
tolerance  for  residues  has  been  estab- 
lished at  the  Federal  level  it  makes 
little  sense  for  States  to  establish  dif- 
ferent tolerances  that  have  and  will 
create  substantial  problems  in  inter- 
state commerce  and  for  the  farmer- 
stockman  and  for  the  consumer. 

During  committee  consideration,  the 
committee  failed  to  include  the  Sten- 
holm-Roberts  amendment  for  uniform 
tolerances,  because  of  jurisdictional 
concerns,  but  only  after  the  committee 


on  a  recorded  vote  of  31  yeas  and  9 
nays  voted  in  favor  of  the  amendment. 
The  amendment  is  a  very  modest  solu- 
tion to  the  problems  created  by  States 
establishing  tolerances  different  from 
the  Federal  level.  The  amendment 
would  require  that  once  a  chemical 
has  gone  through  the  reregistration 
process  outlined  in  this  bill  or  been 
registered  after  April  25,  1986— this 
date  was  picked  because  this  is  the 
date  that  EPA  issued  the  complete 
registration  standards  for  a  chemical— 
and  that  a  tolerance  has  been  estab- 
lished, that  tolerance  would  be  imi- 
form  throughout  the  Nation.  However, 
as  a  safeguard  for  the  States,  they 
would  be  allowed  to  petition  the  Fed- 
eral Goverrmient  to  adopt  a  different 
tolerance.  I  will  be  offering  this 
amendment  and  urge  my  colleagues  to 
support  it. 

The  final  concern  I  have  with  this 
bill,  is  a  problem  that  we  have  had  in 
recent  years  with  many  environmental 
statutes.  This  bill  for  the  most  part  is 
regulation  that  is  being  put  into  the 
statute.  Congress  should  be  in  the 
business  of  writing  laws  that  give  gen- 
eral direction  to  the  executive  branch 
and  not  spelling  out  in  minute  detail 
how  the  executive  branch  is  to  carry 
out  that  law.  It  is  our  prediction  that 
this  legislation  may  well  come  back  to 
haunt  us  to  the  detriment  of  all  con- 
cerned. The  executive  branch  should 
have  flexibility  in  carrying  out  the 
statutes  we  write. 

The  window  of  opportunity  to  pass 
this  bill  is  growing  short.  I  urge  my 
colleagues  to  restrain  from  offering 
amendments  that  will  hinder  its 
progress. 

D  1715 

I  caimot  close,  Mr.  Chairman,  with 
regard  to  my  personal  comments  in 
general  debate  without  paying  tribute 
to  my  friend  and  colleague,  the  gentle- 
man from  Iowa  [Mr.  Bedell],  and  also 
to  the  gentleman  from  California  [Mr. 
Brown],  who  is  the  godfather  of  this 
effort. 

I  would  say  that  there  are  those  who 
said  that  we  could  not  really  form  or 
build  a  bridge  over  troubled  FIFRA 
waters.  It  has  been  a  good-faith  effort 
from  business  and  from  industry  and 
from  labor  and  from  consumers  and 
from  farmers,  and  also  in  behalf  of  the 
environmentalists.  Wfe  do  have  prob- 
lems with  the  bill.  I  hope  we  can  pro- 
ceed, and  I  hope  we  can  work  out 
these  problems.  I  have  been  a  party  to 
that  effort.  I  signed  a  'Dear  Col- 
league" with  my  friend  and  colleague, 
the  gentleman  from  Iowa  [Mr. 
Bedell].  I  hope  we  can  proceed  with 
the  bill. 

Mr.  Chairman,  I  reserve  the  balance 
of  my  time. 

Mr.  DE  la  GARZA.  Mr.  Chairman,  I 
yield  such  time  as  he  may  consume  to 
the     gentleman     from     Iowa     [Mr. 
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Bedell],  the  chairman  of  the  subcom- 
mittee. 

Mr.  BEDELL.  Mr.  Chairman,  mostly 
I  want  to  thank  all  of  the  people  who 
have  been  involved  in  this  effort.  This 
is  an  effort  that  has  gone  on  for  many 
months.  It  is  an  effort  that  is  different 
from  many  of  the  efforts  that  take 
place  in  this  body.  It  has  not  been  one 
of  confrontation;  it  has  been  one  of 
getting  parties  who  had  very  diverse 
opinions  together  and  asking  them  to 
try  to  work  out  their  differences.  Time 
after  time  after  time,  those  parties 
have  come  together  and  have  agreed 
upon  the  differences,  so  that  as  we 
bring  this  bill  to  the  House,  there  are 
very  few  controversial  subjects  still 
that  we  can  argue  about. 

I  particularly  appreciate  the  work  of 
the  chairman,  Mr.  de  la  Garza,  of  Mr. 
Roberts  on  the  minority  side,  and  of 
Mr.  Brown  of  California  who  has 
been,  as  has  already  been  said,  a 
leader  in  this  effort  for  a  long,  long 
time,  and  more  particularly  for  all  of 
the  staff  and  individuals  of  the  differ- 
ent competing  interests  who  have 
worked  together  so  well. 

This  measure  enjoys  the  support  of 
a  bipartisan  coalition  that  includes  the 
National  Agricultural  Chemical  Asso- 
ciation, representing  some  92  pesticide 
manufacturers;  the  Campaign  for  Pes- 
ticide Reform,  comprised  of  some  41 
environmental,  consumer,  and  labor 
organizations;  farm  organizations, 
groups  that  you  would  hardly  expect 
to  get  together.  It  was  approved  by  the 
Committee  on  Agriculture  by  a  vote  of 
42  to  1. 

Mr.  Chairman,  -from  the  very  first 
day  that  we  took  up  this  issue,  all 
sides  have  been  willing  to  put  aside 
those  wish  lists  and  work  to  try  to  get 
progress,  because,  as  near  as  I  can  tell. 
all  sides  want  to  see  a  bill  passed. 
Farmers  as  well  as  others  want  to  see 
safety  with  regard  to  the  application 
of  our  pesticides.  They  recognize  that 
unless  we  manage  these  pesticides  in  a 
safe  maimer,  they  are  not  going  to  be 
able  to  use  the  pesticides  that  they 
need  for  their  production.  Environ- 
mentalists want  it,  and  indeed  the 
chemical  companies  realize  that  as 
well. 

My  colleague  from  Kansas  has  very 
well  pointed  out  that  this  is  a  window 
of  opportunity.  We  have  limited  time. 
There  has  been  a  tremendous  amount 
of  work  that  has  gone  into  this  issue.  I 
hope  that  we  will  move  expeditiously 
as  we  move  through  the  amendment 
process  on  this  legislation.  I  hope  that 
we  will  quickly  say  to  the  Senate,  here 
is  a  bill.  We  think  that  this  is  a  good 
bill.  We  know  that  most  of  the  organi- 
zations feel  this  is  a  good  bill.  Let  us 
get  this  passed  and  show  the  people  of 
America  that  we  can  address  this  prob- 
lem. 

Mr.  ROBERTS.  Mr.  Chairman.  I 
yield  3  minutes  to  my  friend  and  col- 


league, the  gentleman  from  Washing- 
ton [Mr.  Morrison]. 

Mr.  MORRISON  of  Washington. 
Mr.  Chairman,  as  a  member  of  the 
subcommittee  ably  led  by  the  gentle- 
man from  Iowa  [Mr.  Bedell]  and  the 
gentleman  from  Kansas  [Mr.  Rob- 
erts] I  am  pleased  to  have  had  a  role 
in  pushing  forward  this  important  leg- 
islation, which  will  be  a  fitting  cap  to 
Mr.  Bedell's  distinguished  career  in 
the  House,  i  am  especially  pleased  to 
have  been  of  service  in  offering  the 
provisions  of  the  bill  directing  the  En- 
vironmental Protection  Agency  to 
issue  regulations  protecting  the  health 
and  safety  of  agricultural  workers.  I 
wish  I  could  claim  all  of  the  credit,  but 
in  this  case,  as  in  so  many  others,  the 
contending  parties  did  most  of  the 
work  in  reaching  a  compromise. 

In  the  fall  of  1985,  EPA  sought  the 
advice  of  representatives  of  growers 
and  farmworkers  in  developing  new 
health  and  safety  regulations.  EPA 
has  continued  work  on  the  regulations 
and  plans  to  issue  them  with  or  with- 
out congressional  prompting.  Farm- 
worker groups,  however,  are  concerned 
that  EPA's  statutory  authority  to 
issue  the  regulations  is  far  from  clesir 
and  might  not  withstand  a  court  chal- 
lenge. The  original  subcommittee  ver- 
sion of  this  bill  contained  language  re- 
quiring EPA  to  establish  an  occupa- 
tional health  unit  within  the  Office  of 
Pesticide  Programs  and  mandating 
some  of  the  details  of  EPA's  regula- 
tions. Growers  were  concerned  that 
Congress  would  create  a  new  adminis- 
trative unit  even  though  EPA  already 
has  personnel  assigned  to  worker 
health  and  safety  and  that  Congress 
would  prescribe  the  particulars  of 
EPA's  regulations  without  hearings  or 
discussions. 

The  compromise  in  this  bill  assures 
farmworkers  that  EPA  will  issue 
health  and  safety  regulations  within  2 
years.  At  the  same  time,  it  does  not 
create  a  new  unit  within  EPA  or  man- 
date the  specific  content  of  regula- 
tions. Once  the  regulations  are  formal- 
ly proposed,  EPA  must  allow  6  months 
for  public  comment  and  for  the  Agri- 
culture Department  to  prepare  a 
report  on  the  regulations'  impact,  cost, 
and  effectiveness  on  the  agricultural 
community.  Upon  promulgation.  Con- 
gress will  have  120  days  of  review. 

Again,  I  am  pleased  to  have  been  the 
midwife,  so  to  speak,  of  a  compromise 
that  followed  the  spirit  of  other  com- 
promises in  this  bill,  with  both  sides 
coming  to  agreement  with  very  little 
prodding.  The  worker  health  and 
safety  provisions  are  supported  by  the 
American  Farm  Bureau  Federation, 
the  United  Fresh  Fruit  and  Vegetable 
Association,  the  National  Council  of 
Agricultural  Employees,  and  the  Soci- 
ety of  American  Florists. 


D  1725 


Mr.  Chairman,  this  is  just  one  part 
of  this  measure  which  reflects  the  fact 
that  we  have  finally  been  able  to  work 
together  and  bring  to  the  full  House 
of  Representatives  a  package  that  is 
indeed  worthy  of  support  and  getting 
on  with  dealing  with  some  products 
that  have  been  of  concern  to  Ameri- 
cans for  a  number  of  years. 

Mr.  ROBERTS.  Mr.  Chairman,  I  re- 
serve the  balance  of  my  time. 

Mr.  DE  LA  GARZA.  Mr.  Chairman,  I 
yield  4  minutes  to  the  gentleman  from 
Oklahoma  [Mr.  Synar]. 

Mr.  GAYDOS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  SYNAR.  I  yield  to  the  gentle- 
man from  Pennsylvania. 

Mr.  GAYDOS.  I  thank  the  gentleman  for 
yielding  to  me. 

Mr.  Chairman,  I  stand  in  support  of  this  leg- 
islation. H.R.  2482,  the  amendments  to  the 
Federal  Insecticide,  Fungicide,  and  Rodenti- 
cide  Act,  before  us  today  is  a  carefully  crafted 
document  that  resulted  from  extensive  efforts 
by  business,  labor,  health,  consumer,  and  en- 
vironmental groups. 

While  I  commend  the  coalition  and  Chair- 
man DE  LA  Garza  of  the  Committee  on  Agri- 
culture for  the  fine  effort  embodied  in  these 
amendments,  as  chairman  of  the  Subcommit- 
tee on  Health  and  Safety  I  particularly  want  to 
say  a  few  words  about  section  815  of  the  bill. 

This  section  provides  for  the  development 
and  maintenance  of  an  occupational  safety 
and  health  program  for  workers  engaged  in 
the  mixing,  loading,  and  application  of  pesti- 
cides, as  well  as  for  workers  exposed  to  pesti- 
cide-treated fields. 

My  Subcommittee  on  Health  and  Safety  has 
jurisdiction  over  worker  health  and  safety 
Issues  and  Is  well  aware  of  the  health  hazards 
farmworkers  face  when  working  In  a  pesticide- 
treated  field.  We  know  that  the  incidences  of 
pesticide-caused  diseases  and  Illnesses 
among  farmworkers  can  be  as  high  as  25 
times  greater  than  in  the  general  population. 

Yet,  those  workers  have  been  denied  cover- 
age under  the  Occupational  Safety  and  Health 
Act  of  1970. 

Earlier  this  year,  the  sutxiommittee  conduct- 
ed hearings  on  farmworker  health  and  safety 
In  connection  with  H.R.  4029,  the  bill  I  Intro- 
duced to  create  a  Federal  field  sanitation 
standard. 

The  health  and  safety  protections  for  farm- 
workers and  others  built  into  these  FIFRA 
amendments  is  a  step  in  the  right  direction  of 
ensuring  safe  and  healthy  workplaces  and  of 
extending  to  farmworkers  some  of  the  basic 
coverage  they  deserve. 

Chairman  oe  la  Garza,  Chairman  Haw- 
kins, and  I  have  reached  an  understanding 
concerning  the  jurisdictional  Issue  and  have 
agreed  to  support  the  inclusion  of  section  815 
In  this  bill. 

I  only  hope  that  as  the  specific  health  and 
safety  standards  for  farmworkers  who  are  ex- 
posed to  pesticide-treated  areas  are  devel- 
oped by  the  Environmental  Protection  Agency, 
the  basics  encompassed  In  H.R.  ^4029  are  in- 
cluded. 
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This  is  an  important  piece  of  legislation,  Mr. 
Chairman,  arKJ  the  inclusion  of  worker  health 
and  safety  protections  makes  it  even  more  so. 
It  is  a  piece  of  legislation  for  which  the  House 
can  t>e  proud. 

Mr.  SYNAR.  I  thank  the  gentleman 
for  yielding  me  this  time. 

Mr.  Chairman,  2  years  ago,  the  Sub- 
committee on  Environment,  Energy 
and  Natural  Resources  of  the  Commit- 
tee on  Government  Operations,  which 
I  chair,  held  extensive  hearings  on  the 
serious  flaws  in  the  EPA  pesticide  reg- 
ulatory program  ["Problems  Plague 
the  Environmental  Protection  Agen- 
cy's Pesticide  Registration  Activities," 
98th  Cong.,  2d  sess.,  H.R.  Rept.  No. 
98-11471.  The  committee's  final  report 
raised  serious  questions  as  to  whether 
EPA  had  been  administering  the  Pesti- 
cide Registration  Program  in  a 
manner  which  would  provide  the  full- 
est possible  protection  to  the  public 
health.  Among  our  findings  were  seri- 
ous, often  inordinate  delays  by  EPA  in 
reaching  special  review  or  RPAR  deci- 
sions, numerous  closed  door  negotia- 
tions with  industry  representatives 
with  no  official  record  of  what  took 
place,  and  final  EPA  decisions  that 
failed  to  adequately  protect  health  or 
the  environment. 

The  EPA's  record  of  delay  and  ne- 
glect was  exemplified  in  our  report  by 
reviewing  the  tortured  regulatory  his- 
tory of  the  pesticide  ethylene  dibro- 
mide  [EDB],  a  potent  carcinogen  that 
lingered  in  RPAR  for  7  years  before 
its  use  was  finally  suspended.  EDB  was 
found  in  the  Nation's  grain  supply, 
various  citrus  products  and  the  ground 
water  of  several  States.  There  are  nu- 
merous other  examples  of  pesticides 
placed  into  RPAR  or  special  review, 
followed  by  years  of  inaction,  bureau- 
cratic footdragging,  political  interfer- 
ence or  unchecked  influence  by  pesti- 
cide manufacturers. 

Fortunately,  a  key  provision  of  this 
FIFRA  reform  bill  requires  EPA  to 
promulgate  new,  streamlined  special 
review  procedures  preventing  these 
unnecessary  delays  and  other  abuses 
in  the  future.  Following  many  of  the 
recommendations  of  our  committee, 
section  301  of  the  bill  mandates  open, 
public  special  review  procedures  with 
full  opportunity  for  public  participa- 
tion. Closed  door  or  secret  negotia- 
tions with  industry  are  prohibited.  In 
addition,  the  Administrator  is  required 
to  replace  its  current  special  review 
regulations  with  new  criteria  for  initi- 
ating special  reviews  based  on  levels  of 
risk.  No  consideration  of  possible  bene- 
fits of  the  pesticide  would  be  permissi- 
ble at  this  initial  stage  of  the  process. 
And  EPA  woud  be  allowed  to  decline 
to  initiate  a  review  on  grounds  of  lack 
of  exposure  to  the  chemical  only  if  the 
Administrator  had  available  and  con- 
sidered all  relevant  means  of  exposure. 

Addressing  a  critical  flaw  identified 
by  our  committee,  this  bill  would 
ensure  that  EPA  could  no  longer  "sit 


on"  pesticide  regulatory  decision  for 
years,  without  even  initiating  a  review, 
after  receiving  data  indicating  that 
risk-based  review  triggers  were  exceed- 
ed. Instead,  on  receipt  of  information 
demonstrating  that  the  criteria  have 
been  met,  EPA  must  inmiediately 
notify  the  registrant  who  has  30  days 
to  respond.  Not  later  than  60  days 
after  receipt  of  such  response,  EPA 
has  a  mandatory  duty  to  decide 
whether  to  initiate  a  review.  This  key 
requirement  is  intended  to  ensure  that 
such  special  review  decisions  are  made 
promptly,  publicly,  and  openly,  pre- 
venting past  delays  and  abuses  where 
pesticides  wei^e  sold  to  farmers  and  an 
unknowing  public  even  after  health 
risks  were  identified. 

Finally,  a  mandatory  deadline  of  18 
months  is  imposed  on  the  Administra- 
tor for  completion  of  these  reviews. 
This  carefully  considered  deadline  can 
be  extended  only  in  rare  circum- 
stances and  then  for  no  more  than  1 
year. 

Taken  together,  these  reforms  will 
go  a  long  way  in  remedying  the  serious 
flaws  in  the  EPA  special  review  proc- 
ess identified  by  our  committee.  As  a 
result,  human  health  and  the  environ- 
ment will  be  better'protected,  I  there- 
fore urge  passage  of  this  landmark  leg- 
islation. 

Mr.  ROBERTS.  Mr.  Chairman,  I 
yield  4  minutes  to  the  gentleman  from 
Wisconsin  [Mr.  Gunderson]. 

Mr.  GUNDERSON.  I  thank  the  gen- 
tleman for  yielding  me  this  time. 

Mr.  Chairman,  every  one  of  us  in  our 
subcommittee  assignments  at  some 
point  in  time  experiences  a  piece  or 
two  of  legislation  which  is  complicat- 
ed, boring,  and  necessary.  That  is  ex- 
actly what  we  have  in  front  of  us 
today  in  the  FIFRA.  the  Federal  In- 
secticicil}.  Fungicide,  Rodenticide  Act 
reauthorization. 

Complicated  legislation;  very  intri- 
cate. Very  controversial  at  times  and 
yet  very  essential  in  the  protection  of 
our  air,  our  water,  our  soil  and  the 
protection  of  our  enviromnent  and  our 
constituents  and  also  essential  to  the 
vital  growth  of  our  agricultural  com- 
munity. 

It  is  without  saying  an  indeed  re- 
markable event  that  our  distinguished 
chairman  of  this  subcommittee,  and 
the  distinguished  ranking  member, 
Mr.  Roberts,  have  labored  and  la- 
bored at  length  to  bring  this  legisla- 
tion for  us. 

The  bill  before  us  today  is.  as  best 
we  can,  a  compromise.  A  compromise 
between  the  various  conmiunities.  The 
environmentalists,  the  pesticide  pro- 
ducers, and  the  agricultural  communi- 
ty. None  of  them  are  completely 
happy;  all  of  them  understand  this  is 
perhaps  the  best  that  we  can  get. 

I  want  to  address  my  remarks  at  the 
absolute  need  of  this  Congress  to  con- 


tinue and  complete  this  effort  in  this 
session  of  the  Congress.  By  virtue  of 
that,  I  am  very  concerned  that  if  we 
do  not  make  a  couple  of  changes  in 
the  legislation  between  here  and  the 
end,  we  do  run  the  risk  of  a  Presiden- 
tial veto. 

The  statement  of  administration 
policy  which  has  been  circulated  on 
this  bill  very  clearly  indicates  that  the 
administration  opposes  enactment 
unless  various  amendments  are  made. 
The  most  important  being  to  eliminate 
the  acceleration  of  unnecessarily 
costly  changes  to  the  reregistration 
program  or  increase  the  fee  authoriza- 
tion to  cover  those  costs. 

Let  me  spend  a  bit  of  time  on  this 
issue  which  I  have  brought  up  to  my 
colleagues  on  the  subcommittee  and 
the  full  committee  as  we  have  been 
through  that  process. 

Presently,  the  estimated  reregistra- 
tion cost  in  the  legislation  is  some  $206 
million.  The  current  budget  projec- 
tions over  a  9-year  period  are  $110  mil- 
lion, suggesting  that  we  need  an  addi- 
tional revenue  of  $96  million. 

Under  the  legislation  before  us, 
there  is  a  fee  recovery  program  that  in 
terms  of  food  use  will  bring  in  approxi- 
mately $21.9  million  in  nonregistration 
standards  and  approximately  $11.4 
million  for  those  active  ingredients ' 
which  have  already  achieved  a  regis- 
tration standard. 

In  the  nonfood  area,  we  will  bring  in ' 
approximately  $7.9  million  in  the  non- 
registration standards,  and  approxi- 
mately $1.12  million  in  the  registra- 
tion standards.  This  brings  in  $42  mil- 
lion leaving  us  still  with  a  revenue  gap 
of  approximately  $56  million.  The 
question  that  each  and  every  one  of  us 
has  to  ask  is:  Are  we  willing,  at  a  time 
of  deficit  reduction,  to  increase  overall 
expenditures  or  GPR  revenues  to  this 
kind  of  a  program? 

I  would  suggest  that  it  is  going  to  be 
very  difficult  for  most  of  us  to  vote  to 
increase  revenue  expenditures  in  this 
area  or  outlay  areas  in  this  area,  at 
the  expense  of  our  many-favored 
social,  educational,  training,  retrain- 
ing, health  care  programs  and  of  that 
sort. 

D  1735 

As  a  result,  Mr.  Chairman.  I  will  be 
introducing  an  amendment  tomorrow 
during  the  full  consideration  in  the 
amendment  process  which  will  allow 
us  to  look  at  two  alternatives.  One  al- 
ternative will  recover  about  $6  million, 
that  being  to  cover  "knd  make  sure 
those  who  have  already  achieved  their 
reregistration  standard  pay  the  same 
costs  as  all  of  those  yet  awaiting  that 
same  opportunity  for  reregistration. 

The  second  alternative  that  I  will 
present  before  this  Congress  will  be  a 
simple  doubling  of  the  revenue.  This  is 
what  would  be  necessary  to  fuUy  fund 
this  legislation. 
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We  have  gone  too  far;  we  have  been 
through  too  much  controversy  to  lose 
this  bill  to  a  veto  because  it  is  not 
properly  funded.  I  want  to  make  this 
issue  very  clear  to  my  colleagues.  You 
are  going  to  have  to  choose  between 
properly  funding  this  legislation  or 
cutting  some  other  program  later  on. 
Pay  attention  during  the  amendment 
process. 

Mr.  Chairman,  it  gives  me  great  pleasure  to 
come  before  you  today  and  speak  in  support 
of  H.R.  2482,  the  Federal  Fungicide,  Insecti- 
cide, arxl  Rodenticide  Act  Amendments  of 
1986.  The  subcommittee  chairman,  Mr. 
Bedell,  and  the  ranking  minority  member,  Mr. 
Roberts,  should  be  commended  for  their  out- 
standing work  in  bringing  a  well  developed, 
comprehensive  piece  of  legislation  to  the  floor 
of  the  House. 

Since  I  came  to  Congress  6  years  ago.  the 
House  has  had  the  opportunity  to  make  sig- 
nfrcant  and  r>eeded  changes  in  the  Federal  In- 
secticide, Fungicide,  and  Rodenticide  Act,  but 
for  various  reasons  the  needed  changes 
r»ever  came  about.  Today,  the  House  has  an- 
other opportunity  to  pass  a  piece  of  legislation 
that  will  benefit  everyone  involved  from  those 
who  produce  the  pesticides  to  you  and  me 
wtKj  are  exposed  to  ttiem. 

What  is  It  that  makes  this  bill  different  from 
those  previously  brought  to  the  floor  of  the 
House?  For  the  first  time  the  National  Agricul- 
tural Chemical  Association,  the  environmental 
groups,  consumer  groups  and  labor  groups 
came  t)efore  the  House  Agriculture  Committee 
with  a  single  btll.  The  bill,  which  was  a  result 
of  tfte  groups  finally  working  together,  was  the 
startir>g  pcint  for  the  Department  Operations, 
Research  and  Foreign  Agriculture  Subcommit- 
tee. I  am  proud  to  say  that  the  Agriculture 
Committee  did  outstanding  work  to  keep  the 
package  together  but  at  the  same  time  of- 
fered and  passed  amendments  that  make  the 
b4ll  stror>ger  in  many  respects. 

WHAT'S  GOOD  ABOUT  THE  BILL? 

There  are  several  provisions  which  will  put 
more  pressure  on  the  Environmental  Protec- 
tion Agency  to  speed  up  its  review  process  for 
the  active  ingredients  found  in  chemicals 
today.  Currently  tt>ere  is  no  deadline  as  to 
wtien  EPA  has  to  finish  its  review  process. 
UrKJer  H.R.  2482,  the  review  process  would 
t>e  completed  In  just  over  9  years.  In  addition, 
the  EPA  is  directed  to  establish  a  priority  list 
of  inert  ingredients  to  study  and  review  as 
well. 

Tf>e  bill  provides  the  EPA  with  the  authority 
for  nnoving  quicker  with  procedures  to  conduct 
special  reviews  and  cancellation  hearings  on 
pestk:ides  which  are  suspected  of  posing  ad- 
verse effects  to  humans  arxf  the  environment. 
EPA  wouW  also  be  given  more  authority  to  re- 
strict tfie  availability  of  corKJitional  registra- 
tions, those  registrations  granted  before  all 
health  ar>d  safety  testir>g  is  completed.  In  ad- 
dition, EPA  would  be  given  auttwrity  to  sus- 
perxj  immediately  ttie  use  of  products  that 
have  been  registered  with  false  or  invalkj 
data. 

What  provisions  contained  in  H.R.  2482  will 
benefit  Vne  individual  citizens?  Citzens  will  be 
given  more  input  into  the  regulatory  process. 
For  tfie  first  time,  citizens  will  be  allowed  to 
examine  the  health  and  safety  data  on  a  pes- 


ticide before  it  is  registered  for  use.  Citizens 
will  be  provided  with  factsheets  by  the  EPA 
with  information  summarizing  health,  safety, 
and  environmental  data.  The  information  will 
t)e  provided  by  the  company  producing  the 
pesticide. 

Like  most  pieces  of  comprehensive  legisla- 
tion, this  bill  has  provisions  that  should  remain 
intact  and  those  which  need  to  be  completely 
changed. 

One  area  of  great  concern  to  me  is  in 
regard  to  the  reregistration  fees  that  are  in- 
cluded in  the  bill.  At  present,  each  registrant 
will  be  charged  $150,000  for  the  reregistration 
of  each  active  Ingredient.  In  cases  where 
there  is  nrore  than  one  registrant,  each  com- 
pany would  contribute  $150,000. 

Even  with  the  fees  being  collected,  the  EPA 
has  continually  stated  that  the  fees  will  be 
short  about  $50  million  over  the  reregistration 
period.  It  is  apparent  that  without  the  proper 
resources  it  will  be  quite  difficult  for  the  EPA 
to  meet  the  required  demands  and  deadlines 
that  the  bill  places  on  tt>em. 

Another  concern  I  have  deals  with  the  reim- 
bursement of  attorneys'  fees  by  the  courts  in 
lawsuits  brought  to  force  the  EPA  to  adhere  to 
the  deadlines  in  the  bill.  My  concern  is  that 
the  attorneys'  fees  will  come  out  of  the  user 
fees  which  in  my  mind  is  a  counterproductive 
use  of  ttie  fees.  It  Is  my  understanding  howev- 
er that  an  amendment  will  be  offered  to  cor- 
rect this  problem.  The  amendment  will  quite 
simply  prohibit  the  awarding  of  attorneys'  fees. 

1  encourage  my  colleagues  to  support  this 
most  important  amendment. 

Finally,  there  is  the  issue  over  uniform  toler- 
ances which  would  assure  national  uniformity 
in  the  regulation  of  pesticide  residues  on  food. 
While  this  provision  is  not  included  in  the  bill. 
Members  will  have  the  opportunity  today  to 
establish  a  uniform  law  which  will  make  it 
easier  to  market  commodities  from  State  to 
State.  I  encourage  my  colleagues  to  support 
the  Roberts-Stenholm  amendment. 

Specifically,  the  amendment  with  a  few  ex- 
ceptions would  prohibit  States  and  localities 
from  setting  tolerance  levels,  the  maximum 
acceptable  level  of  pesticide  residue  which 
may  remain  on  food.  The  prohibition  would 
apply  to  all  pesticides  initially  registered  for 
use  after  current  health  safety  requirements 
went  into  effect  and  for  all  older  pesticides 
that  have  completed  reregistration  under  1985 
guidelines. 

Despite  these  concerns,  I  remain  in  strong 
support  for  the  FIFRA  Act  Amendments  of 
1986.  It  is  a  compromise  bill  in  every  sense  of 
the  word  and  not  to  support  it  would  be  tragic 
for  the  individual  citizens  of  this  country,  the 
farmers  who  rely  on  pesticides  to  raise  their 
crops  and  the  companies  that  take  the  time 
and  spend  the  money  trying  to  develop  prod- 
ucts that  will  make  our  lives  just  a  little  bit 
better. 

Mr.  BEDELL.  Mr.  Chairman,  I  yield 

2  minutes  to  the  gentleman  from  West 
Virginia  [Mr.  Staggers],  a  member  of 
the  committee. 

Mr.  STAGGERS.  Mr.  Chairman, 
today  we  begin  consideration  of 
FIFRA,  one  of  this  year's  most  signifi- 
cant pieces  of  legislation.  This  bill  rep- 
resents a  major  compromise  between  a 
diverse  group  of  chemical  companies, 


environmentalists,  labor,  farm,  and 
consumer  organizations.  For  years, 
previous  attempts  to  pass  such  legisla- 
tion have  failed. 

Let  me  briefly  outline  some  of  the 
far-reaching  provisions  contained  in 
the  bill.  It  would  require  the  EPA  to 
speed  up  the  process  of  reregistering 
some  600  pesticides  that  were  ap- 
proved for  use  before  1984.  The  pur- 
pose of  registration  is  to  make  certain 
those  pesticides  meet  health  and 
safety  standards.  It  would  require  pes- 
ticide producers  to  pay  a  reregistration 
fee  to  help  finance  EPA's  effort  in  re- 
registration. Also,  the  measure  would 
accelerate  the  procedures  for  review 
and  cancellation  of  a  pesticide  that 
may  pose  a  risk  to  the  public  and  the 
environment.  It  would  allow  for  more 
citizen  involvement  in  the  regulatory 
process.  The  bill  contains  a  right  to 
know  provision  which  would  require 
pesticide  producers  to  make  available 
to  the  public  a  factsheet  outlining 
health  and  safety  data  on  the  pesti- 
cides they  produce. 

I  would  like  to  take  a  moment  to  rec- 
ognize the  diligent  and  tireless  efforts 
of  all  participants  involved  in  this 
compromise.  After  18  months  of  nego- 
tiations we  have  a  product  before  us 
that  deserves  our  support.  Worthy  of 
special  note  in  this  endeavor  are  the 
two  chief  sponsors  of  the  bill.  Repre- 
sentative Berkley  Bedell  and  Repre- 
sentative Pat  Roberts,  as  well  as  their 
staff.  Through  their  dedicated  com- 
mitment to  this  effort,  we  have  before 
us  a  balanced  and  fair  bill.  There  were 
times  when  the  negotiations  seemed 
doomed  and  we  would  have  been  faced 
with  yet  another  year  of  failed  at- 
tempts on  FIFRA.  However,  these  in- 
dividuals were  responsible  for  setting 
the  bill  back  on  track  and  keeping  the 
negotiations  alive.  I  think  that  we 
could  give  Berkley  Bedell  no  better 
retirement  gift  than  to  witness  the 
passage  of  this  bill,  to  which  he  has 
devoted  so  much  of  his  energy. 

Mr.  Chairman,  this  is  the  closest  the 
Congress  has  been  to  pesticide  reform 
in  years.  After  years  of  failed  at- 
tempts, success  is  now  within  our 
grasp.  I  urge  you  to  keep  the  bill  on 
track  and  moving  forward. 

Mr.  ROBERTS.  Mr.  Chairman,  I 
yield  3  minutes  to  the  gentleman  from 
Texas  [Mr.  DeLay]. 

Mr.  Delay.  Mr.  Chairman,  I  am 
very  pleased  to  stand  here  in  general 
support  for  the  FIFRA  bill  except  I  as- 
sociate myself  with  the  concerns  of 
the  gentleman  from  Kansas.  In  my 
opinion  this  bill  is  the  best  compro- 
mise that  could  be  hammered  out.  Ev- 
eryone has  given  a  little  bit  in  order  to 
come  up  with  useful,  working  piece  of 
legislation.  I  conunend  the  chairman 
of  the  Agriculture  Committee,  the 
gentleman  from  Texas,  Mr.  de  la 
Garza,  and  the  ranking  minority 
member,  Mr.  Madigan,  for  their  fine 
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efforts  in  guiding  this  much  needed 
bill  through  the  trenches  of  the  legis- 
lative process.  The  bill  they— and 
many  others  have  worked  with— is  the 
result  of  many  months  of  intense  ne- 
gotiations to  resolve  many  disputes 
that  those  associated  with  FIFRA  had. 
The  agriculture  community,  the  con- 
sumer groups,  the  environment 
groups,  the  labor  groups,  the  chemical 
associations,  and  others  have  achieved 
an  unprecedented  goal  which  repre- 
sents a  major  overhaul  of  our  Nation's 
pesticide  control  law. 

The  challenge  before  them  was  im- 
mense, that  being  the  promotion  of 
safety  policy  while  ensuring  that  the 
public  can  receive  all  the  facts  in  order 
to  achieve  a  much  more  balanced  un- 
derstanding of  pesticides.  The  risks  as- 
sociated with  the  use  of  pesticides  are 
very  real.  I  believe  that  this  bill,  as  it 
stands  right  now,  convinces  the  public 
that  today's  pesticides  will  not  consti- 
tute a  public  health  hazard  or  environ- 
mental hazard  and  that  the  benefits  of 
this  consensus  legislation  are  many. 

Through  many  provisions  agreed 
upon  by  all  parties,  such  as  an  acceler- 
ated reregistration  program,  strength- 
ened requirements  for  training  com- 
mercial pesticide  applicators,  and  in- 
creased protection  for  farmers  who 
use  pesticides  according  to  label  direc- 
tions, we  achieved  an  important  goal. 
That  goal  is  ensuring  that  necessary 
pesticides  are  both  environmentally 
safe  and  available  to  consumers. 

As  a  member  of  the  Texas  and  Na- 
tional Pest  Control  Association,  and  a 
Member  of  this  body  that  has  used 
pesticides  for  over  14  years  in  my  busi- 
ness, I  can  honestly  say  that  I  was  not 
at  all  happy  about  Government  inita- 
tives  to  control  the  use  of  pesticides  in 
light  of  the  growing  effectiveness  of 
environmental  groups.  However,  the 
bill  we  have  before  us  today  is  a  sub- 
stantial improvement  over  what  we 
have  on  the  books  presently  and  the 
direction  of  the  bill  is  clearly  in  the 
public's  interest.  I  hope  my  colleagues 
will  join  me  in  support  of  this  FIFRA 
bill. 

Mr.  ROBERTS.  Mr.  Chairman,  how 
much  time  do  I  have  remaining? 

The  CHAIRMAN.  The  gentleman 
from  Kansas  [Mr.  Roberts]  has  12 
minutes  remaining  and  the  gentleman 
from  Iowa  [Mr.  Bedell]  has  16  min- 
utes remaining. 

Mr.  ROBERTS.  Mr.  Chairman,  I  re- 
serve the  balance  of  my  time. 

Mr.  BEDELL.  Mr.  Chairman,  I  yield 
3  minutes  to  the  gentleman  from  Vir- 
ginia [Mr.  Olin],  a  member  of  the 
committee. 

Mr.  OLIN.  Mr.  Chairman,  I  rise  in 
support  of  H.R.  2482,  the  Federal  In- 
secticide, Fungicide  and  Rodenticide 
Act  Amendments. 

The  bill  we  have  before  us  today  is 
truly  a  tribute  to  the  art  of  compro- 
mise. Groups  that  have  sometimes 
taken  adversarial  positions  about  the 


role  of  pesticides  in  our  society— the 
pesticide  manufacturers,  the  environ- 
mentalists, the  farm  groups— have 
managed  to  work  through  their  differ- 
ences and  come  together  in  support  of 
this  bill. 

It  is  a  complex  issue.  The  major  con- 
gressional players— the  gentleman 
from  Iowa  [Mr.  Bedell]  and  the  gen- 
tleman from  Kansas  [Mr.  Roberts]— 
put  in  countless  hours  to  craft  a  bill 
that  would  keep  the  coalition  intact 
while  also  achieving  a  responsible  na- 
tional policy  on  the  use  of  pesticides. 

As  it  stands  now,  the  bill  has  several 
features  to  commend  it  for  passage. 

First,  the  Environmental  Protection 
Agency's  review  of  "old"  pesticides— 
those  approved  for  use  before  1984— 
would  be  speeded  up.  The  cost  of  the 
accelerated  review  will  be  shared  by 
the  pesticide  producers  seeking  regis- 
tration. In  this  way,  instead  of  needing 
about  25  years  to  finish  the  review  of 
some  600  active  ingredients  still  re- 
quiring registration,  EPA  should  be 
able  to  complete  the  review  process  in 
about  9  years. 

Second,  the  bill  offers  some  protec- 
tion for  farmers  who  use  pesticides  in 
a  responsible  manner.  A  farmer  would 
not  be  liable  for  pesticide  damages  if 
he  or  she  follows  label  instructions  in 
applying  the  product. 

Third,  after  much  deliberation  over 
a  very  complex  procedure,  the  Agricul- 
ture Committee  put  together  a  proce- 
dure to  compensate  companies  that 
develop  pesticide  registration  data 
when  other  companies  seek  to  use  that 
data  to  mark  their  own  products.  The 
bill  before  us  has  a  dual  compensation 
procedure— one  for  pesticides  whose 
patent  terms  are  extended  by  congres- 
sional action,  another  for  pesticides 
whose  patent  has  expired.  I  would  en- 
courage my  colleagues  not  to  tinker 
with  the  rather  delicate  compromise 
that  has  been  accomplished  in  data 
compensation.  While  neither  side  got 
exactly  what  it  wanted  in  the  compro- 
mise, the  parties  involved  in  data  com- 
pensation feel  this  is  a  workable  proce- 
dure. I  doubt  that  we  can  do  better 
here  on  the  floor. 

The  FIFRA  bill  is  major  legislation 
dealing  with  a  very  real  concern— the 
safety  of  the  products  we  come  in  con- 
tact with  daily  in  our  attempt  to  im- 
prove our  food  products  and  our  living 
conditions.  We  depend  on  many  of 
these  pesticides  and  must  have  the  as- 
surance that  they  have  been  adequate- 
ly tested  and  responsibly  approved. 
I'm  proud  of  the  work  of  the  subcom- 
mittee which  did  the  groundwork  on 
this  bill;  the  full  committee  completed 
the  task  and  presents  a  balanced,  well- 
developed  piece  of  legislation.  The 
House  should  afford  it  a  resounding 
passage. 

Mr.  BEDELL.  Mr.  Chairman,  I  yield 
3  minutes  to  the  gentleman  from  Cali- 
fornia [Mr.  Brown],  who  has  been  a 
leader  in  this  effort  for  a  long,  long 


time.  I  commend  the  gentleman  for  all 
the  work  he  has  done. 

Mr.  BROWN  of  California.  Mr. 
Chairman,  I  express  my  appreciation 
to  the  chairman  of  the  subcommittee 
for  his  kind  remarks. 

Mr.  Chairman,  I  rise  to  applaud  the 
efforts  of  the  House  Agriculture  Com- 
mittee in  bringing  this  bill  to  the 
floor.  The  House  has  the  opportunity 
to  approve  a  major  reform  to  the  Fed- 
eral Insecticide,  Fungicide,  and  Roden- 
ticide Act  [FIFRA],  the  statute  which 
regulates  the  sale  and  use  of  pesti- 
cides. This  reform  represents  the  work 
of  numerous  people  over  the  last  year 
and  a  half  and  frankly  I  was  not  sure 
if  all  of  this  work  would  ever  pay  off. 

Mr.  Bedell  and  Mr.  Roberts,  the 
chairman  and  ranking  member  of  the 
subcommittee  which  crafted  this  legis- 
lation, are  to  be  praised  by  all  of  us  for 
their  patience  and  diligence  in  bring- 
ing this  compromise  to  its  present 
form.  Also  to  be  recognized  are  the 
representatives  from  the  chemical  in- 
dustry, the  farm  sector,  and  the  envi- 
ronmental community  who  negotiated 
many  of  the  provisions  before  us.  I 
have  never  seen  such  cooperation  and 
compromise  from  groups  who  have 
traditionally  been  adversaries,  and 
without  their  work  this  bill  would  not 
be  on  the  floor  today. 

I  urge  my  colleagues  to  support  this 
bill.  It  is  not  perfect  and  there  will  be 
some  amendments  offered  to  the  bill 
during  House  consideration.  But  it  is 
as  close  to  perfect  as  anyone  could 
expect,  given  the  controversial  nature 
of  this  issue.  It  is  also  a  long  overdue 
piece  of  legislation,  since  Congress  has 
been  unable  to  make  any  changes  to 
FIFRA  since  1978. 

The  need  for  this  legislation  should 
be  apparent  to  anyone  whd  has  fol- 
lowed events  in  this  area  over  the  last 
few  years.  Farmers  and  consumers 
alike  have  suffered  from  our  inability 
to  amend  FIFRA  and  e.stablish  a 
modern,  efficient  statutory  base  for 
the  pesticide  regulatory  program  con- 
ducted at  the  Environmental  Protec- 
tion Agency  [EPA].  I  remember  4 
years  ago  being  the  floor  manager  of 
an  earlier  FIFRA  reform  bill  that 
passed  the  House  but  died  in  the 
Senate.  I  albo  remember  the  chaos 
that  followed,  as  pesticide  crises  such 
as  EDB,  Bophal.  and  tainted  water- 
melons sent  public  concern  to  record 
levels. 

Without  Federal  action,  the  States 
began  acting  on  their  own,  as  is  their 
right,  and  our  Federal  regulatory 
system  began  lagging  behind  the  will 
of  the  public  to  set  more  stringent  pes- 
ticide regulation.  And  caught  up  in 
this  series  of  crisis  responses  were  the 
farmers  who  could  no  longer  predict 
whether  the  pesticide  used  today 
would  be  unacceptable  tomorrow. 

We  are  now  taking  long  overdue 
action  to  bring  the  Federal  regulatory 
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system  into  the  1980's.  We  should  sup- 
port the  efforts  of  the  committee  and 
the  interested  groups  and  pass  this 
legislation. 

D  1745 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  California  [Mr. 
Brown]  has  expired. 

Mr.  ROBERTS.  Mr.  Chairman.  I 
yield  1  additional  minute  to  the  gen- 
tleman from  California  [Mr.  Brown], 
and  I  ask  the  gentleman  to  yield  to 
me. 

Mr.  BROWN  of  California.  I  yield  to 
the  gentleman  from  Kansas. 

Mr.  ROBERTS.  Mr.  Chairman,  I 
simply  want  to  take  this  time  to  tell 
my  colleagues  that  I  made  some  very 
serious  comments  in  regards  to  my 
earlier  testimony  or  my  remarks  when 
I  referred  to  the  gentleman  as  the  god- 
father of  FIFRA.  I  am  not  sure  the 
gentleman  wants  that  title.  I  am  not 
too  sure  that  anybody  does,  in  that  as 
the  gentleman  has  pointed  out,  it  is  a 
compromise  bill.  If  the  gentleman  is  in 
fact  the  godfather  of  baby  FIFRA  on 
the  doorsteps  of  the  church  as  an 
orphan  child,  we  hope  that  baby  grows 
into  a  fine  young  man  or  woman  and 
we  can  make  some  progress,  but  I  do 
want  to  thank  the  gentleman,  and  he 
has  pointed  out  one  specific  thing  that 
I  think  is  important. 

This  is  not  only  the  result  of  the, 
say,  18  months  gauntlet  that  we  have 
gone  through,  but  it  has  been  the 
product  of  many  hours  of  testimony  in 
hearings.  There  is  nobody  in  this  Con- 
gress who  knows  more  about  this  issue 
than  the  gentleman  in  the  well  in 
terms  of  public  safety  and  the  wise  use 
of  pesticides  that  we  must  have  in  the 
farm  country.  I  want  to  pay  tribute  to 
the  gentleman  and  thank  him  for  his 
input. 

Mr.  BROWN  of  California.  The  gen- 
tleman is  very  kind.  I  appreciate  his 
remarks.  I  sometimes  hope  that  I 
could  forget  all  I  know  about  this  bill, 
and  probably  I  will. 

Mr.  ROBERTS.  Mr.  Chairman,  I 
yield  5  minutes  to  my  distinguished 
colleague  and  friend,  the  gentleman 
from  Michigan  [Mr.  Henry]. 

Mr.  HENRY.  Mr.  Chairman,  I  thank 
the  gentleman  for  yielding. 

Mr.  Chairman,  I  wish  to  commend 
the  members  of  the  Agriculture  Com- 
mittee for  their  tireless  efforts  to 
enact  meaningful  and  long-needed  re- 
forms to  our  Nation's  pesticide  laws. 
Although  in  legislation  of  this  scope 
no  one  is  entirely  satisfied,  nearly  all 
of  us  agree  that  it  is  a  great  improve- 
ment over  current  law. 

Of  a  particular  interest  to  me  is  the 
so-called  imported  food  provision, 
which  is  a  point  of  difference  between 
this  body  and  the  other  body.  Mainte- 
nance of  the  House  position  on  the  im- 
ported food  language  is  important  to 
both  consumers  and  farmers.  The 
House  position  greatly  enhances  the 


ability  of  our  farmers  to  compete  on  a 
level  playing  field  with  foreign  compe- 
tition, and  also  promotes  the  security 
of  consumers  that  the  food  they  buy  is 
safe.  Due  to  the  importance  of  this 
provision,  I  would  like  to  join  in  a 
short  colloquy  with  my  colleague  from 
Kansas  to  clarify  the  intent  of  the 
House  language. 

Is  it  true  that  under  current  law, 
while  EPA  may  cancel  the  registration 
of  a  pesticide  and  thus  suspend  its  use 
by  a  grower,  there  is  often  a  long 
period  of  time  before  EPA  changes  the 
tolerance  level  allowed  on  food  prod- 
ucts sold  commercially? 

Mr.  ROBERTS.  Mr.  Chairman,  if 
the  gentleman  will  yield,  the  answer  is 
"Yes." 

Mr.  HENRY.  Is  it  true  that  under 
current  law  that  in  this  time  lag  be- 
tween cancellation  and  a  suspension  of 
a  tolerance  level,  products  can  be  mar- 
keted which  may  contain  higher  than 
safe  levels  of  a  pesticide? 

Mr.  ROBERTS.  If  the  gentleman 
will  continue  to  yield,  the  answer  is 
"Yes." 

Mr.  HENRY.  Is  it  true  that  under 
current  law  before  a  tolerance  level  is 
lowered  or  suspended,  foreign  growers 
of  food  products  can  still  import  food 
products  treated  with  a  banned  pesti- 
cide, leaving  a  residue  of  a  dangerous 
pesticide  remaining? 

Mr.  ROBERTS.  If  the  gentleman 
will  yield,  again  the  answer  is  "Yes." 

Mr.  HENRY.  But  is  it  not  true  also 
that  at  the  same  time  domestic  grow- 
ers of  that  very  same  food  cannot  use 
the  banned  pesticide  and  may  be 
forced  to  either  use  a  higher  cost  pes- 
ticide or  reduce  product  quality  by  not 
using  any  pesticide? 

Mr.  ROBERTS.  Again,  if  the  gentle- 
man will  yield,  the  answer  is  "Yes." 

Mr.  HENRY.  So  under  current  law, 
even  though  a  pesticide  may  be 
banned  from  domestic  use,  buyers  of 
food  products  can  often  for  long  peri- 
ods of  time  still  be  buying  and  con- 
suming imported  food  products  which 
contain  residues  of  pesticides  actually 
banned  in  the  United  States. 

Mr.  ROBERTS.  If  the  gentleman 
will  yield,  that  is  true. 

Mr.  HENRY.  So  it  seems  that  cur- 
rent law  effectively  discriminates 
against  the  American  farmer  in  favor 
of  foreign  growers,  while  at  the  same 
time  offering  no  additional  protection 
for  the  consumers  of  food? 

Mr.  ROBERTS.  If  the  gentleman 
will  yield.  I  think  that  current  law  ac- 
tually does  that. 

Mr.  HENRY.  My  understanding  is 
that  the  Agriculture  Committee  of 
this  body  has  corrected  current  law  by 
mandating  EPA  to  change  the  toler- 
ance level  allowed  on  food  products  no 
later  than  60  days  after  EPA  takes 
action  against  the  use  of  a  pesticide. 
This  revocation  of  a  tolerance  level 
would  serve  both  to  protect  food  con- 
sumers, as  well  as  prevent  our  farmers 


from  being  penalized  vis-a-vis  foreign- 
ers. 

Mr.  ROBERTS.  If  the  gentleman 
will  yield,  that  is  also  true. 

Mr.  HENRY.  It  is  also  my  under- 
standing that,  in  spite  of  the  obvious 
discrimination  and  public  danger  in 
the  current  law  that,  at  this  time,  the 
other  body  has  not  acted  to  change  in 
any  way  this  provision.  -» 

Mr.  ROBERTS.  If  the  gentleman 
will  yield,  that  is  the  case  and  that  is  a 
very  important  point. 

Mr.  HENRY.  Mr.  Chairman,  I  thank 
the  gentleman. 

If  that  is  indeed  the  case,  I  would 
urge  my  colleague  and  all  other  Mem- 
bers who  may  be  in  conference  with 
the  other  body  to  hold  fast  to  the 
House  language  in  this  regard,  and 
protect  both  the  American  farmer  and 
the  American  consumer. 

I  am  hoping  that  this  gentleman  at 
least  can  give  me  that  assurance. 

Mr.  ROBERTS.  If  the  gentleman 
will  yield  further,  we  will  do  our  best 
to  preserve  the  intent  of  the  House 
bill. 

Mr.  Chairman,  will  the  gentleman 
yield  for  a  question? 

Mr.  HENRY.  I  am  pleased  to  yield  to 
the  gentleman  from  Kansas. 

Mr.  ROBERTS.  The  gentleman  is 
not  trying  to  add  anything  that  is  not 
already  in  the  bill? 

Mr.  HENRY.  No,  certainly  not. 

Mr.  ROBERTS.  And  the  gentle- 
man's concern  is  for  the  products  that 
are  produced  in  significant  quantities 
by  domestic  producers? 

Mr.  HENRY.  The  gentleman  is  cor- 
rect. 

Mr.  ROBERTS.  Mr.  Chairman.  I 
thank  the  gentleman. 

Mr.  BEDELL.  Mr.  Chairman.  I  yield 
3  minutes  to  the  gentleman  from  Lou- 
isiana [Mr.  Huckaby],  a  member  of 
the  committee. 

Mr.  HUCKABY.  Mr.  Chairman,  I 
thank  the  gentleman  from  Iowa  for 
yielding. 

First  of  all,  I  would  like  to  commend 
my  good  friend.  Congressman  Bedell. 
for  the  outstanding  work  he  has  done 
on  the  Agriculture  Committee  for 
some  10  or  12  years  now.  We  are  cer- 
tainly going  to  miss  him.  The  gentle- 
man has  done  an  awfully  lot  of  good 
work  in  the  past  year  in  bringing  this 
bill  to  the  floor  of  the  House  of  Repre- 
sentatives at  this  point  in  time. 

There  are  a  lot  of  compromises  in 
this  bill.  A  few  questions  still  remain 
to  be  resolved  that  unfortunately  will 
have  to  come  down  to  a  vote  on  the 
floor  of  the  House  of  Representatives. 

One  of  the  areas  that  I  have  concern 
with  is  the  so-called  data  compensa- 
tion issue.  Prior  to  1978,  we  treated  ag- 
ricultural chemicals  like  everything 
else.  They  had  a  17-year  patent.  Once 
your  patent  expired,  other  companies 
could  then  enter  into  the  field  and 
market  the  product. 
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Well,  the  1978  revisions  in  the 
FIFRA  law  set  up  an  arbitration 
panel,  an  arbitration  judge,  so  that  a 
company  who  wanted  to  go  and 
market  a  product  after  the  patent  ex- 
pired would  have  to  appeal  before  this 
judge  to  determine  what  amount  of 
money  he  would  pay  the  company 
that  originally  held  the  patent  in 
order  to  be  able  to  manufacture  this 
chemical. 

Well,  the  precedents,  what  few  there 
have  been,  have  ruled  that  this  new 
small  company  that  wanted  to  start 
making  this  drug,  a  generic  chemical, 
so  to  speak,  would  have  to  pay  fair 
market  value.  Sometimes  that  would 
mean  literally  in  the  hundreds  of  mil- 
lions of  dollars. 

As  a  result  of  that,  we  have  not  had 
any  generic  chemicals  enter  the 
market  since  1978.  History  has  shown 
us  and  we  can  look  to  various  coun- 
tries overseas  today  and  see  that  the 
exact  same  chemical,  the  exact  same 
pesticide  that  is  being  sold  here  in  the 
United  States  where  it  has  gone  off 
patent  overseas  is  selling  for  less  than 
half  what  it  is  here  in  the  United 
States;  so  I  am  concerned  about  that 
issue  in  this  bill. 

Clearly,  it  was  my  understanding  in 
1978  when  we  addressed  this  bill  that 
we  would  not  be  in  effect  giving  a 
patent  extension  forever.  I  do  not 
think  that  is  the  intent  of  Congress. 

I  think  we  need  to  look  at  the  phar- 
maceutical industry,  the  action  that 
Congress  has  taken  here  in  prior 
years,  where  we  have  seen  generic 
drugs  go  to  the  market.  I  think  that 
would  be  a  good  approach  for  us  to  use 
for  agricultural  chemicals,  so  that 
after  the  time  has  elapsed  of  the 
patent  protection  our  farmers  could 
buy  agricultural  chemicals  at  signifi- 
cantly lower  prices  than  they  can 
today. 

Mr.  BEDELL.  Mr.  Chairman,  I  yield 
2  minutes  to  the  gentleman  from  Cali- 
fornia [Mr.  Panetta]. 

Mr.  PANETTA.  Mr.  Chairman.  I  also 
want  to  take  the  time  to  commend  the 
gentleman  from  Iowa  for  all  the  work 
and  commitment  that  he  has  put  into 
trying  to  come  up  with  this,  and  also 
the  gentleman  from  Kansas  on  the  mi- 
nority side,  whose  cooperation  in 
really  trying  to  work  and  find  an  area 
of  compromise  with  regard  to  FIFRA 
law  I  think  has  been  laudatory  on 
both  sides.  I  want  to  give  that  com- 
mendation, because  oftentimes  when  a 
bill  as  complex  as  the  FIFRA  bill 
comes  before  the  House,  there  are  not 
a  lot  of  Members  who  really  focus  on 
exactly  what  went  into  this.  It  took  a 
lot  of  work.  It  took  many  hours  of 
compromise  working  with  a  group  of 
constituencies  that  sometimes  range 
across  the  face  of  the  Nation  from  the 
far  left  to  the  far  right  and  everything 
in  between,  and  yet  both  of  these  gen- 
tlemen working  very  hard  with  all 
those  groups  I  think  have  come  to- 


gether and  put  together  the  kind  of 
compromise  that  hopefully  the  House 
will  concur  in. 

Mr.  Chairman,  I  rise  in  strong  sup- 
port of  H.R.  2482.  which  reforms  the 
Federal  Insecticide,  Fungicide,  and  Ro- 
denticide  Act  [FIFRA],  and  urge  my 
colleagues  to  adopt  these  import«uit 

Refcrm  of  this  oountry's  arotaaic  pes- 
ticide laws  is  long  overdue.  This  bill 
contains  tough  restrictions  on  danger- 
ous pesticides  and  is  supported  by  a 
broad  coaUtion  of  farm,  chemical,  and 
environmental  organizations.  It  sets 
up  a  system  to  reassess  thousands  of 
older  pesticides  which  have  not  been 
tested  to  ensure  that  they  meet  cur- 
rent safety  standards. 

Prior  to  the  1970's,  pesticides  were 
not  tested  for  their  long-term  effects 
on  humans,  such  as  cancer  and  birth 
defects,  or  for  the  environmental 
impact  on  soil  and  water  or  concentra- 
tion in  the  food  chain.  These  older 
chemicals  should  have  been  reassessed 
following  a  1972  rewrite  of  FIFRA, 
which  required  that  EPA  bring  all 
older  pesticides  up  to  current  stand- 
ards. The  number  of  pesticides  in- 
volved is  staggering— most  of  the  more 
than  50,000  pesticides  in  use  today 
have  not  been  reassessed. 

Despite  requirements  under  current 
law,  the  General  Accounting  Office  re- 
cently concluded  that  EPA  has  failed 
to  reassess  most,  if  not  all,  of  the 
thousands  of  older  chemicals.  If  Con- 
gress fails  to  act  this  time  to  toughen 
the  FIFRA  law,  current  conditions  will 
prolong  consumers'  exposure  to  haz- 
ardous chemicals. 

As  my  colleagues  know.  Mr.  Roberts 
intends  to  offer  a  uniform  tolerance 
amendment  that  would  prohibit  States 
from  setting  tougher  standards  for 
pesticide  residues  allowed  on  food 
products.  I  will  be  offering  a  compro- 
mise substitute  to  the  Roberts  amend- 
ment to  ensure  that  States  retain  a 
role  in  regulating  the  level  of  pesticide 
residues  on  food. 

Frankly,  the  Federal  Government's 
record  in  protecting  public  health  and 
the  environment  from  dangerous  pes- 
ticides has  been  abysmal.  Before  the 
reforms  under  the  bill  before  us  today 
are  given  a  chance  to  operate,  I  have 
grave  reservations  about  the  automat- 
ic nature  of  the  Roberts  amendment. 
If  uniform  standards  are  to  be  en- 
acted, I  believe  that  it  must  be  done 
through  a  process  that  ensures  that 
States  and  other  interested  parties 
have  an  opportunity  to  participate 
meaningfully. 

Current  pesticide  laws  require  EPA 
to  set  limits— or  tolerances— for  pesti- 
cide residues  that  food  products  can 
legally  contain.  Under  these  laws. 
States  have  the  right  to  set  stricter 
tolerance  levels  than  the  Federal  gov- 
ernment. States  have  occasionally  set 
tougher  standards.  For  example,  in  re- 
sponse to  the  alarming  discovery  of 


ethylene  dibromide  [EDB]  in  calce 
mixes  and  other  food  products,  a 
handful  of  States  set  stricter  toler- 
ances for  EDB  in  the  ewly  1980's.  EPA 
later  took  action  to  ban  the  use  of  this 
chemical. 

The  problem  is  that  interstate  move- 
ment of  agrtcultural  products  is  seri- 
ously disrupted  wlMn  States  «MKt  dif- 
ferent standards.  This  creates  a  hard- 
ship for  farmers,  food  processor*,  and 
retailers  who  cannot  markst  their 
products  in  States  that  set  tovgher 
standards. 

The  Roberts  ansndment  responds  to 
this  problem  by  estaUishlng  a  system 
of  uniform  nationwide  pesticide  toler- 
ances. The  problem  with  this  amend- 
ment is  that  it  goes  too  far  in  the 
other  direction.  It  denies  States  any 
meaningful  opportunity  to  participate 
with  the  Federal  Government  in  arriv- 
ing at  these  uniform  tolerances. 

My  amendment,  while  assuring  uni- 
form standards  for  pesticides  deter- 
mined by  EPA  to  be  safe,  would  guar- 
antee States  a  role  in  developing  any 
uniform  standards.  Under  my  amend- 
ment, uniform  tolerances  would  be  set 
through  existing  procedures,  under 
which  EPA  would  propose  a  uniform 
tolerance  and  States  and  other  inter- 
ested parties  would  have  the  opportu- 
nity to  comment.  This  regular  proce- 
dure guarantees  States  due  process 
and  the  right  to  be  heard.  The  Rob- 
erts amendment  would  give  States  no 
role  prior  to  the  establishment  of  the 
standards. 

Both  the  Roberts  amendment  and 
the  Panetta  compromise  authorize 
EPA  to  grant  individual  States  the 
right  to  establish  a  separate  standard 
for  individual  pesticides  after  a  uni- 
form standard  has  been  set.  However, 
the  petition  process  for  States  would 
be  so  stringent  under  the  Roberts 
amendment  as  to  be  practically  use- 
less. The  Panetta  compromise  would 
give  EPA  greater  flexibility  to  grsmt  a 
State's  request. 

My  compromise  amendment  proper- 
ly balances  the  competing  interests.  It 
gives  EPA  an  important  tool  to  assure 
that  national  food  marketing  contin- 
ues while  ensuring  States  a  prominent 
voice  in  the  process  of  protecting  the 
public  health  from  excessive  pesticide 
residues. 

The  time  has  come  to  enact  respon- 
sible pesticide  reforms.  Without  tough 
action,  we  are  literally  endangering 
the  lives  of  American  consumers.  I 
urge  your  support  for  the  tough  provi- 
sions of  H.R.  2482  and  for  my  compro- 
mise amendment. 

Mr.  BEDELL.  Mr.  Chairman,  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  Maryland  [Mr. 
HoYER]  for  a  colloquy. 

Mr.  HOYER.  Mr.  Chairman.  I  thank 
the  distinguished  subcommittee  chair- 
man and  want  to  join  his  many  col- 
leagues who  have  served  with  him  on 
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the  committee  in  congratulating  him 
on  his  past  service  and  congratulating 
him  in  particular  on  the  work  that  he 
has  done  with  respect  to  this  particu- 
lar piece  of  legislation.  It  is  an  impor- 
tant bill.  I,  for  one,  in  the  subdivision 
that  I  represent  very  much  appreciate 
the  subcommittee  chairman,  the  gen- 
tleman from  Iowa  [Mr.  Bedell],  giving 
attention  to  the  particular  problem. 

As  the  chairman  knows.  I  had 
planned  to  offer  an  amendment  to 
clarify  that  political  subdivisions  of 
States  can  adopt  ordinances  requiring 
notification  of  pesticide  use.  This  is  a 
very  important  issue  within  the  State 
of  Maryland,  where  both  Prince 
George's  County,  which  I  represent  in 
the  House,  and  Montgomery  County 
have  recently  passed  notification  ordi- 
nances so  people  can  take  precautions 
when  pesticides  are  sprayed  in  their 
neighborhoods.  I  believe  that  the  Fed- 
eral Insecticide,  Fungicide,  and  Roden- 
ticide  Act  does  not  prohibit  such  ordi- 
nances for  two  reasons:  First,  the  stat- 
ute is  silent;  and  second,  such  silence 
means  political  subdivisions  of  States 
can  pass  local  pesticide  ordinances 
unless  expressly  prohibited  by  the 
State.  My  amendment  would  have 
clarified  that  point  by  explicitly  stat- 
ing that  political  subdivisions  of  States 
are  not  prohibited  from  acting  in  the 
interest  of  public  health,  safety,  and 
welfare.  Because  it  is  important  to 
move  this  landmark  bill  forward  with- 
out divisive,  protracted  debate,  I  do 
not  plan  to  offer  the  amendment. 

Mr.  BEDELL.  Mr.  gieurman,  will 
the  gentleman  yield?  y 

Mr.  HOYER.  I  ani^lad  to  yield  to 
the  gentleman  from  Iowa. 

Mr.  BEDELL.  I  agree  with  the  gen- 
tleman from  Maryland  that  cities, 
towns,  counties,  and  other  political 
subdivisions  of  States  should  be  able 
to  pass  ordinances  regarding  pesti- 
cides, and  in  this  particular  case,  con- 
cerning public  notification.  I  appreci- 
ate the  candid  and  informative  discus- 
sions that  the  gentleman  from  Mary- 
land has  had  with  me  and  with  other 
members  of  the  committee  concerning 
his  amendment  and  the  rationale 
behind  it,  and  I  thank  him  for  his  co- 
operation. 

Mr.  HOYER.  Mr.  Chairman,  I  thank 
the  subcommittee  chairman. 

I  would  further  like  to  ask  the  dis- 
tinguished chairman  of  the  subcom- 
mittee if  I  am  correct  in  my  assump- 
tion that  the  chairman  of  the  commit- 
tee has  represented  to  the  staff  and  to 
me  that  he  will  agree  to  hold  hearings 
on  this  very  important  issue  in  the 
early  part  of  the  next  session,  an  issue 
of  such  great  importance  to  many 
local  communities,  in  general,  and  to 
the  people  of  Prince  Georges  and 
Montgomery  Counties  in  Maryland,  in 
particular. 

Mr.  BEDELL.  Mr.  Chairman,  will 
the  gentleman  yield? 


Mr.  HOYER.  I  am  glad  to  yield  to 
the  gentleman  from  Iowa. 

Mr.  BEDELL.  Mr.  Chairman,  I  ap- 
preciate the  gentleman's  willingness  to 
defer  his  amendment,  and  I  am  as- 
sured by  the  chairman  that  the  com- 
mittee or  subcommittee  will  hold  hear- 
ings on  the  specific  issue  of  whether 
political  subdivisions  of  States  can 
enact  ordinances  addressing  public  no- 
tification of  pesticide  use  and  related 
subjects  very  early  in  the  next  session. 
I  understand  that  many  cities,  towns, 
and  counties  across  the  country  are 
considering  such  laws  and  a  few  politi- 
cal subdivisions  have  enacted  such  or- 
dinances, and  that  this  issue  deserves 
full  consideration  by  the  House. 

Mr.  HOYER.  I  thank  the  gentleman 
and  again  congratulate  him  on  his  ef- 
forts and  his  work,  his  successful 
work,  and  wish  him  well  on  the  pas- 
sage of  this  bill. 

□  1800 

Mr.  BEDELL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  HOYER.  I  yield  to  the  gentle- 
man from  Iowa. 

Mr.  BEDELL.  I  wish  to  again  thank 
the  gentleman.  It  is  the  type  of  coop- 
eration that  he  has  given  us  in  this 
issue  that  has  made  it  possible  for  us 
to  bring  this  bill  to  the  House,  and  I 
want  him  to  know  how  much  I  appre- 
ciate his  cooperation. 

Mr.  EVANS  of  Illinois.  Mr.  Chairman,  getting 
the  environmental  community  and  this  Na- 
tion's agrichemical  industry  to  agree  on  the 
right  course  of  action  has  always  been  diffi- 
cult. This  is  particularly  true  when  the  topic  is 
the  Federal  Insecticide,  Fungicide,  and  Ro- 
denticide  Act  [FIFRA],  which  is  the  primary 
Federal  legislation  regulating  the  use  of  pesti- 
cides. The  balance  between  protecting  health 
and  the  environment  with  the  interests  of  the 
pesticide  manufacturers  is  precarious.  And  in- 
creased media  attention  on  the  environmental 
and  health  risks  posed  by  pesticides  has  ele- 
vated a.nrl  polarized  debate. 

The  legislation  before  the  House  today  rep- 
resents an  historic  breaK  with  this  contentious 
past.  The  FIFRA  reform  bill  has  the  full  sup- 
port of  more  than  90  farm  chemical  compa- 
nies including  Monsanto,  duPont,  CIBA- 
GEIGY,  Union  Carbide,  Shell,  and  Eli  Lilly.  It 
has  also  been  endorsed  by  the  American 
Farm  Bureau  Federation. 

In  addition  more  than  40  organizations  rep- 
resenting environmentalists,  labor,  and  con- 
sumers have  signed  on.  These  groups  include 
the  National  Wildlife  Federation,  Sierra  Club, 
Natural  Resources  Defense  Council,  Consum- 
ers Union,  and  the  AFL-CIO. 

The  FIFRA  bill  before  the  House  is  the 
result  of  an  agreement  reached  after  more 
than  2  years  of  negotiations  t}etween  these 
parties.  That  agreement  produced  notable 
achievements  such  as  streamlined  EPA  regu- 
lations, improved  health  and  safety  testing  of 
pesticides,  better  controls  of  exported  pesti- 
cides, arxl  a  community-rtght-to-know  provi- 
sion. 

Mr.  Chairman,  although  as  a  body  the 
House  prides  itself  on  the  spirit  of  compro- 


mise, the  coalition  of  support  on  the  FIFRA 
bill  reflects  a  notable  and  unique  occasion  of 
constructive,  bipartisan  compromise  of  a  cort- 
troversial  issue.  I  urge  my  colleagues  to  sup- 
port this  bill. 

Mr.  MARLENEE.  Mr.  Chairman,  I  commend 
the  tireless  efforts  of  my  colleagues  and 
friends  on  the  Agriculture  Committee  which 
are  reflected  in  H.R.  2482.  The  compromises 
contained  in  this  bill  were  reached  only  after 
hours  of  negotiation  and  represent  the  views 
of  many  individuals.  However,  I  voted  against 
reporting  the  bill  out  of  committee  for  a 
number  of  reasons. 

First,  I  question  the  need  for  this  greatly  ex- 
panded version  of  FIFRA.  Montana  has  a 
great  many  farmers  and  ranchers  affected  by 
this  bill,  and  producers  who  have  contacted 
me  are  reluctant,  in  view  of  their  experience 
with  the  Environmental  Protection  Agency  and 
the  Federal  Government  in  general,  to  see  the 
additional  authority  created  in  those  bodies. 

Second,  a  major  concern  I  have  with  this 
legislation  is  the  underlying  provision  of  this 
bill  which  provides  for  user  fees.  The  bill  pro- 
vides for  a  one-time  fee  on  active  ingredients 
to  assist  EPA's  reregistration  effort.  If  it  is  in 
the  public  interest  to  monitor  the  use  of  pesti- 
cides— a  view  I  do  not  necessarily  adhere 
to — then  it  is  in  the  public  interest  to  pay  for 
the  reregistration  of  these  active  ingredients. 
The  chemical  companies  have  not  asked  for 
this  reregistration— it  is  the  environmentalists 
that  have  pushed  for  specific  deadlines  on  re- 
registration. Therefore,  all  of  the  funds  for  this 
legislation  should  come  through  the  appropria- 
tions process,  not  through  user  fees. 

Third,  this  bill,  especially  the  title  on  reregis- 
tration, provides  for  EPA  to  meet  specific 
deadlines.  Many  of  these  deadlines  are  simply 
unrealistic  because  of  the  amount  of  data  that 
must  be  analyzed  for  reregistration  and  the 
amount  of  manpower  and  funding  resources 
available  to  EPA  to  accomplish  reregistration 
on  time. 

This  bill  says  that  EPA's  failure  to  meet 
these  deadlines  is  subject  to  judicial  review. 
This  language  authorizes  lawsuits  by  anyone 
when  EPA  misses  a  deadline.  The  direct  cost 
to  the  public  can  be  very  high — generally 
about  $50,000  per  lawsuit  to  pay  plaintiff's  at- 
torneys' fees.  While  there  is  no  specific  attor- 
neys' fee  provision  in  this  bill,  fees  can  be 
awarded  under  the  Equal  Access  to  Justice 
Act.  These  fees  are  paid  out  of  the  agency's 
[EPA]  budget.  This  language  authorizes  law- 
suits by  anyone  when  EPA  misses  a  deadline. 

The  theory  is  that  the  public  benefits  be- 
cause the  lawsuit  forces  EPA  to  act.  However, 
these  suits  are  really  a  convenient  way  for  in- 
terested plaintiffs  and  lawyers  to  get  money. 
Also,  rarely,  if  ever,  do  these  lawsuits  force 
the  agency  to  do  more  than  it  is  already 
doing.  It  offends  common  sense  and  public 
policy  to  allow  the  taxpayer  to  pay  for  attor- 
neys' fees  in  deadline  suits.  I  attempted  to 
amend  the  bill  in  the  full  House  Agriculture 
Committee  to  say  that  no  attorneys  fees  or 
expense  shall  be  awarded  for  lawsuits  brought 
under  this  section  for  failure  to  meet  dead- 
lines. Regretfully,  for  America's  taxpayer  and 
farmer,  this  amendment  failed. 

The  administration  supports  the  enactment 
of  my  proposed  amendment  In  a  letter  dated 
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September  16.  1986,  the  U.S.  Department  of 
Justice  concurs  in  my  corKlusion  that  allowing 
attorneys'  fees  for  breaches  of  every  statutory 
deadline  makes  little  sense  and  supports  my 
proposed  amendment. 

The  letter  further  noted  that  Justice  records 
indicate  that  over  $2.6  million  have  been 
awarded  against  the  United  States  in  61  attor- 
neys' fees  cases  handled  t)y  the  Land  and 
Natural  Resources  Division  alone  since  1980. 
Attorney's  fees  provisions,  according  to  Jus- 
tice, for  the  most  part,  provide  little  or  no  guid- 
ance as  to  when  an  award  of  attorneys'  fees 
is  appropriate,  or  what  constitutes  a  reasona- 
ble award.  Justice  further  notes  that  in  some 
cases,  attorney's  fees  award  have  greatly  ex- 
ceeded the  relief  obtained  by  the  parties  to 
ttie  proceeding. 

It  Is  my  view,  therefore,  that  at  a  minimum 
Congress  should  prohibit  the  award  of  any  at- 
torneys' fees  in  a  suit  brought  to  enforce  the 
deadlines  In  the  reregistration  section.  I  will  be 
offering  this  amendment  on  the  House  floor. 

Fourth,  an  issue  of  great  concern  to  all  of 
America's  agriculture  was  left  unresolved  in 
this  bill.  An  attempt  by  producer-oriented 
members  of  the  House  Agriculture  Committee 
to  amend  the  bill  by  Including  a  section  on 
uniform  tolerances  for  pesticide  residues  was 
attempted.  This  issue  surfaced  a  few  years 
ago  after  the  EDB  scare.  EDB  was  a  major  fu- 
migant  for  citrus  and  grain  producers.  Howev- 
er, it  was  also  discovered  that  it  was  a  carcin- 
ogen if  ingested  by  lab  animals  in  extremely 
large  doses.  It  t>ecame  a  media  event  In  some 
States  when  food  was  taken  off  of  grocery 
shelves  in  front  of  TV  cameras. 

At  that  time  several  States  took  it  upon 
themselves  to  establish  tolerances  different 
from  the  Federal  level.  This  created  what 
some  people  believe  to  be  a  unfair  and  un- 
workable burden  on  interstate  commerce.  It 
makes  little  sense  for  the  Federal  Government 
through  EPA  and  FDA  to  establish  tolerances 
based  upon  the  best  scientific  evidence  and 
then  have  States  establish  their  own  toler- 
ances based  upon  questionable  expertise.  I 
will  fully  support  the  uniform  tolerances' 
amendment  when  it  is  offered. 

Mr.  ROBERTS.  Mr.  Chairman,  I 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  my  time. 

Mr.  BEDELL.  Mr.  Chairman.  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

Mr.  Chairman.  I  move  that  the  Com- 
mittee do  now  rise. 

The  motion  was  agreed  to. 

Accordingly  the  Committee  rose, 
and  the  Speaker  pro  tempore  [Mr. 
Hoyer]  having  assumed  the  chair,  Mr. 
McHuGH.  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of 
the  Union,  reported  that  that  Commit- 
tee, having  had  under  consideration 
the  biU  (H.R.  2482)  to  amend  the  Fed- 
eral Insecticide.  F\ingicide,  and  Roden- 
ticide  Act,  and  for  other  purposes,  had 
come  to  no  resolution  thereon. 


which  to  revise  and  extend  their  re- 
marks on  the  bill.  H.R.  2482. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Pennsylvania? 

There  was  no  objection. 


GENERAL  LEAVE 

Mr.  GAYDOS.  Mr.  Speaker.  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  within 


D  1210 

OPENING  DAY  AT  PUNTA  DEL 
ESTE 

(Mr.  ALEXANDER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks  and  include  extraneous 
matter.) 

Mr.  ALEXANDER.  Mr.  Speaker,  this 
week  a  new  round  of  negotiations  to 
lay  the  ground  rules  for  the  world 
trade  is  taking  place  in  Uruguay.  The 
financial  future  of  all  producers,  espe- 
cially the  American  farmer,  is  on  the 
table. 

Mr.  Speaker.  I  include  a  copy  of  the 
proceedings  from  the  opening  day  in 
Uruguay  for  the  consideration  of 
those  Members  who  are  interested  in 
those  proceedings. 

Ambassador  Yeutter  has  reported  that 
the  atmosphere  at  the  GATT  Ministerial 
meeting  in  Punta  del  Este  is  "reasonably 
good".  The  numl)er  of  countries  is  growing 
in  favor  of  a  new  round— called  the  Uruguay 
Round— based  on  the  conununique  ham- 
mered out  in  Geneva. 

Departing  from  his  prepared  remarks. 
Ambassador  Yeutter  told  the  Ministers  that 
GATT  must  adapt  to  today's  realities  or  risk 
disappearing.  The  world  faces  a  near -crisis 
in  agricultural,  for  example,  and  the  situa- 
tion will  l>ecome  even  more  confrontational 
if  a  solution  is  not  found  quickly.  The 
GATT,  Yeutter  said,  must  deal  with  intel- 
lectual property  rights,  services  and  invest- 
ment, all  of  which  would  l>enefit  t>oth  devel- 
opment and  developing  countries.  Calling 
for  a  strengthened  GATT,  expecially  its  dis- 
putes settlement  mechanisms,  the  Ambassa- 
dor suggested  that  the  Ministers  meet  every 
year  or  two  to  give  the  organization  the 
status  it  deserves. 

Although  many  obstacles,  remain  to  t>e 
overcome— particularly  on  services,  agricul- 
ture, investment  and  intellectual  property— 
our  delegation  believes  that  initial  reactions 
from  bilaterals  with  the  French,  Australians 
and  others  indicate  some  hope  that  progress 
can  he  made  in  the  areas  of  most  concern  to 
us.  Ambassador  Yeutter  also  told  the  press, 
however,  that  he  would  return  to  Washing- 
ton this  weekend  to  be  on  hand  next  week 
to  meet  with  the  Congress  on  trade  legisla- 
tion. 

President  Sanguinetti  of  Uruguay  opened 
the  plenary  session  of  the  GATT  ministerial 
meeting  by  calling  it  the  "most  important 
trade  meeting  in  the  post-war  period."  He 
spoke  of  the  symbolism  of  holding  the  meet- 
ing in  Latin  America  and  described  his  coun- 
trys  efforts  to  promote  its  fledgling  political 
and  economic  democracy.  He  mentioned  the 
need  for  countries  like  his  to  have  free  trade 
and  open  markets  in  order  to  have  a  chance 
to  grow  out  of  their  problems. 

He  mentioned  the  growth  of  protection- 
ism that  is  crunching  LDCS.  Uruguay,  for 
example,  has  a  traditional  farm  economy 
and  its  farmers  now  find  themselves  com- 
peting, not  with  other  farmers,  but  with  na- 
tional treasuries.  Even  industrial  country 


consumers  and  workers  lose  by  the  policies 
of  developed  countries  that  sut>sidize  farm 
exports,  he  said. 

He  spoke  of  the  Cartagena  consensus  and 
pointed  out  that  the  debt  problem  is  not 
just  a  financial  one,  but  also  a  trade  prob- 
lem. Economies  of  LE>CS  must  grow  In  order 
to  handle  their  debt  burdens. 

He  reaffirmed  the  need  for  free  trade 
without  discrimination,  but  argued  that 
LDCS  need  a  few  years  of  "principles  and 
standards  that  allow  us  to  move  more 
easily." 

He  called  for  open  hearts  and  minds  to 
find  complex  solutions  to  complex  prob- 
lems, arguing  that  industrial  countries  must 
learn  to  adjust  to  changing  conditions  as 
LDCS  have  had  to  do.  Clearly  referring  to 
the  need  for  reform  in  agricultural  policies 
of  developed  countries,  he  said  he  was  not 
calling  for  sudden,  traumatic  change,  but 
for  a  commitment  to  make  progress  step  by 
step.  He  insisted  that  we  must  t>e  able  to  see 
a  light  at  the  end  of  the  tunnel,  to  know 
that  there  is  a  horizon  and  a  dawn  ahead. 
He  compared  closed  trade  to  fuedalism  and 
said  open  trade  can  lead  to  renaissance. 

Japanese  Foreign  Minister  Kuranari  then 
formally  opened  the  session  and  proposed 
that  the  new  round  be  named  the  Uruguay 
round. 

Uruguayan  Foreign  Minister  Iglesias  then 
spoke  of  his  confidence  that  the  meeting 
will  be  successful.  He  spoke  of  the  LDCS  de- 
clining trade  and  increasing  debt.  He  men- 
tioned GATT  violations  and  the  lack  of  dis- 
ciplines in  agriculture.  He  said  we  need  to 
fix  the  problems  of  the  past  and  lay  the 
foundation  for  improvement  on  mutual  con- 
fidence and  if  so  would  tie  successful. 

He  indicated  that  heads  of  delegation 
would  meet  on  a  regular  basis  and  that 
Egypt.  Luxembourg  and  Nicaragua  would 
sit  in  the  chair  when  he  was  out  of  the 
room.  The  first  heads  of  Del  meeting  was 
called  for  10:30  a.m.  Tuesday. 

GATT  Director  General  Dunkel  said  it  is 
rare  for  ministers  to  meet  as  often  as  twice 
in  four  years.  He  said  protectionism  has  ex- 
panded and  created  problems.  He  said  the 
trade  system  will  l)e  changed  and  we  must 
work  together  to  see  that  the  change  is  for 
the  better.  Colombian  GATT  Ambassador 
Jaramillo  then  reported  on  his  services 
group.  He  indicated  that  a  lot  of  preparato- 
ry work  was  done  on  methodology  and  data, 
but  that  there  was  no  consensus  on  whether 
to  recommend  a  negotiation  on  services. 
The  views  were  too  divergent  to  prepare  a 
text  for  ministers. 

Canadian  Foreign  Minister  Clark  opened 
by  endorsing  the  name  "Uruguay  Round." 
He  called  for  a  new  round  that  is  "global 
and  ambitious"  and  he  warned  that  the 
chaos  that  precede  GATT  could  come  again 
if  we  fail  to  move  forward.  He  spoke  of  the 
need  for  negotiations  on  agriculture,  serv- 
ices, natural  resources  and  dispute  settle- 
ment and  endorsed  W47  Rev  2.  He  called  for 
a  "clean  launch"  of  the  new  round. 

Ambassador  Yeutter  commended  his  pre- 
pared text  to  the  delegates  attention,  but 
spoke  extemporaneously.  He  called  this 
meeting  the  most  imporUnt  trade  meeting 
ever.  The  world  is  rapidly  changing,  he  said, 
and  the  GATT  also  must  change,  because 
the  world  wont  adjust  to  the  GATT. 
Today's  GATT  does  not  meet  the  world's 
needs,  he  said,  while  noting  that  he  was  not 
criticizing  the  GATT  Secreteriat.  All  con- 
tracting parties  make  the  GATT  what  It  Is. 
And  the  CPS  must  ask  more  of  the  GATT. 
We  haven't  asked  enough  of  it,  he  said.  We 
must  increase  the  status  of  the  GATT  and 
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strengthen  its  dispute  settlement  proce- 
dures, which  he  called  "grossly  inadequate." 
He  said  the  GATT  must  do  more  surveil- 
lance like  the  IMF  does  so  that  CI^  are 
called  to  account  for  their  trade  actions. 

He  said  ministers  ought  to  meet  more 
often,  perhaps  every  year  or  two.  so  that 
ministers  would  be  more  involved  in  the 
GATT  and  it  would  have  the  stature  it  de- 
serves. He  called  for  more  coordination  be- 
tween the  GATT,  the  World  Bank  and  the 
IMF. 

He  said  the  new  round  must  deal  with  the 
near-crisis  in  agriculture.  Farmers  are  com- 
peting with  Governments,  "including  ours." 
he  said,  and  we  must  change  that.  We  want 
to  put  everything  on  the  table  and  negotiate 
a  solution  quickly  or  the  situation  in  agri- 
cultural trade  will  become  even  more  con- 
frontational, "and  that's  a  guarantee,  not  a 
prediction." 

He  said  the  GATT  will  disappear  if  it  is 
not  broadened  to  deal  with  news  issues.  For 
example,  the  GATT  must  deal  with  intellec- 
tual property  rights.  He  said  no  one  can 
defend  piracy,  that  the  absence  of  GATT 
disciplines  on  IP  tarnishes  the  GATT  and 
that  we  already  have  a  model  in  the  stand- 
ards code,  which  provides  a  mechanism  to 
enforce  standards  set  by  other  bodies. 

He  said  agriculture  and  investment  are 
the  two  best  topics  in  the  new  round  for 
LDCS  and  that  he  finds  it  "inexplicable" 
that  some  LDCS  are  resisting  negotiations 
on  investment. 

He  said  LOCS  don't  need  legislation  to 
keep  out  investment— no  one  wants  to  invest 
in  LDCS.  They  need  to  encourage  invest- 
ment. No  one  will  take  over  LDC  economies. 
But  they  can't  solve  their  economic  prob- 
lems without  investment.  Negotiations  on 
Investment  present  LDCS  with  a  true  oppor- 
tunity to  attract  investment  that  will  enable 
them  to  service  their  debt. 

He  said  Ambassador  Jaramillo  did  a  fine 
job  on  his  services  group.  He  said  he  does 
not  understand  why  a  service  negotiation  is 
so  controversial.  It  should  be  evident,  he 
said,  that  you  can't  transfer  goods  without 
services  and  that  services  is  a  major  econom- 
ic growth  area.  Not  to  have  rules  in  services 
makes  no  sense  when  they  are  so  inextrica- 
bly linked  to  trade  in  goods.  He  noted  that 
no  one  would  be  compelled  to  negotiate  on 
services  and  that  if  the  result  of  the  negoti- 
ation was  deemed  not  to  be  in  a  country's 
interest  it  would  not  have  to  enforce  the 
result. 

He  believes  that  would  not  be  in  anyone's 
interest,  but  that  they  would  l)e  able  to 
make  their  own  judgement. 

He  noted  that  trade  offices  are  important 
and  that  the  US  wants  to  give  credits  for 
any  benefits  that  it  may  receive  from  the 
negotiations.  We  wouldn't  want  to  see  a 
structure  that  would  restrict  our  ability  to 
give  credit  for  any  l)enefits  we  receive.  esr>e- 
cially  to  LDCS  who  really  need  it. 

The  W47  Rev.  2  text  is  not  perfect,  but  is 
a  good  start  for  the  Uruguay  round,  he  said. 
He  warned  that  we  should  not  open  the  text 
without  very  persuasive  reasons  to  do  so  and 
warned  that  he  must  be  back  in  Washington 
on  Monday  because  the  Senate  will  be  work- 
ing on  a  trade  bill.  He  called  for  boldness, 
not  caution. 

Singaporean  Acting  Trade  Minister  Brig. 
Gen.  Lee  spoke  on  behalf  of  the  Aseans  and 
said  they  support  the  Uruguay  round. 
Aseans  are  large  traders  who  must  depend 
on  their  market  access  to  developed  coun- 
tries. He  spoke  of  the  problems  of  protec- 
tionism and  grey  area  measures,  bilateral- 
ism, sectoralism  and  subsidies.  He  sEK)ke  of 


the  need  for  special  treatment  of  LDCS.  but 
called  for  a  new  round  and  supported  the 
W47  text  as  a  basis  for  discussion  and  fur- 
ther work.  He  called  for  a  special  group  on 
tropical  products  and  insisted  on  an  agricul- 
tural negotiation  to  deal  with  subsidies.  He 
said  there  should  be  no  linkage  between  tra- 
ditional issues  and  new  issues,  called  for  the 
negotiations  to  end  in  four  years  and  said 
the  trade  Negotiations  Committee  must  be 
organized  soon. 

Mexican  Trade  Minister  Cervantes  said 
Mexico  wants  to  participate  in  the  new 
round.  He  spoke  of  the  link  between  trade 
and  debt  and  the  need  for  special  treatment 
for  LDCS. 

Japanese  Foreign  Minister  Kuranari  men- 
tioned the  cooperation  on  fiscal  and  mone- 
tary policy  in  the  Tokyo  summit  and  called 
for  similar  progress  on  trade.  He  mentioned 
the  need  for  negotiations  in  new  area,  espe- 
cially services,  and  said  Japan  support  W47. 

Argentine  Foreign  Minister  Caputo  said 
the  GATT  rules  are  based  on  a  fallacy  that 
all  nations  are  equal  and  that  those  rules 
therefore  accentuate  the  inequality.  Beyond 
that,  he  said,  the  richest  nations  then 
ignore  the  rules  and  make  it  even  more 
unfair.  He  decried  the  U.S.  budget  deficit 
and  the  EC  agricultural  subsidies  and  said 
the  LDCS  must  increase  exports  to  relieve 
their  debts. 

He  said  the  developed  nations  want  nego- 
tiations in  new  areas,  but  won't  deal  with 
the  problem  of  agriculture,  safeguards,  and 
standstill  and  rollback.  He  called  for  rules 
that  would  be  respected  by  all  and  special 
treatment  for  LDCS. 

British  Secretary  of  State  for  Trade  and 
Industry  Channon  called  for  a  new  round 
with  the  new  issues  dealt  with  on  the  same 
basis  as  the  old. 

EC  Trade  Minister  de  Clerq  said  we  need  a 
new  round  to  strengthen  the  system  and 
expand  trade.  He  called  for  an  effective 
standstill  commitment.  He  said  agriculture 
must  be  discussed,  but  one  aspect  must  not 
be  overemphasized.  He  supported  the  W47 
language  on  new  issues.  He  called  for  a  bal- 
ance in  benefits  accruing  to  CPS  from  the 
GATT.  He  supported  special  treatment  for 
LDCS.  but  said  as  they  evolve  we  must  take 
account  of  their  progress. 

Australian  Trade  Minister  Dawkins  said 
the  agricultural  protectionists  have  "co- 
cooned  their  farms  in  a  fool's  paradise."  He 
said  the  free  traders  in  agriculture  suffer 
from  the  anti-market  policies  of  the  largest 
market  economies.  He  said  the  Cairns 
Group  will  be  rational  and  reasonable  but 
the  urgency  of  the  problem  requires  sharp- 
ness in  their  position.  He  called  for  more 
frequent  ministerial  meetings  and  better 
rules  for  all  sectors. 

Colombian  Trade  Minister  'Vohai  said  the 
new  round  must  help  LDC  growth.  He  sup- 
ported the  Colombia  and  Switzerland  draft. 
W47.  and  mentioned  standstill  and  rollback, 
surveillance,  tropical  products  and  agricul- 
ture. The  main  theme  should  be  trade  in 
goods,  he  said,  but  he  recognizes  the  impor- 
tance of  trade  in  services. 

German  Ek;onomic  Minister  Gangemann 
said  the  new  round  must  resist  protection- 
ism, liberalize  trade  and  strengthen  GATT. 
He  said  nations  must  import  as  well  as 
export.  And  he  said  LDCS  will  profit  from 
services  negotiations.  He  called  for  a  new 
round  to  open  with  everything  on  the  table. 
No  one's  interests  should  be  excluded,  he 
said. 


EQUAL  ACCESS  TO  AIRLINES 
FOR  HANDICAPPED  PERSONS 

(Mr.  SUNDQUIST  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks  and  include  extraneous 
matter.) 

Mr.  SUNDQUIST.  Mr.  Speaker,  I  re- 
cently cosponsored  legislation,  H.R. 
5274,  introduced  by  Congressmen 
Hahmerschmidt  and  Mineta  that 
would  provide  equal  access  to  the  air- 
lines for  handicapped  persons.  I 
strongly  urge  the  leadership  of  this 
body  to  act  on  this  bill  as  soon  as  pos- 
sible. 

This  legislation  was  offered  in  re- 
sponse to  the  Supreme  Court  decision 
in  Department  of  Transportation 
versus  Paralyzed  Veterans  of  America. 
In  this  decision  the  Court  decided  that 
section  504  of  the  Rehabilitation  Act 
did  not  apply  to  the  major  U.S.  air- 
lines. As  you  know,  section  504  forbids 
discrimination  against  the  handi- 
capped. 

The  injustices  remedied  by  this  leg- 
islation are  innumerable.  No  longer 
will  this  Nation's  handicapped  individ- 
uals be  humiliated  and  degraded  by  ill- 
conceived  regulations. 

Mr.  Speaker,  there  is  enormous  and 
widespread  support  for  this  bill  and  as 
a  part  of  the  Record,  I  insert  a  list  of 
those  organizations  and  agencies  en- 
dorsing the  intent  of  this  legislative 
remedy. 

The  other  body  has  pas&ed,  by  unan- 
imous consent,  a  similar  bill,  S.  2703. 
Likewise,  I  ask  the  leadership  of  this 
body  to  bring  this  bill  to  the  floor  for 
a  vote.  The  36  million  disabled  citizens 
in  this  country,  many  of  whom  are 
veterans,  must  have  fair  and  easy 
access  to  our  Nation's  airlines. 

Paralyzed  Veterans  of  America. 

Disability  Rights  Centers. 

Disability  Rights  Education  and  Defense 
Fund. 

Disability  Focus. 

Disabled  But  Able  To  Vote. 

Handicapped  Organized  Women. 

National  Challenge  Committee  of  the  Dis- 
abled. 

National  Association  of  Developmental 
Disability  Councils. 

National  Organization  on  Disability. 

National  Spinal  Cord  Injury  Association. 

American  Coalition  of  the  Blind. 

Goodwill  Industries. 

Coalition  of  Texans  with  Disabilities. 

American  Association  of  Retired  Persons. 

American  Foundation  for  the  Blind. 

National  Easter  Seal  Society. 

American  Physical  Therapy  Association. 

American  Occupational  Therapy  Associa- 
tion. 

National  Federation  of  the  Blind. 

Epilepsy  Foundation  of  America. 

National  Council  on  Independent  Living. 

Air  Transport  Association. 

U.S.  Department  of  Transportation. 

The  National  Association  of  State  Direc- 
tors of  Veterans  Affairs.  Inc. 

The  Association  of  Handicapped  Student 
Service  Programs  in  Post-Secondary  Educa- 
tion. 
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Natlonal  Association  for  Uniformed  Serv- 
ices. 

Military  Order  of  the  Purple  Heart. 

The  Governor's  Committee  on  Employ- 
ment of  the  Handicaped.  State  of  Maryland. 

Kansas  Department  of  Human  Resources, 
Advisory  Committee  on  Employment  of  the 
Handicapped. 

Association  of  Local  Goverrmiental  Agen- 
cies for  the  Disabled,  North  East  Region. 

El  Paso  Opportunity  Center  for  the 
Handicapped,  El  Paso,  TX. 

Space  Coast  Association  of  the  Physically 
Handicapped,  Inc. 

American  Association  of  University  Affili- 
ated Programs. 

American  Speech-Language-Hearing  Asso- 
ciation. 

Association  for  Children  and  Adults  with 
Learning  Disabilities. 

Association  for  the  Education  of  Rehabili- 
tation Facility  Personnel. 

Association  for  Retarded  Citizens. 

Center  for  Law  and  Social  Policy. 

Conference  of  Educational  Administrators 
Serving  the  Deaf. 

Convention  of  American  Instructors  of 
the  Deaf. 

Council  for  Exceptional  Children. 

Council  of  Organizational  Representa- 
tives. 

National  Alliance  for  the  Mentally  111. 

National  Association  of  F»rivate  Residen- 
tial Facilities  for  the  Mentally  Retarded. 

National  Association  of  Private  Schools 
for  Exceptional  Children. 

National  Association  of  Protection  and 
Advocacy  Systems. 

National  Association  of  Rehabilitative  Fa- 
cilities. 

National  Association  of  State  Mental  Re- 
tardation Program  Directors. 

National  Council  on  Rehabilitation  Edu- 
cation. 

National  Head  Injury  Foundation. 

National  Mental  Health  Association. 

National  Park  and  Recreation  Association. 

National  Rehabilitation  Association. 

The  Association  for  Persons  with  Severe 
Handicaps. 

United  Cerebral  Palsy  Associations,  Inc. 

U.S.  Department  of  Justice. 

Special  Olympics,  Inc. 
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THE  CASE  AGAINST  LOCAL  COST 
SHARING  IN  THE  MISSISSIPPI 
RIVER  AND  TRIBUTARIES 
PROJECT 

(Mr.  EMERSON  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks  and  include  extraneous 
matter.) 

Mr.  EMERSON.  Mr.  Speaker,  at  a 
meeting  this  morning  of  the  Lower 
Mississippi  Valley  Flood  Control  Asso- 
ciation, hosting  Representatives  and 
Senators  of  the  lower  valley  and  many 
other  distinguished  invited  guests,  Mr. 
George  C.  Grugett,  executive  vice 
president  of  the  association,  stated 
most  succinctly  the  case  for  which 
there  should  not  be  local  cost-sharing 
imposed  at  this  stage  in  the  construc- 
tion of  the  Mississippi  River  and  tribu- 
taries project. 

Mr.  Grugett  gives  us  an  outstanding 
historical  background  on  the  MR&T 
project  and  the  very  salient  reasons, 
principally  that  the  MR&T  drains  ap- 


proximately 40  percent  of  the  conti- 
nental United  States,  for  which  local 
funding  would  be  inappropriate,  inad- 
visable, and  unwarranted. 

My  colleagues,  I  am  pleased  to  share 
Mr.  Grugett's  remarks  with  you  for 
your  consideration: 

Remarks  of  Mr.  George  Grugett 

Ladies  and  gentlemen,  speaking  on  behalf 
of  the  110  water  related  organizations  that 
make  up  the  membership  of  the  Lower  Mis- 
sissippi Valley  Flood  Control  Association 
and  especially  on  behalf  of  the  ten  gentle- 
man who  are  elected  by  their  neighbors  to 
serve  on  the  executive  committee  that  man- 
ages and  directs  the  policy  established  by 
the  association,  let  me  say  thanks  to  each  of 
you  who  have  taken  the  time  from  your  all 
too  busy  schedule  this  morning  to  join  with 
us  for  our  seventh  annual  breakfast. 

When  I  say  our  seventh  annual  breakfast 
there  may  be  some  who  would  think  that 
this  is  a  relatively  new  "kid  on  the  block"  or 
as  we  in  the  South  might  say.  "a  come- 
lately."  Not  so,  the  Lower  Mississippi  Valley 
Flood  Control  Association  held  its  50th 
annual  meeting  this  past  December  and  was 
in  fact  organized  in  1922.  Our  110  member 
organizations  include  levee  boards,  drainage 
districts,  port  authorities,  harbor  commis- 
sions. State  agencies,  municipalities  and  also 
just  individuals  that  share  our  problems  and 
concerns.  Those  problems  address  themself 
to  flood  control,  navigation,  channel  im- 
provements and  major  drainage  in  the  seven 
States  of  the  alluvial  valley  of  the  lower 
Mississippi  River  and  I  think  more  impor- 
tantly our  concerns  are  for  the  welfare  and 
prosperity  of  this  great  Nation  of  ours. 

Our  association  is  comprised  of  a  very 
large  group  of  individuals  who  are  business- 
men, property  owners,  conservationists, 
farmers,  attorneys,  doctors,  wildlife  enthusi- 
asts, engineers,  accountants,  environmental- 
ists, civil  servants  and  elected  officials  from 
all  political  parties.  We  are  indeed  fortunate 
that  for  the  past  50  years  our  officers,  that 
are  elected  annually  by  the  membership, 
have  been  distinguished  members  of  the 
Congress  of  these  United  States. 

I  feel  that  it  is  important  that  I  give  you 
this  very  brief  amount  of  background  infor- 
mation on  the  Lower  Mississippi  Valley 
Flood  Control  Association  in  order  that  you 
might  clearly  see  that  when  we  again  today 
discuss  with  you  our  problems  and  concerns 
with  pending  water  resources  legislation 
that  we  are  not  being  parochial,  regional  or 
unfair  in  our  approach  or  requests  but  that 
we  do  in  fact  represent  a  unique  and  differ- 
ent situation  because  the  principal  objective 
of  this  association  is  the  support  and  spon- 
sorship of  a  single,  comprehensive.  multi- 
State  project  that  was  established  by  law  to 
solve  a  national  problem  and  one  that  the 
Congress  in  its  wisdom,  by  almost  unani- 
mous consent,  agreed  should  be  a  complete 
Federal  responsibility. 

I  sincerely  hope  that  I  might  be  successful 
in  this  attempt  and  in  order  to  gain  some 
advantage  I  will  be  quoting  from  several 
highly  respected  individuals  and  from  facts 
and  records  of  others.  In  all  probability  I 
will  quote  some  that  are  present,  certainly 
with  no  intent  other  than  to  emphasize 
what  you  have  already  stated. 

I  feel  that  some  explanation  and  a  little 
history  of  the  Mississippi  River  and  Tribu- 
taries Project  is  required  even  if  it  may  be 
repetitious  to  most  of  those  present. 

The  Mississippi  River  has  the  third  larg- 
est drainage  basin  in  the  world.  It  drains 
41%  of  the  lower  48  States  and  two  provi- 


dences of  Canada.  The  river  renders  vital 
service  to  over  40%  of  the  area  of  the  coun- 
try but  at  the  same  time  it  poses  a  signifi- 
cant and  continuing  flood  threat  to  the  In- 
habitants of  the  Lower  Mississippi  Valley. 

Prior  to  1926,the  inhabitants  of  the  valley 
had  spent  about  $300,000,000  for  flood  con- 
trol. In  spite  of  this  huge  outlay  of  money 
they  suffered  direct  damages  from  the  1927 
flood  in  excess  of  $236,000,000.  In  addition 
as  many  as  500  lives  were  lost,  162.000 
homes  were  inundated  and  there  were  ap- 
proximately 325,000  refugees  to  be  cared 
for. 

In  1928  the  Congress  passed  the  Flood 
Control  Act  of  May  15th  that  established 
the  Mississippi  River  and  Tributaries 
Project  as  a  single  project  to  solve  a  nation- 
al problem.  It  is  a  complete  authorization 
within  itself  adopted  to  prevent  the  misery, 
suffering  and  loss  occasioned  by  floods  on 
the  lower  Mississippi  River.  Section  2  of  the 
act  expressed  legislative  intent  and  empha- 
sized that  the  project  is  a  Federal  project. 
No  doubt  should  remain  on  that  score  in 
light  of  the  concluding  clause— "no  local 
contribution  to  the  project  herein  adopted 
is  required." 

Now  let's  look  at  what  has  happened  since 
passage  of  the  1928  act. 

On  June  the  22nd  of  this  year  the  Corps 
of  Engineers  celebrated  the  50th  anniversa- 
ry of  the  signing  of  the  Flood  Control  Act  of 
1936.  The  one  that  is  sometimes  called  the 
General  Flood  Control  Act  or  the  Copeland 
Act  in  honor  of  Royal  Copeland  then  the 
distinguished  Senator  from  New  York.  The 
corps  could  have  also  celebrated  on  June 
the  15th  the  50th  anniversary  of  the  other 
Flood  Control  Act  of  1936,  the  one  that  is 
sometimes  called  the  Mississippi  River  and 
Tributaries  Act  or  the  Overton  Act  in  honor 
of  John  Overton  the  then  distinguished 
Senator  from  Louisiana  who  was  at  that 
time  serving  as  the  first  president  of  the 
Lower  Mississippi  Valley  Flood  Control  As- 
sociation. 

Of  course  the  Overton  Act  was  an  amend- 
ment to  the  1928  act  and  applied  only  to  the 
Mississippi  River  and  Tributaries  Project. 
Let's  look  at  the  other  1936  act.  the  Cope- 
land Act,  this  act  by  section  8  specifically 
provided  that  "nothing  in  this  act  shall  be 
construed  as  repealing  or  amending  any  pro- 
vision of  the  1928  Flood  Control  Act."  In  all 
subsequent  flood  control  legislation  this  di- 
vision of  law  between  the  projects  for  the 
lower  Mississippi  River  and  tributaries  and 
for  general  flood  control  has  been  continued 
by  specific  language  and  all  subsequent 
flood  control  acts  have  included  the  lan- 
guage "the  project  for  flood  control  of  the 
lower  Mississippi  River  adopted  by  act  of 
May  15.  1928  as  amended  is  hereby  modi- 
fied, etc."  Consequently,  the  act  of  May  15, 
1928  and  its  amendments  is  the  controlling 
legislation  for  the  Lower  Mississippi  River 
and  Tributaries  Project  and  the  General 
Flood  Control  Acts  have  no  application 
thereto,  a  construction  that  has  been  ac- 
cepted for  over  50  years  and' one  that  should 
not  be  changed  at  this  time. 

Let  me  quote  only  a  very  few  individuals 
in  order  to  give  you  their  thoughts  on  this 
premise. 

Congressman  Tom  Bevill  of  Alabama- 
chairman  of  the  Subcommittee  on  Energy 
and  Water  Development: 

"The  Mississippi  River  and  tributaries 
project  is  one  project  addressing  the  flood 
problems  of  the  seven  States— failure  to 
complete  this  project  as  a  complete  unit  will 
totally  cripple  the  project.  It  is  totally  unre- 
alistic to  expect  the  citizens  of  the  lower 
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Mississippi  Valley  to  pay  new  or  additional 
costs  to  protect  themselves  from  devastating 
floods  coming  down  on  them  from  over  40 
percent  of  the  land  area  of  the  United 
States. " 

Congressman  Gene  Snyder  of  Kentucky- 
ranking  minority  member.  Committee  on 
Public  Works  and  Transportation: 

"The  Mississippi  River  and  Tributaries  is 
a  single  project,  albeit  a  large  one.  with 
many  parts,  and  to  apply  a  new  cost-sharing 
formula  to  these  parts  by  considering  each 
as  a  separate  project  is  unrealistic,  unfeasi- 
ble and  unfair.  The  people  in  the  Lower 
Mississippi  River  Valley  have  been  fighting 
the  floodwaters  of  that  great  river  and  its 
tributaries  for  years,  and  they  have  contrib- 
uted substantially  to  flood  control  efforts.  It 
is  not  their  water  which  floods  their  land 
and  their  homes.  It  is  water  brought  down 
to  them  from  the  upper  reaches  of  the  Mis- 
sissippi." 

Congressman  Arlan  Stangeland  of  Minne- 
sota—ranking minority  member.  Subcom- 
mittee on  Water  Resources: 

"Given  the  history  and  unique  nature  of 
the  Mississippi  River  and  tributaries 
project,  to  treat  each  element  as  a  separate 
project  would  in  my  judgment,  be  most 
unfair  to  the  MR&T  project.  These  are.  in 
fact,  not  new  projects:  they  are  elements 
and  features  of  a  single  comprehensive  over- 
all project." 

Let  me  next  give  you  just  one  example  of 
how  the  Congress  of  the  United  States,  as 
well  as  the  administration,  has  considered 
the  Mississippi  River  and  Tributaries 
Project  in  the  past  and  I  quote  from  section 
201  of  the  Flood  Control  Act  of  1962. 

"The  project  for  flood  control  and  im- 
provement of  the  lower  Mississippi  River 
adopted  by  the  Act  approved  May  15.  1928. 
as  amended  by  subsequent  Acts,  is  hereby 
modified  and  expanded  to  include  the  fol- 
lowing items: 

"(A)  Monetary  authorizations  heretofore 
and  hereafter  made  available  to  the  project 
or  any  portion  thereof  shall  be  combined 
into  a  single  sum  and  be  available  for  appli- 
cation to  any  portion  of  the  project." 

This  appears  to  be  clear  indication  that 
the  Mississippi  River  and  Tributaries 
Project  was  considered  by  one  and  all  to  be 
a  single  project  not  to  be  broken  into  "sepa- 
rable elements"  or  what  have  you. 

Just  one  more  from  a  statement  by  the 
past  distinguished  Senator  from  Arkansas. 
made  on  December  2,  1955  in  New  Orleans. 
Louisiana.  Quoting  from  Senator  John  C. 
McClellan: 

"The  physical  geography  of  the  Mississip- 
pi River  is  such  that  flood  control  interests 
do  not  stop  at  the  main  river  but  extend  up- 
stream along  the  adjacent  tributary  streams 
and  valleys.  The  flood  control  plan  on  the 
lower  Mississippi  River  therefore  cannot  be 
considered  adequate  or  complete  until  the 
flood  control  plans  for  these  valleys,  author- 
ized as  a  part  of  the  Mississippi  River  aind 
Tributaries  Project,  are  completed." 

I  would  like  at  this  time  to  point  out  to 
you  an  example  of  what  the  Mississippi 
River  and  Tributaries  Project  has  done  for 
this  Nation  and  to  show  you  what  an  excel- 
lent Federal  investment  has  been  made. 

I  mentioned  earlier  that  the  Corps  of  En- 
gineers celebrated  the  50th  anniversary  of 
the  siRPing  of  the  General  Flood  Control 
Act  of  1936.  during  that  time  they  published 
information  that  states  that: 

"Appropriations  from  Congress  have  en- 
abled the  Corps  to  Invest  $23  billion  in  flood 
control  projects  throughout  the  nation  over 
the  past  SO  years.  More  than  (150  billion 


worth  of  flood  damages  have  been  prevent- 
ed by  more  than  300  projects  currently  op- 
erated by  the  Corps.  This  represents  more 
than  seven  times  the  original  investment." 

Now  this  is  something  to  be  proud  of. 

Included  in  those  figures  of  course  is  the 
Mississippi  River  and  Tributaries  Project 
and  I  would  like  to  separate  them  for  you. 
Out  of  the  total  of  $23  billion  invested  less 
than  $4  billion  has  been  spent  for  the  Mis- 
sissippi River  and  Tributaries  Project  or 
about  17%  of  the  total.  Out  of  the  $150  bil- 
lion in  flood  damages  prevented  about 
$107"^  billion  is  attributed  to  the  Mississippi 
River  and  Tributaries  Project  or  about  72% 
of  the  total.  The  Mississippi  River  and  Trib- 
utaries Project  represents  more  than  27 
times  its  original  investment.  Now  there's 
something  to  reaJly  brag  about. 

Even  with  that  fantastic  track  record,  the 
Mississippi  River  and  Tributaries  I»roject  is 
not  completed  and  we  are  still  unable  to 
pass  the  project  flood  to  the  Gulf  of 
Mexico.  We  need  to  complete  the  work  that 
is  required  to  make  this  great  project  and 
wonderful  investment  function  properly. 

This  association  has  long  recognized  the 
need  for  passage  of  a  water  resources  au- 
thorization bill  and  I  quote  from  a  state- 
ment made  on  September  30.  1980  by  a 
member  of  our  executive  committee  at  the 
occasion  of  our  first  annual  breakfast  meet- 
ing here  in  the  Rayburn  Building. 

"The  Lower  Mississippi  Valley  Flood  Con- 
trol Association  is  concerned  over  the  fact 
that  it  has  been  over  four  years  since  the 
Congress  has  passed  a  Water  Resources  Au- 
thorization Bill.  We  see  this  as  a  very  seri- 
ous problem  and  one  that  needs  to  be 
solved. 

"We  are  all  aware  that  the  problem  of 
flood  control  in  the  Lower  Mississippi 
Valley  is  far  from  being  solved  and  we  are 
also  aware  that  additional  authorizations 
are  needed  from  the  Congress  before  all  the 
problems  can  be  solved. 

We  still  support  passage  of  a  water  re- 
sources authorization  bill  but  we  cannot  in 
good  conscience  support  a  bill  that  will  de- 
authorize  all  projects,  or  separable  elements 
of  projects  where  construction  has  not  com- 
menced within  ten  years  of  authorization. 
Irt  the  Mississippi  River  and  Tributaries 
Project  alone  this  could  mean  the  deauthor- 
ization  of  close  to  $1  billion  worth  of  work 
that  the  Congress  has  authorized  as  needed 
to  complete  this  project.  I  say  could  because 
at  this  point  in  time  we  are  not  sure  what 
definition  of  several  in  the  record  we  should 
use  for  separable  elements.  We  do  know  we 
have  strong  concerns  for  legislation  that 
will  have  such  an  impact  on  the  people  of 
the  Lower  Mississippi  Valley  and  the  Nation 
which  contains  a  term  throughout  the  bill 
that  has  not  been  properly  defined  by  the 
Congress. 

We  also  find  it  totally  uneconomical  to  de- 
authorize  any  project  or  separable  elements 
of  projects  without  first  investigating  their 
merits  especially  where  the  Federal  Govern- 
ment has  already  invested  millions  of  dol- 
lars. It  would  appear  that  the  local  taxpayer 
is  being  unduly  penalized  for  the  length  of 
time  required  for  the  Corps  of  Engineers  to 
bring  an  authorized  project  to  construction. 

In  our  opinion  we  find  the  language  in  the 
Senate  version  of  H.R.  6  dealing  with  miti- 
gation of  fish  and  wildlife  losses  on  complet- 
ed and  under  construction  projects  to  be  ex- 
pensive, expansive  and  unreasonable  and  we 
wonder  why  the  Congress  would  now  give 
up  their  long-held  policy  that  only  they 
should  authorize  the  acquisition  of  lands  for 
mitigation  purposes.  We  foresee  the  author- 


ization to  the  Secretary  of  the  Army  for  this 
unknown  expenditure  of  monies  to  be  one 
that  could  certainly  be  devastating  to  the 
economy  of  this  Nation  and  could  take  mil- 
lions of  acres  of  land  out  of  private  owner- 
ship. The  Senate  version  of  H.R.  6  does 
limit  the  obligation  to  no  more  than  $30 
million  in  any  fiscal  year  but  it  does  not 
limit  the  number  of  years. 

Ladies  and  gentlemen  for  the  sake  of  time 
I  will  not  go  into  all  the  details  concerning 
cost-sharing  for  the  Mississippi  River  and 
Tributaries  Project.  We  have  addressed  that 
problem  with  all  who  would  listen  certainly 
over  the  past  four  years.  You  have  heard  or 
read  statements  opposing  new  or  additional 
cost  sharing  for  the  Mississippi  River  and 
Tributaries  Project  that  have  been  made  by 
every  Senator  and  Congressman  in  the 
seven  States  of  the  Lower  Mississippi  Valley 
as  well  as  several  distinguished  Members 
outside  the  valley.  Both  Houses  of  the  Con- 
gress voted  for  and  the  President  signed  the 
recent  supplemental  appropriations  bill  that 
contained  language  that  would  exempt  the 
Mississippi  River  and  tributaries  or  any 
other  comprehensive,  multi-State  flood  con- 
trol project  from  new  or  additional  cost 
sharing.  We  desire  and  must  have  a  bill  that 
will  continue  this  policy. 

We  and  you  have  been  assured  on  several 
occasions  that  only  unscheduled  portions  of 
the  Mississippi  River  and  Tributaries 
Project,  or  according  to  the  last  schedule  we 
saw,  something  over  $700  million  worth  of 
unfinished  authorization  will  have  to  be 
cost-shared. 

We  in  the  Lower  Mississippi  Valley  have 
two  big  problems  with  this  theory  of  sched- 
uled versus  unscheduled  work.  First  we  can 
ill  afford  to  give  up  this  so-called  unsched- 
uled work  and  give  it  up  we  must  because  of 
a  financial  inability  to  provide  the  required 
cost-sharing.  The  other  real  problem  we 
have  is  that  no  one  can  assure  us  that  this 
interpretation  will  remain  in  future  admin- 
istrations until  we  complete  the  Mississippi 
River  and  Tributaries  Project  and  can  safely 
pass  the  project  design  flood  that's  coming 
from  over  40  percent  of  the  country. 

We  note  that  the  executive  department 
has  stated  in  correspondence  that  although 
certain  items  are  already  under  construc- 
tion, the  remaining  features  of  the  work  will 
have  to  be  cost  shared  under  the  concepts 
agreed  to  by  the  administration  and  the 
Senate  majority  leadership. 

Let  me  try  to  wind-down  by  quoting  Mr. 
Ron  Besson  in  his  statement  at  this  meeting 
last  year. 

"The  most  pressing  point  that  we  wish  to 
make  to  you  Ladies  and  Gentlemen  is  that 
the  comprehensive  project  that  was  author- 
ized in  the  Flood  Control  Act  of  1928  is  not 
completed  and  each  element  and  feature  of 
this  project  is  an  integral  part  of  the  overall 
project  and  each  is  interdependent,  the  re- 
maining work  is  not  new  but  are  merely 
steps  toward  completing  an  existing  project 
and  no  new  or  additional  cost-sharing 
should  be  required  for  any  part  of  such  a 
comprehenisve  project." 

One  other  point  I  wish  to  make,  this  asso- 
ciation has  been  accused  of  being  anti-water 
resources  bill.  Nothing  could  be  further 
from  the  truth,  this  association  has  always 
supported  every  water  resources  authoriza- 
tion bill  since  1922.  Today  we  would  be  very 
pleased  to  see  the  House  version  of  H.R.  6 
signed  into  law.  We  have  to  believe  that  we 
are  being  called  anti  simply  because  we  do 
not  totally  agree  with  the  administration's 
position  that  the  Senate  version  of  H.R.  6  is 
the  only  game  in  town.  We  cannot  blindly 
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and  with  no  changes  or  compromises  accept 
a  bill  that  will  deauthorize  almost  $1  billion 
worth  of  vitally  needed  Mississippi  River 
and  tributaries  work  that  we  have  worked  so 
hard  to  achieve.  We  cannot  say  yes  to  a  bill 
that  will  impose  unreasonable  and  unpaya- 
ble new  and  additional  cost  sharing  to  the 
unfinished  part  of  the  Mississippi  River  and 
Tributaries  Project  when  we  know  all  too 
well  that  we  must  complete  the  entire 
project  before  the  people  in  the  valley  can 
be  safe  from  the  devastating  flood  waters 
coming  down  from  over  40%  of  this  Nation. 
As  taxpayers  we  cannot  in  good  conscience 
support  legislation  that  will  authorize  un- 
limited mitigation  for  completed  projects. 
We  feel  we  must  know  the  amounts  of  dol- 
lars and  land  that  this  obligates  us  and  the 
future  to. 

We  feel  now  as  we  have  always  felt  that 
any  major  decisions,  be  it  water  resources  or 
whatever,  should  be  made  in  the  open 
forum  of  the  Congress.  This  arrangement 
has  served  this  country  well  over  the  years 
and  we  do  not  feel  that  it  should  change 
now  or  ever. 

Secretary  Dawson  has  been  quoted  in  the 
newspapers  as  saying  that  if  cost-sharing  is 
enacted  then  "projects  will  be  smaller  but 
we'll  have  the  best  ones."  If  that  works  for 
projects  maybe  it  will  work  for  authoriza- 
tion bills.  Perhaps  we  need  smaller  bills  and 
maybe  we  should  have  separate  bills  for  the 
Mississippi  River  and  Tributaries  Project 
and  other  flood  control  as  we  did  in  1936 
and  as  I've  stated  earlier  the  Mississippi 
River  and  tributaries  has  always  been  sepa- 
rate legislation.  I  will  go  back  to  our  first 
breakfast  meeting  in  1980  and  quote  one  of 
our  spokesmen  who  said: 

"The  Bills  that  have  been  acted  on  but 
not  passed  by  the  Congress  in  recent  years 
have  contained  several  vitally  needed 
projects.  They  have  also  contained  a  lot  of 
items.  Maybe  we  should  work  together  to  es- 
tablish priorities  in  order  to  limit  what's  in 
the  Bill  which  may  make  it  easier  to  get 
passed  and  signed  into  law." 

One  thing  I  do  know  for  certain.  Our  Fed- 
eral program  of  river  development  and  im- 
provement must  go  on.  The  long  history  of 
the  world  proves  that  when  a  nation  hesi- 
tates in  its  internal  betterment  it  begins  to 
slip  backward. 

America's  destiny  I  hope  is  not  ready  to  go 
into  reverse. 

Thank  you  for  this  opportunity  and  spe- 
cial thanks  for  your  kind  attention. 


WE  NEED  TO  STOP  SHIFTING 
FEDERAL  BUDGET  BURDENS 
TO  THE  STATES  THROUGH  UN- 
FUNDED MANDATES 

(Mr.  BARNARD  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  BARNARD.  Mr.  Speaker,  today 
I  introduce  legislation  aimed  at  pre- 
venting an  existing  problem  with  con- 
gressional decisionmaking  from  be- 
coming much  worse.  That  problem  is 
the  growing  tendency  to  circumvent 
budgetary  controls  on  new  Federal  do- 
mestic spending  by  enacting  national 
policy  mandates  and  then  requiring 
State  and  local  governments  to  pick  up 
the  tab. 

This  tendency  is  not  associated  with 
any  one  political  party  or  any  particu- 
lar   ideological    persuasion.    Conserv- 


atives sometimes  support  imposing 
mandates  on  States  and  localities  as  a 
roundabout  way  to  return  domestic  re- 
sponsibilities from  Washington.  Liber- 
als on  occasion  see  unfunded  mandates 
as  the  only  available  avenue  for  pursu- 
ing desirable  social  objectives.  Both  in 
Congress  and  within  the  administra- 
tion, such  efforts  are  often  rationa- 
lized by  comparison  of  the  Federal 
budget  deficit  to  the  relatively  sound 
fiscal  condition  of  States  and  local- 
ities. Of  course,  virtually  all  State  and 
local  governments  are  required  by  con- 
stitution or  statute  to  approve  and 
maintain  balanced  budgets,  and  it 
hardly  seems  fair  to  penalize  them  for 
succeeding  where  we  have  so  far 
failed. 

The  legislation  I  introduce  today 
would  not  flatly  prohibit  the  imposi- 
tion of  new  costs  on  State  and  local 
governments,  but  it  would  ensure  that 
such  actions  are  not  taken  without 
due  analysis  and  debate  of  the  conse- 
quences. How  many  Members  were 
aware  that  our  fiscal  year  1986  budget 
reconciliation  bill  imposed  massive 
new  costs  on  our  constituents  back 
home  through  mandatory  extension  of 
Medicare  coverage  to  new  State  and 
local  employees? 

This  initiative  and  many  others  of 
the  same  nature  may  well  be  sound 
Federal  policy.  My  point  is  that  it  is 
fiscally  irresponsible  to  impose  such 
new  costs  without  careful  analysis, 
and  a  guaranteed  opportunity  to 
assess  and  debate  the  impact  on  our 
constituents  as  State  and  local  taxpay- 
ers. 

This  bill  will  address  both  objectives 
through  two  simple  amendments  to 
the  Congressional  Budget  Act  of  1974. 
The  first  section  creates  a  point  of 
order,  waivable  through  the  normal 
procedures  of  each  Chamber,  against 
any  legislation  imposing  a  new  obliga- 
tion on  State  and  local  governments 
costing  on  a  national  basis  more  than 
$50  million  per  year. 

Sequestrations  under  the  Granun- 
Rudman-Hollings  legislation  are  spe- 
cifically exempted  from  this  point  of 
order.  The  second  section  beefs  up  the 
existing  requirement,  honored  primar- 
ily in  the  breach,  that  the  House  and 
Senate  Budget  Committees  conduct 
detailed  decisions  on  State  and  local 
governments.  In  cpmbination,  these 
two  provisions  would  help  guarantee 
that  massive  new  costs  for  our  con- 
stituents would  no  longer  be  adopted 
unintentionally  or  negligently,  buried 
in  the  fine  print  of  some  fast-moving 
bill. 

Some  Members  may  object  that  this 
bill  adds  yet  another  procedural  re- 
quirement to  an  already  overburdened 
congressional  budget  process.  I  would 
respond  that  the  fundamental  purpose 
of  the  budget  progress  is  endangered  if 
we  fail  to  recognize  efforts  to  shift 
costs  back  to  our  constituents  in  the 
guise  of  reducing  or  containing  Feder- 


al spending.  As  a  former  Governor  of 
my  State,  George  Busbee,  used  to  say 
when  he  was  Chairman  of  the  Nation- 
al Governors'  Association,  "you  can't 
save  a  buck  by  passing  the  buck."  Im- 
posing Federal  costs  on  States  and  lo- 
calities clearly  violates  the  spirit  of 
the  Congressional  Budget  Act,  and 
this  bill  would  simply  place  the  most 
minimal  safeguards  into  the  letter  of 
the  Act. 

I  want  to  make  a  special  appeal  to 
those  Members  who  have  over  the 
years  supported  termination  or  reduc- 
tion in  the  General  Revenue  Sharing 
Program  for  States  and  localities.  As 
you  know,  revenue  sharing  for  the 
States  was  eliminated  back  in  1980, 
and  payments  to  cities  and  coimties 
may  well  end  on  October  1.  In  my 
opinion,  the  best  argument  for  reve- 
nue sharing  has  been  that  it  provides 
some  assistance  in  offsetting  the  cost 
of  unfunded  Federal  mandates,  in 
areas  ranging  from  environmental  pro- 
tection to  wage  rates  on  Federal 
projects.  If  our  position  is  that  we  no 
longer  can  afford  to  help  pay  for  exist- 
ing unfunded  obligations,  then  I  think 
the  least  we  can  do  is  make  some 
effort  to  ensure  that  major  new  obli- 
gations are  not  imposed  on  States  and 
localities  without  some  compelling  na- 
tional need.  Otherwise,  Governors. 
State  legislators,  and  city  and  coimty 
officials,  not  to  mention  our  constitu- 
ents, may  justifiably  conclude  that  we 
are  indifferent  to  our  entire  system  of 
federalism. 

This  bill  is  strongly  supported  by  the 
bipartisan  National  Governors'  Asso- 
ciation and  National  Conference  of 
State  Legislatures.  It  would  become  ef- 
fective in  January  for  the  Congress. 

I  urge  Members  from  both  parties  to 
offer  immediate  support  for  this  legis- 
lation, symbolizing  a  bipartisan  com- 
mitment to  adopt  a  fresh  and  honest 
approach  with  State  and  local  offi- 
cials, without  whom  all  our  efforts 
toward  fiscal  responsibility  will  come 
to  naught. 


CHICAGO'S    2 1ST    ANNUAL    GEN- 
ERAL VON  STEUBEN  PARADE 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  Illinois  [Mr.  Annunzio]  is 
recognized  for  5  minutes. 

Mr.  ANNUNZIO.  Mr.  Speaker,  the  anniver- 
sary of  the  birth  of  Gen.  Friedrich  Wilhelm  von 
Steuben  is  on  September  17.  and  on  Satur- 
day, September  20,  I  am  looking  fonward  to 
joining  with  my  many  friends  in  the  United 
German-American  Societies  of  Greater  Chica- 
go on  the  reviewing  stand  for  Chicago's  21st 
Annual  General  von  Steuben  Parade,  to  cele- 
brate the  numerous  contributions  of  this  great 
patriot  in  America's  War  of  Independence. 

The  parade  will  step  off  at  12  r)oon  at 
Wacker  Drive  and  Dearborn  Street  and  pro- 
ceed past  the  reviewing  stand  located  at  the 
Richard   J.    Daley   Center.    In   addition,   the 
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United  German-American  Societies  of  Greater 
Chicago  will  sponsor  a  great  3-day  German 
Festival  from  Friday,  September  19  through 
Sunday.  September  21,  at  the  Ludwig  Mies 
Van  der  Rohe  Plaza,  located  on  Leiand  and 
Western  Avenues  in  Chicago. 

These  events  not  only  will  commemorate 
the  crucial  and  major  contribution  of  General 
von  Steuben  in  the  winning  of  the  American 
Revolution,  but  also  will  recognize  the  many 
contributions  of  German-Americans  through- 
out the  entire  history  of  our  country.  Anwrica 
is  a  land  of  immigrants,  and  the  immigrants 
who  settled  here  from  Germany  have  made 
countless  and  inestimable  contributions  to  our 
Nation's  freedom  and  greatness,  and  to  our 
Nation's  rich  scientific,  cultural,  and  economic 
life. 

The  officers  and  members  of  all  the  United 
German-American  Societies  of  Greater  Chica- 
go are  working  hard  to  make  the  21st  Annual 
General  von  Steuben  Parade  another  great 
success  and  all  of  Chicago  is  looking  fonward 
to  this  grand  event.  I  extend  to  them  my 
warmest  congratulations  on  their  achieve- 
ments and  on  making  Chicagoland  a  better 
place  in  which  to  live,  and  especially  I  extend 
my  congratulations  to  Karl  C.  Laschet,  the  pe- 
rennial energetic  general  chairman  and  grand 
marshal  of  the  von  Steuben  Parade  in  Chica- 
go 

General  von  Steuben  won  a  special  place 
among  the  heroes  of  the  American  Revolution 
because  of  his  many  talents  and  his  extensive 
expenence.  He  was  47  years  old  when  he  ar- 
rived In  1777,  after  achieving  high  standing  for 
his  accomplishments  in  Prussia  as  a  member 
of  the  general  staff  of  King  Frederick  the 
Great. 

In  early  1 778,  von  Steuben  reported  for  duty 
to  General  Washington  at  Valley  Forge  at  a 
time  when  the  colonies  were  suffering  military 
setbacks  and  low  morale.  During  the  bitter 
winter  at  Valley  Forge.  General  von  Steuben 
went  to  work  to  sustain  the  courage  of  the 
troops,  and  even  contnbuted  his  pnvate  funds 
for  their  well-being.  He  drilled  and  taught  them 
up-to-date  military  practices  so  that  when 
spring  finally  arrived,  they  were  ready  to 
engage  the  best  army  of  that  time  in  equal 
combat. 

It  was  during  this  winter  that  von  Steuben 
wrote  his  all-important  manual  on  the  basics 
of  drill  and  field  service  regulations  for  the 
American  citizen-soldier  which  was  entitled, 
"Regulations  for  the  Order  and  Discipline  of 
the  Troops  of  the  United  States."  This  publi- 
cation, known  as  the  "blue  book, "  served  as 
the  official  Army  manual  until  1812.  In  appre- 
ciatkjn  for  his  services,  the  State  of  New  York 
awarded  General  von  Steuben  a  16,000-acre 
estate,  and  Congress  granted  him  a  pension 
of  $2,500  for  the  rest  of  his  life. 

Mr  Speaker,  on  this  occasion  of  commemo- 
rating the  courage  and  heriosm  of  General 
Friedrich  von  Steuben,  it  is  a  genuine  pleasure 
for  me  to  send  my  greetings  and  besX  wishes 
to  tfie  German-Ame.'icans  who  reside  in  the 
11th  Congressional  District  of  lllirK>is  which  I 
am  honored  to  represent,  and  to  Americans  of 
German  descent  all  over  the  Natkjn,  who  are 
celebrating  tf)e  many  lasting  contributk>ns  of 
men  and  women  of  German  ancestry  which 
have  added  to  America's  greatness. 


FIFRA  AMENDMENTS  SHOULD 
INCLUDE  FIELD  SANITATION 
STANDARD 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  Pennsylvania  [Mr. 
Gaydos]  is  recognized  for  60  minutes. 

Mr.  GAYDOS.  Mr.  Speaker,  the 
99th  Congress  can  take  special  pride  in 
the  significant  progress  it  is  making  in 
the  effort  to  insure  that  every  working 
Americai)  has  a  safer  and  healthier 
place  in  which  to  earn  a  living. 

Earlier  in  this  Congress,  the  House 
passed  the  Superfund  reauthorization 
which  included  very  specific  health, 
safety,  and  training  standards  for 
those  workers  who  were  to  be  involved 
in  cleaning  up  toxic  wastesites.  The 
Senate  version  of  the  Superfund  bill 
included  less  specific  standards,  but 
the  final  package,  which  should  be  on 
the  schedule  very  shortly  will  include 
the  more  comprehensive  standards. 

Those  standards  were  developed  in 
hearings  conducted  by  my  Subcommit- 
tee on  Health  and  Safety  in  May  of 
1985. 

This  week,  the  House  is  considering 
H.R.  2482.  the  amendments  to  the 
Federal  Insecticide.  Fungacide,  and 
Rodenticide  Act,  better  known  as 
FIFRA,  which  governs  the  regulation 
and  use  of  pesticides. 

Again,  as  we  did  in  the  Superfund 
legislation,  we  are  including  a  provi- 
sion for  protecting  the  health  ?nd 
safety  of  those  men  and  women  who 
handle  and  work  with  those  pesticides. 

In  the  case  of  FIFRA,  though,  we 
are  not  suggesting  specific  language 
for  a  standard.  Instead,  we  are  requir- 
ing that  the  Environmental  Protection 
Agency  [EPA]  create  a  standard  to 
insure  the  health  and  safety  of  those 
involved  in  the  manufacture,  distribu- 
tion, and  application  of  pesticides,  as 
well  as  those  agricultural  workers  who 
pick  crops  treated  with  pesticides. 

I  am  particularly  glad  that  agricul- 
tural workers  will  be  included  because, 
up  to  now,  they  have  been  the  step- 
children in  the  working  movement, 
left  out  of  the  mainstream  of  worker 
protections  provided  for  under  the  Oc- 
cupational Safety  and  Health  Act  of 
1970. 

I  don't  know  why  those  men  and 
women  who  are  engaged  in  the  hand- 
harvesting  of  crops  are  left  out.  but 
they  are.  Maybe  because  they  are  so 
poor,  w  haven't  listened  as  carefully 
as  we  should  to  their  cries  for  dignity 
and  help. 

Maybe  because  they  migrate  from 
State  to  State,  depending  on  where 
the  ripening  crops  are,  their  concerns 
have  fallen  through  the  cracks  of 
State  and  Federal  assistance  agencies. 

Maybe  because  they  too  often  don't 
speak  English  as  well  as  others,  they 
are  ignored  and  taker  advantage  of. 

There  is  no  question  in  my  mind 
that  this  Nation's  nearly  4  million 
farmworkers  are  in  desperate  need  of 


coverage  under  OSHA  and  deserve  the 
same  basic  guarantees  available  to  all 
other  workers. 

Why  must  farmworkers  suffer  the 
indignity  of  not  having  toilet  facilities 
in  the  fields?  Why  must  farmworkers 
suffer  higher  rates  of  disease  and  in- 
fection because  they  have  no  hand- 
washing facilities  in  the  fields?  Why 
must  farmworkers  suffer  heat  exhaus- 
tion and  heat  stroke  because  drinking 
water  isn't  available  to  them  during 
the  working  day? 

After  reviewing  the  nearly  15-year 
record  of  failure  by  the  courts  and  sev- 
eral Federal  administrations  as  well  as 
a  few  half-hearted  attempts  in  a  few 
States,  I  determined  that  a  Federal 
standard  for  field  sanitation  was  nec- 
essary. 

Therefore,  earlier  this  year.  I  intro- 
duced H.R.  4029,  a  bill  which  creates  a 
specific  field  sanitation  standard  for 
workers  involved  in  the  land-harvest- 
ing of  crops. 

The  language  included  in  the  FIFRA 
bill  is  certainly  a  strong  step  in  the 
right  direction.  H.R.  4029,  which 
would  require  toilet  facilities,  drinking 
water,  and  hand-washing  facilities 
would  help  complete  the  cycle. 

I  have  given  some  thought  to  offer- 
ing H.R.  4029  as  an  amendment  to  the 
FIFRA  bill,  but  I  am  afraid  that  to  do 
so  might  unravel  the  carefully  crafted 
package  designed  by  the  coalition  of 
business,  labor,  health,  consumer,  and 
environmental  groups. 

So,  I  suggest  to  EPA  that  it  consider 
some  of  the  elements  in  H.R.  4029  as  it 
develops  the  health  and  safety  stand- 
ards for  workers  exposed  to  pesticides 
in  the  fields. 

I  still  firmly  believe  that  a  national 
standard  is  the  only  real  assurance  the 
farmworkers  will  have  to  insure  that 
growers  in  every  State  provide  the 
basic  minimum  in  field  sanitation  sys- 
tems. 

We  know  it  is  important  that  these 
standards  be  put  in  place.  The  evi- 
dence is  easily  available.  Farmworkers 
are  3.5  times  more  likely  to  suffer 
from  uri.iary  tract  infections  than  the 
general  population. 

Farmworkers  are  3.8  times  more 
likely  to  suffer  skin  infections  from 
exposure  to  pesticides  than  the  gener- 
al population. 

Farmworkers  are  4.1  times  more 
likely  to  suffer  heat-related  illnesses 
than  the  general  population. 

Farmworkers  are  11  times  more 
likely  to  suffer  gastrointestinal  and 
parasitic  infections  than  the  general 
population. 

And  farmworkers  are  25  times  more 
likely  to  suffer  from  all  kinds  of  pesti- 
cide-related diseases  and  illnesses  than 
the  general  population. 

The  real  tragedy  is  that  we  are  still 
trying  to  do  something  instead  of 
having  already  taken  action. 
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The  most  distressing  piece  in  the 
entire  puzzle  occurred  in  April  1985 
when  Bob  Rowland,  then  the  Assist- 
ant Secretary  of  Labor  for  OSHA,  told 
the  courts  that,  in  his  view,  field  sani- 
tation standards  were  unnecessary. 

In  that  simple  statement,  Rowland 
refuted  the  testimony  presented  to 
OSHA  during  its  hearings  on  the  pro- 
posed standard. 

The  result  is  that  today  we  still  do 
not  have  a  Federal  standard. 

The  second  distressing  part  of  the 
puzzle  came  in  October  of  last  year 
when  Secretary  of  Labor  Bill  Brock 
said  that  he  would  hold  the  OSHA 
field  sanitation  standard  in  abeyance 
for  another  18  months  to  give  individ- 
ual States  an  opportunity  to  develop 
their  own  standards. 

At  the  end  of  the  18-month  period, 
due  to  expire  in  April  1987,  Secretary 
Brock  says  he  will  review  the  actions 
by  the  States  to  determine  if  an  ade- 
quate number  of  States  have  adopted 
and  implemented  adequate  standards. 
If  the  numbers  are  adequate,  Secre- 
tary Brock  says  he  will  forgo  the  im- 
plementation of  a  national  standard 
on  field  sanitation. 

If  the  numbers  and /or  actions  are 
inadequate,  a  Federal  standard  will  be 
in  place  within  another  6  months— Oc- 
tober 1987. 

There  is  only  one  problem  with  Sec- 
retary Brock's  plan.  He,  and  only  he, 
knows  exactly  what  he  means  by  ade- 
quate action  by  a  satisfactory  number 
of  States  and  he  has  not  shared  his 
ideas  with  anyone,  including  the  Sub- 
committee on  Health  and  Safety  when 
he  testified  before  us  in  May  of  this 
year.  My  guess  is  that  even  the  Secre- 
tary doesn't  know  and  will  make  his 
decision  at  the  last  possible  minute. 

That  poses  several  problems.  It 
means  that  taking  action  on  a  Federal 
field  sanitation  standard  legislatively 
will  have  rough  going  because  there 
will  be  those  Members  who  believe  we 
should  wait  for  Brock's  decision  in 
April  of  next  year. 

I  have  a  somewhat  different  con- 
cern. Based  on  testimony  presented  to 
the  Subcommittee  on  Health  and 
Safety  at  two  hearings  on  H.R.  4029, 
we  learned  that  even  though  States 
may  have  standards,  there  is  no  guar- 
antee that  they  are  or  will  be  en- 
forced. 

At  one  of  our  hearings  on  H.R.  4029 
earlier  this  year.  North  Carolina  Sec- 
retary of  Labor  John  Brooks  testified 
that  while  his  State,  North  Carolina, 
did  have  a  field  sanitation  standard,  it 
had  no  way  of  enforcing  that  stand- 
ard. 

Another  State  that  has  had  a  stand- 
ard since  1977,  Florida,  recently  re- 
vamped its  standard  after  a  series  of 
meetings  between  the  State  Depart- 
ment of  health  and  rehabilitative  serv- 
ices Jind  grower  organizations. 

Enforcement  of  the  Florida  standard 
is    the    responsibility    of    the    State 


health  department  structure,  which 
includes  county  health  departments. 
It  has  been  found  that  enforcement 
had  been  spotty,  depending  on  the 
staffing  and  activities  within  a  county 
health  department. 

But  let's  get  back  to  Secretary 
Brock's  standard  for  deciding  whether 
or  not  to  implement  the  Federal  field 
sanitation  standard. 

The  latest  count  by  OSHA,  which  is 
staying  in  contact  with  the  States  on 
the  development  and  implementation 
of  field  sanitation  standards,  is:  19 
States  with  standards;  12  States  and 
Puerto  Rico  developing  standards;  15 
States  and  the  Virgin  Islands  declining 
to  develop  standards;  and  4  States 
which  have  not  as  yet  announced  a  de- 
cision. 

To  help  my  colleagues  better  under- 
stand where  their  States  fall  in  the 
struggle  to  provide  basic  dignities  for 
this  segment  of  the  American  work 
force,  I  am  including  a  listing  of  the 
States  in  each  of  the  four  categories. 

Those  States  that  have  had  or  have 
adopted  standards  since  Secretary 
Brock's  decision  last  October  are:  Ari- 
zona, California,  Colorado,  Connecti- 
cut, Delaware,  Florida,  Idaho,  Illinois, 
Maine,  New  Jersey,  New  Mexico,  New 
York,  North  Carolina,  Oregon,  Penn- 
sylvania, Texas,  Utah,  Wisconsin,  and 
Wyoming. 

Those  States  that  are  developing 
standards  or  have  committed  to  dev- 
loping  them  are:  Alaska.  Indiana, 
Maryland,  Massachusetts,  Michigan, 
North  Dakota,  Ohio,  Rhode  Island, 
South  Carolina,  Tennessee,  Virginia, 
Washington,  and  Puerto  Rico. 

The  following  States  have  an- 
nounced that  they  will  not  be  develop- 
ing field  sanitation  standards:  Ala- 
bama, Arkansas.  Hawaii,  Iowa,  Kansas, 
Kentucky,  Minnesota,  Mississippi, 
Montana,  Nebraska,  Nevada,  Oklaho- 
ma, South  Dakota,  Vermont,  West  Vir- 
ginia, and  the  Virgin  Islands. 

And  those  States  that  have  not  yet 
indicated  whether  they  will  or  not 
take  any  action:  Georgia,  Louisiana, 
Missouri,  and  New  Hampshire. 

So  there  we  have  it,  the  who's  who 
among  States  in  field  sanitation  stand- 
ards. I  have  no  knowledge  of  the 
standards  being  implemented  them- 
selves, whether  they  are  adequate  to 
meet  the  needs  of  America's  farm- 
workers. 

I  do  know  one  thing,  though,  several 
States  that  have  declined  to  adopt  or 
implement  a  field  sanitation  standard 
are  among  those  that  have  significant 
hand-harvesting  and  should  have  a 
standard. 

Also,  I  firmly  believe  that  this  is  the 
most  singular  group  of  employees  and, 
because  they  travel  to  many  different 
States  during  the  different  picking 
seasons,  they  deserve  a  single  national 
standard  insofar  £is  field  sanitation  is 
concerned. 


We  have  ignored  the  needs  of  this 
group  of  workers  for  far  too  long  al- 
ready. These  men  and  women  who 
pick  the  crops  have  suffered  enough 
indignity,  enough  inconvenience,  and 
enough  pain. 

We  are  not  talking  about  a  huge  ex- 
penditure when  we  talk  about  field 
sanitation.  We  are  talking  about  pen- 
nies per  day  per  worker. 

When  OSHA  conducted  hearings  on 
its  proposed  standard,  one  witness  who 
was  knowledgeable  about  the  portable 
toilet  business  said  that  OSHA's  own 
study  showed  the  rental  cost  of  a  port- 
able toilet  to  range  between  $55  and 
$65  a  month,  roughly  $2  per  day. 

If  the  farmer  were  to  have  just  20 
people  picking  on  an  average  day  for 
that  month,  the  cost  per  toilet  would 
be  10  cents  per  person.  Imagine,  just  a 
dime  cost  per  worker  in  the  field. 

And,  even  if  we  add  in  the  cost  of 
toilet  tissue,  the  barrels  filled  with 
drinking  water  and  the  cups  and  the 
water  for  washing  hands  and  the 
paper  towels,  what  are  we  really  talk- 
ing about— 25  cents  per  day  per 
worker.  50  cents  per  day  per  worker. 

As  we  consider  the  FIFRA  amend- 
ments "this  week,  I  want  you,  my  col- 
leagues, to  consider  the  real  needs  of 
America's  farmworkers. 

This  year  only  45  of  you  joined  with 
me  by  cosponsoring  H.R.  4029.  To  pass 
the  bill,  we  will  need  a  great  many 
more  votes  than  that. 

We  have  run  out  of  time  for  the 
field  sanitation  bill  for  this  Congress. 
Now,  we  can  only  suggest  that  EPA 
consider  the  elements  of  H.R.  4029 
when  it  drafts  the  standards  governing 
worker  exposures  in  pesticide-treated 
fields  and  hope  that  agency  includes 
them. 

If  EPA  does  not  consiuer  the  field 
sanitation  standards  in  H.R.  4029.  and 
if  Secretary  Brock  decides  to  let  the 
conditions  worsen  rather  than  imple- 
ment OSHA's  Federal  field  sanitation 
standard,  then  I  will  tell  you  right 
here  and  now  that  I  will  reintroduce 
the  bill  next  year  and  expend  every 
effort  to  see  that  a  Federal  field  sani- 
tation standard  is  legislatively  put  in 
place. 

America's  farmworkers  have  suf- 
fered too  much  for  too  long.  They  de- 
serve the  same  consideration  that  all 
other  workers  get  from  the  Depart- 
ment of  Labor.  They  deser\'e  the  same 
expectations  for  a  healthy  and  safe 
workplace  that  is  assured  to  all  other 
workers  under  the  Occupational 
Safety  and  Health  Act  of  1970. 

If  this  administration  will  not  do  it, 
and  if  the  States  cannot  do  it.  the 
Congress  will  have  to  do  it. 
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REFLECTIONS  ON  THE  TAX 
REFORM  BILL 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  Texas  [Mr.  Archer]  is 
recognized  for  60  minutes. 

Mr.  ARCHER.  Mr.  Speaker,  I  rise 
today  to  take  time  to  begin  to  explain 
much  of  what  we  expect  to  be  in  the 
broad-base  tax  reform  bill  which  we 
anticipate  will  be  filed  with  the  House 
tomorrow  afternoon  and  voted  upon 
next  week,  either  Tuesday  or  Wednes- 
day. 

It  is  not  difficult  to  express  the  good 
that  is  in  this  bill.  It  is  not  difficult  to 
explain  the  bad  portions  of  the  cur- 
rent Tax  Code,  what  is  bad  about  the 
current  law.  We  all  have  run  into  it 
time  after  time. 

The  good  in  this  bill  obviously  is  in- 
volved in  marginal  rate  reduction  and 
in  an  effort  to  make  more  Americans 
pay  tax  where  some  are  not  paying 
any  tax  at  all. 

The  bill  is  presented  on  a  basis 
which,  in  my  opinion,  is  not  truly  ac- 
curate. It  is  presented  on  the  basis  of 
fairness,  growth,  and  simplicity.  I 
would  like  to  analyze  each  of  those 
goals  with  the  American  people  to- 
night. 

Fairness  is  like  beauty;  it  is  in  the 
eye  of  the  beholder.  If  my  taxes  are 
reduced,  I  assume  that  I  would  believe 
that  this  bill  is  fairer  for  me:  and  that 
is  the  way  most  of  my  constitutents 
feel. 

As  a  matter  of  fact,  my  own  personal 
taxes,  as  best  I  understand  this  bill, 
which  is  not  yet  fully  written,  will  be 
reduced.  I  have  run  my  1985  tax 
return  through  the  computer,  and  it 
shows  that  I  would  personally  save  in 
my  income  taxes.  It  has  been  reported 
that  the  President  will  save  a  signifi- 
cant amount  in  his  personal  income 
taxes. 

Many  will  benefit,  but  many  will 
not.  Of  middle-income  America,  25 
percent  of  all  taxpayers  will  have  an 
increased  tax  above  the  current  law. 
75  percent,  yes,  will  receive  some  type 
of  reduction. 

So  the  averages  show  that  everybody 
receives  a  reduction;  but  that  is  not 
true.  We  do  not  know  for  sure  who 
those  25  percent  are,  and  they  will  not 
know  until  they  figure  their  tax  on 
next  year's  income. 

For  the  first  time,  this  bill  involves 
the  taxation  of  true  economic  losses  to 
corporations,  and  we  all  reaUy  have  a 
vested  interest  in  corporations  because 
most  of  the  big  corporations  are 
owned  by  pension  plans  in  which  most 
of  us  have  our  retirement  funds  in- 
vested, and  we  have  a  stake  in  what 
happens. 

We  also  have  a  stake  in  the  prices 
that  corporations  have  to  charge  for 
their  products,  if  their  costs  are  in- 


creased. By  taxing  losses  for  the  first 
time,  by  refusing  to  permit  a  loss  car- 
ryforward of  legitimate  losses  into  the 
next  year,  we  are  striking  and  break- 
ing new  ground. 

I  could  go  on  and  on  as  to  many  of 
the  things  that  I  think  are  unfair  in 
this  bill,  and  I  will  get  into  more  as  we 
go  along;  but  let  me  move  on  to  the 
standard  of  growth. 

M^y  believe  that  this  bill  will  bring 
about  economic  growth;  and  certainly 
that  is  to  be  desired,  but  before  the 
Committee  on  Ways  and  Means  began 
its  deliberations  last  year,  we  had  nine 
of  the  Nation's  top  economists  with  us 
at  a  meeting. 

We  asked  them  how  much  growth 
we  could  expect  in  the  long  term  from 
the  Presidents  bill  that  was  then 
before  us.  They  said  that  the  most— all 
agreed  and  that  is  very  unusual  for 
economists,  because  you  ask  nine 
economists  a  question  and  you  gener- 
ally get  nine  different  answers— but  aM 
of  them  agreed  on  this  one  thing: 
That  if  you  designed  the  best  bill  that 
could  be  designed,  in  theory,  that  the 
most  that  you  could  get  would  be  2-  to 
3-percent  increase  in  real  growth  after 
10  years,  one  time,  nonrecurring.  Only 
once;  not  repeating  year  after  year, 
and  only  after  10  years. 

On  the  President's  bill,  they  graded 
that  as  potentially  a  maximum  of  1  to 
I'/j  percent  of  real  growth.  They  have 
not  had  a  chance  to  look  at  the  House 
bill  and  the  Senate  bill  auid  to  evaluate 
what  they  think  will  be  in  the  compro- 
mise conference  committee  report. 
Again,  as  I  say.  now  still  being  written 
by  the  staff,  although  a  majority  of 
the  conferees  have  signed  the  confer- 
ence report,  and  signed  a  blank  check 
that  the  staff  can  fill  in  on  a  law  that 
will  impact  on  all  of  us  in  this  country 
for  years  to  come. 

They  evaluated  what  they  think  will 
be  in  this  bill,  and  most  of  them  say 
that  it  will  not  bring  about  any  real 
long-temi  growth. 

The  uncertainty  that  is  involved  in 
this  bill,  which  is  massive,  has  caused 
them  to  say  that  in  the  short  term  it  is 
very,  very  difficult  to  evaluate  what 
the  impact  will  be  on  the  economy; 
but  most  of  them  say  that  they  believe 
that  it  will  be  negative  and  I  have  not 
talked  to  any  who  believe  that  it  will 
be  significantly  positive. 

So  we  must  disabuse  ourselves  of  the 
concept  that  this  bill  alone  will  being 
growth  that  will  benefit  all  Americans. 

Finally,  the  goal  is  simplicity,  and  I 
still  read  newspaper  headlines  that 
say:  "Tax  Simplification  Bill  Still 
Alive."  "Tax  Simplification  Expected 
to  Pass."  Ladies  and  gentleman,  noth- 
ing could  be  farther  from  the  truth. 

This  bill  will  embody  between  1,500 
and  2,000  new  pages  of  tax  law,  which 
will  not  replace  the  13,000  pages  cur- 
rently on  the  books;  but  will  be  added 
to  that  13,000  pages,  and  the  conunit- 
tee  has  anticipated  that  it  will  require 


the  addition  of  numerous  additional 
IRS  agents;  and  certainly  that  is  not 
simplicity. 

For  those  5  to  6  million  Americans 
who  will  be  dropped  from  the  tax  roles 
at  the  lower  end  of  the  income  struc- 
ture, there  will  certainly  be  a  benefit; 
and  that  is  one  of  the  good  that  is  in 
this  bill.  I  cannot  argue  that  it  is  not 
simpler  not  to  file  a  return  than  to  file 
a  return.  For  these  who  do  not  fUe  a 
return  today,  it  is  far  simpler  than  for 
those  who  do  have  to  file  a  return. 

For  those  who  continue  to  have  to 
file  a  return,  it  is  going  to  be  more  dif- 
ficult. The  return  may  not  look  more 
difficult  in  itself,  but  the  computa- 
tions that  will  be  necessary  to  get  to 
the  point  of  filling  out  the  return  will 
be  extremely  complicated. 

One  of  my  colleagues  on  the  com- 
mittee said  during  the  deliberations  on 
this  bill,  that  when  you  do  all  the  com- 
putation essential  to  getting  to  the 
point  of  filling  out  your  return,  "it's 
Miller  time." 

I  talked  last  week  to  a  number  of 
CPA's  and  tax  consultants,  and  they 
continuously  told  me,  "I  don't  know 
how  I'm  going  to  explain  to  my  clients 
that  what  cost  them  $1,000  to  prepare 
their  return  this  year  is  going  to  cost 
them  $2,000  under  the  new  code." 

Corporations  for  the  first  time  will 
have  to  keep  three  separate  sets  of 
books  under  this  code.  'There  are  con- 
sidered to  be  unworkable  provisions  by 
the  staff  that  is  obligated  to  write  this 
bill  that  have  been  dictated  to  them 
by  a  bill  that  has  basically  been  con- 
ceived in  secret  and  designed  by  two 
Members  of  Congress. 

Those  provisions  will  be  extremely 
difficult  to  implement,  and  they  relate 
to  the  minimum  tax  on  corporations 
under  the  book  income  preference  and 
under  the  moving  from  that  after  3 
years  to  earning  and  profits. 

So  I  am  convinced  this  bill  will  be 
more  complicated;  it  will  be  more  diffi- 
cult to  administer,  and  it  fails  in 
reaching  the  goal  of  simplicity. 

So  when  we  evaluate  this  bill,  we 
cannot  simply  take  the  good  that  we 
hear  so  easily,  which  I  can  present  in  5 
minutes;  we  must  also  take  the  price 
of  that  good,  understanding  that  noth- 
ing comes  free  of  charge,  and  deter- 
mine whether  the  scales  tip  this  way 
or  tip  that  way. 

In  my  opinion,  the  price  of  the  good 
outweighs  the  benefit  of  the  good,  pri- 
marily because  of  uncertainty,  because 
of  retroactivity,  because  of  potential 
negative  impact  on  the  economy,  be- 
cause of  the  increased  cost  of  capital 
to  this  country  which  will  tend  to 
make  us  less  competitive  in  the  world 
marketplace. 

There  are  many,  many  other  detail 
provisions  that  are  prices  that  we  have 
to  pay  for  the  good.  I  hope  to  explain 
more  of  them  tonight  and  hopefully 
tomorrow  night,  and  perhaps  another 
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night  before  the  bill  comes  on  the 
floor,  considering  that  the  time  for 
debate  will  be  limited  when  the  bill  is 
actually  before  us. 

D  1830 

In  the  deliverations  on  this  bill  there 
was  no  real  debate  on  the  economic 
considerations  involved.  What  is  the 
economic  fallout?  We  cannot  merely 
look  at  tax  reform  without  considering 
what  impact  that  has  on  other  aspects 
of  our  life.  Yet  there  was  no  economic 
impact  study  on  any  of  the  provisions. 
We  were  mesmerized  by  the  tax  tables 
without  consideration  of  any  of  the 
other  aspects. 

At  the  present  time  we  are  already 
consuming  more  than  we  produce, 
spending  more  than  we  earn  and  bor- 
rowing more  than  we  save  in  the 
United  States  of  America. 

This  bill  can  do  nothing  but  exacer- 
bate the  current  conditions  in  that 
regard.  The  economy  is  in  a  fragile 
state.  Can  we  afford  to  take  the  risk  of 
the  uncertainties  that  this  bill  poses? 
If  we  were  to  poll  former  chairmen  of 
the  Council  of  Economic  Advisers,  we 
would  find  that  they  are  generally  in 
agreement  that  the  bill  is  likely  to 
have  a  negative  impact  on  the  econo- 
my in  the  short  term. 

Retroactivity  in  the  bill  severely  pe- 
nalizes individuals  and  corporations 
alike  for  decisions  that  they  made  in 
reliance  on  prior  law. 

I  received  a  letter  from  a  constituent 
of  mine  that  went  like  this:  "I  teach 
my  children  to  keep  their  word.  I 
think  that  is  important  in  the  United 
States  of  America,  in  a  free  country.  I 
carmot  believe  that  the  Government  is 
breaking  its  word  to  the  taxpayers  by 
telling  them  in  1981  that  they  should 
take  certain  actions  with  certain  tax 
considerations  and  then  changing  the 
rules  in  the  middle  of  the  game  there- 
by expropriating  property  from  those 
who  relied  on  the  promises  that  were 
made  by  the  Congress  and  the  Presi- 
dent in  1981." 

He  is  right.  Changing  the  rules  in 
the  middle  of  the  game  is  not  what 
this  country  should  stand  for.  Break- 
ing the  word  of  the  Government  is  not 
what  this  country  should  stand  for. 
How  can  people  make  decisions  in  the 
future  with  any  confidence  in  the  tax 
law?  If  we  are  going  to  do  this  once, 
who  is  to  say  we  won't  do  it  again  and 
again  and  again? 

In  the  area  of  certainty,  some  say, 
"Well,  we  have  got  to  pass  this  bill  be- 
cause if  we  don't  pass  it,  the  uncer- 
tainty will  continue."  I  say  to  you 
simply  if  we  pass  this  bill,  the  uncer- 
tainty will  continue.  The  Tax  Reform 
Act  of  1986  will  not  be  a  final  docu- 
ment, it  will  merely  be  the  precursor 
of  the  Tax  Reform  Act  of  1987,  1988 
and  1989  and  1990  because  it  creates 
more  imponderables  than  it  solves. 
Changes  of  the  magnitude  in  this  tax 
bill  should  be  ph&sed  in  over  a  period 


of  time  and  retroactivity  should  be 
eliminated.  People  should  be  able  to 
rely  on  their  Government. 

If  that  were  done,  this  bill  would  be 
much  more  palatable  to  me.  We  must 
also  be  concerned  as  we  deliberate  this 
bill  not  only  on  whether  it  is  revenue 
neutral  within  itself  but  whether  it  is 
budget  neutral.  Whether  it  is  revenue 
neutral  within  itself  is  an  important 
consideration.  The  estimators  in  the 
Congress  have  done  their  best.  But 
they  are  dealing  with  many,  many 
complex  variables. 

Economists  who  appeared  before  the 
Joint  Committee  on  the  Elconomy  this 
week  almost  unanimously  said  there 
would  be  a  revenue  shortfall  in  this 
bill,  $40  billion  to  $50  billion  over  the 
next  5  years. 

Now,  that  will  exacerbate  the  defi- 
cits of  this  country  at  a  time  when  we 
cannot  to  do  that.  But  even  if  the  esti- 
mators are  correct,  what  do  they  say? 
Frankly,  I  think  it  will  be  off.  I  think 
that  those  who  are  expected  to  pay 
more  in  taxes  will  hire  consultants  to 
enable  them  to  get  around,  to  manu- 
facture a  way  to  get  around  having  to 
pay  those  higher  taxes,  particularly 
with  the  kind  of  complexities  that  will 
be  available  to  them  within  the  word- 
ing of  this  bill  and  the  massive  IRS 
regulations  that  must  follow  it. 

So  my  belief  is  there  will  be  a  short- 
fall in  revenue.  But  even  if  the  estima- 
tors are  right,  they  say  that  this  bill 
will  raise  $11  billion  more  in  1987  than 
the  current  law.  That  will  be  scored 
for  the  benefit  of  the  Congress  in 
meeting  the  Gramm-Rudman  targets 
in  the  next  month. 

I  assume  we  will  go  home  and  pat 
ourselves  on  the  backs  and  say,  "Now 
we  have  reduced  the  deficits."  But  the 
time  bomb  comes  in  1988  because  the 
estimators  themselves  say  that  there 
will  be  a  shortfall  of  revenue  in  1988 
of  $17  billion  under  the  current  law. 
The  combination  of  a  plus  $11  billion 
in  1987  and  a  minus  $17  billion  in  1988 
is  $28  billion  additional  deficit  that  we 
will  be  forced  to  cope  with  when  we 
come  back  in  the  Congress  a  year  from 
now.  On  top  of  that,  we  will  be  expect- 
ed to  find  another  $36  billion  of  sav- 
ings to  meet  the  Gramm-Rudman  tar- 
gets. 

Ladies  and  gentlemen,  I  say  to  you 
there  is  no  quicker  way  to  prevent  this 
country  moving  to  a  balanced  budget 
under  Gramm-Rudman  than  to  face 
the  Congress  next  year  with  a  chal- 
lenge of  having  to  find  that  dimension 
of  money,  because  I  do  not  think  the 
majority  in  this  country  have  got  the 
courage  to  do  it. 

Then  all  bets  are  off  as  to  how  we 
move  to  solving  our  deficit  problems. 
But  it  creates  a  massive,  massive  diffi- 
culty ahead  for  this  country. 

If  you  believe  the  DRI  econometric 
model,  they  say  that  the  estimates  are 
all  wrong  and  that  there  will  actually 
be  a  $21  billion  shortfall  in  1987  and  a 


$25  billion  shortfall  in  1988,  making 
$46  billion.  Then  if  you  have  to  add 
the  $36  billion  extra  under  Gramm- 
Rudman,  you  are  at  $82  billion  that 
the  Congress  is  going  to  be  forced  to 
find,  to  continue  to  move  us  on  the 
path  toward  a  balanced  budget;  an  im- 
possible chore  for  a  Congress  that  has 
been  unable  to  find  much,  much  less 
than  that  in  previous  years. 

At  the  very  time  that  many  in  Con- 
gress are  calling  for  protectionist  trade 
policies,  the  bill  renders  domestic  man- 
ufacturers less  competitive  here  at 
home  and  in  the  world  marketplace  by 
increasing  cost  of  capital  investment. 
The  bill  is  pro-labor-intensive  indus- 
tries and  anticapital  savings  and  anti- 
capital-investment  industries.  The  rate 
reductions,  sadly  enough,  do  not  apply 
to  future  investments  of  capital.  They 
only  apply  to  the  capital  that  is  al- 
ready invested. 

There  is  no  way  you  can  make  that 
machinery  and  equipment  produce 
more  than  it  is  already  producing.  The 
only  way  you  can  increase  productivity 
is  to  find  new  technology  and  put  in 
the  new  equipment  and  new  tech- 
niques. 

Yet,  all  of  the  stimulation  from  the 
rate  reduction  on  the  corporate  side  is 
going  to  be  on  the  existing  capital.  It 
significantly  benefits  those  who  have 
intangible  investments  rather  than 
those  who  invest  tangibly  in  equip- 
ment and  machinery  to  create  jobs. 

The  rate  reductions  in  1981  did  not 
stimulate  personal  savings,  contrary  to 
all  of  the  protestations  of  tho.se  who 
said  they  would. 

In  reality  personal  savings  dropped 
as  a  percentage  of  disposable  income 
after  the  1981  act. 

Here  are  the  figures:  personal  sav- 
ings as  a  percentage  of  disposable 
income  in  1980  was  7.1  percent,  in  1981 
it  was  7.5  percent,  right  before  the  bill 
went  into  effect.  But  in  1982  after  the 
bill  went  into  effect,  it  dropped  to  6.8 
percent,  then  in  1983  do\^Ti  to  5.4  per- 
cent, in  1984  it  went  up  slightly  to  6.3, 
but  in  1985  was  down  to  5.1  percent, 
and  so  far  in  1986  it  is  running  at  an 
annualized  rate  of  5  percent. 

All  of  what  we  did  in  1981  to  reduce 
the  personal  rates  did  not  increase  the 
personal  savings  in  the  United  States 
but,  rather,  they  went  in  the  other  di- 
rection because  people  used  that 
money  to  consume.  Consumption  as  a 
percentage  of  disposable  income  in- 
creased after  the  1981  bill.  This  bill 
should  further  stimulate  consumption, 
but  much  of  that  consumption  will  be 
imported  products  in  our  marketplace, 
further  exacerbating  our  trade  deficit 
and  increasing  competitive  pressures 
on  domestic  manufacturers  and  in- 
creasing the  pressures  for  protection- 
ism. 

Now,  what  about  the  individual  tax 
provisions?  Next  year,  in  1987,  there 
will  not  be  a  two-tier  tax  rate  as  propo- 
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nents  of  this  bill  say,  there  will  be  a 
five-tier  tax  rate,  ranging  from  1 1  per- 
cent to  38Mj  percent.  But  whaJthe  bill 
is  fully  implemented  in  19S^%nd  the 
years  thereafter,  it  will  still  not  be  a 
two-tier  marginal  tax  rate  system,  it 
will  be  a  three-tier  marginal  tax  rate 
system  and  some  say  four,  but  the  top 
rate  will  not  be  28  percent,  it  will  be  33 
percent.  Yet,  when  you  get  enough 
above  $200,000  a  year,  you  phase  out 
of  the  33  percent  and  you  are  on  a 
true  marginal  rate  of  28  percent.  This 
is  called  the  bubble  effect.  Is  that  fair? 
Is  it  fair  for  people  with  under 
$200,000  worth  of  taxable  income  to 
pay  33  percent  but  those  with  over 
$200,000  of  taxable  income  to  pay  mar- 
ginal rates  of  only  28  percent?  I  leave 
that  to  the  American  people  as  to 
whether  the  bill  in  that  area  is  one 
that  creates  a  fairness. 

As  I  mentioned  earlier,  there  is  a  tax 
increase  for  many  middle-income  tax- 
payers because  the  rate  reductions  do 
not  offset  the  loss  of  deductions. 

Adding  to  the  uncertainty  is  the 
chairman  of  the  Ways  and  Means 
Committee's  prediction  that  soon  we 
will  have  to  raise  the  tax  rates,  after 
all  of  the  agony  of  going  through 
trying  to  get  them  down  and  broaden- 
ing the  base. 

Another  matter  of  unfairness  in  the 
bill  to  my  manner  of  thinking  is  the 
reimposition  of  the  marriage  penalty 
so  that  when  you  get  married  you 
automatically  pay  higher  taxes  than 
when  you  were  single.  It  is  a  further 
encouragement  for  people  who  are 
both  earning  salaries  to  not  get  mar- 
ried because  the  economic  cost  is  going 
to  be  increased  on  them. 

Capital  gains  tax  rate  goes  up  in 
1988  by  61  percent  about  the  current 
law.  That  has  got  to  be  a  deterrent  for 
the  investment  in  high-risk  equity  cap- 
ital. We  know  from  past  experience 
that  that  is  the  case.  When  the  capital 
gains  rate  dropped,  there  was  a  mas- 
sive inflow  of  risk  capital  into  entre- 
preneurial-type ventures.  We  also 
know  by  empirical  data  that  when  the 
tax  rate  on  capital  gains  was  reduced, 
the  revenue  to  the  Treasury  increased, 
not  decreased. 

Yet  the  estimators  are  now  saying 
that  by  raising  it  61  percent,  that  we 
will  see  an  increase  of  revenue  of  the 
dimension  of  perhaps  $20  billion. 
There  is  another  reason  that  I  think 
the  revenue  estimates  will  not  be  accu- 
rate and  will  actually  be  higher  than 
what  reality  will  show  to  be  true. 

The  bill  claims  that  it  will  take  away 
the  interest  deduction  for  consumer 
credit.  But  there  is  some  good  news  in 
the  bill  for  those  who  live  in  States 
that  permit  loans  to  be  taken  out  in 
second  mortgages  on  their  houses,  be- 
cause already  financing  institutions 
are  gearing  up  to  take  a  second  mort- 
gage on  a  house  and  give  you  a  credit 
card  which  you  can  use  on  a  revolving 
basis  to  charge  all  the  things  that  you 


can  currently  do  with  an  American  Ex- 
press or  Visa  card,  and  as  long  as  your 
home  mortgage  stands  behind  that 
credit  card,  you  can  deduct  all  of  your 
consumer  interest. 

What  is  that  going  to  do  to  the  reve- 
nue estimates  when  they  say  they  are 
going  to  pick  up  these  extra  billions  of 
dollars  from  people  on  the  consumer 
interest  deduction  prohibition?  But 
also  what  does  it  do  to  fairness?  Be- 
cause those  who  do  not  own  their  own 
homes,  those  who  rent  apartments, 
will  be  unable  to  do  this  and  their  con- 
sumer interest  will  be  nondeductible. 
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This  bill  takes  away  income  averag- 
ing, so  that  if  your  income  is  high  one 
year  and  low  another  year,  you  do  not 
face  the  higher  marginal  rates  one 
year  and  not  benefit  on  the  down  side. 

The  current  law  provides  income 
averaging.  It  is  a  test  of  fairness,  par- 
ticularly for  those  whose  incomes  fluc- 
tuate widely  like  salesmen,  farmers, 
and  many,  many  others.  They  will  lose 
that  equity  feature  in  the  current  law. 

It  will  restrict  IRA's,  although  it 
permits  them  to  some  extent  as  a  sav- 
ings tool.  It  will  restrict  them  beyond 
the  current  law. 

By  the  repeal  of  the  deduction  for 
State  and  local  sales  tax,  it  is  highly 
discriminatory  against  those  States 
that  depend  on  a  great  bit  of  their  rev- 
enue from  the  sales  tax  rather  than 
the  income  tax.  and  it  will  in  its  own 
way  put  the  heavy  hand  of  the  Feder- 
al Government  upon  State  and  local 
governments,  forcing  them  to  use  an 
income  tax  instead  of  a  sales  tax.  pres- 
suring local  tax  policy  in  a  way  that  is 
contrary  to  all  that  this  country 
stands  for. 

Unreimbursed  moving  expenses  will 
be  deductible  only  for  itemizers.  No 
longer  will  they  be  deductible  for 
those  who  take  the  standard  deduc- 
tion, and  that  hurts  the  unemployed 
middle-income  Americans  who  must 
move  elsewhere  to  find  work. 

When  you  get  over  into  the  corpo- 
rate tax,  as  I  mentioned  earlier,  the 
bill  tends  to  push  our  industries  over- 
seas that  are  highly  capital  intensive, 
because  it  penalizes  them  and  in- 
creases their  cost  of  capital  if  they  op- 
erate in  the  United  States.  It  will  be 
extremely  difficult  for  new  capital-in- 
tensive businesses  to  start  up  and  com- 
pete with  those  who  get  the  benefit  of 
marginal  rate  reductions  on  their  ex- 
isting equipment  in  place. 

Specific  oil  and  gas  provisions  take 
revenues  out  of  that  particular  seg- 
ment of  the  industry  which  finances 
new  drilling  activity  and  limits  the 
ability  to  put  together  capital  for  drill- 
ing operations.  That  means  a  further 
shortage  of  domestic  energy  and  great- 
er reliance  on  foreign  oil,  a  greater 
vulnerability  to  the  United  States  of 
America  and  a  hastening  of  the  day 
when    gasoline    prices    and    fuel    oil 


prices  are  going  to  gyrate  higher  once 
again. 

In  real  estate,  I  think  it  is  extremely 
negative,  to  a  great  extent  because  of 
the  retroactivity.  In  those  areas  where 
real  estate  is  marginal  today,  it  will 
impact  even  more  negatively  than  in 
those  areas  that  have  a  booming  real 
estate  market.  It  will  increase  rents, 
without  a  doubt,  and  where  the  land- 
lord is  able  to  pass  on  rent  increases, 
he  will  be  able  to  continue  to  hold  his 
property.  In  those  areas  where  he  is 
unable  because  of  an  oversupply  of 
rental  property  to  increase  his  rents, 
the  cost  of  his  property  will  go  up  and 
the  value  of  his  property  will  go  down, 
and  I  predict  that  many  of  those 
projects  will  go  into  default.  They  will 
be  turned  back  to  the  savings  and 
loans  and  the  banks  and  the  financial 
institutions  and  for  for-sale,  which  will 
further  drive  down  the  price  of  real 
estate  in  those  areas  where  real  estate 
is  already  marginal. 

The  price  of  new  homes  will  likely 
increase,  because  contributions  in  aid 
of  construction  to  public  utility  com- 
panies will  be  taxed. 

I  am  terribly  concerned  about  the 
negative  impact  this  bill  will  have  on  a 
very  fragile  financial  institution  situa- 
tion in  this  country.  By  that  I  mean 
the  savings  and  loans  and  the  banks. 
By  reducing  the  value  of  their  securi- 
ty, they  will  be  subject  to  the  acts  of 
the  bank  examiners  to  an  even  greater, 
extent.  The  demands  on  our  FDIC  and 
our  FSLIC  funds  is  are  already  over- 
whelming. The  amount  of  foreclosures 
and  writeoffs  in  the  banking  industry 
is  higher  than  it  was  in  1936.  This  will 
exacerbate  the  problems  of  our  bank- 
ing institution.  And  while  running 
down  the  value  of  their  security,  it  will 
at  the  same  time  take  away  the  ability 
to  set  aside  loan  loss  reserves  with  a 
tax  deduction,  as  they  can  do  under 
the  current  law.  If  that  was  not  bad 
enough,  it  will  cause  them  to  take  the 
loan  loss  reserves,  which  they  have  al- 
ready set  aside  in  previous  years.which 
they  need  so  badly  today  for  protec- 
tion, and  it  will  cause  them  to  recap- 
ture that  and  pay  taxes  on  it. 

Finally,  because  they  will  only  be 
able  to  charge  off  loans  for  tax  pur- 
poses at  the  time  of  foreclosure,  it  will, 
in  my  opinion,  cause  them  to  acceler- 
ate foreclosures  in  the  already  hard- 
hit  areas  of  the  country,  such  as  the 
Agriculture  Belt  and  areas  such  as 
Texas  where  real  estate  values  are  in 
great  difficulty.  That  must  be  negative 
for  all  of  us,  because  the  banking 
system  in  this  country  is  interwoven 
and  impacts  on  all  of  us.  We  all  have  a 
stake  in  the  FDIC  and  the  FSLIC.  We 
all  have  a  stake  when  we  are  deposi- 
tors of  our  own  moneys  into  banks  and 
savings  and  loans. 

In  the  area  of  savings,  72  percent  of 
the  private  savings  in  the  United 
States  of  America  is  accumulated  by 
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businesses,  and  only  28  percent  by  in- 
dividuals. As  a  part  of  the  business 
savings  are  the  retirement  funds,  the 
employment  savings  benefit  funds,  the 
thrift  programs.  Now  what  is  going  to 
happen  there? 

By  very  unwise  changes  in  the  cur- 
rent law,  which  were  designed  just  to 
get  more  revenue  in,  they  are  going  to. 
in  my  opinion,  bring  about  major  can- 
cellation of  qualified  benefit  programs 
in  small-  and  moderate-size  firms.  One 
of  the  major  reasons  there  are  plans 
today  is  because  some  of  the  higher 
paid  executives  and  some  of  the 
owners,  the  private  owners,  of  the 
companies,  have  an  incentive  to  create 
the  plan  and,  in  doing  so,  they  must 
include  all  of  their  employees.  When 
there  is  no  incentive  to  them  anymore 
by  reducing  the  amount  they  can  put 
aside  from  $30,000  to  $7,000,  let  us  say 
on  a  401(k)  plan,  the  odds  are  that 
they  are  going  to  cancel  that  plan  and 
it  will  no  longer  be  available  to  their 
paid  employees.  I  do  not  think  that  is 
in  the  best  interest  of  this  country  in 
the  long  term,  and  I  do  not  think  it  is 
in  the  best  interest  of  capital  savings. 

The  impact  on  corporations,  which 
are  the  major  source  of  savings  in  this 
country,  as  I  mentioned,  is  going  to 
most  certainly  reduce  their  cash  flow. 
They  will  only  have  two  alternatives. 
They  must  either  borrow  more  or  they 
must  buy  less  in  the  way  of  capital 
equipment  that  creates  jobs,  creates 
efficiency,  and  creates  productivity. 

The  big  question  mark  is.  since  we 
are  not  saving  what  we  need  in  this 
country,  will  foreigners  continue  to  fi- 
nance what  we  need?  We  should  be 
talking  about  a  tax  bill  that  creates 
greater  incentives  for  domestic  sav- 
ings, not  a  negative  on  incentives  for 
domestic  savings. 

As  a  result  of  the  tax  on  foreign 
source  income,  which  is  so  complicated 
it  is  virtually  impossible  to  adminis- 
ter—and I  would  share  with  you  one 
little  anecdote  that  when  the  Treasury 
II  bill  was  presented  to  the  Ways  and 
Means  Committee,  when  on  the  fly 
leaf  it  said,  "Fairness,  growth  and  sim- 
plicity," I  thumbed  through  this  502- 
page  summary,  summary  you  under- 
stand, and  I  read  one  paragraph  in 
dismay.  It  was  under  the  foreign 
source  income  provisions.  It  read  like 
this.  The  current  law  on  foreign 
source  income  is  extremely  complex 
and  very  difficult  to  administer.  Our 
proposal  will  make  it  more  complex 
and  more  difficult  to  administer.  Now 
these  are  the  people  who  are  out  in 
the  marketplace  around  the  world 
trying  to  sell  American  products, 
trying  to  develop  exports  and  trying  to 
create  jobs  for  Americans  back  home 
and  for  Americans  overseas. 
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This  bill  is  highly  negative  against 
that  activity  because  it  taxes  them  an 
additional  $8  billion  above  the  current 


law.  Maybe  in  the  name  of  tax  reform 
and  tax  equity  it  is  justifiable,  but  the 
criteria  for  judging  foreign  operations 
is  not  our  domestic  code,  it  is  the  ques- 
tion of  what  do  foreign  countries  do  in 
the  way  they  tax  their  foreign  corpo- 
rations with  which  our  corporations 
must  compete.  It  is  purely  and  simply 
a  question  of  whether  we  will  be  able 
to  compete  against  them  based  on  the 
tax  consequences  they  have. 

We  already  have  this  massive  trade 
deficit,  now  we  are  going  to  make  it 
more  difficult  for  our  companies  oper- 
ating overseas  to  compete.  I  think  that 
is  negative.  I  think  we  should  be  con- 
cerned about  it;  it  is  one  of  the  prices 
that  will  be  paid  for  the  rate  reduc- 
tions in  this  bill. 

In  the  area  of  tax-exempt  bonds  and 
charitable  institutions  all  of  our  local 
school  districts,  all  of  our  cities  depend 
opon  issuing  bonds  to  accomplish  cer- 
tain construction  projects.  We  as  local 
taxpayers  benefit  if  the  interest  on 
those  bonds  is  reduced.  Up  until  now, 
the  Federal  Government  has  permit- 
ted the  interest  to  be  nontaxed  on  mu- 
nicipal bonds.  For  the  first  time,  inter- 
est on  muncipal  bonds  will  be  subject 
to  taxation.  It  will  force  banks  not  to 
buy  municipal  bonds,  and  today,  50 
percent  of  the  municipal  bonds 
outstnding  our  held  by  financial  insti- 
tutions, this  bill  will  pressure  them  to 
get  out  of  the  market  of  buying  mu- 
nicipal bonds  because  the  interest  on 
those  bonds  will  be  taxable  to  them. 
They  are  going  to  have  to  reevaluate 
all  of  the  consequences. 

As  a  result  of  this,  interest  rates  will 
go  up  to  our  local  communites.  They 
already  have  this  year  in  anticipation 
of  this  very  bill.  We  as  local  citizens 
have  to  pay  the  price.  That  is  part, 
again,  of  the  cost  of  the  good  that  is  in 
this  bill.  We  should  be  award  of  it.  We 
should  be  ready  for  it.  to  see  our  local 
taxes  go  up  from  our  cities  and  our 
school  districts. 

Finally,  I  would  say  for  tonight, 
more  to  come  tomorrow  night,  that  I 
am  disturbed  by  the  overall  conse- 
quence of  this  bill.  First  off,  one  lead- 
ing national  economist,  Alan  Green- 
span said  this  week: 

"There  are  10  to  20  major  problems 
created  by  this  bill.  The  difficulty  is 
we  do  not  know  what  they  are."  That 
type  of  uncertainty  should  make  us 
stand  back,  should  make  us  say,  "Let 
us  eliminate  retroactivity,  let  us  send 
the  bill  back  to  conference.  LrCt  us 
phase  in  the  changes,  the  rate  reduc- 
tions so  that  we  eliminate  this  uncer- 
tainty and  that  we  have  a  true,  broad- 
based  tax  reform  bill." 

I  believe  in  reform;  I  think  the  cur- 
rent system  needs  to  be  changed,  but  I 
do  not  want  it  to  end  up  being  an  im- 
plementation of  the  corrolary  of 
Churchill's  great  statement  that  "De- 
mocracy is  the  worst  possible  form  of 
government  until  you  consider  all  of 
the  other  alternatives." 


Our  current  code  needs  change;  it 
needs  reform.  But  that  does  not  mean 
we  should  jump  out  of  the  frying  pan 
into  the  fire.  The  magic  of  America  is 
the  ability  of  all  of  us  to  hope  and  to 
work  and  to  move  up  the  ladder  of 
upward  mobility. 

This  bill  strikes  at  that  very  essence 
of  America.  Because  if  you  are  rich,  if 
you  have  your  capital  accumulated, 
you  can  get  the  benefit  of  these  rate 
reductions,  plus,  you  can  still  get  your 
tax  writeoffs  because  you  have  the 
flexibility  to  design  your  investment 
pattern  to  get  the  passive  income  to 
offset  the  passive  losses,  to  dodge  the 
minimum  tax.  You  have  the  ability  to 
invest  in  such  a  way  that  you  have  in- 
terest income  to  offset  your  interest 
deduction  so  if  you  want  to  take  a  risk 
on  a  new  venture  and  borrow  the 
money  to  do  it,  you  can  deduct  the  in- 
terest and  you  can  deduct  the  losses. 

For  an  individual  who  has  not  accu- 
mulated a  mass  of  capital,  who  wants 
to  move  up  the  ladder,  he  has  got  to 
go  to  the  bank  or  to  some  financial  in- 
stitution to  borrow  the  money  to  com- 
pete v/ith  the  man  who  is  already 
there.  When  he  does  borrow  that 
money  he  cannot  deduct  his  interest 
for  tax  purposes.  He  cannot  deduct  his 
passive  losses  because  he  has  no  pas- 
sive income,  and  this  bill  plays  into 
the  hands  of  entrenching  one  group  of 
people  to  the  denial  of  the  hopes  and 
the  dreams  of  upward  mobility  that  all 
Americans  share. 

I  find  that  the  bad  in  this  bill,  sadly 
enough,  outweighs  the  good,  and  I 
hope  all  Americans  will  listen,  will 
read  the  fine  print  when  we  finally  get 
the  bill,  if  there  is  time,  and  to  hear 
articulated  the  costs  of  what  we  are 
about  to  do. 


THE      EFFECTS      OF      THE     TAX 
REFORM  ACT  OF  1985  ON  FED- 
ERAL RETIREES 
The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tlewoman from  Ohio  [Ms.  Oakar]  is 
recognized  for  5  minutes. 

Ms.  OAKAR.  Mr.  Speaker,  Members  of  this 
Congress  have  worked  diligently  this  year  to 
develop  omnibus  tax  reform  legislation.  Over- 
all, I  believe  H.R.  3838,  the  Tax  Reform  Act  of 
1985,  will  lead  to  many  constructive  changes 
in  our  tax  laws  and  in  our  economy.  The  archi- 
tects of  this  bill,  especially  Chairman  Rosten- 
KOwSKi,  are  to  be  commended  for  their  ef- 
forts to  improve  our  tax  system.  This  is  land- 
mark legislation  and  a  proud  achievement  for 
the  99th  Congress.  It  is,  therefore,  especially 
regrettable  that  the  accomplishments  of  H.R. 
3838  are  marred  by  the  in.:lusion  of  one  provi- 
sion which  will  unfairly  harm  Federal  retirees.  I 
rise  tonight  to  express  my  extreme  opposition 
to  that  provision. 

The  Tax  Reform  Act,  as  approved  by  the 
House  and  Senate  conferees,  would  raise  bil- 
lions of  dollars  over  the  next  5  years  by  re- 
pealing the  3-year  basis  recovery  rule  with 
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regard  to  qualified  pension  plans  requiring  em- 
ployee contributions. 

Under  current  law,  a  retiree's  annuity  is  not 
taxed  until  all  of  the  employee  contributions 
have  been  distributed  if  the  contributions  are 
fully  recovered  within  3  years  of  the  starting 
date  of  tfie  annuity.  The  employees'  contribu- 
tions have  already  t>een  taxed  as  gross 
income.  Under  H.R.  3838,  however,  federal 
income  tax  on  a  retirement  annuity  would 
begin  on  ttie  first  day  of  retirement,  with  the 
tjix-free  employee's  contribution  "spread  out" 
actuarially  over  the  length  of  the  annuity.  This 
change  would  become  effective  for  annuities 
beginning  on  or  after  July  1 ,  1 986. 

Mr.  Speaker,  the  burden  of  this  modification 
of  the  Tax  Code  will  fall  overwhelmingly  on 
new  retirees  from  the  public  sector,  almost 
one-fourth  of  whom  are  Federal  retirees.  Ac- 
cording to  a  1984  General  Accounting  Office 
report,  few  pnvate  sector  employers  require 
employees  to  contnbute  toward  the  cost  of 
their  pension  plans.  Data  from  the  Bureau  of 
Labor  Statistics  show  that  93  percent  of  pri- 
vate pension  plans  do  not  mandate  employee 
contributions.  However,  almost  all  public  pen- 
sion plans— thje  Federal  Government  and  47 
of  50  State  governments— requirement  em- 
ployee contributions.  Consequently,  it  is  the 
putillc  sector  retiree  wfio  will  be  adversely  af- 
fected by  this  provision  of  H.R.  3838. 

The  immediate  Impact  of  the  tax  change  will 
create  hardships  for  those  individuals  nearing 
retirement  or  who  have  retired  recently.  These 
people  have  already  made  financial  plans 
t>ased  on  their  anticipated  annuities.  They  un- 
doubtedly have  based  their  investments,  their 
children's  college  payments,  and  other  major 
budgetary  decisions  on  their  anticipated,  tax- 
free  annuity.  A  sudden  change  In  the  tax 
law— and  even  worse,  a  retroactive  change  in 
the  tax  law— will  afect  their  carefully  made 
plans,  and  create  difficult  financial  disloca- 
tions. 

The  tax  reform  bill  also  raises  broader  ques- 
tions of  fairness.  Federal  retirees,  esp>ecially, 
will  be  hard  pressed  to  meet  this  new  tax  obli- 
gation, considering  the  reductions  they  have 
experienced  to  date.  Already  this  year,  budget 
cuts  have  fallen  heavily  on  Federal  workers 
and  retirees.  Federal  workers  have  had  their 
pay  frozen  this  year.  In  addition,  the  1986  re- 
tirement cost-of-living  adjustment  was  can- 
celed because  of  Gramm-Rudman. 

After  5  years  of  attacks  by  the  administra- 
tion. Federal  employees  find  their  pay  and 
benefits  lagging  significantly  behind  that  of 
their  private  sector  counterparts.  The  Presi- 
dent's own  pay  agent  recently  concluded  that 
Federal  pay  lags  private  sector  compensation 
by  24  percent.  Yet,  the  President  has  submit- 
ted his  alternate  pay  plan,  which  will  allow 
only  a  2-percent  increase  in  Federal  pay  for 
1987.  We  cannot  expect  our  Federal  Govern- 
ment to  operate  efficiently  or  effectively  in  the 
service  of  this  Nation  if  we  continue  to  treat 
our  public  workforce  in  this  manner. 

Who  are  these  Federal  workers?  They  are 
the  Federal  drug  enforcement  officials  fighting 
to  stem  the  flood  of  Illegal  narcotics  into 
American  ports.  They  are  the  NASA  research- 
ers, technicians,  and  astronauts.  They  are  tfie 
Departn>ent  of  Agricultrue  employees  wfio 
help  protect  our  crops  and  ensure  the  quality 
of  our  food  and  drugs.  They  are  the  Environ- 


mental Protection  officials,  the  Coast  Guard 
patrol,  and  the  postal  employees  who  ensure 
prompt  delivery  of  our  mail  across  the  Nation. 

Perhaps  it  is  too  easy  to  forge  the  important 
services  whkih  our  Federal  employees  pro- 
vide. Nevertheless,  all  of  us  and  all  of  our 
constitutents  depend  on  their  dedicated  serv- 
ice, which  will  surely  suffer  If  we  continue  to 
heap  budget  cuts  and  tax  increases  on  our 
public  sen/ants. 

Mr.  Speaker,  the  repeal  of  the  basis  recov- 
ery rule  will  harm  our  Federal  Government 
and  its  employees  and  retirees  in  a  year  when 
they  have  already  been  harmed  too  much.  I 
have  testified  before  the  Rules  Committee 
against  this  provision.  I  have  spoken  against  it 
on  the  floor  of  this  House.  I  have  Introduced  a 
resolution  with  my  colleague.  Congressman 
Hall,  urging  that  the  basis  recovery  rule  not 
be  repealed  retroactively.  Today,  I  must  again 
express  my  extreme  opposition  to  this  provi- 
sion in  the  tax  reform  bill.  I  urge  my  col- 
leagues to  act  to  protect  Federal  retirees  from 
this  unfair  change  in  H.R.  3838. 


Ms.  Oakar,  for  5  minutes,  t^oday. 
Mrs.   Bentley,   for  30  minut^es,  on 
September  19. 


LEAVE  OF  ABSENCE 

By  unanmous  consent,  leave  of  ab- 
sence was  granted  to: 

Mr.  BoLAND  (at  the  request  of  Mr. 
Wright),  for  September  17  and  18,  on 
account  of  a  necessary  absence. 


SPECIAL  ORDERS  GRANTED 

By  unanimous  consent,  permission 
to  address  the  House,  following  the 
legislative  program  and  any  special 
orders  heretofore  entered,  was  granted 
to: 

(The  following  Members  (at  the  re- 
quest of  Mr.  Henry)  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material: ) 

Mr.  Crane,  for  60  minutes,  on  Octo- 
ber 1. 

Mr.  Archer,  for  60  minutes,  on  Sep- 
tember 19. 

Mr.  Crane,  for  60  minutes,  on  Sep- 
tember 18. 

Mr.  Crane,  for  60  minutes,  on  Sep- 
tember 17. 

Mrs.  Bentley,  for  60  minutes,  on 
September  30. 

Mrs.  Bentley,  for  60  minutes,  on  Oc- 
tober 1. 

Mrs.  Bentley,  for  60  minutes,  on  Oc- 
tober 2. 

Mr.  Boehlert.  for  60  minutes,  on 
September  30. 

Mr.  Boehlert,  for  60  minutes,  on 
October  1. 

(The  follow  Members  (at  the  request 
of  Mr.  Gaydos)  to  revise  and  extend 
their  remarks  and  include  extraneous 
material:) 

Mr.  Anndnzio,  for  5  minutes,  today. 

Mr.  Alexander,  for  30  minutes, 
today. 

Mr.  HoYER,  for  60  minutes,  on  Sep- 
tember 18. 

(The  follow  Members  (at  the  request 
of  Mr.  Archer)  to  revise  and  extend 
their  remarks  and  include  extraneous 
material: ) 


EXTENSION  OF  REMARKS 

By  unanimous  consent,  permission 
to  revise  and  extend  remarks  was 
granted  to: 

Mr.  Weiss,  to  include  extraneous 
material  on  H.R.  4759,  in  Committee 
of  the  Whole,  today. 

Mr.  Alexander,  and  to  include  extra- 
neous matter  notwithstanding  the  fact 
that  it  exceeds  two  pages  of  the 
Record  and  is  estimated  by  the  Public 
Printer  to  cost  $1,476. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Henry)  and  to  include  ex- 
traneous matter: ) 

Mr.  KoLBE. 

Mrs.  ROUKEMA. 

Mr.  Green. 

Mr.  Gradison. 

Mr.  Dannemeyer. 

Mr.  Crane. 

Mr.  Pursell. 

Mr.  Hansen. 

Mr.  RuDD. 

Mrs.  Holt. 

Mr.  Bereuter. 

Mr.  CoNTE. 

Mr.  Porter. 

Mr.  Duncan  in  two  instances. 

Mr.  Schulze. 

Mr.  Schuette. 

Mr.  Bilirakis. 

Mr.  RiTTER. 

Mr.  Whitehurst. 

Mr.  Clinger. 

Mr.  Oilman. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Gaydos)  and  to  include 
extraneous  matter:) 

Mr.  Mazzoli. 

Mr.  Hamilton  in  five  instances. 

Mr.  Towns. 

Mr.  Skelton  in  two  instances. 

Mr.  Roybal. 

Mr.  Pepper. 

Mr.  Fascell. 

Mr.  LiPiNSKi. 

Mr.  Fazio. 

Mr.  Dwyer  of  New  Jersey. 

Mr.  Mitchell. 

Ms.  Oakar. 

Mr.  Rodino. 

Mr.  KOLTER. 
Mr.  SCHUMER. 

Mr.  Hertel  of  Michigan  in  two  in- 
stances. 
Mr.  Kildee. 
Mr.  Mavroules. 
Mr.  Murphy. 

Mr.  MOAKLEY.    • 

Mr.  Lantos. 

Mr.  Leland. 

Mr.  Evans  of  Illinois. 

Mr.  Kanjorski. 

Mr.  Torres. 
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SENATE  ENROLLED  BILL  SIGNED 

The  SPEIAKER  announced  his  sig- 
nature to  an  enrolled  bill  of  the 
Senate  of  the  following  title: 

S.  98.  An  act  for  the  relief  of  Cirilo  Raagas 
Costa  and  Wilma  Raagas  Costa. 


JOINT  RESOLUTION  PRESENTED 
TO  THE  PRESIDENT 

Mr.  ANNUNZIO.  from  the  Commit- 
tee on  House  Administration,  reported 
that  that  committee  did  on  this  day 
present  to  the  President,  for  his  ap- 
proval, a  joint  resolution  of  the  House 
of  the  following  title: 

H.J.  Res.  692.  Joint  resolution  to  designate 
the  week  of  October  19,  1986,  through  Octo- 
ber 26,  1986,  "National  Housing  Week." 


ADJOURNMENT 

Mr.  ARCHER.  Mr.  Speaker,  I  move 
that  the  House  do  now  adjourn. 

The  motion  was  agreed  to,  accord- 
ingly (at  7  o'clock  and  2  minutes  p.m.) 
under  its  previous  order,  the  House  ad- 
journed until  Thursday,  September  18, 
1986,  at  9:30  a.m. 


4219.  A  letter  from  the  Administrator. 
General  Services  Administration,  transmit- 
ting a  copy  of  an  amended  lease  prospectus 
for  1120  Vermont  Avenue,  Washington, 
D.C.,  pursuant  to  Public  Law  86-249.  section 
7(a)  (86  Stat.  217);  to  the  Committee  on 
I*ublic  Works  and  Transportation. 

4220.  A  letter  from  the  Administrator, 
General  Services  Administration,  transmit- 
ting informational  copies  of  lease  prospec- 
tuses, pursuant  to  Public  Law  86-249,  sec- 
tion 7(a)  (86  Stat.  217);  to  the  Committee  on 
Public  Works  and  Transportation. 

4221.  A  letter  from  the  Executive  Secre- 
tary, Foreign  Trade  Zones  Board,  Depart- 
ment of  Commerce,  transmitting  a  copy  of 
the  45th  annual  report  fo  the  Foreign  Trade 
Zones  Board,  pursuant  to  19  U.S.C.  81p(c); 
to  the  Committee  on  Ways  and  Means. 

4222.  A  letter  from  the  Secretary  of  Hous- 
ing and  Urban  Development,  transmitting  a 
report  on  child  care  in  public  housing,  pur- 
suant to  Public  Law  98-181.  section  222(e); 
jointly  to  the  Committee  on  Appropriations 
and  Banking,  Finance  and  Urban  Affairs. 


committee's  jurisdiction  pursuant  to  clause 
l(v)  of  rule  X  (Rept.  »»-833.  Pt.  1).  Ordered 
to  be  printed. 


EXECUTIVE  COMMUNICATIONS, 
ETC. 

Under  clause  2  of  rule  XXIV,  execu- 
tive communications  were  taken  from 
the  Speaker's  table  and  referred  as  fol- 
lows: 

4213.  A  letter  from  the  Secretary  of  Edu- 
cation, transmitting  a  report  on  drug  use 
among  school-age  youth;  to  the  Committee 
on  Education  and  Labor. 

4214.  A  letter  from  the  Acting  Director. 
Defense  Security  Assistance  Agency,  trans- 
mitting notification  that  the  Department  of 
Defense  has  provided  defense  articles,  serv- 
ices and  training  to  Chad  under  the  author- 
ity of  P.D.  86-6  for  a  total  value  of  $10  mil- 
lion, pursuant  to  22  U.S.C.  2318(b)(2);  to  the 
Committee  on  Foreign  Affairs. 

4215.  A  letter  from  the  Director.  Defense 
Security  Assistwice  Agency,  transmitting 
notification  of  the  Department  of  the 
Navy's  proposed  letter(s)  of  offer  to  the 
Netherlands  for  defense  articles  and  serv- 
ices estimated  to  cost  $26  million  (Transmit- 
tal No.  86-39).  pursuant  to  22  U.S.C. 
2776(b);  to  the  Committee  on  Foreign  Af- 
fairs. 

4216.  A  letter  from  the  Assistant  Secre- 
tary, Legislative  and  Intergovernmental  Af- 
fairs, Department  of  State,  transmitting  a 
report  on  Soviet  and  international  Commu- 
nist behavior,  pursuant  to  Public  Law  99-93, 
section  155  (99  Stat.  429);  to  the  Committee 
on  Foreign  Affairs. 

4217.  A  letter  from  the  Comptroller  Gen- 
eral of  the  United  States,  transmitting  the 
eighth,  and  final,  report  evaluating  the 
methodology  that  the  Department  of  the 
Interior  uses  In  allowing  offshore  oil  and 
gas  wells  to  be  suspended  from  production 
(shut  in)  or  to  bum  off  (flare)  natural  gas, 
pursuant  to  43  U.S.C.  1861(b);  to  the  Com- 
mittee on  Interior  and  Insular  Affairs. 

4218.  A  letter  from  the  Staff  Director. 
Civil  Rights  Commission,  transmitting 
statements  of  two  Commissioners  concern- 
ing recent  Supreme  Court  decisions  on  af- 
firmative action;  to  the  Committee  on  the 
Judiciary. 


REPORTS  OP  COMMITTEES  ON 
PUBLIC  BILLS  AND  RESOLU- 
TIONS 

Under  clause  2  of  rule  XIII,  reports 
of  committees  were  delivered  to  the 
Clerk  for  printing  and  reference  to  the 
proper  calendar,  as  follows: 

Mr.  ROSTENKOWSKI:  Committee  on 
Ways  and  Means.  House  Joint  Resolution 
626.  Joint  resolution  to  approve  the  "Com- 
pact of  FYee  Association"  between  the 
United  States  and  the  Government  of 
Palau,  and  for  other  purposes  (Rept.  99-663. 
Pt.  3).  Ordered  to  be  printed. 

Mr.  WHITTEN:  Committee  on  Appropria- 
tions. House  Joint  Resolution  730.  Joint  res- 
olution making  continuing  appropriations 
for  the  fiscal  year  1987.  and  for  other  pur- 
poses (Rept.  99-831).  Referred  to  the  Com- 
mittee of  the  Whole  House  on  the  State  of 
the  Union. 

Mr.  BROOKS:  Committee  on  Govern- 
ment Operations.  H.R.  4862.  A  bill  to  amend 
the  Freedom  of  Information  Act  to  provide 
procedures  for  the  processing  of  requests 
for  confidential  business  Information;  with 
an  amendment  (Rept.  99-832).  Referred  to 
the  Committee  of  the  Whole  House  on  the 
State  of  the  Union. 

Mr.  PEPPER:  Committee  on  Rules.  H.R. 
4893.  A  bill  to  provide  for  a  General  Ac- 
counting Office  investigation  and  report  on 
conditions  of  displaced  Nicaraguans.  to  pro- 
vide certain  rules  of  the  House  of  Repre- 
sentatives and  of  the  Senate  with  respect  to 
review  of  the  report,  to  provide  for  the  tem- 
porary stay  of  detention  and  deportation  of 
certain  Nicaraguans.  and  for  other  purposes 
(Rept.  99-834,  Pt.  1).  Ordered  to  be  printed. 


REPORTED  BILI^ 
SEQUENTIALLY  REFERRED 

Under  clause  5  of  rule  X,  bills  and 
reports  were  delivered  to  the  Clerk  for 
printing,  and  bills  referred  as  follows: 

Mr.  DINGELL:  Committee  on  Energy  and 
Commerce.  H.R.  2248.  A  bill  to  authorize  ap- 
propriations for  the  National  Highway  Traf- 
fic Safety  Administration,  and  for  other 
purposes;  with  an  amendment;  referred  to 
the  Committee  on  Ways  and  Means  for  a 
period  ending  not  later  than  September  29. 
1986  for  consideration  of  such  portions  of 
the  bill  and  amendment  as  fall  within  that 


PUBUC  BILLS  AND 
RESOLUTIONS 

Under  clause  5  of  rule  X  and  clause 
4  of  rule  XXII,  public  bills  and  resolu- 
tions were  introduced  and  severally  re- 
ferred as  follows: 

By  Mr.  BARNARD: 
H.R.  5535.  A  bill  to  amend  the  Congres- 
sional Budget  Act  of  1974  to  minimize  the 
impact  on  State  and  local  governments  of 
unexpected  provisions  of  legislation  propos- 
ing the  imposition  of  large  unfimded  costs 
on  such  governments,  and  for  other  pur- 
poses; to  the  Committee  on  Rules. 

By  Mr.  BOUCHER  (for  himself  and 
Mr.  DeWine): 
H.R.  5536.  A  biU  to  amend  title  35  of  the 
United  States  Code  to  extend  the  term  of 
patents  for  agricultural  and  chemical  prod- 
ucts for  the  period  during  which  they  un- 
derwent regulatory  review;  to  the  Commit- 
tee on  the  Judiciary. 

By  Mr.  BOULTER  (for  himself.  Mr. 
Craig.   Mr.   Kramer.   Mr.   Roberts, 
Mr.  Stanceland.  Mr.  Lightfoot.  Mr. 
GooDLiNG,  Mr.  Skeen.  Mr.  Eckart  of 
Ohio.  Mr.  Combest.  Mr.  Gingrich, 
Mr.     Weber.     Mr.     Schuette.     Mr. 
Burton  of   Indiana.   Mr.   Emersom, 
Mr.  MoNSON.  Mr.  Barton  of  Texas, 
Mr.    Robert    F.    Smith,    and    Mr. 
DeLay): 
H.R.  5537.  A  bill  to  require  United  SUtes 
executive  directors  of  multilateral  develop- 
ment banks  to  oppose  assistance  for  the  pro- 
duction or  extraction  of  any  commodity  or 
mineral  for  export  If  the  commodity  or  min- 
eral is  in  surplus  In  world  markets  or  the  ex- 
portation   of    the    commodity    or    mineral 
would  cause  substantial  Injury  to  United 
States  producers,  and  for  other  purposes;  to 
the  Committee  on  Banking.  Finance  and 
Urban  Affairs. 

By  Mr.  DORGAN  of  North  DakoU: 
H.R.  5538.  A  bill  to  amend  title  23.  United 
States  Code,  relating  to  open  containers  of 
alcoholic  beverages  and  consumption  of  al- 
coholic beverages  in  the  passenger  area  of 
motor  vehicles  and  establishment  of  a  na- 
tional minimum  blood  alcohol  level  for  driv- 
ing motor  vehicles;  to  the  Committee  on 
Public  Works  and  Transportation. 

By  Mr.  FOWLER:  , 

H.R.  5539.  A  bill  to  establish  a  llmlUtlon 
on  the  rates  of  Interest  which  may  be  Im- 
posed on  credit  card  accounts,  to  provide  for 
more  detailed  disclosures  by  credit  card  issu- 
ers in  application  for  credit  cards,  and  to 
provide  that  no  Interest  may  be  imposed 
with  respect  to  credit  card  transactions 
before  the  end  of  a  grace  period;  to  the 
Committee  on  Banking.  Finance  and  Urban 
Affairs. 

By    Mr.    WYDEN    (for    himself.    Mr. 
Waxman,    Mr.    Masigan.    and    Mr. 
Tauke): 
H.R.  5540.  A  bill  to  encourage  good  faith 
professional  review  activities  of  health  care 
entitles,  to  require  collection  and  dissemina- 
tion to  hospitals  and  other  health  care  pro- 
viders  of   Information   concerning   certain 
payments  in  medical  malpractice  claims  and 
certain  adverse  decisions,  and  for  other  pur- 
poses;  to  the  Committee  on  Energy  and 
Commerce. 

By  Mr.  GUCKMAN  (for  himself  and 
Mr.  Moody): 
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H.R.  5541.  A  bill  to  amend  section  3718  of 
title  31,  United  States  Code,  to  autliorize 
contracts  retaining  private  counsel  to  fur- 
nish legal  services  in  the  case  of  indebted- 
ness owed  the  United  States;  to  the  Com- 
mittee on  the  Judiciary. 

By  Mr.  GREEN: 
H.R.  5542.  A  bill  to  amend  title  I  of  the 
Employee  Retirement  Income  Security  Act 
of  1974  and  the  Internal  Revenue  Code  of 
1954  to  recognize  as  an  exception  to  applica- 
ble antialienation  and  preemption  provi- 
sions State  court  judgments,  decrees,  or 
orders  recognizing  or  creating  in  the  em- 
ployer or  assigning  to  the  employer  a  right 
to  an  employee's  accrued  retirement  benefit 
as  an  equitable  remedy  under  State  law  for 
criminal  fraud  or  theft;  jointly,  to  the  Com- 
mittees on  Education  and  Labor,  and  Ways 
and  Means. 

By  Mr.  STAGGERS: 
H.R.  5543.  A  bill  to  amend  Public  Law  95- 
625  to  permit  the  acquisition  of  certain 
lands  for  an  administrative  site  for  the  New 
River  Gorge  National  River,  WV;  to  the 
Committee  on  Interior  and  Insular  Affairs. 

By  Mr.  WEBER: 
H.R.  5544.  A  bill  to  amend  the  Agricultur- 
al Act  of  1949  to  repeal  the  authority  of  the 
Secretary  of  Agriculture  to  reduce  the  sup- 
port price  for  the  1986  crop  of  soybeans 
below  $5.02  per  bushel,  and  for  other  pur- 
poses; to  the  Committee  on  Agriculture. 

By  Mr.  WHITTEN: 
H.J.   Res.    730.   Joint    resolution    making 
continuing  appropriations  for  the  fiscal  year 
1987,  and  for  other  purposes. 

By  Mr.  WALKER: 
H.J.  Res.  731.  Joint  resolution  affirming 
the  legislative  intent  under  the  Social  Secu- 
rity Act  to  provide  for  increases  in  old-age 
insurance  benefits  with  due  regard  to  in- 
creases in  the  cost  of  living;  to  the  Commit- 
tee on  Ways  and  Means. 


MEMORIALS 

Under  clause  4  of  rule  XXII,  memo- 
rials were  presented  and  referred  as 
follows: 

458.  By  the  SPEAKER:  Memorial  of  the 
legislature  of  the  State  of  California,  rela- 
tive to  a  marine  sanctuary  on  the  northern 
California  coast;  to  the  Committee  on  Mer- 
chant Marine  and  Fisheries. 

459.  Also,  memorial  of  the  legislature  of 
the  State  of  California,  relative  to  commer- 
cial fishing  vessels;  to  the  Committee  on 
Merchant  Marine  and  Fisheries. 


-       PRIVATE  BILLS  AND 
RESOLUTIONS 

Under  clause  1  of  rule  XXII: 
Mr.  LEHMAN  of  Florida  introduced  a  bill 
(H.R.  5545)  for  the  relief  of  Shannon  Chiles 
and  Joseph  Chiles;  which  was  referred  to 
the  Committee  on  Post  Office  and  Civil 
Service. 


ADDITIONAL  SPONSORS 

Under  clatise  4  of  rule  XXII,  spon- 
sors were  added  to  public  bills  and  res- 
olutions as  follows: 

H.R.  555:  Mr.  Stangeland. 

H.R.  864:  Mr.  Walgren. 

H.R.  2911:  Mr.  Boehlert. 

H.R.  2952:  Mr.  Seiberling,  Mr.  Kasten- 
MEiEK,  and  Mr.  Boehlert. 

H.R.  3379:  Mr.  Marlenee. 


H.R.  3600:  Mr.  Hartnett,  Mr.  Ritter.  Mr. 
LiPiNSKi,  Mr.  Coble,  Mr.  Lewis  of  Florida. 
Mr.  Thomas  of  Georgia,  Mr.  Lent,  Mr.  Rob- 
inson, Mr.  WoRTLEY,  Mr.  Brown  of  Colora- 
do, Mr.  LiGHTFOOT,  Mr.  Whittaker,  and  Mr. 
Loeffler. 

H.R.  3756:  Mr.  Strang. 

H.R.  3799:  Mr.  Rowland  of  Georgia. 

H.R.  3968:  Mr.  Walgren  and  Mr.  Weber. 

H.R.  4086:  Mr.  Slattery,  Mr.  Bustamante, 
Mr.  Bates,  and  Mr.  Stark. 

H.R.  4145:  Mr.  Stratton. 

H.R.  4194:  Mr.  McKinney  and  Mr. 
Waldon. 

H.R.  4450:  Mr.  Miller  of  California,  and 
Mr.  McCoLLUM. 

H.R.  4703:  Mr.  Martinez. 

H.R.  4871:  Mr.  McKernan,  Mr.  Bates,  Mr. 
Clay,  Mr.  Jacobs,  and  Ms.  Mikulski. 

H.R.  4884:  Mr.  Wylie. 

H.R.  4908:  Ms.  Kaptur,  Mr.  Bruce,  Mr. 
Garcia,  Mr.  Lundine.  Mr.  Vento,  Mr. 
Waldon,  Mr.  Atkins,  and  Mr.  Gekas. 

H.R.  4929:  Mr.  Durbin. 

H.R.  5043:  Mr.  Andrews,  Mr.  Mitchell. 
Mr.  Feighan.  Mr.  Vento.  Mr.  Gejdenson. 
Mr.  Coughlin,  Mr.  Owens,  Mr.  de  Lugo,  and 
Mr.  Pursell. 

H.R.  5145:  Mr.  Traficant,  Mr.  Sunia.  Mr. 
Dicks.  Mr.  Downey  of  New  York.  Mr.  Gray 
of  Illinois.  Mr.  Hendon.  Mr.  Seiberling.  Ms. 
Kaptur.  Mr.  Wolpe.  Mr.  Kolbe.  Mr.  Wirth, 
Mr.  Atkins.  Mr.  Robinson,  Mr.  Prenzel. 
Mr.  Mitchell.  Mr.  McHugh.  Mr.  Boucher. 
Mr.  GuARiNi.  Mrs.  Bentley.  Mr.  Lundine. 
Mr.  Bedell.  Mr.  Wilson.  Mr.  de  Lugo.  Mr. 
Stallings.  Mr.  Moody.  Mr.  Bevill,  Mr. 
Boehlert.  and  Mr.  Sikorski. 

H.R.  5225:  Mr.  Mavroules,  Mr.  Yates,  Mr. 
Savage,  Mr.  Smith  of  New  Hampshire,  and 
Mr.  Traficant. 

H.R.  5274:  Mr.  Boehlert,  Mr.  de  la  Garza, 
Mr.  Edwards  of  California.  Mr.  Puster.  Mr. 
Gunderson.  Mr.  Kolter.  Mr.  Mollohan. 
Mr.  Wolf,  and  Mr.  Lehman  of  Florida. 

H.R.  5305:  Ms.  Mikulsi.  and  Mr.  Morri- 
son of  Connecticut. 

H.R.  5396:  Mr.  Fauntroy.  Mr.  Savage.  Mr. 
Bedell,  Mr.  Wise.  Mr.  Evans  of  Illinois.  Mr. 
KosTMAYER,  Mr.  WILLIAMS,  Mr.  Levine  of 
California,  Mr.  Morrison  of  Connecticut, 
and  Mr.  Hawkins. 

H.R.  5427:  Mr.  Reid,  Mr.  Scheuer.  and  Mr. 
Waldon. 

H.R.  5436:  Mr.  Stangeland. 

H.R.  5512:  Mrs.  Kennelly.  Mr.  Whitley. 
Mr.  Rose.  Mr.  Lowry  of  Washington.  Mr. 
McDade.  Mr.  Dicks.  Mr.  Morrison  of  Con- 
necticut. Mr.  Daniel.  Mr.  Stallings,  and 
Mr.  RoDiNO. 

H.R.  5527:  Mr.  English  and  Mr.  Volkmer. 

H.J.  Res.  244:  Mr.  Bennett. 

H.J.  Res.  552:  Mr.  Fields.  Mr.  Bilirakis. 
Mr.  Bartlett,  Mr.  Pickle.  Mr.  Rogers.  Mr. 
MuRTHA.  Mr.  Bennett,  and  Mr.  Synar. 

H.J.  Res.  588:  Mr.  DioGuardi.  Mr.  Sunia. 
Mr.  Badham.  Mr.  Stallings.  Mr.  Chandler. 
Mr.  Mrazek.  Mr.  Leland.  Mr.  Hansen.  Mr. 
RoTH.  Mr.  Young  of  Alaska.  Mr.  Eckert  of 
New  York.  Mr.  Wilson.  Mr.  Feighan.  and 
Mr.  Courier. 

H.J.  Res.  620:  Mr.  Whittaker,  Mr.  Skel- 
TON.  Mr.  Volkmer.  Mr.  Jeffords.  Mrs. 
BoGGS.  and  Mr.  Goodling. 

H.J.  Res.  675:  Mr.  Morrison  of  Connecti- 
cut. Mr.  Bevill.  Mr.  Chappie.  Mr.  Conyers. 
Mr.  BoNiOR  of  Michigan.  Mr.  Dingell,  Mr. 
DioGuardi.  Mrs.  Bentley.  Mr.  Fawell.  Mr. 
Gray  of  Illinois,  Mr.  Hammerschmidt.  Mr. 
Hatcher.  Mr.  Bustamante.  Mr.  Fazio.  Mr. 
Ralph  M.  Hall.  Mr.  Frank.  Mr.  Wylie.  Mr. 
HoYER.  Mr.  Wilson.  Mr.  Volkmer,  Ms. 
Kaptur,  Mr.  Tallon,  Mr.  Stokes,  Mr.  Skel- 
TON.  Mr.  Boehlert.  Mr.  Sabo.  Mr.  Roberts. 


Mr.  RoDiNO,  Mr.  Rinaldo.  Mr.  Ortiz,  Mr.  de 
la  Garza,  Mr.  Natcher.  Mr.  Martin  of  New 
York,  Mr,  Levin  of  Michigan,  and  Mr.  Li- 

PINSKI. 

H.J.  Res.  682:  Mr.  Roe,  Mrs.  Boxer,  Mr. 
Lipinski,  Mr.  Martinez,  Mr.  Fazio,  Mr. 
Luken,  Mr.  Horton,  Mr.  Puster,  Mr. 
Bryant,  Mr.  Wyden,  Mr.  Waxman,  Mr. 
KosTMAYER,  Mr.  Edgar,  Mr.  Kanjorski,  Mr. 
Coyne,  Mr.  Beilenson,  Mr.  Feighan,  Mr. 
Rose,  Mr.  Mavroules,  Mr.  Spratt,  Mr. 
MacKay,  Mr.  Jacobs,  Mr.  Donnelly,  Mr. 
Rangel,  Mr.  Dellums,  Mr.  Smith  of  Florida, 
Mr.  Wolpe,  Mr.  Evans  of  Illinois,  Mr.  Schu- 
MER,  Mr.  Dicks,  Mr.  Downey  of  New  York, 
Mr.  Roemer,  Mr.  Owens,  Mr.  Synar.  Mr. 
Ortiz,  Mr.  Bustamante,  Mr.  Richardson, 
Mr.  Berman,  and  Mr.  Wilson. 

H.J.  Res.  706:  Mr.  Levin  of  Michigan,  Mr. 
Rahall.  Mr.  LaFalce.  Mr.  Owens,  and  Mr. 
Denny  Smith. 

H.J.  Res.  709:  Mr.  Ralph  M.  Hall.  Mr. 
Wise.  Mr.  Pursell,  Mrs.  Burton  of  Califor- 
nia. Mr.  McKernan,  Mr.  Coats,  Mr.  Crock- 
ett, Mr.  Vander  Jagt,  Mr.  Lundine,  Ms.  Mi- 
kulski, Mr.  Garcia,  Mr.  Lantos,  Mr.  Dym- 
ally,  Mr.  Hayes,  Mr.  Owens,  Mr.  Bevill, 
Mrs.  VucANOVicH,  Mr.  Porter,  Mr.  Tallon, 
and  Mr.  LaFalce. 

H.J.  Res.  716:  Mr.  Montgomery,  Mr.  Gray 
of  Pennsylvania,  Mr.  Daniel,  "  Mr.  Valen- 
tine, Mr.  Levin  of  Michigan,  and  Mr.  Smith 
of  Florida. 

H.  Con.  Res.  129:  Mrs.  Boxer,  Mr. 
Schuette,  Mr.  Stark,  Mr.  Madigan,  Mr. 
Lowery  of  California,  Mr.  Roemer,  Mr. 
Dixon,  Mr.  Shelby,  Ms.  Snowe,  and  Mr. 
Martin  of  New  York. 

H.  Con.  Res.  351:  Mr.  Courter,  Mr. 
Coyne,  Mr.  Duncan,  Mr.  Ford  of  Tennessee, 
Mr.  Lipinski,  Mr.  Lowry  of  Washington, 
Mr.  Mavroules,  Mr.  Murphy,  and  Mr. 
Hen  DON. 

H.  Con.  Res.  359:  Mr.  Manton,  Mr.  Bates, 
Mr.  Clay,  Mr.  Slattery,  Mr.  Towns,  Mr. 
Morrison  of  Connecticut,  and  Mr.  Dellums. 

H.  Res.  529:  Mr.  Nielson  of  Utah,  Mr. 
Mack,  Mr.  Saxton,  and  Mr.  Monson. 


PETITIONS,  ETC. 
Under  clause  1  of  rule  XXII, 
481.  The  SPEAKER  presented  a  petition 
of  the  council  of  the  city  of  Independence, 
MO.  relative  to  the  Surface  Transportation 
Act  which  was  referred  to  the  Committee  on 
Public  Works  and  Transportation. 


AMENDMENTS 

Under  clause  6  of  rule  XXIII,  pro- 
posed amendments  were  submitted  as 
follows: 

H.R.  1309 
By  Mr.  PENNY: 
—Page  6.  strike  out  lines  8  through  16  and 
insert  in  lieu  thereof  the  following: 

(5)  the  term  "hazardous  occupational  ex- 
posure" means— 

(A)  a  history  of  actual  use  of  a  potentially 
hazardous  or  harmful  chemical,  physical,  or 
biological  agent  found  in  the  workplace;  or 

(B)  a  history  of  exposure  to  any  hazard- 
ous industrial  or  commercial  process  or  ac- 
tivity in  the  workplace; 

that  results  in  an  exposure  of  sufficient  du- 
ration or  sufficient  intensity,  or  both,  to  be 
associated  with  a  risk  for  occupational  dis- 
ease. 
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H.R.  2482 

(As  amended  by  H.R.  5440) 
By  Mr.  BEDELL: 
—Page  44,  strike  out  lines  4  through  9  and 
insert  in  lieu  thereof  the  following: 

(2)  Section  2(u)  (7  U.S.C.  136(u)  is  amend- 
ed by  striking  out  "and"  immediately  before 
the  first  clause  (2)  and  by  adding  after  "des- 
sicant"  a  comma  and  the  following:  "and  (3) 
any  substance  or  mixture  of  substances  in- 
tended for  purposes  described  in  subsection 
(gg)". 

Page  116.  line  12,  insert  "and  by"  before 
"adding". 

Page  140,  line  17.  strike  out  "the  Board  of 
Agriculture  of". 

Page  161,  line  10,  strike  out  "on"  and 
insert  "or". 

Page  161,  line  10.  strike  out  "ingredeint" 
and  insert  "ingredient". 

Page  162,  line  10,  insert  "such"  after 
"and". 

Page  158.  after  line  10.  strike  out  the  item 
relating  to  subsection  (d). 

—Page  134,  strike  out  line  5  and  all  that 
follows  through  line  6  on  page  135  and 
insert  in  lieu  thereof  the  following: 

SEC.  814.  GROUNDWATER  .AITHORITV. 

(a)  Definitions.— Section  2  (7  U.S.C.  136) 
(as  amended  by  section  802)  is  amended  by 
adding  at  the  end  the  following: 

•(11)  Groundwater.— The  term  ground- 
water' means  water  below  the  land  surface 
in  a  zone  of  saturation. 

"(mm)  Reliable  Analytical  Data.— The 
term  reliable  analytical  data'  means  scien- 
tific information  that  verifies  the  presence 
of  a  pesticide  in  a  groundwater  sample  and 
that  is  of  a  reliable  scientific  quality  accord- 
ing to  generally  recognized  standards  and 
good  laboratory  practices  for  sampling  and 
analysis  of  pesticides  in  groundwater. 

••(nn)  Potential  Sources  of  Drinking 
Water.— The  term  potential  sources  of 
drinking  water'  means  the  portion  of  an  aq- 
uifer or  aquifer  system  that  contains  suffi- 
cient quantity  and  is  of  sufficient  quality  to 
supply  potable  water  to  a  drinking  water 
well,  taking  into  account  '  1 )  geographic  con- 
siderations and  depth  to  drinking  water.  (2) 
any  State  criteria  or  guidelines  for  siting 
new  wells  established  under  section  1428  of 
the  Public  Health  Service  Act  or  other  State 
authority,  and  (3)  shallow  groundwater  that 
is  not  potential  drinking  water. 

••(00)  Drinking  Water  Well.— The  term 
drinking  water  well'  means  a  well  or  spring 
currently  supplying  water  for  human  con- 
sumption. 

■•(pp)  Groundwater  Sampling  Point.— 
The  term  'groundwater  sampling  point' 
means  a  public  or  community  water  supply, 
a  private  water  supply,  a  spring,  or  a  moni- 
toring well  or  other  groundwater  source  if 
the  well  or  source  is  reasonably  designed 
and  of  adequate  depth  to  permit  the  collec- 
tion of  representative  groundwater  sam- 
ples.". 

(b)  Authority.— The  Act  (as  amended  by 
section  202)  is  amended  by  adding  after  sec- 
tion 31  the  following: 

"SEC.  32.  PROTECTION  OF  GROUNDWATER. 

"(a)  Notification.— 

"(1)  Requirement.- When  a  registrant  of 
a  pesticide  obtains  or  learns  of  reliable  ana- 
lytical data  that  a  pesticide  has— 

"(A)  been  detected  at  any  groundwater 
sampling  point  and  no  groundwater  residue 
guidance  level  has  been  issued  for  the  pesti- 
cide under  subsection  (e). 

"(B)  has  been  detected  at  a  groundwater 
sampling  point  a  concentration  higher  than 
known  previously  to  have  been  reported  to 


the    Administrator    at    such    groundwater 
sampling  point,  or 

"(C)  has  been  detected  at  any  groundwat- 
er sampling  point  at  a  concentration  at  or 
greater  than  20  percent  of  the  groundwater 
residue  guidance  level  issued  for  the  pesti- 
cide under  subsection  (e), 
the  registrant  shall  file  a  report  containing 
such  information  within  IS  working  days 
with  both  the  Administrator,  the  State  in 
which  the  groundwater  sampling  point  is  lo- 
cated, and  the  owner  of  the  property  in 
which  the  groundwater  sampling  point  is  lo- 
cated, if  known. 

"(2)  Content  of  report.— A  report  re- 
quired by  paragraph  (1)  for  detection  of  a 
pesticide  shall  contain  information  known 
to  the  registrant  of  the  pesticide  on  the 
level  of  detection  of  the  pesticide,  the  fre- 
quency of  detection  of  the  pesticide,  loca- 
tion (including  depth)  where  the  pesticide 
was  detected,  date  of  the  pesticide  detection, 
well  construction  if  the  pesticide  was  detect- 
ed in  a  well,  soil  type  where  the  pesticide 
was  detected,  and  analytical  method  used  to 
make  the  pesticide  detection,  including  in- 
formation on  the  precision,  accuracy,  and 
limits  of  the  method  of  detection  and  any 
quality  assurance  and  control  procedures 
used  in  the  pesticide  detection. 

■•(b)  Review  for  F^jrther  Action.— Upon 
receiving  information  of  a  detection  of  a 
pesticide  at  any  groundwater  sampling 
point,  the  Administrator  shall  promptly 
review  the  information  to  determine  the  re- 
liability of  the  detection  and  to  determine 
whether  further  action  should  be  taken  to 
protect  groundwater. 

"(c)  Monitoring.— 

■•(1)  Confirmation  of  detections.— If  the 
Administrator  receives  reliable,  analytical 
data  indicating  that— 

•■(A)  a  pesticide  has  been  detected  in  a 
drinking  water  well, 

■(B)  the  concentration  of  the  pesticide 
equals  or  exceeds  any  groundwater  residue 
guidance  level  issued  under  subsection  (d) 
for  that  pesticide,  and 

■•(C)  the  presence  of  ihe  pesticide  in  the 
drinking  water  well  may  be  the  result  of  use 
of  the  pesticide  in  accordance  with  tiie  la- 
beling on  the  pesticide  or  widespread  and 
commonly  recognized  practices  involving 
the  pesticide. 

the  Administrator  may  require  the  regis- 
trant of  the  pesticide  detected  to  conduct 
such  analysis  of  samples  of  groundwater 
from  the  drinking  water  well  involved  as  is 
necessary  to  determine  whether  the  pesti- 
cide is  present  at  a  concentration  that 
equals  or  exceeds  such  groundwater  residue 
guidance  level.  A  monitoring  requirement 
imposed  under  this  paragraph  shall  be  com- 
pleted within  90  days  of  notice  to  the  regis- 
trant. The  procedures  of  section  3(c)(2)(B) 
shall  govern  any  monitoring  requirement 
imposed  under  this  paragraph. 

'•(2)  Requirement  for  monitoring.- If  the 
Administrator  determines  that  additional 
data  on  the  presence  of  a  pesticide  in 
groundwater  are  required  to  maintain  in 
effect  an  existing  registration  of  the  pesti- 
cide, the  Administrator  may.  under  section 
3(c)(2)(B).  require  the  registrant  of  the  pes- 
ticide to  conduct  groundwater  monitoring. 
The  Administrator  shall  consult  with  the 
Secretary  of  Agriculture,  the  heads  of  other 
appropriate  Federal  agencies,  and  the 
States  concerning  the  design  and  scope  of 
monitoring  requirements  imposed  under 
this  paragraph.  The  design  and  the  scope  of 
the  monitoring  requirement  should  take 
into  account  all  relevant  information,  in- 
cluding the  magnitude  and  frequency  of  the 


detection  of  the  pesticide  Involved,  pattern 
of  pesticide  used  and  soil  types  involved  in 
the  detection,  physical  and  chemical  proper- 
ties of  the  pesticide,  rainfall  patterns,  well 
construction  if  the  pesticide  was  detected  in 
a  well,  rates  of  degradation,  reliability  and 
analytical  accuracy  of  the  detection,  and  re- 
sults of  State  or  other  sponsored  monitor- 
ing. To  the  extent  feasible,  monitoring 
should  be  at  representative  geogrraphical 
and  hydrogeological  areas  associated  with 
locations  and  conditions  of  concern  as  deter- 
mined by  the  Administrator. 

••(3)  Judicial  review.— Monitoring  re- 
quirements imposed  under  paragraph  (2) 
shall  be  subject  to  judicial  review  under  sec- 
tion 16. 

•'(d)  Groundwater  Residue  Guidance 
Levels.— 

••(1)  Requirement.- The  Administrator, 
on  the  Administrator's  owti  initiative,  may 
issue  a  groundwater  residue  guidance  level 
for  a  pesticide.  The  Administrator  shall 
issue  a  groundwater  residue  guidance  level 
for  a  pesticide  whenever  the  Administrator 
registers  or  reregisters  a  pesticide  if  the  Ad- 
ministrator determines  that  the  pesticide 
has  the  potential  to  leach  into  groundwater. 
In  addition,  the  Administrator  shall  issue  a 
groundwater  residue  guidance  level  for  a 
pesticide  if— 

••(A)  based  on  reliable  analytical  data,  the 
pesticide  has  been  detected  at  groundwater 
sampling  points  in  3  different  geographical 
areas, 

■•(B)  based  on  reliable  analytical  data,  the 
pesticide  has  been  detected  in  a  drinking 
water  well  or  wellfield  that  serves  a  popula- 
tion of  over  500  people,  or 

••(C)  a  Federal  agency  or  a  State  petitions 
the  Administrator  to  set  a  groundwater  resi- 
due guidance  level  for  the  pesticide. 

■•(2)  Standari  for  determining  ground- 
water RESIDUE  guidance  LEVEL.— 

■■(A)  If  the  Administrator  has  promulgat- 
ed or  promulgates  a  maximum  contaminant 
level  under  section  1412(b)(3)  of  the  Public 
Health  Service  Act  that  applies  to  a  pesti- 
cide, the  groundwater  residue  guidance  level 
required  under  paragraph  (1)  for  the  pesti- 
cide shall  be  set  at  such  level  within  30  days 
of  being  required  under  such  paragraph. 

■(B)  If  a  maximum  contaminant  level  that 
would  be  applicable  to  a  pe.sticide  for  which 
a  groundwater  residue  guidance  level  is  re- 
quired by  paragraph  <  1 )  has  not  been  estab- 
lished under  such  section  1412(b)(3).  the  Ad- 
ministrator, in  the  Administrator's  discre- 
tion, may  use  a  health  advisory  level  estab- 
lished under  the  Public  Health  Service  Act 
in  establishing  such  groundwater  residue 
guidance  level.  The  groundwater  residue 
guidance  level  established  by  the  Adminis- 
trator for  such  pesticide  shall  reflect  the 
level  of  the  pesticide  in  drinking  water  at 
which  no  kno»Ti  or  anticipated  adverse  ef- 
fects on  the  health  of  persons  occur,  the 
need  for  an  adequate  margin  of  safety,  the 
nature  of  the  toxic  effects  caused  by  the 
pesticide,  and  the  validity,  completeness, 
and  adequacy  of  data  about  the  pesticide.  If 
all  required  chronic,  oncogenicity,  reproduc- 
tion, or  teratogenicity  data  are  al)sent  or  in- 
valid for  the  pesticide,  the  groundwater  resi- 
due guidance  level  for  the  pesticide  shall  be 
at  the  limit  of  detection.  If  any  required 
chronic,  oncogenicity,  reproduction,  or  tera- 
togenicity data  are  absent  or  invalid  for  the 
pesticide,  the  goundwater  residue  guidance 
level  for  the  pesticide  shall  include  an  addi- 
tional margin  of  safety  that  takes  into  ac- 
count the  absence  of  such  data. 

••(3)  Procedures.— 
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"(A)  Before  issuing  a  final  groundwater 
residue  guidance  level  for  a  pesticide,  the 
Administrator  shall  publish  an  interim 
groundwater  residue  guidance  level  for  the 
pesticide  in  the  Federal  Register  and  allow 
public  comment  for  at  least  30  days.  During 
the  public  comment  period,  the  Administra- 
tor shall  invite  comment  on  the  level  in- 
volved from  the  Secretary  of  Agriculture, 
the  Scientific  Advisory  Panel.  States,  and 
the  congressional  committees  designated  in 
section  2S<aH3). 

"(B)  If  the  Administator  is  required  under 
paragraph  (1)  to  issue  a  groundwater  resi- 
due guidance  level  for  a  pesticide  and  the 
groundwater  residue  guidance  level  is  to  be 
issued  under  paragraph  (2)(B).  the  Adminis- 
trator shall  issue  an  interim  groundwater 
residue  guidance  level  for  the  pesticide 
within  30  days  after  the  requirement  to 
issue  the  groundwater  residue  guidance 
level  takes  effect. 

"(C)  the  issuance  or  revision  of  interim 
groundwater  residue  guidance  levels  and 
proposals  to  revise  groundwater  residue 
guidance  levels  shall  not  be  subject  to  the 
pr(x:edural  requirements  imposed  by  sub- 
paragraphs (A)  and  (B)  of  section  2S(a)(2) 
or  by  section  25(a)(3).  25(a)(4).  25(d). 

"(D)  Within  3  months  after  establishing 
an  interim  groundwater  residue  guidance 
level,  the  Administrator  shall  establish  a 
final  groundwater  residue  guidance  level. 
Until  a  final  groundwater  residue  guidance 
level  is  established  under  paragraph  (1)  for 
a  pesticide,  an  interim  groundwater  residue 
guidance  level  established  for  the  pesticide 
shall  remain  in  effect. 

"(4)  Revision  op  CROtrnDWATER  residue 
GUIDANCE  LEVELS.— The  Administrator  may 
revise  a  groundwater  residue  guidance  level 
for  a  pesticide.  The  Administrator  shall 
allow  at  least  30  days  for  public  comment  on 
any  proposed  revision. 

"(5)  Jin)iciAL  REVIEW.— An  interim  ground- 
water residue  guidance  level  shall  not  be 
subject  to  judicial  review  before  the  expira- 
tion of  3  months  after  its  issuance.  Judicial 
review  of  any  final  groundwater  residue 
guidance  level  or  failure  to  establish  an  in- 
terim or  final  groundwater  residue  guidance 
level  shall  be  governed  by  section  16.  A 
groundwater  residue  guidance  level  estab- 
lished under  paragraph  (2KA)  shall  not  be 
subject  to  judicial  review. 

"(e)  Response  to  Groundwater  Contami- 
nation.— 

"(1)  Requirement.— If  the  Administrator 
determines  that  a  pesticide  is  present  in  a 
drinlUng  water  well  at  a  concentration  that 
exceeds  the  final  groundwater  residue  guid- 
ance level  applicable  to  the  pesticide  and 
that  the  presence  of  the  pesticide  in  the 
drinking  water  well  may  be  the  result  of  use 
of  the  pesticide  in  accordance  with  the  la- 
beling on  the  pesticide  or  as  a  result  of  wide- 
spread and  commonly  recognized  practice 
involving  the  pesticide,  the  Administrator 
shall  notify  the  State  in  which  the  drinking 
water  well  is  located  of  the  Administrator's 
determination  and  shall  provide  it  with  all 
information  relevant  to  the  determination. 
Such  State  shall  take  action  within  90  days 
of  such  notification  to  prevent  potential  ad- 
verse effects  on  human  health  and  the  envi- 
ronment from  such  pesticide.  In  taking  such 
action  the  State  shall  take  appropriate 
action  regarding  the  sale  or  use  of  the  pesti- 
cide detected  at  such  drinking  water  well  to 
bring  and  retain  concentrations  of  the  pesti- 
cide at  or  below  the  final  groundwater  resi- 
due guidance  level  applicable  to  the  pesti- 
cide. In  addition,  if  such  action  does  not 
bring  and  retain  concentrations  of  the  pesti- 


cide detected  at  or  below  such  level,  the 
State,  when  authorized  by  State  or  another 
Federal  law.  shall  prevent  consumption  of 
drinking  water  that  exceeds  such  level. 

"(2)  Action  by  the  administrator.— 

"(A)  If  a  State  does  not  have  the  author- 
ity to  take  the  action  required  by  paragraph 
(1)  with  respect  to  a  pesticide  detected  in  a 
drinking  water  well  or  fails  to  take  such 
action  within  the  time  period  prescribed  by 
such  paragraph,  the  Administrator  shall 
take  action  under  this  Act  to  bring  and 
retain  the  concentration  of  the  pesticide  de- 
tected at  such  drinking  water  well  at  or 
below  the  final  groundwater  residue  guid- 
ance level  applicable  to  the  pesticide  and 
may  take  such  other  action  under  this  Act 
as  the  Administrator  deems  necessary  to 
prevent  potential  adverse  effects  on  human 
health  and  the  environment  from  such  pes- 
ticide. If  the  Administrator  takes  such 
action,  the  Administrator  shall  publish 
notice  of  the  action  in  the  Federal  Register 
and  take  appropriate  steps  to  inform  the 
registrant  of  the  pesticide  involved,  poten- 
tially affected  persons,  and  interested  mem- 
bers of  the  public.  Such  notice  shall  specify 
the  findings  and  conclusions  upon  which 
such  action  was  based. 

■(B)  Any  person  adversely  affected  by 
action  taken  under  subparagraph  (A)  or  the 
failure  of  the  Administrator  to  take  such 
action  may  request  an  expedited  hearing, 
under  the  procedures  in  section  6(c)(2).  to 
determine  whether  the  action  was  taken  in 
accordance  with  subparagraph  (A)  or 
whether  the  Administrator  was  required  to 
take  action.  Such  a  hearing  shall  be  held 
and  a  determination  made  within  75  days 
from  the  date  of  the  receipt  of  the  request 
for  the  hearing. 

"(C)  The  Administrator  shall  provide  rea- 
sonable procedures  for  petitions  to  modify 
or  terminate  an  action  taken  under  subpara- 
graph (A)  when  the  drinking  water  well  in- 
volved no  longer  has  the  pesticide  in  a  con- 
centration that  exceeds  the  applicable 
groundwater  residue  guidance  level  and  will 
likely  remain  below  such  level. 

"(3)  Judicial  review.— Judicial  review  of 
actions  taken  under  this  subsection  shall  be 
governed  by  section  16. 

"(f)  Registration  Amendments.— 

"(1)  Requirement.- 

"(A)(i)  After  reviewing  reliable  analytical 
data,  the  Administrator  shall  determine 
whether  there  is  a  reasonable  likelihood 
that  the  groundwater  residue  guidance  level 
for  a  pesticide  will  be  exceeded  in  drinking 
water  wells  in  different  localities.  If  the  Ad- 
ministrator determines  that  there  is  a  rea- 
sonable likelihood  that  the  groundwater  res- 
idue guidance  level  for  a  pesticide  will  be  ex- 
ceeded in  drinking  water  wells  in  different 
localities.  If  the  Administrator  determines 
that  there  is  a  reasonable  likelihood  that 
the  groundwater  residue  guidance  level  for 
a  pesticide  will  be  exceeded  in  drinking 
water  wells  in  different  localities,  the  Ad- 
ministrator shall  promptly  require  amend- 
ments to  the  registration  of  the  pesticide 
with  respect  to  which  the  finding  was  made 
that  are  reasonably  necessary  to  ensure  that 
use  of  the  pesticide  in  accordance  with  the 
amended  registration  will  not  cause  the 
final  groundwater  residue  guidance  level  in- 
volved in  the  finding  to  be  exceeded  in 
drinking  water  wells.  The  Administrator 
shall  make  any  such  determination  public. 

"(ii)  If  the  Administrator  proposes  to  re- 
quire registration  amendments  under  clause 
(i)  for  a  pesticide,  the  Administrator  shall 
notify  the  registrant  of  the  pesticide  of  such 
amendments  and  shall  publish  notice  of 


such  proposal  in  the  Federal  Register.  Such 
notice  shall  include  the  Administrator's  de- 
termination whether  the  presence  of  the 
pesticide  in  drinking  water  wells  appears  to 
have  been  the  result  of  the  use  of  the  pesti- 
cide in  accordance  with  its  labeling  or  the 
result  of  widespread  and  generally  recog- 
nized practice. 

"(B)  After  reviewing  reliable  analytical 
data,  the  Administrator  shall  determine 
whether  there  is  a  reasonable  likelihood 
that  the  groundwater  residue  guidan(%  level 
for  a  pesticide  will  be  exceeded  in  potential 
drinking  water  in  different  localities.  If  the 
Administrator  determines  that  there  is  a 
reasonable  likelihood  that  the  groundwater 
residue  guidance  level  for  a  pesticide  will  be 
exceeded  in  potential  drinking  water  in  dif- 
ferent localities,  the  Administrator  shall 
promptly  require  amendments  to  the  regis- 
tration of  the  pesticide  with  respect  to 
which  the  finding  was  made  that  are  reason- 
ably necessary  to  ensure  that  use  of  the  pes- 
ticide in  accordance  with  the  amended  regis- 
tration will  not  cause  the  final  groundwater 
residue  guidance  level  Involved  in  the  find- 
ing to  be  exceeded  in  potential  drinking 
water.  If  the  Administrator  proposes  to  re- 
quire registration  amendments  under  this 
subparagraph  for  a  pesticide,  the  Adminis- 
trator shall  notify  the  registrant  of  the  pes- 
ticide of  such  amendments.  In  establishing 
such  amendments,  the  Administrator 
shall- 

"(i)  meet  the  procedural  requirements  of 
subparagraph  (A)(ii). 

"(ii)  take  into  account  information  sub- 
mitted by  States  on  land  or  groundwater  use 
classification  or  other  governmental  actions 
that  could  affect  when  groundwater  may  l)e 
used  for  drinking  water,  and 

"(iii)  consider  the  views  of  the  Secretary 
of  Agriculture,  the  heads  of  other  appropri- 
ate Federal  agencies,  and  States  as  required 
in  paragraph  (2). 

"(2)  Consultation  with  states.— In 
taking  action  under  paragraph  (1),  the  Ad- 
ministrator shall  consult  with  the  Secretary 
of  Agriculture  and  the  State  where  the  pes- 
ticide involved  has  been  detected  In  any 
groundwater  sampling  point  and  each  other 
State  in  which  there  is  significant  use  of  the 
pesticide.  The  Administrator  shall  notify 
such  State  of  the  Administrator's  determi- 
nation that  there  is  a  reasonable  likelihood 
that  a  groundwater  residue  guidance  level 
will  be  exceeded  and  shall,  in  accordance 
with  section  10(h),  provide  the  State  with 
all  information  relevant  to  this  determina- 
tion. Each  State  that  is  notified  under  this 
paragraph  shall  promptly  provide  the  Ad- 
ministrator with  information  that  is  rele- 
vant to  taking  action  under  paragraph  (1) 
and  shall  make  recommendations  with  re- 
spect to  any  proposed  registration  amend- 
ments. 

"(3)  Scope  of  amendments.— 

"(A)  Amendments  to  the  registration  of  a 
pesticide  under  paragraph  (1)  may  include— 

"(i)  limitations  on  the  purposes  for  and  lo- 
cations at  which  the  pesticide  may  be  used, 
considering  factors  such  as  environmentally 
sensitive  areas  and  conditions, 

"(ii)  limitations  on  the  rate  at  which  the 
pesticide  is  applied, 

"(iii)  limitations  on  the  time  or  frequency 
of  pesticide  use, 

"(iv)  limitations  on  the  method  of  pesti- 
cide application,  storage,  handling,  or  dis- 
posal. 

"(V)  reporting  or  other  requirements,  in- 
cluding label  changes  or  changes  in  claysstfl- 
cation. 
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"(vl)  requirements  for  the  training  or  cer- 
tification of  pesticide  applicators  or  other 
[tersons  using  the  pesticide, 
"(vil)  required  site  specific  responses,  or 
"(viii)  any  other  requirement  to  ensure 
that  the  applicable  groundwater  residue 
guidance  level  will  not  be  exceeded. 

"(B)  Amendments  to  the  registration  of  a 
pesticide  under  paragraph  ( 1 )  should,  to  the 
extent  feasible,  be  directed  to  the  same  or 
similar  use  of  the  pesticide,  same  or  similar 
geographical  and  hydrogeological  areas,  and 
other  similar  conditions  that  led  to  the  de- 
termination under  subparagraph  (A)  or  (B) 
of  paragraph  (1). 

"(C)  In  taking  regulatory  action  under 
paragraph  (1),  the  Administrator  may  use 
recommendations  made  by  a  State  under 
paragraph  (2). 

■(D)  In  requiring  amendments  to  the  reg- 
istration of  a  pesticide  under  paragraph  ( 1 ), 
the  Administrator  shall  consider  the  effect 
of  any  voluntary  actions  by  registrants  or 
other  persons,  including  actions  by  a  State, 
to  prevent  the  groundwater  residue  guid- 
ance level  involved  from  being  exceeded  and 
to  comply  with  other  environmental  laws. 

"(4)  Procedure.— Registration  amend- 
ments under  paragraph  ( 1 )  shall  be  imposed 
in  accordance  with  the  procedural  require- 
ments of  this  Act. 

"(g)  Information  on  Pesticides  in 
Groundwater.— The  Administrator  may  col- 
lect and  make  available  through  a  public  in- 
formation file  information  concerning  the 
detection  of  pesticides  in  any  groundwater 
sampling  point.  The  file  may,  among  other 
things,  surrunarize  for  each  pesticide  that 
has  been  detected  in  groundwater,  based  on 
reliable  analytical  data,  whether  the  pesti- 
cide has  been  detected  at  a  concentration 
that  exceeds  the  applicable  groundwater 
residue  guidance  ievei  and  whether  the 
presence  of  the  pesticide  in  groundwater  ap- 
pears to  have  been  caused  by  the  use  of  the 
pesticide  in  compliance  with  this  Act. 

■'h)  Technical  Assistance  to  States.— 
The  Administrator  shall  provide  technical 
information  to  States  to  assist  in  imple- 
menting this  section.  Subject  to  section 
10(h),  the  technical  information  provided 
respecting  a  pesticide  shall  include  data  on 
the  toxicity,  environmental  fate,  or  physi- 
cial  or  chemical  characteristics  of  the  pesti- 
cide, predictive  modeling,  exposure  and 
other  relevant  subjects.  In  addition,  the  Ad- 
ministrator shall  provide  information,  to 
the  extent  reasonably  available,  on  alterna- 
tive methods  of  pest  control  and  on  agricul- 
tural or  other  management  practices  that 
could  minimize  the  presence  of  pesticides  in 
groundwater. 

"(j)  Special  Review.— Upon  receiving  reli- 
able analytical  data  that  a  pesticide  has 
been  detected  above  the  applicable  ground- 
water residue  guidance  level  but  not  in  a 
drinking  water  well  or  potential  drinking 
water,  the  Administrator  may  initiate  a 
public  interim  administrative  review  under 
section  3(c)(8)  to  determine  whether  the 
pesticide  may  cause  unreasonable  adverse 
effects  on  the  environment  from  such  use. 

"(k)  Effect  on  Other  Provisions.— Noth- 
ing In  this  section  shall  limit  the  authority 
of  the  Administrator  or  of  any  State  under 
other  provisions  of  this  Act  or  under  any 
other  law.". 

Page  131,  line  7,  strike  out  "or",  in  line  10 
strike  out  the  period  and  Ipsert  in  lieu 
thereof  ";  or",  and  after  line  10  insert  the 
following: 

"(U)  to  violate  any  action  required  under 
secUon  32(e)(2).". 

By  Mr.  GUNDERSON: 
(As  amended  by  HJl.  5440.) 


—Page  37,  line  20,  strike  out  "$50,000"  and 
insert  in  lieu  thereof  "$100,000". 

Page  38,  line  6,  strike  out  "$100,000"  and 
insert  in  lieu  thereof  "$200,000". 

Page  38,  line  17,  strike  out  "$100,000"  and 
insert  in  lieu  thereof  "$300,000". 

Page  39,  line  13,  strike  out  "$100,000"  and 
insert  in  lieu  thereof  "$300,000". 
By  Mr.  HATCHER: 

(As  amended  by  H.R.  5440.) 
—Page  40,  strike  out  lines  7  through  19  and 
insert  in  lieu  thereof  the  following: 

"(C)(i)  Notwithstanding  any  other  provi- 
sion of  this  subsection,  in  the  case  of  a  small 
business  registrant  of  a  pesticide,  the  regis- 
trant shall  pay  a  fee  for  the  reregistration 
of  each  active  ingredient  of  the  pesticide 
that  does  not  exceed  an  amount  determined 
in  accordance  with  this  subparagraph. 

"(ii)  If  during  the  3-year  period  prior  to 
reregistration  the  average  annual  gross  rev- 
enue of  the  registrant  from  pesticides  con- 
taining such  active  ingredient  is— 

"(I)  less  then  $5,000,000,  the  registrant 
shall  pay  0.5  percent  of  such  revenue; 

•(II)  $5,000,000  or  more  but  less  than 
$10,000,000,  the  registrant  shall  pay  1  per- 
cent of  such  revenue;  or 

■■(III)  $10,000,000  or  more,  the  registrant 
shall  pay  1.5  percent  of  such  revenue,  but 
not  more  than  $150,000. 

■'(iii)  For  the  purpose  of  this  subpara- 
graph, a  small  business  registrant  is  a  corpo- 
ration, partnership,  or  unincorporated  busi- 
ness that— 
■■(I)  has  150  or  fewer  employees:  and 
■•'II)  during  the  3-year  period  prior  to  re- 
registration, had  an  average  annual  gross 
revenue  from  pesticides  that  did  not  exceed 
$40,000,000. 

—Page  123,  strike  out  lines  23  and  24  and 
insert  in  lieu  thereof  the  following:  '■the 
State  has  the  authority  to  impose  appropri- 
ate civil  and  criminal  penalties  which 
should  be  sufficient  to  act  as  a  reasonable 
deterrent.". 

-Page  123,  strike  out  lines  23  and  24  and 
insert  in  lieu  thereof  the  following:   ■■the 
State  has  the  authority  to  impose  appropri- 
ate civil  and  criminal  penalties.'. 
By  Mr.  HUCKABY: 
(As  amended  by  the  text  of  H.R.  5440.) 
1.  On  page  116,  lines  21  to  25  of  H.R.  5440, 
strike  out  ■that  had  not  expired  before  the 
date  of  enactment  of  such  Act  of  Congress 
irrespective  of  the  date  the  pesticide  com- 
pleted a  regulatory  review  period  as  defined 
in  such  title" 

2.  On  page  117  line  7  of  H.R.  5440,  imme- 
diately after  the  period,  insert  the  follow- 
ing: "For  pesticides  for  which  the  term  of  a 
patent  has  not  been  so  extended, 

(A)  after  the  patent  for  the  pesticide  has 
expired,  and 

(B)  there  has  elapsed  a  period  of  time 
equal  to  the  regulatory  review  period  for 
the  original  registration  of  the  pesticide 
that  occurred  after  the  patent  for  the  pesti- 
cide was  granted,  but  not  more  than  5  years, 
the  amount  of  compensation  to  be  paid 
under  arbitration  under  subclause  (I)  for 
use  of  data  submitted  to  the  Administrator 
for  such  pesticide  shall  be  as  provided  in  the 
preceding  sentence.  If  the  Administrator 
has  inadequate  records  to  determine  the 
regulatory  review  period,  the  amoimt  of 
compensation  to  be  paid  for  such  use  of 
data  shall  be  as  provided  in  the  first  sen- 
tence of  this  subclause  (II)  beginning  five 
years  after  the  patent  for  the  pesticide  has 
expired.  The  provisions  of  this  subclause 
(II)  shall  become  effective  with  respect  to 
applications  by  persons,  other  than  the 
original  data  submitter,  filed  with  the  Ad- 


ministrator after  the  date  of  enactment  of 
the  Federal  Insecticide,  Fungicide,  and  Ro- 
denticide  Act  Amendments  of  1986." 
By  Mr.  ROBERTS: 

(As  amended  by  H.R.  5440.) 
—Section  821(a)  of  the  text  of  HJl.  5440 
(the  Amendment  in  the  Nature  of  a  Substi- 
tute to  H.R.  2482),  is  amended  (page  138, 
lines  2  through  10)  to  read  as  follows: 

"SEC.  821.  LIABILITY  FOR  LAWFUL  APPUCATION 

(a)  Pesticide  Use  and  No  Prtvatb  Right 
OF  Action.— 

(1)  Liability  under  Federal  environmental 
statutes  for  the  costs  of  response  or  damage 
incurred  with  respect  to  a  release  or  threat- 
ened release  into  the  environment  of  a  pes- 
ticide shall,  in  any  case  where  the  applica- 
tion was  in  compliance  with  label  instruc- 
tions and  other  applicable  law,  be  imposed 
on  the  registrant  or  other  responsible  par- 
ties, not  the  agricultural  producer.  There 
shall  be  a  rebuttable  presumption  that  the 
application  was  in  compliance  with  label  in- 
structions and  otherwise  lawful.  For  pur- 
poses of  the  preceding  sentence,  the  terms 
■■damages",  ■■response  ".  Telease",  and  "envi- 
ronment" shall  have  the  meanings  assigned 
them  of  the  Comprehensive  Environmental 
Response,  Compensation,  and  Liability  Act 
of  1980.  The  term  "Federal  envirormiental 
statutes"  means  the  Comprehensive  Envi- 
ronmental Response.  Compensation,  and  Li- 
ability Act  of  1980.  the  Clean  'Water  Act, 
the  Re.source  Conservation  and  Recovery 
Act,  the  Safe  Drinking  Water  Act,  and  this 
Act.  Neither  this  section  nor  any  other  pro- 
vision of  this  Act  shall  be  construed,  inter- 
preted or  applied  to  preempt  or.  except  as 
provided  above,  displace  liability  under 
other  Federal  or  State  laws,  whether  statu- 
tory or  common. 

(2)  Nothing  in  this  section  shall  be  con- 
strued   as    conferring    a    private    right    of 
action  on  any  person  for  the  purposes  of 
this  Act  or  any  other  Federal  law. 
By  Mr.  ROSE: 

(As  amended  by  H.R.  5440.) 
—On  page  116.  strike  out  line  11  and  all  that 
follows  through  line  11  on  page  118,  and 
insert  in  lieu  thereof: 

Section  3(c)<l)(D)(ii)  (7  U.S.C. 
136a(c)(l)(D)(ii)  is  amended  by  inserting 
"(I)  after  "(ii)"  and  adding  at  the  end  the 
following: 

"(II)  in  the  case  of  a  pesticide  the  term  of 
the  patent  for  which  has  expired,  the  terms 
and  amount  of  compensation  for  data  that 
was  submitted  for  such  pesticide  to  be  paid 
by  a  person  who  intends  to  file  an  applica- 
tion for  registration  of  a  pesticide  that  cites 
such  data  may  be  fixed  before  the  submis- 
sion of  such  application  by  arbitration 
imder  subclause  (I)  Initiated  by  such  person. 
The  arbitration  shall  be  binding  on  the 
original  data  submitter  and  shall  be  binding 
on  such  person  after  the  date  such  person's 
application  is  submitted.  The  findings  and 
determination  of  the  arbitration  shall  be 
subject  to  judicial  review  in  the  United 
SUtes  Court  of  Appeals  upon  the  filing  of 
an  action  by  a  party  to  the  arbitration  up  to 
the  date  such  person  submits  such  applica- 
tion. The  findings  and  determination  of  the 
arbitration  shall  be  sustained  If  they  are 
supported  by  substantial  evidence  when 
considered  on  the  record  of  the  arbitration 
as  a  whole.  Each  party  to  the  first  arbitra- 
tion under  this  subclause  to  determine  the 
terms  and  amount  of  compensation  for  the 
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use  of  particular  data  shall  share  equally  in 
the  paymtnt  of  the  fees  and  expenses  of  the 
arbitrators  and  shall  each  pay  its  own  attor- 
ney's fees.  In  all  subsequent  arbitrations 
under  this  subclause  to  determine  the  terms 
and  the  amount  of  compensation  for  the  use 
of  such  data,  the  party  to  such  subsequent 
arbitration  who  seeks  to  cite  the  data  of  the 
original  data  submitter  shall  pay  the  fees 
and  expenses  of  the  arbitrators  and  the  at- 
torney's fees  of  the  original  data  submitter. 
The  provisions  of  subclause  (I)  apply  to  ar- 
bitrations under  this  clause,  except  as  oth- 
erwise provided  in  this  subclause." 


H.R.  4154, 
By  Mr.  BARTLETT: 


—Page  4,  after  line  22, 
new  subsections: 


insert  the  following 


(d)  Nondiscrimination  on  AccotJNT  of 
Age  in  Employment  in  the  liEoisLATivE 
Branch.— Section  15(a)  of  the  Age  Discrimi- 
nation in  Employment  Act  of  1967  (29 
U.S.C.  634(a))  is  amended  by  striking  out 
"and  in  those  units  of  the  legislative  and  ju- 
dicial branches"  and  inserting  in  lieu  there- 
of 'in  the  legislative  branch  of  the  Federal 


Government,  in  those  units  of  the  judicial 
branch". 

(e)  Administration  and  Enforcement  by 
Appropriate  Committees  of  the  Con- 
gress.—The  Committee  on  House  Adminis- 
tration of  the  House  of  Representatives  and 
the  Committee  on  Rules  and  Administration 
of  the  Senate  shall  establish  rules  and  pro- 
cedures to  apply  the  principles  of  section 
15(a)  of  the  Age  Discrimination  in  Employ- 
ment Act  of  1967,  as  amended  by  subsection 
(d)  of  this  Act,  to  employees  of  the  House  of 
Representatives  and  employees  of  the 
Senate,  respectively. 
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(Legislative  day  of  Monday,  September  15,  1986) 


The  Senate  met  at  9:30  a.m.,  on  the 
expiration  of  the  recess,  and  was 
called  to  order  by  the  Hon.  William  S. 
Cohen,  a  Senator  from  the  State  of 
Maine. 


PRAYER 

The  Chaplain,  the  Reverend  Rich- 
ard C  Halverson,  D.D..  offered  the  fol- 
lowing prayer: 

"As  the  harts  panteth  after  the  wa- 
terbrooks,  so  panteth  my  soul  after 
Thee  O  God.  My  soul  thirsteth  for 
God.  for  the  living  God  •  *  •  Psalm 
42:1-2. 

"Thou  hast  made  us  for  Thyself,  O 
Lord,  and  restless  are  our  hearts  until 
they  repose  in  Thee." 

Our  need  of  Thee  is  expressed  so 
beautifully  in  these  words  of  King 
David  the  psalmist,  and  St.  Augustine, 
ancient  theologian  and  philosopher, 
eternal  God.  Our  souls  languish  for 
Thee— our  spirits  are  starved  for  Thee. 
Awaken  us.  O  Lord,  to  the  barrenness 
of  our  lives— the  emptiness  when  we 
do  not  come  to  Thee,  wait  upon  Thee, 
take  time  for  Thee.  In  the  whirlwind 
of  activity,  give  us  grace  to  turn  to 
Thee  in  quietness  for  strength  and  re- 
newal. Help  us  to  hear  Thy  still  small 
voice  calling  us  out  of  busyness  to  the 
nourishment  of  our  souls.  Lead  us 
beside  still  waters,  gentle  Shepherd. 
Amen. 


RECOGNITION  OF  THE 
MAJORITY  LEADER 

The  ACTING  PRESIDENT  pro  tem- 
pore. The  majority  leader  is  recog- 
nized. 


Mr.  DOLE.  I  thank  the  distin- 
guished Presiding  Officer,  the  Senator 
from  Maine  [Mr.  Cohen]. 


APPOINTMENT  OF  ACTING 
PRESIDENT  PRO  TEMPORE 

The  PRESIDING  OFFICER.  The 
clerk  will  please  read  a  communication 
to  the  Senate  from  the  President  pro 
tempore  (Mr.  Thurmond). 

The  bill  clerk  read  the  following 
letter: 

U.S.  Senatk, 
Prisident  pro  tempore, 
Washington,  DC,  September  17,  1986. 
To  the  Senate: 

Under  the  provisions  of  Rule  I,  Section  3. 
of  the  Standing  Rules  of  the  Senate,  I 
hereby  appoint  the  Honorable  William  S. 
Cohen,  a  Senator  from  the  State  of  Maine, 
to  perform  the  duties  of  the  Chair. 

Strom  Thurmond, 
President  pro  tempore. 

Mr.  COHEN  thereupon  assumed  the 
chair  as  Acting  President  pro  tempore. 


SCHEDULE 


Mr.  DOLE.  Mr.  President,  under  the 
standing  order,  the  leaders  have  10 
minutes  each. 

Then  we  have  a  flurry  of  special 
orders,  seven  in  all— Senators  Haw- 
kins, Proxmire,  Murkowski,  Sasser, 
Broyhill,  Chafee,  and  Levin— not  to 
exceed  5  minutes  each.  I  ask  unani- 
mous consent  that  the  order  for  Sena- 
tor Trible  be  vitiated. 

The  ACTING  PRESIDENT  pro  tem- 
pore. Without  objection,  it  is  so  or- 
dered. 

Mr.  DOLE.  Then  we  have  morning 
business,  not  to  extend  beyond  10:30 
a.m. 

Sometime  between  now  and  10:30,  it 
is  my  intention,  if  we  can  work  it  out, 
to  turn  to  H.R.  5205,  the  Department 
of  Transportation  bill.  If  we  can  do 
that,  we  will  postpone  the  cloture  vote 
on  the  Rehnquist  nomination  until  3 
o'clock. 

There  will  be  votes  throughout  the 
day  and  into  the  evening.  I  am  not  cer- 
tain how  late.  I  indicate  to  all  Mem- 
bers that,  depending  on  when  the 
votes  come,  we  hope  to  have  a  window, 
roughly  between  6  and  8  o'clock.  It 
could  start  a  little  later  and  run  a 
little  longer,  but  it  will  be  in  that  time- 
frame. 


VISIT  OP  PRESIDENT  AQUINO 

Mr.  DOLE.  Mr.  President,  last 
evening,  I  was  pleased  to  join  with  the 
minority  leader  and  the  chairman  and 
ranking  member  of  the  Foreign  Rela- 
tions Committee,  in  sponsoring  a  reso- 
lution of  welcome  to  Philippine  Presi- 
dent Aquino.  She  will  meet  the  Presi- 
dent today,  and.  or  course,  we  are  all 
looking  forward  to  her  appearance  on 
Capitol  Hill  tomorrow,  including  an 
address  to  a  joint  meeting  of  both 
Houses. 

When  President  Aquino  first  came 
to  power,  there  was,  almost  inevitably, 
a  near-euphoria  which  gripped  the 
Philippines  and,  for  that  matter. 
Washington,  too. 

By  her  remarkable  performance. 
President  Aquino  richly  deserved  all 
the  praise  she  received.  But.  as  she 
herself  noted,  governing  is  a  much 
bigger  task  than  aspiring  to  govern. 
And.  as  President,  she  has  been  con- 
fronted with  more  than  her  fair  share 
of  tough  problems. 


So.  as  we  make  preparations  to  greet 
President  Aquino  tomorrow,  I  want  to 
comment  briefly  this  morning  on 
three  of  the  problems  which  I  see  as  at 
the  top  to  the  agenda  of  United 
States-Philippine  relations. 

economic  problems  top  AQUINO  AGENDA 

Clearly  the  top  priority  for  Presi- 
dent Aquino  is  the  very  serious  eco- 
nomic problems  which  plague  her 
country— a  huge  foreign  debt;  a  con- 
tinuing shortage  of  foreign  exchange; 
serious  unemployment;  and  a  whole 
range  of  other  economic  troubles.  The 
reality  is  that,  while  we  may  be  able  to 
provide  some  additional  aid,  our  own 
severe  budget  problems  rule  out  large 
sums  of  new  assistance.  So,  the  private 
sector  and  private  investment  will 
have  to  be  the  main  engine  for  any  ef- 
fective program  of  economic  stabiliza- 
tion and  growth,  supplemented,  I 
hope,  by  additional  aid  from  Japan 
and  other  nations  with  their  own  large 
stake  in  a  stable,  prosperous  Philip- 
pines. 

The  Aquino  government  is  to  be 
commended  for  the  reality  with  which 
it  has  confronted  its  economic  dilem- 
ma. Especially  noteworthy  is  the  stress 
it  has  put  to  date  on  the  revitalization 
of  the  private  sector,  the  importance 
of  a  cooperative  agreement  with  the 
private  banks,  and  the  relative  open- 
ness to  foreign  investment.  I  know 
those  topics  fit  prominently  into  Presi- 
dent Aquino's  U.S.  schedule.  Let  us 
hope  all  those  will  continue  to  be  high 
priority  items  for  her  Government. 

INSURGENCIES  THREATEN  PHILIPPINE  SECURITY 

A  second  area  of  great  concern  to 
the  Aquino  government,  and  to  many 
of  us  here  in  this  country  and  Con- 
gress, is  the  serious  security  situation 
within  the  Philippines.  Manila  has  to 
cope,  simultaneously,  with  not  one  but 
two  menacing  insurgencies.  And  the 
Government  still  has  a  long  way  to  go 
to  bring  its  own  military  forces  up  to 
the  level  where  it  can  deal  effectively 
with  the  military  threats  it  faces. 

President  Aquino  is  committed  to  a 
serious  exploration  of  a  negotiated  set- 
tlement with  both  the  Muslim  and  the 
Communist  insurgents.  She  is  to  be 
commended  for  seeking  a  peaceful  set- 
tlement. Regrettably,  though,  as  all  to 
often  happens  in  these  kinds  of  cases, 
her  good  faith  attempts  so  far  appear 
to  be  nmning  into  an  insurgent  stone 
wall,  especially  from  the  Communist 
group,  the  so-called  New  People's 
Army. 

This  is  primarily  a  matter  for  the 
Aquino  government  to  deal  with,  of 
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course,  but  we  ou^ht  to  help  in  every 
way  we  can— not  just  as  a  matter  of 
meeting  our  commitments  to  a  good 
friend,  and  helping  keep  the  Philip- 
pines a  stable  ally,  but  also  because, 
somewhere  down  the  road,  if  the  Com- 
munist insurgency  continues  to  grow 
and  expand  its  operations,  both  of  our 
bases  in  the  Philippines  are  going  to 
be  mighty  tempting  targets. 

In  fact,  we  have  to  take  special  care 
even  now— and  the  Philippine  Govern- 
ment has  to  make  this  a  top  priority, 
too— to  maintain  the  physical  security 
of  those  bases  in  the  face  of  what  is  al- 
ready probably  a  substantial  threat 
from  terror-type  attacks.  I  do  not  want 
to  cry  wolf,  or  raise  any  false  alarms, 
but  I  also  do  not  want  to  pick  up  the 
paper  someday^  and  read  about  a 
Beirut-style  atiack  by  some  Commu- 
nist terrorists  pn  barracks  at  Clark  or 
Subic. 

BASES  VIT.U,  TO  D^S.  SECURITY  ROLE  IN  PACIFIC 

There  is,  of  course,  the  major  issue 
of  the  bases  themselves.  Clark  and 
Subic  have  served  well  the  interests  of 
both  the  United  States  and  the  Philip- 
pine Governments.  They  play  a  vital 
role  in  our  overall  security  posture  in 
the  Pacific.  Without  them,  or  compa- 
rable facilities  elsewhere,  the  United 
States  simply  could  not  meet  ;ts  secu- 
rity responsibilities  in  that  part  of  the 
globe. 

I  welcome  President  Aquino  s  com- 
mitment to  abide  fully  by  the  bases 
agreement  at  least  until  1991.  I  under- 
stand that  there  are  good  reasons  why, 
right  now.  she  might  not  want  to 
commit  herself  publicly  beyond  that 
date.  But  I  also  know— and  I  expect 
she  will  hear  during  this  visit— that 
there  is  a  strong  feeling  m  this  coun- 
try that  those  facilities— or,  again, 
similar  facilities  elsewhere— are  going 
to  be  needed  long  past  1991.  And  there 
is  some  concern  about  the  viability  of 
Clark  and  Subic  for  that  longer  term, 
especially  in  the  absence  of  some  kind 
of  expression  from  the  Philippine 
Government  that  It,  too.  sees  merit  in 
their  continued  operation.  At  the  ap- 
propriate time,  I  hope  she  will  be  pre- 
pared to  address  with  our  President 
some  longer  term  plans  for  the  bases, 
and  the  role  they  play  in  advancing 
the  security  interests  of  both  the 
United  States  auid  the  Philippines. 

A  NEW  PAGE  IN  UNITED  STATES-PHILIPPINE 
RELATIONS 

Mr.  President,  when  President 
Aquino  assumed  office,  it  represented 
the  turning  of  a  page  in  United  States- 
Philippine  relations.  The  story  written 
so  far  on  the  news  pages  has  been  a 
positive  one,  of  friendship  and  coop- 
eration. President  Aquino's  trip,  I  am 
sure,  will  be  yet  another  significant 
chapter  in  that  ongoing  story.  I  wel- 
come her,  and  I  look  forward  to  seeing 
her  and  hearing  her  message  tomor- 
row."' 


CONSTITUTIONAL  BIRTHDAY 

Mr.  DOLE.  Mr.  President,  today  we 
kick  off  a  marathon  birthday  celebra- 
tion for  the  U.S.  Constitution.  For  it 
was  on  September  17,  1787,  that  P»resi- 
dent  James  Madison  signed  what 
Chief  Justice  Warren  Burger  calls 
"the  most  perfect  document  ever 
known  from  the  hand  and  the  mind  of 
man." 

This  past  weekend,  Annapolis,  MD, 
was  the  site  of  the  formal  opening  of 
the  3-year  national  observance  of  the 
Constitution's  200th  birthday.  The  dis- 
tinguished chairman  of  the  Judiciary 
Committee,  Senator  Thurmond,  par- 
ticipated in  those  observations.  It  wao 
on  September  14,  1787,  that  word  went 
out  from  Annapolis  that  there  would 
be  a  meeting  the  next  May  in  Phila- 
delphia to  draft  a  constitution  'ade- 
quate to  meet  the  exigencies  of  the 
Union." 

The  Constitution  has  proven  more 
than  adequate.  Although  we've 
amended  it— 26  times— that  is  not  very 
often  considering  its  longevity  and  the 
changes  that  have  taken  place  in  the 
world  over  the  past  200  years.  And  the 
amendments  we  have  added  only  en- 
hance the  underlying  document. 

The  principles  that  guided  this 
Nation  mto  being  and  have  propelled 
it  into  the  role  of  the  world's  greatest 
democracy  are  all  contained  in  the 
Constitution.  From  the  separation  of 
powers,  the  authority  to  iev>  taxes, 
declare  war,  to  freedom  of  speech  and 
religion,  the  right  to  a  speedy  and 
public  trial,  granting  women  and  all 
citizens  the  right  to  vote,  regardless  ol 
color,  creed,  or  religion— these  are  rhe 
keystones  not  only  of  our  Govern- 
ment, but  also  our  way  of  life. 

Because  the  Constitution  Is  so  inte- 
gral to  what  we  are  as  a  nation,  it  is 
only  fitting  that  States,  cities,  towns, 
and  most  of  ail  the  Federal  Govern- 
ment, dedicate  this  time  to  reflect 
upon  the  importance  of  the  Constitu- 
tion and  to  celebrate  its  very  exist- 
ence. 

And  those  of  us  in  Congress,  who 
have  the  responsibility  for  creating 
the  laws  of  this  land— laws  that  abide 
by  the  Constitution— have  a  special 
reason  to  commemorate  and  honor  it. 
For  if  we  ever  lose  sight  of  the  Consti- 
tution's meaning,  its  import,  then  we 
will  lose  our  direction  as  a  nation.  This 
birthday  celebration  will  go  forward  to 
make  sure  that  does  not  happen. 
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THE  VISIT  OF  PRESIDENT 
AQUINO 

Mr.  BYRD.  Mr.  President,  I  share 
the  distinguished  majority  leader's 
sentiment  with  respect  to  the  visit  to 
our  country  by  the  Philippine  Presi- 
dent, Mrs.  Aquino. 

The  bases  are  of  extreme  impor- 
tance not  only  to  our  own  national  se- 
curity, as  the  distinguished  majority 
leader  pointed  out,  but  equally  impor- 
tant, as  he  pointed  out.  to  the  Philip- 
pines themselves.  I,  too,  look  forward 
to  welcoming  and  to  hearing  Mrs. 
Aquino  tomorrow. 


RECOGNITION  OF  THE 
MINORITY  LEADER 

The  ACTING  PRESIDENT  pro  tem- 
pore. Under  the  previous  order,  the 
Democratic  leader  is  recognized. 


FOREIGN  DEBT 

Mr.  BYRD.  Mr.  President,  the 
United  States  continues  to  pile  up  for- 
eign debts  to  pay  for  rapidly  expand- 
ing imports,  according  to  data  released 
by  the  Commerce  Department  yester- 
day. We  all  know  that  our  trade  deficit 
has  cost  millions  of  jobs  as  U.S.  pro- 
duction is  displaced  by  rising  imports 
and  lost  exports.  Less  well  known  are 
the  long-term  costs  of  our  huge  trade 
deficits  and  mounting  foreign  debts. 

When  this  administration  took 
office  In  1981,  the  United  States  was 
the  world's  largest  creditor.  Americans 
owned  $106  billion  more  in  assets 
abroad  than  foreigners  owned  here. 
By  the  end  of  1985,  the  United  States 
had  gone  from  the  position  of  world's 
largest  creditor  to  the  position  of 
world's  largest  debtor  with  a  net  for- 
eign debt  of  $107  billion.  Think  of 
that.  From  the  world's  largest  creditor 
in  1981  to  the  world's  largest  debtor  in 
1985. 

This  year,  the  United  States  will  add 
another  $105  billion  to  that  debt,  if 
the  trend  for  the  first  half  of  the  year 
continues.  And  by  1988  if  that  trend 
continues,  this  country's  foreign  debt 
will  exceed  that  of  all  of  Latin  Amer- 
ica combined. 

During  the  last  5'i  years,  our  ex- 
ports have  fallen  and  we  have  paid  for 
soaring  imports  only  by  selling  off  our 
assets.  In  fact,  foreigners  have  expand- 
ed their  ownership  of  U.S.  assets  by 
126  percent  since  the  beginning  of 
1981.  At  that  time,  foreigners  held 
$501  billion  worth  of  American  assets. 
As  of  June  this  year,  they  held  more 
than  twice  that  amount,  $1.13  trillion 
in  American  assets,  mostly  bank  de- 
posits and  bonds  earning  high  interest 
rates. 

The  United  States  is  destined  to  con- 
tinue pawning  off  its  assets  until  we 
gain  control  of  the  trade  deficit,  now 
nmning  at  a  rate  of  $180  billion. 

As  we  sell  more  and  more  assets  to 
foreigners,  we  must  increase  our  pay- 
ments of  interest,  dividends,  and  prof- 
its to  those  foreigners. 

We  are  not  robbing  Peter  to  pay 
Paul  in  this  country.  We  are  talking 
about  dividends,  interest  payments, 
and  profits  to  foreigners. 
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We  have  already  made  a  permanent 
sacrifice  of  tens  of  billions  of  dollars  to 
our  standard  of  living.  For  example, 
our  payments  to  foreigners  on  their 
investments  here  are  already  running 
at  an  annual  rate  of  $69  billion.  That's 
a  64-percent  increase  since  the  begin- 
ning of  1981. 

By  running  up  such  large  foreign 
debts,  our  country  has  also  sacrificed 
some  of  its  ability  to  manage  the  econ- 
omy. For  example,  in  recent  months, 
there  has  been  much  debate  over  how 
much  to  reduce  interest  rates  to  spur 
the  economy.  The  major  factor  pre- 
venting lower  rates  has  been  the  worry 
that  it  would  displease  our  foreign 
lenders  and  cause  problems  in  our  fi- 
nancial markets. 

The  administration  has  ignored  the 
problems  of  trade  deficits  and  foreign 
debts  for  too  long.  We  are  paying  a 
steep  and  growing  price  for  the  admin- 
istration's neglect.  The  disturbing  evi- 
dence has  been  thrust  in  our  faces 
once  again  as  the  Commerce  Depart- 
ment statistics  were  announced  yester- 
day. 

Mr.  President,  I  ask  unanimous  con- 
sent that  a  report  containing  and  com- 
menting upon  the  most  significant  of 
the  statistics  from  this  the  Commerce 
Department's  announcement  be  print- 
ed in  the  Record. 

There  being  no  objection,  the  report 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

"Looking  ahead,  the  stability  of  our  cap- 
ital and  money  markets  is  now  dependent  as 
never  before  on  the  willingness  of  foreigners 
to  continue  to  place  growing  amounts  of 
money  in  our  markets.  .  .  .  We  are  in  a  real 
sense  living  on  borrowed  money  and 
time."— Paul  Volcker,  Chairman,  Federal 
Reserve  Board,  Washington  Post,  February 
21,  1985. 

"Billions  of  dollars  of  foreign  capital  .  .  . 
has  been  Invested  In  the  United  States  .  .  . 
because  we  are  the  best  and  saTest  Invest- 
ment In  the  world  today."— President 
Ronald  Reagan,  News  Conference,  Septem- 
ber 17, 1985. 

Pawning  Off  America's  FuTtniE 
The  U.S.  Is  sinking  ever  deeper  Into  for- 
eign debt  and  is  paying  a  heavier  and  heav- 
ier price  for  the  massive  debts  already  accu- 
mulated. When  this  Administration  took 
office  In  1981,  the  U.S.  was  the  world's  larg- 
est creditor.  It  owned  $106  billion  more 
assets  abroad  than  foreigners  owned  here. 
By  the  end  of  1985,  however,  the  U.S.  had 
become  the  world's  largest  debtor,  with  a 
net  foreign  debt  of  $107  billion.  This  year, 
the  U.S.  will  add  another  $105  billion  to 
that  debt,  if  there  Is  a  continuation  of  the 
trend  shown  by  today's  Commerce  Depart- 
ment date  for  the  first  half  of  1986. 

Since  this  Administration  took  office,  our 
exports  have  fallen  and  we  have  paid  for 
soaring  Imports  only  by  selling  off  our 
assets.  In  fact,  foreigners  have  expanded 
their  ownership  of  U.S.  assets  by  126  per- 
cent since  the  end  of  1980.  At  that  time,  for- 
eigners held  $501  billion  worth  of  American 
assets.  They  now  own  $1.1  trillion. 

U.S.  payments  of  interest,  dividends,  and 
profits  to  foreigners  for  their  Investments 
here  have  climbed  64  percent  since  1980  to 


an  annual  rate  of  $69  billion  (based  on  the 
date  announced  this  morning). 

Foreigners  have  been  attracted  more  by 
high  U.S.  interest  rates  than  by  confidence 
in  the  continued  growth  of  the  U.S.  econo- 
my. Foreigners  have  expanded  their  non- 
governmental holdings  of  interest-paying 
assets  much  faster  than  they  have  bought 
American  stocks  and  businesses.  Between 
the  end  of  1980  and  the  end  of  1985.  they  In- 
creased their  holdings  of— 

U.S.  Treasury  securities  from  $16  billion 
to  $84  billion. 

Corporate  bonds  from  $10  billion  to  $82 
billion,  and 

U.S.  bank  accounts  from  $120  billion  to 
$354  billion. 

These  types  of  Investments  alone  account 
for  the  great  majority  of  foreigners'  pur- 
chases of  U.S.  assets. 

Until  we  gain  control  of  the  trade  deficit, 
the  U.S.  will  be  forced  to  continue  pawning 
off  its  assets.  This  has  two  painful  costs  to 
Americans.  Rrst,  we  are  making  a  perma- 
nent sacrifice  of  tens  of  billions  of  dollars  in 
the  standard  of  living  of  Americans.  Second, 
as  Paul  Volcker  suggested  in  the  quote 
above,  our  ability  to  reduce  interest  rates  to 
spur  the  domestic  economy  is  being  limited 
by  the  need  to  please  our  foreign  lenders. 

Mr.  BYRD.  Mr.  President,  I  ask 
unanimous  consent  that  I  may  reserve 
the  remainder  of  my  time  if  I  have 
any. 

The  ACTING  PRESIDENT  pro  tem- 
pore. Without  objection,  it  is  so  or- 
dered. 

Mr.  BYRD.  I  thank  the  Chair. 


RECOGNITION  OF  SENATOR 
HAWKINS 

The  ACTING  PRESIDENT  pro  tem- 
pore. Under  the  previous  order,  the 
Senator  from  Florida  is  recognized  for 
5  minutes. 


TWO    KEYS    TO    THE    WAR    ON 

DRUGS:        DRUG       EDUCATION 

AND  THE  MILITARY 

Mrs.  HAWKINS.  Mr.  President,  we 
are  at  a  crossroads  in  a  war  and  the 
time  has  come  to  take  stock,  to  evalu- 
ate what  is  working  and  what  is  not. 
As  the  Senate  approaches  many  solu- 
tions, it  becomes  increasingly  impor- 
tant to  look  at  actual  records  of  effec- 
tiveness in  the  so-called  war  on  drugs. 

The  illegal  drug  merchants  fight  for 
the  control  of  our  society  through  the 
most  basic  principle  of  economics- 
supply  and  demand.  To  be  truly  effec- 
tive, the  war  on  drugs  must  take  the 
same  approach. 

First,  let  us  examine  the  demand 
side.  As  I  said  here  on  the  floor  last 
Thursday,  we  rush  off  in  a  hundred 
different  directions  trying  to  fight  the 
drug  problem.  But  never  has  this  body 
concentrated  properly  on  educating 
our  children  about  drugs. 

As  a  parent  of  young  children  long 
before  coming  to  the  U.S.  Senate.  I 
was  working  to  educate  our  children 
about  the  horrors  of  illegal  drug  use. 
As  chairman  of  the  Alcohol  and  Drug 
Abuse  Committee  in  the  Senate  I  have 


fought  constantly  to  increase  the 
ADAMIL^  block  grants.  That  means 
alcohol,  drug  abuse,  and  mental 
health. 

Since  1982,  we  have  seen  ADAMHA 
funding  climb  from  $428  million  to 
$468.9  million  in  1986.  ADAMHA  is 
slated  for  a  further  increase  again,  to 
$490  million  in  1987. 

I  should  add  that  in  addition  to  edu- 
cating, ADAMHA  money  goes  to  fund 
public  and  private  drug  rehabilitation 
centers.  For  my  colleagues  who  have  a 
lot  to  say  about  the  war  on  drugs  but 
never  visited  a  rehabilitation  center.  I 
must  tell  you  that  there  is  no  more 
meaningful  way  to  drive  home  the 
horrors  of  drug  abuse  than  to  visit  and 
talk  with  children  in  a  drug  rehabilita- 
tion program. 

But  at  the  same  time,  I  cannot  imag- 
ine a  place  that  is  more  filled  with 
hope.  There  is  no  greater  reward  than 
to  talk  with  people  who  realize  they 
have  been  given  the  opportunity  to 
free  themselves  from  the  strangling 
clutches  of  drug  abuse. 

That  is  what  ADAMHA  money 
buys — education  and  rehabilitation;  it 
offers  foresight  and  hope. 

Now,  let  us  examine  the  supply  side. 
For  years  we  have  heard  that  we 
should  "call  out  the  troops"  to  help. 
There  are  those  who  propose  this  as  if 
it  were  a  new  idea,  when  the  plain 
truth  is  that  we  have  been  talking 
about  this  and  have  had  it  at  our  dis- 
posal for  years. 

As  we  all  know,  the  97th  Congress 
amended  the  posse  comitatus  statutes. 
While  military  personnel  are  prohibit- 
ed from  engaging  directly  in  civilian 
law  enforcement,  they  can  use  their 
resources  to  help  civilian  police  agen- 
cies. 

Under  the  national  security  directive 
signed  by  President  Reagan  on  April  8 
the  military  is  now  supposed  to  be 
conunitted  to  a  greater  role  than  ever 
before  in  helping  to  stem  the  flow  of 
illicit  drugs. 

By  rights,  then,  we  should  expect  to 
be  seeing  results.  Are  we?  Let  us  look 
at  the  record. 

a0950 

Navy  and  Air  Force  radar  aircraft; 
are  flying  missions  to  detect  drug  traf- 
fickers offshore  in  support  of  the 
Coast  Guard  and  Custom  Service. 

Navy  ships  operating  in  coastal 
waters  are  constantly  vigilant  for  sus- 
pect vessels  and  some  carry  Coast 
Guard  tactical  law-enforcment  teams 
which  board  suspect  vessels. 

The  Marines  operate  aircraft  for 
night  detection  of  drug  smugglers. 

Air  Force  aircraft  are  flying  fre- 
quent training  missions  in  support  of 
the  drug  enforcement  community. 

According  to  a  recent  White  House 
strategy  report,  the  Air  Force  provided 
the  Customs  Service  access  to  all  in- 
formation obtained  from  a  joint  sur- 
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veillance  military /civilian  surveillance 
system  and  from  two  balloon-borne 
radars  which  provided  coverage  off 
the  coast  of  my  State  of  Florida. 

Recent  testimony  in  the  Appropria- 
tions Committee  went  on  for  nine 
pages  about  DOD  assistance  to  law  en- 
forcement. 

We  are  in  the  war— but  we  are  not 
wirming  the  war. 

Those  who  say  "yes"  obviously  have 
not  read  my  mail.  Every  day  I  receive 
a  stack  of  letters.  They  tell  me.  Sena- 
tor if  you  really  wanted  to  stop  the 
flow  of  drugs,  you  would  take  some 
real  action.  You  would  set  the  military 
involved. 

Mr.  President,  to  me  that  suggests 
that  much  more  can  be  done.  Time 
after  time,  DOD  gives  assurances— to 
the  White  House  and  to  us.  Still,  the 
American  people  do  not  perceive  that 
there  is  enough  action.  And  I  must 
say,  neither  do  I. 

The  DOD  continues  to  assert  that  it 
has  little  or  no  role  in  this  war. 

That  is  not  acceptable  to  this  Sena- 
tor, Mr.  F*resident.  The  Congress  did 
not  go  to  the  trouble  of  amending  the 
posse  comitatus  just  to  have  our 
wishes  ignored.  Perhaps  we  should 
stretch  the  definition  of  who  qualifies 
for  drug  education.  Maybe  in  addition 
to  schoolchildren  from  kindergarten 
and  up.  ue  should  provide  drug  educa- 
tion to  one  other  group,  generals,  ad- 
mirals, and  the  Secretary  of  Defense. 


RECOGNITION  OF  SENATOR 
PROXMIRE 

The  ACTING  PRESIDENT  pro  tem- 
pore. Under  the  ^previous  order,  the 
Senator  from  Wisconsin  is  recognized 
for  not  to  exceed  5  minutes. 


KEY  SCIENTIST  SAYS  NO  TO  SDI 

Mr.  PROXMIRE.  Mr.  President, 
there  is  a  fascinating  struggle  going  on 
in  this  country  right  now  for  the  Na- 
tion's soul.  The  battleground  is  the 
strategic  defense  initiative  [SDI]  or 
star  wars.  We  in  the  Congress  decide 
on  the  resources  we  will  commit  to 
this  dream  of  a  defense  against  enemy 
intercontinental  ballistic  missiles. 
Former  Defense  Secretaries  have  told 
the  Congress  the  cost  could  be  more 
than  $1  trillion  to  build  this  system. 
They  estimate  the  annual  cost  each 
year  of  maintaining  and  modernizing 
it  could  exceed  $100  billion.  It  could 
exceed  the  cost  of  the  U.S.  Navy, 
Army,  or  Air  Force. 

Most  outside  experts  say  it  will  not 
work.  They  tell  us  it  is  an  immense 
waste  of  money  and  something  more, 
one  of  the  Nation's  most  vital  re- 
sources—its scientific  genius.  Tens  of 
thousands  of  this  Nation's  finest  phys- 
ical scientists  will  be  drawn  away  from 
developing  crucial  conventional  arms 
that  would  surely  strengthen  Ameri- 
ca's national  security.  They  will  also 


be  taken  from  work  in  developing  im- 
provements in  the  Nation's  transporta- 
tion system,  from  agriculture,  from 
such  development  of  advances  in 
health  as  cancer  and  heart  research, 
and  from  many  other  areas  to  improve 
the  conditions  of  human  life. 

Mr.  President,  this  is  a  reminder 
that  those  of  us  in  the  Congress  are 
not  the  only  ones  who  will  decide  what 
resources  we  pour  into  this  massive 
star  wars  effort.  This  is  a  free  country. 
Sure,  the  salaries  and  the  equipment 
available  to  those  scientists  who 
accept  star  wars  work  will  be  immense- 
ly tempting.  But  a  surprising  number 
have  seen  this— for  what  it  is— a  strug- 
gle for  the  soul  of  America.  Should 
they  dedicate  their  life  to  pushing  the 
United  States  ahead  in  the  nuclear 
arms  race?  Or  should  they  turn  their 
back  on  material  advantages  and 
devote  their  energies  to  cancer  re- 
search, to  teaching,  to  building  a 
healthier  and  stronger  country? 

The  way  our  most  competent  scien- 
tists have  come  down  on  this  will  sur- 
prise many.  Think  of  it:  3.700  science 
and  engineering  professors,  including 
15  Nobel  Laureates  and  57  percent— 
that  is  right  more  than  half— of  the 
faculties  at  the  Nation's  top  physics 
departments,  have  signed  a  petition 
pledging  to  refuse  SDI  funding.  That 
is  an  impressive  negative  vote.  And  yet 
it  still  leaves  thousands  of  the  Nation's 
physicists  available  for  SDI.  Could 
this  revolt  of  so  many  of  lae  Nation's 
scientists  play  a  role  in  preventing  the 
achievement  of  the  President's  dream? 

In  the  September  22  ;.ssue  j'  Newa- 
week,  reporters  who  have  investigated 
this  problem  conclude: 

Many  scientists  doubt  that  SDI  will  pvtr 
work,    especially    if    it    can't    attract— and 
keep— the  best  and  brightest  minds  in  sci 
ence. 

The  story  is  told  in  the  decision  of 
one  young  scientific  genius  named 
Peter  Hagelstein.  Hagelstein  is  the 
author  of  the  x-ray  laser  that  made 
some  experts  believe  that  a  star  wars 
system  might  just  possibly  succeed.  A 
book  by  William  Broad,  a  New  York 
Times  science  reporter,  describes  how 
Hagelstein  came  to  the  Livermore  Lab 
in  1976.  Hagelstein  didn't  even  know 
that  the  Livermore  Lab  was  a  "bomb 
shop"  at  the  time.  He  had  been  work- 
ing on  a  critical  aspect  of  cancer  re- 
search, particularly  on  a  medical  x-ray 
laser  that  could  make  three-dimen- 
sional holographic  images  of  molecu- 
lar structures  inside  the  body.  Liver- 
more had  the  equipment,  and  as  Ha- 
gelstein told  Broad— "it  had  nice 
people."  So  he  stayed. 

In  1979,  Hagelstein  found  his  col- 
leagues stymied  in  trying  to  develop 
an  x-ray  laser  weapon.  They  faced  a 
technical  problem.  Hagelstein  solved 
the  problem.  In  doing  so,  the  Hagel- 
stein solution  helped  materially  to 
pave  the  way  for  SDI  or  star  wars.  It 
did   more.    It   hooked   Hagelstein— at 


least  for  the  time  on  helping  to  ad- 
vance America's  cause  in  the  critical 
technological  arms  race  with  the 
Soviet  Union.  In  spite  of  his  success, 
Hagelstein  continued  to  be  frustrated 
and  worried  about  his  role  in  advanc- 
ing weapons  instead  of  human  health. 
So  he  has  just  recently  quit.  He  will  go 
back  to  MIT  as  an  associate  professor. 
A  friend  of  Hagelstein  said  Hagelstein 
wants  to  do  work  that  will  "benefit  all 
of  mankind." 

What  changed  Hagelstein's  mind? 
The  Newsweek  report  declares  that  it 
has  become  clear  lately  that  Hagel- 
stein's breakthrough  with  his  laser 
would  be  most  effective  not  at  shoot- 
ing incoming  missiles  but  at  knocking 
out  satellites  such  as  those  carrying 
defensive  systems.  In  an  article  in  the 
Washington  Post,  Boyce  Rensberger 
reports  that  a  Livermore  physicist  said 
Hagelstein's  leaving  would  be  "a  very 
big  loss  because  when  we  need  a  com- 
putation for  a  new  problem,  he's  the 
person  we  turn  to." 

So,  Mr.  President,  this  struggle  for 
the  Nation's  soul  or  arms  control 
versus  the  nuclear  arms  race  goes  on 
on  fronts  that  may  be  more  important 
than  any  decision  made  by  the  Gov- 
ernment itself,  the  Congress  or  the 
President. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  articles  to  which  I  have 
referred  in  the  September  22  issue  of 
Newsweek  and  in  a  recent  edition  of 
the  Washington  Post  be  printed  at 
this  point  in  the  Record. 

There  being  no  objection,  the  arti- 
cles were  ordered  to  be  printed  in  the 
Record,  as  follows: 

A  Crisis  of  Conscience 
For  a  brilliant  scientist,  the  allure  of  the 
strategic  Defense  Initiative  is  hard  to  resist; 
Star  Wars  traffics  in  some  of  the  most  chal- 
lenging problems  in  physics,  assuages  the 
conscience  by  promoting  defensive  weapons 
and  offers  funding  the  likes  of  which 
haven't  been  seen  since  the  Apollo  program. 
But  no  less  a  scientist  than  the  architect  of 
the  X-ray  laser  that  inspired  SDI  has  decid- 
ed that  he  can  resist  it  all.  Last  week  Peter 
Hagelstein  resigned  from  Lawrence  Liver- 
more Laboratory,  a  top  weapons  center,  sold 
his  house,  called  the  lab  to  say  he  had  the 
flu  and  slipped  into  hiding.  Next  month  he 
joins  the  Massachusetts  Institute  of  Tech- 
nology, his  alma  mater,  as  an  untenured  as- 
sociate professor  of  electrical  engineering. 

Hagelstein's  defection  from  the  ranks  of 
Star  Warriors  closes  a  chapter  in  one  man's 
life  but  raises  larger  questions  about  SDI. 
When  Hagelstein.  now  32,  joined  the  lab  in 
1975,  "they  convinced  him  this  would  be  a 
fruitful  environment  to  work  in,"  says  Liver- 
more physicist  M.  Stephen  Maxon,  a  friend, 
"but  I  doubt  they  talked  much  about  weap- 
ons." By  all  accounts  Hagelstein  hoped  to 
use  the  unequaled  facilities  at  the  lab,  near 
San  Francisco,  to  pursue  his  dream  of  an  X- 
ray  laser  that  would  take  holographic 
images  of  living  cells  and  molecules  in  the 
body,  gathering  clues  to  cancer  and  other 
mysteries.  Then  one  day  in  1979,  he  suggest- 
ed a  feasible  design  for  an  X-ray  laser  pow- 
ered by  a  nuclear  explosion.  According  to 
one   Livermore   physicist.   Hagelstein   "got 
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sucked  into"  developing  his  still-classified 
design.  By  1980  it  was  clear  that  Hagel- 
stein's  laser,  Excalibur,  offered  a  potent  new 
force  in  the  nation's  arsenal.  "Peter  had 
fallen  under  the  spell  [of  Livermorel,"  says 
the  physicist,  "and  felt  psychologically 
trapped." 

That  was  bad  enough  for  a  shy.  piano-and 
violin-playing  scientist  who,  says  MIT's 
Robert  Adler,  "did  not  intend  to  do  work  on 
weapons."  But  lately  it  has  become  clear 
that  Excalibur  would  be  most  effective  not 
at  shooting  down  incoming  missiles,  as  SDI 
is  supposed  to,  but  at  knocking  out  satellites 
such  as  those  that  carry  the  defensive  sys- 
tems. "The  X-ray  laser  is  becoming  just  an- 
other weapons  system,"  says  John  Pike  of 
the  Federation  of  American  Scientists. 
"That  makes  the  high  moral  purpose  of  the 
thing  more  difficult  to  see." 

Hagelstein's  departure  could  slow  SDI's  X- 
ray  program,  whose  funding  is  due  to  double 
to  $530  million  next  year.  "It  will  take 
longer  to  generate  ideas  for  new  X-ray 
lasers,"  says  Maxon.  Hagelstein  is  not  alone: 
3,700  science  and  engineering  professors,  in- 
cluding 15  Nobel  laureates  and  57  percent  of 
the  faculties  at  the  nations  top  20  physics 
departments,  have  signed  a  petition  pledg- 
ing to  refuse  SDI  funding. 

Space  test:  So  far  the  academic  boycott 
hasn't  noticeably  impeded  SDI.  In  a  $150 
million  experiment  carried  out  this  month 
and  announced  last  week.  SDI  passed  its 
first  wholly  space-based  test.  Sensors  on  one 
stage  of  a  Delta  rocket  tracked  and  moni- 
tored the  shape  and  temperature  gradients 
of  the  exhaust  plume  from  another,  just  as 
a  defensive  weapon  would  track  an  ICBM. 
As  a  grand  finale,  one  stage  overtook  the 
other  and  smashed  into  it  at  6.500  miles  per 
hour.  Based  on  this  success,  says  project 
manager  Lt.  Col.  Michael  Rendine  of  the 
Air  Force.  "I  personally  believe  that  our  job 
[of  intercepting  missiles]  is  going  to  be  a  lot 
easier  than  we  thought."  But  many  scien- 
tists doubt  SDI  will  ever  work,  especially  if 
it  can't  attract— and  keep— the  best  and 
brightest  minds  in  science. 

Troubled  Laser  Scientist  Quitting 

Weapons  Work 

(By  Boyce  Rensberger) 

Peter  Hagelstein.  the  brilliant  but  ethical- 
ly troubled  young  scientist  whose  invention 
of  the  X-ray  laser  was  a  key  factor  in  cre- 
ation of  the  Strategic  Defense  Initiative,  is 
quitting  weapons  research  to  become  a  col- 
lege professor,  the  Lawrence  Livermore  Na- 
tional Laboratory  announced  yesterday. 

Hagelstein,  32,  who  went  to  Livermore 
hoping  to  create  an  X-ray  laser  for  medical 
research  but  who,  as  one  colleague  put  it, 
"got  sucked  into  weapons  work,"  is  to  join 
Massachusetts  Institute  of  Technology  next 
month  as  an  associate  professor  in  the  elec- 
trical engineering  and  computer  science  de- 
partment, which  does  no  weapons  research. 
At  Livermore,  one  of  the  Nation's  two  nucle- 
ar-weapons research  centers,  Hagelstein  in- 
vented a  form  of  X-ray  laser  that  is  powered 
by  a  hydrogen  bomb  explosion  and  showed 
promise  as  a  space  weapon  that  could  de- 
stroy Soviet  nuclear  missiles  in  flight. 

Soon  after  the  device  worked  in  an  under- 
ground test,  Livermore 's  Edward  Teller,  the 
hydrogen-bomb  pioneer,  began  pushing 
President  Reagan  to  step  up  research  on 
antimissile  weapons,  an  effort  that  became 
SDI,  or  "Star  Wars. " 

Livermore  sources  said  Hagelstein,  whom 
they  described  as  shy  and  idealistic,  had  ex- 
pressed misgivings  about  working  on  weap- 
ons. 


Hagelstein  came  to  Livermore  in  1975  as  a 
promising  mathematics  and  physics  student 
at  MIT.  Unusually  well-rounded  for  the 
kind  of  intense  scientist  Livermore  usually 
attracts,  he  ran  marathons  in  college,  was  a 
composer  and  performed  as  a  violinist  with 
the  MIT  Symphony  Orchestra. 

He  was  recruited  to  Livermore  by  the 
little-known  Hertz  Foundation.  Created  by 
John  D.  Hertz  of  rent-a-car  fame  to  counter 
what  he  perceived  as  a  Soviet  security 
threat,  the  foundation  identifies  bright 
young  science  graduates,  offers  lucrative  fel- 
lowships for  further  study  and  funnels  most 
of  the  brightest  into  Livermore. 

The  foundation,  with  Teller  on  its  board, 
is  based  in  the  lab's  home  town  of  Liver- 
more, Calif. 

At  age  20  and  dreaming  of  a  medical  X-ray 
laser  that  could  make  three-dimensional 
holographic  images  of  molecular  structures 
inside  the  body,  Hagelstein.  according  to 
William  Broad's  Book  "Star  Warriors."  had 
never  heard  of  the  weapons  lab. 

The  recruiter.  Teller's  protege  Lowell 
Wood  and  a  former  Hertz  fellow,  did  not  tell 
Hagelstein  about  the  lab's  central  function. 
Only  after  arriving  at  the  lab  did  Hagelstein 
realize  that  Livermore  was  a  "bomb  shop." 
he  told  Broad. 

"I  came  pretty  close  to  leaving.  I  didn't 
want  to  have  anything  to  do  with  it."  he 
told  Broad.  "Anyway,  I  met  nice  people,  so  I 
stayed." 

Hagelstein  initially  worked  on  his  laser 
but  gradually  became  acquainted  with  simi- 
lar X-ray  laser  research  intended  for  a 
weapon. 

In  1979.  according  to  the  book,  Hagelstein 
realized  that  colleagues  working  on  the  X- 
ray  laser  weapon  faced  a  technical  problem 
that  he  could  solve.  Responding  mainly  to 
the  intellectual  challenge,  he  offered  his  so- 
lution, which  worked,  and  gradually  became 
part  of  the  weapons  program. 

Steve  Maxon,  a  Livermore  physicist,  said 
Hagelstein's  departure  would  be  "a  very  big 
loss  because  when  we  need  a  computation 
for  a  new  problem,  he's  the  person  we  turn 
to." 

Hagelstein  could  not  be  reached  for  com- 
ment yesterday.  A  friend,  who  asked  not  to 
be  identified,  said  the  young  scientist  now 
wants  to  do  work  that  will  "benefit  all  man- 
kind." 


MYTH  OF  THE  DAY:  THERE  ARE 
PERSUASIVE  MORAL  ARGU- 
MENTS IN  FA'VOR  OF  CAPITAL 
PUNISHMENT 

Mr.  PROXMIRE.  Mr.  President,  the 
myth  of  the  day  is  that  there  are  per- 
suasive moral  arguments  in  favor  of 
capital  punishment. 

What  are  the  moral  arguments  that 
have  been  put  forward  by  advocates  of 
capital  punishment?  Charles  Whittier 
of  the  Library  of  Congress  has  summa- 
rized some  of  them,  while,  of  course, 
remaining  neutral  as  to  their  merits. 
Let  me  review  briefly  some  of  the 
points  noted  by  Mr.  'Whittier. 

Proponents  of  capital  punishment, 
maintain  that  society  has  the  right— 
and,  indeed,  obligation— to  punish  and 
that  punishing  serves  to  affirm  the 
moral  order  by  treating  lawbreakers  as 
responsible  moral  agents. 

Death  penalty  advocates  argue  fur- 
ther that  the  first  priority  of  the  State 


is  to  establish  Justice  and  protect  the 
common  good  against  threats  to  the 
well-being  of  the  community.  Capital 
punishment,  in  their  view,  reinforces 
the  moral  order  and  authority  of  the 
community  by  giving  expression  to 
that  sense  of  moral  indignation  that  is 
aroused  in  society  generally  by  the 
crime  of  murder.  They  declare  that 
the  demand  for  retribution  is  ground- 
ed in  the  moral  order  as  well  as  in  ne- 
cessities of  State.  They  often  cite  the 
failure  of  rehabilitation  to  bring  about 
lasting  change. 

Many  capital  pimishment  propo- 
nents stress  that  there  is,  in  their 
opinion,  a  commonsense  practical  de- 
terrence inherent  in  the  death  penal- 
ty. They  maintain  that  while  abuses  or 
flaws  in  the  legal  system  should  be 
remedied,  such  abuses  or  flaws  do  not 
affect  the  intrinsic  right  jaf  the  State 
to  exact  justice  through  capital  pun- 
ishment. They  urge  that  due  process 
in  capital  cases  be  made  swifter  and 
more  just  so  that  the  law  knows  no 
partiality. 

Many  religious  supporters  of  the 
death  penalty  note  that  capital  pun- 
ishment is  imposed  for  murder  in  the 
Hebrew  Bible  and  has  general  scrip- 
tural warrant  in  the  explicit  duty  of' 
the  State  to  protect  its  citizens.  They 
cite  the  sanctity  of  life  as  demanding 
justice  in  the  social  order,  including 
imposition  of  the  death  penalty. 

Finally,  many  advocates  of  capital 
punishment  point  out  that  the  death 
penalty  is  nowhere  forbidden  in  the 
Constitution.  They  contend  that 
abuses  in  the  social  or  legal  system  do 
not  diminish  the  obligation  of  the 
State  to  punish,  where  appropriate 
and  necessary. 

Are  these  positions  persuasive?  Not 
in  my  view.  Mr.  President.  Rather.  I 
find  the  moral  case  in  opposition  to 
the  death  penalty  to  be  far  superior  in 
substance  and  merit.  Again,  I  draw 
upon  the  work  and  words  of  Charles 
Whittier  of  the  Library  of  Congress  in 
spelliqg  out  the  moral  arguments 
against^  capital  punishment,  once  again 
with  the  caveat  that  Mr.  Whittier  has 
merely  summarized  these  arguments 
without  taking  a  stand  pro  or  con. 

As  Mr.  Whittier  notes,  opponents  of 
capital  punishment  assert  that  the 
rightful— that  is,  the  moral— purpose 
of  correctional  institutions  and  incar- 
ceration of  lawbreakers  is  reform  and 
rehabilitation,  not  punishment  or 
vengeance.  They  maintain  that  re- 
venge is  an  unworthy  motive  for  socie- 
ty to  pursue  and  that  the  possibility  of 
error- with  the  resulting  execution  of 
an  innocent  person— should  preclude 
any  attempt  to  impose  a  capital  sen- 
tence. The  death  penalty  is  irrevocable 
and  final. 

Many  death  penalty  opponents 
argue  that  because  each  person  has  an 
intrinsic  dignity  and  right  to  life,  cap- 
ital punishment  compounds  the  origi- 
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nal  capital  crime  and  violates  the 
moral  order  of  society  and  the  reli- 
gious order  of  the  community.  By 
treating  criminals  as  objects  to  be  dis- 
posed of,  they  declare,  the  death  pen- 
alty degrades  all  who  are  involved  in 
its  enforcement  as  well  as  the  victims. 

Those  against  the  death  penalty  fur- 
ther argue  that  there  is  no  conclusive 
evidence  in  support  of  the  deterrent 
effect  of  capital  punishment  and  that 
reliance  on  the  death  penalty  neglects 
the  larger  societal  factors  that  nourish 
crime:  poverty,  oppression,  and  injus- 
tice. 

Many  religious  opponents  of  the 
death  penalty  cite  the  ethic  of  love 
and  of  reverence  for  life  exemplified 
in  the  New  Testament  and  in  other  re- 
ligious teachings.  Still  others  maintain 
that  capital  punishment  is  unconstitu- 
tional because  it  is  intrinsically  "cruel 
and  unusual"  and  has  come  to  be  re- 
garded as  such  over  time. 

Finally,  many  object  to  the  death 
penalty  as  inherently  flawed  by  the  in- 
equities of  the  legal  system  and  its  al- 
leged responsiveness  to  the  power  of 
money  as  well  as  to  the  influence  of 
discrimination  in  numerous  areas. 
Therefore,  they  argue,  the  impact  of 
the  death  sentence  is  likely  to  fall 
more  heavily  on  the  poor  and  on  mi- 
norities. 

Mr.  President,  in  assessing  the  moral 
arguments  for  and  against  capital  pun- 
ishment so  ably  assembled  by  Charles 
Whittier,  I  find  it  to  be  a  myth  to 
assert  that  there  are  persuasive  moral 
arguments  on  the  "pro"  side  of  the 
ledger. 


RECOGNITION  OP  SENATOR 
BROYHILL 

The  ACTING  PRESIDENT  pro  tem- 
pore. Under  the  previous  order,  the 
Senator  from  North  Carolina  is  recog- 
nized for  not  to  exceed  5  minutes. 


ILLEGAL  DRUGS 

Mr.  BROYHILL.  Mr.  President,  I 
rise  to  associate  myself  with  the  re- 
marks of  the  Senator  from  Florida  and 
to  address  an  issue  that  I  feel  is  on  the 
lips  of  almost  every  American.  That  is 
the  concern  about  illegal  drugs  and 
drug  abuse.  I  think  that  drugs  are  rip- 
ping apart  families  while  drug  abuse  is 
threatening  to  destroy  our  traditional 
picture  of  a  strong  and  healthy  Ameri- 
can family. 

The  daily  news  media  are  full  of 
tragic  stories  of  drug  abuse  and  those 
who  have  fallen  victims  to  it— teen- 
agers, young  adults,  and  parents,  too. 
Drugs  are  undermining  our  schools. 
They  are  costing  us  in  the  workplace. 

I  feel  that  the  news  media  have  per- 
formed a  great  service  in  helping  to 
raise  public  awareness  of  the  drug 
problem.  Never  before  have  I  seen  the 
public  awareness  of  this  problem 
higher,  and  I  think  that  the  public  is 


ready  to  do  whatever  is  necessary  to 
combat  this  growing  cancer.  The  Sep- 
tember 8  issue  of  U.S.  News  &  World 
Report  presents  findings  of  the  poll  it 
conducted.  The  poll  revealed  that  the 
public's  No.  1  concern  now  is  the  per- 
sistent spread  of  illegal  drugs. 

I  find  that  the  Congress  is  aware  of 
the  problem  and  is  ready  to  take  steps 
smd  strong  measures  against  illegal 
drugs.  The  other  body  has  already 
passed  legislation.  Many  of  us  in  the 
Senate  have  been  working  to  write 
similar  legislation.  I  have  no  doubt 
that  the  Congress  will  pass  and  send 
to  the  President  legislation  that  will 
prove  effective.  However,  I  know  that 
this  alone  will  not  solve  the  problem. 

Congress  and  the  President  can 
spend  all  of  the  money  that  they  can 
find  to  fight  the  drug  problem  but  it 
will  never  be  enough  unless  the  Ameri- 
can people  also  take  up  this  cause. 
The  residents  of  North  Carolina  and 
every  State  must  join  in  this  war  on  il- 
legal drugs,  because  nothing  less  than 
a  total  commitment  from  all  Ameri- 
cans cannot  and  will  not  succeed. 

Parents  can  make  sure  that  their 
children  are  aware  of  the  dangers  of  il- 
legal drugs.  Workers  can  cooperate 
with  employers  to  assure  that  the 
work  environment  is  drug  free.  Mem- 
bers of  business  and  civic  groups  can 
sponsor  antidrug  educational  public 
awareness  programs.  And,  of  course, 
citizens  can  cooperate  with  our  law  en- 
forcement officials  to  assure  that 
those  illegal  acts  are  noted  and  that 
something  is  done  to  put  the  drug 
pushers  behind  bars. 

While  local  and  State  law  enforce- 
ment officials  and  other  groups  are 
trying  to  rid  our  communities,  our 
schools  and  our  neighborhoods  of 
drugs,  the  Federal  Government  must 
keep  doing  its  part  to  stem  the  flow  of 
illegal  drugs.  This  requires  more  inten: 
sive  searches  at  our  borders,  and 
making  sure  that  we  are  working  with 
other  nations  to  stem  the  tide  of  drugs 
across  our  borders. 

So  I  call  on  the  President  to  take 
whatever  steps  that  he  can,  even  to 
the  extent  of  calling  back  for  consulta- 
tion our  ambassadors  from  those  coun- 
tries which  may  face  problems  related 
to  the  production  and  tramsportation 
of  drugs.  These  special  consultations 
should  include  Members  of  the  House 
and  the  Senate  so  that  whatever  meas- 
ures are  taken  will  complement  the 
President's  foreign  policy  on  this  issue. 

Mr.  President,  everything  is  not  rosy 
in  this  area.  We  must  take  strong 
action  if  we  are  going  to  succeed  in 
winning  the  battle  against  drugs. 


Rhode  Island  [Mr.  Chafee]  is  recog- 
nized  for  not  to  exceed  5  minutes. 

Mr.  CHAFEE.  Thank  you.  Mr.  Presi- 
dent. 


RECOGNITION  OF  SENATOR 
CHAFEE 

D  1000 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 


GENERAL  ACCOUNTING  OFFICE 
REPORT  ON  TEENAGE  PREG- 
NANCY 

Mr.  CHAFEE.  Mr.  President,  the 
General  Accounting  Office  has  just 
completed  a  report  which  I  requested 
on  the  problem  of  teenage  pregnancy. 
The  report  provides  alarming  but 
useful  documentation  on  the  extent  of 
pregnancy  among  teenagers  in  the 
United  States. 

GAO  reports  that  few  government 
programs  of  proven  effectiveness  are 
in  place  to  address  this  problem.  But 
the  study  offers  us  opportunities  to 
find  an  effective  solution,  and  I  com- 
mend GAO  for  its  outstanding  efforts. 

Teenage  pregnancy  is  one  of  the 
most  distressing  and  challenging  prob- 
lems facing  us  today.  Teenage  parents 
pay  a  heavy  price  in  a  lifetime  of  lost 
opportunities,  and  this  is  deeply  trou- 
bling for  those  of  us  who  want  our 
young  people  to  have  the  best  chance 
for  fulfillment,  and  for  a  future  filled 
with  happiness  and  a  sense  of  well 
being. 

While  the  overall  birthrate  among 
teenagers  has  declined  in  the  last  15 
years,  the  birthrate  for  teens  under  15 
has  declined  very  little.  The  birthrate 
for  unmarried  women  aged  15  to  17 
years  has  risen  from  23  births  in  1,000 
in  1972  to  30  births  in  1,000  in  1983. 

The  growth  in  the  number  of  births 
to  single  teenage  girls  poses  special 
problems  for  teen  mothers  and  their 
babies,  because  of  the  deep  cycle  of 
poverty  which  these  families  face.  Not 
only  are  younger  mothers  less  likely  to 
be  married,  but  are  substantially  more 
likely  to  drop  out  of  school.  The 
younger  the  mother,  the  less  likely 
she  is  to  have  completed  high  school 
by  the  time  she  is  in  her  twenties. 

The  child  is  even  at  greater  risk 
than  the  parent.  A  baby  bom  to  a 
young  mother  is  significantly  more 
likely  to  be  bom  at  a  low  birth  weight 
and  therefore  faces  a  substantially 
higher  risk  of  death  or  birth  defects. 
Babies  of  teen  mothers  are  also  much 
less  likely  to  receive  well  child  care, 
and  more  likely  to  face  the  frightening 
experience  of  hospitalization  within 
the  first  5  years  of  life.  Nothing  is  as 
tragic  as  unnecessary  birth  defects  or 
the  death  of  a  baby.  Many  such  heart- 
breaking outcomes  could  be  prevented. 

The  study  reveals  that  70  percent  of 
teen  mothers  who  have  their  first 
child  before  age  15  do  not  complete 
high  school  by  age  26.  Over  half  of 
those  aged  15  to  17  also  do  not  com- 
plete their  education.  The  conse- 
quences for  teen  mothers  who  drop 
out  of  school  are  devastating.  The  visi- 
ble products  are  lives  spent  on  the 
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margin  of  society  with  dependence  on 
our  welfare  system. 

It  has  been  estimated  that  the  Fed- 
eral cost  for  teenage  parenthood  is  ap- 
proximately $10  billion  a  year  in 
health  and  welfare  benefits.  Yet  the 
GAO  report  points  out  there  is  only 
one  Federal  program  which  is  targeted 
to  preventing  teenage  pregnancy  and 
providing  services  to  pregnant  and 
parenting  teeneagers  and  their  fami- 
lies. The  Adolescent  Family  Life  Pro- 
gram had  an  appropriation  of  $15  mil- 
lion in  this  fiscal  year.  Nine  other  Fed- 
eral programs  may  provide  prevention 
services  and  services  to  pregnant  teen- 
agers, but  the  extent  to  which  they 
serve  this  population  or  how  much 
money  is  spent  is  not  known. 

While  the  Federal  Government  has 
been  slow  to  address  the  problem  of 
teenage  pregnancy,  local  communities 
have  initiated  many  worthwile 
projects  to  confront  this  national  trag- 
edy. These  projects  attempt  either  to 
prevent  unintended  teenage  pregnan- 
cies, or  to  provide  services  to  help 
pregnant  teenagers  and  teenage  moth- 
ers to  avoid  negative  outcomes  for 
both  mother  and  child. 

In  my  own  State,  a  number  of  inno- 
vative programs  have  been  initiated  to 
assist  pregnant  and  parenting  teen- 
agers. These  programs  are  located  in 
various  settings  and  offer  a  wide  range 
of  services.  They  aim  to  promote 
healthy  birth  outcomes,  to  encourage 
and  enable  teenage  mothers  to  remain 
in  school  and  to  discourage  future 
pregnancies.  An  initial  evaluation  of 
these  programs  is  very  encouraging, 
and  the  possibility  of  replicating  these 
programs  in  other  areas  of  the  State 
as  well  as  the  Nation  is  promising. 

The  General  Accounting  Office  in- 
vestigation reveals  some  positive  re- 
sults for  the  prevention  projects.  The 
report  also  identifies  some  approaches 
with  positive  short-term  effects  on 
repeat  pregnancy,  maternal  and  child 
health  status,  and  the  reentry  of  teen 
mothers  to  school.  In  crafting  new 
programs,  the  GAO  suggests  that  they 
be  kept  administratively  simple,  that 
flexibility  be  encouraged,  and  that  re- 
sources be  targeted  to  unmarried, 
pregnant,  or  parenting  teenagers.  In 
addition,  the  GAO  emphasizes  the 
need  for  sound  evaluation  of  projects 
undertaken  in  the  future.  We  need  to 
learn  what  works,  for  whom  and  why, 
and  then  disseminate  that  information 
for  adoption  in  the  other  areas  of  the 
Nation. 

Millions  of  teenagers  and  their  chil- 
dren are  adversely  affected  by  the  seri- 
ous consequences  of  early  childbear- 
ing.  Certainly  we  must  begin  to  reduce 
the  incidence  of  teenage  pregnancy  by 
encouraging  abstinence  from  sexual 
activity  and  by  providing  adequate 
birth  control  information  for  those 
who  are  sexually  active.  To  be  effec- 
tive, prevention  efforts  such  as  family 
life   education   and   family   planning 


must  be  directed  at  all  teenagers.  We 
must  also  work  to  improve  the  out- 
comes of  teenage  childbearing  by  pro- 
viding improved  medical,  nutritional, 
educational  opportunities  and  counsel- 
ing services.  I  believe  a  continued  em- 
phasis on  programs  in  this  area  will  be 
essential  as  we  attempt  to  reshape 
Federal  antipoverty  efforts. 

I  have  introduced  legislation  in  the 
Senate  to  provide  increased  Federal 
support  to  the  States  for  services  to 
teenage  mothers  and  their  children,  in 
order  to  reduce  health  risks  and  in- 
crease self-sufficiency  and  independ- 
ence. I  will  be  modifying  this  legisla- 
tion in  view  of  the  findings  of  the 
GAO  report. 

"Teenage  Pregnancy— 500,000  Births 
a  Year  but  Few  Tested  Programs" 
should  not  immobilize  us,  but  motivate 
us  into  constructive  action.  The  Feder- 
al Government  must  make  a  stronger 
commitment  to  confront  the  crisis  of 
teenage  childbearing.  Investment  in 
pregnancy  prevention  and  programs 
for  pregnant  and  parenting  teens  will 
have  enormous  future  returns  in  both 
human  and  fiscal  terms. 

Mr.  President,  I  ask  that  the  full 
text  of  the  study  be  printed  at  this 
point  in  the  Record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Teenage  Pregnancy.  500,000  Births  a  Year 

But  Few  Tested  Programs 

U.S.  General  Accounting  Office, 

Washington.  DC.  July  21.  1986. 
B-223573. 

Hon.  John  H.  Chafee. 
U.S.  Senate. 
Wastiington,  DC. 

Dear  Senator  Chafee;  In  your  January  9. 
1986,  letter,  you  a.sked  us  four  questions  on 
leenage  pregnancy.  These  questions  asked 
for  information  on  the  extent  of  teenage 
pregnancy,  programs  already  in  place,  the 
effectiveness  of  these  programs,  and  how  to 
make  future  legislation  maximally  effective. 

Our  major  findings  are  that  the  problem 
is  particularly  severe  and  growmg  for  un- 
married mothers  under  18  years  old,  that 
only  one  federal  demonstration  program  is 
focused  exclusively  on  the  problem,  and 
that  the  evidence  from  demonstration  pro- 
grams, while  sparse,  suggests  two  types  of 
future  legislation.  If  expansion  of  services  is 
essential,  the  first  type  of  legislation  would 
be  flexible  but  targeted  and  would  include 
both  prevention  and  postpregnsuicy  services. 
The  second  would  involve  well-evaluated 
demonstrations  of  prevention  and  postpreg- 
nancy  services  that  would  be  targeted,  flexi- 
ble, and  innovative. 

To  obtain  this  information,  we  conducted 
an  evaluation  planning  review  in  which  we 
used  four  procedures.  We  analyzed  the  main 
features  of  two  congressional  bills,  reviewed 
available  statistics  on  the  extent  of  teenage 
pregnancy,  examined  the  characteristics  of 
federal  and  nonfederal  programs,  and  re- 
viewed evaluation  studies  on  the  effective- 
ness of  prior  programs  for  assisting  preg- 
nant and  parenting  teenagers,  as  well  as 
teenagers  at  risk  of  becoming  pregnant.  We 
compared  the  evidence  we  found  to  the  fea- 
tures of  the  proposed  legislation.  (A  descrip- 


tion of  our  objectives,  scope,  and  methodolo- 
gy is  in  appendix  I.) 

We  found  that  the  extent  of  teenace  preg- 
nancy has  increased  during  the  past  decade 
but  that  birthrates  for  teenagers  declined 
during  the  past  three  decades.  Despite  the 
overall  decline,  the  birthrate  for  unmarried 
teenagers  actually  increased.  Thus,  of  the 
500,000  births  to  women  younger  than  30 
years  old  in  1983,  270,000  were  to  unmarried 
teenagers,  young  women  at  particularly 
high  risk  of  the  negative  consequences  asso- 
ciated with  teenage  childbearing.  Purtber- 
more,  the  birthrate  for  teenagers  17  years 
old  or  younger  did  not  decline  as  rapidly  as 
the  birthrate  for  teenagers  18  and  19  years 
old. 

The  programs  responding  to  concern 
about  teenage  pregnancy  have  tried  two 
general  approaches.  The  first  represents  ef- 
forts to  prevent  teenage  pregnancy.  The 
second  provides  services  to  teenagers  who 
become  pregnant  and  to  parenting  teen- 
agers. Within  these  two  general  approaches, 
we  identified  somewhat  distinct  strategies 
that  differ  in  the  location  within  which 
.services  are  provided,  the  types  of  services 
that  are  provided,  and  who  they  are  provid- 
ed to. 

Our  analysis  of  two  key  bills— your  pro- 
posal in  S.  938  and  Senator  Daniel  P.  Moyni- 
han's  proposal  in  S.  1194  to  amend  the  Aid 
to  Families  With  Dependent  Children 
(AFDC)  program— reveals  several  differ- 
ences m  ihe  approaches  that  are  offered. 
Your  proposal  is  targeted  at  a  specific  group 
"poor  teenagers  younger  than  18),  it  is  flexi- 
ble with  respect  to  the  comprehensive  serv- 
ices that  could  be  provided  to  pregnant 
teenagers,  and  :ts  administrative  structure 
is  relatively  straightforward.  Senator  Moy- 
nihan's  proposal  is  targeted  more  broadly 
'including  teenagers  eligible  for  AFDC  and 
selected  young  women  with  children  young- 
er than  6),  :t  is  prescriptive  (in  the  sense 
that  a  specific  .'^et  of  ser^'ices  is  to  be  provid- 
ed), it  involves  prevention  and  postpreg- 
nancy  services,  and  it  is  administratively 
complex  because  it  entails  extensive  coordi- 
nation across  five  federal  programis. 

Many  federal  programs  are  currently  rele- 
vant in  some  measure  to  pregnant  or  par- 
enting teenagers.  However,  only  one,  the 
Adolescent  Family  Life  Program  lAFL),  is 
uniquely  targeted  to  preventing  teenage 
pregnancy  and  to  providing  services  to  preg- 
nant and  parenting  teenagers  and  their 
families.  Nine  other  federal  programs  may 
provide  services  to  these  groups;  three  make 
teenagers  a  primary  target  group.  Unfortu- 
nately, there  is  few  available  data  on  how 
much  money  these  federal  programs  spend 
on  pregnant  and  parenting  teenagers. 

With  the  two  legislative  proposals  in 
mind,  we  asked.  "What  is  known  at>out  the 
effectiveness  of  prior  projects  on  teenage 
pregnancy?"  Although  common  sense,  logic, 
and  prior  research  can  provide  useful  Infor- 
mation, we  focused  our  review  on  evalua- 
tions of  projects  similar  to  those  proposed 
in  the  two  bills.  Evaluations  of  the  preven- 
tion-only projects  revealed  some  positive  re- 
sults, but  across  the  studies  there  were  no 
consistent  or  large  effects  on  fertility  or 
contraception.  For  the  postpregnancy 
projects,  the  evidence  shows  some  positive 
short-term  effects  on  repeat  pregnancy, 
child  health  status,  and  the  return  to  high 
school.  However,  flaws  in  the  research  de- 
signs limit  the  utUity  of  this  evidence  for 
structuring  new  legislative  proposals.  Spe- 
cifically, few  of  these  studies  had  credible 
research  designs.  Even  for  those  whose  de- 
signs were  credible,  the  ability  to  generalize 
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from  them  to  typical  service  settings  is  un- 
certain and  the  long-term  benefits  of  these 
services  is  unluiown.  because  only  one  as- 
sessment of  outcomes  extended  beyond  24 
months. 

However,  these  studies  did  reveal  imple- 
mentation problems  that  should  be  antici- 
pated when  new  programs  are  developed. 
For  example,  the  lack  of  public  support  and 
barriers  to  client  participation  were  identi- 
fied as  important  obstacles  to  program  oper- 
ations. Media  campaigns  and  other  special 
attention  to  these  factors  during  a  new  pro- 
gram's development  could  improve  its 
chances  for  success. 

With  regard  to  your  question  on  the  impli- 
cations of  our  review  for  future  legislation, 
two  tactics  seem  feasible.  First,  if  expanding 
the  provision  of  services  is  essential,  it 
would  seem  justifiable  to  target  services  to 
the  teenagers  who  have  the  highest  risk  of 
experiencing  negative  consequences— that 
is.  young  and  unmarried  teenagers.  In  addi- 
tion, flexibility  is  warranted,  since  we  un- 
covered no  convincing  evidence  to  support 
the  notion  that  the  most  comprehensive 
services  were  more  effective  than  the  least 
comprehensive.  Program  implementation 
and  coordination  problems  argue  for  an  ad- 
ministratively simple  program  structure. 

Second,  our  review  points  to  a  role  for  the 
federal  government  that,  as  an  alternative 
to  installing  a  program  that  expands  the 
provision  of  services,  would  feature  the  pro- 
motion of  innovations,  sound  comprehensive 
evaluation  of  these  innovations,  and  the  dis- 
semination of  programs  (or  their  compo- 
nents) that  work.  The  rationale  for  this  is 
twofold.  First,  we  identified  numerous  state 
and  local  programs  that  seemed  promising, 
but  the  evidence  for  their  effectiveness  was 
frequently  either  lacking  or  ambiguous. 
While  there  is  a  large  eligible  population, 
we  do  not  know  whether  the  services  on 
which  these  projects  depend  are  adequately 
available  in  many  localities.  Consequently, 
we  can  neither  say  how  much  a  full-scale 
program  might  cost  nor  argue  for  installing 
it  before  the  evidence  is  in.  Second,  many 
innovative  ideas  are  being  tried  across  the 
nation,  and  plausible  approaches  are  emerg- 
ing from  research  on  questions  about,  for 
example,  the  sexual  decision-making  among 
unmarried  teenagers.  Identifying  and  test- 
ing these  ideas,  with  the  thought  of  dissemi- 
nating the  promising  practices  to  state  and 
local  agencies,  could  be  a  cost-effective  way 
for  the  federal  government  to  help  address 
public  concern  about  teenage  pregnancy. 

Officials  of  the  Office  of  Adolescent  Preg- 
nancy Programs  of  the  U.S.  IJepartment  of 
Health  and  Human  Services  reviewed  a  pre- 
vious draft  of  this  report,  and  their  com- 
ments were  considered  in  writing  the  final 
report.  Since  we  relied  upon  summaries  of 
APL  interim  findings,  agency  officials  of- 
fered us  access  to  the  original  source  materi- 
al. We  were  unable  to  review  the  material  in 
time  to  inlcude  it  in  this  report.  Officials 
told  us,  however,  that  we  had  accurately 
portrayed  the  state  of  the  art  in  the  evalua- 
tion of  teenage  pregnancy  programs. 

Copies  of  this  report  will  be  made  avail- 
able to  persons  who  request  them.  If  you 
have  any  questions  or  would  like  additional 
information,  please  call  me  (202-275-1854) 
or  Dr.  Lois-eUin  Datta  (202-275-1370). 
Sincerely. 

Eleanor  Chelihsky, 

Director. 


Briefing  Report 
background 

Senator  John  Chafee  asked  us  to  assess 
the  wide  range  of  current  programs  and  leg- 
islative proposals  to  address  the  public  con- 
cern about  teenage  pregnancy  among  the 
poor.  We  selected  for  examination  two  legis- 
lative proposals  on  the  grounds  of  their  spe- 
cial interest,  as  well  as  to  maximize  the  di- 
versity of  approaches  to  be  considered  in 
our  review.  Senator  Chafee's  proposal.  S. 
938,  and  Senator  Moynihan's  proposal,  S. 
1194  (section  6).  both  describe  programs  of 
comprehensive  services  that  would  be  pro- 
vided exclusively  to  pregnant  and  parenting 
young  women.  The  bills  differ  on  the  scope 
of  services  that  would  be  provided,  the  types 
of  clients  who  would  be  served,  and  the  ad- 
ministrative and  financing  arrangements 
that  would  be  required.  Senator  Moynihan's 
bill  also  differs  from  Senator  Chafee's  in 
that  it  proposes  a  pregnancy-prevention 
program. 

We  organized  our  examination  of  these 
proposals  around  four  questions: 

1.  What  is  known  about  the  extent  of 
teenage  pregnancy? 

2.  What  solutions  have  been  tried? 

3.  What  is  known  about  the  effectiveness 
of  these  solutions? 

4.  What  implications  does  this  knowledge 
have  for  the  structuring  of  new  legislation? 

Focusing  on  the  main  features  of  the  two 
bills,  we  examined  information  on  the 
extent  of  the  teenage  pregnancy  problem 
that  is  relevant  to  the  target  populations 
specified  in  the  two  bills;  reviewed  the  char- 
acteristics of  existing  federal  programs  pro- 
viding relevant  services;  and  examined  pub- 
lished studies  on  the  effectiveness  of  pro- 
grams for  preventing  teenage  pregnancy 
and  for  providing  related  services. 

At  least  four  sources  of  information  could 
be  drawn  upon  in  assessing  whether  a  pro- 
posed program  might  have  the  results  in- 
tended: common  sense,  logic,  plausible 
theory  based  on  research,  and  evaluations 
of  the  effectiveness  of  prior  interventions. 
We  focused  our  review  on  the  source  we 
thought  would  provide  the  most  directly  rel- 
evant information:  program  evaluations. 

The  70  documents  we  reviewed  supplied 
information  about  a  wide  range  of  program 
services  and  administrative  and  financing 
arrangements.  The  studies  also  described 
the  difficulties  of  implementing  programs. 
However,  less  than  half  of  the  evaluations 
included  comparison  data,  and  few  used  re- 
search designs  adequate  for  evaluating  the 
effectiveness  of  a  project. 

[Figures  1  thru  7  not  reproducible  for  the 
Record.] 

In  appendix  I.  we  describe  our  methodolo- 
gy—the evaluation  planning  review— in 
detail.  Appendix  II  is  a  bibliography  of  gen- 
eral references,  including  the  evaluation 
studies  we  reviewed.  (A  bibliography  of  all 
the  documents  we  reviewed  and  brief  de- 
scriptions of  the  specific  studies  we  em- 
ployed in  our  analyses  are  available  on  re- 
quest.) 

What  is  known  about  the  extent  of  teenage 
pregnancy? 

In  1983,  there  were  500,000  live  births  and 
more  than  1  million  pregnancies  in  the 
United  States  to  women  younger  than  20. 
While  teenage  pregnancy  rates  increased 
during  the  past  decade,  teenage  birthrates, 
overall,  declined.  Although  reliable  informa- 
tion is  not  available  on  the  extent  of  teen- 
age pregnancy  and  births  among  the  poor,  it 
is  known  that  birthrates  are  increasing  for 
unmarried  teenagers  and  have  barely  de- 


clined for  very  young  teenagers— two  groups 
at  particular  risk  of  negative  health,  educa- 
tional, and  social  outcomes.  Additionally, 
the  number  of  births  to  unmarried  teen- 
agers varies  dramatically  by  state  of  resi- 
dence. 

Teenage  pregnancy  rates  have  increased 
while  birthrates  have  declined  overall 

Combining  data  from  surveys  of  health 
care  providers  with  federal  natality  statis- 
tics to  include  births,  abortions,  and  miscar- 
riages, the  Alan  Guttmacher  Institute  has 
estimated  that  teenage  pregnancy  rates 
have  increased. 

In  1972  (the  first  year  for  which  data  are 
available),  about  95  in  every  1.000  women  15 
to  19  years  old  became  pregnant;  in  1981 
(the  year  of  the  most  recent  data),  the  rate 
was  estimated  at  about  111  in  1,000. 

Teenage  birthrates,  however,  have  de- 
clined, mirroring  the  decline  in  birthrates 
for  all  women. 

In  1952,  the  overall  birthrate  wa-  86  in 
1.000  among  women  15  to  19  years  old;  in 
1972.  the  rate  was  62  in  1.000;  and  in  1982, 
the  rate  was  53  in  1.000.  (In  1983.  the  year 
of  the  most  recent  data,  the  rate  was  52  in 
1.000.)  Increased  abortion  rates  for  teen- 
agers are  believed  to  account  for  most  of  the 
differences  in  the  pregnancy  and  birth 
trends. 

Limited  information  is  available  on  the 
extent  of  teenage  pregnar.cy  among  the  poor 

Compared  to  women  who  delay  their 
childbearing.  women  who  bear  children 
before  the  age  of  18  generally  experience 
more  birth  complications  and  show  deficits 
in  educational  attairunent  and  income. 
Their  children  have  been  found  to  have  a 
higher  risk  of  congenital  defects,  childhood 
disease,  and  developmental  lags  than  chil- 
dren of  mothers  in  their  twenties.  Teenage 
childbearing  in  the  context  of  poverty  is  be- 
lieved to  increase  the  probability  of  these 
negative  consequences  and  to  require  addi- 
tional health  and  social  services  to  avert 
these  consequences. 

To  estimate  the  extent  of  teenage  preg- 
nancy among  the  poor— and.  thus,  the  need 
for  additional  services— we  investigated  nine 
government  and  private  data  bases  on  fertil- 
ity, income,  and  teenagers.  We  found  that 
no  reliable  estimates  of  poor  pregnant  and 
parenting  teenagers  are  readily  available, 
for  a  variety  of  reasons:  Mothers'  income  in- 
formation is  not  included  in  birth  records; 
household  income  information  is  not  accu- 
rately reported  in  surveys  of  teenagers;  Gov- 
ernment fertility  surveys  have  excluded 
teenagers  younger  than  18  from  their  sam- 
ples; and  the  standard  national  survey  of 
household  income  reports  the  number  of 
families  with  income  below  the  poverty  level 
but  excludes  from  its  count  families  headed 
by  teenagers  (or  others)  that  reside  in  larger 
households. 

Therefore,  to  identify  the  populations 
most  in  need  of  services,  we  examined  the 
available  data  on  other  characteristics  of 
teenage  births  that  research  has  identified 
as  being  associated  with  negative  outcomes 
for  teenage  pregnancy:  Age,  marital  status, 
and  education. 

Increasing  proportions  of  pregnant  and  par- 
enting teenagers  are  at  risk  of  negative 
outcomes 

Although  birthrates  have  declined  for 
teenagers  as  a  whole,  they  have  not  declined 
for  some  who  are  at  particularly  high  risk  of 
the  negative  consequences  of  childbearing. 

The  rate  for  older  teenagers  (18  to  19)  de- 
creased dramatically  after  1970,  but  the  rate 
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for  younger  teenagers  (15  to  17)  did  not  de- 
crease as  much.' 

The  birthrate  for  very  young  teenagers 
(younger  than  15)  barely  declined  at  all;  1.2 
in  1,000  gave  birth  in  1972,  and  in  1982,  the 
rate  was  1.1  in  1,000. 

The  rate  for  unmarried  teenagers  (15  to 
19)  rose  from  23  in  1,000  in  1972  to  29  in 
1,000  in  1982,  resulting  in  270,000  births  (30 
in  1,000)  in  1983. 

It  appears  that  not  only  are  younger 
mothers  less  likely  to  have  married  or  com- 
pleted high  school  by  the  time  of  a  birth 
but  that  also  the  younger  the  mother,  the 
less  likely  she  is  to  have  completed  school 
by  the  time  she  reaches  her  twenties.  (See 
tables  end  of  article.) 

The  numbers  of  births  to  unmarried 
teenagers  vary  by  state 

We  analyzed  unpublished  National  Center 
for  Health  Statistics  data  by  state  on  births 
in  1983  to  unmarried  teenagers.  As  table  2 
on  the  next  page  shows,  the  prevalence  of 
such  births  differs  dramatically  according  to 
state  of  residence. 

Seven  states  had  10,000  or  more  births  to 
unmarried  teenagers:  California.  Florida,  Il- 
linois. New  York.  Ohio.  Pennsylvania,  and 
Texas. 

Eleven  states  had  fewer  than  1,000  such 
births:  Arkansas,  Delaware,  Idaho,  Mon- 
tana. Nevada.  New  Hampshire.  North 
Dakota.  Rhode  Island.  South  Dakota.  Ver- 
mont, and  Wyoming. 

About  80.000  babies  were  bom  to  unmar- 
ried teenagers  in  the  13  states  and  the  Dis- 
trict of  Columbia,  in  which  the  last  decenni- 
al census  showed  that  nearly  15  percent  or 
more  of  the  population  earned  incomes 
below  the  poverty  level:  Alabama.  Arkansas, 
the  District  of  Columbia,  Georgia.  Ken- 
tucky. Louisiana.  Mississippi.  New  Mexico. 
North  Carolina.  South  Carolina.  South 
Dakota.  Tennessee.  Texas,  and  West  Virgin- 
ia. 

CURRENT  APPROACHES  AND  PROPOSALS  FOR 
ADDRESSING  TEENAGE  PREGNANCY 

Communities  across  the  nation  currently 
offer  a  broad  range  of  programs  addressing 
teenage  pregnancy.  The  programs  generally 
attempt  either  to  prevent  unintended  teen- 
age pregnancy  or  to  provide  services  to 
assist  pregnant  teenagers  and  teenage  moth- 
ers in  preventing  some  of  the  negative  con- 
sequences for  mother  and  child.  The  federal 
role  appears  limited  at  present  to  a  single 
demonstration  program  aimed  solely  at 
these  activities  and  nine  other  grant  pro- 
grams that  provide  services  relevant  to  teen- 
age pregnancy  for  the  general  p>opulation. 
The  legislative  proposals  by  Senator  Chafee 
and  Senator  Moynihan  would  create  new 
grant  programs  to  expand  services  targeted 
exclusively  to  pregnant  and  parenting 
young  women. 

Existing  programs  describe  a  wide  variety  of 
approaches 

Reviews  of  the  program  literature,  which 
include  surveys  of  state  and  local  govern- 
ment agencies,  have  uncovered  a  wide  varie- 
ty of  approaches  to  preventing  pregnancy 
and  providing  assistance  to  teenagers  who 
are  pregnant  or  mothers.  Although  some 
local  sponsors  provide  both  prevention  and 
assistance  services,  we  have  separated  these 
two  program  tjrpes.  for  convenience. 
Projects  frequently  resemble  hybrids.  We 
found  the  five  types  of  prevention  programs 


■  In  1983.  the  year  of  the  most  recent  data,  the 
birthrate  was  78  in  1,000  women  18-19  years  old.  32 
in  1.000  women  15-17  years  old.  and  1.1  in  1.000 
younger  than  15. 


and  five  types^  of  service  programs  that  we 
list  in  table  3  and  table  4. 

77i€  current  Federal  rqle  is  limited 

The  size  of  the  federal  goverrunent's  role 
in  the  variety  of  existing  programs  is  not 
precisely  known  but  appears  limited.  While 
several  federal  grant  programs  are  relevant 
to  teenage  pregnancy  programs,  informa- 
tion on  the  number  of  pregnant  arid  parent- 
ing teenagers  who  are  served  and  on  the 
amount  of  federal  funds  spent  on  this  sub- 
population  is  available  at  the  federal  lev?l 
for  only  one  of  these  programs. 

Only  one  program  serves  teenage  mothers 
exclusively— the  AFL  program.  Its  fiscal 
year  1986  appropriation  was  $15  million, 
and  it  funded  prevention  and  service  demon- 
stration projects  and  research  on  the  ante- 
cedents and  consequences  of  the  problem  of 
teenage  pregnancy. 

Three  grant  programs  have  pregnant  and 
parenting  teenagers  as  a  target  group: 
Family  Planning  Services  (which  targets  all 
teenagers);  Employment  Training  Services 
for  the  Disadvantaged,  under  the  Job  Train- 
ing Partnership  Act  ( JTPA);  and  the  Special 
Supplemental  Food  Program  for  Women. 
Infants,  and  Children  (WIC).  National  in- 
formation on  funds  allocated  to  teenagers 
through  these  programs  is  not  maintained. 

Six  programs  provide  services  relevant  to 
poor  pregnant  and  parenting  teenagers:  the 
maternal  and  child  health  block  grants  and 
the  social  services  block  grants,  the  program 
for  community  health  centers,  employment 
services  and  job  training  grants  (demonstra- 
tions under  the  JTPA).  child  welfare  grants, 
and  community  services  block  grants.  Na- 
tional information  on  funds  allocated  by 
these  programs  to  pregnant  and  parenting 
teenagers  is  not  maintained. 

Although  the  expenditures  of  these  pro- 
grams on  teenage  pregnancy  are  not  known, 
the  federal  role  appears  to  be  secondary  to 
the  local  one.  A  national  survey  of  the  153 
largest  U.S.  cities  in  1979-80  asked  local 
health  and  education  department  officials 
about  special  programs  for  pregnant  teen- 
agers. Of  the  127  responding  cities,  90  re- 
ported that  special  programs  were  provided 
and  that  most  of  these  received  public  funds 
from  one  or  more  sources:  67  percent  re- 
ceived local  funds,  59  percent  received  state 
funds,  and  47  percent  received  federal 
funds.  Neither  the  amount  received  nor  the 
share  of  total  funds  was  reported. 

State  and  local  funds  came  predominantly 
from  education  departments;  federal  funds 
came  primarily  from  the  block  grants  for 
material  and  child  health  and  for  social 
services.  Across  these  government  levels,  70 
percent  of  these  cities  reported  that  educa- 
tion funds  were  a  source  of  support  for  spe- 
cial programs  for  pregnant  teenagers.  33 
percent  reported  health  funds,  and  12  per- 
cent reported  welfare  or  social  service  funds. 

Current  proposals  to  expand  services  for 
teenage  pregnancy 

The  legislative  proposals  we  reviewed,  2 
among  more  than  20  current  proposals  on 
teenage  pregnancy,  both  provide  for  new 
service  programs  exclusively  for  pregnant 
and  parenting  young  women.  They  differ  in 
flexibility  and  scope  of  services,  types  of  cli- 
ents, and  complexity  of  administrative  ar- 
rangements. 

Senator  Chafee's  bill,  S.  938.  proposes  a 
flexible  service  program  that  would  provide 
any  of  a  variety  of  assistance  and  sup[>ort 
services  for  pregnant  teenagers  and  young 
mothers.  The  proposal's  objectives  are  rela- 
tively modest:  to  provide  assistance  and  im- 
prove   the    availability    of   comprehensive 


services  to  these  young  families  (see  figure  2 
on  the  next  page).  Only  one  outcome  is  ex- 
plicitly mentioned:  to  prevent  unintended 
repeat  pregnancies  among  these  young 
mothers. 

In  contrast.  Senator  Moynihan's  bill.  S. 
1194  (section  6).  proposes  a  highly  prescrip- 
tive program  of  specific  assistance  and  sup- 
port services  intended  to  help  poor  young 
mothers  achieve  self-sufficiency  and  avoid 
long-term  welfare  dependence.  Several  ob- 
jectives are  explicitly  mentioned:  ensuring 
the  health  of  mother  and  infant  and  ena- 
bling the  mothers  to  complete  high  school 
and  acquire  job  skills  and  employment  and. 
thus,  economic  self-sufficiency.  This  propos- 
al concentrates  on  preventing  the  negative 
economic  consequences  typically  associated 
with  teenage  childl)earing  by  targeting  serv- 
ices to  young  women  who  have  not  complet- 
ed high  school  and  by  requiring  participa- 
tion in  a  program  leading  to  a  diploma. 

Senator  Moynihan's  bUl  also  proposes  a 
pregnancy-prevention  program  that  Is  oper- 
ationally more  flexibile  than  his  service  pro- 
gram but  similarly  specific  on  strategies  for 
meeting  its  objectives.  This  program  as- 
sumes that  a  lack  of  alternative  education 
and  career  plans  is  a  precipitating  factor  of 
teenage  pregnancy  and  the  economic  de- 
pendence of  teenage  mothers.  However,  spe- 
cific services  would  not  be  required  in  this 
program,  and  two  strategies  for  preventing 
teenage  pregnancy  are  acknowledged:  the 
postponement  of  sexual  activity  and  the  use 
of  contraception. 

These  two  bills  also  differ  in  their  admin- 
istrative and  financial  arrangements.  Sena- 
tor Chafee's  bill  proposes  new  grants  to 
public  and  private  nonprofit  agencies  and 
contains  the  following  key  features. 

It  Is  flexibile.  proposing  to  provide  any  of 
the  following  services:  comprehensive  pre- 
natal and  postpartum  care,  well-child  care 
for  infants,  comprehensive  family-planning 
services,  educational  and  vocational  counsel- 
ing, family-life  and  parenting  education, 
counseling  ser\'lces.  and  other  services  de- 
signed to  Improve  the  availability  of  com- 
prehensive assistance  services. 

It  is  targeted  to  pregnant  teenagers  and 
mothers  who  are  younger  than  18  at  the 
time  of  birth. 

The  proposed  funding  level  for  fiscal  year 
1986  was  $30  million. 

It  is.  administratively,  relatively  straight- 
forward. 

Senator  Moynihan's  bill  proposes  new 
grants  to  state  agencies  administering 
AFDC  and  has  the  following  key  features.  * 

It  is  prescriptive,  requiring  that  all  the 
following  services  be  provided:  educational 
and  vocational  services;  the  coordination  of 
services,  otherwise  available,  directed  at  the 
health  needs  of  mother  and  child:  other 
services  designed  to  improve  the  availability 
of  comprehensive  assistance  services.  Includ- 
ing child  care,  transportation,  and  Individ- 
ual needs  assessment  and  written  plans  to 
assist  in  case  management. 

It  is  broadly  targeted.  Program  A  would 
serve  all  teenagers  eligible  for  AFDC,  and 
Program  B  would  serve  women  younger 
than  25.  whether  pregnant  or  parents,  who 
are  eligible  for  AFDC. 

Its  proposed  funding  level  for  fiscal  year 
1986  is  2  percent  of  a  sUte's  AFDC  pay- 
ment. 

It  is.  administratively,  relatively  complex, 
requiring  federal,  state,  and  local  coordina- 
tion across  two  executive  agencies  (the  U.S. 
Department  of  Health  and  Human  Services. 
HHS.  and  the  U.S.  Department  of  Labor. 
DOL)   and   five   programs   (the   programs 
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under  the  Job  Training  Partnership  Act  and 
the  maternal  and  child  health  blocli  grants, 
social  services  block  grants,  and  the  family 
planning  programs,  together  with  the  Com- 
munity Work  Experience  and  the  Work  In- 
centive programs.  CWEP  and  WIN). 

TRK  ErFECnVENESS  OP  PRIOR  PROGRAMS 

Care  is  needed  in  interpreting  the  data  we 
present  on  the  programs'  effectiveness. 
Flaws  in  most  of  the  study  designs  leave 
open  the  possibility  that  factors  other  than 
program  participation  influenced  the  re- 
sults. Further,  the  projects  reported  in  the 
literature  may  not  represent  hundreds  of 
projects  operating  around  the  nation,  many 
of  which  do  not  have  published  evaluations. 
Finally,  we  attempted  to  identify  the  most 
important  studies,  but  some  were  unavail- 
able during  the  short  period  of  our  review 
and  others  may  have  eluded  our  search. 
The  iTtformation  on  the  effectiveness  of 
preventing  pregnancy  is  limited 

We  reviewed  all  the  studies  of  projects  we 
identified  in  our  search  as  having  pregnancy 
prevention  as  an  objective,  regardless  of  a 
project's  approach.  However,  there  was  only 
limited  information  on  their  effectiveness 
on  conception  and  fertility.  Only  11  of  the 
24  studies  provided  comparison  data,  and 
only  2  of  the  5  interim  evaluations  of  the 
AFL  demonstration  projects  on  the  preven- 
tion of  pregnancy  included  comparison  data. 
(The  results  of  these  13  studies  are  shown  in 
table  111.2  in  appendix  III.  The  outcome 
data  in  which  we  have  the  most  confidence 
are  highlighted  in  the  table.)  Our  analysis 
indicated  the  following. 

The  information  on  effectiveness  is  limit- 
ed, but  there  were  some  positive  results  and 
no  demonstrated  failures.  For  example,  an 
intensive  interpersonal-skills  program  re- 
ported positive  short-term  results  in  the  use 
of  more  reliable,  medical  methods  of  contra- 
ception. It  also  appears  that  increases  in 
teenage  enrollment  in  family  planning  clin- 
ics are  associated  with  reductions,  although 
small,  in  teenage  birthrates. 

While  there  is  no  strong  evidence  that  the 
sex  education  typically  available  in  schools 
reduces  teenage  pregnancy,  there  is  also  no 
evidence  that  it  encourages  sexual  activity, 
which  some  have  feared. 

School-based  teenage  health  clinics  that 
include  family  planning  services  are  fre- 
quently associated  with  reduced  teenage 
birthrates  but  have  not  provided  conclusive 
evidence  that  the  programs  were  responsi- 
ble for  these  declines. 

The  evidence  is  insufficient  for  concluding 
that  some  types  of  services  are  more  effec- 
tive than  others.  Two  comprehensive  health 
clinics,  one  school-based  and  the  other  hos- 
pital-b&sed,  appeared  equally  successful  in 
maintaining  the  use  of  reliable  contracep- 
tion. Since  we  do  not  know  what  other  serv- 
ices the  family  planning  clinics  may  have 
provided  to  teenagers  (such  as  counseling). 
we  cannot  determine  which  services  were  re- 
sponsible for  the  apparent  success. 

The  information  on  the  effectiveness  of 
comprthensive  service  programs  is  limited 

Both  of  the  legislative  proposals  we  re- 
viewed intend  to  increase  the  availability  of 
comprehensive  assistance  services  to  preg- 
nant and  parenting  teenagers.  Because  they 
would  authorize  numerous  services  in  addi- 
tion to  the  traditional  perinatal  health  care 
and  parenting  education  programs,  we  fo- 
cused on  comprehensive  service  projects.  We 
found  that  these  projects  provided  only  lim- 
ited information  on  the  effectiveness  of  the 
explicit  objectives  of  the  two  target  propos- 
als: preventing  unintended  repeat  pregnan- 


cies, ensuring  the  health  of  mothers  and 
their  children,  and  enabling  the  mothers  to 
complete  high  school,  acquire  job  sltills,  and 
achieve  economic  self-sufficiency. 

Only  9  of  the  37  studies  we  reviewed  pro- 
vided comparison  data  with  which  to  evalu- 
ate their  results.  Additionally,  5  of  the  9 
AFL  projects  had  interim  evaluations  that 
included  comparison  groups  in  their  designs. 
(The  results  reported  by  these  14  studies  are 
shown  in  table  III.3;  those  we  have  most 
confidence  in  are  highlighted.)  Our  analysis 
indicated  the  following. 

The  teenage  mothers  who  were  enrolled 
in  service  programs  providing  a  range  of  as- 
sistance that  included  prevention  services 
had  lower  fertility  rates  than  teenagers  in 
similar  communities  without  such  programs. 
Additionally,  the  programs  reported  in- 
creased use  of  birth  control  in  the  first  year 
after  delivery. 

Positive  results  were  reported  in  other 
areas  as  well,  including  child  health  status 
and  mother's  school  attendance  and  attain- 
ment. Teenagers  receiving  a  broad  array  of 
services  had  no  fewer  complications  and  no 
healthier  iivfants  at  delivery  than  teenagers 
receiving  at  least  prenatal  health  care,  but 
their  children  were  more  likely  to  receive 
regular  health  checkups.  Teenage  mothers 
enrolled  in  multiser\'ice  programs  were  more 
likely  to  return  to  school  and.  thus,  to  com- 
plete more  years  of  school  after  delivery 
than  nonparticipants.  but  there  was  no 
strong  evidence  of  improved  graduation 
rates. 

However,  because  of  limits  in  study  de- 
signs, several  eauLions  are  needed  in  inter- 
preting these  findings.  First,  few  studies 
had  controls  adequate  to  exclude  plausible 
explanations  (other  than  comprehensive 
services)  of  their  results.  For  example,  few 
"comparison"  groups  were  truly  compara- 
ble. Therefore,  our  conclusions  regarding 
fertility  and  school  enrollment  are  based  on 
only  three  studies  each,  our  conclusions  on 
mother  and  infant  health  on  six. 

Second,  these  are  short-term  results,  gen- 
rally  limited  to  1  year.  No  differences  in  fer- 
tility of  school  enrollment  were  found  be- 
tween participants  and  nonparticipants 
after  2  years.  Partly  because  of  the  short- 
term  nature  of  these  studies,  they  provide 
no  evidence  on  whether  the  participants 
were  more  likely  to  be  economically  self-suf- 
ficient, a  relatively  long-term  objective  for 
teenage  mothers. 

Finally,  many  of  these  programs  were  spe- 
cial demonstrations,  so  that  it  is  difficult  to 
generalize  from  their  results  to  what  might 
be  expected  in  typical,  ongoing  service  pro- 
grams. 

In  summary,  numerous  programs  provide 
a  wide  range  of  services,  but  the  effective- 
ness of  only  a  few  have  been  tested  empiri- 
cally. Only  a  few  of  the  projects  we  re- 
viewed provided  the  full  range  of  services 
under  the  conditions  proposed  in  Senator 
Moynihan's  bill.  (In  tables  III.4  through 
IH.8,  we  show  the  services  and  strategies 
employed  in  these  projects.) 

We  found  no  strong  evidence  that  provid- 
ing comprehensive  services  produced  results 
that  were  more  positive  than  the  results  of 
providing  a  more  restricted  set  of  services. 
Positive  results  were  found  for  the  more 
comprehensive  as  well  as  the  less  compre- 
hensive projects. 

There  were  few  convincing  tests  of  the 
value  of  specific  sets  of  services.  Most 
within-study  comparisons  did  not  specify 
the  services  received  by  the  comparison 
groups.  Although  one  AFL  project  did  test 
the  value  of  peer  counselors'  services  In  ad- 


dition to  the  full  range  of  services,  it  did  not 
find  positive  results  consistently  across  the 
measured  outcomes. 

There  were  too  few  adequate  studies  and 
too  much  diversity  in  the  sets  of  service 
they  represented  to  permit  an  independent 
evaluation  of  the  effectiveness  of  specific 
service  components. 

IMPUCATIONS  FOR  FUTURK  LEGISLATION 

Our  review  of  the  extent  of  the  problem 
of  teenage  pregnancy  and  the  effectiveness 
of  efforts  to  address  it  can  be  summarized  in 
terms  of  what  is  and  is  not  known.  This 
summary  serves,  in  turn,  as  the  basis  for  our 
obervations  about  the  feasibility  and  prom- 
ise of  the  two  proposals  for  new  programs 
and  the  implications  for  future  legislation. 
What  is  knoton? 

The  literature  provides  some  information 
on  three  topics  that  help  in  assessing  the 
two  legislative  proposals:  the  size  of  the  eli- 
gible populations,  potential  benefits,  and 
implementation  difficulties  observed  for 
current  programs. 

1.  Large  eligible  populations.  Recent  sta- 
tistics show  that  the  eligible  population  is 
potentially  large.  About  44  percent  of  births 
to  unmarried  teenagers  occur  in  seven  stp.tes 
reporting  a  high  incidence  of  such  births. 
The  data  are  not  sufficient  to  estimate  pre- 
cisely how  many  individuals  might  be  eligi- 
ble under  the  two  bills,  but  rough  estimates 
can  be  derived  from  the  data  through  1984. 
We  estimate  that  about  1  million  teenagers 
would  be  eligible  for  services  under  S.  938, 
or  up  to  2  million  if  the  fathers  are  includ- 
ed. For  S.  1194.  our  estimates  are  as  high  as 
2  million  for  the  prevention  program  and 
600.000  for  the  sen'ices  program  (see  table  5 
on  the  next  page).  The  latter  figures  are 
overestimates  because  the  income  data  were 
available  only  in  relation  to  the  federally 
defined  poverty  level,  which  is  generally 
higher  than  the  states'  income  standards  of 
eligibility  for  AFDC. 

2.  Probable  benefits  but  uncertain  causes. 
The  results  of  several  projects  appear  prom- 
ising, if  not  conclusive.  Family  planning  and 
comprehensive  health  clinics,  as  well  as  in- 
tensive interpersonal-skills  training,  have 
reportedly  affected  either  the  short-term 
use  of  contraceptives  or  fertility.  The  com- 
prehensive and  the  more  limited  programs 
for  pregnant  teenagers  and  teenage  mothers 
reported,  in  a  variety  of  settings,  results 
that  seem  encouraging  for  infant  health, 
short-term  fertility,  and  return  to  school. 

3.  Feasibility  concerns.  Some  of  the  prob- 
lems commonly  identified  in  the  literature 
and  mentioned  by  program  administrators 
in  a  recent  50-state  survey  include  the  fol- 
lowing: 

Lack  of  public  understanding  about  the 
size  and  scope  of  the  problem; 

Community  ambivalence  toward  the  issue, 
making  the  programs  impopular; 

Lack  of  support  services  to  improve  pro- 
grams' accessibility  for  clients; 

Agency  rivalries  and  incompatible  proce- 
dures; 

The  immaturity  and  limited  resources  of 
the  teenagers,  compared  to  adult  clients; 

Unstable  funding  sources; 

Lack  of  coordination  among  existing  serv- 
ices: and 

Insufficient  or  nonexistent  services  to  co- 
ordinate (see  U.S.  House  of  Representatives, 
1986,  item  A22  in  the  bibliography  in  appen- 
dix II). 

Programs  could  increase  their  chances  of 
success  by  attending  to  these  factors  during 
the  program  development  stage.  Media  cam- 
paigns   educating    the    public    about    the 
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extent  of  teenage  pregnancy  and  its  serious 
consequences  could  help  gain  program  sup- 
port. Research  and  evaluation  suggest 
promising  strategies  for  overcoming  some  of 
the  other  barriers.  The  case-management 
approach  required  in  Senator  Moynihan's 
proposal  has  been  associated  with  the  re- 
ceipt of  more  service  and  more  types  of  serv- 
ices. The  proximity  and  accessibility  of 
school  health  clinics  is  reported  to  permit 
better  followup  and,  thus.  Improve  teen- 
ager's use  of  contraceptives.  Evidence  sug- 
gests that  the  clients  who  receive  more 
rather  than  less  service  or  continued  service 
show  greater  success.  These  individuals  may 
be  more  motivated  than  others  who  termi- 
nate their  participation  early,  but  participa- 
tion may  nevertheless  be  hindered  by  bar- 
riers that  are  frequently  beyond  their  con- 
trol—lack of  transportation  and  child  care 
and  conflicts  with  worli  or  school,  for  exam- 
ple. Thoughtful  program  development  could 
address  these  factors. 

What  is  not  known? 
The  evaluations  of  ^forts  addressing 
teenage  pregnancy  leave  several  critical 
questions  unanswered.  In  particular,  we  do 
not  know  the  factors  responsible  for  what 
works  and  what  does  not  work;  availability 
of  resources  in  the  field;  and  additional 
costs  for  service  delivery.  These  gaps  in 
knowledge  influence  the  confidence  we  can 
place  in  projections  about  the  likely  effects 
of  the  proposed  legislation. 

1.  What  factors  are  responsible?  In  most 
instances,  the  evaluations  that  we  reviewed 
tested  whether  the  provision  of  a  composite 
set  of  services  resulted  in  benefits  to  the  cli- 
ents. Looking  across  the  projects,  we  found 
various  combinations  of  services,  different 
settings,  different  treatment  modalities,  and 
different  types  of  clients.  The  results  for 
the  participants  were  typically  compared  to 
the  results  for  individuals  who  received 
"customary"  services  that  were  in  some  way 
distinct  from  treatment  under  a  project. 
Given  these  test  conditions,  it  is  not  possible 
to  determine  whether  all  services  worked, 
whether  some  were  more  essential  than 
others,  or  whether  some  had  no  value  at  all. 

Further,  when  "customary"  services  (pri- 
vate prenatal  care,  peer  and  parental  coun- 
seling, locally  available  professional  counsel- 
ing, and  so  on)  are  used  as  the  basis  for  as- 
sessing program  effectiveness,  it  is  quite 
possible  that  both  customary  and  compre- 
hensive services  may  be  effective  (relative  to 
providing  no  services  at  all).  Thus,  the  prior 
assessments  leave  important  questions  un- 
answered: IDoes  the  program  work  or  not? 
Does  it  work,  or  not  work,  as  a  whole  or  as  a 
result  of  a  single  component?  Which  compo- 
nents are  responsible  for  the  positive  and 
which  for  the  negative  outcomes?  Answers 
to  these  questions  would  require  research 
and  evaluation  practices  that  are  more  so- 
phisticated than  appear  in  the  literature. 

2.  What  are  the  resources  in  the  field? 
Many  federal,  state,  and  local  programs  can, 
or  could,  provide  relevant  services,  but  there 
is  little  information  on  who  is  being  served, 
on  what  programs  are  available,  and  on 
whether  all  relevant  services  are  available 
for  coordination.  According  to  a  1986  report 
by  the  House  Select  Committee  on  Chil- 
dren, Youth,  and  Families,  only  some  of  the 
50  states  in  a  1985  survey  could  report  on 
how  much  of  their  federal  block  grants  and 
other  federal  funds  were  spent  on  adoles- 
cents or  how  many  adolescents  were  served 
by  programs  using  these  funds  (see  item 
A22  in  the  bibliography).  This  is  partly  be- 
cause of  the  absence  of  reporting  require- 
ments for  expenditures  under  the  social 


services  and  maternal  and  child  health  pro- 
grams, the  two  block  grants  that  constitute 
the  major  source  of  relevant  federal  funds. 
However,  the  state  officials  who  did  respond 
indicated  that  only  a  small  proportion  of 
these  funds  were  to  programs  serving  teen- 
agers. 

More  importantly,  26  states  in  the  1985 
siurey  discussed  above  responded  that  exist- 
ing services  in  their  states  were  inadequate 
for  addressing  the  needs  of  pregnant  and 
parenting  teenagers.  In  the  1979-80  survey 
of  the  153  largest  U.S.  cities  90  of  the  127 
cities  that  responded  indicated  that  they 
had  special  programs  for  pregnant  teen- 
agers, usually  sponsored  by  a  local  educa- 
tion agency.  The  most  common  types  of 
service  were  counseling  (92  cities),  special 
education  (84),  nutrition  (84).  family  life 
education  (84),  and  sex  education  (81).  Da., 
care  was  the  most  frequently  mentioned 
unmost  need  of  pregnant  teenagers  and 
teenage  parents  (39)  cities),  and  this  was  fol- 
lowed by  job  and  vocational  assistance  (31), 
funds  (23),  continuing  education  (22),  and 
parenting  education  (20).' 

3.  What  are  the  costs  of  providing  serv- 
ices? The  available  evaluation  reports  do 
not  provide  information  sufficient  for  deter- 
mining the  likely  cost  of  providing  compre- 
hensive or  coordinated  services.  Very  few 
project  reports  described  their  program 
costs,  and  those  that  did  used  quite  differ- 
ent calculation  procedures.  At  one  extreme, 
a  hospital-based  comprehensive  program  es- 
timated that  it  cost  $775  per  mother  and 
child  beyond  the  cost  of  the  pregnancy  for 
making  social  service  referrals  and  provid- 
ing weel^y  family  planning  and  group  coun- 
seling sessions  during  the  pregnancy  and  2- 
year  follow-up  period.  The  $775  included 
overhead  for  administration  and  space  but 
excluded  the  hospital  salaries  and  other 
overhead  associated  with  the  basic  perinatal 
health  services.  At  the  other  extreme,  Burt 
and  Sonenstein  estimated,  from  their  review 
of  several  comprehensive  service  projects, 
that  the  1-year  costs  of  a  comprehensive 
package  ranged  from  $5,426  to  $7,664  for 
pregnant  clients  and  $5,500  to  $9,592  for  cli- 
ents entering  the  program  after  delivery,  de- 
pending on  when  the  client  began  receiving 
AFDC  (see  item  A3  in  the  bibliography). 
These  costs  included  all  medical  and  educa- 
tional services  as  well  as  AFDC  benefits  and 
child  care. 

The  varying  definitions  of  cost  and  their 
resulting  values  reflect  one  of  the  crucial 
difficulties  in  estimating  the  costs  of  the 
programs  proposed  in  the  two  bills.  If  many 
of  the  intended  services  are  already  avail- 
able through  other  funding  sources,  the 
costs  of  coordination  could  be  limited  to  the 
salary  of  a  case  manager  and  the  associated 
overhead.  However,  if  the  intended  services 
do  not  already  exist  or  are  operating  at  full 
capacity,  additional  funds  will  be  required 
to  provide  services  under  the  intentions  of 
the  bill.  Since  there  is  no  adequate  current 
information  on  the  services  that  are  now 
being  provided  or  on  whether  their  pro- 
grams are  being  operated  at  full  capacity,  it 
is  not  possible  to  estimate  the  costs  of  the 
proposed  programs. 

S.  1194  proposes  that  funds  for  compre- 
hensive service  and  prevention  programs  to- 
gether not  exceed  2  percent  of  the  federal 
share  of  a  state's  expenditure  for  the  AFDC 
program.  In  fiscal  year  1985,  the  federal 


»  In  the  orlginial  siirvey,  92  cities  were  reported 
as  supplying  counseling  services.  We  could  not  rec- 
oncile this  number  with  the  total  number  of  re- 
spondents, which  was  90. 


share  of  AFDC  expenditures  (including  ad- 
ministrative expenses)  was  $8.96  billion  for 
all  states:  2  percent  of  this  would  represent 
$179  million  for  the  national  program.  This 
is  substantially  more  than  the  $30  million 
proposed  in  S.  938  for  service  projects— and 
more  than  the  $15  million  currently  being 
spent  for  the  AFL  demonstration  projects. 

However,  the  states'  shares  of  2  percent  of 
the  federal  AFDC  payment  vary  dramatical- 
ly, according  to  the  1985  figures.  Nevada 
would  receive  $116,890,  or  the  smallest 
amount,  but  it  had  781  births  to  unmarried 
teenagers  in  1983.  resulting  in  $150  per  po- 
tential client.  In  contrast,  California  would 
receive  the  largest  amoimt,  $33,075,170,  but 
it  has  28.841  such  births  in  1983.  resulting  in 
$1,174  per  potential  client.  These  figures  are 
very  rough  but  point  to  the  difficulty  of  al- 
locating resources  equitably  for  these  pr(^ 
grams. 

Options  for  future  legislation 
Since  there  appears  to  be  an  unmet  need 
for  services  for  pregnant  teenagers,  but 
much  imcertainty  about  which  services  are 
most  effective,  we  believe  that  at  least  two 
distinct  avenues  could  be  pursued  in  future 
legislation:  (1)  expanding  services  where 
they  are  most  needed  and  (2)  supporting 
well-evaluated  demonstrations  of  innova- 
tive, flexible,  and  clearly  targeted  programs. 

OPTION  i:  THE  EXPANSION  OF*  SERVICES 

If  the  expansion  of  service  programs  is  es- 
sential, then  adequate  targeting,  flexibility, 
and  administrative  simplicity  are  likely  fac- 
tors of  their  success. 

Targeting  unmarried  women  younger  than 
18  years  old  seems  justified  by  trends  in  fer- 
tility and  by  studies  suggesting  that  as 
mothers,  these  women  are  most  likely  to  be 
poor  and  their  children  most  at  risk.  Target- 
ing high-incidence  states  or  the  states  with 
few  existing  resources  may  also  be  justified. 

Flexibility  in  terms  of  what  services  may 
be  provided  seems  justified  by  the  lack  of 
evidence  on  the  benefit  of  specific  groups  of 
services  and  by  the  relatively  high  cost  of 
comprehensive  services. 

Administrative  simplicity  seems  justified 
by  experience  with  the  programs  that  re- 
quire extensive  coordination  across  agencies 
and  funding  sources  and  by  the  concerns 
that  have  been  reported  about  programs  on 
teenage  pregnancy.  Of  course,  targeting  to 
selected  high-risk  teenagers  will  automati- 
cally reduce  the  administrative  complexity 
of  a  program.  For  example,  targeting  serv- 
ices to  very  young  teenagers  will  require  less 
coordination  with  agencies  responsible  for 
job  training,  unless  enrollment  periods  are 
planned  for  longer  terms  than  provided  for 
in  past  demonstration  projects  and  fully 
operational  service  projects. 

OPTION  Ii:  SUPPORTWC  INWOVATIOH 

Alternatively,  federal  efforts  addressing 
teenage  pregnancy  could  be  focused  on  a 
three-pronged  approach  that  encourages  in- 
novative models,  evaluates  them,  and  dis- 
seminates those  that  have  been  tested  and 
appear  to  be  promising.  While  the  AFL  leg- 
islation mandated  demonstration  and  eval- 
uation of  innovative  approaches,  it  did  not 
mandate  the  characteristics  of  those  evalua- 
tions and  it  limited  the  funds  for  evaluation 
to  5  percent  of  each  project  grant. 

Federal,  sUte,  and  local  reactions  to  teen- 
age pregnancy  have  resulted  in  the  develop- 
ment and  implementation  of  quite  different 
approaches.  For  example,  Wisconsin  law  re- 
quires teenagers'  parents  to  assume  finan- 
cial responsibility  for  the  costs  of  rearing  a 
teenagers'  infant;  some  programs  in  other 
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states  encourage  greater  and  more  produc- 
tive communication  and  understanding  be- 
tween teenagers  and  their  parents  regarding 
sexuality.  There  is  little  available  evidence 
on  the  results  of  these  approaches— they  are 
either  too  new  or  not  yet  comprehensively 
evaluated— but  on  the  surface,  they  appear 
promising  and  have  received  considerable 
media  attention. 

Within  the  past  few  years,  new  research 
studies  have  pointed  to  other  promising  ap- 
proaches. They  include  providing  vocational 
assistance  to  young  fathers,  providing  aca- 
demic assistance  and  counseling  to  teen- 
agers at  risk  of  dropping  out  of  school 
btjore  pregnancy,  and  developing  a  pregnan- 
cy-prevention curriculum  from  models  of 
the  influence  of  beliefs  and  attitudes  on  the 
behaviors  conducive  to  general  good  health. 
Some  of  these  approaches,  such  as  provid- 
ing Job  training  and  Job-search  assistance  to 
fathers,  are  being  implemented  under  the 
APL  program,  but  comprehensive  evaluative 
information  is  not  yet  avsdlable. 

In  our  brief  review,  we  were  unable  to  ex- 
amine comprehensively  the  results  of  the 
large  body  of  research  on  the  prevention  of 
teenage  pregnancy  and  the  consequences  of 
teenage  childbearing.  A  panel  of  the  Nation- 
al Academy  of  Sciences  is  about  to  complete 
a  study  thai  may  help  identify  promising 
practices  for  future  innovations. 

Sound  evaluation  is  essential.  Federal  sup- 
port of  innovative  programs  is  certainly  not 
a  new  concept,  but  our  review  of  prior  eval- 
uations shows  that,  despite  a  substantial  in- 
vestment of  effort,  there  is  little  credible 
evidence  on  how  well,  if  at  all,  these  pro- 
grams work..  Deciding  whether  a  program 
model  is  promising  enough  to  be  considered 
by  other  state  and  local  agencies  depends  on 
sound  evaluative  evidence. 

Without  havuig  detailed  infornation  on 
the  specific  programs  that  might  be  imple- 
mented, it  is  difficult  to  specify  how  to  con- 
duct evaluations  so  that  technically  sound 
and  useful  evidence  will  Ije  produced.  How- 
ever, some  general  features  can  be  outlined. 
Given  the  emphasis  on  identifying  whether 
programs  work,  why  they  work,  and  for 
whom  they  work,  the  following  evaluation 
considerations  should  be  addressed. 

To  determine  whether  innovative  services 
or  other  factors  are  responsible  for  intended 
changes  in  important  outcomes,  evaluation 
designs  must  include  a  basis  for  comparison. 
This  should  be  obtained  from  analyses  of 
data  on  comparable  individuals  who  do  not 
receive  the  innovative  services  or  analyses 
of  time-series  data.  This  does  not  mean  that 
individuals  in  comparison  groups  must  be 
denied  services.  They  could  t)e  provided 
"customary"  services  that  do  not  include  all 
the  features  of  the  innovative  program. 

A  description  of  the  innovative  program 
and  its  components,  clients'  characteristics, 
and  type  and  amount  of  services  should  be 
detailed  enough  to  allow  its  implementation 
in  other  service  settings,  if,  of  course,  it  is 
thought  effective.  The  services  provided  to 
individuals  in  the  comparison  group  should 
also  be  described  in  detail. 

Outcome  measures  should  be  relevant  to 
the  specific  objectives  of  the  innovative 
project:  comparable  data  collected  across 
projects  should  facilitate  between-project 
comparisons. 

The  measurement  of  intermediate  and 
long-range  outcomes  should  be  scheduled  to 
ensure  that  sufficient  time  elapses  for  pro- 
gram outcomes  to  be  demonstrated,  if  the 
program  is  successful  and  has  durable  bene- 


Results  should  be  reptorted  in  detail  suffi- 
cient to  allow  readers  to  assess  the  validity 
and  Integrity  of  the  conclusions. 

At  present,  only  a  few  projects  have  ap- 
proximated this  level  of  evaluative  effort.  In 
the  past,  credible  evidence  on  other  pro- 
grams has  been  obtained  by  providing  tech- 
nical assistance  to  state  and  local  projects, 
expanding  the  resources  devoted  to  evalua- 
tion, creating  a  centralized  evaluation  mech- 
anism, and  combining  two  or  more  of  these 
tactics. 

Once  models  have  been  tested  and  have 
demonstrated  their  promise,  federal  support 
for  dissemination  seems  justifiable.  That  is, 
support  could  be  provided  for  the  dissemina- 
tio  1  of  research  and  evaluation  findings,  the 
de\'elopment  of  material  to  facilitate  the 
transfer  of  a  project's  operational  service 
pkji  and  format  to  other  areas,  and  on-site 
consultation  by  project  developers. 

In  summary,  our  review  suggests  the  fol- 
lowing two  options  for  congressional  consid- 
era.ion: 

1.  If  the  expansion  of  service  program  is 
considered  essential  for  dealing  with  the 
unmet  needs  associated  with  teenage  preg- 
nancy, then  selected  targeting  of  program 
resources,  flexible  program  stTvice-delivery 
packages,  and  simple  program  adminsitra- 
tion  are  warranted.  However,  the  lack  of  evi- 
dence from  past  programs  means,  unfortu- 
nately, that  decisions  about  new  programi 
and  the  expansion  of  old  programs  have  to 
be  based  on  common  sense,  logic,  and  plausi- 
ble theory  rather  than  on  empirical  data 
and  knowledge. 

2.  The  evidence  is  also  consistent  with  an 
approach  that  encourages  innovation,  eval- 
uation, and  the  dissemination  of  tested  pro- 
gram models.  That  is.  rather  than  investing 
limited  resources  in  the  provision  of  serv- 
ices, resources  could  be  targeted  toward 
learning  what  works,  for  whom,  and  why. 
The  programs  that  are  then  fund  successful 
could  be  disseminated  for  adoption  in  the 
other  areas  of  the  nation  that  need  them. 


[Appendix  I] 
Objectives,  Scope,  and  Methodology 
In  January  9,  1986,  letter  to  the  Comptrol- 
ler General.  Senator  Chafee  initially  asked 
us  to  identify  what  implications  the  avail- 
able statistical  and  program  information 
had  for  structuring  new  legislation  concern- 
ing teenage  pregnancy  among  the  poor.  Spe- 
cifically, he  asked. 

1.  What  information  exists  about  the 
extent  of  teenage  pregnancy  among  the 
poor? 

2.  What  types  of  programs  have  been  initi- 
ated to  deal  with  the  problem  of  teenage 
pregnancy? 

3.  How  effective  have  these  programs  been 
in  achieving  their  objectives?  What  factors 
contribute  to  their  success  or  failure?  Are 
some  program  arrangements  more  cost-ef- 
fective than  others? 

4.  Are  there  promising  programs,  adminis- 
trative arrangements,  or  financing  mecha- 
nisms that  could  be  considered  in  future  leg- 
islation? 

Our  preliminary  work  uncovered  a  range 
of  current  efforts  to  address  teenage  preg- 
nancy that  was  too  broad  to  allow  us  to 
comprehensively  assess  the  implications  for 
all  possible  legislative  efforts  that  might  be 
pursued.  It  was  mutually  agreed  that  we 
would  pursue  these  questions  with  regard  to 
two  legislative  proposals  of  particular  inter- 
est to  the  Senator:  his  own  bill,  S.  938,  and 
one  pro[}Osed  by  Senator  Patrick  Moynihan, 
S.  1194. 


Our  objectives  for  this  review  were  to 
identify,  evaluate,  and  synthesize  informa- 
tion relevent  to  the  feasibility  of  two  new 
program  proposals  and  their  likely  success 
in  achieving  their  stated  objectives.  We 
refer  to  our  general  methodology  as  an  eval- 
uation planning  review,  a  prospective  analy- 
sis anchored  in  evaluative  concepts  of  pro- 
gram proposals.  To  be  timely,  the  method  is 
selective:  no  attempt  is  made  to  be  compre- 
hensive by  reviewing  all  possible  studies, 
projects,  or  research.  Using  evidence  from 
prior  evaluations,  statistical  information 
systems,  and  knowledge  of  social  programs, 
we  assessed  the  extent  to  which  the  legisla- 
tive proposals  are  likely  to  achieve  their 
specified  goals.  We  did  no'  attempt  to 
survey  the  research  on  the  antecedents  and 
consequences  of  the  problem  of  teenage 
pregnancy.  Our  review  for  this  report  had 
four  major  steps. 

1.  We  examined  the  features  of  the  two 
legislative  proposals  to  determine  (a)  the 
nature  of  the  problem  the  programs  are  in- 
tended to  address,  (b)  the  activities  and  op- 
erations of  each  program  package,  and  (c) 
the  assumptions  in  the  proposals  about  how 
their  strategies  are  intended  to  achieve 
their  policy  objectives. 

2.  We  identified  the  most  important  pub- 
lished empirical  work  on  our  topic  and  pre- 
vious efforts  to  address  it. 

3.  We  evaluated  findings  from  published 
studies  of  previous  efforts,  taking  research 
characteristics  and  data  quality  into  ac- 
count, in  order  lo  determine  (a)  the  evi- 
dence on  whether  the  proposed  programs 
are  likely  to  achieve  their  policy  objectives 
and  (b)  likely  problems  of  implementation, 
operation,  and  management. 

4.  We  compared  these  findings  to  the  fea- 
tures of  the  two  pieces  of  proposed  legisla- 
tion. Our  application  of  this  methodology  is 
summarized  below. 

ANALYZE  PROPOSALS 

We  analyzed  each  bill  for  its  key  features 
in  order  to  select  the  most  appropriate  evi- 
dence to  review.  The  proposed  eligibility  cri- 
teria for  services,  service  providers,  and  re- 
cipients are  depicted  in  figures  5-7:  they  es- 
tablished prevention  and  comprehensive 
postpregnancy  service  projects  as  the  dual 
focus  of  our  review.  (We  did  not  attempt  to 
review  all  projects  providing  services  to 
pregnant  teenagers,  because  Senator 
Chafee  s  interest  was  in  comprehensive  serv- 
ice programs.)  These  criteria  also  delimited 
our  estimates  of  the  size  of  the  target  popu- 
lations. The  policy  objectives  mentioned  in 
each  bill  and  the  general  strategies  for 
achieving  them  are  depicted  in  figures  2-4. 
The  models  in  these  figures  define  the  out- 
comes of  interest  to  which  we  restricted  our 
review  of  the  success  of  prior  efforts. 

IDENTIFY  RESEARCH 

We  began  our  search  for  the  most  impor- 
tant research  with  a  broadly  focused  exami- 
nation of  13  computerized  bibliographic 
files:  ABI/Inform  and  Economic  Literature 
Index  (which  cover  business  topics):  ASI, 
NTIS,  PAIS,  and  Social  Scisearch  (which 
cover  technical  reports,  mostly  governmen- 
tal): CIS  (for  congressional  documents):  and 
CITN,  Dissertation  Abstracts,  ERIC,  Health 
Planning  and  Administration,  Psych  Info, 
and  Sociological  Abstracts  (which  cover  re- 
ports from  the  academic  community).  Our 
search  terms  were  intentionally  broad,  be- 
cause we  wanted  to  find  as  many  relevant 
documents  as  possible.  Our  search  of  each 
file  was  generally  restricted  to  documents 
published  after  1980. 
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The  computerized  searches  yielded  more 
than  1,100  references,  many  with  abstracts. 
Two  staff  members  screened  these  refer- 
ences and  selected  the  items  that  appeared 
to  be  the  most  relevant  to  our  various 
topics,  classifying  them  into  four  main  cate- 
gories: reports  of  prevention  and  service 
projects,  summaries  of  such  projects  and 
discussions  of  general  policy,  research  on 
the  size  and  scope  of  the  issue,  and  summa- 
ries of  research  on  the  antecedents  and  con- 
sequences of  the  problem  of  teenage  preg- 
nancy. 

Next,  our  staff  members  reviewed  the  bi- 
biographies  of  the  research  studies  and  re- 
views to  identify  other  studies  that  might 
have  been  missed  in  the  computerized 
searches.  The  staff  members  also  informally 
contacted  several  experts  on  demography 
and  relevant  programs  to  identify  work  in 
progress  and  elicit  nominations  of  the  "most 
important"  research.  The  experts  included 
Martha  Burt,  Urban  Institute;  Josefina 
Card,  Sociometrics  Data  Archive  on  Adoles- 
cent Pregnancy  and  Pregnancy  Prevention; 
Cheryl  Hayes.  National  Academy  of  Sci- 
ences; Martha  Hill,  Panel  Study  of  Income 
Dynamics;  Douglas  Kirby,  Center  for  Popu- 
lation Options;  William  Marsiglio,  National 
Longitudinal  Survey;  Martin  O'Connell, 
Bureau  of  the  Census;  Paul  Placek  and  Wil- 
liam Pratt,  National  Center  for  Health  Sta- 
tistics; Janet  Quint,  Manpower  Demonstra- 
tion Research  Corporation;  and  Melvin  Zel- 
nick, Johns  Hopkins  University.  We  mailed 
out  bibliography  to  other  knowledgeable  re- 
searchers and  policy  analysts  for  their 
review,  including  Gordon  Berlin,  The  Ford 
Foundation;  Thomas  Brock,  Manpower 
Demonstration  Research  Corporation; 
Janet  Hardy.  John  Hopkins  University;  Lor- 
raine Klerman.  Yale  University;  Karen  Pitt- 
man,  Children's  Defense  Fund;  Preya  Son- 
enstein.  Urban  Institute;  Sharon  Stephan, 
Congressional  Research  Service:  and  Gail 
Zellman,  Rand  Corporation.  Our  search 
yielded  a  total  of  70  documents;  our  full  bib- 
liography is  available  upon  request.  In  addi- 
tion, a  single  publication  (see  item  A23  in 
the  bibliography)  provides  summary  de- 
scriptions of  66  demonstration  projects 
funded  by  the  AFL  program.  Only  some  of 
those  projects  reported  interim  evaluation 
data. 

Information  on  the  prevalence  of  teenage 
pregnancy  and  childbearing  is  required  in 
order  to  ascertain  the  seriousness  of  the 
phenomenon  and  to  estimate  the  need  for 
services.  To  ascertain  the  scope  of  the  prob- 
lem, we  reviewed  the  published  literature 
and  analyzed  birth  statistics  reported  by  the 
National  Center  for  Health  Statistics  and 
others.  To  estimate  the  extent  of  teenage 
childbearing  among  the  poor,  we  investigat- 
ed the  availability  of  income  and  fertility  in- 
formation in  a  number  of  public  and  private 
data  bases. 

However,  no  reliable  estimates  of  the 
number  of  poor  pregnant  or  parenting  teen- 
agers are  readily  available.  Therefore,  to  as- 
certain estimates  of  the  populations  most  in 
need  of  services,  we  examined  the  available 
data  on  the  characteristics  that  previous  re- 
search has  identified  as  being  associated 
with  outcomes  for  teenage  childbearing: 
age,  marital  status,  and  educational  attain- 
ment. 

EVALUATE  STUDIES 

Prom  those  documents  describing  a  pre- 
vention or  service  project,  we  set  aside  those 
that  reported  no  data  on  any  of  the  out- 
comes specified  in  the  bills.  Then,  for  each 
remaining  study  of  a  prevention  or  service 
project,  we  rated  separately  the  quality  of 


the  information  provided  on  each  outcome 
measure.  Separate  ratings  by  outcome  meas- 
ure were  required,  because  some  outcomes 
were  measured  with  different  designs  within 
the  same  study.  We  adapted  six  dimensions 
from  those  identified  in  our  paper  entitled 
The  Evaluation  Synthesis: 

1.  The  similarity  of  the  comparison  group 
to  the  project's  clients: 

2.  The  adequacy  of  the  sample  size  and 
the  extent  of  attrition  (in  studies  using  lon- 
gitudinal designs); 

3.  Standardizations  of  data  collection  pro- 
cedures; 

4.  The  appropriateness  of  the  measures 
that  were  used  to  represent  the  outcome 
variables: 

5.  The  adequacy  of  the  statistical  or  other 
methods  used  for  control  of  threat  to  validi- 
ty (that  is,  possible  influences  on  observed 
differences  other  than  program  participa- 
tion); and 

6.  The  presence  and  appropriateness  of 
the  methods  used  to  analyze  the  statistical 
significance  of  observed  differences. 

All  ratings  were  made  from  a  3-point  scale 
from  "unacceptable,"  indicating  no  informa- 
tion on  a  study  method  or  a  method  so 
flawed  that  the  data  were  probably  wrong, 
to  "acceptable."  indicating  an  appropriate 
method  with  attempts  to  minimize  endemic 
problems.  All  ratings  were  based  on  pub- 
lished materials  that  often  did  not  fully  dis- 
close the  evaluation  procedures. ' 

These  dimensional  ratings  were  then  com- 
bined to  judge  the  overall  acceptability  of 
data  on  each  outcome  variable  for  inclusion 
in  our  synthesis  of  results.  Outcor-.e  data 
from  studies  with  their  own  comparison 
data  were  judged  acceptable  over.Jl  if  they 
had  "acceptable"  ratings  on  the  comparabil- 
ity of  the  comparison  data,  the  extent  of 
sample  attrition  (if  any),  and  the  adequacy 
of  controls  for  explanations  of  the  observed 
results  other  than  program  participation. 
Outcome  data  meeting  these  criteria  are 
highlighted  in  the  tables  and  forced  the 
basis  for  our  synthesis  of  results. 

SYNTHESIZE  RESULTS 

To  compare  information  on  prior  efforts 
with  the  proposals  in  the  two  bills,  we  char- 
acterized projects  by  the  types  of  ser\ice 
and  means  of  service  delivery  (see  tables 
III.4  through  III.8).  For  categories,  we  used 
the  characteristics  proposed  in  the  most 
specific  legislation.  S.  1194.  We  identified 
three  types  of  service  projects  on  the  basis 
of  the  provision  of  academic  and  vocational 
services,  as  required  by  Senator  Moynihan's 
proposal,  and  by  the  primary  setting  for 
service  delivery  (health  facility  or  school). 
F>revention  projects  were  characterized  by 
the  service  components  identified  in  our 
general  review  of  prevention  programs  as 
well  as  some  of  the  service-delivery  charac- 
teristics proposed  for  the  comprehensive 
service  program.  Prevention  projects  were 
too  few  and  too  diverse  to  permit  convenient 
grouping. 

To  analyze  the  data  available  on  effective- 
ness of  these  programs,  we  excluded  the 
studies  that  had  no  comparison  dhta  and 
grouped  the  results  by  more  specific  types 
of  program.  For  convenience,  we  include  in 
these  tables  the  outcome  data  that  we 
judged  acfceptable  and  unacceptable:  howev- 
er, we  base<i  our  synthesis  of  results  on  the 
data  that  we  judged  acceptable. 


'  At  the  time  that  we  received  agency  comments, 
we  were  offered  access  to  the  annual  reports  of  the 
AFL  projects,  but,  because  of  time  constraints,  we 
were  unable  to  review  them  for  inclusion  in  this 
report. 
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Mr.  CHAFEE.  I  do  not  think  there  is 
a  single  progra.m  that  the  Federal 
Government  or  any  government  can 
invest  in  that  has  a  greater  return  not 
only  in  the  form  of  preventing  dollars 
being  spent  in  future  years  by  prevent- 
ing these  problems  from  arising,  but 
also  from  ensuring  against  the  heart- 
break and  tragedy  that  comes  with 
these  teenage  mothers.  It  is  babies 
having  babies.  That  is  the  situation. 

The  old  adage  is  an  ounce  of  preven- 
tion is  worth  a  pound  of  cure.  In  this 
area  it  is  clear  that  is  true. 

I  hope  that  our  Federal  Govern- 
ment, and  encouraging  the  States  like- 
wise in  the  future,  can  do  far  more  not 
only  to  assist  these  teenage  mothers 
during  their  pregnancy  to  provide 
proper  prenatal  care,  information  on 
what  type  of  diet  and  assistance  in  ob- 
taining that  proper  diet  but  also  help- 
ing these  youngsters  when  the  baby  is 
bom. 

Of  course,  the  best  thing  of  all  is 
prevention.  That  can  come  through 
education  to  these  young  people  while 
they  are  in  school. 

So,  Mr.  President,  this  is  a  program  I 
am  deeply  committed  to.  I  hope  we 


RECOGNITION  OF  SENATOR 
MURKOWSKI 

The  PRESIDING  OFFICER  (Mr. 
Chatee).  Under  the  previous  order,  the 
Senator  from  Alaska  [Mr.  MtniKow- 
SKi]  is  recognized  for  not  to  exceed  5 
minutes. 

Mr.  MURKOWSKI.  I  thank  the 
Chair. 


CHINESE  ARMS  SALES 

Mr.  MURKOWSKI.  Mr.  President,  I 
would  like  to  call  to  the  attention  of 
my  colleagues  a  situation  of  growing 
concern  and  that  is  the  matter  of  Chi- 
nese arms  sales  by  the  People's  Repub- 
lic of  China  to  other  nations. 

Mr.  President,  I  have  a  particular  in- 
terest in  this  matter  as  chairman  of 
the  Pacific  and  East  Asian  Subcommit- 
tee of  the  full  committee  of  the  For- 
eign Relations  Committee.  My  interest 
is  intense.  I  have  addressed  the  issue 
on  several  occasions.  I  would  like  to 
call  to  your  attention,  Mr.  President, 
to  the  fact  that  China,  like  many  na- 
tions, sees  arms  exports  as  a  profitable 
and  steady  source  of  foreign  exchange 
as  well  as  a  means  of  increasing  its  in- 
fluence in  international  affairs. 

In  many  cases,  its  exports  support 
the  same  governments  or  groups  as  we 
do— the  Khmer  non-Communist  resist- 
ance, freedom  fighters  in  Afghanistan 
and  Governments  such  as  Egypt,  Paki- 
stan, Sri  Lanka,  and  Thailand. 

However,  in  the  case  of  the  reported 
large  exports  of  increasingly  sophisti- 
cated weapons  to  Iran,  our  interests 
and  policies  could  be  adversely  affect- 
ed. 

As  we  know,  the  war  between  Iran 
and  Iraq  has  now  lasted  over  6  years. 
It  has  cost  thousands  ot  human  lives 
and  immense  material  losses,  and  re- 
mains today  a  grave  threat  to  the  sta- 
bility of  an  extremely  important 
region. 

Irain  has  prolonged  the  war  despite 
Iraqi  willingness  to  end  the  conflict, 
and  there  is  concern  for  the  future 
among  many  observers  if  Iran  has 
arms  supply  and  unlimited  time  to 
press  against  Iraq's  defenses. 

It  is  therefore  a  matter  of  great  con- 
cern that  China  has  become  now  the 
largest  supplier  of  arms  to  Iran  with- 
out apparent  regard  for  strategic  polit- 
ical consequences  the  Iranian  success 
would  have  if,  in  the  gulf  conflict  and 
throughout  the  Mideast,  the  Iranians 
basically  overcome  the  Iraqis. 

As  noted  in  the  attached  article 
from  the  August  26,  1986,  Washington 
Post  which  I  ask  unanimous  consent 
be  inserted  in  the  Record  as  if  read,  in 
that  article  China  has  consistently 
denied  selling  arms  to  Iran,  although 
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private  officials  have  suggested  that 
some  Chinese  export  corporations 
might  be  doing  so  unbeknownst  to  of- 
ficial ministers. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Rbcord.  as  follows: 

Chima  Now  Largest  Supplier  op  Arms  to 

Iran.  U.S.  Says 
(By  Richard  H&rwood  and  Don  Oberdorfer) 

During  the  past  six  months  China  has 
become  the  largest  arms  supplier  to  Iran, 
delivering  at  least  $300  million  worth  of  mis- 
siles and  other  military  hardware  despite 
U.S.  efforts  to  stop  the  shipments,  accord- 
ing to  administration  officials. 

Other  Chinese  military  shipments  to 
Iran— including  heavy  tanks,  a  version  of 
the  MiG21  aircraft  and  rocket  launchers- 
may  be  on  the  way.  these  officials  said, 
adding  a  new  element  of  uncertainty  to  the 
six-year  war  between  Iran  and  Iraq. 

These  reports  come  amid  renewed  concern 
in  Washington  about  the  balance  of  power 
in  the  bloody  war.  Attacks  on  oil  facilities. 
shipping  and  other  economic  targets  in  the 
Persian  Gulf  region  have  mounted  on  both 
sides  in  recent  weeks,  and  Iran  is  reportedly 
preparing  to  launch  a  large-scale  ground  of- 
fensive in  the  next  two  months.  Until  now. 
Iran's  3-to-l  advantage  in  manpower  has 
been  checked  by  Iraq's  heavy  advantage  in 
sophisticated  weapons,  including  warplanes. 
tanks  and  missiles. 

The  introduction  to  Iran  of  new  arms  is  a 
setback  to  U.S.  efforts  over  several  years  to 
create  an  international  arms  embargo 
against  Iran,  and  administration  officials 
fear  it  could  upset  the  tenuous  military  bal- 
ance between  the  combatants. 

The  Chinese  have  consistently  denied  any 
arms  shipments  to  Iran  despite  repeated  ob- 
jections in  Peking  from  the  U.S.  ambassador 
to  China.  'Winston  Lord,  according  to  ad- 
ministration sources. 

Chinese  officials,  however,  have  informal- 
ly told  a  U.S.  official  that  the  arms  sales  are 
justified  because  Iran  is  using  the  weapons 
to  aid  the  anti-Soviet  guerrillas  in  neighbor- 
ing Afghanistan.  This  argument  was  not  ac- 
cepted by  the  administration  because  of  the 
type  of  weapons  involved,  which  are  said  so 
far  to  include  surface-to-air  missiles,  anti- 
ship  missiles  and  other  arms. 

Perhaps  the  greatest  U.S.  concern  has 
arisen  from  persistent  reports  that  China 
has  agreed  to  supply  Iran  with  J6  jet  fight- 
ers, a  Chinese  version  of  the  Soviet  MiG21 
and  similar  in  some  respects  to  the  U.S.- 
made  P5E.  The  J6  has  not  yet  been  seen  in 
Iran,  according  to  U.S.  and  foreign  sources, 
but  a  State  Department  official  said  "it  does 
appear"  that  China  has  agreed  to  supply 
the  jets. 

If  the  J6  shows  up  on  the  Persian  Gulf 
battlefield,  it  will  be  the  first  replacement 
aircraft  received  by  Iran  since  the  early 
days  of  its  war  with  Iraq.  According  to  the 
International  Institute  for  Strategic  Stud- 
ies, Iran  has  only  'perhaps  80  serviceable 
combat  aircraft."  Iraq,  on  the  other  hand,  is 
reported  by  the  institute  to  have  about  500 
combat  planes  in  service  and  has  access  to 
nearly  unlimited  replacement  from  the 
Soviet  Union  and  Prance. 

The  institute  reported  last  fall  that  China 
and  Iran  signed  a  $1.6  billion  agreement  in 
March  1985  covering  the  supply  to  Tehran 
of  J6  fighters,  T59  tanks,  heavy  artillery, 
multiple  rocket  launchers  and  surface-to-air 
missiles.  A  State  Department  official  said 
that  this  report  has  not  been  confirmed  but 
that   "there   definitely   were   some   agree- 


ments [between  China  and  Iran]  in  1985  "  of 
uncertain  proportions. 

Until  recently  North  Korea  was  consid- 
ered Iran's  most  important  arms  supplier 
and  its  sales  are  said  to  continue.  But  the 
Chinese  deliveries  in  the  pmst  six  months 
have  put  Peking  at  the  top  of  the  list,  ac- 
cording to  U.S.  officials. 

China  in  the  past  also  has  been  an  impor- 
tant supplier  of  Iraq,  providing  $1.5  billion 
worth  of  arms  between  1979  and  1983,  ac- 
cording to  the  U.S.  Arms  Control  and  Disar- 
mament Agency.  Defense  Department  offi- 
cials said  that  now  "the  Chinese  are  selling 
with  both  hands"  to  the  two  sides  in  the 
Iran-Iraq  war. 

Several  explanations  have  been  offered 
for  the  Chinese  decision  to  sell  arms  to  Iran. 
Some  sources  called  it  essentially  a  business 
decision  on  the  part  of  a  Peking  government 
in  severe  need  of  foreign  exchange.  Iran  is 
thought  tc  pay  for  weapons  in  oil  or  in  hard 
currency  obtained  by  selling  oil. 

Another  dimension,  several  sources  said,  is 
international  geopolitics  and  China's  anti- 
Soviet  stance.  By  strengthening  Iran,  a 
threatening  neighbor  on  the  Soviet  Union's 
border,  China  is  adding  to  the  difficulties 
facing  Moscow,  according  to  this  line  of  rea- 
soning. 

Moscow  has  not  sold  weaponry  to  Iran  for 
several  years  and  has  repeatedly  urged  an 
end  to  the  fighting.  In  private  talks  in 
Stockholm  this  June.  Assistant  Secretary  of 
State  Richard  W.  Murphy  reportedly  urged 
his  Soviet  counterpart.  Vladimir  Polyakov, 
to  stop  the  flow  of  arms  supplies  to  Iran 
from  Eastern  European  allies  of  the  Soviet 
Union.  Polyakov  made  no  commitments,  ac- 
cording to  U.S.  sources,  and  the  matter  is 
likely  to  be  raised  anew  at  U.S. -Soviet  dis- 
cussions of  regional  issues  at  the  State  De- 
partment beginning  today. 

Mr.  MURKOWSKI.  In  the  past  6 
months  alone  China  has  delivered  over 
300  million  dollars'  worth  of  missiles 
and  other  military  hardware.  And 
there  is  an  indication,  Mr.  President, 
that  main  battle  tanks  including  the 
aircraft  of  the  Chinese  F-7  fighter,  as 
well  as  ground-to-ground  missiles,  may 
be  in  the  offering  in  the  purcha.se 
pipeline.  China  has  stated  that  Iran  is 
an  anti-Soviet  state  which  has  a  real 
interest  and  role  in  supporting  the 
Afghan  resistance,  and  China's  politi- 
cal relations  with  Iran  are  beneficial 
in  promoting  this  trend. 
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It  is  therefore  a  matter  of  great  con- 
cern that  China  has  become  the  larg- 
est supplier  of  arms  to  Iran  without 
apparent  regard  for  the  strategic  polit- 
ical consequences  Iranian  success 
would  have  in  the  gulf  and  through- 
out the  Middle  East. 

As  noted  in  an  article  from  the 
August  26,  1986,  Washington  Post. 
China  consistently  has  denied  it  is  sell- 
ing arms  to  Iran,  although  privately 
officials  have  suggested  some  Chinese 
export  corporations  might  be  doing  so 
unbeknownst  to  official  ministries. 

In  the  past  6  months  alone  China 
has  delivered  over  300  million  dollars' 
worth  of  missiles  and  other  military 
hardware. 

There  is  some  indication  that  main 
battle  tanks,  the  Chinese  F-7  jet  fight- 


er and  gound-to-ground  missiles  may 
be  in  the  pipeline. 

China  has  stated  that  Iran  is  an 
anti-Soviet  state  which  has  a  real  in- 
terest and  role  in  supporting  the 
Afghan  resistance  and  China's  politi- 
cal relations  with  Iran  are  beneficial 
in  promoting  this  trend. 

We  seek  to  impress  on  China  that 
any— and  I  repeat  any— arms  sales  to 
Iran  would  be  damaging  to  United 
States  and  the  gulf  states  interests. 
We  seek  the  earliest  possible  negotiat- 
ed end  to  the  Iran-Iraq  war. 

Some  have  questioned  our  growing 
military  cooperation  with  China,  given 
reports  of  Chinese  arms  sales  to  Iran, 
although  there  is  no  indication  any 
United  States  arms  are  involved.  Our 
willingness  to  consider  and  approve  ex- 
ports of  military  equipment  to  China 
is  based  upon  a  thorough  and  careful 
assessment  of  the  strategic  benefits 
both  nations  obtain  from  an  increase 
in  Chin'a  defensive  capabilities. 

It  is  important  that  Beijing  under- 
stand our  resolve  concerning  arms 
sales  to  Iran. 


RECOGNITION  OF  SENATOR 
SASSER 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
Tennessee  [Mr.  Sasser]  is  recognized 
for  not  to  exceed  5  minutes. 


PROGRAM  TRADING 

Mr.  SASSER.  Mr.  President,  last 
Thursday,  September  11,  the  Dow 
Jones  industrial  average  dropped  by  a 
record  86.61  points.  It  dropped  an  ad- 
ditional 34.77  points  the  following  day. 
Thursday  and  Fridr.y  represented  the 
two  largest  tradiri&  days  in  history, 
with  237.6  million  shares  changing 
liands  on  Thursday  and  240.5  million 
shares  changing  hands  on  Friday. 
Such  large  trading  volumes,  with  de- 
clining prices,  raise  some  very  serious 
questions  about  what  is  happening  in 
the  stock  market.  While  it  is  true  that 
Thursday's  decline  was  "only"  4.6  per- 
cent, compared  to  the  12.9  percent  of 
1929,  this  was  indeed  a  precipitous  de- 
cline and  it  is  an  event,  that  must  be 
carefully  examined. 

There  are  several  leading  theories  on 
the  market's  volatility  last  week.  Some 
suggest  that  we  are  witnessing  the  side 
effects  of  program  trading.  As  many  of 
my  colleagues  know,  trading  programs, 
operated  on  behalf  of  large  institu- 
tional investors,  are  computer-con- 
trolled to  a  large  extent.  When  com- 
puters pick  up  disparities  at  a  certain 
level,  between  stock  market  prices  and 
the  prices  for  futures  contracts  cover- 
ing groups  of  stocks,  a  trading  pro- 
gram is  triggered  into  action  by  com- 
puters. 

Just  this  sort  of  trading  is  thought 
by  many  to  have  started  last  week's 
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troubling  market  slide.  As  trading  pro- 
grams operated  by  computers  began 
placing  large  sell  orders,  other  traders 
followed  suit.  The  net  effect  was  a 
whirlpool  with  sellers  following  sellers 
to  market.  The  Securities  and  Ex- 
change Commission,  in  June,  estimat- 
ed the  average  block-trading  share  of 
the  market  to  be  between  10  and  25 
percent.  One  trader's  estimate  of 
Thursday's  block-related  activity  was 
40  percent. 

Not  all  market  analysts,  I  hasten  to 
add,  are  satisfied  with  this  theory. 
There  are  those  who  contend,  with 
some  validity,  that  what  we  saw  last 
week  was  a  growing  concern  about  the 
well-being  of  the  Nations  economy, 
with  primary  concern  over  interest 
rates  and  prospects  of  inflation.  Many 
observers  do  not  believe  interest  rates 
will  fall  further,  in  large  part  because 
of  the  continuing  failure  of  Japan  and 
West  Germany  to  lower  their  own 
rates.  Moreover,  the  possibility  of  a 
rate  increase  looms  in  many  minds: 
some  analysts  stress  that  the  Federal 
deficit  continues  to  increase  upward 
pressure  on  the  interest  rates  for  Gov- 
ernment bonds. 

The  potential  recurrence  of  inflation 
came  from  several  sources:  there  was  a 
rumored  leak  of  Commerce  Depart- 
ment data  showing  retail  sales  above 
what  forecasters  had  predicted.  A  pos- 
sible further  increase  in  gold  prices 
was  signaled  by  an  increase  to  over 
$400  an  ounce  for  the  first  time  in  2 
years,  just  9  days  before  the  decline. 
There  are  faint  signs  of  life  in  the  oil 
cartel.  And  the  dramatic  expansion  in 
the  money  supply,  fueled  by  several 
quarters  of  ever-lower  interest  rates, 
some  economists  speculate,  lays  the 
groundwork  for  inflation. 

Mr.  President,  we  cannot  say  with 
certainty  what  triggered  last  week's 
market  plunge.  In  all  likelihood,  we 
saw  several  factors  combining  to  push 
the  market  dramatically  down.  Howev- 
er, several  troubling  questions  are 
raised  by  this  incident.  Program  trad- 
ing is  a  purely  technical  exercise.  Fun- 
damental economic  conditions  are  not 
considered.  The  question  comes:  Is  it 
wise  to  allow  computers  to  dictate  the 
market's  course  without  regard  to  true 
economic  conditions? 

Should  we  be  looking  more  closely  at 
potential  problem  spots  in  our  econo- 
my? I  do  not  think  most  observers  are 
ready  to  push  the  panic  button,  but 
are  we  prepared  to  deal  with  a  languid 
national  economy  which  the  market 
may  be  foreshadowing? 

Mr.  President,  some  answers  to  these 
questions  may  soon  be  forthcoming. 
Throughout  the  next  2  weeks,  several 
key  economic  indicators  will  be  re- 
leased. These  figures  should  provide 
us  further  insight  as  to  the  health  of 
our  economy. 

And  many  are  suggesting  that  we 
will  see  a  positive  side  to  program 
trading  this  Friday.  On  Friday,  Sep- 


tember contracts  on  the  Standard  & 
Poor's  500  stock  index  futures  expire. 
In  addition,  options  written  against 
stork  indexes  and  options  on  individ- 
ual stocks  will  also  expire  on  Friday. 
These  three  simultaneous  expirations 
happen  four  times  a  year.  When  they 
do,  we  have  what  is  known  as  the 
"triple  witching  hour." 

We  do  not  know  what  direction  the 
triple  witching  hour  will  take  the 
market.  We  do  know  that  program 
trading  is  a  relatively  new  and  unexa- 
mined market  tool— and  one  with  po- 
tentially profound  effects  on  the  stock 
market.  Events  of  the  next  few  weeks 
may  well  suggest  that  those  of  us  on 
the  Senate  Banking  Committee  take  a 
closer  look  at  the  intricacies  of  this 
trading  device  known  as  program  trad- 
ing where  the  quarterback  of  the  trad- 
ing is  the  computer. 


D  1020 
ROUTINE  MORNING  BUSINESS 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  there  will  now  be  a 
period  for  the  transaction  of  routine 
morning  business  not  to  extend 
beyond  the  hour  of  10:30  a.m.,  with 
statements  therein  limited  to  5  min- 
utes each. 

Mr.  SASSER.  Mr.  President,  I  sug- 
gest the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 
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Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  further  pro- 
ceedings under  the  quorum  call  be  re- 
scinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ORDER  OF  BUSINESS 

Mr.  DOLE  Mr.  President.  I  ask 
unanimous  consent  that  notwithstand- 
ing the  provisions  of  rule  XXII  of  the 
Standing  Rules  of  the  Senate,  at  1:30 
p.m.  today  the  Senate  resume  execu- 
tive session  to  consider  the  nomination 
of  Justice  Rehnquist,  that  the  time  be- 
tween 1:30  p.m.  and  3  p.m.  today  be 
equally  divided  between  the  chairman 
of  the  Judiciary  Committee  and  the 
ranking  minority  member  or  their  des- 
ignees. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOLE.  I  also  ask  unanimous 
consent  that  at  3  p.m.  today  the  clo- 
ture vote  occur  on  the  Rehnquist  nom- 
ination and  the  mandatory  quorum 
under  rule  XXII  be  waived. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Hearing  none,  it  is  so 
ordered. 

Mr.  DOLE.  Mr.  President,  I  thank 
the  distinguished  minority  leader  for 
his  assistance,  and  I  think  we  both  be- 


lieve we  can,  depending  on  the  cloture 
vote  of  course,  if  cloture  is  invoked, 
dispose  of  both  the  Rehnquist  and 
Scalia  nominations  before  6  p.m. 

That  is  our  hope.  Also,  as  I  have  ad- 
vised my  colleagues,  there  will  be  a 
window  between  roughly  6  and  8 
o'clock  this  evening,  and  I  am  advised 
by  the  distinguished  chairman  of  the 
Budget  Committee  that  perhaps  they 
could  make  opening  statements  and  do 
some  debate  on  reconciliation  during 
that  time,  unless  we  have  not  complet- 
ed the  DOT  appropriations  bill,  and 
perhaps  we  could  take  up  additional 
amendments  on  that  appropriations 
bill,  but  any  votes  would  occur  after  8 
p.m.  this  evening. 


UNDERSTANDING  THE 
TERRORIST  THREAT 

Mr.  THURMOND.  Mr.  President, 
the  threat  of  terrorist  attacks  against 
our  citizens  on  our  own  soil  has  been 
considered  only  a  remote  possibility  by 
most  Americans  until  recently.  Al- 
though terrorist  activity  reacned  an 
all-time  high  in  1985  with  480  inci- 
dents, only  7  of  these  were  committed 
within  our  borders.  However,  since  the 
American  raid  on  Libya  in  April,  Colo- 
nel Qadhafi  and  his  cohorts  have 
promised  to  make  the  United  States 
pay  for  the  damages  inflicted  upon 
Libya. 

Mr.  President,  there  is  an  urgent 
need  to  make  the  American  people 
aware  of  the  reality  and  seriousness  of 
this  threat.  There  is  a  further  need  to 
examine  the  roles  of  State  and  local 
governments  in  assisting  the  Federal 
Goverrunent  to  combat  this  type  of 
criminal  activity.  In  response  to  these 
needs,  the  Strom  Thurmond  Institute 
of  Government  and  Public  Affairs  at 
Clemson  University,  under  the  direc- 
tion of  Dr.  Horace  W.  Fleming,  recent- 
ly held  a  conference  on  "State  and 
Local  Goverrunent  Responses  to  Do- 
mestic Terrorism." 

At  this  conference,  a  number  of  lead- 
ing authorities  on  this  subject,  includ- 
ing our  distinguished  colleague,  Sena- 
tor Denton,  sought  to  familiarize 
State  and  local  law  enforcement  offi- 
cials from  across  the  United  States 
with  the  terrorist  threat  to  our 
Nation,  with  counterterrorist  studies 
and  activities  conducted  by  the  Feder- 
al Government,  and  to  discuss  ways  in 
which  all  levels  of  Government  can  co- 
operate in  developing  counterterrorist 
programs. 

Dr.  Fleming  has  written  an  excellent 
article  entitled  "Understanding  the 
Terrorist  Threat."  It  summarizes  the 
findings  of  the  conferees  on  this  im- 
portant topic  and  merits  the  attention 
of  my  colleagues.  I  therefore  ask 
unanimous  consent  that  the  text  of 
Dr.  Fleming's  article  be  included  in 
the  Record  at  the  conclusion  of  my  re- 
marks. 


23692 


CONGRESSIONAL  RECORD— SENATE 


September  17,  1986 


There  being  no  objection,  the  text 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Understanding  the  Terrorist  Threat 
(By  Dr.  Horace  W.  Fleming) 

(Editor's  Note:  The  author  is  Director  of 
the  Strom  Thurmond  Institute  of  Govern- 
ment and  Public  Affairs  at  Clemson  Univer- 
sity). 

Until  recently,  it  seemed  that  the  Ameri- 
can people  had  become  resigned  to  living 
with  the  threat  of  terrorism.  Terrorists'  acts 
of  seemingly  random  violence  had  become 
no  less  repulsive  in  our  thinking,  but  there 
was  some  reassurance  in  the  fact  that  the 
usual  targets  of  these  terrorists  were  far  dis- 
tant from  our  own  shores. 

Then  came  the  American  raid  on  Libya  in 
April,  and  this  seemed  to  change.  We  were 
suddenly  standing  toe-to-toe  with  the  lead- 
ing culprit  of  state-sponsored  terrorism.  Col. 
Moammar  Khaddafy,  and  we  felt  vulnera- 
ble. 

In  fact,  we  have  always  been  vulnerable  to 
terrorists  operating  within  our  national 
boundaries.  The  few  terrorist  acts  commit- 
ted on  American  soil  seemed  only  incidental 
to  the  larger  drama  played  out  in  the  inter- 
national political  stage  by  struggling  Middle 
East  powers.  In  1985,  there  were  only  seven 
terrorist  acts  conMnitted  on  American  soil, 
and  most  of  those  were  directed  against  for- 
eign nationals. 

One  month  after  the  Libyan  strike,  the 
Strom  Thurmond  Institute  held  a  confer- 
ence in  South  Carolina  on  'State  and  Local 
Government  Responses  to  Domestic  Terror- 
ism." We  sought  to  familiarize  state  and 
lcx»l  law  enforcement  from  across  the 
nation  with  the  threat  posed  by  terrorism 
within  the  United  States:  to  familiarize 
them  with  counter-terrorist  studies,  pro- 
grams and  related  activities  conduct*  d  by 
the  federal  government:  and  to  discuss  ways 
in  which  federal,  state  and  local  govern- 
ments can  cooperate  in  devising  and  imple- 
menting counter-terrorist  programs  and 
policies.  We  wanted  to  provide  conference 
participsmts  an  opportunity  to  discuss  .spe- 
cific interests  and  problems  with  leading  ex- 
perts in  the  field  of  counter-terrorism. 

Leading  the  program  were  recognized  au- 
thorities with  expertise  in  the  precise  area 
of  domestic  terrorism:  Sen.  Jeremiah 
Denton.  Chairman  of  the  U.S.  Senate  Judi- 
ciary Subcommittee  on  National  Security 
and  Terrorism:  Edgar  Best.  Director  of  Se- 
curity for  the  1984  Olympic  Games  in  Los 
Angeles:  Adm.  James  Holloway.  USN  (Ret.). 
Chairman  of  the  President's  Task  Force  on 
Combatting  Terrorism:  Air  Force  Lt.  Col. 
William  Farrell,  senior  faculty  member  of 
the  U.S.  Naval  War  College:  Lt.  Col.  James 
Praser,  formerly  Chief  of  the  Terrorism 
Coimteraction  Office,  U.S.  Army:  Lt.  Kevin 
Halllnan,  Co-Commander  of  the  Joint  FBI- 
New  York  City  Terrorist  Task  Force:  and 
Ike  Pappas,  Senior  CBS  News  Correspond- 
ent. They  were  joined  in  the  program  by  150 
law  enforcement  and  related  agency  person- 
nel and  by  representatives  from  the  Federal 
Aviation  Administration,  Department  of 
Energy,  FBI,  Secret  Service,  U.S.  Marshal's 
Service.  Coast  Guard,  and  Maritime  Admin- 
istration. 

There  is  a  serious  problem  in  making  the 
American  people  aware  of  the  nature  of  this 
threat.  International  terrorism  reached  an 
all-time  high  in  1985:  480  incidents.  854  fa- 
talities. Only  seven  incidents  occurred  that 
year  in  the  United  States.  From  the  stand- 
point of  the  man-in-the-street.  terrorism 
happens  to  others.  Clearly,  Americans  must 


recognize  that  this  trend  could  be  reversed. 
Col.  Khaddafy,  Abu  Nidal,  and  their  surro- 
gates have  vowed  to  make  the  United  States 
pay  for  the  damages  inflicted  on  Libya.  For 
no  other  reason  than  "face-saving,"  we  can 
exptect  them  to  make  good  on  their  pledge- 
on  American  soil.  That  was  the  conclusion 
of  our  experts. 

Conference  pariicipants  pointed  to  two 
types  of  terrorists:  issue-oriented  indigenous 
groups  (such  as  those  we  confronted  during 
the  1960s  and  1970s,  fired  by  opposition  to 
the  Vietnam  War)  and  extremist  elements 
acting  on  behalf  of  foreign  powers.  Our 
greatest  fear  is  of  those  groups  operating 
with  the  financial  assistance  and  encourage- 
ment of  other  states. 

We  must  disabuse  ourselves  of  the  image 
of  terrorist  organizations  as  fomented  only 
by  leftist  movements,  said  the  experts. 
There  is  an  abundance  of  such  groups  in 
various  stages  of  involvement  and  organiza- 
tion posing  equally  serious  threats  from  the 
extreme  political  right. 

The  United  States  presents  an  inviting 
target  for  foreign-sponsored  terrorism.  The 
democracy  which  fosters  our  freedom  and 
protects  our  civil  liberties  also  is  weakened 
by  these  same  conditions.  Terrorists  are 
more  difficult  to  detect,  more  difficult  to 
intercept,  more  difficult  to  apprehend  and 
detain  with  the  protections  enjoyed  by  sus- 
pects and  the  accused  under  the  American 
Constitution  and  laws. 

Civilian  targets,  said  the  panelists,  are 
more  inviting  than  military  targets  and 
more  likely  the  object  of  attack  in  the  im- 
mediate future.  Terrorists  prefer  softer  tar- 
gets to  the  strict  security  and  protections 
normally  in  force  around  U.S.  military  bases 
and  similar  installations.  Our  penalties 
listed  a  number  of  likely  domestic  targets: 
nuclear  power  generating  facilities,  federal 
office  buildings  and  government  officials, 
electric  power  plants  and  grids,  water  treat- 
ment plants,  water  supplies,  and  transporta- 
tion. 

Various  measures  were  suggested  to 
remedy  deficiencies  in  our  security  to 
counter  terrorist  activities.  In  the  main, 
there  were  some  basic  proposals  for  the  ap- 
proach to  dealing  with  domestic  terrorism 
more  generally. 

First,  domestic  terrorism  must  be  recog- 
nized and  dealt  with  as  a  criminal  act.  To 
react  to  terrorism  by  purely  repressive  mea- 
surs— such  as  suspending  individual  civil  lib- 
erties—"play  into  the  hands  of  the  terror- 
ists." 

Second,  the  United  States  does  have  the 
necessary  tools  under  the  law  to  deal  with 
the  threat  of  domestic  terrorism.  The  For- 
eign Officials  Act  and  the  Comprehensive 
Crime  Control  Act  of  1984  allow  the  FBI  to 
deal  effectively  with  such  incidents  as  the 
bombings  of  the  American  embassy  in  Leba- 
non and  the  killing  of  U.S.  Marines  in  El 
Salvador.  As  the  lead  U.S.  agency  in  the 
field  of  terrorism,  the  FBI  helped  thwart  23 
planned  acts  of  terrorism  in  this  country  in 
1985. 

Third,  federal,  state  and  local  law  enforce- 
ment agencies  need  to  undertake  memoran- 
da of  understanding  as  to  jurisdiction  over 
domestic  acts  of  terrorism.  "This  will  encour- 
age greater  exchange  of  information  and 
interaction  between  the  levels  of  govern- 
ment involved  and.  in  the  event  of  major  in- 
cidents or  prospects  for  coordinated  terror- 
ist activities,  a  quick  and  effective  series  of 
responses  by  these  agencies. 

Fourth,  training  programs  for  state  and 
local  law  enforcement  agencies  should  in- 
clude terrorism  and  its  domestic  threat. 


Finally,  state  and  local  law  enforcement 
agencies  should  anticipate  terrorist  targets. 
Knowledge  that  a  target  has  been  included 
in  a  local  plan  of  protection  can  be  an  im- 
portant deterrent. 

How  likely  is  it  that  the  United  States 
faces  a  serious  threat  within  its  borders? 
Distance  from  the  safe  havens  of  interna- 
tional terrorists  make  it  difficult  to  mount 
and  sustain  a  campaign  of  terrorism  in 
America.  We  are  vulnerable,  but  knowledge 
and  understanding  should  drive  our  initia- 
tives in  combating  domestic  terrorism,  not 
fear. 


1985  ROLLCALL  OF  HEROES 

Mr.  HEINZ.  Mr.  President,  I  rise 
today  for  a  most  solemn  and  sober 
purpose.  On  behalf  of  the  Fraternal 
Order  of  Police,  I  would  like  to  take 
this  opportunity  to  pay  tribute  to  the 
149  law  enforcement  officials  who  lost 
their  lives  last  year  while  diligently 
performing  their  duties.  More  than 
half  of  these  deaths  were  the  result  of 
felonious  assault;  the  rest  were  caused 
by  tragic  accidents  and  mishaps.  Al- 
though the  cause  of  death  may  have 
varied  from  officer  to  officer,  the  qual- 
ity of  the  conscientious  service  thty 
rendered  did  not.  For  these  dedicated 
men  and  women,  and  for  the  officers 
who  gave  their  lives  in  years  past,  we 
express  our  deepest  thanks  for  their 
great  courage  and  willingness  to  go  to 
such  lengths  to  protect  our  citizens 
and  communities. 

The  finest  public  servants  and  the 
most  outstanding  citizens  make  up  our 
country's  police  forces.  They  are  the 
individuals  who  man  the  thin  blue  line 
that  protects  law-abiding  citizens  from 
injury  and  loss  of  property  and  life.  I 
can  only  hope  that  the  recognition  we 
give  here  today  will  help  their  families 
and  friends  to  realize  that  these  offi- 
cers did  not  die  in  vain. 

Since  1969.  FOP  National  Chaplain 
Virgil  D.  Penn,  Jr.,  has  conscientiously 
gathered  a  list  of  slain  officers  from 
around  the  country  who  perished 
during  the  previous  year.  Known  as 
the  Rollcall  of  Heroes,  it  is  an  ac- 
knowledgment of  their  sacrifice  and  a 
small  way  for  us  to  give  support  to 
their  families  and  loved  ones  who 
must  carry  on  with  their  own  lives, 
notwithstanding  their  and  our  tragic 
loss. 

Mr.  President,  I  ask  that  the  re- 
marks of  Chaplain  Penn  be  placed  in 
the  Record,  along  with  the  list  of  slain 
officers,  the  Rollcall  of  Heroes. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Greater  Love  Hath  No  Man 

Year  after  year  it  is  with  great  sorrow 
that  we  report  the  sacrifices  put  forth  by 
our  "Soldiers  of  Peace",  the  Law  Enforce- 
ment Officers  of  America  and  its  far  flung 
territories.  The  Grim  Reaper  respects  no 
rank  or  age  as  the  supreme  sacrifice  has 
been  made  from  the  youngest  Police  Officer 
to  the  oldest.  From  Patrolman  to  the  high- 
est officer  in  every  Police  Agency,  no  matter 
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how  small  or  large.  From  all  ethnic  groups, 
male  and  female,  on  duty  and  off  duty. 
E^rery  one  of  these  officers  gave  their  all  to 
protect  the  lives  and  properties  of  the  citi- 
zens of  America.  Over  75  of  these  brave  men 
and  women  have  given  their  lives  in  the 
battle  against  crime  in  this  great  land, 
during  1985. 

Many  of  our  Servicemen  are  lost  uphold- 
ing the  American  principles  throughout  the 
World,  as  they  wage  their  war  against  our 
enemies.  The  Law  Enforcement  Officers 
continue  their  never-ending  war  against 
the  lawless  elements  in  the  United  States. 
These  Officers  continue  their  unceasing 
battle  against  the  criminals  of  America. 
They  really  deserve  the  title,  "Soldiers  of 
Peace".  Over  and  above  the  list  of  Officers 
slain  by  felonious  assault,  there  are  dozens 
more  who  have  succumbed  due  to  heart  at- 
tacks, accidents,  daily  tension  and  trauma 
caused  by  the  unusual  changing  of  shifts 
and  the  heartrending  duty  of  taking  an- 
other person's  life  in  the  performance  of 
duty.  This  constant  strain  often  results  in  a 
complete  breakdown  and  sometimes  has  re- 
sulted in  an  Officers  suicide.  The  suicide 
rate  of  Law  Enforcement  Officers  far  ex- 
ceeds any  other  vocation.  Our  "ROLLCALL 
OP  HEROES"  does  not  include  the  thou- 
sands of  Officers  who  have  suffered  from 
physical  and  mental  violence,  which  have 
caused  them  unbearable  pain  and  hardship, 
many  times  leading  to  their  death,  lone 
after  their  injuries  had  occurred.  How  nany 
of  us  are  aware  of  these  unknown  anr  for- 
gotten tragedies?  Only  the  bereaved  family 
and  Brother  and  Sister  Officers  realize 
these  victims  have  suffered  undue  pain  and 
gave  their  lives  just  as  surely  as  those  who 
have  died  instantly.  Although  their  names 
are  not  listed,  they  too  are  heroes  and  we 
should  not  forget  them.  May  'hey,  with 
those  listed  below,  rest  in  etem.ii  peace  with 
the  heavenly  saints  above. 

We  are  respectfully  indebted  to  the 
United  States  Congress,  especially  to  former 
Congressman  Barry  M.  Goldwater.  Jr.  of 
California,  who  for  many  years  made  aware 
to  Congress  the  sacrifices  made  by  Law  En- 
forcement Officers  throughout  AmeMca, 
and  to  Senator  John  Heinz  of  Pennsylvania, 
who  has  continued  to  honor  our  fallen 
heroes.  We  sincerely  appreciate  the  respect 
given  our  men  by  the  entire  legislative  body 
of  this  great  Nation  who  have  recognized 
the  great  sacrifices  of  our  deceased  Brothers 
and  Sisters.  Thank  you  and  may  The  Good 
Lord  Bless  every  one  of  you. 
Respectfully  yours, 

Virgil  D.  Penn,  Jr., 
National  Chaplain, 
Fraternal  Order  of  Police. 

Law  Enforcement  Officers  Killed  Due  to 
Criminal  Action— 1985 

(Date  of  death,'  name  of  victim  officer, 
address  of  victim  officer's  agency) 

January  1,  1985— Officer  Carlos  A.  Velaz- 
quez Colon,  Police  of  Puerto  Rico,  G.P.O. 
Box  70166,  San  Juan.  Puerto  Rico  00936. 

January  24,  1985— Sergeant  Craig  A.  Noll- 
meyer,  Tacoma  Police  Department,  930 
Tacoma  Avenue,  South,  Tacoma,  Washing- 
ton 98402. 

January  26,  1985— Patrolwoman  Deanna 
S.  Rose,  Overland  Park  Police  Department, 
8500  Antioch  Street,  Overland  Park,  Kansas 
66212. 

January  26,  1985— Deputy  Game  Warden 
James  C.  Vines,  Alabama  Department  of 


1  This  date  may  not  coincide  with  the  date  of  the 
assault  causing  the  death. 


Conservation  and  Natural  Resources,  64 
North  Union  Street,  Montgomery,  Alabama 
36130. 

January  29,  1985— Sergeant  Joseph  M. 
Coumoyer,  Metropolitan  Police  Depart- 
ment, 300  Indiana  Avenue,  Northwest, 
Washington,  D.C.  20001. 

February  2,  1985— Detective  Gary  L. 
Ward,  OlUahoma  City  Police  Department, 
700  Couch  Drive,  Oklahoma  City,  Oklaho- 
ma 73102. 

February  10,  1985— Lieutenant  Timothy  J. 
Sullivan,  Anaconda  Police  Department,  An- 
aconda, Montana  59711. 

February  14,  1985— Oflicer  John  T.  Scan- 
Ion,  Robbinsdale  Police  Department,  4145 
Hubbard  Avenue,  North.  Robbinsdale.  Min- 
nesota 55422. 

February  18.  1985— Patrolman  Robert  A. 
Way,  North  Charleston  Police  Department, 
Post  Office  Box  10100.  North  Charleston, 
South  Carolina  29411. 

February  24,  1985— Patrolman  Gary  Sty- 
miloski,  Westchester  County  Parkway 
Police,  Saw  Mill  River  Parkway,  Hawthorne, 
New  York  10532. 

February  26.  1985- -Deputy  Barry  L.  Pen- 
drey,  Roanoke  City  Sheriff's  Office,  317 
Church  Avenue,  Roanoke,  Virginia  24016. 

March  2,  1985— T~ooper  James  A.  FYoems- 
dorf,  Missouri  State  Highway  Patrol,  Post 
Office  Box  568,  Jefferson  City,  Missouri 
65102. 

March  4.  1985— Patrolman  John  Fallis, 
Pine  Bluff  Police  Department.  200  East 
Eighth  Street,  Pine  Bluff,  Arkansas  71601. 

March  4,  1985— Sergeant  Isidro  Rodriguez 
Monclova,  Police  of  Puerto  Rico,  G.P.O. 
Box  70166,  San  Juan,  Puerto  Rico  00936. 

March  7.  1985— Criminal  Investigator  En- 
rique Salazar  Camarena.  Drug  Enforcement 
Administration.  1405  Eye  Street,  Northwest, 
Washington,  D.C.  20537. 

March  10,  1985— Patrolman  Kevin  J.  Wil- 
liams, Huntsville  Police  Department,  1220 
11th  Street,  Huntsville,  Texas  77340. 

March  12,  1985— Patrol  Officer  Harvey  G. 
Lawson,  Jr.,  Clarksville  Police  Department, 
Post  Office  Box  1147,  Clarksville,  Virginia 
23927. 

March  15,  1985— Officer  Abigail  Powlett. 
Plainfield  Police  Department,  200  East 
Fourth  Street,  Plainfield.  New  Jersey  07060. 

March  19.  1985— Patrolman  Leonard  R. 
Lesnieski.  Patrolman  Rosario  J.  Collura. 
Milwaukee  Police  Department.  749  West 
State  Street.  Milwaukee.  Wisconsin  53233. 

March  21.  1985— Chief  Billy  E.  Jones.  Lor- 
enzo Police  Department.  Post  Office  Box 
430.  Lorenzo.  Texas  79343. 

March  27.  1985 -Officer  Thomas  E. 
Strunk.  Billerica  Police  Department.  Con- 
cord Road.  Billerica.  Massachu.setts  01821. 

March  27.  1985— Patrolman  Ronald  J. 
Turek.  Blair  Township  Police  Department. 
575  Cedarcrest  Drive,  Duncarisville,  Penn- 
sylvania 16635. 

March  31,  1985— Officer  Thomas  E.  Riggs. 
San  Diego  Police  Department,  801  West 
Market  Street,  San  Diego,  California  92101. 

April  4,  1985— Sergeant  James  A.  Bevis, 
Jackson  County  Sheriff's  Department,  Post 
Office  Box  919,  Marianna,  Florida  32446. 

April  4,  1985— Agent  Pablo  Ramirez  Mo- 
rales. Police  of  Puerto  Rico.  G.P.O.  Box 
70166.  San  Juan.  Puerto  Rico  00936. 

April  6.  1985— Deputy  Clifford  E.  Sanchez. 
San  Bernardino  Sheriff's  Office.  351  North 
Arrowhead  Avenue.  San  Bernardino.  Cali- 
fornia 92415. 

April  9.  1985— Trooper  Giles  A.  Harmon. 
North  Carolina  SUte  Highway  Patrol.  512 
North  SalUbury  Street.  Raleigh.  North 
Carolina  27611. 


April  11,  1985-Sheriff  George  E.  Ooare. 
Webster  County  Sheriffs  Department.  Post 
Office  Box  55.  Preston.  Georgia  31824. 

April  12.  1985— Trooper  Leo  Whitt.  Virgin- 
ia SUte  Police.  Post  Office  Box  27472.  Rich- 
mond. Virginia  23261. 

April  15.  1985— Trooper  Jimmie  E.  Line- 
gar,  Missouri  State  Highway  Patrol.  Post 
Office  Box  568.  Jefferson  City.  Missouri 
65102. 

April  20.  1985— Patrolman  John  R. 
Tucker,  Fort  Gay  Police  Department,  Post 
Office  Box  336,  Fort  Gay.  West  Virginia 
25514. 

April  23.  1985— Officer  Dale  E.  Eggers.  Se- 
attle Police  Department.  610  Third  Avenue, 
Seattle.  Washington  98104. 

April  24.  1985— Corporal  J.N.  Schulte, 
Mobile  Police  Department.  51  Government 
Street.  Mobile.  Alabama  36602. 

April  25.  1985— Patrolman  Phillip  B. 
Mathis,  Atlanta  Police  Department.  175  De- 
catur Street.  AtlanU.  Georgia  30303. 

May  1,  1985— Trooper  Oren  S.  Hindman, 
South  Dakota  Highway  Patrol.  500  East 
Capitol  Avenue.  Pierre,  South  Dakota 
57501. 

May  8.  1985— Agent  in  Charge  William  R. 
Stewart.  Oidahoma  Bureau  of  Narcotics  and 
Dangerous  Drugs.  Post  Office  Box  53344. 
State  Capitol  SUtion.  Oklahoma  City.  Okla- 
homa 73152. 

May  10.  1985— Officer  Ignatius  J.  Charlie. 
Alakanuk  Police  Department.  Alakanuk. 
Alaska  99554. 

May  14.  1985— Trooper  Raymond  E. 
Worley.  North  Carolina  State  Highway 
Patrol.  512  North  Salisbury  Street.  Raleigh. 
North  Carolina  27611. 

May  20.  1985— Deputy  Charles  W.  Biles. 
Morgan  County  Sheriff's  Office.  Post  Office 
Box  668.  Decatur.  Alabama  35601. 

May  21,  1985-Officer  John  W.  Mann. 
Trafford  Police  Department.  Post  Office 
Box  97,  Trafford.  Alabama  35172. 

May  28,  1985— Officer  Thomas  J.  Trench. 
Philadelphia  Police  Department.  Eighth 
and  Race  Streets,  Philadelphia.  Pennsylva- 
nia 19106. 

June  1.  1985— Deputy  George  L.  Arthur. 
Los  Angeles  County  Sheriff's  Department. 
211  West  Temple  Street.  Los  Angeles.  Cali- 
fornia 90012. 

June  3.  1985-Lake  Ranger  Darrell  E. 
James.  City  of  Duncan,  City  Hall.  Post 
Office  Box  969,  Duncan.  Oklahoma  73533. 

June  5.  1985— Patrolman  Johnnie  C. 
Corbin.  St.  Louis  Metropolitan  Police  De- 
partment. 1200  Clark  Street.  St.  Louis.  Mis- 
souri 63103. 

June  18.  1985-Officer  Harold  L.  Vitale. 
Saugus  Police  Department,  6  Taylor  Street, 
Saugus,  Massachusetts  01906. 

June  30,  1985-Deputy  Adrian  Salazar 
Aguilar,  Bexar  County  Sheriff's  Office,  218 
South  Laredo  Street,  San  Antonio,  Texas 
78204. 

July  12,  1985— Detective  Wayne  G.  King, 
Chicago  Police  Department,  1121  South 
State  Street,  Chicago,  Illinois  60605. 

July  14,  1985— Patrolman  Gerald  W. 
Mork.  lola  Police  Department.  165  North 
Main  Street.  lola.  Wisconsin  54945. 

July  16.  1985— Officer  Timothy  W.  Whit- 
tington.  Charlotte  Police  Department.  825 
East  Fourth  Street.  Charlotte.  North  Caroli- 
na 28202. 

July  29.  1985— Officer  Henry  Bunch.  San 
Jose  Police  Department.  201  West  Mission 
Street.  San  Jose,  California  95110. 

August  9.  1985— Officer  Myron  J.  Massey. 
Fairfield  Police  Department.  Post  Office 
Box  177.  Fairfield,  Alabama  35064. 
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Augijst  16.  1985— Officer  Elabio  Aponte 
Rivera.  Police  of  Puerto  Rico,  G.P.O.  Box 
70166.  San  Juan.  Puerto  Rico  00936. 

August  25,  1985— Patrolman  Jose  Cis- 
neros.  Solano  County  Sheriff's  Office.  500 
Texas  Street.  Fairfield.  California  94533. 

August  28,  1985— Detective  Albert  J. 
Mallen.  Sr..  New  Jersey  State  Police.  Post 
Office  Box  7068.  Trenton.  New  Jersey 
08625. 

August  29.  1985— Officer  Ramon  t,uis 
Reyes  Rosa.  Police  of  Puerto  Rico.  C  ?.C. 
Box  70166.  San  Juan.  Puerto  Rico  009  :G. 

August  29.  1985— Detective  Cf>a  U'l;  D. 
Heinrich.  El  Paso  Police  Department.  500 
East  San  Antonio  Street.  El  Paso,  Texas 
79901. 

August  30.  1985— Trooper  Paul  L.  Hutch- 
ins.  Michigan  State  Police.  714  South  Harri- 
son Road.  East  Lansing.  Michigan  48823. 

September  13.  1985— Special  Agent  in 
Charge  John  T.  King  III.  Georgia  Bureau  of 
Investigation.  Post  Office  Box  1109.  Mill- 
edgevlile.  Georgia  31061. 

September  13.  1985— Patrolman  Daniel  M. 
McPherren.  Newton  Police  Department.  115 
North  Second  Avenue.  Newton.  Iowa  50208. 

September  14.  1985— Trooper  Robert  L. 
Coggins.  North  Carolina  Stale  Highway 
Patrol.  512  North  Salisbury  Street.  Raleigh. 
North  Carolina  27611. 

September  21.  1985— Patrol  Officer  David 
W.  Roberts.  Paris  Police  Department.  811 
Bonham  Street.  Paris.  Texas  75460. 

September  23.  1985— Officer  Osvaldo  San- 
tiago Oliver.  Police  of  Puerto  Rico.  G.P.O. 
Box  70166.  San  Juan.  Puerto  Rico  00936. 

September  27.  1985— Trooper  Bruce  K. 
Smalls.  South  Carolina  Highway  Patrol. 
Post  Office  Box  191.  Columbia.  South  Caro- 
lina 29202. 

September  30.  1985— Deputy  John  R. 
Klem  III.  Forrest  County  Sheriff's  Depart- 
ment. 316  Forrest  Street.  Hattiesburg.  Mis- 
sissippi 39401. 

October  17.  1985— Investigator  Michael  W. 
Ridges.  Cook  County  Sheriffs  Department. 
1401  South  Maybrook  Drive.  Maywood.  Illi- 
nois 60153. 

October  31.  1985— Detective  Thomas  C. 
Williams.  Los  Angeles  Police  Department. 
150  North  Los  Angeles  Street.  Los  Angeles. 
California  90012. 

November  1.  1985 -Deputy  Richard  A. 
Kent  III.  Tangipahoa  Parish  Sheriff's 
Office.  Post  Office  Box  727.  Amite,  Louisi- 
ana 70422. 

November  5,  1985— Patrolman  Kenneth  R. 
Dawson.  Wheeling  Police  Department.  255 
West  Dundee  Road.  Wheeling.  Illinois 
60090. 

November  11.  1985— Sergeant  James  D. 
Mitchell.  Amarillo  Police  Department.  609 
Pierce  Street.  Amarillo.  Texas  79101. 

November  12.  1985  and  November  15. 
1985— Patrolman  Michael  J.  Schiavina  and 
Patrolman  Alain  Y.J.  Beauregard.  Spring- 
field Police  Department.  130  Pea/ 1  Street. 
Springfield.  Massachusetts  01103. 

November  18.  1985— Officer  Vincent  J. 
Adolfo.  Baltimore  Police  Department.  601 
East  Fayette  Street.  Baltimore.  Maryland 
21202. 

November  26.  1985  and  December  18. 
1985— Sergeant  Nathaniel  H.  Taylor  and  Of- 
ficer Robert  E.  Walls.  Essex  County  Sher- 
iff's Office.  New  Courts  Building.  Newark. 
New  Jersey  07102. 

November  28.  1985— State  Constable 
Valdon  O.  Keith.  Greenville  County  Sher- 
iffs Office.  4  McGee  Street.  Greenville. 
South  Carolina  29601. 

December  13.  1985— Lieutenant  John  P. 
Frisco.  Windcrest  Police  Department.  8601 
Midcrown  Street.  Windcrest.  Texas  78239. 


December  28.  1985— Officer  Alma  B.  Wal- 
ters. Meridian  Police  Department,  2415 
Sixth  Street.  Meridian,  Mississippi  39301. 

Law  Enforcement  Officers  Accidentally 
Killed— 1985 

January  2.  1985— Officer  Manuel  Salcido, 
Jr..  U.S.  Border  Patrol.  Carrizo  Springs. 
Texas  78834. 

January  11.  1985— Criminal  Investigator 
Larry  N.  Carwell.  Drug  Enforcement  Ad- 
ministration. 1405  Eye  Street.  Northwest. 
Washington,  D.C.  20537. 

January  19.  1985— Corporal  Robert  E. 
Armstrong.  Dothan  Police  Department,  111 
North  Saint  Andrews  Street,  Dothan.  Ala- 
bama 36303. 

January  22.  1985— Deputy  Raymond  H. 
Topolewski,  Will  County  Sheriff's  Depart- 
ment. 14  West  Jefferson  Street.  Joliet.  Illi- 
nois 60431. 

February  1.  1985— Patrolman  Manuel 
Olivas.  New  Mexico  State  Police.  Post 
Office  Box  1628.  Santa  Pe.  New  Mexico 
87504. 

February  2.  1985— Patrolman  Jeffrey  G. 
Casner.  Berlin  i^olice  Department.  240  Ken- 
sington Road.  Kensington,  Connecticut 
06037. 

February  3,  1985— Trooper  Gary  W. 
Fisher,  Pennsylvania  State  Police,  Region  V 
Strike  Force.  Armbrust.  Pennsylvania  15616. 

February  5.  1985- Sheriff  Joseph  R. 
Steenbergen.  Collin  County  Sheriff's  De- 
partment. McKinney.  Texas  75069. 

February  9.  1985— Officer  David  H. 
Massel.  Woodlawn  Police  Department. 
10143  Woodlawn  Boulevard.  Cincinnati. 
Ohio  45215. 

February  14.  1985-Trooper  John  J. 
Brown.  Pennsylvania  State  Police.  1800  El- 
merton  Avenue.  Harrisburg.  Pennsylvania 
17110. 

March  1.  1985— Officer  David  W.  Parker. 
Honolulu  Police  Department.  1455  South 
Beretania  Street.  Honolulu.  Hawaii  96814. 

March  9.  1985— Deputy  Richard  D.  Glass. 
Mason  County  Sheriff's  Office.  Post  Office 
Box  1037.  Shelton.  Washington  98584. 

March  11.  1985-Sheriff  Matthew  V.  Scho- 
field.  Haakon  County  Sheriff's  Department. 
Post  Office  Box  249.  Philip.  South  Dakota 
57567. 

March  23.  1985— Trooper  Lindell  J.  Gib- 
bons. Florida  Highway  Patrol.  Troop  F. 
Naples.  Florida  33940. 

March  30.  1985— Investigator  Michael  O. 
Lewis.  District  Attorney's  Office.  San  Ber- 
nardino County.  316  North  Mountain  View- 
Avenue.  San  Bernardino.  Calif oria  92415. 

April  6,  1985-Officer  David  W.  Coplenian. 
California  Highway  Patrol.  4656  Valentine 
Road.  Ventura.  California  93006. 

April  19.  1985-Trooper  William  P.  Kohl- 
leppel  III.  Texa.s  Department  of  Public 
Safety.  Post  Office  Box  4143.  Austin.  Texas 
78765. 

April  28.  1985-Chief  Deputy  Lewis  W. 
Wahl.  Crockett  County  Sheriff's  Depart- 
ment. Post  Office  Box  1931.  Ozona.  Texas 
76943. 

April  29.  1985-Officer  James  A.  Bradley. 
Oilton  Police  Department.  Post  Office  Box 
175.  Oilton.  Oklahoma  74052. 

May  9.  1985— Officer  Dean  A.  Whitehead. 
Lansing  Police  Department.  120  West  Michi- 
gan Avenue.  Lansing.  Michigan  48933. 

May  13.  1985— Corporal  Darrell  D. 
McCloud.  Maricopa  County  Sheriff's  Office. 
120  South  First  Avenue.  Phoenix.  Arizona 
85003. 

May  19.  1985-Deputy  Walter  N.  Coleman. 
Camden  County  Sheriff's  Department.  Post 
Office  Box  699.  Woodbine.  Georgia  31569. 


May  20,  1985— Constable  David  E.  Nelson, 
Constable's  Department,  Precinct  3,  Travis 
County,  3010  South  Lamar  Street,  Austin. 
Texas  78704. 

May  23,  1985— Patrolman  Donald  W. 
Parker,  Jr..  Bureau  of  Police,  626  State 
Street,  Erie,  Pennsylvania  16501. 

May  24.  1985— Trooper  Glenda  D. 
Thomas,  Washington  State  Patrol,  District 
2.  2803  156th  Avenue.  Southeast.  Bellevue, 
Washington  98007. 

May  25,  1985— Corporal  Larry  D.  Cawyer, 
Alabama  Department  of  Public  Safety.  Post 
Office  Box  1511,  Montgomery,  Alabama 
36192. 

May  27.  1985— Criminal  Investigator 
Lowry  D.  Durington,  Healdton  Police  D  •- 
partment,  310  Franklin  Street.  Healdton, 
Oklahoma '.3438. 

June  9.  1985— Deputy  James  E.  Simono, 
Elmore  County  Sheriff's  Department,  Post 
Office  Box  665,  Mountain  Home,  Idaho 
83647. 

June  14,  1985— Agent  Lester  L.  Haynie, 
U.S.  Border  Patrol.  350  First  Street,  Yuma, 
Arizona  85364. 

June  16.  1985— Trooper  Charles  G.  Whit- 
ney. Iowa  State  Patrol.  Post  9,  1510  West 
First  Street.  Cedar  Falls.  Iowa  50613. 

July  5.  1985— Trooper  Jody  S.  Dye,  Ohio 
State  Highway  Patrol.  660  East  Main  Street. 
Columbus.  Ohio  43266. 

July  5.  1985— Patrolman  William  R. 
Burns.  Radcliff  Police  Department.  411 
West  Lincoln  Trail  Boulevard.  Radcliff. 
Kentucky  40160. 

July  11.  1985-Trooper  Jonathan  D. 
Harris.  West  Virginia  Department  of  Public 
Safety.  725  Jefferson  Road.  South  Charles- 
ton. West  Virginia  25309. 

July  20.  1985— Corporal  Thomas  L.  Harris. 
Dallas  Police  Department.  2014  Main 
Street.  Dallas.  Texas  75201. 

July  23.  1985-Sergeant  Gerald  G.  Chir- 
rick.  Corporal  Virgle  D.  Knight.  Jr..  Deputy 
Ronald  A.  Terwilliger.  Douglas  County 
Sheriffs  Office.  Post  Office  Box  1757.  Ro.se- 
burg.  Oregon  97470. 

July  28.  1985— Patrolman  Roy  L.  Graham. 
Sumpter  Police  Department.  23483  Sumpter 
Road.  Belleville.  Michigan  48111. 

August  1.  1985— Deputy  Robert  A.  Van 
Alyne.  Jr..  Laramie  County  Sheriff's  De- 
partment. Post  Office  Box  787.  Cheyenne. 
Wyoming  82003. 

August  5.  l'>85— Deputy  Monty  L.  Conley. 
Deputy  Joe  R.  Landin.  Tulare  County  Sher- 
iff's Department.  County  Civic  Center.  Visa- 
lia.  California  93291. 

August  6.  1985— Deputy  Robert  D.  Wright. 
Williamson  County  Sheriff's  Office.  George- 
town. Texas  78626. 

August  10.  1985— Corporal  Phillip  G.  Os- 
termann.  Arkansas  State  Police.  Post  Office 
Box  5901.  Little  Rock.  Arkansas  72215. 

August  14.  1985— Officer  Raymond  E. 
Miller.  California  Highway  Patrol,  4040 
Pierce  Road.  Bakersfield.  California  93308. 

August  16.  1985— Patrolman  Thomas  J. 
Dietzman.  Jr..  Aurora  Police  Department, 
15001  East  Aiameda  Drive.  Aurora,  Colora- 
do 80012. 

August  21.  1985— Officer  Dean  J.  Esquibel. 
California  Highway  Patrol.  Post  Office  Box 
898.  Sacramento.  California  95804. 

August  23.  1985— Patrolman  Roy  H. 
Mardis.  Division  of  Police.  134  East  Main 
Street.  Lexington.  Kentucky  40507. 

August  31.  1985— Patrolman  Issac  D. 
Hamby.  Hanceville  Police  Department,  103 
Magnolia.  Avenue.  Hanceville.  Alabama 
35077.. 

Septeniber  3.  1985— Deputy  Reginald  F. 
Norwood,  Harris  County  Sheriff's  Depart- 
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ment,  1301  Franklin  Street,  Houston,  Texas 
77002. 

September  5,  1985— Patrolman  Oronzo  L. 
Cellamare,  Utica  Police  Department,  413 
Orlnskany  Street,  West  Utlca,  New  York 
13502. 

September  6,  1985— Officer  William  H. 
Fordham,  Bergen  County  Police  Depart- 
ment, Hackensack,  New  Jersey  07602. 

September  8,  1985— Patrolman  Johnny  W. 
Wagner,  Ranlo  Police  Department,  1624 
Spencer  Mountain  Road,  Gastonia,  North 
Carolina  28054. 

September  16,  1985— Officer  Leslie  P.  Hol- 
lers, Rapid  City  Police  Department,  300 
Kansas  City  Street,  Rapid  City,  South 
Dakota  57701. 

September  27.  1985— Deputy  Louie  E. 
Cosby,  Shelby  County  Sheriffs  Depart- 
ment, Post  Office  Box  1095,  Columbiana, 
Alabama  35051. 

October  2,  1985— Sergeant  John  C.  Baxter, 
Jr.,  Florida  Highway  Patrol,  Neil  Kirkman 
Building,  Tallahassee.  Florida  32307. 

October  4,  1985— Special  Agent  Robin  L. 
Ahrens,  Federal  Bureau  of  Investigation, 
2721  North  Central  Avenue,  Phoenix,  Arizo- 
na 85004. 

October  7,  1985— Officer  Pedro  A.  Burgos 
LaCourt,  Officer  Pilar  H.  Lopez,  Officer 
Martinez  H.  Ortiz,  Sergeant  Malendiz  F. 
Diaz,  Police  of  Puerto  Rico.  G.P.O.  Box 
70166.  San  Juan,  Puerto  Rico  00936. 

October  8.  1985— Officer  Richard  J.  Lear, 
Baltimore  Police  Department,  601  East  Fa>- 
ette  Street,  Baltimore,  Maryland  21202. 

October  9,  1985— Lieutenant  G.  D.  Honea. 
Anderson  County  Sheriff's  Department,  704 
Avenue  A,  Palestine,  Texas  75801. 

October  12,  1985— Deputy  Walter  L. 
Terry,  Smith  County  Sheriff's  Department, 
Post  Office  Box  90,  Tyler,  Texas  75710. 

October  15,  1985— Patrolman  John  R.  Me- 
lendez,  Bal  Harbour  Police  Department,  655 
96th  Street,  Bal  Harbour,  Florida  33154. 

November  13,  1985— Officer  Charles 
O'Hanlon,  Philadelphia  Police  Department, 
Eighth  and  Race  Streets,  Philadelphia, 
Pennsylvania  19106. 

November  23,  1985— Deputy  Joseph  W. 
Jarreau,  Sr.,  West  Baton  Rouge  Sheriff's 
Office,  Port  Allen,  Louisiana  70767. 

November  26,  1985— Trooper  Thomas  F. 
Hudson.  New  York  State  Police.  Division 
Headquarters.  Building  22,  State  Campus, 
Albany.  New  York  12207. 

December  6.  1985— Officer  Jackie  C.  Gray, 
Sr.,  Metropolitan  Police  Department,  300 
Indiana  Avenue,  Northwest.  Washington, 
D.C.  20001. 

December  10,  1985— Deputy  Donald  E. 
Rice,  Eaton  County  Sheriff's  Department, 
117  West  Harris  Street,  Charlotte,  Michigan 
48813. 

December  12,  1985— Officer  Manuel  A. 
Aquino,  Guam  Police  Department,  287  West 
O'Brien  Drive,  Agana,  Guam  96910. 

December  13,  1985— Patrolman  Vaughn  E. 
Kee,  Mount  Pleasant  Police  Department, 
Post  Office  Box  296,  Mont  Pleasant,  South 
Carolina  29464. 

1985  National  Police  Prayer 
Eternal  God,  Our  Heavenly  Father,  we 
pray  that  You  will  accept  the  souls  of  our 
departed  Brother  and  Sister  Officers.  They 
have  paid  the  supreme  sacrifice  in  protect- 
ing the  lives  and  properties  of  the  citizens  of 
America.  We  bow  in  humble  reverence  to 
the  memory  of  these  brave  officers  whose 
labors  on  Earth  are  o'er.  We  pray  that  You 
will  comfort  their  survivors  who  bear  the 
burden  of  their  sorrows.  We  ask  Thee  to  lift 
up  their  spirits  and  remove  all  rebellion 


from  their  hearts.  Help  them  to  realize  that 
their  loved  ones  have  earned  the  Heavenly 
reward  for  the  dedicated  work  they  have  ac- 
complished on  this  Earth.  We  pray  Al- 
mighty God  that  our  deceased  comrades  will 
rest  in  Thy  loving  care  and  we  will  all  be  re- 
united on  that  glorious  day  of  Resurrection. 
This  we  ask  in  the  honor  of  Thy  name  both 
now  and  forever  more. 


THE  REAGAN  ADMINISTRATION 
AND  NUCLEAR  WEAPONS 

Mr.  BRADLEY.  Mr.  President,  on 
September  10  my  distinguished  col- 
league from  Delaware,  Mr.  Biden,  ad- 
dressed the  National  Press  Club  on  the 
important  subject  of  the  nuclear  arms 
race.  His  speech  entitled  "The  Reagan 
Administration  and  Nuclear  Weap- 
ons," is  an  important  contribution  to 
the  ongoing  discussion  and  debate  on 
this  fundamental  issue.  I  ask  unani- 
mous consent  that  this  timely  and 
thoughtful  analysis  be  inserted  in  the 
Congressional  Record. 

There  being  no  objection,  the  analy- 
sis was  ordered  to  be  printed  in  the 
Record,  as  follows: 

The  Reagan  Administration  and  Nuclear 
Weapons:  a  Smokescreen  of  Mythology; 
a  FVture  Less  Secure 

(Remarks  by  Senator  Joseph  R.  Biden.  Jr.. 

to  the  National  Press  Club) 
Members  of  the  National  Press  Club, 
ladies  and  gentlemen.  I  appreciate  the  op- 
portunity to  speak  to  the  Press  Club  today 
on  a  matter  fundamental  to  America's 
future.  My  subject  is  the  nuclear  arms 
race— specifically,  the  ominous  failure 
during  this  Administration  of  efforts  to  con- 
tain that  race. 

THE  AMERICAN  CONTEXT 

Let  me  first  place  the  issue  in  context.  I 
believe  that  the  period  now  before  us.  start- 
ing with  the  Congressional  elections  in  No- 
vember and  culminating  in  the  Presidential 
election  of  1988.  represents  a  political  water- 
shed more  significant  than  any  in  a  genera- 
tion. The  "American  Century"  described  by 
Henry  Luce  is  drawing  to  a  close;  and  as  a 
new  century  approaches,  the  people  of  the 
United  States  confront  questions  that  will 
shape  our  national  life— our  continued 
preeeminence  or  decline— for  decades  to 
come: 

Economically,  our  deficits  and  interna- 
tional debt  pose  challenges  greater  than  any 
since  the  Depression. 

On  critical  issues  of  social  justice,  the 
Reagan  years  have  raised,  but  left  unre- 
solved, profound  questions  about  the  role  of 
government  in  addressing  human  needs  not 
met  by  the  market. 

In  the  judiciary,  the  bastion  of  our  demo- 
cratic system,  the  American  people  must  de- 
termine whether  to  grant  or  deny  further 
power  to  those  who  would  impose  a  new  and 
radically  conservative  interpretation  of  the 
Constitution  and  the  Bill  of  Rights. 

And  in  national  security  policy— the  very 
basis  for  our  survival  as  a  people  and 
nation— we  face  perhaps  the  gravest  ques- 
tion of  all,  posed  by  an  Administration  that 
is  moving  to  eliminate  the  entire  framework 
governing  superpower  arsenals  now  capable 
of  annihilating  all  civilization. 

In  the  months  ahead,  each  of  these  issues 
will  warrant  the  full  attention  of  the  Ameri- 
can people.  Today,  I  shall  focus  on  the  most 


fundamental  issue— survival  in  the  nuclear 
age. 

THE  u.s.-sovirr  context 

Let  me  begin  by  seeking  to  clarify  the  re- 
lationship between  arms  control  and  a 
second  Reagan-Gorbachev  summit,  especial- 
ly in  light  of  the  recent  Soviet  seizure  of 
American  journalist  Nicholas  Danilof  f . 

Public  discussion  has  been  greatly  con- 
fused, I  believe,  by  a  mistaken  belief  that 
summits  can  l>e  used  to  negotiate  arms  con- 
trol. Postwar  history  demonstrates  quite  the 
contrary.  Arms  control  depends  not  on  any 
cordiality  that  develops  l>etween  two  super- 
power leaders  during  a  fireside  chat,  but 
rather  on  serious,  purposeful  negotiation 
conducted  over  a  period  of  many  months 
and  years. 

Summits  can,  however,  serve  two  impor- 
tant purposes:  to  improve  an  already  prom- 
ising atmosphere  and  to  finalize  and  com- 
memorate agreements  on  which  the  prepon- 
derence  of  work  has  already  been  done.  Cur- 
rently neither  of  those  conditions  exists. 
The  Kremlin's  decision  to  hold  an  innocent 
American  journalist  hostage  is  a  calculated, 
public  affront  to  American  principles.  And 
the  two  sides  are  still  far  apart  on  the  fun- 
damental issues  of  arms  control,  not  least 
because  for  six  years  the  Administration  has 
failed  to  bargain  seriously 

Summitry  and  the  seizing  of  Mr.  Daniloff 
both  fall  into  the  same  category;  They  re- 
flect the  degree  of  amicability  and  behavior- 
al decency  in  the  relationship:  and  it  is  ap- 
propriate if  necessary  for  the  United  States 
to  link  the  two.  In  a  completely  different 
category  is  nuclear  arms  control,  which 
cannot  be  negotiated  at  a  summit,  which 
has  an  historic  urgency  precisely  because  of 
the  superpowers'  adversarial  relationship, 
and  which  should  proceed  without  linkage 
to  transitory  issues,  however  severe. 

Secretary  Gorbachev  has  spoken  fre- 
quently in  recent  weeks  to  express  his  d^'ire 
for  arms  control,  and  his  insistence  thai  a 
second  summit  not  be  simply  cosmetic.  But 
if  the  seizure  of  Daniloff  represents  an 
effort  by  the  Soviet  leadership  to  criticize 
the  Administration's  arms  control  posture, 
it  has  chosen  an  utterly  stupid  and  self-de- 
feating way  to  do  so.  Whereas  heretofore 
the  Administration  has  used  summitry  as  a 
substitute  for  arms  control,  a  summit  break- 
down would  provide  an  excuse  for  the  ab- 
sence of  arms  control.  In  sum.  the  Kremlin's 
outrageous  treatment  of  Daniloff  can  only 
give  satisfaction  to  those  whose  purpose  is 
to  derail  arms  control  trough  one  means  or 
another. 

The  Daniloff  issue  underscores  our  pro- 
found differences  with  the  Soviet  Union, 
and  is  an  outrage  which  should  be  handled 
without  a  spirit  of  compromise.  But  in  the 
continuing  American  debate,  which  reflects 
the  freedom  we  possess  and  Soviet  citizens 
do  not.  this  episode  should  not  be  allowed  to 
distract  attention  from  the  bankruptcy  of 
the  Reagan  Administration's  policy  on  nu- 
clear arms  control,  to  which  I  shall  now 
turn. 

THE  NUCLEAR  FRAMEWORK  IN  JEOPARDY 

Four  decades  ago  on  the  New  Mexico 
desert,  the  world  was  changed,  and  changed 
utterly,  by  a  destructive  miracle  of  science. 
As  that  first  atomic  blast  mushroomed  into 
the  heavens,  the  scientist  who  had  led  the 
American  effort  that  produced  this  apoca- 
lyptic vision.  J.  Robert  Oppenheimer. 
sought  to  express  the  Immensity  of  what 
makind  had  done— and  what  could  never  be 
undone.  He  found  it  expressed  In  the  words 
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of  a  Hindu  holy  poem:  "I  am  become  Death, 
the  shatterer  of  Worlds." 

Since  then,  man  has  survived  in  the  nucle- 
ar age  through  a  combination  of  wisdom 
and  luck  that  offers  little  reason  for  com- 
placency. Knowledge  of  the  atom  has  prolif- 
erated among  men  and  nations.  And  the 
technology  for  hurling  its  destructive  power 
to  distant  targets— by  what  experts  now 
clinically  call  "strategic  nuclear  delivery  ve- 
hicles"—advances  steadily  by  the  day.  pro- 
pelled by  a  bitter  competition  between  the 
world's  two  superpowers.  But  worse  still,  we 
see  today  a  sustained  assault  on  the  struc- 
ture carefully  erected,  over  two  decades,  to 
contain  this  destructive  power— a  protective 
barrier  of  negotiated  superpower  agree- 
ments now  imperiled  by  an  Administration 
whose  policy  represents  an  amalgam  of  ide- 
ology, ignorance,  and,  I  'jelieve,  historic  irre- 
sponsibility. 

Administration  policy  on  arms  control  is 
shaped  by  one  premise  not  in  dispute— that 
the  Soviet  Union  cannot  be  trusted.  But  it  is 
driven  also  by  certain  deep-seated  ideologi- 
cal beliefs  which  have  proven  both  dubious 
aind  dangerous: 

First  among  these  is  a  visceral  rejection  of 
the  Soviet  Union  as  an  equal,  whether  as  a 
nuclear  adversary  or  as  a  partner  in  agree- 
ments that  enhance  nuclear  stability. 

Equally  strong  is  an  assumption  that  arms 
control  agreements  are  a  dangerous  placebo 
for  Western  public  opinion,  weakening  the 
national  will  necessary  for  an  adequate  de- 
fense. 

And  third  is  an  implicit  conviction  that 
nuclear  weapons  represent  an  arena  of  su- 
perpower competition  that  is  actually  ad- 
vantageous to  the  United  States,  and  that  a 
combination  of  will  power  and  technology 
can  somehow  return  us  to  the  halcyon  days 
of  American  nuclear  superiority. 

Together.  I  submit,  these  attitudes  reflect 
an  unwillingness  to  accept  international  re- 
ality, a  lack  of  faith  in  the  American  people, 
and  a  distorted  faith  in  technology.  They 
give  life  to  an  ideology  that  has  halted  all 
progress  in  nuclear  arms  control,  while  mo- 
tivating a  deliberate  effort  to  dismantle  the 
entire  arms  control  framework  previously 
erected. 

In  the  control  of  offensive  systems,  the 
Administration  has  repudiated  a  SALT 
regime  that  constitutes  the  only  existing 
constraint  on  U.S.  and  Soviet  bombers  and 
missiles— an  ill-considered  act  holding  enor- 
mous potential  costs  to  American  security 
and  no  apparent  gains. 

On  issues  of  compliance,  the  Administra- 
tion has  repeatedly  exaggerated  the  extent 
and  significance  of  Soviet  violations,  while 
launching  an  outright  attack  on  the  only  es- 
tablished forum  for  resolving  compliance 
issues. 

On  the  question  of  nuclear  testing,  the 
Administration  has  refused  to  ratify  the 
Threshold  Test  Ban  Treaty  and  has  re- 
versed the  position  of  our  last  six  Presidents 
by  refusing  even  to  consider  negotiations  on 
a  Comprehensive  Test  Ban. 

Finally,  but  most  fundamentally.  Adminis- 
tration policy  has  undermined  the  essential 
equation  of  all  arms  control,  which  is  that 
In  order  to  limit  and  then  reduce  offensive 
arms,  defensive  arms  must  also  t>e  con- 
strained. That  equation's  logic  is  this:  that 
either  superpower— if  confronted  by  anti- 
missile defenses  even  of  uncertain  reliabil- 
ity, and  such  uncertainty  is  inherent— will 
be  compelled  in  its  own  interest  to  multiply 
its  offensive  systems  to  the  point  of  at)so- 
lute  assurance  that,  even  if  victimized  by  a 
massive  first  strike,  it  could  still  inflict  a 
devastating  retaliatory  blow. 


The  President's  dangerously  ingenuous 
notion  of  erecting  a  "strategic  space  shield" 
contravenes  that  equation.  And  by  radically 
reinterpreting  the  ABM  Treaty— a  relnter- 
pretation  that  contradicts  the  treaty  lan- 
guage, the  negotiating  record,  the  ratifica- 
tion record,  and  thirteen  years  of  estab- 
lished practice— the  Administration  has 
moved  toward  eradicating  not  only  defen- 
sive limitations  but  all  constraint  on  offen- 
sive systems  as  well.  Accordingly,  we  now 
confront  the  specter  of  a  nuclear  arms  race 
without  limits— brought  on.  tragically,  by 
ideologues  who  believe  such  a  competition 
serves  the  American  interest. 

A  SMOKESCREEN  OF  MYTHOLOGY 

Bridging  the  gap  between  this  policy  and 
the  American  public's  overwhelming  sup- 
port for  nuclear  arms  control  has  required 
of  Administration  officials  no  small  measure 
of  political  dexterity.  But  they  have  sup- 
plied it,  primarily  by  propagating  a  mythol- 
ogy which  has  provided  the  smokescreen  for 
a  no-arms-control  policy. 

Soviet  "superiority":  an  excuse  for  delay 

Their  first  myth  is  the  claim  that,  when 
they  came  to  office,  the  United  States  had 
fallen  perilously  behind  the  Soviet  Union  in 
strategic  forces.  If  there  was  to  be  arms  con- 
trol, we  were  told,  it  would  depend  first 
upon  a  massive  Reagan  build-up.  But  in  fact 
the  assertion  of  Soviet  superiority  was 
plainly  false  when  first  uttered  and  has 
gained  standing  only  through  sheer  repeti- 
tion by  the  President  and  his  Secretary  of 
Defense. 

Proof  of  its  falsehood  lies  in  a  survey  of 
our  strategic  arsenal  today,  which  comprises 
essentially  the  same  triad— of  ICBMs, 
SLBMs.  and  long-range  bombers— already  in 
place  or  on-line  when  President  Reagan  was 
elected.  Indeed,  the  Administration's  one 
addition  to  this  arsenal— its  dubious  decision 
to  revive  the  B-1  bomber— pales  against  the 
strategic  loss  from  its  shift  of  the  MX  mis- 
sile from  deceptive  basing  to  emplacement 
in  existing  silos.  That  decision,  reflecting  an 
unwillingness  to  proceed  against  localized 
opposition  to  a  survivable  basing  mode, 
means  that  a  weapon  conceived  solely  to 
close  a  theoretical  "window  of  vulnerabil- 
ity" will,  for  want  of  political  courage,  be 
deployed  in  a  way  that  concentrates  war- 
heads in  vulnerable  silos  and  thereby  opens 
the  window  still  further. 

Overall,  what  we  have  seen  is  less  a  build- 
up than  a  spend-up,  in  which  the  act  of 
awarding  defense  contracts  has  been  por- 
trayed as  a  measure  of  strategic  strength. 
The  strategic  balance  between  the  super- 
powers remains  essentially  unchanged,  and 
the  Kremlin  today  has  no  more  reason  to 
bargain— and  no  less— than  before  any 
Reagan  program  went  into  effect. 

"Bringing  Moscow  to  the  table":  a  false 
claim  for  the  "build-up" 

Unfazed  nonetheless.  Administration  offi- 
cials have  propagated  a  second  myth— a 
claim  that  the  alleged  strategic  build-up.  in- 
cluding Star  Wars,  has  "brought  the  Krem- 
lin back  to  the  bargaining  table."  This  asser- 
tion, however,  lacks  Iwth  evidence  and  logic. 
True,  in  1983,  after  2  years  of  stalemate  in 
Geneva  and  on  the  eve  of  NATO  missile  de- 
ployments in  Europe,  the  Soviets  interrupt- 
ed negotiations,  obviously  hoping  to  capital- 
ize on  West  European  concerns  about  Presi- 
dent Reagan.  But,  by  the  large,  the  Kremlin 
has  remained  at  the  bargaining  table  since 
the  two  superpowers  began  discussions  on 
limiting  strategic  systems  in  1966.  The 
result  of  that  extended  bargaining  is  the 
current  arms  control  structure,  which  was 


under  attack  by  the  President  and  his  advi- 
sors long  before  they  reached  office. 

Nor  has  Star  Wars  been  vindicated  by  the 
Soviet  insistence  on  discussing  it.  This 
demand  expresses  no  more  than  the  basic 
logic  of  arms  control— that  limits  on  offen- 
sive and  defensive  systems  are  crucially  re- 
lated. In  the  early  years  of  arms  control,  the 
U.S.  side  argued  determinedly  In  favor  of 
this  principle:  and  Moscow's  eventual  ac- 
ceptance led  to  the  ABM  Treaty,  by  which 
the  two  superpowers  forswore  any  effort  to 
erect  full-scale  defenses.  The  Soviet  call  for 
talks  on  strategic  defenses,  rather  than  a 
sign  that  Star  Wars  is  "working,"  represents 
the  only  logical  response  to  the  Administra- 
tion's threat  to  abandon  unilaterally  a  prin- 
ciple that  previous  Administrations  had  suc- 
cessfully induced  the  Kremlin  to  accept. 

The  Soviet  Union  needs  arms  control  not 
because  of  the  so-called  Reagan  build-up,  or 
the  implausible  threat  of  a  perfect  strategic 
defense,  but  rather  for  reasons  long-estab- 
lished and  quite  similar  to  our  own.  What- 
ever the  differences  between  the  two  super- 
powers—and they  are  vast— leaders  in 
Mo.>cow  have  the  same  economic  and  strate- 
gic interest  we  have  in  gaining  a  measure  of 
predictability  of  the  adversary's  force  struc- 
ture. And  they  share  our  profound  interest 
in  mutual  constraints  that  enhance  nuclear 
stability  by  reducing  the  risk  of  nuclear  war. 

Today,  for  example,  the  Kremlin  can  fore- 
see that  by  the  early  1990's  the  entire  Soviet 
arsenal  of  land-based  ICBMs  will  be  subject 
to  preemptive  strike  by  our  new  and  highly 
accurate  Trident  11— a  submarine-launched 
missile  that  was  developed,  one  should  note, 
by  the  much-maligned  Carter  Administra- 
tion. To  prevent  this  "window  of  vulnerabil- 
ity"—a  Soviet  "window"  that  would  be  far 
more  real  than  ours  ever  was— the  Kremlin 
has  begun  deployment  of  mobile  ICBMs, 
while  undertaking  to  negotiate  further  stra- 
tegic limits  in  Geneva.  The  Soviets  have 
ample  incentive  for  further  arms  control, 
and  would  have  such  incentive  regardless  of 
this  Administration's  reckless  bravado,  and 
its  self-defeating  policy  of  attacking  the 
structure  of  controls  now  in  place. 

"Serious  proposals":  a  false  defense  for  a 
lack  of  progress 

If  the  so-called  Reagan  build-up  has 
brought  anyone  to  the  bargaining  table,  it  is 
the  Administration  itself,  which  has  used 
the  talks  to  justify  expenditure  on  such  sup- 
posed bargaining  chips  as  the  MX.  Ftom 
that  perspective,  the  talks  have  indeed  al- 
ready succeeded— by  relieving  public  pres- 
sure for  arms  control,  while  running  inter- 
ference for  increased  military  spending.  By 
pretending  to  follow  the  traditional  logic  of 
arming  in  order  to  negotiate,  the  adminis- 
tration has  used  negotiations  in  order  to 
arm. 

To  assuage  public  opinion  has,  of  course, 
required  the  Administration  to  adopt  nego- 
tiating positions  that  have  at  least  superfi- 
cial plausibility.  This  has  brought  forth  a 
third  myth,  which  is  that  the  Administra- 
tion has  offered  "serious  proposals,"  the 
corollary  of  which  is  that  any  lack  of 
progress  may  be  attributed  to  the  Soviet 
Union.  Under  analysis,  however,  the  Admin- 
istration's proposals— both  in  the  INF  talks 
on  intermediate-range  nuclear  forces  and 
the  START  talks  on  long-range  systems- 
have  t>een  less  than  serious. 

In  the  INF  talks,  the  Administration's 
famous  "zero  option"  was  clearly  non-nego- 
tiable. By  calling  upon  the  Soviet  Union  to 
dismantle  not  only  all  of  its  new  SS-20s  but 
also  all  of  the  old  intermediate-range  mis- 
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siles  (SS-4s  and  5s)  they  were  created  to  re- 
place, the  Administration  could  hardly  have 
expected  to  create  the  basis  for  agreement; 
Soviet  forces  would  have  been  weaker  than 
before  the  SS-20  was  created.  Similarly,  in 
the  START  talks  the  Administration  fash- 
ioned a  position  that  had  the  surface  virtue 
of  calling  for  common  limits  on  missile  war- 
heads, but  the  limits  and  sublimits  chosen 
were  such  as  to  require  a  major  overhaul  of 
the  entire  Soviet  force  posture,  while  requir- 
ing much  less  change  in  our  own.  Moreover, 
by  focusing  on  missile  warheads,  the  Admin- 
istration has  disingenuously  ignored  a  stra- 
tegic factor  of  which  the  Soviets  are  keenly 
aware:  the  overwhelming  U.S.  superiority  in 
bombers.  Proposing  to  ban  mobile  missiles 
was  equally  disingenuous,  in  that  the  Sovi- 
ets have  undertaken  a  major  mobile-missile 
program  as  a  precaution  against  the  immi- 
nent U.S.  capability  to  destroy  all  Soviet 
silos  in  a  first  strike. 

A  considerable  irony  of  the  various  U.S. 
proposals  is  that  they  have  also  contained 
elements  directly  contrary  to  basic  Ameri- 
can interests  and  doctrine.  The  "zero 
option"  proposal,  for  example,  would  have 
deprived  NATO  of  the  theater-nuclear  mod- 
ernization that  is  integral  to  maintenance  of 
the  "flexible  response"  doctrine  and  there- 
by to  the  strategic  "coupling"  of  the  Atlan- 
tic Alliance.  Similarly,  certain  START  pro- 
posals, if  implemented,  would  have  involved 
an  actual  intensification  of  MIRVing, 
rather  than  inducing  the  de-MIRVing 
needed  for  the  enhancement  of  nuclear  sta- 
bility. Even  more  illogical  was  the  proposal 
to  ban  mobile  missiles,  which  would  have 
undercut  our  own  effort  to  escape  ICBM 
vulnerability  through  the  new  Midgetman. 

This  latter  curiosity  apparently  resulted 
from  an  unholy  alliance  that  has  plagued 
arms  control  throughout  this  Administra- 
tion—between strategic  targeters  in  the 
Pentagon,  who  -are  obsessed  with  retaining 
the  ability  to  target  all  Soviet  missiles,  and 
anti-arms-control  officials  who  are  only  too 
pleased  to  see  the  U.S.  make  unacceptable 
offers.  The  upshot  has  been  a  series  of  pro- 
posals that  have  been  both  non-negotiable 
but  also,  paradoxically,  inconsistent  with 
U.S.  concepts  of  deterrence  and  nuclear  sta- 
bility even  if  accepted  by  the  Kremlin. 

"Massive"  Soviet  violations:  a  false  excuse 
to  scuttle  SALT 

While  the  myth  of  bargaining  seriously 
has  been  useful  in  explaining  six  years  of 
failure  to  progress  in  arms  controls,  a 
fourth  myth  has  been  needed  for  an  attack 
on  the  arms  control  framework  already  in 
place:  the  allegation  of  blatant  and  massive 
Soviet  violations.  There  are  indeed  legiti- 
mate issues  concerning  Soviet  compliance 
with  existing  agreements.  But  such  issues 
are  complex,  controversial,  and— it  cannot 
be  emphasized  too  strongly— still  marginal 
in  military  significance.  What  the  myth  of 
"massive"  Soviet  violations  seeks  to  obscure 
is  that  the  essential  constraints— the  numer- 
ical SALT  sublimits  that  cap  the  deploy- 
ment of  MIRVed  missiles  and  bombers  car- 
rying cruise  missiles— have  been  fully  ad- 
hered to  by  both  sides,  and  subject  to  no 
credible  charge  of  Soviet  violation. 

Over  the  history  of  SALT,  these  limits 
have  required  the  Soviets  to  dismantle  ten 
missile  launchers  for  every  one  retired  by 
the  United  States;  and  that  ratio  will  con- 
tinue in  the  period  immediately  ahead— 
unless  the  limits  are  abandoned.  It  is  for 
that  reason  that  the  Senate  has  repeatedly 
and  overwhelmingly  urged  the  President  to 
continue  U.S.  compliance  with  the  SALT 
limits.  Unfortunately,  the  White  House  an- 


nouncement of  May  27th— that  the  Admin- 
istration intends  to  exceed  the  SALT  limits 
later  this  year— makes  clear  that  this  mes- 
sage has  been  ignored. 

Consequently.  I  have  introduced  legisla- 
tion with  Republican  Senator  Bill  Cohen 
that  would  not  simply  urge— but  require— 
continued  U.S.  adherence  to  the  major 
SALT  II  sublimits  for  so  long  as  the  Soviets 
remain  in  compliance.  (These  common 
limits  are  820  for  MIRVed  ICBMs;  1200  for 
MIRVed  ICBMs  and  SLBMs;  and  1320  for 
MIRVed  missiles  plus  bombers  carrying 
cruise  missiles.)  A  companion  measure  spon- 
sored by  Congressman  Dicks  has  already 
passed  the  House  but  is  unlikely  to  be  ac- 
cepted by  Senate  conferees  on  the  E>efense 
authorization  bill.  The  issue  will  therefore 
revert  to  the  Senate. 

I  regret  the  need  for  binding  legislation  in 
an  area  where  Presidential  latitude  is  obvi- 
ously preferable.  But  we  now  face  a  historic 
collapse  of  res[>onsibility  in  the  conduct  of 
American  strategic  policy.  With  no  conceiv- 
able loss  in  strength,  the  United  States  can 
comply  with  the  key  SALT  limits  for  the 
next  two  years  simply  by  retiring  two  aging 
Poseidon  submarines.  Yet  failure  to  take 
such  action  would  represent  unilateral 
American  withdrawal  from  the  only  remain- 
ing constraint  now  capping  both  superpower 
arsenals. 

Once  that  constraint  is  lifted,  offensive 
systems  on  both  sides  will  almost  certainly 
multiply.  At  present,  each  superpower  pos- 
sesses approximately  10,000  strategic  war- 
heads, each  more  deadly  than  the  bombs 
which  struck  Hiroshima  and  Nagasaki  in 
1945.  According  to  a  detailed  projection  by 
the  House  Armed  Services  Committee,  if 
SALT  limits  are  abandoned,  each  side— 
eight  years  from  now— could  have  28.000 
warheads,  a  near  tripling  of  the  nuclear  ar- 
senal by  1994. 

Clearly,  members  of  the  President's  party 
will  hope  to  finesse  the  question  of  binding 
legislation  if  possible;  and  with  a  second 
Reagan-Gorbachev  summit  now  in  the 
offing,  we  can  expect  to  be  told  once  again 
to  leave  the  President  a  free  hand.  I  intend, 
however,  to  make  every  effort  to  force  a 
Senate  vote  on  this  crucial  issue  before  Con- 
gress adjourns.  The  Administration's  unilat- 
eral abandonment  of  existing  constraints  is 
an  issue  on  which  the  Senate  should  be  re- 
corded, and  that  record  should  be  before 
the  American  people  in  November. 

As  this  moment  of  truth  on  SALT  ap- 
proaches, news  reports  have  surfaced  in  the 
past  week  that,  in  its  internal  negotiations 
regarding  a  new  offensive  arms  agreement, 
the  Administration  has  now  dropped  the 
goal  of  deep  cuts.  This  is  not  surprising 
since  the  idea  of  50%  reductions,  while  good 
propaganda,  was  never  plausible  as  a  near- 
term  objective.  The  new  position,  reported- 
ly, aims  for  cuts  of  perhaps  20-30%  in  mis- 
sile warheads,  while  allowing  substantial 
growth  in  bomber  forces— in  a  pattern 
which  simply  mirrors  current  U.S.  force 
trends.  In  short,  the  Administration  has 
now  adopted  a  policy  that  the  President 
always  purported  to  oppose:  arms  control  as 
a  codification  of  forces  that  would  exist 
anyway. 

To  compare  this  new  negotiating  position 
with  where  the  superpowers  could  now  be. 
had  SALT  II  been  ratified  six  years  ago.  re- 
veals the  bankruptcy  of  Administration 
policy.  When  SALT  II  was  signed  by  Presi- 
dents Carter  and  Brezhnev,  there  was  every 
reason  to  expect  that  the  two  goverrunents 
could  promptly  agree  on  a  SALT  III  treaty 
which  would  initiate  percentage-annual-re- 


ductions of  3-7%  from  the  SALT  II  ceilings. 
Had  that  occurred,  we  could  be  at  the  point 
today  of  having  reduced  the  Soviet  and 
American  arsenals  by  25%  or  even  more.  In- 
stead the  Administration  rejected  that  op- 
portunity, wasted  six  years  while  claiming 
to  be  satisfied  only  with  "deep  cuts,"  has 
now  adopted  a  negotiating  position  that- 
even  if  realized— would  represent  little  more 
than  a  variation  on  the  status  quo,  and 
meanwhile  is  carrying  us  to  the  threshold  of 
abandoning  arms  control  altogether. 

This  is  a  sad  policy  indeed  for  a  President 
who  vigorously  attacked  his  predecessor  for 
failing  to  achieve  deep  cuts  but  whose  only 
contribution  to  arms  control  thus  far  has 
been  to  rename  the  negotiation.  Had  SALT 
II  been  ratified,  we  could  by  now  have  had 
substantial  cuts;  instead,  we  have  had  none. 

"Star  wars  ":  a  fantasy  and  a  false 
alternative  to  arms  control 

This  brings  us  to  the  Administration's 
fifth  myth— and  surely  the  most  remarka- 
ble. Unable  or  unwilling  to  build  on  the  nu- 
clear arms  control  progress  of  his  predeces- 
sors, and  under  mounting  public  pressure  as 
a  result,  the  President  in  1983  performed  an 
astounding  political  act.  Like  a  Baryshnikov 
of  nuclear  politics,  he  simply  pirouetted  and 
leaped  over  the  entire  issue,  announcing  a 
presidential  "vision"  that  the  American 
people  could  escape  nuclear  danger  not  by 
arms  control  but  by  erecting  an  anti-nuclear 
astrodome  over  the  United  States.  This  im- 
maculately conceived  notion  has  obviously 
demonstrated  a  certain  mystical  appeal.  Un- 
fortunately, it  has  no  possibility  of  practical 
implementation,  as  attested  by  an  over- 
whelming body  of  scientific  opinion,  and  by 
common  sense.    . 

Analysis  of  Star  Wars  should  begin,  how- 
ever, with  the  vision  itself.  The  I»resident 
presented  Star  Wars  as  an  escape  from  what 
he  called  the  "immoral"  doctrine  of  Mutual 
Assured  Destruction— and  also  an  escape 
from  nuclear  dependence,  since  defenses 
would  supposedly  be  non-nuclear.  He  also 
implied  that  this  nonexistent  technology 
would  free  us  from  the  need  to  bargain  with 
the  Soviets,  while  paradoxically  proposing 
that  we  provide  the  Kremlin  full  access,  so 
that  our  erstwhile  adversaries  could  share 
in  this  forthcoming  miracle.  But  this  very 
vision  is  inherently  and  fundamentally 
fraudulent: 

First,  strategic  defenses  would  not  elimi- 
nate reliance  on  retaliatory  forces.  The 
I»resident  speaks  beguilingly  of  a  new  era  of 
"mutual  assured  survival."  But  certainly 
such  a  realist  as  he  is  not  planning  for  a 
Utopia  in  which  we  disarm  entirely,  living 
quietly  under  a  technological  astrodome. 
One  associates  that  vision  with  Woodstock 
perhaps,  but  not  with  Ronald  Reagan.  The 
truth  is  that— in  any  foreseeable  future  and 
whether  or  not  we  seek  to  deploy  strategic 
defenses— our  principal  deterrent  will  con- 
tinue to  be  our  ability  to  retaliate  against  an 
attacker.  And  that,  despite  the  President's 
verbal  legerdemain,  is  nothing  more  or  less 
than  the  doctrine  of  Mutual  Assured  De- 
struction. 

Nor  would  Star  Wars  move  us  away  from 
nuclear  dependence.  Even  defensive  tech- 
nologies will  involve  nuclear  explosive  de- 
vices—most notably  the  X-ray  laser,  which 
the  Administration  is  so  bent  on  testing 
that  it  refuses  to  consider  aSiuclear  test  ban 
of  even  limited  duration. 

Nor  would  Star  Wars  free  us.  as  Implied, 
from  arms  control.  Even  in  theory,  there  is 
no  way  a  defensive  system  could  work  with- 
out some  cap  on  the  enemy's  offensive  sys- 
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tems,  which  could  be  Increased  to  over- 
whelm our  defenses.  Such  limits  on  offen- 
sive systems  can  only  be  imposed  through 
negotiated  agreement— meaning  arms  con- 
trol. 

Nor  could  we  "share  the  system."  as  the 
President  has  proposed,  again  apparently 
under  the  belated  influence  of  Woodstock. 
Sheerly  on  the  basis  of  logic,  sharing  a  Star 
Wars  defensive  system  would  be  unsound, 
because  to  know  the  technology  is  to  know 
how  to  defeat  it.  And  on  a  practical  level,  it 
is  preposterous,  because  such  a  system 
would  embody  all  of  our  most  advanced 
technology— defensive,  offensive,  and  other- 
wise. One  can  only  imagine  the  conversation 
that  would  ensue  if  the  President's  techno- 
logical dream  were  suddenly  realized  and  he 
had  summoned  Secretary  Weinberger  to  in- 
struct him  that  the  time  had  come  to  "share 
the  system." 

As  to  the  technical  realities,  the  plain  and 
widely  recognized  truth  is  that  a  compre- 
hensive system  of  population  defense  simply 
will  not  work— something  even  Assistant 
Secretary  Perle  reportedly  acknowledges  in 
his  private  conversations  with  our  allies. 

First,  even  under  the  rosiest  predictions 
about  the  effectiveness  of  layered  defenses, 
a  large  number  of  the  Soviet  missiles  thai 
exist  now  would  penetrate  any  system  we 
could  conceivably  deploy  20  years  from  now. 
Given  the  inevitable  development  of  Soviet 
countermeasures.  any  hope  for  a  leak-proof 
missile  defense  will  remain  an  ever-receding 
aspiration.  Current  research,  moreover,  has 
yet  even  to  envisage  a  defense  against  an 
attack  that  "comes  in  under"  thi.s  mythical 
space  shield— either  with  bombers,  cruise 
missiles,  or  low-trajectory  missiles  fired 
from  submarines  near  the  American  coast, 
not  to  mention  nuclear  devices  transported 
through  more  elemental  means. 

CONSEQUENCES  OF  MYTHOLOGY 

To  say  that  Star  Wars  will  not  work,  how- 
ever, is  far  from  labelling  it  meaningless,  for 
the  President's  quixotic  initiative  is  already 
inflicting  serious  damage  on  American  inter- 
ests: 

It  has  confused  our  national  debate,  per- 
haps deliberately  so.  about  the  direction  of 
American  nuclear  strategy. 

It  has  increased  and  misallocated  our  de- 
fense budget,  at  a  time  requiring  austerity 
and  carefully  established  priorities  empha- 
sizing the  improvement  of  conventional 
forces. 

It  has  diverted  valuable  R&D  resources,  at 
a  time  when  the  best  American  talent  is 
now  urgently  needed  in  the  civilian  sector  to 
strengthen  our  competitiveness  in  the 
global  marketplace. 

It  has  weakened  the  Atlantic  Alliance  by 
raising  doubts  about  America's  commitment 
to  the  collective  defense,  and  also  about  the 
reliability  of  American  leadership  in  the 
conduct  of  East-West  relations. 

It  threatens  strategic  deterrence  by  under- 
mining the  ABM  Treaty,  which  ensures  our 
ability  to  answer  aggression  with  the  limited 
nuclear  response  that  is  fundamental  to  the 
credibility  of  NATO  doctrine. 

it  has  pushed  Soviet  behavior  the  wrong 
way,  inducing  greater  Soviet  research  on  de- 
fenses while  raising  the  prospect  of  expand- 
ed Soviet  missile  forces  to  penetrate  any 
U.S.  defenses  erected. 

And  finaUy,  for  so  long  as  it  remains  non- 
negotiable.  Star  Wars  constitutes  a  major 
impediment  to  arms  control. 

This  multiplicity  of  negative  consequences 
combines  into  a  single  conclusion:  The  Star 
Wars  initiative  represents  a  fundamental  as- 
sault on  the  concepts,  alliances,  and  arms 


control  agreements  that  have  buttressed 
American  security  for  several  decades;  and 
the  President's  continued  adherence  to  it 
constitutes  one  of  the  most  reckless  and  ir- 
responsible acts  in  the  history  of  modem 
statecraft. 

AN  HISTORIC  TURNING  POINT 

The  past  six  years  have  demonstrated 
that  the  world  can  survive  in  the  short  term 
without  progress  in  nuclear  arms  control. 
But  while  the  Reaganites  have  enjoyed 
some  success  in  propagating  their  smoke- 
screen of  mythology,  what  they  have  not 
done— what  they  could  not  do— is  change 
these  fundamental  realities  of  the  nuclear 
age: 

first,  that  Soviet  forces  will,  like  our  own. 
rvmain  capable  in  any  forseeable  future  of 
inflicting  massive  global  destruction  on  a 
scale  almost  beyond  the  imagination; 

second,  that  the  essential  calculus  of 
mutual  nuclear  deterrence,  recognized  years 
ago,  cinnot  be  altered  even  by  the  dreams 
of  Presidents: 

third,  that  a<jtual  reductions  in  nuclear 
weaponry  will  not  occur  except  by  negotiat- 
ed agreement,  and  that  such  agreement  will 
never  occur  withoLt  related  agreement  on 
defensive  systems;  and 

fourth,  that  arms  control  represents  an  ef- 
'ective  means— and  our  best  hope— of  en- 
hancing nuclear  stability  and  reducing  the 
risk  of  war; 

finally,  that  arms  control  can  be  accom- 
plished not  by  bluff  and  compulsion  but 
only  by  quiet  strength  and  a  serious  will  to 
negotiate. 

One  may  speculate  that  President  Reagan 
has  come  to  understand  these  truths.  The 
compelling  question  about  the  remainder  of 
his  presidency  is  whether,  given  the  compet- 
ing voices  and  ideological  forces  in  his  own 
Administration,  he  can  and  will  act  accord- 
ingly. The  answer  to  that  question,  as  it 
cmerRes,  will  shape  a  major  turning  point, 
for  t^od  or  ill,  in  our  nation's  history  and 
the  world's. 

If  'he  President  moves  to  seize  his  oppor- 
tunity, the  agenda  of  a  comprehensive  pro- 
gra.Ti  of  arms  control  progress  lies  clearly 
before  us: 

( 1 )  On  defensive  systems,  the  ABM  Treaty 
must  be  reaffirmed  in  its  restrictive  form— 
and  not  with  the  current  caveat  that  we  will 
adhere  only  until  our  defensive  systems  are 
ready  for  deployment.  (Such  action  has 
been  urged  by  former  Defense  Secretaries 
Brown,  Schlesinger,  Laird,  and  McNamara, 
and  numerous  other  distinguished  officials 
in  past  Administrations.)  This  means  that 
the  United  States  must  clearly  limit  SDI  to 
a  genuine  research  program  intended  to 
hedge  against  and  deter  any  Soviet  "break 
out"  from  the  ABM  Treaty— and  to  examine 
the  possibilities  of  stabilizing  point-de- 
fenses—but not  aimed  at  erecting  a  compre- 
hensive population  defense.  Talks  on  the 
ABM  Treaty  should  also  focus  on  develop- 
ing detailed  definitions  of  key  terms  in  the 
Treaty,  while  adding  clear  restrictions  on 
the  testing  of  ASATs  and  anti-tactical  bal- 
listic missile  systems. 

(2)  On  offensive  systems,  the  two  sides 
should  agree  to  remain  within  the  SALT  II 
sublimits  until  a  replacement  agreement  can 
be  reached.  In  the  START  talks  on  long- 
range  systems,  the  U.S.  must  adjust  a  posi- 
tion that  has  been  non-negotiable  because, 
by  disaggregating  missiles  from  bombers,  it 
disproportionately  affects  Soviet  forces.  A 
compromise  must  be  sought  entailing  a 
trade-off  between  U.S.  suijeriority  in  lumb- 
ers and  Soviet  superiority  in  missile  throw- 
weight. 


Meanwhile,  INF  may  be  dealt  with  in  one 
of  two  ways.  An  agreement  could  place 
equal  ceilings  on  U,S.  and  Soviet  European- 
based  missiles,  with  Soviet  Asian-based  mis- 
siles balanced  (implicitly)  by  British  and 
French  nuclear  forces.  Or  agreed  definitions 
could  allow  INF  to  be  included  in  and 
capped  under  the  strategic  aggregates  nego- 
tiated in  START. 

Any  new  agreement  placing  the  superpow- 
er arsenals  under  common  limits  should, 
this  time,  be  promptly  ratified  in  treaty 
form,  and  should  include  an  agreed  rate  of 
reduction  compatible  with  maintaining  nu- 
clear stability.  Such  a  regime  would  allow 
each  side  considerable  flexibility  in  config- 
uring its  forces  within  the  agreed  ceilings— 
what  I  call  a  "shrinking  free-mix"— and 
would  provide  for  the  gradual,  predictable 
drawdown  that  could  inspire  mutual  confi- 
dence. 

(3)  Simultaneously,  compliance  issues 
must  be  dealt  with  through  a  renewed  com- 
mitment to  reach  resolution.  Issues  sur- 
rounding "new"  types  of  missiles  and  allow- 
able encoding  of  test  data  must  essentially 
be  addressed  from  scratch,  since  they  arise 
from  previous  agreements  worded  too 
vaguely.  (The  nearly  inevitable  confusion  on 
these  issues  is  well  described  in  the  current 
issue  of  Foreign  Policy  by  Ambassador 
Ralph  Earle,  U.S.  negotiator  of  SALT  II.) 
Questions  surrounding  the  radar  at  Kras- 
noyarsk—an apparent  Soviet  violation  of 
the  ABM  Treaty— will  require  U.S.  insist- 
ence on  a  satisfactory  Soviet  response. 

(4)  Finally,  on  testing,  the  United  States 
should  be  prepared  to  ratify  existing  trea- 
ties limiting  nuclear  testing  and  either  to 
reopen  negotiations  on  a  Comprehensive 
Test  Ban  or  to  seek  agreement  on  gradual 
reductions  in  the  threshold  and  the  number 
of  tests  permitted. 

But  while  a  treaty  on  testing  could  play  a 
constructive  role  in  an  overall  pattern  of 
agreement,  no  illusion  should  be  encouraged 
that  limiting  the  testing  of  nuclear  explo- 
sive devices  in  itself  holds  the  key  to  stop- 
ping the  arms  race;  such  technology  is  al- 
ready too  well  developed  and  the  main  ad- 
vances and  dangers  now  arise  from  other 
technologies.  Accordingly,  the  highest  prior- 
ity must  remain  on  achieving  agreement  to 
constrain  the  deployment  of  strategic  de- 
fenses and  offensive  delivery  systems. 

Clearly,  even  success  with  such  an  agenda 
would  not  change  the  nature  of  the  Soviet 
Union;  that  we  cannot  expect  to  accomplish. 
Nor,  despite  this  Administration's  early  pre- 
tensions, can  we  even  require  changes  in 
Soviet,  force  levels  which  the  Kremlin  does 
not  wish  to  make.  But  we  can  manage  the 
superpower  competition,  by  charmeling  our 
competing  energies  into  regimes  of  coopera- 
tion that  enhance  the  security  of  both  sides. 

I  refer  in  closing  to  Winston  Churchill, 
whose  name  the  Reaganites  often  invoke. 
As  well  as  any  leader  in  the  20th  century, 
that  great  British  prime  minister  under- 
stood the  dangers  posed  by  totalitarian  re- 
gimes. But  Churchill  was  a  statesman,  not 
an  ideologue— a  man  who  perceived  interna- 
tional affairs  in  many  dimensions,  and  who 
brought  wisdom  and  gallant  rhetoric  to  the 
pursuit  of  rational  public  purpose.  Churchill 
warned  in  futility  against  appeasement  In 
the  1930's;  but  years  later,  witnessing  the 
dawn  of  the  nuclear  age,  he  issued  a  warn- 
ing graver  still:  Without  man's  wisest  efforts 
to  constrain  this  peril,  "the  Stone  Age  may 
return  on  the  gleaming  wings  of  Science." 
Will  that  warning  also  have  been  in  vain? 

In  response  to  the  continuing  and  still-de- 
pending nuclear  danger  I  would,  with  other 
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Americans,  welcome  a  surprise  from  Presi- 
dent Reagan  in  the  days  now  ahead:  a  seiz- 
ing of  control  over  his  own  divided  Adminis- 
tration and  the  conduct  of  serious,  purpose- 
ful negotiations  toward  an  expansion, 
rather  than  erosion,  of  the  existing  struc- 
ture of  nuclear  arms  control.  But  such 
progress  will  require  an  immediate  and  dra- 
matic departure  from  the  pattern  of  in- 
fighting, obfuscation,  and  presidential  indif- 
ference to  detail  that  has  characterized  the 
Administration  thus  far. 

In  sununary,  progress  on  nuclear  arms 
control  can  occur  only  with  presidential 
leadership.  If  he  provides  it.  President 
Reagan  will  be  hailed  by  all.  If  not,  the 
issue  of  nuclear  arms  control  will  figure 
heavily  in  the  election  of  1988;  and  I  trust 
that  the  American  people  will  use  the  tools 
of  democracy  to  act  in  their  own  defense. 


CONCLUSION  OF  ROUTINE 
MORNING  BUSINESS 

The  PRESIDING  OFFICER.  If 
there  is  no  further  morning  business, 
morning  business  is  closed. 


DEPARTMENT  OF  TRANSPORTA- 
TION AND  RELATED  AGENCIES 
APPROPRIATIONS  ACT,  1987 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate 
now  turn  to  the  consideration  of  H.R. 
5205,  the  Department  of  Transporta- 
tion appropriations  bill. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  assistant  legislative  clerk  read 
as  follows: 

A  bill  (H.R.  5205)  making  appropriations 
for  the  Department  of  Transportation  and 
related  agencies  for  the  fiscal  year  ending 
September  30,  1987,  and  for  other  purposes. 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill  which 
had  been  reported  from  the  Conunit- 
tee  on  Appropriations,  with  amend- 
ments, as  follows: 

(The  parts  of  the  bill  intended  to  be 
stricken  are  shown  in  boldface  brack- 
ets, and  the  parts  of  the  bill  intended 
to  be  inserted  are  shown  in  italic.) 
H.R. 5205 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  the 
following  sums  are  appropriated,  out  of  any 
money  in  the  Treasury  not  otherwise  appro- 
priated, for  the  Department  of  Transporta- 
tion and  related  agencies  for  the  fiscal  year 
ending  September  30,  1987,  and  for  other 
purposes,  namely: 

TITLE  I— DEPARTMENT  OF 

TRANSPORTATION 

OFFICE  OF  THE  SECRETARY 

Salaries  and  Expenses 

For  necessary  expenses  of  the  Office  of 
the  Secretary  of  Transportation,  including 
not  to  exceed  $30,000  for  allocation  within 
the  Department  of  official  reception  and 
representation  expenses  as  the  Secretary 
may  determine  [;  $938,000  for  the  immedi- 
ate Office  of  the  Secretary,  $469,000  for  the 
immediate  Office  of  the  Deputy  Secretary, 
$5,300,000  for  the  Office  of  the  General 
Counsel,  $7,465,000  for  the  Office  of  the  As- 
sistant Secretary  for  Policy  and  Internation- 


al Affairs,  $2,096,000  for  the  Office  of  the 
Assistant  Secretary  for  Budget  and  Pro- 
grams, $2,475,000  for  the  Office  of  the  As- 
sistant Secretary  for  Governmental  Affairs, 
$20,030,000  for  the  Office  of  the  Assistant 
Secretary  for  Administration,  $1,400,000  for 
the  Office  of  the  Assistant  Secretary  for 
Public  Affairs,  $746,000  for  the  Executive 
Secretariat.  $390,000  for  the  Contract  Ap- 
peals Board.  $1,260,000  for  the  Office  of 
Civil  Rights,  $478,000  for  the  Office  of  Com- 
mercial Space  Transportation,  $1,750,000 
for  the  Office  of  Essential  Air  Service, 
$565,000  for  Regional  Representatives,  and 
$3,732,000  for  the  Office  of  Small  and  Dis- 
advantaged Business  Utilization  J, 
$51,000,000.  of  which  $3,000,000  shall 
remain  available  until  expended  and  shall 
be  available  for  the  purposes  of  the  Minori- 
ty Business  Resource  Center  as  authorized 
by  49  U.S.C.  332:  Provided,  That,  notwith- 
standing any  other  provision  of  law,  funds 
available  for  the  purposes  of  the  Minority 
Business  Resource  Center  in  this  or  any 
other  Act  may  be  used  for  business  opportu- 
nities related  to  any  mode  of  transportation. 
Transportation  Planning,  Research,  and 

DEVELOPBiENT 
IJNCLVDING  TRANSFER  OF  FUNDS i 

For  necessary  expenses  for  conducting 
transportation  planning,  research,  and  de- 
velopment activities,  including  the  collec- 
tion of  national  transportation  statistics, 
and  university  research  and  internships,  to 
remain  available  until  expended, 
[$3,349,000]  $4,649,000,  of  which  $1,300,000 
shall  be  derived  from  unobligated  balances 
of  "Salaries  and  Expenses". 

Working  Capital  Fund 

Necessary  expenses  for  operating  costs 
and  capital  outlays  of  the  Department  of 
Transportation  Working  Capital  Fund  not 
to  exceed  [$64,500,0001  $66,500,000  shall  be 
paid,  in  accordance  with  law,  from  appro- 
priations made  available  by  this  Act  and 
prior  appropriation  Acts  to  the  Department 
of  Transportation,  together  with  advances 
and  reimbursements  received  by  the  Depart- 
ment of  Transportation. 

Payments  to  Air  Carriers 

For  payments  to  air  carriers  of  so  much  of 
the  compensation  fixed  and  determined 
under  section  419  of  the  Federal  Aviation 
Act  of  1958.  as  amended  (49  U.S.C.  1389).  as 
is  payable  by  the  Department  of  Transpor- 
tation, [$21.000,000J  $30,000,000.  to  remain 
available  until  expended. 

COAST  GUARD 
Operating  Expenses 

For  necessary  expenses  for  the  operation 
and  maintenance  of  the  Coast  Guard,  not 
otherwise  provided  for:  purchase  of  not  to 
exceed  eight  passenger  motor  vehicles  for 
replacement  only:  and  recreation  and  wel- 
fare, [$1,849,800,000]  $1,830,000,000.  of 
which  $15,000,000  shall  be  expended  from 
the  Boat  Safety  Account;  Provided.  That,  of 
the  funds  available  under  this  head,  not  less 
than  $372,983,000  shall  be  available  for  drug 
enforcement  activities;  Provided  further. 
That  the  number  of  aircraft  on  hand  at  any 
one  time  shall  not  exceed  two  hundred  and 
ten,  exclusive  of  planes  and  parts  stored  to 
meet  future  attrition.  Provided  further. 
That  none  of  the  funds  appropriated  in  this 
or  any  other  Act  shall  be  available  for  pay 
or  administrative  expenses  in  connection 
with  shipping  commissioners  in  the  United 
States:  Provided  further.  That  none  of  the 
funds  provided  in  this  Act  shall  be  available 
for  expenses  incurred  for  yacht  documenta- 
tion under  46  U.S.C.  12109  except  to  the 


extent  fees  are  collected  from  yacht  owners 
and  credited  to  this  appropriation. 

ACQUISmOH,  ConSTRDCnOH,  AND 

iMPROVDfEirTS 

(INCLUDING  RESCISSION  I 

For  necessary  expenses  of  acquisition, 
construction,  rebuilding,  and  Improvement 
of  aids  to  navigation,  shore  facilities,  ves- 
sels, and  aircraft,  including  equipment  relat- 
ed thereto;  to  remain  available  until  Sep- 
tember 30,  1991,  [$101,850,000] 
$251,700,000:  Provided.  That  the  Secretary 
of  Transportation  shall  issue  regulations  re- 
quiring that  written  warranties  shall  be  in- 
cluded in  all  contracts  with  prime  contrac- 
tors for  major  systems  acquisitions  of  the 
Coast  Guard:  Provided  further.  That  any 
such  written  warranty  shall  not  apply  in  the 
case  of  any  system  or  component  thereof 
that  has  been  furnished  by  the  Government 
to  a  contractor;  Provided  further.  That  the 
Secretary  of  Transportation  may  provide 
for  a  waiver  of  the  requirements  for  a  war- 
ranty where;  (1)  the  waiver  is  necessary  in 
the  interest  of  the  national  defense  or  the 
warranty  would  not  be  cost  effective;  and 
(2)  the  Committees  on  Appropriations  of 
the  Senate  and  the  House  of  Representa- 
tives are  notified  in  writing  of  the  Secre- 
tary's intention  to  waive  and  reasons  for 
waiving  such  requirements:  Provided  fur- 
ther, That  the  requirements  for  such  writ- 
ten warranties  shall  not  cover  combat 
damage.'  Provided  further.  That  of  the  funds 
available  under  this  head,  $32,500,000  is 
hereby  rescinded. 

Retired  Pay 

For  retired  pay,  including  the  payment  of 
obligations  therefor  otherwise  chargeable  to 
lapsed  appropriations  for  this  purpose,  and 
payments  under  the  Retired  Serviceman's 
Family  Protection  and  Sun'ivor  Benefits 
Plans,  and  for  payments  for  medical  care  of 
retired  personnel  and  their  dependents 
under  the  Dependents  Medical  Care  Act  ( 10 
U.S.C.,  ch.  55).  $364,000,000. 

Reserve  Training 

[  I  INCLUDING  transfers  OF  FUNDS'] 

For  all  necessary  expenses  for  the  Coast 
Guard  Reserve,  as  authorized  by  law;  main- 
tenance and  operation  of  facilities:  and  sup- 
plies, equipment,  -and  services,  [$63,857,000. 
of  which  $3,000,000  shall  be  derived  from 
unobligated  balances  of  "Alteration  of 
bridges"  and  $2,000,000  shall  be  derived 
from  unobligated  balances  of  "Pollution 
fund"]  $65,000,000. 

Research,  Development.  Test,  and 
Evaluation 

For  necessary  expienses,  not  otherwise 
provided  for.  for  basic  and  applied  scientific 
research,  development,  test,  and  evaluation; 
maintenance,  rehabilitation,  lease,  and  oper- 
ation of  facilities  and  equipment,  as  author- 
ized by  law.  [$20,100,000]  $20,000,000.  to 
remain  available  until  expended:  Provided, 
That  there  may  be  credited  to  this  appro- 
priation funds  received  from  S'uate  and  local 
governments,  other  public  authorities,  pri- 
vate sources  and  foreign  countries,  for  ex- 
penses incurred  for  research,  development, 
testing,  and  evaluation. 

Offshore  Oil  Pollution  Compensation 
Fund 

For  necessary  expenses  to  carry  out  the 
provisions  of  title  III  of  the  Outer  Conti- 
nental Shelf  Lands  Act  Amendments  of 
1978  (Public  Law  95-372).  $1,000,000.  to  be 
derived  from  the  Offshore  Oil  Pollution 
Compensation  Fund  and  to  remain  available 
until  expended.  In  addition,  to  the  extent 
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that  available  appropriations  are  not  ade- 
quate to  meet  the  obligations  of  the  Fund, 
the  Secretary  of  Transportation  is  author- 
ized to  issue  to  the  Secretary  of  the  Treas- 
ury notes  or  other  obligations  in  such 
amounts  and  at  such  times  as  may  be  neces- 
sary: Provided,  That  none  of  the  funds  in 
this  Act  shall  be  available  for  the  implemen- 
tation or  execution  of  programs  the  obliga- 
tions for  which  are  in  excess  of  $60,000,000 
in  fiscal  year  1987  for  the  "Offshore  Oil  Pol- 
lution Compensation  Fund". 

Deepwater  Port  Liability  Fund 

For  necessary  expenses  to  carry  out  the 
provisions  of  section  18  of  the  Deepwater 
Port  Act  of  1974  (Public  Law  93-627). 
$1,000,000.  to  be  derived  from  the  Deepwa- 
ter Port  Liability  Fund  and  to  remain  avail- 
able until  expended.  In  addition,  to  the 
extent  that  available  appropriations  are  not 
adequate  to  meet  the  obligations  of  the 
Fund,  the  Secretary  of  Transportation  is  au- 
thorized to  issue,  and  the  Secretary  of  the 
Treasury  is  authorized  to  purchase,  without 
fiscal  year  limitation,  notes  or  other  obliga- 
tions in  such  amounts  and  at  such  times  as 
may  be  necessary:  Provided,  That  none  of 
the  funds  in  this  Act  shall  be  available  for 
the  implementation  or  execution  of  pro- 
grams the  obligations  for  which  are  in 
excess  of  $50,000,000  in  fiscal  year  1987  for 
the  "Deepwater  Port  Liability  Fund". 

Boat  Safety 
(Liquidation  of  Contract  Authorization) 

For  payment  of  obligations  incurred  for 
recreational  boating  safety  stssistance  under 
Public  Law  92-75.  as  amended. 
[$15,000,000]  S 30.000.000.  to  be  derived 
from  the  Boat  Safety  Account  and  to 
remain  available  until  expended:  Provided. 
That  none  of  the  funds  in  this  Act  shall  be 
available  for  the  planning  or  execution  of 
programs  the  obligations  for  which  are  in 
excess  of  [$15,000,000]  $30,000,000  in  fiscal 
year  1987  for  recreational  boating  safety  as- 
sistance: Provided  further.  That  no  obliga- 
tions may  be  incurred  for  the  improvement 
of  recreational  boating  facilities. 
FEDERAL  AVIATION 
ADMINISTRATION 
Headquarters  Administration 

For  necessary  expenses,  not  otherwise 
provided  for.  of  providing  administrative 
services  at  the  headquarters  location  of  the 
Federal  Aviation  Administration,  including 
but  not  limited  to  accounting,  budgeting, 
legal,  public  affairs,  and  executive  direction 
services  for  the  Federal  Aviation  Adminis- 
tration, $34,500,000. 

Operations 

I  including  transfer  of  FUNDS) 

For  necessary  expenses  of  the  Federal 
Aviation  Administration,  not  otherwise  pro- 
vided for,  including  administrative  expenses 
for  research  and  development,  and  for  es- 
tablishment of  air  navigation  facilities,  and 
carrying  out  the  provisions  of  the  Airport 
and  Airway  Development  Act.  as  amended, 
or  other  provisions  of  law  authorizing  obli- 
gation of  funds  for  similar  programs  of  air- 
port and  airway  development  or  improve- 
ment, purchase  of  four  passenger  motor  ve- 
hicles for  replacement  only, 
[$2,797,447,000]  $2,769,300,000.  of  which 
not  to  exceed  [$691,048,000]  $500,000,000 
shall  be  derived  from  the  Airport  and 
Airway  Trust  Fund:  Provided,  That  there 
may  be  credited  to  this  appropriation  funds 
received  from  States,  counties,  municipali- 
ties, other  public  authorities,  and  private 
sources,  for  expenses  incurred  in  the  main- 
tenance and  operation  of  air  navigation  fa- 


cilities.' Provided  further.  That,  at  a  mini- 
muTn,  the  air  traffic  controller  on-board  em- 
ployjtvent  level  shall  be  15,000  by  September 
30,  1987:  Provided  further.  That  none  of 
these  funds  shall  be  available  for  new  appli- 
cants for  the  second  career  training  pro- 
gram [or  for  a  pilot  test  of  contractor  main- 
tenance]." Provided  further.  That  section 
5532lfl(2)  of  title  V.  United  States  Code,  is 
amended  by  striking  "December  31,  1986" 
and  inserting  "December  31,  1987"  in  lieu 
thereof:  Provided  further.  That  section 
8344lh)  of  title  V,  United  States  Code,  is 
amended  by  striking  "April  1,  1985"  in  para- 
graph (2)  and  inserting  "April  1,  1986"  in 
lieu  thereof:  Provided  further.  That  in  the 
event  that  the  Federal  Aviation  Administra- 
tor employs  annuitants  subject  to  section 
8344(h)  of  title  V.  United  States  Code,  not  to 
exceed  $10,000,000,  to  be  derived  from  the 
unobligated  balance  of  any  appropriation 
available  for  obligation  by  the  Federal  Avia- 
tion Administration  as  of  the  effective  date 
of  this  Act.  shall  be  available  through  De- 
cember 31,  1987,  for  the  purpose  of  funding 
such  employment:  Provided  further.  That 
any  such  funding  shall  be  reported  to  the 
Committees  on  Appropriations  of  the  Senate 
and  the  House  of  Representatives. 

Facilities  and  Equipment  (Airport  and 
Airway  Trust  Fund) 

I  including  transfer  of  funds  I 
For  necessary  expenses,  not  otherwise 
provided  for,  for  acquisition,  establishment, 
and  improvement  by  contract  or  purchase, 
and  hire  cf  air  navigation  and  experimental 
facilities,  including  initial  acquisition  of  nec- 
essary sites  by  lease  or  grant:  engineering 
and  service  testing  including  construction  of 
test  facilities  and  acquisition  of  necessary 
sites  by  lease  or  grant:  and  construction  and 
furnishing  of  quarters  and  related  accom- 
modations of  officers  and  employees  of  the 
Federal  Aviation  Administration  stationed 
at  remote  localities  where  such  accommoda- 
tions are  not  available:  to  be  derived  from 
the  Airport  and  Airway  Trust  Fund  and  to 
remain  available  until  September  30.  1991. 
[$823,000,000]  $772,684,000  together  with 
$1,914,000  to  be  derived  from  unobligated 
balances  of  "Research,  engineering  and  de- 
velopment (Airport  and  Airway  Trust 
Fund).  Center  for  Research  and  Training  in 
Information-based  Aviation  and  Transporta- 
tion Management":  Provided.  That  there 
may  be  credited  to  this  appropriation  funds 
received  from  States,  counties,  municipali- 
ties, other  public  authorities,  and  private 
sources,  for  expenses  incurred  in  the  estab- 
lishment and  modernization  of  air  naviga- 
tion facilities:  Provided  further.  That  of  the 
funds  available  under  this  head. 
[$5,000,000]  $10,000,000  shall  be  available 
for  the  Secretary  of  Transportation  to  enter 
into  grant  agreements  with  universities  or 
colleges  having  an  airway  science  curricu- 
lum recognized  by  the  Federal  Aviation  Ad- 
ministration, to  conduct  demonstration 
projects  in  the  development,  advancement, 
or  expansion  of  airway  science  curriculum 
programs,  and  such  funds,  which  shall 
remain  available  until  expended,  shall  be 
made  available  under  such  terms  and  condi- 
tions as  the  Secretary  of  Transportation 
may  prescribe,  to  such  universities  or  col- 
leges for  the  purchase  or  lease  of  buildings 
and  associated  facilities,  instructional  mate- 
rials, or  equipment  to  be  used  in  conjunc- 
tion with  airway  science  curriculum  pro- 
grams[:  and  $3,914,000  shall  be  available  to 
construct  an  experimental  computer-based 
airway  and  aviation  management  facility  at 
the  Center  for  Research  and  Training  in  In- 


formation-based Aviation  and  Transporta- 
tion Management  at  Barry  University], 

Research.  Engineering,  and  Development 
(Airport  and  Airway  Trust  Fund) 

For  necessary  expenses,  not  otherwise 
provided  for,  for  research,  engineering,  and 
development,  in  accordance  with  the  provi- 
sions of  the  Federal  Aviation  Act  (49  U.S.C. 
130I-I542),  including  construction  of  experi- 
mental facilities  and  acquisition  of  neces- 
sary sites  by  lease  or  g^rant,  [$141,700,000] 
$142,000,000,  to  be  derived  from  the  Airport 
and  Airway  Trust  Fund  and  to  remain  avail- 
able until  expended:  Provided,  That  there 
may  be  credited  to  this  appropriation  funds 
received  from  States,  counties,  municipali- 
ties, other  public  authorities,  and  private 
sources,  for  expenses  incurred  for  research, 
engineering,  and  development. 

Grants-in-Aid  for  Airports  (Liquidation 
OF  Contract  Authorization)  (Airport 
AND  Airway  Trust  Fund) 

[iINCLUDING  RESCISSION)] 

For  liquidation  of  obligations  incurred  for 
airport  planning  and  development  under 
section  14  of  Public  Law  91-258,  as  amend- 
ed, and  under  other  law  authorizing  such 
obligations,  and  obligations  for  noise  com- 
patibility planning  and  programs. 
[$800,000,000]  $860,000,000.  to  be  derived 
from  the  Airport  and  Airway  Trust  Fund 
and  to  remain  available  until  expended:  Pro- 
vided, That  none  of  the  funds  in  this  Act 
shall  be  available  for  the  planning  or  execu- 
tion of  programs  the  commitments  for 
which  are  in  excess  of  [$1,017,200,000] 
$1,000,000,000  in  fiscal  year  1987  for  grants- 
in-aid  for  airport  planning  and  development, 
and  noise  compatibility  planning  and  pro- 
grams, notwithstanding  section  506(e)(4)  of 
the  Airport  and  Airway  Improvement  Act  of 
1982[:  Provided  further.  That,  $50,000,000 
of  unobligated  contract  authority  available 
for  airport  development  and  planning  pur- 
suant to  section  505(a)  of  the  Airport  and 
Airway  Improveinent  Act  of  1982  is  hereby 
rescinded]. 

Operation  and  Maintenance,  Metropolitan 
Washington  Airports 
For  expenses  incident  to  the  care,  oper- 
ation, maintenance,  improvement,  and  pro- 
tection of  the  federally-owned  civil  airports 
in  the  vicinity  of  the  District  of  Columbia, 
including  purchase  of  six  passenger  motor 
vehicles  for  police  use,  for  replacement  only; 
purchase,  cleaning,  and  repair  of  uniforms; 
and  arms  and  ammunition,  $35,000,000:  Pro- 
vided, That  there  may  be  credited  to  this 
appropriation  funds  received  from  air  carri- 
ers, concessionaires,  and  non-Federal  ten- 
ants sufficient  to  cover  utility  and  fuel  costs 
that  are  in  excess  of  $6,682,000:  Provided 
further.  That  there  may  be  credited  to  this 
appropriation  funds  received  from  States, 
counties,  municipalities,  other  public  au- 
thorities, or  private  sources,  for  expenses  in- 
curred in  the  maintenance  and  operation  of 
the  federally-owned  civil  airports. 

Construction,  Metropolitan  Washington 
Airports 
For  necessary  expenses  for  construction  at 
the  federally-owned  civil  airports  in  the  vi- 
cinity of  the  District  of  Columbia, 
[$50,000,000.  to  be  derived  from  the  Airport 
and  Airway  Trust  Fund  and]  $7,000,000,  to 
remain  available  until  September  30,  1989: 
Provided,  That  the  Federal  Aviation  Admin- 
istration shall  submit  to  Congress  by  March 
31,  1987,  fully  coordinated  five-year  master 
plans  for  capital  development  at  Washing- 
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ton  National  and  Washington  Dulles  Inter- 
national Airports. 

Aviation  Insurance  Revolving  Fund 
The  Secretary  of  Transportation  is  hereby 
authorized  to  make  such  expenditures  and 
investments,  within  the  limits  of  funds 
available  pursuant  to  section  1306  of  the  Act 
of  August  23.  1958.  as  amended  (49  U.S.C. 
1536).  and  in  accordance  with  section  104  of 
the  Government  Corporation  Control  Act. 
as  amended  (31  U.S.C.  9104),  as  may  be  nec- 
essary in  carrying  out  the  program  set  forth 
in  the  budget  for  the  current  fiscal  year  for 
aviation  insurance  activities  under  said  Act. 

Aircraft  Purchase  Loan  Guarantee 
Program 

The  Secretary  of  Transportation  may 
hereafter  issue  notes  or  other  obligations  to 
the  Secretary  of  the  Treasury,  in  such 
forms  and  denominations,  bearing  such  ma- 
turities, and  subject  to  such  terms  and  con- 
ditions as  the  Secretary  of  the  Treasury 
may  prescribe.  Such  obligations  may  be 
issued  to  pay  any  necessary  expenses  re- 
quired pursuant  to  any  guarantee  issued 
under  the  Act  of  September  7,  1957.  Public 
Law  85-307,  as  amended  (49  U.S.C.  1324 
note).  None  of  the  funds  in  this  Act  shall  be 
available  for  the  implementation  or  execu- 
tion of  programs  under  this  head,  the  obli- 
gations for  which  are  In  excess  of 
$75,000,000  during  fiscal  year  1987.  Such  ob- 
ligations shall  be  redeemed  by  the  Secretary 
from  appropriations  authorized  by  this  sec- 
tion. The  Secretary  of  the  Treasury  shall 
purchase  any  such  obligations,  and  for  such 
purpose  he  may  use  as  a  public  debt  trans- 
action the  proceeds  from  the  sale  of  any  se- 
curities issued  under  the  Second  Liberty 
Bond  Act.  as  now  or  hereafter  in  force.  The 
purposes  for  which  securities  may  be  issued 
under  such  Act  are  extended  to  include  any 
purchase  of  notes  or  other  obligations 
issued  under  the  subsection.  The  Secretary 
of  the  Treasury  may  sell  any  such  obliga- 
tions at  such  times  and  price  and  upon  such 
terms  and  conditions  as  he  shall  determine 
in  his  discretion.  All  purchases,  redemp- 
tions, and  sales  of  such  obligations  by  such 
Secretary  shall  be  treated  as  public  debt 
transactions  of  the  United  States. 

For  the  settlement  of  promissory  notes 
issued  to  the  Secretary  of  the  Treasury, 
$13,516,000,  to  remain  available  until  ex- 
pended, together  with  such  sums  as  may  be 
necessary  for  the  payment  of  interest  due 
under  the  tervis  and  conditions  of  such 
notes. 

FEDERAL  HIGHWAY 
ADMINISTRATION 

Limitation  on  General  Operating 
Expenses 
Necessary  expenses  for  administration,  op- 
eration, and  research  of  the  Federal  High- 
way Administration,  not  to  exceed 
[$202,750,000]  $204,660,000,  shall  be  paid, 
in  accordance  with  law,  from  appropriations 
made  available  by  this  Act  to  the  Federal 
Highway  Administration  together  with  ad- 
vances and  reimbursements  received  by  the 
Federal  Highway  Administration;  Provided, 
That  not  to  exceed  C$39,288,000] 
$41,288,000  of  the  amount  provided  herein 
shall  remain  available  until  expended:  Pro- 
vided further.  That,  notwithstanding  any 
other  provision  of  law,  there  may  be  cred- 
ited to  this  account  funds  received  from 
States,  counties,  municipalities,  other  public 
authorities  and  private  sources,  for  training 
expenses  incurred  for  non-Federal  employ- 
ees. 


Highway  Safety  Research  and 
Development  (Highway  Trust  Fund) 
For  necessary  expenses  in  carrying  out 
provisions  of  sections  307(a)  and  403  of  title 
23,  United  States  Code,  to  be  derived  from 
the   Highway   Trust   Fund   and   to   remain 
available  until  expended,  $7,000,000. 
Highway-Related  Safety  Grants  (Liquida- 
tion OF  Contract  Authorization)  (High- 
way Trust  Fund) 

For  payment  of  obligations  incurred  in 
carrying  out  the  provisions  of  title  23. 
United  States  Code,  section  402.  adminis- 
tered by  the  Federal  Highway  Administra- 
tion, to  remain  available  until  expended. 
$12,000,000,  to  be  derived  from  the  Highway 
Trust  Fund:  Provided,  That  not  to  exceed 
$100,000  of  the  amount  appropriated  herein 
shall  be  available  for  "Limitation  on  general 
operating  expenses":  Provided  further.  That 
none  of  the  funds  in  this  Act  shall  be  avail- 
able for  the  planning  or  execution  of  pro- 
grams the  obligations  for  which  are  in 
excess  of  $10,000,000  in  fiscal  year  1987  for 
■Hignway-related  safety  grants". 

[Railroad-Highway  Crossings 
Demonstration  Projects 
[For  necessary  expenses  of  certain  rail- 
road-highway      crossings       demonstration 
projects  as  authorized  by  section  163  of  the 
Federal-Aid  Highway  Act  of  1973.  as  amend- 
ed,   to    remain    available    until    expended. 
$23,500,000.  of  which  $15,333,333  shall  be 
derived  from  the  Highway  Trust  Fund.] 
Federal-Aid  Highways  (Limitation  on 
Obligations)  (Highway  Trust  Fund) 
None  of   the   funds  in  the  Act  shall  be 
available  for  the  implementation  or  execu- 
tion of  programs  the  obligations  for  which 
are       in       excess       of       [$13,125,000,000] 
$13,000,000,000    for    Federal-aid    highways 
and  highway  safety  construction  programs 
for  fiscal  year  1987. 

Federal-Aid  Highways  (Liquidation  of 
Contract  Authorization)  (Highway 
Trust  Fund) 

For  carrying  out  the  provisions  of  title  23. 
United  States  Code,  that  are  attributable  to 
Federal-aid  highways,  including  the  Nation- 
al Scenic  and  Recreational  Highway  as  au- 
thorized by  23  U.S.C.  148.  not  otherwise 
provided,  including  reimbursements  for 
sums  expended  pursuant  to  the  provisions 
of  23  U.S.C.  308.  [$13,036,000,000] 
$13,130,000,000  or  so  much  thereof  as  may 
be  available  in  and  derived  from  the  High- 
way Trust  Fund,  to  remain  available  until 
expended. 

Right-of-Way  Revolving  Fund  (Limitation 
ON  Direct  Loans)  (Highway  Trust  Fund) 
During  fiscal  year  1987  and  with  the  re- 
sources and  authority  available,  gross  obli- 
gations for  the  principal  amount  of  direct 
loans  shall  not  exceed  $47,850,000. 
Motor  Carrier  Safety 
Highway  Trust  Fund 
For  necessary  expenses  to  carry  out  the 
motor  carrier  safety  functions  of  the  Secre- 
tary as  authorized  by  the  Department  of 
Transportation     Act     (80    Stat.     939-940). 
[$20,447,000]    $19,515,000.    to    be    derived 
from    the   highway    trust  fund,    of   which 
[$1,300,000]  $1,900,000  shall  remain  avail- 
able until  expended[,  and  not  to  exceed 
$1,532,000  shall  be  available  for  "Limitation 
on  general  operating  expenses"]. 
Motor  Carrier  Safety  Grants  [(Liquidation 
OF  Contract  Authorization)]  (Highway 
Trust  Fund) 

[For  payment  of  obligations  incurred  for 
motor  carrier  safety  grants,  as  authorized 


by  law,  $18,000,000,  to  be  derived  from  the 
Highway  Trust  F\ind  and  to  remain  avail- 
able until  September  30,  1990:  Provided, 
That  none  of  the  funds  in  this  Act  shall  be 
available  for  the  planning  or  execution  of 
programs  the  obligations  for  which  are  in 
excess  of  $50,000,000  in  fiscal  year  1987  for 
"Motor  carrier  safety  grants".] 

For  necessary  expenses  to  carry  out  provi- 
sions of  section  402  of  Public  Law  97-424, 
$20,000,000  to  bf  derived  from  the  Highway 
Trust  Fund  and  to  remain  available  until 
September  30,  1989. 

Access  Highways  to  Pubuc  Rccreatjon 
Areas  on  Certain  Lakes 

For  necessary  expenses  of  certain  access 

highway  projects,  as  authorised  by  section 

155.  title  23,  United  States  Code,  to  remain 

available  until  expended,  $10,000,000. 

[Baltimore-Washington  Parkway 

(Highway  Trust  Fund) 

[For  necessary  expenses,  not  otherwise 
provided,  to  carry  out  the  provisions  of  the 
Federal-Aid  Highway  Act  of  1970.  for  the 
Baltimore-Washington  Parlcway.  to  remain 
available  until  expended,  $9,000,000.  to  be 
derived  from  the  Highway  Trust  Fund  and 
to  be  withdrawn  therefrom  at  such  times 
and  in  such  amounts  as  may  be  necessary.] 

Waste  Isolation  Pilot  Project  Roads 
For  necessary  expenses  in  connection  with 
the  upgrading  of  certain  highways  for  the 
transportation  of  nuclear  waste  generated 
during  defense-related  activities,  not  other- 
wise provided  for,  $10,000,000.  to  remain 
available  until  expended. 

[Airport-Highway  Demonstration 
Project 
[For  necessary  expenses  to  carry  out  a 
highway  project  to  depress  a  highway  in 
Shawnee.  Oklahoma,  that  demonstrates 
methods  of  improving  air  service  to  a  small 
community  by  extension  of  a  runway  over  a 
depressed  road.  $1,887,000.  to  remain  avail- 
able until  expended. 

[Expressway  Gap  Closing  Demonstration 
Project 
[For  necessary  expenses  to  carry  out  a 
highway  construction  project  along  State 
Route  113  in  north-central  California  that 
demonstrates  methods  of  reducing  motor 
vehicle  congestion  and  increasing  employ- 
ment. $13,900  000.  to  remain  available  until 
expended:  Provided.  That  such  funds  shall 
be  exempt  from  any  limitation  on  obliga- 
tions for  Federal-aid  highways  and  highway 
safety  construction  programs. 

[Intermodal  Urban  Demonstration 
Project  (Highway  Trust  Fund) 
[For  necessary  expenses  to  carry  out  the 
provisions  of  section  124  of  the  Federal- Aid 
Highway  Amendments  of  1974,  $11,000,000. 
to  be  derived  from  the  Highway  Trust  Fund. 
[Highway  Safety  and  Economic  Develop- 
ment Demonstration  Projects  (Highway 
Trust  Fund) 

[For  necessary  expenses  to  carry  out  con- 
struction projects  in  the  State  of  Mississippi 
on  Route  302  to  connect  1-55  and  U.S.  High- 
way 72,  on  Sute  Route  6  from  Pontotoc  to 
Oxford,  on  U.S.  Highway  82  from  1-55  to 
Starkville,  and  on  U.S.  Highway  72  from 
Corinth.  Mississippi,  to  the  Tennessee  State 
line,  that  demonstrates  the  safety  and  eco- 
nomic benefits  of  widening  and  improving 
highways,  there  is  authorized  to  be  appro- 
priated such  sums  as  may  be  necessary,  to 
be  derived  from  the  Highway  Trtist  Fund 
and  to  remain  available  until  expended,  of 
which  $10,000,000  is  hereby  appropriated,  to 
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remain  available  until  expended,  for  the 
projects  identified  under  this  head  on  Route 
302  and  on  U.S.  Highway  82:  Provided,  That 
all  funds  appropriated  under  this  head  shall 
be  exempt  from  any  limitation  on  obliga- 
tions for  Federal-aid  highways  and  highway 
safety  construction  programs. 
[Airport  Access  Demonstration  Project 

(Highway  Trust  Fund) 
IPor  necessary  expenses  to  carry  out  a 
demonstration  project  in  the  vicinity  of  the 
Ontario  International  Airport  in  San  Ber- 
nardino County.  California,  for  the  purpose 
of  demonstrating  methods  of  improving 
highway  access  to  an  airport  that  is  project- 
ed to  incur  a  substantial  increase  in  air  serv- 
ice. $4,000,000.  to  remain  available  until  ex- 
pended and  to  be  derived  from  the  Highway 
Trust  Fund:  Provided,  That  such  funds 
shall  be  exempt  from  any  limitation  on  obli- 
gations for  Federal-aid  highways  and  high- 
way safety  construction  programs. 
[Highway  Safety  Ibiprovement  Demon- 
stration Project  (Highway  Trust  Fund) 
[For  the  purpose  of  carrying  out  a  coordi- 
nated project  of  highway  improvements  in 
the  vicinity  of.  Pontiac  and  East  Lansing. 
Michigan,  that  demonstrates  methods  of  en- 
hancing safety  and  promoting  economic  de- 
velopment through  widening  and  resurfac- 
ing of  highways  on  the  Federal-aid  primary 
system  and  on  roads  on  the  Federal-aid 
urban  system,  there  is  hereby  authorized  to 
be  appropriated  $32,000,000,  to  be  derived 
from  the  Highway  Trust  Fund  and  to 
remain  available  until  expended,  of  which 
$7,000,000  is  hereby  appropriated:  Provided, 
That  all  funds  appropriated  under  this  head 
shall  be  exempt  from  any  limitation  on  obli- 
gations for  Federal-aid  highways  and  high- 
way safety  construction  programs. 
[Highway-Railroad  Grade  Crossing 
Safety  Demonstration  Project  (High- 
way Trust  F^-nd) 

[For  the  purpose  of  carrying  out  a  coordi- 
nated project  of  highway-railroad  grade 
crossing  separations  in  Mineola,  New  York, 
that  demonstrates  methods  of  enhancing 
highway-railroad  grade  crossing  safety 
while  minimizing  surrounding  environmen- 
tal effects,  there  is  hereby  authorized  to  be 
appropriated  $50,000,000.  to  be  derived  from 
the  Highway  Trust  Fund  and  to  remain 
available  until  expended,  of  which 
$3,000,000  is  hereby  appropriated:  Provided, 
That  all  funds  appropriated  under  this  head 
shall  be  exempt  from  any  limitation  on  obli- 
gations for  Federal-aid  highways  and  high- 
way safety  construction  programs. 
[Nuclear  Waste  Transportation  Safety 
Demonstration  Project  (Highway  Trust 

[For  necessary  expenses  for  a  project  to 
construct  a  relief  route  in  the  Los  Alamos- 
Santa  Fe,  New  Mexico,  corridor  that  demon- 
strates methods  of  improving  the  safety  of 
transporting  nuclear  waste  by  constructing 
an  alternate  route  with  specific  safety  fea- 
tures. $4,000,000,  to  be  derived  from  the 
Highway  Trust  Fund  and  to  remain  avail- 
able until  expended:  Provided,  That  such 
funds  shall  be  exempt  from  any  limitation 
on  obligations  for  Federal-aid  highways  and 
highway  safety  construction  programs. 

[Theodore  Roosevelt  Bridge  Capacity 
Improvements  (Highway  Trust  Fund) 

[For  necessary  expenses  to  improve  the 
safety,  capacity,  and  operation  of  the  Theo- 
dore Roosevelt  Bridge  on  1-66.  connecting 
the  Commonwealth  of  Virginia  and  the  Dis- 
trict of  Columbia.  $1,500,000.  to  be  derived 
from    the    Highway    Trust    Fund    and    to 


remain  available  until  expended:  Provided, 
That  such  funds  shall  be  exempt  from  any 
limitation  on  obligations  for  Federal-aid 
highways  and  highway  safety  construction 
programs. 

[Airport  Access  Highway  Demonstration 
Project  (Highway  Trust  Fund) 
[For  necessary  expenses  to  carry  out  a 
demonstration  project  in  the  vicinity  of  the 
New  Orleans  International  Airport  in  Jef- 
ferson Parish.  Louisiana,  for  the  purpose  of 
demonstrating  methods  of  improving  high- 
way access  to  an  airport  that  is  suffering 
from  conunuter  congestion  and  is  in  the 
process  of  extending  its  main  east-west 
runway,  $5,000,000.  to  remain  available  until 
expended  and  to  be  derived  from  the  High- 
way Trust  FXind:  Provided,  That  such  funds 
shall  be  exempt  from  any  limitation  on  obli- 
gations for  Federal-aid  highways  and  high- 
way safety  construction  programs.] 

NATIONAL  HIGHWAY  TRAFFIC 
SAFETY  ADMINISTRATION 

Operations  and  Research 
i  including  transfer  of  funds' 
For  expenses  necessary  to  discharge  the 
functions  of  the  Secretary  with  respect  to 
traffic  and  highway  safety  and  functions 
under  the  Motor  Vehicle  Information  and 
Cost  Savings  Act  (Public  Law  92-513.  as 
amended).  [$93,600,000]  $81,448,000,  to- 
gether with  [$2,000,000]  S5.000.000,  to  be 
derived  from  unobligated  balances  of 
["Payments  to  air  carriers"]  "Section  408, 
Alcohol  Safety  Incentive  Grants",  and  such 
amounts  of  liquidating  cash  as  may  be  nec- 
essary to  be  derived  from  "Highway  Traffic 
Safety  Grants",  of  which  [$37,742,000] 
$28,822,000  shall  be  derived  from  the  High- 
way Trust  Fund:  Provided.  That  not  to 
exceed  [$44,268,000]  $34,598,000  shall 
remain  available  until  expended,  of  which 
[$21,637,000]  $12,717,000  shall  be  derived 
from  the  Highway  Trust  Fund  [:-Proi!ided 
further.  That,  of  the  funds  available  under 
this  head,  $10,000,000  shall  be  available  to 
implement  the  recommendations  of  the 
1985  National  Academy  of  Sciences  report 
on  trauma  research]. 

Highway  Traffic  Safety  Grants 

(Liquidation  of  Contract  Authorization) 
(Highway  Trust  Fund) 

[ilNCLUDING  RESCISSIONi] 

For  payment  of  obligations  incurred  car- 
rying out  the  provisions  of  23  U.S.C.  402, 
406,  and  408,  and  section  209  of  Public  Law 
95-599.  as  amended,  to  remain  available 
until  expended.  [$122,000,000] 

$127,000,000.  to  be  derived  from  the  High- 
way Trust  Fund:  Provided.  That  none  of  the 
funds  in  this  Act  shall  be  available  for  the 
planning  or  execution  of  programs  the  total 
obligations  for  which  are  in  excess  of 
$121,060,000  in  fiscal  year  1987  for  "State 
and  community  highway  safety"  authorized 
under  23  U.S.C.  402:  Provided  further.  That 
none  of  these  funds  shall  be  used  for  con- 
struction, rehabilitation  or  remodeling 
costs,  or  for  office  furnishings  and  fixtures 
for  State,  local,  or  private  buildings  or  struc- 
tures: Provided  further.  That  none  of  the 
funds  in  this  Act  shall  be  available  for  the 
planning  or  execution  of  programs  the  total 
obligations  for  which  are  in  excess  of 
[$14,400,000]  $17,900,000  for  "Alcohol 
safety  incentive  grants"  authorized  under  23 
U.S.C.  408:  Provided  further,  That  none  of 
the  funds  in  this  Act  shall  be  available  for 
the  planning  or  execution  of  programs  au- 
thorized under  section  209  of  Public  Law  95- 
599.  as  amended,  the  total  obligations  for 
which  are  in  excess  of  $4,750,000  in  fiscal 


years  1983,  1984,  1985,  1986.  and  1987:  Pro- 
vided  further.  That  not  to  exceed 
[$4,860,000]  $4,900,000  shall  be  available 
for  administering  the  provisions  of  23  U.S.C. 
402  [:  Provided  further,  That  of  the  funds 
available  for  obligation  for  "Alcohol  safety 
incentive  grants"  undeP  section  23  U.S.C. 
408.  $5,000,000  is  hereby  rescinded], 

FEDERAL  RAILROAD 
ADMINISTRATION 

Office  of  the  Administrator 

<  INCLUDING  [transfer]  TRANSFERS  OT  FVKDS) 

For  necessary  expenses  of  the  Federal 
Railroad  Administration,  not  otherwise  pro- 
vided for.  including  authorized  expenses  as- 
sociated with  Washington  Union  Station. 
[$26,750,000]  $27,000,000.  of  which 
$4,600,000  shall  remain  available  until  ex- 
pended, [and]  $3,500,000  shall  be  derived 
from  unobligated  balances  of  "Rail  service 
assistance",  and  $4,565,000  shall  be  derived 
from  unobligated  balances  of  "Conrail  work- 
force reduction":  Provided,  That  none  of 
the  funds  in  this  Act  shall  be  available  for 
the  planning  or  execution  of  a  program 
making  commitments  to  guarantee  new 
loans  under  the  Emergency  Rail  Services 
Act  of  1970.  as  amended,  and  that  no  new 
commitments  to  guarantee  loans  under  sec- 
tion 211(a)  or  211(h)  of  the  Regional  Rail 
Reorganization  Act  of  1973,  as  amended, 
shall  be  made:  Provided  further.  That  none 
of  the  funds  in  this  Act  shall  be  available 
for  the  acquisition,  sale,  or  transference  of 
Washington  Union  Station  without  the 
prior  approval  of  the  House  and  Senate 
Committees  on  Appropriations:  Provided 
further.  That,  notwithstanding  any  other 
provision  of  law.  of  the  funds  available 
under  this  head,  $10,000,000  shall  be  avail- 
able for  necessary  expenses  for  rail  assist- 
ance authorized  by  section  5(q)  of  the  De- 
partment of  Transportation  Act,  as  amend- 
ed, to  remain  available  until  expended:  Pro- 
vided further.  That  $7,500,000  of  the  fiscal 
year  1987  funds  made  available  under  sec- 
tion 5(h)  shall  be  made  available  for  use  di- 
rectly under  sections  5(h)(3)(B)(ii)  and 
5(h)(3)(C)  of  the  Department  of  Transpor- 
tation Act,  as  amended,  notwithstanding 
any  provisions  therein  to  the  contrary:  Pro- 
vided further.  That  each  State  shall  be  enti- 
tled to,  and  no  more  than.  $50,000  under  the 
combined  provisions  of  section  5(h)(2)  and 
section  5(i).  notwithstanding  any  provisions 
therein  to  the  contrary:  Provided  further. 
That  no  State  may  apply  for  fiscal  year 
1987  funds  available  under  section  5(h)(2) 
until  such  State  has  obligated  all  funds 
granted  to  it  under  section  5(h)(2)  in  the 
fiscal  years  prior  to  the  beginning  of  fiscal 
year  1982.  other  than  funds  not  expended 
due  to  pending  litigation:  Provided  further. 
That  a  State  denied  funding  by  reason  of 
the  preceding  proviso  may  still  apply  for 
and  receive  funds  for  planning  purposes. 

Railroad  Safety 
For  necessary  expenses  in  connection  with 
railroad  safety,  not  otherwise  provided  for, 
[$25,700,000]  $28,424,000  of  which 
$2,700,000  shall  remain  available  until  ex- 
pended. 

Railroad  Research  and  Development 
For  necessary  expenses  for  railroad  re- 
search and  development,  [$9,800,000] 
$9,581,000,  to  remain  available  until  expend- 
ed. Provided,  That  $200,000,  together  with 
funds  appropriated  for  fiscal  year  1986  and 
intended  for  such  purposes,  shall  be  avail- 
able to  support,  by  contract  or  financial  as- 
sistance agreement,  the  development  of  rail- 
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Toad-commMnity-polxce  grade  crossing 
safety  education  programs. 
Northeast  Corridor  Improvement  Program 
For  necessary  expenses  related  to  North- 
east Corridor  improvements  authorized  by 
title  Vll  of  the  Railroad  Revitalization  and 
Regulatory  Reform  Act  of  1976,  as  amended 
(45  U.S.C.  851  et  seq.),  [$16,962,000] 
$11,962,000.  to  remain  available  until  ex- 
pended: Provided,  That,  notwithstanding 
any  other  provision  of  law,  the  provisions  of 
Public  Law  85-804  shall  apply  to  the  North- 
east Corridor  Improvement  Program:  Pro- 
vided further.  That  the  Secretary  may  waive 
the  provisions  of  23  U.S.C.  322  (c)  and  <d)  if 
such  action  would  serve  a  public  purpose: 
Provided  further.  That  all  public  at  grade- 
level  crossings  remaining  along  the  North- 
east Corridor  upon  completion  of  the 
project  shall  be  equipped  with  protective  de- 
vices including  gates  and  lights. 

CoNRAiL  Labor  Protection 
Any  unobligated  balances  of  funds  provid- 
ed for  "Conrail  workforce  reduction  pro- 
gram" in  excess  of  $4,565,000  that  are  not  re- 
quired for  reimbursement  of  termination  al- 
lowances for  terminations  effected  not  later 
than  September  30,  1986.  are  transferred  to 
-Grants  to  the  /National  Railroad  Passenger 
Corporation":  Provided,  That  such  sums  as 
may  be  necessary  shall  be  made  available 
from  unobligated  balances  of  funds  previ- 
ously provided  for  "Conrail  labor  protec- 
tion" to  pay  necessary  expenses  of  the  Rail- 
road Retirement  Board  ("Board")  for  ad- 
ministration of  section  701. 

Notwithstanding  any  other  provision  of 
law.  upon  exhaustion  of  appropriated  funds 
available  for  payment  of  benefits  under  sec- 
tion 701  of  the  Act  and  thereafter,  (1)  the 
Consolidated  Rail  Corporation  '"Conrail"/. 
as  agent  for  the  Board,  shall  pay  section  701 
benefits,  without  reimbursement,  in  such 
amounts  and  to  such  eligible  employees  as 
the  Board  shall  designate,  subject  to  the  lim- 
itations stated  in  the  Benefit  Schedules  pre- 
scribed by  the  Secretary  of  Labor;  (2)  Con- 
rail shall  pay  the  Board  for  its  necessary  ex- 
penses of  administration;  and  (31  the  United 
States  shall  have  no  further  liability  under 
title  VII  of  the  Act:  Provided,  That  the 
Board  shall  continue  to  administer  the  de- 
termination of  benefits  under  section  701 
and  shall  designate  benefits  for  payment  by 
Conrail  as  agent  for  the  Board;  and  the 
Board  shall  make  requests  of  Conrail  to  pay, 
in  advance,  necessary  expenses  of  adminis- 
tration, which  requests  Conrail  shall 
promptly  honor  as  due  and  payable  liqui- 
dated debts,  subject  to  adjustment  after 
audit  by  the  Inspector  General  of  the  Board; 
and  the  Board  may  receive  and  apply  the 
administrative  costs  paid  by  Conrail  as  if 
suc/i  funds  were  appropriated  expenses  of 
administration  under  this  Act-  Provided  fur- 
ther. That  Conrail  shall  be  deemed  subrogat- 
ed to  the  right  of  the  Board  to  recover  any 
benefit  paid  by  Conrail  that  was  improvi- 
dently  paid,  and  the  Board  shall  cooperate 
fully  vciith  Conrail  in  its  effort  to  recover 
any  such  payment;  but  Conrail  shall  have 
no  claim  against  the  Board  for  such  pay- 
ment, and  the  Board  shall  not  6e  made  a 
party  to  any  lawsuit  or  to  any  proceeding 
with  respect  to  recovery  of  such  payments: 
Provided  further.  That  upon  exhaustion  of 
funds  appropriated  under  section  713  of  the 
Act,  the  benefits  provided  by  Conrail,  as 
agent  for  the  Board,  shall  for  purposes  of 
said  title  VII,  nevertheless  be  deemed  to  have 
been  made  available  under  section  713  of  the 
Act;  and,  except  as  set  forth  herein,  title  VII 
of  the  Act  shall  remain  in  full  force  and 


effect  in  accordance  with  its  terms:  Provided 
further,  That  (1)  any  dispute  or  controversy 
concerning  eligibility  for  benefits  under  sec- 
tion 701  of  the  Act  and  the  Benefit  Sctiedules 
issued  thereunder  shall  be  determined  under 
such  procedures  as  the  Board  may  by  regula- 
tion prescribe;  <2)  subject  to  administrative 
reconsideration  by  the  Board  under  its  own 
procedures,  findings  of  fact  and  conclusions 
of  law  of  the  Board  in  determination  of  any 
claim  for  such  benefits  shall,  in  the  absence 
of  fraud  or  an  action  exceeding  the  Board's 
jurisdiction,  be  binding  and  conclusive  for 
all  purposes  and  shall  not  be  subject  to 
review  in  any  manner;  and  (3)  for  purposes 
of  the  administration  of  section  701,  the  ad- 
ministrative powers  and  penalties  set  forth 
in  sections  9  and  12  of  the  Railroad  Unem- 
ployment Insurance  Act  shall  be  available  to 
the  Board. 

Grants  to  the  National  Railroad 
Passenger  Corporation 
I  including  transfer  of  funds  I 
To  enable  the  Secretary  of  Transportation 
to  make  grants  to  the  National  Railroad 
Passenger  Corporation  for  operating  losses 
incurred  by  the  Corporation,  capital  im- 
provements, and  labor  protection  costs  au- 
thorized by  45  U.S.C.  565.  to  remain  avail- 
able until  expended.  [$613,000,000.  of  which 
$11,000,000  shall  be  derived  from  unexpend- 
ed balances  of  'Conrail  workforce  reduc- 
tion"! $591,000,000,  together  with  such  sums 
that  are  available  from  "Conrail  workforce 
reduction"  as  of  September  30.  1986  in 
excess  of  $4,565,000:  Provided.  That  none  of 
the  funds  herein  appropriated  shall  be  used 
for  lease  or  purchase  of  passenger  motor  ve- 
hicles or  for  the  hire  Of  vehicle  operators 
for  any  officer  or  employee,  other  than  the 
president  of  the  Corporation,  excluding  the 
lease  of  passenger  motor  vehicles  for  those 
officers  or  employees  while  in  official  travel 
status:  Provided  further.  That  the  Secretary 
shall  make  no  commitments  to  guarantee 
new  loans  or  loans  for  new  purposes  under 
45  U.S.C.  602  in  fiscal  year  1987:  Provided 
further.  That  the  incurring  of  any  obliga- 
tion or  commitment  by  the  Corporation  for 
the  purchase  of  capital  improvements  pro- 
hibited by  this  Act  or  not  expressly  provid- 
ed for  in  an  appropriation  Act  shall  be 
deemed  a  violation  of  31  U.S.C.  1341:  Pro- 
vided further.  That  no  funds  are  required  to 
be  expended  or  reserved  for  expenditure 
pursuant  to  45  U.S.C.  601(e):  Provided  fur- 
ther. That  none  of  the  funds  in  this  or  any 
other  Act  shall  be  made  available  to  finance 
the  rehabilitation  and  other  improvements 
(including  upgrading  track  and  the  signal 
system,  ensuring  safety  at  public  and  pri- 
vate highway  and  pedestrian  crossings  by 
improving  signals  or  eliminating  such  cross- 
ings, and  the  improvement  of  operational 
portions  of  stations  related  to  intercity  rail 
passenger  service)  on  the  main  line  track  be- 
tween Atlantic  City,  New  Jersey,  and  the 
main  line  of  the  Northeast  Corridor,  unless 
the  Secretary  of  Transportation  certifies 
that  not  less  than  40  per  centum  of  the 
costs  of  such  improvements  shall  be  derived 
from  non-Federal  sources:  Provided  further. 
That,  notwithstanding  any  other  provision 
of  law,  the  National  Railroad  Passenger 
Corporation  shall  not  operate  rail  passenger 
service  between  Atlantic  City,  New  Jersey, 
and  the  Northeast  Corridor  main  line  unless 
the  Corporations. Board  of  Directors  deter- 
mines that  revenues  from  such  service  have 
covered  or  exceeded  80  per  centum  of  the 
short  term  avoidable  costs  of  operating  such 
service  in  the  first  year  of  operation  and  100 
per  centum  of  the  short  term  avoidable  op- 
erating costs  for  each  year  thereafter:  Pro- 


vided further.  That  none  of  the  funds  pro- 
vided in  this  or  any  other  Act  shall  be  made 
available  to  finance  the  acquisition  and  re- 
habilitation of  a  line,  and  construction  nec- 
essary to  facilitate  improved  rail  passenger 
service,  between  Spuyten  Duyvll,  New  York, 
and  the  main  line  of  the  Northeast  Corridor 
unless  the  Secretary  of  Transportation  cer- 
tifies that  not  less  than  40  per  centum  of 
the  costs  of  such  improvements  shall  be  de- 
rived from  non-Amtrak  sources. 

Railroad  Rehabilitation  and  Improvement 
Financing  Funds 
The  Secretary  of  Transportation  is  au- 
thorized to  issue  to  the  Secretary  of  the 
Treasury  notes  or  other  obligations  pursu- 
ant to  section  512  of  the  Railroad  Revital- 
ization and  Regulatory  Reform  Act  of  1976 
(Public  Law  94-210).  as  amended,  in  such 
amounts  and  at  such  times  as  may  be  neces- 
sary to  pay  any  amounts  required  pursuant 
to  the  guarantee  of  the  principal  amount  of 
obligations  under  sections  511  through  513 
of  such  Act,  such  authority  to  exist  as  long 
as  any  such  gruaranteed  obligation  is  out- 
standing: Provided,  That  no  new  loan  guar- 
antee commitments  shall  be  made  during 
fiscal  year  1987. 

Redeemable  Preference  Shares 
Notwithstanding  any  other  provision  of 
law.  the  Secretary  of  Transportation  shall, 
until  September  30.  1988.  issue  and  sell,  and 
the  Secretary  of  the  Treasury  until  such 
date  shall  purchase  fund  anticipation  notes, 
and  the  Secretary  of  Transportation  is 
hereby  authorized  to  expend  for  uses  au- 
thorized for  the  Railroad  Rehabilitation 
and  Improvement  Fund  proceeds  from  the 
sale  of  such  fund  anticipation  notes  and  any 
other  moneys  deposited  in  the  fund  after 
September  30.  1985.  pursuant  to  sections 
502,  505-507.  and  509  of  the  Railroad  Revi- 
talization and  Regulatory  Reform  Act  of 
1976  (Public  Law  94-210).  as  amended,  and 
section  803  of  Public  Law  95-620,  in  addi- 
tional amounts  not  to  exceed  [$9,000,000] 
$4,000,000. 

[Conrail  Commuter  Transition 
Assistance 
[For  necessary  capital  expenses  of  Con- 
rail commuter  transition  assistance,  not  oth- 
erwise provided  for.  $5,000,000,   to  remain 
available  until  expended.) 

URBAN  MASS  TRANSPORTATION 
ADMINISTRATION 

Administrative  Expenses 
For  necessary  administrative  expenses  of 
the  urban  mass  transportation  program  au- 
thorized by  the  Urban  Mass  Transportation 
Act  of  1964,  as  amended  (49  U.S.C.  1601  et 
seq.).  and  23  U.S.C.  chapter  1,  in  connection 
with  these  activities,  including  hire  of  pas- 
senger motor  vehicles  and  services  as  au- 
thorized by  5  U.S.C.  3109.  $31. 000.000  [.  of 
which  not  to  exceed  $560,000  shall  be  avail- 
able for  the  Office  of  the  Administrator]. 

Research.  Training,  and  Human  Resourcet 
For  necessary  expenses  for  research, 
training,  and  human  resources  as  author- 
ized by  the  Urban  Mass  Transportation  Act 
of  1964,  as  amended  (49  U.S.C.  1601  et  seq.), 
to  remain  available  until  expended, 
[$17,600,000]  $17,400,000:  Provided,  That 
there  may  be  credited  to  this  appropriation 
funds  received  from  States,  counties,  mu- 
nicipalities, other  public  authorities,  and 
private  sources,  for  expenses  incurred  for 
training. 
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Formula  Grants 

For  necessary  expenses  to  carry  out  the 
provisions  of  sections  9  and  18  of  the  Urban 
Mass  Transportation  Act  of  1964.  as  amend- 
ed (49  U.S.C.  1601  et  seq.).  $2,000,000,000.  to 
remain  available  until  expended;  Provided. 
That  notwithstanding  any  other  provision 
of  law.  before  apportionment  of  these  funds. 
tl6,900.000  shall  be  made  available  for  the 
purposes  of  section  18  of  the  Urban  Mass 
Transportation  Act  of  1964.  as  amended: 
Provided  further,  That,  notxoithstanding 
any  other  provision  of  law,  of  the  funds  pro- 
vided under  this  Act  for  formula  grants,  no 
mare  than  t82S.32S,017  may  be  used  for  op- 
erating assistance  under  section  9fk)(2J  of 
the  Urban  Mass  Transportation  Act  of  1964. 
as  amended:  Provided  further.  That,  not- 
xoithstanding any  other  provision  of  law.  of 
the  amount  available  for  operating  assist- 
ance under  this  Act,  no  more  than 
$541,786,487  may  be  used  for  operating  as- 
sistance in  urbanized  areas  with  a  popula- 
tion of  1,000.000  or  more. 

Discretionary  Grants 

(Limitation  on  Obligations) 

(Highway  Trust  Fund) 

None  of  the  funds  in  this  Act  shall  be 
available  for  the  implementation  or  execu- 
tion of  programs  in  excess  of 
[$1,015,000,000]  S990.000.000  in  fiscal  year 
1987  for  grants  under  the  contract  author- 
ity authorized  in  section  21(aK2)(B)  of  the 
Urban  Mass  Transportation  Act  of  1964.  as 
amended  (49  U.S.C.  1601  et  seq.). 
(Liquidation  of  Contract  Authorization) 
(Highway  Trust  Fund) 

For  payment  of  obligations  incurred  in 
carrying  out  section  21(a)(2)  of  the  Urban 
Mass  Transportation  Act  of  1964.  as  amend- 
ed (49  U.S.C.  1601  et  seq).  administered  by 
the  Urban  Mass  Transportation  Administra- 
tion. [$950,000,000]  SI. 100.000.000.  to  be  de- 
rived from  the  Highway  Trust  Fund  and  to 
remain  available  until  expended. 

Intf»state  Transfer  Grants— Transit 

For  necessary  expenses  to  carry  out  the 
provisions  of  23  U.S.C.  103(e)(4)  related  to 
transit  projects.  $200,000,000,  to  remain 
available  until  expended. 

Washington  Metro 

For  necessary  expenses  to  carry  out  the 
provisions  of  section  14  of  Public  Law  96- 
184.  [$217,239,000]  S18S.000.000.  to  remain 
available  until  expended. 

SAINT  LAWRENCE  SEAWAY 
DEVELOPMENT  CORPORATION 
The  Saint  Lawrence  Seaway  Development 
Corporation  is  hereby  authorized  to  make 
such  expenditures,  within  the  limits  of 
funds  and  t>orrowing  authority  available  to 
the  Corporation,  and  in  accord  with  law. 
and  to  make  such  contracts  and  commit- 
ments without  regard  to  fiscal  year  limita- 
tions as  provided  by  section  104  of  the  Gov- 
ernment Corporation  Control  Act,  as 
amended,  as  may  be  necessary  in  carrying 
out  the  programs  set  forth  in  the  Corpora- 
tion's budget  for  the  current  fiscal  year 
except  as  hereinafter  provided. 
Limitation  on  Administrative  Expenses 
Not  to  exceed  [$1,925,000]  $1,990,000 
shall  be  available  for  administrative  ex- 
penses, which  shall  be  computed  on  an  ac- 
crual basis,  including  not  to  exceed  $3,000 
for  official  entertainment  expenses  to  be  ex- 
pended upon  the  approval  or  authority  of 
the  Secretary  of  Transportation:  Provided, 
That  Corporation  funds  shall  be  available 
for  the  hire  of  passenger  motor  vehicles  and 


aircraft,  operation  and  maintenance  of  air- 
craft, uniforms  or  allowances  therefor  for 
operation  and  maintenance  personnel,  as 
authorized  by  law  (5  U.S.C.  5901-5902).  and 
$15,000  shall  be  available  for  services  as  au- 
thorized by  5  U.S.C.  3109. 

[Eisenhower  Lock  Repair 

[For  necessary  expenses  to  repair  and  re- 
habilitate   Eisenhower   Lock    located    near 
Massena.  New  York.  $2,000,000.  to  remain 
available  until  expended.] 
RESEARCH  AND  SPECIAL  PROGRAMS 
ADMINISTRATION 
Research  and  Special  Programs 

For  expenses  necessary  to  discharge  the 
functions  of  the  Research  and  Special  Pro- 
grams Administration,  for  expenses  for  con- 
ducting research  and  development,  and  for 
grants-in-aid  to  carry  out  a  pipeline  safety 
program,  as  authorized  by  the  Natural  Gas 
Pipeline  Safety  Act  of  1968  and  the  Hazard- 
'  ous  Liquid  Pipeline  Safety  Act  of  1979. 
[$20,800,000]  $19,950,000.  of  which 
[$5,000,000]  $4,500,000  shall  be  available 
only  for  natural  gas  and  hazardous  liquid 
pipeline  safety  grants-in-aid.  and  of  which 
[$7,265,000]  $6,550,000  shall  remain  avail- 
able until  expended:  Provided.  That  there 
may  be  credited  to  this  appropriation  funds 
received  from  States,  counties,  municipali- 
ties, other  public  authorities,  and  private 
sources  for  expenses  incurred  for  training: 
Provided  further.  That  of  the  funds  made 
available  for  natural  gas  and  hazardous 
liquid  pipeline  safety  grants-in-aid,  the  sum 
provided  over  and  above  the  amount  made 
available  for  this  purpose  in  fiscal  year  1986 
shall  be  used  only  to  support  additional  en- 
forcement personnel  beyond  the  personnel 
level  in  each  State  as  of  September  30,  1986. 
OFFICE  OP  THE  INSPECTOR  GENERAL 
Salaries  and  Expenses 

For  necessary  expenses  of  the  Office  of 
the  Inspector  General  in  carrying  out  the 
provisions  of  the  Inspector  General  Act  of 
1978.  [$27,770,000]  $27,000,000. 

TITLE  II— RELATED  ACENCIES 
ARCHITECTURAL    AND   TRANSPORTA- 
TION        BARRIERS         COMPLIANCE 

BOARD 

Salaries  and  Expenses 

For  expenses  necessary  for  the  Architec- 
tural and  Transportation  Barriers  Compli- 
ance Board,  as  authorized  by  section  502  of 
the  Rehabilitation  Act  of  1973.  as  amended. 
[$1,975,000]  $1,890,000. 

NATIONAL  TRANSPORTATION  SAFETY 

BOARD 

Salaries  and  EIxpenses 

For  necessary  expenses  of  the  National 
Transportation  Safety  Board,  including  hire 
of  passenger  motor  vehicles  and  aircraft; 
services  as  authori2%d  by  5  U.S.C.  3109,  but 
at  rates  for  individuals  not  to  exceed  the  per 
diem  rate  equivalent  to  the  rate  for  a  GS- 
18:  uniforms,  or  allowances  therefor,  as  au- 
thorized by  law  (5  U.S.C.  5901-5902). 
$22,240,000,  of  which  not  to  exceed  $500 
may  be  used  for  official  reception  and  repre- 
sentation expenses. 

INTERSTATE  COMMERCE 

COMMISSION 

Salaries  and  Expenses 

(including  transfer  of  funds' 

For  necessary  expenses  of  the  Interstate 
Commerce  Commission,  including  services 
as  authorized  by  5  U.S.C.  3109,  and  not  to 
exceed  $1,500  for  official  reception  and  rep- 
resentation expenses,  [$47,900,000] 
$46,802,000,  together  with  the  unobligated 


balances  of  "Payments  for  directed  rail  serv- 
ice": Provided,  That  joint  board  members 
and  cooperating  State  commissioners  may 
use  Government  transportation  requests 
when  traveling  in  cormection  with  their  offi- 
cial duties  as  such. 

Payments  for  Directed  Rail  Service 

(Limitation  on  Obligations) 

None  of  the  funds  provided  in  this  Act 
shall  l>e  available  for  the  execution  of  pro- 
grams the  obligations  for  which  can  reason- 
ably be  expected  to  exceed  $1,000,000  for  di- 
rected rail  service  authorized  under  49 
U.S.C.  11125  or  any  other  legislation. 
PANAMA  CANAL  COMMISSION 
Operating  Expenses 

For  operating  expenses  necessary  for  the 
Panama  Canal  Commission,  including  hire 
of  passenger  motor  vehicles  and  aircraft; 
uniforms  or  allowances  therefor,  as  author- 
ized by  law  (5  U.S.C.  5901-5902);  not  to 
exceed  $9,000  for  official  reception  and  rep- 
resentation expenses  of  the  Board;  oper- 
ation of  guide  services;  residence  for  the  Ad- 
ministrator; disbursements  by  the  Adminis- 
trator for  employee  and  community 
projects;  not  to  exceed  $3,000  for  official  re- 
ception and  representation  expenses  of  the 
Secretary;  not  to  exceed  $24,000  for  official 
reception  and  representation  expenses  of 
the  Administrator;  and  to  employ  services  as 
authorized  by  law  (5  U.S.C.  3109); 
[$409,770,000]  $410,000,000.  to  be  derived 
from  the  Panama  Canal  Commission  Fund: 
Provided,  That  there  may  be  credited  to 
this  appropriation  funds  received  from  the 
Panama  Canal  Commission's  capital  outlay 
account  for  expenses  incurred  for  supplies 
and  services  provided  for  capital  projects. 

Capital  Outlay 
For  acquisition,  construction,  replace- 
ment, and  improvement  of  facilities,  struc- 
tures, and  equipment  required  by  the 
Panama  Canal  Commission,  including  the 
purchase  of  not  to  exceed  forty-one  passen- 
ger motor  vehicles  for  replacement  only  (in- 
cluding large  heavy-duty  vehicles  used  to 
transport  Commission  personnel  across  the 
Isthmus  of  Panama,  the  purchase  price  of 
which  shall  not  exceed  $14,000  per  vehicle); 
to  employ  services  authorized  by  law  (5 
U.S.C.  3109);  $24,403,000.  to  be  derived  from 
the  Panama  Canal  Commission  Fund  and  to 
remain  available  until  expended. 

DEPARTMENT  OF  THE  TREASURY 

Office  of  the  Secretary 
Investment  in  Fund  Anticipation  Notes 
For  the  acquisition,  in  accordance  with 
section  509  of  the  Railroad  Revitalization 
and  Regulatory  Reform  Act  of  1976,  as 
amended,  and  section  803  of  Public  Law  95- 
620.  of  fund  anticipation  notes.  [$9,000,000] 
$4,000,000. 

UNITED  STATES  RAILWAY 
ASSOCIATION 

Administrative  Expenses 
For  necessary  administrative  expenses  to 
enable  the  United  States  Railway  Associa- 
tion to  carry  out  its  functions  under  the  Re- 
gional Rail  Reorganization  Act  of  1973,  as 
amended,  to  remain  available  until  expend- 
ed, [$2,297,000]  $2,200,000,  of  which  not  to 
exceed  $500  may  be  available  for  official  re- 
ception and  representation  expenses. 
WASHINGTON  METROPOLITAN  AREA 
TRANSIT  AUTHORITY 
Interest  Payments 
For  necessary  expenses  for  interest  pay- 
ments, to  remain  available  until  expended. 
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$51,663,569:  Provided,  That  these  funds 
shall  be  disbursed  pursuant  to  terms  and 
conditions  established  by  Public  Law  96-184 
and  the  Initial  Bond  Repayment  Participa- 
tion Agreement. 

TITLE  m— GENERAL  PROVISIONS 

Sec.  301.  During  the  current  fiscal  year 
applicable  appropriations  to  the  Depart- 
ment of  Transportation  shall  be  available 
for  maintenance  and  operation  of  aircraft; 
hire  of  passenger  motor  vehicles  and  air- 
craft; purchase  of  liability  insurance  for 
motor  vehicles  operating  in  foreign  coun- 
tries on  official  department  business;  and 
uniforms,  or  allowances  therefor,  as  author- 
ized by  law  (5  U.S.C.  5901-5902). 

Sec.  302.  Funds  appropriated  for  the 
Panama  Canal  Commission  may  be  appor- 
tioned notwithstanding  section  3679  of  the 
Revised  Statutes,  as  amended  (31  U.S.C, 
1341),  to  the  extent  necessary  to  permit 
payment  of  such  pay  increases  for  officers 
or  employees  as  may  be  authorized  by  ad- 
ministrative action  pursuant  to  law  that  are 
not  in  excess  of  statutory  increases  granted 
for  the  same  period  in  correspondi.ig  rates 
of  compensation  for  other  employees  of  the 
Government  in  comparable  positions. 

Sec.  303.  Funds  appropriated  under  this 
Act  for  expenditures  by  the  Federal  Avia- 
tion Administration  shall  be  available  (1) 
except  as  otherwise  authorized  by  the  Act 
of  September  30.  1950  (20  U.S.C.  236-244), 
for  expenses  of  primary  and  secondary 
schooling  for  dependents  of  Federal  Avia- 
tion Administration  persoruiel  stationed 
outside  the  continental  United  States  at 
costs  for  any  given  area  not  in  excess  of 
those  of  the  Department  of  Defense  for  the 
same  area,  when  it  is  determined  by  the  Sec- 
retary that  the  schools,  if  any.  available  in 
the  locality  are  unable  to  provide  adequate- 
ly for  the  education  of  such  dependents,  and 
(2)  for  transportation  of  said  dependents  be- 
tween schools  serving  the  area  which  they 
attend  and  their  places  of  residence  when 
the  Secretary,  under  such  regulations  as 
may  be  prescribed,  determines  that  such 
schools  are  not  accessible  by  public  means 
of  transportation  on  a  regular  basis. 

,  Sec  304.  Appropriations  contained  in  this 
Act  for  the  Department  of  Transportation 
shall  be  available  for  services  as  authorized 
by  5  U.S.C.  3109,  but  at  rates  for  individuals 
not  to  exceed  the  per  diem  rate  equivalent 
to  the  rate  for  a  GS-18. 

Sec  305.  None  of  the  funds  appropriated 
in  this  Act  for  the  Panama  Canal  Commis- 
sion may  be  expended  unless  in  conform- 
ance with  the  Pansuna  Canal  Treaties  of 
1977  and  any  law  implementing  those  trea- 
ties. 

Sec.  306.  None  of  the  funds  provided  in 
this  Act  may  be  used  for  planning  or  con- 
struction of  rail-highway  crossings  under 
section  322(a)  of  title  23.  United  States 
Code,  or  under  section  701(a)(5)  or  section 
703(1)(A)  of  the  Railroad  Revitalization  and 
Regulatory  Reform  Act  of  1976.  as  amend- 
ed, at  the— 

(1)  School  Street  crossing  in  Groton,  Con- 
necticut; and 

(2)  Broadway  Extension  crossing  in  Ston- 
ington,  Connecticut. 

Sec.  307.  None  of  the  funds  in  this  Act 
shall  be  used  for  the  plaiuiing  or  execution 
of  any  program  to  pay  the  expenses  of,  or 
otherwise  compensate,  non-Federal  parties 
intervening  in  regulatory  or  adjudicatory 
proceedings  funded  in  this  Act. 

Sec.  308.  None  of  the  funds  in  this  Act 
shall  be  used  to  assist,  directly  or  indirectly, 
any  State  in  imposing  mandatory  State  in- 
spection fees  or  sticker  requirements  on  ve- 


hicles that  are  lawfully  registered  in  an- 
other State,  including  vehicles  engaged  in 
interstate  commercial  transportation  that 
are  in  compliance  with  Part  396— Inspection 
and  Maintenance  of  the  Federal  Motor  Car- 
rier Safety  Regulations  of  the  United  States 
Department  of  Transportation. 

Sec  309.  None  of  the  funds  appropriated 
by  this  Act  shall  remain  available  for  obliga- 
tion beyond  the  current  fiscal  year  or  may 
be  transferred  to  other  appropriations 
unless  expressly  so  provided  herein. 

Sec  310.  Notwithstanding  any  other  pro- 
vision of  law.  total  amounts  of  contract  au- 
thority authorized  in  section  21(a)(2)(B)  of 
the  Urban  Mass  Transportation  Act  of  1964. 
as  amended,  shall  be  available  for  obligation 
until  expended. 

[Sec  311.  None  of  the  funds  in  this  or  any 
previous  or  subsequent  Act  shall  be  avail- 
able for  the  planning  or  implementation  of 
any  change  in  the  current  Federal  status  of 
the  Transportation  Systems  Center;  and 
none  of  the  funds  in  this  Act  shall  be  avail- 
able for  the  implementation  of  any  change 
in  the  current  Federal  status  of  the  Turner- 
Fairbank  Highway  Research  Center.J 

Sec  [3123  311.  The  extJenditure  of  any 
appropriation  under  this  Act  for  any  con- 
sulting service  through  procurement  con- 
tract, pursuant  to  section  3109  of  title  5. 
United  States  Code,  shall  be  limited  to 
those  contracts  where  such  expenditures 
are  a  matter  of  public  record  and  available 
for  public  inspection,  except  where  other- 
wi.se  provided  under  existing  law.  or  under 
existing  Executive  order  issued  pursuant  to 
existing  law. 

Sec  [3133  312.  (a)  For  fiscal  year  1987 
the  Secretary  of  Transportation  shall  dis- 
tribute the  obligation  limitation  for  Feder- 
al-aid highways  by  allocation  in  the  ratio 
which  sums  authorized  to  be  appropriated 
for  Federal-aid  highways  and  highway 
safety  construction  which  are  apportioned 
or  allocated  to  each  State  for  such  fiscal 
year  bear  to  the  total  of  the  sums  author- 
ized to  be  appropriated  for  Federal-aid  high- 
ways and  highway  safety  construction 
which  are  apportioned  or  allocated  to  all 
the  States  for  such  fiscal  year. 

(b)  During  the  period  October  1  through 
December  31.  1986.  no  State  shall  obligate 
more  than  35  per  centum  of  the  amount  dis- 
tributed to  such  State  under  subsection  (a). 
and  the  total  of  all  State  obligations  during 
such  period  shall  not  exceed  25  per  centum 
of  the  total  amount  distributed  to  all  States 
under  such  subsection. 

(c)  Notwithstanding  subsections  (a)  and 
(b),  the  Secretary  shall— 

( 1 )  provide  all  States  with  authority  suffi- 
cient to  prevent  lapses  of  sums  authorized 
to  be  appropriated  for  Federal-aid  highways 
and  highway  safety  construction  which 
have  been  apportioned  to  a  State,  except  in 
those  instances  in  which  a  State  indicates 
its  intention  to  lapse  sums  apportioned 
under  section  104(b)(5)(A)  of  title  23.  United 
States  Code; 

(2)  after  August  1,  1987,  revise  a  distribu- 
tion of  the  funds  made  available  under  sub- 
section (a)  if  a  State  will  not  obligate  the 
amount  distributed  during  that  fiscal  year 
and  redistribute  sufficient  amounts  to  those 
States  able  to  obligate  amounts  in  addition 
to  those  previously  distributed  during  that 
fiscal  year  giving  priority  to  those  States 
having  large  unobligated  balances  of  funds 
apportioned  under  section  104  of  title  23. 
United  States  Code,  and  giving  priority  to 
those  States  which,  because  of  statutory 
changes  made  by  the  Surface  Transporta- 
tion Assistance  Act  of  1982  and  the  Federal- 


Aid  Highway  Act  of  1981,  have  experienced 
substantial  proportional  reductions  In  their 
apportionments  and  allocations;  and 

(3)  not  distribute  amounts  authorized  for- 
administrative  expenses,  and  the  Federal 
lands  highway  program. 

(d)  The  limitation  on  obligations  for  Fed- 
eral-aid highways  and  highway  safety  con- 
struction programs  for  fiscal  year  1987  shall 
not  apply  to  obligations  for  emergency 
relief  under  section  125  of  title  23,  United 
States  Code,  obligations  under  section  157 
of  title  23,  United  States  Code,  projects  cov- 
ered under  section  147  of  the  Surface  Trans- 
portation Assistance  Act  of  1978,  section  9 
of  the  Federal-Aid  Highway  Act  of  1981, 
subsections  131  (b)  and  (j)  of  Public  Law  97- 
424.  section  118  of  the  National  Visitors 
Center  Facilities  Act  of  1968.  or  section  320 
of  title  23.  United  States  Code. 

[(e)  This  section  shall  be  in  effect  until 
enactment  of  H.R.  3129  or  similar  legisla- 
tion modifying  subsections  (a)  through  (d).3 

Sec  [3143  313.  None  of  the  funds  in  this 
Act  shall  be  available  for  salaries  and  ex- 
penses of  more  than  one  hundred  thirty- 
eight  political  and  Presidential  appointees 
in  the  Department  of  Transportation. 

Sec  [3153  314.  Not  to  exceed  [$725.0003 
S7S0.000  of  the  funds  provided  in  this  Act 
for  the  Department  of  Transportation  shall 
be  available  for  the  necessary  expenses  of 
advisory  committees. 

Sec.  [3163  315.  None  of  the  funds  in  this 
or  any  other  Act  shall  be  made  available  for 
the  proposed  Woodward  light  rail  line  in 
the  Detroit.  Michigan,  area  until  a  source  of 
operating  funds  has  been  approved  in  ac- 
cordance with  Michigan  law:  Provided,  That 
this  limitation  shall  not  apply  to  alterna- 
tives analysis  studies  under  section 
21(a)(2)(B)  of  the  Urban  Mass  Transporta- 
tion Act  of  1964,  as  amended. 

Sec  [3173  316.  The  limitation  on  obliga- 
tions for  the  Discretionary  Grants  program 
of  the  Urban  Mass  Transportation  Adminis- 
tration shall  not  apply  to  any  authority 
under  section  21(a)(2)(B)  of  the  Urban  Mass 
Transportation  Act  of  1964.  as  amended, 
previously  made  available  for  obligation. 

Sec  [3183  317.  Notwithstanding  any 
other  provision  of  law.  none  of  the  funds  in 
this  Act  shall  be  available  for  the  construc- 
tion of.  or  any  other  costs  related  to.  the 
Central  Automated  Transit  System  (Down- 
town People  Mover)  in  Detroit.  Michigan: 
Provided  That  the  immediately  preceding 
provision  shall  not  apply  to  $5,000,000  ap- 
portioned to  the  Detroit  Department  of 
Transportation. 

[Sec  319,  The  City  of  Linden,  New 
Jersey,  and  its  successors  and  assigns  are 
hereby  released  from  all  the  terms,  condi- 
tions, reservations,  and  restrictions  con- 
tained in  the  deed  dated  February  27.  1947. 
by  which  the  United  States  conveyed  cer- 
tain real  property  to  the  City  of  Linden. 
New  Jersey,  for  airport  purposes,3 

Sec  [3203  318.  None  of  the  funds  in  this 
Act  shall  be  used  to  implement  section  404 
of  title  23,  United  States  Code. 

Sec  [3213  319.  (a)  Safety  Enporcemekt 
Program  Performance.- The  Secretary  of 
Transportation  shall  on  or  before  February 
1,  1987,  transmit  to  the  Congress  a  compre- 
hensive report  on  the  fiscal  year  1986  activi- 
ties of  the  Federal  Aviation  Administra- 
tion'.s  operation  and  maintenance  inspection 
and  certification  programs.  The  report  shall 
include: 

(Da  comparison  of  end-of-year  staffing 
levels  by  inspector  category  to  staffing  goals 
and  a  statement  as  to  the  currency  and  va- 
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lidity  of  the  staffing  standards  on  which  the 
goals  are  based; 

(2)  schedules  showing  the  experience,  in 
years,  of  the  various  inspector  workforces 
and  the  extent  to  which  inspectors  have  re- 
ceived all  the  mandatory  or  recommended 
training: 

(3)  a  description  of  the  criteria  used  to  set 
annual  work  programs  and  an  explanation 
of  how  these  programs  ensure  compliance 
with  appropriate  Federal  regulations  and 
safe  operating  practices: 

(4)  a  comparison  of  actual  inspections  per- 
formed during  the  fiscal  year  to  the  annual 
work  programs  disaggregated  to  the  field  lo- 
cations: 

(5)  a  statement  of  the  adequacy  of  the  in- 
ternal management  controls  available  to 
ensure  that  field  managers  are  complying 
with  inspection  priorities  and  minimum  in- 
spection standards,  and  to  collect  and  ana- 
lyze inspection  data: 

(6)  the  status  of  the  Department's  efforts 
to  update  inspector  guidance  documents  and 
Federal  regulations  to  include  technological, 
management,  and  structural  changes  taking 
place  within  the  various  transportation 
modes,  including  a  listing  of  the  backlog  of 
proposed  regulatory  changes  identified  as 
being  critical  to  safety; 

(7)  a  list  of  the  operational  measures  of  ef- 
fectiveness—"best  proxies"  standing  be- 
tween the  ultimate  goal  of  accident  preven- 
tion and  ongoing  program  activities— that 
are  being  used  to  evaluate  progress  in  meet- 
ing program  objectives,  the  quality  of  pro- 
gram delivery,  and  the  nature  of  emerging 
safety  problems: 

(8)  a  listing  of  all  enforcement  actions 
taken,  including  all  civil  penalties,  during 
the  fiscal  year  by  program,  including  the 
name  [and  address]  of  each  organization 
against  which  an  enforcement  aiction  was 
taken,  the  reason  for  the  action,  and  the 
type  of  action  taken; 

(9)  a  listing  of  the  total  amount  of  civil 
penalties  [assessed]  closed  by  fiscal  year 
beginning  with  fiscal  year  1977:  and 

(10)  a  set  of  safety  statistics  covering  each 
of  the  last  ten  years  that  best  depict  the 
safety  record  of  each  transportation  sector 
regulated  by  departmental  inspectors. 

(b)  Long-Range  National  Transportation 
Strategic  Planning  Study.— The  Depart- 
ment of  Transportation  shall  undertake  a 
long-range,  multi-modal  national  transpor- 
tation strategic  planning  study.  This  study 
shall  forecast  long-term  needs  and  costs  for 
developing  and  maintaining  facilities  and 
services  to  achieve  a  desired  national  trans- 
portation program  for  moving  people  and 
goods  in  the  year  2015.  The  modes  to  be  in- 
cluded are  interstate  and  other  priority 
highways  and  roads,  mass  transportation, 
rail,  pipelines,  and  aviation.  The  study  shall 
include  detailed  analyses  of  transportation 
needs  within  six  to  nine  metropolitan  areas 
that  have  diverse  population,  development, 
and  demographic  patterns,  including  at 
least  one  interstate  metropolitan  area.  The 
strategic  transportation  planning  study 
shall  address  such  issues  as: 

(1)  the  need  to  continue  a  national  trans- 
portation policy  and  program  to  further 
social,  environmental,  and  mobility  goals 
and  objectives  of  the  Nation; 

(2)  public  and  private  fiscal  support, 
growth  patterns,  the  demographic  character 
of  population,  geographic  differences,  and 
projected  development  or  decline  in  specific 
regions; 

(3)  the  current  and  future  material  and 
human  resource  needs  that  include  facilities 
and  equipment,  employee  requirements,  and 


training  and  educational  needs  for  the  nec- 
essary manpower; 

(4)  the  market  potential— including  future 
travel  demands— and  future  community  de- 
velopments and  configurations  that  may 
affect  transportation  needs; 

(5)  the  degree  to  which  existing  transpor- 
tation networks  can  be  further  developed  to 
meet  future  travel  and  goods  movement  de- 
mands in  view  of  cost,  land  use,  environmen- 
tal, social,  economic,  and  technological  con- 
siderations: and 

■  (6)  the  Federal  program  strategies  and 
costs  by  mode  of  transportation  necessary 
to  achieve  and  maintain  a  desired  transpor- 
tation system  in  the  year  2015. 

This  study  shall  be  submitted  to  Congress 
on  or  before  December  31,  1987. 

(c)  Essential  Air  Service  Options  Study.— 
The  Secretary  of  Transportation  shall  con- 
duct a  study  of  the  impact  to  small  and 
remote  communities  of  the  discontinuation 
of  essential  air  service  subsidies.  The  study 
shall,  first,  identify  those  communities 
which  are  likely  to  realize  a  transportation 
dislocation  without  some  level  of  air  service 
support  Having  identified  such  communi- 
ties, the  Secretary  shall  identify  various 
methods  of  continued  air  transportation 
support.  In  presenting  these  methods,  the 
Secretary  shall  identify  variotis  financial 
support  options  for  each.  The  study  shall  be 
conducted  with  appropriate  consultation 
with  affected  communities.  The  Secretary 
shall  transmit  the  study  to  the  Congress  by 
February  1,  1987. 

Sec.  [322]  320.  Within  seven  calendar 
days  of  the  obligation  date,  the  Urban  Mass 
Transportation  Administration  shall  pub- 
lish in  the  Federal  Register  an  announce- 
ment of  each  grant  obligated  pursuant  to 
sections  3  and  9  of  the  Urban  Mass  Trans- 
portation Act  of  1964.  as  amended,  including 
the  grant  number,  the  grant  amount,  and 
the  transit  property  receiving  each  grant. 

[Sec.  323.  Of  the  amounts  available  under 
the  contract  authority  authorized  in  section 
21(a)(2)(B)  of  the  Urban  Mass  Transporta- 
tion Act  of  1964,  as  amended,  $9,001,532 
shall  be  made  available  to  the  City  of  Phila- 
delphia, Pennsylvania,  in  reimbursement  of 
the  Federal  share  of  extraordinary  costs  in- 
curred in  construction  of  the  Center  City 
Commuter  Connection  (UMTA  Project  No. 
PA-03-0013). 

[Sec.  324.  (a)  Section  411(f)  of  the  Sur- 
face Transportation  Assistance  Act  of  1982 
is  amended  by  inserting  "(1)"  before  "For 
the  purposes"  and  by  adding  at  the  end  of 
such  section  the  following: 

["(2)  Maxi-cube  vehicle  defined.— For 
purposes  of  this  section,  'maxi-cube  vehicle' 
means  a  truck  tractor  combined  with  a  semi- 
trailer and  a  separable  cargo-carrying  unit 
which  is  designed  to  be  loaded  and  unloaded 
through  the  semi-trailer,  except  that  the 
entire  combination  shall  not  exceed  65  feet 
in  length  and  the  separable  cargo-carrying 
unit  shall  not  exceed  34  feet  in  length.". 

[(b)  Section  411(c)  of  such  Act  is  amended 
by  inserting  after  'prohibit"  the  following: 
"maxi-cube  vehicles  or". 

[Sec  325.  None  of  the  funds  in  this  Act 
shall  be  used  for  any  study  project  involving 
access  by  a  causeway  or  bridge  across  wet- 
lands of  the  San  Francisco  Bay  to  U.S. 
Highway  880  in  Alameda  County,  Califor- 
nia.] 

Sec.  [326]  321.  None  of  the  funds  appro- 
priated in  this  Act  may  be  used  to  prescribe, 
implement,  or  enforce  a  national  policy 
specifying  that  only  a  single  type  of  visual 
glideslope  indicator  can  be  funded  under  the 
facilities  and  equipment  account  or  through 


the  airport  improvement  program:  Provid- 
ed, however.  That  this  prohibition  shall  not 
apply  in  the  case  of  airports  that  are  certi- 
fied under  Part  139  of  the  Federal  Aviation 
Regulations. 

Sec  [327]  322.  None  of  the  funds  in  this 
Act  shall  be  used  to  enforce  any  rules,  poli- 
cies, or  guidelines  [that  seek  to  delay  tran- 
sit grants  or  condition  their  award  on  the 
methods  or  means  by  which  providers  of 
mass  transit  services  or  functions  are  select- 
ed, or  on  the  extent  or  amount  of  services  or 
functions  to  be  carried  out  by  various  pri- 
vate mass  transportation  service  providers] 
which  in  any  way  condition,  establish  pref- 
erence for,  or  otherwise  base  the  granting  or 
withholding  of  Federal  assistance  under  this 
Act  on  the  nature  of  the  local  transit  plan- 
ning or  decision  making  process,  or  the  deci- 
sions made  as  to  the  choice  of  public  or  pri- 
vate providers  for  the  provision  of  mass 
transit  services  or  functions:  Provided,  That 
it  is  not  the  intent  of  this  section  to  super- 
cede the  existing  statutory  requiremenU  of 
sections  3<el,  8(e),  and  9<f)  of  the  Urban 
Mass  Transportation  Act  of  1964,  as  amend- 
ed. 

[Sec  328.  Section  324  of  the  Department 
of  Transportation  and  Related  Agencies  Ap- 
propriations Act,  1986  (Public  Law  99-190; 
99  Stat.  1288)  is  amended— 

[(1)  in  subsection  (c),  by  striking  'a  deter- 
mination "  and  inserting  in  lieu  thereof  "the 
certification";  and 

[(2)  by  striking  subsection  (d)  and  insert- 
ing in  lieu  thereof  the  following: 

['(d)  Removal  of  Limitation.— Subsec- 
tions (a)  and  (b)  shall  cease  to  be  in  effect  if 
the  Chairman  of  the  Board  of  the  Metropol- 
itan Transportation  Authority  (a  public  au- 
thority of  the  State  of  New  'York)  certifies 
to  the  Secretary  that— 

["(1)  a  loss  of  revenues  has  resulted  from 
the  limitation  imposed  by  subsection  (a);  or 

[••(2)  such  limitation  has  resulted  in  other 
traffic  problems. 

[The  Secretary  shall  publish  such  certifica- 
tion in  the  Federal  Register  not  later  than 
10  days  after  the  certification  is  made  to  the 
Secretary.". 

[Sec  329.  (a)  Section  112(b)  of  title  23. 
United  States  Code,  is  amended  by  striking 
out  "Construction"  and  inserting  in  lieu 
thereof  "(1)  Except  as  provided  in  para- 
graph (2).  construction"  and  by  adding  at 
the  end  thereof  the  following  new  para- 
graph: 

["(2)  Limitations  Concerning  South 
Africa  on  Awards  of  Contracts.— A  State 
or  local  governmental  body  that  is  a  recipi- 
ent of  Federal  funds  under  this  title  may 
prohibit  or  otherwise  limit  the  award  of 
contracts  by  providing  for  terms  and  condi- 
tions related  to  the  contractor's  business  in 
South  Africa  in  accordance  with  a  State  or 
local  law  if  the  State  or  local  governmental 
body  first  enters  into  an  agreement  with  the 
Secretary  that  any  costs  incurred  as  a  result 
of  such  prohibition  or  limitation  which  are 
in  excess  of  the  costs  that  would  otherwise 
have  been  incurred  with  respect  to  such 
project  under  this  title  will  not.  for  pur- 
poses of  this  title,  be  considered  to  be  a  cost 
of  such  project.". 

[(b)  Section  12(b)  of  the  Urban  Mass 
Transportation  Act  of  1964  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

[■■(3)  Limitations  Concerning  South 
Africa  on  Awards  of  Contracts.— A  recipi- 
ent of  a  grant  under  this  Act  may  prohibit 
or  otherwise  limit  the  award  of  contracts 
with  respect  to  a  project  under  this  Act  by 
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providing  for  terms  and  conditions  related 
to  the  contractor's  business  in  South  Africa 
in  accordance  with  a  State  or  local  law  if 
such  recipient  first  enters  into  an  agree- 
ment with  the  Secretary  that  any  costs  in- 
curred as  a  result  of  such  prohibition  or  lim- 
itation which  are  in  excess  of  the  costs  that 
would  otherwise  have  been  incurred  with  re- 
spect to  such  project  under  this  Act  will  not, 
for  purposes  of  this  Act,  be  considered  to  be 
a  cost  of  such  project.". 

[Sec  330.  Prohibition  on  Landing 
Rights  of  South  African  Aircraft.— 

[(a)  Prohibition.— The  Secretary  of 
Transportation  shall  prohibit  the  talceoff 
and  landing  of  any  aircraft  by  a  foreign  air 
carrier  owned,  directly  or  indirectly,  by  the 
Government  of  South  Africa  or  by  South 
African  nationals. 

[(b)  Exceptions  for  Emergencies.— The 
Secretary  of  Transportation  may  provide 
for  such  exceptions  from  the  prohibition  set 
forth  in  subsection  (a)  as  the  Secretary  con- 
siders necessary  to  provide  for  emergencies 
in  which  the  safety  of  an  aircraft  or  its  crew 
or  passengers  are  threatened. 

[(c)  Regulatory  Authority.— The  Secre- 
tary of  Transportation  shall  issue  such  reg- 
ulations, licenses,  and  orders  as  are  neces- 
sary to  carry  out  this  section. 
[(d)  Penalties.— 

[(1)  For  persons  other  than  individ- 
uals.—Any  person,  other  than  an  individual, 
that  knowingly  violates  the  provisions  of 
this  section  or  any  regulation,  license,  or 
order  issued  to  carry  out  this  section  shall 
be  fined  not  more  than  $500,000. 

[(2)  For  individuals.— Any  individual 
who  knowingly  violates  the  provisions  of 
this  section  or  any  regulation,  license,  or 
order  issued  to  carry  out  this  section  shall 
be  fined  not  more  than  $250,000.  or  impris- 
oned not  more  than  5  years,  or  both. 

[(3)  Additional  penalties  for  certain  in- 
dividuals.— 

[(A)  In  general.— Whenever  a  person 
commits  a  violation  under  paragraph  (1)  or 
(2)- 

[(i)  any  officer,  director,  or  employee  of 
such  person,  or  any  natural  person  in  con- 
trol of  such  person,  who  willfully  ordered, 
authorized,  acquiesced  in,  or  carried  out  the 
act  or  practice  constituting  the  violation, 
and 

[(ii)  any  agent  of  such  person  who  willful- 
ly carried  out  such  act  or  practice,  shall  be 
fined  not  more  than  $250,000,  or  imprisoned 
not  more  than  5  years,  or  both. 

[(B)  Restriction  on  payment  of  fines.— 
A  fine  imposed  under  subparagraph  (A)  on 
an  individual  for  an  act  or  practice  consti- 
tuting a  violation  may  not  be  pajd,  directly 
or  indirectly,  by  the  person  committing  the 
violation  itself. 

[(4)  Seizure  and  forfeiture  of  air- 
craft.—Any  aircraft  used  in  connection  with 
a  violation  of  this  section  or  any  regulation, 
license,  or  order  issued  to  carry  out  this  sec- 
tion shall  be  subject  to  seizure  by  and  for- 
feiture to  the  United  States.  All  provisions 
of  law  relating  to  the  seizure,  forfeiture,  and 
condemnation  of  articles  for  violations  of 
the  customs  laws,  the  disposition  of  such  ar- 
ticles or  the  proceeds  from  the  sale  thereof, 
and  the  remission  or  mitigation  of  such  for- 
feitures shall  apply  to  the  seizures  and  for- 
feitures incurred,  or  alleged  to  have  been  in- 
curred, under  this  paragraph,  insofar  as 
such  provisions  of  law  are  applicable  and 
not  Inconsistent  with  the  provisions  of  this 
section;  except  that  all  powers,  rights,  and 
duties  conferred  or  imposed  by  the  customs 
laws  upon  any  officer  or  employee  of  the 
E>epartment  of  the  Treasury  shall,  for  pur- 


poses of  this  paragraph,  be  exercised  or  per- 
formed by  the  Secretary  of  Transportation 
or  by  such  persons  as  the  Secretary  may 
designate. 

[(e)  Definitions.— 

[(1)  Aircraft  and  foreign  air  carrier.— 
The  terms  "aircraft"  and  "foreign  air  carri- 
er" have  the  meanings  given  those  terms  in 
section  101  of  the  Federal  Aviation  Act  of 
1958  (49  U.S.C.  App.  1301). 

[(2)  South  Africa.— The  term  "South 
Africa"  includes— 

[(A)  the  Republic  of  South  Africa; 

[(B)  any  territory  under  the  administra- 
tion, legal  or  illegal,  of  South  Africa;  and 

[(C)  the  "bantustans"  or  "homelands",  to 
which  South  African  blacks  are  assigned  on 
the  basis  of  ethnic  origin,  including  the 
Transkei,  Bophuthatswana,  Ciskei,  and 
Venda. 

[(3)  South  African  national.— The  term 
"South  African  national"  means— 

[(A)  a  citizen  of  South  Africa;  and 

[(B)  any  partnership,  corporation,  or 
other  entity  organized  under  the  laws  of 
South  Africa. 

[(f)  Applicability  to  Evasions.— This  sec- 
tion and  the  regulations  issued  to  carry  out 
this  section  shall  apply  to  any  person  who 
undertakes  or  causes  to  be  undertaken  any 
transaction  or  activity  with  the  intent  to 
evade  this  section  or  such  regulations.] 

Sec  [3313  323.  Suitability  of  Air  Traf- 
fic Controllers  Who  Participated  in  the 
1981  Strike.— 

(a)  Authority  To  Appoint  or  Reinstate 
Certain  Former  Air  Traffic  Contrcl- 
LERS.— Air  traffic  controllers  whose  appoint- 
ments were  terminated  on  account  of  the 
strike  of  air  traffic  controllers  which  began 
on  or  about  August  3,  1981,  shall  not,  as  a 
class,  be  considered  unsuitable  for  appoint- 
ment or  reinstatement  in  the  Federal  Avia- 
tion Administration.  Determinations  of  suit- 
ability for  appointment  or  reinstatement  to 
any  such  position  shall  be  made  on  a  case- 
by-case  basis  by  the  Office  of  Personnel 
Management  in  accordance  with  part  731  of 
title  5  of  the  Code  of  Federal  Regulations 
(as  in  effect  on  June  1,  1986). 

(b)(1)  An  individual  may  be  appointed  or 
reinstated  under  this  subsection  only  if  such 
individual  is  qualified,  or  would,  after  appro- 
priate retraining,  be  qualified,  for  the  posi- 
tion involved. 

(2)(A)  Except  as  provided  in  subparagraph 
(B),  no  claim  may  lie  against  the  Govern- 
ment of  the  United  States,  or  any  officer, 
employee,  or  agency  thereof,  based  on  a  fail- 
ure to  appoint  or  reinstate  a  particular  indi- 
vidual under  this  subsection. 

(B)  Nothing  in  this  paragraph  shall  pre- 
clude a  claim  based  on  discrimination  on  the 
basis  of  race,  color,  religion,  sex.  or  national 
origin. 

(3)  Nothing  in  section  3307(b)  of  title  5. 
United  States  Code,  or  in  any  rule  or  regula- 
tion prescribed  thereunder,  shall  apply  with 
respect  to  appointments  under  this  subsec- 
tion. 

(c)  Regulations.— The  Secretary  of  Trans- 
portation may  prescribe  regulations  to  carry 
out  this  section  (excluding  the  second  sen- 
tence of  subsection  (a)). 

(d)  Definition.— For  the  purpose  of  this 
section,  the  term  "air  traffic  controller"  has 
the  meaning  given  such  term  by  section 
2109  of  title  5,  United  States  Code. 

Sec.  324.  Notwithstanding  any  other  pro- 
vision of  law,  funds  appropriated  under  any 
heading  in  this  Act  or  in  Appropriations 
Acts  for  prior  years  and  intended  for  stud- 
ies, reports,  or  research,  and  related  costs 
thereof    including    necessary    capital    ex- 


penses, are  available  for  such  purposes  to  be 
conducted  through  contracts  or  financial  as- 
sistance agreements  with  the  educational 
institutions  which  are  specified  in  such  Acts 
or  in  any  report  accompanying  such  Acts. 

Sec.  32S.  (a)  Notwithstanding  any  other 
provision  of  law,  the  Secretary  of  Transpor- 
tation may  use  not  to  exceed  one-half  of  I 
percent  of— 

(1)  the  funds  made  available  for  fiscal 
year  1987  by  section  21tal(2)(Bl  of  the 
Urban  Mass  Transportation  Act  of  1964,  as 
amended,  to  carry  out  section  3  of  such  Act 
to  contract  with  any  person  to  oversee  the 
construction  of  any  major  project  under 
such  section; 

(21  the  funds  appropriated  for  fiscal  year 
1987  pursuant  to  section  21(aKl)  of  the 
Urban  Mass  Transportation  Act  of  1964,  as 
amended,  to  carry  out  section  9  of  such  Act 
to  contract  with  any  person  to  oversee  the 
construction  of  any  major  project  under 
such  section; 

(31  the  funds  appropriated  for  fiscal  year 
1987  pursuant  to  section  21ia)(l)  of  the 
Urban  Mass  Transportation  Act  of  1964,  as 
amended,  to  carry  out  section  18  of  such  Act 
to  contract  with  any  person  to  oversee  the 
construction  of  any  major  project  under 
such  section; 

(4)  the  funds  appropriated  for  fiscal  year 
1987  pursuant  to  section  4(g)  of  the  Urban 
Mass  Transportation  Act  of  1964.  as  amend- 
ed, to  contract  with  any  person  to  oversee 
the  construction  of  any  major  public  trans- 
portation project  substituted  for  an  Inter- 
state segment  withdrawn  under  section 
103(e)(4)  of  title  23,  United  States  Code:  and 

(5)  the  funds  appropriated  for  fiscal  year 
1987  pursuant  to  the  National  Capital 
Transportation  Act  of  1969  to  contract  with 
any  person  to  oversee  the  construction  of 
any  major  project  under  such  Act 

(b)  Any  contract  entered  into  under  sub- 
section (a)  shall  provide  for  the  payment  by 
the  Secretary  of  Transportation  of  100  per- 
cent of  the  cost  of  carrying  out  the  contract 

(c)  This  section  shall  take  effect  on  Octo- 
ber 1.  1986.  and  shall  cease  to  be  in  effect  at 
the  close  of  September  30.  1987 

Sec.  326.  The  Secretary  of  Transportation 
shall  permit  the  obligation  of  not  to  exceed 
S4. 000^000,  apportioned  under  title  23. 
United  States  Code,  section  104(b)(5)(Bi  for 
the  State  of  Florida  for  operating  expenses 
of  the  Tri-County  Commuter  Rail  Project  in 
the  area  of  Dade,  Broward,  and  Palm  Beach 
Counties,  Florida  during  the  period  Inter- 
state 95  is  under  reconstruction  in  such 
area. 

This  Act  may  be  cited  as  the  "Department 
of  Transportation  and  Related  Agencies  Ap- 
propriations Act,  1987". 

Mr.  DOLE.  I  am  advised  that  the 
managers  of  the  appropriations  bill 
are  on  their  way  to  the  floor.  I  suggest 
the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

D  1040 

Mr.  ANDREWS.  Mr.  President.  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  ANDREWS.  Mr.  President,  what 
is  the  pending  business? 
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The  PRESIDING  OFFICER.  H.R. 
5205,  an  act  making  appropriations  for 
the  Department  of  Transportation 
and  related  agencies  for  the  fiscal  year 
ending  September  30,  1987. 

Mr.  ANDREWS.  I  thank  the  Chair. 

Mr.  President,  today  I  am  pleased  to 
present  to  the  Senate  the  fiscal  year 
1987  Transportation  appropriations 
bill.  Let  me  point  out  that  we  have  a 
very  narrow  window  of  opportunity  to 
move  this  bill.  The  Senate  is  con- 
strained to  vote  at  1:30  today  on  an- 
other matter.  If  we  can  finish  this  bill 
by  1:30,  which  my  colleague  from  Flor- 
ida and  I  feel  we  can  do,  we  do  not 
have  to  return  after  8  p.m.  and  finish 
it.  I  am  sure  that  thought  will  bring 
smiles  to  most  of  our  colleagues. 

Mr.  P*resident,  the  bill  as  reported  by 
the  committee  contains  new  budget 
authority  totaling  $10,197,746,569. 

There  are  further  limitations  on  the 
trust  funded  programs  of 
$15,279,960,000.  Combined,  these  two 
levels  essentially  provide  for  a  freeze 
at  last  year's  levels  for  the  many 
transportation  programs  funded  in  the 
bill. 

Both  the  budget  authority  and  asso- 
ciated outlays  estimated  by  CBO  show 
this  bill  to  be  in  compliance  with  the 
Transportation  Subcommittee's  alloca- 
tion under  section  302(b)  of  the 
budget  resolution. 

For  aviation,  the  bill  provides  addi- 
tional funds  for  safety  related  person- 
nel and  sets  a  15,000  employment  floor 
on  the  air  traffic  control  work  force. 
The  airport  grant  program  is  funded 
at  $1  billion,  and  vital  aviation  capital 
investment  and  aviation  research  is 
kept  on  track. 

D  1050 

The  Coast  Guard  appropriations 
exceed  last  year's  level  for  both  the 
operations  and  capital  account— both 
to  wage  the  war  on  drug  smuggling  as 
well  as  to  enhance  the  other  missions 
of  the  Coast  Guard. 

Might  I  point  out,  Mr.  President,  our 
subcommittee  has  long  recommended 
the  use  of  the  Navy's  Hawkeyes  by  the 
Coast  Guard  to  aid  not  only  in  drug 
interdiction,  so  important  to  all  of  us 
in  this  Nation,  but  perhaps  to  aid  in 
the  search  and  rescue  missions  they 
are  uniquely  capable  of.  It  is  cost  ef- 
fective. It  gives  the  naval  technicians 
the  training  they  need  and  it  makes  a 
lot  more  sense  than  just  plowing  holes 
in  the  air  while  they  search  dummy 
targets  to  use  these  sophisticated  air- 
planes to  interdict  drugs  coming  into 
this  country  as  well  as  to  be  available 
for  search  and  rescue  missions. 

For  the  Federal-aid  highways  pro- 
gram, the  bill  sets  the  obligation  limi- 
tation at  $13  billion.  This  is  a  cut  of 
$125  million  from  the  current  fiscal 
year  1986  level  and  is  a  reduction  of 
$525  miUion  to  the  level  established 
for  fiscal  year  1987  in  the  Consolidat- 


ed   Omnibus    Budget    Reconciliation 
Act. 

At  $591  million,  the  funding  for 
Amtrak  is  cut  from  the  level  provided 
for  fiscal  year  1986.  The  allocations  al- 
lowed transportation  under  the  budget 
resolution  also  necessitated  cuts  in  the 
transit  trust  fund  and  the  amount  al- 
lowed for  transit  operating  assistance. 

Mr.  President,  let  me  point  out  to 
my  colleagues,  and  the  country  as  a 
whole,  that  the  level  we  have  provided 
allows  the  continuation  of  Amtrak 
service  on  all  the  routes  that  they  had 
served  last  year.  Amtrak  is  moving 
more  steadily  toward  being  in  the 
black  and  is  doing  a  good  and  a  cost-ef- 
fective means  of  operating. 

In  conclusion,  I  point  out  that  the 
bill  also  contains  the  House-passed, 
provision  permitting  selective  rehire  of 
fired  air  traffic  controllers.  I  am  sure 
there  will  be  later  discussion  of  this 
important  matter.  I  mention  this  fact 
now,  however,  so  that  my  colleagues 
understand  that  in  the  unanimous- 
consent  agreement  I  shall  propound 
shortly,  no  Senator's  right  to  offer  an 
amendment,  including  an  amendment 
to  strike  this  section,  is  foreclosed. 

Let  me,  Mr.  President,  at  this  time 
yield  to  my  colleague  and  good  friend, 
the  senior  Senator  from  the  State  of 
Florida,  the  man  who  is  the  ranking 
Democratic  member  of  this  subcom- 
mittee and  the  individual  on  whom  we 
have  depended  for  great,  good  advice 
and  cooperation  in  the  development  of 
these  bills  over  the  years. 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida. 

Mr.  CHILES.  Mr.  President,  I  rise  to 
support  the  transportation  bill  report- 
ed by  the  Appropriations  Committee 
and  to  support  the  comments  just 
made  by  Senator  Andrews,  chairman 
of  the  Transportation  Subcommittee. 
The  bill  before  the  Members,  I  believe, 
strikes  a  good  balance  among  the  sev- 
eral transportation  modes.  It  also  is  at- 
tentive to  the  interests  of  the  many 
Members,  areas,  and  regions  of  the 
country.  Over  the  last  9  months  Sena- 
tor Andrews  and  I  have  received  many 
suggestions  and  requests  from  our  col- 
leagues here  in  the  Senate.  An  effort 
has  been  made  to  accommodate  those 
many  requests. 

Mr.  President,  as  the  chairman  of 
the  subcommittee  just  noted,  our  rec- 
ommendations are  within  the  302(b) 
allocations.  In  fact,  we  are  more  than 
$403  million  below  the  allocation  for 
budget  authority  and  just  under  the 
allocation  for  outlays  set  at  $26.9  bil- 
lion by  the  committee's  302(b)  alloca- 
tion. 

Within  the  totals  recommended  are 
a  number  of  important  items. 

For  example,  I  am  pleased  that 
within  the  totals  recommended  for 
Coast  Guard  operations,  we  have 
placed  a  floor  of  approximately  $373 
million  on  what  the  Coast  Guard  must 
use  for  its  drug  interdiction  activities. 


This  represents  an  increase  of  almost 
8  percent  from  the  amount  spent  by 
the  Coast  Guard  last  year  for  these 
same  purposes.  Further,  while  the  ad- 
ministration requested  only  $77.1  mil- 
lion for  the  Coast  Guard's  Construc- 
tion Program,  we  have  included  a 
more  realistic  total  of  $251.1  million 
for  that  program.  While  the  budget 
resolution  assumed  $318  million  for 
this  account,  I  am  pleased  that  within 
the  limitations  of  our  302(b)  alloca- 
tions we  have  been  able  to  include  a 
more  realistic  amount  for  this  impor- 
tant program  of  the  Coast  Guard. 

The  bill  includes  a  number  of  impor- 
tant features  to  help  ensure  aviation 
safety.  For  example,  we  have  required 
a  total  of  15.000  air  traffic  controllers, 
up  from  the  14,484  controllers  that 
were  on  board  at  the  end  of  August. 
We  have  added  funding  for  an  addi- 
tional 138  aviation  safety  inspectors 
and  we  have  rejected  the  administra- 
tion's proposal  to  cut  the  aviation  field 
maintenance  and  flight  service  station 
personnel. 

For  the  highway  programs,  we  have 
recommended  an  obligation  ceiling  of 
$13.1  billion,  an  amount  that  is  sub- 
stantially more  than  what  was  includ- 
ed in  the  budget  resolution.  This  fund- 
ing level  will  help  us  maintain  our  sys- 
tems of  highways  and  complete  the  re- 
maining gaps  in  the  interstate  system. 
Highway  traffic  safety  grants  are  rec- 
ommended at  a  level  of  $121  million, 
up  $11  million  from  the  amount  re- 
quested by  the  administration.  This 
will  add  greatly  to  the  several  priority 
initiatives  to  reduce  highway  deaths— 
especially  programs  focused  on  reduc- 
ing fatalities  caused  by  drunk  driving. 

The  bill  includes  small  reductions 
for  transit  funding  compared  to  the 
1986  post-Gramm-Rudman  level  and  it 
is  $32  million  below  the  House  level. 
We  have,  however,  rejected  the  pro- 
posal of  the  administration  to  essen- 
tially eliminate  the  formula  grant  pro- 
gram and  our  bill  is  $2.4  billion  over 
the  amounts  requested  by  the  adminis- 
tration for  transit  programs.  I  know 
many  of  the  Members  and  interest 
groups  had  hoped  for  an  even  higher 
level  but  this  is  not  possible  within  the 
constraints  of  our  spending  limits. 

Finally,  the  bill  includes  $591  million 
for  Amtrak  to  ensure  the  continuation 
of  the  national  system. 

Mr.  President,  I  will  not  take  more 
time  with  Members  to  comment  fur- 
ther on  this  bill.  I  would,  however,  like 
to  compliment  Senator  Andrews  on 
the  excellent  job  he  has  done,  not  only 
in  the  holding  of  a  series  of  thorough 
and  informative  hearings,  but  also  in 
structuring  this  bill  before  us  now, 
which,  I  believe,  deserves  the  support 
of  the  Members. 

Mr.  President,  I  also  want  to  compli- 
ment the  most  able  staff  of  Senator 
Andrews  and  to  thank  the  staff  that 
worked  on  our  side  for  the  minority 
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for  the  very  hard  work  that  they  have 
done  also  in  putting  this  bill  together. 

D  1100 

Mr.  ANDREWS.  Mr.  President,  I 
thank  my  colleague  for  his  generous 
remarks.  I,  too,  want  to  commend  the 
staff  on  both  the  Republican  and 
Democratic  sides  for  the  outstanding 
job  they  have  done  in  making  sure 
that  nothing  was  overlooked,  in 
making  sure  the  results  of  our  hear- 
ings have  been  transferred  into  the 
product  before  you. 

Mr.  President.  I  now  ask  unanimous 
consent  that  the  committee  amend- 
ments to  H.R.  5205  be  considered  and 
agreed  to  en  bloc,  provided  no  points 
of  order  under  rule  XVI  be  waived 
thereon,  and  that  the  measure,  as 
amended,  be  considered  as  original 
text  for  the  purpose  of  further  amend- 
ment. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Hearing  none,  it  is  so 
ordered. 

AMENDMENT  NO.  2843 

(Purpose:  To  delete  section  323) 

Mr.  GRAMM.  Mr.  President,  I  send 
an  amendment  to  the  desk  and  ask  for 
its  inunediate  consideration. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  legislative  clerk  read  as  follows: 

The  Senator  from  Texas  [Mr.  Gramm],  for 
himself  and  Mr.  Thurmond,  proposes 
amendment  numbered  2843. 

On  page  64,  beginning  with  line  6,  strike 
out  all  through  page  65,  line  15. 

Mr.  GRAMM.  Mr.  President,  this 
amendment  is  a  simple  amendment 
and  I  will  not  belabor  the  obvious 
point.  In  fact,  we  have  voted  on  this 
issue  before.  It  has  been  hotly  debat- 
ed. The  American  people  have  looked 
at  it.  The  President  made  a  coura- 
geous decision  in  1981  to  implement  a 
policy.  That  policy  for  5  years  has 
been  sustained  by  the  Congress;  but,  if 
this  bill  were  adopted  unamended, 
that  policy  would  be  reversed. 

I  hope  we  can  debate  the  policy,  not 
the  fine  points  of  the  legislative  lan- 
guage. But  the  truth  is  that  section 
323  of  this  bill  entitled  "Suitability  of 
air  traffic  controllers  who  participated 
in  the  1981  strike,"  in  essence  removes 
the  prohibition  that  the  President  im- 
plemented in  1981  after  he  found  that 
those  controllers  who  had  engaged  in 
the  strike  were  unsuitable  for  FAA 
employment  because  they  had  violated 
the  law  and  their  oath  of  office. 

This  provision  in  section  323  re- 
moves that  prohibition  and  requires 
the  FAA  to  consider  for  employment 
those  controllers  who  had  been  on 
strike,  who  violated  the  law,  who  vio- 
lated their  oath  of  office. 

Under  the  civil  service  statutes,  the 
FAA  would  be  prohibited  from  keep- 
ing records  on  individual  strike  behav- 
ior. That  would  leave  no  factual  basis 
for  refusing  to  hire  aircraft  traffic 
controllers  who  violated  the  law  and 


who  violated  their  oath.  Job  appli- 
cants would  only  be  judged  on  the 
basis  of  their  aptitude  and  their  expe- 
rience, experience  they  already  have; 
and,  in  the  process,  many  people  who 
violated  the  law,  who  violated  their 
oath  of  office,  who  left  the  Nation  at 
risk,  would  be  reemployed. 

I  submit,  Mr.  President,  that  those 
who  stayed  on  the  job,  those  who 
served  the  public  and  the  Nation, 
would  be  penalized  in  the  process. 
Some  1,000  of  those  who  stayed  on  the 
job,  who  withstood  peer  group  pres- 
sure, who  lived  up  to  the  requirements 
of  the  law  and  their  oath  of  office,  are 
now  eligible  to  retire.  I  submit  that 
many  of  these  people  would  retire  if 
they  were  forced  back  into  a  situation 
where  those  who  violated  the  law  and 
their  oath  of  office,  those  who 
brought  extreme  pressure  on  them  to 
engage  in  an  unlawful  activity,  in  vio- 
lation of  their  oath,  were  now  brought 
back  into  the  place  of  work. 

So  we  could  go  into  a  long  and  de- 
tailed discussion  of  what  this  amend- 
ment does  and  what  it  does  not  do,  but 
the  bottom  line  is  pretty  simple.  In 
1981,  Ronald  Reagan  made  a  coura- 
geous decision.  We  had  Government 
employees,  air  traffic  controllers,  who 
violated  the  law  and  their  oath  of 
office  by  striking.  The  President  gave 
them  an  opportunity  to  go  back  to 
work.  Some  decided  to  go  back  to  work 
and  some  decided  not  to  go  back  to 
work.  Those  who  decided  not  to  go 
back  to  work  were  fired  and  barred 
from  future  employment. 

The  provisions  of  the  bill  before  us 
would  repeal  that  action,  would  force 
the  FAA  to  reinterview  and  consider 
those  who  violated  the  law  and  their 
oath  of  office.  In  that  interview  proc- 
ess, as  required  by  the  civil  service 
laws  of  the  land,  they  would  be  unable 
to  consider  individual  strike  behavior 
and,  in  the  process,  we  would  put  back 
to  work  people  who  violated  the  law 
and  their  oath  of  office. 

I  believe  the  policy  in  1981  was  cor- 
rect. The  Congress  supported  it  then. 
In  subsequent  action.  Congress  has 
supported  from  time  to  time  as  that 
decision  has  been  challenged.  It  was 
the  right  decision.  I  think  it  has  served 
the  public  well. 

We  have  gone  through  difficult 
days,  Mr.  President,  in  rebuilding  our 
air  traffic  controller  system,  but  we 
have  done  it.  We  will  meet  the  man- 
dated 14,480  work  force  level  for  fiscal 
year  1986  and  we  fully  expect  the  goal 
of  15,000  controllers  by  the  end  of 
fiscal  year  1987. 

So  the  issue  is  clear.  The  President 
made  a  decision  to  ask  people  who  re- 
fused to  comply  with  the  law  and  their 
oath  of  office  to  leave  public  employ- 
ment. The  question  is  now:  Are  we 
going  to  reverse  that  decision  and  un- 
dercut a  courageous  decision  the  Presi- 
dent made  in  1981,  a  decision  that  we 
have  supported  consistently  since  that 


time?  Will  we  allow  people  who  violat- 
ed the  law  and  the  oath  of  office  to  be 
reemployed  by  the  Federal  Govern- 
ment, while  those  who  had  the  cour- 
age to  abide  by  the  law,  to  abide  by 
their  oath,  are  penalized  in  the  proc- 
ess? 

That  is  the  issue.  I  hope  my  col- 
leagues will  reaffirm  their  previous  po- 
sition, will  support  this  amendment, 
and  will  strike  the  provisions  of  the 
bill  that  would  make  air  traffic  con- 
trollers who  violated  the  law  and  their 
oath  of  office  again  eligible  for  em- 
ployment by  the  Federal  Aviation  Ad- 
ministration. 
I  yield  the  floor. 

Mr.  LAUTENBERG  addressed  the 
Chair. 

The  PRESIDING  OFFICER  [Mr. 
Kasten].  The  Senator  from  New 
Jersey  is  recognized. 

Mr.  LAUTENBERG.  Mr.  President, 
I  rise  in  opposition  to  this  amendment 
which  would  strip  section  323  from 
this  bill.  Section  323  removes  the  bar, 
imposed  by  the  President,  on  the  re- 
hiring of  air  traffic  controllers  dis- 
missed in  1981.  Section  323  is  a  signifi- 
cant, but  limited  provision. 

The  language  in  this  bill  is  identical 
to  that  adopted  by  the  House.  The 
language  does  not  mandate  that  the 
Department  of  Transportation  do  any- 
thing. There  are  those,  myself  among 
them,  who  believe  that  this  rehiring 
should  have  taken  place  long  ago, 
when  it  became  clear  that  the  rebuild- 
ing of  our  air  traffic  control  system 
was  far  behind  schedule. 

Mr.  President,  our  Nation  today  does 
not  have  sufficient  experienced  air 
traffic  controllers  to  cope  with  the 
demand  for  air  travel.  The  controllers 
on  the  job  are  stretched  too  thin  and 
are  under  too  much  stress.  Morale  in 
the  system  is  no  better  today  than  it 
was  in  1981  at  the  time  of  the  Patco 
strike.  These  facts  of  life  in  the  air 
traffic  control  system  are  confirmed 
by  the  findings  of  the  General  Ac- 
counting Office  and  management 
studies,  such  as  the  Jones  report,  com- 
missioned by  the  FAA  itself. 

The  result  of  the  stress  and  strain 
on  this  system  is  a  margin  of  safety 
that  is  razor  thin.  In  the  final  analysis, 
it  is  the  Federal  Government  and  the 
U.S.  Congress  that  is  responsible  for 
those  who  board  airplanes— our  fami- 
lies, our  children— and  put  their  faith 
in  our  aviation  safety  system.  When 
that  faith  is  breached,  the  public  will 
look  not  only  at  the  FAA,  but  at  we  in 
the  Congress  who  fund  that  agency 
and  oversee  its  activities. 

Mr.  President,  we  can  hide  behind 
the  numbers  of  controllers  offered  by 
the  FAA  and  adopt  the  agency's  con- 
clusion that  everything  Is  just  fine. 
But  you  do  not  have  to  go  far  to  see 
that  It  Is  not  so.  Just  watch  the 
evening  news  or  read  the  morning 
newspaper. 
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On  May  14,  the  National  Transpor- 
tation Safety  Board  reported  that  the 
FAA  facility  at  Chicago's  O'Hare  Air- 
port was  understaffed  and  that,  unless 
sufficient  personnel  were  provided, 
safety  could  not  be  assured  and  traffic 
would  have  to  be  curtailed. 

On  May  16,  two  planes  carrying  224 
people  came  within  20  feet  of  a  colli- 
sion on  the  runway  at  O'Hare. 

On  November  10,  1985,  two  planes 
collided  over  Cliffside  Park,  NJ.  Six 
people  were  killed,  one  of  them  on  the 
ground.  Controller  error  was  definitely 
a  factor  in  that  crash. 

The  year  1985  was  the  worst  year  in 
aviation  safety  since  1977.  Indeed,  the 
friendly  skies  are  not  proving  to  be 
friendly  at  all. 

Also,  1985  saw  a  dramatic  increase  in 
the  number  of  near  misses.  Less  than  2 
weeks  after  the  tragic  AeroMexico  dis- 
aster in  California,  which  claimed 
more  than  80  lives,  2  planes  carrying 
150  people  came  within  500  feet  of  yet 
another  disaster. 

Mr.  President,  in  1981  there  were 
344  full  performance  level  air  traffic 
controllers  at  the  New  York  Area  Air 
Traffic  Control  Center.  In  September 
1985  there  were  158.  In  Los  Angeles 
there  were  217  in  1981  and  141  in  1985. 
At  key  en  route  control  centers  across, 
the  FAA  has  established  a  goal  of 
having  75  percent  full  performance 
level  controllers.  But  at  places  like 
New  York,  Los  Angeles,  Cleveland,  and 
Chicago,  they  are  far  behind  schedule. 

The  experience  drain  in  the  air  traf- 
fic control  system  is  going  to  get  worse 
before  it  gets  better.  Changes  in  Fed- 
eral retirement  and  tax  policy  are.  ac- 
cording to  FAA  Administrator  Donald 
Engen,  going  to  lead  to  "a  significant 
increase  in  retirements  among  all  FAA 
occupational  specialties. " 

The  experience  drain  in  the  FAA  is 
more  than  just  a  problem  for  the 
agency.  It  is  a  problem  for  all  those 
who  are  concerned  about  flying.  It  is  a 
problem  for  all  those  who  have  sat  on 
the  ground  at  airports  around  the 
country  for  hours  at  a  time,  in  good 
weather  and  bad. 

Mr.  President,  the  Secretary  of 
Transportation  objected  to  this  provi- 
sion when  it  was  before  the  Appropria- 
tions Committee.  She  indicated  that 
all  the  Congress  had  to  do  was  give 
the  Department  a  target  and  it  would 
meet  it.  And  the  FAA  claims  to  have 
met  its  target  for  fiscal  year  1986, 
claiming  that  they  now  have  met  the 
14,480  controller  goal  established  by 
the  Congress. 

I  urge  my  colleagues  to  study  those 
numbers  very  carefully;  1,484  of  the 
14.484  air  traffic  controllers  claimed 
by  the  FAA  are  not  air  traffic  control- 
lers at  all.  They  are  clerical  personnel. 
They  are  not  controllers  and  they  are 
not  in  training  to  become  controllers. 
Telling  the  American  public  that  here 
are  1.484  real  live  controllers  is  a  cyni- 


cal attempt  to  fool  the  people  all  of 
the  time. 

What  the  FAA  is  not  telling  the 
American  people  is  that  its  air  traffic 
controller  goal  for  fiscal  year  1986  was 
not  and  is  not  14,480.  It  is  12,876  com- 
pared to  the  16,250  controllers  it  had 
in  1981,  82  percent  of  whom  were  full 
performance  level  controllers. 

I  urge  my  colleagues  to  study  the 
testimony  of  the  GAO  on  August  14 
before  the  House  Subcommittee  on  In- 
vestigations and  Oversight.  The  GAO 
criticized  the  method  employed  by  the 
FAA  in  reporting  the  controller  work 
force.  The  GAO  maintains  that  the 
FAA  counts  as  controllers  personnel, 
like  air  traffic  assistants,  who  are  not 
controlling  traffic.  In  addition,  the 
FAA  does  not  count  personnel,  like 
online  supervisors,  who  do  control 
traffic. 

The  GAO  examined  the  FAA  report 
on  the  controller  work  force  at  the 
end  of  June  using  its  more  realistic 
count  of  actual  controllers  and  found 
that  the  FAAs  count  of  14,262  con- 
trollers was  actually  14,080. 

The  GAO  has  criticized  the  FAA  for 
counting  new  recruits  to  the  FAA 
Training  Academy  as  developmental 
controllers.  Given  the  washout  rate  of 
40  percent  at  the  academy,  many  of 
these  controllers  never  deal  with  one 
airplane. 

The  GAO  has  punched  holes  in 
FAA's  rosy  forecasts.  If  the  FAA  took 
a  true  count  of  full  performance  level 
controllers  and  did  not  lump  those 
qualified  on  all  positions  with  more 
limited  operational  controllers,  the 
problem  of  experience  in  this  work 
force  would  be  more  apparent  to  the 
layman.  As  of  June  30.  the  FAA's  own 
goals  called  for  it  to  have  4.296  full 
performance  level  controllers  at  the  20 
key  control  centers  nationwide.  The 
GAO  found  only  3,381  such  control- 
lers, a  difference  of  about  900  short. 

At  the  rate  the  FAA  is  going,  it  will 
be  7  years  before  it  meets  its  full  per- 
formance level  goals  at  Miami;  6  years 
at  Indianapolis;  4  years  at  Jackson- 
ville; and  3  years  at  Fort  Worth,  New 
York  and  Chicago.  In  the  2  years  it 
will  take  the  FAA  to  reach  its  experi- 
ence at  Atlanta,  that  airport  will  be 
dealing  with  a  29.9  percent  growth  in 
traffic. 

Accepting  the  FAA's  calculation  of 
its  work  force  might  allow  us  to  put 
the  problem  out  of  our  minds,  but  the 
serious  experience  problems  in  this 
system  are  not  going  to  yield  to  a 
smokescreen. 

Mr.  President,  it  is  said  that  the  ad- 
ministration caiuiot  do  a  suitability 
test  on  former  controllers.  They  say 
they  don't  know  the  bad  guys  from 
the  many  controllers  who  went  along 
with  their  union,  but  otherwise  com- 
mitted no  acts  of  violence.  I  find  that 
a  curious  contention. 

On  August  12,  1985,  the  Office  of 
Personnel  Management  issued  a  bulle- 


tin explaining  the  suitability  of  former 
controllers  for  jobs  in  all  Federal 
agencies  except  the  FAA.  The  lan- 
guage in  the  bill  simply  extends  this 
suitability  determination  one  step  fur- 
ther to  the  FAA  itself.  It  is  fair  to  say 
that  OPM  can  make  these  determina- 
tions, because  they  in  fact  do  make 
such  determinations. 

Finally,  Mr.  President,  it  is  said  that 
rehiring  former  controllers  will  ruin 
morale.  Nothing  ruins  morale  more 
quickly  that  consistently  being  under- 
staffed, under  too  much  stress  and  not 
having  the  resources  to  do  the  job. 

There  is  not  anyone  working  in 
those  towers  who  is  not  nagged  and 
beset  by  the  problems  that  they  might 
miss  something  that  they  have  to  pay 
attention  to.  That  is  the  distinction. 
That  is  the  morale  factor. 

That  is  the  situation  the  air  traffic 
control  system  finds  itself  in  today.  I 
do  not  find  reports  of  drug  abuse  and 
predictions  of  heavy  retirement  indica- 
tors that  everything  is  fine. 

The  Appropriations  Committee 
spent  the  better  part  of  fiscal  year 
1986  pressing  the  FAA  for  reliable  in- 
formation on  experience  levels  in  the 
controller  and  inspector  work  force. 
The  committee  provided  additional 
support  to  make  up  the  mindless  re- 
ductions that  are  going  to  result  in 
this  agency  as  a  result  of  the  budget- 
cutting  process.  If  the  GAO  is  right, 
we  might  spend  next  year  listening  to 
the  FAA  explain  why  they  had  to  cur- 
tail air  traffic. 

I  do  not  want  to  see  that  happen.  I 
want  to  stop  the  next  disaster  before  it 
happens,  and  I  assume  everybody  in 
this  body  and  this  country  feels  the 
same  way. 

It  is  time  we  provided  some  relief  to 
our  aviation  safety  system.  The  con- 
trollers who  struck  in  1981  have  been 
punished.  They  lost  their  jobs,  their 
pensions  and,  in  some  cases,  their  fam- 
ilies. Vengence  is  not  a  worthy  motiva- 
tion for  our  Nation. 

The  ones  we  punish  are  the  travel- 
ing public.  The  ones  we  put  at  risk  are 
our  families,  friends,  and  at  times  our- 
selves. That  is  what  we  are  talking 
aboot.  We  have  had  a  plague  of  per- 
sistent punishment  in  this  thing,  and 
it  is  time  to  put  that  behind  us.  We 
ought  to  get  on  with  the  job  we  have 
of  protecting  the  health  and  well- 
being  of  our  society  and  put  aside  this 
petty  nonsense  of  saying  that  an 
agency  that  is  grossly  understaffed 
cannot  use  people  who  have  had  the 
experience  and  have  passed  the  test  of 
serving  in  that  capacity. 

It  is  also  time  to  provide  relief  to  the 
traveling  public.  It  is  time  to  bolster 
the  margin  of  safety.  It  is  time  to  cut 
the  delays  at  our  airports.  It  is  time  to 
relieve  the  stress  suffered  by  the  con- 
trollers on  duty  today. 

All  section  323  of  this  bill  does  is 
provide  the  executive  branch  with  the 
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authority  to  rehire  some  of  those  dis- 
missed in  1981  on  a  selective  basis.  It 
does  not  mandate.  It  does  not  direct.  It 
simply  says  here  is  a  resource  that 
maybe  we  ought  to  discuss. 

D  1120 

"We  are  short  of  soldiers  in  our 
army.  Here  are  recruits  we  can  bring 
on  board  who  can  fight  the  battle  and 
do  it  quickly." 

It  is  the  authority  that  the  adminis- 
tration should  have  and  the  authority 
that  it  should  use. 

Mr.  SIMON  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Illinois. 

Mr.  SIMON.  Mr.  President,  with  all 
due  respect  to  my  good  friend  from 
Texas,  who  ordinarily  tries  to  get  the 
facts  before  he  tosses  in  an  amend- 
ment, I  think  he  is  wrong  on  this  one. 
It  should  be  defeated,  as  I  hope  he  will 
be.  But  let  me  make  one  recommenda- 
tion to  him. 

In  his  State  of  Texas,  visit  the  air 
traffic  control  center,  wherever  it  is, 
for  Fort  Worth-Dallas.  Frankly,  that 
is  what  I  did  in  Illinois. 

We  have  Aurora,  IL,  not  far  from 
Chicago,  which  handles  traffic  for 
O'Hare  and  much  of  the  Midwest.  I 
have  been  getting  these  conflicting 
stories  of,  does  this  make  sense? 

First  of  all,  I  believe  that  you  cannot 
strike  against  the  Federal  Govern- 
ment. We  cannot  tolerate  that.  To 
that  extent  I  agree  with  the  Senator 
from  Texas. 

But  we  have  problems.  In  1984,  we 
had  a  record  number  of  air  deaths  and 
a  record  number  of  near  misses. 

In  the  first  7  months  in  1985,  it  sur- 
passed 1984.  I  do  not  know  what  the 
1986  figures  will  be. 

But  I  do  know  this,  and  here  I  would 
urge  my  colleague  to  reconsider,  if 
that  is  possible,  this  point. 

I  went  to  Aurora,  IL,  and  talked  to 
the  air  controllers. 

Mr.  President,  may  we  have  order  in 
the  Chamber? 

The  PRESIDING  OFFICER.  The 
Senate  will  be  in  order. 

Mr.  SIMON.  I  went  to  Aurora,  IL, 
and  I  talked  to  air  controllers,  just 
going  down  the  line  talking  to  people, 
and  I  talked  to  the  people  in  charge.  I 
would  guess  I  talked  to  20  or  30 
people. 

Of  the  20  or  30  people  I  talked  to,  all 
but  one  said,  "We  have  a  problem  and 
the  only  sensible  way  is  on  a  selective 
basis  to  bring  back  some  of  the  experi- 
enced controllers." 

I  think  he  will  find,  I  say  to  the  Sen- 
ator from  Texas,  if  he  visits  the  coun- 
terpart in  the  Dallas-Fort  Worth  area, 
supervisory  personnel  and  the  actual 
controllers,  everyone  saying  the  same 
thing. 

The  question  at  this  point  is,  and  I 
think  my  colleague  from  New  Jersey 
put  it  well,  not  how  we  discipline  some 
people  but  the  question  is  air  safety. 


The  reality  is  we  are  going  to  improve 
air  safety  with  this  language  in  the 
bill. 

I  also  agree  that  you  cannot  just 
massively  take  back  everyone.  That  is 
why  this  bill  calls  for  some  screening. 

The  other  point,  as  has  been  made 
by  my  colleague  from  New  Jersey,  is 
that  it  does  not  mandate  a  thing. 

I  would  make  one  other  point  to  my 
colleague  from  Texas.  I  would  urge 
him  to  talk  to  people  high  in  this  ad- 
ministration who  are  knowledgeable  in 
this  area  and  ask  them  off  the  record 
what  they  think.  I  am  not  talking 
about  the  Secretary  of  Transporta- 
tion. I  have  no  doubt  that  she  is  con- 
cerned, though  I  have  not  discussed 
this  with  her.  Talk  to  people  very  high 
in  the  administration  who  understand 
this  area  and  ask  them  not  what  the 
administration's  position  is,  but  what 
they  think  is  right  for  air  safety. 
While  I  have  not  discussed  this  specif- 
ic amendment  with  them,  I  have  dis- 
cussed the  general  situation. 

I  think  this  language  is  sound  lan- 
guage. I  urge  the  amendment  of  my 
colleague  be  defeated. 

The  PRESIDING  OFFICER.  Is 
there  further  debate? 

Mr.  LAUTENBERG.  Mr.  President, 
I  suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

Mr.  ANDREWS.  Mr.  President.  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  ANDREWS.  Mr.  President,  let 
me  respond  to  the  amendment  of  my 
colleague. 

The  bill  as  reported  contains  the 
House-passed  provision .  which  allows 
rehiring  of  controllers  fired  in  1981. 
This  is  not  intended  to  rewrite  past 
Federal  labor  regulations,  but  to  ad- 
dress a  serious  safety  situation. 

My  subcommittee  has  held  repeated 
hearings  throughout  the  years  in 
which  testimony  has  been  given  to 
review  the  "up  again,  down  again" 
level  of  air  traffic  controllers.  The 
facts  according  to  the  FAA  are  that 
14,484  controllers  were  on  board  as  of 
August  31,  1986,  but  of  this  level,  only 
9,352  are  full  performance  level.  The 
balance  are  either  developmental  con- 
trollers, including  students  at  the  FAA 
Training  Academy,  or  air  traffic  assist- 
ants, whose  job  it  is  not  to  control 
traffic  but  to  help  the  actual  control- 
lers. 

I  believe  the  FAA  should  have  dis- 
cretionary authority  to  add  selectively 
to  its  ranks  from  the  former  controller 
work  force.  I  think  recent  events  un- 
derscore the  need  for  experienced  con- 
trollers, especially  at  the  busier  facili- 
ties. 

I  see  the  record  number  of  controller 
retirements  and  feel  we  are  too  far 


from  the  goal  necessary  to  deal  with 
the  increasingly  crowded  air  space. 

The  critics  of  this  provision  will  say 
that  it  undermines  the  President's  Ex- 
ecutive order  prohibiting  from  FAA 
employment  any  controller  who 
struck.  I  feel  the  past  5  years'  prohibi- 
tion has  delivered  the  Presdient's  mes- 
sage loud  and  clear.  No  Federal  em- 
ployee should  take  comfort  from  this 
air  traffic  controller  rehire  provision 
because  the  message  from  the  Presi- 
dent is  unchanged. 

What  will  change  is  that  where  FAA 
determines  safety  needs  are  unmet,  it . 
will  have  the  selective  authority,  Mr. 
President,  to  augment  its  work  force 
with  experienced  personnel. 

The  rehire  will  create  a  morale  prob- 
lem, opponents  say,  with  those  con- 
trollers who  stayed  on  the  job. 

Again,  the  FAA  is  not  required  to 
put  any  controller  back  to  work  who 
was  an  activist  during  the  strike.  The 
bill  requires  the  Office  of  Personnel 
Management  [OPM]  to  make  a  suita- 
ble determination  before  rehire.  De- 
spite the  administration's  claim  that 
no  method  exists  to  make  such  a  de- 
termination, 500  striking  controllers 
were  brought  back  since  1981. 

OPM  can  conduct  background 
checks  to  weed  out  bad  apples,  just  as 
OPM  does  now  for  sensitive  employ- 
ment. 

Last,  let  me  pqint  out  my  frustration 
with  the  administration  on  this  lan- 
guage. 

The  House  sent  over  this  permissive 
language  after  narrowly  defeating 
stronger  language  mandating  rehire  of 
500  controllers  for  each  of  the  next  2 
years.  Early  on,  the  subcommittee  was 
told  the  administration  could  live,  but 
reluctantly,  with  this  permissive  ap- 
proach. 

After  the  subcommittee  endorsed 
the  permissive  language,  the  word 
came  up  that  no  language  was  accepta- 
ble. We  worked  steadily  since  August 
5,  the  date  of  the  markup,  to  satisfy 
the  administration  that  the  language 
be  permissive  and  selective,  but  the  po- 
sition taken  downtown  is  all  or  noth- 
ing. 

Let  me  read  from  a  House  hearing 
transcript  of  Thursday,  June  12.  When 
asked  for  FAA's  guidelines  to  imple- 
ment rehire  legislation,  the  adminis- 
tration witness  said:  "The  administra- 
tion policy  is  not  to  rehire  so  we  just 
haven't  put  any  staff  time  and  effort 
into  how  we  might  implement  that 
law"— the  law  being  the  mandatory 
rehire  bill. 

Mr.  President,  I  find  that  irresponsi- 
ble. When  Congress  recognizes  the 
need  and  desires  to  provide  an  extra 
margin  for  safety,  we  hope  the  admin- 
istration would  work  with  the  Con- 
gress on  the  proper  method  of  imple- 
mentation. That  is  why  we  were  con- 
cerned, that  is  why  the  language  is  in 
the  biU  as  it  is. 
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Mr.  President,  I  have  no  further  re- 
quest for  time.  I  shall  be  glad  to  have 
the  vote. 

Mr.  GRAMM.  Mr.  President.  I  can 
be  brief.  I  would  like  to  respond  brief- 
ly by  making  a  couple  of  remarks. 

First,  in  1981,  we  had  an  illegal 
strike  by  people  who  violated  their 
oath  of  office.  They— not  the  Presi- 
dent—put the  health  and  safety  and 
lives  of  those  who  use  air  travel  in  this 
country  at  risk. 

We  have  fought  back  from  very  dif- 
ficult circumstances.  We  have  worked 
hard  to  rebuild  the  air  traffic  control 
system.  We  have  made  great  progress, 
progress  that  many— obviously  the 
strikers— did  not  believe  we  could 
make.  To  come  back  now  and  reverse 
the  policy  would  penalize  those  who 
stayed  at  their  posts,  those  who  with- 
stood peer  group  pressure  and  abided 
by  the  law  and  their  oath  of  office.  To 
bring  back  into  employment  the 
people  who  put  us  at  risk  to  begin 
with,  would  be  inherently  wrong. 

Our  distinguished  colleague  from 
New  Jersey  speaks  with  eloquence 
about  a  shortage  of  troops  in  the 
army.  I  submit,  Mr.  President,  that  we 
have  rebuilt  the  army.  It  is  not  totally 
rebuilt  but  after  coming  all  this  way, 
after  doing  all  this  work,  after  not 
giving  in  to  the  temptation  to  take  the 
easy,  politically  expedient  way  out.  let 
us  not  bring  back  into  the  army  today 
those  who  deserted  the  army  and  cre- 
ated the  peril. 

I  think  the  issue  is  clear.  I  urge  my 
colleagues  to  support  this  amendment. 

Mr.  LAUTENBERG  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  Is 
there  further  debate?  The  question  is 
on  agreeing  to  the  amendment. 

The  Chair  is  in  doubt. 

(Putting  the  question.) 

The  PRESIDING  OFFICER.  The 
yeas  appear  to  have  it.  The  yeas  have 
it. 

The  amendment  (No.  2843)  was 
agreed  to. 

Mr.  GRAMM.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  ANDREWS.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  ANDREWS.  Mr.  President.  I 
make  a  point  of  order  that  a  quorum  is 
not  present.  Prior  to  making  that 
point  of  order,  again,  the  leadership 
has  told  us  to  move  expeditiously.  I 
know  of  no  further  amendments  to 
this  bill.  There  have  been  some 
amendments  talked  about.  We  have 
now  been  debating  the  bill  for  about 
one-half  hour.  It  is  our  intention  to  go 
to  third  reading  as  rapidly  as  possible. 

Mr.  President.  I  suggest  the  absence 
of  a  quonmi.  

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 


The  legislative  clerk  proceeded  to 
call  the  roll. 

DODCE  CITY  RAILROAD  PROJECT 

Mr.  DOLE.  Before  we  close  debate 
on  the  fiscal  year  1987  Transportation 
appnpriations  bill,  there  is  a  matter 
of  some  importance  to  Dodge  City, 
KS,  that  I  would  like  to  clarify  with 
the  chairman  of  the  Subconmiittee  on 
Transportation  Appropriations.  Based 
on  discussion  with  the  distinguished 
Senator  from  North  Dakota,  it  is  my 
understanding  that  it  will  be  possible 
to  incorporate  some  report  language  in 
conference  that  would  enable  the 
Dodge  City-Ford-Bucklin  Railroad  to 
obtain  up  to  $1.9  million  in  unspent 
fiscal  year  1986  funds. 

Mr.  ANDREWS.  This  Senator  is 
willing  to  do  everything  he  can  to  pro- 
vide assistance  to  the  Dodge  City  Rail- 
road when  we  meet  with  the  House  in 
conference. 

Mr.  DOLE.  There  is  the  possibility 
that  some  funds  would  be  available 
under  the  section  505  Redeemable 
Preference  Shares  Program  of  the 
Railroad  Revitalization  and  Regula- 
tory Reform  Act  of  1976.  These  would 
result  from  unspent  fiscal  year  1986 
funds  remaining  from  projects  whose 
cost  turned  out  to  be  less  than  the 
amount  appropriated. 

Mr.  ANDREWS.  The  majority 
leader  is  correct.  Based  on  conversa- 
tions with  the  Federal  Railroad  Ad- 
minstration,  it  is  my  understanding 
that  there  may  be  funds  available.  We 
could  therefore  add  some  language  in 
conference  that  would  allow  unspent, 
but  prevously  earmarked,  funds  to  be 
reprogrammed  to  rehabilitate  the 
Dodge  City-Ford-Bucklin  Railroad.  I 
know  this  is  a  project  of  importance  to 
the  majority  leader,  and  I  promise  to 
bring  this  matter  to  the  attention  of 
the  conferees. 

Mr.  DOLE.  It  would  seem  to  me  that 
a  project  of  this  nature  would  set  a 
good  cost-sharing  example.  The  local 
economic  development  organization 
has  accumulated  equipment  and  other 
assets  worth  almost  $2  millon  and  has 
managed  to  cut  down  costs  by  having 
labor  and  equipment  donated.  I  need 
not  emphasize  the  importance  of  pro- 
moting economic  development  in  com- 
munities in  rural  areas. 

Dodge  City  grew  out  of  the  old  fron- 
tier town  in  western  Kansas,  and  it  is 
of  great  historic  interest  to  this  coun- 
try in  general.  This  old  west-style 
tourist  rail  line  would  provide  access 
to  Dodge  City's  boot  hill  area.  The  ex- 
isting tracks  would  retrace  that  por- 
tion of  the  Rock  Island  Line  that 
stretched  through  Bucklin,  Ford,  and 
Dodge  City  in  the  days  of  Bat  Master- 
son  and  Wyatt  Earp. 

In  addition,  the  commercial  capabili- 
ties of  the  railroad  line  are  also  signifi- 
cant. This  line  would  be  used  to  haul 
grain  and  other  freight,  linking  into  a 
major  grain  freight  line  in  Bucklin. 
The    line    links    the    Santa    Fe    and 


Cotton  Belt  rail  lines,  and  officials 
from  both  railroads  have  manifested 
an  interest  in  the  possibility  of  haul- 
ing freight  on  the  line  upon  its  com- 
pletion. 

Dodge  City  has  15  passenger  and 
freight  cars  and  three  locomotives  on 
hand,  and  the  railroad  has  most  of  the 
rolling  stock  it  needs  to  get  underway. 

Mr.  ANDREWS.  I  thank  the  Senator 
from  Kansas  for  bringing  this  project 
to  the  attention  of  the  Senate,  and 
will  try  to  work  out  a  satisfactory  ar- 
rangement in  conference. 

Aviation  Safety  and  H.R.  5205.  the  Fiscal 
Year  1987  Transportation  Appropria- 
tions Bill 

Mr.  BYRD.  Mr.  President,  the  funds 
provided  in  the  fiscal  year  1987  De- 
partment of  Transportation  and  relat- 
ed agencies  appropriation  bill.  H.R. 
5205.  represent  the  Federal  commit- 
ment to  the  development,  mainte- 
nance, and  operation  of  an  efficient 
national  transportation  system.  The 
funds  provided  in  this  legislation  ad- 
dress problems  in  a  number  of  differ- 
ent areas.  Of  particular  interest,  are 
the  provisions  relating  to  appropria- 
tions for  the  Federal  Aviation  Admin- 
istration and  to  address  the  problem 
of  aviation  safety. 

Mr.  President,  last  year  was  the 
worst  year  for  commercial  aviation  in 
the  United  States  since  1977,  accord- 
ing to  National  Transportation  Safety 
Board  statistics.  Those  statistics  indi- 
cate that  there  were  526  fatalities  in 
1985  from  all  U.S.  carriers,  compared 
to  655  fatalities  in  1977.  Such  statistics 
have  been  underscored  most  recently 
by  the  tragic  collision  of  Aeromexico's 
flight  498  with  a  small  private  plane  in 
the  skies  over  Los  Angeles  late  last 
month. 

In  the  light  of  such  statistics,  and 
the  reports  of  increasing  numbers  of 
near  mid-air  collisions,  surface  oper- 
ational errors,  and  other  safety-related 
incidents,  the  American  public  has 
become  increasingly  concerned  about 
aviation  safety. 

There  is  reason  for  concern.  The  do- 
mestic commercial  passenger  aviation 
industry  has  undergone  explosive 
growth  in  the  years  since  the  enact- 
ment of  airline  deregulation  in  1978. 
Unfortunately,  the  Federal  Aviation 
Administration  is  in  danger  of  being 
overwhelmed  by  the  increased  number 
of  commercial  flights,  aircraft,  and  air- 
lines, the  most  apparent  manifesta- 
tions of  the  airline  industry's  growth 
since  1978. 

Congress  has  been  more  than  willing 
to  provide  the  FAA  with  the  resources 
necessary  to  ensure  aviation  safety. 
This  commitment  to  aviation  safety 
remains  undiminished.  Indeed,  despite 
the  severe  fiscal  constraints  imposed 
by  the  Nation's  massive  budget  defi- 
cits, in  this  bill  Congress  is  appropriat- 
ing $2,769  billion  for  FAA  operations 
in  fiscal  year  1987. 
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Mr.  President,  it  should  also  be 
noted  that  the  growth  in  the  airline 
industry  is  expected  to  continue  into 
the  future.  This  will  bring  increased 
burdens  on  FAA  traffic  control  sys- 
tems, and  other  services  necessary  to 
manage  the  increasing  volumes  of  air 
traffic  which  will  be  using  the  Nation's 
airspace.  The  FAA,  for  example,  ex- 
pects the  number  of  aircraft  oper- 
ations at  FAA  towered  airports  to  in- 
crease 46  percent  by  1997. 

SUMMATION 

Mr.  President,  the  funds  provided  in 
H.R.  5205  for  FAA  operations  are  fur- 
ther evidence  of  the  intention  of  the 
Congress  to  continue  efforts  to  restore 
an  adequate  margin  of  aviation  safety. 
With  the  support  of  the  administra- 
tion, we  can  move  expeditiously. 

Mr.  SPECTER.  I  would  like  to 
engage  in  a  discussion  with  the  distin- 
guished chairman  of  the  Transporta- 
tion Subcommittee  to  discuss  several 
matters  of  importance  to  Pennsylva- 
nia. 

H.R.  5205  as  reported  from  the 
House  gave  a  classification  to  a  vehicle 
that  will  be  manufactured  in  my  home 
State,  called  the  Maxi-Cube  vehicle.  I 
understand  that  this  classification  is 
needed  to  allow  this  vehicle  to  run  on 
Federal  highways.  The  U.S.  Depart- 
ment of  Transportation  has  reportedly 
spent  years  studying  a  classification 
for  this  vehicle  but  has  failed  to  make 
a  determination.  This  has  prevented  a 
potentially  great  transportation  prod- 
uct from  being  used,  thus  denying  the 
manufacturing  jobs  associated  with 
the  production  of  this  vehicle  and  the 
potential  benefits  to  transportation 
that  would  result  in  its  use.  H.R.  3129, 
the  House  highway  authorization  bill, 
includes  identical  language  as  that 
contained  in  H.R.  5205.  Legislative 
action  is  required  because  the  U.S.  De- 
partment of  Transportation  has  not 
yet  acted.  I  should  report  that  32 
States  have  approved  this  vehicle.  The 
Senate  Appropriations  Committee 
struck  this  House  language. 

Because  this  vehicle  is  so  important, 
I  bring  this  to  the  Senator's  attention 
for  his  consideration  in  the  bill  report- 
ed from  conference.  I  must  repeat  that 
this  action  would  simply  classify  a  ve- 
hicle system  that  was  not  in  existence 
when  the  act  was  passed  in  1982  and 
was,  therefore,  not  classified.  I  am  just 
urging  that  this  be  given  a  regulatory 
category  so  that  it  can  be  regulated.  I 
am  asking  for  no  exceptions  for  weight 
or  length. 

Mr.  ANDREWS.  The  Senator  brings 
important  facts  to  light.  I  will  careful- 
ly consider  his  request. 

Mr.  SPECTER.  Other  matters  of 
concern  are  the  Basin  Street  rail  cross- 
ing in  Allentown,  PA,  Route  220  be- 
tween Altoona  and  Tyrone,  and  the 
Mon  Valley  Expressway. 

The  Basin  Street  project  is  sorely 
needed  to  correct  a  traffic  tie-up  prob- 


lem which  has  plagued  the  Lehigh 
Valley  for  more  than  a  decade. 

The  Route  220  project  would  close 
an  11.9-mile  gap  in  multilane  limited 
access  road  connecting  the  Pennsylva- 
nia Turnpike  and  the  Tyrone  Bypass.  I 
am  seeking  authorization  for  both  of 
these  projects  in  S.  2405,  the  highway 
authorization  bill. 

The  Mon  Valley  Expressway  would 
be  a  new  road  to  be  funded  with  toll 
proceeds,  but  which  will  require  a  Fed- 
eral contribution  to  be  successful.  I  am 
supporting  an  amendment  to  S.  2405 
that  would  allow  Federal  aid  to  high- 
ways being  constructed  as  toll  roads. 

I  would  request  that  the  chairman 
through  his  offices  encourage  the  U.S. 
Department  of  Transportation  to  per- 
form studies  and  provide  technical  as- 
sistance to  expedite  planning  and 
these  important  projects.  I  have  assur- 
ances from  the  Environment  and 
Public  Works  Committee  that  both 
Basin  Street  and  Route  220  will  be  au- 
thorized in  S.  2405. 

Mr.  ANDREWS.  The  Senator  has 
brought  forward  important  requests.  I 
will  be  happy  to  work  with  him  and 
the  Department  to  help  move  these 
projects  forward. 

Mr.  SPECTER.  I  thank  the  Senator 
for  his  assistance  on  these  matters  and 
the  support  that  he  has  already  pro- 
vided for  so  many  important  transpor- 
tation matters  for  Pennsylvania  and 
the  country. 

A  STUDY  OF  OILSPILL  PREVENTION  IN 
RESTRICTED  WATERWAYS 

Mr.  LAUTENBERG.  Mr.  President, 
I  rise  to  address  an  issue  of  great  im- 
portance to  New  Jersey,  the  Delaware 
River  region,  and  all  of  our  coastal 
areas.  The  issue  of  oilspills. 

Oilspills  are  devastating  accidents. 
They  result  in  destruction  of  natural 
resources,  and  they  imperil  our  wellbe- 
ing.  Spills  also  require  significant  ex- 
penditures of  time,  effort,  and  money 
by  State  and  Federal  agencies,  and 
represent  the  loss  of  a  valuable  com- 
modity by  the  oil  companies. 

Last  week,  the  Viking  Osprey,  a  700- 
foot  tanker,  spilled  almost  300,000  gal- 
lons of  crude  oil  over  a  12-mile  stretch 
of  the  Delaware  as  it  docked  at  a  facil- 
ity in  New  Jersey.  On  Friday,  I  toured 
the  spillsite  with  Coast  Guard  offi- 
cials. The  scene  was  devastating.  The 
impact  of  this  spill  is  being  felt  in  New 
Jersey,  Pennsylvania,  and  Delaware.  It 
will  be  months  before  the  full  extent 
of  damage  is  Itnown,  or  cleanup  efforts 
are  complete. 

This  was  not  an  isolated  incident. 
Within  the  last  year,  this  same  stretch 
of  the  Delaware  has  seen  three  major 
spills.  Last  September,  the  Sunoco 
Grand  Eagle  spilled  435,000  gallons  of 
crude  oil  over  a  15-mile  section  of  the 
river.  In  this  case,  the  tanker  ran 
aground,  rupturing  a  tank.  It  then 
freed  itself  to  head  upriver,  spilling  its 
oil  along  the  way.  The  incident  was 
not  reported  to  officials  for  5  hours. 


In  March,  the  Intermar  Alliance 
crashed  into  a  pier  at  Marcus  Hook, 
PA.  One  of  its  tanks  was  ripped  open, 
resulting  in  the  release  of  189,000  gal- 
lons into  the  river. 

Mr.  President,  almost  1  million  gal- 
lons of  oil  have  been  spilled  into  the 
Delaware  River  in  the  last  year.  In  ad- 
dition, there  have  been  several  minor 
tanker  incidents  which,  fortunately, 
have  not  resulted  in  spills.  This  is  an 
unacceptable  situation.  We  need  to 
find  out  why  recurring  oilspills  threat- 
en the  Delaware  River  and  precious 
natural  resources. 

The  Coast  Guard  has  the  responsi- 
bility to  respond  to  oilspills.  It  has  the 
expertise  in  assessing  causes  of  oil- 
spills and  is  best  able  to  recommend 
means  of  preventing  these  spills. 

Mr.  President,  given  this  pattern  of 
spills.  I  feel  that  the  Coast  Guard 
should  study  the  recent  oilspills  in  the 
Delaware  River,  along  with  other  simi- 
lar incidents.  This  study  should  exam- 
ine the  causes  of  these  spills,  and  in- 
vestigate means  of  preventing  further 
spills. 

Mr.  President,  our  coastal  waterways 
are  fragile  and  important  ecosystems. 
They  cannot  continue  to  absorb  the 
impacts  of  oilspills.  With  my  colleague 
from  Maine,  Senator  Mitchell,  I  re- 
cently introduced  legislation  to  en- 
hance our  ability  to  clean  up  spills. 
That  legislation  is  vital  in  our  efforts 
to  control  the  effects  of  oilspills.  But, 
we  also  need  to  prevent  spills. 

Mr.  President,  I  would  like  to  ask 
the  distinguished  managers  of  the  bill 
for  their  views  on  this  matter.  My  sug- 
gestion would  be  for  the  Coast  Guard 
to  conduct  a  thorough  study  to  investi- 
gate the  causes  of  the  Delaware  River 
oilspills  and  to  recommend  steps  to 
prevent  their  repetition.  Such  a  study 
should  include  the  consideration  of 
modifications  in  tanker  construction 
and  operation  standards,  crew  train- 
ing, locale  familiarization  require- 
ments, improvements  in  navigation 
aids,  and  other  approaches  with  the 
potential  for  reducing  the  likelihood 
of  discharges  of  oil  in  our  waters.  The 
results  of  this  study  should  then  be 
made  available  in  a  report  to  the  Con- 
gress within  I  year. 

Mr.  ANDREWS.  Mr.  President,  I 
thank  the  distinguished  Senator  from 
New  Jersey  for  bringing  this  impor- 
tant matter  to  the  attention  of  the 
Senate.  I  am  aware  of  the  Senator's 
concern  over  this  issue,  and  share  his 
view  of  its  importance  to  coastal  areas. 

I  agree  that  such  a  study  could  be  an 
asset  in  efforts  to  prevent  oilspills,  and 
I  concur  with  the  Senator's  view  that 
it  should  be  conducted  using  available 
funds.  The  areas  he  would  like  to  see 
addressed  in  a  study  are  comprehen- 
sive, and  essential  to  consider  in  a 
thorough  study  of  the  problem  of  oil- 
spills in  the  Delaware  River  and  other 
waterways.  I  look  forward  to  working 
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with  my  colleague  in  efforts  to  ensure 
that  the  study  he  described  will  be 
conducted  by  the  Coast  Guard.  It 
would  be  my  intention  to  further  ad- 
dress the  Senator's  concern  by  includ- 
ing language  in  the  statement  of  the 
manager's  report  directing  the  Coast 
Guard  to  conduct  such  a  report  during 
fiscal  year  1987. 

Mr.  LAUTENBERG.  Mr.  President. 
I  thank  the  distinguished  Senator 
from  North  Dakota  for  his  coopera- 
tion in  this  important  matter.  I  would 
also  like  to  ask  the  ranking  minority 
member.  Senator  Chiles,  for  his  views 
on  this  matter. 

Mr.  CHILES.  Mr.  President,  I  would 
also  like  to  thank  the  distinguished 
Senator  from  New  Jersey  for  raising 
this  important  issue.  The  study  he 
outlines  will  serve  an  important  role  in 
efforts  to  prevent  the  repetition  of 
such  spills.  I  look  forward  to  working 
with  my  distinguished  colleagues  in  ef- 
forts to  address  this  issue  through  a 
study  conducted  by  the  Coast  Guard. 

Mr.  LAUTENBERG.  Mr.  President. 
I  thank  my  distinguished  colleagues 
for  their  support  of  this  important 
study,  and  I  look  forward  to  working 
with  the  distinguished  chairman  and 
ranking  minority  member  on  appropri- 
ate language  directing  the  Coast 
Guard  to  use  available  funds  to  con- 
duct a  study  on  recent  oilspills  in  the 
Delaware  River  and  spill  prevention. 

Mr.  DANPORTH.  Mr.  President,  I 
am  considering  offering  an  amend- 
ment to  the  Transportation  appropria- 
tions bill,  H.R.  5205.  and  would  like  to 
engage  in  a  colloquy  with  my  distin- 
guished colleague.  Senator  Andrews. 
the  chairman  of  the  Transportation 
Appropriations  Subcommittee. 

Mr.  President,  my  amendment  would 
reduce  substantially  deaths  and  inju- 
ries on  our  highways  and  would  pro- 
vide us  with  another  weapon  in  the 
war  on  drugs  and  alcohol  abuse.  My 
amendment  would  increase  the  appro- 
priation for  the  Motor  Carrier  Safety 
Assistance  Program  [MCSAP]  from 
$20  to  $60  million  in  fiscal  year  1987. 

At  present,  the  MCSAP  provides 
grants  to  States  for  inspections  of 
truck  and  bus  equipment.  These  ef- 
forts are  long  overdue.  For  example,  in 
the  first  5  months  of  this  year  a  Mary- 
land inspection  team  funded  by  a 
MCSAP  grant  inspected  17,800  vehi- 
cles. Maryland  found  that  over  5,000 
of  these  vehicles  had  unsafe  brakes. 
Over  2,300  had  inadequate  lighting. 
Others  had  defective  steering,  cou- 
pling devices,  and  tires.  Almost  13,000 
of  these  vehicles,  or  over  72  percent  of 
those  inspected,  were  in  such  bad 
shape  that  they  were  immediately  put 
out  of  service. 

We  have  made  some  success,  but  this 
is  only  the  tip  of  the  iceberg.  Al- 
though 49  jurisdictions  are  using  these 
grants,  many  of  the  unsafe  trucks  and 
buses  are  going  undetected.  They 
simply  pull  off  the  side  of  the  road 


and  wait  for  the  inspection  station  to 
close  down  or  take  an  alternate  route 
with  no  inspectors.  By  increasing  ap- 
propriations for  MCSAP  we  will  have 
enough  inspectors  so  that  unsafe 
trucks  and  buses  will  have  nowhere  to 
run  and  nowhere  to  hide.  Inspectors 
can  work  through  the  night  when 
most  of  the  unsafe  trucks  and  buses 
run,  and  they  can  set  up  inspection 
stations  on  routes  that  were  formerly 
"safe  havens"  for  dangerous  vehicles. 

Catching  dangerous  vehicles  is  only 
part  of  the  problem,  however.  The 
Senate  has  before  it  the  Commercial 
Motor  Vehicle  Safety  Act  of  1986  (S. 
1903),  which  provides  for  inspections 
of  drivers  for  drug  and  alcohol  use.  im- 
proved commercial  driver  licensing, 
and  a  computer  link  to  stop  the  multi- 
ple license  problem. 

An  increase  in  MCSAPs  appropria- 
tions is  needed  to  accomplish  these 
goals.  The  MCSAP  appropriation  must 
be  increased  so  that  inspectors  can 
catch  those  who  either  take  drugs  or 
drink  alcohol  and  get  behind  the 
wheel  of  trucks  weighing  an  average  of 
60.000  to  80,000  pounds  or  buses  carry- 
ing dozens  of  innocent  passengers. 
With  the  assistance  of  the  CB  radio, 
drugs  are  sold  at  virtually  every  truck- 
stop  in  the  country.  Substance  abuse 
by  these  drivers  is  a  menace  to  us  all 
that  must  be  stopped.  Its  dangers  were 
demonstrated  recently  when  a  truck 
driver,  who  reportedly  had  cocaine, 
amphetamines,  and  marijuana  in  his 
cab,  shot  and  wounded  the  7-year-old 
son  of  country  singer  Ricky  Skaggs. 
The  driver  claimed  he  fired  the  shot 
because  the  child's  mother  cut  too 
closely  in  front  of  his  truck. 

Increased  appropriations  for 
MCSAP  grants  are  also  needed  to  im- 
prove commercial  driver  licensing.  At 
present,  in  20  States  after  taking  a 
regular  motorist  test  in  a  compact  car, 
you  or  I  could  get  a  license  that  is  a 
grant  of  authority  to  drive  an  18- 
wheeler  across  the  country.  In  fact, 
only  12  States  require  a  license  appli- 
cant to  take  a  driving  test  in  the  type 
of  truck  or  bus  he  or  she  is  to  be  li- 
censed to  operate.  MCSAP  grants 
could  help  States  to  pay  examiners 
and  set  up  test  facilities  so  they  can 
give  meaningful  written  and  driving 
tests. 

Finally,  additional  MCSAP  money  is 
need»a  to  help  establish  a  computer 
link  between  the  States  to  communi- 
cate commercial  drivers  license  infor- 
mation. Commercial  drivers  currently 
shuffle  multiple  licenses  like  a  deck  of 
cards.  They  use  them  to  spread  their 
traffic  violations,  and  thus  maintain  a 
"good  driver"  rating  regardless  of  the 
number  of  violations  they  accumulate. 
The  States  could  use  this  computer 
link  to  determine  whether  a  license 
applicant  had  another  license,  and  to 
see  that  all  of  a  commercial  driver's 
violations,  including  violations  involv- 
ing  driving   under   the   influence   of 


drugs  or  alcohol,  were  placed  on  a 
single  license. 

Mr.  President,  S.  1903  is  one  of  the 
cornerstones  of  the  majority  leader's 
drug  initiative.  He  recognizes  that 
drug  use  is  a  problem  for  truck  and 
bus  drivers  just  as  it  is  for  others  in 
our  society.  When  drugs  are  openly 
bought  and  sold  at  virtually  every 
truckstop  in  the  country,  things  have 
gone  too  far.  This  is  not  a  "victimless" 
crime.  Truck  and  bus  accidents  kill 
5,000  people  a  year  and  injure  thou- 
sands more.  We  must  provide  money 
for  additional  inspections  to  catch 
drivers  who  use  drugs. 

Mr.  ANDREWS.  I  agree  with  Sena- 
tor Danforth  that  MCSAP  is  a  very 
important  and  successful  effort  to 
make  our  highways  safer.  I  am  a 
strong  supporter  of  this  program.  Un- 
fortunately, my  subcommittee  is  oper- 
ating under  strict  budgetary  restraints 
and  I  believe  that  Senator  Danforth's 
proposed  amendment  could  well 
exceed  these  constraints. 

I  understand  that  the  text  of  S. 
1903,  the  Commercial  Motor  Vehicle 
Safety  Act  of  1986,  which  would  au- 
thorize $60  million  for  MCSAP  in 
fiscal  year  1987,  is  part  of  Senator 
Dole's  legislative  package  for  combat- 
ing drug  abuse.  Under  S.  1903,  MCSAP 
moneys  would  be  used  to  catch  truck 
and  bus  drivers  who  operate  vehicles 
under  the  influence  of  drugs. 

If  S.  1903  is  approved  by  the  Senate 
as  part  of  this  important  initiative,  I 
want  to  assure  Senator  Danforth  that 
my  subcommittee  will  work  with  him 
toward  seeing  that  MCSAP  is  fully 
funded  in  the  continuing  resolution. 

Mr.  DANFORTH.  Mr.  President,  I 
would  like  to  thank  Senator  Andrews 
for  his  support  of  this  program  and 
for  his  commitment  to  work  toward 
fully  funding  this  program.  I  look  for- 
ward to  working  with  him  to  meet  this 
goal.  With  those  assurances,  I  will  not 
offer  my  amendment  at  this  time. 

Mr.  DOMENICI.  Mr.  President,  I 
rise  in  support  of  the  Department  of 
Transportation  and  related  agencies 
appropriations  bill  as  reported  by  the 
Senate  Appropriations  Committee. 

I  commend  the  distinguished  chair- 
man of  the  subcommittee,  the  Senator 
from  North  Dakota,  and  the  distin- 
guished chairman  of  the  full  commit- 
tee, the  Senator  from  Oregon,  for 
bringing  this  bill  to  the  floor  in  ac- 
cordance with  the  budget  resolution 
for  both  budget  authority  and  outlays. 

Mr.  President.  H.R.  5205  as  reported 
provides  $10.2  billion  in  budget  au- 
thority and  $9.3  billion  in  outlays  for 
fiscal  year  1987  for  the  Department  of 
Transportation,  the  Interstate  Com- 
merce Commission,  and  other  trans- 
portation-related activities. 

Taking  into  account  outlays  from 
prior-year  budget  authority  and  other 
adjustments,  the  bill  is  $0.4  billion  in 
budget  authority  and  less  than  $50 
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million  in  outlays  under  the  subcom- 
mittee's section  302(b)  allocation 
under  the  fiscal  year  1987  budget  reso- 
lution. The  bill's  credit  activity,  com- 
prising a  total  of  $0.1  billion  in  direct 
loans,  is  also  consistent  with  the  sub- 
committee's 302(b)  allocation. 

I  would  note  that  the  subcommit- 
tee's 302(b)  allocation  is  based  on 
budget  resolution  assumptions  that  in- 
clude significant  increases  for  several 
transportation  programs.  Specifically, 
I  note  that  the  budget  resolution  as- 
sumed fiscal  year  1987  budget  author- 
ity increases  above  a  freeze  level  of 
$0.5  billion  for  the  FAA  and  $0.4  bil- 
lion for  the  Coast  Guard. 

I  urge  the  adoption  of  the  bill  as  re- 
ported, and  I  urge  my  colleagues  to 
oppose  any  amendments  that  will  sig- 
nificantly increase  the  outlays  associ- 
ated with  this  bill. 

Mr.  President,  I  ask  unanimous  con- 
sent that  tables  showing  the  relation- 
ship of  the  reported  bill  to  the  sub- 
committee's section  302(b)  spending 
and  credit  allocations,  the  House- 
passed  bill,  and  the  President's  budget 


request,  and  a  summary  of  total  ap- 
propriations action  to  date,  be  printed 
in  the  Record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

TRANSPORTATION  SUB(X)MMinEE  SPENDING  TOTALS- 
SENATE-REPORTED  BILL 

|ln  billnns  ol  doltars] 

Fiscal  yeai  1987 


TRANSPORTATION  SUKXIMMITTEE  CREDIT  TOTALS- 
SENATE-REPORTED  BILL 


[In  b*ns  ol  daHin;] 

rtsol  yw  1987 

^^     t^ 

H  R  S20S.  as  rqwM  iti  tue  Snale 

Sdbcomminet  loW        


01 


01 


Butget 

auttwrity 


Outlays 


Senate  suCconmittR  302(b) 

House-wssed  lew! ..... 

Presidoits  request 


0.1 
0.1 
0.1 


Outlays   Irom   prw-yeai   twdget   autlKfity  ami 

otnef  actions  compleled         17.7 

H  R  5205,  as  reported  in  the  Senate  107  9.3 

Uiustment  to  conform  mandatory  programs  to 

Budget  Resolution  assumptions  -(■)  -01 

SulKommmee  total  10.2  26.9 

Senate  subcommittee  302(b)  aHocatJon 106  269 

President  s  request : 7  0  25,5 

Housepassed  level 103  27 0 

Suticommittee  total  compared  lo; 

SulKommittee  302(b)  allocation -04  ^C) 

President's  request    .„ +3,2  +14 

Housepassed  level     -0.1  -0.1 

<  Less  tlian  S50  million 
'  Note  —Details  may  not  add  to  totals  due  to  rounding 


STATUS  OF  APPROPRIATION  BILLS  IN  THE  SENATE 

|ln  billioiis  ot  dollars] 


Subconmittee  total  compared  to 
Senate  subcommittee  302(D)  atacatnn  . 

House-passed  levd 

Presidents  request 


-(') 


-t-C) 


'  less  tfian  $50  million 

Note  —Details  may  not  add  to  totals  due  lo  rounding 


Subcommittee 


Appropriations  Committee  s 
302(b)  allocation 


Budget 

autbority 


Outlays 


Ad)usted  bill  totals ' 


Outlays 


Bill  compared  to  aHocatnn 


authority 


Budget 
auttnnty 


OOuttays 


Bin  status 


Agrculture 

(iimmerce- Justice.. 
Detense 


Deticiencies  and  SupplementalS-- 

District  ol  Oilumbia        

[nergy-Water 

Foreign  Operations 

HUO-lndependent 

Interior  

LaborHHS 


Legislative  Brandt 

Military  (^instruction 

Transportation 
Treasury-Postal  Service . 


313 

121 

2771 

08 

0.6 

145 

13  0 

54.3 

7,8 

1140 

17 

8,2 

106 

133 


241 

123 

264  5 

01 

06 
14,9  , 
lOJ. 
56.4  . 

88 
1180' 

1.7 

79 
26  9 
13  4 


313 
117 


241 
123 


-(') 
-0.4 


+  (')    mpoiled 
-(•)    Remled 


0.6 


0.6 


-(') 


-(•)    Deponed 


77 

1134 

16 

82 
102 
13  3 


II 

1180 

16 

79 

26  9 

13  4 


-01 

-06 
-01 

^(') 
-04 
-(■) 


-(')  Reported 

+  (■)  Passed 

-01  (inference 

+  (')  Passed 

-  ( '  I  Reported 

+  (')  Reported 


Total.  Appropriations  Committee 


5593 


5604 


1981 


213  6 


-15 


-01 


'  Less  than  J50  million 

'  In  addition  to  the  bill,  includes  outlays  from  budget  authority  enacted  in  prior  years,  possible  later  requirements,  adiustments  to  conform  mandatory  items  to  budget  resolution  level,  and  other  adjustments 

Note  —Details  may  not  add  to  totals  due  to  rounding 

Source  Prepared  by  Senate  Budget  Committee  stall 


•  Mr.  GORTON.  Mr.  President,  I  con- 
gratulate Senator  Andrews,  the  chair- 
man of  the  Appropriations  Subcom- 
mittee on  Transportation  and  Related 
Agencies,  and  the  Appropriations 
Committee  as  a  whole,  for  their  work 
on  this  bill.  I  would  like  to  take  this 
opportunity  to  call  attention  to  a  very 
important  provision  in  the  report  ac- 
companying the  bill  which  earmarks 
funds  for  fiscal  year  1987  for  the 
Downtown  Seattle  Transit  Tunnel. 
This  project  is  of  enormous  impor- 
tance to  the  Greater  Seattle  metropol- 
itan area. 

The  Seattle  bus  tunnel  is  the  result 
of  a  long-term  effort  by  local,  city, 
county  and  metro  government  offi- 
cials, and  the  downtown  business  com- 
munity. When  completed,  the  tunnel 
will  provide  transit  facilities  in  down- 
town Seattle  to  meet  the  area's  future 


commuter  transit  needs  and  alleviate 
bus  congestion  in  the  downtown  area. 
The  success  of  this  joint  effort  is  obvi- 
ous. The  Seattle  bus  tunnel  has  been 
rated  by  the  U.S.  Department  of 
Transportation  as  the  most  cost-effec- 
tive transit  project  in  the  entire  coun- 
try. In  addition,  the  tunnel  has  the 
near  unanimous  support  of  local  elect- 
ed officials  as  well  as  the  Downtown 
Seattle  Association. 

The  project  consists  of  a  two  lane 
bus  tunnel  extending  north  from 
Union  Station  near  the  Kingdome  up 
Third  Avenue  to  Pine  Street,  at  which 
point  it  continues  east  bound  to  Ninth 
Avenue  near  the  new  convention 
center.  In  addition  to  these  two  portal 
stations,  there  will  be  three  under- 
ground stations  along  the  route,  acces- 
sible by  elevator,  escalator,  or  stairs 
from  the  buildings  above. 


The  tunnel  is  designed  for  new  dual- 
mode  buses  that  will  switch  from 
diesel  to  electricity  when  entering  the 
tunnel  and  switch  back  to  diesel  upon 
exit.  This  innovative  concept  accom- 
plishes the  major  obstacle  of  reducing 
diesel  emissions  in  the  downtown  area. 

Metro  and  the  city  of  Seattle  will 
provide  surface  improvements  above 
the  tunnel,  such  as  new  curbs  and 
roadways,  lighting  and  traffic  control 
systems,  greenery,  bus  shelters,  side- 
walk furniture  and  vending  equip- 
ment. Metro  also  is  adding  a  trolley 
circulator  with  new  routes  connecting 
the  downtown  business  core  with  the 
Denny  Regrade,  First  Hill,  the  Inter- 
national District,  Pioneer  Square,  and 
the  waterfront. 

Along  with  the  reduction  of  diesel 
emissions,  there  are  other  significant 
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benefits  attached  to  this  project.  It  ad- 
dresses the  issue  of  downtown  bus  con- 
gestion without  eliminating  traffic  or 
truck  loading  zones,  thus  avoiding 
harm  to  the  downtown  business  com- 
munity. It  also  provides  a  continuous 
passage  through  downtown  Seattle  for 
suburban  commuters,  thus  avoiding 
the  inconvenience  of  an  extra  transfer. 
Metro  staff  predicts  that  substantial 
operations  and  maintenance  savings 
will  eventually  offset  the  capital  costs 
of  the  turmel.  Metro  also  states  that 
the  costs  of  maintaining  the  tunnel 
will  be  less  than  those  incurred  by 
continuing  current  services  amid  grow- 
ing downtown  congestion. 

Mr.  President,  the  Seattle  bus 
tunnel  is  an  excellent  example  of  the 
type  of  innovative,  cost  effective,  and 
environmentally  sound  major  project 
that  can  be  built  when  local  govern- 
ment and  the  private  sector  work  to- 
gether to  meet  community  needs. 
Again,  I  thauik  the  distinguished  chair- 
man of  the  subcommittee  and  the 
members  of  the  full  committee  for  rec- 
ognizing the  value  of  this  project.* 

HIAWATHA  AVENUE 

Mr.  DURENBERGER.  Mr.  Presi- 
dent the  House-passed  Department  of 
Transportation  and  Related  Agencies 
Appropriations  bill  for  fiscal  year  1987 
contained  $11  million  for  an  Intermod- 
al  Urban  Demonstration  project  locat- 
ed in  Minneapolis,  MN.  This  project, 
first  authorized  by  Congress  in  1974, 
would  entail  upgrading  approximately 
5  miles  of  T.H.  55/Hiawatha  Avenue 
from  CASH  62— the  Crosstown  High- 
way—to Franklin  Avenue  in  Minne- 
apolis. Approximately  $2.75  million 
was  provided  in  the  fiscal  year  1986 
DOT  Appropriations  bill  for  design  of 
the  project,  and  it  was  the  hope  of  the 
two  Senators  from  Minnesota  that  the 
committee  would  see  fit  to  accept  the 
House  recommendation  on  funding  for 
this  project.  Could  my  good  friend,  the 
distinguished  chairman  and  Senator 
from  North  Dakota,  enlighten  me  as 
to  why  funds  for  this  important 
project  were  deleted? 

Mr.  ANDREWS.  Mr.  President,  as 
the  distinguished  ranking  member. 
Senator  Chiles,  will  confirm,  the  com- 
mittee found  itself  unable  to  fund  any 
of  the  demonstration  projects  con- 
tained in  the  House  bill.  Having  re- 
viewed my  good  friend's  letter  request- 
ing funds  for  this  project  shortly 
before  the  committee  acted  on  the  bill, 
it  was  with  great  reluctance  that  I 
moved  to  delete  the  House  projects.  It 
is  an  unfortunate  fact  of  life,  but  the 
House  Appropriations  Committee  ac- 
corded a  higher  level  of  funding  to  the 
Transportation  Subcommittee  than 
the  Senate  Appropriations  Committee 
did.  Paced  with  less  money  to  work 
with.  Senator  Chiles  and  I  had  no 
choice  but  to  delete  funding  for  dem- 
onstration projects. 

Mr.  CHILES.  Mr.  President,  the  Sen- 
ator from  North  Dakota's  description 


of  the  committee's  predicament  is  en- 
tirely correct.  I,  too,  noted  the  letter 
from  the  senior  Senator  from  Minne- 
sota and  regretted  that  the  committee 
was  unable  to  accommodate  his  re- 
quest. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  thank  both  Senators  for  their 
explanations,  and  would  like  to  pose 
one  final  question.  When  this  item  is 
brought  up  for  discussion  in  confer- 
ence with  the  House  of  Representa- 
tives, how  receptive  would  my  two 
friends,  the  chairman  and  ranking 
member,  be  to  the  House  position? 

Mr.  ANDREWS.  Mr.  President,  as  I 
explained  in  previous  discussions  with 
both  of  the  distinguished  Senators 
from  Minnesota,  it  is  very  difficult  to 
promise  any  Member  that  the  Senate 
will  recede  to  the  House  on  an  issue 
prior  to  the  conference.  However, 
having  personally  experienced  the 
horrible  traffic  congestion  leading  to 
the  Minneapolis-St.  Paul  airport,  I  am 
sensitive  to  the  House  position. 

Mr.  CHILES.  Mr.  President,  while  I 
have  not  had  the  pleasure  of  sitting  in 
traffic  in  subzero  temperatures,  I  can 
imagine  that  it  has  prompted  many  a 
Minnesotan  to  spend  the  winter  in 
Florida.  While  I  would  be  reluctant  to 
support  anything  that  might  hurt 
Florida's  tourism  industry,  I  want  to 
assure  both  Senators  that  I  will  try  to 
accommodate  the  House  of  Represent- 
atives on  this  project. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  thank  both  Senators  for  their 
courtesy,  and  wish  them  luck  in  con- 
ference. 

Mr.  BOSCHWITZ.  Mr.  President,  I 
would  like  to  associate  myself  with  the 
remarks  of  Senator  Durenberger,  and 
want  to  thank  both  Senator  Andrews 
and  Senator  Chiles  for  their  consider- 
ation of  our  request. 

D  1200 

Mr.  ANDREWS.  Mr.  President.  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  question  is  on  the  engrossment 
of  the  amendments  and  third  reading 
of  the  bill. 

The  amendments  were  ordered  to  be 
engrossed  and  the  bill  to  be  read  a 
third  time. 

The  bill  was  read  a  third  time. 

Mr.  ANDREWS.  Mr.  President,  I  ask 
for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

There  is  a  sufficient  second. 

The  yeas  and  nays  were  ordered. 

Mr.  DOLE.  Mr.  President,  I  suggest 
the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roll. 


Mr.  DOLE,  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  bill  having  been  read  the  third 
time,  the  question  is,  Shall  it  pass?  On 
this  question,  the  yeas  and  nays  have 
been  ordered,  and  the  clerk  will  call 
the  roll. 

The  bill  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn],  is  nec- 
essarily absent. 

Mr.  CRANSTON.  I  annoimce  that 
the  Senator  from  Hawaii  [Mr.  Matsu- 
naga],  is  necessarily  absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber desiring  to  vote? 

The  result  was  announced— yeas  87, 
nays  11,  as  follows: 

[Rollcall  Vote  No.  264  Leg.] 
YEAS-87 


Abdnor 

Exon 

McConnell 

Andrews 

Ford 

Melcher 

Baucus 

Glenn 

Metzenbaum 

Bentsen 

Goldwater 

Mitchell 

Biden 

Gore 

Moynihan 

Bingaman 

Gorton 

Murkowski 

Boren 

Grassley 

Nickles 

Boschwitz 

Harkin 

Nunn 

Bradley 

Hart 

Packwood 

Broyhill 

Hatch 

Pell 

Bumpers 

Hatfield 

Pressler 

Burdick 

Hawkins 

Pryor 

Byrd 

Hecht 

Quayle 

Chafee 

Heinz 

Riegle 

Chiles 

Hollings 

Rockefeller 

Cochran 

Inouye 

Rudman 

Cohen 

Johr\ston 

Sar  banes 

Cranston 

Kassebaum 

Sasser 

D'Amato 

Kasten 

Simon 

Danforth 

Kennedy 

Simpson 

DeConcini 

Kerry 

Specter 

Denton 

Lautenberg 

Stafford 

Dixon 

Laxalt 

Stennis 

Dodd 

Leahy 

Stevens 

Dole 

Levin 

Thurmond 

Domenici 

Long 

Trible 

Durenberger 

Lugar 

Warner 

Eagleton 

Mathias 

Weicker 

Evans 

Mattingly 
NAYS-U 

Wilson 

Armstrong 

Humphrey 

Symms 

Gramm 

McClure 

Wallop 

Benin 

Proxmire 

Zorinsky 

Helms 

Roth 

NOT  VOTING-2 
Gam  Matsunaga 

So  the  bill  (H.R.  5205)  as  amended, 
was  passed. 

D  1130 

Mr.  ANDREWS.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  bill,  as  amended,  was  passed. 

Mr.  DOLE.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  ANDREWS.  Mr.  President,  I 
move  that  the  Senate  insist  on  its 
amendments  and  request  a  conference 
with  the  House  of  Representatives 
thereon,  and  that  the  Chair  be  author- 
ized to  appoint  conferees  on  the  part 
of  the  Senate. 

The  motion  was  agreed  to,  and  the 
Presiding   Officer   (Mr.   Kastem)   ap- 
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lunce  that 
dr.  Matsu- 

CER.    Are 
the  Cham- 


i  amended, 


>  table  was 


pointed  Mr.  Andrews,  Mr.  CochraiJ, 
Mr.  Abdnor,  Mr.  Kasten,  Mr. 
D'Amato,  Mr.  Hatfield,  Mr.  Chiles, 
Mr.  Stennis,  Mr.  Byrd,  and  Mr.  Lad- 
TENBERG  confcrecs  on  the  part  of  the 
Senate. 

Mr.  DOLE.  Mr.  President,  I  thank 
my  distinguished  subcommittee  chair- 
man. Senator  Andrews,  and  also  Sena- 
tor Chiles  for  their  expeditious  han- 
dling of  the  transportation  appropria- 
tions bill. 

I  must  say  I  was  responsible  for 
some  delay.  They  completed  action  in 
less  than  2  hours.  I  thank  them  for 
their  effort. 


PRODUCT  LIABILITY 

Mr.  DOLE.  Mr.  President,  I  will 
yield  to  the  distinguished  Senator 
from  Alabama  in  just  a  minute.  But  I 
now  would  like  to  turn  to  S.  2760,  Cal- 
endar No.  856,  product  liability. 

I  ask  unanimous  consent  that  the 
Senate  now  turn  to  the  consideration 
of  Calendar  No.  856,  S.  2760,  product 
liability. 

Mr.  ROLLINGS.  I  object. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

Mr.  DOLE.  Mr.  President,  I  will 
move  to  that  later. 

I  would  like  to  yield  now  to  the  dis- 
tinguished Senator  from  Alabama  who 
has  been  trying  to  make  a  statement 
on  the  Rehnquist  nomination  for  some 
time. 


o,  and  the 
ASTEN)  ap- 


NOMINATION  OF         WILLIAM 

HUBBS  REHNQUIST  AS  CHIEF 
JUSTICE  OF  THE  UNITED 
STATES 

Mr.  HEFLIN.  Mr.  President,  as  a 
U.S.  Senator  I  approach  the  advise 
and  consent  responsibility  mandated 
by  the  Constitution  as  a  solemn  duty. 
I  approached  this  nomination  with  an 
open  mind.  I  came  neither  to  praise 
nor  to  condemn.  I  came  not  as  an  ad- 
vocate, as  a  detractor  nor  as  a  blind 
supporter.  I  came  to  endeavor  to  do 
my  duty  fairly  and  justly.  I  came  to 
judge. 

I  look  at  the  position  of  Chief  Jus- 
tice of  the  United  States  and  I  see  a 
position  of  power,  a  position  that 
makes  great  demands  on  an  individual, 
but  one  that  allows  an  individual  to  do 
great  things.  I  see  a  power  that  ex- 
tends over  sovereign  States  and  over 
the  humblest  of  individuals.  But  I  also 
see  a  somewhat  impossible  situation 
for  any  nominee  to  fulfill  this  role.  No 
one  individual  is  equipped  or  capable 
of  being  the  embodiment  of  all  we  see 
in  the  position  of  Chief  Justice  of  the 
United  States. 

That  is  not  to  say  we  strive  for  less 
than  excellence  in  those  we  nominate 
to  sit  on  the  Supreme  Court,  or  in 
those  we  ask  to  lead  that  Court,  but 
that  we  admit  and  acknowledge  that 
our  Supreme  Court  is  made  up  of  indi- 


viduals just  like  you  and  me.  Some 
may  be  smarter,  some  may  be  wiser, 
some  may  be  more  liberal  or  conserva- 
tive, some  may  have  had  better  oppor- 
tunities, some  less,  some  may  be  more 
outspoken,  some  may  be  more  intro- 
spect. But  each  of  the  nine  in  his  or 
her  own  way  are  very  important  to  the 
whole— and  each  brings  to  the  Court 
the  experiences  that  shaped  their 
lives. 

There  are  those  who  fear  that  Jus- 
tice Rehnquist  through  his  legal 
acumen  will  sway  less-entrenched 
members  of  the  Court.  It  was  once 
said  that  "one  man  plus  courage 
equals  a  majority." 

If  confirmed.  Justice  Rehnquist's 
tenure  as  Chief  Justice  will  be  judged 
not  by  his  consensus-building  abilities 
but  rather  by  his  devotion  to  a  fair 
and  just  interpretation  of  the  Consti- 
tution. That  will  be  the  standard  by 
which  all  nine  of  the  members  of  the 
Court  will  be  judged. 

The  next  Chief  Justice  will  lead  the 
Court  and  this  Nation  into  a  new  gen- 
eration. He  will  shape  not  only  our 
future  but  more  importantly,  the 
future  of  our  children.  I  wish  I  could 
predict  what  the  future  holds.  I  do  be- 
lieve, however,  that  times  will  be  diffi- 
cult, and  the  Supreme  Court  in  the 
years  to  come  will  be  faced  once  again 
with  issues  that  permeate  to  the  very 
core  of  individual  beliefs  and  convic- 
tions. 

And  I  look  at  this  Court  and  the  un- 
certainty of  the  times  ahead  and  I 
asked  myself,  if  this  nominee  is 
worthy  of  the  task?  I  have  resolved 
that  question  in  my  own  mind  in  the 
affirmative,  but  the  journey  to  reach 
this  decision  was  far  from  easy. 

I  have  great  respect  for  my  col- 
leagues that  oppose  this  nomination. 
And  the  issues  that  have  been  raised 
have  been  troublesome  to  me.  The 
voter  harassment  issue,  the  failure  of 
Justice  Rehnquist  to  recuse  himself  in 
Laird  versus  Tatum,  the  memorandum 
written  as  a  Supreme  Court  clerk  in 
1953  concerning  Brown  versus  Board 
of  Education,  and  his  alleged  insensi- 
tivity  to  the  rights  and  struggles  of  mi- 
norities, women,  and  disadvantaged 
citizens.  His  opponents  do  not  ques- 
tion his  legal  ability  or,  in  my  opinion, 
his  judicial  temperment. 

D  1240 

But  they  strike  at  the  heart  of  what 
makes  a  judge  judicial— his  fairness 
and  above  all  his  credibility.  If  proven, 
these  allegations  would  not  only  taint 
a  man's  reputation,  they  could  destroy 
it.  And  in  the  process  they  would  chip 
away  at  the  very  foundation  of  the  in- 
stitution itself. 

I  am  not  saying  these  are  not  legiti- 
mate questions.  They  are.  I  am  not 
saying  they  should  not  be  asked.  They 
should.  But  I  am  saying  that  after  lis- 
tening to  the  witnesses,  after  consider- 
ing the  timeframe  in  which  these  inci- 


dents occurred,  I  am  not  persuaded 
that  Justice  Rehnquist  is  unfit  for 
service  as  Chief  Justice  of  the  United 
States. 

I  respect  those  who  testified  in  oppo- 
sition to  Justice  Rehnquist's  nomina- 
tion, for  I  cannot  think  of  a  more  diffi- 
cult position  in  which  to  find  oneself.  I 
believe  the  testimony  was  motivated 
by  nothing  more  than  a  deep  sense  of 
doing  what  each  personally  believed 
was  right.  Most  were  examples  of 
courage  and  commitment. 

In  trying  to  resolve  charges  and  alle- 
gations with  the  answers  of  Justice 
Rehnquist  and  his  witnesses,  it  is  ines- 
capable that  time  is  an  important  ele- 
ment. As  the  years  passed  by,  the 
powers  of  suggestion,  the  dimness  of 
recollections,  the  accuracy  of  identifi- 
cation from  photographs  alone  must 
be  considered  with  other  human  frail- 
ties in  evaluating  events,  documents, 
and  positions. 

But  my  inquiry  did  not  end  in  1960, 
or  1964,  or  1969.  Because  the  story 
does  not  end  there.  There  is  another 
chapter— 15  years  of  service  on  the  Su- 
preme Court  as  an  Associate  Justice. 

We  are  not  talking  about  a  judge 
with  no  judicial  record.  We  can't  be 
blind  to  his  record  as  a  jurist,  scholar, 
and  writer.  Justice  Rehnquist  has 
built  a  judge's  career  that  most  judges 
only  dream  about.  He  has  achieved  a 
reputation  for  integrity  and  honesty 
among  his  colleagues  on  the  bench. 

I  also  read  the  testimony  given  by 
the  American  Bar  Association  to  try 
and  understand  how  people  can  reach 
such  different  conclusions  about  one 
man.  The  ABA  testified  that  they 
interviewed  Justice  Rehnquist's  col- 
leagues on  the  Supreme  Court  and 
that  the  support  for  Justice  Rehnquist 
was  virtually  unanimous.  This  is  ex- 
tremely important  because  I  believe 
there  must  be  a  great  sense  of  family 
among  these  nine  even  though  phi- 
losophies are  divergent  and  strongly 
held.  But  I  cannot  believe  that  if  one 
of  the  members  of  the  Court  felt  that 
elevation  of  William  Hubbs  Rehnquist 
to  be  Chief  Justice  would  be  detrimen- 
tal to  the  institution  itself  that  he  or 
she  would  have  remained  silent.  These 
nine  have  devoted  their  lives  not  just 
to  an  institution  but  to  the  Constitu- 
tion, and  their  commitment  to  that 
oath  is  stronger  than  any  commitment 
to  an  individual. 

There  are  liberals  on  the  Court; 
there  are  conservatives  on  the  Court; 
and  there  are  swing  individuals  on  the 
Court.  Those  swing  individuals  are  the 
important  ones  who  will  make  deci- 
!.ions  in  the  future  and  have  made  de- 
cisions in  the  past. 

But  to  me  the  fact  that  Justice 
Rehnquist  has  earned  the  respect  of 
those  in  the  community  in  which  he 
lives,  the  Supreme  Court  of  the  United 
States,  was  most  persuasive.  Within 
that  community  where  he  has  earned 
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the  respect  for  his  honesty,  for  his  in- 
tegrity, for  his  credibility,  there  are 
those  with  widely  divergent  views. 
There  are  those  who  we  would  say  are 
the  most  liberal  members  of  the 
Court;  there  are  those  who  we  would 
say  are  to  the  far  right  of  the  Court; 
and  we  would  say  there  are  those  who 
are  moderates  and  in  the  middle.  But 
from  the  report  as  given  to  us  by  the 
American  Bar  Association,  which  has 
interviewed  each  of  them,  the  support 
for  Justice  Rehnquist  is  virtually 
unanimous. 

I  am  sure  that  such  respect  is  not 
easily  won  nor  easily  maintained.  He 
has  lived  closely  with  his  peers  for 
nearly  15  years.  No  one  could  fool  or 
mislead  this  group  during  that  time 
with  the  issues  that  have  confronted 
this  group  during  that  period  of  time. 

Today,  we  are  being  asked  to  elevate 
William  Hubbs  Rehnquist  to  the  posi- 
tion of  highest  honor  that  can  be  be- 
stowed on  a  member  of  the  legal  pro- 
fession. 

I  know  that  there  are  those  who 
question  Justice  Rehnquist's  sensitivi- 
ty to  civil  rights  of  minorities  and 
women.  I  do  not  agree  with  every  opin- 
ion of  Justice  Rehnquist.  In  fact,  I 
find  myself  in  disagreement  with 
many.  But  I  do  not  believe  those  opin- 
ions are  so  extreme  as  to  be  unreason- 
able. Every  stream  has  a  right  bank 
and  a  left  bank.  There  is  no  question 
that  Justice  Rehnquist's  views  are 
always  close  to  the  right  boundary  of 
the  stream,  but  they  are  nevertheless 
within  the  mainstream  of  modern  ju- 
dicial thought. 

Chief  Justice  of  the  United  States  is 
an  awesome  responsibility  and  an  awe- 
some obligation.  It  takes  an  individual 
with  broad  shoulders— one  with  a 
strong  backbone,  sensitive  perceptive 
powers,  a  vibrating  heart,  and  coura- 
geous conscience. 

But  an  individual  can  only  shoulder 
so  much  responsibility  without  help 
from  those  he  seeks  to  lead— one  of 
my  colleagues  suggested  that  it  would 
be  better  if  Justice  Rehnquist  re- 
mained one  of  nine  instead  of  "first 
among  equals."  I  would  respectfully 
offer  different  advice.  I  look  at  prov- 
erbs, and  as  I  remember— and  I  am 
paraphrasing— there  is  this  verse 
which  says:  "He  who  would  become 
chief  must  first  learn  to  serve." 

The  Chief  Justice  is  not  really  first 
among  equals.  Maybe  in  his  own  com- 
munity, perhaps  on  the  Court,  but 
really  he  is  one  among  many.  Our 
Government  consists  of  four  branches: 
The  President,  the  Congress,  the 
courts  and  the  forgotten  branch— the 
American  people. 

It  must  never  matter  that  an  individ- 
ual is  black  or  white,  rich  or  poor, 
male  or  female.  Equal  justice  is  only 
Just  if  equally  applied. 

In  the  words  of  a  former  Vice  Presi- 
dent: 


No  man  can  be  fully  free  while  his  neigh- 
bor is  not.  To  go  forward  at  all  is  to  go  for- 
ward together. 

This  means  black  and  white  together,  as 
one  nation,  not  two.  The  laws  have  caught 
up  with  our  conscience.  What  remains  is  to 
give  life  to  what  is  in  the  law:  to  insure,  at 
last,  that  as  all  are  born  equal  in  dignity 
before  God.  all  are  born  equal  in  dignity 
before  man  •  •  *. 

Our  destiny  offers  not  the  cup  of  despair, 
but  the  chalice  of  opportunity.  So  let  us 
seize  it.  not  in  fear,  but  in  gladness  *  •  •  let 
us  go  forward,  firm  in  our  faith,  steadfast  in 
our  purpose,  cautious  of  the  dangers;  but 
sustained  by  our  confidence  in  the  will  of 
God  and  the  promise  of  man. 

Justice  Rehnquist,  let  me  make  a 
few  suggestions.  You  have  had  little 
control,  if  any,  over  your  future 
during  this  confirmation  process.  But 
if  confirmed  only  you  can  control  your 
destiny.  The  position  of  Chief  Justice 
is  one  of  strength  but  it  is  also  one  of 
humility.  In  effect,  you  are  a  servant 
to  many  masters— the  Supreme  Court, 
the  Federal  courts,  the  State  courts, 
and  the  American  public.  Serve  them 
all  well,  all  equally,  all  fairly.  And 
your  legacy  will  not  only  be  compel- 
ling but  complete. 


NOMINATION  OF  JUSTICE  WIL- 
LIAM H.  REHNQUIST  TO  BE 
CHIEF  JUSTICE  OF  THE 
UNITED  STATES 

Mr.  GRASSLEY.  Mr.  President,  the 
consideration  of  a  nominee  to  be  Chief 
Justice  of  the  United  States  is  one  of 
the  most  important  and  solemn  re- 
sponsibilities that  we  as  U.S.  Senators 
take  on.  As  the  "first  among  equals," 
the  Chief  Justice  symbolizes  the  Su- 
preme Court  itself,  and  its  duty  to  pre- 
serve and  protect  our  cherished  Con- 
stitution. By  preserving  and  protecting 
the  Constitution,  the  Supreme  Court 
is  the  ultimate  guardian  of  the  people 
and  the  Republic. 

In  light  of  the  fact  that  today,  Sep- 
tember 17,  we  are  observing  the  I99th 
armiversary  of  the  signing  of  our  Con- 
stitution, it  is  extraordinarily  appro- 
priate, indeed,  to  be  considering  the 
nomination  of  the  Chief  Justice  who 
must  lead  in  preserving  and  protecting 
the  framework  that  binds  our  Nation 
together,  and  sets  us  apart  in  the 
annals  of  history. 

Therefore,  in  considering  and  con- 
firming a  Chief  Justice-designate,  the 
lifeblood,  and  continuing  existence  of 
our  Nation  is  at  stake.  So.  we  have  an 
obligation  to  conduct  an  extremely 
thorough  examination  into  the  capa- 
bilities and  qualifications  of  the  nomi- 
nee. 

The  Judiciary  Committee,  of  which  I 
am  a  member,  has  met  this  obligation 
by  conducting  an  exhaustive  examina- 
tion of  Justice  Rehnquist.  involving 
more  than  40  witnesses  over  a  4-day 
period. 

During  my  examination  of  this 
nominee,  I  considered  whether  Justice 
Rehnquist  had  the  qualities  required 


of  the  most  important  jurist  in  the 
Nation.  For  instance,  is  Justice  Rehn- 
quist a  person  of  integrity?  Is  he  a 
person  of  great  intellectual  capacity 
and  knowledge  of  our  Constitution? 
Will  he  render  his  opinions  based  on 
the  Constitution  and  the  relevant  stat- 
utes—without regard  to  personal  views 
when  those  views  conflict  with  the 
law?  Does  he  possess  an  even  judicial 
temperment  that  resists  judicial  legis- 
lating and  is  not  swayed  by  the  mere 
breeze  of  public  opinion?  And  finally, 
will  he  be  a  true  leader  and  consensus 
builder  on  the  Court  instead  of  one 
who  will  attempt  to  force  his  agenda 
on  the  Court  and  the  Nation? 

After  participating  in  the  hearings, 
there  is  no  doubt  in  my  mind  that  the 
answer  to  all  of  these  questions  is  an 
affirmative  one,  and  that  Justice 
Rehnquist  fulfills  all  of  the  require- 
ments to  be  an  outstanding  Chief  Jus- 
tice of  the  United  States. 

There  are  some  who  have  made  alle- 
gations and  innuendoes  about  Mr. 
Rehnquist  and  his  ability  to  lead  the 
Court.  However,  it  is  important  to  em- 
phasize that  none  of  these  charges  has 
been  proven,  and  they  appear  to  repre- 
sent a  very  calculated,  desperate  at- 
tempt to  undermine  Mr.  Rehnquist  be- 
cause of  his  conservative  judicial  phi- 
losophy. 

The  nominee  certainly  has  the  ini- 
tial burden  of  proving  that  he  is  capa- 
ble of  serving  the  office,  but  when  at- 
tacks are  made  on  the  nominee,  the 
burden  of  proof  switches,  and  those 
who  have  made  such  attacks  must 
prove  they  are  true.  Anyone  who  looks 
beyond  the  mere  charges  will  know 
that  this  burden  has  not  been  met  by 
Justice  Rehnquist's  detractors. 

In  specifically  reviewing  the  allega- 
tions that  Justice  Rehnquist  is  a  racist 
and  is  insensitive  to  women's  rights.  I 
was  particularly  persuaded  by  the  tes- 
timony before  the  Judiciary  Commit- 
tee of  Dr.  James  Freedman,  who  is  the 
president  of  the  University  of  Iowa  at 
Iowa  City,  and  former  dean  of  the 
University  of  Permsylvania  Law 
School.  Dr.  Freedman,  who  is  a  former 
law  clerk  for  Justice  Thurgood  Mar- 
shall, has  also  had  the  opportunity  to 
work  closely  with  Justice  Rehnquist  at 
a  4-week  seminar  in  Europe  whose  stu- 
dents were  men  and  women  of  differ- 
ent nationalities  from  arotmd  the 
world.  Dr.  Freedman  was  able  to  ob- 
serve Justice  Rehnquist's  personal 
interactions  with  others  on  a  daily 
basis.  If  Justice  Rehnquist  harbored 
any  prejudice  toward  women  or  differ- 
ent races,  it  would  have  surely  been 
detectable  as  he  closely  intermingled 
with  others  in  this  situation. 

However,  in  his  testimony  in  support 
of  Justice  Rehnquist,  Dr.  Freedman 
emphasized  that  Justice  Rehnquist 
treated  people  of  all  nationalities  and 
gender  as  equals,  and  that  he  "was  a 
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humane  and  decent  presence"  where- 
ever  he  was  observed. 

In  addition.  Dr.  Freedman  was 
highly  impressed  with  the  fact  that 
Justice  Rehnquist  recognized  the  im- 
portance of  "cultivating  a  private  self 
dedicated  to  the  development  of  his 
powers  of  creativity,  of  humane  under- 
standing, and  of  cultural  apprecia- 
tion." 

I  agree  with  Dr.  Preedman  that 
these  qualities  will  lead  Justice  Rehn- 
quist to  bring  distinction  to  the  office 
of  Chief  Justice,  and  will  assist  him  in 
preserving  and  protecting  the  ideals 
and  principles  our  forefathers  em- 
bodied within  the  Constitution.  I  pray 
that  God  will  be  with  him  as  he  car- 
ries out  this  extraordinarily  difficult 
task  which  I  hope  he  is  able  to  per- 
form as  Chief  Justice  of  the  United 
States. 

NOMINATION  or  WILLIAM  REHNQUIST  TO  BE 
CHIEF  JUSTICE 

Mr.  MATHIAS.  Mr.  President,  -on 
August  14,  I  voted  with  the  majority 
of  the  Judiciary  Committee  to  report 
favorably  to  the  Senate  the  nomina- 
tion of  William  Rehnquist  to  be  Chief 
Justice  of  the  United  States.  Today, 
with  the  benefit  of  a  more  complete 
record  than  that  available  to  the  Judi- 
ciary Committee  on  August  14,  and 
with  the  benefit  of  further  reflection 
on  the  issues  presented  by  this  nomi- 
nation, I  have  decided  that  when  the 
Senate  votes  on  whether  to  confirm 
this  nomination,  I  will  vote  "no." 

Since  the  committee  voted,  several 
memorandums  written  by  the  nominee 
when  he  was  Assistant  Attorney  Gen- 
eral for  the  Office  of  Legal  Counsel 
have  been  made  public.  These  memo- 
randums help  to  underscore  the  point 
that  Justice  Rehnquisfs  views  are  at 
the  periphery  of  the  current  Court.  In 
the  case  of  the  memorandum  on  the 
equal  rights  amendment,  they  provide 
a  glimpse  of  his  views— at  least,  the 
views  he  held  16  years  ago— on  an 
issue  as  to  which  he  had  not  expressed 
a  view  in  his  capacity  as  Associate  Jus- 
tice. But  while  the  publication  of 
these  memorandums  have  not  made  it 
any  easier  for  me  to  support  this  nom- 
ination, they  also  do  not,  by  them- 
selves, provide  any  basis  for  withdraw- 
ing that  support. 

My  decision  is  based  primarily  on  my 
concerns  about  Justice  Rehnquisfs  de- 
cision not  to  recuse  himself  from  con- 
sideration of  the  case  of  Laird  versus 
Tatum  when  it  was  before  the  Su- 
preme Court  in  1972,  and  about  the 
way  in  which  Justice  Rehnquist  has 
explained  that  decision.  This  issue  has 
troubled  me  throughout  the  Senate's 
consideration  of  the  nomination.  After 
the  hearing  ended.  I  submitted  further 
questions  to  Justice  Rehnquist  on  this 
issue.  His  answers  failed  to  put  my 
doubt  to  rest.  I  ask  unanimous  consent 
that  my  written  questions  to  Justice 
Rehnquist  on  this  issue,  and  his  re- 
sponses   to    me,    be    printed    in    the 


Record  at  the  conclusion  of  my  re- 
marks. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
(See  exhibit  1.) 

Mr.  MATHIAS.  The  facts  about  Mr. 
Rehnquisfs  statements  before  a 
Senate  subcommittee  on  the  facts  and 
the  legal  issue  presented  by  Laird 
versus  Tatum  have  long  been  a  matter 
of  public  record.  The  new  ingredient  is 
the  question  of  his  participation  in 
fashioning  the  very  policy  attacked  in 
that  litigation:  The  role  of  military  in- 
telligence operatives  in  conducting 
surveillance  of  organizations  of  Ameri- 
can civilians. 

Justice  Rehnquisfs  answer  to  my 
question  to  him  on  this  subject  is  that 
he  had  no  recollection  of  any  partici- 
pation in  formulating  policy  on  this 
issue.  It  is  plausible  that,  after  17 
eventful  years.  Justice  Rehnquisfs 
present  recollection  on  this  subject  is 
faint.  But  what  is  at  issue  here  is  his 
recollection  when  Laird  versus  Tatum 
was  argued  in  1972,  just  3  years  after 
the  Office  of  Legal  Policy,  which  Mr. 
Rehnquist  headed,  struggled  with  its 
counterpart  in  the  Department  of  the 
Army  over  just  this  question. 

I  also  asked  Justice  Rehnquist  what 
consideration  he  gave  to  his  participa- 
tion in  policymaking  when  he  decided 
not  to  recuse  himself  from  Laird 
versus  Tatum.  He  answered  that  his 
memorandum  opinion  addressed  "all 
considerations  that  in  my  judgment 
bore  on  the  issue  of  recusal."  Since  the 
opinion  is  silent  on  this  question,  I  can 
only  assume  that  Justice  Rehnquist 
concluded  that  his  involvement  in 
fashioning  military  surveillance  policy, 
whether  intimate  or  consequential, 
was  irrelevant  to  whether  or  not  he 
should  sit  on  the  case.  This  conclusion 
is  hard  to  accept. 

I  explored  this  gnawing  question 
with  Prof.  Geoffrey  Hazard  of  Yale 
Law  School,  the  principal  draftsman 
of  the  1972  ABA  Code  of  Judicial 
Ethics,  and  a  nationally  recognized 
expert  on  judicial  ethics.  I  ask  unani- 
mous consent  that  Professor  Hazard's 
letter  to  me  dated  September  8,  1986, 
be  printed  in  the  Record  at  the  con- 
clusion of  my  remarks.  Professor 
Hazard  concludes  that  it  was  "implau- 
sible" that  Assistant  Attorney  General 
Rehnquist  was  not  involved  in  formu- 
lating the  surveillance  policy.  In 
reaching  that  conclusion,  Professor 
Hazard  draws  inferences  that  I  believe 
are  reasonable.  Mr.  Rehnquist  had 
just  received  an  appointment  that 
would  mark  a  very  respectable  culmi- 
nation to  one's  professional  career. 
One  of  the  most  significant  responsi- 
bilities entrusted  to  his  small  office 
was  that  of  negotiating  with  the  Army 
on  behalf  of  the  Justice  Department. 
The  issue,  of  course,  was  of  great  sig- 
nificance. These  factors  suggest  that 
this  was  not  an  assignment  that  one 
would  entirely  delegate,  nor  that  one 


would  soon  forget.  Given  his  familiari- 
ty with  the  case,  he  should  not  have 
addressed  it  when  it  came  before  the 
Court. 

Professor  Hazard  also  noted  that 
Justice  Rehnquist  should  have  been 
sensitive  to  the  fact  that  he  was  a  po- 
tential witness  in  the  discovery  phase 
of  the  case.  Instead,  Justice  Rehn- 
quisfs vote  broke  a  deadlock,  resulting 
in  dismissal  of  the  case,  and  thus  en- 
suring that  there  would  be  no  oppor- 
tunity for  discovery. 

Finally,  Professor  Hazard  discussed 
the  1972  memorandum  opinion  in 
which  Justice  Rehnquist  explained  his 
decision  to  participate  in  the  case.  He 
pointed  out  that  the  memorandum 
opinion  addressed  only  the  facts  of 
public  record.  It  makes  no  reference  to 
his  role  in  developing  military  surveil- 
lance policy,  a  role  that  had  not  yet 
been  made  public. 

Professor  Hazard's  conclusion  on 
this  point  is  strong,  and  bears  quota- 
tion: 

Justice  Rehnquisfs  addressing  the  public- 
ly known  grounds  of  recusal,  but  omitting 
reference  to  the  confidential  ones,  would 
have  been  proper  only  if  he  had  forgotten 
that  this  office  in  the  Justice  Department 
had  handled  the  surveillance  policy  negotia- 
tions and  that  he  himself  was  involved  to  a 
substantial  extent.  If  when  writing  his  opin- 
ion in  Laird  versus  Tatum.  Justice  Rehn- 
quist had  not  forgotten  his  involvement  in 
the  surveillance  policy  ngotiations,  then  his 
opinion  constituted  a  misrepresentation  to 
the  parties  and  to  his  colleagues  on  the  Su- 
preme Court.  In  such  a  matter,  a  lawyer  or 
judge  is  expected  to  give  the  whole  truth. 

The  accusation  that  Justice  Rehn- 
qui-st  was  less  than  candid  with  the  Su- 
preme Court  of  the  United  States— the 
institution  he  has  been  nominated  to 
head— is  a  serious  one,  and  1  am  not 
prepared  to  make  it.  But  I  am  suffi- 
ciently troubled  by  the  real  possibility 
that  he  acted  improperly  in  failing  to 
recuse  himself  from  the  case  of  Laird 
versus  Tatum  that  I  can  no  longer  cast 
my  vote  in  favor  of  his  confirmation  as 
Chief  Justice. 

Exhibit  1 

Justice  Rehn<juist's  Answers  to 

Questions  Submitted  by  Senator  Mathias 

Question.' 

1.  Document  Kl)  transmits  a  draft  memo 
from  the  Secretary  of  Defense  and  Attorney 
General  to  the  President  on  a  plan  for  re- 
sponse to  civil  disturbances. 

A.  What  was  your  personal  role  in  the 
preparation  of  this  document? 

B.  With  particular  regard  to  the  portion 
of  the  document  concerning  civil  disturb- 
ance planning  and  intelligence  operations 
prior  to  outbrea.k.  what  was  your  personal 
role  in  its  preparation? 

C.  What  was  your  role  in  arriving  at  the 
recommendation  contained  in  the  document 
that  (i)  the  FBI  will  be  charged  with  the 
task  of  collecting  raw  intelligence  data  bear- 
ing upon  the  probability  of  a  serious  civil 
disturbance;  (il)  at  the  request  of  the  Attor- 
ney General,  the  Department  of  the  Army, 
through  the  U.S.  Army  Intelligence  Com- 
mand, may  assist  In  this  effort;  and  (HI)  the 
U.S.   Army   Intelligence  Command  should 
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not  ordinarily  be  used  to  collect  intelligence 
of  this  sort? 

D.  In  1974,  Mr.  Robert  Jordan,  General 
Counsel  of  the  Army  during  early  1969,  tes- 
tified before  the  Senate  Judiciary  Commit- 
tee that  the  Department  of  Defense  wanted 
to  "disengage  military  intelligence  organiza- 
tions from  the  collection  of  information 
dealing  with  civil  disturbance  matters,"  and 
that  the  language  (referred  to  above)  au- 
thorizing a  domestic  role  for  military  intelli- 
gence first  appeared  in  the  March  25  draft 
prepared  by  your  office  and  transmitted 
over  your  signature.  Does  this  accord  with 
your  recollection?  If  not,  how  does  your 
recollection  about  the  drafting  of  this  por- 
tion of  the  document  differ? 

E.  At  the  time  that  you  considered  the 
motion  to  recuse  yourself  from  hearing 
Laird  v.  Tatum.  what  consideration,  if  any. 
did  you  give  to  your  participation  in  the 
preparation  of  Document  I(  1 ),  and  in  discus- 
sions leading  up  to  it,  or  in  development  of 
policy  on  domestic  use  of  military  intelli- 
gence, in  considering  whether  or.  not  you 
should  recuse  yourself?  Since  no  reference 
to  this  participation  appeared  in  your 
memorandum,  did  you  conclude  that  it  was 
irrelevant,  or  did  you  omit  reference  to  it 
for  some  other  reason? 

F.  While  you  were  in  the  Justice  Depart- 
ment, what  was  your  knowledge  of.  and 
your  participation  in  the  formulation  of 
policy  on.  use  of  the  miltary  to  conduct  sur- 
veillance of  or  collect  intelligence  concern- 
ing domestic  civilian  activities? 

Answer: 

A.  I  have  no  recollection  of  my  personal 
role  in  the  preparation  of  this  document. 
Prom  the  text  of  the  transmittal  memo  I 
assume  that  the  plan  was  primarily  drafted 
by  staff  members  in  my  office  and  in  the 
Office  of  the  General  Counsel  of  the  Army. 
and  was  reviewed  by  me. 

B.  Answer  same  as  to  A. 

C.  Answer  same  as  to  A. 

D.  I  have  no  recollection  of  how  the  lan- 
guage referred  to  in  question  C  first  ap- 
peared in  the  draft. 

E.  Laird  v.  Tatum  is  a  case  in  which  I 
wrote  a  memorandum  opinion,  explaining 
my  reasons  for  declining  to  recuse  myself. 
The  memorandum  opinion  describes  my  rea- 
soning at  that  time  regarding  all  consider- 
ations that  in  my  judgment  bore  on  the 
issue  of  recusal. 

P.  I  have  no  recollection  of  any  participa- 
tion in  the  formulation  of  policy  on  use  of 
the  military  to  conduct  surveillance  or  col- 
lect intelligence  concerning  domestic  civil- 
ian activities.  I  do  not  think  I  had  any  first- 
hand knowledge  as  to  the  use  of  the  mili- 
tary to  conduct  such  surveillance  or  collect 
intelligence,  though  I  may  have  been 
briefed  with  such  information  as  was  neces- 
sary to  enable  me  to  testify  before  congres- 
sional committees  or  to  publicly  discuss 
legal  questions. 

Yale  Law  School, 
New  Haven,  CT,  September  8.  1986. 
Senator  Charles  Mathias, 
U.S.  Senate,  Senate  Rxissell  Of/ice  Building, 
Washington,  DC 

Dear  Senator  Mathias:  You  have  asked 
my  opinion  at>out  the  propriety  of  the  con- 
duct of  Justice  William  Rehnquist  in  regard 
to  Laird  v.  Tatum. 

The  essential  facts  as  I  have  been  given 
them  are  as  follows:  Laird  v.  Tatum  was  a 
suit  to  enjoin  a  certain  Government  infor- 
mation gathering  and  surveillance  program 
that  was  adopted  in  1969.  The  case  was 
brought  to  the  Supreme  Court  by  the  Gov- 


ernment's appeal  from  a  decision  of  the 
Court  of  Appeals,  which  had  held  that  the 
lawsuit  was  maintainable.  The  effect  of  the 
Court  of  Appeals'  decision  was  that  the 
plaintiffs  could  have  proceeded  to  the  dis- 
covery stage  and  perhaps  then  on  to  the 
merits.  The  Supreme  Court  reversed,  hold- 
ing that  the  plaintiffs'  lacked  standing  and 
hence  that  the  suit  should  be  dismissed 
without  going  into  the  merits.  Justice  Rehn- 
quist participated  in  that  decision  and,  since 
the  decision  was  5-4,  cast  a  vote  necessary  to 
the  result. 

When  Laird  v.  Tatum  came  before  the  Su- 
preme Court,  a  motion  to  recuse  Justice 
Rehnquist  was  filed  by  the  plaintiffs.  They 
argued  that  Justice  Rehnquist  was  disquali- 
fied by  reason  of  his  prior  relationship  to 
the  case,  in  that  he  had  expressed  opinions 
on  issues  in  the  case  and  that  he  had  pre- 
sented the  Justice  Department's  position 
before  a  Senate  Committee  hearing.  Re- 
sponding to  the  motion.  Justice  Rehnquist 
rejected  these  contentions  as  insufficient  to 
require  his  disqualification.  In  doing  so  he 
relied  extensively  on  the  analysis  in  Prank, 
Disqualification  of  Judges:  In  Support  of  the 
Bayh  Bill,  35  Law  &  Contemp.  Prob.  43 
(1970).  which  in  my  opinion  correctly  sum- 
marized the  law  of  disqualification  as  it 
then  stood. 

In  recent  testimony  before  the  Senate 
concerning  his  participation  in  the  transac- 
tion out  of  which  Laird  v.  Tatum  arose.  Jus- 
tice Rehnquist  stated,  "I  have  no  recollec- 
tion of  any  participation  in  the  formulation 
of  policy  on  use  of  the  military  to  conduct 
surveillance  or  collect  intelligence  concern- 
ing domestic  civilian  activities."  Prom  other 
evidence,  chiefly  the  testimony  of  Mr. 
Robert  Jordan.  General  Counsel  of  the 
Army  at  the  time  that  the  surveillance 
policy  was  formulated,  it  appears  that  Mr. 
Rehnquist,  as  he  then  was.  had  a  relation- 
ship to  the  surveillance  program  beyond 
that  disclosed  in  his  opinion  in  Laird  v. 
Tatum  or  revealed  in  his  testimony  before 
the  Senate  last  month.  According  to  this 
evidence,  the  surveillance  policy  was  formu- 
lated in  the  early  months  of  1969.  At  that 
time  Mr.  Rehnquist  was  Assistant  Attorney 
General  in  charge  of  the  Office  of  Legal 
Counsel.  On  behalf  of  the  Justice  Depart- 
ment that  Office  negotiated  with  the  Army 
in  formulating  the  surveillance  policy.  The 
negotiations  were  extensive.  The  circum- 
stances strongly  suggest  that  Mr.  Rehnquist 
was  personally  and  substantially  involved  in 
them.  These  circumstances  are  that  the  sub- 
ject was  highly  important,  the  Office  is 
small  in  size,  and  Mr.  Rehnquist  himself 
sent  a  key  transmittal  memorandum.  The 
negotiations  resulted  in  a  policy  statement 
that  was  then  adopted  by  President  Nixon, 
and  which  in  turn  was  the  basis  of  the  Gov- 
ernment action  complained  of  the  litigation 
in  Laird  v.  Tatum. 

Pirst,  in  my  opinion  Justice  Rehnquist's 
position  as  head  of  the  Office  of  Legal 
Counsel  constituted  grounds  of  disqualifica- 
tion from  participating  in  Laird  v.  Tatum. 
unless  the  significance  of  that  relationship 
were  overcome  by  additional  evidence  show- 
ing that  he  in  fact  was  not  involved  in  the 
matter  while  it  was  in  the  office.  In  a 
matter  of  such  substance  and  complexity  as 
the  surveillance  policy,  it  is  implausible  that 
the  head  of  the  government  law  office  re- 
sponsible for  development  of  its  legal  as- 
pects would  not  be  personally  involved  in 
considerable  detail  concerning  the  facts  and 
issues  going  into  the  policy  and  its  formula- 
tion. On  that  basis,  Mr.  Rehnquist  was  the 
responsible  counsel  in  the  matter  in  ques- 


tion, and  as  well  a  potential  witness  con- 
cerning any  factual  issues  regarding  the 
policy.  Each  of  these  two  relationships  is  in- 
dependently a  ground  for  disqualification. 

A  lawyer  directly  involved  in  a  transaction 
cannot  properly  later  sit  as  a  judge  in  a  case 
in  which  that  transaction  is  in  dispute.  As 
stated  in  the  article  by  Mr.  Frank  which 
Justice  Rehnquist  cited:  "Justices  disqualify 
in  government  cases  when  they  have  been 
directly  involved  in  some  fashion  in  the  par- 
ticular matter,  and  not  otherwise." 

Mr.  Rehnquist's  relationship  to  the  trans- 
action was  essentially  the  same  as  if  he  had 
been  involved  as  legal  counsel  for  the  Inter- 
nal Revenue  Service  in  working  up  a  tax  in- 
vestigating program  and  then  sat  as  judge  in 
a  case  challenging  the  program,  or  while  in 
the  Justice  Department  passed  upon  corpo- 
rate merger  or  electoral  districting  policy 
and  then  sat  in  a  case  involving  the  policy 

In  his  opinion  in  Laird  v.  Tatum.  Justice 
Rehnquist  stated  that  "I  never  participated, 
either  of  record  or  in  any  advisory  capacity 
...  in  the  government's  conduct  of  the  case 
of  Laird  v.  Tatum."  But  that  statement  is  ir- 
relevant if  he  was  counsel  in  the  transaction 
out  of  which  the  case  arose,  a  basis  of  dis- 
qualification that  was  well  recognized  then 
as  now. 

Justice- Rehnquist  appears  also  disquali- 
fied because  he  was  a  potential  witness,  at 
least  at  the  discovery  stage  in  Laird  v. 
Tatum.  In  his  testimony  before  the  Senate, 
he  denied  having  knowledge  of  "evidentiary 
facts."  The  standard  relevant  to  the  ques- 
tion is  not  "evidentiary  facts"  but  facts  re- 
lating to  the  "subject  matter"  of  the  litiga- 
tion. 

Second,  when  the  case  of  Laird  v.  Tatum 
was  before  the  Supreme  Court  it  was  Justice 
Rehnquist's  responsibility  on  his  own  initia- 
tive to  address  and  resolve  all  issues  con- 
cerning his  disqualification.  It  was  not  the 
parties'  responsibility  to  raise  such  matters, 
although  they  had  a  right  to  do  so  if  they 
had  access  to  the  necessary  facts.  In  his 
opinion  in  Laird  v.  Tatus.  Justice  Rehn- 
quist referred,  first,  to  the  fact  that  he  had 
not  been  counsel  in  the  "case,"  i.e.,  the  liti- 
gation that  ensured  after  his  involvement  in 
the  transaction,  and,  second,  to  his  state- 
ments in  public  and  as  spokesman  for  the 
Justice  Department  before  the  Senate. 
Thus.  Justice  Rehnquist  addressed  only  his 
publicly  known  involvements  and  omitted 
any  reference  to  an  involvement,  as  counsel 
in  the  transaction,  that  was  at  least  as  sig- 
nificant but  which  was  not  publicly  known. 
It  was  his  duty  to  resolve  both  the  publicly 
known  possible  bases  of  disqualification  and 
those  arising  from  an  involvement  that  was 
confidential.  Inded,  it  is  even  more  vital  to 
fairnes  in  adjudication  that  a  judge  resolve 
grounds  of  recusal  which  arise  from  confi- 
dential facts,  for  the  parties  ordinarily  are 
helpless  to  raise  such  grounds. 

Justice  Rehnquist's  addressing  the  public- 
ly known  grounds  of  recusal,  but  omitting 
reference  to  the  confidential  ones,  would 
have  been  proper  only  if  he  had  forgotten 
that  his  office  in  the  Justice  E>epartment 
had  handled  the  surveillance  policy  negotia- 
tions and  that  he  himself  was  involved  to  a 
substantial  extent.  If  when  writing  his  opin- 
ion in  Laird  v.  Tatum,  Justice  Rehnquist 
had  not  forgotten  his  involvement  in  the 
surveillance  policy  negotiations,  then  his 
opinion  constituted  a  misrepresentation  to 
the  parties  and  to  his  colleagues  on  the  Su- 
preme Court.  In  such  a  matter,  a  lawyer  or 
judge  is  expected  to  give  the  whole  truth. 

Finally,  Justice  Rehnquist  had  a  duty  of 
candor  to  the  Senate  in  answering  questions 
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concerning  Laird  v.  Tatum.  The  Senate 
hearing  was  an  evidentiary  inquiry  into  his 
qualifications  for  the  office  of  Chief  Justice. 
In  making  statements  before  such  a  tribu- 
nal, whether  sworn  or  not,  a  lawyer  or  judge 
has  an  obligation  to  be  fully  truthful.  Jus- 
tice Rehnquist  complied  with  duty  only  if 
his  statement  is  accepted  that  he  had  "no 
recollection  of  any  participation  in  the  for- 
mulation of  policy  on  the  use  of  the  military 
to  conduct  surveillance."  Whether  that 
statement  should  be  accepted  is  a  matter  of 
judgment.  It  was  made  by  a  lawyer  of  the 
highest  intelligence  concerning  sensitive 
state  policy  over  which  his  office  had  direct 
responsibility  early  in  his  service  in  govern- 
ment, and  about  which  he  had  been  asked 
to  search  his  recollection  on  three  official 
occasions. 

Sincerely, 

GEOFTRiry  C.  Hazard,  Jr. 

D  1250 

Mr.  President,  I  suggest  the  absence 
of  a  quonim. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

D  1300 

Mr.  KASTEN.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  (Mr. 
Danforth).  Without  objection,  it  is  so 
ordered. 


PRODUCT  LIABILITY  REFORM 
ACT 

Mr.  KASTEN.  Mr.  President,  I  move 
to  proceed  to  S.  2760,  the  Product  Li- 
ability Reform  Act. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  on  the  motion 
to  proceed. 

The  PRESIDING  OFFICER.  The 
Senator  from  Wisconsin. 

Mr.  KASTEN.  Mr.  President,  I  am 
recognized  for  the  purpose  of  debate? 

The  PRESIDING  OFFICER.  The 
Senator  from  Wisconsin  is  recognized. 

Mr.  KASTEN.  I  thank  the  Chair. 

Mr.  President,  since  our  Consumer 
Subcommittee  began  hearings  on  this 
issue  5V4  years  ago,  the  product  liabil- 
ity crisis  has  intensified,  and  the  con- 
sensus for  Federal  action  on  this  issue 
is  now  overwhelming. 

Just  a  few  weeks  ago,  the  delegates 
to  the  White  House  Conference  on 
Small  Business  ranked  the  liability 
crisis  as  the  No.  1  problem  for  small 
business  today.  The  delegates,  in  an 
unprecedented  a'^tion,  passed  a  resolu- 
tion calling  on  Congress  to  pass  the 
specific  legislation  under  consideration 
here  today. 

Only  2  weeks  ago,  the  National  Gov- 
ernors' Association  overturned  a  long- 
standing policy  against  Federal  pre- 
emption of  product  liability  laws  and 
voted  to  support  a  Federal  resolution 
to  the  product  liability  crisis. 

Mr.  President,  our  product  liability 
system  has  been  in  need  of  reform  for 
many,  many  years. 


When  I  introduced  the  first  Federal 
product  liability  bill  in  the  Senate  in 
1981,  the  American  people  were  large- 
ly unaware  of  how  severe  the  product 
liability  crisis  had  become. 

Today,  however,  because  of  the  over- 
all liability  crisis,  the  lives  of  everyone 
in  our  society  have  been  adversely  af- 
fected by  our  tort  system.  All  over  the 
country,  the  liability  crisis  is  changing 
the  way  we  live,  and  the  product  liabil- 
ity crisis  is  the  No.  1  problem  for  con- 
sumers in  America. 

Small  businesses  across  the  country 
are  shutting  down  because  they 
cannot  get  liability  insurance  cover- 
age, and  manufacturers  of  everything 
from  football  helmets  to  child-safety 
seats  are  halting  production  because 
of  high  liability  insurance  costs. 

Society  pays  a  high  price  for  this  sit- 
uation. 

A  few  years  ago  there  were  four  U.S. 
companies  manufacturing  a  measles 
vaccine.  Today,  because  of  the  high 
cost  of  liability  insurance,  there  is 
only  one. 

A  Milwaukee  company  has  designed 
a  new  safety  braking  device  for  lawn- 
mowers,  but  they  cannot  afford  to 
market  it.  If  they  did,  their  product  li- 
ability insurance  will  go  from  $18,000 
to  $200,000  a  year.  That  is  their  prod- 
uct liability  insiirance  by  making  a  de- 
cision to  market  a  new  product  which 
would  be  a  safety  product  for  lawn- 
mowers. 

Researchers  at  Stanford  University 
have  pioneered  the  development  of  a 
miraculous  new  artificial  skin,  which 
can  save  the  lives  of  thousands  of  bum 
victims  in  our  country  each  year.  Yet 
they  cannot  get  insurance  for  their 
life-saving  innovation— no  convention- 
al insurance  company  will  touch  them 
because  of  the  product  liability  risks. 

Under  the  current,  crazy  system,  the 
liability  crisis  threatens  to  deprive  us 
of  vaccines,  anesthesiology  equipment, 
and  hundreds  of  other  products  that 
are,  on  balance,  very  good  for  society 
as  a  whole. 

Unless  changes  are  made,  these 
products  will  no  longer  be  available,  or 
they  will  be  available  only  at  a  much 
higher  cost,  or  they  will  be  made  only 
by  foreign  manufacturers  and  thou- 
sands of  American  businesses  and  jobs 
will  be  lost.  A  recent  survey  in  my 
home  State  of  Wisconsin  revealed  that 
a  full  10  percent  of  small  businesses  in 
our  State  must  close  their  doors  if 
something  is  not  done  about  the  cur- 
rent liability  crisis.  This  10  percent  of 
business  was  either  unable  to  get  in- 
surance at  all  or  unable  to  get  insur- 
ance at  affordable  rates. 

That  is  why  I  say  that  the  product 
liability  crisis  is  the  No.  1  consumer 
issue  of  our  times. 

We  have  had  4V2  years  of  hearings 
and  I  think  if  one  point  comes  out  in 
hearing  after  hearing,  testimony  after 
testimony,  there  is  widespread  agree- 
ment that  the  current  system  of  prod- 


uct liability  tort  law  is  a  national  dis- 
grace. The  exorbitant  costs  of  this 
system,  where  more  money  goes  to  the 
attorneys  than  to  injured  victims,  are 
passed  along  to  the  consimier  in  the 
form  of  higher  prices  for  American 
goods.  We  have  reached  the  point 
where  over  one-third  of  the  cost  of  an 
ordinary  stepladder  goes  solely  for  li- 
ability insurance.  The  American 
people  are  fed  up  with  this  hidden  at- 
torney's fee  tax  on  every  product  they 
buy. 

In  addition  to  driving  up  product 
prices  for  consumers,  the  product  li- 
ability explosion  is  closing  businesses, 
destroying  jobs,  crippling  American 
manufacturers'  ability  to  compete 
with  foreigners,  discouraging  product 
innovation  and  improvement,  and  driv- 
ing a  wide  variety  of  good  and  benefi- 
cial products— from  life  saving  vac- 
cines to  football  helmets— off  the 
market. 

The  product  liability  explosion 
threatens  everyone  in  America  who 
uses,  sells,  or  manufacturers  products. 

Most  of  S.  2760  is  the  product  of  an 
overwhelming,  bipartisan  consensus  on 
the  product  liability  issue.  A  core  pro- 
posal, encompassing  most  of  the  key 
aspects  of  S.  2760,  passed  by  a  16-to-l 
vote  in  the  Commerce  Committee. 
Only  one  member  of  our  committee 
still  believes  that  a  Federal  solution  to 
the  product  liability  explosion  is  inap- 
propriate. 

We  achieved  this  consensus  on  such 
complicated  issues  as  the  statute  of 
repose,  the  statute  of  limitations,  a 
uniform  fault  standard  for  product 
sellers,  subrogation  lien  elimination, 
penalties  for  attorneys  who  bring  friv- 
olous suits  and  cause  undue  delays,  pu- 
nitive damage  clarification,  and  provi- 
sions relating  to  admissible  evidence 
and  to  proper  situs  for  claims  arising 
in  foreign  countries. 

All  of  these  provisions  will  provide 
uniformity,  clarity,  and  certainty  in 
the  law  which  will  reduce  transaction 
costs  and  provide  a  fairer  system  for 
product  users,  sellers,  and  manufactur- 
ers. 

I  believe  that  S.  2760  is  a  good, 
sound  bill  which  will  go  a  long  way 
toward  alleviating  the  liability  crisis. 
However,  I  believe  a  return  to  the  con- 
cept of  fault  in  our  tort  law  is  abso- 
lutely essential  to  restore  fairness  and 
predictability  in  the  law. 

D  1310 

Recent  cases  have  held  manufactur- 
ers liable  when  they  were  totally  inno- 
cent. Several  courts  have  held  manu- 
facturers liable  for  failing  to  warn 
about  dangers  which  were  imknowable 
at  the  time.  One  court  held  a  manu- 
facturer liable  where  there  was  no 
injury  to  the  plaintiff— only  a  fear  of 
future  injury.  Other  courts  have  held 
manufacturers  liable  for  injuries  to 
the  plaintiff  where  the  plaintiff  has 
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unreasonably  altered  and  misused  the 
manufacturer's  product. 

Such  decisions  punish  the  innocent 
indiscriminately  with  the  guilty,  and 
thus  make  the  system  useless  for  dis- 
couraging manufacturers  from  making 
defective  products. 

Senator  Logar  and  I  will  offer  a 
short  and  simple  amendment  to  pro- 
vide two  fault-based  defenses  to  pro- 
tect the  truly  irmocent.  Our  amend- 
ment simply  provides  that  a  manufac- 
turer should  not  be  liable  for  harm 
caused  by  defects  which  the  manufac- 
turer could  not  have  known  about  due 
to  the  scientific,  technical,  and  medi- 
cal knowledge  available  at  the  time. 

Further,  our  amendment  provides 
that  a  manufacturer  should  not  be 
liable  for  harm  resulting  from  the  un- 
reasonable alteration  or  misuse  of  the 
manufacturer's  product. 

Mr.  President.  I  strongly  urge  the 
passage  of  S.  2760  along  with  this 
fault-defense  amendment  as  well  as 
Senator  Pressler's  amendment  to 
eliminate  joint  and  several  liability. 
Narrow  special  interests  have  delayed 
a  solution  to  this  crisis  for  too  long. 
Congress  must  act  on  this  urgent  pri- 
ority. 

Mr.  DANPORTH  addressed  the 
Chair. 

Mr. 
Chair. 

The  PRESIDING  OFFICER  (Mr. 
Denton).  The  Senator  from  Missouri 
sought  recognition  first. 

Mr.  DANFORTH.  Mr.  President.  I 
know  the  Senator  from  South  Caroli- 
na wishes  to  speak  and  I  will  not  take 
long  at  all. 

Mr.  President,  I  want  to  congratu- 
late the  Senator  from  Wisconsin  for 
his  intrepid  pursuit  of  the  question  of 
product  liability  reform.  He  has  led 
the  charge  on  this  issue  for  a  number 
of  years.  This  part  year  the  question 
of  product  liability  reform  has  been 
the,  as  far  as  the  chairman  is  con- 
cerned, the  first  priority  of  the  Senate 
Commerce  Committee.  I  do  not  know 
of  anything  we  could  do  to  help  both 
consumers  and  businesses  that 
matches  product  liability  reform. 

In  the  Commerce  Committee  we 
have  spent  days  in  hearings,  days  in 
markups,  days  in  negotiations  among 
members,  trying  to  fashion  a  meaning- 
ful product  liabilty  reform  bill.  We 
.  have  reported  out  of  the  Commerce 
Committee  a  bill  which  is  certainly 
controversial,  but  I  believe  which  is  an 
excellent  piece  of  legislation. 

Mr.  President,  the  present  system  in 
the  United  States  for  resolving  prod- 
*uct  liability  disputes  and  compensat- 
ing those  injured  by  defective  products 
is  costly,  slow,  inequitable,  and  unpre- 
dictable. It  is  a  system  that  hurts  busi- 
nesses and  consumers  as  well  as  our 
competitive  position  in  world  markets. 
Moreover,  the  unpredictability  and  in- 
efficiency of  the  system  have  been 
linked  to  the  increasing  cost  and  un- 


availability of  liability  insurance.  Be- 
cause of  the  serious  burden  on  inter- 
state commerce  created  by  these  prod- 
uct liability  problems.  Federal  legisla- 
tion is  needed. 

Today,  consumers  are  caught  up 
with  manufacturers  and  product  sell- 
ers in  a  product  liability  litigation 
system  that  has  been  characterized  as 
a  legal  lottery,  a  system  in  which  iden- 
tical cases  can  produce  startlingly  dif- 
ferent results.  It  is  a  system  in  which 
those  injured  by  defective  products 
are  often  unable  to  recover  the  dam- 
ages they  deserve  or  must  wait  years 
for  recovery.  Moreover,  injured  victims 
with  the  severest  injuries  tend  to  re- 
ceive far  less  than  their  actual  eco- 
nomic losses,  while  those  with  minor 
injuries  are  overcompensated. 

This  system  is  as  costly  as  it  is  un- 
predictable and  inefficient.  According 
to  the  Rand  Institute  for  Civil  Justice, 
the  annual  transaction  costs  of  the 
tort  system— the  costs  of  litigation  and 
attorneys  fees— are  estimated  to  be  be- 
tween $15  and  $19  billion.  These  costs 
exceed  the  compensation  received  an- 
nually by  plaintiffs  and  they  are 
passed  on  to  consumers  as  an  in- 
creased burden  on  commerce. 

S.  2760,  as  reported,  addresses  these 
problems  by  making  a  number  of  sig- 
nificant reforms  that  are  applicable  in 
all  product  liability  actions  in  State 
and  Federal  courts.  This  bill  has 
evolved  over  the  past  few  years  out  of 
efforts  begun  by  Senator  Kasten,  Sen- 
ator Gorton.  Senator  Dodd.  and 
others.  It  is  a  bill  that  has  been 
shaped  by  the  Commerce  Committee 
during  6  days  of  executive  session. 

The  development  of  this  bill  has 
been  a  long  and  complex  process.  At 
the  beginning  of  this  Congress,  on 
January  3,  1985,  Senator  Kasten  in- 
troduced S.  100.  the  Product  Liability 
Act.  This  bill  would  have  preempted 
State  law  to  impose  uniform  Federal 
rules  and  standards  of  liability  govern- 
ing the  recovery  of  damages  for  inju- 
ries caused  by  defective  products.  This 
bill  was  substantially  the  same  as  S. 
44.  which  had  been  reported  by  the 
committee  during  the  98th  Congress, 
but  which  was  not  considered  by  the 
full  Senate  prior  to  adjournment. 

At  an  executive  session  on  May  16. 
1985.  S.  100  was  defeated  by  an  8-8 
vote.  Prior  to  that  markup.  Senators 
DoDD  and  Gorton  had  introduced 
amendments  in  the  nature  of  a  substi- 
tute to  S.  100.  each  of  which  would 
have  established  alternative  expendit- 
ed  claim  systems  for  limited  recovery 
of  damages  in  product  liability  cases. 
After  S.  100  was  defeated,  the  commit- 
tee held  hearings  on  both  amend- 
ments in  June  1985.  I  then  instructed 
the  Commerce  Conmiittee  staff  to 
draft  a  proposal  that  combined  ele- 
ments of  all  these  measures,  and  this 
proposal  was  eventually  introduced  as 
S.  1999  in  December. 
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S.  1999  would  have  combined  an  al- 
ternative compensation  system  with 
uniform  Federal  standards,  providing 
faster  compensation  for  injured  vic- 
tims and  greater  predictability  for 
manufacturers.  However,  S.  1999  did 
not  receive  the  level  of  support  that  I 
had  hoped  for.  Manufacturers  were 
concerned  about  the  costs  of  the  com- 
pensation system,  while  consumers 
feared  that  the  uniform  standards 
would  make  it  more  difficult  for  in- 
jured victims  to  recover.  Both  groups 
were  concerned  that  the  liability 
standard  for  the  alternative  compensa- 
tion system  was  overly  complex  and 
would  lead  to  costly  litigation.  All 
agreed,  however,  that  the  present 
system  is  deeply  flawed  and  reform  is 
badly  needed.  While  I  still  believe  that 
S.  1999  is  a  sound  and  fair  proposal,  I 
directed  the  staff  to  draft  a  new  pro- 
posal that  would  address  these  con- 
cerns. 

S.  2760  dispenses  with  the  complex 
liability  standard  of  S.  1999.  Instead,  it 
creates  incentives  for  manufacturers 
to  assume  limited  liability  in  product 
liability  cases,  and  thus  to  resolve  such 
cases  quickly.  The  idea  is  to  reduce  the 
system's  high  transaction  costs,  which 
presently  exceed  the  compensation 
that  is  received  by  victims.  Because  of 
the  political  opposition  that  negli- 
gence-based liability  standards  have 
produced  in  the  past,  S.  2760  does  not 
include  such  standards.  This  bill  will 
not  make  it  more  difficult  for  victims 
of  defective  products  to  recover  for  in- 
juries caused  by  those  products. 

This  is  not  a  perfect  bill,  but  it  is  a 
bill  that  addresses  the  common  inter- 
ests of  manufacturers,  product  sellers, 
and  those  injured  by  defective  prod- 
ucts. It  does  so  by  reducing  transac- 
tion costs  and  providing  greater  pre- 
dictability and  certainty  as  to  the 
rights  and  responsibilities  of  all  those 
involved  in  product  liability  disputes. 

This  measure's  reforms  of  the  prod- 
uct liability  system  include  a  new,  ex- 
pedited settlement  system  that  would 
create  incentives  for  both  plaintiffs 
and  defendants  to  settle  product  liabil- 
ity disputes  quickly  in  the  initial 
stages  of  litigation.  This  settlement 
system  provides  greater  certainty  that 
those  injured  by  defective  products 
Afill  be  made  whole  for  their  actual 
losses  without  the  excessive  costs  and 
delays  of  litigation. 

In  addition,  S.  2760  modifies  the  doc- 
trine of  joint  and  several  liability  in 
product  liability  cases.  It  eliminates 
joint  and  several  liability  for  so-called 
noneconomic  damages— damages  for 
pain  and  suffering.  This  provision  was 
presented  to  the  Commerce  Commit- 
tee as  an  amendment  by  Senator  Pres- 
SLER.  It  is  consistent  with  the  ap- 
proach adopted  recently  by  the  voters 
of  California  in  a  State  referendum. 

The  basic  policy  underlying  this  sec- 
tion is  to  address  inequitable  applica- 
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tion  of  the  doctrine  of  joint  and  sever- 
al liability  that  makes  one  defendant 
pay  for  the  misconduct  of  another. 
This  provision  is  a  compromise.  It 
takes  a  balanced  approach  to  the  prob- 
lem by  limiting  application  of  joint 
and  several  liability  to  situations 
where  it  is  defensible  on  public  policy 
grounds— where  a  person's  economic 
loss  might  otherwise  be  uncompensat- 
ed. This  distinction  between  economic 
and  noneconomic  loss  is  consistent 
with  the  underlying  policy  of  joint  and 
several  liability  to  make  the  injured 
party  whole.  It  does  not  preclude  the 
claimant  from  being  made  whole  for 
actual  losses,  while  limiting  a  defend- 
ant's liability  for  noneconomic  losses 
to  that  portion  for  which  the  defend- 
ant is  responsible. 

With  respect  to  punitive  damages, 
the  bill  establishes  a  higher  burden  of 
proof  and  a  uniform  standard  of  liabil- 
ity; it  requires  clear  and  convincing 
evidence  that  the  harm  suffered  was 
the  result  of  conduct  manifesting  a 
conscious,  flagrant  indifference  to  the 
safety  of  persons  who  might  be 
harmed  by  a  product.  Moreover,  this 
measure  contains  a  Government 
standards  defense  that  bars  the  impo- 
sition of  punitive  damage  awards  in 
cases  involving  drugs  or  aircraft  when 
these  products  have  been  subjected  to 
premarket  approval  by  the  appropri- 
ate Federal  agency. 

S.  2760  also  imposes  a  uniform  liabil- 
ity standard  for  product  sellers  who 
are  not  manufacturers.  Moreover,  it 
provides  that  any  damages  awarded  in 
a  product  liability  action  shall  be  re- 
duced by  any  workers'  compensation 
benefits  recoverable  by  the  plaintiff 
for  the  same  harm,  and  it  significantly 
reduces  transaction  costs  in  such  cases 
by  eliminating  the  employer's  subroga- 
tion lien.  These  are  important  re- 
forms. 

This  measure  establishes,  as  well, 
uniform  statutes  of  limitations  and 
repose  for  product  liability  actions.  It 
establishes  a  rule  barring  recovery  in 
product  liability  actions  by  plaintiffs 
who  are  legally  intoxicated  and  more 
than  50  percent  responsible  for  their 
harm.  In  addition,  it  establishes  sanc- 
tions to  be  imposed  by  courts  on  attor- 
neys who  file  frivolous  lawsuits  or 
delay  litigation  without  good  cause. 

Other  reforms  in  S.  2760  include  a 
forum  non  conveniens  rule  that  cre- 
ates a  presumption  that  when  a  for- 
eign plaintiff  suffers  a  product-related 
injury  overseas,  that  claim  should  be 
brought  overseas.  This  bill  establishes 
uniform  rules  as  to  admissible  evi- 
dence, and  limits  the  use  of  evidence 
of  subsequent  remedial  measures 
taken  by  manufacturers  after  harm 
has  occurred. 

This  bill  also  imposes  penalties  for 
the  destruction  or  concealment  of  ma- 
terial relevant  to  product  liability  ac- 
tions. It  requires  the  Secretary  of 
Commerce  to  provide  Congress  with 


an  annual  report  analyzing  the  impact 
of  this  legislation  on  product  liability 
insurance. 

I  believe  that  this  is  a  fair  and  bal- 
anced bill  that  effectively  addresses 
the  product  liability  problem.  It  ad- 
dresses the  dissatisfaction  of  both 
manufacturers  and  consumers  with 
the  present  product  liability  system. 

Manufacturers  face  rising  legal  de- 
fense costs,  and  cannot  predict  the 
scope  of  their  liability.  Excessive  man- 
agement time  is  diverted  from  produc- 
tion to  assessment  of  legal  claims,  and 
the  uncertainties  of  the  system  deter 
the  development  of  new  products  or 
product  settlements  that  are  linked  to 
net  economic  loss,  thus  reducing  both 
uncertainty  and  transaction  costs.  The 
workers'  compensation  subrogation 
reform  will  also  reduce  transaction 
costs.  Frivolous  claims  will  be  discour- 
aged by  provisions  that  impose  sanc- 
tions on  attorneys  who  bring  such 
claims.  The  reforms  of  joint  and  sever- 
al liability,  forum  non  conveniens, 
product  seller  liability,  and  punitive 
damage  standards  will  increase  pre- 
dictability and  fairness. 

Consumers  suffer  under  the  present 
system  as  much  as  manufacturers  do. 
Not  only  does  the  present  system  force 
injured  victims  to  endure  excessive 
costs  and  delays;  ii  is  unable  to  com- 
pensate them  in  proportion  to  their 
losses.  Numerous  studies  have  found 
that  the  tort  system  grossly  overpays 
people  with  small  losses,  while  under- 
paying those  with  the  most  serious 
losses.  In  contrast,  the  expedited  set- 
tlement procedures  of  S.  2760  would 
ensure  that  victims  are  fully  compen- 
sated for  all  their  losses.  Not  only 
would  they  be  compensated  for  their 
lost  earnings  and  medical  expenses,  as 
these  losses  are  incurred,  but  they 
would  also  receive  full  rehabilitation 
costs.  These  costs  would  be  paid  in  full 
by  the  manufacturer,  regardless  of 
whether  the  claimant's  own  careless- 
ness was  a  partial  cause  of  his  injuries. 
And  this  compensation  would  be  avail- 
able within  a  few  months  after  the 
filing  of  the  complaint,  in  contrast  to 
the  present  system  in  which  claims 
take  many  years  to  resolve. 

Thus,  bOih  manufacturers  and  con- 
sumers will  benefit  from  this  legisla- 
tion. 

I  recognize,  however,  that  there  is  at 
least  one  element  of  this  measure  that 
has  generated  a  great  deal  of  contro- 
versy and  that  is  the  expedited  settle- 
ment system's  $250,000  cap  on  pain 
and  suffering  awards  that  limits  a  de- 
fendant's liability  when  a  valid  settle- 
ment offer  is  rejected.  I  also  recognize 
that  if  this  cap  had  been  removed 
from  the  bill  the  Commerce  Commit- 
tee probably  would  have  approved  this 
measure  by  a  margin  greater  than  the 
10-7  vote  to  report  the  bill. 

I  would  like  to  explain  in  greater 
detail  the  rationale  for  this  limitation 
on  pain  and  suffering  awards,  which  is 


imposed  as  an  incentive  for  settlement 
in  the  most  serious  cases— those  in- 
volving disfigurement,  and  loss  of  life, 
limb,  or  bodily  function.  This  cap  is  in- 
tended as  an  incentive  for  defendants 
in  such  cases  to  offer  payment  of  all  of 
an  injured  person's  actual  economic 
losses  that  are  not  reimbursed  by 
other  sources,  plus  $100,000  for  pain 
and  suffering.  'This  cap  only  applies  if 
there  is  such  an  offer  and  it  is  rejected 
by  the  plaintiff.  It  is  not  an  across-the- 
board  limitation  on  recovery  for  pain 
and  suffering  in  all  product  liability 
cases. 

S.  2760  also  imposes  a  cap  on  pain 
and  suffering  when  an  offer  to  pay 
actual  economic  losses  is  rejected  in 
those  cases  involving  less  serious  inju- 
ries. This  cap  is  the  lesser  of  two  times 
the  injured  party's  economic  loss  or 
$50,000.  Although  such  cases  make  up 
the  overwhelming  majority  of  product 
liability  disputes,  this  $50,000  cap  does 
not  seem  to  be  a  major  concern.  It  is 
the  $250,000  limitation  on  pain  and 
suffering  recovery  in  the  most  serious 
cases  that  has  provoked  the  most  con- 
troversy. Several  members  of  the  Com- 
merce Committee,  including  Senator 
Inouye  and  Senator  Stevens,  have  ex- 
pressed great  concern  about  this  cap 
on  pain  and  suffering  in  cases  involv- 
ing severely  injured  persons. 

This  is  an  extremely  volatile  and 
emotional  issue.  But  it  is  important  to 
note  that  the  $250,000  cap  is  not 
merely  a  relief  measure  for  manufac- 
turers as  some  have  suggested.  The 
issue  here  is  not  the  size  of  pain  and 
suffering  awards  or  how  such  awards 
have  grown.  The  issue  is  how  to  pro- 
vide swifter,  more  certain  recovery  for 
the  seriously  injured  person,  because 
the  data  shows  that  recovery  in  the 
average  product  liability  case  is  de- 
layed for  years  and  that  the  tort 
system  grossly  overpays  people  with 
small  losses,  while  underpaying  people 
with  the  most  serious  los.ses. 

How,  then,  does  a  $250,000  cap  help 
such  people  who  are  grossly  under- 
compensated. It  helps  them  because 
such  a  limitation  on  liability  reduces 
the  unpredictability  of  the  litigation 
system  and  is  a  compelling  incentive 
for  defendants  to  offer  to  pay  the  in- 
jured person's  actual  losses,  as  they 
are  incurred,  plus  an  additional 
$100,000,  and  to  do  so  in  the  initial 
stage  of  litigation— not  5  years  down 
the  road,  when  the  average  product  li- 
ability claim  is  paid. 

During  committee  consideration  of 
this  proposal.  Senator  Inouye  elo- 
quently described  the  plight  of  many 
of  those  who  have  been  severely  in- 
jured and  who  are  burdened  by  pain 
and  suffering  for  the  rest  of  their 
lives.  Some  of  them  are  able  to  recover 
their  economic  losses  and  to  receive 
some  payment  for  their  pain  and  suf- 
fering. But  it  is  important  to  remem- 
ber that  many  of  these  seriously  in- 
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jured  parties  may  recover  nothing  at 
all  because  of  the  uncertainties  of  liti- 
gation. They  face  a  legal  system  that 
has  been  compared  to  a  lottery  in 
which  similar  cases  can  produce  vastly 
different  results.  And  they  also  face, 
years  of  delay  and  the  costs  of  pro- 
tracted litigation.  As  a  consequence, 
victims  with  the  worst  injuies,  facing 
the  greatest  economic  hardships  often 
settle  for  far  less  than  their  full  losses 
to  meet  pressing  financial  needs. 

The  purpose  of  the  $250,000  cap  is  to 
give  these  severely  injured  persons 
greater  certainty  of  being  paid  in  full 
for  their  out-of-pocket  losses  along 
with  an  additional  $100,000.  It  is  not  a 
mean-spirited  idea  to  deprive  the  in- 
jured of  just  recompense  but  a  trade- 
off of  predictablility  for  defendants 
for  certainty  of  recovery  for  those  who 
have  been  injured. 

Those  injured  by  defective  products 
seek  full,  swift,  and  more  certain 
recovery.  Manufacturers  and  product 
sellers  seek  greater  certainty  as  to  the 
scope  of  their  liability.  Manufacturers, 
product  sellers,  and  consumers  seek  to 
reduce  the  excessive  transaction  costs 
of  product  liability  disputes.  The  set- 
tlement system  in  the  bill,  with  its  lim- 
itations on  liability  is  intended  to  ad- 
dress these  concerns.  I  believe  that 
one  of  the  most  important  compo- 
nents of  a  meaningful  product  liability 
bill  is  such  a  system  for  fairly  compen- 
sating victims  without  forcing  them 
through  the  long  and  costly  ordeal  or 
protracted  litigation. 

Mr.  President,  I  do  not  believe  that 
the  so-called  $250,000  cap  should  block 
Senate  consideration  of  this  important 
legislation.  I  remain  flexible  on  this 
issue  and  it  is  time  for  the  Senate  to 
act  on  this  measure  and  to  consider  al- 
ternatives to  the  $250,000  limitation 
on  noneconomic  loss. 

Mr.  President,  I  want  to  say  just  one 
additional  word  about  by  far  the  most 
controversial  aspect  of  product  liabil- 
ity reform,  and  that  is  the  question  of 
whether  there  should  be  a  cap  on  re- 
covery for  pain  and  suffering.  It  is 
controversial.  It  is  emotional.  People 
argue  that  there  should  be  no  cap, 
particularly  for  serious  injuries,  no  cap 
on  pain  and  suffering  awards. 

I  want  to  explain  very  briefly  the 
reason  why  the  Commerce  Committee 
adopted  the  concept  of  caps.  The  prob- 
lem today  is  not  that  people  who  are 
seriously  injured  recover  too  little  or 
too  much,  but  rather  that  so  often 
they  do  not  recover  at  all.  Their  cases 
drag  on  in  court  year  after  year  after 
year.  The  more  severe  the  injury,  the 
longer  the  litigation. 

The  tort  system  has  been  correctly 
called  the  lottery  system.  You  enter 
the  lottery  and  you  see  what  happens. 
The  more  severe  the  injury,  the  longer 
the  lottery  seems  to  go  on.  Defend- 
ants, through  their  lawyers,  delay,  and 
finally  a  plaintiff,  who  has  really  been 
seriously  injured  and  who  has  severe 


financial  difficulties  going  along  with 
the  injury,  is  forced  to  settle  rather 
than  keep  the  thing  going  on  forever. 

The  evidence  is  that  in  this  country 
we  are  now  paying  more  to  lawyers 
and  for  court  costs  than  is  going  to 
plaintiffs  in  product  liability  cases. 
The  system  today  is  terrible.  It  is  a  dis- 
grace to  the  country. 

The  reason  for  the  caps  is  very 
simple.  What  we  attempted  to  fashion 
in  the  Commerce  Conmiittee  is  an  in- 
centive system  so  that  both  plaintiffs 
and  defendants  would  believe  that  it 
was  in  their  interests  to  settle  out  of 
court,  short  of  full-fledged  litigation. 

So  we  developed  a  system  which  at- 
tempted to  provide  meaningful  eco- 
nomic incentives  for  settlement.  In  the 
case  of  a  plaintiff  who  is  willing  to 
settle  and  the  defendant  rejects  the 
settlement  effort  and  the  plaintiff  pre- 
vails, we  would  have  the  defendant 
pay  the  attorneys'  fees  of  the  plaintiff. 
But  in  the  case  of  the  defendant, 
where  the  plaintiff  often  is  financially 
unable  to  pay  the  attorneys'  fees  even 
if  he  wanted  to  do  so,  we  could  not 
come  up  with  a  better  incentive  for 
settlement  than  to  say,  in  effect,  to 
the  defendant:  If  you  want  to  cap  your 
exposure,  make  an  offer  of  settlement 
for  net  economic  losses,  the  real  out- 
of-pocket  economic  losses,  plus,  in  seri- 
ous cases,  a  limited  but  set  ascertain- 
able amount  for  pain  and  suffering. 

That  was  the  concept  of  the  cap. 
The  concept  of  the  cap  was  not  that 
we  wanted  to  be  mean-spirited  toward 
plaintiffs.  The  concept  of  the  cap  was 
that  there  has  to  be  some  incentive 
program  to  make  it  worth  the  while  of 
the  defendant  to  pay  and  pay  quickly 
without  dragging  the  case  on  year 
after  year  after  year. 

Mr.  President,  repeatedly  in  the 
Commerce  Committee  I  made  a  state- 
ment which  I  will  make  again  right 
now.  I  put  a  lot  of  time  in  on  this  bill, 
as  has  Senator  Kasten.  But  this  bill  is 
not  written  in  concrete.  The  idea  of  a 
cap  is  not,  as  far  as  this  Senator  is  con- 
cerned, written  in  concrete.  It  is  not 
set  for  all  times.  No  one  could  be  more 
flexible  than  I  am  about  the  final 
design  of  this  bill. 

I  will  only  say  this:  unless  there  is  a 
meaningful  incentive,  an  economic  in- 
centive, to  settle  the  case  short  of  full- 
fledged  litigation,  there  is  no  meaning- 
ful product  liability  reform,  in  my 
opinion.  I  cannot  think,  and  have  not 
been  able  to  think,  myself,  of  a  mean- 
ingful incentive  for  settlement  that 
did  not  include  a  cap.  I  do  not  think 
the  issue  is  whether  plaintiffs  are  get- 
ting too  little  under  a  system  with 
caps  on  pain  and  suffering.  I  think  the 
question  is  whether  they  are  going  to 
get  anything  at  all,  especially  in  seri- 
ous cases. 

I  repeat:  A  situation  which  gives  law- 
yers and  courts  more  than  it  gives 
plaintiffs,  which  is  the  present  system, 
is  a  disgrace  to  our  country.  It  does 


not  serve  the  purpose  of  the  consum- 
ers. In  fact,  it  increases  the  costs  of 
the  products  they  buy.  It  does  not 
serve  the  purpose  of  American  busi- 
ness, which  is  attempting  to  be  com- 
petitive in  international  markets,  to 
drive  up  their  costs  by  an  absolutely 
unpredictable  court  system  which  we 
have  now. 

This  country  cries  out  for  tort 
reform.  If  people  do  not  like  the  spe- 
cifics of  the  bill  before  us,  offer 
amendments.  We  will  work  them  out. 
We  will  do  our  best  to  work  with 
people  who  have  problems  with  this 
bill. 

But  after  a  year  of  effort  in  the 
Commerce  Committee,  let  us  not  let 
the  moment  pass.  So  often  in  the  Con- 
gress we  seem  to  be  spinning  our 
wheels,  going  on  and  on  and  on,  fine 
tuning  legislation  that  seems  to  be 
going  nowhere.  Here  is  our  opportuni- 
ty to  respond  to  the  needs  of  the 
people  of  our  country. 

When  the  White  House  conference 
on  small  business  met,  it  said  this  is 
the  No.  1  issue,  as  far  as  small  business 
is  concerned  in  the  United  States.  Let 
us  heed  that  cry  for  help.  We  can  do  it 
now. 

Again,  I  congratulate  the  Senator 
from  Wisconsin  for  his  leadership. 

n  1320 

Mr.  HOLLINGS.  Mr.  President,  I 
was  on  the  floor,  while  the  distin- 
guished Senator  from  Wisconsin  was 
presiding,  and  while  we  were  awaiting 
the  attendance  of  the  distinguished 
Senator  from  Missouri.  But  be  that  as 
it  may. 

Let  me  say  this:  It  is  a  disgrace  for 
the  U.S.  Senate  to  give  dignity  and 
prestige  to  this  fraudulent  and  deceit- 
ful assault  upon  our  tort  system,  upon 
our  system  of  federalism  in  this  coun- 
try, so  that  politically,  we  can  say  we 
have  done  something.  The  truth  is, 
over  a  4y2-year  period,  we  have  found 
no  basis  in  fact  for  this  particular  bill 
on  the  floor  today. 

Here  is  an  administration  that  start- 
ed off  on  federalism,  we  were  going  to 
send  back  government  to  the  cities 
and  the  counties  and  we  were  going  to 
send  it  back  to  the  States.  These  enti- 
ties are  closest  to  the  people,  and 
better  able  to  handle  these  particular 
problems.  It  is  ironic  that  the  adminis- 
tration that  was  going  to  start  the 
trend  for  federalism  now  is  going  to 
take  over  an  area  of  common  and  stat- 
utory law,  which  has  been  the  respon- 
sibility of  the  50  States  for  some  200 
years.  Over  the  years,  the  courts  have 
generally  acted  in  a  wise  and  a  deliber- 
ate, temperate  and  responsive  fashion. 

I  happen  to  believe  the  jury  system 
is  working.  I  happen  to  believe  the 
States  have  been  facing  up  to  their  re- 
sponsibilities on  this.  I  do  not  believe 
the  fallacy  of  a  so-called  lawsuit  crisis. 
But  politically,  I  understand  that  pro- 
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ponents  try  to  keep  this  legislation  in 
front  and  center  as  if  they  are  doing 
something  for  the  businesses  and  the 
consumers  of  America.  The  truth  of 
the  matter  is,  if  they  ever  federalized 
the  tort  law,  businesses  would  soon  be 
penalized. 

American  business  might  have  a 
more  conservative  U.S.  Senate  here 
today.  I  have  been  here  during  the  ma- 
jority of  my  years  with  a  far  more  lib- 
eral body.  Federalize,  if  you  will,  prod- 
uct liability.  Ultimately,  however,  you 
may  then  see  a  system  where  if  some- 
body stumbles  coming  down  these 
raised  sections  of  the  Senate  floor  and 
falls  on  the  ground,  this  person  will 
walk  over  to  the  window  and  get  his 
money. 

I  have  been  on  both  plaintiffs'  and 
defendants'  side  of  this  particular 
question  as  a  practitioner  and  this  ex- 
perience prompts  me  to  say.  "forgive 
them,  for  they  know  not  what  they 
do.  "  More  and  more  business  leaders 
have  come  around  to  understanding 
that  there  is  no  lawsuit  crisis.  For  ex- 
ample, there  is  no  large  increase  in 
numbers  of  suits  or  verdicts  in  my 
State.  I  have  put  that  in  the  Record. 
That  is  before  the  Commerce  Commit- 
tee. There  are  no  runaway  juries.  And 
in  a  very  dramatic  sense,  we  have  seen 
over  the  years  the  good  of  product  li- 
ability law  as  it  provides  an  incentive 
for  manufacturers  to  make  a  safer 
product. 

We  do  need  this  additional  incentive 
for  safety  because  businesses  do  some- 
times make  decisions  to  the  detriment 
of  product  safety  for  the  wrong  rea- 
sons. Unfortunately,  Mr.  President, 
this  was  demonstrated  on  national  TV 
in  the  Challenger  disaster.  There  was 
an  O-ring  defect,  a  product  liability 
defect.  They  knew  about  it  and  stud- 
ied it  for  a  year  ahead  of  time.  They 
had  meetings  over  this  product  defect; 
but  when  they  got  down  to  the  wire, 
what  did  business  say?  Business  said, 
this  is  not  a  decision  for  engineers; 
this  is  not  a  decision  for  technicians; 
this  is  not  a  decision  for  safety.  This  is 
a  management  or  business  decision. 
And  as  a  result,  we  have  seven  de- 
ceased astronauts,  right  on  your  na- 
tional TV. 

If  safety  is  not  a  predominant  issue 
there,  what  priority  will  be  given  to 
safety  in  the  manufacturing  of  prod- 
ucts in  America  when  businesses  sepa- 
rate between  engineering  and  safety 
and  looking  out  for  the  consuming 
public  on  the  one  hand  and  making  a 
profit,  making  it  a  business  decision, 
on  the  other  hand?  You  see  how  cal- 
lous they  may  be. 

The  tort  system  has  worked  in  this 
country.  We  can  give  example  after 
example  where  the  trial  courts  of 
America  have  eliminated  punitive 
damages  or  otherwise  cut  the  actual 
verdict  or  required  a  new  trial  where 
original  verdicts  were  too  high.  That 


has  been  a  part  of  the  common  and 
statutory  law  for  200  years. 

Now  comes  this  administration  and 
this  Government  in  Washington  that 
cannot  promulgate  an  arms  control 
policy;  they  cannot  provide  for  the  na- 
tional defense;  they  have  a  one-vote 
margin  to  try  to  get  through  a  strate- 
gic defense  initiative;  they  do  not 
know  what  their  policy  is  on  apartheid 
in  South  Africa  and  fundamental 
moral  questions,  they  cannot  make  ar- 
rests without  having  to  give  hostages. 
Here  is  a  government  that  cannot  reg- 
ulate foreign  commerce.  The  trade 
deficit  goes  up,  up  and  away.  Article  I, 
section  8  of  the  Constitution  says  reg- 
ulate foreign  commerce.  This  adminis- 
tration cannot  regulate  it. 

Here  is  a  government  that  is  an 
addict  on  the  drug  of  deficit  spending. 
This  is  a  crowd  that  cannot  pay  their 
bills.  They  cannot  perform  their  re- 
sponsibilities. The  Goverrunent  is 
going  broke.  The  President  talks  in 
the  morning  paper  of  drawing  a  line  in 
the  concrete,  saying"  the  Government 
will  close  down,  while  we  cannot  fun- 
damentally respond  to  our  constitu- 
tional charges. 

We  pretend  to  know  what  is  going 
on  in  the  States.  For  one  thing,  it  is 
almost  like  Carter's  malaise.  He  went 
up  to  the  mountain  when  he  had  diffi- 
culty administering  the  Government 
and  acting  as  President,  and  he  found 
that  the  country  was  at  fault,  there 
was  a  lot  of  malaise. 

Now,  when  we  are  facing  another 
election  in  60  days,  and  how  do  we 
react?  We  find  that  the  people  of  the 
country  are  on  drugs.  Not  us.  Oh,  no. 
But  the  people  need  education,  they 
need  treatment  centers,  they  need 
death  sentences,  they  need  the  Army 
and  the  Navy,  they  need  surveillance, 
they  need  everything.  But  not  us.  We 
are  the  biggest  drug  addicts  I  have 
ever  seen,  because  we  cannot  pay  our 
bills  on  that  old  drug  of  deficit  spend- 
ing. Now  we  are  about  to  come  here, 
after  4'/2  years,  knowing  that  they 
have  not  proved  the  case,  and  they 
come  around  here  with  a  monkeyshine 
bill. 

They  come  here  based  on  a  bunch  of 
fallacies:  We  are  going  to  take  over  the 
State  responsibilities  over  the  objec- 
tion of  the  Association  of  State  Su- 
preme Court  Justices;  over  the  objec- 
tions of  the  Association  of  State  Attor- 
neys General;  over  the  objections  of 
the  National  Conference  of  State  Leg- 
islatures; over  the  objections  of  the 
American  Bar  Association,  and  bring 
to  the  floor  a  bill  that  the  lawyers  on 
the  Judiciary  Committee  have  yet  to 
report  on.  It  is  a  bum's  rush  for  profits 
and  money  and  will  not  result  in  re- 
duced insurance  premiums. 

I  am  going  to  stand  in  the  well  and 
make  sure  that  it  does  not  happen.  We 
can  stand  here  until  November  4.  I 
take  it  we  will  take  a  day  off  to  try  to 
maintain  our  jobs,  but  I  am  willing  to 


stand  here  beyond  that  to  make  abso- 
lutely certain  that  this  fraud  and 
deceit  does  not  carry  forward. 

I  will  go  into  the  various  fallacies  of 
the  insurance  crisis  and  the  litigation 
explosion  very  briefly,  Mr.  President, 
in  that  I  understand  that  under  the 
rule,  we  are  going  to  have  to  return  to 
the  Rehnquist  nomination.  I  have  yet 
to  really  get  into  any  part  of  this. 

The  property  casualty  insurance  in- 
dustry in  the  past  2  years  has  suffered 
significant  underwriting  losses.  That  is 
what  the  administration's  tort  policy 
working  group  says. 

n  1330 

That  is  what  the  administration's 
top  policy  working  group  said,  and. 
that  is  what  the  distinguished  Senator 
from  Wisconsin  contends  in  submit- 
ting this  measure. 

The  truth  of  the  matter  is  different. 
If  you  look  at  the  report  of  the  U.S. 
General  Accounting  Office,  it  conclud- 
ed that  during  the  past  15  years  the 
property  casualty  insurance  industry 
"had  a  net  gain  of  $75  billion  and  was 
expected  to  experience  a  net  gain 
before  taxes  of  more  than  $90  billion 
over  the  years  1986  to  1990." 

The  PRESIDING  OFFICER.  If  the 
Senator  will  yield 

Mr.  HOLLINGS.  I  will  make  one 
sentence  and  thank  the  distinguished 
Presiding  Officer. 

The  only  crisis  the  insurance  indus- 
try is  really  suffering  is  a  credibility 
crisis. 

The  Product  Liability  Reform  Act  is 
unwise  Federal  legislation.  It  would 
preempt  200  years  of  common  law  de- 
velopment in  the  State  courts  and  leg- 
islatures without  sound  statistical  data 
or  evidence  to  support  a  crisis  in  prod- 
uct liability.  I  urge  my  colleagues  to 
reject  it. 

The  bill  includes  a  number  of  sweep- 
ing, ill-advised  procedural  and  substan- 
tive changes  in  the  law  of  product  li- 
ability. For  example,  title  II  of  the  bill 
establishes  new  settlement  procedures 
with  a  cap  on  noneconomic  damages. 
A  manufacturer  of  a  defective  product 
effectively  can  impose  the  cap  at  will 
upon  a  seriously  injured  consumer  or 
worker. 

Not  only  is  the  workability  of  this 
settlement  system  questionable,  but 
the  arbitrary  cap,  like  other  provisions 
of  the  bill,  would  not  solve  any  prob- 
lem existing  in  the  tort  system.  One 
insurance  executive  recently  addressed 
this  point: 

Worse,  from  an  insurer' s  standpoint,  they 
[caps]  perpetuate  current  uncertainties 
about  the  value  of  the  small  claims  that 
make  up  the  overwhelming  majority  of  tort 
liability  payments,  and  thus  would  do  little 
to  improve  the  predictability  of  the  system 
as  a  whole  while  inflicting  substantial  injus- 
tice on  those  seriously  injured  by  another's 
negligence. 

In  addition,  the  bill  is  riddled  with 
ambiguity  and  conflicts  for  court  prac- 
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tice  and  procedure.  It  would  supersede 
all  existing  State  case  law  juid  statuto- 
ry law  in  the  areas  it  covers  while  de- 
nying Federal  question  jurisdiction.  It 
is  important  that  my  colleagues  in  the 
Senate  be  aware  that  this  bill  repre- 
sents a  major  departure  from  our  fed- 
eral system  of  government.  Yet  we  are 
considering  this  unprecedented  meas- 
ure without  credible  evidence  that  it  is 
truly  necessary.  To  the  contrary,  the 
development  and  practice  of  common 
law  in  the  States  during  the  last  200 
years  has  worked  well  to  balance  the 
interests  of  consumers  and  workers 
with  those  of  product  manufacturers, 
sellers,  and  distributors. 

In  1984,  when  the  Senate  Commerce 
Committee  voted  to  report  S.  44,  a 
predecessor  to  this  bill,  I  wrote  similar 
concerns  about  the  lack  of  demonstra- 
ble need  for  this  type  of  sweeping  Fed- 
eral legislation: 

Why  is  this  bill  necessary?  That  is  the  one 
basic  question  for  which  proponents  of  S.  44 
have  continually  failed  to  provide  concrete 
answers.  When  the  manufacturers  began 
their  hue  and  cry  for  reform  in  the  mid-70's. 
the  reason  was  rapidly  rising  product  liabil- 
ity insurance  rates.  When  it  became  evident 
that  the  perceived  insurance  "crisis"  was 
disappearing,  they  created  a  new  reason  for 
codification— namely,  that  the  lack  of  uni- 
formity results  in  higher  transaction  costs. 
.  .  .  Yet  they  have  not  provided  significant 
evidence  to  support  this  contention,  nor 
have  they  demonstrated  that  S.  44.  as  writ- 
ten, would  remedy  the  alleged  problem. 

I  continue  to  question  the  need  for 
Federal  product  liability  legislation, 
especially  since  the  proponents  have 
now  returned  to  their  original  justifi- 
cation for  the  bill— rising  insurance 
premiums.  Product  liability  insurance 
premiums  have  swung  from  a  high  in 
the  mid-1970's  to  a  low  in  the  early 
1980's  to  another  high  recently. 
During  Commerce  Committee  hear- 
ings on  S.  44  in  1983,  witnesses  testi- 
fied that  insurance  premiums  had  lev- 
eled off  or  plunged  during  the  previ- 
ous 3  years.  Trade  publications  rein- 
forced this  point.  Today,  the  liability 
insurance  crisis  is  again  widespread 
and  cuts  across  many  lines.  This  year, 
product  manufacturers  have  faced 
huge  premium  increases  for  liability 
insurance.  Some  have  seen  their  cover- 
age canceled  or  have  faced  reduced 
coverage  with  increased  deductibles. 
Others  cannot  obtain  liability  cover- 
age at  any  price. 

These  fluctuations  in  the  insurance 
market  have  occurred  despite  the  fact 
that  the  evolution  of  tort  law  in  the  50 
States  has  been  a  slow  and  deliberate 
one.  No  dramatic  changes  have  oc- 
curred in  the  vast  majority  of  the 
States  common  law  or  case  law  over 
the  last  few  years.  I  find  it  curious 
that  proponents  of  Federal  codifica- 
tion suggest  a  link  between  insurance 
premium  prices  and  tort  law  only 
when  premiums  are  rising.  I  have 
never  heard  the  tort  system  credited 


for  the  drop  in  premiums  in  the  early 
1980s. 

There  is  little  disagreement  that  the 
practice  of  "cash  flow  underwriting" 
and  the  management  practices  of  the 
insurance  companies  have  contributed 
to  the  cyclical  nature  of  the  insurance 
marketplace,  with  the  high  and  low 
ends  of  the  cycles  occurring  like  clock- 
work, every  few  years.  The  most 
recent  crisis  occurred  when  interest 
rates  dropped,  thereby  slowing  the  rise 
in  investment  income. 

Various  conunentators  confirm  that 
the  crisis  is  of  the  insurance  industry's 
own  making.  For  example,  the  editors 
of  Business  Week  stated  that  "mainly 
the  industry  shot  itself  in  the  foot."  A 
study  by  the  National  Association  of 
Attorneys  General  Ad  Hoc  Committee 
on  Insurance  recently  concluded  that 
"the  cyclical  nature  of  the  industry, 
and  not  changes  in  tort  claims,  is 
largely  responsible  for  the  current 
crisis."  Similarly,  industry  executives 
have  recently  remarked:  "Insurance 
industry  leaders  must  stand  up  and 
squarely  accept  the  responsibility  for  a 
crisis  that  is  wholly  their  fault." 

There  is  vast  disagreement  over  the 
role  of  any  increasing  claims  losses 
and  the  tort  litigation  system  in  the 
current  insurance  crisis.  Indeed,  there 
is  no  comprehensive  data  to  support 
this  as  a  major  contributing  factor  of 
the  crisis.  The  claims  of  a  tort  litiga- 
tion explosion,  which  have  been  made 
by  proponents  of  Federal  codification 
to  justify  the  need  for  their  bill,  have 
been  met  with  convincing  evidence  to 
the  contrary.  For  example,  a  recent 
study  by  the  National  Center  for  State 
Courts  concludes  that  an  examination 
of  State  court  data  provides  no  evi- 
dence to  support  the  existence  of  a  na- 
tional litigation  explosion  from  1981 
through  1984. 

Proponents  of  this  legislation  have 
used  questionable  figures  to  support 
the  alleged  existence  of  a  lawsuit 
crisis.  The  administration  provided  fig- 
ures in  its  February  1986,  report  of  the 
Tort  Policy  Working  Group  to  at- 
tempt to  substantiate  its  conclusion  of 
an  explosive  growth  in  damage  awards. 
However,  in  response  to  my  question 
at  a  Commerce  Committee  hearing. 
Assistant  Attorney  General  Richard 
Willard,  the  chairman  of  the  working 
group,  admitted  that  these  figures 
were  based  on  newspaper  clippings. 
The  use  of  newspaper  clippings  rather 
than  comprehensive  survey  data  as  a 
basis  for  making  changes  in  the  200- 
year-old  tort  system  does  not  meet  the 
legislative  standards  of  the  U.S. 
Senate. 

Recent  evidence  such  as  the  State 
court  data  and  the  fraility  of  the  evi- 
dence used  by  proponents  serve  to  con- 
vince me  all  the  more  that  any  tort 
reform  should  occur  at  the  State  level. 
During  the  1986  State  legislative  ses- 
sions, some  40  legislatures  have  passed 
provisions    requiring    either    selected 


changes  to  the  tort  system,  increased 
insurer  information  and  regulation,  or 
new  mechanisms  for  securing  insur- 
ance from  sources  other  than  commer- 
cial carriers.  Seven  other  States  have 
not  taken  other  legislative  actions  but 
have  instituted  comprehensive  studies 
of  the  issue. 

Senator  Howell  Heflin,  himself  a 
former  State  supreme  court  chief  jus- 
tice, described  the  traditional  impor- 
tant role  of  the  States  in  the  area  of 
the  developing  tort  law: 

Tort  Law  has  been  left  to  the  States  be- 
cause, as  in  other  areas  of  law  dealing  with 
the  rights  and  duties  of  the  individual  such 
as  contract,  domestic,  and  property  law. 
States  are  best  able  to  develop  and  enforce 
tort  liability  rules  that  serve  the  needs  of  its 
businesses  and  consumers.  Individual  States 
can  decide  how  best  to  prevent  injuries  or 
allocate  the  risks  and  cost  of  injuries.  These 
decisions  necessarily  vary  to  some  degree 
among  States  depending  upon  their  history, 
economy,  and  demographic  composition. 
Without  a  demonstration  that  the  current 
system  is  responsible  for  serious  economic 
problems,  there  is  no  reason  to  alter  that 
system. 

In  an  era  when  our  Federal  Govern- 
ment is  working  to  restore  power  to 
State  and  local  jurisdictions,  the  mad 
rush  to  impose  the  Federal  will  on 
State  courts  in  the  area  of  product  li- 
ability tort  law  is  indeed  ironic. 

Not  only  is  there  no  demonstrated 
need  for  this  legislation,  but  it  con- 
tains unfair  and  unworkable  provi- 
sions which  would  curtail  the  ability 
of  injured  consumers  and  workers  to 
be  awarded  adequate  compensation 
from  a  manufacturer  responsible  for 
designing  an  unreasonably  dangerous 
product.  Senators  Inouye,  Gore,  and 
Gorton  have  presented  compelling  ar- 
guments on  these  points. 

This  legislation,  like  the  predecessor 
bills  before  it,  does  not  provide  a  work- 
able solution  for  any  problems  facing 
the  tort  system,  nor  would  it  result  in 
reduced  product  liability  insurance 
premiums.  It  preempts  a  system  that 
has  been  providing  redress  for  those 
injured  by  defective  products  for 
many,  many  years.  It  should  be  defeat- 
ed. 

ABSENCE  OF  DEMONSTRABLE  NEED 

DISAPPEARANCE  AND  REAPPEARANCE  OF  THE 
CRISIS 

The  original  justification  for  Federal 
product  liability  reform  was  the  pre- 
vius  product  liability  insurance  premi- 
um crisis  in  the  mid-1970's.  At  that 
time,  insurers  mandated  large  in- 
creases in  product  liability  insurance 
premiums,  and  numerous  businesses 
stated  that  Federal  action  was  essen- 
tial to  resolving  the  crisis. 

The  primary  allegations  concerning 
the  existence  and  magnitude  of  this 
crisis  proved  vastly  exaggerated.  In 
1976,  the  Federal  Government  created 
a  Federal  Interagency  Task  Force  on 
Product  Liability— hereinafter  the 
task  force— to  examine  the  problem. 
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The  insurance  study  commissioned  by 
the  task  force  found  that,  while  insur- 
ance costs  did  increase  in  the  mid- 
1970's,  insurance  premiums  exceeded  1 
percent  of  the  total  sales  for  only 
three  industries. 

By  1983,  evidence  indicated  that 
product  liability  insurance  costs  had 
stabilized  or  decreased,  and  the  insur- 
ance crisis  had  disappeared.  A  1983  In- 
stitute for  Civil  Justice  study  conclud- 
ed not  only  that  reports  of  a  product 
liability  crisis  in  the  mid-1970's  were 
greatly  exaggerated,  but  that  even  the 
perception  of  a  crisis  had  receded  be- 
cause it  had  become  evident  that  prod- 
uct liability  claims  had  not  been  an 
unreasonable  cost  to  most  manufac- 
turers. Recently  the  liability  insurance 
crisis  is  again  widespread  and  cuts 
across  many  lines  of  insurance. 

The  increases  in  product  liability  in- 
surance costs  were  a  result  of  the  cy- 
clical nature  of  the  insurance  industry 
and  the  industry's  ratemaking  prac- 
tices. The  Congressional  Research 
Service  has  described  the  repeating 
cycles  of  high  and  low  premiums  as  an 
historical  alteration  between  soft  and 
hard  insurance  markets  and  has  dis- 
cussed the  mangement  practices  of  the 
companies  which  contribute  to  this 
cycle.  In  a  soft  market,  rates  are  ade- 
quate, risk  selection  careful  and  the 
industry  is  generally  performing  well. 
New  capital  is  attracted  from  a 
number  of  sources  and  capacity  in- 
creases. Price  cutting  of  premiums  re- 
sults when  new  sources  of  capacity  to 
generate  increased  competition  for 
available  premium  volume.  Underwrit- 
ing standards— the  standards  for  de- 
ciding whether  to  insure  a  particular 
manufacturer— for  risk  selection  di- 
minish with  increased  competition  and 
insurers  take  on  riskier  business  en- 
deavors. According  to  the  Congression- 
al Research  Service,  this  practice  re- 
sults in  rising  claims  losses. 

At  the  point  that  competition  is 
severe  and  that  losses  are  too  high,  in- 
sures withdraw  from  the  market  and 
the  capacity  shrinks,  resulting  in  a 
hard  market.  Availability  and  afford- 
ability  problems  result  as  the  remain- 
ing insurers  raise  prices  and  tighten 
the  underwriting  standards.  Eventual- 
ly the  market  stabilizes,  a  soft  market 
emerges,  and  the  cycle  begins  again. 

Interest  rates,  which  reached  histor- 
ic heights  in  the  late  1970's,  aggravat- 
ed the  cycle  recently.  Companies  en- 
gaged in  a  price  war  in  order  to  obtain 
a  larger  volume  of  premium  income 
for  investment.  Basically,  companies 
were  willing  to  accept  lower  premiums 
for  certain  insurance  lines  in  order  to 
encourage  sales  and  obtain  funds  for 
investment. 

On  February  19  and  March  4,  1986, 
the  Senate  Commerce  Committee  held 
hearings  to  conduct  a  more  compre- 
hensive examination  of  the  availabil- 
ity and  cost  of  liability  insurance.  Tes- 
timony was  presented  at  these  hear- 


ings on  the  reasons  for  the  recent  in- 
surance crisis.  Witnesses  noted  that 
the  insurance  crisis  had  arisen  during 
a  period  of  falling  interest  rates,  prior 
to  which  competing  insurance  compa- 
nies had  been  underpricing  their  prod- 
uct in  order  to  maximize  cash  flow  and 
enhance  investment  income.  When  in- 
terest rates  began  to  fall,  companies 
were  forced  to  increase  premiums  be- 
cause investment  income  was  no 
longer  compensating  for  underwriting 
losses.  The  recent  committee  report 
accompanying  S.  2129,  the  Risk  Reten- 
tion Amendments  of  1986,  states  that 
"This  practice  of  cash  flow  underwrit- 
ing was  linked  directly  to  the  current 
crisis." 

The  industry  appears  to  be  coming 
out  of  the  recent  crisis.  The  General 
Accounting  Office  testified  on  May  26, 
1986  before  the  Senate  Commerce 
Consumer  Subcommittee  that  the  un- 
derwriting cycle  has  turned  again  and 
"is  now  moving  in  a  positive  direc- 
tion." The  industry  is  projecting  sub- 
stantial net  gains  over  the  next  5 
years.  The  property-casualty  industry 
will  enjoy  "an  expected  net  gain 
before  taxes  of  more  than  $90  billion 
over  the  years  1986-1990." 

The  General  Accoimting  Office  also 
found  a  profitable  industry  over  the 
last  10  years,  stating  that  "the  proper- 
ty-casualty companies  had  used  a  pric- 
ing strategy  which  sacrificed  under- 
writing profit  margins  in  order  to  gen- 
erate cash  for  investment  purposes.  As 
a  result  of  the  strategy,  the  property- 
casualty  industry  has  made  between 
$52  and  $79  billion  in  net  gains  over 
the  last  10  years." 

The  irony  of  the  continuing  debate 
over  a  Federal  product  liability  bill  is 
that  insurance  costs  were  emphasized 
by  the  proponents  as  the  reason  for 
passage  of  a  Federal  product  liability 
bill  in  the  96th  and  97th  Congresses 
when  premiums  were  high,  and  were 
deemphasized  as  a  reason  for  passage 
of  product  liability  legislation  during 
the  98th  Congress  when  insurance  pre- 
miums were  reduced.  In  the  99th  Con- 
gress, the  proponents  again  point  to 
the  high  premiums  as  a  justification 
for  a  Federal  bill. 

The  bills  considered  in  these  Con- 
gresses have  attempted  to  undercut 
the  rights  of  injured  product  users.  It 
seems  to  me  that  we  have  unfair  legis- 
lation chasing  after  a  justification. 

CURREITT  SYSTEM  NOT  RESPONSIBLE  FOR 
EXCESSIVE  COSTS 

Despite  the  cyclical  nature  of  the  in- 
surance market,  the  argument  contin- 
ues to  be  made  that  uncertainty  in  the 
tort  system  produces  excessive  costs. 
The  contention  is  that  the  inability  of 
manufacturers  to  predict  potential  li- 
ability, expanded  tort  doctrines,  the 
excessive  generosity  of  jurors  in  prod- 
uct liability  cases,  and  increased  litiga- 
tion and  transaction  fees  impose  un- 
necessarily high  costs  upon  manufac- 
turers. 


The  argument  does  not  withstand 
scrutiny.  The  Institute  for  Civil  Jus- 
tice of  the  Rand  Corp.,  concluded  in 
1983  that  product  liability  costs  in 
most  cases  were  not  excessive: 

It  appears  safe  to  conclude  that  for  most 
large  manufacturing  firms,  product  liability 
costs— including  the  cost  of  defending  litiga- 
tions and  certain  prodiict  liability  preven- 
tion activities— probably  amount  to  much 
less  than  1  percent  of  total  sales  revenue. 

Equally  important,  there  is  no  evi- 
dence demonstrating  that  the  displace- 
ment of  State  product  liability  law  by 
the  bill  reported  by  the  committee 
would  reduce  product  liability  costs. 

PRODUCT  LIABILITY  CLAIMS  AND  AWARDS 

The  legal  study  commissioned  by  the 
task  force  in  1976  concluded  that  "the 
volume  and  size  of  damage  awards  in 
all  probability  cannot  be  considered 
the  direct  cause  of  the  alleged  insur- 
ance problems."  Although  there  are 
no  comprehensive  studies,  available  in- 
formation since  then  reinforces  the 
legal  study's  conclusion.  For  example, 
an  insurance  services  office  study  pub- 
lished in  1977  rejected  the  assertion 
that  product  liability  claims  had  in- 
creased dramatically.  The  study  con- 
cluded that  the  amount  paid  in  closed 
claims  commonly  had  been  overstated 
by  seven  to  eight  times  and  that  the 
average  amoimt  paid  per  claim  for 
bodily  injuries  was  $3,592. 

A  Carnegie-Mellon  investigation  of 
State  and  Federal  product  liability 
cases  filed  in  Pennsylvania  from  1963 
to  1978  found  no  significant  increases 
in  either  the  number  of  legal  actions 
or  the  amount  of  awards  to  claimants. 
Statistics  compiled  for  claim  experi- 
ence in  Kansas  in  1981  showed  that 
the  product  liability  closed  claims 
averaged  only  $5,110. 

According  to  a  June  1983  report  by 
the  Missouri  Division  of  Insurance, 
the  number  of  claims  had  dropped 
substantially  from  1979  to  1981.  As  of 
early  1983,  underwriters  had  filed  for 
an  average  of  14-percent  rate  de- 
creases in  the  State.  More  recently, 
the  director  of  the  Rand  Corp.'s  Insti- 
tute for  Civil  Justice  noted  that,  in  the 
jurisdictions  studied,  the  nimiber  of 
tort  lawsuits  filed  per  capita  since  1959 
has  remained  constant  and  the  median 
jury  verdict  has  remained  the  same 
after  adjustments  for  inflation. 

The  only  study  on  the  issue  of  post- 
jury  verdict  reduction  revealed  that 
half  of  the  final  punitive  damage  pay- 
ments made  to  plaintiffs  were  approxi- 
mately 45  percent  of  the  original  jury 
award.  This  reduction  takes  into  ac- 
count postverdict  settlements,  remitti- 
tur—reduction  of  the  original  jury 
award  at  the  judge's  suggestion— and 
reductions  on  appeal. 

Using  data  which  did  not  take  into 
account  any  reduction  in  the  original 
verdicts,  the  institute  foimd  different 
trends  with  respect  to  product  liability 
awards    in    two    metropolitan    areas. 
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Prom  1965  through  1979.  median 
awards  doubled  in  Cook  County.  XL, 
from  $59,000  to  $120,000.  whereas  in 
San  Francisco.  CA,  there  was  little 
upward  movement  over  the  same  14- 
year  period,  with  the  median  award 
going  from  $51,000  to  $57,000. 

The  median  amount  represents  the 
dollar  amount  at  the  50th  percentile 
when  awards  are  listed  from  lowest  to 
highest  in  ascending  order.  The 
median  is  more  appropriate  than  the 
average  award  since  the  average  is 
misleading.  A  small  number  of  very 
high  awards  strongly  influences  the 
average  award  figure  and  makes  it  less 
useful  for  comparison  purposes.  For 
example,  in  1978.  a  jury  awarded  more 
than  $127  million  to  a  man  who  was 
seriously  burned  when  a  gasoline  tank 
exploded  in  an  accident  involving  a 
Ford  Pinto.  As  a  result  of  that  one  ver- 
dict, the  average  product-liability 
award  in  1978.  according  to  Jury  Ver- 
dict Research,  hit  $1.7  million— up  an 
astounding  285  percent  over  the  previ- 
ous year's  average.  But  the  trial  judge 
later  reduced  the  Pinto  award  to  $6.7 
million.  Had  the  statistics  accurately 
reflected  that,  they  would  have  shown 
the  average  award  in  1978  to  be  just 

19.5  percent  over  the  previous  year, 
not  285  percent. 

The  average  product  liability  award 
figure  of  over  a  million  dollars,  the 
current  statistic  often  cited  by  indus- 
try leaders  and  the  administration,  is 
based  on  figures  supplied  by  Jury  Ver- 
dict Research.  The  administration  has 
admitted  that  these  statistics  are  not 
scientific  and  that  the  company's  in- 
formation was  gathered  from  newspa- 
per clippings.  Furthermore,  these  fig- 
ures are  not  median  figures  and  they 
do  not  reflect  the  significant  reduction 
after  trial  which  often  occurs.  Accord- 
ing to  a  recent  press  account,  "they 
don't  reflect  reality  very  well." 

A  1986  study  of  all  civil  jury  trials 
over  the  last  5  years  in  Greenville 
County,  the  largest  county  in  South 
Carolina,  refutes  the  notion  that 
juries  are  running  wild.  In  these  cases, 

83.6  percent— 5  out  of  every  6  cases- 
resulted  in  a  verdict  either  for  the 
plaintiff  or  the  defendant  in  a  total 
amount  of  less  than  $10,000.  As  a  per- 
centage of  all  cases,  only  1.7  percent— 
11  cases— resulted  in  a  verdict  of 
$100,000  or  more.  No  verdict  of 
$100,000  or  more  was  rendered  in  any 
product  liability  case.  Jury  verdicts  in 
Greenville  County  are  3  percent  above 
the  national  average. 

A  study  of  a  representative  group  of 
State  courts  released  in  April  1986  by 
the  National  Center  for  State  Courts 
found  that  the  increase  in  tort  litiga- 
tion roughly  approximated  the  in- 
crease in  total  population  with  all  tort 
filings  increasing  9  percent  and  the 
population  increasing  8  percent  for 
the  period  1978-84.  According  to  the 
report,  the  data  "provides  no  evidence 
to  support  the  existence  of  a  national 


litigation  explosion  in  State  trial 
courts"  during  the  1981-84  time 
period. 

It  is  true  that  the  number  of  liability 
cases  filed  in  Federal  courts  has  in- 
creased significantly.  But  according  to 
Consumer  Reports,  a  single  type  of 
suit— damage  claims  related  to  asbes- 
tos—accounts for  much  of  the  in- 
crease. Last  year,  4,239  of  the  13,554 
product  liability  cases  or  31  percent 
filed  in  Federal  courts  were  asbestosis 
cases.  Consumer  Reports  believes  the 
large  number  of  asbestos-related  cases 
is  not  surprising  and  believes  the  cases 
are  not  frivolous: 

Asbestosis  and  asbestos-induced  cancer 
result  from  many  years  of  exposure;  only  in 
recent  years  have  the  consequences  of  long- 
term  exposure  become  evident  in  debilitat- 
ing illness  and  death.  In  Consumer  Union's 
opinion,  people  who  are  suffering  from  as- 
bestosis or  asbestos-induced  cancer  (and  the 
families  of  those  who  have  died)  deserve 
compensation. 

Finally,  according  to  a  study  pub- 
lished in  1985,  a  16-State  study  cover- 
ing 100  years  found  little  evidence  of  a 
consistently  upward  trend  in  tort  law- 
suits and  the  University  of  Wisconsin 
civil  litigation  research  project  found 
50  percent  of  the  cases  involved  dis- 
putes of  $10,000  or  less  and  only  12 
percent  involved  claims  of  more  than 
$50,000.  The  repeated  allegations 
about  the  number  and  size  of  awards 
simply  do  not  hold  up  in  light  of  this 
substantial  evidence  to  the  contrary. 

SUBSTANTIVE  LAW 

The  task  force  concluded  that  uncer- 
tainties in  the  substantive  law  of  prod- 
uct liability  were  a  cause  of  the  insur- 
ance crisis.  This  conclusion,  however, 
was  at  odds  with  the  findings  of  the 
legal  study  commissioned  by  the  task 
force.  The  legal  study  concluded  that 
State  tort  rules  have  no  significant 
impact  on  insurance  costs,  and  thus  a 
revision  of  the  system  would  not  lower 
them: 

[T]he  overall  conclusion  drawn  here  is 
that  although  specific  tort  doctrines  adopt- 
ed by  some  courts  can  be  considered  inequi- 
table in  specific  cases,  the  total  impact  of 
such  rules  on  product  liability  claims  is  in- 
sufficient to  directly  cause  an  insurance 
problem  of  the  magnitude  alleged.  In  other 
words,  no  inequitable  doctrine  or  group  of 
doctrines  even  if  changed  immediately, 
could  produce  a  greater  availability  of  or  a 
lower  cost  for  insurance. 

After  studying  the  issue,  one  tort 
professor  concluded  that  "the  subse- 
quent easing  of  the  crisis  supports  the 
legal  study  and  undercuts  the  task 
force  on  this  critical  issue."  If  there 
were  a  significant  connection  between 
legal  doctrines  and  product  liability 
costs,  the  stabilization  of  insurance 
costs  in  the  late  1970's  would  not  have 
occurred  at  the  same  time  that  the 
substantive  law  of  product  liability  re- 
mained unchanged. 

More  recently,  the  same  professor 
again  reached  the  same  conclusion  re- 


garding the  relationship  of  tort  doc- 
trines and  the  current  insurance  crisis: 
There  is  no  reason  to  believe  that  the  tort 
system  contributed  at  all  to  the  decrease  of 
product-liability  Insurance  premiums  at  the 
end  of  the  last  decade,  or  the  increases 
which  may  currently  be  taking  place.  No 
correlation  in  the  slightest  exists  between 
expansions  or  contractions  of  tort  doctrine 
during  those  periods  and  the  level  of  premi- 
ums. The  same  may  be  said  with  respect  to 
the  size  of  jury  awards  and  settlements. 

As  the  legal  study  foimd.  there  are 
isolated  instances  of  product  liability 
cases  in  which  the  result  is  inequita- 
ble. Proponents  like  to  cite  their  favor- 
ite horror  stories.  But  these  examples 
serve  little  purpose  other  than  to  dis- 
tort the  policy  debate.  To  base  such 
sweeping  Federal  legislation  on  anec- 
dotal evidence  is,  at  best,  specious— at 
worst,  fraudulent. 

Changes  in  tort  law  will  not  solve 
the  insurance  crisis.  Indeed,  in  hear- 
ings before  State  legislatures,  insur- 
ance industry  representatives  have  de- 
clined to  promise  that  the  tort  reform 
measures  they  advocate  would  result 
in  lower  insurance  premiums.  In 
Washington,  a  number  of  companies 
filed  for  premiimi  increases  claiming 
that  the  State's  new  tort  restrictions 
will  not  have  an  impact  on  insurance 
costs.  One  insurance  executive  stated: 
"It  is  clearly  impossible  to  say  if  you 
adopt  a  certain  tort  reform,  you  will 
get  an  x  reduction  in  premiums."  The 
connection  between  the  anecdotal 
cases  cited  by  the  industry,  changes  in 
the  substantive  tort  law,  and  insur- 
ance costs  is  far  too  attenuated  to  jus- 
tify revision  of  an  entire  body  of  law 
which  generally  has  proven  to  be  fair 
and  workable. 

LITIGATION  AND  TRANSACTION  COSTS 

One  justification  offered  for  Federal 
product  liabilty  legislation  is  that  legal 
fees  paid  to  plaintiffs'  attorneys  are 
too  high.  Typically,  lawyers  who 
accept  product  liability  cases  work  on 
a  contingency  fee  basis.  If  they  win 
the  case  they  get  a  percentage  of  the 
case— which  is  usually  about  30  per- 
cent—if they  lose,  they  get  nothing. 
This  system  allows  injured  plaintiffs 
who  are  not  wealthy  to  obtain  a 
lawyer.  At  the  same  time,  the  system 
acts  as  a  deterrent  to  frivolous  cases 
because  attorneys  are  spending  their 
own  time  and  money  in  the  case. 

Recently  released  figures  from  the 
Institute  for  Civil  Justice  state  that 
plaintiffs  receive  approximately  half 
of  the  costs  of  litigation.  Any  problem 
with  the  cost  of  the  system  is  not  with 
the  cost  of  the  attorney  who  is  "in- 
vesting" his  or  her  own  time  and 
money  to  win  a  case.  The  problem  is 
with  the  defense  attorney  who  has  an 
incentive  to  delay  the  case  with  dilato- 
ry motions  and  thereby  encourage  se- 
verely injured  plaintiffs  to  settle  for 
less  in  order  to  get  an  expedited  pay- 
ment of  the  plaintiff's  medical  and 
other  costs.  Meanwhile,  the  company 
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is  making  interest  on  money  that 
would  otherwise  be  in  the  hands  of  the 
prevailing  plaintiff. 

According  to  calculations  derived 
from  a  1977  survey  conducted  by  the 
Insurance  Services  Office,  for  every 
dollar  paid  to  claimants,  insurers  paid 
an  average  of  42  cents  in  defense  costs, 
while  for  every  dollar  awarded  to  a 
plaintiff,  the  plaintiff  pays  an  average 
contingent  fee  of  33  cents.  While  I  do 
not  advocate  wage  and  price  controls, 
those  who  advocate  reform  of  the 
system  should  be  focusing  on  the 
higher  defense  costs.  An  imbalance 
would  be  created  if  the  fees  of  lawyers 
for  injured  consumers  were  controlled, 
while  not  limiting  the  defense  lawyers' 
costs.  In  that  case,  the  only  effect 
would  be  to  undermine  our  legal  sys- 
tem's guaranteed  right  of  access  to 
justice. 

OVERVIEW  OP  THE  CURRENT  SYSTEM 

What  little  information  we  do  have 
about  the  current  product  liability 
system  provides  an  interesting  per- 
spective: the  system  is  generally  fair 
and  workable.  According  to  one  study, 
approximately  73  percent  of  the 
bodily  injury  claims  and  83  percent  of 
the  property  damage  claims  are  set- 
tled without  the  filing  of  a  lawsuit. 
Only  3.5  percent  of  claims  go  all  the 
way  to  a  court  verdict,  and  in  those 
cases,  fewer  than  25  percent  of  defend- 
ants are  found  liable.  Thus,  96.5  per- 
cent of  product  liability  claims  are  re- 
solved before  the  verdict  and  more 
than  75  percent  of  plaintiffs  lose  in 
cases  in  which  a  verdict  is  reached. 
The  American  bar  Foundation,  in  a 
study  of  seven  counties  from  across 
the  country,  found  that  the  percent- 
age of  cases  in  which  the  plaintiff  was 
successful  ranged  from  28  percent  to 
56.3  percent.  So,  we  know  that  it  is  dif- 
ficult to  win  a  product  liability  lawsuit 
when  the  case  goes  to  trial  and  verdict. 

The  studies  to  date  show  that  puni- 
tive damage  awards  remain  infrequent, 
particularly  for  product  liability,  and 
that  damages  decided  upon  by  the 
jury  are  often  substantially  reduced. 
The  truth  of  the  matter  is  that  if 
actual  damages  are  not  sustained  by 
the  evidence,  they  are  lowered  at  the 
insistence  of  the  judges  themselves 
who  would  otherwise  order  a  new  trial. 
And  what  about  those  million  dollar 
awards  by  juries?  In  more  than  two- 
thirds  of  the  cases  with  million  dollar 
awards  over  the  past  14  years,  the 
plaintiffs  have  suffered  gross  and  seri- 
ous injuries  or  death. 

We  also  have  been  told  that  many  of 
the  individual  jurisdictions  are  experi- 
menting with  programs  such  as  arbi- 
tration programs  and  are  successfully 
speeding  up  the  consideration  of  cases. 
Ninety-eight  percent  of  civil  cases 
pending  in  my  own  State  of  South 
Carolina,  for  example,  have  been 
pending  for  less  than  1  year. 

Certainly,  juries  sometimes— and  it 
seems      increasing— award      damages 


against  institutional  wrongdoing.  For 
example,  in  the  University  of  Georgia 
case,  the  plaintiff  was  awarded  $2.5 
million  against  the  university,  al- 
though the  amount  was  later  reduced 
by  over  half  of  the  original  award.  The 
plaintiff  alleged  that  she  was  fired  in 
retaliation  for  speaking  out  against 
preferential  treatment  of  athletes  on 
scholarship.  The  jury  decided  that  the 
institution  was  liable  for  wrongdoing 
and  felt  that  a  large  damage  award 
was  necessary  to  prevent  this  situation 
from  occurring  there  or  at  any  other 
institution  in  the  future.  Some  re- 
searchers have  hypothesized  that 
plaintiffs  receive  large  jury  awards  be- 
cause jurors  view  certain  defendants 
as  having  "deep  pockets."  However, 
interviews  with  jurors  in  Federal  and 
State  courts  in  southeast  Pennsylvania 
revealed  no  significant  finding  that 
awards  were  based  on  the  ability  of 
the  defendant  to  pay.  The  jurors'  deci- 
sions rested  primarily  on  their  consid- 
eration of  whether  the  plaintiff  de- 
served to  win  based  on  the  facts  of  the 
case  and  the  applicable  law,  as  well  as 
the  necessity  to  deter  misconduct. 

When  a  product  liability  case  goes  to 
trial,  the  jury  is  not  impaneled  for  the 
purpose  of  giving  away  someone  else's 
money.  Rather,  it  is  charged  with  the 
administration  of  justice.  These  juries 
are  composed  of  our  friends  and  neigh- 
bors, who  conclude,  some  of  the  time, 
that  the  defective  products  involved 
and  the  injuries  sustained  require 
compensation.  And  it  is  our  friends 
and  neighbors— who  work  for  a  living 
and  know  the  value  of  a  dollar— who 
occasionally  conclude  that  punitive 
damages  are  justified  when  the  de- 
fendant has  engaged  in  outrageous  be- 
havior. 

There  are  countless  examples  illus- 
trating how  our  product  liability 
system,  has  provided  incentives  for  the 
development  of  a  safer  society.  Prod- 
uct liability  lawsuits  can  be  credited 
with,  among  many  other  examples, 
the  elimination  of  cancer-causing  as- 
bestos as  a  common  building  material. 
The  trial  process  also  has  prompted 
State  and  Federal  agencies  to  promul- 
gate and  enforce  more  vigorous  safety 
standards  for  many  products.  With 
the  opportunity  to  compete  on  the 
free  market  goes  the  duty  to  produce 
products  that  are  not  unreasonably 
dangerous  as  well  as  the  responsibility 
to  make  reparation  for  any  harm 
caused  when  that  duty  is  neglected. 
Because  we  have  a  system  which  en- 
forces this  ideal,  we  can  proudly  state 
that  ours  is  the  safest  nation  on  the 
planet. 

CONCLDSION 

The  U.S.  Senate  should  not  pass  leg- 
islation to  codify  product  liability  tort 
law  without  any  comprehensive  data 
to  demonstrate,  first,  that  such  legisla- 
tion is  necessary,  and  second,  that 
such  legislation  will  work. 


Do  we  know  what  we  are  getting 
into?  Based  on  the  scant  statistical  evi- 
dence provided  by  proponents  of  this 
legislation,  the  answer  to  that  ques- 
tion is:  "obviously  not."  We  don't 
know  whether  the  enactment  of  this 
legislation  would  affect  insurance  pre- 
miums, or  whether  there  is  any  con- 
nection at  all  between  insurance  pre- 
miums and  tort  law.  We  don't  know 
the  burden  we  would  create  for  the 
State  courts  lo  administer  such  legisla- 
tion. We  don't  know  how  it  would 
affect  the  development  of  safe  and  re- 
liable products.  In  other  words,  the 
committee  has  chosen  to  close  its  eyes, 
say  a  few  prayers,  and  go  for  broke. 
While  I  agree  that  successful  govern- 
ment depends  on  the  willingness  of  its 
leaders  to  engage  in  bold  experimenta- 
tion, the  Product  Liability  Reform  Act 
represents  a  recklessness  this  Nation 
cannot  afford.  If  we  must  attempt  to 
tinker  with  the  product  liability 
system,  then  let  us  do  so  armed  with 
the  facts  and  with  an  eye  toward  the 
protection  of  our  society  from  unsafe 
and  dangerous  products. 

If  any  problems  exist  with  the  prod- 
uct liability  tort  system,  we  are  not 
going  to  solve  them  with  legislation  of 
this  type.  The  bill  should  be  rejected. 

I  yield  the  floor. 


EXECUTIVE  SESSION 

The  PRESIDING  OFFICER.  The 
hour  of  1:30  p.m.  having  arrived,  the 
Senate  will  now  resume  executive  ses- 
sion to  consider  the  nomination  of 
William  H.  Rehnquist  to  be  Chief  Jus- 
tice of  the  United  States. 

Under  the  previous  order  the  time 
between  1:30  p.m.  and  3  o'clock  p.m. 
shall  be  equally  divided  between  the 
chairman  and  ranking  minority 
member  of  the  Judiciary  Committee 
or  their  designees. 

The  Senate  resumed  consideration 
of  executive  business. 

Mr.  KASTEN.  Mr.  President,  I  sug- 
gest the  absence  of  a  quorum,  and  I 
ask  unanimous  consent  that  the  time 
be  equally  divided.        

The  PRESIDING  OFFICER.  With- 
out objection  is  so  ordered! 

The  clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  t6 
call  the  roll. 

D  1340 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  further  pro- 
ceedings under  the  quorum  call  be  re- 
scinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


NOMINATION  OF  WILLIAM  H. 
REHNQUIST  TO  BE  CHIEF  JUS- 
TICE OF  THE  UNITED  STATES 

Mr.  RIEGLE.  Mr.  President,  I  rise  to 
express  my  view  on  the  Rehnquist 
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nomination  which  we  will  be  voting  on 
later  in  the  afternoon  today. 

I  have  not  spoken  before  on  this 
issue,  but  I  have  been  studying  it  and 
following  it  with  great  care  going  back 
to  the  hearings  this  year,  the  prior 
hearings  when  Justice  Rehnquist  ini- 
tially went  on  the  Court,  and  with  a 
careful  examination  of  his  record  both 
on  the  Supreme  Court  and  prior  to 
that  time  through  his  professional 
career. 

Having  done  so  and  having  had  the 
opportunity  now  to  listen  to  a  number 
of  my  colleagues  who  serve  on  the  Ju- 
diciary Committee  and  who  went 
through  the  hearing  process.  I  rise 
today  to  express  my  own  judgment 
and  conclusion  on  this  nomination. 

I  have  been  in  the  Congress  20  years, 
and  this  marks  10  years,  the  end  of 
this  year,  in  the  U.S.  Senate.  I  have 
tried  to  recall  a  nominee  we  have  had 
before  the  Senate  for  confirmation 
that  has  been  more  troubling  in  my 
mind  than  this  one.  There  have  been 
some  others  that  have  been  troubling 
that  I  have  voted  against,  some  in  my 
own  party,  some  in  the  other  party.  I 
do  not  cast  those  votes  on  the  basis  of 
party  as  I  think  that  recitation  itself 
indicates.  But  as  I  reflect  on  all  the 
judges  who  we  have  had  to  confirm,  I 
do  not  recall  a  choice  that  I  think  is 
more  disappointing  or  falls  shorter  of 
what  is  needed  in  an  extraordinary  po- 
sition of  responsibility  in  our  Govern- 
ment than  Justice  Rehnquist. 

Along  with  the  President  and  Vice 
President,  the  Chief  Justice  of  the 
United  States,  which  is  a  lifetime  ap- 
pointment., is  one  of  a  tiny  handful  of 
Federal  officials  who  serve  at  the 
highest  level  of  trust  and  importance 
in  our  democracy.  In  a  nation  of  over 
240  million  people,  when  we  have  an 
opportunity  to  select  a  Chief  Justice— 
we  have  only  had  15  in  our  entire  na- 
tional history— the  obligation  is  to 
look  across  the  length  and  breadth  of 
our  country  to  find  someone  of  such 
extraordinary  stature  and  respect  and 
all  the  other  qualities  that  you  would 
want  to  see  in  a  top  government  offi- 
cial that  when  that  person  is  named 
and  confirmed  and  goes  to  serve  in 
that  capacity  there  is  an  outpouring  of 
support  and  good  feeling  and  good  will 
across  the  country.  It  should  never  be 
less  than  that,  in  my  view,  for  a  posi- 
tion as  important  as  this  one. 

But  I  do  not  see  that  kind  of  feeling 
in  the  country,  and  I  understand  why. 
I  am  not  able  to  feel  it  within  myself 
because,  as  I  say,  I  find  this  to  be  a  sad 
and  disappointing  choice.  It  is  a  flawed 
choice,  flawed  in  several  ways,  and  one 
that  I  think  will  damage  our  country 
in  a  number  of  ways  over  a  period  of 
many  years  in  the  future. 

Probably  the  cornerstones  of  our  de- 
mocracy when  all  is  said  and  done  is 
the  idea  that  as  citizens  we  make  the 
laws.  We  are  a  self-government,  a  citi- 
zen government,   and  once  we  have 


made  the  laws  which  govern  us,  we 
will  have  equal  justice  when  anything 
arises  that  applies  those  laws  to  us; 
that  if  a  matter  arises  which  takes  us 
into  court  or  in  some  way  involves  us 
with  the  law,  our  standing  under  the 
the  law  will  be  complete  in  terms  of 
what  the  Constitution  provides  and  it 
will  be  equal  to  that  of  any  other 
person  in  our  society.  So  that  on  the 
one  hand,  we  have  the  ability  as  par- 
ticipating citizens  to  build  the  law  and, 
on  the  other  hand,  we  have  the  cer- 
tain guarantee  that  we  will  be  meas- 
ured equally  by  those  laws. 

One  of  the  defects  in  the  way  our 
system  actually  works  is  that  very 
often  under  our  legal  process  you  get 
the  justice  you  can  pay  for.  By  that  I 
mean  if  you  are  well  situated  finan- 
cially so  that  you  can  hire  the  best 
lawyers  and  have  them  go  to  work  for 
you  and  they  are  competent  and  they 
go  in  and  they  work  for  you,  you  can 
get  a  measure  of  justice  that  is  not 
available  in  the  same  degree  to  some- 
one else  who  may  not  have  the  knowl- 
edge of  the  law  or  would  not  have  the 
money  to  be  able  to  hire  the  top  legal 
talent  in  the  country  to  defend  them 
in  a  legal  proceeding. 

So  the  effect  of  the  working  of  the 
law  in  this  country  is  very  uneven  and 
unequal  because  of  the  nature  of  how 
the  system  works,  in  how  you  get  and 
pay  for  legal  counsel.  That  is  why  at 
the  Federal  level  we  have  set  up  the 
Office  of  Legal  Services  to  try  to  make 
sure  that  people  who  do  not  have  the 
money  receive  some  measure  of  repre- 
sentation so  they  get  equal  access  to 
the  law  and  get  a  fair  judgment.  That 
does  not  work  very  well.  It  worlis  very 
imperfectly,  and  many  people  do  not 
get  competent  and  adequate  represen- 
tation in  a  legal  sense. 

D  1350 

I  am  deeply  troubled  about  that.  I 
think  that  in  a  society  where  you  have 
large  numbers  of  people  who  are  eco- 
nomically disenfranchised,  many  times 
because  of  poor  education  or  circum- 
stances of  poverty  or  circumstances  of 
discrimination  or  other  factors  that 
may  attach  to  them,  they  are  in  a  cir- 
cumstance where  they  cannot  hope  to 
get  adequate  representation  under  our 
system  of  law  in  this  country. 

So,  yes,  we  can  engrave  across  the 
front  of  the  Supreme  Court  "Equal 
justice  under  law,"  but  we  are  not  able 
as  a  society  to  really  produce  that  on  a 
broad  scale  across  the  country. 

For  example,  with  people  of  very 
modest  financial  circumstances  and 
maybe  limited  education,  who  do  not 
understand  the  law  and  cannot  afford 
to  hire  expensive  legal  talent,  when  a 
legal  issue  arises  in  their  lives,  I 
wonder  how  they  feel  about  the 
degree  to  which  they  are  actually  able 
to  have  equal  justice  under  law.  I 
think  they  feel  that  it  is  not  available 
to    them,    because,    as    a    practical 


matter,  most  often  it  is  not.  So  I  think 
they  have  a  different  view  of  how  they 
fit  into  our  society.  Unless  we  make  a 
concerted  effort  to  bring  them  in.  in  a 
full  way,  to  put  them  on  an  equal 
standing  with  everyone  else,  there  is  a 
faultline  which  runs  through  our 
system  of  equal  treatment  under  the 
law.  That  is  what  we  find  today. 

For  those  people  who  feel  that  they 
are  on  the  outside  looking  in  and  for 
whom  the  legal  system  does  not  really 
work  in  a  meaningful  or  effective  way, 
I  am  not  sure  how  much  stake  they 
feel  in  our  society.  I  do  not  know  how 
much  stake  they  feel  in  our  system  of 
laws,  in  our  system  of  justice. 

I  can  see  how  a  feeling  could  arise  in 
a  person  that  if  the  system  were 
stacked  in  such  a  way  that  it  did  not 
work  for  them,  they  would  not  feel  a 
sense  of  commitment  and  investment 
to  that  system.  I  think  it  might  lead  to 
a  state  of  mind  where  people  would 
figure  that  the  cards  are  stacked  the 
other  way,  that  maybe  the  law  does 
not  matter,  because  it  does  not  work 
for  them  when  it  should  in  a  proper 
sense,  that  it  is  something  so  distant 
and  almost  alien  that  it  really  is  sepa- 
rate and  apart  from  what  their  life  is 
about. 

I  think  that  is  a  dangerous  condition 
to  have  with  any  number  of  citizens, 
let  alone  the  large  number  of  citizens 
in  our  country.  We  have  that  in  our 
society  today,  if  we  want  to  be  honest 
about  it. 

How  does  this  relate  to  Justice 
Rehnquist?  I  think  that  if  you  look  at 
the  pattern  of  incidents  that  have 
been  cited  and  developed  in  the  Judici- 
ary Committee  hearings,  his  pattern 
of  decisions  over  the  years  as  a  sitting 
Justice,  and  his  personal  conduct  prior 
to  becoming  a  Justice  of  the  Supreme 
Court,  you  see  a  person  who  consist- 
ently, time  after  time,  almost  without 
exception,  has  gone  to  great  effort  to 
make  it  hard  for  people  to  get  equal 
treatment  under  the  law. 

When  somebody  engages,  for  exam- 
ple, in  a  voter  intimidation  program- 
in  fact,  is  the  mastermind  of  a  voter 
intimidation  program— to  try  to  dis- 
courage people  from  voting,  I  do  not 
know  what  more  fundamental  act 
there  is  in  our  democracy,  if  it  is  a 
working  democracy,  than  the  right  to 
vote  and  the  fact  that  people  develop 
an  opinion  to  go  to  the  polling  place 
on  election  day  and  vote  for  the 
people  who  will  be  in  governing  posi- 
tions  

Mr.  HATCH.  Mr.  President,  will  the 
Senator  yield? 

Mr.  RIEGLE.  Not  at  this  time. 

Mr.  HATCH.  Just  on  one  point.  The 
Senator  is  misstating  the  testimony. 

Mr.  RIEGLE.  I  do  not  want  to  be 
discourteous  to  my  friend,  but  I  do 
want  to  make  my  statement,  and  then 
I   will   be   happy   to   yield,  for   any 
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number  of  points  the  Senator  wishes 
to  make  at  the  end. 

The    PRESIDING    OFFICER.   The 
Senator  from  Michigan  has  the  floor. 
Mr.    THURMOND    addressed    the 
Chair. 

Mr.  RIEGLE.  Mr.  President,  I  do  not 
want  to  be  disrespectful,  but  I  do  not 
want  to  yield  the  floor. 

Mr.  THURMOND.  I  just  want  Sena- 
tor Hatch  to  take  my  place. 

The  PRESIDING  OFFICER  (Mr. 
DxTRENBERGER).  The  Senator  from 
Michigan. 

Mr.  RIEGLE.  To  engage  in  a  voter 
intimidation  program,  to  try  to  inter- 
ject yourself  between  a  person  who  is 
going  to  vote  and  their  ability  to  vote, 
to  operate  in  that  fashion  is  about  the 
most  undemocratic  act  I  can  imagine- 
especially  when  it  is  carried  out 
against  people  who  are  most  often 
found  in  minority  circumstances  in 
our  society,  whether  they  be  Hispanic 
people,  black  people,  or  other  people 
who  might  otherwise  have  some  large 
measure  of  difficulty  with  the  voting 
process,  or  particularly  with  language 
problems  or  may  be  feeling  uncomfort- 
able about  being  able  to  go  in  and  be 
understood  and  get  their  ballot  and 
vote. 

For  anybody  to  inject  themselves  in 
the  middle  and  try  to  discourage  some- 
body from  voting,  to  try  to  frighten 
somebody  away  from  the  voting 
place— what  an  act  of  arrogance  that 
is.  What  an  act  of  personal  arrogance 
that  is.  Not  only  to  mastermind  a  plan 
like  that,  but  then  to  go  out  to  the 
voting  places,  as  a  number  of  eyewit- 
nesses have  reported,  and  to  personal- 
ly inject  yourself  in  that  process,  with 
the  purpose  in  mind  of  frightening 
somebody  away  from  the  voting  place, 
so  that  they  are  unable  to  vote  and  to 
cast  the  judgment  they  have 
reached— what  level  of  arrogance  does 
that  require,  for  someone  to  feel  that 
their  notion  of  what  the  outcome  of 
the  election  to  be  is  so  certain  and  so 
pure  that  they  feel  empowered  to 
come  to  the  voting  place  and  try  to 
discourage  and  stop  the  voting  partici- 
pation of  another  citizen?  I  have  a 
very  hard  time  even  understanding 
how  that  kind  of  mind  works. 

Justice  Rehnquist  was  involved  ac- 
tively in  that  kind  of  voter  intimida- 
tion. He  helped  design  the  plan.  He 
went  to  the  voting  place.  He  gives  eva- 
sive and  unclear  answers  as  to  his 
direct  personal  involvement  in  con- 
fronting voters,  but  we  have  a  number 
of  witnesses  of  stature  who  have  come 
before  us  to  testify  that  in  fact  he  not 
only  served  as  a  mastermind,  which  he 
acknowledges,  in  terms  of  putting  to- 
gether a  voter  intimidation  program, 
but  also  was  directly  involved,  himself, 
in  confronting  voters  in  an  effort  to 
frighten  them  away  from  the  voting 
place. 

That  is  not  an  isolated  incident. 
That  is  just  one  area  of  conduct  and 


behavior  in  a  larger  pattern  that  is 
consistent  over  a  long  professional 
career. 

Here  is  a  man  who,  in  other  activi- 
ties, has  behaved  in  a  fashion  to  try  to 
prevent  people  from  being  able  to 
have  any  full  measure  of  justice  under 
the  law  in  this  country.  There  is  the 
case  of  the  Justice  Jackson  memo,  and 
it  has  been  cited  several  times.  I  will 
not  read  it  again  into  the  Record.  The 
language  of  that  memo,  prepared  for 
Justice  Jackson,  which  Justice  Jack- 
son's long-time  personal  secretary  says 
did  not  reflect  the  views  of  Justice 
Jackson,  which  Justice  Rehnquist  said 
was  the  case,  but  was  in  fact  Rehn- 
quist's  own  views— that  memo  says  in 
effect  that  it  is  all  right  to  stay  with 
school  segregation;  it  is  all  right  to  ba- 
sically separate  our  educational  facili- 
ties on  the  basis  of  race. 

I  am  deeply  troubled  that,  first  of 
all,  he  could  have  that  view,  could  gen- 
erate that  view.  I  am  troubled  about 
his  explanation  about  it  after  the  fact. 
I  do  not  find  his  explanation  believ- 
able. 

And  that  is  just  one  of  many  in- 
stances where  I  think  his  testimony 
just  is  not  believable.  It  just  is  not  be- 
lievable. It  is  inconceivable  to  me  that 
he  could  recall  with  precise  knowledge 
in  an  area  where  he  wants  to  shed  re- 
sponsibility, an  event  that  goes  back  to 
the  early  fifties  and  he  has  in  a  sense 
a  perfect  recall  in  that  situation,  but 
then  we  come  several  years  ahead  in 
the  future  to  a  more  recent  time 
where  he  was  directly  involved  in  the 
Laird  versus  Tatum  issues  in  terms  of 
domestic  surveillance  and  he  cannot 
remember  anything.  His  mind  and  his 
memory  is  virtually  completely  erased 
in  that  area.  So  that  back  a  long  time 
before  on  what  would  seem  to  be  a  rel- 
atively minor  matter  he  has  a  perfect 
recollection  and  you  come  forward 
much  later  in  time  on  an  area  where 
he  was  in  charge  of  the  effort  and  was 
in  charge  of  the  Department,  and  very 
serious  policy  and  practice  decisions 
were  being  made  and  carried  out,  and 
he  has  no  recollection. 

I  just  find  that  very  hard  to  believe 
and  I  do  not  believe  it,  I  am  frank  to 
say. 

You  know  one  thing  you  have  a 
chance  to  see  over  a  period  of  time  in 
Congress— for  me  it  has  been  20 
years— are  lots  of  witnesses.  I  dare  say 
like  my  colleagues  who  served  that 
length  of  time,  I  probably  have  spent 
thousands  of  hours  of  committee  ses- 
sions listening  and  conducting  the 
cross  examination  of  witnesses  of  all 
sorts  and  types.  After  a  while  you  de- 
velop an  ability,  I  think,  to  judge  quite 
well  whether  witnesses  are  telling  the 
truth,  whether  they  are  withholding 
information,  whether  they  are  being 
deliberately  vague,  whether  they  fall 
back  on  the  Watergate  language  of  "I 
have  no  recollection,"  which  is  the 
way  if  you  want  to  withhold  some- 


thing, with  conscious  knowledge  to 
avoid  a  perjury  charge,  those  are  the 
words  you  have  to  use.  Those  are  the 
words  you  use.  You  do  not  say  "No,  I 
didn't  do  it,"  if  you  knew  you  did  it. 
You  say,  "I  have  no  recollection,"  and 
then  you  are  off  the  hook.  Those  are 
the  legal  words,  words  of  art  that 
allow  you  the  chance  to  evade  the  situ- 
ation without  putting  yourself  into  a 
situation  of  perjury. 

So  that  does  not  make  any  sense. 

But  in  the  role  that  he  necessarily 
had  to  have  as  the  Director  of  that  di- 
vision within  the  Justice  E>epartment 
on  Laird  versus  Tatum,  we  still  do  not 
have  the  answers  on  that  and  we 
ought  to  have  the  answers  on  that. 

I  am  deeply  troubled  about  the  fact 
that  he  was  involved  in  that  activity. 

There  again  there  were  people 
during  that  period  of  time  who  had  se- 
rious reasons  for  opposition  to  the  war 
in  Vietnam.  In  fact,  that  became  ulti- 
mately the  majority  view  of  this  coun- 
try and  we  got  out  of  Vietnam  because 
the  people  finally  figured  out  it  did 
not  make  sense  and  we  had  been  lied 
to  by  our  own  Government,  amd  the 
people  who  got  out  front  early  and 
took  those  views,  and  were  subject  to 
Government  direct  intimidation  and 
harassment  should  never  have  had  to 
be  faced  with  those  circumstances. 
This  man  was  one  of  the  architects  of 
that  activity.  That  much  we  know,  but 
we  cannot  get  the  facts  because  this 
administration  will  not  release  the  in- 
formation that  I  am  sure  exists,  that 
could  throw  light  on  this,  and  he  has 
no  recollection  because  his  mind  some- 
how got  erased  in  that  area.  I  do  not 
believe  that.  I  just  do  not  believe  that. 
I  just  do  not  believe  that  is  the  case. 

There  are  a  number  of  other  specific 
situations  that  I  think  are  equally 
troubling  if  you  look  at  the  pattern  of 
decisions  on  the  bench  over  a  period  of 
time. 

It  is  almost  impossible  to  find  a  situ- 
ation where  a  citizen  of  low  standing 
or  inconsequential  standing  in  terms 
of  his  or  here  personal  circumstances 
where  they  have  come  in  seeking  jus- 
tice and  some  redress  of  a  grievance  in 
terms  of  the  effect  of  the  law  in  their 
life  and  circumstances,  that  this  Jus- 
tice can  find  the  way  to  give  a  measure 
of  justice  to  that  person.  Other  Jus- 
tices equally  conservative  have  found 
a  way  to  do  that  in  any  number  of 
cases,  but  almost  never  does  this  Jus- 
tice find  a  way  to  do  that. 

So,  one  is  left,  I  think,  by  looking  at 
this  record  over  the  long  period  of 
time  of  saying  that  you  cannot  con- 
vince yourself— I  am  not  able  to  con- 
vince myself— that  he  believes  in  one 
standard  of  justice  equally  applied  for 
all  citizens  in  this  country.  And  if  he 
becomes  the  Chief  Justice  and  takes' 
on  that  enormously  elevated  position 
of  power,  influence,  responsibility,  and 
symbolism,  and  the  sjmnbolic  message 
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to  the  whole  country  is  this  is  the  best 
we  have,  this  is  the  person  who  is 
going  to  epitomize  equal  justice  under 
the  law  in  the  United  States.  I  can  see 
why  a  large  number  of  people  in  this 
country  who  are  knowledgeable  about 
the  background  and  the  facts  that 
relate  to  this  candidate  would  walk  by 
the  Supreme  Court  and  have  a  very 
bad  feeling  about  it,  that  it  was  a  con- 
tradiction, it  was  a  contradiction  about 
the  way  our  system  is  supposed  to 
work,  it  is  a  contradiction  about  the 
way  we  say  our  system  will  work,  and 
in  fact  we  have  put  someone  there 
whose  entire  history  is  contrary  to  the 
notion  of  equal  justice  under  the  law. 

Frankly,  I  think  the  latest  examina- 
tion of  this  man's  record  is  compelling 
enough  that  he  ought  not  to  be  on  the 
Supreme  Court  at  all,  but  he  is  and 
that  cannot  be  changed,  but  I  find 
nothing  in  his  record,  absolutely  noth- 
ing in  his  record,  that  suggests  that  he 
meets  a  higher  standard  that  one 
would  hold  for  the  office  of  Chief  Jus- 
tice. I  find  no  distinguishing  charac- 
teristic that  would  say  across  the 
broad  sweep  of  our  society,  this  is  the 
one  individual  or  this  is  1  of  20,  or  1  of 
50,  or  1  of  100,  the  finest  ones  that  we 
can  find  to  come  in  and  be  the  Chief 
Justice  of  the  Supreme  Court  and  ad- 
minister the  Court  and  in  a  sense 
become  the  most  powerful  symbol  of 
what  justice  in  this  country  means  to 
rank  and  file  citizens. 

He  is  not  even  close  in  terms  of  that 
kind  of  standard  of  measurement.  In 
fact,  I  think  what  we  have  here  is  a 
choice  that  as  I  say  is  sad  and  discour- 
aging, but  I  think  more  than  that  it  is 
designed  to  create  a  lot  of  the  polariz- 
ing feeling  that  in  fact  has  been  cre- 
ated and  will  continue  to  be  created 
because  I  think  large  numbers  of 
people  in  this  country,  with  justifica- 
tion, will  feel  they  cannot  get  a  fair 
shake  out  of  this  man  in  this  Court  if 
he  is  running  it.  And  that  is  what  I 
think  based  on  the  record.  In  fact,  the 
way  I  see  the  Constitution  and  I  think 
the  bulk  of  the  people  of  this  country 
see  the  Constitution,  I  do  not  think  he 
is  fairminded  with  respect  to  equal 
standing  under  the  law,  and  I  worry 
about  a  young  person,  let  us  say  a 
young  black  person  living  in  this  town, 
standing  out  in  front  of  the  Supreme 
Court  chamber  and  looking  up  at  that 
magnificent  building  and  wondering  if 
he  or  she  is  going  to  get  the  same 
measure  of  justice  from  that  Supreme 
Court  that  everybody  else  in  th  society 
is  going  to  get. 

I  do  not  have  that  sense  of  confi- 
dence about  this  Justice  because  his 
entire  pattern  of  professional  conduct, 
history,  and  decisionmaking  is  to  the 
contrary,  that  there  will  not  be  one 
nice  even  level  standard  out  there  but 
in  fact  we  will  have  something  far  dif- 
ferent than  that.  We  will  have  two 
standards  of  justice.  Those  who  are  in 
circiunstances  where  they   have   the 


ability  to  go  out  and  hire  the  top  law- 
yers, and  so  forth,  will  get  one  kind  of 
treatment,  and  the  other  people  can 
essentially  fend  for  themselves. 

I  do  not  believe  in  that.  I  do  not  be- 
lieve that  is  what  our  Supreme  Court 
is  all  about.  I  do  not  believe  that  is 
what  our  system  is  about. 

So  in  a  sense,  this  choice,  made  as  it 
was  late  in  the  year,  I  think  was  delib- 
erate to  rush  the  proceedings,  to 
squeeze  us  up  against  the  closing  of 
the  session  of  Congress,  to  not  run  the 
risk  of  the  Democrats  taking  control 
of  the  Senate  and  running  the  Judici- 
ary Committee  so  that  if  this  appoint- 
ment were  to  come  next  year  we  would 
have  a  far  more  searching  inquiry,  and 
a  feeling  that  it  ought  to  be  avoided  at 
all  costs.  So  we  get  the  timing  of  this 
situation  coming  now  where  we  have 
been  forced.  I  think,  to  move  much 
faster  than  prudence  would  dictate  we 
ought  to  move  on  an  appointment  of 
this  importance  and  a  record  that  I 
think  is  as  questionable  and  I  think  is 
sad  in  so  many  respects  as  this  is. 

I  will  just  say  one  or  two  other 
things  and  then  I  will  yield  the  floor. 

Some  make  the  point  that  the  Presi- 
dent of  the  United  States  ought  to  be 
able  to  name  anyone  he  wants  to  any 
job  that  is  within  his  power  of  ap- 
pointment. Under  the  strictures  of  the 
law.  I  suppose  that  is  right.  He  can 
send  up  any  nomination  that  he 
wishes. 

But  the  reason  we  go  through  this 
process  is  because  our  ability  to  advise 
and  consent  requires  us  to  make  an  af- 
firming judgment.  He  does  not  make 
that  decision  by  himself.  He  has  to 
make  that  decision  in  concert  with  the 
United  States  Senate. 

The  Senate  can,  if  it  chooses,  decide 
that  it  is  a  bad  choice  and  turn  it 
down. 

I  think  you  will  see  today  when  the 
final  votes  are  cast  there  is  a  very  sub- 
stantial number  of  people  in  this  body 
who  are  disturbed  enough  by  this 
nomination  that  they  intend  to  vote 
against  it  and  will  vote  against  it.  I 
think  when  you  are  talking  about  a 
third  branch  of  Government,  the  judi- 
cial system,  the  highest  ranking  posi- 
tion, the  independent  branch  of  Gov- 
ernment, the  President  is  not  auto- 
matically entitled  to  his  appointments 
necessarily,  and  even  brings  into  ques- 
tion the  independence  of  that  third 
branch  of  Government.  He  has  the 
right  to  appoint  but  we  have  the 
equally  proper  right  to  assess  that 
nominee  and  to  make  the  judgment  as 
to  whether  that  nominee  measures  up 
or  not. 

This  nominee  does  not  measure  up. 
This  nominee  does  not  inspire  the 
kind  of  feeling  across  this  country 
about  our  system  of  justice  and  how  it 
works  that  we  ought  to  have  coming 
from  the  person  who  is  the  Chief  Jus- 
tice. This  nomination  falls  far  short  of 


that.  It  is,  as  I  say,  a  disappointing 
one. 

I  guess  my  final  thought  is  this  to 
the  people  of  the  country.  Assuming 
that  this  nomination  is  confirmed 
today,  and  it  looks  as  if  the  votes  are 
there,  I  am  sorry  to  say,  we  may  go 
through  a  period  of  great  difficulty  in 
terms  of  the  pattern  of  decisions  that 
we  see  coming  from  the  Supreme 
Court  because  the  Chief  Justice  does 
have  an  extra  measure  of  power  by 
virtue  of  the  uniqueness  of  that  posi- 
tion. We  may  see  a  period  where  im- 
fortunate  decisions  are  forthcoming, 
that  injure  people  in  this  country  and 
injure  our  ability  to  provide  equal  jus- 
tice under  the  law. 

If  so,  we  are  going  to  have  to  get 
through  that  period.  We  are  going  to 
have  to  get  through  it  as  best  we  can, 
and  I  think  we  can.  But  it  is  wrong  to 
have  this  imposed  upon  the  country. 
The  President  has  made  a  serious 
error  of  judgment  here  and  we  ought 
not  to  compound  it  by  confirming  this 
nominee. 

Mr.  President,  I  yield  the  floor. 

Mr.  HATCH.  Mr.  President,  I  have 
heard  a  lot  of  remarks  about  Mr.  Jus- 
tice Rehnquist  from  the  begiiming  of 
his  announced  nomination  by  the 
President  to  this  very  instant.  Most  of 
the  criticisms  of  Justice  Rehnquist 
have  been  effectively  rebutted  before. 

I  have,  however,  been  curiously  in- 
trigued by  much  of  what  the  distin- 
guished Senator  from  Michigan  has 
said,  from  calling  him  a  mastermind  in 
the  voter  challenging  approach  to 
saying  that  had  the  Democrats  been  in 
control  of  the  Senate  this  inquiry 
would  have  been  much  more  searching 
and  much  more  in  detail,  and  all  the 
other  comments  in  between. 

You  know,  sometimes  I  do  not  think 
this  is  a  nomination  proceeding.  I 
would  call  it  a  "Rehnquisition,"  be- 
cause of  the,  I  think,  intemperate  re- 
marks which  have  been  made,  some  of 
the  inaccurate  remarks  that  have  been 
made,  the  distortions  that  have  been 
made,  the  misrepresentations  that 
have  been  made,  the,  I  think,  distor- 
tion of  his  written  opinions  and  of  his 
actual  approaches  that  he  has  taken 
since  he  has  been  on  the  bench.  And 
they  have  all  effectively  been  rebut- 
ted. 

How  much  more  searching  could  this 
"Rehnquisition"  have  been?  I  cannot 
imagine.  I  said  the  last  time  I  was  on 
the  floor,  some  of  these  people  have 
left  no  stone  unthrown.  They  have 
done  everything  they  can  to  destroy 
this  man's  reputation.  And  I  think 
they  have  done  it  in  some  of  the  most 
heinous  of  ways. 

Let  me  just  move  to  one  aspect  of  it. 
Critics  of  Justice  Rehnquist— and  the 
prior  speakers  have  been  no  exception 
to  this— have  relied  heavily  on  a  letter 
from  Prof.  Geoffrey  Hazard  to  main- 
tain that  the  Justice  should  have  re- 
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cused  himself  in  the  Laird  versus 
Tatum  case.  The  entire  theory  stated 
in  Professor  Hazard's  letter  has  no 
basis  in  the  law  or  the  ethics  standards 
as  they  existed  in  1972. 

In  earlier  remarks,  I  have  examined 
28  H.S.C.  455  which  would  have  re- 
quired Justice  Rehnquist  to  recuse 
himself  if  he  had  been  "of  counsel  •  *  * 
a  material  witness  •  •  *  or  had  a  sub- 
stantial interest."  He  had  no  financial 
interest,  was  not  involved  even  in  an 
advisory  role  in  the  preparation  of  the 
Laird  case  while  at  the  Department  of 
Justice,  and,  of  course,  was  not  a  mate- 
rial witness  in  the  case.  He  did  not 
commit  any  legal  violation,  nor  did  he 
participate  directly. 

Professor  Hazard,  however,  sugests 
that  the  ethical  standards  of  1972 
should  have  caused  him  to  recuse  him- 
self. This  opinion  has  little,  if  any, 
foundation  in  the  ABA  standards  of 
that  time.  Rather  than  repeat  the 
entire  text  of  the  ethical  standard  on 
disqualification,  I  will  read  its  primary 
requirements: 

A  judge  should  disqualify  himself  in  a  pro- 
ceeding which  his  impartiality  might  rea- 
sonably be  questioned,  including  but  not 
limited  to  instances  where:  (A)  he  has  a  per- 
sonal bias  or  prejudice  . . . 

No  evidence  of  that. 

Or  a  personal  Icnowledge  of  disputed  evi- 
dentiary facts ...  ' 

No  evidence  of  that  here. 

(B)  He  served  as  a  lawyer  in  the  matter  in 
controversy  . . . 

No  evidence  of  that  here. 

Or  has  been  material  witness  concerning 
it. 

No  evidence  of  that. 

Now,  Justice  Rehnquist,  as  has  been 
discussed  many  times,  had  no  personal 
knowledge  of  the  disputed  facts, 
namely  the  Army's  actual  informa- 
tion-gathering activities.  Moreover,  as 
I  have  stated,  he  told  Senator  Ervin 
that  he  had  no  personal  knowledge  of 
those  facts  in  1971  four  times. 

Why  can  he  not  be  believed  by  our 
colleagues?  Why  can  they  not  respect 
this  man?  Why  can  they  not  treat  him 
as  an  ordinary  hiunan  being?  Why  can 
they  not  treat  as  an  exceptional 
human  being,  which  he  is? 

That  hearing  by  Senator  Ervin  is  the 
same  hearing  that  critics  rely  on  as 
evidence  of  his  personal  knowledge. 
When  are  people  going  to  start  being 
fair?  When  they  are  going  to  stop  dis- 
torting this  record? 

Justice  Rehnquist  was  not  a  lawyer 
at  any  stage  of  the  Laird  proceedings. 
In  fact,  he  recused  himself  in  numer- 
ous other  cases  when  he  had  had 
merely  an  advisory  role  while  at  the 
department  of  Justice.  He  was  not 
even  an  advisor,  let  alone  the  attorney, 
in  the  Laird  case.  When  he  was  advis- 
er, he  rectised  himself.  Hazard  says 
that  the  Justice  should  have  recused 
himself  "unless  he  was  not  in  fact  in- 
volved in  the  matter  when  it  was  in 


the  Office  of  Legal  Counsel."  He 
quickly  concludes,  without  further  in- 
vestigation, that  this  would  be  "im- 
plausible" and  declares  that  "the  cir- 
cumstances suggest  that  Mr.  Rehn- 
quist was  personally  and  substantially 
involved"  in  formulating  policy.  The 
record,  however,  indicates  otherwise. 

I  do  not  know  where  Mr.  Hazard  got 
these  types  of  feelings  but  he  does  not 
have,  it  seems  to  me,  much  knowledge 
about  what  went  on  nor  has  he  given 
the  Justice  even  the  bare  courtesies  of 
looking  at  what  he  has  had  to  say  in 
the  past. 

The  "key"  1-page  transmittal  memo- 
randum for  the  1969  policy  indicates 
that  it  was  prepared  by  staff  for  Jus- 
tice Rehnquist's  signature.  Moreover, 
the  entire  12-page  draft  memo  only  in- 
cludes one  paragraph  on  Army  surveil- 
lance—the entire  12-page  draft. 
Where,  then,  does  Mr.  Hazard  find  his 
"personal  and  substantial  involve- 
ment"? Justice  Rehnquist's  explana- 
tion seems  much  more  logical  and  he 
should  be  believed  over  some  law  pro- 
fessor who  injects  himself  into  this  at 
the  last  minute  after  15  years. 

The  Office  of  Legal  Counsel  devel- 
ops hundreds  of  policy  memos  every 
year— some  might  say  thousands  of 
them— most  of  which  are  highly  im- 
portant. If  anything  is  implausible,  it 
is  the  assumption  that  Mr.  Rehnquist 
simply  must  have  "personal  and  sub- 
stantial involvement"  in  all  of  these 
memoranda. 

I  challenge  any  Senator  here  to  re- 
member all  the  memoranda  that 
comes  through  his  office  in  a  week,  let 
alone  over  a  period  of  time  like  this. 

I  might  add,  otherwise.  Mr.  Hazard 
has  no  independent  basis  for  conclud- 
ing that  the  Justice  devoted  himself  to 
this  particular  policy  enterprise. 

Finally,  the  Justice  was  not  a  mate- 
rial witness  in  the  case.  Moreover,  he 
did  not  have  sufficient  knowledge  of 
the  disputed  evidentiary  facts  to  serve 
as  a  witness.  The  facts  are  simply  not 
what  Professor  Hazard  assiunes.  Let  us 
look  now  at  the  ethical  standard  itself. 
Professor  Hazard  stretches  to  find 
within  this  ethical  code  some  failing 
on  Justice  Rehnquist's  part.  He  bases 
his  opinion  on  the  notion  that  if  Jus- 
tice Rehnquist  was  involved  in  the 
"transaction  out  of  which  the  case 
arose"  he  was  somehow  the  equivalent 
of  the  attorney  in  the  case.  If  this 
were  the  case,  no  attorney  at  the  De- 
partment of  Justice  could  ever  be 
placed  on  the  bench  because  they 
would  have  to  recuse  themselves  in 
himdreds  of  cases.  The  ethical  stand- 
ard says  nothing  about  relationship  to 
a  policymaking  process  as  being  the 
equivalent  of  relationship  to  the  case 
itself.  It  is  not  in  the  ethics  standard 
that  involvement  with  policymaking 
or.  to  use  the  overly  broad  and  vague 
terms  of  Professor  Hazard,  with  "the 
transaction"  requires  disqualification. 
The  ethics  code  speaks  of  the  "pro- 


ceeding," meaning  in  this  context  the 
judicial  proceeding  or  the  case,  it  does 
not  speak  of  a  broader  notion  of 
"transactions." 

In  fact,  Mr.  Hazard's  statement  of 
the  law  in  his  letter  is  clearly  incom- 
plete in  this  exact  question.  The  pro- 
fessor quotes  the  following  passage 
from  a  law  review  article  written  in 
1970: 

Justices  disqualify  in  Government  cases 
which  they  have  been  directly  involved  in 
some  fashion  in  the  particular  matter,  and 
not  otherwise. 

Professor  Hazard  omits,  however,  a 
later  sentence  from  the  same  para- 
graph of  that  article.  Let  me  read 
that. 

More  important,  Justices  who  have  come 
from  the  Government  do  not  disqualify 
merely  because  the  particular  matter  in- 
volves a  policy  which,  when  in  the  Govern- 
ment, they  may  have  helped  to  form. 

This  omission  is  particularly  puz- 
zling when  Professor  Hazard  himself 
states  that  this  article  "correctly  sum- 
marizes the  law  of  disqualification  as 
it  then  stood."  In  fact,  I  think  this 
omission  has  the  appearance  of  an 
ethical  violation  on  the  part  of  Profes- 
sor Hazard.  It  may  be  an  ethical  viola- 
tion itself  to  distort  what  really  hap- 
pened and  what  the  law  really  was. 
This  professor  has  left  out  the  part  of 
the  law  that  completely  justifies  the 
Justice's  conduct. 

In  short.  Professor  Hazard  jumps  to 
the  conclusion  that  Justice  Rehnquist 
was  "personally  and  substantially  in- 
volved" in  the  policymaking  at  the 
Justice  Department  related  to  Laird. 
Now,  the  facts  not  only  appear  to  be 
contrary,  they  are  contrary.  And  any 
fair  and  reasonable  review  of  them 
would  have  to  be  concluded  in  the  Jus- 
tice's favor.  Specifically,  what  little 
work  was  done  on  the  issue  at  the  De- 
partment seems  to  have  been  done  by 
a  staff  attorney,  not  Justice  Rehn- 
quist. Moreover,  even  if  he  were  in- 
volved in  the  policymaking  process, 
the  ethical  code  of  1972  simply  did  not 
require  disqualification  for  policymak- 
ing activity. 

Now,  this  is  just  typical  of  what  we 
have  been  going  through  for  weeks 
here  since  the  nomination  of  Mr.  Jus- 
tice Rehnquist  to  this  elevated  posi- 
tion. It  is  very  disturbing  to  me.  be- 
cause I  believe  that  even  though  we 
may  be  partisans  on  this  floor  from 
time  to  time  there  is  a  limit  beyond 
which  partisanship  should  not  go. 

I  do  not  think  that  this  should  be  an 
imposition.  I  do  think  it  is  legitimate 
to  raise  legitimate  arguments.  But  I 
think  every  one  of  those  has  been 
more  than  refuted.  I  think  those  that 
some  might  feel  are  not  fully  rebutted, 
if  they  give  this  Justice  the  benefit  of 
the  doubt  in  the  slightest  sense,  will 
have  to  go  with  Justice  Rehnquist  on 
every  one  of  them. 
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You  could  spend  hours  on  this  dis- 
cussing the  distortions,  the  misrepre- 
sentations, and  the  cloudings  that 
have  really  occurred,  not  only 
throughout  the  hearings  but  also 
throughout  the  floor  debate  on  this 
matter.  I  suspect  if  we  had  the  time, 
and  we  have  I  think  covered  most  of 
them  and  I  have  no  doubt  in  my  mind 
we  have  covered  all  of  the  arguments 
that  really  need  to  be  covered  with 
regard  to  the  remarks  of  the  distin- 
guished Senator  from  Michigan. 

You  know,  the  word  "Rehnquisi- 
tion"  is  not  too  far  out  of  place  here  as 
I  stop  and  think  about  it  because  that 
is  what  it  should  be.  I  think  it  is  time 
to  bring  it  to  an  end.  I  hope  all  of  our 
colleagues  will  vote  for  cloture  today, 
at  least  the  vast  majority  of  them,  and 
then  fight  for  this  man  who  has  spent 
15  years  of  his  life  serving  the  public, 
and  who  has  the  confidence  of  the 
American  Bar  Association  and  so 
many  people  who  really  do  not  agree 
with  him  philosophically  but  at  least 
admit  he  is  a  great  Supreme  Court 
Justice.  And  he  has  done  a  great  job 
since  he  has  been  on  the  Court. 

Mr.  President,  how  much  time  do  we 
have  left  on  this,  our  side? 

The  PRESIDING  OFFICER.  The 
Senator  has  24  minutes  and  10  sec- 
onds. 

Mr.  HATCH.  I  yield  the  floor  and  re- 
serve the  balance  of  my  time. 

The  PRESIDING  OFFICER.  Who 
yield  time? 

Mr.  MOYNIHAN  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  York. 

Mr.  MOYNIHAN.  Mr.  President,  the 
managers  on  the  matter  of  nomination 
on  our  side  of  the  aisle  are  not 
present,  and  might  I  inquire  on  their 
behalf  whether  time  will  run  against 
this  side— their  side— in  the  absence  of 
someone  speaking,  or  can  we  suggest 
the  absence  of  a  quorum  and  put  that 
matter  at  a  close  to  conserve  the  time 
remaining  which  can  only  be  approxi- 
mately 11  minutes? 

The  PRESIDING  OFFICER.  The 
Senator  does  not  control  the  time.  So 
he  has  no  right  to  suggest  the  absence 
of  a  quonmi. 

Mr.  MOYNIHAN.  Mr.  President,  I 
believe  a  Senator  has  a  right  to  sug- 
gest the  absence  of  a  quorum  regard- 
less of  the  position  witli  respect  to 

The  PRESIDING  OFFICER.  Not 
when  time  is  under  control  of  specified 
Senators.  And  the  Senator  from  New 
York  is  not  one  of  those  who  controls 
the  time. 

Mr.  MOYNIHAN.  Mr.  President,  out 
of  curiosity,  I  suggest  the  absence  of  a 
quorum. 

The  PRESIDING  OFFICER.  The 
Senator  does  not  have  that  right.  That 
request  would  take  a  unanimous  con- 
sent to  do  so. 


Mr.  MOYNIHAN.  Mr.  President,  I 
ask  unanimous  consent  that  I  may 
suggest  the  absence  of  a  quorum. 

Mr.  HATCH.  Mr.  President,  reserv- 
ing the  right  to  object,  if  that  will  be 
charged  to  the  other  side,  we  would 
have  no  objection.  However,  we  are 
prepared  to  debate. 

Mr.  DODD.  Mr.  President,  will  the 
Senator  use  the  microphone?  I  cannot 
hear. 

Mr.  HATCH.  Excuse  me. 

We  are  prepared  to  debate.  We  are 
prepared  to  answer  any  questions.  If 
that  time  will  be  charged  to  the  other 
side,  we  have  no  objection.  I  really  do 
not  have  any  objection  anyway. 

Mr.  MOYNIHAN.  I  am  next  in  line. 
I  have  an  address  that  will  take  exact- 
ly the  time  remaining.  I  do  not  want 
to  do  that. 

Mr.  HATCH.  Mr.  President,  I  will  be 
happy  to  lend  some  of  our  time  to  the 
Senator  from  New  York. 

Mr.  MOYNIHAN.  Will  the  Senator 
yield  10  minutes  to  the  Senator  from 
New  York? 

Mr.  HATCH.  I  will  be  delighted  to 
yield  10  minutes  to  the  distinguished 
Senator  from  New  York.  Will  that 
solve  the  problem? 

Mr.  MOYNIHAN  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  York. 

Mr.  MOYNIHAN.  I  thank  always 
the  accommodating  and  distinguished 
friend  who  so  graces  this  Chamber  by 
his  personal  manner  as  well  as  by  his 
substantive  positions. 

Of  the  many  memorials  received  by 
the  Senate  with  respect  to  the  nomi- 
nation of  Mr.  Justice  Rehnquist  as 
Chief  Justice  of  the  Supreme  Court,  I 
found  especially  compelling  one  that 
came  from  a  group  of  law  professors 
which  asserted  that  the  "conscience- 
searching  questions"  raised  by  the 
nomination 

are  matters  that  every  Senator  must,  in  fi- 
delity, decide  upon  alone  in  a  quite  place 
and  time,  away  from  the  political  arena. 

This  appeared  to  me  to  be  counsel.  I 
understook  to  follow  it,  have  done,  and 
have  now  reached  a  judgment. 

May  I  first  state  my  understanding 
of  the  duty  of  the  Senate  in  the 
matter  before  us.  Along  with  any 
number  of  Senators  I  have  more  than 
once  stated  that  in  exercising  its 
power  of  confirmation  the  Senate 
should  show  a  certain  deference  to  the 
wishes  of  the  President  in  constituting 
his  Cabinet,  and  generally  speaking 
choosing  his  advisers.  Whatever  their 
disposition  in  policy  matters,  once  in 
office  their  actions  can  only  be  the  ac- 
tions of  the  President,  and  within  the 
bounds  of  law,  the  President  is  enti- 
tled, indeed  is  expected,  to  act  as  he 
thinks  best.  Congress  has  the  same 
right  and  responsibility. 

This  practice,  generally  followed,  is 
no  more,  and  no  less,  than  a  commen- 
sensical  accommodation  to  the  system 


of  checks  and  balances  built  into  our 
constitutional  arrangements  which 
keep  us  ever  aware  of  the  peril  of 
stalemate. 

With  respect  to  Supreme  Court 
nominations,  however,  wholly  differ- 
ent standards  apply.  Here  the  Presi- 
dent and  the  Senate  are  jointly  consti- 
tuting the  third  branch  of  the  Nation- 
al Government,  which  is  to  say  the 
Court.  Here  again  a  measure  of  accom- 
modation is  prudent.  I  would  like  to 
think  I  am  mindful  of  the  President's 
preferences.  I  would  like  to  think  he  is 
mindful  of  mine.  But  that  is  a  consid- 
eration that  precedes  more  than  fol- 
lows an  actual  nomination.  Once 
before  us  the  Senate  must  act  entirely 
as  it  thinks  best. 

This  elemental  duty  was,  if  any- 
thing, painfully  clear  to  the  fourth 
Congress  which  rejected  George 
Washington's  second  nominee  for 
Chief  Justice.  (This  position  which  is 
mentioned  in  article  1,  section  3  of  the 
Constitution,  but  was  not  actually  cre- 
ated until  the  Judiciary  Act  of  1789.) 

In  the  19th  century  more  than  one 
Supreme  Court  nomination  in  four 
was  rejected  by  the  Senate.  This  ratio 
has  been  much  lower  in  this  century, 
but  even  so  it  is  not  uncommon  for 
nominations  to  fail,  and  widely  agreed 
that  this  is  to  be  expected  from  time 
to  time  as  Presidential  views  come  into 
conflict  with  those  of  Senate  majori- 
ties. In  an  article  in  the  Harvard  Law 
Record  of  October  8,  1959,  Mr.  Justice 
Rehnquist,  then  of  course  in  private 
practice,  concluded: 

It  is  high  time  that  those  critical  of  the 
present  Court  recognize  with  the  late 
Charles  Evans  Hughes  that  for  one  hundred 
seventy-five  years  the  constitution  has  been 
what  the  judges  say  it  is.  If  greater  judicial 
self-restraint  is  desired,  or  a  different  inter- 
pretation of  the  phrases  "due  process  of 
law"  or  "equal  protection  of  the  law",  then 
men  sympathetic  to  such  desires  must  sit 
upon  the  high  court.  The  only  way  for  the 
Senate  to  learn  of  these  sympathies  is  to 
"inquire  of  men  on  their  way  to  the  Su- 
preme Court  something  of  their  views  on 
these  questions." 

What  then  are  my  views  in  this 
matter.  They  are  not  complicated.  Nor 
do  they  rest  on  exclusively  legal  con- 
siderations. Rather  they  go  to  the 
matter  of  "sympathies"— Mr.  Justice 
Rehnquist's  term,  and  a  perfectly  sen- 
sible one. 

His  critics,  and  I  now  join  them, 
have  drawn  attention  to  an  extended 
series  of  cases  decided  during  his  now 
extended  service  as  an  Associate  Jus- 
tice in  which  he  has  taken  the  most 
restrictive  view  of  claims  for  equality 
of  treatment  advanced  by  individuals 
or  groups  claiming  to  have  been  dis- 
criminated against  or  other  forms  of 
unequal  treatment.  Mr.  Justice  Rehn- 
quist has  notably  associated  himself 
with  resistance  to  the  principle  of  in- 
corporation under  which  the  Civil  War 
amendments,  as  they  are  known,  are 
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judged  to  have  extended  the  guaran- 
tees of  the  Bill  of  Rights  to  State  gov- 
ernments, restraining  them  in  the 
same  manner  the  Federal  Government 
Is  restrained. 

I  would  offer  the  thought  that  over 
the  now  near  two-century  experience 
of  constitutional  government  in  the 
United  States  we  have  seen  a  persist- 
ent tension,  at  times  almost  a  competi- 
tion between  the  ideals  of  liberty  on 
the  one  hand  and  equality  on  the 
other.  In  this  competition  liberty 
began  with  a  distinct  advantage.  The 
word  is  enshrined  in  the  very  pream- 
ble to  the  Constitution  which  under- 
takes to 

secure  the  blessing  of  liberty  to  ourselves 
and  our  posterity. .  .  . 

By  contrast,  the  word  equality  is  no- 
where to  be  found  in  the  Constitution: 
not  in  the  original  text,  not  in  the 
amendments. 

We  need  not  apologize  for  this.  In 
the  history  of  political  ideas,  liberty 
appears  well  before  equality,  and  it  is 
not  difficult  to  show  that  it  was  in  the 
setting  of  political  liberty  that  the 
claims  for  equality  gained  attention 
and  adherence.  This  was  elementally 
the  case  as  we  moved  toward  manhood 
suffrage.  How  could  the  claims  of  lib- 
erty be  met  if  some  men  could  vote 
and  others  could  not?  The  principle  of 
manhood  suffrage  was  secured  by  the 
Jacksonians  in  the  1830's,  and  just  as 
promptly  advanced  on  behalf  of 
women  by  the  Ladies  of  Seneca  Palls 
in  the  decade  that  followed.  A  great 
civil  war  was  required  to  secure  a 
claim  for  black  Americans,  but  that 
too  was  done. 

Matters  hardly  ended  there.  Great 
struggles  ensued  as  the  idea  of  citizen- 
ship expanded  beyond  elemental  free- 
doms to  positive  entitlements.  The 
United  States  is  not  alone  in  this 
regard.  Other  democracies  have  fol- 
lowed much  the  same  pattern.  And 
other  democracies  have  also  experi- 
enced the  tension  between  the  claims 
of  liberty  and  the  claims  of  equality 
that  abound  in  our  polity. 

There  is  a  tension  between  these  two 
ideals,  but  no  contradiction.  We  are 
not  required  to  choose  one  or  the 
other.  Americans  are  accustomed  to 
speaking  of  competition  as  healthy, 
and  surely  this  is  such  a  case.  And  it 
will  remain  healthy  so  long  as  both 
claims  are  seen  as  legitimate  and  en- 
sured a  hearing. 

More  than  any  one  thing,  this  is 
what  the  Supreme  Court  does.  Brown 
versus  Board  of  Education  (1954),  far 
the  most  important  and  celebrated  of 
its  decisions  in  this  century,  had  to  do 
with  the  fimdamentally  necessary  de- 
cision that  separate  education  facili- 
ties could  never  be  equal.  But 
throughout  the  century  the  Court  has 
been  dealing  with  issues  of  legislation 
and  mass  organization  that  arise  from 
demands  for  equality  of  treatment. 
Sometimes  reluctantly,  sometimes  en- 


thusiastically, but  always,  in  time, 
near  to  unanimously  the  Court  has 
come  through.  Liberty  has  been  se- 
cured but  equality  has  advanced. 

I  cannot  say  and  do  not  say  that  this 
advance  would  be  put  in  jeopardy  by 
Mr.  Justice  Rehnquist's  appointment 
as  Chief  Justice. 

The  PRESIDING  OFFICER.  The 
Senator  has  used  the  10  minutes  of 
time  allotted  to  him. 

Mr.  MOYNIHAN.  Mr.  President,  I 
ask  for  30  seconds. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  THURMOND.  Mr.  President,  we 
do  not  have  the  time  to  spare.  We  will 
try  to  give  the  Senator  30  "seconds.  I 
yield  30  seconds. 

Mr.  MOYNIHAN.  I  thank  the  distin- 
guished chairman. 

Speaking  of  Mr.  Justice  Rehnquist, 
his  willingness  to  accept  the  position 
indicates  a  willingness  to  seek  out  con- 
sensus in  the  manner  a  Chief  Justice 
must  do.  Even  so  it  may  not  be  gain- 
said that  significant  groups  within  our 
society  see  the  matter  otherwise.  They 
see  principles  put  in  jeopardy,  matters 
involving  liberty  no  less  than  equality, 
which  were  thought  to  be  settled.  This 
is  necessarily  and  unavoidably  unset- 
tling to  them.  And  in  my  view  they  are 
right.  This  was  not  necessary.  Any 
number  of  sitting  Justices  might  have 
been  chosen  whose  nomination  would 
have  been  unanimously  acclaimed. 
Other  sympathies  were  deferred  to  by 
the  choice  bi  Mr.  Justice  Rehnquist. 
These  are  not  my  sympathies.  I  will 
accordingly  vote  against  the  nomina- 
tion. 

The  PRESIDING  OFFICER.  The 
Senator's  time  has  expired. 

Mr.  BIDEN.  Mr.  President,  how 
much  time  does  the  minority  have,  the 

opponents?  

The  PRESIDING  OFFICER.  The 
minority  has  8  minutes,  55  seconds. 

Mr.  BIDEN.  I  yield  3  minutes  to  my 
colleague  from— and  he  is  going  to  be 
exasperated  by  my  only  yielding  him  3 
minutes,  unless  he  wants  to  have  a 
fight  in  the  Cloakroom  with  the  Sena- 
tor from  Kentucky  and  the  Senator 
from  Massachusetts.  I  yield  him  3 
minutes. 

The  PRESIDING  OFFICER.  The 
Senator  from  Vermont. 

Mr.  LEAHY.  Mr.  President,  the 
nomination  of  an  individual  to  be 
Chief  Justice  of  the  United  States  is 
probably  the  most  important  nomina- 
tion a  Senator  could  consider.  It  is  a 
duty  we  should  carry  out  with  the 
same  solemnity  that  we  give  to  our 
oath  of  office.  I  have  given  the  nomi- 
nation to  Justice  William  Rehnquist 
my  closest  scrutiny  and  my  most  care- 
ful consideration.  I  have  cast  my  vote 
in  the  Judiciary  Committee  against 
him.  I  did  so  with  some  personal 
regret  because  I  know  Justice  Rehn- 
quist and  I  have  high  regard  for  him.  I 
could  spell  out  a  number  of  the  rea- 


sons for  it  but  I  would  like  to  go  to 
one.  In  my  views,  submitted  as  part  of 
the  minority  report  to  Justice  Rehn- 
quist's nomination,  I  set  out  the  facts 
in  the  Laird  versus  Tatimi  case  and  I 
explained  the  facts  and  the  basis  for 

my  opposition  to 

Mr.  BIDEN.  Will  the  Senator  yield 
for  a  moment?  I  ask  unanimous  con- 
sent that  we  extend  the  time  of  the 
cloture  vote  for  15  minutes  to  be 
equally  divided. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  request? 

Mr.  THURMOND.  Mr.  President,  I 
reserve  the  right  to  object.  I  would  not 
give  an  answer  until  the  majority 
leader  has  come  to  the  floor  and  ap- 
proved it. 

Mr.    BIDEN.    I    apologize    for    the 
interruption.   I  thought  I  could  get 
more  time.  I  beg  the  Senator's  pardon. 
Mr.  LEAHY.  Do  I  have  any  time  re- 
maining. Mr.  President? 

The  PRESIDING  OFFICER.  One 
minute  and  ten  seconds. 

Mr.  LEAHY.  Mr.  President,  I  yield 
back  the  time  to  the  distinguished 
ranking  member.  To  go  through  and 
make  any  kind  of  sense  out  of  Laird 
versus  Tatum  in  a  minute  and  a  quar- 
ter would  be  a  charade  and  a  mockery. 

I  will  not  do  it.  

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  BIDEN.  Mr.  President,  I  yield  3 
minutes  to  the  Seantor  from  Massa- 
chusetts.   

The  PRESIDING  OFFICER.  The 
Senator  from  Massachusetts. 

Mr.  KERRY.  Mr.  President,  I  ask 
unanimous  consent  that  I  be  permit- 
ted to  make  an  inquiry  which  will  not 

come  out  of  our  time. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  request? 

Mr.  THURMOND.  Mr.  President, 
each  side  has  so  many  minutes;  they 
can  use  theirs,  we  can  use  ours. 

Mr.  KERRY.  Mr.  President,  I  would 
like  to  make  an  inquiry  about  time. 

Mr.  THURMOND.  The  Senator  can 
make  it  on  their  time,  if  he  wishes. 

The  PRESIDING  OFFICER.  An  ob- 
jection is  heard.  The  Senator  from 
Massachusetts  is  recognized. 

Mr.  KERRY.  Mr.  President,  it  is  my 
understanding  we  are  still  having  the 
cloture  vote  at  3  o'clock;  is  that  cor- 
rect? 

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 
Mr.  BIDEN.  The  Senator  is  correct. 
Mr.  KERRY.  Mr.  President,  I  will 
yield  my  time  back  to  the  distin- 
guished ranking  member  of  the  com- 
mittee and  reserve  my  opportunity  to 
speak  after  the  cloture  vote,  whatever 

the  outcome.  

The    PRESIDING    OFFICER.    The 
Senator  from  Delaware. 
Mr.  EXON  addressed  the  Chair. 
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Mr.  BIDEN.  Mr.  President.  I  told  the 
Senator  from  Connecticut  I  would 
yield  him  3  minutes. 

Mr.  DODD.  I  thank  the  Senator  for 
yielding. 

The  PRESIDING  OFFICER.  The 
Senator  from  Connecticut. 

Mr.  DODD.  Mr.  President.  I  would 
hope  that  there  may  be  an  extension 
of  the  time  for  the  cloture  vote  so  we 
may  have  more  than  3  minutes  to  ad- 
dress this  particular  issue. 

Mr.  President,  along  with  my  other 
colleagues.  I  have  given  this  matter  a 
great  deal  of  thought  over  the  last  sev- 
eral weeks;  I  have  read  intently  the 
transcript  of  the  hearings  of  the  Judi- 
ciary Committee;  and  I  have  listened 
with  a  great  deal  of  interest  to  the 
debate  on  this  floor.  As  you  can  see.  I 
have  waited  until  the  latter  part  of 
last  week  and  this  week  to  make  a 
formal  statement  with  regard  to  this 
nomination.  It  is  often  said  here  that 
votes  are  historic.  I  think  we  probably 
use  those  words  describing  matters 
that  come  before  this  body  with  too 
much  frequency  because,  in  fact,  there 
are  not  that  many  historic  votes  in  the 
course  of  a  given  legislative  year.  And 
yet,  certainly  I  do  not  think  anyone 
would  disagree,  given  the  few  and  rare 
occasions  on  which  we  as  a  body  have 
already  provided  our  advice  and  con- 
sent with  regard  to  Supreme  Court 
nominations,  and  even  fewer  when  we 
have  dealt  with  the  nomination  of 
someone  to  be  the  Chief  Justice  of  the 
United  States,  that  this  is  one  of  those 
rare  historic  occasions  that  occur  in 
the  history  of  this  country.  I.  there- 
fore, approach  this  occasion,  as  all  of 
my  colleagues  do,  with  a  great  deal  of 
seriousness  and  solemnity. 

Mr.  President,  I  feel  that  there  are 
some  basic  tests  we  all  ought  to  apply 
regarding  judicial  nominations— first, 
regarding  the  technical  and  legal 
skills,  as  well  as  the  character  of  the 
individual.  If  a  nominee  cannot  pass 
muster  on  those  two  tests,  then  we 
need  not  get  to  the  question  of  wheth- 
er or  not  the  nominee  embraces  and 
endorses  the  constitutional  principle 
of  equal  justice  and  liberty  for  all  or. 
In  the  case  of  a  nomination  for  Chief 
Justice,  whether  or  not  the  nominee 
has  the  ability  to  lead  the  Court  effec- 
tively and  with  the  great  degree  of 
compassion  and  understanding  that 
every  Chief  Justice  must  possess. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  vote  on  the  cloture 
motion  be  extended  until  3:15  with  the 
time  equally  divided  between  the  mi- 
nority and  the  majority. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  EXON.  Reserving  the  right  to 
object,  Mr.  President. 

Mr.  THURMOND.  I  reserve  the 
right  to  object.  I  will  have  to  object. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 
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Mr.  DODD.  Mr.  President,  if  I 
may 

The  PRESIDING  OFFICER.  The 
Senator  from  Connecticut. 

Mr.  DODD.  Mr.  President,  with 
regard  to  Justice  Rehnquist,  I  feel 
clearly  on  the  issue  of  technical  skills, 
as  has  been  said  over  and  over  again, 
he  passes  muster  on  that  point.  Mr. 
President,  I  see  that  my  time  has  ex- 
pired. I  will  finish  my  remarks  on  this 
nomination  after  the  vote  on  the  clo- 
ture petition  is  taken. 

The  PRESIDING  OFFICER.  The 
Senator's  time  has  expired.  Who  yields 
time? 

Mr.  EXON.  Mr.  President,  a  point  of 
inquiry? 

The  PRESIDING  OFFICER.  Who 
yields  for  the  purpose  of  an  inquiry  by 
the  Senator  from  Nebraska? 

Mr.  BIDEN.  If  it  is  less  than  30  sec- 
onds, I  yield. 

The  PRESIDING  OFFICER.  The 
Senator  from  Delaware. 

Mr.  BIDEN.  I  yield  for  the  purpose 
of  an  inquiry  for  30  seconds. 

The  PRESIDING  OFFICER.  The 
Senator  from  Nebraska. 

Mr.  EXON.  Mr.  President,  one  of 
the  problems  with  the  Senate  is  that 
when  we  have  blacks  and  whites  we 
cannot  get  time  for  those  of  us  who 
have  not  made  up  our  minds.  You 
cannot  get  any  time  unless  you  are  for 
or  against.  I  think  that  is  unfortunate. 
I  would  like  to  ask  unanimous  consent 
that  I  be  allowed  to  proceed  for  3  min- 
utes and  no  more  without  the  time 
being  charged  to  either  side. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  request? 

Mr.  THURMOND.  Mr.  President, 
personally,  I  would  like  to  accommo- 
date all  Senators.  We  are  under  re- 
strictive circumstances.  I  have  con- 
ferred with  the  leader.  I  will  have  to 
object. 

The  PRESIDING  OFFICER.  An  ob- 
jection is  heard. 

Mr.  THURMOND.  They  knew  how 
much  time  they  had,  we  knew  how 
much  time  we  had,  and  we  will  have  to 
restrict  ours  and  they  will  have  to  re- 
strict theirs. 

Mr.  EXON.  I  would  like  to  ask  the 
distinguished  chairman  of  the  commit- 
tee  

The  PRESIDING  OFFICER.  Who 
yields  time  to  the  Senator  from  Ne- 
braska? Who  yields  time? 

Mr.  BIDEN  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Delaware. 

Mr.  BIDEN.  How  much  time  re- 
mains under  the  control  of  the  Sena- 
tor from  Delaware? 

The  PRESIDING  OFFICER.  One 
minute,  forty  seconds. 

Mr.  BIDEN.  Mr.  President,  in  a 
moment  of  magnanimity,  I  will  yield 
to  the  man  who  is  probably  going  to 
vote  the  other  way,  but  I  yield  to  my 
colleague  from  Nebraska  since  I  have 
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no  time 
anyway. 

Mr.  EXON.  I  thank  my  friend  for 
the  consideration.  I  wish  it  was  shared 
by  the  other  side,  which  this  Senator 
was  probably  going  to  vote  for  until 
today.  I  am  going  to  vote  in  support  of 
this  side  of  the  aisle  on  this  matter.  I 
have  been  inclined  to  vote  for  this 
man  all  the  way  along  but  I  have  been 
listening  to  the  debate.  I  do  not  like 
the  ramrodding.  I  do  not  like  the  fact 
that  those  of  us  who  have  not  thor- 
oughly made  up  our  minds  cannot 
have  a  say.  The  reason  I  sought  time, 
Mr.  President,  to  explain  my  position 
a  little  further  was  that  I  do  not  be- 
lieve we  have  fully  explored  the 
matter  of  credibility  and  reliability  of 
the  nominee. 

I  do  not  know  how  I  am  going  to 
vote,  up  or  down,  when  this  comes  up. 
But  I  have  some  concerns  auid  consid- 
erations that  I  would  like  to  bring  to 
the  Senate  when  I  have  time  and 
when  we  can  get  off  of  this  kick  that 
right  or  wrong,  black  or  white,  you  do 
not  get  any  time.  It  is  wrong.  And  I  am 
somewhat  taken  aback  by  the  distin- 
guished chairman  of  the  Judiciary 
Committee,  the  main  ramrodder,  who 
would  not  even  allow  me  the  courtesy 
of  3  minutes.  I  thank  my  friend  from 
Delaware. 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  has  expired. 

Mr.  THURMOND.  Mr.  President,  in 
response  to  the  distinguished  Senator 
from  Nebraska,  my  good  friend,  I  want 
to  say  we  have  already  given  you  all  10 
minutes,  10 '/2  minutes  of  our  time. 

Mr.  EXON.  You  have  not  given  me 
any  of  your  time  and  I  want  the 
record  to  so  recognize.  When  you  say 
we,  because  I  am  a  Democrat  you 
assume  I  am  "we."  I  am  a  Member  of 
the  U.S.  Senate,  and  I  respectfully 
remind  the  President  pro  tempore  of 
that  fact. 

Mr.  THURMOND.  Mr.  President,  I 
just  want  to  say  that  the  agreement 
was  entered  into;  the  time  would  be 
equally  divided,  and  that  is  the  way  it 
has  been  handled.  The  leader  of  the 
Democrats,  my  good  friend,  the  rank- 
ing member  here,  was  handling  their 
time.  If  the  Senator  from  Nebraska 
wanted  time,  he  could  have  gotten  it 
from  him,  I  presume. 

Mr.  President,  I  want  to  say  in  the 
beginning  there  has  been  more  distor- 
tion, and  more  assertions  made  about 
this  nomination  without  foundation 
than  any  nomination  I  have  handled 
in  the  time  I  have  been  in  the  Senate. 
Who  is  this  man  we  are  talking  about? 
He  is  a  man  who  served  in  private 
practice  he  is  a  man  who  served  as  a 
clerk  to  a  Supreme  Court  Justice,  he  is 
a  man  who  was  first  undergraduate  in 
law  school,  he  is  a  man  who  has  been 
on  the  Supreme  Court  now  for  how 
long?  Fifteen  years.  Fifteen  years  on 
the  Supreme  Court. 
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Mr.  President,  what  do  some  of  the 
people  say  who  have  investigated  this 
man  carefully? 

The  American  Bar  Association's 
Standing  Committee  on  the  Federal 
Judiciary  found  Justice  Rehnquist  to 
be  well  qualified  and  so  informed  the 
Judiciary  Committee.  That  is  the 
highest  rating  the  American  Bar  can 
give.  They  rarely  give  the  highest 
rating.  They  generally  give  a  middle 
rating.  They  gave  this  man  the  high- 
est rating  they  could,  and  it  was  unani- 
mous. It  was  not  a  divided  opinion.  It 
was  a  unanimous  finding  in  granting 
the  highest  evaluation  possible. 

The  ABA  committee  interviewed  all 
the  current  Associate  Justices  of  the 
Supreme  Court.  How  did  they  feel,  his 
associates?  They  are  not  all  Republi- 
cans. Some  are  liberal,  way  out  in  left 
field.  They  all  said  that  they  thought 
this  man  would  be  fair  and  would 
make  a  good  Chief  Justice.  That  is 
what  the  members  of  the  Supreme 
Court  said,  the  people  he  has  sat  with 
for  15  years. 

What  about  Federal  and  State 
judges?  They  interviewed  a  lot  of  Fed- 
eral and  State  judges.  They  inter- 
viewed 180  Federal  and  State  judges. 
What  did  they  say?  They  said  he  is 
well  qualified,  and  they  endorsed  him. 
They  should  know.  They  describe  him 
as  a  true  scholar,  unbelievably  bril- 
liant, a  very  capable  individual  in 
every  respect.  He  enjoys  the  respect 
and  esteem  of  his  colleagues  on  the 
Court. 

What  about  some  practicing  attor- 
neys, those  who  have  tried  cases 
before  the  Supreme  Court,  those  who 
are  actively  practicing?  The  ABA  com- 
mittee interviewed  approximately  65 
practicing  attorneys  throughout  the 
United  States— not  in  one  area,  but  all 
over.  These  attorneys,  including  some 
who  disagree  with  him  politically  and 
philosophically,  spoke  of  warm  admi- 
ration for  him  and  described  him  as  a 
very  talented  man,  a  very  bright  and 
able  man,  always  well  prepared,  one 
who  brings  out  the  best  in  people  and 
will  facilitate  the  work  of  the  Court. 
That  is  what  the  practicing  attorneys 
said  about  him. 

Some  say  we  ought  to  listen  to  the 
deans  and  the  teachers  and  the  profes- 
sors. So  they  went  to  them  and  inter- 
viewed 50  deans  and  law  school  faculty 
members.  What  did  they  say  about 
him?  They  said  that  his  legal  analysis 
and  writing  ability  were  of  the  highest 
quality.  They  approved  him;  they  rec- 
ommended him. 

So,  Mr.  President,  here  you  have  the 
American  Bar,  which  did  a  very  care- 
ful investigation.  You  have  the  Su- 
preme Court  Justices,  his  colleagues 
on  the  Court.  One  hundred  eighty 
Federal  and  State  judges  were  inter- 
viewed. Very  capable  lawyers  all  over 
the  country  and  deans  and  faculty 
members  were  interviewed. 


They  went  further  and  examined 
200  opinions  Justice  Rehnquist  had 
written,  and  from  those  they  said  that 
his  writings  are  of  the  highest  quality. 

Are  you  going  to  rely  on  some  group 
here  that  is  against  him  because  they 
do  not  agree  with  his  philosophy,  or 
are  you  going  to  rely  on  some  group 
which  claims  he  is  discriminatory, 
when  the  preponderance  of  the  evi- 
dence shows  to  the  contrary?  On 
whom  are  you  going  to  rely  here? 

Let  us  go  back  a  little.  What  about  a 
former  Attorney  General  under  Presi- 
dent Carter,  Judge  Griffin  Bell?  What 
does  he  say  about  Justice  Rehnquist? 
He  said: 

I  think  he  has  to  be  tested  to  see  if  he  pos- 
sesses integrity,  ability,  leadership  capacity, 
intellectual  attainment,  and  good  health 
and  on  top  of  that,  I  would  want  to  be  cer- 
tain that  he  had  a  modicum  of  common 
sense.  It  seems  to  me  that  he  meets  all  of 
these  standards  and  the  President's  nomi- 
nee for  Chief  Justice  should  not  be  rejected. 
He  has  a  public  record  of  15  years  on  the 
Court,  and  I  think  his  record  supports  that 
same  conclusion.  Were  I  a  Senator,  I  would 
vote  to  confirm  Justice  Rehnquist  as  Chief 
Justice.  I  would  do  so  with  a  decided  view 
that  he  would  serve  our  Supreme  Court  and 
our  country  well. 

Mr.  President,  that  is  not  a  Republi- 
can. That  is  a  Democratic  Attorney 
General. 

What  about  Mr.  Erwin  Griswold, 
who  is  respected  by  everyone  who 
knows  lawyers?  He  was  Solicitor  Gen- 
eral under  President  Johnson.  He  said: 

.  .  .  becau.se  of  my  33  years  of  academic 
career,  I  have  been  quite  a  student  of  the 
Supreme  Court  over  the  past  good  many 
years,  including  the  current  Court.  I  have 
read  the  opinions.  I  think  Justice  Rehn- 
quists'  opinions  are  able,  lawyer-like,  impor- 
tant contributions  to  our  constitutional  and 
other  law.  In  my  opinion,  he  is  extremely 
well  qualified  to  be  Chief  Justice  .  .  . 

That  was  stated  by  Mr.  Erwin  Gris- 
wold, a  former  Solicitor  General  under 
President  Johnson. 

What  about  another  former  Attor- 
ney General,  William  French  Smith? 
Mr.  Smith  gave  a  glowing  opinion 
which  is  in  the  record.  He  said: 

He  has  made  an  impressive  and  important 
contribution  to  the  Court  and  will  certainly 
continue  to  do  so. 

What  about  Dean  Gerhard  Casper, 
of  the  University  of  Chicago  Law 
School?  He  gives  Justice  Rehnquist  a 
glowing  reconunendation.  He  said: 

Justice  Rehnquist,  in  terms  of  abilities, 
temperament,  and  administrative  experi- 
ence, is  well  qualified  to  take  on  these  tasks. 
I  have  known  Justice  Rehnquist  personally 
for  about  7  years  and  I  have  been  greatly 
impressed  by  his  capacity  to*  deal  with 
people  and  problems  in  a  low-keyed,  friend- 
ly, and  effective  manner.  Justice  Rehnquist 
is  well  versed  in  the  institutional  history  of 
the  Supreme  Court  and  cares  about  the 
Court  s  role  in  American  life.  While  the  Jus- 
tice and  I  disagree  on  a  fair  number  of  sub- 
stantive issues,  these  disagreements  have 
never  prevented  me  from  appreciating  Jus- 
tice Rehnquist's  great  abilities  as  a  lawyer.  I 
would  expect  him  to  go  about  the  tasks  of 


the  Chief  Justice  with  true  concern  for  the 
demands  of  the  position. 

Mr.  F»resident,  all  these  are  very 
prominent  people. 

The  PRESIDING  OFFICER.  The 
Senator  has  4  minutes  remaining. 

Mr.  THURMOND.  Mr.  President,  in 
closing.  I  want  to  say  this,  and  I  will 
give  the  rest  of  the  time  to  the  distin- 
guished majority  leader. 

I  urge  my  colleagues  to  vote  for  clo- 
ture on  the  nomination  of  Justice  Wil- 
liam Rehnquist  to  be  Chief  Justice  of 
the  United  States.  Justice  Rehnquist 
is  entitled  to  a  vote  on  the  constitu- 
tionally mandated  responsibility  of 
advice  and  consent  of  the  Senate. 

Mr.  President,  the  outcome  of  the 
issue  of  confirmation  should  not  be  de- 
cided by  a  vote  on  cloture  requiring  60 
votes,  almost  two-thirds  of  the  Senate. 
Those  who  oppose  cloture  will,  in 
effect,  be  holding  the  nominee  to  a 
higher  standard  than  that  normally 
required.  A  majority  vote  is  all  that  is 
needed  to  approve  or  disapprove  any 
nominee,  and  Justice  Rehnquist  or 
any  other  nominee  is  entitled  to  that 
vote. 

I  urge  my  colleagues,  in  a  sense  of 
fairness,  to  vote  for  cloture,  and  thus 
allow  the  Senate  to  work  its  will. 

Mr.  President.  I  ask  unanimous  con- 
sent to  have  printed  in  the  Record  a 
letter  to  me  from  Thomas  E.  Adams. 
Jr..  which  is  self-explanatory.  He  re- 
futes the  charges  with  respect  to  civil" 
rights  and  so  forth. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Septembix  12.  1986. 
Hon.  Strom  Thurmond. 
Chairman.      Judiciary     Committee,      U.S. 
Senate,  Washington,  D.C 

Dear  Mr.  Chairman:  News  articles  appear- 
ing in  The  Wall  Street  Journal  on  Septem- 
ber 10  headlined  "New  Questions  Raised 
About  Rehnquist's  Role  in  Army  Surveil- 
lance of  Protestors "  and  The  Washington 
Post  of  September  11  headlined  "Rehnquist 
Role  in  Army  Spy  Case  Called  Unethical" 
greatly  preturb  me.  These  newspaper  arti- 
•  cles  wrongly  charge  Justice  Rehnquist  with 
developing  an  Army  domestic  surveillance 
program  of  antiwar  protestors  while  work- 
ing for  the  Justice  Department  during  the 
Nixon  Administration. 

As  the  Chief  of  Plans  and  Operations  for 
the  Military  District  of  Washington  during 
the  period  February  1964  to  August  1966 
and  the  Chief  of  Plans  and  Operations. 
Office  Chief  of  Military  History.  Depart- 
ment of  the  Army  (1966-May  1968),  I  have 
personal  knowledge  that  Army  sur\'eillance 
activities  were  not  only  planned  but  were 
operational,  i.e.,  in  use,  against  so  called  war 
protestors  and  additionally,  so  called  "civil 
rights  activists"  prior  to  the  fllxon  Adminis- 
tration. Such  surveillance  was  conducted 
specifically  during  the  period  1964-1968  by  a 
Counter-Intelligence-Corps  (C.  I.  C.)  BatUl- 
ion  assigned  to  the  Washington  area.  Specif- 
ic surveillance  of  so  called  "civil  righu  activ- 
ists'  by  the  C.  I.  C.  unit  was  being  conduct- 
ed prior  to  my  assignment  to  the  Military 
District  of  Washington  and  apparently 
(from  reports  submitted  to  me)  was  initiated 
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during  Martin  Luther  King's  "March  on 
Washington"  in  the  fall  of  1963.  At  any  rate 
the  Army  C.  I.  C.  unit  was  actively  conduct- 
ing widespread  surveillance  of  "civil  rights 
activists"  in  the  Washington  area  during 
the  1964-66  period  and  when  the  so  called 
war  protestors  commenced  their  activities 
those  activities  were  also  put  under  surveil- 
lance by  the  Army  C.  I.  C.  unit  in  the  Wash- 
ington area.  The  Federal  Bureau  of  Investi- 
gation supplied  the  Military  District  of 
Washington  and  the  so  called  "War  Room  " 
of  the  Pentagon  with  similar  surveillance  in- 
formation during  this  period.  During  a 
meeting  I  attended  in  1966  in  the  Office  of 
the  Attorney  General  of  the  United  States 
conducted  by  the  then  Deputy  Attorney 
General.  Ramsey  Clark,  regarding  the  possi- 
bilities of  rioting  in  the  District  of  Colum- 
bia, the  Attorney  General  directed  all  sur- 
veillance activities  to  be  increased.  Also  in 
attendance  at  this  meeting  were  Assistant 
Attorney  General  Barefoot  Sanders,  the 
U.S.  Attorney  for  the  District  of  Columbia, 
the  Chief  of  Police  for  the  District  of  Co- 
lumbia, and  a  General  Officer  in  charge  of 
the  "Army  War  Room"  at  the  Pentagon. 
Following  my  transfer  to  the  Office  of  the 
Chief  of  Military  History  in  the  fall  of  1966 
until  I  retired  from  the  Army  in  May  of 
1968.  I  maintained  close  contact  with  my 
Army  friends  at  the  Military  District  of 
Washington;  my  observation  was  that  the 
surveillance  mission  continued  at  least  until 
my  retirement.  My  statement  in  this  matter 
can  easily  be  documented  from  Army 
records. 

I  trust  this  information  might  be  useful  in 
bringing  out  the  real  truth  in  Justice  Rehn- 
quist's  confirmation  proceedings. 
Respectfully, 

Thomas  E.  Adams.  Jr.. 

LTC  U.S.  Army  Ret. 

Mr.  THURMOND.  Mr.  President, 
since  my  name  has  been  brought  Into 
this  matter  previously  with  respect  to 
Justice  Fortas,  I  ask  unanimous  con- 
sent to  have  printed  in  the  Record  my 
additional  views  on  Justice  Fortas 
when  I  opposed  his  nomination  several 
years  ago. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Recori),  as  follows: 

Individual  Views  of  Mr.  Thurmond  on 
Justice  Portas 

Refusal  to  advise  and  consent  to  the  ap- 
pointment of  a  Chief  Justice  of  the  Su- 
preme Court  is  a  most  serious  action.  It 
cannot  be  luidertaken  lightly,  and  reasons 
for  such  sui  action  must  be  set  out  clearly 
and  forthrightly. 

The  hearings  conducted  by  this  committee 
have  been  extensive.  There  has  been  consid- 
erable discussion  by  witnesses  and  by  Sena- 
tors of  the  propriety  of  the  circumstances  of 
this  appointment,  of  the  proper  role  of  the 
Supreme  Court  in  the  governing  of  this  Re- 
public, and  inevitably,  of  the  activities  of 
the  nominee  himself.  Justice  Abe  Portas. 
This  discussion  has  produced  three  sound 
and  highly  persuasive  reasons  why  this 
nomination  should  not  be  confirmed:  First, 
the  positions  taken  by  Justice  Fortas  since 
he  went  on  the  Supreme  Court  as  Associate 
Justice  have  reflected  a  view  to  the  Consti- 
tution insufficiently  rooted  to  the  Constitu- 
tion as  it  is  written;  second,  the  conditional 
wording  of  Chief  Justice  Warren's  resigna- 
tion, in  which  the  Senate  is  told,  in  effect, 
confirm  this  nominee,  or  the  Chief  Justice 
remains  at  his  post,  is  indicative  of  a  desire 


by  the  Chief  Justice  to  influence  the  choice 
of  his  successor  in  an  extraconstitutional 
manner:  and  third.  Justice  Fortas  himself 
has  involved  himself  in  extrajudicial  activi- 
ties which  raise  doubts  as  to  his  desire  to 
maintain  that  degree  of  isolation  and  impar- 
tiality required  of  a  Chief  Justice. 

With  regard  to  the  decisions  in  which  Jus- 
tice Fortas  has  participated,  four  categories 
of  cases  are  of  particular  concern:  Criminal 
procedure,  pornography.  State-Federal  rela- 
tions, and  subversive  activities. 

CRIMINAL  PROCEDURE 

Crime  and  lawlessness  have  become  of 
utmost  concern  to  the  vast  majority  of 
Americans,  and  understandably  so.  The 
maintenance  of  public  order  and  the  securi- 
ty of  person  and  property  which  accompany 
this  order  is  necessarily  the  first  require- 
ment of  government.  The  Supreme  Courts 
decsion  in  Miranda  v.  Arizona,  384  U.S.  436 
(1966).  which  freed  a  confessed  rapist  and 
completed  the  destruction  of  the  voluntary 
confession  in  criminal  cases,  unfortunately 
typifies  the  Court's  approach  to  criminal 
procedure.  Justice  Fortas  sided  with  the  ma- 
jority in  this  5-to-4  decision.  Justice  White, 
in  his  strong  dissent  to  the  Miranda  ruling, 
stated: 

In  some  unknown  number  of  cases  the 
Court's  rule  will  return  a  killer,  a  rapist,  or 
other  criminal  to  the  streets  and  to  the  en- 
vironment which  produced  him.  to  repeat 
his  crime  whenever  it  pleases  him. 

PORNOGRAPHY 

A  society  which  refuses  to  defend  its 
standards  cannot  preserve  them.  Redrup  v. 
New  York,  386  U.S.  767  (1967).  in  which  Jus- 
tice Fortas  concurred,  set  the  stage  for  mas- 
sive reversals  of  obscenity  convictions.  Jus- 
tice Fortas  has  voted  to  reverse  obscenity 
convictions  in  35  of  38  cases  since  he  became 
an  Associate  Justice.  Testimony  before  the 
Judiciary  Committee  made  clear  that  these 
decisions  have  opened  the  floodgates  for 
pornographic  material  of  all  kinds  and  cre- 
ated chaos  in  the  efforts  to  enforce  laws 
against  such  material. 

STATE-FEDERAL  RELATIONS 

With  regard  to  State-Federal  relations. 
Justice  Fortas  has  shown  a  strong  distrust 
of  the  States.  In  his  dissent  in  Cardona  v. 
Power.  384  U.S.  672  (1966).  he  concluded 
that  the  14th  amendment  left  New  York 
powerless  to  require  literacy  in  English  as  a 
prerequisite  to  voting.  In  Katzenbach  v. 
Morgan,  348  U.S.  641  (1966).  he  agreed  with 
a  majority  that  Congress  could  prohibit 
New  York  from  enacting  such  a  voting  re- 
quirement. In  Brown  v.  Louisiana,  383  U.S. 
131  (1966)  he  wrote  the  prevailing  opinion 
holding  Louisiana  powerless  to  punish  dem- 
onstrators who  refused  to  leave  a  public  li- 
brary. 

In  Harper  v.  Board  of  Elections,  383  U.S. 
663  (1966).  Justice  Fortas  agreed  with  the 
majority  that  Virginia  was  powerless  to 
enact  a  poll  tax  as  a  voting  requirement.  Re- 
gardless of  one's  view  of  the  poll  tax.  and  as 
Governor  of  South  Carolina.  I  sponsored 
legislation  to  repeal  it  in  our  State.  Justice 
Black's  dissent  in  this  case  should  be  noted: 

It  seems  to  me  that  this  is  an  attack  not 
only  on  the  great  value  of  our  Constitution 
itself,  but  also  on  the  concept  of  a  written 
constitution  which  is  to  survive  through  the 
years  as  originally  written  unless  through 
the  amendment  process  which  the  framers 
wisely  provided. 

SUBVERSIVE  ACTIVITIES 

Another  category  of  cases  in  which  Jus- 
tice Fortas'  record  should  be  noted  concerns 


the  internal  security  of  this  Nation.  In  Al- 
bertson  v.  Subversive  Activities  Control 
Board,  382  U.S.  70  (1965),  Justice  Fortas 
voted  with  the  majority  to  overthrow  a  Fed- 
eral requirement  that  Communist  Party 
members  register  with  the  Subversive  Ac- 
tivities Control  Board.  In  Keyishian  v.  New 
York  Board  of  Regents,  385  U.S.  589  (1967), 
Justice  Fortas  concurred  in  a  5-to-4  decision 
which  struck  down  the  New  York  loyalty 
oath  prohibiting  Commimists  from  teaching 
in  the  public  schools.  Justice  Fortas  also 
sided  with  the  majority  in  United  States  v. 
Robel,  389  U.S.  258  (1967),  to  overthrow  a 
law  of  Congress  prohibiting  Communists 
from  working  in  defense  plants.  Justice 
Fortas  voted  with  the  majority  again  in  De- 
Gregory  V.  New  Hampshire,  383  U.S.  824 
(1967).  to  deny  the  State  of  New  Hampshire 
the  power  to  investigate  Communist  activi- 
ties in  that  State.  Considering  the  wealth  of 
knowledge  Congress  has  accumulated  on 
the  Communist  apparatus,  distinguishing  it 
from  a  mere  political  association.  I  find 
these  decisions  indefensible. 

Some  have  objected  that  prior  Supreme 
Court  decisions  and  the  role  of  Justice 
Fortas  in  these  decisions  have  no  proper 
part  in  these  deliberations.  Let  us  recall 
these  words  attributed  to  Abraham  Lincoln: 

The  candid  citizen  must  confess  that  if 
the  policy  of  government  upon  vital  ques- 
tions is  to  be  irrevocably  fixed  by  decisions 
of  the  Supreme  Court,  the  people  will  have 
ceased  to  be  their  own  selves,  having  to  that 
extent  practically  resigned  their  govern- 
ment into  the  hands  of  that  eminent  tribu- 
nal. 

A  second  question  to  be  considered  is  the 
curious  matter  in  which  Chief  Justice 
Warren  tendered  his  resignation  to  the 
President.  In  our  system  of  checks  and  bal- 
ances, the  Supreme  Court  is  appointed  by 
the  President  with  the  advice  and  consent 
of  the  Senate.  There  is  no  provision  for  the 
members  of  the  Court  to  participate  in  this 
process.  Chief  Justice  Warren,  by  resigning 
effective  upon  the  qualification  of  his  suc- 
cessor, has  created  a  situation  in  which  we 
are  not  called  upon  to  fill  an  existing  vacan- 
cy: If  we  refuse  to  confirm  this  appoint- 
ment. Chief  Justice  Warren  will  continue  to 
serve.  It  is  unclear  just  how  long  he  intends 
to  serve  or  whether  a  new  President  in  Jan- 
uary may  simply  submit  another  name  in 
the  absence  of  any  further  action  from  the 
Chief  Justice.  If  Justice  Fortas  is  confirmed, 
the  Senate  will  have  also  acquiesced  in  set- 
ting a  precedent  by  which  sitting  Justices 
attempt  to  perpetuate  their  philosophies  by 
influencing  the  choice  of  their  successors. 
Such  a  precedent  would  be  unwise  and  could 
accelerate  the  growing  influence  of  the  Su- 
preme Court  in  American  government. 

Finally,  we  must  consider  certain  nonjudi- 
cial activities  of  Justice  Portas  which  are 
relevant  to  this  nomination.  It  is  well  known 
that  Justice  Fortas.  prior  to  his  elevation  to 
the  Supreme  Court  in  1965.  was  a  man  of 
great  influence  in  the  councils  of  Govern- 
ment here  in  Washington.  His  friendships 
were  numerous,  uncommonly  influential, 
and  well  placed  both  in  and  out  of  Govern- 
ment. It  is  only  natural  that  he  acquired  a 
reputation  for  an  ability  to  influence  the 
course  of  events  in  Government.  There  is,  of 
course,  nothing  necessarily  wrong  in  such 
an  arrangement.  His  counsel  was  apparently 
sought,  and  freely  given.  Involvement  in  all 
branches  of  Government  became  a  habit 
with  Mr.  Fortas.  When  he  became  a  Su- 
preme Court  Justice,  he  did  not  break  the 
habit. 
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Persuasive  evidence  was  introduced  in  the 
hearings  that  Justice  Portas  transgressed 
the  separation-of-powers  doctrine  in  both 
the  executive  and  legislative  branches.  The 
evidence,  which  came  from  credible  sources 
and  was  not  refuted,  indicates  that  Justice 
Portas  participated  in  the  drafting  of  Presi- 
dent Johnson's  state  of  the  Union  message 
and  in  the  drafting  of  legislation  to  provide 
Secret  Service  protection   for  presidential 
candidates.  Such  activity  on  the  part  of  a 
member  of  the  Supreme  Court  is  improper. 
The  prospect  of  a  Justice  ruling  on  a  matter 
before  the  Supreme  Court  in  which  he  had 
been    personally    Involved    violates    both 
standards  of  judicial  ethics  and  the  concept 
of  separation  of  powers. 
■  The  testimony  of  Dean  B.  J.  Tennery.  of 
the  law  school  of  American  University,  must 
also  be  given  the  most  serious  consideration. 
Justice  Portas  was  paid  $15,000  by  American 
University  to  conduct  a  seminar  for  the  law 
school.  The  seminar  consisted  of  nine  lec- 
tures during  the  summer  of  1968.  The  high- 
est sum  previously  paid  by  the  law  school 
for    similar    services    was    $2,500.    Justice 
Portas  was  paid  from  a  fund  of  $30,000 
raised  for  this  seminar  by  Mr.  Paul  Porter 
from  five  prominent  individuals.  Mr.  Porter 
is  a  former  law  partner  of  Justice  Portas; 
and  Mrs.  Portas  is  still  associated  with  the 
firm.  As  far  as  can  be  determined,  none  of 
the  five  individuals  had  any  prior  associa- 
tion with  American  University.  Apparently 
the  five  are  friends  of  Mr.  Porter  and/or 
Justice  Portas.  All  of  the  contributions  have 
extensive  business  interests  and  are  direc- 
tors of  large  corporations,   any  of  which 
could  have  cases  before  the  Supreme  Court. 
One  is  chairman  of  the  New  York  Stock  Ex- 
change. According  to  press  reports,  one  of 
the  contributor's  son  has  a  conviction  for 
mail  fraud  on  appeal  before  the  U.S.  court 
of  appeals. 

The  role  of  a  Supreme  Court  Justice  is 
unique  in  government.  A  Member  of  Con- 
gress for  example,  is  an  advocate  for  the 
people  and  cannot  remain  indifferent  to  the 
outcome  of  causes  which  he  believes  are  in 
the  best  interest  of  the  Nation.  A  Supreme 
Court  Justice  cannot  allow  himself  to 
appear  to  be  active  In  public  affairs.  He 
cannot  involve  himself  in  situations  which 
could  compromise  or  constrict  his  work  on 
the  Court.  The  price  of  judicial  detachment 
is  high  in  human  terms;  but  the  dignity  and 
authority  and  reserve  of  the  Court  come 
from  the  stature  of  those  who  are  willing  to 
pay  the  price. 

Por  all  of  the  reasons  outlined  above,  I  be- 
lieve the  Judiciary  Committee  should  not 
have  reported  this  nomination  to  the 
Senate  floor.  The  U.S.  Senate  should  refuse 
to  concur  in  this  appointment. 

Mr.  THURMOND.  Mr.  President,  I 
yield  the  remainder  of  our  time  to  the 
able  majority  leader.  Senator  Dole. 

The  PRESIDING  OFFICER.  The 
majority  leader  is  recognized. 

Mr.  DOLE.  Mr.  President,  we  are 
about  to  have  a  vote  on  cloture,  to  end 
the  debate  on  the  nomination,  and  I 
hope  it  is  overwhelming. 

I  know  there  are  some  who  have 
very  strong  differences;  and  I  indicate, 
and  I  think  the  Record  will  reflect, 
that  there  has  been  an  effort  by  the 
distinguished  chairman  of  the  commit- 
tee, Senator  Thxhimond,  and  by  the 
leader  to  keep  this  as  free  from  parti- 
sanship as  possible. 


In  my  view,  we  have  extended  every 
courtesy  to  the  opponents.  We 
thought  we  might  vote  yesterday.  We 
thought  there  might  not  be  a  need  to 
file  the  cloture  motion.  I  will  not  say 
that  we  have  gone  the  extra  mile.  This 
is  a  very  important  nomination.  I  be- 
lieved, and  I  still  believe,  that  there 
was  every  right  to  discuss  it  to  the 
fullest.  I  think,  for  the  most  part,  the 
debate  has  been  on  a  very  high  level, 
and  we  have  not  wasted  a  great  deal  of 
time.  But  I  do  believe  that  now  we 
have  heard  everything  at  least  once  or 
twice  or  three  times.  There  are  no 
bombshells  lying  around. 

It  seems  to  me  that  it  is  in  the  inter- 
ests of  the  U.S.  Senate  and  certainly 
in  the  interests  of  the  nominee  that 
we  proceed  to  vote  on  the  nomination. 
I  know  this  is  important.  I  know  that 
we  should  not  let  other  important 
work  interfere  with  this  nomination. 
We  do  have  a  lot  of  work  to  do,  but  we 
have  tried  to  temper  any  effort  to 
rush  to  judgment,  with  parts  of  at 
least  4  or  5  days  on  the  Rehnquist 
nomination. 

D  1500 

I  believe  for  the  many,  many,  many 
reasons  stated  by  the  chairman  of  the 
committee.  Senator  Thurmond,  who 
had  done  outstanding  work  on  this 
nomination,  that  there  ought  to  be  an 
overwhelming  vote  on  this  cloture 
motion  and  following  that  if  cloture  is 
invoked  we  ought  to  dispose  of  the 
nomination. 

Once  cloture  is  invoked  I  really  do 
not  see  any  reason  to  debate  it  fur- 
ther. 

I  urge  my  colleagues— those  who  are 
opposed,  all  right— I  urge  all  who  can 
to  vote  for  the  cloture  motion.  Let  us 
get  on  with  this  nomination  and  get 
on  with  the  rest  of  our  work  so  we  can 
leave  here  on  October  3. 


Senate  that  debate  on  the  nomination 
of  William  H.  Rehnquist  to  be  Chief 
Justice  of  the  United  States  shall  be 
brought  to  a  close?  The  yeas  and  nays 
are  automatic  under  the  rule. 

The  clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  is  nec- 
essarily absent. 

The  PRESIDING  OFFICER  (Mr. 
NicKLEs).  Are  there  any  other  Sena- 
tors in  the  Chamber  who  desire  to 
vote? 

The  yeas  and  nays  resulted— yeas  68, 
nays  31.  as  follows: 

CRollcall  Vote  No.  265  Ex.] 


CLOTURE  MOTION 

The  PRESIDING  OFFICER.  The 
hour  of  3  p.m.  having  arrived,  under 
the  previous  order,  the  clerk  will  state 
the  motion  to  invoke  cloture. 

The  legislative  clerk  read  as  follows: 

CLOTURE  MOTION 

We,  the  undersigned  Senators,  in  accord- 
ance with  the  provisions  of  Rule  XXII  of 
the  Standing  Rules  of  the  Senate,  hereby 
move  to  bring  to  a  close  debate  on  the  nomi- 
nation of  William  H.  Rehnquist.  of  Virginia, 
to  be  Chief  Justice  of  the  United  States. 
Bob    Dole,    Strom    Thurmond,    Thad 
Cochran,    Chic   Hecht,   Dan    Quayle, 
James  A.  McClure,  William  L.  Arm- 
strong,   Jesse    Helms,    Phil    Gramm, 
Mack    Mattlngly,    Jeramlah    Denton, 
Orrln  G.  Hatch,  James  Abdnor,  Paul 
Trlble,  Malcolm  Wallop,  and  Al  Simp- 
son. 


YEAS-68 

Abdnor 

Gorton 

Mckles 

Andrews 

Gramm 

Nunn 

Armstrong 

Grassley 

Packwood 

Bentsen 

Hatch 

Pell 

Bingaman 

Hatfield 

Pressler 

Boren 

Hawkins 

Proxmire 

Boschwitz 

Hecht 

Quayle 

Broyhill 

Heflin 

Roth 

Bumpers 

Heinz 

Rudman 

Chafee 

Helms 

Simpson 

Chiles 

Hollings 

Specter 

Cochran 

Humphrey 

Sufford 

Cohen 

Kassebaum 

Stennis 

D'Amalo 

Kasten 

Stevens 

Danforth 

Laxali 

Symms 

DeConcini 

Leahy 

Thurmond 

Denton 

Long 

Trible 

Dole 

Lugar 

Wallop 

Domenici 

Mathias 

Warner 

Durenberger 

Mattingly 

Weicker 

Evans 

McClure 

Wilson 

Ford 

McConnell 

Zorinsky 

Goldwater 

Murkowski 

NAYS-31 

/ 

Baucus 

Gore 

Metzenbaum 

Biden 

Harfcin 

Mitchell 

Bradley 

Hart 

Moynihan 

Burdick 

Inouye 

Pryor 

Byrd 

Johnston 

Riegle 

Cranston 

Kennedy 

Rockefeller 

Dixon 

Kerry 

Sarbanes 

Dodd 

Lautenberg 

Sasser 

Eaeleton 

Levin 

Simon 

Exon 

MaUunaga 

Glenn 

Melcher 

NOT  VOTING- 

-1 

Gam 

VOTE 

The   PRESIDING   OFFICER.   The 
question   is.   Is   it  the  sense  of  the 
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The  PRESIDING  OFFICER.  On 
this  vote,  there  are  68  yeas  and  31 
nays.  Three-fifths  of  the  Senators 
duly  chosen  and  sworn  having  voted  in 
the  affirmative,  the  motion  is  agreed 
to. 

Mr.  THURMOND.  Mr.  President.  I 
move  to  reconsider  the  vote. 

Mr.  HATCH.  I  move  to  lay  that 
motion  on  the  table. 

The  PRESIDING  OFFICER.  A 
motion  to  reconsider  a  successful  clo- 
ture vote  is  not  in  order. 

Mr.  LEAHY  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Vermont. 

Mr.  LEAHY.  Mr.  President,  a  parlia- 
mentary inquiry:  What  is  the  situation 
now? 

The  PRESIDING  OFFICER.  Will 
the  Senate  be  in  order  now,  please? 
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There  is  a  total  of  30  hours  for  con- 
sideration of  the  nomination.  Senators 
may  speak  for  up  to  1  hour  each. 

Mr.  LEAHY.  Thank  you.  Mr.  Presi- 
dent. 

Mr.  President,  before  the— was  the 
majority  leader  seeking  recognition?  If 
he  was,  I  would  certainly  yield  to  him. 

Mr.  DOLE.  I  am  just  standing 
around. 

Mr.  LEAHY.  Mr.  President,  if  we 
could  have  order. 

The  PRESIDING  OFFICER.  The 
Senate  will  be  in  order. 

The  Senator  from  Vermont. 


NOMINATION  OP  WILLIAM  H. 
REHNQUIST  TO  BE  CHIEF  JUS- 
TICE OP  THE  UNITED  STATES 

Mr.  LEAHY.  Mr.  President,  prior  to 
the  cloture  vote,  I  had  attempted  to 
spell  out  my  feelings  about  the  Laird 
versus  Tatum  case,  and  others.  I  did 
not  feel  it  would  be  fair,  either  to  the 
Senate  or  to  myself,  to  go  into  such 
complex  a  matter  in  a  minute  or  so 
that  might  be  available.  I  would  like  to 
go  into  that  now. 

Justice  Rehnquist  has  many  quali- 
ties that  I  consider  important  for  a 
Chief  Justice.  Among  these  are  his 
keen  intellect  and  legal  skills,  and  his 
considerable  experience  as  an  Associ- 
ate Justice,  which  gives  him  a  great 
understanding  of  the  workings  of  the 
Court  and  an  appreciation  for  the  re- 
sponsibilities of  the  Chief  Justice. 

But  there  are  other  equally  impor- 
tant qualities  requisite  to  being  Chief 
Justice.  And  they  are  in  these  areas:  in 
credibility,  in  judgment,  in  sensitivi- 
ty  

The  PRESIDING  OFFICER.  Will 
the  Senator  please  withhold?  The 
Senate  will  be  in  order.  The  Senator 
has  a  right  to  be  heard. 

Senators  please  take  their  conversa- 
tions to  the  rear  of  the  Chamber.  Will 
the  Senate  please  be  in  order?  Sena- 
tors please  take  their  conversations  to 
the  rear  of  the  Chamber. 

Mr.  RIEGLE.  Mr.  President,  the 
Senate  is  still  not  in  order.  I  wonder  if 
the  Chair  would  restore  order  so  we 
can  hear  the  Senator. 

The  PRESIDING  OFFICER.  The 
Presiding  Officer  is  aware  of  that.  The 
Senate  will  be  in  order.  The  Sergeant 
at  Arms,  too,  will  try  to  accommodate 
the  galleries  in  trying  to  maintain 
order. 

The  Senator  from  Vermont. 

Mr.  LEAHY.  I  thank  the  Chair  for 
restoring  order.  I  realize  that,  on  what 
has  been  really  one  of  the  more  mo- 
mentous votes  of  this  year,  there  is, 
understandably  enough,  a  fair  amount 
of  confusion  both  in  the  galleries  and 
on  the  floor.  I  do  appreciate  the  Chair 
restoring  order. 

Earlier  this  afternoon,  I  said  that  in 
the  Judiciary  Committee  I  had  cast 
my  own  vote  against  Justice  Rehn- 
quist as  a  member  of  that  committee.  I 


did  so  with  some  personal  regret,  be- 
cause I  know  him  and  I  have  a  high 
regard  for  him. 

I  have,  however,  voted  for  cloture 
here  this  afternoon,  and  I  did  that  be- 
cause I  felt  that  this  is  an  issue  that 
should  come  to  a  conclusion  and  that 
the  Senate  should  vote  on  it.  I  feel 
that  President  Reagan  is  entitled  to 
have  a  vote  up  or  down  in  this  body 
and  that  we  should  carry  out  our  con- 
stitutional duty  to  advise  and  consent 
on  this  nomination. 

And  so,  in  that  regard,  Mr.  Presi- 
dent, I  would  like  to  discuss  the  main 
reason  I  voted  against  Justice  Rehn- 
quist in  the  Judiciary  Committee. 

Justice  Rehnquist  has  many  quali- 
ties that  I  consider  important  for 
Chief  Justice.  Among  these  are  his 
keen  intellect  and  legal  skills,  and  his 
considerable  experience  as  an  Associ- 
ate Justice  which  gives  him  a  great  un- 
derstanding of  the  working  of  the 
Court  and  an  appreciation  for  the  re- 
sponsibilites  of  the  Chief  Justice. 

However,  there  are  other,  equally 
important  qualities  requisite  to  be 
Chief  Justice,  and  it  is  in  these  areas- 
credibility,  judgment,  and  sensitivity— 
that  I  believe  Justice  Rehnquist  falls 
short  of  the  standard  we  should 
employ. 

At  the  outset,  let  me  say  that  I  do 
not  believe  that  a  nominee's  philoso- 
phy should  be  the  ultimate  factor  in 
carrying  out  our  responsibility  to 
advise  and  consent.  As  long  as  a  nomi- 
nee is  otherwise  qualified,  philosophy 
should  not  be  a  consideration  unless 
that  philosophy  undermines  funda- 
mental principles  of  constitutional 
law,  or  his  or  her  adherence  to  ideo- 
logical principles  is  so  fervent  that  the 
nominee  cannot  judge  impartially. 

President  Reagan,  like  any  Presi- 
dent, is  entitled  to  appoint  judges  who 
share  his  philosophy.  Indeed,  Justice 
Rehnquist  himself  acknowledges  that 
he  very  well  may  be  the  most  conserv- 
ative member  of  the  Court.  Yet  the 
fact  that  Justice  Rehnquist's  ideology 
or  judicial  philosophy  differs  from  my 
own  played  no  part  in  my  decision  to 
vote  against  him. 

Justice  Rehnquist's  ownership  of 
property  in  Vermont  was  also  explored 
in  the  hearings.  The  warranty  deed  on 
that  property  includes  a  restrictive 
covenant  barring  the  sale  of  the  prop- 
erty to  any  member  of  the  Hebrew 
race. 

While  I  am  disturbed  that  as  a  sit- 
ting Supreme  Court  Justice,  Justice 
Rehnquist  did  not  question  the  exist- 
ence of  this  clause  in  the  deed  at  the 
time  he  bought  the  property,  I  find  no 
evidence  in  Justice  Rehnquist's  back- 
ground that  he  is  either  racist  or  anti- 
Semitic.  I  accept  Justice  Rehnquist's 
assurances  that  he  finds  the  covenant 
repugnant,  and  that  he  will  move  ex- 
peditiously to  have  it  removed  from 
his  deed. 


I  raised  this  issue  during  the  hear- 
ings because  the  Chief  Justice  of  the 
United  States  is  the  person  who.  per- 
haps more  than  any  other,  embodies 
our  principles  of  justice.  Because  of 
that  important  role,  I  believe— and 
Justice  Rehnquist  agreed  with  me 
during  his  testimony— that  it  Is  vital 
that  he  avoid  even  the  appearance  of 
racial  or  religious  hostility. 

Another  important  issue  raised 
during  the  Judiciary  Committee  hear- 
ings on  the  Rehnquist  nomination  was 
whether  he  participated  in  efforts  to 
challenge  minority  voters  in  the  early 
1960's.  Based  on  my  observation  of  the 
witnesses  and  my  review  of  the  testi- 
mony. I  believe  that  the  memories  of 
both  Justice  Rehnquist  and  of  many 
of  those  who  testified  against  him  are 
faulty. 

I  can  understand  the  position  of 
those  of  my  colleagues  who  are  con- 
vinced of  Justice  Rehnquist's  partici- 
pation in  voter  challenges  and  based 
their  decisions  on  this  point.  I  can  ap- 
preciate the  opinions  of  my  colleagues 
who  are  equally  convinced  that  Justice 
Rehnquist  was  not  involved  in  this 
reprehensible  activity.  Without  clear 
and  convincing  evidence.  I  felt  that 
this  issue  could  not  form  the  basis  for 
my  decision  on  Justice  Rehnquist's 
nomination. 

The  axis  upon  which  my  decision  to 
vote  against  Justice  Rehnquist's  con- 
firmation ultimately  turned  was  his 
decision  not  to  recuse  himself  in  the 
Supreme  Court's  1972  decision  in 
Laird  versus  Tatum.  That  case  in- 
volved a  first  amendment  challenge  to 
the  Army's  program  of  conducting  do- 
mestic surveillance  of  persons  engaged 
in  lawful  antiwar  demonstrations.  The 
Supreme  Court  ruled  in  a  5-to-4  deci- 
sion that  the  facts  underlying  the  case 
presented  a  nonjusticiable  controver- 
sy. 

During  my  review  of  the  testimony 
and  the  materials  which  have  been 
submitted  concerning  this  nomination, 
I  kept  coming  back  to  Justice  Rehn- 
quist's participation  in  the  Laird  case. 
I  was  not  only  troubled  by  Justice 
Rehnquist's  decision  to  sit  on  that 
case,  but  also  by  the  testimony  he 
gave  in  answer  to  my  questions  con- 
cerning Laird  versus  Tatum. 

In  order  to  understand  Justice 
Rehnquist's  conduct  and  his  testimony 
before  the  conmiittee,  it  is  important 
to  review  the  history  of  the  Army's 
Domestic  Surveillance  Program— the 
program  which  led  to  the  Laird  versus 
Tatum  case. 

The  Army's  Domestic  Surveillance 
Program  began  during  the  Johnson 
administration.  It  grew  more  as  a 
result  of  the  FBI's  failure  to  provide 
accurate  intelligence  concerning  the 
potential  for  riots  in  urban  ghettos 
than  from  a  lack  of  intelligence  con- 
cerning antiwar  protests. 
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In  1967,  Army  personnel  were  called 
in  to  quell  the  Detroit  riot.  This  was 
the  first  time  in  25  years  that  Army 
troops  were  used  to  handle  a  civil  dis- 
turbance. 

Following  that  incident.  Attorney 
General  Clark  created  a  working 
group  in  the  Department  of  Justice 
under  the  direction  of  Deputy  Attor- 
ney General  Christopher  to  collect  in- 
telligence and  plan  for  civil  disturb- 
ances. Meetings  were  held  to  plan  for 
potential  incidents,  to  coordinate  the 
Federal  response,  and  to  establish 
rules  for  engagement  for  the  use  of 
Army  personnel.  Personnel  of  the  De- 
partment of  the  Army  participated  in 
this  working  group. 

It  was  in  this  context  that  the  Army 
began  its  Domestic  Surveillance  Pro- 
gram which  was  first  authorized  by  a 
Defense  Department  directive  in  May. 
1968.  Later,  the  emphasis  of  the  pro- 
gram shifted  from  urban  violence  to 
concern  about  potential  antiwar  dem- 
onstrations. 

In  1969,  when  President  Nixon's 
team  came  to  Justice,  Deputy  Attor- 
ney General  Kleindienst  took  over 
command  of  the  working  group. 

At  that  time,  the  Department  of  the 
Army  sought  specific  civilian  authori- 
zation for  its  role  in  civil  disturbance 
planning  and  it  sought  to  limit  its  role 
in  domestic  intelligence  gathering. 
After  consultations  between  Defense 
and  Justice,  it  was  decided  that  a 
memorandimi  to  the  President  from 
Attorney  General  Mitchell  and  Secre- 
tary Laird  would  be  prepared.  That 
memorandum  would  set  out  the  pa- 
rameters of  the  various  agencies'  roles 
with  regard  to  civil  disturbances. 

The  responsibility  for  preparing  the 
memorandimi  was  given  jointly  to  the 
Office  of  General  Counsel  of  the  De- 
partment of  the  Army  and  the  Office 
of  Legal  Counsel  of  the  Department  of 
Justice.  The  Office  of  Legal  Counsel 
was  then  headed  by  William  Rehn- 
quist.  On  March  25,  1969,  Mr.  Rehn- 
quist  prepared  the  first  formal  Justice 
draft  memorandum  of  a  civil  disturb- 
ance plan.  A  quote  from  the  memo 
states: 

In  order  to  preserve  the  salutary  tradition 
of  avoiding  military  intelligence  activities  in 
predominantly  civilian  matters,  the  U.S. 
Army  Intelligence  Command  should  not  or- 
dinarily be  used  to  collect  intelligence  activi- 
ties of  this  sort. 

The  general  counsel  of  the  Army  at 
that  time,  Robert  E.  Jordan,  III,  later 
testified  before  the  Senate  Subcom- 
mittee on  Constitutional  Rights  that 
the  Army  had  problems  with  the 
Rehnquist  draft.  In  a  memorandum 
accompanying  his  1974  testimony  to 
Senator  Ervin,  Mr.  Jordan  wrote  the 
Army  had  suggested  that  the  term 
"should"  should  be  changed  to  "will" 
so  that  the  memorandum  would  state 
forcefully  that  the  Intelligence  Com- 
mand "will  not  ordinarily  be  used  to 
collect  intelligence  of  this  sort." 


In  spite  of  the  Army's  arguments, 
the  final  draft  of  the  memorandum 
eliminates  any  restrictions  on  the 
Army's  collection  of  raw  intelligence. 

In  his  1974  testimony,  Jordan 
stressed  that  those  changes  were  made 
at  the  request  of  Deputy  Attorney 
General  Kleindienst.  In  a  recent  letter 
to  my  chief  counsel,  Mr.  Jordan  clari- 
fied how  the  change  in  the  final 
memorandum  came  about  and  Mr. 
Rehnquist's  role  in  the  development 
of  the  final  product.  Quoting  from  the 
letter: 

Some  of  the  inquiries  I  have  received  from 
other  sources  suggested  that  Mr.  Rehnquist 
might  have  been  an  advocate  for  increased 
military  intelligence  activities  relating  to  ci- 
vilians. That  is  certainly  not  my  recollec- 
tion. To  the  extent  this  issue  is  important, 
you  should  know  that  my  recollection  is 
that  Mr.  Rehnquist  agreed  in  general  with 
the  Pentagon  view  that  every  effort  should 
be  made  to  reduce  or  eliminate  the  military 
intelligence  role.  Within  the  Department  of 
Justice,  the  opponents  of  reducing  the  mili- 
tary intelligence  role  were,  as  I  understand 
it,  the  representatives  of  the  FBI,  and  Mr. 
Hoover  in  particular. 

The  point  is  not  whether  Justice 
Rehnquist  argued  in  favor  of  more  or 
less  domestic  surveillance  by  the  Army 
as  a  policy  matter. 

The  point  is  that  Justice  Rehnquist, 
while  Assistant  Attorney  General  for 
the  Office  of  Legal  Counsel,  was 
deeply  involved  in  the  development  of 
the  policy  which  was  ultimately  at 
issue  in  the  Laird  versus  Tatum  case. 

These  facts  were  not  known  to  the 
plaintiffs  in  Laird  at  the  time  they 
asked  Justice  Rehnquist  to  recuse 
himself  from  the  case.  Their  basis  for 
seeking  recusal  was  testimony  which 
he  gave  before  Senator  Ervin's  Sub- 
committee on  Constitutional  Rights  in 
1971.  Again,  it  is  important  to  under- 
stand the  context  of  those  hearings  to 
fully  appreciate  the  refusal  of  Justice 
Rehnquist  to  recuse  himself  in  the 
Laird  care. 

Some  information  about  the  Army's 
Domestic  Surveillance  Program  had 
come  out  as  a  result  of  press  articles 
and  congressional  inquiries  in  1970.  In- 
cluded in  that  information  was  the 
fact  that  the  Army  had  developed  a 
data  bank  of  potential  subversives 
which  was  stored  in  a  computer  at 
Fort  Holabird,  MD,  headquarters  for 
the  Army  Intelligence  Command. 

Public  exposure  of  the  program  and 
the  Fort  Holabird  blacklist  resulted  in 
the  filing  of  Tatum  versus  Laird  in 
1970  in  the  U.S.  District  Court  for  the 
District  of  Colimibia.  That  case  was 
pending  at  the  time  of  the  Ervin  hear- 
ings. The  topic  of  those  hearings  was 
Government  collection  and  computer 
storage  of  information  about  individ- 
ual Americans.  The  focus  of  those 
hearings  was  the  Army's  Domestic 
Surveillance  Program. 

Senator  Ervin  requested  witnesses 
from  both  the  Department  of  Defense 
and  the  Department  of  Justice.  One  of 


the  Justice  Department  witnesses  was 
Mr.  Rehnquist.  He  testified  on  the 
constitutional  limits  of  the  Govern- 
ment's collection  of  sensitive  personal 
information  about  American  citizens, 
especially  with  regard  to  the  exercise 
of  their  first  amendment  rights. 
During  the  course  of  that  testimony, 
Mr.  Rehnquist  stated: 

The  function  of  gathering  intelligence  re- 
lating to  civil  disturbances,  which  was  previ- 
ously performed  by  the  Army  as  well  as  the 
Department  of  Justice,  has  since  been  trans- 
ferred to  the  Internal  Security  Division  of 
the  Justice  Department.  No  information 
contained  in  the  data  base  of  the  Depart- 
ment of  the  Army's  now  defunct  computer 
system  has  been  transferred  to  the  Internal 
Security  Division's  data  base.  However,  in 
connection  with  the  case  of  Tatum  v.  Laird, 
now  pending  in  the  U.S.  Couri  of  Appeals 
for  the  District  of  Columbia  Circuit,  one 
printout  from  the  Army  computer  has  been 
retained  for  the  inspection  of  the  court.  It 
will  thereafter  be  destroyed. 

In  the  same  hearings.  Justice  Rehn- 
quist went  on  to  testify  about  a  central 
legal  question  presented  in  the  Laird 
case.  The  following  exchange  occurred 
between  Senator  Ervin  and  Mr.  Rehn- 
quist: 

Senator  Ervin.  But  you  do  take  the  posi- 
tion that  the  Army  or  the  Justice  Depart- 
ment can  go  out  and  place  under  surveil- 
lance people  who  are  exercising  their  first 
amendment  rights  even  though  such  action 
will  tend  to  discourage  people  in  the  exer- 
cise of  those  rights? 

Mr.  Rehnsuist.  Well,  to  say  that  I  say 
they  can  do  it  sounds  either  like  I  am  advo- 
cating they  do  it  or  that  Congress  can't  pre- 
vent it  or  that  Congress  has  authorized  it. 
none  of  which  propositions  do  I  agree  with. 

My  only  point  of  disagreement  with  you  is 
to  say  whether,  as  in  the  case  of  Tatum  v. 
Laird  that  has  been  pending  in  the  Court  of 
Appeals  here  in  the  District  of  Columbia, 
that  an  action  will  lie  by  private  citizens  to 
enjoin  the  gathering  of  information  by  the 
executive  branch  where  there  has  been  no 
threat  of  compulsory  process  and  no  pend- 
ing action  against  any  of  those  individuals 
on  the  part  of  the  Government. 

These  two  statements  formed  the 
basis  for  the  plaintiffs'  motion  seeking 
recusal  of  Justice  Rehnquist  in  Laird 
versus  Tatum.  As  I  stated  earlier,  at 
the  time  the  recusal  motion  was  made, 
the  plaintiffs  were  not  aware  of  Jus- 
tice Rehnquist's  important  role  in  de- 
veloping the  policy  which  underlay 
the  Army's  Surveillance  Program. 

Furthermore,  they  were  not  aware 
of  Mr.  Rehnquist's  role  in  advising  the 
Defense  Department  on  what  informa- 
tion could  or  could  not  be  provided  to 
the  Ervin  committee  concerning  the 
Army's  Domestic  Surveillance  Pro- 
gram. 

Recently  we  have  received  a  memo- 
randum for  the  Record,  written  by 
Robert  Jordan  on  February  23,  1971. 
This  memorandum  describes  the  De- 
fense Department  strategy  for  dealing 
with  the  then  upcoming  Ervin  hear- 
ings, and  the  role  of  then  Assistant  At- 
torney General  Rehnquist  in  advising 
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the  Defense  Department  on  its  wit- 
nesses' participation  in  those  hearings. 
Quoting  from  part  of  that  memoran- 
dum: 

The  objective  of  Fred's  [J.  Fred  Buzhardt. 
General  Counsel.  Department  of  Defense] 
negotiations  has  been  to  avoid  the  presence 
of  any  military  personnel  as  witnesses  at  the 
hearings.  Apparently.  OSD  with  the  approv- 
al of  Justice  plans  to  take  a  pretty  hard  line 
In  refusing  the  committee  information  on 
Internal  discussions  and  the  like.  Fred  made 
reference  to  an  opinion  from  Bill  Rehn- 
quist.  Assistant  Attorney  General.  Office  of 
Legal  Counsel,  on  what  can  be  released. 
There  will  be  problems  with  the  committee 
asking  questions  which  cannot  be  answered 
without  violating  Mr.  Rehnquist's  guide- 
lines. I  will  be  the  biggest  problem  here,  be- 
cause I  have  been  around  for  a  long  time, 
and  have  participated  in  a  large  number  of 
Internal  discussions. 

In  addition  to  the  testimony  at  the 
hearing  and  advice  to  the  Depart- 
ments of  Justice  and  Defense.  Mr. 
Rehnquist  played  one  other  role 
during  the  course  of  the  Ervin  hear- 
ings. He  sent  a  letter  authorizing  one 
of  Senator's  Ervin's  staff  members  to 
review  the  printout  of  the  information 
which  had  been  stored  in  the  Fort  Ho- 
labird  computer. 

This  printout  included  codes  about 
the  alleged  subversive  activities  of  the 
people  who  were  under  Army  surveil- 
lance—a list,  it  should  be  noted,  which 
included  many  distinguished  military 
personnel.  It  seems  highly  unlikely 
that  Mr.  Rehnquist  would  have  au- 
thorized congressional  review  without 
knowing  what  information  was  con- 
tained in  the  printout. 

Mr.  President,  I've  just  recounted  a 
lot  of  facts  that  may  be  difficult  to 
follow.  Let  me  summarize. 

Mr.  Rehnquist  participated  in  form- 
ing the  policy  which  for  the  first  time 
gave  civilian  authorization  to  the 
Army's  Domestic  Surveillance  Pro- 
gram. 

He  testified  concerning  important 
and  disputed  facts  about  the  scope  and 
continued  existence  of  the  Domestic 
Surveillance  Program.  These  facts 
were  that  the  Army  had  terminated  its 
Surveillance  Program,  that  it  had  de- 
stroyed the  data  stored  in  the  comput- 
er at  Fort  Holabird,  that  only  copy  of 
the  computer  printout  was  retained 
and  that  no  information  had  been 
transferred  to  the  Department  of  Jus- 
tice Internal  Security  Division's  data 
base. 

He  advised  the  Department  of  De- 
fense about  the  scope  of  its  testimony 
concerning  the  Domestic  Surveillance 
Program. 

He  authorized  congressional  access 
to  a  key  document  which  established 
the  scope  and  contours  of  the  Domes- 
tic Surveillance  Program. 

He  gave  testimony  concerning  his 
legal  opinion  as  to  whether  the  specif- 
ic case  of  Laird  versus  Tatum  raised  a 
justiciable  controversy. 

Then,  little  more  than  1  year  after 
the  most  of  these  events  occurred.  Jus- 


tice Rehnquist  was  faced  with  a  deci- 
sion to  sit  on  the  Laird  case. 

And  what  did  he  do?  He  cast  the  de- 
ciding vote  in  favor  of  the  position  he 
had  previously  testified  to  before  the 
Ervin  conunittee. 

He  cast  the  deciding  vote  for  an 
opinion  which  adopted  the  version  of 
the  facts  he  had  previously  testified 
to,  but  which  were  hotly  contested  by 
the  plaintiffs  in  Laird. 

He  cast  the  deciding  vote  in  favor  of 
a  position  which  denied  plaintiffs  the 
opportunity  to  take  discovery  on  the 
factual  questions  he  had  previously 
testified  to. 

He  cast  the  deciding  vote  in  favor  of 
a  position  which  resulted  in  keeping 
the  internal  discussions  of  the  Army 
Surveillance  Program  which  went  on 
in  the  Department  of  Defense  from 
coming  to  public  light— a  position  he 
previously  counseled  the  Defense  De- 
partment to  take. 

Why  did  Justice  Rehnquist  decide  to 
sit  on  the  Laird  case,  a  matter  which 
most  legal  authorities  now  say  was  a 
very,  very  bad  mistake?  He  wrote  a 
lengthy  memo  explaining  his  reasons. 
His  opinion  boils  down  to  the  fact  that 
since  he  did  not  serve  as  counsel  to  the 
Government  in  the  actual  case  of 
Laird  versus  Tatum  in  the  lower 
courts,  he  could  therefore  sit  on  the 
case  as  a  member  of  the  Supreme 
Court. 

It  is  interesting  and  instructive  to 
read  his  memorandum  opinion  in  light 
of  the  facts  that  we  now  know  and 
which  had  to  be  known  to  Justice 
Rehnquist  at  the  time.  I  urge  every 
Member  of  the  Senate  to  do  so. 

It  might  be  easy  for  some  of  my  col- 
leagues to  write  off  this  breach  of  ju- 
dicial ethics  as  merely  a  mistake  made 
long  ago.  But  today.  Justice  Rehnquist 
says  it  was  no  mistake. 

His  answers  to  questions  about  Laird 
and  his  role  and  knowledge  of  the 
Army  surveillance  program  were 
vague,  and  at  times  misleading. 

I  asked  him  whether  he  would  have 
done  things  differently  in  retrospect. 
He  said,  "I  never  thought  of  it  again 
until  these  hearings,  to  tell  the  truth." 

Senator  Mathias  asked  him  in  a 
written  question  what  his  personal 
role  was  in  the  development  of  the 
memo  regarding  the  Nixon  administra- 
tion's civil  disturbance  plan.  His 
answer  was  "I  have  no  recollection  of 
my  personal  role  in  the  preparation  of 
this  document." 

I  asked  him  did  he  have  any  knowl- 
edge of  the  Army's  domestic  surveil- 
lance policy.  His  answer  was,  "I  had— 
if  you  would  consider  information  ob- 
tained in  the  course  of  preparing  for 
the  May  Day  demonstrations,  which 
did  involve  some  military  activity,  I 
suppose  you  would  say  yes." 

Finally,  I  asked  him  did  he  have  any 
knowledge  of  the  evidentiary  facts  at 
issue  in  the  Laird  case.  His  answer  was 
simple.  It  was  "no." 


But  the  facts  presented  to  the 
Senate  suggest  an  equally  simple 
answer.  It  is  yes,  he  did  know— not  the 
denial  he  made  to  the  committee. 

All  of  this  information,  taken  to- 
gether, raises  so  many  sulsstantial 
questions  about  his  ethical  judgment, 
his  sensitivity  to  the  appearance  of  im- 
propriety, and  his  credibility  during 
his  confirmation  hearings,  that  I 
cannot  cast  my  vote  in  favor  of  Justice 
Rehnquist. 

CONCLUSION 

Each  Member  of  the  Senate  now  will 
have  to  examine  the  hearing  record 
and  the  evidence  which  has  come  to 
light  since  the  hearings. 

There  are  two  decisions  possible— to 
vote  for  Justice  Rehnquist's  confirma- 
tion or  against  it.  Yet,  as  the  state- 
ments of  the  Senators  during  Judici- 
ary Committee  consideration  of  the 
confirmation  demonstrate,  even 
among  those  who  come  to  the  ssune 
conclusion  on  how  they  should  vote, 
there  is  no  one  compelling  reason  that 
unites,  no  agreement  as  to  what  tips 
the  scale. 

There  is  no  one  that  holds  Senators 
together.  When  we  stop  to  think  about 
it,  that  is  really  the  way  it  should  be. 
We  are  100  different  Senators,  and  100 
different  men  and  women.  We  are 
united  in  one  thing.  We  have  each 
taken  a  very  solemn  oath  to  uphold 
the  Constitution.  And  we  each  have  an 
individual  duty  to  sift  through  the 
facts,  and  make  our  very  best  judg- 
ments. 

So  what  is  clear  is  that  we  are  not  a 
rubber  stamp  for  a  Presidential  nomi- 
nation just  as  we  are  not  a  vigilante 
force  against  a  nomination.  I  sat 
through  all  of  those  hearings.  I  asked 
a  lot  of  questions.  I  read  practically 
every  case  I  could  get  hold  of.  I  read 
all  of  the  material  for  Justice  Rehn- 
quist, and  I  read  all  of  the  material 
against  Justice  Rehnquist.  I  met  pri- 
vately with  him  at  some  considerable 
length.  I  listened  to  his  answers  during 
the  confirmation  hearings.  I  took  most 
of  this  material  back  to  my  home  in 
Vermont,  and  I  reviewed  it  again.  I 
walked  around  the  fields  of  my  farm 
and  thought  about  it  there. 

At  the  conclusion  of  the  confirma- 
tion hearings  I  wrote  two  memos  to 
myself,  one  saying  why  I  could  vote 
for  him  and  should  vote  for  him,  and 
one  saying  why  I  would  not  vote  for 
him.  When  I  read  those,  the  one  that 
said  I  should  and  could  vote  for  him 
did  not  ring  true.  It  did  not  in  my 
mind  reflect  my  commitment  to  this 
great  body,  the  U.S.  Senate,  nor  would 
it  be  fulfilling  my  own  conscience  as  a 
Vermonter  and  as  an  individual. 

I  have  set  forth  the  reasons  for  my 
vote  against  Justice  Rehnquist's  con- 
firmation. And  those  reasons  are  com- 
pelling to  me.  The  others  will  perhaps 
find  it  equally  compelling,  or  not  sig- 
nificant, or  maybe  will  find  something 
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else  that  makes  the  picture  clearer  for 
them. 

Mr.  President,  I  vote  only  as  one 
Senator  but  Justice  Rehnqulst  will  not 
be  confirmed  with  my  vote. 

Mr.  President,  I  reserve  the  balance 
of  my  time. 

Mr.  METZENBAUM.  Mr.  President, 
I  suggest  the  absence  of  a  quonmi. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roll. 

D  1540 

Mr.  KERRY.  Mr.  President,  I  ask 
unanimous  consent  that  further  pro- 
ceedings under  the  quorum  call  be  re- 
scinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  KERRY.  Mr.  President,  there  is 
no  doubt  that  the  President  of  the 
United  States  has  what  I  think  all  of 
my  colleagues  would  agree  is  an  undis- 
puted right  to  appoint  nominees  who 
are  of  a  similar  philosophical  view, 
and  I  certainly  do  not  oppose  the  ap- 
pointment of  any  individual  to  the  Su- 
preme Court  or  any  other  court  on  the 
basis  that  some  of  their  views  may  dis- 
agree with  mine.  In  fact,  I  think  that 
has  been  true  of  most  of  my  colleagues 
who  are  opposed  to  this  nomination.  I 
have  voted  for  almost  all  of  the  Presi- 
dent's nominees  to  Federal  judgeships 
during  his  second  term.  Out  of  118  ju- 
dicial nominations  by  President 
Reagan  in  his  second  term,  I  voted  for 
115. 1  have  voted  against  only  three. 

But  it  seems  to  me,  as  colleague 
after  colleague  has  asserted  in  the 
course  of  this  debate,  when  we  are 
considering  the  nomination  of  a  Chief 
Justice  of  the  United  States,  it  is  in- 
cumbent on  us  to  apply  a  higher 
standard  even  than  we  do  for  other 
Justices  of  the  Supreme  Court,  that 
we  ought  to  stop  and  ask  the  tougher 
questions,  and  that  we  should  expect 
the  application  of  the  very  highest 
standards. 

Why?  Senator  after  Senator  on  both 
sides  of  the  aisle  has  eloquently  under- 
scored the  nature  of  the  U.S.  Supreme 
Court  and  what  it  means  to  use  as 
Americans  and  as  a  society.  It  is  no  ac- 
cident that  we  refer  to  the  Chief  Jus- 
tice as  the  Chief  Justice  of  the  United 
States,  not  merely  the  Chief  Justice  of 
the  Supreme  Court.  The  Chief  Justice 
represents  more  than  just  one  of  nine 
men  and  women  on  that  Court.  The 
Chief  Justice  is  the  leader,  not  only  of 
the  Supreme  Court  but  of  our  entire 
system  of  justice. 

The  Chief  Justice  is  the  symbol  of 
our  constitutional  system  of  govern- 
ment and  of  the  traditional  American 
values  of  equality  and  justice  which  go 
with  that. 

As  Prof.  Laurence  Tribe  of  Harvard 
Law  School  has  written,  "The  Chief 
Justices— only  15  have  served  in  our 
entire  history— present  the  most  obvi- 


ous examples  of  the  one  Justice  who 
can  make  a  difference.  And  although 
often  in  dissent  and  sometimes  lagging 
behind  instead  of  leading  the  Court, 
one  Chief  may  make  all  the  difference 
in  the  constitutional  world." 

Historically,  the  role  of  the  Chief 
Justice  has  been  critical  in  shaping  the 
course  of  American  jurisprudence  and 
American  history.  Chief  Justice  John 
Marshall,  for  instance,  with  his 
famous  decision  in  Marbury  versus 
Madison,  shaped  our  view  of  the  U.S. 
Constitution  itself  and  as  Justice  Ben- 
jamin Cardozo  wrote,  "Marshall  gave 
to  the  Constitution  of  the  United 
States  the  impress  of  his  own  mind 
and  the  form  of  our  constitutional  law 
is  what  it  is  because  he  molded  it  while 
it  was  still  plastic  and  malleable,  in 
the  fire  of  his  own  intense  convic- 
tions." 

Chief  Justice  Marshall  personally 
wrote  the  opinion  of  the  Court  in  519 
of  1,215  cases  decided  during  his 
tenure  on  the  Court,  and  as  Professor 
Tribe  has  written,  "his  intellectual 
grip  on  his  fellow  Justices  was  so  firm 
that  Marshall  dissented  from  a  consti- 
tutional ruling  only  once.  In  every 
other  major  case  decided  in  his  34 
years  at  the  helm  of  the  Supreme 
Court,  Marshall  got  his  way."  And  in 
the  20th  century  the  role  of  the  Chief 
Justice  has  been  equally  important. 

Under  Chief  Justice  Earl  Warren, 
the  U.S.  Supreme  Court  led  the  way  in 
moving  this  country  toward  racial  jus- 
tice. Chief  Justice  Warren  not  only 
wrote  the  Court's  opinion  in  Brown 
versus  Board  of  Education,  mandating 
an  end  to  segregated  public  schools  in 
this  country,  but  he  acted  as  a  genuine 
leader  in  the  process  of  bringing  about 
a  unanimous  decision  of  the  Court.  In 
Professor  Tribe's  words,  "That  the 
Court  spoke  with  a  single  authorita- 
tive voice  in  Brown  added  immeasur- 
ably to  the  ruling's  credibility  in  the 
face  of  widespread  and  bitter  resist- 
ance." 

And  under  Chief  Justice  Warren 
Burger,  the  Court's  unanimous  8-to-O 
decision  in  the  Nixon  tapes  case  was 
instrumental  in  forcing  President 
Nixon  to  release  those  tapes  and  in 
bringing  about  an  end  to  that  constitu- 
tional crisis. 

So  clearly,  Mr.  President,  the  role  of 
the  Chief  Justice  is  crucial  to  building 
consensus  on  the  Court,  to  leading  the 
Court,  and  to  helping  to  lead  the  coun- 
try in  our  system  of  justice  and  also  in 
reasserting  and  impressing  on  Ameri- 
cans and  the  world  our  value  system. 
The  man  or  woman  who  fills  that  posi- 
tion has  to  be  a  person  with  demon- 
strated ability  to  lead  in  that  way  and 
with  a  demonstrated  capacity  and  will- 
ingness to  show  the  moral  vision,  of 
which  true  leadership  is  a  part. 

In  the  case  of  Justice  Rehnquist, 
measured  against  this  standard,  or 
measured  against  what  I  hope  would 
be  the  highest  standards  that  body 


would  apply,  I  feel  there  are  compel- 
ling reasons  for  opposing  his  nomina- 
tion. First,  Justice  Rehnquist  has  con- 
sistently—consistently—demonstrated 
an  insensitivity  to  the  rights  of  minori- 
ties, women,  children,  and  the  poor  in 
our  society.  He  has  shown  himself  to 
be  literally  hostile  to  the  principle  of 
racial  desegregation  and  to  fundamen- 
tal constitutional  principles  such  as 
the  separation  of  church  and  state. 

Now,  as  we  all  know,  Mr.  President, 
there  is  nothing  wrong  in  a  justice  of 
any  court  having  views  which  place  he 
or  she  in  solitary  opposition  to  col- 
leagues on  the  bench.  No,  we  applaud 
I  think  in  this  country  and  certainly  in 
our  judicial  system  we  encourage  inde- 
pendent thinking,  and  it  is  obviously 
vital  to  the  development  of  our  judi- 
cial system. 

D  1550 

I  believe  that  Justice  Rehnquist's 
views  are  so  far  outside  the  main- 
stream of  legal  thought  that  he  is  irre- 
deemably handicapped  in  his  ability  to 
effectively  fulfill  the  essential  role  of 
a  Chief  Justice  as  a  builder  of  consen- 
sus on  the  Court.  That  is  the  most  im- ' 
portant  reason  for  opposition.  But,  in 
addition,  I  believe  Justice  Rehnquist 
has  demonstrated  a  disturbing  lack  of 
sensitivity  to  certain  principles  of  legal 
ethics,  as  well  as  some  lack  of  credibil- 
ity in  his  testimony  before  the  Senate 
Judiciary  Committee,  enough  so  that 
it  actually  does  injury  to  the  standards 
of  our  judicial  system  to  reward  him 
with  the  role  of  Chief  Justice  of  the 
United  States,  considering  all  that 
means. 

Mr.  President,  the  record  shows  that 
Justice  Rehnquist,  throughout  his 
career,  has  consistently  shown  an  in- 
sensitivity to  the  rights  of  minorities. 
We  have  heard  much  of  the  memo  as  a 
law  clerk  for  Justice  Robert  H.  Jack- 
son in  1952,  which  he  authored,  de- 
fending the  infamous  Plessy  versus 
Ferguson  decision,  upholding  racial 
segregation  in  "separate  but  equal  fa- 
cilities." Mr.  Rehnquist  wrote: 

I  realize  that  it  is  an  unpopular  and  unhu- 
manitarian  position,  for  which  I  have  been 
excoriated  by  iiberal"  colleagues,  but  I 
think  Plessy  versus  Ferguson  was  right  and 
should  be  reaffirmed. 

In  another  memo,  he  wrote  that: 
It  is  about  time  the  Court  faced  the  fact 
that  white  people  in  the  South  don't  like 
the  colored  people;  the  Constitution  did  not 
appoint  the  Court  as  a  social  watchdog  to 
rear  up  every  time  private  discrimination 
raises  its  admittedly  ugly  head. 

Subsequently,  Justice  Rehnquist 
claimed  at  his  first  confirmation  hear- 
ing in  1971,  and  again  this  year,  that 
these  statements  merely  reflected  the 
views  of  Justice  Jackson,  and  not  his 
own  views. 

I  think  that  any  reading  by  any- 
body—not even  a  lawyer— any  reading 
of  the  way  in  which  those  words  have 
been  phrased  and  that  memo  was  writ- 
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ten  makes  it  clear  whose  views  were 
being  expressed. 

The  weight  of  the  evidence  clearly 
shows  that  assertion  by  Justice  Rehn- 
quist  is  of  dubious  credibility.  It  has 
been  contradicted  by  the  statements 
of  Mr.  Rehnquist's  coclerk  at  the  time, 
Donald  Cronson,  and  by  Justice  Jack- 
son's longtime  secretary,  Elsie  Doug- 
las, who  said  that  it  "smeared  the  rep- 
utation of  a  great  Justice."  And  this 
explanation  is  simply  not  consistent 
with  the  facts  regarding  Justice  Jack- 
son's views.  As  others  have  stated,  it 
would  have  been  more  appropriate- 
perhaps  even  honest— for  Justice 
Rehnquist  to  simply  have  admitted 
that  the  memos  represented  his  views 
at  that  point  in  time,  but  that  today 
he  no  longer  holds  those  views,  if  in 
fact  that  were  true.  That  he  did  not  do 
so  simply  raises  an  additional  issue  re- 
garding credibility. 

I  believe  Justice  Rehnquist  has  con- 
sistently in  his  15  years  on  the  Su- 
preme Court  shown  himself  to  be  out- 
side further  examples  of  the  main- 
stream of  legal  thought.  More  than  50 
times.  Justice  Rehnquist  has  been  a 
lone  dissenter  on  the  Court,  with  all  of 
his  colleagues  on  the  other  side  of  an 
issue.  He  has  been  opposed  not  only  by 
liberals  and  moderates,  but  even  by 
such  conservatives  as  Justice  O'Con- 
nor and  Chief  Justice  Burger.  In  his 
lone  dissent  in  the  Bob  Jones  Universi- 
ty case.  Justice  Rehnquist  was  the 
only  Justice  to  support  tax  credits  for 
segregated  schools.  In  Batson  versus 
Kentucky,  his  lone  dissent  supported 
the  right  of  a  prosecutor  to  prevent 
blacks  and  minorities  from  serving  on 
a  jury.  In  Keyes  versus  School  District 
No.  1,  Denver,  CO,  his  lone  dissent 
supported  the  view  that  segregation  in 
one  part  of  a  school  district  does  not 
justify  a  presumption  of  segregation 
throughout  the  district.  In  Wallace 
versus  Jaffree,  the  Court's  most  recent 
school  prayer  case.  Justice  Rehnquist 
was  the  only  Justice  to  assert  that  the 
establishment  clause  did  not  require 
Government  neutrality  on  religious 
issues.  In  Cruz  versus  Beto.  he  was  the 
only  Justice  to  reject  the  application 
of  the  free  exercise  clause  to  impris- 
oned convicts.  He  was  the  only  Justice 
to  dissent  from  a  decision  in  Cleveland 
versus  Loudermill  requiring  notice  and 
opportunity  to  be  heard  before  perma- 
nent civil  service  workers  can  be  termi- 
nated. He  was  the  only  Justice  to  say 
that  churches  can  be  given  discretion- 
ary governmental  power,  in  Larkin 
versus  Grendel's  Den.  He  was  the  only 
Justice  to  say  that  the  State  can  deny 
medical  care  to  nonresident  indigents, 
in  Maricopa  Hospital  versus  Maricopa. 
He  was  the  only  Justice  to  say  that 
criminal  trials  can  be  closed  to  the 
public,  in  Carter  versus  Kentucky. 
And  he  was  the  only  Justice  to  say,  in 
In  Re  Primus,  that  an  ACLU  lawyer 
could  be  disciplined  for  telling  a  poor 


person  that  the  ACLU  provides  free 
legal  services. 

In  80  out  of  83  cases  in  which  mem- 
bers of  the  Court  have  disagreed  about 
the  interpretation  or  application  of  a 
modem  civil  rights  statute.  Justice 
Rehnquist  has  joined  the  interpreta- 
tion or  application  of  the  law  which  is 
least  favorable  to  minorities,  women, 
the  elderly,  or  the  disabled.  In  the  23 
cases  involving  constitutional  claims  of 
sex  discrimination  which  were  decided 
during  Justice  Rehnquist's  tenure,  he 
voted  to  uphold  the  challenged  statute 
or  practice  in  20  out  of  the  23  cases.  In 
25  cases  involving  separation  of 
church  and  state,  Justice  Rehnquist 
voted  to  uphold  the  challenged  statute 
completely  in  23  cases,  and  voted  to 
uphold  part  of  the  statute  in  the  other 
2  cases.  In  30  cases  involving  claims  of 
cruel  and  unusual  punishment.  Justice 
Rehnquist  found  a  violation  in  none  of 
the  cases.  The  full  Court  found  a  con- 
stitutional violation  in  15  of  the  30 
cases.  And  in  cases  involving  chal- 
lenges by  individuals  to  government 
action.  Justice  Rehnquist  cast  the  de- 
ciding vote  in  120  out  of  124  cases  to 
reject  the  constitutional  claim  of  indi- 
vidual rights.  This  is  not  the  record  of 
a  man  who  will  build  consensus  and 
lead  the  Court. 

There  are  other  reasons  for  con- 
cern—though none  as  critical  as  the 
record  of  decisions  on  the  Court  itself. 
I  am  also  deeply  concerned  by  Justice 
Rehnquist's  interpretation  of  basic 
canons  of  legal  ethics.  In  particular,  I 
believe  Justice  Rehnquist  committed  a 
serious  violation  of  legal  ethics  by  re- 
fusing to  recuse  himself  in  the  case  of 
Laird  versus  Tatum,  in  which  he  cast 
the  deciding  vote.  There  is  no  ques- 
tion—many of  my  colleagues  have 
pointed  out,  and  as  the  distinguished 
Senator  from  Vermont  most  recently 
among  them  pointed  out— that  Justice 
Rehnquist  had  been  deeply  involved  in 
this  case  while  he  was  in  the  Justice 
Department,  and  that  his  participa- 
tion in  the  case  as  a  Justice  violated 
both  28  U.S.C.  455,  and  the  ABA  code 
of  judicial  ethics.  This  ethical  viola- 
tion has  been  discussed  at  length  else- 
where, and  I  will  not  repeat  all  of 
those  arguments. 

But  I  think  it  is  fair  to  say  that  the 
fact  that  this  violation  of  legal  ethics 
by  Justice  Rehnquist  took  place  while 
he  was  a  sitting  Justice  of  the  Su- 
preme Court  makes  his  conduct  even 
more  questionable.  I  cannot  but  con- 
clude that  he  exercised  bad  judgment 
or  let  his  personal  bias  in  this  case 
interfere  with  the  fair  and  impartial 
administration  of  justice. 


D  1600 
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(Mr. 
chair.) 

Mr.  KERRY.  Mr.  President,  the  re- 
lease within  the  past  few  days  of  two 
additional  memos  written  by  Justice 
Rehnquist,  which  were  not  provided  to 


the  Senate  Judiciary  Committee,  pro- 
vide additional  insight,  I  believe,  as  to 
why  Justice  Rehnquist  is  not  a  suita- 
ble candidate  for  the  position  of  Chief 
Justice.  These  memos  were  written  by 
Mr.  Rehnquist  when  he  served  in  the 
Nixon  administration  as  an  Assistant 
Attorney  General.  One  of  the  memos, 
written  in  March  1970,  contains  a  pro- 
posal for  a  constitutional  amendment 
to  overturn  Supreme  Court  rulings 
which  brought  about  desegregation  in 
the  South.  Its  purpose  was  plainly  and 
simply  to  halt  the  desegregation  of 
America's  public  schools. 

The  other  memo,  also  written  while 
Mr.  Rehnquist  served  as  Assistant  At- 
torney General,  expressed  his  argu- 
ments in  opposition  to  the  equal  rights 
amendment.  No  one  faults  anyone  for 
being  opposed  to  the  equal  rights 
amendment  for  one  reason  or  another, 
but  the  memo  expresses  views  which  I 
believe  can  only  be  deemed  to  be  reac- 
tionary about  the  role  of  women  in 
American  society.  In  Mr.  Rehnquist's 
view,  women  should  be  second-class 
citizens  in  American  society— subservi- 
ent to  their  husbands,  and  passive  on- 
lookers in  the  decisionmaking  process- 
es of  family  and  society.  In  his  memo, 
Mr.  Rehnquist  candidly  expresses  the 
view  that  women  should  not  have 
equal  rights  with  men  in  American  so- 
ciety. At  one  point  in  his  memo,  he 
states  that— 

The  consequences  of  a  doctrinaire  insist- 
ence on  rigid  equality  between  men  and 
women  cannot  be  determined  with  certain- 
ty, but  the  results  appear  almost  certain  to 
have  an  adverse  effect  on  the  family  unit  as 
we  have  known  it. 

I  believe  that  in  1986,  these  views 
are  simply  beyond  the  pale  of  what  is 
acceptable  in  a  Chief  Justice  or  for 
that  matter  in  any  Federal  officer. 

I  am  also  concerned  by  the  evidence 
which  has  emerged  about  Justice 
Rehnquist's  conduct  and  his  answers 
during  the  hearings  of  the  Senate  Ju- 
diciary Committee  and  subsequent  to 
the  hearings.  It  is  the  opinion  of  this 
Senator  from  the  testimony  of  many 
credible  witnesses  that  Mr.  Rehnquist 
did  participate  in  instances  of  harass- 
ment and  intimidation  of  minority 
voters  at  the  polls  in  Arizona  in  the 
early  1960's.  His  attempts  to  evade  re- 
sponsibility for  these  actions,  or  to  dis- 
guise their  true  character,  are  simply 
not  credible  in  the  eyes  of  this  Sena- 
tor. It  is  striking  that  a  man  who  has 
been  universally  acclaimed  as  having  a 
brilliant  mind  would  claim  to  have 
such  a  hazy  recollection  of  these  im- 
portant events  in  his  life. 

I  found  much  more  credible  the  tes- 
timony of  James  Brosnahan,  then  an 
assistant  U.S.  attorney  and  now  a  dis- 
tinguished trial  lawyer,  who  testified 
that  he  had  personally  seen  Mr.  Rehn- 
quist at  the  polls  and  had  confronted 
him  regarding  his  challenges  to  voters. 
Several  other  credible  witnesses  also 
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testif  led  that  they  had  personally  seen 
Mr.  Rehnquist  challenging  minority 
voters  at  the  polls.  There  is  no  small 
irony  that,  at  a  time  when  the  Warren 
Court  was  breaking  new  ground  in  up- 
holding the  rights  of  minorities,  and 
President  Kennedy  and  Attorney  Gen- 
eral Robert  Kennedy  were  bringing 
the  power  of  the  Federal  Government 
to  bear  in  enforcing  these  rights,  that 
Mr.  Rehnquist  was  at  that  same  time 
challenging  the  rights  of  minority 
voters. 

Mr.  President,  had  this  issue  arisen 
now  in  1986,  since  it  occurred  in  the 
sixties,  that  were  to  have  been  framed 
in  a  way  that  somehow  acknowledged 
it  or  said  in  fact  that  it  was  part  of  the 
role  that  he  was  performing  but  that 
that  view  has  changed  and  we  have 
moved  on,  I  think  that  would  probably 
have  seen  that  issue  disappear.  But  it 
is  the  fact  that  we  are  confirming  con- 
ceivably a  man  for  the  role  of  Chief 
Justice  who  has  put  before  us  just  to- 
tally conflicting  testimony  and  one 
has  to  measure  the  motives  of  those 
who  said  otherwise. 

What  is  the  motive  of  a  trial  attor- 
ney, distinguished  as  he  is,  from  that 
region  and  other  witnesses  in  coming 
forward  now  to  challenge  a  potential 
nominee  for  Chief  Justice  unless,  Mr. 
President,  they  were  speaking  their 
mind  and  the  truth. 

I  am  disturbed  by  the  revelation 
that  Justice  Rehnquist  breached  his 
ethical  duty  as  a  lawyer  by  failing  to 
notify  his  brother-in-law,  Harold  Dick- 
erson  Cornell,  of  a  trust  which  Mr. 
Rehnquist  had  drafted,  of  which  Mr. 
Cornell  was  the  beneficiary.  The  fact 
that  that  trust  was  kept  secret  from 
his  own  brother-in-law  for  over  20 
years  during  which  time  Mr.  Cornell 
became  destitute  makes  me  question, 
if  not  the  question  of  a  breach  of  a 
legal  obligation,  the  question  of  the 
breach  of  a  human  obligation.  The 
fact  that  Justice  Rehnquist,  through 
his  wife,  stood  to  personally  benefit 
from  this  trust  makes  the  violation 
even  more  questionable.  And  the  fact 
that  this  deception  continued  for  10 
years  after  Justice  Rehnquist  became 
a  sitting  Justice  on  the  Supreme  Court 
raises  an  even  larger  question. 

I  am  also  concerned  by  the  revela- 
tions that  Justice  Rehnquist  had  re- 
strictive convenants,  not  so  much  by 
the  fact  that  if  he  had  genuinely  not 
known  and  they  had  passed  on  as  they 
have  in  other  people's  deeds— we  know 
others  have  had  those  restricted  con- 
venants and  they  were  commonplace 
at  one  time— but  Justice  Rehnquist 
originally  claimed  at  a  Senate  hearing 
that  he  was  imaware  of  these  cov- 
enants. Subsequently,  within  days  it 
came  to  light  in  the  press  that  he  had 
received  a  letter  from  his  attorney  in 
1974  containing  explicit  references  to 
the  Vermont  convenant.  Justice  Rehn- 
quist then  admitted  at  the  moment 
that  the  letter  was  about  to  become 


public  in  the  press,  that  indeed  he  had 
received  it  but  claimed  that  he  did  not 
recall  the  letter  or  its  contents  when 
he  testified  before  the  committee. 
Again,  this  whole  episode  raises  fur- 
ther questions  both  about  Justice 
Rehnquist's  lack  of  sensitivity  on 
racial  matters  and  about  his  credibil- 
ity. 

Mr.  President,  any  one  of  these  mat- 
ters considered  alone  might  be  consid- 
ered a  minor  blemish,  might  be  consid- 
ered unimportant,  might  be  considered 
too  distant  a  part  of  history  and  not 
televant  at  this  point  in  time.  But 
taken  together,  Mr.  President,  taken 
together,  with  the  history  of  the 
record  of  the  decisions  themselves, 
they  paint  the  picture,  I  believe,  of  a 
man  who  is  at  least  insensitive  to  the 
rights  of  women,  blacks,  Jews,  the 
handicapped,  and  other  minority 
groups.  They  convey  the  picture  of  a 
man  whose  mind  is  not  open  and 
whose  biases  lead  him  to  twist  legal 
precedents  and  constitutional  princi- 
ples in  order  to  reach  a  preordained 
result.  And  they  paint  the  portrait  of 
a  man  who  has  not  paid  enough  atten- 
tion to  some  of  the  standards  which 
he  will  be  called  on  to  apply  to  others 
in  the  judicial  system.  And  they  paint 
the  picture  of  a  man  whose  own  credi- 
bility as  he  were  to  perhaps  assume 
the  responsibility  of  the  most  impor- 
tant position  for  reenforcing  credibil- 
ity in  our  system  is  in  doubt. 

These,  Mr.  President,  are  not  the 
qualities  that  this  Senator  wants  to 
confirm  in  a  Chief  Justice  of  the 
United  States. 

I  believe  that  the  U.S.  Senate  should 
be  more  than  a  rubberstamp  for  the 
nominations  of  any  President.  We  ob- 
viously have  an  obligation  to  the 
American  people,  to  ourselves,  to  our 
system  of  justice  to  search  our  con- 
sciences and  to  determine  whether  a 
nominee  for  this  office  meets  the  high 
standards  of  ethics,  integrity,  judg- 
ment, and  commitment  to  the  consti- 
tutional principles  which  a  Chief  Jus- 
tice should  embody. 

Above  the  portals  to  the  Supreme 
Court,  Mr.  President,  are  written  the 
words  "Equal  Justice  Under  Law," 
equal  justice  under  the  law. 

It  was  only  10  years  ago  or  so  that 
this  Senator  began  to  practice  law  as 
an  attorney  and  I  had  the  privilege  of 
serving  for  5  years  as  a  prosecutor  and 
for  3  years  as  a  private  attorney.  I 
luiow  the  feelings  that  T  had  as  a  law 
student  as  well  as  a  fledgling  attorney 
as  I  looked  at  the  Supreme  Court  of 
the  United  States  before  which  I  am 
privileged  to  say  I  am  permitted  to 
appear,  and  I  believe,  Mr.  President, 
that  as  I  think  about  walking  under 
those  portals  and  about  the  meaning 
of  those  words  "Equal  Justice  Under 
Law"  the  record  of  the  cases  decided, 
the  record  regarding  the  lack  of  ability 
to  be  able  to  bring  about  the  consen- 
sus of  a  court  to  make  those  words 


real,  force  this  Senator  to  conclude 
that  I  must  vote  against  this  nomina- 
tion, suid  I  do  so,  I  must  say.  most  re- 
luctantly because  it  is  not  pleasant,  I 
think,  to  oppose  the  nomination  of  a 
President  of  the  United  States  to  the 
Supreme  Court. 

But  it  seems  to  me  that  when  you 
have  a  vote  of  some  31  U.S.  Senators 
who  say  continue  to  debate  this  issue, 
and  when  clearly  there  may  be  more 
votes  than  that  in  opposition  to  this 
nomination,  that  in  and  of  itself 
makes  an  important  statement  about 
qualifications. 

The  Chief  Justice  of  the  United 
States  of  America  should  be  I  think 
confirmed  by  acclamation  or  unani- 
mously. At  least  the  Chief  Justice  of 
the  United  States  should  be  confirmed 
by  a  vote  of  90  to  10  or  so. 

I  think  it  is  very  sad  that  if  this 
Chief  Justice  is  in  fact  confirmed  it 
will  be  by  a  vote  that  shows  how  clear- 
ly this  is  a  nomination  that  raises  seri- 
ous questions,  that  leaves  in  doubt  the 
ability  of  that  Court  to  render  justice 
which  is  equal  under  the  law  and 
which  probably  I  think  diminishes  the 
standards  which  law  students,  prosecu- 
tors, and  others  within  the  judicial 
system  will  view  that  Court. 

I  reserve  whatever  remainder  of 
time  may  be  mine. 


D  1610 
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The    PRESIDING    OFFICER. 
Senator  from  Montana. 

Mr.  BAUCUS.  Mr.  President,  I  first 
want  to  commend  the  Senator  from 
Massachusetts,  Mr.  Kerry.  I  think  he 
has  given  a  very  important  statement, 
one  that  I  might  presumptuously  say 
he  will  be  very  proud  of  in  the  years  to 
come.  He  has  shown  himself  to  be  a 
very  strong  leader  in  the  U.S.  Senate 
and  I  think  he  does  the  people  of  the 
Commonwealth  of  Massachusetts 
credit.  I  thank  the  Senator. 

Mr.  President,  when  we  take  our 
oath  of  office  in  the  Senate,  we  swear 
before  God  to  support  and  defend  the 
Constitution  of  the  United  States. 

Our  Constitution  provides  that  the 
Senate  must  vote  to  confirm  or  vote 
not  to  confirm  the  President's  nomina- 
tions to  the  Federal  judiciary. 

This  provision  is  part  of  the  brilliant 
constitutional  compromise.  It's  part  of 
the  system  of  checks  and  balances  our 
Founding  Fathers  set  up  when  they 
created  three  separate,  coequal 
branches  of  Government. 

It  is  this  system  that  protects  indi- 
vidual citizens  against  the  risks  of  un- 
controlled power  and  tyranny. 

Therefore,  it  is  vitally  important 
that  we  exercise  our  duty  to  advise 
and  consent  with  utmost  care  and  re- 
sponsibility. 

POSITION  ON  REHNQUIST 

I  am  deeply  troubled  over  the  nomi- 
nation of  Justice  William  H.  Rehn- 
quist to  be  Chief  Justice  of  the  United 
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states.  I  have  ?rave  concerns  about  his 
personal  integrity,  about  his  regard 
for  individual  rights,  and  particularly 
about  his  vision  and  leadership. 

It  is  critical  and  Americans  have  full 
confidence  in  the  integrity,  independ- 
ence, and  competence  of  the  Chief 
Justice  of  the  U.S.  Supreme  Court. 
The  American  people  must  have  no 
question  about  his  commitment  to  in- 
dividual rights  and  personal  freedoms. 
He  must  be  above  reproach. 

Because  I  do  not  have  that  confi- 
dence in  Justice  Rehnquist,  I  must 
oppose  his  confirmation. 

EXECUTIVX  BRANCH  NOMINEES 

It  has  been  suggested  that  the  Presi- 
dent should  have  his  own  person  con- 
firmed, so  long  as  that  nominee  is 
honest  and  competent.  That  may  be 
true  with  executive  branch  nominees. 

Executive  branch  officers,  after  all. 
are  part  of  the  President's  team.  They 
implement  the  President's  policies. 

Executive  branch  officers  are  ap- 
pointed only  for  the  term  of  the  Presi- 
dent. The  American  people  have  the 
ability  to  elect  a  new  President  every  4 
years. 

I  think  that  as  a  general  rule  the 
President  should  be  allowed  his 
choices  for  executive  branch  positions 
unless  they  lack  integrity  or  compe- 
tence. The  President  should  have  his 
own  team  in  the  executive  branch. 

JUDICIAL  OFFICERS 

But  with  our  system  of  Government, 
a  higher  standard  must  be  applied  to 
officers  of  the  Federal  judiciary.  Fed- 
eral judges  are  part  of  the  third,  co- 
equal branch  of  the  U.S.  Govern- 
ment—the judicial  branch. 

Federal  judges  are  appointed  for  life. 
They  are  not  elected  every  2,  4,  or  6 
years.  They  are  appointed  for  life  to 
protect  them  from  improper  pressures 
and  influence. 

Federal  Judges  have  the  solemn  re- 
sponsibility to  decide  the  fates  of 
people  who  could  not  come  to  a  resolu- 
tion of  their  disputes  either  with  other 
people  or  with  the  Government.  Fed- 
eral judges  must  resolve  these  disputes 
dispassionately,  coolly,  accurately, 
fairly,  and  in  accordance  with  the  law. 

The  men  and  women  who  wield  this 
great  power  must  be  chosen  with  great 
care.  That  power  must  be  entrusted 
only  to  the  wisest,  most  responsible 
people. 

OFFICE  OF  THE  CHIEF  JUSTICE 

The  confirmation  of  a  Chief  Justice 
is  the  most  important  nomination  any 
Senator  will  ever  consider.  Indeed,  the 
vote  here  today  is  probably  the  most 
important  vote  that  a  Senator  is  going 
to  cast  in  this  decade. 

The  Supreme  Court  is  the  ultimate 
protector  of  our  hard-won  individual 
rights  and  personal  freedoms. 

The  office  of  Chief  Justice  is  the 
second  most  important  in  our  Nation, 
second  only  to  the  Presidency. 


The  Chief  Justice  is  the  highest 
symbol  of  America's  commitment  to  a 
government  of  laws;  to  its  Constitu- 
tion and  the  Bill  of  Rights. 

The  integrity  and  commitment  of 
the  Chief  Justice  must  be  entirely 
above  question  to  maintain  public  con- 
fidence in  our  judicial  system. 

In  sum,  a  nominee  for  Chief  Justice 
must  embody  the  highest  standard  of 
integrity,  ethical  responsbility,  and  fi- 
delity to  law.  That  person  must  have 
demonstrated  exceptional  legal  ability 
and  sound  judgment.  And  finally,  the 
Senate  must  consider  how  the  nomi- 
nee would  lead  the  Court,  and  how 
such  leadership  might  affect  the  fun- 
damental constitutional  principles 
upon  which  our  Government  is  based. 

INTEGRITY  OF  THE  NOMINEE 

In  my  judgment.  Justice  Rehnquist 
fails  to  meet  this  exacting  standard. 

Many  of  the  questions  that  were 
raised  during  the  hearings  of  the 
Senate  Judiciary  Committee  have  not, 
in  my  judgment,  been  adequately  an- 
swered. 

As  a  member  of  the  Judiciary  Com- 
mittee from  1978  to  1984,  I  participat- 
ed in  numerous  hearings  on  nominees 
to  the  Federal  judiciary. 

I  am  well  aware  of  the  sensitivity  of 
these  proceedings  and  the  delicate  po- 
sition that  nominees  occupy  when 
they  are  asked  to  give  their  views  and 
justify  their  records  in  the  face  of 
probing  investigations.  But  I  do  not 
believe  Justice  Rehnquist  has  given 
adequate  testimony. 

D  1620 

I  do  not  know  whether  he  has  per- 
jured himself,  but  I  do  believe  that  he 
has  not  responded  with  full  candor  to 
all  the  issues  raised. 

NOMINEE'S  COMMITMENT  TO  INDIVIDUAL 
RIGHTS 

I  am  also  deeply  concerned  about 
the  extent  of  Justice  Rehnquist's  com- 
mitment to  constitutional  guarantees 
of  individual  rights  and  personal  free- 
doms. Repeated  episodes  of  Justice 
Rehnquist's  record  raise  troubling 
questions  about  his  commitment  to 
fundamental  fairness  and  upholding 
the  Constitution  in  the  areas  of  race 
discrimination,  equal  rights  for  women 
and  men,  and  the  separation  of  church 
and  state.  In  his  judicial  opinions.  Jus- 
tice Rehnquist  has  repeatedly  advocat- 
ed positions  that  will  deny  constitu- 
tional protections  to  minorities  to 
women,  to  children,  and  to  the  poor. 

When  these  writings  are  combined 
with  the  unanswered  questions  raised 
during  his  confirmation  hearings,  I  for 
one  cannot  in  good  conscience  say  that 
I  have  full  confidence  in  the  nominee's 
commitment  to  justice. 

LEADERSHIP  AND  VISION 

When  difficult  issues  arise,  we  look 
to  the  Supreme  Court  to  unite  our 
Nation.  The  Court  has  played  a  vital 
role  in  many  times  of  national  crisis, 
ranging  from  striking  down  racial  seg- 


regation in  Brown  versus  Board  of 
Education  to  ordering  President  Nixon 
to  turn  over  the  Watergate  tapes. 

Based  on  his  record  as  an  Associate 
Justice,  I  fear  that  Justice  Rehnquist 
will  be  more  likely  to  divide  the  Court 
than  to  unite  the  Nation. 

Justice  Rehnquist  has  dissented  fre- 
quently during  his  tenure  on  the 
Court.  Every  Justice  has  the  right 
and,  indeed,  many  argue  the  responsi- 
bility, to  dissent  when  the  Court 
adopts  a  position  with  which  that  Jus- 
tice disagrees. 

However,  Justice  Rehnquist  has  re- 
peatedly stood  alone  in  8-1  decisions 
on  cases  involving  vital  issues  affecting 
constitutional  rights  and  personal 
freedoms. 

His  record  raises  deep  doubts  about 
his  ability  to  rally  the  Court  and  unify 
the  Nation  in  times  of  crisis  and  uncer- 
tainty. 

CONCLUSION 

The  framers  of  the  Constitution  cre- 
ated the  Federal  judiciary  to  protect 
the  integrity  of  the  Constitution,  and 
to  ensure  that  individual  freedoms  will 
be  protected.  That  is  after  all  what 
the  Constitution  is  all  about  under  our 
constitutional  form  of  government— to 
assure  that  individual  freedoms  are 
protected.  For  as  Alexander  Hamilton 
said  in  Federalist  Paper  78,  without 
such  a  judiciary,  "all  reservations  of 
particular  rights  or  privileges  would 
amount  to  nothing." 

The  Senate  was  not  meant  to  be  a 
rubberstamp.  The  advice  and  consent 
clause  gives  the  Senate  great  power. 
Senators  must  ensure  that  members  of 
the  judiciary  are  worthy  of  the  peo- 
ple's trust  and  confidence. 

In  fact,  I  believe  that  Senators 
should  look  more  deeply  into  the  his- 
tory of  the  writing  of  the  Constitution 
because  when  they  do  they--will  see 
that  the  U.S.  Senate  was  meant  to  be 
an  equal  partner  with  the  Presitlent  in 
the  selection  of  nomhteesy^q^the  Su- 
preme Court.  The  Senate  yas  not 
meant  to  be  a  rubberstamir  of  the 
President's  nominees.  The  Senate  was 
not  meant  to  give  undue  deference  to 
the  President's  choice.  In  fact,  in  earli- 
er drafts  of  the  Constitution,  it  was 
the  Senate  that  was  going  to  decide 
who  the  members  of  the  Court  would 
be— not  the  President,  but  the  Senate. 
In  later  drafts  it  was  determined  that 
the  President  should  appoint  with  the 
advice  and  consent  of  the  Senate. 

It  does  not  make  sense  for  one 
branch  of  the  Government  to  pay  vir- 
tually no  attention  to  the  second  when 
deciding  who  is  to  serve  in  the  third. 
That  does  not  make  sense.  If  we  have 
three  coequal  branches  of  Govern- 
ment, the  U.S.  Congress  must  have  an 
equal  role  along  with  the  President  in 
determining  who  should  be  on  the 
U.S.  Supreme  Court. 

I  submit  very  strongly  that  the  U.S. 
Senate  has  as  great  an  obligation  as 
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the  President  to  make  sure  that  the 
right  person  is  on  that  Court.  This  is 
particularly  true  for  the  Chief  Justice, 
who  like  the  rest  of  the  Court  is  ap- 
pointed for  life:  not  elected,  but  ap- 
pointed for  life. 

I  suggest,  Mr.  President,  when  Sena- 
tors look  deeply  into  the  history  of 
this  nominee,  and  look  into  their  own 
consciences  and  ask  themselves  wheth- 
er they  in  good  conscience  feel  this 
man  should  be  appointed  for  life  to  be 
Chief  Justice  of  the  United  States,  in 
the  privacy  of  their  own  conscience, 
they  have  to  answer  that  question  re- 
grettably and  sadly  and  profoundly. 

I  also  submit  that  if  he  is  confirmed, 
that  this  vote  will  haunt  this  body  be- 
cause this  vote  will  be  one  of  the  most 
important  votes  that  Senators  will  cast 
during  this  decade.  When  this  Court 
decides  constitutional  issues,  civil 
rights,  civil  liberties,  search  and  sei- 
zure, and  other  constitutional  provi- 
sions which  are  so  near  and  dear  to 
America's  freedoms;  when  that  Court 
decides  against  Americans'  personal 
freedoms:  Senators  are  going  to  go 
back  and  wonder  why  they  voted  to 
confirm  this  man. 

In  conclusion,  Mr.  President,  I  ask 
all  of  us,  all  of  us  in  this  body,  who 
took  this  oath  of  office  that  we  swear 
to  as  profoundly  as  we  humanly  can: 
to  ask  ourselves  what  is  right  here  and 
cast  the  appropriate  vote.  Mindful  of 
my  constitutional  duty  and  my  oath  of 
office,  I  cannot  in  good  conscience  sup- 
port the  confirmation  of  the  nominee. 

Mr.  President,  I  yield  the  floor. 

Mr.  President,  I  suggest  the  absence 
of  a  quonma. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

Mr.  DODO.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  Senator  from  Connecticut  is 
recognized. 

Mr.  DODD.  Mr.  President,  prior  to 
the  vote  on  cloture,  I  did  not  get  a  full 
opportunity  to  express  my  views  on 
this  nomination.  I  would  like  to  take 
these  few  minutes  this  afternoon  to 
share  with  my  colleagues  and  others 
the  rationale  underlying  the  position  I 
take  on  the  nomination  of  Mr.  Justice 
Rehnquist  to  be  Chief  Justice  of  the 
U.S.  Supreme  Court. 

Like  all  of  my  colleagues,  Mr.  Presi- 
dent, I  approach  this  question  on  the 
confirmation  of  Justice  Rehnquist 
with  enormous  seriousness  and  solem- 
nity. I  recognize,  as  my  colleagues  do, 
the  tremendous  duty  that  we  all  must 
bear  to  fulfill  our  constitutional  re- 
sponsibilities in  providing  advice  and 
consent  to  the  I»resident  of  the  United 
States— and  to  the  American  people- 
on  nominations  that  are  sent  before 
us.  And  I  will  do  all  in  my  power  to  see 


to  it  that  constitutional  responsibility 
is  fulfilled  as  to  every  nomination 
which  is  presented  to  us. 

There  is  no  more  significant  vote, 
short  of  an  actual  vote  on  a  constitu- 
tional amendment,  than  on  nomina- 
tions to  the  Federal  judiciary.  Within 
that  context,  the  most  important 
nominations  that  we  give  our  advice 
and  consent  on  are,  of  course,  appoint- 
ments to  the  Supreme  Court  of  the 
United  States.  And  further,  within 
that  context,  the  most  important  votes 
we  cast  are  those  involving  the  Chief 
Justices  of  the  United  States. 

We  often  talk  about  historic  votes.  I 
am  as  guilty,  I  suppose,  as  my  other 
colleagues  from  time  to  time  of  refer- 
ring to  particular  measures  that  come 
before  us  as  "historic"  votes,  and  cer- 
tainly there  have  been  some  along  the 
way.  But  far  too  often,  I  think,  we  de- 
scribe a  particular  measure  as  a  histor- 
ic measure  or  historic  opportunity 
and.  in  the  process,  we  cheapen  the 
word  "historic."  Certainly,  considering 
the  fact  that  there  have  been  only  a 
handful  of  occasions  in  the  200-year 
history  of  this  country  when  this 
Senate  has  cast  its  judgment  as  to  in- 
dividuals nominated  to  be  Chief  Jus- 
tice, the  nomination  of  Justice  Rehn- 
quist to  be  Chief  Justice  of  the  United 
States  must  qualify  legitimately  as  a 
historic  vote. 

Given  the  age  of  Mr.  Rehnquist  and 
the  present  age  of  those  who  occupy 
seats  on  the  U.S.  Supreme  Court,  it 
would  not  be  an  exaggeration  to  sug- 
gest that  Mr.  Justice  Rehnquist  could 
serve  as  the  Chief  Justice  of  the 
United  States  for  the  next  2  decades 
or  more.  The  votes  we  cast  this  after- 
noon, therefore,  will  have  historic, 
profound  significance,  and  effect  on 
the  future  of  this  country  as  we  close 
out  the  20th  century  and  begin  the 
next. 

Over  the  past  several  months  since 
President  Reagan  announced  the  nom- 
ination of  Mr.  Justice  Rehnquist  to  be 
Chief  Justice,  I  have  monitored,  as  I 
know  my  colleagues  have,  with  keen 
interest  the  very  lengthy  and  thor- 
ough confirmation  hearings;  I  have  lis- 
tened intently  to  the  debate  here  on 
the  floor  over  the  last  several  days  and 
to  the  various  points  that  my  col- 
leagues have  made— both  pro  and 
against— this  nomination;  and  I  have 
sought  out  and  read  with  eagerness 
numerous  press  and  constituent  ac- 
counts of  the  nominee  and  his  record. 
I  began  that  process,  Mr.  President, 
with  an  open  mind,  one  harboring  nei- 
ther a  hidden  proclivity  to  oppose  the 
nominee  simply  because  he  is  a  con- 
servative jurist,  nor  a  presumption 
that  he  should  be  rubberstamped  by 
me  or  the  Senate  simply  because  he  is 
the  President's  choice  or  a  sitting 
member  of  the  U.S.  Supreme  Court. 
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Article  II  of  the  Constitution  vests 
in  the  Senate  the  privilege— and  the 
solemn  duty— to  assess  the  qualifica- 
tions of  each  judicial  nominee.  While 
the  framers  unquestionably  intended 
that  the  Senate  take  an  active  role  in 
the  confirmation  process,  the  Consti- 
tution nowhere  delineates  those  fac- 
tors against  which  each  Senator 
should  judge  the  fitness  of  a  judicial 
nominee  to  serve  his  or  her  lifetime  on 
the  Federal  bench.  As  with  other  cru- 
cial decisions  we  are  called  upon  to 
make  in  this  arena,  each  Senator 
must,  in  my  view,  begin  and  end  his  or 
her  examination  of  the  nominee  with 
one  overriding  question:  Is  confirma- 
tion of  this  nominee  in  the  best  inter- 
ests of  the  United  States  as  a  whole? 

Answering  this  question  in  the  af- 
firmative first  requires  that  each  Sen- 
ator satisfy  himself  or  herself  that  the 
nominee  possesses  the  excellent  tech- 
nical and  legal  skills  which  we  must 
demand  of  all  Federal  judges.  If  the 
nominee  lacks  those  skills,  our  exami- 
nation need  proceed  no  further,  and 
we  are  duty  bound  to  reject  the  nomi- 
nee. 

Our  next  mission  is  to  ensure  that 
the  nominee  is  of  the  highest  charac- 
ter and  free  from  any  conflicts  of  in- 
terest. The  nominee's  testimony 
before  the  Judiciary  Committee— what 
he  or  she  said  or  failed  to  say— be- 
comes critical  in  this  regard. 

Finally,  we  must  vigorously  examine 
the  nominee  to  see  whether  he  or  she 
is  capable  of  and  committed  to  uphold- 
ing the  Constitution  of  the  United 
States.  Under  this  final  test,  we  must 
focus  on  two  critical  elements,  both  of 
which  require  that  we  examine,  to  a 
certain  extent,  the  nominee's  personal 
ideological  views  on  a  range  of  sub- 
stantive issues. 

First,  we  examine  the  nominee's  ju- 
dicial temperament.  As  to  this  ele- 
ment, we  look  to  see  whether  the 
nominee  is  so  wedded  to  his  or  her 
views  on  controversial  issues— be  they 
termed  "prolife."  "anticapital  punish- 
ment," "progun  control."  or  the  like- 
that  he  or  she  is  simply  not  capable  of 
deciding  cases  fairly  on  the  basis  of 
the  facts  as  presented  and  the  law  as 
previously  decided. 

Second,  not  only  must  we  examine 
the  nominee's  temperament,  but  we 
must  take  a  reading  of  the  nominee's 
temperature  as  well.  It  is  under  this 
crucial  test  that  we  look  to  see  how 
committed  the  nominee  is  to  carrying 
out  the  fundamental  constitutional 
principle  upon  which  our  Nation  has 
been  built,  namely,  the  guarantee  of 
liberty  and  equal  justice  for  all.  In 
other  words,  as  to  civil  rights,  is  the 
nominee  on  fire,  icy  cold,  or  merely 
lukewarm? 

It  is  up  to  each  Senator  to  decide  for 
himself  or  herself  at  what  point  the 
nominee's  views  become  so  contrary  to 
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what  the  Senator  believes  is  in  the 
best  Interests  of  the  Nation  to  warnuit 
opposition  to  the  nominee.  I  will  not 
oppose,  and  have  not  in  the  past  op- 
posed, a  Judicial  nominee  solely  be- 
cause he  or  she  holds  concededly  con- 
servative views  regarding  the  Constitu- 
tion and  the  Court's  role  in  interpret- 
ing and  applying  it.  In  fact,  I  intend  to 
vote  for  the  nomination  of  Judge 
Scalia  to  be  an  Associate  Justice  of  the 
Supreme  Court.  I  voted  for  Justice 
Sandra  Day  O'Connor.  In  fact,  I  have 
voted  for  about  96  percent,  or  more,  of 
the  Judicial  nominations  that  have 
been  sent  to  this  body  by  President 
Reagan  during  the  last  5V^  years.  So  it 
is  not  a  nominee's  views  on  any  par- 
ticular ideological  issue  on  which  I 
think  any  Member  of  this  body,  in- 
cluding myself,  wants  to  base  their  de- 
cision on  the  nomination. 

Rather,  I  base  my  decision  on  this 
nomination  on  three  factors  under  the 
framework  laid  out  above.  These  are 
three  reasons  why  I  do  not  feel  that 
confirmation  of  Mr.  Justice  Rehnquist 
is  in  the  best  interests  of  my  State  or 
my  country. 

First,  I  am  troubled  by  several  areas 
of  the  nominee's  testimony  before  the 
Senate  Judiciary  Committee  which,  in 
my  view,  reflect  a  lack  of  full  candor 
on  his  part.  Exemplary  of  these  is  the 
nominee's  testimony  regarding  two  re- 
strictive covenants  foimd  to  be  con- 
tained on  his  property.  When  con- 
fronted with  this  issue,  Mr.  Justice 
Rehnquist  denied  any  and  all  knowl- 
edge of  these  covenants  and  expressed 
surprise  in  learning  about  them  from 
the  FBI  report  which  uncovered  their 
existence.  Several  days  later,  however, 
the  nominee  sent  to  the  committee  a 
letter  which  he  received  in  1974  explic- 
itly referring  to  the  covenant  on  his 
Vermont  property.  I  would  not  reject 
Mr.  Justice  Rehnquist  solely  on  this 
basis,  but  certainly  his  testimony 
raises  questions  about  whether  or  not 
he  should  have  been  aware  of  those  re- 
strictive covenants  and  whether  the 
nominee  was  as  candid  as  he  should 
have  been  before  the  Judiciary  Com- 
mittee. 

Second,  and  more  importantly,  the 
nominee's  temperament  and  tempera- 
ture are,  in  my  view,  called  into  seri- 
ous question  by  his  well-developed 
record  on  civil  rights  and  liberties.  An 
objective  analysis  of  that  record  re- 
veals that  the  nominee  has,  with  few 
exceptions,  decided  against  civil  rights 
plaintiffs  and  in  favor  of  allowing  the 
State  or  Federal  Government  to  act 
dlscriminatorily  or  in  ways  which  re- 
strict individual  liberties.  That  same 
record  does  not  reflect  merely  a  luke- 
warm commitment  to  equal  rights  for 
our  citizens.  Rather,  it  mirrors  an  icy 
cold  indifference  to  the  equal  protec- 
tion guarantee  embodied  in  our  Con- 
stitution. 

Mr.  President,  other  Members  have 
adequately    delineated    the    specific 


number  of  cases  and  the  votes  that  the 
nominee  has  cast  during  the  15  years 
he  has  served  on  the  Supreme  Court 
as  an  Associate  Justice.  I  would  merely 
point  out  that  it  appears  to  this  Sena- 
tor that  Justice  Rehnquist  does  not 
see  the  Constitution  as  a  living  docu- 
ment. Rather  he  seems  to  view  it  rigid- 
ly—frozen in  time,  as  it  were— in  the 
latter  part  of  the  18th  century  or  the 
early  part  of  the  19th  century. 

The  Constitution,  as  we  have  seen, 
evolves.  Not  that  the  fundamental 
meaning  ought  to  change,  but  certain- 
ly the  world  in  which  we  live  changes 
and  has  changed  dramatically.  Mr. 
Rehnquist  appears  to  have  made  the 
intellectual  decision  that  we  ought  to 
interpret  the  Constitution  very  rigidly, 
as  it  was  written,  as  it  applied  during 
the  days  in  which  it  was  drafted. 

That  may  seem  to  be  an  overbearing 
interpretation  of  his  decisions  but, 
frankly,  I  am  left  with  no  other  con- 
clusion when  I  look  at  the  decisions  in 
which  Justice  Rehnquist  has  been  in- 
volved. 

Consider  the  some  83  nonunanimous 
cases  where  civil  rights  statutes  were 
interpreted.  Justice  Rehnquist  voted 
against  the  civil  rights  plaintiff  in  80 
out  of  those  83  cases,  that,  in  my  view, 
reflects  a  rigidity.  It  reflects,  as  well, 
an  unwillingness  to  recognize  that  the 
times  in  fact  have  changed,  that  evalu- 
tion  has  occurred  over  the  last  200 
years  and  most  importantly  in  the  last 
40  years,  and  that  the  Constitution 
must  be  read  in  light  of  those  changes. 

Let  us  remember  what  we  are  doing 
today.  We  are  attempting  to  fill  the 
position  of  Chief  Justice  of  the  United 
States— without  question  the  highest, 
most  revered  judicial  office  in  our 
Nation.  The  man  or  woman  who  occu- 
pies that  seat  must,  as  the  title  of  the 
position  reflects,  above  all  else  actively 
work  for  and  embody  justice.  Not  jus- 
tice for  some.  Not  justice  only  for 
whites.  Not  justice  for  men  exclusive- 
ly. But  Chief  Justice  for  all.  Whatever 
other  qualifications  Mr.  Justice  Rehn- 
quist possesses,  I  do  not  believe  he 
stands  as  a  symbol  and  reality  of  equal 
justice  for  all. 

Finally,  while  Mr.  Justice  Rehnquist 
undoubtedly  possesses  a  sharp  legal 
mind,  he  lacks  one  particular  ability 
which  he  must  possess  in  order  to  be 
an  effective  leader  on  the  Court:  the 
ability  and  the  desire,  and  I  emphasize 
desire,  to  activate  and  effectuate  con- 
sensus among  the  Court's  nine  individ- 
ual members. 

The  nominee  has  not  only  conceded- 
ly been  in  dissent  more  frequently 
than  most  but,  more  importantly,  it 
seems  to  me,  he  simply  does  not  reach 
out.  In  fact,  in  testimony  before  the 
Judiciary  Committee,  the  American 
Bar  Association,  through  its  investiga- 
tion and  discussion  with  others,  indi- 
cates that  Justice  Rehnquist  rarely,  if 
ever,  has  sought  out,  as  one  might  in  a 


collegial  fashion,  the  views  of  those 
other  members  of  the  Court. 

Certainly,  all  of  us  in  this  body, 
while  we  are  not  a  judicial  body,  even 
though  we  know  we  may  disagree  with 
one  another,  we  respect  the  intelli- 
gence, we  respect  the  compassion,  we 
respect  the  integrity  of  each  other 
enough  to  seek  each  other  out  on 
policy  matters  and  the  like. 

In  fact,  it  is  not  an  uncommon  occur- 
rence for  a  very  conservative  Member 
of  the  other  side  of  the  aisle  to  ap- 
proach a  very  liberal  Member  on  this 
side  of  the  aisle  and  to  ask,  "Why  are 
you  voting  that  way?  What  is  your  ra- 
tionale, your  thinking?  Likewise,  it  is 
not  uncommon  to  see  Members  here 
approach  that  side  of  the  aisle  and 
raise  the  same  kind  of  question.  They 
may  not  end  up  voting  alike,  but  there 
is  enough  respect  for  each  other's  in- 
tegrity that  we  seek  out  the  motiva- 
tion of  our  colleagues. 

D  1640 

You  would  think  that  on  the  Su- 
preme Court,  that  same  kind  of  colle- 
gial environment  might  exist.  And  yet, 
Justice  Rehnquist  has  demonstrated 
little  or  no  inclination  to  reach  out 
and  discuss  with  his  colleagues  on  the 
Bench  why  they  reach  their  decisions 
as  they  do. 

That  worries  me  deeply  because  the 
Chief  Justice  must  perform,  as  head  of 
the  Court,  the  role  of  consensus  build- 
er. 

At  critical  junctures  in  our  Nation's 
history,  the  Chief  Justice  has  recog- 
nized the  need  to  forge  a  consensus  to 
achieve  a  greater  social  good.  Chief 
Justice  Earl  Warren  cajolled  recalci- 
trant Justices  in  order  to  persuade 
them  to  concur  in  the  Court's  opinion 
in  Brown  versus  Board  of  Education. 
Chief  Justice  Warren  foresaw  the  fire- 
storm that  the  decision  would  create, 
and  convinced  his  brethren  that  una- 
nimity was  required  to  weather  the 
storm  ahead.  Similarly,  Chief  Justice 
Warren  Burger  recognized  the  impor- 
tance of  consensus  when  the  Court 
was  making  preparations  to  order 
President  Nixon  to  surrender  the  Wa- 
tergate tapes. 

I  fear  that  Mr.  Justice  Rehnquist, 
put  in  similar  situations  which  will  un- 
doubtedly arise  during  his  tenure  on 
the  Court,  would  be  unable  to  develop 
that  same  type  of  consensus  among 
his  colleagues  on  the  Bench.  This 
would  be  harmful  not  only  to  the 
Court,  but  to  our  coimtry  as  well. 

Finally,  Mr.  President,  there  has 
been  extensive  debate  over  the  memo- 
randum that  the  nominee  wrote  to 
Justice  Jackson  regarding  the  1896, 
Plessy  versus  Fergiison  decision  which 
upheld  segregation.  Let  me  briefly 
remark  on  that  discussion. 

Almost  a  week  from  today,  we  will 
commemorate  the  40th  anniversary  of 
the    termination    of    the    Nuremberg 
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trials.  Justice  Jackson,  of  course,  was 
the  chief  prosecutor  for  the  United 
States  at  those  trials.  I  have  more 
than  Just  a  passing  interest  in  all  of 
that  since  the  executive  trial  counsel 
for  Justice  Jackson  at  those  trials  was 
my  father,  who  happened  to  be  a 
Member  of  this  body.  I  went  back  over 
the  correspondence  between  my  father 
and  Justice  Jackson,  who  maintained  a 
friendship  long  after  those  days  in 
Nuremberg.  While  I  could  find  no  par- 
ticular piece  of  correspondence  that 
referenced  Justice  Jackson's  views 
toward  segregation  in  this  country,  I 
knew  my  father  well  enough  and 
heard  him  talk  over  the  years  enough 
to  know  about  his  deep  affection  for 
this  man  and  Mr.  Jackson's  deep  com- 
mitment to  human  rights. 

In  fact,  that  trial  almost  did  not 
occur  had  it  not  been  for  the  United 
States  and  Justice  Jackson  insisting 
that  there  ought  to  be  a  framework  in 
which  the  crimes  of  the  Nazis  could  be 
examined  and  laid  before  the  entire 
world. 

I  think  it  is  helpful  to  make  note  of 
Justice  Jackson's  remarks  as  he 
opened  the  tribvuial  debates  in  Nurem- 
berg in  1945.  He  said  there.  "We  will 
show  them  to  be  living  symbols  of 
racial  hatred,  of  terrorism,  of  violence 
and  of  the  arrogance  of  power.  They 
took  all  the  dignities  and  freedoms 
that  we  hold  as  natural  and  inalien- 
able rights  in  every  human  being."  He 
went  on  at  length,  but  that  particular 
paragraph,  it  seems  to  me,  demon- 
strates Justice  Jackson's  views  about 
racial  hatred  and  the  inalienable 
rights  of  every  human  being.  State- 
ments such  as  these  cast  doubt  upon 
Justice  Rehnquist's  testimony  that  he 
was  writing  a  memorandum  for  Justice 
Jackson  only  to  comply  with  Justice 
Jackson's  views  of  civil  rights.  Justice 
Jackson  was .  as  determined  as  any 
human  being  in  public  life  to  uphold 
the  inalienable  rights  of  every  human 
being,  and  to  suggest  otherwise  does  a 
great  disservice  to  a  man  whose 
memory  we  ought  to  be  remembering 
in  these  days  40  years  after  the  con- 
clusion of  the  Nuremberg  trials. 

In  conclusion,  Mr.  President,  I  have 
no  choice  but  to  oppose  the  confirma- 
tion of  Mr.  Justice  Rehnquist  to  be 
Chief  Justice  of  the  United  States  for 
a  number  of  reasons.  More  than  any- 
thing else,  however,  this  office  de- 
mands from  its  occupant  more  than 
mere  mental  acuity:  it  demands  some- 
one who  is  red  hot  to  ensure  that  the 
guarantees  of  our  national  charter 
apply  with  equal  justice  for  all.  It  is 
precisely  this  burning  desire  to  protect 
the  civil  liberties  of  all  citizens  which, 
I  am  saddened  to  say,  is  most  lacking 
in  this  nominee. 

Mr.  EXON  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Nebraska. 

Mr.  EXON.  Mr.  President,  I  will  not 
unnecessarily   delay   the   vote   up   or 


down  to  confirm  Mr.  Rehnquist  as 
Chief  Justice.  It  seems  to  me  that  basi- 
cally it  is  a  foregone  conclusion  that 
the  50-plus  votes  are  here  and  ready  to 
be  cast  in  support  of  the  nomination. 

First,  I  would  like  to  comment  on  a 
happening  which  took  place  just 
before— I  emphasize  just  before— the 
cloture  vote  earlier  today.  The  Senator 
sought  recognition  from  the  Chair  to 
ask  unanimous  consent  that  I  be  al- 
lowed to  speak  for  3  minutes  without 
such  time  being  charged  to  either  side 
of  the  issue,  being  fully  aware  of  the 
parliamentary  agreement  then  in 
effect,  under  the  dwindling  time  that 
was  assigned  to  both  managers  of  the 
bill.  Since  this  Senator  had  not  at  that 
time  made  up  his  mind  what  his  vote 
would  be  on  the  cloture  motion,  I 
sought  to  make  a  statement  and  then 
ask  a  question.  I  did  not  think  it  was 
proper  for  me  to  declare  at  that  time 
to  either  manager  of  the  bill  the  pro 
side  or  the  con  side  on  what  I  was 
going  to  do  because  I  had  not  come 
down  to  that  final  determination. 

The  minority  Member  was  kind 
enough,  however,  to  give  me  the  last 
few  moments  of  his  time  to  make  a 
brief  statement.  The  majority  manag- 
er of  the  bill  objected  to  the  additional 
3  minutes.  Frankly,  at  that  time,  Mr. 
President,  this  Senator  intended  to 
vote  "present"  on  the  cloture  vote, 
willing  to  move  ahead  if  it  was  the  will 
of  60  of  my  colleagues  to  get  on  with 
the  up  or  down  vote.  I  would  like  to 
have  had  the  opportunity  to  ask  ques- 
tions then.  But  some  of  the  questions 
and  some  of  the  statements  I  intended 
to  make  in  those  brief  3  minutes  will 
be  included  in  the  remarks  I  am  about 
to  give. 

When  we  get  down  to  one  of  these 
time  agreements.  Mr.  President,  where 
the  time  is  allotted  to  either  those  for 
or  against,  it  leaves  no  time  whatso- 
ever for  the  views  of  those  yet  unde- 
cided or  to  ask  questions  to  help  us 
make  up  our  mind. 

Mr.  President,  we  have  before  us  an 
extremely— an  extremely  important 
matter— probably  one  of  the  most  im- 
portant votes  that  any  of  us  will  cast 
in  the  Senate.  But  now  we  are  down  to 
the  final  vote  up  or  down  and  it  is 
time  to  make  the  call. 

D  1650 

Mr.  President,  from  the  very  begin- 
ning, I  had  indicated  my  likely  approv- 
al of  the  Presidential  nomination  of 
Justice  Rehnquist  to  be  Chief  Justice. 
While  I  had  some  misgivings,  my 
record  shows  that  I  generally  support 
Presidential  appointees.  Last  night 
and  this  morning,  I  intended  to  vote 
for  Justice  Rehnquist.  But  after  listen- 
ing further,  and  after  further  review- 
ing the  record  again  and  again,  and 
having  had  some  second  thoughts,  I 
felt  that  I  should  press  myself  into 
making  a  final  look  at  the  record.  I 
have  come  to  the  conclusion  that  the 


proper  vote  is  "no."  I  wish  to  take  a 
few  moments  to  explain  my  reason  for 
opposition. 

It  is  not  based  on  the  technical 
qualifications  or  his  high  intellect. 
They  are  strong  and,  in  my  view, 
beyond  any  reasonable  doubt.  While  I 
do  not  agree  completely  with  his  posi- 
tion on  a  whole  series  of  issues,  I  rec- 
ognize the  right  he  has  to  those,  and  I 
think  he  has  been  honest  and  straight- 
forward in  his  decisions  while  on  the 
Court.  Nor  is  it  his  personal  or  judicial 
philosophy  that  this  Senator  takes 
issue  with,  and  it  has  nothing  to  do 
with  the  vote  I  will  be  casting  in  oppo- 
sition. 

His  judicial  philosophy  and  his  polit- 
ical affiliation.  I  think,  have  nothing 
whatsoever  to  do  with  the  basic  quali- 
fications. I  t)elieve  that  has  been  well 
established  by  many  discussions  smd 
many  decisions  he  has  been  a  part  of 
on  the  Court,  that  he  has  a  right  to 
those  positions,  and  I  thought  he 
stated  them  quite  eloquently.  For  the 
most  part  I  agreed  with  him;  and  I  will 
say  again  that  there  is  nothing  uTong 
with  a  conservative— even  a  dedicated 
conservative— on  the  Supreme  Court 
of  the  United  States. 

I  will  further  say  that  I  generally 
agree  with  his  prolife  decisions  and 
statements  that  have  been  part  of  the 
character  of  Justice  Rehnquist  over 
the  years,  both  as  a  person  and  as  a 
Justice  of  the  Supreme  Court. 

What,  then,  one  might  ask.  would  be 
the  reason  for  opposing  moving  a  Jus- 
tice to  Chief  Justice,  if  he  is  technical- 
ly qualified,  has  a  high  rating  from 
the  bar  association,  and  has  other 
characteristics  that  would  otherwise 
qualify  him? 

Why,  then,  would  one  quarrel  with 
his  elevation  to  the  position  of  Chief 
Justice?  I  think  it  is  for  a  very  good 
reason,  Mr.  President,  which  has  re- 
ceived little  consideration  when  re- 
viewing the  elevation  of  a  Justice  to 
Chief  Justice,  where  he  will  serve  for 
years  and  years  to  come,  as  the  top 
jurist  of  all  the  courts  and  the  court 
systems  of  the  United  States  of  Amer- 
ica. 

My  concern  is  his  lack  of  full  credi- 
bility, sometimes  reliability,  and,  most 
of  all.  his  seeming  inability  to  be  an  ef- 
fective consensus  developer,  which  I 
believe  is  an  important  requirement 
for  the  Chief  Justice. 

The  Chief  Jutice  of  the  United 
States  is  a  person  who  should  be 
chosen  nearly  by  acclamation,  and  I 
think  the  vote  will  indicate  very  clear- 
ly that  he  is  not  being  chosen  by  accla- 
mation, that  there  are  those  who,  for 
their  own  reasons  and  very  sincere 
reasons,  have  serious  objections.  I 
think  what  they  are  basically  saying  is 
that  there  is  nothing  wrong  with  Jus- 
tice Rehnquist  remaining  on  the 
Court,  but  the  question  is  as  to  wheth- 
er or  not  he  is  the  best  individual  in 
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the  whole  United  States  of  America  to 
be  moved  up  to  this  important  posi- 
tion. 

Having  said  all  that,  Mr.  President,  I 
realize  that  his  nomination  will  very 
likely  be  confirmed  by  the  U.S. 
Senate.  Nonetheless,  notwithstanding 
any  of  the  statements  I  have  made,  I 
have  no  personal  feelings  against  Jus- 
tice Rehnquist  whatsoever.  I  hope  and 
pray  that  after  his  nomination  is  con- 
firmed, which  it  very  likely  will  be,  he 
will  be  an  outstanding  Chief  Justice  of 
the  United  States. 

The  good  news  is  that  people  have  a 
way  of  growing  in  that  position,  and  I 
certainly  believe  that  Justice  Rehn- 
quist has  the  ability  to  grow.  There- 
fore, in  conclusion,  let  me  say  that  I 
hope  history  will  show  that  he  will 
eventually  be  recognized  through  ac- 
complishments as  a  great  Chief  Jus- 
tice. I  think  he  has  the  potential.  I 
hope  he  has  the  will  and  the  foresight, 
and  I  hope  that  he  will  develop  the 
ability  to  become  an  effective  consen- 
sus-maker, which  I  think,  above  all 
other  qualifications,  is  the  supreme 
test  of  the  Chief  Justice  of  the  United 
States. 

Mr.  President.  I  yield  the  floor,  and  I 
suggest  the  absence  of  a  quortun. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

D  1700 

Mr.  BYRD.  Mr.  President.  I  ask 
unanimous  consent  that  the  order  for 
the  quonmi  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  minority  leader  is  recognized. 

Mr.  BYRD.  Mr.  President,  I  thank 
the  Chair. 

Mr.  President,  if  the  Chair  will  in- 
dulge me  I  am  awaiting  the  promul- 
gating of  a  unanimous-consent  request 
before  I  begin. 

Mr.  KASTEN  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Wisconsin. 

Mr.  KASTEN.  Mr.  President,  is  a 
quonmi  call  in  progress? 

The  PRESIDING  OFFICER.  No,  it 
is  not.  The  minority  leader  has  been 
recognized. 

Has  he  yielded? 

Mr.  KASTEN.  Mr.  President,  will 
the  Senator  yield? 

Mr.  BYRD.  I  yield  to  the  distin- 
guished acting  Republican  leader  for 
the  purpose  of  his  making  a  unani- 
mous-consent request. 

Mr.  KASTEN.  I  thank  the  distin- 
guished minority  leader. 


UMI 


IMPEACHMENT  TRIAL  OF  JUDGE 
HARRY  E.  CLAIBORNE 

Mr.  KASTEN.  As  in  legislative  ses- 
sion, Mr.  President,  I  ask  imanimous 
consent  that,  notwithstanding  the  pro- 
visions of  rule  XIX  of  the  Rules  of 


Procedure  and  Practice  in  the  Senate 
when  sitting  on  impeachment  trials, 
the  chairman— or,  in  his  absence,  the 
vice  chairman— of  the  Special  Commit- 
tee on  the  Impeachment  Trial  of 
Judge  Harry  E.  Claiborne  is  author- 
ized to  permit  members  of  said  com- 
mittee to  pose  questions  orally  to  the 
impeached  person,  witnesses.  House 
managers,  and  counsels  appearing 
before  the  committee,  on  such  terms 
and  with  such  restrictions  as  the 
chairman  shall  prescribe  for  the  expe- 
ditious completion  of  the  committee's 
business. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  KASTEN.  I  thank  the  Chair, 
and  I  thank  the  distinguished  minori- 
ty leader.       ^_^^^___ 

NOMINATION  OF  WILLIAM  H. 
REHNQUIST  TO  BE  CHIEF  JUS- 
TICE OF  THE  UNITED  STATES 

The  Senate  continued  with  consider- 
ations of  the  nomination. 

The  PRESIDING  OFFICER  (Mr. 
Danforth).  The  minority  leader  is  rec- 
ognized. 

Mr.  BYRD.  Mr.  President.  I  thank 
the  Chair. 

Mr.  President,  this  afternoon  we  are 
debating  the  nomination  of  William  H. 
Rehnquist.  of  the  State  of  Virginia,  to 
be  Chief  Justice  of  the  United  States. 

This  is  a  vote  that  will  be  cast  soon. 
This  is  a  vote  that  has  troubled  me 
considerably. 

I  voted  to  report  the  nomination 
from  the  Judiciary  Committee.  I  voted 
to  report  it  with  the  understanding 
that  I  would  reserve  my  final  judg- 
ment on  it.  that  I  would  give  the 
Senate  a  chance  to  debate  the  matter. 
And  the  Senate  has  debated  this 
matter.  Senators  have.  I  think,  done 
themselves  proud. 

I  have  listened  to  the  debates  care- 
fully. 

One  might  say  "Well,  I  have  not 
seen  you  on  the  floor.  Senator."  That 
is  true. 

I  cannot  sit  on  the  floor  and  listen  to 
each  debate  as  I  would  like,  because  of 
the  many  other  matters  that  come  up 
and  things  that  interrupt  me.  Other 
Senators  have  the  same  demands  on 
their  time. 

But  I  have  watched  this  debate.  I 
asked  my  daughter  last  week  to  tape 
the  debate  on  the  Rehnquist  nomina- 
tion, and  last  Sunday  I  spent  all  after- 
noon and  until  1  o'clock  in  the  morn- 
ing on  Monday  watching  Senators  and 
listening  to  them  as  they  presented 
their  views  on  this  nomination.  And  on 
Monday  evening  I  continued  until 
after  1  o'clock  in  the  morning.  Last 
evening,  until  after  2  o'clock  this 
morning,  I  was  still  considering  the 
views  of  those  who  spoke  pro  and  con. 

I  arrived  at  my  decision  last  night  as 
to  how  I  would  cast  my  vote  on  this 
nomination. 


Watching  the  debate  on  TV,  may  I 
say,  incidentally,  one  can  concentrate 
without  interruption,  without  being 
called  to  the  office  to  talk  on  the 
phone,  without  being  called  to  the 
office  to  meet  someone,  without 
having  to  bend  one's  ear  to  a  col- 
league. One  can  concentrate  wholly 
and  totally  on  what  a  Senator  is 
saying. 

May  I  say  I  have  been  very  im- 
pressed by  the  logic,  by  the  content, 
by  the  probity  and  substance  of  the 
debate  on  both  sides  of  the  aisle  and 
on  both  sides  of  the  question. 

So  I  finally  have  arrived  at  my  deci- 
sion. As  I  have  listened  to  this  debate  I 
find  that  it  in  the  main  has  revolved 
around  about  five  or  six  contentions. 

One,  give  the  President  his  choice. 

Two.  conservative  ideology  is  so  ex- 
treme in  this  individual  as  to  make 
him  insensitive  to  the  rights  of  minori- 
ties. He  favors  government  over  indi- 
viduals. 

Three,  those  who  oppose  the  nomi- 
nation of  Mr.  Rehnquist  do  so  on  the 
basis  of  his  judicial  philosophy,  on  the 
basis  of  his  ideology,  and  ideology  has 
no  place  in  decisions  with  respect  to 
the  confirmation  of  nominees  to  sit  on 
the  courts. 

Four,  candor  or  lack  thereof. 

Five,  give  the  nominee  the  benefit  of 
the  doubt. 

I  think  that  this  is  a  pretty  fair  sum- 
mation of  the  points  that  have  been 
debated  back  and  forth,  and  to  which 
I  shall  briefly  address  my  own  re- 
marks. 

First,  give  the  President  his  choice. 
Well,  we  have  heard  this  argument 
time  and  time  again,  Mr.  President.  I 
do  not  subscribe  to  it.  It  is  a  fallacious 
argument.  It  is  a  spurious  one. 

Let  us  see  what  the  Constitution 
says.  The  Constitution  says  "He," 
meaning  the  President,  "he  shall 
nominate,  and  by  and  with  the  advice 
and  consent  of  the  senate,  shall  ap- 
point •  •  •  judges  of  the  supreme 
court."  The  President  only  can  nomi- 
nate. But  he  shall  appoint  "by  and 
with  the  advice  and  consent  of  the 
senate."  Those  words  are  not  meaning- 
less. They  mean  something. 

They  mean  that  the  Senate  has  an 
equal  part  in  the  appointment  of 
judges  to  the  Supreme  Court  of  the 
United  States,  and  we  should  not  take 
that  constitutional  responsibility  that 
is  placed  upon  us  lightly. 

"This  decision  can  be  made  but  once. 
There  is  no  opportunity  for  a  second 
time.  Once  the  Senate  has  made  its  de- 
cision, once  the  President  has  been  no- 
tified, once  he  has  tendered  the  com- 
mission to  Mr.  Rehnquist,  once  Mr. 
Rehnquist  takes  the  oath  as  Chief 
Justice  of  the  United  States,  then  the 
Senate  has  no  opportunity  to  reconsid- 
er its  decision. 

Only  in  the  case  of  impeachment 
trials  does  the  Senate  take  a  second 
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look.  And  we  all  know  that  only  for 
the  first  time  in  the  last  50  years  Is 
the  Senate  engaged— at  the  moment, 
as  a  matter  of  fact— in  sitting  as  a 
court  in  the  trial  of  a  judge  who  has 
been  impeached  by  the  House  of  Rep- 
resentatives. 

D  1710     • 

So  the  Senate  has  a  responsibility  in 
the  appointment  process.  It  is  a  heavy 
one. 

Mr.  President,  normally  I  would  say, 
all  things  being  equal,  let  us  give  the 
President  his  choice.  And  in  the  case 
of  Cabinet  officers,  the  responsibility 
upon  us  is  heavy,  but  not  as  heavy  as 
it  is  with  respect  to  nominees  to  the 
courts  of  this  land,  and  particularly  to 
the  Supreme  Court  of  this  land,  and 
more  specifically  to  the  office  of  Chief 
Justice  of  the  United  States. 

This  is  a  heavy,  it  is  an  awesome,  it 
is  a  sobering  responsibility,  and  no 
Senator  should  take  it  lightly.  No  Sen- 
ator should  act  in  this  instance  on  the 
basis  that  we  should  just  give  the 
President  his  choice.  I  do  not  care 
what  President  it  is.  whether  it  is  a 
Democratic  President  or  a  Republican 
President.  Our  duty  goes  beyond  that. 

The  next  point:  The  conservative 
ideology  of  Mr.  Rehnquist  is  so  ex- 
treme that  he  has  an  insensitivity  to 
the  rights  of  minorities,  and  he  favors 
government  over  individuals. 

Mr.  President,  I  happen  to  believe 
that  there  is  something  in  the  mind 
and  heart  of  most  men  and  women 
which,  when  inspired  and  challenged, 
will  cause  them  to  rise  to  the  chal- 
lenge and  to  the  needs  of  the  office, 
the  moment,  and  the  occasion.  I  do 
not  subscribe  to  the  idea  that  Mr. 
Rehnquist  is  so  insensitive  of  the 
rights  of  minorities  that  he  cannot 
rise  to  the  occasion  and  meet  that  test. 

Time  and  time  again  we  have  all 
seen  men  become  Presidents,  or 
become  U.S.  Senators,  or  who  have 
held  other  high  offices,  either  ap- 
pointive or  elective,  when  who  would 
have  believed  that  they  would  have 
later  proved  to  be  equal  to  the  task,  or 
even  have  proved  outstanding.  But  we 
have  seen  it  happen  time  and  time 
again. 

I  do  not  think  we  should  pin  a  label 
on  a  Justice  just  by  counting  how 
many  cases  decided  by  that  individual 
reflected  liberal  decisions— whatever 
that  means— or  how  many  reflected 
conservative  decisions— whatever  that 
means.  It  takes  a  close  look  at  the  sub- 
stance, at  the  content  of  the  reasoning 
and  rationale  behind  the  decisions. 

Mr.  Rehnquist's  decisions  on  sexual 
harassment  of  women  in  the  work- 
place is  a  perfect  example.  Did  Justice 
Rehnquist  take  that  position  because 
it  is  his  traditional  views  of  women 
and  the  family,  or  did  he  write  the 
opinion  because  he  clearly  understood 
the  need  to  ensure  that  women  are 
protected  from  that  kind  of  pressure 


in  the  workplace  and  can  advance  on 
the  merits  of  their  work  performance 
and  receive  equal  treatment? 

So  it  is  not  the  volume  of  cases,  it  is 
not  the  number  of  cases,  it  is  the  sub- 
stance. What  were  the  issues?  Perhaps 
a  loose  way  of  saying  it  would  be  that 
it  is  the  "quality,"  the  quality  of  his 
judgment,  the  rightness  of  his  judg- 
ment, the  substance  of  the  case.  What 
did  this  involve  and  how  did  he  reach 
his  decision? 

I  do  not  believe  that  Mr.  Rehnquist 
is  so  straitjacketed  in  his  conservative 
beliefs  that  he  is  insensitive.  Perhaps 
his  experience  thus  far  would  lead 
some  people  to  believe  that  he  would 
have  a  difficult  time  being  more  sensi- 
tive. But  I  still  believe  that,  men  can 
improve  themselves,  can  rise  to  meet 
the  occasion,  the  challenge,  the  re- 
quirements of  the  office,  the  moment, 
the  circumstances,  the  needs  of  the 
people. 

Well,  let  me  go  on  from  there. 

The  third  point  of  contention  here 
seems  to  be  that  "ideololgy"  has  no 
place  in  this  decision.  I  have  heard 
that  said  here. 

All  those  who  are  opposed  to  the  nomina- 
tion are  opposing  it  on  the  basis  of  ideology. 
It  should  not  be  done.  Experience,  ability, 
integrity,  these  are  the  qualifications.  The 
President  may  decide  on  the  basis  of  ideolo- 
gy. Let  him  choose  whomever  he  wishes  and 
let  him  make  a  judgment  as  to  that  particu- 
lar individual's  judicial  philosophy.  But  not 
the  Senate. 

I  maintain,  Mr.  President,  that,  any 
President  of  the  United  States  has  a 
right  to  do  so— and  not  only  has  a 
right,  I  think  he  has  a  duty  to  do  so.  I 
would  think  him  lacking  in  something 
if  he  did  not  consider  the  ideology  or 
the  judicial  philosophy  of  the  nominee 
whose  name  he  submits  to  the  U.S. 
Senate  to  sit  on  a  district  court,  an  ap- 
pellate court,  the  Supreme  Court  of 
the  United  States,  yes,  even  that  high- 
est of  all  judicial  positions.  Chief  Jus- 
tice of  the  United  States.  I  would 
think  he  was  lacking  in  judgment. 

And  I  think  the  same  thing  about 
Senators.  Why  should  Senators  not 
have  the  same  right  and  duty? 

Well,  let  us  have  Mr.  Rehnquist 
answer  the  question.  For  those  who 
propose  that  Senators  should  not 
judge  this  nominee  on  the  basis  of  his 
ideology,  let  us  hear  what  he  has  to 
say. 

In  "The  Making  of  a  Supreme  Court 
Justice,"  by  William  H.  Rehnquist, 
from  the  Harvard  Law  Record,  Octo- 
ber 8,  1959,  here  is  what  he  says  on 
that  question: 

Specifically,  until  the  Senate  restores  its 
practice  of  thoroughly  informing  itself  on 
the  judicial  philosophy  of  a  Supreme  Court 
nominee  before  voting  to  confirm  him,  it 
will  have  a  hard  time  convincing  doubters 
that  it  could  make  effective  use  of  any  addi- 
tional part  in  the  selection  process. 

And  again  he  says— Mr.  Rehnquist 
himself,  the  nominee,  is  speaking 
here— on  the  question  as  to  whether  or 


not  ideology  should  be  a  factor  in  the 
determination  by  Senators  who  sit  in 
judgment  on  his  nomination: 

If  greater  judicial  self-restraint  is  desired, 
or  a  different  interpretation  of  the  phrases 
"due  process  of  law"  or  "equal  protection  of 
the  laws",  then  men  sympathetic  to  such  de- 
sires must  sit  upon  the  high  court.  The  only 
way  for  the  Senate  to  leam  of  these  sympa- 
thies is  to  "inquire  of  men  on  their  way  to 
the  Supreme  Court  something  of  their  views 
on  these  questions." 

Now,  Mr.  Rehnquist  is  "on  his  way", 
we  might  say,  to  the  office  of  Chief 
Justice  of  the  United  States  and, 
therefore,  the  only  way  for  Senators 
to  leam  of  his  sympathies,  whatever 
his  ideology  may  be  on  this  or  that 
question,  is  to  inquire  of  him,  "on  his 
way",  what  his  views  are  on  this  ques- 
tion. So  Mr.  Rehnquist  answers  the 
question  himself. 

Now,  Mr.  President,  this  is  not  the 
first  time  I  have  had  something  to  say 
about  the  ideology  of  individuals 
named  to  sit  on  the  Supreme  Court. 
And  it  is  not  the  first  time  I  have  con- 
sidered ideology. 

When  Mr.  Justice  Thurgood  Mar- 
shall was  appointed  to  the  Supreme 
Court  in  1967,  by  a  Democratic  Presi- 
dent—at a  time  when  I  held  a  Demo- 
cratic office  in  the  leadership  of  the 
U.S.  Senate,  secretary  to  the  Demo- 
cratic conference— I  voted  against  Mr. 
Marshall  because  of  his  judicial  phi- 
losophy. 

D  1720 

I  intended  at  first  to  vote  for  him.  I 
said  to  my  staff  before  I  went  home  on 
that  particular  day,  "Prepare  me  a 
speech  in  support  of  Mr.  Marshall.  I 
want  to  vote  for  him."  I  had  filibus- 
tered against  the  1964  CivU  Rights 
Act,  which  I  voted  against— one  of  the 
two  votes  that  I  have  cast  in  this 
Senate  for  which  I  have  been  sorry, 
and  have  regretted.  Incidentally,  the 
other  vote,  as  I  have  indicated  many 
times,  was  to  deregulate  the  airlines. 
But,  I  had  spoken  16  hours  on  this 
Senate  floor  in  opposition  to  the  Civil 
Rights  Act  of  1964. 

I  was  just  out  of  law  school,  I  had 
gone  to  law  school  10  years,  I  had  been 
on  the  Armed  Services  Committee  and 
the  Appropriations  Conunittee,  and  I 
decided  I  wanted  to  go  on  the  Judici- 
ary Conunittee  now  that  I  had  earned 
a  law  degree.  I  sat  on  the  Judiciary 
Committee.  And  here  I  sat  In  the 
shadow  of  constitutional  giants  in  this 
Chamber— Senator  Ervin,  Senator 
Russell.  And  you  can  name  others  one 
by  one.  I  was  impressed  with  their  con- 
stitutional arguments  against  the  1964 
Civil  Rights  Act.  And  I  in  my  own  con- 
science spoke  against  that  act,  and  I  in 
my  own  good  conscience  voted  against 
it.  Later,  I  have  come  to  be  sorry  for 
that  vote. 

But  here  came  the  nomination  to 
the  Senate  of  Thurgood  Marshall.  I 
thought    to    myself,    I    had    spoken 
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against  the  1964  Act.  Politically,  I 
think  it  would  be  a  good  thing  for  me 
to  vote  for  Thurgood  Marshall  to  sit 
on  the  Supreme  Court.  And  then  aside 
from  politics,  I  thought  it  would  be 
good  for  me  to  vote  for  Thurgood  Mar- 
shall as  the  first  black  man  to  serve  on 
the  Supreme  Court  of  the  United 
States.  "This  is  a  historic  vote.  I  am 
going  to  vote  for  him.  So  prepare  me  a 
speech  for  him.  But  first  give  me  some 
of  his  opinions  that  he  has  rendered 
on  the  appellate  court  in  New  York." 
So  I  took  those  opinions  home  with 
me,  and  as  I  read  them  I  began  to  see 
that  more  and  more  they  were  opin- 
ions with  which,  from  the  standpoint 
of  ideology,  I  personally  did  not  agree. 

So  lying  in  bed  that  night,  it  sudden- 
ly dawned  on  me,  well,  here  I  cannot 
vote  for  this  nominee.  If  he  were 
white,  I  definitely  would  not  vote  for 
him  because  I  do  not  subscribe  to  his 
Judicial  philosophy.  I  do  not  subscribe 
to  his  ideology.  Then  why  should  I 
vote  for  him  just  because  he  is  black, 
if  I  do  not  subscribe  to  his  judicial  phi- 
losophy? So  I  cast  my  vote  against  Mr. 
Justice  Marshall.  That  is  nothing  to 
his  discredit.  I  am  simply  saying  that 
ideology  was  the  controlling  factor  in 
my  decision. 

Then  there  came  Abe  Portas.  I  had 
voted  for  Abe  Portas,  whose  name  had 
been  sent  to  the  Senate  by  a  Demo- 
cratic President  to  be  an  Associate 
Justice.  But  when  it  came  to  elevating 
him  to  Chief  Justice,  I  looked  at  his 
philosophy.  Here  is  what  I  said:  "I 
have  no  objections  to  Mr.  Portas  per- 
sonally, or  to  his  qualifications  as  an 
able  lawyer.  I  have  heard  nothing 
which  would  reflect  against  his  good 
character  and  conduct  as  a  citizen.  My 
objections  go  solely  to  his  judicial  phi- 
losophy as  manifested  by  his  words 
and  actions  while  serving  on  the 
Court." 

So  there  you  are.  That  was  in  Sep- 
tember 1968.  Again  a  nomination  by  a 
Democratic  President,  again  a  decision 
by  an  officeholder  within  the  Demo- 
cratic party  structure  in  the  Senate,  a 
decision  to  vote  against  a  Presidential 
nomination,  and  why?  Because  of  the 
nominee's  ideology.  So  much  for  ideol- 
ogy. 

I  say  that  ideology  has  its  place,  and 
as  far  as  I  am  concerned,  speaking  of 
ideology  itself,  I  subscribe  to  the  judi- 
cial philosophy  of  Mr.  Rehnquist  in 
many  areas— not  in  all,  but  in  many- 
school  prayer,  forced  busing,  search 
and  seizure,  Miranda  warnings,  the 
death  penalty.  So  if  it  were  simply  on 
the  basis  of  his  ideology,  I  would  sup- 
port Mr.  Rehnquist. 

Again  I  say  I  have  cast  my  vote  in 
the  past  against  nominees  to  the 
Bench  submitted  by  Presidents  of  my 
own  party,  and  on  the  basis  of  ideolo- 
gy alone. 

No.  4:  That  Mr.  Rehnquist  lacked 
candor.  Mr.  President,  the  several  in- 
stances in  which  Mr.  Rehnquist  in  ap- 


pearing before  the  Judiciary  Commit- 
tee professed  not  to  have  good  recol- 
lection, not  to  be  able  to  recall,  those 
instances  have  been  debated  and  dis- 
cussed in  the  Senate  perhaps  ad  nau- 
seum.  But  very  briefly,  let  me,  too, 
look  at  them.  On  the  matter  of  chal- 
lenging voters,  Mr.  President,  whether 
or  not  Mr.  Rehnquist  thought  he  was 
"intimidating"  voters  or  "harassing" 
them,  I  do  not  know.  But  Mr.  Kenne- 
dy asked  the  following  questions: 

Senator  Kennedy.  Well,  the  activity  de- 
scribed basically  is  personally  challenging 
voters.  That  is  the  activity  alleged,  and"  you 
categorically  deny  ever  having  done  that  in 
any  precincts  in  Maricopa  County  in  the 
Phoenix  area  at  any  election,  is  that  cor- 
rect? 

Justice  Rehnquist.  I  think  that  is  correct 

Going  on.  Senator  Kennedy  said: 

Well,  what  is  "I  think".  I  mean,  you  would 
remember  whether  you  did  or  not.  I  mean, 
it  is  not  an  event.  If  you  are  talking  about 
harassing  or  intimidating  voters,  it  is  not 
something  you  are  going  to  forget  very 
much  about. 

Justice  Rehnquist.  Senator,  let  me  beg  to 
differ  with  you  on  that  point,  if  I  may.  I 
thought  your  question  was  challenging. 
Now  you  say  harassing  or  intimidating.  As 
to  harassing  or  intimidating,  I  certainly  do 
categorically  deny  anytime  any  place.  If  you 
are  talking  about  challenging.  I  have  re- 
viewed my  testimony,  and  I  think  I  said  I 
did  not  challenge  during  particular  years.  I 
think  it  is  conceivable  that  [in]  1954  I  might 
at  least  have  been  a  poll  watcher  at  a  west- 
side  precinct. 

Senator  Kennedy.  Well,  did  you  challenge 
individuals  then? 

Justice  Rehnquist.  I  think  it  was  simply 
watching  the  vote  being  counted. 

Senator  Kennedy.  Then  you  did  not  chal- 
lenge them? 

Justice  Rehnquist.  I  do  not  think  so. 

Mr.  President,  I  am  in  no  position  to 
charge  Mr.  Rehnquist  with  intimidat- 
ing or  harassing  anybody.  Perhaps  he 
did.  He  may  not  have.  If  he  did,  it  is 
conceivable  that  he  did  not  feel  that 
he  was  intimidating  them.  He  might 
not  have  felt  so,  even  while  the  indi- 
vidual on  the  receiving  end  might  very 
well  have  felt  intimidated.  Mr.  Rehn- 
quist might,  indeed,  not  have  felt  he 
was  intimidating  or  harassing. 

But  it  seems  to  me  it  would  be  very 
difficult  not  to  at  least  remember  chal- 
lenging voters.  And  in  challenging 
voters.  Democrats  have  done  that.  Re- 
publicans have  done  that.  That  has 
been  done  over  the  years,  way  back,  it 
was  a  pretty  normal  thing  for  voters 
sometimes  to  be  challenged  as  they  ap- 
proached the  voting  booths.  But  why 
would  one  not  remember?  I  should 
think  it  would  have  been  better  if  one 
had  indeed  challenged  voters,  simply 
to  have  said  so.  Mr.  Rehnquist  was  not 
a  judge  then.  He  did  not  sit  on  the  Su- 
preme Court  at  the  time. 

He  was  not  in  the  Justice  Depart- 
ment. I  would  simply  think  that  the 
committee  would  have  felt  that  it  was 
an  acceptable  response  if  he  would 
have  said,  "Yes,  I  did  challenge  some 
voters.  That  was  what  we  did  in  those 


days.  My  Democratic  coimterparts  did 
it.  I  did  it.  As  a  Republican,  a  very  par- 
tisan, loyal,  dedicated  Republican,  I 
did  it. 
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"But  I  was  not  sitting  on  the  Court." 
So  much  for  that. 

Now,  we  go  to  the  next  question, 
that  of  restricted  covenants. 

Mr.  President,  we  have  all,  I  guess, 
or  most  of  us  have,  bought  property  in 
which  there  were  restrictive  cov- 
enants. That  was  common  back  a  few 
decades  ago.  It  is  not  beyond  my  recol- 
lection at  all. 

Of  course,  it  is  now  unconstitutional. 

But  in  this  situation,  Mr.  Leahy  re- 
ferred to  the  summer  home  Mr.  Rehn- 
quist had  purchased. 

Senator  Leahy.  When  did  you  purchase 
that? 

Justice  Rehnquist.  In  1974, 1  believe. 

Senator  Leahy.  Justice  Rehnquist,  I  am 
told  that  you  have  a  warranty  deed,  the 
normal  form  of  transfer  in  Vermont,  and 
gave  back  a  mortgage  deed.  But  in  the  war- 
ranty deed  there  is  this  sentence:  "No  fee  to 
the  herein  conveyed  property  shall  be 
leased  or  sold  to  any  member  of  the  Hebrew 
race." 

Are  you  aware  of  that  covenant  in  your 
deed? 

Justice  Rehnquist.  Not  at  the  time.  Sena- 
tor. I  was  advised  of  it  a  couple  of  days  ago. 

Senator  Leahy.  Did  you  not  read  the  deed 
that  you  got  on  your  property? 

Justice  Rehnquist.  I  certainly  thought  I 
did,  but  I'm  quite  sure  I  didn't  note  that. 

It  is  not  inconceivable,  that  it  could 
have  been  that  way. 

But  on  August  4,  1986,  Mr.  Rehn- 
quist wrote  a  letter  to  the  chairman  of 
the  Judiciary  Committee,  indicating 
that  following  his  testimony  before 
the  Senate  Judiciary  Committee,  he 
had  reviewed  his  files  and  he  had 
found  a  letter  from  the  attorney  for 
the  seller  of  the  property,  who  de- 
scribed the  conditions  of  title,  includ- 
ing a  reference  to  the  restrictive  cov- 
enant: 

While  I  do  not  doubt  that  I  read  the  letter 
when  I  received  it,  I  did  not  recall  the  letter 
or  its  contents  before  I  testified  last  week. 

So  we  look  at  the  letter  of  July  2, 
1974,  a  letter  written  with  a  copy  to 
Mr.  Rehnquist,  which  contains  the  fol- 
lowing statement: 

The  property  is  also  subject  to  restrictions 
relative  to  use,  width  of  rights-of-way,  con- 
struction on  the  various  parcehe  property, 
who  described  the  conditions  of  title,  includ- 
ing a  reference  to  the  restrictive  covenant: 

While  I  do  not  doubt  that  I  read  the  letter 
when  I  received  it,  I  did  not  recall  the  letter 
or  its  contents  before  I  testified  last  week. 

So  we  look  at  the  letter  of  July  2, 
1974,  a  letter  written  with  a  copy  to 
Mr.  Rehnquist,  which  contains  the  fol- 
lowing statement: 

The  property  is  also  subject  to  restrictions 
relative  to  use,  width  of  rights-of-way,  con- 
struction on  the  various  parcels,  and  owner- 
ship by  members  of  the  Hebrew  race. 
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There  was  an  earlier  letter  dated 
June  24,  1974,  addressed  to  him  by 
David  L.  Willis,  of  the  firm  Witters. 
Zuccaro,  Willis  &  Lium.  It  says: 

I  would  recommend  that  you  examine 
closely  the  attached  abstract  copy  of  the 
deed  of  the  main  cottage  property. 

We  go  to  that  abstract  of  title  and 
we  see  these  words  to  which  Mr. 
Rehnquist's  attention  had  been  specif- 
ically drawn  by  the  letter: 

No  feet  of  the  herein  conveyed  property 
shall  be  leased  or  sold  to  any  member  of  the 
Hebrew  race. 

Mr.  President,  as  I  say.  those  restric- 
tive covenants  were  included  from 
time  to  time  in  those  days,  but  the 
question  here  is,  were  you  aware  of 
this?  Were  you  aware  of  that  cov- 
enant? 

Then  all  of  a  sudden  it  appears  in  a 
published  article  that  he  had  been  no- 
tified of  this  fact  by  the  attorney,  and 
on  that  same  day  Mr.  Rehnquist  wrote 
the  letter  to  Mr.  Thurmond,  the  chair- 
man of  the  Judiciary  Committee. 

Again,  here  is  the  problem  of  inabil- 
ity to  recall,  failure  to  recollect.  It 
woud  seem  most  likely  that  a  man  in 
Mr.  Rehnquist's  position,  a  man  of  his 
legal  ability,  a  man  of  his  perspicacity, 
his  insight,  his  sensitivity  to  these 
things,  would  certainly  have  taken 
notice  of  that  convenant  the  astract  of 
title.  When  his  attention  was  specifi- 
cally called  to  it  in  the  letter,  one 
would  have  thought  that  he  would 
have  read  this.  12  years  ago  when  the 
property  was  purchased. 

All  of  these  matters  trouble  me. 

In  the  case  of  Laird  versus  Tatum,  I 
will  not  go  into  that  as  others  have  al- 
ready gone  into  it,  but  there  is  a  ques- 
tion there  as  to  whether  Mr.  Rehn- 
quist participated  in  the  development 
of  a  policy  dealing  with  Army  surveil- 
lance of  activities  of  Americans  en- 
gaged in  nonviolent,  legal  public  dem- 
onstrations. He  said  he  did  not.  There 
is  evidence  to  the  contrary. 

Let  me  go  on  quickly  now  to  the  last 
of  these  specific  items,  the  Rehnquist 
memo  to  the  late  Mr.  Justice  Jackson. 

Mr.  President,  in  this  situation,  a 
memo  entitled  "A  Random  Thought 
on  the  Segregation  Cases."  came  to 
light  after  the  Judiciary  Committee 
had  closed  its  hearings  in  1971  on  the 
nomination  of  Mr.  Rehnquist  to  the 
office  of  Associate  Justice  of  the  Su- 
preme Court  of  the  United  States. 

This  memo,  titled  as  I  have  indicat- 
ed, expounded  on  whether  or  not  the 
Court  In  considering  the  facts  in 
Brown  versus  Board  of  Education 
should  adhere  to  the  constitutional 
pillar  of  Plessy  versus  Ferguson,  decid- 
ed in  1896,  the  "separate-but-equal" 
doctrine. 

The  memorandum  was  supportive  of 
the  Plessy  versus  Ferguson  "separate 
but-equal"  doctrine.  1  quote  from  that 
memorandum: 

I  realize  that  it  is  an  unpopular  and  unhu- 
m&nltarian  position,  for  which  I  have  been 


excoriated  by  "liberal"  colleagues,  but  I 
think  Plessy  v.  Ferguson  was  right  and 
should  be  re-affirmed.  If  the  Fourteenth 
Amendment  did  not  enact  Spencer's  "Social 
Statics,"  it  just  as  surely  did  not  enact  Myr- 
dahl's  "American  DUemna." 

At  the  time  this  memorandum  was 
written,  Mr.  Rehnquist  was  law  clerk 
for  the  late  Mr.  Justice  Jackson.  When 
this  memorandum  came  to  light,  Mr. 
Rehnquist  wrote  to  Senator  Eastland. 
The  committee  had  closed  its  hearings 
and  the  matter  was  before  the  Senate. 

In  the  New  York  Times  of  December 
9,  1971.  we  find  the  following,  with  ex- 
planatory material: 

Washington,  December  8.— Following  is 
the  text  of  a  letter  from  William  H.  Rehn- 
quist, Supreme  Court  nominee,  to  Senator 
James  O.  Eastland  about  a  memorandum 
that  has  become  involved  in  the  Senate 
debate  over  his  confirmation,  and  the  text 
of  the  memorandum: 

The  following  is  an  excerpt  from  the 
letter  by  Mr.  Rehnquist  to  Mr.  East- 
land. 

As  best  I  can  reconstruct  the  circum- 
stances after  some  19  years,  this  memoran- 
dum was  prepared  by  me  at  Justice  Jack- 
son's request:  it  was  Intended  as  a  rough 
draft  of  a  statement  of  his  views  at  the  con- 
ference of  the  Justices,  rather  than  as  a 
statement  of  my  views. 

Going  on  to  another  excerpt: 

He  very  definitely  did  not— 

"He"  meaning  Mr.  Justice  Jackson— 
either  expect  or  welcome  the  incorporation 
by  a  clerk  of  his  own  philosophical  view  of 
how  a  case  should  be  decided. 

And  then  further: 

I  am  satisfied  that  the  memorandum  was 
not  designed  to  be  a  statement  of  my  views 
on  these  cases.  Justice  Jackson  not  only 
would  not  have  welcomed  such  a  submission 
in  this  form,  but  he  would  have  quite  em- 
phatically rejected  it  and,  I  believe,  admon- 
ished the  clerk  who  had  submitted  it. 

And  further: 

I  believe  that  the  memorandum  was  pre- 
pared by  me  as  a  statement  of  Justice  Jack- 
son's tentative  views  for  his  own  use  at  con- 
ference. 

Mr.  President,  the  memorandiun 
itself,  titled  "A  Random  Thought  on 
the  Segregation  Cases."  is  written  by 
the  writer  in  the  first  person,  not  in 
the  third  person.  The  memorandum 
states.  "I  believe  •  •  •." 

Now,  who  is  "I"  in  this  case?  Who  is 
the  first  person?  The  initials  on  the 
memorandum  are  W.H.R.  It  would  be 
difficult,  then,  to  believe  that  this 
memorandum  was  written  by  anyone 
other  than  Mr.  Rehnquist  and  that 
the  "I."  the  personal  pronoun  in  the 
memorandimi.  is  not  Mr.  Rehnquist. 

The  memorandum  states:  "I  realize 
that  it  is  an  unpopular  and  an  unhu- 
manitarian  position,  for  which  I  have 
been  excoriated  by  my  'liberal'  col- 
leagues, but  I  think  Plessy  versus  Fer- 
guson was  right  and  should  be  reaf- 
firmed •  *  *." 

Mr.  President,  why  would  Mr.  Rehn- 
quist deny  that  it  was  his  memoran- 
dum? Why  did  he  not  say,  "Yes,  it  was 


my  memo.  Those  were  my  thoughts.  I 
was  a  clerk  to  the  late  Mr.  Justice 
Jackson.  Those  are  my  thoughts.  That 
was  the  constitutional  doctrine  of  the 
day.  Plessy  versus  Ferguson— separate 
but  equal.  I  subscribed  to  it.  But  that 
has  been  overturned.  Now  it  is  Brown 
versus  Board  of  Education.  So  the  sep- 
arate but  equal  doctrine  has  been 
turned  on  its  head." 

I  think  that  would  have  been  under- 
stood by  the  committee.  I  certainly 
would  have  accepted  that  explanation. 
One  could  have  understood  how  a  law 
clerk,  who  had  perhaps  been  asked  to 
do  so.  or  even  if  not  asked  to  do  so. 
might  have  submitted  such  a  memo- 
randum. Oftentimes  I  ask  my  staff. 
"You  give  me  a  memo  that  states  the 
positive.  You  give  me  a  memo  that 
states  the  negative.  Let  me  have  both 
sides  of  the  argument."  And  that 
could  very  well  have  been  the  case 
with  Mr.  Rehnquist.  But  to  say  that 
this  memorandum  did  not  represent 
his  own  views  but  that  he  was  stating 
rather  the  views  of  the  late  Mr.  Jus- 
tice Jackson,  Mr.  President,  is  just  a 
little  too  difficult  to  swallow. 

And  then  there  is  the  letter  from 
Mrs.  Elsie  L.  Douglas,  who  was  the  sec- 
retary to  the  late  Mr.  Justice  Jackson, 
in  which  she  wrote: 

Dear  Senator  Kennedy:  I  have  been  fol- 
lowing the  proceedings  on  the  confirmation 
of  Justice  William  Rehnquist  for  Chief  Jus- 
tice. 

It  surprises  me  every  time  Justice  Rehn- 
quist repeats  what  he  said  in  1971  that  the 
views  expressed  in  his  1952  memorandum 
concerning  the  segregation  case  than  before 
the  Court  were  those  of  Justice  Jackson 
rather  than  his  own  views.  As  I  said  in  1971 
when  this  question  first  came  up,  that  is  a 
smear  of  a  great  man  for  whom  I  served  as 
secretary  for  many  years.  Justice  Jackson 
did  not  ask  law  clerks  to  express  his  views. 
He  expressed  his  own  and  they  expressed 
theirs.  That's  w^at  happened  in  this  in- 
stance. 

So.  Mr.  President,  it  is  not  sinful  to 
admit  that  one  in  that  day  and  time 
supported  the  view  of  what  was  then 
the  law  of  the  land.  Whether  it  was 
the  right  law  or  whether  it  was  the 
wrong  law,  that  was  to  be  decided  by 
the  legislative  branch  or  by  the  Court 
and  in  this  instance  it  was  the  Court, 
and  in  my  judgment,  the  Court  made 
the  right  decision  in  Brown  versus 
Board  of  Education.  But  to  say. 
"Those  were  not  my  views."  I  cannot 
understand  that.  It  would  not  have 
been  amiss,  as  I  said,  if  Mr.  Rehnquist 
had  simply  said.  "Yes;  those  were  my 
views  and  in  that  day  and  time  that 
was  the  law  of  the  land.  It  was  what 
the  Constitution  said,  according  to  the 
Court  in  Plessy  versus  Ferguson." 

But  that  was  not  what  Mr.  Rehn- 
quist said,  and  so,  Mr.  President,  that 
leaves  a  very  serious  cloud  on  his  per- 
ceived candor,  may  I  say. 

So  without  going  further  into  these 
instances  which  have  been,  I  think,  ad- 
mirably presented  to  the  Senate  on 
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both  sides  of  the  aisle  by  those  who 
contend  one  way  and  those  who  con- 
tend the  other,  let  me  simply  say  that 
for  that,  in  my  Judgment,  the  nomi- 
nee's responses  were  not  entirely 
forthcoming.  To  that  extent,  he  left  a 
cloud  of  doubt  in  my  mind.  There  are 
those  who  say,  "Give  Mr.  Rehnquist 
the  benefit  of  the  doubt."  Mr.  Presi- 
dent, it  is  not  a  question  of  giving  Mr. 
Rehnquist  the  benefit  of  the  doubt. 
That  is  the  same  thing  that  was  said, 
although  in  a  different  form,  when 
the  Manion  nomination  was  before  the 
Senate,  when  it  was  argued,  "Well, 
here  is  a  young  man  whose  future  de- 
pends upon  this  decision."  The  young 
man's  future  was  one  tiny  thing.  What 
counted  most  was  the  future  of  the 
people  of  the  seventh  judicial  circuit. 
Now  we  hear  it  said.  "Give  Mr.  Relin- 
quist  the  benefit  of  the  doubt."  It  is 
not  Mr.  Rehnquist  I  am  so  concerned 
about.  He  would  still  be  on  the  Court 
as  an  Associate  Justice  if  not  con- 
firmed to  be  Chief  Justice.  The  benefit 
of  any  doubt  should  be  resolved  in 
favor  of  the  people  of  the  United 
States.  Let  us  thinli  of  the  people  of 
the  United  States.  There  can  always 
be  some  other  Chief  Justice,  one 
equally  as  conservative,  one  of  the 
same  judicial  philosophy.  But  let  us 
give  the  benefit  of  the  doubt  to  the 
people  of  the  United  States. 

D  1750 

Mr.  President,  I  have  reached  my 
conclusion.  We  are  today  considering 
the  position  of  Chief  Justice  of  the 
United  States,  and  this  decision  affects 
every  man,  woman,  boy  and  girl  in 
these  United  States. 

Chief  Justice  Marshall  said:  "The 
Judicial  Department  comes  home,  in 
its  effects,  to  every  man's  fireside;  it 
passes  on  his  property,  his  reputation, 
his  life,  his  all." 

The  Court,  Mr.  President,  has  no  pa- 
tronage, no  control  of  purse,  no  bayo- 
nets, no  battalions.  Its  power  and  its 
influence  rest  upon  the  confidence  re- 
posed in  it  by  the  American  people 
and  by  the  public  acceptance  of  the 
fact  that  there  should  be  a  tribunal  to 
which  all  may  appeal.  The  public 
trust.  That  is  the  basis  for  the  power 
and  the  influence  of  the  Court,  and 
the  symbol  of  that  Court  must  be  the 
Chief  Justice  of  the  United  States. 

Justice  Holmes  said: 

If  American  law  were  to  be  represented  by 
a  single  figure,  skeptic  and  worshiper  alike 
would  agree  without  dispute  that  the  figure 
could  be  one  alone,  and  that  one.  John  Mar- 
shaU. 

John  Marshall  was  the  Chief  Justice 
of  the  United  States. 

Mr.  President,  it  is  imperative  that 
the  people  of  the  United  States,  all 
the  people— rich  and  poor,  men  and 
women,  black  and  white.  Catholic. 
Gentile.  Jew.  Protestant— have  confi- 
dence in  the  Supreme  Court  of  the 
United  States  and  the  judiciary,  as  a 


Court  and  as  a  system  that  will  render 
justice  and  fairness,  and  judgment 
with  impartiality  toward  all. 

The  Chief  Justice  of  the  United 
States  must  be  perceived  as  the  very 
symbol  of  justice  and  the  purest 
symbol  of  all,  a  symbol  without  flaw. 
This  man's  experience  cannot  be  chal- 
lenged. His  ability  is  universally  recog- 
nized. Some  say  he  is  brilliant.  His  phi- 
losophy, overall,  I  find  no  quarrel 
with.  His  integrity— there  is  the  ques- 
tion. 

Will  the  American  people  view  this 
Chief  Justice  as  one  who  became  Chief 
Justice  and  on  the  way  cut  a  comer 
here,  cut  a  comer  there,  was  unable  to 
remember  here,  was  unable  to  recall 
there,  when  it  should  have  been  most 
likely  to  the  contrary?  I  am  concerned 
about  his  ability  to  develop  consensus 
on  the  court  at  times  when  consensus 
and  balance  may  be  best  for  the  coun- 
try. 

Mr.  President.  I  close  with  a  quota- 
tion from  Horace  Greeley: 

Fame  is  a  vapor:  popularity  an  accident: 
riches  take  wings;  those  who  cheer  today 
will  curse  tomorrow.  Only  one  thing  en- 
dures—character. 

Just  as  it  is  character  that  endures 
in  the  case  of  the  individual,  it  is  char- 
acter in  the  case  of  the  highest  Court 
of  these  United  States  that  must 
endure  if  our  constitutional  system 
shall  ensure  liberty  and  justice  for  all. 

Mr.  President,  I  regret  to  say  that 
we  are  about  to  confirm  a  man  as 
Chief  Justice  of  the  United  States 
with  a  quarter  or  a  third,  or  whatever, 
of  the  U.S.  Senate  showing  its  lack  of 
complete  confidence  in  this  Justice  for 
that  exalted  office.  He  would  still  be 
an  Associate  Justice  of  the  Supreme 
Court.  I  would  have  wished  that  the 
President  would  have  withdrawn  the 
nomination  and  submitted  in  lieu 
thereof  the  nomination  of  Mr.  Scalia. 
but  that  is  perhaps  too  late.  We  know 
what  the  outcome  will  be. 

Mr.  President,  for  the  reasons  I  have 
already  stated.  I  cannot  vote  for  the 
confirmation  of  Mr.  William  Rehn- 
quist to  be  the  Chief  Justice  of  the 
United  States. 

I  yield  the  floor. 

Mr.  BIDEN.  Mr.  President.  I  say  to 
my  friend  from  Arizona  that  I  will  not 
make  my  entire  statement  at  this 
point.  I  will  just  take  about  5  minutes, 
and  I  will  cease  and  desist  until  later 
this  evening. 

First  of  all.  I  compliment  my  col- 
leagues, the  Democratic  leader,  the 
Senator  from  West  Virginia,  on  his 
statement. 

Second,  I  suggest  that  he  pointed 
out  one  of  the  three  serious  flaws  in 
this  nomination. 

Let  me  just  illustrate,  because  I 
often  hear  from  my  colleagues  who 
have  not  followed  this  enough,  and 
from  my  constituents,  "Why  are  you 
all  spending  so  much  time  talking 
about  something  that  happened  8,  10, 


15.  18,  20,  25  years  ago?  Why  is  that 
relevant?  What  difference  does  that 
make?" 

Let  me  suggest  that  if  you  look  at 
the  facts  and  the  time  back  in  1970 
when  Justice  Rehnquist  first  came  to 
the  Court,  90  percent  of  these  docu- 
ments and  these  points  were  not  able 
to  be  made  because  they  were  not 
available  to  us.  That  is  No.  1. 

No.  2,  Justice  Rehnquist  has  come 
before  the  U.S.  Senate  Judiciary  Com- 
mittee and  the  American  people  and 
repeated  some  statements  which,  on 
their  face,  seem  to  be  ridiculous.  Let 
me  just  take  one  series  of  points  that 
relate  to  Justice  Rehnquist's  testimo- 
ny. 

Justice  Rehnquist  claimed  in  1971 
that  the  memorandum  we  keep  talking 
about— the  memorandum  we  are  talk- 
ing about  now  is  the  memorandum 
that  he,  as  a  clerk  for  Mr.  Justice 
Jackson,  wrote.  Senator  Byrd  referred 
to  it;  others  referred  to  it.  In  that 
memorandum,  it  is  a  clear  statement 
that  he  thinks,  that  someone  thinks. 
Plessy  versus  Ferguson- separate  but 
equal— is  a  good  idea. 

In  fairness.  I  might  add  that  Mr. 
Justice  Rehnquist  at  the  time  had 
been  the  No.  2  man.  Here  he  had  been 
the  No.  1  man  at  the  Justice  Depart- 
ment in  terms  of  legal  counsel  for  the 
President  and  part  of  his  responsibil- 
ity was  to  honcho  through  the  nomi- 
nations of  two  men  who  had  just  gone 
down  to  defeat  and  literally,  as  the  bi- 
ographers tell  us  and  stories  go.  he 
was  sitting  in  the  office  with  then  At- 
torney General  Mitchell.  The  Presi- 
dent called  Attorney  General  Mitchell 
and  said,  "Within  an  hour  I  am  going 
to  name  someone  if  you  don't  find  me 
someone." 

And  he,  Mitchell,  allegedly  turned 
then  to  Rehnquist  and  to  everyone's 
great  surprise  said.  "It  is  you." 

Justice  Rehnquist  did  not  anticipate 
that  occurring  but  Justice  Rehnquist 
figured  out  one  thing.  He  observed 
that  in  1970  anyone  who  expressed 
support  for  at  any  time  in  their  life 
Plessy  versus  Ferguson  they  would  not 
be  confirmed.  That  was  the  attitude  at 
the  time.  He  was  smart  enough  to 
know  in  this  Senator's  view  had  he 
gone  up  there  and  said,  "Yes,  I  once  or 
still  believe  Plessy  versus  Ferguson  is  a 
good  idea."  he  would  have  been  in 
deep,  deep  trouble.  He  just  saw  two 
nominees  go  down  to  defeat. 

So  what  does  he  do?  He  has  an  op- 
portunity of  a  lifetime.  He  never  ex- 
pected in  his  whole  life  to  ever  be  on 
the  bench  and  he  concludes,  in  my 
view,  that  he  has  to  come  up  with 
some  mildly  credible  rationale  that  he 
never  held  those  views. 

So  he  turns  and  he  says,  "This 
memorandum,"— the  only  thing  that 
was  talked  about  being  surfaced,— 
"was  something  that  Justice  Jackson," 
and  keep  in  mind  Justice  Jackson  was 


UMI 


September  17,  1986 


CONGRESSIONAL  RECORD— SENATE 


23755 


V^iy  is  that 
:  does  that 

iTou  look  at 
ick  in  1970 
rst  came  to 
these  docu- 
!re  not  able 
f  were  not 
1. 

t  has  come 
iciary  Com- 
people  and 
which,  on 
iculous.  Let 
points  that 
It's  testimo- 


d  that  Mr. 
!  time  had 
le  had  been 
tice  Depart- 
nsel  for  the 

responsibil- 
1  the  nomi- 
id  just  gone 
y,  as  the  bi- 
tries  go,  he 
ith  then  At- 

The  Presi- 
ral  Mitchell 

I  am  going 
m't  find  me 

°dly  turned 
I  everyone's 

)U." 

it  anticipate 
!  Rehnquist 
[e  observed 
3  expressed 
n  their  life 
y  would  not 
;  attitude  at 

enough  to 
iew  had  he 
es,  I  once  or 
erguson  is  a 
,ve  been  in 
1st  saw  two 
t. 

has  an  op- 
e  never  ex- 
I  ever  be  on 
ides,  in  my 
tie  up  with 
lale  that  he 


dead  now,  that  "Justice  Jackson  was 
the  guy  who  in  fact  really  had  me 
write  this  for  him,  they  were  not  my 
views." 

He  goes  on  to  say  as  was  pointed  out: 
Justice  Jackson  "did  not  either  expect 
or  welcome  the  incorporation  by  a 
clerk  of  his  own  philosophical  view  of 
how  a  case  should  be  decided." 

The  fact  of  the  matter  is,  though, 
that  Justice  Rehnquist  and  his  col- 
league, Donald  Cronson,  wrote  numer- 
ous memoranda  for  Mr.  Justice  Jack- 
son in  which  they  articulated  their 
personal  philosophic  view  which  Is,  by 
the  way,  what  Justice  Jackson's  secre- 
tary said  all  his  clerks  did.  They  were 
asked  to  give  their  view,  not  Jackson's 
view. 

Let  me  point  out  why  I  believe  he 
was  disingenuous  at  best,  when  he 
said,  "Justice  Jackson  didn't  expect  or 
welcome  the  incorporation  of  our 
views." 

If  that  were  true  you  would  assume 
that  the  memorandum  that  he  wrote 
on  other  matters  would  not  express 
his,  Mr.  Rehnquist's  view.  Right?  Let 
us  just  go  through  a  few  of  them. 

For  instance,  in  the  memorandum  in 
the  case  of  Terry  versus  Adams,  which 
involved  the  challenge  to  the  State 
elections.  Justice  Rehnquist  wrote, 
and  this  is  a  memorandum  to  Justice 
Jackson:  Just  like  the  Plessy  versus 
Ferguson  memorandas  to  Justice  Jack- 
son he  wrote: 

I  have  a  hard  time  being  detached  about 
this  case,  because  several  of  the  Rodell 
school  of  thought  among  the  clerks  began 
screaming  as  soon  as  they  saw  this  that 
"Now  we  can  show  those  damn  southerners', 
etc.  I  take  a  dim  view  of  this  pathological 
search  for  discrimination." 

In  a  memorandum  in  the  case  involv- 
ing the  right  to  speak  in  a  public  park. 
Justice  Rehnquist  wrote  to  Justice 
Jacltson: 

I  personally  don't  see  why  a  city  can't  set 
aside  a  park  for  ball  games,  picnics,  or  other 
group  activities  without  having  some  out- 
landish group  like  Jehovah's  witnesses  com- 
mandeer the  space  and  force  their  message 
on  everyone. 

Again,  I  do  not  care  about  his  view. 
Here  are  two  instances  in  a  row  where 
he  said  after  having  said  Justice  Jack- 
son did  not  want  clerk  views,  he  is 
giving  his  view. 

Third,  in  a  memorandiun  on  three 
lawsuits  by  baseball  players  against 
the  major  leagues  for  violation  of  the 
antitnist  laws,  Rehnquist  wrote: 

I  feel  it  is  only  fair  to  lay  bare  my  strong 
personal  animus  in  these  cases  ...  I  feel  in- 
stinctively that  baseball,  like  other  sports,  is 
sui  generis,  and  not  suitably  regulated  by  a 
bunch  of  lawyers  in  the  Justice  Department 
or  by  a  bunch  of  shyster  lawyers  stirring  up 
triple  damage  suits. 

This  is  a  memorandum  to  Justice 
Jackson. 

I  see  the  majority  leader  standing.  I 
want  to  make  a  few  more  points,  if  he 
would  like  to  make  a  comment. 


Mr.  DOLE.  Mr.  President,  what  I 
want  to  do  while  the  minority  leader  is 
available  is  to  indicate  and  I  am  sorry 
to  interrupt  the  distinguished  Senator 
from  Delaware. 

Mr.  BIDEN.  It  is  perfectly  all  right. 

Mr.  DOLE.  We  might  be  able  to 
either  fix  a  time  or  determine  a  time 
when  we  might  vote  on  this  nomina- 
tion. A  lot  of  our  Members  understand 
that  there  is  going  to  be  a  window  be- 
tween roughly  6  and  8.  But  it  would  be 
my  hope  that  those  who  want  to  speak 
on  this  nomination  would  avail  them- 
selves of  this  time  and  if  we  could 
reach  the  end  of  the  discussion  on  the 
Rehnquist  nomination  and  then  per- 
haps we  could  set  aside  that  particular 
nomination  and  start  discussing  Scalia. 
I  do  not  know  how  much  more  time 
the  Senator  from  Delaware  has  that 
he  is  allotted  or  committed. 

Mr.  BIDEN.  If  the  Senator  will 
yield,  I  will  say  there  are  probably 
about  another  hour-and-a-half  worth 
of  total  time,  my  guess. 

The  Senator  from  Arizona  has  about 
20  minutes  to  a  half-hour  and  the  Sen- 
ator from  Delaware  has  total  another 
15  or  20  minutes;  the  Senator  from 
Massachusetts  has  20  minutes,  and  the 
Senator  from  Ohio  may  or  may  not 
have  15  minutes. 

So  to  the  best  of  my  knowledge  they 
are  the  only  people  who  wish  to  speak 
on  the  nomination. 

So  I  would  guess  maximum  we  are 
talking  about  anywhere  from  an  hour 
and  20  minutes  to  a  maximum  of  an 
hour  and  50  minutes  is  my  guess  re- 
maining to  be  spoken  on  this  nomina- 
tion. 

Mr.  DOLE.  Could  we  do  that  during 
the  so-called  window  to  see  if  we  could 
not  come  and  start  the  debate? 

Mr.  BIDEN.  The  Senator  from  Dela- 
ware would  be  prepared  to  do  that. 
The  Senator  from  Arizona  acknowl- 
edged he  would  be  prepared  to  do 
that.  Senator  Kennedy,  I  believe,  indi- 
cated he  had  to  leave  during  that 
window.  He  was  here  prepared  to 
speak.  So  he  ought  to  be  back.  We  can 
check  with  the  Senator. 

The  answer  is  I  think  we  can  get  90 
percent  of  it  finished  during  the 
window. 

Mr.  DOLE.  If  we  could  conclude  the 
debate  on  Rehnquist  probably— not 
going  to  happen— but  if  we  could  con- 
clude it  before  8  o'clock,  would  the  dis- 
tinguished minority  leader  have  any 
objection  if  we  would  set  the  nomina- 
tion aside  temporarily  to  call  up  the 
Scalia  nomination  and  start  the 
debate  on  that  one? 

Mr.  BYRD.  Not  at  all.  I  have  no  ob- 
jection. 

Mr.  BIDEN.  If  the  majority  leader 
will  yield,  I  would  have  no  objection.  I 
would  like  to  have  2  minutes  immedi- 
ately prior  to  the  vote  on  Rehnquist 
with  all  my  colleagues  on  the  floor.  It 
would  be  safe  to  say  5  minutes  before 
the  actual  vote.  So  I  do  not  mind  leav- 


ing it,  going  to  Scalia,  but  prior  to  the 
vote  being  called,  I  would  like  5  min- 
utes set  aside  for  the  opi}osition. 

Mr.  DOLE.  All  right.  I  understand. 

I  know  the  distinguished  minority 
leader  has  a  commitment.  If  he  has  no 
objection,  then  if  it  should  happen— it 
may  not  happen— we  could  proceed  in 
that  fashion. 

Mr.  BYRD.  Mr.  President,  will  the 
distinguished  Senator  yield? 

Mr.  BIDEN.  I  yield. 

I  say  to  both  leaders  I  think  that  Is 
reasonable.  I  would  suggest  quite 
frankly— I  do  not  speak  out  of  school 
with  my  colleagues— maybe  we  could 
run  a  hot  line  on  that,  I  know  of  no  one 
who  would  have  reason  to  object  to 
that.  I  would  suggest  we  proceed  on 
that  basis  unless  in  the  next  10  minutes 
or  so  we  find  an  objection.  That  is  what 
I  would  say. 

Mr.  DOLE.  If  the  Senator  will  yield, 
we  will  do  the  same.  Again  I  ask  the 
distinguished  minority  leader  if  we  can 
reach  that  agreement  if  it  is  all  right 
to  do  it  in  his  absence. 

Mr.  BYRD.  It  is.  I  authorize  the  dis- 
tinguished manager  here  or  authorize 
the  distinguished  majority  leader  to 
speak  on  my  behalf.  If  it  is  clear  on 
this  side,  our  staff  will  know  it.  They 
can  inform  the  majority  leader  and  it 
is  perfectly  all  right  with  me  to  enter 
into  this  agreement. 

Mr.  DOLE.  Thank  you. 

Mr.  BYRD.  I  thank  the  majority 
leader,  and  I  thank  the  distinguished 
Senator  from  Delaware. 

Mr.  BIDEN.  I  thank  my  colleagues. 

Mr.  BYRD.  Mr.  President,  I  am  one 
of  those  who  in  this  instance  has  to  go 
to  a  function,  and  I  am  one  of  those 
who  asked  that  there  be  a  window.  It 
would  seem  to  me  we  could  proceed 
with  debate  on  this  nomination  and  if 
Senators  are  not  here  at  this  particu- 
lar point  and  we  have  not  reached  8 
o'clock  and  they  are  not  here,  we  still 
wish  to  speak  on  Mr.  Rehnquist,  if  the 
managers  of  the  nomination  on  Mr. 
Scalia  were  here  and  care  to  proceed 
with  their  statements,  and  other  Sena- 
tors could— we  will  be  back  then  short- 
ly after  8— perhaps  if  we  could  agree 
to  a  vote  on  both  nominations,  let  us 
say,  no  later  or  let  us  say  at  9  o'clock, 
Mr.  Rehnquist's  vote  and  back  to  back 
Mr.  Scalia,  that  would  give  us  virtually 
3  hours  in  which  to  complete  the 
debate  on  Mr.  Rehnquist,  do  the 
debate  on  Mr.  Scalia,  which  is  not 
going  to  be  very  lengthy  I  should 
think,  and  then  we  all  know  when  the 
vote  is  going  to  occur. 

(Mr.  HUMPHREY  assumed  the 
chair.) 

Mr.  BIDEN.  Mr.  President,  to  con- 
tinue again  now,  remember  what  we 
are  talking  about  here.  We  are  talking 
about  a  fellow  who  said  that,  "It  is  ob- 
vious they  were  not  my  views.  I  was 
not  saying  these  things." 
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Justice  Rehnquist  argued  in  1971 
that  "tone  of  the  memorandum  is  not 
that  of  a  subordinate  submitting  his 
own  recommendations  to  his 
superior  *  *  *  but  is  instead  quite  im- 
perious—the tone  of  one  equal  exhort- 
ing other  equals." 

Again,  that  is  his  argimient  as  to 
why  he  said,  "I  could  not  have  written 
this."  Do  not  forget  in  the  first  place 
he  said,  "I  couldn't  have  written  it, 
they  were  not  my  views.  The  reason 
they  were  not  my  views,"  he  said,  "is 
because  clerks  don't  give  their  own 
views." 

D  1810 

Well,  I  hope  I  have  just  pointed  out 
that  he  consistently  gave  his  own 
views  in  every  other  memorandum  and 
Justice  Jackson's  clerk  said  that  is 
what  all  the  clerks  did.  So  I  would  like 
to  make  that  point. 

The  second  point  is  he  now  says,  as  a 
second  defense,  that  it  was  not  he  who 
wrote  that  memorandimi  or  they  were 
not  his  words.  He  comes  back  and  says, 
not  only  did  clerks  not  do  that,  he 
said,  in  addition  to  that,  it  was  too  im- 
perious, the  tone;  it  sounded  like  a 
Justice,  and  "We  clerks  didn't  use 
those  kinds  of  terms  like  the  ones  used 
in  the  memorandum." 

Well,  let  us  examine  that  point  for  a 
minute.  In  one  memorandum,  for  ex- 
ample, the  man  who  say  clerks  do  not 
use  those  phrases,  he,  Justice  Rehn- 
quist, then  clerk  Rehnquist.  refers  to 
his  coclerk.  this  Mr.  Cronson.  as  "Mr. 
Justice  Cronson."  He  says.  "As  Mr. 
Justice  Cronson  said  in  his  memo." 
blah,  blah,  blah,  and  he  went  on  from 
there. 

At  another  time,  he  titles  the  memo- 
randum he  wrote  to  the  Justice— 
again,  now,  he  said  "We  don't  use 
high-sounding  terms.  Any  time  it  is 
formal  or  any  time  it  is  flippant,  it 
must  have  been  a  judge,  not  a  clerk." 

This  is  another  title  of  one  of  his 
memorandums.  It  is  quite  good,  actual- 
ly. The  title  is:  "Habeas  Corpus  Then 
and  Now— Or.  If  I  can  Just  Find  the 
Right  Judge,  Over  These  Prison  Walls 
I  Shall  Ply. " 

That  is  how  he  titles  his  memo  to 
Justice  Jackson. 

A  third  example:  In  Ju.stioe  Rehn- 
quist's  memo  on  Terry  versus  Adams, 
when  he  was  a  clerk,  he  talked  about— 
this  is  his.  Rehnquist's  verbiage— he 
talked  about  a  "pathological  search 
for  discrimination,"  that,  he  said, 
could  be  attributed  to  Justices  Douglas 
and  Black,  as  well  as  several  other 
prominent  legal  scholars. 

Now,  Let  us  go  back  over  this  a 
minute.  Why  are  we  concerned  about 
this?  Because,  A,  it  does  not  appear  he 
is  telling  the  truth;  B,  we  did  not  have 
a  chance  to  examine  it  in  1971;  and,  C, 
his  arguments  do  not  hold  water. 

His  arguments  that  "I  wasn't  for 
Plessy  versus  Ferguson."  are  as  fol- 
lows: A— this  is  the  first  part  now,  this 


is  really  important  in  my  view— he 
says,  "A.  when  we  talked  and  when  we 
wrote  in  those  memos,  we  were  writing 
for  Justices.  We  weren't  expected  to 
give  our  own  views." 

Yet,  consistently,  when  he  was  a 
clerk  for  Justice  Jaclcson,  he  gave  his 
own  views  and  stated  them  that  way. 
And  I  have  submitted  those  for  the 

Mr.  SARBANES.  Will  the  Senator 
yield  on  that  point? 

Mr.  BIDEN.  Yes;  sure. 

Mr.  SARBANES.  Did  the  Senator 
put  in  the  Record  the  letter  from  Jus- 
tice Jackson's  secretary  of  many  years 
taking  very  sharp  issue  with  that? 

Mr.  BIDEN.  Yes.  She  made  it  very 
clear,  as  the  Senator  from  Maryland 
luiows,  that,  in  fact,  clerks  were  ex- 
pected to  give  their  views,  not  the  Jus- 
tices' views.  And  she  pointed  that  out. 
And  Senator  Byrd  put  that  in  the 
Record. 

But,  not  only  on  that  score  is  it  clear 
he  is  not  telling  the  truth,  it  is  clear 
on  the  score  that  when  he  tried,  in  a 
fallback  position,  to  defend  his  argu- 
ment to  say  he  is  not  lying  to  us  or  not 
misrepresenting,  he  said,  "Well,  only 
Justices  use  imperious  language."  And 
yet  in  every  memo  he  writes— because 
that  is  what  he  is  known  for.  He  is 
quick  witted.  He  is  sarcastic.  He  is 
sometimes  sardonic.  He  does  it  all  the 
time,  and  I  just  cited  three  of  those 
examples. 

Now,  there  is  a  fourth  thing.  Rehn- 
quist asserted  in  1971  that  the  state- 
ment in  the  memo  that  "Plessy  was 
right  and  should  be  reaffirmed  was 
not  an  accurate  statement  of  my  views 
at  the  time." 

However,  everything  in  Justice 
Rehnquist's  background  at  that  time 
points  overwhelmingly  to  the  fact  that 
that  is  what  he  believed. 

Let  me  give  you  some  examples.  This 
is  Rehnquist's  coclerk,  again,  Mr. 
Donald  Cronson.  He  stated  that  Rehn- 
quist regularly  defended  Plessy  versus 
Ferguson  in  the  luncheon  meetings 
with  the  other  clerks.  And  this  is  con- 
sistent with  the  statement  and  the 
memo  which  he  wrote  to  Justice  Jack- 
son where  he,  Rehnquist,  says,  "I  real- 
ize that  it  is  an  unpopular  and  unhu- 
manitarian  position,  for  which  I  have 
been  excoriated  by  my  'liberal'  col- 
leagues." 

He  means  the  people  at  lunch  time 
who  used  to  excoriate  him,  his  fellow 
clerks  who  used  to  say  things  like, 
"You  can't  mean  that.  You  don't 
really  believe  separate  but  equal  is 
equal."  And  he  would  come  back  and 
say,  "I  do  believe  that." 

So  he  says  to  Jackson,  he  acknowl- 
edges that.  He  says,  "I  am  recommend- 
ing to  you  to  uphold  Plessy  v.  Fergu- 
son. I  realize  that  is  an  unpopular  and 
unhumanitarian  position  for  which 
I"— Justice  Rehnquist— "have  been  ex- 
coriated by  my  colleagues,"  the  clerks. 


Continuing  the  quote:  "But  I  think 
Plessy  V.  Ferguson  was  right  and 
should  be  reaffirmed." 

And,  by  the  way,  throughout  his 
memorandum,  which  I  will  submit  for 
the  Record,  he  consistently  refers  to 
his  fellow  clerks  as  "the  liberals."  He 
was  not  talking  about  the  other 
judges.  He  is  talking  about  his  fellow 
clerks. 

In  an  1983  interview  by  a  reporter 
from  the  New  York  Times,  Justice 
Rehnquist  was  asked  whether  his 
views  on  Plessy  had  changed  since  his 
days  as  a  clerk.  This  is  before  he  knew 
he  was  going  to  be  nominated  to  be 
Chief  Justice  of  the  United  States.  He 
replied:  "I  think  they  probably  have." 

Now,  why  would  he  say  in  1983  that 
his  views  on  Plessy  had  changed  from 
when  he  was  a  clerk  and  yet  he  swore 
in  1971  his  views  as  a  clerk  were  in 
support  of  Brown  versus  the  Board  of 
Education?  What  are  we,  fools?  I 
mean,  it  is  crazy.  Obviously,  he  be- 
lieved that.  And  there  is  nothing 
wrong  with  him  believing  that.  As  the 
Senator  from  West  Virginia  stated, 
almost  half  of  the  United  States  be- 
lieved Plessy  versus  Ferguson  was 
right.  Over  half  of  them  stood  here  on 
the  floor  and  said  "Separate  but  equal 
is  equal."  And  obviously,  he  did,  too. 

So  why  is  he  not  telling  us  the  truth 
under  oath?  Why,  in  1983,  would  he 
say:  "My  views  have  changed  since 
that  of  when  I  was  a  clerk"? 

If  you  take  his  statements  in  1971 
and  1986  as  being  accurate,  where  he 
swore  under  oath  that  he  was  for 
Brown,  then  I  am  really  worried.  That 
means  he  is  now  for  Plessy.  That 
means  he  has  changed  his  mind.  That 
means  he  is  going  to  rule,  if  another 
case  like  it  comes  up  that  says  sepa- 
rate but  equal  is  equal. 

Now,  nobody  believes  that;  do  they? 
God  willing,  he  does  not  mean  that. 

So,  obviously,  as  my  mom  might  say, 
he  might  have  tole  us  a  little  white  lie 
about  who  wrote  the  memorandum. 

Another  point  in  his  testimony 
before  the  Judiciary  Committee  this 
year:  He  testified  that  he  never 
reached  a  personal  conclusion— I  asked 
him,  I  said,  "By  the  way,  did  you  have 
an  opinion?  Did  you  have  an  opinion 
back  when  you  were  a  clerk?"  And  he 
said,  "Clerks  don't  have  opinions." 

Well,  here  is  one  of  the  most  opin- 
ionated men  that  has  probably  ever 
served  as  a  clerk,  one  of  the  most  opin- 
ionated Justice— and  that  is  not  bad— 
and  he  says  he  had  no  opinion.  He  had 
no  opinion  at  all  back  at  that  time  on 
whether  or  not  Brown  should  be  reaf- 
firmed. 

Given  that  the  Brown  decision  was 
the  most  controversial  constitutional 
decision  of  the  century,  it  is  absolutely 
inconceivable  to  me  that  a  person  with 
such  strong  views  as  Justice  Rehnquist 
held  would  not  have  a  view  regarding 
the  correctness  of  the  decision. 
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Similarly,  Justice  Rehnquist's  corol- 
lary assertion  that  the  memo  repre- 
sented the  views  of  Justice  Jackson  is 
wholly  contradictory  to  the  evidence. 
It  is  disputed  by  Phillip  Kurland,  one 
of  the  most  conservative  constitution- 
al scholars  in  America,  from  the  Uni- 
versity of  Chicago.  Phil  Kurland,  Jus- 
tice Jackson's  biographer,  disputes 
that  Jackson  ever  held  those  views. 
Richard  Kluger,  the  author  of  the 
seminal  work  on  the  history  of  the 
Brown  decision,  disputes  that  Jackson 
ever  held  those  views;  cannot  find  any 
evidence  Jackson  ever  held  those 
views. 

D  1820 

Ms.  Douglas,  who  we  referred  to  ear- 
lier, Jackson's  personal  secretary,  re- 
futes the  assertion  that  Jackson  ever 
had  any  of  those  views. 

Mr.  SARBANES.  Will  the  Senator 
yield  on  that  point? 

Mr.  BIDEN.  Justice  Jackson's  own 
writings  in  the  Brown  case  refutes 
that  he  ever  had  those  views.  I  will 
yield  on  that  point,  and  I  will  make  a 
concluding  point  to  let  my  colleague 
from  Arizona  speak  if  he  has  not  al- 
ready left. 

Mr.  SARBANES.  I  simply  want  to 
quote  the  letter  that  Ms.  Douglas,  Jus- 
tice Jackson's  long  time  secretary,  sent 
because  obviously  she  worked  very 
closely  with  the  Justice,  and  law  clerks 
came  and  went.  She  stayed  on  forever, 
as  it  were.  In  her  letter  she  says: 

It  surprises  me  every  time  Justice  Rehn- 
quist repeats  what  he  said  in  1971  that  the 
views  expressed  in  his  1952  memorandum 
concerning  the  segregation  case  then  before 
the  Court  were  those  of  Justice  Jacluon's 
rather  than  his  own  views.  As  I  said  in  1971 
when  this  question  first  came  up,  that  is  a 
smear  of  a  great  man  for  whom  I  served  as 
secretary  for  many  years.  Justice  Jaclison 
did  not  ask  law  clerlts  to  express  his  views. 
He  expressed  his  own.  and  they  expressed 
theirs.  That  is  what  happended  in  this  in- 
stance. 

Mr.  BIDEN.  I  thank  my  colleague 
from  Maryland.  Look,  let's  be  honest 
about  this.  Here  is  a  guy  who  had  him- 
self in  a  crack.  If  it  had  not  been  for 
the  fact  that  he  was  nominated,  he 
could  have  said  what  a  lot  of  other 
Members  of  the  Senate  said  here.  Like 
Senator  Byrd  said,  hey.  I  held  that 
view.  I  was  wrong.  I  regret  having  held 
that  view.  It  was  my  view  at  the  time 
but  I  do  not  hold  it  any  more.  But  I 
concluded  he  could  not  say  that  be- 
cause he  was  afraid,  in  this  Senator's 
judgment,  that  had  he  said  that  in 
1970  that  the  array  of  Senators  in  this 
Chamber  in  1970,  the  mood  of  the 
country  in  1970.  the  civil  rights  atmos- 
phere in  1970,  they  would  have  said 
notwithstanding  you  have  recanted, 
we  still  do  not  want  you  on  the  Court 
because  you  held  those  views.  That 
was  the  mood  of  the  country. 

So  in  fairness  to  Justice  Rehnquist 
he  sat  there  and  he  had  himself  in  a 
bind.  He  had  a  chance  to  do  something 


he  never  thought  he  would  ever  be 
able  to  do  in  his  life— be  a  Supreme 
Court  Justice.  And  he  allowed  himself 
in  my  view  to  succumb  because  obvi- 
ously every  single  thing  points  to  the 
fact  that  they  were  his  views.  Let  me 
make  a  concluding  point  on  this  area. 

Justice  Rehnquist  stated  in  1971, 
and  he  expressed  again,  "Since  I  fully 
support  the  legal  review  and  the  Tight- 
ness from  the  standpoint  of  funda- 
mental fairness  of  the  Brown  deci- 
sion." 

Clearly,  this  statement  was  intended 
to  deflect  criticism  by  indicating  that 
he  consistently  agreed  with  Brown. 
But  Justice  Rehnquist's  unequivocal 
endorsement  of  Brown  in  1971,  is 
clearly  questionable  in  light  of  the 
statements  he  made  about  integration 
in  1964  and  1967.  and  in  1970.  You 
heard  my  colleague,  the  distinguished 
Senator  from  Utah.  He  said,  look— and 
you  will  hear  from  my  friend  from  Ari- 
zona. He  was  required  to  write  a  posi- 
tion. My  boss  asked  me  to  write  a  posi- 
tion. Put  away  the  issue  of  Justice 
Jackson,  which  I  cannot  believe  a  rea- 
sonable person  can  conclude  that  they 
were  not  his,  Rehnquist's,  views.  Put 
that  all  aside.  Let  us  look  at  a  few 
facts. 

In  1964,  Justice  Rehnquist  while  a 
private  lawyer  in  Phoenix,  AZ,  testi- 
fied against  the  passage  of  the  Phoe- 
nix City  Ordinance  which  would  pro- 
hibit racial  discrimination  in  places  of 
public  accommodation.  He  also  wrote  a 
letter,  then  wrote  a  letter  to  the  news- 
paper. Now  this  is  a  private  citizen.  He 
had  a  right  to  do  that.  He  wrote  a 
letter  to  the  newspaper  in  which  he 
equated  the  indignity  suffered  by  vic- 
tims of  discrimination  barred  from  a 
lunch  counter  with  "the  indignity  suf- 
fered by  the  segregationist  forced  to 
serve  the  meal."  I  ask  unanimous  con- 
sent that  an  excerpt  relating  to  that 
matter  be  printed  in  the  statement. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

The  1964  Public  Accommodations 
Ordinance 

In  June  of  1964  the  Phoenix  City  Council 
was  considering  a  public  accommodations 
ordinance  which  declared  that— 

"It  is  .  .  .  contrary  to  the  policy  of  the 
City  and  unlawful  to  discriminate  in  places 
of  public  accommodation  against  any  person 
because  of  race,  color,  creed,  national  origin, 
or  ancestry." 

The  ordinance  applied  only  to  "public 
places"  offering  entertainment,  food  or 
lodging,  and  specifically  excluded  "any 
place  which  is  in  its  nature  distinctly  pri- 
vate." In  testimony  before  the  City  Council, 
be  submitted  to  the  people  for  a  vote  rather 
than  being  passed  by  the  Council.  He  also 
said: 

"I  am  a  lawyer  without  a  client  tonight.  I 
am  speaking  only  for  myself.  I  would  like  to 
speak  in  opposition  to  the  proposed  ordi- 
nance because  I  believe  that  the  values  that 
it  sacrifices  are  greater  than  the  values 
which  it  gives.  .  .  .  There  have  been  zoning 
ordinances  and  that  sort  of  thing  but  I  ven- 


ture to  say  that  there  has  never  been  this 
sort  of  an  assault  on  the  institution  where 
you  are  told,  not  what  you  can  build  on 
your  property,  but  who  can  come  on  your 
property.  This,  to  me,  is  a  matter  for  the 
most  serious  consideration  and,  to  me, 
would  lead  to  the  conclusion  that  the  ordi- 
nance ought  to  be  rejected." 

The  ordinance  was  passed  unanimously  by 
the  City  Council  the  next  day.  Mr.  Rehn- 
quist, still  without  a  client  save  himself, 
then  wrote  a  letter  to  the  editor  of  the  Ari- 
zona Republic  calling  passage  of  the  ordi- 
nance "a  mistake."  Incredibly,  the  letter 
first  equated  the  Indignity  suffered  by  a 
victim  of  discrimination  barred  from  a 
lunch  counter  with  the  "indignity"  suffered 
by  the  segregationist  forced  to  serve  a  meal, 
and  then  concluded: 

"It  is,  I  believe,  impossible  to  jostlfy  the 
sacrifice  of  even  a  portion  of  our  historic  in- 
dividual freedom  for  a  purpose  such  as 
this." 

The  freedom  to  which  he  referred  was  the 
freedom  of  the  property  owner  to  do  with 
his  property  a-s  he  wished.  As  Mr.  Rehnquist 
recognized  in  the  letter,  this  freedom  has 
been  impinged  upon  by  a  great  many  laws, 
such  as  zoning  laws,  and  health  and  safety 
regulations.  While  Mr.  Rehnquist  thought 
that  imposition  on  property  rights  was  ac- 
ceptable for  purposes  of  zoning,  he  thought 
an  impingement  on  property  rights  designed 
to  assure  equal  access  regardless  of  race  to 
places  which  hold  themselves  out  to  the 
public  was  unjustified.  In  other  words,  in 
1964  the  nominee,  as  he  agreed  at  the  hear- 
ings, "felt  that  personal  property  rights 
were  more  important  than  individual  free- 
doms, the  individual  freedom  of  the  black  to 
go  up  to  a  lunch  counter." 

It  is  important  to  understand  the  time  at 
which  this  ordinance  was  being  considered. 
The  fight  to  end  discrimination  in  public  ac- 
commodations was  in  full  swing  across  the 
nation.  The  encounters  at  Selma  and  Bir- 
mingham were  recent  history.  The  Congress ' 
was  in  the  midst  of  considering  the  broadest 
and  most  significant  piece  of  cjvil  rights  leg- 
islation it  had  ever  passed,  and  that  legisla- 
tion included  a  meaningful  public  accommo- 
dations section.  By  the  time  Mr.  Rehnquist 
spoke  in  Phoenix,  the  House  had  passed  the 
bill,  and  the  Senate  had  invoked  cloture  on 
it.  Even  more  important,  the  most  substan- 
tial objections  to  the  federal  act  came  from 
those  who  doubted  the  federal  government's 
constitutional  p>ower  to  enact  public  accom- 
modations legislation.  This  was  not  an  argu- 
ment the  nominee  used.  He  fought  the 
measure  solely  on  its  merits. 

When  questioned  at  the  hearings  about 
his  opposition  to  the  ordinance,  Mr.  Rehn- 
quist said  he  has  changed  his  mind.  Asked 
why.  he  replied: 

"I  think  the  ordinance  really  worked  very 
well  in  Phoenix.  It  was  readily  accepted,  and 
I  think  I  have  come  to  realize  since  it.  more 
than  I  did  at  the  time,  the  strong  concern 
that  minorities  have  for  the  recognition  of 
these  rights." 

Subsequently.  Mr.  Rehnquist,  perhaps 
recognizing  that  a  pragmatic  argument  is 
weak  where  principle  is  involved,  stated  that 
even  if  the  ordinance  had  been  less  readily 
accepted  he  would  no  longer  oppose  it.  Thus 
the  real  reason  for  Mr.  Rehnquist's  change 
of  heart  is,  according  to  him,  his  realization 
within  the  past  7  years  of  the  "strong  con- 
cern that  minorities  have  for  the  recogni- 
tion of  these  rights."  Significantly,  it  is  still 
not  a  matter  of  the  nominee's  feeling  that 
such  discrimination  is  an  injustice,  but  only 
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that  he  now  realizes  that  others  may  so  view 
it. 

While  it  is  encouraging  in  some  ways  that 
Mr.  Rehnqulst  says  that  he  has  come  to  re- 
alize the  depth  of  concern  among  members 
of  minority  groups  to  be  treated  as  individ- 
ual human  beings  by  all  persons,  it  is  very 
distressing  to  imagine  a  person  on  the  Su- 
preme Court  who  Just  seven  years  ago. 
when  he  was  40  years  old,  was  as  unaware  of 
the  depth  of  this  feeling  as  Mr.  Rehnquist 
was  by  his  own  admission.  The  insensitivity 
which  Mr.  Rehnquist's  own  statement  re- 
veals is  hardly  offset  by  an  announcement 
at  confirmation  hearings  that  he  would  no 
longer  oppose  public  accommodations  meas- 
ures—particulary  when  other  actions  by  the 
nominee  after  1964  are  taken  into  account. 

Mr.  BIDEN.  I  thank  the  President. 

He  concluded  that  letter  by  saying 
the  following.  He  said.  "It  is,  I  believe, 
impossible  to  justify  the  sacrifice  of 
even  a  portion  of  our  historic  individ- 
ual freedoms  for  a  purpose  such  as 
this." 

A  purpose  such  as  this  was  forcing  a 
white  person  to  serve  a  black  person  in 
a  restaurant;  forcing  a  white  person  to 
have  to  rent  a  room  in  a  public  accom- 
modation house  to  a  black  person. 

Again,  a  lot  of  reasonable  women 
and  men  held  that  view  in  1964.  But 
this  was  not  as  a  clerk  to  the  Court. 
This  was  a  full-blown  respected 
lawyer,  a  prominent  citizen  in  Phoe- 
nix, all  on  his  own,  as  a  concerned  citi- 
zen writing  a  letter  to  the  editor  of  the 
Phoenix  newspaper. 

In  1967,  Justice  Rehnquist  publicly 
challenged  the  plan  to  end  de  facto 
segregation  in  public  schools  in  Phoe- 
nix. And  again,  as  a  good-spirited 
public  citizen,  he  wrote  a  letter  to  the 
editor.  In  the  letter  to  the  editor,  he 
said.  "We  are  no  more  dedicated  to  an 
integrated  society  than  we  are  dedicat- 
ed to  a  segregated  society."  Again,  a 
view  that  is  not  unreasonable.  Some 
will  argue  that  we  are  required  under 
the  Constitution  to  eliminate  discrimi- 
nation but  we  are  not  required  to  pro- 
mote integration.  That  is  an  intellec- 
tually defensible  argument.  That  is 
the  one  he  made.  This  is  the  guy  now 
who  is  saying  in  1971,  "I  fully  support 
Brown,  and  I  always  have."  Does  that 
sound  like  a  guy  who  fully  supports 
Brown,  and  always  had? 

In  1970.  it  now  appears  that  Justice 
Rehnquist  drafted  a  proposed  consti- 
tutional amendment  whUe  he  was 
working  for  the  Government,  an 
amendment  that  had  it  passed  would 
have  halted  the  desegregation  of  the 
Nation's  public  high  schools.  In  a 
memo  accompanying  this  proposal, 
then  attorney  Rehnquist  said,  "This 
amendment  would  stop  Federal  courts 
from  interfering  even  if  local  officials 
set  up  school  attendance  zones  'with  a 
motive  of  segregating  the  races  in  the 
schools.' " 

He  drafted  an  amendment,  and  he 
attached  a  memo  to  the  amendment 
sending  it  on  to  the  President,  a  defen- 
sible position  in  which  he  said  that  it 
is  all  right  to  "set  up  school  attend- 


ance boundaries  under  this  proposed 
amendment  even  where  there  is  a 
motive  of  separating  the  races  in  the 
schools." 

Again,  I  would  be  delighted  to 
debate  any  of  my  colleagues  on  wheth- 
er or  not  the  substance  of  what  he  is 
suggesting  in  all  these  things  is  rea- 
sonable. I  think  they  are  not  reasona- 
ble. 

But  the  reason  I  raise  these  things,  I 
say  to  my  colleagues,  is  not  to  demon- 
strate that  he  was  right  or  wrong  in 
holding  these  views,  but  to  demon- 
strate that  he  was  not  telling  us  the 
truth  when  he  said,  "I  supported  the 
Brown  decision,  and  I  always  support- 
ed the  Brown  decision,"  that  "I  did 
not  write  the  Jackson  memo,  they 
were  Jackson's  views,  not  my  views." 

Now,  look,  there  is  nothing  wrong 
again  as  I  say  to  my  colleagues  with 
him  having  held  those  views.  A  lot  of 
people  in  America  held  those  views. 

But  I  say  to  my  colleagues  after  I 
have  read  what  I  read  to  you.  does 
anyone  reasonably  believe  that  Wil- 
liam Rehnquist,  clerk  William  Rehn- 
quist, lawyer  William  Rehnquist,  pri- 
vate citizen  William  Rehnquist,  was  a 
man  who  from  1954  on  strongly  sup- 
ported Brown  versus  The  Board  of 
Education?  Is  that  a  reasonable  con- 
clusion anyone  can  reach? 

So  why  did  he  not  just  say  to  us,  yes, 
in  1954,  like  almost  the  majority  of 
the  American  people,  I  thought  Plessy 
versus  Ferguson  was  still  good  law. 
But,  he  came  up  under  oath,  raised  his 
right  hand,  and  he  said,  "No,  they 
weren't  my  views.  I  am  for  Brown,"  or, 
"I  had  no  opinion  at  all." 

D  1830 

Let  me  speak  to  another  point,  and  I 
had  no  intention  of  speaking  to  this 
but  I  am  going  to  speak  to  it  now  be- 
cause it  was  referred  to  by  the  Senator 
from  West  Virginia,  restrictive  cov- 
enants. 

I  have  never  once  raised  during  the 
hearings  the  issue  of  restrictive  cov- 
enants with  regard  to  blacks  or  "mem- 
bers of  the  Hebrew  race." 

In  all  honesty,  whoever  wrote  that 
covenant  not  only  indicates  how  preju- 
diced they  were  but  how  stupid  they 
were.  There  is  no  Hebrew  race.  I  find 
this  offensive  all  by  itself  to  my 
friends. 

Having  said  that,  it  has  been  pointed 
out  by  supporters  of  Justice  Rehn- 
quist, the  way  I  have  read  some  of  the 
accounts.  "E}ven  Senator  Biden  had  a 
restrictive  covenant  in  his  deed." 

I  have  read  that  now  so  many  times 
in  the  press  I  think  it  warrants  com- 
menting. 

A  lot  of  us  in  America  have  restric- 
tive covenants  in  deeds.  I  might  point 
out  I  never  had  any  restrictive  cov- 
enant in  any  deed  in  which  I  was  a 
property  owner. 

It  turns  out  my  father's  home  in 
which  I  lived,  like  some  of  us  do— we 


lived  in  our  father's  home  as  chil- 
dren—there was  a  restrictive  covenant 
in  my  father's  deed. 

Let  me  show  you  how  it  is  different 
than  Justice  Rehnquist's  and  how 
most  Americans'  are  different  than 
Rehnquist's. 

In  my  father's  deed,  about  the 
second  line  from  the  bottom  line,  it 
says.  "There  are  restrictions  and  cov- 
enants to  be  found  in  volume  479, 
pages  376  and  377  at  the  recorder  of 
deeds  office  in  the  county  of  New 
castle,  Delaware." 

Any  reasonable  person  reading  that, 
I  am  sure  if  my  father  read  it  which  I 
am  sure  he  did  not,  could  assume  that 
it  is  anything  from  allowing  the  elec- 
tric power  company  to  put  the  lines 
straight  through  to  where  they  could 
put  a  road  through  in  the  neighbor- 
hood. 

My  father  did  not  look  it  up  and  say, 
"I  better  go  down  to  the  county  re- 
corder's office  and,  assuming  I  can 
find  it,  turn  to  volume  471.  turn  to 
page  4,372.  and  read  the  covenant." 

No  lawyer  ever  wrote  my  father  a 
letter.  It  never  appeared  on  the  face  of 
the  deed  or  any  other  document  my 
father  read,  just  like  99  percent  of  the 
other  Americans  in  this  country  who 
have  "restrictive  covenants." 

How  is  that  distinguishable?  It  is  dis- 
tinguishable in  a  very  definite  way.  I 
am  not  here  to  defend  my  father,  but 
to  point  out  the  difference. 

In  Justice  Rehnquist's  case,  it  said  it 
on  the  face  of  the  deed,  right  there  in 
big,  bold  print:  "No  Hebrew." 

In  addition  to  that,  there  was  a 
lawyer  who  sent  him  a  letter,  a  one- 
page  letter.  It  said,  "By  the  way,  Mr. 
Justice  Rehnquist,  you  should  look  at 
this  because  your  deed  says,  'No 
Hebrew  race'  can  be  sold  this  proper- 
ty." 

Here  is  a  Justice  of  the  Supreme 
Court  who  everybody  over  here  says, 
and  some  of  my  colleagues  over  here 
say.  is  this  brilliant,  legal  tactician, 
and  scholar. 

He  gets  a  letter  from  a  lawyer  which 
is  one-page  long.  He  does  not  read  it? 

In  addition  to  that,  do  you  know 
what  happened?  Do  you  know  what 
happened  when  some  Republican 
Party  worker  went  down  and  checked 
out  every  deed  I  have?  The  only  re- 
strictive covenant  that  restricts  in  a 
property  I  own  is  because  one  was 
owned  by  a  DuPont  family,  and  it  says 
in  fact  that  if  there  is  an  explosion  at 
the  DuPont  property  the  owner  of  my 
property  will  not  be  liable.  And  it  says 
I  cannot  sell  drinks  on  the  property  of 
my  home. 

I  assure  my  colleagues.  I  sell  no 
drinks. 

Let  me  tell  you  what  the  difference 
is  between  what  I  think  90  percent  of 
Americans  would  do. 

The  day  my  father  was  made  aware 
because  some  Republican  worker  went 
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down  to  the  recorder  of  deeds  and 
said,  "Let's  check  Biden  out  and  his 
family,"  the  day  that  became  known, 
do  you  know  what  my  father  did?  He 
went  to  a  lawyer  and  said.  "I  want 
that  taken  out  of  my  deed." 

The  lawyer  told  my  father,  "You 
can't  have  it  taken  out  of  your  deed 
because  the  court  will  not  hear  the 
case  because  it  is  moot  anyway." 

My  dad  said,  "What  can  I  do?" 

He  said,  "You  can  attach  an  amend- 
ment to  the  deed  and  say  you  do  not 
consider  it  legal  and  you  find  it  repug- 
nant." 

That  is  what  my  father  did. 

What  did  Justice  Rehnquist  do  when 
he  found  this  out?  To  the  best  of  my 
knowledge,  nothing. 

Let  us  assume  he  did  not  know  any- 
thing about  it.  Let  us  assume  he  did 
not  have  any  notion  of  it.  Let  us 
assume  it  never  crossed  his  mind.  Let 
us  assume  he  never  read  the  letter.  Let 
us  assume  he  did  not  see  the  deed. 

When  he  found  it  out,  what  did  he 
say?  Did  he  say  at  the  hearing  'I  want 
to  get  that  taken  out  of  my  deed"? 

Did  he  say  this  was  horrible? 

It  goes  to  the  question  of  a  little  bit 
of  sensitivity. 

I  do  not  see  any  of  my  colleagues 
wishing  to  speak  and  since  we  are 
going  to  try  to  finish,  let  me  keep 
going.  Let  me  shift  to  another  subject, 
if  I  may. 

By  the  way,  if  it  has  not  already 
been  put  into  the  Record,  I  ask  unani- 
mous consent  that  the  New  York  Uni- 
versity Law  Review  article  written  in 
April  1982,  entitled  "How  Judges 
Speak:  Some  Lessons  on  Adjudication 
in  Billy  Budd,  Sailor  With  an  Applica- 
tion to  Justice  Rehnquist,"  be  printed 
in  the  Record. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

How  Judges  Speak:  Some  Lessons  on  Adju- 
dication IN  Billy  Budd,  Sailor*  With  an 
Application  to  Justice  Rehnquist 

(Richard  Weisberg)  •• 
(Professor  Weisberg,  recognizing  the  rela- 
tionship of  literature  to  the  law,  closely  ex- 
amines Melville's  Billy  Budd.  Sailor  as  a  ve- 
hicle for  exploring  the  importance  of  lan- 
guage in  adjudication.  His  approach  to  Mel- 
ville's story  emphasizes  the  concept  of  con- 
siderate communication.  The  concept  is 
then  developed  through  a  detailed  analysis 
of  Justice  Rehnquist's  opinion  in  Paul  v. 
Davis.  This  analysis  of  the  concept  provides 
a  useful  demonstration  of  how  language  can 
affect  adjudication.) 

introduction:  fiction,  law  and  billy  budd, 
sailor 
Can  there  really  be  something  over  and 
above  these  clear  ascertainable  facts,  some 
extra  element,  which  guides  the  judge  and 
justifies  or  gives  him  a  reason  for  punish- 
ing? .  .  .  We  are  here  in  the  realm  of  fiction, 
with  which  it  is  said  the  law  has  always 
been  connected.' 


Footnotes  at  end  of  article. 


The  normal  subject  matter  of  the  law 
review  writer  is,  of  course,  statutory  or  adju- 
dicatory prose.  Through  compilation,  com- 
parison, and  interpretation  of  this  matter, 
the  legal  analyst  attempts  to  predict,  criti- 
cize, suid  suggest.  The  writer  may  thereby 
enrich  a  particular  area  of  law  and  provide 
ideas  to  which  judges,  lawyers,  and  others 
may  refer  when  analogous  issues  arise. 
Why,  then,  should  we  break  the  pattern  and 
devote  law  review  space  to  a  work  of  pure 
fiction?  How  can  we  justify  sut>stituting 
imaginative  for  legal  prose?  Do  we  not  in- 
trude sufficiently  into  the  alwtract  in  juris- 
prudential pieces  without  adding  literary 
art  to  the  legal  cannon? 

There  are  good  reasons  for  insisting  on 
the  importance  of  some  fictional  works  to 
legal  scholarship.  First,  legal  analysts,  in 
fact,  have  long  employed  fiction  to  illumi- 
nate law.2  Second,  despite  the  present  tend- 
ency of  some  legal  writers  to  ignore  fiction 
in  favor  of  more  fashionable  "extrinsic" 
methodologies,'  other  distinguished  schol- 
ars continue  to  find  its  influence  irresistibly 
beneficial.*  Third,  some  literary  texts  so 
richly  contribute  to  our  understanding  of 
the  law  that  it  would  be  a  mistake  to  ignore 
their  implications  for  legal  analysis.  Certain 
fictive  situations  command  the  attention  of 
lawyers  in  each  generation,^  some  for  gen- 
erations at  a  time.^  These  situations  occa- 
sionally surpass  in  their  legal  significance 
the  utterances,  on  similar  subjects,  of 
judges,  legislators,  administrators,  or  law 
professors. 

Billy  Budd.  Sailor  is  such  a  text.  Since  its 
publication '  several  decades  after  Melville 
died.'  this  novella  has  captivated  literary 
scholars."  Lawyers  have  written  about  the 
text  at  least  since  the  mid-sixties,'"  and  as 
recently  as  the  summer  of  1980.  it  became 
the  centerpiece  of  an  interdisciplinary  con- 
ference at  Princeton  University."  The  di- 
lemma of  the  story's  central  adjudicator. 
Captain  Edwin  Fairfax  Vere,  in  bringing  the 
morally  innocent  Billy  to  trial  and  execu- 
tion for  striking  and  killing  the  evil  John 
Claggart,  has  entered  into  the  spirits  of 
legal  and  literary  scholars  alike,  provoking 
debate  and  even  passion. 

Thus,  for  example,  contemporary  legal  an- 
alysts such  as  Robert  Cover"  and  David 
Richards  ' '  have  integrated  the  pivotal  trial 
scene,  and  the  text  as  a  whole,  into  an  un- 
derstanding of  legal  history  on  the  one 
hand  and  moral  judicial  behavior  on  the 
other.  In  a  fine  earlier  work  by  a  nonlawyer, 
Veres  legal  argument  to  the  court-martial 
was  preliminarily  analyzed  and  employed  to 
further  an  understanding  of  what  Melville 
is  saying  about  law  in  his  story."  Teachers 
of  jurisprudence  and  of  law  and  literature 
have  carefully  examined  the  long  passage  in 
which  Vere  defends  his  view  that,  on  occa- 
sion, moral  innocence  must  bow  to  legal  cul- 
pability," recognizing  in  it  a  paradigm  for 
theories  of  adjudication. 

A  complete  analysis  of  the  law  of  this 
"case."  however,  has  pot  yet  been  presented. 
Therefore,  after  summarizing  the  "plot "  of 
Billy  Budd,  Sailor  and  introducing  a  narra- 
tive theme  that  will  echo  throughout  the 
piece,  this  Article  will  examine  the  law  that 
a  court-martial  should  have  applied  in 
Billy's  case.  The  analysis  demonstrates  that 
Captain  Vere's  articulation  and  application 
of  the  law  in  many  respects  were  erroneous, 
and  that  Melville  intended  his  reader  both 
to  realize  this  fact  and  to  consider  its  broad- 
er implications.  Our  reading  thus  challenges 
the  prevaling  interpretation"  that  Vere  was 
confronted  with  a  situation  in  which  posi- 
tive law  dictated  legal  action  wholly  op- 
posed to  his  natural  sense  of  justice. 


Since  Vere  successfully  posits  a  dilemma 
he  did  not  really  face,  the  moral  and  legal 
significance  of  the  story  turns  not  on  con- 
flicts arising  from  the  correct  application  of 
externally  imposed  forms,  but  on  the  articu- 
late adjudicator's  ability  to  impose  a  subjec- 
tively attractive  result  that  the  law  does  not 
require.  So  understood,  the  novella  indicates 
Melville's  view  that  language  frequently 
controls  the  outcome  of  adjudication.  The 
Article  develops  this  insight  by  extracting 
the  notion  of  "considerate  communication" 
from  an  early  passage  in  the  story.  It  fur- 
ther explores  some  of  the  narrative  tech- 
niques that  mark  this  mode  of  communica- 
tion through  an  analysis  of  Justice  Rehn- 
quist's opinion  in  Pavl  v.  Davis  ■''  as  viewed 
through  the  lens  of  Vere's  argument  in 
Billy's  case.  Following  Melville's  lead,  the 
Article  then  relates  "considerate  communi- 
cation" to  the  moral  nature  of  the  adjudica- 
tor by  examining  Vere's  motives  for  having 
Billy  hanged.  This  analysis,  finally,  leads  to 
an  examination  of  the  story's  broader  cul- 
tural themes.  For  the  lawyer,  this  centers 
on  Melville's  concern  that  ,the  values  smd 
normative  structures  likely  to  inhere  in 
many  judges  today  may  pose  barriers  to  ob- 
jective judicial  behavior. 

Thus,  this  Article  seeks  both  to  enrich  our 
understanding  of  Melville's  remarkable  tale 
and  to  demonstrate  how  some  literary  works 
pose  profound  questions  so  artfully  that 
they  deserve  a  place  in  the  growth  and  de- 
velopment of  legal  culture. 

I.  plots  and  digressions:  overtness  and 

COVERTNESS  IN  BILLY  BUDD,  SAILOR 

No  schematic  attempt  to  describe  Billy 
Budd,  Sailor's  "plot"  would  sit  easily  with 
anyone  who  has  ent'ered  into  the  majestic 
complexity  of  Melville's  final  work.  Such  at- 
tempts, made  by  filmmakers,"  opera  writ- 
ers," and  some  literary  critics,"  impover- 
ish the  narrative  subtlety  that  is  the  story's 
essence.  But  a  kind  of  recasting  of  the  tale, 
loyal  to  its  digressions,  is  possible  and  serves 
to  introduce  the  central  theme  underlying 
Melville's  view  of  adjudication. 

The  story,  subtitled  An  Inside  Narrative. 
is  brief— approximately  ninety  pages  long.  It 
begins  with  the  description  of  a  certain  mar- 
itime type,  the  "Handsome  Sailor": 

It  was  strength  and  beauty.  Tales  of  his 
prowess  were  recited.  Ashore  he  was  the 
champion:  afloat  the  spokesman;  on  every 
suitable  occasion  always  foremost.  Close- 
reefing  topsails  in  a  gale,  there  he  was. 
astride  the  weather  yardarm-end,  foot  in 
the  Flemish  horse  as  stirrup,  both  hands 
tugging  at  the  earing  as  at  a  bridle,  in  very 
much  the  attitude  of  young  Alexander  curb- 
ing the  fiery  Bucephalus.  A  superb  figure, 
tossed  up  as  by  the  horns  of  Taurus  against 
the  thunderous  sky,  cheerily  hallooing  to 
the  strenuous  file  along  the  spar. 

The  moral  nature  was  seldom  out  of  keep- 
ing with  the  physical  make.*' 

The  story's  title  hero  is  a  fine  (albeit 
flawed)  example  of  the  type: 

Such  a  cynosure,  at  least  in  aspect,  and 
something  such  too  in  nature,  though  with 
important  variations  made  apparent  as  the 
story  proceeds,  was  welkin-eyed  Billy 
Budd— or  Baby  Budd,  as  more  familiarly, 
under  circumstances  hereafter  to  be  given, 
he  at  last  came  to  be  called— aged  twenty- 
one,  a  foretopman  of  the  British  fleet 
toward  the  close  of  the  last  decade  of  the 
eighteenth  century. »» 

Billy  brings  the  overt  values  of  his  sailor- 
like  type  to  the  specific  historical  environ- 
ment of  this  novella.  Melville's  tale  unravels 
not  In  an  allegorical  locus  of  anytime  and 


7Ht.'.9  0-87-6(Pt.  171 


23760 


CONGRESSIONAL  RECORD— SENATE 


September  17,  1986 


anywhere,  but  rather  in  the  era  of  the 
French  and  American  Revolutions,  when 
the  great  mutinies  threatened  the  stability 
of  the  British  navy.  "It  was  the  summer  of 
1797.""  we  are  told,  shortly  after  "The 
Great  Mutiny"  at  the  Nore."  Billy  is  im- 
pressed from  a  merchant  ship,  the  Rights  of 
Man,  onto  the  action-bound  Bellipotenl. 
cheerfully  accepting  his  fate."  Resentment 
and  "double  meanings  and  insinuations  of 
any  sort  [beingl  quite  foreign  to  his 
nature."^'  he  departs  from  the  homeward- 
bound  ship,  leaving  with  the  Rights  only  the 
memory  of  "the  jewel"^'  of  that  crew,  and 
bringing  to  the  Bellipotenl  his  popularity 
and  natural  esteem  among  fellow  .sailors. 

The  narrator  continues  to  ground  the  tale 
in  a  specific  historical  context  by  now 
moving  from  Billy  to  the  general  subject  of 
the  mutinies,  providing  needed  background 
for  the  introduction  to  the  story  of  Admiral 
Nelson.  A  very  real  contemporary-  and  col- 
league of  the  Bellipotent's  fictional  captain. 
Vere  (who  has  not  yet  been  mentioned). 
Nelson.  "  the  greatest  sailor  since  our  world 
began.'  "-'  is  the  subject  of  two  full  chap- 
ters; he  will  be  mentioned  twice  again  as  the 
text  proceeds.-"'  Nelson  here  appears  as  a 
kind  of  Handsome  Sailor  him.self.  Evocative 
of  Billy  on  the  Rights. '"  but  on  a  far  higher 
level  of  significance.  Nelson  is  presented  as 
a  natural  leader.  Called  to  a  troubled  ship. 
the  Theseus,  he  dampened  a  mutiny  virtual- 
ly on  his  arrival,  choosing  "not  indeed  to 
terrorize  the  crew  into  base  subjection,  but 
to  win  them,  by  force  of  his  mere  presence 
and  heroic  personality,  back  to  an  allegiance 
if  not  as  enthusiastic  as  his  own  yet  as 
true.""  (Vere's  subsequent  tactics  at  Billy  s 
trial  will  have  to  be  tested  against  this  nar- 
rative model.) 

As  the  story  winds  through  self-admitted 
"bypaths "  '-  to  the  exposition  of  its  central 
actions.  Captain  Vere  is  finally  introduced. 
A  good,  if  somewhat  pedantic.  "  perhaps 
overly  prudent  ^*  and  bookish  officer.'"'  he 
bears  the  nickname  "Starry  "Vere  "  partly  be- 
cause he  would  occasionally  gaze  dreamily 
at  the  blank  sea.  '"  but  more  so  because 
Andrew  Marvell  had  written  a  poem  about 
his  ancestor,  "starry  Vere. "  who  was  noted 
for  his  discipline  severe.  "  '■ 

From  Vere.  Melville  moves  to  the  Bellipo- 
tent's master-at-arms.  John  Claggart.  "His 
portrait  I  essay."  admits  the  always  equivo- 
cal narrator,  "but  shall  never  hit  it  "  ■"  Like 
Vere  1^  (and  unlike  Billy).  Claggart  is  twice 
described  as  "exceptional. "  *"  Both  Vere  and 
Claggart  are  unusual  on  a  ship  because 
their  verbal  gifts  and  complex  intelligence 
oppose  them  to  the  usual  sailor-like  type. 
Melville,  in  a  later  "digression."'  describes 
this  opposition  as  follows; 

And  what  could  Billy  know  of  man  except 
of  man  as  a  mere  sailor?  And  the  old-fash- 
ioned sailor,  the  veritable  man  before  the 
mast,  the  sailor  from  boyhood  up.  he, 
though  indeed  of  the  same  species  as  a 
landsman,  is  in  some  respects  singularly  dis- 
tinct from  him.  The  sailor  is  frankness,  the 
landsman  is  finesse.  Life  is  not  a  game  with 
the  sailor,  demanding  the  long  head— no  in- 
tricate game  of  chess  where  few  moves  are 
made  in  straight- forwardness  and  ends  are 
attained  by  indirection,  an  oblique,  tedious, 
barren  game  hardly  worth  that  poor  candle 
burnt  out  in  playing  it. 

■yes.  as  a  class,  sailors  are  in  character  a 
juvenile  race.*' 

Claggart.  like  Vere,  "is  finesse."  particu- 
larly finesse  with  language,  with  verbal  ob- 
fuscation,  and  with  achieving  ends  through 
"indirection."  *^ 

Claggart,  however,  suffers  from  an  animus 
not  shared  by  his  captain:  he  is  obsessed 


with  Billy  Budd.  Such  a  hidden  passion, 
"'never  declared"  and  directed  against  "some 
special  object,"  is  described  in  a  vitally  im- 
portant passage; 

But  the  thing  which  in  eminent  instances 
signalizes  so  exceptional  a  nature  is  this; 
Though  the  man's  even  temper  and  discreet 
bearing  would  seem  to  imitate  a  mind  pecu- 
liarly subject  to  the  law"  of  reason,  not  the 
less  in  heart  he  would  seem  to  riot  in  com- 
plete exemption  from  that  law.  having  ap- 
parently little  to  do  with  reason  further 
than  to  employ  it  as  an  ambidexter  imple- 
ment for  affecting  the  irrational.  That  is  to 
say;  Toward  the  accomplishment  of  an  aim 
which  in  wantonness  of  atrocity  would  seem 
to  partake  of  the  insane,  he  will  direct  a 
cool  judgment  sagacious  and  sound.  These 
are  madmen,  and  of  the  most  dangerous 
sort,  for  their  lunacy  is  not  continuous,  but 
occasional,  evoked  by  some  special  object;  it 
is  protectively  secretive,  which  is  much  as  to 
say  it  is  self-contained,  so  that  when,  more- 
over, most  active  it  is  to  the  average  mind 
not  distinguishable  from  sanity,  and  for  the 
reason  above  suggested;  that  whatever  its 
aims  may  be— and  the  aim  is  never  de- 
clared—the method  and  the  outward  pro- 
ceeding are  always  perfectly  rational. "" 

Why  does  Claggart  have  it  in  for  Billy?  As 
the  narra'ive  proceeds,  it  affords  us  some 
oblique  hints.  Billy  and  Claggart  are  types 
in  opposition.  It  has  become  a  critical  com- 
monplace to  think  of  this  as  an  opposition 
between  good  and  evil,  or  "heart  an(J  head." 
but  these  are  reductive  analyses,  unworthy 
of  the  text  in  its  fullnes.s.  ■'^  The  real  opposi- 
tion here,  as  indicated  in  the  last  few"  quoted 
passages,  is  between  the  Handsome  Sailor's 
innate  openness  and  the  intelligent  mastcr- 
at-arm's  "'ingratiating"  "  indirectness,  or.  as 
we  shall  call  these  qualities  here,  overtness 
and  covertness.*'^ 

Claggart  proves  himself  a  master  at  cov- 
ertness.  as  well  as  arms,  during  the  tale's 
famous  "soup  spilling"  episode. ■•■  When 
Billy  accidentally  spills  "the  greasy 
liquid""'"  in  Claggart's  path,  the  master-at- 
arms,  about  to  chastise  the  perpetrator. 
"Checked  himself."  ■"  Claggart's  physiogno- 
my, locked  into  sternness,  immediately 
alters;  a  smile  adorns  his  not-unpleasant 
features,  and  he  says  merely,  "Hand.somely 
done,  my  lad!  And  handsome  is  as  handsome 
did  it.  too!"  ^"  Not  a  sailor  in  the  mess  hall 
now  believes  that  Claggart  has  it  in  for 
Billy.  As  he  extracts  himself  from  the  view 
of  his  fellow  crewmen,  however.  Claggart 
vents  his  deliberately  repres.sed  rage  on  a 
passing  drummer  boy.  who  perhaps  evokes 
Billy's  own  youth  and  spontaneity.  Melville 
thus  establishes  a  model  for  covert  commu- 
nication which  we  will  have  occasion  to 
recall  when  discu.ssing  the  adjudicatory 
process.  * ' 

Meanwhile.  Claggart's  antipathy  to  Billy 
evolves  into  a  strategy.  He  dispatches  a 
deputy  to  tempt  the  youthful  foretopman 
to  mutiny,  but  Billy,  always  the  loyal  coun- 
terpart of  Nelson,  throws  him  out.^^  Finally. 
Claggart  takes  a  fateful  step.  Before  Cap- 
tain Vere.  he  accuses  Billy  of  conspiracy  to 
mutiny.*^  Using  his  customary  indirect- 
ness'' and  deftness  of  covert  expression,  he 
forces  the  reluctant  and  angrily  unbelieving 
Vere  to  call  Billy  to  defend  himself  against 
the  charges. 

Billy,  a  stutterer,  cannot  frame  a  coherent 
answer  to  Claggart's  incredible  charge. 
"Speak,  man!"  implores  his  captain.**  But 
the  Handsome  Sailor  is  a  doer,  not  a  say-er; 
his  essential  harmony— the  perfect  match- 
ing of  outward  form  and  inner  essence- 
compels  him  to  express  his  aversion  to  the 


unjust  attack.  Thus.  Billy  strikes,  and  Clag- 
gart falls  to  the  cabin  floor.'*  Propelled  by 
these  events  to  a  wholly  uncharacteristic 
show  of  emotion,  Vere  intones,  "Struck  dead 
by  an  angel  of  God!  Yet  the  angel  must 
hang!"  *'  The  ship's  surgeon,  amazed  to  see 
the  usually  calm  captain  so  passionate,  con- 
firms Claggart's  death.  Vere  immediately 
summons  a  drumhead  court,  although  the 
surgeon  and  other  officers  privately  deem  it 
proper  to  refer  the  matter  "to  the  admi- 
ral." ■" 

Chapter  21.  the  longest  in  the  text,  de- 
scribes the  trial  of  Billy  Budd  for  striking  a 
senior  officer  in  time  of  war.  The  hand- 
picked  members  of  the  court,  listening  to 
Captain  Vere's  arguments  as  sole  non-party 
witness,  prosecutor,  and  fellow  adjudica- 
tor. ^-'^  overcome  their  innate  sympathies  and 
legal  misgivings,  and  sentence  Billy  to  hang. 

Early  the  very  next  day,  before  an  awe- 
struck crew.  Billy  is  executed. *°  Mustering 
the  men  quickly  back  to  work.  Vere  ap- 
peases his  fellow"  officer's  ironic"'  fear  that 
the  men  might  mutiny  in  seeing  their  favor- 
ite hanged  by  counselling  the  dampening  in- 
fluence of  "forms,  measured  forms''*^  upon 
the  crew.  The  sailors  docilely  return  to  their 
duties  (for.  indeed,  as  we  learned  of  the  Bel- 
lipotenl earlier  in  the  tale,  "very  little  in 
the  manner  of  men  .  .  .  would  have  suggest- 
ed to  an  ordinary  observer  that  the  Great 
Mutiny  was  a  recent  event" ''^i;  they  are 
perhaps  partially  satisfied  by  the  always- 
loyal  and  finally  articulate  Billy's  last 
words.  "God  bless  Captain  Vere!  "  "^ 

The  event  stands  thus,  unremarked  until 
Melville's  narrative  by  any  but  the  men  who 
were  present  and.  curiously,  by  the  readers 
of  an  official  naval  chronicle  of  the  time 
called  News  from  the  Mediterranean.  This 
"long  ago  superannuated  and  forgotten""  ""* 
account,  recited  towards  the  end  of  the  no- 
vella, reports  it  incorrectly;  Claggart  is  de- 
.scribed  as  an  upstanding  model  of  loyalty 
and  Billy  as  a  depraved  foreigner  who 
stabbed  him  vindictively  to  the  heart.*" 

As  for  Captain  Vere.  profoundly  affected 
by  the  choice  he  says  the  law  compelled  him 
to  make,  he  never  really  recovers.  Wounded 
in  an  insignificant  batt'  prior  to  the  mag- 
nificent episodes  at  the  Nile  and  Trafalgar. 
Vere.  "ttlhe  spirit  that  spite  its  philosophic 
austerity  may  yet  have  indulged  in  the  most 
secret  of  all  passions,  ambition,  never  at- 
tained to  the  fulness  of  fame."  "  He  dies 
mumbling.  Billy  Budd.  Billy  Budd.""  a 
phrase  well  understood  by  at  least  one  who 
hears  it."" 

The  tale  ends  on  its  least  ambiguous  and 
most  lyrical  note.  The  crew— straightfor- 
ward, overt,  and  uncomplex  sailors— has 
composed  a  ballad  called  "Billy  in  the  Dar- 
bies."' Its  strikingly  simply  verses  speak  of 
the  heroic  Billy  at  death,  the  jewel  of  the 
crew  who  can  only  observe,  without  bitter- 
ness. "— O,  'tis  me,  not  the  sentence  they'll 
suspend."" "" 

II.  Melville's  Use  of  the  Law  in  Billy 
Budd.  Sailor 

For  the  trial  of  criminal  cases  concerned 
with  loyalty  to  the  regime,  special  military 
tribunals  are  established  and  these  tribu- 
nals disregard,  whenever  it  suits  their  con- 
venience, the  rules  that  are  supposed  to  con- 
trol their  decisions." 

A.  THE  trial  scene;  earlier  critical  views 

The  centerpiece  of  this  amazing  short 
story  is  its  trial  scene.  Chapter  21  stands  as 
its  microcosm  of  meaning,  just  as  trial 
scenes  in  other  literary  masterpieces  so  fre- 
quently carry  forth  the  fullest  sense  of  the 
larger  text."  The  chapters  focus,  not  sur- 
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prisingly,  is  on  Captain  Vere  and  his  expla- 
nation to  a  restive  court-martial  that  duty 
to  law  overrides  the  apparent  claims  of  nat- 
ural justice.  Critics  have  been  particularly 
attentive  to  the  following  speech: 

"But  your  scruples:  do  they  move  as  in  a 
dusk?  Challenge  them.  Make  them  advance 
and  declare  themselves.  Come  now;  do  they 
import  something  like  this:  If.  mindless  of 
palliating  circumstances,  we  are  bound  to 
regard  the  death  of  the  master-at-arms  as 
the  prisoner's  deed,  then  does  that  deed 
constitute  a  capital  crime  whereof  the  pen- 
alty is  a  mortal  one.  But  in  natural  justice  is 
nothing  but  the  prisoner's  overt  act  to  be 
considered?  How  can  we  adjudge  to  summa- 
ry and  shameful  death  a  fellow  creature  in- 
nocent before  God,  and  whom  we  feel  to  be 
so?— Does  that  state  it  aright?  You  sign  sad 
assent.  Well,  I  too  feel  that,  the  full  force  of 
that.  It  is  Nature.  But  do  these  buttons  that 
we  wear  attest  that  our  allegiance  is  to 
Nature?  No,  to  the  King.  Though  the  ocean, 
which  is  inviolate  Nature  primeval,  though 
this  be  the  element  where  we  move  and 
have  our  being  as  sailors,  yet  as  the  King's 
officers  lies  our  duty  in  a  sphere  corre- 
spondingly natural?  So  little  is  that  true, 
that  in  receiving  our  commissions  we  in  the 
most  important  regards  ceased  to  be  natural 
free  agents.  When  war  is  declared  are  we 
the  conmiissioned  fighters  previously  con- 
sulted? We  fight  at  command.  If  our  judg- 
ments approve  the  war,  that  is  but  coinci- 
dence. So  in  other  particulars.  So  now.  For 
suppose  condemnation  to  follow  these 
present  proceedings.  Would  it  be  so  much 
we  ourselves  that  would  condemn  as  it 
would  be  martial  law  operating  through  us? 
For  that  law  and  the  rigor  of  it,  we  are  not 
responsible.  Our  vowed  responsibility  is 
that:  That  however  pitilessly  that  law  may 
operate  in  any  instances,  we  nevertheless 
adhere  to  it  and  administer  it. 

"But  the  exceptional  in  the  matter  moves 
the  hearts  within  you.  Even  so  too  is  mine 
moved.  But  let  not  warm  hearts  betray 
heads  that  should  be  cool. "  '^ 

As  we  demonstrate  shortly,"  Melville  in- 
tends such  jurisprudential  statements  '*  as 
these  to  shed  'light" "  on  Veres 
"exceptional  .  .  .  moral  quality."  "  Perhaps 
the  novella's  most  pu2zling  character,  Vere 
has  won  the  admiration  of  the  vast  majority 
of  critics,  who  seem  to  accept  without  ques- 
tion his  remarks  during  the  trial  scene.'"  In 
the  late  1940's  and  1950's  in  this  country, 
negative  perceptions  of  Vere  were  virtually 
nonexistent;  when  expressed,  they  were 
greeted  with  serious  professional  antipa- 
thy." As  recently  as  1967,  legal  analysts  of 
Vere's  position  were  likely  to  have  full  faith 
in  his  veracity  and  thus  to  show  respect  for 
his  dilemma.  Charles  Reich  therefore  could 
say: 

The  chief  agent  of  the  law  is  Captain 
Vere.  .  .  .  Melville  allows  Vere  no  choice 
within  the  terms  of  the  law  iUelf;  if  the  law 
is  obeyed,  Billy  must  hang.  .  .  .  We  may 
perhaps  criticize  the  law,  but  noi  the  officer 
whose  "vowed  responsibility"  is  to  "adhere 
to  it  and  administer  it."  ...  As  Melville  pre- 
sents the  case,  there  is  no  escape  for  Vere.  It 
is  in  this  light  that  we  must  appreciate 
Vere's  reactions." 

In  the  1970's,  Robert  Cover  spoke  admir- 
ingly of  Vere's  "righteousness,"  ""  under  the 
circumstances.  Comparing  Vere  to  Melville's 
father-in-law,  Lemuel  Shaw,"  Cover  sensi- 
tively asks:  "What  deep  urge  leads  a  man  to 
.  .  .  embrace,  personally,  the  opportunity  to 
do  an  impersonal,  distasteful  task?"  •' 
Cover's  historical  approach  to  Shaw  under- 
standably forestalled  a  more  intensive  anal- 


ysis of  Vere;  as  a  result,  his  view  of  the  fic- 
tional adjudicator  essentially  agrees  with 
Reich's."' 

A  small  minority  of  literary  critics,  howev- 
er, began  the  slow  process  of  attacking  the 
foundation  upon  which  Vere's  "righteous- 
ness" must  lie:  his  assertion  that  the  posi- 
tive law  compelled  the  court  to  sentence  and 
execute  Billy.  In  an  article  provocatively  en- 
titled 77ie  Case  Against  Captain  Vere,'* 
Leonard  Casper  cited  an  allusion  to  the 
Somers  mutiny  of  1842  *=  in  Melville's  dec- 
ades-earlier tale  White-Jacket  "—"Three 
men,  in  a  time  of  peace,  were  then  hung  at 
the  yard-arm,  merely  because,  in  the  cap- 
tain"s  judgment,  it  became  necessary  to 
hang  them"  •''- and  asked  the  question,  in 
Vere's  case,  "how  necessary  is  necessity?"  "" 

Casper's  approach  opens  the  entire  story 
to  the  legal  analyst.  "Vere's  behavior,"  he 
noted,  "demands  explanation  because  of  its 
unnaturalness. "  "  For  Casper,  the  text  as  a 
whole,  Melville's  biography,  and  even  the 
trial  scene  itself  indicated  that  "[t]he  trial 
is  a  pretense  at  deliberative  justice,  and  is 
made  to  appear  so  by  Melville." '"  Where 
Reich  saw  Vere  as  nobly  applying  the  dic- 
tates of  an  urmatural  law,  Casper  suggested 
the  converse:  "By  refusing  all  natural  con- 
siderations, Vere  makes  his  verdict  unnatu- 
ral, a  perversion  as  serious  as  Claggart's.  By 
shifting  responsibility  for  his  decision  to  the 
King,  Vere  denies  that  he  is  a  free  agent 
with  an  individual  sense  of  discrimination 
and  judgment.""  Although  Casper's  article 
forms  a  meritorious  basis  for  inquiring  into 
the  legal  meaning  of  the  story,  it  uses  no 
legal  materials.  Nor  did  Casper  elaborate  his 
hint  that  Vere  and  Claggart  participate  in  a 
similar  spiritual  disease. 

Merlin  Bowen,  however,  a  lifelong  Mel- 
ville specialist,  went  further  in  comparing 
Captain  Vere  (thought  to  be  a  "good  "  char- 
acter) to  John  Claggart  (the  novella's  clear 
villain): 

The  pages  of  Billy  Budd  themselves  con- 
tain sufficient  evidence  upon  which  to  base 
a  quite  different  estimate  of  Captain  Vere. 
According  to  this  view,  he  appears  as  a  uni- 
formed and  conscientious  servant  of  "Cain's 
city,"  an  overcivilized  man  who  has  stifled 
the  sound  of  his  own  heart  and  learned  to 
live  by  the  head  alone  as  his  calling  re- 
quires, who  has  abdicated  his  full  humanity 
in  the  interests  of  a  utilitarian  social  ethic 
and  postponed  the  realization  of  truth  and 
justice  to  some  other  and  more  convenient 
world.  Neither  the  Christian  gospel  nor  the 
modern  doctrine  of  the  rights  of  man  has,  in 
his  opinion,  any  place  in  the  government  of 
this  man-of-war  world.  And  when  the  simple 
and  loyal-hearted  sailor,  Billy  Budd,  left 
speechless  by  Claggart's  accusation  of  trea- 
son, impulsively  knocks  the  liar  down  and  so 
kills  him,  the  practical  Vere  knows  his  duty 
at  once  and  resolutely  proceeds  to  hang,  for 
the  greatest  good  of  the  greatest  number,  a 
man  innocent  in  all  but  the  most  technical 
use  of  the  word.  ... 

.  .  .  Billy  Budd  will  appear  as  a  much 
more  coherent,  though  still  puzzling,  work 
of  art  if  regarded  as  a  study  in  the  possible 
consequences  of  a  commitment  to  a  fixed 
and  theoretic  pattern  rather  than  to  pat- 
ternless  life  itself  with  all  its  contradictions, 
crosscurrents  and  inescapable  risks. 

In  the  book's  central  opposition  of  civiliza- 
tion and  nature,  head  and  heart,  there  can 
be  no  real  question  where  Captain  the  Hon- 
orable Edward  Fairfax  Vere  stands:  quite 
clearly,  and  despite  his  own  instinctive  feel- 
ings in  the  matter,  he  stands  with  Claggart 
and  against  Billy.  By  both  temperament  and 
training,  he  is  much  closer  to  the  petty  offi- 


cer he  despises  than  to  the  young  foretop- 
man  he  admires." 

Writing  in  1962,"  C.B.  Ives  employed 
technical  legal  material  to  further  his  per- 
ception that  an  understanding  of  the  story's 
allegorical  or  metaphysical  levels  of  mean- 
ing can  be  reached  only  after  the  reader  has 
explored  the  tangible  data  that  Melville 
himself  knew  so  well.'*  Accordingly,  Ives  de- 
cided not  to  accept  Vere's  position  at  "face 
value"; "'  instead,  he  carefully  examined  the 
provisions  of  the  actual  British  statutes 
Vere  invoked.  Ives  noted  some  of  the  proce- 
dural defects  in  Vere's  approach,  "  some  of 
the  substantive  oddities,"  and  some  of  the 
legal  history  and  custom  that  cast  into 
doubt  the  harshness  of  the  drumhead 
court's  decision  to  hang  Billy."  But  Ives'  ef- 
forts take  us  only  part  of  the  way:  his  legal 
analysis  is  sketchy,  and  his  ultimate  conclu- 
sions unsupported.  He  labelled  Vere's  rush 
to  hang  Billy  as  idiosyncratic,  "a  sacrifical 
gesture,  born  to  a  kind  of  self-punishment 
that  had  become  habitual  in  Vere's  life."  " 
Ives  thus  failed  to  appreciate  the  broader 
implications  of  Melville's  perceptions  about 
law  and  moral  choice.  But,  along  with 
Casper  and  Bowen.  he  alterted  us  to  the 
need  to  scrutinize  the  idea  that  Vere's 
action  is  best  understood  as  a  response  to 
the  imperatives  of  the  positive  law. 

B.  VERES  choices:  LAW  AND  MORALITY  IN  THE 
TRIAL  SCENE 

I.  THE  FRAMEWORK  FOR  ADJUDICATION;  VERE'S 
POSSIBLE  'INSANITY" 

Not  to  endorse  Vere's  dichotomy  of  moral 
innocence  and  legal  guilt  might  appear  to 
lessen  the  force  of  the  story's  posed  moral 
problem.'""  But  a  textual  demonstration 
that  Vere's  behavior  is  marked  by  adjudica- 
tory "insanity" '"'  would  not  dilute  the 
story's  complex  moral  or  legal  interest;  it 
would,  rather,  reinvigorate  it. 

Accordingly,  we  should  recall  that  the 
trial  scene  begins  in  a  strange  way.  Vere's 
state  of  mind,  and  not  the  law  of  Billy's 
case,  is  discussed  first,  during  a  seeming  di- 
gression on  the  difficulties  of  distinguishing 
sane  from  insane  behavior.'"'  The  narrator 
quickly  indicates  that  the  adjudicator,  as 
much  as  the  accused,  is  to  be  judged.  He  ad- 
vises each  reader  to  decide  about  Vere  based 
on  "such  light  as  this  narrative  may 
afford,"  '"'  and  returns  to  the  scene  of  the 
drumhead  court.  But  we  should  not  mini- 
mize the  aesthetic  importance  of  this  insan- 
ity allusion  beginning  the  chapter;  it  affords 
narrative  legitimacy  to  the  surgeon's  fear 
that  Billy's  care  has  caused  his  captain  to 
become  -unhinged."  '"*  The  question  of 
Vere's  sanity  is  reiterated  at  the  end  of  the 
chapter,  during  a  passage  too  frequently 
misread  as  an  endorsement  of  Vere's  behav- 
ior:'"'" 

Not  unlikely  [the  court  was]  brought  to 
something  more  or  less  akin  to  that  har- 
assed frame  of  mind  which  in  the  year  1842 
actuated  the  commander  of  the  U.S.  brig-of- 
war  Somers  to  resolve,  under  the  so-called 
Articles  of  War,  Articles  modeled  upon  the 
English  Mutiny  Act,  to  resolve  upon  the 
execution  at  sea  of  a  midshipman  and  two 
sailors  as  mutineers  designing  the  seizure  of 
the  brig.  Which  resolution  was  carried  out 
though  in  a  time  of  peace  and  within  not 
many  days's  sail  of  home.  An  act  vindicated 
by  a  naval  court  of  inquiry  subsequently 
convened  ashore.  History,  and  here  cited 
without  comment.  True,  the  circumstances 
on  board  the  Somers  were  different  from 
those  on  board  the  Bellipotent.  But  the  ur- 
gency felt,  well-warranted  or  otherwise,  was 
much  the  same.'"" 
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The  insanity  passage  and  the  Somers  ref- 
erence frame  the  trial  itself.  Both  empha- 
size that  it  is  the  adjudicator's  "harassed 
frame  of  mind,"  and  not  necessarily  legal 
compulsion,  that  led  to  the  capital  sentence. 
Puthermore.  the  comparison  with  the 
Somers  case  casts  doubt  on  the  "urgency 
felt"  by  Vere.  After  all,  Vere  knows  well 
that  Billy  Budd  is  no  mutineer.  Whether  or 
not  Mackenzie  actually  believed  his  three 
crewmen  were  guilty,  his  dilemma  at  least 
appeared  to  derive  from  a  genuine  crisis  of 
command.  No  one  on  the  Bellipotent.  Vere 
excepted,  perceives  any  general  threat  of 
mutiny  on  the  quiet  ship.  Billy's  crime  is 
not  conspiracy,  but  striking  one  of  the  most 
hated  figures  on  board.  Was  the  capital  sen- 
tence truly  necessary?  Only  Vere  seems  to 
think  so.  On  the  Somers.  several  officers 
joined  the  captain  in  endorsing  the  hang- 
ings; we  know  that  Vere's  sense  of  imminent 
danger  reverberates  in  no  other  officer 
privy  to  the  incident.'"" 

Thus.  Vere's  courtroom  pronouncements 
are  meant  to  be  analyzed,  not  simply  accept- 
ed as  true.  They  are  the  "light"  that  the 
narrator  hints  will  be  shed  on  the  careful 
regarding  the  adjudicator's  state  of  mind 
during  the  trial.  The  legal  argument  must 
be  rigorously  dissected  to  discover  both  the 
essential  Vere  and  Melville's  view  of  the  ad- 
judicatory act  itself.'"" 

2.  VERE'S  PROCEDURAL  ERRORS 

As  with  the  insantiy  motif,  Melville  clear- 
ly employs  his  legal  theme  to  indicate  pro- 
found, if  hidden,  textual  meanings.  Chapter 
20.  a  short  but  significant  bridge  between 
Billy's  fateful  act  and  Vere's  lengthy  legal 
argument,  explicitly  serves  to  raise  doubts 
about  the  captain's  procedural  handling  of 
the  case.  The  surgeon,  that  careful  officer 
whom  Vere  summons  to  confirm  Claggarfs 
death,  simply  cannot  fathom  his  captain's 
behavior: 

As  to  the  drumhead  court,  it  struck  the 
surgeon  as  impolitic,  if  nothing  more.  The 
thing  to  do,  he  thought,  was  to  place  Billy 
Budd  in  confinement,  and  in  a  way  dictated 
by  usage,  and  postpone  further  action  in  so 
extraordinary  a  case  to  such  time  as  thej' 
should  rejoin  the  squadron,  and  then  refer 
it  to  the  admiral.  ... 

In  obedience  to  Captain  Vere,  he  commu- 
nicated what  had  happened  to  the  lieuten- 
ants and  captain  of  the  marines,  saying 
nothing  as  to  the  captain's  state.  They  fully 
shared  his  own  surprise  and  concern.  Like 
him  too.  they  seemed  to  think  that  such  a 
matter  should  be  referred  to  the  admiral. '°'J 

The  junior  officer's  skepticism  suggests 
that  Melville,  who  knew  naval  law  well,"" 
intended  the  legal  aspects  of  Billy's  case  to 
be  examined.  The  officers'  fear  that  Vere's 
procedures  were  not  "dictated  by  usage"  '" 
further  suggests  their  suspicion— soon  con- 
firmed by  Vere  at  the  trial— that  the  sub- 
stantive law  of  the  case  would  derive  from 
the  Articles  of  War  of  1749."^  Melville's 
own  experience  on  a  naval  vessel  taught 
him  that  these  Articles  were  publicly  recit- 
ed, with  amazing  frequency,  on  warships. ' '  ■■• 
Thus,  the  officers  certainly  knew  that  the 
twenty-second  paragraph  of  the  Articles' 
second  section  contained  the  following  lan- 
guage: 

If  any  officer,  mariner,  soldier,  or  other 
person  in  the  fleet,  shall  strike  any  of  his 
superior  officers,  or  draw,  or  offer  to  draw, 
or  lift  up  any  weapon  against  him,  being  in 
the  execution  of  his  office,  on  any  pretence 
whatsoever,  every  such  person  being  con- 
victed of  any  such  offence,  by  the  sentence 
of  a  court-martial,  shall  suffer  death.  ,  .  .'" 


In  the  midst  of  the  confusing  admixture 
of  substantive  law  theories  that  he  offers  to 
the  court,'"  Vere  indeed  does  identify  this 
provision  as  the  operative  element  in  the 
cast:  "To  steady  us  a  bit,  let  us  recur  to  the 
facts.  In  wartime  at  sea  a  man-of-war's  man 
strikes  his  superior  in  grade,  and  the  blow 
kills.  Apart  from  its  effect  the  blow  itself  is, 
according  to  the  Articles  of  War,  a  capital 
crime."  '"^  But,  as  Vere's  junior  officers  rec- 
ognize, this  substantive  law  (itself  question- 
ably interpreted  by  Vere  '")  carries  with  it 
a  procedural  scheme. 

The  Articles  of  War  of  1749  afford  a  .series 
of  procedural  safeguards.  Although  these 
protections  might  appear  surprising  in  a 
military  setting,  they  were  in  line  with  at 
least  a  century  of  precedent""  in  British 
naval  law.  As  they  stand,  the  Articles, 
though  offering  Vere  his  best  arguments  in 
favor  of  summarily  convicting  and  execut- 
ing Billy,  also  indicate  that  the  captain  com- 
mitted no  fewer  than  eight  procedural 
errors. 

A.  NECESSITY  TO  REJOIN  THE  FLEET  FOR  TRIAL 

The  surgeon  and  his  discomfitted  fellow 
officers  have  two  main  concerns  about 
Vere's  decision  to  assemble  a  drumhead 
court.  First,  they  feel  he  should  "postpone 
further  action  in  so  extraordinary  a  case  to 
such  time  as  they  should  rejoin  the  squad- 
ron. "  "'J  On  this  point,  their  apprehension 
is  grounded  in  the  Articles,  which  specifical- 
ly grant  court-martial  commissions  exclu- 
sively to  fleet  or  squadron  commanders,  not 
to  individual  commanders.'^"  Captains  could 
be  so  commissioned  only  when  their  ships 
were  docked  in  Great  Britain  or  Ireland, 
and  then  only  if  expediency  dictated  that 
the  usual  procedures  not  be  followed.'^' 

B.  RECOURSE  TO  THE  ADMIRAL  OR  FLEET 
COMMANDER 

The  narrators  second  indication  of  sur- 
prise derives  from  Vere's  choice  not  to 
"refer  [the  case]  to  the  admiral."  '^'■'  Every 
educated  man  on  the  Bellipotent  (and  prob- 
ably a  good  number  of  ordinary  sailors) 
would  have  known  that,  under  the  Articles, 
capital  crimes  must  be  brought  to  the  atten- 
tion of  either  the  lord  high  admiral  or  the 
commander  of  the  fleet. '^■'  According  to  the 
Articles,  the  high  officers'  jurisdictional  in- 
terest in  such  matters  commenced  at  the 
earliest  stages  of  the  proceedings  '■'*  and 
continued  to  the  stage  beyond  conviction,  in 
which  the  admiral  or  fleet  commander  was 
to  have  full  review  powers. '^^ 

By  its  terms  and  by  tradition,  the  Articles 
indicate  that  only  for  trials  concerning 
mutiny  might  sentencing  and  execution 
occur  without  admiralty  of  fleet  command 
review.'"  Billy,  it  must  be  recalled,  was  nei- 
ther a  deserter  nor,  despite  Vere's  extremely 
clever  use  of  the  idea  of  mutiny  during  the 
trial.'"'  a  mutineer:  the  jurisdictional  power 
of  the  admiralty,  or  the  commander  of  the 
Mediterranean  fleet,  clearly  extended  to  his 
case. 

C.  REQUISITE  NUMBER  OF  JUDGES 

Vere's  assembling  of  the  court  rai.ses  other 
procedural  questions.  The  Articles  require 
at  least  five  (and  no  more  than  thirteen) 
members  on  any  general  court-martial.'^" 
Since  the  trial  was  to  take  place  only  when 
the  fleet  or  squadron  had  been  rejoined, 
these  judges  were  normally  all  at  or  above 
the  rank  of  post  captain. '2'  Although  he 
places  Billy's  substantive  crime  under  the 
sign  of  the  Articles  of  War.""  Vere  decides 
that  "summary"  court  procedures  should 
determine  the  number  of  judges.'"  He 
hand-picks  three  "^^  officers,  one  of  whom. 


the  captain  of  marines,  is  not  even  a  naval 
officer, '=' 

D.  NONAVAILABILITY  OF  "SUMMARY"  MEASURES 

In  justifying  the  use  of  three  rather  than 
five  judges,  and  in  failing  to  return  to  the 
squadron  to  seek  out  the  admiral's  or  fleet 
commander's  jurisdiction,  has  Vere  correct- 
ly employed  his  so-called  "summary" 
powers?  After  all,  the  Articles  of  War  them- 
selves, from  which  Vere  culls  his  substantive 
approach  to  the  case,  do  not  grant  such 
powers. 

A  review  of  the  British  authorities  (and 
Americans  commenting  on  customs  largely 
derived  from  the  British)  indicates  that, 
even  had  there  been  a  crisis,  "summary" 
proceedings  were  inappropriate  in  Billy's 
case;  summary  procedure  was  geared  to  triv- 
ial offenses,  not  major  crimes."'  The  Amer- 
ican navy,  for  example,  allowed  for  summa- 
ry courts-martial  consisting  of  three  offi- 
cers,'"' but  such  jurisdiction  covered  only 
those  offenses  "not  sufficient  to  require 
trial  by  general  courts-martial."  "«  Hence, 
Vere  should  have  followed  the  procedures 
outlined  by  the  Articles  of  War:  his  hand- 
picked,  three-man  court  and  failure  to 
return  to  the  squadron  cannot  be  justified 
by  a  simple  reference  to  "summary"  courts, 

E.  CONCEALED  NATURE  OF  PROCEEDINGS 

Vere's  proclivity  to  summary  proceedings 
apparently  motivates  him  to  conduct  Billy's 
trial  with  the  utmost  secrecy.  Yet,  Ives 
quotes  authoritative  texts  to  the  effect  that 
"Courts  Martial  shall  always  be  held  in  the 
Forenoon,  and  in  the  most  public  Place  of 
the  Ship,  where  all.  who  will,  may  be 
present."  '"'  An  American  naval  handbook 
states,  "The  sessions  of  courts-martial  shall 
be  public."''-''"  In  disregard  of  this  long 
custom,. Vere  proceeds  covertly;  his  proce- 
dure arouses  controversy  and  criticism 
among  some  of  his  officers,"'  We  will 
return  to  this  breach  later,'*"  for  it  evokes 
the  larger  meaning  both  of  Vere's  personali- 
ty and  Melville's  feelings  about  the  law, 

F.  VERB'S  MULTIPLE  ROLE  PLAYING 

Veres  own  behavior  during  Billy's  trial 
flies  in  the  face  of  naval  procedure.  The 
captain,  perhaps  sensing  that  ■  even  his 
docile  court  might  question  his  active  role  in 
the  proceedings,  takes  pains  to  dampen 
their  perceived  apprehensions. 

"What  he  said  was  to  this  effect:  "Hitherto 
I  have  been  but  the  witness,  little  more:  and 
I  should  hardly  think  now  to  take  another 
tone,  that  of  your  coadjutor  for  the  time, 
did  I  not  perceive  in  you— at  the  crisis  too— 
a  troubled  hesitancy,  proceeding,  I  doubt 
not,  from  the  clash  of  military  duty  with 
moral  scruple— scruple  vitalized  by  compa- 
nies. For  the  compassion,  how  can  I  other- 
wise than  share  it?  But  mindful  of  para- 
mount obligations,  I  strive  against  scruples 
that  may  tend  to  enervate  deci- 
sion, .  .  .'"'■•' 

Vere  clearly  doubted  the  propriety  of  as- 
suming the  role  of  sole  witness,  implicit  ac- 
cuser, and  presiding  adjudicator.  And  with 
good  reason.  One  of  the  specific  novelties  in 
the  Articles  of  1749  was  their  sense  that 
commanders-in-chief  should  not  preside  at 
courts-martial. '■'='  (Indeed,  the  ongoing  tra- 
dition of  Anglo-American  military  law  is  of 
strict  antipathy  to  multiple  role  playing,'*') 
Vere's  personality  again  produces  his  proce- 
dural breach.  As  we  shall  examine  short- 
ly,'*■*  his  desire  totally  to  control  the  case 
and  his  surroundings  predominates  over  his 
conscious  awareness  of  proper  procedure. 
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O.  TRADITIONAL  LENIENCY  IN  SUCH  CASES 

Cowed  by  the  articulate  captain  who 
hand-picked  them,  Billy's  judges  still 
manage,  however  hesitatingly,  to  suggest  le- 
niency. "  Can  we  not  convict,"  "  one  of  them 
"falterlngly"  Inquires  of  Vere.  •'  "and  yet 
mitigate  the  penalty?'"'"  "Vere  promptly 
quashes  the  court's  final  attempt  at  inde- 
pendence by  Implying  that  leniency  might 
not  be  "clearly  lawful  for  us  under  the  cir- 
cumstances." '*• 

In  this  one  instance  Vere  has  a  point.  On 
its  terms,  section  2,  paragraph  22  of  the  Ar- 
ticles, which  speaks  to  Billy's  offense,  does 
not  allow  for  any  penalty  except  death.'*' 
fSome  other  capital  crimes  under  the  Arti- 
cles, such  as  concealment  of  "traitorous  or 
mutinous  practice  or  design,"  '<*  a  crime  not 
wholly  irrelevant  to  Billy's  case.'"  are  pun- 
ishable by  'death,  or  such  other  punish- 
ment as  a  court-martial  shall  think  fit. "  '*" 
There  was  extensive  debate  on  this  point, ' ' ' 
which  apparently  raged  until  1757  (forty 
years  before  Billy's  trial)  when  a  certain  Ad- 
miral Byng  was  actually  executed  under  this 
provision.  "=  Sometime  after  that  controver- 
sial trial,  according  to  naval  historian  John 
Snedeker,  death  under  section  2,  paragraph 
22  "was  again  made  discretionary."  '*' 

Melville  knew  this  history.'"  and  "Vere's 
equivocation  on  the  legality  of  his  court's 
request  may  be  meant  to  indicate  the  fic- 
tional captain's  awareness  of  the  leniency 
debate.  And  more.  Whatever  the  wording  of 
British  naval  statutes,  there  was  a  strong 
tradition  of  leniency  in  enforcement.  Dis- 
cussing the  "Cromwellian"  naval  Articles,'^'- 
Snedeker  observes:  "While  severe  in  their 
terms,  these  articles  were  enforced  with  dis- 
cretion. There  is  no  known  instance  of  the 
death  penalty  being  executed  during  the 
period  of  the  Commonwealth. "  '^'-  As  we 
noted  earlier,  only  in  cases  of  convicted  mu- 
tineers was  execution  permissible  prior  to 
reporting  the  proceedings  to  the  admiral  or 
fleet  commander.'"  Snedeker's  research  in- 
dicates that  even  for  this  extreme  offense, 
few  if  any  commanders  found  it  necessary 
to  rush  through  to  a  hanging.'" 

In  sum,  the  proper  stance  of  a  captain 
toward  enforcement  of  punishments  at  sea 
was  that  "[hie  alone  is  to  order  punishment 
to  be  inflicted,  which  he  is  never  to  do  with- 
out sufficient  cause,  nor  ever  with  greater 
severity  than  the  offence  shall  really  de- 
serve." '"  It  is  the  traditional  stance,  but 
Vere  categorically  violates  it. 

H.  EXECUTION  IMPERMISSIBLE  WITHOUT 
REVIEW 

Perhaps  no  procedure  was  better  settled 
than  the  court-martial  convenor's  duty  to 
seek  review  on  the  highest  level  before  exe- 
cuting a  capital  sentence.""  The  admiralty 
or  the  crown  in  Britain,'^'  sometimes  the 
President  himself  in  the  United  States,'" 
were  to  be  the  reviewing  authorities  for  all 
death  sentences.'"  So  strict  was  this  view 
that,  in  the  Somers  case,"*  several  Ameri- 
can naval  officers  (including  Melville's  first 
cousin  "'  were  court-martialled  for  having 
hanged  three  sailors  who  may  well  have 
been  engaged  in  a  mutiny."^^  But  Billy,  we 
must  always  recall,  was  not  even  accused  of 
mutiny,  and  "on  board  the  IBellipotenn  .  .  . 
very  little  in  the  manner  of  the  men  and 
nothing  obvious  in  the  demeanor  of  the  offi- 
cers would  have  suggested  to  an  ordinary 
observer  that  the  Great  Mutiny  was  a 
recent  event."  '•' 

Vere  must  have  known  that  in  the  British 
navy  a  mere  ship's  captain  could  not  lawful- 
ly execute  a  summary  sentence  exceeding 
tioelve  lashes  (mutiny  cases  arguably 
aside  "»).  Thus,  even  if  Vere  deemed  his 


hand-picked  court  to  satisfy  all  the  proce- 
dural exigencies  of  the  Articles  of  War,  he 
had  no  legal  right  to  bring  to  fruition  its 
severe  sentence."* 

3.  verb's  SUBSTANTIVE  ARGU«a3»TS 

Vere"s  numerous  procedural  errors,  jar- 
ring in  a  man  who  so  consistently  appeals  to 
legal  formality,  merge  subtly  into  substan- 
tive mistakes  as  the  trail  scene  progresses. 
Vere  seems  to  proceed  under  the  Articles  of 
War;  as  we  have  seen,  however,  he  superim- 
poses on  this  statute  the  inapposite  proce- 
dures of  a  summary  court.  Moreover,  he 
manages  to  confuse  the  issue  by  articulating 
three  other  substantive  bodies  of  law  during 
his  argument  to  the  court. 

A.  "MARTIAL  LAW" 

Vere  deploys  the  first  of  these,  "martial 
law,""  in  several  conflicting  ways.  Vere"s  ini- 
tial reference  attempts  to  distinguish  his 
military  tribunars  mode  of  judgment  from 
that  of  other  possible  approaches:  "But  for 
us  here,  acting  not  as  casuists  or  moralists, 
it  is  a  case  practical,  and  under  martial  law 
practically  to  be  dealt  with.""""  Using  the 
phrase  a  few  minutes  later,  Vere  answers 
the  officer  of  the  marines'  emotional  de- 
fense of  Billy's  motives  by  saying,  "And 
before  a  court  less  arbitary  and  more  merci- 
ful than  a  martial  one,  that  plea  would 
largely  extenuate.  At  the  Last  ....  it  shall 
acquit.  But  how  here?  We  proceed  under 
the  law  of  the  Mutiny  Act. "'"  In  these  two 
parallel  arguments,  Vere  appears  to  remind 
the  court  of  its  legal,  as  opposed  to  moral, 
jurisdiction  over  the  case."^  General  usage 
confirms  Vere's  rhetorical  invocation  of  the 
phrase,  since  the  court  obviously  finds  its 
jurisdiction  under  the  applicable  military 
law,  and  not  under  any  ethical  or  philosoph- 
ical code.  But  a  keen  irony  pervades  Vere's 
dialectic  once  his  own  gross  violations  of 
this  law  are  discovered.  If  Vere  invokes 
"martial  law"  to  stress  the  strictly  legal  as- 
pects of  the  court's  authenticity,  then  his 
own  covert  illegality  attains  a  reprehensible 
level. 

So,  in  Vere's  behalf,  it  must  be  observed 
that  there  is  a  second  meaning  of  "martial 
law,"  which  provides  the  best  (though  still 
flawed)  argument  for  the  summary  proce- 
dure. Contrary  to  the  first  sense  of  the 
phrase,  this  alternative  meaning  calls  for 
the  abrogation  of  formally  established  law 
in  favor  of  what  one  commentator  calls  "the 
will  of  a  military  commander  operating 
without  any  restraint,  save  his  judgment, 
upon  the  lives,  upon  the  property,  upon  the 
entire  social  and  individual  condition  of  all 
over  whom  this  law  extends.  "'"  The  essen- 
tial feature  of  this  use  of  the  term  is  its  in- 
vocation of  necessity."* 

Covered  by  "the  haze  of  uncertainty 
which  envelops  it,""'"  this  meaning  of  'mar- 
tial law  "  would  appear  to  appy  only  at  a 
time  of  great  urgency.  Furthermore,  it  usu- 
ally applies  to  civilian  populations  placed 
under  military  rule  due  to  some  crisis  neces- 
sitating extraordinary  measures.  In  Britain, 
the  executive  agency  declaring  martial  law 
during  the  period  of  the  story  would  prob- 
ably have  been  the  crown,  parliament,  a 
governor,  or  perhaps  the  admiral  of  the 
fleet,  but  rarely,  if  ever,  a  single  ship's  cap- 
tain.'" If,  extraordinarily,  a  captain  did  de- 
clare it  on  his  own,  "his  judgment  would  be 
subject  to  review  by  his  military  superi- 
ors,"'"' a  form  of  review  not  imposed  upon 
higher  ranking  executive  authorities. 

At  best,  therefore,  Vere  could  properly 
invoke  martial  law  only  if  the  situation  fully 
warranted  a  fear  of  insurrection  on  the 
ship.  As  Ives  observes: 


"[A]  captain  might  hang  the  mutineers  as 
a  matter  of  necessity,  in  disregard  of  the  Ar- 
ticles of  War.  In  such  cases  it  was  normal  to 
secure  the  advice  and  judgment  of  his  offi- 
cers in  a  summary  court. 

"But  Billy  Budd  was  not  a  mutineer.  .  .  . 
Vere"s  stated  reasons  for  the  hanging  were 
that  Billy  had  struck  his  superior  and  that 
there  was  danger  of  mutiny  by  some  other 
members  of  the  crew."""» 

As  we  have  seen,  none  of  the  other  offi- 
cers privy  to  the  incident  feared  an  impend- 
ing crisis.'"  Moreover,  recourse  to  martial 
law  was  not  frequent  in  the  England  of  the 
storys  historical  period.""  It  was  a  period 
of  war.  yes:  of  a  "crisis  for  Christendom."'"' 
yes:  but  far  more  inflammatory  shipboard 
situations  that  year  had  been  dampened 
without  violence.'"^  Above  all,  on  the  Belli- 
potent,  as  the  narrative  explicitly  states,'*' 
mutiny  was  not  in  the  air:  indeed,  Vere's 
control  over  the  court  itself  proves  the  do- 
cility of  his  men  (even  the  surgeon  never 
dares  to  voice  his  procedural  concerns  to  the 
captain). 

Vere's  best  argument— that  "martial  law" 
calls  for  an  abridgment  of  proper  proce- 
dures—thus appears  unjustified."*  As  FYed- 
erick  Wiener,  an  expert  on  military  law,  has 
observed,  twlhat  constitutes  necessity  is  a 
question  of  fact  in  each  case."'*"  In  Billy's 
case,  all  evidence  suggests  it  is  only  Vere's 
power  and  masterful  use  of  language  that 
convince  crew  and  reader  alike  of  the  neces- 
sity for  a  hanging."* 

B.  THE  MUTING  ACT 

As  Ives'"  and  Hayford  and  Sealts  "• 
have  pointed  out,  the  Mutiny  Act  applied 
only  to  land  forces."'  Vere's  invocation  of 
the  statute  as  a  reason  for  ignoring  Billy's 
intent  ""  appears  inapposite,  indeed  quite 
surprising.  After  all,  the  use  of  the  phrase 
"martial  law"  serves  his  rhetorical  purposes 
sufficiently,  albeit  unorthodoxically.  The 
mistake  may.  of  course,  be  Melville's,  but 
the  extreme  accuracy  of  so  much  of  the 
legal  detail  in  chapters  20  and  21.  coupled 
with  the  body  of  naval  law  experienced  Ijy 
Melville  biographically.'"  places  the 
burden  on  those  who  so  argue.  "= 

C.  "PLAIN  HOMICIDE" 

As  noted  earlier.  Vere  answers  the  sailing 
master's  plea  for  penalty  mitigation  by  con- 
juring a  threat  of  mutiny  and  arguing  that 
the  hanging  is  necessary  to  quell  it."'  In 
elaborating  this  point,  Vere  invokes  yet  an- 
other body  of  laws:  "No.  to  the  people  the 
foretopman's  deed,  however  it  be  worded  in 
the  announcement,  will  be  plain  homicide 
committed  in  a  flagrant  act  of  mutiny."'** 

Implausible  as  well  as  inaccurate,  the 
theory  of  'plain  homicide"  fails  because 
there  is  simply  nothing  "plain"  (or  muti- 
nous) about  Billy's  act  if  analyzed  as  a 
•homicide."  Questions  about  Billy"s  intent, 
the  degree  of  premeditation,  the  defenses  of 
provocation  or  of  temporary  insanity,  and 
the  like  would  necessarily  be  raised  under 
any  criminal  code  (including  the  Arti- 
cles '»')  if  the  charge  were  homicide  instead 
of  striking  a  superior  officer.'**  Since  any 
impartial  judge  would  see  that  these  facts 
complicate  the  question  of  Billy"s  guilt. 
Vere's  casual  assumption  that  men  already 
favorably  disposed  to  Billy  would  attribute 
homicidal  and  mutinous  motives  to  him  is 
clearly  suspect. 

So.  in  disregard  of  the  procedural  require- 
ments of  the  Articles  of  War.  the  only  stat- 
ute correctly  applicable  to  the  case.'"  and 
in  violation  of  each  of  the  other  laws  he  dis- 
tractingly  cites  to  his  impressionable  court. 
Vere  contrives  to  have  Billy  hanged.  The 
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skepticism  of  both  surgeon  and  narrator  as 
to  Vere's  formal  objectivity,  and  that  of  the 
court  itself  as  to  the  punishment,  is  fully 
sustained  by  a  legal  analysis  of  the  case. 
Vere's  behavior  is  dictated  not  by  law,  but 
by  his  own  intuitive  predilection,  clearly  ar- 
ticulated in  the  captain's  outburst  seconds 
after  Billy's  fatal  blow— "Strck  dead  by  an 
angel  of  God!  Yet  the  angel  must  hang!""" 
The  trial's  arguments  form  the  necessary 
mediation  between  this  preordained  subjec- 
tive desire— Vere's  not  so  peculiar  "insan- 
ity," the  source  of  which  we  will  discuss 
presently  '•'—and  the  court's  need  for  rea- 
soned analysis.  Thus,  it  is  important  to  set 
forth,  as  perhaps  the  prevailing  theme  and 
system  of  Billy  Budd,  Sailor  itself,  the 
clever  mode  of  communication  that  permits 
Vere  to  assuage  his  fellow  officers'  doubts 
about  the  propriety  of  summarily  executing 
the  Handsome  Sailor. 

III.  BILLY  BUDD,  SAILOR  AND  A  THEORY  OF 

ADJUDICATORY  COMMUNICATION 

A.  JUDICIAL  cleverness:  THE  "CONSIDERATE" 

WAY 

Captain  Vere  recognizes  the  primal  value 
of  language  and  form  to  a  communicator 
seeking  authoritative  force,  particularly 
when  the  analytical  logic  behind  the  com- 
munication is  fatally .  flawed.  Although  he 
does  not  wear  the  impressive  robe  or  wig  of 
a  land-based  judge,  he  stands  on  the 
"weather  side"  '°°  of  the  ship,  elevating  his 
physical  self  to  the  appropriate  judicial 
grandeur  and  leaving  his  hand-picked  court 
no  doubt  about  who  directs  the  proceedings. 
Then,  as  we  have  seen,  he  intercedes  verbal- 
ly, using  rhetorical  devices,  repetition, 
arousal  of  fear,  and  other  techniques  to 
urge  his  audience  to  the  acceptance  of  a  de- 
sired conclusion.  Billy  must  hang. 

Verbally  gifted  judges  generally  do  not 
hesitate  to  bring  style  and  structure  to  the 
service  of  legal  logic  and  factual  analysis.^"' 
In  close  cases  especially,  language  serves 
function  "^  as  the  judge  influences  his  audi- 
ence to  accept  his  reasoning  and  actual  deci- 
sion.^"" Pew  would  argue  against  the  propri- 
ety of  rhetoric  and  form  in  the  service  of  a 
substantive  position.  But  Melville,  in  a  semi- 
nal passage  quite  early  in  Billy  Budd,  im- 
plies that  the  form  of  a  communication  is 
actually  likely  to  control  understanding  and 
prevail  over  substance  when  decision- 
makers or  authoritative  individuals  issue 
verbal  declarations.  This  passage,  leading 
into  the  "digressions"  on  the  great  mutinies 
and  Admiral  Nelson,  explicitly  deals  with 
the  way  the  British  historians  described  the 
Nore  mutiny  to  the  interested  audience 
back  home,  but  the  paragraph's  message  is 
meant  to  apply  to  Vere's  adjudicatory  com- 
munication in  chapter  21. 

Such  an  episode  in  the  Island's  grand 
naval  story  her  naval  historians  naturally 
abridge,  one  of  them  (William  James)  can- 
didly acknowledging  that  fain  would  he  pass 
it  over  did  not  "impartiality  forbid  fastidi- 
ousness." And  yet  his  mention  is  less  a  nar- 
ration than  a  reference,  having  to  do  hardly 
at  all  with  details.  Nor  are  these  readily  to 
be  found  in  the  libraries.  Like  some  other 
events  in  every  age  befalling  states  every- 
where, Including  America,  the  Great  Mutiny 
was  of  such  character  that  national  pride 
along  with  views  of  policy  would  fain  shade 
it  off  into  the  historical  background.  Such 
events  cannot  be  ignored,  but  there  is  a  con- 
siderate way  of  historically  treating  them.  If 
a  well-constituted  individual  refrains  from 
blazoning  aught  amiss  or  calamitous  in  his 
family,  a  nation  in  the  like  circumstance 
may  without  reproach  be  equally 
discreet.'" 


Melville  makes  "considerate  communica- 
tion" a  generative  theme  in  his  story.  Clos- 
ing out  lifetime  almost  totally  devoted  to 
verbal  craftsmanship,  he  not  surprisingly 
emphasizes  the  relationship  of  speaker  (or 
author)  and  audience  in  his  final  tale.  "Con- 
siderate communication"  seems  to  require 
three  elements:  ( 1 )  that  the  communicator's 
perception  of  the  audience's  well-being 
stand  uppermost  in  his  mind,  whatever  the 
ancillary  motivations  for  the  speech;  (2) 
that  whatever  factual  distortions  occur  be- 
cause of  that  perception  involve  predomi- 
nantly omissions,  or,  at  the  worst,  trivial 
misstatements  of  fact;  and  (3)  that  the  com- 
municator faithfully  convey  the  essence  of 
the  underlying  reality  he  is  discussing 
(either  through  overt  language,  or  tonal  or 
structural  elements),  despite  the  omissions 
or  mild  misrepresentations  of  detail. 

Melville  seems  more  to  be  describing  the 
way  things  are.  in  the  seminal  passage,  than 
to  be  criticizing  either  authoritative  state- 
ments or  the  audiences  to  which  those 
statements  are  directed.  He  is  simply  an- 
nouncing a  theory  of  communication,  much 
in  the  manner  of  Leo  Strauss,  in  his  bril- 
liant and  highly  relevant  Persecution  and 
the  Art  of  Writing.^"'  when  he  refers  to  the 
general  public's  tendency  to  believe  "a  state- 
ment made  by  a  responsible  and  respected 
man."  -'"'  So.  if  the  Nore  historians,  reluc- 
tantly deciding  that  the  public  deserves 
some  news  of  the  mutiny,  go  on  substantial- 
ly to  omit  almost  all  the  relevant  details, 
they  nevertheless  "considerately"  serve  the 
needs  of  that  public.  Why  "blazon  aught 
amiss"  when  a  small  number  of  carefully  se- 
lected facts,  woven  into  the  fabric  of  a 
subtly  organized  communication,  will  suffice 
to  give  people  a  sense  of  well-being  predicat- 
ed on  their  appreciation  of  participating  in 
the  authoritative  truth? 

The  actions  of  the  Nore  historians 
embody  all  three  prerequisites  of  consider- 
ate communication.  They  have  at  heart  the 
well-being  of  the  audience,  not  their  own 
self-interest.  If  they  distort  reality,  they  do 
so  only  by  omission,  not  commission.  Final- 
ly, they  convey  the  news  about  the  mutiny, 
however  troubling,  albeit  in  the  form  of  a 
carefully  selective  abridgment.  Thus,  al- 
though a  bit  of  the  Grand  Inquisitor '"''  in- 
heres in  the  authoritative  communicator's 
power  to  control  the  flow  of  information, 
this  represents  a  fact  of  social  life,  not  a 
negative  element.  If  the  communicator  pre- 
serves the  three  requirements,  he  may  pro- 
ceed "without  reproach."  -""  So,  as  Billy 
Budd.  Sailor  progresses,  Melville  presents 
us  with  several  other  nonpejorative  exam- 
ples of  considerate  communication.  The 
Dansker  repetitively  intones  a  selective 
truth  to  Billy  about  Claggart:  "Jemmy  Legs 
is  down  on  you. "  '"'>  Recognizing  both  the 
needs  and  the  limitations  of  his  audience, 
the  Dansker  restricts  his  speech  to  this 
oracular  declaration.  When  Billy  chooses  to 
disbelieve  this  statement,  we  again  learn 
that  authority  and  verbal  complexity  must 
combine  (as  they  do  not  in  the  poetic 
Dansker)  2'°  to  steer  an  audience  towards  a 
desired  viewpoint. 

Par  more  "considerate"  than  the 
Dansker's  speech  act  is  the  News  from  the 
Mediterranean,  the  journalistic  account  of 
the  events  on  the  Bellipotent  which  "is  all 
that  hitherto  has  stood  in  human  record  to 
attest  what  manner  of  men  respectively 
were  John  Claggart  and  Billy  Budd."  2"  Re- 
porters, like  judges  and  historians,  can  exer- 
cise verbal  control  over  their  audiences  and 
establish  authoritative  versions  of  the 
truth.  To  allow  their  naval  audience  a  sense 


of  continuity  and  comfort,  the  gazette's  edi- 
tors paint  Vere's  decision  to  execute  Billy  in 
the  most  radiant  colors  of  legality  and  ne- 
cessity. As  always,  most  of  the  actual  reality 
is  omitted.  Although  Billy  becomes  a  villian 
who  "vindictively  stabbed"  the  upstanding 
Claggart.*'*  the  overriding  goal  of  preserv- 
ing the  audience's  well-being*"  may  have 
required  such  nontrivial  distortions.  The 
event  cannot  be  undone.  Why  "blazon  aught 
amiss "?  Better  to  report  the  actual  homi- 
cide and  its  legal  aftermath  in  the  discreet 
shades  of  the  audience's  established  beliefs. 

Considerate  communication,  or  Strauss' 
"responsible  and  respected"  speech,  then, 
soothes  the  average  citizen  by  providing 
him  with  a  canon  of  truth  against  which  the 
heterodox  views  of  others  can  be  tested  and, 
usually,  rejected.  "With  mankind,"  as  Cap- 
tain Vere  tells  us,  "forms,  measured  forms, 
are  everything.*'*  and  these  haVe  fewer 
'ragged  edges  "  than  the  pure  truth  itself.*" 

But,  as  we  have  seen,  the  verbally  and 
hierarchically  superior  adjudicator  can  give 
the  force  of  seeming  legality  to  drastic  deci- 
sions the  law  does  not  support.  The  proprie- 
ty of  Vere's  own  "considerate"  use  of  form 
and  style  during  Billy's  trial,  therefore,  is 
cast  into  doubt.  Vere  at  trial  in  fact  does  not 
follow  the  example  of  the  Nore  historians 
or  even  the  Mediterranean  newsmen.  He 
does  not  communicate  a  selective  view  of  re- 
ality primarily  to  establish  comforting  au- 
thoritarian interpretations  of  otherwise 
troubling  realities.  Rather,  he  uses  legal  ar- 
gument to  distort  the  law  and  to  further 
purely  subjective  ends.  In  Straussian  terms 
he  "persecutes"  his  audience  directly*" 
through  his  adjudicatory  arguments,  utterly 
falsifying  the  reality  that  he  purports  to 
convey.  Vere  desperately  seeks,  and  master- 
fully finds,  the  key  to  controlling  his  hand- 
picked  audience.  He  moves  from  four  sepa- 
rate substantive  law  theories  of  guilt  to  an 
overriding  (and  thoroughly  fanciful)  vision 
of  a  ship  in  chaos  if  Billy  is  not  hanged, 
whatever  the  theory  of  culpability.  So  effec- 
tive is  his  pattern  of  argumentation  that 
the  critics,  as  well  as  the  drumhead  court, 
have  largely  granted  it  credence. 

The  narrative  makes  it  quite  clear  that 
Vere's  articulated  reasons  for  hanging  Billy 
do  not  withstand  the  analysis  of  even  his 
junior  officers.^"  Since  the  men's  well- 
being  does  not  require  Billy's  death,  it  must 
be  Vere's  subjective  desires  that  ■  motivate 
his  actions.*'"  This  is  narratively  indicated 
by  the  captain's  uncharacteristic  show  of 
extreme  emotion  during  Billy's  violent  act 
and  its  immediate  aftermath— the  "excited 
manner"  that  the  surgeon  "had  never 
before  observed"  = '"—and  by  the  irrational, 
visceral  (i.e..  inconsiderate)  declarations 
that  were  its  result:  "It  is  the  divine  judg- 
ment of  Ananias!  Look!"  **"  and  "Struck 
dead  by  an  angel  of  God!  Yet  the  angel 
must  hang!"**' 

Given  this  intense  personal  reaction,  and 
since  Vere  apparently  saw  the  result  of  the 
trial  to  be  morally,  even  divinely,  preor- 
dained, Melville's  allusion  to  Vere's  "insan- 
ity" at  the  trial  ***  comes  into  focus.  Fur- 
thermore, Vere's  repetitive  direction  to  the 
court  to  ignore  both  their  own  subjective 
sympathies  and  the  moral  issues  raised  by 
the  case  moves  beyond  irony  to  outright  cal- 
umny. 

Vere's  legal  errors,  therefore,  were  con- 
sciously placed  in  his  mouth  by  the  knowl- 
edgeable Melville,**'  leaving  to  us  the  twin 
tasks  of  overcoming  our  own  inclinations  to 
believe  such  a  thoughtful,  verbally  gifted 
character,***  and  of  finding  the  narrative 
"light"  on  the  causes  of  Vere's  behavior.*** 
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This  latter  task  we  defer  to  a  later  section 
of  the  Article,'^'  but  it  would  be  well  as  to 
the  former  taslc  to  recall  here  that  Vere's 
form  of  considerateness  has  been  implicitly 
criticized  throughout  the  narrative.  For  one 
thing,  it  stands  at  odds  with  the  "frankness  " 
of  the  average  sailor;^^'  it  is  the  medium  of 
a  land-oriented  being,  quite  "exception- 
al" "'  on  a  ship:  that  of  a  "martinet."  "' 
whose  "queer  streak  of  the  pedantic,""" 
"discreet  envoy""'  appearance,  humorless- 
ness,2'2  and  "bookish"  predilections  "^ 
create  and  odd  impression  in  which  scarce 
anyone  would  have  taken  him  for  a 
sailor"  "*  at  all. 

That  Vere's  speech  smacks  of  the  lands- 
man's covertness  is  also  indicated  by  three 
of  his  more  peculiar  actions  during  the  trial. 
Vere  displays  an  attraction  to  land-oriented 
law  when  he  oddly  appoints  a  marine  to  the 
court,  "^  then  goes  on  twice  to  tell  the 
court  to  apply  the  Mutiny  Act  (a  statute  ap- 
plicable only  to  land  forces"')  and  finally 
conjures  for  them  the  model  of  a  judge, 
"ashore  in  a  criminal  case."  "'  It  is  almost 
as  though  the  prudent,  well-ordered  Vere 
yearns  to  be  on  land  where,  as  the  narrator 
strongly  tells  u.s,  "considerate "  communica- 
tion is  the  normative  mode  of  behavior,  men 
never  communicate  simply  and  directly  with 
each  other,  and  life  is  an  "intricate  game  of 
chess."  "" 

But  Vere  wound  up  on  the  water,  with 
which  he  feels  discordant,  but  in  which 
formless  element  he  must  somehow  operate. 
He  does  so  by  using  language  and  intelli- 
gence so  effectively  that,  given  his  position 
of  authority,  he  overcomes  the  natural  incli- 
nations of  his  more  "juvenile " '""  ship- 
mates. He  learns,  to  recall  the  narrative  lan- 
guage first  used  about  Claggarls  insanity 
(but  clearly  meant  to  foreshadow  Veres).-" 
to  display  an  "even  temper  and  discreet 
bearing,"  a  "mind  peculiarly  subject  to  the 
law  of  reason"  -^'  and  "a  cool  judgment  sa- 
gacious and  sound."  -*^  This  outward  form 
masks  the  "irrational, " "'  the  "protectively 
secret"  -■'•'  and  even  "the  accomplishment  of 
an  aim  which  in  wantonness  of  atrocity 
would  seem  to  partake  of  the  insane, "  ''*'•  so 
that  "whatever  its  aims  may  be— and  the 
aim  is  never  declared— the  method  and  out- 
ward proceeding  are  always  perfectly  ration- 
al." ^^ 

Thus,  the  argument  at  trial  comes  from 
the  mouth  of  a  character  whose  methods 
have  already  been  associated  with  duplic- 
tous  landsmen  and,  specifically,  with  Clag- 
gart  himself.  When  these  types  have  their 
passions  arou.sed.  they  do  everything  possi- 
ble to  hide  from. any  significant  audience 
the  true  source  of  their  emotion.^*"  And  so. 
Vere  conceals  (or  fails  to  recognize)  his 
desire,  instead  showing  to  the  court  the  face 
of  a  man  who  would  rather  save  Billy  but 
who  is  forced  to  execute  him  by  "duty  and 
the  law." 

Gentlemen,  were  that  clearly  lawful  for  us 
under  the  circumstances,  consider  the  con- 
sequences of  such  clemency.  The  people 
(meaning  the  ship's  company)  have  native 
sense:  most  of  them  are  familiar  with  our 
naval  usage  and  tradition:  and  how  would 
they  take  it?  Even  could  you  explain  to 
them— which  our  official  position  forbids— 
they,  long  molded  by  arbitrary  discipline, 
have  not  that  kind  of  intelligent  responsive- 
ness that  might  qualify  them  to  compre- 
hend and  discriminate.  No,  to  the  people 
the  foretopman's  deed,  however  it  be 
worded  in  the  announcement,  will  be  plain 
homicide  committed  in  a  flagrant  act  of 
mutiny.  What  penalty  for  that  should 
follow,  they  know.  But  it  does  not  follow. 


Why?  They  will  ruminate.  You  know  what 
sailors  are.  Will  they  not  revert  to  the 
recent  outbreak  at  the  Nore?  Ay.  They 
know  the  well-founded  alarm— the  panic  it 
struck  throughout  England.  Your  clement 
sentence  they  would  account  pusillanimous. 
They  would  think  that  we  flinch,  that  we 
are  afraid  of  them— afraid  of  practicing  a 
lawful  rigor  singularly  demanded  at  this 
juncture,  lest  it  would  provoke  new  troubles. 
What  shame  to  us  such  a  conjecture  on 
their  part,  and  how  deadly  to  discipline. 
You  see  then,  whither,  prompted  by  duty 
and  law,  I  steadfastly  drive.  But  I  beseech 
you,  my  friends,  do  not  take  me  amiss.  I  feel 
as  you  do  for  this  unfortunate  boy.  But  did 
he  know  our  hearts,  I  take  him  to  be  of  that 
generous  nature  that  he  would  feel  even  for 
us  on  whom  in  this  military  necessity  so 
heavy  a  compulsion  is  laid.^*' 

In  this,  his  final  argument,  Vere  sucessful- 
ly  exercises  over  the  members  of  the  court 
the  precise  form  of  deception  that  he  coun- 
sels them  to  use  on  "the  people."  Advising 
them,  through  the  clever  medium  of  a  sub- 
ordinate clause,  that  the  crew  will  react  mu- 
tinously to  news  of  Billy's  unpunished  deed 
■however  it  be  worded  in  the  announce- 
ment." Vere  effectively  dissembles.  He 
means,  of  course,  "as  I  intend  to  word  it  in 
the  announcement."  for  the  full  power  of 
communication  (as  this  speech  itself  proves) 
lies  in  his  authoritative  hands.  It  would  not 
have  been  difficult  to  tell  the  crew  the  story 
in  a  manner  that  would  have  appeased  their 
sense  of  order  and  saved  the  life  of  their  fa- 
vorite. Instead,  in  the  service  of  his  own  un- 
stated desires.  Vere.  through  his  landsman's 
mode  of  communication,  succeeds  in  sen- 
tencing a  moral  innocent  to  a  needless 
death. 

Adjudicatory  communication,  as  its  high- 
est level  of  articulateness  and  sophistica- 
tion, is  therefore  cast  into  doubt  by  Melville 
in  this  tale.  The  questions  he  poses  should 
not  be  lost  on  us.  his  legal  audience,  and 
they  bear  repetition  by  application  to  a  fas- 
cinating actual  subject.  Justice  Rehnquisi. 

B.  CONSIDERATE  COMMUNICATION  AND  JUSTICE 
REHNQUIST 

Whatever  we  may  think  of  his  substantive 
positions.  Justice  Rehnquist  has  come  to  be 
seen  as  perhaps  the  least  doctrinally  disin- 
terested judge  currently  on  the  Supreme 
Court. =*"  He  also  stands  as  the  contempo- 
rary master  of  judicial  language.-^"  Thus, 
any  random  sampling  of  Justice  Rehnquist's 
opinions  would  readily  illustrate  how  lan- 
guage can  control  adjudication.  And  few 
opinions  better  demonstrate  Rehnquist's 
awareness  of  the  tactics  of  considerate 
communication"  than  Paul  v.  David.^'" 
Widely  criticized  for  its  legal  reasoning  and 
use  of  precedent,"^  Justice  Rehnquist's 
opinion  is  thereby  an  all  the  more  brilliant 
contemporary  example  of  narrative  prose  in 
the  service  of  the  adjudicator's  unspoken 
desires."'  Moreover.  Paul  merits  particular- 
ly intensive  analysis  here  as  a  remarkable 
analogue  to  Melville's  novella. 

Let  us  take  up  this  judicial  text,  not  to 
criticize  anew  its  legal  analysis,  but  rather 
to  appreciate  the  clevely  persuasive  manner 
in  which  Justice  Rehnquist,  ever  consider- 
ate of  his  audience's  needs,  uses  language  to 
dispel  critical  probing  into  his  logic  and  use 
of  precedent. 

I.  FACT  DENEUTRALIZATION 

Paul  v.  Davis'  story  (and  is  that  not  the 
proper  term  for  an  actual  event  once  it  has 
been  syphoned  through  the  appellate  proc- 
ess?) has  by  now  become  a  kind  of  "inside 
narrative "  too,  renowned  not  necessarily  as 


it  occurred,  but  at  least  as  it  is  reported  by 
the  authorities. 

Yet,  each  new  factual  rendition  of  the 
case  is  its  own  new  story,  inevitably  empha- 
sizing some  facts,  minimizing  or  deleting 
others,  using  descriptive  terms  that  quietly 
affect  the  listener  or  reader.  To  demon- 
strate this  again  (for  we  have  just  l)een  ana- 
lyzing the  way  various  "reporters"  manipu- 
lated facts  in  Billy  Budd's  case),  we  need 
only  compare  Justice  Rehnquist's  own  re- 
statement of  the  facts  "•  with  that  of  a  law 
review  Note  about  the  case.  First,  the  Note: 
Who  steals  my  purse  steals  trash:  tis  some- 
thing, nothing: 
T»'as  mine,  'tis  his  and  has  been  slave  to 

thousands. 
But  he  that  filches  from  me  my  good  name 
Robs  me  of  that  which  not  enriches  him. 
And  makes  me  poor  indeed.— Othello,  Act 
III,  Scene  iii 
In  June  of  1971.  plaintiff  Edward  Charles 
Davis,   a  photographer   for   the   Loifisville 
Courier-Journal  and  Times,  was  arrested  in 
Louisville,  Kentucky  on  a  charge  of  shop- 
lifting. He  pleaded  not  guilty.  In  September, 
the  charge  was  "filed  away  with  leave  [to 
reinstatel.  "  but  he  was  never  called  upon  to 
face  that  charge  in  court.  With  the  onset  of 
the  Christmas  season  in   1972,  defendanu 
McDaniel  and  Paul,  the  chiefs  of  police  for 
Jefferson  County  and  Louisville,  jointly  pre- 
pared   a    five-page    flyer    containing    the 
names    and    mug-shots    of    "Active    Shop- 
lifters." Copies  of  this  bulletin  were  distrib- 
uted to  local  merchants  in  the  Louisville 
area,  warning  them  of  possible  shoplifters. 
In  fact,  the  flyer  was  composed  not  only  of 
persons   actually   convicted   of   ihoplifting, 
but  included  persons  who  had  merely  been 
arrested  for  shoplifting  either  in   1971  or 
1972.  Plaintiffs  name  and  mug-shot  were  in- 
cluded in  the  flyer,  even  though  the  charge 
against  him  was  dropped  six  days  after  the 
flyer  was  distributed.  After  discovering  the 
affront.    Davis    commenced    a   civil    rights 
action  in  the  District  Court  for  the  Western 
District  of  Kentucky.  .  .  .'" 

Although  it  is  of  course  impossible  to  re- 
state any  fact  situation  without  adding  sub- 
jective color  to  the  pristine  original  reality. 
Justice  Rehnquists  approach  now  attracts 
our  careful  attention:  not  the  defamed 
Davis  of  the  law  review  Note  but  rather  the 
police  chiefs  Paul  and  McDaniel  become  the 
sympathetic  protagonists  of  his  tale. 

Petitioner  Paul  is  the  Chief  of  Police  of 
the  Louisville.  Ky..  Division  of  Police,  while 
petitioner  McDaniel  occupies  the  same  posi- 
tion in  the  Jefferson  County.  Ky..  Division 
of  Police.  In  late  1972  they  agree  to  combine 
their  efforts  for  the  purpose  of  alerting 
local  area  merchants  to  possible  shoplifters 
who  might  be  operating  during  the  Christ- 
mas season.  In  early  December  petitioners 
distributed  to  approximately  800  merchants 
in  the  Louisville  metropolitan  area  a 
■flyer. ".  .  .  [of  active  shoplifters]. 

The  flyer  consisted  of  five  pages  of  "mug 
shot"  photos,  arranged  alphabetically.  .  .  . 
In  approximately  the  center  of  page  2  there 
appeared  photos  and  the  name  of  the  re- 
spondent. Edward  Charles  Davis  III."« 

Just  as  Vere  must  await  his  entrance  imtil 
Admiral  Nelson  is  fully  discussed  (thus  lend- 
ing narrative  emphasis  to  Nelson's  person), 
so  Davis  and  his  grievance  must  tarry  a 
score  of  lines  before  surfacing."'  By  then, 
the  render  has  assimilated  a  pleasant  pic- 
ture of  two  dutiful  officers  (the  events  pro- 
tagonists) who  "agreed  to  combine  their  ef- 
forts" to  prevent  crime,  all  of  this  "during 
the  Christmas  season,"  no  less. 
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As  to  the  intrusive  David,  Justice  Rehn- 
quist's  narrative  emphasizes  the  aura  of  sus- 
picion surrounding  Davis'  arrest  for  shop- 
lifting, which  apparently  Justifies  the  police 
flyer's  publicizing  this  arrest  prior  to 
trial.»»»  Instead  of  saying  that  the  state 
never  overcame  its  burden  of  proof,  Rehn- 
quist  declares  that  his  guilt  or  innocence  of 
that  offense  had  never  been  resolved,"'*'  al- 
though later  the  shoplifting  charge  was  "fi- 
nally dismissed."'*"  This  last  adverb  speaks 
volumes,  for  like  Vere's  "pitilessly"  in  his  re- 
marks to  the  court,""  it  sticks  in  the  audi- 
ence's mind,  cleverly  attaching  a  new  sense 
to  the  verb  it  modifies.  Just  as  Vere's  hard 
view  of  Billy's  case  is  Justified  because  the 
law  operates  pitilessly,  so  David  is  made  to 
seem  culpable  because  the  dismissal  of  his 
case  was  so  long  in  coming.  Even  the  Christ- 
mas season  had  to  suffer  suspicions  of  this 
alleged  shoplifter:  perhaps  we,  like  Davis' 
supervisor,"'  should  blame  him  for  finding 
himself  in  such  a  situation  in  the  first  place. 

Z.  Law  Deneutralization 

While  Justice  Rehnquist's  narration  of 
the  factual  events  leaves  Davis  looking  a  bit 
sheepish,  and  Paul  and  McDaniel  looking 
cooperative  and  dutiful,  his  rendition  of  the 
plaintiff's  legal  strategy '"  utterly  reduces 
Davis  (and  his  lawyers)  to  calumny.  Starting 
out  much  like  his  imaginative  progenitor. 
Captain  Vere.  Justice  Rehnquist  stresses 
the  litigant's  chances  of  success  in  some 
other  court;'**  it  would  be  well  to  recall  the 
fictional  figure's  relevant  langnjage: 

Not,  gentlemen,  that  I  hide  from  myself 
that  the  case  is  an  exceptional  one.  Specula- 
tively regarded,  it  well  might  be  referred  to 
a  Jury  of  casuists.  But  for  us  here,  acting 
not  as  casuists  or  moralists,  it  is  a  case  prac- 
tical, and  under  martial  law  practically  to  be 
dealt  with.  .  .  . 

"Ay,  sir, "  emotionally  broke  in  the  officer 
of  marines.  .  .  .  "But  surely  Budd  purposed 
neither  mutiny  nor  homicide." 

"Surely  not,  my  good  man.  And  before  a 
court  less  arbitrary  and  more  merciful  than 
a  martial  one,  that  plea  would  largely  ex- 
tenuate. At  the  Last  Assizes  it  shall  acquit. 
But  how  here?  We  proceed  under  the  law  of 
the  Mutiny  Act." '" 

Justice  Rehnquist,  no  more  than  Vere, 
needed  (analytically)  to  discuss  other 
"courts."  His  offhand  talk  of  defamation 
per  se  as  the  basis  for  Davis"  claim  in  the 
Kentucky  courts '"  is  as  technically  irrele- 
vant and  questionable  as  Vere's  allusion  to 
casuists  and  the  Last  Assizes."'  The  action 
has  been  brought  in  federal  court  on  non- 
defamation  grounds. 

To  understand  this  verbiage,  we  must  rec- 
ognize that  Justice  Rehnquist's  strategy  du- 
plicates Vere's  in  its  motivation,  but  to  the 
converse  logical  effect.  Vere  sought  to  pre- 
pare his  summary  court  for  the  view  that  it 
did  have  Jurisiction  to  dispose,  definitively. 
of  Billy's  case:  Justice  Rehnquist  posits  the 
state  courts'  jurisdiction  to  impel  his  audi- 
ence to  see  that  the  federal  courts  did  not 
have  Jurisdiction  over  Davis  and  his  claim. 
Through  structure  and  language,  both  adju- 
dicators create  a  distraction  designed  to 
evoke  the  sense  that  the  unfortunate  liti- 
gant before  them  has  wound  up  in  the 
wrong  arena.  This  strategy,  placed  at  the 
outset  of  their  legal  arguments,  deflects  at- 
tention from  the  only  true  Jurisdictional 
issue  at  hand:  does  the  instant  court  have 
the  authority  to  determine  the  case?  This 
deflective  technique  usually  contrives  to 
conceal  more  germane  information  which,  if 
known  to  the  audience,  would  be  detrimen- 
tal to  the  communicator's  well-being.*" 


Justice  Rehnquist  lingers  on  the  Jurisdic- 
tional point,  ensuring  its  effectiveness  by 
choosing  an  adverb  and  a  verb  geared  to  em- 
phasize Davis'  unfortunate  choice  of 
forums:  Concededly  if  the  same  allegations 
had  been  made  about  respondent  by  a  pri- 
vate individual,  he  would  have  nothing  more 
than  a  claim  for  defamation  under  state 
law.  But.  he  contends,  since  petitioners  are 
respectively  an  official  of  city  and  of  county 
government,  his  action  is  thereby  trans- 
muted into  one  for  deprivation  by  the  State 
of  rights  secured  under  the  Fourteenth 
Amendment.'" 

Justice  Rehnquist's  ability  to  use  the 
parts  of  speech  syntactically  available  to  a 
communicator  is  impressive.  Here,  the 
adverb  "concededly"""  passes  over  the  inat- 
tentive reader  and  further  colors  his  impres- 
sion of  Davis;  it  Implicitly  links  the  respond- 
ent to  the  earlier  view  that  a  state  court 
action  is  mandated.  But  has  Davis  made 
such  a  concession?  Perhaps  he  might  have  if 
his  case  had  anything  to  do  with  "private"" 
behavior;  it  is.  however,  so  imbued  with 
police  activity  that  Davis  surely  never  con- 
sidered, much  less  conceded,  the  authentici- 
ty of  such  a  statement.  Yet,  "he"  contends 
that  the  police  action  here  has  '"trans- 
muted"  the  defamation  claim  into  one 
under  the  Constitution. 

Justice  Rehnquist's  depiction  of  the  re- 
spondent's "strange"  choice  of  forums  thus 
makes  Davis  out  to  be  almost  a  buffoon,  or 
worse,  an  alien  to  our  system  of  law.  Like 
Billy's  striking  of  Claggart,  Davis'  act  of 
raising  federal  law  claims  is— through  the 
use  of  one  verb— exacerbated  into  a  threat 
to  normative  law;  like  a  visitor  from  outer 
space  (or  a  Handsome  Sailor),  he  takes  civil- 
ized processes  and  transmutes  them  into 
something  threatening. 

These  two  words  unclench  Justice  Rehn- 
quist's "parade  of  horribles.""'  But  this  is 
no  parade  trotted  out  by  a  Judge  of  modest 
narrative  talent.  Could  it  be  that  Justice 
Rehnquist,  who  sometimes  alludes  to  fiction 
in  his  opinions."'  might  have  recently  read 
Billy  Budd.  Sailor  or.  at  least,  that  section 
of  it  in  which  Vere  speaks  to  the  potential 
snowball  effect  on  the  sailors'  sense  of  loyal- 
ty if  the  court  treaU  Billy  leniently?  '" 

Your  clement  sentence  they  would  ac- 
count pusillanimous.  They  would  think  that 
we  flinch,  that  we  are  afraid  of  them— 
afraid  of  practicing  a  lawful  rigor  singularly 
demanded  at  this  Juncture,  lest  it  should 
provoke  new  troubles.  What  shame  to  us 
such  a  conjecture  on  their  part,  and  how 
deadly  to  discipline.  You  see  then,  whither, 
prompted  by  duty  and  the  law,  I  steadfastly 
drive."* 

Justice  Rehnquist  starts  his  "slippery 
slope"'  in  similar  fashion:  "If  respondent's 
view  is  to  prevail,  a  person  arrested  by  law 
enforcement  officers  who  announce  that 
they  believe  such  person  to  be  responsible 
for  a  particular  crime  in  order  to  calm  the 
fears  of  an  aroused  populace,  presumably 
obtains  a  claim  against  such  officers  under 
§  1983."  ">  Hypotheticals,  the  stuff  of  opin- 
ion writers  as  well  as  professors,  come  cre- 
atively and  imaginatively  to  the  fore  in 
these  two  texts.  Both  arguments  conjure 
the  worst  possible  disruption  of  order  if 
these  litigants  are  permitted  to  prevail.  If 
Billy  is  to  be  adjudged  innocent,  says  Vere, 
discipline  will  disintegrate;  if  our  Court 
hears  Davis,  argues  Justice  Rehnquist.  the 
populace  will  t>e  aroused.  Finally,  to  clamp 
the  lid  on  respondent's  plea.  Justice  Rehn- 
quist recalls  the  "trouble-making"  Davis  of 
his  factual  presentation  "*  by  suggesting 
that    this    litigation    even    threatens    the 


repose  of  certain  patriots  long  departed: 
"We  think  it  would  come  as  a  great  surprise 
to  those  who  drafted  and  shepherded  the 
adoption  of  that  Amendment  to  learn  that 
it  worked  such  a  result.  .  .  ." «"  Two  verbs, 
artfully  inserted,  conjure  the  ultimate 
effect  of  Davis'  otherwise  straightforward 
and  innocuous  claim.  History  itself,  the  con- 
stitutional tradition  of  the  fourteenth 
amendment,  cannot  be  cast  into  disarray. 

If  Vere's  underlying  message  to  his  court 
evokes  Billy  as  a  threat  to  the  stability  of 
the  Empire,  Justice  Rehnquist's  to  his  sees 
Davis  as  a  force  of  lawlessness  challenging 
the  basis  of  fundamental  legal  order.  Most 
considerately,  each  adjudicator  provides  his 
court  with  a  litigant  who  must  not  be  al- 
lowed to  succeed. 

3.  Rhetorical  Devices 

One  of  Justice  Rehnquist's  precursors  in 
the  craft  of  judicial  considerateness,  Benja- 
min N.  Cardozo.  had  this  to  say  about  the 
effective  appellate  utterance:  "The  opinion 
will  need  persuasive  force,  or  the  impressive 
virtue  of  sincerity  and  fire,  or  the  mnemonic 
power  of  alliteration  and  antithesis,  or  the 
terseness  and  tang  of  the  proverb,  and  the 
maxim.  Neglect  the  help  of  these  allies,  and 
it  may  never  win  its  way." "»  Justice  Car- 
dozo stressed  that  rhetoric,  as  much  as 
logic,  dictated  the  acceptance  and  ultimate 
authority  of  an  opinion.'"  Justice  Rehn- 
quists  talented  use' of  these  rhetorical  de- 
vices suggests  his  awareness  of  a  symmetry 
in  law  between  "form""  and  '"substance." 
Phrases  are  woven  so  cleverly  that  we  come 
to  doubt  mere  stylistic  fortuitousness  or  the 
authorship  of  fledgling  law  clerks. 

In  some  of  the  passages  of  Paul  already 
analyzed.  Justice  Rehnquist  has  established 
a  rhetorical  pattern  that  runs  through  the 
first  part  of  the  opinion.  This  pattern  pro- 
vocatively combines  at  least  five  technical 
devices:  anacoenosis,  aporia,  epitrope,  proso- 
popoeia, and  sarcasm.  At  the  beginning  of 
what  we  have  called  the  "law  deneutraliza- 
tion"  process,  Rehnquist  throws  a  few  bones 
to  Davis:  'Accepting  that  such  [defamato- 
ry] consequences  may  flow  from  the  flyer  in 
question";'*"  "Imputing  criminal  behavior 
to  an  individual  is  generally  considered  de- 
famatory per  se.'"'  Here,  and  in  only  one 
later  section,'"'  Justice  Rehnquist  employs 
anacoenosis— the  opponent  is  seemingly  al- 
lowed full  sway  in  forcefully  furthering  his 
argument.  Together  with  epitrope— ironical- 
ly permitting  an  opponent  to  do  what  he 
proposes  to  do— this  device  deliberately  mis- 
leads the  audience  as  to  the  substance  and 
effect  of  the  opponent's  (here  Davis')  argu- 
ment. All  of  this  leads  to  the  general  casting 
of  doubt  (aporia)  upon  Davis'  now  thor- 
oughly distorted  position:  "It  is  hard  to  per- 
ceive any  logical  stopping  place  to  such  a 
line  of  reasoning.""'"  These  doubts  are 
heightened  by  the  device  of  prosopopoeia: 
representing  imaginary  or  absent  figures, 
here  the  drafters  of  the  fourteenth  amend- 
ment,'"* as  though  present  or  alive.  And  the 
sarcastic  tone  of  the  first  part  of  the  opin- 
ion reverberates  in  such  phrases  as  "nothing 

more    than, strained    interpretation,"  " 

"surely  far  more  clear."  and  "difficult  to  see 
why.""'" 

Indeed,  in  part  II.  section  B  of  the  opin- 
ion, as  we  shall  stress  further  on.  the  Sixth 
Circuit  receives  treatment  similar  to  Davis': 
the  lower  court  is  several  times  allowed  full 
sway  when  Justice  Rehnquist  seems  to  let  It 
speak  in  its  own  voice,"*  but  his  call  to 
absent  authority  (particularly  the  ironic 
and  inapposite  dependence  on  Justice  Doug- 
las"   language"')    undermines    the    lower 
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court's  premises  and  interpretations.  There 
are  also  the  mildly  sarcastic  locutions, 
"could  be  taken  to  mean,"  [i]f  read  that 
way,"  "[wle  should  not  read  this  lan- 
guage,""* and  the  omnipresent  quotation 
marks  around  the  word  "stigma,"'"  imply- 
ing that  both  Davis  and  the  court  of  appeals 
might  be  on  doubtful  ground  even  in  assert- 
ing that  those  800  flyers  injured  respond- 
ent's reputation. 

There  is  no  need  to  repeat  the  commenta- 
tors' critiques  of  Justice  Rehnquist's  use  of 
precedent  in  part  II,  section  B.""  The  point 
here  is  to  recognize  that  Justice  Rehnquist's 
rhetorical  facility  goes  as  far  to  explain  his 
success  in  cases  such  as  Paul  as  Justice  Car- 
dozo's  did  in  more  agreeable  decisions— and 
as  Vere's  did  in  Billy  Budd,  Sailor. 
4.  Structure  and  Organization 

As  has  been  established.  Justice  Rehn- 
quist's manner  of  depicting  fact  and  law 
subtly  deneutralizes  the  Court's  ostensibly 
objective  reasoning  process.  Rather  than  of- 
fering his  audience  the  passion  and  fire  of, 
say.  Justice  Brennan's  dissent.  Justice 
Rehnc.uist  seeks  to  convince  coolly.  But  this 
should  not  be  taken  for  disinterest.  The  con- 
siderate communicator  knows  that  structure 
(Cardozo's  "architectonics" )=^"  is  as  forceful 
as  logic  when  a  given  situation  might  take 
an  audience  either  way. 

To  appreciate  the  structure  of  Paul  v. 
Davis,  we  need  only  start  with  Justice 
Rehnquist's  overt  compartmentalization. 
F»rior  to  part  I,  he  sets  forth  the  "facts."=='2 
These  fifty-nine  lines  thus  are  made  to  seem 
almost  by-the-way:  yet.  as  we  have  indicat- 
ed, they  serve  a  vital  coloring  function.''^  It 
is  only  in  the  sixty-four  lines  that  constitute 
part  I,'"''  however,  that  Justice  Rehnquist 
educes  his  basic  structuring  thesis:  Davis, 
through  the  temerity  of  his  claim,  chal- 
lenges an  ordered  system  of  law.  Masterful 
in  its  progression,  this  part  builds  on  the 
reader's  skepticism,  imbued  earlier,  about  a 
respondent  who.  after  all.  had  been  arrest- 
ed.^''^  Justice  Rehnquist  continues  to  depict 
Davis  as  opposing,  in  turn,  the  basic  prem- 
ises of  the  federal  system.^"  the  police  who 
are  trying  "to  claim  the  fears  of  an  aroused 
populace, "2"  the  natural  limits  of  legal  li- 
ability,''"  and  the  studious  reflectiveness  of 
the  Court  itself.^" 

Like  Vere,  who  used  clever  words  and 
phrases  to  aid  structural  suggestiveness.'"" 
Justice  Rehnquist  cogently  chooses  words  to 
set  Davis  up  against  one  or  more  of  his  audi- 
ence's basic  values.  We  noted  the  centrality 
to  substance  of  the  embellishing  words 
"concededly."  "transmuted,"  "drafted,"  and 
"shepherded."  ""  The  concluding  phrase,  "a 
study  of  our  decisions  convinces  us  they  do 
not  support  the  construction  urged  by  re- 
spondent," '"'  climaxes  the  mounting  sense 
of  uneasiness  about  Davis.  Davis  has  chal- 
lenged the  police,  and.  according  to  Justice 
Rehnquist.  the  legislative  drafters  of  a 
noble  amendment;  but  his  gravest  offense,  it 
seems,  is  attempting  to  distort  the  studious 
processes  of  the  Supreme  Court  itself. 

The  concluding  lines  of  part  I  also  provide 
an  enjambement ""  to  part  II;  they  connect 
the  idea  of  there  being  no  "stopping  place" 
to  Davis'  line  of  reasoning  or  to  the  circuit 
court's  analysis.  Indeed,  the  structure  of 
sections  A  and  B  of  the  second  part  largely 
duplicates  that  of  the  first,  but  with  one  es- 
sential difference:  the  overt  butt  of  Justice 
Rehnquist's  now  gentler  rhetoric  is  the 
Court  of  Appeals  for  the  Sixth  Circuit.  To 
convince  his  audience  that  the  court  below 
should  have  been  more  reflective.  Justice 
Rehnquist  Immediately  introduces  the  pri- 
mary formal  device  of  the  rest  of  the  opin- 


ion: the  positing  of  "premises"  from  which 
his  logic  seems  inevitably  to  flow.  But  these 
premises,  usually  expressed  in  what  Cardozo 
called  the  "type  magesterial."  '"*  are  often 
drafted  out  of  Justice  Rehnquist's  whole 
cloth.  Like  Vere.  who  disequilibrates  his  au- 
dience by  telling  them  that  they  would  be 
weak  and  feminine  to  acquit  or  mitigate  in 
Billy's  case,">»  Justice  Rehnquist  disorienU 
his  reader  by  asserting  two  premises  upon 
which  the  result  below  "must  be  bot- 
tomed."'°«  Neither  premise  though,  truly 
express  the  grounds  upon  which  the  court 
of  appeals  rendered  its  finding  for  Davis.'"' 
Vere's  awareness  of  the  substantive  and  pro- 
cedural weakness  of  his  legal  argument 
leads  him  to  shift  the  focus  of  the  court's 
perception.'""  Similarly.  Justice  Rehnquist 
proceeds  by  ignoring  significant  language 
from  two  Supreme  Court  precedents.  Prom 
IVtsconsln  r.  Constantineau:  =""  "The  only 
issue  present  here  is  whether  the  label  or 
characterization  given  a  person  by  'posing' 
...  is  to  others  such  a  stigma  or  badge  of 
disgrace  that  procedural  due  process  re- 
quires notice  and  an  opportunity  to  be 
heard."""  And.  most  tellingly,  from  Board 
of  Regents  v.  Roth:' ' ' 

The  State  .  .  .  did  not  make  any  charge 
against  trespondentl  that  might  seriously 
damage  his  standing  and  associations  in  his 
community.  .  .  .  Had  it  done  so.  this  would 
be  a  different  case.  For  "twlhere  a  person's 
good  name,  reputation,  honor,  or  integrity  is 
at  stake  because  of  what  the  government  is 
doing  to  him,  notice  and  an  opportunity  to 
be  heard  are  essential."  "^ 

Justice  Rehnquist's  structure— the  repeti- 
tive undermining  of  the  premises  upon 
which  Davis  and  the  court  of  appeals  osten- 
sibly thought  they  could  rely— serves  to  dis- 
place the  audience's  attention  from  his  own 
monumental  task,  which  is  nothing  less 
than  to  reconstrue  a  whole  line  of  prece- 
dents without  overruling  them.'"  And 
indeed,  when  Justice  Rehnquist  finally, 
turns  to  precedents  like  Constantineau  and 
Roth,  his  tendency  to  follow  a  given  struc- 
ture begins  to  lose  its  charm."*  This  is  par- 
ticularly true  in  these  lines  about  Roth. 

While  Roth  recognized  that  governmental 
action  defaming  an  individual  in  the  course 
of  declining  to  rehire  him  could  entitle  the 
person  to  notice  and  an  opportunity  to  be 
heard  as  to  the  defamation,  its  language  is 
quite  inconsistent  with  any  notion  that  a 
defamation  perpetrated  by  a  government  of- 
ficial but  unconnected  with  any  refusal  to 
rehire  would  be  actionable  under  the  Four- 
teenth Amendment.'" 

In  light  of  the  language  from  Roth  just 
cited,  this  statement,  however  glib,  appears 
difficult  to  support.  With  his  characteristi- 
cally considerate  understanding  of  what,  at 
a  minimum,  his  audience  requires.  Justice 
Rehnquist  nonetheless  perseveres,  quoting 
elliptically  from  Roth: 

"The  State,  in  declining  to  rehire  the  re- 
spondent, did  not  make  any  charge  against 
him  that  might  seriously  damage  his  stand- 
ing and  associations  in  his  community.  .  .  . 

"Similarly,  there  is  no  suggestion  that  the 
State,  in  declining  to  re-employ  the  respond- 
ent, imposed  on  him  a  stigma  or  another  dis- 
ability that  foreclosed  his  freedom  to  take 
advantage  of  other  employment  opportuni- 
ties.""* 

"Thus,"  somewhat  fantastically  but  still 
forcefully  continues  Justice  Rehnquist,  "it 
was  not  thought  sufficient  to  establish  a 
claim  under  §  1983  and  the  Fourteenth 
Amendment  that  there  simply  be  defama- 
tion by  a  state  official;  the  defamation  had 
to  occur  in  the  course  of  the  termination  of 
employment.""' 


Surely  no  opinion  less  well  crafted  to  this 
point  could  have  survived  this  logical  distor- 
tion and  brought  four  other  Justices  along 
with  it  to  a  majority.  Justice  Rehnquist 
deftly  avoids  the  Roth  Court's  explicit  dis- 
junction: if  state  action  imposed  either  defa- 
mation or  employment  deprivation  on  Roth, 
"this,  again,  would  be  a  different  case."*'* 
entitling  him  to  notice  and  a  hearing.  Jus- 
tice Rehnquist  instead  formallstically  con- 
structs the  distorted  premise  that  both  are 
necessary  by  avoiding  language  to  the  con- 
trary and  emphasizing  words  that  might 
lead  the  unwary  audience  to  agreement. 

In  addition  to  H.L.A.  Hart's  observation 
about  the  power  every  judge  possesses  be- 
cause of  his  creative  capacity  to  interpret 
precedents.""  at  least  three  literary  quota- 
tions come  to  mind  when  considering  Jus- 
tice Rehnquist's  summary  of  the  law  avail- 
able to  the  lower  court.  The  first,  from  Billy 
Budd  itself,  is  quite  striking;  Vere,  who  art- 
fully conceals  much  during  the  trial,  so  de- 
tests his  ally  in  covertness,  John  Claggart, 
that  he  finds  himself  urging  the  master-at- 
arms  to  "Be  direct,  man." "°  In  another 
novel,  Dickens'  Great  Expectations,  the  pro- 
tagonist. Pip,  implores  the  always  secretive 
solicitor.  Jaggers,  "to  be  more  frank""'  in 
conveying  information  that  Pip  needs.  The 
third  quotation,  from  John  Barth's  The 
Floating  Opera,  probably  explains  better 
the  success  of  a  judicial  writer  like  Justice 
Rehnquist  in  an  opinion  such  as  PauL  "How 
could  mere  justice  cope  with  poetry?  Men.  I 
think,  are  ever  attracted  to  the  bon  mot 
rather  than  the  mot  juste,  and  judges,  no 
less  than  other  men.  are  often  moved  by 
considerations  more  aesthetic  than  judi- 
cial"'" 

Having  posited  major  premises  based  on 
such  creative  misreadings  of  the  precedents. 
Justice  Rehnquist  now  glides  into  part  III, 
in  which  new  law,  under  the  guise  of  old,  is 
freely  propounded: 

In  each  of  these  cases,  as  a  result  of  the 
state  action  complained  of,  a  right  or  status 
previously  recognized  by  state  law  was  dis- 
tinctly altered  or  extinguished.  It  was  this 
alteration,  officially  removing  the  interest 
from  the  recognition  and  protection  previ- 
ously afforded  by  the  State,  which  we  found 
sufficient  to  invoke  the  procedural  guaran- 
tees contained  in  the  Due  Process  Clause  of 
the  Fourteenth  Amendment.  But  the  inter- 
est in  reputation  alone  which  respondent 
seeks  to  vindicate  in  this  action  in  federal 
court  is  quite  different  from  the  "liberty"  or 
"property"  recognized  in  those  decisions. 
Kentucky  law  does  not  extend  to  respond- 
ent any  legal  guarantee  of  present  enjoy- 
ment of  reputation  which  has  been  altered 
as  a  result  of  petitioners'  actions.  Rather  his 
interest  in  reputation  is  simply  one  of  a 
number  which  the  State  may  protect 
against  injury  by  virtue  of  its  tort  law.  pro- 
viding a  forum  for  vindication  of  those  in- 
terests by  means  of  damages  actions.'" 

The  opinion's  critics  have  observed  the  re- 
treat to  a  kind  of  outmoded  "entitlement" 
theory  articulated  in  these  lines."*  Struc- 
turally, the  passage  also  retreats  to  an  earli- 
er theme  in  the  opinion:  Davis  should  look 
to  state  tort  law."*  Circularity,  always  an 
esthetically  pleasing  structural  device,  coji- 
joins  here  with  what  might  be  called 
"single-phrase  evocation"  to  link  the  two 
ends  of  Justice  Rehnquist's  opinion."*  . 
Recall  how  effectively  Melville  uses  the 
phrase  "sanity  and  insanity "  with  reference 
to  Vere  in  the  opening  paragraph  of  the 
trial  scene;"'  it  evokes  in  the  reader  a  con- 
nection with  the  first  use  of  those  words  in 
the  text,"*  ostensibly  regarding  John  Clag- 
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gart.'"  Just  as  Claggart  and  Vere  are  thus 
artfully  connected  in  the  domain  of  irra- 
tionality, so  the  Court's  use  of  entitlement 
is  carefully  linked,  through  the  key  phrase 
"by  virtue  of  its  tort  law.""°  to  its  earlier 
pejorative  view  of  Davis'  claim:  "But 
[Davis']  reading  would  make  of  the  Four- 
teenth Amendment  a  font  of  tort  law  to  be 
superimposed  upon  whatever  systems  may 
already  be  administered  by  the  States."  "' 

The  good  narrative  writer  weaves  into  his 
structure  certain  code  words  to  which  he 
can  return,  knowing  that  his  reader  will 
follow  the  associative  pattern  connected 
with  those  words.  Thus.  Justice  Rehnquist 
buttresses  the  substantive  legal  concept  of 
entitlement  by  joining  it  with  the  already 
established  image  of  the  states  protective 
tort  law.  The  "virtue"  of  the  states,  in 
whose  bosom  a  grievant  can  find  relief 
through  tort-based  actions,  is  not  lightly  to 
be  "superimposed"  upon  the  unwilling  fed- 
eral courts.  No  "font "  to  which  a  plaintiff 
may  crawl  for  spiritual  and  legal  solace,  the 
federal  laws  apply  themselves  sparingly. 
Davis,  as  we  have  been  taught,  is  not  one  of 
the  chosen:  he  is  not  entitled  to  the  Court's 
protection. 

Words  like  "font"  and  "superimposed," 
and  evocative  structuring  devices  like  en- 
jambement  and  circularity,  are  impressive 
tools  of  appellate  opinion  writing:  they  con- 
tribute to  the  art  of  adjudication,  and  we 
should  appreciate  them  for  what  they  are. 
But  when  claims  are  denied,  perhaps 
wrongly,  with  the  help  of  the  crafty  use  of 
language  and  form,  commentators  must 
move  beyond  logical  criticism  alone  ^"  and 
into  an  understanding  of  appellate  commu- 
nication. Literary  techniques  can  help  pry 
open  the  source  of  an  adjudicator's  capacity 
to  persuade  when  logic  and  tradition  seem 
to  support  a  contrary  result.  Thus,  examin- 
ing Paul  V.  Davis  '■"  in  the  light  of  Billy 
Budd,  Sailor  illustrates  how,  to  achieve  a 
subjective  goal,"*  an  adjudicator  can  win 
over  an  audience  by  considerately  providing 
it  with  a  story  it  needs  to  hear,  thereby  as- 
suaging its  doubts  and  dampening  its  spirit 
for  further  rational  inquiry, 
rv.  Melviixe's  Thoughts  on  Adjudicatory 

Communication:  Outer  Form  and  Inner 

Essence  Disjoined 

The  moral  nature  was  seldom  out  of 

keeping  with  the  physical  make.''* 

A.  verb's  hidden  motive 

Examples,  real  and  fictional,  illustrate  the 
important  adjudicatory  role  played  by  rhe- 
torical skill  in  the  dual  service  of  the  com- 
municator's unspoken  desires  and  the  audi- 
ence's minimal  demands.  As  we  have  seen, 
however.  Melville  questions  this  mode  of 
communication  when  employed  by  Vere:  the 
captain's  considerate  way  with  words  dis- 
tracts the  drumhead  court  sufficiently  to 
permit  him  to  win  his  way  despite  his  legal 
improprieties.  Vere's  adjudicatory  "insan- 
ity." however,  consists  not  only  in  cleverly 
using  language  to  reach  a  result  that  lacks 
sense;  his  communication  is  result-oriented, 
and  his  reason  for  contriving  to  have  Billy 
hanged  must  be  sought  if  the  legal  signifi- 
cance of  the  tale  is  fully  to  be  grasped. 

Melville  does  not  readily  reveal  Vere's  mo- 
tives: his,  too.  is  a  nonovert  narrative.  Care- 
fully exposed,  the  captain's  impression  of 
the  defendant  prior  to  the  central  incident 
seems  unironically  clear:  Vere  likes  Billy.  To 
the  extent  that  it  has  been  noticed  at  all. 
Billy's  presence  on  the  Bellipotent  strikes 
Vere  as  a  '  'King's  bargain.'  "  "•  Vere  even 
deems  him  an  intelligent  enough  sailor  to  be 
considered  for  a  promotion  to  the  "captain- 


cy of  the  mizzentop." '"  Unlike  Claggart, 
Vere  seems  indifferently  admiring  of  the 
foretopman's  easy  popularity  and  pleasing 
outer  form. 

Why,  then,  does  Vere  single-mindedly  and 
illegally  press  for  Billy's  execution?  A  possi- 
ble answer  links  the  captain's  "insanity"  at 
the  trial  with  Claggart's  behavior  toward 
Billy,  but  reveals  the  object  of  Vere's  rage 
to  t>e  a  far  more  considerable  one. 

Vere  joins  Claggart  in  being  marked  by  a 
prudent  dissembling  of  underlying  obses- 
sions, and  a  burning  envy  directed  at  a  sub- 
lime embodiment  of  the  heroic,  sailor-like- 
mode.  But  Vere's  animus,  like  Vere  himself, 
exists  at  a  far  higher  level  of  significance 
than  does  Claggart.  For  if,  in  the  service  of 
his  covert  methodology  and  his  deeper,  un- 
stated desires,  Vere  sacrifices  the  favorite  of 
the  crew,  he  does  so  to  destroy  a  symobl. 
Billy,  the  embodiment  of  the  mode  opposite 
to  Vere's  own.  the  ultimate  model  of  sailor- 
like  "frankness."  ''"  dies  not  for  any  of  the 
legal  or  political  reasons  articulated  by  a 
man  of  Vere's  landsman-like  "finesse,"  '" 
but  because  he  unwittingly  stands  in  the 
place  of  the  envied,  magnificently  overt  Ad- 
miral Nelson.  The  far-reaching  narrative  op- 
position of  overtness  and  covertness  finally 
underlies  Vere's  substantive  decision  to  have 
Billy  hanged.'*"  Unable  to  wreak  his  venge- 
ance on  Nelson  directly,  Vere  finds  a  surro- 
gate in  the  heroic  Billy,  who  is  emblematic 
of  Nelson  in  his  overt  popularity  and  ability 
to  use  that  popularity  for  good.  So,  when 
Vere  speaks  of  the  threat  of  mutiny  requir- 
ing a  violent  sacrifice,  we  are  meant  to  rec- 
ognize the  active  irony  of  the  statement:  we 
must  recall  the  factual  example  of  Nelson  in 
a  similar  circumstance,  related  much  earlier 
in  the  tale: 

In  the  same  year  with  the  story.  NelSon. 
then  Rear  Admiral  Sir  Horatio,  being  with 
the  fleet  off  the  Spanish  coast,  was  directed 
by  the  admiral  in  command  to  shift  his  pen- 
nant from  the  Captain  to  the  Theseus:  and 
for  this  reason:  that  the  latter  ship  having 
newly  arrived  on  the  station  from  home, 
where  It  had  taken  part  in  the  Great 
Mutiny,  danger  was  apprehended  from  the 
temper  of  the  men:  and  it  was  thought  that 
an  officer  like  Nelson  was  the  one,  not 
indeed  to  terrorize  the  crew  into  base  sub- 
jection, but  to  win  them,  by  force  of  his 
mere  presence  and  heroic  personality,  back 
to  an  allegiance  if  not  as  enthusiastic  as  his 
own  yet  as  true.'*' 

Nelson's  mere  presence  quashed  the  very 
real  threat  of  a  mutiny  on  the  TTieseus.-'*'' 
Vere,  on  the  other  hand,  creates  an  artifi- 
cial crisis  on  his  ship  from  the  stuff  of 
Billy's  deed,  and  proceeds  to  destroy  the 
jewel  of  the  crew,  effecting  both  a  resentful 
inversion  of  Nelson's  bloodless  procedures 
and  the  symbolic  annihilation  of  Nelson 
himself. 

Claggart's  complex  envy  of  Billy  achieves, 
then,  a  form  of  projection  upward  in  Vere's 
covert  approach  to  his  heroic  colleague.  Be- 
cause Vere  is  effectively  juxtaposed  to  Clag- 
gart in  so  many  narrative  ways,  it  is  impor- 
tant to  emphasize  certain  "exceptional" 
traits  in  both  which  reach  their  apotheosis 
in  Vere's  actions  at  the  trial:  as  with  Clag- 
gart's rage  against  Billy,  Vere's  against 
Nelson  can  be  understood  as  the  complex 
man's  strange  attraction-hatred  for  the 
straightforward,  essentially  non-verbal 
hero.'*'  Like  Claggart's,  Vere's  aims  are 
"never  declared."'**  If  the  master-at-arms' 
personality  is  "hidden,"'*'  Vere's  is  "unde- 
monstrative," "not  conspicuous."  and  "dis- 
creet."'*•  If  Claggart  has  "shown  consider- 
able tact  in  his  function."'*'  so  Vere  tends 


to  "guard  as  much  as  possible  against  pub- 
licity."'*" 

A  consummate  dissimulator,  Claggart 
fools  everyone  in  the  "soup  spUling" 
scene.'*"  one  that  we  may  now  understand 
as  deliberately  foreshadowing  Vere's  covert 
methodology  during  the  trial.  Claggart's 
remark— "Handsomely  done,  my  lad!  And 
handsome  is  as  handsome  did  it,  too!"""— 
well  exemplifies  the  clever  communicator's 
tendency  to  distract  his  audience  at  any  cru- 
cial point  in  which  the  communicator's  true 
desires  might  otherwise  be  revealed.  His 
wisecrack  succeeds  in  hiding  his  villainous 
motives  both  from  the  "tickled"  foretop- 
man.  and  such  onlookers  as  Billy's  friend. 
Donald,  all  of  whom  thereafter  disbelieve 
the  Dansker's  warnings  to  Billy  about  Clag- 
gart.'="  Perhaps  still  more  important  to  the 
developing  narrative  conjunction  of  Vere 
and  Claggart.  the  master-at-arms'  subse- 
quent attack  on  the  unfortunate  drummer 
boy  asserts  the  covert  individual's  tendency 
to  lash  out  at  surrogate  bystanders  (the  re- 
sentful man's  "innocent  victims")."^  Un- 
willing as  yet  to  chastise  publicly  the  real 
object  of  his  bitterness,  the  master-at-arms 
instead  attacks  another  youthful  sailor 
during  the  "less  guarded" '"  moment  leav- 
ing the  mess  hall. 

Only  someone  who  had  both  seen  Clag- 
gart depart  and  grasped  the  interpretative 
principle  which  we  here  call  parallelism 
would  have  correctly  ascertained  the  im- 
plied object  of  Claggart's  rattan-lashing  of 
the  drummer  boy.  For  the  clever  communi- 
cator never  shows  his  true  colors,  or  per- 
haps may  just  hint  at  them  through  the  use 
of  a  "parallel"  object,  and  then  only  when 
his  audience  is  sufficiently  distracted  not  to 
notice  them.  Like  Claggart.  Vere  finds  a 
substitute  for  the  true  source  of  his  resent- 
ment: Billy  is  his  drummer  boy. 

But  then  whom  does  Billy  represent  for 
Captain  Vere?  The  carefully  concealed  in- 
spiration for  Vere's  animus  appears  to  be 
none  other  than  Nelson:  the  convenient 
"parallel"  object  of  his  violence  is  Billy,  a 
suitably  emblematic,  overt  figure,  a  kind  of 
mini-Nelson."*  Both  Billy  and  Nelson  are 
presented  early  in  the  tale  as  variations  of 
the  Handsome  Sailor  type  in  which  'the 
moral  nature  was  seldom  out  of  keeping 
with  the  physical  make.""'  There  natures 
are  stamped  by  a  consistent  harmonic  inte- 
gration of  inner  and  outer  man  and  an 
almost  organic  rejection  of  hypocrisy  and 
covertness.  Most  critics  would  associate 
Billy's  overtness  with  his  overall  simplicity, 
and  this  is  true.  But,  by  juxtaposing  Billy 
and  Nelson  early  in  the  tale,  Melville  may 
mean  to  emphasize  that  Nelson  too  repre- 
sents a  kind  of  simplicity,  sailor-like  honesty 
on  the  highest  level.  Just  as  the  foretopman 
is  "a  superior  figure  of  .  .  .  [his]  own 
class,"  "•  so  Nelson  has  been  called  by  the 
narratively  invoked  Tennyson,  "  'the  great- 
est sailor  since  our  world  began.'  "  "' 

When  Vere  sees  Billy  strike  Claggart,  he 
experiences  a  violent,  cathartic  emotion.  He 
intuits  instantly  the  opportunity  this  event 
affords  his  imaginatively  complex  nature. 
Merely  a  competent  pragmatist  in  battle, 
Vere  will  seek  a  form  of  immortality  by  cre- 
ating a  scenario  out  of  the  stuff  of  Billy's 
deed,  one  that  will  satisfy  his  own  most 
basic  subjective  goals.  In  this  light,  Vere's 
complexity  joins  Claggart's,  no  longer  as  a 
positive  attribute,  but  as  negatively  anti- 
thetical to  the  sailor-like  condition.  When 
Vere  gazes  at  Billy,  he  does  not  feel  any  of 
Claggart's  venom:  but,  when  Billy  strikes 
the  captain's  covert  ally,  all  of  Vere's  subtle 
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envy  for  Nelson  emerges  in  a  violent  urge  to 
indirect  vengeance. 

To  fathom  Vere's  unarticulated  resent- 
ment toward  Nelson,  one  need  only  consider 
the  dilemma  of  a  man  whose  very  consider- 
able talents  might  have  garnered  him  a  glo- 
rious reputation  in  any  other  historical 
period,  but  whose  career  must  constantly  lie 
in  the  shadow  of  the  unmatchable  figure  of 
the  Nile,  the  Theseus,  and  Trafalgar. 
Indeed,  Vere  may  realize  (as  the  narrative 
takes  pains  to  disclose)  that  some  of  his 
fellow  captains  in  fact  do  compare  the  two. 
and  to  his  own  detriment.  These  peers 
would  remark  that  perhaps  only  ■  the 
queer  streak  of  the  pedantic  running 
through' "  Vere  has  kept  him  from  the  de- 
served fame  bestowed  by  "  the  gazettes'  " 
upon  Sir  Horatio  Nelson. =*" 

Vere  is  a  superb  pragmatist,  yes;  but,  as 
the  narrator  tells  us  of  Nelson  (with  Vere  in 
mind),  "[plersonal  prudence,  even  when  dic- 
tated by  quite  other  than  selfish  consider- 
ations, surely  is  no  special  virtue  in  a  mili- 
tary man."  "'  Unable  to  respond  to  his  men 
with  a  Nelson-like  (or  Billy-like)  natural- 
ness. Vere  implicitly  adopts  the  precedent  of 
his  'starry  "  ancestor; ''"  imaginatively  for- 
malized discipline.'*'  As  the  central  events 
unfold,  he  attempts,  at  the  trial  and  there- 
after, to  create  a  narrative  form  that  will 
enable  him  to  destroy  the  representation  of 
overt  naval  heroism,  the  Nelson-in-Billy. 
But  like  the  unsymmetrical  European  iron- 
clads compared  with  the  "grand  lines"  of 
Nelson's  Victory,^^^  Vere's  aberrational  aes- 
thetic also  degrades  the  artistic  mode,  one 
better  exemplified  by  Nelson's  literary  ges- 
tures at  Trafalgar.'"' 

Consistently  false  in  his  verbal  approach 
to  the  legal  reality,  Vere  proceeds  after  the 
trial  to  communicate  the  sentence  both  to 
Billy  '**  and  the  crew.'"'  The  atmosphere 
still  hangs  heavy  with  deception.  The  narra- 
tive casts  a  pejorative  pall  of  secrecy  over 
Vere's  communications  to  the  doomed 
sailor.'"  And.  though  an  abstract  compas- 
sion or  even  religious  paternalism  toward 
Billy  often  has  been  imputed  to  Vere  during 
this  part  of  the  story,  the  narrative  tone 
and,  most  importantly,  the  'closeted  "  loca- 
tion suggest  otherwise;  after  all,  Billy's  open 
nature  has  at  least  twice  before  been  imper- 
iled by  "closed  interviews." '" 

Vere's  death  shortly  after  these  events 
forces  the  character  to  be  judged  by  his  ac- 
tions at  the  trial,  his  only  real  attempt  to 
fulfill  "the  most  secret  of  all  passions,  ambi- 
tion." '«»  Even  in  death,  however,  Vere  re- 
mains true  to  his  primary  characteristic, 
covertness.  For.  in  uttering  Billy  Budd's 
name,'"*  the  dying  man  fittingly  invokes 
the  heroic  mode  most  perfectly  embodied  in 
the  rival  whom  he  could  neither  destroy  nor 
emulate,  the  envied  Nelson. 

Vere's  "insanity,"  then,  lies  in  translating 
his  covert  resentment  into  the  considerate 
argument  that  the  law  requires  Billy's 
death.  The  best  that  can  be  said  for  him 
(but  is  this  "righteousness"?  "°)  is  that  he 
sought  a  legitimate,  external  compulsion  for 
what  was,  in  fact,  a  subconscious  and  all- 
consuming  subjective  desire.  Unlike  the 
Nore  historians,  who  were  genuinely  consid- 
erate in  order  to  permit  the  British  public 
to  assimilate  a  painful  topic,  Vere  is  covertly 
considerate  in  order  to  forestall  inquiry  into 
the  true  reasons  for  the  hanging.  The 
covert  nature  hides  from  its  own  involve- 
ment under  a  protective'y  considerate  use  of 
language.  Vere  joins  Claggart  in  a  mutual 
intolerance  for  the  overt,  sailor-like  mode. 
Each  uses  the  outward  show  of  an  "uncom- 
mon prudence"  "'  "as  an  ambidexter  imple- 


ment for  effecting  the  irrational." '"  In 
Vere's  hands,  authoritative  communication, 
once  "considerate,"  becomes,  finally,  covert. 

B.  RAMIPICATIONS  FOR  ADJUDICATION 

[Iln  this  world  of  lies.  Truth  is  forced  to 
fly  like  a  scared  white  doe  in  the  woodlands; 
and  only  by  cunning  glim|}ses  will  she  reveal 
herself  as  in  Shakespeare  and  other  masters 
of  the  great  Art  of  telling  the  Truth— even 
though  it  be  covertly  and  by  snatches.'" 

When  a  judge  claims  that  positive  law  pro- 
hibits him  from  acting  according  to  the  dic- 
tates of  his  own  moral  nature,  we  should  be 
on  guard.  The  sanctuary  of  formal,  positive 
law  too  often  subtly  conceals  the  naturalis- 
tic impulses  that  bring  the  adjudicator  to  a 
decision.  This,  insight  is  the  most  basic  con- 
tribution of  Billy  Budd,  Sailor  to  a  theory 
of  adjudication. "■•  Melville  indicates  that 
the  judge's  imagination  (ie.,  subjective  crea- 
tivity) must  inevitably  be  brought  to  bear 
on  the  facts  and  law  before  him.'"  In  par- 
ticular, the  judge's  need  and  power  to  use 
language  afford  him  an  engaging  opportuni- 
ty to  act  out  his  subjective  motives  within 
the  acceptable  form  of  legal  discourse  and 
reasoning.  Melville  reminds  us  that  judges 
who  claim  to  be  disinterestedly  applying  the 
law  may  well  be  implementing  their  con- 
sciences, particularly  when  the  law  could 
take  them  either  way.'"  The  formalistic 
strictures  of  the  law  simply  aid  them  to 
appear  more  "professional."  "' 

Thus,  as  David  Richards  notes  in  his  per- 
ceptive treatment  of  Billy  Budd,  Sailor, 
"noting  dictates  th[e]  grotesque  result  but 
Vere  himself,"'"  who  "chooses  to  read  the 
statute  in  a  certain  way." '"  Formalism 
often  masks  the  exercise  of  judicial  will. 
Melville  here  anticipates  and  endorses  cer- 
tain critiques  of  legal  positivism  and  formal- 
ism, particularly  those  involving  the  place 
of  language  in  adjudication,""  and  the  role 
of  ethics  in  legal  reasoning.'*' 

But  Melville  also  delivers  a  more  disturb- 
ing message  that  can  be  brought  out  by  pur- 
suing Professor  Richards'  intelligent  analy- 
sis of  Billy  Budd  a  bit  further.  In  Richards' 
reading.  Vere's  conscience  remains  at  odds 
with  his  legal  decision;  Vere  betrays  his  con- 
science in  favor  of  the  "consequentialist  rea- 
soning" of  general  deterrence.'*'  Richards, 
thus,  is  properly  skeptical  of  Vere's  legal  ar- 
gument and  perceives  that  the  captain 
wrongfully  denies  responsibility  for  the 
hanging  by  attributing  it  to  the  law.'*'  But 
Richards  accepts  Vere's  articulated  reason 
for  handing  Billy— a  fear  of  mutiny— at  face 
value.  The  analysis  offered  here  suggests 
that  this  reason,  too,  is  suspect;  it  is  Vere's 
covert  way  of  persuading  his  impressionable 
drumhead  court.  Par  from  betraying  his 
conscience  in  hanging  Billy,  Vere  acts  out 
his  innermost  desire— his  resentful  antipa- 
thy to  the  sailor-like  directness  and  unprag- 
matic  heroism  of  Admiral  Nelson.  The  dif- 
ference is  analyses  is  profound,  asserting  a 
limitation  on  the  ability  of  the  unexamined 
judicial  conscience  to  reach  objectively  dis- 
interested and  morally  correct  results. 

Professor  Richards  agrees  that  Vere's  be- 
havior is  a  species  of  adjudicatory  insanity: 
Vere  indulges  "crude  reasons  of  policy  that, 
without  the  sham  defense  of  principle,  .  .  . 
[his)  own  considerable  conscience  would 
reject,"  '•*  The  source  of  Vere's  "corruption 
of  moral  conscience."  of  his  tragedy,  "is  not 
egoism  nor  a  failure  of  courage,  but  a  defect 
in  self-conception,  a  tielief  that  professional 
identity  requires  .  .  .  the  separation  of 
moral  passion  and  professional  role." '" 
Billy  Budd,  Sailor,  in  this  view,  is  a  dramat- 
ic illustration  of  how  law  divorced  from 
ethics  is  repressive— and  irrational.  An  adju- 


dicator can  reach  a  just  conclusion  through 
rational  inquiry,  but  only  by  taking  account 
of  the  claims  of  conscience  and  acknowledg- 
ing personal  responsibility."*  To  deny  the 
role  of  ethics  in  legal  reasoning,  in  the  name 
of  legal  formalism,  is  a  fatal  failure  of  ra- 
tional understanding. 

The  reading  of  Billy  Budd,  Sailor  offered 
here  located  Vere's  adjudicatory  insanity  in 
a  very  different  source  and  thereby  poses  a 
yet  more  troubling  question.  Is  ethical  adju- 
dication available  to  the  average  judge 
through  purely  rational  processes?  Mel- 
ville's answer,  linked  to  the  even  wider  cri- 
tique of  modem  culture  found  in  this  tale,  is 
decidedly  negative. 

Vere.  let  us  recall,  is  not  an  evil  character; 
in  most  circumstances,  he  is  indifferently 
honest,'*'  Yet,  we  learn  that  neither  his 
conscience  nor  his  mode  of  communicating 
is  to  be  trusted.  Resentment,  envy,  and 
other  prevalent  negative  forces  throw  the 
capacity  for  both  reasoned  judgment  and 
rational  discourse  into  doubt.  Judges  are 
mortal  being,  prone  to  contemporary  crises 
in  values.  Through  Vere,  Melville  suggests 
that  the  barriers  to  the  rational  discovery  of 
a  just  result  are  deeper  than  Professor 
Richards  imagines;  they  are  rooted  in  the 
normative  structure  of  the  culture  in  which 
adjudicators  act.'** 

For  Melville,  Vere's  "insanity"  was  em- 
blematic of  an  entire  culture  in  distress.  The 
headnote  of  an  earlier  version  of  the  story 
spoke  of  a  "crisis  in  Christendom."  '*•  The 
extreme  care  bestowed  on  the  tale  by  its 
author  (extending  over  the  last  five  years  of 
his  life)'*"  indicates  that  its  significance 
goes  l)eyond  even  what  we  have  said.  As  to 
this  fuller  cultural  perspective,  only  part  of 
which  we  have  discussed  here,""  it  may  suf- 
fice to  add  (in  the  spirit  of  this  article's  pre- 
dominant outlook)  that  Melville  found  it 
necessary  in  the  final  story  to  join  forces 
with  his  covert  communicators,  Claggart 
and  Vere.  The  novella's  deepest  meanings 
are  sheltered  beneath  a  cloak  of  narrative 
equivocation,  irony,  and  selective  omission. 
In  Leo  Strauss'  eminently  applicable 
terms,"''  Melville  was  writing  as  a  "perse- 
cuted" author,  required  by  the  iconoclasm 
of  his  message  to  enunciate  it  "between  the 
lines."' "" 

Thus,  Vere's  methods  and  motives  define 
those  of  society  (at  least  literate  society)  as 
a  whole.  The  narrative's  own  considerate- 
ness  hints  that  Vere's  approach  is  norma- 
tive; no  significant  moral  act,  and  certainly 
no  important  act  of  authoritative  communi- 
cation, is  to  be  taken  at  face  value  in  the 
modern  world.  News  from  the  Mediterrane- 
an has  hitherto  made  John  Claggart  the 
hero  and  Billy  Budd  the  villain,  and  those 
"superannuated"  gospels  '»*  are  to  be  recog- 
nized as  the  paradigm  for  all  modem  acts  of 
narrative  communication. 

The  nineteenth  century  literary  artists  is 
no  more  likely  than  the  modem-day  adjudi- 
cator to  place  all  his  cards  on  the  table, 
even  when  he  is  playing  with  a  full  deck. 
Melvilles  wider  cultural  message  requires 
each  reader's  willingness  to  make  himself 
one  with  the  allegorical  and  symbolic  sug- 
gestiveness  of  the  full  narration.  But  this 
one  reader  will  suppress  the  urge  (at  least 
until  later) "'  to  enter  into  the  more  baf- 
fling mysteries  of  Melville's  portentous  tale. 

conclusion:  on  the  uses  op  literattjhe  roR 

LAW 

This  Article  has  had  several  interconnect- 
ed aims.  First,  our  approach  has  attempted 
to  illuminate  certain  puzzling  aspects  of  a 
superb  work  of  literary  art.  one  that  has 
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always  had  special  meaning  for  lawyers.  In 
so  doing,  the  Article  sought  to  exemplify 
the  rich  manner  in  which  fiction— more 
than  any  other  "extrinsic"  data— can  add  to 
our  understanding  of  basic  legal  issues. 
Second,  at  some  length  (but  less  than  it  de- 
serves), the  notion  of  •'considerate  commu- 
nication" has  been  gleaned  from  Billy  Budd. 
Sailor,  furthered,  and  applied  to  a  recent 
piece  of  actual  Supreme  Court  craftsman- 
ship. More  work  is  needed  on  this  aspect  of 
legal  meaning,  which  Llewellyn  once  called 
the  "range  of  creative  effort  which  no  indi- 
vidual rule  can  offer."  ""  Finally,  in  a  far 
more  schematic  and  tentative  way,  the  Arti- 
cle has  suggested  that  the  study  of  litera- 
ture itself,  the  reabsorption  of  the  legal 
community  in  its  cultural  roots,  may  be  a 
modem-day  necessity.  Western  culture,  as 
Melville  predicted  in  the  late  nineteenth 
century,  was  preparing  itself  for  some 
shocks.  Vere's  covert  rage  and  effective  for- 
malism were  to  become,  only  a  generation 
or  two  later,  the  model  of  European  behav- 
ior; millions  of  actual  innocents  would  take 
the  place  of  the  one  fictional  foretopman. 
Law  has  its  place  in  that  scheme.  Literary 
culture  has  its  place  in  the  development  of 
contemporary  legal  theories  that  may  real- 
istically aspire  to  the  renaissance  of  a  just 
society. 

FOOTNOTES 

•H.  Melville,  Billy  Budd.  Sailor  (H.  Hayford  &  M. 
Sealts  eds.  1962)  [hereinafter  cited  by  page  number 
only). 

"Professor  of  Law.  Benjamin  N.  CardOiio  School 
of  Law.  Yeshiva  University.  B.A..  1965.  Brandeis 
Oniversity;  M.A.  (French  Literature).  1967.  Ph.  D. 
(Comparative  Literature).  1970.  Cornell  University; 
J.D..  1974.  Columbia  University.  Former  Assistant 
Professor  of  French  and  Comparative  Literature. 
University  of  Chicago  (1971-1975).  Versions  of  the 
present  paper  were  given  at  the  Philological  S<xrie- 
ty  of  the  University  of  Chicago  (June  1975);  at  the 
Modem  Language  Assixiation  session  on  Law  and 
Literature"  (December  1976);  at  the  January  1980 
meeting  of  the  Association  of  American  Law 
Schools  (Law  and  Humanities  section);  and  at  a 
conference  on  A  Moral  Critique  of  Law:  The  Ex- 
ample of  Melville."  Princeton  University  (June 
1980) 

Although  I  think  of  this  paper  as  a  tentative  first 
step  into  the  mysteries  of  a  complex  masterpiece.  I 
have  ventured  this  far  only  through  the  steadying 
guidance  of  many  mentors.  Foremost  among  these 
have  been  the  student  and  professional  audiences 
whose  acceptance  of  at  least  some  of  these  ideas 
has  encouraged  me  to  proceed.  Among  the  individ- 
uals whose  willingness  to  discu.ss  the  paper  at 
length  allowed  me  to  refine  the  inquiry  over  the 
years  are  Merlin  Bowen.  Michael  Braff.  Robert 
Cover.  David  Haber.  Arthur  Jacobson,  Robert 
Lawry.  David  Richards.  Benno  Schmidt.  Paul  Shu- 
pack,  Cheryl  Weisberg.  and  Edward  Yorio. 

'  H.L.A.  Hart.  The  Concept  of  Law  11  ( 1961 ). 

•For  a  survey  of  this  scholarship,  see  Suretsky. 
Search  for  a  Theory:  An  annotated  Bibliography  of 
Writings  on  the  Relation  of  Law  to  Literature  and 
the  Humanities.  32  Rutgers  L.  Rev.  727  (1979). 

'The  currently  popular  "extrinsic"  methodolo- 
gies are  the  various  social  sciences.  See.  e.g.,  D. 
Baldus  Si  J.  Cole,  Statistical  Proof  of  Discrimina- 
tion (1980):  Forst.  Rhodes  &  Wellford.  Sentencing 
and  Social  Science:  Research  for  the  Formulation 
of  Federal  Sentencing  Guidelines.  7  Hofstra  L.  Rev, 
355  (1979);  Symposium:  The  Courts.  Social  Science, 
and  School  Desegregation  (pis.  1  &  2).  39  Law  & 
Contemp.  Probs.  1.  217  (1975);  Wolfgang.  The 
Death  Penalty:  Social  Philosophy  and  Social  Sci- 
ence Research.  14  Crim.  L.  Bull,  18  (1978).  For  per- 
spectives critical  of  excessive  judicial  reliance  on 
statistical  and  social  scientific  analyses,  see.  e.g.. 
O'Brien,  Of  Judicial  Myths.  Motivations  and  Justi- 
fications: A  Postscript  on  Social  Science  and  the 
I««,  64  Judicature  285  (1981);  O'Brien,  The  Seduc- 
tion of  the  Judiciary:  Social  Science  and  the 
Courts.  64  Judicature  8  (1980);  Tribe,  Trial  by 
Mathematics:  Precision  and  Ritual  in  the  Legal 
Process.  84  Harv,  L.  Rev,  1329  (1971). 

*See.  for  example,  the  central  use  of  Billv  Budd, 
Sailor  and  Sophocles,  Antigone  (Athens  440  B.C.) 


In  the  prelude  to  R.  Cover,  Justice  Accused  1-7 
(1975).  Pour  recent  full-issue  symposia  on  law  and 
literature  demonstrate  a  contemporary  interest  in 
the  application  of  literary  structures  to  legal  issues. 
See  Law  and  Literature.  32  Rutgers  L.  Rev.  603 
(1979);  Law  and  Literature.  9  U,  Hartford  Stud,  Lit- 
erature 83  (1977);  Law  and  the  Humanities.  29  Rut- 
gers L,  Rev,  223  (1976);  Law  and  the  Humanities.  7 
U,  Md,  L,F.  84  (1977);  see  also  Weisberg.  Law.  Liter- 
ature and  Cardozo's  Judicial  Poetics.  1  Cardozo  L. 
Rev,  283  (1979)  [hereinafter  Weisberg.  Literature 
and  Cardozol.  See  generally  M.  Ball.  The  Promise 
of  American  Law  (1981).  for  an  excellent  and  cre- 
ative approach  to  the  importance  of  the  humanities 
for  law;  J,B,  White.  The  Legal  Imagination  (1973). 
for  a  rich  approach  to  the  use  of  literature  in  the 
law  school  curriculum, 

'For  one  distinguished  figure's  presentation  of 
fictional  works  considered,  in  its  time,  to  be  each 
lawyer's  "professional  duty"  to  read,  see  Wigmore. 
A  List  of  One  Hundred  Legal  Novels.  17  111,  L,  Rev, 
26  (1922).  reprinted  with  corrections  from  Wig- 
more.  A  List  of  Legal  Novels.  2  111.  L.  Rev,  574 
(1908),  Wigmores  list  has  recently  been  expanded 
and  the  theoretical  introduction  modified.  See 
Weisberg  &  Kretschman.  Wigmores  "Legal  Novels  " 
Expanded:  A  Collaborative  Effort.  7  U.  Md,  L,F,  94 
(1977).  revised  from  Weisberg.  Wigmores  "Legal 
Novels"  Revisted:  New  Resources  for  the  Expansive 
Lawyer.  71  Nw,  U,L,  Rev,  17  (1976)  (hereinafter 
Weisberg.  Wigmores  Novels). 

'For  a  seminal  anthology  in  this  field,  including 
selections  from  great  literary  works  and  legal  writ- 
ings, see  The  World  of  Law  (E.  London  ed,  1960), 
Among  those  authors  frequently  discussed  by  law 
yers  are  Shakespeare,  see.  e.g..  W.N.  Knight, 
Shakespeare's  Hidden  Life  (1973);  O.  Phillips. 
Shakespeare  and  the  Lawyers  (1972):  Dickens,  see. 
eg,,  W  Holdsworlh.  Charles  Dickens  as  a  Legal 
Historian  (1928);  E  T,  Jaques.  Charles  Dickens  in 
Chancery  (1914):  Dostoevski,  see.  e.g..  Rabinowitz. 
The  Click  of  the  Spring:  The  Detective  Story  as 
Parallel  Structure  in  Dostoyevsky  and  Faulkner.  76 
Mod.  Philology  355  (1979):  Weisberg.  Comparative 
Law  in  Comparative  Literature:  The  Figure  of  the 
"Examining  Magistrate"  in  Dostoevski  and  Camus. 
29  Rutgers  L.  Rev.  237  (1976)  [hereinafter  Weis- 
berg, Comparative  Law],  Among  recent  studies  by 
nonlawyers.  see  Sussman,  The  Court  as  Text:  Inver- 
sion. Supplanting,  and  Derangement  in  Kafka's  Der 
ProzeU.  92  PMLA  41  (1977). 

'  "Billy  Budd  remained  unpublished  until  1924, 
when  it  was  edited  by  Raymond  Weaver  in  Volume 
XHI  of  the  Standard  Edition  of  Melvilles  Complete 
Works  (London:  Constable  and  Company).'"  Hay- 
ford  &  Sealts,  Editors"  Introduction  to  H,  Melville. 
Billy  Budd.  Sailor  12  (H,  Hayford  &  M,  Sealts  eds, 
1962),  Our  text  is  the  definitive  Hayford  &  Sealts 
edition. 

More  recently,  an  edition  by  Milton  Stern  has 
challenged  some  of  Hayford  and  Sealts'  positions. 
See  H.  Melville.  Billy  Budd.  Sailor  (M.  Stern  ed. 
1975), 

"Melville  labored  over  the  manuscript  from  late 
1885  or  early  1886  until  his  death  in  1891,  See  Hay- 
ford &  SealUs.  supra  note  7.  at  1. 

•Space  does  not  permit  a  listing  of  every  piece  of 
scholarship  on  or  criticism  of  Billy  Budd,  Sailor. 
From  those  representative  of  the  various  schools, 
see.  e.g..  R.  Chase.  Herman  Melville  258-77.  298 
(1949):  L,  Fiedler.  Love  and  Death  in  the  American 
Novel  359.  362.  434-35  (1960):  L.  Thompson.  Mel- 
villes Quarrel  with  God  (1952);  Braswell.  Melvilles 
Billy  Budd  as  An  Inside  Narrative."  29  Am,  Litera- 
ture 133  (1957):  Watson.  Melville's  Testament  of 
Acceptance.  6  New  Eng.  Q.  321  (1933):  Withim. 
Billy  Budd:  Testament  of  ResLstance.  20  Mod.  Lan- 
guage Q.  115  (1959).  Representative  of  more  recent 
approaches,  increasingly  sensitive  to  the  impor- 
tance of  communication  and  language  use  in  the 
story  is  Johnson.  Melville's  Fist:  The  Execution  of 
Btlly  Budd.  18  Stud,  Romanticism  567  (1979),  For 
scholarship  on  the  legal  aspects  of  the  story,  see 
text  accompanying  notes  10-14  infra.  For  a  bibliog- 
raphy of  published  criticism  and  scholarship  on 
Billy  Budd  and  other  works  by  Melville,  see  Hay- 
ford Si  Sealts,  Bibliography  to  H.  Melville.  Billy 
Budd.  Sailor  203-12  (H,  Hayford  &  M,  Sealts  ed. 
1926). 

'"E.g..  R.  Cover,  supra  note  4.  at  1-7;  Reich.  The 
Tragedy  of  Justice  in  Billy  Budd.  56  Yale  Rev.  368 
(1967). 

' '  Conference  on  "A  Moral  Critique  of  Law:  The 
Example  of  Melville."  held  at  the  Woodrow  Wilson 
School  of  Public  and  International  Affairs,  Prince- 
ton  University,   June   20-21,    1980.   Among   those 


papers  presented  were  D.  Richards,  Ethical  Auton- 
omy and  the  Legal  Mind;  R.  Weisberg,  The  Law- 
yers Way:  "Considerate  Communication"  in  Billy 
Budd,  Sailor  (unpublished  papers  on  file  at  New 
York  University  Law  Review). 

"R.  Cover,  supra  note  4,  at  1-7.  250-51.  Cover 
analogizes  the  dilemma  of  antislavery  Judges  con- 
fronted with  the  Fugitive  Slave  Act  to  Vere's  dilem- 
ma in  Billy  Budd. 

"D.  Richards,  supra  note  11,  at  11-15.  For  fur- 
ther discussion  of  Richards'  piece,  which  is  In  par- 
tial accord  with  the  view  taken  here,  see  text  ac- 
companying notes  377-89  infra. 

■Mves.  BiUy  Budd  and  the  Articles  of  War.  34 
Am.  Literature  31  (1962). 

"See  text  accompanying  note  72  infra. 

"See.  e.g..  R.  Cover,  supra  note  4,  at  250-51; 
Reich,  supra  note  10.  at  378-79.  But  see  D.  Rich- 
ards, supra  note  11.  at  12-14. 

"424  U.S.  693(1976), 

' '  The  best  known  film  re-creation  of  the  story  Is 
the  Peter  Ustinov  version  with  Ustinov  as  Vere  and 
Terrence  Stamp  as  Billy, 

'» In  the  libretto  for  Benjamin  Britten's  striking 
opera,  the  "plot"  is  virtually  reduced  to  Claggart's 
unambiguous  evil  and  Billy's  lyrical  innocence,  pro- 
ducing Vere's  tragic  dilemma.  See  E.M.  Forster  & 
E,  Crozier.  Libretto  for  Billy  Budd  (rev,  1961),  Mel- 
ville's narrative,  as  we  shall  see.  supplies  infinitely 
more  meaning  than  does  the  libretto, 

'"  Whatever  we  may  think  of  Vere.  he  is  not  the 
"tragic  "  hero  of  this  tale.  Critics  who  reduce  the 
"plot "  to  the  three  most  obvious  characters  tend  to 
miss  the  central  narrative  (not  tragic)  quality  of 
the  tale.  As  we  shall  see.  the  story  is  at  least  as 
much  about  Nelson,  the  "Handsome  Sailor"  type, 
"a  certain  X. "  or  the  narrator  himself,  as  it  is  at>out 
Vere. 

- '  P,  44, 

"  Id, 

=  'P,  54, 

=Md, 

-»Pp,  44-45, 

'•  P.  49. 

"P,  47, 

'»P,  58, 

"  Pp,  63.  69.  There  is  also  a  strong  allusion  to 
Nelson  during  the  depiction  of  Vere's  death,  see  p. 
129, 

'"  Billy  pacified  the  upstart  Red  Whiskers.  "  in 
an  incident  foreshadowing  the  Claggart  situation. 
See  p.  47, 

"  P,  59:  see  text  accompanying  note  342  infra. 

"  P,  56, 

"  P,  63, 

"  See  p,  60. 

''■  Pn.  62-63, 

"P,  61, 

"  Id, 

"  P,  64, 

"  Pp,  62.  96.  Like  Claggart.  Vere's  "exceptional" 
quality  lies  specifically  in  his  keen  intelligence  and 
complex  "moral  "  nature.  Id.  The  narrative  implies 
that  these  two  are  the  only  figures  on  the  ship  "in- 
tellectually capable  of  adequately  appreciating  the 
moral  phenomenon  presented  in  Billy  Budd,"  P,  78. 

♦"Pp.  74.76, 

"  Pp.  86  87, 

"  See.  e.g..  text  accompanying  notes  47-54  infra. 

"  P,  76, 

'*  Melville  specifically  mitigates  the  "goodness" 
of  Billy  and  the  "evil "  of  Claggart  through  his  use 
of  narrative  epithet  and  detail,  Billy,  for  example, 
IS  organically  violent  (albeit  justifiably  at  times), 
eg,,  p,  47.  and.  when  on  shore  leave,  as  prone  to 
sailor-like  "fun"  as  the  next  man.  see  p.  49.  He  is 
far  more  the  "barbarian  "  or  the  classical  pagan 
than  a  Christian  innocent.  As  for  Claggart.  he  is  a 
man  of  advanced  intelligence,  education,  reasonable 
good  looks,  and  pragmatic  hard  work.  See  pp.  64-65. 
This  is  hardly  a  straightforward  allegory. 

'"  P.  67 

*■  For  a  further  discussion  of  this  central  opposi- 
tion, see  text  accompanying  notes  337-41  infra. 

"  Pp.  72-73. 

*'  P.  72.  This  incident  is  understandably  beloved 
of  Freudian  analysts  of  the  novella.  See,  e.g.,  R. 
Chase,  supra  note  9,  at  269-77,  one  of  the  finest 
analyses  of  the  story. 

"  P.  72 

"Id. 

"  See  text  accompanying  349-53  infra.  As  we  will 
see,  Melville's  full  view  of  adjudication  encompasses 
both  the  particular  manner  in  which  the  adjudica- 
tor uses  language,  see  sectoin  III.  A  infra,  and  the 
adjudicator's  inner  nature,  see  section  IV,  A  infra. 
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"  Pp.  80-85. 

"  P.  96. 

•*  See  p.  92. 

»»  P.  98. 

»•  P.  99. 

"P.  101. 

'■  Pp.  101-02.  As  we  shall  discuss,  the  whole  of 
chapter  20  concerns  Veres  fellow  officers'  skepti- 
cism about  his  procedureal  approach  to  the  case. 
See  section  II,  B.  2  infra. 

'•Vere  admits  the  inappropriateness  of  these 
combined  roles  in  his  famous  speech  to  the  court. 
Pp.  109-10.  This  is  analyzed  more  fully  at  text  ac- 
companying notes  141-44  infra. 

•o  Pp.  122-24. 

•'  After  all.  Veres  main  justification  for  the 
hasty  trial  and  execution  is  that,  absent  these,  the 
crew  might  consider  him  weak  and  proceed  to 
mutiny.  See  pp.  112-13. 

"  P.  128. 

"  Pp.  59-60. 

•«  P.  123. 

"P.  131. 

"  P.  130-31. 

•'  P.  129. 

•"  The  officer  of  marines,  the  member  of  Billy's 
court-martial  who  was  "the  most  reluctant  to  con- 
demn."  id.,  comprehends  the  centrality  of  Billys 
trial  and  execution  to  Veres  whole  existence.  See 
id.  True  to  the  theory  of  'considerate  communica- 
tion."  however,  see  section  III,  A  infra,  this  officer 
"kept  the  knowledge  to  himself. " 

••  P.  132. 

'°  L.  Fuller,  The  Morality  of  Law  40  (1964). 

' '  See  Weisberg.  Wigmores  Novels,  supra  note  5. 
at  19-20.  for  a  discusson  of  such  famous  trial 
scenes,  especially  those  in  W.  Shakespeare.  The 
Merchant  of  Venice  (Isl  Quarto  London  1600),  and 
F.  Dostoevski,  The  Brothers  Karamazov  <C.  Gar- 
nett  trans.  1937). 

'2  PP.  110-11. 

"See  text  accompanying  notes  102-06  infra. 

'«  Vere,  in  this  speech,  states  his  judicial  dilemma 
in  a  classically  jurisprudential  way;  *  *  •  The  judge 
claims  that  the  law  must  predominate  over  morali- 
ty when  the  two  conflict  but  the  law  is  "clear  ":  he 
conjures  the  possibility  of  a  precise  notion  of  the 
law  of  a  given  case  and  then  sees  a  direct  path  to 
professionalism  and  judicial  duty.  There  is  even 
some  pride  in  the  idea  of  being  forced  to  choose  ob- 
jective duty  over  personal  inclination:  "hard  cases" 
give  the  judge  a  chance  to  prove  he  is  a  profession- 
al. For  an  alternative  view  of  what  Vere  really  may 
be  doing  during  the  trial  scene,  see  notes  218.  253 
infra. 

"P.  102. 

"P.  96. 

"For  an  influential  model  for  such  approaches, 
see  Watson,  supra  note  9. 

'"  A  distinguished  Melville  scholar  tells  of  his 
early  days  in  the  field  during  the  mid-1950's  when 
he  took  the  then  "radical "  stand  that  Captain  Vere 
was  not  unambiguously  righteous  and  indeed 
shared  some  of  Claggart's  circumspect  evil.  The 
professional  audience  for  this  scholars  remarks 
would  grow  restive;  some  faces  turned  beet  red.  A 
very  private  chord  had  been  struck. 

"  Reich,  supra  note  10,  at  377-79. 

"' R.  Cover,  supra  note  4,  at  4.  Robert  Covers  an- 
alytical use  of  the  story  in  his  exceptional  study  of 
the  judicial  response  to  the  ante-bellum  slavery 
laws,  see  id.  at  2-6.  has  yet  to  be  fully  understood. 
"  Id.  at  4-6.  Shaw,  the  Chief  Judge  of  the  Massa- 
chusetts Supreme  Court  (famous  for  such  seminal 
torts  opinions  as  Brown  v.  Kendall,  60  Mass.  (6 
Cush.)  292  (1850)).  felt  he  had  to  apply  the  Fugitive 
Slave  Act,  ch.  60.  9  Stat.  462  (1850)  (repealed  1865). 
against  the  dictates  of  his  private  conscience,  as  he 
did  in  Thomas  Sims'  Case,  61  Mass.  (7  Cush.)  285 
(1851).  See  R.  Cover,  supra  note  4.  at  4-6,  249-52. 
Melville  was  no  doubt  influenced  by  having  so  dis- 
tinguished a  jurist  in  his  family.  Indeed.  Shaw  may, 
in  part,  have  been  a  model  for  Captain  Vere.  See  id. 
at  5-6. 
"  R.  Cover,  supra  note  4,  at  4. 
"  See  id.  at  4-5.  In  discussions  I  have  had  subse- 
quently with  Professor  Cover,  I  have  been  struck 
by  his  generous  appreciation  of  the  substantially 
different  approach  to  Vere  taken  here. 

•«  Casper,  The  Case  Against  Captain  Vere,  5 
Persp.  146  (1952).  Casper's  challenge  to  orthodoxy 
appeared  in  the  midst  of  this  country's  most  recent 
authoritarian  period. 

"The  mutiny  on  the  Somen  in  1842,  in  which 
Melville's  first  cousin,  Guert  Gansevoort.  was  a 
principal,  clearly  was  on  Melville's  mind  through- 


out his  life.  See  The  Somers  Mutiny  Affair  198  (H. 
Hayford  ed.  1959).  It  is  arguable  that  the  case, 
which  generated  "great  public  excitement"  when 
its  facts  became  known  J.  Snedeker,  A  Brief  Histo- 
ry of  Courts-Martial  55  (1954).  lay  at  the  heart  of 
the  novelist's  motivation  in  examining  the  vital 
legal  issues  raised  in  Billy  Budd,  Sailor,  it  merits  a 
significant  paragraph  within  the  novella's  pages, 
pp.  113-14.  The  relationship  of  Vere-Billy-Claggart 
was  paralleled  on  the  Somers  by  Mackenzie-Spen- 
cer-Wales: Wales  succeeded  in  ingratiating  himself 
with  Captain  Mackenzie  (who  had  an  active  antipa- 
thy for  Spencer)  by  reporting  Spencer's  mutiny 
plot.  See  Proceedings  of  the  Naval  Court  Martial  in 
the  Case  of  Alexander  Slidell  Mackenzie  202-06 
(New  York  1844)  (hereinafter  Mackenzie  Court- 
Martial).  Mackenzie  and  Vere  both  craved  secrecy. 
See  text  accompanying  notes  137-40  infra.  James 
Penimore  Cooper,  another  novelist  fascinated  by 
the  case,  said  of  Mackenzie  what  Melville  seems  to 
say  of  Vere:  "The  mental  obliquity,  so  very  obvious 
throughout  the  whole  of  the  affair,  renders  any  or- 
dinary analysis  of  human  motives  exceedingly  pre- 
carious. The  act  was,  unquestionably,  one  of  high 
moral  courage,  one  of  the  basest  cowardice,  one  of 
deep  guilt,  or  one  of  lamentable  deficiency  of  judg- 
ment." Cooper.  Review  of  the  Proceedings  of  the 
Naval  Court  Martial,  in  Mackenzie  Court-Martial. 
supra,  at  263.  344.  Both  Mackenzie  and  Vere  were 
questioned  on  board  about  the  justification  for 
their  summary  action  in  hanging  defendants  with- 
out right  of  appeal.  Mackenzie  Court-Martial. 
supra,  at  205:  both  received  the  blessing  of  a  man 
they  had  condemned  (three  men  were  hanged  on 
the  Somers).  id.  at  206;  newspaper  accounts  distort- 
ed both  situations  by  falsifying  facts  and  praising 
the  executioners,  id.  at  264-65. 

Some  have  argued  that  the  Somers  affair  may  not 
have  been  sufficiently  alive  in  Melville's  memory  to 
t>e  the  precise  inspiration  for  his  final  story.  See 
Hayford  &  Sealts,  supra  note  7.  iit  29-31.  But  see 
Rogin.  The  Somers  Mutiny  and  Billy  Budd.  Mel- 
ville in  the  Penal  Colony.  1  Crim.  Just.  Hist.  187. 
196  (1980)  (Billy  Budd  reimagined  family-based 
conflicts  which  the  Somers  mutiny  had  first 
brought  to  Melville's  fiction  in  White-Jacket).  As 
Rogin  notes,  however,  the  press  had  revived  the 
Somers  affair  during  the  period  when  Melville  was 
writing  Billy  Budd.  Sailor.  Id;  e.g..  Hanged  from 
the  Yard-Arm.  Albany  Times.  Aug.  2.  1890.  at  1.  col. 
3;  Argus.  May  17.  1886.  at  1.  col.  1.  In  any  case.  Hay- 
ford and  Sealts  acknowledge  that  the  Somers  inci- 
dent was  related  to  the  emergence  of  Captain  Vere 
and  the  trial  scene.  See  Hayford  &  Sealts.  supra 
note  7.  at  29-30. 

""H.  Melville.  White-Jacket  (London  1850).  5 
Writings  of  Herman  Melville  (H.  Hayford.  H. 
Porter  &  G.  Tanselle  eds.  1970). 

"'  Id.  at  303. 

»"  Casper,  supra  note  84,  at  149. 

"» Id.  at  150. 

»»Id. 

»'  Id.  at  151. 

•^M.  Bowen.  The  Long  Encounter  217-18  (I960). 

"  Ives,  supra  note  14. 

"  Ives  therefore  ask:  "Did  Melville  make  his  cap- 
tains  case  so  strong  that  the  problem  disap- 
peared?—so  strong  that  every  reasonable  captain 
would  have  acted  as  he  did?  If  so.  the  story  has  lost 
some  of  its  realistic  appeal.  Veres  position  was  ex- 
actly that;  he  said  that  he  had  no  choice  and  that, 
in  fact,  he  was  faced  with  no  problem  at  all.  I  be- 
lieve that  the  reader  is  mistaken  if  he  accepts 
Veres  position  at  face  value  "  Id.  al  32. 

"Id. 

»"  See  id.  at  35-36;  text  accompanying  notes  137- 
39  infra. 

»'  See  Ives,  supra  note  14.  at  32-34;  text  accompa- 
nying notes  187-89  infra. 

"See.  e.g..  Ives,  supra  note  14.  at  34  n.l4,  on  the 
custom  of  "leniency  in  cases  involving  the  death 
penalty  ...  in  the  early  days  of  the  Articles." 

»°  Id.  at  38. 

1 00  Thus,  critics  normally  avoid  the  specific  issue 
of  Veres  (questionable)  application  of  the  law  and 
prcxieed  to  discuss  the  novella  in  vaguer  terms  not 
so  tangibly  suggested  by  the  text.  For  example,  the 
story  is  analyzed  as  a  confrast  between  absolutism 
and  relativism,  e.g.,  Glick,  Expediency  and  Absolute 
Morality  in  Billy  Budd.  68  PMLA  103  (1953).  indi- 
vidual and  communal  needs,  e.g.,  Watson,  supra 
note  9;  Withim,  supra  note  9,  or  irmocence  and  ma- 
turity, e.g.,  R.  Mason,  The  Spirit  Above  the  Dust 
245-60(1951). 

101  Ives  suggests  this  is  the  case;  "Thfe  customs  of 
the  sea  did  not  require  (Billy's  hanging!;  and  the 


Articles  of  War  provided  only  a  deceptive  excuse 
for  the  exercise  of  Vere's  extraordinary  'priestly 
motive.'  which,  as  Melville  suggests  at  the  besin- 
ning  of  Chapter  XXII  (sic."  XX n.  may  well  have 
contained  the  elements  of  true  insanity,"  Ives, 
supra  note  14,  al  39;  see  id.  at  35. 

•o'Who  in  the  rainbow  can  draw  the  line  where 
the  violet  tint  ends  and  the  orange  tint  begins?  Dis- 
tinctly we  see  the  difference  of  tht  colors,  but 
where  exactly  does  the  one  first  blendir^dy  enter 
into  the  other?  So  with  sanity  and  insanity.  In  pro- 
nounced cases  there  is  no  question  about  them.  But 
in  some  supposed  cases,  in  various  degrees  sup- 
posedly less  pronounced,  to  draw  the  exact  line  of 
demarcation  few  will  undertake.  ...  P.  102.  This 
passage  echoes  Melville's  comments  about  "a  cer- 
tain X"  earlier  in  the  tale.  See  pp.  74-76;  text  ac- 
companying note  43  supra. 

'O'P.  102. 

'"*  Id.  The  surgeon  expresses  his  concern  Jiut 
before  we  enter  chapter  21.  the  trial  scene. 

""See.  e.g.,  Reich,  supra  note  10.  at  378. 

'°«Pp.  113-14. 

10'  See  Ives,  supra  note  14.  at  35-36. 

""  Melville,  explicitly  as  well  as  tonally,  invites 
informed  inquiries  into  his  complex  tale's  meaning. 
It  seems  to  our  reading  to  be  insufficient,  given  the 
narrator's  equivocal  tone  and  overt  advice  ■that 
each  reader  "must  determine  for  himself"  an  expla- 
nation of  Vere's  behavior,  p.  102.  merely  to  accept 
Veres  statements  at  face  value;  since  Melville's  nar- 
rator, and  his  biography,  ground  the  trial  scene  in  a 
material  setting  of  legal  custom,  history,  and  prece- 
dent, it  would  be  foolish  to  ignore  the  lessons  of 
considerate  communication  and  to  rest  easy  with 
superficial  explanations.  There  is  too  much  inter- 
nal evidence  tending  to  demonstrate  Melvilles  in- 
tention thai  every  word  used  by  Vere— and  particu- 
larly every  allusion  to  law  or  to  theories  of  commu- 
nication—be thoroughly  explored. 

Without  this  painstaking  process  we  will  never 
arrive  at  the  story's  "higher"  (symbolic,  allegorical) 
meanings.  These  latter  meanings  must  be  ap- 
proached with  the  care  mandated  by  the  text's  sub- 
tlety. As  C.B.  Ives  put  it  20  years  ago:  "Allegory  is 
often  so  patent  in  Billy  Budd  that  many  critics 
have  found  in  the  novel  not  a  story  but  Melville's 
philosophical  generalizations  about  man  s  fate  and 
others  have  read  the  book  as  a  statement  regarding 
the  nature  of  the  struggle  between  good  and  evil.  It 
seems  to  me.  however,  that  the  novel  contains  real- 
istic elements  worth  examining  and  that  one  of 
these  is  Captain  Veres  appeal  to  the  Articles  of 
War  to  justify  his  hanging  Billy"  Ives,  supra  note 
14.  at  31.  Melville  refrains  here,  m  his  final  pains- 
taking creative  deed,  from  offering  his  reader 
simple  and  self-satisfying  resolutions  to  enormously 
complicated  cultural  problems.  We  must,  in  the 
first  instance,  come  to  grips  with  the  text. 
•o'Pp.  101-02. 

•1°  Melville  knew  British  and  American  naval 
statutes  well  not  only  because  of  his  lifelong  fasci- 
nation with  .>:ailors,  but  also  as  a  result  of  having 
served  in  1843  and  1844  on  a  naval  vessel  upon 
which  the  applicable  American  statute  was  read  in 
full  at  frequent  intervals.  Sec  N  Arvin.  Herman 
Melville  72  (1950):  Then,  on  the  first  Sunday  of 
every  month  he  would  take  part  with  .the  rest  of 
the  crew  in  the  "muster  round  the  capstan  ";  pass- 
ing in  review  before  the  officers,  being  inspected  by 
them,  and  listening-  Melville,  with  angry  rebellion 
in  his  heart— to  a  reading  of  the  grim  Articles  of 
War- 
Thus,  in  an  earlier  work.  Melville  carefully  recit- 
ed, and  criticized,  .specific  provisions  of  the  statute 
governing  the  American  navy.  See  H.  Melville. 
White-Jacket,  supra  note  86.  -304.  In  a  histori- 

cal note  to  this  portion  of  his  story.  Melville  ob- 
served that  these  Articles  "may  be  found  in  the 
second  volume  of  the  United  States  Statutes  at 
Large."  under  chapter  xxxiii  "  Id.  at  298  n.  *:  see 
note  128  infra  He  referred  also  to  the  British  Arti- 
cles, those  enacted  "in  the  twenty-second  year  of 
the  reign  of  George  the  Second"  H.  Melville,  supra, 
at  298  n.  •;  see  note  112  infra.  Although  less  overt, 
the  older  Melville  was  no  less  knowledgeable.  For  a 
fine,  detailed  analysis  of  Melville  s  lifelong  inquiry 
into  the  use  and  abuse  of  the  American  Artlcles.(ln- 
cluding  a  source-guide  to  Melville's  wide  reading  on 
the  subject),  see  H.  Vincent.  The  Tailoring  of  Mel- 
ville's White-Jacket  90.  103-06  (1970)  But  see  E.  Ro- 
senberry.  Melville  112  (1979).  Rosenberry  agrees 
that  "neither  Mackenzie's  action  nor  Vere's  .  .  was 
required  or  even  sanctioned  by  law,"  id.,  but  (oddly, 
considering  the  novelist's  biography)  concludes 
that    "Melville  tampered  with  history,  or  simply 
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worked  from  Inadequate  research  ...  in  establish- 
ing the  legal  framework  of  his  plot,"  id. 

In  addition,  as  noted  previously.  Melville's  inter- 
est in  legal  matters  was  also  informed  by  the 
Somen  mutiny,  see  note  BS  supra,  and  by  his 
father-in-law  Lemuel  Shaw's  experience  with  the 
Fugitive  Slave  Act.  see  note  81  supra.  Further.  Mel- 
ville maintained  an  active  interest  in  current  legal 
matters.  The  infamous  Haymarket  trials,  held 
toward  the  end  of  Melville's  life,  may  well  have 
reinspired  him  to  treat  the  essential  moral  issues  so 
frequently  encapsulated  in  courtroom  dramas.  See 
WalUce,  Billy  Budd  and  the  Haymarket  Hangings. 
47  Am.  Uterature  108.  109-13  (1975). 

•"P.  101. 

"»  22  Geo.  2.  ch.  33  (repealed  1860). 

'"See  note  110  supra.  An  American  historian  of 
the  British  Articles  reports:  "It  was  ordered  that 
the  articles  be  read  openly  twice  each  week. "  J. 
Snedeker.  supra  note  85.  at  44.  A  typical  contempo- 
rary American  naval  statute  was  "to  be  hung  up  in 
some  public  places  of  the  ship,  and  read  to  the 
ship's  company  once  a  month."  Rules  for  the  Regu- 
lation of  the  Navy  of  the  United  Colonies.  3  J.  Con- 
tinental Cong  3J8.  329  (1775)  (W.  Ford  ed.  1905). 
The  comparable  American  military  statute  was  to 
be  read  and  published  once  in  every  two  months,  at 
the  head  of  every  regiment,  troop  or  company,  mus- 
tered, or  to  be  mustered  in  the  service  of  the  United 
States."  Articles  of  War.  5  18.  art.  1.  5  J.  Continen- 
tal Cong.  788.  806  (1776)  (W.  Ford  ed.  1906). 

'■'Articles  of  War  of  1749.  22  Geo.  2.  ch.  33,  1 2. 
122  (repealed  1860). 

'"See  text  accompanying  notes  169-99  infra. 

"•F.  HI. 

'"See  note  197  infra. 

"■See  J.  Snedeker.  supra  note  85.  at  45. 

"•P.  101. 

>'•>  Articles  of  War  of  1749,  22  Geo.  2.  ch  33.  55  6- 
10  (repealed  1860). 

'"  Id.  511 

'"P.  101. 

'"  Section  19  provides  in  relevant  part: 

lAlnd  if  the  said  court  shall  have  been  held 
beyond  the  narrow  seas,  then  such  sentence  of 
death  shall  not  be  carried  into  execution  but  by 
order  of  the  commander  of  the  fleet  or  squadron 
wherein  sentence  was  passed:  and  in  cases  where 
sentence  of  death  shall  be  passed  in  any  squadron, 
detached  from  any  other  fleet  or  squadron  upon  a 
separate  service,  then  such  sentence  of  death 
(except  in  cases  of  mutiny)  shall  not  be  put  in  exe- 
cution, but  by  order  of  the  commander  of  the  fleet 
or  squadron  from  which  such  detachment  shall 
have  been  made,  or  of  the  lord  high  admiral,  or 
commissioners  for  executing  the  office  of  lord  high 
admiral.  .  .  . 

Articles  of  War  of  1749.  22  Geo.  2.  ch.  33.  5  19  (re- 
pealed 1860) 

Billy  was  impressed  onto  the  Bellipolent  as  it  was 
heading  out  to  sea.  pp.  44-45.  to  join  the  Mediterra- 
nean fleet,  p.  54.  The  ship  was  on  "detached  serv- 
ice"  from  that  fleet,  beyond  the  Narrow  Seas,  the 
channels  separating  Great  Britain  from  the  Conti- 
nent and  from  Ireland,  when  the  events  in  the 
story  occurred.  Pp.  54.  90.  129.  Captain  Vere  was 
therefore  obliged  to  refer  the  case  to  either  the  ad- 
miral or  the  commander  of  the  Mediterranean 
fleet. 

"'Provided  always,  and  be  it  further  enacted. 
That  no  person  or  persons  not  flying  from  justice, 
shall  be  tried  or  punished  by  any  court-martial  for 
any  offence  to  be  committed  against  this  act,  unless 
the  complaint  of  such  offence  t>e  made  in  writing  to 
the  lord  high  admiral,  or  to  the  commissioners  for 
executing  the  office  of  lord  high  admiral  for  the 
time  being,  or  any  commander  in  chief  of  his  Maj- 
esty's squadrons  or  ships  impowered  to  hold  courts- 
martial,  or  unless  a  court-martial  to  try  such  of- 
fender shall  t>e  ordered  by  the  said  lord  high  admi- 
rml,  or  the  said  commissioners,  or  the  said  com- 
mander in  chief.  .  .  . 

Articles  of  War  of  1749,  22  Geo.  2,  ch.  33.  5  12  (re- 
pealed 1860). 

'"See  note  123  supra:  see  also  I  J.  McArthur, 
Principles  and  Practices  of  Naval  and  Military 
Courts  Martial  67-66  (4th  ed.  London  1813)  (1st  ed. 
London  1792). 

"*8ee  note  123  supra:  I  J.  McArthur,  supra  note 
125,  at  67-68.  For  a  typical  contemporary  American 
equivalent  of  this  provision,  see  Rules  for  the  Regu- 
lation of  the  Navy  of  the  United  Colonies,  3  J.  Con- 
tinental Cong.  378.  378  (1775)  (W.  Ford  ed.  1905). 

'"P.  112. 

■••Articles  of  War  of  1749,  22  Geo.  2,  ch.  33, 
11 13-14  (repealed  1860).  The  Articles  retained  the 


customary  minimum  of  five,  but  apparently  altered 
the  maximum  from  the  traditional  nine  to  13.  occa- 
sioning some  debate.  See  14  Pari.  Hist.  Eng.  416-17 
( 1749).  The  higher  number  seemed  easier  to  achieve 
than  it  might  appear,  for  naval  custom  "obliges 
every  captain  who  comes  in  sight  of  the  [court-mar- 
tial] flag  to  go  on  board  and  take  his  place  in  the 
court."  Id.  at  416.  In  America,  the  numbers  five  and 
13  were  the  clear  tradition:  any  captain  operating 
under  naval  law  would  have  known  them.  See,  e.g.. 
Act  for  the  Better  Government  of  the  Navy.  ch.  33. 
art.  35.  2  Stat.  45,  50  (1800)  (repealed  1950).  For  the 
equivalent  army  provisions,  see.  e.g..  Act  of  May  31, 
1786.  art  1.  30  J.  Continental  Cong.  316.  316  (J.  Pitz- 
Patrick  ed.  1934)  (repealed  1874). 

■"  Articles  of  War  of  1749.  22  Geo.  2.  ch.  33.  5  14 
(repealed  1860). 

""P.  111. 

'"P.  104. 

'■"Id.  Melville,  again,  may  be  adverting  to  the 
Somers  matter,  in  view  of  the  three  defendants 
there.  See  note  85  supra. 

"'P.  104.  The  disjunction  of  sailors  and  marines 
apparently  was  a  tradition  on  naval  courts-martial. 
See.  e.g..  U.S.  Dep't  of  the  Navy.  Naval  Courts  and 
Boards  5  405  (1917)  [hereinafter  Naval  Courts  and 
Boards]:  "When  a  marine  is  to  be  tried  by  summary 
court-martial,  one  or  more  marine  officers  shall,  if 
practicable,  be  detailed  as  members  of  the  court  " 
Melville  may  stress  this  detail  because  Vere's  land- 
oriented  personality  again  is  coming  to  the  fore.  Al- 
though Billy  is  a  sailor,  Vere  feels  more  comforta- 
ble with  a  marine  officer  on  the  court.  It  is  this  of- 
ficer, we  should  recall,  who  is  at  Vere's  deathbed 
later  when  he  mumbles  "Billy  Budd,  Billy  Budd  " 
P.  129.  He  may  be  one  of  several  "Melville  figures" 
in  the  text. 

"'  Writing  about  English  naval  law  of  the  period, 
McArthur  observes:  [A]  captain  or  commander  of 
any  of  his  majesty's  ships  or  vessels,  has  the  power 
of  inflicting  punishment  upon  a  seaman  in  a  sum- 
mary manner  for  any  faults  or  offences  committed, 
contrary  to  the  rules  of  discipline  and  obedience  es- 
tablished in  the  navy;  this  power  the  framers  of  our 
naval  articles  and  orders  wisely  considered  prefera- 
ble to  establishing  inferior  courts  martial  for  trying 
trivial  offences,  as  calculated  less  to  obstruct  his 
majesty's  service  at  sea.  and  as  carrying  more 
promptly  into  execution  the  rules  and  articles  laid 
down  for  its  regulation. 

Moreover,  the  prompt  punishment  of  trivial  of- 
fences is  attended  with  salutary  effects  in  the  disci- 
pline of  a  ship,  and  from  the  public  example  makes 
a  great  impression  on  seamen's  minds,  thereby  de- 
terring them  from  commitlmg  greater  crimes. 

By  the  4th  article  of  the  Old  Printed  Instruc- 
tions, a  captain  was  not  authorized  to  punish  a 
seaman  beyond  12  lashes  upon  his  bare  back,  with  a 
cat-of-nine-tails;  but.  if  the  fault  should  deserve  a 
greater  punishment,  he  was  directed  to  apply  for  a 
court  martial. 

J.  McArthur.  supra  note  125.  at  162-63. 

"*See  Articles  for  the  Government  of  the  Navy, 
Rev.  Stat.  5  1624.  art.  26,  27.  reprinted  in  18  Stat. 
274,  281  (1874)  (repealed  1950):  see  also  Naval 
Courts  and  Boards,  supra  note  133.  55  407.  412.  417. 

"•Article  for  the  Government  of  the  Navy.  Rev. 
Stat.  5  1624.  art.  26.  reprinted  in  18  Stat.  274,  281 
(1874)  (repealed  1950):  Naval  Courts  and  Boards, 
supra  note  133,  5  412. 

'^'  Ives,  supra  note  14,  at  36  n.22  (quoting  Regula- 
tions and  Instructions  Relating  to  His  Majesty's 
Service  at  Sea  art.  3  (11th  ed.  1772)). 

'"Naval  Courts  and  Boards,  supra  note  133. 
5  217.  The  Rules  for  the  Regulation  of  the  Navy  of 
the  United  Colonies.  3  J.  Continental  Cong.  328 
(1775)  (W.  Ford  ed.  1905).  was  the  first  American 
statute  for  the  governance  of  the  navy.  The  next 
comprehensive  revision  was  the  Act  for  the  Better 
Government  of  the  Navy.  ch.  204.  12  Stat.  600 
(1862)  (repealed  1950).  This  statute  remained  essen- 
tially unchanged  until  the  major  overhaul  of  mili- 
tary and  naval  law  in  1950.  Uniform  Code  of  Mili- 
tary Justice,  ch.  169.  64  Stat.  107  (1950)  (current 
version  at  10  U.S.C.  55  801-940  (1976  &  Supp.  IV 
1980)).  See  96  Cong.  Rec.  1353  (1950)  (remarks  of 
Sen.  Kefauver):  see  alsl  E.  Byrne.  Military  Law  1-16 
(3d  ed.  1981).  Thus,  the  1917  handbook  is  a  compi- 
lation of  the  naval  law  with  which  Melville  was  fa- 
miliar. 

■"P.  103. 

■*°See  test  accompanying  notes  366-67  infra. 

■•'Pp.  109-10. 

■•'Articles  of  War  of  1749.  22  Geo.  2,  ch.  33.  5  7 
(repealed  1860):  see  14  Pari.  Hist.  Eng.  411  (1749). 
Apparently,  opponents  of  the  Articles  felt  that 


"[tlo  pretend  that  the  chief  commander,  by  lielng 
president,  may  influence  the  court  to  do  as  he 
pleases,  is  contrary  to  experience."  Id.  As,  presum- 
ably, did  the  proponents  of  the  statute,  Melville 
strongly  disagreed:  Vere's  control— even  when  he  is 
not  speaking— is  felt  throughout  the  trial.  As  sole 
witness,  and  as  the  unmatched  authority  figure  on 
the  ship,  he  should  surely  have  withdrawn  after  of- 
fering his  testimony,  as  the  law  required. 

'•'A  1917  naval  handt>ook,  for  example,  gives  the 
accused  in  general  and  summary  courts-martial  the 
right  to  challenge  any  member  of  the  Board.  Naval 
Courts  and  Boards,  supra  note  133,  Si  277,  427.  The 
handbook  states  that  "care  t>e  exercised  in  selecting 
the  personnel  of  a  court,"  id.  5  406,  and  provides 
that:  "A  challenge  upon  the  ground,  admitted  or 
proven,  that  a  member  preferred  the  charges  or  is  a 
material  witness  in  support  thereof.  .  .  should  be 
sustained  by  the  court."  Id.  5  278. 

Similarly,  the  American  Articles  of  War  of  1874 
(governing  armies)  prescribes  that  any  commanding 
officer  of  any  army  may  appoint  a  court-martial.  It 
adds:  "But  when  any  such  commander  is  the  accus- 
er or  prosecutor.  .  .  the  court  shall  be  appointed  by 
the  President.  .  .  . "  Articles  of  War.  Rev.  Stat. 
5  1342.  art.  72,  reprinted  in  18  SUt.  228,  236  (1874) 
(repealed  1920).  More  recently,  an  army  officers' 
handt)Ook  specifically  states  that  "an  officer  is  le- 
gally incompetent  if  he  is  the  accuser  or  witness  for 
the  prosecution.  .  .  .  Should  the  accuser  sit  on  the 
court  the  trial  is  a  nullity."  F.  Munson  Sc  W. 
Jaeger.  Military  Law  and  Court-Martial  Procedure: 
Army  Officers'  Blue  Book"  13  (1941).  Again,  the 
accused  may  challenge  (and  upon  proof,  automati- 
cally procure  the  removal  of)  a  court  member  who 
is  either  the  accuser  or  a  witness  for  the  defense  or 
procesution,  id.  at  49:  the  defendant  is  in  fact  usual- 
ly powerless  even  to  waive  objections  based  on  such 
dual  role  playing,  id.  at  50. 

'••  See  section  III.  A  infra. 

'•'P.  112. 

'••Id. 

'•'  Articles  of  War  of  1749.  22  Geo.  2.  ch.  33.  5  2. 
H  22  (repealed  1860). 

""Id.  1120. 

"'Billy  has  failed  to  inform  on  "the  stranger" 
who  tempts  him  with  lucre  if  he  will  join  other  "im- 
pressed ones"  to  do  some  unnamed  mischief.  P.  82. 
The  stranger  probably  has  been  dispatched  by 
Claggart.  but  the  naive  Billy  does  not  suspect  this. 
Since  the  stranger,  whom  Billy  forthwith  rebuffs, 
does  not  specifically  mention  mutiny,  the  foretop- 
mans  failure  to  inform  might  not  have  been  action- 
able even  if  it  had  come  to  light,  although  Melville 
apparently  thought  it  would  be.  See  pp.  106-07.  In 
any  event,  the  incident  serves  to  demonstrate  again 
Billy's  essential  loyalty  as  well  as  his  inclination  to 
handle  troublemakers  himself  instead  of  becoming 
an  informer. 

""Articles  of  War  of  1749.  22  Geo.  2,  ch.  33.  5  2. 
n  20  (repealed  1860). 

""John  McArthur.  in  his  classic  text,  recapitu- 
lated the  opponents'  basic  position: 

But  when  we  consider  the  infirmities  inseparable 
from  human  nature,  which  abound  even  in  the 
most  upright  hearts— the  unguarded  moments  of 
passion,  which  at  times  no  prudence  or  circumspec- 
tion can  govern,  and  the  numl)erless  unforeseen 
causes  which  may  suddenly  arise  amidst  the  fluctu- 
ating humours  and  caprices  of  mankind,  it  is  de- 
voutly to  be  wished,  that,  on  a  legislative  revision  of 
this  article,  a  discretionary  power  may  be  vested  in 
a  court  martial  to  inflict  death,  or  such  other  pun- 
ishment as  the  criTne.  from  the  palliating  circum- 
stances attending  it.  shall  merit 

Indeed  this  is  so  essentially  requisite  towards  the 
administration  of  justice,  that  the  omission  of  this 
discretionary  power  must  have  proceeded  from 
oversight  and  not  from  intention:  for,  it  is  to  be  ob- 
served, that  the  original  article  on  this  subject  in- 
troduced by  the  statute  13  Charles  II.  c.  9.  contains 
the  discretionary  alternative  alluded  to.  and  is  dis- 
tinguished by  its  conciseness  and  simplicity.  The 
words  are.  "^none  shall  presume  to  quarrel  with  any 
superior  officer  upon  pain  of  severe  punishment, 
nor  to  strike  any  such  person  upon  pain  of  death, 
or  otherwise  as  a  court  martial  shall  find  the 
matter  to  deserve. " 

1  J.  McArthur.  supra  note  125,  at  70-71  (emphasis 
added). 

' "  See  J.  Snedeker,  supra  note  85.  at  47. 

'"Id. 

'••Beginning  at  least  in  White-Jacket  (London 
1850),  Melville  drew  on  actual  historical  sources  to 
make  the  point  in  his  fiction  that  the  practice  or 
custom  of  punishment  on  board  naval  vessels  often 
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differed  from  the  letter  of  the  law.  See  H.  Vincent, 
supra  note  110,  at  99-102. 

'"These  rules,  the  first  regular  •Articles  of 
War"  for  the  British  Navy,  were  adopted  in  1649 
and  recast  and  applied  to  all  British  naval  forces  in 
1652.  Essentially,  the  rules  codified  traditional 
naval  practice.  See  J.  Snedeker.  supra  note  85.  at 
46.  The  code  is  "the  formal  ancestor  of  all  British 
and  American  naval  articles. "  Id. 

■"Id. 

'"  See  text  accompanying  notes  122-27  supra. 

'"  J.  Snedeker.  supra  note  85,  at  46. 

'"  1  J.  McArthur,  supra  note  125,  at  164  (quoting 
the  New  Regulations  and  Instructions  for  the  Navy 
(1806)). 

'•0  See  text  accompanying  notes  122-27  supra. 

""  See  1  J.  McArthur,  supra  note  125,  at  67-68. 

'•2  D.  Walker,  Military  Law  108  (1954):  "Cases  re- 
sulting (under  the  earliest  American  Articles  for 
the  Government  of  the  Navy]  in  dismissal  of  an  of- 
ficer or  in  the  death  penalty  required  Presidential 
confirmation  prior  to  execution."  See  generally  W. 
Winthrop,  Military  Law  and  Precedents  48-56  (2d 
rev.  ed.  1920)  (army  courts-martial). 

■  •3  The  policy  behind  these  high-level  reviews  of 
severe  sentences  in  courts-martial  is  adequately  ex- 
pressed in  the  following  passage  from  a  handbook 
prepared  for  United  States  Army  officers: 

Until  the  sentence  of  a  court-martial  has  been  ap- 
proved by  the  proper  commanding  officer,  it  is  not 
effective.  This  follows  logically  from  the  fact  that 
these  tribunals  are  adjuncts  to  the  executive  power, 
rather  than  part  of  the  judicial  function.  .  .  .  Nev- 
ertheless, courts-martial  must  carry  out  their  duties 
in  a  judicial  manner— fundamental  principles  of 
justice  and  rules  of  law  and  of  evidence  must  be  ad- 
hered to  even  as  in  courts  of  civil  law. 

P.  Munson  &  W.  Jaeger,  supra  note  143,  at  16. 

'•»  See  note  85  supra. 

'"For  more  on  Gansevoort.  see.  e.g..  Anderson. 
The  Genesis  of  Billy  Budd,  12  Am.  Literature  329 
(1940):  Rogin.  supra  note  85.  at  197-98.  Gansevoort. 
a  lieutenant  on  the  Somers,  jointed  with  Mackenzie 
in  recommending  execution  for  the  three  sailors. 

'"•  See  Rogin.  supra  note  85,  at  197. 

'•'Pp.  59-60. 

'•"  See  1  J.  McArthur,  supra  note  125,  at  163. 

"'Interestingly,  in  American  army  law.  there 
was  some  movement  toward  allowing  the  convening 
officer  to  execute  even  a  serious  sentence  in  time  of 
war.  See  Articles  of  War.  ch.  20.  art.  65.  2  Stat.  359. 
367  (1806)  (repealed  1830).  Article  89  of  the  same 
statute,  however,  gave  that  same  convening  officer 
"power  to  pardon  or  mitigate  .  .  .  tor.  in  capital 
cases]  he  may  suspend,  until  the  pleasure  of  the 
President  of  the  United  States  can  be  known."  Id. 
art.  89.  2  Stat,  at  369-70.  Vital  here  is  the  discretion 
allowed  the  convenor.  And,  in  any  case,  the  conven- 
ing officer's  power  was  short-lived.  This  portion  of 
article  65  was  repealed  by  Act  of  May  29.  1830.  ch. 
179,  4  Stat.  417,  417,  and  the  statute  again  came  to 
insist  on  presidential  review  of  death  sentences, 
with  the  usual  exception  for  wartime  mutineers. 
See  Act  of  July  17,  1862,  ch.  201,  §5,  12  SUt.  597, 
598.  as  amended  by  Act  of  Mar.  31,  1863,  ch.  75, 
:  21,  12  SUt.  731,  735  (repealed  1950). 

"°P.  IIO. 

'"P.  HI. 

'"In  rhetorical  terms,  such  a  statement  dupli- 
cates the  device  used  by  Vere  in  the  famous  passage 
from  the  same  lengthy  speech:  "Well,  the  heart 
here,  sometimes  the  feminine  in  man,  is  as  that  pit- 
eous woman,  and  hard  though  it  be,  she  must  here' 
be  ruled  out."  Id. 

'"  W.  Birkhimer,  Military  Govenunent  and  Mar- 
tial Law  375  (3d  ed.  1914). 

"•  As  one  military  law  expert  puts  it:  "It  is  be- 
cause an  appreciation  of  the  importance  of  necessi- 
ty as  the  underlying  justification  is  so  essential  to 
understanding  of  the  principles  of  martial  law  that 
the  point  is  so  strongly  emphasized  here."  P. 
Weiner.  A  Practical  Manual  of  Martial  Law  16 
(1940). 

">  C.  Fairman,  The  Law  of  Martial  Rule  19  (2d 
ed,  1943). 
"•  See  W.  Birkhimer,  supra  note  173.  at  404. 
'"Id.  at  416. 

"•  Ives,  supra  note  14,  at  33. 
"•  See  text  accompanying  notes  106-07  supra. 
>•»  See  C.  Fairman,  supra  note  175,  at  50-63  (no 
mention  of  the  late  eighteenth  century  as  among 
those  periods  in  English  history  compelling  fre- 
quent use  of  martial  law).  Ireland,  which  experi- 
enced British  martial  rule  in  I798-I799,  was  an  ex- 
ception. See  Id. 

'•'  The  phrase  is  from  a  purported  "Preface"  to 
the  story  to  be  found  in  many  earlier  versions  of 


Billy  Budd.  Sailor.  Hayford's  and  Sealts'  research 
indicated  that  the  "Preface"  did  not  belong  in  Mel- 
ville's final  version  at  all.  See  Hayford  &  Sealts. 
supra  note  at  18-19.  Yet.  the  phrase  lends  irisight 
into  the  larger  meanings  of  the  story,  meanings 
that  must  build  on  the  kind  of  analysis  presented  in 
this  paper,  but  that  we  cannot  explore  fully  at  his 
time.  See  text  accompanying  notes  389-95  infra. 

'"Seep.  59. 

'"Pp.  59-60. 

'"  We  shall  later  recall  Melville's  suspicion  of  ad- 
judicators who  counsel  breach  of  legal  form  in  the 
name  of  "necessity. "  See  text  accompanying  notes 
214-49  infra. 

">  F.  Weiner.  supra  note  174,  at  16.  Weiner  con- 
tinues: 

As  a  distinguished  soldier-jurist  [Holmes]  has 
said.  "We  need  education  in  the  obvioiis  more  than 
investigation  of  the  obscure."  Now.  viewed  in  the 
light  of  the  principle  of  necessity,  martial  law  is 
nothing  more  and  nothing  less  than  an  application 
of  the  common  law  doctrine  that  force,  to  whatever 
degree  necessary,  may  be  used  to  repress  illegal 
force. 

Id.  at  16-17.  Did  Billy  in  any  way  still  threaten  il- 
legal force? 

'""  As  Leonard  Casper  has  noted,  Melville's  inter- 
est in  the  Somers  case,  see  note  85  supra,  indicates 
a  concern  with  the  question  "just  how  necessary  is 
necessity?"  See  Casper,  supra  note  84.  at  149.  As  ap- 
plied to  Billy's  case.  Holmes'  "education  in  the  obvi- 
ous," see  note  185  supra,  would  have  led  to  no  more 
than  imprisonment  until  the  fleet  was  rejoined. 

""  Ives,  supra  note  14.  at  32. 

'""  Hayford  &  Sealts,  Notes  St  Commentary  to  H. 
Melville,  Billy  Budd.  Sailor  181  (H.  Hayford  it  M. 
Sealts  eds.  1962). 

'••The  statute  controls  "every  person  being  in 
Their  Majestyes  Service  in  the  Army  .  .  .  who  shall 
.  .  .  excite,  cause,  or  joyne  in  any  mutiny  or  sedi- 
tion in  the  Army  "  Mutiny  Act.  1  W.  &  M..  ch.  5.  S  1 
(1689).  Except  for  a  few  brief  intervals,  the  Mutiny 
Act  was  reenacted  annually  until  1879.  when  it  was 
merged  with  the  Articles  of  War  of  1749  to  form 
the  Army  Discipline  Act,  42  &  43  Vict.,  ch.  33  (1879) 
(repealed  1881).  See  W.  Winthrop.  supra  note  162. 
at  20. 

As  to  the  possibility  that  this  is  Melville's  unin- 
tended error,  perhaps  b:ised  on  the  1879  merging  of 
the  two  statutes,  see  pp.  113-14.  But  even  Hayford 
and  Sealts  speculate  that  Melville  may  have  delib- 
erately had  Vere  apply  military  rather  than  naval 
law.  See  Hayford  &  Sealts.  supra  note  188.  at  181. 
And  evocative  in  the  use  of  the  term  "Mutiny  Act." 
whether  the  error  be  (atypically)  Melville's  or 
Veres,  is  both  the  continuing  indication  of  Vere's 
attraction  to  the  land  and  his  use  of  the  phrase  to 
imply,  covertly,  that  "mutiny "  is  actually  a  Part  of 
the  instant  litigation.  See  notes  192,  223  infra. 

""  "War  looks  but  to  the  frontage,  the  appear- 
ance. And  the  Mutiny  Act.  War's  child,  takes  after 
the  father.  Budd's  intent  or  non-intent  is  nothing 
to  the  purpose.  "  P.  112.  Vere  earlier  (erroneously) 
noted:  "We  proceed  under  the  law  of  the  Mutiny 
Act."  P.  111. 
'»'  See  note  110  supra. 

'"The  strong  inference  from  all  the  evidence  is 
that  Melville  was  conscious  of  every  single  legal 
detail  (including  Vere's  mistakes  and  omissions)  in 
this  story.  See.  e.g..  note  110  supra:  see  also  note 
223  infra.  For  a  view  contra,  see  Hayford  Si  Sealts. 
supra  note  188.  at  176.  I  can  only  assume  that  the 
editors,  despite  some  of  their  own  research  indicat- 
ing the  biographical  and  literary  logic  of  assuming 
Melville's  expertise  in  naval  law  and  history,  were 
not  prepared  to  deal  with  the  ramifications  of  that 
logic,  ptu'ticularly  since  the  thrust  of  their  compen- 
dious notes  is  pro-Vere,  see,  e.g..  id.  at  175-77  (Hay- 
ford's  and  Sealts'  comments  to  their  notes  223.  241- 
42). 
"'  See  text  accompanying  notes  145-46  supra. 
'••P.  112. 

'•'See  Articles  of  War  of  1749.  22  Geo.  2.  ch.  33. 
§  2.  H  28  (repealed  1860)  ("All  murders  committed 
by  any  person  in  the  fleet,  shall  be  punished  with 
death  by  the  sentence  of  a  courtmartial."). 

'••Of  course,  Vere  is  not  here  actually  charging 
Billy  with  homicide.  Nevertheless,  he  deploys  this 
sut>stantive  law  to  explain  the  risks  of  leniency  and 
to  assuage  doubts  about  the  necessity  for  the  hang- 
ing. 

'•'Even  Vere'ii  interpretation  of  the  Articles  of 
War  is  open  to  question.  The  applicable  section 
speaks  of  striking  a  superior  officer  "being  in  the 
execution  of  his  office."  Articles  of  War  of  1749,  22 
Geo.  2,  ch  33.  {  2,  »  22  (repealed  1860).  This  phrase 


leaves  room  for  interpretation.  Claggart.  arguably, 
was  not  "executing  his  office"  when,  out  of  person- 
al animus  unrelated  to  official  duty,  he  lied  to  his 
captain  about  a  crewman's  loyalty.  Although  Vere 
was  unaware  of  all  the  facts,  he  decided  not  to 
pursue  his  suspicions  about  Claggart.  See  pp.  94-96. 
Had  Vere  inquired  into  the  full  circumstances  of 
the  case,  he  might  have  discovered  the  incident  in 
which  Claggart's  henchman  vainly  tempts  Billy  to  . 
mutiny,  pp.  80-83,  a  violation  of  {  2.  T  19  of  the  Ar- 
ticles (endeavor  to  make  mutinous  assembly),  as 
well  as  Claggart's  bad  faith  in  informing  on  Billy. 

The  significance  of  Vere's  refusal  to  contemplate 
Claggart's  role  in  the  matter  is  heightened  by  his 
apparent  earlier  omission  to  stcear  in  the  members 
of  the  court.  Section  16  of  the  Articles,  which  sup- 
plies the  statutory  text  for  the  oath,  expressly 
charges  members  of  a  court-martial  to  "duly  admin- 
ister justice  according  to  [their]  consciencefsl"  in 
"any  case  [that]  shall  arise,  which  is  not  particular- 
ly mentioned  in  the  said  articles  and  orders.  "  Arti- 
cles of  War  of  1749,  22  Geo.  2,  ch.  33.  {  16  (repealed 
1860).  See  generally  1  J.  McArthur.  supra  note  125. 
at  368.  374  (necessity  for  oath  since  time  of  King 
William:  relationship  of  oath-taking  to  secrecy);  D. 
Walker,  supra  note  162.  at  108  (American  proce- 
dures "copied  almost  verbatim  from  the  contempo- 
rary English  laws").  Had  Vere  pursued  Claggarts 
role  in  the  matter.  Billy's  case  might  have  been 
thrown  into  the  domain  of  conscience:  it  would  not 
fall  under  I  2,  '  22.  because  no  officer  was  struck 
"in  the  execution  of  his  office":  it  would  not  be 
murder  under  {  2.  t  28.  because  of  the  defense  of 
prov(x;ation  and  other  matters,  see  text  accompany- 
ing notes  194-97  supra. 

These  arguments,  of  course,  are  not  unassailable. 
But  the  court  was  seeking  an  escape  from  the  death 
sentence  apparently  mandated  by  the  statute:  Vere 
had  the  power  to  provide  one.  As  l)efits  a  consider- 
ate" communicator,  see  section  III.  A  infra,  he 
chose  to  conceal,  or  at  least  not  to  pursue,  all  the 
facts. 

'"P.  101. 

'"  See  section  IV,  A  infra. 

='="'P.105. 

201  See  generally  Weisberg.  Literature  and  Car- 
dozo.  supra  note  4. 

=»>See  Llewellyn.  On  the  Good,  the  True,  the 
Beautiful,  in  Law  9  U.  Chi.  L.  Rev.  224.  249  (1942). 

""When  a  16  year-old  boy.  arguably,  a  trespass- 
er, dies  upon  impact  with  the  defendant  railroads 
negligently  maintained  cleclrical  wiring,  it  helps  to 
build  a  bare  majority  of  an  appellate  court  in  favor 
of  his  heirs  by  referring  to  him  at  the  outset  as  "a 
lad  of  16.'  Hynes  v.  New  York  Cent  R.R..  231  N.Y. 
229.  230.  131  N.E.  898.  898  (1921)  (Cardozo.  J),  in- 
.stead  of  the  legalistic  "plaintiffs  decedent."  Simi- 
larly, when  the  defendant  railroads  negligently  dis- 
lodged scales  hit  an  innocent  woman  travelling  to 
the  beach  with  her  children,  the  same  majority 
may  be  swayed  for  the  railroad  if  the  judge  refers 
to  the  injured  party  throughout  as  merely  re- 
spondent" or  "plaintiff.  "  Palsgraf  v.  Long  Island 
R.R.  248  NY.  339.  162  N.E.  99  (1928(  (Cardozo.  J). 

»"  P.  55. 

'"^  L.  Strauss.  Persecution  and  the  Art  of  Writing 
(1952). 

="•"  Id.  at  23.  According  to  Strauss,  authoritative 
communication,  particularly  if  repeated  often,  ulti- 
mately establishes  what  most  pwople  think  of  as 
"truth  ";  such  statements,  like  those  of  Melville's 
Nore  historians,  become  morally  certain  "  Id.  The 
authorities  abide  dissenting  points  of  view  because 
they  thereby  allow  the  apperance  of  freedom  of 
thought  in  the  audience  by  creating  a  perceived 
choice  between  several  conflicting  positions.  See  id. 
The  general  audience,  however,  is  likely  to  accept 
the  authoritative  position  and  view  the  heterodox 
communication  as  false.  The  latter  then  ceases  to 
be  repeated,  and  the  accepted  view  increases  in 
credibility.  See  id.  To  avoid  ridicule,  therefore,  the 
"persecuted"  dissenter  must  hide  his  basic  views  by 
writing  between  the  lines."  Id.  at  24.  A  recent  ex- 
ample of  this  phenomenon  would  be  the  various  ac- 
counts of  the  assassination  of  John  F.  Kennedy. 
Vere's  junior  officers  are  in  this  "persecuted"  cate- 
gory. See  next  accompanying  notes  261-17  infra. 

By  "writing  between  the  lines  "  disbelieving,  "per- 
secuted" individuals  lodge  their  dissent  to  the  ens- 
conced position,  hoping  and  expecting  that  only  a 
small  number  of  like-minded  readers  will  appreciate 
what  they  are  saying.  See  L.  Strauss,  supra  note 
205.  at  25.  34-35.  Considerate  communications,  on 
the  other  hand,  establish  doctrinal  truths  by  con- 
veying and  repeating  a  selective  version  of  reality, 
one  that  they  fully  expect  the  vast  majority  of 
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their  audience  to  accept.  We  shall  late  recall 
Strauss'  notion  of  "writing  between  the  lines"  when 
reflecting  on  Melville's  own  mode  of  communica- 
tion in  Billy  Budd.  See  text  accompanying  notes 
389-94  infra. 

»"'  F.  Dostoevski.  The  Brothers  Karamazov  227- 
44  (C.  Oamett  trans.  1937).  Dostoevski  was  Mel- 
ville's virtual  contemporary;  The  Brothers  Karama- 
zov originally  was  published  in  1880. 

'""P.  55.  Why  does  Melville  stale  that  such  a 
nonforthright  approach  can  be  taken  'without  re- 
proach"? (There  may  be  irony  here,  of  course,  but 
Melville  tells  us  throughout  the  tale  that  truth 
emerges  more  from  the  "ragged  edges."  see.  e.g..  p. 
128.  of  these  digressions  than  from  the  characters 
and  descriptions  of  the  basic  story  line  itself.  In  a 
passage  on  communication,  in  particular,  we  may 
divine  an  unmediated  message  meant  to  be  taken  at 
face  value.)  We  must  recall  that  "considerate  com- 
munication "  is  essentially  truthful  and  primarily 
designed  to  serve  the  audience.  Although  the  full 
story  is  truncated  by  the  authoritative  communica- 
tor, his  account  adequately  fulfills  the  needs  of  his 
readers  or  auditors  without  really  deceiving  them. 
Indeed,  the  average  English  person  probably  would 
not  take  the  time  even  to  delve  into  a  more  detailed 
and  accurate  report  about  the  mutiny. 

To  l)e  distinguished  from  considerate  communi- 
cation"  is  propaganda  itself,  which  is  essentially 
false  and  which  aids  only  the  communicator  while 
victimizing  and  persecuting  the  audience.  We  might 
contrast  the  authoritative  accounts  of  the  John  F 
Kennedy  assassination  (probably  "considerate  ")  to 
the  collected  speeches  of  Goebbels  <  propaganda). 

Finally,  we  must  distinguish  from  both  of  these 
that  which  the  audience  itseU  cYtoo&es  to  do  with 
individuals  who  attempt  to  contradict  or  elaborate 
upon  the  official  account.  Theirs  may  be  a  sentence 
of  ostracism  or  worse,  but  this  is  not  the  fault  of 
the  original  authoritative  communicator.  Consider 
the  fate  of  those  who  have  tried,  over  the  past 
twenty  years,  to  differ  from  the  Warren  Commis- 
sion report  of  the  Kennedy  assassination.  Ridicule 
from  the  Seic  York  Times  was  the  kindest  of  their 
destinies  See  notes  206  supra.  392-93  infra  for  a 
discussion  of  the  theories  of  Leo  Strau.ss. 

-'"»  Pp.  71.  85. 

""Melville  seems  to  convey  the  belief  that  the 
lyrical  poem  as  a  genre  <and  lyrical  speech  general- 
ly) is  more  direct,  more  sailor  like,  and  less  "consid- 
erate "  than  authoritative,  narrative  discourse.  The 
beautifully  simple  ballad  that  closes  the  story. 
"Billy  in  the  Darbies. "  p.  132.  contrasts  keenly  with 
all  the  convoluted  prose  that  has  preceded  it  about 
the  events  on  the  Belhpotenl. 

=  "  P.  131.  The  narrator  specifically  labels  this  ac- 
count "authoritative  "  and  adds  that  it  was  written 
in  good  faith"  despite  the  distortions.  P.  130;  see 
text  accompanying  note  65  supra. 

=  "Pp.  130-31. 

'"The  audience  for  the  Mediterranean  News 
symbolically  includes  everyone.  Sec  note  394  and 
accompanying  test  infra. 

"*P.  128. 

'•'Id. 

2 "See  L.  Strauss,  supra  note  205.  at  32.  This 
form  of  persecution  goes  beyond  the  milder  "social 
ostracism."  id.,  or  even  "persecution  of  free  in- 
quiry."  id.  at  33.  to  Strauss'  most  cruel "  type.  id.  at 
32.  in  which  the  audience  is  directly  coerced  and 
robbed  of  its  ability  to  reason  freely  altogether. 

'"P.  102;  see  text  accompanying  note  58  supra. 
Melville's  narrative  approach  to  this  potential  dis- 
sent is  again  parallel  to  Leo  Strauss'  theory:  the 
Junior  officers  choose  to  remain  silent,  and  the  sur- 
geon decides  not  even  to  tell  them  of  "the  captain's 
state. "  To  articulate  a  position  different  from  the 
authoritative  captain's  would  be  to  risk  "persecu- 
tion"—punishment  for  "mutiny. "  p.  102— with  no 
real  likelihood  of  gaining  credibility  anyway.  See  L. 
Strauss,  supra  note  205.  at  24-26.  For  another  ex- 
ample of  Vere's  officers'  keeping  knowledge  to 
themselves,  see  note  68  supra. 

>'*The  paradigmatic  structure  of  adjudication 
outlined  in  note  74  supra  is  thus  modified  as 
(oUows:  *  *  *  In  this  modification,  neither  objec- 
tive duty  nor  subjective  moral  inclination  is  imme- 
diately achieved.  We  have,  for  example,  neither 
Justice  Harlan's  complex  professionalism  nor  Jus- 
tice Douglas'  result-oriented  (but  not  always  care- 
fully reasoned)  directness.  Instead,  a  kind  of  trian- 
gle, arguably  more  typical  yet  of  judges,  is  formed, 
only  two  sides  of  which  are  part  of  the  finished 
process.  The  judge  applies  the  law  as  "an  ambi- 
dexter Implement."  p.  76,  to  various  subjective 
■oals.  The  first  of  these  goals  may  be  "policy" 


(Vere's  conjuring  mutiny  if  the  court  does  not  sen- 
tence Billy  to  hang),  which  is  usually  freely  articu- 
lated since  it  seems  a  legitimate  judicial  concern. 
(Note,  though,  that  "policy"  contains  strongly  sub- 
jective elements,  may  be  questionably  proffered, 
and  is  rarely  required  by  "the  law  "  of  the  case.) 
But.  other  subjective  goals  may  not  be  stated  at  all. 
They  are  not  necessarily  "moral  "  Indeed,  in  this 
structure,  the  moral  side  of  the  triangle  is  totally 
skirted.  Such  covert  goals  emerge  from  the  judge's 
whole  personality  and  may  be  as  disparately  and 
even  subconsciously  motivated  as  "what  the  judge 
ate  for  breakfast"  (the  "legal  realist"  model)  or 
how  the  judge  reflects  the  values  of  the  surround- 
ing culture  in  everything  he  does  (Cardozo's 
model).  See  Weisberg.  Literature  and  Cardozo. 
supra  note  4.  at  306.  for  an  analysis  of  the  vital  si- 
milarities and  differences  in  the  realist  and  Cardozo 
approaches;  see  also  note  374  infra.  For  Vere.  these 
unarticulated  goals  include  avenging  himself 
against  the  absent  Nelson,  fulfilling  his  nature  as 
an  authoritarian  pragmatist.  creating  a  dramatic 
scenario,  giving  voice  to  generalized  cultural  resent- 
ment, etc.  See  also  note  253  infra. 

""Id. 

"'P.  101. 

'"  See  text  accompanying  notes  100-09  supra. 

'"See  notes  110.  192  supra.  As  to  the  possibility 
that  Melville  accidentally  made  some  of  these 
errors  despite  his  generally  thorough  knowledge  of 
naval  law.  we  should  now  add  the  words  of  Strauss 
'writing  about  the  way  in  which  authors  communi- 
cate about  delicate  themes):  "If  a  master  of  the  art 
of  writing  commits  such  blunders  as  would  shame 
an  intelligent  high  school  boy.  it  is  reasonable  to 
assume  that  they  are  intentional,  especially  if  the 
author  discus.ses.  however  incidentally,  the  possibil- 
ity of  intentional  blunders  in  writing."  L.  Strauss, 
supra  note  205.  at  30. 

'-'  I  have  suggested  in  other  context  that  highly 
verbal  and  literate  characters  usually  gain  the  sym 
pathetic  praise  of  most  readers  unless  they  are 
overtly  presented  as  evil.  See  Weisberg.  Hamlet  and 
Ressentiment.  29  Am.  Imago  318.  333-37  (1972). 
This  occurs  simply  becau.se  most  readers  of  com- 
plex fiction  share  the  verbal  acumen  of  these  char- 
acters. It  IS  harder  to  like,  or  accept  as  real."  those 
figures  who  do  not  do  well  with  words.  This  obser- 
vation has  particular  importance  for  works  of  fic- 
tion in  which  lawyers  play  central  roles.  See  note 
343  and  accompanying  text  infra. 

""•  P.  102.  We  must  compile  the  evidence  our- 
selves; the  narrator,  true  to  his  own  equivocal  mode 
of  communication,  see  text  accompanying  notes 
216-17  infra,  will  not  tell  us  directly. 

"•  See  text  accompanying  notes  336-69  infra. 

2!)p    86. 

•"Pp.  62.  96. 
J2, p   128. 

""P.  63. 

"'P.  60. 

"»ld. 

»"P.  63 

"«  P.  60. 

'"P.  104;  .see  notes  133.  191  supra.  Vere.  true  to 
his  internal  scenario,  found  in  the  marine  an  intelli- 
gent enough  fellow  but  one  who.  like  the  other 
members  of  the  court,  was  more  a  warrior  than  an 
analytical  thinker.  See  p.  105. 

""See  note  189  infra. 

"'P.  111. 

""P.  86;  see  also  text  accompanying  note  41 
supra. 

"'  P.  87. 

""  P.  76.  As  we  point  out  a  bit  later,  see  note  392 
infra.  Melvilles  own  communication  is  of  the  Staus- 
sian  "persecuted"  variety  throughout  the  tale; 
much  of  what  the  reader  must  ferret  out  to  under- 
stand one  character  may  in  fact  be  placed  in  a  part 
of  the  story  seemingly  relating  to  another.  This  is 
especially  true  of  the  passages  originally  descriptive 
of  Claggart.  a  figure  representative  of  Vere.  but  on 
a  lower  level  of  importance.  See  note  102  supra. 
Billy  stands  in  the  same  relation  to  Nelson.  See  text 
accompanying  notes  30-31  supra. 

"'P.  76. 

'"  Id. 

"'  Id. 

"•  Id. 

"»Id. 

24<  Id 

'*''  The  clearest  narrative  example  is  the  "soup 
spilling "  episode.  See  text  accompanying  notes  48- 
50  supra. 

'"Pp.  112-113.  Although  everything  he  says  to 
the  court  in  chapter  21  brilliantly  distorts  the  oper- 


ative legal  and  political  reality  to  suit  his  own  pur- 
poses, this  speech  is  especially  clever.  Taken  as  a 
whole,  its  structure  and  tone  convey  the  pathos  of  a 
court  necessarily  torn  between  two  unhappy 
choices;  hang  the  morally  innocent  Billy  or  provoke 
the  crew  to  mutiny.  "You  know  what  sailors  are," 
Vere  remarks,  suddenly  confiding  In  these  Junior 
officers.  But  his  communication  hides  the  truth 
about  these  particular  sailors;  that  they  are  not 
prone  to  mutiny  and  that  the  news  of  their  favorite 
colleague  having  killed  the  despised  shiptx>ard  po- 
liceman (if,  indeed,  such  news  had  to  be  published 
at  all  until  the  ship  regained  the  fleet)  would  less 
likely  produce  mutinous  rumblings  than  the  sight 
of  Billy  hanging  by  the  yard-arm  itself  as  punish- 
ment for  that  homicide.  For.  without  the  worst  pos- 
sible construction  being  imposed  on  Billy's  act.  "the 
people "  would  rather  see  their  Handsome  Sailor 
alive  and  well.  Indeed.  Vere's  construction  does 
become  the  authoritative  naval  version  of  the  inci- 
dent, in  which  Billy  becomes  the  villainous  alien- 
upstart  and  Claggart  the  patriotic  hero.  See  pp. 
130-31. 

'"See.  e.g..  Shapiro.  Mr.  Justice  Rehnquist:  A 
Preliminary  View.  90  Harv.  L.  Rev.  293.  328  (1976): 
"I  fear  that  in  too  many  instances  Justice  Rehn- 
quist's  efforts  have  been  impeded  by  his  ideological 
commitment  to  a  particular  result." 

""  In  his  facility  with  language.  Justice  Rehn- 
quist is  in  the  tradition  of  Justice  Cardozo.  al- 
though perhaps  without  the  latter's  innate  sense  of 
cultural  balance.  See  Weisberg.  Literature  and  Car- 
dozo, supra  note  4.  at  308-42. 

"■'  424  U.S.  693  (1976).  References  to  "line  "  num- 
bers in  the  text  are  to  this  report  of  the  decision. 
For  other  Rehnquist  opinions  notable  in  this  light, 
see.  eg  .  note  270  infra. 

-^-See.  e.g.  Shapiro,  supra,  note  249,  at  324-28; 
Note,  Paul  v.  Davis:  The  Taming  of  1983,  43  Brook- 
lyn L.  Rev.  147  (1976)  (hereinafter  Brooklyn  Note); 
Note,  Paul  V.  Davis:  Reputation  Succumbs  to  Judi- 
cial Self-Restraint,  38  Pitt.  L.  Rev.  417  (1976):  The 
Supreme  Court,  1975  Term,  90  Harv.  L.  Rev.  56,  87- 
102;  Hofstra  L.  Rev.  199  ( 1976);  60  Marq.  L.  Rev.  162 
(1976);  22  N.Y.L.  Sch.  L.  Rev.  340  (1976);  17  Santa 
ClaraL.  Rev.  959(1977). 

"'Recalling  our  .structure  at  note  218  surpa.  we 
might  say  that  Justice  Rehnquist  uses  the  law  to 
implement  the  articulated  goal  of  supporting  the 
state  through  its  police  and  the  unarticulated 
desire  further  to  support  the  states  through  limit- 
ing the  jurisdiction  of  the  federal  courts  whenever 
possible.  Other  unstated  subjective  motivations 
may  be  present,  but  can  probably  be  detected  only 
through  a  rigorous  reading  of  all  of  Justice  Rehn- 
quist s  opinions  (a  methodology  advisable  vis-a-vis 
any  influential  judge). 

I  have  argued  that  to  some  degree,  all  appellate 
opinions  use  language  and  form  to  conceal  both  an- 
alytical imprecisions  and  subjective  motive.  See  R. 
Weisberg,  Narrative  Aspects  of  Appellate  Opinions 
(Jan.  3,  1980)  (principal  paper  delivered  before  the 
Law  and  Humanities  Section  of  the  Conference  of 
the  Association  of  American  Law  Schools)  (avail- 
able on  tape). 

'■■'  424  U.S.  at  694-96. 

'"■  Brooklyn  Note,  supra  note  252,  at  147-48  (foot- 
notes omitted). 

-"'424  U.S.  at  694-95. 

"'Contrast  the  dissenting  opinion's  approach  to 
the  Paul  facts.  See  id,  at  718-20  (Brennan.  J„  dis- 
senting). 

"'  Id.  at  695-96, 

"'  Id.  at  696, 

'•°Id. 

'•'  "That  however  pitilessly  [martial]  law  may 
operate  in  any  instances,  we  nevertheless  adhere  to 
it  and  administer  it  "  P.  111. 

'"Although  Davis  was  not  fired,  his  supervisor 
told  him  "he  had  best  not  find  himself  in  a  similar 
situation  in  the  future."  424  U.S.  at  696. 

'"  Id.  at  697-99. 

'••""[Rlespondent's  complaint  would  appear  to 
state  a  classical  claim  for  defamation  actionable  in 
the  courts  of  virtually  every  State."  Id.  at  697. 

'"Pp.  110-11. 

"'  "inputing  criminal  t)ehavior  to  an  individual  Is 
generally  considered  defamatory  per  se  .  .  .  ."  424 
U.S.  at  697  (emphasis  by  the  Court). 

'•'  On  the  Irrelevance  of  the  availability  of  a 
state  court  action  to  Davis'  {  1983  claim,  see,  e.g.,  5 
Hofstra  L.  Rev.  199,  201-04  (1976). 

'*'We  shall  shortly  examine  several  other  pas- 
sages involving  the  use  of  audience  deflection, 
which  was  first  exemplified  in  Billy  Budd  by  Clag- 
gart's  masterful  remark  to  the  crew  during  the 


UMI 


September  17,  1986 


CONGRESSIONAL  RECORD— SENATE 


23775 


"soup  spilling"  incident.  See  text  accompanying 
notes  47-51  supra. 
*••  424  U.S.  at  698  (emphasis  added). 
"0  For  a  similar  use  by  Justice  Rehnquist  of  the 
word  "concededly, '  see  Rummel  v.  E:stelle,  445  U.S. 
263  (1980),  an  opinion  well  worth  analyzing  in 
terms  of  considerate  communication. 

Justice  Rehnquist's  use  of  the  word  in  Paul  de- 
serves more  intensive  study  here.  The  word  is  used 
oddly:  precisely  which  other  word  or  words  in  the 
remainder  of  the  sentence  does  "concededly" 
modify?  And  who.  exactly,  is  making  the  implied 
concession?  Would  anyone  except  the  Court  itself 
necessarily  go  along  with  the  statement  that  fol- 
lows the  adverb?  Yet.  the  strong  impression  on  the 
reader  is  that  the  point  is  too  clear  to  abide  further 
analysis  and  that  even  the  losing  litigant  would 
agree  with  it. 

Such  a  word,  with  its  potential  for  effective  and 
clever  manipulation  of  the  casual  reader  of  the 
opinion,  is  likely  to  be  a  favorite  of  writers  like  Jus- 
tice Rehnquist.  and  research  reveals  this  to  be  true. 
Over  the  past  60  years  or  so  (as  far  back  as  Leiis 
can  search).  Supreme  Court  Justices  have  used  the 
word  in  686  cases.  Of  these,  189  arose  during  Jus- 
tice Rehnquist's  tenure  on  the  bench.  Out  of  these 
189  cases.  Justice  Rehnquist  authored  the  majority 
opinion  in  26  and  cither  a  concurring  or  dissenting 
opinion  in  60  others.  In  the  26  cases  for  which  he 
authored  the  majority  view,  there  are  41  actual 
usages  of  the  word  "concededly";  28  are  by  Justice 
Rehnquist  and  13  by  either  concurring  or  dissent- 
ing opinions.  In  Rummel.  and  of  course,  Paul,  he 
uses  the  word  thrice  and  twice,  respectively;  in 
United  States  v.  Santana.  427  U.S.  38  (1976),  and 
Gooding  v.  United  Stales.  416  U.S.  430  (1974).  he 
uses  it  thrice,  and  m  Moose  Lodge  No.  107  v.  Irvis. 
407  U.S.  1963  (1972).  twice  again.  In  the  60  cases 
about  which  he  wrote  dissents  or  concurrences,  the 
word  is  used  82  times,  29  times  by  Justice  Rehn- 
quist and  53  times  by  other  Justices.  There  are  five 
separate  instances  in  this  category  of  multiple  use 
of  the  word  by  Justice  Rehnquist  in  the  same  opin- 
ion. 

Thus,  of  the  244  uses  of  the  word  "concededly" 
by  the  Supreme  Court  since  Justiie  Rehnquist  has 
been  a  member,  he  has  used  the  word  57  limes  and 
others  have  used  it  on  a  mere  187  occasions  Per- 
haps indicative  of  the  Paul  and  Rummel  variety  of 
usage  is  the  following  phrase  from  his  dissent  in 
Duren  v,  Missouri,  439  U,S.  357,  371  n.  (1979):  The 
reversal  of  concededly  fair  convictions  returned  by 
concededly  impartial  juries  is.  to  say  the  least,  an 
irrational  means  of  vindicating  the  equal  protection 
rights  of  those  unconstitutionally  excluded  from 
jury  service."  Again,  who  would  make  such  conces- 
sions? Can  "fair"  and  "impartial"  rationally  be 
modified  by  the  word  "concededly"  when  the  liti- 
gants' very  claim  is  based  on  the  view  that  certain 
categories  of  jurors  had  been  unconstitutionally  ex- 
cluded from  jury  service,  thus  affecting  the  makeup 
of  actually  constituted  juries?  Justice  Rehnquist's 
use  of  the  adjective  "irrational "  here  artfully  con- 
ceals the  rhetorically  based  irrationality  of  his  own 
argument. 

2"  If  respondent's  view  is  to  prevail,  a  person  ar- 
rested by  law  enforcement  officers  who  announce 
that  they  believe  such  person  to  be  responsible  for 
a  particular  crime  in  order  to  calm  the  fears  of  an 
aroused  populace,  presumably  obtains  a  claim 
against  such  officers  under  §  1983.  And  since  it  is 
surely  far  more  clear  from  the  language  of  the 
Fourteenth  Amendment  that  "life"  is  protected 
against  state  deprivation  than  it  is  that  reputation 
is  protected  against  state  injury,  it  would  l)e  diffi- 
cult to  see  why  the  survivors  of  an  iruiocent  by- 
stander mistakenly  shot  by  a  policeman  or  negli- 
gently killed  by  a  sheriff  driving  a  government  ve- 
hicle would  not  have  claims  equally  cognizable 
under  i  1983. 

It  is  hard  to  perceive  any  logical  stopping  place  to 
such  a  line  of  reasoning.  Respondent's  construction 
would  seem  almost  necessarily  to  result  in  every  le- 
gally cognizable  injury  which  may  have  been  in- 
flicted by  a  state  official  acting  under  "color  of 
law"  establishing  a  violation  of  the  Fourteenth 
Amendment.  We  think  it  would  come  as  a  great  sur- 
prise to  those  who  drafted  and  shepherded  the 
adoption  of  that  Amendment  to  learn  that  it 
worked  such  a  result,  and  study  of  our  decisions 
convinces  us  they  do  not  support  the  construction 
urged  by  respondent.  424  U.S.  at  698-99. 

»'» See  Brooklyn  Note,  supra  note  252.  at  147.  For 
a  recent  use  of  Shakespeare  by  Justice  Rehnquist. 
which  perhaps  indicates  his  growing  sensitivity  to 
the  literary  aspects  of  the  subjects  he  adjudicates. 


see  Dames  it  Moore  v.  Regan.  101  S.  Ct.  2972.  2984 

n.7(1981). 

''"  For  discussion  of  this  passage,  see  text  accom- 
panying notes  246-49  supra. 

"«P.  113. 

2"  424  U.S.  at  698:  see  note  271  supra. 

"•See  notes  258-62  and  accompanying  text 
supra. 

"'  424  U.S.  at  699  (emphasis  added). 

""B.  Cardozo.  Law  and  Literature,  in  Selected 
Writings  of  Benjamin  Nathan  Cardozo  342  (M.  Hall 
ed.  1947). 

="»See.  for  example.  Cardozo's  remarks  on  Chief 
Justice  Marshall.  Id.  at  355. 

"°424  U.S.  at  697. 

2..  Id. 

-■"-'  Id.  at  707  ("There  is  undoubtedly  language  in 
Constantmeau.  which  is  sufficiently  ambiguous  to 
justify  the  reliance  upon  it  by  the  Court  of  Ap- 
peals .  .  .  ."). 
"'  Id.  at  698-99. 

"•  See  id.  at  699:  text  accompanying  note  277 
supra. 

'"■  Concededly  if  the  same  allegations  had  been 
made  about  respondent  by  a  private  individual,  he 
would  have  nothing  more  than  a  claim  for  defama- 
tion under  state  law  .... 

In  Greenwood  v.  Peacock.  384  U.S.  808  (1966) 
....  the  Court  said  that  "[ill  is  worth  contemplat- 
ing what  the  result  would  be  if  the  strained  inter- 
pretation of  I  1443  (1)  urged  by  the  individual  peti 
tioners  were  to  prevail  "  Id.,  at  832.  We.  too.  pause 
to  consider  the  result  should  respondent's  interpre- 
tation of  §  1983  and  of  the  Fourteenth  Amendment 
be  accepted.  .  .  . 

.  .  .  And  since  it  is  surely  far  more  clear  from  the 
language  of  the  Fourteenth  Amendment  that  "life  " 
is  protected  against  state  deprivation  than  it  is  that 
reputation  ir-  protected  against  state  injury,  it 
would  be  difficult  to  see  why  the  survivors  of  an  in- 
nocent bystander  mistakenly  shot  by  a  policeman 
or  negligently  killed  by  a  sheriff  driving  a  govern- 
ment vehicle,  would  not  have  claims  equally  cogni- 
zable under  §  1983.  424  U.S.  at  698. 

'"'  The  second  premise  upon  which  the  result 
reached  by  the  Court  of  Appeals  could  be  resled- 
thal  the  infliction  by  state  officials  of  a  stigma  "  to 
one's  reputation  is  somehow  different  in  kind  from 
infliction  by  a  state  official  of  harm  to  other  inter- 
ests protected  by  state  law— is  equally  untenable. 
Id.  at  701.  "There  is  undoubtedly  language  in  Con 
stantmeau.  which  is  sufficiently  ambiguous  to  jus- 
tify the  reliance  upon  it  by  the  Court  of  Apt>eals 
....'■  Id.  at  707. 

""  Justice  Rehnquist  quotes  Justice  Douglas' 
opinion  in  Joint  Anti-Fascist  Refugee  Comm.  v. 
McGrath,  341  U.S.  123,  175  (1951)  'Douglas,  J.,  con 
curringi,  a  case  involving  the  validity  of  the  Altor 
ney  Generals  designating  certain  organizations  as 
"Communist  "  on  a  list  he  gave  to  the  Civil  Service 
Commission;  "Mr.  Justice  Douglas,  who  likewise 
concluded  that  petitioners  had  slated  a  claim,  ob- 
served in  his  separate  opinion:  This  is  not  an  in- 
stance of  name  calling  by  public  officials.  This  is  a 
determination  of  status— a  proceeding  to  ascertain 
whether  the  organization  is  or  is  not  "subver- 
sive.  424  U.S.  at  703.  This  is  one  of  a  long  series 

of  references  to  precedents  designed  to  show  that, 
contrary  to  the  Sixth  Circuit's  opinion,  mere  defa- 
mation by  a  slate  official  as  opposed,  e.g..  to  defa- 
mation that  affects  legal  status)  does  not  violate 
the  fourteenth  amendment.  See  id.  at  701-10:  note 
288  infra. 

"'  The  last  paragraph  of  the  quotation  could  be 
taken  to  mean  that  if  a  government  official  de- 
fames a  person,  without  more,  the  procedural  re- 
quirements of  the  Due  Process  Clause  of  the  Four- 
teenth Amendment  are  brought  into  play.  If  read 
that  way.  it  would  represent  a  significant  broaden- 
ing of  the  holdings  of  (precedent  cases].  ...  We 
should  not  read  this  language  as  significantly 
broadening  those  holdings  without  in  any  way  ad- 
verting to  the  fact  if  there  is  any  other  possible  in- 
terpretation of  Constantineau's  language.  We  be- 
lieve there  is.  424  U.S.  at  708. 
"•  Id.  at  701,  705.  709. 

""See.  e.g..  Shapiro,  supra  note  249:  Brooklyn 
Note,  supra  note  252:  The  Supreme  Court,  1975 
Term,  supra  note  252.  all  of  which  are  critical  of  at 
least  one  of  the  readings  of  the  precedents  offered 
by  Justice  Rehnquist, 

'•'B.  Cardozo,  Law  and  Literature,  supra  note 
278,  at  352.  Cardozo  continues:  "The  groupings  of 
fact  and  argument  and  illustration  so  as  to  produce 
a  cumulative  and  mass  effect:  these  are  the  things, 
after  all.  that  count  above  all  others."  Id.:  sec  Wels- 


berg.  Literature  and  Cardozo,  supra  note  4.  at  312- 
15. 
"'  424  U.S.  at  694-97. 

'"  See  text  accompanying  notes  254-62  supra. 
'"  424  U.S.  at  697-99, 
'"  See  id.  at  695-96. 

"■  Id.  (Davis  should  have  sued  for  defamation  In 
Kentucky  sUte  court):  see  text  accompanying  notes 
264-70  supra. 

2>'  424  U.S.  at  698  (Justice  Rehnquist's  "parade  of 
horribles"),  see  text  accompanying  notes  271-77 
supra. 

"«  "It  is  hard  to  perceive  any  logical  stopping 
place  to  (Davis']  line  of  reasoning."  424  U.S.  at  698- 
99. 

'*'  Id.  at  699:  see  text  accompanying  note  302 
infra. 

'°°Thus,  for  example,  in  presenting  the  "plain 
homicide"  theory  to  the  drumhead  court,  see  text 
accompanying  notes  193-99  supra,  Vere  says.  "No. 
to  the  people  the  forelopman's  deed,  however  it  be 
worded  in  the  announcement,  will  be  plain  homi- 
cide. .  .  "  P.  112.  In  the  tradition  of  manipulative 
communicators.  Vere  state  precisely  the  opposite  of 
what  he  means.  See  note  248  supra. 

■■"'  See  text  accompanying  notes  269,  277  supra. 

"'  424  U.S.  at  699.  This  phrase  is  rendered  par- 
ticularly effective  by  its  juxtaposition  with  the  pre- 
ceding infinitive  "to  leam  ":  "We  think  it  would 
come  as  a  great  surprise  to  those  who  drafted  and 
shepherded  the  adoption  of  .  .  .  Ithe  fourteenth] 
Amendment  to  learn  that  .  .  .  ("every  legally  cogni- 
zable injury  which  may  have  been  inflicted  by  a 
.state  official  acting  under  color  of  law  " )"  violates 
that  Amendment.  Id. 

•"  Enjambemenl.  a  poetic  term,  means  the  run- 
ning over  of  a  syntactical  sentence  from  one  verse 
to  another  so  that  closely  related  words  fall  on  dif- 
ferent lines.  Justice  Rehnquist  merges  here  the  re- 
lated idea  of  no  slopping  place"  to  the  court  of  ap- 
peals reasoning,  and  runs  the  relation  from  part  I 
to  part  II. 

'"*  B.  Cardozo.  Law  and  Literature,  supra  note 
278.  at  342,  Cardozo  wrote;  "It  eschews  ornament. 
It  is  meager  in  illustration  and  analogy.  If  it  argues, 
it  docs  so  with  the  downward  rush  and  overwhelm- 
ing conviction  of  the  syllogism,  seldom  with  tenta- 
tive groping  towards  the  inductive  apprehension  of 
a  truth  imperfectly  discerned."  Id. 

'"P.  111. 

"'  The  first  is  that  the  Due  Process  Clause  of  the 
Fourteenth  Amendment  and  5  1983  make  action- 
able many  wrongs  inflicted  by  government  employ- 
ees which  had  heretofore  been  thought  to  give  rise 
only  to  stale-law  tort  claims.  The  second  premise  is 
that  the  infliction  by  stale  officials  of  a  stigma"  to 
one's  reputation  is  somehow  different  in  kind  from 
the  infliction  by  the  same  official  of  harm  or  injury 
to  other  interests  protected  by  slate  law,  so  that  an 
injury  to  reputation  is  actionable  under  i  1983  and 
the  Fourteenth  Amendment  even  if  other  such 
harms  are  not.  424  U^S.  at  699. 

"■'Sec  Davis  v.  Paul.  505  F.2d  1180.  1182-84  (6th 
Cir.  1974).  rev'd  424  U.S.  693  (1976). 

""See  section  II.  B,  3  supra:  text  accompanying 
notes  247  49  supra. 

""400  U.S  433  (1971). 

>'»Id.  at  436. 

'"408  U.S.  564(1972). 

»"Id.  at  573  (citing  Constantmeau.  400  VS.  at 
437). 

' ' '  See  note  252  supra. 

"«  Karl  Llewellyn  once  asserted  that  "a  graceful 
structure  of  doctrine  can  intoxicate.  But  if  it 

does  not  serve  sense,  it  remains  bad  legal  esthetics." 
Llewellyn.  On  the  Good,  the  True,  the  Beautiful,  in 
Law,  9  U.  Chi.  L.  Rev.  224,  249  (1942). 

"»  424  U.S.  at  709. 

"•Id.  at  709-10  (quoting  Roth,  408  U,S.  at  573 
(emphasis  and  ellipsis  by  Paul  Court)), 

'"Id.  at  710. 

"•408U.S.  at573. 

"•See  H.L.A.  Hart.  The  Concept  of  Law  200 
(1961). 

""  P.  92.  The  context  of  this  remark,  from  chap- 
ter 18  of  the  story,  has  Claggart  unctuously  and 
cleverly  unfolding  his  lie  about  Billy's  alleged  dis- 
loyalty. See  text  accompanying  notes  53-54  suprm. 
During  the  same  conversation,  Vere  prevents  Clag- 
gart from  mentioning  the  Nore  mutiny,  shouting 
"Never  mind  that!"  P.  93.  The  scene  stands  as  a  fine 
example  of  the  tension  arising  when  two  consider- 
ate communicators  confront  each  other. 

"'  C.  Dickens,  Great  Expectations  442  (Signet  ed. 
1963)  (London  1861).  The  reference  here  is  to  the 
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brilliant  chapter  51  conversation  between  Pip,  Jag- 
gers.  and  Wemmick  about  Estella's  parentage. 

""J.  Barth.  The  Floating  Opera  92  (Bantam  ed. 
1967).  The  protagonist  of  the  story,  which  was  writ- 
ten in  1956.  is  an  estates  lawyer.  The  reference  here 
is  to  a  verbally  gifted  lawyers  argument  before  a 
probate  judge. 

"'424U.S.  at  711-12. 

"*See.  e.g..  The  Supreme  Court.  1975  Term, 
supra  note  252.  at  90-102.  The  author  wrote:  Justice 
Rehnquist's  opinion  in  Paul  v.  Davis  raises  serious 
questions  as  to  the  continued  protection  of  .  .  . 
"core"  interests  (like  "liberty"  and  "property"].  In 
determining  that  due  process  offers  no  procedural 
safeguards  against  injury  to  a  persons  reputation. 
the  Court  departed  from  a  growing  line  of  its  own 
decisions  that  appeared  to  find  reputation  to  be  a 
protect  interest  independent  of  state  authorization. 
Id.  at  92-93. 

"»See  424  U.S.  at  699-701  (part  II.  section  A  of 
the  opinion). 

"•The  off-handed  treatment  of  the  privacy 
aspect  of  Davis'  claim  in  part  IV  of  the  opinion,  id. 
at  712-13.  is  beyond  the  scope  of  our  treatment 
here. 

"'See  p.  102:  text  accompanying  notes  102-04 
supra. 

"•P  76 

"•  See  text  accompanying  notes  240-46  supra. 

""'424U.S.  at  712. 

"■Id.  at  701. 

""See.  e.g..  Shapiro,  supra  note  249:  Brooklyn 
Note,  supra  note  252.  The  Supreme  Court.  1975 
Term,  supra  note  252.  Perhaps  the  best  of  these  in 
dealing  with  the  line  of  precedent  cases  interpreted 
by  Justice  Rehnquist  is  the  Brooklyn  Note,  supra, 
at  152-60. 

"'  Paul  V.  Daiis  has  not  been,  in  the  words  of 
the  hopeful  dissenting  opinion,  a  "shortlived  aber- 
ration." 4?4  U.S.  at  735  (Brennan.  J  .  di.ssenting):  it 
has  been  followed,  see.  e.g..  Bishop  v.  Wood.  426 
U.S.  341.348-50(1975). 

"*  The  next  section  explores  Veres  motives  for 
hanging  Billy.  We  cannot  now  analyze  the  goals  for 
which  Justice  Rehnquist  deploys  his  narrative  gifts. 
Other  commentators  have  noted  that  he  seems  to 
bring  a  particular  personal  goal  (or  "judicial  philos- 
ophy") to  all  cases:  the  reduction  of  the  authority 
of  the  federal  courts.  See.  e.g..  Shapiro,  supra  note 
249.  at  293-99. 

'"■  P.  44 

"•  P.  95 

"'  Id.  Critics  who  stretch  Billy's  simplicity  "  into 
outright  stupidity  appear  to  disregard  such  ele- 
ments as  this— Veres  evident  respect  for  Billy's  re- 
sponsible seamanship. 

"•  P.  86:  see  text  accompanying  notes  234-35 
supra. 

"»  P.  86. 

""  See  text  accompanying  notes  44-46  supra. 

"'P.  59. 

"'  As  is  each  of  Melville's  invocations  of  Nelson's 
name,  this  one  is  historically  accurate.  See  1  A. 
Mahan.  The  Life  of  Nelson:  The  Embodiment  of 
the  Sea  Power  of  Great  Britain  289-91  ( 1897). 

"'This  theme,  of  course,  is  no  stranger  to 
modem  literature.  It  goes  far  toward  explaining  the 
attraction  of  novelists  to  the  law  as  a  theme.  Writ- 
ers like  Melville  see  in  lawyers  and  legal  anlaysis  a 
reflection  of  their  own  proclivity  toward  complex- 
ity, sometimes  at  the  expense  of  simpler  people  or 
ideas.  See.  e.g..  Weisberg.  Comparative  Law.  supra. 
note  6.  for  further  remarks  about  this  aspect  of  the 
law-literature  relationship:  see  also  note  224  supra. 

"•  P.  76;  see  pp.  96.  112. 

»»  P.  76. 

'♦•  P.  60. 

"'  P.  93. 

'*'  P.  103.  On  Veres  predilection  for  secrecy,  see 
text  accompanying  notes  137-40  supra.  Vere 
breaches  naval  procedures  by  holding  Billy's  trial 
in  secret. 

'**  See  text  accompanying  notes  47-51  supra. 

j»o  p  72_ 

"'See  pp.  71.85. 

"'  For  a  fascinating  and  highly  relevant  study  of 
clinical  resentment  (of  the  type  peculiarly  experi- 
enced by  Claggart  and.  in  our  view.  Vere).  see  M. 
Scheler.  Ressentlment  (W.  Holdheim  trans.  1961). 
Max  Scheler.  a  student  of  Nietzsche's  at  the  end  of 
the  nineteenth  century,  agreed  with  his  teacher 
that  "ressentlment"  was  the  dominant  spiritual  and 
sociological  malaise  of  modem  western  cultures. 
Some  of  his  t>est  examples  are  taken  from  literary 
art.  though  he  did  not  know  Melville  or  (of  course) 
Billy  Budd.  See  text  accompanying  note  374  infra. 


'"P  73. 

"*  See  note  240  supra. 

"»P.  44. 

'»"  P.  43. 

"'  P.  58. 

""  P.  63. 

"»  P.  58. 

""  See  text  accompanying  note  37  supra. 

'"'  The  mode  of  the  literary  artist  himself.  Vere's 
"forms,  measured  forms"  during  and  after  the  trial 
make  of  him  a  clear  "author-figure."  Whatever  crit- 
icism narratively  flows  to  Vere  thus  implicitly  seeks 
its  true  destination  in  Melville  and  all  similarly  sit- 
uated, highly  complex  narrative  artists.  "Parallel- 
ism "  works  to  effects,  therefore,  on  the  highest  lit- 
erary meaning  of  the  tale:  just  as  the  descriptions 
of  Claggart  find  their  significance  in  Vere.  so  those 
of  Vere  achieve  true  meaning  when  applied  to  Mel- 
ville himself. 

'"  P.  57. 

.i(sj  Yhe  description  of  Nelsons  ship  here,  togeth- 
er with  the  elaborate  allusion  to  Nelsons  act  of 
writing  and  self-adornment  at  Trafalgar,  p.  58. 
clearly  set  him  in  opposition,  aesthetically,  to  Vere 
and.  implicitly,  to  Melville.  See  note  361  supra.  Not 
all  art.  Melville  courageously  admits,  must  be  of  the 
Vere-Melville  (ironic,  deceptive,  formalistic.  covert, 
anti-heroic)  variety;  the  merging  of  art  and  life  (or 
"action  ")  in  a  figure  like  Nelson  (or.  say.  Homer) 
points  up  the  possibility  of  a  renewal  of  a  more 
overt,  life-affirming  aesthetic.  Melville's  self-indict- 
ment implicates  most  modern  literary  art  as  of  the 
Vere  variety:  repressed,  overly  verbal,  and  essential- 
ly life-denying. 

"•See  pp.  114-15. 

"'See  pp.  116-17. 

'•'The  words  "closeted"  (thrice),  "concealed." 
"seldom  .  .  .  revealed. "  "privacy."  "covers."  "ab- 
sence," "blotted."  shadows."  "refrained,"  and 
"lacil"  help  cast  this  spell.  See  pp.  114-17. 

""  See  Billys  "screened."  "refined."  and  "ob- 
scured" interview  in  the  ship's  "shrouds "  with  the 
stranger  who  tempts  him  with  the  mutiny  plot.  pp. 
81-82;  see  text  accompanying  note  52  supra;  and  his 
"closeted  "  meeting  in  the  decits  below  "  with  Clag- 
gart which,  of  course,  leads  to  the  fatal  blow,  see 
pp.  97-98. 

In  addition,  the  narrator  uses  no  fewer  than  15 
negative  words  or  phrases  in  the  brief  text  discuss- 
ing Vere's  final  interview  with  Billy,  and  his  expla- 
nation to  the  crew.  See  pp.  116-17 

To  speculate  a  bit  in  this  vein,  might  not  Vere, 
that  master  communicator,  have  used  his  interview 
with  Billy  to  advise  the  always-obedient  lad  to 
intone  "God  bless  Captain  Vere!,"'  p.  123,  at  the 
moment  of  his  death?  What  better  way  to  complete 
the  brilliantly  scripted  scenario? 

""P.  129. 

"» Id.6 

""  See  note  80  supra, 

"'P,  80. 

"»P.  76. 

»"  H.  Melville.  Mobby  Dick  542  (H.  Hayford  &  H. 
Parker  eds.  1967)  (New  York  1851 1. 

"•This  insight  differs  from  that  of  the  so-called 
"realists. "  e.g..  J.  Frank.  Law  and  the  Modern  Mind 
( 1930  );  Llewellyn.  A  Realistic  Jurisprudence— The 
Next  Step.  30  Colum.  L.  Rev.  431  (1930).  not  only  in 
its  concomitant  stress  on  the  importance  of  lan- 
guage in  law.  but  also  in  its  recognition  that  the  en- 
tirety of  a  judges  innate  value  system  comes  to  the 
fore  (and  not  what  he  happened  to  eat  for  break- 
fast) when  he  makes  a  decision.  See  note  218  supra. 
Melvilles  story  leads  us  less  to  a  nihilistic  sense  of 
total  arbitrariness  in  the  law  than  to  an  ordered  in- 
quiry into  the  predominant  values  of  our  own  cul- 
ture, because  these,  more  than  pure  logic  or  any 
ephemeral  emotion,  are  likely  to  motivate  adjudica- 
tory acts. 

'"Cardozo  makes  a  similar  point.  See  B.  Car- 
dozo.  The  Nature  of  the  Judicial  Process  35-36 
(1921). 

"•Cardozo  proceeds  to  observe  that  more  cases 
than  we  usually  think  can  be  decided  either  way. 
See  id,  at  40. 

"'  Sometimes  a  judge  may  imply  that  acting  his 
conscience  is  mandated  not  so  much  by  the  law  as 
by  a  professional  sense  of  what  it  means  to  be  a 
judge.  A  more  benign  view  of  Vere  might  place  him 
in  this  category.  See  note  74  supra;  see  also  D, 
Richards,  supra  note  11  at  14-15;  text  accompany- 
ing notes  384-86  supra.  But  is  it  really  the  essential 
function  of  a  judge  to  strive  to  divorce  his  actions 
from  his  conscience? 

"*  D.  Richards,  supra  note  11.  at  13. 

"•Id.  at  12. 


'•"The  literary  and  legal  bibliography  on  this 
point  would  form  the  basis  of  an  entirely  separate, 
book  length-work.  It  must  suffice  here  to  call  atten- 
tion again  to  James  B.  White's  77ie  Legal  Imagina- 
lion,  supra  note  4.  particularly  the  section  on  ""The 
Lawyer  as  Writer,"  id,  at  3-80.  and  the  sections  con- 
trasting the  formalism  of  "rules"  with  the  artistic 
flexibility  of  legal  language  artistry,  id.  at  232-37. 
623-85,  As  one  who  reviewed  White's  book  eight 
years  ago,  see  Weisberg,  Book  Review.  74  Colum,  L. 
Rev.  327  (1974).  I  can  attest  to  a  personal  reaction 
of  still  greater  appreciation  each  time  I  reopen  its 
pages.  For  other  favorable  reactions  to  White  in 
the  context  of  recent  books  furthering  the  dis- 
course on  language  and  its  relationship  to  legal  for- 
malism, .see  M.  Ball,  supra  note  4,  at  128-38:  J. 
Cueto-Rua.  Judicial  Methods  of  Interpretation  of 
the  Law  31  n.lO.  276-77  (1981). 

"'  For  the  sophisticated  positivist  position,  see 
H.L.A.  Hart.  The  Concept  of  Law  181-207  (1961). 
Prominent  critics  include  R.  Dworkin.  Taking 
Rights  Seriously  22-45.  81-130  (1977);  L.  Fuller, 
The  Morality  of  Law  106-18,  145-57  (1964);  D.  Rich- 
ards, The  Moral  Criticism  of  Law  31-36  (1977). 

'"  See  D.  Richards,  supra  note  11.  at  13. 

'"See  id.  at  13-14. 

'"•Id.  at  14. 

'"'Id.  at  14-15. 

'"'See  id.  at  2-5.  14-18;  see  also  D.  Richards.  The 
Moral  Criticism  of  Law  31-36  (1977). 

'"'  Although  Veres  "honesty,"  p.  63,  is  almost  ex- 
cessive when  it  comes  to  certain  subjects,  he  is  reso- 
lutely close-mouthed  as  to  others.  One  of  these  sub- 
jects is,  precisely,  the  threat  of  mutiny.  When  the 
plotting  Claggart,  whose  insinuating  verbosity  first 
annoys  Vere  ("Be  direct,  man!"  he  orders  the 
master-alarms),  begins  to  speak  of  mutiny,  the  fol- 
lowing fascinating  situation  occurs: 

Never  mind  that!  "  here  peremptorily  broke  in 
the  superior,  his  face  altering  with  anger,  instinc- 
tively divining  the  ship  that  the  other  was  about  to 
name,  one  in  which  the  Nore  Mutiny  has  assumed  a 
singularly  tragical  character  that  for  a  time  jeop- 
ardized the  life  of  its  commander.  Under  the  cir- 
cumstances he  was  indignant  at  the  purposed  allu- 
sion. When  the  commissioned  officers  themselves 
were  on  all  (Kcasions  very  heedful  how  they  re- 
ferred to  the  recent  events  in  the  fleet,  for  a  petty 
officer  unnecessarily  to  allude  to  them  in  the  pres- 
ence of  his  captain,  this  struck  him  asa  mo,st  im- 
modest presumption.  Besides,  to  his  quick  sense  of 
self-respect  it  even  looked  under  the  circumstances 
something  like  an  attempt  to  alarm  him.  Nor  at 
first  was  he  without  some  surprise  that  one  who  so 
far  as  he  had  hitherto  come  under  his  notice  had 
shown  considerable  tact  in  his  function  should  in 
this  particular  evince  such  lack  of  it. 

P.  93.  Mutiny  is  a  sensitive  subject  to  Vere;  when 
it  suits  his  purpose,  "considerateness"  rather  than 
"honesty  "  becomes  the  operative  mode  of  commu- 
nication. So  it  goes  during  the  trial  scene  itself. 

"""  Melville's  tale.  thus,  suggests  that  the  neo- 
Kantian  approach  to  problems  of  justice,  articulat- 
ed most  comprehensively  in  J.  Rawls.  A  Theory  of 
Ju.stice  251-57  (1971),  and  relied  on  by,  among 
others.  Professors  Richards,  see  D.  Richards.  The 
Moral  Criticism  of  Law  44-49  (1977);  D.  Richards, 
supra  note  11.  at  2-5.  and  Dworkin.  see  R.  Dworkin. 
Taking  Rights  Seriously  (1977).  carves  out  only  a 
small  section  of  the  complex  fullness  of  adjudica- 
tory behavior.  "There  are  more  things  in  heaven 
and  earth.  Horatio.  Than  are  dreamt  of  in  your  phi- 
losophy.'"  W.  Shakespeare.  Hamlet.  Act  I.  Scene  v 
(G.  Kittredge  ed.  1939)  (1st  Quarto  London  1603). 
Let  us  move  to  appreciate  those  "things."  for.  like 
it  or  not.  they  are  ours. 

'"» We  need  to  recall  that  the  text  of  the  story  is 
still  somewhat  in  doubt,  but  there  is  considerable 
support  for  Hayford  and  Sealts'  conclusion  that 
Melville  did  not  intend  the  "crisis  in  Christendom  " 
preface  to  be  in  the  final  version  of  the  tale.  For 
our  purposes,  it  suffices  that  Melville's  words  (su- 
perannuated or  not)  and  the  text  as  it  was  ulti- 
mately organized  are  in  essential  harmony  that 
Christian  and  other  institutional  values  of  the  nine- 
teenth century  were  in  a  state  of  transition  and 
even  crisis.  See  Hayford  &  Sealts.  supra  note  7.  at 
18-20.  for  the  textual  analysis  that  led  them  to 
delete  this  and  other  passages;  see  also  note  181 
supra. 

"»  See  Hayford  &  Sealts.  supra  note  7.  at  2-3. 

'»'  For  sections  of  the  present  analysis  touching 
on  the  implications  of  the  story  for  institutions  be- 
sides law.  see  notes  9.  48.  205.  224.  343,  352,  361,  380 
and  accompanying  text  supra, 

'•'  See  L.  Strauss,  supra  note  205.  at  25-37. 


""  Id.  at  24,  • 
culiar  techniqt 
cultar  type  of 
all  crucial  thir 
the  lines.  Tha 
readers,  but  to 
only."  Id.  at  2 
Plato.  Aristotl 
Locke.  Rousse: 
deals  with.  "» 
persecution  w^ 
tracism.  "  Id.  a 
on  to  call  "exo 
tain  "two  teaci 
ing  character, 
philosophic  te 
tant  subject.  \ 
lines."  Id.  at  3< 
'••  I  do  not  I 
ther  would  Mi 
version  in  at 
Sealts.  supra  n 
terranean  is  n 
its  way  of  har 
mode  of  the  G 
the  initials  J.C 
incidental. 

'•'The  pres( 
manuscript  ca 
the  Modern  N 
course,  plays  i 
that  forum  : 
(1956);  A.  Can 
C.  Dickens,  G 
Camus,  The  F 
ens.  Great  Ex: 
ski.  The  Brot 
1937);  F,  Dos 
Coulson  Iran: 
Faulkner,  Inti 
The  Fixer  (li 
(1894). 

'»"  Llewellyr 

ful,  in  Law.  9  1 

Mr.     BI 

through    ] 

Budd. 

Billy  Bi 
Billy  Bud 
effect,  hur 
what  this 
this  articl 
does,  is  to 
just  as  M 
can  be  abi 
and  bring 
before  Jus 
one  ever  t 
as  Chief 
decisions  t 
the  same  t 
I  spoke  ( 
of  languag 
be  ridicule 
language 
otherwise 
He  said, 
descriptioi 
works: 

Justice  R 

contempora 

the  service 

desires. 

The  adju( 

I  believ( 
Justice  R' 
abundant] 
who  cleai 
wishes  to 
and  then : 
gant  use  ( 
clsions,  af 
Justice  Sc 
servative 
comes   to 


UMI 


September  17,  1986 


CONGRESSIONAL  RECORD— SENATE 


23777 


iphy  on  this 
rely  separate, 

to  call  atten- 
^al  Imagina- 
;tion  on  "The 

sections  con- 
h  the  artistic 
id.  at  232-37, 
s  book  eight 

74  Coliun.  L. 
onal  reaction 
?  I  reopen  its 

to  White  in 
ring  the  dis- 
p  to  legal  for- 
at  128-38:  J. 
rpretation  of 


flichards.  The 

.  is  almost  ex- 
els.  he  is  reso- 
'  of  these  sub- 
ny.  When  the 
lerbosity  first 
e  orders  the 
utiny.  the  fol- 

)rily  brol(e  in 
inger.  instinc- 
-  was  about  to 
nas  assumed  a 
■  a  time  jeop- 
Inder  the  cir- 
}urposed  allu- 
rs  themselves 
how  they  re- 
?t.  for  a  petty 
Ti  in  the  pres- 
as  a  mo,st  im- 
juick  sense  of 
circumstances 
him.  Nor  at 
at  one  who  so 
lis  notice  had 
ion  should  in 

to  Vere;  when 
"  rather  than 
de  of  commu- 
'ne  itself, 
hat  the  neo- 
lice,  articulat- 
.  A  Theory  of 
n  by.  among 
lichards.  The 
D.  Richards, 
e  R.  Dworkin. 
es  out  only  a 
s  of  adjudica- 
igs  in  heaven 
)f  in  your  phi- 
let  I.  Scene  v 
London  1603). 
ngs."  for.  like 

jf  the  story  is 
>  considerable 
nclusion  that 
Christendom" 

the  tale.  For 
B's  words  (su- 
s  it  was  ulti- 
larmony  that 
is  of  the  nine- 
ransition  and 
pra  note  7.  at 

led  them  to 
also  note  181 

7,  at  2-3. 
lysis  touching 
istitutions  be- 
.  352,  361,  380 


'"  Id.  at  24.  "Persecution,  then,  gives  rise  to  a  pe- 
culiar technique  of  writing,  and  therewith  to  a  pe- 
culiar type  of  literature,  in  which  the  truth  about 
all  crucial  things  is  presented  exclusively  between 
the  lines.  That  literature  is  addressed,  not  to  all 
readers,  but  to  trustworthy  and  intelligent  readers 
only."  Id.  at  25.  Strauss  feels  that  such  writers  as 
Plato,  Aristotle.  Maimonides,  Descartes,  Hobbes, 
Locke,  Rousseau,  and  Kant,  among  others  that  he 
deals  with,  "witnessed  or  suffered  ...  a  kind  of 
persecution  which  was  more  tangible  than  social  os- 
tracism." Id.  at  33.  They  wrote  what  Strauss  goes 
on  to  call  "exoteric"  books,  namely,  books  that  con- 
tain "two  teachings:  a  popular  teaching  of  an  edify- 
ing character,  which  is  in  the  foreground:  and  a 
philosophic  teaching  concerning  the  most  impor- 
tant subject,  which  is  indicated  only  between  the 
lines."  Id.  at  36. 

"*  I  do  not  use  the  word  "gospels"  casually.  (Nei- 
ther would  Melville,  who  deleted  it  from  his  final 
version  in  at  least  one  key  place,  see  Hayford  & 
Sealts.  supra  note  7.  at  5.)  The  News  from  the  Medi- 
terranean is  nothing  other  than  the  Gospels,  and 
its  way  of  handling  reality  is  meant  to  reflect  the 
mode  of  the  Gospel  writers.  That  a  character  with 
the  initials  J.C.  becomes  the  hero  of  both  is  not  co- 
incidental. 

'•»  The  present  writer  is  concluding  a  book-length 
manuscript  called  "Justices  End:  Legal  Themes  in 
the  Modern  Novel."  in  which  Billy  Budd.  Sailor,  of 
course,  plays  a  major  role.  Other  texts  analyzed  in 
that  forum  are  J.  Barth.  The  Floating  Opera 
(1956):  A.  Camus,  The  Fall  (J.  O'Brien  trans.  1957); 
C.  Dickens.  Great  Expectations  (London  1861):  A. 
Camus.  The  Fall  (J.  O'Brien  trans.  1957);  C.  Dick- 
ens, Great  Expectations  (London  1861);  F.  Dostoev- 
ski. The  Brothers  Karamazov  (C.  Garnetl  trans. 
1937);  F.  Dostoevski.  Crime  and  Punishment  (J. 
Coulson  trans.  1967)  (St.  Petersburg  1866):  W. 
Faulkner.  Intruder  in  the  Dust  (1948);  B.  Malamud. 
The  Fixer  (1966):  M.  Twain.  Pudd'nhead  Wilson 
(1894). 

""  Llewellyn.  On  the  Good,  the  True,  the  Beauti- 
ful, in  Law.  9  U.  Chi.  L.  Rev.  224.  249  (1942). 

Mr.  BIDEN.  This  author  goes 
through  Melville's  article  on  Billy 
Budd. 

Billy  Budd  was  basically  framed. 
Billy  Budd  was  caught  up  and,  in 
effect,  hung  on  legal  technicalities.  So 
what  this  author  does,  the  author  of 
this  article,  what  Richard  Weisberg 
does,  is  to  go  through  and  show  how 
just  as  Melville  shows  how  language 
can  be  abused  so  as  to  ruin  individuals 
and  bring  about  injustice.  He,  long 
before  Justice  Rehnquist  now— and  no 
one  ever  thought  he  would  be  named 
as  Chief  Justice— takes  Rehnquist's 
decisions  to  show  how  Rehnquist  does 
the  same  thing. 

I  spoke  earlier  about  this  elegant  use 
of  language  to  reach  what  I  believe  to 
be  ridiculous  conclusions,  how  he  uses 
language  to  arrive  at  a  position  that 
otherwise  would  not  be  justifiable. 

He  said,  and  I  think  it  is  a  perfect 
description  of  how  Justice  Rehnquist 
works: 

Justice  Rehnquist's  opinion  is  a  brilliant 
contemporary  example  of  narrative  prose  in 
the  service  of  the  adjudicator's  unspoken 
desires. 

The  adjudicator's  unspoken  desires. 

I  believe  if  you  have  gone  through 
Justice  Rehnquist's  cases,  it  becomes 
abundantly  clear  that  here  is  a  man 
who  clearly  knows  the  decision  he 
wishes  to  reach  based  upon  his  desires 
and  then  searches  the  law,  and  his  ele- 
gant use  of  language  justify  those  de- 
cisions, as  opposed  to  what  I  believe 
Justice  Scalia  will  be.  a  man  with  con- 
servative views,  comes  to  the  law. 
comes   to   the   case,   not   seeking   to 


impose  his  views  but  to  adjudicate  the 
law  with  an  open  mind. 

Let  us  talk  discrimination  for  a 
minute. 

I  mentioned  before  that  the  way  in 
which  the  14th  amendment  is  inter- 
preted and  applied  varies  based  upon 
whether  or  not  it  is  being  applied  to 
race  discrimination  or  whether  it  is 
being  applied  to  sex  discrimination. 

In  order  to  find  discrimination  under 
the  14th  amendment,  it  is  much  easier 
to  find  it  in  the  case  of  race  discrimi- 
nation and  the  way  the  Court  inter- 
prets it,  than  it  is  to  find  it  in  cases  of 
sex  descrimination. 

And  there  is  a  distinction,  I  think  an 
unwarranted  distinction  but  a  distinc- 
tion made.  And  where  it  relates  to  dis- 
crimination based  on  race,  the  Court 
has  ruled  that  the  equal  protection 
clause  of  the  14th  amendment  re- 
quires that  if  the  State  is  going  to  pass 
a  law  discriminating,  that  racially  dis- 
criminatory action  is  subject  to  a  strict 
and  rigorous  scrutiny  by  the  Court  to 
determine  whether  or  not  the  discrimi- 
natory practices  serve  a  compelling 
governmental  interest.  If  it  does  not 
pass  a  strict  scrutiny  demonstrating 
that  there  is  some  compelling  Govern- 
ment interest  in  descriminating,~then 
it  is  discriminatory  and  unconstitu- 
tional. 

D  1840 

Now,  in  the  cases  relating  to  women, 
it  is  a  different  test,  particularly  ar- 
ticulated by  Justice  Rehnquist  in 
Frontiero  and  Craig  versus  Boran 
cases  where  he  says  that  the  issue 
before  the  Court  in  those  cases  in  1970 
was  whether  sexually  discriminatory 
actions  are  also  subject  to  this  rigor- 
ous and  strict  scrutiny,  this  high 
standard.  But  in  the  two  cases,  the 
Court  held  that  sexual  discriminatory 
practices  to  be  lawful  must  have  only 
an  important  governmental  interest 
and  be  substantially  related  to  the  ob- 
tainment  of  that  interest. 

In  other  words,  it  does  not  have  to 
be  a  compelling  reason  to  have  a  law, 
just  it  be  important.  One  of  those 
cases  involved  allowing  men  to  drink 
at  one  age  and  women  to  drink  at  an- 
other age,  and  another  one  of  those 
cases  related  to  whether  or  not  a  serv- 
iceman could  claim  a  wife  automatical- 
ly as  a  dependent  for  purposes  of  ben- 
efits but  a  servicewoman  could  not 
claim  a  husband  automatically. ' 

Justice  Rehnquist,  it  seems  to  me, 
through  reading  his  opinions,  based  on 
his  interpretation  of  the  constitutional 
protections  accorded  blacks  under  the 
14th  amendment,  says  that  any  law  or 
regulation  that  had  a  purpose  of  dis- 
crimining  on  the  basis  of  race  would 
be  subject  to  the  strict  scrutiny,  the 
most  rigorous  test  for  judging  consti- 
tutionality of  such  measures.  However, 
it  is  also  clear,  if  you  read  him.  that 
the  14th  amendment  was  only  intend- 
ed to  correct  the  injustices  of  slavery 


and  consequently  the  protection,  equal 
protection  clause  of  the  14th  amend- 
ment by  his  interpretation  would  not 
be  applicable  to  other  kinds  of  discrim- 
ination, such  as  those  based  on  race, 
alienage,  or  handicap.  If  you  look  at 
his  rationale.  Justice  Brennan  in  the 
Prontiero  case,  writing  for  an  8-1  ma- 
jority, him  being  the  only  one  in  the 
minority,  held  that  classification 
based  upon  sex  like  classification 
based  on  race,  alienage  and  national 
origin,  are  inherently  suspect  and 
therefore  must  be  subject  to  close 
scrutiny. 

Rehnquist,  however,  in  his  sole  dis- 
sent sided  with  the  district  court  and 
said  all  you  have  to  find  is  a  rational 
basis  for  the  discrimination,  for  the 
regulation  in  this  case  which  auto- 
matically allowed  servicemen  to  claim 
wives  as  dependents  but  allowed  serv- 
icewomen  to  claim  husbands  as  de- 
pendents only  if  she  provided  half  the 
support. 

There  was  no  test  for  support  for 
whether  or  not  a  man  could  claim  the 
woman  but  he  allowed  there  to  be  a 
test  whether  or  not  the  colonel,  the 
woman  who  is  the  colonel  in  the  Air 
Force  could  claim  her  husband— the 
only  one  who  reasoned  that.  He  goes 
out  and  he  picks  the  lowest  standard. 
He  said  if  there  is  any  rational  basis 
for  the  Govermnent  arriving  at  this 
position,  it  is  constitutional. 

Well,  I  see  my  friend  from  Massa- 
chusetts is  here,  and  I  will  conclude 
for  the  moment  by  saying  that  Justice 
Rehnquist  in  fact  uses,  as  was  stated 
in  the  law  review  article,  narrative 
prose  in  the  service  of  his  unspoken 
desires  time  and  time  and  time  again. 
That  is  not  an  open  mind.  That  is  not 
what  Justices  should  do.  I  will  come 
back  to  try  to  further  make  that  case. 
In  the  meantime  I  yield  to  my  col- 
league from  Massachusetts. 

The  PRESIDING  OFFICER.  The 
Senator  from  Massachusetts. 

Mr.  KENNEDY.  Mr.  President,  we 
have  had  the  opportunity  to  debate 
this  nomination  for  several  days.  I 
have  been  impressed  by  the  nature  of 
the  debate  and  the  discusion.  I  regret 
very  much  that  it  has  been  the  deci- 
sion of  the  Senate  to  terminate  the 
debate. 

I  understand  full  well  that  within  a 
very  short  period  of  time  the  Senate 
will  cast  a  final  vote  on  the  nomina- 
tion of  Justice  Rehnquist  to  be  Chief 
Justice.  I  intend  to  vote  in  opposition. 
In  the  final  moments  before  the  vote 
I  would  like  to  summarize  my  own  rea- 
sons for  that  and  also  to  respond  to  at 
least  some  of  the  argimients  in  sup- 
port of  the  nominee  that  have  been 
advanced  in  the  recent  debate. 

The  Chief  Justice  of  the  United 
States  is  the  highest  symbol  of  Ameri- 
ca's commitment  to  the  Constitution 
and  the  Bill  of  Rights.  He  is  the  ulti- 
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mate  protector  of  our  freedoms  and 
our  system  of  equal  justice  under  law. 

The  record  on  Mr.  Rehnquist  com- 
piled in  the  hearings  before  the  Judici- 
ary Committee  contains  overwhelming 
and  shocking  evidence  of  his  intense 
lifelong  hostility  as  lawyer,  public  offi- 
cial, and  member  of  the  Supreme 
Court  to  claims  for  racial  justice.  His 
record  is  equally  unsatisfactory  on 
other  great  issues  that  are  fundamen- 
tal to  our  system  of  justice. 

Mr.  Rehnquist  is  wrong  on  race, 
wrong  on  equal  rights  for  women, 
wrong  on  the  Bill  or  Rights,  wrong  on 
separation  of  church  and  state,  wrong 
on  the  most  basic  individual  freedoms 
protected  by  the  Constitution.  And  he 
is  not  just  wrong  on  this  issues;  he  is 
an  extremist.  His  views  place  him  far 
outside  the  mainstream  of  debate 
about  the  Constitution.  He  is  too  ex- 
treme to  be  Chief  Justice. 

Prom  his  memo  supporting  Plessy 
versus  Ferguson  at  the  beginning  of 
his  career,  to  his  leadership  in  disen- 
franchising minority  voters  under  the 
Republican  ballot  security  program,  to 
his  proposal  of  a  constitutional 
amendment  to  legalize  segregated 
schools,  to  his  appalling  record  on  civil 
rights  cases  on  the  Court,  Mr.  Rehn- 
quist has  consistently  opposed  civil 
rights. 

This  morning,  I  received  a  letter 
from  Prof.  Walter  Dellinger  of  Duke 
University,  a  highly  respected  consti- 
tutional scholar.  Commenting  on 
Rehnquist's  proposal  in  1970  of  a  con- 
stitutional amendment  to  legalize  seg- 
regated schools.  Professor  Dellinger 
states  that  the  amendment  endorsed 
"a  radical  and  sweeping  rollback  of  de- 
segregation" and  "an  acceptance  of 
racial  segregation  going  far  beyond 
that  which  should  be  acceptable  for 
one  holding  a  position  that  symbolizes 
justice  in  America." 

Defenders  of  Justice  Rehnquist  have 
argued  that  his  support  for  the  Brown 
versus  Board  of  Education  decision  is 
illustrated  by  the  fact  that  Justice 
Rehnquist  has  relied  on  the  Brown  de- 
cision in  34  cases  since  he  has  been  on 
the  Surpreme  Court.  A  review  of  those 
cases  indicates  that  Justice  Rehnquist 
has  never  relied  on  Brown  to  uphold 
the  claims  of  a  civil  rights  plaintiff. 

Of  the  34  cases,  4  actually  contain 
no  reference  to  Brown.  Twenty-two 
were  opinions  written  by  other  mem- 
bers of  the  Court  and  tell  us  little  or 
nothing  of  Mr.  Rehnquist's  views 
about  the  Brown  decision.  Indeed, 
some  of  these  opinions  also  cite  deci- 
sions which  Justice  Rehnquist  believes 
were  wrongly  decided,  including  cases 
upholding  affirmative  action  and  the 
right  to  abortion,  and  denying  the  con- 
stitutionality of  capital  punishment. 

These  citations  obviously  do  not 
mean  that  Justice  Rehnquist  now 
favors  affirmative  action,  abortion 
rights,  and  the  abolition  of  capital 
punishment— and  it  is  equally  clear 


that  the  references  to  Brown  do  not 
signal  any  support  for  civil  rights. 

Also,  among  the  propositions  that 
Brown  is  cited  for  in  these  decisions 
are  the  facts  that  public  education  is 
an  important  local  government  func- 
tion, that  Government  funding  for 
public  education  began  about  a  centu- 
ry ago,  and  that  compulsory  public 
education  became  universal  in  1918. 

The  eight  remaining  decisions  citing 
Brown  were  written  by  Justice  Rehn- 
quist, but  only  three  cite  the  central 
holding  of  Brown— and  they  do  so  only 
to  distinguish  Brown  and  rule  against 
the  plaintiffs. 

D  1850 

In  sum,  the  number  of  instances  in 
which  Justice  Rehnquist  relied  on 
Brown  to  sustain  a  claim  of  racial  dis- 
crimination is  zero.  Justice  Rehn- 
quist's appalling  record  on  race  and 
his  relentless  hostility  to  civil  rights 
remain  unrefuted. 

In  addition,  it  is  obvious  to  all  of  us 
that  Mr.  Rehnquist  was  not  candid 
with  the  committee  on  the  numerous 
controversial  incidents  that  have 
marred  his  confirmation  proceeding. 
For  example,  he  denied  that  he  har- 
assed and  intimidated  voters  in  Arizo- 
na, but  the  evidence  is  overwhelming 
that  he  did. 

Finally,  Justice  Rehnquist's  conduct 
on  the  Court  indicates  a  serious  ethi- 
cal lapse.  He  was  so  intent  on  sustain- 
ing his  totalitarian  views  about  the 
right  of  the  Government  to  spy  on  its 
own  citizens  that  he  violated  the  basic 
rules  of  judicial  ethics  that  no  person 
should  be  a  judge  in  his  own  cause.  He 
sat  as  a  member  of  the  Supreme  Court 
and  cast  the  deciding  vote  in  the  very 
case  that  upheld  the  shocking  policy 
he  had  helped  to  make— and  then 
wrote  a  deceptive  memorandum  that 
covered  up  his  breach  of  ethics. 

These  issues  of  truthfulness  and 
ethics  aside.  Justice  Rehnquist  might 
have  made  a  brilliant  19th  century 
Chief  Justice.  But  brilliance  of  judicial 
intellect  in  the  service  of  racism  and 
injustice  is  no  virtue  in  our  times— and 
no  qualification  for  the  high  office  of 
Chief  Justice  of  the  United  States. 

I  regret  that  the  Senate  has  chosen 
to  end  debate  on  this  nomination.  But 
I  hope  that  a  majority  of  the  Senate 
will  now  see  fit  to  vote  against  Mr. 
Rehnquist's  confirmation  as  Chief 
Justice  of  the  United  States— and  that 
we  will  have  the  courage  to  display  a 
sufficient  respect  for  the  Constitution 
to  ask  President  Reagan,  with  all  re- 
spect, to  try  again. 

Mr.  President,  I  suggest  the  absence 
of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 
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D  1900 

Mr.  DOLE.  Mr.  President.  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER  (Mr. 
Gramm).  Without  objection,  it  is  so  or- 
dered. 

D  1910 

ORDER  OF  PROCEDURE 

Mr.  DOLE.  Mr.  President,  let  me  in- 
dicate that  both  sides  have  been  trying 
to  see  if  we  can  agree  that  we  will  have 
two  votes  at  9  o'clock,  one  on  Justice 
Rehnquist  to  become  Chief  Justice 
and  one  on  Judge  Scalia  to  become  an 
Associate  Justice  of  the  Supreme 
Court. 

A  question  has  been  raised— and  we 
are  checking  it  now— whether  or  not  it 
would  be  appropriate  to  vote  on  Judge 
Scalia  tonight  because  there  would  not 
be  an  Associate  Justice  vacancy  until 
Justice  Rehnquist  has  been  sworn  in 
as  Chief  Justice.  So  we  are  checking 
that  with  some  of  our  legal  scholars,  if 
we  can  find  them.  We  should  have 
that  information  in  the  next  30  min- 
utes. 

RECESS  UNTIL  7:45  P.M. 

Mr.  DOLE.  Mr.  President,  since 
there  does  not  seem  to  be  too  many 
people  clamoring  to  speak,  ask  unani- 
mous consent  that  we  stand  in  recess 
until  7:45  p.m. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered 

Thereupon,  at  7:12  p.m.,  the  Senate 
recessed  until  7:45  p.m.;  whereupon, 
the  Senate  reassembled  when  called  to 
order  by  the  Presiding  Officer  (Mr. 
Gramm). 

D  1945 

The  PRESIDING  OFFICER.  The 
Senate  will  come  to  order. 

The  Chair  in  his  capacity  as  a  Sena- 
tor from  Texas  suggests  the  absence  of 
a  quorum.  The  clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

D  1950 

Mr.  DOLE.  Mr.  President,  I  as  unan- 
imous consent  for  the  order  for  the 
quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOLE.  Mr.  President,  the  pend- 
ing business  is  the  Rehnquist  nomina- 
tion? 

The  PRESIDING  OFFICER.  It  is. 

Mr.  LAXALT.  Mr.  President.  I  rise 
in  strong  support  of  the  nomination  of 
William  Rehnquist  to  be  Chief  Justice 
of  the  United  States.  William  Rehn- 
quist is  superbly  qualified  for  this 
most  important  position  by  virtue  of 
his  character,  his  temperament,  his  in- 
telligence and  competence,  and  his 
sound  legal  judgment. 

As  we  are  all  acutely  aware,  the  deci- 
sion to  confirm  a  Chief  Justice  is  one 
to  be  taken  with  the  greatest  care  and 
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with  reference  to  as  much  information 
and  knowledge  about  the  nominee  as 
possible.  In  the  case  of  Justice  Rehn- 
quist,  this  task  has  been  relatively 
simple.  The  President,  the  Senate,  and 
the  American  people  have  at  hand  15 
years  of  judicial  opinions  by  Justice 
Rehnquist  and  a  large  amount  of  addi- 
tional evidence  relating  to  his  years  of 
public  service  and  private  law  practice 
before  he  joined  the  Court. 

Whether  or  not  one  agrees  with  his 
legal  judgments  throughout  the  years, 
it  is  difficult  to  disagree  with  the 
unanimous  opinion  of  the  American 
Bar  Association  committee  that  his 
legal  analysis  and  writing  ability  are  of 
the  "highest  quality"  and  that  he 
meets,  in  general,  "the  highest  stand- 
ards of  professional  competence,  judi- 
cial temperament,  and  integrity." 

In  short,  I  believe  that  I»resident 
Reagan  made  a  truly  outstanding  se- 
lection. 

Still,  as  one  would  expect  on  a  ques- 
tion of  this  magnitude,  there  is  opposi- 
tion to  the  nomination.  The  opposi- 
tion, as  I  see  it,  rests  on  allegations 
that  attack  both  Justice  Rehnquisfs 
integrity  and  his  fitness  to  render  deci- 
sions in  civil  rights  cases. 

Justice  Rehnquisfs  integrity  is 
called  into  question  on  two  counts. 
The  first  relates  to  his  work  for  the 
Republican  Party  during  the  1960's  in 
Phoenix.  The  second  challenges  his 
decision  not  to  recuse  himself  in  1972 
from  participating  in  the  case  of  Laird 
versus  Tatum.  Let  me  comment  briefly 
on  each  of  these. 

THE  VOTER  HARASSMENT  CHARGES 

The  committee,  in  1971  and  again 
this  year,  heard  from  Individuals  who 
were  active  in  party  politics  and  in 
election  day  activities  in  Phoenix 
during  the  elections  of  1960,  1962,  and 
1964.  Five  witnesses  testified  under 
oath  either  that  they  personally  saw 
Bill  Rehnquist  bully  and  intimidate 
voters,  or  that  they  were  morally  cer- 
tain that  he  did  so.  While  the  testimo- 
ny of  the  five  evidently  did  not  refer 
to  the  same  single  incident,  the  wit- 
nesses did  agree  that  the  events  in 
question  took  place  at  polling  places  in 
predominantly  minority  sections  of 
Phoenix  on  the  election  days  of  1960, 
1962,  and  1964. 

For  his  part.  Justice  Rehnquist,  in 
1971  and  again  this  year,  denied  ever 
harassing  or  intimidating  voters, 
either  as  an  official  challenge  or  in 
any  other  capacity,  at  any  time.  His 
denial  is  firm  and  without  qualifica- 
tion. Justice  Rehnquist  did  testify  that 
during  the  elections  of  1960,  1962,  and 
1964  he  participated  in  Republican 
Party  politics  as  a  legal  adviser  to  the 
party  and  to  the  official  Republican 
challengers  in  the  Phoenix  area.  In 
this  capacity,  he  did,  in  1960  and  1962, 
have  occasion  to  visit  several  Phoenix 
polling  places  to  resolve  disputes  and 
other  problems  involving  the  official 


Republican    challengers    assigned    to 
those  locations. 

The  question,  then,  is  who  do  you 
believe?  Or,  rather,  whose  memories  of 
22,  24,  or  26  years  ago  do  you  believe: 
the  five  witnesses— four  of  whom  were 
active  Democrats— who  accuse  the  Jus- 
tice of  intimidation?  Or  the  six  wit- 
nesses—four of  whom  were  active  Re- 
publicans and  one  an  active  Demo- 
crat—who defend  him? 

In  my  opinion,  all  of  the  witnesses- 
partisan  and  not  partisan— told  the 
committee  the  truth  to  the  best  of 
their  recollection.  But  I  believe  that 
Senator  Leahy  is  correct  when  he  says 
that  the  evidence  here  is  not  "clear 
and  convincing."  And  Senator  Ma- 
THiAS,  one  of  the  sages  of  the  Senate, 
also  wisely  remarked  that  the  testimo- 
ny "probably  tells  us  more  about  the 
uncertainties  of  human  memory  than 
about  the  nominee's  veracity  and  fit- 
ness for  office." 

For  my  part,  after  observing  Justice 
Rehnquist  over  the  years  and  during 
the  2  days  of  cross-examination  by  the 
Judiciary  Committee,  I  must  admit 
that  I  have  a  difficult  time  accepting 
the  image  of  "Rambo  Rehnquist"  that 
the  accusing  witnesses  portray.  The 
conduct  described  by  these  witnesses  is 
totally  inconsistent  with  the  scholarly, 
soft-spoken,  gentle  character  that  we 
all  witnessed  during  the  hearing  and 
that  is  so  well  known  to  Justice  Rehn- 
quisfs colleagues  on  the  Court.  I 
simply  cannot  believe  that  he  bullied 
any  voters  at  any  time  anywhere  and, 
in  particular,  not  in  Phoenix  at  the 
times  in  question. 

LAIRD  VERSDS  TATOM 

The  issue  in  the  Laird  versus  Tatum 
case  is  the  extent  of  the  Justice's  per- 
sonal knowledge  of  the  facts  in  dispute 
in  that  case.  The  statute  at  that  time 
had  as  its  principal  purpose,  I  believe, 
the  requirement  that  judges  who  have 
personal  knowledge  of  the  disputed 
facts  or  who  are  otherwise  too  in- 
volved in  the  actions  giving  rise  to  the 
case  to  be  able  to  render  a  fair  judg- 
ment must  disqualify  themselves  from 
sitting  in  the  case. 

Recusation  problems,  in  close  cases, 
have  always  been  among  the  most  dif- 
ficult to  resolve.  Of  necessity  the 
judge  in  question  must  decide  whether 
his  participation  will  appear  so  inap- 
propriate that  the  legitimacy  of  the 
decision  will  be  called  into  question. 
When  the  judge  in  question  is  a  Su- 
preme Court  Justice,  the  problem  is 
intensified  because  the  Court,  as  the 
tribunal  of  last  resort,  is  obligated  to 
render  judgments  in  the  cases  of  na- 
tional importance  that  it  accepts  for 
decision. 

Laird  versus  Tatum  was  such  a  case. 
And  Justice  Rehnquisfs  particular  sit- 
uation called  for  one  of  those  close, 
difficult  personal  and  legal  decisions 
that  inevitably  do  not  satisfy  everyone 
with  an  interest  in  the  case. 


I  believe  that  Justice  Rehnquisfs  de- 
cision to  participate  in  Laird  versus 
Tatum  was  entirely  appropriate.  His 
sensitivity  to  the  issues  confronting 
him  was  reflected  in  his  long,  carefully 
reasoned  memorandum.  In  it,  he  dem- 
onstrated that  the  terms  of  the  appli- 
cable statute  did  not  expressly  require 
him  to  sit  out  the  case.  The  question 
that  ultimately  confronted  him,  then, 
was  whether  or  not  his  participation 
violated  the  purpose  of  the  statute— 
namely,  to  disqualify  himself  if  he  had 
been  too  involved  in  the  actions  giving 
rise  to  the  legal  action. 

The  Justice's  critics  argue  on  this 
point  that,  as  an  Assistant  Attorney 
General  in  charge  of  the  Office  in  the 
Department  of  Justice  working  on  do- 
mestic surveillance  policy  at  that  time. 
William  Rehnquist  must  have  had  per- 
sonal, actual  knowledge  sufficient  to 
require  his  disqualification.  But  in 
light  of  all  of  the  facts  that  were 
known  at  the  time  and  that  have  been 
discovered  since  1972,  that  conclusion 
simply  cannot  be  maintained. 

As  head  of  the  Office  of  Legal  Coun- 
sel, Justice  Rehnquist  in  one  sense 
was,  of  course,  responsible  for  what 
went  on  in  the  that  Office  and  for 
what  was  in  the  documents  he  signed 
and  the  testimony  he  gave.  This  is  the 
very  nature  of  "official  responsibility." 
All  of  us  here  know,  however,  that 
those  "officially  responsible"  seldom 
do  the  actual  research  and  writing  of 
the  documents  and  testimony  attrib- 
uted to  them.  I  would  venture  to  say 
that  some  of  us  who  are  taking  part  in 
this  debate  on  the  nomination  may 
not  have  even  written  their  own 
speeches. 

Very  often,  public  officials  do  not  do 
the  actual  negotiating  and  even  the 
policy  and  decisionmaking  for  which 
their  offices  are  responsible.  In  short, 
it  is  difficult  for  observers  of  public  of- 
ficials to  determine  just  what  the  offi- 
cials personally  know  about  a  given 
subject,  and  it  is  even  more  difficult 
sometimes  for  the  official  himself  to 
sort  it  out. 

In  my  opinion,  Justice  Rehnquist,  in 
his  lengthy  memorandum,  dealt  with 
the  recusation  question  honestly  and 
appropriately.  His  statement  reflects 
the  same  careful  and  conscientious  de- 
liberation that  we  have  come  to  expect 
from  this  man.  In  other  cases  during 
his  tenure,  he  has  recused  himself 
from  cases  when  the  situation  called 
for  it.  I  cannot  believe  that  he  was  so 
bent  on  deciding  the  Laird  case  that, 
he  intentionally  violated  the  legal  and 
ethical  standards  in  question.  That 
type  of  conduct  just  does  not  fit  the 
character  of  this  man  as  I  know  him. 

The  Phoenix  election  activities  and 
the  Laird  case,  and  also  to  a  lesser 
extent  the  Rehnquist  memo  to  Justice 
Jackson  in  the  Brown  case,  serve  as 
the  grounds  for  the  principal  attacks 
on  Justice  Rehnquisfs  integrity.  Prom 
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the  opponents'  point  of  view,  they  are 
safe  arguments:  by  their  very  nature 
they  cannot  be  absolutely  refuted. 
There  are  no  daylong  videotapes  of 
Bill  Rehnquist  capturing  his  every 
action  on  the  election  days  of  1960, 
1962.  and  1964.  And  there  is  no  abso- 
lute way  of  determining  the  extent  of 
his  actual  knowledge  of  the  disputed 
facts  in  the  Laird  versus  Tatum  case  in 
the  early  1970's.  We  must  simply  con- 
sider what  we  know  and  then  decide 
for  ourselves— by  no  means  an  easy  de- 
termination—what is  probably  the 
truth. 

In  both  cases.  I  have  no  doubts  that 
the  Justice  is  telling  the  truth  and 
that  his  recollection  of  the  events  in 
question  is  accurate. 

THE  JACKSON  MEMO 

The  nominee's  opponents  call  into 
question  his  ability  to  render  fair  and 
just  decisions  in  "civil  rights"  cases  for 
two  reasons.  The  first  is  the  views  ex- 
pressed in  his  memo  to  Justice  Jack- 
son on  the  school  desegregation  case 
in  1952.  The  second  is  his  allegedly  ex- 
treme and  doctrinaire  position  on  civil 
rights  issues  before  and  after  he 
became  a  Supreme  Court  Justice.  I  be- 
lieve that  I  can  respond  to  each  of 
these  charges  more  briefly  than  I  did 
to  the  first  two  issues. 

The  "Jackson  memo"  is  also  used  by 
the  critics  to  attack  Justice  Rehn- 
quist's  integrity.  His  opponents  argue 
that  he  has  not  responded  candidly  to 
questions  raised  in  1971  and  again  this 
year  about  the  purpose  of  the  memo. 
The  critics  say  that,  first,  the  memo 
was  clearly  intended  to  persuade  Jus- 
tice Jackson  to  adopt  the  author's  pro- 
segregationist  point  of  view.  Second, 
the  opponents  say  that  Justice  Rehn- 
quist says  that  the  memo  represented 
Justice  Jackson's  final,  considered  po- 
sition on  the  subject. 

I  do  not  believe  that  either  of  these 
statements  is  correct. 

Let  us  be  clear  about  the  intended 
purpose  of  the  memo  as  explained  by 
Justice  Rehnquist  and  his  fellow  clerk, 
Donald  Cronson.  Prom  my  reading  of 
the  testimony,  the  Rehnquist  memo 
and  the  Cronson  memo  were  intended 
by  their  authors  to  serve  as  adtemative 
"talking  points,"  representing  the  po- 
sition yet  to  be  selected  by  Justice 
Jackson  on  the  Brown  case  and  to  be 
presented  by  Jackson  to  the  members 
of  the  Supreme  Court  when  the  Court 
discussed  the  case. 

The  memos  were  not  intended  to 
represent  the  actual  views  of  Justice 
Jackson  at  the  time  that  they  were 
written:  that  does  not  make  sense  in 
light  of  the  contrary  positions  taken 
In  the  two  memos.  Nor,  I  believe,  were 
the  memos  primarily  intended  to  per- 
suade Justice  Jackson  to  adopt  one  or 
the  other  position. 

Rather,  the  memos  were  intended  to 
present  coherent,  logically  sound  and 
defensible  rationales  for  either  of  the 
two  principal  legal  positions  being  con- 


sidered at  that  time  by  Justice  Jack- 
son in  the  Brown  case.  The  Justice 
could  use  either  one.  depending  on  the 
position  he  finally  chose. 

I  believe  that  a  close  reading  of  the 
two  memos  bears  this  out.  Neither 
memo  contains  any  explicit  statements 
indicating  that  the  clerks  who  au- 
thored them  were  addressing  Justice 
Jackson.  The  general  tone  of  the 
memos  also  does  not  lead  the  reader  to 
infer  that  the  clerks  are  writing  to 
their  boss.  Such  an  inference  is  possi- 
ble, but  more  plausible  is  the  inference 
that  the  memo  is  to  be  used  by  the 
Justice  as  a  statement  to  others— a 
statement  that  Justice  Jackson  would 
doubtless  wish  to  edit  and  polish,  but  a 
statement  that  did  not  appear  to  be 
exclusively  for  the  eyes  of  Justice 
Jackson  himself. 

Then.  too.  both  memos  have  similar 
titles:  "A  Random  Thought  on  Segre- 
gation Cases"  and  "A  Few  Express 
Prejudices  on  the  Segregation  Cases." 
It  is  not  likely  that  clerks  would  enti- 
tle routine  memos  in  this  way. 

We  can  go  through  each  memo  with 
a  fine-tooth  comb  and  find  phrases 
and  sentences  that  are  consistent  with 
other  interpretations  of  the  real  pur- 
pose of  the  memos,  but  I  believe  that 
we  must  also  admit  that  on  balance 
the  memos  themselves  strongly  sup- 
port Justice  Rehnquist's  account  of 
them. 

Por  those  who  find  the  content  of 
the  Rehnquist  memo  appalling,  I 
should  note  that  both  memos— the 
Cronson  memo  is  also  quite  reserved  in 
its  recommendation— reflected  the  po- 
sitions taken  by  many  responsible,  un- 
prejudiced individuals  on  one  of  the 
most  difficult  legal  questions  of  that 
time.  We  may  regret  our  history,  but 
we  cannot  alter  it. 

I  believe  the  Justice  when  he  says 
that  he  does  not  now  and  did  not  in 
1952  hold  segregationist,  racist  views.  I 
certainly  believe  that  the  1952  memo 
and  Justice  Rehnquist's  subsequent 
explanation  cast  doubt  upon  neither 
his  fairmindedness  nor  his  integrity. 

THE  OPINIONS  IN  "CIVIL  RIGHTS  CASES" 

Finally,  I  want  to  address  the  criti- 
cism that  is  based  on  Justice  Rehn- 
quist's opinions  in  civil  rights  decisions 
over  the  years.  The  claim  is  that  Wil- 
liam Rehnquist  is  at  the  wrong  "ex- 
treme" in  these  cases,  and  it  is  implied 
that  the  right  position— the  "main- 
stream" position— is  almost  always  to 
favor  the  individual  plaintiffs  in  civil 
rights  cases. 

We  have  already  heard  references 
during  this  debate  to  the  excellent 
study  by  the  Washington  Legal  Foun- 
dation showing  that  the  Justice  is  cer- 
tainly in  the  "mainstream"  of  Court 
opinion  in  these  cases.  What  I  would 
like  to  remark  upon  briefly  is  the  as- 
sumption that  the  side  of  the  plaintiff 
alleging  a  violation  of  his  civil  rights  is 
presumptively  the  right  side  in  "civil 
rights  cases." 


The  term  "civil  rights  cases"conjures 
up  the  image  of  intentional,  malicious 
discrimination  against  an  individual 
solely  because  of  that  individual's 
race,  sex,  creed,  or  national  origin.  I 
unconditionally  agree— I  am  sure  that 
all  of  us  unconditionally  agree— that 
such  discrimination  is  bad  and  illegal 
and  that  it  should  always  be  opposed 
by  good  men  and  women  everywhere. 

But  "civil  rights  cases"  seldom 
center  on  so  simple  an  issue.  Civil 
rights  litigation  and  civil  rights  juris- 
prudence over  the  past  few  decades 
have  focused  instead  upon  efforts  to 
use  civil  right  statutes  and  constitu- 
tional doctrines  in  new  ways,  ways 
that  arguably  were  never  intended  by 
the  authors  of  the  statutes  and  the 
Pramers  of  the  Constitution.  Many  of 
these  cases  trivialize  the  sound  mean- 
ing of  "civil  rights,"  "equal  protec- 
tion," and  "due  process."  Many  other 
cases  present  unprecedented  legal 
questions  upon  which  reasonable  men 
of  good  faith  may.  and  often  must, 
differ.  Often  the  question  presented 
for  decision  in  these  cases  is  implicitly 
that  of  whether  the  courts  should  cor- 
rect an  alleged  wrong  by  twisting  and 
contorting  the  legal  interpretations  of 
existing  statutes  or  whether  the  task 
of  justice  must  be  left  to  Congress  and 
the  political  process.  In  short,  the- 
plaintiff  is  not  always  right:  justice  is 
not  always  on  his  side. 

It  is  on  these  types  of  civil  rights 
questions  that  Justice  Rehnquist  has 
often  differed  from  his  colleagues  in 
the  past.  I  should  note,  however,  that 
his  dissents  of  the  past  are  increasing- 
ly becoming  the  basis  of  the  sound  ma- 
jority decisions  of  the  present,  and  I 
see  no  cause  for  alarm  to  anyone  in 
this  development. 

I  have  no  difficulty  whatever  in 
saying  that  it  is  just  as  wrong  to  call 
William  Rehnquist  "weak"  on  civil 
rights  as  it  is  to  call  him  a  bigot.  Both 
suggestions  are  dead  wrong  and  do  in- 
justice to  a  good  man  who  will  become 
a  great  Chief  Justice. 

I  have  taken  some  time  here  to  re- 
spond to  the  major  charges  against 
the  nominee.  In  conclusion,  let  me  say 
that  our  Nation  is  fortunate  indeed  to 
have  a  nominee  of  William  Rehn- 
quist's caliber.  I  urge  my  colleagues  to 
approve  the  nomination  and  to  allow 
Justice  Rehnquist  to  take  his  proper 
place  as  "first  among  equals"  on  the 
Court. 

Mr.  DOLE.  Mr.  President,  we  are 
prepared  to  complete  debate  on  the 
Rehnquist  nomination.  Once  that  is 
done,  if  we  can.  we  will  either  vote  or 
take  up  the  Scalia  nomination  and 
have  two  votes  back  to  back. 

Some  question  has  been  raised  about 
whether  the  Scalia  nomination  could 
be  voted  upon  prior  to  a  vacancy  oc- 
curring of  an  Associate  Justice  of  the 
Supreme  Court.  I  am  advised  that  it  is 
not   a   problem.   We   now   have   the 
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rather  lengthy  memorandum,  which  I 
will  not  include  in  the  Record,  but  I 
will  deliver  it  to  the  distinguished  Sen- 
ator from  Delaware  for  his  perusal. 
We  have  other  material. 

Mr.  BIDEN.  Mr.  President,  I  say  to 
the  majority  leader,  in  terms  of  time, 
that,  to  the  best  of  my  knowledge, 
there  are  only  three  more  Senators 
who  wish  to  say  anything  in  addition 
on  this  nomination.  The  distinguished 
Senator  from  Ohio  will  shortly  be  pre- 
pared to  do  so.  I  have  a  few  more 
things  to  say,  which  will  not  take  long. 
The  Senator  from  Arizona  [Mr. 
DeConcini]  wishes  to  speak  in  support 
of  Justice  Rehnquist,  and  I  believe  he 
indicated  that  he  would  be  prepared  to 
do  that  somewhere  from  about  8:20  to 
8:30. 

I  will  ask  the  Senator  from  Ohio 
whether  he  wishes  to  speak  now,  and 
if  so,  I  will  withhold  my  further  com- 
ments until  the  Senator  from  Ohio 
has  finished. 
I  yield  the  floor. 

Mr.  METZENBAUM.  Mr.  President, 
we  are  now  coming  to  that  point 
where  the  die  will  be  cast  and  the 
votes  will  be  counted;  and,  in  all  proba- 
bility. Justice  Rehnquist  will  become 
Chief  Justice  of  the  United  States. 

To  me,  it  is  a  very  solemn  occasion. 
As  a  matter  of  fact,  it  is  a  very  sad  oc- 
casion, because  I  feel  very  strongly 
that  the  responsibility  that  rests  upon 
our  shoulders  has  not  been  taken  as 
seriously  as  it  should. 

Chief  Justice  of  the  United  States:  A 
position  as  powerful  as  almost  any 
other  position  in  the  United  States;  in 
some  respects  coequal  with  the  Presi- 
dent of  the  United  States;  in  some  re- 
spects even  more  powerful  than  the 
President  of  the  United  States. 

We  are  about  to  confirm  a  man  who 
some  would  like  to  argue  should  be 
confirmed  because  the  President  has 
chosen  him,  and  the  President  won  by 
an  overwhelming  margin,  and  there- 
fore, he  ought  to  be  confirmed;  that  it 
is  his  political  philosophy  that  is  at 
issue— notwithstanding  the  fact  that 
some  of  us  have  stood  on  this  floor 
and  in  the  committee  and  said  that  is 
not  the  issue.  If  it  were.  Justice 
Sandra  Day  O'Connor  would  not  have 
been  confirmed  by  a  vote  of  99  to  0.  If 
it  were.  Judge  Scalia  would  not  be  con- 
firmed, as  he  undoubtedly  will  be  this 
evening,  by  a  vote  equal  to  that  of  Jus- 
tice O'Connor  or  even  by  a  vote  very 
close  to  it. 

The  issue  is  not  that.  The  issue  is, 
can  this  man  be  the  leader  of  this 
Court?  Can  he  provide  that  sense  of 
harmonizing  and  bringing  the  Court 
together  so  that  it  continues  to  com- 
mand the  respect  it  does  at  this  time; 
or  will  his  confirmation  and  his  sitting 
as  Chief  Justice  merely  change  the 
Court  into  a  political  machine  where 
one  man  will  attempt  to  use  his 
powers  in  order  to  further  his  own  po- 
litical philosophy?  Is  he  the  kind  of 


man  who  can  take  those  who  are  on 
the  Court  who  disagree  with  him  and 
try  to  bring  them  together,  as  Chief 
Justice  Burger  did  in  connection  with 
the  Brown  versus  Board  of  Education 
decision? 

The  Chief  Justice  of  the  United 
State  ought  to  be  a  special  person.  He 
ought  to  be  a  person  whose  integrity  is 
beyond  question,  to  whom  every 
person  in  the  United  States  can  look 
and  feel  confident  that  justice  will  be 
done  by  this  Chief  Justice.  But  the 
fact  is  that  there  is  not  a  member  of  a 
minority  in  this  country,  whether  that 
minority  be  black  or  Hispanic,  who 
can  look  to  this  Chief  Justice— if  and 
when  he  is  confirmed— and  feel  that 
equal  justice  under  the  law  will  be 
done. 

Look  at  the  record  in  case  after  case 
after  case  after  case.  He  always  winds 
up  in  opposition  to  the  rights  of  the 
minority. 

Look  at  his  actions  in  connection 
with  the  whole  issue  of  Brown  versus 
Board  of  Education  and  the  Plessy 
versus  Ferguson  memo,  and,  with  no 
exception.  Justice  Rehnquist  is  always 
on  the  side  that  is  against  the  minori- 
ty. 

Can  the  women  of  this  country  feel 
any  sense  of  comfort,  when  he  be- 
comes Chief  Justice  of  the  United 
States?  I  think  not.  They  have  indicat- 
ed by  their  public  statements  hereto- 
fore made  and  by  their  letters  that 
they  are  concerned;  and  they  have  a 
right  to  be  concerned,  when  you  read 
some  of  the  language  that  he  ennun- 
ciated  when  he  was  discussing  the 
ERA. 

There  is  no  problem  about  whether 
he  is  for  the  ERA  or  against  the  ERA. 
That  is  not  the  issue.  But  when  you 
look  at  the  language  he  used  in  con- 
nection with  that  issue,  you  recognize 
that  there  is  something  about  this  Jus- 
tice who  thinks  that  somehow,  some 
way,  women  in  this  country  are 
second-class  citizens. 

The  Chief  Justice  of  the  United 
States  must  have  unquestioned  mteg- 
rity,  but  no  person  can  read  the  record 
of  this  man  in  his  dealings  with  the 
U.S.  Senate  in  1971  and  1976  and  come 
away  feeling  that  he  has  unquestioned 
integrity,  a  Justice  who  replies  to  an 
inquiry  from  the  Senator  from  Mary- 
land, ''I  can't  recollect,  I  don't  recol- 
lect, I  can't  remember."  We  were  not 
talking  about  some  specific  night, 
some  specific  say,  some  specific  hours. 
We  were  talking  about  his  own  in- 
volvement in  the  preparation  of  a 
memo  and  preparation  of  a  whole  posi- 
tion paper,  having  to  do  with  the  ques- 
tion of  military  surveillance  of  civil- 
ians. He  cannot  remember  whether  he 
was  or  was  not  involved  and  what  he 
said  and  what  he  did. 

Come  now.  Come  now,  Mr.  Justice. 
Do  you  really  want  the  American 
people  to  accept  that? 


This  is  the  same  man  about  whom  so 
many  testified  that  he  was  involved  in 
challenging  and  harassing  and  intimi- 
dating voters,  and  he  makes  a  total 
denial.  Five  people  come  forward 
under  oath  and  say  they  saw  him,  and 
he  says,  "I  didn't  do  it.  I  wasn't  there. 
It  wasn't  I." 

Come,  now,  Mr.  Justice.  Are  the 
American  people  really  expected  to  be- 
lieve that? 

The  evidence  is  irrefutable.  He  was 
there,  he  did  it,  and  he  had  a  right 
possibly  to  do  it  and  in  some  instances 
it  might  have  been  legal.  Certainly  it 
was  legal  to  challenge.  It  was  not  legal 
to  intimidate  and  harass.  But  he  says 
he  does  not  remember  anything  at  all 
about  what  occurred  at  that  time. 

The  Jackson  memo— it  has  been  dis- 
cussed time  and  time  again,  but  again 
we  find  an  instance  in  which  you  say 
what  kind  of  man  is  this?  What  kind 
of  a  man  is  it  who  says  in  one  instance 
that  he  agrees  with  a  particular  posi- 
tion that  the  Supreme  Court  had 
reached  at  an  earlier  time  and  then 
some  years  later  he  says  that  was  not 
his  position;  his  position  was  directly 
opposite  that. 

That  is  what  he  said  in  1971,  and 
then  in  1986  he  comes  before  the  com- 
mittee for  confirmation  and  one  of  the 
Senators  asks  him  what  was  his  posi- 
tion in  1952,  and  he  says  he  did  not 
have  a  position. 

Come  now,  Mr.  Justice.  Are  the 
American  people  really  expected  to  be- 
lieve that? 

Then  the  whole  issue  with  respect  to 
the  restrictive  covenant,  the  restrictive 
covenant.  Bad  enough  to  be  involved, 
bad  enough  not  to  have  raised  the 
issue,  bad  enough  not  to  have  not 
challenged  the  situation.  Bad  enough 
not  to  have  done  something  about  it. 
But  far  worse  not  to  have  leveled,  not 
to  have  stated  the  facts  to  the  Judici- 
ary Committee  when  we  inquired  of 
him  about  it.  He  told  us  he  only 
learned  about  the  restrictive  cov- 
enants 3  or  4  days  before  the  hearing 
when  he  saw  the  FBI  report.  And  then 
lo  and  behold,  the  Washington  Legal 
Times  writes  a  story  about  having 
talked  with  his  lawyers  and  having 
talked  with  his  lawyers  they  report 
that  the  lawyers  had  advised  him  in 
writing  about  the  restrictive  covenants 
concerning  restrictions  against  the 
Hebrew  race. 

There  is  no  such  thing  as  the 
Hebrew  race,  I  might  point  out,  but  ev- 
erybody understands  what  was  intend- 
ed. 

And  then  what  does  Justice  Rehn- 
quist do?  On  the  very  day  that  the 
Washington  Legal  Times  reports  the 
story  about  the  two  lawyers  having 
said  that  they  had  sent  him  letters  in 
connection  with  these  restrictive  cov- 
enants in  the  deed,  then  and  only  then 
does  he  sit  down  and  write  a  letter  to 
the  chairman  of  the  Judiciary  Com- 
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mittee  and  say  "In  rummaging 
through  my  papers  I  find  that  I  was  so 
advised  by  two  attorneys." 

He  does  not  say  "When  I  saw  that 
the  whole  world  learned  about  it  in 
the  Washington  Legal  Times,  then 
and  only  then  did  I  decide  to  report 
the  facts  to  you  accurately." 

This  is  a  Justice  who  lost  his  credi- 
bility. This  is  a  Justice  who  was  not 
candid.  This  is  a  Justice  who  did  not 
tell  the  facts  when  he  appeared  before 
the  committee  in  1971  and  again  in 
1986. 

And  now  my  colleagues  across  the 
aisle  are  all  going  to  vote  for  him  be- 
cause President  Reagan  wants  him.  I 
say  to  you.  President  Reagan  may 
want  him,  but  I  wonder  whether  your 
children  want  him,  I  wonder  whether 
your  grandchildren  will  want  him,  I 
wonder  whether  or  not  he  will  not 
turn  the  clock  back  on  all  those  things 
that  the  Constitution  has  stood  for 
over  a  period  of  many  years. 

The  price  that  will  be  paid  for  the 
political  decision  that  will  be  made  to- 
night is  an  insufferable  one.  The  price 
that  will  be  paid  is  the  highest  price 
that  could  be  possibly  paid  and  yet  my 
colleagues  across  the  aisle  have  been 
unwilling  to  look  at  the  facts,  to 
search  the  record,  to  seek  out  in  their 
own  conscience  whether  this  man 
should  or  should  not  be  confirmed. 

I  have  talked  with  some  of  you  and 
you  have  indicated,  ■"Well,  I  may  as 
well  go  along,  there  is  no  smoking 
gun." 

There  may  be  no  smoking  gun,  but 
the  fact  is  there  is  a  lot  of  smoke  and  a 
lot  of  fire.  There  is  a  lot  of  problem. 

And  you  are  going  to  pay  an  awful 
price.  You  are  going  to  pay  an  awful 
price,  either  yourselves  or  your  chil- 
dren or  your  grandchildren. 

They  are  going  to  have  less  respect 
for  the  Supreme  Court  of  the  United 
States  by  reason  of  your  action  to- 
night than  the  people  of  this  country 
have  ever  had  for  the  Supreme  Court. 

The  people  of  this  country  have  re- 
spect for  the  Supreme  Court  of  the 
United  States.  I  have  respect  for  that 
Court. 

But  we  are  not  adding  to  its  luster. 
We  are  not  adding  to  its  credibility. 
We  are  not  adding  to  his  stature  in 
this  country  when  we  elevate  Justice 
Rehnquist  to  be  Chief  Justice. 

Nobody  questions  his  intellect.  Ev- 
eryone agrees  Justice  Rehnquist  is 
smart.  There  is  no  argument  about 
that. 

Everybody  agrees  that  he  has  legal 
training,  not  enough  legal  training  to 
remember  some  of  the  facts  about 
things  that  occurred  in  his  lifetime, 
but  he  certainly  has  legal  training 
with  respect  to  the  books  and  the  law. 

I  say  to  my  colleagues  that  the  deci- 
sion that  you  are  going  to  arrive  at  to- 
night may  prove  to  be  the  worst  vote 
that  you  have  ever  cast  since  you  have 
been  in  the  U.S.  Senate.  You  may 


have  cast  votes  having  to  do  with  SDI, 
having  to  do  with  defense  spending, 
having  to  do  with  human  rights, 
having  to  do  with  South  Africa, 
having  to  do  with  aid  to  the  Contras 
and  everything  else.  But  there  is  no 
more  important  decision,  no  more 
single  vote  that  has  greater  impact 
upon  the  American  people  and  the 
future  of  our  country  than  the  action 
which  is  about  to  be  taken  in  confirm- 
ing Justice  Rehnquist  to  be  Chief  Jus- 
tice. 

I  think  it  is  a  sad  night.  I  think  it  is 
a  very  sad  night.  And  somehow,  some 
way,  I  wish  that  I  could  get  through  to 
those  across  the  aisle  and  try  to  shake 
them  up  a  little  bit  and  say  you  have  a 
right  to  vote  any  way  you  want.  Your 
vote  is  your  decision.  But  if  you  just 
look  at  the  facts,  if  you  would  just 
search  the  record,  if  you  would  just  let 
your  conscience  be  your  guide,  instead 
of  your  politics.  Justice  Rehnquist 
would  not  be  confirmed  as  Chief  Jus- 
tice of  the  United  States. 

I  yield  the  floor. 

The  PRESIDING  OFFICER  (Mr. 
Trible).  The  Senator  from  Delaware 
is  recognized. 

Mr.  BIDEN.  Mr.  President,  you 
know  we  are  about  to  vote,  and  it  has 
been  said  a  number  of  times  to  the 
point  I  think  that  maybe  people  be- 
lieve it;  but  it  is  not  true. 

And  the  thing  that  has  been  said 
many  times  is  that.  A,  the  President, 
under  the  Constitution,  is  automatical- 
ly entitled  or  near  automatically  enti- 
tled to  his  or  her  nominee  for  the 
Court.  And  I  find  it  interesting  that 
everybody  who  has  written  about  Jus- 
tice Rehnquist's  nomination  to  the 
Court  by  the  President  has  said  some- 
thing to  the  following  effect.  All  the 
supporters  of  the  nomination  have 
said:  "The  President  chose  Justice 
Rehnquist  because  he  was  a  brilliant 
conservative  who  shared  Ronald  Rea- 
gan's philosophic  point  of  view  on  the 
issues."  And  everyone  automatically 
says,  "Well  a  President  can  go  and 
decide  that  he  wants  someone  and 
pick  them  solely  on  ideology." 

D  2010 

President  Reagan  had  a  choice  of  a 
number  of  conservatives  he  could  have 
appointed  to  the  Chief  Justice  slot, 
but  they  made  it  clear  they  wanted 
the  most  conservative  jurist  they 
could  find  for  that  slot.  And  in  his 
choice  of  all  of  his  other  judicial  nomi- 
nees, he  said  the  same  thing.  And  that 
is  his  right. 

But  when  any  of  us  raise  the  issue  of 
whether  or  not  Justice  Rehnquist's 
stretched  interpretation  of  the  law, 
the  Constitution  as  it  related  to 
women  and  blacks  and,  by  the  way,  in- 
dividuals against  the  state,  we  are  told, 
"Well,  we  should  not  look  at  the  ideol- 
ogy of  that  person."  As  if  to  say.  the 
way  that  is  interpreted,  the  Constitu- 
tion says  that  it  is  all  right  for  the 


President  to  be  purely  ideological  in 
picking  his  nominee  for  the  Court,  but 
it  is  not  all  right  for  the  U.S.  Senate  to 
consider  the  confirmation  of  a  nomi- 
nee based  on  how  he  or  she  thinks 
about  the  issue.  Clearly  that  is  not 
what  the  Constitution  meant. 

And  the  other  sort  of  accepted  collo- 
quial wisdom  which  is  not  true  that  is 
often  used  around  here  is  that.  "Well, 
not  only  should  the  President  be  able 
to  choose,  based  on  ideological 
grounds,  who  should  be  on  the  Court 
and  we  should  just  rubber-stamp 
them,  but  that  the  burden  is  upon 
those  who  question  whether  or  not  the 
nominee  should  sit  on  the  Court  to 
prove  beyond  a  reasonable  doubt  that 
the  nominee  is  not  qualified." 

Well,  that  is  also  not  true  from  a 
legal  standpoint.  The  fact  of  the 
matter  is  that  we  are  voting  on  some- 
one to  be  the  leader  of  the  third  co- 
equal branch  of  the  Government.  And 
to  suggest  that  the  Senate  has  to 
prove  that  that  person  is  not  quali- 
fied—that the  burden  is  on  us  to  prove 
he  is  not  qualified,  rather  than  the 
burden  being  upon  the  nominee  and 
the  proponent  of  the  nominee  to  prove 
that  they  should  be  on  the  Court— is 
like  saying  that  the  burden  is  upon 
the  people  of  Delaware  to  prove  that  I 
should  not  be  a  Senator,  rather  than 
the  burden  being  on  me  to  go  to  my 
constituency  and  say:  "This  is  why  I 
think  I  would  be  a  good  representative 
of  this  State  in  the  Senate."  The 
burden  is  on  me  to  do  that.  The 
burden  is  upon  the  candidate  for  the 
President  of  the  United  States  of 
America  to  say,  "Let  me  prove  that  I 
should  be  President." 

And  yet  we  act  around  here  like  the 
burden  is  not  upon  the  nominee  for 
the  Court— an  equally  powerful  body. 
The  Court  is  as  powerful  and  as  im- 
portant as  the  Congress  or  as  the 
President.  And  the  burden  is  on  Jus- 
tice Rehnquist,  through  his  testimony 
and  his  record,  to  prove  that  he  should 
be  named  to  be  the  Chief  Justice  of 
the  United  States. 

The  other  notion  is  we  hardly  ever 
reject  nominees  for  the  Supreme 
Court.  The  first  Chief  Justice  nominee 
to  the  Supreme  Court  of  George 
Washington's  was  rejected.  More 
people  have  been  rejected  by  the  U.S. 
Senate  who  have  been  nominated  to 
serve  on  the  Supreme  Court  than  for 
any  other— for  any  other— Presidential 
appointments.  More  people  have  been 
rejected  than  for  any  other  nomina- 
tion over  the  past  200. 

Until  today,  the  highest  negative 
votes  for  a  Supreme  Court  Justice  who 
was  confirmed  was  in  1971,  Justice 
Rehnquist  had  26  people  vote  against 
him.  In  1930,  Charles  Evans  Hughes 
had  26  people  vote  against  him.  In 
1912,  Mr.  Pitney  had  26  people  vote 
against  him.  And  in  1888,  Mr.  Fuller 
had  20  people  vote  against  him. 


One  of  the 
it  has  been 
number  of  J 
nominee  waf 
which  he  or 
nominee  ha 
cause,  in  fac 
tant  that  th( 
that  the  no 
quired.  And 
U.S.  Senate 
qualified,  it, 
shadow  upor 
particularly 
the  function 

Mr.  Presid 
hand  for  thi 
one  of  its  mc 
al  functions 
President's 
quist.  will  b 
Chief  Justic 
The  Senate 
for  this  higli 
times  in  the 
4  of  those  oc 
jected  the  F 
lieve  that  th 
to  again  ace 
bility  and  to 
nominee  to  t 

Before  bri« 
that.  I  belie' 
that  Justice 
not  be  the  i 
United  Stati 
mend  my  co 
this  issue,  f 
this  debate 
During  this  ] 
opportunity 
most  import! 
arise  under  ( 
government, 
portant  thai 
roles  of  the 
tive  in  shapi 
third  brand 
could  have  i 
future  as  a 
the  scope  an 
tection  clau 
What  could 
defining  the 
tics  that  th< 
very  symbol 
sess.  My  col 
these  issues 
sight,  and  \ 
formance  rel 
well  as  upon 
us  with  the  t 

During  th: 
why  William 
the  next  Ch 
States  have 
times  it  seen 
reasons  as 
oppose  this 
tors    have 
oppose  this 
judgment  sh 
in  his  refuse 
case  of  Laii 
reach    their 


UMI 


September  17,  1986 


CONGRESSIONAL  RECORD— SENATE 


23783 


One  of  the  reasons  for  that  is,  when 
it  has  been  clear  that  such  a  large 
number  of  Senators  believe  that  the 
nominee  was  not  fit  for  the  post  for 
which  he  or  she  was  nominated,  the 
nominee  had  been  withdrawn.  Be- 
cause, in  fact,  it  is  very,  very  impor- 
tant that  the  American  people  believe 
that  the  nominee  is  all  that  is  re- 
quired. And  when  over  a  third  of  the 
U.S.  Senate  says  the  person  is  not 
qualified,  it,  at  a  minimum,  casts  a 
shadow  upon  the  ability  of  the  Justice, 
particularly  as  Chief  Justice,  to  fulfill 
the  function  required. 

Mr.  President,  the  time  is  now  at 
hand  for  the  U.S.  Senate  to  exercise 
one  of  its  most  important  constitution- 
al functions  and  decide  whether  the 
President's  nominee,  William  Rehn- 
quist,  will  be  confirmed  as  the  next 
Chief  Justice  of  the  United  States. 
The  Senate  has  considered  a  nominee 
for  this  highest  judicial  office  only  18 
times  in  the  history  of  our  Nation;  on 
4  of  those  occasions  the  Senate  has  re- 
jected the  President's  nominee.  I  be- 
lieve that  the  facts  compel  this  body 
to  again  accept  its  ultimate  responsi- 
bility and  to  reject  a  fifth  Presidential 
nominee  to  this  highest  office. 

Before  briefly  summarizing  the  facts 
that,  I  believe,  compel  the  conclusion 
that  Justice  William  Rehnquist  should 
not  be  the  next  Chief  Justice  of  the 
United  States,  I  would  like  to  com- 
mend my  colleagues,  on  both  sides  of 
this  issue,  for  the  manner  in  which 
this  debate  has  been  conducted. 
During  this  past  weelc  we  have  had  an 
opportunity  to  consider  some  of  the 
most  important  and  sensitive  issues  to 
arise  under  our  constitutional  form  of 
government.  What  could  be  more  im- 
portant than  determining  the  proper 
roles  of  the  legislature  and  the  execu- 
tive in  shaping  the  membership  of  the 
third  branch  of  government?  What 
could  have  more  significance  for  our 
future  as  a  nation  than  debate  over 
the  scope  and  intent  of  the  equal  pro- 
tection clause  of  the  Constitution? 
What  could  be  more  important  than 
defining  the  character  as  characteris- 
tics that  the  next  Chief  Justice— the 
very  symbol  of  justice— ought  to  pos- 
sess. My  colleagues  have  approached 
these  issues  with  intelligence,  with  in- 
sight, and  with  courage.  Their  per- 
formance reflects  well  on  this  body  as 
well  as  upon  those  who  have  entrusted 
us  with  the  taslt  of  governing. 

During  this  debate  various  reasons 
why  William  Rehnquist  should  not  be 
the  next  Chief  Justice  of  the  United 
States  have  been  advanced.  In  fact,  at 
times  it  seems  as  if  there  are  as  many 
reasons  as  there  are  Senators  who 
oppose  this  nomination.  Many  Sena- 
tors have  based  their  decision  to 
oppose  this  nomination  on  the  poor 
Judgment  shown  by  Justice  Rehnquist 
in  his  refusal  to  recuse  himself  in  the 
case  of  Laird  versus  Tatum.  Others 
reach    their    decision    because    they 


question  whether  Justice  Rehnquist 
was  sufficiently  forthcoming  and 
candid  in  his  testimony  on  a  number 
of  subjects  before  the  Judiciary  Com- 
mittee. Others  have  eloquently  stated 
the  case  that  Justice  Rehnquist 
should  not  be  confirmed  because  of 
his— to  quote  the  distinguished  Sena- 
tor from  Maine.  Senator  Mitchell— 
"total  and  unremitting  hostility 
toward  the  rights  of  women  and  mi- 
norities, especially  black  Americans, 
and  a  deeply  troubling  willingness  to 
condone,  if  not  support,  a  segregated 
society."  And  others  rely  on  some  com- 
bination of  these  and  other  grounds  to 
reach  their  conclusion. 

All  the  reasons  that  compel  this  Sen- 
ator to  oppose  this  nomination  are 
contained  in  the  answer  to  one  simple 
question:  Does  William  Rehnquist 
have  the  necessary  qualifications  and 
attributes  to  fulfill  the  unique  symbol- 
ic role  of  Chief  Justice  of  the  United 
States?  For  me  the  answer  to  that 
question  is  a  clear  and  unqualified 
"No."  Anyone  who  reviews  the  record 
with  an  open  mind  will  be  compelled 
to  reach  the  same  answer. 

During  this  debate  and  the  proceed- 
ings in  the  Judiciary  Committee  I 
have  commented  extensively  on  my 
view  of  the  importance  of  the  symbolic 
role  of  the  Chief  Justice.  Let  me  sum- 
marize my  position:  A  Chief  Justice 
not  only  serves  longer  than  any  Presi- 
dent, but  he  or  she.  along  with  the 
other  members  of  the  Court,  exercise 
a  power  limited  only  by  their  con- 
science and  principles.  The  integrity 
and  honesty  of  the  Chief  must  be 
beyond  doubt  if  America  is  to  believe 
in  the  integrity  of  the  Judiciary.  And. 
the  Chief  must  stand  as  a  metaphor 
for  justice  in  our  society;  more  than 
any  other  individual.  The  Chief  sym- 
bolizes the  guarantee  of  "equal  justice 
under  law"  for  all  Americans. 

The  record  demonstrates  that  Jus- 
tice Rehnquist  does  not  meet  the  high 
standards  this  role  requires: 

A  vciaxx  whose  judgment  is  so  poor 
and  sensitivity  to  ethical  concerns  so 
lacking  that  he  would  choose  to  sit 
and  cast  the  deciding  vote  in  a  case 
where  he  had  previously  offered  an 
opinion  as  to  its  proper  resolution— a 
case  challenging  the  validity  of  a 
policy  he  helped  to  establish  does  not 
pass  the  test. 

A  man  whose  testimony  at  his  con- 
firmation hearings  led  Senators  suid 
the  public  to  question  his  candor  and 
forthrightness  does  not  pass  the  test. 

And  a  man  who  has  consistently  and 
unremittingly  displayed  a  "hostility 
toward  the  rights  of  women  and  mi- 
norities", a  man  whose  actions  have 
led  Members  of  this  body  to  question 
his  commitment  to  individual  rights 
and  liberties,  a  man  whose  confirma- 
tion will,  as  one  of  my  colleagues  has 
stated,  "retard,  not  advance  our  quest 
for  a  truly  colorblind  society"  clearly 
does  not  pass  the  test. 


Because  William  Rehnquist  does  not 
pass  the  test,  does  not  possess  the 
qualities  that  would  allow  him  to  ful- 
fill the  important  sjmibolic  role  of  the 
Chief  Justice  of  the  United  States,  I 
cannot  in  good  conscience  vote  to  con- 
firm him  as  the  next  Chief  Justice  of 
(tie  United  States.  I  urge  all  of  my  col- 
leagues to  consider  the  record,  consid- 
er the  past  week's  debate,  and  consider 
their  own  consciences.  I  trust  that  if 
they  do  so  with  an  open  mind,  they 
will  join  with  me  in  opposing  this 
nomination. 

Mr.  President,  let  me  summarize,  if  I 
may.  why  I  am  against  Justice  Rehn- 
quist. 

First  of  all.  Mr.  Justice  Rehnquist 
does  not.  in  my  opinion,  fulfill  the  nec- 
essary requirements  to  be  the  Chief 
Justice  of  the  United  States.  To  be  the 
Chief  Justice  of  the  United  States  of 
America,  one.  in  my  view,  has  to  be 
able  to  have  demonstrated  in  a  career 
that  they  are  openminded.  that  they 
are  not  rigid,  that  they  are  capable  of 
building  a  consensus  and.  even  more 
importantly,  capable  of  recognizing 
that  there  are  periods  in  the  tenure  of 
every  Chief  Justice  where  it  is  vitally 
important  for  the  Court  and  well- 
being  of  the  United  States  of  America 
that  the  Supreme  Court  speak  with 
one  voice.  And  a  rigid  woman  or  man 
is  not  capable,  in  my  view,  of  subsum- 
ing his  or  her  particular  point  of  view 
on  a  critical  matter  to  the  whole 
Court. 

D  2020 

Had  there  not  been  a  unanimous  de- 
cision in  Brown  versus  the  Board  of 
Education,  we  could  have  had  consid- 
erably more  civil  unrest  in  this  coun- 
try thain  we  in  fact  had.  Had  Justice 
Reed  not  succumbed  to  the  persuasive 
arguments  of  Justice  Earl  Warren,  it 
would  not  have  been  a  united  Court. 
Had  Justice  Burger  failed  to  under- 
stand the  significance  of  the  require- 
ment for  a  totally  unanimous  Court  in 
the  Nixon  tapes  case,  we  would  have 
precipitated,  in  my  view,  a  constitu- 
tional crisis.  Justice  Rehnquist— noth- 
ing in  his  background  demonstrates 
that  he  has  a  sense  of  that,  that  he 
has  a  sense  of  history,  that  he  has  a 
sense  of  requirements  that  are  needed 
to  be  the  Chief  Justice.  The  Chief  Jus- 
tice is  a  metaphor  for  justice  in  Amer- 
ica. 

Second,  everything  in  Justice  Rehn- 
quist's  background  suggests  at  a  mini- 
mum a  hostility  toward  advancing  the 
causes  of  minorities  in  this  country, 
and  a  generous  disposition  to  engage 
in  narrative  prose  in  the  service  of  his 
unspoken  desires.  He  has  been  very, 
very,  very  adept  at  setting  up  straw- 
men.  In  the  famous  case  involving 
Kentucky  where  he  ruled  that  not- 
withstanding the  fact  that  it  is  dis- 
criminatory to  insist  upon  all  blacks 
being  kept  off  a  jury  when  there  is  a 
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black  defendant— he  acknowledged 
that  is  discriminatory  but  when  he  en- 
gages in  narrative  prose  in  the  service 
of  his  own  desires. 

He  goes  on  to  say  that  kind  of  dis- 
crimination is  all  right  as  long  as  you 
discriminate  against  whites  the  same 
way,  and  discriminate  against  blacks 
the  same  way,  totally  lacking  any 
knowledge  or  apparent  understanding 
of  American  history  where  black 
juries,  white  juries— where  we  kept 
blacks  off  those  juries— have  been  his- 
torically used  to  deny  justice  to  blacks, 
he  says  it  is  all  right  to  do  that  as  long 
as  you  can  say  you  can  keep  all  whites 
off  a  jury.  Show  me  jurisdiction  where 
there  are  enough  blacks  to  guarantee 
that  there  will  be  an  all-black  jury. 
When  has  a  prosecutor  in  our  history 
ever  used  preemptory  challenges  to 
keep  all  whites  off  a  jury  because  he 
was  fearful  that  they  would  not  judge 
properly  a  white  defendant?  I  do  not 
know  of  any  case.  But  I  can  name  hun- 
dreds of  cases  where  prosecutors  have 
attempted  to  keep  black  women  and 
men  off  juries  where  there  is  a  black 
defendant.  But  he  said,  oh,  it  is  all 
right  to  discriminate  against  blacks  as 
long  as  you  discriminate  against 
whites,  as  if  there  was  any  circum- 
stance where  that  would  occur. 

That  is  what  I  mean  by  narrative 
prose  in  the  service  of  his  unspoken 
desire. 

Third,  he  has  at  best  exercised  very, 
very  poor  judgment  in  allowing  him- 
self to  be  the  deciding  vote  in  Laird 
versus  Tatum.  At  best,  it  is  poor  judg- 
ment. And  also,  I  cannot  fathom  how 
anyone  could  conclude  that  he  was 
candid  with  us  regard  to  how  he  felt 
about  desegregation,  and  segregation 
in  America  in  the  1940s.  19.50's,  and 
the  1960s. 

I  believe  that  Justice  Rehnquist  has 
not  proven  that  he  should  be  Chief 
Justice. 

The  PRESIDING  OFFICER.  The 
Senator's  1  hour  has  expired. 

Mr.  BIDEN.  I  thank  the  Chair. 

I  yield  the  floor.  My  colleague  from 
Arizona  is  here. 

Mr.  DeCONCINI  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Arizona. 

Mr.  DeCONCINI.  Mr.  President,  I 
intend  to  make  a  few  comments  on  the 
Rehnquist  nomination  but  I  do  know 
the  Senator  from  Iowa  has  been  wait- 
ing here  for  some  time  and  does  not 
intend  to  talk  near  the  time  I  will.  I 
will  be  glad  to  yield,  and  I  ask  unani- 
mous consent  that  I  can  yield  to  the 
Senator  from  Iowa  for  5  minutes  and 
then  be  the  next  pending  speaker. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  Senator  from  Iowa. 

Mr.  HARKIN.  Mr.  President.  I  want 
to  thank  my  distinguished  friend  from 
Arizona  for  yielding  me  a  small 
amount  of  time  to  give  my  thoughts 


on  the  nomination  of  Mr.  Rehnquist 
to  be  the  Chief  Justice  of  the  United 
States. 

Mr.  President,  initially  this  summer 
I  had  planned  to  vote  affirmatively  for 
Mr.  Rehnquist  to  be  the  Chief  Justice 
of  the  United  States.  I  made  that  deci- 
sion because  quite  frankly  I  served  on 
the  Judiciary  Committee.  I  had  not 
looked  at  the  record.  But  I  had  only 
assumed  that  he  had  gone  through  a 
hearing  process  many  years  ago  when 
he  was  put  on  the  Supreme  Court,  and 
that  if  in  fact  he  was  qualified  to  be  a 
Justice  of  the  Supreme  Court  then  I 
saw  no  reason  why  he  was  not  also 
then  qualified  to  be  Chief  Justice. 

So  based  upon  just  that  kind  of  a 
cursory,  preliminary  thinking,  I  had 
decided  that  I  would  support  Mr. 
Rehnquist  to  be  Chief  Justice  of  the 
United  States. 

However,  a  lot  has  occurred  since 
that  time.  I  have  listened  to  the 
debate.  I  have  read  some  of  the  opin- 
ions that  Mr.  Justice  Rehnquist  has 
written.  I  have  followed  the  question- 
ing that  happened  on  the  committee. 
And  quite  frankly,  Mr.  President,  I 
have  changed  my  mind. 

I  have  no  doubt  that  Mr.  Rehnquist 
is  a  scholar,  that  he  is  quite  intelli- 
gent, but  I  think  he  lacks  two  things 
that  are  so  necessary  to  be  the  Chief 
Justice  of  the  United  States. 

I  think  he  lacks  sensitivity,  and  he 
lacks  what  I  call  wisdom.  He  may  be 
intelligent.  He  may  be  smart.  But  I  do 
not  think  that  he  is  a  wise  individual. 
In  fact,  if  his  nomination  were  to  come 
up  to  be  even  on  the  Bench  itself, 
knowing  what  I  now  know,  I  could  not 
vote  even  to  put  him  on  the  Supreme 
Court,  let  alone  to  vote  affirmatively 
for  him  to  be  Chief  Justice. 

Mr.  President,  the  office  of  Chief 
Justice  is  a  symbol  of  high  integrity 
and  ethical  propriety.  The  principles 
and  commitments  upon  which  our 
legal  foundation  is  based  are  embodied 
in  this  very  position,  fairness,  open- 
ness, and  truthfulness.  These  are  the 
qualities  that  the  Chief  Justice  could 
personify  in  setting  the  tone  for  the 
whole  judicial  system.  The  office  is 
more  than  just  a  symbol.  It  is  also  a 
position  of  great  power. 

Appointed  for  life  to  the  highest 
court  in  the  land,  the  Chief  Justice 
can  steer  the  Court  toward  consensus 
or  toward  conflict  on  the  most  impor- 
tant constitutional  issues  of  our  time. 
I  believe  that  as  Chief  Justice,  Mr. 
Rehnquist  would  steer  the  Court  more 
toward  conflict  and  away  from  consen- 
sus because  that  indeed  has  been  his 
position  on  the  Court  over  the  last  sev- 
eral years,  one  of  conflict  and  not  of 
consensus. 

Also,  the  office  of  Chief  Justice 
serves  as  the  guardian  of  American 
traditions  built  on  equal  justice  for  all. 
Applying  these  guarantees  of  due 
process  and  equal  protection,  the 
Chief  Justice  has  an  obligation  to  go 


beyond  personal  biases  and  assure 
these  rights  are  accorded  to  all  Ameri- 
cans. Thus,  Mr.  President,  the  stand- 
ards of  Chief  Justice  must  be  dominat- 
ed by  impartiality,  fairness,  honesty, 
and  all  undergirded  by  wisdom  and 
sensitivity.  The  leadership  of  the 
Chief  Justice  must  be  sensitive  to  the 
ability  of  the  Constitution  to  address 
the  complexities  of  today's  changing 
society.  The  Constitution  is  a  living 
document,  not  a  dead  document.  As  a 
living  document,  it  must  adapt  itself  to 
the  changing  norms  of  society. 

So  the  convictions  of  the  Chief  Jus- 
tice must  be  governed  by  his  sincere 
respect  for  Americans  as  individuals, 
individuals  blessed  with  the  right  to 
enjoy  personal  freedom  and  liberty. 
And  that  Chief  Justice  must  be  wise 
enough  to  see  that  the  Constitution  is 
indeed  a  living  document  and  not  a 
dead  document. 

D  2030 

So,  Mr.  President,  unfortunately,  I 
do  not  think  that  William  Rehnquist 
measures  up  to  these  criteria.  That  is, 
I  say  that  after,  again,  having  read  the 
record,  listened  to  the  debate,  and 
read  some  of  the  opinions  that  Mr. 
Rehnquist  has  written. 

His  conflicting  testimony  before  the 
committee  casts  great  doubt  on  his 
candor  and  honesty.  His  record  on 
school  desegregation,  voting  rights, 
and  other  cases  displays  a  hostility 
that  I  believe  abandons  the  fundamen- 
tal principles  of  equal  justice  under 
law. 

Mr.  President,  I  have  four  editorials: 
one  from  the  Quad  City  Times,  Daven- 
port, lA;  two  from  the  Des  Moines 
Register;  and  one  from  the  Ottumwa 
Courier,  all  leading  newspapers  in  the 
State  of  Iowa,  editorials  asking  us  to 
vote  no  on  the  nomination  of  Mr. 
Rehnquist  to  be  Chief  Justice.  I  ask 
unanimous  consent  that  these  edito- 
rials be  printed  in  their  entirely. 

There  being  no  objection,  the  edito- 
rials were  ordered  to  be  printed  in  the 
Record,  as  follows: 

Rehnquist,  a  Chief  Justice  of  Yesterday 

It  is  disheartening  that  President  Reagan 
has  chosen  to  appoint  William  Rehnquist— a 
man  with  19th  century  legal  views— to  lead 
the  Supreme  Court  into  the  21st  century. 

Reagan  could  have  chosen  a  more  moder- 
ate justice  for  the  nation's  top  judicial  post. 
We  wish  he  had. 

Senators  .soon  will  be  considering  the 
Rehnquist  nomination,  and  we  hope  all  Sen- 
ators—and especially  our  own.  Charles 
Grassley  and  Tom  Harkin— thoroughly 
review  the  Rehnquist  record.  The  chief  jus- 
tice's post  is  one  of  immense  influence.  The 
chief  justice  is  not  the  president's  right- 
hand  man,  no  matter  how  consumed  a  presi- 
dent is  with  turning  the  court  to  the  philo- 
sophical right  or  left. 

This  much  we  admit:  Since  his  appoint- 
ment to  the  bench  as  an  associate  justice  in 
1971  by  Richard  Nixon,  Rehnquist  has  been 
consistent  in  his  decisions. 

He  has  consistently  voted  for  the  death 
penalty;  anti-abortion  laws;  public  financing 
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of  private  and  parochial  schools:  govern- 
ment control  of  free  expression:  the  limita- 
tion of  privacy  rights:  narrowing  of  the  Mi- 
randa rule:  limiting  what  can  be  reported  in 
the  press:  freeing  police  from  strict  obedi- 
ence to  court-imposed  restrictions;  and  gov- 
ernment control  of  pornography. 

In  Rehnquist's  case,  consistency  is  no 
asset. 

The  most  cursory  of  reviews  shows  the 
Rehnquist  past  littered  with  opinions  bor- 
dering on  the  archaic.  A  more  examined 
study  reveals  the  man  to  be  an  arch  con- 
servative who  favors  the  majority  in  individ- 
ual rights  cases. 

In  the  landmark  abortion  ruling  of  1972 
(Roe  vs.  Wade),  the  court  stated  the  govern- 
ment has  no  right  to  interfere  with .  a 
woman's  privacy  in  making  such  a  personal 
decision.  Rehnquist  voted  in  the  minority, 
calling  the  decision  ".  .  .  an  improvident 
and  extravagant  exercise  of  the  power  of  ju- 
dicial review." 

The  nominee,  obviously,  is  opposed  to  ju- 
dicial activism.  He  suggests  issues  such  as 
abortion  should  be  decided  by  elected  repre- 
sentatives, allowing  individual  states  to  pro- 
hibit abortions  if  they  so  desire.  That  posi- 
tion is  a  step  back  to  the  Old  World  church- 
state  tyranny  that  the  framers  of  our  Con- 
stitution sought  to  escape. 

In  individual  rights  cases.  Rehnquist's 
reading  of  the  Constitution  takes  little  note 
of  individual  liberties.  In  fact,  he  has  com- 
piled a  near  perfect  record  in  voting  for  the 
government  and  against  the  individual.  We 
believe  interpretations  should  favor  broad 
liberties  for  people  and  ironclad  protections 
against  government  interference  in  their 
private  lives. 

It  comes  as  no  surprise,  then,  that  Rehn- 
quist is  opposed  to  the  Incorporation  Doc- 
trine of  1925.  which  permits  the  Supreme 
Court  to  extend  Bill  of  Rights  provisions  to 
the  states.  The  doctrine  prohibits  states 
from  encroaching  on  human  rights  and  ex- 
tends the  Fourteenth  Amendment's  guaran- 
tee of  due  process  to  the  states. 

On  the  relationship  between  religion  and 
government,  Rehnquist  wrote  in  the  1985 
Wallnce  vs.  Jajfree  decision  that  he  believes 
"the  'wall  of  separation  between  church  and 
state'  is  a  metaphor  based  on  bad  history,  a 
metaphor  which  has  proven  useless  as  a 
guide  to  judging.  It  should  be  frankly  and 
explicitly  abandoned." 

Should  the  Rehnquist  interpretation  of 
the  establishment  clause  ever  command  a 
court  majority— and  as  the  court's  chief  jus- 
tice, he  certainly  would  have  the  influence 
of  leadership— the  ramification  would  be 
enormous  and  harmful  to  the  tranquil 
church-state  relations  enjoyed  in  our  coun- 
try. 

Rehnquist  also  has  consistently  ruled  in 
favor  of  the  states  in  conflicts  between  state 
and  federal  authority.  He  seemingly  favors 
Bible  reading,  state-sanctioned  prayers  and 
other  religious  exercises  in  public  schools, 
should  a  state  adopt  laws  allowing  such  ac- 
tivities. Such  a  viewpoint  would  ensure  that 
any  religious  group  commanding  a  majority 
on  a  school  board  could  institute  whatever 
sectarian  practices  and  programs  it  wants  in 
the  public  schools. 

And  then  there  are  those  disturbing 
Rehnquist  memos. 

In  the  early  '50s,  during  debate  of  the 
Brown  vs.  Board  of  Education  case,  Rehn- 
quist authored  a  memo  stating  that  "sepa- 
rate but  equal"  public  education  for  blacks 
was  "right  and  should  be  reaffirmed." 

In  1970.  as  an  assistant  attorney  general 
in    the    Nixon    administration,    Rehnquist 


wrote  a  memo  that  the  Equal  Rights 
Amendment  could  "turn  holy  wedlock  into 
holy  deadlock."  The  overall  implication  of 
the  Equal  Rights  Amendment,  he  contin- 
ued, "is  nothing  less  than  the  sharp  reduc- 
tion in  importance  of  the  family  unit,  with 
the  eventual  elimination  of  that  unit  by  no 
means  improbable." 

The  positions  are  ones  that  are  dated  and 
espoused  now  by  only  the  most  radically  re- 
actionary. They  are  not  the  moderate  views 
we  want  to  see  embodied  in  a  chief  justice. 

We  need  a  justice  who  understands  the 
purpose  of  the  Constitution  in  this  day  and 
age— and  beyond.  Rehnquist  clearly  does 
not.  Though  it  seems  unlikely  to  hap[>en,  we 
urge  the  Senate  to  deny  his  nomination. 

Cause  To  Reject  Rehnquist 

The  Senate  should  take  a  fresh  look  at 
William  H.  Rehnquist's  nomination  to  be 
chief  justice  in  light  of  new  evidence  turned 
up  since  the  Judiciary  Committee  recom- 
mended confirmation. 

That  new  evidence  is  Rehnquist's  proposal 
in  1970,  when  he  was  an  assistant  attorney 
general,  that  the  Constitution  be  amended 
to  nullify  Supreme  Court  school-desegrega- 
tion decisions. 

The  amendment,  according  to  the  Los  An- 
geles Times,  would  have  permitted  district 
boundaries  to  be  drawn  so  as  to  separate 
students  by  race  and  would  have  allowed 
parents  to  send  children  to  the  schools  of 
their  choice. 

We  urge  senators  to  think  about  the 
meaning  of  such  a  proposal.  It  is  1970—16 
years  after  the  Supreme  Court  in  Brown  vs. 
Board  of  Education  unanimously  struck 
down  school  segregation,  a  time  when  great 
strides  have  been  taken  to  topple  the  insti- 
tutional barriers  of  racism.  Yet,  here  is  a 
man  who  proposes  wiping  all  of  that  out  by 
rewriting  the  Constitution  to  permit  segre- 
gated schools. 

It  is  probably  of  no  great  consequence 
that  this  damning  evidence  should  turn  up 
after  the  Judiciary  Committee  hearings 
ended.  Rehnquist  would  likely  have  suffered 
another  "amnesia  attack"  before  the  com- 
mittee. And  who  could  blame  him  for  want- 
ing to  forget? 

This  piece  of  evidence  by  itself  is  unlikely 
to  derail  Rehnquist's  confirmation.  What  is 
unfortunate,  though,  is  that  a  "smoking 
gun"  is  necessary  to  get  the  Senate  to  see 
what  has  been  so  clear  in  Rehnquist's 
career:  that  he  does  not  believe  the  govern- 
ment should  be  in  the  business  of  assuring 
racial  equality  because  he  does  not  find  any 
root  principles  of  individual  liberty  in  the 
Constitution. 

The  100  senators  must  ask  themselves:  Is 
this  the  man  they  wish  to  elevate  to  lead 
the  third  branch  of  government?  Their 
answer  should  be  no. 

Just  Say  No  on  Rehnquist 
Regardless  of  one's  views  on  Supreme 
Court  Justice  William  Rehnquist,  the  letter 
signed  by  more  than  100-law  school  profes- 
sors raising  doubts  about  his  fitness  is  far 
from  courageous.  I»usillanimous  is  the  word 
it  brings  to  mind. 

While  the  Senate  considers  Rehnquist's 
confirmation  as  chief  justice,  the  professors 
have  taken  it  upon  themselves  to  counsel 
the  senators  in  an  open  letter  raising  "seri- 
ous questions  of  [Rehnquist's]  intellectual 
honesty,  .  .  .  integrity  and  ethical  stand- 
ards." 

For  specifics,  the  letter  lists  various  accu- 
sations made  in  confirmation  hearings:  that 
Rehnquist  harassed  voters,  approved  racist 


clauses  in  real-estate  contracts,  argued  for 
separate-but-equal  schools  for  blacks, 
sought  to  cheat  a  relative  out  of  an  inherit- 
ance and  failed  to  disqualify  himself  from  a 
case  in  which  he  had  a  conflict. 

The  academics'  advice?  Oppose  Rehnquist 
if  the  senator  "entertains  the  slightest 
doubt"  about  the  justice's  conduct. 

The  senators  can  be  forgiven  for  reacting 
to  this  letter  with  a  "Thank  you  very  much, 
but  we  can  read  the  papers,  too." 

The  great  irony  is  that  the  professors  had 
the  temerity  to  accuse  Rehnquist  of  intel- 
lectual dishonesty  in  a  letter  containing  a 
powerful  bill  of  indictment  yet  stopping 
short  of  urging  his  rejection.  What  more  do 
senators  need  to  entertain  the  "slightest 
doubt"  of  Rehnquist's  fitness? 

This  effort  to  undermine  the  nominee 
while  carefully  avoiding  personal  risk  re- 
minds us  of  a  line  that  a  writer  attributed  to 
Dante:  "The  hottest  places  in  hell  are  re- 
served for  those  who  in  a  moment  of  moral 
crisis  seek  to  maintain  their  neutrality." 

If  the  senators  need  more  evidence  of 
Rehnquist's  all-male  WASPish  perspective, 
consider  the  just-uncovered  memo  from 
1970  in  which,  as  assistant  attorney  general, 
he  said  the  Equal  Rights  Amendment  could 
"turn  holy  wedlock  into  holy  deadlock"  and 
would  end  any  distinction  between  the  sexes 
outside  of  separate  restrooms. 

No  need  to  belabor  the  implications  of 
this  memo,  for  it  merely  confirms  what  op- 
ponents of  Rehnquist  have  been  saying  all 
along:  that  his  mind  seems  stuck  in  1950. 

With  each  new  disclosure,  it  becomes  in- 
creasingly clear  that  Rehnquist  is  not  only 
sadly  out  of  touch  with  contemporary 
American  values  but  with  the  values  em- 
"oodied  in  the  Constitution. 

Unfortunately,  the  Republican-controlled 
Senate  is  on  a  course  to  confirm  Rehnquist 
and  dismiss  all  questions  about  him  as  polit- 
ical. That  may  be  good  politics  but  it  is  not 
statesmanship  because  it  will  result  in  a 
chief  justice  whose  veracity,  integrity,  ethi- 
cal standards  and.  hence,  judgment  will 
always  be  open  to  question. 

Reject  Rehnquist 

The  U.S.  Senate  is  scheduled  to  begin 
debate  this  week  on  the  nomination  of  Wil- 
liam Rehnquist  to  be  chief  justice. 

Senate  watchers  are  saying  he's  a  shoo-in. 

Rehnquist  should  be  rejected  for  a  very 
compelling  reason— one  that  overrides  what- 
ever qualificatiqns  he  might  bring  to  the  po- 
sition. 

He's  insensitive  on  matters  of  race. 

Over  a  period  of  several  decades— in  his 
personal  conduct,  in  his  legal  advice  and  in 
his  judicial  opinions— he  has  demonstrated 
that  he  is  on  the  wrong  side  of  one  of  the 
great  legal  and  moral  questions  of  our  time. 

The  evidence  has  emerged  in  tiny  bits  and 
pieces— some  of  it  known  for  years  and  some 
of  it  uncovered  as  a  result  of  the  investiga- 
tion into  his  nomination. 

Consider: 

As  a  law  clerk  for  Justice  Robert  Jackson 
in  the  1950s.  Rehnquist  wrote  a  memo  de- 
fending an  1896  Supreme  Court  ruling  up- 
holding racial  segregation. 

As  a  political  operative  in  Phoenix  in  the 
1960s,  he  tried  to  prevent  minorities  fom 
voting  using  tactics  witnesses  described  as 
intimidating. 

While  a  top  attorney  in  the  Nixon  admin- 
istration in  the  1970s,  he  drafted  a  proposed 
constituional  amendment  that  would  have 
halted,  desegregation  of  the  nation's  public 
schools. 
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As  a  private  citizen,  he  bought  a  home  in 
Phoenix  by  signing  a  deed  barring  its  resale 
to  anyone  but  whites.  He  bought  a  vacation 
place  in  Vermont  with  a  deed  prohibiting 
resale  to  Jews. 

Aehnquist  was  questioned  on  those  activi- 
ties during  his  nomination  hearings  and  his 
responses  were,  to  put  it  charitably,  less 
than  candid.  Does  anyone  really  believe 
that  lawyer  Rehnquist  signed  those  deeds 
without  luiowing  the  provisions  in  the  docu- 
ments? 

Rehnquist's  voting  record  on  the  Supreme 
Court  is  consistent  with  his  actions  as  a  pri- 
vate citizen  and  his  advance  as  a  law  clerk 
and  government  attorney.  He's  insensitive 
on  matters  of  individual  rights  generally 
and  of  minority  rights  specifically. 

It  is  not  the  record  of  a  man  who  should 
be  the  top  judge  in  the  country. 

Senate  should  vote  "no." 

Mr.  HARKIN.  Mr.  President,  I  again 
thank  my  distinguished  friend  from 
Arizona  for  yielding  this  time. 

The  PRESIDING  OFFICER.  The 
Senator  from  Arizona. 

Mr.  DeCONCINI.  Mr.  President, 
there  is  no  one  I  have  more  respect  for 
then  my  friend  from  Iowa,  Senator 
Harkin.  He  is  a  real  tribute  to  that 
State  and  is  a  thoughtful  Senator  who 
carefully  looks  at  these  things.  We 
just  happen  to  be  in  disagreement 
here. 

Mr.  President,  I  am  privileged  today 
to  be  able  to  participate  in  the  Sen- 
ate's consideration  of  the  nomination 
of  a  Chief  Justice  of  the  United 
States.  I  was  not  in  the  Senate  when 
Chief  Justice  Burger  was  confirmed  by 
this  body.  It  is  probable  that  neither  I 
nor  most  of  my  colleagues  will  be  here 
when  this  responsibility  next  comes  to 
the  Senate.  We  must  approach  our 
constitutional  responsibility  for  advise 
and  consent  with  our  most  careful  and 
thorough  attention. 

I  consider  the  confirmation  of  Jus- 
tices of  the  Supreme  Court  to  be  one 
of  the  most  important  responsibilities 
entrusted  to  us  by  the  Constitution. 
The  responsibility  to  advise  and  con- 
sent on  the  nomination  of  the  Chief 
Justice  is  all  the  more  important  be- 
cause of  the  leadership  role  of  the 
Chief  Justice.  I  have  spent  many 
hours  considering  the  nomination  of 
William  Rehnquist  to  be  Chief  Justice. 
I  have  attended  hours  of  hearings.  1 
have  listened  carefully  to  the  testimo- 
ny of  many  witnesses  both  pro  and 
con.  I  have  met  with  and  heard  the 
testimony  of  the  Justice  himself,  and 
of  people  who  are  in  diametric  opposi- 
tion to  what  he  says  and  to  what  other 
witnesses  say. 

I  have  read  hundreds  of  pages  of 
documents  pertaining  to  Justice  Rehn- 
quist's qualifications,  temperament, 
and  integrity.  I  have  read  dozens  of 
decisions  and  articles  by  the  Justice. 
And  finally,  I  have  talked  to  my  con- 
stituents to  get  the  benefit  of  their 
views  on  the  nomination. 

Even  in  the  State  of  Arizona,  where 
the  Justice  lived  a  long  time,  it  is  not 
unanimous. 


As  a  result  of  all  of  the  study  and  de- 
liberation, I  have  concluded  that  Jus- 
tice Rehnquist  should  indeed  be  ele- 
vated to  be  Chief  Justice  of  the  United 
States. 

Mr.  President,  there  can  be  no  ques- 
tion at  this  time  about  Justice  Rehn- 
quist's intellectual  abilities.  He  has 
proven  himself  over  his  15  years  on 
the  court  as  a  brilliant  legal  thinker 
and  writer.  He  is  both  a  scholar  of  the 
law  and  a  most  articulate  and  some- 
times humorous  writer  of  opinions.  I 
do  not  always  agree  with  the  analyses 
and  decisions  of  Justice  Rehnquist, 
but  I  have  never  found  his  opinions  to 
be  anything  but  well  reasoned  and  lu- 
cidly explained.  I  have  no  doubts  in 
my  mind  that  Justice  Rehnquist  easily 
exceeds  any  requirement  for  intellec- 
tual capability  that  any  of  my  col- 
leagues may  impose  on  any  nominee. 

I  also  believe  that  Justice  Rehnquist 
possesses  the  requisite  temperament 
to  be  Chief  Justice.  I  know  of  no  alle- 
gations that,  in  the  last  15  years.  Jus- 
tice Rehnquist  has  acted  in  any  way 
inconsistent  with  the  Office  of  Justice 
of  the  Supreme  Court  of  the  United 
States. 

He  has  brought  dignity  to  the  office 
and  has  earned  the  respect  of  his  col- 
leagues and  those  who  do  business 
with  the  Court. 

I  ask  my  colleagues  here,  if  you 
know  a  judge  on  the  Supreme  Court— 
or  if  you  do  not,  call  one,  even  after 
the  vote  call  one— you  will  be  satisfied 
with  the  response  you  get,  I  can  assure 
you,  regardless  of  the  political  spec- 
trum that  that  judge  might  follow  or 
philosophy  that  that  judge  might 
follow. 

I  am  sure  that  as  Chief  Justice,  Jus- 
tice Rehnquist  will  continue  to  serve 
with  dignity  and  honor. 

The  last  criterion  that  I  examine  in 
determining  whether  to  vote  in  favor 
of  a  judicial  nomination  is  whether 
the  nominee  has  the  integrity  and  rep- 
utation for  truthfulness  and  honesty 
required  of  the  Federal  judiciary. 

In  determining  whether  Justice 
Rehnquist  meets  the  test  of  this 
standard,  I  have  relied  heavily  on 
those  who  have  worked  closely  with 
Justice  Rehnquist  and  those  who 
know  him  best. 

The  American  Bar  Association  rated 
Justice  Rehnquist  as  well  qualified, 
their  highest  rating  for  Supreme 
Court  nominees. 

Mr.  Gene  Lafitte  and  Mr.  John 
Lane,  members  of  the  ABA  Standing 
Committee  of  Federal  Judiciary  testi- 
fied before  the  Judiciary  Committee 
that  the  standing  committee  had 
reached  this  recommendation  unani- 
mously after  extensive  investigation— 
my  recollection  is  sojme  300  or  more 
contacts:  lawyers,  judges,  clients,  and 
many  individuals. 

In  addition  to  the  ABA  witnesses. 
Justice  Rehnquist  had  a  most  impres- 


sive roster  of  witnesses  testify  as  to  his 
character  and  qualifications. 

These  witnesses  included  Griffin 
Bell,  former  Attorney  General  of  the 
United  States  under  Jimmy  Carter; 
Irwin  Griswold,  former  Solicitor  Gen- 
eral of  the  United  States  and  former 
long-term  dean  of  the  Harvard  Law 
School;  and  Rex  Lee.  also  a  former  So- 
licitor General. 

We  also  heard  from  several  distin- 
guished attorneys,  who  have  worked 
with  Justice  Rehnquist,  as  to  his  abili- 
ties and  integrity. 

I  believe  it  is  a  high  compliment  to 
Justice  Rehnquist  that  such  a  group 
of  distinguished  Americans  enthusi- 
astically testified  in  his  favor. 

There  have  been  allegations  that 
Justice  Rehnquist  engaged  in  improp- 
er activities  in  Phoenix  in  the  early 
1960's  and  subsequently  failed  to  testi- 
fy truthfully  about  these  activities  to 
the  Judiciary  Committee.. 

I  am  concerned  about  the  activities 
of  the  Republican  Party  in  Phoenix  at 
that  time. 

I  was  involved  in  efforts  by  the 
Democratic  Party  in  southern  Arizona 
to  protect  individuals,  mostly  minority 
individuals,  who  were  attempting  to 
exercise  their  constitutional  right  to 
vote. 

There  is  no  question  in  my  mind 
that  the  Republican  Party  in  Arizona, 
for  political  purposes,  was  engaged  in 
an  all-out  campaign  to  prevent  minori- 
ty voters  from  voting  for  Democratic 
candidates. 

However,  I  believe  that  the  proper 
forum  for  examination  of  the  activi- 
ties that  took  place  in  Arizona  during 
these  years  is  in  Arizona. 

The  allegations  made  against  Justice 
Rehnquist  should  have  been  examined 
by  the  Arizona  attorney  general,  the 
Arizona  Bar  Association  or  the  Arizo- 
na Supreme  Court. 

The  fact  is  that  the  allegations 
against  Justice  Rehnquist  were  not 
made  to  the  proper  authorities  at  the 
time. 

No  one  thought  they  were  important 
enough  or  credible  enough  to  bring 
them  up  then. 

We,  in  Arizona,  do  not  need  the  Fed- 
eral Government  in  Washington  or 
Members  of  this  body  to  tell  us  what 
the  standards  are.  If  there  are  com- 
plaints, we  are  very  able  to  handle 
them.  There  were  none. 

I  believe  that  Justice  Rehnquist  was 
involved  in  the  planning  and  supervis- 
ing of  this  political  strategy.  While  I 
do  not  believe  that  these  incidents 
were  either  Justice  Rehnquist's  nor 
Arizona's  finest  hour,  I  do  not  find 
that  Justice  Rehnquist  was  either  di- 
rectly involved  in  challenging  voters  or 
subsequently  was  untruthful  about  his 
activities. 

The  Judiciary  Conmiittee  received  a 
full  12-hour  day  of  testimony  concern- 
ing the  election  day  activities  of  the 
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Republican  Party  and  Justice  Rehn- 
quist  in  Arizona  in  the  early  1960's. 

I  believe  the  fairest  summary  of  the 
testimony  and  other  evidence  we  re- 
ceived is  that  it  is  inconclusive  and 
contradictory. 

There  were  witnesses  who  alleged 
that  Justice  Rehnquist  was  directly  in- 
volved in  the  voter  challenges,  and 
there  were  witnesses  who  testified 
that  Justice  Rehnquist  could  not  pos- 
sibly have  been  involved  in  such  activi- 
ties. 

I  do  not  doubt  the  sincerity  and  hon- 
esty of  any  of  the  witnesses  who  made 
allegations  against  Justice  Rehnquist. 

But  I  believe  that,  after  looking  at 
the  record  as  a  whole,  the  preponder- 
ance of  the  evidence  indicates  that 
Justice  Rehnquist  was  not  personally 
involved  in  challenging  or  attempting 
to  intimidate  any  voters. 

Let's  look  at  the  testimony  offered 
to  the  Judiciary  Committee  by  those 
witnesses. 

Six  witnesses  who  were  with  Justice 
Rehnquist  or  were  in  a  position  to 
have  known  of  his  activities  testified 
before  the  Committee  that  Justice 
Rehnquist  was  not  involved  in  any 
voter  challenges  himself. 

In  addition,  a  Phoenix  police  officer 
who  was  at  or  near  the  Bethune 
school  precinct  all  day  testified  that 
he  did  not  see  Justice  Rehnquist 
there. 

Finally,  the  Democratic  county 
chairman,  former  Federal  Bankruptcy 
Judge  Vincent  Maggiore,  who  would 
have  been  aware  of  any  complamts  by 
Democrats  of  illegal  voter  challenges, 
testified  under  oath  that  he  received 
no  such  complaint  about  William 
Rehnquist. 

Melvin  Mirking,  a  very  respected 
lawyer  in  Phoenix,  was  a  volunteer 
Democratic  party  worker  in  the  early 
1960's 

He  testified  that  he  heard  Justice 
Rehnquist  giving  instructions  to  Re- 
publican challengers  in  South  Phoenix 
in  such  a  way  as  to  intimidate  voters. 

Mr.  Mirkin  did  not  see  Justice  Rehn- 
quist challenge  voters  or  even  talk  to 
any  voters. 

His  analysis  was  purely  subjective 
based  on  the  tone  of  voice  used  by 
then  Mr.  Rehnquist. 

Mr.  Mirkin  also  testified  that  he  be- 
lieved that  Justice  Rehnquist  should 
be  confirmed  by  this  body. 

Charles  Pine  was  Democratic  State 
Party  Chairman  in  the  early  1970's.  In 
the  early  1960's  he  was  a  Democratic 
paf-ty  worker. 

Charles  Pine  is  an  old,  dear  friend  of 
mine,  as  is  his  wife. 

Mr.  Pine  testified  that  he  saw  Jus- 
tice Rehnquist  challenge  two  black 
voters  in  a  voting  line  in  1962,  or  was  it 
1964,  and  that  the  two  men  left  the 
line  as  a  result. 

I  believe  that  Mr.  Pine  is  sincere  in 
his  allegations  against  Justice  Rehn- 


quist; I  find  his  testimony  troubling 
for  several  reasons,  however. 

First,  he  was  unable  to  provide  any 
details  concerning  the  allegations, 
such  as  what  was  said. 

Second,  there  was  no  complaint  or 
report  filed  on  this  or  any  other  inci- 
dent involving  Justice  Rehnquist. 

I  believe  that  in  the  atmosphere 
which  existed  at  the  time  in  Phoenix, 
the  Democratic  Party  or  its  campaign 
workers  would  have  been  quick  to 
report  that  the  man  they  thought  to 
be  in  charge  of  the  Republican  Ballot 
Security  Program  was  personally  har- 
assing and  challenging  voters. 

I  was  involved  as  a  volunteer  poll 
watcher  in  Tucson  during  the  same 
years  that  the  Republican  Ballot  Secu- 
rity Program  was  taking  place. 

I  remember  making  a  record  of  the 
names,  places  and  times  that  I  ob- 
served Republicans  engaging  in  chal- 
lenges to  voters  and  turning  this 
record  over  to  the  appropriate  offi- 
cials. 

If  Justice  Rehnquist  had  been  per- 
sonally challenging  voters  in  these 
years,  I  believe  that  such  records 
would  have  come  to  light,  and  they  did 
not. 

And  last,  I  find  that  Mr.  Pine's  alle- 
gations are  overboard. 

He  makes  several  blanket  allegations 
against  the  Republican  "flying 
squads"  which  went  into  Democratic 
precincts  in  Phoenix  in  the  early 
1960's. 

After  describing  these  activities,  he 
makes  his  allegations  against  Justice 
Rehnquist  without  connecting  Justice 
Rehnquist  to  the  activities. 

Dr.  Sydney  Smith  was  a  third  wit- 
ness to  the  activities  that  took  place  at 
the  polling  place  in  South  Phoenix. 

He  served  as  a  Democratic  poll 
watcher  in  1960  or  1962. 

Dr.  Smith  offered  what  I  thought 
was  the  most  credible  testimony 
making  allegations  against  Justice 
Rehnquist. 

I  am  pleased  that  Dr.  Smith  came 
forward  with  his  story  and  would  not 
dispute  his  story  as  he  saw  it. 

I  would  question  why,  if  the  incident 
was  reported  to  the  Democratic 
County  Headquarters,  "there  is  no 
record  of  it  and  why  Mr.  Vincent  Mag- 
giore, the  Democratic  County  Chair- 
man at  the  time,  has  no  recollection  of 
Justice  Rehnquist  involvement  in 
voters  challenges. 

The  fourth  witness  was  State  Sena- 
tor Manuel  Pena,  another  very  dear 
friend  of  mine. 

Senator  Pena's  integrity  and  hones- 
ty are,  in  my  opinion,  beyond  reproach 
and  question. 

He  tells  a  very  troubling  story  about 
an  individual's  reprehensible  activities 
at  the  Bulter  school  in  1962. 

If  there  was  proof  that  the  individ- 
ual at  the  school  was  Justice  Rehn- 
quist, I  would  be  very  disturbed  and 


could  not  stand  here  before  my  col- 
leagues tonight. 

However,  Senator  Pena  did  not  know 
Justice  Rehnquist  at  the  time  and  he 
so  testified. 

He  did  not  recognize  him  until  he 
saw  his  picture  in  the  newspaper  9 
years  later. 

I  am  afraid  that  Senator  Pena's  alle- 
gation against  Justice  Rehnquist, 
without  corroboration,  is  insufficient 
for  me  to  conclude  that  Justice  Rehn- 
quist was  there  and  did  the  things 
that  supposedly  happened. 

The  witness  who  drew  the  most 
public  interest  and  who  drew  the  com- 
mittee's greatest  attention  was  former 
Assistant  U.S.  Attorney  James  Brosna- 
han. 

Mr.  Brosnahan  is  an  impressive  wit- 
ness indeed. 

He  was  a  patient  and  collected  wit- 
ness who  showed  just  the  right 
amount  of  spunk,  but  of  interest  to  be 
sure  the  committee  members  got  all 
the  answers  they  needed. 

He  told  an  interesting  and  credible 
story,  but  he  did  not  see  Justice  Rehn- 
quist do  one  thing,  and  that  was  his 
testimony. 

He  was  not  concerned  enough  about 
what  he  saw  or  heard  to  do  anything 
about  it  at  the  time. 

He  did  not  file  a  complaint  with  the 
election  commission.  That  question 
was  asked. 

And  he  did  not  file  a  complaint  with 
the  Arizona  Bar  Association— that 
question  was  not  asked,  but  I  later 
confirmed  that— about  what  would 
have  been  unethical  activities  if  they 
had  been  performed  by  a  lawyer  such 
as  William  Rehnquist. 

Mr.  Brosnahan  also  did  not  come 
forward  when  Justice  Rehnquist  was 
nominated  for  either  Assistant  Attor- 
ney General  Associate  Justice  of  the 
Supreme  Court. 

As  credible  as  the  opponents  of  Jus- 
tice Rehnquist  believe  Mr.  Brosnahan 
to  have  been,  in  my  opinion,  he  merely 
put  on  a  show  without  contributing 
any  substantive  or  prohibitive  evi- 
dence. 

He  admitted  that  his  allegations 
would  not  be  admissible  in  any  court. 

I  am,  of  course,  concerned  about 
having  to  weigh  and  compare  the  testi- 
mony of  several  of  my  old  friends  and 
colleagues. 

I  believe  that  a  nominee  has  the 
burden  of  proof  to  show  that  he  or  she 
is  worthy  of  confirmation. 

However,  in  cases  where  specific  alle- 
gations of  unethical  or  illegal  conduct 
are  made,  the  burden  of  proving  those 
allegations  must  be  on  those  making 
the  allegations.  That  is  how  our  court 
system  works  and  it  ought  to  be  the 
same  here. 

In  this  case,  after  carefully  review- 
ing the  record  as  a  whole,  I  have  con- 
cluded that  there  is  not  sufficient  evi- 
dence to  believe  that  Justice  Rehn- 
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quist  was  directly  involved  in  challeng- 
ing voters. 

Parenthetically,  the  State  law  re- 
quires that  party  workers  who  were  to 
engage  in  challenging  voters  had  to  be 
registered  with  the  Election  Commis- 
sion and  nominated  by  the  chairman 
of  their  party. 

There  is  no  record  that  Justice 
Rehnquist  was  ever  so  registered  or 
nominated  or  appointed. 

I  believe  that  Justice  Rehnquist  was 
too  good  a  lawyer  and  was  too  smart  to 
either  challenge  voters  without  being 
registered  under  State  law  or  to  chal- 
lenge voters  in  an  illegal  manner. 

He  is  not  dumb. 

D  2050 

I  will  comment  briefly  on  other 
issues  that  have  arisen  in  connection 
with  the  nomination  of  Justice  Rehn- 
quist to  be  Chief  Justice.  First,  I  find 
that  the  criticism  of  Justice  Rehnquist 
based  on  the  restrictions  in  the  deeds 
to  his  homes  in  Arizona  and  Vermont 
to  be  totally  without  merit  and  be- 
neath the  dignity  of  the  Senate.  I  be- 
lieve that  Senator  Leahy  brought  up 
the  Vermont  deed  restriction  in  a  re- 
sponsible manner,  and  I  compliment 
him  for  doing  it  early  and  casting  no 
aspersions  when  he  did  so. 

When  Justice  Rehnquist  explained 
what  had  happened  and  what  he 
planned  to  do  to  remedy  the  problem, 
that  should  have  been  the  end  of  the 
discussion.  Indeed,  at  that  point.  Sena- 
tor Leahy  responsibly  dropped  the 
matter  entirely.  Some  critics  of  Justice 
Rehnquist  have,  however,  sought  to 
blow  the  existence  of  the  restrictions 
out  of  proportion.  I  do  not  doubt  for  a 
minute  that  property  I  now  own  or 
have  owned  in  Arizona  contains  deed 
restrictions  similar  to  those  in  Justice 
Rehnquist's  deeds.  I  dare  say  that 
most  of  my  colleagues  have  owned 
property  with  these  kind  of  restric- 
tions. 

Even  the  distinguished  Senator  from 
Delaware— unfortunately  for  him.  but 
no  fault  of  his— was  involved  in  such  a 
situation.  His  father  had  such  a  deed. 
Look  at  what  the  press  and  the  critics 
did  to  Senator  Biden— unfair  as  could 
be,  condemning  that  he,  as  a  child, 
lived  in  such  a  home  that  had  such  a 
restriction,  that  there  was  something 
bad  about  it.  Nonsense. 

We  all  know  that  they  are  unen- 
forceable and  meaningless. 

The  U.S.  court  found  such  restric- 
tions to  be  unconstitutional  and  there- 
fore totally  unenforceable  in  Shelley  v. 
Kramer,  334  U.S.  1  (1948). 

Most  people  have  more  important 
things  to  do  with  their  time  and 
money  than  worrying  about  contrac- 
tual provisions  that  are  void  and  have 
no  effect  on  the  transaction. 

I  suggest  that  we  also  find  better 
ways  to  spend  our  time  and  effort. 

Concerns  have  also  arisen  about  two 
memoranda  Justice  Rehnquist  wrote 


as  Assistant  Attorney  General  and 
when  he  was  clerk  for  Justice  Jackson. 

One  of  these  memos  concerned 
school  integration  and  the  other  con- 
cerned the  equal  rights  amendment 
and  its  effect  on  families.  I  disagree 
with  the  arguments  presented  in  each 
of  these  memos.  Some  of  the  stuff  I 
read  by  Justice  Rehnquist  is  repug- 
nant to  me.  I  oppose  busing  as  a 
remedy  for  school  segregation,  but  I 
certainly  do  not  believe  that  freedom 
of  choice  plans  should  be  used  as  a 
means  to  avoid  integration.  I  would 
have  earnestly  opposed  legislation 
such  as  that  proposed  in  the  school  in- 
tegration memo  written  by  then  Attor- 
ney Rehnquist. 

Similarly,  I  am  a  cosponsor  of  the 
equal  rights  amendment. 

I  voted  for  expanding  and  extending 
the  time  for  confirmation  of  the  equal 
rights  amendment,  and  I  am  proud  of 
it.  It  was  right.  It  has  not  passed,  but 
it  will.  Those  of  us  who  are  supporting 
Rehnquist,  and  are  for  the  equal 
rights  amendment  are  still  going  to  be 
for  it.  because  we  believe  in  it.  It  is  a 
principle.  Some  of  the  statements 
made  by  Justice  Rehnquist  in  these 
two  briefs  I  am  not  proud  of.  but  I  do 
not  have  to  be  proud  of  them.  I  have 
to  decide  whether  or  not  he  is  quali- 
fied to  be  Chief  Justice  of  the  United 
States. 

In  my  opinion,  his  arguments  are 
unsound  and  irrelevant.  But,  I  have 
heard  them  all  before.  During  the 
98th  Congress,  the  Subcommittee  on 
the  Constitution,  of  which  I  am  the 
ranking  member,  held  a  series  of  hear- 
ings on  the  equal  rights  amendment. 
The  opponents  of  the  ERA  dragged 
out  the  same  red  herrings  that  Justice 
Rehnquist  had  enumerated  in  his 
memo  15  years  ago. 

I  am  sure  that  if  today's  debate  were 
on  the  ERA,  my  good  friend  Senator 
Hatch  as  well  as  other  opponents  of 
the  amendment,  would  be  making 
these  antiquated— as  I  see  them— argu- 
ments right  now.  I  would  be  opposing 
my  good  friend  from  Utah,  and  I  have 
the  greatest  respect  for  his  legal  ca- 
pacity and  his  senatorial  capacity. 

The  point  is  that  in  both  these 
memos,  the  President  or  his  staff  re- 
quested that  memos  be  prepared  ex- 
pressing certain  viewpoints.  Assistant 
Attorney  General  Rehnquist,  the  good 
lawyer  that  he  is,  prepared  the  memos 
using  the  best  arguments  that  were 
available  to  argue  the  point  of  view 
that  he  had  been  instructed  to  take. 
As  to  what  his  personal  views  are,  they 
may  have  been  exactly  like  that.  But 
there  is  only  one  person  who  can  say 
unequivocally  that  that  is  what  was  in 
his  mind,  and  that  person  was  Justice 
Rehnquist,  who  explained  that  under 
oath  in  detail  and  has  constantly  done 
so. 

It  is  not  Justice  Rehnquist's  fault 
that  he  was  given  the  least  defensible 


side  of  each  of  these  issues  to  try  to 
defend. 

As  a  lawyer.  Assistant  Attorney  Gen- 
eral Rehnquist  carried  out  the  assign- 
ment given  to  him  by  his  client.  Al- 
though these  may  very  well  be  Justice 
Rehnquist's  views,  we  should  not  hold 
him  responsible  for  views  he  expressed 
in  a  legal  memorandum  he  wrote 
under  the  direction  of,  and  serving  as 
the  lawyer  to,  the  President  of  the 
United  States  or  the  Attorney  General 
of  the  United  States. 

I  do  not  agree  with  the  views  ex- 
pressed in  these  memos,  but  in  my 
opinion.  Justice  Rehnquist  was  doing 
his  job  as  a  lawyer  is  supposed  to  do. 

Mr.  President,  before  I  conclude,  I 
would  like  to  discuss  briefly  my  analy- 
sis of  our  responsibility  to  advise  and 
consent  to  the  President's  nominees  to 
the  Supreme  Court.  There  is  a  differ- 
ence in  what  I  consider  to  be  the  ap- 
propriate manner  in  which  this  re- 
sponsbility  should  be  carried  out,  and 
that  conduct  that  I  consider  to  be  im- 
proper and  unwise,  but  not  culpable. 

In  the  case  of  a  nominee  to  the  Su- 
preme Court,  I  do  not  consider  it  to  be 
unacceptable  for  an  individual  Senator 
to  take  the  nominee's  political  views, 
as  they  relate  to  enforcement  of  the 
Constitution  and  our  laws,  into  consid- 
eration when  determining  whether  to 
vote  for  him  or  against  him.  That  is 
part  of  our  individual  rights  and  re- 
sponsibilities. Except  for  the  most  ex- 
treme views,  however,  I  do  not  think  it 
is  appropriate.  But  I  honor  and  re- 
spect my  colleagues  who  believe  that. 
Let  us  not  kid  ourselves.  This  is  not  an 
issue  about  a  restriction  in  a  deed  or 
about  supposedly  challenging  voters. 
This  is  an  issue  of  whether  or  not  a 
very  conservative  sitting  Justice 
should  be  moved  to  the  position  of 
Chief  Justice.  That  is  what  it  is  all 
about.  We  can  talk  about  it.  but  I 
think  we  all  know  here  that  this  Jus- 
tice is  very  conservative  and  that 
many  Members  of  this  body  who  are 
not  very  conservative  do  not  want  to 
see  this  type  of  Justice  sit  there  be- 
cause of  his  conservative  views.  They 
have  a  right  to  do  that,  and  I  respect 
it. 

My  philosophy  is  that  the  Senate 
should  base  its  confirmation  decisions 
on  the  three  criteria  that  I  discussed 
above— intellectual  excellence,  appro- 
priate judicial  temperament,  and  in- 
tegrity and  honesty.  While  I  acknowl- 
edge that  for  much  of  this  Nation's 
history,  the  Senate  performed  an 
almost  purely  political  function  in  ad- 
vising and  consenting  to  the  Presi- 
dent's nominees.  I  submit  to  my  col- 
leagues that  the  American  people  were 
not  well  served  by  this  system. 

Whether  we  like  it  or  not.  President 
Reagan  won  the  election.  Under  our 
Constitution,  he  has  the  right  to  make 
these  appointments.  If  they  meet 
those  three  criteria,  so  far  as  this  Sen- 
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ator is  concerned,  they  should  be  con- 
firmed, even  though  I  disagree  with 
many  of  their  decisions. 

A  vacant  seat  on  the  Court  occurred 
when  Chief  Justice  Salmon  P.  Chase 
died  on  December  6,  1864.  Because 
President  Andrew  Johnson  was  op- 
posed by  a  solid  Republican  majority 
in  the  Senate,  he  was  unable  to  fill  the 
vacancy  and  the  seat  on  the  Court 
went  vacant  for  more  than  5  years.  At 
one  point,  the  Congress  actually  abol- 
ished the  seat  rather  than  have  Presi- 
dent Johnson  fill  the  vacancy.  The 
stalemate  was  only  resolved  when 
President  Grant  was  elected. 

D  2100 

For  3  years  in  the  1840's,  the  Su- 
preme Court  lacked  its  full  compli- 
ment of  Justices  while  the  Senate  and 
President  Tyler  wrangled  with  Presi- 
dent Tylers  nominees.  President 
Tyler,  in  fact,  was  able  to  get  confir- 
mation of  only  one  of  his  six  nominees 
to  the  Court. 

There  have  been  many  other  exam- 
ples of  politics  undermining  the 
proper  functioning  of  the  Court. 
These  political  games  have  been 
played  both  by  the  Senate  and  by  the 
President.  President  Franklin  Roose- 
velt attempted  to  pack  the  Court  with 
liberal  justices  who  would  uphold  the 
New  Deal  legislation.  President  Taft 
contrived  to  have  himself  appointed 
Chief  Justice  after  he  left  the  Presi- 
dent's office.  I  believe  that  these  at- 
tempts at  politicizing  the  advice  and 
consent  proce.ss  is  improper  no  matter 
which  party  makes  the  attempt. 

Mr.  President,  I  urge  my  colleagues 
to  put  politics  aside  and  vote  to  con- 
firm Justice  Rehnquist  as  Chief  Jus- 
tice baseo  on  his  qualifications,  his 
temperament,  and  his  integrity. 
During  the  Carter  administration,  I 
served  on  the  Judiciary  Committee 
when  it  considered  many  judicial 
nominees  who  I  thought  to  be  quite 
liberal.  I  voted  on  each  of  these  nomi- 
nees based  on  the  criteria  that  I  have 
discussed  and  not  based  on  their  politi- 
cal views.  I  voted  to  confirm  such 
Judges  as  Patricia  Wald,  for  the  D.C. 
circuit:  William  Canby  and  Mary 
Schroeder,  for  the  ninth  circuit:  and 
Steven  Breyer.  for  the  first  circuit. 

The  record  before  us  amply  shows 
that  Justice  Rehnquist  has  met  and 
exceeded  each  of  these  standards. 
While  there  are  political  questions 
that  remain,  I  believe  that  they  have 
no  place  in  this  discussion.  I  will  cast 
my  vote  to  confirm. 

Mr.  President,  I  thank  a  couple 
people.  Ed  Baxter,  of  my  office.  Brad 
Kirby,  and  Bill  Wood,  and  many  who 
helped  in  this  process. 

Mr.  President,  I  yield  the  floor. 

The  PRESIDING  OFFICER.  The 
Senator  from  Utah. 

Mr.  HATCH.  Mr.  President,  I  com- 
pliment my  distinguished  colleague 
and  dear  friend  from  Arizona  for,  I 


think,  one  of  the  better  sets  of  re- 
marks made  on  this  nomination 
throughout  this  whole  process. 

I  personally  mention  my  respect  for 
him  because  I  know  that  it  has  been 
very  difficult  for  him  to  stand  up  on 
his  side  of  the  floor  throughout  these 
proceedings  and  do  the  excellent  job 
that  he  has  done  in  being  fair  to  Mr. 
Justice  Rehnquist. 

It  is  typical  of  Senator  DeConcini. 
It  is  typical  of  the  way  he  handled 
himself  in  the  Senate.  He  is  a  fair 
man.  He  is  honest  and  does  a  very 
good  job,  and  I  consider  him  one  of  my 
best  friends  in  this  body.  I  have  gained 
even  more  respect— I  did  not  think  it 
possible— but  I  gained  even  more  re- 
spect because  of  his  leadership  for  Jus- 
tice Rehnquist  throughout  this  battle. 

THE  REHNQUISITION  IS  NEARLY  OVER 

The  Rehnquisition  is  nearly  over. 
The  Nation  has  watched  in  horror  as 
the  grand  inquisitors  have  turned  the 
Senate  Chamber  into  a  star  chamber. 
The  inquisitors  have  dragged  out  their 
racks  and  stretched  the  truth.  Let  me 
give  an  example  of  how  the  truth  has 
been  twisted,  beaten,  and  gouged  in 
this  arduous  debate: 

JACKSON  MEMO 

The  inquisitors  have  used  a  34-year- 
old  memo  written  by  a  young  law  clerk 
to  say  that  Justice  Rehnquist  ques- 
tioned appropriate  civil  rights  policies. 
In  fact,  both  the  Justice  and  his  co- 
clerk,  Don  Cronson.  the  only  other 
living  person  knowledgable  about  the 
genesis  of  that  memo,  state  that  the 
memo  was  written  at  the  request  of 
Justice  Rehnquist's  employer.  The  in- 
quisitors complain  that  it  is  shameful 
to  attribute  those  beliefs  to  Justice 
Jackson.  This  is  another  stretching  of 
the  truth.  Neither  Justice  Rehnquist 
nor  Cronson  contend  that  Justice 
Jackson  held  these  views,  but  only 
that  he  asked  his  clerks  to  present  him 
with  arguments  on  both  sides  of  a  dif- 
ficult case. 

In  other  words.  Justice  Rehnquist 
was  asked  to  play  devil's  advocate.  But 
34  years  later,  the  inquisitors  want  to 
label  Justice  Rehnquist  as  the  devil. 
Where  is  the  fairness? 

LAIRD  VERSUS  TATUM 

Another  stretching  of  the  truth  on 
the  rack  of  these  inquisitors  concerns 
Justice  Rehnquist's  decision  to  hear 
the  Laird  versus  Tatum  case.  Even  the 
inquisitors  agree  now  that  Justice 
Rehnquist  violated  no  law  in  his  deci- 
sion, but  they  contend  it  was  unethical 
to  hear  a  case  when  he  had  a  "person- 
al knowledge  of  the  evidentiary  facts  " 
before  he  went  on  the  Court.  The  in- 
quisitors base  this  claim  on  his  testi- 
mony to  Senator  Ervin's  subcommittee 
in  1971.  As  current  chairman  of  that 
subcommittee,  I  have  reviewed  the 
record  and  learned  that  Justice  Rehn- 
quist told  Senator  Ervin  four  times 
during  that  hearing  that  he  lacked 
any  "personal  knowledge"  about  Army 


information  gathering— the  subject  of 
the  later  Laird  case. 

The  inquisitors  have  not  only 
stretched  the  truth,  they  have  also 
hauled  out  their  thumbscrews  and 
twisted  the  facts. 

EXTREMISM 

The  charge  that  Justice  Rehnquist 
is  extreme  is  just  such  an  instance  of 
fact  twisting.  In  fact.  Justice  Rehn- 
quist has  written  more  majority  opin- 
ions over  the  last  four  terms— 73  to  be 
exact— than  any  other  Justice.  It  is 
simply  impossible  for  the  Court's  lead- 
ing opinion-writer  and  consensus- 
shaper  to  be  "extreme."  A  study  of  the 
Court's  20  top  civil  rights  cases  of  1986 
shows  that  Justice  Rehnquist  voted  in 
the  mainstream  70  percent  of  the 
time.  Only  three  other  Justices  had 
better  mainstream  ratings. 

Just  like  the  real  inquisition,  these 
inquisitors  were  not  interested  in  Jus- 
tice Rehnquist's  faithfulness  to  the 
Constitution:  they  were  interested  in 
whether  he  agreed  with  their  narrow 
dogmas.  They  ignore  that  he  wrote 
the  leading  women's  rights  case  of  last 
term  and  that  he  consistently  votes  to 
end  proven  discrimination.  At  least  27 
times  he  has  voted  for  women  and  mi- 
norities. This  is  not  enough  for  them. 
Faithfulness  to  desegregation  is  not 
enough  for  them,  they  must  have  total 
obedience  to  the  dogma  of  racial  bal- 
ance even  if  it  means  using  quotas, 
busing,  and  judgment  by  statistics  and 
effects  tests.  Even  if  it  means  ignoring 
the  principle  of  the  "color-blind  con- 
stitution" and  striking  down  laws 
passed  by  the  States  with  no  discrimi- 
natory purpose  at  all,  they  must  have 
racial  balance. 

Justice  Rehnquist  is  no  heretic  on 
civil  rights.  He  simply  reads  the  Con- 
stitution and  laws  as  most  Americans 
would  read  them.  He  believes  in  a  col- 
orblind constitution  and  fights  genu- 
ine discrimination  wherever  it  arises. 
He  just  happens  to  disagree  with  the 
real  extremists  and  for  that  they  call 
him  "insensitive"  and  twist  the  facts. 

The  real  test  of  extremism  came 
when  the  inquisitors  accused  the  Jus- 
tice of  extremism  because  he  would 
have  allowed  Alabama's  silent  prayer 
to  stand  in  the  Jaffree  case.  The  in- 
quisitors failed  to  remember  that  the 
Senate  Judiciary  Committee  had  voted 
on  that  same  issue  12  to  6  in  favor  of 
Justice  Rehnquist's  position,  namely 
in  favor  of  allowing  States  to  have 
silent  moments  of  prayer  or  reflection. 
This  showed  that  the  inquisitors  were 
in  fact  the  minority  extremists. 

At  least  the  inquisitors  have  proved 
one  thing.  With  enough  time  in  blur 
memories,  the  past  can  be  molded  to 
mean  anything.  The  best  example  of 
that  was  the  testimony  from  Phoenix 
about  vote  challenging.  This  testified 
more  in  the  frailities  of  human 
memory  than  to  anything  else.  Noth- 
ing the  committee  found  in  1986  sig- 
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nificantly  altered  the  opinion  of  the 
same  committee  in  1971  that  "Viewed 
In  its  entirety,  the  incident  at  the  very 
most  in  a  case  of  mistaken  identity." 
Of  the  seven  who  claimed  to  have  ^een 
Justice  Rehnquist  engage  in  the  com- 
pletely legal  activity  of  verifying  voter 
credentials,  five  did  not  know  him  at 
the  time  and  only  identified  him  from 
newspaper  photos  in  1971—7  to  9  years 
after  the  fact.  I  have  heard  of  hind- 
sight being  20-20,  but  this  is  ridicu- 
lous. Eight  witnesses  testified  that 
they  had  never  even  heard  a  rumor  of 
Justice  Rehnquist's  involvement  in 
any  voter  improprieties.  Inquisitors 
can  make  any  kind  of  case  out  of  hazy 
memories. 

These  inquisitors  make  us  all  wish 
that  their  mouths  would  be  more  like 
their  minds— closed. 

I  mention  the  primary  characteristic 
of  the  inquisitor,  a  closed  mind,  for  a 
re^on.  These  inquisitors  have  over- 
looked the  most  relevant  facts.  They 
have  ignored  Justice  Rehnquist's  15 
years  of  leadership  on  the  Supreme 
Court.  They  have  ignored  the  fact 
that  the  ABA  gave  Justice  Rehnquist 
their  highest  possible  rating  for  "com- 
petence, judicial  temperament,  and  in- 
tegrity." They  ignore  that  his  col- 
leagues and  the  180  other  judges  inter- 
viewed by  the  ABA  gave  him  their 
highest  marks  for  integrity  and  judi- 
cial ability. 

Instead  they  distort  the  truth,  twist 
the  facts,  emphasize  rumor,  legitimize 
iruiuendo,  and  ignore  the  relevant. 
Moreover  they  attempt  to  prolong  the 
torture  for  hours— repeating  time  and 
again  the  same  unfounded  charges  in 
the  hope  that  repetition  will  make 
them  sound  legitimate. 

Throughout  this  painful  proceeding, 
the  inquisitors  have  searched  in  vain 
for  any  inconsistency,  crack,  or  break 
that  they  might  use  to  justify  their 
foreordained  verdict— guilty,  guilty, 
guilty.  I  would  ask  guilty  of  what?  The 
record  shows  Justice  Rehnquist  is 
guilty  of  elevating  the  rights  of  vic- 
tims alongside  those  of  criminals; 
guilty  of  advocating  equal  treatment 
of  all— not  special  treatment  for  some; 
guUty  of  defending  the  Constitution  as 
it  was  written.  If  there  is  any  guilt  in 
this  proceeding,  it  is  not  fairly  attrib- 
uted to  Justice  Rehnquist. 

This  body  has  one  question  remain- 
ing: will  it  let  justice  be  done  or  permit 
a  Justice  to  be  done  in. 

It  is  the  time  for  the  Senate  to  end 
the  Rehnquisition  and  proceed  to  a 
fair  vote  on  the  merits  of  this  issue. 
Today,  September  17.  1986,  is  the 
199th  anniversary  of  the  day  that  39 
men  at  the  Convention  in  Philadel- 
phia signed  the  Constitution.  It  is  fit- 
ting that  we  choose  this  day  to  ap- 
prove the  16th  Chief  Justice  of  the 
United  States.  It  was  on  this  day  in 
1787  that  George  Washington  deliv- 
ered his  first  official  oration  to  the 
Convention  to  voice  his  approval  of 


the  amended  Virginia  plan,  whose 
STponsoT.  Edmund  Randolph,  would 
refuse  to  sign  along  with  the  celebrat- 
ed George  Mason.  That  split  would 
help  produce  the  bill  of  rights.  This  is 
an  important  day  in  American  history. 
It  is  appropriate  to  celebrate  it  with 
this  historic  constitutional  action.  I 
urge  my  colleagues  to  approve  Justice 
Rehnquist  as  Chief  Justice. 

I  yield  the  floor. 

Mr.  THURMOND.  Mr.  President,  I 
did  not  intend  to  speak  further  but 
after  the  opponents  have  gone  so  far 
in  some  of  these  matters,  I  feel  it  nec- 
essary to  keep  the  record  straight  to 
make  a  brief  reply  to  a  few  of  those  al- 
legations that  have  been  made. 

Mr.  President,  the  allegation  about 
the  polling  place  incident.  The  allega- 
tion is  that  Justice  Rehnquist  chal- 
lenged or  harassed  minority  voters  at 
a  polling  place  in  Phoenix,  AZ  during 
the  1960s. 

RESPONSE 

Similar  allegations  were  raised  in 
1971.  The  committee  concluded  at  that 
time  that  the  allegations  were  wholly 
unsubstantiated,  and  probably  a  case 
of  mistaken  identity. 

Justice  Rehnquist  acknowledged 
that  he  was  a  legal  advisor  to  the  Re- 
publican Party  and  did  visit  some  pre- 
cincts in  1962. 

In  1986,  the  committee  expanded  its 
investigative  effort  and  invited  numer- 
ous witnesses  to  testify  regarding  the 
allegation. 

Only  three  of  the  five  witnesses  tes- 
tifying against  Justice  Rehnquist  said 
they  saw  him  challenging  minority 
voters.  Some  recognized  him  as  the  in- 
dividual involved  several  years  after 
the  incident  when  they  saw  his  picture 
in  the  paper.  All  eight  witnesses  testi- 
fying in  support  of  Justice  Rehnquist 
said  that  he  did  not  harass,  intimidate, 
or  challenge  minority  voters. 

Judge  Vincent  Maggiore.  the  1962 
Democratic  Party  chairman  for  Mari- 
copa County,  testified  that  Justice 
Rehnquist  was  not  involved  in  voter 
harassament. 

Judge  Thomas  Murphy,  the  1964 
Democratic  Party  chairman  told  the 
committee  that  he  personally  investi- 
gated the  allegations  about  Justice 
Rehnquist  and  that  they  were  totally 
unfounded. 

A  Republican  challenger  by  the 
name  of  Wayne  C.  Bentson  was  in- 
volved in  a  disturbance  at  the  Bethune 
Polling  Place  in  1962. 

Mr.  Bentson  admitted  to  the  FBI  in 
1962,  1971  and  again  in  1986  that  he 
was  the  individual  involved  at  the  Be- 
thune Polling  Place  in  1962. 

A  1962  FBI  Report  concerning  voter 
harassment  at  the  Bethune  Polling 
Place  refers  to  Mr.  Bentson.  Justice 
Rehnquist's  name  is  not  even  men- 
tioned. 

A  1962  Phoenix  police  report  con- 
cerning an  instance  at  Bethune  Poll- 
ing Place  refers  to  Mr.  Bentson.  Again 


this  report  does  not  mention  Justice 
Rehnquist's  name. 

A  1962  FBI  report,  the  1962  Phoe- 
nix, AR  Police  report,  and  Mr.  Bent- 
son all  acknowledge  that  Wayne  C. 
Bentson  was  the  individual  involved  in 
the  disturbance  at  the  Bethune  Poll- 
ing Place  in  1962. 

Although  Justice  Rehnquist  was  a 
legal  advisor  and  did  visit  some  pre- 
cincts, there  is  no  truth  to  the  allega- 
tion that  Justice  Rehnquist  participat- 
ed in  any  voter  challenging,  harass- 
ment or  intimidation  of  minority 
voters. 

LAIRD  V.  TATDM 
ALLEGATION 

Justice  Rehnquist  was  not  candid 
with  the  Judiciary  Committee  in  1971 
regarding  the  Laird  versus  Tatum  case 
involving  surveillance  activities  by  the 
Department  of  the  Army. 

RESPONSE 

Justice  Rehnquist  issued  a  compre- 
hensive memorandum  on  October  10, 
1972,  detailing  his  reasons  for  declin- 
ing to  recuse  himself  in  the  Laird 
versus  Tatum  case.  In  that  memoran- 
dum Justice  Rehnquist  reviewed  his 
involvement  in  the  case,  analyzed  the 
disqualification  statute  and  reviewed 
the  precedents  of  the  Supreme  Court 
on  the  disqualification  of  Justices.  He 
concluded  on  this  basis  that  recusal 
was  not  warranted. 

Justice  Rehnquist  did  not  have  per- 
sonal knowledge  of  the  Laird  versus 
Tatum  case  in  1971  when  he  testified 
before  Senator  Ervin's  Judiciary  Sub- 
committee. The  following  will  indicate 
that  fact.  Justice  Rehnquist  stated: 

As  you  might  imagine  the  Justice  Depart- 
ment, in  selecting  a  witness  to  respond  to 
your  inquiries,  had  to  pick  someone  who 
did  not  have  personal  knowledge  in  every 
field.  So  I  can  simply  give  you  my  under- 
standing. .  .  . 

Next: 

The  Office  of  the  Deputy  Attorney  Gen- 
eral .  .  .  advised  me  or  one  of  my  staff  as  to 
the  arrangement  with  respect  to  the  com- 
puter print-out  from  the  Army  data  bank, 
and  it  was  incorporated  into  the  prepared 
statement  that  I  read  to  the  subcommittee. 
I  had  then  and  have  now  no  personal  knowl- 
edge of  the  arrangement,  nor  so  far  as  I 
know  have  I  ever  seen  or  been  apprised  of 
the  contents  of  this  particular  print-out. 

Next: 

While  it  is  not  altogether  clear  to  me.  cer- 
tainly not  from  personal  knowledge  .  .  .  the 
extent  the  army  guidelines  were  actually 
carried  out  and  practiced,  it  should  be  ap- 
parent that  the  data  base  used  by  internal 
security  is  much  more  restricted  .  .  .  than 
were  the  guidelines  printed  in  the  Congres- 
sional Record. 

It  seems  clear  that  Justice  Rehn- 
quist did  not  have  any  personal  knowl- 
edge of  the  disputed  facts  in  the  Laird 
versus  Tatum  case  when  he  testified 
before  Senator  Ervin  in  1971  and  con- 
sistently acknowledged  that  fact. 

In  1986.  Justice  Rehnquist  respond- 
ed to  a  question  from  Senator  Leahy 
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on  the  subject  of  his  analysis  of  the 
pertinent  statute  affecting  his  dis- 
qualification from  this  case  and  any 
second  thoughts  he  might  have  on 
that  position  by  stating: 

I  realize  people  might  disagree  with  me 
but  that  was  the  position  I  took  in  that  case 
...  I  never  thought  of  it  again  until  these 
hearings,  to  tell  the  truth.  I  have  gone  back 
and  read  the  opinion,  and  I  think  under  the 
statute  as  it  was  changed  after  Laird  V. 
Tatuiru  I  think  there  would  be  probably  a 
very  strong  ground  for  disqualification.  But 
I  didn't  feel  dissatisfied  with  the  way  I  be- 
haved under  the  statute  as  it  then  stood. 

It  is  obvious  that  the  issue  raised 
was  one  of  legal  analysis,  upon  which 
reasonable  jurists  could  differ  and  Jus- 
tice Rehnquist.  himself  agreed  with 
this  fact.  However,  in  no  way  should 
Justice  Rehnquist's  actions  be  con- 
strued as  being  improper.  He  was  pru- 
dent, honest  and  forthright  in  his 
statements  and  that  is  all  we  can  ever 
ask  for. 

'  CORNELL  TRHST 
ALLEGATION 

Justice  Rehnquist  acted  unethically 
in  setting  up  a  trust  account  in  1961 
for  his  brother-in-law,  Harold  Dicker- 
son  Cornell,  who  had  been  diagnosed 
as  having  multiple  sclerosis. 

RESPONSE 

The  trust  fund  was  established  by 
Dr.  Cornell,  Harold's  father,  with  the 
express  purpose  of  providing  appropri- 
ate care  for  Harold  Cornell  upon  his 
inability  to  provide  for  himself. 

It  was  Dr.  Cornell's  express  wish 
that  the  trust  fund  be  kept  secret 
from  Harold  Cornell.  But  Dr.  Cornell 
made  all  of  his  other  children  aware  of 
the  secret  trust. 

Justice  Rehnquist  had  no  responsi- 
bilities to  administer  the  trust  or  pro- 
vide for  its  beneficiaries.  This  was  up 
to  Harold  Cornell's  brother,  George, 
the  trustee. 

George  Cornell  in  accordance  with 
his  father's  wish  never  disclosed  the 
existence  of  the  trust  to  Harold  Cor- 
nell. However,  he  did  provide  money 
from  his  own  personal  funds  for  Har- 
old's use.  The  trust  fund  was  never 
violated  and  was  given  to  Harold 
intact. 

At  no  time  does  Harold  Cornell 
assert  that  Justice  Rehnquist  or 
anyone  else  took  any  money  from  the 
trust  fund. 

The  claim  by  Harold  Cornell  of  un- 
ethical behavior  on  the  part  of  Justice 
Rehnquist  apparently  involves  noth- 
ing more  than  a  longstanding  family 
dispute  by  an  alienated  family 
member. 

The  allegation  totally  lacks  merit. 

RESTRICTIVE  COVENANTS 
ALLEGATION 

Properties  formerly  and  currently 
owned  by  Justice  Rehnquist,  con- 
tained restrictive  covenants  which  pro- 
hibited the  sale  or  transfer  of  these 
properties  to  certain  individuals. 


RESPONSE 

Such  restrictive  covenants  in  the 
early  part  of  this  century  were  a 
common  occurrence. 

Under  current  law  there  is  no  re- 
quirement to  have  covenants  removed. 

The  covenants  are  unenforceable 
and  meaningless  on  their  face. 

The  Judiciary  Committee  in  1971 
was  aware  of  the  restrictive  covenant 
on  his  former  Arizona  property.  How- 
ever, it  was  appropriately  not  an  issue 
in  1971  during  consideration  of  his 
nomination  to  be  Associate  Justice. 

Raising  this  issue  now  is  nothing 
more  than  an  attempt  to  portray  Jus- 
tice Rehnquist  as  insensitive  to  certain 
individuals.  Nothing  could  be  further 
from  the  truth. 

Justice  Rehnquist  has  taken  steps  to 
have  the  restrictive  covenant  on  the 
Vermont  property  removed  even 
though  there  is  no  requirement  for 
this  action. 

LONE  DISSENTER-OUT  OF  THE  MAINSTREAM 
ALLEGATION 

Justice  Rehnquist  is  out  of  the  main- 
stream of  constitutional  thought  and 
by  far  the  greatest  lone  dissenter. 

RESPONSE 

This  is  an  undeserved  reputation. 

Over  the  last  four  terms  of  the  Su- 
preme Court  no  Justice  has  written 
more  opinions  than  Justice  Rehnquist. 

The  principles  of  many  of  Justice 
Rehnquist's  earlier  lone  dissents  are 
gaining  acceptance  with  the  other  Jus- 
tices in  recent  terms. 

Justice  Stevens  remains  by  far  the 
greatest  lone  dissenter  on  the  current 
Court  with  27  solo  dissents  over  the 
last  four  terms  of  the  Court. 

Justice  Rehnquist  has  proven  him- 
self a  leader  of  majorities,  one  who  be- 
lieves in  equal  justice  for  all  Ameri- 
cans and  there  is  no  reason  to  think 
that  he  will  not  continue  to  do  so  as 
Chief  Justice. 

JUSTICE  JACKSON  MEMORANDUM 
ALLEGATION 

Justice  Rehnquist  expressed  his  own 
views  in  a  memorandum  concerning 
segregation  that  he  wrote  as  a  law 
clerk  for  Justice  Robert  H.  Jackson  in 
1952. 

RESPONSE 

The  memorandum  was  written  in 
1952  at  the  time  the  Supreme  Court 
was  considering  Brown  versus  Board 
of  Education. 

Justice  Rehnquist  informed  Senator 
Eastland  in  1971: 

The  memo  was  prepared  by  me  at  Justice 
Jacksons  request:  it  was  intended  as  a 
rough  draft  of  a  statement  of  his  views  .  .  . 
rather  than  a  statement  of  my  views  ...  the 
tone  of  the  memo  is  not  that  of  a  subordi- 
nate submitting  his  own  recommendation  to 
his  superior  .  .  .  but  is  the  tone  of  one  equal 
exhorting  other  equals. 

Donald  Cronson,  Justice  Rehnquist's 
coclerk,  stated  in  1971: 

It  is  my  recollection  that  the  memo  in 
question  is  my  work  at  least  as  much  as  it  is 


yours  and  that  it  was  prepared  In  response 
to  a  request  from  Justice  Jackson,  who  re- 
quested that  a  memo  be  prepared  support-  - 
ing  the  proposition  that  Plesay  v.  Ferguson 
was  correctly  decided.  The  memo  support- 
ing Plessy  was  typed  by  you,  but  a  great  deal 
of  its  content  was  the  result  of  my  sugges-' 
tions. 

Justice  Rehnquist  told  Senator  East- 
land that  he  unequivocally  and  fully 
supported  the  legal  reasoning  and  the 
rightness  from  the  standpoint  of  fun- 
damental fairness  of  the  Brown  deci- 
sion and  for  anyone  to  say  that  he 
thought  Plessy  versus  Ferguson  was 
right,  was  not  accurate  and  was  not 
his  personal  views. 

The  matter  appears  to  be  totally  ir- 
relevant and  without  merit.  Justice 
Jackson  asked  for  a  memo  from  his 
clerks  and  received  what  he  requested. 
During  his  15  years  on  the  Court  Jus- 
tice Rehnquist  has  reviewed  countless 
segregation  and  civil  rights  cases  and 
has  never  questioned  Brown  versus 
Board  of  Education  or  suggested  a 
return  to  Plessy  versus  Ferguson. 

Mr.  President,  as  I  previously  stated, 
the  Judiciary  Committee  has  thor- 
oughly reviewed  all  allegations  old  and 
new  and  has  found  nothing  that  would 
keep  Justice  Rehnquist  from  being  ele- 
vated to  the  position  of  Chief  Justice. 
The  committee  also  has  the  respon- 
sibility to  determine  if  Justice  Rehn- 
quist possesses  qualities  required  of  a 
Supreme  Court  Justice:  namely,  un- 
questioned integrity— honesty,  incor- 
ruptibility, fairness,  courage— the 
strength  to  render  decisions  in  accord- 
ance with  the  Constitution  and  the 
will  of  the  people  expressed  in  the 
laws  of  Congress;  compassion— which 
recognizes  both  the  rights  of  individ- 
uals and  the  rights  of  society  in  the 
quest  for  equal  justice  under  the  law; 
proper  judicial  temperament— an  un- 
derstanding of,  and  appreciation  for. 
our  system  of  government,  its  separa- 
tion of  powers  between  the  Federal 
and  State  governments. 

D  2110 

Based  upon  his  responses  to  ques- 
tions during  the  hearings,  his  out- 
standing qualifications  and  intellect,  it 
was  determined  that  Justice  Rehn- 
quist does  possess  these  attributes  and 
is  overwhelmingly  qualified  to  serve  as 
Chief  Justice  of  the  United  States. 

Mr.  President,  President  Reagan  has 
submitted  Mr.  Rehnquist's  name  to  be 
Chief  Justice  of  the  United  States. 
The  FBI  investigated  him  after  he  was 
selected  for  that  position.  They  found 
nothing  wrong.  They  made  a  thorough 
investigation. 

It  came  to  the  Judiciary  Committee. 
We  made  a  thorough  investigation.  We 
spent  weeks  on  it  and  then  we  dragged 
out  the  hearings  for  week  after  week 
after  week  to  acconmiodate  the  oppo- 
nents. And  yet  there  was  no  merit  in 
the  allegations  that  were  made. 
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The  Judiciary  Committee  has  recom- 
mended overwhelmingly  that  this  man 
be  confirmed.  It  is  just  not  right  to 
condemn  him  in  the  terms  that  have 
been  used  here  and  to  use  such  phra- 
seology as  has  been  used.  I  say  it  is  dis- 
graceful. 

I  urge  my  colleagues  to  vote  in  favor 
of  President  Reagan's  nomination  of 
Justice  Rehnquist  to  be  Chief  Justice 
of  the  United  States. 

Mr.  President,  questions  have  been 
raised  about  vacancies  and  the  pro- 
spective vacancies  on  the  Supreme 
Court  and  so  forth. 

I  ask  unanimous  consent  that  a 
letter  to  me.  signed  by  John  R.  Bolton, 
Assistant  Attorney  General,  with  at- 
tachments, be  printed  in  the  Record. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

U.S.  Department  of  Justice. 

Office  of  Legislative  and 
Intergovernmental  Affairs. 

Washington.  DC.  20530. 
Hon.  Strom  Thurmond. 

Chairman,  Committee  on  the  Judiciary.  U.S. 
Senate.  Washington,  DC. 

Dear  Senator  Thurmond:  This  letter  is 
written  to  you  as  Chairman  of  the  Commit- 
tee on  the  Judiciary  to  discuss  the  respec- 
tive powers  of  the  President  to  nominate, 
and  the  Senate  to  confirm,  an  individual  for 
a  prospective  vacancy  on  the  Supreme 
Court.  The  Department  of  Justice  has  con- 
sistently maintained  that  the  President  has 
the  power  to  nominate,  and  the  Senate  has 
the  power  to  confirm,  in  anticipation  of  a 
vacancy  which  shall  occur  during  the  Presi- 
dent's term  of  office.  See.  e.g..  Department 
of  Justice  Memorandum  re:  Power  of  the 
President  to  nominate  and  of  the  Senate  to 
confirm  Mr.  Justice  Fortas  to  be  Chief  Jus- 
tice and  Judge  Thornberry  to  be  Associate 
Justice  of  the  Supreme  Court.  July  11.  1968. 
printed  in.  Hearings  before  the  Committee 
on  the  Judiciary.  United  States  Senate,  90th 
Cong.  2d  Sess.,  on  Nominations  of  Abe 
Portas  and  Homer  Thornberry.  Appendix. 
Exhibit  1  (1968)  (copy  attached). 

A  prospective  vacancy  on  the  Supreme 
Court  arises  when  a  Justice  announces  his 
or  her  intention  to  retire  on  a  specific  date, 
or  upon  the  qualification  of  a  successor.'  A 
prospective  vacancy  also  arises  when  an  in- 
cumbent Justice  is  nominated  for  elevation 
to  the  Chief  Justiceship.  In  any  of  these  in- 
stances, the  President  has  the  power  to 
nominate,  and  the  Senate  the  power  to  con- 
firm, in  anticipation  of  the  vacancy.  This 
practice  is  entirely  compatible  with  the  con- 
stitutional plan  and  has  been  followed  on 
numerous  occasions. 

As  explained  in  lUarbury  v.  Madison,  5 
U.S.  (1  Cranch)  137.  153-157  (1803),  the  con- 
stitutional appointment  process  consists  of 
three  major  steps:  (1)  the  nomination  by 
the  President;  (2)  the  Senatorial  advice  and 
consent;  and  (3)  the  appointment  by  the 
President,  of  which  the  Commission  is 
merely  the  evidence.  Each  step  is  essential 
to  assumption  of  authority  by  the  officer  or 


Justice,  as  the  case  may  be.  Id.^  Thus,  the 
Constitution  clearly  permits  the  President 
to  nominate,  and  the  Senate  to  confirm,  a 
successor  while  the  incuml)ent  still  holds 
office.  Confirmation  does  not  confer  any 
rights  of  the  nominee;  the  President  re- 
mains free  to  decide  that  he  does  not  want 
to  make  the  appointment,  which  is  not  le- 
gally completed  until  the  execution  of  the 
commission.  If  the  President  nominates  a 
person  to  be  an  Associate  Justice  of  the  Su- 
preme Court  in  anticipation  that  an  incum- 
bent Justice  will  be  elevated  to  the  Chief 
Justiceship,  and  the  Senate  then  fails  to 
confirm  the  latter,  thereby  preventing  the 
creation  of  a  vacancy,  the  appointment,  of 
course,  cannot  go  forward. ^ 

On  several  previous  occasions,  the  Presi- 
dent has  simultaneously  elevated  a  sitting 
judge  and  nominated  his  replacement.  For 
example.  Justice  Shiras  submitted  his  resig- 
nation to  take  effect  on  February  24,  1903. 
On  February  19,  President  Roosevelt  nomi- 
nated (a)  Circuit  Judge  Day  to  be  Associate 
Justice  of  the  Supreme  Court,  vice  Justice 
Shiras:  (b)  Solicitor  General  Richards  to  be 
Circuit  Judge,  vice  Judge  Day:  and  (c)  As- 
sistant Attorney  General  Hoyt  to  be  Solici- 
tor General,  vice  Solicitor  General  Rich- 
ards. All  three  nominations  were  confirmed 
on  February  23,  one  day  prior  to  the  effec- 
tive date  of  Justice  Shiras"  resignation.  34 
Journal  of  the  Executive  Proceedings  of  the 
Senate.  202,  215  (hereinafter  •Journal"). 
More  recently,  on  December  11,  1974.  Presi- 
dent Ford  nominated  Judge  William  J. 
Bauer  of  the  Northern  District  of  Illinois  to 
replace' Judge  Otto  Kerner  on  the  Seventh 
Circuit.  On  the  same  day.  the  President  also 
nominated  Alfred  Kirkland  to  the  seat  va- 
cated by  Judge  Bauer's  elevation.  116  Jour- 
nal at  805.'' 

In  our  view,  the  President's  constitutional 
power  to  nominate  Justices  for  anticipated 
vacancies  is  limited  only  by  his  term  of 
office.  A  President  should  not  be  permitted, 
as  a  constitutional  matter,  to  make  a  pro- 
spective nomination  for  a  vacancy  that  shall 
occur  after  his  term  of  office  expires  be- 
cause such  a  power  would  encroach  upon 
the  appointment  power  of  his  successor. 
However,  no  such  limitation  exists,  in  the 
absence  of  a  specific  statutory  prohibition, 
where  the  President  nominates  an  individ- 
ual for  a  vacancy  which  shall  occur  during 
his  term  of  office. 

For  the  above  reasons,  the  Department  of 
Justice  believes  that  the  President  may 
nominate,  and  the  Senate  may  confirm,  in- 
dividuals for  anticipated  vacancies  on  the 
Supreme  Court  which  shall  occur  during 
the  President  s  term  of  office.  We  hope  this 


'  28  U.S.C.  371(b)  provides  in  relevant  part:  'The 
President  shall  appoint,  and  by  and  with  the  con- 
sent of  the  Senate,  a  successor  to  a  justice  or  judge 
who  retires.  "  This  section  does  not  prescribe  the 
procedures  or  timetable  for  such  appointments. 


'See  also  4  Op.  A.G.  217.  219-220  (1843);  12  Op. 
A.G.  32.  41-42  (1866);  36  Op  AG.  382.  384-385 
(1931). 

'For  example,  when  Justice  Fortas'  nomination 
to  the  Chief  Justiceship  was  withdrawn  in  October 
1978.  after  the  Senate  failed  to  end  a  filibuster  pre- 
venting a  vote  on  his  elevation  the  prospective  va- 
cancy (or  which  President  Johnson  had  nominated 
Judge  Thomljerry  was  eliminated. 

'  Moreover,  successors  to  district  court  judges 
who  have  been  elevated  to  the  court  of  appeals 
have  frequently  been  nominated  while  the  Senate 
is  still  considering  the  nomination  of  the  incum- 
bent. On  December  15.  1970.  while  the  Senate  Judi- 
ciary Committee  was  considering  the  nomination  of 
Judge  Wallace  Kent  to  the  Sixth  Circuit.  President 
Nixon  nominated  Albert  Engel  to  fill  Judge  Kent's 
seat  on  the  district  court  for  the  Western  District 
of  Michigan.  Judge  Kent's  elevation  was  approved  a 
few  days  later.  U2  Journal  at  680.  682. 


letter  alleviates  any  remaining  concerns  on 
the  part  of  members  of  your  Committee. 
Sincerely, 

John  R,  Bolton. 
Assistant  Attorney  General 

Attachment. 

Department  of  Justice 

Memorandum  re  Power  of  the  President  to 
nominate  and  of  the  Senate  to  confirm 
Mr.  Justice  Fortas  to  be  Chief  Justice  of 
the  United  States  and  Judge  Thornberry 
to  be  Associate  Justice  of  the  Supreme 
Court 

On  June  13,  1968,  Chief  Justice  Warren 
advised  President  Johnson  of  his  "intention 
to  retire  as  Chief  Justice  of  the  United 
States  effective  at  your  pleasure."  In  his 
reply,  dated  June  26,  the  President  stated, 

With  your  agreement,  I  will  accept  your 
decision  to  retire  effective  at  such  time  as  a 
successor  is  qualified."  On  the  same  day 
Chief  Justice  Warren  sent  to  the  President 
a  telegram  in  which  the  Chief  Justice  re- 
ferred to  the  President's  "letter  of  accept- 
ance of  my  retirement,"  and  expressed  his 
deep  appreciation  of  the  President's  warm 
words. ' 

On  June  26,  the  President  also  submitted 
to  the  Stnate  the  nominations  of  Mr.  Jus- 
tice Fortas  to  be  Chief  Justice  of  the  United 
States  vice  Chief  Justice  Warren,  and  of 
Judge  Thornberry,  of  the  United  States 
Court  of  Appeals  for  the  Fifth  Circuit,  to  be 
Associate  Justice  of  the  Supreme  Court  vice 
Justice  Fortas.  114  Cong.  Rec.  (Daily  Ed. 
June  26.  1968)S7834. 

Questions  have  been  raised  as  to  the 
power  of  the  President  to  make  and  of  the 
Senate  to  confirm  these  nominations.  The 
primary  objection  is  based  upon  the  asser- 
tion that  there  is  at  present  no  vacancy  in 
the  office  of  Chief  Justice,  and  that  nomi- 
nation and  confirmation  of  Mr.  Justice 
Fortas  is  therefore  improper.  Secondarily, 
there  seems  to  be  an  objection  that  nomina- 
tion and  confirmation  of  Judge  Thornberry 
cannot  be  accomplished  in  these  circum- 
stances because  the  office  to  which  he  has 
been  named  is  not  yet  vacant. 

Neither  objection  appears  to  be  well 
taken.  The  terms  of  Chief  Justice  Warren's 
retirement,  established  in  the  correspond- 
ence between  him  and  the  President,  are 
that  the  Chief  Justice's  retirement  will  take 
effect  upon  the  qualification  of  his  succes- 
sor.- Ju(jge  Thornberry  has  been  nominated 
in  anticipation  of  the  elevation  of  Mr.  Jus- 
tice Fortas.  As  this  nomination  will  show,  it 
is  well  established  that  the  President  has 
power  to  nominate,  and  the  Senate  power  to 
confirm,  in  anticipation  of  a  vacancy.  This 
power  exists  where  it  has  been  agreed  that 
retirement  of  an  incumbent  Justice  or  judge 
will  be  effective  upon  the  qualification  of 
his  successor.  Such  power  also  exists  where 
an  incumbent  Justice  or  judge  is  simulta- 
neously nominated  for  elevation  to  a  higher 
position. 


'  See  Appendix  I.  Nos  1-3  for  the  texts  of  the  let- 
ters and  telegram  exchanged  Iwtween  Chief  Justice 
Warren  and  the  President.  The  letters  appear  in  4 
Weekly  Compilation  of  Presidential  Documents 
1013-14. 

'  The  term  ■qualification"  or  "qualifies  "  refers  in 
this  context  to  the  taking  of  the  two  oaths  prereq- 
uisite to  holding  federal  judicial  office.  (1)  the  oath 
to  support  the  Constitution  required  by  Article  VI. 
clause  3  of  the  Constitution  of  all  officers  of  the 
United  States,  and  (2)  that  required  by  28  U.S.C. 
453  of  each  Justice  or  judge  l)efore  performing  the 
duties  of  his  office. 
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It  is  not  unusual  for  a  Justice  or  judge  to 
advise  the  President  of  his  intention  to 
retire  and  to  leave  it  to  the  President  to  pro- 
pose a  timing  best  suited  to  prevent  an  ex- 
tended vacancy  and  the  resulting  disruption 
of  the  operation  of  the  court  on  which  he 
sits.  Nomination  of  a  successor  in  such  cir- 
cumstances is  but  one  example  of  the  power 
to  fill  anticipated  vacancies. 

The  more  general  power  will  be  analyzed 
below,  but  it  is  instructive  first  to  consider 
two  directly  pertinent  instances  for  which 
documentation  is  available. 

Mr.  Justice  Gray  of  the  Supreme  Court 
advised  President  Theodore  Roosevelt  on 
July  9,  1902,  that  he  had  decided  to  avail 
himself  of  the  privilege  to  resign  at  full  pay. 
and  added: 

I  should  resign  to  take  effect  im- 
mediately, but  for  a  doubt  whether  a  resig- 
nation to  talie  effect  at  a  future  day,  or  on 
the  appointment  of  my  successor,  may  be 
more  agreeable  to  you." 

President  Roosevelt's  acceptance,  two 
days  later,  contained  the  following  passage: 

"It  is  with  deep  regret  that  I  receive  your 
letter  of  the  9th  instant,  and  accept  your 
resignation.  As  you  know,  it  has  always  been 
my  hope  that  you  would  continue  on  the 
bench  for  many  years.  If  agreeable  to  you,  I 
will  ask  that  the  resignation  take  effect  on 
the  appointment  of  you  successor.' 

Mr.  Justice  Gray  died  in  September, 
before  his  successor,  Mr.  Justice  Holmes, 
took  office  (187  U.S.  iii).*  The  Memorial 
Proceedings  in  honor  of  Mr.  Justice  Gray 
pointed  out  that  "he  submitted  his  resigna- 
tion to  take  effect  upon  the  appointment 
and  qualification  of  his  successor.  So  he 
died  in  office."  See  also  Lewis,  "Great  Amer- 
ican Lawyers."  Vol.  8,  p.  163. 

More  recently.  Circuit  Judge  Prettyman 
advised  President  Kennedy  on  December  14, 
1961,  that  he  intended  to  take  advantage  of 
the  statutory  retirement  provisions  of  sec- 
tion 371(b),  Title  28.  United  States  Code, 
and  continued: 

"The  statute  prescribes  no  procedure  for 
retiring:  accordingly  I  simply  hereby  retire 
from  regular  active  service,  retaining  my 
office. 

"The  statute  provides  that  you  shall  ap- 
point a  successor  to  a  judge  who  retires. 
Hence  I  am  sending  you  this  note." 

President  Kennedy  replied  on  December 
19: 

"It  was  with  regret  that  I  received  the  no- 
tification that  you  were  retiring  from  regu- 
lar active  service."  The  way  in  which  you 
phrased  your  letter  left  me  with  no  alterna- 
tive but  to  accept  your  decision." 

A  few  days  later,  however.  President  Ken- 
nedy sent  the  following  additional  note  to 
Judge  Prettyman: 

"As  you  know,  I  have  announced  that  I 
intend  to  fill  the  vacancy  which  will  be  cre- 
ated when  you  retire  from  active  service. 
However,  I  hope  you  will  continue  in  regu- 
lar active  service  on  the  Court  of  Appeals 
for  the  District  of  Columbia  until  your  suc- 
cessor assumes  the  duties  of  office.  Your 
letter  does  not  specifically  mention  when 
your  retirement  from  regular  active  service 
takes  effect,  but  I  have  been  informed  that 
you  have  no  objection  to  continuing  in  your 
present  capacity  until  your  successor  is 
sworn  in. 


'  See  Appendix  I.  Nos.  4-5  for  the  pertinent  pas- 
sages of  the  Gray-Roosevelt  correspondence. 

•  The  circumstances  surrounding  the  Holmes  ap- 
pointment will  be  discussed  infra. 


"I  appreciate  your  willingness  to  continue 
for  this  limited  period  in  order  that  the 
Court  may  not  be  handicapped  fur  any  time 
during  which  a  vacancy  might  otherwise 
exist." 

Judge  Prettyman  replied  to  the  President 
that  he  was  "glad  to  comply  with  your  pref- 
erence in  respect  to  the  date  upon  which  my 
retirement  takes  effect.  My  notice  to  you 
was  purposely  indefinite." ' 

Judge  J.  Skelly  Wright  was  nominated  on 
Februray  2,  1962,  confirmed  on  February  28, 
and  appointed  March  30.  He  qualified  on 
April  16,  and  Judge  Prettyman  retired  as  of 
April  15. 

The  exchange  of  communications  between 
Chief  Justice  Warren  and  the  President 
must  be  understood  in  the  light  of  these 
precedents.  The  Chief  Justice  advised  the 
President  of  his  intention  to  retire,  leaving 
it  to  the  President  to  suggest  terms  of  re- 
tirement which  would  be  suitable  in  allow- 
ing sufficient  time  for  nomination  and  con- 
firmation of  a  successor  without  the  disrup- 
tion and  over-burdening  of  the  remaining 
Justices  which  might  result  from  an  ex- 
tended vacancy,  in  particular  such  a  vaican- 
cy  in  the  Office  of  the  Chief  Justice.  The 
President  suggested  that  the  Chief  Justice's 
retirement  should  take  effect  upon  the  ap- 
pointment and  qualification  of  his  succes- 
sor. The  Chief  Justice  agreed  to  this  condi- 
tion. 

It  is  a  condition  of  retirement  that  was 
used  with  respect  to  the  Supreme  Court  in 
the  case  of  Mr.  Justice  Gray.  It  has  been 
frequently  resorted  to  in  the  case  of  other 
judicial  retirements.  (For  a  partial  list  of  re- 
tirements by  federal  judges  effective  upon 
the  appointment  and  qualification  of  their 
successors,  see  Appendix  II.) 

The  effect  of  this  form  of  retirement  is 
that  the  Chief  Justice  remains  in  office 
until  the  condition  occurs;  i.e..  until  his  suc- 
cessor qualifies  by  taking  the  oaths  of 
office. 

II. 

The  power  of  the  President  to  appoint 
Justices  of  the  Supreme  Court,  by  and  with 
the  advice  and  consent  of  the  Senate,  is 
specified  in  Article  II.  section  2,  clause  2  of 
the  Constitution.  It  provides  that  the  Presi- 
dent shall 

"nominate,  and  by  and  with  the  Advice 
and  Consent  of  the  Senate,  shall  appoint 
Ambassadors,  other  public  ministers  and 
Consuls.  Judges  of  the  Supreme  Court,  and 
all  other  Officers  of  the  United  States, 
whose  Appointments  are  not  herein  other- 
wise provided  for,  and  which  shall  be  estab- 
lished by  Law  •  •  *." 

Article  II.  section  3  provides  additionally 
that  the  President  shall  ■■Commission  all 
the  Officers  of  the  United  States." 

As  explained  in  Marbury  v.  Madison,  1 
Cranch  137.  153-157  (1803).  the  Constitu- 
tional appointment  process  consists  of  three 
major  steps:  The  nomination  by  the  Presi- 
dent; the  Senatorial  advice  and  consent 
(confirmation);  and  the  appointment  by  the 
President,  of  which  the  Commission  is 
merely  the  evidence.  See  also  4  Op.  A.G. 
218.  219-220. 

There  is  no  indication  in  this  early  analy- 
sis of  the  constitutional  appointment  proc- 
ess that  a  matured  vacancy  is  a  necessary 
prerequisite.  Nomination  and  confirmation 
to  fill  anticipated  vacancies  are  consistent 
with  the  constitutional  plan,  and  have  been 
frequent  occurrences  in  our  history. 


» See  Appendix  I.  Nos.  6-9  for  the  pertinent  pas- 
sages of  the  Kennedy-Prettyman  correspondence. 


It  should  be  noted  that  anticipated  vacan- 
cies may  be  grouped  into  two  categories: 
First,  those  that  will  take  effect  on  a  day 
certain;  e.g.,  when  a  resignation  is  submitted 
as  of  a  specific  date,  or  a  statutory  term  is 
about  to  expire.  Second,  those  that  will  take 
effect  upon  fulfillment  of  a  condition;  e.g., 
when  the  removal  or  elevation  of  the  Incum- 
t>ent  takes  effect,  or  the  appointment  and 
qualification  of  his  successor.  Nothing  in 
the  Constitution  prevents  advance  nomina- 
tion and  confirmation  to  fill  either  category 
of  anticipated  vacancies.  Logic  and  experi- 
ence, running  from  the  earliest  years  of  the 
Republic  to  the  present,  support  this  con- 
clusion. 

If  the  Senate's  power  to  confirm  were  con- 
ditioned on  the  present  effectiveness  of  the 
vacancy,  there  would  continually  be  gaps  in 
the  holding  of  important  offices.  In  all 
cases,  nomination,  confirmation  and  ap- 
pointment would  have  to  wait  until  the  in- 
cumbent leaves  office.  Interruptions  in  the 
discharge  of  public  business  would  necessar- 
ily result.  The  needs  of  prudent  administra- 
tion suggest  the  unsoundness  of  a  constitu- 
tional interpretation  that  would  force  this 
result  upon  every  resignation  or  retirement 
of  Presidential  appointees. 

As  a  matter  of  fact,  from  the  earliest 
years  the  Senate  has  exercised  the  power  to 
confirm  nominations  to  offices  in  which  a 
vacancy  in  the  near  future  is  anticipated  to 
take  effect,  by  action  of  the  incumbent  or  of 
the  President,  as  the  case  may  be.  The  first 
volume  of '  the  Executive  Journal  of  the 
Senate,  covering  the  years  from  1789  to 
1805.  gives  instances  in  which  the  Senate 
confirmed  nominees  in  the  following  situa- 
tions: To  fill  a  vacancy  to  be  created  by  the 
promotion  of  the  incumbent;  to  replace  an 
official  who  desired  to  be  recalled;  to 
rename  an  officer  whose  term  was  about  to 
expire;  to  replace  an  official  who  had  re- 
signed as  of  a  day  certain;  and  to  replace  an 
official  about  to  be  superseded.  (For  details 
as  to  these  nominations,  see  Appendix  III.) 

This  practical  interpretation  of  the  Con- 
stitution by  the  early  Presidents  and  the 
Senate  has  been  judicially  supported  in  a 
number  of  Supreme  Court  decisions  holding 
that  an  officer  who  serves  at  the  plesisure  of 
the  President  is  ousted  from  his  office  when 
the  President  appoints  a  successor  by  and 
with  the  advice  and  consent  of  the  Senate. 
McElrath  v.  United  States.  102  U.S.  426; 
Blake  v.  United  States.  103  U.S.  227.  237; 
Mullan  V.  United  States.  140  U.S.  240.  245. 
These  rulings  clearly  presuppose  that  the 
Senate  has  the  power  to  confirm  a  nomina- 
tion while  the  incumbent  is  still  in  office. 

The  history  of  the  Supreme  Court  con- 
tains several  examples  of  actions,  by  Presi- 
dents and  the  Senate,  to  fill  positions  of 
Justices  and  the  Chief  Justice  in  advance  of 
the  effective  date  of  the  resignation  or  re- 
tirement of  the  incumbent: 

1.  Mr.  Justice  Grier  submitted  his  resigna- 
tion on  December  15.  1869.  to  take  effect  on 
February  1.  1870.  President  Grant  nominat- 
ed Edwin  M.  Stanton  in  his  place  on  Decem- 
ber 20.  1869.  Stanton  was  confirmed  and  ap- 
pointed the  same  day.  and  his  commission 
read  to  take  effect  on  or  after  February  1. 
However,  due  to  his  death  on  December  24. 
Stanton  never  ascended  to  the  Bench.  See 
Warren.  "The  Supreme  Court— United 
States  History"  (1937  Edition)  VoL  2.  pp. 
504.  506. 

2.  Mr.  Justice  Gray  resigned  on  July  9. 
1902.  effective  on  the  appointment  of  his 
successor  (see  supra,  pp.  4-5).  On  August  11, 
the  newspapers  announced  that  Oliver  Wen- 
dell Holmes  had  been    "appointed"  to  sue- 


23794 


CONGRESSIONAL  RECORD— SENATE 


September  17,  1986 


ceed  Mr.  Justice  Gray.  Bowen.  "Yankee 
from  Olympus,"  346.  President  Roosevelt 
had  in  fact  on  that  day  given  Holmes  a 
recess  commission,  which  subsequently  was 
canceled.  Holmes,  who  then  was  Chief 
Judge  of  the  highest  court  of  Massachu- 
setts, apparently  did  not  want  to  serve  with- 
out prior  confirmation  by  the  Senate. 
"Holmes-Pollock  Letters."  Vol.  I.  p.  loa.** 

As  shown  above.  Mr.  Justice  Gray  died  on 
September  15.  The  President  nominated 
Holmes  on  December  2.  the  day  after  the 
Senate  reconvened.  The  nomination  was 
confirmed  two  days  later.  "Journal  of  the 
Executive  Proceedings  of  the  Senate."  Vol. 
XXXIV.  pp.  5,  21.  There  can  be  no  question 
but  that  President  Roosevelt  would  have 
submitted  the  Holmes  nomination  to  the 
Senate  prior  to  Justice  Gray's  death,  had 
the  Senate  then  been  in  session. 

3.  Mr.  Justice  Shiras  submitted  his  resig- 
nation to  take  effect  on  February  24.  1903. 
On  February  19.  President  Roosevelt  nomi- 
nated (a)  Circuit  Judge  Day  to  be  Associate 
Justice  of  the  Supreme  Court,  vice  Mr.  Jus- 
tice Shiras:  (b)  Solicitor  General  Richards 
to  be  Circuit  Judge,  vice  Judge  Day.  and  (c) 
Assistant  Attorney  General  Hoyt  to  be  So- 
licitor General,  vice  Solicitor  General  Rich- 
ards. All  three  nominations  were  confirmed 
on  February  23,  one  day  prior  to  the  effec- 
tive date  of  Justice  Shiras'  resignation. 
"Journal  of  the  Executive  Proceedings  of 
the  Senate.  "  Vol,  XXXIV,  pp.  202.  215. 

4.  On  September  1,  1922.  Associate  Justice 
Clarke  tendered  his  resignation  as  of  Sep- 
tember 18.  On  September  5,  President  Har- 
ding nominated  George  Sutherland  to  sue 
ceed  Mr.  Justice  Clarke.  The  Senate  con- 
firmed his  nomination  on  the  same  day.  260 
U.S.  iii.  The  records  of  the  Department  of 
Justice  indicate  that  Justice  Sutherland's 
commission  was  dated  September  5.  "com- 
mencing September  18.  1922." 

5.  On  June  2.  1941.  Chief  Justice  Hughes 
announced  that  he  would  retire  from  active 
service  on  July  1.  313  U.S.  iii.  On  June  12. 
President  Franklin  D.  Roosevelt  nominated 
Associate  Justice  Stone  to  be  Chief  Justice, 
and  Attorney  General  Robert  H.  Jackson 
"to  be  an  Associate  Justice  of  the  Supreme 
Court,  in  place  of  Harlan  F.  Stone,  this  day 
nommated  to  be  Chief  Justice  of  the  United 
States."  87  Cong.  Rec.  5097.  The  Senate 
confirmed  Chief  Justice  Stone's  nomination 
on  June  27.  and  Associate  Justice  Jackson's 
nomination  on  July  7.  314  U.S.  iv.' 

These  precedents  relating  to  Supreme 
Court  appointments  thus  show  instances  in 
which  the  Senate  confirmed  judicial  nomi- 
nations which  were  made  in  anticipation  of 
a  vacancy,  either  where  a  resignation  or  re- 
tirement was  to  take  effect  on  a  day  certain 
(Stanton:  Day:  Sutherland:  Stone),  or  where 


'See  also  a  letter  o(  August  21,  1902  from  Presi- 
dent Roosevelt  to  Holmes:  "After  consulting  one  or 
two  people.  I  feel  that  there  is  no  necessity  why 
you  should  be  nominated  in  the  recess.  Accordingly 
I  withdraw  the  recess  appointment  which  I  sent 
you,  and  I  shall  not  send  you  another  appointment 
until  you  have  been  confirmed  by  the  Senate, 
which  I  think  will  be  two  or  three  days  after  it 
meets.  Meanwhile.  I  strongly  feel  that  you  should 
continue  as  Chief  Justice  of  Massachusetts. " 

'  Chief  Justice  Stone  look  his  oath  on  July  3  (314 
U.S.  iv),  but  the  delay  in  Justice  Jackson's  confir- 
mation until  July  7  had  no  relation  to  that  fact. 
The  Jackson  hearings,  which  commenced  on  the 
same  day  as  the  Stone  hearings,  took  place  over 
several  days.  June  21-30.  and  the  Judiciary  Com- 
mittee reported  on  the  nomination  June  30.  On  the 
same  day  the  Jackson  confirmation  by  arrangement 
was  put  over  until  the  next  session  for  conducting 
suttstantial  business  of  the  Senate,  which  was  July 
7.  87  Cong.  Rec.  5.701.  575«.  5759  (1941). 


the  nomination  was  vice  an  Associate  Jus- 
tice nominated  to  be  Chief  Justice  (Jackson) 
or  vice  a  judge  nominated  to  be  a  Justice 
(Richards)." 

As  noted  earlier,  in  recent  years  a  very  siz- 
able number  of  federal  judges  have  retired 
subject  to  the  appointment  and  qualifica- 
tion of  their  successors.  The  Senate  has  con- 
firmed their  successors  in  the  same  way  it 
acts  on  other  nominations  which  are  sub- 
mitted in  anticipation  of  a  vacancy.  (See  ex- 
amples in  Appendix  II.)  The  same  is  true  of 
the  situations,  very  frequent  in  the  lower 
Federal  courts,  in  which  nominations  have 
been  made  and  confirmed  to  replace  incum- 
bent judges  being  elevated  to  higher  posts 
at  the  same  time.  Thus,  acceptance  of  the 
assertion  that  the  Senate  lacks  the  power  to 
confirm  Mr.  Justice  Fortas  on  account  of 
the  condition  affecting  the  timing  of  Chief 
Justice  Warren's  retirement,  or  that  it  lacks 
the  power  to  confirm  Judge  Thornberry  at 
this  time  to  replace  Justice  Fortas,  would 
create  serious  doubt  about  the  validity  of 
the  appointments  of  a  sizable  portion  of  the 
Federal  judiciary. 

There  is  nothing  inconsistent  with  the 
Constitution  in  the  practice  of  anticipatory 
and  confirmation  in  the  present  circum- 
stances. To  the  contrary,  this  practice  is 
sanctioned  by  the  Constitution  and  the  ex- 
perience under  it  throughout  our  history. 
As  President  Kennedy  wrote  to  Judge  Pret- 
tyman  in  1961.  it  has  the  beneficial  effect 
that  the  "Court  may  not  be  handicapped  for 
any  time  during  which  a  vacancy  might  oth- 
erwise exist." 

Appendix  I 
1.  Letters  from  Chief  Justice  Warren  to 
President  Johnson,  dated  June  13.  1968: 

a.  My  Dear  Mr.  President:  Pursuant  to 
the  provisions  of  28  U.S.C,  Section  371(B),  I 
hereby  advise  you  of  my  intention  to  retire 
as  Chief  Justice  of  the  United  States  effec- 
tive at  your  pleasure. 

Respectfully  yours. 

Earl  Warren. 

b.  My  Dear  Mr.  President:  In  connection 
with  my  retirement  letter  of  today.  I  desire 
to  state  my  reason  for  doing  so  at  this  time. 

I  want  you  to  know  that  it  is  not  because 
of  reasons  of  health  or  on  account  of  any 
personal  or  associational  problems,  but 
solely  because  of  age.  I  have  been  advised 
that  I  am  in  as  good  physical  condition  as  a 
person  of  my  age  has  any  right  to  expect. 
My  associations  on  the  court  have  been  cor- 
dial and  satisfying  in  every  respect,  and  I 
have  enjoyed  each  day  of  the  fifteen  years  I 
have  been  here. 

The  problem  of  age,  however,  is  one  that 
no  man  can  combat  and,  therefore,  eventu- 
ally must  bow  to  it.  I  have  been  continuous- 
ly in  the  public  service  for  more  than  50 
years.  When  I  entered  the  public  service, 
150  million  of  our  200  million  people  were 
not  yet  born.  I,  therefore,  conceive  it  to  be 
my  duty  to  give  way  to  someone  who  will 


"  Recently,  in  connection  with  a  nomination  ele- 
vating a  judge  to  a  higher  court  and  a  simulta- 
neously submitted  nomination  designed  to  fill  the 
vacancy  caused  by  that  elevation,  the  Senate  con 
finned  the  judge  who  was  to  fill  the  vacancy  ahead 
of  the  one  who  was  to  be  elevated.  These  were  the 
nominations,  dated  October  6.  1966,  of  John  Lewis 
Smith,  Jr.,  Chief  Judge  of  the  District  of  Columbia 
Court  of  General  Sessions,  to  the  United  States 
District  Court  for  the  District  of  Columbia,  and  of 
Harold  H.  Greene,  vice  the  elevation  of  Judge 
Smith.  112  Cong.  Rec.  25524.  The  confirmation  of 
Judge  Greene  occurred  on  October  18,  1966,  and 
that  of  Judge  Smith  on  October  20.  112  Cong.  Rec. 
27397,  28086. 


have  more  years  ahead  of  him  to  cope  with 
the  problems  which  will  come  to  the  Court. 

I  believe  there  are  few  people  who  have 
enjoyed  serving  the  public  or  who  are  more 
grateful  for  the  opportunity  to  have  done  so 
than  I.  I  take  leave  of  the  Court  with  the 
warmest  of  feelings  for  every  member  on  it 
and  for  the  institution  which  we  have  joint- 
ly served  in  the  years  I  have  been  privileged 
to  be  part  of  it. 

With  my  very  best  wishes  for  your  contin- 
ued good  health  and  happiness. 
Sincerely, 

Earl  Warren. 

2.  Letter  from  President  Johnson  to  Chief 
Justice  Warren  dated  June  26.  1968: 

My  Dear  Mr.  Chief  Justice:  It  is  with  the 
deepest  regret  that  I  learn  of  your  desire  to 
retire,  knowing  how  much  the  nation  has 
benefited  from  your  service  as  Chief  Justice. 
However,  in  deference  to  your  wishes,  I  will 
seek  a  replacement  to  fill  the  vacancy  in  the 
office  of  Chief  Justice  that  will  be  occa- 
sioned whtn  you  depart.  With  your  agree- 
ment, I  will  accept  your  decision  to  retire  ef- 
fective at  such  time  as  a  successor  is  quali- 
fied. 

You  have  won  for  yourself  the  esteem  of 
your  fellow  citizens.  You  have  served  your 
nation  with  exceptional  distinction  anel  de- 
serve the  nation's  gratitude. 

Under  your  leadership,  the  Supreme 
Court  of  the  United  States  has  once  again 
demonstrated  the  vitality  of  this  nation's  in- 
stitutions and  their  capacity  to  meet  with 
vigor  and  strength  the  challenge  of  chang- 
ing times.  The  Court  has  acted  to  achieve 
justice,  fairness,  and  equality  before  the  law 
for  all  people. 

Your  wisdom  and  strength  will  inspire 
generations  of  Americans  for  many  decades 
to  come. 

Fortunately,  retirement  does  not  mean 
that  you  will  withdraw  from  service  to  your 
nation  and  to  the  institutions  of  the  law.  I 
am  sure  that  you  will  continue,  although  re- 
tired from  active  service  as  Chief  Justice,  to 
respond  to  the  calls  which  will  be  made 
upon  you  to  furnish  continued  inspiration 
and  guidance  to  the  development  of  the  rule 
of  law  both  internationally  and  in  our  own 
nation.  Nothing  is  more  important  than  this 
work  which  you  undertook  so  willingly  and 
have  so  well  advanced. 
Sincerely. 

Lyndon  B.  Johnson. 

3.  Telegram  from  Chief  Justice  Warren  to 
President  Johnson,  dated  June  26, 1968: 
The  President, 

77ie  White  House, 

Dear  Mr.  President:  My  secretary  has 
read  to  me  over  the  phone  your  letter  of  ac- 
ceptance of  my  retirement.  I  am  deeply  ap- 
preciative of  your  warm  words,  and  I  send 
my  congratulations  to  you  on  the  nomina- 
tions of  Mr.  Justice  Fortas  as  my  successor 
and  of  Judge  Homer  Thornberry  to  succeed 
him.  Both  are  men  of  whom  you  can  well  be 
proud,  and  I  feel  sure  they  will  add  to  the 
stature  of  the  Court. 

Earl  Warren. 

4.  Letter  from  Mr.  Justice  Gray  to  Presi- 
dent Theodore  Roosevelt,  dated  July  9, 
1902: 

Dear  Mr.  President:  Being  advised  by  my 
physicians  that  to  hold  the  office  of  Justice 
of  the  Supreme  Court  for  another  term  may 
seriously  endanger  my  health,  I  have  decid- 
ed to  avail  myself  of  the  privilege  allowed 
by  Congress  to  judges  of  seventy  years  of 
age  and  who  have  held  office  more  than  ten 
years.  I  should  resign  to  take  effect  immedi- 
ately, but  for  a  doubt  whether  a  resignation 
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to  take  effect  at  a  future  day,  or  on  the  ap- 
pointment of  my  successor,  may  be  more 
agreeable  to  you. 

Wishing  that  the  first  notice  of  my  inten- 
tion should  go  to  yourself.  I  have  not  as  yet 
mentioned  it  to  any  one  else. 

Very  respectfully  and  truly  yours 

Horace  Gray. 

5.  Letter  from  President  Roosevelt  to  Mr. 
Justice  Gray,  dated  July  U,  1902: 

My  dear  Judge  Gray:  It  is  with  deep 
regret  that  I  received  your  letter  of  the  9th 
Instant,  and  accept  your  resignation.  As  you 
know,  it  has  always  been  my  hope  that  you 
would  continue  on  the  bench  for  many 
years.  If  agreeable  to  you,  I  will  ask  that  the 
resignation  take  effect  on  the  appointment 
.  of  your  successor. 

It  seems  to  me  that  the  valiant  captain 
who  takes  off  his  harness  at  the  close  of  a 
long  career  of  high  service  faithfully  ren- 
dered, holds  a  position  more  enviable  than 
that  of  almost  any  other  man;  and  this  pos- 
tion  is  yours.  It  has  been  your  good  fortune 
to  render  striking  and  distinguished  service 
to  the  whole  country  in  certain  crises  while 
you  have  been  on  the  court— and  this  in  ad- 
dition of  course  to  uniformly  helping  shape 
its  action  so  as  to  keep  it  up  on  the  highest 
standard  set  by  the  great  constitutional  ju- 
rists of  the  past.  I  am  very  sorry  that  you 
have  to  leave,  but  you  go  with  your  honors 
thick  upon  you.  and  with  behind  you  a 
career  such  as  few  Americans  have  had  the 
chance  to  leave. 

With  warm  regards  to  Mrs.  Gray,  believe 
me, 

Faithfully  yours, 

Theodore  Roosevelt. 

6.  Letter  from  Judge  Prettyman  to  Presi- 
dent Kennedy,  dated  December  14,  1961: 

Dear  Mr.  President:  On  October  17th 
last,  I  had  been  on  the  court  sixteen  years. 
In  August  I  was  seventy  years  old.  Being 
thus  qualified  I  wish  to  take  advantage  of 
the  statute  (Sec.  371(b)  of  Title  28,  U.S. 
Code)  which  says  a  judge  with  such  qualifi- 
cations 'may  retain  his  office  but  retire 
from  regular  active  service".  The  statute 
prescribes  no  procedure  for  retiring;  accord- 
ingly I  simply  hereby  retire  from  regular 
active  service,  retaining  my  office. 

The  statute  provides  that  you  shall  ap- 
point a  successor  to  a  judge  who  retirees. 
Hence  I  am  sending  you  this  note. 

With  great  respect  I  have  the  honor  to  be 
Yours  sincerely, 

E.  Barrett  Prettyman. 

7.  Letter  from  President  Kennedy  to 
Judge  Prettyman,  dated  December  19,  1961: 

Dear  Judge  Prettyman:  It  was  with  regret 
that  I  received  the  notification  that  you 
were  retiring  from  "regular  active  service." 
The  way  in  which  you  phrased  your  letter 
left  me  with  no  alternative  but  to  accept 
your  decision. 

I  was  pleased,  however,  that  you  were  re- 
taining your  office  and  would  be  available  to 
continue  your  distinguished  service  on  the 
Bench.  Your  record  for  justice  and  human- 
ity, your  efforts  in  behalf  of  more  efficient 
administration  of  the  law,  and  your  legacy 
of  sound  precedent  entitle  you  to  some  re- 
laxation from  the  demands  of  regular  active 
service. 

I  am  happy  that  you  have  elected  to  con- 
tinue in  the  capacity  of  chairman  of  the  Ad- 
ministrative Conference.  I  am  looking  for- 
ward to  receiving  the  recommendations  and 
suggestions  which  flow  from  the  meetings 
of  the  Conference.  It  seems  to  me  that  this 
offers  an  opportunity  to  make  a  major  con- 
tribution toward  the  improvement  of  the 
regulatory  agency  procedures.  Under  your 


leadership  I  am  sure  that  the  Conference 
will  take  advantage  of  that  opportunity. 
With  every  good  wish,  I  am 
Sincerely  yours, 

John  F.  Kennedy. 

8.  Letter  from  President  Kennedy  to 
Judge  Prettyman,  dated  December  26,  1961: 

Dear  Judge  Prettyman:  As  you  know,  I 
have  armounced  that  I  intend  to  fill  the  va- 
cancy which  will  be  created  when  you  retire 
from  active  service.  However.  I  hope  you 
will  continue  in  regular  active  service  on  the 
Court  of  Appeals  for  the  District  of  Colum- 
bia until  your  successor  assumes  the  duties 
of  office.  Your  letter  does  not  specifically 
mention  when  your  retirement  from  regular 
active  service  takes  effect,  but  I  have  been 
informed  that  you  have  no  objection  to  con- 
tinuing in  your  present  capacity  until  your 
successor  is  sworn  in. 

I  appreciate  your  willingness  to  continue 
for  this  limited  period  in  order  that  the 
Court  may  not  be  handicapped  for  any  time 
during  which  a  vacancy  might  otherwise 
exist. 

Sincerely, 

John  F.  Kennedy. 

9.  Letter  from  Judge  Prettyman  to  Presi- 
dent Kennedy,  dated  January  2.  1962: 

My  Dear  Mr.  President:  I  have  your  note 
of  December  26th.  I  am  glad  to  comply  with 
your  preference  in  respect  to  the  date  upon 
which  my  retirement  takes  effect.  My  notice 
to  you  was  purposely  indefinite.  I  shall 
advise  the  keepers  of  the  records  to  enter 
my  retirement  upon  the  date  when  my  suc- 
cessor qualifies. 

May  I  take  advantage  of  this  opportunity 
to  express  to  you  my  deep  appreciation  of 
your  generous  remarks  regarding  my  serv- 
ice. 

With  great  respect. 
Yours  sincerely, 

E.  Barrett  Prettyman. 

Appendix  II 

By  letter  dated  February  24,  1968,  Judge 
Wilson  Warlick,  North  Carolina,  Western, 
retired  effective  upon  the  appointment  and 
qualification  of  his  successor.  James  McMil- 
lan was  nominated  on  April  25,  appointed 
June  7,  and  entered  on  duty  June  24.  Judge 
Warlick  retired  June  23. 

By  letter  dated  March  30,  1967.  Judge 
Prank  M.  Scarlett.  Georgia.  Southern,  re- 
tired effective  upon  the  appointment  and 
qualification  of  his  successor.  To  date  no 
one  has  been  appointed  and  he  is  still  on 
the  bench  in  regular  service. 

By  letter  dated  November  28.  1966.  Judge 
Prank  A.  Hooper.  Georgia.  Northern,  re- 
tired effective  upon  the  appointment  and 
qualification  of  his  successor.  Newell  Eden- 
field  was  nominated  May  24.  1967.  appoint- 
ed June  12.  and  entered  on  duty  June  30. 
Judge  Hooper  retired  June  29. 

By  letter  dated  September  21,  1965.  Judge 
William  G.  East.  Oregon,  retired  effective 
upon  the  appointment  and  qualification  of 
his  successor.  Robert  Belloni  was  nominated 
February  21.  1967,  appointed  April  4,  and 
entered  on  duty  April  10.  Judge  East  retired 
April  9. 

By  letter  dated  March  12.  1965.  Judge  Wil- 
liam C.  Mathes.  California,  Southern,  re- 
tired effective  upon  the  appointment  and 
qualification  of  his  successor,  or  not  later 
than  June  30,  1965.  Irving  Hill  was  nominat- 
ed May  18,  appointed  June  10,  and  entered 
on  duty  June  25.  Judge  Mathes  retired  June 

9. 

By  letter  dated  February  19.  1964,  Judge 
Walter  M.  Bastian,  D.  C.  Circuit,  retired  ef- 
fective upon  the  appointment  and  qualifica- 


tion of  his  successor.  Edward  A.  Tamm  was 
nominated  March  1,  1965,  appointed  March 
11,  and  entered  on  duty  March  17.  Judge 
Bastian  retired  March  16. 

By  letter  dated  March  26,  1963,  Judge 
David  W.  Ling,  Arizona,  retired  effective 
upon  the  appointment  and  qualification  of 
his  successor.  C.  A.  Muecke  was  nominated 
August  17,  1964,  appointed  October  1,  and 
entered  on  duty  October  12.  Judge  Ling  re- 
tired October  11. 

A  number  of  other  instances  early  In  this 
century  of  retirements  to  be  effective  upon 
the  appointment  and  qualification  of  the 
successor  have  been  assembled  from  incom- 
plete records  of  the  Department  of  Justice. 
It  is  believed  that  in  these  cases  the  succes- 
sor was  appointed  between  the  date  of  the 
announcement  of  retirement  as  shown  in 
the  second  column  and  the  effective  date  of 
retirement  as  shown  in  the  third  column. 


Name  and  Court 


ment  ot  dil«  ol 

fetitemenl       retirtmenl 


Bmedicl,  (Jiartes.  New  Yotk.  L 

Btown.  AMson.  New  yorti.  S. 

Baker  John,  Indiana 

Hailen  Moses.  Cotaado      _. 

Lxkren,  Wn  ,  Minnesota     

Sauncleis  Eugene,  Louisiana.  E . 

Dallas  Geotte,  Tmrd  Otcuit _. 

Reid  Silas,  iiaksa  

Cooley  Alfottl  New  Meiico 

Bfawley,  J^m   S  (jrodna  _ 

Oonwioth  George,  Wasftmgloi 

Locke,  James  FlwKJa,  So    _. 

Peeie,  Slantx,  Cotirt  ol  Osm^.. 

Stuart  Itwmas,  Hawaii        

Wliitney,  Wm    Hawaii       

Snetiherd,  Setti,  DC  Q  Aope*.. 

Dyei  David,  Missouri,  E      

Bans,  Roliert.  fittli  Orojit  :.._ 

Davis,  JolKi,  New  Jersey 

Riner,  Jonn,  Wyomm|        _, 

fiudkm,  Frank,  Wasliington 
Anderson  AlDert  Seventh  Circuit 


5/26/97 

7/1/01 
11/8/02 

4/7/06 

</3/08 

1/8/09 
3/15/09 
6/14/09 

6/6/10 
4/18/11 
1/24/12 

7/9/12 

1/2/13 

8/8/16 
1/25/17 

5/1/17 
5/15/19 
8/22/U 

6/5/20 
10/13/21 

1/17/23  * 
10/31/29 


7/20/97 

9/3/01 
12/18/02 

5/1/06 
7/11/08 

2/8/09 
5/24/09 

7/1/09 
7/10/10 
6/14/11 

7/8/12 

9/2/12 
2/11/13 
11/23/16 
3/19/17 
9/30/17 
11,'3/19 

4/9/» 
6/12/20 
10/31/21 
1/18/23 
11/6/29 


Appendix  III 
Examples  in  Vol.  I  of  the  Journal  of  the 
Executive   Proceedings   of   the   Senate,   of 
Senatorial  Confirmations  in  Anticipation  of 
a  Vacancy. 

I.  Nominations  vice  an  incumbent  who  is 
being  elevated  at  the  same  time. 

December  21.  1976.  p.  216.' 

I  nominate  the  following  persons  to  fill 
the  offices  annexed  to  their  names,  respec- 
tively, which  became  vacant  during  the 
recess  of  the  Senate: 

Jonathan  Jackson,  of  Massachusetts,  to  be 
Supervisor  for  the  district  of  Massachusetts, 
vice  Nathaniel  Gorham,  deceased. 

John  Brooks,  of  Massachusetts,  to  be  In- 
spector of  Survey  No.  2.  in  the  district  of 
Massachusetts,  vice  Jonathan  Jackson,  ap- 
pointed Supervisor. 

Samuel  Bradford,  of  Massachusetts,  to  be 
Marshal  for  the  district  of  MassachusetU. 
vice  John  Brooks,  appointed  Inspector  of 
Survey  No.  2.  in  that  district. 

•  •  •  •  • 

Confirmed  December  22,  1796.  p.  217.  A 
number  of  similar  nominations  and  confir- 
mations took  place  in  February.  1801,  in 
connection  with  the  staffing  of  the  circuit 
courts,  pp.  381-385. 

II.  Nominations  vice  incumbents  who 
desire  to  be  relieved  of  their  duties. 

May  19,  1796,  p.  209 


'  The  page  numbers  refer  to  the  pages  of  Volume 
I  of  the  Journal  of  the  Executive  Proceedings  of 
the  Senate. 
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I  nominate  Rufus  King,  of  New  York,  to 
be  Minister  Plenipotentiary  of  the  United 
States  at  the  Court  of  Great  Britain,  in  the 
room  of  Thomas  Pinckney.  who  desires  to 
be  recalled. 

David  Humphreys,  of  Connecticut,  to  be 
the  Minister  Plenipotentiary  of  the  United 
States  at  the  Court  of  Spain:  William  Short, 
the  resident  Minister  to  that  Court  having 
desired  to  be  recalled. 

Confirmed.  May  20.  1796.  p.  209. 

III.  Nominations  to  fill  terms  about  to 
expire. 

1.  January  10.  1798.  p.  258 

I  nominate  the  following  persons  to  be 
Marshals  of  the  United  States: 

John  Hobby,  for  the  District  of  Maine: 
Philip  B.  Bradley,  for  the  district  of  Con- 
necticut; Thomas  Lowry.  for  the  district  of 
New  Jersey;  Samuel  McDowell.  Jr.,  for  the 
district  of  Kentucky;  each  for  the  term  of 
four  years,  to  commence  on  the  twenty- 
eighth  of  January,  current,  when  their 
present  terms  will  expire. 

Confirmed,  January  12,  1798,  p.  258. 

2.  December  9,  1799.  p.  325 

I  nominate  *  *  *  David  Mead  Randolph 
the  present  Marshal  of  the  District  of  Vir- 
ginia, for  the  term  of  four  years,  to  com- 
mence on  the  15th  instant  when  his  existing 
commission  will  expire. 


Confirmed.  December  6.  1799.  p.  326. 

3.  February  4.  1803.  p.  441 

I  nominate  *  •  •  William  Henry  Harrison, 
to  be  Governor  of  the  Indiana  Territory 
from  the  13th  day  of  May  next,  when  his 
present  commission  as  Governor  will  expire. 

Confirmed  February  8.  1803,  p.  442. 

IV.  Nominations  to  fill  vacancy  which  will 
be  caused  by  a  resignation  on  a  future  day 
certain. 

May  7.  1800.  p.  352 

I  nominate  the  Honorable  John  Marshall. 
Esq.  of  Virginia,  to  be  Secretary  of  the  De- 
partment of  War.  in  the  place  of  the  Honor- 
able James  McHenry.  Esq..  who  has  request- 
ed that  he  may  be  permitted  to  resign,  and 
that  his  resignation  be  accepted  to  take 
place  on  the  first  day  of  June  next. 

May  12.  1800.  p.  353 

I  nominate  the  Honorable  John  Marshall, 
Esq.,  of  Virginia,  to  be  Secretary  of  State,  in 
place  of  the  Honorable  Timothy  Pickering, 
Esq.  removed. 

The  Honorable  Samuel  Dexter,  Esq.  of 
Massachusetts,  to  be  Secretary  of  the  De- 
partment of  War,  in  the  place  of  the  Honor- 
able John  Marshall,  nominated  for  promo- 
tion to  the  Office  of  State. 

Confirmed.  May  13,  1800,  p.  354 

V.  Nomination  to  fill  office,  the  incum- 
bent of  which  is  to  be  superseded. 


December  23.  1799,  p.  329 

I  nominate  Ambrose  Gordon,  of  Georgia, 
to  be  Marshal  of  the  district  of  Georgia,  In 
the  place  of  Oliver  Bowen,  to  be  superseded. 

Confirmed,  December  24.  1799.  pp.  329- 
330. 

NOMINATIONS  OF  SUPREME  COURT  JUSTICES  IN  ELEQION 
YEARS' 


Total 
nomi- 
nations 

Con 

lirmed 

Reiect 
ed 

Withdrawn, 
postponed, 

Of  not 
acted  uDon 

Before   eleclior    in    elecliofi    ye* 

(see  uUe  I) 
Between  election  and  mauguratnn 

ol  difteteflt  Presidedt  (see  \Mt 

II) 
Nofniiulions  othei  Ihjn  above  cale- 

goiies          

15 

15 
9« 

11 
'85 

1 
1 

; 

3 

5 
4 

lolal       

m 

105 

9 

12 

'  Includes  ttie  period  tietween  Jan  1  ol  an  election  year  and  Itie 
inauguration  dale  of  tlie  followmg  year 

'  Includes  Stanley  Mattlwurs,  tlie  relevant  dates  ol  whose  nomination  and 

conlirmalion  are  as  follows  Nominated— Jan  26,  1881,  not  acted  upon  wtien 
Senate  adjourned  Mar  3,  1881,  resutimitted— Mar  14,  1881,  confirmed— Dec 
20.  1881 

=  Includes  these  special  cases    l*illiam  Palerson    Nominated— Feb    27. 

1793,  nomination  recalled  by  Presidenl- Feb  28,  1793,  resutimitted- Mar  4. 
1793,  confirmed-Mar  4,  1793 


I.  NOMINATIONS  IN  ELECTION  YEAR:  BEFORE  ELECTION 


Name  o(  nominee 


Date  of  nominalnn 


Disposition  of  nomination 


Nominating  ("resident  and 
party 


Succeeding  (Resident  and 
party 


mhamCuslMil 

Samuel  (3use. 
Ohve<  Fllsaotth 
Wilham  Jotinson 

John  Spencer  

Reuben  Watimtti 

(toard  %m 
ErHnrd  A  iradtord 
MeNille  FiiHer 
George  Sttiras 
Mahlon  Pitney 
Lours  D  Brandtis 
Jdin  H  0«it 
Benjamin  N  Catdnra 
Winam  Brennan 


Jan  26,  17%  ' _„ _ Confirmed  Jan  27,  1796,  declined  Feb  2. 

Jan  26.1796 _ Confirmed  Jan  27,1796         

Mar  3.  1796 Confirmed  Mar  4,  1796        

Mat  22,  1804 Confirmed  Mar  24,  1804     


1796. 


Jart  8.  1844  „ Reiected  Jan  31,  1844 


Mar  13,  1844  . 

June  5,  1844  

»ug  16,  1852  

Her  30.  1888 

July  19,  1892 

Feb  19,  1912 '. 

J*  28,  1916 ... 

July  14,  1916 

Feb  15,  1932 

Oct  IS  1956  recess  jft»  lai  14.  1957  (atler  election) 


Postponed  Jan  15,  1844.  withdrawn  June  17. 1144.., 

Postponed  June  15,  1844 , 

Not  acted  upon       -. 

Confirmed  July  20,  1888 

Confirmed  July  26,  1892 

Confirmed  Mar  13,  1912 

Confirmed  June  1,  1916 

Confirmed  July  24,  1916 

Confirmed  Feb  24,  1932 

Confirmed  Mar  19,  1957  


Washington,  Federalist  Adams.  Federalist 
do  Do 

„do Do 

Jefferson.  Oemocral-  Jefferson,  Democrat- 
Republican.  Republic 

Tyler,  Denxwat Polli,  Democrat 

do        Do 

do Do 

Fillmore,  Whig  Pierce,  Democrat 

Cleveland,  Dwnocrat  Harrison,  Republican 

B  Harrison,  ifepublican  Cleveland  Democrat 

Taft,  Republican  Wilson,  Demxrat 
Wilson,  Democrat  Do 

do       Do 

Hoover  Republican  Roosevelt.  Democrat 

Eisenhower,  Republican  Eisenhower,  Republican 


as  Civet  Justice,  had  been  Associate  Justice  since  1789 


II.  NOMINATIONS  BETWEEN  ELECTION  AND  INAUGURATION  OF  DIFFERENT  PRESIDENT 


Name  of  ncmnee 


Date  of  nominatnTi 


Disposition  ol  nomination 


Nominating  President  and 
party 


Succeeding  President  and 
partly 


JoHn  Jiy 


Dec  18.  180O Confirmed  Dec  19.  1800.  declined  Jan  2,  1801  , 


Jan  20,  1801 
Dec  17,  1828 
Mar  3,  1837 , . 


John  Mar^M............ 

Jdm  J  Cnttendm 

Wkam  Smitft 

John  Catron  Mar  3,  1837 

Peter  V  Dnd Feb  26,  1841  , 

Ednrdlbni Dec  4  1844 

Samuel  Nelsoi Feb  4.  1845   , 

Jotai  Read Feb  7.  1845 

GeorjB  Badpr Jan  10,  1856,. 

WMiam  Mom  Feb  24,  1853  . 

Jerenuh  Black  Feb  5,  1861  ... 

William  e  Woods  Dec  15.  1880  . 

Stanley  MattHew Jan  26,  1881 


HOMIE  Jadian 


Resubmitted  Mn  14,  ISSl.. 

Feb  2.  1893 


Confirmed  Jan  27,  1801  

Postponed  Fed  12,  1829         

Confirmed  Mar  8,  1837,  declined  later  in  same  month , 

Confirmed  Mar  8,  1837  

Confirmed  Mar  2,  1841 

Postponed  Jan  23,  1845,  wittidrawn  Feb,  7,  IWJ 

Confirmed  Feb  14,  1845 

Not  acted  upon , ;.. 

Postponed  Feb  U.  1853 i . 

Not  acted  upon       

Rejected  Feb  21,  1861 

Confirmed  Dec  21.  1880 

Not  acted  upon 


Adams,  Federalist 

do 
J  0,  Adams,  Nat  -Republican 
Jackson,  Democrat 

do 
Van  Buren,  Democrat 
Tyler,  Democrat 

do, 

do. 


Jefferson.  Democrat- 
Republican 

Do 
Jackson,  Democrat 
Van  Buren.  Democrat 

Do 
Harrison,  Whig 
Polk,  Democrat 

Do 

Do 


Fillmore  Whig Pierce  Democrat, 


do 
Buctianan,  Demarat 
Hayes,  Republican 

do 

Confirmed  Dec  20.  1881 „ „ GartielO.  Republican  , ,, 

Confirmed  Feb  18,  1893  B  Hanson,  Republican 


Do 

Lincoln,  Republican 
Garfield,  Republican 

Do 
Arthur,  Republican  (Sept. 

20,  1881) 
Cleveland,  Democrat 


Note  Inckides  tliese  special  cases    (2)  Roger  B   Taney   Nominated  as  Associate  Judge-Jan    15,  1835,  poslponed-Mar   3,  1835,  nominated  as  Chief  Justice— Dec   28,  1835,  confirmed-Mar   15   1836    (3)  Edwin  M  Stanton 
NoBwiiteit— Dec,  20.  1869,  confirmed— same  day,  died— Dec  24,  1896— without  ever  taking  seal  on  Court 


Mr.  THURMOND.  Mr.  President,  in 
closing,  I  wish  to  take  this  opportunity 
to  express  my  appreciation  to  the  Re- 
publican Senators  who  supported  this 
nomination  and  voted  for  cloture 
today.  I  would  also  like  to  thank  Sena- 
tor Orrin  Hatch  for  his  splendid  work 
on  this  nomination.  Every  Republican 


Senator  on  this  floor  voted  for  him. 
Not  a  single  one  voted  against  him. 

I  wish  to  commend  the  able  majority 
leader  for  what  he  has  done  to  get  this 
nomination  up  and  for  speaking  on  it 
forcefully.  We  are  very  indebted  to 
him. 


I  wish  to  commend  Senator  Stennis, 
who  has  been  a  judge  himself  from 
Mississippi.  No  one  in  the  Senate  is  re- 
spected more  than  Judge  Stennis, 
who  not  only  voted  here  for  cloture 
and  who  is  going  to  support  the  nomi- 
nation, but  who  spoke  out  for  him  and 
I  commend  him.  He  is  acting  in  a  non- 
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partisan  way,  as  we  Senators  should 
act  on  nominations,  regardless  of  who 
is  the  President. 

I  wish  to  commend  Senator  Heflin, 
Senator  Long,  and  the  other  Demo- 
cratic Senators  who  supported  this 
nomination,  at  least  in  voting  for  clo- 
ture today. 

I  wish  to  especially  commend  Sena- 
tor DeConcini  who  did  a  great  deal  of 
work  on  this  nomination.  He  is  in  the 
Democratic  Party.  His  address  here  on 
this  subject  is  one  of  the  finest  I  have 
heard  on  nominations  since  I  have 
been  in  the  Senate. 

I  would  also  like  to  take  this  oppor- 
tunity to  commend  Duke  Short,  the 
chief  investigator  of  the  Judiciary 
Committee,  and  his  investigator. 
Prank  Klonoski,  for  the  fine  job  they 
did  investigating  this  nominee  and  for 
all  that  they  have  done  to  aissist  in 
this  matter. 

I  wish  to  commend  Jack  Mitchell, 
Mark  Goodin,  and  Melissa  Nolan;  Paul 
Morgan,  of  the  Library  of  Congress; 
and  Randy  Rader,  from  Senator 
Hatch's  staff;  and  others  whose  names 
I  will  not  mention  at  this  time.  We  ap- 
preciate their  fine  cooperation. 

This  is  a  nomination,  Mr.  President, 
that,  when  it  was  sent  to  the  Senate 
and  on  to  the  committee,  should  have 
sailed  right  through.  Instead  of  that, 
it  has  taken  weeks  and  weeks  and 
weeks.  We  just  wasted  a  lot  of  time 
here.  When  it  came  to  the  Senate,  it 
should  have  sailed  through. 

It  is  just  amazing  to  me  the  allega- 
tions they  brought  up  here,  especially 
after  we  answered  them  and  explained 
them  and  after  witnesses  appearing 
before  the  committeie  did  that.  Yet, 
they  go  on  and  on  and  on. 

Mr.  President,  I  hope  the  time  has 
now  come  when  we  can  get  to  a  vote 
and  get  the  matter  settled  once  and 
for  all. 

I  wish  to  thank  the  distinguished 
ranking  member,  the  distinguished 
Senator  from  Delaware,  for  the  cour- 
tesies that  he  has  extended  to  the  ma- 
jority in  this  matter.  I  thank  him  for 
that. 

Mr.  BIDEN.  I  thank  my  colleague, 
especially  in  light  of  his  concluding  re- 
marks. 

Mr.  THURMOND.  Mr.  President,  I 
think  we  are  about  ready  to  vote.  I 
hope  all  Senators  are  here  and  they 
will  cast  their  vote  in  favor  of  Mr. 
Rehnquist.  The  fight  is  over  now. 
There  is  no  use  to  continue  it. 

Someone  said  of  the  opposition  that 
some  of  them  were  going  on  and  on  be- 
cause they  wanted  to  intimidate  him 
and  try  to  get  him,  if  he  is  confirmed, 
to  be  more  liberal.  That  is  ridiculous 
allegation. 

Mr.  Rehnquist  is  what  he  is.  He 
always  has  been.  I  think  he  is  going  to 
hand  down  decisions  and  call  them 
just  as  he  sees  them— and  that  is  what 
he  should  do— regardless  of  what 
people  think.  That  is  the  reason  we 


have  an  independent  court.  They  do 
not  have  to  come  up  for  renomination 
and  reappointment.  They  are  appoint- 
ed for  life.  They  are  independent. 

I  commend  Justice  Rehnquist  for 
the  great  job  he  has  done  for  15  years 
and  hope  he  will  have  15  more  years, 
or  double  that,  on  the  Supreme  Court 
after  he  has  been  confirmed. 

The  PRESIDING  OFFICER.  Is 
there  further  debate? 

Mr.  MELCHER.  Mr.  President,  I 
have  been  concerned  that  Justice 
Rehnquist's  previous  action  in  politi- 
cal campaigns  in  Arizona  aided  and 
abetted  tactics  to  challenge  unlawfully 
black  voters.  Rehnquist's  direct  in- 
volvement is  unclear,  and  he  now  testi- 
fies to  deplore  those  tactics.  j 

I  do  not  pass  judgment  on  his  nomi- 
nation on  that  basis. 

Nor  do  I  pass  judgment  on  his  nomi- 
nation on  the  basis  of  his  evident,  con- 
sistent conservative  philosophy.  That 
conservative  philosophy  and  Justice 
Rehnquist's  legal  expertise  and  experi- 
ence on  the  Supreme  Court  gives 
President  Reagan  the  confidence  to 
nominate  him  for  Chief  Justice. 

My  vote  on  the  Rehnquist  nomina- 
tion turns  on  a  fundamental  issue  that 
involves  him  personally  where  I  find 
his  determinations  to  be  seriously  in- 
adequate. 

News  accounts  published  in  mid- 
August  brought  to  public  attention 
charges  made  by  Harold  Cornell  of 
San  Diego. 

Cornell  charged  Rehnquist  with  im- 
properly withholding  from  him  the  ex- 
istence of  a  trust  fund  established  by 
Cornells  father  to  benefit  Howard 
Cornell.  Rehnquist  is  his  brother-in- 
law,  married  to  Cornell's  sister. 

I  have  previously  noted  Chairman 
Thurmond's  explanation  of  the  cir- 
cumstances of  the  Cornell  trust. 

I  have  talked  to  Harold  Cornell 
questioning  him  on  the  matters  of  the 
trust  and  the  facts  surrounding  it. 

The  facts  are  not  disputed. 

In  1961,  the  father.  Dr.  Cornell, 
asked  Rehnquist  to  draw  up  a  trust 
fund  for  his  son  Harold;  that  his  other 
son,  George,  be  trustee;  and,  that  the 
family  not  inform  Harold  of  its  exist- 
ence. Further,  that  the  trust  was  to 
benefit  Harold  if  he  was  in  serious 
need;  that  the  funds  ($25,000)  be  in- 
vested for  his  benefit;  that  in  the 
event  of  Harolds  death  the  surviving 
family  members  would  be  the  benefici- 
aries; and,  that  in  the  event  of  George 
Cornell's  death,  named  as  trustee,  the 
succeeding  trustee  would  be  a  bank  in 
San  Diego. 

George  Cornell  did  die  in  1981.  A  few 
months  later  in  1982  the  San  Diego 
bank  refused  to  accept  trustee  status; 
a  motion  filed  in  court  brought  to 
Harold  Cornell's  attention  that  the 
trust  fund  existed. 

Harold  Cornell  promptly  took  action 
to  claim  the  entire  trust  fund.  He  suc- 
ceeded in  his  claim. 


The  trust  fund  after  21  years 
amounted  to  $35,000. 

Harold  Cornell  has  multiple  sclerosis 
and  receives  veterans'  benefits.  Prior 
to  being  determined  to  be  eligible  for 
veterans'  benefits,  Cornell  begiiming 
in  1962,  1  year  after  the  establishment 
of  the  trust,  his  earnings  from  his  law 
practice  declined  rapidly  as  he  became 
afflicted  increasingly  with  multiple 
sclerosis.  His  needs  for  financial  assist- 
ance within  a  few  years  became  appar- 
ent and  for  a  time  prior  to  gaining  vet- 
erans' benefits  his  needs  were  great. 

He  was  not  aware  of  the  existence  of 
the  trust. 

I  have  reached  several  conclusions: 

The  trust  funds  terms  should  have 
benefited  Harold  Cornell  when  his  ap- 
parent and  serious  needs  started. 

Although  the  family  was  instructed 
by  Dr.  Cornell,  the  father,  not  to 
inform  Harold  of  the  trust  fund,  it  did 
instruct  assistance  to  him  if  and  when 
he  needed  it.  That  assistance  was  not 
provided. 

In  fact,  the  purpose  of  the  trust 
fund,  the  very  purpose,  and  the  re- 
quirement of  the  trust  fund  was  that 
financial  assistance  be  provided  if  the 
needs  were  there. 

Although  he  was  not  the  trustee, 
Rehnquist  having  drawn  up  the  trust 
knew  its  terms.  That  established  a  spe- 
cial responsibility  on  Rehnquist  to 
advice  the  trustee,  George  Cornell  to 
follow  the  terms  of  the  trust  and  to 
provide  benefits  of  the  trust  to  Harold 
Cornell  in  his  time  of  need. 

Further,  Harold  Cornell,  as  a  victim 
of  multiple  sclerosis  attained  a  perma- 
nently debilitated  condition.  Measured 
by  the  trust's  terms  required  continu- 
ous financial  benefits  for  Harold. 

I  find  it  extraordinary  that  Harold 
Cornell  only  learned  of  the  existence 
of  the  trust,  21  years  old,  when  the 
San  Diego  bank  refused  to  become  the 
trustee  following  the  death  of  George 
Cornell.  Had  the  bank  not  refused 
which  necessitated  a  motion  to  be  filed 
in  court  to  appoint  a  new  trustee  and 
that  was  published  as  required,  Harold 
Cornell,  then  about  70  years  old, 
might  never  have  learned  of  the  trust 
set  up  by  his  father  for  his  benefit  if 
he  became  in  need  of  help. 

The  basic  fundamental  responsibil- 
ity of  Rehnquist  to  help  his  brother- 
in-law  cannot  he  excused  because  the 
trustee,  George  Cornell,  did  not  act. 

Rehnquist  had  a  special  binding  obli- 
gation to  assure  that  Harold  Cornell 
benefited  from  the  trust  in  his  days 
and  years  of  need. 

As  he  became  incapacitated  his 
income  dwindled,  multiple  sclerosis 
gradually  ended  any  earnings.  That 
should  have  dictated  that  he  be 
helped  from  the  trust. 

When  Dr.  Cornell  set  up  the  trust 
just  before  his  death  he  could  not 
have    anticipated    any    more    serious 
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needs  than  did  in  fact  become  the  fate 
of  his  son. 

Legal  scholars  may  argue  or  quibble 
over  the  legal  obligations  of  Rehnquist 
versus  the  primary  duty  of  the  trustee 
George  Cornell. 

But  I  shall  not  argue  or  quibble  legal 
nuances. 

This  is  a  question  of  basic  right  or 
wrong. 

I  believe  Rehnquist  was  wrong  in  not 
assuring  the  benefits  flowed  to 
Howard  Cornell  in  his  time  of  need, 
and  not  advising  the  trustees  of  his 
primary  duty  to  make  sure  that  the 
trust  benefits  were  given  to  Howard 
Cornell,  and  I  find  it  wrong  that  did 
not  happen  in  not  informing  Howard 
Cornell  of  the  existence  of  the  trust. 

I  believe  it  is  a  moral  family  obliga- 
tion required  of  Rehnquist  to  have 
taken  those  actions.  I  believe  he  failed 
in  a  basic  responsibility.  And  I  regret 
that  I  believe  it  demonstrates  a  flaw  in 
his  judgment,  and  in  his  compassion. 

Our  duty  here  in  the  Senate  of  the 
confirmation  of  the  Chief  Justice  is 
clear.  It  is  an  obligation  and  a  respon- 
sibility that  we  have  to  use  every  facet 
of  a  person's  character,  his  knowledge, 
his  wisdom  in  determining  whether  or 
not  he  should  indeed  be  confirmed  for 
the  highest  position  in  the  highest 
court  of  our  country. 

I  find  with  regret  that  I  do  not  be- 
lieve that  Chief  Justice  Rehnquist 
should  receive  confirmation.  I  regret 
that  I  find  that  to  be  the  case.  But  for 
those  reasons.  I  shall  vote  against  the 
nomination. 

Mr.  PELX..  Mr.  President,  I  wish  to 
emphasize  that  while  I  have  voted  in 
favor  of  invoking  cloture  on  the  nom- 
ination of  William  Rehnquist,  I  intend 
to  oppose  the  nomination  when  the 
time  arrives  for  a  final  vote  on  confir- 
mation. During  25  years  in  the  Senate 
I  have  never  voted  in  support  of  a  fili- 
buster. I  believe  that  a  majority  of 
this  body  should  work  its  will,  regard- 
less of  the  outcome,  auid  that  filibus- 
ters are  not  in  the  public  interest. 
Having  said  that,  I  would  reiterate  my 
intention  to  oppose  Mr.  Rehnquisfs 
nomination.  The  arguments,  pro  and 
con,  are  before  the  Senate  and  I  be- 
lieve it  is  time  for  the  Senate  to  move 
toward  a  final  vote  on  this  nomina- 
tion. 

Mr.  COHEN.  Mr.  President,  the  Sen- 
ate's role  in  judicial  appointments,  and 
particularly  the  appointment  of  mem- 
bers of  the  Supreme  Court,  is  one  of 
its  most  important  functions.  In  ful- 
filling its  constitutional  duty  of  advice 
and  consent,  the  Senate  shares  with 
the  President  the  critical  responsibil- 
ity of  shaping  the  quality  of  the  Fed- 
eral judiciary  and,  therefore,  the  qual- 
ity of  justice  in  our  Nation. 

I  do  not  take  this  responsibility 
lightly,  nor  do  I  believe  that  the 
Senate  should  act  as  a  rubber  stamp. 
simply  deferring  to  the  President's 
wishes.  Although  there  may  appropri- 


ately be  a  strong  presumption  in  favor 
of  a  Presidential  nominee,  the  Senate 
and  each  individual  Senator  have  an 
obligation  to  take  an  active  role  in 
evaluating  the  qualifications  and  com- 
petence of  those  individuals  nominat- 
ed by  the  President  in  order  to  meet 
the  responsibility  imposed  by  the  Con- 
stitution. 

During  the  Senate  Judiciary  Com- 
mittee's hearings  and  the  Senate's 
debate  on  the  nomination  of  Associate 
Justice  William  Rehnquist  to  be  Chief 
Justice  of  the  U.S.  Supreme  Court, 
several  issues  touching  on  his  fitness 
for  this  position  have  been  raised. 
However,  in  regard  to  his  intelligence, 
his  temperament,  and  his  academic 
and  professional  qualifications.  I  be- 
lieve there  is  virtually  unanimous 
agreement  that  Justice  Rehnquist  is 
well  qualified  to  serve  as  Chief  Justice. 

The  Standing  Committee  on  Federal 
Judiciary  of  the  American  Bar  Asso- 
ciation concluded,  after  an  extensive 
investigation,  that  Justice  Rehnquist 
"meets  the  highest  standards  of  pro- 
fessional competence,  judicial  tem- 
perament and  integrity,  is  among  the 
best  available  for  appointment  as 
Chief  Justice  of  the  United  States,  and 
is  entitled  to  the  Committee's  highest 
evaluation  of  the  nominees  to  the  Su- 
preme Court."  Justice  Rehnquist  is  de- 
scribed by  fellow  members  of  the  judi- 
ciary as  a  "true  scholar."  "unbeliev- 
ably brilliant. "  and  "a  very  capable  in- 
dividual in  every  respect."  Moreover, 
he  has  the  respect  and  esteem  of  his 
fellow  Associate  Justices  and  the  cur- 
rent Chief  Justice,  all  of  whom  have 
strongly  endorsed  his  nomination. 

The  question  before  the  Senate  is 
not  whether  Justice  Rehnquist  should 
remain  or  be  allowed  to  serve  on  the 
Supreme  Court,  but  whether  he 
should  be  elevated  to  the  position  of 
Chief  Justice,  the  head  and  adminis- 
trator of  the  Federal  judiciary.  Re- 
gardless of  the  outcome  of  the  Sen- 
ate's debate  on  this  nomination.  Jus- 
tice Rehnquist  will  remain  on  the  Su- 
preme Court  and  will  continue  to  ex- 
press his  opinions,  in  the  majority  or 
in  the  dissent,  as  a  member  of  the 
Court. 

I  fully  expect  that  among  these 
future  opinions,  there  will  be  some, 
and  perhaps  many,  with  which  I  will 
disagree.  I  make  this  prediction  based 
on  the  record  of  the  past,  for  I  do  not 
share  a  number  of  the  views  which 
have  been  expressed  by  Justice  Rehn- 
quist and,  in  fact,  find  myself  in  strong 
disagreement  with  many  of  his  past 
judicial  opinions. 

I  must  also  say  that  I  am  troubled 
by  the  performance  of  Justice  Rehn- 
quist during  the  Judiciary  Commit- 
tee's confirmation  hearings.  His  fail- 
ure to  be  more  candid  and  forthright 
with  the  committee  has  raised  serious 
questions  regarding  his  credibility.  In 
addition,  I  am  dismayed  by  some  of 
the  statements  and  writings  made  by 


Justice  Rehnquist  during  his  tenure  in 
the  Justice  Department's  Office  of 
Legal  Counsel  and  as  a  private  citizen 
prior  to  his  joining  the  Court  in  1971 
regarding  civil  rights  issues  and  the 
equal  rights  amendment.  These  state- 
ments have  understandably  raised  con- 
cerns regarding  Justice  Rehnquisfs 
sensitivity  to  our  Nation's  commit- 
ment to  equal  rights  for  minorities 
and  women. 

While  these  statements  should  not 
be  ignored  by  the  Senate  in  its  consid- 
eration of  the  nomination.  I  believe 
the  more  important  and  relevant  indi- 
cator of  Justice  Rehnquisfs  fitness  is 
his  established  record  over  the  past  15 
years  as  Associate  Justice.  An  exami- 
nation of  this  record  reveals  that  Jus- 
tice Rehnquist  is.  without  question,  a 
conservative  jurist,  an  assessment  with 
which  few.  if  any.  would  disagree. 
However,  the  fact  that  his  conserva- 
tive judicial  philosophy  has  led  him  to 
judgments  on  complex  and  controver- 
sial issues  with  which  I  and  many 
others  differ,  neither  makes  him  unfit 
nor  does  it  necessarily  indicate  a  hos- 
tility or  insensitivity  to  the  values  of 
equality  and  justice. 

Despite  my  differences  with  Justice 
Rehnquisfs  conclusions  on  various 
constitutional  and  legal  issues.  I  do 
not  question  his  integrity,  or  his  re- 
spect for  the  rule  of  law  and  the  Con- 
stitution. And,  it  is  by  these  standards, 
together  with  professional  compe- 
tence, that  Justice  Rehnquist  and 
other  nominees  to  the  Federal  judici- 
ary should,  in  my  opinion,  be  judged. 

Those  who  would  have  the  Senate 
reject  this  nomination  bear  the 
burden  of  demonstrating  why  an  indi- 
vidual who  has  served  honorably  and 
with  distinction  on  the  Supreme  Court 
for  over  a  decade  should  not  be  elevat- 
ed to  the  position  of  Chief  Justice. 
While  there  is  much  in  Justice  Rehn- 
quisfs record  that  precludes  me  from 
giving  my  enthusiastic  support  for  his 
nomination,  I  do  not  believe  that  this 
burden  has  been  met.  I  will,  therefore, 
vote  to  confirm  William  Rehnquist  as 
the  next  Chief  Justice. 

FAILING  THE  NATION'S  IDEALS 

Mr.  LAUTENBERG.  Mr.  President. 
I  rise  to  oppose  the  nomination.  Jus- 
tice Rehnquist  should  not  become 
Chief  Justice  Rehnquist. 

Mr.  President,  I  do  not  reach  this 
conclusion  lightly.  But,  I  do  not  come 
to  it  with  any  doubts  or  hesitation.  I 
have  thought  a  lot  about  the  nominee. 
And  I  have  thought  a  lot  about  my 
role  and  the  Senate's  role,  in  this  proc^ 
ess. 

It  is  my  role  to  apply,  as  best  I  can, 
certain  high  standards  that  a  Chief 
Justice  must  meet.  Standards  of  intel- 
ligence and  integrity.  But  also  stand- 
ards of  loyalty  and  service  to  ideals  we 
hold  so  dear.  Ideals  of  freedom  and 
equality.  Ideals  embedded  in  the  Con- 
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stitution,  in  our  laws,  and  in  our  vision 
of  a  more  perfect  society. 

Mr.  President.  Justice  Rehnquist 
falls  to  meet  those  standards. 

THE  ROLE  or  THE  SENATE 

The  Senate  has  no  role  more  impor- 
tant than  its  role  of  advice  and  con- 
sent to  judicial  nominations.  And  no 
judicial  nomination  is  more  important 
than  one  to  the  Supreme  Court,  one  to 
the  post  of  Chief  Justice. 

We  have  a  great  responsibility.  Just 
as  the  President  is  empowered  to  make 
nominations,  we  are  entrusted  with 
the  power  to  reject  them.  We  are  co- 
equal with  the  President.  Let  me  say 
that,  at  the  outset,  because  I  believe 
some  of  my  colleagues  would  disagree. 
Some  would  say  the  President— a 
popular  President— has  the  right  to 
whom  he  chooses,  unless  we  prove  the 
nominee  to  be  a  liar  or  a  cheat  or  an 
incompetent.  Some  would  say  that  we 
ought  not  to  inquire  into  the  nomi-. 
nee's  views.  It  is  fine  for  the  President 
to  do  that.  And,  we  can  be  sure,  those 
views  were  a  factor  in  this  nomination. 
But,  it  is  not  our  job  to  inquire  as  well. 

Mr.  President,  that  is  what  some 
may  say.  But,  I  disagree.  The  Senate's 
job  is  not  so  confined.  It  is  not  so  me- 
chanical. And  it  is  not  so  easy. 

We  sit  in  judgment  of  someone  who 
would  lead  one  separate  branch  of 
Government.  This  is  not  some  post 
within  the  executive  branch,  some 
post  in  the  President's  own  adminis- 
tration. For  that,  perhaps  more  lati- 
tude is  justified.  A  President  is  elected 
to  lead  that  branch,  and  to  assemble  a 
government.  But,  we  are  elected  to  the 
Congress.  And  both  the  President  and 
the  Senate  must  join  as  partners  in 
the  selection  of  the  members  of  the 
third  branch— the  judiciary. 

We  sit  in  judgment  not  of  some 
nominee  to  a  district  or  circuit  court. 
For  that,  questions  about  a  person's 
views  perhaps  should  be  balanced 
against  a  person's  obedience  to  prece- 
dent. 

But,  we  sit  in  judgment  of  a  nominee 
to  the  highest  court.  The  Court  does 
not  merely  find  the  law,  it  shapes  it. 
The  Court  can  feed  the  growth  of  our 
liberties  and  the  moral  height  of  our 
Nation,  or  it  can  stunt  them,  starve 
them,  and  deny  them  their  flowering. 

We  sit  in  judgment  of  a  nominee 
who.  while  he  serves  today,  would  ac- 
quire greater  power  and  greater  stat- 
ure, if  confirmed  as  Chief  Justice.  He 
would  have  greater  power  to  shape 
consensus  and  to  cast  the  direction 
that  lower  courts  must  follow.  He 
would  serve  as  a  symbol  of  American 
justice— a  symbol  of  its  achievements 
and  a  symbol  of  its  failures. 

We  have  a  duty  to  exercise  judg- 
ment. We  have  a  duty  to  decide  for 
ourselves.  Is  this  the  person  the 
Nation  needs? 

Mr.  President.  I  am  not  a  lawyer. 
But.  that's  my  view  of  our  role.  It  con- 
forms with  the  intent  of  the  framers 


of  the  Constitution.  It  is  upheld  by 
history. 

QUESTIONS  OF  INTEGRITY 

This  Senate  must  hold  this  nominee 
up  to  the  highest  standards  of  integri- 
ty. There  must  be  no  doubts.  There 
must  be  no  questions. 

But,  Mr.  President,  questions 
abound.  Doubts  are  raised.  There  are 
questions  of  credibility  and  doubts 
about  ethical  responsibility. 

Mr.  President,  people  change.  They 
grow.  I  can  accept  that.  Our  law  has 
grown  over  the  last  30  years.  I  can 
accept  the  fact  that  a  person  may 
have  grown  with  it.  That,  in  the  past, 
he  held  views  that  would  have  been  re- 
spectable in  many  quarters  then,  but 
would  be  untenable  in  most  quarters 
today. 

But  Justice  Rehnquist  does  not 
present  such  a  picture  of  growth. 
Rather,  he  denies  that  he  held  now-re- 
jected views.  His  denials  are  unbeliev- 
able. They're  are  unbelievable  in  the 
light  of  evidence.  They're  unbelievable 
in  the  light  of  the  views  that  Justice 
Rehnquist  has  expressed  over  the 
years.  And  they  raise  profound  ques- 
tions about  his  credibility,  his  integri- 
ty, and  his  suitability  to  become  Chief 
Justice. 

As  a  young  man,  serving  as  a  clerk  to 
Justice  Jackson,  Justice  Rehnquist 
argued  for  keeping  the  rule  of  sepa- 
rate but  equal.  Justice  Rehnquist 
claims  that  he  did  so  not  as  a  state- 
ment of  his  own  views.  He  did  so  at 
the  request  of  Justice  Jackson,  who 
was  seeking  both  sides  of  the  argu- 
ment. 

The  issue  is  not  opposition,  well  over 
30  years  ago.  to  what  would  be  the 
result  in  Brown  versus  Board  of  Edu- 
cation. While  I  would  reject  such  op- 
position, I  could  accept  that  someone 
might  have  opposed  the  decision  then, 
if  that  person  accepts  the  decision 
now. 

But,  Justice  Rehnquist  denies  that 
his  memo  reflected  his  views.  That's 
hard  to  believe.  His  memo  reads,  "I 
have  been  excoriated  by  liberal  col- 
leagues, but  I  think  Plessy  versus  Fer- 
guson was  right  and  should  be  reaf- 
firmed." He  says  "I  think".  "I  have 
been  excoriated."  This  doesn't  sound 
like  the  memo  prepared  to  reflect  an- 
other view. 

Justice  Jackson's  secretary  today  re- 
futes Justice  Rehnquist.  So  does  Jus- 
tice Rehnquist's  co-clerk  at  the  time. 

Indeed,  it  is  Justce  Rehnquist's  own 
opinions,  his  own  views,  as  expressed 
over  the  years  following  his  clerkship, 
that  make  it  much  more  believable 
that  the  memo  expressed  Justice 
Rehnquist's  views.  The  memo  ex- 
pressed the  views  of  a  man  who  would 
later  propose  a  constitutional  amend- 
ment to  strip  the  court  of  power  to  en- 
force Brown  versus  Board  of  Educa- 
tion. A  man  who  would  give  Brown  a 
narrow  and  cramped  reading. 


Mr.  President,  I  could  accept  some- 
one who  said  I  thought  separate  but 
equal  was  right,  but  in  retrospect.  I 
was  wrong.  But.  Justice  Rehnquist 
does  not  show  us  to  be  a  man  of 
growth.  He  instead  raises  doubts  about 
his  integrity  and  credibility. 

Similar  doubts  about  the  Justice's 
credibility  are  raised  by  his  explana- 
tion of  the  terms  of  deeds  on  his 
homes.  These  were  terms  that  restrict- 
ed the  sale  of  his  homes  on  racial  and 
religious  grounds. 

The  deed  on  his  Vermont  home  read 
that  it  could  not  be  "leased  or  sold  to 
any  member  of  the  Hebrew  race." 

"The  Justice  claims  that  he  was  not 
aware  that  his  deed  so  stated.  But.  can 
we  believe  that  a  skilled  lawyer  would 
not  notice  such  a  provision?  We  are 
talking  about  a  purchase  of  a  home 
not  in  1950.  but  1974. 

By  letter.  Justice  Rehnquist  was  spe- 
cifically advised  by  his  attorney  that 
the  deed  was  restrictive.  Justice  Rehn- 
quist replied  that  he  did  not  recall 
being  advised.  How  could  he  forget? 
And  even  if  he  did,  how  could  he 
accept  that  deed  back  then? 

Justice  Rehnquist  is  said  to  have 
personally  challenged,  accosted,  and 
questioned  would-be  black  voters  in 
Phoenix,  AZ.  This  was  part  of  a  Re- 
publican ballot-security  program.  A 
program  said  to  be  designed  to  intimi- 
date black  voters  from  the  exercise  of 
their  rights.  Justice  Rehnquist  denies 
that  he  had  such  a  role.  But,  several 
witnesses  dispute  the  Justice's  ac- 
count. Questions  remain  about  the 
Justices  actions  then,  and  what  they 
say  about  his  respect  for  voter's  rights. 
Questions  remain  about  his  honesty 
today. 

THE  DUTY  TO  RECUSE  ONESELF 

The  Chief  Justice  must  uphold  the 
highest  standards  of  legal  ethics.  He 
must  uphold  the  standard  for  the 
system  and  the  legal  profession. . 

One  basic  rule  of  judicial  ethics,  is 
that  a  judge  should  not  sit  in  a  case  in 
which  he  has  been  involved;  whose 
facts  and  subject  matter  has  personal 
knowledge  of;  a  case  about  which  he 
has  already  formed  an  opinion. 

The  evidence  shows  that  Justice 
Rehnquist  violated  that  rule.  He  sat 
on  the  Supreme  Court  and  cast  the  de- 
ciding vote,  in  the  case  of  Laird  versus 
Tatum.  That  case  challenged  the  mili- 
tary's program  of  surveillance  of  citi- 
zens. The  Court  said  that  the  plain- 
tiffs had  no  right  to  bring  the  case. 

Mr.  President,  when  he  served  In  the 
Justice  Department,  then  attorney 
Rehnquist  was  head  of  the  office  that 
reviewed  legal  aspects  of  the  surveil- 
lance policy.  The  office  negotiated 
with  the  Army  about  the  details  of  the 
policy.  Negotiations  were  extensive. 
The  office  Mr.  Rehnquist  headed  was 
small.  Mr.  Rehnquist  himself  sent  a 
key  transmittal  memorandum.  It  is 
hard  to  believe  that  government  attor- 
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ney  Rehnquist  did  not  have  knowledge 
of  facts  and  circumstances  that  should 
have  disqualified  Justice  Rehnquist. 

Compounding  this  breach  of  ethics, 
attorney  Rehnquist  testified  about  the 
Laird  versus  Tatum  case  before  the 
U.S.  Senate.  He  testified  about  impor- 
tant facts  involving  the  case.  He  also 
expressed  doubts  about  whether  the 
case  should  be  heard  by  the  courts. 
That  was  the  same  issue  that  eventu- 
ally came  to  the  Supreme  Court. 

A  leading  expert  on  legal  ethics.  Pro- 
fessor Geoffrey  Hazard,  Jr.  of  Yale 
Law  School,  has  written  a  letter  on 
this  matter.  He  has  concluded  that  the 
Justice  violated  rules  of  legal  ethics. 

But,  Mr.  President,  one  does  not 
have  to  be  an  expert  on  legal  ethics,  to 
see  that  it  was  wrong  for  the  Justice  to 
sit.  He  knew  facts  that  the  parties  did 
not  know  and  that  they  could  not  ad- 
dress. He  had  formed  an  opinion  about 
the  case  before  the  parties  had  a 
chance  to  make  their  arguments. 
That's  unfair.  It's  wrong.  And  it  re- 
flects negatively  on  the  suitability  of 
Justice  Rehnquist  to  be  elevated  to 
the  position  of  Chief  Justice. 

Mr.  President,  significant  questions 
have  been  raised  about  the  integrity  of 
Justice  Rehnquist.  About  his  candor. 
About  his  legal  responsibility.  It  is 
enough,  alone,  to  deny  him  elevation 
to  the  highest  judicial  post  in  the 
land?  Perhaps.  But,  we  need  not 
decide  that  question. 

HOSTILITY  TO  THE  IDEALS  WE  CHERISH 

Mr.  President,  more  troubling  than 
the  question  about  integrity,  credibil- 
ity, and  ethical  responsibility,  is  the 
nominee's  consistent  hostility  to  the 
rights  and  ideals  we  cherish.  Justice 
Rehnquist  has  tried  to  impose  a 
cramped  and  arthritic  view  of  rights 
.  .  .  rights  that  should  flex  and  bend 
and  reach  out  to  embrace  those  left 
out.  For  this  reason,  he  should  be 
denied  the  post  of  Chief  Justice. 

Equal  protection  of  the  law  is  not 
just  a  guarantee  of  the  Constitution. 
It  is  an  ideal.  It  is  a  goal  of  our  Nation. 
To  promote  equality.  To  raise  up  those 
kept  down:  racial  minorities,  women, 
the  handicapped.  To  give  them  an 
equal  chance  to  live  a  good  life. 

Justice  Rehnquist  would  deny  these 
people  all  but  the  stingiest  protection. 
But.  thankfully,  he  has  often  been 
alone.  He  has  stood  on  the  fringes  of 
the  Court.  He  has  been  pushed  into 
dissent  from  rulings  to  expand  civil 
rights,  to  bar  bias  as  minorities,  to 
uphold  the  rights  of  individuals. 

Mr.  President,  that  is  where  Mr. 
Rehnquist  should  stay.  He  should  not 
rise  to  the  top  and  center  of  the  Court. 
n6  one  so  extreme,  so  out  of  touch 
with  the  mainstream  of  thought, 
should  become  the  symbol  of  Justice 
in  our  Nation. 

Rather  than  unite  the  Court  and 
unite  the  Nation,  he  would  divide  it. 
Rather  than  build  a  consensus  for  ex- 


panding rights  and  liberty,  he  would 
fracture  it. 

This  nominee  would  close  the  door 
to  justice.  The  Courts  of  our  Nation 
stand  as  a  check  against  the  tyranny 
of  the  majority.  It  stands  as  a  defend- 
er of  the  individual.  As  the  protector 
of  the  rights  established  in  the  Consti- 
tution and  our  laws. 

Justice  Rehnquist  would  close  the 
door  to  the  courthouse.  He  would  deny 
access  to  the  courts.  In  decision  after 
decision,  he  has  tried  to  deny  standing, 
the  right  to  go  to  court,  to  resolve  dis- 
putes. 

Mr.  President,  there  is  no  right  more 
basic  to  this  Nation's  history,  its 
reason  for  being,  than  the  right  of  free 
exercise  of  religion,  and  the  proviso 
that  the  State  shall  not  establish  reli- 
gion. This  Nation  was  founded  by 
people  seeking  to  escape  religious  in- 
tolerance. 

The  separation  of  church  and  State 
is  basic  to  the  fabric  of  this  Nation. 
Guarding  against  Government  spon- 
sorship of  religion  is  as  important  as 
guarding  the  right  of  free  exercise. 

But,  Justice  Rehnquist  would  dis- 
agree. Time  after  time,  he  has  depart- 
ed from  the  court  majority,  to  uphold 
laws  said  to  sponsor  religion. 

Had  Justice  Rehnquist  spoken  for 
the  Court,  for  the  Nation,  each  time 
has  spoken  in  dissent,  our  laws  would 
be  different  laws;  our  rights  would  be 
lesser  rights;  and  our  Nation  would  be 
a  poorer  nation. 

Racial  segregation  would  prevail. 
Women  would  suffer  second  class  citi- 
zenship. The  wall  between  church  and 
State  would  have  crumbled.  The  rights 
of  the  individual  would  suffer  at  the 
hands  of  the  State.  The  door  to  the 
courthouse  would  be  closed. 

This  is  what  Justice  Rehnquist  has 
stood  for.  This  is  what  he  would  stand 
for,  as  the  chief  of  the  courts,  the 
guardians  of  the  Constitution  and  the 
laws  of  the  Nation. 

He  would  stand  as  a  symbol  not  of 
our  aspirations,  but  of  our  failures.  He 
would  stand  for  rigid,  unyielding  view 
of  rights,  when  the  hallmark  of  our 
Constitution  and  our  system  of  laws 
has  been  its  flexibility,  its  vitality,  its 
ability  to  adapt  to  changing  times  and 
expanding  conceptions  of  liberty. 

I  cannot  support  this  nominee  for 
Chief  Justice.  He  fails  to  meet  the 
highest  standards  of  integrity.  But 
more  important,  in  fact  decisive,  he 
fails  to  meet  the  highest  standards  of 
fidelity  to  the  ideas  of  freedom  and 
equality  that  we  hold  so  dear. 

Mr.  HECHT.  Mr.  President,  I  rise 
today  to  speak  in  support  of  the  nomi- 
nation of  William  Rehnquist  to  be 
Chief  Justice  of  the  U.S.  Supreme 
Court. 

Justice  Rehnquist  is  a  man  blessed 
as  both  a  learned  scholar  and  an  ac- 
complished attorney.  More  important- 
ly, however.  Mr.  President,  the  Justice 
has  a  long  and  distinguished  career  of 


government  service.  As  former  Presi- 
dent Richard  Nixon  so  aptly  noted  in 
his  speech  nominating  Mr.  Rehnquist 
to  the  Supreme  Court;  Mr.  Rehnquist 
was  "awarded  one  of  the  highest 
honors  a  law  graduate  can  achieve." 
when,  shortly  after  completion  of  law 
school,  he  was  given  the  position  of 
clerk  to  Supreme  Court  Justice  Robert 
H.  Jackson. 

Subsequent  to  this  clerkship.  Mr. 
Rehnquist  was  appointed  during  the 
Nixon  administration  to  head  the  Jus- 
tice Department's  office  of  legal  coun- 
sel as  an  Assistant  Attorney  General— 
an  important  public  policy  position.  In 
this  capacity  Mr.  Rehnquist  reviewed 
the  legality  of  all  presidential  execu- 
tive orders  and  other  constitutional 
law  questions  of  the  executive  branch. 
He  also  frequently  testified  before 
congressional  committees  in  support 
of  that  administration's  policies.  In 
fact,  so  well  reasoned  and  articulate 
were  his  congressional  presentations 
that  even  many  liberal  Members  of 
Congress  applauded  his  abilities. 

Mr.  Rehnquist  was  next  nominated 
as  a  Justice  on  the  Supreme  Court 
where  his  tenure  has  been  equally  im- 
pressive. After  15  years  and  hundreds 
of  cases  on  the  Court,  the  Justice  has 
clearly  established  his  stance  as  to  the 
Court's  role— one  of  judicial  restraint. 
Justice  Rehnquist  believes  that  the 
Court  should  exercise  its  powers  with 
deference  to  its  partners  in  the  Feder- 
al system— Congress,  the  President, 
and  the  States— a  philosophy  with 
which  I  concur. 

Mr.  President,  the  present  contro- 
versy over  the  nomination  of  Justice 
Rehnquist  seems  not  to  concern  his 
immaculate  record,  but  rather  the  fact 
that  he  is  a  conservative  and  a  strong 
supporter  of  Reagan  administration 
policies.  The  campaign  in  opposition 
to  this  nomination  is  being  conducted 
primarily  by  those  who.  quite  simply, 
do  not  agree  with  Justice  Rehnquist's 
political  disposition.  And  this  effort 
will  be.  I  am  confident,  an  unsuccess- 
ful attempt  to  derail  the  nomination 
of  someone  who  has  faithfully  served 
the  Court  for  the  past  15  years. 

In  closing,  Mr.  President,  I  would 
like  to  remind  my  colleagues  that  the 
American  Bar  Association  gave  Justice 
Rehnquist  its  highest  rating  when 
evaluating  his  qualifications  for  the 
position  Chief  Justice.  I  am  of  the 
opinion  that  Associate  Justice  Rehn- 
quist will  make  an  excellent  Chief  Jus- 
tice. Accordingly,  I  wholeheartedly 
support  his  nomination  and  urge  my 
colleagues  to  do  the  same. 

Mr.  DIXON.  Mr.  President,  shortly, 
we  will  be  asked  to  advise  and  consent 
to  the  nomination  of  Mr.  Justice 
Rehnquist  to  be  Chief  Justice  of  the 
Supreme  Court  of  the  United  States. 

This  is  a  particularly  challenging  ob- 
ligation of  each  Senator,  because  once 
confirmed,  the  Chief  Justice  serves  for 
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life,  pending  good  behavior,  and  close- 
ly touches  all  aspects  of  our  national 
experience. 

I  want  to  say,  Mr.  President,  that  I 
take  this  solemn  duty  most  seriously, 
and  regard  it  as  a  sacred  trust. 

In  a  moment,  I  will  review  the  pros 
and  cons  of  Mr.  Justice  Rehnquist,  as 
I  view  him,  but  first  I  would  like  to  set 
forth  my  own  interpretation  of  the 
correct  and  proper  discharge  of  my  re- 
sponsibility as  a  Senator  regarding 
this  appointment. 

I  believe  that  a  Senator  should  re- 
quire the  following  attributes  in  a 
nominee  to  a  high  Federal  post,  and 
particularly  the  Supreme  Bench: 

First.  Great  intellectual  capacity. 

Second.  The  kind  of  background  and 
training  that  appropriately  prepares 
the  nominee  for  the  post  to  which  he 
or  she  is  recommended. 

Third.  Personal  integrity  and  a  good 
reputation. 

I  will  return  to  these  criteria  after  I 
have  briefly  examined  some  of  Justice 
Rehnquist's  qualifications.  I  will  also 
deal  with  a  series  of  charges  leveled 
against  Mr.  Rehnquist  during  his  con- 
firmation hearing  in  the  Senate  Jusi- 
ciary  Committee. 

Mr.  FYesident,  the  American  Bar  As- 
sociation has  examined  these  qualifi- 
cations. If  I  may  quote  briefly  from 
the  Bar  Association's  report.  It  reads: 

The  committee  unanimously  has  found 
that  Justice  Rehnquist  meets  the  highest 
standards  of  professional  competence,  judi- 
cial temperament  and  integrity,  is  among 
the  best  available  for  appointment  as  Chief 
'  Justice  of  the  United  States,  and  is  entitled 
to  the  committee's  highest  evaluation  *  *  * 
well  qualified. 

The  Bar  Association  continues: 

Members  of  the  Judiciary  who  know  him 
describe  Justice  Rehnquist  as  a  true  scholar, 
colleBial,  genial  and  low  key  *  *  •  unbeliev- 
ably brilliant  •  *  *  a  very  capable  individual 
in  every  respect. 

Finally,  the  American  Bar  Associa- 
tion examined  approximately  200  of 
Justice  Rehnquist  opinions,  and  con- 
cluded that  his  legal  abilities  are  of 
the  "highest  quality." 

Mr.  President,  in  addition  to  weigh- 
ing the  recommendations  of  the  Amer- 
ican Bar  Association,  the  Judiciary 
Committee  examined  some  charges 
against  Justice  Rehnquist. 

A  major  matter  in  the  committee 
was  the  alleged  involvement  of  the 
nominee  in  aggressive  vote  challenges 
in  Arizona  20  years  ago.  Mr.  Rehn- 
quist admits  election  involvement,  but 
essentially  denies  partisan  excessive- 
ness.  As  a  participant  in  the  elective 
process  for  a  good  many  years,  I  must 
first  observe  that  there  is  nothing  at 
all  unusual  in  election  challenges.  This 
is  a  customary  and  longstanding  prac- 
tice in  Illinois  politics,  and  has  been 
employed  by  many  members  of  both 
political  parties  in  my  State.  It  is 
nothing  new,  Mr.  President.  I  would 
also  suggest  that  the  facts  of  the  Ari- 
zona case  are  in  serious  dispute.  The 


Democratic  chairman  in  Maricopa 
County,  AZ,  at  the  time  of  the  alleged 
election  challenges  was  Judge  Vincent 
Maggiore.  The  judge  informed  the 
Senate  Judiciary  Committee,  and  I 
quote: 

At  no  time  did  anybody  come  to  me  and 
state  that  Justice  Rehnquist  had  committed 
any  of  the  acts  that  I  have  heard  for  the 
last  2  or  3  days.  *  *  •  I  was  the  party  leader, 
and,  for  sure,  all  of  these  things  should 
have  come  to  me. 

Page  12  of  the  Judiciary  Commit- 
tee's report  states  plainly: 

Justice  Rehnquist  *  *  *  did  not  participate 
in  any  vote  challenging  or  harassment. 

Mr.  President,  some  contend  that 
Mr.  Rehnquist  has  peculiar  "memory 
failure"  in  this  phase  of  his  life,  but  is 
that  peculiar? 

Twenty  years  ago,  I  was  a  party 
leader  in  the  Illinois  State  Senate.  I 
remember  that  phase  of  my  life  with 
great  joy  and  satisfaction  and  I  can 
recall  all  of  the  good  fights,  and  the 
major  issues  of  that  time.  But  I  cannot 
recall  every  detail  of  that  period  with 
great  exactness,  and  I  would  not 
expect  another  busy  individual  like 
Mr.  Rehnquist  to  have  perfect  recall 
either. 

Frankly,  I  would  not  refuse  this 
high  office  to  Mr.  Rehnquist  on  the 
basis  of  a  25-year-old  historical  experi- 
ence in  substantial  dispute. 

Mr.  President,  the  matter  of  the  re- 
strictive covenants  in  the  deeds  has 
been  troublesome  to  many  of  us,  but, 
clearly,  it  is  a  situation  that  is 
common  to  a  good  many  substantial 
people  in  public  service.  I  do  not  find 
it  particularly  difficult  to  believe  that 
Justice  Rehnquist  was  unable  to  im- 
mediately recall  a  letter  from  his  at- 
torney describing  the  title  on  a  Ver- 
mont property.  That  letter  included  a 
reference  to  the  restrictive  covenant. 
Mr.  Rehnquist  immediately  took  steps 
to  remove  the  covenant,  and  informed 
the  committee  of  his  actions.  Mr. 
President,  certainly  this  issue  ought 
not  to  disqualify  the  nominee. 

On  the  matter  of  the  Cornell  Family 
Trust,  I  believe  allegations  that  Jus- 
tice Rehnquist  somehow  acted  improp- 
erly are  without  substance.  I  am  a 
lawyer,  Mr.  President.  Lawyers  draw 
up  trusts  all  the  time.  Mr.  Rehnquist 
drew  one  up  for  the  benefit  of  his 
brother-in-law,  at  the  request  of  his 
father-in-law,  who  also  asked  that  the 
existence  of  the  trust  be  kept  secret. 
On  the  ba^is  of  the  information  I 
have,  Mr.  President,  I  do  not  believe  I 
can  withhold  my  vote  on  this  account. 

Also  at  issue  before  this  body  today 
is  the  propriety  of  Justice  Rehnquist's 
decision  against  recusing  himself  from 
Supreme  Court  consideration  of  the 
case.  Laird  versus  Tatum.  In  consider- 
ing this  matter,  I  examined  the  stat- 
ute which  must  govern  a  decision  of 
this  type.  I  also  read  Mr.  Geoffrey 
Hazard,  Jr.'s  letter  to  the  Judiciary 


Committee,  and  examined  the  great 
variety  of  testimony  available. 

Mr.  President,  I  find  this  case 
against  Justice  Rehnquist  to  be  cir- 
cumstantial. By  this  I  mean  that  I 
have  not  seen  substantial,  direct  evi- 
dence which  involves  William  Rehn- 
quist specifically  in  the  formulation  of 
the  Office  of  Legal  Counsel's  surveil- 
lance policy. 

Lacking  definitive  evidence.  I  believe 
the  Senate  must  take  Justice  Rehn- 
quist at  his  word.  As  he  testified 
before  the  Senate  Judiciary  Commit- 
tee: 

I  conclude  that  the  applicable  statute  does 
not  warrant  my  disqualification  in  this  case. 
Having  so  said,  I  would  certainly  concede 
that  fair-minded  judges  might  disagree 
about  the  matter. 

Mr.  President,  the  most  serious  defi- 
ciency in  this  nominee,  so  far  as  this 
Senator  is  concerned,  is  his  failure  to 
be  more  forthcoming  and  helpful  in 
advancing  the  cause  of  civil  rights  in 
this  country,  both  in  his  private  life, 
and  in  his  service  of  15  /ears  on  the 
Supreme  Court. 

In  this  connection,  he  falls  far  short 
of  the  minimum  standsu-d  I  would 
demand  in  a  nominee.  I  would  demand 
a  greater  commitment  to  individual 
quality  and  opportunity  for  minorities 
in  our  country.  I'  would  demand  a 
greater  sensitivity  to  civil  liberties.  My 
candidate  for  this  post  would  advocate 
a  judicial  and  political  philosophy  far 
different  than  that  of  Justice  Rehn- 
quist. But,  here,  I  should  observe— he 
is  the  President's  nominee,  not  mine. 

The  President  has  made  it  clear  that 
he  wants  a  strict  constructionist,  and  a 
certified  conservative,  as  Chief  Justice 
of  the  U.S.  Supreme  Court.  President 
Reagan  carried  49  of  the  50  States  in 
this  country  and  enjoys  a  staggeringly 
high  approval  rating  nationally. 

The  President  is  entitled  to  a  Chief 
Justice  of  his  choice.  It  comes  as  no 
surprise  to  this  Senator  that  President 
Reagan  has  chosen  for  the  post  of 
Chief  Justice  one  who  shares  his  phil- 
osophical attitudes.  Opposing  the  po- 
litical or  judicial  philosophy  of  a  Presi- 
dent's nominee  is  not,  in  my  view,  gen- 
erally a  basis  for  a  vote  against  that 
nominee. 

I  do  not  agree  with,  nor  do  I  con- 
done, Mr.  Rehnquist's  views.  I  do, 
however,  suggest  the  following: 

First,  the  President  is  entitled  to  a 
Chief  Justice  who  shares  his  views; 
and 

Second,  if  we  rejected  Mr.  Rehnquist 
on  philosophical  grounds,  the  Presi- 
dent would  send  us  another  nominee 
of  exactly  the  same  persuasion  who 
would  probably  not  be  as  well  quali- 
fied as  Mr.  Rehnquist. 

Why  do  I  say  that? 

Because  I  set  forth  three  criteria  in 
my  opening  remarks,  and,  in  my  mind. 
Mr.  Rehnquist  more  than  meets  them. 
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First,  he  is  exceedingly  bright— he 
meets  the  test  on  intellectual  capacity; 

Second,  he  is  a  respected  member  of 
the  Supreme  Court— he  meets  the  re- 
quirements regarding  background  and 
training:  and 

Third,  despite  an  extensive  and  thor- 
ough hearing,  no  substantial  evidence 
has  developed  destroying  his  reputa- 
tion, or  disqualifying  his  character. 

Mr.  President.  I  voted  against  Dan 
Manion  because  he  lacked  intellectual 
capacity,  and  is  an  inferior  writer.  He 
was  not  fit  for  the  Seventh  Circuit 
Court  of  Appeals  in  Chicago.  I  also  dis- 
agreed significantly  with  his  political 
philosophy. 

Mr.  President,  I  likewise  disagree 
with  Mr.  Rehnquist's  philosophy,  but 
I  will  vote  for  him  because  he  is  quali- 
fied for  the  post.  When  the  question  is 
put:  "Will  the  Senate  advise  and  con- 
sent to  the  nomination  of  William 
Rehnquist  to  be  Chief  Justice  of  the 
U.S.  Supreme  Court?"— this  Senator 
will  vote  "aye." 

Mr.  DOLE.  Mr.  President,  the 
Senate  now  begins  its  final  debate  on 
the  nomination  of  William  H.  Rehn- 
quist to  be  Chief  Justice.  Since  I  have 
already  spoken  at  length  previously,  I 
will  not  take  more  time  now  except  to 
highlight  briefly  the  reasons  why  I 
shall  vote  to  confirm  Justice  Rehn- 
quist; and  will  do  so  with  a  firm  con- 
viction that  the  President  has  acted 
wisely  in  submitting  this  nominee  to 
us  for  our  advice  and  consent. 

I  shall  be  brief  also,  because  the 
Senate  has  already  spent  the  better 
part  of  a  week  on  this  nomination, 
often  going  over  the  same  few  argu- 
ments endlessly.  I  remind  the  Senate 
that  this  is  the  third  time  we  have 
been  asked  to  confirm  Justice  Rehn- 
quist. He  was  approved  as  an  Assistant 
Attorney  General  in  1969.  He  was  con- 
firmed as  an  Associate  Justice  of  the 
Supreme  Court  in  1971.  The  Commit- 
tee on  the  Judiciary  held  4  days  of 
hearings,  receiving  testimony  from 
more  than  40  witnesses  over  40  hours. 
Even  the  most  die  hard  opponent  must 
concede  that  the  Senate  has  given  the 
most  careful  attention  to  this  nomi- 
nee. Chairman  Thurmond  certainly  ac- 
commodated opponents  during  the 
committee  process:  this  Senator  also 
has  made  every  attempt  to  accommo- 
date opponents.  Only  with  great  reluc- 
tance was  a  petition  for  cloture  filed 
last  Monday  evening.  Even  then,  up 
until  the  last  moment,  I  felt  we  would 
be  able  to  avoid  cloture— at  least  that 
was  my  impression.  But  it  did  not 
happen. 

Mr.  President,  it  is  unquestioned 
that  Justice  Rehnquist  brings  a 
unique  set  of  credentials  to  the  Senate 
for  review.  His  15  years  of  service  on 
the  High  Court  has  simply  been  a 
model  for  justices  and  judges  every- 
where to  follow.  He  has  been  prolific 
and  productive.  He  has  authored  more 
than     230    majority    opinions— more 


than  any  of  his  colleagues  during  that 
period.  He  has  also  been  a  frequent 
dissenter— more  than  80.  This  is  the 
third  highest  number  among  those 
currently  on  the  Court. 

He  has  unequalled  experience,  and 
has  the  temperament  and  coUegiality 
necessary  to  provide  effective  leader- 
ship on  the  Court.  His  academic  cre- 
dentials are  the  best:  He  was  first  in 
his  class  at  Stanford  law  school;  he 
has  a  master's  degree  in  history  from 
Harvard:  he  had  highest  honors  at 
Stanford  in  his  undergraduate  studies. 

He  was  found  to  be  well  qualified  by 
the  American  Bar  Association— the 
highest  rating  to  be  given.  And  this 
rating  was  bestowed  after  in-depth 
interviews  with  all  other  members  of 
the  Supreme  Court,  and  literally  hun- 
dreds of  judges,  scholars  and  lawyers 
throughout  the  country. 

What  more  can  we  ask? 

Mr.  President,  the  critics  of  this 
nominee  have  raised  a  number  of  ob- 
jections to  confirmation.  In  my  view, 
they  do  not  present  a  strong  enough 
case  to  warrant  a  negative  vote.  Since 
I  have  already  set  forth  my  analysis  of 
these  objections,  I  will  not  again  be- 
labor these  points,  except  for  a  few 
brief  observations. 

First,  it  is  said  that  he  is  an  extrem- 
ist—often dissenting  from  his  col- 
leagues. Yet  he  seems  to  reflect  the 
views  of  a  majority  of  his  court  col- 
leagues more  often  than  any  other 
Justice.  He  certainly  has  the  confi- 
dence of  the  President,  who  in  turn, 
received  an  overwhelming  mandate 
from  the  electorate  in  1980.  and  again 
in  1984.  If  that  is  extremism,  then  the 
majority  of  the  American  people  fit 
into  that  same  mold. 

It  is  said  that  his  views  on  school  de- 
segregation are  exteme— a  throwback 
to  Plessey  versus  Fergusen  and  its  ab- 
horrent separate  but  equal  doctrine. 
But  as  evidence  of  this  argument,  a  34- 
year  old  law  clerk's  memo  is  cited.  At 
the  same  time.  34  opinions  of  the  Su- 
preme Court  in  the  past  15  years,  in 
which  Justice  Rehnquist  either  au- 
thored or  joined  with  the  majority,  to 
uphold  the  landmark  Brown  versus 
the  Board,  are  ignored.  To  me,  that  is 
the  best  evidence  upon  which  to  weigh 
this  argument. 

Charges  have  been  made  that  Mr. 
Rehnquist  engaged  in  partisan  voter 
intimidation  tactics  in  his  time  as  a 
practicing  lawyer  in  Phoenix  in  the 
early  1960's.  Yet  these  charges  were 
made  by  a  group  of  avowed  Democrat- 
ic partisans,  and  denied  by  a  group  of 
partisan  Republicans— and  including 
some  former  local  Democratic  Party 
officials:  And  we  have  the  repeated 
flat  denials  of  intimidation  by  the 
nominee  himself.  To  me,  after  all  this 
passage  of  time,  and  the  belated 
nature  of  much  of  the  accusatory  ma- 
terial, again  the  argument  must  favor 
the  nominee. 


Attempts  have  also  been  made  to 
discredit  the  nominee  because  of  the 
racial  restrictive  covenants  contained 
in  the  deeds  of  two  of  the  properties 
which  the  Justice  acquired.  To  me, 
this  is  by  far  the  weakest  opposition 
argument.  These  repugnant  provisions 
are  littered  across  the  land  in  record 
books  of  every  courthouse  in  the  coun- 
try. Since  1948,  they  are  utterly  unin- 
forcible.  in  the  wake  of  the  Supreme 
Court  decision  in  Shelley  versus 
Kraemer.  But  the  opponents  somehow 
try  to  translate  these  relics  into  the 
present  state  of  mind  of  the  nominee. 
This  is  simply  sophistry  and  nothing 
more. 

The  opposition  argument  that  has 
the  most  merit,  and  indeed  was  a  close 
question,  as  the  nominee  himself  con- 
ceded, was  the  decision  of  Justice 
Rehnquist  to  participate  in  the  case  of 
Laird  versus  Tatum.  This  case  involved 
the  1970  May-day  demonstrations  and 
disturbances.  While  serving  as  Assist- 
ant Attorney  General  at  the  time,  he 
prepared  memoranda  and  was  other- 
wise involved  in  the  Nixon  administra- 
tion response  to  the  situation.  I  am 
satisfied  that  the  code  of  judicial 
ethics  that  applied  at  the  time  did  not 
preclude  his  participation  in  the  subse- 
quent high  court  proceedings.  Again,  I 
say  it  was  a  close  call,  but  not  of  a  suf- 
ficient stature  to  persuade  me  that 
this  was  a  fatal  error. 

Attempts  have  been  made  to  allege  a 
serious  breach  of  legal  ethics  by  Attor- 
ney Rehnquist  in  the  handling  of  a 
family  trust  for  the  brother  of  his 
wife.  To  me,  this  is  the  sorriest  aspect 
of  this  whole  proceeding.  It  was  an  in- 
ternal family  matter.  All  other  mem- 
bers of  the  family  have  specifically 
denied  the  brother's  charges.  An  inves- 
tigation by  the  FBI  affirmed  their  de- 
nials. Yet  critics  persist— as  if  Mr. 
Rehnquist  actively  participated  in 
some  scheme  to  deceive  a  helpless  in- 
valid. Nothing  could  be  further  from 
the  truth.  Frankly,  Mr.  President, 
these  charges  have  not  added  to  the 
dignity  of  this  institution.  It  is  most 
regrettable  they  have  seen  the  light  of 
day. 

In  conclusion.  Mr.  President,  I  shall 
vote  to  confirm  Justice  Rehnquist  as 
the  16th  Chief  Justice  of  the  United 
States.  And  I  shall  do  so  with  a  firm 
conviction  that  the  Nation,  and  the 
American  people,  will  be  well  served. 
He  will  be  a  creative  and  congenial 
leader.  He  will  build  a  Federal  judici- 
ary that  will  be  equipped  to  deal  with 
the  immense  and  complex  legal  busi- 
ness that  will  arise  in  the  coming 
years.  I  have  every  confidence  that  he 
will  be  fair  and  just.  He  will  get  my 
vote. 

The  PRESIDING  OFFICER.  Is 
there  further  debate? 

Mr.  DOLE.  Mr.  President,  there  is 
no  further  debate,  but  I  hope  we  are 
now  in  the  position  to  vote. 
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Mr.  President,  I  ask  for  the  yeas  and 
nays. 

The     PRESIDING     OFFICER.     Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 
The  yeas  and  nays  were  ordered. 
Mr.  DOLE  addressed  the  Chair. 
The    PRESIDING    OFFICER.    The 
majority  leader. 

Mr.  DOLE.  Let  me  announce  that  I 
think  we  want  to  give  a  little  warning 
to  Members  who  may  be  scattered 
about.  We  are  about  to  vote  on  the 
Rehnquist  nomination. 

Following  the  vote  on  the  Rehnquist 
nomination,  we  will  take  up  the  Scalia 
nomination.  I  do  not  believe  that  will 
take  any  great  deal  of  time.  There  will 
be  a  rollcall  vote  on  that  yet  this 
evening.  Then  we  will  either  go  back 
to  product  liability,  or  to  reconcilia- 
tion. It  is  a  20-hour  time  agreement  on 
reconciliation.  That  should  be  of  some 
encouragement.  But  we  will  not  try  to 
finish  it  this  evening. 

So  let  me  just  suggest  the  absence  of 
a  quorum  for  a  minute  or  two. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

There  being  no  further  debate,  the 
question  is.  Will  the  Senate  advise  and 
consent  to  the  nomination  of  William 
Rehnquist,  of  Virginia,  to  be  Chief 
Justice  of  the  United  States  of  Amer- 
ica? 

On  this  question,  the  yeas  and  nays 
have  been  ordered,  and  the  clerk  will 
call  the  roll. 
The  legislative  clerk  called  the  roll. 
Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  and 
the  Senator  from  Arizona  [Mr.  Gold- 
water]  are  necessarily  absent. 

I  further  announce  that,  if  present 
and  voting,  the  Senator  from  Utah 
[Mr.  Garn]  would  vote  "yea." 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber who  desire  to  vote? 

The  result  was  announced— yeas  65, 
nays  33,  as  follows: 

[Rollcall  Vote  No.  266  Ex.] 


Specter 
Stafford 
Stennis 
Stevens 


Baucus 

Biden 

Bingaman 

Bradley 

Burdick 

Byrd 

Cranston 

Dodd 

Eagleton 

Exon 

Glenn 


Abdnor 

Andrews 

Armstrong 

Bentsen 

Boren 

Boschwitz 

Broyhill 

Bumpers 

Chafee 

Chiles 

Cochran 

Cohen 

D'Amato 

Danforth 

DeConclnl 

Denton 

Dixon 

Dole 


YEAS-65 

Domenici 

Durenberger 

Evans 

Ford 

Gorton 

Gramm 

Grassley 

Hatch 

Hatfield 

Hawkins 

Hecht 

Heflin 

Heinz 

Helms 

HoUings 

Humphrey 

Johnston 

Kassebaum 


Kasten 

Laxalt 

Long 

Lugar 

Haltingly 

McClure 

McConnell 

Murkowski 

Nickles 

Nunn 

Packwood 

Pressler 

Proxmire 

Pryor 

Quayle 

Roth 

Rudman 

Simpson 


Symms 
Thurmond 
Trible 
Wallop 

NAYS-33 

Gore 

Harkin 

Hart 

Inouye 

Kennedy 

Kerry 

Lautenberg 

L«ahy 

Levin 

Mathias 

Matsunaga 


Warner 
Wilson 
Zorinsky 


Melcher 

Metzenbaum 

Mitchell 

Moynihan 

Pell 

Riegle 

Rockefeller 

Sarbanes 

Sasser 

Simon 

Weicker 


NOT  VOTING— 2 

Garn  Goldwater 

So  the  nomination  was  confirmed. 

D  2150 

Mr.  THURMOND.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  nomination  was  confirmed. 

Mr.  DOLE.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  BIDEN.  Mr.  President,  I  con- 
gratulate the  Senator  from  South 
Carolina  and  the  supporters  of  Justice 
Rehnquist.  I  hope  that  all  that  some 
of  us  fear  of  him  does  not  come  to  fru- 
ition. I  wish  him  well  on  the  Court. 

I  am  anxious  to  get  to  our  next  Su- 
preme Court  nominee. 

The  PRESIDING  OFFICER.  The 
Senate  will  come  to  order.  Senators 
are  asked  to  take  their  seats,  and  Sen- 
ators engaged  in  conversations  are 
asked  to  retire  to  the  cloakroom. 


THE  JUDICIARY 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate 
proceed  to  the  nomination  of  Antonin 
Scalia  to  be  an  Associate  Justice  of  the 
Supreme  Court  of  the  United  States. 

The  PRESIDING  OFFICER.  The 
nomination  will  be  stated. 

The  assistant  legislative  clerk  read 
the  nomination  of  Antonin  Scalia,  of 
Virginia,  to  be  an  Associate  Justice  of 
the  Supreme  Court  of  the  United 
States. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  present  consid- 
eration of  the  nomination? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  nomination. 

Mr.  STENNIS.  Mr.  President,  may 
we  have  order? 

The  PRESIDING  OFFICER.  That  is 
an  appropriate  request.  The  Senate  is 
not  in  order.  The  Senate  will  be  in 
order.  The  hour  is  late,  and  the  matter 
before  us  is  important.  Senators  are 
asked  to  be  in  order.  Those  Senators 
who  wish  to  confer  are  asked  to  retire 
to  the  Cloakroom.  Those  Senators  am- 
bling about  the  Chamber  are  asked  to 
take  their  seats  or  retire  to  the  cloak- 
room. Staff  members  on  the  Republi- 
can side  and  the  Democratic  side  are 
asked  to  be  silent. 


Mr.  THURMOND.  Mr.  President.  I 
rise  today  to  voice  my  strong  support 
for  President  Reagan's  nomination  of 
Judge  Antonin  Scalia  to  be  Associate 
Justice  of  the  U.S.  Supreme  Court. 
Judge  Scalia  is  eminently  qualified.  In 
1957,  Judge  Scalia  graduated  summa 
cum  laude  and  No.  1  in  his  class  from 
Georgetown  University.  In  1960,  he 
graduated  magna  cum  laude  from  Har- 
vard law  School.  While  at  Harvard  he 
was  the  note  editor  of  the  Harvard 
Law  Review  and  a  Sheldon  fellow. 

Judge  Scalia  practiced  law  with  the 
prestigious  firm  of  Jones,  Day,  Cock- 
ley,  &  Reavis  in  Cleveland,  OH,  from 
1961  to  1967.  He  then  embarked  on  a 
career  as  a  law  professor  at  the  Uni- 
versity of  Virginia  Law  School.  In 
1971,  he  was  appointed  general  coun- 
sel of  the  Office  of  Telecommunica- 
tion Policy,  Executive  Office  of  the 
President.  He  was  appointed  Chair- 
man of  the  Administrative  Conference 
of  the  United  States  in  1972.  During 
the  period  1974-77.  he  served  as  the 
Assistant  Attorney  General,  Office  of 
legal  Counsel.  U.S.  Department  of  Jus- 
tice. 

Following  his  Government  service. 
Judge  Scalia  again  returned  to  the 
academic  arena.  In  1977,  he  was  a  pro- 
fessor of  law  at  the  University  of  Chi- 
cago Law  School.  He  was  also  a  visit- 
ing professor  of  law  at  Georgetown 
Law  School,  and  scholar  in  residence 
with  the  American  Enterprise  Insti- 
tute. In  1980  and  1981.  he  was  a  visit- 
ing professor  of  law  at  Stanford  Uni- 
versity Law  School. 

Among  his  many  other  achieve- 
ments. Judge  Scalia  has  served  as  the 
editor  of  Regulation  magazine.  He  was 
chairman  of  the  American  Bar  Asso- 
ciation'is  Section  of  Administrative 
Law,  as  well  as  chairman  of  the  ABA's 
Conference  of  Section  Chairman.  He 
also  served  on  the  board  of  visitors  of 
the  J.  Reuben  Clark  Law  School  of 
Brigham  Young  University. 

In  August  1982,  Judge  Scalia  was 
confirmed  by  the  Senate  for  the  posi- 
tion of  circuit  judge  for  the  U.S.  Court 
of  Appeals  for  the  District  of  Colum- 
bia Circuit.  He  has  served  with  distinc- 
tion in  that  capacity  since  that  time. 

Judge  Scalia's  nomination  to  be  an 
Associate  Justice  of  the  Supreme 
Court  was  received  by  the  Senate  on 
June  24,  1986,  and  was  reported  out  of 
committee  favorably  on  August  14. 
1986,  by  a  unanimous  vote  of  18  yeas. 
The  Committee  on  the  Judiciary  held 
2  days  of  hearings  on  the  nomination. 
The  nominee  was  questioned  by  mem- 
bers of  the  committee  and  testimony 
was  heard  from  25  witnesses. 

A  number  of  very  prominent  individ- 
uals testified  in  support  of  Judge 
Scalia,  including  Carla  Hills,  the 
former  Secretary  of  Housing  and 
Urban  Develoment;  Erwin  Griswold, 
former  Solicitor  General  of  the  United 
States  and  former  dean  of  Harvard 
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Law  School:  Gerhard  Casper,  dean  of 
the  University  of  Chicago  School  of 
Law;  Paul  Verkull.  president  and  pro- 
fessor of  law  at  the  College  of  William 
and  Mary;  and  Lloyd  Cutler,  former 
counsel  to  President  Carter.  Based  on 
personal  experiences  with  Judge 
Scalia,  these  prominent  individuals  all 
gave  him  extremely  high  marks  for 
legal  ability,  writing  skills,  fairness,  in- 
tegrity, and  intellect. 

Representatives  of  the  American 
Bar  Association's  Standing  Committee 
on  Federal  Judiciary  testified  before 
the  Judiciary  Committee  and  stated 
that  Judge  Scalia  was  considered  to  be 
well  qualified  for  the  position  of  Asso- 
ciate Justice  of  the  Supreme  Court. 
This  is  the  highest  rating  given  by  the 
ABA'S  Committee  for  Supreme  Court 
nominees.  The  ABA  representatives 
testified  concerning  the  scope  of  their 
investigation  and  the  results  thereof. 
The  ABA  committee  interviewed  more 
than  340  persons,  of  which  over  200 
were  Federal  and  State  judges.  Those 
who  knew  Judge  Scalia  spoke  enthusi- 
astically of  his  keen  intellect,  his  care- 
ful and  thoughtful  analysis  of  legal 
problems,  and  his  excellent  writing 
ability.  They  also  commented  on  his 
congeniality  and  sense  of  humor.  The 
Scalia  investigation  also  included 
interviews  with  approximately  80  prac- 
ticing lawyers  throughout  the  United 
States.  The  ABA  reports  that  from  the 
standpoint  of  his  intellect  and  compe- 
tence, temperament  and  integrity  he  is 
well  regarded  by  almost  all  of  the 
practicing  attorneys  who  know  him. 
The  ABA  interviewed  more  than  60 
law  school  deans  and  faculty  members 
concerning  Judge  Scalia's  qualifica- 
tions and  he  was  uniformly  praised  for 
his  ability,  writing  skills  and  intellect. 
Judge  Scalia's  opinions  issued  while  on 
the  court  of  appeals  were  examined  by 
the  dean  and  a  number  of  law  school 
professors  from  the  University  of 
Michigan,  as  well  as  by  a  separate 
group  of  practicing  lawyers.  Both  of 
these  groups  praised  his  intellectual 
capacity,  his  clarity  of  expression,  his 
ability  to  analyze  complex  legal  issues, 
as  well  as  his  organizational  skills  and 
articulation  of  ideas. 

The  picture  of  Judge  Scalia  that 
emerges  as  a  result  of  the  Judiciary 
Committee's  investigation  and  hear- 
ings is  that  of  an  individual  who  has  a 
strong  intellectual  capacity  and  is  fair 
and  honest.  One  who  issues  well  rea- 
soned and  well  written  opinions  and 
who  possesses  a  warm  and  friendly 
personality.  An  individual  that  is  not 
only  competent  but  one  that  will  seek 
advise  when  necessary  and  demon- 
strates the  independent  courage  of  his 
convictions  when  appropriate. 

Judge  Scalia  has  an  excellent  record 
of  accomplishments.  He  had  a  distin- 
guished academic  career  as  a  law  pro- 
fessor; he  has  practiced  law  from  the 
perspective  of  both  the  private  sector 
and  as  a  Government  attorney;  and. 


he  has  served  as  a  judge  on  the  U.S. 
Court  of  Appeals.  He  posses  the  neces- 
sary qualities  to  serve  with  distinction 
in  the  position  for  which  he  has  been 
nominated  and  1  urge  my  colleagues  to 
vote  for  confirmation  of  President 
Reagan's  outstanding  selection  of  An- 
tonin  Scalia  to  be  an  Associate  Justice 
of  the  U.S.  Supreme  Court. 
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He  is  well  qualified.  The  American 
Bar  Association  gave  him  the  highest 
rating.  The  Judiciary  Committee  in- 
vestigated him  carefully  as  the  FBI 
did.  There  was  nothing  found  against 
him  in  any  way,  shape,  or  form. 

I  hope  he  could  be  confirmed  unani- 
mously, and  if  the  Members  put  their 
statements  in  the  Record  we  can 
finish  this  in  5  minutes. 

Mr.  BIDEN.  Mr.  President,  as  I 
always  do,  I  will  take  the  advice  of  my 
chairman  and  put  my  statement  in  the 
Record. 

Today  marks  the  final  stage  of  the 
process  to  answer  the  question  "will 
the  Senate  advise  and  consent  to  the 
nomination  of  Antonin  Scalia  to  be  an 
Associate  Justice  of  the  U.S.  Supreme 
Court? "  The  nominee's  record  has 
been  subjected  to  an  extensive  review; 
the  nominee,  and  numerous  witnesses 
both  pro  and  con,  testified  before  the 
Judiciary  Committee;  and  the  commit- 
tee, after  weighing  all  the  evidence, 
has  voted  its  unanimous  recommenda- 
tion that  the  nominee  be  confirmed. 
Now,  it  is  the  responsibility  of  the  full 
Senate  to  consider  this  nomination. 

Much  of  our  attention  during  the 
past  2  months  has  been  focused  on  the 
nomination  of  Associate  Justice  Wil- 
liam Rehnquist  to  the  position  of 
Chief  Justice.  We  should  not,  however, 
allow  our  understandable  concern  with 
the  question  of  who  will  lead  the  co- 
ordinate branch  of  government  dis- 
tract us  from  our  responsibility  in  con- 
sidering the  equally  important  ques- 
tion of  who  will  join  the  institution 
comprised  of  only  nine  men  and 
women  that  is  entrusted  with  the 
guardianship  of  our  constitutional 
heritage. 

When  we  began  the  consideration  of 
this  nomination  I  stated  that  the  cru- 
cial question  for  me  was  whether  the 
nominee  adhered  to  a  judicial  philoso- 
phy that  would  unravel  the  broad 
fabric  of  settled  practice.  Such  a  nomi- 
nee should  be  rejected  because  his  or 
her  presence  on  the  Court  would  se- 
verely disrupt  the  delicate  process  of 
constitutional  adjudication.  While  I 
would  oppose  any  nominee  with  such  a 
rigid  and  potentially  disruptive  philos- 
ophy, the  fact  that  I  may  disagree 
with  the  nominee  about  the  correct 
outcome  of  one  or  another  matter 
within  the  legitimate  parameters  of 
debate  is  not  enough,  by  itself,  to  lead 
this  Senator  to  oppose  a  nomination. 

Nevertheless,  the  particulars  of  a 
nominee's  judicial  philosophy  should 


be  considered  in  determining  whether 
his  or  her  appointment  would  funda- 
mentally alter  the  balance  of  the 
Court.  I  firmly  believe  that  a  diversity 
of  views  from  liberal  to  conservative 
should  be  represented  on  the  bench. 
Such  diversity  contributes  to  the 
American  people's  belief  that  they  can 
get  a  fair  hearing  before  openminded 
judges,  a  belief  that  is  crucial  to  con- 
tinued faith  in  the  judicial  system.  We 
should,  therefore,  proceed  with  ex- 
treme caution  before  approving  the 
nomination  of  any  individual  whose 
appointment  would  fundamentally 
alter,  in  any  direction,  the  balance  of 
the  Court,  because— to  paraphrase 
Justice  Rehnquist— just  as  it  would  be 
wrong  to  have  nine  Justice  Rehn- 
quists,  it  would  also  be  wrong  to  have 
nine  Justice  Brennans  on  the  Court. 

Of  course,  in  addition  to  satisfying 
the  foregoing  requirements,  before  his 
or  her  nomination  should  be  favorably 
considered  a  nominee  to  the  High 
Court  must  possess  the  professional 
excellence  and  integrity  we  have  the 
right  to  demand  of  a  Supreme  Court 
Justice. 

The  nomination  of  Judge  Scalia  pre- 
sents some  difficult  questions  for 
those  of  us  seeking  to  determine  the 
impact  of  his  judicial  philosophy  on 
settled  constitutional  practice  and  the 
existing  balance  of  this  Court. 

First,  Judge  Scalia's  limited  service 
on  the  court  of  appeals,  both  in  terms 
of  time  and  the  nature  of  the  issues  he 
has  addressed,  does  not  provide  a  suf- 
ficient record  upon  which  to  make  a 
determination  of  how  his  judicial  phi- 
losophy would  impact  on  settled  prac- 
tice in  a  number  of  important  areas. 

Second,  although  Judge  Scalia's 
writings  as  an  academic  provide  us  ad- 
ditional information,  the  utility  of 
that  information  to  this  process  is  in 
some  doubt.  As  a  scholar.  Judge  Scalia 
was  fond  of  the  provocative  argument, 
and  one  is  never  sure  when  he  is  as- 
serting his  own  view.  Additionally, 
Judge  Scalia  often  included  policy  ar- 
guments in  his  writings,  and  there  is 
no  way  to  determine  from  the  writings 
what  effect  he  would  give  his  particu- 
lar policy  preferences  in  interpreting 
the  Constitution. 

Finally,  Judge  Scalia  adopted  an  ex- 
treme view  of  the  proper  scope  of  re- 
sponse by  a  judicial  nominee  in  a  nom- 
ination hearing.  Adhering  to  that  view 
he  declined  to  answer  questions  that 
might  clarify  his  judicial  philosophy. 
While  respecting  Judge  Scalia's  view,  I 
find,  as  did  a  number  of  my  colleagues 
on  the  Judiciary  Committee,  that  the 
limitations  he  has  adopted  severely 
hampers  the  Senate's  ability  to  per- 
form its  constitutionally  mandated 
role. 

Working  within  these  limitations,  I 
have  attempted  to  ascertain  whether 
Judge  Scalia's  judicial  philosophy 
raises  a  concern  about  his  willingness 
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to  adhere  to  settled  doctrine  in  a 
number  of  important  areas.  I  was 
greatly  encouraged  by  Judge  Scalia's 
statement  that  he  does  not  have  an 
agenda  of  cases  he  is  seeking  to  over- 
turn. I  was  also  encouraged  by  his 
stated  respect  for  the  doctrine  of  stare 
decisis  and  its  applicability  to  the  Su- 
preme Court  as  well  as  the  lower  Fed- 
eral courts. 

Although  I  strongly  disagree  with 
Judge  Scalia's  judicial  philosphy  in  a 
number  of  areas,  I  find  his  views  to  be 
within  the  legitimate  parameters  of 
debate.  Judge  Scalia's  judicial  philoso- 
phy strikes  me  as  very  conservative.  I 
do  not,  however,  find  him  significantly 
more  conservative  than  Chief  Justice 
Burger;  therefore,  I  do  not  have  undue 
concern  about  the  impact  of  this  ap- 
pointment on  the  balance  of  the 
Court. 

Mr.  President,  I  will  take  less  than  2 
minutes  to  summarize. 

Mr.  President,  there  is  a  significant 
distinction  between  this  nominee  and 
the  last  one.  One  is  this  nominee  has 
demonstrated  through  his  career  that 
he  has  an  intellectual  flexibility.  He  is 
not  a  rigid  man  and  he  does  engage  in 
and  is  willing  to  engage  in  discussion 
of  new  ideas,  different  than  those 
which  are  the  ones  that  he  had  been 
predisposed  at  that  point  to  hold.  He 
is  open,  he  is  straightforward,  he  is 
candid. 

In  addition  to  that,  notwithstanding 
his  conservative  bent,  there  is  no  indi- 
cation that  the  nominee's  judicial  phi- 
losophy would  unravel  the  settled 
fabric  of  constitutional  law. 

Further,  given  the  almost  unani- 
mous view  that  Judge  Scalia  is  a  man 
of  the  utmost  ability,  an  able  judge, 
and  a  willing  participant  in  the  intel- 
lectual give  and  take  crucial  to  arriv- 
ing at  the  consensus  that  lends  credi- 
bility to  decisions  of  a  court  I  believe 
that,  despite  my  differences  with 
many  of  Judge  Scalia's  views,  the 
Senate  should  confirm  his  nomination 
to  be  an  associate  justice  of  the  United 
States  Supreme  Court. 

I  think  he  is  a  fine  man.  I  think  he 
should  be  on  the  Court,  and  I  yield  the 
floor. 

The  PRESIDING  OFFICER.  The 
Senator  from  Massachusetts. 

Mr.  KENNEDY.  Mr.  President,  I  did 
have  the  opportunity  as  a  member  of 
the  Judiciary  Committee  to  hear  out 
this  nominee  for  service  on  the  Su- 
preme Court  of  the  United  States.  Al- 
though I  am  troubled  by  some  of  the 
views  expressed  by  Judge  Scalia  in 
some  of  the  decisions  he  has  written,  I 
too  find  that  Judge  Scalia  is  clearly  in 
the  mainstream  of  thought  of  our  soci- 
ety and  I  would  hope  that  he  would 
demonstrate  the  kind  of  opportunities 
for  growth  and  sensitivity  on  many  of 
these  issues  and  questions. 

I  support  the  nomination  of  Judge 
Scalia  to  be  an  Associate  Justice  of  the 
Supreme     Court.     This     nomination 


raises  fewer  of  the  concerns  that  have 
led  me  to  oppose  the  nomination  of 
Justice  Rehnquist  to  be  Chief  Justice. 

In  my  view.  Justice  Rehnquist's 
career  of  relentless  opposition  to  fun- 
damental claims  involving  issues  such 
as  racial  justice,  equal  rights  for 
women,  freedom  of  speech,  and  sepa- 
ration of  church  and  state  places  him 
outside  the  mainstream  of  American 
constitutional  law  as  an  extremist  who 
should  not  be  confirmed  as  Chief  Jus- 
tice of  the  United  States. 

Judge  Scalia  has  been  on  the  bench 
only  4  years,  and  has  not  ruled  on 
many  basic  constitutional  issues.  His 
record  in  these  areas  is  less  complete 
than  Justice  Rehnquist's.  On  the 
available  record,  I  disagree  with  Judge 
Scalia  on  women's  rights,  and  it  is  fair 
to  say  that  his  position  on  this  issue 
seems  as  insensitive  as  Justice  Rehn- 
quist's. 

I  am  also  concerned  about  Judge 
Scalia's  writings  on  two  important 
issues  in  administrative  law,  his  appar- 
ent views  that  the  independent  agen- 
cies are  unconstitutional,  and  that  the 
courts  can  undo  the  New  Deal  by  de- 
nying Congress  the  power  to  delegate 
authority  to  regulatory  agencies. 

But  in  other  areas  that  are  of  major 
concern  to  me,  it  is  difficult  to  main- 
tain that  Judge  Scalia  is  outside  the 
mainstream.  Should  he  be  confirmed 
as  a  Justice,  I  hope  that  as  a  result  of 
his  new  rank,  he  will  look  with  greater 
sensitivity  on  critical  issues,  especially 
race  discrimination  and  the  right  of 
women  to  escape  their  second-class 
status  under  the  law  and  to  share  fully 
in  the  protections  of  the  Constitution. 

Finally,  the  nomination  of  Judge 
Scalia  presents  none  of  the  troubling 
issues  with  respect  to  truthfulness, 
candor,  judicial  ethics,  and  full  disclo- 
sure that  have  marred  the  nomination 
of  Justice  Rehnquist. 

As  a  scholar,  public  official,  and  Fed- 
eral judge,  Mr.  Scalia  has  demonstrat- 
ed a  brilliant  legal  intellect  and  earned 
the  respect— even  the  affection— of 
colleagues  whose  personal  philoso- 
phies are  far  different  from  his  own.  I 
will  vote  in  favor  of  his  confirmation. 

Mr.  METZENBAUM.  Mr.  President, 
it  is  quite  obvious  that  the  nomination 
of  Judge  Scalia  to  become  a  Justice  of 
the  Supreme  Court  Is  going  to  pass 
overwhelmingly  in  this  body.  I  doubt 
very  much  if  there  will  be  one  negative 
vote  against  him. 

But  I  think  that  that  vote  is  proof 
positive  that  the  previous  vote  of  some 
of  us  who  saw  fit  to  vote  against  Jus- 
tice Rehnquist  had  nothing  to  do  with 
the  man's  political  views. 

There  is  not  much  question  in  any- 
body's mind  that  Judge  Scalia  is  every 
bit  as  conservative  as  Justice  Rehn- 
quist and  some  stated  before  our  com- 
mittee that  in  all  probability  he  is 
more  conservative. 

That  was  not  the  issue.  That  is  not 
the  issue. 


We  all  agree  Judge  Scalia  is  a  man 
of  integrity.  Judge  Scalia  is  a  man  of 
legal  ability.  Judge  Scalia  comes  to  the 
Supreme  Court  with  an  excellent  legal 
background. 

So  there  will  be  no  votes  against  him 
or  at  most  one  or  two. 

They  will  not  be  based  upon  his  po- 
litical philosophy. 

Those  who  would  argue  that  the 
previous  votes  of  33  Members  of  this 
body  who  voted  against  the  confirma- 
tion of  Justice  Rehnquist  had  some- 
thing to  do  with  political  ideology  I 
think  that  will  be  totally  refuted  when 
the  vote  is  concluded  in  connection 
with  the  confirmation  of  Judge  Scalia 
to  become  Justice  Scalia  of  the  Su- 
preme Court. 

I  am  voting  to  confirm  Judge  Scalia 
to  the  post  of  Associate  Justice  of  the 
Supreme  Court. 

I  have  decided  to  vote  for  him  for 
several  reasons.  He  is  a  distinguished 
member  of  the  legal  profession,  he  is 
very  well-respected,  and  he  is  suffi- 
ciently respectful  of  Federal  statutory 
and  Constitutional  law. 

His  achievements  before  his  appoint- 
ment to  the  court  of  appeals  are  well 
known.  He  attended  a  distinguished 
law  school.  He  was  an  associate  in  a 
major  law  firm.  He  taught  at  some  of 
the  finest  law  schools  in  the  country, 
and  served  the  United  States  twice  in 
posts  which  required  Senate  confirma- 
tion. 

He  has  been  praised  for  both  his  in- 
tellect and  his  wit. 

His  integrity  has  not  been  ques- 
tioned. 

Since  1982,  when  he  was  appointed 
to  the  U.S.  Court  of  Appeals,  he  has 
written  over  100  opinions.  These  opin- 
ions cover  a  variety  of  subjects— ad- 
ministrative law,  court  access,  con- 
sumer law,  labor  law,  the  Freedom  of 
Information  Act,  and  the  Constitu- 
tion. 

There  is  no  question  that  his  opin- 
ions have  been  carefully  written  and 
well-reasoned.  His  opinions  have  gar- 
nered the  support  Qf  a  wide  cross-sec- 
tion of  the  court's  judges  including 
conservative,  moderate,  and  liberal 
judges. 

There  is  also  no  question  that  some 
of  these  opinions  are  controversial. 
For  example,  his  opinions  on  the  Free- 
dom of  Information  Act  have  been 
criticized  because  most  have  rejected 
freedom  of  information  requests. 

It  is  not  difficult  to  understand  why 
his  decisionmaking  in  this  area  has 
evoked  concern.  Judge  Scalia  was 
quite  critical  of  the  Freedom  of  Infor- 
mation Act  before  he  became  a  Feder- 
al judge.  But  his  Freedom  of  Informa- 
tion Act  opinions  have  been  well-rea- 
soned and  unbiased,  and  his  opinions 
have  been  joined  by  various  members 
of  the  court  of  appeals.  In  addition,  in 
the  course  of  his  opinions,  he  has  ex- 
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plicitly  acknowledged  and  accepted 
the  goals  of  the  act. 

It  has  also  been  suggested  that 
Judge  Scalia  has  shown  a  closed  mind 
and  continuing  insensitivity  to  the 
needs  of  women,  minorities,  and  the 
poor  "and  a  steadfast  opposition  to  en- 
forcing basic  constitutional  rights." 
These  concerns  are  reasonable  given 
the  content  of  some  articles  Judge 
Scalia  wrote  before  he  became  a  judge. 

But  while  I  disagree  with  the  results 
he  has  reached  in  some  decisions,  I 
must  note  that  he  has  not  shown  him- 
self to  be  hostile  to  basic  constitution- 
al values. 

It  appears  that  he  has  been  a  fair 
and  openminded  judge  on  the  court  of 
appeals.  I  have  every  reason  to  believe 
that  he  will  maintain  this  attitude 
when  he  joins  the  Supreme  Court  of 
the  United  States. 

My  vote  should  not  be  misinterpret- 
ed as  a  vote  for  Presidential  preroga- 
tive in  the  selection  of  Supreme  Court 
Justices. 

The  Senate  has  a  crucial— and  equal 
role  to  play  in  the  confirmation  proc- 
ess. 

I  will  vote  for  Judge  Scalia,  despite 
his  conservative  views,  because  I  be- 
lieve he  is  qualified. 

I  will  vote  for  Judge  Scalia  because  I 
do  not  believe  that  his  presence  on  the 
Court  will  shift  the  Court  dramatical- 
ly and  dangerously  to  the  right. 

I  will  vote  for  Judge  Scalia  because  I 
do  not  believe  that  his  presence  on  the 
Court  will  endanger  the  basic  individ- 
ual rights  protections  Americans  enjoy 
today. 

But  if  the  confirmation  of  future  Su- 
preme Court  nominees  would  under- 
mine the  role  of  the  Court  in  the  pro- 
tection of  individual  rights,  I  will  not 
hestitate  to  oppose  those  nominees. 

And  if  the  confirmation  of  future 
nominees  would  threaten  the  stability 
of  the  Court,  I  will  not  hesitate  to 
oppose  those  nominees. 

Today,  however.  I  am  pleased  that 
no  controversy  has  arisen  in  connec- 
tion with  this  nomination.  I  am 
pleased  to  vote  for  Judge  Scalia  and  I 
congratulate  him  on  his  inevitable 
confirmation. 

The  PRESIDING  OFFICER  (Mr. 
Wilson).  The  majority  leader. 

Mr.  DOLE.  Mr.  President,  are  the 
yeas  and  nays  ordered. 

The  PRESIDING  OFFICER.  They 
are  not. 

Mr.  DOLE.  I  ask  for  the  yeas  and 
nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

There  is  a  sufficient  second. 

The  yeas  and  nays  were  ordered. 

Mr.  DOLE.  Mr.  President,  the 
Senate  now  proceeds  to  consider  the 
nomination  of  Antonin  Scalia  to  be  an 
Associate  Justice  of  the  Supreme 
Court.  In  contrast  to  the  nomination 
of  William  Rehnquist,  this  nomination 
has  been  a  "piece  of  cake."  Perhaps 


Judge  Scalia  indirectly  benefited  from 
the  "controversy"  that  swirled  around 
the  Rehnquist  nomination.  In  any 
event,  it  is  likely  that  the  Senate  will 
approve  this  nomination  by  acclama- 
tion. As  of  the  moment.  I  know  of  no 
Senator  who  is  actively  opposing 
Judge  Scalia. 

Although  there  may  be  some  indi- 
rect benefit  that  transferred  over  from 
all  the  attention  that  the  Senate  has 
given  to  Justice  Rehnquist.  at  best,  it 
is  a  minor  factor  in  this  instance. 
Judge  Scalia  has  such  broad  and 
strong  support  because  he  is  an  excep- 
tionally well-qualified  candidate. 

It  is  not  my  intention  to  dwell  at 
length  on  extolling  the  virtues  of  Mr. 
Scalia,  Mr.  President,  but  I  would  like 
to  briefly  recount  some  of  those  quali- 
ties which  have  earned  him  such 
broad  support  in  the  Senate. 

Judge  Scalia  graduated  with  honors 
from  Georgetown  University  and  Har- 
vard Law  School.  He  has  been  a  law 
professor  and  scholar  at  the  Universi- 
ties of  Chicago  and  Virginia.  In  the 
early  1970s,  he  joined  the  executive 
branch  of  Government  and  quickly 
rose  to  become  the  Assistant  Attorney 
General,  and  legal  counsel  to  the  At- 
torney General  and  the  President 
This,  of  course,  is  the  chief  legal  posi- 
tion in  the  Government.  It  was  the 
same  post  occupied  by  Chief  Justice 
Rehnquist.  Judge  Scalia  also  had  a  dis- 
tinguished career  in  private  practice  in 
Ohio. 

But  the  academic  and  professional 
qualifications  are  only  a  part  of  the  di- 
mensions of  this  man.  He  is  a  family 
man.  with  nine  children.  He  is  a  first 
generation  Italian-American,  his 
father  having  immigrated  to  this 
country  from  Sicily. 

He  has  also  a  distinguished  service 
on  the  Circuit  Court  of  Appeals  for 
the  District  of  Columbia  for  the  past  5 
years.  In  that  short  time,  he  has  au- 
thored more  than  80  majority  opin- 
ions. This  is  quite  an  accomplishment 
for  a  court  that,  in  the  past,  was  often 
known  for  its  sharp  philosophical 
split.  Of  his  86  opinions,  only  9  were 
accompanied  by  minority  views.  He  is 
one  of  the  Nation's  leading  experts  on 
administrative  law.  He  is  also  a  recog- 
nized authority  on  the  doctrines  of 
separation  of  powers  and  federalism. 

One  of  the  most  impressive  opinions 
was  his  courageous  opinion  in  the 
Synar  case,  which  identified  the  con- 
stitutional problems  with  the  Gramm- 
Rudman-Hollings  budget  balancing 
legislation.  The  Supreme  Court  later 
upheld  this  view. 

As  in  the  case  of  Justice  Rehnquist, 
the  American  Bar  Association  gave 
him  its  highest  rating,  unanimously 
concluding  that  he  was  "well  quali- 
fied" to  be  elevated  to  the  High  Court. 
The  ABA  Committee  found  that 
Judge  Scalia  "meets  the  highest  stand- 
ards of  professional  competence,  judi- 
cal temperament  and  integrity  and  is 


among  the  best  available  for  appoint- 
ment to  the  Supreme  Court." 

It  is  tempting  to  go  on,  Mr.  Presi- 
dent, to  extol  this  man's  virtues.  To  do 
so.  would  only  be  adding  more  gilt  to 
the  proverbial  lily.  I  believe  I  can  truly 
speak  for  the  entire  Senate  in  this 
case.  He  has  our  full  endorsement  and 
support.  We  wish  him  Godspeed  on  his 
appointment  to  the  Supreme  Court. 
He  will  be  an  effective  and  energetic 
Justice. 

Mr.  DODD.  Mr.  President,  when  the 
Senate  votes  to  extend  or  withhold  its 
consent  to  the  confirmation  of  Judge 
Antonin  Scalia  as  Associate  Justice  of 
the  U.S.  Supreme  Court.  I  will  cast  my 
vote  in  favor  of  the  nominee.  I  rise 
now  to  briefly  set  forth  my  reasons  for 
supporting  this  confirmation. 

As  I  explained  in  some  detail  in  my 
remarks  concerning  the  nomination  of 
Justice  Rehnquist.  I  believe  that  each 
Senator  is  obligated  to  scrutinize  with 
exceptional  vigor  the  qualifications  of 
all  judicial  nominees.  We  must,  in  my 
view,  ensure  that  the  nominee  has  ex- 
cellent technical  and  legal  skills;  is  of 
the  highest  character  and  free  of  any 
conflicts  of  interest;  and  is  capable  of 
and  committed  to  upholding  the  Con- 
stitution of  the  United  States. 

It  is  not  proper  in  my  view  for  a  Sen- 
ator to  reject  a  nominee  merely  be- 
cause the  nominee  is  a  conservative  in- 
dividual or  jurist,  one  who  believes 
that  the  Court  should  exercise  a  rela- 
tively guarded  role  in  the  interpreta- 
tion of  the  Constitution.  It  is  proper, 
however,  to  reject  a  nominee  when  his 
temperament  and  temperature  reflect 
an  inability  to  appreciate  and  protect 
the  fundamental  constitutional  rights 
of  all. 

Several  days  ago  I  voted  against  the 
confirmation  of  Justice  Rehnquist.  I 
did  so  not  because  Justice  Rehnquist  is 
a  conservative  jurist,  but  rather  be- 
cause his  record  reflects  a  cold  indif- 
ference toward  the  constitutional 
guarantees  of  equal  protection  and 
due  process  for  minorities. 

Judge  Scalia  is,  like  Justice  Rehn- 
quist, what  most  would  call  a  conserva- 
tive individual.  His  views  on  certain 
controversial  issues  of  our  time  un- 
'  doubtedly  differ  from  my  own.  That 
he  is  conservative  or  possesses  views 
with  which  I  disagree,  however,  is  not 
the  point.  What  is  the  point  is  wheth- 
er he  is  capable  of  and  committed  to 
upholding  the  fundamental  guaran- 
tees embodied  in  the  Constitution— 
the  blueprint  for  this  200-year-old  ex- 
periment in  democracy— which  he  will 
be  sworn  to  protect  and  cultivate. 

On  balance,  the  evidence  I  have  re- 
viewed convinces  me  that  Judge  Scalia 
is  able  and  willing  to  ensure  that  all 
litigants  are  extended  the  full  and 
equal  protection  of  the  Constitution 
on  the  basis  of  the  facts  as  presented 
in  each  case  and  in  light  of  the  law  as 
previously  decided. 
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The  British  biologist  Sir  Thomas 
Huxley  traveled  through  America  in 
the  late  19th  century.  At  the  end  of 
his  visit,  some  American  reporters 
tried  to  fish  from  him  a  compliment 
about  the  expanse  and  wealth  of  our 
country.  Sir  Thomas  was  uncoopera- 
tive. He  said: 

I  cannot  say  that  I  am  in  the  slightest 
degree  impressed  by  your  bigness  or  your 
material  resources.  Size  is  not  grandeur,  and 
territory  does  not  make  a  nation.  The  issue 
is  .  .  .  what  are  you  going  to  do  with  those 
things? 

Judge  Scalia  is,  from  all  accounts,  a 
highly  intelligent  individual.  Techni- 
cal competency  is  not  only  good,  but 
absolutely  necessary  in  our  Federal 
judges.  But  like  Sir  Thomas'  percep- 
tion of  superiority,  the  ultimate  test  of 
Judge  Scalia's  success  will  not  be  the 
keenness  of  his  intellect.  With  hopeful 
anticipation,  I  trust  that  Judge  Scalia 
will  use  his  intellect  to  carry  out,  with 
all  the  energy,  compassion,  and  com- 
mitment he  can  muster,  one  goal 
above  all  else:  that  of  protecting  the 
constitutional  liberties  of  us  all. 

NOMINATION  OF  ANTONIN  SCALIA  TO  BE  AN 
ASSOCIATE  JUSTICE  ON  THE  U.S.  SUPREME  COURT 

Mr.  HECHT.  Mr.  President,  I- rise 
today  to  speak  in  support  of  the  nomi- 
nation of  Judge  Antonin  Scalia  to  be 
an  Associate  Justice  of  the  U.S.  Su- 
preme Court.  Confirmation  of  this 
nomination  will  provide  the  American 
judicial  system  the  benefit  of  Mr.  Sca- 
lia's intellectual  prowess  and  legal  ex- 
pertise. 

By  way  of  background.  Judge  Sca- 
lia's education  included  an  intense  cur- 
riculum in  the  classics.  Those  familiar 
with  the  judge's  work  up  to  this  point 
have  attributed  this  historical  and  phi- 
losopical  background  as  being  instru- 
mental in  his  perspective  viewpoints 
and  decisions.  It  is  also  apparent,  Mr. 
President,  that  this  nominee's  fine  ju- 
dicial and  legal  performance  is  a 
simple  and  accurate  reflection  of  his 
intelligence  and  determined  convic- 
tion. 

Mr.  Scalia  graduated  as  valedictori- 
an from  both  Xavier  High  School  and 
Georgetown  University,  and  went  on 
to  earn  magna  cum  laude  honors  from 
Harvard  Law  School.  Such  a  record  of 
high  scholastic  achievement  is  indica- 
tive of  dedication  and  aptitude— two 
necessary  traits  for  a  Supreme  Court 
Justice. 

Subsequent  to  his  schooling,  Mr. 
Scalia  spent  a  number  of  successful 
years  in  the  private  sector,  including 
teaching  positions  at  both  the  Univer- 
sities of  Chicago  and  Virginia.  The 
judge  began  his  public  service  career 
in  1971,  with  an  appointment  by  the 
Nixon  administration  to  the  position 
of  general  counsel  in  the  Office  of 
Telecommimications  Policy.  The  dis- 
tinguished Mr.  Scalia  also  served  as 
Chairman  of  the  Administrative  Con- 
ference of  the  United  States,  among 
other  noteworthy  positions,  before  his 


1982  swearing  in  as  a  judge  on  the  U.S. 
Circuit  Court  of  Appeals— a  court  con- 
sidered by  many  as  second  only  in  im- 
portance to  the  Supreme  Court. 

Moreover,  Mr.  President,  Judge  Sca- 
lia's judicial  record  reflects  his  convic- 
tion that  the  role  of  the  courts  is  lim- 
ited—a role  of  restraint.  Judge  Scalia 
adheres  to  a  commonsense  interpreta- 
tion of  the  Constitution:  understand- 
ing that  it  protects  certain  basic 
rights— no  more,  no  less.  This  is  a  phi- 
losophy with  which  I  concur. 

In  closing  Mr.  President,  let  me 
simply  state  that  I  support  Antonin 
Scalia's  nomination,  confident  in  the 
knowledge  that  he  will  bring  to  this 
position  the  same  energy,  proficiency, 
and  knowledge  that  he  has  demon- 
strated over  the  last  20  years.  Accord- 
ingly, I  would  urge  my  colleagues  to 
likewise  support  this  nomination. 

NOMINATION  OF  ANTONIN  SCALIA  TO  THE 
SUPREME  COURT 

Mr.  DeCONCINI.  Mr.  President,  al- 
though the  nomination  of  Judge  An- 
tonin Scalia  has  been  somewhat  over- 
shadowed by  the  controversy  over  the 
nomination  of  Justice  William  Rehn- 
quist  to  be  Chief  Justice,  I  am  quite 
pleased  that  he  will  be  confirmed  to 
the  Court.  I  believe  that  he  is  emi- 
nently qualified  for  the  Supreme 
Court  by  way  of  his  intellectual  abili- 
ties, temperament,  and  character.  I  am 
personally  pleased  that  he  will  be  con- 
firmed to  the  Court  because  we  share 
an  Italian-American  heritage. 

Mr.  President,  our  responsibility  to 
thoroughly  review  and  consider  the 
nomination  of  Judge  Scalia  is  equally 
as  important  as  it  was  in  the  case  of 
Justice  Rehnquist.  Judge  Scalia  will 
likely  spend  many  years  on  the  Court 
sharing  an  equal  vote  with  the  Chief 
Justice  and  the  other  Associate  Jus- 
tices. Our  constitutionally  mandated 
role  of  advice  and  consent  on  the  nom- 
ination of  Judge  Scalia  is  as  important 
as  the  deliberations  we  engaged  in  ear- 
lier with  respect  to  Justice  Rehnquist. 
Indeed,  Justice  Rehnquist  would  have 
remained  as  a  voting  member  of  the 
Supreme  Court  regardless  of  the  final 
action  of  the  Senate  on  his  confirma- 
tion. Judge  Scalia,  however,  will  be  a 
new  voice  on  the  Court.  Let  no  one  say 
that  the  Senate  has  ignored  its  duty  to 
closely  examine  the  President's  nomi- 
nee for  Associate  Justice. 

I  am  pleased  that  the  President  has 
nominated  a  person  with  the  experi- 
ence and  qualifications  of  Judge  An- 
tonin Scalia.  Clearly  we  have  before  us 
a  nominee  with  the  requisite  legal  and 
judicial  experience.  The  American  Bar 
Association  has  found  that  Judge 
Scalia  meets  the  highest  standards  of 
professional  competence,  judicial  tem- 
perament, and  integrity.  I  am  pleased 
to  concur  that  he  is  indeed  among  the 
best  available  candidates  for  our  con- 
sideration. 

Judge  Scalia  comes  to  us  from  the 
D.C.  Court  of  Appeals  with  an  out- 


standing reputation.  He  is  known  for 
his  thoroughness  and  attention  to 
detail.  He  is  clearly  a  man  who  will 
make  his  presence  felt  from  his  first 
term  onward.  He  is  a  hard  worker  but 
one  who  is  personable  and  well  liked. 
Where  the  requirements  of  the  job  are 
hard,  hard  work,  and  collegiality— 
Judge  Scalia  will  excel. 

I  take  pride,  as  an  Italian-American, 
in  noting  Judge  Scalia's  heritage.  In 
this  year  that  our  country  has  shown 
so  much  pride  in  celebrating  the  100th 
anniversary  of  the  Statue  of  Liberty, 
we  can  take  note  of  the  contributions 
of  Antonin  Scalia,  the  son  of  an  immi- 
grant from  Italy.  He  is  but  another  ex- 
ample of  a  member  of  an  immigrant 
family  who  has  risen  to  an  outstand- 
ing position  in  our  Government  and 
our  society.  As  a  first  generation  Ital- 
ian-American, Judge  Scalia  demon- 
strates that  the  rapid  assimilation  of 
immigrating  peoples  pumps  strength 
into  our  country. 

Mr.  President,  I  would  have  pre- 
ferred that  this  statement  be  a  thor- 
oughly positive  endorsement  of  the 
nomination  of  Judge  Scalia.  Unfortu- 
nately, one  aspect  of  the  confirmation 
process  continues  to  disturb  me.  I  am 
very  disappointed  in  both  Judge  Scalia 
and  in  Justice  Rehnquist  for  their  pro- 
tectiveness  and  reticence  in  answering 
the  questions  that  I  and  my  colleagues 
asked  them  in  the  Judiciary  Commit- 
tee hearings.  I  understand  the  need  to 
avoid  issues  that  will  be  directly  before 
the  Court,  but  it  is  very  difficult  for 
the  committee  and  for  the  Senate  to 
fulfill  their  responsibility  when  we  are 
unable  to  question  nominees  about 
their  judicial  philosophies  and  views 
on  constitutional  interpretation.  It  is 
apparent  to  me  that  nominees  are  ad- 
vised by  the  administration  to  be  as 
evasive  and  passive  as  they  can  be.  I 
believe  that  with  nominees  less  quali- 
fied than  those  before  us  today,  this 
strategy  will  ultimately  fail  the  admin- 
istration. 

The  confirmation  process  is  a  consti- 
tutional touchstone  between  the  Judi- 
ciary and  the  Congress;  a  bridge  be- 
tween popularly  elected  Government 
and  the  life  tenure  of  judicial  officials. 
Because  of  his  exemplary  record,  it 
will  be  my  pleasure  to  cast  my  vote  in 
favor  of  his  confirmation  to  the  Su- 
preme Court. 

NOMINATION  OF  JUDGE  ANTONIN  SCALIA 

Mr.  HATCH.  Mr.  President,  perhaps 
no  standard  speaks  more  eloquently  to 
the  merits  of  this  nomination  than  the 
performance  of  Judge  Scalia  on  the 
Court  of  Appeals  for  the  District  of 
Columbia  Circuit.  In  more  than  4 
years  on  that  esteemed  court,  he  has 
written  86  majority  opinions  and  only 
9  of  these  have  been  accompanied  by  a 
dissent.  In  other  words,  Judge  Scalia 
has  won  unanimous  approval  for  his 
views  in  nearly  90  percent  of  his  writ- 
ten   opinions.    Another    90    percent 
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measure  of  success  is  found  in  the  rate 
at  which  Judge  Scalia's  positions  have 
been  sustained  on  appeal.  The  Su- 
preme Court  has  adopted  his  views  six 
out  of  the  seven  times  his  cases  have 
been  reviewed  on  appeal  by  the  Court 
he  has  been  appointed  to  join.  This  in- 
cludes his  courageous  opinion  in  the 
Synar  case  which  identified  the  sepa- 
ration of  powers  problems  in  the 
budget-cutting  Gramm-Rudman  law. 

These  facts  are  high  praise  for 
Judge  Scalia  from  those  best  posi- 
tioned to  adjudge  his  stature  and  abili- 
ty, his  fellow  judges.  These  judicial  ac- 
tions speak  barely  louder  than  the 
words  of  his  judicial  colleagues,  among 
whom  is  Circuit  Judge  Abner  Mikva 
who  hails  this  appointment  as  "good 
for  the  institution"  of  the  Supreme 
Court. 

Prom  these  lofty  commendations, 
the  acclaim  for  Judge  Scalia's  appoint- 
ment continues  to  crescendo.  The 
American  Bar  Association,  with  a  col- 
legial  accord  matching  that  of  Judge 
Scalia's  written  opinions,  'has  unani- 
mously concluded  that  Judge  Scalia  is 
well  qualified  for  this  appointment. 
Under  the  committee's  standards,"  the 
ABA  continues  on  behalf  of  America's 
lawyers  and  judges,  "this  means  that 
Judge  Scalia  meets  the  highest  stand- 
ards of  professional  competence,  judi- 
cial temperament  and  integrity  and  is 
among  the  best  available  for  appoint- 
ment to.  the  Supreme  Court.  "  It  is 
hard  to  imagine  higher  commendation 
from  an  organization  of  lawyers  and 
judges  than  to  call  one  of  their  own 
"among  the  best  available  for  appoint- 
ment to  the  Supreme  Court. " 

The  Chicago  Tribune  strikes  the 
same  theme  by  calling  Judge  Scalia  a 
"lawyer's  lawyer:  meticulous,  meas- 
ured, determined  to  read  the  law  as  it 
has  been  enacted  by  the  people's  rep- 
resentatives rather  than  to  impose  his 
own  preference  upon  it."  It  is  interest- 
ing to  note  that  many  themes  are  re- 
peated over  and  over  by  those  examin- 
ing Judge  Scalia's  accomplishments. 
For  instance,  former  Attorney  General 
Edward  Levi  calls  Judge  Scalia  a  "law- 
yer's lawyer"  and  states  that  he  "came 
to  know,  with  awe,  how  his  mind 
works,  his  mastery  of  the  law  in  princi- 
ple and  in  practice,  his  high  integrity 
and  commitment  to  fairness,  and  his 
openness  to  the  careful  consideration 
of  differing  views." 

Dean  Guido  Calabresi  of  the  Yale 
Law  School  confesses  that  he  has  dif- 
fered with  Judge  Scalia  on  many 
issues,  yet  he  strikes  many  of  the  same 
themes: 

I  have  always  found  him  sensitive  to 
points  of  view  different  from  his  own,  will- 
ing to  listen,  and  though  guided,  as  any 
good  judge  should  be,  by  a  vision  of  our 
Constitution  and  the  roles  of  Judges  under 
it,  flexible  enough,  also  as  a  good  judge 
should  be,  to  respond  to  the  needs  of  justice 
in  particular  cases. 


This  candid  assessment  verifies  the 
report  of  the  "Alman  of  the  Federal 
Judiciary"  that  Judge  Scalia  is  "highly 
respected  in  all  categories,  admired 
even  by  those  lawyers  who  disagree 
with  him." 

Over  and  over  the  same  qualities  are 
admired  in  Judge  Scalia— his  fairness, 
his  integrity,  his  openness  to  varied 
viewpoints,  his  amazing  mastery  of  the 
law.  Judge  Scalia  is  respected  as  a 
lawyer  by  lawyers,  as  a  judge  by 
judges.  In  the  words  of  the  American 
Bar  Association,  this  committee  is 
privileged  to  consider  the  nomination 
of  an  individual  who  'is  among  the 
best  available  for  appointment  to  the 
Supreme  Court. " 

CIVIL  RIGHTS  RECORD 

On  September  7,  the  ACLU  issued  a 
document  entitled  'Report  on  the 
Civil  Liberties  Record  of  Judge 
Scalia."  The  timing  of  the  issuance  of 
this  report— and  a  companion  piece  on 
Justice  Rehnquist— to  coincide  with 
the  debate  on  their  nominations  is  ap- 
parently pure  coincidence,  as,  accord- 
ing to  the  authors,  its  "purpose  is  not 
to  suggest  that  the  civil  liberties 
record  of  any  candidate  ought  to  de- 
termine anyone's  position  on  such  can- 
didacy, and  the  reader  is  asked  not  to 
seek  to  infer  any  position  on  this  ques- 
tion from  such  a  report."  Despite  its 
purely  educational  and  nonpartisan 
purpose,  however,  and  despite  its 
claim  that  it  "presents  a  comprehen- 
sive description  of  Judge  Scalia's  judi- 
cial opinions  on  civil  liberties  ques- 
tions," it  is  misleading  in  a  number  of 
respects.  I  would  like  to  correct  the 
record  on  these  points. 

THE  FIRST  AMENDMENT 

The  report's  introductory  sentence 
on  Judge  Scalia's  record  claims  that 
"Judge  Scalia  has  decided  against  the 
party  invoking  the  protection  of  the 
First  Amendment  in  all  opinions  he 
has  authored  in  this  area."  This  state- 
ment is  incorrect.  For  example.  Judge 
Scalia  decided  in  favor  of  defendant 
columnist  Jack  Anderson  on  many  of 
his  claims  of  first  amendment  protec- 
tion for  statements  in  a  column  in  Lib- 
erty Lobby  Inc.  versus  Anderson.  For 
example,  he  agreed  with  Anderson's 
claim  that  Anderson's  statements  that 
Liberty  Lobby's  president,  Willis 
Carto,  represents  a  trend  toward  "in- 
cipient fascism"  and  that  his  record 
was  characterized  by  "lies  and  half- 
truths"  were  statements  of  opinion 
and  therefore  under  the  first  amend- 
ment could  not  give  rise  to  a  libel 
action,  rather  than  being  statements 
of  fact  which  could  give  rise  to  such  an 
action.  This  argument  surely  could 
have  been  responsibly  rejected.  As  the 
ACLU  reports,  he  did  decide  one  issue 
in  that  case,  whether  the  "clear  and 
convincing"  standard  for  actual  malice 
applies  to  the  plaintiff's  burden  on 
summary  judgment,  contrary  to  Jack 
Anderson's  claim,  and  the  Supreme 
Court  reversed.  The  ACLU  fails  to 


mention,  however,  that  Justice  Bren- 
nan,  the  author  of  New  York  Times 
versus  Sullivan,  the  seminal  case  ap- 
plying the  first  amendment  to  libel 
law,  dissented  from  the  Supreme 
Court  majority,  agreeing  instead  with 
Judge  Scalia. 

The  other  general  way  in  which  the 
introductory  statement  is  misleading 
is  that  it  only  addresses  opinions  that 
Judge  Scalia  authored.  Nevertheless, 
in  the  discussion  of  particular  areas,  it 
also  notes  some  opinions  Judge  Scalia 
joined,  such  as  Travoulareas  versus 
Piro.  The  reason  the  introductory 
statement  does  not  claim  to  address  all 
opinions  that  Judge  Scalia  wrote  or 
joined  is  that  it  would  not  be  defensi- 
ble as  to  his  complete  record.  For  ex- 
ample, the  Washington  Post  praised 
Judge  Scalia  for  joining  the  portion  of 
Judge  Bork's  majority  opinion  in 
Lebron  versus  WMATA  taking  an  ex- 
pansive view  of  first  amendment 
rights,  ruling  that  Washington,  DC, 
could  not  prohibit  the  position  of  an 
anti-Reagan  advertisement  on  the 
Metro  on  the  ground  that  it  was  de- 
ceptive because  it  would  be  an  uncon- 
stitutional prior  restraint.  As  the  Post 
noted: 

Judge  Berk  and  Judge  Antonin  Scalia— 
two  of  the  court's  conservative  members- 
would  have  reversed  Metro's  action  on  even 
broader  grounds  if  it  had  been  necessary. 
Both  believe  that  an  agency  of  a  political 
branch  of  government  cannot  impose  prior 
restraint  on  the  publication  of  a  political 
message  even  if  that  message  is 
false.  .  .  .  That  is  an  interference  by  the 
Government  with  a  citizen's  right  to  engage 
in  free  political  discourse.  The  court's  mes- 
sage is  clear  and  it  is  right. 

The  remainder  of  this  section  takes 
issue  with  statements  the  ACLU 
report  makes  in  specific  subareas. 


LIBERTY  LOBBY  VERSUS  ANDERSON 

In  addition  to  the  other  points  made 
above  about  this  opinion,  it  should  be 
noted  that  the  position  Judge  Scalia 
took  on  the  particular  issue  which  the 
ACLU  selected  out  as  the  litmus  test 
for  his  views  on  the  first  amendment 
was  not  surprising.  Carter  appointee 
Judge  Edwards  joined  Scalia's  opinion, 
and  Time  magazine,  in  fact,  indicated 
that  it  seemed  to  be  required  by  prior 
Supreme  Court  opinions: 

Judge  Scalia's  view  was  supported  by  a 
now  famous  footnote  in  a  1979  Supreme 
Court  ruling  written  by  Chief  Justice 
Warren  Burger.  In  that  case,  Burger  noted 
that  in  order  to  prove  "actual  malice'"— the 
stiff  standard  public  figures  must  meet  to 
win  a  libel  case— plaintiffs  have  the  right  to 
inquire  into  a  reporters  "state  of  mind." 
Such  a  complex  under-taking,  stated  the 
Chief  Justice,  ""does  not  readily  lend  itself 
to  summary  disposition."  Burger's  aide  sent 
a  message  to  lower-court  judges  that  led  to 
a  surge  of  libel  trials. 

By  its  6-to-3  decision  overturning  the 
Scalia  opinion,  the  Court  seemed  to 
say  "ignore  previous  message." 
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This  case  is  a  good  example  of  why  the 
ACLU's  broad  claim  in  its  introductory  sum- 
mary that  "In  virtually  every  opinion  that 
he  has  written  addressing  civil  liberties 
issues.  Judge  Scalia  has  decided  against  the 
Individual."  report  at  11.  is  completely  vacu- 
ous. This  case  involved  a  marxist  professor 
denied  the  chairmanship  of  the  department 
of  political  science  at  the  University  of 
Maryland,  in  part,  he  claimed  because  of  a 
libelous  column  by  conservative  Columnists 
Evans  and  Novak.  Oilman  accordingly 
brought  suit  against  the  columnists  for 
libel,  focusing  in  particular  on  their  state- 
ment "Oilman  has  no  status  within  the  (po- 
litical science)  profession,  but  is  a  pure  and 
simple  activist."  They  claimed  this  state- 
ment could  not  form  the  basis  of  these 
facts,  it  would  be  impossible  to  predict 
which  side  the  ACLU  would  consider  to  be 
the  "individual  rights"  side  of  a  case.  Indi- 
vidual rights,  including  rights  of  free  ex- 
pression, are  at  stake  for  both  parties. 

TRAVOULAREAS  VERSUS  PIRO 

As  noted  above,  Scalia  only  joined 
MacKinnon's  opinion  in  this  case. 
Contrary  to  the  ACLU's  claim,  it  did 
not  "make  it  easier  for  plaintiffs  to 
meet  the  New  York  Times  standard," 
but  simply  refused  to  exclude  evidence 
of  a  newspaper's  editorial  policies 
from  the  New  York  Times  actual 
malice  calculus.  There  is  no  precedent 
for  the  exclusion  of  such  evidence,  and 
hence  not  excluding  it  neither  made  it 
easier  nor  more  difficult  to  meet  the 
standard.  The  Court's  reliance  on  the 
evidence  was,  however,  grounded  in 
part  on  a  statement  of  Earl  Warren's 
in  a  concurrence  in  Curtis  versus 
Butts,  who  contended  that  in  that  case 
part  of  the  evidence  of  actual  malice 
was  the  defendant's  editorial  policy  of 
"sophisticated  muckraking."  Earl 
Warren  is  not  famous  for  his  narrow 
construction  of  the  bill  of  rights. 

SCOPE  OF  SPEECH 
CCNV  VERSUS  WATT 

The  report  goes  beyond  the  bounds 
of  zealous  advocacy  in  its  portrayal  of 
Scalia's  dissent,  which  does  not  argue, 
as  the  report  states,  that  expressive 
conduct  is  entitled  to  no  first  amend- 
ment protection.  Rather,  it  distin- 
guishes between  laws  directed  at  the 
expressive  content  of  the  conduct— 
which  are  supposed  to  receive  full 
strict  scrutiny— and  laws  directed  at 
other  aspects  of  the  conduct  which 
happen  to  affect  its  expressive  con- 
tent. In  particular,  the  ACLU  substi- 
tuted ellipses  for  the  italicized  word  in 
quoting  the  following  paragraph: 
•  •  •  to  extend  equivalent  protection 
against  laws  that  affect  actions  which 
happen  to  be  conducted  for  the  purpose  of 
"making  a  point",  is  to  stretch  the  constitu- 
tion not  only  beyond  its  meaning  but 
beyond  reason,  and  beyond  the  capacity  of 
any  legal  system  to  accommodate. 

The  omission  of  the  word  "equiva- 
lent" cannot  be  explained  very  readily 
as  a  space-saving  device.  The  next 
paragraph  also  makes  clear  that  Scalia 
is  not  advocating  no  protection  for  ex- 


pressive conduct,  but  a  different  level 
of  protection: 

The  cases  find  within  the  first  amend- 
ment some  protection  for  "expressive  con- 
duct" apart  from  spoken  and  written 
thought.  The  nature  and  effect  of  that  pro- 
tection, however,  is  quite  different  from  the 
guarantee  of  freedom  of  speech  narrowly 
speaking. 

Hence  the  ACLU's  statement  that 
Scalia  took  the  view  that  "conduct  en- 
gaged in  for  the  purpose  of  'making  a 
point',  could  never  warrant  first 
amendment  protection"  is  simply 
wrong. 

Although  in  general  this  memoran- 
dum is  limited  to  the  scope  of  the 
ACLU's  report  and  therefore  only  dis- 
cusses Scalia's  record  on  the  Court  of 
Appeals,  a  discussion  of  his  first 
amendment  record  would  be  incom- 
plete if  it  did  not  note  the  testimonials 
of  two  people:  Jack  Fuller,  the  editori- 
al page  editor  of  the  Chicago  Tribune; 
and  Floyd  Abrams,  the  New  York 
Times'  lawyer  and  the  most  distin- 
guished first  amendment  advocate  in 
the  country.  Jack  Fuller  stated  before 
the  Judiciary  Committee: 

(Judge  Scalia's)  care  and  caution  and  me- 
ticulousness  are.  like  the  laws,  the  best  and 
most  lasting  defense  against  encroachments 
upon  our  liberties.  And  I  am  more  than  will- 
ing to  entrust  what  to  me  is  the  most  cher- 
ished of  our  freedoms  to  an  individual  like 
Judge  Scalia.  whose  whole  being  has  been 
wrapped  up  in  serving  and  honoring  the 
American  legal  tradition. 

Floyd  Abrams  wrote  the  committee 
as  follows: 

Judge  Scalia  and  1  are  •  •  *  intellectual 
adversaries  in  that  we  have  serious  differ- 
ences on  major  matters  of  constitutional 
law  and  public  policy.  Those  differences  in- 
clude, but  are  not  limited  to,  views  ex- 
pressed in  Judge  Scalia's  judicial  opinions 
with  respect  to  first  amendment  issues.  The 
issues  we  differ  on  matter  greatly  to  me. 

Nonetheless,  I  support  the  confirmation 
of  Judge  Scalia  for  the  following  reasons: 

First,  he  is  a  person  of  the  highest  person- 
al character.  He  is  honorable,  trustworthy 
and  decent.  He  is  a  warm  human  being 
who— as  this  letter  may  well  illustrate— is 
able  to  function  on  a  collegial  basis  with 
people  with  whom  he  differs. 

Second,  he  is  a  person  of  the  highe.st  intel- 
lectual ability.  His  opinions  rank  amongst 
the  best-written  and  the  most  thoughtful 
ones  of  appellate  judges  in  the  country.  He 
writes  with  verve,  wit.  and  intelligence. 
Given  my  views.  I  sometimes  find  that 
Judge  Scalia's  opinions  read  too  persuasive- 
ly—but that  is  hardly  a  black  mark  against 
him. 

Third,  he  has  an  open  and  inquiring  mind. 
He  Is  not  so  fixed  in  his  views  that  he  re- 
fuses to  listen,  not  so  certain  of  the  immuta- 
ble truth  of  his  views  that  he  is  incapable  of 
changing  them. 

Finally,  his  views  are  not  only  sincerely 
held  by  him.  but  views  I  respect  at  the  same 
time  that  I  differ  with  them.  But  differently 
they  are  not  only  views  that  Judge  Scalia 
believes  in  seriously;  they  are  serious  views 
about  serious  matters  about  which  serious 
people  can  differ. 

DISCRIMINATION 

The  report's  statement  that  "Judge 
Scalia  has  never  authored  an  opinion 


which  found  racial  discrimination" 
portrays  his  record  misleadingly. 
When  one  also  includes  opinions  that 
he  joined  to  the  three  opinions  the 
report  discussed  where  that  was  the 
issue,  it  turns  out  that  he  voted  in 
favor  of  the  plaintiff  in  half  the  race 
discrimination  cases  in  which  he  par- 
ticipated: Mitchell  versus  Baldrige. 
Tucker  versus  IBEJW.  and  Bishopp 
versus  District  of  Columbia,  all  found 
race  discrimination.  Moreover,  con- 
trary to  the  thrust  of  the  report  that 
Scalia  seeks  to  interpose  obstacles  in 
the  way  of  race  discrimination  plain- 
tiffs, one  of  these  cases,  Mitchell,  sim- 
plified the  employment  discrimination 
plaintiff's  task,  in  that  it  held  that  he 
need  not  show  as  part  of  his  prima 
facie  case  that  he  was  more  qualified 
than  the  selected  applicant,  but  only 
that  he  was  qualified.  U.S.  Law  Week 
reported  this  as  a  significant  victory 
for  employment  discrimination  plain- 
tiffs. 

CRIMINAL  LAW  AND  PROCEDURE 

The  statement  that  "Judge  Scalia's 
opinions  in  this  area  of  the  law  all 
decide  in  favor  of  the  prosecution"  is 
correct,  although  he  has  joined  some 
opinions  reversing  convictions  (U.S. 
versus  Lyons,  U.S.  versus  North  Amer- 
ican Reporting  Inc.,  U.S.  versus  Kelly, 
U.S.  versus  Foster).  The  defendants' 
claim  he  rejected,  moreover,  would 
strike  most  people  as  pretty  wacky; 
Byers— a  defendant  claiming  the  in- 
sanity defense  and  introducing  his 
own  expert  testimony  can  be  com- 
pelled to  submit  to  a  state  psychiatric 
exam  and  is  not  entitled  to  a  lawyer; 
Richardson— a  court  can  order  a  new 
trial  after  a  mistrial  resulting  from  a 
hung  jury  without  violation  of  the 
double  jeopardy  clause— as  opposed  to 
automatically  acquitting  the  defend- 
ant when  the  jury  is  hung  and  thus 
making  a  hung  jury  divided  11  to  1  in 
favor  of  conviction  equivalent  to  a 
unanimous  one  in  favor  of  acquittal; 
and  Cohen— it  does  not  violate  the 
equal  protection  clause  for  Congress 
to  legislate  automatic  commitment  for 
defendants  successfully  pleading  in- 
sanity in  District  of  Columbia  and 
leaving  the  subject  to  the  States  out- 
side of  District  of  Columbia. 

GOVERNMENT  SECRECY 

The  statement  "Judge  Scalia  has  au- 
thored only  one  opinion  holding  that 
the  Government  must  release  informa- 
tion" is  misleading  in  that  it  excludes 
two  cases  where  the  effect  of  Scalia's 
ruling  is  clearly  pro  disclosure;  In 
Washington  Post  versus  HHS,  Scalia 
reversed  a  district  court  ruling  that 
the  Government  could  assert  exemp- 
tion 4  protection.  It  is  true  that  the 
result  was  remand  for  consideration  of 
the  application  of  another  exemption 
rather  than  an  order  to  release  the  in- 
formation, but  Scalia's  opinion  made 
release  more  likely.  And  in  Church  of 
Scientology    versus    IRS— the    panel 
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opinion,  rather  than  the  companion 
en  banc  one  the  report  discusses— he 
rejected  an  argument  that  26  U.S.C. 
6103  completely  preempted  the  Free- 
dom of  Information  Act  as  to  informa- 
tion within  its  scope.  Additionally, 
when  the  opinions  Scalia  joined  are  in- 
cluded, he  voted  in  favor  of  disclosure 
six  times— in  addition  to  the  two  men- 
tioned above  and  ARIEFF,  discussed 
in  the  ACLU  report.  Gulf  Oil  versus 
Brock.  Meeropol  versus  Meese,  and 
Public  Citizen  Health  Research  Group 
versus  FDA.  which  the  Public  Bar  and 
the  Legal  Times  considered  to  be  an 
important  prodisclosure  case— and 
against  eight  times. 

EXECUTIVE  POWER 

If  one  translates  the  report's  state- 
ment "Judge  Scalia  has  consistently 
prevented  plaintiffs  from  challenging 
executive  actions"  to  mean  what  it 
probably  intends,  "Judge  Scalia  takes 
a  narrower  view  than  most  judges  of 
standing  to  challenge  agency  action." 
It  is  correct  as  far  as  it  goes.  It  should 
be  noted,  however,  that  he  reversed  or 
voted  to  reverse  agencies  in  at  least  14 
cases.  In  one  of  these.  Rainbow  Navi- 
gation versus  Baldrige,  found  standing 
to  sue  and  reversed  an  executive  agen- 
cy's foreign  affairs-based  determina- 
tion. 

Mr.  BYRD.  Mr.  President,  2  years 
ago.  Judge  Antonin  Scalia  joined  in  a 
U.S.  Court  of  Appeals  opinion  which 
defined  "judicial  restraint"  as: 

The  philosophy  that  court.s  ought  not  to 
invade  the  domain  the  Constitution  marks 
out  for  democratic  rather  than  judicial  gov- 
ernance. 

That  viewpoint  was  enlarged  upon  in 
that  same  opinion  Dronenburg  v.  Zech 
(746  F.2d  1579  (1984))  with  the  further 
statement  that: 

No  court  should  create  constitutional 
rights:  That  is,  rights  must  be  derived  by 
standard  modes  of  legal  interpretation  from 
the  text,  structure,  and  history  of  the  Con- 
stitution. 

What  a  refreshing  approach  to  con- 
stitutional interpretation.  No  notions 
of  applying  contemporary  standards, 
or  today's  values,  or  20th  century  no- 
tions to  help  us  figure  out  constitu- 
tional meaning.  Just  the  plain,  old 
fashioned,  lawyerly  notion  that  the 
Constitution  means  the  same  thing 
today  as  it  did  when  it  was  crafted  by 
those  brilliant  minds  almost  200  years 
ago. 

I  would  like  to  offer  just  two  exam- 
ples of  Judge  Scalia's  application  of 
his  philosophy:  First,  a  demonstration 
of  his  approach  to  the  meaning  of  the 
Constitution;  and  then,  an  example  of 
his  exercise  of  judicial  restraint. 

In  1983,  there  was  an  appeal  before 
Judge  Scalia's  court  which  involved 
the  right  of  protesters  to  sleep  in  La- 
fayette Park,  across  from  the  White 
House.  Community  for  Non-  Violence  v. 
Watt  (703  F.2D  586  (1983);  Rev.,  468 
U.S.  288  (1984))  dissenting  from  the 
court's  majority  decision.  Judge  Scalia 


said  he  did  not  believe  that,  "sleeping 
is  or  ever  can  be  speech  for  first 
amendment  purposes.  That  this 
should  seem  a  bold  assertion  is  a  com- 
mentary upon  how  far  judicial  and 
scholarly  discussion  has  strayed  from 
common  and  commonsense  under- 
standing." 

That,  to  my  way  of  thinking,  reflects 
the  approach  of  a  strict  construction- 
ist, in  the  very  best  sense  of  that  term. 

As  an  example  of  Judge  Scalia's 
belief  in  judicial  restraint,  I  would 
remind  my  colleagues  of  his  dissenting 
opinion  in  a  death  penalty  case  in 
1983,  Chaney  v.  Heckler  (718  P.2D  1174 
(1983);  53  U.S.  Law  Week  4385  (1985)), 
in  which  the  majority  of  the  court  had 
issued  an  opinion  requiring  the  Food 
and  Drug  Administration  to  consider 
whether  the  lethal  injection  of  con- 
demned prisoners  met  F.D.A.  stand- 
ards for  safe  and  effective  drugs. 
Pointing  out  that  the  FDA  had  no  au- 
thority over  such  drugs  because  they 
were  not  the  kind  of  consumer  drugs 
that  Congress  intended  the  FDA  to 
regulate.  Judge  Scalia  wrote: 

The  condemned  prisoner  executed  by  in- 
jection is  no  more  the  "consumer"  of  the 
drug  than  is  the  prisoner  executed  by  firing 
squad  a  consumer  of  the  bullets. 

Judge  Scalia  then  went  on  to  say 
that  even  if  the  FDA  did  have  jurisdic- 
tion over  the  drugs  involved,  it  would 
also  have  the  right  to  decide  not  to  ex- 
ercise its  authority  without  being 
second  guessed  by  the  courts.  He  criti- 
cized the  courts  majority  for  interfer- 
ing in  extrajudicial  matters,  and  he 
argued  that  the  majority  s  decision 
had  "less  to  do  with  assuring  safe  and 
effective  drugs  than  with  preventing 
the  States'  constitutionally  permissi- 
ble imposition  of  capital  punishment." 

Approaching  his  task  with  that  kind 
of  philosophy,  and  with  that  kind  of 
candor.  Judge  Scalia  will  be  a  most 
welcome  addition  to  the  Supreme 
Court  of  the  United  States. 

I  am  delighted  to  vote  in  favor  of 
this  nomination. 

Mrs.  HAWKINS.  Mr.  President.  I  re- 
quest that  my  colleagues  join  me 
today  in  supporting  President  Rea- 
gan's nomination  of  Judge  Antonin 
Scalia  to  serve  as  Associate  Justice  on 
the  U.S.  Supreme  Court.  Judge  Scalia 
is  a  renowned  legal  scholar  and  judi- 
cial activist.  His  credentials  and  pro- 
fessional undertakings  have  proven 
him  a  worthy  and  well  qualified  nomi- 
nee. 

Article  II,  section  2  of  the  Constitu- 
tion instructs  the  Senate  to  make  an 
independent  decision  regarding  the 
character  and  fitness  of  every  nomi- 
nee. The  framers  did  not  intend  this 
power  of  advice  and  consent  to  war- 
rant a  vote  based  on  the  political  be- 
liefs of  nominess.  I  advocate  Judge 
Scalia's  consideration  based  on  merit. 

In  his  20  years  of  work  as  law  profes- 
sor, government  official,  and  appellate 
judge,  Antonin  Scalia  has  written  over 


20  articles  and  his  84  majority  deci- 
sions while  on  the  U.S.  Circuit  Court 
of  Appeals  for  the  District  of  Colum- 
bia have  established  him  as  an  incisive 
writer.  During  the  past  4  years  of 
judgeship  his  decisions  have  consist- 
ently displayed  integrity.  His  wisdom 
and  reverence  for  our  Constitution  are 
evidenced  in  his  treatment  of  such 
issues  as  the  first  amendment,  affirm- 
ative action,  and  the  separation  of 
powers. 

Judge  Scalia  was  educated  at  the 
University  of  Fribourg,  Switzerland, 
and  received  his  bachelor  of  arts  from 
Georgetown  University,  graduating 
summa  cum  laude  in  1957.  In  1960  he 
graduated  magna  cum  laude  from  Har- 
vard University  Law  School  where  he 
edited  the  Harvard  Law  Review.  He 
was  admitted  to  the  Ohio  Bar  in  1961 
and  the  Virginia  Bar  in  1970.  Judge 
Scalia  was  a  Harvard  University  Shel- 
don Fellow  from  1960-61  and  privately 
practiced  law  in  Cleveland,  OH,  be- 
tween 1961  and  1967. 

He  served  in  the  Nixon  administra- 
tion as  general  counsel  in  the  Office  of 
Telecommunications  Policy  and  then 
acted  as  chairman  of  the  Administra- 
tive Conference  of  the  United  States. 
Judge  Scalia  served  as  Assistant  Attor- 
ney General  in  charge  of  the  Office  of 
Legal  Counsel,  where  he  dealt  with 
subjects  such  as  the  ownership  of 
Richard  Nixon's  Presidential  papers 
and  permissible  intelligence-gathering 
activities  of  the  CIA  and  FBI.  He  also 
remained  in  close  contact  with  legal 
establishments.  He  was  a  scholar  in 
residence  at  the  American  Enterprise 
Institute  and  edited  their  Regulation 
magazine  from  1979-82.  He  also  acted 
as  chairman  of  the  American  Bar  As- 
sociation Section  of  Administrative 
Law  and  as  chairman  of  the  ABA  Con- 
ference of  Section  Chairmen.  He  has 
taught  law  at  the  University  of  Chica- 
go, Stanford  University,  Georgetown 
University,  and  the  University  of  Vir- 
ginia. 

Judge  Scalia's  experience  and  train- 
ing would  enable  him  to  consider  ex- 
pertly and  in  a  broad  historical  and 
philosophical  context  the  diverse 
array  of  Supreme  Court  issues.  He  is 
clearly  an  adept  advocate  of  his  views 
and  would  bring  to  the  Court  his  firm 
sense  of  the  Constitution  and  the  role 
of  judges  in  the  legal  system.  It  is 
without  reservation  that  I  recommend 
Judge  Antonin  Scalia  to  you  today  for 
confirmation  as  Associate  Justice  of 
the  U.S.  Supreme  Court. 

Mr.  CRANSTON.  Mr.  President, 
after  careful  consideration  I  have  de- 
cided to  support  the  nomination  of 
Antonin  Scalia  to  be  Associate  Justice 
of  the  Supreme  Court. 

I  have  given  this  nomination  the 
same  careful  scrutiny  which  I  gave  to 
the  nomination  of  William  H.  Rehn- 
quist  to  be  Chief  Justice. 
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In  fact,  as  I  have  said  more  than 
I  once  in  the  past  several  weeks,  I  be- 
llieve  the  serious  consideration  by  each 
(Senator  of  Federal  judicial  nomina- 
I  tions— especially  for  the  Supreme 
I  Court— is  a  constitutionally  required 
1  duty. 

Each  Senator  is  obligated  to  decide 
I  whether  he  will  give  or  withhold  con- 
Isent  to  the  President's  judicial  nomi- 

1 1166S. 

Earlier.  I  set  forth  at  length  my  view 
I  of  the  tests  I  thought  the  Founding 
1  Fathers  intended  us  to  see  in  render- 
ing this  judgment,  and  the  history  of 
how  the  Senate  has  carried  out  that 
I  intent. 

It  may  be  surprising  to  some  on  the 
I  other  side  of  the  aisle  that  I  have 
reached  the  conclusion  I  have— indeed, 
that  I  would  even  consider  reaching 
the  conclusion  I  have— with  respect  to 
a  strong  conservative  like  Antonin 
I  Scalia. 

In  the  debate  on  the  Rehnquist 
nomination,  some  Rehnquist  support- 
I  ers  on  this  floor  used  words  that  I  be- 
lieve demean  the  Senate  and  the  seri- 
ous deliberations  that  confirmation  of 
a  nominee  to  the  Supreme  Court 
I  should  involve. 

I  They  attempted  to  raise  suspicions 
about  the  motives  of  nearly  every  Sen- 
ator who  had  any  question  about  the 
fitness  of  the  nominee,  and  they 
blurred  over,  ignored,  misstated,  or 
argued  the  irrelevance  of  facts  leading 
to  those  questions. 

Adverse  witnesses  before  the  Judici- 
ary Committee  were  similarly  brow- 
beaten, including  those  who  came  to 
the  Judiciary  Committee  to  testify  out 
of  no  apparent  motive  except  their 
sense  of  duty  to  this  Nation. 

I  believe  such  tactics  demean  those 
who  use  them  and  demean  the  Senate. 
To  hear  a  Senator  during  the  Rehn- 
quist debate  tell  it— using  words  like 
"diatribe"  to  describe  the  speech  of  a 
Senator,  charging  that  opponents  of 
Rehnquist  "assume  the  worst  in  every- 
thing," that  they  make  "ludicrous" 
charges,  that  "they  resolve  every  am- 
biguity against  Mr.  Rehnquist"— no 
one  on  this  side  of  the  aisle,  at  least  no 
one  who  has  been  labeled  as  a  "liber- 
al" by  those  who  find  such  labels 
useful,  could  vote  to  sustain  any 
Reagan  judicial  nominee  for  the  Su- 
preme Court. 

For,  Rehnquist's  advocates  have  re- 
peatedly charged,  that  is  really  the 
.  only    judgment    opponents    of    Mr. 
Rehnquist's  nomination  were  making: 
That  he  is  too  conservative  for  us. 

Well,  Mr.  President,  that  is  not  the 
case,  and  many  of  us  opposing  the 
Rehnquist  nomination  have  told  them 
that  it  is  not  the  case. 

Those  who  autom.atically  support 
President  Reagan's  judicial  nomina- 
tions may  be  perfectly  sincere  about 
their  view  of  what  was  happening 
here. 


They  may  well  believe  that  the  only 
thing  at  issue  here  is  whether  the 
nominee  is  conservative  enough,  or  too 
conservative,  and  see  their  own  duty 
as  placing  their  rubberstamp  on  any 
nominee  to  the  bench  that  President 
Reagan  sends  us,  so  long  as  he  is  far 
enough  to  the  right,  even  though  they 
might  not  accord  the  same  courtesy  to 
another  President. 

They  may  see  it  as  a  duty  to  help 
the  President  "win,"  and  to  use  any 
available  means  to  accomplish  that 
result. 

But  that  is  not  how  I  see  my  consti- 
tutional responsibility,  Mr.  President. 
I  believe  that  each  nominee  is  entitled 
to  fair  consideration  and  that  the 
Nation  is  entitled  to  the  Senate's  con- 
sidered judgment  on  each  nomination, 
before  we  approve  awarding  the  Na- 
tion's highest  judicial  offices  to 
anyone  for  the  rest  of  his  or  her  life. 
I  believe  that  Judge  Scalia,  like  Jus- 
tice Rehnquist  before  him,  has  educa- 
tional credentials  enough,  is  bright 
enough,  and  experienced  enough  to  be 
a  Justice  of  the  Supreme  Court. 

Unlike  William  Rehnquist,  however, 
I  do  not  find  that  he  has  other  charac- 
teristics or  views,  or  that  he  has  said 
or  done  anything,  which  disqualify 
him  for  the  Supreme  Court. 

And,  Mr.  President,  that  is  in  spite 
of  the  fact  that  I  believe  that  in  some 
ways  Judge  Scalia  is  more  consefvative 
than  Justice  Rehnquist. 

I  have  examined  Judge  Scalia's  writ- 
ings and  statements  with  some  care. 

I  find  impressive  the  fact  that  he 
makes  distinctions  such  as  the  one  re- 
flected in  the  following  1984  Scalia 
statement: 

They  [conservatives!  must  decide  whether 
they  really  believe,  as  they  have  been 
saying,  that  the  courts  are  doing  too  much, 
or  whether  they  are  actually  nursing  the 
less  principaled  grievance  that  the  courts 
have  not  been  doing  what  they  [emphasis  in 
original]  want. 

I  am  prepared  to  accept  at  face 
value.  Judge  Scalia's  assurance  to  Sen- 
ator Kennedy: 

I  assure  you  I  have  no  agenda.  I  am  not 
going  on  the  Court  with  a  list  of  things  I 
want  to  do.  My  only  agenda  is  to  be  a  good 
judge. 

I  have  no  reason  to  doubt  Judge  Sca- 
lia's credibility,  as  I  did  with  Justice 
Rehnquist. 

Judge  Scalia  also  testified  before  the 
Senate  Judiciary  Committee: 

There  are  countless  laws  on  the  books 
that  I  might  not  agree  with,  aside  from 
abortion,  that  I  might  think  are  misguided, 
even  immoral.  In  no  way  would  I  let  that  in- 
fluence how  I  might  apply  them. 

I  am  prepared,  too,  to  take  this  as- 
surance at  face  value. 

I  have  no  reason  to  conclude  that 
Judge  Scalia  is  an  ideological  extrem- 
ist who  first  forms  conclusions,  then 
reasons  backward  to  justify  them. 

I  have  looked  carefully  at  decisions 
Judge  Scalia  has  rendered  on  funda- 


mental rights  and  constitutional  pro- 
tections for  civil  liberties. 

I  do  not  know  whether— if  I  were  on 
a  court  with  Judge  Scalia— I  would 
have  reached  the  same  conclusions  he 
did.  Reasonable  men  can.  and  we  prob- 
ably would  have— reached  different 
conclusions  in  many  of  those  cases,  es- 
pecially those  that  narrowly  interpret 
the  constitutional  protections  for  free- 
dom of  the  press,  individual  rights, 
and  civil  liberties. 

But  in  the  particular  framework  of 
each  of  these  cases,  I  did  not  find 
Judge  Scalia's  views  were  based  on 
prejudgment  or  ideology,  but  on  his 
interpretation  of  the  facts  before  the 
Court. 

And,  unlike  Justice  Rehnquist,  who 
so  often  dissented  alone,  even  from 
the  very  conservative  majority  of  the 
particular  Supreme  Court  on  which  he 
sits.  I  noted  that  Judge  Scalia  much 
more  often  had  the  support  of  some  or 
most  of  his  judicial  colleagues  for  his 
views. 

Were  I  the  President  of  the  United 
States,  I  would  have  found  a  different 
nominee  for  the  Supreme  Court. 

But  that  is  not  a  proper  basis  for  the 
judgment  I  am  called  upon  to  make  as 
a  U.S.  Senator. 

I  have  no  reason  to  doubt  the  truth- 
fulness, the  ethics,  or  the  fairness  of 
Judge  Scalia.  And  I  have  never  be- 
lieved, said,  or  implied  that  his  mere 
conservativeness  would  disqualify  him 
to  be  a  Justice,  even  of  this  already 
conservative  Supreme  Court. 

As  a  result,  I  will  vote  for  this  nomi- 
nation. 

Mr.  LEVIN.  Mr.  President,  2  days 
ago,  I  stated  the  reasons  for  my  oppo- 
sition to  the  nomination  of  Justice 
Rehnquist  for  Chief  Justice.  I  did  not 
oppose  Justice  Rehnquist's  nomina- 
tion because  he  is  a  "conservative."  I 
opposed  his  nomination  because,  after 
a  careful  study  of  his  record,  I  con- 
cluded that  he  doesn't  properly  recog- 
nize the  Federal  courts'  role  as  the 
guarantor  of  individual  rights,  and 
that  his  explanations  of  past  actions 
and  statements  have  not  been  candid 
or  credible. 

We  are  now  voting  on  another  Su- 
preme Court  nominee.  Judge  Antonin 
Scalia  of  the  D.C.  Circuit  Court  of  Ap- 
peals. Judge  Scalia  is  also  considered 
to  be  a  "conservative",  and  I  will  vote 
to  confirm  him. 

There  are  important  policy  issues  on 
which  Judge  Scalia  and  I  disagree.  But 
there  is  no  indication  that  this  nomi- 
nee's policy  values  are  inconsistent 
with  the  fundamental  principles  of 
American  law.  There  is  also  no  indica- 
tion that  the  nominee  is  so  controlled 
by  ideology  that  ideology  distorts  his 
judgment.  On  the  contrary,  my  im- 
pression is  that  Judge  Scalia  will  be  a 
fair  and  openminded  Supreme  Court 
Justice  who  will  listen  to  all  the  argu- 
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ments,  examine  all  the  facts,  and 
decide  cases  judicially. 

I  probably  will  not  find  all  of  his  de- 
cisions to  my  liking.  I  probably  will 
not  always  agree  with  the  reasoning 
he  uses  to  arrive  at  his  decisions.  But 
his  reasoning  is  likely  to  be  straight- 
forward, clearly  expressed,  and  worthy 
of  respect  if  not  agreement. 

I  was  somewhat  troubled  by  a  press 
account  I  read  soon  after  Judge  Sca- 
lia's  nomination  was  announced  which 
discussed  his  decision  not  to  recuse 
himself  in  a  1985  case.  Western  Union 
Telegraph  Co.  versus  FCC.  Three 
years  earlier,  Mr.  Scalia  had  per- 
formed consulting  services  for  one  of 
the  litigants  in  this  case.  AT&T.  He 
faced  the  question  of  whether  his 
prior  connection  with  AT&T  would 
bring  his  impartiality  into  doubt,  and 
whether,  therefore,  he  should  dis- 
qualify himself. 

The  Federal  statute  (title  28,  section 
455)  says  that: 

Any  justice,  judge,  or  magistrate  of  the 
United  States  shall  disqualify  himself  in  any 
proceeding  in  which  his  impartiality  might 
reasonably  be  questioned. 

Speaking  to  the  press  through  a  law 
clerk.  Judge  Scalia  said  that  his  par- 
ticipation in  Western  Union  versus 
FCC  was  proper  because  sufficient 
time  had  passed  since  his  involvement 
with  AT&T.  His  law  clerk  also  said 
that  Judge  Scalia  had  checked  with 
D.C.  Circuit  Chief  Judge  Spottswood 
W.  Robinson  HI  "to  make  sure  that  3 
years  was  an  adequate  time  period." 
(Washington  Post,  June  22,  1986) 

Since  I  wanted  to  hear  what  Judge 
Scalia  himself  had  to  say  about  this,  I 
asked  him  in  a  letter  of  July  29.  1986  if 
he  did  in  fact  consult  with  Chief 
Judge  Robinson  on  the  question  of 
whether  he  should  disqualify  himself 
from  this  case,  and  if  so,  what  advice 
the  Chief  Judge  had  given  him. 

Judge  Scalia's  answer  was  simple 
and  direct.  He  told  me  in  a  letter  of 
July  30: 

I  consulted  Chief  Judge  Robinson  on  the 
question  whether  3  years  of  disqualification 
from  matters  involving  AT&T  was  sufficient 
to  eliminate  any  appearance  of  impropriety 
arising  from  the  fact  that  I  had  done  con- 
sulting work  for  that  company  in  the  past. 
He  advised  me  that  in  his  view  3  years  was 
ample. 

This  response  satisfied  my  concerns. 
Judge  Scalia  apparently  carefully  con- 
sidered the  statute  on  disqualification, 
consulted  with  the  Chief  Judge  of  his 
Circuit,  and  concluded,  with  the  Chief 
Judge's  concurrence,  that  it  was  not 
improper  for  him  to  sit  on  the  case. 
The  decision  was  a  judgment  call,  not 
an  automatic  disqualification,  and  an- 
other judge  might  have  decided  differ- 
ently. But  I  believe  that  he  went  about 
making  this  decision  in  the  proper 
way. 

I  was  also  troubled  by  Judge  Scalia's 
response  to  a  question  at  the  news 
conference  where  his  nomination  was 


announced.  He  seemed  to  stumble 
when  asked  questions  about  whether 
he  had  gone  through  a  screening  proc- 
ess conducted  by  the  Justice  Depart- 
ment or  whether  any  administration 
officials  had  posed  questions  to  him 
regarding  his  views  on  specific  issues. 

Because  I  feel  so  strongly  that  this 
type  of  "prescreening"  process  threat- 
ens the  independence  of  the  Federal 
judiciary.  I  decided  to  ask  the  nominee 
directly  whether  he  had  gone  through 
such  a  process.  In  a  letter  of  August 
15,  1986.  I  asked  Judge  Scalia  the  fol- 
lowing question: 

Did  any  employees  of  the  Executive 
Branch  or  individuals  at  the  request  of  em- 
ployees of  the  Executive  Branch  ask  you 
any  questions  about  your  position  on  issues 
that  might  come  before  the  Supreme  Court? 
If  so.  please  list  the  issues  mentioned,  the 
persons  who  mentioned  them  and  your  an- 
swers. 

Judge  Scalia  responded  to  me  on 
August  19.  Again,  his  response  was 
straightforward: 

In  connection  with  my  nomination.  I  have 
been  asked  no  question  by  any  Executive 
Branch  employee  concerning  issues  that 
might  come  before  the  Supreme  Court,  nor, 
to  my  knowledge,  have  I  been  asked  any 
such  question  by  an  individual  at  the  re- 
quest of  an  Executive  Branch  employee. 

I  was  satisfied  with  this  response  of 
Judge  Scalia's.  I  have  seen  no  other 
evidence  indicating  that  he  was  ques- 
tioned by  administration  officials  con- 
cerning his  views  on  particular  issues, 
and  I  believe  his  denial  of  having  been 
questioned  in  this  way. 

This  nominee  clearly  has  outstand- 
ing intellectual  ability.  I  have  found 
nothing  to  indicate  that  he  lacks  in- 
tegrity. I  will  vote  to  confirm  Judge 
Scalia  as  an  Associate  Justice  of  the 
Supreme  Court. 

Mr.  DOMENICI.  Mr.  President,  it  is 
a  distinct  pleasure  to  rise  in  support  of 
the  nomination  of  Antonin  Scalia  to 
be  Associate  Justice  of  the  Supreme 
Court  of  the  United  States. 

Judge  Scalia  is  a  man  of  strong  intel- 
lect, integrity,  leadership,  and  achieve- 
ment. In  his  4  years  on  the  court  of 
appeals,  he  has  demonstrated  that  his 
powers  of  legal  analysis  and  his  writ- 
ing abilities  are  of  the  highest  quality. 
By  his  qualifications,  experience,  and 
character,  he  has  proven  himself  to  be 
worthy  of  the  position  of  Justice  of 
the  Supreme  Court. 

A  Supreme  Court  Justice  must  be  a 
person  with  unquestioned  integrity:  he 
or  she  must  be  honest,  ethical,  and 
fair. 

A  Supreme  Court  Justice  must  be  a 
person  with  strength  of  character:  he 
or  she  must  possess  the  courage  to 
render  decisions  in  accordance  with 
the  Constitution  and  the  laws  of  the 
United  States. 

A  Supreme  Court  Justice  must  be  a 
person  with  human  compassion:  he  or 
she  must  respect  both  the  rights  of 
the  individual  and  the  rights  of  society 


and  must  be  dedicated  to  providing 
equal  justice  under  the  law. 

A  Supreme  Court  Justice  must  be  a 
person  with  proper  judicial  tempera- 
ment: he  or  she  must  understand  and 
appreciate  the  genius  of  our  Federal 
system  and  of  the  delicate  checks  and 
balances  between  the  branches  of  the 
National  Government. 

Judge  Scalia  possesses  these  quali- 
ties. 

Judge  Scalia  has  had  a  distinguished 
career.  Few  individuals  have  been  ap- 
pointed to  the  Supreme  Court  with 
the  outstanding  qualifications  that 
Judge  Scalia  possesses.  It  is  a  telling 
comment  that  the  Judiciary  Conunit- 
tee.  which  reviewed  this  nomination, 
came  to  the  unanimous  conclusion 
that  Judge  Scalia  should  be  confirmed 
by  this  body. 

The  report  on  the  nomination  also 
testifies  to  Judge  Scalia's  outstanding 
qualifications.  You  see.  it's  only  two 
sentences  long.  This  doesn't  mean  that 
the  Judiciary  Committee  didn't  care- 
fully review  Judge  Scalia's  qualifica- 
tions. To  the  contrary,  they  made  an 
exhausting  review.  Anyone  who  has 
been  around  this  body  for  any  length 
of  time  knows  that  the  shorter  the 
report,  the  less  controversy  there  is 
about  the  nomination.  It's  only  when 
someone  has  something  bad  to  say 
that  we  write  a  long  report.  When  ev- 
eryone is  in  agreement  that  the  nomi- 
nee is  well-qualified,  we  write  up  a 
short  report.  So  the  good  news  for 
Judge  Scalia  is  that  the  report  on  his 
nomination  is  only  two  sentences  long. 

But  I  can't  help  but  feel  that  we 
have  short-changed  Judge  Scalia  a 
little  bit.  The  public  is  entitled  to 
know  just  how  exceptionally  well 
qualified  Judge  Scalia  is.  I'd  like  to 
take  a  few  moments  to  review  those 
qualifications. 

Judge  Scalia  attended  Georgetown 
University  and  graduated  summa  cum 
laude.  He  graduated  magna  cum  laude 
from  Harvard  Law  School,  where  he 
was  the  notes  editor  of  the  Harvard 
Law  Review.  After  graduating  from 
law  school,  he  served  as  a  graduate 
fellow  at  Harvard.  He  then  was  associ- 
ated with  the  prestigious  Cleveland 
law  firm  of  Jones.  Day.  Cockley  & 
Reavis  for  6  years.  Subsequently,  he 
taught  law  at  the  University  of  Virgin- 
ia before  becoming  general  counsel  of 
the  Office  of  Telecommunications 
Policy.  He  also  served  as  Chairman  of 
the  Administrative  Conference  of  the 
United  States.  In  1974,  he  was  ap- 
pointed Assistant  Attorney  General  in 
charge  of  the  Office  of  Legal  Counsel 
in  the  Ford  administration.  He  then 
taught  law  at  the  University  of  Chica- 
go School  of  Law.  He  also  was  a  visit- 
ing professor  at  Stanford  Law  School 
and  Georgetown  Law  Center,  a  visiting 
scholar  at  the  American  Enterprise  In- 
stitute, and  chairman  of  the  adminis- 
trative law  section  of  the  American 
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Bar  Association.  In  1982.  President 
Reagan  appointed  him  to  the  U.S. 
Court  of  Appeals  for  the  District  of 
Columbia  Circuit,  considered  by  many 
to  be  the  preeminent  circuit  court  in 
the  Nation.  He  has  served  on  that 
court  with  distinction  since  then.  That 
is  many  lifetimes  worth  of  achieve- 
ment for  most  of  us. 

Judge  Scalia  is  a  man  of  outstanding 
intellectual  abilities.  Anybody  who 
doubts  that  should  go  look  at  the 
copies  of  the  Federal  Reporter  which 
contain  his  legal  opinions.  As  a  scholar 
and  a  judge,  he  has  made  many  contri- 
butions to  our  jurisprudence  on  ad- 
ministrative law,  separation  of  powers, 
libel  and  slander  law.  and  many  other 
areas.  Judge  Scalia.  by  all  accounts,  is 
well  respected  by  his  colleagues  on  the 
bench.  He  is  a  legal  scholar  with  few 
equals  and  has  served  very  capably  on 
the  court  of  appeals. 

In  sum.  Judge  Scalia  is  eminently 
qualified  for  the  position  for  which  he 
has  been  nominated.  He  has  had  a  dis- 
tinguished career  so  far,  and  now  he  is 
properly  poised  to  proceed  to  the  pin- 
nacle of  his  profession. 

I  know  that  some  Members  of  this 
body  have  strong  ideological  differ- 
ences with  Judge  Scalia.  I  respect 
them  for  that.  It  is  heartening  to  see. 
however,  that  the  Members  of  this 
body  realize  that  the  vote  on  this  nom- 
ination should  rest  on  whether  Judge 
Scalia  is  qualified,  not  whether  a  ma- 
jority of  this  body  agrees  or  disagrees 
with  his  personal  philosophy. 

Under  the  Constitution,  the  Senate 
has  the  duty  to  offer  "advice  and  con- 
sent" on  judicial  nominees.  Congress 
must  scrutinize  the  nominee  to  deter- 
mine whether  he  or  she  possesses  the 
qualities  that  the  people  have  a  right 
to  expect  in  judges.  Congress,  howev- 
er, must  respect  a  President's  right  to 
appoint  qualified  persons  to  the  judici- 
ary. 

There  is  an  important  reason  for  the 
Senate  to  respect  the  President's 
choices  of  qualified  judicial  nominees. 
Our  constitutional  system  is  a  marvel- 
ous set  of  checks  and  balances.  One  of 
the  checks  on  the  power  of  the  judici- 
ary is  power  of  the  President  to  ap- 
point men  and  women  who  share  his 
vision  of  the  nature  of  our  society  and 
the  role  of  Government. 

As  long  as  a  nominee  is  otherwise 
qualified,  the  nominee's  personal  phi- 
losophy should  not  be  a  consideration 
unless  that  philosophy  undermines 
the  fundamental  principles  of  our  con- 
stitutional system  or  the  nominee's 
dedication  to  his  or  her  ideological 
principles  is  so  strong  that  he  or  she 
cannot  be  an  impartial  judge.  In  the 
absence  of  such  concerns,  the  Senate 
must  respect  the  right  of  a  President 
to  nominate  qualified  candidates  of  his 
choosing. 

The  evidence  of  Judge  Scalia's  com- 
mitment to  our  constitutional  system 
and  his  ability  to  judge  impartially  is 


abundantly  clear  from  his  tenure  on 
the  court  of  appeals.  His  personal  ide- 
ology, therefore,  should  play  no  role  in 
our  decision  on  whether  to  confirm 
him. 

I  would  also  like  to  add  that  it  is  a 
distinct  pleasure  for  me  to  speak  on 
Judge  Scalia's  behalf  because  he  is  a 
personal  friend.  I'm  sure  my  col- 
leagues have  read  the  wonderful  trib- 
utes to  Judge  Scalia.  Every  time  you 
read  one  of  these,  you  see  terms  such 
as  articulate,  energetic,  gregarious,  in- 
telligent, and  quick-witted.  I  can 
assure  you  that  these  descriptions  are 
100  percent  accurate. 

Judge  Scalia's  nomination  is  mean- 
ingful to  me  for  another  reason,  as  he 
is  the  first  American  of  Italian  extrac- 
tion to  be  nominated  to  serve  on  the 
Supreme  Court.  This  is  a  magnificent 
symbol  to  the  Italian-Americans  of 
this  Nation  that  they  truly  can  share 
in  all  that  this  great  country  has  to 
offer. 

President  Reagan  has  repeatedly 
said  that  he  will  pick  the  very  best 
men  and  women  he  can  find  to  serve 
on  our  Nation's  courts.  In  this  case,  he 
has  fulfilled  that  promise.  Judge 
Scalia  is  the  very  best. 

In  this  case,  the  best  also  happens  to 
be  of  Italian  extraction.  Judge  Scalia's 
father  came  here  from  Italy  as  a 
young  man.  His  mother  also  was  the 
daughter  of  immigrants  from  Italy. 
There  are  millions  of  Italian-Ameri- 
cans in  this  country,  many  of  whom 
started  with  nothing,  many  of  whom 
started  with  immigrant  parents  who 
may  not  have  been  able  to  read  or 
write  English,  such  as  mine. 

Obviously,  it  is  with  great  pride  that 
we  witness  one  who  shares  our  history 
and  our  traditions  nominated  to  serve 
on  the  highest  court  of  the  Nation.  Of 
course.  Italian- Americans  are  Ameri- 
cans first  and  last.  It  is  because  we  are 
Americans  that  we  applaud  a  fellow 
Italian-American's  achievement  of  the 
American  dream.  This  is  truly  a  suc- 
cess for  Italian-Americans  and  obvi- 
ously a  magnificent  success  for  the 
American  tradition.  I  have  no  doubt 
that  Judge  Scalia  will  serve  with  dis- 
tinction on  the  Supreme  Court  and 
will  make  all  Americans  proud  to  call 
him  one  of  their  own. 

Mr.  President,  a  nominee  for  Su- 
preme Court  Justice  of  the  United 
States  must  possess  the  highest  stand- 
ards of  integrity,  ethics,  and  commit- 
ment to  the  cause  of  justice.  He  or  she 
must  be  an  individual  of  proven  ability 
and  judgment.  Judge  Scalia  has  been 
thoroughly  examined  to  determine 
whether  he  possesses  these  qualities, 
and  he  has  not  been  found  wanting.  I. 
therefore,  wholeheartedly  support  this 
nomination  and  urge  my  colleagues  to 
do  the  same. 

I  thank  the  Chair. 

Mr.  DOLE.  This  will  be  the  last  vote 
this  evening. 


The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  desiring  to 
be  heard  on  this  matter? 

If  not.  the  question  is.  "Shall  the 
Senate  advise  and  consent  to  the  nom- 
ination of  Antonin  Scalia  to  be  Associ- 
ate Justice  of  the  Supreme  Court  of 
the  United  States?" 

The  yeas  and  nays  have  been  or- 
dered and  the  clerk  will  call  the  roll. 

The  assistant  legislative  clerk  called 
the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  and 
the  Senator  from  Arizona  [Mr.  Gold- 
water]  are  necessarily  absent. 

I  further  announce  that,  if  present 
and  voting,  the  Senator  from  Utah 
[Mr.  Garn]  would  each  vote  'yea". 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber desiring  to  vote? 

The  result  was  announced— yeas  98. 
nays  0.  as  follows: 

[Rollcall  Vote  No.  267  Ex.] 


YEAS-98 

Abdnor 

Gore 

Metzenbaum 

Andrews 

Gorton 

Mitchell 

Armstrong 

Gramm 

Moynihan 

Baucus 

Grassley 

Murkowski 

Benlsen 

Harkin 

Nickles 

Biden 

Hart 

Nunn 

Bingaman 

Hatch 

Packwood 

Boren 

Hatfield 

Pell 

Boschwitz 

Hawkins 

Pressler 

Bradley 

Hecht 

Proxmire 

Broyhill 

Heflin 

Pryor 

Bumpers 

Heinz 

Quayle 

Burdick 

Helms 

Riegle 

Byrd 

Hollings 

Rockefeller 

Chafee 

Humphrey 

Roth 

Chiles 

Inouye 

Rudman 

Cochran 

Johnston 

Sarbanes 

Cohen 

Kassebaum 

Sa&ser 

Cranslon 

Kasten 

Simon 

DAmato 

Kennedy 

Simpson 

Dan  forth 

Kerry 

Specter 

DeConcini 

Lautenberg 

Stafford 

Denton 

Laxalt 

Stennis 

Dixon 

Leahy 

Stevens 

Dodd 

Levin 

Symms 

Dole 

Long 

Thurmond 

Domenici 

Lugar 

Trible 

Durenberger 

Mathias 

Wallop 

Eagleton 

Maisunaga 

Warner 

Evans 

Mattingly 

Weicker 

Exon 

McClure 

Wilson 

Ford 

McConnell 

Zorinsky 

Glenn 

Melcher 

NOT  VOTING- 

-2 

Garn 

Goldwater 

So  the  nomination  was  confirmed. 

D  2220 

Mr.  THURMOND.  Mr.  President.  I 
move  to  reconsider  the  vote  by  which 
the  nomination  was  confirmed. 

Mr.  DOLE.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  THURMOND.  Mr.  President.  I 
ask  unanimous  consent  that  the  Presi- 
dent be  immediately  notified  that  the 
Senate  has  confirmed  the  nominations 
of  Chief  Justice  Rehnquist  and  Justice 
Sc&li£t 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
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LEGISLATIVE  SESSION 

Mr.  DOLE.  Mr.  President.  I  ask 
unanimous  consent  that  the  Senate 
resume  legislative  session. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  Senate  resumed  legislative  ses- 
sion. 


OMNIBUS  BUDGET 
RECONCILIATION  ACT.  1987 

Mr.  DOLE  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
majority  leader. 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate 
turn  to  the  consideration  of  Calendar 
No.  750,  S.  2706,  the  Budget  Reconcili- 
ation Act. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered. 

The  clerk  will  report. 

The  assistant  legislative  clerk  read 
as  follows: 

A  bill  (S.  2706)  to  provide  for  reconcilia- 
tion pursuant  to  section  2  of  the  concurrent 
resolution  on  the  budget  for  fiscal  year  1987 
(S.  Con.  Res.  120.  99th  Congress). 

The  Senate  proceeded  to  the  imme- 
diate consideration  of  the  bill. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  DOMENICI  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Mexico  is  recog- 
nized. 

Mr.  DOMENICI.  Mr.  President,  I 
wonder  if  the  distinguished  majority 
leader  will  assign  the  time  to  the  Sena- 
tor from  New  Mexico  to  handle  the 
bill  as  prescribed  by  the  Budget  Act. 

Mr.  BYRD  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
minority  leader  is  recognized. 

Mr.  BYRD.  Mr.  President,  I  will 
assign  a  time  on  this  side  to  Mr. 
Chiles.  I  take  it  there  will  be  no  more 
than  brief  opening  statements  this 
evening. 

Mr.  DOLE.  Mr.  President,  I  will 
assign  time  on  this  side  to  the  distin- 
guished chairman  of  the  Budget  Com- 
mittee, Senator  Domenici. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Mexico. 

Mr.  DOMENICI.  Mr.  President,  we 
are  not  going  to  use  a  lot  of  time  here 
tonight  on  this  reconciliation  bill.  But 
let  me  just  give  a  quick,  brief  summary 
of  what  it  is  and  where  we  are,  and 
why  we  are  calling  it  up. 

First  of  all,  I  think  everybody  should 
know  that  this  is  a  reconciliation  bill 
that  was  reported  out  by  the  various 
committees  of  the  U.S.  Senate  pursu- 
ant to  the  budget  resolution.  Conse- 
quently, it  is  a  bona  fide  reconciliation 
bill  as  prescribed  by  the  Budget  Act 
and  its  various  amendments.  It  is 
therefore  under  a  time  agreement  as 
stated  in  that  law,  and  subject  to  cer- 


tain constraints  and  limitations  with 
reference  to  amendments. 

As  I  understand  it.  unless  the  U.S. 
Senate  decides  to  change  the  rule, 
there  are  20  hours  of  debate  equally 
divided,  and  amendments  are  limited 
both  as  to  time  and  scope. 

This  reconciliation  bill  is  the  result 
of  a  budget  resolution  earlier  in  the 
year  that  sought  to  bring  the  deficit 
within  the  prescribed  reduction  levels 
of  the  Gramm-Rudman-Hollings  Defi- 
cit Reduction  Limitation  Act. 

The  scoring  now,  if  you  were  to  cost 
it  out  to  see  what  it  does  to  the  deficit, 
is  about  $3.4  to  $3.7  billion.  I  regret  to 
tell  the  Senate  that  even  if  we  passed 
it  in  its  current  form  in  its  entirety, 
and  clearly  there  are  many  controver- 
sial measures  within  it,  but  even  if  we 
did,  it  would  be  a  long  way  from  com- 
pliance. It  would  be  many  billions  of 
dollars  short  of  what  is  required  at  the 
present  time  to  avoid  an  across-the- 
board  sequester  that  is  currently  pend- 
ing by  way  of  an  order  at  the  desk  of 
$19.4  billion  in  outlays  equally  divided 
between  defense  as  prescribed  in  the 
law,  and  domestic  programs  that  are 
not  exempt  across  the  board. 

It  is  a  long  ways  from  what  we  will 
need  even  under  our  projections  for 
the  rest  of  the  year.  Nonetheless,  the 
Senate  should  understand  that  Friday 
before  we  recess  this  U.S.  Senate, 
there  is  a  rather  onerous  task  con- 
fronting us. 

Pending  at  the  desk  is  the  across- 
the-board  temporary  sequester  that 
would  comply  with  the  Budget  Act  at 
this  point  in  history  and  bring  the  def- 
icit as  of  now  based  upon  all  things 
that  have  transpired  down  to  $144  bil- 
lion. It  is  going  to  be  very  dificult  for 
us  to  avoid  voting  on  that  sequester. 
But  we  have  been  working  in  a  biparti- 
san manner.  Senator  Chiles  advising 
his  side  of  the  aisle,  and  I  advising  our 
side  on  the  Friday  event,  that  tempo- 
rary sequester,  what  it  really  means, 
and  how  we  might  in  a  bona  fide 
manner  seek  to  avoid  a  sequester  by 
producing  additional  savings  to  this 
$3.7  billion  reconciliation  bill  so  as  to 
put  us  in  a  position  where  we  could 
say  to  ourselves  and  to  the  people  of 
this  country,  we  do  not  need  the  se- 
quester because  we  did  our  work. 

We  got  the  requisite  savings  and 
asset  sales  and/or  revenues  all  added 
up  which  will  avoid  a  sequester  and 
still  permit  us  to  say  we  are  within  the 
$154  billion  limit  that  we  will  expect 
to  comply  with  by  the  beginning  of 
the  next  fiscal  year,  October  1,  or 
thereabouts. 

I  might  say  this  is  going  to  require 
some  cooperation  on  the  part  of  the 
Senate  because  obviously  we  have  a 
bill  that  is  difficult  to  amend  presently 
before  us,  that  does  not  do  the  job, 
that  needs  to  have  some  dramatic  sur- 
gery performed,  and  clearly  amend- 
ments are  difficult  unless  we  do  that 
by  way  of  some  consent  to  put  a  pack- 


age before  the  Senate,  and  indeed  to 
give  Senators  some  prerogatives  that 
they  may  not  have  under  reconcilia- 
tion to  prescribe  amendments  that 
they  may  desire  over  those  that  are 
either  in  the  bill  or  those  that  might 
be  prescribed  by  leadership,  either 
from  this  side  or  jointly,  as  we  move 
through  this  effort. 

Do  we  have  a  prescription  ready  to 
offer  to  the  Senate  to  modify  and  en- 
hance this  bill  so  that  it  will  do  the 
job? 

D  2230 

The  answer  is  "No." 

Can  we  get  one  in  time  to  at  least 
urge  the  Senators  not  to  insist  upon  a 
sequester  vote  because  we  are  on  the 
way? 

The  answer  is  "No." 

Can  we  get  there  by  Friday? 

The  answer  is  "Yes,"  we  can.  We  are 
working  on  that  now.  We  have  spent  a 
lot  of  time  today  with  various  Mem- 
bers who  have  ideas,  who  have  submit- 
ted through  their  respective  commit- 
tees ideas  on  how  to  get  there,  but  we 
surely  do  not  have  any  kind  of  concur- 
rence by  way  of  a  leadership  package. 

I  am  hopeful  that  Senators  will 
begin  to  understand.  No.  1,  What  is  in 
this  package.  Some  onerous  things  are 
in  it:  a  cigarette  tax  that  the  P»resident 
says  he  does  not  want;  a  cigarette  tax 
that  many  Members  of  the  Senate  do 
not  want.  That  is  about  $1.8  billion,  to 
my  recollection,  in  the  first  year  of  the 
$3.7  billion  in  the  bill. 

In  addition,  there  are  a  lot  of  add- 
ons that  cost  money.  There  are  some 
provisions  that  save  money.  The  net 
effect  is  $3.7  that  I  described  hereto- 
fore to  the  Senate. 

Let  me  say  that  since  we  have  20 
hours  of  debate  of  the  type  described 
in  the  Budget  Act— some  things  do  not 
count  against  it,  so  it  will  take  a  very 
long  time  to  use  20  hours— I  asked  the 
leader  to  go  ahead  and  call  it  up  to- 
night. The  distinguished  ranking 
member  of  the  committee.  Senator 
Chiles,  was  in  accord,  that  we  ought 
to  proceed  and  use  up  some  time, 
using  this  to  get  ourselves  informed 
and  to  ask  the  Senators  when  we 
speak  with  them  tomorrow  about  this 
to  consider  helping  us  as  we  need  some 
consent.  We  are  not  ready  for  any- 
thing like  that,  but  we  are  going  to 
need  it. 

Our  goal,  and  it  is  shared  by  the 
White  House,  it  seems  to  be  somewhat 
shared  by  the  House  of  Representa- 
tives, is  that  we  ought  to  turn  this  $3.7 
billion  savings  bill  into  a  bill  that  will 
reduce  deficits  by  about  $14.5  billion. 

Prom  what  I  hear,  the  House  has 
been  talking— and  I  am  only  talking 
about  some  papers  I  have  seen,  some 
verbal  exchanges— has  been  talking 
about  perhaps  some  $15  billion.  We 
are  in  the  ball  park. 
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I  can  tell  the  Senate  if  we  are  able  to 
put  one  together  in  the  $14.5  billion 
range,  I  believe  we  can  predict  with 
high  probability  that  there  would  not 
be  a  sequester  at  the  end  of  the  year 
and  perhaps  we  would  not  have  to  vote 
on  the  temporary  one  which  clearly  is 
the  temporary  gun  at  our  heads 
saying,  "If  you  do  not  fix  it,  it  is  al- 
ready done.  You  voted  on  it  and  you 
have  to  take  the  consequences." 

How  close  to  that  package?  Well.  I 
do  not  think  I  would  want  to  catego- 
rize it.  We  have  been  close  and  it  turns 
out  to  be  very  far.  But  I  believe  there 
is  a  range  of  proposals,  all  of  which 
added  together  have  the  probability  of 
getting  us  there.  My  hope  is  it  can  be 
done  in  a  bipartisan  manner  when  we 
start  work  on  it  tomorrow.  My  hope  is 
that  we  may  begin  some  discussions 
with  some  House  leaders  about  how 
they  seek  to  do  it  as  we  wind  this  ses- 
sion down,  not  to  be  there  with  two 
reconciliation  bills  that  are  terribly 
different  and  yet  be  telling  ourselves 
that  in  the  next  11  or  12  working  days 
we  can  get  our  jobs  done. 

Everyone  knows  we  still  have  to  ap- 
propriate, we  still  have  to  do  the  rec- 
onciliation bill,  and  we  still  have  the 
tax  reform.  Besides  those  three  big 
pieces,  there  are  a  lot  of  other  things 
we  have  to  do.  I  would  hope  we  can 
begin  an  exchange  with  the  House  to- 
morrow and  see  if  we  can  get  this  into 
the  proximity  of  both  seeking  the 
same  amount  of  money.  Perhaps  we 
can  agree  on  that.  And  then  perhaps 
some  parameters  on  how  we  might  put 
it  together. 

That  is  about  all  I  know  now.  We 
have  not  kept  any  secrets.  We  have  ad- 
vised the  Senators  and  advised  the 
press  of  how  we  arrived  at  the  $14.5 
billion  that  is  necessary  to  avoid  a  se- 
quester. We  have  a  suggested  list  of 
ways  to  get  there.  Some  are  noncon- 
troversial,  but  the  sum  total  of  the 
noncontroversials  do  not  do  the  job  so 
there  is  a  bunch  of  controversial  ones 
that  we  have  not  agreed  upon  yet. 

I  have  seen  some  preliminary  House 
ideas  and  clearly  they  are  different 
from  some  of  ours.  That  is  why  I  am 
hopeful  we  will  use  up  some  time.  Ev- 
eryone ought  to  understand  with  the 
passage  of  each  hour  of  the  20  hours 
of  debate  we  get  closer  to  that  day 
Friday  when  we  have  to  vote  on  the 
sequester  of  $19.4  billion.  Very  little 
escapes  that.  Everybody  knows  what  is 
immune  and  everybody  knows  what  is 
in. 

Plenty  of  domestic  programs  will  be 
cut  dramatically.  Defense  will  be  cut 
dramatically  from  this  year's  level. 
Frankly,  I  do  not  think  there  are  very 
many  people  who  think  either  of  those 
cuts  on  either  the  defense  or  the  do- 
mestic side  are  prudent  or  good  policy, 
either  domestically  or  from  the  stand- 
point of  our  national  defense.  So  we 
want  to  avoid  that.  We  will  do  our 
very  best. 


From  my  standpoint  I  want  to  say  to 
our  appropriators  who  work  very  hard 
to  get  appropriations  bills  through 
that  I  am  going  to  try  in  this  process, 
as  I  have  historically,  not  to  involve 
the  appropriations  process  and  the  ap- 
propriations bills  in  this  reconciliation. 
They  have  enough  problems  getting  a 
continuing  resolution  and  negotiating 
with  the  White  House  on  both  policy 
and  money  matters.  I  think  that  can 
take  care  of  itself.  They  have  targets 
which  are  pretty  well  established  and 
the  White  House  can  look  over  their 
shoulder  and  tell  them  what  they  will 
accept  and  what  they  will  not.  We 
ought  to  get  on  with  this  in  another 
way. 

At  this  point  I  clearly  do  not  intend 
in  any  way  to  involve  this  reconcilia- 
tion in  their  process.  Quite  to  the  con- 
trary, I  am  hopeful  that  we  will  have 
enough  in  this  $14.5  billion  to  $15  bil- 
lion which  we  seek  to  permit  the  ap- 
propriations to  run  a  normal  course, 
even  if  it  is  in  a  continuing  resolution, 
to  accommodate  to  the  allocations 
that  are  presently  there  as  mandatory 
targets  under  the  Budget  Act. 

Some  people  do  not  like  that  whole 
process;  they  think  we  are  spending 
too  much.  Others  think  we  are  not 
spending  enough.  But  basically  the  ap- 
propriations bills  have  come  in  in 
every  respect— defense,  foreign  aid, 
foreign  assistance,  and  all  domestic 
functions— right  on  target  in  terms  of 
outlays  as  prescribed  by  the  U.S. 
Senate  when  they  voted  in  the  budget 
resolution.  I  do  not  think  we  ought  to 
use  reconciliation  to  put  another 
burden  on  that.  Let  it  run  its  course. 

Having  said  that,  Mr.  President,  I 
have  nothing  further  to  say.  I  do  not 
know  when  the  leader  will  call  us  back 
in  but  I  will  need  some  time  to  negoti- 
ate. We  will  have  one  of  the  Budget 
Committee  people  handle  it  for  me  in 
the  morning  as  we  try  to  work  out 
some  compromises.  At  this  point  I 
yield  the  floor. 

Mr.  GORTON.  Mr.  President,  today 
the  Senate  takes  up  the  Budget  Rec- 
onciliation Act  for  1986. 1  must  confess 
to  mixed  feelings  at  this  moment.  I 
commend  Senator  Domenici,  the 
chairman  of  the  Budget  Committee, 
and  his  Democratic  counterpart  Sena- 
tor Chiles,  for  the  hard  work  and 
leadership  they  have  demonstrated  in 
bringing  the  process  this  far.  But  I 
fear  that  the  package  that  is  about  to 
be  laid  before  us  is  defective  in  one 
critical  aspect— namely,  its  failure  to 
reduce  the  deficit  sufficiently  to  avoid 
across-the-board  spending  cuts  that 
will  otherwise  be  required  under  the 
Gramm-Rudman-Holllngs  Act. 

I  have  fought  as  tenaciously  and 
consistently  as  any  member  of  the 
Senate  to  eliminate  the  Federal 
budget  deficit.  But  I  do  not  want  to 
see  across-the-board  spending  reduc- 
tions implemented.  They  do  not  re- 
flect this  body's  considered  will,  and 


they  iare  not,  I  believe,  generally  fa- 
vored among  our  constituents  in  gen- 
eral. It  is  our  task  to  ensure  that  these 
across-the-board  spending  cuts  are 
avoided,  by  enacting  budget  measures 
sufficient  to  reach  the  deficit  goal 
without  triggering  these  reductions. 

Unfortunately,  the  bill  that  stands 
before  us  today  will  not  meet  this  re- 
quirement. As  it  stands,  it  clearly  does 
not  yield  enough  deficit  reduction  to 
permit  us  to  avoid  the  across-the- 
board  spending  reduction  of  Gramm- 
.  Rudman-Hollings.  It  is  my  hope, 
therefore,  that  we  may  be  able  to 
modify  the  bill  over  the  next  several 
days  to  generate  enough  savings  to 
avoid  the  across-the-board  spending 
cuts  otherwise  required  by  the 
Gramm-Rudman-HoUings  Act.  I  In- 
tend to  support  this  effort. 


NOMINATION  OF  WILLIAM 

REHNQUIST  TO  CHIEF  JUSTICE 
OF  THE  U.S.  SUPREME  COURT 

Mr.  HEINZ.  Mr.  President,  the 
Senate  has  few  graver  responsibilities 
than  its  constitutional  obligation  to 
advise  and  consent  with  respect  to  ju- 
dicial nominations.  This  responsibility 
is  particularly  grave  in  the  confirma- 
tion of  the  Chief  Justice  to  the  High- 
est Court  in  our  land— the  Supreme 
Court. 

We.  as  Senators,  are  legislators.  The 
Supreme  Court  is  all  too  often  called 
upon  to  determine  the  meaning  of 
what  we  write  as  law.  The  Justices' 
impact  in  interpreting  the  Constitu- 
tion>— and  the  paramount  importance 
of  their  decisions— is  even  more  pro- 
found. The  Chief  Justice  of  the  Su- 
preme Court  may  have  no  more  than  a 
single  vote  out  of  nine— the  same 
weight  as  his  or  her  colleagues— and 
yet  the  position  of  the  Chief  Justice  is 
one  in  which  we  repose  extraordinary 
esteem,  respect  and  trust. 

Our  Constitution  provides  for  nomi- 
nation by  the  President  and  the  advice 
and  consent  of  the  Senate.  Both  re- 
sponsibilities are  far  reaching,  their 
weight  immense.  The  Senate's  consti- 
tutional duty  demands  that  we  in  the 
Senate  consent  to  a  nominee  for  the 
position  of  Chief  Justice  only  if  his  or 
her  qualifications— that  is.  scholar- 
ship, legal  acumen,  professional 
achievement,  wisdom,  integrity,  fideli- 
ty to  the  law  and  commitment  to 
uphold  our  Constitution— are  of  the 
highest  order.  I  take  this  task  most  se- 
riously. It  is  too  important  a  decision 
for  either  partisan  loyalty  or  partisan 
gain  to  play  a  part. 

Mr.  President,  the  question  before 
us  is  whether  to  approve  the  nomina- 
tion of  Justice  William  H.  Rehnquist 
to  serve  as  Chief  Justice  of  the  U.S. 
Supreme  Court?  I  think  it  important 
to  note  clearly  and  exactly  what  we 
are  and  are  not  doing  here  today  when 
we  cast  our  votes. 
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The  question  before  us  is  not  wheth- 
er Justice  Rehnquist  should  be  on  the 
Supreme  Court.  He  already  is  on  the 
Court.  Nothing  we  do  here  today  will 
change  that  fact.  Rather,  the  decision 
we  are  called  upon  to  make  is  whether 
to  elevate  Justice  Rehnquist  to  first 
among  equals  as  Chief  Justice. 

1  have  some  serious  differences  with 
Justice  Rehnquist's  philosophy.  If  I 
were  a  Justice,  I  would,  perhaps  often, 
find  myself  opposing  Justice  Rehn- 
quist's position.  Had  I  been  on  the 
Court,  I  would  for  example  have  found 
myself  in  opposition  to  his  position  on 
Bob  Jones  University  (1983),  Batson 
versus  Kentucky  (1986),  Keyes  versus 
School  District  No.  1  (1973),  and  other 
cases  demanding  a  clear  interpretation 
of  the  equal  protection  clause  of  the 
14th  amendment  against  the  multiple 
manifestations  of  racial  discrimina- 
tion. By  the  same  token,  I  would  have 
argued  vigorously  against  his  position 
in  landmark  sex  discrimination  cases 
such  as  Turner  versus  Department  of 
Employment  Security  (1975),  Duren 
versus  Missouri  (1979),  and  Taylor 
versus  Louisiana  (1975). 

The  heart  of  these  and  my  other  dis- 
agreements with  Justice  Rehnquist,  I 
expect,  is  his  generally  broad  rejection 
of  the  doctrine  of  incorporation. 

While  Justice  Rehnquist  may  take 
the  narrowest  interpretation  of  "incor- 
poration" of  any  person  on  the  Court, 
in  fairness  to  his  view,  there  are 
others  on  the  Court  today— a  majority 
from  time  to  time— who  are  also  strict 
in  limiting  the  application  of  the  doc- 
trine of  incorporation.  That  school  of 
thought,  though  I  may  disagree  with 
many  of  the  conclusions  it  leads  to, 
must  be  accorded  as  a  recognized 
branch  and  serious  body  of  judicial 
thought. 

In  view  of  his  position  as  a  sitting 
Associate  Justice,  it  is  difficult  to  con- 
clude that  his  general  judicial  philoso- 
phy, despite  my  disagreements  with 
his  decisions,  is  without  its  "adherents 
on  the  Court. 

The  President  might  as  easily  have 
selected  for  Chief  Justice  another  Jus- 
tice of  generally  similar  view— Justice 
O'Connor,  White,  and  Powell  come  to 
mind— as  an  alternative  to  Justice 
Rehnquist.  Similarly,  I  have  noted 
very  little  inclination  on  the  part  of 
any  Senator  to  oppose  the  nomination 
of  Justice  Scalia,  who  would  appear  to 
have  views  quite  similar  to  Justice 
Rehnquist.  For  these  reasons,  I  believe 
that  in  and  of  themselves  my  disagree- 
ments with  the  nominee  are  not  a  suf- 
ficient reason  to  disqualify  him. 

Mr.  President,  beyond  the  issue  of 
philosophy,  as  important  as  it  is,  it  is 
essential  to  ask  whether  Justice  Rehn- 
quist meets  certain  other  qualifica- 
tions—whether he  has  the  requisite 
legal  skills,  integrity,  high  intellect,  in- 
stitutional fidelity,  and  moral  charac- 
ter—to serve  as  Chief  Justice. 


As  to  whether  Justice  Rehnquist 
meets  these  tests,  I  give  particular 
weight  to  those  who  know  him  best. 
His  Court  colleagues  who  have  indicat- 
ed privately  as  well  as  publicly  their 
approval  of  his  choice. 

Justice  Rehnquist's  legal  and  intel- 
lectual skills  are  impressive,  even  to 
his  most  severe  critics.  He  graduated 
first  in  his  class  from  Stanford  Law 
School.  He  served  on  the  Board  of  Edi- 
tors of  the  Stanford  Law  Review. 

Justice  Rehnquist  has  been  rated  as 
"well  qualified  "  by  the  American  Bar 
Association  [ABA],  which  informed 
the  Senate  Judiciary  Committee:  "The 
ABA  committee  unanimously  has 
found  that  Justice  Rehnquist  meets 
the  highest  standards  of  professional 
competence,  judicial  temperament  and 
integrity,  is  among  the  best  available 
for  appointments  as  Chief  Justice  of 
the  United  States,  and  is  entitled  to 
the  committee's  highest  evaluation  of 
the  nominees  to  the  Supreme  Court- 
well  qualified." 

Mr.  President,  impressive  as  these 
credentials  may  be,  intellect  without 
good  character  and  high  moral  values 
is  at  best  worthless  and  at  worst  dan- 
gerous. 

It  is  said  Adolf  Hitler  and  Joseph 
Stalin  were  both  brilliant  men.  And  we 
know  what  they  did. 

It  is  most  significant  to  me  that  a 
number  of  impartial  practitioners  of 
high  integrity,  character  and  promi- 
nent legal  standing  have  expressed  un- 
equivocal support  for  the  nominee  in- 
cluding, most  notably.  Judge  Griffin 
Bell,  former  Attorney  General  during 
the  Carter  administration  and  Erwin 
N.  Griswold,  former  Solicitor  General 
under  President  Johnson.  They  sup- 
port him  not  merely  because  he  is  able 
and  intelligent,  but  because  they  be- 
lieve he  passes  a  more  important  test: 
they  believe  he  is  a  good  man. 

Mr.  President,  let  me  return  to  the 
issue  that  has  dominated  this  debate, 
judicial  philosophy.  Rhetorically,  the 
question  is:  "Is  Justice  Rehnquist  an 
extremist?"  The  substantive  transla- 
tion of  this  question  is  whether  Jus- 
tice Rehnquist's  philosophies  are  so 
unusual  that  they  may  impede— or 
cloud  in  some  way— an  honest  inter- 
pretation of  our  constitutional  rights 
and  responsibilities.  As  I  said  earlier, 
on  a  case-by-case  basis  I  find  myself  in 
a  sufficiency  of  dissent  with  Justice 
Rehnquist.  But  that  is  not  the  issue. 
The  correct  question  to  ask  is  whether 
Justice  Rehnquist  is  so  extreme  in  his 
views,  so  far  out  in  right  field,  that  we 
dare  not  entrust  him  with  the  high  po- 
sition of  Chief  Justice. 

As  I  understand  the  principal  argu- 
ment of  Justice  Rehnquist's  oppo- 
nents, it  is  that  he  is  outside  of  the 
mainstream  of  judicial  thought  of 
those  Justices  currently  serving  on  the 
Supreme  Court.  The  bisis  for  this  ar- 
gument is  that  Justice  Rehnquist  is 
the  leading  dissenter  on  the  Court  and 


therefore  he  is  too  extreme  to  serve  as 
Chief  Justice. 

In  examining  the  records  of  the 
Court,  I  found  the  facts  at  variance 
with  this  conclusion  in  two  respects. 
First,  during  the  1980-84  Court  ses- 
sions, Justice  Rehnquist  dissented  a 
total  of  75  times.  He  was  not  the  lead- 
ing dissenter.  The  leading  dissenter 
was  Justice  Stevens  with  145  dissents, 
a  frequency  of  roughly  twice  that  of 
Justice  Rehnquist.  Justice  Brennan, 
with  106  dissents,  also  dissented  more 
than  Rehnquist.  Second,  Rehnquist 
was  not  the  most  frequent  sole  dis- 
senter. In  this  case,  it  was  Justice  Ste- 
vens, who  most  scholars  consider  a 
moderate  to  liberal,  who  had  the  most 
lone  dissents— 51— of  any  Justice. 

My  point,  Mr.  President,  is  that  this 
kind  of  statistical  argument  has  to  be 
examined  carefully.  In  this  case,  the 
assertions  of  Justice  Rehnquist's  oppo- 
nents simply  are  not  supported  by  the 
facts  available. 

It  is,  however,  factually  accurate 
that  Justice  Rehnquist  has  authored  a 
majority  of  the  majority  opinions  in 
the  last  four  terms  of  the  Court. 

To  my  mind,  then,  the  facts  do  not 
support  the  conclusion  ,that  Justice 
Rehnquist  is  isolated  in  his  views  and 
too  far  from  the  main  currents  of  ar- 
gument of  contemporary  jurispru- 
dence. So,  while  I  cannot  share  signifi- 
cant elements  of  Justice  Rehnquist's 
philosophy,  neither  can  I  come  to  the 
conclusion  of  his  opponents  that  he  is 
the  extremist  his  opponents  presup- 
pose. 

Although  I  shall  vote  for  his  nomi- 
nation, quite  frankly  this  has  been  the 
most  difficult  question  for  me  to  re- 
solve. And  because  it  is  not  an  easy 
call,  it  is  a  close  call. 

It  is  difficult  because  the  interpreta- 
tion of  the  Constitution  or  the  laws 
written  by  Congress  is  difficult.  There 
is  a  tension  between  the  pure  rational- 
ity of  a  faithful  and  literal  interpreta- 
tion of  words  on  paper  on  the  one 
hand,  and  what  someone  today  thinks 
the  authors  meant  to  say  yesterday  or 
years  ago  on  the  other.  There  can 
never  be,  with  certainty,  a  right 
answer  to  this  question. 

I  yield  the  floor. 

Mr.  DOMENICI.  Mr.  President.  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  On 
whose  time? 

Mr.  DOMENICI.  I  suggest  that  it  be 
charged  equally. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roll. 

-     D  2240 

Mr.  BROYHILL.  I  ask  unanimous 
consent  that  the  quorum  call  be  dis- 
pensed with. 
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The  PRESIDING  OFFICER.  With- 
Dut  objection,  it  is  so  ordered. 


I  DEPARTMENT  OF  TRANSPORTA- 
TION APPROPRIATIONS 

Mr.  BIDEN.  Mr.  President,  today  I 
looted  in  support  of  the  Transportation 
■appropriations  bill  for  the  1987  fiscal 
lyear.  The  overwhelming  majority  vote 
■in  support  of  this  bill  indicates  that 
Ithe  committee  did  an  excellent  job  of 
Ibalancing  demanding  interest,  while 
{managing  to  stay  under  budget. 

I  would  also  like  to  note  something 
Ithat  was  not  part  of  the  bill,  nor  even 
lattempted— a  drastic  reduction  or 
lelimination  of  funding  for  Amtrak. 
[During  the  past  few  years,  I  have  op- 
Iposed  the  numerous  attempts  that 
Ihave  been  made  to  wreck  the  Amtrak 
Isystem.  Until  recently,  the  importance 
lof  Amtrak  seemed  to  be  poorly  under- 
stood. There  used  to  be  a  belief  that  if 
lAmtrak  did  not  stop  in  your  home- 
Itown,  you  received  absolutely  no  bene- 
Ifit  from  it.  This  was  never  the  case, 
land  now  the  country  understands  the 
lvalue  of  Amtrak  not  only  to  States 
[along  the  Northeast  corridor,  but  to 
Ithe  entire  Nation. 

While  I  am  pleased  to  see  that  Am- 
[trak's  funding  level  of  $591  million 
[was  not  subject  to  reduction,  it  is  clear 
[that  Amtrak  must  continue  to  look  for 
Iways  to  cut  its  costs,  while  maintain- 
[ing  service  standards.  After  the  demor- 
[alizing  and  distracting  attacks  on 
[Amtrak  by  the  administration,  its  em- 
jployees,  and  management  can  now 
[turn  their  full  attention  toward  imple- 
[menting  further  savings  in  Amtrak  op- 
[erations,  reducing  the  need  for  appro- 
[priations  like  we  voted  for  today. 

I  do  not  believe  anyone  wants  the 
[present  situation  to  continue.  I  look 
[forward  as  much  as  anyone  to  the  day 
[when  Amtrak  states  that  it  no  longer 
[needs  any  assistance.  But  it  is  only  by 
[allowing  Amtrak  to  move  off  the  seri- 
[ous  chopping  block,  not  threatening 
jits  existence  month  after  month,  that 
[plans  for  long-term  development  and 
[improvement  of  the  railroad  system 
jean  be  moved  forward.  That  is  one  of 
[the  most  important  aspects  of  this  bill, 
[and  one  that  I  hope  will  be  continued. 


ICOMMEMORATION  OP  THE 
199TH  ANNIVERSARY  OP  THE 
SIGNING  OF  THE  U.S.  CONSTI- 
TUTION 

Mr.  DeCONCINI:  Mr.  President,  I 
[would  like  to  take  a  few  moments  to 
Icommemorate  a  very  important  day  in 
[the  history  of  our  country. 

Today  we  are  celebrating  the  199th 
[anniversary  of  the  signing  of  the  U.S. 
[constitution.  Our  Constitution  is  a 
[document  Prime  Minister  Gladstone 
[of  Britain  called  "the  most  remarkable 
[work  known  in  modem  times  to  have 
[been  produced  by  the  human  intel- 
llect."  I  am  sure  we  can  all  agree  that 


this  anniversary  is  one  deserving  of 
the  grandest  of  celebrations. 

We,  as  Democrats  and  Republicans, 
are  Americans  first— Americans  who 
individually  and  collectively  believe  in 
the  timeless,  fundamental  truths  on 
which  our  country  was  founded. 

We  believe  in  peace,  and  we  strive 
for  it;  equality,  and  we  intend  to  fight 
for  it;  justice  and  mercy,  and  we 
pledge  to  administer  and  to  teach  it— 
and  we  believe  in  growth,  which  we 
know  is  only  possible  through  free- 
dom. 

America  is  a  land  of  growth  and  of 
freedom  because  of  the  struggle  and 
faith  of  our  forefathers  who  gave  us 
the  opportunity  for  diversity  and  the 
privilege  of  union. 

It  is  in  this  spirit  that  we,  as  Demo- 
crats and  Republicans,  should  be 
pleased  to  lend  bipartisan  support  to 
the  Bicentennial  of  the  Constitution 
of  the  United  States— a  commemora- 
tion of  the  responsibilities  and  bless- 
ings of  liberty. 

Why  should  we  celebrate  the  Consti- 
tution? Why  celebrate  a  200-year-old 
piece  of  yellowed  parchment  with 
faded  print?  Why  bother? 

We  should  bother  because  we  cannot 
afford  to  let  the  Constitution  become 
confined  to  our  country's  past.  We 
should  celebrate  the  Constitution  not 
only  for  its  role  in  American  history— 
we  should  celebrate  it  for  its  contribu- 
tions to  modern  government.  The  Con- 
stitution is  much  more  than  a  docu- 
ment of  history  encased  in  glass  at  the 
National  Archives.  It  is  a  living,  func- 
tioning influence  on  your  life  and 
mine. 

Few  things  endure  200  years.  No 
other  constitution  has  lasted  so  long. 
How  many  Americans  know,  for  in- 
stance, that  over  the  last  40  years  the 
world  has  averaged  two  constitutions 
per  nation?  Right  now,  on  the  face  of 
this  planet,  there  are  160  national  con- 
stitutions. Most  of  them— almost  two- 
thirds— have  been  adopted  or  revised 
since  1970. 

The  U.S.  Constitution  stands  in 
stark  contrast.  It  is  a  document  that 
has  endured.  It  is  a  document  that 
must  be  preserved  for  the  centuries 
ahead.  It  has  been  said  that  our  Con- 
stitution is  America's  most  importajit 
export.  And  so  each  night  it  is  stored 
in  a  bomb-proof  vault  in  the  National 
Archives.  In  times  of  emergency  there 
is  a  special  staf fperson  at  the  Archives 
who  has  the  responsibility  of  pushing 
the  button  that  will  drop  the  Constitu- 
tion into  that  vault. 

Why  celebrate  the  Constitution?  Be- 
cause it  is  as  relevant  to  Americans 
today  as  it  was  to  the  Founding  Fa- 
thers 200-years  ago.  Our  Government 
under.  Law,  established  by  the  Consti- 
tution, is  the  longest-lasting  democra- 
cy in  the  history  of  the  world.  Con- 
trast, if  you  will,  Italy,  which  has  had 
50  different  governments  since  World 


War  II.  On  average,  that's  more  than 
one  government  per  year! 

And  why  has  our  Government  en- 
dured? Why  is  it  still  going  strong 
after  200  years  when  we  see  other  gov- 
ernments toppling,  when  we  see  revo- 
lutions as  a  way  of  life?  It's  because 
our  Constitution  provides  for  separa- 
tion of  powers  among  our  executive, 
legislative  and  judicial  branches.  It  is  a 
system  of  checks  and  balances  that  is 
unique.  It  is  a  system  that  provides 
the  solution  to  the  problem  James 
Madison  foresaw  two  centuries  ago: 

If  men  were  angels,  no  government  would 
be  necessary.  If  angels  were  to  govern  men. 
government  controls  would  be  unnecessary. 
In  framing  a  government  which  is  to  be  ad- 
ministered by  men  over  men,  the  great  diffi- 
culty lies  in  this:  You  must  first  enable  the 
government  to  control  the  governed;  and  in 
the  next  place,  oblige  it  to  control  itself. 

So  far  our  history  has  proved  that 
our  Constitution,  and  the  Government 
under  law  established  by  it,  are  work- 
ing. With  the  one  exception  of  the- 
Civil  War,  this  Nation  has  never  had  a 
crisis  within  its  borders. 

Over  200  years  ago  55  men  gathered 
together  to  write  a  document  that 
today  lives  as  the  oldest  written  in- 
strument of  government  in  world  his- 
tory. What  they  wrote  is  a  truly 
"democratic"  Constitution  which  gives 
the  people  more  power  than  was  ex- 
pected by  the  contemporaries  of  our 
Founding  Fathers.  It  is  "people 
power"  that  has  made  this  country 
what  it  is  today.  It  is  "people  power" 
which  provided  us  with  the  rights  and 
liberties  which  sometimes  we  take  for 
granted:  Freedom  of  expression,  free- 
dom of  worship,  freedom  of  choice, 
the  right  to  vote,  the  right  to  associate 
with  whomever  we  please.  When  we 
celebrate  the  Constitution  we  are  reaf- 
firming its  values  of  freedom,  justice, 
and  equality  for  all. 

While  there  are  many  reasons  to  cel- 
ebrate, one  of  the  foremost  is  educa- 
tion: The  importance  of  educating  all 
Americans,  the  young  and  the  old, 
about  the  founding  of  our  Nation.  We 
sometimes  forget  what  a  revolutionary 
work  the  Constitution  is.  It  was  a  bold, 
new  document  creating  a  bold,  new 
government.  Thomas  Jefferson  de- 
scribed it  well:  "We  can  no  longer  say 
there  is  nothing  new  under  the  Sun," 
he  said.  "For  this  whole  chapter  of  the 
history  of  man  is  new."  As  it  stands 
today,  many  Americans  do  not  know 
enough  about  this  chapter— they  don't 
know  enough  about  our  heritage  and 
our  form  of  government.  Recent  stud- 
ies have  shown  that  only  a  little  more 
than  half  of  the  17-year-oldis,  and  not 
quite  a  third  of  the  13-year-olds  in  this 
country  know  that  each  State  has  two 
Senators.  Less  than  half  of  the  17- 
year-olds  and  less  than  one-fourth  of 
the  13-year-olds  know  that  appoint- 
ments to  the  Supreme  Court  must  be 
confirmed  by  the  Senate.  Three- 
fourths   of   American   adults   do   not 
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know  the  subject  of  the  first  amend- 
ment. 

Our  Government  is  only  as  strong  as 
the  understanding  and  the  will  of  the 
men  and  women  who  comprise  it.  Our 
Constitution  is  a  superior  document. 
But  it  has  to  be  implemented  day  by 
day  by  the  men  and  women  who  live  in 
this  great  land. 

Why  celebrate  the  Constitution?  Be- 
cause, in  doing  so,  we  are  celebrating 
the  principles  for  which  this  country 
stands.  It  has  been  said  that  the  Con- 
stitution has  proven  durable  because  it 
addressed  principles  that  were  endur- 
ing. Whether  we  are  the  descendants 
of  immigrants  from  Europe,  Asia, 
Africa,  or  Latin  America,  whether  we 
are  fifth-  or  first-generation  Ameri- 
cans, it  is  the  U.S.  Constitution  that 
has  made  the  Constitution  a  document 
whose  preamble  can  truly  begin  with 
the  words,  'We,  the  people  .  .  .  ." 

Those  words,  "We.  the  people," 
appear  on  the  logo  of  the  Commission 
on  the  Bicentennial  of  the  U.S.  Coristi- 
tution.  On  September  29,  1983,  the 
President  signed  legislation  establish- 
ing this  Commission.  I  am  honored 
and  proud  to  be  a  member. 

The  bicentennial  will  be  a  national 
celebration  of  all  our  people  through- 
out this  Nation— from  the  people  in 
Lexington  and  Concord,  where  the 
revolution  began,  to  the  20th  century 
pioneers  on  the  frontiers  of  Alaska; 
from  the  descendants  of  the  James- 
town settlers  to  the  "New  West"  fron- 
tiers of  Arizona  and  California.  This 
celebration  will  be  more  than  a  series 
of  fireworks.  It  will  be  a  national  reex- 
amination of  our  Nation's  principles 
and  the  rights  and  freedoms  they 
guarantee. 

We  hope  this  celebration  will  sur- 
pass any  other  celebration  this  Nation 
has  ever  had.  We  want  Americans 
from  Maine  to  California,  from  Hono- 
lulu to  Cape  Canaveral  to  get  involved. 

We're  already  lining  up  projects. 
The  American  Legion  is  going  to  spon- 
sor a  nationwide  oratorical  contest. 
The  national  parks  will  offer  a  slide 
show  on  our  Constitution.  There's  a 
poster  display  called  The  Blessings  of 
Liberty  that  we  hope  to  place  in  every 
high  school  in  America.  The  Commis- 
sion has  just  undertaken  a  mailing  to 
over  55,000  high  school  principals  noti- 
fying them  of  a  bicentennial  writing 
contest  for  high  school  students 
throughout  the  land. 

These  projects  will  do  more  than 
focus  on  the  Constitution.  They  will 
celebrate  the  American  way  of  life. 

When  the  Constitutional  Conven- 
tion of  1787  had  completed  its  work, 
Benjamin  Franklin  was  confronted  by 
a  Philadelphia  woman  who  asked  what 
kind  of  government  had  been  created. 
"Madam,"  the  elder  stateman  replied, 
"a  Republic,  if  you  can  keep  it." 

For  over  200  years  we  have  kept  our 
Republic,  and  we  must  keep  it  for  the 
generations  to  come.  But  legitimate 


doubts  persist  to  this  day  about 
whether  our  great  experiment  in  self- 
government  will  continue  to  succeed. 
We  know  that  a  wide  river  of  igno- 
rance about  our  democratic  system 
flows  across  America.  Opinion  polls  re- 
peatedly report,  for  instance,  the  lack 
of  public  understanding  of  Congress: 
Who  we  are  and  what  we  do. 

Let  me  repeat:  Our  Government  is 
only  as  strong  as  the  understanding 
and  the  will  of  the  men  and  women 
who  comprise  it.  A  major  purpose  of 
the  Bicentennial  Commission,  then,  is 
to  build  a  bridge  of  understanding  and 
appreciation  of  our  Goverrunent  and 
the  unique  document  that  guards  our 
liberties. 

As  Chief  Justice  Burger  has  said. 
•We  are  all  trustees  of  our  constitu- 
tional freedoms,  and  as  such,  it  is  our 
solemn  duty  to  pass  them  on,  unim- 
paired, to  those  who  follow  us."  What 
we  are  celebrating  here  and  in  the 
years  ahead,  it  is  a  document  that  pro- 
duced a  way  of  life  envied  the  world 
over. 

As  a  member  of  the  Bicentennial 
Commission,  I  encourage  all  of  my  col- 
leagues to  lend  their  support  to 
making  this  commemoration  of  the  bi- 
centennial an  unparalleled  celebration 
of  those  freedoms  we  have  inherited— 
and  of  the  limitless  possibilities  we 
have  as  one  people,  working  together, 
for  the  future  of  our  country,  and  of 
our  world. 


and   community   food   and   nutrition 
programs,  and  for  other  purposes. 


MESSAGES  FROM  THE  HOUSE 

At  9:44  a.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
announced  that  the  House  has  passed 
the  following  bill,  without  amend- 
ment: 

S.  2095.  An  act  to  reauthorize  the  Tribally 
Controlled  Community  College  Assistance 
Act  of  1978  and  the  Navajo  Community  Col- 
lege Act. 

The  message  also  announced  that 
the  House  agrees  to  the  amendments 
of  the  Senate  to  the  bill  (H.R.  3002)  to 
provide  for  the  establishment  of  an 
experimental  program  relating  to  the 
acceptance  of  voluntary  services  from 
participants  in  an  executive  exchange 
program  of  the  Government. 

The  message  further  announced 
that  the  House  agrees  to  the  amend- 
ment of  the  Senate  to  the  bill  (H.R. 
3358)  to  reauthorize  the  Atlantic 
Striped  Bass  Conservation  Act,  and  for 
other  purposes. 

The  message  also  announced  that 
the  House  agrees  to  the  report  of  the 
conunittee  of  conference  on  the  dis- 
agreeing votes  of  the  two  Houses  on 
the  amendment  of  the  Senate  to  the 
bill  (H.R.  4421)  to  authorize  appro- 
priations for  fiscal  years  1987,  1988, 
1989,  and  1990  to  carry  out  the  Head 
Start,  Follow  Through,  dependent 
care,  commimity  services  block  grant. 


ENROLLED  BILL  SIGNED 

At  1:01  p.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
armounced  that  the  Speaker  has 
signed  the  following  enrolled  bill: 

S.  98.  An  act  for  the  relief  of  Cirilo  Raagas 
Costa  and  Wilma  Raagas  Costa. 

The  enrolled  bill  was  subsequently 
signed  by  the  President  pro  tempore 
(Mr.  Thurmond). 


At  2:15  p.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Ms.  Goetz,  one  of  its  reading  clerks, 
announced  that  the  House  disagrees  to 
the  amendments  of  the  Senate  to  the 
bill  (H.R.  5233)  making  appropriations 
for  the  Departments  of  Labor,  Health 
and  Human  Services,  and  Education, 
and  related  agencies,  for  the  fiscal 
year  ending  September  30,  1987,  and 
for  other  purposes;  it  agrees  to  the 
conference  asked  by  the  Senate  on  the 
disagreeing  votes  of  the  two  Houses 
thereon,  and  appoints  Mr.  Natcher, 
Mr.  Smith  of  Iowa,  Mr.  Obey,  Mr.  I 
RoYBAL,  Mr.  Stokes,  Mr.  Early,  Mr. 
DwYER,  Mr.  HoYER,  Mr.  Whitten,  Mr. 
CoNTE,  Mr.  PuRSELL,  Mr.  Porter,  Mr. 
Young  of  Florida,  and  Mr.  Michel  as 
managers  of  the  conference  on  the 
part  of  the  Senate. 

The  message  also  announced  that 
the  House  has  passed  the  following 
bills  and  joint  resolution,  in  which  it 
requests  the  concurrence  of  the 
Senate: 

H.R.  1598.  An  act  for  the  relief  of  Steven 
McKenna; 

H.R.  1755.  An  act  for  the  relief  of  David 
Butler,  Aldo  Ciron,  Richard  Denisi,  Warren 
Fallon.  Charles  Hotton,  Harold  Johnson, 
Jean  Lavoie.  Vincent  Maloney,  Austin  Mor- 
tenson,  and  Kurt  Olofsson; 

H.R.  1891.  An  act  to  direct  the  Secretary 
of  the  Interior  to  convey  a  certain  parcel  of  j 
land  located  near  Ocotillo,  California; 

H.R.  2499.  An  act  to  modify  the  boundary 
of  the  Uinta  National  Forest; 

H.R.  2574.  ku  act  for  the  relief  of  survi- 
vors of  Christopher  Eney; 

H.R.  2652.  An  act  for  the  relief  of  Kumari 
Rajlakshmi  Bais; 

H.R.  4089.  An  act  to  prohibit  the  construc- 
tion of  dams  within  national  parks  and 
monuments; 

H.R.  4244.  An  act  to  authorize  funds  to 
preserve  the  official  papers  of  Joseph  W. 
Martin,  Jr.; 

H.R.  4794.  An  act  to  amend  the  National 
Trails  System  Act  to  designate  the  Santa  Pe 
Trail  as  a  National  Historic  Trail;  and 

H.J.  Res.  517.  Joint  resolution  providing 
for  reappointment  of  David  C.  Acheson  as  a  I 
citizen  regent  of  the  Board  of  Regents  of  j 
the  Smithsonian  Institution. 

The  message  further  announced 
that  the  House  has  agreed  to  the  fol- 
lowing concurrent  resolution,  in  which 
it  requests  the  concurrence  of  the 
Senate; 

H.  Con.  Res.  339.  A  concurrent  resolution 
expressing  the  sense  of  the  Congress  that 
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MEASURES  REFERRED 

The  following  bills  were  read  the 
first  and  second  times  by  unanimous 
consent,  and  referred  as  indicated: 

H.R.  1598.  An  act  for  the  relief  of  Steven 
McKenna;  to  the  Committee  on  the  Judici- 
ary. 

H.R.  1755.  An  act  for  the  relief  of  David 
Butler.  Aldo  Cirone.  Richard  Denisi, 
Warren  Fallon.  Charles  Hotton.  Harold 
Johnson,  Jean  Lavoie.  Vincent  Maloney, 
Austin  Mortenson,  and  Kurt  Olofsson;  to 
the  Committee  on  the  Judiciary. 

H.R.  1891.  An  act  to  direct  the  Secretary 
of  the  Interior  to  convey  a  certain  parcel  of 
land  located  near  Ocotillo.  California;  to  the 
Committee  on  Energy  and  Natural  Re- 
sources. 

H.R.  2499.  An  act  to  modify  the  boundary 
of  the  Uinta  National  Forest;  to  the  Com- 
mittee on  Energy  and  Natural  Resources. 

H.R.  2652.  An  act  for  the  relief  of  Kumari 
Rajlakshmi  Bais;  to  the  Committee  on  the 
Judiciary. 

H.R.  4089.  An  act  to  prohibit  the  construc- 
tion of  dams  within  national  parks  and 
monuments;  to  the  Committee  on  Energy 
and  Natural  Resources. 

H.R.  4244.  An  act  to  authorize  funds  to 
preserve  the  official  papers  of  Joseph  W. 
Martin.  Jr.;  to  the  Committee  on  Labor  and 
Human  Resources. 

H.R.  4794.  An  act  to  amend  the  National 
Trails  System  Act  to  designate  the  Santa  Fe 
Trail  as  a  National  Historic  Trail;  to  the 
Committee  on  Energy  and  Natural  Re- 
sources. 

The  following  concurrent  resolution 
was  read  and  referred  as  indicated: 

H.  Con.  Res.  339.  A  concurrent  resolution 
expressing  the  sense  of  the  Congress  that 
the  essential  air  transportation  program 
should  be  maintained  for  the  ten-year 
period  for  which  it  is  authorized;  to  the 
Committee  on  Commerce,  Science,  and 
Transportation. 


S.  98.  An  act  for  the  relief  of  Cirilo  Raagas 
Costa  and  Wilma  Raagas  Costa;  and 

S.  720.  An  act  to  establish  a  peiinanent 
boundary  for  the  Acadia  National  Park  in 
the  State  of  Maine,  and  for  other  purposes. 


MEASURES  PLACED  ON  THE 
CALENDAR 

The  following  joint  resolution  was 
read  the  first  and  second  times  by 
unanimous  consent,  and  placed  on  the 
calendar: 

H.J.  Res.  517.  Joint  resolution  providing 
for  reappointment  of  David  C.  Acheson  as  a 
citizen  regent  of  the  Board  of  Regents  of 
the  Smithsonian  Institution. 


MEASURES  HELD  AT  THE  DESK 
The  following  bill  was  ordered  held 
at  the  desk  by  unanimous  consent, 
pending  further  disposition: 

H.R.  2574.  An  act  for  the  relief  of  the  sur- 
vivors of  Christopher  Eney. 


ENROLLED  BILLS  PRESENTED 

The  Secretary  of  the  Senate  an- 
nounced that  on  today,  September  17, 
1986,  she  had  presented  to  the  Presi- 
dent of  the  United  States  the  follow- 
ing enrolled  bills: 


EXECUTIVE  AND  OTHER 
COMMUNICATIONS 

The  following  communications  were 
laid  before  the  Senate,  together  with 
accompanying  papers,  reports,  and 
documents,  which  were  referred  as  in- 
dicated: 

EC-3739.  A  communication  from  the  Di- 
rector of  the  Office  of  Management  and 
Budget,  Executive  Office  of  the  President, 
transmitting,  pursuant  to  law.  a  cumulative 
report  on  budget  rescissions  and  deferrals 
dated  September  1.  1986;  pursuant  to  the 
order  of  January  30.  1975.  referred  jointly 
to  the  Committee  on  Appropriations  and 
the  Committee  on  the  Budget. 

EC-3740.  A  communication  from  the 
Chairman  of  the  National  Advisory  Com- 
mittee on  Oceans  and  Atmosphere,  trans- 
mitting, pursuant  to  law.  a  report  entitled 
"The  Need  For  a  National  Plan  of  Scientific 
Exploration  for  the  Exclusive  Economic 
Zone";  to  the  Committee  on  Commerce,  Sci- 
ence, and  Transportation. 

EC-3741.  A  communication  from  the  In- 
spector General.  Department  of  Agricul- 
ture, transmitting,  pursuant  to  law.  notice 
of  a  computer  matching  program;  to  the 
Committee  on  Governmental  Affairs. 

EC-3742.  A  communication  from  the 
Comptroller  General  of  the  United  States, 
transmitting,  pursuant  to  law,  a  report  enti- 
tled -Offshore  Oil  and  Gas:  Final  Report  on 
Shut-in  and  Flaring  Wells ';  to  the  Commit- 
tee on  Energy  and  Natural  Resources. 

EC-3743.  A  communication  from  the  Sec- 
retary of  the  Interior,  transmitting,  pursu- 
ant to  law.  the  annual  report  on  the  public 
lands  program  for  fiscal  year  1985  entitled 
■Managing  the  Nation's  Public  Lands ';  to 
the  Committee  on  Energy  and  Natural  Re- 
sources. 

EC-3744.  A  communication  from  the 
Under  Secretary  of  the  Treasury,  transmit- 
ting, pursuant  to  law.  the  financial  state- 
ments of  the  U.S.  Synthetic  Fuels  Corpora- 
tion for  the  period  October  1.  1985  to  April 
18,  1986  (date  of  termination);  to  the  Com- 
mittee on  Energy  and  Natural  Resources. 

EC-3745.  A  communication  from  the  Gen- 
eral Counsel  of  the  Department  of  Energy, 
transmitting  a  draft  of  proposed  legislation 
to  amend  the  Department  of  Energy  Orga- 
nization Act  to  authorize  protective  force 
personnel  who  guard  the  strategic  petrole- 
um reserve  or  its  storage  and  related  facili- 
ties to  carry  firearms  while  discharging 
their  official  duties  and  in  certain  instances 
to  make  arrests  without  warrant;  to  estab- 
lish the  offense  of  trespass  on  property  of 
the  strategic  petroleum  reserve,  and  for 
other  purposes;  to  the  Committee  on 
Energy  and  Natural  Resources. 

EC-3746.  A  communication  from  the  Ex- 
ecutive Secretary  of  the  Foreign-Trade 
Zones  Board.  Department  of  Commerce, 
transmitting,  pursuant  to  law.  the  armual 
report  of  the  Board  for  fiscal  year  1983;  to 
the  Committee  on  Finance. 

EC-3747.  A  communication  from  the  Sec- 
retary of  Health  and  Human  Services,  trans- 
mitting, pursuant  to  law,  the  annual  report 
of  activities  under  the  Administration  on 
Developmental  Disabilities,  Office  of 
Human  Development  Services;  to  the  Com- 
mittee on  Labor  and  Human  Resources. 


REPORTS  OF  COMMITTEES 

The  following  reports  of  committees 
were  submitted: 

By  Mr.  STEVENS,  from  the  Committee 
on  Appropriations,  without  amendment: 

S.  2827;  An  original  bill  making  appropria- 
tions for  the  Department  of  Defense  for  the 
fiscal  year  ending  September  30,  1987,  and 
for  other  purposes  (Rept.  No.  99-446). 

By  Mr.  HATCH,  from  the  Committee  on 
Labor  and  Human  Resources,  without 
amendment: 

S.  1815:  A  bill  to  prevent  the  denial  of  em- 
ployment opportunities  by  prohibiting  the 
use  of  lie  detectors  by  employers  involved  in 
or  affecting  interstate  commerce  (Rept.  No. 
99-447). 

By  Mr.  HATCH,  from  the  Committee  on 
Labor  and  Human  Resources,  with  an 
amendment  in  the  nature  of  a  substitute 
and  an  amendment  to  the  title: 

S.  2407.  A  bill  entitled  "The  Animal  Drug 
Amendments  and  Patent  Term  Restoration 
Act  of  1986."  (Rept.  No.  99-448). 


EXECUTIVE  REPORTS  OF 
COMMITTEES 

The  following  executive  reports  of 
committees  were  submitted: 

By  Mr.  HECHT  (for  Mr.  Garn).  from  the 
Committee  on  Banking,  Housing,  and  Urban 
Affairs: 

Harold  T.  Duryee,  of  the  District  of  Co- 
lumbia, to  be  Federal  Insurance  Administra- 
tor, Federal  Emergency  Management 
Agency. 

(The  above  nomination  was  reported 
from  the  Committee  on  Banking, 
Housing,  and  Urban  Affairs  with  the 
recommendation  that  it  be  confirmed, 
subject  to  the  nominees  commitment 
to  respond  to  requests  to  appear  and 
testify  before  any  duly  constituted 
committee  of  the  Senate.) 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources: 

Martha  O.  Hesse,  of  Illinois,  to  be  a 
Member  of  the  Federal  Energy  Regulatory 
Commission  for  the  remainder  of  the  term 
expiring  October  20,  1987;  and 

James  Allen  Wampler.  of  Illinois,  to  be  as 
Assistant  Secretary  of  Energy  (Fossil 
Energy). 

(The  above  nominations  were  report- 
ed from  the  Committee  on  Energy  and 
Natural  Resources  with  the  recom- 
mendation that  they  be  confirmed, 
subject  to  the  nominees'  commitment 
to  respond  to  requests  to  appear  and 
testify  before  any  duly  constituted 
committee  of  the  Senate.) 


-  INTRODUCTION  OF  BILLS  AND 
JOINT  RESOLUTIONS 

The  following  bills  and  joint  resolu- 
tions were  introduced,  read  the  first 
and  second  time  by  unanimous  con- 
sent, and  referred  as  indicated: 

By  Mr.  DANFORTH  (for  himself  and 

Mr.  Heinz): 

S.   2826.  A  bill  to  suspend  for  a  1-year 

period   the   duty   on   certain   mixtures   of 

cross-linked  sodium  polyacrylate  polymers; 

to  the  Committee  on  Finance. 

By  Mr.  STEVENS,  from  the  Commit- 
tee on  Appropriations: 
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S.  2827.  An  original  bill  making  appropria- 
tions (or  the  Department  of  Defense  for  the 
fiscal  year  ending  September  30.  1987.  and 
for  other  purposes;  placed  on  the  calendar. 
By  Mr.  SPECTER; 

S.  2828.  A  bill  to  authorize  the  expendi- 
ture of  funds  not  needed  for  purposes  of  the 
Department  of  Justice  Assets  Forfeiture 
Fund  and  the  Customs  Forfeiture  Fund  for 
purposes  of  emergency  prison  construction 
and  to  remove  the  cap  on  the  use  of  such 
funds:  to  the  Committee  of  the  Judiciary. 
By  Mr.  METZENBAUM; 

S.  2829.  A  bill  for  the  relief  of  Steven 
McKenna;  to  the  Committee  on  the  Judici- 
ary. 

By  Mr.  HEINZ  (for  himself.  Mr.  Spec- 
ter, Mr.  Glenn  and  Mr.  Denton); 

S.  2830.  A  bill  to  amend  the  Steel  Import 
Stabilization  Act;  to  the  Committee  on  Fi- 
nance. 


STATEMENTS  ON  INTRODUCED 
BILI£  AND  JOINT  RESOLUTIONS 

By  Mr.  DANPORTH  (for  himself 
and  Mr.  Heinz): 
S.  2826.  A  bill  to  suspend  for  a  1  year 
period  the  duty  on  certain  mixtures  of 
cross-linked  sodium  polyacrylate  poly- 
mers: to  the  Committee  on  Finance. 

SUSPENSION  or  DUTY  ON  CERTAIN  MIXTURES  OF 
CROSS-LINKES  SODIUM  POLYACRYLATE  POLY- 
MERS 

•  Mr.  DANPORTH.  Mr.  President, 
today  I  am  introducing  with  Senator 
Heinz  a  bill  to  suspend  for  I  year  the 
duty  on  certain  mixtures  of  cross- 
linked  sodium  polyacrylate  polymers. 

This  chemical  substance  is  used  in 
the  production  of  disposable  diapers 
that  are  made  in  Missouri,  Pennsylva- 
nia, and  other  locations.  Since  United 
States  suppliers  are  unable  to  meet 
the  total  demand  for  this  material,  it 
is  currently  being  imported  from  sup- 
pliers in  Germany  and  Japan.  While  it 
is  hoped  that  there  will  eventually  be 
sufficient  U.S.  production  to  satisfy 
domestic  demand.  I  am  advised  that  in 
the  meantime  U.S.  suppliers  do  not 
object  to  time-limited  duty  suspension. 

Therefore,  I  am  proposing  suspen- 
sion of  the  duties  on  this  material  for 
1  year.  The  bill  is  drafted  as  narrowly 
as  possible  to  prevent  exemption  of 
unintended  materials  from  duties. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  bill  be  printed  in  the 
Record. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Recori),  as  follows: 

S.  2826 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  sub- 
part B  of  part  1  Of  the  Appendix  to  the 
Tariff  Schedules  of  the  United  States  is 
amended  by  Inserting  in  numerical  sequence 
the  following  item: 


Sec  2.  The  amendment  made  by  the  first 
section  of  this  Act  shall  apply  with  respect 
to  articles  entered,  or  withdrawn  from  ware- 
house, for  consumption  on  or  after  the  15th 
day  after  the  date  of  the  enactment  of  this 
Act.* 


Absorbrnt  chemlcmJ 
materia]  of  one  or 
more  LTOAs-linked 
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By  Mr.  SPECTER: 
S.  2828.  A  bill  to  authorize  the  ex- 
penditure of  funds  not  needed  for  pur- 
poses of  the  Department  of  Justice 
Assets  Forfeiture  Fund  and  the  Cus- 
toms Forfeiture  Fund  for  purposes  of 
emergency  prison  construction  and  to 
remove  the  cap  on  the  use  of  such 
funds;  to  the  Committee  on  the  Judici- 
ary. 

EMERGENCY  PRISON  CONSTRUCTION  FUNDING 
ACT 

•  Mr.  SPECTER.  Mr.  President,  today 
I  am  introducing  legislation  which 
would  address  a  problem  that  has 
reached  critical  proportions:  Federal 
prison  overcrowding.  This  legislation 
authorizes  the  Attorney  General  to 
use  surplus  moneys  in  the  Department 
of  Justice  Assets  Forfeiture  Fund  and 
the  Customs  Forfeiture  Fund  for 
emergency  prison  construction  fund- 
ing. 

Throughout  the  country,  at  Federal, 
State,  and  local  levels,  overcrowding  of 
jails  and  prisons  strains  our  correc- 
tional system,  by  overextending  the 
staff  and  resources  of  each  facility  and 
by  creating  conditions  not  conducive 
of  rehabilitation  of  prisoners.  The 
recent  uprising  at  the  Lorton  Peniten- 
tiary in  Virginia  illustrates  the  over- 
crowding problem  and  its  disasterous 
results:  prisoner  unrest  and  violence 
that  a  prison  staff  is  ill-equipped  to 
prevent  or  contain. 

The  number  of  probationers  and  pa- 
rolees is  growing  larger  in  proportion 
to  the  number  of  incarcerated  offend- 
ers, mainly  as  a  result  of  the  courts' 
reluctance  to  sentence  convicted  crimi- 
nals to  jails  and  prisons  already  filled 
well  beyond  capacity.  The  Federal 
Bureau  of  Justice  Statistics  has  re- 
ported that  the  probation  population 
has  grown  much  faster  in  the  1980's 
than  has  the  prison  population;  there 
are  now  approximately  three  times  as 
many  offenders  under  such  "communi- 
ty supervision"  than  there  are  in 
prison.  The  probation  and  parole  pop- 
ulations reached  record  levels  in  1984, 
rising  8  and  9  percent  respectively,  ac- 
cording to  the  Bureau  of  Justice  Sta- 
tistics. Tens  of  thousands  of  convicted 
prisoners  and  pretrial  detainees  are  re- 
leased prematurely,  because  there 
simply  is  no  space  for  them  in  our  ex- 
isting prisons  and  jails.  Courts  have  in- 
tervened in  approximately  80  percent 
of  the  States'  prison  systems,  fre- 
quently placing  limits  on  the  number 
of  prisoners  the  State  may  place  in  ex- 
isting facilities. 

The  Bureau  of  Prisons  reports  that 
the  general  occupancy  rate  is  between 
105  and  119  percent  of  rated  capacity. 
A  Justice  Department  Survey  of  Jails, 
which  analyzed  the  population  of  ap- 


proximately one-third  of  the  Nation's 
jails,  revealed  that  24  percent  of  the 
facilities  in  jurisdictions  with  large  jail 
populations  reported  that  they  were 
under  court  order  to  remedy  one  or 
more  conditions  of  confinement;  of 
these,  81  percent  were  cited  for  crowd- 
ed living  units. 

At  the  Federal  level,  the  Bureau  of 
Prisons  reports  that  the  overall  occu- 
pany  rate  is  as  high  as  154  percent  of 
capacity;  the  Federal  inmate  popula- 
tion has  grown  from  34,263  prisoners 
in  1984  to  41,092  at  present.  As  of  July 
14.  1986,  the  Bureau  of  Prisons  reports 
that  all  but  6  of  the  47  Federal  prisons 
are  over  capacity:  5  of  these  6  are  close 
to  reaching  their  operational  capacity. 

This  nationwide  prison  overcrowding 
crisis  is  due,  in  large  part,  to  the  stag- 
gering number  of  drug  offenders  being 
sent  to  Federal  prisons.  This  class  of 
inmates  numbered  7,683  in  1983,  8,324 
in  1984,  and  9,487  in  1985,  and  10,191 
at  the  end  of  June  1986.  The  adminis- 
tration's intensified  crackdown  on 
drug  trafficking  has  significantly  in- 
creased the  number  of  drug  convic- 
tions, and  the  accordant  burden  on  the 
Federal  corrections  system. 

Mr.  President,  in  short,  prison  over- 
crowding has  reached  crisis  propor- 
tions and  continues  to  worsen.  This 
bill  will  not  solve  this  crisis  but  it  pro- 
vides a  relatively  simple  and  desper- 
ately needed  first  step. 

Existing  law  provides  for  two  sepa- 
rate funds  in  the  U.S.  Treasury  as  re- 
positories for  moneys  and  property 
seized  by  or  forfeited  to  law  enforce- 
ment officials;  the  Customs  Forfeiture 
Fund  and  the  Department  of  Justice 
Assets  Forfeiture  Fund.  Property  and 
moneys  seized  or  forfeited  in  drug-re- 
lated arrests  by  the  U.S.  Customs 
Service  are  deposited  in  the  Customs 
Forfeiture  Fund  under  the  Tariff  Act 
of  1930  (19  U.S.C.  1607).  Similarly, 
property  and  moneys  seized  or  forfeit- 
ed pursuant  to  a  law  enforced  or  ad- 
ministered by  the  Department  of  Jus- 
tice are  desposited  in  the  Depart- 
ment's Assets  Forfeiture  Fund  (28 
U.S.C.  524).  The  law  states  that 
amounts  in  the  fund  which  are  not 
currently  needed  for  purposes  speci- 
fied in  the  applicable  statutes  estab- 
lishing the  funds  shall  be  kept  on  de- 
posit in  the  U.S.  Treasury. 

The  increasing  number  of  convicted 
drug  offenders  and  amount  of  confis- 
cated property  and  moneys  used  in  the 
illicit  drug  trade  are  swelling  the  de- 
posits in  both  the  Customs  Forfeiture 
Fund  and  the  Justice  Assets  Forfeit- 
ure Fund.  As  of  September  1,  1986,  the 
Justice  seizures  totaled  over  $200  mil- 
lion. The  Department  estimates  the 
fund  to  total  $35  million  at  the  end  of 
the  year. 

The  legislation  which  I  am  introduc- 
ing today  would  amend  existing  law  to 
allow  these  excess  moneys  in  the  two 
forfeiture  funds  to  be  used  to  relieve 
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Federal  prison  overcrowding.  Specifi- 
cally, it  would  amend  the  existing  Cus- 
toms and  criminal  forfeiture  statutes 
to  authorize  the  Attorney  General  to 
allocate  surplus  forfeited  moneys  for 
emergency  prison  construction. 
Moneys  from  the  sale  of  property 
seized  by  the  Customs  Service  in  drug- 
related  arrests,  and  not  needed  for  the 
purposes  already  set  forth  in  the  Cus- 
toms Forfeiture  Fund  statute  also 
could  be  used  for  emergency  prison 
construction  funding.  The  bill  removes 
the  existing  cap  on  these  two  ac- 
counts: all  forfeited  drug  moneys 
would  be  made  available  to  the  Attor- 
ney General  rather  than  deposited  in 
the  Treaisury. 

Mr.  President,  this  legislation  repre- 
sents a  reasonable  step  toward  elimi- 
nating the  problems  of  too  many  drug 
convictions  and  not  enough  prison 
space.  And  what  more  appropriate  way 
to  finance  the  new  facilities  than  with 
the  forfeited  spoils  of  convicted  drug 
traffickers? 

I  ask  unanimous  consent  that  the 
bill  be  printed  in  the  Record. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2828 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  State  of  Amer- 
ica in  Congress  assembled, 

SEC.  2.  DEI'AKTMENT  OK  JISTKE  ASSITTS  FORFEIT- 
I  RE  KIM) 

(a)  Paragraph  '4)  of  subsection  (c)  of  sec- 
tion 524  of  title  28.  United  States  Code,  is 
amended  to  read  as  follows: 

••(4)  Amounts  in  the  fund  which  are  not 
currently  needed  for  the  purpose  of  this  sec- 
tion— 

"(A)  may  be  used  by  the  Attorney  General 
for  prison  construction  necessary  on  an 
emergency  basis:  or 

■(B)  if  not  used  for  the  purposes  provided 
in  clause  (A)  shall  be  kept  on  deposit  or  in- 
vested in  obligations  of.  or  guaranteed  by. 
the  United  States.". 

(b)  Paragraph  (8)  of  subsection  (c)  of  sec- 
tion 524  of  title  28.  United  States  Code,  is 
amended  by  striking  out  the  second  sen- 
tence. 

SEC  .1.  CI  STOMS  FORFEITIRE  KIM). 

(a)(1)  Subsection  (e)  of  section  613a  of  the 
Tariff  Act  of  1930,  as  added  by  Public  Law 
98-473,  is  amended  to  read  as  follows: 

"(e)  Amounts  in  the  fund  which  are  not 
currently  needed  for  the  purpose  of  this  sec- 
tion— 

"(A)  may  be  used  by  the  Attorney  General 
for  prison  construction  necessary  on  an 
emergency  basis;  or 

"(B)  if  not  used  for  the  purposes  provided 
in  clause  (A)  shall  be  kept  on  deposit  or  in- 
vested in  obligations  of,  or  guaranteed  by. 
the  United  States.". 

(2)  Subsection  (h)  of  such  section  is 
amended  by  striking  out  the  second  and 
third  sentences  thereof. 

(b)(1)  Subsection  (d)  of  section  613a  of  the 
Tariff  Act  of  1930,  as  added  by  Public  Law 
98-573,  is  amended  to  read  as  follows: 

"(d)  Amounts  in  the  fund  which  are  not 
currently  needed  for  the  purpose  of  this  sec- 
tion— 

"(A)  may  be  used  by  the  Attorney  General 
for  prison  construction  necessary  on  an 
emergency  basis;  or 


"(B)  if  not  used  for  the  purposes  provided 
in  clause  (A)  shall  be  kept  on  deposit  or  in- 
vested in  obligations  of,  or  guaranteed  by, 
the  United  States.". 

(2)  Subsection  (f)  of  such  section  is 
amended  by— 

(A)  striking  out  "(1)";  and 

(B)  striking  out  paragraph  (2).« 


By  Mr.  METZENBAUM: 
S.    2829.    A    bill    for   the    relief   of 
Steven  McKenna:  to  the  Committee 
on  the  Judiciary. 

RELIEF  OF  STEVEN  MC  KENNA 

•  Mr.  METZENBAUM.  Mr.  President, 
today  I  am  introducing  legislation  to 
allow  Steven  McKenna  to  seek  redress 
for  permanent  disability.  Steven  is  a 
19-year-old  boy  from  Wickliffe,  OH. 
He  is  permanently  and  severely  dis- 
abled by  the  loss  of  both  legs  as  a 
result  of  a  birth  defect.  The  evidence 
strongly  suggests  that  this  defect  was 
caused  by  his  mother  taking  "Conter- 
gan,"  the  proprietary  name  of  thalido- 
mide in  Germany. 

Steven's  parents  were  stationed  in 
Geissen,  Germany,  with  the  U.S. 
Army  in  1967  when  Steven  was  born. 
During  her  pregnancy,  Mrs.  McKenna 
was  under  the  care  of  an  agent  of  the 
U.S.  Army,  a  German  doctor,  who  pre- 
scribed Contergan.  Steven  simply 
wants  the  opportunity  to  file  an  action 
in  U.S.  courts  to  attempt  to  show  that 
the  United  States  is  liable  for  compen- 
sation as  an  employer  of  the  doctor. 

The  McKennas  have  already  tried  to 
get  restitution  from  a  settlement  fund 
resulting  from  a  suit  brought  in  Ger- 
many by  victims  in  that  country.  How- 
ever, the  provisions  of  this  settlement 
are  grossly  inadequate.  They  require  a 
very  detailed  description  of  the  defect 
at  the  time  of  birth.  Because  the  hos- 
pital records  described  his  birth  defect 
in  only  general  terms,  the  compensa- 
tion program  does  not  apply  in  Ste- 
ven's case. 

In  addition,  an  individual  suit  by 
Steven  against  the  manufacturer  or 
the  doctor  under  German  law  is  total- 
ly unrealistic.  Not  only  were  the  liabil- 
ity laws  in  effect  until  1976  very  strin- 
gent, the  expense  of  bringing  the 
claims  in  Germany  would  be  prohibi- 
tive. In  1976,  mainly  because  of  the 
thalidomide  case,  the  German  parlia- 
ment enacted  a  much  more  liberal 
drug  liability  law,  but  the  law  has  no 
retroactive  application.  No  other  rem- 
edies are  available  under  German  law. 
When  the  McKennas  returned  to  the 
United  States  they  found  they  could 
not  bring  a  claim  under  the  Federal 
Tort  Claims  Act  because  the  FTCA 
prohibits  claims  against  the  United 
States  arising  in  foreign  countries. 
Since  Mrs.  McKenna  took  thalidomide 
in  Germany,  the  FTCA  clearly  pre- 
cluded the  McKenna's  bringing  suit. 
The  bill  would  allow  Steven  to  bring 
an  action  against  the  United  States, 
the  employer  of  the  doctor  who  pre- 
scribed the  drug. 


This  bill  is  not  intended  to  make  an 
exception  in  the  law  for  the  McKen- 
nas. Rather,  this  bill  is  intended  to  put 
the  McKennas  in  the  same  category  as 
so  many  others  who  believe  they  are 
victims  of  thalidomide  poisoning.  The 
only  purpose  of  this  bill  is  to  allow  the 
McKermas  'their  day  in  court."  They 
have  exhausted  all  other  possibilities 
of  obtaining  compensation,  and  sadly, 
Steven  McKenna  is  probably  one  of 
the  very  few  thalidomide  babies  who 
have  not  been  able  to  file  an  action  for 
compensation.  This  bill  would  allow 
him  access  to  the  U.S.  courts  to  plead 
his  case.* 


By  Mr.  HEINZ  (for  himself,  Mr. 
Specter,  Mr.  Glenn,  and  Mr. 
Denton): 
S.  2830.  A  bill  to  amend  the  Steel 
Import  Stabilization  Act:  to  the  Com- 
mittee on  Finance. 

STEEL  IMPORT  STABILIZATION  ACT  AMENDMENTS 

•  Mr.  HEINZ.  Mr.  President,  there  is 
no  need  at  this  point  to  repeat  in 
detail  the  series  of  events  over  the 
past  10  years  that  threaten  the  virtual 
destruction  of  the  integrated  steel  in- 
dustry in  this  country.  Employment  is 
down— cut  more  than  half  in  that  time 
period— profits  are  nonexistent,  and 
plant  closings  and  bankruptcies  are 
rampant.  On  the  positive  side,  this  is 
adjustment,  and  there  is  no  question 
the  industry  needs  to  adjust,  and  that 
it  will  adjust  further  to  changed  eco- 
nomic circumstances.  There  is  sub- 
stantial global  excess  capacity  as  well 
as  excess  capacity  in  this  country,  and 
steel  demand  in  the  United  States  is, 
at  best.  flat. 

On  the  other  hand,  it  is  clear  that 
not  all  of  the  forced  adjustment  is  due 
to  the  capacity  situation  or  to  macro- 
economic  factors.  Part  of  the  problem 
has  been  and  continues  to  be  unfair 
trade— dumped  and  subsidized  steel 
entering  this  country  from  producers 
who  are  not,  in  objective  terms,  com- 
petitive with  ours.  No  industry  has  a 
better  record  than  the  steel  industry 
in  demonstrating  unfair  trade  prac- 
tices on  the  part  of  others.  In  large 
part  for  that  reason,  not  to  mention 
the  critical  strategic  importance  to  the 
industry  for  our  defense  and  our  eco- 
nomic infrastructure,  the  President  in 
1984  decided  on  a  program  of  volun- 
tary import  restraint  agreements  that 
was  intended  to  reduce  imports  to  18.5 
percent  of  the  U.S.  market,  or  20.2 
percent  if  semifinished  steel  imports 
were  included. 

That  program  has  achieved  some 
useful  results,  but  its  shortcomings  are 
also  evident.  Import  levels  have 
dropped  from  their  31  percent  peak 
and  are  now  rurming  approximately 
23.3  percent  for  the  first  7  months  of 
this  year.  The  trend,  unfortunately, 
has  been  worrisome.  Following  an 
April  trough,  import  figures  have 
begtm  to  increase  again  and  have  been 
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progressively  higher  each  succeeding 
month,  reaching  27.1  percent  in  July. 
That  figure  is  a  bit  inflated,  partly  be- 
cause of  declines  in  domestic  produc- 
tion that  will  continue  in  part  because 
of  the  strike/lockout  at  U.S.  Steel. 
Even  so,  the  tormage  that  entered  the 
coimtry  in  July  is  the  most  since  last 
December. 

Beyond  the  immediate  upward 
trend,  it  is  also  a  fact  that  it  has  taken 
some  18  months  to  get  the  program 
underway.  Had  a  21  percent  level  been 
reached  in  January  1985,  rather  than 
in  May  1986,  the  current  condition  of 
the  domstic  industry  would  be  very 
different  today. 

These  implementation  errors,  how- 
ever, are  mistakes  of  the  past,  and 
there  is  a  limit  to  what  we  can  do 
about  them  now.  The  President's  pro- 
gram, as  1  indicated,  has  made  some 
progress,  and  it  can  make  still  more 
with  some  further  fine  tuning  in  two 
areas. 

First,  circumvention  remains  a  seri- 
ous problem.  The  Customs  Service  has 
received  more  than  a  dozen  requests 
for  country  of  origin  determinations 
that  involve  shipping  basic  steel  prod- 
ucts from  VRA  countries  to  non-VRA 
countries  for  the  performance  of  a  fin- 
ishing operation.  The  requests  seek  a 
decision  that  the  final  operation 
changes  the  country  of  origin,  thus 
transforming  VRA-limited  steel  into 
unlimited,  non-VRA  steel. 

Thus  far,  Customs'  record  is  mixed, 
and  it  is  aparent  these  requests  will 
grow  as  foreign  producers  and  import- 
ers learn  how  to  evade  the  program's 
rules. 

The  legislation  I  am  introducing 
today  would  address  this  problem  the 
same  way  the  House  trade  bill  did.  It 
would  require  that  steel  entering  the 
United  States  from  non-VRA  countries 
would  be  allocated  to  the  country 
where  it  was  melted  and  poured  re- 
gardless of  where  a  final  finishing  op- 
eration was  performed.  Thus,  to  take  a 
hypothetical  example,  Brazilian  steel 
shipped  to  Costa  Rica  for  finishing 
would  be  counted  against  Brazil's  VRA 
limits,  unless  Costa  Rica  also  had  a 
VAR  with  the  United  States,  in  which 
case  it  could  count  against  Costa  Rica, 
depending  on  normal  Customs  rules  of 
whether  a  substantial  transformation 
has  occurred.  This  will  discourage  cir- 
cumvention both  by  encouraging  coun- 
tries like  Brazil  not  to  engage  in  such 
tactics  and  by  encouraging  smaller 
countries  without  a  basic  steel  capac- 
ity to  negotiate  VRA's  with  the  United 
States. 

The  other  major  and  growing  prob- 
lem Is  that  significant  foreign  produc- 
ers remain  outside  the  President's  pro- 
gram. Particular  problems  in  this 
regard  are  Canada,  Sweden,  and 
Taiwan.  Indeed,  Ambassador  Yeutter 
recognized  the  problem  on  September 
4   when  he  caUed  for  consultations 


with   those  three  countries.   At  that 
time,  he  stated: 

I  am  greatly  disturbed  that  in  July  we  reg- 
istered the  largest  single  monthly  increase 
among  nations  not  covered  by  the  Presi- 
dent's steel  program  since  it  began  in  Sep- 
tember 1984.  •  *  •  This  cannot  continue. 
Countries  without  voluntary  restraint  ar- 
rangements (VRA's)  must  not  be  allowed  to 
undermine  the  program  by  taking  advan- 
tage of  restraints  negotiated  with  other  na- 
tions. 

The  most  serious  problem  of  these 
three  countries  is  Canada,  whose  share 
of  our  market  has  risen  to  4  percent, 
despite  our  insistence  it  remain  at  the 
historic  level  of  2.4  percent  and  their 
insistence  on  the  1984  levels  of  3.1  per- 
cent. Recent  statements  by  the  new 
Canadian  trade  minister,  as  reported 
in  U.S.  media,  denying  any  willingness 
on  the  part  of  Canada  to  be  helpful 
have  only  made  the  situation  worse. 

Mr.  President,  we  are  presently  en- 
gaged in  far  reaching  free  trade  discus- 
sions with  Canada  which  will  hopeful- 
ly lead  to  more  open  and  closely  inte- 
grated economies.  To  suggest  at  this 
point  that  a  sectoral  issue  of  some  sig- 
nificance, like  steel,  is  only  our  prob- 
lem and  not  theirs,  and  that  Canada 
has  no  role  in  helping  to  solve  it,  is  to 
drive  our  two  economies  farther  apart 
rather  than  closer  together.  That  will 
only  complicate,  particularly  in  the 
Congress,  the  free  trade  negotiations. 

Mr.  President,  with  respect  to  this 
problem,  this  legislation  takes  a  bal- 
anced approach.  Consultations  with 
the  three  countries  in  question  have 
already  begun.  The  administration  has 
identified  the  problem  and  is.  making 
an  effort,  albeit  a  belated  one,  to  solve 
it.  My  bill  endorses  that  effort  and 
allows  90  days  for  its  successful  com- 
pletion. If  those  talks  fail,  however, 
the  bill  provides  for  import  restraints 
to  go  into  effect  with  respect  to  any  of 
the  three  countries  that  have  not  con- 
cluded VRA's.  The  restraint  levels 
would  be  70  percent  of  the  level  of  im- 
ports, by  category,  that  entered  in  the 
12  months  prior  to  October  1,  1984, 
the  last  year  before  import  restraints 
went  into  effect.  This  level  would 
result  in  total  imports  higher  than  the 
President's  goal  of  20.2  percent  but 
would,  nonetheless,  be  helpful  in  con- 
taining the  growth  of  countries  that 
have  been  taking  advantage  of  the 
partial  nature  of  the  President's  pro- 
gram. 

This  bill  should  not  be  regarded  as 
reflecting  any  change  in  my  long-held 
view  that  what  we  need  is  a  program 
of  global  quotas.  The  President,  how- 
ever, is  making  a  good  faith  effort  to 
solve  the  problem  a  different  way,  and 
I  want  to  cooperate  with  that.  I  view 
this  bill  as  helping  the  President 
achieve  full  compliance  with  his  pro- 
gram, and  I  urge  all  Senators  to  sup- 
port it  in  that  spirit.* 
•  Mr.  GLENN.  Mr.  President,  I  am 
pleased  to  join  other  members  of  the 
Senate   Steel   Caucus   in   introducing 


September  17, 1986 

legislation  to  strengthen  the  Steel 
Import  Stabilization  Act.  I  urge  my 
colleagues  to  support  this  bill  and  in- 
clude it  in  trade  legislation  this  year. 

The  1984  Steel  Import  Stabilization 
Act  calls  for  import  limitation  of  20.2 
percent  of  the  U.S.  market.  The 
United  States  has  negotiated  bilateral 
arrangements  for  import  restrictions 
with  17  countries  and  the  European 
Community.  These  agreements  cover 
approximately  80  percent  of  steel  im- 
ports. Steel  imports  have  declined 
from  25.2  percent  of  the  domestic 
market  in  1986  to  23.2  percent  so  far 
in  1986.  This  is  an  improvement,  but 
still  far  short  of  the  goal.  Foreign  steel 
is  still  a  serious  problem,  and  this  bill 
makes  urgently  needed  improvements 
in  the  Steel  Import  Stabilization  Act. 

First,  this  bill  includes  a  provision 
borrowed  from  the  omnibus  trade  bill 
passed  by  the  House  of  Representa- 
tives to  prevent  circumvention  of  bilat- 
eral arrangements  under  the  Steel 
Import  Stabilization  Act.  Steel  that  is 
manufactured  in  a  nonarrangement 
country  from  steel  melted  and  poured 
in  an  arrangement  country  shall  be 
counted  as  steel  from  the  originating 
arrangement  country  and  applied 
toward  that  country's  quantitiative  re- 
strictions. No  longer  will  countries  be 
able  to  circumvent  the  steel  import 
program  by  sending  steel  through  an- 
other country,  because  if  they  try,  we 
will  trace  the  steel  back  to  them. 

This  provision  complements  other 
legislation  I  have  introduced,  S.  2783, 
which  would  deny  beneficial  tariff 
treatment  under  the  Generalized 
System  of  Preferences  [GSP]  to  coun- 
tries that  aid  other  countries  in  cir- 
cumventing U.S.  trade  laws  and  agree- 
ments. How  do  these  two  provisions 
work  together?  If  two  countries  con- 
spire to  circumvent  a  bilateral  steel  ar- 
rangement with  the  United  States,  the 
steel  would  be  counted  against  the 
originating  country's  arrangement  re- 
striction, and  the  cooperating  country 
would  lose  any  benefits  they  have 
under  the  GSP  Program. 

The  second  provision  of  this  bill 
deals  with  the  problem  of  surging  steel 
imports  from  countries  that  have  re- 
fused to  sign  bilateral  arrangements 
with  the  United  States.  Steel  imports 
from  arrangement  countries  have  de- 
creased, but  imports  from  nonarrange 
ment  countries  have  increased  to  intol- 
erable levels.  Canada,  Taiwan,  and 
Sweden  hold  a  5-percent  share  of  the 
domestic  steel  market,  and  are  respon- 
sible for  20  percent  of  steel  imports.  In 
July,  total  steel  imports  surged  to  26.4 
percent,  primarily  due  to  imports  from 
these  and  other  nonarrangement 
countries.  Our  bill  requires  the  U.S. 
Trade  Representative  to  reach  steel 
restraint  agreements  with  Canada, 
Taiwan,  and  Sweden  within  90  days,  or 
else  steel  imports  from  these  countries 
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will  be  limited  to  70  percent  of  their 
1984  level. 

Mr.  President,  2  years  have  passed 
since  we  enacted  the  Steel  Import  Sta- 
bilization Act.  Thousands  of  more  jobs 
have  been  lost  in  the  steel  industry. 
And  still,  we're  not  even  within  strik- 
ing distance  of  the  20.2-percent  goal 
for  steel  imports.  We  won't  ever  reach 
that  goal  unless  we  get  the  major 
steel-producing  nations  to  cooperate 
by  negotiating  a  bilateral  arrange- 
ment. The  workers  and  industries  of 
Ohio  can't  wait  any  longer. 

Mr.  President,  all  the  above  pre- 
sumes that  agreements  made  or  yet  to 
be  made,  can  in  fact  be  enforced.  That 
presumption  may  be  far  from  valid.  I 
am  told  that  this  year,  while  the  ad- 
ministration publicly  agonized  over 
the  trade  imbalance  and  publicly  de- 
plored the  growing  deficit  and  transfer 
of  jobs  abroad,  they  at  the  same  time 
cut  777  customs  officers  from  the  rolls 
and  anticipate  another  cut  of  800  next 
year  to  comply  with  Gramm-Rudman- 
Hollings.  In  other  words,  enforcement 
will  be  declining  from  an  already  low 
level.  New  legislation  will  mean  little, 
if  not  enforced.  We  will  again  have 
raised  the  hopes  of  those  in  the  steel 
industry,  only  to  see  those  hopes  once 
again  dashed.  I  hope  that  the  Appro- 
priations Committee  will  take  the  ini- 
tiative in  providing  funding  now,  in 
bills  before  us,  to  restore  and  expand 
our  customs  force  for  all  the  above 
and  other  obvious  reasons.  It  will  be 
penny-wise  and  very  pound-foolish  to 
do  otherwise. 

I  would  also  call  on  the  administra- 
tion to  include  such  funding  in  the 
new  budget  which  will  be  submitted  to 
the  Congress  in  January  1987. 

Backing  all  the  right  words  with 
action  is  the  only  way  we  preserve  the 
steel  industry  and  put  our  people  back 
to  work. 

I  would  like  to  see  this  bill  passed 
today.  But  I  realize  that  as  a  practical 
matter,  it  probably  will  have  to  be 
passed  as  part  of  an  omnibus  trade 
bill— which  I  also  strongly  support. 
For  it  seems  you  can't  pick  up  the 
newspaper  without  reading  yet  an- 
other headline  about  the  soaring  U.S. 
trade  deficit.  Today's  headline  in  the 
Washington  Post  reads,  "Crippling 
Trade  Deficit  Grows  Worse,"  in  citing 
the  Department  of  Commerce  report 
that  the  U.S.  current  account  deficit 
for  trade  in  goods  and  services  reached 
a  record  $34.7  billion  for  the  second 
quarter  of  1986. 

America's  merchandise  trade  deficit 
for  1986  is  headed  toward  an  all-time 
record  of  $170  billion.  Who's  paid  for 
it?  Over  2  million  working  men  and 
women  have  paid  for  it— with  their 
jobs.  Over  one-half  of  1  million  Ohio- 
ans  have  lost  their  manufacturing  jobs 
since  1981.  I'm  sick  and  tired  of  watch- 
ing our  jobs  and  our  industries  sail 
overseas— while  our  own  exports  are 
sunk  at  the  borders  of  foreign  nations 


who  use  unfair  trading  practices  like 
torpedoes.  And  I  believe  that  given  the 
right  tools  and  a  fair  chance,  Ameri- 
can workers  can  still  outwork,  outin- 
vent,  outcompete.  and  outproduce 
anyone  else  on  the  face  of  this  planet. 

I  hope  my  colleagues  will  take  a 
hard  look  at  the  bipartisan  trade  bills 
pending  in  the  Senate  and  stop  listen- 
ing to  the  propaganda  of  the  adminis- 
tration. In  fact,  I  wish  the  administra- 
tion would  read  these  bills.  Because 
the  legislation  we  support  is  centrist 
legislation,  not  extreme  or  protection- 
ist legislation.  The  legislation 
strengthens  the  tools  of  fair  trade— by 
making  the  President  use  his  author- 
ity imder  the  law  to  combat  unfair 
trade  practices  by  other  countries;  and 
by  encouraging  open  foreign  markets 
to  U.S.  goods.  We're  simply  telling  our 
trading  partners  that  our  markets 
won't  be  fair  game  until  the  game  is 
made  fair. 

So  I  urge  my  colleagues  and  the 
Senate  leadership  to  free  the  fair 
trade  bill  and  allow  the  full  Senate  to 
act  on  trade  legislation  this  year.  And 
I  urge  inclusion  of  this  steel  bill  in 
that  legislation.* 


ADDITIONAL  COSPONSORS 

S.  1251 

At  the  request  of  Mr.  Domenici,  the 
name  of  the  Senator  from  Louisiana 
[Mr.  Long]  was  added  as  a  cosponsor 
of  S.  1251,  a  bill  entitled  "The  Natural 
Gas  Utilization  Act  of  1985". 

S.  2454 

At  the  request  of  Mr.  Morkowski, 
the  name  of  the  Senator  from  Michi- 
gan [Mr.  Levin],  the  Senator  from 
Maine  [Mr.  Cohen],  the  Senator  from 
Massachusetts  [Mr.  Kerry],  the  Sena- 
tor from  South  Dakota  [Mr.  Abdnor], 
the  Senator  from  Florida  [Mrs.  Haw- 
kins], the  Senator  from  Ohio  [Mr. 
Metzenbaum],  and  the  Senator  from 
Illinois  [Mr.  Dixon]  were  added  as  co- 
sponsors  of  S.  2454.  a  bill  to  repeal  sec- 
tion 1631  of  the  Department  of  De- 
fense Authorization  Act.  1985,  relating 
to  the  liability  of  Government  con- 
tractors for  injuries  or  losses  of  prop- 
erty arising  out  of  certain  atomic 
weapons  testing  programs,  and  for 
other  purposes. 

S.  2479 

At  the  request  of  Mr.  Trible.  the 
name  of  the  Senator  from  Maine  [Mr. 
Cohen]  was  added  as  a  cosponsor  of  S. 
2479,  a  bill  to  amend  chapter  39  of 
title  31,  United  States  Code,  to  require 
the  Federal  Government  to  pay  inter- 
est on  overdue  payments,  and  for 
other  purposes. 

S.  2551 

At  the  request  of  Mr.  Denton,  the 
name  of  the  Senator  from  Pennsylva- 
nia [Mr.  Specter]  was  added  as  a  co- 
sponsor  of  S.  2551.  a  bill  to  create  a 
National    Center    on    Youth    Suicide 


under  the  Office  of  Justice  Programs 
in  the  Department  of  Justice. 

S.  2575 

At  the  request  of  Mr.  Leahy,  the 
name  of  the  Senator  from  Arizona 
[Mr.  DeConcini]  was  added  as  a  co- 
sponsor  of  S.  2575,  a  bill  to  amend  title 
18,  United  States  Code,  with  respect  to 
the  interception  of  certain  communi- 
cations, other  forms  of  surveillance, 
and  for  other  purposes. 

S.  2576 

At  the  request  of  Mr.  Durenberger, 
the  name  of  the  Senator  from  New 
Hampshire  [Mr.  Rxtdbcan]  was  added 
as  a  cosponsor  of  S.  2576,  a  bill  to 
amend  title  XVIII  of  the  Social  Secu- 
rity Act  to  require  timely  payment  of 
properly  submitted  medicare  claims. 

S.  2713 

At  the  request  of  Mrs.  Kassebaum, 
the  name  of  the  Senator  from  Missou- 
ri [Mr.  Danforth]  was  added  as  a  co- 
sponsor  of  S.  2713,  a  bill  to  amend  title 
408  of  the  Federal  Aviation  Act  of 
1958  to  ensure  the  preservation  of  em- 
ployee seniority  rights  in  airline  merg- 
ers and  similar  transactions. 

S.  2781 

At  the  request  of  Mr.  Evans,  the 
names  of  the  Senator  from  New  York 
[Mr.  Moynihan],  the  Senator  from 
Massachusetts  [Mr.  Kerry],  the  Sena- 
tor from  Indiana  [Mr.  Lugar],  the 
Senator  from  Pennsylvania  [Mr. 
Heinz],  and  the  Senator  from  Minne- 
sota [Mr.  Durenberger]  were  added  as 
cosponsors  of  S.  2781,  a  bill  to  amend 
the  Energy  Policy  and  Conservation 
Act  with  respect  to  energy  conserva- 
tion standards  for  appliances. 

At  the  request  of  Mr.  Evans,  the 
name  of  the  Senator  from  Florida 
[Mrs.  Hawkins]  was  withdrawn  as  a 
cosponsor  of  S.  2781,  supra. 

S.  2805 

At  the  request  of  Mr.  Mattingly. 
the  name  of  the  Senator  from  Ala- 
bama [Mr.  Denton]  was  added  as  a  co- 
sponsor  of  S.  2805.  a  bill  to  provide  for 
the  imposition  of  the  death  penalty 
for  certain  continuing  criminal  enter- 
prise drug  offenses. 

SENATE  JOINT  RESOLUTION  348 

At  the  request  of  Mr.  Glenn,  the 
name  of  the  Senator  from  South 
Dakota  [Mr.  Pressler]  was  added  as  a 
cosponsor  of  Senate  Joint  Resolution 
348,  a  joint  resolution  to  designate  the 
week  beginning  November  24,  1986,  as 
"National  Family  Caregivers  Week." 

SENATE  JOINT  RESOLUTION  375 

At  the  request  of  Mr.  Levin,  the 
names  of  the  Senator  from  Oklahoma 
[Mr.  BoREN],  the  Senator  from  Florida 
[Mr.  Chiles],  the  Senator  from  South 
Dakota  [Mr.  Pressler],  the  Senator 
from  Arizona  [Mr.  DeConcini],  the 
Senator  from  Ohio  [Mr.  Metzenbaum], 
the  Senator  from  Michigan  [Mr. 
Riegle],  the  Senator  from  Ohio  [Mr. 
Glenn],  the  Senator  from  New  Jersey 
[Mr.    Bradley],    the    Senator    from 
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North  Dakota  [Mr.  Andrews],  the 
Senator  from  New  Jersey  [Mr.  Lauten- 
berg],  and  the  Senator  from  Vermont 
[Mr.  STAfTORD)  were  added  as  cospon- 
sors  of  Senate  Joint  Resolution  375,  a 
joint  resolution  designating  the  week 
beginning  September  21,  1986.  as  'Na- 
tional Adult  Day  Care  Center  Week." 

SENATE  JOINT  RESOLUTION  3SS 

At  the  request  of  Mr.  D'Amato,  his 
name  was  added  as  a  cosponsor  of 
Senate  Joint  Resolution  385.  a  joint 
resolution  to  designate  October  23. 
1986  as  "National  Hungarian  Freedom 
Fighters  Day." 

SENATE  JOINT  RESOLUTION  4  04 

At  the  request  of  Mr.  Simon,  the 
name  of  the  Senator  from  Pennsylva- 
nia [Mr.  Heinz]  was  added  as  a  co- 
sponsor  of  Senate  Joint  Resolution 
404,  a  joint  resolution  to  designate  Oc- 
tober 1986  as  Polish  American  Herit- 
age Month." 

SENATE  JOINT  RESOLUTION  407 

At  the  request  of  Mr.  Chiles,  the 
name  of  the  Senator  from  Indiana 
[Mr.  Lugar]  was  added  as  a  cosponsor 
of  Senate  Joint  Resolution  407,  a  joint 
resolution  designating  November  12, 
1986  as  "Salute  to  School  Volunteers 
Day." 

SENATE  JOINT  RESOLUTION  4  13 

At  the  request  of  Mr.  Bumpers,  the 
names  of  the  Senator  from  West  Vir- 
ginia [Mr.  Rockefeller],  and  the  Sen- 
ator from  Kentucky  [Mr.  Ford]  were 
added  as  cosponsors  of  Senate  Joint 
Resolution  413.  a  joint  resolution  to 
designate  the  month  of  October  1986 
as  "Learning  Disabilities  Awareness 
Month  " 

SENATE  JOINT  RESOLUTION  4  14 

At  the  request  of  Mr.  Packwood,  the 
names  of  the  Senator  from  Tennessee 
[Mr.  Gore],  the  Senator  from  Missis- 
sippi [Mr.  Stennis],  and  the  Senator 
from  Arkansas  [Mr.  Pryor]  were 
added  as  cosponsors  of  Senate  Joint 
Resolution  414,  a  joint  resolution  to 
designate  March  16,  1987  as  "Freedom 
of  Information  Day." 

S.J.  RES.  415 

At  the  request  of  the  Senator  from 
Maine  (Mr.  Mitchell)  the  Senator 
from  Massachusetts  (Mr.  Kennedy), 
the  Senator  from  Connecticut  (Mr. 
Weicker),  and  the  Senator  from 
North  Dakota  (Mr.  Burdick)  were 
added  as  cosponsors  to  S.J.  Res.  415,  a 
joint  resolution  to  provide  for  a  settle- 
ment to  the  Maine  Central  Railroad 
Company  and  Portland  Terminal  Com- 
pany labor-management  dispute. 

SENATE  CONCURRENT  RESOLUTION  65 

At  the  request  of  Mr.  Quayle,  the 
name  of  the  Senator  from  Nebraska 
[Mr.  ExoN]  was  added  as  a  cosponsor 
of  Senate  Concurrent  Resolution  65,  a 
concurrent  resolution  establishing  pro- 
cedures for  expedited  consideration  by 
the  Congress  of  certain  bills  and  joint 
resolutions  submitted  by  the  Presi- 
dent. 


SENATE  CONCURRENT  RESOLUTION  154 

At  the  request  of  Mr.  D'Amato,  the 
name  of  the  Senator  from  Minnesota 
[Mr.  BoscHwiTz]  was  added  as  a  co- 
sponsor  of  Senate  Concurrent  Resolu- 
tion 154,  a  concurrent  resolution  con- 
cerning the  Soviet  Union's  persecution 
of  members  of  the  Ukrainian  and 
other  public  Helsinki  Monitoring 
Groups. 

sAaTE  RESOLUTION  435 

At  the  request  of  Mr.  Moynihan,  the 
name  of  the  Senator  from  Arizona 
[Mr.  Goldwater]  was  added  as  a  co- 
sponsor  of  Senate  Resolution  435,  a 
resolution  to  recognize  Mr.  Eugene 
Lang  for  his  contributions  to  the  edu- 
cation and  the  lives  of  disadvantaged 
young  people. 

SENATE  RESOLUTION  4  64 

At  the  request  of  Mr.  Roth,  the 
names  of  the  Senator  from  Pennsylva- 
nia [Mr.  Heinz],  the  Senator  from 
Florida  [Mr.  Chiles],  the  Senator 
from  Minnesota  [Mr.  Durenberger], 
and  the  Senator  from  Alaska  [Mr.  Ste- 
vens] were  added  as  cosponsors  of 
Senate  Resolution  464,  a  resolution  to 
designate  October  1986  as  "Crack/Co- 
caine Awareness  Month." 


AMENDMENTS  SUBMITTED 


DEPARTMENT  OF  TRANSPORTA- 
TION AND  RELATED  AGENCIES 
APPROPRIATIONS,  1987 


GRAMM  (AND  THURMOND) 
AMENDMENT  NO.  2843 

Mr.  GRAMM  (for  himself  and  Mr. 
Thurmond)  proposed  an  amendment 
to  the  bill  (H.R.  5205)  making  appro- 
priations for  the  Department  of 
Transportation  and  related  agencies 
for  the  fiscal  year  ending  September 
30,  1987,  and  for  other  purposes;  as 
follows: 

On  page  64.  beginning  with  line  6.  strike 
out  all  through  page  65.  line  15. 


UNIFORM  PRODUCT  LIABILITY 


PRESSLER  AMENDMENT  NO.  2844 

(Ordered  to  lie  on  the  table.) 
Mr.  PRESSLER  submitted  an 
amendment  intended  to  be  proposed 
by  him  to  the  bill  (S.  2760)  to  regulate 
interstate  commerce  by  providing  for  a 
uniform  product  liability  law,  and  for 
other  purposes;  as  follows: 

On  page  37,  strike  all  from  line  18  through 
line  21  on  page  38  and  insert  in  lieu  thereof 
the  following: 

SEVERAL  LIABILITY  FOR  DAMAGES 

Sec.  308.  (a)(1)  Except  as  provided  in  para- 
graph (2)  of  this  .subsection,  in  any  civil 
action  alleging  injury  to  a  person,  damage 
to  property,  or  death  of  a  person,  the  liabil- 
ity of  each  defendant  for  damages  shall  be 
several  only  and  shall  not  be  joint.  Each  de- 
fendant shall  be  liable  only  for  the  amount 


of  damages  allocated  to  such  defendant  in 
direct  proportion  to  such  defendant's  per- 
centage of  responsibility  as  determined 
under  subsection  (b)  of  this  section.  A  sepa- 
rate judgment  shall  be  rendered  against 
such  defendant  for  that  amount. 

(2)  In  any  case  where  the  parties  are 
found  to  have  engaged  in  concerted  action, 
the  liability  of  each  defendant  shall  be  joint 
and  several. 

(b)  For  purposes  of  this  section,  the  trier 
of  fact  shall  determine  the  proportion  of  re- 
sponsibility of  each  party  for  the  claimant's 
harm. 

(c)(1)  If  a  claimant  has  released  any  de- 
fendant or  potential  defendant  from  liabil- 
ity for  the  claimant's  harm,  or  if  a  defend- 
ant is  unable  (despite  exercising  all  practica- 
ble means)  to  join  any  other  person  as  a  de- 
fendant in  such  action,  the  trier  of  fact 
shall,  in  determining  the  proportion  of  re- 
sponsibility under  subsection  (b)  of  this  sec- 
tion, consider  the  liability  of  any  person  not 
a  party  to  the  action  if  the  defendant  is  able 
to  prove  that  any  such  person  caused  the 
claimant's  harm. 

(2)  If  a  claimant  has  released  any  defend- 
ant or  potential  defendant  from  liability  for 
the  claimant's  harm,  the  total  amount  of  re- 
sponsibility for  the  claimant's  harm  shall  be 
reduced  by  the  proportion  of  responsibility 
of  any  such  released  defendant  or  potential 
defendant. 

<d)  As  used  in  this  section,  the  term  "con- 
certed action"  means  any  action  consciously 
and  intentionajly  taken  by  two  or  more  de- 
fendants which  resulted  in  the  harm  alleged 
in  such  civil  action.  It  does  not  mean  mere 
consciously  parallel  action. 

Mr.  PRESSLER.  Mr.  President, 
product  liability  is  one  of  the  most  im- 
portant consumer  issues  of  this 
decade.  The  present  law  in  this  area 
has  led  to  increased  product  and  insur- 
ance costs,  and  has  substantially  ham- 
pered product  development  in  the 
United  States.  No  country  in  the  world 
is  subjected  to  this  confused  state  of 
affairs,  and  it  has  put  us  at  a  substan- 
tial competitive  disadvantage  in  the 
area  of  world  trade.  Prompt,  effective 
reform  is  essential. 

The  Commerce  Committee  has  been 
struggling  for  over  5  years  in  an  at- 
tempt to  devise  product  liability  which 
is  strong  enough  to  provide  meaning- 
ful relief  to  American  consumers,  yet 
sensitive  enough  to  protect  plaintiffs' 
rights.  Much  work  remains,  but  this 
legislation  comes  close  to  achieving 
those  goals.  There  will  no  doubt  be  at- 
tempts to  delay  consideration  of  this 
legislation  during  future  stages  in  the 
legislative  process.  But  it  is  imperative 
that  we  go  forward  with  the  debate, 
and  enact  strong  product  liability 
reform  legislation  now. 

I  rise  to  join  in  the  effort  to  enact 
meaningful  product  liability  reform 
legislation.  I  commend  the  distin- 
guished Chairman  of  the  Commerce 
Committee,  Senator  Danforth.  and 
Senator  Kasten  for  their  work  on  this 
issue.  As  a  cosponsor  of  the  committee 
bill,  I  support  their  efforts.  Senator 
Kasten  has  already  said  he  will  be  of- 
fering a  fault  based  standards  amend- 
ment. I  will  support  that  effort  and 
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would  like  to  ask  unanimous  consent 
to  be  named  as  a  cosponsor. 

JOINT  AND  SEVERAL  LIABILITY 

Throughout  the  committee  process  I 
have  placed  special  emphasis  on  the 
problem  relating  to  joint  and  several 
liability.  I  will  focus  my  comments  on 
that  issue. 

Joint  and  several  liability  works  to 
hold  one  person  responsible  for  the 
conduct  of  another.  It  leads  to  sub- 
stantial injustice  to  largely  innocent 
defendants,  consumers,  and  taxpayers. 
It  works  to  increase  the  costs  of  prod- 
ucts and  services,  and  puts  substantial 
pressure  on  local  governments  to 
either  increase  taxes  or  eliminate 
public  facilities  and  services.  It  fails  to 
punish  the  true  wrongdoers.  And  it 
creates  a  great  deal  of  uncertainty  in 
assessing  tort  liability. 

As  presently  applied  in  many  States, 
the  doctrine  of  joint  and  several  liabil- 
ity has  gone  far  beyond  its  original 
common  law  purpose.  Originally,  the 
doctrine  was  applied  when  two  or 
more  defendants  had  conspired  to- 
gether in  a  maimer  that  resulted  in  an 
injury  to  the  plaintiff.  They  were,  in 
effect,  equally  at  fault  and  equally  to 
blame  for  the  harm  inflicted.  There 
was  no  practical  way  to  allocate  the 
relative  fault  of  each  party's  actions. 
The  doctrine  was  later  expanded  to 
hold  responsible  all  parties  involved  in 
causing  the  harm,  regardless  of  wheth- 
er they  acted  'in  concert"  or  inde- 
pendently of  each  other. 

This  expansion  seems  to  be  the 
result  of  the  old  common  law  courts' 
reluctance  to  allocate  fault.  A  party 
was  responsible  either  for  all  the  harm 
inflicted— regardless  if  there  was  1  or 
20  actors— or  none  of  it.  In  order  to 
avoid  the  admittedly  unfair  result  of 
this  "all-or-nothing"  rule  the  courts 
allowed  the  injured  plaintiff  to  collect 
from  anyone  who  could  pay.  Logically, 
the  plaintiffs  would  always  go  to  the 
defendant  with  the  deepest  pocket. 

But  today  the  notion  that  courts  are 
unable  to  allocate  fault  is  universally 
rejected.  Courts  in  virtually  every 
State  apportion  fault  in  some  manner. 
Although  we  have  the  ability  to  deter- 
mine and  apportion  the  relative  degree 
of  fault,  we  continue  to  apply  this  arti- 
ficial doctrine  of  joint  and  several  li- 
ability. A  party  who  is  determined 
only  1  percent  at  fault  can  be  and 
often  is  held  liable  for  100  percent  of 
the  damage  award.  Under  the  present 
system,  the  parties  causing  the  harm 
get  off  scot-free.  We  no  longer  punish 
the  wrongdoers.  We  punish  parties  for 
having  the  deepest  pockets. 

Although  most  people  would  agree 
that  this  makes  little  logical  sense,  I 
am  afraid  that  in  the  past  many  of 
them  thought  this  was  not  such  a  bad 
system  because  it  affected  only  the 
rich  corporations.  Unfortimately,  that 
is  not  what  happens.  Let  me  explain 
the  real  effects  of  the  current  joint 
and  several  liability  doctrine: 


First,  it  is  not  only  the  big  corpora- 
tions that  pay  the  bill.  Cities,  counties. 
States  and  other  local  governments 
are  becoming  the  most  popular  candi- 
dates for  joining  into  a  lawsuit.  Small 
businesses  who  are  responsible  enough 
to  carry  insurance  are  equally  threat- 
ened. It  is  the  average  citizen  who  ulti- 
mately pays  the  claim,  either  through 
increased  taxes,  loss  of  service,  higher 
product  prices,  increased  insurance 
premiums,  community  business  fail- 
ures, or  in  some  other  way.  The  point 
is,  as  any  economist  will  tell  you,  that 
the  "big  corporation"  theory  rarely  re- 
flects the  real  world. 

Second,  the  current  system  discour- 
ages safety.  Not  only  does  it  allow  the 
real  culprits  to  escape  liability,  it  en- 
courages them  to  act  irresponsibly. 
Why  buy  insurance?  Why  worry  about 
delivering  a  safe  product?  Just  set  up  a 
"fly-by-night"  operation  or  create  a 
phony  corporate  subsidiary;  make  all 
the  money  you  can  until  somebody 
sues;  pass  the  buck  or  declare  bank- 
ruptcy; and  start  all  over  again, 
making  the  same  unsafe  product  and 
endangering  the  same  innocent 
people. 

Third,  the  present  joint  and  several 
liability  doctrine  has  been  identified  as 
one  of  the  leading  causes  of  skyrocket- 
ing insurance  premiums— not  only  in 
the  context  of  product  liability  but 
across  the  board.  This  is  why  compa- 
nies and  cities  with  even  the  most 
glowing  safety  records  must  pay  insur- 
ance rates  as  though  they  were  "high 
risk"  customers.  They  not  only  have  to 
insure  against  their  own  actions,  but 
those  of  everyone  with  whom  they 
come  in  contact  or  who  happen  to 
cross  their  border. 

Fourth,  those  who,  for  all  practical 
purposes,  the  ordinary  person  would 
consider  free  of  any  true  fault  are 
being  sued  for  the  sole  reason  that 
they  have  money— or  more  accurately, 
because  they  have  access  to  money  or 
the  ability  to  extract  it  from  others. 
Cities  are  being  sued  in  automobile  ac- 
cidents because  their  street  lights  are 
not  bright  enough.  Balloon  manufac- 
turers are  being  sued  because  they  did 
not  prevent  a  pilot  from  flying  into  a 
telephone  line  on  a  windy  day  years 
after  he  had  purchased  the  aircraft. 
Motorcycle  seat  manufacturers  are 
being  sued  because  they  did  not  manu- 
facture a  seat  that  would  make  the 
passenger  stick  to  it  when  the  motor- 
cycle collided  into  a  car.  And  the  list 
goes  on  and  on.  No  reasonable  person 
would  call  this  justice. 

I  could  go  on  and  on  with  a  litany  of 
the  problems  associated  with  this  doc- 
trine. But  I  think  the  point  has  been 
made.  The  innocent  are  punished 
while  the  wrongdoers  are  rewarded. 
Safety  incentives  are  being  tossed  out 
the  window.  The  lawyers  are  getting 
rich,  and  the  man  on  the  street  is 
paying  the  tab. 


But  I  am  encouraged  by  the  fact 
that  more  and  more  people  are  catch- 
ing on  to  the  game.  They  imderstand 
what  is  happening  and  they  do  not 
like  it.  They  are  demanding  change 
and  this  is  one  area  in  particular  that 
they  have  stressed.  I  held  two  hear- 
ings recently  in  South  Dakota  on  the 
issue  of  liability  insiu^nce.  The  need 
to  change  the  inequities  and  injustices 
resulting  from  the  present  applica- 
tion—or perversion  if  you  will— of  the 
doctrine  of  joint  and  several  liability 
was  the  one  reform  most  often  and 
most  emphatically  urged.  This  call  was 
not  coming  from  the  captains  of  indus- 
try or  the  deep  pocket  corporations 
some  would  like  to  have  us  believe.  It 
was  coming  from  the  smsill  business- 
men, the  county  and  city  officials,  and 
the  ordinary  citizen  who  a  few  years 
ago  had  never  heard  of  the  doctrine. 

But  with  all  of  its  inadequacies 
today,  it  is  clear  that  the  original 
intent  and  application  of  the  doctrine 
w^  just.  It  would  be  a  serious  blunder 
to  return  to  the  days  when  a  plaintiff 
was  denied  deserving  relief  simply  be- 
cause he  or  she  could  not  identify 
which  of  the  negligent  actors  commit- 
ted the  wrong  or  that  any  one  party 
was  responsible  for  the  harm  inflicted. 
Under  the  widely  awicepted  doctrine  of 
comparative  negligence,  that  result  is 
not  necessary  today  and  it  would  not 
be  the  result  under  my  amendment. 

The  language  I  am  proposing  elimi- 
nates the  joint  and  several  liability 
doctrine  as  applied  today  but  contin- 
ues to  hold  all  parties  severally  liable 
to  the  full  extent  of  their  own  actions. 
In  effect,  parties  continue  to  be  fully 
liable  for  all  their  actions. 

The  only  thing  it  changes  is  that 
parties  would  no  longer  be  liable  for 
what  the  court  determines  is  the  fault 
of  others.  If  the  court  finds  a  party's 
actions  to  cause  10  percent  of  the 
harm,  that  party  is  liable  for  10  per- 
cent of  the  damages  awarded.  If  it 
causes  100  percent  of  the  harm,  it  is 
liable  for  100  percent  of  the  damages. 
It  is  that  simple. 

I  do  not  mean  to  imply  this  amend- 
ment is  inconsequential.  I  am  well 
aware  of  the  significance  and  magni- 
tude of  the  impact  this  change  would 
have  on  present  case  law.  Indeed,  I 
would  be  disappointed  if  it  did  not 
have  a  major  impact  on  the  mess  cre- 
ated under  the  present  system. 

There  remains  one  very  important 
question  which  needs  to  be  addressed. 
What  happens  to  the  plaintiff  when 
the  party  who  is  largely  at  fault  has 
no  means  to  pay  and  does  not  carry 
adequate  insurance  coverage?  It  is 
very  true  that  under  my  amendment 
not  all  plaintiffs  would  be  compensat- 
ed to  the  extent  they  are  today  in 
some  cases.  The  answer,  to  be  very 
blunt  about  it,  is  that  they  will  not 
always  be  fully  compensated  when  the 
party  at  fault  cannot  pay.  The  sad  fact 
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of  life  is  that  there  will  always  be 
those  kinds  of  cases.  But  to  use  the 
present  joint  and  several  liability  doc- 
trine in  an  attempt  to  compensate  the 
plaintiff  makes  little  more  sense  than 
to  send  the  witness  of  a  robbery  to  jail 
because  we  cannot  find  the  robber. 

I  realize  there  are  those  who  would 
say  that  there  should  be  social  policy 
that  allows  the  injured  party  to  be 
compensated  to  the  full  extent  of  his 
or  her  injury.  I  am  not  here  to  argue 
against  that  today.  But  what  I  would 
argue  is  that  if  we  do  make  such  a 
jjolicy  decision,  we  should  also  accept 
the  responsibility  to  compensate  the 
injured  party  rather  than  artificially 
passing  it  along  to  a  substantially  in- 
nocent third  party.  To  say  that  be- 
cause someone  was  1  percent  responsi- 
ble for  the  harm  justifies  holding  that 
party  100  percent  responsible  for  the 
damages  ducks  the  issue,  particularly 
in  the  context  of  civil  cases. 

We  have  got  to  return  some  sense  of 
responsibility  to  the  system.  I  think 
we  all  realize  our  tort  system  has 
gotten  out  of  hand.  We  need  to  ad- 
dress it  in  a  thorough  manner. 

COMMITTEE  ACTION  AND  PROPOSED  FLOOR 
AMENDMENT 

We  made  substantial  progress  in  re- 
forming this  inequitable  doctrine  in 
committee,  but  in  my  view  we  did  not 
go  far  enough.  Let  me  explain  a  little 
of  the  background  on  that  issue,  and 
outline  my  intentions.  The  committee 
adopted  joint  and  several  liability 
amendments  which  essentially  abro- 
gated joint  and  several  liability  with 
two  important  qualifications:  The 
reform  was  limited  to  (1)  non-econom- 
ic damages,  and  (2)  it  applies  only  in 
cases  involving  a  product  liability 
action.  This  was  a  political  compro- 
mise. But  as  a  practical  matter,  it  has 
not  gone  far  enough.  I  am  introducing 
an  amendment  today  which  would 
extend  the  reform  to  all  damages- 
economic  and  non-economic— and  it 
would  apply  to  all  cases  involving  a 
claim  of  personal  injury,  property 
damages,  and  wrongful  death. 

Let  me  say  at  the  outset  that  al- 
though I  am  introducing  this  amend- 
ment today,  I  remain  open  to  further 
suggestions  and  refinement.  I  am  not 
inextricably  wed  to  this  approach.  I 
know  there  are  strong  feelings  on  the 
part  of  some  that  we  should  not  ven- 
ture beyond  the  realm  of  product  li- 
ability actions  in  Federal  tort  reform 
proposals.  Additionally,  there  may  be 
some  who  do  not  want  to  extend  the 
reform  beyond  the  non-economic  dam- 
ages compromise.  I  am  sensitive  to 
both  of  those  concerns  and  continue 
to  welcome  suggestions  in  those  and 
other  areas  of  the  measure  I  am  intro- 
ducing today. 

EXPLANATION  OF  THE  AMENDMENT 

Subsection  (a)  abrogates  joint  and 
several  liability  in  all  cases  except 
those  involving  concerted  action.  The 
definition  of  concerted  action  was  in- 


cluded to  make  clear  that  it  does  not 
include  merely  parallel  actions.  For 
example,  liability  for  two  component 
manufactures  would  normally  be  sev- 
eral if  they  acted  independently.  How- 
ever if  they  agreed  to  "cut  corners"  in 
order  to  develop  a  cheaper  product 
they  would  be  jointly  and  severally 
liable. 

This  is  really  the  heart  of  the 
amendment.  The  following  subsections 
are  designed  to  address  some  ancillary 
but  important  procedural  issues  in- 
volved in  this  area. 

Subsection  (b)  makes  clear  that 
there  is  no  burden  of  proof  on  either 
party  as  to  the  proper  apportionment 
of  responsibility.  This  approach  re- 
flects the  language  used  in  the  Senate 
report  accompanying  S.  2760. 

Subsection  (c)  addresses  the  "empty 
chair"  problem.  As  a  general  rule,  only 
parties  to  the  case  should  be  consid- 
ered in  apportioning  responsibility. 
However,  in  those  cases  where  the 
plaintiff  releases  the  defendants  or  po- 
tential defendants,  or  when  the  re- 
maining defendant(s)  cannot— after 
using  best  efforts— bring  in  a  third 
party  through  impleader  practices  or 
other  available  procedures,  then  those 
causes  should  be  considered  in  deter- 
mining the  apportionment  if  the  de- 
fendants can  prove  they  were  a  cause. 
The  burden  is  on  the  defendant  to 
prove  non-parties  were  a  cause.  But,  as 
per  paragraph  (2)  above,  there  should 
be  no  burden  as  to  apportionment  of 
responsibility  percentages.  That  will 
be  left  to  the  trier  of  fact. 

In  addition,  offsetting  adjustments 
would  be  allowed  anytime  the  plaintiff 
releases  a  defendant  or  potential  de- 
fendant. The  offset  should  be  calculat- 
ed based  on  the  percentage  of  respon- 
sibility attributable  to  the  person  re- 
leased rather  than  on  the  amount  of 
compensation  that  has  been  paid  (if 
any)  in  consideration  for  the  release. 


NOTICES  OF  HEARINGS 

COMMITTEE  ON  GOVERNMENTAL  AFFAIRS 

Mr.  ROTH.  Mr.  President,  the 
Senate  Committee  on  Governmental 
Affairs  will  hold  a  hearing  on  Tues- 
day, September  23.  at  10  a.m.,  in  SD- 
342  on  the  nomination  of  Robert  P. 
Bedell  to  be  Administrator  for  Federal 
Procurement  Policy. 

For  further  information,  contact 
Carol  Fox  in  the  committee  office  at 
224-4751. 


AUTHORITY  FOR  COMMITTEES 
TO  MEET 

SELECT  COMMITTEE  ON  INDIAN  AFFAIRS 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Select 
Committee  on  Indian  Affairs,  be  au- 
thorized to  meet  during  the  session  of 
the  Senate  on  Wedne.sday,  September 
17,  between  the  hours  of  2  p.m.  and 
3:30  p.m.  in  order  to  conduct  a  markup 


of  the  following  five  bills:  H.R.  1920.  S. 
2676,  S.  1452,  S.  2564,  and  S.  2107. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

SUBCOMMITTEE  ON  ENVIRONMENTAL  POLLUTION 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Subcom- 
mittee on  Environmental  Pollution,  of 
the  Committee  on  Envirorunent,  be 
authorized  to  meet  during  the  session 
of  the  Senate  on  Wednesday,  Septem- 
ber 17,  1986,  in  order  to  conduct  a 
hearing  on  S.  1352,  and  H.R.  1202.  and 
finally  S.  2741. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ADDITIONAL  STATEMENTS 


GRAMM-RUDMAN-HOLLINGS 
•  Mr.  MOYNIHAN.  Mr.  President,  on 
August  19,  the  Department  of  Com- 
merce revised  its  second  quarter  pre- 
liminary estimate  of  real  GNP  growth: 
from  1.1  to  0.6  percent. 

Recent  economic  performance  has 
prompted  several  noted  economists  to 
express  concerns  about  the  Gramm- 
Rudman-Hollings  deficit  ceilings.  Her- 
bert Stein,  Martin  Feldstein,  Lawrence 
Chimerine.  Alan  Greenspan,  and 
Roger  Brinner  have  all  warned  that 
the  economy  is  weak  and  that  exces- 
sively contractionary  fiscal  policy 
could  trigger  a  recession. 

When  the  President  signed  Gramm- 
Rudman-Hollings  into  law  on  Decem- 
ber 12,  1985,  he  placed  budget  levels 
into  the  Federal  Code.  The  deficit  ceil- 
ings contained  in  the  law— $172  billion 
for  fiscal  year  1986,  $144  billion  for 
fiscal  year  1987,  $108  billion  for  fiscal 
year  1988.  $72  billion  for  fiscal  year 
1989,  $36  billion  for  fiscal  year  1990, 
and  zero  for  fiscal  eyar  1991— were 
based  on  an  assumption  of  sustained 
real  economic  growth  of  about  3V2  per- 
cent over  the  6-year  period. 

On  November  6.  1985,  the  day  the 
Senate  voted  74  to  24  in  favor  of  the 
Gramm-Rudman-Hollings  proposition, 
I  warned  that  Gramm-Rudman-Hol- 
lings: 

•  •  •  assumes  we  know  what  we're  talking 
about,  that  we  can  predict  when  a  recession 
is  coming.  We  can't,  and  neither,  in  this 
matter,  can  anyone  else  *  •  *. 

Economists  do  not  know  the  future— they 
study,  and  barely  know,  the  past.  This  is 
really  an  adventure  in  mad  scientism.  pre- 
tending to  know  what  cannot  be  known. 

On  July  22,  the  Department  of  Com- 
merce announced  that  real  GNP 
growth  in  the  second  quarter  of  1986 
was  1.1  percent.  A  month  later  that  es- 
timate was  cut  in  half. 

On  July  23,  the  Legislation  and  Na- 
tional Security  Subcommittee  of  the 
House  Committee  on  Government  Op- 
erations held  hearings  on  the  state  of 
the  U.S.  economy,  and  the  potential 
effects  of  Gramm-Rudman-Hollings. 
Three  distinguished  economists  testi- 
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fied:  Lawrence  Chimerine,  chairman 
and  chief  economist  for  Chase  Econo- 
metrics; Joseph  W.  Duncan,  chief 
economist  for  the  Dun  &  Bradstreet 
Corp.;  and,  Donald  H.  Straszheim, 
chief  economist  for  Merrill  Lynch. 

Dr.  Chimerine  reported: 

The  slow  and  erratic  economic  growth 
that  began  in  mid- 1984  is  continuing— if 
anything,  the  economy  has  actually  deterio- 
rated somewhat  in  recent  months.  Most  sig- 
nificantly, there  is  no  sign  whatsoever  of 
any  acceleration  of  economic  activity. 

Chase  Econometrics  projects  a  defi- 
cit of  $190  billion  in  fiscal  year  1987— a 
deficit  requiring  $46  billion  of  budget 
cuts  to  meet  the  Gramm-Rudman-Hol- 
lings  deficit  target  of  $144  billion.  Dr. 
Chimerine  forecasts  real  GNP  of 
growth  of  2.4  percent  for  fiscal  year 
1987— about  2  percentage  points  lower 
than  the  forecast  of  the  administra- 
tion. 

Joseph  Duncan  testified: 

The  art  of  forecasting  is  so  weak  that  we 
have  built  the  [Gramm-Rudman-Hollings] 
structure  on  a  very  soft  base. 

Few  respected  economists  would 
argue  with  that  statement.  Dr.  Ru- 
dolph Penner,  Director  of  the  Con- 
gressional Budget  Office,  in  testimony 
delivered  last  October  during  the 
Gramm-Rudman  debate  stated: 

Mr.  Chairman,  given  the  record  of  econo- 
mists, it  will  not  be  difficult  to  convince 
anyone  that  economic  forecasting  is  a  very 
uncertain  art.  Reasonable  men  and  women 
can  differ  widely  about  what  the  future 
holds,  and  even  if  there  is  agreement  on  an 
economic  forecast,  there  is  an  added  layer  of 
uncertainty  involved  in  translating  that 
forecast  into  an  estimate  of  budget  totals. 
For  example,  our  economic  forecasts  may 
give  us  a  reasonable  estimate  of  the  number 
of  people  who  are  eligible  for  a  program, 
such  as  food  stamps,  but  there  may  be  con- 
siderable uncertainty  about  how  many  of 
those  people  choose  to  participate  in  the 
program. 

In  dealing  with  such  uncertainties  in  our 
normal  budget  projections,  we  have  to  make 
a  large  number  of  more  or  less  arbitrary 
choices,  and  substantial  errors  are  possible. 
In  the  context  of  this  bill,  we  might  fail  to 
trigger  the  process  when  subsequent  events 
show  that  the  sequester  was  called  for  or. 
perhaps  worse,  we  might  trigger  a  sequester 
when  subsequent  events  show  that  it  was 
unnecessary  because  the  economy  boomed 
in  an  unexpected  fashion. 

Between  1976  and  1984,  the  GNP 
forecasts  issued  by  the  Office  of  Man- 
agement and  Budget  were,  on  average, 
1.15  percentage  points  off  from  the 
actual  GNP  growth  rate— which  was 
3.3  percent  for  those  years.  The  fore- 
casting record  of  the  Congressional 
Budget  Office  was  only  slightly  better: 
On  average,  0.98  percentage  points  off. 
Dr.  Penner  testified, 

I  consider  any  forecast  of  GNP  that  is  off 
by  no  more  than  one  percentage  point  to  be 
an  excellent  forecast. 

Let  me  point  out  that  an  error  of  1 
percentage  point  is  a  lot  more  than  1 
percent.  If  GNP  were  forecast  to  grow 
at  4  percent,  an  error  of  1  percentage 
point  represents  a  25  percent  error.  If 


GNP  is  expected  to  grow  at  2  percent, 
the  error  doubles  to  50  percent. 

We  approved  Gramm-Rudman  while 
assuming  3.5  percent  real  economic 
growth.  We  have  not  had  that  Icind  of 
economic  performance.  In  February, 
the  Congressional  Budget  Office  pro- 
jected a  deficit  of  $208  billion  in  fiscal 
year  1986.  In  its  August  update,  CBO 
projected  a  deficit  of  $224  billion. 
About  one-half  of  this  deficit  increase 
is  attributable  to  lower  inflation  and 
lower  economic  growth  than  was  pre- 
viously expected. 
Dr.  Chimerine  recently  testified: 
The  GRH  approach  is  very  dangerous  in 
the  current  environment,  because  it  would 
cause  additional  spending  cuts  to  compen- 
sate for  the  added  deficit  caused  by  slower 
economic  growth— this  would  only  slow  the 
economy  further,  and  in  effect,  would  cir- 
cumvent the  automatic  stabilizers  that  have 
served  the  economy  so  well  fo,  many  years. 

Dr.  Chimerine  suggested  deficit  cuts 
of  $25  billion  at  most  for  fiscal  year 
1987. 

Herbert  Stein,  in  a  July  31  Washing- 
ton Post  Op-Ed  commented  on  the 
current  state  of  affairs: 

Grown  men  with  responsible  positions 
stand  up  before  television  cameras  and 
make  this  statement:  Since  the  economy  is 
rising  less  than  expected  earlier  in  the  year, 
and  inflation  is  also  lower  than  expected, 
federal  revenues  will  be  less  than  expected 
and  it  is  therefore  necessary  to  cut  federal 
expenditures  below  the  level  planned  previ- 
ously. 

I  do  not  understand  it.  *  *  * 

Is  our  revulsion  against  the  economics  of 
Keynes  so  great  that  we  not  only  deny  what 
he  said  but  assert  with  confidence  that  the 
opposite  is  true?  That  is.  do  we  now  think 
that  cutting  government  expenditures  is  a 
reliable  way  to  stimulate  a  sluggish  econo- 
my or  prevent  a  threatened  recession. 

On  August  13,  in  an  Op-Ed  which 
appeared  in  the  Washington  Post. 
Martin  and  Kathleen  Feldstein  wrote: 

•  •  •  it  would  be  wise  to  redefine  deficit 
reduction  goals  if  the  economy  does  slow 
down.  Tax  revenue  automatically  falls  and 
the  deficit  swells  when  the  economy  slows 
down.  It  would  be  just  the  wrong  response 
for  Congress  to  cut  spending  even  further  in 
that  situation.  The  proper  goal  of  deficit  re- 
duction over  the  next  few  years  should  be 
adjusted  for  the  business  cycle.  If  the  econo- 
my slows,  and  unemployment  rises,  the 
target  level  for  the  deficit  should  be  raised 
accordingly. 

Roger  Brinner  of  Data  Resources. 
Inc.,  suggested  in  DRIs  August  report 
that  the  GRH  targets  be  revised  down- 
ward to  take  into  account  projected 
2.75  real  GNP  growth  and  7  percent 
unemployment.  He  further  suggests 
that  these  alternative  targets— $186 
billion  in  fiscal  year  1987,  $152  billion 
in  fiscal  year  1988,-  $118  billion  in 
fiscal  year  1989.  $84  billion  in  fiscal 
year  1990,  and  $50  billion  in  fiscal  year 
1991— be  amended  if  the  unemploy- 
ment rate  varies  from  the  expected 
rate  of  7  percent.  He  suggests  a  rule  of 
$5  billion  increase  in  allowed  deficits 
per  one-tenth  of  a  percentage  point  in- 
crease in  unemployment. 


Herbert  Stein,  Martin  Feldstein,  and 
Roger  Brirmer  all  agree  that  we  ought 
to  adjust  deficit  reduction  goals  for 
the  business  cycle.  We  cannot  simply 
repudiate  it. 

When  will  Congress  and  the  admin- 
istration stop  and  listen? 

We  will  say  that  we  have  met  the 
Gramm-Rudman-Hollings  targets 

before  we  adjourn  on  October  3.  Most 
probably  we  will  take  tiie  one-time 
windfall  of  about  $9  billion  from  the 
tax  reform  legislation  and  count  that 
toward  meeting  the  deficit  ceiling  for 
fiscal  year  1987  of  $154  billion. 

That  will  be  a  mistake. 

Next  year,  that  $9  billion  won't  be 
there;  instead,  tax  receipts  will  fall  off 
some.  At  the  same  time,  the  deficit 
ceiling  will  drop  further,  to  $108  bil- 
lion. As  a  result,  we  will  have  to  de-* 
crease  the  deficit  some  $50  to  $75  bil- 
lion to  meet  the  Gramm-Rudman-Hol- 
lings target  for  fiscal  year  1988.  That 
will  not  be  achieved,  and  the  Gramm- 
Rudman-Hollings  process,  as  recently 
described  by  the  Senator  from  Missou- 
ri—with whom  I  serve  on  both  the  Fi- 
nance and  Budget  Committees— will  be 
a  dead  duck. 

If,  as  many  respected  economists 
suggest,  we  cannot  meet  the  deficit 
targets  without  causing  a  recession, 
and  if,  as  I  believe,  we  will  find  that 
we  have  a  deficit  of  $170  or  $180  bil- 
lion at  this  time  next  year,  why  do  we 
say  we  are  going  to  do  things  that  we 
know  we  cannot  do? 

I  ask  that  the  Op-Ed  by  Martin  Feld- 
stein and  Kathleen  Feldstein,  and  that 
by  Herbert  Stein  be  printed  in  the 
Record.  I  also  ask  that  an  August  17 
Washington  Post  article.  -Will  Budget 
Cuts  Hurt  the  Economy,"  be  printed 
in  the  Record. 

The  material  follows: 

[From  the  Washington  Post,  Aug.  13,  19861 

You  Cant  Stop  a  Slowdown,  But  You  Can 
Ease  It 

(By  Martin  Feldstein  and  Kathleen 
Feldstein ) 

There  is  increasing  nervousness  among 
private  economists  and  official  forecasters 
about  the  economic  climate  for  the  remain- 
der of  this  year  and  into  1987.  This  is  pri- 
marily due  to  a  new  concern  about  the  con- 
tractionary effects  that  will  follow  from  the 
tax-reform  bill  and  from  the  ongoing  effort 
.  to  reduce  government  outlays. 

While  the  lower  dollar  and  declining  inter- 
est rates  should  provide  a  boost  to  the  econ- 
omy in  the  months  ahead,  so  far  the  trade 
turnaround  "from  the 'decline  in  the  dollar 
has  been  very  slow.  Although  our  net  ex- 
ports will  continue  to  increase,  this  expan- 
sion may  not  be  fast  enough  to  balance  the 
contractionary  fiscal  effects  that  will  be 
dragging  the  economy  down. 

The  most  serious  drag  is  likely  to  come 
from  the  tax  bill  that  should  soon  emerge 
from  the  conference  committee.  Although 
the  tax  bill  is  projected  to  be  revenue-neu- 
tral for  the  first  five  years  as  a  whole,  the 
version  produced  by  the  Senate  has  a  $20 
billion  revenue  increase  for  1987.  That  in- 
creased tax  revenue  will  have  the  effect  of 
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depressing  demand  just  as  the  recovery  is 
showing  signs  of  stalling. 

Even  more  significant  to  the  level  of 
demand  in  the  economy  will  be  the  changed 
incentives  for  private  business  investment. 
Eliminating  the  investment  tax  credit  and 
lengthening  depreciation  allowances  for  in- 
vestments in  structures  will  be  a  substantial 
disincentive  for  business  investment.  And 
the  overall  increase  in  corporate  taxes, 
which  is  necessary  to  finance  the  increased 
personal  exemption  and  lower  personal  tax 
rates,  also  reduces  funds  available  for  in- 
vestment. Its  not  surprising  that  business 
investment  has  already  slipped  badly  and 
that  the  investment  outlook  for  1987  is 
poor. 

In  the  near  term,  the  necessary  process  of 
deficit  reduction  is  the  other  important  con- 
tractionary effect  to  worry  about.  Over  the 
past  year,  the  prospect  of  significant  deficit 
reduction  by  Congress  has  helped  bring 
down  interest  rates  and  contributed  to  the 
dollar's  decline  and  thus  has  boosted  eco- 
nomic activity.  But  the  actual  deficit  reduc- 
tion that  can  be  expected  between  1986  and 
1987  is  a  two-edged  sword. 

The  resulting  confidence  in  declining  defi- 
cits will  continue  to  encourage  lower  inter- 
est rates  and  to  maintain  a  competitive 
dollar.  But  at  the  same  time,  the  actual  defi- 
cit reduction  means  less  demand  for  goods 
and  services  and  therefore  a  temporary  de- 
cline in  economic  activity. 

Is  there  any  remedy  for  this  expected 
drag  on  the  economy?  We  accept  as  inevita- 
ble that  there  will  be  a  tax  bill  and  that  it 
will  have  adverse  effects  on  investment 
demand  that  will  depress  economic  activity 
over  the  next  two  years  of  that  will  slow 
growth  in  the  longer  term.  Another  given, 
in  our  view,  is  that  the  Fed  can  now  do  little 
to  boost  demand  through  lower  interest 
rates.  And  jawboning  Germany  and  Japan 
to  increase  their  own  economic  activity  has 
little  relevance  for  the  U.S.  economic  out- 
look. 

But  it  is  important  to  avoid  further  damp- 
ening of  the  economy  through  loss  of  confi- 
dence by  the  financial  markets.  The  finan- 
cial markets  will  need  reassurance  that  defi- 
cit reduction  will  continue.  With  the  recent 
Supreme  Court  ruling  adding  uncertainty  to 
the  outlook  for  the  Gramm-Rudman  proc- 
ess, financial  markets  would  respond  badly 
to  any  hint  that  Congress  has  lost  the  stom- 
ach for  spending  cuts.  Loss  of  confidence  in 
Congress  could  result  in  rising  interest  rates 
and  a  sinking  stock  market  that  would  fur- 
ther depress  business  investment. 

However,  it  would  be  wise  to  redefine  defi- 
cit reduction  goals  if  the  economy  does  slow 
down.  Tax  revenue  automatically  falls  and 
the  deficit  swells  when  the  economy  slows 
down.  It  would  be  just  the  wrong  response 
for  Congress  to  cut  spending  even  further  in 
that  situation.  The  proper  goal  of  deficit  re- 
duction over  the  next  few  years  should  be 
adjusted  for  the  business  cycle.  If  the  econo- 
my slows  and  unemployment  rises,  the 
target  level  for  the  deficit  should  be  raised 
accordingly. 

One  rule  of  thumb  would  be  to  raise  the 
target  level  by  $4  billion  for  each  one-tenth 
of  a  percent  rise  in  the  unemployment  rate. 
If  unemployment  should  rise  from  the  cur- 
rent 7.1  percent  to  7.5  percent,  the  target 
deficit  level  for  1987  would  rise  from  $144 
billion  to  $160  billion. 

These  measures  will  not  stop  a  slowdown 
In  the  economy,  but  by  responding  sensibly 
to  changes  in  the  economic  climate.  Con- 
gress can  prevent  more  serious  deteriora- 
tion. 
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Prom  the  Washington  Post.  July  31.  1986] 

The  Wrong  Time  to  Cut  Government 

Spending 

(By  Herbert  Stein) 

Grown  men  with  responsible  positions 
stand  up  before  television  cameras  and 
make  this  statement:  Since  the  economy  is 
rising  less  than  expected  earlier  in  the  year, 
and  inflation  is  also  lower  than  expected, 
federal  revenues  will  be  less  than  expected 
and  it  is  therefore  necessary  to  cut  federal 
expenditures  below  the  level  planned  previ 
ously. 

I  do  not  understand  it.  Why  are  we  pun- 
ishing ourselves  in  this  way?  Does  the  slow- 
down in  the  U.S.  economy  mean  that  the 
Russians  are  weaker  or  more  amiable  and 
the  buildup  of  our  military  strength  is 
therefore  less  urgent?  Is  the  need  to  look 
after  the  poor  and  homeless  diminished?  (Is 
the  ebbing  tide  lifting  all  the  boats?)  What- 
ever was  the  previous  justification  for 
spending  $30  billion  on  aid  to  agriculture— is 
that  justification  now  weaker?  Obviously 
not. 

With  both  less  output  and  less  inflation 
than  we  previously  forecast  are  we  now  less 
able  to  afford  those  things  we  previously 
thought  we  needed?  Surely  the  answer  to 
that  is  no.  On  the  contrary,  there  will  now 
be  more  unutilized  productive  capacity  with 
which  to  meet  the  government's  require- 
ments, and  less  risk  of  inflation.  The  answer 
would  be  different  if  the  economy  were  lag- 
ging behind  previous  forecasts  because 
output  was  bumping  up  against  a  ceiling  of 
capacity,  but  that  does  not  seem  to  be  the 
case. 

Is  our  revulsion  against  the  economics  of 
Keynes  so  great  that  we  not  only  deny  what 
he  said  but  assert  with  confidence  that  the 
opposite  is  true?  That  is.  do  we  now  think 
that  cutting  government  expenditures  is  a 
reliable  way  to  stimulate  a  sluggish  econo- 
my or  prevent  a  threatened  recession? 

The  question  may  be  put  more  concretely: 
In  the  past  year  output  increased  by  2.7  per- 
cent, which  is  probably  somewhat  below  our 
potential  growth  rate,  and  unemployment 
was  fairly  steady  at  around  7  percent.  Now 
there  is  an  expectation  that  output  will  rise 
in  the  next  year  at  about  the  same  rate,  or 
possibly  less.  In  these  circumstances,  is  it 
prudent  to  cut  expenditures  below  the  presi- 
dent's budget  level  in  order  to  reduce  the 
deficit  from  $210  billion  in  fiscal  year  1986 
to  $144  billion  in  fiscal  year  1987?  (That 
figure.  $144  billion,  is  the  Gramm-Rudman 
target  for  the  1987  deficit.  Because  of  the 
peculiarities  of  Gramm-Rudman  account- 
ing, it  appears  that  about  $25  biUion  Of 
taxes  collected  in  1987  will  not  be  counted 
and  about  $15  billion  of  expenditures  will 
not  be  counted.  Thus,  if  the  "Gramm- 
Rudman  deficit"  is  $144  billion  the  "real" 
deficit  may  be  $134  billion.) 

My  pre-Keynesian  and  anti-Keynesian 
professors  knew  better  than  that.  Even  Her- 
bert Hoover  knew  better  than  that.  A  thor- 
ough-going classicist  or  monetarist  might 
deny  that  increasing  government  expendi- 
tures would  have  even  a  short-run  stimulat- 
ing effect  on  the  economy.  He  woud  not  say 
that  cutting  expenditures  would  have  a 
short-run  stimulating  effect  on  the  econo- 
my, so  that  it  was  necessary  to  cut  other- 
wise worthwhile  expenditures  in  order  to 
fend  off  a  recession. 

What  leads  to  the  present  foolish  talk 
about  the  budget  is  Gramm-Rudman.  But 
even  Gramm-Rudman  does  not  imply  that 
cutting  expenditures  is  a  good  prescription 
for  dealing  with  economic  sluggishness.  The 
Gramm-Rudman  law  provides  that  if  the 


real  GNP  rises  at  less  than  an  annual  rate 
of  1  percent  for  two  consecutive  quarters 
the  deficit  limits  are  suspended  for  the  cur- 
rent and  following  fiscal  year. 

This  is  recognition  that  cutting  spending 
does  not  cure  recessions.  Once  the  GNP 
growth  rate  falls  below  1  percent  for  two 
consecutive  quarters  the  ceiling  on  the  defi- 
cit is  off.  But  as  long  as  the  growth  rate  re- 
mains at  1.1  percent— as  it  was  in  the  second 
quarter  of  1986— or  higher,  the  targets  must 
be  met.  They  must  be  met  even  if,  with  the 
economy  sluggish  and  revenues  rising 
slowly,  thay  requires  holding  expenditures 
below  levels  that  are  worthwhile,  that  are 
well  within  the  economy's  capacity,  and 
that  are  not  harmful  but  possibly  helpful  to 
the  health  of  the  economy. 

Sophisticated  people  to  whom  I  express 
my  concerns  about  the  idea  of  cutting  ex- 
penditures to  meet  a  shortfall  of  revenue 
tell  me  not  to  worry.  The  government  will 
not  really  meet  the  Gramm-Rudman  tar- 
gets. All  Gramm-Rudman  requires  is  that  at 
the  beginning  of  fiscal  1987  there  should  be 
an  official  estimate  that  the  deficit  will  not 
exceed  $144  billion  for  the  year.  The  law 
does  not  require  that  the  deficit  actually  be 
less  than  $144  billion. 

This  solution  is  unsatisfactory  for  two  rea-' 
sons: 

First,  the  government  should  not  pretend 
to  do  what  it  does  not  intend  to  do.  This  is 
more  than  a  moral  injunction.  It  has  prag- 
matic significance.  The  credibility  of  the 
government  is  an  asset— more  valuable  as  it 
becomes  scarcer— and  it  should  not  be 
wasted. 

Second,  while  a  sharp  reduction  of  ex- 
penditures in  response  to  the  slowdown  of 
the  economy  would  be  unwise,  to  destroy 
completely  the  expectation  that  the  size  of 
the  deficit  will  be  brought  under  sufficient 
restraint  to  prevent  continued  increase  in 
the  size  of  the  federal  debt  relative  to  the 
GNP  would  also  be  unwise.  That  could 
cause  an  increase  in  long-term  interest  rates 
that  would  be  harmful  to  economic  growth. 
The  de  facto  abandonment  of  Gramm- 
Rudman,  without  the  establishment  of  any 
substitute  rule  of  fiscal  policy,  will  destroy 
all  hope  of  deficit  restraint.  We  find  our- 
selves in  a  position  where  we  can't  live  with 
Gramm-Rudman  and  can  hardly  live  with- 
out it. 

We  need  a  fiscal  policy  that  will  limit  the 
long-run  growth  of  the  deficit  and  the  debt 
while  not  enforcing  inefficient  and  probably 
destabilizing  changes  of  government  ex- 
penditures in  response  to  fluctuations  of  the 
economy.  Fifty  years  ago  people  talked 
about  balancing  the  budget  over  the  busi- 
ness cycle  as  a  solution  to  this  problem. 
Forty  years  ago  the  Committee  for  Econom- 
ic Development  proposed  the  policy  of  bal- 
ancing the  budget  at  high  employment  for 
the  same  purpose.  Even  a  few  years  ago 
people  were  talking  about  the  difference  be- 
tween the  "structural"  deficit  and  the 
actual  deficit,  which  was  a  way  of  distin- 
guishing between  our  long-run  position  and 
our  cyclical  position. 

The  attractive  nuisance  of  Gramm- 
Rudman  diverted  attention  from  all  that, 
but  our  present  situation  shows  the  urgency 
of  returning  to  the  problem  of  reconciling 
our  long-run  and  short-run  fiscal  require- 
ments. 
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[Prom  the  Washington  Post,  Aug.  17.  19861 
Will  Budget  Cuts  Hurt  Economy? 
(By  John  M.  Berry) 
A    growing    number    of    economists    are 
warning  that  the  Gramm-Rudman-Hollings 
budget  deficit  targets  for  fiscal  1987  will  re- 
quire spending  cuts  or  tax  increases  so  large 
that  they  would  severely  damage  the  econo- 
my. 

The  Gramm-Rudman-Hollings  law  aims 
for  a  1987  deficit  of  $144  billion.  Reaching 
that  level  from  this  years  deficit  of  $225  bil- 
lion or  so,  these  economists  believe,  will  re- 
quire too  much  fiscal  restraint  for  a  slug- 
gish economy  to  swallow  in  one  dose.  Some 
suggest  that  forcing  it  down  could  send  the 
economy  into  recession. 

Government  spending,  like  consumer  out- 
lays or  business  investment,  is  part  of  the 
total  economy.  If  it  is  reduced,  there  is  less 
demand  for  goods  and  services,  and  the 
economy  slows.  If  taxes  are  increased,  indi- 
viduals and  businesses  have  less  after-tax 
income  to  spend,  which  has  the  same  de- 
pressing effect  on  the  economy.  Economists 
are  less  certain  about  these  relationships 
than  they  used  to  be,  but  they  generally 
agree  that,  in  the  short  run,  a  very  large, 
rapid  reduction  in  the  deficit  could  slow  eco- 
nomic growth. 

Instead  of  trying  for  an  $80  billion  cut  in 
one  year— which  would  equal  about  2  per- 
cent of  the  gross  national  product— a 
number  of  economists  say  a  reduction  of 
about  half  that  size,  to  a  deficit  of  around 
$180  billion,  would  be  more  appropriate. 

Other  analysts  say  that  they  also  would 
be  worried  about  the  impact  of  the  fiscal  re- 
straint if  they  thought  there  was  any  real 
chance  that  Congress  would  take  meaning- 
ful steps  to  get  close  to  the  $144  billion 
target.  Some  changes  under  consideration, 
such  as  selling  government  as.sets  or  moving 
a  military  pay  day  by  one  day  at  the  end  of 
the  fi.scal  year,  would  effect  the  deficit  but 
have  virtually  no  economic  impact. 

No  less  an  advocate  of  smaller  deficits 
than  Federal  Reserve  Chairman  Paul  A. 
Volcker  recently  suggested  in  congressional 
te.slimony  that  the  1987  deficit  target  is  too 
ambitious. 

Volcker  has  long  argued  that  large  budget 
deficits  have  contributed  to  creation  of  the 
nation's  enormous  trade  deficit  and  helped 
keep  interest  rates  higher  than  they  other- 
wise would  have  been. 

But  like  the  other  economists  expressing 
concern  that  an  $80  billion  or  larger  reduc- 
tion in  the  deficit  in  one  year  would  squeeze 
the  economy  too  hard,  Volcker  indicated  he 
believes  that  a  cut  of  that  magnitude  could 
prove  to  be  too  much  of  a  good  thing— 
though  it  clearly  made  him  uncomfortable 
to  say  so. 

At  the  Congressional  Budget  Office,  Di- 
rector Rudolph  G.  Penner  shares  Volcker"s 
concern,  though  following  the  CBO's  usual 
practice,  he  will  not  make  a  specific  policy 
recommendation  on  the  matter. 

"It  was  something  we  worried  about  a  lot 
making  our  forecast,"  Penner  said. 

That  forecast  showed  the  economy  grow- 
ing at  a  3.5  percent  pace  during  1987.  after 
adjustment  for  inflation.  And  it  assumed  a 
deficit  of  $154  billion,  the  upper  limit  of  a 
$10  billion  tolerance  range  allowed  by 
Gramm-Rudman-Hollings.  rather  than  $144 
billion. 

In  its  economic  and  budget  update,  re- 
leased earlier  this  month,  CBO  put  it  this 
way: 

"The  short-run  impacts  of  such  large 
changes  in  fiscal  policy  and  the  tax  struc- 
ture are  a  subject  of  controversy  among 


economists.  CBO's  forecast  assumes  that 
the  short-run  contractionary  impact  of 
changing  fiscal  policy  will  be  quickly  offset 
by  an  improved  trade  balance  and  by  lower 
interest  rates  than  would  otherwise  prevail. 
If  these  offsetting  forces  occur  more  slowly 
than  expected,  an  increase  in  economic 
growth  may  be  delayed." 

Penner  believes  that  the  growing  interna- 
tionalization of  the  American  economy  has 
weakened  the  previous  link  between 
changes  in  fiscal  policy  and  changes  in  eco- 
nomic activity.  Since  1982,  the  large  budget 
deficits  have  been  accompanied  by  large  and 
rising  trade  deficits  that  have  offset  some  of 
the  economic  stimulus  that  the  budget  defi- 
cits provided. 

Now  CBO  is  counting  on  these  relation- 
ships to  be  symmetrical,  with  a  falling  trade 
deficit  to  provide  an  economic  spur  for  U.S. 
production  and  consumption  at  the  same 
time  the  declining  budget  deficit  is  having  a 
restraining  influence. 

"Our  forecast  is  highly  dependent  on  that 
relationship,"  Penner  said,  "and  some  of  our 
economists  have  voiced  concern  that  they 
may  not  work  in  tandem. 

"Interest  rates  are  also  related,"  he  ex- 
plains. 'The  marketplace  has  moved  some 
of  the  good  of  reducing  deficits  forward" 
through  lower  rates. 

And  that  also  causes  the  CBO  director  to 
raise  a  point  about  changing  the  Gramm- 
Rudman-Hollings  targets.  "There  would  be 
a  real  question  how  the  marketplace  would 
react  to  that,  especially  if  we're  right  that 
part  of  the  interest  rate  decision  was  due  to 
a  sense  that  we  have  some  sense  of  disci- 
pline in  the  [budget]  process.  " 

Alan  Greenspan,  the  former  chairman  of 
the  Council  of  Economic  Advisers  who  now 
heads  Townsend-Greenspan  &  Co..  a  New 
York  economic  consulting  firm,  is  another 
advocate  of  smaller  deficits  who  is  troubled 
by  the  1987  target  and  its  possible  impact: 

"It  has  become  increasingly  evident  in 
recent  weeks  that  the  $144  billion  target  set 
for  fiscal  1987  followed  by  a  1988  target  of 
$108  billion  is  probably  unreachable." 
Greenspan  told  his  clients  recently. 

•The  budget  deficit  for  fiscal  1986  is  likely 
to  be  $220  billion,  or  perhaps  even  larger. 
With  the  economic  outlook  somewhat  sub- 
dued, the  prospect  of  enough  growth  in  rev- 
enues to  reduce  the  deficit  sharply,  even 
should  spending  be  constrained  significant- 
ly, looks  remote  .  .  .  Certainly,  after  the  No- 
vember elections  when  it  becomes  politically 
safer  to  oppose  G-R-H.  one  must  assume  a 
plethora  of  proposals  will  be  forthcoming  to 
alter  the  path  of  deficit  reduction. " 

Another  former  CEA  Chairman.  Martin 
Feldstein  of  Harvard  University,  is  question- 
ing the  appropriateness  of  the  targets  if  the 
economy  remains  sluggish,  and  particularly 
if  unemployment  starts  to  go  up.  During  his 
time  at  the  CEA,  Feldstein  repeatedly  rai.sed 
White  House  hackles  by  urging  quick  action 
to  reduce  the  growing  budgetary  red  ink. 

Earlier  this  month,  Feldstein  and  his  wife, 
who  also  is  an  economist,  wrote  in  a  newspa- 
per column,  "In  the  near  term  the  necessary 
process  of  deficit  reduction  is  Ian]  impor- 
tant contractionary  effect  to  worry  about. 

"During  the  past  year  the  prospect  of  sig- 
nificant deficit  reduction  by  Congress  has 
helped  bring  down  interest  rates  and  con- 
tributed to  the  dollar's  decline  and  thus  has 
boosted  economic  activity.  But  the  actual 
deficit  reduction  that  can  be  expected  be- 
tween 1986  and  1987  is  a  two-edged  sword. " 
the  Peldsteins  said. 

"The  resulting  confidence  in  declining 
deficiU  will  continue  to  encourage  lower  in- 


terest rates  and  to  maintain  a  competitive 
dollar.  But  at  the  same  time  the  actual  defi- 
cit reduction  means  less  demand  for  goods 
and  services  and  therefore  a  temporary  de- 
cline in  economic  activity." 

The  Peldsteins  said  that  it  is  important 
not  to  cause  financial  market  participants 
to  doubt  that  deficit  reduction  will  occur. 
"Loss  of  confidence  in  Congress  could  result 
in  rising  interest  rates  and  a  sinking  stock 
market  that  would  further  depress  business 
investment. 

"However,  it  would  be  wise  to  redefine 
deficit  reduction  goals  if  the  economy  does 
slow  down,"  They  continued,  "Tax  revenue 
automatically  falls  and  the  deficit  swells 
when  the  economy  slows  down.  It  would  be 
just  the  wrong  response  for  Congress  to  cut 
spending  even  further  in  that  situation.  The 
proper  goal  of  deficit  reduction  in  the  next 
few  years  should  be  adjusted  for  the  busi- 
ness cycle.  If  the  economy  slows  and  unem- 
ployment rises,  the  target  level  for  the  defi- 
cit should  be  raised  accordingly." 

The  Peldsteins  suggested  this  rule  of 
thumb:  raise  the  target  level  by  $4  billion 
for  each  one-tenth  of  a  percentage  point  in- 
crease in  the  nation's  unemployment  rate 
above  current  levels  of  7  percent. 

Roger  Brinner  of  Data  Resources  Inc..  an 
economic  consulting  and  forecasting  firm, 
last  month  proposed  a  similar  rule  of 
thumb,  with  a  $5  billion  shift  of  the  target 
instead  of  $4  billion. 

•The  targets  must  be  amended  only  in 
detail,  not  in  principle."  Brinner  wrote  in 
the  DRI  Review.  'The  economic  environ- 
ment is  not  as  robust  as  originally  hoped, 
and  the  budgetary  takeoff  position  is 
weaker.  The  original  legislation  called  for 
steady  progress  ($36  billion  per  year)  toward 
budget  balance  by  1991.  assuming  the  econ- 
omy would  then  be  characterized  by  a  6  per- 
cent unemployment  rate.  Furthermore,  it 
was  assumed  that  the  fiscal  1986  deficit 
could  be  reduced  to  approximately  $180  bil- 
lion through  lough  budgetary  initiatives 
early  this  year. 

•'With  the  economy  unable  to  break  away 
from  7  percent  unemployment  and  with  a 
projected  1986  deficit  of  $220  billion,  howev- 
er, a  $35  billion  to  $40  billion  increase  in 
next  year's  target  and  a  new  medium-term 
path  for  deficit  reduction  are  justified. "  he 
said. 

Brinner's  proposed  path  would  take  the 
deficit  down  to  $50  billion  in  1991  instead  of 
zero,  as  under  Gramm-Rudman-Hollings. 

Economists  are  far  less  sure  these  days 
that  they  know  how  to  measure  properly 
the  size  of  a  budget  deficit  or  to  calculate  ite 
likely  economic  impact. 

For  instance.  Robert  Eisner  of  Northwest- 
ern University  argues  in  his  book.  'How 
Real  Is  the  Federal  Deficit."  that  the  re- 
ported deficit  must  be  reduced  by  the  loss  of 
real  value  in  the  outstanding  public  debt 
due  to  inflation.  Thus,  in  1986.  with  about  a 
2  percent  inflation  rate  and  roughly  $1.5 
trillion  worth  of  publicly  owned  federal 
debt,  there  is  about  a  $30  billion  offset. 

John  Paulus.  managing  director  and  chief 
economist  of  Morgan  Stanley  &  Co..  a  New 
York  investment  banking  firm,  also  says 
that  the  holders  of  federal  debt  recognize 
the  loss  of  real  value  in  their  holdings  each 
year  and  respond  by  reinvesting  an  amount 
equal  to  that  loss  of  real  value. 

If  Paulus  is  right,  the  impact  of  large  defi- 
cits on  financial  markets,  and  therefore  on 
interest  rates,  could  be  considerably  less 
than  one  might  suppose.  By  his  accounting, 
it  would  take  actual  deficit  reductions  con- 
siderably smaller  than  those  set  by  Gramm- 
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Rudman-HoUings  to  put  the  deficit  by  1991 
into  what  he  calls  a  ■"neutral"  position  as 
far  as  financial  markets  are  concerned. 
Gramm-Rudman-Hollings  calls  for  a  bal- 
anced budget  that  year. 

But  whatever  adjustments  one  makes  to 
the  calculation  of  the  size  of  the  deficit  and 
its  likely  economic  impact,  there  remains 
the  worry  that  reducing  it  by  more  than  $80 
billion  in  one  year  alone  may  be  too  much. 

"For  those  of  us  who  highly  prize  econom- 
ic growth  and  low  unemployment,  the  risk 
of  insufficient  fiscal  stimulus  must  be 
weighted  heavily,"  Eisner  concludes  in  his 
book.  "One  cannot  properly  counsel  budget 
balancing  in  an  economy  with  unemploy- 
ment stUl  near  7  percent  and  real  economic 
growth  well  below  its  potential. 

"The  politics  of  Gramm-Rudman  notwith- 
standing, a  budget  balanced  by  current  fed- 
eral rules  of  accounting  is  an  invitation  to 
economic  disaster,"  Eisner  declares. 

Politically,  no  one  wants  to  go  before  the 
electorate  this  fall  vulnerable  to  a  charge  by 
an  opponent  that  he  or  she  is  in  favor  of  big 
deficits.  Politically  and  economically,  the 
question  is  how  fast  the  deficit— which 
clearly  will  l)e  a  record  in  fiscal  year  1986. 
which  ends  next  month— can  be  safely  re- 
duced.* 


THE  NEW  ENGLAND  TEAM 

•  Mr.  KENNEDY.  Mr.  President,  I 
would  like  to  take  this  opportunity  to 
place  in  the  Record  a  New  York  Times 
article  about  two  of  my  colleagues 
from  New  England,  Senator  Pell  and 
Senator  Stafford. 

For  almost  a  year,  the  Education 
Subcommittee  has  been  working  dili- 
gently on  the  reauthorization  of  the 
Higher  Education  Act.  We  have  com- 
pleted the  conference  and  it  appears 
that  we  will  soon  present  the  Presi- 
dent with  a  finely  crafted  reauthoriza- 
tion that  provides  the  vital  resources 
necessary  for  millions  of  American 
students  to  pursue  higher  education. 

Mr.  President,  it  is  safe  to  say  that 
this  achievement  would  not  have  been 
possible  without  the  knowledge  and 
skill  of  both  the  chairman  and  ranking 
minority  member  of  the  Education 
Subconunittee. 

Senator  Stafford  has  chaired  the 
Education  Subcommittee  for  the  past 
6  years  and  has  shown  through  his 
competent  legislating  that  he  is  truly 
the  champion  of  education  for  all. 
Along  with  his  commitment  to  general 
education.  Senator  Stafford  is  one  of 
the  founding  fathers  of  Public  Law  94- 
142.  the  Education  for  All  Handi- 
capped Children  Act. 

Senator  Pell  has  long  been  identi- 
fied as  one  of  the  experts  in  the  field 
of  education.  His  commitment  to  edu- 
cation is  evident  in  all  that  he  has  ac- 
complished during  his  17  years  on  the 
Education  Subcommittee. 

As  my  colleagues  know.  Senator 
Pell  who  chaired  the  Education  Sub- 
committee for  11  years,  is  the  father 
of  the  Pell  Grant  Program  which  has 
provided  some  20  million  grants  to 
needy  students.  In  1979.  Senator  Pell 
was  one  of  the  original  sponsors  of  leg- 
islation creating  the  U.S.  Department 


of  Education  and  has  been  a  staunch 
foe  of  this  administration's  consistent 
attempts  to  eliminate  it.  Senator 
Pell's  awards  for  his  leadership  in 
education  are  numerous.  His  hours  of 
service  to  promoting  education  here  in 
Congress  are  innumerable.  And.  his 
commitment  to  the  students  of  our 
Nation  is  immeasureable. 

I  commend  Senators  Stafford  and 
Pell  for  their  leadership  in  education 
and  I  look  forward  to  working  with 
them  in  the  next  Congress.  I  ask  that 
the  full  text  of  the  article  be  printed 
in  the  Record. 

The  text  follows: 

[Prom  the  New  York  Times,  Aug.  17.  1986] 

Stafford  and  Pell,  the  New  England  Team 

(By  Leslie  Maitland  Werner) 

Washington.  Aug.  16.— In  1981  a  long- 
standing committee  relationship  between 
Senator  Robert  T.  Stafford,  Republican  of 
Vermont,  and  Claiborne  Pell.  Democrat  of 
Rhode  Island,  was  turned  upside  down. 

That  was  the  year  the  Republicans  took 
control  of  the  Senate  for  the  first  time  in  28 
years,  which  meant  that  Mr.  Pell,  who  for 
years  had  been  chairman  of  the  Labor  and 
Human  Resources  Subcommittee  on  Educa- 
tion, Arts  and  the  Humanities,  stepped 
down  to  become  the  ranking  minority 
member,  and  Mr.  Stafford,  who  had  held 
that  spot,  was  elevated  to  the  chairmanship. 

Far  from  causing  any  problem  for  either 
one  of  them,  however,  the  change  has  had 
little  effect  on  education  legislation  and  has 
made  only  one  small  difference  in  their 
lives,  they  both  agree. 

'We  hardly  noticed  anything  except  now  I 
have  to  be  there  when  the  meetings  start," 
Mr.  Stafford  said,  "and  he  can  be  a  little 
late,  which  is  the  reverse  of  how  it  was 
before." 

The  two  legislators'  views  of  education 
and  the  Federal  role  in  it  are  so  similar, 
they  and  others  say,  that  it  hardly  matters 
which  one  is  in  charge.  Unlike  many  other 
committees,  where  members  stake  out 
battle  positions  along  partisan  lines,  their 
leadership  on  education  issues  has 
smoothed  the  way  toward  consensus,  some- 
times a  consensus  that  goes  against  White 
House  wishes. 

"WE  WORRY  about  RESULTS" 

They  both  opposed  the  Administration's 
desire  to  eliminate  the  Department  of  Edu- 
cation, they  blocked  its  efforts  to  cut  back 
on  education  funds,  and  they  successfully 
fought  its  plan  to  roll  all  education  pro- 
grams into  one  large  block  grant  to  the 
states. 

"It  doesn't  matter  if  it's  Stafford  and  Pell 
or  Pell  and  Stafford,"  Mr.  Pell  said  of  their 
legislative  relationship.  They  both  come 
from  small  New  England  states,  he  said,  and 
share  a  "New  England  approach"  to  things 
that  assists  their  easy  dealings.  "We  try  to 
get  on  with  the  job  and  not  talk  about  it  too 
much,"  he  said.  "We  just  worry  about  re- 
sults." 

Senator  Spark  M.  Matsunaga,  Democrat 
of  Hawaii,  a  member  of  their  subcommittee, 
says,  "they  both  maintain  a  very  coopera- 
tive attitude  regardless  of  party  line." 

"They're  both  cool-headed  gentlemen,"  he 
said.  "I've  never  seen  them  at  loggerheads 
to  the  point  of  even  raising  their  voices  to 
each  other.  They  seem  to  work  together 
much  more  harmoniously  than  heads  of 
other  committees  do." 


According  to  Richard  Jerue,  vice  president 
for  government  relations  of  the  American 
Association  of  State  College  and  Universi- 
ties, who  served  as  counsel  to  the  subcom- 
mittee when  Mr.  Pell  was  chairman,  a  result 
has  been  "tremendous  legislative  success." 

"They've  worked  so  long  together  and 
think  so  much  alike  they're  almost  alter- 
egos, "  Mr.  Jerue  said.  "Their  colleagues 
trust  them.  If  they  agree  on  something  it's 
pretty  much  going  to  be  the  Senate  posi- 
tion." 

The  bill  reauthorizing  the  Higher  Educa- 
tion Act  for  five  more  years,  for  instance, 
was  unanimously  endorsed  by  the  education 
subcommittee  and  by  the  full  committee  on 
Labor  and  Human  Resources,  a  group  whose 
members  run  the  political  spectrum  from 
conservative  Republicans  like  Orrln  G. 
Hatch  of  Utah  and  Strom  Thurmond  of 
South  Carolina  to  liberal  Democrats  like 
Edward  M.  Kennedy  of  Massachusetts  and 
Howard  M.  Metzenbaum  of  Ohio. 

In  June  the  full  Senate  passed  the  bill, 
which  contains  hundreds  of  provisions,  by  a 
vote  of  93-to-l.  And  Senators  Stafford  and 
Pell  are  now  involved  in  a  conference  with 
the  House  to  negotiate  a  final  version  to  set 
the  terms  for  Federal  financial  aid  to  needy 
students. 

The  chairman  of  the  conference,  Augus- 
tus F.  Hawkins,  the  California  Democrat 
who  heads  the  House  Education  and  Labor 
Committee,  says  Senators  Stafford  and  Pell 
"speak  with  great  authority  and  have  great 
influence  on  members  of  Congress"  who  ap- 
preciate their  ""extreme  personal  integrity 
and  strong  convictions."' 

"Theyve  made  a  tremendous  contribution 
in  the  field  of  education,"  Mr.  Hawkins  said. 
"We  have  worked  well  together  because  I 
have  great  confidence  in  their  judgment  on 
issues  and  their  cooperative  spirit."' 

And  although  the  excesses  of  senatorial 
courtesy  are  probably  as  legendary  as  the 
verbosity  of  senatorial  oratory,  when  Mr. 
Stafford,  and  Mr.  Pell  praise  each  other, 
they  seem  to  do  so  generously  and  sincerely. 

On  the  day  they  introduced  the  bill  to  the 
full  Senate,  for  example,  Mr.  Pell,  who  is  67 
years  old,  hailed  Mr.  Stafford  as  "the 
person  who  is  mainly  responsible  for  this 
bill  being  on  the  floor  today  as  well  as  pro- 
tecting our  student  aid  programs  from  deci- 
mation again  and  again  over  the  past  five 
years."' 

Without  Mr.  Stafford's  "stewardship  over 
these  past  years,"  Mr.  Pell  said,  "'I  am  afraid 
we  would  simply  be  picking  up  the  pieces  in- 
stead of  charting  a  strong  new  course." 

For  his  part,  Mr.  Stafford,  who  is  73,  said 
that  it  "could  not  have  been  done  without 
the  equal  effort  of  Senator  Pell." 

"It  has  been  best  for  the  country  and  for 
education  that  we  have  been  able  to  work 
together  without  ever  thinking  about  our 
political  labels,"  he  said.  "I  wish  only  that 
we  were  talking  about  much  larger  sums  for 
education,  which  is  the  future  of  this  coun- 
try." 

Such  talk  is  not  designed  to  please  the 
Reagan  Administration  whose  views  on  edu- 
cation Mr.  Stafford  has  repeatedly  bucked. 

He  sharply  disagrees  with  the  right-wing 
view  that  the  Federal  Government  has  no 
real  role  in  education.  The  Government 
must  insure  ""equality  of  access  to  educa- 
tion."  he  said,  for  the  disadvantaged  and  the 
handicapped. 

OF  WEAPONRY  AND  MINDS 

And  it  is  clear  that  he  does  not  approve  of 
what  he  termed  Education  Secretary  Wil- 
liam J.   Bennett's  "benign   neglect"   of  a 
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chance  to  affect  the  course  of  things  when 
the  Higher  Education  bill  was  being  worked 
out  in  the  Senate. 

"I'd  urge  Bennett  to  support  more  money 
for  education  programs  even  at  the  expense 
of  some  defense  spending,"  Mr.  Stafford 
said.  "It  doesn't  do  much  good  to  build  ex- 
pensive weaponry  if  we  don't  have  the 
minds  to  understand  how  to  use  it  and  to 
grasp  the  consequences  of  its  use." 

Speaking  for  the  Administration,  an 
Under  Secretary  of  Education,  Gary  L. 
Bauer,  said  its  relationship  with  Mr.  Staf- 
ford could  be  best  described  as  a  "friendly" 
disagreement. 

"Basically,  we  agree  to  disagree."  Mr. 
Bauer  said.  "But  if  I  were  in  the  higher  edu- 
cation community,  I'd  have  a  hard  time 
identifying  a  better  friend. " 

Unless,  of  course,  it  was  Mr.  Pell.* 


ABORTION  AND  INFORMED 
CONSENT:  COLORADO 

•  Mr.  HUMPHREY.  Mr.  President. 
Kathryn  in  Colorado  gives  us  more  in- 
sight into  the  emotional  world  of 
Women  who  deeply  regret  their  deci- 
sions to  abort  their  children.  Those 
who  speak  directly  through  these  let- 
ters communicate  not  only  their  own 
feelings,  but  also  those  of  countless 
others. 

WEBA  is  an  acronym  for  an  organi- 
zation known  as  women  exploited  by 
abortion.  This  grassroots  support  orga- 
nization has  arisen  around  the  country 
in  order  to  help  women  who  have  been 
unable  to  come  to  grips  with  their 
abortions.  Those  who  have  traveled 
the  dark  roads  of  postabortion  trauma 
help  others  along  who,  for  one  reason 
or  another,  have  not  found  a  way  to 
overcome  their  grief. 

Kathryn  gives  us  a  unique  view  of 
the  desperate  sorrow  many  women  ex- 
perience because  they  were  given  too 
little  information  about  what  abortion 
entails.  She  points  out  that  this  lack 
of  preparation  causes  intense  suffer- 
ing, "often"  pushing  women  to  even 
consider  ending  their  lives.  She  is  not 
painting  a  picture  of  a  "safe  and  legal" 
procedure,  which  seems  to  be  all  we 
hear  about  from  proabortion  advo- 
cates. 

I  call  on  my  colleagues,  especially 
those  who  represent  Kathryn  in  the 
Senate,  to  contemplate  Kathryn's  tes- 
timony and  join  me  by  cosponsoring  S. 
2791.  It  is  imperative  that  this  Con- 
gress ensure  that  women  are  informed 
about  the  consequences  and  nature  of 
abortion,  and  that  the  Congress  stop 
and  degrading  and  dangerous  practice 
of  aborting  women  who  have  not  re- 
ceived minimum  information  about 
the  abortion  procedure. 

The  statement  follows: 
Statement  on  Abortion,  June  12, 1986 

Your  Honor  Senator  Gordon  Humphrey: 
I'd  like  to  express  my  concern  pertaining  to 
the  abortion  issue.  The  debate  at  hand 
strikes  very  close  to  home  for  me.  as  I  am  a 
woman  with  an  abortion  experience.  Unlike 
I  was  led  to  believe,  it  is  something  I  live 
with  daily.  Fortunately  for  me  there  are  no 


physical  scars  to  deal  with,  only  emotional, 
and  through  the  grace  of  God  I  have  been 
healed  of  many  of  the  stresses  directly  re- 
lated to  the  abortion,  i.e.,  guilt,  shame,  de- 
pression, anxiety— only  to  name  a  few. 

I  am  in  a  position  now  where  I  deal  with 
other  women's  experiences  daily.  I  am  the 
SUte  director  of  WEBA.  Weekly  another 
woman  calls,  often  suicidal,  unable  to  cope 
another  day  with  her  own  abortion  experi- 
ence. We  offer  love  and  compassion  and  the 
hope  that  they  too  can  work  through  the 
after  effects  of  that  traumatic  experience. 
The  most  often-stated  comments  are  "if  I 
had  only  known"  "Why  didn't  they  tell 
me? "  and  "No  one  said  it  would  be  like 
this." 

Sir.  I  believe  it  is  within  your  power  to  see 
that  the  laws  concerning  this  issue  are 
changed,  allowing  women  to  be  fully  in- 
formed as  to  the  choices  we  are  making.  I 
myself  and  the  women  I  represent  plead 
with  you  to  do,  everything  you  can  to 
change  the  laws  governing  this  issue.  We  ap- 
preciate your  work  in  this  area  and  support 
your  efforts  wholeheartedly  and  will  do 
what  we  can  to  help  fight  the  battle. 
Sincerely. 

Kathryn  A.  Buschman, 

Colorado.0 


PRACTICAL  STEPS  ON  CRIME 
AND  VIOLENCE 

•  Mr.  SIMON.  Mr.  President,  there 
are  no  easy  answers  to  reduce  crime 
and  violence  in  American  society.  The 
problem  is  complex  and  the  causes 
multifaceted.  But  I  think  there  are 
some  steps  that  are  fairly  obvious.  Re- 
cently, in  a  column  I  write  for  newspa- 
pers in  my  State,  I  have  listed  three 
immediate  steps  that  would  help.  I  ask 
to  have  it  printed  in  the  Record. 

The  column  is  as  follows: 

Practical  Steps  on  Crime  and  Violence 
(By  U.S.  Senator  Paul  Simon) 

What  can  be  done  about  the  problem  of 
crime  and  violence  in  our  society? 

There  are  three  immediate  steps,  among 
others,  that  would  help:  First,  get  the  televi- 
sion networks  to  reduce  the  rising  rate  of  vi- 
olence on  television  that  clearly  has  an 
impact  on  many  people:  second,  fewer 
speeches  and  more  sensible  action  on  the 
drug  problem;  third,  change  our  laws— state 
laws  in  particular— that  permit  people  to 
walk  the  streets  after  being  convicted  of 
crimes  of  violence  while  they  appeal. 

On  the  last  point,  here  is  a  good  example 
of  what  has  been  happening.  Walter  Otis 
Lane,  27,  was  returned  to  the  Cook  County 
Jail  at  the  end  of  July.  He  had  been  convict- 
ed of  rape  and  sentenced  to  11  years  in 
prison.  He  appealed  his  conviction  and  while 
on  appeal  he  was  permitted  to  go  free. 
While  he  was  free,  he  is  accused  of  another 
rape  and  with  abducting  a  Blue  Island,  111., 
bank  director  and  his  wife,  forcing  them  to 
withdraw  $15,000  from  the  Heritage  County 
Bank  and  Trust  in  Blue  Island,  and  then  he 
is  charged  with  shooting  the  couple  to 
death. 

He  was  caught  after  allegedly  robbing  a 
citizen  from  Elm  wood  Park.  111. 

I  do  not  suggest  that  those  who  are  found 
guilty  of  a  violent  crime  should  not  have  the 
right  to  appeal.  They  should.  But  they 
should  not  have  the  right  to  walk  our 
streets  in  freedom  after  conviction,  while 
they  are  on  appeal. 

On  the  drug  issue,  some  action  will  prob- 
ably emerge  from  Congress,  but  whether 


the  administration  and  Congress  lake  the 
really  key  step  is  not  clear.  At  one  point  the 
major  source  of  illegal  drugs  was  Turkey. 
This  country,  working  with  the  Turkish 
government,  has  virtually  eliminated  that 
source  of  trouble.  Now.  according  to  the 
New  York  Times.  85  percent  of  the  hard 
drugs  can  be  traced  to  crops  in  Peru  and  Bo- 
livia. We  should  be  working  with  those  two 
governments  to  eliminate  the  source  of  our 
problems.  That  is  basic. 

The  second  key  element  on  the  drug  prob- 
lem is  an  effective  educational  program 
among  young  people.  They  must  learn  to 
understand  more  clearly  that  not  only  are 
drugs  bad,  but  permitting  their  friends  to 
get  into  trouble  with  drugs  is  a  betrayal  of 
friendship. 

The  third  source  of  violence  is  right  in  our 
homes— that  television  set.  The  television 
industry  is  permitting  more  and  more  vio- 
lence, and  the  evidence  from  study  after 
study  is  that  it  is  a  serious  cause  for  con- 
cern. 

University  of  California  and  University  of 
Pennsylvania  studies  released  within  the 
last  few  weeks  have  reinforced  previous 
studies  on  the  same  subject.  The  studies 
show  clearly:  Television  violence  causes 
some  of  the  violence  in  our  society. 

I  have  introduced  legislation  to  permit  the 
networks  to  get  together  with  cable  and  the 
independents  and  the  TV  programmers  to 
establish  guidelines  on  violence.  The  United 
States  does  not  have  to  have  the  most  vio- 
lent TV  in  the  world. 

When  I  met  some  months  ago  with  TV 
network  executives,  they  said  they  could  not 
establish  standards  because  of  antitrust 
laws.  Now  when  I  try  to  change  the  law  so 
that  they  would  not  violate  the  antitrust 
laws,  at  least  one  network  is  vocal  in  its  op- 
position to  the  bill. 

The  problem  is  that  violence  pays  off  for 
the  television  industry. 

But  it  and  the  American  public  should  un- 
derstand those  profits  are  costly  to  our  soci- 
ety. 

If  the  television  industry  continues  to 
resist  sensible  steps.  Congress  should  have 
the  courage  to  defy  them  and  act.* 


THE  NUCLEAR  NON-DETERRENT 

•  Mr.  SIMON.  Mr.  President,  in  nucle- 
ar terms,  both  the  United  States  and 
the  Soviet  Union  are  armed  far 
beyond  anything  rational.  We  should 
be  listening  to  the  Supreme  Com- 
mander of  NATO,  Gen.  Bernard  W. 
Rogers,  who  has  been  warning  us:  we 
have  put  too  much  of  our  defense 
readiness  in  the  nuclear  arena.  By 
taking  the  rational  step  and  placing 
more  emphasis  on  conventional  forces, 
we  could  sensibly  and  safely  reduce  de- 
fense spending.  I  have  raised  this  ar- 
gument in  a  column  I  write  for  news- 
papers in  my  State.  I  ask  to  have  it 
printed  in  the  Record. 

The  column  follows: 

Gen.  Rogers  and  the  Nuclear  Non- 
Deterrent 

I  have  saved  an  item  from  the  New  York 
Times  of  Sept.  5,  1984.  Buried  on  page  25  in 
the  ninth  paragraph  of  an  article  is  a  quota- 
tion that  should  have  been  on  the  front 
page  of  that  newspaper  and  every  newspa- 
per in  the  country.  But  I  saw  it  only  in  that 
one  article  in  that  one  newspaper. 

Gen.  Bernard  W.  Rogers,  a  four-star 
American  general  and  the  supreme  com- 
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mander  of  all  NATO  forces  in  Western 
Europe— then  and  now— said:  "We  have 
mortgaged  our  defense  to  the  nuclear  re- 
sponse. .  .  .  We  have  failed  to  provide  suffi- 
cient sustaining  capacity— ammunition 
stocks,  prepositiohed  material  to  replace 
losses  of  equipment  on  the  battlefield  such 
as  tanks  and  howitzers— to  keep  fighting  for 
a  sufficient  length  of  time.  Under  current 
conditions,  if  attacked  conventionally,  we 
will  have  to  request  the  release  of  theater 
nuclear  weapons  fairly  quickly." 

The  warning  of  General  Rogers  is  as  true 
today  as  it  was  two  years  ago. 

And  it  could  take  on  added  meaning  when 
tough  decisions  must  be  made  soon  on  cut- 
ting back  the  growth  in  defense  spending. 
The  huge  and  growing  federal  deficit  is 
going  to  force  a  needed  reduction  in  defense 
spending  growth. 

In  light  of  these  fiscal  realities,  will  we 
continue  to  give  our  country  an  imbalanced 
defense? 

The  nuclear  deterrent  is  so  overwhelming 
it  is  almost  a  nondeterrent.  Anyone  who 
gives  the  command  to  use  that  first  nuclear 
weapon  in  war  must  realize  that  he  or  she 
may  be  ending  civilization. 

For  example,  if  the  Soviets  should  move 
in  and  grab  50  square  miles  of  West  German 
territory,  do  we  respond  with  nuclear  weap- 
ons that  not  only  destroy  the  Soviets,  but 
probably  will  cause  the  destruction  of  all  of 
us?  It  is  not  likely— and  the  Soviets  know  it. 
The  advice  of  General  Rogers  is  to  be 
better  prepared  with  a  conventional  re- 
sponse than  we  are.  Instead  of  putting  too 
many  eggs  in  the  nuclear  basket  we  should 
pay  more  attention  to  anti-tank  weapons, 
personnel  training,  stocks  of  conventional 
munitions  and  the  like. 

Instead,  we  are  investing  more  and  more 
in  the  already  overwhelming  nuclear  re- 
sponse. 

Why?  We  want  an  "adequate  deterrent." 
But  what  is  adequate? 

For  a  rational  Soviet  leader  one  of  our 
strategic  missiles— containing  more  power 
than  all  the  bombs  of  World  War  II— ought 
to  be  sufficient.  But  in  case  that  is  knocked 
out  by  the  Soviets,  we  build  two.  In  case 
those  are  knocked  out  we  build  four— and 
on  and  on.  We  now  have  approximately 
10,500  of  the  large,  strategic  warheads  and 
the  Soviets  have  about  10,000.  In  addition, 
we  have  between  us  at>out  30,000  small  nu- 
clear warheads. 

In  nuclear  terms,  both  of  us  are  armed  far 
beyond  anything  rational. 

One  way  of  gradually  moving  away  from 
the  nuclear  reliance  is  to  halt  all  nuclear 
testing.  At  one  point  we  offered  that  but  the 
Soviets  refused.  Now  they  offer  it  and  we 
refuse. 

Since  underground  nuclear  tests  are  verifi- 
able, we  ought  to  move  in  that  direction. 
Not  to  do  so  risks  everything. 

Each  test  costs  us  about  $30  million:  some 
tests  cost  as  much  as  $70  million  each. 

If  we  stopped  the  tests  we  could  do  three 
things: 

(1)  We  could  stop  the  spiraling  growth  of 
the  arms  race. 

(2)  We  could  take  half  the  cost  of  each 
test  and  invest  it  in  more  practical  defense 
measures,  as  General  Rogers  has  suggested. 

(3)  We  could  take  the  other  half  of  the 
test  costs  and  reduce  the  defense  budget. 

That  seems  logical  and  obvious.  But  what 
should  be  obvious  somehow  is  not. 

The  sooner  we  face  reality,  the  safer  our 
nation  and  world  will  be.  We  should  listen 
to  General  Rogers.* 


PROVIDING  FOR  SETTLEMENT 
OF  DISPUTE  BETWEEN  CER- 
TAIN RAILROAD  EMPLOYEES 
AND  THE  MAINE  CENTRAL 
AND  PORTLAND  TERMINAL 
RAILROADS 

•  Mr.  D'AMATO.  Mr.  President,  I  am 
pleased  to  offer  my  comments  as  an 
original  cosponsor  of  Senate  Joint 
Resolution  415,  legislation  which  was 
introduced  yesterday  by  my  distin- 
guished colleague,  Senator  Mitchel^. 
This  bill  is  urgently  needed  to  resolve 
a  railroad  labor  dispute  that  has 
reached  an  impasse  between  the 
Brotherhood  of  Maintenance  of  Way 
Employees  and  the  Maine  Central  and 
Portland  Terminal  Railroads,  owned 
by  Guilford  Transportation  Industries. 
Inc. 

I  have  maintained  a  serious,  continu- 
ing interest  in  the  progress  of  a  labor 
dispute  between  the  BMWE  and  Guil- 
ford. Guilford  also  owns  the  Delaware 
&  Hudson  Railroad  Co.  and  operates 
more  than  4,000  route-miles  of  track 
and  trackage  rights,  extending  east- 
west  from  Maine  to  Buffalo,  NY.  The 
labor  dispute  in  Maine  has  had  an 
impact  in  New  York  State,  and  the  po- 
tential danger  of  a  widespread  strike 
would  certainly  harm  my  State.  Earli- 
er this  year.  I  joined  many  of  my  col- 
leagues in  writing  to  the  President  and 
urging  him  to  appoint  an  Emergency 
Board  to  review  this  dispute.  On  May 
16,  1986,  the  President  appointed  a 
Board.  The  Board  issued  recommenda- 
tions covering  job-protection  allow- 
ance, system-production  maintenance 
crews,  pay  health  and  welfare  pro- 
grams, and  work  rules  and  practices  on 
June  20,  1986.  BMWE  offered  to 
accept  these  recommendations.  How- 
ever, Guilford  would  not  agree. 

A  Congressional  Advisory  Board 
[CAB]  was  established  on  August  21. 
1986  (Public  Law  99-385).  I  had  co- 
sponsored  similar  legislation  in  the 
Senate,  Senate  Joint  Resolution  378, 
to  extend  the  cooling  off  period  in  the 
strike  and  to  require  the  Secretary  of 
Labor  to  issue  recommendations  on  re- 
solving this  dispute.  The  CAB  was 
charged  with  investigating  the  dispute 
and  making  recommendations  for  its 
resolution.  On  September  8,  1986,  the 
CAB  recommended  that,  in  the  ab- 
sence of  an  agreement  between  the 
parties  to  dispose  of  the  dispute  by 
September  13,  1986,  the  Congress 
should  pass  legislation  directing  the 
parties  to  accept  and  apply  the  recom- 
mendations of  the  President's  Emer- 
gency Board.  Further,  if  the  parties 
cannot  agree  as  to  all  necessary  details 
in  applying  the  recommendations  by 
October  1,  1986,  any  unsettled  issues 
should  be  handled  by  an  arbitrator 
designated  by  the  National  Mediation 
Board. 

Although  some  discussions  have 
taken  place  between  the  parties,  it  has 
become  apparent  that  it  is  extremely 
unlikely  that  an   agreement  will  be 


reached  in  the  near  future.  All  indica- 
tions are  that  an  impasse  has  stalled 
this  dispute,  and  the  Congressional 
action  is  required  to  prevent  further 
harm  from  occurring. 

I  urge  my  colleagues  to  join  me  in 
supporting  this  important  piece  of  leg- 
islation.* 


H-3:  THE  LULUKU 
ARCHAEOLOGICAL  SITE 

•  Mr.  STAFFORD.  Mr.  President, 
shortly,  the  Senate  will  consider  S. 
2405,  the  Federal-Aid  Highway  Act  of 
1986.  It  is  expected  that  an  amend- 
ment will  be  offered  to  exempt  H-3  on 
the  island  of  Oahu  in  Hawaii  from 
4(f).  Section  4(f)  directs  the  Secretary 
of  Transportation  not  to  build  a  high- 
way if  that  proposed  roadway  conflicts 
with  parks,  wildlife  refuges,  recreation 
areas,  or  historic  sites  unless  there  is 
no  feasible  and  prudent  alternative. 
H-3  is  currently  under  a  permanent 
court  injunction.  The  Federal  courts 
determined  that  this  road  adversely 
impacted  a  local  park,  a  park  created 
with  Federal  dollars,  and  a  local  recre- 
ation area,  and  that  there  is  an  alter- 
native alignment. 

After  the  court  record  was  closed,  a 
significant  archaeological  site  was  dis- 
covered in  the  path  of  the  highway. 
Native  Hawaiians  hail  the  archaeologi- 
cal discovery  as  among  the  most  signif- 
icant in  the  history  of  the  island.  The 
site  includes  house  platforms,  agricul- 
tural irrigation  systems,  religious  arti- 
facts, and  other  materials.  It  is  be- 
lieved this  site  dates  back  to  the 
fourth  century,  making  it  the  oldest 
discovery  of  its  kind.  The  Office  of  Ha- 
waiian Affairs  was  so  concerned  that  it 
filed  suit  to  protect  the  site.  That  case 
is  pending.  If  the  4(f)  exemption  is 
adopted,  this  site  will  have  no  Federal 
protection  and  most  of  it  will  be  de- 
stroyed. Moreover,  if  the  exemption  is 
enacted  into  law,  the  pending  case 
brought  by  OHA  will  be  dismissed  be- 
cause the  law  upon  which  it  is  based, 
4(f),  will  not  apply  to  H-3. 

It  should  be  noted  that  the  court  de- 
termined that  a  prudent  alternative 
existed  to  the  alignment  of  H-3.  Had 
the  state  department  of  transporta- 
tion decided  to  proceed  with  H-3,  it 
could  have  done  so  by  adopting  the 
Makai  alignment  and  in  so  doing 
would  have  by-passed  the  Luluku  site. 
The  Hawaii  State  Department  of 
Transportation  insisted  on  its  pre- 
ferred alignment  and  is  now  asking 
the  Congress  to  exempt  H-3  from  the 
law. 

I  have  received  letters  from  several 
important  Native  Hawaiian  groups, 
the  Council  of  Hawaiian  Organiza- 
tions, the  Congress  of  the  Hawaiian 
People,  the  Office  of  Hawaiian  Affairs, 
the  Oahu  Council,  and  the  Queen 
Emma  Hawaiian  Civic  Club.  They 
oppose  the  proposed  exemption  of  4(f) 
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from  H-3  and  urge  the  protection  of 
the  Luluku  Archaeological  site. 

I  ask  that  these  letters  be  printed  in 
the  Record. 

The  letters  follow: 

The  ConNCiL  of 
Hawaiian  Organizations, 

September  8,  1986. 
Hon.  Robert  T.  Stafford, 
U.S.  Senate, 
Washington,  DC 

Dear  Senator  Stafford:  The  Council  of 
Hawaiian  Organizations  is  a  coalition  of 
groups  representing  over  15,000  members  of 
native  Hawaiian  ancestry.  We  ask  your  help 
in  opposing  any  exemption  from  Federal 
law  that  would  permit  the  destruction  of  an 
ancient  Hawaiian  archaeological  complex 
which  lies  in  the  path  of  the  proposed  Inter- 
state H-3  freeway  in  Hawaii. 

We  disagree  with  the  Hawaii  Transporta- 
tion Department's  contention  that  the 
Luluku  Archaeological  Complex  can  be  di- 
vided into  17  individual  sites;  the  ancient 
Hawaiian  methods  of  irrigation  cannot  be 
properly  studied  on  a  piecemeal  basis. 

We  further  disagree  with  their  contention 
that  Luluku's  historic  sites  would  be  pro- 
tected by  the  freeway  project;  on  the  con- 
trary, 15  of  the  sites  would  be  destroyed  by 
the  freeway  interchange. 

The  issue  of  Lulukus  historic  significance 
has  been  sadly  avoided  by  those  who  would 
promote  H-3  in  Congress.  Our  Council  was 
deeply  disappointed  recently  when  we  invit- 
ed members  of  Hawaii's  Congressional  Dele- 
gation to  Luluku  (during  the  recess)  for  a 
briefing  and  tour  of  the  historic  sites.  They 
did  not  have  the  courtesy  to  attend,  neither 
did  they  even  send  a  representative  to  per- 
sonally inspect  this  precious  remnant  of  our 
Hawaiian  history. 

It  was  a  sad  day  for  our  Hawaiian  people, 
and  it  reflects  the  attitude  of  State  officials 
and  the  Department  of  Transportation, 
whose  priorities  have  been  held  more  highly 
than  the  history  and  culture  of  Native  Ha- 
waiians. 

It  is  our  judgment  that  Luluku  must  and 
shall  be  surveyed,  studied,  and  hopefully 
preserved  as  a  contiguous  complex,  one  of 
the  most  significant  discoveries  of  Hawaiian 
history  in  this  century.  Please  oppose  any 
amendment  that  would  allow  this  desecra- 
tion of  our  Hawaiian  heritage. 
Mahalo. 

Louis  Agard, 
Council  of  Hawaiian  Organizations. 

The  Congress 
OF  the  Hawaiian  People 
Aiea,  HI,  September  5,  1986. 
Hon.  Robert  T.  Stafford, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Stafford:  The  Congress  of 
the  Hawaiian  People  opposes  any  proposed 
exemption  from  Federal  4(f)  law  relating  to 
the  construction  of  Interstate  H-3  in 
Hawaii. 

Our  organization  supports  the  preserva- 
tion of  the  Luluku  Archaeological  District 
in  Windward  Oahu.  The  entire  district  is 
considered  part  of  our  Hawaiian  heritage 
and,  therefore,  is  sacred  to  us.  We  firmly  be- 
lieve that  no  portion  of  the  district  should 
be  used  for  highway  purposes. 

We  have,  over  the  years,  been  a  strong  ad- 
vocate for  actual  preservation  of  several  ar- 
chaeological sites,  including  Kaloko  Pish 
Pond  on  the  Big  Island  of  Hawaii  and 
Kawainui  Marsh  in  Kailua,  Oahu. 

Please  help  us  preserve  these  precious  re- 
minders of  our  past  so  that  our  children,  for 


generations  to  come,  may  enjoy  these  treas- 
ures left  to  us  by  our  ancestors.  Mahalo  nui 
loa. 

Aloha  Me  Kealoha  Pumehana, 
Irene  DuPont, 
Representative, 
The  Congress  of  the  Hawaiian  People. 

State  of  Hawaii, 
Office  of  Hawaiian  Affairs, 

Honolulu,  HI.  July  21,  1986. 
Hon.  Robert  Stafford, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Stafford:  The  Board  of 
Trustees  of  the  Office  of  Hawaiian  Affairs 
of  the  State  of  Hawaii  unanimously  opposes 
the  proposed  legislation  which  would 
exempt  interstate  highway  H-3  from  23 
use  138  and  49  USC  303. 

The  Office  of  Hawaiian  Affairs  is  a  unique 
governmental  institution  created  in  1978  by 
amendments  to  the  Constitution  of  the 
State  of  Hawaii.  The  Office  of  Hawaiian  Af- 
fairs was  created  by  all  of  the  people  of 
Hawaii  for  one  purpose:  to  better  the  condi- 
tions of  native  Hawaiians.  Native  Hawaiians 
are  now  a  minority  in  their  own  land  and  at 
the  bottom  of  the  State's  socio-economic 
ladder.  To  accomplish  this  difficult  purpose 
the  voters  wisely  made  the  Office  of  Hawai- 
ian Affairs  independent  of  the  Executive 
Branch  of  government.  The  Office  of  Ha- 
waiian Affairs  is  coequal  with  the  Execu- 
tive. Judicial  and  Legislative  branches  of 
government.  Its  affairs  are  directed  by  a 
Board  of  Trustees  elected  by  voters  of  Ha- 
waiian descent.  The  Hawaii  Constitution 
also  provides  that  the  revenue  of  the  Office 
of  Hawaiian  Affairs  is  independent  of  the 
legislative  appropriation  process  and  is  de- 
rived from  a  small  percentage  of  the  rents 
and  profits  derived  from  former  crown  and 
government  lands.  A  century  ago  those 
lands  were  taken  from  the  Hawaiian  people 
when  non-native  sugar  planters  and  others 
overthrew  the  Hawaiian  monarchy. 

The  Office  of  Hawaiian  Affairs  is  the 
branch  of  the  Government  of  the  State  of 
Hawaii  which  is  the  duly  elected  voice  of 
the  Hawaiian  people.  The  Trustees'  concern 
is  not  limited  to  improving  the  economic 
conditions  of  Native  Hawaiians.  The  Hawai- 
ian people  are  proud  of  their  history  and  de- 
termined to  protect  their  culture.  The 
Office  of  Hawaiian  Affairs  views  the  preser- 
vation of  places  of  historical  and  cultural 
importance  to  the  Hawaiian  people  to  be 
equally  as  important  as  economic  concerns. 

A  significant  component  of  the  dwindling 
archeological  and  cultural  legacy  of  the  Ha- 
waiian people  will  be  destroyed  if  Senator 
Inouye's  bill  to  exempt  proposed  interstate 
highway  H-3  from  the  application  of  the 
4(f)  statutes  (23  USC  138  and  49  USC  303) 
becomes  law. 

In  1985  the  Office  of  Hawaiian  Affairs 
learned  that  the  State  Department  of 
Transportation  had  suppressed  the  discov- 
ery of  a  major  archeological  complex  at 
Luluku  on  Windward  Oahu  which  lay  di- 
rectly in  the  path  of  H-3.  After  the  State's 
efforts  to  cover  up  the  significance  of  the 
find  were  exposed  the  archeological  survey 
which  was  made  public  revealed  that  some 
of  the  sites  within  the  Luluku  Archeological 
Complex  date  back  to  the  4th  Century 
A.D.— one  of  the  earliest  dated  archeological 
sites  in  the  Hawaiian  Islands.  In  what  it  eu- 
phemistically calls  "salvage",  the  Hawaii 
Department  of  Transportation  callously 
proposes  to  destroy  all  but  two  sites  within 
the  Luluku  Archeological  Complex  to  build 
an  interchange  for  H-3.  The  two  remaining 


sites  would  be  encircled  by  an  interchange 
off  ramp  thereby  destroying  the  context 
and  integrity  of  even  the  two  remaining 
sites.  What  may  well  be  the  last  remaining 
archeological  link  with  the  earliest  settle- 
ment of  Hawaiians  in  the  islands  will  have 
been  irretrievably  lost.  Hawaiians  did  not 
build  statues  or  other  monumental  struc- 
tures but  the  links  to  their  past  are  as  im- 
portant to  Hawaiians  as  is  the  Statue  of  Lib- 
erty to  all  Americans  and  Hawaiian  archeo- 
logical and  cultural  sites  are  no  less  deserv- 
ing of  protection  and  preservation. 

The  State  Department  of  Transportation 
obdurately  refused  to  reroute  H-3  along  a 
court  approved  alignment  which  would  com- 
pletely avoid  the  Luluku  Archeological 
Complex  (and  coincidentally  also  would 
avoid  nearby  Ho'omaluhia  Park  and  the 
Pali  Golf  Course).  Because  of  the  State 
DOT'S  intransigence  the  Board  of  Trustees 
of  the  Office  of  Hawaiian  Affairs  unani- 
mously authorized  the  filing  of  a  lawsuit  to 
prevent  the  destruction  of  the  Luluku  Ar- 
cheological Complex.  That  suit,  which  is 
now  pending  in  the  U.S.  District  Court  for 
the  District  of  Hawaii,  relies  upon  the  4(f) 
statutes— the  only  statutes  which  protect 
historic  sites  from  destruction  by  highways. 

You  are  being  asked  to  approve  a  bill 
which  will  deny  the  Office  of  Hawaiian  Af- 
fairs the  ability  to  protect  one  of  the  most 
significant  Hawaiian  archeological  discover- 
ies of  this  century. 

For  this  reason  the  Board  of  Trustees  of 
the  Office  of  Hawaiian  Affairs  unanimously 
has  adopted  a  resolution  opposing  the  pro- 
posed exemption  of  H-3  from  the  4(f)  stat- 
utes. 

Gentlemen,  Hawaiian  culture  and  history 
must  be  protected.  Do  not  deny  us  the  pro- 
tection available  to  other  Native  Americans. 
With  much  aloha. 
The  Board  of  Trustees  of  The  Office 
of  Hawaiian  Affairs. 

Oahu  Council, 
Honolulu,  HI,  July  10.  1986. 
Re:  S2405 

Hon.  Robert  T.  Stafford, 
U.S.  Senator,  Chairman,  Committee  on  En- 
vironmental   and    Public    Works,    Hart 
Senate  Office  Building.  Washington,  DC. 

Dear  Senator  Stafford:  Our  organization 
is  made  up  of  native  Hawaiians,  deeply  con- 
cerned with  the  social,  health  and  economic 
status  of  native  Hawaiians  and  the  preserva- 
tion of  unique  elements  of  our  Hawaiian 
culture.  As  you  probably  already  know,  our 
organization  is  strongly  opposed  to  special 
legislation  which  would  exempt  Interstate 
H-3  from  the  protections  of  Section  4F  to 
the  detriment  of  native  Hawaii  historical  or 
archeological  sites. 

The  recent  celebration  of  the  100th  anni- 
versary of  the  Statue  of  Liberty  carried  with 
it  a  recurring  theme:  America  is  a  land  of 
immigrants!  Hawai'i  has  a  similar  history,  of 
course,  and  the  mixture  of  immigrant  peo- 
ples and  their  cultures  here  is  a  hallmark  of 
modem  Hawaii.  This  is  a  positive  result  of 
that  immigration. 

There  is  a  negative  side  to  the  story,  how- 
ever. 

In  1778,  when  Captain  James  Cook  arrived 
in  Hawai'i,  some  of  his  crew  estimated  the 
native  Hawaiian  population  at  300.000. 
Present  here  was  a  highly-complex  culture 
founded  on  a  stable  land  tenure  system,  a 
thriving  cooperative  subsistence  economy,  a 
sophisticated  societal  heirarchy,  religious 
practices  which  controlled  every  facet  of 
daily  life,  and  an  established  political  and 
governmental  system. 


23834 


CONGRESSIONAL  RECORD— SENATE 


September  17,  1986 


UMI 


As  a  direct  result  of  western  impact  and 
an  infusion  of  western  diseases,  concepts, 
politics  and  a  whole  new  social  order,  this 
scene  was  rapidly  changed. 

By  1893,  when  the  Hawaiian  monarchy 
was  overthrown,  the  native  Hawaiian  popu- 
lation stood  at  34,000!  Gone  were  the  land 
tenure  system  (and  ownership  of  much  of 
the  land),  the  cooperative  subsistence  econ- 
omy, the  religion,  the  social  hierarchy  and, 
of  course,  the  government  itself.  The  trap- 
pings of  the  culture  were  put  on  display  in 
museums  to  be  taken  out  and  dusted  off 
now  and  then  for  dramas  and  pageants. 
While  hula  and  ancient  chant  had  enter- 
tained smd  pleased  us  and  our  gods,  they 
were  now  ridiculed  as  licencious. 

The  shift  from  a  heavy  usage  of  the  Ha- 
waiian language  to  an  obligatory  use  of  Eng- 
lish, combined  with  the  influx  of  non-Eng- 
lish speaking  immigrants  from  around  the 
globe,  resulted  in  a  loss  of  general  fluency  in 
the  Hawaiian  language  and  an  incomplete 
learning  of  EInglish.  Anthropology  tells  us 
of  the  importance  of  a  language  to  a  cul- 
ture. Obviously,  a  language  is  fused  irretrie- 
vably with  the  culture  from  which  it 
springs.  It  is  also  obvious  that  certain  cul- 
tural aspects  cannot  even  be  expressed  fully 
without  the  use  and  understanding  of  the 
language  best  designed  to  articulate  them. 

In  the  days  following  the  overthrow  of  the 
Kingdom,  a  strong  emphasis  was  placed  offi- 
cially upon  the  'Americanization"  of 
Hawai'i.  Politically,  the  leaders  of  the  provi- 
sional government  (who  became  the  leaders 
of  the  Republic  of  Hawai'i)  needed  to  show 
that  Hawai'i  would  be  ripe  for  annexation. 
To  stress  Americanism  and  downplay  the 
importance  of  any  of  the  other  cultures  rep- 
resented (and  certainly  the  native  one)  was 
of  total  importance.  Thus,  from  1893  until 
Hawai'i  t)ecame  a  state  in  1959,  a  major 
policy  of  its  government  was  to  prove, 
beyond  a  reasonable  doubt,  that  Hawaii,  de- 
spite its  multi-cultural  population,  was  just 
another  "slice  of  American  apple  pie". 

To  do  this,  the  efficacy  and  influence  of 
the  Hawaiian  culture  had  to  be  drastically 
reduced.  The  same  was  true  of  the  immi- 
grant cultures  represented  in  Hawai'i  and 
whose  cultures  also  felt  the  impact.  Happily 
for  them,  transfusions  of  fresh  cultural 
knowledge  and  experience  were  readily 
available  from  their  homelands.  For  Hawai- 
ians,  the  source  of  their  culture  was  the  pri- 
mary target  of  these  attacks.  This  was  their 
homeland.  Where  was  the  cultural  replen- 
ishment expected  to  come  from? 

The  whole  existence  of  the  Hawaiians  as  a 
People's  complete  with  a  culture,  a  stand- 
ing, an  ethnic  foundation,  was  in  jeopardy. 
Actually,  the  loss  of  the  Hawaiian  Culture 
was  nearly  complete.  That,  together  with 
the  loss  of  land  and  loss  of  sovereignty, 
added  up  to  a  complete  loss  of  status  for  the 
Hawaiian. 

In  the  past  20  years,  native  Hawaiians, 
with  the  generous  help  of  others,  have  been 
jointed  in  a  pervasive  effort  to  restore  and 
replenish  our  culture.  We  have  replanted 
roots  torn  from  the  soil,  nurtured  sickly 
growth  and  gloried  in  how  our  sprouts  grow 
strong  and  tall. 

The  preservation  of  sites  like  the  Luluku 
complex  which  lies  in  the  path  of  the  H-3 
freeway  is  at  the  heart  of  our  effort  to  find 
the  remnants  of  our  culture  and  piece  them 
painstakingly  together  again.  If  Luluku  is 
fractured  by  the  cloverleaf  planned  to  be 
constructed  in  its  midst,  yet  another  irre- 
trievable shard  of  our  Hawaiian  culture  will 
be  lost. 

So,  the  issue  here  is  broader,  really,  than 
enacting  a  case-by-case  exemption  to  a  wise 


law:  which  in  itself  is  an  unjustifiable  act. 
The  issue  encompasses  yet  another  eroding 
of  the  pitiful  remnants  of  a  once  majestic 
culture. 
Do  not  let  it  happen! 
We  implore  you  to  defeat  this  measure. 
H.K.  Bruss  Keppeler, 
Pelekikena  (President) 

Queen  Emma  Hawaiian  Civic  Club, 

Pearl  City.  HI.  August  28,  1986. 
Re:  S2405 

Hon.  Robert  T.  Stafford, 
U.S.  Senator.  Chairman.  Committee  on  En- 
vironment and  Public  Works.  Washing- 
ton. DC. 
Dear    Senator    Stafford:     The    Queen 
Emma  Hawaiian  Civic  Club  is  made  up  of 
native  Hawaiians  active  in  the  betterment 
of  the  lot  of  native  Hawaiian  people  in  the 
State  of  Hawaii.  Part  of  this  effort  has  a 
direct   relationship   to  the  preservation   of 
our  Hawaiian  culture  and  historic  sites. 

Such  site  is  Luluka  in  the  Kaneohe  Dis- 
trict of  the  Island  of  Oahu,  State  of  Hawaii. 
There  at  Luluku  is  a  single  site  of  enormous 
cultural  value.  Luluku.  and  integrated  com- 
munity containing  many  features  of  impor- 
tance to  us  and  worthy  of  preservation. 

The  State  of  Hawaii  Department  of 
Transportation  has  planned  a  major  high- 
way interchange  that  will,  if  built,  slice 
Luluku  into  bits  and  pieces. 

Normally,  the  so-called  '4P  provisions" 
would  protect  Luluku.  Pending  in  Congress 
is  a  measure  which  would  exempt  this  high- 
way (and  the  interchange)  from  the  4F  pro- 
tections. 

We  feel  that  this  measure  would  set  a  very 
dangerous  precedent  and  would  sound  the 
death  knell  for  Luluku. 
Please  help  us  to  defeat  this  measure. 
Yours  for. 
Queen  Emma  Hawaiian  Civic  Club, 
(By  Shirley  K.   Kamakele  for  Historic 
Sites      Committee.      Charles      Ogata, 
Chairman).* 


MARKETING  LOAN  FOR  WHEAT, 
FEED  GRAINS,  AND  SOYBEANS 

•  Mr.  BOREN.  Mr.  President,  over 
the  past  couple  of  weeks,  there  has 
been  a  lot  of  discussion  about  the  need 
to  pass  legislation  mandating  that  the 
Secretary  provide  a  marketing  loan  for 
wheat,  feed  grains,  and  soybeans.  A 
marketing  loan  program  would  allow 
producers  of  these  commodities  to 
take  out  a  nonrecourse  loan  and  repay 
that  loan  at  the  current  market  price. 

Advocates  of  the  marketing  loan  for 
these  commodities  have  stated  that  its 
implementation  would  result  in  lower 
export  prices  leading  to  increased  ex- 
ports. The  advocates  are  using  the 
principal  tenet  of  this  administration's 
farm  policy— lower  prices  mean  more 
exports. 

For  the  past  6  years,  this  administra- 
tion has  argued  that  U.S.  loan  rates 
were  too  high  and  needed  to  be  low- 
ered dramatically  if  we  were  to  regain 
our  competitiveness.  The  administra- 
tion has  stated  that  the  loan  rates 
needed  to  be  lower  in  order  to  reduce 
the  incentives  for  marginal  producers 
in  other  countries  to  expand  their  pro- 
duction at  our  expense  and  to  force 


the  EEC  to  pay  more  of  the  cost  of 
subsidizing  their  own  producers. 

Prior  to  the  1981  farm  bill,  loan 
rates  were  set  statutorily.  In  the  1981 
farm  bill,  they  were  again  set  by  stat- 
ute, but  the  Secretary  gained  the  dis- 
cretion to  lower  the  loan  by  10  percent 
if  the  Secretary  determined  that  nec- 
essary to  maintain  domestic  and 
export  markets. 

On  April  1,  1981,  Secretary  Block, 
appearing  before  the  Senate  Commit- 
tee on  Agriculture,  stated: 

I  feel  that  the  Secretary  should  have  wide 
discretion  in  setting  these  [loan  rates]  so 
that  it  would  be  possible  to  look  at  the 
world  market  situation  and  economic  condi- 
tions domestically  in  making  the  decisions. 

...  we  would  want  to  make  sure  that  they 
[loan  rates]  were  not  raised  enough  to  en- 
courage excessive  production  in  other  coun- 
tries, or  to  in  any  way  price  ourselves  out  of 
the  market,  because  the  loan  rate  in  effect 
is,  and  has  been,  an  effective  floor.  It  is  a 
guarantee  that  anyone  can  look  at  it  and 
say  that  is  the  lowest  it  can  go,  in  effect, 
and  so  I  think  we  want  to  guard  against 
overdoing  it. 

Largely  because  Congress  believed 
the  Secretary  had  a  point  to  his  argu- 
ment, the  Secretary  was  given  discre- 
tion to  lower  the  loan  rate  by  10  per- 
cent under  the  so-called  Findley  provi- 
sion. There  were,  I  must  state,  many 
skeptics  to  this  idea.  Several  were  con- 
cerned that  the  lower  loan  rate  would 
merely  result  in  lower  farm  income. 
Others  were  concerned  that  lowering 
the  loan  rate  would  increase  the  dif- 
ference between  the  target  price  and 
loan  rate,  thereby  increasing  the 
amount  farm  programs  cost  the  Gov- 
ernment. Still  others  believed  that  the 
strength  of  the  dollar  and  the  ques- 
tion of  our  reliability  as  a  supplier  had 
more  to  do  with  U.S.  exports  than  the 
loan  rate. 

Under  Secretary  for  International 
Affairs  and  Commodity  Programs, 
Daniel  G.  Amstutz,  stated  at  a  hearing 
on  February  7,  1985,  that  the  strong 
dollar  was  not  as  significant  as  our 
loans.  He  stated: 

Our  own  farm  programs  are  far  more  im- 
portant. Currently,  our.  price  support 
system  provides  our  competitors  with  price 
protection  that  they  could  get  in  no  other 
way. 

They  know  that  we  will  not  sell  below  the 
price  support  loan  level.  To  the  extent  that 
they  can  produce  and  sell  at  less  than  our 
loan  level,  they  have  clear  sailing  against 
competing  commodities  from  the  United 
States  and  they  are  taking  advantage  of  it. 

In  setting  and  then  clinging  to  rigid  price 
floors,  in  imposing  embargoes,  and  encour- 
aging production  cutbacks,  we  misjudged 
the  rest  of  the  world's  greatly  increased 
ability  to  respond  to  what  we  do,  and  it  is 
costing  us  in  export  markets  and  farm 
income. 

...  to  participate  fully  in  export  trade  we 
have  got  to  quit  offering  incentives  to  our 
competitors. 

They  [our  programs]  have  limited  U.S.  ag- 
riculture's capabilities  to  adjust  for  falling 
market    prices,    a    fluctuating    dollar,    or 
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slumps  in  world  demand  which  can  leave 
U.S.  prices  stuck  above  world  market  levels. 

Congress  responded  in  1985  by  statu- 
torily lowering  the  loan  rates  and 
giving  the  Secretary  the  authority  to 
reduce  the  loan  rates  by  20  percent 
more  if  such  were  necessary  to  retain 
our  competitiveness. 

Mr.  President,  I  bring  all  of  this  to 
the  attention  of  my  colleagues  because 
at  the  time  I  was  about  to  endorse  leg- 
islation requiring  the  implementation 
of  a  marketing  loan  for  wheat,  feed 
grains,  and  soybeans,  I  learn  that  the 
Department  apparently  has  changed 
its  position. 

Department  officials  are  stating  now 
that  lower  loan  rates,  lower  prices  will 
not  result  in  increased  exports.  They 
are  saying,  in  essence,  that  demand  is 
inelastic  for  these  commodities.  For 
the  first  time  in  6  years,  this  adminis- 
tration is  opposing  lower  loan  rates, 
lower  market  prices. 

I  am  not,  Mr.  President,  faulting  the 
administration  with  changing  its  posi- 
tion. Certainly,  we  all  change  positions 
occasionally  when  situations  change. 
Yet,  this  is  a  major  departure,  I  be- 
lieve, from  the  administration's  policy 
and  it  should  be  considered  carefully. 
If  our  loan  rates  are  now  at  a  competi- 
tive level  and  that  is  the  reason  for 
the  Department's  opposition  to  the 
marketing  loan,  then  its  opposition 
can  be  understood.  If,  on  the  other 
hand,  we  have  reached  a  point  where 
demand  truly  is  inelastic  and  market 
prices  and/or  loan  rates  are  not  a 
factor,  then  why  in  the  world  are  we 
bankrupting  American  farmers  and  ev- 
eryone else  in  the  world  with  low  loan 
rates  and  low  market  prices? 

I,  frankly,  cannot  discern  any 
change  in  the  wheat  situation  that 
would  justify  a  deviation  from  the  De- 
partment's previous  policy.  According 
to  the  Department,  the  U.S.  price  for 
wheat  at  the  gulf  in  July  of  this  year 
was  $103  per  ton  and  the  Argentine 
price  was  $81  per  ton,  a  difference  of 
$22.  In  December  1985,  the  month 
that  the  market-oriented  farm  bill 
which  lowered  loan  rates  was  signed 
into  law,  the  U.S.  price  at  the  gulf  was 
$139  per  ton  and  the  Argentine  price 
was  $114,  a  difference  of  $25.  Also  ac- 
cording to  the  Department,  France 
and  the  United  States  sold  wheat  to 
Brazil  in  August.  The  French  price 
was  $90.70  per  ton;  the  U.S.  price  was 
$103.25  per  ton.  These  numbers  indi- 
cate to  me  that  our  prices  are  not 
quite  low  enough  to  compete  with 
other  exporting  countries. 

World  production  and  exports  also 
do  not  appear  to  have  changed  signifi- 
cantly. World  wheat  production  in  the 
1985-86  marketing  year  was  about  503 
million  metric  tons,  compared  to  the 
projected  1986-87  marketing  year  pro- 
duction level  of  506  million  metric 
tons.  Total  world  exports  of  wheat 
during  the  1985-86  marketing  year 
were  85  million  metric  tons  compared 


to   the    1986-87    level    of   92   million 
metric  tons. 

Mr.  President,  I  simply  do  not  per- 
ceive any  changes  which  would  war- 
rant a  change  in  policy  unless,  of 
course,  demand  has  proven  to  be  in- 
elastic. What  we  have  now  is  low 
prices  without  any  real  increases  in  ex- 
ports. Is  the  lack  of  exports  due  to  our 
prices  not  being  low  enough  or  due  to 
inelastic  demand? 

If  the  Department  now  believes  that 
lower  prices  will  not  increase  our  ex- 
ports, then  demand  is  inelastic.  If 
demand  is  inelastic,  why  not  raise  our 
loan  rates  and  effectively  raise  the 
price  our  farmers  receive?  If,  on  the 
other  hand,  our  loan  rates  are  inhibit- 
ing our  competitiveness,  then  let's 
drop  them  enough  to  get  the  job  done. 

I  was  considering  supporting  legisla- 
tion to  require  the  Secretary  to  imple- 
ment a  marketing  loan  for  wheat,  feed 
grains,  and  soybeans.  Since  the  De- 
partment has  changed  its  position, 
however,  I  am  not  sure  mandating  a 
marketing  loan  for  these  commodities 
would  be  of  any  benefit  at  all,  particu- 
larly in  light  of  the  cost  of  implement- 
ing a  marketing  loan. 

C.B.O.  analysts  have  estimated  the 
cost  of  this  proposal  at  $5  billion  over 
3  years.  If  Congress  adopts  this  pro- 
posal, more  than  likely  we  will  have  to 
find  a  way  to  pay  for  it  and  there 
aren't  many  options  available.  Some 
have  suggested  a  couple  of  options. 

First,  some  have  proposed  substan- 
tially reducing  or  eliminating  the 
export  enhancement  program  and  var- 
ious export  credit  programs.  However, 
that  would  not  take  care  of  all  the 
costs. 

Frankly,  if  the  marketing  loan  is  not 
going  to  increase  exports,  the  last 
thing  we  should  do  is  reduce  or  elimi- 
nate the  export  enhancement  program 
or  our  other  export  credit  programs. 
Over  5  million  tons  of  wheat  have 
been  exported  through  the  export  en- 
hancement program.  Over  4.5  million 
tons  of  wheat  and  wheat  flour  has 
been  purchased  under  CCC  guarantee 
programs.  To  substantially  reduce  or 
eliminate  these  programs  without 
gaining  a  comparable  increase  in  ex- 
ports through  a  marketing  loan  would 
be  a  very  unwise  step  at  this  time  of 
burdensome  surpluses. 

Second,  some  have  proposed  increas- 
ing the  required  acreage  reduction 
percentage  and/or  decreasing  the 
target  prices  for  wheat  and  feed  grains 
is  being  considered. 

Under  current  law,  before  a  produc- 
er is  eligible  for  wheat  or  feed  grain 
price  support  payments  or  loans,  the 
producer  must  reduce  harvested  acre- 
age of  the  crop  by  a  certain  percent- 
age. For  the  1987  wheat  crop,  the  pro- 
ducer must  reduce  harvested  acreage 
by  27.5  percent.  Without  a  correspond- 
ing increase  in  target  prices,  an  in- 
crease in  the  acreage  reduction  per- 


centage (ARP)  will  result  in  lower  net 
farm  income  for  typical  producers. 

For  example,  increasing  the  ARP  by 
5  percent  for  the  1987  wheat  crop 
would  result  in  an  8.5-percent  reduc- 
tion in  net  farm  income  for  the  typical 
Oklahoma  wheat  produce.  Decreasing 
the  target  price  for  wheat  in  lieu  of  in- 
creasing the  ARP  also  has  an  impact 
on  the  typical  Oklahoma  wheat  pro- 
ducer. Reducing  the  wheat  target 
price  by  5  percent  would  cut  farm 
income  by  8  percent.  A  10-cent  reduc- 
tion in  the  wheat  target  price  would 
result  in  lowering  farm  income  by  ap- 
proximately 4  percent.  Reducing  farm 
income  is  not  the  way  to  pay  for  a 
marketing  loan  as  the  farmers  do  not 
get  the  lost  income  back  from  the 
market. 

What  do  we  have,  Mr.  President?  At 
best,  it  is  proposed  that  we  spend  $5 
billion  to  implement  a  marketing  loan 
that  will  not  increase  exports,  and  will 
not  improve  the  typical  wheat  farm- 
ers' income.  Under  the  worst  scenario, 
we  are  going  to  cut  back  on  our  export 
programs  and  reduce  the  target  price 
by  5  percent  or  increase  the  ARP  by  5 
percent.  This  would  result  in  fewer  ex- 
ports and  an  8-percent  reduction  in 
the  typical  wheat  producers'  income. 
It's  not  everyday  that  we  are  given  the 
opportunity  to  spend  $5  billion  to 
achieve  these  results  to  spend. 

Mr.  President,  it  needs  to  be  recog- 
nized that  I  am  not  speaking  about 
soybeans.  It  is  unclear  whether  a  mar- 
keting loan  would  increase  or  decrease 
exports  in  soybeans.  The  merit  in 
passing  a  marketing  loan  for  soybeans 
lies  in  the  fact  that  it  would  keep 
income  for  soybean  producers  at  the 
same  level  they  had  for  the  1986  crop. 
The  soybean  program  does  not  contain 
target  prices.  Income  is  supported  only 
through  a  nonrecourse  loan  program. 
The  1985  farm  bill  established  the  soy- 
bean loan  rate  at  $5.02  for  the  1986 
and  1987  crop  and  gave  the  Secretary 
the  discretion  to  lower  the  loan  by  5 
percent  in  order  to  remain  competi- 
tive. The  Secretary  has  recently  an- 
nounced that  he  will  exercise  this  au- 
thority, thereby  reducing  the  1987 
loan  rate  to  $4.77  per  bushel.  This  ef- 
fectively reduces  the  price  soybean 
producers  receive  by  25  cents  per 
bushel  with  no  protection  from  target 
prices.  The  implementation  of  a  soy- 
bean marketing  loan  will  effectively 
provide  some  income  protection  to  soy- 
bean producers.  For  this  reason,  a 
marketing  loan  for  soybeans  deserves 
consideration  and  support. 

Mr.  President,  I  hope  I  am  wrong  in 
my  understanding  of  the  administra- 
tion's new  policy.  If  I  am  not,  I  fear  we 
would  need  to  completely  rewrite  our 
market-oriented  farm  bill.  I  hope  that 
all  my  colleagues  will  carefully  consid- 
er the  marketing  loan  proposal  that 
may  surface  this  week.  I  hope  every- 
one will  consider  the  merits  of  each 
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aspect  of  the  proposal.  I  am  complete- 
ly in  support  of  doing  whatever  we 
must  do  to  increase  exports.  However, 
I  will  not  support,  in  fact  I  will  strong- 
ly oppose,  any  proposal  that  reduces 
farm  income  and  exports.  The  benefits 
of  any  legislation  must  outweigh  or  at 
the  very  least  equal  the  costs.* 


THINKING  ABOUT  TAX  REFORM 

•  Mr.  BOSCHWITZ.  Mr.  President, 
like  most  of  my  colleagues  here  in  the 
Senate,  I  am  enthusiastic  about  the 
prospects  for  true  tax  reform  this 
year.  The  bill  produced  by  the  House- 
Senate  conference  committee  lowers 
rates  substantially  and  achieves  many 
of  the  goals  I  have  for  tax  reform. 

But,  like  most  of  the  legislation  we 
produce  in  this  atmosphere  of  compro- 
mise and  conflicting  goals,  it  is  not 
perfect.  We  should  not  let  our  enthusi- 
asm for  it  cloud  our  critical  judgment. 
My  distinguished  colleague  and  friend 
from  Missouri,  Jack  Danforth,  has 
written  an  interesting  article  about 
the  possible  effects  of  this  tax  reform 
bill  on  business  and  the  economy. 
While  I  cannot  be  as  gloomy  as  my 
friend  from  Missouri  about  this  bill,  I 
recognize  it  may  have  some  shortcom- 
ings with  regard  to  how  it  treats  busi- 
ness investment.  I  am  certain  that 
when  we  consider  this  conference 
report  on  the  floor  of  the  Senate  in 
the  next  couple  of  weeks,  we  will  thor- 
oughly air  these  issues. 

To  help  us  in  that  deliberation,  I  ask 
that  Senator  Danforth's  article  from 
the  September  7  issue  of  the  St.  Louis 
Post-Dispatch  be  printed  in  the 
Record. 

The  article  follows: 

The  Seeds  of  Economic  Disaster 
(By  John  C.  Danforth) 

On  August  16.  a  general  outline  of  tax  leg- 
islation, produced  behind  closed  doors  by 
the  chairmen  of  the  House  Ways  and  Means 
Committee  and  the  Senate  Finance  Com- 
mittee, was  revealed  to  committee  conferees 
in  an  Uth  hour  take-it-or- leave-it  format. 
Regrettably,  the  conferees  took  it.  As  a 
result,  one  other  thing  is  about  to  be  taken: 
our  economy— to  the  cleaners. 

To  date,  no  one— not  even  the  committee 
chairmen- knows  the  details  of  what  will  be 
in  this  bill.  But  if  the  process  by  which  the 
conferees  accepted  this  legislation  is  a  clear 
abdication  of  congressional  responsibility. 
that  is  a  trivial  concern  next  to  the  commit- 
tee's abdication  of  its  duty  to  the  American 
people.  The  fact  is  that  the  general  outline 
of  this  tax  legislation  contains  the  seeds  of 
economic  disaster.  It  is  therefore  a  clear  and 
present  danger  to  the  future  of  our  country. 

E>x>nomists  throughout  the  United  States 
are  reporting  that  this  bill  will  cost  jobs  and 
reduce  economic  output,  beginning  next 
year.  For  example,  Missouri's  own  Murray 
Weidenbaum,  a  former  chairman  of  the 
President's  Council  of  Economic  Advisers, 
has  stated  that  business  investment  will  de- 
cline 5  percent,  GNP  will  drop  at  least  1  per- 
cent and  more  than  1  million  jobs  will  be 
lost. 

During  the  long  consideration  of  tax 
reform,  my  position  has  always  been  that 


reform  must  satisfy  four  fundamental  crite- 
ria. It  must  make  the  economy  stronger  and 
more  productive.  It  must  encourage  greater 
efficiency  in  our  use  of  economic  resources, 
it  must  make  America  more  competitive  in 
international  trade.  It  must  create  new  jobs 
and  promote  educational  opportunity.  With 
respect  to  these  goals,  the  Senate  bill  was 
fundamentally  sound. 

The  Senate  reduced  rates  for  individuals 
and  businesses  far  below  the  House.  The 
Senate  cracked  down  much  harder  than  the 
House  on  tax  shelters  and  other  loopholes. 
The  Senate  imposed  a  more  moderate  tax 
increase  of  $100  billion  on  American  com- 
merce: the  House,  $180  billion.  The  Senate 
preserved  tax  benefits  for  higher  education, 
research  and  development,  foreign  invest- 
ment to  enhance  exports  and  energy  and 
other  natural  resource  production. 

What  has  come  down  from  the  chairmen's 
summit  is  a  bill  that  is  far  closer  in  every 
negative  aspect  to  the  original  House  bill. 

Specifically,  the  Senate-House  conference 
proposal  is  anti-growth,  anti-competition, 
anti-jobs,  anti-education  and  anti-charity.  It 
is  grossly  unfair  in  its  apportionment  of  the 
tax  burden  from  sector  to  sector  and  from 
individual  to  individual.  It  will  raise  the  cost 
of  capital  formation  in  the  United  States, 
thereby  benefiting  our  international  com- 
petitors. It  repeals  the  investment  tax  credit 
for  new  plant  and  equipment.  It  increases 
capital  gains  taxes  for  individuals  and  busi- 
nesses. It  penalizes  depreciation  of  property. 
It  reduces  research  and  development  tax 
credits. 

Changes  in  foreign  tax  benefits  will  make 
it  less  attractive  for  Americans  to  do  busi- 
ness abroad.  It  creates  a  higher  tax  rate  for 
middle-income  taxpayers  than  for  the 
wealthy.  It  eliminates  the  capital  gains  dif- 
ferential. 

It  hits  education  by  taxing,  for  the  first 
time  ever,  scholarships  and  fellowships.  It 
limits  the  deductibility  of  donated  appreci- 
ated property  (hitting  symphonies,  libraries, 
museums  and  a  host  of  other  cultural  assets 
as  well  as  higher  education).  It  limits  the 
ability  of  private  colleges  and  universities  to 
issue  tax-exempt  bonds  to  finance  laborato- 
ries, classrooms  and  libraries.  It  takes  away 
the  interest  deduction  for  student  loans 
from  all  except  those  fortunate  enough  to 
borrow  against  home  equity.  The  American 
Council  on  Education,  which  represents 
1,500  colleges  and  universities,  warns  that 
this  bill  is  "the  greatest  catastrophe  for 
higher  education  in  25  years." 

What  about  the  tax  bill's  specific  effect  on 
Missouri?  I  deeply  regret  that  this  legisla- 
tion is  going  to  nail  highly  skilled  and  high- 
paying  jobs  in  our  manufacturing  sector. 
Ford.  General  Motors  and  Chrysler  assem- 
bly plants  will  be  losers.  Armco  Steel  in 
Kansas  City  is  a  big  loser.  High-tech  indus- 
tries such  as  Monsanto  will  get  hit.  Aero- 
space will  be  the  hardest  hit  of  any,  McDon- 
nell Douglas,  Missouri's  largest  employer, 
will  lose  hundreds  of  millions  of  dollars. 
That's  going  to  cost  jobs  and  exports.  In  Illi- 
nois, Granite  City  Steel  will  be  among  the 
big  losers. 

The  renewal  of  downtown  St.  Louis  was 
made  possible  by  the  tax  credit  for  rehabili- 
tating historic  buildings,  a  provision  that 
will  be  gutted  by  the  tax  bill.  The  metropol- 
itan area's  need  for  low-  and  moderate- 
income  rental  housing  would  be  made  more 
severe  by  several  different  provisions  in  the 
bill.  Economists  who  have  analyzed  the 
bill's  impact  on  housing  expect  higher  rents. 
Higher  rents  could  more  than  offset  the 
bill's  reduction  in  taxes  for  low-  and  moder- 
ate-income families. 


Retailing  was  supposed  to  be  a  big  winner 
under  this  bill,  but  Missouri's  largest  retail- 
er, the  May  Co.,  is  a  loser  because  of  the 
bill's  last-minute  changes  in  the  tax  treat- 
ment of  inventories  and  installment  credit. 
Hallmark  also  gains  nothing. 

Frankly,  it's  almost  impossible  to  see  even 
one  ray  of  sunshine  piercing  the  smoking 
wreckage  of  the  old  Senate  bill.  It  is  said 
that  removing  6  million  low-income  people 
from  the  tax  rolls— a  benefit  that  survives  in 
the  current  proposal— may  be  worth  the  car- 
nage. But  that  goal  could  have  been 
achieved  at  a  cost  of  roughly  $2  biUion. 

The  fact  is  that  we  are  about  to  enact  a 
tax  bill  that  can  best  be  described  as  Con- 
gress gambling  with  our  economy  in  a  game 
of  chance  where  the  odds  are  unreasonably 
high.  And  why?  So  the  politicans  can  point 
with  pride  to  lower  tax  rates  for  individuals. 
Well,  I  am  for  lower  rates,  if  a  responsible 
and  balanced  way  is  produced  to  pay  for 
them.  That  is  what  we  had  in  the  Senate 
bill.  But  what  has  emerged  in  the  confer- 
ence report  is  legislation  that  encourages 
consumption  (particularly  of  imports)  dis- 
courages investment,  inflames  an  already 
outrageous  trade  deficit  and  fails  higher 
education. 

The  tax  bill  purports  to  be  revenue  neu- 
tral. Such  a  contention  requires  a  leap  of 
faith.  Clearly,  changed  economic  circum- 
stances in  the  next  five  years  alone  will 
bring  swings  in  revenue  of  tens  of  billions  of 
dollars.  We  already  know  that  an  important 
chunk  of  the  revenue  raised  by  the  bill 
comes  from  a  variety  of  one-time  changes  in 
accounting  practices.  We  also  know  that  in 
the  near-term,  this  tax  bill  threatens  the 
single  most  important  economic  challenge 
we  face— reduction  of  the  federal  budget 
deficit. 

In  1987,  the  bill  contains  an  $11  billion 
revenue  bulge  that  grateful  politicians  will 
inevitably  use  to  avoid  the  real  spending 
and  tax  decisions  our  self-imposed  budget 
targets  are  designed  to  force.  Our  failure  to 
make  these  tough  choices  for  1987  will  be 
further  exacerbated  in  the  subsequent  two 
years  when  the  tax  bill  will  cost  the  Treas- 
ury more  than  $32  billion  in  lost  revenue. 

There  has  been  some  speculation  that  my 
opposition  to  this  bill  is  predicted  solely  on 
my  disagreement  about  the  treatment  of 
the  three  or  four  sections  in  the  bill  that  I 
have  taken  a  personal  role  In  drafting  as  a 
member  of  the  committee.  Nothing  could  be 
further  from  the  truth.  Conversely,  many  of 
my  friends  said  supporters  see  my  opposi- 
tion as  quixotic  and  a  political  threat  to  me 
personally.  Again,  my  own  political  fortune 
couldn't  be  further  from  my  mind.  It  is  the 
content  of  this  bill  from  stem  to  stem  that 
compels  my  opposition. 

For  me  to  ignore  the  points  I  have  out- 
lined here  would  be  for  me  to  ignore  my 
duties  and  responsibilities  as  a  member  of 
the  Senate.  I  truly  believe  that  you,  the 
American  people,  should  be  informed  in  the 
debate  on  this  legislation  about  the  substan- 
tial risk  in  rushing  toward  enactment. 

At  stake  is  the  future  health  of  our  econo- 
my. At  stake  is  the  further  erosion  of  our 
international  competitiveness.  At  stake  is 
the  quality,  cost  and  accessibility  of  our  in- 
stitutions of  higher  education.  At  stake  is 
the  future  of  the  country.  To  have  re- 
mained silent  under  my  strong  convictions 
would  have  been  unconscionable.* 
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TRIBUTE  TO  REV.  CLYDE 
ADAMS.  D.D. 

•  Mr.  LUGAR.  Mr.  President,  today  I 
ask  my  colleagues  in  the  U.S.  Senate 
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to  join  me  in  honoring  Rev.  Clyde 
Adams.  D.D..  for  his  50  years  of  minis- 
try and  his  36  years  of  service  and 
dedication  to  members  and  friends  of 
the  Union  Baptist  Church  located  in 
Port  Wayne,  IN. 

As  the  pastor  of  Union  Baptist 
Church,  Clyde  Adams  continues  to  dis- 
play superior  leadership  ability  and  a 
deep  devotion  to  correcting  the  wrongs 
of  our  society. 

Bom  in  Cherry  Valley.  AR.  Dr. 
Adams  has  always  been  in  the  fore- 
front of  the  fight  for  equal  rights  for 
minorities  in  economic,  legal,  educa- 
tional, and  civic  areas.  He  received  an 
honorary  doctorate  degree  from  the 
Michigan  Baptist  Theological  Semi- 
nary and  a  doctorate  of  sacred  litera- 
ture from  the  Ministers  Institute  and 
College  of  West  Point,  MS.  He  served 
5  years  as  a  member  of  the  Board  of 
Directors  of  the  National  Baptist  Con- 
vention, Inc.  Dr.  Clyde  Adams  has 
shown  an  unerring  ability  to  motivate 
others  by  capturing  their  enthusiasm 
and  harnessing  it  for  the  betterment 
of  this  Nation.  His  leadership  and 
commitment  to  his  strength  of  charac- 
ter as  well  is  a  beacon  of  hope  to  the 
city  of  Fort  Wayne  and  to  the  State  of 
Indiana.  Union  Baptist  Church  was 
blessed  with  the  arrival  of  this  reli- 
gious leader;  Clyde  Adams  has  truly 
made  a  difference  in  the  strive  for 
human  rights. 

I  ask  my  colleagues  to  join  me  in 
commending  Reverend  Adams.* 


While  the  tJS  produces  only  a  small  frac- 
tion of  the  world's  food  output,  it  contrib- 
utes more  than  half  the  food  given  to  those 
lr\  need.  In  addition  to  our  own  programs, 
like  the  Public  Law  480  Pood  for  Peace  Pro- 


WORLD  HUNGER 

•  Mr.  DANFORTH.  Mr.  President,  my 
distinguished  colleague  from  Minneso- 
ta, Senator  Boschwitz,  has  committed 
time  and  energy  to  the  battle  against 
world  hunger.  He  and  I  share  a  belief 
that  the  United  States  must  settle  for 
nothing  less  than  a  world  where  ade- 
quate nutrition  is  a  basic  right.  Sena- 
tor Boschwitz  recently  addressed  the 
issue  of  how  best  to  structure  our  food 
assistance  programs,  and  I  conmiend 
his  article  in  the  Christian  Science 
Monitor  to  the  attention  of  Senators. 
The  article  follows: 

[Prom  the  Christian  Science  Monitor,  Sept. 

10,  1986] 

World  Hunger:  Is  Direct  Pood  Aid  a 

Solution? 

(By  Rudy  Boschwitz) 

Those  with  a  philosophical  bent  find 
United  States  food  aid  programs  a  wonder- 
ful mire  to  wade  in.  Are  US  objectives  hu- 
manitarian or  economic?  Do  we  want  to  feed 
hungry  people  or  build  markets  for  US  farm 
products? 

Being  a  more  pragmatic  soul,  1  must 
answer  all  these  questions  "Yes. "  In  food 
aid,  it  is  possible  to  serve  two  masters.  And 
whatever  our  motives,  Americans  should  be 
proud  of  the  global  food  aid  we  provide. 


gram  and  the  Section  416  program  which 
make  surplus  commodities  available,  the  US 
has  been  the  leader  in  international  efforts, 
such  as  the  World  Pood  Program.  We  lead 
the  world  in  the  amount  of  aid  provided  and 
in  coordinating  the  programs. 

The  arguments  over  whether  our  objec- 
tives are  inconsistent  have  persisted  for 
years.  Those  who  agree  that  humanitarian 
aid  is  our  chief  objective  often  disagree  on 
whether  the  aid  should  focus  on  the  need- 
iest people  or  be  used  to  promote  industrial 
and  economic  growth.  Controversy  also 
exists  about  the  nature  of  our  agricultural 
objectives.  Should  we  look  at  food  aid  as  a 
short-term  way  to  dispose  of  surplus  com- 
modities or  as  a  long-term  method  of  devel- 
oping foreign  markets?  Some  in  the  agricul- 
tural community  even  fear  that,  as  develop- 
ing countries  produce  more  and  more  com- 
modities, they  will  hurt  our  agriculture  by 
becoming  our  competitors. 

The  tug  of  war  over  the  purpose  of  the 
food  aid  programs  has  raged  since  they  were 
started  in  the  late  1940s  and  early  '50s. 
During  that  time,  abundant  supplies  of  com- 
modities made  surplus  disposal  and  market 
development  paramount.  During  the  1960s, 
the  emphasis  shifted  to  meeting  the  needs 
of  hungry  people.  The  tight  food  supply  of 
the  early  1970s  made  us  reexamine  our  com- 
mitment to  food  aid  programs.  It  seems  dif- 
ficult to  remember  that  only  10  or  12  years 
ago  we  were  discussing  the  population  ex- 
plosion and  dwindling  resources  incapable 
of  supporting  humankind.  Small  was  beauti- 
ful. 

Rightly,  the  US  continued  its  commit- 
ment to  humanitarian  programs  and  a 
policy  of  "new  directions. "  helping  devel- 
oped nations  help  themselves  and  providing 
food  aid  to  the  poorest  nations  rather  than 
to  those  on  the  verge  of  industrial  and  eco- 
nomic growth.  Since  the  late  1970s,  domes- 
tic and  world  food  supplies  have  proliferat- 
ed. Consequently,  the  US  has  eased  the  re- 
quirement that  75  percent  of  the  Pood  for 
Peace  program's  food  aid  go  to  the  neediest 
countries  and  raised  the  minimum  tonnage 
distributed  under  the  Pood  for  Peace  pro- 
gram. 

More  important,  we've  recognized  that 
growing  enough  food  to  feed  the  people  in 
the  world  is  not  the  problem;  getting  it  to 
them  is.  Surpluses  of  food  simply  sit  in  the 
wrong  places:  Nebraska.  Iowa,  and  Minneso- 
ta. We  have  40  percent  of  the' world's  food 
stocks  in  storage  in  this  country.  Getting  it 
to  the  inner  parts  of  Ethiopia,  where  there 
are  no  roads,  where  there  are  no  airports, 
where  there  is  no  network  of  people  to  dis- 
tribute it.  will  be  the  food  aid  challenge  of 
the  '80s  and  '90s.  Getting  food  into  the  inte- 
rior of  Mali  or  the  Sudan  and  other  African 
countries  that  are  very  large,  but  have  very 
few  people,  is  not  easy  to  do.  We  must  also 
understand  the  paradoxes  of  food  aid.  India 
is  often  touted  as  a  food  aid  success  story 
because  it  is  now  exporting  agricultural 
commodities.  Yet  half  the  malnourished 
people  in  the  world— 200  million— live  in 
India.  Crops  grown  near  the  coast  are  ex- 
ported, because  Indians  have  no  satisfactory 
means  to  get  them  to  their  own  people  in 
need. 

In  addition  to  the  problems  of  distribution 
and  transportation,  we  must  come  to  grips 
with  the  effect  food  aid  has  on  the  recipient 
country.  It's  easy  to  crush  a  fragile  agricul- 


tural economy  with  food  aid.  Even  though 
the  agricultural  base  of  most  recipient  coun- 
tries doesn't  provide  all  the  food  that  is 
needed,  normally  it  provides  most  of  the 
food.  When  a  large  quantity  of  agricultural 
commodities  enters  a  developing  country,  it 
can  drive  down  the  price  and  lead  to  lower 
incomes  for  farmers.  Pood  aid  can  also 
shape  politics.  It  may  allow  a  repressive  gov- 
ernment to  maintain  the  status  quo  or, 
worse,  to  use  food  to  coerce  or  manipulate 
the  people. 

The  problem  of  world  hunger  will  not  be 
solved  by  growing  more  food  or  distributing 
more  food  but  only  by  finding  means  to 
build  independence.  The  challenge  of  food 
aid  (and  other  foreign  assistance)  programs 
will  be  to  create  economic  growth  where  it  is 
most  needed— among  the  poorest  of  the 
poor. 

America's  experience  of  more  than  30 
years  in  food  aid  programs  has  brought  all 
these  problems  into  focus.  But  they  will  not 
be  solved  by  abandoning  the  programs.  In- 
stead, we  should  structure  them  carefully  in 
each  country,  understanding  its  culture,  so 
as  to  minimize  adverse  effects.  Our  food  aid 
programs  have  had  successes— South  Korea, 
Taiwan,  Mexico.  Brazil.  We  will  continue  to 
have  more  if  we  learn  from  past  experience 
and  proceed  with  our  eyes  open. 

Also,  there  must  be  greater  coordination 
among  agencies  and  countries  providing 
food  aid.  Our  goal  must  be  to  eliminate 
world  hunger.  The  only  way  is  to  raise  world 
hunger  on  our  list  of  priorities  and  make  a 
commitment  to  achieve  that  goal.* 


THE  30TH  ANNIVERSARY  OF 
THE  HUNGARIAN  REVOLUTION 

•  Mr.  DAMATO.  Mr.  President,  I 
support  Senate  Joint  Resolution  385,  a 
resolution  commemorating  the  valor 
of  the  Hungarian  freedom  fighters 
who  sought  to  break  the  chains  of 
Soviet  tyranny  and  rid  their  country 
of  totalitarianism.  This  year  marks 
the  30th  anniversary  of  their  uprising 
which  began  on  October  23,  1956,  a 
quest  for  freedom  which  continues  to 
this  day. 

The  seeds  of  the  revolution  were 
planted  during  the  early  1950's  under 
the  leadership  of  Imre  Nagy.  In  1953, 
Nagy  was  appointed  prime  minister, 
replacing  the  much  hated  Matyas 
Rakosi,  an  action  which  appears  to 
have  been  supported  by  the  Soviet 
leadership.  During  the  1940's  it  was 
Nagy  who  raised  serious  reservations 
regarding  the  policy  of  collectivization 
being  pursued  by  the  Hungarian  Gov- 
ernment. Soon  after  his  appointment, 
Nagy  embarked  on  a  "New  Course,"  a 
package  of  reforms  including:  Decol- 
lectivization  of  agriculture,  a  new  em- 
phasis on  light  industry,  and  release  of 
political  prisoners. 

Amid  growing  disunity  within  the 
Hungarian  Communist  Party  and  a 
change  of  heart  on  the  part  of 
Moscow,  Nagy,  the  principal  propo- 
nent of  the  "New  Course."  came  under 
increasing  criticism.  During  early  1955, 
Nagy  was  pressured  by  the  Kremlin  to 
renounce  his  reform  policies.  He  re- 
fused. Nagy  was  forced  out  of  office 
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and  expelled  from  the  Communist 
Party  which  he  had  helped  found.  He 
was  replaced  by  his  archrival  Rakosi. 

Despite  Nagy's  ouster,  the  pressures 
for  reform  continued,  particularly 
among  members  of  the  intelligencia. 
During  this  period,  the  former  prime 
minister  wrote  a  series  of  political 
essays  defending  reform. 

Concern  over  continuing  tensions  in 
Hungary,  the  Kremlin  turned  to  Nagy, 
who  was  readmitted  to  the  party  on 
October  13,  1956,  for  help.  An  anti- 
Stalinist  revolution  in  Poland  6  days 
later  added  to  the  press  for  reform. 
Peaceful  demonstrations  began  in  Bu- 
dapest on  October  23  in  support  of 
change.  A  large  statue  of  Stalin  was 
toppled  and  dragged  through  the 
streets  of  the  capital— the  revolution 
had  begun.  Tens  of  thousands  partici- 
pated in  these  peaceful  demonstra- 
tions of  Hungarian  nationalism. 

During  the  coming  days,  the  revolu- 
tionary fervor  spread.  Tension  began 
to  rise  as  the  streets  swelled  with  free- 
dom fighters.  Violence  erupted  as 
police  opened  fire  on  unarmed  demon- 
strators, many  of  them  children.  The 
bloodiest  incident  of  the  revolution  oc- 
curred at  Parliament  Square  on  Octo- 
ber 25,  when  Soviet  forces  and  the 
secret  police  opened  machinegun  fire 
on  a  crowd  of  peaceful  demonstrators, 
killing  an  estimated  500  people.  De- 
spite these  acts  of  brutality,  the  revo- 
lutionaries were  successful  in  taking 
over  the  major  provincial  cities. 

On  October  30,  1956.  Nagy  an- 
nounced the  abolition  of  one-party 
rule  and  the  establishment  of  a  coali- 
tion government.  Cardinal  Mindszenty 
was  freed  from  captivity.  Two  days 
later,  Hungary  withdrew  from  the 
Warsaw  Pact  and  its  neutrality  was  de- 
clared. It  appeared  as  though  nothing 
would  stop  the  Hungarians  in  their 
quest  for  freedom  and  independence. 

On  November  3,  Cardinal  Minds- 
zenty delivered  an  impassioned  ad- 
dress to  his  fellow  countrymen.  His 
words  are  as  meaningful  today  as  they 
were  three  decades  ago.  Mr.  President, 
I  ask  unanimous  consent  that  an  ex- 
cerpt of  this  address  be  printed  in  the 
Record. 

The  Soviet  Ambassador  at  the  time, 
Yuriy  Andropov,  a  little  known  figure 
at  the  time,  offered  his  assurances 
that  Soviet  troops  would  be  withdrawn 
from  Hungary.  Before  dawn  on  No- 
vember 4,  an  estimated  200,000  Soviet 
troops  with  2,500  tanks  and  armored 
cars  had  crossed  the  border  into  Hun- 
gary, launching  an  offensive  designed 
to  crush  the  revolution.  Despite  their 
courageous  effort,  the  Hungarian  free- 
dom fighters  were  vastly  outnum- 
bered. The  Hungarian  revolution, 
fueled  by  national  heroism,  was  to  last 
but  a  fleeting  moment.  In  all  more 
than  25,000  Hungarians  had  died.  An- 
other 20,000  were  deported  to  the 
Soviet  Union,  many  were  never  heard 
from  again.  Others  were  imprisoned 


under  the  orders  of  Janos  Kadar.  At 
least  500  were  executed. 

In  the  aftermath  of  the  shortlived 
revolution,  200,000  refugees  fled  the 
repressive  regime  of  Kadar,  a  puppet 
installed  by  the  Kremlin.  Tens  of 
thousands  of  others  lost  their  lives  in 
the  carnage.  Nagy  and  his  close  associ- 
ates, including  Pal  Maleter  and  Miklos 
Gimes,  were  executed  in  June  1958 
and  hurried  in  graves  which  to  this 
day  have  remained  unmarked. 

The  address  follows: 
Radio  statement  or  Joset  Cardinal 
Mindszenty  November  3.  1956 

There  is  no  country  which  in  the  course  of 
its  thousand  years  of  history  has  suffered 
more  than  we.  Hungarians  have  had  to  wage 
incessant  struggles  for  independence, 
mostly  in  defense  of  the  Western  countries. 
These  struggles  interrupted  the  continuity 
of  our  development  and  we  always  had  to 
rise  again  by  our  own  efforts.  In  the  course 
of  history  this  is  the  first  occasion  that 
Hungary  has  enjoyed  the  sympathy  of  all 
other  civilized  countries.  We  are  deeply 
moved  by  this,  and  every  member  of  our 
small  land  rejoices  that,  because  of  our  love 
of  liberty,  the  nations  have  taken  up  its 
case. 

Yet  we,  even  in  our  dire  situation,  hope  we 
have  no  enemies,  for  we  are  the  enemies  of 
no  one.  We  want  to  live  in  friendship  with 
all  people  and  all  countries.  We  Hungarians 
want  to  live  and  progress  as  standard-bear- 
ers of  the  family  of  peaceful  European  na- 
tions. We  want  to  live  in  a  spirit  of  friend- 
ship with  all  the  peoples  of  Europe  and  not 
on  the  basis  of  an  artificially  created  friend- 
ship. And  turning  our  eyes  toward  more  dis- 
tant parts,  we.  a  .small  nation,  want  to  live 
in  friendship;  in  undisturbed,  peaceful,  and 
mutual  esteem  with  the  great  United  States, 
as  well  as  the  powerful  Russian  Empire,  and 
in  good-neighborly  relations  with  Prague, 
Bucharest.  Warsaw,  and  Belgrade. 

Now  we  need  general  elections,  free  from 
abuse,  in  which  all  parties  can  nominate 
candidates.  The  elections  should  be  held 
under  international  supervision. 

I  must  stress  that  we  have  a  classless  soci- 
ety and  a  State  where  laws  prevail.  We  sup- 
port private  ownership  which  is  rightly  and 
justly  limited  by  social  interests.  This  is  the 
wish  of  the  Hungarian  people. 

As  head  of  the  Hungarian  Roman  Catho- 
lic Church  I  declare  that  we  do  not  oppose 
the  justified  development  of  our  country. 
We  only  desire  that  this  development  be 
sound. 

On  October  23,  we  will  commemo- 
rate the  30th  anniversary  of  the  Hun- 
garian revolution.  In  doing  so,  we 
recall  the  courage,  valor  and  dedica- 
tion to  freedom  displayed  by  the  many 
individuals  who  took  part  in  the  upris- 
ing. As  we  mark  this  historic  occas- 
sion,  however,  we  are  reminded  that 
many  Hungarians  continue  in  their 
struggle  for  freedom  and  individual 
human  rights.  Expressions  of  inde- 
pendence are  met  with  harassment  by 
the  Hungarian  authorities.  Some  have 
become  targets  for  harassment  simply 
for  speaking  out  about  the  events  of 
1956. 

Mr.  President,  the  commemoration 
of  the  1956  Hungarian  revolution  will 
bring  many  sad  memories  as  we  re- 
member  those   who   lost   their   lives 


during  their  quest  for  freedom.  As  we 
express  our  grief,  we  reaffirm  our  com- 
mitment to  assist  those  who  continue 
to  fight  against  tyranny.  As  chairman 
of  the  Commission  on  Security  and 
Cooperation  in  Europe,  I  urge  my  col- 
leagues to  support  adoption  of  Senate 
Joint  Resolution  385  as  a  demonstra- 
tion of  our  support  of  Hungarian  free- 
dom fighters,  past  and  present. 
Thank  you  Mr.  President.* 


HANK  GREENBERG-A 
CHAMPION  OF  CHAMPIONS 

•  Mr.  LEVIN.  Mr.  President,  many 
people,  when  they  see  a  baseball  uni- 
form with  a  number  5  on  it,  think 
about  Joe  DiMaggio.  Many  fans  also 
know  that  another  player  wore  that 
number  with  equal  pride  and  distinc- 
tion: Hank  Greenberg  of  the  Detroit 
Tigers. 

Hank  Greenberg  died  earlier  this 
month  but  he  will  remain  a  living.  He 
lives  in  my  mind  and  for  more  than  his 
.313  life  time  batting  average  or  the 
331  homeruns  he  hit— 58  in  one 
season;  more  than  the  grand  slam  he 
hit  on  the  last  day  of  the  season  in 
1945  to  give  the  Tigers  the  league 
championship  or  the  2  years  he  was 
named  MVP.  No,  he  was  more  than 
that  for  me. 

Greenberg  was  the  first  big  time 
ballplayer  who  was  Jewish.  Like  Jackie 
Robinson  after  him,  Greenberg  paid  a 
price  for  being  first.  One  of  the  report- 
ers in  Detroit  wrote  that  "the  other 
teams  saw  his  potential  and  power  and 
called  Jew  Boy'  from  the  corners  of 
the  dugout.  The  Yankees  were  the 
worst."  And  Greenberg  himself  is 
quoted  as  saying  "One  time  the  Yan- 
kees even  brought  up  a  player  from 
the  minors  just  to  get  on  me.  He  sat 
next  to  the  manager  for  protection.  I 
heard  it  all  from  them— every  slur  you 
could  think  of.  It  was  pretty  vicious." 

That's  the  way  it  was  back  then.  But 
it  isn't  that  way  now.  Because  of 
people  like  Greenberg  and  Robinson 
and  players  like  Roberto  Clemente 
and  Fernando  Valenzuela,  we  have 
white  kids  who  grow  up  idolizing  black 
ballplayers.  Christian  kids  rooting  for 
a  Jewish  homerun  hitter,  Anglos 
cheering  on  a  player  from  Mexico  or 
the  Islands. 

It  isn't  much,  maybe,  but  it  is  a 
start.  It  gives  a  kid  the  sense  that 
maybe  there  is  something  more  impor- 
tant than  color  or  religion  or  national 
origin— maybe  if  a  player  can  help  the 
home  team  win,  then  that  player 
ought  to  be  admired  and  accepted  for 
what  he  can  do  rather  than  being  re- 
jected because  of  where  he  comes 
from. 

No,  it  isn't  much.  But  it  is  a  begin- 
ning which  hundreds  of  thousands  of 
kids  make  every  day  of  every  year  be- 
cause of  guys  like  Greenberg.  And  it 
isn't  just  kids  that  grow.  Greenberg 
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was   playing   v;hen   Jackie   Robinson 

broke  into  the  big  leagues.  Years  later, 

Greenberg  recalled  that  "guys  on  our 

team  were  calling  Jackie  'Coal  Mine.' 

He  got  hit  and  stood  beside  me  on  first 

base  with  his  chin  up  like  a  prince.  I 

had  a  feeling  for  him  because  of  the 

way  I  had  been  treated.  I  remember 

saying  to  him  'Don't  let  them  get  you 

down.  You're  doing  fine.  Keep  it  up.'  " 

And  Robinson  remembered  Greenberg 

saying  that  too;  he  later  said  that 

Greenberg    was    the    first    opposing 

player  in  the  big  leagues  to  give  him 

encouragement.    "Hank    Greenberg," 

said  Robinson,  "has  class.  It  stands  out 

all  over  him." 

So  kids  and  grownups  got  a  little 
"color  blind"  because  of  the  game  and 
the  teams  that  tie  us  together.  But  at 
the  same  time,  we  all  got  a  little  "color 
proud."  We  looked  at  a  Greenberg  or 
Robinson  or  Clemente  or  Valenzuela 
or  any  of  the  others  and  we  suddenly 
realized  that  our  people  were  really 
something  special  and  making  it  big  in 
big  leagues. 

There  is  that.  But  baseball  is,  after 
all  is  said  and  done,  more  than  sociolo- 
gy. It  is  a  sport  which  tests  each 
player  every  day  and  gives  us  a  way  to 
keep  score— to  measure  success  and 
evaluate  failure.  And  in  the  sport, 
Greenberg  had  few  peers.  He  could  hit 
the  ball  as  far  as  any  human  being  I 
have  ever  seen.  I  can  still  look  back 
and  see  what  I  was  lucky  enough  to 
see  then:  Hank  Greenberg  doing  what 
he  did  best.  There  he  is  bringing  that 
bat  around  to  his  right  shoulder  and 
then  tightening  his  muscles  and  wait- 
ing for  the  pitch  and  watching  it  break 
in  over  the  plate  and  then— and  then 
the  ball  would  sail  away  from  the 
plate  over  the  fence  and  into  the  his- 
tory which  still  lives  in  the  minds  of 
everyone  who  ever  saw  him  play. 

Which.  I  guess,  is  just  a  way  of 
saying  that  in  addition  to  being  a 
symbol,  the  man  was  a  hell  of  a  ball- 
player. And.  as  the  years  went  by,  we 
got  to  see  he  was  a  hell  of  man— in- 
volved in  civic  affairs,  caring  and  will- 
ing to  give  of  himself. 

Some  40  years  ago,  I  remember  read- 
ing the  morning  paper  report  on  the 
homer  he  hit  to  win  the  pennant.  The 
story  started  something  like  this:  "Call 
him  the  hero  of  heroes.  Call  him  the 
champion  of  champions.  Call  him  the 
pride  of  Bengal-town."  It  still  has  the 
ring  of  truth.* 


though  there  is  no  denying  that  he  is. 
Big  in  size,  big  in  heart,  big  in  spirit. 

It  is  also  big  because  it  will  be  diffi- 
cult for  anyone  to  fill  the  shoes  of  this 
man  who  has  given  his  city  of  Woon- 
socket  and  his  State  of  Rhode  Island 
36  years  of  dedicated,  talented  and 
highly  professional  service. 

On  February  19,  1951,  Ray  was 
sworn  in  as  a  patrolman  in  Woon- 
socket.  He  advanced  through  the 
ranks,  becoming  captain  and  head  of 
the  detective  division  in  1960  and  be- 
coming detective  commander  in  1974. 

Throughout  his  years  on  the  Woon- 
socket  force  Ray  was  a  larger  than  life 
figure.  He  was  always  on  the  scene, 
always  the  leader  who  took  charge  in 
times  of  chaos  with  the  levelheaded 
and  commonsense  approach  that 
always  characterized  his  police  work. 

He  was  a  hard-nosed,  fearless  inves- 
tigator, determined  to  uncover  and 
wipe  out  dishonesty  and  corruption, 
no  matter  where  he  found  it. 

Ray  was,  at  the  same  time,  a  gentle 
person  whose  big  hand  was  often  ex- 
tended in  consolation  and  comfort  to 
those  who  had  suffered  personal  sad- 
ness or  hurt.  And  he  always  dealt  with 
children  in  the  kind,  understanding 
manner  of  a  father. 

As  you  can  see.  Mr.  President,  I 
think  very  highly  of  Ray  Tempest  and 
I  am  sure  that  these  same  exemplary 
qualities  which  so  impress  me  led  my 
friend,  the  former  Governor  of  Rhode 
Island,  J.  Joseph  Garrahy,  to  select 
Ray  in  1977,  to  be  the  high  sheriff  of 
Providence  County. 

In  the  years  since  Ray  has  filled 
that  important  position  with  distinc- 
tion. And  after  such  a  vigorous  and 
distinguished  career  he  has  earned  the 
relaxation  that  retirement  will  bring. 

I  wish  Ray  and  his  wonderful  wife 
Maggie  peace  and  good  health  in  the 
years  ahead.* 


RAYMOND  D.  TEMPEST,  HIGH 
SHERIFF 

•  Mr.  PELL.  Mr.  President,  there  will 
soon  be  a  big  void  in  the  law  enforce- 
ment establishment  of  my  own  State 
of  Rhode  Island  because  Raymond  D. 
Tempest,  high  sheriff  of  Providence 
County,  is  about  to  retire. 

I  call  the  void    "big,"  not  only  be- 
cause  Ray   Tempest    is   a   big   man. 


GRAMM-RUDMAN-HOLLINGS 

•  Mr.  MOYNIHAN.  Mr.  President.  I 
rise  today  to  discuss  once  more  the  re- 
liance on  economic  forecasting  re- 
quired by  the  Gramm-Rudman-Hol- 
lings  law. 

On  November  6,  1985,  the  day  the 
Senate  voted  74  to  24  in  favor  of  the 
Gramm-Rudman-HoUings  amendment, 
I  warned  that  the  proposition: 
.  .  .  assumes  we  know  what  we're  talking 
about,  that  we  can  predict  when  a  recession 
is  coming.  We  can't,  and  neither,  in  this 
matter,  can  anyone  else. .  .  . 

Economists  do  not  know  the  future— they 
study,  and  barely  know,  the  past.  This  is 
really  an  adventure  in  mad  scientism.  pre- 
tending to  know  what  cannot  be  known. 

The  Congressional  Research  Service 
recently  published  a  report  that  sup- 
ports my  analysis.  CRS  Report  86- 
829S— "Implications  of  Uncertainty  in 
Economic  Forecasting  under  Gramm- 
Rudman-HoUings:  Options  for  Con- 
gressional Response"— contains  infor- 
mation that  should  have  been  under- 


stood before  the  Gramm-Rudman-Hol- 
lings  amendment  ever  reached  the 
Senate  floor. 

On  page  vii  of  the  summary  of  the 
report,  we  leam  that: 

The  average  deviations  of  OMB's  and 
CBO's  February  economic  forecasts  from 
their  subsequent  outcomes,  if  repeated 
today,  would  result  in  deficit  forecasts  for 
the  coming  fiscal  year  that  miss  their  mark 
by  an  average  of  more  than  $30  billion. 
Three-quarters  of  the  forecasts  by  both 
agencies  worked  toward  underestimating 
deficits  by  amounts  averaging  more  than 
$35  billion;  the  remaining  forecasts  tended 
to  overstate  the  deficits  by  an  average  of 
$15  to  $20  billion. 

The  law  requires  that  OMB  and 
CBO  make  guesses  about  economic 
performance  for  the  next  fiscal  year, 
and  that  Congress  act  on  those  guesses 
to  meet  specific  deficit  targets.  We 
cannot  say  for  sure  whether  or  not  we 
have  actually  met  those  targets  until 
after  the  fiscal  year  has  ended.  Only 
then  do  we  know  how  the  economy 
performed,  how  much  the  Treasury 
collected  in  revenues,  and  how  much 
we  spent. 

Table  6  of  the  CRS  report  shows  the 
average  errors  in  CBO's  and  OMB's 
calendar  year  economic  assumptions. 

The  average  CBO  forecast  for  real 
GNP  growth  has  been  off  by  1  per- 
centage point.  OMB  has  missed  the 
mark  by  1.2  percentage  points.  If  CBO 
and  OMB  agreed  that  real  growth 
were  to  be  3  percent  in  a  given  year, 
the  data  indicate  that  based  on  past 
averages,  economic  growth  may  be  2 
percent.  3  percent,  or  4  percent.  An 
error  of  1  percentage  point  is  a  33  per- 
cent error. 

On  July  22,  the  Commerce  Depart- 
ment estimated  that  second  quarter 
growth  was  1.1  percent.  One  month 
later,  on  August  19,  that  estimate  was 
revised  downward  to  0.6  percent.  Our 
best  estimate  of  economic  growth 
dropped  by  one-half  in  a  month's  time. 

None  of  which  is  to  disparage  econo- 
mists. Theirs  is  a  noble  profession,  but 
not  a  perfect  science.  Things  happen 
that  cannot  be  forecast— at  least  not 
with  the  accuracy  required  by  Gramm- 
Rudman-Hollings. 

Congress  continues  to  armounce  that 
we  will  meet  the  deficit  targets  for 
fiscal  year  1987  and  beyond.  We  do  not 
really  know  that.  Too  much  depends 
on  what  GNP  growth  turns  out  to  be, 
what  interest  rates  are,  and  how  much 
unemployment  there  is. 

Under  such  circimistances,  we  ought 
not  continue  the  practice  of  announc- 
ing that  we  have  met  a  specific  deficit 
target.  To  do  so  is  to  assume  we  have  a 
predictive  capacity  that  the  data 
shows  we  do  not,  in  fact,  possess. 

The  tables  follow: 
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TABLE  6.  AVERAGE  ERRORS  IN  CBO's  AND  OMB's 
CALENDAR-YEAR  ECONOMICS  ASSUMPTIONS 
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DR.  RICHARD  ROSSER,  OUTGO- 
ING PRESIDENT  OF  DePAUW 
UNIVERSITY 

•  Mr.  QUAYLE.  Mr.  President,  at  the 
beginning  of  this  year,  Dr.  Richard 
Rosser.  president  of  DePauw  Universi- 
ty, announced  his  retirement  from  the 
position  he  then  held.  It  is  with  regret 
that  I  bring  to  the  attention  of  my  col- 
leagues his  decision  to  retire  from 
DePauw  University  and  with  apprecia- 


tion that  I  commend  him  for  his  suc- 
cessful tenure  as  president  and  faculty 
member  at  DePauw. 

I  would  like  to  commend  Dr.  Rosser 
for  his  long-standing  commitment,  in- 
tegrity, and  dedication  to  the  highest 
standards  of  professional  competence 
during  his  years  of  service  to  the  uni- 
versity. As  a  member  of  the  DePauw 
academic  community,  he  has  consist- 
ently displayed  effective  leadership 
and  succeeded  in  creating  an  educa- 
tion climate  to  support  his  goals. 

Under  the  administration  of  Dr. 
Rosser,  DePauw  University  has  em- 
barked on  a  fundraising  sesquicenten- 
nial  campaign  for  the  development  of 
its  endowment  fund,  a  campaign  that 
has  met  with  unprecedented  success, 
far  exceeding  its  original  monetary 
goal.  The  campaign  will  continue  until 
June  1987  at  which  time  Dr.  Rosser 
will  retire. 

Dr.  Rosser  has  an  outstanding  pro- 
fessional background  which  includes 
his  present  employment  as  chancellor 
and  outgoing  president  of  DePauw 
University,  dean  of  faculty  and  profes- 
sor of  political  science  at  Albion  Col- 
lege in  Michigan,  permanent  professor 
and  head  of  the  department  of  politi- 
cal science  at  the  U.S.  Air  Force  Acad- 
emy in  Colorado,  and  as  an  officer  in 
the  U.S.  Air  Force  intelligence  organi- 
zations as  specialist  in  Soviet  studies 
and  Russian  linguist. 

His  professional  expertise  is  well  at- 
tested to  by  his  continued  visible  lead- 
ership in  the  academic  community  and 
various  educational  organizations. 
These  include  his  involvement  with 
the  American  Association  of  Universi- 
ty Professors,  the  American  Political 
Science  Association,  Associated  Col- 
leges of  Indiana  and  the  Independent 
Colleges  and  Universities  of  Indiana. 

As  an  alumnus  of  DePauw  Universi- 
ty and  on  behalf  of  the  DePauw  com- 
munity, I  extend  to  Dr.  Rosser  my 
deep  appreciation  for  the  invaluable 
services  he  has  provided  and  best 
wishes  for  continued  success  in  what- 
ever he  may  endeavor.* 


MEASURE  HELD  AT  THE  DESK- 
H.R.  2574 

Mr.  BROYHILL.  \  would  like  to  ask 
the  minority  leader  if  he  is  ready  to 
proceed  with  unanimous  consent  with 
respect  to  H.R.  2574. 

Mr.  BYRD.  Mr.  President,  reserving 
the  right  to  object,  that  matter  is 
cleared  on  this  side;  however,  only  if 
we  go  into  morning  business  so  that 
the  time  will  not  be  running  against 
the  bill. 

Mr.  BROYHILL.  I  would  ask  that 
we  proceed  as  if  we  are  in  morning 
business. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  BYRD.  So  the  time  will  no 
longer  be  rurming  against  the  reconcil- 
iation measure? 


The  PRESIDING  OFFICER.  The 
reconciliation  bill  will  be  temporarily 
laid  aside. 

Mr.  BYRD.  I  thank  the  Chair  and  I 
thank  the  Senator. 

Mr.  BROYHILL.  I  ask  unanimous 
consent  that  once  the  Senate  receives 
from  the  House  H.R.  2574,  a  bill  for 
the  private  relief  of  the  survivors  of 
Christopher  Eney,  it  be  held  at  the 
desk  pending  further  disposition. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Hearing  none,  it  is  so 
ordered. 


CORRECTION  OF  ENROLLMENT- 
COLORADO  RIVER  PLOODWAY 
PROTECTION  ACT 

Mr.  ABDNOR.  Mr.  President,  yester- 
day, the  Senate  passed  H.R.  1246,  the 
Colorado  River  Floodway  Protection 
Act. 

It  has  come  to  my  attention  that  the 
Senate  amendment  to  H.R.  1246  con- 
tained an  incorrect  reference  to  a  sec- 
tion of  public  law.  This  mistaken  ref- 
erence renders  obscure  a  provision  of 
the  bill  requiring  the  Secretary  of  the 
Interior  to  publish  notice  of  certain  of 
his  activities  pursuant  to  the  bills  pro- 
visions. 

I  therefore  ask  unanimous  consent 
that  the  enrolling  clerk  be  instructed 
to  correct  subsection  14(c)  of  the 
amendment  of  the  Senate  to  the  bill 
H.R.  1246  to  read  as  follows: 

(c)  The  Secretary  shall  publish  notice  on 
three  successive  occasions  in  newspapers  of 
general  circulation  in  communities  affected 
by  the  provisions  of  Section  1322  of  Public 
Law  90-448,  (82  Stat.  572),  as  amended  by 
this  Act. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  amended. 


TRANSFER  OF  CERTAIN  PUBLIC 
LANDS 

Mr.  BROYHILL.  Mr.  President,  I 
ask  that  the  Chair  lay  before  the 
Senate  a  message  from  the  House  of 
Representatives  on  S.  1963. 

The  PRESIDING  OFFICER  laid 
before  the  Senate  the  following  mes- 
sage from  the  House  of  Representa- 
tives: 

Resolved.  That  the  bill  from  the  Senate 
(S.  1963)  entitled  "An  Act  to  direct  the  Sec- 
retary of  the  Interior  to  convey  certain  in- 
terests in  lands  in  Sorocco  County,  New 
Mexico,  to  the  New  Mexico  Institute  of 
Mining  and  Technology",  do  pass  with  the 
following  amendment: 

Strike  out  all  after  the  enacting  clause 
and  insert: 

SECTION  1.  TRANSFER  OF  LANDS. 

(a)  Conveyance.— Subject  to  valid  existing 
rights  and  except  as  provided  in  section  3, 
the  Secretary  of  the  Interior  (hereafter  in 
this  Act  referred  to  as  the  "Secretary")  is 
authorized  and  directed  to  convey  to  the 
New  Mexico  Institute  of  Mining  and  Tech- 
nology (hereafter  in  this  Act  referred  to  as 
the  "Institute"),  Socorro,  New  Mexico,  at 
fair  market  value,  as  determined  by  the  Sec- 
retary, all  right,  title,  and  interest  of  the 
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United  States  in  and  to  the  public  lands  ag- 
gregating approximately  8,501.55  acres  in 
Socorro  County,  New  Mexico,  as  generally 
depicted  on  a  map  entitled  "New  Mexico  In- 
stitute of  Mining  and  Technology  Land 
Transfer,  Socorro,  New  Mexico"  dated  1985, 
to  be  used  for  research  and  education. 

(b)  Survey.— The  conveyance  required  by 
subsection  (a)  shall  occur  only  after  the  In- 
stitute performs  and  provides  to  the  Secre- 
tary a  survey  of  the  archeological  resources 
of  the  area  which  identifies  the  mitigation 
measures,  if  any,  that  the  Institute,  in  co- 
ordination with  the  State  of  New  Mexico 
Historic  Preservation  Office,  will  implement 
following  the  conveyance  and  shall  be  con- 
ditioned on  the  implementation  of  such 
mitigation  measures. 

SECTION  2.  MAPS  AND  DESCRIPTION  OF  LANDS. 

As  soon  as  practicable  after  the  enactment 
of  this  Act,  the  Secretary  shall  submit  a 
map  and  legal  description  of  the  public 
lands  designated  in  the  first  section  of  this 
Act  to  the  Committee  on  Energy  and  Natu- 
ral Resources  of  the  Senate  and  the  Com- 
mittee on  Interior  and  Insular  Affairs  of  the 
House  of  Representatives.  Such  map  and 
legal  description  shall  have  the  same  force 
and  effect  as  if  included  in  this  Act,  except 
that  any  clerical  or  typographical  errors  in 
such  map  or  legal  description  may  be  cor- 
rected. The  Secretary  shall  place  such  map 
and  legal  description  on  file,  and  make  them 
available  for  public  inspection,  in  the  Office 
of  the  Director,  New  Mexico  State  Office, 
Bureau  of  Land  Management,  Santa  Fe, 
New  Mexico. 

SECTION  3.  RESERVATION  OF  RIGHTS. 

There  are  reserved  to  the  United  States 
all  minerals  that  may  be  found  in  the  lands 
described  in  the  first  section:  Provided,  how- 
ever. That  such  lands,  except  for  valid  exist- 
ing rights,  shall  not  be  available  for  location 
and  patent  under  the  U.S.  Mining  law.  Act 
of  May  10,  1872.  17  Stat.  91,  30  U.S.C.  22,  28, 
28b. 

Mr.  BROYHILL.  I  move  that  the 
Senate  concur  in  the  House  amend- 
ment, Mr.  President. 

The  motion  was  agreed  to. 

Mr.  BROYHILL.  I  move  to  reconsid- 
er the  vote  by  which  the  motion  was 
agreed  to. 

Mr.  BYRD.  Mr.  President.  I  move  to 
lay  the  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


to  extend  beyond  9:30  a.m.  with  Sena- 
tors permitted  to  speak  therein  for  not 
more  than  5  minutes  each. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
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ORDER  FOR  RECESS  UNTIL  9:00 
A.M.  TOMORROW 

Mr.  BROYHILL.  Mr.  President,  I 
ask  unanimous  consent  that  when  the 
Senate  completes  its  business  today,  it 
stand  in  recess  until  9  a.m.  on  Thurs- 
day. September  18.  1986. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ORDER  FOR  ROUTINE  MORNING 
BUSINESS  TOMORROW 
Mr.  BROYHILL.  Mr.  President.  I 
ask  unanimous  consent  that  following 
the  recognition  of  the  two  leaders 
under  the  standing  order  on  tomor- 
row, there  be  a  period  for  the  transac- 
tion of  routine  morning  business,  not 


JOINT  MEETING  OF  THE  TWO 
HOUSES-ORDER  FOR  RECESS 

Mr.  BROYHILL.  Mr.  President,  at 
9:30  a.m.  tomorrow,  Senators  are 
asked  to  assemble  in  the  Senate 
Chamber,  to  proceed  in  a  body  to  the 
Hall  of  the  House  of  Representatives, 
to  hear  an  address  by  President 
Aquino. 

I  ask  unanimous  consent  that  the 
Senate  stand  in  recess  between  9:30 
a.m.  and  10:30  a.m.  for  the  joint  meet- 
ing. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


PROGRAM 

Mr.  BROYHILL.  Mr.  President,  at 
10:30  a.m.  tomorrow,  the  Senate  will 
resume  consideration  of  the  reconcilia- 
tion bill,  under  a  statutory  time  limita- 
tion of  20  hours. 

Votes  can  be  expected  throughout 
Thursday's  session,  and  a  late-night 
session  is  anticipated  in  order  to  make 
progress  on  the  reconciliation  bill. 


MAINE  CENTRAL  RAILROAD 
COMPANY  AND  PORTLAND 
TERMINAL  COMPANY  LABOR- 
MANAGEMENT  DISPUTE 

Mr.  BYRD.  Mr.  President,  at  the 
desk,  and  pursuant  to  an  order  of  yes- 
terday, is  Senate  Joint  Resolution  415. 
which  has  been  read  the  second  time. 

I  ask  unanimous  consent— this  has 
been  cleared  on  the  other  side— that 
this  resolution.  Senate  Joint  Resolu- 
tion 415,  by  Mr.  Mitchell,  relating  to 
a  settlement  to  the  Maine  Central 
Railroad  Co.  and  Portland  Terminal 
Co.  labor-management  dispute,  be 
taken  up  and  that  the  Senate  proceed 
to  its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
joint  resolution  will  be  stated  by  title. 

The  assistant  legislative  clerk  read 
as  follows: 

A  joint  resolution  (S.J.  Res.  415)  to'  pro- 
vide for  a  settlement  to  the  Maine  Central 
Railroad  Company  and  Portland  Terminal 
Company  labor-management  dispute. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  present  consid- 
eration of  the  joint  resolution. 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill. 

Mr.  MITCHELL.  Mr.  President,  yes- 
terday. I  joined  with  Senator  Cohen  in 
introducing  legislation.  Senate  Joint 
Resolution  415,  to  bring  about  a  settle- 
ment of  the  longstanding  labor  dis- 
pute on  the  Maine  Central  Railroad. 

I  ask  unanimous  consent  that  Sena- 
tors Kennedy.  Weicker,  and  Burdick 
be  added  as  cosponsors  of  the  resolu- 


tion—which seeks  to  enact  the  recom- 
mendations of  Presidential  Emergency 
Board  No.  209. 

The  Emergency  Board  recommenda- 
tions are  reasonable  and  well  balanced. 
They  represent  a  rational  solution  to 
an  impasse  between  labor  and  manage- 
ment, and  a  rational  response  by  Con- 
gress to  protect  interstate  commerce 
by  averting  a  terrible  national  rail 
shutdown. 

The  congressionally  extended  cool- 
ing off  period  in  the  dispute  expires  at 
midnight  tonight.  On  Friday,  the  rail- 
road has  pledged  to  imilaterally 
impose  terms  which  would  trigger  a 
national  railroad  strike. 

To  prevent  a  national  railroad  strike, 
I  urge  the  Senate  to  adopt  the  resolu- 
tion, and  hope  the  House  of  Repre- 
sentatives also  will  move  swiftly  to 
adopt  it  and  send  it  to  President 
Reagan  for  signature. 

The  PRESIDING  OFFICER.  The 
joint  resolution  is  open  to  amendment. 
If  there  be  no  amendment,  the  ques- 
tion is  on  the  engrossment  and  third 
reading  of  the  joint  resolution. 

The  joint  resolution  was  ordered  to 
be  engrossed  for  a  third  reading,  was 
read  the  third  time,  and  passed. 
The  preamble  was  agreed  to. 
The  joint  resolution,  with  its  pream- 
ble, reads  as  follows: 

S.J.  Res.  415 
Whereas  the  labor  dispute  between  the 
common  rail  carriers.  Maine  Central  Rail- 
road Company  and  Portland  Terminal  Com- 
pany, and  certain  of  the  employees  of  such 
carriers  represented  by  the  Brotherhood  of 
Maintenance  of  Way  Employees  threatens 
essential  transportation  services  of  the 
Nation; 

Whereas  it  is  essential  to  the  national  in- 
terest, including  the  national  health  and  de- 
fense, that  essential  transportation  services 
be  maintained; 

Whereas  the  Congress  finds  that  emergen- 
cy measures  are  essential  to  security  and 
continuity  of  transportation  services  by 
such  carriers; 

Whereas  the  President  by  Executive 
Order  Numbered  12557  of  May  26,  1986. 
pursuant  to  the  provisions  of  section  10  of 
the  Railway  Labor  Act  (45  U.S.C.  160),  cre- 
ated a  Presidential  Emergency  Board  to  In- 
vestigate the  dispute  and  report  findings; 

Whereas  the  recommendations  of  Presi- 
dential Emergency  Board  Numbered  209  for 
settlement  of  such  dispute  have  not  yet  re- 
sulted in  a  settlement; 

Whereas  the  extension  of  the  provisions 
of  section  10  of  the  Railway  Labor  Act  (45 
U.S.C.  160)  for  an  additional  60-day  period 
to  such  dispute  provided  by  the  joint  resolu- 
tion entitled:  "Joint  resolution  to  provide 
for  a  temporary  prohibition  of  strikes  or 
lockouts  with  respect  to  the  Maine  Central 
Railroad  Company  and  the  Portland  Termi- 
nal Company  labor-management  dispute", 
approved  August  21.  1986  (Public  Law  99- 
385),  has  not  yet  resulted  in  a  settlement  of 
such  dispute; 

Whereas  the  advisory  board  established 
pursuant  to  section  2  of  such  joint  resolu- 
tion recommended  that  in  the  event  that 
the  parties  to  the  dispute  were  unable  to 
reach  agreement  on  the  dispute  before  Sep- 
tember 13,  1986,  the  Congress  should  enact 


23842 


CONGRESSIONAL  RECORD— SENATE 


19  86 


legislation  directing  the  parties  to  accept 
and  apply  the  recommendations  of  Emer- 
gency Board  Numbered  209,  and  if  such  par- 
ties are  unable  to  agree  as  to  all  necessary 
details  in  applying  the  recommendations  of 
such  Emergency  Board,  all  such  unsettled 
issues  should  be  submitted  to  final  and  bind- 
ing arbitration; 

Whereas  all  the  procedures  for  resolving 
such  dispute  provided  for  in  the  Railway 
Labor  Act  have  been  exhausted  and  have 
not  yet  resulted  in  settlement  of  the  dis- 
pute: 

Whereas  the  Congress,  under  the  Com- 
merce Clause  of  the  Constitution,  has  the 
authority  and  responsibility  to  ensure  the 
uninterrupted  operation  of  essential  trans- 
portation services;  and 

Whereas  the  Congress  in  the  past  has  en- 
acted legislation  for  such  purposes:  Now, 
therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  (a)  the  follow- 
ing conditions  shall  apply  to  the  dispute  re- 
ferred to  in  Executive  Order  Numbered 
12557  of  May  16,  1986,  between  the  common 
rail  carriers,  Maine  Central  Railroad  Com- 
pany and  Portland  Terminal  Company 
(hereafter  in  this  resolution  referred  to  as 
the  "carriers")  and  the  employees  of  such 
carriers  represented  by  the  Brotherhood  of 
Maintenance  of  Way  Employees. 

(1)  The  parties  to  such  dispute  shall  take 
all  necessary  steps  to  restore  or  preserve  the 


conditions  out  of  which  such  dispute  arose 
as  such  conditions  existed  before  12:01  ante 
meridiem  of  March  3,  1986,  except  as  pro- 
vided in  paragraphs  (2)  through  (4). 

(2)  The  report  and  recommendations  of 
Presidential  Emergency  Board  Numbered 
209  shall  be  binding  on  the  parties  and  shall 
have  the  same  effect  as  though  arrived  at 
by  agreement  of  the  parties  under  the  Rail- 
way Labor  Act  (45  U.S.C.  151  et  seq.),  except 
that  nothing  in  this  joint  resolution  shall 
prevent  a  mutual  written  agreement  by  the 
parties  to  any  terms  and  conditions  differ- 
ent from  those  established  by  this  joint  res- 
olution. 

(3)(A)  If  there  are  unresolved  implement- 
ing issues  remaining  with  respect  to  the 
report  and  recommendations  or  agreement 
under  paragraph  (2)  after  ten  days  after  the 
date  of  the  enactment  of  this  joint  resolu- 
tion, the  parties  to  the  dispute  shall  enter 
into  binding  arbitration  to  provide  for  a  res- 
olution of  such  issues. 

(B)  The  National  Mediation  Board  estab- 
lished by  section  4  of  the  Railway  Labor  Act 
(45  U.S.C.  154)  shall  appoint  an  arbitrator 
to  resolve  the  issues  described  in  subpara- 
graph (A).  Except  as  provided  in  this  joint 
resolution,  such  arbitration  shall  be  con- 
ducted as  if  it  were  under  section  7  of  such 
Act,  and  any  award  of  such  arbitration  shall 
be  enforceable  as  if  under  section  9  of  such 
Act. 

(b)  Within  thirty  days  after  the  date  of 
the  enactment  of  this  joint  resolution,  the 
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binding  arbitration  entered  into  pursuant  to 
paragraph  (3)  shall  be  completed. 

Mr.  BYRD,  Mr.  President.  I  move  to 
reconsider  the  vote  by  which  the  joint 
resolution  was  passed. 

Mr.  BROYHILL.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


RECESS  UNTIL  9  A.M. 
TOMORROW 

Mr.  BROYHILL.  Mr.  President.  I 
move  that  the  Senate  stand  in  recess 
until  9  a.m.  on  tomorrow. 

The  motion  was  agreed  to,  and  at 
10:53  p.m..  the  Senate  recessed,  to  re- 
convene on  Thursday,  September  18, 
1986.  at  9  a.m. 


CONFIRMATIONS 
Executive  nominations  confirmed  by 
the  Senate  September  17,  1986: 
The  Judiciary 
William  H.  Rehnquist,  of  Virginia,  to  be 
Chief  Justice  of  the  United  States. 

Antonin  Scalia,  of  Virginia,  to  be  an  Asso- 
ciate Justice  of  the  Supreme  Court  of  the 
United  States. 
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ART  ROWE  HONORED  ON 
OCTOBER  2.  1986 
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truly  deserves  and  qualifies  for  this  special 
award. 


HON.  JERRY  LEWIS 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 
Mr.  LEWIS  Of  California.  Mr.  Speaker,  it 
gives  me  great  pleasure  to  have  this  opportu- 
nity to  recognize  a  truly  remarkable  citizen  of 
the  35th  District  of  California,  Mr.  Art  Rowe. 
Mr.  Rowe  will  be  honored  as  the  Special  Dairy 
Award  winner  by  the  Chino  Valley  Chamber  of 
Commerce  at  the  11th  annual  dairy  awards 
dinner  on  October  2  of  this  year. 

Mr.  Rowe  has  devoted  much  of  his  life  to 
the  dairy  business.  Born  in  Oregon,  Wl,  he 
was  raised  on  a  dairy  and  livestock  farm.  He 
worked  on  this  family  farm  until  1949,  when 
he  went  to  work  for  Dane  Company  Wisconsin 
D.H.I.A.,  where  he  spent  a  great  deal  of  time 
doing  herd  improvement  registry,  advance  reg- 
istry testing,  and  check  testing.  When  he 
moved  to  California  in  1952.  he  continued  the 
family  tradition  in  the  dairy  business  and 
worked  as  a  milker,  herdsman,  artificial  in- 
seminator,  and  manager  for  Roger  Jessup 
Farms. 

Mr.  Rowe  went  on  to  become  a  successful 
businessman,  starting  first  with  an  insurance 
company.  In  1956  he  married  his  wife  Betty, 
and  in  1959  he  started  with  Security  Pacific 
National  Bank. 

Although  Art  Rowe's  responsibilities  with  his 
work  are  extensive,  he  has  always  actively 
contributed  to  his  community.  He  was  Chino 
Chamber  of  Commerce  director,  treasurer, 
and  president.  He  was  a  member  of  the  Lions 
Club  and  has  been  a  member  of  the  Chino 
Rotary  Club  for  the  last  2  years,  where  he 
ably  served  on  the  International  Livestock 
Committee  and  contributed  toward  the  send- 
ing of  animals  to  foreign  countries  through 
Heifer  Project  International. 

Service  to  his  community  and  a  strong  inter- 
est in  agriculture  continued  as  evidenced  in 
his  membership  and  presidency  on  the  fair 
board  for  a  number  of  years.  During  this  time 
he  was  instrumental  in  raising  funds  to  build 
the  new  barn,  Brinderson  Hall,  and  many 
other  improvements  now  evident.  Indeed,  the 
success  of  the  yearly  barbecue  depends  on 
his  diligent  superoision  at  the  fairgrounds,  put- 
ting in  long  hours  for  many  days  and  week- 
ends before  and  after  the  annual  Junior  Fair. 
Art  Rowe  has  always  been  a  good  friend 
and  neighbor,  lending  a  helping  hand  when 
needed,  going  that  extra  mile  for  his  family, 
friends,  and  community. 

Mr.  Speaker,  I  ask  that  you  join  me  in  salut- 
ing Mr.  Art  Rowe.  I  am  proud  to  recognize 
such  a  fine  citizen.  He  serves  as  an  outstand- 
ing example  to  us  all  as  a  man  who  has 
always  considered  another's  needs  before  his 
own,  placing  service  above  self.  Art  Rowe 


A  TRIBUTE  TO  JERRY  LAMOTHE 

HON.  MERVYN  M.  DYMALLY 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 
Mr.  DYMALLY.  Mr.  Speaker,  recently  I  had 
the  welcome  opportunity  to  participate  in  the 
third  annual  educational  seminar  of  UAW 
Local  887,  which  represents  aerospace  work- 
ers in  my  congressional  district.  This  year's 
seminar  was  dedicated  to  a  dear  friend  and 
coworker  of  mine,  Jerry  Lamothe,  who  passed 
away  in  July.  I  want  to  take  a  moment  to  re- 
flect on  Jerry's  life  for  my  colleagues  because 
the  example  he  gave  us  of  dedication  to  the 
needs  of  working  men  and  women  is  worthy 
of  both  admiration  and  emulation. 

At  the  time  of  his  passing,  Jerry  had  been  a 
union  man  for  32  years,  having  joined  the 
UAW  in  1954  when  he  was  employed  by  the 
Chrysler  Corp.,  at  a  plant  it  once  had  in  May- 
wood.  He  came  to  prominence  in  1960  when 
he  led  a  wildcat  strike  at  that  plant.  That  self- 
less act— it  lost  him  his  job— is  typical  of  the 
single-minded  devotion  Jerry  always  had  to 
the  rights  of  workers  in  the  workplace.  He  was 
for  the  workers,  even  when  his  efforts  were 
not  clearly  advantageous  to  himself. 

Maywood's  loss  was  our  gain,  because 
Jerry  landed  a  job  at  Rockwell  International's 
Autonetics  facility.  It  was  there  that  he  joined 
UAW  Local  887  and  began  a  career  of  un- 
stinting service  to  his  fellow  workers.  Over  the 
years  he  moved  through  the  ranks  of  the 
union.  He  served  at  various  times  as  secre- 
tary, treasurer,  and  chairman  of  unit  6.  He 
chaired  the  civil  rights  committee  as  well  as 
the  educational  committee.  He  was  a  joint 
council  delegate,  and,  eventually,  a  member 
of  the  executive  board.  In  his  spare  time  he 
was  editor  of  the  local  union  publication,  the 
Propeller. 

His  dynamism  earned  him  international  rec- 
ognition, and  in  1973  he  was  appointed  chair- 
man of  the  UAW  Region  Six  Educational 
Committee.  For  10  years  he  served  with  dis- 
tinction. And  in  1983  he  was  appointed  to  the 
International  UAW  CAP  Department. 

Jerry  was  not  orje  to  let  any  grass  grow 
under  his  feet.  In  addition  to  his  very  active 
service  to  the  union,  Jerry  served  as  adminis- 
trative assistant  to  Hon.  Jesse  Unruh  when 
Mr.  Unruh  was  California  speaker,  i  came  to 
know  Jerry  well  during  those  years,  and  when 
he  completed  his  service  with  Jesse,  he  came 
to  work  for  me  as  a  field  representative  for  my 
State  senate  office.  Jerry  was  a  formidable  or- 
ganizer. His  get-out-the-vote  program  led  to 
the  largest  election-day  voter  turnout  in  south- 
ern California's  history,  an  astounding  81.6 
percent.  I  feel  a  great  loss  at  Jerry's  passing. 


The  thought  that  he  was  only  days  away  from 
retirement  when  he  was  taken  from  us  makes 
the  loss  deeper.  I  am  comforted,  as  I  think  are 
his  wife  Carole  and  children  Dwaine  and 
Denise,  that  Jeny  was  active  and  vigorous  to 
the  very  last.  May  we  all  live  life  as  fully  as  he 
did. 


A  MORE  IMPORTANT  WORLD 
ISSUE? 


HON.  BOB  McEWEN 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  McEWEN.  Mr.  Speaker,  this  afternoon 
an  American  journalist— Nicholas  Daniloff— is 
still  being  held  hostage  by  the  Soviet  Union. 
They've  stopped  torturing  him  and  for  that  I'm 
thankful,  but  he  is  still  a  hostage  nonetheless. 

State-sponsored  hostage-taking  is  nothing 
more  than  terrorism.  I  think  most  of  us  here 
recognize  that. 

That's  why  I  was  so  distressed  to  hear  the 
words  this  weekend  of  Deputy  Secretary  of 
State,  John  C.  Whitehead,  on  "Face  the 
Nation."  Mr.  Whitehead  said,  "If  they  refuse  to 
set  him  free,  the  worid  must  go  on.  This  is  an 
important  issue,  but,  of  course,  it's  not  the 
only  issue.  •  •  *" 

Mr.  Whitehead,  if  there  is  a  more  important 
issue  than  the  threat  this  act  poses  to  all 
Americans  working  abroad,  then  I  want  to 
know  what  it  is. 

If  a  worid  power,  engaging  in  ten-orist  activi- 
ties against  our  countrymen  is  not  the  most 
important  issue  facing  America  today,  then  Mr. 
Whitehead,  I  want  to  know  what  issues  are 
more  important  to  you? 

And  finally,  Mr.  Speaker,  whert  should  we 
look  for  the  protection  of  American  lives,  if  we 
can't  even  depend  on  our  own  Department  of 
State? 


TRIBUTE  TO  THE  LATE  FRANK 
MANNING 


HON.  BARNEY  FRANK 

OF  MASSACHUSETTS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 
Mr.  FRANK.  Mr.  Speaker,  older  people  in 
Massachusetts  suffered  a  tenible  loss  late  last 
month  with  the  death  of  Frank  Manning.  Frank 
was  a  giant:  as  an  advocate,  as  a  strategist, 
as  an  orator,  and  most  importantly,  as  a  moral 
force  on  behalf  of  all  of  those  in  our  society 
who  are  in  need.  Indeed,  while  the  elderiy  in 
Massachusetts  were  the  primary  beneficiaries 
of  his  enormous  energy  and  talent,  all  of  us 
who  live  in  this  country  and  care  about  the 
quality  of  life  for  all  people  suffer  from  his 
death. 


•  This  •bullet-  symbol  identifies  statements  or  insertions  which  are  not  spoken  by  a  Member  of  the  Senate  on  the  floor. 
Matter  set  in  this  typeface  indicates  words  inserted  or  appended,  rather  than  spoken,  by  a  Member  of  the  House  on  the  floor. 
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I  know  of  no  one  over  the  past  15  years 
wtK}  did  more  for  the  cause  of  social  justice  in 
America.  Uke  many  other  elected  and  ap- 
pointed officials  from  Massachusetts  and  else- 
where, I  felt  proud  to  t>e  his  friend  and  en- 
riched by  the  chance  to  work  with  him. 

At  Frank's  funeral,  Mr.  Speaker,  along  with 
Senator  Kennedy,  Governor  Dukakis,  and 
Mayor  Flynn,  Frank's  successor  as  head  of 
the  organization  he  emtxxlied,  the  Massachu- 
setts Association  of  Older  Americans,  paid  el- 
oquent tribute  to  her  predecessor.  I  am  espe- 
cially proud,  Mr.  Speaker,  that  those  who 
worked  so  hard  under  Frank's  leadership  de- 
cided that  Elsie  Frank  was  best  suited  to  carry 
on  his  work,  because  Memt)ers  of  the  House 
do  not  often  get  the  opportunity  to  do  what  I 
am  about  to  do  here,  which  Is  to  ask  unani- 
mous consent  that  there  be  printed  in  the 
Record  at  this  point  the  eulogy  for  Frank 
Manning  delivered  by  my  mother,  the  presi- 
dent 

Elsie  Frank's  Tribute  to  Frank  at  His 
Funeral  Services 

According  to  Frank's  obituary  he  is  sur- 
vived by  his  sister,  Catherine  Renee  Hoxie, 
and  various  nieces  and  nephews. 

Ah— but  this  is  not  altogether  true.  He  is 
also  survived  by  a  child  he  fathered  and 
nurtured,  the  Massachusetts  Association  of 
Older  Americans,  which  under  his  guidance 
and  leadership  became  the  most  influential 
and  respected  elderly  organization  in  the 
Commonwealth  of  Massachusetts.  MAOAs 
accomplishments  on  behalf  of  the  elderly 
are  legendary. 

Two  years  ago.  Prank  became  concerned 
about  his  failing  health  and  how  it  would 
affect  the  future  well-being  of  MAOA.  So  he 
instructed  the  board  of  directors  to  become 
a  stronger  voice  in  management,  resigned  as 
president  and  l)ecame  president  emeritus. 
And  I  was  brought  into  the  fold  so  he  could 
groom  me  to  keep  MAOA  as  a  viable,  effec- 
tive force  in  the  elder  network  when  the 
time  came. 

The  time  is  now.  Taking  Pranks  place  is. 
of  course,  mission  impossible  because  he  was 
one  of  a  kind. 

However,  like  everything  else  he  did  in 
life,  he  was  an  excellent  teacher.  All  of  us  at 
Massachusetts  Association  of  Elder  Ameri- 
cans have  pledged  that  MAOA  shall  contin- 
ue to  t>e  a  living  memorial  to  Prank  J.  Man- 
ning because  MAOA  is  his  bequest  to  poster- 
ity. 

We  promise  you.  Prank,  that  MAOA  will 
continue  to  effectively  advocate  for  the  pro- 
motion of  all  issues  that  impact  on  the  qual- 
ity of  life,  the  sense  of  security,  the  well- 
l>eing  of  older  Americans. 

We  are  hoping  that  we  can  count  on  your 
support  in  keeping  Prank's  MAOA  alive. 


PRESERVE  THE  ABILITY  OF  THE 
UNITED  STATES  TO  ACT  EF- 
FECTIVELY IN  ANGOLA 

HON.  BOB  STUMP 

OF  ARIZONA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  STUMP.  Mr.  Speaker,  the  Angolan  re- 
sistance fighters  of  Jonas  Savimbi's  National 
Unk>n  for  the  Total  Independence  of  Angola 
[UNITA]  fight  against  the  forces  of  the  Com- 
munist government  and  the  approximately 
35,000  Cuban  troops  in  Angola.  The  govern- 
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ing  Marxist-Leninist  regime  in  Angola  seized 
power  in  1975  in  breach  of  an  agreement 
among  Angolan  nationalist  groups  for  an  inter- 
im governing  arrangement  leading  to  free 
electkjns.  The  UNITA  nationalists  have  contin- 
ued since  that  time  to  resist  the  Communist 
government. 

For  an  entire  decade  UNITA  fought  without 
U.S.  aid  tiecause  the  recently  repealed  Clark 
amendment  prohibited  such  aid.  Now  that 
Congress  has  removed  the  Clark  amendment 
restriction  on  providing  such  aid,  the  Demo- 
crats of  the  House  Intelligence  Committee 
have  moved  to  impose  a  new  form  of  Clark 
amendment  with  section  107  of  the  intelli- 
gence authorization  bill  for  fiscal  year  1987 
(H.R.  4759).  The  UNITA  fighters  desen/e 
American  support,  but  they  could  not  receive 
it  under  the  liberal  Democrats'  bill. 

Section  107  of  intelligence  committee  chair- 
man Lee  Hamilton's  bill  prohibits  covert  aid 
to  the  Angolan  resistance  forces.  The  Demo- 
crats on  the  House  Intelligence  Committee 
seek  with  the  Angolan  resistance  prohibition 
to  derail  the  President's  plans  for  meeting  the 
Communist  challenge  in  Angola.  The  Con- 
gress must  defeat  the  Democrats'  dangerous 
effort  to  establish  a  country-specific  restraint 
on  the  President's  ability  to  protect  U.S.  inter- 
ests through  effective  aid  to  the  forces  of 
freedom. 

Under  the  Hamilton  legislation,  the  Presi- 
dent could  provide  aid  to  UNITA  only  if  he  an- 
nounced to  the  worid  his  intention  to  do  so 
and  the  Congress  after  public  debate  passed 
a  joint  resolution  approving  such  aid.  Thus, 
the  legislation  prohibits  covert  aid,  and  allows 
overt  aid  only  If  Congress  passes  a  special 
law  approving  it.  The  President  of  the  United 
States  cannot  protect  and  advance  American 
interests  if  the  Congress  so  shackles  his  con- 
duct of  foreign  policy. 

The  Republicans  in  the  House  will  offer  an 
amendment  to  eliminate  the  Angolan  resist- 
ance prohibition  from  the  legislation.  The 
issue  is  clear.  A  vote  in  favor  of  the  Republi- 
can amendment  to  eliminate  the  Angola  prohi- 
bition is  a  vote  for  potential  effective  opposi- 
tion to  the  Communist  regime  in  Angola.  A 
vote  against  the  amendment  is  a  vote  which 
will  help  the  Communist  regime  in  Angola. 

Achievement  of  U.S.  foreign  policy  objec- 
tives abroad  sometimes  depends  upon  the 
ability  of  the  President  to  conduct  activities 
besides  diplomacy  in  support  of  such  objec- 
tives without  official  public  acknowlegment  of 
them;  such  activities  are  called  covert  actions. 
Those  in  Congress  who  would  oppose  the 
President's  use  of  covert  action  as  a  tool  for 
Implementing  national  policy  with  respect  to 
Angola  act  as  if  the  Congress  of  the  United 
States  would  have  no  control  over  the  matter. 
Nothing  could  be  further  from  the  truth.  The 
Congress  of  the  United  States  has  full  and 
complete  control  over  the  ability  of  the  United 
States  to  conduct  any  intelligence  activity,  in- 
cluding a  covert  action,  by  its  control  of  the 
power  of  tf>e  purse. 

Critics  of  some  or  all  covert  actions  incor- 
rectly assert  that  they  divert  senior  intelligence 
managers  from  other  important  intelligence 
duties  and  that  they  are  too  easy  to  Initiate. 
Intelligence  Committee  Chairman  Hamilton 
so  argued  in  his  article  'The  Trouble  With 
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'Covert'  Action"  In  the  Washington  Post  of 
August  17,  1986. 

The  U.S.  Intelligence  community  devotes 
only  a  small  percentage  of  its  human  and 
fiscal  resources  to  covert  action.  Covert  action 
is  an  important  function  of  the  intelligence 
community,  but  it  need  not  be  a  resource-in- 
tensive function.  Those  directly  responsible  for 
covert  action  spend  a  significant  amount  of 
time  managing  covert  action  operations,  as  Is 
appropriate  given  the  sensitivity  and  potential 
risks  of  such  operations.  Such  officials  also 
spend  a  significant  amount  of  time  explaining 
and  justifying  covert  actions  to  the  Congress, 
often  because  of  the  demands  placed  upon 
them  by  the  very  Members  of  Congress  who 
complain  that  Intelligence  managers  spend 
too  much  time  on  covert  action.  Nevertheless, 
the  improvement  In  the  quantity  and  quality  of 
U.S.  intelligence  analysis  and  reporting  in 
recent  years  shows  that  senior  intelligence 
managers  have  not  devoted  time  to  covert 
action  to  the  detriment  of  Intelligence  collec- 
tion and  analysis. 

Initiation  of  a  covert  action  is  not  easy.  A 
proposal  for  a  covert  action  must  pass 
through  a  number  of  executive  branch  forums 
for  decision  up  to  and  including  the  President, 
who  must  personally  find  in  writing  that  each 
such  action  is  important  to  the  national  securi- 
ty of  the  United  States.  Moreover,  once  Initiat- 
ed, such  an  action  receives  detailed  scrutiny 
both  within  the  executive  branch  and  from  the 
intelligence  committees  of  Congress.  In  ad- 
vance of  implementation  of  covert  actions,  the 
executive  branch  secretly  gives  notice  of  them 
to  the  House  and  Senate  intelligence  commit- 
tees, or  in  extraordinary  circumstances  to  a 
House  and  Senate  leadership  group  only.  The 
Congress  enjoys  full  authority  to  oversee 
covert  actions  and  possesses  the  ability, 
though  control  of  funding,  to  modify  or  to  ter- 
minate such  actions  should  it  ever  become 
necessary  to  do  so. 

The  system  for  congressional  oversight  es- 
tablishment by  title  V  of  the  National  Security 
Act  of  1947  contemplates  that  congressional 
and  executive  branch  relations  on  intelligence 
matters  will  maintain  secrecy.  Unfortunately,  in 
recent  years,  although  the  executive  branch 
and  the  Congress  have  maintained  tight  se- 
crecy with  respect  to  the  vast  majority  of  intel- 
ligence activities,  secrecy  has  broken  down 
miserably  with  respect  to  covert  actions  in- 
volving paramilitary  support.  Some  Members 
of  Congress  who  oppose  such  covert  actions 
say  that  such  actions  will  not  succeed  be- 
cause they  will  not  remain  secret,  a  prophecy 
which  those  Members  help  fulfill  by  giving 
such  actions  great  publicity.  It  is  of  critical  Im- 
portance that  the  U.S.  Government,  including 
the  Congress,  demonstrate  the  will  and  ability 
to  maintain  covert  action  plans  up  for  public 
discussion  Instead  of  secret  discussion  in  the 
councils  of  government  as  our  laws  contem- 
plate, the  liberal  Democrats  force  those  of  us 
who  support  the  President  on  Angola  to  speak 
out,  which  we  do  as  carefully  as  we  can, 
mindful  of  the  need  to  preserve  secrecy. 

Overt  support  to  the  UNITA  Angolan  resist- 
ance is  not  an  effective  optksn.  The  prohibition 
on  covert  aid  to  the  Angolan  resistance  re- 
flects a  naive  assumption  that  the  United 
States  can  conduct  all  aspects  of  its  foreign 
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policy  in  public,  an  assumption  which  ignores 
the  harsh  realities  of  international  conflict  in 
the  world  today  and  does  a  disservice  to  the 
Amencan  people.  Suppose  that  the  prohibition 
became    law    and    the    President— whether 
President   Reagan   or   a   future   President- 
found    it   necessary   to   provide   support   for 
UNITA  resistance  forces  in  Angola.  For  diplo- 
matic or  political  reasons  UNITA  might  not 
desire  to  receive  U.S.  aid  if  such  aid  must  be 
acknowledged  openly.  Countries  that  might  be 
willing  to  help  the  United  States  in  a  quiet 
action  to  aid  UNITA  might  not  be  willing  to 
help  in  an  action  the  United  States  announced 
to  the  world.  Also,  the  Soviet  and  Cuban  Gov- 
ernments which  have  deployed  armed  forces 
in  Angola  might  feel  compelled  to  respond  ag- 
gressively to  an  action  the  United  States  an- 
nounced to  the  world. 

For  these  reasons,  the  liberal  Democrats' 
stated  preference  for  openness  is  hollow.  The 
choice  is  covert  action  or  no  action,  and  no 
action  means  the  Communist  regime  in 
Angola  wins,  and  the  world  wonders  whether 
the  United  States  possesses  the  strength  of 
will  to  defend  its  interests  and  those  of  the 
free  world. 

The  basic  premise  of  Chairman  Hamilton's 
Angolan  resistance  prohibition,  that  covert  ac- 
tions involving  military  support  should  be  de- 
bated publicly  in  the  Congress,  is  dangerously 
flawed.  Both  the  Congress  and  the  executive 
branch  must  understand  that,  to  ensure  the 
success  of  covert  actions  and  of  the  diplomat- 
ic activities  of  the  United  States  which  those 
actions  support,  they  can  neither  confirm  nor 
deny  publicly  the  existence  or  nonexistence  of 
any  particular  alleged  covert  action.  If  the 
President  and  the  Congress  cannot  restore 
the  condition  of  secrecy  in  their  mutual  discus- 
sions of  covert  actions,  the  foreign  policy  in- 
terests of  the  United  States  will  be  severely 
damaged  in  the  years  to  come. 


MORE  ON  WEAPONS  TESTING 


HON.  CHARLES  E.  BENNEH 

OF  FLORIDA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  BENNETT.  Mr.  Speaker,  I  would  like  to 
share  with  my  colleagues  an  article  published 
Tuesday,  September  16,  1986,  in  the  New 
York  Times.  A  former  testing  official  with  the 
FMC  corporation  is  suing  the  company,  charg- 
ing that  the  company  lied  to  the  Army  when  it 
claimed  that  its  Bradley  fighting  vehicle  is  safe 
to  operate  while  crossing  streams. 

Regardless  of  what  the  merits  may  tje  of 
this  suit,  this  is  an  example  of  what  I  think  is  a 
crisis  in  defense  testing  in  our  country.  The 
Bradley  is  not  the  only  weapon  system  we 
have  bought  and  paid  for— and  then  found  out 
it  does  not  work  as  advertised.  Dozens  of 
weapons,  from  AMRAAM  to  Bigeye  to  Divad, 
have  made  headlines  in  the  past  few  years 
because  of  inadequate  testing. 

Fortunately,  in  the  House-passed  Defense 
Authorization  Act,  this  year  we  have  new, 
comprehensive  testing  language  which  will  re- 
quire realistic  testing  before  a  weapon  goes 
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into  production  It  mandates  live-fire  testing  of 
new  weapons  and  the  testing  of  weapons 
under  battlefield  conditions— not  carefully 
staged,  success-oriented  tests 

A  New  York  Times  editonal  in  February  of 
this  year  said.  "If  Congress  does  not  want  the 
flaws  in  Amencas  weapons  to  emerge  in 
battle,  it  had  better  ensure  that  they  are  dis- 
covered beforehand."  That  is  exactly  what  our 
legislation  does.  I  am  confident  that  the  Au- 
thorization Conference  will  agree  with  the 
House  provisions,  and  we  will  take  a  major 
step  forward  in  solving  the  testing  crisis. 

Suit  Charges  Contractor  Lied  to  Army  on 
Infantry  Vehicle 
(By  John  H.  Cushman,  Jr.) 
Washington,   Sept.    15.— A    recently    dis- 
charged employee  of  tbe  PMC  Corporation, 
which  makes  the  Bradley  infantry  fighting 
vehicle  for  the  Army,  has  sued  the  compa- 
ny,   saying    it    falsely    asserted    that    the 
weapon  system  met  the  Army's  specifica- 
tions. 

The  employee,  Henry  Boisvert,  charges 
that  the  Bradley,  an  armored  vehicle  that 
carries  soldiers  into  combat,  is  unsafe  to  op- 
erate while  fording  streams.  Mr.  Boisvert. 
an  engineer,  was  in  charge  of  water-crossing 
tests,  according  to  his  attorney. 

The  attorney.  Phillip  G.  Svalya.  said  Mr. 
Boisvert  had  been  discharged  by  PMC.  ef- 
fective Sept.  23.  because  of  his  disagree- 
ments with  the  company  over  the  Bradley's 
testing.  Mr.  Boisvert  filed  the  suit  last  Tues- 
day under  a  little-used  provision  of  the 
Palse  Claims  Act.  The  provision  allows  pri- 
vate citiaiens  to  sue  on  behalf  of  the  Govern- 
ment and  possibly  to  share  in  the  award  of 
treble  damages  that  may  result. 

The  suit  charges  that  PMC.  which  is  pro- 
ducing nearly  7.000  of  the  vehicles  at  a  total 
cost  of  $12.2  billion,  defrauded  the  Govern- 
ment by  failing  to  meet  dozens  of  specific 
contract  clauses  detailing  the  vehicle's  abili- 
ty to  cross  water  during  combat.  The  Army 
is  already  using  2,400  Bradley  vehicles. 

While  the  Bradley,  whose  performance 
has  l>een  the  subject  of  controversy  for 
years,  has  been  said  before  to  have  difficul- 
ty in  deep  water,  the  suit  details  for  the 
first  time  a  series  of  specific  purported  fail- 
ings. 

Patrick  J.  Head,  general  counsel  of  PMC. 
said  today  that  he  was  not  aware  of  the  suit. 
After  further  checking,  company  officials 
said  they  had  not  yet  been  served  with  a 
copy. 

Justice  Department  officials  in  Washing- 
ton provided  a  copy  of  the  suit,  which  was 
filed  in  Pederal  court  for  the  Northern  Dis- 
trict of  California  in  San  Jose,  where  the 
PMC  Ordance  Division  is  situated.  The  de- 
partment has  60  days  to  decide  whether  to 
join  in  prosecuting  the  case,  officials  said. 

The  Bradley,  a  25-ton  armored  vehicle 
with  tracks  and  a  cannon  that  make  it  re- 
semble a  tank,  carriers  several  foot-soldiers 
into  battle.  It  has  been  the  focus  of  particu- 
lar controversy  over  the  last  year  l)ecause  of 
a  Defense  Department  officials  charge  that 
tests  of  its  ability  to  withstand  antitank  fire 
had  l)een  improperly  designed,  leading  the 
Army  to  understate  its  vulnerability.. 

ASSIGNED  TO  RUN  TESTS 

Mr.  Svalya  said  his  client  was  assigned  a 
year  ago  to  run  a  series  of  tests  on  the  Brad- 
ley's ability  to  operate  in  water.  The  tests 
ended  about  a  month  ago.  he  said. 

Mr.  Svalya  said  that  Mr.  Boisvert's  superi- 
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ors  told  him  on  numerous  occasions  that  his 
complaints  would  not  be  acted  upon. 

According  to  court  papers  filed  by  Mr. 
Boisvert.  the  Bradley  has  difficulty  entering 
the  water  on  a  slope  on  40  to  50  degrees  and 
at  a  speed  of  five  miles  an  hour. 

The  court  papers  said  PMC's  water  testing 
of  the  Bradley  had  not  been  realistic.  ■All 
of  PMC's  tests  have  been  done  in  a  cement 
pool  with  a  specially  designed  tread  en- 
hancer ramp  to  promote  friction,"  the 
papers  said.  Even  in  those  tests.  Mr.  Svalya 
said,  the  vehicle  was  practically  swamped 
and  its  pumps  proved  incapable  of  draining 
the  water  that  splashed  into  the  vehicle. 


NATIONAL  HISPANIC  HERITAGE 
WEEK 


HON.  RONALD  D.  COLEMAN 

OF  TEXAS 
IN  THE  HOUSE  OF  REPRESENTATIVES  . 

Tuesday,  September  16,  1986 

Mr.  COLEMAN  of  Texas.  Mr.  Speaker,  the 
beginning  of  Mexican  Independence  was 
marked  by  a  cry  for  freedom  1 76  years  ago  by 
Father  Guadalupe  Hidalgo  in  the  small  town 
of  Dolores,  Mexico.  The  struggle  for  independ- 
ence would  last  10  years,  and  would  be 
waged  against  the  Spanish  and  then  against 
the  French.  One  hundred  years  later  in  1910, 
a  new  revolution  would  break  out  against  the 
tyrannrcal  regime  of  Porforio  Diaz. 

"El  Grito,"  as  it  is  known  in  Mexk;o,  ignited 
a  burning  desire  for  freedom  in  the  hearts  of 
Mexicans  throughout  the  country,  a  desire  that 
would  see  them  through  long  years  of  con- 
stant struggle.  Today  is  the  day  that  the  inexi- 
tingulshable  flame  is  celebrated  and  tnbute  is 
paid  to  a  people  with  a  fiercely  determined 
human  spirit  and  a  great  ability  to  endure  and 
to  fight  for  the  freedom  they  love  so  much. 

The  constituents  in  my  district  are  aware  of 
that  spirit,  for  our  sister  city  of  Ciudad  Juarez, 
shares  a  common  culture.  The  character  of 
the  people  from  my  district,  which  is  predomi- 
nantly Hispanic,  is  infused  with  that  undying 
respect  and  love  for  freedom. 

It  is  appropriate  that  this  week,  when  Mexi- 
can independence  is  celebrated,  is  also  Na- 
tional Hispanic  Heritage  Week  in  this  country. 
Mexican  Americans  in  the  Southwest  and 
throughout  the  country  share  the  pride  of  their 
cultural  heritage  by  reaffirming  the  spirit  of  tfie 
independence  movement  through  their  politi- 
cal, social  and  economic  contributions  to  our 
country.  This  struggle  manifests  in  the  Hispan- 
ic struggle  for  full  employment  and  against 
discrimination. 

The  pride  and  nationalism  displayed  during 
this  week  transcends  the  international  bound- 
ary and  honors  the  spirit  of  freedom  and  inde- 
pendence valued  by  both  Mexico  and  the 
United  States.  Today,  I  invite  you  to  join  me  in 
honoring  our  Mexican  neighbors  as  they  com- 
memorate their  independence  by  joining  in 
that  famous  cry  that  still  rings  in  the  hearts  of 
Mexicans  as  well  as  Americans:  "Via  la  Inde- 
pendencia." 
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A  TRIBUTE  TO  JOHN  MEGEL 
LAZO.  THE  AMERICAN  GYPSY 
WARRIOR 


HON.  TOM  LANTOS 

OP  CALIFORNIA 
nt  THE  HOUSE  OP  REPRESENTATIVES 

Tuesday,  September  16.  1986 

Mr.  LANTOS.  Mr.  Speaker,  today  an  un- 
precedented Day  of  Remembrance  of  the 
thousarKis  of  Gypsies  who  perished  in  the 
Holocaust,  prominent  Romani  leaders  from 
throughout  the  wortd  gathered  in  the  U.S. 
Capitol  for  a  ceremony  of  remembrance,  trib- 
ute, and  dedication  to  preserve  this  history  for 
future  generations  to  share.  One  giant  of  a 
man,  who  helped  to  bring  atxiut  this  public 
recognition,  could  not  t>e  present.  John  Megel 
died  only  a  few  days  before  he  was  to  speak 
at  the  ceremony.  The  following  tribute  was 
written  for  him  by  Gabrielle  Tyrnauer  who  is 
the  chronicler  of  the  Gypsy  Holocaust.  Ga- 
t)rille's  tireless  efforts  helped  to  bring  to  world 
consciousness  the  tragic  fate  half-a-million 
European  Gypsies  shared  with  9  million  Jews. 
The  Nazi  efforts  toward  genocide  included 
both  Jew  and  Gypsy.  Gabrille  encouraged 
Lazo  to  find  a  meaningful  way  to  express  his 
pain  and  outrage.  These  words  are  hers,  min- 
gled with  his,  as  she  writes: 

He  was  a  mountain  of  a  man,  sometimes 
soft-spoken  and  gentle,  but  even  then  a  dor- 
mant volcano — and  when  he  erupted  it  was 
something  to  see.  Flames  spewing  in  all  direc- 
tk}ns,  his  great  bulk  projecting  the  words  with 
oratorical  flourishes  that  he  never  learned  at 
school.  His  anger  was  like  a  tidal  wave  but 
free  from  malice  or  guile.  A  few  moments  later 
his  eyes  could  t>e  sparkling  like  the  gentlest  of 
wavelets,  and  he  could  suddenly  dissolve  ten- 
sion with  self-deprecating  humor. 

His  anger  was  only  incidentally  aimed  at  in- 
divkjuals.  His  target  was  a  great  histonc  injus- 
tice to  his  people,  the  Rom,  known  to  the 
worid  as  Gypsies.  "Half  a  million  killed  and 
not  even  a  monument,  a  word  of  recognition" 
he  would  say.  "My  people  laugh  at  me.  They 
don't  understand  what  all  the  fuss  is  about. 
Sure.  Gypsies  was  killed,  but  Gypsies  was 
always  being  killed.  So  what  else  is  new?" 

But  for  Lazo,  who  first  learned  about  the 
Holocaust  durir>g  the  Eichmann  trial,  historical 
knowledge  became  a  voyage  of  self-discovery 
and  in  tfie  end  obsession  with  the  injustice  of 
the  world's  indifference,  with  the  maze  of  bu- 
reaucracy tf^t  diverted  him  from  his  clear  goal 
of  recovery  the  forgotten  Holocaust  of  his 
people  from  oblivion  and  erecting  a  monu- 
ment for  all  the  world — but  particulariy  for  his 
own  people — to  see. 

"They're  saying  the  Holocaust  never  hap- 
pened. The  Rom,  like  the  Jewish  people,  was 
witnesses  that  it  M.  Our  ashes  mingle  in  the 
crematoria  of  Auschwitz. 

Lazo  worked  tirelessly  for  the  goal  of  having 
tt\e  Jewish  Gypsy  connection  in  persecution 
and  death  recognized.  "We  was  always  to- 
gettier,  you  know  that,"  he  would  say.  "The 
Gypsies  stole  the  children  and  gave  them  to 
the  Jews  so  ttiey  couW  drink  their  blood."  We 
would  both  laugh  at  this  bitter  twin-stereotype. 

"I  grew  up  with  Jews  in  New  York  City,"  he 
recalled,   "and  with  Irish,  and  Italians  and 
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Puerto  Ricans  But  it  was  only  in  the  Jewish 
deh  that  I  felt  sale  " 

The  Shrine  of  St  Anne  de  Beaupr'  (San- 
tanna)  on  the  St  Lawrence  River  outside 
Quebec  City  is  the  site  of  a  traditional  pilgnm- 
age  for  the  Romani  people  in  North  America. 
But  in  recent  years  the  number  of  Romani's 
pilgrims  to  Santanna  had  declined  precipitous- 
ly 

"That's  where  we  can  be  ourselves,"  he 
would  say.  "Singing,  dancing,  feasting,  talking 
at  the  Slava  (feast.)  You  could  meet  relatives 
you  never  saw  any  other  time.  They  would 
come  from  all  over  the  United  States  and 
Canada." 

In  1985  Lazo  went  to  "Santanna"  for  a  spe- 
cial reason.  He  drove  in  his  white  Cadillac 
made  to  his  own  scale.  He  was  not  a  practic- 
ing but  regarded  this  traditional  Gypsy  pilgrim- 
age an  important  form  of  social  cement  for  his 
people.  Furthermore,  there  was  to  be  an  ex- 
traordinary ceremony  at  the  Church  of  St. 
Anne. 

Father  Joshka.  the  French  priest  who  had 
spent  many  years  ministering  to  the  Gypsies 
in  Europe,  was  to  be  in  Quebec  to  perform  a 
special  ceremony  for  the  Romani  victims  of 
the  Holocaust.  The  service,  held  in  the  crypt 
of  the  Gothic  Church  by  the  St.  Lawrence, 
would  be  in  their  own  ancient  language,  Ro- 
manes, which  Father  Joshka  spoke  fluently. 

"It's  the  first  time  ever.  "Lazo  said  with 
pride. 

Last  May  Lazo's  years  of  pounding  on 
closed  doors  in  Washington  led  to  the  first 
clear  opening  since  the  commissioning  of  a 
report  on  the  fate  of  the  Gypsy  during  the  Hol- 
ocaust. 

Now  there  was  a  meeting  with  the  U.S.  Hol- 
ocaust Memorial  Council  staff  and  its  new  ex- 
ecutive director.  A  Gypsy  Day  of  Remem- 
brance was  pledged.  Also  some  representa- 
tion in  the  Jewish  commemoration  for  1986 
was  granted.  At  the  same  time,  a  photograph- 
ic exhibit  about  the  Romani  was  assembled 
for  the  Congressional  Human  Rights  Caucus. 

Lazo's  role  in  this  exhibit  was  officially  and 
publicly  lauded  and  acknowledged.  His  role  in 
bringing  about  today's  ceremony  was  ac- 
knowledged by  those  who  participated  In  the 
few  moments  of  solemn  silence  in  his  honor. 

Lazo  was  a  restless  man— some  would  say 
impatient.  He  wanted  to  blow  down  resistance 
with  one  giant  puff.  But  his  lungs  and  his  heart 
grew  tired  with  the  gargantuan  effort.  He  was 
a  galleant  warrior  who  was  burned  out  by  his 
inner  fire.  Today  this  ceremony  is  his  greatest 
memorial  in  the  world  beyond  his  family  and 
community — a  world  which  he  only  learned  to 
know  in  his  last  years.  Today  Rom,  Jew.  and 
Gentile  gathered  in  our  Nation's  Capitol  to 
commemorate  the  Romani  victims  of  the  Hol- 
ocaust and  to  John  Megel.  the  big,  brash, 
American  Rom  who  found  in  their  death  a 
missksn  for  his  life. 

He  was  an  authentic  representative  of  his 
people.  Even  those  who  did  not  always  agree 
with  his  tactics  respected  Lazo  for  his  fen/or 
and  ferocity.  His  leadership  and  commitment 
will  long  be  remembered— there  is  an  empty 
place  now  where  he  would  have  stood  so  tall. 


September  17,  1986 


HONORING  THE  STATUE  OF 
LIBERTY 


HON.  PAUL  E.  KANJORSKI 

or  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16.  1986 

Mr.  KANJORSKI.  Mr.  Speaker,  this  year  we 
celebrate  the  100th  anniversary  of  the  quin- 
tessential symbol  of  American  freedom — the 
Statue  of  Liberty.  To  commemorate  this  na- 
tional event.  Walter  Kasian,  one  of  my  con- 
stituents who  came  to  Ellis  Island  as  an  immi- 
grant, wrote  a  moving  tribute  which  I  am 
pfeased  to  share  with  my  colleagues  in  the 
House  of  Representatives. 

The  Statue  op  Liberty 
My  humble  memories  of  long  ago 

One  cold  November  dawn 
Ocean  liner  was  moving  very  slow 

On  the  deck  was  hushing  sound. 
Whispering 

America,  America,  America. 
Our  hearts  beating  with  joy 

Tears  rolling  down  our  faces 
Mother  hugging  baby  boy 

Family  joined  in  an  embrace. 
Whispering 

America,  America,  America. 
There  she  was  in  all  her  glory 

Flaming  torch  in  her  hand 
Lady  Liberty— what  a  sight,  what  a  story 

Showing  the  way  to  a  freedom  land. 
Whispering 

America.  America,  America. 
We  had  almost  nothing,  clothes  on  our  back 

Wealth  of  courage  in  our  hearts 
Few  things  in  our  burlap  sack 

With  God's  help,  we  will  make  our  start. 
Whispering 

America.  America.  America. 
We  passed  through  the  golden  door 

To  begin  new  life  living  free 
Following  us  there  will  be  more 

Tired  and  poor  from  across  the  sea. 
Whispering 

America.  America,  America. 
Always  rememtjering  the  engraved  words  on 
the  Statue  of  Liberty 

Give  me  your  tired,  your  poor,  your  hud- 
dled Masses  yearning  to  breathe  free 
The    wretched    refuse    of    your    teeming 
shores. 

Send  these,  the  homeless,  tempest-tost  to 
me, 
I  lift  my  lamp  beside  the  golden  door!" 

—Walter  Kasian. 


SETTLEMENT  OP  RAILROAD 
DISPUTE 


HON.  JOHN  R.  McKERNAN,  JR. 

OP  MAINE 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16.  1986 

Mr.  McKERNAN.  Mr.  Speaker,  today  I  join 
several  of  our  colleagues  in  introducing  legis- 
lation to  provide  for  a  settlement  to  the  dis- 
pute between  the  Maine  Central  Railroad  Co./ 
Portland  Terminal  Co.  and  the  Brotherhood  of 
Maintenance  of  Way  Employees  [BMWE]. 

I  have  been  concerned,  as  are  many  Gov- 
ernment officials,  business  leaders,  and  public 
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groups,  over  the  impact  o<  the  dispute  be- 
tween these  two  parties  on  the  Northeast  and 
indeed  the  whole  country.  Although  there  has 
been  some  recent  dialog  between  manage- 
ment and  labor,  enlightened  self-interest  has 
failed  to  produce  an  agreement. 

It  is  clear  that  the  BMWE  has  the  legal  abili- 
ty and  practical  ability  to  initiate  activities 
which  could  affect  the  national  railway  system. 
Therefore,  because  of  concern  that  essential 
transportation  services  of  the  Nation  may  be 
disrupted  by  an  escalation  of  this  dispute,  I 
believe  that  there  is  no  alternative  to  congres- 
sional action  to  bring  the  dispute  to  an  end. 

On  July  24,  1986,  House  Joint  Resolution 
683  was  introduced  to  provide  for  a  temporary 
prohibition  of  strikes  or  lockouts  with  respect 
to  this  labor  manangement  dispute.  This  reso- 
lution, which  was  enacted  on  August  11, 
1986,  established  an  advisory  board  to  render 
a  report  concerning  the  progress  of  negotia- 
tions in  this  dispute,  as  well  as  findings  of  fact 
regarding  financial  and  other  related  circum- 
stances in  the  dispute,  and  recommendations 
for  a  solution.  On  September  8,  1986,  the 
board  submitted  its  report  to  Congress,  rec- 
ommending that: 

"In  the  absence  of  an  agreement  between 
the  parties  disposing  of  this  dispute  no  later 
than  September  13,  1986,  the  Ckjngress 
should  enact  legislation  directing  the  parties  to 
accept  and  apply  the  recommendations  of  EB 
[Emergency  Board]  209.  Should  the  parties  be 
unable  to  agree  as  to  all  necessary  details  in 
applying  the  recommendations  by  October  1, 
1986,  any  unsettled  issues  should  be  submit- 
ted to  final  and  binding  arbitration  t)efore  an 
arbitrator  designated  by  the  NMB  [National 
Mediation  Board]." 

Emergency  Board  209  was  established  by 
the  President  on  May  16.  1986,  pursuant  to 
the  Railway  Labor  Act,  when  a  strike  by  the 
BMWE  threatened  to  spread  to  the  Conrail 
system  and  beyond,  posing  a  serious  disrup- 
tion of  transportation  services  essential  to  the 
Nation.  The  Emergency  Board  recommended 
that: 

"1.  The  carrier's  proposal  dated  March  2, 
1986  for  job  protection  for  then  currently 
active  employees,  as  subsequently  modified 
and  presented  to  the  organization  on  March  3, 
1986,  should  be  adopted;  the  protective  allow- 
ance to  be  $26,000. 

2.  The  parties  should  negotiate  a  compre- 
hensive agreement  for  system  production 
maintenance  crews  to  be  used  throughout  the 
entire  geographical  confines  of  the  Maine 
Central  Railroad  and  the  Portland  Terminal 
Co.  similar  to  those  agreements  negotiated  on 
the  Boston  and  Maine  and  the  Delaware  and 
Hudson  rail  lines  of  the  Guildford  System. 

3.  Consistent  with  its  proposals  of  March  2 
and  3,  1986,  and  in  view  of  their  past  practice, 
the  parties  should  agree  to  be  bound  by  the 
results  of  the  national  negotiations  involving 
rates  of  pay  and  health  and  welfare  programs. 

4.  The  parties  should  agree  to  handle 
changes  in  work  mtes  and  practices  contained 
in  notices  which  had  been  served  prior  to  Ex- 
ecutive Order  12557  under  the  orderly  and 
peaceful  procedures  of  the  Railway  Labor  Act, 
as  amended,  up  to  and  including  mediation, 
and  without  resort  to  self-help." 

Although  the  Congress  has  traditionally 
been  reluctant  to  become  unnecessarily  in- 
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volved  in  any  specific  collective  bargaining 
process,  there  is  precedent  for  congressional 
action  in  this  regard,  most  notably  the  1975 
dispute  involving  the  Norfolk-Southern  Rail- 
road in  which  Congress  dictated  specific  wage 
levels.  While  I  support  the  collective  bargain- 
ing process  and  have  long  felt  that  only  those 
parties  directly  concerned  should  be  involved, 
I  do  believe  that  it  is  incumbent  upon  the  Con- 
gress to  ensure  that  transportaiton  systems 
essential  to  the  commerce  of  this  Nation 
remain  open. 

The  legislation  we  have  introduced  Imposes 
the  recommendations  made  by  the  Presklen- 
tial  Emergency  Board,  recommendations  later 
supported  by  the  special  advisory  board.  It  is 
important  to  note  that  not  only  have  the  provi- 
sions included  In  the  bill  been  recommended 
by  two  independent  panels,  txjt  aspects  of  the 
settlement  provisions  were  offered  by  the  rail- 
road's management  to  the  BMWE.  I  t)elieve 
that  this  legislation  is  fair  and  provides  the 
only  opportunity  to  put  this  dispute  t>ehind  us. 
Therefore,  I  urge  my  colleagues  to  support 
this  bill. 
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PAMELA  EDWARDS'  TRIBUTE  TO 
THE  U.S.  FLAG 


DEPENDENT  CARE  BLOCK 
GRANTS 


HON.  OLYMPIA  J.  SNOWE 

OF  MAINE 

IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Ms.  SNOWE.  Mr.  Speaker,  I  rise  in  support 
of  the  4-year  reauthorization  of  the  Dependent 
Care  Block  Grant  included  in  the  conference 
report  on  the  Human  Services  Reauthorization 
Act  of  1986.  I  commend  the  members  of  the 
conference  committee  for  their  recognition  of 
the  importance  of  this  program. 

The  Dependent  Care  Block  Grant,  first 
funded  in  fiscal  year  1986,  provides  grants  to 
the  States  to  establish  needed  child  care 
services  for  children  who  otherwise  would  be 
at  home  alone  while  their  parents  are  at  work. 
The  program  provides  before  and  after-school 
child  care  for  these  "latchkey"  children  at 
both  school  facilities  and  community  centers. 
In  addition,  the  Dependent  Care  Block  Grant 
provides  funds  to  establish  community-based 
information  and  referral  services  on  available 
child  care. 

The  Congressional  Caucus  on  Women's 
Issues,  of  which  I  am  Co-Chair,  has  long  been 
concerned  with  the  issue  of  adequate  child 
care  for  working  parents.  As  more  and  more 
women  are  joining  the  work  force,  often  out  of 
economic  necessity,  more  children  are  coming 
home  to  empty  apartments  or  houses.  The 
child  care  services  funded  through  the  De- 
pendent Care  Block  Grant  Program  provide  a 
safe,  supervised  care  alternative  for  tf>ese 
children. 

I  believe  these  child  care  services  are  vital 
and  I  urge  my  colleagues  to  join  me  in  sup- 
porting this  program. 


HON.  JERRY  HUCKABY 

or  LOUISIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  HUCKABY.  Mr.  Speaker,  Pamela  Ed- 
wards of  Monroe,  LA,  has  written  a  kjvely 
poem  In  tribute  to  the  U.S.  flag.  Pamela  is 
confined  to  a  wfieelchair  because  of  spinal 
muscular  atrophy,  but  she  has  not  let  this 
handk^p  confine  her.  She  enjoys  readir)g  and 
writing  poetry,  and  one  day  hopes  to  become 
a  writer  and  a  joumalist.  I  was  impressed  with 
tier  poem,  "As  I  Raise  My  Flag,"  and  wanted 
to  share  it  with  the  Members  of  the  House. 

As  I  Raise  Mt  Flag 
As  I  raise  my  flag  which  is  red,  white,  and 

blue. 
It  reminds  me  of  the  hard  times  we've  been 

through; 
And  a  salute  we  should  give  to  soldiers  who 

were  brave. 
Because  of  the  courage  they  showed  and  the 

freedom  they  gave. 
As  I  raise  my  flag  which  is  a  meaning  of 

being  free. 
I  can't  begin  to  express  what  I  feel  for  thee. 
For  all  of  the  millions  of  tears  that  were 

shed. 
I  hope  and  pray  that  l>etter  things  lay  up 

ahead. 
As  I  raise  my  flag  up  toward  the  sky. 
It  seems  to  be  as  happy  as  a  bird  learning  to 

fly. 
Because  America  is  such  a  beautiful  land, 
I  know  you  are  safe  because  you're  in  God's 

tlEnd. 

—Pamela  Edwards. 


THE  ROAD  TO  YALTA 


HON.  JIM  COURIER 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  COURTER.  Mr.  Speaker,  President 
Reagan  sent  his  personal  assurances  to  Gen- 
eral Secretary  Gorbachev  that  Nick  Daniloff  is 
not  a  spy— one  of  the  greatest  examples  of 
redundancy  the  world  has  seen  since  Premier 
Daladier  hastended  to  assure  Hitler  that 
France  had  no  hostile  Intentions  against  Nazi 
Germany.  Hitler  had  cast  his  hungry  eyes  on 
Czechoslovakia,  but  graciously  agreed  at  the 
summit  to  swallow  only  half  of  it,  the  Sudeten- 
land.  Daladier,  Chamberiain,  and  most  of  the 
British  Parilament  expressed  tf>eir  gratitude  to 
Hitler  for  helping  arrange  "peace  for  our 
time."  Only  Churchill  and  a  handful  of  his  sup- 
porters had  the  preserve  of  mind  to  recognize 
Munich  for  what  it  was:  "a  total  and  unmitigat- 
ed defeat  for  France  and  Britain.  Daladier  and 
Chamberiain  might  have  denied  It,  but  the 
summit  of  1938  showed  who  was  the  real 
ruler  of  Europe. 

President  Reagan  desperately  wants  a 
summit.  He  does  not  reflect  on  the  real  inten- 
tion behind  Gorbachev's  insolent  swallowing 
of  Nk:k  Daniloft.  What  will  happen  if  Gortia- 
chev  suddenly  relents  and  sends  Daniloff 
home,  just  before  the  upcoming  summit? 
Wouldn't  the  wortd  be  as  grateful  to  Gort>a- 
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chev  for  ending  the  crisis  he  alone  had 
caused  as  it  was  to  Hitler  m  1938?  Indeed, 
how  could  President  Reagan  avoid  showing 
his  gratitude  by  taking  "concrete  measures" 
to  solidify  the  newfound  US-USSR,  "fnend- 
ship" — perhaps  by  sacnficing  his  SDI  dream? 

Those  who  think  the  Daniloff  cnsis  is  a 
bothersome  diversion  from  "more  important 
policy  considerations"  such  as  arms  control 
and  summitry  should  recognize  that  on  the 
contrary  in  ttie  Soviet  leadership's  mind  they 
are  closely  intertwined  The  ultimate  cost  of 
ttie  Daniloff  hostage  incident  is  likely  to  be  far 
higher  than  President  Reagan  is  willing  to  ac- 
krKJwfedge  today  in  his  pre-summit  mode. 

William  Satire  in  the  following  column  has 
described  the  Daniloff  incident  as  a  new  road 
to  Yalta.  Over  and  over  again,  history  demon- 
strates that  negotiating  with  despots  under 
some  explicit  or  implicit  threat  is  a  danger  to 
peace  and  secunty.  It  is  a  bitter  disappoint- 
ment that  by  arranging  to  trade  our  hostage  in 
Moscow  for  the  Soviet  soy  m  the  U.N.  in  order 
to  keep  his  summitry  on  track,  our  conserva- 
tive President  has  shown  a  most  unconserva- 
tive  contempt  for  history.  History  may  well 
return  the  favor  in  kind: 

The  Road  to  Yalta 
(By  William  Safire) 

The  new  Soviet  equivalent  of  our  National 
Security  Council  staff  has  just  scored  its 
first  victory.  In  the  Daniloff  affair.  Mr.  Gor- 
bachev went  eyeballto-eyebali  with  Mr. 
Reagan  and  it  was  the  American  who 
blinked. 

The  Soviet  N.S.C.  is  headed  by  my  old 
friend  Anatoly  Dobrynin,  whose  26-year  ex- 
perience in  the  U.S.  was  applied  to  the  trick 
of  gaining  diplomatic  equivalence  for  a  cap- 
tured Soviet  spy  and  an  American  seized  as 
hostage.  His  chief  deputies  are  Georgi  Kor- 
nienko,  long  the  backbone  of  the  Gromyko 
Old  Guard  at  the  foreign  Ministry,  and 
Gen.  Viktor  Starodubov,  the  Ogarkov  prote- 
ge seeking  Soviet  Army  modernization 
through  limitation  of  American  strategic 
arms. 

This  heavyweight  trio,  with  direct  access 
to  the  K.G.B. -dominated  Politburo,  prompt- 
ly established  its  supremacy  over  the  pickup 
band  of  second-string  outcasts  from  Eiefense 
and  State  under  John  Poindexter,  an  inof- 
fensive note-taker  who  carries  the  title  of 
national  security  adviser  but  apparently  has 
trouble  getting  an  appointment  with  the 
White  House  spokesman  at  times  of  crisis. 

Anatoly  &  Co.,  were  thus  able  to  seize  a 
hostage,  elicit  an  immediate  response  from 
the  White  House  that  this  outrage  would 
not  endanger  the  summit,  and  sucker  our 
State  Department  into  making  a  first  offer 
to  settle.  That  enabled  the  Russians  to 
make  a  counteroffer  equating  their  spy  with 
our  hostage,  remanding  both  to  embassies 
pending  trials.  Mr.  Reagan  swallowed  this 
personal  humiliation,  sending  a  chagrined 
and  testy  George  Shultz  forth  to  pretend 
that  what  was  obvious  to  the  whole  world 
was  not  so,  and  on  that  note  ushered  in  the 
Third  Era  of  Detente. 

What  was  needed  was  an  suspension  of  all 
visits  and  conferences,  in  a  straightforward. 
Rooseveltian  "Daniloff  alive  or  summit 
dead."  What  was  delivered  was  a  Carteres- 
que  cave-in.  as  if  the  well-being  of  the  hos- 
tage came  l)efore  the  national  interest.  Mr. 
Shultz,  is  now  reduced  to  pleading  for  the 
inclusion  of  some  dissident  to  provide  a  fig 
leaf  for  what  is  clearly  the  spy-for-hostage 
swap.   The   more   he   insists   publicly   that 
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what  is  true  is  not  so,  the  more  he  erodes 
America's  credibility  and  underscores  the 
Russian  triumph. 

Let's  face  it:  Mr.  Reagan's  ill-advised 
letter  to  Mr.  Gorbachev  formally  testified 
to  our  hostage's  innocence  and  the  Soviet 
Government  subsequently  took  the  position 
that  this  testimony  was  a  lie.  Never  in  such 
a  personal  way  has  a  Russian  leader  put  his 
thumb  in  the  eye  of  an  American  President. 

Why  has  Mr.  Reagan  reacted  by  blinking 
amiably  and  pretending  this  has  not  hap- 
pened? Perhaps  because  he  has  been  told 
that  the  Sixth  Round  at  the  Geneva  talks  is 
his  last  chance  at  peacemaking.  An  agree- 
ment is  already  in  place  on  intermediate- 
range  missiles,  with  the  British  and  French 
arms  to  be  outside  the  deal;  the  difference 
on  delay  in  Star  Wars  testing  has  narrowed 
to  two  years,  and  on-site  inspection  will  be 
introduced.  Secretary  Shultz,  maneuvered 
into  dealing  with  a  second-level  counterpart, 
will  assure  Foreign  Secretary  Shevardnadze 
we  will  boost  the  Soviet  economy  and  wel- 
come the  Ru.ssians  into  the  Middle  East  as 
the  Arabs'  broker. 

To  retire  in  such  a  blaze  of  detente,  Mr. 
Reagan  has  been  persuaded  that  nothing— 
not  even  the  most  direct  slap  in  the  face  ad- 
ministered to  this  Government  by  the  Rus- 
sian leader— should  stand  in  the  way  of  Ge- 
neva's Round  Six.  Mr.  Dobrynin's  probe  has 
shown  the  newly  pliant  Reagan  to  be  all  too 
eager  for  a  summit;  the  Soviet  leaders,  with 
a  China  rapprochement  in  the  offing,  can 
exploit  that  debilitating  eagerness  in  shap- 
ing this  generation's  Yalta. 

The  next  test  of  Mr.  Reagan's  will  and  of 
Mr.  Dobrynin's  skill  will  take  place  on  Oct. 
1.  Last  March,  before  last-quarter  despera- 
tion set  in.  a  Reagan  order  was  issued  noti- 
fying the  Russians  that  the  huge  nest  of 
spies  that  goes  by  the  name  of  its  U.N.  dele- 
gation had  to  be  reduced  by  40  percent  over 
the  next  few  years.  (The  Russian  spy 
caught  making  a  payoff  for  secrets  was  part 
of  this  K.G.B.  branch  office.)  In  two  weeks, 
the  first  deadline  for  reduction  comes  up:  of 
the  275  on  staff,  we  expect  30  to  be  shipped 
home  and  not  replaced. 

Will  the  Russians,  on  a  summit  roll, 
submit  to  this  diminution  of  our  hospital- 
ity? In  fact,  as  the  Administration  plans  to 
resist  Congressional  cuts  of  our  payments  to 
the  U.N..  our  reduction  demand  is  all  too 
modest  and  the  timetable  too  slow.  Two 
hundred— all  likely  agents— should  be 
shipped  out  this  year. 

The  Russian  delegate,  on  orders  from  his 
K.G.B.  chauffeur,  is  shrugging  off  the 
Reagan  order.  We  shall  soon  see  if  the 
summit-happy  President  is  willing  to  accept 
another  hard  shove  down  the  road  to  Yalta. 


ST.  STEPHEN'S  CELEBRATES 
CENTENNIAL 


HON.  PAUL  E.  KANJORSKI 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16.  1986 

Mr.  KANJORSKI.  Mr.  Speaker,  it  is  my 
pleasure  to  bring  to  your  attention  the  100th 
anniversary  of  the  St.  Stephen's  Roman 
Catholic  Church  in  Plymouth,  PA.  I  am  proud 
to  join  in  the  celebration  of  this  centennial, 
and  I  am  glad  to  have  the  opportunity  to  share 
this  event  with  my  colleagues  In  the  House  of 
Representatives. 
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In  the  summer  of  1885,  only  a  handful  of 
families  lived  in  Plymouth.  Among  them,  John 
Vavrek,  Sr,  John  Menovsky,  John  and 
Andrew  Kundrak,  John  Basta,  and  John  Pu- 
halla  discussed  establishing  a  parish  and 
building  a  church.  The  following  year,  Father 
Joseph  Kossaiko  came  to  Plymouth  and 
joined  with  the  group  in  approaching  the  Most 
Reverend  Bishop  O'Hara.  Father  Kossaiko 
was  later  appointed  the  first  pastor. 

After  raising  several  hundred  dollars  from 
area  families,  the  church  was  built.  For  the 
first  2  years,  services  were  held  in  the  base- 
ment of  the  new  building,  until  the  main  struc- 
ture of  the  church  could  be  completed.  St. 
Stephen's  was  then  the  third  Slovak  pahsh  In 
the  United  States. 

The  original  church  building  was  razed  In 
1953,  and  construction  for  a  new  building  was 
begun.  Under  the  leadership  of  Father  Ste- 
phen J.  Gurcik,  who  was  originally  appointed 
In  1943,  St.  Stephen's  began  construction  In 
September  1953  and  completed  the  new 
building  In  1955.  Father  Gurcik  also  guided 
the  parish  In  the  construction  of  a  new  rectory 
after  Hurricane  Agnes  caused  considerable 
damage  to  the  church,  as  it  did  to  the  entire 
area.  Father  Gurcik  retired  the  following  year 
as  Pastor  Emeritus,  and  the  current  pastor, 
Father  John  E.  ZIpay,  was  appointed. 

Mr.  Speaker,  it  Is  a  great  honor  to  call  your 
attention  to  this  milestone  In  the  history  of  this 
fine  church.  I  am  sure  that  you  join  me  in 
wishing  all  those  involved  with  this  exciting 
event  our  sincerest  and  most  heartfelt  con- 
gratulations. 


THE  STUEVE  FAMILY  HONORED 
ON  OCTOBER  2,  1986 


HON.  JERRY  LEWIS 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday.  September  16.  1986 

Mr.  LEWIS  of  California.  Mr.  Speaker,  I  am 
grateful  for  this  opportunity  to  share  with  you 
and  my  fellow  Representatives  an  Inspiring 
example  of  a  family  dedicated  to  their  dairy 
business  and  to  their  community.- The  Stueve 
family  of  Chino,  CA,  will  be  honored  by  the 
Chino  Valley  Chamber  of  Commerce  at  the 
11th  Annual  Dairy  Awards  Dinner  on  October 
2  of  this  year.  The  "Dairyman  of  the  Year" 
award  will  be  presented  to  the  family  in  recog- 
nition of  many  of  their  contributions  to  the 
dairy  business. 

In  the  late  1930's  three  Stueve  brothers 
named  Ed,  Harold,  and  Elmer  left  their  small 
family  farm  In  Frohna.  MO,  to  pursue  their 
dream  of  starting  their  own  dairy.  They  worked 
their  way  to  California,  and  have  been  a  genu- 
ine success  ever  since. 

The  brothers  were  the  first  to  start  a  dairy 
operation  in  the  Chino  Valley.  Their  desire 
was  to  produce  the  best  product  possible  for 
their  customers.  From  a  modest  beginning, 
Alta-Dena  grew  rapidly.  By  1 950,  the  dairy  had 
expanded  its  farming  operation  to  Chino. 
Today,  they  have  the  largest  dairy  operation  In 
California,  owning  or  leasing  a  total  of  693 
acres  in  the  valley. 

The  herd  reached  a  high  of  17,000  at  one 
time— from  the   61    cows  and   2   bulls  with 
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which  they  began.  Today  the  dairy  milks  over 
6,000  cows  with  a  combined  herd  of  over 
15,000.  This,  along  with  milk  purchased  from 
producers,  allows  the  dairy  to  process  over 
100,000  gallons  of  milk  a  day. 

The  eldest  brother  of  this  outstanding  family 
is  Elmer  A.  Stueve.  He  was  the  first  to  come 
to  California  in  1 936.  After  he  was  discharged 
from  the  service,  he  joined  the  partnership  in 

1945.  Since  joining  the  partnership,  Elmer  has 
had  the  important  responsibility  of  the  design, 
construction,  and  maintenance  of  the  dairies, 
plant,  and  offices. 

Elmer  married  Ruth  Anderson  in  October 

1946.  They  have  three  children:  Judy,  Eari, 
and  Lynn.  Elmer  has  retired  and  Eari  has  as- 
sumed some  of  his  duties.  Judy  also  works  at 
the  dairy,  as  does  Lynn's  husband,  Jim  Heinz. 
Elmer  and  Ruth  have  five  grandchildren. 

Edgar  E.  Stueve  worked  at  Foothill  Dairy  as 
a  milker  and  deliveryman  before  forming  a 
partnership  with  his  brothers.  Since  the  incep- 
tion of  Alta-Dena  Certified  Dairy,  Ed  has  been 
in  charge  of  the  farm  operation  and  the  live- 
stock. He  especially  enjoys  overseeing  the 
buying  of  all  the  feed  for  the  animals. 

Ed  married  his  childhood  sweetheart.  Vera 
"Bee"  Vogel,  In  1940.  Bee  is  now  the  office 
manager  of  the  City  of  Industry  dairy  office. 
Ed  and  Bee  have  two  daughters,  Jackie  apd 
Jean.  Jackie  works  in  the  dairy's  office  In  City 
of  Industry  and  her  husband.  Bob  Arthur,  is 
ranch  foreman  in  Chino.  Jean  is  married  to 
Nelson  Behrend,  an  architect.  Ed  and  Bee 
Stueve  have  five  grandchildren. 

Even  with  a  busy  family  life  and  business  to 
manage,  Ed  and  Bee  find  tf>e  time  to  be 
active  in  their  community.  Ed  is  active  in  the 
Lutheran  Church  in  Monrovia  and  the  Lion's 
Club  and  has  been  on  the  board  of  directors 
of  the  Good  Shepherd  Home  of  the  West  for 
retarded  children.  Bee  is  currently  serving  on 
the  board.  Ed  has  just  been  reelected  for  an- 
other term  on  the  board  of  the  Milk  Producers 
Council. 

Harold  J.J.  Stueve  went  into  business  for 
himself  as  an  independent  route  man  in  1942. 
Three  years  later,  Ed  and  he  went  into  part- 
nership. Harold  is  now  the  business  head  of 
the  partnership.  Through  his  leadership  and 
courage,  the  dairy  has  grown  and  expanded 
to  one  of  the  largest  milk  production/distribu- 
tion systems  In  California,  with  sales  extending 
throughout  the  country. 

Harold  married  Vernice  Evans  in  1942,  and 
they  became  the  parents  of  four  children.  The 
eldest  son,  Lloyd,  runs  the  heifer  operation  in 
Oakdale.  ClesOn  is  a  sales  representative  for 
the  company,  and  David  runs  one  of  the  dair- 
ies in  Chino.  Donna  is  married  to  Boyd  Clarice, 
the  general  manager  of  the  dairy.  A  number  of 
years  later,  Harold  married  Ruth  Porter,  also 
widowed  and  the  mother  of  three  children, 
Charies,  Nancy,  and  Mary  Ann.  Harold  and 
Ruth  have  a  combined  total  of  17  grandchil- 
dren. 

Throughout  his  career,  Harold  has  remained 
active  In  civic,  community  and  church  affairs. 
For  example,  he  ably  served  as  both  mayor 
and  city  council  member  of  Monrovia.  Some 
of  his  current  involvements  include  serving  as 
president  of  the  Federal  Land  Bank  in  Rialto. 
He  also  serves  on  the  American  Association 
of  Medical  Milk  Producers  and  Operating 
Committee.  In  addition  he  has  been  honored 
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for  his  varied  achievements  by  many  Califor- 
nia State  assemblymen  and  senators. 

Mr.  Speaker,  I  think  the  reasons  for  honor- 
ing the  Stueve  family  are  clear.  They  repre- 
sent the  great  entrepreneurial  force  that  has 
made  America  the  strong  and  spirited  country 
it  is  today.  In  their  quest  for  success,  they 
have  not  forgotten  the  backbone  of  our 
Nation,  the  family.  I  am  proud  indeed  to  repre- 
sent a  family  like  the  Stueves,  and  I  congratu- 
late them  on  being  the  deserving  recipients  of 
the  "Dairymen  of  the  Year"  award. 


23849 

have  developed  such  "roots"  in  New  York. 
We  are  discussing  young  men  wtK>  will  prove 
to  be  assets  to  our  society. 

These  are  gifted  young  men,  who  have 
known  tremendous  loss  in  their  short  lives.  I 
can  see  no  purpose  in  having  them  return  to 
their  native  land,  in  which  they  have  not  lived 
for  more  than  7  years,  and  in  light  of  the 
senseless,  tragic  manner  in  which  they  were 
left  orphans.  I  respectfully  request  that  H.R. 
5016  be  passed  and  that  Sueng  Ho  and 
Sueng  II  Jar>g  be  granted  permanent  residen- 
cy in  the  United  States. 


SUPPORT  OF  H.R.  5016  (FOR  THE 
RELIEF  OF  SUENG  HO  JANG 
AND  SUENG  IL  JANG) 


HON.  MARIO  BIAGGI 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  BIAGGI.  Mr.  Speaker,  as  author  of  H.R. 
5016,  I  rise  in  support  of  its  passage  and  ask 
that  my  colleagues  assist  in  having  this  legis- 
lation become  law.  I  believe  that  this  bill  is 
worthy  of  consideration  at  this  time  as  it  in- 
volves the  future  of  two  promising  young  men, 
who  have  known  tremendous  sorrow  in  their 
short  lives. 

H.R.  5016  was  drafted  shortly  after  Korean 
Air  Line  flight  No.  007  was  shot  down  over  the 
Sea  of  Japan  on  September  1,  1983.  Included 
in  the  269  passengers  and  crew  members 
who  lost  their  lives  on  that  ill-fated  flight  were 
the  parents  and  two  younger  brothers  of  the 
two  young  men  on  whose  behalf  I  have  intro- 
duced this  bill. 

The  Jang  family  had  come  to  the  United 
States  under  the  terms  of  the  Treaty/Trade 
Agreement  and  had  been  issued  E-1  visas. 
They  had  been  in  New  York  for  4  years, 
where  Mr.  Jang  had  been  the  chief  mechanic 
for  Korean  Air  Lines.  He  was  called  back  to 
his  native  land  by  the  company  in  August 
1983,  however,  had  wanted  his  two  elder 
sons  to  remain  in  the  United  States  to  com- 
plete their  education.  This  too  was  the  dream 
of  these  two  young  boys. 

Not  only  did  these  youngsters  lose  their 
parents  and  brothers  on  that  dari<  day,  but 
their  dream  of  completing  their  education  in 
the  United  States  was  shattered  as  well. 
Under  the  terms  of  the  Treaty/Trade  Agree- 
ment, their  visas  became  invalid  with  the 
death  of  their  father.  They  were  informed  that 
they  no  longer  had  any  status  in  the  United 
States  and  would  have  to  return  to  Korea. 

H.R.  5016  would  permit  these  two  young 
men  to  remain  in  the  United  States  as  perma- 
nent residents.  They  have  lived  here  now  for 
a  total  of  7  years  and  have  come  to  think  of 
the  United  States  as  their  home.  They  are 
now  enrolled  and  studying  at  fine  institutions, 
where  they  have  excelled.  The  elder  of  the 
two  is  in  an  Economics  Masters  Degree  Pro- 
gram at  New  York  University,  while  the  young- 
er is  studying  at  the  Cooper  Union,  where  he 
had  been  accepted  based  solely  on  his  ex- 
ceptional artistic  ability. 

Nothing  will  ever  take  away  the  pain  and 
loss  these  young  men  have  experienced,  and 
I  firmly  believe  that  nothing  positive  will  come 
of  their  having  to  return  to  Korea,  after  they 


THE  TEACHING  OF  VALUES 


HON.  CHARLES  E.  BENNEH 

•    OF  FLORIDA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  BENNETT.  Mr.  Speaker,  I  call  attention 
to  the  following  editorial  entitled,  "The  Teach- 
ing of  Values"  from  the  Boston  Globe  of  Sep- 
tember 2,  1986.  Congress  has  had  a  degree 
of  leadership  in  this  matter  as  well  as  the  ad- 
ministration. Legislation  has  been  passed  in 
recent  years  which  made  block  grants  money 
available  for  educational  developments  along 
tfie  line  discussed  in  this  editorial.  Congress 
itself  has  set  up  ethics  committees  for  itself 
and  considered  ethical  problems  with  regard 
to  campaign  financing  and  many  other  mat- 
ters, all  of  which  would  not  have  been  given 
very  much  attention  some  years  back. 
[Prom  the  Boston  Globe,  Sept.  2,  1986] 
The  Teaching  of  Values 

As  the  nation's  schools  reopen  this  week, 
the  teaching  of  values  in  the  classroom  is 
finding  renewed  favor.  New  York  Governor 
Mario  Cuomo  has  joined  President  Reagan 
and  Education  Secretary  William  Bennett 
in  urging  the  nation's  teachers  to  enrich  the 
moral  content  of  what  they  teach. 

Youngsters  face  moral  choices  of  increas- 
ing complexity.  Ideally,  the  schools  should 
help  students  choose  the  wiser  course  of 
action.  There  is  a  consensus  that  this  can  be 
done  without  contravening  the  Supreme 
Court's  restrictions  on  the  teaching  of  reli- 
gion in  the  public  schools. 

Cuomo  distinguishes  Ijetween  explicitly 
religious  values  and  civic  values,  such  as  re- 
spect for  the  law  and  the  environment  and 
opposition  to  drug  addiction  and  vandalism. 
This  is  probably  a  valid  distinction  which  a 
competent  teacher  could  successfully  main- 
tain. It  has  to  be  recognized,  however,  that 
the  subject  of  values  is  a  potential  minefield 
of  controversy. 

The  family  is  normally  the  incubator  of  a 
child's  values.  A  school  can  reinforce  those 
values.  It  is  more  difficult  for  a  school  to  in- 
culcate values  that  the  society  nominally 
shares  but  which  many  families  in  reality  do 
not  practice. 

Nevertheless,  well-run  schools  and  inspir- 
ing teachers  can  l)e  a  shaping  force  in  chil- 
dren's lives  even  if  they  come  from  problem- 
ridden  homes.  Indeed,  for  some  children 
from  unhappy  homes,  school  becomes  an 
oasis  of  order  and  tranquility  in  a  disor- 
dered world. 

Homes  and  schools  have  a  giant  rival.  Tel- 
evision is  today's  most  powerful  teacher.  Al- 
though television  could  \x  a  teaching 
medium,  it  has  developed  in  this  country  as 
a  medium  for  selling  products  by  providing 
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amusement.  It  encourages  passivity  and  es- 
capism which  are  of  no  help  to  students 
who  need  to  learn  self-discipline  and  to 
postpone  gratification  if  they  are  to  com- 
plete the  long,  serious  task  of  getting  an 
education. 

Americans  have  faith  in  education.  It  is 
central  to  this  country's  sense  of  itself  as  a 
land  of  opportunity.  Schools  still  perform 
their  great  mission  of  keeping  open  the 
doors  of  hope.  But  too  much  should  not  be 
asked  of  them.  Living  by  sound  values  and 
passing  them  on  to  the  next  generation  are 
the  work  of  the  whole  society.  If  adults  take 
drugs,  commit  white  collar  crime,  or  lead 
lives  of  self-indulgence,  they  cannot  look  to 
their  schools  to  provide  their  children  with 
better  values. 


BUFFALO  BANKS  LOW  INTER- 
EST RATE  CREDIT  CARD 
WORTHY  OF  PRAISE:  OTHER 
FINANCIAL  INSTITUTIONS 

SHOULD  FOLLOW  SUIT  OR 
FACE  FEDERAL  LEGISLATIVE 
ALTERNATIVES 


HON.  JOHN  J.  LaFALCE 

OF  NEW  YORK 
IN  THE  HOnSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  LaFALCE.  Mr.  Speaker,  as  the  public 
debate  continues  on  legislative  alternatives  to 
astrorromically  high  credit  card  interest  rates,  I 
wanted  my  colleagues  to  be  aware  of  the 
commendable  action  taken  in  this  area  by  the 
Key  Bank  of  Western  New  York,  headquar- 
tered in  Buffalo.  Specifically.  Key  Bank  has 
decided  to  offer  its  customers  a  credit  card 
with  a  9.9  annual  percentage  rate.  This  rate  is 
less  than  half  the  21  percent  annual  rate  still 
being  charged  by  many  financial  institutions 
on  their  credit  cards 

Key  Bank  will  guarantee  the  9.9  annual  per- 
centage rate  on  its  credit  card  for  over  a 
year— through  the  end  of  1987.  In  addition  to 
the  9.9  percent  annual  rate,  Key  Bank's  credit 
card  would  have  a  S25  annual  fee.  Also,  indi- 
viduals applying  for  the  credit  card  would  be 
subject  to  a  customary  credit  check. 

Mr.  Speaker,  Key  Bank  has  taken  a  bold 
and  much-needed  step  to  give  consumers  a 
fair  break  in  the  area  of  credit  card  interest 
rates.  The  fact  that  most  financial  institutions 
have  failed  to  lower  their  credit  card  interest 
rates  at  a  time  when  their  own  cost  of  money 
has  fallen  dramatically  is  unconscionable. 
Attef  all,  the  Federal  Reserve  Board  has  low- 
ered the  discount  rate— the  rate  it  charges 
banks  to  twrrow  money— four  times  this  year. 
It  is  now  5'/2  percent. 

I  am  delighted  that  it  is  a  western  New  York 
bank  that  has  chosen  to  lead  the  way  in  low- 
ering consumer  credit  card  interest  rates  to 
more  reasonable  levels.  In  my  view,  if  Key 
Bank  can  offer  a  9.9  percent  interest  rate  on 
credit  cards,  then  other  banks  should  be  able 
to  offer  that  rate  or.  at  the  very  least,  come 
close  to  it.  Financial  institutions  should  stand 
up  and  take  notice  of  this  action.  If  they  con- 
tinue to  ignore  the  reality  of  lower  interest 
rates  and  gouge  the  consumer  through  astro- 
nomically high  rates.  Congress  will  clearly 
pass  legislation  aimed  at  forcing  banks  to 
tower  tlx}se  rates. 
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The  House  Banking  Committee's  Subcom- 
mittee on  Financial  Institutions,  on  which  I 
serve,  recently  approved  legislation  which 
would  require  financial  institutions  to  more 
clearly  disclose  in  their  credit  card  advertise- 
ments and  solicitations  important  consumer 
information  about  their  credit  cards,  including 
the  annual  percentage  rate,  annual  fee,  and 
any  applicable  grace  period.  In  addition,  the 
House  Banking  Committee's  Consumer  and 
Coinage  Subcommittee  recently  considered 
legislation  that  would  palce  a  ceiling  on  credit 
card  interest  rates.  Although  the  subcommit- 
tee decided  not  to  report  the  legislation  to  the 
full  Banking  Committee  at  this  time,  there  are 
likely  to  be  future  efforts  in  Congress  to  cap 
credit  card  interest  rates  if  banks  do  not 
reduce  their  rates  in  response  to  market 
forces. 

Financial  institutions  should  look  carefully  at 
the  House  Banking  Committee's  actions.  If 
they  do  not  take  steps  soon  to  lower  their 
credit  card  interest  rates.  Congress  will  force 
them  to  do  so.  This  is  particularly  true  when  a 
western  New  York  bank  has  demonstrated 
that  it  is  feasible  for  banks  to  offer  reasona- 
ble, consumer-oriented  rates.  Mr.  Speaker,  it 
IS  my  hope  that  other  financial  institutions  will 
follow  suit  in  lowering  their  credit  card  interest 
rates. 


September  17,  1986 


MRS. 


MAE  GREENBERGS  lOOTH 
BIRTHDAY 


HON.  GARY  L.  ACKERMAN 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  ACKERMAN.  Mr.  Speaker,  I  rise  today 
to  celebrate  a  truly  wonderful  occasion:  the 
100th  birthday  of  Mrs.  Mae  Greenberg  of 
Forest  Hills,  NY. 

Mae  Greenberg  arrived  in  New  York  from 
her  native  Detroit  over  eight  decades  ago. 
She  married  the  late  Harry  Greenberg,  and 
modeled  sportswear  for  his  company.  They 
brought  into  the  world  a  daughter,  Anita,  who 
IS  survived  by  her  husband,  Harry  Himber, 
who  will  proudly  attend  the  birthday  party  that 
IS  being  held— at  Mrs.  Greenberg's  request— 
at  Forest  View  Nursing  Home,  where  she  has 
lived  for  the  past  2  years. 

Not  only  has  Mrs.  Greenberg  modeled,  but 
she  had  a  speaking  role  and  was  mentioned 
in  the  credits  of  the  movie  "PT  109." 

Today,  Mae  Greenberg  is  an  active  regis- 
tered voter,  and  remains  up  to  date  on  current 
events;  she  recently  gave  a  speech  on  Soviet 
Jewry.  She  feeds  her  interest  in  history  by 
reading  countless  biographies  and  autobiogra- 
phies. She  also  takes  part  in  her  immediate 
environment  as  an  active  member  of  the  Resi- 
dent Council  at  Forest  View. 

Mr.  Speaker,  Mae  Greenberg  represents 
American  life  at  its  best.  How  many  of  us, 
even  those  of  us  in  this  Chamber,  will  remain 
actively  involved  in  the  affairs  of  our  Nation 
30.  40,  50,  or  60  years  from  now?  Yet  here 
we  find  a  woman  who,  as  her  100th  birthday 
approaches,  not  only  votes  regularly,  but  also 
is  constantly  grounding  herself  in  history  as 
well  as  the  majoi  issues  of  our  day.  We  would 
do  well  to  look  to  her  as  an  example. 


Mr.  Speaker,  I  call  now  on  all  of  my  col- 
leagues in  the  U.S.  House  of  Representatives 
to  join  me  in  congratulating  Mrs.  Mae  Green- 
berg as  she  celebrates  her  100th  birthday, 
and  in  wishing  her  many  happy  returns  on  the 
day  and  many  more  rewarding  years  to  come. 


EXPLANATION  ON  ABSENCE 
DURING  CONSIDERATION  OF 
H.R.  5484,  THE  OMNIBUS  DRUG 
ACT 


HON.  JERRY  HUCKABY 

OF  LOUISIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  HUCKABY.  Mr.  Speaker,  due  to  the  fact 
that  Louisiana's  primary  is  September  27,  I 
was  in  my  congressional  district  last  Thursday, 
September  11,  attending  several  functions 
that  had  been  scheduled  for  weeks  in  ad- 
vance. So.  I  was  unable  to  cast  my  vote  on 
the  final  passage  of  H.R.  5484,  the  Omnibus 
Drug  Act.  Had  I  been  present,  I  would  most 
assuredly  have  voted  in  favor  of  final  passage, 
as  I  am  an  original  cosponsor  of  the  legisla- 
tion. I  had  asked  the  pair  clerks  to  pair  me 
"for."  but  it  IS  my  understanding  that  there 
was  no  Member  of  Congress  who  wanted  to 
be  paired  "agair^st."  so  they  were  unable  to 
pair  me.  As  such,  I  want  to  state  for  the 
record  that  I  strongly  support  H.R.  5484  and 
would  have  voted  in  favor  of  final  passage  of 
the  bill,  had  I  been  physically  here. 


THE  INTRODUCTION  OF  LEGIS- 
LATION TO  PREVENT  THE  DE- 
PARTMENT OF  DEFENSE  FROM 
ALTERING  EXISTING  MILI- 
TARY CARGO  PREFERENCE 
LAW  "OUR  NATION'S  SECURI- 
TY DEMANDS  STRONG  CARGO 
PREFERENCE' 


HON.  THOMAS  J.  MANTON 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  MANTON.  Mr.  Speaker,  today,  I  and  my 
distinguished  colleague  from  Virginia,  Mr. 
Bateman,  are  introducing  legislation  to  stop 
the  implementation  of  an  ill-advised  Depart- 
ment of  Defense  rule  which  would  devastate 
our  Nation's  merchant  marine  fleet  by  danger- 
ously meddling  with  existing  cargo  preference 
law. 

Eighty-two  years  ago.  Congress  passed  the 
Cargo  Preference  Act  of  1 904.  This  legislation 
requires  the  exclusive  use  of  U.S. -flag  vessels 
in  the  transportation  by  sea  of  military  cargoes 
unless  the  President  finds  the  rate  charged  for 
the  use  of  those  vessels  to  be  "excessive  or 
othen*/ise  unreasonable."  Congress  passed 
this  law  because  it  believed  a  viable  domestic 
fleet  offers  both  defense  and  commercial  ben- 
efits to  the  Nation. 

For  82  years  cargo  preference  for  military 
cargo  has  served  the  country  and  our  mer- 
chant marine  well  both  in  peacetime  and 
during  periods  of  national  emergency  and  war. 
This  law  has  stood  the  test  of  time,  and  it  has 
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remained  inviolate.  The  security  of  the  Nation 
has  rested  in  the  role  played  by  this  cargo 
preference  and,  until  now,  no  one  has 
deemed  to  challenge  the  underlying  principles 
of  cargo  prefernce  by  tampering  with  existing 
law. 

Yet,  the  Reagan  administration  has  contin- 
ually chosen  to  ignore  the  history  and  support- 
ing basis  for  this  longstanding  maritime  policy. 
In  only  the  latest  of  a  series  of  attacks  on  the 
American  merchant  fleet,  the  administration 
has  sought  to  undo  eight  decades  of  commer- 
cial and  national  security  benefits  ensured  by 
cargo  preference  for  military  cargo. 

First,  the  Department  of  Defense  attacked 
the  very  basis  of  cargo  preference  by  arbitrar- 
ily denying  access  by  Rainbow  Navigation, 
Inc.,  a  U.S.  flag  shipping  line,  to  the  Iceland 
trade.  Such  a  decision,  if  allowed  to  stand, 
would  deal  a  crushing  blow  to  this  domestic 
marine  corporation.  Fortunately,  two  Federal 
courts  found  in  favor  of  Rainbow  Navigation, 
confirming  that  the  rates  charges  were  neither 
excessive  nor  unreasonable  in  accordance 
with  the  law,  and  that  the  Secretary's  determi- 
nation in  this  regard  was  not  a  product  of  rea- 
soned decisionmaking. 

More  recently,  the  administration  took  a 
new  tact  in  attempting  to  scuttle  military  cargo 
preference— a  blatant  effort  to  circumvent  the 
court  ruling  and  congressional  Intent.  On  July 
28,  1986,  the  Department  of  Defense  pub- 
lished a  Notice  of  Proposed  Rulemaking 
[NPR]  which  will,  in  effect,  give  the  Secretary 
of  the  Navy  the  authority  to  unilaterally  waive 
the  Cargo  Preference  Act  of  1 904  on  a  case- 
by-case  basis.  This  rule  will  establish  rigid 
guidelines  that  would  unnecessarily  deny 
cargo  to  U.S.  flag  operators  and,  thereby, 
force  many  of  them  out  of  business. 

Mr.  Speaker,  the  elimination  of  cargo  prefer- 
ence for  military  cargo  would  have  a  deleten- 
ous  effect  on  the  viability  of  our  domestic  mer- 
chant marine.  We  are  already  witness  to  a  se- 
rious and  dangerous  decline  in  our  Nation's 
merchant  manne  fleet.  The  current  world-wide 
shipping  depression,  dunng  which  every  large 
operator  has  recorded  significant  losses,  has 
left  the  U.S.  merchant  marine  in  dire  straits. 
Since  1946,  the  U.S.  merchant  manne  has  de- 
clined from  more  than  3,000  ships  actively  en- 
gaged in  U.S.  ocean  borne  foreign  trade  to 
just  370  active  vessels  today.  Only  some  5 
percent  of  America's  trade  is  now  carried  on 
U.S.  flagships. 

The  current  U.S.  merchant  marine  would  be 
hard  pressed  to  support  the  Nation's  security 
requirements  in  time  of  national  emergency  or 
war.  Certainly  any  action  which  further  weak- 
ens our  domestic  fleet  would  only  erode  our 
Nation's  security  even  more.  Obviously,  the 
potential  loss  of  neariy  $200  million  the  U.S. 
fleet  earns  on  military  cargoes  through  exist- 
ing preference  laws  would  have  a  disasterous 
effect  on  this  already  strapped  industry  and 
further  weaken  the  active  ocean-going  U  S- 
flag  merchant  fleet. 

Mr.  Speaker,  this  bill  will  put  an  end  to  the 
Department  of  Defense's  frontal  assault  on 
our  cargo  preference  laws  and  our  Nation's 
security.  More  than  30  years  ago  President  Ei- 
senhower called  the  domestic  merchant 
marine  our  "Fourth  Arm  of  Defense."  We 
must  make  certain  that  this  fourth  arm  re- 


EXTENSIONS  OF  REMARKS 

mains  strong  and  in  working  order  now  and 
for  the  coming  decades. 


THE  CONGRESSIONAL  CAUCUS 
FOR  ETHIOPIAN  JE-WRY 


HON.  EDWARD  F.  FEIGHAN 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  FEIGHAN.  Mr  Speaker,  tomorrow,  Sep- 
tember 17,  1986,  rabbis  from  around  the 
United  States  will  gather  on  Capitol  Hill  for  a 
Rabbinic  Call  to  Conscience  on  the  subject  of 
Ethiopian  Jewry.  Rabbi  Bruce  N.  Abrams  of 
Temple  Ner  Tamid  in  Euclid,  OH,  along  with 
other  members  of  the  American  Rabbinic  Net- 
work for  Ethiopian  Jews,  participated  in  the 
planning  of  the  conference  and  will  be  in 
Washington  to  meet  with  Members  of  Con- 
gress. The  Call  to  Conscience  gives  us  an  op- 
portunity to  focus  cleariy  on  the  plight  of 
nearly  10,000  Jews  who  remain  inside  the 
famine-racked  Gondar  province  of  Ethiopia. 

Over  a  year  ago,  America  and  Israel  joined 
forces  to  rescue  8,000  Ethiopian  Jews  who 
had  escaped  from  the  famine  and  civil  war  of 
Ethiopia  to  the  arid  plains  of  the  Sudan. 
Acting  in  secret,  the  United  States  worked 
with  the  Israel  Government,  giving  them  the 
economic  and  military  support  needed  for  two 
airiifts— Operation  Moses  and  Operation 
Joshua. 

Those  rescue  missions  gained  notice 
around  the  worid.  But  in  the  Middle  East, 
Israel  and  the  United  States  were  roundly  criti- 
cized. The  Communist  Government  of  Ethio- 
pia demanded  that  the  liberated  Jews  be  re- 
turned The  Government  of  Libya  condemned 
us  and  asked  the  worid  community  to  retali- 
ate. The  Saudi  regime  added  their  voice  of 
condemnation. .  Even  Egypt's  Government, 
while  refraining  from  any  outnght  cnticism, 
failed  to  offer  either  words  or  efforts  in  sup- 
port of  the  rescue. 

Despite  the  attacks.  Americans  and  Israelis 
can  be  proud  of  the  rescue  mission.  Israel, 
suffenng  from  severe  economic  problems,  de- 
livered thousands  of  Ethiopians  from  sure 
starvation  and  offered  them  a  life  of  freedom 
and  opportunity  in  the  democratic  Jewish 
state.  As  William  Satire  noted  In  a  New  York 
Times  column  at  the  time:  "For  the  first  time 
in  history,  thousands  of  Black  people  are 
being  brought  into  a  country  not  in  chains,  but 
in  dignity,  not  as  slaves,  but  as  citizens." 

Today,  however,  many  Jews  in'  Ethiopia  still 
struggle.  Neariy  10,000  Ethiopian  Jews  remain 
in  Gondar  province.  They  are  mainly  women 
and  children,  the  elderly  and  the  infirm. 
Denied  the  opportunity  to  join  their  families  in 
Israel,  they  also  face  harassment  from  Ethio- 
pia's Government.  Hebrew  schools  have  been 
closed,  community  leaders  have  been  arrest- 
ed, and  the  special  permission  required  for 
holiday  gatherings  is  often  denied. 

The  Rabbinic  Call  to  Conscience  will  help 
Members  learn  of  the  suffering  that  Jews  in 
Ethiopia  are  encountering,  and  it  will  encour- 
age our  efforts  to  assist  all  those  who  contin- 
ue to  suffer  in  that  troubled  land.  At  the  same 
time,  I  would  like  to  commend  my  colleagues 
from  New  York,  Mr.  Solarz  and  Mr.  Gilman,  for 
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their  leadership  in  organizing  the  Congression- 
al Caucus  for  Ethiopian  Jewry.  This  caucus 
can  help  coordinate  activities  in  the  House  to 
assist  the  thousands  of  Jews  still  trapped  in 
Ethiopia  realize  their  dream  of  living  with  their 
families  and  loved  ones  in  Israel. 

May  I  take  this  opportunity,  Mr.  Speaker,  to 
urge  all  my  colleagues  to  join  in  this  humani- 
tarian effort. 


PERSONAL  EXPLANATION 


HON.  BYRON  L  DORGAN 

OF  NORTH  DAKOTA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  DORGAN  of  North  Dakota.  Mr.  Speaker, 
when  the  House  voted  on  final  passage  of  the 
Drug  Enforcement,  Education,  and  Control  Act 
(H.R.  5484)  on  September  11,  1986,  my  af- 
firmative vote  was  not  recorded  electronically 
for  inexplicable  reasons. 

I  was  present  and  voting,  as  I  was  on  all 
amendments  to  the  omnibus  drug  bill.  I  would 
like  the  record  to  show  that  my  vote  on  rollcall 
No.  378  should  have  been  registered  as 
"yea."  As  my  statement  at  H  6727  of  the  Sep- 
tember 1 1  Congressional  Record  clearly  in- 
dicates, I  am  a  strong  supporter  of  this  legisla- 
tion as  a  vehicle  for  stemming  the  rising  tide 
of  drug  abuse  in  this  country. 


AMENDMENTS  TO  FIFRA 


HON.  E.  THOMAS  COLEMAN 

OF  MISSOURI 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday.  September  16,  1986 

Mr.  COLEMAN  of  Missoun.  Mr.  Speaker, 
today,  I  am  submitting  two  amendments  to  the 
Federal  Insecticide.  Fungicide,  and  Rodenti- 
cide  Act  [FIFRA],  H.R.  2482  as  amended  by 
H.R.  5440,  to  close  a  potentially  dangerous 
gap  in  Federal  law  governing  the  storage  of 
suspended  or  canceled  pesticides. 

My  first  amendment  would  require  that  any 
producer,  exporter,  distnbutor.  or  seller  of  pes- 
ticides possessing  suspended  or  canceled 
pesticides  report  its  quantities  and  locations  to 
appropnate  local.  State,  and  Environmental 
Protection  Agency  [EPA]  officials. 

The  second  amendment  authorizes  EPA  to 
inspect  facilities  where  canceled  or  suspend- 
ed pesticides  are  stored.  Since  reporting  in 
and  of  Itself  is  not  sufficient  to  ensure  the 
safety  of  people  living  and  working  near 
stored,  suspended  or  canceled  pesticides.  I 
think  It  is  essential  to  give  EPA  the  authonty 
to  exercise  its  discretion  in  conducting  inspec- 
tions at  storage  facilities,  especially  in  cases 
where  there  is  long-term  storage  of  a  high 
volume  of  these  pesticides. 

Just  over  1  month  ago,  ethylene  dibromide. 
known  more  commonly  as  EDB,  was  discov- 
ered leaking  from  1-  and  5-gallon  containers 
in  the  basement  of  a  warehouse  in  St. 
Joseph.  MO.  The  leak  was  found  by  two  po- 
licemen who,  while  investigating  a  possible 
burglary,  were  overcome  by  the  fumes  of  this 
toxic  pesticide.  At  the  time,  the  only  govern- 
ment officials  who  knew  that  64,000  gallons  of 
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EDB  were  stored  at  this  warehouse  were  em- 
ployees of  the  EPA  Office  of  Pesticides  here 
in  Washington.  Local  fire  and  health  officials 
were  unaware  of  the  presence  of  the  EDB. 
Officials  of  the  Missouh  Department  of  Natural 
Resources  and  regional  EPA  officials  did  not 
know  of  the  location  of  the  stored  pesticide. 
Had  there  been  a  fire  at  this  warehouse,  the 
responding  firefighters  would  not  have  known 
that  EDB  and  245-T  were  involved  and  that 
ttiey  had  a  chemical  fire  on  their  hands.  A  fire 
at  this  warefK}use  could  have  caused  serious 
injury  and  have  had  long-term  environmental 
consequences. 

In  the  near  future,  EPA  will  be  reviewing  the 
registratk>n  of  a  multitude  of  pesticides  for  re- 
newal and  they  predict  that  many  will  be  sus- 
pended. The  amendments  I  will  offer  to  FIFRA 
are  timely  and  necessary  to  provide  for  the 
future  protectk>n  of  all  of  our  communities. 


SAN  FRANCISCO'S  MASAYA 
KAKEBA  BUILDING 


HON.  SALA  BURTON 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mrs.  BURTON  of  California.  Mr.  Speaker,  on 
August  11,  1986,  a  branch  of  the  Department 
of  Social  Services  of  the  city  and  county  of 
San  Framisco  moved  to  a  new  facility  located 
at  1440  Harrison  Street.  This  new  building  is 
dedicated  to  the  memory  of  one  of  the  depart- 
ment's most  able  and  devoted  employees,  the 
late  Masaya  Kakebe.  I  would  like  to  share  with 
my  colleagues  the  life  and  accomplishments 
of  Mr.  Kaket>e  at  this  time. 

Masaya  Kakebe  was  born  on  Janurary  30, 
1930,  in  San  Francisco.  His  parents,  both 
Isseis— first  generation  Japanese-Americans— 
were  early  immigrants  to  the  United  States. 
His  mother  was  originally  from  the  Fukuoka 
Prefecture  and  his  father  was  from  the  Yama- 
guchi  Prefecture  in  Japan.  Masaya  was  edu- 
cated in  his  early  years  through  the  San  Fran- 
cisco public  school  system,  until  the  declara- 
tion of  World  War  II  in  1941  when  he,  his  par- 
ents, and  his  sister  May,  were  forced  with 
110,000  other  Americans  of  Japanese  ances- 
try into  relocation  camps  spread  out  through 
the  deserted  and  desolate  parts  of  the  West- 
ern United  States.  The  Kakebe  family  was  re- 
located first  to  the  Pomona  Assembly  Center 
and  finally  to  the  Heart  Mountain  Relocation 
Center  near  Cody.  WY,  where  they  remained 
until  September  1 945. 

Like  many  other  Nisei  and  Issei  families,  the 
Kakettes  returned  to  San  Francisco  after  the 
war  where  Masaya  continued  his  education  at 
Commerce  High  School.  He  attended  the  City 
College  of  San  Francisco  and  the  University 
of  California  at  Berkeley.  Upon  completion  of 
his  degree  in  business  administration,  Masaya 
served  2  years  with  the  Corps  of  Engineers  in 
the  U.S.  Army  Air  Force.  He  returned  to  the 
Bay  Area  after  his  military  service  and  attend- 
ed night  school  at  the  Golden  Gate  University 
while  he  worked  at  Laguna  Honda  General 
Hospital  as  an  accountant  during  the  day. 

Mr.  Kakebe  embarked  upon  what  was  to  be 
an  outstanding  career  in  public  service  in  San 
Frar)cisco.  Through  the  years,  his  accomplish- 
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ments  gained  him  various  positions  of  increas- 
ing responsibility  in  the  city:  Administrative  as- 
sistant at  Laguna  Honda,  senior  accountant 
with  the  comptroller,  assistant  administrator  of 
San  Francisco  General  Hospital.  In  1969,  Mr. 
Kakebe  came  to  the  Department  of  Social 
Services  as  director  of  administrative  services 
and  was  promoted  to  assistant  general  man- 
ager in  1976. 

Masaya  Kakebe  also  served  the  Japanese- 
American  Community  in  San  Francisco.  He 
was  an  active  member  of  the  board  of  direc- 
tors of  the  San  Francisco  Japanese-American 
Citizens  League.  He  served  as  a  resource 
person  for  the  Kimochi.  Inc.,  providing  guid- 
ance and  information  on  social  service  and 
other  human  resource  programs  for  the  Issei 
and  Nisei. 

Masaya  Kakebe  is  remembered  with  re- 
spect and  affection  as  a  man  of  unchallenged 
integrity,  compassion,  and  sincere  dedication 
to  the  service  of  those  who  were  less  fortu- 
nate. He  was  a  civil  servant  who  truly  believed 
in  the  "privilege  of  public  service"  and  demon- 
strated for  many  that  the  exercise  of  judg- 
ment, talent,  and  caring  does  make  a  differ- 
ence in  a  bureaucracy. 

In  the  dedication  of  this  new  building,  the 
Department  of  Social  Services  is  proud  to 
honor  Masaya  Kakebe  and  the  principles  for 
which  he  stood.  I  hope  that  my  colleagues  will 
feel  as  honored  as  I  in  remembering  Masaya 
Kakebe  in  this  way. 


September  17,  1986 


BERT  AND  EVA  SKILES:  50 
GOLDEN  YEARS  TOGETHER 


HON.  MERVYN  M.  DYMALLY 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  DYMALLY.  Mr.  Speaker,  on  November 
15  of  this  year  Bert  and  Eva  Skiles  will  cele- 
brate their  50th  wedding  anniversary.  I  want  to 
take  a  moment  to  wish  them  the  best  for  their 
next  50  years  and  hope  that  we  might  all  be 
as  lucky  as  they. 

Many  of  my  colleagues  know  that  I  was  a 
teacher  before  entering  political  life.  I  am  es- 
pecially mindful  of  this  milestone  in  Bert  and 
Eva's  life  because  of  the  quarter  century  that 
Bert  and  Eva  have  dedicated  to  public  educa- 
tion in  the  Orange  Unified  School  District  In 
southern  California.  For  all  that  time,  Bert  was 
an  elected  member  of  the  school  board.  All  of 
us  in  political  life  know  what  an  accomplish- 
ment it  is  to  have  the  voters  return  us  to  their 
service  continuously  over  that  long  a  period. 
Anyone  so  fortunate  is  obviously  doing  some- 
thing right  for  the  constituents.  Eva  and  Bert 
are  both  deeply  committed  to  giving  our  chil- 
dren the  best  education  possible.  And  over 
their  adult  lifetimes,  they  have  put  their  effort 
where  their  commitment  Is.  For  my  money, 
that  is  deserving  of  the  highest  commenda- 
tion. Our  children  are  our  best  hope  for  the 
future.  Through  their  work  in  the  education  of 
our  children,  Bert  and  Eva  have  done  much  to 
shape  a  bright  future  for  all  of  us. 

I  am  sure  the  two  of  them  are  not  expecting 
to  have  their  accomplishments  recognized 
here  in  the  U.S.  House  of  Representatives. 
But  they  have  both  long  been  keenly  interest- 


ed in  politics,  and  follow  State  level  politics 
especially  carefully.  This  will  be  a  well  de- 
served and  pleasant  surprise  for  them.  I  think 
it  especially  fitting  that  these  two  people  who 
exemplify  the  best  In  citizenship,  the  best  in 
family  tradition,  the  best  in  participatory  de- 
mocracy be  recognized  here  In  tfie  seat  of 
that  representative  government  which  their  re- 
sponsible citizenship  has  helped  to  make  pos- 
sible. Bert  and  Eva,  we  in  your  House  of  Rep- 
resentatives salute  with  admiration  your  50 
productive  years  together.  May  you  have  at 
least  50  more. 


POW/MIA  RECOGNITION  DAY 


HON.  BENJAMIN  A.  GILMAN 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  GILMAN.  Mr.  Speaker,  It  is  now  13 
years  and  8  months  since  American  involve- 
ment In  the  tragic  conflict  In  Southeast  Asia 
came  to  an  end.  Over  1 1  years  have  elapsed 
since  the  fall  of  Saigon  to  the  Communists. 

And  yet,  today,  we  still  do  not  know  the 
fates  of  more  than  2,400  American  heroes 
who  never  returned  home  from  that  conflict. 

We  In  Congress  have  designated  this 
coming  Friday,  September  19,  1986,  as  Na- 
tional POW/MIA  Recognition  Day. 

This  is  an  appropriate  time  for  our  veterans 
and  service  organizations  through  our  Nation 
to  conduct  appropriate  ceremonies  in  honor  of 
our  missing  heroes.  It  Is  a  time  too  for  our 
schools,  our  educational  Institutions,  and  serv- 
ice groups  to  remind  our  Nation  and  the  world 
that  2,400  Americans  are  still  missing  In 
action. 

Most  importantly,  it  is  time  that  we.  In  Con- 
gress, let  the  administration  know  that  we  fully 
support  its  efforts  to  resolve  this  ssue,  and  to 
send  Hanoi  a  united  signal  that  relations  be- 
tween their  nation  and  the  free  world  will  not 
be  noxmallzed  until  all  of  our  American  heroes 
are  fully  accounted  for. 


ESTABLISH  POVERTY  POINT  AS 
A  NATIONAL  MONUMENT 


HON.  JERRY  HUCKABY 

OF  LOUISIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  HUCKABY.  Mr.  Speaker,  today  I  am  in- 
troducing a  bill  to  designate  Poverty  Point  In 
the  State  of  Louisiana  as  a  national  monu- 
ment. Poverty  Point,  located  In  my  congres- 
sional district,  is  the  site  of  the  eariiest  aborigi- 
nal culture  group  yet  discovered  in  the  lower 
Mississippi  Valley,  dated  between  700  and 
1 700  B.C.  This  400-acre  area  contains  a  com- 
plex of  manmade  earthen  mounds,  with  the 
central  group  consisting  of  six  rows  of  con- 
centric octagonal  ridges,  5  to  10  feet  high. 
The  dominant  feature  of  the  site  is  a  great 
effigy  mound,  depicting  a  spectacular  bird  in 
flight.  It  measures  about  700  by  800  feet  at  Its 
base  and  rises  about  60  feet  into  the  air.  It  Is 
unknown  for  what  purpose  these  structures 
served,   but  their  age,   size,   and  character 
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clearly  place  them  among  the  more  significant 
archeological  finds  in  America  today. 

The  people  who  fashioned  Poverty  Point 
had  probably  migrated  to  this  part  of  the  world 
from  Asia  via  the  Bering  Strait  and  Alaska.  An 
apt  comparison  can  be  made  to  the  Egyptians 
who  dragged  huge  stones  across  the  desert 
to  build  the  great  pyramids;  it  has  been  esti- 
mated that  some  5  million  man-hours  were 
devoted  to  building  these  massive  structures 
at  Poverty  Point,  with  these  ancient  laborers 
carrying  the  earth  to  the  site  in  baskets  of 
about  a  50-pound  capacity. 

One  of  the  remarkable  aspects  of  this  cul- 
ture was  the  people's  efforts  to  import  materi- 
als from  great  distances  and  their  ability  to 
adapt  to  the  environment.  Hard  brick-like  clay 
balls  were  fashioned,  heated,  and  used  for 
cooking  because  there  were  no  stones  avail- 
able at  Poverty  Point  for  this  purpose.  Flint 
knives  and  spears  were  made  from  stones 
from  30  miles  away,  and  soapstone  vessels 
were  made  of  material  from  the  mountains  of 
North  Carolina  500  miles  away.  There  are 
many  other  rich  archeological  treasures  at 
Poverty  Point,  such  as  a  unique  crematory  site 
and  a  museum  display  of  weapons  that  pre- 
date the  bow  and  arrow. 

One  of  the  most  important  finds  was  the 
discovery  of  post  holes— carbon  deposits— 
which  indicate  the  placement  of  posts  that 
were  used  in  sightings  of  the  autumnal  and 
vernal  equinoxes,  as  well  as  the  summer  and 
winter  solstices. 

This  could  prove  a  link  to  Stonehenge  in 
England,  thereby  dating  Poverty  Point  back 
many  more  thousands  of  years  and  complete- 
ly changing  ancient  history  as  it  is  being 
taught  today. 

I  have  had  a  continuing  interest  in  affording 
Poverty  Point  some  kind  of  Federal  protection 
since  1977.  However,  the  State  of  Louisiana 
did  step  in  soon  after  and  declared  the  site  as 
a  State  commemorative  area. 

Because  of  the  sehous  financial  situation 
our  great  State  is  in  right  now,  it  is  unfortunate 
that  the  State  government  was  forced  to  close 
all  its  commemorative  areas  September  1. 
There  is  only  a  roving  maintenance  and  secu- 
rity crew  to  oversee  all  our  commemorative 
areas,  and  the  public  has  no  access  to  Pover- 
ty Point. 

Poverty  Point  is  already  on  the  list  of  Na- 
tional Historic  Places  and  is  recognized  as  a 
historical  national  landmark  by  the  National 
Park  Service.  It  is  considered  nationally  signifi- 
cant by  the  standards  set  in  the  Historic  Act 
of  1 935  and  by  its  accessibility,  suitability,  and 
feasibility  aspects.  I  cannot  foresee  any  objec- 
tions or  obstacles  to  establishing  Poverty 
Point  as  a  national  monument. 

Louisiana  State  Governor  Edwin  Edwards 
has  endorsed  my  proposal,  and  the  people  of 
Louisiana,  plus  visitors  to  our  State,  students, 
and  researchers  are  ovenwhelmingly  support- 
ive of  keeping  Poverty  Point  open  to  the 
public. 

Overall,  I  think  we  need  to  provide  ade- 
quate protection  to  this  valuable  resource,  so 
steeped  In  historical  and  archeological  infor- 
mation. Although  there  is  little  legislative  time 
left  this  year,  this  bill  is  noncontroverslal  and 
straightfonward.  I  urge  its  quick  consideration 
and  approval  by  Congress. 
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PHILIPPINES  SUGAR  QUOTA 
LEGISLATION 


HON.  JOHN  P.  MURTHA 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  MURTHA.  Mr.  Speaker,  as  a  member  of 
the  Defense  Appropriations  Subcommittee,  I 
have  long  been  concerned  about  a  strong  na- 
tional defense.  For  this  reason,  I  have  had  a 
long-time  interest  in  the  Clark  Air  Force  Base 
and  the  Subic  Bay  Naval  Base  in  the  Philip- 
pines. 

My  interest  in  the  Philippines  was  further  in- 
creased last  February  when  President  Reagan 
asked  me  to  be  cochairman  of  the  official  U.S. 
delegation  with  Senator  Richard  Lugar  of  In- 
diana to  observe  the  February  7  presidential 
election  in  the  Philippines.  My  observations  of 
the  Philippine  election  and  what  has  tran- 
spired since  significantly  affected  me.  I  saw  a 
courageous  woman  campaigning  for  the  presi- 
dency against  all  odds.  But  her  courage,  hon- 
esty, intelligence,  and  sincerity  enabled  her  to 
overcome  these  overwhelming  odds.  Even 
when  it  appeared  the  election  was  being 
stolen  from  her  through  fraud,  the  Filipino 
people  stood  behind  her  to  restore  Democra- 
cy, and  the  American  Government  stood 
strong  and  proud  for  Democracy. 

Now,  Mr.  Speaker,  as  the  new  President  of 
the  Philippines,  Corizon  Aquino,  is  in  Washing- 
ton, DC,  to  seek  our  assistance,  she  is  facing 
monumental  economic  problems  and  I  want  to 
assist  her  in  every  way  I  can  to  rebuild  a 
strong  Democracy  in  the  Philippines. 

The  best  way  is  to  give  her  much-needed 
economic  assistance.  One  of  the  fastest  ways 
to  assist  economically  is  to  restore  the  Philip- 
pine sugar  quota.  Last  week,  I  introduced  leg- 
islation, H.R.  5512,  to  accomplish  this.  The 
Philippines  has  been  our  oldest  supplier  of 
sugar.  Pnor  to  1960,  we  purchased  all  our 
sugar  from  Cuba  and  the  Philippines.  Howev- 
er, when  Cuba  went  Communist  under  Fidel 
Castro,  we  withdrew  their  quota  and  reallo- 
cated it  to  30  other  foreign  countries.  Still,  the 
Philippine  quota  remained  the  backbone  of 
our  sugar  supply.  Under  President  Kennedy, 
the  Philippine  quota  was  28.3  percent  of  all 
our  sugar  imports.  Under  President  Johnson,  it 
was  27.6  percent,  under  President  Nixon,  26.1 
percent  and  under  President  Ford  25.6  per- 
cent. In  other  words,  from  1961-75  the  Philip- 
pine sugar  quota  averaged  26.9  percent  of  all 
our  sugar  imports.  However,  in  1982,  when 
sugar  quotas  were  reimposed  and  a  faulty  for- 
mula was  used,  the  Philippine  quota  was  un- 
fairiy  and  drastically  cut  in  half  to  13.5  per- 
cent. 

To  demonstrate  how  unfair  the  allocation 
proved  to  be,  the  formula  allotted  sugar 
quotas  to  Canada,  Peru,  and  Ecuador,  even 
though  none  of  these  nations  can  produce 
enough  sugar  to  provide  for  their  own  needs. 
Since  the  allocation  in  1982,  Peru  has  con- 
sumed 1,869,000  tons  of  sugar.  They  have 
not  been  able  to  produce  this  amount  and 
have  had  to  purchase  the  remainder.  Ecuador 
has  produced  200,000  tons  less  than  they 
have  consumed.  However,  the  greatest  exam- 
ple of  the  injustice  of  the  1982  quota  alloca- 
tions is  Canada.  Canada  is  one  of  the  world's 
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largest  Importers  of  sugar  and  they  buy  nearly 
all  their  sugar  from  Cuba.  From  1 982  to  1 985, 
Canada  consumed  3,142,000  tons  of  sugar. 
During  this  same  period,  they  produced  only 
about  300,000  tons  of  sugar;  less  than  1 0  per- 
cent of  their  needs,  "/et  we  gave  and  continue 
to  give  them  a  sugar  quota.  All  three  coun- 
tries, Canada,  Peru,  and  Ecuador,  have  pur- 
chased sugar  from  Cuba  and  resold  it  to  the 
United  States  even  though  we  refuse  to  buy 
sugar  from  Cuba  directly.  Today  the  world 
market  price  is  6t  per  pound  and  the  U.S. 
price  IS  20c  per  pound.  A  U.S.  sugar  quota  is 
extremely  valuable. 

Further,  when  we  are  paying  a  big  subsi- 
dized price  to  foreign  countries,  it  doesn't 
make  sense  to  subsidize  developed  countries 
like  Canada,  Australia,  and  South  Africa.  The 
legislation  I  introduced  last  Fnday  provides 
that  all  U.S.  sugar  imports  will  come  from 
friendly  developing  countries  who  are  net  ex- 
porters of  sugar.  This  would  make  available 
enough  quota  to  fully  restore  the  Philippine 
percentage  to  its  historical  27  percent.  Fur- 
ther, depending  upon  the  U.S.  support  price 
and  the  world  market,  this  increase  in  quota 
would  mean  anywhere  from  S30  million  to  S60 
million  in  economic  aid  annually  during  the 
balance  of  the  sugar  program  and  would  not 
cost  the  taxpayer  a  cent. 

We  will  always  buy  sugar  from  countries 
abroad.  Should  we  buy  from  an  aMy.  support- 
er, and  net  exporter?  Or  should  we  buy  from  a 
fully  developed  country  with  prosperous  and 
sound  economic  development  that  buys  sugar 
from  Cuba? 

Chairman  Arsenio  Yulo  of  the  Philippine 
Sugar  Regulatory  Administration  visited  me 
several  times  regarding  the  need  to  restore 
the  Philippine  sugar  quota.  He  has  pointed  out 
that  5  million  people  in  the  Philippines  are  de- 
pendent on  sugar  and  the  Communist  rebels 
are  making  their  greatest  gains  in  the  sugar 
areas  where  unemployment  and  starvation  are 
everywhere.  Chairman  Yulo  said  restoring  the 
sugar  quota  is  the  best  way  to  fight  commu- 
nism in  Negros  and  Panay  and  would  be  more 
effective  than  any  other  single  action  the 
United  States  could  take.  I  am  hopeful  we  can 
take  this  small  step  forward  in  assisting  the 
courageous  new  President  whom  we  will  wel- 
come to  a  joint  session  of  Congress  on  Thurs- 
day and  her  loyal  and  dedicated  citizens  who 
have  proven  themselves  to  be  great  friends  of 
the  United  States  dunng  World  War  II,  the 
Korean  war,  the  Vietnam  war,  as  well  as 
dunng  peacetime. 

I  urge  you  to  join  me  in  supporting  this  leg- 
islation. 

Thank  you. 


LET  THE  TRUTH  COME  OUT 


HON.  WILUAM  0.  UPINSKI 

OF  ILLINOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16.  1986 
Mr.  LIPINSKI.  Mr.  Speaker,  I  believe  it  is 
time  the  Government  of  India  lift  the  current 
information  blackout  on  the  Punjab  and  allow 
the  Sikh  people  the  freedom  to  practice  their 
religion  and  live  their  lives  in  peace.  With  the 
only  source  of  news  being  the  Government- 
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controlled  media,  dangerously  little  Is  known 
about  what  is  actually  going  on  in  the  Punjab. 
an  area  wtiere  most  of  India's  1 5  million  Sikhs 
live.  Eyewitness  reports  of  religious  and  cultur- 
al persecution,  of  arbitrary  arrest  and  detain- 
ment and  the  mass  murder  have  conflicted 
sharply  with  official  statements  regarding  the 
treatment  of  Sikhs. 

Sikhs  are  a  hard-working,  industrious  and 
peace-loving  people.  They  produce  60  percent 
of  total  Irvjian  wheat  reserves  bought  by  the 
Government  and  are  largely  responsible  for 
the  "green  revolution"  that  has  allowed  India, 
in  recent  years,  to  become  a  net  exporter  of 
foodstuffs.  However,  with  the  bloody  June  6, 
1984  attack  on  the  holiest  of  Sikh  shhnes,  the 
Goklen  Temple,  the  Government  has  at- 
temped  to  portray  the  large  majority  of  Sikhs 
as  terrorists  and  extremists  t}ent  on  the  violent 
creatksn  of  ttie  independent  state  of  Khallstan. 
Since  all  other  news  sources  are  so  scarce.  It 
is  not  surprising  that  many  In  the  West  have 
essentially  accepted  wittKXJt  question  this  line 
of  reasoning  or  have  never  heard  of  the  Sikh 
plight. 

Or.  G.S.  Aulakh,  president  of  the  Interna- 
tional Sikh  Organization,  has  been  instrumen- 
tal in  presenting  the  otfier  side.  He  claims  the 
Indian  army  traps  Sikh  men  in  fake  encoun- 
ters in  order  to  provide  a  pretext  for  their 
deaths.  He  argues  that  the  Indian  Government 
infiltrates  Sikh  organizations  outside  the  coun- 
try In  order  to  discredit  them  as  extremist  and 
pursues  at  home  a  systematic  policy  of  cultur- 
al and  political  ger>ockJe.  He  asks  a  numt>er  of 
questions  that  I  think  need  to  be  answered: 
Why  does  the  Indian  Government  prohibit  for- 
eign journalists  from  covering  Punjab?  Why 
was  a  group  of  U.S.  Congressmen  denied  per- 
mission to  visit  ttie  area?  Why  is  the  book 
"Report  to  the  Nation:  Oppression  in  Punjab", 
published  by  the  largely  Hindu  Citizens  for  De- 
mocracy organization,  banned  In  India?  Why 
was  no  or>e  tried  for  the  murder  of  thousands 
of  Sikhs  In  Delhi  after  the  Gandhi  assassina- 
tion? 

The  most  important  point  here  Is  that  genu- 
ir)e  movement  toward  a  lasting  solution  for  the 
Sikh  nation  must  Include  real  freedom.  A  de- 
moaacy  cannot  functkjn  if  the  majority  tyran- 
nizes the  minority.  Similariy,  if  there  is  no  deep 
commitment  to  protecting  the  Sikh  minority  In 
India,  then  tragic  events  like  the  Golden 
Temple  seige  will  continue  to  divide  and  dis- 
rupt India.  I  appeal  to  Prime  Minister  Gandhi 
as  leader  of  the  largest  democracy  In  the 
world  to  work  toward  Implementing  those 
measures  that  would  end  the  vkilence  and 
strife  In  the  Punjab. 


ROMANI  DAY  OP 
REMEMBRANCE 


HON.  TOM  LANTOS 

OF  CALIFORNIA 
IM  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  LANTOS.  Mr.  Speaker,  today  we  sol- 
emnly observed  a  ceremony  of  remembrance 
for  the  peoples  of  RomanI,  the  Gypsies,  who 
were  arrther  racist  target  of  tfie  evil  Inspired 
Nazi  Holocaust  The  stories  of  the  deaths  of 
hundreds  of  thousands  of  Gypsies  at  Ausch- 
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witz  and  In  otfier  Nazi  concentration  camps 
are  only  beginning  to  be  told  The  genocide 
attempted  by  Hitler's  troops  was  planned  for 
both  Gypsy  and  Jew.  This  first  day  of  remem- 
t)ering  the  Gypsy  experience  in  the  Holocaust 
was  sponsored  by  the  United  States  Holo- 
caust Memorial  Council  In  association  with  the 
American  Rom  (Gypsy)  community.  I  submit 
for  the  Record  the  moving  and  scholariy 
speech  given  by  Prof.  Ian  Hancock,  specialist 
In  Rom  studies  at  the  University  of  Texas, 
Austin. 

I  was  just  a  child  when  the  Second  World 
War  ended.  But  I  remember  the  bomb  shel- 
ters, and  the  blackouts,  and  especially  the 
sirens  warning  of  air  attacks  from  the  Con- 
tinent. I  remember  the  devastation  those  at- 
tacks left  behind  in  London's  east  end;  the 
empty  shells  of  the  buildings  remained  long 
after  the  war. 

I  was  one  of  the  lucky  ones:  I  was  t>om  in 
Britain,  and  survived.  Relatives  of  mine  in 
Hungary  did  not;  by  1945,  over  half  a  mil- 
lion of  our  people  in  Europe  had  been 
slaughtered.  Those  of  us  Iwm  here  and  in 
Britain  must  thank  God  for  our  deliverance. 

German  prejudice  against  the  Romani 
people  dates  from  our  very  arrival  in  that 
part  of  Europe  in  the  fifteenth  century.  The 
methodical  persecution  which  eventually 
culminated  in  genocide  began  at  the  end  of 
the  last  century,  with  the  establishment  of 
the  Central  Office  for  Fighting  the  Gypsy 
Nuisance  in  Munich,  in  1899.  There  had  al- 
ready been  a  proposal  at  an  earlier  confer- 
ence on  what  was  called  the  "Gypsy  Pilth" 
to  round  up  and  put  into  detention  centers 
all  Gypsies  in  German  controlled  territories. 
By  the  1920s,  special  police  units  had  been 
created  to  keep  the  Romani  population 
under  constant  surveillance;  everywhere. 
Rom  and  Sinti  were  fingerprinted  and  pho- 
tographed, and  were  not  allowed  to  move 
about  the  land  without  special  passes. 

When  Hitler  came  to  power  in  1933.  he 
found  anti-Romani  laws  already  well  en- 
trenched, and  needing  only  refinement  by 
the  Nazis  to  turn  what  had  been  harass- 
ment and  bigotry  into  the  deadly  tool  of 
racism  and  murder.  In  that  same  year,  the 
very  first  year  of  Nazi  power,  German  Rom 
and  Sinti  became  victims  of  their  program 
to  eradicate  unwanted  elements  from  their 
new  society:  numbers  were  sterilized  and 
sent  to  camps  at  Dachau.  Dieselstrasse. 
Mahrzan  and  Vennhausen. 

In  1935.  the  Nuremberg  Law  for  the  Pro- 
tection of  Blood  and  Honor  made  unions  be- 
tween Gypsies  and  non-Gypsies  illegal  on 
racial  grounds;  a  Gypsy  was  defined  at  that 
time  as  anyone  having  as  little  as  one  eighth 
Romani  ancestry.  Ironically,  the  less 
Romani  blood,  a  Gypsy  had,  the  harsher 
was  his  treatment  at  the  hands  of  the  Ger- 
mans. 

In  1936.  Interpol  itself  supported  the  per- 
secution of  our  people  by  establishing  the 
International  Center  for  the  Fight  Against 
the  Gypsy  Menace,  an  office  which  was  not 
officially  closed  down  until  1970. 

A  Nazi  Party  proclamation  issued  in  1938 
stated  that  the  Gyspy  problem  was  categori- 
cally a  matter  of  race,  and  was  to  be  dealt 
with  in  that  light.  Johannes  Behrend, 
speaking  for  the  Party  a  year  later,  declared 
that  "elimination  without  hesitation"  was 
the  only  way  to  protect  the  Aryan  people 
from  racial  contamination  from  Sinti  and 
Rom.  In  that  year,  Gypsies  t>egan  to  be 
transported  to  concentration  camps  in 
Berlin  and  Poland.  The  same  l>egan  to  take 
place  in  the  Baltic  states,  Czechoslovakia, 
Hungary,  France,   Italy  and  the  Balkans. 
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Large-scale  round-ups  were  everywhere  in 
effect  by  1943;  by  April  that  year,  over 
10,000  Sinti  and  Rom  were  incarcerated  in 
Sachsenhausen  for  later  extermination.  In 
some  parts  of  Europe,  entire  Romani  popu- 
lations were  destroyed,  such  as  the  Layenge 
Rom  in  Estonia,  who  are  now  an  extinct 
people.  Elsewhere  in  Nazi-controlled  areas 
of  Europe,  as  many  as  70  and  80  percent  of 
the  resident  Romani  populations  were  ex- 
terminated. On  August  1st,  1944,  four  thou- 
sand of  our  people  were  murdered  at  Ausch- 
witz in  just  one  night. 

So  complete  was  the  Nazi  destruction  of 
the  Romani  people  in  Europe,  that  few  sur- 
vived to  tell  the  story.  Still  fewer  non-Gyp- 
sies seemed  even  to  care.  After  the  war,  no 
nation  came  forward  to  help  the  survivors, 
no  attempt  was  made  on  the  part  of  any 
government  or  philanthropic  organization 
to  help  reorient  them;  now  war  crime  repa- 
ration was  forthcoming,  no  invitations  ex- 
tended to  testify  at  any  of  the  war  crime  tri- 
bunals. 

Hitler's  methods  of  dealing  with  his 
Gypsy  Problem  included  at  first  banish- 
ment, then  sterilization,  and  finally  exter- 
mination. For  the  Romani  people,  the 
defeat  of  Nazism  did  not  bring  an  end  to 
&ny  of  these,  at  least  as  possible  solutions  in 
the  minds  of  the  authorities:  in  1981,  police 
systematically  rounded  up  and  expelled 
numbers  of  Rom  throughout  Poland,  aban- 
doning them  at  sea  without  the  papers  nec- 
essary for  them  to  return;  in  1976,  a  govern- 
ment proposal  in  Czechoslovakia  recom- 
mended that  the  sterilization  of  its  Romani 
population  would  be  an  act  of  "socialistic 
humanity";  Romani  Union  lawyers  have 
reason  to  believe  that  the  fingerprints  and 
photographs  in  the  files  of  the  Interpol 
office  which  was  officially  closed  in  1970, 
are  still  being  used  by  the  police  in  Germa- 
ny against  the  Rom.  The  contempwrary 
state  of  our  people  remains  very  critical, 
and  it  is  functions  such  as  this  Day  of  Re- 
membrance that  will  bring  the  larger  com- 
munity to  a  better  understanding  of  our  sit- 
uation. 

The  recognition  here  today  by  the  U.S. 
Holocaust  Memorial  Council  of  the  fate  of 
the  Rom  in  Hitler's  Europe,  marks  a  turning 
point  in  our  efforts  to  bring  it  to  the  atten- 
tion of  the  nation  and  of  the  world.  This  is  a 
very  special  day,  not  only  for  Romani  Amer- 
icans but  for  all  Americans.  With  the  com- 
pletion of  the  Memorial  Museum,  the  fuller 
story  of  the  Holocaust,  as  it  affected  all  of 
its  victims,  will  be  told.  We  are  at  the  begin- 
ning of  a  close  and  cooperative  working  rela- 
tionship with  the  Council,  one  dedicated  to 
bringing  this  to  fruition. 

Today  is  a  special  occasion  for  another 
reason  as  well.  For  the  first  tiihe  in  Ameri- 
can history,  representatives  of  the  different 
branches  of  the  Romani  Nation  have  come 
together  in  one  place:  meml)ers  of  the 
Machvano.  Kalderash,  Lovari,  Xaladitka 
and  Romanichal  populations  are  here  in 
this  room  to  honor  jointly  the  memory  of 
our  dead.  Let  us  hope  that  in  the  years 
ahead,  our  numbers  at  this  annual  ceremo- 
ny will  grow,  and  that  through  future  Days 
of  Remembrance  and  through  our  Memorial 
Museum,  the  world  will  no  longer  remain  ig- 
norant of  the  fate  of  our  people  in  the  Holo- 
caust. 

I  want  to  say  a  few  words  now  about  our 
dear  friend  John  Megel,  o  Lazo  le  Gyor- 
gosko  shavo,  who  passed  away  only  days 
l)efore  he  was  to  have  been  here  with  us  In 
Washington. 

Like  many  Americans  Rom  whose  ances- 
tors arrived  here  in  the  early  1900s,  Lazo 
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was  aware  that  his  people  had  been  mur- 
dered in  great  numbers  during  the  Second 
World  War,  but  like  most  other  Americans, 
knew  little  of  the  actual  details  of  the  Nazi 
atrocity  against  our  people. 

He  was  originally  drawn  into  our  Holo- 
caust-related efforts  through  his  own  at- 
tempts to  revive  the  Red  Dress  Romani  Be- 
nevolent Association,  founded  almost  sixty 
years  ago  by  his  grandfather,  Steve  Kaslov. 
John  Megel  felt,  like  his  grandfather  before 
him,  that  Romani  Americans  were  the  vic- 
tims of  social  and  economic  prejudice  which 
largely  resulted  from  their  being  poorly  un- 
derstood: Kaslov  met  with  and  spoke  per- 
sonally to  Franklin  D.  Roosevelt  about  his 
concerns  for  his  people,  though  to  little 
avail. 

As  John  Megel  came  to  understand  more 
and  more  about  the  Immensity  of  Hitler's 
plan  to  exterminate  the  Gypsy  people,  and 
how  the  world  seemed  to  have  turned  its 
back  on  our  plight  since  the  War,  he  became 
consumed  with  an  abiding  outrage,  and  a  de- 
termination to  see  justice  done.  Sometimes 
he  would  speak  to  me  with  tears  in  his  eyes, 
wondering  why  no  one  seemed  to  care. 

When  we  began  to  enter  into  a  dialogue 
with  the  U.S.  Holocaust  Memorial  Council 
about  three  years  ago.  he  became  one  of  the 
most  vocal,  and  often  impatient,  advocates 
of  the  Romani  cause.  Sometimes  he  would 
be  knocking  on  their  office  door  once  or 
twice  a  week.  It  is  very  largely  due  to  his  ef- 
forts that  this  solemn  event  has  come 
about,  and  it  is  only  fitting  that  a  tribute  be 
made  to  his  memory  here  today.  He  was  to 
have  spoken,  and  to  have  participated  in  our 
water  ceremony  here  this  morning. 

One  of  Lazo's  concerns  was  the  collection 
of  songs  and  poems  in  Romani  which  have 
to  do  with  the  Holocaust.  I  recently  found 
one  such  poem  which  I  would  like  to  read  in 
his  memory;  it  was  composed  by  a  Serbian 
Rom  shortly  after  the  end  of  the  War. 

One  morning,  about  seven. 

The  Germans  came  to  my  door. 

"Let's  go,  Gypsy,  let's  be  on  our  way". 

"Wait,  Mr.  German,  until  I  light  the  fire 

And  kiss  my  old  mother. 

For  I  know  I  won't  be  coming  back, 

I  know  you're  going  to  take  my  life". 

"Hurry,  Gypsy,  and  take  your  shovel. 

And  dig  yourself 

A  grave". 

I'd  like  to  have  a  few  moments'  silence  for 
John  Megel. 

Najis  tumCnge. 
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widespread  use  of  the  pesticide  DDT  and 
alerted  others  to  its  disastrous  effect  on  wild- 
life and  the  food  chain.  Much  of  her  time  was 
devoted  to  protecting  the  waterfowl  on  Mill 
Pond  near  her  home,  and  to  working  to  pro- 
tect endangered  species  such  as  eagles, 
coyotes,  and  wolves  in  regions  far  from  home. 

She  also  devoted  herself  to  helping  the 
members  of  her  community.  For  many  years, 
she  volunteered  her  services  aiding  the  blind 
at  Burrwood  School  in  Lloyd  Hartxjr.  She  also 
became  a  communications  link  for  her  neigh- 
bors during  emergencies  after  taking  up  a 
ham-radio  hobby  and  continuing  to  operate  on 
Station  WA2YHI. 

Mr.  Speaker,  Betty  Allen  was  a  woman  of 
many  talents  who  chose  to  use  them  for  the 
betterment  of  her  community  and  beyond. 
Survived  by  her  devoted  husband,  Richard, 
she  leaves  a  legacy  of  concern  for  our  wildlife 
and,  by  extension,  our  own  species'  environ- 
mental integrity. 


TRIBUTE  TO  ELIZABETH  ALLEN 


rhose  ances- 
1900s,  Lazo 


HON.  ROBERT  J.  MRAZEK 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  MRAZEK.  Mr.  Speaker,  it  is  with  great 
regret  that  I  rise  today  to  inform  my  col- 
leagues of  the  death  on  September  2  of  my 
friend,  Elizabeth  Allen,  of  Centerport,  Long 
Island.  Mrs  Allen,  known  to  us  all  as  Betty, 
was  active  for  more  than  40  years  in  local  en- 
vironmental and  charitable  causes. 

Known  fondly  as  the  "Bird  Lady  of  Center- 
port,"  Betty  Allen  was  a  founding  member  of 
the  Huntington  Audubon  Society  and  held 
many  offices  within  the  organization.  She 
raised  an  early  voice  in  opposition  to  the 


SOVIET  MISSILE  ACCIDENT  UN- 
DERLINES NEED  FOR  IM- 
PROVED COMMUNICATIONS 
BETWEEN  SUPERPOWERS 


HON.  FORTNEY  H.  (PETE)  STARK 

OF  CALIFORItlA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  STARK.  Mr.  Speaker,  today's  report  of 
a  Soviet  missile  misfire  underscores  the 
urgent  need  for  improved  communications  be- 
tween the  United  States  and  the  Soviet  Union 
to  reduce  the  chances  of  an  accidental  nucle- 
ar war. 

The  Reagan  administration  has  consistently 
ignored,  spumed  or  mocked  proposals  from 
Congress  and  private  defense  experts  for  im- 
proved "confidence  building  measures" 
(CBM's)  or  the  establishment  of  a  crisis  con- 
trol center.  Meanwhile,  there  have  been  at 
least  five  missile-related  accidents  just  this 
year.  The  question  is,  how  many  times  can  we 
say,  "Oops,"  before  we  have  a  terrible  disas- 
ter? 

Fortunately,  the  Soviet  missile  appears  to 
have  landed  in  a  very  remote  part  of  China. 
Fortunately,  it  carried  a  dummy  warhead.  But 
the  Soviets  had  not  been  required  to  notify 
anybody  of  the  test  and  they  were  unable  to 
destroy  the  missile  when  they  realized  it  had 
veered  out  of  control.  U.S.  officials  speculate 
that  the  incident  is  "embarassing"  to  the  Sovi- 
ets. I  submit  that  it  should  be  extremely  fright- 
ening to  the  average  citizen. 

Mr.  Speaker,  one  would  think  that  rational 
people,  faced  with  the  reality  of  neariy  50,000 
nuclear  warheads  between  the  superpowers, 
would  do  all  they  could  do  reduce  the 
chances  of  them  being  used.  One  would  think 
that  these  people  would  seek  to  stabilize  ev- 
eryday relations  and  to  minimize  the  chances 
of  a  nuclear  war  resulting  from  a  misunder- 
standing. Both  superpowers,  though,  have 
consistently  engaged  in  sabre-rattling  rhetoric. 
In  last  month's  defense  bill,  the  House  author- 
ized purchase  of  destabilizing  first-strike 
weapons  like  the  MX  and  the  Trident  II  sub- 
marine-launched missile  that  bring  both  skjes 
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closer  to  a  launch-on-waming  position.  And, 
the  Reagan  administration  has  announced 
that  it  will  no  longer  be  bound  by  the  SALT  II 
treaty. 

I  want  to  touch  for  a  moment  on  the  Presi- 
dent's SALT  II  decision  because  it  is  particu- 
larly relevant  to  the  Soviets'  latest  accident. 
An  obscure  provision  of  the  treaty,  which 
would  no  longer  apply  if  the  treaty  were 
scrapped,  requires  each  side  to  notify  the 
other  before  simultaneously  test-firing  more 
than  one  ICBM.  One  need  not  be  very  imagi- 
native to  envision  a  scenario  wt>ere  an  unan- 
nounced multiple  test-fire  could  go  astray  and 
appear  to  threaten  one  of  the  superpowers. 
With  both  sides  in  a  launch-on-waming  mode, 
with  mode  sides  possessing  a  first-strike  ca- 
pability and  with  poor  crisis  communicatk>ns 
and  no  agreed-upon  rules  of  behavior  during  a 
crisis,  the  chances  for  a  disaster  are  very  high 
indeed.  One  need  not  subscribe  to  Murphy's 
Law  to  be  shaken  by  the  dangers  we  face. 

Mr.  Speaker,  I  have  long  supported  both  im- 
proved CBM's  and  the  establishment  of  a 
crisis  control  center.  Last  year  I  drafted  an 
amendment  to  the  foreign  aid  bill  ordering  a 
study  by  the  State  Department  and  the  Arms 
Control  and  Disarmament  Agency  of  ten 
CBM's  which  have  been  widely  accepted  by 
defense  experts  in  ar>d  out  of  the  Govem- 
ment.  The  administratron  could  not  fir>d  even 
one  that  it  liked.  At  the  risk  of  repeating  eariier 
statements  of  mine,  I'd  like  to  enunr>erate 
these  ten  proposals.  One  of  them  could  literal- 
ly save  the  worid  some  day. 

1 .  Increased  redundancy  for  the  Hot  Line, 

2.  Create  Hot  Lines  among  all  nuclear 
armed  states, 

3.  Agree  not  to  target  each  other's  Hot 
Lines, 

4.  Agree  on  standard  operating  procedures 
for  communication  and  cooperation  in  a  third 
party  nuclear  attack, 

5.  Prohibit  "locking  on"  of  fire  control  radars 
of  ships  and  planes,  agree  on  separation  of 
naval  forces  during  a  crisis,  and  other  meas- 
ures to  reduce  provocations, 

6.  Place  unmanned  launch  sensors  in  the 
missile  fields  of  the  U.S.  and  the  U.S.S.R., 

7.  Create  zones  free  from  anti-submarine 
wartare, 

8.  Place  mechanisms  on  submarine- 
launched  missiles  to  prevent  accidental  or  un- 
authorized firing, 

9.  Establish  a  training  program  for  national 
command  authorities, 

10.  Announce  contingent  relocation  of  na- 
tional command  authorities. 

Mr.  Speaker,  it's  hard  not  to  get  the  feeling 
that  we're  using  up  our  free  mistakes.  Both 
skies  have  already  shaved  to  a  mere  strand 
the  string  holding  the  Damoclean  sword  over 
our  heads.  Before  the  laws  of  physics  and 
probability  and  the  vagaries  of  human  nature 
overcome  us,  we  need  to  develop  measures 
to  shore  up  our  protection.  I  urge  the  Reagan 
administration  to  come  out  of  the  ideological 
corner  into  which  it  has  painted  itself  and  to 
commence  serious  negotiatksns  with  the 
Soviet  Unk>n  on  CBM's  and  a  crisis  control 
center.  The  defense  of  the  American  people 
depends  upon  it 
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CONGRATULATING  JOHN  W. 
LITTLE  CO.  ON  ITS  lOOTH  AN- 
NIVERSARY 


HON.  FERNARD  J.  ST  GERMAIN 

or  RHODE  ISLAND 
IX  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  ST  GERMAIN.  Mr.  Speaker,  I  would  like 
to  take  this  opportunity  to  bring  to  the  atten- 
tkxi  of  my  colleagues  the  1 00th  anniversary  of 
a  very  special  company  in  Rhode  Island.  The 
name  of  the  firm  Is  the  John  W.  Little  Co.  Let 
me  tell  you  a  little  bit  about  it. 

On  September  21,  1886,  25-year-old  John 
W.  Little  created  a  business  that  would  "carry 
on  the  printir)g  and  publishing  business  of 
every  description."  The  new  company  was  the 
first  all-electric  printing  outfit  in  the  Nation. 

John  W.  Little  was  active  in  civic  and  com- 
munity affairs  throughout  his  lifetime.  He  re- 
ceivecl  an  appointment  as  postmaster  of  the 
dty  of  Pawtucket  from  President  William 
Howard  Taft  and  served  for  many  years  as 
chairman  of  the  Pawtucket  School  Ck^mmittee 
until  his  death  in  1922. 

After  the  founder's  death,  the  Little  family 
retained  control  of  the  company.  T.  Stewart 
Littie  succeeded  as  president.  He  was  fol- 
k>wed  by  Peter  K.  Littie  arnJ  incumbent  Steven 
B.  Little.  At  the  time  of  the  company's  incor- 
poration in  1923,  John  W.  Little,  Jr.,  became 
the  secretary  of  the  business  and  received  na- 
tional recognitkin  for  his  invention  of  the  proc- 
ess of  printing  on  cellophane.  The  sale  of  his 
patents  In  1930  saved  the  company  during  the 
Great  Depression. 

The  John  W.  Littie  Co.,  today  is  a  nation- 
wkJe  supplier  of  Blister  Pack  and  Die  Cut 
cards  for  the  packaging  Industry. 

The  Rhode  Island  State  Senate  has  formal- 
ly congratulated  ttie  John  W.  Little  Co.  of 
Pawtucket  on  its  lOOth  anniversary.  The  civic 
responsibility  and  pride  this  company  has  dis- 
played over  the  past  century  Is  truly  an  inspi- 
ratkjn  to  all  businesses  across  the  country.  I 
ask  my  colleagues  to  join  me  today  in  saluting 
this  outstanding  organization. 


NATIONAL  GROUN  DWATER 
CONTAMINATION  RESEARCH 
ACT  OF  1986 


HON.  SAM  GEJDENSON 

OF  CONNECTICUT 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  GEJDENSON.  Mr.  Speaker,  today  I  am 
pleased  to  introduce  ttie  National  Groundwat- 
er Contaminatkin  Research  Act  of  1986.  This 
legislatkjn  is  a  revised  version  of  H.R.  3906, 
The  Natk>nal  Groundwater  Contamination  Re- 
search Act,  whKh  I  introduced  on  December 
11,  1985.  The  new  bill  incorporates  some  Im- 
provements whk:h  were  suggested  during  two 
grourxj  water  hearings  held  by  the  House  Inte- 
rior Subcommittee  on  Water  and  Power  Re- 
sources. 
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H.R.  3906  was  cosponsored  by  a  bipartisan 
group  of  51  Members  of  Congress  from  all  re- 
gions of  the  country.  It  was  strongly  supported 
by  numerous  environmental  and  industry 
groups,  including  the  Environmental  Policy  In- 
stitute and  the  American  Electronics  Associa- 
tion. 

Ground  water  contamination  is  one  of  the 
most  serious  environmental  problems  of  tfie 
decade.  The  number  of  wells  closed  because 
of  contamination  by  toxics  and  other  sub- 
stances increases  every  day.  In  my  home 
State  of  Connecticut  alone,  over  1,000  wells 
have  been  closed. 

Unfortunately,  a  major  barrier  to  the  protec- 
tion of  ground  water  from  contamination  is  the 
lack  of  basic  information  on  the  problem. 
There  is  no  reliable  estimate  of  how  much 
gound  water  in  the  United  States  is  contami- 
nated. The  small  amount  of  information  we  do 
have  is  alarming.  One  study  by  the  Environ- 
mental Protection  Agency  found  that  up  to  63 
percent  of  rural  Americans  may  be  drinking 
water  tainted  by  pesticides  or  other  contami- 
nants. 

The  National  Groundwater  Contamination 
Research  Act  of  1986  will  provide  Federal, 
State,  and  local  governments,  and  industry 
with  the  information  they  need  to  resolve 
ground  water  contamination  problems.  The  bill 
expands  and  focuses  U.S.  Geological  Survey 
[USGS]  research  on  ground  water  contamina- 
tron. 

The  bill  directs  USGS  to  report  on  the  ade- 
quacy of  existing  ground  water  information  to 
meet  the  needs  of  States,  communities,  and 
Industry.  This  report  will  be  accompanied  by 
an  independent  evaluation  of  information 
needs  conducted  by  States.  Following  the 
completion  of  this  report,  USGS  Is  required  to 
establish  a  national  ground  water  quality  as- 
sessment program  to  meet  the  information 
needs  identified  by  the  report. 

The  bill  also  establishes  a  National  Ground- 
water Information  Clearinghouse  to  dissemi- 
nate ground  water  information  to  Federal 
agencies.  State  and  local  governments,  and 
private  organizations  and  individuals.  The 
Clearinghouse  will  serve  as  a  repository  for  all 
ground  water  information  and  will  provide 
decisionmakers  with  easy  access  to  informa- 
tion they  need  to  resolve  ground  water  prob- 
lems. 

In  addition,  the  bill  expands  the  USGS  pro- 
gram to  provide  technical  assistance  to  States 
and  localities  experiencing  ground  water  prob- 
lems. To  date,  USGS's  technical  assistance 
has  been  extremely  effective.  In  many  in- 
stances it  is  the  only  information  resource 
available  to  State  and  local  officials  attempt- 
ing to  solve  ground  water  problems. 

Ground  water  is  a  vital  natural  resource.  We 
must  do  all  we  can  to  protect  our  Nation's 
ground  water  for  use  by  present  and  future 
generations.  Until  we  fully  understand  what  is 
causing  ground  water  contamination  and  how 
widespread  it  is,  we  will  simply  be  throwing 
money  at  the  problem  in  response  to  individ- 
ual cases.  The  National  Groundwater  Con- 
tamination Research  Act  of  1986  will  provide 
the  Information  we  need  to  begin  to  solve  the 
ground  water  contamination  problem. 
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REPORT  OP  DRUG  ENFORCE- 
MENT POLICY  BOARD  NOT 
YET  RECEIVED 


HON.  UWRENCE  J.  SMITH 

OP  FLORIDA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  SMITH  of  Florida.  Mr.  Speaker,  during 
the  debate  on  ttie  Ackerman  amendment  to 
H.R.  5484  last  week,  I  referred  to  a  report  that 
the  Foreign  Affairs  Committee  was  to  have  re- 
ceived. At  the  time,  I  indicated  inconectly  that 
the  committee  was  expecting  this  report  from 
the  INS.  I  want  to  correct  the  record. 

Under  section  132  of  the  State  Department 
Authorization  Act,  the  National  Drug  Enforce- 
ment Policy  Board  was  to  agree  on  uniform 
guidelines  that  would  permit  the  sharing  of  in- 
formation on  foreign  drug  traffickers  to  ensure 
that  they  are  not  permitted  to  legally  enter  the 
United  States.  The  State  Department  was  to 
share  with  DEA  and  Customs  information  on 
all  drug  anests  of  foreign  nationals  In  the 
United  States  so  that  information  may  be 
communicated  to  our  embassies  that  issue 
visas. 

Under  the  law,  the  Foreign  Affairs  Commit- 
tee should  have  received  in  February  1986  a 
report  from  the  Natkjnal  Drug  Enforcement 
Policy  Board  on  steps  taken  to  implement  that 
section.  As  chairman  of  the  Foreign  Affairs 
Committee's  Task  Force  on  International  Nar- 
cotics Control,  I  still  am  waiting  for  this  report. 

So,  It  is  not  the  INS  that  has  been  delin- 
quent. It  is  the  Drug  Enforcement  Policy 
Board,  headed  by  the  Attorney  General,  that 
has  failed  to  comply  with  the  law. 


DID  PETER  SELLERS  WRITE  THE 
SCRIPT  FOR  THE  CONTINEN- 
TAL BAILOUT? 


HON.  PHIUP  M.  CRANE 

OF  ILLINOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday  September  17, 1986 

Mr.  CRANE.  Mr.  Speaker,  In  June  1986.  for 
the  first  time  in  26  years,  a  British  court 
upheld  the  refusal  of  an  Insurance  company  to 
pay  the  claim  of  a  shipowner  whose  vessel 
had  sunk.  The  ship  in  question  was  the  Cap- 
tain Panagos,  which  went  down  on  Farazan 
Island  in  the  Red  Sea  in  November  1982.  The 
court  found,  according  to  Andrew  Fisher  of 
the  Financial  Times,  that  as  part  of  a  fraudu- 
lent scheme  to  collect  9  million  dollars'  worth 
of  insurance  proceeds,  the  crew  had  deliber- 
ately scuttled  the  ship  and  then  burned  it. 

The  owner  of  the  Captain  Panagos  was 
Xenofon  Maritime  SA  of  Panama.  The  prime 
shareholder  of  Xenofon  was  Diamantis  Pana- 
gos Pateras.  One  might  think  that  Pateras 
would  have  suffered  the  loss,  but  in  fact  he 
did  not.  Instead,  the  depositors  at  all  federally 
insured  banks  in  America  pakj  for  ttie  Captain 
Panagos.  How  could  such  a  perverse  result 
be  possible? 

It  turns  out  that  the  Continental  Illinois  Bank 
&  Trust  Company  of  Chicago  held  a  mortgage 
on  the  Captain  Panagos.  Because  the  Federal 
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Deposit  Insurance  Corporation  owns  Conti- 
nental Bank,  It  had  to  absorb  the  loss  of  this 
worthless  toan.  But  of  course  the  FDIC  does 
not  fund  itself.  It  collects  premiums  from  its 
member  banks,  wtK>  in  turn  collect  their  reve- 
nues from  their  depositors.  And  so  it  is  that 
the  depositors  at  all  federally  insured  banks  in 
America  pakj  for  the  deliberate  scuttling  of  the 
Captam  Panagos. 

In  the  late  1970's  and  early  1980's  Conti- 
nental Bank  loaded  its  portfolio  with  improvi- 
dent k>ans.  Possessed  of  a  "casino"  mentali- 
ty, the  bank  gambled  that  oil  prices  would  rise, 
that  real  estate  values  would  soar,  that  the 
steel  industry  would  prosper,  that  the  worid 
economy  wouW  boom,  that  no  foreign  govern- 
ment coukJ  go  broke. 

Either  the  bank's  management  failed  to  per- 
ceive risks  whKh  it  should  have  perceived,  or 
it  perceived  the  risks  but — out  of  sheer  arro- 
gance—chose to  ignore  them.  Either  way,  tfie 
management  acted  recklessly.  By  the  time  the 
Government  interver)ed,  the  bank  had  wasted 
2  billion  dollars'  worth  of  capital,  and  the  value 
of  its  stock  had  sunk  to  one  one-thousandth 
of  1  penny  per  share. 

By  rescuing  Continental  from  its  own  mis- 
management, the  Government  reaffirmed  the 
message  sent  out  a  few  years  eariier  by  the 
Chrysler  Corp.  bailout:  The  Federal  Govern- 
ment will  refinance  inefficient,  bankmpt  private 
enterprises — if  they  are  large  enough  and  po- 
litk»lly  visible  enough.  Put  another  way,  most 
private  businesses  have  to  sink  or  swim  in  the 
marketplace,  but  those  with  a  political  con- 
stituency in  Washington  can  get  relief  from 
Uncle  Sam. 

In  its  September  1984,  rescue  of  Continen- 
tal, the  FDIC  injected  $1  billion  of  fresh  capital 
into  the  bank's  parent  corporation,  repaid  a 
$3.5  billkjn  loan  from  the  Federal  Reserve 
Bank  of  Chicago,  and  agreed  to  acquire  $2.5 
billk>n  in  bad  loans  by  September  1987.  While 
the  FDIC  has  recovered  65  cents  on  the 
dollar  from  ttie  collapse  of  the  Penn  Square 
Bank  of  Oklahoma  City,  the  agency  neverthe- 
less estimates  that  it  will  collect  less  than  20 
cents  on  the  dollar  from  Continental's  loans. 

The  FDIC  charges  its  memt>er  banks  annual 
premiums  of  one-twelfth  of  1  percent  of  their 
deposits.  Traditionally,  the  Federal  insurance 
agency  has  rebated  part  of  the  premiums, 
thereby  reducing  the  cost  of  the  insurance.  In 
1985,  however,  the  FDIC  suspended  its  re- 
bates for  the  first  time  since  1949. 

The  FDIC's  stated  reason  for  ttie  suspen- 
sion was  that  it  needed  the  extra  money  to 
pay  for  the  Continental  bailout  The  agency 
has  already  announced  that  it  will  suspend  re- 
bates again  in  1986. 

By  taking  this  unusual  step,  the  FDIC  has 
greatly  Increased  the  effective  price  member 
banks  pay  for  insurance.  One  can  be  certain 
that  the  banks  have  already  begun  to  pass 
this  added  cost  on  to  their  customers  either 
by  offering  lower  interest  rates  on  deposits  or 
by  charging  higher  rates  for  loans  and  other 
services. 

In  return  for  assuming  Continental's  bad 
loans  and  provkJing  it  with  new  equity,  the 
FDIC  has  received  a  78-percent  ownership  in- 
terest in  the  bank.  The  rescue  package  has 
thus  given  the  Federal  Government  a  major 
foothold  in  ttie  commercial  banking  business. 
By  contrast  the  Chrysler  bailout  required  only 
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that  the  Government  guarantee  the  automak- 
er's credit.  That  bailout  may  have  squeezed 
worthier  borrowers  out  of  the  credit  markets, 
but  at  least  it  did  not  put  the  Government  into 
the  business  of  manufacturing  automobiles. 

Some  might  call  the  Continental  rescue 
package  sound  "industrial"  policy.  Others 
might  call  it  corporate  welfare,  doled  out  art>i- 
trarily  to  a  chosen  enterprise.  But  in  reality  it  is 
a  simple  form  of  socialism.  The  Federal  Gov- 
ernment has  nationalized  Continental  Bank 
and  begun  competing  with  other  financial  insti- 
tutions. 

Worse  yet,  the  Government  has  financed 
this  nationalization  with  funds  derived  exclu- 
sively from  Continental's  competitors.  The 
very  insolence  of  the  rescue  package  mocks 
the  tens  of  thousands  of  bankers  who  have 
maintained  sound  institutions  and  who  have 
faithfully  adhered  to  rules  and  regulations  of 
responsible  banking. 

Now,  less  than  2  years  after  the  bailout— 
and  wtiile  its  competitors  are  still  paying  its 
bills— Continental  wants  to  go  on  a  shopping 
spree. 

On  February  24,  1986,  Continental  an- 
nounced that  it  planned  to  purchase  two  sub- 
urban Chicago  area  banks,  the  First  National 
Bank  of  Deerfield,  and  the  First  Suburban 
Bank  of  Olympia  Fields.  This  announcement 
came  just  3  days  after  the  bank  doubled  its 
eariier  estimates  of  how  much  the  FDIC  would 
lose  on  the  transferred  loans. 

In  March  of  this  year.  Continental  said  that 
it  plans  to  purchase  a  third  financial  institution, 
the  First  National  Bank  of  Western  Springs,  IL. 

Most  recently,  on  August  12,  1986,  Conti- 
nental announced  its  intention  to  buy  First  Op- 
tions of  Chicago,  Inc.,  the  Nation's  largest 
clearing  firm  for  professional  options  traders. 

Continental  has  offered  neariy  two  times 
book  value  for  the  banks  in  question.  As  the 
preskjent  of  one  of  the  target  banks  said, 
"They  made  us  an  offer  we  couldn't  afford  to 
turn  down." 

It  is  unknown  exactly  how  much  Continental 
has  offered  for  First  Options  of  Chicago,  Inc., 
but  William  Gruber  and  Laurie  Cohen  of  the 
Chk:ago  Tribune  reveal  that  a  London  securi- 
ties firm  dropped  out  of  the  bidding  when  the 
price  exceeded  $100  million. 

So  Continental  is  not  driving  hard  bargains. 
But  why  should  it?  All  it  has  to  do  is  sign  the 
purchase  contracts  and  send  the  FDIC  the 
bills. 

If  Continental  receives  regulatory  approval 
for  its  planned  acquisitions  we  will  have  en- 
tered an  ominous  new  phase  in  the  FDIC 
rescue  package.  Instead  of  simply  forcing 
member  banks  and  their  depositors  to  keep 
Continental  afloat  the  FDIC  will  be  forcing 
them  to  buy  other  businesses  for  Continen- 
tal's account 

What  public  polrcy  principle,  what  theory  of 
governance,  will  sustain  the  Federal  funding 
of  these  acquisitions?  Political  expendiency 
may  have  sustained  the  initial  bailout,  but  not 
even  that  will  justify  forcing  sound  banks  to 
pay  for  the  shopping  spree  of  a  bankrupt  insti- 
tutk)n. 

It  occurs  to  me  that  perhaps  the  late  Peter 
Sellers  wrote  the  script  for  the  Continental 
bailout  Those  of  you  who  saw  the  actor's 
most  famous  movie,  "The  Mouse  That 
Roared,"  will  recall  that  the  plot  went  some- 
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thing  like  this:  The  Grand  Duchy  of  Fenwick,  a 
tiny  country  with  medieval  institutk>ns,  needed 
financing  to  bring  itself  into  the  20th  century. 
When  all  otfier  means  of  boosting  its  econo- 
my failed,  the  Duchy  hit  upon  a  novel  scheme. 
It  woukl  declare  war  on  the  United  States, 
lose  the  war,  and  tfien  get  American  econom- 
ic assistance  after  it  was  oven 

It's  a  grotesque  irony,  isn't  it?  Just  as  we 
once  gave  massive  assistance  to  countries 
which  waged  war  on  us,  so  too,  we  are  now 
giving  blank  checks,  drawn  on  ttie  FDIC,  to  a 
bank  that  wrecked  itself.  Instead  of  paying  for 
its  reckless  banking.  Continental  stands  to 
gain  from  it.  Will  all  large  American  banks  t>e 
better  off  going  to  the  brink  of  collapse  and  in- 
viting FDIC  interventk>n  than  staying  healthy? 

On  August  15,  1986,  ttie  FDIC  announced 
that  it  will  use  a  rescue  package  similar  to 
Continental's  in  order  to  bail  out  the  Bank  of 
Oklahoma.  In  return  for  injecting  $130  milton 
of  new  capital,  the  FDIC  will  receive  enough 
warrants  to  buy  55  percent  of  the  bank's  hold- 
ing company. 

Bankers  across  the  country  are  waiting  with 
bated  breath  to  see  how  the  Oklahoma  bank 
will  use  its  new  found  wealth.  Mayt>e  it  will  buy 
Merrill  Lynch. 

Mr.  Swearingen,  chairman  of  the  board  of 
directors  and  chief  executive  officer  of  Conti- 
nental Illinois  Corp..  argued  in  a  letter  to  Mr. 
Waterman,  president  of  the  Illinois  Bankers 
Associatkjn,  that  prohibiting  its  planned  acqui- 
sitions would  contravene  the  very  purpose  of 
the  rescue  program. 

Both  of  ttiese  arguments  are  unpersuasive. 
First,  Continental  twists  the  purpose  of  the 
rescue  plan.  The  FDIC  originally  made  the 
capital  infusion  in  order  to  protect  Continen- 
tal's depositors  and  the  depositors  of  ott)er 
banks  which  were  creditors  of  Continental's— 
all  of  wtK>m  would  have  suffered  losses  and 
had  claims  against  the  FDIC,  had  the  bank 
failed.  As  such,  the  capital  restructuring  was 
plainly  a  defensive  move  by  the  FDIC. 

Far  from  contravening  the  defensive  purpose 
of  the  bailout  program,  it  would  be  perfectly 
consistent  with  it  to  prohibit  Continental  from 
making  acquisitions  while  under  Government 
ownership.  Corruption  of  the  rescue  program's 
purpose  would  occur  if  Continental  were  to 
use,  in  an  aggressive  and  acquisitive  manner, 
funds  originally  contributed  for  defensive  pur- 
poses. 

Second,  Continental  assumes  that  it  will 
earn  a  high  rate  of  return  on  any  businesses  it 
acquires,  and  thereby  protect  the  FDIC's  posi- 
tion. Were  the  bank  to  review  its  past  record 
of  managing  satellite  corporations,  It  would 
not  so  blithely  make  this  assumption. 

In  1982,  Continental  acquired  the  Continen- 
tal Bank  of  Buffalo  Grove,  IL.  In  1978,  before 
the  acquisition,  Buffalo  Grove's  earnings  were 
1.30  percent  of  its  assets.  By  yearend  1985, 
Continental's  management  had  reduced  that 
ratk)  to  0.77  percent 

High  performance  peer-banks  eam  rroxe 
than  double  what  the  Continental  Bank  of  Buf- 
falo Grove  does.  Although  Buffato  Grove  has 
neariy  tripled  in  size  since  1982,  its  earnings 
have  been  Insufficient  to  keep  the  bank  ade- 
quately capitalized.  Buffak)  Grove  has  not  pakJ 
any  dividends  in  the  past  4  years,  and  its  ex- 
cessive growth  and  declining  earnings  have 
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forced  Continental  to  infuse  it  witti  approxi- 
matety  $2.4  million  in  capital. 

Return  on  equity  at  Buffalo  Grove  lias 
dropped  from  14.18  percent  In  1982  to  12.49 
percent  in  1985.  Because  Continental  paid  ap- 
proximately two  times  book  value  for  the 
bank,  it  Is  tfierefore  earning  a  real  return  of 
oniy  6  percent. 

Continental,  however,  makes  much  of  its 
need  for  core  deposits.  It  argues  that  by  pur- 
chasing banks  in  wealthy  Chicago  suburbs,  it 
vinll  greatly  boost  its  base  of  stable  deposits. 

This  argument  Is  plausible  on  Its  face,  but  it 
falls  apart  when  one  again  examines  the  per- 
formance of  the  Buffalo  Grove  bank.  Demand 
deposits  at  Buffalo  Grove  fell  from  22.5  per- 
cent of  total  assets  in  1982  to  15.26  percent 
In  1985.  Meanwhile,  jumbo  certificates  of  de- 
posit—$100,000  and  over— still  stood  at  12.7 
percent  of  assets  at  the  close  of  last  year. 

If  previous  performance  is  any  gauge  then. 
Continental  would  be  better  off  buying  Gov- 
ernment bonds  than  other  banks.  Both  invest- 
ments offer  Continental  the  same  return,  but 
Government  bonds  are  risk  free.  Thus,  far 
from  protecting  the  FDIC's  position  by  buying 
otfier  banks.  Continental  would  be  subjecting 
it  to  unnecessary  risk. 

The  past  gives  us  some  indication  as  to 
how  Continental  would  manage  any  bank  that 
It  purcfiases,  but  one  can  only  speculate  as  to 
how  it  would  manage  other  types  of  enter- 
prises. Continental  claims  that  It  should  ac- 
quire businesses  in  other  industries  so  that  it 
can  diversify  Its  portfolio  and  thereby  limit  its 
risk. 

While  this  argument  appears  reasonable  at 
first  blush,  further  consideration  nevertheless 
reveals  that  it,  too,  is  a  mere  shibboleth.  The 
one  enterprise  outside  the  banking  industry 
which  Continental  seeks  to  acquire  is  a  con- 
cern specializing  in  clearing  trades  for  profes- 
sional traders  and  other  securities  firms.  The 
options  clearing  t>usiness  is  notoriously  risky 
because  it  involves  guaranteeing  the  trades  of 
customers.  Such  a  business  can  create  either 
extraordinary  gains  or  extraordinary  losses. 

Thus,  It  is  true  that  Continental  would  diver- 
sify its  portfolio  by  buying  First  Options  of  Chi- 
cago. But  it  is  not  true  that  it  would  thereby 
limit  its  risk.  In  fact,  if  anything,  ownership  of 
First  Options  would  enormously  increase  the 
risk  in  Continental's  portfolio. 

Mr.  Speaker,  no  one  argues  that  Continen- 
tal should  not  be  able  to  expand  and  grow. 
The  issue  is  simply  whether  it  should  do  so 
with  funds  contributed  by  an  agency  of  the 
Federal  Government.  All  that  Continental's 
competitors  ask  for  is  a  level  playing  field. 

Contir>ental  would  have  us  t>elieve  that  the 
only  way  It  can  survive  is  to  use  Uncle  Sam's 
money  to  finance  its  acquisition  program.  In 
fact,  however,  Continental  has  several  reason- 
able alternatives.  For  one,  it  could  t>uild  a 
solid  base  of  core  deposits  by  soliciting  certifi- 
cates of  deposit  under  $100,000  from  the 
14,500  other  commercial  banks  in  the  United 
States.  Tftat  way,  the  banks  would  at  least  be 
pakl — not  penalized — for  helping  their  large 
competitor. 

Continental  could  also  raise  capital  by  issu- 
ing either  equity  or  debt  securities.  If  this  is 
impossible,  then  Continental  should  take  the 
market's  message  and  shrink  Its  assets  until  it 
gains  control  of  Its  equity. 
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I,  and  many  of  my  colleagues,  think  that 
there  should  tie  public  hearings,  t>efore  either 
the  Federal  Reserve  Board  or  the  House 
Banking  Committee,  to  discuss  this  issue.  Not 
only  would  it  be  grossly  unfair  to  other  banks 
to  approve  Continental's  expansion  program, 
but  In  addition,  it  would  t>e  a  dangerous  prece- 
dent. 

It  Is  too  late  to  undo  the  Continental  bailout. 
But  It  Is  not  too  late  to  minimize  the  Injury  and 
injustice  done  to  all  federally  insured  banks 
and  their  depositors.  It  would  be  morally 
wrong  for  us  to  allow  Continental  Bank  to 
emerge  from  Government  control  far  better  off 
than  it  would  have  been,  had  It  never  gone  to 
the  brink  of  failure  and  invited  FDIC  interven- 
tion in  the  first  place. 

If  Peter  Sellers  wrote  the  script  for  the 
opening  act  of  the  Continental  bailout, 
shouldn't  Congress  now  write  the  close? 
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THE  WAR  ON  ILLICIT  DRUGS 


HON.  LEE  H.  HAMILTON 

OF  INDIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  HAMILTON.  Mr.  Speaker,  I  would  like  to 
insert  my  Washington  Report  for  Wednesday, 
August  27,  1986  into  the  Congressional 
Record: 

The  War  on  Illicit  Drugs 

The  senseless  cocaine-related  deaths  of 
promising  young  athletes  and  the  emer- 
gence of  'crack,"  a  cheap  and  extremely  ad- 
dictive form  of  cocaine,  have  raised  public 
concern  and  prompted  a  new  round  in  the 
war  against  drugs.  Both  the  President  and 
Congress  are  developing  plans  to  strike  at 
drug  suppliers  and  the  demand  for  drugs. 

Americans  spend  over  $100  billion  each 
year  on  illicit  drugs,  making  us  the  western 
world's  largest  consumer  of  illicut  drugs. 
Many  view  drug  use  as  our  biggest  social 
problem.  Cocaine  is  particularly  popular. 
Once  too  expensive  for  most  Americans,  co- 
caine can  sell  for  about  $50  a  gram,  making 
it  cheaper  than  an  ounce  of  marijuana.  At 
least  5  million  Americans  regularly  use  co- 
caine. A  1985  survey  showed  almost  two- 
thirds  of  high  school  seniors  had  used  illicit 
drugs. 

Drug  abuse  has  enormous  costs.  It  can 
lead  to  addiction,  broken  homes,  ruined  ca- 
reers, bad  health,  even  death.  It  brings 
heartbreak  to  millions.  We  waste  at  least 
$100  billion  annually  on  drug-related  medi- 
cal costs,  productivity  losses  and  crime.  Fed- 
eral, state  and  local  governments  spend  over 
$3  billion  each  year  to  fight  drugs,  money 
that  could  be  used  for  other  needs. 

Everyone  agrees  that  the  problem's  urgen- 
cy requires  a  new  approach  to  discourage 
drug  abuse.  We  need  a  comprehensive,  co- 
ordinated drug-control  strategy  that  com- 
bines: international  control;  tougher  en- 
forcement: and  effective  drug  abuse  preven- 
tion, education,  and  treatment. 

INTERNATIONAL  CONTROL  BY  ERADICATION  AND 
INTERDICTION 

Since  most  of  the  drugs  used  here  are  im- 
ported, we  have  tried  to  reduce  foreign  pro- 
duction and  intercept  drugs  before  they 
cross  our  twrders.  The  U.S.  gives  aid  to 
drug-producing  countries  for  enforcement, 
crop  eradication  and  substitution.  Yet  our 
efforts  with  Mexico,  Colombia.  Bolivia.  Peru 
and   Other   drug-producers   have   failed   to 


slow  shipments  to  the  U.S.  In  1984,  U.S. 
agents  and  the  Colombian  police  seized  10 
tons  of  cocaine,  the  largest  capture  in  the 
history  of  the  drug  war.  But  this  bust  had 
little  impact  on  price  or  supply.  This  year,  it 
is  estimated  that  150  tons  of  cocaine,  12  tons 
of  heroin,  and  30,000  tons  of  marijuana  will 
enter  the  U.S.  Increased  resources  have 
helped  enforcement  efforts,  but  It  is  nearly 
impossible  to  control  narcotices  production 
and  shipment  in  all  geographic  areas  of  the 
world  simultaneously. 

Some  countries  find  it  hard  to  cooperate 
with  our  efforts  to  halt  production,  since 
drugs  are  often  important  to  their  cultures 
and  economies.  In  Bolivia,  for  example, 
wages  are  as  low  as  $15  a  month.  Farmers 
can  often  earn  that  much  in  a  day  stomping 
coca  leaves  used  to  make  cocaine.  Powerful 
drug  barons,  corruption,  and  low  public  sup- 
port hamper  attempts  to  slow  production.  A 
new  law  allows  us  to  cut  off  foreign  aid  to 
countries  failing  to  control  drug  trafficking. 
But  our  foreign  aid  is  based  on  many  fac- 
tors, chiefly  our  national  security.  We  clear- 
ly need  stronger  efforts— like  technical  as- 
sistance for  enforcement  and  eradication 
and  international  lending  pressure  on  pro- 
ducing nations— to  stop  drugs  at  their 
source.  But  we  should  not  assume  these  ef- 
forts alone  will  be  sufficient. 

ENFORCEMENT 

Efforts  to  improve  U.S.  enforcement  are 
being  put  in  place.  Federal  funding  has  dou- 
bled since  1980.  New  laws  make  it  easier  to 
prosecute  drug  dealers  and  to  seize  their  ill- 
gotten  profits.  Judges  can  impose  stiffer 
penalties  for  drug-dealing.  The  U.S.  military 
helps  civilian  officials  monitor  our  t>orders. 
These  efforts  are  showing  hopeful  signs. 
But,  despite  our  best  law  enforcement  ef- 
forts, we  have  not  put  a  significant  dent  in 
drug  supply.  Huge  profits  lead  traffickers 
and  organized  crime  to  take  all  necessary 
risks  to  maintain  an  adequate  supply  of  illic- 
it drugs.  Law  enforcement  officials  are  faced 
with  the  overwhelming  task  of  trying  to 
control  our  entire  border  to  prevent  drug 
imports  while  at  the  same  time  battling  dra- 
matically expanded  domestic  production. 

PREVENTION  AND  REHABILITATION 

Increasingly.  I  have  come  to  the  view  that 
we  will  not  solve  our  drug  abuse  problem 
unless  we  reduce  the  demand  for  drugs.  Ef- 
forts to  fight  drug  use  are  woefully  under- 
staffed and  underfunded,  perhaps  because 
education,  prevention  and  rehabilitation 
programs  seldom  show  quick  results.  Only 
about  15  percent  of  this  year's  $2.1  billion 
budget  for  anti-drug  programs  goes  for  edu- 
cation, treatment  and  research,  a  5  percent 
drop  in  5  years.  We  must  do  better  educat- 
ing Americans,  particularly  the  young, 
about  the  dangers  of  drug  use.  We  should 
give  school  and  community-based  drug  pre- 
vention programs  better  information  about 
effective  rehabilitation  and  education  meth- 
ods. We  must  also  explore  the  causes  of 
drug  abuse  and  step  up  research  to  find 
better  treatment  methods.  We  may  never 
have  a  drug-free  society,  but  we  can  mini- 
mize the  human  costs  of  drug  abuse.  We 
should  intensify  our  efforts  to  halt  the 
supply  of  drugs,  but  an  effective  drug  abuse 
program  requires  greater  emphasis  on  re- 
ducing the  demand  for  drugs. 

The  President  and  Congress  are  now  craft- 
ing a  tough  anti-drug  plan.  The  urgency  of 
the  problem  leaves  no  room  for  partisan- 
ship. Proposals  l>eing  considered  include: 
more  money  for  international  drug  control 
and  education  programs;  sharing  drug-traf- 
ficking information  with  other  countries; 
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expanded  drug  abuse  prevention  programs 
for  elementary  and  secondary  schools;  more 
money  for  treatment  and  prevention;  en- 
couraging drug  testing  and  rehabilitation  at 
work  and  at  schools;  denying  preferential 
trade  status  and  other  benefits  to  countries 
failing  to  cut  drug  production;  increasing 
Coast  Guard  and  Customs  Service  personnel 
and  giving  them  more  sophisticated  detec- 
tion equipment;  developing  a  herbicide  to 
destroy  coca;  and  providing  various  other 
enforcement  tools. 

My  uneasy  feeling  is  that,  despite  our  ef- 
forts, we  are  losing  our  war  on  illicit  drugs. 
An  effective  war  on  drugs  requires  constant 
cooperation  and  support  of  federal,  state, 
and  local  officials,  the  private  sector,  and 
the  public.  We  will  have  to  devote  more  re- 
sources to  fight  drug  traffickers  and  to 
reduce  drug  demand.  The  best  news  may  be 
that  growing  recognition  of  the  size  of  the 
problem,  and  determination  to  deal  with  it. 
is  changing  the  climate. 


THE  LIFE  OP  THE  LATE 
AVERELL  HARRIMAN 


EXTENSIONS  OF  REMARKS 

ston  and  intimidation  or  lead  them  by  example 
to  our  dreams  of  freedom  and  justice. 

For  Pamela  Harriman,  we  oiemocrats  espe- 
cially, hold  a  warm  place  in  our  hearts.  It  is 
she  who  carries  on  in  the  tradition  of  her  hus- 
band—cultivating leadership  among  our  young 
people,  inspiring  those  who  might  otherwise 
stand  on  the  sidelines,  and  providing  leader- 
ship for  our  party  around  the  country. 

Mr.  Speaker,  many  politicians  appeal  to  the 
voters  by  asking  if  we  are  better  off  today 
than  in  the  past.  Because  of  the  wort<  of  men 
and  women  like  Averell  Harriman,  we  in  the 
1980's  can  proudly  answer  that  question  with 
a  resounding  "Yes." 


HON.  BILL  ALEXANDER 

OF  ARKANSAS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1986 

Mr.  ALEXANDER.  Mr.  Speaker,  it  is  said  of 
this  political  year  that  campaigns  are  lacklus- 
ter and  uninspiring,  while  candidates  are  de- 
bating few  significant  issues  or  raising  little  or 
no  new  ideas  for  the  consideration  of  the 
electorate.  Instead,  it  is  said  candidates  are 
focusing  their  energy  and  resources  on  what 
is  called  negative  campaigning— in  short,  kick- 
ing the  living  daylights  out  of  opponents  while 
actively  avoiding  any  public  discussion  of 
one's  own  vision  of  the  future. 

It  is  against  this  backdrop  that  we  now 
honor  an  American  who  has  consistently 
stood  as  a  symbol  of  the  grander  ideals  of 
this  country  and  a  broader  vision  of  public 
service. 

Averell  Haniman  was  one  of  an  elite  class 
of  worid  leaders,  born  in  the  late  19th  century, 
schooled  in  the  bitter  experience  of  two  Worid 
Wars,  and  called  to  guide  the  worid  through 
social  and  political  transitions  unparalleled  in 
history.  They  were  gentlemen,  they  were 
scholars,  they  were  statesmen.  Their  personal 
commitment  to  build  a  better,  safer  worid  tran- 
scended political  vanities,  parochial  interests, 
and  personal  self-interest.  Among  this  compa- 
ny are  numbered  such  great  heroes  as  Win- 
ston Churchill,  Harold  MacMillan,  and  Conrad 
Adeneur.  Their  insights  and  leadership  in 
international  affairs  gave  to  our  modern  worid 
a  framewori<  through  which  nations  would 
come  to  live  in  relative  peace  and  security  in 
spite  of  a  newly  discovered  capacity  to  de- 
stroy each  other  with  a  mere  pressing  of  a 
button. 

Averell  Hamman,  whether  as  Governor  of 
New  Yori<  or  Ambassador  to  the  Soviet  Union, 
was  a  reminder  to  all  Americans  of  that  in  our 
national  character  which  is  noble  and  just.  He 
believed  in  the  inherent  goodness  of  the 
American  people.  He  understood  that  Ameri- 
can power  could  be  both  a  blessing  and  curse 
to  the  nations  of  the  worid— that  we  Ameri- 
cans could  bully  other  nations  through  coer- 


GORGE  BILL  READY  FOR 
ENACTMENT 


HON.  DON  BONKER 

OF  WASHINGTON 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  BONKER.  Mr.  Speaker,  legislation  to 
establish  a  National  Scenic  Area  to  protect 
the  Columbia  River  Gorge  in  Oregon  and 
Washington  has  recently  been  fine  tuned.  The 
Washington  and  Oregon  delegations  and  the 
Governors  of  both  States  have  worked  on  this 
legislation  for  years  and,  with  the  assistance 
of  House  and  Senate  committees,  the  meas- 
ure is  now  ready  for  congressional  action. 

As  early  as  1915  the  Secretary  of  Interior 
identified  the  Columbia  gorge  as  the  Nation's 
greatest  water  gap  and  an  area  of  "undeni- 
able national  significance."  One  year  later,  the 
first  gorge  protection  bill  was  introduced  in 
Congress.  In  the  70  years  since  then,  the 
quickening  pace  of  development  has  changed 
the  face  of  the  gorge  and  threatens  to  mar  its 
breathtaking  beauty  forever.  In  the  short  time 
remaining  in  this  session,  we  have  an  historic 
opportunity  that  may  not  present  itself  again 
for  years  to  come. 

The  gorge,  a  deep  ravine  carved  through 
the  Cascade  Mountains  by  the  Columbia 
River,  is  uniquely  beautiful.  It  also  presents 
unique  challenges  in  the  effort  to  preserve  its 
scenery,  for  the  gorge  is  home  to  some 
50,000  residents  who  depend  on  the  area  for 
their  livelihoods.  This  legislation  is  painstak- 
ingly crafted  to  save  the  scenery  without  un- 
dermining the  economy  of  developed  areas 
within  the  gorge.  It  also  balances  the  interests 
of  Federal,  State,  and  local  governments. 

Despite  this  balancing  of  interests,  there  are 
those  in  the  gorge  who  oppose  a  Federal 
presence  to  preserve  the  scenery.  Anyone 
who  reviews  the  history  of  Federal  presen/a- 
tion  efforts  understands  that  such  efforts  are 
usually  opposed  by  local  residents.  However, 
once  the  Federal  presence  is  in  place,  it  is 
often  the  case  that  local  concerns  diminish 
and  there  is  sometimes  a  new  appreciation  for 
the  Government's  role. 

In  the  statement  that  follows,  the  Honorable 
Maurine  Neuberger,  former  member  of  the 
U.S.  Senate  and  Oregon  Legislature,  puts  this 
issue  in  perspective.  With  decades  of  public 
sennce  behind  her,  few  are  as  qualified  as  she 
is  to  speak  on  this  matter.  As  a  former  staffer 
for  Senator  Neuberger,  I  am  pleased  to 
present  her  testimony  in  favor  of  legislatron  to 
protect  the  Columbia  River  Gorge. 
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Testimony  of  Maurinf  Nettbergcb  Beforz 
THE    HocsE    Subcommittee    on    Forests, 
Famtlt  Farms  and  Energy 
I  am  Maurine  Neul>erger,  former  meml>er 
of  the  Oregon  Legislature;  former  member 
of  the  United  States  Senate.  In  the  Senate  I 
chose  to  serve  on  the  Agriculture  Commit- 
tee t>ecause  that  committee  deals  with  the 
National  Forests,  which  have  always  t>een  of 
great  interest  to  me.  My  husband  and  I  at- 
tended the  dedication  of  the  Gifford  Pin- 
chot  National  Forest.  We  were  proud  to 
take  Adlai  Stevenson  to  Harry  Truman's 
camp  on  Mt.  St.  Helens. 

When  we  were  working  on  the  legislation 
to  create  a  national  park  at  the  Oregon 
Dunes,  we  visited  the  Olympic  National 
Park  and  talked  to  people  who  lived  within 
the  park.  People  who  thought  they  were 
going  to  lose  their  homes  when  the  park 
was  created,  but  who  are  still  living  there 
and  said  they  were  wrong  in  their  first  op- 
position to  the  park. 

Similar  opposition  had  arisen  at  the  site 
of  the  Oregon  Dunes.  This  summer  when  1 
attended  the  dedication  of  the  Neuljerger 
recreation  area  of  the  Oregon  Dunes,  one  of 
the  residents  came  up  to  me  and  reminded 
me  that  he  had  testified  against  the  legisla- 
tion, but  now  he  is  happy  that  his  group  did 
not  prevail. 

When  it  came  down  to  the  arguments  pro 
and  con  for  the  Dunes  area,  I  found  that 
these  same  "cons"  had  been  voiced  and  re- 
corded in  other  instances.  I  researched  the 
Congressional  Record  regarding  the  debates 
at  the  formation  of  the  Cape  Cod  National 
Seashore,  at  Point  Reyes  in  California,  at 
Padre  Island,  and  further  back  than  that— 
the  establishment  of  the  National  Forests, 
themselves.  In  all  of  the  examples  none  of 
these  "terrible  things  "  have  happened. 

The  Federal  Government  is  necessary  in 
our  lives.  If  we  adhered  literally  and  strictly 
to  the  old  saw  "states  rights",  we  would  be 
like  a  series  of  Balkan  states  and  not  a 
union.  We  as  individual  states  can  not  pro- 
vide our  own  national  defense,  we  caimot  go 
to  the  corner  drugstore  and  buy  our  own 
cancer  research,  we  must  have  cooperation 
between  -states  to  control  air  pollution  and 
Columbia  River  pollution. 

The  opponents  of  the  Federal  Legislation 
to  protect  the  Columbia  River  Gorge  are 
just  as  aware  of  the  l>eauty  of  the  area  as  I 
am.  They  have  seen  its  changing  colors 
from  suiu-ise  to  sunset.  They  have  thrilled 
at  the  omnipotence  of  nature  during  a 
storm  when  the  dark  clouds  gather  and  the 
water  chums.  So.  why  are  we  antagonists 
about  this  legislation?  I've  read  and  listened 
to  the  testimony  from  some  would-be  devel- 
opers. It  makes  me  feel  that  economic 
(money)  goals  are  all  that  matters.  Even 
though  the  value  of  the  land  is  its  sight 
along  the  Gorge. 

For  sixteen  years  I  lived  in  Washington 
and  Boston.  Few  people  there  have  ever  vis- 
ited the  Northwest.  They  confuse  Seattle 
and  Portland,  but  they  do  know  about  Mt. 
Rainier  and  Mt.  Hood  and  the  Columbia 
River.  I  like  to  think  that  some  Uxi  driver 
in  Boston  knows  that  he  may  never  see  our 
mountains  or  the  Columbia  River,  but  he 
knows  that  someday  his  son  or  his  daughter 
will  travel  to  the  area  that  Meriwether 
Lewis  called  "Beyond  the  Shining  Moun- 
tains", and  will  thrill  at  the  splendor  of  our 
forests,  our  mountains  and  our  river. 

In  conclusion.  Congressmen.  I  encourage 
you  to  enact  National  Scenic  Area  legisla- 
tion for  the  Columbia  Gorge  as  soon  as  pos- 
sible. As  you  have  seen  today,  the  Gorge  is 
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truly  of  national  significance,  and  deserves 
national  protection  through  legislation 
which  is  at  least  as  strong  as  the  AuCoin/ 
Honker  biU.  H.R.  4221. 


TIMELY  RESOLUTIONS 


HON.  ELDON  RUDD 

or  ARIZONA 
IH  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  RUOO.  Mr.  Spealcer,  a  constituent  of 
mine,  Capt  Freeman  P.  Fountain,  who  is  com- 
mander of  the  Phoenix  Chapter  of  the  Military 
Order  of  ttie  Worid  Wars,  contacted  me  re- 
cently to  share  copies  of  seven  resolutions 
adopted  at  ttie  order's  recent  convention. 

The  resolutions,  which  cover  Immigration, 
terrorism,  the  freedom  fighters  in  Central 
America,  ttie  English  language  amendment 
and  drug  abuse  and  trafficking,  are  timely  and 
deserve  the  careful  consideration  of  the  Mem- 
bers of  the  House. 

I  ask  unanimous  consent  that  the  text  of  the 
seven  resolutions  adopted  by  tf)e  order  be 
printed  in  the  Record  at  this  point: 

1986  National  Convention,  San  Diego, 
CA— 30  JnLY-3  August  1986 

RESOLUTION  1 

Whereas  Coimnissioner  Alan  C.  Nelson  of 
the  U.S.  Immigration  and  Naturalization 
Service  has  released  figures  indicating  that 
some  four  million  illegal  aliens  will  success- 
fully enter  the  United  States  in  1986;  and 

Whereas  these  aliens  have  come  from  at 
least  S3  different  nations,  about  60  per  cent 
of  them  from  Mexico,  a  nation  experiencing 
a  severe  and  growing  economic  crisis  and  a 
birth  rate  over  three  times  greater  than 
that  of  the  United  States:  and 

Whereas  valid  national  polls  show  that  91 
per  cent  of  the  people  in  the  United  States 
want  illegal  immigration  stopped,  and  77  per 
cent  want  legal  immigration  quotas  reduced, 
and  it  is  obvious  that  immigration  into  this 
nation  is  out  of  control  and  presently  un- 
controllable and  further  is  the  projected 
source  of  an  increase  in  U.S.  population  in 
the  next  twenty  years  of  some  50  million 
people:  be  it  therefore  hereby 

Resolved,  That  we,  the  memt>ers  of  the 
MUitary  Order  of  the  World  Wars,  in  na- 
tional convention  assembled,  do  hereby  call 
upon  the  President  and  the  Congress  to 
heed  the  reasonable  apprehension  of  the 
people  of  this  nation  and  allocate  the  neces- 
sary resources  to  regain  control  of  the  bor- 
ders of  the  United  States;  be  it  further 

Resolved,  That  the  internal  security  of 
our  nation,  its  economic  future  and  the 
maintenance  of  our  free  society  are  all 
threatened  by  uncontrolled  immigration, 
and  as  citizens  of  the  United  States,  we  be- 
lieve that  continued  toleration  of  immigra- 
tion abuse  is  a  clear  violation  of  the  legal  re- 
sponsibility of  the  Congress  under  the  Pre- 
amble to  the  Constitution. 

RESOLUTION  3 

Whereas  President  Ronald  Reagan,  both 
by  work  and  forceful  leadership,  has  demon- 
strated his  commitment  to  the  suppression 
of  terrorism;  be  it  therefore  hereby 

Resolved,  That  we.  the  membership  of  the 
Military  Order  of  the  World  Wars,  in  na- 
tional convention  assembled,  do  thank  and 
conunend  the  President  for  his  courage  in 
taking  action  against  terrorism,  and  we  do 
further  express  our  full  support  for  all 
measures  taken  or  to  l>e  taken  to  suppress 


EXTENSIONS  OF  REMARKS 

terrorism  committed  against  citizens  of  the 
United  States,  wherever  in  the  world  such 
measures  need  to  be  taken. 

RESOLUTION  3 

Whereas  the  House  of  Representatives 
has  passed  legislation  providing  one  hun- 
dred million  dollars  of  aid  to  the  "Contra" 
freedom  fighters  in  Nicaragua  in  support  of 
their  fight  for  freedom  from  conununist 
slavery;  and 

Whereas  the  spending  of  these  funds 
should  l>e  carefully  supervised  to  ensure 
that  they  are  used  effectively  and  solely  for 
the  purpose  of  their  appropriation;  and 

Whereas  substantially  detailed  doctrines, 
policies  and  programs  concerning  the  effec- 
tive use  of  such  funds  have  already  been  de- 
veloped and  proven  effective  through  exten- 
sive use  and  experience  in  the  field;  be  it 
therefore  hereby 

Resolved,  That  we,  the  membership  of  the 
Military  Order  of  the  World  Wars,  in  na- 
tional convention  assembled,  do  caU  upon 
the  President  and  the  Congress  to  delegate 
the  supervision  of  the  spending  of  the  re- 
cently appropriated  "Contra"  aid  fimds  to 
the  Department  of  Defense;  be  it  further 

Resolved,  That  the  President,  as  Com- 
mander-in-Chief of  the  Armed  Forces, 
should  exercise  his  constitutional  responsi- 
bility over  the  spending  of  said  funds 
through  a  presidential  commission  charged 
solely  with  the  task  of  determining  that  the 
spending  of  said  funds  is  for  the  purpose  for 
which  they  were  appropriated  and  in  the 
national  interest  of  the  United  States  of 
America. 

RESOLUTION  4 

Whereas  the  English  language  is  that  in 
which  our  basic  statements  of  freedom  are 
written  and  our  laws  are  universally  written 
and  also  the  language  in  which  the  govern- 
ment, business,  industry,  research  and  edu- 
cation of  our  nation  are  carried  on:  and 

Whereas  the  English  language  is  the  most 
universally  spoken  and  understood  language 
of  western  civilization  and  serves  mankind 
well  as  the  most  fully  expressive  communi- 
cations tool  available;  be  it  therefore  hereby 

Resolved,  That  we,  the  membership  of  the 
Military  Order  of  the  World  Wars,  in  na- 
tional convention  assembled,  do  express  our 
concern  that  failure  to  learn  and  use  the 
English  language  in  the  United  States  leads 
inevitably  to  loss  of  contact  with  western 
civilization  and  the  philosophic  principles  of 
American  freedom  and  encourages  divisive 
subcultures,  potentially  disaffected  from 
primary  loyalty  to  the  United  States,  and 
we  call  upon  the  Congress  to  enact  forth- 
with, legislation  making  the  English  lan- 
guage the  official  language  of  the  United 
SUtes. 

RESOLUTION  5 

Whereas  the  use  of  illicit  drugs  and  the 
criminal  economy  and  criminal  activity  sup- 
ported thereby  have  l)ecome  a  deadly  and 
destructive  cancerous  plague,  eating  away 
the  vitality,  spirit  and  strength  of  our  socie- 
ty; and 

Whereas  we  see  the  cause  of  this  national 
disease  to  be  the  ignorance  and  irresponsi- 
bility of  the  users,  the  greed  and  criminal 
cynicism  of  the  producers  and  sellers,  the 
permissiveness  and  apathy  of  the  general 
public,  the  limited  resources  of  law  enforce- 
ment, the  heavy  case-loads  and  leniency  of 
the  prosecutors  and  courts  and  the  lack  of 
laws  providing  for  stringent  and  harsh  pen- 
alties, including  the  death  penalty,  if 
needed,  for  all  forms  of  drug  trafficking; 
and 
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Whereas  this  problem  is  now  at  the  well- 
recognized  level  of  a  serious  national  securi- 
ty threat,  not  only  in  the  United  States  but 
in  many  smaller  countries,  l>ecause  of  links 
with  communist  terrorism  and  wide-spread 
official  corruption;  be  it  therefore  hereby 

Resolved,  That  we,  the  membership  of  the 
Military  Order  of  the  World  Wars,  in  na- 
tional convention  assembled,  do  call  upon 
the  President,  the  Congress  and  the  gover- 
nors and  legislatures  of  the  various  states  to 
make  a  full  and  unequivocal  commitment  to 
destroy  the  illicit  drug  traffic  in  this  nation 
by  all  means  at  hand,  including  the  follow- 
ing: 

1.  An  intensified  program  of  education  of 
the  youth  of  America,  emphasizing  strongly 
the  personal  responsibilities  of  citizenship 
and  the  dangers  of  all  illicit  drug  use. 

2.  The  re-allocation  of  certain  national 
and  state  resources  to  provide  for  substan- 
tially stronger  law  enforcement  at  all  levels 
of  police  operations  and  prosecution  against 
drug  traffickers,  including  the  use  of  the 
armed  forces  as  needed. 

3.  The  imposition  of  both  sanctions  and 
rewards  upon  foreign  governments  as  may 
be  needed  to  secure  their  cooperation 
against  the  production  and  trafficking  of 
drugs. 

4.  The  passage,  forthwith,  of  new  laws 
providing  for  stringent  and  harsh  penalties 
for  trafficking  in  drugs,  including  the  death 
penalty  in  aggravated  cases. 

5.  The  leadership,  by  word  and  deed,  to 
bring  the  people  of  America  to  aroused 
action  to  wipe  out  the  present  national 
plague  of  criminal  drug  use. 

RESOLUTION  6 

Whereas  the  Constitution  of  the  United 
States  of  America  has  served  us  well  for  two 
hundred  years,  has  been  amended  through 
the  process  provided  therein  as  needed  and 
has  been  fully  Interpreted  by  the  Courts 
through  two  hundred  years  of  jurispru- 
dence; and 

Whereas  various  State  legislatures  have 
called  for  a  Constitutional  Convention  to  re- 
write this  basic  guarantee  of  our  freedom; 
and 

Whereas  there  is  substantial  inherent 
danger  to  the  well  established  and  well  de- 
fined freedom  we  enjoy  in  the  process  of  re- 
writing the  entire  Constitution  and  any 
such  revision  would  bring  about  great  con- 
fusion, gross  insecurity  and  many  long  years 
of  bitter  litigation  to  re-interpret  the  full 
meaning  of  the  new  document;  be  it  there- 
fore hereby 

Resolved,  That  we,  the  membership  of  the 
Military  Order  of  the  World  Wars,  in  na- 
tional convention  assembled,  do  oppose  a 
Constitutional  Convention  and  do  call  upon 
those  persons  who  wish  to  change  the  Con- 
stitution to  offer  amendments  as  may  be 
needed  instead  of  seeking  to  make  changes 
by  rewriting  the  entire  document;  be  it  fur- 
ther 

Resolved,  That  we  do  continue  to  honor 
our  sworn  oath  to  "uphold  and  defend  the 
Constitution  of  the  United  States  against  all 
enemies,  foreign  or  domestic,"  and  we  call 
upon  all  others  who  have  sworn  such  an 
oath,  particularly  whose  persons  elected  to 
represent  the  people,  to  reflect  upon  their 
sworn  duty  and  to  protect  the  Constitution 
as  it  has  so  well  protected  our  God-given 
rights  for  two  centuries. 

RESOLUTION  T 

Whereas,  as  we  see  it,  the  overriding  issue 
concerning  the  present  government  of  Nica- 
ragua is  the  simple  question  of  whether  the 
Caribbean  Basin  and  Latin  America  are  to 
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be  dominated  and  controlled  by  the  commu- 
nist slavery  of  the  Soviet  Union  or  by  the 
policy  of  freedom  supported  by  the  United 
States;  be  it  therefore  hereby 

Resolved,  That  we,  the  membership  of  the 
Military  Order  of  the  World  Wars,  in  na- 
tional convention  assembled,  do  support  and 
encourage  the  increase  of  support  and  as- 
sistance by  the  United  States  to  all  persons, 
organizations  and  governments  who  fight 
and  work  against  communist  oppression  and 
subversion  and  fight  and  work  for  freedom 
and  human  dignity  in  Central  and  South 
America  and  throughout  the  world. 

Done  and  passed  at  San  Diego.  California, 
this  31st  day  of  July  1986. 

Jeptha  C.  Tanksley, 
Captain,  USA  (Retired) 

Commander-in-Chief. 
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rious  nationwide  problem,  a  problem  that  the 
Congress  must  take  strong  action  to  deal  with. 
The  Introduced  legislation  follows: 

H.R.  5538 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United   States    of 
America  in  Congress  assembled, 

SECTION  I.  OPEN  CONTAINER  AND  NATIONAL  MINI- 
MUM BLOOD  ALCOHOL  LEVEL  LAWS. 

(a)  E:sTABLiSHiiEirr.— Chapter  1  of  title  23, 
United  States  Code,  is  amended  by  adding 
at  the  end  thereof  the  following  new  sec- 
tion: 


SOBER  DRIVERS  MAKE  SAFER 
HIGHWAYS 


HON.  BYRON  L  DORGAN 

OF  NORTH  DAKOTA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday.  September  17,  1986 

Mr.  DORGAN  of  North  Dakota.  Mr.  Speaker, 
today  I  would  like  to  share  with  my  colleagues 
a  few  startling  facts  about  crime  which  has 
caused  more  death,  injuries,  and  destruction 
than  has  been  caused  by  murders,  robberies, 
and  rapes.  This  crime  is  drunk  driving,  and  we 
have  to  do  something  to  combat  it. 

Drunk  driving  crimes  account  for  fully  half  of 
all  auto  fatalities. 

Every  23  minutes  someone  dies  t)ecause  of 
a  drunk  driver. 

Within  the  last  10  years,  over  a  quarter  of  a 
million  Americans  have  died  because  of  drunk 
drivers.  This  is  more  than  five  times  the 
number  of  U.S.  combat  deaths  in  Vietnam. 

Drunk  drivers  cost  society  $24  billion  each 
year  in  rehabilitation,  lost  earnings,  and  court 
costs. 

One  out  of  two  Americans  will  be  the  victim, 
one  way  or  another,  of  an  alcohol-related 
crash. 

The  drunk  driver  is  on  highways  and  local 
streets  all  over  our  Nation.  These  statistics 
are  frightening.  Our  constituents  are  fright- 
ened; but  as  Members  of  Congress  we  need 
to  be  more  than  frightened.  We  need  to  take 
actkjn. 

Today  I  am  introducing  legislation  to  en- 
courage the  States  to  take  a  stronger  stance 
against  drunk  driving.  This  bill  requires  States 
to  enact  laws  that  puts  the  legal  intoxication 
level  at  .10  and  prohibits  open  alcohol  con- 
tainers in  a  vehicle.  Similar  to  the  law  setting 
21  as  the  legal  age  for  purchasing  alcohol 
law,  this  bill  would  withhold  5  percent  of  the 
State's  highway  funds  if  it  does  not  comply. 

All  but  10  States  cunently  have  laws  recog- 
nizing that  drivers  with  a  blood-alcohol  level  of 
.10  are  intoxicated;  two  States  have  more 
stringent  levels.  Unfortunately,  however,  only 
19  States  currently  prohibit  drinking  while  driv- 
ing. 

It  is  possible  to  drive— following  a  reason- 
ably direct  route— from  the  New  Hampshire- 
Canadian  boarder  south  to  Pensacola,  FL  and 
then  west  to  Reno,  NV— approximately  4,000 
miles— drinking  all  the  way. 

Withholding  State  highway  moneys  is  a  seri- 
ous penalty.  I  agree,  but  drunk  driving  is  a  se- 
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limitations. 

"(a)  Withholding  of  Ponds  for  Noncom- 
pliance.— 

"(1)  General  rule.— The  Secretary  shall 
withhold  5  percent  of  the  amount  required 
to  he  apportioned  to  any  State  under  each 
of  sections  104(b)(1),  104(b)(2),  104(b)(5), 
and  104(b)(6)  of  this  title  on  the  first  day  of 
each  fiscal  year  succeeding  the  first  fiscal 
year  t>eginning  after  Septeml)er  30,  1989— 

"(A)  in  which  the  possession  of  any  open 
alcoholic  Ijeverage  container,  or  the  con- 
sumption of  any  alcoholic  beverage,  in  the 
passenger  area  of  any  motor  vehicle  located 
on  a  public  highway,  or  the  right-of-way  of 
a  public  highway,  in  such  State  is  lawful;  or 

'•(B)  in  which  driving  of  a  motor  vehicle 
on  a  public  highway,  or  the  right-of-way  of 
a  public  highway,  in  such  State  by  a  person 
with  a  blood  alcohol  concentration  of  0.10 
percent  or  greater  is  lawful. 

"(2)  Limitation  of  application  to  char- 
ter BUSES.— If  a  State  has  in  effect  a  law 
which  makes  unlawful  the  possession  of  any 
open  alcoholic  beverage  container  in  the 
passenger  area  by  the  driver  (and  not  the 
passengers)  of  any  motor  vehicle  designed 
to  transport  more  than  10  passengers,  in- 
cluding the  driver,  while  being  used  to  pro- 
vide charter  transportation  of  passengers, 
such  State  shall  be  deemed  to  be  in  compli- 
ance with  paragraph  (1)  of  this  subsection 
with  respect  to  such  motor  vehicles  in  each 
fiscal  year  in  which  such  law  is  in  effect. 

"(b)  Period  of  Availability;  Effect  of 
Compliance  and  Noncompliance.— 

"(1)  punds  withheld  on  or  before  sep- 
TEMBER 30,  1991.— 

"(A)  Period  of  availability.— Any  funds 
withheld  under  this  section  from  apportion- 
ment to  any  State  on  or  before  September 
30,  1991,  shall  remain  available  for  appor- 
tionment to  such  State  as  follows: 

"(i)  If  such  funds  would  have  l)een  appor- 
tioned under  section  104(b)(5)(A)  of  this 
title  but  for  this  section,  such  funds  shall 
remain  available  until  the  end  of  the  fiscal 
year  for  which  such  funds  are  authorized  to 
t>e  appropriated. 

"(ii)  If  such  funds  would  have  been  appor- 
tioned under  section  104(b)(5)(B)  of  this 
title  but  for  this  section,  such  funds  shall 
remain  available  until  the  end  of  the  second 
fiscal  year  following  the  fiscal  year  for 
which  such  funds  are  authorized  to  be  ap- 
propriated. 

"(iii)  If  such  funds  would  have  been  ap- 
portioned under  section  104(b)(1),  104(b)(2). 
or  104(b)(6)  of  this  title  but  for  this  section, 
such  funds  shall  remain  available  until  the 
end  of  the  third  fiscal  year  foUowing  the 
fiscal  year  for  which  such  funds  are  author- 
ized to  be'appropriated. 

"(B)  PUNDS  WITHHELD  AFTER  SEPTEMBER  30, 

1991.— No  funds  withheld  under  this  section 
from  apportionment  to  any  SUte  after  Sep- 
tember 30,  1991,  shall  be  available  for  ap- 
portionment to  such  State. 
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"(2)    APPORTIOKMTNT   of   withheld    FUNDS 

AFTER  COMPLIANCE.— If ,  befoic  the  last  day  of 
the  period  for  which  funds  withheld  under 
this  section  from  apportionment  are  to 
remain  available  for  apportionment  to  a 
SUte  under  paragraph  (1).  the  State  makes 
effective  a  law  which  is  in  compliance  with 
subsection  (a),  the  Secretary  shall  on  the 
day  following  the  effective  date  of  such  law 
apportion  to  such  State  the  withheld  funds 
remaining  available  for  apportionment  to 
such  State. 

"(3)  Period  of  availability  of  subse- 
quently APPORTIONED  FUNDS.- Any  f  unds  ap- 
PK>rtioned  pursuant  to  paragraph  (2)  shall 
remain  available  for  expenditure  as  follows: 
"(A)  Punds  apportioned  under  section 
104(bH5KA)  of  this  title  shall  remain  avail- 
able until  the  end  of  the  fiscal  year  succeed- 
ing the  fiscal  year  in  which  such  funds  are 
so  apportioned. 

"(B)  Punds  apportioned  under  section 
104(b)(1).  104(b)(2).  104(bK5)(B).  or 
104(b)(6)  of  this  title  shall  remain  available 
until  the  end  of  the  third  fiscal  year  suc- 
ceeding the  fiscal  year  in  which  such  funds 
are  so  apportioned. 

Sums  not  obligated  at  the  end  of  such 
period  shall  lapse  or,  in  the  case  of  funds 
apportioned  under  section  104(b)(5)  of  this 
title,  shall  lapse  and  be  made  avaUable  by 
the  Secretary  for  projects  in  accordance 
with  section  118(b)  of  this  title. 

"(4)  Effect  of  noncompliance.— If.  at  the 
end  of  the  period  for  which  funds  witliheld 
under  this  section  from  apportionment  are 
available  for  apportionment  to  a  State 
under  paragraph  (1),  the  State  has  not 
made  effective  a  law  which  is  in  compliance 
with  subsection  (a),  such  funds  shall  lapse 
or.  in  the  case  of  funds  withheld  from  ap- 
portionment under  section  104(bK5)  of  this 
title,  such  funds  shall  lapse  and  be  made 
available  by  the  Secretary  for  projects  in  ac- 
cordance with  section  118(b)  of  this  title. 

"(c)  Definitions.- As  used  in  this  sec- 
tion— 

"(1)  Alcoholic  beverage.- The  term  'alco- 
holic beverage'  has  the  meaning  such  term 
has  under  section  158(c)  of  this  title. 

•(2)  Motor  vehicle.— The  term  motor  ve- 
hicle' has  the  meaning  such  term  has  under 
section  154(b)  of  this  title. 

"(3)  Open  alcohouc  beverage  contain- 
er.—The  term  open  alcoholic  beverage  con- 
tainer' means  any  bottle,  can.  or  other  re- 
ceptacle— 

"(A)  which  contains  any  amount  of  an  al- 
coholic beverage;  and 

"(B)(i)  which  is  open  or  has  a  broken  seal, 
or 

"(ii)  the  contents  of  which  are  partially 
removed. 

"(4)  Passenger  area.— The  term  passen- 
ger area'  shall  be  defined  by  the  Secretary 
by  regulation. ". 

(b)  Conforming  Amendment.— The  analy- 
sis for  chapter  1  of  such  title  is  amended  by 
adding  at  the  end  thereof  the  following  new 
item: 

"159.   Open   container   and   blood   alcohol 
level  limitations.'. 


SENATE  COMMITTEE  MEETINGS 

Title  IV  of  Senate  Resolution  4, 
agreed  to  by  the  Senate  on  February 
4,  1977,  caUs  for  establishment  of  a 
system  for  a  computerized  schedule  of 
all  meetings  and  hearings  of  Senate 
committees,  subconunittees,  joint  com- 
mittees, and  committees  of  conference. 
This  title  requires  all  such  committees 
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to  notify  the  Office  of  the  Senate 
Daily  Digest— designated  by  the  Rules 
Committee — of  the  time,  place,  and 
purpose  of  the  meetings,  when  sched- 
uled, and  any  cancellations  or  changes 
in  the  meetings  as  they  occur. 

As  an  additional  procedure  along 
with  the  computerization  of  this  infor- 
mation, the  Office  of  the  Senate  Daily 
Digest  will  prepare  this  information 
for  printing  in  the  Extensions  of  Re- 
marks section  of  the  Congressional 
Record  on  Monday  and  Wednesday  of 
each  week. 

Any  changes  in  committee  schedul- 
ing will  be  indicated  by  placement  of 
an  asterisk  to  the  left  of  the  name  of 
the  unit  conducting  such  meetings. 

Meetings  scheduled  for  Thursday, 
September  18,  1986,  may  be  found  in 
the  Daily  Digest  of  today's  Record. 

Meetings  Scheduled 

SEPTEMBER  19 
9:00  a.m. 
Energy  and  Natural  Resources 
Public  Lands,  Reserved  Water  and  Re- 
source Conservation  Subcommittee 
To  hold  hearings  on  S.  1971.  to  transfer 
certain  lands  to  the  City  of  Mesquite, 
Nevada,  S.  2194.  to  convey  certain 
lands  to  the  Catholic  Diocese  of  Reno/ 
Las  Vegas,  Nevada.  S.  2599,  to  declare 
that  the  United  States  holds  certain 
public  domain  lands  in  trust  for  the 
Pueblo  of  Zia  Indians  in  New  Mexico, 
S.  2698,  to  transfer  certain  lands  in 
Nevada  to  the  Toiyabe.  Humboldt,  and 
Inyo  National  Forests.  S.  2758.  to  au- 
thorize the  exchange  of  certain  lands 
in  Nevada  and  Florida,  S.J.  Res.  372. 
to  authorize  the  establishment  of  a 
memorial  in  the  District  of  Columbia 
to  honor  Americas  astronauts,  S.  2812 
and  H.R.  4037,  bills  to  revise  the 
boundary  of  the  Indiana  Dunes  Na- 
tional Lakeshore.  and  H.R.  4645,  to 
modify  the  boundaries  of  the  Cuya- 
hoga Valley  National  Recreational 
Area. 

SD-366 
Impeachment  Committee 
To  continue  hearings  on  matters  relat- 
ing to  the  impeachment  of  Honorable 
Harry  E.  Claiborne. 

SR-325 
9:30  a.m. 
Commerce.  Science,  and  Transportation 
Aviation  Subcommittee 
To  hold  hearings  to  examine  the  quality 
of  air  in  the  cabins  of  commercial  air- 
craft. 

SR-253 
Finance 

Health  Subcommittee 
To  hold  hearings  to  examine  current 
Medicaid  funding  services  provided  for 
the  long-term  care  of  developmentally 
disabled  persons. 

SD-215 
10:00  a.m. 
Judiciary 
Business  meeting,  to  mark  up  pending 
calendar  business. 

SD-226 


EXTENSIONS  OF  REMARKS 

2:00  p.m. 
Impeachment  Committee  » 

To  continue  hearings  on  matters  relat- 
ing to  the  impeachment  of  Honorable 
Harry  E.  Claiborne. 

SR-32S 

SEPTEMBER  22 
2:30  p.m. 
Commerce,  Science,  and  Transportation 
To  hold  hearings  on  the  nomination  of 
Dale  D.   Myers,   of  California,   to  be 
Deputy  Administrator  of  the  National 
Aeronautics    and    Space    Administra- 
tion. 

SR-232A 
Commerce,  Science,  and  Transportation 
Business,  Trade,  and  Tourism  Subcommit- 
tee 
To  hold  hearings  to  review  travel  and 
tourism  statistics. 

SR-253 

SEPTEMBER  23 
9:00  a.m. 
Office  of  Technology  Assessment 
The  Board,  to  meet  to  consider  pending 
business. 

EP-lOO,  Capitol 
9:30  a.m. 
Energy  and  Natural  Resources 
Public  Lands,  Reserved  Water  and  Re- 
source Conservation  Subcommittee 
To  hold  hearings  on  S.  2029  and  H.R. 
4090,  bills  to  establish  the  Big  Cypress 
National  Preserve  Addition  in  Florida, 
S.  2442  and  H.R.  4811,  bills  to  estab- 
lish the  San  Pedro  Reparian  National 
Conservation  Area  in  Arizona.  H.R. 
2921.  to  authorize  the  Secretary  of  Ag- 
riculture to  issue  permanent  ease- 
ments for  certain  water  conveyance 
systems  in  order  to  resolve  title  claims 
arising  under  Acts  repealed  by  the 
Federal  Land  Policy  and  Management 
Act  of  1976,  S.  2707  and  H.R.  2826. 
bills  to  designate  a  segment  of  the 
Horsepasture  River  in  North  Carolina 
as  a  component  of  the  National  Wild 
and  Scenic  Rivers  System. 

SD-366 
Rules  and  Administration 
To  hold  hearings  on  S.J.  Res.  268,  to 
provide  for  the  reappointment  of 
Murray  Gell-Mann  as  a  citizen  regent 
of  the  Board  of  Regents  of  the  Smith- 
sonian Institution,  and  to  resume  over- 
sight hearings  on  the  operations  and 
functions  of  the  Office  of  the  Senate 
Sergeant  at  Arms. 

SR-301 
10:00  a.m. 
Governmental  Affairs 
To  hold  hearings  on  the  nomination  of 
Robert  P.  Bedell,  of  Virginia,  to  be  Ad- 
ministrator for  Federal  Procurement 
Policy. 

SD-342 
Labor  and  Human  Resources 
Children,  Family.  Drugs,  and  Alcoholism 
Subcommittee 
To   hold   hearings   to   review   proposed 
drug  testing  measures. 

SD-430 
Select  on  Indian  Affairs 
To  hold  oversight  hearings  on  the  trans- 
mittal and  investment  of  money  in  the 
Indian  Trust  F^ind. 

SR-385 
10:30  a.m. 
Foreign  Relations 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-419 
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Judiciary 
To  hold  hearings  on  home  video  record- 
ing. 

SD-226 
11:00  a.m. 
Veterans'  Affairs 
To  hold  hearings  to  review  the  legisla- 
tive priorities  of  the  American  Legion. 

SD-G50 

SEPTEMBER  24 
9:30  a.m. 
Commerce.  Science,  and  Transportation 
Business  meeting,  on  pending  calendar 
business. 

SR-253 
Environment  and  Public  Works 
Nuclear  Regulation  Subcommittee 
To    hold    hearings    to    review    nuclear 
power  safety  measures  in  the  after- 
math of  the  Chernobyl  nuclear  power- 
plant  accident. 

SD-406 
Governmental  Affairs 
Permanent   Subcommittee   on   Investiga- 
tions 
To  resume  hearings  on  emerging  foreign 
criminal  groups  in  the  United  States. 

SD-342 
Select  on  Intelligence 
To  hold  closed  hearings  on  intelligence 
matters. 

SH-219 

10:00  a.m. 
Energy  and  Natural  Resources 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-366 
Judiciary 

Courts  Subcommittee 
To  hold  hearings  on  S.  2531,  Bankruptcy 
Antifraud  Act  of  1986. 

SD-226 
Labor  and  Human  Resources 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-430 

SEPTEMBER  25 
9:30  a.m. 
Labor  and  Human  Resources 
Employment  and  Productivity  Subcom- 
mittee 
To  hold  hearings  on  the  employment 
impact  of  United  States/Japan  auto- 
parts  trade  relations.    , 

SD-430 
10:00  a.m. 
Energy  and  Natural  Resources 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-366 
Environment  and  Public  Works 
To  hold  hearings  on  S.  2203,  to  establish 
a  program  to  reduce  acid  deposition 
and  other  forms  of  air  pollution. 

SD-406 
2:00  p.m. 
Labor  and  Human  Resources 
To  hold  oversight  hearings  on  activities 
of  the  Mine  Safety  and  Health  Admin- 
istration. 

SD-430 

SEPTEMBER  26 
9:30  a.m. 
Governmental  Affairs 
Intergovemment  Relations  Subcommittee 
To  hold  hearings  on  comprehensive  fed- 
eralism reform. 

SD-342 
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10:00  a.m. 
Environmental  and  Public  Works 
To  continue  hearings  on  S.  2203,  to 
tablish  a  program  to  reduce  acid  depo- 
sition and  other  forms  of  air  pollution. 

SD-406 

SEPTEMBER  29 

9:30  a.m. 
Finance 
Taxation  and  Debt  Management  Sub- 
committee 
To  hold  hearings  on  S.  1974  and  S.  1113, 
bills   to   prohibit   the    imposition   by 
States     of     the     worldwide     unitary 
method  of  taxation. 

SD-215 

SEPTEMBER  30 

10:00  a.m. 
Foreign  Relations 

East  Asian  and  Pacific  Affairs  Subcommit- 
tee 
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To  hold  hearings  on  United  States  trade 
relations  with  Taiwan  and  Korea. 

SD-419 


OCTOBER  1 

9:30  a.m. 
Commerce,  Science,  and  Transportation 
To  hold  oversight  hearings  on  activities 
of  the  National  Highway  Traffic 
Safety  Administration,  and  the  imple- 
mentation of  the  Motor  Carrier  Safety 
Act  of  1984. 

SR-253 
10:00  a.m. 
Energy  and  Natural  Resources 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-366 
2:00  p.m. 
Foreign  Relations 

East  Asian  and  Pacific  Affairs  Subcommit- 
tee 
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To  hold  oversight  hearings  on  the  North 
Pacific  drift  net  fisheries.  . 

SD-419 

OCTOBER  2 

10:00  a.m. 
Energy  and  Natural  Resources 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-366 


CANCELLATIONS 

SEPTEMBER  26 

9:30  a.m. 
Commerce,  Science,  and  Transportation 
Aviation  Subcommittee 
To  hold  hearings  on  proposed  legislation 
authorizing  funds  for  the  Airport  and 
Airway  Trust  Fund. 

SR-253 
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CONGRESSIONAL  RECORD— SENATE 

SENATE— Thursday,  September  18,  1986 

(Legislative  day  of  Monday,  September  IS,  1986) 


September  18, 1986 


The  Senate  met  at  9  a.m.,  on  the  ex- 
piration of  the  recess,  and  was  called 
to  order  by  the  President  pro  tempore 
[Mr.  Thurmond]. 


PRAYBR 

The  Chaplain,  the  Reverend  Rich- 
ard C.  Halverson.  D.D..  offered  the  fol- 
lowing prayer: 

Let  us  pray. 

"Is  anything  too  hard  for  God?" 

God  of  Abraham,  Isaac,  and  Israel, 
You  addressed  that  question  to  Father 
Abraham  when  calling  him  to  believe 
You  in  jui  impossible  situation  (Gen. 
18:14).  Faith  responds,  nothing  is  too 
hard  for  God.  Gracious  Lord,  give  us 
that  faith. 

"With  men  it  is  impossible,  but  with 
God,  all  things  are  possible."  Jesus 
spoke  those  words  to  his  disciples  in 
an  impossible  situation  (Matthew 
19:26).  God  of  the  impossible,  give  us 
that  faith. 

When  we  are  face  to  face  with  what 
seems  an  impossible  situation,  when 
nothing  seems  to  work  out  right- 
when  every  option  has  led  to  a  dead 
end— when  we  have  reached  our' 
human  extremity— Lord,  give  us  the 
grace  to  trust  in  You  in  the  confidence 
that  "God  works  in  everything  for 
good  to  those  who  love  Him  and  are 
the  called  according  to  His  purpose." 
(Romans  8:28).  Make  us  "more  than 
conquerers  through  Him  Who  loves 
us."  Amen. 


RECOGNITION  OF  THE 
MAJORITY  LEADER 

The  PRESIDENT  pro  tempore.  The 
distinguished  and  able  majority 
leader.  Senator  Robert  Dole,  of 
Kansas,  is  recognized. 

Mr.  DOLE.  Mr.  President,  I  thank 
the  distinguished  Senator  from  South 
Carolina,  Senator  Thurmond. 


SCHEDULE 


Mr.  DOLE.  Mr.  President,  under  the 
standing  order,  the  leaders  have  10 
minutes  each.  I  am  going  to  ask,  after 
the  distinguished  minority  leader 
either  uses  or  reserves  his  time,  that  I 
may  parcel  out  my  leaders  time,  5  min- 
utes to  the  distinguished  Senator  from 
Connecticut,  Senator  Weicker,  and  5 
minutes  to  the  distinguished  Senator 
from  Florida,  Senator  Hawkins. 

We  will  assemble  at  9:30  to  go  to  the 
House  for  a  joint  meeting  to  hear  an 
address  by  President  Aquino. 

We  are  in  recess  from  9:30  to  10:30. 
We  will  resume  consideration  of  the 


reconciliation  bill  under  a  statutory 
time  limitation  of  20  hours,  which  can 
be  reduced  by  motion  or  agreement. 
We  will  not  make  that  effort  at  this 
time. 

It  is  also  my  understanding  there 
will  be  a  meeting  this  morning  of  key 
players  in  the  budget  process.  Republi- 
cans and  Democrats.  They  are  looking 
for  some  compromise  that  might  satis- 
fy the  majority  of  Members  in  the 
House  and  the  Senate.  So  it  is  a  com- 
bined House-Senate  bipartisan  effort 
to  see  if  they  can  reach  some  agree- 
ment. That  would  certainly  expedite 
matters  and  help  us  reach  the  October 
3  target  date. 

I  must  say,  I  am  not  discouraged.  I 
still  believe  that  is  attainable,  that  ad- 
journment date  of  October  3.  But,  on 
the  House  side,  I  would  add  that  I  am 
getting  all  kinds  of  rumblings  that 
there  is  no  way;  that  it  will  be  October 
10.  So  I  guess,  on  the  balance,  you 
could  say  it  was  50-50. 


RECOGNITION  OP  THE 
MINORITY  LEADER 

The  PRESIDING  OFFICER  (Mr. 
Andrews).  Under  the  previous  order, 
the  Democratic  leader  is  recognized. 

Mr.  BYRD.  Mr.  President.  I  thank 
the  Chair. 


THE  DANILOFF  CASE 

Mr.  BYRD.  Mr.  President,  I  received 
a  letter  from  deputies  of  the  supreme 
Soviet  of  the  U.S.S.R.  yesterday  on 
the  subject  of  nuclear  testing.  The 
deputies,  the  chairman  and  members 
of  the  so-called  section  on  the  issues  of 
peace  and  disarmament  of  the 
U.S.S.R.  parliamentarian  group,  indi- 
cated that  if  the  United  States  were  to 
join  with  the  Soviet  Union  in  banning 
all  nuclear  testing  today,  this  would  be 
a  concrete  contribution  to  the  cause  of 
peace. 

I  have  responded  to  the  letter  from 
those  deputies,  and  I  believe  that  a 
number  of  my  colleagues,  in  particular 
the  Senators  who  serve  on  the  arms 
control  observer  group,  are  being  de- 
livered identical  letters.  I  indicated  in 
my  response  that  a  most  important 
concrete  step  that  could  be  taken  at 
the  moment  would  be  the  imcondition- 
al  release  of  Mr.  Daniloff  from  the 
Soviet  Union,  and  that  this  gesture  by 
the  Soviet  leadership  would  go  a  long 
way  toward  the  creation  of  an  atmos- 
phere conducive  to  a  successful 
summit  meeting. 


I  indicated  further  that  on  the  nu- 
clear testing  issues,  American  negotia- 
tors in  Geneva  are  fully  empowered  to 
discuss  and  determine  that  issue,  and 
that  the  Geneva  talks  are  the  proper 
foriun  for  these  proposals— after  all, 
that  is  why  the  Geneva  talks  were  cre- 
ated in  the  first  place. 

I  have  been  among  the  foremost  in 
expressing  the  hope  for  another 
summit,  and  have  urged  the  adminis- 
tration to  work  toward  that  end.  This 
is  a  two-way  street,  however,  and  the 
continued  irresolution  of  the  Daniloff 
case  is  getting  in  the  way  of  progress 
in  the  far  more  important  area  of 
arms  control.  The  moratorium  which 
is  needed  right  now  is  on  rhetoric, 
press  conferences,  and  public  expres- 
sions of  confrontation  and  posturing— 
and  the  Soviet  Union  can  demonstrate 
its  aspirations  for  peace  by  eliminating 
this  needless  roadblock,  this  cold  rain 
shower  which  seems  to  be  gathering 
more  energy  as  time  goes  on. 

I  ask  unanimous  consent  that  my 
reply  to  the  letter  delivered  to  me  by 
the  Soviets,  together  with  their  letter, 
be  printed  in  the  Record. 

There  being  no  objection,  the  letters 
were  ordered  to  be  printed  in  the 
Record,  as  follows: 

September  15,  1986. 
Hon.  Robert  C.  Byrd, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator:  The  Soviet  Union  has 
proved  more  than  once  its  aspiration  for 
peace,  for  the  creation  of  a  comprehensive 
system  of  international  security.  Its  decision 
to  extend  the  unilateral  moratorium  on  nu- 
clear testing,  announced  by  General  Secre- 
tary of  the  Central  Committee  of  the  CPSU 
M.S.  Gorbachev  in  his  Statement  on  Soviet 
television  of  August  18,  1986,  is  yet  another 
vivid  example  attesting  to  this.  Soviet  Par- 
liamentarians sincerely  hope,  that  under 
current  circumstances,  when  the  realities  of 
the  nuclear  threat  are  being  even  more 
deeply  understood  in  the  world  and  the  real- 
ization that  it  is  impossible  to  win  a  nuclear 
war  is  widening,  our  American  Colleagues 
would  properly  appreciate  this  highly  re- 
sponsible decision  and  support  the  proposal 
to  cease  nuclear  testing  which  would 
become  a  first  step  toward  the  complete 
elimination  of  nuclear  weapons. 

That  is  why  we  urge  you  to  do  everything 
in  your  power  to  convince  the  American  Ad- 
ministration of  the  necessity  to  follow  the 
example  of  the  USSR  and  to  stop  any  nucle- 
ar explosions.  That  would  be  a  concrete  con- 
tribution to  the  cause  of  peace  and  freeing 
mankind  from  the  threat  of  nuclear  catas- 
trophe. 

Sincerely, 

Deputies  of  the  Supreme  Soviet  of  the 
USSR: 

A.  SUBBOTIN, 


•  This  "bullet"  symbol  identifles  statements  or  insertions  which  are  not  spoken  by  the  Member  on  the  floor. 
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CTiotrmoTi,  Section 
on  the  issues  of 
Peace  and  Disar- 
mament, the  USSR 
ParlaTnentarian 
Group. 

G.  Arbatov, 

N.  Blokhin, 

V.  Zagladin, 

G.  Zhukov, 

G.  KORNIYEMKO, 
S.  LOSEV. 

E.  Chazov, 
Members  of  the  Sec- 
tion. 

U.S.  Senate, 
Optice  of  the  Democratic  Leader, 
Washington,  DC,  September  17,  1986 

Mr.  A.  SUBBOTIN, 

Chairman,  Section  on  the  Issues  of  Peace 
and  Disarmament,  the  USSR  Parliamen- 
tarian  Group,   Supreme  Soviet  of  the 
USSR,  Moscow,  U.S.S.R. 
Dear  Mr.  Chairman:  Thank  you  for  the 
letter  you  and  your  fellow  deputies  of  the 
Supreme  Soviet  of  the  USSR  sent  to  me  on 
September  15,  1986  on  the  subject  of  nucle- 
ar testing. 

As  I  am  sure  you  are  aware,  the  Senate  of 
the  United  States  has  been  on  record  for 
some  time  urging  the  Administration  to  re- 
quest Senate  approval  of  ratification,  with 
adequate  verification  provisions,  of  the  two 
nuclear  testing  treaties  negotiated  between 
our  two  nations  and  signed  in  1974  and  1976. 
In  addition,  after  this  first  step,  the  Senate 
strongly  encouraged  further  negotiations 
aimed  at  a  comprehensive  and  verifiable  nu- 
clear testing  regime  which  would  be  subject 
to  adequate  controls  and  provisions  consist- 
ent with  the  national  security  of  both  our 
nations. 

The  question  of  nuclear  testing  agree- 
ments should  be  discussed  and  determined 
at  the  Geneva  negotiations.  American  nego- 
tiators are  fully  empowered  to  engage  in 
this  question,  as  well  as  the  range  of  other 
matters  relating  to  arms  control.  The  recent 
give-and-take  between  President  Reagan 
and  General  Secretary  Gorbachev  has  been 
vigorous  and  wide-ranging,  and  needs  to  be 
seized  upon  in  Geneva  in  order  to  make  the 
most  productive  preparations  possible  for 
substantial  achievements  on  arras  control  at 
any  summit  meeting. 

I  have  been  among  the  foremost  in  ex- 
pressing the  hope  for  another  sununit,  and 
have  urged  the  Administration  to  work 
toward  that  end.  However,  this  Is  a  two-way 
street,  and  the  continued  holding  of  Mr. 
Daniloff  is  Impairing  the  atmosphere 
needed  to  promote  a  successful  summit.  As 
you  rightly  point  out  In  your  letter,  the  in- 
terests of  comprehensive  arms  control, 
which  can  be  significantly  promoted  at  the 
summit,  are  far  more  Important  than  such 
episodes  as  the  Daniloff  case,  which  Is  now 
getting  In  the  way  of  progress.  This  has 
caused  a  cool  and  cloudy  atmosphere  in  our 
relationship  at  precisely  the  wrong  time. 

As  I  have  mentioned  In  a  recent  letter  I 
sent  to  Ambassador  Anatoly  Dobrynln.  the 
unconditional  release  of  Mr.  Daniloff  would 
be  a  major  gesture  by  the  Soviet  leadership 
that  would  go  a  long  way  toward  a  success- 
ful summit  meeting. 
Sincerely, 

Robert  C.  Byrd. 


THE  PRESIDENT'S  DRUG  ABUSE 
INITIATIVES 

Mr.  BYRD.  Mr.  President,  early  this 
week  I  received  the  package  of  the 
President's  drug  abuse  initiatives. 
That  package,  besides  containing  a 
copy  of  the  Executive  order  on  drug 
testing  of  Federal  employees,  which  is 
effective  immediately,  contains  only 
broad  outlines  of  the  legislative  pro- 
posals the  President  intends  to  make. 

Mr.  President,  I  support  targeted 
drug  testing.  I  emphatically  believe 
that  those  in  very  sensitive  positions 
concerning  national  security  issues, 
and  certainly  those  who  hold  in  their 
hands  the  health  and  safety  of  others, 
such  as  air  traffic  controllers  and 
pilots,  should  be  subject  to  testing, 
and  tested  as  frequently  as  appears 
productive. 

But.  I  am  concerned  about  the  broad 
reach  of  the  Executive  order.  There  is 
no  evidence  to  suggest  that  it  is  neces- 
sary to  test  up  to  half  of  current  Fed- 
eral employees.  Yet  the  order  appar- 
ently calls  for  that.  It  seems  to  me  to 
be  an  unnecessary  and  nonproductive 
infringement  of  personal  privacy. 

Concerning  the  statutory  proposals, 
I  would  very  much  like  to  be  able  to 
address  the  President's  proposals  In 
detail,  and  I  intend  to  do  so  when 
actual  legislative  language  is  available. 
I  understand  that  the  White  House 
says  this  could  happen,  perhaps,  by 
the  end  of  this  week. 

In  the  meantime,  I  congratulate  the 
President  for  adding  his  voice  and  his 
very  important  leadership  to  this 
issue.  The  President's  recommenda- 
tions appear  to  be  comprehensive,  but 
on  cursory  purusal  of  the  very  general 
descriptions  now  available,  they 
api>ear  to  lack  some  of  the  compo- 
nents we  believe  are  vital  in  a  compre- 
hensive and  effective  proposal.  These 
components,  which  are  contained  in  S. 
2798.  the  bill  we  introduced  on  Sep- 
tember 9.  include,  among  others: 

A  mechanism  to  provide  coordinated 
leadership  of  all  Federal  drug  abuse 
control  efforts; 

Fimding  for  correctional  institu- 
tions, so  that  drug  criminals  can  be 
jailed  and  not  be  released  due  to  lack 
of  space; 

Increased  funding  for  treatment  pro- 
grams, earmarked  for  substance  abuse 
efforts;  and 

Poinding  to  assist  State  and  local 
agencies  in  their  law  enforcement  ef- 
forts. 

Also,  the  materials  on  the  Presi- 
dent's proposal  sent  to  us  earlier  are 
unclear  as  to  what  will  be  new  Federal 
efforts,  as  opposed  to  only  a  restate- 
ment of  current  Federal  efforts. 

In  short.  I  will  reserve  my  judgment 
on  the  President's  proposal  untU  I  see 
the  actual  language.  But.  again,  I 
would  like  to  congratulate  him  for 
adding  his  voice  to  our  dialog  in  the 
Congress. 


A  strong  drug  control  bill  has  passed 
the  House.  We  introduced  a  similar 
proposal  last  week,  cosponsored  by  the 
entire  Democratic  Conference.  And 
now  we  have  a  set  of  conceptual  pro- 
posals from  the  administration. 

I  hope  these  expressions  of  support 
and  interest  mean  that  action  on  drug 
legislation  will  occur  soon. 

What  remains  is  for  both  sides  of 
the  aisle  here  in  the  Senate  to  work 
together  to  craft  the  best,  most  effec- 
tive proposal.  I  offer  my  aid  and  assist- 
ance to  all  Senators  in  this  respect. 

As  I  have  said  emphatically  here  on 
this  floor,  this  is  not  a  partisan  issue. 
We  want  the  same  thing— the  best  leg- 
islation possible.  We  want  it,  and  the 
American  people  demand  it  of  us. 

I  hope  the  distinguished  majority 
leader  will  entertain  my  proposal  fa- 
vorably, and  that  he  will  move  expedi- 
tiously to  schedule  action  in  the  imme- 
diate future  on  the  proposals  now 
awaiting  action  so  a  bill  can  be  sent  to 
the  White  House  before  we  adjourn 
the  99th  Congress  sine  die— which  we 
hope  to  do  on  October  3. 

Mr.  President,  I  yield  the  floor. 


ROUTINE  MORNING  BUSINESS 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  there  will  now  be  a 
period  for  the  transaction  of  routine 
morning  business  for  not  to  extend 
beyond  the  hour  of  9:30  a.m.  with 
statements  therein  limited  to  5  min- 
utes each. 

The  Senator  from  Connecticut  is 
recognized. 


THE  WAR  ON  DRUGS 

Mr.  WEICKER.  Mr.  President.  I 
want  to  commend  the  distinguished 
minority  leader  for  his  remarks  about 
the  war  on  drugs.  The  only  difference 
between  the  minority  leader  and 
myself  is  that  he  is  much  more  diplo- 
matic than  I  am.  My  comments  will 
not  be  so  kind  as  to  my  understanding 
of  the  President's  proposal.  The  Presi- 
dent's proposal  states,  and  I  now 
quote,  that: 

Increased  resources  called  for  in  the  Presi- 
dent's Drug-Pree  America  Act  of  1986  and 
budget  proposals  will  bring  nearly  $900  mil- 
lion of  increased  resources  to  the  Federal 
effort  to  fight  drug  abuse. 

That  sounds  very  good  until  you 
come  to  the  bottom  of  the  page  and 
you  read 

consistent  with  the  President's  commitment 
to  fiscal  responsibility  these  budget  propos- 
als redirect  resources  within  the  existing 
Federal  budget. 

Mr.  President,  as  I  understand  it, 
when  we  talk  in  terms  of  the  real  war 
we  do  not  take  from  the  Marines  and 
give  to  the  Navy,  and  we  do  not  take 
from  the  Air  Force  and  give  to  the 
Army.  We  go  ahead  and  either  raise 
taxes  in  terms  of  -new  money  to  fi- 
nance the  real  war,  or  indeed  we  cut 
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back  on  these  nice-to-have  items  in  do- 
mestic times  of  peace  and  redirect 
these  resources  toward  war. 

Where  is  this  money  going  to  come 
from  for  the  war  on  drugs?  Where  are 
these  moneys  going  to  come  from  in 
terms  of  being  redirected  from  other 
resources?  Let  me  tell  you  what  my 
understanding  is. 

First  of  all,  we  have  confirmed  this 
morning  both  from  OMB  and  the 
White  House  there  will  be  no  new 
money  for  the  war  on  drugs.  There- 
fore, it  is  my  understanding  that  these 
are  some  of  the  potential  proposals  for 
funding  the  war  on  drugs;  $100  million 
will  be  cut  from  student  aid  programs, 
college  work  study  and  supplemental 
education  opportunity  grants.  The 
funds  will  instead  be  given  to  local 
school  districts  for  drug  education  and 
law  enforcement  coordination. 

The  $233  million  will  be  directed  to 
the  National  Institute  on  Drug  Abuse 
for  treatment-prevention  research. 
Where  will  the  $233  million  come 
from?  The  $75  million  will  come  from 
what  the  administration  calls  the  pri- 
mary care  block  grant  program.  This 
cut  could  come  from  the  community 
health  centers,  those  centers  which 
serve  the  poor  that  have  no  medical 
attention,  and  from  the  migrant 
health  centers  where  people  have  no 
medical  care. 

The  prevention  block  grant  will  be 
cut  $2  million.  This  program  provides 
money  to  the  States  for  preventive 
health  activities  to  reduce  morbidity 
and  mortality.  The  National  Institutes 
of  Health  will  be  cut  by  $88  million. 
Those  are  cuts,  in  other  words,  that 
would  reduce  the  number  of  new  re- 
search grants  in  cancer,  in  heart  dis- 
ease, in  Alzheimer's,  in  AIDS,  and  so 
on  down  the  list. 

The  National  Institute  of  Mental 
Health  will  be  cut  $6  million.  This  is 
the  Institute  that  researches  the 
causes,  diagnoses,  treatment,  and  pre- 
vention of  mental  illness.  The  Insti- 
tute particularly  focuses  on  schizo- 
phrenia, teenage  suicide,  and  the 
mental  health  of  the  elderly.  The  $1.3 
million  will  be  taken  from  the  Nation- 
al Institute  on  Alcohol  Abuse  and  Al- 
coholism. And  States  will  be  allowed 
to  use  the  $490  million  alcohol,  drug 
abuse  and  mental  health  block  grant 
for  increased  drug  abuse  activities 
without  adding  additional  funds.  What 
that  means  is  money  for  alcoholism 
and  for  mental  health  will  give  way  to 
money  for  drug  abuse. 

What  this  type  of  a  proposal  would 
mean  is  not  a  war  on  drugs.  This  then 
becomes  a  war  on  the  mentally  ill.  It 
becomes  a  war  on  the  alcoholic.  It  be- 
comes a  war  on  the  poor.  It  becomes  a 
war  on  pregnant  women  insofar  as 
infant  mortality  and  low  birth  rate 
babies  are  concerned.  This  is  what  the 
war  becomes. 

Mr.  President,  I  would  hope  with 
whatever  passes  this  body  we  would 


September  18,  1986 


say  to  ourselves  that  indeed  drug 
abuse  is  a  priority,  and  we  have  to  pay 
for  it  just  as  we  have  to  pay  for  any 
other  real  war.  This  is  a  real  war  and 
we  should  not  redirect  resources  to 
pay  for  it.  what  a  skillful  term  that  is. 
to  redirect  resources.  The  administra- 
tion's proposal  will  wreak  havoc  with 
those  that  already  have  been  left  at 
the  door  of  our  priorities  in  this 
Nation.  I  will  have  no  part  of  that. 

I  do  not  even  intend  to  address  the 
constitutional  problems  raised  in  the 
President's  package.  That  is  some- 
thing for  others.  But  I  know  one 
thing.  Any  time  that  I  go  to  war,  I  do 
not  want  to  have  media  opportunities. 
You  just  give  me  the  bullets.  Other- 
wise, there  is  not  much  that  can  be 
done.  I  would  hope  that  drug  abuse 
would  be  a  priority  but  not  at  the  ex- 
pense of  others  who  need  our  special 
care.  And  that  in  effect  is  what  is 
being  proposed. 

I  used  to  have  people  sometimes 
during  my  speeches  ask  me  why  I  am  a 
Republican,  and  why  don't  you  join 
the  Democratic  party?  I  will  tell  you 
one  of  the  reasons  why.  I  always  used 
to  look  at  the  other  side  of  the  aisle 
here  as  being  the  greatest  exponents 
of  something  for  nothing.  That  is  why 
I  did  not  become  a  Democrat.  But  I 
am  going  to  tell  you.  You  fellows  on 
the  other  side  of  the  aisle  are  in  the 
minor  leagues  compared  to  what  has 
been  going  on  here  in  the  last  couple 
of  years.  You  do  not  get  something  for 
nothing.  We  do  not  get  a  war  on  drugs 
unless  we  pay  for  a  war  on  drugs.  We 
do  not  take  it  out  of  the  misfortunes 
of  other  Americans. 

Mr.  President,  when  the  legislation 
comes  before  the  Senate  I  will  support 
it  vigorously.  But  only  as  long  as  I  un- 
derstand the  true  sacrifice  that  is 
going  to  be  made  in  terms  of  our  re- 
sources, our  financial  resources,  that 
will  be  directed  toward  the  war  on 
drugs,  so  that  we  win  the  war— that  we 
win  the  war  as  we  will  win  the  others 
for  those  that  look  to  this  Nation  for 
help  and  indeed  for  life. 

I  yield  the  floor. 

The  PRESIDING  OFFICER.  The 
Senator  from  Wisconsin. 

Mr.  PROXMIRE.  Mr.  President,  re- 
cently George  Will 

Mr.  BYRD.  Mr.  President,  will  the 
Senator  yield  to  me  just  briefly?  I  ask 
unanimous  consent  that  the  time  I 
take  be  taken  from  the  time  I  re- 
served. 

The  PRESIDING  OFFICER.  The 
Democratic  leader  is  recognized  from 
the  time  he  reserved. 

Mr.  BYRD.  I  apologize  to  the  distin- 
guished Senator. 

I  wanted  to  rise  to  compliment  the 
distinguished  Senator  from  Connecti- 
cut. He  is  being  very  realistic,  and  not 
just  as  a  result  of  Mr.  Reagan's  pro- 
posal, but  as  to  any  issue  that  he  ad- 
dresses. He  is  being  very  realistic.  He  is 
always  realistic,  but  if  we  are  going  to 


have  a  war  on  drugs,  that  is  what  we 
are  going  to  have.  That  is  what  the 
people  demand.  He  is  quite  right.  We 
ought  not  to  take  that  money  out  of 
other  programs  that  are  just  as  neces- 
sary and  affect  people  just  as  severely. 
I  congratulate  him  and  thank  him. 

Whatever  time  I  have  remaining  I 
yield  to  the  distinguished  Senator 
from  Wisconsin. 

Mr.  WEICKER.  I  thank  my  friend. 

The  PRESIDING  OFFICER.  The 
Senator  from  Wisconsin  is  recognized. 


YES  GEORGE  WILL-ARMS 
CONTROL  WORKS 

Mr.  PROXMIRE.  Mr.  President,  re- 
cently George  Will,  the  widely  ad- 
mired columnist,  challenged  a  Member 
of  Congress  on  the  Brinkley  Sunday 
morning  television  show  to  name  one 
arms  control  treaty  that  had  helped 
bring  a  more  peaceful  and  secure 
world.  It  was  a  welcome  challenge  to 
all  of  us  who  so  vigorously  advocate 
arms  control.  Have  we  arms  control 
advocates  been  wasting  the  Nation's 
moral  energy  in  pushing  so  constantly 
for  arms  control?  Have  we  been  pursu- 
ing an  empty  fantasy?  Even  worse, 
have  those  of  us  in  the  Congress  who 
have  a  major  responsibility  for  the 
country's  security  neglected  the  mili- 
tary security  of  our  country  in  this 
super  dangerous  nuclear  age  to  chase 
an  impossible  dream  through  futile  at- 
tempts to  win  international  coopera- 
tion? 

The  answers,  Mr.  President,  is  that  a 
review  of  arms  control  treaties  reveals 
first  that  arms  control  agreements 
have  certainly  made  a  significant  over- 
all contribution  to  world  peace.  With- 
out them  the  nuclear  world  would  be 
an  even  more  threatening  place  than 
it  is.  Second,  arms  control  has  a  long 
way  to  go.  To  date  it  constitutes  more 
than  one  step  in  a  journey  of  1,000 
miles  but  not  much  more. 

First,  consider  the  arms  control  trea- 
ties that  have  successfully  excluded 
nuclear  weapons  from  certain  sections 
of  the  world. 

Here  they  are:  The  Antarctic  Treaty 
of  1961  has  kept  military  weapons  out 
of  the  Antaractic.  This  treaty  is  easy 
to  deride  as  great  for  penguins  but  it 
represents  the  first  attempt  to  estab- 
lish a  nuclear-free  zone.  It  has 
worked— it  established  a  useful  prece- 
dent. Then  in  1967  came  the  outer 
space  treaty.  Based  on  the  Antarctic 
Treaty,  it  bans  nuclear  weapons  and 
other  weapons  of  mass  destruction  in 
orbit  or  on  the  Moon.  An  American  or 
Soviet  strategic  defense  initiative 
[SDI]  or  star  wars  would  probably  vio- 
late it.  So  far  the  treaty  has  been  suc- 
cessful. Then  there  came  the  1968 
treaty  prohibiting  nuclear  weapons  in 
Latin  America.  This  further  advanced 
the  nuclear-free  zone  concept.  It  also 
provides  an  international  treaty  basis 


UMI 


September  18,  1986 


CONGRESSIONAL  RECORD— SENATE 


23867 


for  United  States  resistance  to  the  de- 
ployment of  Soviet  nuclear  weapons  in 
threatening  our  country  in  this  hemi- 
sphere. And  there  is  the  1972  Seabed 
Treaty.  This  treaty  stops  the  deploy- 
ment of  nuclear  weapons  on  the  ocean 
floor.  In  doing  so  it  inhibits  a  potential 
threat  to  the  United  States  as  the  Na- 
tion's preeminent  seapower.  In  aggre- 
gate this  series  of  nuclear-free  zone 
treaties  have  made  the  Earth  at  least 
marginally  safer  from  nuclear  war. 

The  Limited  Test  Ban  Treaty  of 
1963  confined  nuclear  weapons  explo- 
sions to  the  underground.  In  doing  so 
it  did  nothing  to  stop  the  technical  nu- 
clear weapons  arms  race.  But  it  did 
help  to  reduce  the  serious  threat  to 
the  environment  that  flowed  from 
massive  nuclear  explosions  in  the  at- 
mosphere. 

In  1972  the  United  States  and  the 
U.S.S.R.  signed  and  ratified  the  Anti- 
Ballistic  Missile  Treaty.  That  treaty 
sharply  limited  the  defensive  arms 
race.  It  went  a  long  way  toward  estab- 
lishing the  credibility  of  the  nuclear 
deterrent  of  both  superpowers.  For 
those  of  us  who  believe  that  the  super- 
power nuclear  peace  that  has  persisted 
throughout  the  nuclear  age  has  been 
based  overwhelmingly  on  the  devastat- 
ing retaliatory  power  of  both  the 
United  States  and  the  U.S.S.R.,  and 
this  treaty  has  made  a  vital  contribu- 
tion to  a  peaceful  world.  The  Strategic 
Arms  Limitation  Treaty  was  signed  in 
1979.  The  United  States  has  not  rati- 
fied it.  It  expired  on  December  31, 
1985.  But  it  was  kept  in  effect  by  the 
President  until  May  1986.  and  it  may 
be  revived.  According  to  the  CIA  and 
the  United  States  Joint  Chiefs,  that 
treaty  succeeded  in  significantly  limit- 
ing a  major  Soviet  offensive  nuclear 
arms  buildup.  It  may  well  have  been 
violated  by  the  U.S.S.R.  but  the  al- 
leged violations,  if  verified,  have  little 
military  significance. 

The  two  arms  control  treaties  that 
have  had  the  most  certain  effect  in  re- 
ducing the  threat  of  nuclear  war  have 
been  the  "hotline"  agreement  of  1963 
and  the  Nonproliferation  Treaty  of 
1970.  The  hotline  agreement  provides 
for  direct  communication  in  times  of 
crisis  between  the  Soviet  leader  with 
his  finger  on  the  nuclear  button  and 
the  President  of  the  United  States. 
Here  is  one  arms  control  agreement 
that  could  obviously  make  the  differ- 
ences between  life  on  this  planet  and 
death. 

Finally  there  is  the  Nonproliferation 
Treaty  of  1970.  A  recent  study  of  that 
treaty  by  the  Carnegie  Endowment  for 
International  Peace  documented  the 
continuing  progress  this  arms  control 
treaty  is  making  in  slowing  the  spread 
of  nuclear  weapons.  It  is  true  that 
seven  or  eight  real  or  potential  nuclear 
weapon  nations  have  refused  to  sign 
the  treaty  or  in  one  case  have  signed  it 
but  refuse  to  abide  by  it.  But  some  160 
nations  have  signed  it.  A  nimiber  of 


these  nations  operate  nuclear  energy 
facilities  that  produce  processed  urani- 
um or  Plutonium  of  weapons  grade. 
Most  of  these  nations  have  recently 
agreed  to  unannounced  on-the-spot 
international  inspection  to  assure  that 
the  processed  material  is  not  being  di- 
verted to  the  fabrication  of  nuclear 
weapons. 

Mr.  President,  it  seems  clear  to  this 
Senator  that  the  answer  to  George 
Will's  challenging  question  is  that 
there  are  not  one  but  a  series  of  arms 
control  agreements  that  have  signifi- 
cantly advanced  the  prospects  of  world 
peace. 


D  0920 

MYTH:     CONGRESS     IS     UNDER- 
CUTTING   THE    PRESIDENT    ON 
ARMS  CONTROL 
Mr.  PROXMIRE.  Mr.  President,  the 
myth  of  the  day  is  that  the  recent 
weapons  funding  cuts  and  arms  con- 
trol initiatives  the  House  and  Senate 
have  enacted  on  their  Defense  author- 
ization bills  will  undercut  the  adminis- 
tration's     negotiating      position      at 
Geneva. 

Let  us  take  a  look  at  what  the  House 
and  Senate  have  done  recently  on 
their  fiscal  year  1987  DOD  authoriza- 
tion bills: 

The  House,  by  a  strong  bipartisan 
majority  voted  to  reduce  funding  for 
the  strategic  defense  initiative  to  $3.1 
billion -in  fiscal  year  1987.  The  Senate 
came  within  one  vote  of  reducing  it  to 
$3.2  billion  and  adopted  report  lan- 
guage calling  for  a  redirection  of  the 
President's  grandiose  vision  of  an  as- 
trodome defense. 

The  House  approved  a  1-year  mora- 
torium on  testing  antisatellite  weap- 
ons and  a  1-year  delay  in  the  produc- 
tion of  new  chemical  weapons. 

The  House  voted  to  ban  nuclear  test- 
ing for  1  year  if  the  Soviets  recipro- 
cate, while  the  Senate  approved  a  non- 
binding  resolution  calling  for  a  com- 
prehensive test  ban  treaty. 

The  House  passed  a  measure  requir- 
ing the  President  to  adhere  to  SALT 
II.  while  the  Senate  bill  contains  non- 
binding  language  urging  the  adminis- 
tration to  stay  within  SALT'S  limits. 

Now,  according  to  the  administra- 
tion these  actions  undercut  our  negoti- 
ations in  Geneva.  According  to  Ken- 
neth Adelman,  the  Director  of  the 
Arms  Control  and  Disarmament 
Agency,  Congress  only  demonstrates  a 
"lack  of  will"  by  passing  these  amend- 
ments. 
Is  that  the  case,  Mr.  President? 
No,  it  is  not.  Nothing  could  be  fur- 
ther from  the  truth. 

The  fact  is.  the  funding  cuts  and  the 
arms  control  initiatives  we  have  ap- 
proved show  a  strong-willed  commit- 
ment by  the  Congress  toward  a  realis- 
tic arms  control  agreement  with  the 
Soviets  that  best  serves  the  national 
interests  of  the  United  States. 


The  fact  is,  a  $3.1  billion  funding 
level  for  SDI  is  more  than  enough  of  a 
bargaining  chip  at  Geneva.  Any  more 
would  only  demonstrate  to  the  Soviets 
our  ability  to  waste  money. 

The  fact  is,  a  mutual  moratorium  on 
antisatellite  testing  is  in  our  national 
security  interest  because  an  arms  race 
in  Asat's  puts  more  U.S.  space  assets 
at  risk.  A  delay  in  producing  binary 
nerve  gas  makes  good  defense  sense  at 
this  point  because  of  the  problems  we 
have  been  having  with  this  weapon. 

The  fact  is.  a  comprehensive  test 
ban  on  both  sides  would  be  one  of  the 
most  important  steps  we  could  take 
toward  halting  the  superpower  arms 
race  and  toward  aiding  our  nonprolif- 
eration efforts. 

And  the  fact  is,  it  simply  is  in  our 
military  interest,  as  the  Joint  Chiefs 
of  Staff  have  counseled  in  the  past,  to 
stay  within  the  numerical  limits  of  the 
SALT  II  Treaty. 

In  other  words.  Congress  has  shown 
the  administration  the  path  to  arms 
control.  It  has  sent  the  White  House  a 
message  loud  and  clear  on  what  kind 
of  arms  control  treaty  it  wants— a 
treaty  that  bans  weapons  in  space,  a 
treaty  that  halts  nuclear  testing  and 
the  further  production  of  chemical 
weapons,  and  a  treaty  that  builds  on 
the  limits  set  by  SALT  II  instead  of 
skirting  those  limits. 

The  administration  believes  it  has 
this  problem  with  Congress  and  its 
arms  control  initiatives.  That  is  not 
the  case. 

Congress  has  got  a  problem  with  this 
administration  and  its  lack  of  initia- 
tive on  arms  control. 

This  is  not  a  case  of  Congress  under- 
cutting the  President. 

It  is  a  case  of  the  President  so  far 
undercutting  what  the  Congress  wants 
in  the  way  of  arms  control. 

Mr.  President,  I  yield  the  floor. 

Mrs.  HAWKINS  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida. 


THE  DRUG  PROBLEM 
Mrs.  HAWKINS.  Mr.  President, 
there  is  a  radio  advertisement  that 
plays  in  Washington  from  time  to  time 
promoting  a  certain  national  bank.  It 
promotes  this  particular  bank  as  "the 
most  important  bank  in  the  most  im- 
portant city  in  the  world."  I  do  not 
know  about  the  first  half  of  the  ad. 
but  the  second  half  is  absolutely 
right— as  the  capital  of  the  most  pow- 
erful, most  prosperous  democracy  on 
the  face  of  the  Earth.  Washington  is 
without  question  a  city  of  great  power 
and  prestige.  But  side  by  side  with 
power  and  prestige  should  go  obliga- 
tion and  responsibility.  Washington  is 
no  exception. 

The  attention  of  the  Nation  and  the 
world  is  focused  on  this  city.  Everyone 
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is  watching  to  see  if  we  are  serious 
about  dealing  wltli  the  problem  of  ille- 
gal drug  use  and  drug  trafficking,  in- 
cluding the  diplomatic  corps,  the  eyes 
and  ears  of  nations  around  the  world. 
Yet,  while  tough  words  on  drugs  flow 
from  the  White  House  and  the  Con- 
gress, a  few  blocks  away  pushers  sell 
PCP,  cocaine  and  just  about  every 
other  illegal  substance  you  can  imag- 
ine. While  our  words  may  be  tough— 
the  pushers  and  users  on  the  streets 
mock  our  efforts. 

We  have  passed  bills  cutting  off  for- 
eign aid  for  countries  that  do  not  get 
serious  about  eradicating  illegal  drug 
crops.  We  twist  the  arms  of  wealthy 
countries  urging  them  to  give  gener- 
ously to  international  organizations 
dedicated  to  fighting  the  war  on  drugs. 

We  pressure  countries  to  sign  extra- 
dition treaties,  mutual  legal  assistance 
treaties.  Coast  Guard  boarding  trea- 
ties, bank  secrecy  treaties  and  dozens 
of  other  types  of  international  agree- 
ments aimed  at  tightening  an  interna- 
tional noose  around  the  neck  of  the 
drug  traffickers.  What  must  these 
countries  think  when  we  try  to  enlist 
their  support  in  the  war  on  drugs  and 
their  diplomats  cable  home  that 
Washington  and  the  surrounding  area 
are  a  haven  for  pushers  and  users? 

Capt.  John  F.  Miller,  captain  of  a 
police  department  in  the  Washington 
suburbs  recently  said,  "It's  like  an 
ocean — everywhere  we  turn  we  see  co- 
caine." The  statistics  bear  out  this 
grim  assessment.  Between  1981  and 
last  year  the  number  of  cocaine-relat- 
ed emergency  room  episodes  has  in- 
creased almost  five  times!  During  that 
period  the  number  of  cocaine  deaths 
rose  twelvefold.  It  was  five  annually. 
Now  it  is  61.  In  Washington  as  in  most 
places  where  the  drug  culture  thrives, 
violence  is  a  way  of  life.  Shootings, 
robberies,  and  even  murders  at  many 
of  the  17  cocaine  street  markets  in 
Washington  are  a  part  of  everyday 
ritual  for  the  drug  pusher  and  user. 

The  tragic  cocaine  death  of  Len 
Bias,  a  college  basketball  star  from  the 
Washington  area,  gained  national  at- 
tention several  months  ago  and 
graphically  illustrated  the  danger  of 
cocaine  use— but  it  also  is  one  more 
sign  that  drug  abuse  in  this  town  is 
out  of  control. 

We  can  win  the  war  on  drugs  if  we 
can  dry  up  demand  for  the  drugs, 
eliminate  the  illegal  crops  at  their 
source  and  throw  the  traffickers  into 
jail.  A  tall  order,  no  question— but  so 
long  as  Washington,  the  Nation's  Cap- 
ital, is  a  major  center  of  illegal  drug 
use,  we  cripple  our  international,  and 
even  our  domestic,  drug  control  ef- 
forts. After  all  if  we  cannot  clean  up 
drugs  in  the  Nation's  Capital,  how  can 
we  expect  other  cities  or  other  coun- 
tries to  do  so. 

The  city  of  Washington.  DC,  needs 
to  set  a  firm  and  straight  course 
against  the  use  and  trafficking  of  ille- 
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gal  drugs.  It  needs  to  launch  a  drug 
testing  program  for  city  employees, 
and  a  school  drug  testing  program,  as 
well.  It  needs  to  toughen  city  ordi- 
nances and  penalties  for  illegal  drug 
use;  to  shift  economic  resources  to  the 
police  and  other  agencies  to  go  after 
the  pushers;  and  to  institute  a  con- 
structive "just  say  no"  drug  education 
program  throughout  the  city,  but  es- 
pecially in  the  schools.  These  and 
other  tough  antidrug  steps  would  not 
only  make  this  city  a  more  pleasant 
place  to  live,  but  also  make  it  a  model 
for  the  rest  of  the  Nation. 

Mr.  President,  I  yield  the  floor. 

Mr.  LEVIN  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Michigan. 


TAX  REFORM:  VOICES  FROM 
THE  HEARTLAND 

Mr.  LEVIN.  Mr.  President,  today  it 
is  expected  that  the  conference  com- 
mittee on  the  tax  reform  bill  will  file 
its  report.  Undoubtedly,  some  will 
point  to  this  as  one  of  the  final  stages 
in  the  triumphant  battle  of  the  public 
interest  against  the  special  interests. 

That  is  why  I  think  it  is  an  appropri- 
ate time  to  have  the  public  speak  for 
itself.  I  would  like  to  take  a  few  min- 
utes of  the  Senate's  time  to  read  some 
of  the  letters  from  Michigan  which  I 
have  received.  Certainly,  not  all  of  it  is 
in  the  vein  of  skepticism  or  opposition. 
But,  according  to  my  staff,  at  this 
point  the  mail  in  favor  of  this  bill  is  a 
"dribble."  The  mail  skeptical  about  it 
or  against  it  is  a  "flood." 

Mr.  I»resident,  these  letters  are  not 
written  on  formal  letterhead.  They  are 
not  technically  precise  in  a  couple  of 
areas.  But,  then,  again,  these  are  not 
Washington  lobbyists  talking.  They 
are  voices  from  the  heartland. 

I  will  read  these  three  letters  at  this 
time. 

No.  1 

I  would  like  to  voice  my  opposition  to  the 
new  so  called  tax  reform  law  and  here  are 
some  of  the  reasons: 

1.  When  President  Reagan  started  talking 
tax  reform,  one  of  the  key  proposals  was 
simpler  tax  forms.  Surely  the  new  law  will 
make  these  forms  more  complicated— not 
simpler. 

2. 1  think  the  elderly  people  are  really  get- 
ting jabbed  by  taking  away  the  extra  ex- 
emption. The  increase  in  the  amount  of  the 
standard  deduction  will  not  take  care  of 
taking  away  the  extra  exemption. 

3. 1  am  retired  smd  my  wife  and  I  live  com- 
fortably but  not  lavish.  We  have  a  comforta- 
ble home  purchased  with  an  PHA  mortgage 
many  years  ago.  Couple  years  ago  the  law 
was  passed  making  us  pay  one-half  tax  on 
social  security  benefits  because  total  income 
is  more  than  32,000.00  due  to,  or  rather  in- 
cluding some  municipal  bonds.  This  was 
unfair  because  I  purchased  what  municipals 
I  have  because  they  were  supposedly  tax 
free. 

Now,  the  new  tax  reform  law  is  taking 
away  more  deductions  such  as  sales  tax  and 
increasing  the  standard  deductions  (which 
will  not  cover  the  deductions  being  taken 


away).  I  believe  the  tax  reform  people  are 
kidding  themselves  and  members  of  Con- 
gress when  they  say  charitable  organiza- 
tions will  not  be  effected.  I  predict  they  will 
be  effected  a  great  deal. 

4.  I  am  over  65  years  of  age  and  in  a  tax- 
able income  bracket  of  25M  to  30M  dollars. 
As  nearly  as  I  can  tell,  my  tax  is  going  to  in- 
crease 15  to  20  percent.  I  don't  think  this  is 
fair. 

5.  Last  but  not  least,  I  have  talked  to 
many  of  my  friends  whom  I  would  class  in 
middle  income  category.  I  have  yet  to  find 
one  person  who  is  in  favor  of  this  tax 
reform  law  in  it's  present  form.  I  am  happy 
to  see  6  million  poor  people  removed  from 
tax  rolls,  but  don't  penalize  just  one  section 
of  taxpayers  of  which  I  believe  I  am  one. 

No.  2 

I  have  been  following  the  recent  proposals 
for  income  tax  reform  with  great  interest.  I 
find  what  I  am  reading  to  be  very  alarming. 

My  wife  and  I  had  a  combined  income  in 
the  low  30's  last  year  (gross).  Loss  of  deduc- 
tions for  interest  on  our  debts  (car,  credit 
cards,  etc.),  sales  tax,  state  and  local  taxes, 
income  tax  preparation  fee  and  I  don't 
know  what  else  since  the  final  bill  has  not 
yet  passed,  will  have  major  economic  impli- 
cations to  our  family.  Loss  of  these  deduc- 
tions will  move  us  into  the  28  percent  tax 
bracket.  Additionally  we  will  be  paying 
taxes  on  our  former  deductions. 

At  the  same  time,  much  to  my  chagrin,  I 
read  that  this  "more  equitable"  tax  system 
will  move  those  who  are  well  off  in  to  this 
same  tax  bracket,  some  of  whom  stand  to 
receive  up  to  a  22  percent  reduction.  Some 
of  these  people  stand  to  receive  a  tax  reduc- 
tion in  excess  of  my  family's  gross  income. 

We  have  been  forced  to  get  by  with  less 
each  year  for  the  last  ten  years.  We  have 
been  able  to  buy  only  one  new  car  in  the 
last  ten  years,  no  vacations  in  the  last  5 
years.  Seldom  do  we  go  out  to  dinner  or  to 
the  movies  and  the  list  goes  on.  Each  year 
we  must  cut  out  something  else.  Each  year 
the  struggle  grows  more  difficult.  You  and 
your  fellow  Congressmen  must  be  aware  of 
the  implications  of  this  bill  for  middleclass 
America. 

No.  3 

In  attempting  to  get  a  handle  on  the  pro- 
posed tax  bill  a  number  of  issues  come  to 
the  forefront.  We  would  like  to  bring  these 
to  your  attention  as  we  feel  they  are  sub- 
stantial and  will  have  a  significant  impact 
upon  our  country. 

First,  what  we  like  about  the  proposed  tax 
reform: 

(1)  The  removal  of  many  poor  individuals 
and  families  from  the  tax  rolls.  This  is  a 
much  needed  reform  to  assist  those  already 
struggling  to  survive. 

(2)  The  elimination  of  many(?)  of  the  so- 
called  "passive"  tax  shelters,  that  allowed 
large  tax  savings  with  little  or  no  risk,  far 
beyond  the  initial  investment. 

(3)  A  minimum  tax  for  corporations.  This 
should  eliminate  the  untenable  situation 
where  most  families,  including  us  would  pay 
more  federal  income  taxes  than  large  corpo- 
rations with  multi-million  dollar  profits: 
many  of  who  were  defense  contractors 
making  their  profits  from  our  tax  dollars! 

We  see  the  above  as  major,  positive  devel- 
opments; however,  we  have  many  concerns 
with  the  proposed  tax  bill  and  its  overall 
impact  as  it  emerged  from  the  Joint  commit- 
tee. 
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(1)  The  whole  process  has  been  rushed 
through  Congress,  and  at  times  secretively, 
allowing  little  time  for  reflection  or  serious 
debate.  In  the  haste  to  put  together  this  leg- 
islation many  of  its  ramifications  have  been 
seriously  overlooked.  A  bill  as  radical  as  this 
one  deserves  and  needs  more  attention. 

(2)  Most  people  (most  thinking  people!) 
view  the  increasingly  persistent  deficit  on  a 
major  concern  facing  our  country  today,  if 
not  the  foremost  concern.  Yet  this  proposed 
bill  does  nothing  to  address  this  problem.  It 
seems  to  us  that  tax  reform  would  present 
us  with  an  excellent  opportunity  to  begin  to 
face  and  correct  this  serious  issue.  What  a 
shame! 

(3)  The  elimination  of  nearly  all  of  the 
progressivity  of  our  tax  code  strikes  us  as 
most  unfair.  Can  you  explain  to  us,  and 
others,  what's  fair,  or  reformed,  when  we 
with  an  annual  income  of  approximately 
$60,000  will  be  paying  the  same  Federal  tax 
rate  as  families  or  individuals  earning  mil- 
lions or  tens  of  millions  of  dollars  annually? 
(Granted  a  miniscule  difference  in  personal 
exemptions.)  This  is  reform?  Progressivity  is 
one  of  the  most  fair  and  rational  compo- 
nents of  our  present  code.  We  cannot  under- 
stand the  drastic  change. 

(4)  The  elimination  of  the  two  Income  ad- 
justment flies  in  the  face  of  current  demo- 
graphic trends.  Given  equal  incomes  the  two 
earner  household  has  obvious  and  markedly 
greater  expenses  than  the  one  earner  house- 
hold. This  issue  is  not  addressed  In  the  pro- 
posed bill.  It  took  years  for  its  establish- 
ment in  our  present  code. 

(5)  With  our  annual  deficit,  huge  national 
debt,  and  abysmal  savings  rate  the  elimina- 
tion of  the  tax  savings  of  IRA's  for  many 
households  doesn't  add  up.  We  need  to  en- 
courage long  term  savings  in  our  country, 
not  decrease  our  capacity  to  do  so. 

In  sum  we  think  the  proposed  tax  bill  has 
many  harmful  aspects  and  deserves  more 
careful  and  open  examination.  While  it  does 
contain  attractive  components  we  need  to 
consider  all  the  possible  ramifications.  This 
bill  represents  a  radical  change  in  our  tax 
code  and  to  pass  it  into  law  without  more 
thoughtful  debate  would  be  irresponsible 
and  we  think  harmful. 

Thank  you  for  your  consideration  on  this 
matter. 


COUNTERTERRORIST  FORCES 

Mr.  BENTSEN.  Mr.  President,  once 
again  we  have  had  an  airplane  hijack- 
ing, and  once  again  some  of  our  fellow 
citizens  have  been  harmed  by  terror- 
ists who  seem  to  have  no  geographical 
limitations.  The  recent  hijacking  of 
Pan  American  flight  073  in  Karachi, 
Pakistan,  left  2  Americans  dead  and  17 
others  wounded  when  terrorists 
opened  fire  with  automatic  rifles  and 
threw  hand  grenades  into  the  mass  of 
passengers  huddled  together  in  the 
&isl6S 

I  certainly  do  not  blame  the  Paki- 
stani authorities  for  these  casualties; 
they  did  all  that  could  reasonably 
have  been  done  once  the  plane  was 
seized.  The  terrorists'  decision  to  open 
fire  apparently  had  nothing  to  do  with 
the  fact  that  Pakistani  commandos 
had  surrounded  the  plane.  Indeed, 
there  is  no  indication  that  the  terror- 
ists even  knew  that  the  commandos 


were  anywhere  near  the  aircraft  at  the 
time. 

No,  in  this  particular  incident,  other 
than  to  have  had  better  security, 
which  may  never  be  good  enough, 
there  may  not  have  been  anything 
that  anyone  on  the  outside  could  have 
done  to  prevent  the  ultimate  tragedy 
of  death  and  destruction.  But  there 
may  be  a  lesson  that  we  can  learn 
from  this  event— a  lesson  that  may 
help  us  when  next  we  are  involved  in  a 
similar  terrorist  hijacking. 

Sadly,  I  say  "when,"  rather  than 
"if,"  because  I  am  convinced  that  ter- 
rorism of  this  sort  is  here  to  stay,  and 
we  had  better  be  prepared  to  meet  it. 
I  am  limited  in  what  I  can  say  about 
this  topic  here  in  this  Chamber,  be- 
cause much  of  what  we  know  about 
our  national  ability  to  respond  to  ter- 
rorism is  highly  classified. 

I  believe,  though,  that  sometimes 
the  decision  to  retain  the  cloak  of  se- 
curity classification  about  certain  ac- 
tivities which  are  commonly  discussed 
by  the  press  or  by  unnamed  adminis- 
tration spokesmen  acts  only  to  inhibit 
those  of  us  on  Intelligence  or  Armed 
Services,  without  serving  any  true  na- 
tional security  purpose  at  all.  Too 
much  of  this  material  has  been  a  part 
of  the  public  domain  for  too  long  for 
those  of  us  here  in  this  Chamber  to 
pretend  that  it  does  not  exist. 

It  should  be  no  surprise  to  anyone 
that  the  United  States  has  a  counter- 
terrorists  capability  within  its  military 
forces.  Any  reasonably  well-read  citi- 
zens would  know  that  following  the 
disastrous  1980  attempt  to  rescue  the 
hostages  in  Iran,  military  planners 
took  a  hard  look  at  our  capabilities  in 
the  counterterrorist  area  and  found 
them  sadly  lacking. 

Among  other  things,  one  result  was 
the  creation  of  a  command  center  for 
what  are  called  "special  operations" 
and  the  dedication  of  specially  trained 
troops  to  serve  as  the  basis  for  an  elite 
counterterrorist  force. 

We  have  such  forces  now,  and  I  have 
been  to  their  headquarters  and  train- 
ing facility,  and  watched  them  as  they 
demonstrated  their  abilities.  They  are 
good.  There  is  no  doubt  about  it. 

They  display  a  high  degree  of  pro- 
fessionalism and  competence  and  they 
have  the  specialized  training  needed 
for  the  unique  mission  of  rescuing  hos- 
tages and  taking  on  a  terrorist  group 
successfully.  The  problem  is,  we  have 
to  be  able  to  get  our  counterterrorist 
forces  to  the  scene  of  the  problem 
very  quickly— and  that  is  where  we  fall 
short. 

When  this  recent  hijacking  was 
going  on  in  Karachi,  I  doubt  that 
there  were  very  many  knowledgeable 
people  who  did  not  assiune  that  our 
men  were  on  their  way.  An  unidenti- 
fied administration  source  later  con- 
firmed this  speculation,  being  quoted 
in  the  New  York  Times  to  the  effect 
that  Delta  Force  was  dispatched  and 


received  permission  from  Pakistani  au- 
thorities to  land  in  Karachi,  but  did 
not  arrive  before  the  tragic  termina- 
tion of  the  incident. 

During  this  past  year,  I  have  spoken 
several  times  with  the  commander  of 
our  special  operations  forces  and  sug- 
gested that  some  portion  of  his  men 
ought  to  be  stationed  overseas,  closer 
to  likely  trouble  spots.  Following  the 
Department  of  Defense  line,  he  has 
consistently  resisted  this  idea,  plead- 
ing that  the  entire  unit  needs  to 
remain  together  at  one  location  in  this 
country  for  training  purposes. 

I  made  this  same  suggestion  to  Adm. 
J.L.  HoUoway  III,  Executive  Director 
of  the  Vice  President's  Task  Force  on 
Combating  Terrorism.  Subsequently, 
the  task  force  recommended  that  con- 
sideration be  given  to  stationing  part 
of  our  counterterrorist  "forces  overseas. 
But  it  has  not  been  done. 

I  am  not  prepared  to  say  that  the  hi- 
jacking in  Karachi  would  have  turned 
our  differently  if  our  special  oper- 
ations forces  had  been  able  to  reach 
Pakistan  within  a  few  hours. 

I  do  know,  however,  that  even  had 
they  arrived  before  the  incident  was 
over,  it  would  have  been  too  much^to 
expect  even  highly-trained  soldiers  to 
fly  16  or  more  hours  to  some  location 
half-way  around  the  globe  and  then  be 
able  to  operate  at  peak  efficiency.  Any 
of  us  who  have  suffered  from  "jet-lag" 
can  testify  to  that.  And  it  is  a  certain- 
ty that  our  special  troops  will  not  be 
able  to  help  resolve  a  hijacking  if  they 
are  still  in  the  air  when  it  ends. 

Moreover,  the  first  few  hours  of  any 
hijacking  or  terrorist  situation  are 
most  critical.  No  matter  how  well  pre- 
pared the  terrorists  might  be,  no 
matter  how  much  planning  they  have 
done,  there  is  always  a  certain  amount 
of  confusion  on  their  part  in  the  be- 
ginning. Within  a  relatively  short 
period  of  time,  though,  they  consoli- 
date their  position  and  perhaps  bring 
in  reinforcements  and  perhaps  even 
additional  weapons. 

If  it  is  an  airplane  hijacking,  they 
might  attempt  to  have  the  plane  fly  to 
another  location.  The  point  is.  all  of 
this  takes  time  on  the  part  of  the  ter- 
rorists, time  which  we  need  to  deny 
them.  If  we  can  strike  before  they 
have  had  an  opportunity  to  do  these 
things,  before  they  c;an  consolidate 
their  position,  we  have  a  much  better 
chance  of  bringing  the  incident  to  a 
close  with  a  minimal  loss  of  innocent 
lives. 

Having  seen  the  rigorous  training 
that  our  counterterrorist  forces  under- 
go, I  can  understand  way  the  com- 
mander wants  them  to  keep  their 
skills  continually  honed  through  con- 
stant practice.  Small  arms  marksman- 
ship is  indeed  a  perishable  skill.  I  am- 
not  persuaded,  however,  that  the 
United  States  is  the  only  place  these 
forces  can  practice  their  shooting.  Nei- 
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ther  do  I  believe  that  a  decision  has  to 
be  made  to  permanently  station  one 
particular  part  of  these  forces  over- 
seas. Such  positioning  can  be  done  on 
a  rotating  basis,  with  troop  substitu- 
tions made  every  few  months. 

In  short,  while  I  do  not  see  any  in- 
surmountable problems  with  pre-posi- 
tioning  of  such  forces,  I  see  consider- 
able benefits— benefits  that  could  wind 
up  saving  American  lives. 

If  there  are  problems  with  our  allies, 
I  feel  certain  that  every  civilized 
nation  is  beginning  to  understand  the 
global  dimensions  of  the  problem  of 
terrorism  and  that  if  they  are  ap- 
proached in  the  proper  fashion,  there 
will  be  opportunities  for  stationing 
some  of  our  special  troops  overseas. 
There  certainly  does  not  seem  to  be 
any  difficulty  in  getting  our  NATO 
aUies  to  accept  a  quarter  million  regu- 
lar troops  on  their  soil. 

No,  I  believe  this  argument  against 
forward  deployment  of  our  counterter- 
rorist  forces  is  nothing  but  a  smoke- 
screen, used  to  justify  the  precon- 
ceived ideas  of  certain  officials  of  the 
Departments  of  Defense  and  State. 
And  this  smokescreen  has  to  be 
pierced. 

Today,  I  am  extending  both  a  chal- 
lenge and  a  warning  to  those  who 
resist  what  I— and  no  doubt  others  in 
this  Chamber— believe  is  necessary 
and  proper. 

We  must  act  to  insure  that  our 
troops  are  in  a  position  to  influence 
the  situation  when  the  next  hijacking 
or  other  terrorist  confrontation 
occurs. 

DOD  or  State  Department  officials 
should  be  on  notice:  If  they  do  not 
take  the  steps  necessary  to  pre-posi- 
tion  some  of  our  counterterrorist 
forces  overseas,  I  will  work  with  others 
in  the  Senate  and  will  introduce  legis- 
lation to  bring  this  about.  I  have  great 
confidence  in  the  members  of  our  spe- 
cial operations  forces. 

I  do  not  want  to  see  them  ham- 
strung any  longer,  nor  to  see  American 
lives  needlessly  jeopardized  through 
our  inability  to  reach  the  scene  of  the 
hijacking  within  a  reasonable  time, 
with  troops  that  are  rested  and  ready 
to  go.  Stationing  some  of  our  counter- 
terrorist  forces  overseas  will  contrib- 
ute to  the  overall  effectiveness  of  our 
fight  against  terrorism.  It  is  a  step 
that  needs  to  be  taken  now. 


IN  PRAISE  OP  ANTONIN  SCALIA 

Mr.  D'AMATO.  Mr.  President,  this 
body  has  just  unanimously  voted  to 
confirm  Antonin  Scalia  as  Justice  of 
the  Supreme  Court  of  the  United 
States:  I  want  to  add  my  voice  to  that 
deservedly  thunderous  vote  of  approv- 
al. 

I  realize  that  many  of  my  colleagues 
might  conclude  that  this  is  simply  a 
case  of  AifONSE  D'Amato  sticking  up 
for  a  fellow  Italian  American,  but  I 


can  assure  them  that  my  praise  and 
motives  go  much  further  and  deeper 
than  that.  While  we  are  on  that  sub- 
ject, however,  please  permit  me  to  ex- 
press a  little  ethnic  pride.  About  2 
months  ago,  we  had  a  celebration  in 
my  home,  the  State  of  New  York,  for 
the  birthday  of  our  Statue  of  Liberty. 
For  millions  of  immigrants,  including 
my  grandparents  the  Lady  was  the 
first  thing  they  saw  in  America,  and 
she  was  a  symbol  of  hope  and  opportu- 
nity. It  is  only  fitting,  therefore,  and  it 
fills  me  with  great  pride  that  this  an- 
niversary year  of  the  Statue  of  Liberty 
would  also  see  the  confirmation  of  the 
first  Italian  American  to  become  Jus- 
tice of  the  Supreme  Court  of  the 
United  States. 

Mr.  President,  our  unanimous  ap- 
proval of  Justice  Scalia  is  also  a  trib- 
ute to  a  tremendously  accomplished 
individual.  Antonin  Scalia  is  a  lawyer 
and  scholar  of  impeccable  credentials, 
and  just  as  important,  he  is  a  man  of 
dedication  to  and  love  for  his  family.  I 
think  one  of  the  important  reasons 
that  we  in  Government  are  subject  to 
a  higher  degree  of  scrutiny  than  pri- 
vate citizens  is  the  just  expectation 
that  an  example  be  set,  an  example 
for  all  of  us  but  especially  for  our  chil- 
dren. Many  of  America's  most  pressing 
problems,  notably  the  scourge  of 
drugs,  will  be  solved  not  so  much  by 
passing  laws  as  by  having  men  of 
moral  character  and  integrity  like  An- 
tonin Scalia  in  the  highest  positions  of 
our  Government. 

Finally,  Mr.  President,  what  is  most 
important  about  the  confirmation 
which  Justice  Scalia  has  successfully 
undergone  is  what  it  says  about  our 
country,  which  is  something  that  I 
think  we  usually  take  for  granted.  It 
says  that  the  United  States  is  an 
honest  and  open  society,  where  every- 
one is  free  to  speak  out  and  where  ev- 
eryone is  free  to  achieve  what  they  de- 
serve. We  all  know  here  in  the  Senate 
that  the  confirmation  process  is  gruel- 
ing not  only  on  the  nominee  but  on 
those  of  us  who  must  pass  judgment. 
It  seems  clear,  however,  that  giving  ev- 
eryone the  chance  to  express  his  or 
her  view  is  the  only  way  we  can  get  to 
the  truth.  What  strikes  me  on  this  oc- 
casion is  the  great  contrast  between 
our  country  and  the  Soviet  Union, 
where  we  have  recently  seen  the  liter- 
ally deadly  cover  up  at  Chernobyl  and 
the  outrageous  duplicity  of  framing 
and  arresting  an  innocent  private 
American  citizen,  Nicholas  Daniloff. 

All  in  all,  Mr.  President,  I  think  we 
can  be  proud  of  ourselves  on  this  occa- 
sion, the  confirmation  of  Justice  An- 
tonin Scalia  is  truly  an  example  of  our 
Government  at  its  best,  because  we 
have  found  the  right  man  for  a  very 
important  job.  We  all  join  in  wishing 
Justice  Scalia  a  long  and  successful 
tenure  on  the  Supreme  Court. 


THE  39TH  ANNIVERSARY  OF 
THE  U.S.  AIR  FORCE 

Mr.  ANDREWS.  Mr.  President, 
throughout  the  history  of  mankind 
there  have  been  few  innovations  to 
have  had  a  more  profound  effect  on 
society  than  marmed  flight.  Humans 
in  the  20th  century  have  experienced 
the  "incredible  shrinking  world"  as  a 
result  largely  of  our  increased  ability 
to  travel  greater  distances  in  shorter 
periods  of  time.  Man's  mastery  of 
flight  has  also  affected  another  long- 
time condition:  warfare.  However,  mili- 
tary air  power  has  excelled  in  a  new 
dimension— the  ability  to  deter  war. 

Ever  since  Lenardo  da  Vinci  drew 
the  first  plans  for  a  flying  machine, 
aeronauts  used  balloons  for  observa- 
tion during  the  Civil  War  and  the 
Wright  brothers  made  history  at  Kitty 
Hawk,  the  use  of  the  skies  has 
changed  the  way  in  which  we  protect 
our  borders  and  defend  freedom  in  an 
increasingly  troubled  world.  However, 
it  would  take  some  time  before  the 
War  Department  would  begin  to  fully 
utilize  Orville  and  Wilbur  Wright's 
mammoth  accomplishment.  In  1907  an 
aeronautical  division  was  created  in 
the  Signal  Corps,  but  it  was  another  2 
years  before  they  purchased  their  first 
airplane  from  the  Wrights. 

The  development  of  a  fully  realized 
air  branch  of  the  Armed  Forces  was 
halting,  moving  at  a  "stop  and  start" 
pace.  Separating  from  the  Signal 
Corps  in  1918,  they  became  the  Air 
Service  by  law  in  1920,  then  the  Air 
Corps  in  1926,  only  to  see  the  creation 
of  the  Army  Air  Forces  in  1941. 
Throughout  this  period  and  beyond, 
the  U.S.  Government  was  witnessing 
the  emergence  of  a  new  force  in  mili- 
tary strategy.  Such  obvious  benefits  as 
entering  enemy  territory  in  a  matter 
of  hours,  when  ground  forces  would 
have  taken  days  or  months,  empha- 
sized that  in  order  to  control  the 
ground  one  must  first  control  the  air. 

In  1947,  the  U.S.  Air  Force  was  cre- 
ated. Growing  from  the  aviation  arm 
which  began  World  War  I  with  only  35 
pilots  and  55  mechanics,  the  USAF 
concluded  1985  with  603,653  Active 
Duty  men  and  women,  over  200,000 
Reserve  members  and  over  250,000  ci- 
vilian employees— not  to  mention  over 
7,000  active  duty  aircraft  and  over 
2,000  planes  in  reserve.  This  amazing 
branch  of  our  defense  structure  is  ca- 
pable of  defending,  maneuvering  of- 
fensively, transporting  and  providing 
rescue  and  search  aid  when  needed. 

For  example,  it's  frightening  to  con- 
template the  consequences  of  the  Rus- 
sian blockade  of  West  Berlin  after 
World  War  II  without  the  Berlin  air- 
lift. During  the  462  days  of  Operation 
Vittles,  over  277,000  flights  were  com- 
pleted with  aircraft  landing  at  Tem- 
pelhof  airport  on  an  average  of  every 
3'/2  minutes  delivering  over  2,325,000 
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short  tons  of  supplies.  This  was  a  truly 
astonishing  feat. 

Today,  the  Air  Force  is  capable  of 
this  and  much  more.  We  are  proud  of 
its  ability  to  deter  war,  provide  intelli- 
gence, assist  in  weather  observation 
and  drug  interdiction,  and,  like  our 
other  fine  branches  of  the  service,  pre- 
serve and  protect  our  freedoms  around 
the  world. 


The  minority  leader  is  recognized  for 
1  minute. 


CONCLUSION  OF  MORNING 
BUSINESS 

The  PRESIDING  OFFICER.  Morn- 
ing business  is  closed. 


RECESS  UNTIL  10:30  A.M. 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  hour  of  9:30 
having  arrived,  the  Senate  will  now 
stand  in  recess  until  the  hour  of  10:30 
a.m. 

Thereupon,  at  9:30  a.m.,  the  Senate 
recessed  until  10:30  a.m.;  whereupon, 
the  Senate  reassembled  when  called  to 
order  by  the  Presiding  Officer  (Mr. 
Pressler). 


D  1030 

OMNIBUS  BUDGET 
RECONCILIATION  ACT,  1987 

The  PRESIDING  OFFICER.  The 
clerk  will  report  the  pending  business. 

The  assistant  legislative  clerk  read 
as  follows: 

A  bill  (S.  2706)  to  provide  for  reconcilia- 
tion pursuant  to  section  2  of  the  concurrent 
resolution  on  the  budget  for  fiscal  year  1987 
(S.  Con.  Res.  120,  Ninety-ninth  Congress). 

The  Senate  resumed  consideration 
of  the  bill. 

(Remarks  of  Mr.  Bentsen  at  this 
point  relating  to  terrorism  are  printed 
earlier  in  the  Record.) 

D  1040 

The  PRESIDING  OFFICER.  Does 
the  Senator  suggest  the  absence  of  a 
quorum? 

Mr.  BENTSEN.  Mr.  President,  I  sug- 
gest the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  Is  the 
time  to  be  equally  divided? 

Mr.  BENTSEN.  I  have  no  objection. 

The  PRESIDING  OFFICER.  With- 
out objection,  the  time  consumed  in 
the  roUcall  will  be  equally  divided. 

The  clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

D  1050 

Mr.  BYRD.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  BYRD.  Mr.  President,  I  ask 
imanimous  consent  to  proceed  for  1 
minute  as  in  morning  business. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ADDRESS  OF  HER  EXCELLENCY 
CORAZON  C.  AQUINO,  PRESI- 
DENT OF  THE  REPUBLIC  OF 
THE  PHILIPPINES  TO  THE 
JOINT  MEETING  OF  THE 
UNITED  STATES  CONGRESS 

Mr.  BYRD.  Mr.  President,  both 
Houses  have  jointly  sat  and  listened  to 
an  excellent  address,  most  eloquent 
address,  a  very  courageous  address,  by 
Her  Excellency  Corazon  C.  Aquino, 
President  of  the  Republic  of  the  Phil- 
ippines. 

Mr.  President,  I  ask  unanimous  con- 
sent that  this  great  speech  by  Presi- 
dent Aquino  delivered  to  the  joint 
meeting  of  the  U.S.  Congress  be  print- 
ed in  the  Record  at  this  point. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 
Address   of  Her   Excellency  Corazon   C. 

Aquino,  President  of  the  Republic  of 

THE  Philippines  to  the  Joint  Meeting  of 
,  the  United  States  Congress 

Mr.  Speaker,  Mr.  President  pro  tempore, 
three  years  ago.  I  left  America  in  grief  to 
bury  my  husband.  Ninoy  Aquino,  I  thought 
I  had  left  it  also  to  lay  to  rest  his  restless 
dream  of  Philippine  freedom.  Today.  I  have 
returned  as  the  President  of  a  free  people. 

In  burying  Ninoy.  A  whole  nation  honored 
him.  By  that  brave  and  selfless  act  of  giving 
honor,  a  nation  in  shame  recovered  its  own. 
A  country  that  had  lost  faith  in  its  future 
found  it  in  a  faithless  and  brazen  act  of 
murder.  So  in  giving,  we  receive,  in  losing  we 
find;  and  out  of  defeat,  we  snatched  our  vic- 
tory. 

For  the  nation,  Ninoy  became  the  pleasing 
sacrifice  that  answered  their  prayers  for 
freedom.  For  myself  and  our  children, 
Ninoy  was  a  loving  husband  and  father.  His 
loss,  three  time  in  our  lives,  was  always  a 
deep  and  painful  one. 

Fourteen  years  ago  this  month  was  the 
first  time  we  lost  him.  A  President  turned 
dictator,  and  traitor  to  his  oath,  suspended 
the  Constitution  and  shut  down  the  Con- 
gress that  was  much  like  this  one  before 
which  I  am  honored  to  speak.  He  detained 
my  husband  along  with  thousands  of 
other— Senators,  publishers  and  anyone 
who  had  spoken  up  for  the  democracy  as  its 
end  drew  near.  But  for  Ninoy.  a  long  and 
cruel  ordeal  was  reserved.  The  dictator  al- 
ready knew  that  Ninoy  was  not  a  body 
merely  to  be  imprisoned  but  a  spirit  he  must 
break.  For  even  as  the  dictatorship  demol- 
ished one  by  one  the  institutions  of  democ- 
racy—the press,  the  Congress,  the  Independ- 
ence of  the  judiciary,  the  protection  of  the 
bill  of  rights— Ninoy  kept  their  spirit  alive 
in  himself. 

The  Government  sought  to  break  him  by 
indignities  and  terror.  They  locked  him  up 
in  a  tiny,  nearly  airless  cell  in  a  military 
camp  in  the  north.  They  stripped  him 
naked  and  held  the  threat  of  sudden  mid- 
night execution  over  his  head.  Ninoy  held 
up  manfully  under  all  of  it.  I  barely  did  as 
well.  For  43  days,  the  authorities  would  not 
tell  me  what  had  happend  to  him.  This  was 
the  first  time  my  children  and  I  felt  we  had 
lost  him. 

When  that  didn't  work,  they  put  him  on 
trial  for  subversion,  murder,  and  a  host  of 


other  crimes  before  a  military  commission. 
Ninoy  challenged  its  authority  and  went  on 
a  fast.  If  he  survived  it.  then,  he  felt,  God 
intended  him  for  another  fate.  We  had  lost 
him  again.  For  nothing  would  hold  him 
back  from  his  determination  to  see  his  fast 
through  to  the  end.  He  stopped  only  when 
it  dawned  on  him  that  the  Government 
would  keep  his  body  alive  after  the  fast  had 
destroyed  his  brain.  And  so,  with  barely  any 
life  in  his  body,  he  called  off  the  fast  on  the 
fortieth  day.  God  meant  him  for  other 
things,  he  felt.  He  did  not  know  that  an 
early  death  would  still  be  his  fate,  that  only 
the  timing  was  wrong. 

At  any  time  during  his  long  ordeal.  Ninoy 
could  have  made  a  separate  peace  with  the 
dictatorship,  as  so  many  of  his  countrymen 
had  done.  But  the  spirit  of  democracy  that 
inheres  in  our  race  and  animates  this  Cham- 
ber could  not  be  allowed  to  die.  He  held  out, 
in  the  loneliness  of  his  cell  and  the  frustra- 
tion of  exile,  the  democratic  alternative  to 
the  insatiable  greed  and  mindless  cruelty  of 
the  right  and  the  purging  holocaust  of  the 
left. 

And  then,  we  lost  him  irrevocably  and 
more  painfully  than  in  the  past.  The  news 
came  to  us  in  Boston.  It  had  to  be  after  the 
3  happiest  years  of  our  lives  together.  But 
his  death  was  my  country's  resurrection  in 
the  courage  and  faith  by  which  alone  they 
could  be  free  again.  The  dictator  had  called 
him  a  nobody.  Two  million  people  threw 
aside  their  passivity  and  fear  and  escorted 
him  to  his  grave.  And  so  began  the  revolu- 
tion that  has  brought  me  to  democracy's 
most  famous  home,  the  Congress  of  the 
United  States. 

The  task  had  fallen  on  my  shoulders  to 
continue  offering  the  democratic  alternative 
to  our  people. 

Archibald  MacLeish  had  said  that  democ- 
racy must  be  defended  by  arms  when  it  is 
attacked  by  arms  and  by  truth  when  it  is  at- 
tacked by  lies.  He  failed  to  say  how  it  shall 
be  won. 

I  held  fast  to  Ninoy's  conviction  that  it 
must  be  by  the  ways  of  democracy.  I  held 
out  for  participation  in  the  1984  election  the 
dictatorship  called  even  if  I  knew  it  would 
be  rigged.  I  was  warned  by  the  lawyers  of 
the  opposition  that  I  ran  the  grave  risk  of 
legitimizing  the  foregone  results  of  elections 
that  were  clearly  going  to  be  fraudulent. 
But  I  was  not  fighting  for  lawyers  but  for 
the  people  in  whose  intelligence  I  had  im- 
plicit faith.  By  the  exercise  o'  democracy, 
even  in  a  dictatorship,  they  would  be  pre- 
pared for  democracy  when  it  came.  And 
then,  also,  it  was  the  only  way  I  knew  by 
which  we  could  measure  our  power  even  in 
the  terms  dictated  by  the  dictatorship. 

The  people  vindicated  me  in  an  election 
shamefully  marked  by  Government  thug- 
gery and  fraud.  The  opposition  swept  the 
elections,  garnering  a  clear  majority  of  the 
votes,  even  if  they  ended  up,  thanks  to  a 
corrupt  Commission  on  Elections,  with 
barely  a  third  of  the  seats  in  Parliament. 
Now,  I  knew  our  power. 

Last  year,  in  excess  of  arrogance,  the  dic- 
tatorship called  for  its  doom  in  a  snap  elec- 
tion. The  people  obliged  with  over  a  million 
signatures,  they  drafted  me  to  challenge  the 
dictatorship.  And  I  obliged  them.  The  rest  is 
the  history  that  dramatically  unfolded  on 
your  television  screens  and  across  the  front 
pages  of  your  newspapers. 

You  saw  a  nation,  armed  with  courage  and 
integrity,  stand  fast  by  democracy  against 
threats  and  corruption.  You  saw  women  poll 
watches  break  out  in  tears  as  armed  goons 
crashed  the  polling  places  to  steal  the  bal- 
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lots,  but  just  the  same,  they  tied  themselves 
to  the  ballot  boxes.  You  saw  a  people  com- 
mitted to  the  ways  of  democracy  that  they 
were  prepared  to  give  their  lives  for  its  pale 
imitation.  At  the  end  of  the  day,  before  an- 
other wave  of  fraud  could  distort  the  re- 
sults. I  announced  the  people's  victory. 

The  distinguished  cochairman  of  the  U.S 
observer  team  in  his  report  to  your  Presi- 
dent described  that  victory: 

"I  was  witness  to  an  extraordinary  mani- 
festation of  democracy  on  the  part  of  the 
Filipino  people.  The  ultimate  result  was  the 
election  of  Mrs.  Corazon  C.  Aquino  as  Presi- 
dent and  Mr.  Salvador  Laurel  as  Vice  Presi- 
dent of  the  Philippines." 

Many  of  you  here  today  played  a  part  in 
changing  the  policy  of  your  country  toward 
us.  We  Filipinos  thank  each  of  you  for  what 
you  did:  For  balancing  America's  strategic 
interest  against  human  concerns, 
illiunlnates  the  American  vision  of  the 
world. 

When  a  subservient  Parliament  an- 
nounced my  opponent's  victory,  the  people 
turned  out  in  the  streets  and  proclaimed  me 
President.  And  true  to  their  word,  when  a 
handful  of  military  leaders  declared  them- 
selves against  the  dictatorship,  the  people 
rallied  to  their  protection.  Surely,  the 
people  take  care  of  their  own.  It  is  on  that 
faith  and  the  obligation  it  entails  that  I  as- 
sumed the  Presidency. 

As  I  came  to  power  peacefully,  so  shall  I 
keep  it.  That  is  my  contract  with  my  people 
and  my  commitment  to  God.  He  had  willed 
that  the  blood  drawn  with  the  lash  shall 
not.  in  my  country,  be  paid  by  blood  drawn 
by  the  sword  but  by  the  tearful  joy  of  rec- 
onciliation. 

We  have  swept  away  absolute  power  by  a 
limited  revolution  that  respected  the  life 
and  freedom  of  every  Filipino.  Now,  we  are 
restoring  full  constitutional  Government. 
Again,  as  we  restored  democracy  by  the 
ways  of  democracy,  so  are  we  completing 
the  constitutional  structures  of  our  new  de- 
mocracy under  a  constitution  that  already 
gives  full  respect  to  the  bill  of  rights.  A  jeal- 
ously independent  Constitutional  Commis- 
sion is  completing  its  draft  which  will  be 
submitted  later  this  year  to  a  popular  refer- 
endum. When  it  is  approved,  there  will  be 
congressional  elections.  So  within  about  a 
year  from  a  peaceful  but  national  upheaval 
that  overturned  a  dictatorship,  we  shall 
have  returned  to  full  constitutional  Govern- 
ment. Given  the  polarization  and  break- 
down we  inherited,  this  is  no  small  achieve- 
ment. 

My  predecessor  set  aside  democracy  to 
save  it  from  a  Communist  insurgency  that 
numbered  less  thsui  500.  Unhampered  by  re- 
spect for  human  rights,  he  went  at  it  with 
hammer  and  tongs.  By  the  time  he  fled, 
that  insurgency  had  grown  to  more  than 
16,000.  I  think  there  is  a  lesson  here  to  be 
learned  about  trying  to  stifle  a  thing  with 
the  means  by  which  it  grows. 

I  don't  think  anybody,  in  or  outside  our 
country,  concerned  for  a  democracy  and 
open  Philippines,  doubts  what  must  be 
done.  Through  political  initiatives  and  local 
reintegration  programs,  we  must  seek  to 
bring  the  insurgents  down  from  the  hills, 
and  by  economic  progress  and  justice,  show 
them  that  for  which  the  best  intentioned 
among  them  fight. 

As  President,  I  will  not  betray  the  cause  of 
peace  by  which  I  came  to  power.  Yet  equal- 
ly, and  again  no  friend  of  Filipino  democra- 
cy will  challenge  this.  I  will  not  stand  by 
and  allow  an  insurgent  leadership  to  spurn 
our  offer  of  peace  and  kill  our  young  sol- 
diers, and  threaten  our  new  freedom. 


Yet.  I  must  explore  the  path  of  peace  to 
the  utmost,  for  at  its  end,  whatever  disap- 
pointment I  meet  there,  is  the  moral  basis 
for  laying  down  the  olive  branch  of  peace 
and  taiking  up  the  sword  of  war.  Still,  should 
it  come  to  that,  I  will  not  waver  from  the 
course  laid  down  by  your  great  liberator: 

"With  malice  toward  none,  with  charity 
for  all.  with  firmness  in  the  right  as  God 
gives  us  to  see  the  right,  let  us  finish  the 
work  we  are  in.  to  bind  up  the  nation's 
wounds,  to  care  for  him  who  shall  have 
borne  the  battle,  and  for  his  widow  and  for 
his  ophans,  to  do  all  which  may  achieve  and 
cherish  a  just  and  lasting  peace  among  our- 
selves and  with  all  nations." 

Like  Lincoln,  I  understand  that  force  may 
be  necessary  before  mercy.  Like  Lincoln,  I 
don't  relish  it.  Yet,  I  will  do  whatever  it 
takes  to  defind  the  integrity  and  freedom  of 
my  country. 

Finally,  may  I  turn  to  that  other  slavery: 
Our  $26  billion  foreign  debt.  I  have  ssud 
that  we  shall  honor  it.  Yet  must  the  means 
by  which  we  shall  be  able  to  do  be  kept 
from  us?  Many  conditions  imposed  on  the 
previous  Government  that  stole  this  debt 
continue  to  be  imposed  on  us  who  never 
benefited  from  it.  AJid  no  assistance  or  liber- 
ality commensurate  with  the  calamity  that 
was  visited  on  us  has  been  extended.  Yet 
ours  must  have  been  the  cheapest  revolu- 
tion ever.  With  little  help  from  others,  we 
Filipinos  fulfilled  the  first  and  most  diffi- 
cult condition  of  the  debt  negotiation:  The 
full  restoration  of  democracy  and  responsi- 
ble Government.  Elsewhere,  and  in  other 
times  of  more  stringent  world  economic  con- 
ditions, Marshall  plans  and  their  like  were 
felt  to  be  necessary  companions  of  return- 
ing democracy. 

When  I  met  with  President  Reagan  yes- 
terday, we  began  an  imptortant  dialog  about 
cooperation  and  the  stengthening  of  the 
friendship  between  our  two  counttries.  That 
meeting  was  both  a  confirmation  and  a  new 
beginning  and  should  lead  to  positive  results 
in  all  areas  of  common  concern. 

Today,  we  face  the  aspirations  of  a  people 
who  had  known  so  much  poverty  and  mas- 
sive unemployment  for  the  past  14  years 
and  yet  offered  their  lives  for  the  abstrac- 
tion of  democracy.  Wherever  I  went  in  the 
campaign,  slum  area  or  imt>overished  vil- 
lage, they  came  to  me  with  one  cry:  Democ- 
racy! Not  food,  although  they  clearly 
needed  it.  but  democracy  not  work,  al- 
though they  surely  wanted  it,  but  democra- 
cy. Not  money,  for  they  gave  what  little 
they  had  to  my  campaign.  They  didn't 
expect  me  to  work  a  miracle  that  would  in- 
stantly put  food  into  their  mouths,  clothes 
on  their  back,  education  in  their  children, 
and  work  that  will  put  dignity  in  their  lives. 
But  I  feel  the  pressing  obligation  to  respond 
quickly  as  the  leader  of  a  people  so  deserv- 
ing of  all  these  things. 

We  face  a  Communist  insurgency  that 
feeds  on  economic  deterioration,  even  as  we 
carry  a  great  share  of  the  free  world  de- 
fenses in  the  Pacific.  These  are  only  two  of 
the  many  burdens  my  people  carry  even  as 
they  try  to  build  a  worthy  and  enduring 
house  for  their  new  democracy,  that  may 
serve  as  well  as  a  redoubt  for  freedom  in 
Asia.  Yet.  no  sooner  is  one  stone  laid  than 
two  are  taken  away.  Half  our  export  earn- 
ings. $2  billion  out  of  $4  billion,  which  was 
all  we  could  earn  in  the  restrictive  markets 
of  the  world,  went  to  pay  just  the  interest 
on  a  debt  whose  benefit  the  FMlipino  people 
never  received. 

Still  we  fought  for  honor,  and.  if  only  for 
honor,  we  shall  pay.  And  yet.  should  we 


have  to  wring  the  payments  from  the  sweat 
of  our  men's  faces  and  sink  all  the  wealth 
piled  up  by  the  bondsman's  250  years  of  un- 
requited toil? 

Yet  to  all  Americans,  as  the  leader  of  a 
proud  and  free  people,  I  address  this  ques- 
tion: Has  there  been  a  greater  test  of  na- 
tional commitment  to  the  ideals  you  hold 
dear  than  that  my  people  have  gone 
through?  You  have  spent  many  lives  and 
much  treasure  to  bring  freedom  to  many 
lands  that  were  reluctant  to  receive  it.  And 
here  you  have  a  people  who  won  it  by  them- 
selves and  need  only  the  help  to  preserve  it. 

Three  years  ago,  I  said,  thank  you,  Amer- 
ica, for  the  haven  from  oppression,  and  the 
home  you  gave  Ninoy.  myself  and  our  chil- 
dren, and  for  the  3  happiest  years  of  our 
lives  together.  Today,  I  say,  join  us.  Amer- 
ica, as  we  build  a  new  home  for  democracy, 
another  haven  for  the  oppressed,  so  it  may 
stand  as  a  shining  testament  of  our  two  na- 
tions' commitment  to  freedom. 

Mr.  BYRD.  Mr.  President,  I  ask 
unanimous  consent  that  as  to  the 
quorum  which  I  am  about  to  make  a 
point  of  order  with  respect  to  the  lack 
thereof  the  time  charged  be  equally 
divided  between  both  sides.  But  I  have 
not  yet  made  that  suggestion. 

Mr.  President,  I  shall  not  suggest 
the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
Senator  from  Illinois. 

Mr.  DIXON.  Mr.  President.  I  ask 
unanimous  consent  to  speak  as  if  in 
morning  business. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered.  The 
Senator  from  Illinois  is  recognized. 


SUPPORT  OF  THE  SMALL  BUSI- 
NESS INNOVATION  RESEARCH 
PROGRAM  EXTENSION 

Mr.  DIXON.  Mr.  President,  I  rise 
today  in  support  of  legislation  which 
provides  continuation  of  the  Small 
Business  Innovation  Research  Pro- 
gram through  fiscal  year  1993. 

This  program  is  strongly  supported 
by  the  small  business  community, 
which  is  confident  of  its  ability  to 
make  a  major  contribution  to  the  Na- 
tion's $50  billion  research  and  develop- 
ment effort. 

Small  businesses  constitute  99  per- 
cent of  all  business  establishments  in 
this  coimtry;  employ  the  majority  of 
our  Nation's  work  force;  generate 
about  45  percent  of  the  gross  national 
product;  and  are  acknowledged  as 
leading  innovators. 

However,  prior  to  enactment  of  this 
act  in  1982,  small  business  was  virtual- 
ly shut  out  from  Federal  research  and 
development  efforts.  This  statement  is 
supported  by  facts  which  reflect  that, 
prior  to  1982,  small  business  received 
only  2.5  to  3  percent  of  the  total  Fed- 
eral research  and  development  budget. 
Moreover,  regretably,  that  share  was 
steadily  declining. 

Four  years  later,  it  appears  that  our 
reliance  on  the  program  has  been  to- 
tally justified.  There  are  early  indica- 
tions that  the  Small  Business  Innova- 
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tion Research  Program  has  stopped 
the  steady  decline  of  the  percentage  of 
the  Federal  research  and  development 
budget  received  by  small  business. 
Happily,  we  are  beginning  to  see  a  re- 
verse to  that  trend. 

This  program  has  served  to  convince 
Government  procurement  officials 
that  small  firms  can  perform  effective- 
ly in  the  research  and  development 
arena.  Their  product  is  not  only  of 
high  quality  but  also  is  equal  in  every 
respect  to  that  of  those  companies 
who  have,  traditionally,  received  these 
contracts. 

Mr.  President,  I  thank  you  for  my 
time  and  suggest— or  may  I  yield  to 
the  minority  leader. 

Mr.  BYRD.  Mr.  President,  was  the 
distinguished  Senator  about  to  make  a 
point  of  order  that  a  quorvim  was  not 
present? 

Mr.  DIXON.  I  was  going  to  do  that. 

Mr.  BYRD.  Mr.  President,  I  ask 
unanimous  consent  that  the  time  be 
charged  equally  against  both  sides. 

The  PRESIDING  OFFICER.  With- 
out objection,  the  time  consumed 
during  the  quorum  call  will  be  equally 
divided. 

Mr.  DIXON.  I  thank  the  leader. 

Mr.  President,  I  suggest  the  absence 
of  a  quorum  under  the  time  limitation 

o  QXP6IT16rit  > 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

D  1140 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER  (Mr. 
D'Amato).  Without  objection,  it  is  so 
ordered. 


OMNIBUS  BUDGET 
RECONCILIATION  ACT,  1987 

The  Senate  continued  with  consider- 
ation of  the  bill  (S.  2706). 

D  1150 

Mr.  CHILES.  Mr.  President,  we  are 
about  36  hours  away  from  a  possible 
vote  on  a  sequester  resolution.  The 
only  way  we  can  avoid  it  is  to  make 
some  additional  budget  cuts  on  our 
own. 

The  reconciliation  bill  now  before 
the  Senate  is  our  only  chance  to  get 
around  a  sequester.  But  this  bill  con- 
tains just  3.7  billion  dollars'  worth  of 
savings.  That  is  like  trying  to  deflect  a 
hurricane  with  a  stop  sign. 

Right  now.  people  from  both  the 
House  and  Senate  are  trying  to  work 
out  a  package  that  provides  $14  billion 
to  $15  billion  or  $15.5  billion  in  cuts. 

If  we  can  agree  on  that  package,  and 
if  Congress  approves  it,  then  we  will 
not  have  to  pass  a  sequester. 

But  even  with  the  additional  cuts, 
we  have  to  be  very  clear  on  one  point. 


Even  that  package  will  not  get  us 
down  to  the  Gramm-Rudman-HoUings 
target  of  $144  billion  for  this  year.  All 
it  will  do  is  get  us  within  hopefully  $10 
billion  of  that  target.  And,  under  the 
law,  that  is  one  of  the  loopholes  that 
lets  us  off  the  sequester  hook. 

So.  in  a  sense,  the  reconciliation  bill 
is  the  equivalent  of  punting  on  third 
down  inside  the  opponents  10-yard 
line. 

A  deficit  of  under  $154  billion  means 
we  missed  the  target  by  $10  billion. 
That  is  $10  billion  more  we  will  have 
to  cut  next  year.  That  is  $10  billion 
that  could  become  even  larger  if  the 
economic  assumptions  prove  to  be  too 
optimistic.  That  is  $10  billion  on  top  of 
a  deficit  that  could  grow  by  as  much 
as  another  $22  billion  next  year  when 
tax  reform  produces  a  revenue  short- 
fall. 

Mr.  President,  most  of  the  spending 
changes  we  have  talked  about  are  not 
permanent,  structural  changes;  they 
are  one-shot  savings  that  leave  the 
deficit  hole  just  as  deep  as  last  year. 
Gramm-Rudman-Hollings  says  next 
year's  deficit  should  be  $108  billion. 
But  at  the  current  rate,  I  am  afraid  it 
will  be  more  like  $180  billion.  In  other 
words,  not  one-zero-eight,  but  one- 
eight-zero. 

The  Gramm-Rudman-Hollings  law  is 
a  5-year  plan.  It  sets  annual  targets 
for  cutting  the  deficit.  If  we  do  not  do 
the  job  this  year,  and  each  year  there- 
after, we  are  just  heaping  debt  on  the 
generations  to  follow. 

I  know  the  job  has  not  gotten  any 
easier  in  the  year  since  we  p&ssed 
Gramm-Rudman-Hollings.  The  law 
was  passed  before  last  year's  record 
trade  deficit  became  this  year's  record- 
breaking  trade  deficit.  It  was  passed 
before  the  economy  went  soft.  It  was 
passed  before  we  had  tax  reform  to 
consider. 

But  like  it  or  not,  that  is  the  way  it 
is. 

And  that  is  why  I  am  convinced  we 
need  to  pass  a  strong  reconciliation 
package.  If  we  do  not  pass  a  much 
tougher  reconciliation,  cannot  agree 
on  a  sequester  and  go  home  with  $170 
billion  deficit,  I  am  pretty  sure  a  siza- 
ble niunber  of  us  will  stay  there. 

Mr.  President,  when  the  House  and 
Senate  met  last  week  on  the  Tempo- 
rary Joint  Committee  on  Deficit  Re- 
duction, we  heard  the  Director  of  the 
Office  of  Management  and  Budget  say 
the  President  would  allow  no  more 
cuts  in  military  spending.  We  heard 
him  say  the  President  would  tolerate 
no  additional  revenues  to  help  in  the 
deficit  battle.  He  said  take  it  all  out  of 
domestic  spending. 

Well,  Mr.  President,  Senator  Domen- 
ici  and  I  offered  the  Senate  that  very 
same  offer  last  spring.  I  think  you  will 
remember  how  many  votes  it  got.  Just 
14  votes. 

I  want  to  take  a  minute  to  point  out 
something  to  the  Senate.  This  spring. 


Senator  Dohenici  and  I  proposed  a 
budget  and  the  Senate  passed  it  70  to 
25.  It  included  additional  revenues  to 
cut  the  deficit.  That  was  a  strong  bi- 
partisan vote  including  a  majority  of 
Republicans  and  a  majority  of  Demo- 
crats overwhelmingly  supported  that. 
That  is  convincing  evidence  that  we 
had  to  do  everything  possible  to  cut 
the  deficit.  The  Senate  passed  resolu- 
tion had  that  become  the  law,  Mr. 
President,  today  we  would  not  be  look- 
ing for  $19  billion  or  $15  billion  to  get 
these  sequester  cuts.  We  would  be 
looking  for  just  $2  billion. 

Mr.  President,  when  we  brought  the 
Domenici-Chiles  proposal  to  the  floor, 
it  contained  some  $19  billion  in  reve- 
nues. If  we  had  kept  them  in.  we 
would  not  be  here  now.  But  more  than 
$5  billion  was  removed  on  the  floor. 
Even  if  we  had  approved  what  was 
left,  we  would  still  be  at  $151  billion, 
well  within  the  statutory  cushion,  and 
we  would  not  be  facing  a  possible  se- 
quester. 

But  that  is  history.  Now  we  have  to 
come  up  with  more  cuts  In  reconcilia- 
tion, or  vote  on  sequester. 

We  are  in  a  position  now  where  the 
advice  of  an  old  Florida  farmer  comes 
into  play.  That  farmer  used  to  tell 
people,  "if  you  want  anything  and 
can't  find  it,  just  come  to  me  and  I'll 
tell  you  how  to  get  along  without." 

I  wish  that  farmer  were  here  right 
now,  because  we  are  going  to  have  to 
get  along  without  a  lot  of  things  to 
produce  an  effective  reconciliation 
package. 

So  what  we  have  is  a  set  of  choices 
to  make.  We  can  pass  this  reconcilia- 
tion plus  an  extra  $10  billion  of  deficit 
reduction,  avoid  sequester,  and  still 
miss  the  target  by  a  little  under  $10 
billion. 

Or  we  could  turn  our  backs  on  recon- 
ciliation and  face  a  vote  on  sequester. 
If  we  approve  the  sequester,  we  will 
reach  the  $144  billion  target,  but  we 
will  do  it  by  shaving  all  spending,  the 
good  with  the  bad,  more  than  9  per- 
cent from  domestic  spending  and 
about  7  percent  from  defense  spend- 
ing. 

Or  finally,  we  could  turn  our  backs 
on  both  reconciliation  and  sequester, 
and  end  up  with  a  deficit  of  well  over 
$170  billion.  Then  we  will  simply  be  re- 
ducing the  standard  of  living  of  our 
children  and  grandchildren  when  the 
bill  comes  due  on  that  debt. 

Those  are  the  three  choices.  If  you 
think  we  can  just  keep  nudging  the 
problem  over  into  next  year,  then  next 
year's  going  to  be  a  real  bloodletting. 
If  you  think  we  can  ignore  the  prob- 
lem altogether,  then  next  year  will  be 
even  worse. 

There  simply  is  not  enough  in  the 
pending  reconciliation  package  to  do 
any  good.  We  have  to  find  more  sav- 
ings, and,  as  I  said,  Mr.  President,  we 
have  about  36  hours  to  do  that  in. 
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SIXTH  OMNIBUS  BUDGET 
RECONCILIATION  ACT.  1986 

Mr.  DOMENICI.  Mr.  President,  the 
time  is  growing  short.  The  new  budget 
year  begins  2  weeks  from  today  and 
our  fiscal  house  is  still  not  in  order. 
Last  night  we  began  action  on  the  im- 
plementing legislation  for  next  year's 
budget,  which  the  Congress  adopted 
last  June.  And  this  debate  begins  with 
the  very  real  threat  that,  if  we  fail  to 
do  our  job.  the  sequester  process  in 
Gramm-Rudman-HoUings  will  do  our 
job  for  us. 

I  do  not  want  to  take  very  much  of 
my  colleagues  time.  But.  I  do  think 
that  it  might  be  helpful  to  review  the 
present  situation  and  just  how  we  got 
here. 

As  almost  everyone  knows,  the  Con- 
gressional Budget  Office  and  the 
Office  of  Management  and  Budget 
issued  a  joint  report,  as  required  under 
Gramm-Rudman-Hollings,  which  pro- 
jects the  fiscal  year  1987  deficit  under 
current  economic  and  technical  condi- 
tions and  based  on  laws  now  in  place. 
The  average  of  the  individual  CBO 
and  OMB  deficit  estimates  is  $163.4 
billion— or  $9.4  billion  over  the  deficit 
point— $154  billion— at  which  a  seques- 
ter is  required  under  Gramm-Rudman- 
HoUlngs. 

Indeed,  the  Congress  has  received 
the  CBO-OMB  report  which  identifies 
the  amount  by  which  the  current  defi- 
cit estimate  exceeds  the  $144  billion 
maximum  deficit  target  in  law  and 
outlines  how  the  across-the-board  cuts 
required  by  law  are  to  be  distributed— 
5.6  percent  for  defense  programs  and 
7.6  percent  for  all  nondefense  pro- 
grams included  in  the  sequester  base. 
Last  Friday,  the  Temporary  Joint 
Committee,  which  includes  the  com- 
bined memberships  of  both  the  House 
and  Senate  Budget  Committees,  re- 
ported a  resolution  affirming  the 
CBO-OMB  report.  The  Senate  now 
faces  a  vote  affirming  these  cuts,  as 
early  as  tomorrow  night. 

Now.  there  may  be  some  who  will 
say  that  the  reason  we  find  ourselves 
in  this  unenviable  position  is  a  failure 
of  the  regular  budget  process.  To  the 
contrary,  if  we  had  bound  ourselves  to 
implementing  the  policies  we  agreed 
to  in  the  budget  resolution  and  had 
finished  our  work  in  a  timely  manner, 
we  would  not  find  ourselves  here 
today. 

We  began  deliberations  on  the  fiscal 
year  1987  budget  back  in  February  of 
this  year.  At  that  time  the  Congres- 
sional Budget  Office  estimated  that 
the  deficit  for  the  upcoming  fiscal 
year  would  total  $183  billion.  The 
Gramm-Rudman-Hollings  target  for 
the  year,  of  course,  is  $144  billion.  We 
needed  to  find  $38  billion  in  deficit  re- 
duction to  avoid  a  potential  fall  se- 
quester. 

The  Budget  Committee  went  to 
work.  In  mid-March  we  reported  a 
budget     resolution     that     met     the 


Gramm-Rudman-Hollings  targets,  pro- 
vided a  2.8-percent  growth  in  defense 
budget  authority,  reduced  nondefense 
spending  by  over  $15  billion,  and  pro- 
posed increased  revenues  of  about  $13 
billion  over  the  President's  request. 
That  resolution  also  significantly  rec- 
onciled the  spending  and  revenue  as- 
sumptions. 

Mr.  President,  I  stand  before  this 
Chamber  today  to  tell  those  who  are 
listening  that,  had  Congress  followed 
through  with  the  reported  resolution, 
we  would  not  be  facing  a  potential  se- 
quester on  October  1  and,  equally  as 
important,  our  job  to  meet  the  out- 
year  targets  would  be  significantly  less 
difficult. 

Let  me  go  on.  The  full  Senate  took 
up  the  committee's  reported  resolu- 
tion and,  again,  passed  a  blueprint 
that  met  the  Gramm-Rudman-Hol- 
lings target,  increased  revenues  by 
about  $8  billion  over  the  President's 
request,  and  further  reduced  nonde- 
fense spending  by  $21  billion.  Much  of 
the  savings  in  that  resolution  was  rec- 
onciled, and,  again,  had  that  Senate- 
passed  resolution  been  fully  imple- 
mented we  would  not  be  facing  the  Oc- 
tober sequester  here  tonight. 

When  we  went  to  conference  the  sit- 
uation rapidly  deteriorated.  After 
almost  4  weeks  of  protracted  negotia- 
tion, it  became  evident  that,  while  the 
budget  agreement  totaled  about  $30 
billion  in  new  deficit  savings— in  addi- 
tion to  the  $9.4  billion  already 
achieved  in  COBRA— we  could  get  a 
commitment  to  reconcile  no  more 
than  $9.2  billion.  This  means  that  we 
failed  to  get  a  substantial  commitment 
to  the  process  by  which  much  of  these 
savings  would  be  achieved. 

It  is  clear  that  if  we  had  moved  for- 
ward with  a  reconciliation  bill  that 
achieved  the  full  amount  of  the  direct 
spending  savings  and  revenue  in- 
creases agreed  to  in  the  budget,  we 
would  not  today  face  this  prospect  of  a 
sequester.  Instead,  we  are  tonight  for 
the  first  time  addressing  the  reconcili- 
ation bill  for  next  year.  This  bill  con- 
tains $3.7  billion  in  savings  by  CBO  es- 
timates and  only  $3.1  billion  according 
to  OMB.  This  bill  falls  far  short  of  the 
$9.4  billion  average  in  the  CBO-OMB 
estimates,  and  even  farther  short  of 
the  amount  we  are  likely  to  need  when 
the  final  estimates  are  made  in  Octo- 
ber. 

Let  me  explain.  The  joint  CBO- 
OMB  report  shows  that  we  are  now,  at 
this  moment,  $9.4  billion  over  the  $154 
billion  sequester  threshold.  However, 
we  have  not  passed  any  full  year  ap- 
propriations bills,  nor  have  we  ac- 
counted for  other  legislation  which 
might  add  to  the  current  CBO-OMB 
estimates. 

These  estimates  are  based,  as  I  indi- 
cated earlier  in  my  remarks,  on  laws 
now  in  place.  This  means  that  these 
deficit  estimates  are  based  on  fiscal 


year  1986  appropriated  budget  author- 
ity levels. 

Moreover,  these  estimates  do  not  in- 
clude legislation  currently  pending  in 
both  Houses  to  provide  that  Social  Se- 
curity COLA'S  are  paid  no  matter 
what  the  actual  inflation  rate  is  in- 
stead of  the  3-percent  threshold  in 
current  law.  One  other  large  area  is 
CCC  deficiency  pajTnents.  CBO  as- 
sumes these  payments  will  be  acceler- 
ated from  fiscal  year  1988  to  fiscal 
year  1987  as  they  were  this  year.  OMB 
makes  no  such  assumption.  To  be  pru- 
dent, we  should  anticipate  that  these 
payments  will  be  made  whether  by  leg- 
islation during  this  session  or  by  ad- 
ministrative action. 

I  would  like  to  introduce  into  the 
Record  at  this  point,  Mr.  President,  a 
table  which  shows  the  effect  of  this 
legislation  on  the  CBO-OMB  deficit 
estimates.  As  this  table  shows,  enact- 
ment of  full  year  appropriations  bills 
consistent  with  the  302(b)  allocations 
in  the  budget  resolution  could  add 
about  $1.7  billion  or  more  to  the 
Gramm-Rudman-Hollings  deficit  base. 
Let  me  emphasize  that  these  appro- 
priations bills  add  money  mainly  be- 
cause they  are  being  costed  against 
this  year's  appropriations  base  and  not 
because  of  any  oversight  or  fiscal  dis- 
regard on  the  part  of  the  Appropria- 
tions Committee.  Indeed,  this  small  in- 
crease for  all  appropriations  action 
above  this  year's  level  reflects  the  real 
degree  of  restraint  that  the  Appropria- 
tions Committee  has  had  to  face. 

This  table  also  shows  that  another 
$1.7  billion  would  have  to  be  added  to 
OMB's  estimates  if  the  regular  appro- 
priations bills  are  enacted  because 
OMB  estimates  of  appropriated  enti- 
tlements are  based  on  the  fiscal  year 
1986  levels,  rather  than  the  current 
law  level. 

An  additional  $4.3  billion  should  also 
be  added  to  the  OMB  level  for  the  ac- 
celeration in  advanced  deficiency  pay- 
ments which,  at  this  point,  they  do  not 
assume  will  happen.  And  finally.  $800 
million  needs  to  be  added  to  the  CBO 
figures  to  account  for  the  enactment 
of  the  Social  Security  COLA  legisla- 
tion—which will  surely  come. 

The  bottom  line  is  that  $9.4  billion 
will  not  do  the  job.  We  need  to  develop 
a  package  that  totals  at  least  $14.5  bil- 
lion and  we  have  only  $3.7  billion  in 
the  current  reported  version.  This  will 
not  be  an  easy  task  and  the  rules  re- 
garding debate  on  reconciliation  do 
not  make  it  any  easier.  Indeed.  Sena- 
tor Chiles  and  I  are  attempting  to 
come  up  with  a  process  whereby  the 
Senate  can  work  its  will  to  meet  this 
goal  and  yet  not  violate  the  spirit  of 
the  rules  and  limitations  that  apply  to 
reconciliation  legislation. 

In  conclusion,  let  me  say  that  I  do 
not  share  the  pessimism  of  many  that 
suggests  the  Senate,  and  ultimately 
the  Congress,  will  fail  to  meet  its  obli- 
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gations   under   the   Gramm-Rudman-  ian  production  actually  declined  in  the  D  1350 

HoUings  law.  Already,  we  have  seen  a  second  quarter.  jj^^    DOLE    Mr    President     I    ask 
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back  and  look  for  more  savings  on  the  our  sluggish  growth,  one  thing  stands  the  quorum  call  be  rescinded. 
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Farm  deficiency  payments +4.3  ing  us  that  the  decline  in  the  dollar  am  going  to  ask  in  a  moment,  or  ask 

Appropriations:  would   bring   dramatic   relief   to   our  now.  unanimous  consent  that  we  turn 

Appropriated  entitlements +1.7  trade  deficit.   Imports  might   rise   in  to  the  Calendar  870,  the  budget  waiver 

^Appropriations  at  Senate  levels...     +L7  price  but  their  real  volume  would  be  to  accompany  the  highway  bill. 

Legislation  adding  to  deficit-  reduced  and  our  exports  would  rise.  In  I  assume  there  are  going  to  be  reser- 

COLA +0.8  fact,  well  over  a  year  after  the  dollar  vations  or  outright  objections. 

Farm  deficiency  payments began   its   decline   in  February   1985,  But  I  would  propose  that  we  take  an 

Appropriations:  neither  of  those  trends  has  appeared,  hour  off  of  our  side  on  the  reconcilia- 

Appropriated  entitlements Qur  import  volume  continues  to  soar  tion  bill  so  that  Members  who  have  an 

Appropriations  at  Senate  levels...     +1.7  ^^^   ^^          ^^j^^^^   ^^^   j^^^^j^^  interest  could  discuss  their  problems 

SSmb  SctXr  1  Sc^sn^^^^  south.  with  the  particular  provisions  of  the 

?S,t^.  ...°!!^. ......!.!!...  ..    168.5  As  long  as  the  growth  in  the  U.S.  highway  bill.  Maybe  we  could  reach 

Deficit  needed  to  avoid  sequester 154.0  market  continues  to  be  supplied  pri-  some  agreement. 

Deficit  reduction  needed 14.5  marily  by  increased  imports  and  dis-  So  I  would  suggest  that  perhaps  I 

^^— ^—  placed  exports,  we  will  have  little  or  make  the  request  and  someone  reserve 

RECESS  UNTIL  1:30  P.M.  no  growth.  We  will  enjoy  an  overall  the  ^^f^tU)  object. 

.,      „^ „.„    .,      T>_    -J     *      *  economic     turnaround     only     when  i  win  asK  unanimous  consent  mat 

Mr.  COCHRAN.  Mr.  President,  at  progress  on  the  trade  front  occurs.  *e  have  an  hour  off  of  our  time  on 

the  request  of  the  majority  leader  I  ^    «   ^.jj  ^^          ^^^^^  ^j^j^  adminis-  this  side  on  the  reconciliation  bill  to 

^k     unanmious    consent     that     the  tration  recognizes  the  crisis  in  trade-a  discuss  various  reservations  Members 

Senate  now  stand  in  recess  until  1:30  „  .^.    „tt„iKr.toKi^  ir,  .,o^f  t^  tu^  iq/«v  have. 

p.m.  with  the  time  between  now  and  '"?  ,t,  "?"^f,L!,i"  ^^'^^  Mr.  BENTSEN.  Mr.  President,  I  re- 

1:30  p.m.  to  be  charged  equally  against  °^  *  realistic  traae  poiicy-ana  lases  ^^^^  ^^^  ^^^^^  ^^  object.  If  I  may  state 

the  resolution.  appropriate  action.  as  the  ranking  member  on  the  Envi- 

There  being  no  objection,  the  Senate  The     administration  s     lauea     ap-  ^onmental  and  Public  Works  Commit- 

at  11:59  a.m..  recessed  until  1:30  p.m.;  Proach  to  trade  is  not  workmg  and  too  ^^^  j  j^^p^  ^^^y  ^^^^j^  ^^  ^^  resolve 

whereupon,   the   Senate   reassembled  many  Americans  are  not  working  as  a  ^^^^^^  differences  and  then  be  able  to 

when  called  to  order  by  the  Presiding  result.  Today's  GNP  figures  demon-  ^^^  ^^  ^^^^^  ^j^g  highway  bill. 

Officer  [Mr.  Mattingly].  strate  once  again  that  the  administra-  j  ^j^^^jj^  jj  jg  critical  that  we  get  it 

^  ,„„  tion's  failure  to  cope  with  the  trade  passed.  The  authorization  is  expiring. 

LJ  "*"  crisis  is  hurting  the  total  economy,  not  ^^  addressed  it  this  morning  in  the 

Mr.   BYRD.   Mr.    President,    I   ask  just  isolated  sectors  and  regions.  Finance   Committee,   as  the  Senator 

unanimous  consent  that  I  may  proceed  „  knows,  and  took  care  of  the  text  part 

as   in   morning   business   for   not   to  „„,,„  „„^^„^  of  it.  so  we  have  that  all  together  to 

exceed  5  minutes  and  that  I  may  speak  OMNIBUS  BUDGET  ^^^^  ^^ 

therein.  RECONCILIATION  ACT.  1987  j  ^^^^  ^.j^g  jjouse  shares  our  anxiety 

The     PRESIDING     OFFICER.     Is  ^he  Senate  continued  with  the  con-  in  that  regard, 

there  objection?  Without  objection,  it  sideration  of  the  bill.  So.  obviously  we  have  to  clear  it  with 

is  so  ordered.  ^r.  SPECTER.  Mr.  President,  I  ask  the  minority  leader  in  that  regard.  But 

^— ^^^—  unanimous  consent.  I  may  suggest  the  I  am  hopeful  we  can  get  sin  answer  on 

THE  CONTINUING  TRADE  CRISIS  absence  of  a  quorum  and  that  the  time  that  very  quickly  on  our  side. 

«/r     DVTJT-.  lur^  i>,»e.,io«t   tho  oorr,  bc  equally  charged  on  the  reconcilia-  Mr.  DOLE.  The  Senator  has  no  ob- 

,„^^.  ni5.?;tII^nrannouncS  toSav  tion  bill,  which  is  presently  before  the  jection  to  maybe  some  of  the  princi- 

merce  Department  announced  today  j^  discussing  their  concerns. 

'STtt'leZT^.SrterZ'ZsT.r.  The     PRESIDING^  OFFICER.     Is  Mr.  BENTSEN.  None  whatsoever. 

It  has  come  up  with  the  same  dismal  there  objection?  Without  objection,  it                         . 

growth  rate  of  0.6  percent  that  it  esti-  >^  P?  °S^£,!,%p^  ^.  president  I  suk-  BUDGET  ACT  WAIVER  ON 

mated  last  month.  Measured  in  terms  Mr.  SPECTER.  Mr.  President,  i  sug  HIGHWAY  BILL 

of  constant  1982  dollars,  our  Nation's  gest  the  absence  of  a  quorum.  m^nw 

outpuT  rose  only  $5.5  billion  during  The   PRESIDING   OFFICER.   The  Mr.  DOLE.   Mr.  President,  let  me 

the  second  quarter.  If  the  $10.6  billion  clerk  will  call  the  roll.  make  the  request  and  I  ask  unajumous 

increase  in  national  defense  purchases  The  bill  clerk  proceeded  to  call  the  consent  that  the  Senat^e  now  turn  to 

is  excluded,  one  will  find  that  our  civil-  roll.  the  consideration  of  Calendar  No.  870. 
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S.  Res.  459.  the  budget  waiver  to  ac- 
company the  highway  bill. 

I  ask  also  at  this  time,  is  there  reser- 
vation. 

The  PRESroiNG  OFFICER.  Is 
there  objection  to  the  request  of  the 
Senator  from  Kansas? 

Mr.  DIXON.  I  object. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

Mr.  DIXON.  Mr.  President.  I  reserve 
the  right  to  object. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

The  Senator  from  Illinois  reserves 
the  right  to  object. 

Mr.  DOLE.  If  the  Senator  will  yield 
right  there,  I  ask  unanimous  consent 
at  this  time  there  be  an  hour  allotted 
to  discuss  the  various  reservations 
Members  have  and  at  the  end  of  that 
time,  they  can  just  object. 

Mr.  DIXON.  Reserving  the  right  to 
object,  Mr.  President,  if  the  majority 
leader  will  yield,  may  I  have  the  atten- 
tion of  the  majority  leader?  If  all  the 
majority  leader  is  asking  unanimous 
consent  for  is  1  hour  off  the  reconcili- 
ation bill  on  that  side  to  discuss  the 
question  of  taking  up  this  bill,  I  do  not 
have  any  problem  with  that.  But  if  the 
majority  leader  is  asking  that  we  do 
set  aside  the  reconciliation  bill  to  take 
up  this  bill,  I  object  to  that. 

I  do  not  have  any  problem  about  dis- 
cussing it.  But  we  have  difficulty 
about  taking  up  that  bill  unless  we  can 
have  an  understanding  about  some 
things  that  would  not  be  considered  in 
connection  with  that  legislation,  may  I 
say. 

D  1400 

Mr.  DOLE.  The  Senator  is  correct. 
All  I  am  suggesting  is  we  take  an  hour 
off  of  reconciliation— we  are  still  on 
reconciliation— and  that  we  have  dis- 
cussion on  the  Senate  floor  by  people 
who  have  different  points  of  view  on 
the  highway  bill.  This  might  help  us 
to  resolve  those.  But  we  would  not  be 
moving  to  the  highway  bill. 

Mr.  DIXON.  I  have  no  objection  to 
that  procedure,  Mr.  President. 

The  PRESIDING  OFFICER.  Is 
there  any  objection?  Without  objec- 
tion, it  is  so  ordered. 

Does  the  Senator  from  Illinois  seek 
recognition  imder  his  reservation  to 
object? 

Mr.  DIXON.  I  do,  Mr.  President. 

The  PRESIDING  OFFICER.  The 
Senator  from  Illinois  is  recognized. 

Mr.  DIXON.  Mr.  President,  I  see 
other  colleagues  of  mine— the  distin- 
guished Senator  from  New  York,  Sen- 
ator D'AifATo;  my  colleague  from  Illi- 
nois, Senator  Simon;  my  colleague 
from  New  Jersey,  Senator  Lauten- 
BKRC— and  I  understand  there  are  a 
number  of  other  Senators  who  would 
come  to  the  floor  immediately,  includ- 
ing the  distinguished  Senator  from 
Pennsylvania,  Senator  Specter,  who 
had  been  here  earlier,  and  others,  con- 


cerning something  we  understand 
would  be  contemplated  by  the  distin- 
guished manager  and  the  distin- 
guished ranking  member  and  others 
from  the  committee  in  connection 
with  this  bill. 

We  are  told,  quite  candidly,  Mr. 
President,  that  should  this  bill  come 
up  for  consideration  on  Calendar  870, 
the  highway  bill,  that  it  would  be  the 
intention  of  the  managers  of  the  bill 
and  others  on  that  committee  to  at- 
tempt to  place  in  the  bill  a  limitation 
of  85  percent  on  the  use  of  the  transit 
money  in  connection  with  the  mass 
transit  account,  which  would  adversely 
impact,  of  course,  Mr.  President,  the 
major  States,  the  large  States  of  the 
country  with  major  transit  systems. 

Frankly,  if  our  colleagues  want  to 
get  into  that  sometime,  at  an  appropri- 
ate time  after  we  are  prepared  to  do 
so,  some  of  us  from  the  States  that 
would  be  adversely  affected  would 
want  to  introduce  another  amendment 
to  be  considered  at  that  time  putting  a 
$1.50  limitation  on  the  amount  of 
highway  funds  any  State  could  use, 
which  would  adversely  impact  some  of 
the  States  who  are  represented  by  the 
managers  and  who  profit  to  a  very 
substantial  extent  from  the  use  of 
highway  fimds. 

We  would  like  to  avoid  all  of  that 
quarrel  between  all  of  us,  Mr.  Presi- 
dent. There  is  not  time  left  in  the 
number  of  days  left  in  this  session  to 
go  into  that. 

We  have  no  problem  with  taking  up 
the  highway  bill.  As  a  matter  of  fact— 
I  am  only  speaking  for  this  Senator 
from  Illinois— I  do  not  have  any  prob- 
lem with  discussing  the  55-mile-per- 
hour  speed  limit,  if  some  of  my  col- 
leagues want  to  bring  that  up.  I  may 
not  support  increasing  it,  of  course, 
but  I  would  have  no  problem  with  a  le- 
gitimate debate  and  a  reasonable  time 
limit  and  a  vote  on  that  kind  of  ques- 
tion. I  have  no  problem  with  the  high- 
way bill  itself. 

But  a  number  of  us  have  a  great  deal 
of  trouble  and  serious  reservations 
about  taking  up  this  legislation  unless 
we  have  an  understanding  from  the 
managers  that  there  will  not  be  an  at- 
tempt made  by  the  managers,  or 
others  associated  with  them,  to  offer 
such  an  amendment  concerning  an  85- 
percent  limitation.  We  would  have  a 
great  deal  of  difficulty  with  that. 

Frankly,  should  that  be  the  case, 
then  at  the  appropriate  time,  this  Sen- 
ator would  have  to  object. 

I  would  like  to  read  very  briefly  a 
letter,  Mr.  President,  which  I  think 
would  express  the  point  of  view  of  my 
distinguished  colleague  and  friend,  the 
distinguished  Senator  from  New  York. 
Senator  D'Abcato;  my  distinguished 
colleague  and  friend,  the  Senator  from 
New  Jersey,  Senator  Lautenberg;  and 
my  warm  friend  and  colleague  from  Il- 
linois, Senator  Sihon;  and  others.  It  is 
a  letter  we  sent  out  to  our  colleagues. 


Mr.  President,  on  September  15.  If  I 
may  indulge  our  colleagues  so  that  our 
full  point  of  view  is  made  clear.  We 
have  on  this  letter.  I  might  say,  the 
Senator  from  Illinois,  from  New 
Jersey,  from  Massachusetts,  from 
Maryland;  I  see  a  Senator  from  Geor- 
gia, from  California,  Pennsylvania, 
and  others. 

September  15,  1986. 

Dear  Coixeagde:  During  consideration  of 
S.  2405.  the  Federal-aid  Highway  Act  of 
1986,"  an  amendment  may  be  offered  by 
Senator  Symms  to  guarantee  each  State  a 
minimum  85  percent  return  on  user  fees 
paid  into  the  Mass  Transit  Account. 

We  strongly  oppose  this  amendment.  It  ef- 
fectively destroys  the  section  3  discretionary 
grant  program.  It  amounts  to  another  major 
cut  in  federal  support  for  transit,  even 
though  transit  spending  has  already  suf- 
fered major  cutbacks.  It  is  grossly  unfair 
and  inequitable. 

The  amendment  is,  in  essence,  nothing 
more  than  an  attempt  to  permit  States  with 
little  or  not  transit  service  to  raid  the  Mass 
Transit  Account  for  highway  purposes.  It  is 
a  raid  that  the  transit  program  simply 
cannot  afford.  The  fiscal  year  1987  Senate- 
reported  DOT  Appropriations  bill  limits 
transit  spending  to  roughly  $3.4  billion,  $1.2 
billion  below  the  fiscal  year  1981  level. 

In  other  words,  Mr.  President,  in  the 
last  6  years,  transit  spending  in  this 
country  has  dropped  $1.2  billion,  went 
down  $1.2  billion. 

While  transit  was  falling  by  over  25  per- 
cent—despite the  enactment  of  legislation 
allocating  1  cent  of  the  Federal  gas  tax  to 
transit— highway  spending  was  increasing 
by  over  40  percent,  to  roughly  $13  billion 
projected  for  fiscal  year  1987. 

So,  if  I  may  depart  again  from  the 
text,  Mr.  President,  mass  transit  down 
$1.2  billion,  highway  spending  up  $13 
billion  in  the  same  period  of  time. 

It  is  true  that  most  of  the  section  3  discre- 
tionary grant  program  goes  to  the  states 
that  have  or  are  building  major  transit  sys- 
tems. However,  the  bulk  of  federal  transit 
spending  is  distributed  by  formula,  and 
every  state  receives  this  formula  assistance 
to  help  meet  its  transit  needs. 

Both  large  and  small  transit  systems  are 
increasingly  unable  to  meet  their  financing 
needs.  Maintenance  and  needed  improve- 
ments have  been  deferred.  Service  has  been 
cut.  Yet  the  Symms  amendment  would  cut 
discretionary  capital  funding  for  a  number 
of  major  transit  systems  by  up  to  70  percent 
or  more.  It  takes  away  w^l  over  $600  mil- 
lion from  these  systems  and  the  millions  of 
passengers  they  serve.  It  effectively  cuts  the 
Section  3  discretionary  grant  program  by 
more  than  60  percent. 

The  Symms  amendment  makes  these  deep 
cuts  based  on  the  argimient  that  many 
states  don't  get  their  fair  share  of  Mass 
Transit  Account  money.  However,  the  great 
majority  of  "winners"  under  the  Symms 
amendment  are  already  big  winners  out  of 
the  Highway  Trust  Fund.  Most  of  these 
states  were  allocated  over  $1.30  in  highway 
funds  for  every  dollar  they  contributed  to 
that  trust  fund  in  Fiscal  Year  1985;  15  of 
them  received  $1.75  or  more  for  every  dollar 
they  contributed. 

The  majority  of  the  "losing"  states,  on  the 
other  hand,  historically  have  received  less 
from  the  Highway  Trust  Fund  than  the  na- 
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tional average  compared  to  what  they  con- 
tribute. There  is  no  good  reason  for  these 
states  to  have  their  transit  programs  gutted 
in  order  to  provide  still  more  highway  funds 
to  states  that  are  already  big  "winners" 
under  the  Highway  Trust  Fund. 

We  intend  to  see  that  this  proposal,  if  of- 
fered, gets  the  kind  of  full  and  comprehen- 
sive review  that  will  allow  Senators  to  make 
an  informed  Judgment  of  its  true  merit.  We 
urge  our  colleagues  to  Join  us  opposing  this 
ill-conceived  amendment. 

If    you    need    any    further    information, 
please  contact  Ed  Rogers  of  Senator  Heinz's 
staff  at  4-6324  or  Bill  Mattea  of  Senator 
Dixon's  staff  at  4-2854. 
Sincerely, 
Alan  J.  Dixon,  John  Heinz.  Frank  R. 
Lautenberg,    Alfonse   D'Amato,    Paul 
Simon.  Paul  Sarbanes,  John  P.  Kerry, 
Sam  Nunn,  Pete  Wilson,  Arlen  Spec- 
ter. 
So,  Mr.  President,  in  conclusion,  let 
me  simply  make  this  remark,  which  I 
think  will  be  shared  by  other  col- 
leagues. I  see  my  distinguished  friend 
from  New  York  State  on  his  feet.  His 
eloquence  is  unsurpassed  in  this  body 
and  I  know  he  has  a  great  deal  to  say 
on  this  same  subject. 

But  the  point  we  want  to  make  is 
that  we  feel  very  strongly  that  the 
mass  transit  needs  of  our  States,  rep- 
resented here  by  those  who  will 
oppose  this  attempt,  has  already  been 
massively  injured  in  the  last  few  years 
by  the  sharp  reduction  in  expendi- 
tures of  $1.2  billion,  while  highway 
funds  have  increased  by  $13  billion; 
that  any  attempt  of  this  kind  is  well 
out  of  bounds  and  ought  not  to  be 
countenanced,  and  we  do  not  want  to 
undertake  this  in  this  short  session. 

D  1410 

There  may  be  another  time  and  an- 
other place  perhaps  in  the  next  ses- 
sion. 

Mr.  President,  when  there  is  plenty 
of  time  early  on  to  discuss  this  at 
length,  I  am  sure  my  colleagues  and  I 
would  be  happy  to  accommodate  our 
friends  on  the  conunittee  at  that  time. 
But  we  will  object  to  going  forward  at 
this  time. 

Mr.  SYMMS  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Idaho. 

Mr.  SYMMS.  Mr.  President,  I  re- 
spect and  admire  my  colleagues  here, 
and  my  distinguished  friend  from  Illi- 
nois. But  I  think  we  should  put  this  in 
a  proper  perspective.  We  are  talking 
about  a  $52  billion  highway  program. 
To  move  it  forward  so  we  can  have 
continuity  in  the  Federal  Aid  Highway 
Program  that  affects  all  50  States,  and 
to  make  the  comparison  of  what  the 
mass  transit  problems  are  in  Chicago, 
with  the  transits,  say,  of  getting 
people  through  the  State  of  North 
Dakota.  It  is  just  not  an  accurate  com- 
parison. 

I  just  say  to  my  good  friend,  he  is 
making  an  argument  here  that  is 
simply  comparing  apples  with  oranges. 
It  is  true  that  North  Dakota,  for  ex- 


ample, gets  back  more  dollars  in  high- 
way funds  than  they  put  into  the 
fund.  But  it  is  a  national  and  defense 
highway  system.  In  order  to  get  from 
one  end  of  the  State  to  the  other, 
there  has  to  be  a  highway  all  the  way 
through  it. 

We  are  talking  about  transit  prob- 
lems in  places  like  Chicago,  New  York 
City,  and  the  New  Jersey  area  that  my 
colleagues  here  on  the  floor  say  are 
more  localized  problems.  They  do  not 
fit  the  same  prescription  as  the  Na- 
tional Highway  Program.  We  should 
first  get  that  point  clear. 

Second,  we  will  bring  the  charts  over 
here  if  we  want  to  start  talking  about 
funding  and  dollars.  What  I  would  like 
to  appeal  to  him  is,  I  think  those  of  us 
in  this  committee— and  I  can  speak  for 
all  of  us  on  the  committee— have  no 
desire  to  in  any  way  have  an  amend- 
ment here  that  is  going  to  disrupt  the 
continuity  of  the  Federal  Aid  Highway 
Program. 

But  the  problem  that  the  Senator  is 
pointing  out,  those  States  who  get  the 
mass  transit  funds  are  getting  $2,  and 
$3  plus  back  for  what  they  are  putting 
in. 

So  I  urge  my  colleague  not  to  get 
into  the  argimient  about  hgw  poor 
ygur  State  is  doing  and  how  well  my 
State  is  doing  because  the  record 
shows  on  the  transit  chart  that  very 
few  States  and  big  cities  get  all  of  the 
transit  dollars.  There  are  some  38 
States  that  are  losers  on  the  1-cent  a 
gallon. 

In  1982,  when  President  Reagan  pro- 
vided the  leadership  to  pass  the  Sur- 
face Transportation  Act  of  1982,  he 
made  a  compromise.  The  compromise 
was  the  1-cent  a  gallon  that  carried 
with  it  a  half  a  percent  allocation  of 
the  total  fuinds  to  each  State  which  is 
true  for  our  funds  and  our  interstate 
funds.  That  is  the  way  it  passed  the 
Senate.  That  was  Igst  in  conference  in 
the  compromise  on  the  Surface  Trans- 
portation Act.  Yet,  with  that  1-cent 
compromise  carried  the  implication 
that  we  would  get  back  something  out 
of  those  dollars. 

In  my  State,  it  is  1  cent.  In  North 
Dakota  it  is  1  cent.  In  Illinois  it  is  1 
cent.  It  all  goes  into  the  mass  transit 
fund.  We  are  not  getting  back  any- 
thing substantial  in  our  States  on  that 
1  penny. 

That  is  the  issue.  It  is  a  fairness 
question.  If  we  want  to  have  a  Nation- 
al Interstate  Defense  Highway 
System,  where  we  all  cooperate  as  the 
50  sovereign  States,  we  have  to  have 
fairness  applied  to  this. 

I  would  appeal  to  my  colleagues.  We 
are  willing  to  work  this  out.  If  you 
look  at  the  formula  of  what  passed  in 
the  other  body  on  the  highway  dol- 
lars, the  States  like  Idaho,  like  North 
Dakota,  like  South  Dakota,  like  Ne- 
braska, like  Kansas,  they  would  lose 
dramatically  in  highway  fimds  if  we 
accept  the  House  formula. 


We  have  to  go  to  conference  with 
our  colleagues  in  the  other  body.  We 
have  to  work  out  some  kind  of  an 
agreement.  I  do  not  think  any  of  us  in 
the  Senate  Subcommittee  on  Trans- 
portation are  so  naive  and  so  inexperi- 
enced in  politics  to  think  that  we  are 
going  to  go  over  and  deal  with  our 
friends  Jim  Howari),  Btn>  Shuster, 
and  Glenn  Anderson  in  the  other 
body  and  come  back  with  the  full  85 
percent. 

We  would,  however,  not  be  able  to 
have  a  Federal  Aid  Highway  Program 
if  in  fact  we  had  to  take  the  House  for- 
mula on  the  highways,  because  then 
the  State  of  North  Dakota,  a  small 
State— and  I  might  say  a  State  that  is 
not  a  wealthy  State  right  now  due  to 
the  farm  economy,  has  himdreds  of 
miles  of  interstate  going  across  it,  and 
very  few  people  to  pay.  into  it— would 
not  even  be  able  to  raise  enough 
money  to  maintain  the  Interstate 
Highway  Program  if  we  had  to  accept 
the  formula  that  the  city.  State, 
urban,  and  House  of  Representatives 
comes  up  with. 

The  one  beauty  about  the  Highway 
Program  is  we  have  two  Senators  from 
each  State  to  help  protect  the  50 
States.  What  we  really  are  asking  for— 
is  fairness.  You  have  a  discretionary 
spending  program  with  respect  to  the 
mass  transit  fuinds  where  basically 
there  is  not  any  formula.  It  is  a  discre- 
tionary program.  So  most  of  the 
money  is  going  to  very,  very  few 
places. 

We  are  not  talking  about  massive 
cutbacks.  I  do  not  know  where  the 
Senators  get  their  numbers.  But  we 
will  bring  some  charts  over  to  point 
this  out  to  my  colleagues.  I  think  we 
are  willing  to  work  out  some  agree- 
ment. 

But  for  us  to  interfere  with  passing  a 
$52  billion  highway  program  would  be 
a  dramatic  mistake  for  the  country.  It 
would  be  bad  for  commerce.  It  would 
be  bad  for  people's  opportunities.  I 
would  appeal  to  my  colleagues  to  say 
what  other  things  do  the  taxpayers 
spend  their  money  on  that  they  actu- 
ally get  back  any  more  personal  mobil- 
ity, freedom,  if  you  will,  and  opportu- 
nity, because  of  their  ability  to  get  in 
their  automobile  and  travel  on  a  good 
road  system  than  they  get  from  their 
Federal  highway  dollars? 

I  think  it  would  be  a  mistake  if  we 
allowed  for  an  interference  here  over  a 
dispute  that  we  have  over  what  I  view 
as  fair  and  what  my  colleagues  view  as 
what  is  fair  over  the  mass  transit  1 
penny— to  interfere  with  that  over  the 
other  8  cents  that  people  are  paying 
that  needs  to  be  a  sustained  continued 
highway  program  without  work  stop- 
pages and  slowdowns. 

So  what  I  would  say  to  my  col- 
leagues, I  would  suggest  that  they 
might  consider  the  idea  that  we  set 
aside    temporarily,    any   amendments 
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dealing  with  the  mass  transit  system 
and  most  certainly  the  amendment 
that  the  Senator  is  suggesting  of  a 
$1.50  limitation  on  the  Highway  Pro- 
gram. That  is  totally  out  of  bounds 
with  the  intent  of  the  national  high- 
way program  and  system  because  we 
have  some  States  who  have  long  miles 
to  travel  over  very  rough  terrain. 

Mr.  DIXON.  WUl  my  colleague 
yield? 

My  colleague  talks  about  fairness 
and  talks  about  their  need  for  high- 
way funds  where  they  need  a  lot  more 
roads  because  they  are  big  States  that 
need  more  roads  but  do  not  mind 
taking  our  money  from  mass  transit 
when  we  are  the  few  States  with  the 
mass  transit  needs. 

What  I  have  said  to  my  friend  is 
since  1956.  for  30  years,  he  has  been 
getting  back  almost  2  bucks  for  every 
buck  he  sends  down  here  in  money  for 
his  highways  and  I  am  not  squawking 
about  that. 

Mr.  SYMMS.  That  is  the  only  way 
we  get  those  good  potatoes  to  your 
market. 

Mr.  DIXON.  How  is  that  fairness? 

Mr.  SYMMS.  The  way  it  is  fair  in 
this. 

Mr.  DIXON.  I  am  saying  the  Sena- 
tor wants  to  limit  us  to  85  percent. 
Then  why  does  he  not  limit  himself  to 
$1.50? 

Mr.  SYMMS.  We  are  not  limiting 
the  Senator  to  85  cents.  We  are  trying 
to  see  that  we  get  a  floor,  that  we  get 
something  back.  If  we  got  50  cents 
back  on  the  dollar,  we  would  not  be 
squawking  quite  so  much.  If  we  had 
done  it  the  way  it  passed  the  Senate 
originally,  we  would  be  getting  more 
back  than  we  are  talking  about  now. 
This  is  a  reduction.  If  we  applied  the 
old  half-a-cent  rule  that  is  still  in  the 
bill  with  respect  to  our  funds,  there 
would  be  a  lot  more  money  for  my 
State  and  like  the  State  of  the  Senator 
from  North  Dakota. 

The  Senator  and  I  have  made  a  com- 
promise by  suggesting  the  85-cent  min- 
imum. If  you  want  to  get  from  Chica- 
go to  Seattle,  you  have  to  pass 
through  several  States.  So  it  is  a  na- 
tional highway  system.  It  transits 
through  certain  States. 

Mr.  DIXON.  Would  my  friend  yield? 

Mr.  SYMMS.  It  is  more  of  a  local- 
ized problem.  We  are  still  helping  you. 
We  are  willing  to  pay  in  our  1  cent.  We 
want  to  get  something  back. 

Mr.  DIXON.  We  want  to  help  you 
too.  But  does  my  friend  yield  a 
moment? 

Mr.  SYMMS.  Sure. 

Mr.  DIXON.  Remember  when  we 
passed  the  nickel  tax  in  the  interstate 
highway  improvement  fund  a  couple 
of  years  ago?  This  Senator  was  very 
supportive  of  that  legislation  as  the 
Senator  knows.  As  a  matter  of  fact,  be- 
lieve it  or  not,  the  State  of  Illinois  had 
the  most  Members  of  the  Congress 
come.    Senators    and    people    in    the 


House,  voting  in  favor  of  that  bill  than 
any  major  State  in  the  Union,  any  of 
the  larger  States. 
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I  do  not  know  if  you  know  that  is  a 
fact.  It  is  a  fact. 

One  of  the  inducements  for  us  to  do 
that  was  the  permy  for  the  mass  tran- 
sit system. 

Now  my  friend  wants  to  come  back 
and.  by  some  insidious  device  that 
they  have  somehow  developed  in  the 
committee,  strip  off  some  of  that 
money  and  put  it  into  the  programs 
for  other  States. 

I  want  to  say  to  my  friend  that  vio- 
lates the  spirit  of  fairness  that  ap- 
pealed to  us  when  this  whole  matter 
was  discussed  several  years  ago  and 
when  so  many  of  us  supported  this 
legislation  with  so  much  enthusiasm. 

Mr.  SYMMS.  I  thank  my  colleague 
for  making  that  point.  I  appreciated 
the  support  we  received  from  the  Illi- 
nois delegation  in  the  Senate  and  in 
the  other  body. 

But  when  the  bill  passed  the  Senate, 
it  was  much  more  generous  to  the 
other  38  States  that  are  nonrecipients 
of  this  mass  transit  fund,  than  of  the 
four  Senators  who  sent  out  the  letter: 
Bentsen,  Burdick,  Stafford,  and 
myself.  / 

I  would  pointl  out  that  all  our 
amendment  woula-^o  is  to  offer  a 
guarantee  that  each  State  would  get  a 
minimum  85-percent  annual  return. 

That  is  probably  negotiable.  It  can 
probably  be  compromised.  I  do  not 
know  how  it  will  come  out  in  the 
House  of  Representatives.  To  compare 
a  national  highway  system  with  a  local 
problem  of  transit,  for  a  Chicago  area 
or  New  York  City  transit  area,  where 
you  do  not  have  people  who  have  to 
pass  through  for  interstate  commerce 
or  for  defense  purposes,  there  is  a  dif- 
ference. 

Mr.  DAMATO.  Will  the  Senator 
yield? 

Mr.  SYMMS.  I  am  happy  to  yield. 

Mr.  D'AMATO.  I  respect  the  work 
that  my  distinguished  colleague  and 
his  committee  have  done  on  the  high- 
way bill.  Federal  support  for  building 
major  highway  projects  must  be  evalu- 
ated with  careful  reflection  upon  the 
facts  regarding  critical  urban  and 
rural  transit  needs.  In  my  State  of 
New  York,  or  in  Illinois,  or  in  New 
Jersey,  for  example,  transit  service 
provides  a  vital  link  in  regional  trans- 
portation networks. 

I  take  some  pride  in  having  been  the 
author,  of  the  portion  of  the  Surface 
Transportation  Assistance  Act  of  1982 
which  set  aside  one  penny  of  the 
nickle  gas  tax  increase  specifically  for 
discretionary  transit  capital  grants. 

Let  me  assure  the  Members  here 
that  if  we  look  back  at  the  record, 
there  would  have  been  no  additional  4 
cents  per  gallon  gasoline  tax  for  high- 
way   projects    unless    there    was    an 


agreement  to  set  aside  another  penny 
for  transit  projects,  as  my  dear  friend 
from  Illinois,  Senator  Dixon,  has  sug- 
gested. 

The  Surface  Transportation  Assist- 
ance Act  was  dead  in  the  water  before 
that  compromise  was  reached.  With- 
out the  transit-dependent  States  get- 
ting the  one  penny  of  gas  tax  that  was 
agreed  to.  there  would  have  been  no 
additional  money  at  all. 

Now  to  attempt  to  say,  under  the 
guise  of  fairness,  that  we  will  revisit 
the  question  and  that  those  transit 
dollars  will  be  looked  at  as  a  source  of 
reimbursement  to  the  other  highway 
dependent  States  flies  in  the  face  of 
what  this  body  stands  for. 

The  various  States  of  this  Nation 
have  diverse  needs  and  I  have  voted  to 
support  them.  We  in  the  urban,  tran- 
sit-dependent States  have  voted  for 
hydropower  projects,  land  reclamation 
projects,  agriculture  subsidies,  and 
many  other  programs.  We  understand 
when  a  State  has  proportionately 
greater  needs  and  may  require  alloca- 
tions of  Federal  funds  in  excess  of  its 
contributions  in  particular  programs 
of  great  regional  importance. 

I  have  to  suggest  to  my  distin- 
guished colleague  that  as  much  as  I 
want  to  pass  the  highway  bill,  and  I 
will  support  this  $52  billion  bill.  I 
could  not  agree  to  taking  it  up  under  a 
unanimous-consent  agreement  unless 
it  provided  that  no  amendment  deal- 
ing with  reallocation  of  transit  funds 
in  the  mass  transit  account  for  high- 
way projects  would  be  in  order. 

With  respect  to  the  proposed  formu- 
la of -an  85-percent  minimum  alloca- 
tion of  the  mass  transit  account,  you 
say  you  would  be  willing  to  reduce  it 
to  50  percent.  My  State  would  lose 
$214  million  under  your  original  plan. 
You  say  this  is  negotiable.  To  negoti- 
ate a  loss  from  $214  million  to  $175 
million  is  not  acceptable.  To  negotiate 
a  loss  of  any  funds  as  it  relates  to  this 
one  penny  is  absolutely  unacceptable. 

Mr.  SYMMS.  I  thank  my  friend 
from  New  York. 

Mr.  President.  I  ask  unanimous  con- 
sent that  the  letter  to  which  I  made 
reference  be  made  part  of  the  Record 
at  this  point,  with  additional  material 
which  is  with  it. 

Mr.  LAUTENBERG.  Mr.  President, 
I  reserve  the  right  to  object.  I  want 
the  letter  read. 

The  PRESIDING  OFFICER.  The 
Senator  reserves  the  right  to  object. 

Mr.  SYMMS.  I  will  be  happy  to  read 
the  letter  to  my  colleague.  I  do  not 
want  to  take  all  this  extra  time. 

I  want  to  make  some  points  about 
this  to  my  friend  from  New  York.  I 
will  read  some  of  the  highlights  of 
what  the  text  of  this  points  out. 

Of  the  current  distribution,  the 
States  listed  below  received  81  percent 
of  the  2-year  total  funds  distributed 
from  the  mass  transit  account  during 
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fiscal  year  1984  and  1985.  The  last 
four  States  received  2.9  percent  of  the 
total. 

This  is  what  we  are  talking  about. 
Listen  to  this. 

New  Jersey  and  New  York  received 
more  than  $487  million.  22  percent  of 
the  entire  allocation.  California.  $351 
million,  16  percent. 

Mr  D'AMATO.  Does  my  friend  have 
any  knowledge  with  respect  to  the  per- 
centage of  transit  riders  as  well  as  to 
the  percentage  of  transit  dollars  that 
represent  the  respective  shares  of  New 
Jersey  and  New  York?  I  think  our  per- 
centage of  transit  riders  is  far  greater 
than  our  percentage  of  transit  dollars. 

Mr.  SYMMS.  That  may  be  the  case. 

Mr.  D'AMATO.  If  we  are  going  to 
compare  apples  with  apples,  let  us 
make  sure  we  consider  all  the  relevant 
facts. 

Mr.  SYMMS.  Pennsylvania,  $283 
million.  13  percent;  Georgia.  $189  mil- 
lion. 8  percent:  Illinois.  $165  million.  7 
percent;  Texas.  $139  million,  6.5  per- 
cent; Massachusetts,  $132  million,  6 
percent.  That  is  81  percent.  Then 
there  are  Oregon,  Michigan,  Florida, 
and  Louisiana  getting  another  9  per- 
cent. That  is  a  total  of  91  percent  of 
all  of  those  dollars.  The  remaining  2- 
year  total  of  the  funds  went  to  38 
States  and  the  District  of  Columbia, 
each  of  which  received  less  than  1.5 
percent  of  the  total  funds  distributed. 

I  want  to  repeat  again  that  the  for- 
mula that  we  have  arrived  at  in  talk- 
ing about  the  85  percent 

Mr.  LAUTENBERG.  Will  the  Sena- 
tor yield  for  a  question? 

Mr.  SYMMS.  I  aun  happy  to  yield. 

Mr.  LAUTENBERG.  Can  the  Sena- 
tor supply  us  with  the  contributions 
made  by  the  States  he  just  outlined  in 
terms  of  the  percentage  that  they  con- 
tribute? 

Mr.  SYMMS.  Yes.  That  is  part  of 
the  information  I  have  submitted  for 
the  Record. 

For  example.  New  Jersey's  1985  gas 
tax  account  was  $39,326  million.  The 
total  received  was  $774,000. 

New  York  was  $266,846  million,  and 
the  New  York  contribution  was 
$61,324  million. 

The     minimum     allocation     differ- 


ence  

Mr.  LAUTENBERG.  The  New 
Jersey  contribution  for  1985  was  $39 
million  and  the  return  that  our  State 
got  was  $33.5  million.  Am  I  correct? 

Mr.  SYMMS.  The  State  of  New 
Jersey  received  $774,000.  That  is  prob- 
ably a  poor  example  because  of  the 
sharing  with  the  New  York  Port  Au- 
thority.     

Mr.  LAUTENBERG.  Is  that  the  kind 
of  fairness  formula  you  are  talking 
about? 

Mr.  SYMMS.  I  am  saying  you  get 
$266  million  in  New  York  and  they 
paid  in  $61  million.  This  amendment 
would  actually  help  New  Jersey,  which 
would  probably  turn  it  back  in  to  the 


Port  Authority.  It  might  not  have  that 
big  of  an  impact  on  the  State  of  New 
Jersey. 

Mr.  SIMON.  Will  my  colleague 
yield? 

Mr.  SYMMS.  I  am  happy  to  yield. 

Mr.  SIMON.  There  is  one  other 
problem  which  has  not  been  touched 
upon,  if  I  understand  the  amendment 
correctly.  That  is  that  it  would  ad- 
versely impact  on  Illinois,  Iowa,  Indi- 
ana, and  Ohio,  States  where  we  have 
had  quite  a  bit  of  gasohol  consump- 
tion. Is  that  correct? 

Mr.  SYMMS.  Gasohol  is  not  counted 
either  in  the  highway.  There  is  a  gaso- 
hol exemption.  I  believe  it  is  6  cents  a 
gallon  out  of  the  9  cents. 
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So  I  do  not  think  gasohol  would 
have  had  any  impact.  But  gasohol  is 
an  exemption  in  the  Federal  Aid  High- 
way Program  that  the  Highway  Users 
Federation  complains  constantly 
about  because  it  does  bleed  money  off 
of  the  trust  fund  by  allowing  a  1-to-lO 
ratio.  So.  in  other  words,  they  put  in 
one  gallon  of  alcohol,  nine  gallons  of 
gas.  and  they  get  the  exemption. 

Mr.  SIMON.  It  bleeds  money  for  two 
reasons.  We  have  constantly  wanted  to 
experiment,  we  want  to  do  the  re- 
search, and  we  want  to  encourage  agri- 
culture. 

Mr.  SYMMS.  Right. 

Mr.  SIMON.  But  now  all  of  a 
sudden,  if  you  penalize,  as  I  under- 
stand the  amendment  of  the  Senator, 
Illinois.  Iowa.  Indiana.  Ohio,  and 
other  States  that  may  have  heavy  gas- 
ohol use.  it  just  seems  to  me  that  is 
contrary  to  the  best  national  interests. 

Mr.  SYMMS.  I  might  just  say  to  my 
good  friend,  Congress  did  decide  to 
exempt  gasohol,  and  in  States  like  the 
Senator's  and  mine,  it  is  a  very  popu- 
lar issue.  There  are  some  people  who 
view  it  as  an  exemption  because  those 
people  who  bum  gasohol  also  wear  out 
highways.  That  is  another  argument. 
That  is  not  what  I  am  arguing  about 
now.  I  think  that  if  we  could  work  out 
something  with  my  colleagues— and  I 
suggest  again  someone  may  still  wish 
to  speak  on  this.  I  think  the  Senator 
from  New  York  and  the  Senators  from 
Illinois  and  New  Jersey,  made  their 
points  of  view  clear.  I  would  hope  that 
somehow  we  can  settle  this.  What  we 
are  talking  about  is  that  we  have  a  9 
cents  a  gallon  fuel  user's  fee  to  try  to 
pay  for  the  Nation's  highway  program 
with  1  cent  transferred  for  mass  tran- 
sit needs.  Now,  we  have  mass  transit 
and  urban  needs  for  roads  in  rural 
States  also.  We  have  urban  bus  sys- 
tems in  a  lot  of  cities  and  communities 
that  are  clamoring  for  more  dollars  to 
help  those  urban  systems  operating 
and  clamoring  for  more  urban  roads 
that  could  be  used  in  the  flexibility. 
But  I  am  appealing  to  my  colleagues 
to  work  out  some  program  where  we 
can  move  forward  with  the  highway 


bill  and  get  the  $52  billion  out  to  the 
50  States. 

Mr.  D'AMATO.  Will  the  Senator 
yield? 

Mr.  SYMMS.  So  that  the  highway 
program  can  be  sustained  so  the 
people  can  continue  to  have  the  road 
programs  they  expect.  One  of  the 
good  things  about  the  Federal  High- 
way Program  is  when  you  see  those 
road  crews  out  there  working  on  the 
roads,  in  your  States  those  projects 
are  already  paid  for.  They  are  not 
something  that  is  being  done  the  way 
most  things  in  Washington.  DC  work, 
where  you  borrow  now  and  then  figure 
you  will  pay  later.  These  projects  are 
paid  for  and  let  us  not  hold  the  money 
up  over  that.  I  will  yield  the  floor. 

Mr.  D'AMATO  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  York  is  recognized. 

Mr.  D'AMATO.  Mr.  President,  I  do 
not  want  to  be  accused  of  impeding 
the  work  of  the  Environment  and 
Public  Works  Committee,  which  has 
come  so  far  in  advancing  this  highway 
bill.  I  believe  that  it  is  a  good  bill.  But 
a  number  of  us  who  are  on  the  floor 
today 

Mr.  SYMMS.  Will  my  good  friend 
yield? 

Mr.  D'AMATO.  For  a  question. 

Mr.  SYMMS.  I  want  to  make  a  unan- 
imous-consent request.  I  think  I  have 
this  worked  out.  If  the  Senator  will 
yield,  I  would  appreciate  it. 

Mr.  President,  I  ask  unanimous  con- 
sent again  to  insert  in  the  Record,  a 
Dear  Colleague  letter  from  Senators 
Bentsen,  Burdick,  Stafford,  and 
myself,  plus  the  substantiating  materi- 
al. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

U.S.  Senate,  Committee  on  Envi- 
ronment AND  Public  Works. 

Washington.  DC,  August  25,  1986. 

Dear  Colleague:  On  May  6.  1986.  we  in- 
troduced S.  2405.  the  Pederal-aid  Highway 
Act  of  1986,"  reauthorizing  the  Federal-aid 
highway  program  for  fiscal  years  1987 
through  1990.  As  introduced,  section  129  of 
the  bill  guaranteed  each  state  a  minimum 
85  percent  annual  return  on  user  fees  paid 
into  the  Mass  Transit  Account  (MTA)  by 
highway  users  In  that  state.  This  minimum 
return  from  the  MTA  is  consistent  with  the 
85  percent  minimum  allocation  adopted  by 
Congress  in  1982  as  part  of  the  Federal-aid 
highway  program. 

During  markup  of  the  bill,  the  Committee 
adopted  by  voice  vote  a  motion  to  strike  sec- 
tion 129.  The  Committee  had  received  a 
letter  from  the  leadership  of  the  Banking 
Committee  asking  that  we  "refrain  from 
pursuing  [section  129]  so  that  the  Senate 
Committee  on  Banking.  Housing  and  Urban 
Affairs,  which  has  jurisdiction  over  mass 
transportation  issues,  may  consider  this  pro- 
posal during  its  action  on  reauthorizing  the 
Mass  Transportation  Act."  Having  deferred 
to  the  request  of  the  Banking  Conunittee, 
we  intend  to  offer  an  amendment  restoring 
the  provisions  of  section  129  to  S.  2405  when 
the  bill  is  considered  on  the  Senate  floor. 
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The  amendment  we  will  offer  guarantees 
each  state  a  minimum  85  percent  annual 
return  on  user  fees  paid  into  the  MTA  by 
highway  users  in  that  state.  Unlike  the 
original  section  129,  which  allowed  a  state 
of  use  these  funds  either  on  transit  projects 
or  on  highway  projects  at  the  state's  discre- 
tion, this  amendment  requires  a  state  to  cer- 
tify that  its  transit  needs  have  been  met 
before  using  the  funds  on  highway  projects. 
We  believe  that  adoption  of  this  amend- 
ment would  assure  continued  support  for 
the  agreement  reached  in  1982  to  create  the 
Mass  Transit  Account  and  to  fund  it  with  1 
cent  of  the  9  cent  per  gallon  federal  gas  tax. 

Despite  the  fact  that  highway  users  in 
every  state  contribute  to  the  Account,  most 
MTA  funds  are  distributed  on  a  discretion- 
ary basis  with  no  minimum  guarantee  to 
any  state.  As  a  result,  8  states  received  82 
percent  of  the  MTA  funds  distributed  in 
fiscal  years  1984  and  1985.  Another  4  states 
received  just  over  9  percent  of  the  total  dis- 
tribution, leaving  38  states,  the  District  of 
Columbia,  and  the  Territories  to  divide  the 
remaining  9  percent  ($191.2  million)  of  the 
two-year  distribution  of  funds. 

This  inequitable  distribution  of  funds 
should  not  exist  in  a  national  public  worlu 
program  financed  by  highway  users  across 
the  country.  Our  amendment  will  provide 
each  state  a  fair  return  on  its  MTA  invest- 
ment. 

Por  your  information,  we  are  enclosing: 
(Da  chart  showing  the  state-by-state  distri- 
bution of  MTA  funds  in  fiscal  years  1984 
and  1985,  (2)  a  chart  showing  those  states 
that  received  the  bulk  of  the  MTA  funds 
distributed  in  fiscal  years  1984  and  1985, 
and  (3)  a  copy  of  the  amendment. 

We  invite  you  to  cosponsor  this  important 
amendment  to  assure  an  equitable  distribu- 
tion of  the  transit  funds  paid  by  highway 
users  in  your  state.  Please  call  Jean  Lauver 
(Majority  Staff)  at  4-7863  or  Paulette 
Hansen  (Minority  Staff)  at  4-6844  if  you 
would  like  to  cosponsor  or  need  more  infor- 
mation. 

Sincerely. 

From  the  Committee  on  Environment  and 
Public  Works: 

Lloyd  Bentsen, 
Ranking       Minority 
Member, 
Robert  T.  Stafford, 
Chairman. 

From  the  Subconunittee  on  Transporta- 
tion: 

QUENTIN  N.  BURDICK, 

Ranking       Minority 
Member, 


Steve  Symms, 
Chairman. 
S.  2405 
S.  2405,  as  reported  by  the  Senate  Envi- 
rormient  and  Public  Works  Committee,  is 
amended  by  adding  the  following  section: 

MASS  transit  account  MINIlfUM  ALLOCATION 

Sec.  .  (a)  Notwithstanding  any  other 
provision  of  law.  as  soon  as  is  practicable  in 
each  fiscal  year,  commencing  with  the  fiscal 
year  ending  September  30.  1987,  the  Secre- 
tary of  Transportation  shall  allocate  among 
the  States  from  the  appropriations  made 
from  the  Mass  Transit  Account  of  the  High- 
way Trust  Fund  for  such  fiscal  year, 
amounts  sufficient  to  insure  that  a  State's 
percentage  of  total  allocations  from  the 
Mass  Transit  Account  for  such  fiscal  year, 
shall  not  be  less  than  85  per  centum  of  the 
percentage  of  estimated  tax  payments  at- 
tributable to  highway  users  in  that  State 
paid  into  the  Mass  Transit  Account  in  the 
latest  fiscal  year  for  which  data  are  avail- 
able. For  purposes  of  this  section  a  State  is 
any  one  of  the  50  States  and  the  District  of 
Columbia. 

(b)  Notwithstanding  any  other  provision 
of  law,  amounts  allocated  pursuant  to  sub- 
section (a)  of  this  section  shall  be  available 
for  obligation  when  allocated  for  the  fiscal 
year  in  which  allocated  plus  the  three  suc- 
ceeding fiscal  years,  shall  be  subject  to  the 
appropriate  provisions  of  title  23.  United 
States  Code,  and  the  Urban  Mass  Transpor- 
tation Act  of  1964,  as  amended,  as  deter- 
mined by  the  Secretary  of  Transportation, 
and  shall  be  available  for  obligation  for  any 
projects  authorized  by  the  Urban  Mass 
Transportation  Act  of  1964,  as  amended, 
except  that  where  a  State  certified  to  the 
Secretary  of  Transportation  that  any  part 
of  such  amounts  are  excess  to  the  needs  of 
the  State  for  such  projects  and  the  Secre- 
tary accepts  such  certification  such  excess 
amounts  shall  be  available  for  obligation  for 
highway  construction  projects  on  any  public 
road. 

SECTION  ANALYSIS 

This  section  provides  for  a  minimum  allo- 
cation for  the  States  from  the  Mass  Transit 
Account  of  the  Highway  Trust  P\ind  similar 
to  the  minimum  allocation  for  the  States 
from  the  Highway  Account  of  the  Highway 
Trust  Fund.  A  State's  percentage  of  total  al- 
locations from  the  Mass  Transit  Account 
could  not  be  less  than  85  percent  of  the  per- 
centage of  estimated  tax  payments  attribut- 
able to  highway  users  in  the  State  paid  into 
the  Mass  Transit  Account  in  the  latest  fiscal 


year  for  which  data  was  available.  A  State  is 
defined  as  one  of  the  50  States  and  the  Dis- 
trict of  Columbia. 

Minimum  allocation  amounts  available 
would  be  available  for  4  years  for  obligation 
for  transit  projects  except  that  where  a 
State  did  not  have  transit  needs  the 
amounts  could  be  used  for  highway  projects 
on  any  public  road. 

The  first  8  states  listed  below  received 
81.70  percent  of  the  two-year  total  of  funds 
distributed  from  the  Mass  Transit  Account 
during  FY  1984  and  FY  1985.  The  last  4 
states  received  9.30  percent  of  the  two-year 
total. 


(Dollars  in  millions) 

States 

(') 

Percwit' 

New  YMk  and  New  Jetsey 

.    J4876 
.      35K 
.      283.3 
.      119.0 

.    its.o 

.      139.8 
.      1322 

228 

Calilornia 

164 

133 

Georgia 

Illinois  

Texas „ _ 

8.8 
7.7 
65 

Massachaells 

ii 

Subtotal 

817 

(4.7 
55.7 
40.5 
31.5 

Oremm                     ,., 

30 

26 

Florida       

19 

Louisina _ 

18 

SuDtotal 

93 

lotal    

1.947  7 

910 

'  Two-year  distrilxition  (fiscal  year  1984  and  fiscal  year  1985) 
'  Distribution  as  a  percentage  of  Ine  lotal  drstributon  from  tlie  Mass  Transit 
Account  (fiscal  year  1984  and  fiscal  year  1985) 

The  remainder  of  the  two-year  total 
($2,138.9  million)  of  funds  distributed 
from  the  Mass  Transit  Account  went  to  38 
states,  the  District  of  Columbia,  and  the 
Territories,  each  of  which  received  less  than 
1.5  percent  of  the  funds  distributed: 

Total— $191.2  million:  9.0  percent. 

In  1983.  the  Mass  Transit  Account  was  dis- 
tributed under  the  9(a)  formula  in  which 
every  state  received  funding. 


Mr.  SYMMS.  Mr  President,  I  also 
ask  unanimous  consent  to  have  print- 
ed in  the  Record,  Department  of 
Transportation  talbes  relating  to  1984 
and  1985. 

There  being  no  objection,  the  tables 
were  ordered  to  be  printed  in  the 
Record,  as  follows: 
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UMI 


Slate 


1984  gas  tax    

cont  Bus.  rail,  new 

starts 


1984  Section  3 


Planning 


16B2 


Total 


85  percent 
minimum 
allocation 


Difference 


At  23,176.194 441.942 

M  2.997,896 45,200 

«  17J58.396 633,128 

AR  14.642,491  153,801 

«  128,397.533      220,526,202  7,314,159 

00  17.02l.4O8        11,294.720  663,852 

a  15.499.461          4,800.000  446,552 

Dt  3.810.867 82,128 

FL  58.481.965           182,190  2.148,070 

GA  37,451,697        91,250,000  885,985 

HI  3,509.878          2,175,000  153,262 

ID  5.317,815 61,900 

IL  53.168.150   63,588.711  3.137,507 

IN  28.939,993    18.730.425  578,094 

lA  14,027,512 -...  882,731 

KS  14,890.482 137,559 

KY  21,150.264 316.010 

lA  26,698.071 622,184 

ME  6,390,778    1.207.500  84.900 

MD  22,870.204    16,255.649  784.091 


510.000 

951,942 

9,699,765 

18,747,823 

134,083 

179,283 

2,548,211 

2.368,928 

341,078 

974,206 

14,754,637 

13,780,431 

377,000 

530.801 

12,446,117 

11,915,316 

1.834,688 

229,675,049 

109,137,903 

(120,537,149) 

297.365 

12.255,937 

14,468,197 

2,212.260 

374.138 

5,620,690 

13,174,542 

7,553,852 

166,549 

248,677 

3,239,237 

2,990,560 

1.281,960 

3,612.220 

49,703,671 

46,097,451 

585,000 

92.720.985 

31.833,943 

(60,887.042) 

178,652 

2.506.914 

2,983,396 

476.482 

189.133 

251,033 

4,520,143 

4.269,110 

1,020.000 

67,746.218 

45.192,928 

(22,553,290) 

528.000 

19,836,519 

24,598,994 

4,762,475 

386,010 

1.268,741 

11,923,385 

10.654,644 

331,012 

468,571 

12,656,910 

12,188,339 

491,000 

807,010 

17,977.725 

17,170.715 

528,000 

1,150,184 

22,653,361 

21,543,177 

221,864 

1,514,264 

5,432,161 

3,917,897 

408,373 

17,448,113 

19.439,674 

1.991,561 

.ble.  A  State  is 
s  and  the  Dis- 


September  18. 1986 


CONGRESSIONAL  RECORD— SENATE 

DEPARTMENT  OF  TRANSPORTATION,  URBAN  MASS  TRANSPORTATION  ADMINISTRATION-Continued 


23881 


stale 


Q,       1984  gas  tax 
cont. 


1984  Sectni  3 


s,  ran,  new 
starts 


Plaimng 


1682 


Total 


85  pefcent 
irwwntini 
ataatini 


Dillefence 


Massadiusetls... 

Mdiigin 


(')      Pefcent' 

J4876 

228 

3514 

164 

2833 

13  3 

1890 

88 

165.0 

77 

1398 

65 

-....     1322 

J.2 

81 7 

......       647 

30 

55.7 

26 

40.5 

19 

......       38.5 

18 

93 

1,9477 

910 

year  1985) 

on  from  tlie  Mass  Transit 


1,  the  tables 
ited   in   the 


fcent 

Hum 

Difference 

itnn 

199,765 

18,747,823 

148,211 

2,368,928 

'54,637 

13,780,431 

146,11/ 

11,915,316 

37,903 

(120,537,149) 

168,19/ 

2,212,260 

,74,542 

7,553.852 

'39,237 

2,990,560 

'03,6/1 

46,097,451 

133,943 

(60,887,042) 

183,396 

476.482 

i20,143 

4,269,110 

92,928 

(22,553,290) 

i98,994 

4,762,475 

123,385 

10,654,644 

156,910 

12,188,339 

177,725 

17,170.715 

153,361 

21,543,177 

132,161 

3,917,897 

139,674 

1.991,561 

MonUni... 
fWnski.. 


New  Mewo 

New  Yorti... 

Norttt  (Carolina... 
Nortli  Dakota... 

aw  Total 

Oklatana 

Oregon 

Pennsytania 

hierto  Rico 

RtNide  Istand 

South  Carolina.. 
SoutliMola.. 

Tennessee 

Tens 

Utah 


Virginia... 


Washimtofl,  DC 
West  Vvgiflia ... 


WyonwM 

Virgin  Islands 

American  Samoa.. 

N.  Mariwa 

Guam 


MA 

Ml 
MN 
MS 
MO 
MT 
NB 
NV 
NH 
NJ 
NM 
NY 
NC 
ND 
OH 
OK 
OR 
PA 
PR 
Rl 
SC 
SO 

m 

TX 
UT 
VT 
VA 
WA 
DC 
WV 
Wl 
WY 


26,782,068 

33,191,845 

23,466.184 

14.892,482 

30,904,925 

5.634,804 

8,493,705 

6,002,791  , 

4,723,836  . 

40.048,607  . 

9,300,676 

62.450.827 

35.629.760 

4.505,843 

53,591.136 

22,922.203 

15,552.459 

54.668.098 

4,115^857 
19,280,329  . 

4,260,852  . 
29,565,971 
103,444,401 

8,503.704  . 

2,869.900  . 
31,292,911  . 
23,177,194 

2.062,928 

9,811,659 
24,512,147 

4,538.842 


71.412,726 
45.000,000 
3.000,000 


450.000 


210,383,241 


7.665.690 

44,250.000 

160.825.063 

9,999,999 


U.976.195 


1.470,759 

2.025,104 
793,745 
162,187 

1,410.226 
80,000 
148,410 
109.754 
N.4M 
2MM) 
132,1(2 

7,064.515 
496.697 
80.000 

2.002.550 
324,191 
442.999 

3,037,469 
641,889 
241J22 
274,540 
(0.000 
567,783 

3,085,321 
236.116 


6,999,990 


14.256,693 


MSJ40 

785.000 
1.075,098 
133,550 
752,815 
60,000 


631.447 
794,000 
448.005 
434,000 
585,000 
182,218 
265,000 
171,221 
194496 

mm 
m.ooo 

1.(80,000 
624,000 
178,200 
%3.000 
416,000 
331,600 

1.183,265 
605,000 
213,495 
377,000 
189,000 
548.000 

1,189,000 
200,350 
165,078 
510.000 
422,216 
189,000 
321.000 
503,619 
149,971 
133,000 
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The  PRESIDING  OFFICER.  The 
Senator  from  New  York. 

Mr.  SYMMS.  I  thank  the  Senator 
very  much. 

Mr.  D'AMATO.  Mr.  President,  I  be- 
lieve we  can  accomplish  the  goals  of 
both  the  majority  and  of  the  ranking 
members  of  the  Environment  and 
Public  Works  Committee  in  terms  of 
passing  a  highway  bill.  I  am  confident 
that  we  can  pass  a  bill  that  will  not 
impede  the  development  of  our  roads, 
and  that  will  provide  the  necessary 
$52  billion.  I  do  not  know  of  any  Sena- 
tors on  this  floor,  any  of  my  colleagues 
who  have  raised  certain  concerns,  who 
would  object  to  the  highway  bill,  save 
this  one  point.  I  do  not  think  we 
should  attempt,  in  the  relatively  few 
short  hours  that  remain  to  decide  this 
point  with  respect  to  a  complex  formu- 
la which  is  absolutely  crucial  to  our 
States.  Thus,  I  renew  my  offer.  My 
offer  is  simply  this.  I  would  agree  to 
proceed  with  the  bill  provided  that 
there  is  a  unanimous-consent  agree- 
ment that  no  amendments  dealing 
with  the  reallocation  of  the  mass  tran- 
sit account  of  the  highway  trust  fund 
for  highway  projects  would  be  in 
order. 

That  is  the  only  condition  I  have.  I 
would  then  go  to  an  up-or-down  vote 
on  the  bill,  as  well  as  on  any  other 
amendments  that  may  be  offered.  My 
colleague  from  Illinois  is  indicating 
the  same  position.  But  let  me  tell  you, 
when  we  talk  about  fairness,  we  have 
had  mass  transit  funds  reduced  year 
after  year.  We  are  struggling  to  keep 
aging  systems  safe  and  operational. 
This  1  penny  was  set  aside  for  mass 
transit.  It  was  not  set  aside  to  be  used 
by  all  of  the  individual  States  on  a  per 
capita  basis,  or  for  highway  projects. 
It  was  created  to  serve  mass  transit 
needs.  If  the  States  of  Wyoming,  Mon- 
tana. Idaho,  or  Nevada  have  mass 
transit  needs,  they  are  eligible  for  it— 
not  for  their  highway  needs,  but  for 
their  mass  transit  needs.  One  penny 
out  of  nine  pennies  is  precious  little 
for  those  urban  centers  that  are 
plagued  with  many  problems  besides 
transportation  needs.  Mass  transit  is 
an  absolute  necessity  in  order  to  sus- 
tain a  quality  way  of  life  in  densely 
populated  urban  areas.  It  is  a  necessity 
for  our  riu-al  transit  riders  too.  Urban 
and  suburban  commuters,  and  our 
urban  centers  depend  on  transit.  It  is 
not  inconsequential  to  the  lives  of  sub- 
urban commuters  in  the  outlying  areas 
in  Illinois,  for  the  lives  of  suburban 
commuters  in  New  Jersey,  and  certain- 


ly not  for  the  lives  of  suburban  com- 
muters in  Westchester  and  Long 
Island  in  New  York.  If  we  want  to  be 
fair  and  want  to  move  this  bill,  I  ven- 
ture to  say  that  we  could  pass  this  bill 
within  an  hour,  with  one  proviso— this 
objectionable  amendment  should  not 
be  in  order.  This  Senator  does  not 
want  to  be  accused  of  impeding  the 
highway  bill.  Let  me  say  for  the 
record,  I  am  ready  to  vote  on  the  high- 
way bill.  But,  we  should  not  be  offer- 
ing amendments  that  would  tear  apart 
the  fabric  of  well-established  princi- 
ples and  agreements.  I  do  not  object  to 
farm  aid  that  is  perhaps  allocated  in  a 
disproportionate  sense  in  terms  of  per 
capita  aid  to  States.  I  am  for  it  be- 
cause that  is  where  the  need  is.  It 
would  be  silly  for  this  Senator  to  say 
New  York  has  17  million  residents; 
consequently,  we  wauit  a  certain  pro- 
portion of  farm  aid  per  capita.  It  is  not 
the  way  it  works.  This  is  mass  transit 
aid.  We  have  the  transit  needs.  Conse- 
quently, these  dollars  that  have  been 
allocated  for  that  specific  program 
should  be  allowed  to  flow  to  it.  I  think 
it  sets  a  very  dangerous  precedent 
when  we  begin  to  decide  who  would 
get  more  or  less,  when  we  begin  to 
undo  well-established  principles  of 
meeting  national  needs.  So  I  say  to  my 
colleague— and  I  understand  his  val- 
iant attempt  to  fight  for  what  he  per- 
ceives to  be  equity  and  fairness— let  us 
allow  the  bill  to  go  forward.  I  have 
made,  I  think,  an  offer  that  can  be 
taken  up  in  good  faith.  We  could  pro- 
ceed with  this  bill.  We  can  look  at  the 
transit  formulas  at  another  time.  But 
certainly  this  is  not  the  time  to  under- 
take it. 

I  yield  the  floor. 

Mr.  SYMMS.  Will  the  Senator  yield? 
I  would  think  that  we  do  need  to  make 
it  clear  for  any  of  our  colleagues  who 
may  be  listening  or  watching  this 
debate,  that  this  amendment  which 
my  good  friend  from  New  York  is  talk- 
ing about,  is  not  in  this  bill.  We  took  it 
out  in  the  committee. 

Mr.  D'AMATO.  I  understand  that. 
Let  me  clarify  my  point. 

Mr.  SYMMS.  We  took  it  out,  and  if 
the  Senator  is  very  persuasive  in  his 
argument  the  Senator  may  win  it.  But 
I  plan  to  offer  an  amendment— when 
we  get  to  the  bill,  I  plan  to  offer  an 
amendment  to  relax  the  55-mile-per- 
hour  speed  limit. 

Mr.  D'AMATO.  I  have  no  objection 
to  that  amendment  being  offered. 

Mr.  SYMMS.  And  my  good  friend 
from  New  Jersey  has  some  very  strong 


viewpoints  that  the  55-mile-per-hour 
speed  limit  is  appropriate  for  his  part 
of  the  country.  I  think  we  have  to  vote 
on  these  issues. 

Mr.  D'AMATO.  Let  me  respond 
again  so  it  is  quite  clear.  I  do  not  want 
to  be  accused  for  holding  up  the  high- 
way bill.  Indeed,  I  am  ready  to  assent 
to  any  reasonable  time  agreement. 
Some  other  Member  of  the  Senate 
may  or  may  not  agree.  As  far  as  this 
Senator  is  concerned,  we  can  vote  on 
this  bill,  with  my  one  caveat.  I  would 
like  a  unanimous-consent  agreement 
that  would  provide  that  no  amend- 
ment dealing  with  the  reallocation  of 
the  mass  transit  accounts  of  the  high- 
way trust  for  highway  projects  would 
be  in  order.  Otherwise,  I  would 
object— a  right  which  we  have  as  Sena- 
tors—to a  unanimous-consent  agree- 
ment constraining  us  or  precluding  us 
from  full  and  free  debate.  I  feel  I  have 
to  debate  on  behalf  of  the  constituents 
of  New  York,  as  the  Senator  from  Illi- 
nois and  the  Senator  from  New  Jersey 
are  compelled  to  do  for  their  constitu- 
ents. That  is  what  we  are  talking 
about.  We  are  being  asked  to  give  up 
our  rights  to  total,  free  debate  on  the 
condition  that  we  proceed  under  a 
time  agreement?  Yes,  I  do,  provided 
that  there  will  be  no  amendments  put 
forth  in  the  area  of  reallocation  of 
mass  transit  funding  for  highway 
projects. 

D  1440 

Mr.  LAUTENBERG.  Mr.  President, 
I  should  like  to  try  to  clarify  my  posi- 
tion. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  York  has  the  floor. 
Does  the  Senator  yield? 

Mr.  D'AMATO.  I  yield  for  a  ques- 
tion. 

Mr.  LAUTENBERG.  I  thank  the 
Senator  from  New  York  and  the  Sena- 
tor from  Idaho. 

What  we  are  discussing  now.  as  I 
think  the  distinguished  Senator  from 
New  York  clearly  stated,  is  the  proc- 
ess, the  procedure,  of  how  we  move 
with  this.  I  think  we  got  slightly  side- 
tracked when  we  discussed  the  specif- 
ics of  the  amendment,  because  that  is 
not  for  the  period  of  time  reserved  for 
this  discussion. 

I  ask  that  the  Senator  from  Idaho 
remember  clearly  that  this  provision 
was  stricken  from  the  highway  bill 
before  it  was  released  from  the  com- 
mittee. That  sets  a  particular  tone. 
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I  could  not  agree  more  with  the  com- 
ments made  by  my  colleague  from 
New  York,  to  say  that  I,  too,  as  a 
member  of  that  committee,  as  some- 
one who  helped  negotiate  the  bill  fi- 
nally passed  by  the  committee,  have 
no  objection  to  the  highway  bill.  We 
want  it  discussed  and  debated  and  we 
want  a  vote  on  it  quickly. 

I  do  have  additional  concerns.  One  is 
the  proposition  made  by  the  Senator 
from  Idaho,  to  which  I  severely  object: 
Absolutely,  under  no  condition  would  I 
agree  to  a  time  limit  that  includes  that 
amendment.  I  have  a  couple  of  other 
concerns. 

The  Senator  from  Idaho  said  in  the 
discussion  that  I  objected  to  an 
amendment  on  the  55-mile-an-hour 
speed  limit.  I  do.  But  I  do  not  object  to 
it  being  debated  fully  here,  given 
enough  time  so  that  all  people  con- 
cerned can  express  their  views. 

If  this  amendment  to  redistribute 
the  mass  transit  money  comes  about, 
it  will  need  a  long  time  to  discuss.  I  am 
told  by  my  colleague  from  Illinois  that 
it  could  take  many  days  to  discuss  this 
fully. 
Mr.  DIXON.  Perhaps  weeks. 
Mr.  LAUTENBERG.  Perhaps  weeks. 
We  would  like  to  be  out  of  here  by  Oc- 
tober 3. 

On  the  serious  side,  the  fact  is  that  I 
would  object  to  any  time  agreement 
that  includes  a  redistribution  formula 
for  mass  transit. 

I  have  a  couple  of  amendments  that 
I  would  like  to  bring  up— one  of  them, 
I  think,  without  any  objection— but  we 
will  have  to  find  out  from  the  chair- 
man of  the  committee,  who  is  here 
now. 

Let  it  not  be  misunderstood  that  this 
Senator  and  the  15  colleagues  who 
joined  me  in  signing  the  letter  urging 
that  this  change  not  be  made  feel  the 
same  way  about  the  Synuns  amend- 
ment. 

I  ask  unanimous  consent  to  have  our 
letter  printed  in  the  Record. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

U.S.  Senate, 
Washington,  DC,  September  11,  1986. 
Dear  Colleague:  The  Senate  will  soon 
consider  S.  2405,  the  Federal-Aid  Highway 
Act  of  1986.  At  that  time,  Senator  Symms 
will  offer  an  amendment  which  would  fun- 
damentally change  the  manner  in  which 
mass  transit  assistance  is  distributed  to  the 
states.  It  is  our  intention  to  vigorously 
oppose  this  amendment. 

Under  current  law,  one  cent  of  the  federal 
excise  tax  on  gasoline  is  reserved  for  mass 
transit.  This  "penny  for  transit"  provision 
was  adopted  in  1982  as  part  of  the  Surface 
Transportation  Assistance  Act  of  1982.  The 
distribution  of  these  funds  comes  from  Sec- 
tion 3  of  the  Urban  Mass  Transportation 
program.  Section  3  is  a  discretionary  pro- 
gram with  the  distribution  of  funding  deter- 
mined by  the  Secretary  of  Transportation. 

The  Symms  amendment  would  require 
that  each  state,  regardless  of  its  mass  tran- 
sit needs,  receive  85%  of  its  contribution  to 
the  Mass  Transit  Account  of  the  Highway 


Trust  Fund.  Its  sponsors  argue  that  the 
amendment  is  simply  an  extension  of  the 
85%  minimum  allocation  provision  incorpo- 
rated in  the  highway  program.  That  is  not 
the  case. 

The  85%  minimum  allocation  in  the  high- 
way program  does  not  take  funds  from  one 
state  to  give  funds  to  anqther.  Funds  to 
cover  the  85%  minimum  allocation  in  the 
highway  program  come  from  a  special  pot 
and  are  not  taken  out  of  other  states'  alloca- 
tions. The  Symms  amendment  takes  funds 
dedicated  to  mass  transit  from  transit-de- 
pendent states  and  redistributes  them  to 
states  without  transit  needs.  F^irther,  it 
allows  those  funds  to  be  used  for  highways. 
If  the  Symms  amendment  becomes  law, 
there  will  no  longer  be  a  "penny  for  tran- 
sit". That  program  will  be  destroyed.  The 
progress  made  in  1982  in  striving  for  a  bal- 
anced national  transportation  network  will 
suffer  a  severe  setback.  We  believe  that  1986 
is  the  time  to  improve  the  landmark  legisla- 
tion passed  in  1982.  This  is  not  the  time  to 
turn  back  the  clock  on  federal  transporta- 
tion policy. 

During  markup  of  S.  2405  in  the  Environ- 
ment and  Public  Works  Committee,  a  provi- 
sion requiring  that  each  state,  regardless  of 
its  mass  transit  needs,  receive  85%  of  its 
contribution  to  "the  Mass  Transit  Account  of 
the  Highway  Trust  Fund  was  dropped  from 
the  bill.  It  was  ngted  that  the  committee 
with  jurisdiction  over  this  subject  is  the 
Committee  on  Banking.  Housing  afd  Urban 
Affairs.  The  Bankifg  Committee  has  not 
recommended  this  drastic  departure  from 
current  law. 

We  appreciate  the  concern  expressed  by 
some  states  that  the  mass  transit  needs  of 
small  afd  rural  communities  are  not  being 
adequately  eet  by  the  current  Section  3  pro- 
gram. Reconmiendations  have  been  made  to 
address  this  concern,  but  the  Symms 
amendment  is  the  wrong  way  to  go  about  it. 
The  Symms  amendipent  threatens  to  de- 
stroy federal  mass  transit  programs  and  ig- 
nores the  fact  that  different  states  have  dif- 
ferent transportation  needs.  It  ignores  the 
fact  that  many  of  the  states  which  benefit 
from  the  "penny  for  transit"  are  donee 
states  to  federal  highway  programs,  and 
subsidize  highway  construction  in  highway 
dependent  states.  If  adopted,  it  could  erode 
support  for  federal  highway  programs.  It 
also  threatens  to  delay  the  reauthorization 
of  the  federal-aid  highway  program.  We 
support  the  reauthorization  of  the  highway 
program  and  want  to  see  a  highway  bill  en- 
acted as  quickly  as  possible. 

If  the  Symms  amendment  is  offered  to 
the  highway  bill,  it  is  our  intention  to  fully 
debate  the  measure  to  insure  that  the 
Senate  has  a  complete  understanding  of  its 
history,  purpose  and  impact  on  federal 
transportation  policy.  We  hope  you  will  join 
us  in  this  effort.  If  you  have  questions 
about  our  effort,  please  feel  free  to  call  us 
or  have  your  staff  call  Tom  Howarth  at 
49712. 

Sincerely, 
Slade  Gorton,  John  C.  Danforth,  Bill 
Bradley,  Frank  R.  Lautenberg,  Daniel 
P.  Moynihan.  Paul  Simon,  Thomas  F. 
Eagleton,  Arlen  Specter,  Paul  S.  Sar- 
banes,  Alan  Dixon,  John  P.  Kerry,  Al- 
fonse  D'Amato,  Edward  M.  Kennedy. 
Alan  Cranston,  Sam  Nunn. 
Mr.  DIXON.  Mr.  President,  will  the 
Senator  yield? 

Mr.  LAUTENBERG.  I  am  happy  to 
yield. 


Mr.  DIXON.  Mr.  President,  I  thank 
my  distinguished  colleague  from  New 
Jersey  for  his  statements.  I  ask  him 
whether  he  thinks  that  what  he  has 
expressed  and  what  the  Senator  from 
New  York  and  others  have  expressed 
is  fairly  similar— that  none  of  us  would 
object  to  taking  up  the  highway  bill, 
and  we  are  all  anxious  to  vote  on  the 
highway  bill,  and  we  are  not  objecting 
to  taking  up  the  question  of  the  55- 
mile-an-hour  speed  limit,  so  long  as 
there  is  a  substantial  time  agreement 
that  gives  everybody  a  chance  to  be 
heard  on  that  issue.  But  we  do  object 
to  taking  up  the  question  of  formula 
changes  with  respect  to  mass  transit. 
So  far  as  that  is  concerned,  we  would 
want  to  be  heard  at  great  length  and 
would  not  give  up  our  opportunity  to 
be  heard  on  the  question. 

Mr.  LAUTENBERG.  The  Senator 
from  Illinois  is  correct. 

Mr.  DIXON.  I  say  this  on  behalf  of 
the  Senators  from  Pennsylvania  who 
were  here  earlier  and  left;  on  behalf  of 
the  Senators  from  New  York,  Massa- 
chusetts, New  Jersey,  Illinois,  Califor- 
nia, and  others  similarly  situated.  All 
of  us  would  be  similarly  situated. 

I  see  the  distinguished  chairman  of 
the  conunittee  in  the  Chamber,  and  I 
say  to  my  friends  that  they  may  want 
to  discuss  the  question  of  bringing  up 
the  highway  bill.  We  would  be  willing 
to  agree  to  a  time  limit  on  the  55-mile- 
an-hour  issue,  but  we  are  not  willing  to 
agree  to  any  kind  of  consideration  of 
this  bill  unless  a  unanimous-consent 
agreement  would  obviate  consider- 
ation of  basic  changes  in  the  formula. 

The  PRESIDING  OFFICER.  Does 
the  Senator  from  New  Jersey  yield  the 
floor? 

Mr.  LAUTENBERG.  I  yield  the 
floor.  

The  PRESIDING  OFFICER.  Does 
any  Senator  seek  recognition? 

Mr.  SYMMS.  Mr.  President,  a  parlia- 
mentary inquiry.  How  much  of  the  1 
hour  remains  to  discuss  reservations? 

The  PRESIDING  OFFICER.  It  is  14 
minutes. 

Mr.  SYMMS.  Mr.  President,  I  appre- 
ciate the  candor,  frankness,  and  forth- 
rightness  of  all  my  colleagues  on  the 
floor.  I  think  my  colleagues  have  made 
it  very  clear  that  they  recognize  that 
there  probably  are  more  votes  for  the 
so-called  fair  share  amendment  in  this 
body  than  there  are  not.  They  are 
demonstrating  their  abilities  and  their 
rights  as  Senators  to  protect  what 
they  consider  an  important  issue,  and 
I  respect  them  for  that. 

I  ask  my  colleagues  from  New  York 
and  New  Jersey— the  Senator  from 
New  York  is  off  the  floor  now— if 
there  is  any  way  we  might  proceed  and 
have  unanimous  consent  that  no 
amendments  with  respect  to  masi^ 
transit  be  in  order,  for  a  time  certain, 
and  see  if  we  can  move  ahead  with  this 
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bill  and  get  the  debate  in,  and  get  all 
the  noncontroversial  issues  settled. 

Some  of  the  amendments  that  have 
been  proposed  are  controversial,  but 
we  could  bring  them  up  and  vote  on 
them  and  get  part  of  this  done,  so  that 
by  Monday,  if  necessary,  we  could 
reach  some  kind  of  agreement  and 
finish  the  bill,  if  that  is  possible. 

Maybe  we  need  a  quonmi  call  to  dis- 
cuss the  issue. 

Mr.  LAUTENBERG.  Mr.  President, 
if  I  may  respond,  I  think  it  is  fair  to 
say  that  we  who  object— and  I  am 
speaking  for  myself— to  this  proposal 
to  review  the  change  of  formulas  as 
part  of  this  package  feel  that  it  is  ab- 
solutely imacceptable.  We  consider 
this  a  total  unit,  since  that  is  the  way 
it  is  proposed.  If  we  could  agree  that 
perhaps  on  another  vehicle  or  another 
opportunity  the  Senator  from  Idaho 
could  bring  up  his  proposal,  we  would 
have  no  objection.  But  the  highway 
bill  as  proposed,  with  the  amendment 
of  the  Senator  from  Idaho,  would  be 
part  of  a  total  package.  Because  of 
that,  I  think  it  is  fair  to  say  that  I  and 
my  colleague  from  Illinois  would  abso- 
lutely object  to  the  matter  being 
brought  up. 

Mr.  DIXON.  I  suggest  this  possibili- 
ty to  my  distinguished  colleage  from 
Idaho:  I  think  the  Senator  from  New 
Jersey  would  have  no  objection,  nor 
would  the  others,  including  the  Sena- 
tor from  New  York,  if  our  aides,  who 
are  on  the  floor,  might  discuss  a  unan- 
imous consent-agreement.  We  are  will- 
ing to  enter  into  a  unanimous-consent 
agreement,  but  not  the  kind  the  Sena- 
tor is  suggesting.  What  we  would  agree 
to  are  the  general  parameters  of  it. 

We  are  wasting  our  time,  because  we 
would  be  anxious  to  accommodate  the 
Senator  on  a  unanimous-consent 
agreement  that  would  dispose  of  this 
measure  and  let  him  visit  some  of  the 
issues  he  would  like  to  visit,  as  long  as 
we  are  able  to  confine  the  issues  to  the 
parameters  we  have  already  suggested. 
I  think  it  would  be  in  the  interest  of 
my  friend  from  Idaho  and  the  distin- 
guished managers  and  the  distin- 
guished chairman  of  the  committee 
and  others  to  let  our  aides  discuss  a 
unanimous-consent  agreement. 

In  the  meantime,  I  am  compelled  to 
object  to  the  original  request  of  the 
majority  leader  and  my  distinguished 
friend  from  Idaho  to  take  up  Calendar 
No.  870  at  this  time. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

Who  yields  time? 

Mr.  SYMMS.  Mr.  President,  I  ask 
unanimous  consent  to  use  2  minutes 
from  the  bill  for  the  majority. 

The  PRESIDING  OFFICER.  Is 
there  objection?  The  Chair  hears 
none,  and  it  is  so  ordered. 
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Mr.  SYMMS.  Mr.  President,  I  think 
that  we  have  probably  come  as  far  as 


we  can  on  this  approach.  Hearing  the 
objection  of  my  friend  from  Illinois, 
and  I  respect  him  for  that,  I  think 
that  we  might  point  out  here  to  our 
colleagues,  and  my  good  friend  made 
reference  to  the  fact  we  do  not  want  to 
waste  our  time  here,  I  want  to  make  it 
very  clear  I  want  to  get  this  highway 
bill  acted  on  in  the  Senate  and  get  to 
conference  with  the  House.  But  I  Just 
want  to  say  to  my  colleagues  and  to 
those  who  are  also  equally  interested 
in  passing  the  highway  bill  that  if  we 
cannot  address  the  fair  share  amend- 
ment now,  maybe  we  can  work  an  ac- 
commodation in  some  other  vehicle 
where  it  will  be  appropriate  to  discuss 
it  in  this  Senate. 

Maybe  if  that  is  what  we  have  to  do 
we  will  see  what  can  be  accommodat- 
ed. 

I  am  willing  to  go  back  and  sit  down 
in  the  Cloakroom. 

Mr.  DIXON.  If  my  friend  will  yield, 
I  am  embarrassed  that  I  cut  him  off. 

Mr.  SYMMS.  I  understand. 

Mr.  DIXON.  I  did  not  mean  to  de- 
prive my  colleague  of  his  time. 

Mr.  SYMMS.  No  apologies  are  neces- 
sary. 

We  are  running  on  the  same  time 
clock.  The  Senator  made  his  position 
clear  and  I  respect  him  for  that. 

I  say  there  is  one  other  problem 
here.  Of  the  States.  12  receive  these 
funds  and  38  States  fall  on  the  short 
end  of  the  stick. 

If  you  take  the  same  formula  or  the 
House  formula  on  the  highway  dollars 
and  the  8  cents,  and  if  we  go  to  confer- 
ence with  the  other  body,  and  are  not 
able  to  negotiate  a  formula  that  will 
seem  to  be  fair  to  these  other  38 
States.  Senators  that  come  from 
States  that  have  a  greater  geographic 
area  with  less  people,  we  will  have  a 
hard  time  getting  a  highway  program 
also. 

As  I  said,  none  of  us  believe  that  we 
were  ever  going  to  come  back  from  a 
conference  with  what  we  asked  for. 
But  there  is  a  problem  here  that  the 
Senators  who  are  lodging  objections 
today  happen  to  be  in  the  position 
where  their  constituents  would  favor 
the  formula  that  is  in  the  House 
which  is  totally  unacceptable  to  the 
Senators  from  the  Plains  States  and  in 
the  Western  Rocky  Mountain  States 
where  we  have  huge  geographical 
areas  and  fewer  people  and  further 
distances  for  people  to  travel. 

So  I  think  maybe  something  can  be 
accommodated  here,  and  I  think  we 
should  move  forward  on  the  highway 
bill.  I  believe  now  maybe  would  be  the 
time  for  all  parties  to  see  what  we  can 
work  out  and  get  the  majority  leader 
and  the  minority  leader  and  work  out 
something. 

If  it  is  possible  what  I  would  like  to 
see  us  do  is  work  out  some  other  agree- 
ment. Maybe  it  would  be  some  other 
place  that  would  be  appropriate. 
There  are  those  of  us  who  feel  the  al- 


location of  1  cent  that  goes  to  mass 
transit  is  not  fair,  and  others  feel  it  is 
fair.  Some  accommodation  could  be 
made  at  another  place,  but  we  should 
move  this  highway  bill  because  I  think 
it  is  more  important  to  commerce,  to 
business,  and  to  the  economy  of  the 
American  people,  that  we  have  a  con- 
tinuous Federal-aid  highway  program 
without  work  stoppages  or  slowdowns, 
so  we  can  fix  roads  and  maintain  the 
safety  program  and  the  bridge  pro- 
gram. 
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FEDERAL  AID  HIGHWAY  ACT  OF 
1986 

•  Mr.  HEINZ.  Mr.  President.  I  rise  in 
strong  opposition  to  Senator  Symms' 
amendment  regarding  use  of  the  mass 
transit  penny  for  highway  purposes. 
First,  this  amendment  would  mark  a 
significant  departure  from  the  spirit 
of  cooperation  that  resulted  in  the 
passage  of  the  Surface  Transportation 
Assistance  Act  of  1982,  which  required 
that  1  cent  of  the  5-cent  increase  in 
the  gas  tax  be  dedicated  for  mass  tran- 
sit purposes. 

Second,  this  amendment  would 
result  in  a  significant  windfall  to  many 
States  that  already  receive  more  than 
their  fair  share  of  highway  funds. 
Third,  this  amendment  shows  a  com- 
pete disregard  for  mass  transit  needs 
in  this  Nation,  which  are  glaring,  and 
a  disregard  for  our  national  transpor- 
tation system,  which  includes  mass 
transit  as  well  as  highways. 

I  plan  to  oppose  this  amendment 
when  it  is  offered,  and  I  would  also 
consider  offering  an  amendment  to 
achieve  real  fairness  in  the  distribu- 
tion of  highway  trust  fund  moneys. 
My  amendment  would  limit  the 
amount  of  highway  funds  each  State 
may  receive  in  a  given  year  to  150  per- 
cent of  that  State's  gas  tax  payments 
in  that  year.  Mr.  President,  I  ask  that 
the  following  table  showing  the 
impact  that  my  amendment  would 
have  on  State  highway  fimding  be 
printed  in  the  Record. 

I  urge  my  colleagues  to  oppose  the 
Symms  amendment,  and  to  support 
my  amendment  to  provide  equity  in 
the  distribution  of  all  of  our  Federal 
highway  funds. 

COMPARISON  OF  ESTIMATED  APPORTIONMENTS  UNDER  S. 
2405  FOR  FISCAL  YEAR  1987  WITH  PROPOSAL  TO  LIMIT 
A  STATE'S  APPORTIONMENTS  TO  150  PERCENT  OF  THAT 
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-36,964 

South  Carolma             

165.478 

8,660 

South  Dakota       ..  _   

82.992 

-7,692 

TefNiessee         

270,974 

13,328 

„ 927,415 

39,321 

Utah      

140.661 

-17,016 

Vrmont 

Virginia          

, 54.253 

280.977 

- 16.938 
16.206 

Washington       

, 264471 

-93.743 

West  Vireinia 

99.444 

5,736 

213,732 

9,383 

Wyoming           

83.974 
62.206 

975 

Puerto  (fico 

-62.206 

Total 

12.131.037 

12,131,041 

It  is  my  view,  and  I  have  just  dis- 
cussed it  with  the  distinguished  minor- 
ity leader,  that  they  are  making 
progress.  It  would  seem  to  me  rather 
than  just  extending  the  quorum  call 
with  the  time  to  be  charged  equally, 
that  we  might  stand  in  recess. 

Could  I  ask  how  many  hours  remain 
on  the  reconciliation  statutory  time 
limit? 

The  PRESIDING  OFFICER.  There 
are  6  hours  50  minutes  for  Senator 
DoHENici,  and  8  hours  3  minutes  for 
Senator  Chiles. 

ORDER  FOR  RECESS  FOR  3  HOURS 

Mr.  DOLE.  Madam  President,  I  ask 
unanimous  consent  that  following  the 
remarks  of  the  distinguished  Senator 
from  New  Mexico,  as  in  morning  busi- 
ness, that  the  Senate  stand  in  recess 
for  2  hours,  and  that  the  time  contin- 
ue to  run  on  the  reconciliation  bill  and 
be  equally  charged. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

(The  remarks  of  Mr.  Bingaman  at 
this  point  relating  to  the  introduction 
of  legislation  are  printed  under  intro- 
duced bills  and  joint  resolutions  in 
routine  morning  business.) 


D  1810 


Mr.  SYMMS.  I  do  not  have  anything 
else  to  say.  Mr.  President.  Unless  the 
Senator  is  seeking  recognition,  I  am 
prepared  to  put  in  a  quorum  call  at 
this  point. 

Mr.  President,  I  suggest  the  absence 
of  a  quorum  and  ask  unanimous  con- 
sent that  it  be  charged  equally  to  both 
sides 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

D  1520 

Mr.  DOLE.  Madam  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ORDER  OF  PROCEDURE 
Mr.  DOLE.  Madam  President,  let  me 
indicate  to  my  colleagues  that  we  have 
no  activity  on  the  floor,  but  there  is  a 
lot  of  activity  off  the  floor  in  trying  to 
work  out  something  on  reconciliation. 
There  has  been  a  series  of  meetings  in- 
volving Members  on  both  sides  and 
key  players  in  the  budget  process. 


RECESS  UNTIL  5:25  P.M. 

The  PRESIDING  OFFICER.  If 
there  is  no  further  Senator  wishing  to 
be  heard,  the  Senate  will  stand  in 
recess  for  2  hours. 

Thereupon,  at  3:25  p.m..  the  Senate 
recessed  until  5:25  p.m.;  whereupon, 
the  Senate  reassembled  when  called  to 
order  by  the  Presiding  Officer  (Mr. 
Andrews). 

D  1725 

The  PRESIDING  OFFICER.  The 
Chair,  in  his  capacity  as  a  Senator 
from  the  State  of  North  Dakota,  sug- 
gests the  absence  of  a  quorum,  with 
the  time  to  be  charged  equally  to  both 
sides.  The  clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

D  1800 

Mr.  HUMPHREY.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  Chair  recognizes  the  Senator 
from  New  Hampshire. 


MR.  REAGAN.  WHERE  ARE  YOU 

WHEN  WE  NEED  YOU? 
Mr.  HUMPHREY.  Mr.  President,  in- 
asmuch as  the  Senate  is  at  a  pause  in 
its  business,  I  thought  I  might  im- 
prove upon  the  occasion  by  reading 
into  the  Record  a  very  interesting  and 
appropriate  editorial  published  today 
in  the  Manchester  Union  Leader,  the 
largest  paper  in  the  State  which  I  rep- 
resent, an  editorial  written  by  the  pub- 
lisher. Mrs.  William  Loeb. 


It  is  entitled: 

[From  the  Manchester  Union  Leader  (NH), 
Sept.  18.  19861 

Mr.  Reagan,  Where  Are  Yon  When  We 

Need  Yoo? 
Ronald  Reagan,  where  have  you  gone? 
We  Icnow  who  you  are,  or  at  least  who  you 
were  when  we  elected  you  in  1980  and  again, 
overwhelmingly,  in  1984.  You  are  the  one 
who  called  the  Communists  the  "most  dan- 
gerous enemy  known  to  man." 

You  are  the  man,  in  1975,  who  said, 
"Maybe  ...  we  simply  do  what's  morally 
right.  Stop  doing  business  with  them.  Let 
their  system  collapse." 

You  are  the  one  who  correctly  called  the 
Soviets  the  evil  empire  and  who  threw  them 
out  of  Grenada. 

Where  have  you  gone.  Ron?  Your  admin- 
istration has  managed  to  push  through  a 
plan  to  sell  sophisticated  military  equip- 
ment to  the  Chinese  Communists.  It  is  your 
administration  that  is  agreeing  to  a  subsi- 
dized grain  sale  to  the  Soviets  and  we  can 
bet  that  U.S.  wheat  will  make  Russian  bread 
to  feed  their  armies  in  Afghanistan. 

For  six  years,  you  have  abided  by  the 
SALT  II  treaty  in  the  face  of  their  cheating 
and  our  being  weakened  as  a  result.  Under 
your  administration  last  year,  our  foreign 
aid  program  provided  more  than  $300  mil- 
lion in  direct  aid  to  Communist  countries 
and  helped  them  more  by  financing  them 
through  the  World  Bank  and  the  Interna- 
tional Monetary  Fund  to  the  tune  of  an- 
other $6  billion. 

And  there  now  seems  to  be  a  willingness 
in  your  administration  to  make  a  deal  to 
turn  over  an  innocent  man,  framed  in 
Moscow,  in  exchange  for  a  likely  Soviet  spy. 

Mr.  Reagan,  where  have  you  gone?  We 
have  heard  enough  from  unnamed  sources 
and  meassages  from  faceless  Washington 
figures,  in  and  out  of  the  White  House. 

We  have  heard  enough  from  the  liberal 
news  media,  who  are  more  afraid  of  aban- 
doning a  summit  than  in  abandoning  Ameri- 
can citizens.  It  is  time  we  heard  from  you. 

Dont  confuse  us,  Mr.  Reagan.  We  don't 
want  the  one  who  is  now  perceived  by  the 
public— the  one  who  will  swallow  his  indig- 
nation and  do  anything  to  keep  a  summit 
meeting  on  the  calendar. 

We  want  the  Ronald  Reagan  for  whom  we 
voted,  the  one  who  would  have  demanded 
that  American  citizen  Daniloff  be  returned 
within  24  hours  or  we'd  throw  out  the 
Soviet  ambassador  to  the  U.S.  We  want  the 
Reagan  who  would  not  shame. this  country 
by  making  deals  with  Communists. 

We  want  the  Ronald  Reagan  in  whom  we 
believed  as  a  leader  against  the  forces  of  the 
Kremlin,  who  would  make  us  their  slaves. 

Ronald  Reagan,  the  real  Ronald  Reagan, 
where  are  you  when  we  need  you? 

To  that,  Mr.  President,  I  would  only 
add  "amen." 

Mr.  President,  I  suggest  the  absence 
of  a  quorum  and  ask  unanimous  con- 
sent that  the  time  be  charged  equally. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

Mr.  MELCHER.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quoriun  call  be  rescinded. 
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The  PRESIDING  OFFICER 
out  objection,  it  is  so  ordered. 

Mr.  MELCHER.  Mr.  President.  I  fur- 
ther ask  unanimous  consent  that  I 
may  spealc  as  if  in  morning  business. 

The  PRESIDING  OFFICER.  Does 
the  Senator  indicate  any  length  of 
time  as  to  how  long  the  Senator's  re- 
quest pertains? 

Mr.  MELCHER.  Mr.  President,  I 
would  like  to  speak  for  10  minutes  as 
if  in  morning  business. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  Senator  may  proceed. 

Mr.  MELCHER.  I  thank  the  Chair. 
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FOOD  ASSISTANCE  TO  THE 
PHILIPPINES 

Mr.  MELCHER.  Mr.  President,  on 
this  day  that  we  received  an  address 
from  President  Corazon  Aquino  in  the 
House  in  a  joint  session.  I  thought  it 
would  be  appropriate  to  renew  my  ef- 
forts to  provide  additional  assistance 
over  and  above  what  we  are  doing  for 
the  Philippines,  and  what  we  may  be 
able  to  add  in  assistance  to  the  Philip- 
pines by  providing  some  of  the  com- 
modities, food  commodities,  that  are 
owned  by  the  United  States,  owned  by 
the  Commodity  Credit  Corporation, 
have  been  purchased  under  the  vari- 
ous farm  programs,  and  are  in  Federal 
storage. 

D  1820 

To  help  that  effort  along,  I  sent  a 
letter  to  each  of  my  colleagues,  to 
every  Senator,  stating  my  intentions 
to  do  so  at  the  first  opportunity. 

Mr.  President,  that  letter  is  now  in 
the  office  of  each  Senator.  I  would  like 
to  first  of  all  read  the  letter  in  its  en- 
tirety and  then  make  a  few  comments 
on  it. 

The  letter  reads  as  follows: 

U.S.  Senate, 
September  18,  1986. 

Dear  Colleague:  President  Corazon 
Aquino  of  the  Philippines  will  likely  con- 
clude her  visit  to  the  United  States  with 
little  or  no  additional  aid  to  assist  her  eco- 
nomically depressed  country  at  a  time  when 
the  Filipino  people's  needs  are  most  crucial. 
That  need  not  be  the  case,  because  the  Phil- 
ippines is  the  ideal  country  to  profitably  uti- 
lize large  quantities  of  U.S.  surplus  com- 
modities already  burgeoning  our  federal 
storage. 

Wheat  and  soybeans  are  not  produced  in 
the  Philippines  and  dairy  production  is 
minimal.  These  commodities  are  urgently 
needed.  While  we  are  financially  unable  to 
provide  the  cash  assistance  that  the  Filipi- 
nos need,  a  portion  of  these  commodities 
could  be  readily  monetized  on  the  Philip- 
pine market  providing  the  basic  economic 
stimulus  so  critical  to  the  start  of  their  eco- 
nomic recovery. 

I  shall  offer  an  amendment  at  the  first  op- 
portunity to  donate  to  the  Philippines  1  mil- 
lion metric  tons  of  wheat,  45  million  pounds 
of  dried  powdered  milk,  80  million  pounds  of 
cheese,  40  million  pounds  of  butter  and  40 
million  bushels  of  soybeans,  through  a  com- 
bination of  Public  Law  480.  section  416  and 
section  108. 


This  donation  to  the  Philippines  will  be 
out  of  Federal  stocks  already  acquired  by 
the  Commodity  Credit  Corporation  and, 
therefore,  the  transaction  is  off-budget. 

There  are  three  basic  reasons  why  I  be- 
lieve we  should  favorably  consider  my  pro- 
posal: 

(1)  The  economic  conditions  of  the  Philip- 
pines are  most  critical  and  without  prompt 
help  from  the  United  States  their  economy 
will  dangerously  deteriorate  week  by  week, 
leading  to  massive  suffering  of  the  Filipino 
people  and  instability  to  their  government 
and  entire  economic  structure. 

(2)  The  Communist  Movement  of  the  New 
Peoples  Army  will  broaden  its  base  and  in- 
fluence among  Filipino  people,  gaining  more 
followers  and  more  public  sut>port  as  pro- 
duction, jobs  and  food  availability  deterio- 
rate. 

(3)  Our  own  economy  here  in  the  United 
States  requires  an  expansion  of  our  exports 
and  particularly  agricultural  surplus  com- 
modities. There  is  no  better  country  with 
which  to  build  potential  trade  and  barter 
than  with  our  long-time  allies,  the  Philip- 
pines. 

This  is  an  urgent  matter  that  needs  our 
prompt  attention  and  action  to  cement  the 
ties  that  bind  our  two  countries  in  friend- 
ship, democracy  and  strategic  military  alli- 
ance. It  must  be  done  now— waiting  even  a 
few  months  will  risk  grave  and  irreparable 
damage  to  the  Filipino  people  and  their  new 
government.  I  urge  favorable  consideration, 
and  if  you  have  questions  or  wish  to  cospon- 
sor  my  amendment  please  call  Dave  Voight 
at  Ext.  46944.  Wayne  Mehl  at  Ext.  44234  or 
Karen  Dorsey  at  Ext.  42648. 
Sincerely, 

John  Melcher. 

Mr.  President,  there  are  several 
points  that  I  could  add  to  this. 

First  of  all,  it  is  my  understanding 
that  the  House  just  today  took  up  and 
passed  an  urgent  supplemental  appro- 
priations bill,  which  would  give  $200 
million  in  additional  cash  to  the  Phil- 
ippines. We  will  soon  be  considering 
that  bill  here  in  the  Senate.  It  is  at 
that  time  when  I  would  like  to  have 
consideration  of  this  amendment. 

This  amendment  will  do  some  addi- 
tional good  for  the  Filipino  people.  It 
will  do  a  lot.  It  will  provide  some  food 
for  a  great  number  of  the  55  million 
Filipinos  who  are  underemployed  or 
unemployed  and  they  are  hungry. 

It  will  provide  that  some  of  the  com- 
modities can  be  sold  on  their  market 
there  and  the  money  from  the  sale  of 
those  commodities  to  be  used  for 
grassroots  reconstruction  of  an  econo- 
my that  has  deteriorated  very  badly. 

What  does  it  amount  to  in  total  dol- 
lars, that  is,  in  dollar  values?  It  is  over 
$500  million  in  commodities.  It  is  a 
substantial  amount  of  commodities. 

All  these  commodities  have  been 
paid  for  and  are  in  Federal  ownership 
now.  This  is  just  a  small  portion  of  the 
dairy  products,  the  wheat  and  soy- 
beans in  Federal  ownership  now  where 
we  pay  out  of  the  Treasury  the  stor- 
age costs. 

So  it  will  do  us  some  good  to  reduce 
our  surplus. 

All  of  this  is  off  budget.  It  has  no 
budgetary  impact.  We  have  already 


spent  the  money  for  it.  We  are  now 
paying  storage  costs  on  it. 

The  fact  is  that  commodity  after 
commodity,  all  of  these  various  com- 
modities I  have  named  which  are  in- 
volved in  the  amendment,  have  sink- 
ing prices  simply  because  there  is  too 
much  surplus. 

That  would  be  advantageous  for  us. 
to  make  these  donations  to  the  Philip- 
pines. It  will  start  a  revival  of  moving 
the  surplus  commodities  now  in  Feder- 
al storage  out  to  people  who  can  use 
them  and  put  them  to  use  for  which 
our  farmers  produced  them,  for  people 
who  need  them  and  who  are  hungry. 
It  will  increase  our  exports.  It  will 
lessen  our  storage  costs.  And  in  the 
long  run  it  helps  to  develop  additional 
markets  for  our  commodities. 

I  do  not  think  we  can  afford  not  to 
do  it.  I  think  it  is  imperative  that  we 
do  it.  We  need  to  do  it  for  the  sake  of 
our  friendship,  for  our  allies,  the  Phil- 
ippine people. 

We  need  to  do  it  for  our  own  sake,  to 
put  to  good  use  those  conunodities 
produced  by  our  farmers  which  are 
now  in  Federal  storage  doing  no  one 
any  good  but  still  draining  from  the 
Treasury  the  cost  of  storage. 

Mr.  President,  I  have  one  last  point. 
This  makes  common  sense  to  me,  and 
I  believe  it  makes  conunon  sense  to 
the  great  majority  of  this  Senate.  We 
earlier  tried  a  small  package  for  the 
Philippines  along  the  same  lines  last 
May.  It  was  rejected.  The  opposition 
came  from  the  Agency  for  Interna- 
tional Development  [AID].  That  part 
of  the  State  Department  advised  us 
then,  in  May,  that  they  wanted  to 
assess  what  the  true  needs  of  the  Phil- 
ippine people  were  in  food  commod- 
ities. That  was  last  May. 

D  1830 

This  is  September.  We  are  going  to 
adjourn  very  shortly,  perhaps  in  2  Ms 
weeks.  If  we  are  going  to  do  anything 
about  it  this  year,  it  is  imperative  we 
do  it  now.  Whether  or  not  the  Agency 
for  International  Development  has 
made  their  assessment.  I  do  not  know. 
But  I  believe  we  have  made  our  assess- 
ment and  we  have  heard  from  Presi- 
dent Aquino  today.  We  know  what  is 
needed.  Part  of  it  is  food.  Part  of  it  is 
money.  This  amendment  will  provide 
food;  it  will  provide  the  opportunity  to 
sell  part  of  the  food  on  the  market 
there  to  raise  additional  cash  to  help 
in  the  economic  revival  of  the  Philip- 
pines. I  hope  the  amendment  can  be 
accepted  when  it  is  offered. 

Mr.  President.  I  yield  the  floor,  but 
before  I  do  I  believe  I  should  suggest 
the  absence  of  a  quorum,  with  the 
time  equally  divided. 

The  PRESIDING  OFFICER.  With- 
out objection,  the  quorum  will  be 
charged  on  the  same  basis  as  previous- 
ly entered.  The  clerk  will  call  the  roll. 
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The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 
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Mr.  HELMS.  Mr.  President,  I 


ask 


unanimoiis  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  (Mr. 
Hecht).  Without  objection,  it  is  so  or- 
dered. 


BILL  HELD  AT  DESK-H.R.  4899 

Mr.  HELMS.  Mr.  President,  I  ask 
unanimous  consent  that  once  the 
Senate  receives  from  the  House  H.R. 
4899,  the  process  patent  bill,  it  be  held 
at  the  desk  pending  further  business. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


TRANSFER  OF  CERTAIN  AIR- 
PORT PROPERTY  IN  ALGONA, 
lA 

Mr.  BYRD.  Mr.  President,  on  behalf 
of  Mr.  Harkin,  I  ask  that  H.R.  4492, 
which  is  at  the  desk,  be  read  the  first 
time. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  legislative  clerk  read  as  follows: 

A  bill  (H.R.  4492)  to  permit  the  transfer  of 
certain  airport  property  in  Algona,  Iowa. 

Mr.  BYRD.  Mr.  President,  I  ask 
unanimous  consent  that  H.R.  4492  be 
read  the  second  time. 

Mr.  HELMS.  Mr.  President,  under 
the  rule  XIV  process,  I  object. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 


Resolved,  That  the  resolution  from  the 
Senate  (S.j.  Res.  207)  entitled  "Joint  resolu- 
tion to  designate  November  1,  1985,  as  "Na- 
tional Philanthropy  Day' ",  do  pass  with  the 
following  amendments: 

Page  2,  line  3,  strike  out  "November  1, 
1985.",  and  insert:  November  15,  1986. 

Amend  the  title  so  as  to  read:  "Joint 
resolution  to  designate  November  15, 
1986,  as  'National  Philanthropy 
Day'.". 

Mr.  HELMS.  Mr.  President.  I  move 
that  the  Senate  concur  in  the  House 
amendments. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion. 

The  motion  was  agreed  to. 

Mr.  HELMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
motion  was  agreed  to. 

Mr.  BYRD.  Mr.  President,  I  move  to 
lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  is 
agreed  to. 


AMENDMENT  TO  THE  FEDERAL 
AVIATION  ACT  OF  1958 

Mr.  BYRD.  Mr.  President,  on  behalf 
of  Mr.  Eagleton,  I  ask  that  a  message 
from  the  House  which  is  at  the  desk, 
H.R.  4838,  be  read  the  first  time. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  legislative  clerk  read  as  follows: 

A  bill  (H.R.  4838)  to  amend  section  408  of 
the  Federal  Aviation  Act  of  1958  to  ensure 
fair  treatment  of  airline  employees  in  air- 
line mergers  and  similar  transactions. 

Mr.  BYRD.  Mr.  President,  I  ask 
unanimous  consent  that  H.R.  4838  be 
read  the  second  time. 

Mr.  HELMS.  Mr.  President,  under 
the  rule  XIV  process,  I  object. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 


NATIONAL  PHILANTHROPY  DAY 

Mr.  HELMS.  Mr.  President,  I  ask 
that  the  Chair  lay  before  the  Senate  a 
message  from  the  House  of  Represent- 
atives on  Senate  Joint  Resolution  207. 

The  PRESIDING  OFFICER  laid 
before  the  Senate  the  following  mes- 
sage from  the  House  of  Representa- 
tives: 


HUMAN  SERVICES  REAUTHOR- 
IZATION ACT— CONFERENCE 
REPORT 

Mr.  HELMS.  Mr.  President,  I  submit 
a  report  of  the  committee  of  confer- 
ence on  H.R.  4421  and  ask  for  its  im- 
mediate consideration. 

The  PRESIDING  OFFICER.  The 
report  will  be  stated. 

The  legislative  clerk  read  as  follows: 

The  committee  of  conference  on  the  dis- 
agreeing votes  of  the  two  Houses  on  the 
amendment  of  the  Senate  to  the  bill  (H.R. 
4421)  to  authorize  appropriations  for  fiscal 
years  1987,  1988,  1989,  and  1990  to  carry  out 
the  Head  Start.  Follow  Through,  dependent 
care,  community  services  block  grant,  and 
conmiunity  food  and  nutrition  programs, 
and  for  other  purposes,  having  met,  after 
full  and  free  conference,  have  agreed  to  rec- 
ommend and  do  recommend  to  their  respec- 
tive Houses  this  report,  signed  by  a  majority 
of  the  conferees. 

The  PRESIDING  OFFICER.  With- 
out objection,  the  Senate  will  proceed 
to  the  consideration  of  the  conference 
report. 

(The  conference  report  is  printed  in 
the  House  proceedings  of  the  Record 
of  September  12,  1986.) 

Mr.  HATCH.  Mr.  President,  I  am 
pleased  to  speak  in  support  of  the  con- 
ference agreement  on  H.R.  4421,  the 
Human  Services  Reauthorization  Act 
of  1986.  The  individual  programs  bun- 
dled in  the  reauthorization  share 
common  objectives.  They  focus  on  the 
community,  provide  flexible  and  cost- 
effective  assistance  to  low-income  indi- 
viduals and  families. 

This  act  as  conferenced  with  the 
House  incorporates  provisions  that 
were  included  in  several  Senate  bills 
sponsored  and  cosponsored  by  Mem- 
bers of  the  Senate  including  S.  2080,  S. 
804,  and  S.  2389.  This  reauthorization 
legislation  was  developed  by  Senator 
Hawkins  and  the  Subcommittee  on 
Children,  Family,  Drugs,  and  Alcohol- 
ism, following  hearings  on  the  princi- 
ple provisions.  The  broad  bipartisan 


support  for  this  legislation  is  indica- 
tive of  its  importance  in  assisting 
people  to  develop  their  potential  and 
move  toward  self-sufficiency. 

I  believe  we  are  all  well  acquainted 
with  the  Head  Start  Program  for  it 
has  had  a  20-year  history  of  success. 
The  Reauthorization  Act  makes  some 
adjustments  to  the  funding  levels  for 
Indian  and  migrant  programs  and  the 
agreed  upon  increase  for  Head  Start  is 
5.5  percent. 

The  conference  agreement  accepts 
the  Follow  Through  Program  reau- 
thorized at  $7.5  million  but  included 
an  amendment  to  emphasize  that  ap- 
plication for  new  Follow  Through 
projects  are  to  be  competitively  re- 
viewed 8uid  awarded. 

The  Dependent  Care  Program  Act, 
was  accepted  by  the  House  at  a  fund- 
ing level  of  $20  million  aimually  for  4 
years.  I  have  particular  pride  in  this 
provision  for  I  do  believe  that  once  we 
get  the  appropriated  money  flowing  to 
the  States  it  will  begin  fostering  more 
child  care  programs.  It  is  indeed  a 
small  amount;  but  it  is  an  important 
program  in  helping  families  find  and 
have  the  care  they  need  for  their  chil- 
dren. 

Changes  in  the  community  services 
block  grant  includes  regulating  the 
process  for  termination  of  funding  to 
community  action  agencies,  and  clari- 
fication as  to  what  types  of  projects 
the  Secretary  is  authorized  to  fund 
from  the  discretionary  fund.  The 
Senate  provision  which  authorizes 
demonstration  projects  for  new  and  in- 
novative approaches  to  reduce  poverty 
was  accepted  by  the  House.  In  addi- 
tion the  act  authorized  a  new  program 
providing  for  a  partnership  between 
the  Federal  program  and  State  pro- 
grams. 

The  House  also  accepted  the  Senate 
program  which  provides  for  a  Child 
Development  Associate  Scholarship 
Act  Program.  This  program  will  assist 
low-income  individuals  in  obtaining 
certificates  as  child  care  providers.  I 
am  pleased  that  the  Senate  appropria- 
tions bill  includes  funding  for  this  new 
program.  It  too  will  go  a  long  way  in 
helping  with  the  child  care  crisis  our 
country  is  currently  facing. 

The  changes  in  the  Low-Income 
Home  Energy  Assistance  Program  in- 
clude language  to  clarify  congressional 
intent  that  neediest  households  re- 
ceive the  maximum  assistance  along 
with  perfecting  language  to  add  ad- 
ministrative flexibility. 

Mr.  President,  this  legislation  is  sup- 
ported by  virtually  every  constituent 
group  concerned  with  children  pro- 
grams and  community  service.  I  want 
to  add  my  thanks  to  Senator  Haw- 
kins, and  to  our  other  Senate  col- 
leagues and  there  staff  for  their  work 
and  effort  in  preparing  this  reauthor- 
ization legislation.  I  want  to  especially 
recognize  Robin  Rushton,  counsel  to 
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Senator  Hawkins,  for  her  time  and 
knowledge.  She  is  an  asset  to  the 
entire  Senate. 

Mr.  President,  it  is  my  hope  that  all 
of  my  Senate  colleagues  will  support 
the  conference  report. 

Mrs.  HAWKINS.  Mr.  President.  I  am 
pleased  that  we  will  be  able  to  com- 
plete action  on  this  important  bill 
today.  As  finalized  by  the  House- 
Senate  conference  on  H.R.  4421.  the 
Human  Services  Reauthorization  Act 
of  1986  amends  and  extends  the  Head 
Start  Act.  the  Follow  Through  Pro- 
gram, the  Low-Income  Home  Energy 
Assistance  Act.  the  Community  Serv- 
ices Block  Grant  Act.  the  Dependent 
Care  Act.  and  the  Community  Pood 
and  Nutrition  Act.  It  is  importsuit  for 
us  to  complete  this  conference  and  re- 
authorize these  programs,  because  I 
understand  that  the  House  Appropria- 
tions Committee  has  a  policy  of  not 
appropriating  funds  for  expiring  pro- 
grams imtil  they  become  public  law. 
Therefore,  it  is  essential  that  these 
programs  be  authorized  before  the 
Labor.  HHS.  Education  appropriations 
bill  goes  to  a  House-Senate  conference. 

In  reauthorizing  the  Head  Start  Pro- 
gram, the  conferees  authorized  the 
program  at  $1,198  million  for  fiscal 
year  1987  which  represents  a  $157  mil- 
lion increase  over  the  current  fiscal 
year.  We  have  also  agreed  upon  a  5.5- 
percent  increase  in  Head  Start  funding 
for  the  succeeding  fiscal  years.  We  are 
concerned  about  the  delays  in  receipt 
of  funding  awards  for  Head  Start  and 
direct  the  Secretary  of  Health  and 
Human  Services  to  distribute  any  ap- 
propriated funds  for  this  prggram  in  a 
prompt  manner.  The  conferees  have 
reiterated  their  commitment  that  the 
definition  of  handicapped  that  is  con- 
taifed  in  the  Education  of  the  Handi- 
capped Act  should  be  utilized  in  deter- 
mined chiddren  who  should  be  served 
under  the  10-percent  earmark  con- 
tained in  the  Head  Start  Act. 

The  Follow  Through  Program  was 
reauthorized  at  $7.5  million  for  fiscal 
year  1987  with  a  4-percent  increase  in 
succeeding  years.  The  Follow  Through 
Program  was  amended  to  emphasize 
the  competitive  nature  of  the  grant 
program  and  stress  that  the  Depart- 
ment can  consider  applications  other 
than  existing  grantees. 

The  House  has  accepted  all  the 
modifications  to  the  State  Dependent 
Care  Programs  Act.  except  the  confer- 
ees agreed  to  authorize  the  funding 
for  this  program  at  $20  million  aimu- 
ally  for  4  years,  instead  of  3. 

The  community  services  block  grant 
was  reauthorized  at  a  fimding  level  of 
$391  million  for  fiscal  year  1987  with  a 
5-percent  increase  in  subsequent  years. 
The  conferees  have  accepted  the 
Senate  amendments  on  definition  of 
eligible  entity,  termination  procedures, 
fiscal  evaluations,  and  discretionary 
authority.  The  House  has  also  agreed 
to  accept  a  Senate  provision  authoriz- 


ing a  demonstration  project  for  devel- 
opment and  implementation  of  new 
and  innovative  approaches  to  poverty. 
In  the  Rural  Community  Assistance 
Program,  the  conferees  intend  to  pro- 
vide a  priority  to  community  facility 
grantees  under  the  rural  housing  and 
community  facilities  section  of  the  dis- 
cretionary fund.  This  is  consistent 
with  the  explanatory  notes  of  the  con- 
ference report. 

The  Low-Income  Home  Energy  As- 
sistance Program  weis  reauthorized  at 
$2,050  million  for  fiscal  year  1987  with 
a  4.5-percent  increase  in  the  succeed- 
ing years.  The  conferees  have  agreed 
to  modify  the  energy  crisis  provisions 
in  the  LIHEAP  Act  to  specify  the  com- 
ponents that  must  be  included  in  a 
crisis  intervention  program  to  ensure  a 
timely  response  to  an  emergency  situa- 
tion. 

In  addition  to  reauthorizing  existing 
programs,  the  conference  report  on 
the  human  services  reauthorization 
bill  authorizes  the  funding  of  two  new 
programs:  a  demonstration  partner- 
ship agreement  under  the  community 
services  block  grant  addressing  the 
needs  of  the  poor  and  a  Child  Develop- 
ment Associate  Scholarship  Act  Pro- 
gram which  provides  assistance  to  low- 
income  individuals  who  are  seeking 
their  certificate  in  child-care  training. 

Mr.  President,  I  would  like  to  take 
this  opportunity  to  thank  my  Senate 
colleagues  and  their  able  staffs  for  the 
assistance  they  provided  during  the 
consideration  of  this  reauthorization 
legislation.  All  members  of  the  Senate 
Labor  and  Human  Resources  Commit- 
tee participated  in  the  development  of 
these  bills  but  Senators  Hatch,  Staf- 
ford,    QUAYLE.     GRASSLEY,     KENNEDY, 

DoDD,  and  Kerry  made  special  contri- 
butions in  terms  of  their  time  and 
counsel  during  the  consideration  of 
H.R.  4421.  Mr.  President,  I  want  to 
pay  special  tribute  to  a  Senator  whose 
contribution  to  this  bill  went  far 
beyond  the  call  of  duty.  The  Senate 
version  of  the  Human  Services  Reau- 
thorization Act,  S.  2444,  was  intro- 
duced for  me  during  my  recuperation 
from  back  surgery  by  the  distin- 
guished Senator  from  Vermont,  Mr. 
Stafford.  I  thought  the  choice  of  Sen- 
ator Stafford  to  introduce  this  reau- 
thorization bill  in  my  behalf  was 
highly  appropriate  since  few  Members 
in  the  House  or  Senate  have  been  as 
active  in  developing  these  programs 
than  my  able  colleague  from  Vermont. 
His  advice  and  counsel  was  sought 
after  in  the  development  of  S.  2444 
and  he  has  continued  to  play  a  leading 
role  throughout  the  development  of 
this  reauthorization  legislation.  He 
and  his  able  staff  provided  invaluable 
assistance  in  drafting  provisions  which 
I  believe  enhance  the  effectiveness  of 
these  programs  in  serving  low-income 
and  disadvantaged  populations. 

Mr.  President,  I  urge  my  colleagues 
to  support  this  conference  report. 


Mr.  STAFFORD.  Mr.  President,  the 
conference  bill  provides  for  a  4-year 
reauthorization  of  four  programs  that 
serve  our  low-income  and  elderly  citi- 
zens. The  conference  committee  has 
provided  for  modest  growth  in  the  pro- 
grams over  the  next  4  years  even 
though  we  are  painfully  aware  the 
need  far  outstrips  the  current  level  of 
appropriations  for  the  programs. 

Title  I  of  the  bill  reauthorizes  the 
Head  Start  Program  for  $1,198  million 
for  fiscal  year  1987.  In  fiscal  years 
1988-90  the  authorization  level  would 
increase  by  5  V2  percent  each  year. 

For  the  past  20  years.  Head  Start 
has  helped  children  who  start  life  with 
the  innumerable  disadvantages  that 
stem  from  poverty.  It  has  given  them 
the  skills  and  confidence  necessary  to 
begin  their  school  careers  on  more  of 
an  even  footing  with  their  more  ad- 
vantaged peers.  The  program's  multi- 
faceted  approach  to  working  with 
these  children  is  ultimately  sensible. 
Head  Start  youngsters  not  only  par- 
ticipate in  an  education  program  but 
also  are  provided  with  health  and  nu- 
trition services.  Head  Start  staff  work 
closely  with  families  to  help  them 
overcome  the  problems  which  accom- 
pany poverty  ranging  from  inadequate 
hgusing,  poor  health,  and  lack  of  a  job 
to  a  basic  lack  of  confidence  in  their 
own  ability  to  help  themselves. 

Head  Start's  formula  has  worked 
well.  Head  Start  children  are  less 
likely  to  be  held  back  a  grade  or  as- 
signed to  costly  special  education 
classes.  Children  in  Head  Start  obtain 
markedly  higher  levels  of  health  care 
than  children  not  in  the  program, 
have  fewer  absences  from  school,  and 
perform  better  on  physical  tests.  In 
the  program  year  1983-84,  100  percent 
of  children  enrolled  for  90  days  or 
more  completed  medical  screening,  in- 
cluding all  of  the  appropriate  tests. 
Ninety-six  percent  of  those  identified 
as  needing  treatment  received  treat- 
ment. Ninety-five  percent  of  the  chil- 
dren were  brought  up  to  date  in  their 
immunizations. 

Head  Start  also  works  for  parents. 
Four  out  of  five  of  Head  Start  chil- 
dren's parents  are  providing  a  volun- 
teer service  in  the  program.  Thirty- 
one  percent  of  the  program's  paid 
staff  are  parents  of  current  or  former 
Head  Start  children. 

The  conference  bill  will  help  to 
ensure  that  Head  Start  continues  to 
effectively  reach  these  children  and 
their  families.  It  allows  programs  the 
option  of  continuing  to  provide  more 
than  1  year  of  a  Head  Start  ■experi- 
ence, guaranteeing  that  the  most  vul- 
nerable children  and  families  can  re- 
ceive enough  support  from  the  pro- 
gram to  make  a  significant  difference 
in  their  lives.  The  bill  also  ensures 
that  funds  will  be  available  to  train 
Head  Start  staff.  Head  Start  like  most 
child    development    programs    must 
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cope  with  an  extremely  high  staff 
turnover  rate  because  of  the  low  sala- 
ries it  must  pay  its  staff.  Training  is 
the  key  not  only  because  of  this  type 
of  turnover  but  also  because  of  the 
strong  role  that  parents  play  in  the 
program.  Finally,  research  has  identi- 
fied training  as  one  of  the  key  indica- 
tors of  positive  caregiver-child  rela- 
tionships. 

The  bill  also  guarantees  that  Feder- 
al funds  will  continue  to  support  the 
Child  Development  Associate  [CDA] 
Credentialing  Program.  This  program 
encourages  caregivers  to  Improve  their 
skills  by  seeking  a  competency-based 
credential.  It  is  now  recognized  in  over 
30  States'  child  care  licensing  require- 
ments. In  addition  to  maintaining  our 
previous  investment  in  the  CDA  Pro- 
gram, this  legislation  authorizes  a  very 
modest  but  important  new  program 
which  will  provide  funds  for  scholar- 
ships for  the  CDA  credential  to  low- 
income  applicants.  This  fund  will  pro- 
vide an  incentive  for  low-paid  child 
care  staff  as  well  as  Head  Start  care- 
givers to  seek  this  skill  building  cre- 
dential. 

Mr.  President,  I  would  like  to  em- 
phasize the  conference  report  lan- 
guage that  notes  under  current  law  at 
least  10  per  cent  of  all  enrollment  op- 
portunities in  the  Head  Start  Program 
must  be  available  for  handicapped 
children  to  meet  their  special  needs. 
Handicapped  children  as  defined  by 
section  602(a)(1)  of  the  Education  of 
the  Handicapped  Act  includes  children 
who  are  mentally  retarded,  hard  of 
hearing,  deaf,  speech  or  language  im- 
paired, visually  handicapped,  seriously 
emotionally  disturbed,  orthopedically 
impaired,  or  other  health  impaired 
children  or  children  with  specific 
learning  disabilities  who  by  reason 
thereof  require  special  education  and 
related  services.  Based  upon  the 
strong  commitment  displayed  by  Con- 
gress over  the  years  to  serve  handi- 
capped preschoolers  through  the  Head 
Start  Program,  the  conferees  have 
strongly  reiterated  their  support  of 
the  definition  of  handicapped  children 
as  defined  In  the  Education  of  the 
Handicapped  Act.  We  expect  that  the 
children  who  fall  within  the  definition 
will  continue  to  be  served  within  the 
Head  Start  Program.  The  conferees 
intend  that  any  proposed  change  in 
the  handicapped  eligibility  criteria 
must  meet  the  standards  of  the  law. 

Title  I  of  the  bill  represents  a  wise 
investment  in  not  only  our  children's 
future  but  in  the  future  of  this 
Nation.  This  first  5  years  of  a  child's 
life  represent  a  key  developmental 
period.  A  strong  Head  Start  Program 
can  help  our  poorest  yoxmgsters  make 
the  most  of  these  critical  years  so  that 
they  can  grow  up  into  productive,  con- 
tributing citizens. 

The  conference  bill  would  reauthor- 
ize the  Low-Income  Home  Energy  As- 
sistance Program  at  $2,050  million  for 


fiscal  year  1987.  The  Energy  program 
would  grow  at  a  4-percent  rate  for  the 
next  three  fiscal  years  authorized. 

The  LIHEAP  program  served  7  mil- 
lion households  in  fiscal  year  1986 
with  an  average  benefit  of  $208,  down 
$15  from  fiscal  year  1985.  This  means 
about  40  percent  of  the  17.6  million 
households  eligible  under  the  State-es- 
tablished standards  received  benefits 
equivalent  to  23  percent  of  their  resi- 
dential energy  expenditures. 

Despite  rumors  to  the  contrary, 
most  households  have  not  benefited 
from  the  drop  in  world  oil  prices. 
While  the  16  percent  of  low-income 
households  using  heating  oil  did  get 
some  small  price  break— albeit  many 
months  after  the  refineries  and  termi- 
nals benefited— the  other  84  percent 
have  not  experienced  any  price  drop. 
Indeed,  indications  are  that  electricity 
prices  will  continue  to  increase  and 
that  gas  prices,  once  expected  by  DOE 
to  stay  level,  may  now  rise  higher  than 
administration  predictions  as  price 
controlled  "old  gas"  disappears. 

The  poor  continue  to  spend  about  14 
percent  of  their  incomes  on  residential 
energy— more  than  twice  as  much  as 
the  average  American  household  and  a 
far  higher  proportion  than  they  did  10 
years  ago.  In  fact,  census  figures  re- 
cently distributed  by  the  National  As- 
sociation for  State  Community  Serv- 
ices Programs  show  that  the  average 
3-person  LIHEAP  household,  after 
paying  for  food,  housing  and  energy, 
has  $355  left  per  year  for  all  other  ex- 
penditures. 

The  LIHEAP  block  grant  represents 
a  partial  response  to  the  very  serious 
problem  energy  continues  to  pose  for 
the  poor.  This  act  provides  only  a  4- 
percent  increase  each  year  over  the 
previous  year's  funding.  Other  re- 
sources are  clearly  needed  to  provide 
service  to  the  majority  of  eligible 
households  not  now  being  served  and 
to  give  more  adequate  aid  to  the  need- 
iest LIHEAP  households  whose  energy 
costs  can  now  exceed  30  percent  of 
income. 

In  1984,  the  Labor  and  Human  Re- 
sources Committee  reauthorized 
LIHEAP  and  determined  that  the  pro- 
gram had  developed  into  an  effective 
delivery  system  which  needed  some 
elements  of  improvement  and  target- 
ing to  perfect  it.  Consequently,  our 
amendments  in  the  Human  Services 
Reauthorization  Act  reduced  the  per- 
missible amounts  of  carryover,  re- 
quired equal  treatment  for  categorical- 
ly eligible  and  nonwelfare  households, 
prohibited  States  from  excluding 
households  under  110  percent  of  pov- 
erty, and  required  all  States  to  reserve 
some  funds  for  winter  emergency  as- 
sistance and  provide  effective  aid  to 
those  facing  energy  crisis. 

The  Senate  oversight  hearings  this 
year  found  that  indeed  the  program 
has  matured  further  and  is  working 
well  in  the  vast  majority  of  States.  Not 


only  has  program  participation  in- 
creased, but  Federal,  State,  utility,  pri- 
vate, and  recipients  alike  testified  to 
the  success  and  effectiveness  of  most 
programs. 

However,  we  identified  a  few  prob- 
lem areas  in  which  a  few  States  had 
apparently  not  read  our  intent  clearly. 
This  conference  report  is  designed  to 
restate  the  continuing  concern  of  the 
Congress  more  unequivocally. 

The  conference  committee  expects  : 
States  to  adopt  an  emergency  program 
which  will  ensure  round-the-clock  life- 
saving  help.  The  Department  of 
Health  and  Human  Services  should 
support  such  efforts.  The  provision  re- 
quires that  all  States  must  provide 
energy  emergency  aid  at  the  communi- 
ty level  and  that  the  States'  crisis  pro- 
gram must  meet  standards  set  forth  in 
the  law.  This  is  the  conference's  solu- 
tion to  the  frustrating  evidence  that  a 
few  States  are  not  providing  the  local- 
ly accessible,  prompt  form  of  aid  that 
is  essential  to  the  elderly  and  others 
who  face  loss  of  heat. 

The  birth  of  energy  assistance  fund- 
ing over  a  decade  ago,  was  a  direct 
result  of  Congress'  view  that  is  is  intol- 
erable if  any  American  should  face  ill- 
ness or  death  by  virtue  of  hyperther- 
mia or  hypothermia.  State  programs 
are  still  responsible  for  providing  pro- 
tection from  those  risks  to  the  elderly 
and  others  at  risk.  Providing  regular 
payments  to  those  certified  for  the 
program  early  in  the  winter  is  not  ade- 
quate when  less  than  40  percent  of  the 
eligible  poor  are  participating. 

This  conference  bill  definitively 
clarifies  the  treatment  of  LIHEAP 
benefits  under  section  5(e)  of  the  Food 
Stamp  Act.  LIHEAP  benfits,  whether 
received  in  cash— directly— or  through 
payments  to  energy  vendor— indirect- 
ly—shall  not  affect  a  household's  eligi- 
bility for  or  benefits  received  under 
the  Food  Stamp  Program. 

The  legislative  history  of  LIHEAP 
makes  clear  Congress'  intent  that 
LIHEAP  supplement  other  basic  needs 
programs,  including  specifically  the 
Food  Stamp  Program.  Nevertheless, 
the  USDA  has  attempted,  through 
regulation,  to  umdermine  the  intent  of 
Congress  expressed  in  LIHEAP,  by 
prohibiting  the  deduction  of  LIHEAP 
benefits  as  all  or  part  of  a  household's 
excess  shelter  deduction  under  section 
5(e)  of  the  Food  Stamp  Act. 

The  courts  have  found  in  all  cases, 
consistent  with  the  intent  of  Congress 
in  UHEAP,  that  LIHEAP  benefits 
should  be  counted  as  all  or  part  of  a 
household's  excess  shelter  deduction 
under  section  5(e)  of  the  Food  Stamp 
Act.  These  court  decisions  affect  the 
eighth  and  ninth  circuits  and  Indiana. 
This  legislation  lays  to  rest  this  issue 
by  affirmatively  extending  these  court 
decisions  nationwide. 

The  Congress  has  also  rejected  the 
administration's  proposal  to  count  a 
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variety  of  other  forms  of  Federal  ben- 
efits in  UHEAP  benefit  and  eligibility 
determinants. 

The  bill  reiterates  Congress'  intent 
that  the  neediest  households,  as  de- 
fined historically  in  section  2605(b)(5) 
of  the  act,  are  to  receive  the  maximum 
assistance.  This  means  that  States 
must  vary  benefits  according  to  the 
factors  set  out  in  that  provision;  that 
is,  based  on  income  and  energy  costs  in 
relation  to  income,  taking  into  £u;count 
family  size. 

In  other  words,  the  conference  bill 
requires  that  States  consider  energy 
costs  in  relation  to  income  and  family 
size  when  setting  benefit  levels.  The 
conferees  are  concerned  that,  since  re- 
sources will  never  be  adequate  to  the 
need,  the  highest  benefits  always  go  to 
those  in  greatest  need,  which  means 
those  with  the  highest  energy  costs  in 
relation  to  income  and  the  lowest  in- 
comes. States  are  expected  to  target 
LIHEAP  resources  effectively  to  the 
need;  the  Senate  hearings  showed  that 
the  vast  majority  of  funds  are  distrib- 
uted as  intended,  but  that  a  few 
States,  for  administrative  convenience, 
were  making  uniform  payments  to  all 
categorically  eligible  households  re- 
gardless of  their  income  or  energy 
costs. 

The  conference  bill  reauthorizes  the 
community  services  block  grant  at 
$390  million  for  fiscal  year  1987.  The 
authorization  levels  are  increased  by  5 
percent  for  the  3  additional  years  in 
the  bill. 

The  conference  committee  bill 
adopts  the  Senate  language  that 
makes  a  number  of  changes  in  the  dis- 
cretionary authority  of  the  Secretary. 
First,  it  was  brought  to  the  commit- 
tee's attention  that  the  existing  stat- 
ute was  unclear  regarding  both  eligi- 
bility of  grantees  and  activities  under 
the  community  economic  development 
[CED]  section  of  the  law.  The  intent, 
in  drafting  the  CED  section  for  the 
Omnibus  Reconciliation  Act  of  1981 
was  to  continue  to  fund  successful 
nonprofit  commiunity  development 
corporations  to  carry  out  job  creation 
and  enterprise  development  projects 
to  benefit  low-income  people  and  their 
communities.  In  my  State,  Northern 
Communities  Investment  Corp. 
[NCICl  is  such  an  organization  and  I 
have  been  very  impressed  with  its 
record  of  accomplishment.  The  confer- 
ence bill  revises  the  statute  to  make 
clear  that  funds  authorized  are  to  be 
used  to  fund  projects  sponsored  by 
nonprofit  community  development 
corporations,  which  will  promote  job 
creation  and  business  development  in 
distressed  communities. 

In  addition,  the  conference  commit- 
tee adopted  language  requiring  that 
all  CED  funds  be  administered  on  a 
competitive  basis.  Currently,  most 
grants  are  made  after  a  national  com- 
petition. However,  each  year  a  few  are 
made  outside  this  system.  The  confer- 


ees felt  that  all  grantees  must  compete 
for  funding. 

In  order  to  ensure  that  a  national 
technical  assistance  program  for  rural 
communities  with  inadequate  drinking 
water  is  continued,  the  conferees 
adopted  the  House  language  to  the 
rural  housing  and  community  facilities 
section  giving  a  priority  to  rural  com- 
munity assistance  corporations.  How- 
ever, Mr.  President,  in  reviewing  the 
conference  report  I  noticed  a  technical 
error  in  the  drafting  of  the  conference 
bill  language.  The  bill  languge  does 
not  reflect  the  agreement  as  stated  in 
the  statement  of  managers.  I  shall 
note  for  the  record  that  the  statement 
of  managers  is  the  agreement  of  the 
conference.  It  was  our  intent  to  pro- 
vide a  priority  to  community  facilities 
grantees  under  the  rural  housing  and 
community  facilities  section  of  the  dis- 
cretionary fund. 

Mr.  President,  under  Senator  Haw- 
kins' able  leadership  this  bill  will 
make  further  improvement  in  the  de- 
livery of  human  services  to  our  elderly 
and  low-income  Americans.  The  con- 
tinuation of  these  important  programs 
is  needed  to  meet  the  needs  of  elderly 
and  low-income  Americans. 

Mr.  President,  I  highly  recommend 
this  conference  report  to  my  fellow 
Senators  and  urge  its  adoption  by  the 
Senate  today. 

Mr.  QUAYLE.  Mr.  President,  I  am 
pleased  to  support  the  conference 
report  to  accompany  H.R.  4421,  the 
Human  Services  Reauthorization  Act 
of  1986.  This  bill  continues  several 
very  important  education  and  commu- 
nity service  programs  for  4  more  years. 
I  want  to  commend  the  chairman  of 
the  Labor  and  Human  Resources  Com- 
mittee, Senator  Hatch,  for  his  work 
and  especially  the  gentlewoman  from 
Florida,  Senator  Hawkins,  the  chair 
of  the  Subcommittee  on  Children, 
Family,  Drugs,  and  Alcoholism,  who 
has  really  seen  this  initiative  through 
and  has  worked  very  hard  on  the  legis- 
lation. Senator  Hawkins  has  spent 
many  hours  on  this  bill,  and  I  know 
hgw  personally  committed  she  is  to  en- 
suring the  best  possible  programs  in 
these  areas. 

Contaifed  in  H.R.  4421  is  one  of  the 
Nation's  most  popular  and  successful 
programs,  the  Head  Start  Program. 
For  years,  this  Federal  program  has 
helped  low-income  and  disadvantaged 
3-,  4-,  and  5-year-old  children  receive 
the  strong  education  foundation  that 
they  need  to  succeed  in  later  school 
life.  Head  Start  allows  caring  profes- 
sionals to  provide  personal  attention 
to  children  to  build  a  strong  base  edu- 
cational skills  as  well  as  in  the  value 
and  importance  of  education,  in  self- 
confidence,  in  social  skills,  and  in 
areas  of  health  and  nutrition.  Head 
Start  also  works  to  bring  the  family  of 
the  child  into  the  educational  process, 
and  uses  many  parents  as  volunteers 
and  teachers  aides  in  the  classrooms  to 


reinforce  the  concept  that  parents 
must  take  an  active  part  in  their  chil- 
dren's education  if  the  children  are  to 
be  successful. 

The  Head  Start  Program  has  worked 
well,  and  many  studies  show  the  bene- 
fits of  early  childhood  education.  Be- 
cause the  program  has  worked  so  well, 
and  is  flexible  enough  to  allow  com- 
munities to  design  the  programs  that 
best  fit  their  needs,  H.R.  4421  makes 
very  few  changes  to  the  act.  One 
change  that  is  made  is  to  require  more 
coordination  between  Head  Start  pro- 
grams and  other  education  or  commu- 
nity projects  that  the  State  or  locality 
may  be  conducting  to  help  disadvan- 
gaged  youngsters. 

H.R.  4421  also  reauthorizes  the 
Follow  Through  Program  for  4  more 
years,  the  Community  Services  Block 
Grant  for  4  more  years,  the  Depend- 
ent Care  Program  for  3  more  years, 
and  the  Low-Income  Home  EInergy  As- 
sistance Program  [LIHEAP]  for  4 
more  years.  All  of  these  programs  pro- 
vide important  services  to  needy  fami- 
lies and  children  through  schools  or 
community  based  organizations. 

The  Low-Income  Home  Energy  As- 
sistance Program  has  been  a  crucial 
program  to  Indiana,  and  many  thou- 
sands of  elderly  and  low-income  fami- 
lies depend  on  this  energy  assistance 
to  see  them  through  the  winter 
months.  Project  SAFE,  as  the  Indiana 
program  is  called,  has  served  151,271 
households  in  the  1986  program  year. 

I  am  somewhat  concerned  about  the 
authorization  level  for  this  program 
being  reduced  based  on  the  reports 
that  energy  costs  have  decreased. 
While  it  is  true  that  energy  costs  have 
decreased,  many  of  these  decreased 
prices  are  not  passed  onto  the  con- 
sumer, but  are  only  passed  on  to  busi- 
ness and  industry,  and  those  large 
enough  to  avaU  themselves  of  direct 
access  to  pipelines.  I  will,  therefore,  be 
watching  carefully  the  LIHEAP  Pro- 
gram in  Indiana  to  ensure  that  the 
needs  of  Indiana  residents  are  being 
adequately  met. 

Another  area  of  interest  in  the 
Senate  version  of  the  Human  Services 
Reauthorization  Amendments  of  1986 
had  been  my  proposal  to  make 
changes  to  the  Fair  Labor  Standards 
Act  to  permit  14-  and  15-year-olds  to 
serve  as  batboys  or  batgirls  during 
baseball  games  with  certain  restric- 
tions. This  provision  is  not  contained 
in  the  final  version  of  H.R.  4421,  how- 
ever, a  new  provision  is  added  to  re- 
quire the  Secretary  of  Labor  to  issue  a 
report  on  whether  a  change  in  the  per- 
missible hours  of  employment  for  bat- 
boys  and  girls  would  be  detrimental  to 
their  well-being  and  whether  such  a 
change  should  be  proposed.  I  am  dis- 
appointed that  the  conferees  did  not 
agree  to  include  my  original  amend- 
ment, but  I  look  forward  to  receiving 
the  report  of  the  Secretary  of  Labor, 
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which  I  hope  will  be  timely,  reasoned, 
and  complete. 

Additionally,  I  have  written  to  the 
Secretary  of  Labor  regarding  this  im- 
portant study  and  will  ask  unanimous 
consent  that  a  copy  of  my  letter  be 
printed  in  the  Record  following  my 
statement. 

Again,  Mr.  President,  I  am  pleased 
to  support  the  conference  report  to  ac- 
company H.R.  4421.  The  Head  Start 
Program  is  one  that  we  are  all  proud 
of  and  anxious  to  have  reauthorized, 
so  that  the  good  works  can  be  contin- 
ued. I  urge  my  colleagues  to  support 
this  conference  report. 

I  ask  unanimous  consent  that  the 
letter  to  which  I  referred  be  printed  in 
the  Record. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

U.S.  Senate. 
Washington.  DC,  August  15,  1986. 
Hon.  William  E.  Brock, 
Secretary  of  Labor,    Constitution  Avenue, 
Washington,  DC. 
Dear  Bill:  As  you  struggle  with  such  seri- 
ous problems  as  youth  unemployment,  occu- 
pational safety,  labor  relations,  and  econom- 
ic dislocation  which  are  the  lot  of  a  Secre- 
tary of  Labor,  I  want  to  distract  you  for  a 
moment  to  a  more  pleasant  scene. 

Spring  is  in  the  air:  "Play  ball,"  shouts 
the  umpire;  hope  springs  eternal  in  the 
fans,  and  players  exuberantly  proclaim 
their  prowess.  Kids  flock  to  the  ball  park: 
some  into  the  stands,  the  lucky  ones  onto 
the  field  to  rub  elbows  with  the  great  (at 
least  in  their  eyes).  The  kids  in  the  stands 
stay  till  the  end  of  the  game— those  on  the 
field  must  leave  at  7  p.m.  (end  of  the  first 
inning)  or,  after  June  1,  at  9  to  ensure  that 
they  miss  the  7th  inning  stretch. 

Now  the  Labor  Department  can  take  a 
look  to  see  whether  all  this  makes  sense  be- 
cause the  Conferees  on  HR  4421  included  a 
provision  requiring  the  Secretary  of  Labor 
to  "issue  a  report  whether  a  change  in  the 
permissible  hours  of  employment  of  bat 
boys  and  girls  would  be  detrimental  to  their 
well-being  and  whether  or  not  such  a 
change  should  be  proposed." 

If  the  issue  is  looked  at  with  the  common 
sense  for  which  you  are  well  known:  and  if 
it  is  looked  at  from  the  perspective  of  the 
baseball  diamond  rather  than  the  grim 
sweatshops  photographed  by  Jacob  Riis,  the 
outcome  will  be  favorable  for  the  kids  whose 
health  and  happiness  is  our  common  con- 
cern. 

Sincerely, 

Dan  Qdayle, 
U.S.  Senator. 

Mrs.  HAWKINS.  The  conference 
report  on  H.R.  4421,  requires  that  the 
Department  of  Education  conduct  a 
study  in  order  to  compile  a  complete 
list,  by  name,  of  begirming  reading  in- 
struction programs  and  methods,  in- 
cludifg  phgnics.  It  is  to  indicate 
whether  such  programs  and  methods 
do  or  do  not  present  well  designed  in- 
struction as  recommended  in  the 
Report  of  the  Commission  on  Reading, 
"Becoming  a  Nation  of  Readers."  The 
General  Education  Provisions  Act  spe- 
cifically prohibits  the  Department  of 
Education  from  mandating  any  specif- 


ic curriculum.  Is  it  the  understanding 
of  the  chairman  that  the  intent  of  this 
provision  is  solely  to  provide  reliable 
information  that  people  can,  if  they 
wish,  put  to  use  in  various  ways? 

Mr.  STAFFORD.  Your  understand- 
ing is  correct.  This  study  is  not  intend- 
ed to  authorize  the  Department  of 
Education  to  mandate  any  specific 
reading  program.  In  implementing  the 
study,  the  Department  is  to  be  guided 
by  the  requirements  and  intent  of  sec- 
tion 432  of  the  General  Education  Pro- 
visions Act  which  provides— 

No  provision  of  any  applicable  program 
shall  be  construed  to  authorize  any  depart- 
ment, agency,  officer,  or  employee  of  the 
United  States  to  exercise  any  direction,  su- 
pervision, or  control  over  the  curriculum, 
program  of  instruction,  administration,  or 
personnel  of  any  institution,  school,  or 
school  system,  or  over  the  selection  of  li- 
brary resources,  textbooks,  or  other  printed 
or  published  instructional  materials  by  any 
educational  institution  or  school  system  .  .  . 
(20  use  1232a) 

This  study  is  in  accordance  with  the 
General  Provisions  of  the  Department 
of  Education  Organization  Act  (P.L. 
96-88).  Title  I,  section  102(4)  states 
that  one  of  the  purposes  of  the  De- 
partment of  Education  is— 
to  promote  improvements  in  the  quality  and 
usefulness  of  education  through  federally 
supported  research,  evaluation,  and  sharing 
of  information  .  .  .  (20  USC  3402). 

Mr.  HATCH.  Mr.  President,  I  would 
like  to  clarify  for  the  chairman  of  the 
Budget  Committee,  my  good  friend 
Senator  Domenici,  the  intent  of  sec- 
tion 405(a)(1)(B)  of  the  conference 
report  on  H.R.  4421,  the  Human  Serv- 
ices Reauthorization  Act  of  1986.  The 
amendment  inserting  the  words  "to 
enter  into"  before  "contracts"  is  not 
intended  to  create  new  contract  au- 
thority as  defined  in  section  401  of  the 
Congressional  Budget  Act.  The  au- 
thority of  the  Secretary  to  enter  into 
contracts  under  section  9910(a)  of  title 
42  is  intended  to  be  subject  to  appro- 
priations action. 

Mr.  DOMENICI.  I  thank  my  good 
friend  from  Utah  for  clarifying  the 
intent  of  the  conference  committee 
that  section  405(a)(1)(B)  of  the  confer- 
ence agreement  on  H.R.  4421  is  not  in- 
tended to  create  new  contract  author- 
ity. 

Mr.  ZORINSKY.  Mr.  President,  I 
would  like  to  thank  Senators  Staf- 
ford, Hawkins,  and  Hatch  for  their 
assistance  and  cooperation  in  includ- 
ing in  this  legislation  my  amendment 
requiring  a  study  of  begiiming  reading 
instruction.  A  serious  national  literacy 
effort  must  address  prevention  as  well 
as  remediation.  Making  available  in- 
formation to  improve  the  teaching  of 
reading  in  our  schools  will  be  an  im- 
portant first  step  in  that  direction. 

On  September  16,  when  the  House 
approved  the  conference  report  on 
H.R.  4421,  Congressman  Goodling 
made  a  statement  that  I  consider  to  be 
erroneous.  He  said  that  the  language 


of  the  conference  report  is  substantial- 
ly different  from  that  of  my  original 
amendment,  and  that  these  changes 
were  made  to  address  concerns  that 
the  Department  of  Education  not  be 
put  in  the  position  of  issuing  a  "stamp 
of  approval"  for  a  specific  reading  or 
other  instruction  program. 

First,  I  would  like  to  note  for  the 
Record  that  the  only  change  made  in 
my  amendment  involved  moving  a 
word  from  one  place  to  another.  It  did 
not  change  the  intent  of  the  amend- 
ment in  any  way.  Second,  I  would  like 
to  assure  Congressman  Goodling  that 
my  amendment  does  not  require  the 
Department  of  Education  to  mandate 
curriculum.  It  does  follow  up  on  two 
Department  of  Education  reports— 
"Becoming  a  Nation  of  Readers"  and 
"What  Works"— by  giving  more  specif- 
ic information  to  educators  and  par- 
ents to  help  them  make  informed  deci- 
sions on  what  reading  programs  to 
choose. 

With  billions  of  dollars  being  spent 
every  year  on  remedial  reading  pro- 
grams, I  do  not  see  how  anyone  can 
object  to  providing  this  kind  of  infor- 
mation. 

I  also  want  to  reassure  my  friend. 
Congressman  Hawkins,  that  this 
amendment  addresses  the  concerns  he 
expressed  during  the  hearing  he  so 
kindly  held  for  me  on  March  20  when 
he  said  that  the  Department  of  Educa- 
tion does  not  appear  to  be  doing 
enough  to  steer  educators  toward  the  . 
most  effective  reading  methods.  In 
this  regard,  while  the  study  would  not 
approve  or  disapprove  any  specific 
reading  programs,  some  comparisons 
are  inevitable. 

In  the  introduction  to  "What 
Works,"  Chester  E.  Finn,  Assistant 
Secretary  for  Research  and  Improve- 
ment, noted  that  "we  believe  strongly 
in  the  responsibility  of  the  Depart- 
ment of  Education  to  gather  informa- 
tion and  generate  knowledge  about 
education  in  an  efficient  and  energetic 
manner  and  then  make  that  informa- 
tion and  loiowledge  accessible  to 
people  who  might  benefit  from  them." 
This  is  precisely  what  my  amendment 
requires  the  Department  to  do. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  confer- 
ence report. 
The  conference  report  was  agreed  to. 
Mr.  HELMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
conference  report  was  agreed  to. 

Mr.  BYRD.  Mr.  President,  I  move  to 
lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  is 
agreed  to. 


D  1930 

SMALL  BUSINESS 
ADMINISTRATION  AUTHORITY 

Mr.   HELMS.  Mr.  President,   I   ask 
unanimous  consent  that  the  Senate 
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now  turn  to  the  consideration  of  H.R. 
4260,  to  continue  authority  for  the 
Small  Business  Administration,  which 
is  being  held  at  the  desk. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered.  The  clerk  will  report. 
The  legislative  clerk  read  as  follows: 
A  bill  (H.R.  4260)  to  provide  the  Small 
Business  Administration  continuing  author- 
ity to  administer  a  program  for  small  inno- 
vative firms,  and  for  other  purposes. 

The  Senate  proceeded  to  consider 
the  bill. 

Mr.  WEICKER.  Mr.  President,  I  rise 
today  to  urge  my  colleagues  to  support 
legislation  which  is  extremely  impor- 
tant to  the  Nation's  technological  base 
and  of  vital  concern  to  the  small  busi- 
ness community.  The  delegates  to  the 
White  House  Conference  on  Small 
Business  voted  as  their  16th  recom- 
mendation that  the  Congress  should 
reauthorize  their  SBIR  Program 
through  the  enactment  of  H.R.  4260. 

On  August  13,  1986,  the  House  of 
Representatives  passed,  by  a  vote  of 
421-1,  H.R.  4260,  a  bill  to  amend  the 
sunset  provision  of  the  Small  Business 
Innovation  Development  Act  of  1982, 
Public  Law  97-219.  Under  this  law, 
each  agency  with  a  research  and  devel- 
opment [R&D]  budget  of  $100  million 
or  more  is  required  to  set  aside  1.25 
percent  of  its  extramural  research 
budget  for  small  business.  The  act  is 
scheduled  to  sunset  on  September  30, 
1988;  however,  H.R.  4260  would  extend 
the  Small  Business  Innovation  Re- 
search [SBIR]  Program  to  September 
30,  1993,  and  directs  the  Comptroller 
General  to  issue  two  reports  on  the  re- 
sults of  the  SBIR  Program  to  Con- 
gress no  later  than  December  31.  1988 
and  December  31,  1991.  In  addition 
H.R.  4260  specifically  provides  that 
fimds  appropriated  to  the  Department 
of  Defense  under  category  6.6— oper- 
ational systems  development— are  to 
be  excluded  from  its  extramural  base 
for  purposes  of  calculating  its  SBIR 
Program  budget.  Given  the  success  of 
the  SBIR  Program  to  date  and  the 
widespread  support  for  its  continu- 
ation, I  urge  the  Senate  to  extend  the 
life  of  this  important  research  and  de- 
velopment program. 

LEGISLATIVE  HISTORY 

As  chairman  of  the  Small  Business 
Committee,  I  joined  with  my  very  able 
colleague.  Senator  Rusman,  chairman 
of  the  Subcommittee  on  Innovation 
and  Technology,  introduced  S.  881, 
the  Small  Business  Innovation  Re- 
search Act  of  1981  on  April  7,  1981. 
Numerous  studies  had  shown  that 
small  businesses  are  our  Nation's  most 
efficient  and  fertile  source  of  innova- 
tions, and  that  small  firms  produce 
about  24  times  as  many  innovations 
per  research  and  development  [R&D] 
dollar  as  large  firms  and  four  times  as 
many  as  medium-sized  firms.  Yet,  only 
3.5  to  4  percent  of  the  Federal  R&D 
dollar  was  awarded  to  small   firms. 


This  underutilization  of  small  busi- 
nesses in  Federal  R&D  programs  was 
especially  regrettable  when  consider- 
ing the  highly  successful  track  record 
of  small  firms  in  generating  jobs,  tax 
revenues,  and  other  economic  and  soci- 
etal benefits.  Therefore,  the  purpose 
of  the  bill  was  twofold:  first  to  more 
effectively  meet  research  and  develop- 
ment [R&D]  needs  brought  on  by  the 
utilization  of  small,  innovative  firms 
and  second,  to  attract  private  capital 
to  commercialize  the  results  of  the 
Federal  research.  Although  the  legis- 
lation passed  the  Senate  by  a  vote  of 
90-0,  it  was  the  subject  of  controversy 
in  the  House  of  Representatives. 
Seven  House  conunittees  sought  juris- 
diction of  companion  legislation,  H.R. 
4326,  and  a  series  of  hearings  were 
conducted  by  most  of  these  commit- 
tees. All  seven  committees  reported 
out  a  different  version  of  the  measure. 
The  House  Small  Business  Conunittee 
subsequently  introduced  a  clean  bill, 
H.R.  6587,  which,  after  extensive 
debate  on  the  House  floor,  passed 
Wednesday,  June  23,  1982,  by  a  vote  of 
353  to  57. 

On  July  22,  1982,  President  Reagan 
signed  into  law  the  Small  Business  In- 
novation Development  Act. 

IMPLEMENTATION  OF  THE  ACT 

Under  the  law,  each  agency  with  a 
R&D  budget  of  $100  million  or  more  is 
required  to  establish  an  SBIR  Pro- 
gram within  the  agency.  Small  busi- 
nesses are  then  invited  to  submit  pro- 
posals in  response  to  soliciations  re- 
leased by  the  various  SBIR  offices. 

There  are  12  agencies  participating 
in  the  SBIR  Program;  namely,  the  De- 
partment of  Agriculture,  the  Depart- 
ment of  Commerce,  the  Department 
of  Defense,  the  Department  of  Educa- 
tion, the  Department  of  Energy,  the 
Department  of  Health  and  Human 
Services,  the  Department  of  the  Inte- 
rior, the  Department  of  Transporta- 
tion, the  Environmental  Protection 
Agency,  the  National  Aeronautics  and 
Space  Administration,  the  National 
Science  Foundation,  and  the  Nuclear 
Regulatory  Commission. 

Funding  for  the  SBIR  Program  is 
mandated  by  the  act  to  be  a  percent- 
age of  each  agency's  extramural  R&D 
budget.  In  fiscal  year  1983,  each 
agency  was  required  to  set  aside  0.2 
percent  of  its  extramural  R&D 
budget,  0.6  percent  for  fiscal  year 
1984,  1.0  percent  for  fiscal  year  1985, 
and  1.25  percent  for  each  fiscal  year 
thereafter.  DOD.  however,  was  al- 
lowed 5  years  to  reach  the  1.25  percent 
funding  level. 

The  program  is  divided  into  three 
phases.  In  phase  I  small  businesses 
can  receive  up  to  $50,000  for  a  R&D 
proposal  which  has  scientific  and  tech- 
nical merit.  In  phase  II  recipients  of 
phase  I  awards  can  receive  up  to 
$500,000  over  a  2-year  period  to  fur- 
ther develop  a  proposal  which  has 
demonstrated  significant  scientific  and 
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technical  merit.  The  third  phase  pur- 
sues the  commercial  application  of  the 
R&D,  and  may  involve  non-SBIR 
funded  production  contracts  with  a 
Federal  agency  or  private  sector  fi- 
nancing. 

Approximately,  $356  million  in  R&D 
funding  have  been  awarded  to  small, 
innovative  firms  for  phase  I  and  phase 
II  experimentation.  Award  winners 
have  represented  46  States  and  the 
District  of  Columbia,  and  the  distribu- 
tion of  R&D  proposals  have  fallen 
within  the  following  areas  of  technolo- 
gy: Computer,  information  processing 
and  analysis;  electronics;  materials; 
mechanical  performance  of  vehicle 
weapons  facilities;  energy  conversion 
and  use;  environment  and  natural  re- 
sources, and  life  sciences. 

In  fiscal  year  1985,  the  Small  Busi- 
ness Administration's  Office  of  Inno- 
vation, Research  and  Technology 
[OIR&T],  which  is  primarily  responsi- 
ble for  monitoring  the  agencies'  imple- 
mentation of  the  SBIR  Program, 
began  the  operation  of  its  commercial- 
ization matching  system  [CMS]  link- 
ing SBIR  awardees  with  potential 
sources  of  capital  (venture  capitalists 
and  larger  corporations).  CMS  was  de- 
veloped to  support  a  basic  aim  of  the 
SBIR  Program:  The  conversion  of 
R&D  results  into  commercial  applica- 
tions and  products  through  the  use  of 
non-Federal  sources  of  capital.  Both 
SBIR  awardees  and  direct  sources  of 
capital  are  eligible  to  use  the  comput- 
er search  capabilities  of  CMS  to  re- 
ceive information  about  one  another. 

According  to  the  staff  of  OIR&T, 
the  data  base  presently  contains  infor- 
mation on  over  3,200  SBIR  projects 
and  520  sources  of  capital,  evenly  di- 
vided between  venture  capital  firms 
and  large  corporations.  To  date,  CMS 
has  been  used  by  325  SBIR  awardees, 
110  large  corporations  and  60  venture 
capital  companies. 

COMMITTEE'S  OVERSIGHT  OF  ACT 

The  agencies  and  the  small  business 
community  have  been  extremely  sup- 
portive of  the  SBIR  Program.  Senator 
RuDMAN,  chairman  of  the  Subcommit- 
tee on  Innovation  and  Technology  and 
the  original  author  of  the  legislation, 
conducted  two  oversight  hearings  in 
March  of  this  year.  Of  particular  in- 
terest to  the  subcommittee  was  the  ex- 
amination of  the  phase  II  component 
of  the  program.  Because  one  of  the  ob- 
jectives of  the  act  is  to  increase  private 
sector  commercialization  of  innovation 
derived  from  Federal  R&D,  an  exami- 
nation of  some  of  the  phase  II  results 
would  provide  the  subcommittee  with 
a  preview  of  the  kinds  of  proposals 
being  funded  by  the  program.  During 
these  hearings,  representatives  from 
the  agencies,  the  small  business  com- 
munity and  State  governments  testi- 
fied before  the  subcommittee  regard- 
ing their  experiences  with  the  SBIR 
Program. 
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The  first  hearing  was  held  in  Merri- 
mack, NH  on  March  3,  1986.  One  of 

the  small  firms  that  has  won  multiple 
awards  from  various  agencies  is  Creare 
of  New  Hampshire.  Creare  is  a  me- 
chanical engineering  service  company 
and  computer  software  products  com- 
pany dedicated  to  technological  ad- 
vances in  a  variety  of  mechanical  engi- 
neering areas.  Dr.  James  A.  Block, 
president  of  Creare,  informed  the  sub- 
committee of  one  of  the  firms  com- 
pleted phase  II  projects  which  is  near 
conmiercialization: 

I  would  like  to  give  an  example  of  how  the 
SBIR  Program  has  benefited  us  and  talk 
about  one  of  the  phase  2  projects  we  have 
recently  completed.  This  was  a  project  per- 
formed for  the  Department  of  Energy  to  de- 
velop a  very  unique  pump  which  would 
pump  cryogenic  fluid,  basically  pump  or 
compress  very  cold  helium. 

The  basic  device  has  a  number  of  applica- 
tions, including  magnetic  refrigerators  for 
space,  transfer  of  hydrogen  in  space  for 
NASA,  and  the  specific  DOE  application 
which  involved  cooling  of  super-conducting 
magnets  for  high  energy  physics  experi- 
ments. 

We  developed  a  unique  pump  which  is  ex- 
tremely reliable,  which  has  a  long  life,  low 
maintenance  and,  most  importantly,  is  non- 
contaminating  of  the  helium.  We  did  this  by 
hermetically  sealing  the  pump  unit  and 
using  the  cryogen  itself  for  lubricating  the 
bearings. 

FERMI  lab  is  a  laboratory  in  Illinois 
which  was  the  United  States  largest  super- 
conducting magnet  facility  to  accelerate 
particles  to  very  high  velocities  for  basic  re- 
search. They  have  an  in  place  investment  in 
these  magnets  of  over  $1  billion.  The  hope 
is  and  our  expectation  is  that  by  putting  a 
number  of  these  pumps  we  have  developed 
around  their  loop  of  magnets,  they  can 
achieve  a  25  percent  increase  in  the  energy 
levels  available  at  this  facility  which  will 
provide  a  very  cost  effective  way  of  mani- 
taining  the  U.S.  leadership  in  high  energy 
physics. 

At  the  March  23  hearing  in  Wash- 
ington, DC,  Dr.  Ernest  L.  Koerner, 
president  of  Techrad,  Inc.  of  Oklaho- 
ma, testified  to  the  objective  of  his 
firm's  innovation  entitled  "Pilot  Plant 
Investigation  of  Coal-Wood-Pellets  as 
an  Industrial  Fuel  Source",  which  re- 
ceived phase  I  and  phase  II  funding 
from  the  Department  of  Energy: 

There  are  several  important  benefits  that 
can  be  derived  from  the  successful  applica- 
tion of  the  proposed  technology.  The  most 
important  benefit  to  be  derived  from  this 
effort  is  that  it  would  utilize  coal  and  wood 
wastes  as  an  industrial  fuel.  Coal  fines  and 
sawdust  are  now  largely  wasted  natural  re- 
sources because  of  technology  to  put  them 
into  a  marketable  form.  The  available  large 
tonnages  of  these  wastes  provide  private  en- 
terprise with  profit-making  opportunities 
and,  at  the  same  time,  allow  certain  indus- 
tries to  stebilize  their  energy  bills  with 
lower-cost  fuel.  The  utilization  of  coal  fines 
derived  from  secondary  recovery  operation 
offers  the  potential  to  conserve  an  equiva- 
lent amount  of  virgin  coal  for  future  genera- 
tions. In  addition,  by  furnishing  a  cheaper 
fuel  source  than  oil  and  gas,  these  natural 
resources  are  also  reserved  for  future  use.  It 
•  is  especially  important  at  this  time  to  re- 


place as  much  oil  usage  as  possible  to  reduce 
the  Nation's  dependence  on  imported  oil. 

Another  interesting  innovation  de- 
veloped under  the  program  is  that  of 
David  Franklin,  who  is  president  of 
Audiological  Engineering  Corp.  in 
Massachusetts.  Mr.  FYanklin's  firm 
has  received  phase  I  and  phase  II 
funding  from  the  National  Institutes 
of  Health  for  the  firm's  development 
of  wearable  tactile  aids  for  the  pro- 
foundly deaf.  According  to  Mr.  Frank- 
lin, audiological  engineering  is  one  of 
two  domestic  firms  and  one  of  six 
worldwide  to  have  developed  this  hear- 
ing device,  both  of  which  have  re- 
ceived SBIR  funding.  Mr.  Franklin 
shared  with  members  of  the  subcom- 
mittee how  the  program  has  benefited 
the  firm's  work  in  this  area: 

Because  of  this  relatively  small  market  po- 
tential, it  is  highly  unlikely  that  sufficient 
research  and  development  funds  could  have 
been  found  without  the  SBIR  Program. 
Without  the  continued  support  of  the  SBIR 
Program  it  is  equally  doubtful  that  the  tac- 
tile technology  will  be  able  to  attain  its  full 
potential. 

In  my  mind  it  is  very  important  to  address 
the  trend  of  todays  society  towards  invasive 
treatment  of  human  ills.  The  treatment  of 
profound  deafness  by  noninvasive  tactile 
methods  is  an  attractive  and  inexpensive  al- 
ternative to  Cochlear  implants  which  are 
both  invasive  and  expensive. 

One  of  the  most  rewarding  aspects  of  this 
work  has  been  feedback  from  teachers  and 
parents  of  profoundly  deaf  children.  They 
have  consistently  reported  significant  im- 
provements in  previously  unresponsive  chil- 
dren as  to  speech  quality  and  frequency,  re- 
sponses to  environmental  sounds  and  an 
awakening  of  interest  in  lip  reading,  signing 
and  social  interaction. 

Formal  studies  with  two  children,  Megan 
(from  29  months  to  44  months),  and  Tabi- 
tha  (from  33  months  to  43  months)  have 
shown  remarkable  results.  The  older  child. 
(Tabitha.  now  12  years  old),  is  main- 
streamed,  completely  successful  academical- 
ly, and  a  social  leader  among  her  hearing 
peers.  This  is  a  very  unusual  outcome  for  a 
profoundly  deaf  child. 

The  other  child,  Megan,  now  5.  is  showing 
language  acquisition  rates,  both  receptive 
and  expressive,  that  fully  match  those  dem- 
onstrated by  Tabitha.  Megan  was  the  sub- 
ject of  a  nationally  shown  TV  special  on 
PBS  (New  Tech  Times). 

In  response  to  a  question  posed  by 
Senator  Kerry,  Mr.  Franklin  sUted 
that  about  400  to  500  children  are 
using  this  tactile  aid.  He  also  testified 
the  potential  savings  from  the  use  of 
the  aid  by  this  group  would  be  10 
times  more  than  the  $500,000  that  will 
be  spent  over  a  20-year  period  to  main- 
stream them  in  society. 

Mr.  President,  these  are  just  a  few 
examples  of  some  of  the  innovations 
being  funded,  all  of  which  would  have 
never  been  realized  absent  the  SBIR 
Program.  While  4t  is  too  early  to  pre- 
dict the  overall  impact  the  program 
will  have  on  the  economy  since  most 
of  the  innovations  can  take  anywhere 
from  4  to  19  years  to  reach  commer- 
cialization, we  are  confident  that  these 
and  other  small  business  irmovations 
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will  make  a  vital  contribution  to  this 
National's  technological  base. 

Mr.  President,  because  another  ob- 
jective of  the  program  is  to  strengthen 
the  role  of  small  business  at  meeting 
Federal  R&D  needs,  each  of  the  12 
agencies  participating  in  the  program 
were  also  asked  to  submit  testimony 
on  their  second  year  results  under  the 
program.  Members  of  the  subcommit- 
tee were  particularly  interested  in  re- 
ceiving the  agencies  comments  to 
assess  how  small  firms  are  responding 
to  their  individual  R&D  needs. 

Mr.  President,  it  is  also  important  to 
note  that  during  the  1981  hearings 
and  since  the  inception  of  the  SBIR 
Program,  opponents  of  the  program 
have  questioned  the  capability  of 
small  firms  to  do  the  kind  of  research 
performed  by  the  more  traditional 
sources  participating  in  Federal  R&D 
programs;  even  a  top  science  and  tech- 
nology advisor  to  the  White  House  was 
quoted  as  saying,  and  I  quote,  "the 
SBIR  Program  is  like  throwing  money 
down  a  rat  hole.''  Skeptics  have  also 
suggested  that  the  set-aside  would 
force  a  "suboptimal  allocation  of  re- 
sources". However,  testimony  our  com- 
mittee received  from  top  Federal  re- 
search agencies  dismiss  this  concern. 
Dr.  William  F.  Raub,  director.  Office 
of  Extramural  Research  and  Training. 
National  Institutes  of  Health,  made 
the  following  statement  concerning 
the  SBIR  Program: 

Having  described  our  first  3  years'  experi- 
ence with  the  SBIR  Program,  we  would  like 
to  bring  the  sulx:ommittee  up  to  date  on  an 
issue  that  has  been  the  subject  of  some  in- 
terest and  speculation:  the  quality  of  the  re- 
search funded  by  the  DHHS  and  particular- 
ly the  NIH  SBIR  Program.  In  fiscal  year 
1984.  the  second  year  of  the  program,  the 
NIH  SBIR  set-aside  funds  more  than  tripled 
from  the  previous  year,  going  from  $6.07 
million  to  $20.7  million.  That  year  the 
number  of  grant  applications  submitted  to 
NIH  did  not  triple.  Consequently,  in  a  few 
institutes  at  NIH.  specifically  the  National 
Cancer  Institute  [NCI],  all  approved  grant 
applications,  regardless  of  score,  were 
funded.  This  led  to  the  well  publicized  case 
of  a  grant  application  with  a  score  of  349 
that  was  funded  by  NCI.  (priority  scores 
range  from  100  to  500.  One  hundred  denotes 
the  highest  and  500  the  lowest  scientific 
merit  of  an  application  recommended  for 
approval).  Since  then  the  quality  of  SBIR 
applications  has  improved  significantly  as 
the  numbers  have  continued  to  grow.  The 
SBIR  mean  score  of  250  compares  favorably 
with  the  mean  score  of  227  for  NIH  regular 
research  grant  applications.  While  the  aver- 
age quality  of  SBIR  grant  awards,  as  reflect- 
ed strictly  by  score,  appears  to  be  slightly 
lower  than  that  of  our  regular  grants,  last 
year  some  institutes,  e.g..  the  National  Eye 
Institute,  the  National  Institute  of  Child 
Health  and  Human  Development  and  even 
the  National  Cancer  Institute,  funded  SBIR 
applications  with  scores  essentially  equiva- 
lent to  those  funded  in  theu-  regular  re- 
search grants  program.  Thus  we  are  confi- 
dent that  the  quality  gap  between  NIH 
SBIR  awards  and  traditional  project  grants 
is  proving  to  be  evanescent. 
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Another  agency  that  echoed  the 
same  sentiments  was  made  by  NASA: 

Since  the  enactment  of  the  SBIR  statute, 
NASA  management  and  researchers  have 
developed  a  strong  support  of  and  enthusi- 
asm for  the  program.  NASA  has  found  that 
a  great  number  of  new  and  attractive  ap- 
proaches to  problems  and  opportunities 
identified  in  the  program  solicitation  have 
been  offered  by  a  large  number  of  innova- 
tive small  firms.  Most  of  these  ideas  has  not 
previously  been  volunteered  to  NASA  by 
those  firms,  and  possibly  would  never  have 
been  In  the  normal  course  of  events.  The 
SBIR  opportunity  and  stimulus  made  it  pos- 
sible for  many  of  these  ideas  to  reach 
NASA's  attention  and  to  be  funded.  Of 
course,  a  number  of  the  proposals  received 
the  first  year  and  in  subsequent  years  were 
Judged  not  to  have  great  merit:  neverthe- 
less, we  were  greatly  pleased  with  high  inci- 
dence of  high-quality,  thoughtfully-devel- 
oped R&D  proposals. 

One  conclusion,  based  on  3  years  of  expe- 
rience in  the  program,  is  that  the  SBIR 
phase  I-phase  II  approach  and  program 
management  philosophy  have  provided  a 
very  cost-effective  means  for  exploring  new 
ideas  rather  quickly.  The  rapid  response  ca- 
pability of  our  SBIR  firms  and  their  gener- 
ally high  motivation  and  skill  levels  have 
proved  to  be  genuine  assets  in  our  overall 
program.  SBIR  contract  efforts  are  now 
viewed  as  an  integral  and  important  ele- 
ment of  the  overall  NASA  R&D  Program, 
albeit  comprising  a  relatively  small  total  in- 
crement. Among  the  SBIR  projects  are  the 
development  of  new  analytical  methods,  de- 
signs, software,  and  hardware  for  direct  use 
by  NASA  in  our  total  R&D  and  operational 
program  activities. 

Mr.  President,  these  comments  are 
neither  peculiar  to  NIH  nor  NASA. 
The  remaining  10  agencies  also  sub- 
mited  similar  comments  as  well  as 
voiced  their  staunch  support  of  the 
program. 

In  addition  State  officials  from  New 
York  and  Pennsylvania  testified  that 
their  States  have  either  established  or 
are  in  the  process  of  developing  a  pro- 
totype to  the  Federal  model,  as  a 
method  of  fostering  economic  develop- 
ment at  the  local  level.  New  York  has 
done  just  that.  On  July  19,  1984,  the 
New  York  State  Small  Business  Inno- 
vation Research  Promotion  Act  was 
passed  and  signed  into  law  by  Gover- 
nor Cuomo.  The  legislative  intent  sec- 
tion of  the  statute  best  summarizes 
the  reasons  behind  New  York's  SBIR 
program: 

The  legislature  finds  and  declares  that  it 
is  in  the  best  interest  of  the  State  to  in- 
crease participation  by  New  York  small 
businesses  in  the  Federal  Small  Business  In- 
novation Research  Program  and  to  assist 
New  York  small  businesses  in  becoming 
SBIR  phase  II  grant  recipients.  Small  tech- 
nology-based firms  are  the  source  of  ap- 
proximately one-half  of  our  Nation's  major 
innovations.  By  implementing  a  promotion 
and  matching  State  program  in  this  legisla- 
tion, the  State  can  encourage  the  formation, 
growth  and  development  of  small,  innova- 
tive high  technology  companies  in  the  SUte 
and  contemporaneously  stimulate  high  risk 
or  advanced  technology  research  and  devel- 
opment by  New  York  small  businesses 
which  potentially  could  lead  to  commercial- 
ization of  new  products  and  processes.  Such 


a  program  which  encourages  existing  high 
technology  companies  to  remain  and 
expand  in  New  York  creates  expanded  em- 
ployment opportunities  and  assists  in  the 
growth  and  development  of  the  economy  of 
New  York. 

Mr.  President,  approximately,  nine 
oversight  hearings  were  held  on  the 
SBIR  Program  in  fiscal  year  1986  be- 
tween the  Senate  and  House  Small 
Business  Committees.  All  the  testimo- 
ny, be  it  from  representatives  from  the 
agencies,  small  business  community  or 
State  officials,  was  highly  supportive 
of  the  program,  and  is  a  matter  of 
record. 

Consequently,  my  good  friend,  Con- 
gressman Mavroules,  introduced  H.R. 
4260,  a  bill  to  make  the  SBIR  Program 
permanent.  This  measure  also  provid- 
ed that  the  Department  of  Defense 
could  exclude  from  its  base  funds  ap- 
propriated under  category  6.6— oper- 
ational systems— for  purpose  of  calcu- 
lating its  SBIR  budget. 

After  H.R.  4260  was  favorably  re- 
ported out  of  the  House  Small  Busi- 
ness Committee,  it  was  sequentially  re- 
ferred to  six  House  committees  which 
held  hearings  on  the  bill  in  July.  Pour 
of  the  six  committees  reported  out 
H.R.  4260  favorably  without  an 
amendment.  The  Committee  on  Sci- 
ence and  Technology  also  voted  to 
make  the  program  permanent,  but 
amended  the  bill  by  requiring  the 
Comptroller  General  to  issue  a  report 
on  the  results  of  the  SBIR  Program  to 
Congress  in  1995.  The  Committee  on 
Energy  and  Commerce,  however, 
amended  the  measure  by  only  extend- 
ing the  SBIR  Program  5  years.  A  com- 
promise was  subsequently  reached  by 
the  aforementioned  committees  in 
conjunction  with  the  Small  Business 
Committee  to  support  the  5-year  ex- 
tension, the  DOD  exclusion  and  the  is- 
suance of  two  Comptroller  General  je- 
ports  by  December  1993  and  1995  in 
exchange  for  the  bill  being  placed  on 
the  suspension  calendar  prior  to  the 
Labor  Day  recess.  H.R.  4260  passed 
the  House  of  Representatives  by  a 
vote  of  421  to  1  on  August  13. 

Mr.  President,  the  record  is  clear 
that  the  program  has  surpassed  every- 
one's expectations,  while  enhancing 
and  not  jeopardizing  the  research  mis- 
sions of  the  individual  agencies.  If  ever 
there  was  a  time  when  new  ideas  and 
new  ways  of  doing  things  were  needed, 
that  time  is  now.  The  SBIR  Program 
has  provided  a  unique  opportunity  for 
the  Federal  Government  to  tap  the 
creative  and  entrepreneurial  spirit  of 
small  businesses  that  has  made  this 
Nation  great. 

Mr.  President,  I  would  like  to  take 
this  opportunity  to  again  conunend 
Senator  Rudbian  and  our  distinguished 
colleagues  in  the  House  for  their  ef- 
forts in  closely  monitoring  the  imple- 
mentation of  the  program.  Without 
their  enthusiastic  advocacy  and  relent- 
less commitment  to  this  program,  the 
iimovative  potential  of  the  small  busi- 
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ness  community  may  have  never  been 
tapped  or  properly  tested  by  the  Fed- 
eral Government. 

In  conclusion  Mr.  President,  I 
strongly  urge  my  colleagues  to  support 
passage  of  H.R.  4260. 

Mr.  RUDMAN.  Mr.  President.  I  rise 
to  express  my  strong  support  for  H.R. 
4260.  legislation  to  extend  the  Small 
Business  Innovation  Research  [SBIR] 
Program  authorized  by  the  Small 
Business  Irmovation  Development  Act 
of  1982. 

By  way  of  background,  in  April  1981 
I  introduced  S.  881,  the  Small  Business 
Innovation  Research  Act.  along  with 
Senator  Weicker  and  others.  This  leg- 
islation was  eventually  signed  into  law 
by  President  Reagan  on  July  22.  1982. 
thereby  becoming  Public  Law  97-219. 
The  law  was  designed  to  address  some 
very  real  problems  facing  the  Nation: 
the  loss  by  the  United  States  of  its 
world  leadership  position  in  the  fields 
of  innovation  and  technology  advance- 
ment; the  need  to  stimulate  the  job 
production  capabilities  of  the  private 
sector;  and  the  need  to  ensure  the 
greatest  return  for  Federal  research 
and  development  [R&D]  investment 
at  a  time  of  mounting  Federal  deficits. 
Our  legislation  sought  to  address 
these  problems  by  using  small  business 
to  meet  Federal  research  and  develop- 
ment needs. 

Under  the  SBIR  Program,  all  Gov- 
ernment agencies  with  a  research  and 
development  budget  in  excess  of  $100 
million  are  required  to  establish  an 
SBIR  Program  within  the  agency. 
Small  businesses  are  then  invited  to 
submit  innovative  proposals  in  rep- 
sonse  to  broad  categories  of  research 
topics  selected  by  the  SBIR  office  in 
each  agency.  The  act  requires  that  a 
small  percentage  of  an  agency's  R&D 
budget  be  devoted  to  the  SBIR  Pro- 
gram. When  fully  phased  in,  that  per- 
centage is  1.25  percent.  Agencies  with 
R&D  budgets  in  excess  of  $20  million 
must  establish  small  business  goals. 

The  SBIR  Program  sets  out  three 
phases  to  accomplish  its  goals.  Under 
phase  I,  awards  of  up  to  $50,000  are 
made  to  small  businesses  to  develop 
proposals  which  demonstrate  excep- 
tional technical  or  scientific  merit. 
Under  phase  II.  promising  projects  de- 
veloped under  phase  I  may  compete 
for  awards  of  up  to  $500,000  to  permit 
their  further  development.  Finally, 
phase  III  encourages  the  commercial 
application  of  R&D  activities  and  may 
involve  non-SBIR  fimded  production 
contracts  with  Federal  agencies  or  the 
private  sector. 

H.R.  4260.  which  was  approved  by 
the  House  of  Representatives  on 
August  13.  1986  by  an  overwhelming 
vote  of  421  to  1.  would  extend  the 
SBIR  Program  for  5  years  to  Septem- 
ber 30.  1993.  So  as  to  ensure  that  there 
is  ample  information  on  which  to  ana- 
lyze the  law's  success,  the  biU  calls  for 
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a  GAO  report  evaluating  the  SBIR 
Program  by  December  31,  1988,  with 
another  report  to  be  submitted  by  De- 
cember 31, 1991. 

Mr.  President,  the  bill  also  includes 
a  provision  to  permit  the  Defense  De- 
partment to  exclude  the  operational 
systems  development  funds  from  the 
SBIR  Program.  These  are  funds  for 
programs  under  development  that 
have  not  been  approved  for  produc- 
tion, as  well  as  certain  other  funds  for 
DOD  programs  luider  production.  It  is 
argued  that  the  introduction  of  new 
suppliers  into  this  program  might  be 
more  expensive  and  cause  delays  in 
the  availability  of  updated  defense  sys- 
tems. Frankly,  I  am  opposed  to  this 
provision.  In  my  view,  the  small  busi- 
ness community  has  demonstrated  its 
ability  to  meet  our  national  needs  in 
an  efficient  and  effective  manner. 
However,  in  order  to  secure  passage  of 
this  important  legislation,  I  am  willing 
to  accept  this  amendment  which  was 
added  by  the  other  body. 

Mr.  President,  while  it  is  too  early  to 
fully  access  the  impact  of  the  law,  the 
record  to  date  indicates  that  the  pro- 
gram has  clearly  been  successful. 
SBIR  programs  were  established  in  12 
Federal  agencies.  Another  six  agencies 
with  R&D  budgets  in  excess  of  $20 
million  have  established  small  busi- 
ness goals  pursuant  to  the  acts  re- 
quirements. Over  27,000  proposals 
have  been  submitted  by  small  high- 
technology  firms  and  close  to  4,000 
phase  I  and  II  awards  have  been  made. 
The  Small  Business  Administration 
last  year  began  the  operation  of  its 
commercialization  matching  system 
[CMS]  to  link  SBIR  projects  with  po- 
tential private  sector  investors. 

Although  the  first  phase  II  projects 
are  only  now  being  completed,  the  pre- 
liminary results  of  a  survey  of  the 
predecessor  National  Science  Founda- 
tion and  Defense  Department  pro- 
grams found  that  34  percent  of  the 
projects  received  subsequent  outside 
financing,  amoimting  to  twice  the 
dollar  amount  of  the  SBIR  awards. 
Certainly,  a  major  objective  of  the  act 
is  to  encourage  commercialization  of 
innovative  proposals  developed  imder 
SBIR  funding.  The  evidence  indicates 
that  this  objective  is  being  and  will  be 
met. 

Earlier  this  year,  the  Small  Business 
Committee  held  two  hearings  to  exam- 
ine the  progress  made  under  the  SBIR 
Program.  One  hearing  was  held  in  my 
home  State  of  New  Hampshire,  and 
the  other  was  held  in  Washington, 
DC.  At  these  hearings,  the  committee 
received  testimony  from  SBIR  partici- 
pants, small  business  representatives, 
State  and  local  officials,  and  Federal 
agencies.  I  believe  that  the  record  es- 
tablished at  these  hearings,  as  well  as 
at  hearings  held  by  the  House  of  Rep- 
resentatives, fully  supports  the  pur- 
pose of  H.R.  4260,  namely,  to  extend 
the  law  for  another  5  years.  To  use 


one  example,  the  statement  we  re- 
ceived from  Erich  Bloch,  Director  of 
the  National  Science  Foundation,  con- 
cluded that: 

SBIR  is  funding  cutting  edge  research  in 
key  high  risk  areas  that  often  only  the  gov- 
ernment can  support.  It  is  an  opportunity 
for  researchers  with  high  risk  ideas  from 
small  firms  with  strong  R&D  capabilities  to 
work  effectively  with  universities,  industry 
and  venture  capital  firms  to  promote  the 
economic  competitiveness  and  technological 
innovation  that  for  so  long  has  been  the 
backbone  of  our  industrial  capabilities. 

I  might  also  point  out  that  extension 
of  the  SBIR  Program  was  one  of  the 
major  priorities  of  the  1986  White 
House  Conference  on  Small  Business. 

In  conclusion,  let  me  say  that  I  be- 
lieve that  this  legislation,  by  encourag- 
ing small  business  involvement  in 
technological  irmovation,  will  provide 
enormous  benefits  to  the  Nation  and 
promote  our  world  leadership  in  these 
areas.  According  to  various  studies 
small  business  is  essential  to  our  re- 
search and  development  efforts:  Small 
firms  produce  about  twice  as  many  sig- 
nificant innovations  per  employee  as 
large  firms;  small  firms  had  a  new 
product  for  every  $10  million  of  net 
sales,  or  7.8  times  the  rate  for  all 
firms;  small  business'  relative  contri- 
bution to  employment  growth  in  high 
technology  is  twice  that  of  large  busi- 
ness. Indeed,  small  business  is  the  key 
to  our  Nation's  economic  strength.  I 
urge  my  colleagues  to  act  favorably  on 
this  measure. 

Mr.  BUMPERS.  Mr.  President,  I  am 
pleased  to  join  a  number  of  my  col- 
leagues in  support  of  H.R.  4260,  a  bill 
of  tremendous  importance  to  Ameri- 
ca's small  entrepreneurial  firms.  This 
legislation  will  extend  the  Small  Busi- 
ness Innovation  Research  [SBIR]  Pro- 
gram as  authorized  by  the  Small  Busi- 
ness Innovation  Development  Act  of 
1982,  Public  Law  97-219.  I  particularly 
want  to  commend  the  leadership  of 
my  distinguished  colleague  from  New 
Hampshire,  Senator  Rudman.  Under 
the  statute  the  SBIR  Program  is 
schedule  to  be  sunsetted  on  October  5, 
1988.  H.R.  4260  will  keep  this  impor- 
tant program  in  business  for  an  addi- 
tional 5  years,  imtil  October  5,  1993.  In 
addition,  it  will  clarify  the  definition 
of  extramural  research  and  develop- 
ment budget  as  it  applies  to  projects 
already  in  production  or  approved  for 
production  at  the  Department  of  De- 
fense. 

For  a  number  of  years  both  the 
House  and  Senate  Small  Business 
Committees  have  studied  the  problem 
of  declining  irmovation  in  this  country 
and  why  the  United  States  has  fallen 
from  first  to  last  place  among  major 
industrialized  nations  in  the  rate  of  in- 
novation and  productivity  increase.  In 
response,  the  Small  Business  Innova- 
tion and  Development  Act  was  enacted 
in  1982  to  require  all  Government 
agencies  with  extramural  research  and 
development  budgets  in  excess  of  $100 


million  to  establish  a  SBIR  Program 
patterned  after  the  highly  successful 
pilot  program  initiated  by  the  Nation- 
al Science  Fotmdation  in  1977.  That 
program  invites  small  business  to 
submit  innovative  proposals  in  re- 
sponse to  a  wide  variety  of  research 
topics  selected  by  the  agency.  Re- 
sponding businesses  that  offer  excep- 
tional innovative  ideas  compete  for 
phase  I  awards  of  up  to  $50,000. 
Projects  that  show  continuing  promise 
upon  completion  compete  for  phase  II 
awards  of  up  to  $500,000.  Phase  III  in- 
volves followup  funding  by  private 
sources  and  possibly  an  extended  con- 
tract with  the  agency. 

The  SBIR  Program  has  been  im- 
mensely successful,  with  competition 
for  the  agency  coiicracts  exceeding  all 
expectations.  The  quality  of  research 
has  improved  each  year.  Innovative 
ideas  and  technology  has  emerged 
from  small  firms  which  might  never 
have  made  it  through  the  bureaucratic 
range  of  America's  corporate  grants. 
The  legislation  was  needed  to  increase 
the  opportimities  for  small  business  to 
participate  in  Federal  R&D  progrrams 
which  traditionally  worked  only  with 
large  concerns.  Small  busineses  consti- 
tute 99  percent  of  all  business  estab- 
lishments in  the  country,  employ  the 
majority  of  the  Nation's  work  force, 
and  contribute  approximately  45  per- 
cent to  the  gross  national  product. 
Small  businesses  are  also  leaders  in  in- 
novation and  job  creation,  producing, 
in  most  recent  years,  80  percent  of  all 
net,  new  jobs.  Studies  show  that  small 
firms  are  more  than  twice  as  innova- 
tive per  employee  as  large  businesses. 
The  SBIR  Program  recognizes  these 
facts  and  is  precisely  the  type  of  pro- 
gram needed  to  reverse  the  decline  in 
innovation  which  hinders  American 
productivity  and  threatens  our  com- 
petitiveness with  the  rest  of  the  world. 
Mr.  President,  an  important  fact  to 
note  is  that  quality  standards  have  not 
been  compromised  by  introducing 
small  business  into  the  Federal  R&D 
field.  Each  agency  involved  in  the  pro- 
gram has  noted  that  SBIR  proposals 
are  of  excellent  quality,  whether  they 
are  high-technology  projects  dealing 
with  radioactive  and  other  hazardous 
materials,  or  are  projects  dealing  with 
food  storage  for  grocery  stores. 

Although  the  SBIR  Program  does 
not  expire  until  1988.  it  is  necessary  to 
provide  reauthorization  to  ensm-e  the 
continuity  of  agency  phase  I  and 
phase  II  solicitation,  and  to  guard 
against  the  possibility  of  substantial 
disruption  in  planning  future  agency 
R&D  efforts.  The  House  of  Represent- 
atives has  seen  fit  to  get  an  early  start 
on  the  reauthorization  process,  and  I 
commend  them  for  it. 

Mr.  President,  while  a  diversity  of 
small  firms  have  benefited  from  this 
program.  I  would  like  to  note  that 
there  appear  to  be  some  significant 
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disparities  across  the  country  in  the 
awarding  process  that  call  for  exami- 
nation. The  distribution  of  awards  is, 
as  expected,  sliewed  toward  the  more 
populous  States  and  those  with  sub- 
stantial "hi-tech"  bases.  Massachu- 
setts and  California  collectively  took 
40  percent  of  all  awards  with  compara- 
tively minimal  representation  of  small 
businesses  in  other  regions  of  the 
country. 

In  my  State,  there  have  only  been 
two  phase  I  SBIR  awards,  and  one  of 
these  was  not  renewed.  There  have, 
however,  been  other  applications— I 
recall  one  particularly  in  the  Energy 
Department— which  I  believed  to  have 
merit.  This  would  indicate  that  many 
technically  competent  firms,  particu- 
larly those  located  in  the  rural  States, 
which  are  qualified  to  participate  in 
the  SBIR  Program  are  not  doing  so. 
Certainly,  there  must  be  public  aware- 
ness of  the  SBIR  Program  in  order  to 
attract  applicants,  and  I  pledge  to  do 
everything  possible  to  improve  public 
knowledge  about  the  SBIR  Program. 
By  choice  or  circumstance  these  firms 
are  effectively  closed  out  of  the  proc- 
ess. Efforts  by  the  SBA  and  the  agen- 
cies to  reach  inventors  and  innovative 
businesses  in  the  other  States  also 
need  to  be  carefully  examined. 

Mr.  President,  the  purposes  of  the 
Small  Business  Development  Act  of 
1982,  to  stimulate  technological  inno- 
vation, to  use  small  business  to  meet 
Federal  research  and  development 
needs,  to  foster  and  encourage  partici- 
pation by  minority  and  disadvantaged 
persons  in  technological  innovation, 
and  to  increase  private  sector  commer- 
cialization of  iimovation  derived  from 
Federal  research  and  development, 
have  all  been  achieved  by  the  SBIR 
Program.  In  addition,  the  economic 
benefits  derived  from  small  business 
iimovation,  such  as  new  jobs  and  a  re- 
newed international  competitiveness, 
are  being  realized  without  adverse 
impact  on  the  Federal  budget.  Mr. 
President,  the  SBIR  should  be  contin- 
ued so  that  ongoing  projects  can  be 
continued  and  future  small  business 
innovators  can  be  given  the  chance  to 
introduce  their  inventions  to  the 
world. 

Mr.  KERRY.  Mr.  President,  last 
week  I  joined  with  several  of  my 
Democratic  Senate  colleagues  in  pre- 
senting a  report  highlighting  the  need 
for  a  national  effort  to  improve  U.S. 
economic  competitiveness.  Our  report, 
and  the  package  of  legislation  we  filed, 
placed  particular  priority  on  the  need 
to  upgrade  our  efforts  to  support  re- 
search, technology,  and  iimovation. 

I  am  pleased  to  support  H.R.  4260, 
the  Small  Business  Innovation  Reser- 
ach  Program  reauthorization,  because 
it  is  a  proven  and  successful  means  to 
help  accomplish  the  goal  of  improved 
U.S.  economic  competitiveness.  I  think 
that  we  can  be  very  proud  of  this  pro- 
gram, and  it's  proven  track  record. 


In  1978,  the  Senate  and  the  House 
Small  Business  Committees  held  joint 
hearings  on  the  utilization  of  small 
business  enterprise  in  solving  the  Na- 
tion's technology  problems.  The  evi- 
dence was  that  executive  departments 
and  agencies,  such  as  the  National  Sci- 
ence Foundation,  NASA,  and  the  De- 
fense Department,  which  has  in- 
creased small  business  R&D  funding, 
were  better  able  to  fulfill  their  mission 
responsibilities.  These  hearings  and 
the  consequent  joint  report  of  the  two 
committees  became  the  foundation  for 
the  enactment,  in  1982,  of  the  Govern- 
mentwide  SBIR. 

The  SBIR  legislation  provides  that 
each  Federal  department  or  agency 
with  extramural  research  budgets  ex- 
ceeding $100  million  should  partici- 
pate in  this  program,  and  11  depart- 
ments and  agencies  are  doing  so.  In  re- 
sponse to  their  solicitations,  they 
have,  over  the  past  3  years,  received 
approximately  25,000  SBIR  research 
proposals  aimed  at  solving  technical 
problems  which  they  need  to  sur- 
mount to  better  perform  their  as- 
signed missions. 

In  fiscal  year  1983,  the  agencies  so- 
licited proposals  on  618  topics  and 
made  686  awards.  In  1984  the  number 
of  topics  had  grown  to  1,650  and  the 
agencies  had  made  999  phase  I 
awards— up  to  $50,000  to  illustrate  the 
technical  feasibility  of  the  innova- 
tion—and 338  phase  II  awards— up  to 
$500,000  to  bring  the  project  to  a  pro- 
totype or  preproduction  stage. 

I  am  proud  to  say  Massachusetts  is 
the  second  ranking  State  in  the 
number  of  awards.  For  the  first  2 
years  of  the  program,  that  is  fiscal 
year  1983  and  fiscal  year  1984.  Califor- 
nia has  received  416  awards  for  a  total 
dollar  amount  of  $36.4  million,  while 
Massachusetts  had  won  337  awards  for 
a  total  amount  of  $30  million.  The 
quality  of  awards  originating  in  Massa- 
chusetts is  indicated  by  the  high  pro- 
portion of  proposals  from  the  Bay 
State  that  are  successful  under  the 
program.  The  so-called  "Route  128" 
technology  based  firms  are  thus 
making  signal  contributions  to  our  na- 
tional research  and  development  and  I 
salute  our  Massachusetts  entrepre- 
neurs for  their  efforts. 

In  my  opinion,  the  SBIR  Program  is 
proving  to  be  good  for  the  country  and 
good  for  the  State  of  Massachusetts. 

A  notable  aspect  of  the  program  is 
its  marriage  of  public  and  private 
sector  judgment.  When  firms  submit 
their  applications  for  phase  II  awards, 
the  determining  factor  is  the  appli- 
cant's ability  to  obtain  a  private  ven- 
ture capital  commitment.  What  this 
means  is  that  if  the  innovation  meets 
its  specifications,  the  private  money 
will  be  invested  to  produce  the  innova- 
tion for  the  commercial  marketplace. 

Another  aspect  is  that  SBIR  does 
not  cost  the  taxpayer  any  additional 
money.  It  sets  aside  a  percentage— up 


to  1.25  percent  in  the  final  year— of 
whatever  the  agency  budget  happens 
to  be  for  their  SBIR  type  of  competi- 
tive procurement.  About  1  out  of  12 
proposals  wins  a  ph9se  I  contract  or 
grant.  I  believe  these  features  make  a 
lot  of  sense  and  we  should  commend 
the  designers  of  this  program  as  well 
as  those  in  the  Congress  who  recog- 
nized the  merit  of  this  system  and 
guided  the  program  to  enactment. 

Among  the  consequences  of  SBIR  is 
to  keep  alive  the  spirit  of  Yankee  inge- 
nuity, and  to  open  the  doors  of  mas- 
sive Government  agencies  to  the  very 
small  firm  which  may  have  an  idea 
that  can  revolutionize  an  industry.  For 
example,  of  the  companies  funded  by 
one  prominent  Government  agency,  48 
percent  were  less  than  5  years  old  and 
44  percent  had  fewer  than  10  employ- 
ees. Such  small  firms  do  not  have  the 
teams  of  engineers,  administrators  and 
lawyers  to  deal  with  booksized  bidding 
instructions  from  Federal  agencies  or 
to  put  together  lengthy  contract  pro- 
posals. Under  the  SBIR  Program,  all 
phase  I  proposals  are  limited  to  25 
pages.  It  is  encouraging  to  note  the 
report  from  the  same  article  that  Fed- 
eral agencies,  after  initial  fears  that 
they  would  have  to  deal  with  hun- 
dreds of  small  inexperienced  bidders, 
now  say  that  they  are  getting  "two 
worthwhile  proposals  for  each  one 
they  can  find."  SBIR  funds  help  the 
firms  to  grow  into  better  competitors. 

The  program  has  proven  good  for 
large  businesses.  One  study  indicates 
that  more  than  40  percent  of  the 
SBIR  winners  expect  to  develop  one  or 
more  of  its  innovations  in  some  sort  of 
licensing  arrangement,  or  joint  ven- 
ture with  a  larger  firm. 

The  program  has  also  been  good  for 
universities.  Businesses  Week  also  re- 
ported that  a  significant  proportion  of 
the  proposals  funded  are  "university- 
coupled,  that  is  using  university  pro- 
fessors as  consultants  or  subcontrac- 
tors for  research  or  facilities.  In  some 
agencies,  the  share  is  well  above  50 
percent. 

Business  Week  also  reported  the  uni- 
versities, which  initially  opposed  the 
SBIR  Program  as  competition  for  Fed- 
eral research  money,  will  now  admit 
that  the  program  "is  working  well." 
Since  the  Federal  research  budget  for 
the  current  fiscal  year  is  approximate- 
ly $53  billion,  and  the  amount  allocat- 
ed to  SBIR  is  approximately  $200  mil- 
lion, the  SBIR  share  of  total  Federal 
research  dollars  amounts  to  less  than 
one-half  of  1  percent.  That  is  not 
much  competition,  especially  in  an  era 
of  rapidly  rising  research  budgets.  Yet, 
depite  the  miniscule  participation  of 
small  high-tech  firms  in  federally 
funded  R&D,  small  business  innova- 
tions have  played  a  critical  role  in  the 
American  economy. 

Our  adverse  trade  balance  is  sending 
us  message  that  the  United  States  is 
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now  in  a  global  market,  and  we  are 
losing  out  in  international  competition 
in  many  areas.  This  Is  not  the  fault  of 
our  efforts  in  pure  scientific  research 
in  this  country.  The  efforts  of  U.S. 
universities  and  nonprofit  organiza- 
tions have,  in  fact,  been  the  envy  of 
the  world.  Our  researchers  have  won 
part  of  all  of  87  Nobel  Prizes  in  phys- 
ics, chemistry  and  medicine  while  the 
Japanese  researchers  have  won  only  4 
such  prizes.  The  state  of  our  pure  re- 
search is  excellent,  and  we  should  con- 
tinue to  support  and  expand  it. 

However,  what  is  not  so  good  is  the 
state  of  our  applied  research.  U.S., 
companies  are  getting  fewer  patents 
then  they  did  15  years  ago  while  pat- 
ents issued  to  foreigners  are  steadily 
increasing.  In  1985,  foreigners  got  45 
percent  of  U.S.  patents;  6  of  10  compa- 
nies receiving  the  most  patents  were 
controlled  by  foreign  corporations; 
and  patents  issued  to  the  Japanese 
rose  by  15  percent  while  patents  issued 
to  U.S.  residents  rose  by  only  3  per- 
cent. 

What  we  need  to  improve  as  a  nation 
is  translating  the  results  of  our  mag- 
nificent pure  research  into  commercial 
products  that  can  be  sold  in  the  mar- 
ketplace, both  here  and  at  home  and 
in  world  export  markets. 

The  innovation  process,  by  large  and 
small  companies,  is  the  bridge  over 
which  research  results  travel  to  enter 
the  marketplace.  Small  business  ac- 
counts for  half  of  the  traffic.  Exam- 
ples of  small  business  innovation  in- 
clude the  xerox  process,  the  instant 
camera,  the  helicopter,  the  catalytic 
cracking  process  for  oil  refining,  hand 
held  calculators,  minicomputers,  and 
hundreds  of  others. 

Our  need  for  more  commercial  inno- 
vation is  demonstrated  by  the  deterio- 
rating U.S.  trade  balance  and  the  loss 
of  American  industrial  competitive- 
ness. As  a  cascade  of  recent  statistics 
has  made  clear,  the  U.S.  economy  is 
currently  experiencing  GNP,  produc- 
tivity, and  investment  growth  below 
that  of  our  major  trading  partners, 
and  below  our  historical  peak  levels  of 
the  1950's  and  1960's,  when  we  were 
the  preeminent  industrial  economy  in 
the  free  world. 

The  influx  of  foreign  goods  into  the 
United  States  is  beating  the  socks  off 
of  traditional  mainstay  American  man- 
ufacturing industries  such  as  steel, 
automobiles,  TV,  shoes  and  textiles, 
while  the  exports  made  possible  by 
our  diminishing  lead  in  technology  ori- 
ented new  products  and  industries  rep- 
resents one  of  the  few  areas  of  hope. 

I  believe  that  our  inability  to  com- 
pete with  imports  in  many  of  our  tra- 
ditional industries  has  become  a  crisis 
for  the  U.S.  economy.  If  we  hope  to 
turn  the  balance  of  payments  around, 
we  need  more  innovation  from  large 
and  small  businesses.  Experience  such 
as  the  SBIR  Program  indicates  that 
increased  support  for  small  business 
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will  help  us  meet  the  international 
challenge  by  bringing  more  innovation 
into  production  sooner. 

The  PRESIDING  OFFICER.  The 
bill  is  before  the  Senate  and  open  to 
amendment.  If  there  be  no  amend- 
ment to  be  offered,  the  question  is  on 
the  third  reading  and  passage  of  the 
bill. 

The  bill  (H.R.  4260)  was  ordered  to  a 
third  reading,  was  read  the  third  time, 
and  passed. 

Mr.  HELMS.  I  move  to  reconsider 
the  vote  by  Vvhich  the  bill  was  passed, 
Mr.  President. 

Mr.  BYRD.  Mr.  President,  I  move  to 
lay  the  motion  to  reconsider  on  the 
table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


MESSAGES  FROM  THE 
PRESIDENT 

Messages  from  the  President  of  the 
United  States  were  communicated  to 
the  Senate  by  Mrs.  Emery,  one  of  his 
secretaries. 


EXECUTIVE  MESSAGES 
REFERRED 

As  in  executive  session,  the  Presid- 
ing Officer  laid  before  the  Senate  mes- 
sages from  the  President  of  the  United 
States  submitting  sundry  nominations 
which  were  referred  to  the  appropri- 
ate committees. 

(The  nominations  received  today  are 
printed  at  the  end  of  the  Senate  pro- 
ceedings.) 


MESSAGES  FROM  THE  HOUSE 

AT  11:45  a.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
announced  that  the  Speaker  has 
signed  the  following  enrolled  bills: 

S  2095.  An  act  to  reauthorize  the  Tribally 
Controlled  Community  College  A.ssistance 
Act  of  1978  and  the  Navajo  Conununity  Col- 
lege Act; 

H.R.  3002.  An  act  to  provide  for  the  estab- 
lishment of  an  experimental  program  relat- 
ing to  the  acceptance  of  voluntary  services 
from  participants  in  an  executive  exchange 
program  of  the  Government:  and 

H.R.  4530.  An  act  to  amend  the  Depart- 
ment of  Defense  Authorization  Act,  1985,  to 
provide  that  members  of  the  Commission  on 
Merchant  Marine  and  Defense  shall  not  be 
considered  to  be  Federal  employees  for  cer- 
tain purposes,  to  extend  the  deadline  for  re- 
ports of  the  Conmiission,  and  to  extend  the 
availability  of  funds  appropriated  to  the 
Commission. 

The  enrolled  bills  were  subsequently 
signed  by  the  President  pro  tempore 
[Mr.  Thurmond]. 

At  1:55  p.m.,  a  message  from  the 
Hguse  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
announced  that  the  Hguse  agrees  to 
the  report  of  the  committee  of  confer- 
ence on  the  disagreeing  votes  of  the 


two  Houses  on  the  amendments  of  the 
Senate  to  the  bill  (H.R.  3622)  to 
amend  title  10,  United  States  Code,  to 
strengthen  the  position  of  Chairman 
of  the  Joint  Chiefs  of  Staff,  to  provide 
for  more  efficient  and  effective  oper- 
ation of  the  Armed  Forces,  and  for 
other  purposes. 

The  message  also  announced  that 
the  House  has  passed  the  following 
bills,  in  which  it  requests  the  concur- 
rence of  the  Senate: 

H.R.  2092.  An  act  to  amend  the  National 
Gas  Pipeline  Safety  Act  of  1968  and  the 
Hazardous  Liquid  Pipeline  Safety  Act  of 
1979  to  authorize  appropriations  for  fiscal 
year  1987,  and  for  other  purposes; 

H.R.  4062.  An  act  to  provide  for  the  con- 
veyance of  certain  public  lands  in  Oconto 
and  Marinette  Counties.  Wisconsin; 

H.R.    4316.   An   act   to   amend   title    35,  ■ 
United  States  Code,  and  the  National  Aero- 
nautics and  Space  Act  of  1958  with  respect 
to  the  use  of  inventions  in  outer  space: 

H.R.  4492.  An  act  to  permit  the  transfer  of 
certain  airpKjrt  property  in  Algona,  lA; 

H.R.  4545.  An  act  to  authorize  appropria- 
tions for  the  American  Polklife  Center  for 
fiscal  years  1987.  1988.  and  1989.  and  for 
other  purposes; 

H.R.  4754.  An  act  to  amend  the  Federal 
Food,  Drug,  and  Cosmetic  Act  to  require  the 
appointment  of  the  Commissioner  of  Pood 
and  Drugs  to  be  subject  to  Senate  confirma- 
tion; 

H.R.  4838.  An  act  to  amend  section  408  of 
the  Federal  Aviation  Act  of  1958  to  ensure 
fair  treatment  of  airline  employees  in  air- 
line mergers  and  similar  transactions: 

H.R.  4873.  An  act  to  authorize  certain 
transfers  affecting  the  Pueblo  of  Santa  Ana 
in  New  Mexico,  and  for  other  purposes; 

H.R.  4899.  An  act  to  amend  title  35, 
United  States  Code,  with  respect  to  patent- 
ed processes  and  the  patent  cooperation 
treaty* 

H.R.  5016.  An  act  for  the  relief  of  Sueng 
Ho  Jang  and  Sueng  II  Jang: 

H.R.  5167.  An  act  to  declare  that  the 
United  States  holds  certain  public  domain 
lands  in  trust  for  the  Pueblo  of  Zia; 

H.R.  5230.  An  act  to  amend  the  Public 
Health  Service  Act  to  extend  the  program 
of  childhood  vaccinations  and  to  require  the 
Secretary  of  Health  and  Human  Services  to 
maintain  a  6-month  stockpile  of  vaccines: 

H.R.  5259.  An  act  to  amend  the  Public 
Health  Service  Act  to  revise  the  authorities 
of  the  Alcohol,  Drug  Abuse,  and  Mental 
Health  Administration:  and 

H.R.  5521.  An  act  to  extend  until  October 
13.  1986,  the  emergency  acquisition  and  net 
worth  guarantee  provisions  of  the  Gam-St 
Germain  Depository  Institutions  Act. 

At  5:45  p.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
armounced  that  the  House  agrees  to 
the  amendment  of  the  Senate  to  the 
bill  (H.R.  1483)  to  authorize  the 
Smithsonian  Institution  to  plan  and 
construct  facilities  for  certain  science 
activities  of  the  Institution,  and  for 
other  purposes. 

The  message  also  announced  that 
the  House  has  passed  the  following 
bills,  without  amendment: 

S.  2703.  An  act  to  amend  the  Federal  Avia- 
tion Act  of  1958  to  provide  that  prohibitions 
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of  discrimination  against  handicapped  indi- 
viduals shall  apply  to  air  carriers:  and 

S.  2759.  An  act  relating  to  telephone  serv- 
ices for  Senators. 

The  message  further  announced 
that  the  House  has  passed  the  follow- 
ing joint  resolutions,  in  which  it  re- 
quests the  concurrence  of  the  Senate: 

H.J.  Res.  727.  Joint  resolution  mailing  re- 
payable advances  to  the  Hazardous  Sub- 
stance Response  Trust  Fund;  and 

H.J.  Res.  732.  Joint  resolution  making 
urgent  supplemental  appropriations  for  the 
fiscal  year  ending  September  30,  1987.  for 
emergency  assistance  to  the  Government  of 
the  Philippines. 


MEASURES  REFERRED 

The  following  bills  and  joint  resolu- 
tion were  read  the  first  and  second 
tiees  by  unanimous  consent,  and  re- 
ferred as  indicated: 

H.R.  4062.  An  act  to  provide  for  the  con- 
veyance of  certain  publac  lands  in  Oconto 
and  Marifette  Counties,  WI;  to  the  Commit- 
tee on  Energy  and  Natural  Resgurces. 

H.R.  4316.  An  act  to  amend  title  35. 
United  States  Code,  and  the  National  Aero- 
nautics and  Space  Act  gf  1958  with  respect 
to  the  use  of  inventions  in  outer  space:  to 
the  Committee  on  the  Judiciary. 

H.R.  4545.  An  act  to  authorize  appropria- 
tions for  the  American  Folklife  Center  for 
fiscal  years  1987.  1988.  afd  1989.  and  for 
other  purposes:  to  the  Committee  on  Rules 
and  Administratign& 

H.R.  5016.  An  act  for  the  relief  of  Sueng 
Ho  Jang  and  Sueng  II  Jang:  to  the  Commit- 
tee on  the  Judiciary. 

H.R.  5167.  An  act  to  declare  that  the 
United  States  holds  certain  public  domain 
lands  in  trust  for  the  Pueblo  of  Zia:  to  the 
Committee  on  Energy  and  Natural  Re- 
sources. 

H.R.  5230.  An  act  to  amend  the  Public 
Health  Service  Act  to  extend  the  program 
of  childhood  vaccinations  and  to  require  the 
Secretary  of  Health  and  Human  Services  to 
maintain  a  6-month  stockpile  of  vaccines:  to 
the  Committee  on  Labor  and  Human  Re- 
sources. 


MEASURES  PLACED  ON  THE 
CALENDAR 

The  following  bills  were  read  the 
first  and  second  times  by  unanimous 
consent,  and  placed  on  the  calendar: 

H.R.  5259.  An  act  to  amend  the  Public 
Health  Service  Act  to  revise  the  authorities 
of  the  Alcohol,  Drug  Abuse,  and  Mental 
Health  Administration:  and 

H.R.  5521.  An  act  to  extend  untU  October 
13,  1986.  the  emergency  acquisition  and  net 
worth  guarantee  provisions  of  the  Gam  St. 
Germain  Depository  Institutions  Act. 


MEASURES  HELD  AT  THE  DESK 

Pursuant  to  the  order  of  the  Senate 
of  September  18,  1986,  the  following 
bill  was  held  at  the  desk  pending  fur- 
ther disposition: 

H.R.  2092.  An  act  to  amend  the  National 
Gas  Pipeline  Safety  Act  of  1968  and  the 
Hazardous  Liquid  Pipeline  Safety  Act  of 
1979  to  authorize  appropriations  for  fiscal 
year  1987,  and  for  other  purposes; 


The  following  bill  was  ordered  held 
at  the  desk  by  unanimous  consent 
pending  further  disposition: 

H.R.  4899.  An  act  to  amend  title  35, 
United  States  Code,  with  respect  to  patent- 
ed processes  and  the  patent  cooperation  in- 
dustry. 


MEASURES  READ  THE  FIRST 
TIME 

The  following  bills  were  read  the 
first  time: 

H.R.  4492.  An  act  to  permit  the  transfer  of 
certain  airport  property  in  Algona,  Iowa: 

H.R.  4838.  An  act  to  amend  section  408  of 
the  Federal  Aviation  Act  of  1958  to  ensure 
fair  treatment  of  airline  employees  in  air- 
line mergers  and  similar  transactions: 


ENROLLED  BILL  PRESENTED 

The  Secretary  of  the  Senate  report- 
ed that  on  today  she  had  presented  to 
the  President  of  the  United  States  the 
following  enrolled  bill: 

S.  2095.  An  act  to  to  reauthorize  the  Trib- 
ally  Controlled  Community  College  Assist- 
ance Act  of  1978  and  the  Navajo  Communi- 
ty College  Act. 


REPORTS  OF  COMMITTEES 

The  following  reports  of  committees 
were  submitted: 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  with  an 
amendment  in  the  nature  of  a  substitute 
and  an  amendment  to  the  title: 

S.  2266:  A  bill  to  establish  a  ski  area 
permit  system  on  national  forest  lands  es- 
tablished from  the  public  domain,  and  for 
other  purposes  (Rept.  No.  99-449). 


EXECUTIVE  REPORTS  OP 
COMMITTEES 

The  following  executive  reports  of 
committees  were  submitted: 

By  Mr.  LUGAR,  from  the  Committee  on 
Foreign  Relations: 

Treaty  Doc.  98-9.  United  Nations  Conven- 
tion on  Contracts  for  the  International  Sale 
of  Goods  (Exec.  Rept.  No.  99-20); 

Treaty  Doc.  98-27.  Inter-American  Con- 
vention on  Letters  Rogatory,  with  Protocol 
(Exec.  Rept.  No.  99-21); 

Treaty  Doc.  99-28.  Convention  on  Wet- 
lands of  International  Importance  (Exec. 
Rept.  No.  99-22);  and 

Treaty  Doc.  98-29.  Request  for  Advice  and 
Consent  to  Withdraw  a  Reservation  made 
to  the  1975  Patent  Cooperation  Treaty 
(Exec.  Rept.  No.  99-23). 

By  Mr.  PACKWOOD.  from  the  Commit- 
tee on  Finance: 

Louis  P.  Laun,  of  New  York,  to  be  Assist- 
ant Secretary  of  Commerce. 

(The  above  nomination  was  reported 
from  the  Conmiittee  on  Foreign  Rela- 
tions with  the  reconmiendation  that  it 
be  confirmed,  subject  to  the  nominee's 
commitment  to  respond  to  requests  to 
appear  and  testify  before  any  duly 
constituted  committee  of  the  Senate.) 


INTRODUCTION  OF  BILLS  AND 
JOINT  RESOLUTIONS 

The  following  bills  and  joint  resolu- 
tions were  introduced,  read  the  first 
and  second  time  by  unanimous  con- 
sent, and  referred  as  indicated: 
By  Mr.  ROTH: 
S.  2831.  A  bill  to  amend  title  18  of  the 
United  States  Code  to  outlaw  the  sale  and 
advertisement  of  harmful  inhalants;  to  the 
Committee  on  the  Judiciary. 
By  Mr.  COCHRAN: 
S.  2832.  A  bill  to  direct  the  Secretary  of 
Commerce  through  the  Patent  and  Trade- 
mark Office  to  reexamine  patent  applica- 
tion numbered  179,474  filed  by  Joseph  W. 
Newman  in  August  1980,  and  for  other  pur- 
posers;  to  the  Committee  on  the  Judiciary. 
By  Mr.  SPECTER  : 
S.  2833.  A  bill  entitled  the  "Conrail  Privat- 
ization Act  of  1986":  to  the  Committee  on 
ConMnerce,  Science,  and  Transportation. 

By    Mr.    BIDEN    (for    himself,    Mr. 
BoscHwiTz,     Mr.     Pell,     and     Mr. 
Grassley): 
S.  2834.  A  bill  to  require  specific  congres- 
sional authorization  for  certain  sales,  ex- 
ports, leases,  and  loans  of  defense  articles, 
and  for  other  purposes;  to  the  Committee 
on  Foreign  Relations. 

By  Mr.  BINGAMAN  (for  himself,  Mr. 
DeConcini,   Mr.  Simon,  Mr.  Cran- 
ston, Mr.  Gore,  Mr.  Sarbanes,  Mr. 
MoYNiHAN,  and  Mr.  Matsunaga): 
S.  2835.  A  bill  to  establish  literacy  pro- 
grams for  individuals  of  limited  English  pro- 
ficiency: to  the  Committee  on  Labor  and 
Human  Resources. 

By  Mr.  BUMPERS  (for  himself,  Mr. 
Pryor,  Mr.  Ford,  and  Mr.  Dixon): 
S.  2836.  A  bill  to  amend  the  Agricultural 
Act  of  1949  to  modify  the  support  price  and 
marketing  loan  program  for  the  1986  crop 
of  soybeans,  and  for  other  purposes;  to  the 
Committee  on  Agriculture,  Nutrition,  and 
Forestry. 

By  Mr.  PELL: 
S.  2837.  A  bill  to  amend  the  Federal  Elec- 
tion Campaign  Act  of  1971,  to  provide  free 
radio  and  television  time  to  national  com- 
mittees in  elections  for  Federal  office;  to 
the  Committee  on  Commerce,  Science,  and 
Transportation. 


SUBMISSION  OF  CONCURRENT 
AND  SENATE  RESOLUTIONS 

The  following  concurrent  resolutions 
and  Senate  resolutions  were  read,  and 
referred  (or  acted  upon),  as  indicated: 
By  Mr.  BOSCHWITZ: 

S.  Con.  Res.  162.  A  concurrent  resolution 
commemorating  the  100th  anniversary  of 
the  birth  of  David  Ben-Gurion;  to  the  Com- 
mitee  on  the  Judiciary. 

By  Mr.  DeCONCINI: 

S.  Con.  Res.  163.  A  concurrent  resolution 
expressing  the  sense  of  the  Congress  that 
the  total  number  of  Soviet  diplomatic 
agents  and  consular  officers  in  Washington, 
DC,  and  San  Francisco  should  be  reduced  to 
equal  the  total  number  of  American  diplo- 
matic agents  and  consular  officers  in 
Moscow  and  Leningrad;  to  the  Committee 
on  Foreign  Relations. 


STATEMENTS  ON  INTRODUCED 
BILLS  AND  JOINT  RESOLUTIONS 
By  Mr.  ROTH: 
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S.  2831.  A  bill  to  amend  title  18  of 
the  United  States  Code  to  outlaw  the 
side  and  advertisement  of  harmful  in- 
halants: to  the  Committee  on  the  Ju- 
diciary. 

HARMrUL  INHALANTS  CONTROL  ACT 

•  Mr.  ROTH.  Mr.  President,  I'm 
proud  to  offer  a  bill  today  that  will  go 
a  long  way  to  help  thousands  of  young 
Americans  who  unwittingly  embark  on 
a  slow  death  by  inhaling  butyl  nitrite 
for  kicks.  This  and  other  universal  in- 
dustrial compounds  have  gradually 
leached  into  America's  subculture, 
causing  consternation  in  Congress, 
confusion  in  the  medical  commimity, 
and  frustration  within  law  enforce- 
ment. 

At  this  time  last  year  I  had  never 
heard  of  "poppers,"  the  street  name 
for  butyl  nitrite.  Unfortunately,  this 
dangerous  but  legal  compound  was 
known  all  too  well  among  thousands 
of  Americans  in  search  of  a  cheap  but 
risky  high. 

It  seems  that  contemporary  thrill- 
seekers  in  communities  all  across 
America  know  how  easy  these  chemi- 
cals are  to  get.  Anyone  with  a  dollar  in 
his  pocket  and  time  on  his  hands  can 
buy  butyl  nitrite  in  any  novelty  shop. 
Young  people  know  that  potent 
chemicals  like  that  are  theirs  for  the 
asking  or  taking.  What  they  don't 
know  is  that  they  could  get  permanent 
brain  damage  from  their  mischievous 
curiosity. 

Perhaps  the  most  sinister  side  to 
this  scenario  is  the  abuse  of  common 
household  cleaners  inhaled  by  kids  for 
an  afternoon  high.  Young  people  who 
might  not  know  any  better  are  being 
encouraged  openly  in  ads  to  buy  and 
use  these  materials  to  get  high.  I  am 
talking  about  glue,  paint  thinner,  aer- 
osol spray  propellant,  automobile  de- 
greasers,  and  typewriter  correction 
fluid. 

This  problem  is  particularly  signifi- 
cant right  now  as  we  set  about  search- 
ing for  the  right  solutions  to  our  Na- 
tion's chronic  drug-abuse  dilemma. 
These  once-obscure  chemical  products 
are  popular  among  would-be  drug 
abusers  precisely  because  they  can't 
get  or  can't  afford  real  narcotics.  And 
they  fimction  as  gateway  drugs  as 
well,  taking  inexperienced  adolescents 
on  that  first  step  to  progressively  risk- 
ier and  more  severe  substance  abuse. 
That's  why  my  legislation  is  critical. 

Most  chemical  makers  and  retail 
merchants  are  disgusted  at  this  deadly 
bastardization  of  certain  otherwise 
useful  modem  chemicals.  Tragically, 
however,  a  few  are  picking  up  huge 
profits  making  butyl  nitrite  and  pro- 
moting it  to  our  young  people.  My  leg- 
islation clamps  down  on  those  few  piv- 
otal players  without  generating  new 
problems  for  legitimate  U.S.  business- 
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needed  to  prosecute  these  pernicious 
entrepreneurs. 

This  is  an  unusual  situation.  It  is 
very  clear  who  the  bad  guys  are— the 
ones  who  sell  or  advertise  these  other- 
wise iimocent  items  for  the  purpose  of 
inducing  intoxication.  My  bill  offers 
the  best  solution:  it  outlaws  the  sale, 
advertising,  mailing,  or  interstate 
transport  of  inhalants  for  use  in  get- 
ting high.  With  these  provisions,  this 
legislation  would  empower  the  courts 
to  curtail  crass  promoters  of  hazard- 
ous chemicals  as  joy  rides  in  a  jar.  And 
young  substance  abusers  could  be  on 
their  way  to  rehabilitation,  instead  of 
brain  damage. 

My  colleagues  may  be  interested  to 
know  that  the  chemical  products  in- 
dustry supports  this  bill.  It's  a  step 
forward  against  this  bizarre  type  of 
substance  abuse  without  excessive  reg- 
ulation of  legitimate  commerce.  I  urge 
my  colleagues  to  join  me  in  rounding 
out  our  drug  laws  by  voting  for  this 
measure.* 


By  Mr.  COCHRAN: 
S.  2832.  A  bill  to  direct  the  Secretary 
of  Commerce  through  the  Patent  and 
Trademark  Office  to  reexamine  patent 
application  numbered  179,474,  filed  by 
Joseph  W.  Newman  in  August  1980, 
and  for  other  purposes:  to  the  Com- 
mittee on  the  Judiciary. 

REEXAMINATION  OF  A  CERTAIN  PATENT 
APPLICATION 

Mr.  COCHRAN.  Mr.  President. 
Joseph  Newman,  an  inventor  from  Lu- 
cedale,  MS,  has  been  seeking  a  patent 
for  his  energy  machine  for  7  years.  If 
his  device  works  as  claimed,  it  could 
revolutionize  the  energy  industry  and 
provide  a  nonpoUuting  and  inexpen- 
sive source  of  energy.  Despite  his  ef- 
forts to  overcome  the  patent  examin- 
er's objections  to  his  application,  in- 
cluding the  submission  of  affidavits 
from  physicists,  engineers,  and  other 
scientists  saying  that  the  device  works, 
the  Patent  and  Trademark  Office  has 
refused  to  issue  a  patent  for  the  inven- 
tion, claiming  that  it  is  a  perpetual 
motion  machine  and,  therefore,  scien- 
tifically impossible.  Mr.  Newman  has 
denied  this,  and  his  application  does 
not  claim  that  his  invention  is  a  per- 
petual motion  machine.  Mr.  Newman 
has  taken  his  case  to  Federal  court, 
and  litigation  continues. 

My  Subcommittee  on  Energy,  Nucle- 
ar Proliferation,  and  Government 
Processes  of  the  Governmental  Affairs 
Committee  held  a  hearing  on  July  30 
to  examine  the  patent  application 
process,  with  special  attention  to  the 
Newman  case.  The  subcommittee 
heard  testimony  from  representatives 
of  the  Patent  and  Trademark  Office 
and  the  National  Bureau  of  Standards 
which  had  tested  the  Newman  device 
and  determined  that  it  did  not  deliver 
more  energy  than  it  used. 

Mr.  Newman,  who  was  accompanied 
by  his  attorney  as  well  as  a  physicist 


and  an  engineer  who  had  evaluated 
his  device,  testified  that  the  Patent 
and  Trademark  Office  failed  to  follow 
proper  procedure  in  reviewing  his  ap- 
plication. He  and  his  experts  adso  testi- 
fied that  the  National  Bureau  of 
Standards  failed  to  properly  assemble 
the  device  when  testing  it,  causing  the 
excess  energy  to  be  shunted  to  ground 
through  a  ground  wire.  Both  Agencies, 
according  to  Mr.  Newman  and  his 
expert  witnesses,  failed  to  evaluate  the 
device  in  a  fair  and  objective  manner. 
The  testimony  before  our  subcom- 
mittee was  contradictory,  and  the 
claims  of  scientists  were  conflicting. 
The  subcommittee  hearing  convinced 
me  that  there  are  unresolved  ques- 
tions concerning  the  procedures  fol- 
lowed and  the  tests  conducted  in  the 
Newman  case.  Mr.  Newman  deserves 
to  receive  a  fair  and  impartial  evalua- 
tion of  his  patent  application  and  a 
competent,  independent  test  to  prove 
whether  his  machine  works. 

I  am  introducing  legislation  today  to 
direct  the  retesting  of  the  Newman 
Energy  Machine  by  an  independent 
university  research  facility  and  the  re- 
examination by  the  Patent  and  Trade- 
mark Office  of  the  patent  application 
of  Joseph  W.  Newman.  The  bill  directs 
that  this  reexamination  shall  be  com- 
pleted within  90  days  of  enactment, 
and  that  an  independent  test  of  the 
device  be  conducted  by  a  university  re- 
search facility  to  be  selected  by  Mr. 
Newman  from  the  five  identified  in 
the  bill.  The  bill  authorizes  such  funds  , 
as  may  be  necessary  to  conduct  this  in- 
dependent testing. 

Mr.  President.  I  urge  my  colleagues 
to  consider  the  subcommittee's  hear- 
ing record  on  this  case  and  to  support 
this  legislation.  I  ask  unanimous  con- 
sent that  the  legislation  be  printed  in 
the  Record. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2832 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That,  not- 
withstanding any  other  provision  of  law,  the 
Secretary  of  Commerce  acting  through  the 
Commissioner  of  patents  and  Trademarks, 
is  directed  to  reexamine  and  reconsider 
patent  application  numbered  179,474,  filed 
by  Joseph  W.  Newman  in  August  1980.  Re- 
examination shall  be  completed  within  90 
days  after  the  date  of  enactment  of  this  Act 
and  shall  include  testing  of  the  invention 
described  in  patent  application  numbered 
179.474  by  a  testing  facility  chosen  by  Mr. 
Newman  from  the  following  list: 

(1)  Massachusetts  Institute  of  Technolo- 
gy. 

(2)  Mississippi  State  University, 

(3)  Stanford  University. 

(4)  The  University  of  California  at  Berke- 
ley, or 

(5)  The  University  of  Mississippi. 

If  upon  reexamination,  it  is  determined  that 
a  patent  shall  be  issued  to  Joseph  W. 
Newman,  such  patent  shall  be  accorded  all 
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the  rights  of  patents  issued  under  title  35. 
United  SUtes  Code. 

Sk.  3.  There  are  authorized  to  be  appro- 
priated such  sums  as  are  necessary  to  carry 
out  the  purposes  of  this  Act. 


By  Mr.  SPECTER: 

S.  2833.  A  bill  entitled  the  "ConraU 
Privatization  Act  of  1986";  to  the  Com- 
mittee on  Commerce,  Science,  and 
Transportation. 

Mr.  SPECTER.  Mr.  President.  I  am 
today  introducing  legislation  entitled 
the  Conrail  Privatization  Act  of  1986, 
which  provides  for  a  public  sale  of 
Conrail.  The  purpose  of  this  bill  is  to 
remove  the  railroad  from  the  public 
sector  to  the  private  sector  in  a  way 
which  will  yield  the  maximum  gain  to 
the  American  taxpayer,  and  which  will 
preserve  the  present  management  and 
operation  of  Conrail. 

Mr.  President,  the  issue  of  the  Con- 
rail sale  has  been  before  the  Congress 
now  for  more  than  2  years.  Finally  the 
proposed  sale  to  Norfolk  Southern  has 
been  abandoned  and  I  think  this  is  for 
the  good  of  the  coimtry.  That  pro- 
posed sale  would  have  had  devastating 
consequences  for  the  Nation  in  terms 
of  the  antitrust  implications  in  provid- 
ing for  a  merger  of  Norfolk  Southern, 
an  18,000-mile  track,  with  Conrail,  a 
15.000-mile  track. 

As  demonstrated  in  hearings  before 
the  Senate  Judiciary  Committee,  the 
antitnist  implications  of  that  merger 
would  have  been  very,  very  serious  and 
I  think  for  that  reason,  in  the  national 
interest,  it  should  have  been  opposed. 
It  was  opposed,  and  it  is  in  the  nation- 
al interest  that  Norfolk  has  now  with- 
drawn from  that  proposed  sale. 

As  for  my  State  of  Pennsylvania,  it 
would  have  been  enormously  problem- 
some  because  it  would  have  materially 
increased  the  cost  of  the  transporta- 
tion of  coal  from  western  Pennsylva- 
nia. It  would  have  put  in  jeopardy 
some  15,000  jobs,  the  rail  repair  yards 
at  Altoona.  Hollidaysburg,  Conway, 
the  corporate  headquarters  in  Phila- 
delphia, and  the  Port  of  Philadelphia. 
We  have  now  seen  after  the  fight  on 
the  Senate  floor— where  the  matter 
did  pass  but  by  a  much  narrower 
margin  than  originally  anticipated, 
and  where  the  seeds  were  laid  for  its 
ultiraAte  defeat  in  the  House  of  Repre- 
sentatives—the Norfolk  offer  has  been 
withdrawn.  There  has  been  action  in 
the  House  of  Representatives  to  move 
ahead  with  a  public  offering.  The  leg- 
islation which  I  am  introducing  today 
will  move  ahead  the  process  and  pro- 
vide the  legislative  vehicle  for  Senate 
action  on  this  important  matter. 

Mr.  President.  I  have  a  statement  to 
insert  for  the  Record,  but  one  other 
note  that  I  would  make  is  the  impor- 
tance in  the  final  sale  that  the  com- 
pensation which  has  been  deferred  for 
the  Conrail  employees  should  and 
must  be  paid.  Those  employees  have 
stepped  aside  and  taken  lesser  com- 
pensation in  order  to  permit  Conrail  to 


revitalize  itself.  As  part  of  a  public  sale 
offering,  and  as  a  final  package  that 
deferred  compensation  must,  as  a 
matter  of  basic  justice,  be  paid  to 
those  Conrail  eniployees. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  full  text  of  my  statement 
be  included  in  the  Record  as  if  pre- 
sented in  full  on  the  Senate  floor. 

The  PRESIDING  OFFICER.  With, 
out  objection,  it  is  so  ordered. 

CONRAIL  PRIVATIZATION  ACT 

Mr.  SPECTER.  Mr.  President,  today 

1  introduce  "The  Conrail  Privatization 
Act  of  1986"— legislation  which  pro- 
vides for  a  return  of  Conrail  to  the  pri- 
vate sector  via  the  only  acceptable 
manner,  a  public  offering  of  stock. 

I  have  been  working  toward  this  end 
for  over  2  years— since  the  spring  of 
1984  when  Secretary  of  Transporta- 
tion Dole  requested  the  submission  of 
bids  for  the  purchase  of  Conrail.  Con- 
rail is  a  major  employer  in  my  State, 
Pennsylvania,  and  I  sought  to  ensure 
that  the  men  and  women  who  depend- 
ed on  Conrail  for  their  livelihood— the 
workers  in  the  Altoona,  Hollidaysburg 
yards,  the  Conway  yards.  Pier  124  in 
Philadelphia,  the  Enold  yards,  and  the 
Philadelphia  corporate  headquarters- 
could  look  forward  to  a  future  with  a 
continuingly  healthy  company. 

It  became  apparent  to  me  more  than 

2  years  ago  that  Conrail's  future  via- 
bility was  essential  not  only  for  Penn- 
sylvanians,  but  for  the  entire  North- 
east-Midwest region  of  this  country, 
and  indeed,  for  the  future  of  the  na- 
tional rail  transportation  network.  I 
vigorously  opposed  the  proposal  of 
Secretary  Dole  to  merge  Conrail  with 
the  Norfolk  Southern  Corp.  when  the 
antitrust  questions  raised  by  that  com- 
bination proved  to  be  insurmountable. 
I  strongly  fought  for  and  urged  a 
public  offering  which  would  provide  a 
greater  return  to  American  taxpayers 
who  had  invested  over  $7  billion  in  the 
development  of  Conrail,  and  which 
would  present  none  of  the  anti-com- 
petitive problems  inherent  in  a  merger 
scheme. 

For  these  reasons,  I  am  very  happy 
today  to  introduce  this  bill  which  sets 
forth  the  procedures  for  a  public  of- 
fering of  Conrail's  stock,  and  which  is 
supported  by  the  railroad,  by  labor, 
and  by  the  Secretary  of  Transporta- 
tion. The  legislation  provides  for  a 
public  offering  within  30  days  of  en- 
actment of  the  legislation,  with  the  in- 
vestment bankers  to  be  chosen  by  the 
Secretary  of  Transportation,  in  consul- 
tation with  the  Secretary  of  the  Treas- 
ury and  the  chairman  of  the  board  of 
directors  of  Conrail. 

The  Secretary  of  Transportation 
may  elect  to  offer  less  than  all  of  the 
U.S.  shares  for  sale  at  the  initial  sale, 
and  make  those  shares  available  for 
purchase  at  subsequent  sales.  In  any 
case,  the  Secretary  shall  not  offer  any 
U.S.  shares  imless  the  estimated  sum 
of  the  gross  proceeds  from  the  sale 


and  the  value  of  any  warrants  issued  is 
at  least  $1,700  million.  This  certainly 
is  a  major  improvement  over  the  Nor- 
folk Southern  giveaway,  against  which 
I  and  others  fought  for  so  long. 

Conrail's  future  financial  health  is 
assured  by  provisions  mandating  that 
$500  million  in  capital  expenditures  be 
made  each  fiscal  year,  and  that  $250 
million  in  cash  or  cash  equivalents 
rema,in  on  hand  at  the  end  of  each 
fiscal  year.  In  addition,  formulas  are 
established  to  ensure  that  no  divi- 
dends are  paid  unless  a  certain  amount 
of  cumulative  net  income  remains  in 
Conrail's  coffers. 

Antitakeover  provisions  are  also  in- 
cluded, with  a  5-year  prohibition 
against  any  person,  directly  or  indi- 
rectly, holding  securities  representing 
more  than  7.5  percent  of  the  total 
votes  of  all  outstanding  voting  securi- 
ties of  the  Corporation.  No  more  than 
20  percent  of  stock  may  be  held  by  or 
for  the  benefit  of  persons  not  citizens 
of  the  United  States,  also  for  the  first 
5-year  period.  For  that  same  5-year 
period,  no  railroad  (in  the  absence  of 
specially  provided  authorization)  can 
hold  more  than  7.5  percent  of  stock. 
The  Norfolk  Southern  Corp.  and  CSX 
Corp.,  Conrail's  competitors,  are  pro- 
hibited from  applying  for  such  author- 
ization for  a  period  of  3  years.  Thus, 
contrary  to  a  merger  plan,  rail  compe- 
tition will  be  preserved. 

In  addition  to  the  provisions  which 
guarantee  the  financial  well-being  of 
Conrail,  there  are  sections  which  guar- 
antee Conrail's  employees  well-de- 
served benefits  on  their  back  pay 
which  had  been  deferred.  The  Defini- 
tive Agreement  of  September  17,  1985, 
between  Conrail  and  its  unions  is  in- 
cluded in  the  bill  in  order  to  ensure 
that  these  employees,  who  received 
below-industry  wages  for  years  in  an 
effort  to  keep  Conrail  alive,  are  re- 
warded for  their  contributions.  Con- 
rail shall  pay  $200  million  to  present 
and  former  employees  for  compensa- 
tion for  these  low  wages,  and  they 
shall  also  receive  their  ESOP  shares 
(representing  15  percent  ownership  in 
the  company)  upon  the  expiration  of 
90  days  after  the  public  stock  sale. 

Mr.  President,  this  legislation  repre- 
sents the  cumulative  efforts  of  well 
over  2  years  of  hard  work  to  return 
Conrail  to  the  American  public  in  a 
fair  and  equitable  manner.  I  urge  the 
support  of  my  colleagues  in  this 
effort— let  us  return  Conrail  to  the 
private  sector  by  allowing  all  interest- 
ed parties  an  opportunity  to  share  in 
its  bright  future. 

I  ask  that  the  bill  be  reprinted  in  the 
Record  as  though  it  were  read  in  full 
on  the  floor  here  today. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 
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Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled,  that 

SECTION  1.  SHORT  TITLE:  TABLE  OF  CONTENTS. 

(a)  Short  Title.— This  Act  may  be  cited 
as  the  "Conrail  Privatization  Act  of  1986." 

(b)  Table  of  Contents.— 

Sec.  1.  Short  title;  table  of  contents. 

Sec.  2.  Findings. 

Sec.  3.  Purpose. 

Sec.  4.  Definitions. 

TITLE  I-CONRAIL 
Subtitle  A— Sale  or  Conrail 

Sec.  101.  Preparation  for  public  offering. 

Sec.  102.  Public  offering. 

Sec.  103.  Fees. 
Subtitle  B— Other  Matters  Relating  to 
THE  Sale 

Sec.  111.  Rail  service  guarantees. 

Sec.  112.  Ownership  limitations. 

Sec.  113.  Board  of  Directors. 

Sec.  114.  Provisions  for  employees. 

Sec.  115.  Essential  rail  service  loan  guaran- 
tees. 

Sec.  116.  Certain  enforcement  relief. 

Subtitle  C— Miscellaneous  Technical  and 
Conforming  Amenduents  and  Repeals 

Sec.  121.  Abolition  of  United  States  Railway 
Association. 

Sec.  122.  Applicability  of  Regional  Rail  Re- 
organization Act  of  1973  to 
Conrail  after  sale. 

Sec.  123.  Miscellaneous  amendments  and  re- 
peals. 

Sec.  124.  Liability  of  directors. 

Sec.  125.  Charter  amendment. 

Sec.  126.  Status  of  Conrail  after  sale. 

Sec.  127.  Effect  on  contracts. 

Sec.  128.  Resolution  of  certain  issues. 

SEC.  2.  FINDINGS. 

The  Congress  finds  that— 

(1)  the  bankruptcy  of  the  Penn  Central 
and  other  railroads  in  the  Northeast  and 
Midwest  resulted  in  a  transportation  emer- 
gency which  required  the  intervention  of 
the  Federal  Government; 

(2)  the  United  States  Government  created 
the  Consolidated  Rail  Corporation,  which 
provides  essential  rail  service  to  the  North- 
east and  Midwest; 

(3)  the  future  of  rail  service  in  the  North- 
east and  Midwest  is  essential  and  must  be 
protected  through  rail  service  guarantees, 
consistent  with  the  transfer  of  the  Corpora- 
tion to  the  private  sector; 

(4)  the  Northeast  Rail  Service  Act  of  1981 
has  achieved  its  purpose  in  allowing  the 
Corporation  to  become  financially  self-sus- 
taining; 

(5)  the  Federal  Government  has  invested 
over  $7,000,000,000  in  providing  rail  service 
to  the  Northeast  and  Midwest; 

(6)  the  Government,  as  a  result  of  its  own- 
ership and  investment  of  taxpayer  dollars  in 
the  Corporation,  controls  substantial  assets, 
including  cash  of  approximately 
$1,000,000,000; 

(7)  the  Corporation's  viability  and  sound 
performance  allow  it  to  be  sold  to  the  Amer- 
ican public  for  a  substantial  sum  through  a 
public  offering; 

(8)  a  public  offering  of  the  Corporation's 
stock  will  preserve  competitive  rail  service 
in  the  region,  provide  the  greatest  return  to 
the  Government,  and  protect  employment; 

(9)  the  Corporation's  employees  contribut- 
ed significantly  to  the  turnaround  in  the 
Corporation's  financial  performance  and 
they  should  share  in  the  Corporation's  suc- 
cess through  a  settlement  of  their  claims  for 
reimbursement  for  wages  below   industry 


standard,  and  a  share  in  the  common  equity 
of  the  Corporation  through  the  employee 
stock  ownership  plan; 

(10)  the  requirements  of  section  401(e)  of 
the  Regional  Rail  Reorganization  Act  of 
1973  are  met  by  this  title; 

(11)  the  Secretary  of  Transportation  has 
discharged  the  responsibilities  of  the  De- 
partment of  Transportation  under  the 
Northeast  Rail  Service  Act  of  1981  with  re- 
spect to  the  sale  of  the  Corporation  as  a 
single  entity. 

SEC.  3.  PURPOSE 

The  purpiose  of  this  Act  is— 

(1)  to  transfer  the  interest  of  the  United 
States  in  the  common  stock  of  the  Corpora- 
tion to  the  private  sector  through  the 
broadest  practicable  distribution  of  shares, 
in  a  manner  that  provides  for  the  long-term 
viability  of  the  Corporation,  provides  for 
the  continuation  by  the  Corporation  of  its 
rail  service  in  the  Northeast  and  Midwest, 
provides  for  the  protection  of  the  public  in- 
terest in  a  sound  rail  transportation  system, 
and  secures  the  maximum  proceeds  to  the 
United  States. 

SEC  4.  DEFINITIONS. 

For  the  purposes  of  this  Act— 

(1)  the  term  "capital  expenditures  "  means 
amounts  expended  by  the  Corporation  and 
its  subsidiaries  for  replacement  or  rehabili- 
tation of,  or  enhancements  to,  the  railroad 
plant,  property,  trackage,  and  equipment  of 
the  Corporation  and  its  subsidiaries,  as  de- 
termined in  accordance  with  generally  ac- 
cepted accounting  principles,  and  in  inter- 
preting generally  accepted  accounting  prin- 
ciples, no  amount  spent  on  normal  repair, 
maintenance,  and  upkeep  to  such  railroad 
plant,  property,  trackage,  and  equipment  in 
the  ordinary  course  of  business  shall  consti- 
tute capital  expenditures: 

(2)  the  term  "Commission"  means  the 
Interstate  Commerce  Commission; 

(3)  the  term  "Corporation"  means  the 
Consolidated  Rail  Corporation; 

(4)  the  term  "cumulative  net  income" 
means,  for  any  period,  the  net  income  of  the 
Corporation  and  its  consolidated  subsidiar- 
ies (after  provision  for  income  taxes)  as  de- 
termined in  accordance  with  generally  ac- 
cepted accounting  principles,  before  provi- 
sion for  expenses  related  to— 

(A)  amounts  paid  by  the  Corporation 
under  section  114(e),  and  comparable  pay- 
ments made  to  present  and  former  employ- 
ees of  the  Corporation  not  covered  by  such 
section;  and 

(B)  the  aggregate  value  of  the  shares  dis- 
tributed under  section  114(f); 

(5)  the  term  "person"  means  an  individ- 
ual, corporation,  partnership,  association, 
trust,  or  other  entity  or  organization,  in- 
cluding a  government  or  political  subdivi- 
sion thereof  or  a  governmental  body; 

(6)  the  term  "'perferred  stock"  means  any 
class  or  series  of  preferred  stock,  and  any 
class  or  series  of  common  stock  having  liqui- 
dation and  dividend  rights  and  preferences 
superior  to  the  common  stock  of  the  Corpo- 
ration offered  for  sale  on  or  after  the  sale 
date; 

(7)  the  term  ""public  offering"  means  an 
underwritten  offering  to  the  public  of  such 
common  stock  of  the  Corporation  as  the 
Secretary  of  Transportetion  determines  to 
sell  under  section  102; 

(8)  the  term  "sale  date  "  means  the  date  on 
which  the  initial  public  offering  is  closed; 

(9)  the  term  "subsidiary "  means  any  cor- 
poration more  than  50  percent  of  whose 
outstanding  voting  securities  are  directly  or 
indirectly  owned  by  the  Corporation; 

(10)  the  term  "United  States  share" 
means  a  share  of  common  stock  of  the  Cor- 


poration held  by  the  United  States  Govern- 
ment on  the  date  of  the  enactment  of  this 
Act;  and 

(11)  the  term  "warrant"  means  an  instru- 
ment entitling  its  owner  to  purchase,  at  a 
prescribed  price  or  prices  for  a  prescribed 
period,  common  stock  of  the  Corporation. 

TITLE  I-CONRAIL 

Subtitle  A— Sale  or  Conrail 

SEC.  101.  preparation  for  public  offering. 

(a)  Public  Offering  Managers.— ( 1 )  Not 
later  than  30  days  after  the  date  of  the  en- 
actment of  this  Act,  the  Secretary  of  Trans- 
portation, in  consultation  with  the  Secre-- 
tary  of  the  Treasury  and  the  Chairman  of 
the  Board  of  Directors  of  the  Corporation, 
shall  retain  the  services  of  investment  bank- 
ers to  manage  the  public  offering  (hereafter 
in  this  subtitle  referred  to  as  the  "co-manag- 
ers"). 

(2)  In  selecting  the  co-managers  under 
paragraph  (1),  recognition  and  consider- 
ation shall  be  given  to  contributions  made 
by  particular  investment  banking  firms 
before  the  date  of  the  enactment  of  this  Act 
in  promoting  a  public  offering. 

(b)  Payment  to  the  United  States.— Not 
later  than  30  days  after  the  date  of  the  en- 
actment of  this  Act,  the  Corporation  shall 
transfer  to  the  Secretary  of  the  Treasury 
$300,000,000. 

(c)  Registration  Statement.— The  Corpo- 
ration shall  prepare  and  cause  to  be  filed 
with  the  Securities  and  Exchange  Commis- 
sion a  registration  statement  with  respect  to 
the  securities  to  be  offered  and  sold  in  ac- 
cordance with  the  securities  laws  and  the 
rules  and  regulations  thereunder  in  connec- 
tion with  the  initial  and  any  subsequent 
public  offering. 

(d)  Limit  on  Authority  To  Purchase 
Stock.— Section  216(b)  of  the  Regional  Rail 
Reorganization  Act  of  1973  (45  U.S.C. 
726(b))  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(5)  The  authority  of  the  Association  to 
purchase  debentures  or  series  A  preferred 
stock  of  the  Corporation  shall  terminate 
upon  the  date  of  the  enactment  of  the  Con- 
rail Privatization  Act.". 

SEC.  102.  public  offering. 

(a)  Structure  of  Public  Offering.— (1) 
After  the  registration  statement  referred  to 
in  section  101(c)  is  declared  effective  by  the 
Securities  and  Exchange  Commission,  the 
Secretary  of  Transportation,  in  consultation 
with  the  Secretary  of  the  Treasury,  the 
Chairman  of  the  Board  of  Directors  of  the 
Corporation,  and  the  co-managers,  shall 
offer  the  United  States  shares  for  sale  in  a 
public  offering,  except  as  provided  in  para- 
graphs (2)  and  (3). 

(2)  The  Secretary  of  Transportation,  after 
such  consultation,  may  elect  to  offer  less 
than  all  of  the  United  SUtes  shares  for  sale 
at  the  time  of  the  initial  sale. 

(3)  Under  no  circumstances  shall  the  Sec- 
retary of  Transportation  offer  any  of  the 
United  States  shares  for  sale  unless,  before 
the  sale  date,  the  Secretary  determines, 
after  such  consultation,  that  the  estimated 
sum  of  the  gross  proceeds  from  the  sale  of 
all  the  United  SUtes  shares  and  the  value 
of  any  warrants  issued  under  subsection  (f) 
is  at  least  $1,700,000,000. 

(b)  Subsequent  Sales.— If  the  Secretary  of 
Transportation  elects  to  offer  for  sale  less 
than  all  the  United  SUtes  shares,  the  Secre- 
tary shall  sell  the  remaining  United  SUtes 
shares  in  subsequent  public  offerings. 

(c)  Consent  of  the  Corporation  Not  Re- 
quired.—Any  public  offerifg  under  this  sec- 
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tion  may  be  made 
the  Corporation. 

(d)  Authority  To  Require  Stock 
Sfuts.— (1)  The  Secretary  of  Transporta- 
tion, in  consultation  with  the  co-managers 
and  the  Chairman  of  the  Board  of  Directors 
of  the  Corporation,  may,  in  connection  with 
the  initial  public  offering  described  in  sub- 
section (a),  before  the  filing  of  the  registra- 
tion statement  referred  to  in  section  101(c), 
require  the  Corporation  to  declare  a  stock 
split  or  reverse  stock  split. 

(2)  The  Corporation  shall  take  such  action 
as  may  be  necessary  to  comply  with  the  Sec- 
retary's requirements  under  this  subsection. 

(e)  Cancellation  of  Other  Securities 
Held  by  the  United  States.— (1)  In  consid- 
eration for  amounts  paid  to  the  United 
States  under  section  101(b),  and  for  any 
warrants  issued  under  subsection  (f>  of  this 
section,  the  Secretary  of  Trans|x>rtation 
shall,  concurrent  with  the  initial  public  of- 
fering described  in  subsection  (a),  deliver  to 
the  Corporation  all  preferred  st(x;k,  7.5  per- 
cent debentures,  and  contingent  Interest 
notes  of  the  Corporation.  The  Corporation 
shall  immediately  cancel  such  debentures, 
preferred  stock,  and  contingent  interest 
notes,  and  any  interest  of  the  United  States 
in  such  debentures,  preferred  stock,  and 
contingent  interest  notes  shall  be  thereby 
extinguished. 

(2)  For  purposes  of  regulation  by  the 
Commission  and  State  public  utility  regula- 
tion, and  for  purposes  of  reporting  to  the 
Securities  and  Exchange  Commission,  the 
actions  authorized  by  this  subsection,  the 
public  offering,  and  the  value  of  the  consid- 
eration received  therefor  shall  not  change 
the  value  of  the  Corporation's  assets  net  of 
depreciation  and  shtdl  not  be  used  to  alter 
the  calculation  of  the  Corporation's  stock  or 
asset  values,  rate  base,  expenses,  costs,  re- 
turns, profits,  or  revenues,  or  otherwise 
affect  or  be  the  basis  for  a  change  in  the 
regulation  of  any  railroad  service,  rate,  or 
practice  provided  or  established  by  the  Cor- 
poration, or  any  change  in  the  financial  re- 
porting practice  of  the  Corporation. 

(f)  Issuance  or  Warrants.— (1)  Before  the 
registration  statement  referred  to  in  section 
101(c)  is  declared  effective  by  the  Securities 
and  Exchange  Commission,  the  Secretary  of 
Transportation,  in  consultation  with  the 
Secretary  of  the  Treasury,  the  Chairman  of 
the  Board  of  Directors  of  the  Corporation, 
and  the  co-managers,  shall  determine 
whether  to  require  the  Corporation  to  issue 
warrants  to  the  United  States  in  conjunc- 
tion with  the  public  offering,  if  it  will  in- 
crease the  amount  to  be  realized  by  the 
United  SUtes. 

(2)  The  Corporation  shall  take  such  action 
as  may  be  necessary  to  comply  with  the  Sec- 
retary's requirements  under  this  subsection. 

SEC.  1*3.  FEES. 

The  Secretary  of  Transportation,  in  con- 
sultion  with  the  Secretary  of  the  Treasury 
and  the  Chairman  of  the  Board  of  Directors 
of  the  Corporation,  shall  agree  to  pay  to  in- 
vestment bankers  and  other  persons  partici- 
pating in  the  public  offering  the  absolute 
minimum  amount  in  fees  necessary  to  carry 
out  the  public  offering. 

Subtitle  B— Other  Matters  Relating  to 
THE  Sale 

SBC  111.  RAIL  SERVICE  GUARANTEES. 

(a)  Five- Year  Restrictions  on  the  Corpo- 
ration.—During  a  period  of  5  years  begin- 
ning on  the  date  of  the  enactment  of  this 
Act.  the  following  restrictions  shall  apply  to 
the  Corporation: 

(1)  The  Corporation  shall  spend  in  each 
fiscal  year  the  greater  of  (A)  an  amount 


equal  to  the  Corporation's  depreciation  for 
financial  reporting  purposes  for  such  year 
or  (B)  $500,000,000,  in  capital  expenditures. 
With  respect  to  any  fiscal  year,  the  Corpo- 
ration's Board  of  Directors  may  reduce  the 
required  capital  expenditures  for  each  year 
to  an  amount  which  the  Board  determines 
is  justified  by  prudent  and  engineering  prac- 
tices, except  that  the  Corporation's  capital 
expenditures  shall  not  be  less  than 
$350,000,000  for  its  first  fiscal  year  begin- 
ning after  the  sale  date,  a  total  of 
$700,000,000  for  its  first  two  fiscal  years  be- 
ginning after  the  sale  date,  a  total 
$1,050,000,000  for  its  first  three  fiscal  years 
beginning  after  the  sale  date,  a  total  of 
$1,400,000,000  for  its  first  four  fiscal  years 
beginning  after  the  sale  date,  and  a  total  of 
$1,750,000,000  for  its  first  five  fiscal  years 
beginning  after  the  sale  date. 

(a)(A)  Except  as  otherwise  provided  under 
subparagraph  (B),  no  common  stock  divi- 
dend or  preferred  stock  dividend  may  be  de- 
clared or  paid  by  the  Corporation. 

(B)(i)  Concurrent  with  the  declaration  of 
any  common  st<x;k  dividend  or  preferred 
stock  dividend,  the  Corporation's  Board  of 
Directors  shall  find  and  certify  that,  after 
payment  of  such  dividend  the  Corporation 
will  be  in  compliance  with  the  requirements 
of  paragraph  ( 1 )  for  the  fiscal  year  in  which 
such  dividend  payment  is  made. 

(ii)  Concurrent  with  the  declaration  of 
any  common  st(x;k  dividend,  the  Corpora- 
tion's Board  of  Directors  shall  find  and  cer- 
tify that,  after  payment  of  such  dividend, 
the  cumulative  amount  of  all  common  stock 
dividends  paid  after  the  sale  date  will  not 
exceed  50  percent  of— 

(I)  the  cumulative  net  income  of  the  Cor- 
poration for  the  period  beginning  after  the 
end  of  the  last  fiscal  quarter  of  the  Corpora- 
tion ending  before  the  sale  date,  less 

(II)  the  cumulative  amount  of  any  pre- 
ferred stock  dividends  declared  and  paid 
after  the  sale  date. 

(C)  For  purposes  of  this  paragraph— 
(i)   the   term    "common   stock   dividend" 
means— 

(I)  the  declaration  or  payment  by  the  Cor- 
poration of  any  dividends  in  cash,  property, 
or  other  assets  with  respect  to  any  shares  of 
the  common  stock  of  the  Corporation  (other 
than  dividends  payable  solely  in  shares  of 
the  common  stock  of  the  Corporation); 

(II)  the  application  of  any  of  the  property 
or  assets  of  the  Corporation  to  the  pur- 
chase, redemption,  or  other  acquisition  or 
retirement  of  any  shares  of  the  common 
stock  of  the  Corporation; 

(III)  the  setting  apart  of  any  sum  for  the 
purchase,  redemption,  or  other  acquisition 
or  retirement  of  any  shares  of  the  common 
stock  of  the  Corporation;  and 

(IV)  the  making  of  any  other  distribution, 
by  reduction  of  capital  or  otherwise,  with 
respect  to  any  shares  of  the  common  stock 
of  the  Corporation;  and 

(ii)  the  term  "preferred  stock  dividend" 
means— 

(I)  the  declaration  or  payment  by  the  Cor- 
poration of  any  dividends  in  cash,  property, 
or  other  assets  with  respect  to  any  shares  of 
the  preferred  stock  of  the  Corporation: 

(II)  the  application  of  any  of  the  property 
or  assets  of  the  Corporation  to  the  pur- 
chase, redemption,  or  other  acquisition  or 
retirement  of  any  shares  of  the  preferred 
stock  of  the  Corix>ration; 

(III)  the  setting  apart  of  any  sum  for  the 
purchase,  redemption,  or  other  acquisition 
or  retirement  of  any  shares  of  the  preferred 
stock  of  the  Corporation;  and 

(IV)  the  making  of  any  other  distribution, 
by  reduction  of  capital  or  otherwise,  with 


respect  to  any  shares  of  the  preferred  stock 
of  the  Corporation. 

(3)  The  Corporation  shall  continue  its  af- 
firmative action  program  and  its  minority 
vendor  program,  substantially  as  such  pro- 
grams were  being  conducted  by  the  Corpo- 
ration as  of  February  8,  1985,  subject  to  any 
provisions  of  applicable  law. 

(4)  The  locomotive  shop  and  car  repair 
shop  in  Altoona/Hollidaysburg,  Pennsylva- 
nia, and  the  corporate  headquarters  in 
Philadelphia.  Pennsylvania,  shall  be  re- 
tained. 

(b)  Three- Yeah  Restrictions  on  the  Cor- 
poration.—During  a  period  of  3  years  begin- 
ning on  the  date  of  the  enactment  of  this 
Act.  the  following  restrictions  shall  apply  to 
the  Corporation: 

(1)  The  Corporation  shall  not  permit  to 
occur  any  transaction  or  series  of  transac- 
tions (other  than  in  the  ordinary  course  of 
business  of  the  Corporation  and  its  subsidi- 
aries) whereby  all  or  any  substantial  part  of 
the  railroad  assets  and  business  of  the  Cor- 
poration and  its  subsidiaries  taken  as  a 
whole  are  sold,  leased,  transferred,  or  other- 
wise disposed  of  to  any  corporation  or  entity 
other  than  to  a  wholly  owned  subsidiary  of 
the  Corporation. 

(2)  The  Corporation  shall  have  on  hand  at 
the  end  of  each  fiscal  year  cash  or  cash 
equivalents  of  at  least  $250,000,000. 

(3)  The  Corporation  shall  offer  any  line 
for  which  an  abandonment  certificate  is 
issued  by  the  Commission  to  a  purchaser 
who  agrees  to  provide  interconnecting  rail 
service.  Such  offer  shall  last  for  the  120-day 
period  following  the  date  of  issuance  of  the 
abandonment  certificate  and  the  price  for 
such  abandoned  line  shall  be  equal  to  75 
percent  of  net  liquidation  value  as  deter- 
mined by  the  Commission,  pursuant  to  regu- 
lations that  had  been  issued  under  section 
308  of  the  Regional  Rail  Reorganization  Act 
of  1973. 

SEC.  112.  OWNERSHIP  LIMITATIONS. 

(a)  General.— (1)( A)  During  a  period  of  5 
years  beginning  on  the  date  of  the  enact- 
ment of  this  Act  no  person,  directly  or  indi- 
rectly, may  acquire  or  hold  securities  repre- 
senting more  than  7.5  percent  of  the  total 
votes  of  all  outstanding  voting  securities  of 
the  Corporation. 

(B)  This  paragraph  shall  not  apply— 

(i)  to  the  employee  stock  ownership  plan 
(or  successor  plans)  of  the  Corporation, 

(ii)  to  the  Secretary  of  Transportation, 

(iii)  to  a  railroad  as  described  under  sub- 
section (b)(1), 

(iv)  to  underwriting  syndicates  holding 
shares  for  resale,  or 

(V)  in  the  case  of  shares  beneficially  held 
by  others,  to  commercial  banks,  broker-deal- 
ers, clearing  corporations,  or  other  nomi- 
nees. 

(2)  During  a  period  of  5  years  beginning 
on  the  date  of  the  enactment  of  this  Act. 
not  more  than  20  percent  of  the  stock  of  the 
Corporation  may  be  held  by  or  for  the  bene- 
fit of  persons  not  citizens  of  the  United 
States  or  entities  owned  or  controlled  by 
persons  not  citizens  of  the  United  States. 

(b)  Railroads.- (1)(A)  During  a  period  of 
5  years  beginning  on  the  date  of  the  enact- 
ment of  this  Act.  no  railroad  may  purchase 
or  hold,  directly  or  indirectly,  more  than  7.5 
percent  of  any  class  of  stock  of  the  Corpora- 
tion unless  such  railroad  files  for  approval 
and  authorization  of  the  Commission  under 
section  11343  of  title  49,  United  States  Code, 
except  as  provided  in  paragraph  (2).  If  such 
an  application  is  filed,  the  Commission  shall 
give  substantial  weight  to  any  views  of  the 
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Secretary  of  Transportation  regarding  such 
application  which  may  be  submitted  to  the 
Commission. 

(B)  During  a  period  of  5  years  beginning 
on  the  date  of  the  enactment  of  this  Act. 
any  railroad  which  purchases  or  holds  no 
more  than  7.5  percent  of  any  class  of  stock 
of  the  Corporation  shall  vote  such  stock  in 
the  same  proportion  as  all  other  conunon 
stock  of  the  Corporation  is  voted.  During 
such  5-year  period,  any  railroad  which  pur- 
chases or  holds  more  than  7.5  percent  of 
such  stock  shall,  unless  such  acquisition  has 
been  approved  by  the  Commission  as  de- 
scribed in  subparagraph  (A),  vote  such  stock 
as  directed  by  the  Commission,  or,  in  the  ab- 
sence of  any  such  direction,  in  the  same  pro- 
portion as  all  other  common  stock  of  the 
Corporation  is  voted.  As  used  in  this  para- 
graph, the  term  "railroad"  means  a  class  I 
railroad  as  determined  by  the  Commission 
under  the  definition  in  effect  on  the  date  of 
the  enactment  of  this  Act,  and  includes  any 
entity  controlling,  controlled  by,  or  under 
common  control  with  any  railroad  (other 
than  the  Corporation  or  its  subsidiaries). 

(2)(A)  Norfolk  Southern  Corporation. 
CSX  Corporation,  and  their  successors  and 
assigns,  shall  not  purchase  or  own,  directly 
or  indirectly,  more  than  7.5  percent  of  the 
common  stock  of  the  Corporation. 

(B)  The  Commission  shall  not  consider 
any  application  filed  under  section  11343  or 
11344  of  title  49,  United  States  Code,  from— 

(I)  the  Corporation;  or 

(ii)  Norfolk  Southern  Corporation,  CSX 
Corporation,  the  successors  and  assigns  of 
such  corporations,  and  any  person  control- 
ling, controlled  by,  or  under  common  con- 
trol with  such  corporations,  successors,  and 
assigns,  for  authority  to  enter  into  any 
merger  or  consolidation,  or  any  other  trans- 
action prohibited  under  subparagraph  (A), 
between  the  Corporation  and  any  entity  de- 
scribed in  clause  (ii). 

(C)  Subparagraphs  (A)  and  (B)  shall  cease 
to  be  effective  upon— 

(1)  the  guarantee  of  any  loan  to  the  Cor- 
poration under  section  115;  or 

(ii)  the  expiration  of  3  years  after  the  date 
of  the  enactment  of  this  act. 
When  subparagraph  (A)  and  (B)  cease  to  be 
effective,  entities  described  in  subparagraph 
(B)(ii)  shall  be  considered  railroads  for  pur- 
poses of  paragraph  ( 1 ). 

SEC.  113  BOARD  OF  DIRECTORS. 

Except  as  may  be  prescribed  by  the  Secre- 
tary of  Transportation  in  section  115,  the 
Board  of  Directors  of  the  Corporation  shall 
be  comprised  as  follows: 

(1)  Except  as  provided  in  ptu-agraph  (3), 
with  respect  to  the  period  ending  June  30. 
1987,  the  board  shall  remain  as  it  exists  on 
the  date  of  the  enactment  of  this  Act,  with 
any  vacancies  being  filled  by  directors  nomi- 
nated and  elected  by  the  remainder  of  the 
members  of  the  board. 

(2)(A)  Except  as  provided  in  paragraph 
(3),  with  respect  to  the  perigd  beginning 
July  1, 1987,  the  board  shall  consist  of— 

(i)  3  directors  appointed  by  the  Secretary 
of  Transportation; 

(ii)  the  Chief  Executive  Officer  and  the 
Chief  Operating  Officer  of  the  Corporation; 
and 

(ill)  8  directors  m>pointed  from  among  per- 
sons knowledgeable  in  business  affairs  by 
the  special  court  established  under  section 
209  of  the  Regional  Rail  Reorganization  Act 
of  1973,  in  consultation  with  the  Secretary 
of  Transportation  and  the  Chairman  of  the 
Board  of  Directors  of  the  Corporation,  and 
recogni^ng  the  need  for  any  importance 
of- 


(I)  continuity  in  the  direction  of  the  Cor- 
poration's business  and  affairs; 

(II)  preserving  the  value  of  the  invest- 
ment of  the  United  States  in  the  Corpora- 
tion: and 

(III)  preserving  essential  rail  service  pro- 
vided by  the  Corporation. 

(B)  The  Secretary  of  Transportation  and 
the  special  court  may  appoint  directors 
under  subparagraph  (A)  from  among  exist- 
ing directors  of  the  Corporation. 

(3)(A)  After  the  sale  date,  one  director 
shall  be  elected  by  the  public  shareholders 
of  the  Corporation  for  each  increment  of 
12.5  percent  of  the  interest  of  the  United 
States  in  the  Corporation  that  has  been  sold 
through  public  offering. 

(B)  With  respect  to  the  period  ending 
June  30,  1987- 

(j)  the  first  director  elected  under  this 
paragraph  shall  replace  the  member  of  the 
board  who  became  a  director  most  recently 
from  among— 

(I)  directors  appointed  by  the  United 
States  Railway  Association,  or  elected  imder 
paragraph  (1)  to  replace  such  a  director, 
and 

(II)  directors  appointed  by  the  Secretary 
of  Transportation,  or  elected  under  para- 
graph (1)  to  replace  such  a  director; 

(ii)  the  second  director  elected  under  this 
paragraph  shall  replace  the  member  of  the 
Board  who  became  a  director  most  recently 
from  among  directors  described  in  clause 
(i)(I)  or  (II).  whichever  group  the  first  direc- 
tor replaced  under  this  subparagraph  was 
not  a  member  of;  and 

(iii)  subsequent  directors  elected  under 
this  paragraph  shall  replace  members  alter- 
nately from  the  group  described  in  clause 
(i)(I)  and  (II). 

(C)  With  respect  to  the  period  beginning 
July  1.  1987.  directors  elected  under  this 
paragraph  shall  replace  directors  appointed 
by  the  special  court  under  paragraph 
(2)(A)(iii),  in  the  order  designated  by  the 
special  court  in  a  list  to  be  issued  at  the 
time  of  such  original  appointments. 

(D)  With  respect  to  the  period  beginning 
on  the  first  date  more  than  50  percent  of 
the  interest  of  the  United  States  in  the  Cor- 
poration has  been  sold  through  public  offer- 
ing and  ending  when  100  percent  of  such  in- 
terest has  been  sold— 

(i)  all  remaining  memljers  of  the  board  re- 
ferred to  in  paragraph  (2)(A)(iii),  and 

(ii)  with  respect  to  the  period  ending  June 
30,  1987,  all  remaining  members  of  the 
board,  except  3  members  appointed  by  the 
Secretary  of  Transportation  and  the  Chief 
Executive  Officer  and  the  Chief  Operating 
Officer  of  the  Corporation, 
shall  be  replaced  by  directors  elected  by  the 
public  shareholders  of  the  Corporation. 

(E)  After  100  percent  of  the  interest  of 
the  United  States  in  the  Corporation  has 
been  sold,  any  remaining  directors  appoint- 
ed by  the  Secretary  of  Transportation,  the 
United  States  Railway  Association,  or  the 
special  court  referred  to  under  paragraph 
(2)(A)(iii),  shall  be  replaced  by  directors 
elected  by  the  public  shareholders  of  the 
Corporation. 

(P)  Nothing  in  this  paragraph  shall  be 
construed  to  prohibit  any  director  referred 
to  in  this  section  from  being  elected  as  a  di- 
rector by  the  public  shareholders  of  the 
Corporation. 

(4)(A)  No  director  appointed  or  elected 
under  this  section  shall  be  an  employee  of 
the  United  SUtes,  except  as  provided  in  sec- 
tion 115  or  as  elected  by  the  public  share- 
holders of  the  Corporation. 


(B)  No  director  appointed  or  elected  under 
this  section  shall  be  an  employee  of  the  Cor- 
poration, except  as  provided  in  paragraph 
(2)(A)(ii)  or  as  elected  by  the  public  share- 
holders of  the  Corporation. 

SEC.  114.  PROVISIONS  FOR  EMPLOYEES. 

(a)  Thahsitionai,  Employee  Protection.— 
Section  701(d)(2)  of  the  Regional  Rail  Reor- 
ganization Act  of  1973  is  amended  to  read  as 
follows: 

"(2)  Notwitlistanding  any  other  provision 
of  law— 

"(A)  upon  exhaustion  of  appropriated 
funds  available  for  payment  of  benefits  or 
expenses  of  administration  of  the  Railroad 
Retirement  Board  (hereafter  in  this  section 
referred  to  as  the  Board)  under  this  sec- 
tion, or  on  the  expiration  of  60  days  after 
the  date  of  enactment  of  the  Conrail  Privat- 
ization Act,  whichever  first  occurs,  the 
United  States  shall  have  no  further  liability 
under  this  section,  but  the  Corporation 
shall- 

'(i)  as  agent  for  the  Board,  pay  benefits 
under  this  section,  without  reimbursement, 
in  such  amounts  and  to  such  eligible  em- 
ployees as  the  Board  shall  designate,  subject 
to  the  limitations  prescribed  in  the  benefit 
schedules  issued  under  subsection  (a);  and 

"(ii)  on  a  periodic  basis  determined  by  the 
Board,  advance  to  the  Board  its  necessary 
expenses  of  administration,  including  ex- 
penses reasonably  required  for  close-out  of 
the  program  of  labor  protection  under  this 
section  and  for  technical  transition  to  the 
program  of  labor  protection  required  by  the 
Conrail  Privatization  Act.  which  advances 
shall  be  made  without  reimbursement. 

"(B)  The  Corporation  shall  promptly 
honor  the  Board's  requests  for  advances 
under  this  paragraph  as  due  and  payable 
liquidated  debts,  subject  to  later  adjustment 
after  audit  by  the  Inspector  General  of  the 
Board.  The  Board  is  authorized  to  receive 
and  apply  Corporation  funds  advanced 
under  this  paragraph  for  administration  of 
this  section  and  to  refund  to  the  Corpora- 
tion any  excess  administrative  funds  ad- 
vanced by  the  Corporation. 

•(C)  The  Corporation  shall  be  deemed 
subrogated  to  the  right  of  the  Board  to  re- 
cover any  benefit  paid  by  the  Corporation 
as  agent  for  the  Board  that  was  improvi- 
dently  paid  under  this  paragraph,  and  the 
Board  shall  cooperate  with  the  Corporation 
in  its  effort  to  recover  any  such  payment; 
but  the  Corporation  shall  have  no  claim 
against  the  Board  for  such  payment,  and 
the  Board  shall  not  t)e  made  a  real  party  in 
interest  to  any  lawsuit  or  to  any  proceeding 
with  respect  to  recovery  of  such  payment. 

••(D)  Benefits  provided  by  the  Corpora- 
tion, as  agent  for  the  Board,  shall,  for  pur- 
poses of  this  title,  be  deemed  to  have  been 
made  available  under  section  713  of  this 
title.". 

(b)  Dispute  Resolution.— Section  701  of 
the  Regional  Rail  Reorganization  Act  of 
1973  is  further  amended  by  addifg  at  the 
end  thereof  a  new  subsection  as  follows: 

■•(e)  Any  dispute  or  controversy  regarding 
eligibility  for  benefits  under  this  section 
shall  be  determined  under  such  procedures 
as  the  Board  may  by  regulation  prescribe. 
Subject  to  administrative  reconsideration  by 
the  Board  under  its  own  procedures,  find- 
ings of  fact  and  conclusions  of  law  of  the 
Board  in  determination  of  any  claim  for 
such  benefits  shall,  in  the  absence  of  fraud 
or  an  action  exceeding  the  Board's  jurisdic- 
tion, be  binding  and  conclusive  for  all  pur- 
poses and  shall  not  be  subject  to  review  in 
any  manner.  For  purposes  of  administration 
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of  this  section,  the  administrative  powers 
and  penalties  set  forth  in  sections  9  and  12 
of  the  Railroad  Unemployment  Insurance 
Act  shall  apply  as  if  incorporated  herein. ". 

(c)  Rkpkal  or  Section  701.— Section  701  of 
the  Regional  Rail  Reorganization  Act  of 
1973  is  repealed  effective  on  the  sale  date. 
Notwithstanding  this  repeal— 

(1)  any  dispute  or  controversy  regarding 
benefits  under  section  701  shall  be  deter- 
mined under  the  terms  of  the  law  in  effect 
prior  to  such  repeal;  and 

(2)  the  Railroad  Retirement  Board  shall 
take  such  actions  as  may  be  necessary  to 
complete  administration  and  closeout  of  the 
section  701  program. 

(d)  CoHnNuiMC  Responsibilities.— ( 1)  On 
and  after  the  sale  date,  the  Corporation 
shall  provide  the  protection  for  its  employ- 
ees described  in  "Part  III.  Article  III,  Em- 
ployee Protection",  of  the  "Definitive 
Agreement  of  September  17,  1985.  By  and 
Between  Conrail  and  the  Undersigned  Rep- 
resentatives of  Conrail's  Agreement  Em- 
ployees" and  Appendix  3  thereto,  together 
with  any  amendments  thereto,  or  under  any 
other  terms  and  conditions  as  shall  be 
agreed  between  the  Cor[>oration  and  the 
representatives  of  its  employees. 

(2)  The  Corporation  shall  pay.  as  desig- 
nated by  the  Railroad  Retirement  Board, 
any  remaining  benefits  under  section  701  of 
the  Regional  Rail  Reorganization  Act  of 
1973  that  accrued,  but  were  not  disbursed, 
prior  to  the  sale  date. 

(3)  The  Railroad  Retirement  Board  shall 
transfer  to  the  Corporation  such  informa- 
tion regarding  administration  of  the  labor 
protection  program  under  such  section  701 
as  may  be  reasonably  necessary  for  the  Cor- 
poration to  discharge  its  responsibilities 
under  this  subsection,  including  the  individ- 
ual claim  records  of  employees  of  the  Cor- 
poration. 

(4)  The  United  SUtes  shall  have  no  liabil- 
ity for  benefits  under  this  subsection. 

(e)  Compensation  por  Wages  Below  In- 
DUSTRT  Standard.— The  Corporation  shall 
pay  $200,000,000  to  present  and  former  em- 
ployees subject  to  collective  bargaining 
agreements,  in  accordance  with  the  terms 
and  conditions  in  the  Definitive  Agreement 
referred  to  In  subsection  (dKl),  or  as  other- 
wise agreed  between  the  parties. 

(f)  ESOP  Transactions.— (1)  As  soon  as 
practicable  after  the  date  of  the  enactment 
of  this  Act,  the  employee  stock  ownership 
plui  of  the  Corporation  (hereafter  in  this 
subsection  referred  to  as  the  "ESOP")  shall 
be  amended  to  provide  that— 

(A)  the  shares  of  the  ConRail  Equity  Cor- 
poration preferred  stock  held  by  the  ESOP 
shall  be  surrendered  by  the  ElSOP  in  ex- 
change for  an  equal  number  of  shares  of  the 
common  stock  of  the  Corporation,  and  such 
common  stock  of  the  Corporation  shall  be 
allocated  by  the  ESOP  to  the  same  persons 
in  the  same  amounts  as  the  shares  of  Con- 
Rail  Equity  Corporation  preferred  stock 
had  been  allocated:  and 

(B)  the  remaining  shares  of  the  ConRail 
Equity  Corporation  preferred  stock  held  by 
the  Corporation  shall  be  cancelled,  and  an 
equal  number  of  shares  of  the  common 
stock  of  the  Corporation  shall  be  contribut- 
ed by  the  Corporation  to  the  ESOP,  which 
shares  shall  be  allocated  by  the  ESOP  to 
the  ESOP  participants  in  accordance  with 
the  formula  set  forth  in  section  2  of  Article 
II  of  Part  III  of  the  Definitive  Agreement 
referred  to  in  subsection  (dXl),  and  in  ac- 
cordance with  a  comparable  formula  for 
present  and  former  employees  of  the  Corpo- 
ration not  covered  by  such  section  of  the 


Definitive  Agreement,  except  that  no  contri- 
bution by  the  Corporation  to  the  ESOP 
shall  be  made  which  would  affect  the  status 
of  the  ESOP.  or  of  any  of  the  employee  ben- 
efit plans  maintained  by  the  Corporation  or 
any  affiliate  of  the  Corporation,  as  an  em- 
ployee stock  ownership  plan  under  the  In- 
ternal Revenue  Code  of  1954. 

(2)(A)(i)  As  soon  as  practicable  after  the 
expiration  of  90  days  after  the  sale  date,  the 
ESOP  shall  distribute  all  of  the  stock  in  the 
accounts  of  its  participants  and  benefici- 
aries, except  as  provided  in  clause  (ii). 

(ii)  Fractional  shares  shall  not  be  distrib- 
uted under  clause  (i).  Shares  equal  to  the 
aggregate  amount  of  fractional  shares  shall 
be  surrendered  by  the  ESOP  and  redeemed 
by  the  Corporation  for  cash  at  the  average 
closing  price  for  the  common  stock  of  the 
Corporation  on  a  national  securities  ex- 
change for  the  10  business  days  immediately 
preceding  the  date  of  distribution  under 
clause  (i),  or,  if  the  common  stock  of  the 
Corporation  is  not  listed  on  a  national  secu- 
rities exchange,  at  the  average  closing  price 
for  such  stock  for  such  10  business  days  as 
appearing  in  any  regularly  published  report- 
ing or  quotation  service,  and  the  proceeds  of 
such  redemption  shall  be  distributed  by  the 
ESOP  to  the  same  participants  and  benefici- 
aries and  the  same  amounts  as  the  fraction- 
al shares  had  been  allocated. 

(B)  After  completing  the  distribution 
under  subparagraph  (A),  the  ESOP  shall 
terminate. 

(3)  The  Corporation  shall  distribute  any 
shares  of  its  common  stock  which,  because 
of  the  exception  under  paragraph  (IXB). 
could  not  be  contributed  to  the  ESOP  to 
those  persons  to  whom  the  ESOP  would 
have  allocated  such  shares  pursuant  to 
paragraph  (1)(B)  had  such  shares  been  con- 
tributed to  the  ESOP. 

(4)  Por  purposes  of  Rule  144  promulgated 
under  the  Securities  Act  of  1933.  each  share 
of  the  common  stock  of  the  Corporation  dis- 
tributed under  this  subsection  shall  be 
deemed  to  have  been  beneficially  owned  by 
the  recipient,  as  of  the  date  of  such  distribu- 
tion, for  a  period  of  three  years. 

SEC.  115.  essential  RAIL  SERVICE  LOAN  GUARAN- 
TEES. 

At  any  time  before  the  expiration  of  the 
ten  year  period  beginning  on  the  date  of  the 
enactment  of  this  Act,  the  Secretary  of 
Transportation  may.  if  the  Corporation  re- 
quests and  the  Secretary  of  Transportation 
determines  that  it  is  in  the  public  interest 
and  is  necessary  for  the  Corporation  to  con- 
tinue to  provide  essential  rail  service,  ar- 
range to  guarantee  a  loan  or  loans  of  up  to  a 
total  of  $500,000,000.  under  such  terms  and 
conditions  as  the  Secretary  of  Transporta- 
tion shall  prescribe,  which  may  include  rep- 
resentation on  the  Board  of  Directors  of  the 
Corporation  by  the  Secretary  of  Transpor- 
tation and  the  Secretary  of  the  Treasury,  or 
their  designees. 
SEC.  IIS.  certain  enforcement  relief. 

(a)  Enporcement  Actions.— The  Secretary 
of  Transportation,  with  respect  to  any  pro- 
vision of  section  111  or  112.  and  any  person 
who  suffers  direct  economic  injury  as  a 
result  of  an  alleged  violation  by  the  Corpo- 
ration, with  respect  to  the  provisions  of  sec- 
tion 111(a)  (1)  and  (2),  and  (b)(2),  and  sec- 
tion 112,  may  bring  an  action  to  require 
compliance  with  such  provision. 

(b)  Special  Court.— Any  action  brought 
under  this  title  shall  be  brought  before  the 
special  court  established  under  section  209 
of  the  Regional  Rail  Reorganization  Act  of 
1973.  Such  special  couri  may  limit  the  en- 
forcement of  a  restriction  under  section  111. 


if  the  effect  of  such  restriction  would  be  to 
sulKtantially  impair  the  continued  viability 
of  the  Corporation. 

Subtitle  C— Miscellaneous  Technical  and 
Conporming  Amendments  and  Repeals 

SEC.  121.  abolition  OF  UNITED  STATES  RAILWAY 

association. 

(a)  Abolition.— Effective  January  1,  1987, 
the  United  States  Railway  Association  is 
abolished. 

(b)  Transper  op  Securities  and  Responsi- 
bilities.—(1)  Any  securities  of  the  Corpora- 
tion held  by  the  United  States  Railway  As- 
sociation shall,  upon  the  date  of  the  enact- 
ment of  this  Act,  be  transferred  to  the  Sec- 
retary of  Transportation. 

(2)  If,  on  the  date  the  United  States  Rail- 
way Association  is  abolished  under  subsec- 
tion (a),  such  association  shall  not  have 
completed  the  termination  of  its  affairs  and 
the  liquidation  of  its  assets,  the  duty  of 
completing  such  winding  up  of  its  affairs 
and  liquidation  shall  be  transferred  to  the 
Secretary  of  Transportation,  who  for  such 
purposes  shall  succeed  to  all  the  powers, 
duties,  rights,  and  obligations  of  such  asso- 
ciation. 

(c)  Financing  Agreement.— ( 1)  On  Janu- 
ary 1,  1987.  the  Amended  and  Restated  Fi- 
nancing Agreement,  dated  May  10.  1979,  be- 
tween the  United  States  Railway  Associa- 
tion and  the  Corporation,  together  with  any 
and  all  rights  and  obligations  of  or  on 
behalf  of  any  person  with  respect  to  such 
agreement,  shall  terminate  and  be  of  no  fur- 
ther force  or  effect,  except  for  those  provi- 
sions specifying  terms  and  conditions  for 
payments  made  to  the  United  States  with 
respect  to  debentures,  preferred  stock,  and 
contingent  interest  notes. 

(2)  Effective  as  of  the  sale  date,  those  pro- 
visions of  the  Financing  Agreement  referred 
to  in  paragraph  (1)  shall  terminate. 

SEC.  122.  applicability  OF  REGIONAL  RAIL  RE- 
ORGANIZATION ACT  OF  1973  TO  CON- 
RAIL AFTER  SALE. 

Section  301  of  the  Regional  Rail  Reorga- 
nization Act  of  1973  (45  U.S.C.  741)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(k)  Governing  Provisions  Atter  Sale.— 
The  provisions  of  this  Act  shall  not  apply  to 
the  Corporation  and  to  activities  and  other 
actions  and  responsibilities  of  the  Corpora- 
tion and  its  directors  and  employees  after 
the  sale  date,  other  than  with  regard  to— 

"(1)  section  102; 

"(2)  section  201(d); 

"(3)  section  203.  but  only  with  respect  to 
information  relating  to  proceedings  before 
the  special  court  established  under  section 
209(b); 

"(4)  section  209.  other  than  subsection  (f) 
thereof; 

'(5)  section  216(f)(8).  but  only  as  such  au- 
thority applies  to  activities  related  to  the 
ESOP  and  related  trust  before  the  sale  date; 

"(6)  section  216(f)(9),  but  only  as  such  in- 
demnification applies  to  activities  relating 
to  the  ESOP  and  related  trust  before  the 
sale  date; 

"(7)  section  216(f)(10)  with  respect  to  all 
securities  of  the  Corporation  issued  or 
transferred  before  the  sale  date  ancf  all  se- 
curities of  ConRail  Equity  Corporation  and 
all  interests  in  the  ESOP; 

"(8)  section  217  (c)  and  (e); 

"(9)  subsection  (b)  of  this  section,  but  only 
with  respect  to  matters  covered  by  the  last 
sentence  of  such  subsection; 

"(10)  subsection  (i)  of  this  section,  but 
only  as  such  authority  applies  to  service  as  a 
director  of  the  Corporation  before  the  sale 
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of  the  interest  of  the  United  States  in  the 
common  stock  of  the  Corporation; 
"(11)  section  302,  but  only  to  the  extent  of 

(A)  the  creation  and  maintenance  of  the 
power  and  authority  of  the  Corporation  to 
operate  rail  service  and  to  rehabilitate,  im- 
prove, and  modernize  rail  properties,  and 

(B)  the  creation  and  maintenance  of  the 
powers  of  the  Corporation  as  a  railroad  in 
any  State  in  which  it  operates  as  of  the  sale 
date; 

"(12)  section  303(b)  (1)  and  (2).  but  only  to 
the  extent  of  establishing  the  legal  effect  of 
the  conveyance  of  property  ordered  and  of 
the  deeds  and  other  instruments  executed, 
acknowledged,  delivered,  or  recorded  in  con- 
nection therewith  and  the  quality  of  title 
acquired  In  such  property; 

"(13)  section  303(b)(3)(B)  with  respect  to 
the  effect  of  the  assignment,  conveyance,  or 
assumption  as  set  forth  in  the  last  sentence 
of  such  subparagraph  (B); 
"(14)  section  303(b)(5); 
"(15)  section  303(b)(6).  but  only  with  re- 
spect to  establishing  and  maintaining  the 
rights  of  the  Corporation  with  respect  to. 
limiting  its  obligations  with  respect  to.  and 
establishing  the  status  of,  the  employee 
pension  and  welfare  benefit  plans  trans- 
ferred to  the  Corporation  thereunder  and 
with  respect  to  the  exclusivity  of  the  juris- 
diction of  the  special  court  and  the  limita- 
tion of  jurisdiction  of  other  courts; 
"(16)  section  303(e); 

"(17)  section  304,  but  only  with  respect  to 
the  finality  of  abandonments  completed 
before  the  sale  date  pursuant  to  the  author- 
ity thereof; 

"(18)  section  304,  but  only  as  to  the  effect, 
and  continuing  administration,  of  supple- 
mental transactions  consummated  before 
the  sale  date; 

"(19)  section  308.  but  only  (A)  as  to  the  fi- 
nality of  abandonments  completed  before 
the  sale  date  and  (B)  as  to  abandonments  of 
lines  where  a  notice  or  notices  of  insuffi- 
cient revenues  with  respect  to  such  lines 
have  been  filed  before  November  1. 1985; 

"(20)  section  601(a)(2).  but  only  with  re- 
spect to  activities  before  the  sale  date; 

"(21)  section  601   (b)(2)  and  (b)(3).  but 
only  with  respect  to  Issuance  of  and  transac- 
tions In  any  security  of  the  Corporation 
before  the  sale  date; 
"(22)  section  702(e); 
"(23)  section  703; 
"(24)  section  704; 

"(25)  sections  706(a).  707.  and  708(a).  but 
only  insofar  as  they  establish  part  of  the 
prevailing  status  quo  for  the  Corporation's 
employees'  rates  of  pay.  rules,  and  working 
conditions,  such  provisions  to  continue  to 
apply  unless  changed  pursuant  to  section  6 
of  the  Railway  Labor  Act; 
"(26)  section  709; 
"(27)  section  710(b)(1); 
"(28)  section  711;  and; 
"(29)  section  714.  but  only  with  regard  to 
disputes  or  controversies  specified  In  such 
section  that  arose  before  the  sale  date.". 

SEC.  123.  MISCELLANEOUS  AMENDMENTS  AND  RE- 
PEALS. 

(a)  Regional  Rail  Reorganization  Act  of 
1973  Repeals.— The  following  provisions  of 
the  Regional  Rail  Reorganization  Act  of 
1973  (together  with  any  Items  relating  to 
such  provisions  contained  in  the  table  of 
contents  of  such  Act)  are  repealed: 

(1)  Title  IV  (45  U.S.C.  761  through  769c). 

(2)  Section  713  (45  U.S.C.  7971). 

(b)  Regional  Rail  Reorganization  Act  of 
1973  Amendments.— (1)  Section  102  of  the 
Regional  Rail  Reorganization  Act  of  1973 


(45  U.S.C.  702)  is  amended  by  Inserting  after 
paragraph  (17)  a  new  paragraph  as  follows: 
"(17A)  sale  date'  means  the  date  on  which 
the  initial  public  offering  of  the  securities 
of  the  Corporation  is  closed  under  the  Con- 
rail  Privatization  Act;". 

(2)  Section  217(c)  of  the  Regional  Rail  Re- 
organization Act  of  1973  (45  U.S.C.  727(c))  Is 
amended  by  striking  ".  until  the  property" 
and  all  that  follows,  and  Inserting  In  lieu 
thereof  "the  statutory  payment  date  of 
which,  determined  without  regard  to  any 
extensions  of  time  for  filing,  occurs  on  or 
before  January  1  of  the  year  in  which  the 
sale  date  occurs,  but  in  no  event  l)efore  Jan- 
uary 1,  1987.". 

(3)  Section  217(e)  of  such  Act  (45  U.S.C 
727(e))  is  amended  by  striking  "and  shall 
collect". 

(c)  Amendments  and  Repeals  of  Other 
Rail  Laws.— (1)(A)  Section  1152  of  the 
Northeast  Rail  Service  Act  of  1981  (45  U.S.C 
1105  Is  amended— 

(I)  by  Inserting  "or  title  I  of  the  Conrall 
Privatization  Act"  after  "subtitle"  each 
place  It  appears;  and 

(ID  In  the  second  sentence  of  subsection 
(c).  by  inserting  ■',  as  the  case  may  be,"  after 
the  insertion  made  by  clause  (i)  of  this  sub- 
paragraph. 

(B)(i)  The  following  provisions  of  the 
Northeast  Rail  Service  Act  of  1981  are  re- 
pealed: 

(1)  Section  1154  (45  U.S.C.  1107). 

(II)  Section  1161  (45  U.S.C.  1110). 

(III)  Section  1166  (45  U.S.C.  1114). 

(IV)  Subsection  (c)  of  section  1167  (45 
U.S.C.  1115). 

(ii)  The  Items  relating  to  such  sections 
1154.  1161,  and  1166  In  the  table  of  contents 
of  such  Act  are  repealed. 

(2)  Section  501(8)  of  the  Railroad  Revital- 
Izatlon  and  Regulatory  Reform  Act  of  1976 
(45  U.S.C.  821(8))  Is  amended  by  striking  out 

"(A)"  and  by  striking  out  all  that  follows 
"Improved  asset  utilization; ". 

(3)  Section  505  of  the  Railroad  Revitaliza- 
tlon  and  Regulatory  Reform  Act  of  1976  (45 
U.S.C.  825)  is  amended— 

(A)  in  subsection  (a)(1).  by  striking  out  all 
after  "railroad"  through  •1981) ";  and 

(B)  In  subsection  (b)(2)(C).  by  striking  out 
all  after  "costs"  the  second  time  it  appears 
through  "subsidy ". 

(4)  Subsection  (b)(1)  of  section  509  of  the 
Railroad  Revitalization  and  Regulatory 
Reform  Act  of  1976  (45  U.S.C.  829)  Is  re- 

(5)  Section  511(e)  of  the  Railroad  Revital- 
ization and  Regulatory  Reform  Act  of  1976 
(45  U.S.C.  831(e))  is  amended— 

(A)  by  striking  out  "(1)"  in  the  first  para- 
graph; .... 

(B)  by  striking  all  that  follows  "time  In 
the  first  paragraph  and  Inserting  in  lieu 
thereof  a  period:  and 

(C)  by  striking  out  paragraph  (2). 

(6)  Section  <Q2  of  the  Rail  Safety  and 
Service  Improvement  Act  of  1982  (45  U.S.C. 
825a)  is  repealed. 

(7)  Section  10362(b)(7HA)  of  title  49. 
United  States  Code.  Is  amended  by  striking 
out  "by  the  Consolidated  RaU  Corporation 
or". 

(d)  Plan  for  Continuation  of  Rail  Serv- 
ice.—In  the  event  the  Corporation  files  for 
bankruptcy,  the  Secretary  of  TransporU- 
tlon  shall  develop  and  submit  to  the  appro- 
priate court  a  reorganization  plan  for  the 
Corporation  which  maximizes  rail  service 
and  transportation  competition.  Such  court 
shall  give  substantial  weight  to  the  Secre- 
tary's plan. 


SEC.  124.  liability  OF  DIRECTORS. 

(a)  In  General.— No  person  referred  to  in 
section  216(f  )(8)(C)(i),  (11).  or  (ill)  of  the  Re- 
gional Rail  Reorganization  Act  of  1973  shall 
be  liable,  for  money  damages  or  otherwise, 
to  any  party  by  reason  of  the  fact  that  such 
person  is  or  was  a  director,  if.  with  respect 
to  the  subject  matter  of  the  action,  suit,  or 
proceeding,  such  person  was  fulfilling  a 
duty  which  such  person  in  good  faith  rea- 
sonably believed  to  be  required  by  law  or 
vested  in  such  person  in  his  capacity  as  a  di- 
rector of  the  Corporation.  In  connection 
with  any  action  taken  under  this  title. 

(b)  Exception.— This  section  shall  not 
apply  to  claims  arising  out  of  the  Securities 
Act  of  1933.  the  Securities  Exchange  Act  of 
1934.  or  the  Constitution  or  laws  of  any 
State,  territory,  or  possession  of  the  United 
States  relating  to  transactions  in  securities, 
which  claims  are  In  connection  with  a  public 
offering  under  section  102  of  this  Act. 

SEC.  125.  CHARTER  AMENDMENT. 

Within  60  days  after  the  date  of  the  en- 
actment of  this  Act.  the  Corporation  shall 
amend  its  Articles  of  Incorporation  to  con- 
tain the  following  provision,  which  provi- 
sion shall  not  be  subject  to  amendment  or 
repeal: 

"It  shall  be  a  fundamental  purpose  of  the 
Corporation  to  maintain  continued  rail  serv» 
ice  in  its  service  area.". 

SEC.  12«.  STATUS  OF  CONRAIL  AFTER  SALE. 

The  Corporation  shall  be  a  rail  carrier  as 
defined  In  section  10102(19)  of  title  49, 
United  States  Code,  notwithstanding  this 
title. 

SEC.  127.  EFFECT  ON  CONTRACTS. 

Nothing  In  this  title  shall  affect  any  obli- 
gation of  the  Corporation  to  carry  out  its 
transportation  contracts  and  equipment 
leases,  equipment  trusts,  and  conditional 
sales  agreements.  In  accordance  with  their 
terms. 

SEC.  121*.  RESOLUTION  OF  CERTAIN  ISSUES. 

(a)  Employee  Issues.— Section  114  com- 
pletely and  finally— 

(1)  extinguishes  all  employee  rights,  and 
any  obligation  of  the  United  States,  under 
section  401(e)  of  the  Regional  Rail  Reorga- 
nization Act  of  1973  as  in  effect  immediately 
before  the  date  of  the  enactment  of  this 
Act; 

(2)  resolves  any  and  all  claims  against  the 
Corporation  or  any  other  entity  arising 
under  the  Definitive  Agreement  referred  to 
In  section  114(d)(1); 

(3)  resolves  all  claims  to  pay  entitlements 
arising  out  of  the  pay  increase  deferrals  by 
present  and  former  employees  of  the  Corpo- 
ration under  the  Agreement  of  May  5.  1981. 
between  Contrail  and  Certain  Labor  Organi- 
zations for  Labor  Contributions  to  Self-Suf- 
flclency  for  Conrall; 

(4)  resolves  all  issues  raised  by  notices 
served  by  representatives  of  such  employees 
under  section  6  of  the  Railway  Labor  Act 
proposing  repayment  of  or  compensation 
for  such  deferrals;  and 

(5)  resolves  all  claims  against  the  Railway 
Labor  Executives'  Association  or  the  Corpo- 
ration by  any  adviser,  consultant,  or  other 
person  who  has  provided  services  to  such  as- 
sociation In  connection  with  any  matter  re- 
ferred to  In  this  title. 

(b)  Corporation  Actions.— The  Corpora- 
tion shall  not  be  considered  to  be  In  breach, 
default,  or  violation  of  any  agreement  to 
which  It  Is  a  party,  notwithstanding  any 
provision  of  such  agreement,  because  of  any 
provision  of  this  title  or  any  action  the  Cor- 
poration Is  required  to  take  under  this  title. 
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(c)  Right  To  Sot  Withdhaww— The 
United  States  hereby  withdraws  any  stated 
or  Implied  consent  for  the  United  States,  or 
any  agent  or  officer  of  the  United  States,  to 
be  sued  by  any  person  with  respect  to  any 
clalmns  for  damages  or  other  monetary 
compensation  arising  out  of  this  title.* 


September  18,  1986 


By  Mr.  BIDEN  (for  himself.  Mr. 
BoscHwiTZ.  and  Mr.  Pell): 
S.  2834.  A  bill  to  require  specific  con- 
gressional authorization  for  certain 
sales,  exports,  leases,  and  loans  of  de- 
fense articles;  to  the  Committee  on 
Foreign  Relations. 

AHM S  EXPORT  REPORX  ACT 

•  Mr.  BIDEN.  Mr.  President,  only 
under  the  rarest  circumstances  could 
we  expect  a  decision  of  the  Supreme 
Court  of  the  United  States  to  have  a 
direct  and  significant  bearing  on  the 
conduct  of  the  foreign  policy  of  the 
United  States.  But  in  1983  precisely 
that  occurred  when  the  Court  ren- 
dered its  famous  Chadha  decision, 
which  held  unconstitutional  the  legis- 
lative veto  procedure  which  had  been 
written  into  numerous  laws  of  a  wide 
variety. 

THE  PRE-CHADHA  SYSTEM 

One  such  statute— a  most  significant 
one— was  the  Arms  Export  Control 
Act.  Under  the  complex  provisions  of 
that  law.  a  procedure  had  been  estab- 
lished enabling  Congress  to  receive  ad- 
vance notification  of  significant  U.S. 
arms  transfers  to  foreign  nations  and 
to  disapprove  such  transfers  by  the 
mechanism  of  a  concurrent  resolution. 
The  act  stipulated  three  thresholds 
beyond  which  a  sale  is  subject  to  con- 
gressional disapproval:  $14  million  for 
major  defense  equipment— meaning 
sophisticated  weapons  or  hardware- 
ISO  million  for  any  defense  article  or 
service;  and  $200  million  for  design 
and  construction  projects. 

Disapproval  by  concurrent  resolu- 
tion meant  that  if  a  majority  in  both 
Chambers  opposed  a  sale,  the  sale 
would  not  transpire.  Conversely,  a 
President  would  prevail  in  executing  a 
proposed  arms  sale  if  he  could  win  a 
majority  in  either  Chamber— enough, 
that  is,  to  prevent  the  passage  of  a 
concurrent  resolution. 

As  it  happened,  no  proposed  arms 
transfer  was  ever  blocked  by  Congress 
using  that  mechanism.  But  the  very 
existence  of  the  procedure  did  ensure 
that  any  administration  would  give 
careful  consideration  to  the  support  or 
opposition  a  contemplated  sale  might 
encounter  in  Congress.  On  several  oc- 
casions, the  reality  of  congressional 
authority  in  the  arms  sales  area  has 
caused  proposals  to  be  modified  or 
abandoned,  the  latter  having  occurred 
most  recently  in  the  case  of  a  contem- 
plated sale  to  Jordan. 

THE  CTTRRENT  SYSTEM 

This  year,  pursuant  to  an  initiative 
by  Senator  Cranston,  Congress  took 
the  necessary  legislative  steps  to  adapt 
the  Arms  Export  Control  Act  to  the 


ruling  in  Chadha.  The  Cranston  bill 
revised  the  act  to  provide  that  Con- 
gress could  disapprove  a  sale  by  means 
of  joint  resolution— a  procedure  obvi- 
ously constitutional,  even  in  view  of 
the  Chadha  decision,  because  a  joint 
resolution  represents  the  fresh  enact- 
ment of  a  full  new  law.  The  continued 
process  of  congressional  notification, 
combined  with  the  expedited  legisla- 
tive procedure  stipulated  by  the  Arms 
Export  Control  Act,  meant  that  Con- 
gress would  still  be  certain  of  the  op- 
portunity to  review  all  proposed  sales 
and,  in  the  event  of  a  controversial 
sale,  to  express  its  will  promptly. 

Unfortunately,  events  of  recent 
weeks  surrounding  a  major  arms  sale 
to  Saudi  Arabia  have  shown  the  weak- 
ness of  the  post-Chadha  system.  Origi- 
nally envisaged  as  a  multibillion-doUar 
deal,  the  sale  was  whittled  down,  in 
anticipation  of  congressional  opposi- 
tion, to  a  level  of  $354  million,  and 
then  reduced  again  to  a  level  of  $265 
million  in  deference  to  congressional 
concern  about  the  transfer  of  Stinger 
missiles.  The  final  outcome  was  none- 
theless most  extraordinary  and  dis- 
turbing: a  massive,  intensely  contro- 
versial arms  sale  to  Saudi  Arabia  sur- 
vived on  the  basis  of  support  from  one- 
sixth  of  the  House  of  Representatives 
and  one-third  plus  one  in  the  Senate. 

A  BETTER  SYSTEM 

Mr.  President,  I  believe  strongly  that 
the  major  foreign  policy  business  of 
the  United  States  must  be  conducted 
on  the  basis  of  far  stronger  support 
from  the  Congress.  If  a  President's 
tools  of  leadership  and  persuasion 
cannot  prevail— to  the  extent  of  win- 
ning majority  congressional  support 
on  a  fundamental  issue— there  is 
sound  reason  for  reconsideration  of 
the  policy.  This  principle  applies  to 
aid  to  the  Nicaraguan  Contras,  and  it 
applies  to  arms  sales  to  Saudi  Arabia. 

It  is  to  prevent  any  recurrence  of  the 
sharp  deviation  from  that  principle, 
such  as  we  have  just  experienced  in 
the  case  of  the  Saudi  sale,  that  I  am 
today  introducing  the  Arms  Export 
Reform  Act.  We  have  on  occasion  seen 
an  imholy  alliance  between  U.S.  arms 
manufacturers  anxious  to  increase 
sales  and  administrations  anxious  to 
appease  regional  client-states.  This 
legislation  would  restore  the  checks 
and  balances  needed  to  prevent  the 
casual  distribution  abroad  of  frontline 
U.S.  weapons.  Ideally,  it  will  induce  in 
the  executive  branch  sufficient  fore- 
sight and  prudent  consideration  of 
arms  sales  that  Congress  will  seldom 
move  to  exercise  the  powers  of  preven- 
tion that  the  legislation  provides. 

Cosponsors  of  this  legislation  are 
Senators  Boschwitz  and  Pell;  while 
in  the  House  companion  legislation  is 
being  introduced  by  Congressman  Mel 
Levine.  along  with  Congressmen 
Chris  Smith,  Larry  Smith,  Bruce 
Morrison,  and  Connie  Mack.  I  wish 
to  note  with  special  appreciation,  how- 


ever, the  contribution  of  Senator  Pell. 
the  Foreign  Relations  Committee's 
distinguished  ranking  member,  who 
has  worked  very  ably  with  me  in  shap- 
ing the  content  of  this  bill. 

The  legislation  would  build  on  the 
Arms  Export  Control  Act.  amending 
the  act  in  two  significant  ways,  both 
fully  harmonious  with— and  indeed  de- 
signed to  uphold— the  act's  original 
spirit  and  intent. 

1 1 1  SALES  SUBJECT  TO  DISAPPROVAL:  A  NEW 
CRITERION 

The  first  change  concerns  the  defini- 
tion of  sales  which  shall  be  subject  to 
congressional  consideration.  The  Arms 
Export  Control  Act.  in  both  its  origi- 
nal and  current  form,  has  defined  such 
sales  according  to  the  monetary 
thresholds  I  cited  earlier:  $14  million 
for  major  defense  equipment;  $50  mil- 
lion for  any  defense  article  or  service; 
and  $200  million  for  design  and  con- 
struction projects.  Any  contemplated 
sale  above  these  levels  has  required 
formal  notification  to  Congress,  which 
may  then  act  to  disapprove. 

Under  the  revised  system  embodied 
in  our  bill.  Congress  would  continue  to 
receive  notification  of  all  sales  above 
these  thresholds  and  would  thereby 
continue  to  monitor  the  overall  flow  of 
U.S.  arms  transfers.  What  would 
change,  however,  is  the  criterion  gov- 
erning which  U.S.  sales  shall  be  sub- 
ject to  congressional  action.  A  decade 
of  experience  with  the  Arms  Export 
Control  Act  has  demonstrated  that 
congressional  concern  about  a  pro- 
posed arms  deal  has  never  been  trig- 
gered by  the  dollar  amount  per  se. 
Rather,  congressional  challenges  of 
sales  have  occurred  because  of  the  sen- 
sitivity—the quality  and  technological 
sophistication— of  the  weapons  to  be 
transferred.  In  short,  we  have  been  in- 
terested in  jets,  not  hangar  and 
nmway  construction;  in  AW  ACS.  not 
routine  radar  equipment;  in  tanks,  not 
trucks  and  jeeps;  in  warships,  not 
harbor  dredging  and  port  facilities. 

Accordingly,  the  revised  law  would, 
for  all  sales  of  nonsensitive  weapons 
and  equipment,  completely  eliminate 
the  congressional  review  process  and 
all  attendant  delay,  leaving  in  place 
only  the  notification  requirement  for 
sales  above  the  three  thresholds.  But, 
meanwhile,  the  new  law  would  require 
that  all  sales  of  sensitive  weaponry,  in 
any  dollar  amount,  be  subject  to  con- 
gressional review  and  action. 

Weapons  and  equipment  defined  as 
sensitive  would  be  generically  identi- 
fied in  law  as: 

Those  items  of  types  and  classes  currently 
used  or  to  be  used  by  the  Armed  Forces  of 
the  United  States  (other  than  the  Army  Na- 
tional Guard  or  the  Air  National  Guard  or  a 
Reserve  component  of  an  Armed  Force  of 
the  United  States),  or  produced  solely  for 
export,  as  follows: 

turbine-powered  military  aircraft;  rockets; 
missiles;  anti-aircraft  artillery;  and  associat- 
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ed control,  target  acquisition,  and  electronic 
warfare  equipment  and  software: 

helicopters  designed  or  equipped  for 
combat  operations: 

main  battle  tanks  and  nuclear-capable  ar- 
tillery; and 

submarines,  aircraft  carriers,  battleships, 
cruisers,  destroyers,  frigates,  and  auxiliary 
warships. 

The  effect  of  this  change  would  be 
to  focus  the  review  system  where  it 
should  be  focused,  while  allowing  the 
executive  branch  to  proceed  routinely 
on  matters  that  experience  has  shown 
to  be  routine. 

(3)  THE  MECHAMISH  OT  COMGRESSIOMAL 
ArPROVAL/DISAPPROVAL 

The  second  change  concerns  the 
mechanism  by  which  Congress  may  re- 
flect its  will  on  a  sale  subject  to  con- 
gressional action.  Current  law  distin- 
guishes two  categories  of  nations.  The 
first  consists  of  NATO  member  coun- 
tries, ANZUS  member  countries,  and 
Japan.  Because  the  strong  presump- 
tion in  the  case  of  sales  to  any  of  these 
nations  is  that  Congress  will  be  favor- 
ably disposed,  the  Arms  Export  Con- 
trol Act  has  provided  an  abbreviated 
period  of  congressional  consideration. 
Sales  to  all  other  nations  fall  into  the 
second  category  and  are  subject  to  reg- 
ular review  and  consideration. 

The  legislation  we  are  introducing 
today  would  provide  for  absolutely  no 
change  in  the  favored  standing  of 
sales  to  nations  in  the  first  category.  It 
would,  moreover,  add  to  that  category 
any  "country  which  is  a  party  to  the 
Camp  David  accords  or  an  agreement 
based  on  such  accords."  which  at  this 
point  means  Israel  and  Egypt.  As  ex- 
panded, this  category  could  be  de- 
scribed as  consisting  of  nations  with 
which  we  are  formally  allied  and  those 
that  are  traditionally  the  major  recipi- 
ents of  American  military  aid.  Because 
a  very  clear  consensus  underlies  U.S. 
arms  transfers  to  each  and  all  of  these 
nations,  the  law  would  continue  to  re- 
flect a  presumption  in  favor  of  such 
transfers,  which  would  remain  subject 
only  to  a  joint  resolution  of  disapprov- 
al. 

What  would  change,  under  this  new 
legislation,  is  the  procedure  governing 
the  sale  of  highly  sophisticated  weap- 
onry to  all  other  nations.  For  them,  a 
new  procedure  would  be  established, 
requiring  affirmative  congressional 
action  to  approve  any  major  sale.  This 
would  mean  that  there  would  not  be— 
as  there  should  not  be— a  presumption 
in  favor  of  any  such  transfer.  Instead, 
the  proposed  transfer  of  frontline  U.S. 
arms  would  have  to  obtain  a  majority 
of  support  in  both  Houses— rather 
than  a  mere  one-third  plus  one  in 
either  House,  as  in  the  current  system. 
There  would,  however,  be  a  stipulation 
allowing  the  President  to  bypass  the 
need  for  such  congressional  approval 
if  he  certified,  and  detailed  the  exist- 
ence of.  an  emergency  requiring  a  sale 
in  the  vital  national  security  interests 
of  the  United  States. 


COMPARING  THE  ORIGINAL,  CURRENT,  AND 
PROPOSED  SYSTEMS 

In  response  to  any  charge  that  such 
legislation  would  bring  Congress  into 
the  role  of  "micro-managing"  U.S. 
arms  sales  policy,  let  me  emphasize 
that  in  fact  the  reverse  is  true.  This 
legislation  would  ease  present  require- 
ments on  the  legislative  and  executive 
branches  while  focusing  energy  and 
attention  on  those  sales  that  truly 
should  be  decided  upon  jointly— sales 
involving  sensitive,  frontline  weapons 
and  equipment. 

As  to  congressional  notification,  pro- 
posed sales  above  the  threshold  levels 
would  be  subject  to  the  smoothly  oper- 
ating information  procedures  now  in 
effect,  allowing  Congress  to  stay 
abreast  of  the  flow  of  U.S.  arms  trans- 
fers. 

As  to  the  treatment  of  noncontrover- 
sial  sales,  which  Congress  has  hereto- 
fore dealt  with  through  inaction,  the 
proposed  system  would  offer  substan- 
tial improvement.  In  the  case  of  non- 
sensitive  items,  the  new  law  would  free 
the  sale  to  proceed  automatically,  with 
neither  congressional  review  nor 
delay,  regardless  of  the  dollar  amount. 
Similarly,  in  the  case  of  sensitive 
equipment  going  to  allies  and  key 
arms  aid  recipients,  no  congressional 
action  would  be  required,  since  the 
current  mechanism— a  joint  resolution 
of  disapproval— would  remain  in 
effect.  Only  In  the  case  of  sensitive 
equipment  going  to  other  nations 
would  the  procedure  become  some- 
what more  demanding— but  only 
slightly  so,  since  the  executive  branch 
and  Congress  could  easily  package 
noncontroverslal  sales  for  routine  con- 
gressional approval,  either  by  resolu- 
tion or  by  ad  hoc  amendment  to  regu- 
lar legislation.  A  provision  for  expedit- 
ed procedure  would  guarantee  prompt 
congressional  consideration. 

Finally,  as  to  the  treatment  of  con- 
troversial sales,  the  proposed  system 
would,  as  always,  provide  for  a  vote, 
but  with  an  approval  standard  much 
closer  to  the  original  system— and  to 
what  is  reasonable— than  the  post- 
Chadha  system  under  which  we  are 
now  operating.  Whereas  the  current 
system  allows  the  President  to  imple- 
ment his  proposal  with  the  bare  sup- 
port of  merely  one-third  plus  one  in 
either  House,  the  original  system  re- 
quired that  he  obtain  a  full  majority 
of  support  In  at  least  one  House.  The 
proposed  system,  in  only  slight  con- 
trast to  the  original  pre-Chadha 
system,  would  require  that  the  Presi- 
dent gain  majority  support  in  both 
Houses. 

Let  me  summarize  what  I  believe  to 
be  the  virtues  of  this  new  system: 

First,  this  legislation  completely  re- 
moves all  nonsensitlve  sales  from  the 
system  of  congressional  control. 

Second,  sales  of  sensitive  weaponry 
to  countries  in  the  "consensus"  catego- 


ry will  require,  as  now,  no  affirmative 
action. 

Third,  those  sales  which  will  now  re- 
quire affirmative  action,  but  which  are 
noncontroverslal,  can  be  easily  pack- 
aged and  approved  as  routinely  as  non- 
controverslal political  appointments  or 
military  promotion  lists. 

Finally,  a  controversial  sale  of  sensi- 
tive equipment  will,  as  always,  result 
in  a  debate  and  a  vote— but  one  requir- 
ing that  the  President  obtain  not  a 
mere  one-third-plus-one  in  one  House, 
but  a  majority  in  both  Houses. 

The  cosponsors  of  this  legislation  be- 
lieve that  this  standard  represents  pre- 
cisely the  degree  of  congressional  sup- 
port that  should  underlie  any  major 
foreign  policy  decision,  and  that  this 
system  represents  precisely  the  way 
Congress  and  the  executive  branch 
should  Interact  in  shaping  American 
foreign  policy. 

Mr.  President,  trusting  that  many  of 
my  colleagues  will  agree,  I  now— on 
behalf  of  Senators  Boschwitz  and 
Pell,  and  in  conjunction  with  Con- 
gressman Mex  Levine  and  other  House 
cosponsors— introduce  "The  Arms 
Export  Reform  Act  of  1986"  in  antici- 
pation that  the  Foreign  Relations 
Committee  will  hold  hearings  on  this 
legislation  in  the  near  future.  If  en- 
acted, this  legislation  would  repair  the 
damage  done  to  the  original  Arms 
Export  Control  Act  by  the  Chadha  de- 
cision; It  would  focus  the  arms  trans- 
fer review  process  where  it  belongs— 
on  our  most  sensitive,  sophisticated 
weaponry;  and  it  would  establish  an 
approval  standard  which  the  Constitu- 
tion implies  smd  which  time  has  shown 
to  be  wise:  affirmative  congressional 
concurrence  in  major  foreign  policy 
decisions. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2834 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  this 
Act  may  be  cited  as  the  "Arms  Export 
Reform  Act  of  1986". 

Sec.  2.  (a)  Notwithstanding  any  other  pro- 
vision of  law.  In  the  case  of— 

(1)  any  letter  of  offer  to  sell  imder  the 
Arms  Export  Control  Act, 

(2)  any  application  by  a  person  (other 
than  with  regard  to  a  sale  under  section  21 
or  22  of  the  Arms  Export  Control  Act)  for  a 
license  for  the  export  of,  or 

(3)  any  agreement  Involving  the  lease 
under  chapter  6  of  the  Arms  Export  Control 
Act,  or  the  loan  tmder  chapter  2  of  part  II 
of  the  Foreign  Assistance  Act  of  1961,  to 
any  foreign  country  or  international  organi- 
zation for  a  period  of  one  year  or  longer  of, 
any  item  described  in  subsection  (d),  before 
such  letter  of  offer  or  license  is  issued  or 
before  such  agreement  is  entered  into  or  re- 
newed, the  President  shall  submit  to  the 
Speaker  of  the  House  of  RepresenUtives 
and  to  the  chairman  of  the  Committee  on 
Foreign  Relations  of  the  Senate  a  numbered 
certification  containing— 
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(A)  In  the  case  of  a  letter  of  offer  to  sell. 
the  Information  described  in  section 
3«<bKl)  of  the  Arms  Export  Control  Act 
and  section  36(b><2)  of  such  Act.  as  redesig- 
nated by  section  3(a)<2)  of  this  Act. 

(B)  in  the  case  of  a  license  for  export 
(other  than  with  regard  to  a  sale  under  sec- 
tion 31  and  22  of  such  Act),  the  information 
described  in  section  36(c)  of  such  Act.  as 
amended  by  section  3(b)(1)  of  this  Act.  and 

(C)  in  the  case  of  such  an  agreement,  the 
Information  described  in  section  62(a)  of 
such  Act  unless  section  62(b)  of  such  Act  ap- 
plies, 

without  regard  to  the  dollar  amount  of  such 
sale,  export,  lease,  or  loan. 

(b)  Notwithstanding  any  other  provision 
of  law  and  except  as  provided  in  subsection 
(e)— 

(1)  no  letter  of  offer  may  be  issued  under 
the  Arms  Export  Control  Act  with  respect 
to  a  proposed  sale, 

(2)  no  license  may  be  issued  under  such 
Act  with  respect  to  a  proposed  export,  and 

(3)  no  lease  may  be  made  under  chapter  6 
of  such  Act  and  no  loan  may  be  made  under 
chapter  2  of  part  II  of  the  Foreign  Assist- 
ance Act  of  1961, 

of  any  item  described  in  subsection  (d)  to  a 
country  or  international  organization  (other 
than  a  country  or  international  organiza- 
tion described  in  subsection  (O)  unless  the 
Congress  enacts  a  joint  resolution  or  other 
provision  of  law  authorizing  such  sale. 
export,  lease,  or  loan,  as  the  case  may  be. 

(c)  Except  as  provided  in  subsection  (e), 
no  such  letter  of  offer  or  license  may  be 
issued  and  no  such  lease  or  loan  may  be 
made  with  respect  to  a  proposed  sale, 
export,  lease,  or  loan,  as  the  case  may  be.  of 
any  item  described  in  subsection  (d)  to  the 
North  Atlantic  Treaty  Organization 
(NATO),  any  member  country  of  such  Orga- 
nization. Japan.  Australia.  New  Zealand,  or 
any  country  which  is  a  party  to  the  Camp 
£>avid  Accords  or  an  agreement  based  on 
such  Accords,  if  the  Congress  within  fifteen 
calendar  days  after  receiving  the  appropri- 
ate certification  enacts  a  joint  resolution 
prohibiting  the  proposed  sale,  export,  lease. 
or  loan,  as  the  case  may  be. 

(d)  The  items  referred  to  in  subsections 
(b)  and  (c)  are  those  items  of  types  and 
classes  currently  used  or  to  be  used  by  the 
Armed  Forces  of  the  United  States  (other 
than  the  Army  National  Guard  or  the  Air 
National  Guard  or  a  Reserve  component  of 
an  Armed  Force  of  the  United  States)  or 
produced  solely  for  export,  as  follows: 

(1)  turbine-powered  military  aircraft: 
rockets:  missiles:  anti-aircraft  artillery,  and 
associated  control,  target  acquisition,  and 
electronic  warfare  equipment  and  software: 

(2)  helicopters  designed  or  equipped  for 
combat  operations: 

(3)  main  battle  tanks  and  nuclear-capable 
artUlery:  and 

(4)  submarines,  aircraft  carriers,  battle- 
ships, cruisers,  frigates,  destroyers,  and  aux- 
iliary warships. 

(e)  The  requirements  of  subsections  (b) 
and  (c)  shall  not  apply  if  the  President 
states  in  his  certification  that  an  emergency 
exists  which  requires  the  proposed  sale, 
export,  lease,  or  loan,  as  the  case  may  be,  in 
the  vital  national  security  interests  of  the 
United  States.  If  the  President  so  states,  he 
shall  set  forth  in  the  certification  a  detailed 
Justification  for  his  determination,  includ- 
ing description  of  the  emergency  circum- 
stances which  necessitate  the  immediate  is- 
suance of  the  letter  of  offer  or  license  for 
export  or  lease  or  loan  and  a  discussion  of 


the  vital  national  security  interests  in- 
volved. 

(f)(1)  Except  as  otherwise  provided  in  this 
paragraph  and  paragraph  (3),  any  joint  res- 
olution under  subsection  (b)  or  (c)  shall  be 
considered  in  the  Senate  in  accordance  with 
the  provisions  of  section  601(b)  of  the  Inter- 
national Security  Assistance  and  Arms 
Export  Control  Act  of  1976.  For  purposes  of 
consideration  of  a  joint  resolution  under 
subsection  (c)(1),  the  motion  to  discharge 
provided  for  in  section  601(b)(3)(A)  of  such 
Act  may  be  made  at  the  end  of  5  calendar 
days  after  the  resolution  is  introduced.  If  a 
joint  resolution  under  subsection  (b)  deals 
with  more  than  one  certification,  the  refer- 
ences in  section  601(b)(3)(A)  of  such  Act  to 
a  resolution  with  respect  to  the  same  certifi- 
cation shall  be  deemed  to  be  a  reference  to  a 
joint  resolution  which  relates  to  all  of  those 
certifications. 

(2)  For  the  purpose  of  expediting  the  con- 
sideration and  adoption  of  joint  resolutions 
under  subsections  (b)  and  (c),  a  motion  to 
proceed  in  the  House  of  Representatives  to 
the  consideration  of  any  such  resolution 
after  it  has  been  reported  by  the  committee 
on  Foreign  Affairs  shall  be  highly  privi- 
leged. 

(3)  If  the  text  of  a  joint  resolution  under 
subsection  (b)  contains  more  than  one  sec- 
tion, amendments  which  would  strike  out 
one  of  those  sections  shall  be  in  order,  but 
amendments  which  would  add  an  additional 
section  shall  not  be  in  order. 

(4)(A)  The  joint  resolution  required  by 
subsection  (b)  is  a  joint  resolution  the  text 
of  which  consists  only  of  one  or  more  sec- 
tions, each  of  which  reads  as  follows:  "The 

proposed to described  in  the 

certification  submitted  pursuant  to  section 
2(a)  of  the  Arms  Export  Reform  Act  of  1986 
which   was   received   by   the   Congress   on 

(Transmittal  number )  is  authorized.", 

with  the  appropriate  activity,  whether  sale, 
expKjrt,  lease,  or  loan,  and  the  appropriate 
country  or  international  organization,  date, 
and  transmittal  number  inserted. 

(B)  The  joint  resolution  required  by  sub- 
section (c)  is  a  joint  resolution  the  text  of 
which  consists  of  only  one  section,  which 
reads  as  follows:  "That  the  proposed  to 
described  in  the  certification  submit- 
ted pursuant  to  Section  2(a)  of  the  Arms 
Export  Reform  Act  of  1986  which  was  re- 
ceived   by    the   Congress   on    (Transmittal 

nimiber )  is  not  authorized.",  with  the 

appropriate  activity,  whether  sale,  export, 
lease,  or  loan,  and  the  appropriate  country 
or  international  organization,  date,  and 
transmittal  number  inserted. 

Sec.  3.  (a)  Section  36(b)  of  the  Arms 
Export  Control  Act  is  amended— 

(1)  by  striking  out  the  last  two  sentences 
of  paragraph  (1)  and  by  striking  out  para- 
graphs (2)  and  (3):  and 

(2)  by  redesignating  paragraphs  (4)  and 
(5)  as  paragraphs  (2)  and  (3),  respectively. 

(b)  Section  36(c)  of  such  Act  is  amended— 

(1)  by  striking  out  ■(c)(1)"  and  inserting  in 
lieu  thereof  "(c) ':  and 

(2)  by  striking  out  paragraphs  (2)  and  (3). 

(c)(1)  Section  62(a)  of  such  Act  is  amend- 
ed by  striking  out  "Not  less  than  30  days 
before"  and  inserting  in  lieu  thereof 
"Before". 

(2)  Section  63  of  such  Act  is  repealed. 

(3)  Section  64  of  such  Act  is  redesignated 
as  section  63. 

Sec.  4.  The  provisions  of  this  Act  shall 
apply  with  respect  to  any  letter  of  offer  or 
license  for  export  issued,  or  any  lease  or 
loan  made,  after  the  date  of  enactment  of 
this  Act.* 


ARMS  EXPORT  REFORM  ACT 

Mr.  PELL.  Mr.  President,  the  Sena- 
tor from  Delaware  [Mr.  Biden]  and  I, 
together  with  the  Senator  from  Min- 
nesota [Mr.  BoscHwiTZ],  are  introduc- 
ing today  major  legislation  to  reform 
the  procedures  governing  the  export 
of  American  arms.  Identical  legislation 
is  being  introduced  in  the  House,  We 
hope  to  gather  support  this  year  and 
to  press  forward  vigorously  toward 
passage  next  year. 

The  Arms  Export  Control  Act  was 
passed  originally  in  1968  to  establish  a 
framework  of  objectives  and  controls 
to  govern  arms  transfers.  The  act  has 
been  amended  a  number  of  times  over 
the  years  to  provide  for  better  con- 
gressional controls,  including  veto  of 
transfers  by  concurrent  resolution, 
when  Congress  concluded  particular 
sales  were  against  U.S.  interests.  In 
1983.  however,  the  Chadha  decision 
held  vetoes  by  concurrent  resolution 
unconstitutional.  Earlier  this  year,  the 
Congress  amended  the  act  to  provide 
for  disapproval  by  joint  resolution,  a 
step  compatible  with  the  Chadha 
ruling,  since  a  joint  resolution  has  in- 
dependent standing  as  law.  However, 
the  weakness  of  the  new  system  was 
demonstrated  this  spring  as  a  massive, 
intensively  controversial  missile  sale  to 
Saudi  Arabia  survived  on  the  basis  of 
support  from  a  mere  one-sixth  of  the 
House  and  one-third  plus  one  in  the 
Senate. 

As  it  happens,  no  arms  transfer  has 
ever  been  blocked  by  Congress 
through  the  use  of  the  disapproval 
mechanism.  Nonetheless,  the  exist- 
ence of  the  procedure  and  the  pros- 
pect that  the  Congress  could  block  an 
unwise  transfer  did  ensure  that  the  ex- 
ecutive branch  would  give  careful  con- 
sideration to  the  view  of  Congress.  On 
several  occasions,  most  recently  with 
regard  to  a  proposed  sale  to  Jordan, 
the  reality  of  congressional  authority 
caused  sales  to  be  abandoned.  In  other 
instances,  modification  was  achieved. 
Unfortunately,  the  Saudi  sale  experi- 
ence demonstrates  most  clearly  that 
congressional  ability  to  stop  even  the 
least  justifiable  of  sales  when  such 
sales  come  to  a  vote  has  dwindled  to 
the  point  of  insignificance.  We  believe 
that  situation  to  be  intolerable. 

Accordingly,  we  have  authored  the 
Arms  Export  Reform  Act  of  1986  to  es- 
tablish procedures  which  are  a  clearly 
constitutional  means  of  dealing  with 
the  Chadha-related  problem  and  to 
solve  other  concerns  which  have 
emerged  over  the  years  of  experience 
with  the  act.  In  brief,  our  bill  would: 

Change  the  standard  upon  which 
Congress  passes  judgment  on  proposed 
arms  transfers  from  one  based  on 
dollar  value  one  based  on  the  sensitivi- 
ty or  sophistication  of  equipment. 
This  would  allow  Congress  to  focus  on 
equipment  that  is  of  significance  be- 
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cause of  what  it  is,  not  how  much  it 
costs. 

Keep  the  present  reporting  require- 
ments for  proposed  sales,  but  abolish 
the  provisions  for  the  disapproval  of 
such  sales  on  the  basis  of  their  dollar 
value,  as  well  as  the  delay  period  of  30 
days.  Thus,  the  executive  branch 
would  be  free  to  agree  to  transfers  and 
deliver  on  those  promises  in  cases  in- 
volving nonsensitive  equipment. 

Require,  for  most  countries,  that 
Congress  give  affirmative  approval  for 
a  sensitive  transfer,  in  lieu  of  the 
present  system  under  which  Congress 
must  disapprove  a  Presidential  propos- 
al. Thus,  transfers  would  be  made  if  a 
simple  majority  in  Congress  agreed, 
instead  of  the  present  system  in  which 
two-thirds  are  needed  to  disapprove. 
Prospects  for  joint  executive  branch- 
congressional  decisions  would  be  im- 
proved, and  we  would  move  away  from 
the  present  system,  which  so  often 
puts  the  Congress  and  executive 
branch  at  loggerheads. 

Retain  the  favored  status  of  NATO, 
ANZUS,  and  Japan,  and  give  compara- 
ble status  to  Egypt,  Israel,  and  any 
future  joiners  of  the  Camp  David 
peace  process,  and  here  I  am  thinking 
particularly  of  the  possibility  of 
Jordan.  Sales  to  those  countries  could 
only  be  stopped  if  Congress  disap- 
proved under  expedited  procedures 
within  15  days. 

Finally,  establish  comparable  proce- 
dures governing  FMS  sales,  commer- 
cial sales  and  leases— thus  correcting 
differences  which  have  complicated 
matters  to  no  advantage. 

Mr.  President,  the  list  of  weapons 
which  would  require  congressional  ap- 
proval before  being  provided  to  most 
nations  is  as  follows: 

Plrst.  turbine-powered  military  air- 
craft; rockets;  missiles,  antiaircraft  ar- 
tillery and  associated  control,  target 
acquisition,  and  electronic  warfare 
equipment  and  software; 

Second,  helicopters  designed  or 
equipped  for  combat  operations; 

Third,  main  battle  tanks  and  nucle- 
ar-capable artillery;  and 

Fourth,  submarines,  aircraft  carri- 
ers, battleships,  cruisers,  frigates,  de- 
stroyers, and  auxiliary  warships. 

This  equipment  is  now  in  use  by  our 
own  Army,  Navy.  Air  Force,  and  Ma- 
rines, as  well  as  the  forces  of  our  clos- 
est friends  and  allies.  That  equipment 
could  constitute  the  edge  we  and  our 
friends  and  allies  may  need  in  confron- 
tation or  in  conflict.  We  should  never 
allow  it  to  be  sold  to  nations  which 
might  use  it  to  threaten  or  attack  us 
and  our  friends  and  allies. 

Arms  sales  should  not  be  allowed  to 
be  a  matter  of  dollars  only.  They 
should  also  be  a  matter  of  sense— the 
sense  of  the  Congress  and  executive 
branch  together  as  to  what  sales  and 
what  restraint  are  right.  I  am  deeply 
convinced  that  the  changes  this  bill 
would  bring  about  would  promote  the 


cooperation— in  lieu  of  confrontation— 
between  Congress  and  the  executive 
branch  which  is  sorely  needed  in  this 
area. 

Mr.  President.  I  am  further  con- 
vinced that  the  approach  toward  arms 
exports  which  this  bill  would  bring 
about  would  set  an  excellent  example 
for  other  arms  suppliers.  I  hope  that  it 
could  help  set  the  stage  for  the  re- 
sumption of  talks  among  the  suppliers 
leading  to  true  conventional  arms  re- 
straint. 

The  suppliers  must  get  serious  about 
multilateral  arms  restraint  if  we  are  to 
avoid  a  no-holds-barred  competition 
that  will  only  undermine  stability  in 
regions  throughout  the  world,  increase 
risks  to  our  friends  and  allies,  and  pro- 
mote conflict  as  a  substitute  for  diplo- 
macy. 

In  addition,  nations  in  areas  of  po- 
tential conflict  should  give  serious  at- 
tention to  the  development  of  regional 
arms  control  arrangements,  which  the 
suppliers  should  pledge  themselves  to 
respect.  Given  the  basic  human  needs 
which  are  going  unfulfilled  through- 
out so  much  of  the  developing  world, 
it  is  simply  irresponsible  for  the  lead- 
ers of  the  poor  nations  to  do  otherwise 
than  to  constrain  their  military  acqui- 
sition. Regional  restraint  is  an  excel- 
lent and  virtually  untried  way  to 
lessen  requirements  for  arms.  True  re- 
straint will  be  possible  when  leaders 
understand  that  the  purchase  price  of 
arms  is  only  part  of  their  cost. 

It  amazes  me  that  most  of  the 
world's  nations  appreciate  the  threat 
of  nuclear  proliferation  and  have  been 
willing  to  join  in  a  common  effort  in 
the  1968  Non-Proliferation  Treaty,  but 
that  most  of  these  same  nations  see 
little  urgency  associated  with  conven- 
tional arms  restraint.  We  have  not 
seen  nuclear  weapons  used  in  war  for 
over  40  years,  but  we  see  conventional 
weapons  used  with  devastating  effect 
every  day. 

Mr.  President,  true  restraint  by  sup- 
pliers and  recipients  will  take  years  to 
achieve,  if  it  can  be  accomplished  at 
all.  I  have  no  illusions  about  that,  nor 
should  any  of  us.  However,  the  con- 
cepts incorporated  into  this  bill  will  do 
much  to  help  the  United  States  devel- 
op a  rational  arms  export  policy  which 
reflects  both  a  clear  willingness  to 
help  our  friends  and  allies,  and  re- 
straint in  the  transfers  of  our  most 
sensitive  armaments.  With  such  poli- 
cies for  ourselves,  we  would  be  in  an 
excellent  position  to  play  a  leadership 
role  in  forging  agreements  and  under- 
standings with  other  nations— both 
sellers  and  buyers  of  arms. 

All  told,  this  act  would  move  in  the 
direction  of  trying  to  restrain  the 
spread  of  conventional  weapons 
around  the  world  and  trying  to  put  a 
blanket  on  the  instinct  of  so  many  de- 
veloping nations  to  try  to  get  a  weap- 
ons system  because  a  neighbor  has  a 
similar  one.  One  neighbor  has  a  de- 


stroyer and  the  next  a  cruiser,  and 
they  go  back  and  forth. 

I  hope  very  much  that  this  proposal 
will  meet  with  the  approval  of  our  col- 
leagues. 


By  Mr.  BINGAMAN  (for  him- 
self,    Mr.     DeConcini.     Mr. 
Simon.     Mr.     Cranston.     Mr. 
Gore,  Mr.  Sarbanes,  Mr.  Moy- 
NiHAN,    Mr.    Matsunaga,    and 
Mr.  Metzenbaum): 
S.  2835.  A  bill  to  establish  literacy 
programs   for   individuals   of   limited 
English  proficiency;  to  the  Committee 
on  Labor  and  Human  Resources. 

ENGLISH  PROFICIENCY  ACT 

Mr.  BINGAMAN.  Mr.  President.  I 
rise  to  introduce  the  English  Profi- 
ciency Act,  legislation  intended  to 
raise  the  literacy  skills  of  persons 
whose  native  language  is  other  than 
English,  This  legislation  is  the  com- 
panion to  the  House  version,  H.R. 
5042,  introduced  by  Representative 
Martinez  and  cosponsored  by  59  of  his 
colleagues  at  this  point.  I  am  pleased 
to  complement  the  efforts  of  this  dis- 
tinguished group.  I  am  also  pleased  to 
include  Senators  DeConcini.  Simon, 
Cranston,  Gore,  Sarbanes,  Moyni- 
HAN,  Metzenbaum,  and  Matsunaga  as 
original  cosponsors  of  the  Senate  legis- 
lation. 

The  statistics  show  the  ever-growing 
number  of  Americans  who  are  func- 
tionally illiterate— who  cannot  use  the 
English  language  for  practical  pur- 
poses. They  cannot  write  their  own 
name,  read  a  road  sign,  or  read  the 
newspaper— skills  that  depend  on 
being  able  to  read  and  write  English. 
Current  estimates  by  the  Department 
of  Education  find  that  25  million 
American  adults  are  considered  func- 
tionally illiterate.  They  lack  the  read- 
ing, writing,  comprehension,  and 
simple  math  skills  necessary  to  fimc- 
tion  beyond  the  fourth  grade.  Another 
equally  large  number  of  Americans  are 
considered  only  marginally  literate— 
their  basic  skills  ranging  between  the 
fifth  through  eighth  grade  levels. 

EDUCATIONAL  IMPROVEMENTS  NEEDED 

The  Carnegie  Forum  on  Education 
and  the  Economy  in  May  released  its 
landmark  report,  "A  Nation  Prepared: 
Teachers  for  the  21st  Century."  It 
warned  that  unless  our  country  re- 
builds its  educational  system  to  meet 
the  dramatic  changes  in  our  economy, 
our  children  will  not  be  prepared  for 
the  21st  century.  The  report  said: 

The  country   is   in   a  trap  of  our  own 
making.  Not  all  of  our  children  actuaUy 
master  the  basic  skills.  America  has  a  seri-  = 
ous  functional  literacy  problem  that  must 
be  corrected. 

Last  week,  the  Senate  Democratic 
Working  Group  on  Economic  Comp>eti- 
tiveness.  which  it  has  been  my  pleas- 
ure to  chair,  released  its  report.  "Eco- 
nomic Competitiveness  Promoting 
America's  Living  Standard."  Underpin- 
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Ing  its  recommendations  is  the  critical 
necessity  of  a  literate  work  force  to 
secure  this  country's  economic  securi- 
ty. 

ILLITERACY  PROBLEM 

A  recent  Census  Bureau  survey,  con- 
ducted Jointly  with  the  Department  of 
Education,  foimd  that  while  13  per- 
cent of  all  U.S.  adults  are  illiterate, 
the  rate  for  adults  whose  native  lan- 
guage is  not  English  is  48  percent.  It 
found  that  the  fastest  growing  minori- 
ty group,  the  Hispanic  community,  has 
a  56-percent  functiontd  illiteracy  rate. 
What  places  this  illiteracy  rate  so  high 
is  the  fact  that  the  native  language  of 
this  community  is  Spanish.  Therefore, 
before  the  high  level  of  functional  il- 
literacy among  Hispanics  can  be  dra- 
matically lowered,  the  first  goal  must 
be  to  help  many  of  them  to  become 
proficient  in  English.  To  merely  arbi- 
trate literacy  without  first  recognizing 
the  cultural  and  linguistic  background 
of  an  individual  undercuts  the  end 
which  we  seek  to  achieve— an  educated 
and  contributing  citizenry. 

EMGLISH  PROFICIENCY  PROBLEM 

There  is  an  important  distinction  be- 
tween a  "limited  English  proficient" 
person  and  one  who  is  illiterate,  yet 
one  may  be  both.  When  I  speak  of  lim- 
ited English  proficient  I  speak  of  a 
person  who  has  a  limited  ability  to 
speak,  read,  write,  or  understand  Eng- 
lish, whose  native  language  is  other 
than  English.  Illiteracy,  as  stated 
before,  is  the  lack  of  essential  knowl- 
edge and  skills  to  enable  an  individual 
to  fujiction  effectively  in  his  or  her  en- 
vironment. 

This  distinction  is  important.  The 
recent  report  by  La  Raza.  entitled  "Il- 
literacy in  the  Hispanic  Community," 
found  that  the  lack  of  appropriate 
services  for  limited  English  proficient 
children  contributes  to  English  illiter- 
acy among  Hispanics.  Because  these 
children  do  not  receive  special  lan- 
guage services,  they  fall  farther  and 
farther  behind  in  core  subjects  at  an 
early  age.  They  simply  do  not  under- 
stand the  language  in  which  they  are 
being  taught. 

This  legislation  does  not  solve  the 
ongoing  bilingual  education  debate 
and  is  not  intended  to  resolve  which 
teaching  method  is  better.  Instead,  my 
intent  is  to  bring  to  the  attention  of 
my  colleagues  the  particular  needs  of 
certain  Americans  who  need  to  be 
given  an  even  chance  to  read  and  write 
English.  We  know  that  the  rates  for  il- 
literacy are  especially  high  for  Hispan- 
ics and  other  minorities,  notably 
American  Indians.  A  significant  factor 
is  the  disproportionately  high  percent- 
age of  these  youth  leaving  high  school 
without  a  diploma.  Department  of 
Commerce  figures  released  in  1985 
show  that  the  dropout  rate  for  His- 
panics is  the  highest  of  any  major  U.S. 
subpopulation— 45  to  50  percent,  and 
70  percent  in  some  large  urban  areas. 
Equally  disturbing  is  an  article  in  the 


Albuquerque  Journal  dated  August  23. 

1986,  stating  that  the  1985-86  high 
school  dropout  rate  in  New  Mexico 
was  the  highest  among  Indian  stu- 
dents—12.3  percent,  up  from  10.2  per- 
cent in  the  previous  school  year.  This 
means  that  one  of  every  eight  Indian 
students  did  not  complete  high  school. 

The  need  for  a  literate  America  be- 
comes more  critical  because  we  cannot 
afford  as  a  nation  for  large  segments 
of  our  population  to  be  unable  to  read 
and  write.  It  is  certainly  my  intent 
that  this  legislation  include  those  mi- 
nority populations  which  meet  the 
definition  of  limited  English  profi- 
cient—this includes  the  Hispanic,  the 
American  Indian,  and  Native  Alaskans, 
and  certainly  the  Asian-Americans, 
Pacific  Islanders,  and  Native  Hawai- 
ians.  The  demographic  trends  of  our 
Nation  show  that  by  the  year  2000, 
one  out  of  every  three  Americans  will 
be  a  member  of  a  minority  group.  If 
we  fail  to  address  the  special  educa- 
tional needs  of  these  groups  we  will 
have  short  changed  our  future. 

ENGLISH  PROFICIENCY  ACT 

Mr.  President,  I  strongly  believe  that 
the  English  Proficiency  Act  attempts 
to  combat  illiteracy  and  to  focus  on 
this  underserved  population  many  of 
whom  are  limited  English  proficient. 
This  measure  establishes  within  the 
Office  of  Adult  Education  of  the  De- 
partment of  Education  a  grant  pro- 
gram for  community-based  organiza- 
tions, local  education  agencies,  tribally 
controlled  schools,  institutions  of 
higher  learning,  public  libraries,  and 
prisons.  The  grants  will  be  made  for 
not  more  than  3  years  and  reviewed 
annually. 

The  act  defines  an  individual  who  is 
of  limited  English  proficiency  as  an 
adult  or  out-of-school  youth  who  has  a 
limited  ability  to  speak,  read,  write  or 
understand  English,  and  whose  native 
language  is  a  language  other  than 
English:  or  who  live  in  a  family  or 
commimity  environment  where  a  lan- 
guage other  than  English  is  the  domi- 
nant tongue. 

The  act  also  establishes  a  program 
to  develop  innovative  approaches  to 
literacy  education  for  individuals  of 
limited  English  proficiency.  Equally 
important  is  the  creation  of  a  nation- 
wide clearinghouse  on  literacy  educa- 
tion to  collect  and  disseminate  infor- 
mation about  effective  approaches  or 
methods,  with  a  special  emphasis  on 
coordination  with  other  manpower 
training  and  education  programs. 

The  bill  authorizes  $10  million  to  be 
appropriated  for  each  of  fiscal  years 

1987.  1988.  and  1989.  Given  that  some 
experts  estimate  $20  billion  annually 
in  direct  expenditures  for  such  costs  as 
prisons  and  welfare,  and  $100  billion  in 
indirect  costs  in  lost  productivity  and 
gross  national  product,  these  moneys 
would  be  important  investments  with 
immediate  paybacks  for  all  Americans. 


I  want  to  note,  Mr.  President,  that 
several  important  organizations  are 
supporting  this  legislation.  I  insert  for 
the  record  at  the  conclusion  of  my  re- 
marks a  letter  signed  by  34  organiza- 
tions supporting  this  bill.  Also  for  the 
record  I  insert  two  letters  of  support 
from  the  National  Indian  Education 
Association  and  the  Native  American 
Science  Education  Association. 

I  urge  my  colleagues  to  support  this 
legislation.  It  is  a  modest,  yet  neces- 
sary first  step  to  combat  illiteracy 
among  an  important  group  of  Ameri- 
can citizens. 

I  ask  unanimous  consent  that  a  copy 
of  the  bill  be  printed  in  the  Record 
following  my  remarks. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2835 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United   States    of 
Ameriaca  in  Congress  assembled. 

SHORT  TITLE 

Section  1.  This  Act  may  be  referred  to  as 
the  "English  Proficiency  Act". 

FINDINGS  AND  PURPOSE 

Sec.  2.  (a)  Findings.— The  Congress  finds 
that- 

(1)  proficiency  in  English,  the  common 
language  of  the  United  States,  is  essential  in 
Amerian  life  and  a  prerequisite  to  natural- 
ization and  the  full  exercise  of  civic  rights 
and  responsibilities: 

(2)  limited  English  literacy  is  a  barrier  to 
participation  in  the  political  and  economic 
mainstream  of  the  Nation,  diminishing  eco- 
nomic competitiveness  and  restricting  citi- 
zens participation  in  democratic  processes; 

(3)  parents  who  possess  limited  English 
literacy  skills  are  unable  to  be  full  partners 
in  their  children's  education  resulting  in  low 
levels  of  educational  attainment  and  high 
dropout  rates  among  those  children; 

(4)  many  endeavors  which  serve  the  tech- 
nological, economic  and  national  security  in- 
terests of  the  United  States  require  ad- 
vanced skills  among  workers  in  the  private 
and  public  sector,  and  a  solid  foundation  of 
basic  skills  including  proficiency  in  English 
is  essential  in  obtaining  these  complex 
skills; 

(5)  it  is  in  the  national  interest  to  assist 
individuals  of  limited  English  proficiency  to 
acquire  the  English  language  skills  to 
enable  them  to  become  full  and  productive 
members  of  society; 

(6)  significant  numbers  of  adults  and  out- 
of-school  youth  in  the  United  States  lack 
oral  English  proficiency  and  functional  Eng- 
lish literacy  skills; 

(7)  individuals  of  limited  English  profi- 
ciency include  both  citizens  and  non-citi- 
zens; 

(8)  many  individuals  of  limited  English 
proficiency  lack  English  literacy  skills  be- 
cause they  have  not  been  provided  equal 
educational  opportunities  by  State  and  local 
educational  agencies; 

(9)  research  and  surveys  demonstrate  that 
adults  of  limited  EInglish  proficiency  have  a 
strong  desire  to  achieve  full  competence  in 
the  English  language; 

(10)  existing  resources  are  not  sufficient 
to  meet  the  special  needs  of  individuals  of 
limited  English  proficiency;  and 
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(11)  community-based  nonprofit  organiza- 
tions are  often  the  most  appropriate  entities 
in  providing  successful  English  literacy  pro- 
grams focused  on  individuals  of  limited  Eng- 
lish proficiency. 

(b)  Purpose.— It  is  the  purpose  of  this  Act, 
in  order  to  promote  opportunities  for  all  in- 
dividuals to  achieve  literacy  in  English,  to— 

(1)  encourage  the  establishment  and  oper- 
ation, where  appropriate,  of  English  Ian- 
gauge  and  literacy  programs  specifically  de- 
signed and  targeted  to  meet  the  needs  of 
limited-English  proficient  persons; 

(2)  to  establish  a  national  clearinghouse  to 
compile  information  on  literacy  curriculum 
and  resources  for  limited-English  proficient 
youth  and  adults  and  thereby  assist  local 
grantees  implementing  programs  funded 
under  this  Act;  and 

(3)  to  provide  financial  assistance  to  pro- 
grams in  communities  which  are  designed  to 
meet  the  language  and  literacy  needs  of  in- 
dividuals of  limited-English  proficiency  to 
achieve  full  competence  in  English. 

DEFINITIONS 

Sec.  3.  For  the  purposes  of  this  Act: 

(1)  The  term  "individual  of  limited  Eng- 
lish proficiency"  means  an  adult  or  out-of- 
school  youth  who  has  limited  ability  in 
speaking,  reading,  writing,  or  understanding 
the  English  langauge  and— 

(A)  whose  native  language  is  a  language 
other  than  English;  or 

(B)  who  live  in  a  family  or  community  en- 
vironment where  a  language  other  than 
English  is  the  dominant  language. 

(2)  The  term  "adult"  means  an  individual 
who  has  attained  16  years  of  age. 

(3)  The  term  "out-of -school  youth"  means 
an  Individual  who  is  under  sixteen  years  and 
beyond  the  age  of  compulsory  school  at- 
tendance under  state  law  who  has  not  com- 
pleted high  school  or  the  equivalent. 

(4)  The  term  "English  literacy  program" 
means  a  protram  of  Instruction  designed  to 
help  limited  English  proficient  adults,  out- 
of-school  youths,  or  both  achieve  full  com- 
petence In  the  English  language. 

(5)  The  term  "Secretary"  means  the  Sec- 
retary of  Education. 

(6)  The  term  "community-based  organiza- 
tion" means  a  private  nonprofit  organiza- 
tion which  is  representative  of  a  community 
or  significant  segments  of  a  community  and 
which  provides  education,  vocational  educa- 
tion, job  training,  or  Internship  services  and 
programs  and  includes  neighborhood  groups 
and  organizations,  conmiunity  action  agen- 
cies, community  development  corporations, 
union-related  organizations,  employer-relat- 
ed organizations,  tribal  governments,  and 
organizations  serving  Native  Alaskans  and 
Indians. 

riNAMCIAL  ASSISTANCE  FOR  ENGLISH  LITERACY 
PROGRAMS 

Sec.  4.  (a)  Establishment.— Subject  to  the 
avallabUlty  of  appropriations,  the  Secretary 
shall  establish  within  the  Office  of  Adult 
Education  a  program  of  grants  for  the  es- 
tablishment, operation,  and  improvement  of 
English  literacy  programs  for  Individuals  of 
limited  English  proficiency.  Such  grants 
may  provide  for  support  services  including 
child  care  and  transportation  costs  for  pro- 
gram participants. 

(b)  Grant  Recipients.—  . 

(1)  A  grant  under  this  section  may  be 
made  to  community-based  organizations, 
local  educational  agencies,  tribally-con- 
trolled  schools,  institutions  of  higher  educa- 
tion (including  community  colleges),  public 
libraries,  and  prisons. 

(2)  Eligible  grant  recipients  under  para- 
graph (1)  may  be  located  in  any  of  the  fifty 


States,  the  District  of  Columbia,  the  Com- 
monwealth of  Puerto  Rico,  Guam,  American 
Samoa,  the  Virgin  Islands,  the  Trust  Terri- 
tory of  the  Pacific  Islands,  and  the  North- 
em  Mariana  Islands. 

(c)  Application.— 

(1)  Any  eligible  Institution  under  subsec- 
tion (b)  may  submit  an  application  for  a 
grant  authorized  under  subsection  (a).  Such 
application  shall  be  made  to  the  Secretary 
at  such  time,  and  In  such  manner,  as  the 
Secretary  considers  appropriate. 

(2)  Applications  for  grants  authorized 
under  subsection  (a)  of  this  section  shall 
contain  information  regarding— 

(A)  the  number  of  limited-English  profi- 
cient adults  and  out-of-school  youth  in  the 
area  served  by  applicants  who  need  or  could 
benefit  from  programs  assisted  under  this 
Act; 

(B)  the  activities  which  would  be  under- 
taken under  the  grant  and  the  manner  in 
which  such  activities  will  promote  English 
literacy  and  enable  individuals  In  the  pro- 
gram to  participate  fully  In  national  life; 

(C)  a  statement  of  the  applicant's  ability 
to  serve  individual  adults  and  out-of-school 
youth  of  limited  English  proficiency,  includ- 
ing the  qualifications  and  training  of  per- 
sonnel who  will  participate  in  the  proposed 
project; 

(D)  the  resources  necessary  to  develop  and 
operate  the  proposed  program  and  the  re- 
sources to  be  provided  by  the  applicant;  and 

(E)  the  specific  goals  of  the  proposed  pro- 
gram and  how  achievement  of  these  goals 
wUl  be  measured. 

(d)  Availability.— Grants  under  this  sec- 
tion shall  be  available  for  not  more  than 
three  years.  The  Secretary  may  terminate  a 
grant  only  if  the  Secretary  determines 
that- 

(1)  the  applicant's  program  has  not  made 
substantial  progress  in  achieving  the  specif- 
ic educational  goals  set  out  in  the  applica- 
tion; or 

(2)  there  is  not  longer  a  need  for  the  ap- 
plicant's program. 

(e)  Set-Aside  for  Community-Based  Orga- 
nizations.—Not  less  than  50  percent  of 
funds  available  under  this  section  shall  be 
used  to  make  grants  to  community-based  or- 
ganizations with  the  demonstrated  capabil- 
ity to  administer  English  proficiency  pro- 
grams. 

(f)  Report.— A  grant  recipient  under  this 
section  shall  submit  to  the  Secretary  a 
report  on  the  program's  progress  and  activi- 
ties for  each  fiscal  year. 

DEMONSTRATION  PROGRAMS  AND  EVALUATION 

Sec.  5.  (a)  Program  Authority.— Subject 
to  the  appropriations  under  this  section,  the 
Secretary,  through  the  Office  of  Adult  Edu- 
cation, shall  directly,  and  through  grants 
and  contracts  with  public  and  private  non- 
profit agencies,  institutions,  and  organiza- 
tions, carry  out  a  program— 

(1)  to  develop  innovative  approaches  and 
methods  of  literacy  education  for  Individ- 
uals of  limited  English  proficiency  utilizing 
new  instructional  methods  and  technol- 
ogies; 

(2)  to  establish  a  nationwide  clearing- 
house on  literacy  education  for  individuals 
of  limited  English  proficiency  to  collect  and 
disseminate  Information  concerning  effec- 
tive approaches  or  methods,  including  co- 
ordination with  manpower  training  and 
other  education  programs. 

(b)  Evaluation  and  Audit.— The  Secretary 
shall  directly,  and  through  grants  and  con- 
tracts with  public  and  private  agencies,  in- 
stitutions, and  organizations,  evaluate  the 
effectiveness  of  programs  conducted  under 


this  Act.  Programs  funded  under  this  Act 
shall  be  audited  annually. 

authority  of  secretary 

Sec.  6.  In  the  administration  of  programs 
under  this  Act,  the  Secretary  shall  have  au- 
thority to  accept  in  the  name  of  the  United 
States,  grants,  gifts,  or  bequests  of  money 
for  the  purposes  of  this  Act. 

AtTTHORIZATION  OF  APPROPRIATIONS 

Sec.  7.  (a)  Authorizations  of  Appropria- 
tions.—There  are  authorized  to  be  appro- 
priated for  the  purposes  of  this  Act 
$10,000,000  for  each  of  the  fiscal  years  1987, 
1988,  and  1989. 

(b)  Availability.— Funds  appropriated 
under  sut>section  (a)  shall  remain  available 
until  expended. 

(c)  Limitation.— Not  more  than  10  per- 
cent of  funds  available  under  this  Act  shall 
be  used  to  carry  out  the  purposes  of  section 
5. 

Mr.  BINGAMAN.  Madam  President, 
I  also  ask  unanimous  consent  that 
three  other  times  be  included  in  the 
Record  at  this  point:  No.  1,  a  letter  of 
support  from  some  34  organizations 
which  have  indicated  their  endorse- 
ment of  this  legislation;  No.  2,  a  letter 
from  the  National  Indian  Education 
Association  in  support  of  this  legisla- 
tion; and.  No.  3,  a  letter  from  the 
Native  American  Science  Education 
Association. 

There  being  no  objection,  the  letters 
were  ordered  to  be  printed  in  the 
Record,  as  follows: 

September  IS.  1986. 

Dear  Senator:  We  the  undersigned  urge 
you  to  support  the  English  Proficiency  Act 
which  will  be  introduced  on  September  18. 
The  English  Proficiency  Act  would  address 
the  serious  problem  of  Illiteracy  among 
adults  of  limited-English  proficiency.  Full 
proficiency  in  English,  spoken  and  written, 
is  a  fundamental  necessity  for  all  citizens  so' 
that  they  can  take  advantage  of  the  oppor- 
tunities our  nation  offers  and  be  full  con- 
tributing members  of  our  society.  The 
alarming  level  of  illiteracy  in  our  country 
has  received  considerable  attention  recently, 
and  some  of  you  have  already  proposed 
some  solutions. 

Many  people,  however,  may  not  be  aware 
of  the  extent  of  the  problem  among  individ- 
uals of  limited-English  proficiency.  The 
1975  Adult  Performance  Level  study  found 
that  fully  56  percent  of  the  adult  Hispanic- 
American  population  is  functionally  illiter- 
ate. A  recently-released  Census  Bureau 
survey.  Initiated  by  the  Department  of  Edu- 
cation, indicates  that  while  13  percent  of  all 
United  States  adults  are  Illiterate,  the  rate 
for  Spanish-speaking  adults  whose  native 
language  is  not  English  is  54  percent,  and 
the  rate  for  non-Spanish-speaklng  adults 
whose  native  language  is  not  English  is  41 
p»ercent. 

This  problem  is  not  being  adequately  ad- 
dressed by  present  literacy  programs.  Be- 
cause of  the  cost  and  specialized  training  re- 
quired to  serve  limited-English  proficient 
persons,  many  of  the  existing  programs 
cannot  serve  this  population.  Many  limited- 
English  proficient  persons  must  face  long 
waiting  lines  for  adult  education  classes 
that  often  charge  for  services.  As  a  result, 
thousands  of  adults  from  non-English  lan- 
guage backgrounds  find  themselves  closed 
off  from  affordable  opportunities  to  become 
literate  In  English.  Given  our  technological 
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society  and  the  critical  Importance  of  full 
participation  in  our  democracy,  we  cannot 
afford  to  let  this  situation  continue. 

The  English  Proficiency  Act  of  1986  would 
achieve  the  following: 

Provide  grants  for  the  operation  of  Eng- 
lish literacy  programs  for  adults  and  out-of- 
school  youth  of  limited-English  proficiency; 

Make  more  effective  use  of  existing  re- 
sources within  the  Department  of  Educa- 
tion to  reduce  adult  Illiteracy; 

Provide  limited-English  proficient  persons 
the  opportunity  to  learn  to  read,  write  and 
speak  the  language,  and  thereby  become 
full  participants  in  our  society;  and 

Establish  a  clearinghouse  to  facilitate  the 
gathering  and  dissemination  of  effective 
methods  of  teaching  English  to  limited-Eng- 
lish proficient  adults. 

We  believe  that  bringing  all  Americans 
Into  the  mainstream  of  society  is  in  the  best 
traditions  of  our  country.  We  strongly  urge 
you  to  Join  us  in  supporting  this  Important 
legislation.  To  become  a  co-sponsor,  please 
contact  Faith  Roessel  or  Andy  Ford  in  Sena- 
tor Jeff  Bingaman's  office  at  224-5521  by 
September  16. 
Sincerely, 

American  Civil  Liberties  Union. 

American  G.I.  Forum  of  Washington,  D.C. 

American  Jewish  Committee. 

Asian  Pacific  American  Bar  Association. 

Asian  of  America. 

Association  for  Community  Based  Educa- 
tion. 

Center  for  Applied  Linguistics. 

Children's  Defense  Fund. 

Chinese  for  Affirmative  Action. 

Congressional  Hispanic  Caucus. 

Cuban  American  Committee. 

Cuban  National  Planning  Council. 

International  Reading  Association. 

Japanese  American  Citizens  League. 

League  of  United  Latin  American  Citizens. 

National  Asian  Pacific  Democratic  Coun- 
cil. 

National  Association  of  Latino  Elected 
and  Appointed  Officials. 

National  Association  for  Bilingual  Educa- 
tion. 

National  Center  for  Urban  Ethnic  Affairs. 

National  Coalition  of  Title  I/Chapter  I 
Parents. 

National  Community  Eklucation  Associa- 
tion. 

National  Council  of  La  Raza. 

National  Education  Association. 

National  Hispanic  Bar  Association. 

National  Italian  American  Foundation. 

National  PTA. 

National  Puerto  Rican  Coalition. 

National  Puerto  Rican  Forum. 

Mexican  American  Legal  Defense  and 
Educational  Fund. 

Mexican  American  Women's  National  As- 
sociation. 

Organization  of  Chinese  Americans. 

Organization  of  Pan  American  Women. 

Teachers  of  English  to  Speakers  of  Other 
Languages. 

National  Indian 
Education  Association, 
Minneapolis,  MN.  September  IS,  1986. 
Hon.  Jeff  Bingaman, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Bingaman:  The  National 
Indian  Ekiucation  Association  commends  the 
introduction  of  "The  Elnglish  Proficiency 
Act"  in  the  Senate. 

Legislation  to  meet  the  special  education- 
al needs  of  limited  English  proficient  per- 
sons in  this  nation  is  long  overdue. 


On  some  of  the  nearly  300  Indian  reserva- 
tions in  the  lower  48  States,  English  is  the 
second  language  among  over  90%  of  the 
native  populations.  Among  these  reserva- 
tions there  are  over  150  separate  and  dis- 
tinct Indian  languages.  Many  of  these 
American  Indian  people  have  long  suffered 
hardship  in  coping  with  mainstream  society 
because  of  the  absence  of  adequate  educa- 
tional programs  that  can  enable  them  to 
gain  full  proficiency  in  English  without 
forcing  them  to  abandon  their  own  native 
cultures. 

NIEA  applauds  your  efforts  to  make  equal 
educational  opportunities  a  reality  for  all  of 
our  nation's  citizens. 
Sincerely, 

Dr.  Anselm  G.  Davis,  Jr., 

President, 

National  Indian  Education  Association. 

Native  American  Science 

Education  Association 

September  18,  1986. 
Hon.  Jepf  Bingaman, 
U.S.  Senate, 

Hart  Senate  Office  Building, 
Washington,  DC. 

Dear  Senator  Bingaman:  The  Native 
American  Science  Education  Association  is 
pleased  to  join  more  than  thirty-five  other 
organizations  in  support  of  your  introduc- 
tion of  the  English  Proficiency  Act.  We 
strongly  feel  that  the  serious  problem  of  il- 
literacy among  adults  particularly  among 
Native  Americans  with  limited  English  pro- 
ficiency needs  to  be  addressed.  Pull  profi- 
ciency in  English,  spoken  and  written  is  a 
fundamental  necessity  for  all  citizens  who 
wish  to  take  advantage  of  all  opportunities 
offered  by  our  society.  Limited  English 
skills  are  and  have  been  a  continuing  handi- 
cap for  many  Native  Americans  throughout 
the  country. 

We  strongly  support  bilingual  programs 
emphasizing  skills  for  students  in  their 
native  language.  We  join  with  you  in  the  re- 
alization that  no  Indian  child  can  become 
fully  part  of  society  without  adequate  Eng- 
lish skills,  both  written  and  spoken.  For  this 
reason,  we  support  the  English  Proficiency 
Act  and  strongly  feel  that  special  provision 
must  be  made  to  address  the  unique  needs 
of  Native  Americans.  The  special  circum- 
stances of  instruction  in  schools  where  the 
students  are  enrolled  should  also  be  taken 
into  account.  The  provisions  of  the  English 
Proficiency  Act  as  proposed  in  H.R.  5024 
would  seem  to  offer  the  flexibility  and 
structures  to  assist  many  Indian  youth  and 
adults  to  achieve  the  goals  of  functional  lit- 
eracy in  English. 

If  we  can  be  of  any  practical  help  in  the 
discussions  concerning  the  details  of  this 
legislation,  please  feel  free  to  call  on  us.  We 
are  pleased  to  provide  our  support  for  your 
efforts  to  address  this  serious  need  for 
Native  Americans  and  all  citizens  with  limit- 
ed English  skills. 
Sincerely, 

Gary  G.  Allen. 
Executive  Director. 

•  Mr.  SIMON.  Mr.  President,  I  am 
pleased  to  join  my  colleague  from  New 
Mexico  [Mr.  Bingaman]  as  a  cosponsor 
of  the  English  Proficiency  Act  of  1986. 
Adult  illiteracy  is  a  problem  which 
has  an  unquantifiable  economic,  social 
and  personal  cost.  Modest  literacy  ini- 
tiatives have  been  approved  in  this 
Congress  as  a  recognition  that  we 
would  be  a  more  productive  and  parti- 
cipatory society  if  we  could  reach  the 


estimated  23  million  illiterate  adults  in 
the  United  States.  The  new  literacy 
programs  in  public  libraries,  communi- 
ty service  programs  in  the  Higher  Edu- 
cation Act  reauthorization  just  out  of 
conference,  the  VISTA  Literacy  Corps, 
and  proposed  mandatory  remedial 
education  within  the  summer  youth 
programs  currently  under  consider- 
ation in  the  Job  Partnership  and 
Training  Act  Technical  Amendments 
Conference,  reflect  our  concerns  at 
the  Federal  level.  The  Federal  Adult 
Basic  Education  Program,  and  State 
and  local  agency  initiatives  serve  mil- 
lions who  want  to  learn  and  need  to 
learn.  The  media  has  focused  on  the 
issue  through  "Capitol  Cities/ABC 
and  PBS-TV's  Project  Literacy  U.S. 
[PLUS]"  which  includes  media  and 
other  programs  drawing  attention  to 
the  problem  and  what  can  be  done. 

Close  to  8  million  native-English 
speakers  between  the  ages  of  20  and  39 
are  illiterate.  For  the  age  group  over 
40,  the  number  of  native-English 
speakers  who  are  illiterate  is  close  to 
12  million.  A  significant  number  of 
adult  illiterates,  however,  are  not 
native-English  speakers.  While  13  per- 
cent of  the  adult  population  is  esti- 
mated to  be  functionally  illiterate,  be- 
tween 41  and  54  percent  of  American 
adults  whose  native  language  is  not 
English  are  considered  functionally  il- 
literate. We  cannot  serve  the  English 
proficient  adult  who  cannot  read  and 
write  and  believe  we  have  addressed 
the  problem  of  adult  illiteracy.  We 
must  also  recognize  the  limited-Eng- 
lish speaking  adult  to  encompass  the 
spectrum  of  functional  illiteracy  in 
our  population. 

The  English  Proficiency  Act  of  1986 
does  just  this.  In  addition  to  existing 
Federal  illiteracy  programs,  the  bill 
proposes  three  new  initiatives  for  lim- 
ited-English speaking  adults.  The  bill 
would: 

Provide  grants  for  literacy  programs 
for  adults  and  out  of  school  youths 
who  are  limited-English  speakers. 

Make  more  effective  use  of  existing 
resources  and  programs  at  the  U.S. 
Department  of  Education. 

Establish  a  clearinghouse  to  facili- 
tate the  acquisition  and  dissemination 
of  effective  teaching  methods  for  this 
target  population. 

We  cannot  afford  illiteracy  as  a 
nation.  Individuals  as  members  of  fam- 
ilies, as  workers  and  as  citizens  need  to 
use  the  written  word  to  be  full  mem- 
bers of  society  to  the  benefit  of  us  all. 
I  commend  my  colleague,  Mr.  Binga- 
man, for  recognizing  the  needs  of  the 
limited-English  speaking  adult  in  the 
area  of  literacy  and  urge  my  col- 
leagues to  join  in  support  for  the  Eng- 
lish Proficiency  Act  of  1986.« 
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S.  2836.  A  bill  to  amend  the  Agricul- 
tural Act  of  1949  to  modify  the  sup- 
port price  and  marketing  loan  pro- 
gram for  the  1986  crop  of  soybeans, 
and  for  other  purposes;  to  the  Com- 
mittee on  Agriculture.  Nutrition,  and 
Forestry. 

SUPPORT  PRICE  AND  MARKETING  LOAN  PROGRAM 
FOR  SOYBEANS 

Mr.  BUMPERS.  Mr.  President,  I  rise 
this  afternoon  to  introduce  a  bill  on 
behalf  of  my  colleague.  Senator 
Pryor,  and  myself,  and  which  is  sup- 
ported by  the  American  Soybean  Asso- 
ciation and  a  number  of  other  farm 
groups. 

This  bill  is  designed  to  do  what  we 
asked  the  Secretary  to  do  in  a  sense- 
of-the-Senate  resolution  attached  to 
the  debt  ceiling  bill  roughly  1V4 
months  ago. 

What  we  asked  in  that  and  what  we 
ask  in  this  bill  is  that  the  loan  rate  on 
soybeans  not  be  reduced  from  $5.02  to 
$4.77,  and  yet  on  roughly  September  1, 
the  Secretary  ignored  the  sense-of-the- 
Senate  resolution  adopted  by  the 
Senate  and  reduced  the  loan  rate  from 
$5.02  to  $4.77. 

Mr.  President,  bear  in  mind  that  if 
there  is  a  sequester  under  Gramm- 
Rudman  the  loan  price  on  soybeans 
will  further  be  reduced  to  $4.56  and  I 
dare  say  without  embellishing  or  over- 
dramatrizing  the  plight  of  the  Ameri- 
can farmer  there  will  be  very  few  soy- 
beans produced  next  year  for  $4.56  a 
bushel. 

I  want  to  also  say  that  the  loan  rate 
established  by  the  Secretary  in  Sep- 
tember on  September  1  applies  to  this 
year's  crop  which  is  just  now  in  the 
process  of  being  harvested  in  some 
areas  most  of  which  crop  is  yet  to  be 
harvested. 

One  of  the  most  bizarre  conse- 
quences of  what  can  and  may  very 
well  happen  in  the  field  of  soybeans  is 
this:  The  Secretary  establishes  a  loan 
rate  gf  $4.77  and  that  is  the  price  that 
an  American  farmer  can  get  by  placing 
his  soybeans  into  the  Igan  program. 
That  is  $4.77  per  bushel,  and  he  agrees 
when  he  dges  that  to  repay  the 
Coemgdity  Credit  Cgrporation  $4.77 
when  the  tieOe  comes  9  months  later 
to  redeee  that  loan. 

And  the  kicker  as  thas:  If  Gramm- 
Rudman  gges  ifoto  effect$  that  is  the 
sequester  goes  ifto  effect,  the  doaf 
rate  of  soybeans  wild  drop  to  $4.56, 
and  qet  9  months  from  now  the 
fanner  will  be  required  to  repay  his 
loan  at  the  full  $4.77. 

Mr.  President,  that  would  put  the 
U.S.  Government  in  the  posture  gOf 
actually  making  a  profit  in  a  most 
unfair  and  unintefded  way  off  the 
most  dastressed  segmeft  of  the  Ameri- 
can ecgnomy;  famely$  agriculture. 

So  what  the  bill  Senator  Prycr  and 
I  are  iftroducting  tgday  wild  do,  and 
incidentally,  I  want  to  alsg  say  that 
thas  is  being  introduced  on  behalf  of 
Senator  Ford  of  Kentucky,  would  be 


to  simply  mandate  a  restoration  rate 
of  the  $5.02  loan  price  which  is  just 
about  the  cost  of  producing  soybeans 
all  over  this  couintry^ 

Mr.  President,  I  strongly  urge  my 
colleagues  to  read  my  formal  remarks 
which  I  will  momentarily  ask  to  be  in- 
serted in  the  Record  because  it  has  in- 
formation on  how  much  we  are  pro- 
ducing, what  world  prodution  is,  how 
much  we  are  exporting  and  what  kind 
of  competition  we  are  facing  in  the 
world  export  markets. 

The  statement  is  as  follows: 
Statement  by  Senator  Dale  Bumpers  on 

Maintaining  Price  Support  Loan  Rate 

FOR  Soybeans 

Mr.  President,  today  Senator  Pryor  and  I 
are  introducing  a  bill  supported  by  the 
American  Soybean  Association  and  other 
farm  groups  that  will  require  the  Secretary 
of  Agriculture  to  maintain  the  formula 
price  support  loan  rate  for  soybeans  at  $5.02 
per  bushel,  and  to  implement  either  a  mar- 
lieting  loan  or  a  so-called  producer  option 
payment.  This  bill  would  not  be  necessary  if 
the  Secretary  had  heeded  my  unanimously- 
adopted  amendment  to  the  Public  Debt 
Limit  Increase  measure,  H.J.  Res.  668, 
which  called  for  this  identical  program. 
However,  the  Secretary  chose  to  ignore  the 
Senate,  and  on  August  29  announced  a  pre- 
liminary loan  rate  of  $4.77  per  bushel  for 
1986  soybeans,  meaning  that  the  effective 
loan  rate  will  be  $4.56  per  bushel  after  ac- 
counting for  the  mandatory  Gramm- 
Rudman  deduction. 

Although  the  aimouncement  was  not  a 
complete  surprise— because  at  every  oppor- 
tunity the  Secretary  of  Agriculture  has 
adopted  the  option  under  the  1985  farm  act 
that  least  benefits  the  farmer— it  did  come 
as  quite  a  blow  to  our  soybean  farmers.  The 
final  1986  soybean  loan  rate  will  not  be  an- 
nounced until  around  October  1.  but  no  one 
expects  the  Secretary  to  change  his  mind. 
The  bottom  line  is  that  without  the  enact- 
ment of  soybean  legislation  mandating  a 
$5.02  rate  it  will  drop  to  $4.77  and  even 
lower  under  Gramm-Rudman.  My  bill  is  in- 
tended to  head  off  this  disastrous  turn  of 
events  for  our  soybean  producers. 

The  soybean  program  our  bill  propoes 
would  be  a  relatively  simple  one.  The  loan 
will  be  frozen  at  $5.02  per  bushel  for  1986 
only.  The  Secretary  will  be  mandated  to 
adopt  one  of  two  marketing  programs— 
either  a  marlieting  loan  program  or  a  pro- 
ducer option  payment  program.  The  mar- 
keting loan  program  would  allow  producers 
to  redeem  their  CCC  price  support  loans  at 
the  world  market  price.  The  producer 
option  payment  would  be  set  at  20%  of  the 
loan  value,  about  $1  per  bushel,  and  would 
be  paid  to  producers  for  either  pledging  to 
stay  out  of  the  loan  or  redeemig  their  loan 
and  getting  out  of  the  loan  program.  Either 
program  will  produce  significant  savifgs  in 
the  avoidance  of  storage  and  interest  costs 
on  forefeited  beans  and  would  ensure  the 
competitiveness  of  soybeans  in  all  markets 
without  adversely  affecting  net  farm 
income. 

And  most  importantly,  the  bill  provides  a 
return  to  the  $5.02  loan  protection  level— an 
especially  critical  action  considering  that 
soybeans  do  not  have  a  target  price.  Also,  it 
should  be  noted  that  our  bill  requires  the 
Secretary  to  consult  with  leaders  within  the 
cotton  industry  to  help  develop  a  plan  to 
protect  the  cotton  seed  oil  industry  once  a 
soybean  marketing  program  is  adopted. 


Mr.  President,  let  me  set  out  a  few  facts 
which  will  fully  Justify  this  legislation.  The 
announced  decrease  in  the  loan  price  down 
to  $4.77  will  cause  a  serious  decline  in  net 
farm  income  for  soybean  producers  without 
providing  a  significant  boost  to  export  sales. 
According  to  the  USDA,  the  world  forecast 
for  oil  seed  production  in  1986-87  is  196.5 
million  metric  tons  (MMT)  with  the  non- 
U.S.  share  to  rise  9  mmt  from  last  year  to  a 
record  production  of  137.9  mmt. 

World  soyl>ean  production  will  decrease 
slightly,  due  to  the  drop  in  production  in 
the  U.S.,  from  last  year's  record  96.12  mmt 
to  this  year's  projection  of  95.9  mmt.  But 
foreign  soybean  production  is  forecast  to 
reach  a  record  44.2  mmt,  primarily  due  to 
production  increases  in  Brazil,  Paraguay, 
and  China.  Argentina  is  expected  to  In- 
crease production  in  1986  by  16%,  up  to  312 
million  bushels,  and  Brazil  is  projected  to 
increase  production  24%  up  to  606  million 
bushels.  As  we  all  know,  these  two  countries 
are  major  export  competitors. 

World  soybean  crush  is  forecast  at  78.3 
mmt.  an  increase  of  2.3  mmt  from  last  year, 
and  an  increased  crush  in  the  Southern 
Hemisphere  will  help  displace  U.S.  oil  and 
meal  exports.  Large  global  supplies  of  other 
oils,  particularly  palm  oil,  could  push  U.S. 
exports  of  soybean  oil  below  last  year's  level 
of  570,00  metric  tons,  although  many  ana- 
lysts project  that  such  export  sales  will 
remain  at  or  near  last  year's  level.  World 
soybean  exports  are  predicted  to  show  a 
slight  gain,  but  the  USDA  projects  that 
Brazil  and  Paraguay  will  capture  any  in- 
crease in  sales. 

This  poor  forecast  was  developed  by  the 
USDA  even  with  the  Department's  internal 
understanding  as  to  what  measures  wUl  be 
taken  to  boost  soybean,  oil  and  meal  export 
sales.  Therefore,  the  implementation  of  a 
marketing  loan  program  would  aid  the  U.S. 
soybean  industry  in  effectively  competing 
with  foreign  bean,  oil  and  meal  export  sales, 
where  the  conventional  response  of  simply 
lowering  the  loan  rate  Is  projected  to  fall. 
And  It  would  slow  the  Importation  of  for- 
eign palm  and  rapeseed  oils  into  the  U.S. 
that  are  displacing  normal  U.S.  soybean 
sales. 

The  pressure  on  prices  has  also  come  from 
internal  sources.  Although  U.S.  production 
is  projected  to  decline  from  last  year's  pro- 
duction of  57.1  mmt  to  51.7  mmt.  this  level 
represents  a  significant  Increase  from  trade 
expectations.  The  USDA  acreage  report 
showing  soybeans  planted  on  61.8  million 
acres  In  the  U.S.  also  pressured  weak  soy- 
bean prices. 

The  pressure  on  soybean  sales  was  further 
complicated  with  the  notice  published  In 
the  Federal  Register  on  June  17,  1986.  that 
the  USDA  intends  to  Implement  a  tempo- 
rary program  to  encourage  the  use  of  grain 
for  fuel  ethanol.  Market  analysts  believe 
that  this  USDA  program  could  displace  up 
to  $400  million  In  soybean,  cottonseed,  and 
sunflower  seed  sales.  Under  the  proposed 
program,  ethanol  producers  using  com  as  a 
feedstock  will  receive  one  bushel  of  CCC- 
owned  grain  or  every  2.5  bushels  purchased 
through  September  30,  1986.  This  program 
is  projected  to  produce  703.000  metric  tons 
of  com  gluten  meal,  3.015  million  metric 
tons  of  com  gluten  feed,  and  750  million 
pounds  of  com  oil  as  a  by-product  from  the 
manufacturing  process.  The  subsidized  pro- 
duction of  these  by-products  now  places 
com  oil  production  competitively  with  pro- 
duction of  other  oils. 

The  USDA  discounts  any  concem  ex- 
pressed by  the  soybean  industry  by  claiming 
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many  soybean  producers  also  grow  corn 
and,  therefore,  money  Is  being  switched 
from  one  pocket  to  another.  This  ignores  a 
significant  segment  of  soybean  producers 
who  do  not  grow  com.  The  resulting  in- 
crease in  com  by-product  will  unquestion- 
ably put  further  pressure  on  soybean  prices. 
Unfortunately,  soybean  farmers  who  don't 
grow  com  will  not  have  a  setoff  nor  will 
they  have  PIK  certificates  or  deficiency 
payments  to  help  cushion  the  price  shock. 

Finally  I  would  like  to  close  by  alerting 
my  colleagues  to  information  1  received  con- 
cerning the  newly  announced  $4.77  loan 
rate.  According  to  sources  within  the  soy- 
bean industry,  a  producer  who  enters  the 
loan  will  have  to  absorb  the  4.3%  Granun- 
Rudman  loan  reduction— effectively  lower- 
ing the  loan  to  $4.56  per  bushel.  The  kicker 
is  that  the  Administratign  is  going  to  force 
producers  whg  redeem  to  repay  at  the  $4.77 
level.  This  is  absurd,  it  is  going  to  ensure 
massive  forfeitures  unless  the  price  for  soy- 
beans rallies  spectacularly,  and  it  vividly 
points  to  the  insensitivity  of  the  Adminis- 
tration to  the  problems  of  our  soybean  pro- 
ducers. 

I  urge  my  colleagues  to  consider  the  ser- 
iousfess  of  the  situation  and  the  urgent 
need  to  take  action.  The  Senate  unanimous- 
ly adopted  our  amendment  in  August  urging 
the  Secretary  to  take  the  action  this  bill 
would  compel  him  to  take.  Soybean  produc- 
ers are  being  whipsawed  in  the  market  in 
much  the  same  way  they  were  in  1985 
during  the  farm  bill  debate.  Producers  are 
aware  that  Congress  is  contemplating 
changes  and  these  producers  need  to  know 
Quickly  what  Congress  will  do  so.  February 
1987  is  too  late:  we  must  act  now.  I  urge 
swift  adoption  of  this  legislation. 

•  Mr.  PRYOR.  Mr.  President,  in  reac- 
tion to  USDA's  final  soybean  an- 
nouncement concerning  the  1986  loan 
rates,  I  am  joining  my  colleague  Sena- 
tor BiTMPERS  in  introducing  legislation 
that  if  enacted  would  overide  that  an- 
nouncement. This  legislation  strictly 
deals  with  soybeans  and  was  unani- 
mously supported  in  its  intent  in 
August  in  a  sense  of  the  Senate  resolu- 
tion. Our  Secretary  of  Agriculture  has 
now  chosen  to  ignore  that  resolution 
and  our  wishes. 

This  legislation  maintains  the  $5.02 
per  bushef  loan  rate  for  soybeans 
while  at  the  same  time  mandating  a 
marketing  loan  program  for  this  crop. 
Only  last  Friday.  Mr.  President,  USDA 
issued  a  final  announcement  that  low- 
ered the  loan  rate  available  to  our  pro- 
ducers from  $5.02  per  bushel  to  $4.77 
per  bushel.  In  my  opinion,  this  deci- 
sion shows  no  awareness  for  today's 
real  economic  situation  in  agriculture 
and  complete  rejection  of  available 
tools  given  to  the  Secretary  by  our 
Pood  and  Security  Act  of  1985.  The 
Secretary,  with  his  broad  discretionary 
authority,  could  have  aimounced  a 
program  that  adequately  addressed 
soybean's  needs.  That  announcement, 
in  my  opinion,  should  have  stabilized 
the  loan  rate  at  $5.02  per  bushel  with 
the  implementation  of  a  marketing 
loan.  An  aimouncement  such  as  this 
would  have  given  better  economic  pro- 
tection while  at  the  same  time  allow- 


ing soybeans  to  be  price  competitive  in 
international  markets. 

Mr.  President,  our  legislation  man- 
dating a  $5.02  per  bushel  loan  rate 
with  a  marketing  loan  could  mean  sur- 
vival for  many  soybean  producers. 
Now  is  the  time  we  must  address  the 
critical  situation  soybean  producers 
are  facing.  We  can't  wait  till  next  ses- 
sion. USDA's  announcement  will  be 
the  final  nail  in  many  farmers'  coffins. 
Unfortunately,  for  soybean  producers 
in  1986,  the  establishment  of  the  price 
support  loan  level  will  effectively  set 
the  market  price.  And,  as  you  know, 
soybean  producers  do  not  have  income 
protection  in  the  way  of  target  prices 
to  help  soften  a  drop  in  prices.  Thus, 
soybean  producers  are  faced  with  the 
sobering  realization  of  a  $4.77  per 
bushel  loan  rate— a  loan  rate  which 
could  fall  even  further  after  Gramm- 
Rudman-HoUings  cuts. 

As  many  are  aware,  I  am  a  market- 
ing loan  advocate.  I  think  it  is  a  more 
efficient  and  effective  method  of  ad- 
dressing agriculture's  relationship 
with  government  while  allowing  the 
needed  flexibility  to  compete  in  an 
ever  changing  and  challenging  market- 
place. The  marketing  loan  encourages 
redemption  and  sales  and  not  forfeit- 
ure and  storage.  Agriculture  is  facing  a 
severe  cash-flow  shortfall  and  is  suf- 
fering because  it  is  finding  many  com- 
modities noncompetitive  in  the  mar- 
ketplace. I  strongly  feel  the  marketing 
loan,  over  the  long  haul,  is  a  much 
better  investment  of  taxpayer  dollars. 
It  will  allow  agriculture  the  time  to 
stabilize  and  better  cope  with  the 
changing  supply-demand  situations 
while  maintaining  a  competitively 
priced  commodity. 

Mr.  President,  the  Congressional 
Budget  Office  and  USDA,  I  am  sure, 
will  say  the  $5.02  per  bushel  loan  with 
the  marketing  loan  option  will  be  far 
too  costly  to  implement.  However,  I 
have  yet  to  see  any  figures  that  give 
the  marketing  loan  credit  for  savings 
found  in  storage,  acquisition  costs  or 
interest— not  to  mention  an  economic 
savings  resulting  from  the  recapturing 
of  lost  traditional  markets  due  to  our 
new  ability  to  be  price-competitive. 
And,  I  am  just  as  sure  no  one  will  com- 
pute the  savings  accrued  by  putting 
people  back  to  work  and  paying  taxes, 
and  utilization  of  stagnant  facilities 
and  resources  in  agriculture's  infra- 
structure. 

Mr.  President,  let's  do  what  is  right 
and  what  is  needed  for  our  soybean 
producers.  Let's  reemphasize  the  Sen- 
ate's intent,  made  clear  in  the  unani- 
mous passage  of  our  sense  of  the 
Senate  Resolution  that  USDA  has 
chosen  to  ignore.  Today,  I  am  pleased 
to  join  Senator  Bumpers  in  offering  a 
bill  that  mandates  an  effective  soy- 
bean program.  One  that  addresses  the 
severe  problems  of  American  agricul- 
ture and  allows  our  farmers  to  com- 
pete once  again  in  the  world  market.* 


Mr.  BUMPERS.  Mr.  President,  I  ask 
unanimous  consent  to  have  the  bill 
printed  in  the  Record. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2836 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United   States    of 
America  in  Congress  assembled, 

SECTION     1.    SUPPORT    PRICE    AND    MARKETING 
LOANS  FOR  l»86  CROP  OF  SOYBEANS. 

(a)  Support  Price.— Effective  only  for  the 
1986  crop  of  soybeans,  section  201(i)(2))  of 
the  Agricultural  Act  of  1949  (7  U.S.C. 
1446(1X2)  is  amended  by  inserting  "(other 
than  the  marketing  year  for  the  1986  crop 
of  soybeans)"  after  "a  marketing  year". 

(b)  Marketing  Loans.— Effective  only  for 
the  1986  crop  of  soybeans,  section  201(i)  of 
such  Act  is  amended— 

(1)  by  redesignating  paragraphs  (3) 
through  (6)  as  paragraphs  (4)  through  (7): 

(2)  by  inserting  after  paragraph  (2)  the 
following  new  paragraph: 

"(3)(A)  In  the  case  of  the  1986  crop  of  soy- 
beans, the  Secretary  shall  implement  the 
provisions  of  Plan  A  or  Plan  B  in  accordance 
with  this  paragraph. 

■(B)(i)  If  the  Secretary  elects  to  imple- 
ment Plan  A,  the  Secretary  shall  permit  a 
producer  to  repay  a  loan  made  under  this 
subsection  for  a  crop  at  a  level  that  is  the 
lesser  of— 

"(I)  the  loan  level  determined  for  such 
crop;  or 

"(ID  the  prevailing  world  market  price  for 
soybeans,  as  determined  by  the  Secretary. 

"(ii)  If  the  Secretary  elects  to  implement 
Plan  A,  the  Secretary  shall  prescribe  by  reg- 
ulation- 

"(I)  a  formula  to  define  the  prevailing 
world  market  price  for  soybeans:  and 

"(ID  a  mechanism  by  which  the  Secretary 
shall  periodically  announce  the  prevailing 
world  market  price  for  soybeans. 

"(C)(i)  If  the  Secretary  elects  to  imple- 
ment Plan  B.  the  Secretary  shall,  for  the 
1986  crop  of  soybeans,  make  payments  avail- 
able to— 

"(I)  producers  who,  although  eligible  to 
obtain  a  loan  or  purchase  agreement  under 
this  subsection,  agree  to  forgo  obtaining 
such  loan  or  agreement  in  return  for  such 
payments:  and 

"(II)  in  the  case  of  producers  who  have 
placed  their  soybeans  under  such  loan  or 
agreement,  producers  who  agree  to  redeem 
such  loan  or  agreement  and  to  forgo  obtain- 
ing such  loan  or  agreement  in  return  for 
such  payments. 

"(ii)  A  payment  under  this  subparagraph 
shall  be  computed  by  multiplying— 

"(I)  an  amount  equal  to  20  percent  of  the 
loan  payment  rate:  by 

"(II)  the  quantity  of  soybeans  the  produc- 
er is  eligible  to  place  under  loan.":  and 

(3)  in  paragraph  (4)(A)  (as  redesignated 
by  paragraph  (2)).  by  striking  out  "If"  and 
inserting  in  lieu  thereof  "In  the  case  of  each 
of  the  1987  through  1990  crops  of  soybeans, 
if". 

(c)  Other  Oil  Seeds.— The  Secretary  shall 
consider  the  impact  of  this  Act  on  other  oil 
seeds  that  do  not  participate  in  price  sup- 
port programs,  and  shall  consult  with  pro- 
ducers of  such  oil  seeds. 


By  Mr.  PELL: 
S.  2837.  A  bill  to  amend  the  Federal 
Election  Campagin  Act  of  1971,  to  pro- 
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national  committees  in  elections  for 
Federal  office;  to  the  Conunittee  on 
Commerce,  Science,  and  Transporta- 
tion. 

FREE  POLITICAL  BROADCASTING  ACT 

•  Mr.  PELXi.  Mr.  President,  I  am  in- 
troducing today  the  Free  Political 
Broadcasting  Act  of  1986,  as  an 
amendment  to  the  Federal  Election 
Campaign  Act. 

The  purpose  of  this  bill  is  simple  and 
straightforward.  It  seeks  to  attack  the 
problem  of  spiraling  costs  of  Federal 
political  campaigns  at  its  source.  It 
would  make  available  at  no  cost  the 
one  element  which  has  contributed 
the  most  to  the  cost  spiral  and  that  is 
media  broadcast  time. 

The  bill  requires  radio  and  TV  sta- 
tions and  networks,  as  well  as  commu- 
nity antenna  television  stations,  to 
provide  time  for  campaign  use  to  the 
national  committees  of  the  political 
parties,  which  would  in  turn  allocate 
the  time  to  eligible  candidates  for  Fed- 
eral office. 

Committees  receiving  free  broadcast 
time  may  use  up  to  15  minutes  per  day 
for  the  30-day  period  immediately  pre- 
ceding an  election. 

All  time  is  to  be  provided  during  the 
so-called  prime  time  access  period, 
from  7:30  to  8  p.m.  local  time,  each 
weekday  evening.  Under  current  FCC 
regulations,  this  is  a  time  period  which 
local  stations  are  supposed  to  use  for 
community-oriented  programming, 
but  which  in  practice  is  not  always 
well  used. 

The  free  time  must  be  used  in  a 
manner  which  promotes  a  rational  dis- 
cussion and  debate  of  issues  pertinent 
to  the  election  involved.  At  least  75 
percent  of  the  time  must  be  taken  up 
by  a  candidate's  own  remarks. 

While  the  bill  does  place  an  adminis- 
trative burden  on  the  parties,  I  sug- 
gest that  it  is  a  burden  they  should  be 
glad  to  accept.  The  plan  of  the  bill 
permits  the  party  organizations  to 
decide  which  of  their  candidates— par- 
ticularly in  metropolitan  areas  where 
many  Federal  candidates  may  be  in 
contention— can  best  benefit  from  the 
media  exposure  offered  by  the  bill. 
Hopefully,  this  feature  of  the  bill  will 
meet  reservations  expressed  before  the 
Senate  Committee  on  Rules  and  Ad- 
ministration when  it  heard  testimony 
on  free  media  time  and  related  propos- 
als in  1983. 

The  bill  is  in  no  way  restrictive  of 
present  campaign  practices.  Any  can- 
didate, whether  or  not  a  recipient  of 
free  time  under  this  bill,  is  still  at  lib- 
erty to  go  out  and  purchase  as  much 
additional  media  tiee  as  he  or  she  can 
afford  and  needs.  Hopefully,  hgwever, 
the  substantial  infusion  of  free  time 
provided  by  the  bill  will  reduce  sub- 
staftially  campaign  expenditures  for 
media  purchases. 

Pifally,  I  would  emphasize  that  thas 
is  essentially  a  no-cgst  bidl  in  terms  of 
the  value  gf  the  eedia  tiee  that  would 


be  given  to  the  political  prgcess.  There 
is  to  be  sure  an  authorization  for  ap- 
propriations that  may  be  feeded  to 
eeet  the  modest  costs  of  overseeifOg 
compliance.  But  the  basic  commodity 
of  the  bidl  is  an  existing  public  res- 
gurce— namely  the  airwaves— whach 
the  Congress  can  properly  require  to 
be  used  for  political  debate. 

Mr.  President,  recent  figures  indi- 
cate that  at  least  40  percent  of  all  po- 
litical campaign  expenditures— and  up 
to  75  percent  in  some  media  markets- 
are  spent  on  media  advertising.  If  we 
are  truly  concerned  about  curbing  the 
cost  of  campaigning,  it  makes  sense  to 
use  an  available  public  resource  to  sub- 
stitute for  this  major  category  of  ex- 
penditure. If  we  can  thereby  reduce 
costs,  we  will  be  reducing  the  pressure 
to  raise  funds  from  PAC's  and  all 
other  sources  and  the  political  process 
will  benefit  proportionally.* 


ADDITIONAL  COSPONSORS 

S.  14S6 

At  the  request  of  Mr.  Lautenberg, 
the  names  of  the  Senator  from  Ohio 
[Mr.  Glenn],  and  the  Senator  from 
Michigan  [Mr.  Levin]  were  added  as 
cosponsors  of  S.  1456,  a  bill  to  recog- 
nize the  Army  and  Navy  Union  of  the 
United  States  of  America. 

S.  21  IS 

At  the  request  of  Mr.  Thurmond,  the 
name  of  the  Senator  from  Alabama 
[Mr.  Heflin]  was  added  as  a  cosponsor 
of  S.  2115,  a  bill  to  recognize  the  orga- 
nization known  as  the  82d  Airborne 
Division  Association.  Inc. 

S.  2398 

At  the  request  of  Mr.  Roth,  the 
name  of  the  Senator  from  North 
Dakota  [Mr.  Bordick]  was  added  as  a 
cosponsor  of  S.  2398,  a  bill  to  amend 
title  18  of  the  United  States  Code  to 
ban  the  production  and  use  of  adver- 
tisements for  child  pornography  or  so- 
licitations for  child  pornography,  and 
for  other  purposes. 

S.  2454 

At  the  request  of  Mr.  Murkowski, 
the  names  of  the  Senator  from  Florida 
[Mr.  Chiles],  and  the  Senator  from 
Hawaii  [Mr.  Inouye]  were  added  as  co- 
sponsors  of  S.  2454,  a  bill  to  repeal  sec- 
tion 1631  of  the  Department  of  De- 
fense Authorization  Act,  1985,  relating 
to  the  liability  of  Government  con- 
tractors for  injuries  or  losses  of  prop- 
erty arising  out  of  certain  atomic 
weapons  testing  programs,  and  for 
other  purposes. 

S.  2512 

At  the  request  of  Mr.  Hatch,  the 
names  of  the  Senator  from  South 
Carolina  [Mr.  Thurmond],  and  the 
Senator  from  Nebraska  [Mr.  Zorin- 
sky]  were  added  as  cosponsors  of  S. 
2512,  a  bill  to  amend  the  Federal  Food, 
Drug,  and  Cosmetic  Act,  the  Federal 
Meat  Inspection  Act,  and  Poultry 
Products  Inspection  Act,  and  the  Egg 


Products  Inspection  Act,  and  for  other 
purposes. 

S.  2536 

At  the  request  of  Mr.  Hatch,  the 
name  of  the  Senator  from  Iowa  [Mr. 
Grassley]  was  added  as  a  cosponsor  of 
S.  2536,  a  bill  to  provide  for  block 
grants  to  States  to  pay  for  the  costs  of 
immunosuppressive  drugs  for  organ 
transplant  patients. 

S.  2770 

At  the  request  of  Mr.  Cochran,  the 
name  of  the  Senator  from  Nebraska 
[Mr.  ExoN]  was  added  as  a  cosponsor 
of  S.  2770,  a  bill  to  amend  the  Farm 
Credit  Act  of  1971  to  provide  the  op- 
portunity for  competitive  interest 
rates  for  the  farmer,  rancher,  and  co- 
operative borrowers  of  the  Farm 
Credit  System,  and  for  other  purposes. 

S.  2771 

At  the  request  of  Mr.  Hatch,  the 
names  of  the  Senator  from  Nebraska 
[Mr.  ZoRiNSKY],  and  the  Senator  from 
Massachusetts  [Mr.  Kennedy]  were 
added  as  cosponsors  of  S.  2771,  a  bill 
to  require  the  Secretary  of  Health  and 
Human  Services  to  determine  the  ap- 
propriate regulatory  classification  of 
the  transitional  devices  of  the  Medical 
Device  Amendments  of  1976  to  the 
Food,  Drug,  and  Cosmetic  Act  and  for 
other  purposes. 

S.  2781 

At  the  request  of  Mr.  Evans,  the 
names  of  the  Senator  from  North 
Carolina  [Mr.  Broyhill],  the  Senator 
from  Ohio  [Mr.  Metzenbaum],  and  the 
Senator  from  Iowa  [Mr.  Harkin]  were 
added  as  cosponsors  of  S.  2781,  a  bill 
to  amend  the  Energy  Policy  and  Con- 
servation Act  with  respect  to  energy 
conservation  standards  for  appliances. 

S.  2794 

At  the  request  of  Mrs.  Kassebaum, 
the  name  of  the  Senator  from  Wyo- 
ming [Mr.  Wallop]  was  added  as  a  co- 
sponsor  of  S.  2794,  an  original  bill  to 
regulate  interstate  commerce  by  pro- 
viding for  uniform  standards  of  liabil- 
ity for  harm  arising  out  of  general 
aviation  accidents. 

SENATE  JOINT  RESOLUTION  339 

At  the  request  of  Mr.  Hatch,  the 
names  of  the  Senator  from  Vermont 
[Mr.  Leahy],  the  Senator  from  Arkan-' 
sas  [Mr.  Pryor],  the  Senator  from 
Wisconsin  [Mr.  Kasten],  the  Senator 
from  Hawaii  [Mr.  Matsunaga],  the 
Senator  from  California  [Mr. 
Wilson],  the  Senator  from  Ohio  [Mr. 
Glenn],  and  the  Senator  from  Penn- 
sylvania [Mr.  Heinz]  were  added  as  co- 
sponsors  of  Senate  Joint  Resolution 
339,  a  joint  resolution  to  designate  the 
week  of  November  30.  1986.  through 
December  6,  1986,  as  "National  Home 
Care  Week." 

SENATE  JOINT  RESOLUTION  396 

At  the  request  of  Mr.  Hatch,  the 
names  of  the  Senator  from  Missouri 
[Mr.  Eagleton],  the  Senator  from  Vir- 
ginia [Mr.  Trible],  the  Senator  from 
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Hawaii  [Mr.  Inouye],  the  Senator 
from  Pennsylvania  [Mr.  Specter],  the 
Senator  from  South  Dakota  [Mr. 
Abdnor],  the  Senator  from  North 
Dakota  [Mr.  Andrews],  the  Senator 
from  Maryland  [Mr.  Sarbanes],  the 
Senator  from  Mississippi  [Mr.  Sten- 
His],  the  Senator  from  Oklahoma  [Mr. 
Borsn],  the  Senator  from  Rhode 
Island  [Mr.  Pell],  the  Senator  from 
New  Jersey  [Mr.  Bradley],  the  Sena- 
tor from  West  Virginia  [Mr.  Rockefel- 
LXR],  the  Senator  from  Ohio  [Mr. 
OLBfN],  the  Senator  from  Indiana 
[Mr.  Quatle],  the  Senator  from  Cali- 
fornia [Mr.  Wilson],  the  Senator  from 
California  [Mr.  Cranston]  the  Sena- 
tor from  New  Jersey  [Mr.  Lauten- 
berc],  were  added  as  cosponsors  of 
Senate  Joint  Resolution  395,  a  joint 
resolution  to  designate  the  period  Oc- 
tober 1,  1986,  through  September  30, 
1987,  as  "National  Institutes  of  Health 
Centennial  Year." 

SEMATK  JOINT  RESOLUTION  396 

At  the  request  of  Mr.  Hatch,  the 
luunes  of  the  Senator  from  Virginia 
(Mr.  Trible],  the  Senator  from  South 
Carolina  [Mr.  Hollings],  the  Senator 
from  South  Dakota  [Mr.  Abdnor],  the 
Senator  from  Rhode  Island  [Mr. 
Pell],  the  Senator  from  Missouri  [Mr. 
Eagleton],  the  Senator  from  Ohio 
[Mr.  Glenn],  the  Senator  from  Hawaii 
[Bto.  Inouye],  the  Senator  from  Ver- 
mont [Mr.  Leahy],  the  Senator  from 
Virginia  [Mr.  Warner],  the  Senator 
from  Alaska  [Mr.  Murkowski],  the 
Senator  from  Indiana  [Mr.  Quayle], 
the  Senator  from  Maryland  [Mr.  Ma- 
THus],  and  the  Senator  from  Califor- 
nia [Mr.  Cranston],  were  added  as  co- 
sponsors  of  Senate  Joint  Resolution 
396,  a  joint  resolution  to  designate  the 
week  of  October  26.  1986,  through  No- 
vember 1,  1986,  as  "National  Adult  Im- 
munization Awareness  Week." 

SENATE  JOINT  RESOLUTION  401 

At  the  request  of  Mr.  Gore,  the 
name  of  the  Senator  from  Indiana 
[Mr.  LuGAR]  was  added  as  a  cosponsor 
of  Senate  Joint  Resolution  401,  a  joint 
resolution  to  designate  the  week  of 
October  12,  1986,  through  October  18. 
1986,  as  National  Job  Skills  Week." 

SENATE  JOINT  RESOLUTION  407 

At  the  request  of  Mr.  Chiles,  the 
name  of  the  Senator  from  Georgia 
[Mr.  Nunn]  was  added  as  a  cosponsor 
of  Senate  Joint  Resolution  407.  a  joint 
resolution  designating  November  12, 
1986,  as  "Salute  to  School  Volunteers 
Day." 

SENATE  JOINT  RESOLUTION  414 

At  the  request  of  Mr.  Packwood.  the 
names  of  the  Senator  from  Arizona 
[Mr.  Goldwater],  and  the  Senator 
from  Kentucky  [Mr.  McConnell] 
were  added  as  cosponsors  of  Senate 
Joint  Resolution  414,  a  joint  reisolu- 
tion  to  designate  March  16,  1987,  as 
"Freedom  of  Information  Day." 


SENATE  CONCURRENT  RESOLUTION  130 

At  the  request  of  Mr.  Hollings.  the 
names  of  the  Senator  from  Massachu- 
setts [Mr.  Kerry],  the  Senator  from 
Texas  [Mr.  Graum],  and  the  Senator 
from  Illinois  [Mr.  Simon]  were  added 
as  cosponsors  of  Senate  Concurrent 
Resolution  130,  a  concurrent  resolu- 
tion to  recognize  the  visit  by  the  de- 
scendants of  the  original  settlers  of 
Purrysburg,  SC.  to  Neufchatel,  Swit- 
zerland, in  October  of  1986  as  an  inter- 
national gesture  of  goodwill. 

SENATE  CONCURRENT  RESOLUTION  156 

At  the  request  of  Mr.  Cranston,  the 
name  of  the  Senator  from  Illinois  [Mr. 
Simon]  was  added  as  a  cosponsor  of 
Senate  Concurrent  Resolution  156.  a 
concurrent  resolution  expressing  the 
sense  of  Congress  concerning  the  need 
for  international  cooperative  efforts  to 
identify  the  individuals  exposed  to  ra- 
diation as  a  result  of  the  nuclear  acci- 
dent at  Chernobyl  in  the  Soviet  Union 
and  to  monitor  the  health  status  of 
those  individuals  so  as  to  increase,  for 
their  benefit  and  the  benefit  of  the 
citizens  of  the  United  States  and  of  all 
the  world's  peoples,  the  level  of  under- 
standing of  the  effects  of  exposure  to 
radiation. 

SENATE  CONCURRENT  RESOLUTION  160 

At  the  request  of  Mr.  Simon,  the 
name  of  the  Senator  from  Minnesota 
[Mr.  Durenberger]  was  added  as  a  co- 
sponsor  of  Senate  Concurrent  Resolu- 
tion 160.  a  concurrent  resolution  ex- 
pressing the  sense  of  the  Congress 
that  the  jamming  of  radio  broadcast- 
ing is  contrary  to  the  best  interests  of 
the  people  of  the  world  and  should  be 
terminated. 

SENATE  RESOLUTION  464 

At  the  request  of  Mr.  Roth,  the 
names  of  the  Senator  from  Alaska 
[Mr.  Murkowski],  the  Senator  from 
Idaho  [Mr.  McClure],  the  Senator 
from  Nevada  [Mr.  Laxalt],  the  Sena- 
tor from  South  Carolina  [Mr.  Hol- 
lings], the  Senator  from  Oregon  [Mr. 
Packwood],  and  the  Senator  from 
New  Jersey  [Mr.  Lautenberg]  were 
added  as  cosponsors  of  Senate  Resolu- 
tion 464,  a  resolution  to  designate  Oc- 
tober 1986  as  "Crack/Cocaine  Aware- 
ness Month." 


SENATE  CONCURRENT  RESOLU- 
TION 162-COMMEMORATING 
THE  lOOTH  ANNIVERSARY  OF 
THE  BIRTH  OF  DAVID  BEN- 
GURION 

Mr.  BOSCHWITZ  submitted  the  fol- 
lowing concurrent  resolution;  which 
was  referred  to  the  Committee  on  the 
Judiciary: 

S.  Con.  Res.  162 

Whereas  David  Ben-Gurion  is  a  man  of 
great  historical  importance,  not  only  to  the 
Jewish  people  but  to  all  people  striving  for 
freedom; 

Whereas  his  leadership  made  realizable 
the  ingathering  of  the  exiles  that  brought 
millions     of     homeless     Jews     scattered 
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throughout  the  world  to  Israel  where  they 
were  united  both  with  each  other  and  with 
their  ancient  homeland; 

Whereas  the  Declaration  of  Independence 
of  the  State  of  Israel,  a  milestone  in  the  life 
of  David  Ben-Gurion,  echoes  our  own  Decla- 
ration in  its  recognition  of  the  universal 
equality  of  man; 

Whereas  as  Israel's  first  Prime  Minister 
and  Minister  of  Defense,  Ben-Gurion  led 
the  newly  formed  State  through  its  most 
difficult  period,  directing  the  desperate  ef- 
forts to  secure  Israel's  survival  and  inde- 
pendence; 

Whereas  his  pragmatic  solutions  to  Isra- 
el's overwhelming  problems,  paralleled  with 
his  desire  to  create  a  society  based  on  jus- 
tice and  peace,  guided  the  fledgling  State 
and  formed  the  values  on  which  Israel  rests 
today  and  the  basis  for  what  Israel  strives 
for  in  the  future; 

Whereas  Ben-Gurion's  vision  of  the 
Greening  of  the  Desert  through  the  applica- 
tion of  science  and  technology  continues  to 
be  an  important  aspect  of  Israel,  as  well  as  a 
factor  that  can  help  solve  food  production 
problems  in  arid  regions  all  over  the  world; 

Whereas  this  year  marks  the  hundredth 
anniversary  of  the  birth  of  David  Ben- 
Gurion.  leader  of  his  people  for  two  genera- 
tions; 

Whereas  the  United  States  and  Israel 
share  many  of  the  same  fundamental  values 
of  democracy  and  freedom,  and  a  common 
history  of  accepting  immigrants  from  all 
over  the  globe:  Now,  therefore,  be  it 

Resolved  by  the  Senate  (the  House  of  Rep- 
resentatives concurring).  That  the  Congress 
of  the  United  States,  in  this  the  centennial 
of  David  Ben-Gurion's  birth,  joins  in  the 
celebration  of  this  great  statesman,  urges  all 
Americans  to  take  note  of  this  commemora- 
tion, and  applauds  The  David  Ben-Gurion 
Centennial  Committee  of  the  United  States 
of  America  in  its  work  promoting  the  year- 
long national  celebration  of  David  Ben- 
Gurion  and  his  achievements. 

Be  it  further  resolved  that  Congress  urges 
the  President  of  the  United  States  to  issue  a 
proclamation  in  honor  of  this  celebration. 

•  Mr.  BOSCHWITZ.  Mr.  President, 
October  16,  1986  marks  the  100th  an- 
niversary of  the  birth  of  David  Yosef 
Gryn,  who  came  to  be  known  to  the 
world  as  David  Ben-Gurion.  Ben-Gur- 
ion's centennial  is  so  important  be- 
cause of  his  role  in  the  creation  of  the 
modem  state  of  Israel,  his  ability  to 
organize  a  communal  infrastructure 
where  none  existed  and  to  mobilize 
the  resources  and  imagination  of  a 
downtrodden  people.  We  celebrate  a 
man  whose  being  has  touched  mil- 
lions, whose  image  is  burned  into  the 
history  of  humankind's  universal 
struggle  for  freedom. 

Ben-Gurion,  as  his  name  suggests, 
was  one  of  the  lions  of  the  20th  centu- 
ry. His  memory  is  tied  up  in  the  life 
and  pulse  of  the  very  fabric  of  what 
has  become  modem  Israel.  At  the 
same  time,  his  dream  and  strength  re- 
flect the  visions  of  ancient  Israel. 

Ben-Gurion  centennial  celebrations 
are  being  held  not  only  in  Israel  but  all 
over  the  world.  Recognizing  the  spe- 
cial relationship  between  the  United 
States  and  the  state  of  Israel,  and  the 
affection  Ben-Gurion  felt  for  America, 
I  take  great  pride  in  submitting  a  con- 
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SENATE  CONCURRENT  RESOLU- 
TION 163-RELATIVE  TO  A  RE- 
DUCTION IN  THE  NUMBER  OF 
SOVIET  DIPLOMATS  IN  THE 
UNITED  STATES 

Mr.  DeCONCINI  submitted  the  fol- 
lowing concurrent  resolution;  which 
was  referred  to  the  Committee  on  For- 
eign Relations: 

S.  Con.  Rfs.  163 
Whereas  Gennady  Zakharov,  a  Soviet  em- 
ployee of  a  United  Nations  agency,  was  ar- 
rested on  an  act  of  espionage  in  New  York 
by  the  Federal  Bureau  of  Investigation  on 
August  23,  1986; 

Whereas  Nicholas  Daniloff,  an  American 
journalist  for  "U.S.  News  and  World 
Report"  In  Moscow,  was  subsequently  ar- 
rested by  Soviet  authorities  on  August  30, 
1986,  and  accused  of  spying; 

Whereas  Mr.  Daniloff 's  detention  appears 
to  be  in  retaliation  for  the  Zakharov  arrest 
and  both  individuals  have  been  subsequent- 
ly released  on  similar  terms  to  their  respec- 
tive embassies  in  Moscow  and  New  York; 

Whereas  this  equation  of  an  apparently 
innocent  American  journalist  with  a  Soviet 
citizen  accused  of  caculatedly  obtaining 
American  defense  and  military  secrets  dam- 
pens the  spirit,  and  hinders  the  progress,  of 
the  ujxjoming  meeting  between  Secretary  of 
State  George  P.  Shultz  and  Soviet  Foreign 
Minister  Eduard  A.  Shevardnadze; 

Whereas  continued  impasse  on  this  criti- 
cal issue  threatens  potential  progress  in 
such  areas  as  summitry,  arms  control,  and 
economic  and  cultural  exchanges; 

Whereas  the  total  number  of  Soviet  diplo- 
matic agents  in  Washington,  D.C..  and 
Soviet  consular  officers  in  San  Francisco  is 
313,  yet  the  total  number  of  American  diplo- 
matic agents  in  Moscow  and  American  con- 
sular officers  in  Leningrad  is  only  249;  and 
Whereas  sending  a  strong  signal  to  the 
Kremlin  regarding  United  States  sentiment 
on  this  issue  is  important  to  the  American 
people:  Now,  therefore,  be  it 

Resolved  by  the  Senate  (the  House  of  Rep- 
resentatives concurring).  That  it  is  the 
sense  of  the  Congress  that  the  total  number 
of  Soviet  diplomatic  agents  at  the  Soviet 
diplomatic  mission  in  Washington,  D.C.,  and 
Soviet  consular  officers  at  the  Soviet  consul- 
ate in  San  Francisco  should  be  reduced  to 
equal  the  total  number  of  American  diplo- 
matic agents  at  the  United  States  diplomat- 
ic mission  in  Moscow  and  American  consular 
officers  at  the  United  States  consular  post 
in  Leningrad. 

Sec.  2.  The  Secretary  of  the  Senate  shall 
transmit  a  copy  of  this  concurrent  resolu- 
tion to  the  President. 

Mr.  DeCONCINI.  Mr.  President,  it 
has  been  almost  3  weeks  since  the 
clumsy  arrest  of  an  American  journal- 
ist in  Moscow.  The  Soviets  have  subse- 
quently attempted  to  link  Mr.  Nicho- 
las Daniloff  with  Mr.  Zakharov,  who 
was  arrested  on  August  23,  1986,  and 
subsequently  indicted  on  three  counts 
of  espionage.  I  would  like  to  strongly 
encourage  the  Soviets,  in  no  uncertain 
terms,  that  continuing  to  connect 
these  two  cases  seriously  erodes  Amer- 
ican public  and  congressional  support 


for  improving  United  States-Soviet  re- 
lations on  all  issues.  This  is  a  direct 
insult  to  the  world's  sense  of  fairness, 
justice,  and  free  press. 

Currently,  Mr.  Daniloff  and  Mr. 
Zakharov  have  been  released  under 
similar  conditions  to  their  respective 
embassies.  Mr.  Daniloff  is  a  prisoner 
in  Moscow.  Mr.  Daniloff's  ordeal  is  an 
outrage.  Mr.  Daniloff  is  a  victim  of 
Soviet  tactics  employing  brute  force  to 
achieve  their  objectives.  This  is  not  ac- 
ceptable and  cannot  be  tolerated. 

Americans  have  experienced  diffi- 
cult times  lately  with  terrorism  and 
hostage  situations.  All  of  America 
grieves  when  one  of  its  members  is 
taken  hostage.  You  recall,  Mr.  Presi- 
dent, when  every  State  united  in  send- 
ing a  message  to  our  captured  hos- 
tages in  Iran  with  yellow  ribbons.  We 
consoled  each  other  when  Mr.  Kling- 
hoffer  was  killed  on  the  Achille  Lauro 
and  more  recently  when  two  more 
Americans  were  kidnaped  in  Beirut. 
Now,  Mr.  Daniloff  is  captured  and 
stranded  in  Moscow.  A  whole  society 
anguishes  when  one  of  its  members  is 
taken  hostage.  We  have  moved  from 
Iran,  to  Beirut,  to  Moscow. 

Mr.  Haynes  Johnson,  a  reporter  for 
the  Washington  Post,  and  I  imagine,  a 
friend  of  Mr.  Daniloff,  recently  wrote: 

Nicholas  Daniloff  is  their  [the  Russians] 
latest  victim.  He  is,  in  fact,  an  American 
hostage.  In  a  symbolic  and  real  sense,  every 
American  will  be  imprisoned  until  he  is 
freed. 

President  Reagan  has  called  the 
Soviet  detention  of  Mr.  Daniloff  an 
outragie  and  reiterated  warnings  that 
this  episode  is  endangering  United 
States-Soviet  relations.  I  am  certain 
the  President  is  attempting  to  secure 
his  release.  I  have  carefully  debated 
whether  Congress  should  act  in  this 
matter,  or  allow  the  President  to 
pursue  his  own  efforts  through  open 
and  private  channels.  I  have  an- 
guished with  the  American  public 
since  August  30.  While  there  are  nu- 
merous options,  many  much  stronger 
than  others,  some  type  of  signal  must 
be  sent  to  the  Kremlin.  The  signal 
must  not  waiver  in  its  resolve.  It 
should  address  the  Americans  disgust 
and  frustration  yet  apply  firm  pres- 
sure. Realistically,  it  should  be  a  goal 
that  is  achieved  on  its  own  merits. 
Ideally,  it  will  convey  the  American 
people's  resolve  to  address  this  prob- 
lem. Politically,  it  should  convey  to 
the  Soviets  that  Americans  caimot  be 
bargained  or  traded. 

The  resolution  that  I  am  introducing 
is  fair,  simple,  and  direct.  It  clearly 
states  that  the  Soviets  should  have 
the  same  number  of  diplomats  in  their 
embassy  in  Washington  and  consulate 
in  San  Francisco  as  we  have  American 
diplomats  in  Moscow  and  Leningrad. 
This  is  simple  parity.  Currently,  the 
Soviets  have  274  diplomats  in  Wash- 
ington and  39  in  San  Francisco,  for  a 
total  of  313.  The  United  States  has  221 


diplomats  in  Moscow  and  28  in  Lennin- 
grad,  for  a  total  of  249.  Therefore,  the 
Soviets  should  reduce  their  presence 
in  the  United  States  by  64  diplomats. 
Additionally,  curtailing  the  number  of 
diplomats  will  hurt  their  future  ability 
to  spy. 

There  are  many  more  severe  and 
draconian  actions  which  the  United 
States  could  initiate.  This  resolution 
seems  fair  in  principle  and  even  in  its 
tone.  Two  of  my  colleagues.  Senators 
Leahy  and  Cohen,  have  introduced 
legislation  addressing  this  parity  prob- 
lem with  the  Soviet  mission  at  the 
United  Nations.  This  was  before  the 
Daniloff  incident.  My  resolution 
should  send  a  clear  signal  to  the 
Kremlin,  yet  hopefully  will  not  touch 
off  a  round  of  retaliation. 

The  message  here  should  be  clear. 
The  United  States  will  not  deal  with 
exchanging  spies  for  innocent  hos- 
tages. There  is  a  great  deal  at  stake  in 
United  States-Soviet  relations,  but  the 
summitry  has  little  point  if  America  is 
held  hostage. 


AMENDMENTS  SUBMITTED 


DEPARTMENTS  OF  COMMERCE, 
JUSTICE,  AND  STATE,  THE  JU- 
DICIARY, AND  RELATED  AGEN- 
CIES APPROPRIATIONS,  1987 


WALLOP  AMENDMENTS  NOS.  2845 
THROUGH  2849 

(Ordered  to  lie  on  the  table.) 
Mr.  WALLOP  submitted  five  amend- 
ments intended  to  be  proposed  by  him 
to  the  bill  (H.R.  5161)  making  appro- 
priations for  the  Departments  of  Com- 
merce, Justice,  and  State,  the  Judici- 
ary, and  related  agencies  for  the  fiscal 
year  ending  September  30,  1987,  and 
for  other  purposes:  as  follows: 
Amendment  No.  2845 
Provided,  That  none  of  the  funds  appro- 
priated for  the  Legal  Services  Corporation 
shall  be  used  to  support  any  recipient  that 
fails  to  ensure  that  its  officers  and  employ- 
ees do  not— 

(a)  Intentionally  identify  the  Corporation 
or  its  recipients  with  any  partisan  or  non- 
partisan political  activity  associated  with  a 
political  party  or  association,  or  the  cam- 
paign of  any  candidate  for  public  or  party 
office. 

(b)  Engage  in  activities  that  are  prohibit- 
ed to  employees  in  an  Executive  agency  or 
in  the  competitive  services  by  sections  7321. 
7322.  7323.  7324.  7325.  7326,  and  7327  of  title 
5.  United  States  Code,  or  by  the  regulations 
promulgated  thereunder. 

Amendment  No.  2846 
Provided,  That  none  of  the  funds  appro- 
priated for  the  Legal  Services  Corporation 
shall  be  used  to  solicit  clients  for  purposes 
of  pursuing  litigation  against  owner  land- 
lords. "Solicitation"  means  entering  the 
premises  of  an  apartment  or  other  housing 
facility  without  an  invitation  from  the 
tenant. 
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AMKNSitEirr  No.  2847 
Provided,  That  none  of  the  funds  appro- 
priated in  this  Act  for  the  Legal  Services 
Corporation  shall  be  used  for  the  purchase 
of  real  estate  unless  the  Board  by  a  two- 
thirds  vote  of  the  members  approves  of  such 
a  purchase. 

AMKNDifxirr  No.  2848 
Provided,  That  none  of  the  funds  appro- 
priated in  this  Act  for  the  Legal  Services 
Corporation  shall  be  used— 

(1)  To  provide,  or  to  support  in  whole  or 
in  part,  any  legal  assistance  or  legal  activity 
of  any  attorney  with  respect  to  any  proceed- 
ing or  litigation  relating  to  nuclear  power: 

(2)  To  support  in  whole  or  in  part,  or  to 
distribute  or  disseminate  in  any  manner  any 
legal  research  or  publications  on  legal  theo- 
ries, strategy  or  legislation  in  connection 
with  nuclear  power;  Except  that  nothing  in 
this  paragraph  shall  prohibit  an  attorney 
from  informing  an  eligible  client  upon  re- 
quest of  the  client's  legal  rights  or  responsi- 
bilities. 

Amendment  No.  2849 
Provided,  That  none  of  the  funds  appro- 
priated in  this  Act  for  the  Legal  Services 
Corporation  shall  be  used  to  employ  or  com- 
pensate any  person  who,  within  a  period  not 
to  exceed  two  years  after  serving  as  an  offi- 
cer or  employee  of  the  Corporation  or  of 
any  recipient,  has  participated  personally 
and  substantially  through  decision,  approv- 
al, disapproval,  recommendation,  the  fur- 
nishing of  advice,  investigation,  or  other- 
wise, in  a  matter  involving  the  application 
for,  or  the  approval  of  funding  to,  any  recip- 
ient. 

•  Mr.  WALLOP.  Mr.  President.  I  have 
submitted  five  amendments  to  clarify 
the  funding  for  the  Legal  Services 
Corporation,  which  is  included  in  H.R. 
5161,  the  appropriations  bill  for  State, 
Justice,  Commerce,  and  related  agen- 
cies. The  amendments  basically  en- 
dorse current  administrative  practices 
to  clean  up  the  operation  of  the  Legal 
Services  Corporation.  For  years,  the 
Legal  Services  Corporation  had  been 
abused  as  an  ideologically  oriented 
lobbying  group.  The  administration  of 
this  Federal  agency  under  President 
Reagan  has  put  an  end  to  this  abuse. 
Unfortunately,  the  current  appropria- 
tions bill  would  frustrate  many  of 
these  reforms.  The  amendments  I 
have  introduced  prohibit  funds  being 
used  to  return  us  to  past  abiises. 

There  is  a  definite  need  for  legal 
services.  In  my  own  State  of  Wyoming, 
the  program  has  been  effectively  di- 
rected to  assisting  clients  with  their 
legal  problems.  Unlilce  many  other 
areas  of  the  country,  the  Wyoming 
program  has  not  been  an  advocacy 
group,  but  rather  has  provided  real 
and  necessary  legal  services. 

The  major  problem  in  my  State  has 
been  fimding.  The  amendments  I  am 
introducing  will  ensure  that  our  limit- 
ed funding  for  this  program  is  proper- 
ly used.  I  would  like  to  briefly  explain 
the  amendments. 

The  first  amendment  is  the  conflict 
of  interest  amendment.  The  purpose 
of  this  amendment  is  to  prevent  the 
kind  of  abuses  that  occurred  in  1981 


when  three  employees  of  the  Corpora- 
tion later  became  employees  of  a  recip- 
ient. As  you  Icnow,  in  that  year  the  di- 
rector of  LAS'  Office  of  Field  Services 
transferred  the  money  in  the  LSC 
technical  assistance  fund  to  the  Na- 
tional Legal  Aid  and  Defender  Associa- 
tion [NLADA].  This  transfer  was  of 
over  $2  million,  even  though  NLADA 
had  earlier  justified  a  grant  of  only 
$50,000.  Not  long  afterward,  the  LSC 
field  services  director  became  the  exec- 
utive director  at  NLADA  and  his 
deputy  became  a  consultant  there. 
Ironically,  when  such  a  transfer  to 
NLADA  was  proposed  in  1978,  an  earli- 
er field  services  deputy  had  referred  to 
it  as  a  "money  grabbing"  proposal.  Yet 
after  the  transfer  finally  went 
through  3  years  later,  this  same  gen- 
tleman showed  up  on  NLADA's  Board 
of  Directors. 

This  amendment  would  prevent  such 
future  occurrences  by  placing  a  rea- 
sonable 1-year  restriction  on  Legal 
Services  Corporation  employees  so 
that  during  that  time  they  could  not 
begin  working  for  a  recipient  with 
whom  they  were  involved  in  the  fimd- 
ing process. 

This  is  the  same  restriction  which 
this  Congress  has  wisely  placed  on  em- 
ployees of  the  executive  branch  and 
Federal  Government  agencies. 

Clearly,  recipients  should  be  funded 
on  the  basis  of  need  and  not  on  the 
promise  of  personal  financial  gain. 
Such  a  system  does  not  help  poor  per- 
sons get  legal  representation,  it  just 
helps  nonpoor  ones  get  a  lot  richer.  At 
the  very  least,  the  appearance  of  im- 
propriety is  created  when  those  re- 
sponsible for  the  funding  of  another 
become  employees  of  the  other  shortly 
thereafter.  A  1-year  waiting  period 
should  be  sufficient  to  remove  any  ap- 
pearance of  impropriety— and  restore 
some  badly  needed  respectability  to 
the  Legal  Services  Corporation. 

The  second  amendment  involves 
tenant  solicitation.  This  amendment 
would  serve  to  prevent  the  solicitation 
of  tenant  clients  by  Legal  Services  at- 
torneys. As  you  know,  tantamount 
among  the  abuses  of  some  Legal  Serv- 
ices attorneys,  abuses  that  tarnish  the 
fine  work  done  by  others,  are  those 
against  landlords.  Landlords  who  have 
conunitted  no  sin  other  than  that  of 
renting  to  persons  eligible  for  legal  aid 
are  finding  themselves  targeted  for 
virtual  bankruptcy  by  Legal  Services 
lawyers. 

The  list  of  such  abuses  is  legion.  One 
landlady  in  New  York  City  incurred 
$57,000  in  expenses  to  evict  a  tenant 
from  his  $9,850  a  month  apartment. 
The  landlady  offered  him  no  less  than 
$12,000  to  move  out,  but  the  tenant's 
Legal  Services  attorney  refused  to 
settle  for  anything  less  than  $75,000. 
Another  woman  in  that  city  has  seen 
almost  her  entire  life  savings  of 
$30,000  eaten  up  in  litigation  fees  by 
Legal  Services  attorneys  who  get  their 


fees  from  the  U.S.  Government  and 
the  taxpayers.  In  California,  a  woman 
leased  her  building  to  be  used  to  pro- 
vide medical  services  for  poor  people. 
After  a  year  and  a  half,  no  medical 
service  had  been  provided  for  anyone. 
It  transpired  that  the  facility  was  only 
being  used  to  milk  off  grants  from  the 
State,  which  grants  then  went  back 
into  the  operators'  pockets.  So  the 
owner  took  the  building  back,  as  the 
lease  allowed  imder  such  circum- 
stances. Despite  the  legality  of  their 
action.  Legal  Services  slapped  a  law- 
suit on  her  and  by  the  time  the  litiga- 
tion ended  this  poor  landlady  had 
become  just  that,  poor. 

The  third  amendment  involves  polit- 
ical activity.  My  amendment  is  taken 
from  the  authorization  bill  offered  by 
the  chairman  of  the  Appropriations 
Committee.  I'm  sure  he  won't  have 
any  problem  with  it.  The  amendment 
would  prohibit  all  the  officers  and  em- 
ployees of  a  recipient  from  engaging  in 
activities  prohibited  under  the  so- 
called  big  Hatch  Act— 5  U.S.C.  7321- 
7327.  Currently  staff  attorneys,  but 
not  other  recipient  employees,  are  sub- 
ject to  the  restrictions  set  forth  in  the 
little  Hatch  Act— 5  U.S.C.  1502(a).  The 
little  Hatch  Act  is  narrow  in  scope  and 
only  prevents  staff  attorneys  from 
being  candidates  for  elective  office— 5 
U.S.C.  1502(a)(3)— and  from  using 
their  political  authority  to  affect  the 
result  of  an  election.  As  a  result  recipi- 
ent employees  have  aunple  opportunity 
to  use  their  position  to  influence  the 
local  democratic  process  unfairly. 

The  big  Hatch  Act  would  apply  the 
same  restrictions  to  recipients  that  the 
little  Hatch  does.  In  addition  it  would 
prohibit  recipient  employees  from 
taking  an  active  part  in  political  man- 
agement or  political  campaigns.  Under 
the  regulations  promulgated  pursuant 
to  the  big  Hatch  Act,  recipient  em- 
ployees would  be  expressly  prohibited 
from  serving  as  officers  of  political 
parties:  members  of  national.  State,  or 
local  committees  of  political  parties; 
officers  or  members  of  conunittees  of 
political  clubs;  or  from  being  candi- 
dates for  any  of  these  positions— 5 
CFR  733.122  (b)(1).  The  big  Hatch  Act 
would  prohibit  recipient  employees 
from  using  their  official  authority  to 
coerce  the  political  action  of  a  person 
or  body— 5  U.S.C.  7322.  Under  the  reg- 
ulations promulgated  pursuant  to  the 
little  Hatch  Act,  however,  recipient 
employees  may  engage  in  all  of  these 
activities— 5  CFR  151.122(f). 

We  don't  want  Legal  Services  attor- 
neys or  employees  managing  election 
campaigns.  We  don't  want  them  serv- 
ing on  the  platform  or  rules  commit- 
tees of  either  the  Republican  or 
Democratic  Parties.  The  big  Hatch  Act 
ought  to  apply  to  them. 

The  fourth  amendment  involves  real 
property. 
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Corporation  grantees  have  acquired 
over  $15  million  In  total  real  property, 
some  of  which  were  purchased  con- 
trary to  Corporation  requirements. 
For  example,  a  grantee  in  North  Caro- 
lina spent  over  $140,000  to  refurbish 
property  without  prior  Corporation 
approval.  Similarly,  another  grantee 
in  Birmingham,  AL,  purchased  a  build- 
ing without  LSC  approval;  the  cost 
thus  far  has  been  more  than  $500,000 
and  another  $300,000  is  expected  to  be 
Incurred. 

As  a  matter  of  policy,  and  especially 
during  these  times  of  dwindling  re- 
sources, fvinds  should  be  spent  on  legal 
services  for  the  poor  and  not  on  land 
for  lawyers.  Although  there  are  excep- 
tions to  this  general  rule,  real  estate 
purchases  should,  at  the  very  least,  re- 
ceive strict  scrutiny  from  higher  au- 
thority; that  is,  the  Board. 

Moreover,  there  are  two  practical 
problems  in  the  purchase  of  real 
estate  by  a  grantee.  First,  it  is  unclear 
whether  the  Corporation  can  always 
retain  full  interest  in  property  owned 
by  a  local  program  if  that  program  is 
defunded,  becomes  bankrupt  or  is  dis- 
banded. Agency  principles  do  not,  as  a 
general  rule,  apply  to  the  LSC. 
Second,  in  the  event  of  emergency,  a 
local  program  will  not  likely  be  able  to 
obtain  its  funds  quickly  due  to  the 
nonliquid  nature  of  real  property.  The 
capital  assets  of  a  Legal  Services  pro- 
gram should  be  readily  available  for 
conversion,  not  tied  up  in  a  manner 
likely  to  be  inimical  to  the  program 
itself.* 


Building,  on  Tuesday,  September  23, 
1986,  at  9:30  a.m..  to  hold  hearings. 

The  committee  will  be  receiving  tes- 
timony on  Senate  Joint  Resolution 
268,  providing  for  the  reappointment 
of  Murray  Gell-Mann  as  a  citizen 
regent  to  the  Smithsonian  Board  of 
Regents. 

The  committee  will  also  continue 
the  oversight  hearing  begun  on  July 
30,  1986,  on  the  operations  and  func- 
tions of  the  Office  of  the  Sergeant  at 
Arms  of  the  Senate. 

For  further  information  regarding 
this  hearing,  please  contact  Carole 
Blessington  of  the  Rules  Committee 
staff  on  X40278. 
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NOTICES  OF  HEARINGS 

SELECT  COMMITTEE  ON  INDIAN  AFFAIRS 

Mr.  ANDREWS.  Mr.  President.  I 
would  like  to  announce  for  the  infor- 
mation of  the  public  that  the  Select 
Committee  on  Indian  Affairs  will  be 
holding  an  oversight  hearing  on  Tues- 
day, September  23,  1986,  at  10  a.m.,  in 
Senate  Russell  385  on  the  Indian 
Trust  Fund  and  the  Treasury  Depart- 
ment's request  for  proposal  regarding 
the  fund,  and  for  other  purposes. 

Those  wishing  additional  informa- 
tion should  contact  John  Vance  of  the 
committee  at  224-2251. 

PERMANENT  SOBCOMMITTEE  ON  INVESTIGATIOHS 

Mr.  ROTH.  Mr.  President,  the  Per- 
manent Subcommittee  on  Investiga- 
tions of  the  Committee  on  Govern- 
mental Affairs,  will  hold  a  hearing  on 
emerging  criminal  groups— Asian. 

The  hearing  will  be  held  on  Wednes- 
day, September  24,  1986  at  9:30  a.m.  in 
Senate  Dirksen  342.  For  further  infor- 
mation please  contact  Daniel  F.  Rinzel 
or  Cynthia  Christfield  of  the  subcom- 
mittee staff  at  224-3721. 

COMMITTEE  ON  RULES  AND  ADMINISTRATION 

Mr.  MATHIAS.  Mr.  President,  I 
wish  to  announce  that  the  Committee 
on  Rules  and  Administration  will  meet 
in    SR-301.    RusseU    Senate    Office 


AUTHORITY  FOR  COMMITTEES 
TO  MEET 

COMMITTEE  ON  FINANCE 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Finance  be  authorized  to  meet 
during  the  session  of  the  Senate  on 
Thursday,  September  18,  until  12:30 
p.m..  to  hold  a  markup  on  pending  leg- 
islative business  and  executive  nomi- 
nations. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

SUBCOMMITTEE  ON  CIVIL  SERVICE 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Subcom- 
mittee on  Civil  Service  of  the  Commit- 
tee on  Governmental  Affairs  be  au- 
thorized to  meet  during  the  session  of 
the  Senate  on  Thursday,  September 
18,  to  conduct  a  hearing  on  the  follow- 
ing civil  service  retirement  credit  legis- 
lation: S.  2734.  S.  1800,  and  H.R.  3006. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

COMMITTEE  ON  ENERGY  AND  NATURAL 
RESOURCES 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Energy  and  Natural  Resources 
be  authorized  to  meet  during  the  ses- 
sion of  the  Senate  on  Thursday,  Sep- 
tember 18,  to  hold  an  oversight  hear- 
ing on  the  domestic  and  international 
petroleum  situation. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ADDITIONAL  STATEMENTS 


CALL  TO  CONSCIENCE  ON 
BEHALF  OF  THE  MANEVICH 
AND  KARLIN  FAMILIES 
•  Mr.  BRADLEY.  Mr.  President,  I  rise 
today  as  part  of  the  Congressional 
Call  to  Conscience  Vigil  which  has  for 
the  last  10  years  focused  attention  on 
a  travesty  of  freedom,  justice,  and  dig- 
nity: The  Soviet  Union's  denial  of  reli- 
gious freedom  and  emigration  to 
Soviet  Jews. 

Ironically,  the  Congressional  Call  to 
Conscience  began  shortly  after  the 
Soviet    Union    committed    itself    to 


uphold  internationally  recognized 
standards  of  human  rights  and  free- 
doms. There  was  reason  for  optimism 
following  the  acceptance  of  the  Hel- 
sinki accords  as  Soviet  restrictions  on 
emigration  eased  during  the  years 
1976-79.  But  a  precipitous  decline  in 
exit  visas  in  the  1980's  reversed  this 
trend.  At  the  apex  in  1979.  the  Soviets 
granted  51,320  exit  visas  to  Soviet 
Jews,  but  by  1985  the  number  had 
dropped  to  1.140.  Equally  distressing 
are  the  anti-Semitic  sanctions  to 
which  Jews  remaining  in  the  U.S.S.R. 
are  subject.  Indeed,  their  strength  and 
perseverance  testifies  to  the  overriding 
desire  for  men  and  women  to  be  free. 
I  would  like  to  speak  in  particular 
about  the  David  Karlin  and  Vjaches- 
lav  Manevich  families  of  Leningrad, 
which  have  been  adopted  by  Temple 
Emanu-el  of  West  E^ex  in  Livingston, 
NJ.  Both  are  directly  related  to  Mik- 
hail Manevich,  the  cantor  at  Temple 
Emanu-el,  and  his  wife,  Ema.  Their 
cases  typify  the  plight  of  the  400,000 
Soviet  Jews  awaiting  permission  to 
emigrate. 

The  David  Karlin  family  of  Lenin- 
grad was  first  refused  exit  visas  in 
1976  on  the  false  grounds  that  Mr. 
Karlin  knew  state  secrets.  The  family 
has  been  applying  for  the  last  10 
years,  but  have  been  repeatedly 
denied.  In  1978,  the  Karlins  submitted 
an  American  invitation  sent  directly 
from  their  son,  a  U.S.  citizen,  but  were 
refused  and  told  never  to  apply  for  an 
exit  visa  with  an  invitation  from  the 
United  States.  Officials  then  ignored 
them  when  they  sought  an  appoint- 
ment to  receive  an  explanation. 

Mr.  Karlin  was  dismissed  from  his 
job  as  a  financial  administrator  of  a 
Leningrad  electronics  company  in  1974 
when  his  brother  applied  for  an  exit 
visa.  He  was  unemployed  for  6  months, 
finally  finding  a  job  as  a  law  teacher 
at  a  school  for  professional  truck  driv- 
ers. This  job  ended  when  the  Soviets 
told  him  he  couldn't  teach  Soviet  stu- 
dents if  he  had  applied  to  emigrate. 
He  was  then  unemployed  for  2  years, 
until  he  found  a  job  working  for  the 
State  insurance  agency.  Although  in 
1978  Mr.  Karlin  was  told  that  he 
would  be  cleared  of  all  the  secrets  In  5 
years,  the  Karlins  were  again  refused 
exit  visas  in  January  1986. 

Vjacheslav,  Inna,  and  Ilja  Manevich 
have  applied  to  emigrate  since  1980. 
The  Soviet  Government  most  recently 
refused  to  grant  them  exit  visas  in 
February  1986.  They  were  told  that 
because  Inna's  parents  do  not  wish  to 
emigrate,  their  family  would  be  re- 
quired to  stay  in  the  Soviet  Union. 
The  irony  here  is  that  all  of  the  Mane- 
vich family,  with  the  exception  of 
those  just  mentioned,  now  live  in  the 
West.  After  their  first  application, 
Vjacheslav  lost  his  position  as  an  engi- 
neer, and  now  works  in  a  low-paying 
nonprofessional  capacity. 
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Mr.  President,  as  we  in  the  West 
enjoy  religious  and  political  freedom, 
we  must  not  forget  the  ongoing  strug- 
gle of  those  who  are  categorically 
denied  the  basic  right  to  live  where 
they  choose.  While  the  number  of 
Jewish  refuseniks  rises,  we  must  also 
continue  to  raise  our  voices  for  those 
whose  pleas  repeatedly  fall  on  unsym- 
pathetic ears.  And  today,  I  call  upon 
the  Soviet  Government  to  hear  the 
pleas  of  the  Karlin  and  Manevich  fam- 
ilies, and  to  grant  their  exit  visas 
promptly.* 


LIABILITY  THREAT  SLOWS 
PROGRESS  OF  MEDICAL  TECH- 
NOLOGY 

•  Mr.  BROYHILL.  Mr.  President,  I 
call  the  attention  of  my  colleagues  to 
an  article  entitled  "Liability  Threat 
Slows  Progress  of  Medical  Technolo- 
gy," which  appeared  recently  in  the 
Charlotte  Observer.  The  article's 
author  is  Prank  E.  Samuel,  Jr.,  presi- 
dent of  the  Health  Industry  Manufac- 
turers Association. 

We  in  the  Senate  have  been  wres- 
tling with  the  problem  of  product  li- 
ability for  some  time  now,  and  I  think 
this  article  sheds  light  on  what  the  li- 
ability crisis  is  costing  all  of  us  in 
terms  of  medical  progress.  The  fact  is, 
as  Mr.  Samuel  points  out.  it  may  be 
quietly  reshaping  medical  innovation 
which  will  affect  each  one  of  us.  As  we 
continue  an  examination  of  the  prod- 
uct liability  problem,  I  hope  we  will 
keep  Mr.  Samuel's  point  of  view  in 
mind. 

I  respectfully  request  that  it  be  in- 
cluded in  the  Congressional  Record. 

The  article  follows: 
Liability  Threat  Slows  Progress  of 
Medical  Technology 
(By  Prank  E.  Samuel,  Jr.) 

Washington.— Suppose  you  developed  a 
technology  that  could  dramatically  improve 
the  survival  rate  from  an  otherwise  deadly 
disease.  The  venture  capital  would  undoubt- 
edly roll  in,  and  your  product  would  give  pa- 
tients a  better  life  and  you  a  chunk  of  the 
American  dream.  Right? 

Think  again.  Lawsuits  from  families  of 
those  the  technology  couldn't  save  may  very 
well  keep  you  out  of  business— even  if  your 
product  isn't  shown  to  cause  an  injury.  If 
product  liability  reforms  aren't  enacted  by 
Congress  ^d  the  states,  this  problem  could 
threaten  the  quality  of  U.S.  health  care. 

Medical  Innovation  may  be  the  most  im- 
portant, but  least  known,  victim  of  the  law- 
suit mania  sweeping  the  country. 

While  insurers  and  lawyers  lob  charges 
back  and  forth  about  who's  to  blame  in  the 
liability  crisis,  a  threat  to  the  next  genera- 
tion of  life-saving  technology— hence  to  con- 
sumers—goes unnoticed. 

The  reason?  The  effects  of  "defensive  in- 
novation" don't  show  up  right  away.  That's 
what  happens  when  companies  spend  re- 
search dollars  not  in  advancing  medical  sci- 
ence, but  in  covering  their  flank  from  the 
risk  of  lawsuits. 

When  a  public  swimming  pool  takes  down 
a  diving  board  to  avoid  liability  or  a  public 
park  bans  sledding,  the  public  knows  about 


it.  But  a  shift  in  scientific  innovation  is 
tough  to  spot.  The  public  may  never  know 
that  a  medical  break-through  died  on  the 
drawing  board  because  liability  risk  made  it 
unprofitable. 

This  is  not  just  a  hypothetical  problem. 
Companies  that  should  be  pushing  forward 
the  capabilities  of  medical  technologies  are 
instead  dropping  entire  product  lines  to 
avoid  multimillion  dollar  lawsuits  and  sky- 
rocketing insurance  rates.  Only  one  compa- 
ny now  makes  measles,  mumps  and  rubella 
vaccine;  only  two  make  anesthesia  gas  ma- 
chines and  only  four  (two  of  which  are  for- 
eign) make  infant  ventilators— devices  that 
help  critically  ill  babies  breathe.  Beyond 
that,  companies  are  exiting  the  contracep- 
tive products  market  because  of  the  fear  of 
liability  suits,  thereby  narrowing  consumer 
choice  in  birth  control. 

A  leading  manufacturer  of  critical-care 
equipment  dropped  out  of  the  market  for 
anesthesia  gas  machines  because  of  the  li- 
ability explosion.  The  company  also  makes 
adult  ventilators,  but  has  shied  away  from 
infant  ventilators  because  of  potential  law- 
suits and  insurance  costs.  Conunon  sense 
says  infant  ventilators  should  be  profitable. 
They  are  key  factor  in  boosting  the  survival 
rate  for  premature  babies  with  respiratory 
distress  syndrome  from  30%  to  over  90%. 
But  the  risk  of  multimillion  dollar  suits  by 
families  of  those  10%  who  can't  be  saved  is 
so  great  that  some  manufacturers  have 
become  unwilling  to  compete  in  this  market. 

Important  products  like  infant  ventilators 
might  not  even  be  available  today  had  the 
current  liability  climate  existed  20  years 
ago.  when  research  on  the  devices  was  be- 
ginning. Would  we  now  be  safe  from  polio  if 
vaccine  innovators  had  faced  today's  threat 
of  lawsuits  30  years  ago? 

Intellectually.  American  society  is  prob- 
ably willing  to  accept  the  inherent  risks  of 
medical  advancement.  But  individually, 
Americans  can't  resist  the  temptation  of 
multimillion  dollar  claims.  And  they  are  en- 
couraged by  jury  awards  against  manufac- 
turers, even  when  it's  not  clear  that  their 
product  caused  an  injury.  In  overreaching 
to  protect  individual  consumers  on  a  case- 
by-case  basis,  courts  unwittingly  put  future 
health  care  quality  for  the  entire  society  at 
risk. 

Pederal  and  state  liability  reform  can  help 
protect  the  public  from  the  decline  in  inno- 
vation that  the  current  system  is  causing. 
Already,  legislative  proposals  have  been 
made  at  the  state  and  federal  levels  to: 

Limit  payments  for  noneconomic  losses— 
that  is.  pain  and  suffering  in  liability  suits. 

Prohibit  awards  against  manufacturers 
when  a  product  isn't  clearly  at  fault. 

Discourage  frivolous  lawsuits. 

These  provisions  would  be  a  first  step 
toward  clarifying  the  diverse  and  confusing 
liability  laws,  and  toward  guarding  the 
public  against  a  slide  in  medical  innovation 
that  threatens  everyone's  health. 


ABA-SOVIET  LAWYERS 

•  Mr.  GRASSLEY.  Mr.  President,  I 
was  disappointed  to  see  that  the  ABA, 
at  its  August  meeting,  decided  to  pro- 
ceed with  its  cooperative  agreement 
with  the  Soviet  Lawyers  Association 
[ASL]. 

There  was  a  great  deal  of  opposition, 
including  that  of  the  Senate  Judiciary 
Committee,  to  this  agreement.  This 
opposition  is  due  to  a  number  of  fac- 
tors. As  an  organ  of  the  Politburo,  the 


ASL  is  in  no  way  comparable  to  the 
ABA,  a  fiercely  independent  organiza- 
tion dedicated  to  promotion  of  the 
rule  of  law. 

ABA-Soviet  formal  ties  cannot 
achieve  their  ostensible  purpose— to 
promote  "meaningful  dialog"  between 
American  and  Soviet  lawyers.  Dialog  is 
only  meaningful  if  both  sides  are  com- 
mitted to  conveying  their  positions 
truthfully.  This  is,  unfortunately,  not 
the  case  with  the  Association  of  Soviet 
Lawyers.  The  ASL  is  an  extremely  ex- 
clusive Soviet  organization,  designed 
primarily  for  the  purpose  of  disin- 
forming  the  public  concerning  the 
nature  of  the  repressive  Soviet  legal 
system.  In  this  role,  the  ASL  has  pub- 
lished the  notorious  "White  Book,"  a 
vicious  propaganda  attack  upon  the 
Jewish  emigration  movement  in  the 
U.S.S.R. 

Unfortunately  the  agreement  has 
now  gone  into  effect,  and  under  its 
auspices,  a  meeting  was  held  last  week- 
end between  the  two  groups  at  Dart- 
mouth College.  The  fact  that  the  ASL 
was  allowed  to  film  this  meeting  and 
use  it  for  propaganda  purposes  is  ex- 
tremely disturbing  to  me  especially  in 
light  of  the  continued  detention  of 
Nick  Daniloff. 

Chris  Gersten,  executive  director  of 
the  National  Jewish  Coalition  has  co- 
gently pointed  out  the  ludicrous 
nature  of  this  agreement  and  it  would 
be  beneficial  for  all  the  Members  of 
this  body  to  read  it.  Therefore  I  ask 
that  the  article  be  printed  in  the 
Record. 

The  article  follows: 

The  aba  and  Soviet  Lawyers 
(By  Chris  Gersten) 

Throughout  the  American  legal  and  aca- 
demic communities,  preparations  are  now 
under  way  for  next  year's  bicentennial  of 
the  adoption  of  the  U.S.  Constitution.  But 
as  America  prepares  to  celebrate  the  free- 
doms enshrined  in  this  document,  the  na- 
tion's pre-eminent  legal  organization,  the 
American  Bar  Association  (ABA),  has  taken 
an  action  that  is  at  odds  with  the  group's 
reputation  as  a  defender  of  liberty  and  jus- 
tice. . 

On  July  24,  the  president  of  the  ABA  in- 
formed the  organization's  governing  body, 
the  House  of  Delegates,  of  a  cooperation 
agreement  signed  between  the  ABA  and  the 
Association  of  Soviet  Lawyers  (ASL).  The 
agreement  "pledged  to  advance  the  rule  of 
law,"  and  to  promote  respect  for  human 
rights.  Superficially,  the  agreement  appears 
to  be  a  worthy  document  between  two  orga- 
nizations both  equally  committed  to  the 
values  of  freedom  and  liberty  that  Ameri- 
cans hold  dear. 

In  contrast  to  the  ABA.  however,  the  ASL 
is  as  far  from  being  committed  to  liberty 
and  justice  as  the  Kremlin  is  from  promot- 
ing free-enterprise  and  democracy.  Like  all 
other  professional,  cultural,  and  political  or- 
ganizations in  the  Soviet  Union,  the  ASL  is 
controlled  by  the  government,  and  member- 
ship is  limited  to  those  who  are  considered 
•"politically  reliable." 

Although  the  ASL  committed  itself  in  its 
agreement  with  the  ABA  to  uphold  human 
rights,  the  group  has,  in  fact,  been  in  the 
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forefront  of  Soviet  efforts  to  deny  those 
same  rights.  The  Kremlin  craves  legitimacy, 
among  both  the  Soviet  people  and  the  inter- 
national community.  It  has,  therefore,  cre- 
ated the  ASL  to  provide  legal  rationaliza- 
tions and  spurious  legitimacy  to  such  poli- 
cies to  repression  as  the  persecution  of 
Hebrew  teachers  and  the  imprisonment  of 
dissidents  in  "psychiatric  hospitals." 

Some  of  the  ASL's  most  virulent  attacks 
have,  in  fact,  been  reserved  for  Soviet  Jews, 
particularly  those  "refuseniks"  whose  re- 
quests for  permission  to  emigrate  to  Israel 
have  been  denied.  In  1979,  for  example,  the 
ASL  published  the  White  Book  dealing  with 
the  subject  of  Soviet  Jewry,  in  which  Jews 
who  wish  to  emigrate  were  said  to  be  in- 
spired by  Western  "intelligence  services." 
Last  May,  a  second  edition  of  the  White 
Book  appeared.  Among  the  attacks  on 
Soviet  Jews  to  appear  in  this  edition,  the 
teaching  of  Hebrew  and  the  Jewish  religion 
was  called  "a  blatant  attempt  to  affect  the 
psyche  of  minors  in  a  religious  and  national- 
istic way." 

Many  Americans  may  legitimately  ask 
why  the  ABA  should  accord  an  organization 
such  as  the  ASL  recognition  and  respectabil- 
ity by  signing  an  agreement  of  mutual  coop- 
eration. Certainly,  given  the  ASL's  record  of 
opposing  all  that  the  ABA  stands  for,  there 
would  appear  to  be  little  on  which  the  two 
groups  could  possibly  agree  to  cooperate.  In- 
stead, it  is  the  recognition  of  the  fact  that 
the  Kremlin  creates  such  groups  as  the  ASL 
to  serve  its  own  political  ends  that  has  led 
the  AFL-CIO  to  refuse  for  three  decades  to 
recognize  or  legitimize  Soviet  trade  unions. 

Advocates  of  the  agreement  within  the 
ABA  have  argued  that  dialogue  between 
American  and  Soviet  lawyers  will,  indeed, 
help  to  promote  the  goals  proclaimed  in  the 
agreement:  Their  arguments  succeeded  in 
persuading  a  majority  of  the  ABA's  House 
of  Delegates  to  approve  the  agreement. 

Now  that  the  agreement  is  in  place,  its  op- 
ponents within  the  ABA  should  work  to  pro- 
vide the  organization  with  evidence  of  the 
ASL's  contempt  for  human  rights  in  the 
hope  that  such  evidence  will  lead  to  the  ac- 
cord's abrogation.  For,  as  America  cele- 
brates two  centuries  of  constitutionally 
guaranteed  liberties,  there  can  be  no  greater 
affirmation  of  our  own  dedication  to  free- 
dom than  the  forceful  and  complete  repudi- 
ation of  the  repression  that  the  Soviet  legal 
system  seeks  to  uphold.* 


NOMINATION      OP     JUDGE      AN- 
TONIN  SCALIA  TO   BE  ASSOCI- 
ATE    JUSTICE      OP     THE      SU- 
PREME COURT 
•  Mr.  KERRY.  Mr.  President.  I  sup- 
port the  nomination  of  Judge  Antonin 
Scalia  as  an  Associate  Justice  of  the 
Supreme  Court.  I  support  him  not  be- 
cause he  is  liberal  or  conservative,  but 
because  he  is  a  legal  scholar  of  distinc- 
tion, of  principle,  and  of  integrity. 

Judge  Scalia  has  a  record  of  excel- 
lence in  academic  achievement.  He 
graduated  simmia  cum  laude  from 
Georgetown  University  in  1957,  where 
he  was  valedictorian  and  first  in  his 
class.  He  was  an  editor  of  the  Law 
Review  at  Harvard  Law  School,  and 
held  a  Sheldon  fellowship  at  Harvard. 
He  has  taught  law  at  the  University  of 
Chicago,  Stanford  University.  George- 
town University,  and  the  University  of 


Virginia,  and  he  has  been  universally 
recognized  as  a  brilliant  legal  scholar. 

Judge  Scalia  also  served  ably  as  an 
Assistant  Attorney  General  from  1974 
to  1977.  Prom  1982  to  the  present  he 
has  served  with  distinction  as  a  judge 
of  the  U.S.  Court  of  Appeals  for  the 
District  of  Columbia  Circuit. 

It  is  no  secret  that  Judge  Scalia  is 
deeply  conservative  in  his  views.  Some 
legal  scholars  have  made  the  case  that 
Judge  Scalia  is  even  more  conservative 
than  Justice  William  Rehnquist.  And  I 
disagree  with  many  of  Judge  Scalia's 
views  on  the  proper  role  of  Govern- 
ment and  of  the  judiciary.  In  particu- 
lar, I  am  concerned  by  Judge  Scalia's 
narrowly  limited  view  of  the  first 
amendment,  as  expressed  in  opinions 
such  as  Liberty  Lobby,  Inc.  versus 
Jack  Anderson. 

But  I  also  believe  that  Judge  Scalia 
is  a  man  of  principle  and  integrity. 
And  I  believe  that  his  conservative 
view  of  the  role  of  the  judiciary  will 
provide  a  valuable  and  needed  balance 
on  the  Supreme  Court. 

Judge  Scalia  is  known  as  a  builder  of 
consensus  on  the  court  of  appeals.  He 
has  been  able  to  fifd  areas  of  agree- 
ment and  common  ground  with  judges 
of  widely  divergent  views.  Judge  Scalia 
has  been  joined  in  his  opinions  on  the 
court  of  appeals  by  such  moderate  and 
liberal  jurists  as  Judge  Ruth  Bader 
Ginsburg  and  Judge  Harry  T.  Ed- 
wards. He  has  shown  an  ability  to 
forge  compromises  and  sway  other 
judges  to  his  point  of  view.  I  believe 
that  those  are  valuable  qualities  in  a 
Justice  of  the  Supreme  Court. 

While  I  may  often  disagree  with 
Judge  Scalia's  views,  I  respect  him  as  a 
jurist  and  a  legal  scholar.  I  believe 
that  he  will  make  a  positive  contribu- 
tion to  the  Supreme  Court,  and  I  sup- 
port his  nomination.* 


HONORING  DR.  ERNST  WEBER 

•  Mr.  D'AMATO.  Mr.  President,  I  rise 
today  to  bring  to  the  attention  of  my 
colleagues  a  banquet  being  held  in 
New  York  City  this  coming  Monday. 
September  22,  in  honor  of  Dr.  Ernst 
Weber  on  the  occasion  of  his  85th 
birthday.  As  we  all  know,  the  career  of 
Dr.  Weber  is  synonymous  with  the  de- 
velopment of  electrical  engineering.  In 
my  opinion,  this  Nation  owes  Dr. 
Weber  a  great  debt  of  gratitude  for 
the  major  advances  he  has  fostered  in 
this  field.  I  ask  that  a  brief  biography 
of  Dr.  Weber,  prepared  by  the  staff  of 
New  York  Polytechnic  University,  the 
institution  with  which  he  is  so  closely 
identified,  be  printed  in  the  Record  at 
the  conclusion  of  my  remarks. 

The  biography  follows: 

Dr.  Ernst  Weber 

Dr.  Ernst  Weber  is  internationally  recog- 
nized as  one  of  the  major  contributors  to 
the  electrical  engineering  profession  in  the 
20th  century.  He  is  one  of  Polytechnic's 
most  distinguished  educators  and  academic 


leaders,  and  has  inspired  several  generations 
of  students  and  faculty  members  around  the 
world  to  achieve  distinction  in  the  field. 

Dr.  Weber,  who  at  85  continues  to  main- 
tain an  active  schedule  and  close  ties  with 
Polytechnic,  was  professor  of  electrical  engi- 
neering from  1930  to  1969.  With  his  leader- 
ship, the  department's  graduate  program 
evolved  into  one  of  the  largest  and  most  re- 
spected in  the  nation.  He  served  as  presi- 
dent for  12  years  during  one  of  the  Universi- 
ty's most  dramatic  periods  of  growth— in- 
cluding the  move  to  the  present  Brooklyn 
campus  and  the  development  of  the  Long 
Island  Campus  in  Farmingdale. 

Dr.  Weber  is  a  member  of  the  IEEE  Hall 
of  Fame  and  served  as  the  IEEE's  first 
president.  He  is  also  listed  among  the 
IEEE's  top  ten  all-time  educators  and  is  a 
recipient  of  the  coverted  IEEE  Education 
Medal. 

At  Polytechnic,  his  academic  specialties 
included  electromagnetic  theory,  boundary 
value  problems,  transient  phenomena  in 
networks,  electrical  machines,  nonlinear  sys- 
tems, and  electron  theory.  He  holds  more 
than  30  American.  Canadian  and  British 
patents  in  the  field  of  microwave  techniques 
and  has  published  more  than  50  papers,  as 
well  as  the  textbooks  Mapping  of  Fields  and 
Linear  Transient  Analysis. 

During  World  War  II,  Dr.  Weber  orga- 
nized Polytechnic's  microwave  research 
group  that  developed  the  precision  micro- 
wave attenuator  essential  for  the  accurate 
calibration  of  power  in  radar  systems.  In 
recognition  of  the  group's  contributions,  he 
was  awarded  the  President's  Certificate  of 
Merit. 

A  native  of  Vienna,  Austria,  he  began  his 
professional  career  there,  receiving  a  Diplo- 
ma of  Engineering  in  1924  from  the  Techni- 
cal University,  then  working  as  a  research 
engineer  for  Seimens  Schuckert.  He  was 
awarded  a  Ph.D  from  the  University  of 
Vienna  in  1926,  and  one  year  later  earned  a 
D.Sc  from  the  Technical  University. 

Weber  holds  honorary  doctorates  from 
Brooklyn  Law  School,  Long  Island  Universi- 
ty, Newark  College  of  Engineering.  Pratt  In- 
stitute, and  the  University  of  Michigan. 

Today  he  lives  in  Tryon,  North  Carolina. 
A  strong  advocate  of  balancing  technology 
with  its  social  consequences,  he  has  de- 
clared, "The  technological  university  has 
not  only  the  opportunity,  but  indeed  the  ob- 
ligation, to  contribute  through  broad  leader- 
ship education  to  the  solution  of  societal 
problems."* 


THE  STAR  WARS  SPINOFF 
•  Mr.  STEVENS.  Mr.  President,  re- 
cently, I  came  across  an  article  in  the 
New  York  Times  magazine  by  Malcolm 
W.  Browne  that  deserves  the  attention 
of  my  colleagues.  Mr.  Browne's  article, 
"The  Star  Wars  Spinoff,"  discusses 
some  of  the  potential  benefits  to  both 
conventional  defensive  efforts,  and  to 
the  private  sector  of  the  technologies 
generated  by  the  SDI  research.  Mr. 
Browne  notes  that  a  Stamford,  CT, 
market  research  firm  has  estimated 
that  the  commercial  applications  of 
SDI  technologies  will  yield  sales  in  the 
private  sector  of  a  magnitude  between 
$5  and  $20  trillion. 

The  promise  of  SDI  is  not  simply  as 
a  means  to  defend  against  ballistic 
missile  attack— it  is  also  the  extensive 
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investigation  into  exotic  technologies 
tliat  may  unlock  tlie  secrets  of  fusion 
energy  production,  even  faster  micro- 
computer switches,  and  perhaps  a  new 
generation  of  antitank  weaponry.  The 
expectations  placed  on  the  SDI  Pro- 
gram are  great— and  well  they  should 
be— but  I  expect  the  benefits  of  SDI 
research  to  transcend  ballistic  missile 
defense  and  provide  substantial  bene- 
fits for  conventional  defense  and 
across  the  entire  American  economy. 

I  ask  that  "The  Star  Wars  Spinoff" 
be  printed  in  the  Record,  and  urge  my 
colleagues  to  take  a  few  minutes  to 
read  it. 

The  article  follows: 

The  Star  Wars  Spinoff 
(By  Malcolm  W.  Browne) 

The  landscaped  industrial  park  that 
flanks  San  Diego's  Balboa  Avenue  hints  of 
well-appointed  board  rooms,  robotic  assem- 
bly lines  and  healthy  workers  bronzed  by 
weekends  on  the  nearby  beaches.  The  street 
is  only  a  few  minutes'  drive  from  Sea  World 
and  other  tourist  magnets,  and  to  the  casual 
visitor  it  seems  as  far  removed  as  an  Ameri- 
can suburb  could  be  from  any  hint  of  war  or 
weaponry.  But  the  peaceful  mien  of  the 
neighborhood  is  disturbed  several  times  a 
week  by  the  blast  of  a  stunningly  powerful 
cannon  that  sends  flocks  of  startled  birds 
into  the  air  and  sets  off  burglar  alarms  in 
parked  cars  over  a  wide  area. 

The  source  of  the  noise  is  one  of  the 
world's  first  rail  guns,  a  new  breed  of  elec- 
tromagnetic artillery  potentially  capable  of 
piercing  the  most  heavily  armored  tanks,  of 
picking  off  intercontinental  missiles  and 
battle  satellites,  and  even  of  hurling  projec- 
tiles to  distant  planets. 

The  rail  gun,  built  by  Maxwell  Laborato- 
ries Inc.,  and  named  Checmate  (an  acronym 
for  Compact  High  Energy  Capacitor  Module 
Advanced  Technology  Experiment),  is  about 
the  size  of  a  large  merry-go-round  and 
stands  in  a  hangarlike  building.  One  recent 
morning,  flashing  red  lights  and  insistent 
loudspeakers  warned  nonessential  personnel 
away  while  technicians  sealed  off  the  test 
building  and  retreated  to  the  safety  of  a 
control  shack.  As  the  countdown  progressed, 
pictures  and  computer  data  flowed  across 
monitor  screens,  and  workers  readied  the 
lasers.  X-ray  flash  cameras  and  diagnostic 
sensors  used  for  assessing  each  shot.  The 
whine  of  high-power  electrical  equipment 
rose  to  a  scream,  a  supervisor  nodded  to  a 
controller,  and  the  rail  gun  fired,  sending  a 
shudder  through  the  factory  compound, 
slapping  clothing  against  the  legs  of  passers- 
by  and  leaving  ears  ringing. 

Hastily  donning  gas  masks,  technicians 
swarmed  into  the  smoke-filled  rail-gun 
building  to  look  for  equipment  damage  and 
check  the  target.  Incredibly,  a  metal  projec- 
tile scarcely  larger  than  a  household  nail 
had  been  driven  into  a  sandwich  of  thick 
steel  plates  to  a  depth  of  several  inches. 
"Nice  clean  shot,"  someone  observed. 
"We're  moving  right  along." 

In  fact,  experts  say,  American  efforts  to 
develop  an  electromagnetic  rail-gun  launch- 
er—a gadget  conceived  by  weapons  makers 
as  long  ago  as  World  War  I— have  achieved 
in  the  last  two  years  alone  what  Defense 
Department  planners  had  once  predicted 
would  take  a  decade.  And  credit  for  the 
project's  impressive  progress  goes  to  what 
may  be  the  most  costly  and  intensive  mili- 
tary research  program  in  history:  the  Stra- 
tegic Defense  Initiative.  Together  with  hun- 


dreds of  other  arcane,  high-technology  de- 
vices, ideas  and  systems,  the  rail  gun  has 
been  selected  for  grooming  and  develop- 
ment as  part  of  President  Reagan's  contro- 
versial vision  of  a  defense  shield  capable  of 
defending  the  United  States  against  a 
Soviet  balllistic-missile  attack. 

The  merits  of  the  President's  plan- 
promptly  dubbed  "Star  Wars"  by  advocates 
and  opponents  alike— have  become  a  matter 
of  intense  worldwide  debate.  Supporters  see 
it  as  a  means  of  ending  the  threat  of  nucle- 
ar devastation.  Opponents  charge  that  the 
program  is  an  exorbitant  boondoggle  whose 
stated  objective  is  ruled  out  by  the  limita- 
tions of  technology.  Worse,  these  critics 
contend.  Star  Wars  defenses  might  so  upset 
the  fragile  balance  of  forces  between  East 
and  West  that  war  might  become  more 
rather  than  less  likely. 

■yet  even  as  the  debate  has  raged.  Star 
Wars  research  has  moved  ahead  quickly, 
consuming  more  than  $3  billion  in  the  last 
year  alone,  and  giving  unprecedented  mo- 
mentum to  a  broad  range  of  advanced  scien- 
tific programs. 

The  exotic  new  materials  and  technologies 
produced  or  encouraged  by  Star  Wars  re- 
search promises  to  have  particular  impor- 
tance for  conventional  warfare,  fostering 
changes  in  land  combat  as  radical  as  whose 
wrought  by  the  introduction  of  gunpowder 
in  the  Middle  Ages.  But  spinoffs  from  the 
President's  initiative  are  also  finding  their 
way  into  a  myriad  of  civilian  fields,  includ- 
ing energy  production,  transportation,  com- 
munications and  medicine.  Meanwhile,  sci- 
ence itself  is  gaining  new  research  tools 
from  S.D.I,  projects. 

Critics  of  S.D.I,  point  out  that  the  techno- 
logical side  benefits  of  Star  Wars  research 
could  be  had  much  more  cheaply  and  effi- 
ciently if  they  were  pursued  directly  rather 
than  as  the  unintended  offshoots  of  an  ex- 
travagant military  spending  program.  But 
S.D.I,  proponents  assert  that  in  the  absence 
of  such  a  visionary  scheme,  it  is  unlikely 
that  such  research  would  have  taken  place 
at  all.  Weapons  research,  they  say,  has  been 
a  key  element  in  technological  progress 
throughout  history,  and  has  nearly  always 
produced  byproducts  of  immense  value  to 
mankind.  Costly  though  World  War  II  was 
in  human  suffering  and  destruction,  for  ex- 
ample, wartime  research  bequeathed  a  cor- 
nucopia of  consolation  prizes  to  the  survi- 
vors, including  plastic,  synthetic  textiles, 
antibiotics,  jet  aircraft  and  nuclear  energy. 

How  far  the  President's  vision  of  a  space- 
based  strategic  defense  will  ultimately  be 
carried  is  an  open  question.  Spurred  by  con- 
cern over  Federal  budget  deficits.  Congress 
has  already  voted  significant  cuts  in  S.D.I, 
funds,  and  even  the  program's  strongest 
supporters  concede  that  enormous  technical 
obstacles  still  loom  ahead. 

Yet,  even  if  a  continental  defense  is  never 
actually  deployed,  the  long-term  impact  of 
S.D.I,  research  programs  promises  to  be 
enormous.  In  laboratories  from  San  Diego 
to  Boston,  Star  Wars  is  no  longer  a  mere 
phrase  or  debating  point.  For  better  or 
worse,  the  controversial  Strategic  Defense 
Initiative  is  already  yielding  new  technol- 
ogies that  seem  destined  to  change  the 
world. 

Air  Force  Lieut.  Gen.  James  A.  Abraham- 
son  is  no  stranger  to  monster-size  Federal 
projects.  From  1976  to  1980,  he  ran  the  Air 
Force  program  that  developed  the  F-16 
fighter.  Later,  he  took  charge  of  space-shut- 
tle development  for  the  National  Aeronau- 
tics and  Space  Administration,  a  post  he 
held  until  1984. 


Now,  as  director  of  the  Pentagon's  Strate- 
gic Defense  Initiative  Organization 
(S.D.I.O),  the  53-year-old  General  Abraham- 
son  is  responsible  for  what  may  turn  out  to 
be  the  biggest  Federal  research  project  ever. 
He  currently  oversees  the  distribution  of 
about  $6  billion  to  some  1.300  Star  Wars 
contractors  in  a  program  whose  size  rivals 
even  that  of  the  Manhattan  Project,  the 
secret  World  War  II  program  that  created 
the  atomic  bomb.  (The  Manhattan  Project, 
from  its  inception  to  the  destruction  of  Hir- 
oshima emd  Nagasaki,  cost  $2  billion  in  1945 
dollars,  equivalent  to  approximately  $12  bil- 
lion today.  The  current  five  year  S.D.I,  pro- 
gram, which  is  intended  merely  to  assess 
possibilities  rather  than  to  build  a  working 
weapons  system,  is  expected  to  cost  up  to 
$20  billion.) 

"When  I  got  here,"  General  Abrahamson 
said  recently  as  he  shared  a  sandwich  with  a 
visitor  to  his  gadget-strewn  Pentagon  office, 
"I  began  looking  for  a  common  denominator 
in  all  the  big  technology  programs  that  had 
been  successful— a  common  factor  applica- 
ble to  S.D.I.  But  I  couldn't  find  one.  For  in- 
stance, both  the  German  and  British  jet- 
propulsion  programs  were  highly  successful, 
but  they  achieved  success  under  totally  dif- 
ferent conditions. 

"Finally,  I  came  to  realize  that  the 
common  denominator  was  to  be  found  not 
in  the  successful  programs,  but  in  the  pro- 
grams that  had  failed  or  come  in  second 
best.  An  example,  was  the  German  atomic- 
bomb  program  of  World  War  II,  a  program 
that  was  so  highly  structured  and  formal 
that  it  was  unable  to  correct  itself.  By  con- 
trast, the  Manhattan  Project  was  dynamic, 
contentious,  full  of  scientific  give-and-take, 
and  therefore  capable  of  speedily  correcting 
its  own  errors. 

"I  concluded  that  we  needed  the  same 
rough-and-tumble  intellectual  approach— 
the  American  approach— to  S.D.I,  research. 
I  decided  that  it  was  better  to  achieve  90 
percent  of  a  bold  solution  than  100  percent 
of  a  timid  solution." 

The  resources  now  dedicated  to  finding 
that  "bold  solution"  represent  an  enour- 
mous  national  commitment.  During  the  last 
year,  American  taxpayers  have  paid  some 
$3.05  billion  for  S.D.I,  research— nearly  $13 
for  every  man.  woman  and  child  in  the 
country— and  the  administration  has  re- 
quested $5.3  billion  more  in  Star  Wars 
money  for  the  coming  year.  Even  if  Con- 
gress succeeds  in  cutting  this  simi— both  the 
House  and  the  Senate  have  voted  substan- 
tial reductions— S.D.I,  will  still  remain  an 
important  component  of  the  national 
budget. 

Star  Wars  research,  moreover,  gets  contri- 
butions from  many  sources  besides  formal 
S.D.I,  appropriations.  The  Strategic  De- 
fense Initiative  Organization  is  less  than 
three  years  old,  and  virtually  all  the 
projects  now  under  its  aegis  began  with 
other  government  agencies  and  organiza- 
tions. Overlapping  research  objectives  and 
financing  persist,  and  much  of  the  technolo- 
gy developed  by  the  Defense  Advanced  Re- 
search Projects  Agency,  the  Defense  Nucle- 
ar Agency  and  other  organizations  indirect- 
ly furthers  Star  Wars  objectives.  An  insider 
acknowledged  that  "Star  Wars  money  has  a 
way  of  losing  its  color  after  passing  through 
many  hands." 

When  the  S.D.I.O.  needs  something  to  be 
invented  or  built,  it  pays  handsomely  and 
apportions  the  task  to  many  hands.  Predict- 
ably, the  largest  S.D.I,  contracts  have  gone 
to  the  giants  of  the  aerospace  industry. 
Heading  the  1986  list  is  the  Boeing  Compa- 
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ny, with  contracts  totaling  $131  million. 
Other  top  S.D.I,  contractors  include  TRW 
Inc.,  $61  million;  Hughes  Aircraft  Company, 
$40  million;  Lockheed  Missiles  and  Space 
Company,  $25  million;  Rockwell  Interna- 
tional Corporation,  $24  million:  and  the 
Raytheon  Company,  $17  million.  But  Star 
Wars  funds  are  also  earmarked  for  a  wide 
range  of  small  businesses,  government  lab- 
oratories and  agencies  (including  the  Cen- 
tral Intelligence  Agency),  and  academic  in- 
stitutions. 

The  economic  impact  of  S.D.I,  money  is 
ubiquitous  and  potent.  A  Stamford,  Conn., 
market  research  concern.  Business  Commu- 
nications Company,  has  estimated  that  the 
commercialization  of  Star  Wars  technology 
will  eventually  yield  private-sector  sales 
ranging  between  $5  trillion  and  $20  trillion. 
The  financial  inducement  for  a  company  to 
participate  in  S.D.I,  research  is  so  great,  in 
fact,  that  the  S.D.I.O.  receives  10  times  as 
many  proposals  as  it  can  pay  for. 

Private  entrepreneurs  can  exploit  a  wide 
range  of  inventions  and  discoveries  that 
grow  out  of  government-sponsored  research, 
and  Star  Wars  technologies  are  no  excep- 
tion. But  the  commercial  licensing  of  govern- 
ment processes  or  inventions  is  a  complex 
system  that  sometimes  imposes  burdensome 
practical  problems.  A  government  agency 
may  be  unwilling  to  grant  exclusive  long- 
term  rights  to  the  use  of  an  Invention  or 
process,  for  instance,  thereby  depriving  pro- 
spective commercial  licensees  of  a  competi- 
tive edge. 

The  secrecy  of  such  sensitive  military 
projects  also  poses  a  potential  problem  for 
the  transfer  of  technology  from  S.D.I,  re- 
search to  the  private  sector,  but  General 
Abrahamson  minimizes  its  long-term  impor- 
tance: 'Of  course  there  are  technologies  in 
S.D.I,  that  are  vital  to  our  national  interests 
and  are  classified  top  secret.  However,  you'd 
be  amazed  how  much  of  our  work  in  non- 
classified or  only  moderately  classified.  Our 
secrecy  classification  system,  like  the  pro- 
posed missile  defense  itself,  is  organized  in 
layers,  and  our  policy  is  to  permit  the  maxi- 
mum freedom  of  communication  consistent 
with  the  national  interest.  That  policy 
shouldn't  pose  a  real  problem  for  anyone. " 

"I  am  determined,"  General  Abrahamson 
said,  'that  we  not  miss  the  opportunity  to 
capitalize  on  the  results  of  S.D.I,  research 
and  apply  it  across  all  facets  of  our  economy 
and  society." 

The  combination  of  a  thick  wallet  and  a 
gambler's  quest  for  dramatic  gains  has  al- 
ready led  S.D.I,  researchers  to  discoveries 
with  important  implications  for  fields  large- 
ly unrelated  to  strategic  defense. 

Perhaps  the  most  significant  of  these 
areas  is  conventional  warfare,  where  rail 
guns  and  other  new  "hypervelocity  weap- 
ons" promise  to  transform  the  kind  of  conti- 
nental-scale armored  combat  for  which  the 
Soviet  and  American  armies  have  been  gird- 
ing themselves  since  World  War  II. 

Both  the  Pentagon  and  the  Kremlin  be- 
lieve that  in  future  land  wars,  tanks  and  ar- 
mored personnel  carriers  will  decide  the 
outcome  of  battles.  Consequently,  both 
sides  press  their  munitions  makers  to  design 
ever  more  lethal  projectiles,  and  sturdier 
forms  of  armor  to  stop  the  enemy's  shells, 
bullets  and  rockets. 

To  defeat  the  next  generation  of  tough- 
skinned  Soviet  tanks.  Army  planners  be- 
lieve, an  entirely  new  class  of  weapons 
might  be  needed:  weapons  as  superior  to 
today's  powder-burning  guns  and  rockets  as 
the  15th-century  harquebus  was  to  even  the 
best  crossbow  of  the  day.  And  thanks  to  the 


Strategic  Defense  Initiative,  the  electromag- 
netic rail  gun'  may  provide  American  ar- 
mored vehicles  with  just  such  a  weapon. 

In  contrast  to  traditional  rockets  and 
shells,  which  are  propelled  by  expanding 
gases,  the  acceleration  achieved  by  a  rail 
gun  is  not  limited  by  the  speed  of  sound; 
given  enough  energy,  a  rail  gun  can  acceler- 
ate objects  to  speeds  comparable  to  those  of 
meteors.  In  principle,  a  rail  gun  standing  on 
the  ground  could  bombard  targets  on  the 
moon.  A  rail-gun  projectile  might  even  be 
made  to  hit  a  target  hard  enough  to  Initiate 
nuclear  fusion— a  fact  noted  by  scientists 
seeking  to  develop  fusion  energy  as  an  alter- 
native to  the  fission  process  that  is  used  to 
generate  electricity  in  today's  nuclear  power 
plants. 

Many  government  organizations  have  ex- 
plored the  possibilities  of  the  rail  gun.  But 
both  financing  and  research  coordination 
were  lacking  until  the  Strategic  Defense  Ini- 
tiative Organization  stepped  in. 

Among  the  technologists  responsible  was 
Jon  Farber,  a  division  chief  with  the  De- 
fense Nuclear  Agency  in  Alexandria,  Va.  Mr. 
Farber  has  devoted  much  of  his  career  to 
the  building  of  machines  that  mimic  the  de- 
structive pulses  of  electromagnetic  energy 
emitted  by  nuclear  explosions.  Like  many 
kinds  of  Star  Wars  weaponry,  these  testing 
machines  require  gigantic  pulses  of  power. 

"I  realized,"  Mr.  Farber  recalled,  "that 
the  greatest  possibility  for  quick  progress 
toward  an  anti-missile  weapon  lay  in  the  rail 
gun,  and  I  predicted  that  by  working  on  rail 
guns  we  could  accelerate  all  our  S.D.I,  pro- 
grams, reducing  development  times  by  six  to 
eight  years. " . 

Essentially,  a  rail  gun  is  an  electric  motor, 
in  which  two  metal  rails  running  the  length 
of  the  gun  barrel  are  the  main  stationary 
elements  and  the  projectile  itself  is  the 
moving  part.  When  a  massive  electric  cur- 
rent is  made  to  flow  between  the  rails  via  an 
armature  at  the  back  of  the  projectile,  the 
flow  generates  an  electromagnetic  force 
that  drives  the  projectile  forward. 

One  of  the  main  problems  with  such  a 
weapon  is  providing  it  with  \  suitable  supply 
of  electric  power.  Not  only  must  the  source 
yield  a  gigantic  pulse  of  power  for  each 
shot,  but  it  must  recharge  fast  enough  to 
maintain  a  reasonable  rate  of  fire. 

Ignoring  bureaucratic  boundaries.  Mr. 
Farber  broached  his  ideas  directly  to  the 
S.D.I.O.  "To  establish  my  bona  fides,  I  of- 
fered to  lend  them  a  power  supply  of  the 
kind  we  use  in  our  simulated  nuclear  explo- 
sions,"  he  said.  "They  agreed,  and  starting 
in  March  last  year,  the  S.D.I,  people  agreed 
to  share  costs  with  us  in  the  building  of  a 
capacitor-powered  rail  gun.  Only  nine 
months  later  we  were  able  to  fire  the  first 
demonstration  shot.  We  blasted  a  little  plas- 
tic cube  right  through  a  thick  meUl  plate, 
and  the  resulting  hole  was  impressive 
enough  to  convince  even  stubborn  skeptics." 
Since  then,  researchers  have  devoted  their 
efforts  to  reducing  the  size  of  the  containers 
needed  to  contain  the  electric  power  for  the 
rail  gun.  Within  a  few  years,  Mr.  Farber 
predicts,  high-power  capacitors  charged  by 
generators  of  various  kinds  will  be  small 
enough  to  fit  not  only  into  orbiting  space 
stations,  but  inside  tanks  and  other  fighting 
vehicles. 

"At  present  we  are  substantially  outnum- 
bered and  outguruied  by  Soviet  tanks,  whose 
big  guns  can  open  fire  before  ours  come  into 
range, "  Mr.  Farber  said.  "Rail  guns  could  re- 
verse that  situation  and  change  the  balance 
of  land  forces  in  our  favor." 

Another  key  area  of  SUr  Wars  develop- 
ment is  the  interface  between  computer  sci- 


ence and  applied  physics.  In  which  research- 
ers are  confronting  the  need  to  process  ex- 
traordinary amounts  of  information  in  the 
shortest  possible  time.  Future  large-scale 
conflicts,  whether  in  space,  in  the  atmos- 
phere, on  the  ground  or  at  sea,  are  expected 
to  unfold  too  quickly  for  even  the  most  effi- 
cient consortium  of  human  minds  to  control 
without  massive  computer  assistance.  A  reli- 
able, lightning-fast  system  for  planning  bat- 
tles is  therefore  regarded  as  vital  both  to  a 
defense  against  ballistic  missiles  and  to  the 
conduct  of  war  on  the  earth's  surface. 

Part  of  the  challenge  lies  in  the  realm  of 
applied  physics.  Physicists  are  following  sev- 
eral routes  toward  speeding  up  the  micro- 
scopic switches  that  operate  logic  gates— the 
components  of  semiconducting  chips  that 
enable  computers  to  calculate.  The  opening 
or  closing  of  a  switch  determines  whether 
its  gate  is  to  register  a  zero  or  a  one— the 
binary  numbers  used  for  all  computations. 

Contractors  working  for  S.D.I,  or  related 
defense  technology  projects  are  working  on 
an  entirely  new  type  of  computer  switch: 
one  that  operates  optically  rather  than  elec- 
tronically. An  optical  switch  would  be  used 
to  transmit  or  block  a  beam  of  light  rather 
than  an  electric  current,  and  thus  benefit 
from  the  enormous  speed  at  which  light 
travels.  The  switch  itself  could  be  actuated 
by  light  signals;  matching  pulses  of  light  ap- 
plied to  opposite  sides  of  the  switch  would 
open  it,  and  mismatching  pulses  would  close 
it. 

A  remarkable  new  material  being  devel- 
oped for  both  optical  and  electronic  comput- 
er switching  is  a  synthetic  crystal,  gallium 
arsenide,  and  substantial  S.D.I,  funds  have 
been  appropriated  for  pushing  its  develop- 
ment. Gallium  arsenide  transmits  electrons 
several  times  fa^r  than  does  the  silicon 
used  in  conventional  chips,  and  can  also 
function  as  an  optical  switch. 

Another  potential  optical  switch  that  has 
attracted  official  interest  is  a  plastic  called 
polydiacetylene,  under  development  at  Gen- 
eral Telephone  and  Electronics  Laboratories 
Inc..  of  Waltham,  Mass.  According  to  Dr. 
Mrinal  Thakur,  a  senior  member  of  G.T.E.s 
technical  staff,  an  optical  switch  based  on 
polydiacetylene  could  handle  up  to  one  tril- 
lion operations  per  second;  a  conventional 
silicon  fiwitch  can  manage  only  about  one- 
thousandth  as  many  in  the  same  time.  Opti- 
cal switches,  moreover,  would  be  highly  re- 
sistant to  electronic  pulses  from  nuclear  ex- 
plosions that  would  disable  ordinary  chips. 

Computer  experts  working  on  projects  re- 
lated to  S.D.I,  are  also  streamlining  prob- 
lem-solving hardware  and  procedures.  One 
of  their  approaches  is  to  break  up  a  complex 
problem  into  many  small  elements  that  can 
be  solved  simultaneously  and  then  be  rapid- 
ly reassembled  to  yield  the  required  result. 
This  technique  of  "parallel  processing"  is  a 
feature  of  such  advanced  machines  as  the 
Warp,  a  new  supercomputer  developed  at 
Carnegie  Mellon  University,  and  the  Con- 
nection Machine,  a  product  of  Thinking  Ma- 
chines Inc.  According  to  the  Defense  Ad- 
vanced Research  Projects  Agency,  which 
paid  for  its  development,  the  latter  machine 
recently  took  only  three  minutes  to  com- 
plete a  computation  over  which  a  powerful 
International  Business  Machines  Corpora- 
tion mainframe  computer  had  had  to  labor 
for  six  hours. 

The  computers  and  programs  S.D.I,  is 
helping  to  bring  into  being  are  powerful 
tools  whose  civilian  counterparts  will  have 
incalculable  scientific  value,  experts  say. 
These  machines  might  be  used  for  long- 
term  weather  forecasting,  for  example,  and 
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for  creating  reliable  mathematical  models  of 
the  atmosphere  and  the  oceans.  Environ- 
mentalists regard  such  modeb  as  essential 
in  making  accurate  estimates  of  the  effects 
of  human  activities  on  climate. 

Several  strategic  defense  projects  seek  to 
use  the  computer  as  an  adjunct  to  the 
human  brain,  and  the  out-come  of  this  work 
in  such  "expert  systems"  is  applicable  to 
conventional  battlefields  and  civilian  needs 
as  well.  Two  of  the  latest  Defense  Advanced 
Research  Projects  Agency's  computer 
projects  for  the  Navy  not  only  organize  and 
assess  mountains  of  information  but  also 
make  recommendations  to  fleet  command- 
ers for  solving  specific  tactical  and  strategic 
problems.  The  machine  intelligence  behind 
such  recommendations  is  compounded  by  its 
designers  from  the  knowledge  of  many 
human  experts,  and  the  computer  program 
is  capable  of  adding  to  its  knowledge  from 
its  own  problem-solving  experiences. 

Similar  programs,  many  of  which  are  in- 
dependent of  S.D.I  but  have  benefited  from 
its  discoveries,  have  begun  to  help  physi- 
cians diagnose  patients  and  to  assist  plant 
managers  in  spotting  problems  in  produc- 
tion, inventories  and  quality  control. 

Computer  pattern  recognition  is  another 
field  of  great  interest  to  S.D.I,  and  other  de- 
fense agencies.  A  computer  capable  of  recog- 
nizing and  interpreting  patterns  can  guide  a 
missile  equipped  with  a  television  eye.  sin- 
gling out  the  pattern  of  a  target  from  a 
background  of  clutter. 

Missiles  are  not  the  only  beneficiaries  of 
this  work.  Related  computing  ability  is  at 
the  heart  of  the  advanced  research  agency's 
Autonomous  Land  Vehicle,  an  eight- 
wheeled  driverless  truck  from  which  it  is 
hoped  a  robot  fighting  vehicle  will  evolve. 
Although  their  capabilities  are  still  quite 
limited,  such  robots  may  foreshadow  not 
only  the  advent  of  mechanical  soldiers  but 
of  surrogate  servants,  laborers  and  body- 
guards—the creatures  of  science  fiction. 

In  many  areas.  S.D.I,  funds  have  played 
an  important  role  not  in  fostering  new 
projects,  but  rescuing  or  reviving  old  ones. 
One  significant  example  has  been  the  Nova 
laser,  completed  last  year  at  Lawrence 
Livermore  National  Laboratory,  in  Liver- 
more.  Calif.,  at  a  cost  of  $187  million  and  8 
years'  construction  time.  The  worlds  most 
powerful  laser.  Nova  is  yielding  experimen- 
tal data  that  may  contribute  both  to  a  beam 
defense  against  missiles  and  to  the  genera- 
tion of  electric  power  by  hydrogen  fusion. 

Nova,  which  fills  one  of  the  largest  build- 
ings in  Livermore's  sprawling  laboratory 
compound,  was  financed  by  the  Department 
of  Energy  as  a  fusion  power  experiment. 
The  object  was  to  concentrate  the  combined 
beams  of  Novas  many  lasers  on  a  pin-head- 
size  target,  the  implosion  of  which  would 
initiate  fusion  in  the  target's  hydrogen  core. 

But  during  the  last  three  years,  as  financ- 
ing for  many  fusion  experiments  has  dwin- 
dled almost  to  the  vanishing  point,  defense 
scientists  began  using  Nova  for  another  pur- 
pose: the  production  and  testing  of  very 
short-wave-length  beams,  including  X-ray 
lasers— a  type  of  laser  that  many  experts  be- 
lieve would  be  peculiarly  effective  against 
missiles. 

That  Nova  is  being  kept  active,  for  what- 
ever purpose,  is  a  source  of  satisfaction  to 
fusion  power  advocates.  'The  present  oil 
glut  will  be  short-lived,  and  when  the 
cninch  comes  the  energy  shortage  is  likely 
to  be  devastating. "  an  engineer  at  the  Elec- 
tric Power  Research  Institute  said.  "Fusion 
may  be  our  salvation,  and  Nova  may  be  the 
route  to  fusion.  If  Star  Wars  keeps  Nova 
alive,  it's  all  to  the  good." 


Besides  lasers,  beams  of  charged  and  neu- 
tral particles  are  under  study  as  possible  di- 
rected-energy  weapons,  and  these,  too,  are 
expected  to  find  civilian  applications.  The 
Department  of  Energy  has  sponsored  ex- 
periments using  electron  beams  for  steriliz- 
ing food  and  for  removing  pollutants  from 
industrial  smokestack  emissions,  for  in- 
stance. Electron  beams  developed  for  killing 
enemy  missiles  may  also  serve  mankind  by 
fighting  cancer. 

The  S.D.I.O.  is  very  interested  in  a  poten- 
tial weapon  called  the  free-electron  laser, " 
said  Dr.  James  A.  lonson,  a  36-year-old 
astro-physicist  who  is  in  charge  of  selecting 
many  S.D.I.O.  research  projects.  "And  the 
work  that  has  gone  into  it  shows  consider- 
able promise  for  cancer  therapy." 

By  manipulating  a  beam  of  electrons  pro- 
duced by  a  charged-particle  accelerator,  re- 
searchers have  found  they  are  able  to 
"tune "  the  wavelength,  or  color,  of  the  re- 
sulting beam.  Such  tuning  helps  scientists 
create  beams  with  the  short  wavelengths 
deemed  effective  against  missiles,  and  may 
also  provide  the  key  to  a  potential  new 
cancer  therapy.  Dr.  lonson  said. 

"Electron  beams  can  penetrate  tissue  to 
any  desired  depth,  and  the  depth  is  deter- 
mined by  the  energy  of  the  beam, "  he  said. 
"An  electron  beam  has  very  little  effect  on 
the  tissue  through  which  it  merely  passes. 
But  when  it  reaches  its  penetration  depth, 
it  releases  most  of  its  energy  at  that  spot. 
Consequently,  a  precisely  tuned  electron 
beam  could  be  used  to  hit  a  maliganant 
tumor  with  pinpoint  accuracy  without  dam- 
aging the  surrounding  tissue.  The  technique 
might  be  especially  valuable  in  brain  sur- 
gery." 

Many  industries  and  government  re- 
searchers are  quite  comfortable  with  Star 
Wars,  but  the  S.D.I.O.'s  relations  with  the 
nation's  academic  community  is  ambiguous. 
Educators  have  raised  moral  and  political  as 
well  as  scientific  objections  to  the  attempt 
to  build  a  missile  defense,  and  many  believe 
it  cannot  succeed,  however  much  money  is 
pumped  into  the  effort. 

Both  the  Union  of  Concerned  Scientists 
and  the  Federation  of  American  Scientists 
have  denounced  S.D.I..  and  some  6,500  sci- 
entists and  scientific  educators  have  signed 
petitions  pledging  not  to  accept  S.D.I, 
funds. 

Still,  negative  opinions  about  the  strategic 
merits  of  the  President's  program  can  often 
be  separated  from  attitudes  regarding  the 
broader  benefits  of  S.D.I.-related  research. 
According  to  a  survey  conducted  last  spring 
by  Peter  D.  Hart  Research  Associates  Inc., 
two  thirds  of  549  American  physicists  polled 
expressed  doubts  that  S.D.I,  could  ever 
defend  the  entire  population  of  the  nation 
against  ballistic  missiles,  and  62  percent  de- 
clared themselves  opposed  to  deploying  a 
Star  Wars  defense. 

But  despite  their  general  opposition  to  the 
development  of  actual  S.D.I,  weapons,  many 
American  physicists  saw  merit  in  the  basic 
research  involved;  the  Hart  poll  revealed 
that  77  percent  of  physicists  supported  basic 
Star  Wars  laboratory  research  and  21  per- 
cent opposed  it. 

To  counter  the  anti-Star  Wars  lobbying  of 
several  professional  organizations,  scientists 
favoring  S.D.I,  research  recently  organized 
the  Science  and  Engineering  Conmiittee  for 
a  Secure  World.  Among  the  group's  mem- 
bers is  Dr.  Martin  I.  Hoffert.  chairman  of 
the  department  of  applied  sciences  at  New 
York  University,  who  describes  himself  as  a 
political  liberal  and  an  opr>onent  of  nuclear 
arms.  "When  I  first  heard  of  S.D.I..  I  had  no 


real  interest  in  it, "  he  said.  "But  I  was  inter- 
ested in  almost  any  opportunity  for  ridding 
the  world  of  nuclear  weapons,  and  I  came  to 
believe  that  S.D.I,  might  give  us  a  chance." 

Some  two  dozen  major  educational  institu- 
tions are  now  receiving  S.D.I,  funds,  among 
them  the  University  of  California  (Los  An- 
geles and  Berkeley),  the  Massachusetts  In- 
stitute of  Technology  and  Johns  Hopkins 
University.  Besides  these,  many  colleges  and 
universities  are  recipients  of  second-hand 
Star  Wars  money  transmitted  through  vari- 
ous prime  contractors. 

Highly  qualified  physicists  are  sometimes 
drawn  to  Star  Wars  projects  by  an  induce- 
ment at  least  as  potent  as  remuneration: 
access  to  the  laboratories,  equipment  and 
staffs  that  can  take  on  research  programs 
far  beyond  the  financial  reach  of  even  the 
richest  university. 

The  cumulative  impact  of  such  an  influx 
of  funds  and  assistance  on  the  broader 
course  of  American  science  will,  of  course, 
be  impossible  to  measure  for  many  years. 
Bur  scientists  and  technical  experts  both 
inside  and  outside  the  strategic  defense  pro- 
gram agree  that  the  systems,  materials  and 
devices  brought  into  being  in  the  name  of 
S.D.I,  will  leave  a  profound  legacy.  One  de- 
fense physicist  (who  asked  to  remain  un- 
identified) put  it  this  way: 

"Some  say  we've  made  Faustian  deals  with 
the  Devil,  and  there's  an  element  of  truth  in 
it,  if  you  happen  to  look  at  national  defense 
as  the  Devil,  which  I  do  not.  I'm  being  paid 
to  work  in  a  lab  that's  more  exciting  than  a 
toy  store.  I'm  given  all  the  fancy  hardware  I 
need  for  my  work,  which  has  to  do  with 
very  short-wavelength  lasers.  Do  you  realize 
what  magnificent  scientific  tools  such  lasers 
will  one  day  give  us?  We  could  use  them  to 
make  holographic  movies  of  the  interaction 
of  molecules  in  living  cells,  catalyzing  the 
whole  field  of  cancer  research.  X-ray  or 
gamma-ray  lasers  will  help  us  understand 
the  nature  of  life  at  its  most  basic  level. 

"Sure,  we're  working  on  weapons,  and  we 
hope  they'll  be  very  good  weapons.  But  the 
biggest  payoff  for  many  of  us  is  the  thrill  of 
personal  scientific  achievement— achieve- 
ment that  in  many  cases  would  be  impossi- 
ble without  Star  Wars  tools." 


PROPOSED  ARMS  SALES 

•  Mr.  LUGAR.  Mr.  President,  section 
36(b)  of  the  Arms  Export  Control  Act 
requires  that  Congress  receive  formal 
notification  of  proposed  arms  sales 
under  that  act  in  excess  of  $50  million, 
or  in  the  case  of  major  defense  equip- 
ment as  defined  in  the  act,  those  in 
excess  of  $14  million.  Upon  receipt  of 
such  notification,  the  Congress  has  30 
calendar  days  during  which  the  sale 
may  be  reviewed.  The  provision  stipu- 
lates that,  in  the  Senate,  the  notifica- 
tion of  proposed  sales  be  sent  to  the 
chairman  of  the  Foreign  Relations 
Committee. 

In  keeping  with  my  intention  to  see 
that  such  information  is  available  to 
the  full  Senate,  I  ask  to  have  printed 
in  the  Record  at  this  point  the  notifi- 
cation I  have  received.  The  classified 
annex  referred  to  in  the  covering 
letter  is  available  to  Senators  in  the 
office  of  the  Foreign  Relations  Com- 
mittee, room  SD-423. 

The  notification  follows: 
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Detense  Security  Assistance  Agency, 

Washington,  DC,  September  17,  1986. 
Hon.  Richard  C.  Lugar, 
Chairman,  Committee  on  Foreign  Relations, 
U.S.  Senate,  Washington,  DC. 
Dear  Mr.  Chairman:  Pursuant  to  the  re- 
porting requirements  of  Section  36(b)(1)  of 
the  Arms  Export  Control  Act.  we  are  for- 
warding   herewith   Transmittal    No.    86-39 
and   under   separate   cover   the   classified 
annex  thereto.  This  Transmittal  concerns 
the   Department   of   the   Navy's   proposed 
Letterts)  of  Offer  to  the  Netherlands  for  de- 
fense articles  and  services  estimated  to  cost 
$26  million.  Shortly  after  this  letter  is  deliv- 
ered to  your  office,  we  plan  to  notify  the 
news  media  of  the  unclassified  portion  of 
this  Transmittal. 
Sincerely, 

Glenn  A.  Rudd, 
Acting  Director. 

[Transmittal  No.  86-39] 

Notice  of  Proposed  Issuance  of  Letter  of 

Offer  Pursuant  to  Section  36(b)(1)  of 

THE  Arms  Export  Control  Act 

(i)  Prospective  Purchaser:  Netherlands. 

(ii)  Total  estimated  value:  Major  Defense 
equipment,  $23  million;'  other,  $3  million; 
Total,  $26  million. 

(iii)  Description  of  articles  or  services  of- 
fered: Ninety-nine  MK  46  torpedoes  in  con- 
tainers, torpedo  spares,  and  technical  and 
engineering  support. 

(iv)  Military  Department:  Navy  (AEQ). 

(V)  Sales  commission,  fee,  etc.,  paid,  of- 
fered, or  agreed  to  be  paid:  None. 

(vi)  Sensitivity  of  technology  contained  in 
the  Defense  articles  or  Defense  services  pro- 
posed to  be  sold:  See  Annex  under  separate 
cover. 

(vii)  Section  28  report:  Case  not  included 
in  section  28  report. 

(viii)  Date  report  delivered  to  Congress:  17 
September  1986. 

Policy  Justification 
netherlands— mk  46  torpedoes 

The  Government  of  the  Netherlands  has 
requested  the  purchase  of  99  MK  46  torpe- 
does in  containers,  torpedo  spares,  and  tech- 
nical and  engineering  support.  The  estimat- 
ed cost  is  $26  million. 

This  sale  will  contribute  to  the  foreign 
policy  and  national  security  objectives  of 
the  United  States  by  improving  the  military 
capabilities  of  the  Netherlands;  furthering 
NATO  rationalization,  standardization,  and 
interoperability:  and  enhancing  the  defense 
of  the  Western  Alliance. 

The  Government  of  the  Netherlands 
plans  to  install  these  torpedoes  on  its  new 
"M"  class  frigates.  These  torpedoes  will  im- 
prove their  anti-submarine  warfare  capabili- 
ties. The  Netherlands  will  have  no  difficulty 
absorbing  these  torpedoes  into  its  armed 
forces. 

The  sale  of  this  equipment  and  support 
will  not  affect  the  basic  military  balance  in 
the  region. 

The  prime  contractor  will  be  Honeywell 
Incorporated,  Defense  Systems  Division,  of 
Hopkins,  Minnesota. 

Implementation  of  this  sale  will  not  re- 
quire assignment  to  the  Netherlands  of  any 
additional  U.S.  Government  personnel  or 
contractor  representatives. 

There  will  be  no  adverse  impact  on  U.S. 
defense  readiness  as  a  result  of  this  sale.* 


'  As  defined  in  Section  47(6)  of  the  Arms  Export 
Control  Act. 


ADULT  LITERACY  AWARENESS 
MONTH 

•  Mr.  QUAYLE.  Mr.  President, 
through  the  passage  of  Senate  Joint 
Resolution  358.  the  month  of  Septem- 
ber has  been  officially  designated  as 
"Adult  Literacy  Awareness  Month." 
As  a  member  of  the  Senate  Labor  and 
Human  Resources  Subcommittee  on 
Education  and  as  a  cosponsor  of  the 
resolution,  I  believe  this  is,  therefore, 
an  opportune  moment  to  reflect  on  lit- 
eracy in  our  society,  or  to  focus  on  its 
absence. 

Researchers  estimate  that  as  many 
as  27  million  adult  Americans  lack 
basic  reading,  writing,  and  comprehen- 
sive skills;  they  are  functionally  illiter- 
ate. Another  35  million  are  classified 
as  semiliterate,  and  the  numbers  are 
growing.  If  one  counts  both  categories, 
approximately  62  million  adult  Ameri- 
cans—or slightly  more  than  one-third 
of  the  adult  population— are  function- 
ally impaired  and  unable  to  make  sig- 
nificant progress  in  their  lives. 

It  is  even  more  sobering  to  learn 
that  the  total  is  not  likely  to  diminish 
under  present  circumstances.  Various 
sources  estimate  that  the  number  of 
people  now  in  remedial  training  is  any- 
where from  3.5  to  4  million.  Most  of 
these— 2.6  million— are  being  served  in 
l<x»lities  across  the  country  through 
the  Adult  Basic  Education  [ABE]  Pro- 
gram of  the  Department  of  Education, 
the  remainder  through  a  wide  variety 
of  smaller  programs,  both  public  and 
private.  The  dropout  rate  in  these  pro- 
grams, however,  can  approach  40  per- 
cent. Thus,  less  than  one-half  of  the 
3.5  to  4  million  in  training  will  move 
out  of  the  pool  of  illiterates  in  any 
given  year.  Meanwhile,  various  sources 
estimate  that  from  1.5  to  2.3  million 
new  illiterates  are  being  added  to  the 
pool  each  year.  Put  simply,  the 
number  of  illiterates  currently  receiv- 
ing help  is  miniscule  compared  to  the 
scale  of  the  need. 

Illiteracy  is  not  confined  to  any  one 
economic  level,,  to  any  one  region  of 
the  country,  or  to  any  one  ethnic  or 
racial  group.  It  is  widely  dispersed 
throughout  the  country,  a  problem  in 
every  community.  To  be  sure,  re- 
searchers have  established  a  high  inci- 
dence of  illiteracy  in  economically  dis- 
advantaged groups.  It  would  be  erro- 
neous, however,  to  think  that  the 
problem  stops  here. 

Illiteracy  is  a  fundamental  problem 
in  the  sense  that  it  is  a  contributing 
cause  to  many  social  and  economic 
problems.  Researchers  have  estab- 
lished a  high  correlation  between  illit- 
eracy and  unemployment,  poverty, 
substandard  job  performance,  welfare, 
and  crime.  For  example,  studies  indi- 
cate that  as  much  as  80  percent  of  our 
prison  population  is  illiterate. 

Lasting  repercussions  from  the  high 
incidence  of  illiteracy  are  clearly  of  a 
different  order.  The  contention  re- 
mains that  it  weakens  America's  de- 


fense posture  because  our  recruiting 
base  is  affected.  It  also  affects  this 
country's  ability  to  compete  in  foreign 
trade  and  is  but  one  explanation  for 
poor  voter  turnout  and  lack  of  partici- 
pation in  civic  affairs. 

The  private  and  public  sectors  must 
form  a  coalition  and  embark  on  an 
anti-illiteracy  program.  This  campaign 
must  heighten  awareness  of  the  prob- 
lem and  mobilize  efforts  to  provide 
help  for  illiterates  within  our  commu- 
nities. More  specifically,  this  can  be 
implemented  through  the  aid  and  sup- 
port of  local  civic,  religious,  literacy, 
and  other  educational  organizations. 
No  problem  is  more  threatening  to  the 
public  interest  than  illiteracy.  At  this 
time,  cooperation  is  of  immense  sig- 
nificance and  promise. 

Pour  major  national  literacy  efforts 
are  currently  in  operation.  As  I  men- 
tioned before,  Adult  Basic  Education 
is  a  program  imder  the  auspices  of  the 
Federal  Government.  A  second  is  the 
U.S.  military  program  of  remediation 
for  its  own  recruits.  Two  other  private- 
ly supported  programs  exist,  the  Lau- 
bach  Literacy  Action  serving  approxi- 
mately 50.000  people  and  Literacy  Vol- 
unteers of  America  [LVA]  serving 
20.000.  Corporations  also  provide  in- 
service  literacy  help  for  some  employ- 
ees and  many  sponsor  community  lit- 
eracy programs  using  their  employees 
as  tutors. 

Additionally,  in  conjunction  with 
Adult  Literacy  Awareness  Month,  Cap- 
ital Cities/American  Broadcasting 
Companies,  Inc.  [ABC]  and  the  Public 
Broadcasting  Service  [PBS]  have 
launched  an  unprecedented  national 
collaboration  entitled  Project  Literacy 
United  States  [PLUS].  This  campaign 
against  illiteracy  consists  of  a  wide 
range  of  national  network  broadcasts 
and  community  activities  designed  to 
raise  awareness  nationally  and  gener- 
ate methods  of  dealing  with  the  prob- 
lems at  the  local  level.  Television  sta- 
tions nationwide  will  coordinate  ef- 
forts and  establish  a  literacy  task 
force  in  each  community.  To  date,  320 
task  forces  have  been  formed. 

I  am  pleased  to  note  that  an  Indiana 
constituent,  Ed  Metcalfe,  president 
and  general  manager  of  ABC  affiliate 
WPTA-TV  in  Fort  Wayne,  has  been 
actively  concerned  and  instrumental  in 
such  endeavors.  Due  largely  to  his  ef- 
forts, adult  illiteracy  is  a  public  affairs 
priority  for  WPTA-TV.  Metcalfe  is 
one  of  a  number  of  ABC  affiliate  ex- 
ecutives who  first  brought  this  subject 
to  the  attention  of  ABC,  and  he  is  one 
of  the  prime  forces  behind  PLUS. 

Television  and  radio  are  often  the 
only  form  of  communication  that  can 
reach  illiterates  consistently  on  a  large 
scale;  it  is  important  that  they  contin- 
ue to  do  so  as  best  they  can.  The  com- 
bination of  national  media  exposure 
and  local  community  efforts  will  help 
the  millions  of  adult  illiterates  to  rec- 
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ognize  their  lack  of  strong  reading  and 
writing  skills  and  become  motivated 
toward  improving  them. 

The  problem  of  illiteracy  is  not  one 
we  were  instrumental  in  creating,  but 
by  virtue  of  our  malign  neglect,  as 
leaders  and  community  members,  we 
have  for  too  long  demonstrated  a  will- 
ingness to  perpetuate  this  form  of  so- 
cietal indifference  and  injustice.  Do  we 
possess  the  character  and  courage  to 
tackle  a  problem  which  so  many  na- 
tions—nations much  poorer  than  our 
own— have  taken  the  initiative  to 
forthrightly  address?  Our  credibility 
as  a  free  society  and  democracy  is  in 
question,  particularly  since  roughly 
one-third  of  adult  America  is  excluded 
from  due  democratic  process  and  the 
ordinary  commerce  of  our  print  socie- 
ty. 

The  chance  of  success  for  whole  gen- 
erations has  been  badly  compromised 
by  illiteracy.  As  leaders  and  concerned 
community  members  we  are  the  privi- 
leged, empowered,  and  morally  com- 
pelled to  reverse  this  growing  trend  of 
illiteracy  in  America.* 


BEYOND  SALT:  ARMS  CONTROL 
BUILT  UPON  DEFENSES 

•  Mr.  GOLDWATER.  Mr.  President, 
few  issues  command  more  attention  in 
this  body  than  those  involving  arms 
control.  Today,  this  Nation  is  at  a  crit- 
ical juncture  in  the  arms  control  proc- 
ess. The  formulas  of  the  past  have 
failed  to  meet  the  expectations  of 
many  people  by  constraining  the  nu- 
clear arms  competition.  Perhaps  more 
dangerously  from  our  perspective, 
these  formulas  have  failed  to  enhance 
stability  by  reducing  the  Soviet  first- 
strike  capabUity.  Moreover,  as  the 
record  of  Soviet  violations  indicates, 
past  arms  control  formulas  have  failed 
to  discourage  cheating,  and  have  pro- 
vided no  satisfactory  means  to  resolve 
these  violations. 

It  is  against  this  background  that 
Our  colleague  from  Indiana.  Senator 
QUATLE.  has  written  a  thoughtful  and 
provocative  article  in  the  Summer 
1986  issue  of  Strategic  Review.  His 
principal  premise— and  one  that  I 
share— is  that  our  arms  control  poli- 
cies must  recognize  the  central  contri- 
bution that  strategic  defenses  can 
make  to  our  deterrent  posture.  Strate- 
gic defenses  not  only  offer  important 
military  capabilities,  but  they  can  also 
contribute  in  a  significant  way  to  the 
achievement  of  the  objectives  that  we 
all  seek  in  arms  reduction  negotia- 
tions. 

Mr.  President.  I  ask  that  the  full 
text  of  Senator  Quayle's  article  be 
printed  in  the  Record  following  these 
remarks.  Senator  Qoayle  had  devel- 
oped a  considerable  expertise  in  the 
areas  of  strategic  forces  and  arms  con- 
trol during  his  tenure  on  the  Armed 
Services  Committee,  and  I  commend 


his  article  to  the  attention  of  my  col- 
leagues. 
The  article  follows: 
Beyond  Salt:  Arms  Control  Built  Upon 
Defenses 
(Dan  Quayle) 
(The  Author:  Elected  to  the  U.S.  Senate  in 
1980,  Senator  Quayle  (R-lnd.)  has  particu- 
larly distinguished  himself  in  the  delibera- 
tions of  that  body  in  the  realms  of  defense 
procurement.  Senate  reform,  job  training 
and  education.  A  member  of  the  Senate 
Armed     Services     Committee,      Senator 
Quayle  in  March  1985  was  named  Chair- 
man of  the  newly  established  Subcommit- 
tee on  Defense  Acquisition  Policy.  Prior  to 
his  election  to  the  Senate,  he  had  served 
two  terms  in  the  House  of  Representa- 
tives.) 

IN  BRIEF 

Even  a  formal  demise  of  SALT  may  not 
guard  against  a  repetition  of  its  mistakes, 
captivated  as  arms  control  thinking  in  the 
United  States  has  become  by  the  assump- 
tions of  Mutual  Assured  Destruction.  Espe- 
cially in  light  of  the  lessons  of  SALT,  a  new 
arms  control  approach,  to  be  viable,  will 
have  to  be  guided  by  four  criteria.  First,  it 
must  proceed  from  the  principle  and  fact  of 
defenses,  rather  than  the  past  preoccupa- 
tion with  limitations  on  offensive  forces. 
Second,  it  must  be  aimed  at  preventing  first- 
strike  postures  and  incentives.  Third,  agree- 
ments must  be  cast  in  order  to  encourage 
compliance  and  discourage  cheating.  Final- 
ly, they  should  be  designed  to  facilitate  of- 
fensive arms  reductions  through  enhanced 
weapons  survivability  and  improved  com- 
mand and  control.  The  overriding  objective, 
however,  must  be  to  harness  the  arms  con- 
trol process  to  the  logic  of  strategic  defenses 
in  the  nuclear  age. 

If  living  in  the  past  deprives  one  of  a 
decent  future,  the  current  debate  over  ad- 
herence to  SALT  is  doubly  threatening.  Not 
only  might  this  dispute  be  decided  in  favor 
of  our  persisting  in  an  arms  control  vision 
that  has  failed  but,  more  important,  even  its 
demise  might  not  prevent  a  possible  replay 
of  its  errors.  The  reason  is  simple:  For  the 
last  two  decades.  SALT  and  its  faith  in 
Mutual  Assured  Destruction  (MAD)  have 
been  what  arms  control  has  been  all  about. 

Yet,  it  is  precisely  because  of  this  identifi- 
cation, as  well  as  continued  public  interest 
in  pursuing  arms  negotiations,  that  there  is 
a  need  to  establish  new  criteria  for  arms 
control.  These  criteria,  which  themselves  re- 
flect on  the  critical  failures  of  SALT,  are 
the  following: 

1.  Establish  a  clear  focus  on  the  effect  of 
defenses  (and  not  merely  offensive  forces) 
on  the  military  balance. 

2.  Reduce  incentives  for  first-strike  pos- 
tures. 

3.  Discourage  cheating. 

4.  Encourage  arms  reductions  through  the 
enhancement  of  weapons  survivability  and 
command  and  control. 

MAD  AND  THE  U.S.  DEFENSE  MYOPIA 

The  first  criterion  is  overriding.  Indeed, 
failure  to  consider  the  effect  which  de- 
ployed defenses  exert  on  the  strategic  bal- 
ance was  SALT'S  fatal  flaw— one  which  un- 
derlay all  its  other  failings. 

A  key  premise  behind  SALT  was  that  nei- 
ther side  would  acquire  significant  strategic 
defenses  once  arms  control  was  agreed  to. 
These  constraints  on  defenses  were  critical 
in  U.S.  negotiators'  eyes  to  assure  that  both 
superpowers  remained  vulnerable  to  attack. 
With  such  vulnerability  assured,  they  rea- 


soned, neither  side  would  feel  compelled  to 
build  more  and  more  weapons.  Instead, 
equal  limits  on  offensive  arms  could  be 
agreed  to,  and  these  limits  could  then  be 
lowered  in  future  arms  agreements. 

On  the  same  day  the  SALT  I  Agreement 
on  Offensive  Forces  was  signed  in  1972,  the 
ABM  Treaty  was  signed  as  well.  In  fact, 
these  arms  limitations  represented  two  sides 
of  the  same  coin.  As  Henry  Kissinger  ex- 
plained at  the  time: 

By  setting  a  limit  to  ABM  defenses  the 
treaty  not  only  eliminates  one  area  of  po- 
tentially dangerous  defensive  competition, 
but  it  reduces  the  incentive  for  continuing 
deployment  of  offensive  systems.  As  long  as 
it  lasts,  offensive  missile  forces  have,  in 
effect,  a  free  ride  to  their  targets. 

The  goal  was  to  assure  both  sides  the  abil- 
ity to  answer  any  nuclear  attack  with  an  un- 
acceptably  destructive  reply.  Such  Mutual 
Assured  Destruction  (MAD)  would  be  ac- 
complished by  two  steps.  First,  strategic  de- 
fenses would  be  constrained  so  that  even  a 
small  number  of  missiles  surviving  an  attack 
could  be  certain  of  penetrating  to  the  at- 
tacker's territory  and  inflicting  massive 
damage.  Second,  offensive  weapons  would 
be  reduced  so  that  there  would  be  too  few  to 
destroy  many  military  targets  but  more 
than  enough  to  wipe  out  most  of  the  oppo- 
nent's cities. 

By  this  logic,  the  ABM  Treaty  was  paired 
with  the  SALT  I  Agreement  on  Offensive 
Forces.  Later  followed  a  negotiated  protocol 
to  the  ABM  Treaty  which  reduced  the 
number  of  ABM  sites  permitted  to  both 
sides  from  two  to  one.  Finally  SALT  II  was 
negotiated  and  signed,  but  never  ratified  by 
the  U.S.  Senate. 

In  theory,  all  of  this  seemed  to  make 
sense.  There  were  but  two  problems.  First, 
the  Soviets  never  accepted  MAD— in  fact, 
one  can  speculate  that  they  probably  be- 
lieved all  along  that  the  concept  was  accu- 
rately described  by  its  acronym.  Second, 
they  entered  the  ABM  Treaty  not  because 
they  disbelieved  in  the  viability  and  value  of 
strategic  defenses  in  the  missile  age— let 
alone  were  willing  to  foresake  pursuit  of 
such  defenses— but  on  the  assumption  that 
the  treaty  would  give  them  an  ultimate  edge 
in  that  arena. 

The  U.S.  decisionmakers  at  the  time  re- 
fused to  recognize  Soviet  motivations  and 
intentions,  but  they  should  have  come  as  no 
surprise.  In  1967,  just  prior  to  the  SALT  I 
talks.  Soviet  Prime  Minister  Aleksei  Kosy- 
gin  made  it  clear  that  the  Soviet  Union  in- 
tended to  protect  itself  against  strategic  at- 
tacks. In  retrospect,  his  statements  in  Feb- 
ruary and  June  of  that  year  came  close  to 
the  language  used  sixteen  years  later  by 
President  Reagan  in  his  summons  to  a  Stra- 
tegic Defense  Initiative.  Kosygin  argued: 

...  A  defensive  system,  which  prevents 
attack,  is  not  a  cause  of  the  arms  race  but 
represents  a  factor  preventing  the  death  of 
people. 

...  If,  instead  of  building  and  deploying 
an  anti-ballistic  missile  system,  the  money  is 
used  to  build  up  offensive  missile  systems, 
mankind  will  not  stand  to  gain  anything.  It 
will,  on  the  contrary,  face  a  still  greater 
menace  and  will  come  still  closer  to  war. 

Beyond  these  elementary  considerations, 
however,  the  Soviets  saw  in  strategic  de- 
fenses the  road  to  enhanced  Soviet  military 
power.  Three  years  before  the  SALT  talks. 
Major  Genral  Nikolai  Talensky  had  ex- 
plained that  "the  creation  of  an  effective 
anti-missile  system  enables  the  state  to 
make  its  defenses  dependent  chiefly  on  its 
own  possibilities,  and  not  only  on  mutual 
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deterrence— that  is,  on  the  goodwill  of  the 
other  side. "  This  point  was  made  even  more 
explicitly  in  the  Soviet  General  Staff  jour- 
nal. Military  Thought,  where,  in  a  featured 
article  in  1967,  it  was  argued  that  "a  most 
Important  factor  which  makes  it  possible  to 
accomplish  the  task  of  changing  the  correla- 
tion of  forces  in  one's  own  favor  is  anti-air 
defense  (anti-missile  and  anti-space)." 

The  Soviets,  of  course  signed  the  ABM 
Treaty.  They  did  so,  however,  not  because 
they  subscribed  to  MAD,  but  because  they 
calculated  that  the  treaty  would  have  the 
effect  of  slowing  U.S.  ABM  efforts  far  more 
significantly  than  constraining  their  own  ef- 
forts. They  knew  that  their  ABM  program 
in  the  late  1960s  lagged  behind  U.S.  ABM 
advances  by  some  fifteen  years.  They  saw 
the  treaty  as  giving  them  the  cushion  of 
time  to  catch  up,  recognizing  that  in  the 
meantime,  even  under  the  treaty's  con- 
straints, they  could  continue  to  deploy  an 
ABM  system  around  Moscow,  as  well  as  air 
defenses,  a  civil  defense  program,  and  pas- 
sive defensive  measures  such  as  the  harden- 
ing of  of  command  bunkers  and  missile  silos. 
The  Soviet's  motives  are  beyond  specula- 
tion. In  1967  and  1968  published  Soviet  mili- 
tary analyses  conceded  that  Soviet  ballistic 
missile  defense  capabilities  were  practically 
nil.  while  the  Nike-X  ABM  system  under  de- 
velopment in  the  United  States,  once  de- 
ployed, could  dramatically  change  the  "cor- 
relation of  forces"  in  the  U.S.  favor.  Nor  did 
the  Soviets  go  to  great  pains  to  hide  their 
intentions  in  the  negotiations  process.  Coin- 
cident with  the  ABM  Treaty's  ratification. 
Minister  of  Defense  Marshal  Andrei 
Grechko  made  a  point  of  noting  that  it  "im- 
poses no  limitation  on  the  performance  of 
research  and  experimental  work  aimed  at 
resolving  the  problem  of  defending  the 
country  against  nuclear  missile  attack. 

After  1972  Soviet  investment  in  strategic 
defenses  continued  apace— to  the  point 
where,  by  the  early  1980s,  it  probably  ex- 
ceeded their  expenditures  for  offensive  stra- 
tegic arms.  Whereas  in  the  1960s  the  com- 
parative allocation  to  ballistic  missile  de- 
fense development  in  the  United  States  and 
the  Soviet  Union  came  to  an  estimated  2-to- 
1  in  America's  favor,  by  1980  that  ratio  had 
shifted  to  roughly  5-to-l  in  favor  of  the  So- 
viets. 

Finally,  although  the  Soviets  said  less 
about  the  role  of  strategic  defenses  after 
the  signing  of  the  ABM  Treaty,  what  they 
did  say  was  disturbingly  clear.  In  1976.  for 
example.  Marshal  G.V.  Zimin,  Chief  of  the 
Military  Academy  of  the  PVO  Strany  (a  sep- 
arate military  service  dedicated  to  providing 
strategic  defense)  wrote  as  follows: 

.  .  .  Now  victory  or  defeat  In  war  has 
become  dependent  on  how  much  the  state  Is 
in  a  position  to  reliably  defend  the  Impor- 
tant objects  on  Its  territory  from  the  de- 
struction of  strikes  from  air  or  space. 

The  enormous  destructive  power  of  nucle- 
ar warheads  raises  the  necessity  of  destroy- 
ing all  targets  without  exception,  which  ac- 
complish a  breakthrough  into  the  Interior 
of  the  country  from  air  or  space. 

All  of  these  conditions  put  before  the  air 
defense  complex  and  responsible  tasks,  the 
resolution  of  which  will  be  determined  by 
the  ability  to  repulse  strikes  not  only  of  aer- 
odynamic but  also  of  ballistic  means  of 
attack. 

The  Soviets,  then,  never  accepted  the  con- 
cept of  mutual  deterrence  through  mutual 
vulnerability.  Their  rejection,  however, 
never  applied  a  brake  to  the  continued  pur- 
suit of  that  theory  by  the  United  States. 
Whereas   the   Soviets   deployed   extensvle 


strategic  air  defenses,  we  dismantled  ours. 
Whereas  they  developed  and  deployed  two 
separate  generations  of  ABM  systems,  we 
dlsmtintled  our  first  and  only  system. 
Whereas  they  developed  anti-tactical  missile 
systems,  such  as  the  SA-10  and  SA-12,  capa- 
ble against  some  U.S.  strategic  ballistic  mis- 
siles, we  cancelled  our  original  plans  to  give 
U.S.  anti-aircraft  missile  systems  such  capa- 
bilities. Finally,  while  they  continued  to 
harden  their  military  assets  and  to  train 
their  population  in  civil  defense,  the  United 
States  stopped  all  substantial  hardening  of 
its  silos  by  the  early  1970s  and  virtually 
abandoned  its  civil  defense  program. 

Added  to  the  absurdity  of  this  asymmetry 
was  the  continued  U.S.  faith  in  pursuing 
equal  limits  on  offensive  arms  under  SALT. 
While  the  Soviets  deployed  several  thou- 
sands air-defense  interceptor  planes,  nearly 
10,000  air-defense  radars,  and  over  10,000 
surface-to-air  missile-launchers— and  U.S. 
air  defenses  became  virtually  nonexistent— 
the  United  States  nevertheless  bargained  in 
SALT  II  for  equal  sublimits  on  heavy  bomb- 
ers and  air-launched  cruise  missile  carriers. 
We  also  saw  merit  in  equal  sublimits  on 
MIRVed  submarine  ballistic  missile  launch- 
ers and  MIRVed  land-based  ballistic  mis- 
siles—even though,  again,  the  United  States 
had  virtually  no  active  defenses  against 
these  weapons,  while  the  Soviets  either  de- 
ployed or  were  developing  extensive  active 
and  passive  defenses. 

By  our  ignoring,  or  wishing  away,  the 
impact  of  deployed  defenses  on  the  military 
balance,  these  "equal"  SALT  limits  were 
anything  but  equal  in  their  effect.  Consider 
SALT'S  equal  sublimits  on  slow,  second- 
strike  weapons  such  as  bombers  and  cruise 
missiles.  Given  the  Soviets'  superior  air  de- 
fenses, all  the  equal  limits  accomplished  was 
to  exaggerate  existing  asymmetries. 

In  order  for  this  pitfall  to  be  averted  in 
the  future,  defenses  must  be  integrally  fac- 
tored into  proposed  arms  control  limits.  We 
should  make  it  axiomatic  that  the  number 
of  offensive  systems  of  a  given  type  on 
either  side  be  tied  to  the  level  of  defenses 
deployed  against  them.  Especially  since  U.S. 
defenses  are  weak  or  nonexistent,  arms  limi- 
tations undertaken  for  the  sake  of  "bal- 
ance" and  "stability"  should  be  designed  to 
permit  the  strengthening  of  defenses  rather 
than  the  bolstering  of  offensive  forces  on 
either  side. 

The  Soviets  recognize  only  too  keenly  the 
military  value  of  defenses.  It  is  critical  that 
we  recognize  that  value  as  well,  and  that  we 
convey  to  the  Soviets  very  bluntly  that  arms 
reductions  in  the  future  will  be  dependent 
upon  our  deployment  of  defenses.  If  we 
really  want  to  see  offensive  arms  reduced 
and  to  deny  the  Soviets  confidence  in  their 
first-strike  capabilities,  then  capable  de- 
fenses are  in  sine  qua  non  both  for  secure 
force  postures  and  for  sensible  arms  limita- 
tions. 

THE  CRITERION  OF  PREVENTING  FIRST-STRIKE 

This,  then,  brings  us  to  the  second  crite- 
rion: that  arms  agreements  should  reduce 
the  likelihood  of  war— or,  conversely,  that 
they  should  not  permit  leeway  for  either 
side  to  aspire  to  a  first-strike  posture.  SALT 
clearly  failed  this  criterion.  That  it  did. 
however,  was  itself  largely  due  to  the  casual 
approach  to  defenses. 

As  was  noted,  Kissinger  believed  that, 
with  the  limits  imposed  on  ballistic  missile 
defenses,  the  Incentive  for  continued  de- 
ployment of  offensive  systems  would  be  re- 
duced, since  they  would  enjoy  "a  free  ride  to 
their  targets."  SALT  I  was  seen  as  the  first 
step  in  this  offensive  arms  limitation  proc- 


ess. It  basically  froze  the  number  of  ballistic 
missile  launchers  at  1972  levels. 

SALT  II  thereupon  was  supposed  to  plow 
real  reductions  into  those  offensive  forces. 
As  the  U.S.  SALT  negotiator  Gerard  Smith 
explained:  "I  think  they  [the  Soviets]  are 
interested  in  getting  a  more  definitive  mis- 
sile limitation  than  at  present.  ...  I  have 
reason— I  have  hope  that  they  will  reduce 
the  numbers  and,  perhaps,  enter  into  some 
sort  of  qualitative  limitations  affecting  size, 
yes,  throw-weight."  As  in  the  case  of  U.S. 
hopes  concerning  strategic  defenses,  howev- 
er, the  Soviets  did  not  accommodate.  In- 
stead they  strove  to  expand  their  military 
advantage. 

The  United  States  tried  in  SALT  II  to 
apply  limitations  to  more  than  just  missile- 
launchers.  Thus,  for  example,  the  U.S. 
hoped  for  a  curtailment  of  heavy  missiles. 
Yet,  the  Soviets  resisted,  and  with  good 
reason.  In  1972.  when  the  SALT  I  Agree- 
ment basically  froze  the  number  of  missile- 
launcher  forces  on  both  sides,  the  Soviets 
coRunanded  a  strategic  force  of  missiles 
much  heavier  than  those  deployed  by  the 
United  States,  but  almost  entirely  consisting 
of  single-warhead  systems.  They  knew  that, 
with  SALT  limits  focused  primarily  on 
launchers,  they  could  multiply  their  capa- 
bility by  MIRVing  their  heavy  missiles. 

In  1972,  the  Soviet  Union  possessed  no 
more  than  1,500  warheads  on  their  land- 
based  missiles  forces.  Today  that  number  is 
approximately  6,500  warheads— almost  all 
highly  accurate,  hard-target  "silo-busters. " 
The  ICBM  warhead  inventory  of  the  United 
States  meanwhile  has  remained  static.  The 
reasons  for  this  disparity  are  clear  in  retro- 
spect. First.  U.S.  policymakers  felt  that  ad- 
ditional warhead  limits  were  not  needed  be- 
cause sooner  or  later  the  Soviets  would  em- 
brace the  wisdom  of  MAD,  stop  their  build- 
up of  offensive  systems  and  seek  reductions. 
The  second  reason  was  physical:  the  United 
States  could  not  aim  at  substantial  increases 
in  its  stockpile  of  warheads  because  by  1979 
the  U.S.  force  consisted  of  much  smaller 
missiles  that  already  were  highly  fractionat- 
ed. 

In  1972  there  were  approximately  2,000 
ICBM  warheads  in  the  U.S.  inventory. 
Today  the  number  is  virtually  the  same. 
Meanwhile,  however,  within  the  SALT  "con- 
straints" the  Soviets  have  amassed  a  ratio  of 
over  five  prompt  ICBM  silo-busting  war- 
heads to  every  U.S.  hard  target,  while  the 
comparable  U.S.  warhead  inventory  cannot 
even  match  the  number  of  Soviet  missile 
silos. 

Should  we  continue  to  adhere  to  SALT, 
this  trend  will  only  worsen.  By  1990  the  So- 
viets may  be  able  almost  to  double  their  bal- 
listic missile  warhead  inventory.  By  contrast 
the  United  States  would  have  to  reduce  its 
inventory  by  at  least  200  to  allow  for  the  re- 
placement of  old,  highly  fractionated  mis- 
siles with  newer,  less  fractionated  ones— as, 
for  example,  in  the  substitution  of  Trident 
D-5  for  Poseidon  systems. 

The  Soviets  did  not  "merely "  accomplish 
first-strike  advantages  under  SALT:  they 
also  managed  to  dampen  the  best  U.S. 
means  of  reUliation.  Specifically,  In  order 
to  secure  SALT  Us  limits  on  ballistic  mis- 
siles, the  United  States  yielded  to  Soviet 
pressure  to  restrict  the  one  U.S.  weapon 
system— long-range  air-launched  cruise  mis- 
sUes  (ALCMs)— that  is  ideal  for  deterring  a 
Soviet  attack.  ALCMs  are  slow.  These  are 
not  first-strike  weapons,  but  are  best  suited 
for  retaliatory  strikes.  Moreover,  if  fitted 
with  advanced  guidance  systems  and  con- 
ventional warheads,  they  can  be  substituted 
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for  nuclear  weapons  in  important  missions. 
Most  significant,  the  more  ALCMs  are  de- 
ployed by  the  United  States,  the  more  the 
Soviets  must  invest  in  air  defenses  at  the  ex- 
pense of  offensive  weapons  capable  of  strik- 
ing the  United  States  or  its  allies.  Undoubt- 
edly it  was  in  light  of  these  considerations 
that  the  Soviets  demanded  that  SALT  se- 
verely limit  ALCM-carrying  bombers.  The 
consequence  is  that,  under  SALT  II,  of  the 
U.S.  force  of  257  bombers  only  120  are  per- 
mitted to  carry  long-range  ALCMs.  For 
every  bomber  beyond  that  number  to  be 
fitted  with  ALCMs,  the  United  SUtes  would 
have  to  eliminate  one  multi-warheaded  bal- 
listic missile  launcher. 

"Limits"  that  encourage  a  disadvanta- 
geous competition  in  first-strike  weapons, 
and  that  repress  our  competitive  advantage 
in  second-strike  weapons  systems,  only  in- 
crease the  Soviets'  incentive  to  threaten 
attack.  This  is  the  last  thing  than  any  arms 
agreement  should  do.  Future  negotiations 
must  be  aimed  at  redressing  this  horrendous 
legacy  of  SALT  by  focusing  reductions  and 
constraints  on  prompt,  hard-target  weapons 
systems,  while  even  loosening  the  limits  on 
such  second-strike  systems  as  ALCMs.  At 
the  very  minimum,  the  dangerous  yardstick 
of  missile-launchers  must  be  replaced  by 
more  meaningful  denominators  and  incen- 
tives of  "balance." 

THE  CRITERION  OF  COMPLIANCE 

This  brings  us  to  the  third  criterion— that 
agreements  be  designed  to  encourage  com- 
pliance and  to  deter  cheating.  Probably 
more  had  been  said  about  the  failure  of 
SALT  in  this  respect  than  any  other.  Yet, 
all  too  few  commentors  have  linked  this 
failure  to  the  MAO  assumptions  concerning 
the  prohibition  of  defenses  and  the  inevita- 
bility of  offensive  reductions. 

The  linkage  is  significant.  Because  it  was 
hoped  that  restrictions  on  defense  would 
lower  incentives  on  both  sides  to  build  more 
offensive  systems,  the  assumption  took  hold 
that  the  precise  number  of  offensive  sys- 
tems available  to  either  side  would  not 
really  matter— that  eventually  those  sys- 
tems would  be  scaled  down.  As  Kissinger  ex- 
plained, with  ABM  limits  in  place,  each  side 
would  be  so  open  to  attack  that  "beyond  a 
certain  level  of  sufficiency,  differences  in 
[offensive  systems]  numbers  are  therefore 
not  conclusive." 

This  perspective  spilled  into  the  language 
of  the  SALT  agreements  themselves.  Al- 
though detailed  restrictions  of  the  number, 
size  and  payload  of  missiles  on  both  sides 
would  have  been  preferable,  it  was  deemed 
adequate  to  place  limits  on  missile-launch- 
ers and  to  impose  only  vague  restrictions  on 
the  quality  and  potency  of  the  missiles 
themselves.  After  all,  how  well  SALT  pro- 
tected against  the  development  of  modern- 
ized missiles  did  not  seem  important  if  the 
Soviets  were  assumed  to  have  no  incentive 
to  produce  them.  What  mattered  more,  in 
the  context  of  verification,  was  a  clear  yard- 
stick for  measuring  compliance— i.e.,  missile- 
launchers.  Nearly  every  other  SALT  limit, 
in  the  face  of  Soviet  resistance,  was  poorly 
defined. 

Another  consequence  of  this  mindset  was 
that  the  monitoring  of  SALT  provisions 
beyond  launcher  limitations  in  effect 
became  hostage  to  the  Soviets'  good  faith. 
Simply  by  increasing  telemetric  encryption, 
for  example,  the  Soviets  were  able  to  ob- 
struct almost  entirely  the  U.S.  ability  to 
verify  their  compliance  with  the  SALT  II 
restrictions  on  missile  modernization. 

Finally,  there  was  a  general  presumption 
that  the  Soviets  would  recognize  it  to  be  in 


their  best  interest  to  comply  with  SALT.  As 
a  consequence,  the  only  mechanism  provid- 
ed in  SALT  to  deal  with  compliance  prob- 
lems was  a  Standing  Consultative  Commis- 
sion. This  commission  could  receive  com- 
plaints, but  had  no  power  to  resolve  them. 
The  only  way  compliance  could  be  enforced 
in  disputed  cases  was  for  the  aggrieved 
party  to  threaten  abrogation  of  the  agree- 
ment or  treaty  itself. 

SALT,  then,  combined  the  worst  of  all 
worlds  with  respect  to  the  compliance 
factor.  The  presumption  that  compliance 
would  obtain— or  that,  at  least,  violations 
would  not  matter  heavily— was  tragically 
mistaken.  The  Soviets  did  violate:  the  viola- 
tions did  make  a  difference  in  the  strategic 
balance:  and  they  proved  difficult  to  chal- 
lenge, let  alone  to  redress. 

In  the  future,  arms  control  agreements 
must  incorporate  incentives  for  compliance 
stronger  than  incentives  to  violate.  A  partial 
answer,  beyond  more  rigorous  definitions  of 
limits  and  restrictions,  may  lie  in  the  princi- 
ple of  self-regulation  implicit  in  "self-de- 
fense-zone" arrangements  recently  proposed 
for  space.  One  might  also  try  to  tie  explicit- 
ly the  deployment  of  systems  that  can  be 
detected  to  proof  of  the  existence  of  other, 
less  detectable  systems  or  measures. 

For  any  of  these  methods  to  be  of  much 
value,  however,  the  agreement  itself  should 
be  inherently  tolerant  of  violation  disputes. 
If  violating  the  agreement  would  result  in  a 
significant  increase  in  one  or  the  other 
side's  military  power  or  a  major  diplomatic 
crisis,  the  agreement  itself  should  be  consid- 
ered part  of  the  problem.  This  again  recom- 
mends the  need  for  active  and  passive  stra- 
tegic defenses  as  a  hedge  against  violations 
and  possible  treaty  breakouts. 

THE  CRITERION  OF  INCENTIVES  FOR  REDUCTIONS 

We  now  come  to  the  last  criterion:  that 
arms  agreements  should  encourage  offen- 
sive arms  reductions  by  enhancing  weapons 
survivability  and  improved  command  and 
control. 

SALT  never  addressed  this  criterion  and 
actually  worked  to  undermine  it.  It  did  so  in 
two  ways.  First,  the  champions  of  SALT 
denigrated  the  entire  notion  that  nuclear 
weapons  be  used  to  target  the  other  side's 
weapons.  They  key  to  the  'balance"  to  be 
fashioned  by  SALT  was  to  be  the  recogni- 
tion by  both  the  United  States  and  the 
Soviet  Union  that,  irrespective  of  what 
either  might  undertake  to  attack  the  other, 
it  could  not  preempt  or  prevent  the  oppo- 
nent's ability  to  inflict  retaliatory  blows 
amounting  to  hundreds  of  millions  of  civil- 
ian casualties  for  the  offender.  Enhancing 
weapons  survivability  was  virtually  the  last 
concern  in  SALT. 

Second,  because  the  compliance  issue  in 
SALT  focused  on  missile-launchers,  most  of 
which  could  still  be  spotted  and  counted  by 
"national  technical  means,"  a  dim  view  was 
taken  of  mobile  missile  systems,  which 
could  not  be  thus  monitored.  Further  de- 
ployments of  Soviet  mobile  SS-16  missile- 
launchers  were  banned,  as  were  deploy- 
ments of  long-range  cruise  missile  before 
December  1981.  MIRVed  cruise  missiles 
were  prohibited  altogether.  As  we  have 
noted,  severe  limits  were  placed  on  numbers 
of  air-launched  cruise  missile  carriers,  and 
specific  provisions  were  drafted  to  make 
these  carriers  clearly  distinguishable  from 
ordinary  bombers.  Finally,  a  dual  conven- 
tional-nuclear capability  for  ALCMs  was  dis- 
couraged by  requiring  all  such  systems  to  be 
counted  as  if  they  were  nuclear. 

Ultimately,  none  of  these  restrictions 
proved  adequate,  and  it  is  doubtful  whether 


they  were  worth  the  effort  of  drafting  in 
the  first  place.  Mobility,  after  all,  imposes 
on  the  enemy  an  increase  in  the  number  of 
target-points  at  which  he  must  aim.  In 
terms  of  survivability,  therefore,  mobile 
missiles  substitute  for  greater  numbers  of 
static  missiles.  It  is  thus  elementary  that 
mobility  can  serve  the  ends  of  arms  reduc- 
tions and  should  be  encouraged  within 
limits,  notwithstanding  the  complications  it 
may  present  to  the  verification  process. 

Moreover,  mobile  missile-launchers  could 
help  the  transition  to  the  primacy  of  strate- 
gic defenses  in  two  ways.  Not  only  could 
they  justify  reductions  in  offensive  forces, 
but  they  could  also  help  increase  the  effec- 
tiveness of  early,  active  defense  systems 
which  are  expected  to  be  preferential— i.e., 
concentrated  to  protect  a  particular  aim 
point  in  a  manner  unknown  to  the  attacker, 
thereby  compounding  his  uncertainty  prob- 
lem. 

By  the  same  token,  improvements  in  com- 
mand, control,  communications  and  intelli- 
gence (CI)  offer  an  even  greater  force  mul- 
tiplier than  mobile  missiles.  The  better  and 
more  survivable  is  command  and  control, 
the  fewer  the  weapons  that  are  needed  to 
perform  a  given  mission,  and  the  lower  are 
the  risks  of  false  alarms  and  accidental 
launch.  Again,  inasmuch  as  C=I  would  con- 
stitute priority  protection  for  strategic  de- 
fenses, this  emphasizes  their  role  in  under- 
pinning reductions  in  offensive  systems. 

THE  CRITERIA  APPLIED  TO  CURRENT  PROPOSALS 

Giving  due  consideration  to  the  effects  of 
defenses  on  the  military  balance,  reducing 
the  Soviets'  incentive  to  strike  first,  discour- 
aging cheating  and  enhancing  compliance, 
and  encouraging  arms  reductions  by  improv- 
ing weapons  survivability  and  their  com- 
mand and  control— these  are  the  four  crite- 
ria by  which  new  arms  control  proposals 
should  be  judged.  Do  current  U.S.  proposals 
meet  those  criteria? 

The  answer,  unfortunately,  is  uncertain. 
Both  the  INF  and  START  proposals  of  the 
United  States  appear  to  be  aimed,  like 
SALT,  at  roughly  equal  levels  in  offensive 
systems,  without  due  consideration  of  the 
superiority  of  Soviet  passive  and  active  de- 
fenses against  theater  and  strategic  systems. 
Both  proposals  call  for  deep  cuts  in  offen- 
sive forces,  but  it  is  not  clear  that  these  re- 
ductions would  reduce  the  likelihood  of 
Soviet  first-strike  capabilities,  given  the  So- 
viets' superior  ability  to  defend  against  a 
Western  retaliatory  attack,  as  well  as  the 
number  of  U.S.  targets  that  our  proposals 
themselves  would  remove  from  the  Soviet 
target  lists. 

Also,  both  proposals  seem  bare  of  any  new 
methods  to  ensure  compliance— even 
though  with  deep  cuts  the  risks  associated 
with  violations  or  "breakout"  rise  commen- 
surately.  This  concern  is  significant.  The 
Soviets  have  designed  their  missile  launch- 
ers to  fire  additional  missiles,  or  "reloads." 
Precisely  how  many  such  'reloads"  there 
might  be  deployed  or  in  covert  production  is 
difficult  to  determine— and  becomes  a  ques- 
tion of  heightened  concern  with  deeper 
arms  reductions. 

Similarly,  the  effectiveness  of  the  Soviet 
nuclear  force  could  be  multiplied  with  im- 
provements in  accuracy  that  are  virtually 
impossible  to  verify  effectively  or  prevent. 
Instead  of  requiring  three  warheads  to  de- 
stroy every  hard  target,  for  example,  with 
increased  precision  missile  guidance  the  So- 
viets could  reduce  that  requirement  to  two 
warheads,  and  ultimately  to  one.  And  they 
could   accomplish   this  in  many  cases  by 
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modernizing  only  the  reentry  vehicle,  not 
the  missile  itself.  Again,  deep  cuts  in  offen- 
sive launchers  and  warheads  only  increase 
the  risks  associated  with  not  identifying 
these  activities. 

In  the  case  of  theater  arms  control,  such 
verification  problems  are  even  more  acute. 
The  key  rea-son  is  that  not  only  intermedi- 
ate-range Soviet  SS-20  missiles  and  U.S. 
Pershing-2s  and  GLCMs  are  to  be  limited, 
but  also  shorter-range  Soviet  systems  such 
as  the  SS-21,  SS-22  and  SS-23.  Unlike  the 
SS-20,  these  missiles  are  dual-capable,  are 
assigned  to  Soviet  military  units  much  as  ar- . 
tillery,  require  no  prepared  launch  sites,  and 
can  be  moved  and  ref  ired  within  minutes. 

Moreover,  because  these  "shorter-range" 
missiles  can  potentially  reach  targets  within 
ranges  of  up  to  1,000  kilometers— and  by  the 
1990s  are  expected  to  command  accuracies 
of  within  50  feet— it  is  quite  likely  that, 
armed  with  chemical  and  improved  conven- 
tional warheads,  they  could  destroy  virtual- 
ly all  of  NATO's  key  military  assets  that 
heretofore  were  assigned  to  nuclear  war- 
heads. The  upshot  of  this  is  that  even  if  an 
agreement  were  reached  whereby  the  Sovi- 
ets would  dismantle  their  SS-20s,  and  they 
denuclearized  their  dual  capable  SS-21s, 
SS-22S  and  SS-23s,  they  could  still  effective- 
ly threaten  virtually  all  important  targets 
with  these  shorter-range  systems. 

In  the  case  of  U.S.  proposals  on  strategic 
arms,  serious  consideration  apparently  has 
been  given  to  the  idea  of  purchasing  Soviet 
offensive  cuts  in  exchange  for  a  U.S.  pledge 
not  to  deploy  defenses  for  a  specified 
number  of  years.  Rather  then  encouraging 
strategic  defenses,  this  would  have  the 
effect  of  delaying,  perhaps  indefinitely,  any 
U.S.  defense  deployments. 

Finally,  the  U.S.  strategic  arms  proposal 
would  ban  mobile  missiles.  This  may  make 
sense  in  the  short  term,  since  the  United 
States  does  not  yet  have  a  mobile  missile  of 
strategic  range  and  is  experiencing  difficul- 
ty in  locating  mobile  Soviet  system.  Yet,  In 
the  longer  run  such  a  ban  would  foreclose 
any  U.S.  option  of  mobile  missiles  of  its 
own.  In  this  regard,  the  strict  limit  of  1,500 
ALCMs  contained  in  the  U.S.  proposal  also 
may  be  contrary  to  our  Interests,  for  reasons 
that  have  been  outlined  above. 

More  generally  the  bitter  lessons  of  the 
past  must  be  pondered  more  carefully  as  we 
pursue  arms  control  beyond  SALT  II.  It 
would  appear  that  whatever  course  we  take 
will  have  to  be  based  on  defenses.  Not  only 
will  we  have  to  exploit  active  and  passive  de- 
fenses In  our  efforts  to  redress  the  military 
imbalance  we  currently  face,  but  we  may 
have  to  resign  ourselves  to  arms  agreements 
much  more  modest  In  scope  than  In  the 
past.« 


ing  and  production  of  products  in  the 
United  States  despite  the  attraction  of 
lower  cost  production  overseas  and  the 
very  seductive  benefits  of  foreign 
credit  assistance  and  facilities. 

Mr.  President,  Winer  Industries,  has 
its  national  headquarters  in  Paterson, 
NJ,  where  Bob's  father  started  the 
family  business  almost  50  years  ago. 
His  father  came  to  these  shores  with- 
out knowing  what  was  ahead.  But  he 
had  a  deep  belief  that  America  was 
the  country  in  which  he  wanted  to  live 
and  bring  up  his  family.  Winer  Indus- 
tries now  employs  more  than  1,000 
people  from  Paterson,  NJ,  to  Tennes- 
see and  Arizona.  Winer  Industries  is  a 
company  which  exemplifies  not  only 
good  business  leadership,  but  commu- 
nity leadership  as  well.  That  is  be- 
cause Bob  Winer  made  it  his  personal 
mission  to  train  and  employ  those 
without  the  career  choices  higher  edu- 
cation affords. 

In  cities  across  America,  company 
after  company  has  deserted  the  urban 
setting  in  which  they  started.  But  Bob 
Winer  has  resisted  this  temptation.  In- 
stead, he  has  created  a  modern  facili- 
ty, employing  people  in  productive 
labor  near  their  homes  and  families. 

Winer  Industries  produces  competi- 
tive, high  quality  products  because  the 
spirit  of  its  employees  and  manage- 
ment combined  leads  to  production  of 
the  best  products  in  their  price  line 
that  customers  can  buy.  As  a  result, 
Winer  Industries  was  selected  as  one 
of  the  100  best  suppliers  of  12,000  that 
service  Sears  Roebuck  &  Co.  This 
award  brought  credit  to  the  company 
and  its  workers  and  reflects  the  deter- 
mination of  Bob  Winer  to  continue 
the  legacy  his  father  left  behind.  His 
mission  is  to  be  competitive  in  his  in- 
dustry, but  to  treat  his  employees  and 
customers  fairly,  and  to  reinvest  in  fa- 
cilities and  new  products  to  continue 
the  family  dream. 

^  All  of  us  in  New  Jersey  take  pride  in 
Bob  Winer's  accomplishments  and 
business  leadership  and  wish  him  con- 
tinued good  health,  happiness  and  suc- 
cess. I  am  pleased  to  call  him  my 
friend.* 


CONGRATULATIONS  TO  ROBERT 
WINER  ON  HIS  60TH  BIRTHDAY 
•  Mr.  LAUTENBERG.  Mr.  President, 
on  September  29,  Robert  Winer,  a 
close  personal  friend  and  longtime 
resident  of  Paterson.  NJ.  will  celebrate 
his  60th  birthday.  Today  I  want  to 
offer  him  my  congratulations. 

Besides  our  personal  friendship.  I 
offer  special  recognition  to  Bob  Winer 
today  because  of  the  contributions  he 
has  made  to  Paterson,  my  birthplace, 
and  to  the  State  of  New  Jersey.  Bob 
Winer  believes  deeply  in  our  democrat- 
ic system.  He  supports  that  commit- 
ment by  maintaining  the  manufactur- 


ABORTION  AND  INFORMED 
CONSENT:  CONNECTICUT 

•  Mr.  HUMPHREY.  Three  of  the 
women  who  have  written  me  have 
done  so  anonymously,  and  this  letter 
from  Connecticut  is  one  of  them.  This 
young  woman  communicates  with 
aching  honesty  the  reality  that  the 
consequences  of  abortion  are  perma- 
nent. It  is  not  a  quick  fix  for  an  un- 
planned pregnancy.  Everyone  knows 
adoption  and  parenting  are  perma- 
nent. But  abortion  advocates  attempt 
to  make  abortion  appear  to  be  an 
escape  from  the  consequences  of  preg- 
nancy. This  deception  has  worn  thin 
for  many  who  have  experienced  the 
consequences  of  abortion. 


The  ruse  is  quite  convincing  on  the 
surface.  "The  blob  of  tissue  to  be  va- 
cuumed out"  has  been  ruled  by  the 
Supreme  Court  to  be  a  non-person. 
Abortionists  claim  that  the  procedure 
is  "safe  and  legal."  Once  the  "products 
of  conception"  are  removed  from  the 
mother  the  problem  has  been  solved. 
Out  of  sight,  our  of  mind! 

Well,  if  this  procedure  is  so  safe  and 
simple  why  am  I  getting  all  of  these 
letters?  If  it  is  a  solution  suited  to 
helping  a  woman  avoid  the  permanent 
"complications"  of  pregnancy,  why  are 
these  women  so  miserable?  These  are 
women  with  a  wide  diversity  of  eco- 
nomic, cultural,  racial,  educational  and 
religious  backgrounds.  But  they  all 
agree  on  this  one  point:  "Why  didn't 
anybody  tell  me  it  would  be  like  this?" 
Why  is  there  so  much  grief,  guilt  and 
sadness  among  these  women? 

There  are  at  least  two  reasons  for 
these  reactions,  indicated  by  the 
women  themselves.  The  first  is  that 
they  are  angry  about  proceeding  to 
have  an  abortion  without  sufficient  in- 
formation regarding  what  they  are 
doing.  They  feel  demeaned  and  be- 
trayed. The  second  is  that  they  know 
they  have  destroyed  far  more  than  a 
blob  of  ti.ssue.  They  have  come  to  real- 
ize that  they  have  killed  their  babies.  I 
hope  my  colleagues  will  join  me  in  co- 
sponsoring  S.  2791,  in  order  to  help 
women  avoid  making  the  same  mistake 
over  and  over  again  in  the  future. ' 

The  letter  follows: 

Jvly  29,  1986. 

Dear  Senator  Humphrey:  I  had  my  abor- 
tion almost  five  years  ago  when  I  was  19  and 
my  boyfriend  was  22.  That  •boyfriend"  and 
I  are  now  married.  I  found  out  I  was  preg- 
nant on  a  Saturday  afternoon  and  had  the 
abortion  the  following  Tuesday  morning. 
Who  csin  make  an  important  decision  ra- 
tionally like  that  In  two  days?  The  people  at 
the  clinic  never  encouraged  me  to  tell  my 
parents  or  a  clergy  person  even  though  they 
knew  I  wasn't  married.  I  can  so  vividly  re- 
member the  woman  at  the  clinic  pulling  out 
her  calendar  book  and  scheduling  me  In  as 
if  it  were  a  dentist  or  hair  dressing  appoint- 
ment. 

Our  20th  century  society  neglects  to 
Inform  women  about  the  horrible  side  ef- 
fects of  an  abortion.  Thank  God.  I  did  not 
have  any  physical  ones.  No  one  ever  ex- 
plained to  me  that  I  would  undergo  so  many 
emotional,  psychological  and  mental  after- 
effects (By  the  way.  I  was  chosen  out  of  a 
third  grade  class  of  30  students  as  the  "most 
stable. "  I  am  now  an  electrical  engineer— a 
graduate  of  a  quite  prestigious  engineering 
college.)  The  people  at  the  clinic  never  told 
me  about  the  beginning  of  life,  of  a  fetus 
forming.  They  just  told  me  about  "the  blob 
of  tissue  to  be  vacuumed  out."  They  never 
told  me  about  the  depression,  anger,  anxie- 
ty, fears,  and  self-hatred  I  could  and  would 
experience  after  abortion.  They  didn't  tell 
me  I  would  lose  sleep  and  my  appetite  for 
weeks  or  be  uneasy  around  babies,  children, 
pregnant  women  and  people  In  general,  be- 
cause I  thought  I  was  such  a  terrible  person 
and  was  capable  of  hurting  others.  They 
never  told  me  I  would  hate  myself  so  much 
that  I  would  actually  have  suicidal 
thoughts.  They  never  told  me  I  would  seek 
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professional  help  to  overcome  my  feelings 
of  Kuilt  and  grief  and  be  put  on  tranquiliz- 
ers and  anti-depressants.  No  one  ever  told 
me  how  broken  my  soul  would  be. 

Although  every  woman's  story  is  differ- 
ent, they  are  in  so  many  ways  the  same.  The 
major  factors  to  overcome  are  guilt  and 
grief.  We  are  all  sorry  for  what  we  have 
done,  we  have  repented  and  we  must  forgive 
ourselves  in  order  to  carry  on.  The  saddest 
thing  for  anyone  affected  by  abortion  (and 
this  tragedy  not  only  affects  the  woman, 
but  all  those  touched  by  it— fathers,  grand- 
parents, etc.)  is  that  it  is  irreversible.  It  is 
not  as  if  we  can  punish  ourselves  a  certain 
amount  or  advocate  pro-life  issues  for  X 
number  of  months  and  then  our  babies  will 
be  back.  That  isn't  feasible.  My  husband 
and  I  would  do  anything  to  have  our  baby 
back. 

Thank  you  for  this  opportunity. 
Anonymous, 
Connecticutm 


GRAMM-RUDMAN-HOLLINGS 

•  Mr.  MOYNIHAN.  Mr.  President, 
there  are  now  11  working  days  before 
the  scheduled  October  3  adjournment 
during  which  Congress  must,  among 
other  things:  pass  reconciliation  legis- 
lation that  will  reduce  the  deficit  by 
about  $15  billion;  reach  final  agree- 
ment on  all  13  appropriations  bills; 
vote  on  the  joint  resolution  incorpo- 
rating the  "sequester"  report  issued  by 
OMB  and  CBO  and  reported  by  the 
Temporary  Joint  Committee  on  Defi- 
cit Reduction;  and,  raise  the  debt  ceil- 
ing for  fiscal  year  1987. 

The  reconciliation  bill  was  laid  down 
last  evening. 

The  bill  would  reduce  the  deficit 
some  $3.7  billion;  but,  it  is  estimated 
that  we  need  another  $15  billion,  or  so. 
to  reach  a  deficit  of  $154  billion. 

Gramm-Rudman-Hollings  was 

passed,  in  large  part,  to  impress  upon 
those  in  the  financial  markets  that 
Congress  was  serious  about  reducing 
our  massive  deficits.  Some  thought 
that  by  placing  into  law  an  automatic 
budget-cutting  mechanism,  investors 
on  Wall  Street  and  throughout  the 
Nation  would  know  that  the  budget 
would  be  balanced  in  6  year's  time.  All 
would  then  rest  assured  that  interest 
rates  would  be  lower  because  the  Gov- 
ernment would  not  absorb  so  great  a 
percentage  of  available  capital  for  the 
financing  of  Government  debt.  Invest- 
ment would  abound,  and  the  economy 
would  expand.  So  it  was  thought. 

The  Supreme  Court  struck  down  the 
automatic  deficit-reduction  mecha- 
nism on  July  7.  Still,  the  citizenry  was 
told  that  there  was  a  backup  provision 
of  the  law  by  which  Congress  would 
reach  the  specified  deficit  targets. 

Apparently  that  was  not  enough  of 
an  assurance,  even  for  the  sponsors  of 
the  legislation;  indeed,  the  Senate 
spent  several  days  in  August  trying  to 
refine  the  automatic  across-the-board 
budget  cutting  mechanism  so  it  could 
pass  constitutional  muster. 

That  effort  failing,  we  are  now  oper- 
ating on  our  own. 


I  am  certain  that,  before  we  leave  on 
October  3.  or  4,  or  10,  we  will  tell  the 
public  that  as  a  result  of  our  actions  in 
these  last  weeks  of  the  99th  Congress, 
the  deficit  will  be  $154  billion  in  fiscal 
year  1987. 

I  am  just  as  certain  that,  on  Septem- 
ber 30,  1987,  at  the  end  of  upcoming 
fiscal  year,  it  will  be  announced  that 
the  deficit  turned  out  to  be  much 
higher— perhaps  $170  billion,  perhaps 
$180  billion.  In  any  event,  we  will  be  a 
long  way  from  our  fiscal  year  1988 
target  of  $108  billion,  and  the  windfall 
of  $9  billion  collected  by  the  Treasury 
in  fiscal  1987  will  turn  to  a  shortfall  of 
about  $17  billion  in  fiscal  year  1988. 

What  do  private  sector  economists 
think  of  Gramm-Rudman-Hollings 
and  the  assurance  of  Congress?  In  the 
August  17  Washington  Post,  Alan 
Greenspan  was  quoted  as  saying: 

It  has  become  increasingly  evident  in 
recent  weeks  that  the  $144  billion  target  set 
for  fiscal  1987  followed  by  a  1988  target  of 
$108  billion  is  probably  unreachable. 

The  Business  Outlook  section  of 
Business  Week  magazine,  in  the  Sep- 
tember 22,  1986.  edition,  noted: 

•  •  •  There  is  little  chance  that  next 
year's  deficit  will  come  even  close  to  the 
Gramm-Rudman  Act  target  of  $144  billion. 
Indeed  an  analysis  of  1987  budget  proposals 
leads  budget  specialists  at  the  Conference 
Board  to  conclude  that  next  year's  deficit 
will  be  about  $225  billion. 

That  would  be  only  a  slight  improvement 
over  this  year's  red  ink  and  a  staggering  $81 
billion  above  Congress'  goal. 

In  August,  Data  Resources  tDRI] 
predicted  a  fiscal  year  1987  deficit  of 
$177.4  billion;  in  September,  DRI  is  a 
bit  more  sanguine:  $165.2  billion. 

The  September  blue  chip  financial 
forecast  surveyed  leading  economists, 
and  reported  that  the  average  fiscal 
year  1987  deficit  projection  of  the  10 
most  optimistic  economists  was  $177 
billion.  The  average  of  the  10  most 
pessimistic  projections  was  a  fiscal 
year  1987  deficit  on  $213  billion. 

Clearly,  private  economists  do  not 
believe  what  Congress  is  telling  them. 

We  should  not  say  we  will  do  some- 
thing, or  have  done  something,  when 
we  know  the  actual  outcome  will  be 
different.  To  do  so  is  to  deceive.  Such 
deception  could  lead  to  a  loss  of  the 
public's  trust  in  Congress.  We  ought 
not  allow  that  to  happen. 

We  should  do  what  we  can  to  reduce 
the  deficit,  but  should  not  say  we  have 
done  something  we  have  not  actually 
achieved.  The  public  may  forgive  us 
for  not  being  able  to  hit  a  specific  defi- 
cit target;  we  will  not  be  forgiven  for 
misrepresentation  of  the  facts.* 


THE  NATIONAL  PEACE  QUILT 

•  Mr.  LAUTENBERG.  Mr.  President, 
the  Peace  Quilt,  a  quilt  lent  to  sup- 
porters by  Peace  Links,  has  become  an 
important  symbol  of  our  country's  de- 
termination to  live  in  a  world  free 
from  the  threat  of  nuclear  war.  The 


Peace  Quilt  is  a  compilation  of  Ameri- 
can childrens'  drawings,  expressions, 
and  dreams  about  world  peace.  All  50 
States  are  represented  on  the  quilt  to 
demonstrate  shared  hopes  and  dreams 
for  peace.  I  am  proud  that  my  name 
will  be  embroidered  on  the  Peace  Quilt 
next  to  the  patch  from  New  Jersey. 

The  joining  of  these  patches  in  the 
Peace  Quilt  is  an  eloquent  reminder 
that  no  State  in  this  Nation  alone  can 
reduce  the  threat  of  nuclear  war.  It 
has  reminded  every  Senator.  Repre- 
sentative, and  administration  official 
that  nuclear  war  is  among  the  most 
critical  issue  facing  our  Nation  and  the 
world  today.  That  we  must  work  to- 
gether to  reduce  the  threat  of  nuclear 
holocaust.  And  that  American  chil- 
drens' hopes  for  peace  are  inextricably 
linked  to  our  combined  resolve  and  ef- 
forts to  reduce  the  threat  of  nuclear 
war. 

But  the  national  Peace  Quilt  has 
become  an  important  global  symbol  as 
well.  The  hopes  and  dreams  of  every 
child  embroidered  in  the  quilt  are  a  re- 
minder that  all  nations  must  redouble 
efforts  to  curtail  the  arms  race.  Every 
youth's  drawing  reminds  us  that  all 
countries  must  work  together  in  this 
effort.  We  must  agree  to  restrain  the 
growth  of  dangerous  weapons  systems 
and  support  arms  control  negotiations. 
All  countries  must  cooperate  if  we  are 
to  live  in  a  safe  world,  free  from  the 
threat  of  nuclear  war. 

Mr.  President,  many  residents  of 
New  Jersey  have  played  an  active  role 
in  the  grassroots  peace  movement  and 
in  Peace  Links.  These  dedicated 
women  have  demonstrated  their  re- 
solve and  commitment  to  ensuring 
peace  and  to  protecting  the  world 
from  the  perils  of  nuclear  holocaust. 

But  New  Jersey  residents  have  ac- 
tively participated  in  other  peace  orga- 
nizations as  well.  Thousands  of  indi- 
viduals in  New  Jersey  have  become  in- 
creasingly involved  in  peace  organiza- 
tions like  SANE,  the  Women's  Inter- 
national League  for  Peace  and  Free- 
dom, Educators  for  Social  Responsibil- 
ity, Physicians  for  Social  Responsibil- 
ity, and  Lawyers  Alliance  for  Nuclear 
Arms  Control.  Their  presence  has 
been  strong  in  the  religious  groups, 
unions,  and  municipal  and  county  gov- 
ernments in  New  Jersey  which  have 
worked  hard  to  ensure  that  arms  con- 
trol remain  a  top  priority  here  and 
throughout  the  world.  And.  increasing 
public  concern  about  world  peace  in 
New  Jersey  convinced  the  New  Jersey 
Legislature  to  create  America's  first 
State  peace  institute. 

New  Jerseyites  understand  the 
horror  and  total  destruction  that  nu- 
clear war  would  bring  to  our  Nation, 
our  community,  our  families,  and  our 
friends.  They  recognize  the  need  for 
an  end  to  the  nuclear  arms  race.  I 
share  the  concern  of  members  of  our 
commimity  who  are  giving  this  inter- 
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national  issue  a  local  focus.  And.  I  join 
them  in  the  hope  that  greater  public 
awareness  will  prompt  effective  steps 
to  back  away  from  nuclear  war. 

Mr.  President,  the  patch  in  the  Na- 
tional Peace  Quilt  from  New  Jersey 
sends  a  message  of  hope  to  the  world. 
This  patch  displays  a  drawing  of  a  9- 
year-old  child  from  New  Jersey  who 
etched  a  cheerful  young  girl  dancing 
on  flowers  beneath  a  colorful  rainbow. 
Above  the  dancing  girl,  the  child  drew 
a  sun  in  the  shape  of  a  smiling  heart. 
The  caption  on  the  block  reads 
"Please  give  me  peace." 

Mr.  President,  we  must  work  to 
make  sure  that  this  child's  dreams  and 
hopes  are  not  crushed.* 


NAUM  AND  INNA  MEIMAN:  LIFE 
SENTENCE 

•  Mr.  SIMON.  Mr.  President.  Naum 
and  Inna  Meiman,  two  good  friends  In 
Moscow  are  frantic  In  their  desire  to 
leave  the  Soviet  Union. 

Their  quest  for  freedom  in  the  West 
has  now  reached  the  point  of  despera- 
tion. Inna  has  lived  for  months  with 
yet  another  cancerous  tumor— her 
fifth— on  her  spine.  The  Soviets  say 
that  there  Is  nothing  more  that  they 
can  do  for  her.  Left  to  die  a  painful 
death  In  Moscow.  Inna  and  Naimfi  still 
have  hope  that  they  will  be  able  to 
travel  to  the  West  to  obtain  experi- 
mental treatment  for  Inna. 

Over  a  decade  has  passed  since  the 
Meimans  original  request  for  emigra- 
tion. It  Is  now  a  matter  of  life  or 
death. 

I  strongly  encourage  the  Soviets  to 
demonstrate  their  concern  for  fellow 
himian  beings  and  allow  the  Meimans 
to  emigrate  to  Israel.* 


ARMS  TALKS 


•  Mr.  SIMON.  Mr.  President,  recently 
the  Washington  Post's  Sunday  Out- 
look section  featured  an  excellent  arti- 
cle by  Michael  Krepon.  an  expert  on 
the  politics  of  arms  control  verifica- 
tion at  the  Carnegie  Endowment  for 
International  Peace.  Mr.  Krepon's  ar- 
ticle skillfully  details  the  demise  of 
the  Standing  Consultative  Commission 
[SCCl.  set  up  in  1972  as  part  of  the 
SALT  I  agreement  to  monitor  compli- 
ance with  the  SALT  and  ABM  Treaty 
limits. 

The  sec  had  long  been  an  Impor- 
tant panel  to  resolve  disputes,  a  place 
where  United  States  and  Soviet  con- 
cerns were  successfully  settled  in  a 
professional  setting.  This  was  the  case 
until  1981,  when  the  Reagan  adminis- 
tration came  to  office.  Shortly  there- 
after. Assistant  Secretary  of  Defense 
Richard  Perle  led  the  charge  against 
the  sec.  His  goal  has  been  to  scuttle 
the  see  as  a  useful  negotiating  forum 
and  to  keep  problems  unresolved  so 
that    outstanding    compliance    Issues 


prevent  arms  control  from  moving  for- 
ward. 

As  Mr.  Krepon's  article  shows.  Gen- 
eral Ellis,  our  Ambassador  to  the  SCC. 
needs  a  -bureaucratic  sponsor.  The 
Pentagon  has  prevented  Ambassador 
Ellis  from  negotiating  a  solution  to 
several  pressing  problems,  such  as  dis- 
mantlement and  conversion  proce- 
dures for  bombers  counted  under 
SALT  rules.  I  hope  the  State  Depart- 
ment and  the  Arms  Control  and  Disar- 
mament Agency  do  the  right  thing 
and  push  the  SCC's  case  before  Presi- 
dent Reagan. 

Mr.  President.  I  ask  that  Michael 
Krepon's  article.  "How  Reagan  Is  Kill- 
ing A  Quiet  Forum  For  Arms  Talks." 
be  printed  In  full  in  the  Record. 
The  Article  follows: 
[Prom  the  Washington  Post,  Aug.  31.  1986] 
How  Reagan  Is  Killing  a  Quiet  Porum  for 
Arms  Talks 
(By  Michael  Krepon) 
In  its  crusade  against  alleged  Soviet  arms- 
control  violations,  the  Reagan  administra- 
tion has  nearly  scuttled  the  secret  U.S.- 
Soviet forum  that  was  created  to  resolve 
such  disputes. 

The  Standing  Consultative  Commission, 
as  this  little-known  forum  is  called,  was  es- 
tablished in  1972  to  monitor  compliance 
with  the  SALT  and  ABM  agreements  that 
were  negoiated  that  year.  During  the  1970's, 
quiet  consultations  in  this  secret  channel 
produced  important  results,  including  agree- 
ments on  procedures  for  dismantling  missile 
launchers  and  guidelines  for  permissible 
weapons  tests. 

But  hardliners  in  the  Reagan  administra- 
tion decided  early  on  that  they  weren't  in- 
terested in  using  the  SCC  as  a  practical 
forum  for  hammering  out  compromise 
agreements  on  treaty  compliance.  Secretary 
of  Defense  Caspar  Weinberger  and  his  as- 
sistant, Richard  Perle,  preferred  to  de- 
nounce the  Soviets  for  violating  the  SALT 
and  ABM  agreements,  rather  than  to  nego- 
tiate solutions  to  these  problems  in  the 
SCC. 

Weinberger's  disdain  for  the  SCC  was  evi- 
dent in  a  memorandum  he  sent  to  President 
Reagan  last  November,  in  which  he  called 
the  commission  "a  diplomatic  carpet  under 
which  the  Soviet  violations  have  been  con- 
tinuously swept,  an  Orwellian  memory  hole 
into  which  our  concerns  have  been  dumped 
like  yesterday's  trash." 

The  civilian  hardliners  at  the  Pentagon 
found  an  unlikely  adversary  during  the  past 
four  years  in  Gen.  Richard  Ellis,  a  survivor 
of  more  than  200  combat  missions  during 
World  War  II  and  a  former  head  of  the 
Strategic  Air  Command.  As  the  chief  Ameri- 
can representative  on  the  SCC,  Ellis  expect- 
ed that  his  main  adversary  would  be  the 
Soviet  commissioner.  Instead,  he  has  been 
caught  in  seemingly  endless  bureaucratic 
battles  with  Perle  and  Co. 

This  is  the  story  of  the  breakdown  of  the 
SCC,  a  story  of  Soviet  misbehavior  that  has 
been  matched  and  compounded  by  adminis- 
tration officials  who  have  exploited  compli- 
ance controversies  and  blocked  their  resolu- 
tion. U.S.  and  Soviet  misbehavior  has  been 
mutually  reinforcing,  creating  a  political  im- 
passe that  casts  a  dark  shadow  over  current 
negotiations.  This  account  is  based  on  inter- 
views with  several  dozen  U.S.  officials,  who 
agreed  to  discuss  the  SCC's  activities  on  a 
not-for-attribution  basis.   Ellis   himself  re- 


fused to  discuss  SCC  matters,  on  or  off  the 
record. 

American  hardliners  have  hobbled  the 
SCC  by  pursuing  their  strategy  of  confron- 
tation. They  start  by  asking  for  ideal  solu- 
tions to  compliance  problems  raised  by 
Soviet  actions.  When  the  Kremlin  refuses  to 
accept  these  demands,  the  Reagan  adminis- 
tration labels  Moscow's  actions  as  treaty  vio- 
lations. The  United  States  then  continues  to 
demand  ideal  solutions,  while  refusing  to 
negotiate  alternatives  that  might  also  serve 
U.S.  security  interests.  The  blemished 
record  of  Soviet  compliance  is  then  used  as 
a  basis  for  withdrawing  from  SALT  agree- 
ments. 

A  crippling  blow  to  the  SCC  was  struck 
last  month,  when  the  Reagan  administra- 
tion decided  to  remove  most  U.S.  compli- 
ance concerns  from  the  SCC's  agenda.  At  a 
special  session  requested  by  the  Kremlin  to 
clarify  the  Reagan  administration's  declara- 
tion that  SALT  limitations  "no  longer 
exist,"  Ellis  was  instructed  to  tell  his  Soviet 
counterpart  that,  in  the  future,  the  adminis- 
tration would  restrict  compliance  discus- 
sions to  the  ABM  treaty.  Conspicuously 
missing  from  this  formulation  was  any  ref- 
erence to  two  other  agreements  within  the 
commission's  jurisdiction— the  1972  interim 
agreement  on  offensive  missiles  and  the  un- 
ratified SALT  II  treaty. 

The  special  session  marked  a  new  low  for 
the  SCC.  It  demonstrated  that  the  commis- 
sion has  evolved  from  a  discreet  channel  for 
solving  arms-control  problems  to  a  forum 
where  each  side  now  repeats  carefully 
scripted  accusatios  of  the  other's  misdeeds. 
This  is  a  far  cry  from  SCC  deliberations  in 
prior  administrations,  when  very  sensitive 
discussions  took  place  and  U.S.  officials 
were  able  to  achieve  concrete  results.  For 
example: 

Soviet  agreement  to  provide  detailed  and 
graphic  descriptions  of  missile  launch-con- 
trol facilities  that  they  had  under  construc- 
tion, alleviating  U.S.  concerns  about  their 
possible  use  as  ICBM  launchers.  This  ex- 
change and  others  like  it  in  the  SCC  opened 
an  important  window  on  Soviet  military 
practices  that  had  previously  been  closed. 

Two  1974  protocols  on  procedures  for  dis- 
mantling missile  launchers  in  excess  of 
those  permitted  under  SALT  I,  and  a  third 
protocol  signed  in  1976  detailing  how  the  lo- 
cation of  a  permitted  ABM  site  could  be 
changed. 

A  lengthy  "agreed  statement "  signed  in 
1978.  regulating  tests  of  air  defense  systems 
or  components  to  limit  their  effectiveness 
against  strategic  ballistic  missiles. 

For  the  past  three  years,  the  usual  super- 
power roles  on  compliance  have  been  re- 
versed. Most  of  the  damage  to  SALT  during 
this  time  has  been  generated  by  U.S.  ac- 
tions, including  President  Reagan's  decision 
to  scrap  his  SALT  policy  of  'interim  re- 
straint," the  reinterpretation  of  the  ABM 
treaty  to  permit  unrestricted  tests  of  Strate- 
gic Defense  Initiative  weapons,  and  the  con- 
struction of  new  early  warning  radars  in 
Greenland  and  Scotland— far  from  the  pe- 
riphery of  the  United  States,  as  required  by 
the  ABM  treaty. 

Prior  to  this  time,  Soviet  actions  did  most 
of  the  damage  to  SALT.  The  Kremlin  se- 
verely bent  SALT  II  rules  on  new  missile 
"types,"  heavily  encrypted  its  missile  tests, 
and  constructed  an  early-warning  radar  in 
the  interior  of  its  country  at  Krasnoyarsk 
Instead  of  iU  periphery.  Soviet  political  de- 
cisions to  embark  on  these  dubious  actions 
were  probably  made  around  1979— after 
U.S.-Soviet  relations  turned  sour.  The  level 
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of  Soviet  encryption  jumped  soon  thereaf- 
ter, in  January  1980,  and  construction  prob- 
ably began  on  the  Krasnoyarsli  radar  the 
following  year.  The  fight  testing  of  both 
new  missiles  began  shortly  before  and  after 
the  death  of  General  Secretary  Leonid 
Brezhnev  in  November  1982. 

For  hardliners  at  the  Pentagon  and  the 
arms  control  agency,  the  issue  of  Soviet 
noncompliance  has  always  been  the  high 
card  to  play  at  critical  periods  of  superpow- 
er dialogue.  An  uncorrected  record  of  Soviet 
violations  is  essential  to  their  case.  Indeed, 
on  the  eve  of  superpower  contacts  that 
might  help  to  resolve  the  very  problems  the 
hawks  profess  to  worry  about,  they  loudly 
raise  compliance  issues  and  the  need  for  cor- 
rective action  before  any  new  accords  can  be 
considered. 

For  example,  the  administration  disclosed 
its  initial  report  on  Soviet  noncompliance 
five  days  before  the  first  meeting  between 
Secretary  of  State  George  Shultz  and  then- 
Soviet  foreign  minister  Andrei  Gromyko. 
Similarly,  the  November  Weinberger  memo- 
randum suggesting  responses  to  Soviet  vio- 
lations was  sent  to  the  president— and 
promptly  leaked— just  six  days  before  the 
Reagan-Gorbachev  summit  last  November. 

The  hardliners'  campaign  against  the  SCC 
has  used  similar  obstructionist  tactics,  in- 
cluding a  Pentagon  boycott  of  the  SCC  for 
three  negotiating  rounds  in  1983  and  1984. 

One  innovative  tactic  was  a  U.S.  refusal  to 
conclude  the  fall  1982  SCC  session.  The 
SCC  usually  convenes  twice  a  year,  in  the 
spring  and  fall,  with  unresolved  topics  car- 
ried over  from  one  session  to  the  next.  But 
Perle  and  his  allies  wanted  to  continue  the 
fall  session  through  the  holiday  season,  if 
necessary,  because  the  Soviets  had  failed  to 
provide  a  satisfactory  explanation  to  their 
concerns.  Some  U.S.  officials  believe  Perle 
was  angling  for  a  Soviet  walkout,  a  conten- 
tion that  Pentagon  officials  deny.  After 
some  sparring  between  the  delegations  and 
between  U.S.  officials  in  Washington  and 
Geneva,  an  arrangement  was  worked  out  to 
"recess"  the  fall  round.  (The  issue  in  dis- 
pute here  was  the  possible  deployment  of 
the  SS-16,  a  missile  that  has  not  been  flight 
tested  since  1976.  Perle  and  others  were  con- 
vinced it  had  been  covertly  deployed  at  a 
test  range  near  the  White  Sea.) 

These  bureaucratic  games  may  appear 
petty,  but  they  reflect  the  depth  of  feeling 
amid  tenacity  with  which  administration  op- 
ponents of  arms  control  do  battle  on  compli- 
ance issues.  Of  far  greater  consequence  have 
been  successful  bureaucratic  efforts  to  block 
problem-solving  initiatives  by  Ellis. 

During  the  fall  1982  round,  Ellis  succeed- 
ed in  working  out  an  elatwration  of  the 
SCC's  1978  understanding  on  the  testing  of 
air-defense  systems  and  components.  His  in- 
structions, however,  prevented  him  from 
concluding  this  agreement  for  nearly  three 
years.  The  administration's  public  reports 
on  noncompliance  still  do  not  acknowledge 
this  agreement,  while  continuing  to  cite  the 
Soviets  for  'probably "  violating  the  ABM 
treaty  provision  in  question. 

Ellis  has  also  tried,  without  success,  to 
finish  up  agreed  procedures  for  bomber  dis- 
mantlement, destruction  or  conversion- 
comparable  to  those  reached  in  the  mid- 
1970s  for  ICBM  launchers  and  missile-carry- 
ing submarines. 

During  1985  this  issue  grew  in  importance 
with  the  introduction  of  Bear-H  cruise-mis- 
sile-carrying bombers,  which  threatened  to 
place  the  Soviets  over  the  ceiling  of  strate- 
gic-weapon launchers  they  acknowledged 
having  in  SALT  II.  When  asked,  the  Krem- 


lin asserted  it  was  under  the  ceiling  because 
it  had  converted  older  Bison  bombers  to 
tankers.  There  was  no  way  for  the  U.S.  to 
tell,  since  the  Bisons— perhaps  two  dozen  in 
number— are  parked  on  the  ground  in  an 
aircraft  boneyard  in  Siberia. 

The  bomber  issue  is  still  languishing.  The 
Kremlin  has  played  a  waiting  game,  making 
no  effort  to  resolve  a  SALT  II  issue  primari- 
ly of  concern  to  the  United  States.  Gen. 
Ellis  sought  authority  to  work  out  agreed 
bomber  procedures  before  the  spring  and 
fall  1985  SCC  sessions,  but  Pentagon  opposi- 
tion to  this  initiative  prevailed. 

Ironically,  the  administration  last  Decem- 
ber cited  the  Bison  problem  as  a  violation, 
albeit  a  militarily  insignificant  one.  Howev- 
er, the  administration's  noncompliance 
report  warned,  "such  violations  can  acquire 
importance  if,  left  unaddressed,  they  are 
permitted  to  become  precedents  for  future, 
more  threatening  violations."  Then,  in  Feb- 
ruary 1986,  Ellis  was  instructed  to  advise 
the  Soviets  that  new  procedures  were  "su- 
perfluous." 

After  each  SCC  session,  Ellis  cables  back 
to  Washington  his  summary  of  what  tran- 
spired during  the  round  and  his  recommen- 
dations for  future  U.S.  moves.  Those  recom- 
mendations have  invariably  fallen  on  deaf 
ears.  After  the  spring  1985  round,  Ellis  tried 
a  more  direct  approach.  On  July  22,  1985,  he 
addressed  an  interagency  Senior  Arms  Con- 
trol Group  meeting  chaired  by  Robert  C. 
McParlane,  who  was  then  national  security 
adviser.  At  this  meeting,  Ellis  asked  for  au- 
thority to  update  the  SALT  II  data  base  of 
U.S.  and  Soviet  strategic-weapon  systems 
and  to  pursue  steps  to  resolve  the  compli- 
ance problems  posed  by  large  phased-array 
radars  like  the  one  at  Krasnoyarsk. 

Nine  days  after  Ellis'  presentation,  Wein- 
berger sent  a  memo  to  McFarlane  seeking  to 
quash  all  of  the  initiatives  proposed  by  the 
see  commissioner.  An  updated  data  base 
wasn't  needed,  in  Weinberger's  view,  be- 
cause the  United  States  could  follow  the  dis- 
position of  Soviet  strategic  forces  without  it. 
Efforts  to  improve  the  viability  of  the  ABM 
treaty,  Weinberger  warned,  would  set  the 
stage  for  the  "negotiated  demise"  of  the 
Strategic  Defense  Initiative.  Moreover,  the 
negotiation  of  less-than-fully  satisfactory 
solutions  to  Soviet  compliance  problems 
would  "discredit "  U.S.  charges  of  violations. 

Despite  Weinberger's  objections,  two  prag- 
matic option  papers  were  forwarded  to  the 
White  House  for  consideration  last  fall.  The 
first  suggested  ways  to  avoid  further  erosion 
of  the  ABM  treaty;  the  second  laid  out  al- 
ternative resolutions  that  would  alleviate 
U.S.  strategic  concerns  over  Soviet  noncom- 
pliance. If,  for  example,  the  United  States 
wished  to  prevent  radars  like  that  at  Kras- 
noyarsk from  being  part  of  an  effective  ter- 
ritorial defense,  it  could  seek  limitations  on 
their  number  and  Soviet  agreement  that 
they  be  left  completely  undefended.  And  if 
the  United  States  were  concerned  that  the 
new  SS-25  could  be  used  to  carry  two  war- 
heads, it  could  seek  aggreement  that  this 
missile  and  its  successor  never  be  flight 
tested  with  more  than  one. 

Both  option  papers  were  vehemently  op- 
posed by  Pentagon  civilians  who  argu^ 
that  the  United  States  should  not  accept 
what  they  viewed  as  ""cosmetic  or  marginal" 
solutions  to  Soviet  noncompliance.  The  only 
acceptable  solution  to  the  radar  problem 
was  to  tear  it  down,  they  argued.  In  the  case 
of  the  new  missile,  the  Soviets  would  have 
to  roll  back  SS-25  deployments,  destroying 
the  missiles  and  their  associated  equipment. 

The  option  papers  sank  without  a  trace  in 
the  National  Security  Council.  Given  the 


obscurity  of  the  topics  involved  and  Ellis' 
lack  of  bureaucratic  support,  it's  doubtful 
that  President  Reagan  has  ever  considered 
the  proposals. 

Administration  hardliners  are  destroying 
the  SALT  agreements,  and  the  forum  cre- 
ated to  maintian  them.  Questionable  Soviet 
compliance  with  these  agreements  has  cer- 
tainly played  a  role  in  SALT'S  demise.  But 
with  President  Reagan's  decision  to  scrap 
the  SALT  limits,  the  rallying  cry  now  heard 
in  Pentagon  corridors  is:  "Two  down  and 
one  (the  ABM  treaty)  to  go." 


IN  DEFENSE  OF  JUSTICE 
WILLIAM  J.  BRENNAN 

•  Mr.  KERRY.  Mr.  President,  Associ- 
ate Justice  William  J.  Brennan  of  the 
U.S.  Supreme  Court  needs  no  defense 
from  any  Member  of  the  U.S.  Senate, 
He  is  one  of  the  most  distinguished  ju- 
rists ever  to  sit  on  the  Federal  bench. 

Yet  I  feel  compelled  to  respond  to 
yet  another  attack  on  Justice  Bren- 
nan, this  time  coming  from  a  member 
of  this  administration.  In  the  past, 
Justice  Brennan  has  been  the  object 
of  rhetorical  attacks  by  right-wing  ele- 
ments. Now,  Assistant  Attorney  Gen- 
eral William  Bradford  Reynolds  has 
joined  their  ranks. 

Mr.  Reynolds,  in  a  speech  last  week- 
end at  the  University  of  Missouri 
School  of  Law,  denounced  Justice 
Brennan  by  name,  on  the  groimds  that 
Justice  Brennan  was  trying  to  achieve 
a  "radically  egalitarian  society."  Mr. 
Reynolds  stated  that  he  regards  such 
"radical  egalitarianism"  as  "perhaps 
the  major  threat  to  individual  liberty" 
In  the  United  States  today. 

It  is  highly  inappropriate  for  a 
member  of  the  Justice  Department  to 
attack  a  sitting  Justice  of  the  Supreme 
Court  by  name.  But.  leaving  aside  the 
impropriety  of  this  personal  attack  on 
Justice  Breruian,  the  views  expressed 
by  Mr.  Reynolds  are  also  inappropri- 
ate. When  has  "egalitarianism"  been 
considered  a  vice  in  our  society?  In 
fact,  an  egalitarian  vision  of  society  is 
the  underpinning  of  our  Constitution, 
the  Declaration  of  Independence,  and 
the  Bill  of  Rights. 

Mr.  Reynolds  singled  out  a  speech 
given  by  Justice  Brennan  on  August  8 
to  the  American  Bar  Association  for 
particular  criticism.  In  that  speech, 
which  focused  on  the  14th  amend- 
ment. Justice  Brennan  hailed  that 
amendment  as  "the  legal  instrument 
of  the  egalitarian  revolution  that 
transformed  contemporary  society." 
The  14th  amendment,  which  was  rati- 
fied in  1868,  declares  that  no  State 
shall  deny  "equal  protection  of  the 
laws"  to  any  person  within  its  jursdic- 
tion.  Justice  Brennan  said,  correctly  in 
my  view,  that  the  promise  of  the  14th 
amendment  has  remained  imfulfilled. 
and  that  despite  great  progress  in 
recent  years,  "the  goal  of  imiversal 
equality,  freedom,  and  prosperity  is 
far  from  won."  Mr.  Reynolds  foimd 
these  views  deplorable,  and  said  "that 
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agenda  has  little  or  no  connection 
with  the  Constitution,  the  Bill  of 
Rights,  or  any  subsequent  amend- 
ment." 

Mr.  President,  it  is  almost  incredible 
that  Mr.  Reynolds,  in  1986.  would  seek 
to  turn  his  back  on  the  protections  of 
the  14th  amendment,  and  to  turn  the 
clock  back  to  the  days  of  prejudice  and 
racial  segregation  in  this  country.  Mr. 
Reynolds  has  stubbornly  refused  to 
accept  repeated  rulings  of  the  Su- 
preme Court  in  this  term  in  favor  of 
affirmative  action  programs  which 
would  bring  about  greater  equality  in 
American  society.  He  has  instead  in- 
sisted on  criticizing  those  decisions 
publicly,  and  attacking  one  of  the 
most  respected  members  of  the  Court. 
It  is  Mr.  Reynolds'  views  which  are 
radical,  not  those  of  Justice  Brennan. 
The  views  of  Mr.  Reynolds  have,  in 
fact,  been  already  rejected  by  the  U.S. 
Senate,  which  rejected  his  nomination 
for  the  position  of  Associate  Attorney 
General.  It  is  the  duty  of  Mr.  Reyn- 
olds, as  an  official  of  the  Department 
of  Justice,  to  uphold  the  law  as  laid 
down  by  the  U.S.  Supreme  Court.  His 
public  statements  indicate  a  reluc- 
tance to  fulfill  that  duty. 

Justice  Brennan,  appointed  by  Presi- 
dent Eisenhower,  has  served  with  dis- 
tinction on  the  Supreme  Court  for  30 
years.  He  has  always  been  a  staunch 
advocate  of  equal  opportunity  and  in- 
dividual rights.  Now,  at  a  time  when 
the  nominations  of  Chief  Justice 
Rehnquist  and  Justice  Scsilia  have 
given  renewed  attention  to  the  role  of 
the  Supreme  Court,  it  is  especially  ap- 
propriate that  we  give  careful  consid- 
eration to  the  views  expressed  elo- 
quently by  Justice  Brennan.  I  hope 
that  he  will  remain  a  voice  for  equali- 
ty and  justice  on  the  Court  for  many 
years  to  come.  I  ask  that  the  text  of 
Justice  Brennan's  August  8  speech  to 
the  ABA  on  the  14th  amendment  be 
printed  in  the  Record. 
The  text  follows: 

The  Fourteenth  Amendment 
(Address  to  Section  on  Individual  Rights 
and  Responsibilities.  American  Bar  Asso- 
ciation, by  Justice  William  J.  Brennan, 
Jr.) 

My  subject  today  is  the  Fourteenth 
Amendment  which,  in  the  119  years  since  it 
became  a  part  of  the  fundamental  law,  "has 
become,  practically  speaking,  perhaps  our 
most  important  constitutional  provision- 
not  even  second  in  significance  to  the  origi- 
nal basic  document  itself.  ...  It  is  the 
amendment  that  served  as  the  legal  instru- 
ment of  the  egalitarian  revolution  that 
transformed  contemporary  American  Socie- 
ty." '  Its  progenitor  was,  of  course,  Magna 
Carta,  more  particularly  the  famous  Chap- 
ter 39  of  the  Great  Charter  providing  that 
"no  free  man  shall  be  taken,  imprisoned, 
disseized,  outlawed,  banished,  or  in  any  way 
destroyed,  nor  will  we  proceed  against  or 
prosecute  him,  except  by  the  lawful  judg- 
ment of  his  peers  by  the  law  of  the  land." 
Indeed,  however,  the  Fourteenth  Amend- 
ment is  a  more  complete  catalogue  than  the 
great   Charter  of   the   liberties   we   know 


today.  Notably,  nothing  in  the  Great  Char- 
ter concerned  freedom  of  religion,  of  speech, 
or  of  the  press.  Nor  is  the  Great  Charter 
itself  free  of  sex  discrimination,  providing  as 
it  does,  that  "no  one  shall  be  taken  or  im- 
prisoned upon  the  appeal  of  a  woman  for 
the  death  of  anyone  except  her  husband." 

Yes,  once  the  Supreme  Court  recognized 
that  every  individual  in  our  country  pos- 
sessed a  domain  of  personal  autonomy  and 
dignity  in  which  neither  state  nor  federal 
government  had  any  right  to  intrude,  it  was 
inevitable  that  the  Fourteenth  Amendment 
should  be  summoned  to  the  service  of  the 
protection  of  a  broad  range  of  civil  rights 
and  liberties. 

Is  this  mere  hyperbole  and  exaggeration? 
I  do  not  think  so.  Remember  that  "From 
the  founding  of  the  Republic  to  the  end  of 
the  War  Between  the  States,  it  was  the 
states  that  were  the  primary  guardians  of 
their  citizens'  rights  and  liberties  and  they 
alone  could  determine  the  character  and 
extent  of  such  rights.  This  was  true  because 
the  Bill  of  Rights  was  binding  upon  the  fed- 
eral government  alone— not  the  states.  With 
the  Fourteenth  Amendment,  all  this  was  al- 
tered. That  amendment  called  upon  the  na- 
tional government  to  protect  the  citizens  of 
a  state  against  the  state  itself.  Thenceforth, 
the  safeguarding  of  civil  rights  was  to 
become  primarily  a  federal  function. 
.  .  ."  2— at  least  until  the  discovery  recently 
by  state  supreme  courts  of  their  state  con- 
stitutions. 

But  the  federal  responsibility  was  not  im- 
mediately shouldered  by  the  federal  courts 
upon  adoption  of  the  amendment  in  1868. 
Rather,  the  amendment  became  a  "Magna 
Carta  for  business,  in  place  of  the  Great 
Charter  for  individual  rights  which  its  fram- 
ers  had  intended.  It  is,  indeed,  one  of  the 
ironies  of  American  constitutional  history 
that,  for  the  better  part  of  a  century  [after 
its  adoption],  the  Fourteenth  Amendment 
was  of  little  practical  help  to  the  very  race 
for  whose  benefit  it  was  enacted.  For  at  the 
very  time  it  was  serving  to  shield  the  ex- 
cesses of  expanding  capital  from  govern- 
mental restrainte.  .  .  .  The  constitutional 
emphasis  however  .  .  .  shifted  in  this  centu- 
ry to  one  of  ever-growing  concern  for  "life 
and  liberty'  as  the  really  basic  rights  which 
the  Constitution  was  meant  to  safeguard. 
The  earlier  stress  upon  the  protection  of 
property  rights  against  governmental  viola- 
tions of  due  process  gave  way  to  one  which 
increasingly  focused  upon  personal  rights. 
Under  the  newer  approach,  the  Fourteenth 
Amendment  would  at  last  become  (as  iU 
framers  intended)  the  shield  of  individual 
liberties  throughout  the  nation."  '  Brown  v. 
Board  of  Education  and  Baker  v.  Carr  are 
only  the  most  visible  proofs.  Of  equal- 
maybe  even  more— significance  were  the 
holdings  that  "the  Fourteenth  Amend- 
ment's requirement  of  due  process  ...  de- 
mands adherence  by  the  states  to  most  of 
the  rights  guaranteed  in  the  Bill  of  Rights 
.  .  .  our  great  unifying  theme  in  these  deci- 
sions was  that  of  equality;  equality  as  be- 
tween races,  between  citizens,  between  rich 
and  poor,  between  prosecutor  and  defend- 
ant." *  This  effected  the  "most  profound 
and  pervasive  revolution  ever  achieved  by 
substantially  peaceful  means." '  And  in  the 
area  of  political  rights,  it  has  been  said  that 
this  "constitutional  development  brought 
more  significant  advances  in  the  protection 
and  advancement  of  political  rights  than  all 
the  rest  of  our  constitutional  history  put  to- 
gether .  .  .  voting  rights  were  vastly  en- 
larged, to  the  great  advantage  of  Negro  and 
Puerto  Rican  minority  groups,  and  to  the 


great  benefit  of  the  Nation;  poll  taxes  were 
eliminated,  first  in  federal  elections  by  the 
Twenty-fourth  Amendment,  and  then  in 
state  elections  on  equal  protection  grounds. 
Literacy  tests  that  were  used  for  discrimina- 
tory purposes  were  ruled  invalid.  .  .  .  Per- 
haps most  important  of  all,  the  distortions 
in  the  governing  process  caused  by  minori- 
ty-controlled legislatures  were  put  aside  as 
malapportionment  became  a  matter  of  his- 
tory rather  than  a  fact  of  present  conten- 
tions." '  And,  Importantly  for  champions  of 
civil  rights  and  liberties,  under  many  deci- 
sions "the  Fourteenth  Amendment  was  the 
source  for  making  the  Constitution  not  only 
color-blind,  but  also  creed-blind,  status- 
blind,  and  sex-blind.  The  law  regards  man  as 
man  and  takes  no  regard  of  those  traits 
which  are  constitutional  irrelevances."  ' 

What  accounts  for  the  change?  I  agree 
with  those  who  believe  that  the  concern  of 
the  Supreme  Court  over  the  past  50  years 
for  personal  rights  "represented  a  direct  ju- 
dicial reaction  to  the  vast  concentrations  of 
power  confronting  the  individual  in  our  ur- 
banized industrial  society.  In  that  society 
judges  developed  a  countervailing  emphasis 
upon  preserving  an  area  of  personal  right 
consistent  with  the  maintenance  of  individ- 
ual development.  Such  emphasis  .  .  .  was 
vital  If  man  was  to  continue  to  possess  the 
essential  attributes  of  humanity  'lacking 
which'  as  William  Faulkner  puts  It,  he 
cannot  be  an  Individual  and  lacking  which 
Individuality  he  is  not  worth  the  having  or 
keeping. " »  Judges,  like  all  of  you,  necessari- 
ly disturbed  by  the  growth  of  authority, 
sought  to  "preserve  a  sphere  for  Individual- 
ity even  in  a  society  in  which  the  individual 
stands  dwarfed,  if  not  overwhelmed,  in  the 
face  of  the  power  concentrations  that  con- 
front him  in  the  contemporary  communi- 
ty." » 

Were  there  a  list  of  principles  fundamen- 
tal to  the  functioning  of  a  free  republic.  It 
would.  In  addition  to  guaranteeing  that  no 
citizen  would  be  denied  an  education,  a 
house,  or  a  job  on  account  of  the  color  of 
his  skin,  certainly  Include  an  assurance  that 
each  citizen's  vote  would  count  no  more  or 
no  less  than  that  of  any  other  citizen,  that 
his  government  would  take  no  voice  in  or 
Interfere  with  his  religion,  that  he  would 
enjoy  freedom  of  speech  and  a  free  press, 
and  that  the  administration  of  criminal  laws 
would  adhere  to  civilized  standards  of  fair- 
ness and  decency.  The  Fourteenth  Amend- 
ment has  proved  to  be  capable  of  assuring 
all  of  these  things.  In  sum,  it  can  function 
as  the  prime  tool  by  which  we  as  citizens 
can  shape  a  society  which  truly  champions 
the  dignity  and  worth  of  the  individual  as 
its  supreme  value. 

It  Is  true  that,  in  the  first  half  century  of 
its  existence.  Its  function  as  a  document  of 
human  freedom  lay  dormant;  it  was  em- 
ployed instead  as  a  weapon  by  which  to 
censor  and  strike  down  economic  regulatory 
legislation  of  the  SUtes.  This  was  In  step 
with  the  compromise  which  settled  the 
Hayes-Tllden  presidential  election  of  1876. 
That  compromise  postponed  the  enforce- 
ment of  the  Fourteenth  Amendment  in 
behalf  of  the  Negro,  a  result  furthered  by 
the  decisiorjs  of  the  Supreme  Court  which 
invalidated  the  Civil  Rights  Act  of  1875  and 
held  that  separate  but  equal  faculties  satis- 
fied the  demands  of  the  equal  protection 
clause.  In  the  last  half  century,  however, 
the  construction  and  application  given  the 
amendment  by  the  federal  judiciary  started 
to  put  it  back  on  the  track  and  assure  that 
it  would  come  into  its  own. 
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For  Congress  left  primarily  to  the  federal 
judiciary  the  tasks  of  defining  what  consti- 
tutes a  denial  of  "due  process  of  law"  or 
"equal  protection  of  the  laws"  and  of  apply- 
ing the  amendment's  prohibitions  as  so  de- 
fined where  compliance  counted,  that  is. 
against  the  excesses  of  state  and  local  gov- 
ernments. Congress  saw  that  to  accord  state 
and  local  governments  immunity  from  effec- 
tive federal  court  review  would  be  to  render 
the  great  guarantees  nothing  more  than 
rhetoric.  Congress  did  not  use  its  §  5  powers 
to  define  the  amendment's  guarantees,  but 
confined  its  role  to  the  adoption  of  meas- 
ures to  enforce  the  guarantees  as  interpret- 
ed by  the  judiciary.  And,  of  course.  §  5 
grants  Congress  no  power  to  restrict,  abro- 
gate or  dilute  the  guarantees  as  judicially 
construed.'" 

Congress'  investiture  of  the  federal  judici- 
ary with  broad  power  to  enforce  the  limits 
imposed  by  the  amendment  reflects  accept- 
ance of  two  fundamental  propositions.  First. 
it  demonstrates  a  recognition  that  written 
guarantees  of  liberty  are  mere  paper  protec- 
tions without  a  judiciary  to  define  and  en- 
force them.  Second,  it  reflects  acceptance  of 
the  lesson  taught  by  the  history  of  man's 
struggle  for  freedom  that  only  a  truly  inde- 
pendent judiciary  can  properly  play  the  role 
of  def iner  and  enforcer. 

Contrast,  for  example,  the  Universal  Dec- 
laration of  Human  Rights  in  the  Charter  of 
the  United  Nations,  which  expressed  in 
ringing  words  moral  condemnation  of  the 
tradedy  suffered  by  countless  human  t>eings 
over  the  face  of  the  globe  who  are  deprived 
of  their  liberty  without  accusation,  without 
trial,  upon  nothing  but  the  fiat  of  a  sover- 
eign government.  The  forthright  prohibi- 
tion of  Article  IX.  solenmly  joined  by  all  the 
signatory  powers,  is  that  "No  one  shall  be 
subject  to  arbitrary  arrest,  detention,  or 
exile."  But  that  has  been  no  more  than 
empty  rhetoric,  and  must  remain  so,  with- 
out an  international  tribunal  and  procedure 
to  hold  an  offending  signatory  state  to  com- 
pliance with  these  great  principles.  As 
things  stand,  concepts  of  personal  and  terri- 
torial supremacy— national  sovereignty- 
leave  each  member  state  free  to  grant  its 
nationals  only  that  measure  of  due  process 
provided  by  its  own  laws,  however  far  short 
that  measure  is  of  the  standard  of  the  Uni- 
versal Declaration. 

Contrast  the  way  the  declaration  of  simi- 
lar substantive  rights  in  the  Fourteenth 
Amendment  has  been  made  meaningful  by  a 
system  of  judicial  enforcement.  Our  con- 
cepts of  due  process  in  criminal  proceedings 
are  familiar  to  every  American:  a  prompt 
and  speedy  trial,  legal  assistance  (provided 
by  government  in  the  case  of  the  indigent), 
prohibition  of  any  kind  of  undue  coercion  or 
influence,  freedom  to  conduct  one's  own  de- 
fense, the  right  to  a  public  trial  and  written 
proceedings,  the  presumption  of  innocence 
and  the  burden  upon  government  to  prove 
guilt  beyond  a  reasonable  doubt,  and  securi- 
ty against  cruel  and  unusual  punishments. 
Congress  has  ordained  that  the  federal 
courts  shall  redress  denial  by  any  of  the 
states  of  these  standards  of  due  process.  In 
1867,  contemporaneously  with  its  proposal 
of  the  Fourteenth  Amendment  to  the 
states.  Congress  extended  the  ancient  writ 
of  habeas  corptis- that  must  important  writ 
to  a  free  people,  affording  as  it  does  a  swift 
and  imperative  remedy  in  cases  of  illegal  re- 
straint or  confinement— to  any  person 
claiming  to  be  held  in  custody  by  a  state  in 
violation  of  the  Constitution  or  laws  or  trea- 
ties of  the  United  States."  The  individual 
simply  petitions  a  federal  court  to  hear  his 


claim  that  his  detention  by  a  state  is  a  viola- 
tion of  federal  guarantees.  It  avails  the  state 
nothing  that  the  detention  does  no  violence 
to  state  law  or  the  state  constitution.  The 
guarantees  of  the  federal  Constitution  are 
the  higher  law.  It  is  true  that  the  federal 
court  will  not  hear  a  state  prisoner  who  has 
not  first  exhausted  any  available  state  rem- 
edies for  decision  of  his  federal  claims.  For 
upon  the  state  courts  equally  with  the  fed- 
eral courts  rests  the  obligation  to  guard,  en- 
force and  protect  every  right  granted  or  se- 
cured by  the  Constitution  of  the  United 
States.  However,  the  state  prisoner  is  not 
precluded  from  seeking  federal  relief  by  any 
determination  of  a  state  court  that  his  fed- 
eral claim  has  no  merit.  The  prisoner  may 
seek  review  of  that  holding  in  the  federal 
courts,  including  the  Supreme  Court  of  the 
United  States.  Since  he  seeks  his  release  on 
a  claim  of  unconstitutional  denial  of  a  right 
secured  to  him  by  the  federal  Constitution, 
the  last  word  as  to  its  merits  is  for  federal 
and  not  state  tribunals. 

In  other  words,  Congress  has  provided  a 
suprastate  procedure  for  vindicating  the 
guarantees  which  are  the  foundation  of  our 
free  society.  A  most  important  corollary 
effect  of  the  existence  of  this  suprastate 
remedy  is  the  incentive  given  to  the  judi- 
ciaries of  the  several  states  to  secure  every 
person  against  invasion  of  the  rights  guar- 
anteed him  by  the  basic  law  of  the  land. 

When  Congress  decided  to  rely  on  the  fed- 
eral judiciary  to  define  and  enforce  the 
guarantees  of  the  Fourteenth  Amendment, 
it  was  in  effect  acknowledging  the  peculiar 
competence  of  that  branch  of  government 
to  perform  such  tasks. 

The  Constitutional  Convention  had  over- 
whelming rejected  a  proposal  which  would 
have  provided  that  judges  "may  l)e  removed 
by  the  Executive  on  the  application  by  the 
Senate  and  House  of  Representatives."  We 
must,  therefore,  take  it  that  the  post-Civil 
War  Congress,  in  enormously  expanding 
federal  judicial  power  to  enable  the  federal 
courts  effectively  to  enforce  the  new  consti- 
tutional limits  on  state  authority,  fully  ex- 
pected that  an  independent  federal  judici- 
ary would  regard  it  a  solemn  duty  to  inter- 
pret and  apply  the  new  constitutional  re- 
straints in  the  spirit  and  sense  intended  by 
their  framers,  however  unpopular  with  local 
authority  or  majority  sentiment.  Such  ex- 
pectation is,  after  all.  the  heart  of  our  con- 
stitutional plan  of  judicially  enforceable  re- 
straints. 

The  judicial  task  in  defining  and  enforc- 
ing the  Fourteenth  Amendment  was  made 
particularly  formidable  by  the  patent  ambi- 
guity of  the  terms  "due  process  of  law"  and 
"equal  protection  of  the  laws."  By  design, 
the  great  clauses  of  the  Constitution  had 
been  broadly  phrased  to  keep  their  noble 
principles  adaptable  to  changing  conditions 
and  changing  concepts  of  social  justice,  but 
"due  process  of  law"  and  "equal  protection 
of  the  laws"  were  particularly  empty  ves- 
sels. In  Cardozo's  words,  they  are  "of  the 
greatest  generality." 

It  is  true  that  the  term  "due  process  of 
law "  derived  from  Magna  Carta.  It  is  the 
equivalent  of  the  term,  the  "law  of  the 
land."  But  the  Supreme  Court  from  the  be- 
ginning rejected  the  notion  that  "due  proc- 
ess of  law,"  as  used  in  either  the  Fifth  or 
Fourteenth  Admendments,  embraced  noth- 
ing except  what  constituted  the  "law  of  the 
land,"  as  sanctioned  by  settled  usage  in  'Eng- 
land  or  in  this  country.  In  a  case  decided  in 
1884,  when  the  amendment  was  but  16  years 
old,  the  Court  said; 

".  .  .  to  hold  that  such  a  characteristic  is 
essential  to  due  process  of  law,  would  be  to 


deny  every  quality  of  the  law  but  its  age. 
and  to  render  it  incapable  of  progress  or  im- 
provement. It  would  be  to  stamp  upon  our 
jurisprudence  the  unchangeableness  attrib- 
uted to  the  laws  of  the  Medes  and  Persians. 
.  .  it  is  better  not  to  go  too  far  back 
into  antiquity  for  the  best  securities  for  our 
■ancient  liberties.'  It  is  more  consonant  to 
the  true  philosophy  of  our  historical  legal 
institutions  to  say  that  the  spirit  of  person- 
al liberty  and  individual  right,  which  they 
embodied,  was  preserved  and  developed  by  a 
progressive  growth  and  wise  adaptation  to 
new  circumstances  and  situation  of  the 
forms  and  processes  found  fit  to  give,  from 
time  to  time,  new  expression  and  greater 
effect  to  modem  ideas  of  self-govern- 
ment." '2 

Congress  has  not  yet  chosen  to  exercise  its 
power  under  section  5  of  the  amendment 
fully  to  enlighten  us  as  to  the  constitutional 
goals  that  should  be  furthered  in  applying 
the  amendment's  restraints:  nor  is  the  judi- 
ciary confined  to  discovering  how  the  fram- 
ers would  have  construed  and  applied  those 
restraints.  In  the  words  of  Chief  Justice 
Hughes: 

"if  by  the  statement  that  what  the  Consti- 
tution meant  at  the  time  of  its  adoption  it 
means  today,  it  is  intended  to  say  that  the 
great  clauses  of  the  Constitution  must  be 
confined  to  the  interpretation  which  the 
framers.  with  the  conditions  and  outlook  of 
their  time,  would  have  placed  upon  them, 
the  statement  carries  its  own  refutation.  It 
was  to  guard  against  such  a  narrow  concei>- 
tion  that  Chief  Justice  Marshall  uttered  the 
memorable  warning"— 'We  must  never 
forget  that  it  is  a  constitution  we  re  ex- 
pounding' (.McCxdloch  V.  Maryland  .  .  .)— "a 
constitution  intended  to  endure  for  ages  to 
come,  and  consequently,  to  t>e  adapted  to 
the  various  crises  of  human  affairs.'.  .  . 
When  we  are  dealing  with  the  words  of  the 
Constitution,  said  this  court  in  Missouri  v. 
Holland  .  .  .  We  must  realize  that  they 
have  called  into  life  a  being  the  develop- 
ment of  which  could  not  have  been  foreseen 
completely  by  the  most  gifted  of  its  beget- 
ters. .  .  .  The  case  before  us  must  be  consid- 
ered in  the  light  of  our  whole  experience 
and  not  merely  in  that  of  what  was  said  a 
hundred  years  ago'."  " 

In  giving  meaning  to  the  terms  "due  proc- 
ess of  law"  and  "equal  protection  of  the 
laws, '■  federal  judges  have  so  far  been 
aware,  as  Judge  Learned  Hand  admonished: 
"that  there  are  before  them  more  than 
verbal  problems:  more  than  final  solutions 
cast  in  generalizations  of  universal  applica- 
bility. They  must  be  aware  of  the  changing 
social  tensions  in  every  society  which  makes 
[sic]  it  an  organism;  which  demand  new 
schemata  of  adaptation;  which  will  disrupt 
it,  if  rigidly  confined."  '■• 

This  approach  of  the  federal  judiciary 
promised  the  country  to  make  the  Four- 
teenth Amendment  a  potent  tool  in  the 
attack  upon  the  central  problem  of  the 
Twentieth  Century  in  our  country.  Society's 
overriding  concern  today  should  continue  to 
be,  indeed  must  continue  to  be,  providing 
freedom  and  equality,  in  a  realistic  and  not 
merely  formal  sense,  to  all  the  people  of 
this  Nation.  We  know  that  social  realities  do 
not  yet  fully  correspond  to  the  promise  of 
the  Fourteenth  Amendment.  We  do  not  yet 
have  justice,  equal  and  practical,  for  the 
poor,  for  the  members  of  minority  groups, 
for  the  criminally  accused,  for  the  displaced 
persons  of  the  technological  revolution,  for 
alienated  youth,  for  the  urban  masses,  for 
the  unrepresented  consumer— for  all,  in 
short,  who  do  not  partake  of  the  abundance 
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of  American  life.  Congress  and  the  federal 
judiciary  have  done  much  in  recent  years  to 
close  the  gap  between  promise  and  fulfill- 
ment, but  who  will  deny  that  despite  this 
great  progress  the  goal  of  universal  eQuali- 
ty,  freedom  and  prosperity  is  far  from  won 
and  that  ugly  inequities  continue  to  mar  the 
f  Me  of  our  nation?  We  are  surely  nearer  the 
beginning  than  the  end  of  the  struggle. 

And  the  struggle  is  once  again  putting  at 
stake    the    substance    of    the    Fourteenth 
Amendment.  It  is  a  seething,  roaring  con- 
flict in  our  society,  and  among  Judges.  "The 
battle  is  fought,  as  always,  as  a  conflict  over 
the  meaning  of  the  great  phrases  of  the 
amendment— due  process,  equal  protection 
of  the  laws,  and  privileges  and  immunities 
of  citizens  of  the  United  States:  and  it  rages 
as  a  conflict  over  the  respective  powers  of 
the     national     and     state     goverimients. 
.  .  .  Throughout  its  [more  than  a]  century 
of  existence,  the  Fourteenth  Amendment 
has  meant  many  things  to  many  men.  Men 
of  equal  integrity,  of  equal  devotion  to  free- 
dom and  liberty  and  patriotism,  have  ar- 
rived at  fundamentally  different  interpreta- 
tions of  its  words  and  principles.  No  one  fa- 
miliar with   the   judicial   opinions   or   the 
scholarly  literature  would  assert  the  con- 
trary." A  reason  for  alarm  is  that  in  the 
face  of  signs  of  negation  once  again  "one 
can't  avoid  thinking  that  perhaps  there  is  a 
sad  parallel  between   [the  post-Civil   War 
period]  and  now:  Is  the  curve  of  events,  this 
time,  to  retrace  that  which  followed  the 
Civil  War?""  Then,  at  the  same  time  the 
Supreme  Court  was  engaged  in  major  ex- 
pansion of  the  amendment's  scope  on  behalf 
of  the  property  interests,  it  was  involved  in 
a  drastic  curtailment  of  its  scope  with  re- 
spect to  the  amendment's  intended  benefici- 
aries—the Negroes  or  freedmen  ...  we  can 
hardly  avoid  a  sigh  of  regret  for  what  might 
have  been:  If  the  Supreme  Court  had  not 
emasculated    the    amendment;    if    Justice 
Miller   has   voted   the   other   way   in   the 
Slaughterhouse  cases  and  thereby  turned 
the  majority  around;  if  the  elder  Harlan's 
lone  dissent  in  the  Civil  Rights  cases  had 
prevailed;   if   the   Fourteenth   Amendment 
had  not  lain  substantially  dormant  as  a  doc- 
ument of  human  freedom  until  at  least  the 
1930's.  ...  If,  rather,  the  amendment  had 
been  faithfully  applied  as  it  was  intended; 
to  insure  by  governmental  action,  national 
and  local,  that  all  men  and  women  were 
secure— and  secure  equally— in  their  funda- 
mental rights  to  life,  liberty  and  property;  if 
this  had  been  the  course  of  history;"  per- 
haps we  would  not  have  reason  today  unea- 
sily  to   ask   "Will   the   new   conmiitment. 
begun  most  dramatically  in  1954  to  enforce- 
ment of  fundamental  and  equal  rights  for 
all  be  reduced  once  again  to  a  "feeble  prom- 
ise of  maybe,  sometimes  and  only  in  some 
respects.""  Even  though  "the  great  com- 
mand   of    the    Fourteenth    Amendment— 
equally  under  the  rule  of  law,  protecting  the 
fundamental  rights  of  humanity— is  basic  in 
our  religious  tmd  ethical  ideals,""— and  has 
been    enforced    primarily    by   the   judicial 
branch— history   can   repeat   itself;   it   has 
happend  before— and  more  than  once. 

But  if  we  do  stand  at  the  threshold  of  a 
time  that  "will  usher  in  a  new  and  savage 
struggle  between  freedom's  believers  and  its 
destroyers"'"  the  ultimate  outcome  may 
well  depend  on  the  repsonse  of  the  Bar— not 
only  of  you  of  this  Section  already  commit- 
ted to  protection  of  individuals  rights,  but 
also  of  lawyers  throughout  the  land.  1  per- 
sonally have  faith  that  freedom  will  survive 
and  that  the  Fourteenth  Amendment's 
great  principles  will  flourish."  But  they  will 


successfully  resist  impending  onslaught 
only  as  [lawyers]  have  the  courage  to  un- 
derstand and  acknowledge  their  meaning; 
.  .  .  have  courage  to  acknowledge  their  am- 
biguities and  uncertainties  as  well  as  their 
positive  commands;  only  as  they  understand 
our  history;  and  only  as  they  and  all  of  us 
have  the  faith  and  courage  to  defend  free- 
dom and  justice  and  equality  and  to  stand 
steadfastly  and  unmoving  against  those 
who,  in  whatever  guise,  seek  nullification  of 
the  great  principles  of  our  American  Consti- 
tution."" 

And  we  must  not  be  beguiled  with  think- 
ing that,  because  state  supreme  courts  are 
increasingly  evaluating  their  state  constitu- 
tions and  concluding  that  those  constitu- 
tions should  be  applied  to  confer  greater 
civil  liberties  than  their  federal  counter- 
parts, we  can  safely  ignore  the  deterioration 
being  worked  on  Fourteenth  Amendment 
protections.  We  can  and  should  welcome 
this  development  in  state  constitutional  ju- 
risprudence—indeed, my  own  view  is  that 
this  rediscovery  by  state  supreme  courts  of 
the  broader  protections  afforded  their  own 
citizens  by  their  state  constitutions- 
spawned  in  part  certainly  by  dissatisfaction 
with  the  decisional  law  being  announced 
these  days  by  the  United  States  Supreme 
Court— is  probably  the  most  important  de- 
velopment in  constitutional  jurisprudence 
of  our  times.  For  state  constitutional  law 
will  assume  an  increasingly  more  visible  role 
in  American  law  in  the  years  ahead.  Law- 
yers should  take  heed:  Justice  Hans  Linde 
of  the  Oregon  Supreme  Court  has  said,  for 
example:  "A  lawyer  today  representing 
someone  who  claims  some  constitutional 
protection  and  who  does  not  argue  that  the 
state  constitution  provides  that  protection 
is  skating  on  the  edge  of  malpractice." 
Welsh  V.  Collins,  "Taking  State  Constitu- 
tions Seriously."  The  Center  Mag.  6,  12 
(Sept.,  Oct.  1981). 

But  this  most  welcome  development  does 
not  mean  that  we  can  stop  resisting  cut- 
backs, particularly  by  the  Supreme  Court  of 
the  United  States,  of  Fourteenth  Amend- 
ment protections.  One  of  the  great 
strengths  of  our  federal  system  is  that  it 
provides  a  double  source  of  protection  for 
the  liberties  of  our  citizens.  Federalism  is 
not  served  when  the  federal  half  of  that 
protection  is  crippled. 
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RECESS  UNTIL  9:30  A.M. 

Mr.  HELMS.  Mr.  President,  I  ask 
unanimous  consent  that  once  the 
Senate  completes  its  business  today,  it 
stand  in  recess  until  9:30  a.m.  on 
Friday,  September  19.  1986. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

rec(x;nition  of  certain  senators 
Mr.  HELMS.  Following  the  recogni- 
tion of  the  two  leaders  under  the 
standing  order,  I  ask  unanimous  con- 
sent that  the  following  Senators  be 
recognized  for  not  to  exceed  5  minutes 
each  for  special  orders;  Mrs.  Hawkins, 
Mr.  Proxmire.  Mr.  Heinz,  Mr.  Sasser, 
Mr.    Wallop.   Mr.    Baucus,    and   Mr. 

l^TATTTNfl  Y 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
routine  morning  business 

Mr.  HELMS.  Following  the  special 
orders  just  identified,  I  ask  unanimous 
consent  there  be  a  period  for  the 
transaction  of  routine  morning  busi- 
ness not  to  extend  beyond  10:30  a.m., 
with  Senators  permitted  to  speak 
therein  for  not  more  than  5  minutes 
each. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


PROGRAM 


Mr.  HELMS.  At  the  conclusion  of 
morning  business,  the  Senate  will 
resume  the  pending  business,  S.  2706, 
the  reconciliation  bill.  It  may  also  be 
the  intention  of  the  majority  leader  to 
turn  to  amy  other  legislative  or  execu- 
tive items  cleared  for  action.  Senators 
should  be  on  notice  that  votes  are  ex- 
pected throughout  the  day  and  a  late 
session— for  emphasis,  I  repeat  a  late 
session— is  anticipated  on  Friday. 

Mr.  President,  I  suggest  the  absence 
of  a  quorum.  

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

D  1940 

Mr.  HELMS.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


UNANIMOUS-CONSENT        AGREE- 
MENT—RECONCILIATION BILL 

Mr.  HELMS.  Mr.  President,  I  ask 
unanimous  consent  that  on  tomorrow, 
at  such  time  as  the  chairman  and  the 
ranking  minority  member  of  the 
Budget  Committee  are  ready  to 
resume  consideration  of  S.  2706,  the 
reconciliation  bill,  there  be  8  hours  of 
the  20  originally  provided  under  the 
law  remaining  for  debate;  further  pro- 
vided that,  meanwhile,  S.   2706.  the 
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reconciliation  bill,  retain  its  current 
status  as  the  pending  business. 

Mr.  BYRD.  Reserving  the  right  to 
objection— I  shall  not  object— this  re- 
quest has  been  cleared  on  this  side  of 
the  aisle.  I  remove  my  reservation. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


EXECUTIVE  SESSION 

Mr.  HELMS.  Mr.  President,  I  inquire 
of  the  distinguished  minority  leader  if 
he  is  in  a  position  to  consider  the  fol- 
lowing nominations  on  the  Executive 
Calendar:  No. =1027  to  No.  1029  under 
the  Air  Force;  No.  1030  through  No. 
1033,  under  the  Army:  No.  1034 
through  No.  1038,  under  the  Navy:  No. 
1039,  Harold  T.  Duryee:  and  all  nomi- 
nations placed  on  the  Secretary's  desk, 
with  the  exception  of  the  nomination 
of  Edwin  G.  Corr. 

Mr.  BYRD.  Mr.  President,  I  ask  the 
distinguished  acting  Republican  leader 
what  the  last  calendar  order  number 
was  that  he  identified.  What  was  that 
number? 

Mr.  HELMS.  1039. 

Mr.  BYRD.  Mr.  President.  I  think  I 
have  heard  the  distinguished  acting 
Republican  leader  accurately. 

On  this  side  of  the  aisle,  the  follow- 
ing nominations  have  been  cleared  by 
all  Members  and  we  are  ready  to  pro- 
ceed with  the  confirmation  thereof: 
AU  nominations  on  page  2  of  the  Exec- 
utive Calendar,  under  the  Air  Force 
and  under  the  Army:  all  on  page  3 
under  the  Army:  all  on  page  4  under 
the  Navy:  all  on  page  5  under  the 
Navy;  all  on  page  6  under  the  Navy; 
Calendar  No.  1039  on  page  7;  and  all 
nominations  placed  on  the  Secretary's 
desk  in  the  Air  Force.  Marine  Corps, 
Navy,  Senior  Foreign  Service,  includ- 
ing Mr.  Corr. 

Mr.  HELMS.  My  unanimous-consent 
request  was  with  the  exception  of 
Edwin  G.  Corr. 

Mr.  BYRD.  Yes. 

Mr.  HELMS.  With  that  understand- 
ing. I  ask  unanimous  consent  that  the 
Senate  go  into  executive  session  to 
consider  the  nominations  just  identi- 
fied and  that  they  be  considered  and 
confirmed  en  bloc. 

The  nominations  considered  and 
confirmed  en  bloc  are  as  follows: 


In  the  Air  Force 

The  foUowing-named  officer  under  the 
provisions  of  title  10,  United  States  Code. 
Section  601,  to  be  assigned  to  a  position  of 
importance  and  responsibility  designated  by 
the  President  under  title  10.  United  States 
Code,  section  601: 

To  be  lieutenant  general 
Maj.    Gen.    Edward    J.    Heinz.    471-32- 
4675FR.  U.S.  Air  Force. 

The  following-named  officer,  under  the 
provisions  of  title  10,  United  States  Code, 
section  601.  to  be  assigned  to  a  position  of 
importance  and  responsibility  designated  by 


the  President  under  title  10,  United  States 
Code,  section  601: 

7*0  be  lieutenant  general 

Maj.  Gen.  Bradley  C.  Hosmer,  224-48- 
7119FR,  U.S.  Air  Force. 

The  following;named  officer,  under  provi- 
sions of  title  10.  United  States  Code,  section 
601,  to  be  reassigned  to  a  position  of  impor- 
tance and  responsibility  designated  by  the 
President  under  title  10,  United  States 
Code,  section  601: 

To  be  lieutenant  general 

Lt.  Gen.  Forrest  S.  McCartney,  535-24- 
8198FR,  U.S.  Air  Force. 

In  the  Army 

The  following-named  officer  under  the 
provisions  of  title  10.  United  States  Code, 
section  3040(b),  to  be  appointed  as  Assistant 
Surgeon  General/Chief,  Dental  Corps,  U.S. 
Army: 

Brig.  Gen.  Billie  B.  Lefler.  XXX-XX-XXXX. 
U.S.  Army. 

The  following-named  Army  Reserve  offi- 
cer for  appointment  as  Chief.  Army  Re- 
serve, under  the  provisions  of  title  10, 
United  States  Code,  section  3019: 

Maj.  Gen.  William  Francis  Ward,  030-20- 
6299. 

The  following  officers  for  appointment  as 
Reserve  commissioned  officers  in  the  Adju- 
tant General's  Corps,  Army  National  Guard 
of  the  United  States,  Reserve  of  the  Army. 
under  the  provisions  of  title  10,  United 
States  Code,  sections  593(a)  and  3392: 
To  be  major  general 

Brig.  Gen.  James  A.  Ryan,  XXX-XX-XXXX. 

Brig.  Gen.  Carl  G.  Farrell,  XXX-XX-XXXX. 

Brig.  Gen.  Charles  E.  Scott,  XXX-XX-XXXX. 

The  following-named  Army  Dental  Corps 
Competitive  Category  officer  for  appoint- 
ment in  the  U.S.  Army  to  the  grade  indicat- 
ed under  the  provisions  of  title  10,  United 
States  Code,  sections  611(a)  and  624: 
To  be  permanent  brigadier  general 

Col.  Thomas  R.  Tempel,  XXX-XX-XXXX, 
Dental  Corps  Competitive  Category,  U.S. 
Army. 

In  the  Navy 

The  following-named  officer,  under  the 
provisions  of  title  10,  United  States  Code, 
section  601,  to  be  reassigned  to  a  position  of 
importance  and  responsibility  designated  by 
the  President  under  title  10,  United  States 
Code,  section  601: 

To  be  vice  admiral 

Vice  Adm.  Paul  McCarthy,  Jr.,  030-24- 
9234/1310,  U.S.  Navy. 

The  following-named  officer,  under  the 
provisions  of  title  10.  United  States  Code, 
section  601,  to  be  assigned  to  a  position  of 
importance  and  responsibility  designated  by 
the  President  under  title  10,  United  States 
Code,  section  601: 

To  be  vice  admiral 

Rear  Adm.  (lower  half)  Paul  D.  Miller. 
XXX-XX-XXXX/1110.  U.S.  Navy. 

The  following-named  rear  admirals  (lower 
half)  of  the  line  of  the  Navy  for  promotion 
to  the  permanent  grade  of  rear  admiral, 
pursuant  to  title  10,  United  States  Code, 
section  624,  subject  to  qualifications  there- 
fore as  provided  by  law: 

UNRESTRICTED  LINE  OFFICER 

Roger  Francis  Bacon. 
Jerry  Creighton  Breast. 
Paul  Donald  Butcher. 
Guy  Haldane  Curtis  III. 
Harry  Kenneth  Fiske. 
Raymond  Paul  Ilg. 
Jerome  Lamarr  Johnson. 


UMI 


Robert  Joseph  Kelly. 
Robert  Kalani  Uichi  Kihune. 
Henry  Herrward  Mauz,  Jr. 
William  Tyler  Pendley. 
James  Guy  Reynolds. 
Dean  Reynolds  Sackett,  Jr. 
James  Michael  Gleaso  Seely. 
John  Frederick  Shaw. 
Hugh  Larimer  Webster. 
John  Raymond  Wilson,  Jr., 

RESTRICTED  LINE— ENGINEERING  DUTY  OFFICER 

Malcolm  Mackinnon,  III. 
Kermeth  Cornelius  Malley. 

RESTRICTED  LINE— AERONAUTICAL  ENGINEERING 
DUTY  OFFICER 

John  Clark  Weaver. 

The  following-named  rear  admirals  (lower 
half)  of  the  United  States  Navy  for  promo- 
tion to  the  permanent  grade  of  rear  admi- 
ral, pursuant  to  title  10,  United  States  Code, 
section  624,  subject  to  qualifications  there- 
fore as  provided  by  law: 

CIVIL  ENGINEER  CORPS 

Arthur  William  Fort. 

Frederick  Guyer  Kelley. 

The  following-named  rear  admirals  (lower 
half)  of  the  Reserve  of  the  U.S.  Navy  for 
permanent  promotion  to  the  grade  of  rear 
admiral  in  the  line  and  staff  corps,  as  indi- 
cated, pursuant  to  the  provisions  of  title  10, 
United  States  Code,  section  5912; 

UNRESTRICTED  LINE  OFFICERS 

John  Edward  Love. 
John  Dennis  Summers. 

AERONAUTICAL  ENGINEERING  DUTY  OFFICER 
(AERONAUTICAL  ENGINEERING) 

Clay  Wayland  Gordon  Fulcher. 

SPECIAL  DUTY  OFFICER  (CRYPTOLOCY) 

William  Joseph  Miles. 

SPECIAL  DUTY  OFFICER  I  INTELLIGENCE) 

Robert  Patrick  Tieman. 

MEDICAL  CORPS  OFFICERS 

John  Duncan  Tolmie. 
James  Glen  Roberts. 

DENTAL  CORPS  OFFICER 

Edward  John  O'Shea,  Jr. 

JUDGE  ADVOCATE  GENERAL'S  CORPS  OFFICER 

Robert  Edward  Wiss. 

CHAPLAIN  CORPS  OFFICER 

John  Joseph  Hever. 

Federal  Emergency  Management  Agency 
Harold  T.  Duryee,  of  the  District  of  Co- 
lumbia, to  be  Federal  Insurance  Administra- 
tor,     Federal      Emergency      Management 
Agency,  vice  Jeffrey  S.  Bragg,  resigned. 
In  the  Air  Force 

Air  Force  nominations  beginning  Richard 
O.  Abderhalden,  Jr.,  and  ending  Daryl  A. 
Yerkes,  which  nominations  were  received  by 
the  Senate  and  appeared  in  the  Congres- 
sional Record  of  September  9, 1986. 
In  the  Marine  Corps 

Marine  Corps  nominations  beginning 
Robert  J.  Agro,  and  ending  James  G.  Zum- 
walt,  II,  which  nominations  were  received 
by  the  Senate  and  appeared  in  the  Congres- 
sional Record  of  August  14,  1986. 

Marine  Corps  nominations  beginning 
Steven  Bamett,  and  ending  Mark  A.  Werth, 
which  nominations  were  received  by  the 
Senate  and  appeared  in  the  Congressional 
Record  of  September  9, 1986. 

In  the  Navy 
Navy    nominations    beginning   Susan    D. 
Harvey,  and  ending  Paul  M.  Votruba,  which 
nominations  were  received  by  the  Senate 
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and  appeared  in  the  Congressional  Record 
of  September  9. 1988. 

D  1940 

Mr.  HELMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
nominations  were  confirmed. 

Mr.  BYRD.  Mr.  President,  I  move  to 
lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  HELMS.  Mr.  President,  I  ask 
unanimous  consent  that  the  President 
be  immediately  notified  of  the  confir- 
mation of  these  nominations. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


LEGISLATIVE  SESSION 

Mr.  .HELMS.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate 
return  to  the  consideration  of  legisla- 
tive business. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  HELMS.  Mr.  President,  I  sug- 
gest the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

Mr.  HELMS.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


RECESS  UNTIL  9:30  A.M. 
TOMORROW 

Mr.  HELMS.  Mr.  President,  under 
the  previous  order  I  move  that  the 
Senate  now  stand  in  recess  until  9:30 
a.m.  tomorrow  morning. 

The  motion  was  agreed  to,  and  at 
7:49  p.m.  the  Senate  recessed  until 
Friday,  September  19,  1986.  at  9:30 
a.m. 


NOMINATIONS 

Executive  nominations  received  by 
the  Senate  September  18.  1986: 
World  Health  Organization 

Prank  E.  Young,  of  Maryland,  to  be  Rep- 
resentative of  the  United  States  on  the  Ex- 
ecutive Board  of  the  World  Health  Organi- 
zation, vice  Edward  N.  Brandt,  Jr.,  resigned. 
Department  of  Defense 

James  F.  McGovern,  of  Virginia,  to  be 
Under  Secretary  of  the  Air  Force,  vice 
Edward  C.  Aldridge,  Jr. 

In  the  Air  Force 

The  following-named  officers  for  perma- 
nent promotion  in  the  U.S.  Air  Force,  under 
the  appropriate  provisions  of  section  624, 
title  10.  United  States  Code,  as  amended, 
with  dates  of  rank  to  be  determined  by  the 
Secretary  of  the  Air  Force. 

LINE  OF  this  air  FORCE 

To  be  colonel 
Abbey,  Dennis  O..  XXX-XX-XXXX 
Abel,  Raymond  E..  Jr..  XXX-XX-XXXX 
Adams.  Gerald  R..  XXX-XX-XXXX 
Agnew.  John  T.,  XXX-XX-XXXX 


Agnor,  Raymond  M..  Jr..  XXX-XX-XXXX 
Ahem,  Daniel  B.,  XXX-XX-XXXX 
Aikman,  Lynn  A..  XXX-XX-XXXX 
Aitken.  George  G.,  XXX-XX-XXXX 
Alexander.  Thomas  L..  XXX-XX-XXXX 
Algire.  Richard  G..  XXX-XX-XXXX 
Allen,  Robert  A..  Jr.,  XXX-XX-XXXX 
AUevato,  John  T.,  XXX-XX-XXXX 
Almand.  Larry  M.,  XXX-XX-XXXX 
Ames.  Robert  R.,  XXX-XX-XXXX 
Anders.  Wayne  R..  XXX-XX-XXXX 
Anderson.  Darwin  C.  XXX-XX-XXXX 
Anderson.  Frank  W..  Jr..  XXX-XX-XXXX 
Anderson,  Kurt  B.,  XXX-XX-XXXX 
Anderson.  Reed  M..  XXX-XX-XXXX 
Andre.  Jerome  P..  XXX-XX-XXXX 
Andreus,  Prank  C.  II.  XXX-XX-XXXX 
Andrews,  Franklin  J..  XXX-XX-XXXX 
Andrews.  James  E.,  XXX-XX-XXXX 
Andrews.  Robert  P.,  XXX-XX-XXXX 
Anthony.  Ron  A.,  XXX-XX-XXXX 
Archibald.  Harold  A..  XXX-XX-XXXX 
Ashby,  Randolph  W.,  XXX-XX-XXXX 
Atkinson.  David  E..  XXX-XX-XXXX 
Atkinson.  Thomas  P..  Jr..  XXX-XX-XXXX 
Austin,  Gary  M.,  XXX-XX-XXXX 
Azuma.  Robert  T..  XXX-XX-XXXX 
Baars.  Thomas  E.,  XXX-XX-XXXX 
Bailey.  Gregory  P..  XXX-XX-XXXX 
Baker.  Carl  L..  XXX-XX-XXXX 
Baker.  Herbert  G.,  XXX-XX-XXXX 
Banachowski,  Chester  A.,  XXX-XX-XXXX 
Barnard,  Howard  D..  Ill,  XXX-XX-XXXX 
Bartholomew,  Raymond  J..  XXX-XX-XXXX 
Barton.  Richard  W.,  XXX-XX-XXXX 
Bauer.  Bruce  L.,  XXX-XX-XXXX 
Bauer.  Christian  A..  XXX-XX-XXXX 
Bauer,  James  P.,  XXX-XX-XXXX 
Bean,  William  R.,  Jr..  XXX-XX-XXXX 
Beauregard.  Richard  J.,  XXX-XX-XXXX 
Beck,  Dennis  G..  XXX-XX-XXXX 
Beck.  Rex  E.,  Jr.,  XXX-XX-XXXX 
Beck.  Robert  J..  XXX-XX-XXXX 
Becker.  Gerald  E.,  XXX-XX-XXXX 
Beckner,  William  E..  XXX-XX-XXXX 
Beckwith.  Everett  G..  XXX-XX-XXXX 
Bell,  Frederick  M.,  XXX-XX-XXXX 
Bell,  Ralph  H.,  XXX-XX-XXXX 
Bendlin,  Gary  R.,  XXX-XX-XXXX 
Benedict,  Stephen  L.,  XXX-XX-XXXX 
Bernhardt,  James  H.,  XXX-XX-XXXX 
Berry,  Arnold  M.,  XXX-XX-XXXX 
Betzing,  Martin  H.,  XXX-XX-XXXX 
Bewley,  Carroll  E.,  XXX-XX-XXXX 
Bey,  Victor  L.,  XXX-XX-XXXX 
Biezad,  Daniel  J.,  XXX-XX-XXXX 
Bigelow,  Richard  E.,.  XXX-XX-XXXX 
Bigham,  Eugene  P.,  XXX-XX-XXXX 
Birdlebough,  Michael  W..  XXX-XX-XXXX 
Black.  Ralph  P..  Jr.,  XXX-XX-XXXX 
Blitt,  William  J.,  XXX-XX-XXXX 
Bolton.  Claude  M.,  Jr.,  XXX-XX-XXXX 
Boney,  James  S.,  XXX-XX-XXXX 
Boniface.  George  B..  Jr.,  XXX-XX-XXXX 
Boone,  William  L.,  XXX-XX-XXXX 
Booth,  Thomas  R.L.,  XXX-XX-XXXX 
Borowski,  Richard  A.,  XXX-XX-XXXX 
Bost,  Thomas  D.,  XXX-XX-XXXX 
Boudreaux,  Ray  M.,  XXX-XX-XXXX 
Bowen,  Paul  B.,  XXX-XX-XXXX 
Bowman,  John  G.,  Jr.,  XXX-XX-XXXX 
Boyce,  Joseph  B.,  Jr.,  XXX-XX-XXXX 
Boykin,  Kenneth  S.,  XXX-XX-XXXX 
Boykin,  Samuel  V..  Jr..  XXX-XX-XXXX 
Bradbury,  Byron  G..  XXX-XX-XXXX 
Bradley,  Stuart  C.  XXX-XX-XXXX 
Brady.  Terrence  J..  XXX-XX-XXXX 
Brantner.  Karen  S..  XXX-XX-XXXX 
Bras.  Victor  D..  XXX-XX-XXXX 
Bream.  Joseph  R..  XXX-XX-XXXX 
Breedlove.  PhiUip  G..  XXX-XX-XXXX 
Bridges.  Clayton  G.,  XXX-XX-XXXX 
Bridges.  John  P..  XXX-XX-XXXX 
Brown.  Nelson  C.  XXX-XX-XXXX 


Brown.  Timothy  D.,  XXX-XX-XXXX 
Bruce.  Philip  W..  XXX-XX-XXXX 
Bruns.  David  A..  XXX-XX-XXXX 
Bryan.  Edwin  B..  XXX-XX-XXXX 
Bryan.  Robert  E.,  XXX-XX-XXXX 
Bryant.  Ronald  XXX-XX-XXXX 
Bryson.  Jon  H.,  XXX-XX-XXXX 
Buchanan,  Norman  H.,  XXX-XX-XXXX 
Bucher,  Wallace  T.,  XXX-XX-XXXX 
Budinger,  Fred  W.,  Jr..  XXX-XX-XXXX 
Buickerood,  Richard  W.,  XXX-XX-XXXX 
Bunnell,  Robert  J.,  XXX-XX-XXXX 
Bunzendahl.  Sidney  P..  Jr.,  XXX-XX-XXXX 
Burkard,  Forrest  A..  XXX-XX-XXXX 
Burke,  Terry  A..  XXX-XX-XXXX 
Butler.  Frederick  W..  XXX-XX-XXXX 
Buxton.  Leroy  W..  XXX-XX-XXXX 
Cain.  John  H.,  XXX-XX-XXXX 
Campbell.  Donald  B.,  XXX-XX-XXXX 
Campbell,  Frank  B..  XXX-XX-XXXX 
Campbell,  William  H.,  Jr.,  XXX-XX-XXXX 
Campione,  Joseph  A.,  XXX-XX-XXXX 
Cannon,  Roger  S.,  XXX-XX-XXXX 
Canter,  Carl  W.,  XXX-XX-XXXX 
Carlson,  Kent  R.,  XXX-XX-XXXX 
Carlson,  Randal  D.,  XXX-XX-XXXX 
Carney,  James  P..  Jr..  XXX-XX-XXXX 
Carpenter,  Dennis  D.,  XXX-XX-XXXX 
Carter.  Edward  B..  XXX-XX-XXXX 
Casker.  Thomas  W.,  XXX-XX-XXXX 
Cass,  Stein  L.,  XXX-XX-XXXX 
Cassidy.  Michael  S.,  XXX-XX-XXXX 
Castle,  Richard  S.,  XXX-XX-XXXX 
Castonguay,  Joseph  L.,  XXX-XX-XXXX 
Cavanagh.  Thomas  T..  III.  XXX-XX-XXXX 
Caywood,  Abbie  G..  XXX-XX-XXXX 
Chace,  Harvey  D..  XXX-XX-XXXX 
Check,  William  D..  XXX-XX-XXXX 
Chittick,  James  E.,  XXX-XX-XXXX 
Choffel,  Michael  P..  XXX-XX-XXXX 
Christian,  Don  O.,  XXX-XX-XXXX 
Cirillo,  Francis  A.,  Jr.,  XXX-XX-XXXX 
Clark,  Daniel  R.,  XXX-XX-XXXX 
Clark,  James  I..  XXX-XX-XXXX 
Clay,  Michael  T.,  XXX-XX-XXXX 
Clough.  James  A.,  Jr.,  XXX-XX-XXXX 
Cobb,  Harvey  G..  XXX-XX-XXXX 
Cocheo,  Dennis..  XXX-XX-XXXX 
Cocks,  Joel  P.,  XXX-XX-XXXX 
Coffey.  Roger  K.,  XXX-XX-XXXX 
Cole.  William,  III.  XXX-XX-XXXX 
Coleman.  Robert  G.,  II,  XXX-XX-XXXX 
Collins,  Kenneth  A.,  XXX-XX-XXXX 
Connors,  Michael  J.,  XXX-XX-XXXX 
Cook,  Donald  G..  XXX-XX-XXXX 
Cookson,  Gerard  D..  XXX-XX-XXXX 
Copier,  Thomas  H.,  XXX-XX-XXXX 
Corder.  Charles  T..  XXX-XX-XXXX 
Cords,  Robert  D.,  XXX-XX-XXXX 
Cormack,  David  E.,  XXX-XX-XXXX 
Cormney,  Laney  K.,  XXX-XX-XXXX 
Cossa,  Ralph  A.,  XXX-XX-XXXX 
Couch,  Richard  S.,  XXX-XX-XXXX 
Coulter.  Robert  A.,  XXX-XX-XXXX 
Couser,  Walter  J.,  Ill,  XXX-XX-XXXX 
Covi,  John  H.,  XXX-XX-XXXX 
Cozza.  James  A.,  XXX-XX-XXXX 
Craigie,  Donald  P..  XXX-XX-XXXX 
Crane,  Barry  D.,  XXX-XX-XXXX 
Crawford.  Robert  H..  Jr..  XXX-XX-XXXX 
Creighton,  Donald  J.,  XXX-XX-XXXX 
Creller,  Bruce  O.,  XXX-XX-XXXX 
Crippen.  David  M.,  XXX-XX-XXXX 
Criss,  George  W.,  III.  XXX-XX-XXXX 
Crook,  James  L.,  XXX-XX-XXXX 
Crownover,  John  H.,  Ill,  XXX-XX-XXXX 
Crumbliss,  James  J.,  Jr.,  XXX-XX-XXXX 
Crumrine,  Larry  R.,  XXX-XX-XXXX 
Cunningham,  John  D.,  XXX-XX-XXXX 
Curran,  Charles  R.,  XXX-XX-XXXX 
Cushion,  Charles  W.,  XXX-XX-XXXX 
Cushman,  James  H.,  Ill,  XXX-XX-XXXX 
Czaja,  Dennis  W.,  XXX-XX-XXXX 
Daigler,  Ronald  P.,  XXX-XX-XXXX 
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Dale.  Kenneth  R..  XXX-XX-XXXX 
Dallager,  John  R..  XXX-XX-XXXX 
Daly,  Patrick  P.,  XXX-XX-XXXX 
Dampier.  Ronald  L.,  XXX-XX-XXXX 
Daniels.  Robert  E..  XXX-XX-XXXX 
Daskevich.  Joseph  R..  XXX-XX-XXXX 
Davie.  Robert  N..  Jr..  XXX-XX-XXXX 
Davies.  John  W..  XXX-XX-XXXX 
Davis.  Roy  A..  XXX-XX-XXXX 
Deakin.  Gerald  W..  XXX-XX-XXXX 
Dean.  David  J..  XXX-XX-XXXX 
Dearmond.  Christopher  W.,  XXX-XX-XXXX 
Defee.  Robert  A..  III.  XXX-XX-XXXX 
Degrand.  James  M..  XXX-XX-XXXX 
Deibert.  Eugene  A..  XXX-XX-XXXX 
Delongchamp.  Robert  D..  XXX-XX-XXXX 
Dembrowsky.  Paul  E..  XXX-XX-XXXX 
Dennis.  WUliam  C.  XXX-XX-XXXX 
Desiderio,  John  R..  XXX-XX-XXXX 
Desmond.  John  M..  XXX-XX-XXXX 
Dewolf .  Howard  G.,  XXX-XX-XXXX 
Diehl.  Louis  C.  XXX-XX-XXXX 
Dielman.  Terry  L..  XXX-XX-XXXX 
E>ingman.  Steven  K..  XXX-XX-XXXX 
Dobbs.  Larry  E..  XXX-XX-XXXX 
Dobbs.  William  W..  XXX-XX-XXXX 
Dolim.  Henry  P.,  Jr..  XXX-XX-XXXX 
Dooley.  Martin  P..  XXX-XX-XXXX 
Dooly.  Michael  R..  XXX-XX-XXXX 
Dorger.  John  M..  XXX-XX-XXXX 
Dotson.  Robert  S..  XXX-XX-XXXX 
Dozier.  James  K..  Jr..  XXX-XX-XXXX  ' 
Drakulich.  George  M..  XXX-XX-XXXX 
Drum,  Louis  M.,  XXX-XX-XXXX 
Drummond.  Dennis  M.,  XXX-XX-XXXX 
Duchamp,  Eugene  A.,  Ill,  XXX-XX-XXXX 
Dudley.  Lynton  C.  XXX-XX-XXXX 
Duerbig.  Alfred  H..  Jr..  XXX-XX-XXXX 
Dunshee.  Robert  B..  XXX-XX-XXXX 
Durand.  Arthur  A..  XXX-XX-XXXX 
Durante.  Blaise  J..  XXX-XX-XXXX 
Ebron.  Gene  I..  XXX-XX-XXXX 
Edmondson.  Michael  D..  XXX-XX-XXXX 
Egedenissen.  Stig.  XXX-XX-XXXX 
Einspahr.  William  E..  XXX-XX-XXXX 
Elliott.  Dale  S..  XXX-XX-XXXX 
Emery.  Curtis  H..  II.  XXX-XX-XXXX 
Endres.  William  J..  XXX-XX-XXXX 
Engel.  Richard  L..  XXX-XX-XXXX 
Engelman.  Frederick  C.  Jr..  XXX-XX-XXXX 
Englund.  Gene  E..  XXX-XX-XXXX 
Eppler.  Prank  M..  XXX-XX-XXXX 
Eppler,  Gary  D.,  XXX-XX-XXXX 
Epps.  James  H..  XXX-XX-XXXX 
Ericson.  Arthur  G.,  XXX-XX-XXXX 
Eubank,  William  E..  Ill,  XXX-XX-XXXX 
Pairbrother.  Clarence  L.,  XXX-XX-XXXX 
Pallon,  Thomas  A.,  XXX-XX-XXXX 
Famulare,  Eugene  J.,  XXX-XX-XXXX 
Parmer.  Charles  T..  XXX-XX-XXXX 
Parmer.  Peter  E..  XXX-XX-XXXX 
Parr,  Herbert  M.,  XXX-XX-XXXX 
Parrar,  James  D..  Jr..  XXX-XX-XXXX 
Parrell.  Timothy  J.,  XXX-XX-XXXX 
Pazackerley,  Paul  P.,  XXX-XX-XXXX 
Pelton,  Silas,  XXX-XX-XXXX 
Piles,  WiUiam  S.,  Jr.,  XXX-XX-XXXX 
Pisher,  Wayne  T.,  XXX-XX-XXXX 
Foncannon,  John  J.,  XXX-XX-XXXX 
Pord,  Ralph  H.,  XXX-XX-XXXX 
Powler,  Robert  H.,  II,  XXX-XX-XXXX 
Fowler,  William  H.,  XXX-XX-XXXX 
Powler,  William  T.,  XXX-XX-XXXX 
Pox,  Thomas  A..  Jr.,  XXX-XX-XXXX 
Francisco.  Michael  C.  XXX-XX-XXXX 
Franco,  John  M..  XXX-XX-XXXX 
Franklin.  Arnold  L..  Jr..  XXX-XX-XXXX 
Franklin,  Eldon  G.,  XXX-XX-XXXX 
Franklin.  Robert  J..  XXX-XX-XXXX 
Frederick.  James  E..  XXX-XX-XXXX 
Freeman.  Kenneth  P.,  XXX-XX-XXXX 
Prisby.  John  E..  XXX-XX-XXXX 
Frost.  Predric  H..  III.  XXX-XX-XXXX 
Purr.  Marshall  W..  XXX-XX-XXXX 


CONGRESSIONAL  RECORD— SENATE 


September  18,  1986 


Pye.  Palko  K.,  XXX-XX-XXXX 
Galer,  R.  Tipton.  XXX-XX-XXXX 
Gallagher.  Michael  R..  XXX-XX-XXXX 
Gardner.  Guy  S..  XXX-XX-XXXX 
Gasparian.  Richard  G..  XXX-XX-XXXX 
Gayer,  Prank  W..  XXX-XX-XXXX 
Gehbauer.  Robert  M..  XXX-XX-XXXX 
George.  James  G.,  XXX-XX-XXXX 
Gerlach,  Gerald  L.,  XXX-XX-XXXX 
German.  Robert  D..  XXX-XX-XXXX 
Gerringer.  Luther  T..  XXX-XX-XXXX 
Gerrity.  Bruce  A.,  XXX-XX-XXXX 
Geyer.  Gary  S..  XXX-XX-XXXX 
Gibson.  James  W..  XXX-XX-XXXX 
Gibson.  Paul  S.,  XXX-XX-XXXX 
Giddens.  George  G..  XXX-XX-XXXX 
GUlett,  Bruce  D..  XXX-XX-XXXX 
Girard,  Roger  J..  XXX-XX-XXXX 
Giusti,  Peter  C,  XXX-XX-XXXX 
Goebel,  Richard  H..  XXX-XX-XXXX 
Golbitz.  William  C,  XXX-XX-XXXX 
Gommel.  Hugh  E..  Jr..  XXX-XX-XXXX 
Goodman.  James  W..  XXX-XX-XXXX 
Gordon.  Richard  E..  XXX-XX-XXXX 
Goslin,  Thomas  B..  Jr.,  XXX-XX-XXXX 
Goyco,  Rafael  A.,  XXX-XX-XXXX 
Goyette,  John  A.,  XXX-XX-XXXX 
Graham,  Alan  C,  Jr.,  XXX-XX-XXXX 
Graham,  John  D.,  XXX-XX-XXXX 
Grant,  Louis  W.,  XXX-XX-XXXX 
Grant,  William  J.,  XXX-XX-XXXX 
Gravelle.  Robert  M..  XXX-XX-XXXX 
Gray,  Charies  A..  XXX-XX-XXXX 
Gray.  Robert  M..  XXX-XX-XXXX 
Gray.  Walter  L.,  XXX-XX-XXXX 
Green.  Dale  A..  XXX-XX-XXXX 
Green,  Darrell  D.,  XXX-XX-XXXX 
Greenberg,  David  A..  XXX-XX-XXXX 
Greene,  Melvin  L.,  Jr.,  XXX-XX-XXXX 
Greenwood,  George  R.,  XXX-XX-XXXX 
Greer,  James  L..  XXX-XX-XXXX 
Gregory,  Russell  A.,  XXX-XX-XXXX 
Gressang,  Randall  V.,  XXX-XX-XXXX 
Griffin,  Larry  D.,  XXX-XX-XXXX 
Grosick,  Frederick  E.,  XXX-XX-XXXX 
Gross,  Stephen  M.,  XXX-XX-XXXX 
Grosso,  Prank  J.,  XXX-XX-XXXX 
Grozier,  John  L.,  XXX-XX-XXXX 
Grubbs,  David  B..  Jr.,  XXX-XX-XXXX 
Gugas.  Chris,  Jr.,  XXX-XX-XXXX 
Guth,  William  M.,  XXX-XX-XXXX 
Hadley,  John  C,  Jr.,  XXX-XX-XXXX 
Hagelin,  Richard  H.,  Ill,  XXX-XX-XXXX 
Hailes,  Theodore  C,  IV,  XXX-XX-XXXX 
Hall,  Julian  B.,  Jr..  XXX-XX-XXXX 
Hall,  Stephen  C,  XXX-XX-XXXX 
Hamblin,  Leslie  J.,  XXX-XX-XXXX 
Hamm,  William  J..  XXX-XX-XXXX 
Hammonds.  Veneble  L..  Jr..  XXX-XX-XXXX 
Hancock.  William  A..  XXX-XX-XXXX 
Hand.  Richard  G.,  XXX-XX-XXXX 
Hanlon,  Robert  C,  XXX-XX-XXXX 
Hannah.  Steven  R.,  XXX-XX-XXXX 
Haimigan.  John  P..  Jr.,  XXX-XX-XXXX 
Hardaway.  Ben  C,  Jr..  XXX-XX-XXXX 
Harr.  Charles  R..  XXX-XX-XXXX 
Harrell,  Arthur  L.,  II,  XXX-XX-XXXX 
Harrow,  Edward  D..  Jr.,  XXX-XX-XXXX 
Hartsell,  William  S.,  Ill,  XXX-XX-XXXX 
Harville.  Thomas  C,  Jr.,  XXX-XX-XXXX 
Hawkins,  Herbert  C.  III.  XXX-XX-XXXX 
Hayes,  Donald  P.,  XXX-XX-XXXX 
Head,  James  H.,  XXX-XX-XXXX 
Hedlund,  Arthur  R.,  Jr..  XXX-XX-XXXX 
Heimple.  Harry  H..  XXX-XX-XXXX 
Heinke.  Wayne  R..  XXX-XX-XXXX 
Held,  David  J.,  XXX-XX-XXXX 
Henderson,  Charles  R.,  XXX-XX-XXXX 
Henderson,  Edward  J.,  Jr.,  XXX-XX-XXXX 
Henderson,  Robert  L.,  XXX-XX-XXXX 
Henny,  William  C,  XXX-XX-XXXX 
Herman,  Gary  T.,  XXX-XX-XXXX 
Hemdon,  Frank  M..  XXX-XX-XXXX 
Hess,  Kenneth  W..  XXX-XX-XXXX 


Hester,  Paul  V.,  XXX-XX-XXXX 
Hewlett,  William  T.,  XXX-XX-XXXX 
Hines,  Larry  W.,  XXX-XX-XXXX 
Hines,  Roderick  G..  XXX-XX-XXXX 
Hintz,  James  A..  XXX-XX-XXXX 
Hirsch,  Fred  H.,  XXX-XX-XXXX 
Hitt,  George  C.  XXX-XX-XXXX 
Hitt.  Spencer  C,  XXX-XX-XXXX 
Bobbins,  William  T..  XXX-XX-XXXX 
Hoch.  Ronald  C,  XXX-XX-XXXX 
Hodges.  William  R.,  XXX-XX-XXXX 
Hoffmann,  John  T.,  XXX-XX-XXXX 
Hoh.  Robert  H.,  XXX-XX-XXXX 
Hokanson,  Lawrence  D.,  XXX-XX-XXXX 
Hokkanen,  Jerry  D.,  XXX-XX-XXXX 
Holbrook.  Ronald  J..  XXX-XX-XXXX 
Hole.  Douglas  R.,  XXX-XX-XXXX 
Hollomon.  Michael  R..  XXX-XX-XXXX 
Holmes,  Raymond  T.,  XXX-XX-XXXX 
Holt,  James  W.,  Jr..  XXX-XX-XXXX 
Hopkins,  Edward  CD.,  XXX-XX-XXXX 
Hopper,  John  D.,  Jr.,  XXX-XX-XXXX  - 
Hopping,  Cecil  R.,  XXX-XX-XXXX 
Horn,  Louis  G..  XXX-XX-XXXX 
Horton.  William  P..  XXX-XX-XXXX 
Hostetler,  Allen  L..  XXX-XX-XXXX 
Howard.  William.  Jr..  XXX-XX-XXXX 
Hubbard.  Clarke  D.,  XXX-XX-XXXX 
Huddle.  William  R.,  XXX-XX-XXXX 
Huff,  Stephen  A.,  XXX-XX-XXXX 
Humphreys,  Edwin  C,  III,  XXX-XX-XXXX 
Husemann.  Richard  C.  XXX-XX-XXXX 
Hutchison.  James  W.,  XXX-XX-XXXX 
Hvozdovic.  Michael  J.,  Jr..  XXX-XX-XXXX 
Hynes.  Dennis  P.,  XXX-XX-XXXX 
Icenhower.  Stephen  D..  XXX-XX-XXXX 
Ingelido.  Michael  J.,  11,  XXX-XX-XXXX 
Iverson,  Gerald  G.,  XXX-XX-XXXX 
Jacks,  Roger  L.,  XXX-XX-XXXX 
Jackson.  Michael  D..  XXX-XX-XXXX 
Jacobowitz.  Daniel  W..  XXX-XX-XXXX 
Jacobs,  John  T.,  XXX-XX-XXXX 
Jarvis,  Dan  T.,  XXX-XX-XXXX 
Jaszczak,  Casmier,  XXX-XX-XXXX 
Jehle,  James  R.,  II,  XXX-XX-XXXX 
Jenkins,  Robert  P.,  XXX-XX-XXXX 
Jemigan,  Charles  J.,  Ill,  XXX-XX-XXXX 
Jessup,  Robert  H.,  XXX-XX-XXXX 
Johansen,  William  A.,  XXX-XX-XXXX 
Johnson.  Dennis  J.,  XXX-XX-XXXX 
Johnson.  Silas.  R.  Jr..  XXX-XX-XXXX 
Johnson.  William  H..  Jr..  XXX-XX-XXXX 
Johnston.  Lawrence  D.,  XXX-XX-XXXX 
Jones.  Edward  E.,  XXX-XX-XXXX 
Jones,  Ernest  H..  Jr..  XXX-XX-XXXX 
Jones.  James  D..  Jr..  XXX-XX-XXXX 
Jordan.  Gene  A..  XXX-XX-XXXX 
Jorgensen,  Alvin  W.,  XXX-XX-XXXX 
Joseph,  Steven  G.,  XXX-XX-XXXX 
Juracek,  Randall  A.,  XXX-XX-XXXX 
Kanda,  Larry  M.,  XXX-XX-XXXX 
Karbowsky.  William  P.,  XXX-XX-XXXX 
Keel,  Lowell  C,  XXX-XX-XXXX 
Kehoe.  Michael  J.,  XXX-XX-XXXX 
Kelly,  James  J.,  XXX-XX-XXXX 
Kelly.  Rodney  P.,  XXX-XX-XXXX 
Kenna,  Michael  J.,  XXX-XX-XXXX 
Kerr,  David  T..  XXX-XX-XXXX 
Kidd,  John  R.,  XXX-XX-XXXX 
Kieling,  Harry  J.,  Jr.,  XXX-XX-XXXX 
Kincaid,  Thomas  E.,  XXX-XX-XXXX 
Kinnan,  Timothy  A..  XXX-XX-XXXX 
Kinnison.  Timothy  E..  XXX-XX-XXXX 
Kirbie,  Darrell  G..  XXX-XX-XXXX 
Kirkpatrick.  Craig  M.,  Jr..  XXX-XX-XXXX 
Kitkowski,  George,  XXX-XX-XXXX 
Klein,  William  D.,  XXX-XX-XXXX 
Koch,  Gary  B..  XXX-XX-XXXX 
Koenig.  Joseph  A.,  XXX-XX-XXXX 
Koloczyski,  Edward  P.,  XXX-XX-XXXX 
Kouts,  Louis  A.,  XXX-XX-XXXX 
Kozma,  Ronald  P.,  XXX-XX-XXXX 
Kramer,  Robert  H.,  XXX-XX-XXXX 
Krebs.  Richard  A.,  XXX-XX-XXXX 
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Litman.  Joel  I 

Little.  James  ] 

Lloyd.  David  ] 

Loncki.  Josep! 

Long,  John  E. 

Long,  Mahlon 

Losi,  Donald. 

Loughran.  Jol 

Loughran,  Mi 

Love,  David  F 

Loveland,  Cai 

Lucas,  Williar 

Luke,  Merlyn 

Lumley,  Jam« 

Lumpkin,  Phi 

Lyday.  Carl  V 

Lynch,  Michs 
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Kubecka,  Prankie  A.,  XXX-XX-XXXX 
Kubiak.  Sue  E..  XXX-XX-XXXX 
Kuhns,  Robert  M..  XXX-XX-XXXX 
LAakman,  Henry  E.,  XXX-XX-XXXX 
Lambert.  Paul  J..  XXX-XX-XXXX 
Lamont.  Warren  C,  Jr..  XXX-XX-XXXX 
Lampe.  Creorge  P.,  XXX-XX-XXXX 
Lang.  Richard  P..  XXX-XX-XXXX 
Larson,  Robert  A..  XXX-XX-XXXX 
Latham,  James  D.,  XXX-XX-XXXX 
Laurier,  William  R..  XXX-XX-XXXX 
Lawrence.  William  L..  XXX-XX-XXXX 
Leblanc.  Ralph  D..  XXX-XX-XXXX 
Leib,  Thomas  L.,  Jr.,  XXX-XX-XXXX 
Lemley,  William  J.,  XXX-XX-XXXX 
Lemon,  Richard  C,  XXX-XX-XXXX 
Lenhoff,  Joseph  R.,  XXX-XX-XXXX 
Leo.  Alfred  F..  XXX-XX-XXXX 
Leonhard.  William.  E.,  Jr..  XXX-XX-XXXX 
Leeseig.  James  C,  XXX-XX-XXXX 
Lester,  Ronald  S.,  XXX-XX-XXXX 
Leturmy,  Larry  J.,  XXX-XX-XXXX 
Lewicki,  John  A..  XXX-XX-XXXX 
Lewis,  Joseph  W.,  XXX-XX-XXXX 
Lewis.  Kenneth  M..  XXX-XX-XXXX 
Uchtenwalter,  Homer  O..  IIL  XXX-XX-XXXX 
Lindahl.  Thomas  B.,  Jr..  XXX-XX-XXXX 
Undberg.  Eric  K..  XXX-XX-XXXX 
Under.  Roy  L.,  Jr..  XXX-XX-XXXX 
Lindner,  Gary  L..  XXX-XX-XXXX 
Litman.  Joel  M..  XXX-XX-XXXX 
Little.  James  E..  XXX-XX-XXXX 
Uoyd.  David  R..  XXX-XX-XXXX 
Loncki.  Joseph.  XXX-XX-XXXX 
Long,  John  E.,  XXX-XX-XXXX 
Long,  Mahlon  H.,  Ill,  XXX-XX-XXXX 
Losi.  Donald.  XXX-XX-XXXX 
Loughran,  John  T.,  XXX-XX-XXXX 
Loughran,  Michael  F.,  XXX-XX-XXXX 
Love,  David  R.,  XXX-XX-XXXX 
Loveland,  Carl,  XXX-XX-XXXX 
Lucas.  William  I..  Jr..  XXX-XX-XXXX 
Luke.  Merlyn  L..  XXX-XX-XXXX 
Lumley,  James  R.,  XXX-XX-XXXX 
Lumpkin,  Phillip  R.,  XXX-XX-XXXX 
Lyday,  Carl  V.,  XXX-XX-XXXX 
Lynch.  Michael  C.  XXX-XX-XXXX 
MacLaren,  Mary  S..  XXX-XX-XXXX 
MacTaggart.  Stuart  E.,  XXX-XX-XXXX 
Magill,  William  S..  III.  XXX-XX-XXXX 
Maher,  James  E.,  XXX-XX-XXXX 
Mang,  Douglas  K.,  XXX-XX-XXXX 
Mangels,  John  C.  XXX-XX-XXXX 
Manire.  William  G.,  Jr..  XXX-XX-XXXX 
Mank,  Russell  W.,  Jr.,  XXX-XX-XXXX 
Maiming,  John  W.,  XXX-XX-XXXX 
Marcotte,  Ronald  C.  J..  XXX-XX-XXXX 
Marr,  John  E.,  Jr.,  XXX-XX-XXXX 
Martin.  Samuel  T.,  Jr..  XXX-XX-XXXX 
Matestic.  Ronald  E..  XXX-XX-XXXX 
Matthews.  William  K.,  XXX-XX-XXXX 
Maughan.  Peter  K..  XXX-XX-XXXX 
Mauss.  John  F..  XXX-XX-XXXX 
May,  Clarence  G..  XXX-XX-XXXX 
May.  Gary  B..  XXX-XX-XXXX 
Mayer.  Ronald  L..  XXX-XX-XXXX 
Mayes.  Lawrence  R..  XXX-XX-XXXX 
McAdams.  WiUiam  D.,  XXX-XX-XXXX 
McAdory,  Louis  A..  XXX-XX-XXXX 
McBrearty.  Charles  P..  Jr..  XXX-XX-XXXX 
Mccarty.  Deryl  S.,  XXX-XX-XXXX 
McClellan,  Jerry  L.,  XXX-XX-XXXX 
McCloud,  David  J.,  XXX-XX-XXXX 
McCormick,  Kenneth  R..  XXX-XX-XXXX 
McCoy.  Richard  C,  XXX-XX-XXXX 
McDaniel,  Larry  T.,  XXX-XX-XXXX 
McDaniel,  William  T..  Jr..  XXX-XX-XXXX 
McDonald,  Joe  R.,  XXX-XX-XXXX 
McElroy,  Gerald  P.,  XXX-XX-XXXX 
McElvain,  Kevin  L..  XXX-XX-XXXX 
McGrath,  Joseph  A..  Jr.,  XXX-XX-XXXX 
McGurk,  Thomas  D.,  XXX-XX-XXXX 
Mcintosh,  Joe  R.,  XXX-XX-XXXX 
Mclntyre,  James  H..  XXX-XX-XXXX 


McLarty,  Robert  D..  XXX-XX-XXXX 
McMahan.  Dennis  J..  XXX-XX-XXXX 
McSwain.  Donald  L.,  XXX-XX-XXXX 
Meeboer,  William  J.,  Jr.,  XXX-XX-XXXX 
Mekaru,  Mark  M..  XXX-XX-XXXX 
Meyer.  Herbert  P..  Jr..  XXX-XX-XXXX 
Michel.  Marshall  L.,  Ill,  XXX-XX-XXXX 
Mihara,  Robert  M..  XXX-XX-XXXX 
Miles.  Edward  T..  XXX-XX-XXXX 
Miles.  James  W..  XXX-XX-XXXX 
Mill.  John  D..  XXX-XX-XXXX 
Miller.  James  E..  Jr..  XXX-XX-XXXX 
Miller.  John  D..  XXX-XX-XXXX 
MUler.  John  P..  Jr..  XXX-XX-XXXX 
Miller.  Uoyd  D..  XXX-XX-XXXX 
Miller.  Phillip  A..  XXX-XX-XXXX 
Miller,  William  C,  XXX-XX-XXXX 
MiUer,  William  P.,  III.  XXX-XX-XXXX 
Milne.  George  P..  XXX-XX-XXXX 
Mllstead.  James  P..  XXX-XX-XXXX 
Mitchell.  Laurence  W..  XXX-XX-XXXX 
Mitchell,  Malcolm  G.,  XXX-XX-XXXX 
Mitchell.  Ronnie  D..  XXX-XX-XXXX 
Miyamasu.  Noel  S..  XXX-XX-XXXX 
Moffett.  Ferris  K..  XXX-XX-XXXX 
Moffitt.  Michael  A..  XXX-XX-XXXX 
Mollne.  Richard  J..  XXX-XX-XXXX 
Monaghan.  James  W..  XXX-XX-XXXX 
Monheim.  Thomas  J.,  XXX-XX-XXXX 
Monkus.  Stanley  W..  XXX-XX-XXXX 
Moomaw.  William  E..  XXX-XX-XXXX 
Moore.  James  P..  XXX-XX-XXXX 
Moran.  Felix  P..  III.  XXX-XX-XXXX 
Morgan.  John  G..  XXX-XX-XXXX 
Morley.  David  W..  XXX-XX-XXXX 
Morris.  Curtis  S..  Jr..  XXX-XX-XXXX 
Morris.  Robert  D.,  XXX-XX-XXXX 
Morrison,  Russel  C.  Jr..  XXX-XX-XXXX 
Mosier.  Stephen  A..  XXX-XX-XXXX 
Mosteller.  Clifton  H..  Jr..  XXX-XX-XXXX 
Mote.  Charles  S..  XXX-XX-XXXX 
Mott,  David  P..  XXX-XX-XXXX 
Mueh.  Hans  J..  XXX-XX-XXXX 
Muelhoefer.  Alfred  K..  XXX-XX-XXXX 
Muir.  John  J.,  XXX-XX-XXXX 
Murm,  Raymond  K..  XXX-XX-XXXX 
Murdoch.  Donald  G..  XXX-XX-XXXX 
Murdock.  Robert  M..  XXX-XX-XXXX 
Murphy,  James  M..  XXX-XX-XXXX 
Murphy.  Jimmle  N..  XXX-XX-XXXX 
Murphy.  John  D..  XXX-XX-XXXX 
Murphy.  John  E..  XXX-XX-XXXX 
Musgrove.  Gary  M..  XXX-XX-XXXX 
Myer.  John  W..  XXX-XX-XXXX 
Naehrlng.  David  L..  XXX-XX-XXXX 
Nail.  Joseph  M..  XXX-XX-XXXX 
Navarro.  Michael.  XXX-XX-XXXX 
Neff.  Arthur  D..  XXX-XX-XXXX 
Nelson.  Gary  A..  XXX-XX-XXXX 
Nelson.  Jerry  L.,  XXX-XX-XXXX 
Neville.  Rey  A..  XXX-XX-XXXX 
Newsom.  William  M..  XXX-XX-XXXX 
Newton.  James  A..  Jr..  XXX-XX-XXXX 
Nielsen.  Philip  E..  XXX-XX-XXXX 
Nimmo.  Sam  D..  XXX-XX-XXXX 
Nix.  Douglas  M..  XXX-XX-XXXX 
Nixon.  Hugh  W..  Jr..  XXX-XX-XXXX 
Novak.  John  A..  XXX-XX-XXXX 
Ogden.  Robert  H..  Jr..  XXX-XX-XXXX 
Ohllnger.  Charles  T..  III.  XXX-XX-XXXX 
Oliver,  Richard  J.,  XXX-XX-XXXX 
Orellana.  Wlllam  B..  XXX-XX-XXXX 
Ori.  Joseph  A..  XXX-XX-XXXX 
Orlando.  Donald  P..  XXX-XX-XXXX 
Orrell.  Bennie  D..  XXX-XX-XXXX 
Osterloh.  Robert  J..  XXX-XX-XXXX 
Osterthaler.  Robert  T..  XXX-XX-XXXX 
Osulllvan.  John  P..  Jr..  XXX-XX-XXXX 
Overstreet.  Jack  C.  Jr..  XXX-XX-XXXX 
Ownby.  Ted  Jr..  XXX-XX-XXXX 
Page.  Warren  L..  XXX-XX-XXXX 
Paguyo.  Euseblo  T..  XXX-XX-XXXX 
Pahl.  Robert  S..  XXX-XX-XXXX 
Parlatore,  Carl  P..  XXX-XX-XXXX 


Paslnl.  Ralph  XXX-XX-XXXX 
Patrick.  David  W..  XXX-XX-XXXX 
Patterson.  Arthur  T..  XXX-XX-XXXX 
Patterson.  Arthur  W..  XXX-XX-XXXX 
Patterson.  Gerald  G..  457-«8-9846 
Patterson.  Vernon  G..  XXX-XX-XXXX 
Pavel.  Arthur  L..  XXX-XX-XXXX 
Pavelko.  Robert  J..  XXX-XX-XXXX 
Payne.  Gary  G..  XXX-XX-XXXX 
Payne.  William  A..  XXX-XX-XXXX 
Pearsall.  Charles  E..  Jr..  XXX-XX-XXXX 
Peeke.  John  L..  XXX-XX-XXXX 
Perez,  Albert  W.,  II,  XXX-XX-XXXX 
Perez.  Charles  H..  XXX-XX-XXXX 
Perry.  Glenn  M..  II,  XXX-XX-XXXX 
Perry.  Richard  L..  XXX-XX-XXXX 
Petersen.  Robert  H..  XXX-XX-XXXX 
Petrazio.  Joseph  A..  Jr..  XXX-XX-XXXX 
Pettit.  Elvy.  Jr..  XXX-XX-XXXX 
Phelps.  Trrance  J..  XXX-XX-XXXX 
Phillips.  David  M..  XXX-XX-XXXX 
Phillips.  George  D..  XXX-XX-XXXX 
Phillips.  Thomas  D..  XXX-XX-XXXX 
Pianalto.  Norman  E..  XXX-XX-XXXX 
Pickrel.  Eddie  G..  XXX-XX-XXXX 
Pierce.  Warren  L..  XXX-XX-XXXX 
Pike.  Robert  E..  XXX-XX-XXXX 
Pine,  David  E..  XXX-XX-XXXX 
Piatt.  James  R..  XXX-XX-XXXX 
Plebanek,  Robert  A..  XXX-XX-XXXX 
Fletcher.  John  H..  Jr..  XXX-XX-XXXX 
Poll.  David  R..  XXX-XX-XXXX 
Polifka.  Karl  L..  Jr.,  XXX-XX-XXXX 
Polk,  Steven  R..  XXX-XX-XXXX 
Porter.  Ronald  G..  XXX-XX-XXXX 
Porterfield.  Samuel  D..  XXX-XX-XXXX 
Forth,  Andrew  G.,  XXX-XX-XXXX 
Portz,  Carl  D..  XXX-XX-XXXX 
Possehl.  Wayne  A..  XXX-XX-XXXX 
Potter.  Roland  K..  XXX-XX-XXXX 
Power,  Thomas  M.,  XXX-XX-XXXX 
Pratchett,  Terry  A..  XXX-XX-XXXX 
Predovich.  Larry  A..  XXX-XX-XXXX 
Proefrock.  Myron  C  XXX-XX-XXXX 
Ptachik.  Christopher  XXX-XX-XXXX 
Pulley.  Donald  C.  XXX-XX-XXXX 
Fund.  Harry  C.  Jr..  XXX-XX-XXXX 
Purcell.  William  A..  XXX-XX-XXXX 
Purdy.  Stephen  G..  XXX-XX-XXXX 
Radcliff.  Roger  R..  XXX-XX-XXXX 
Rahter.  William  R..  XXX-XX-XXXX 
Rakestraw.  Don  W..  XXX-XX-XXXX 
Ramos.  Antonio  J..  XXX-XX-XXXX 
Randall.  Thomas  E..  XXX-XX-XXXX 
Rankin.  William  B..  XXX-XX-XXXX 
Rapuzzi.  Donald  A..  XXX-XX-XXXX 
Raub.  Eugene  L..  XXX-XX-XXXX 
Rausch.  Vincent  L.,  XXX-XX-XXXX 
Ray,  Patrick  R..  XXX-XX-XXXX 
Raymond.  Nell  V..  XXX-XX-XXXX 
Raymore.  Peter  K..  XXX-XX-XXXX 
Ream.  Barry  L..  XXX-XX-XXXX 
Rector.  Gene  L..  XXX-XX-XXXX 
Redmond.  Thomas  W..  XXX-XX-XXXX 
Reed.  David  M..  XXX-XX-XXXX 
Reeves.  James  I..  XXX-XX-XXXX 
Reid.  James  H..  XXX-XX-XXXX 
Reiter,  Thomas  E..  XXX-XX-XXXX 
Rephlo.  John  R..  XXX-XX-XXXX 
Reyna.  Antonio  XXX-XX-XXXX 
Rhodes.  John  D..  XXX-XX-XXXX 
Rhodes.  Joseph  L..  Jr..  XXX-XX-XXXX 
Rice.  James  W..  XXX-XX-XXXX 
Rich.  Claude  A..  Jr..  XXX-XX-XXXX 
Rich,  Danny  P.,  XXX-XX-XXXX 
Rlchey.  David  M..  XXX-XX-XXXX 
Rinderknecht.  Lawrence  R..  XXX-XX-XXXX 
Ritt.  Kenneth  R..  XXX-XX-XXXX 
Riva,  Denis  P..  XXX-XX-XXXX 
Rivera.  Angel  M..  XXX-XX-XXXX 
Roberts.  James  N..  XXX-XX-XXXX 
Roberts.  Kenneth  R..  XXX-XX-XXXX 
Roberts,  Robert  E.,  XXX-XX-XXXX 
Robertson.  Vlckl  B.,  XXX-XX-XXXX 
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Robson.  E>avid  K..  Jr..  XXX-XX-XXXX 
Roderick.  Robert  D..  XXX-XX-XXXX 
Rodway.  Loren  A..  XXX-XX-XXXX 
Roetter.  Charles  W.  W..  XXX-XX-XXXX 
Roggero.  Michael  J..  XXX-XX-XXXX 
RoU.  David  F..  XXX-XX-XXXX 
Roman.  Robert  J..  XXX-XX-XXXX 
Romanchek.  James  J.,  XXX-XX-XXXX 
Rooney,  Basil  E..  XXX-XX-XXXX 
Rose,  Charles  M..  Jr.,  XXX-XX-XXXX 
Rose,  Floyd  E..  Jr.,  XXX-XX-XXXX 
Rosenberg,  Roger  E.,  XXX-XX-XXXX 
Rossi,  Robert  A..  XXX-XX-XXXX 
Roth.  Kenneth  E.,  XXX-XX-XXXX 
Round,  Eugene  L..  XXX-XX-XXXX 
Rowcliffe.  Paul  H..  XXX-XX-XXXX 
Ruddell.  William  J..  XXX-XX-XXXX 
Ruotsala.  Michael  G..  XXX-XX-XXXX 
Ryan,  Michael  O.,  XXX-XX-XXXX 
Ryanczak,  Michael  P..  XXX-XX-XXXX 
Salat.  Prank  E..  XXX-XX-XXXX 
Salcido,  Henry  A.,  Jr.,  XXX-XX-XXXX 
Salsbury.  Richard  W.,  XXX-XX-XXXX 
Samson,  David  R.,  XXX-XX-XXXX 
Sandrock,  John  H..  XXX-XX-XXXX 
Saxe.  William  E.,  XXX-XX-XXXX 
Saxon.  Vernon  P..  Jr.,  XXX-XX-XXXX 
SchaXer,  John  C,  XXX-XX-XXXX 
Schauffele,  Walter  W..  XXX-XX-XXXX 
Scherck,  Paul  E.,  Jr.,  XXX-XX-XXXX 
Schmidt,  Terry  A..  XXX-XX-XXXX 
Schrecker,  Walter  N.,  XXX-XX-XXXX 
Schweitzer,  Kenneth  L.,  XXX-XX-XXXX 
Sconyers,  Ronald  T.,  XXX-XX-XXXX 
Scott,  James  H..  XXX-XX-XXXX 
Scott,  James  K.,  XXX-XX-XXXX 
Scott,  Michael  T.,  XXX-XX-XXXX 
Seevers,  James  S.,  XXX-XX-XXXX 
Sellers,  Benjamin  W.,  Jr.,  XXX-XX-XXXX 
Sellman,  Joseph  W..  XXX-XX-XXXX 
Sewell,  James  T.,  XXX-XX-XXXX 
Shafer.  Robert  E.,  II,  XXX-XX-XXXX 
Shanafelt,  Gary  L.,  XXX-XX-XXXX 
Shaw,  William  C,  Jr..  XXX-XX-XXXX 
Shelton.  Gary  M.,  XXX-XX-XXXX 
Shelton.  Lee  M.,  II,  XXX-XX-XXXX 
Shepherd.  John  L.,  XXX-XX-XXXX 
Shiroyama,  Brian  Y.,  XXX-XX-XXXX 
Shutt.  James  A..  XXX-XX-XXXX 
Siebert,  John  V.,  XXX-XX-XXXX 
Sieg,  Stanley  A.,  XXX-XX-XXXX 
Silliman,  James  R.,  XXX-XX-XXXX 
Sims.  David  K..  XXX-XX-XXXX 
Skabo.  Lynn  P..  XXX-XX-XXXX 
Skees.  Robert  D.,  XXX-XX-XXXX 
Skokan.  James  R..  XXX-XX-XXXX 
Slade.  Thomas  B.,  XXX-XX-XXXX 
Sledge,  James  H.,  XXX-XX-XXXX 
Sluis,  James  K..  XXX-XX-XXXX 
Smith,  Benjamin  D.,  XXX-XX-XXXX 
Smith,  Dennis  L.,  XXX-XX-XXXX 
Smith,  Harvey  M.,  XXX-XX-XXXX 
Smith.  Lee  T..  XXX-XX-XXXX 
Smith.  Peter  S..  XXX-XX-XXXX 
Smith.  Richard  U.  XXX-XX-XXXX 
Smith,  Robert  A.,  XXX-XX-XXXX 
Smith,  Robert  J.,  XXX-XX-XXXX 
Smith,  Robert  O.,  XXX-XX-XXXX 
Smith,  Stanley  J.,  XXX-XX-XXXX 
Smith,  Walter  E.,  XXX-XX-XXXX 
Smith,  WUliam  R.,  XXX-XX-XXXX 
Snell,  Cecil  L.,  XXX-XX-XXXX 
Snyder,  Robert  E.,  XXX-XX-XXXX 
Speelman.  Thomas  K..  Jr.,  XXX-XX-XXXX 
Spooner,  Donald  A.,  XXX-XX-XXXX 
Squiers.  Harry  R..  XXX-XX-XXXX 
Stadler.  Prank  W..  XXX-XX-XXXX 
Stankovich.  Robert  M.,  XXX-XX-XXXX 
Starr.  William.  XXX-XX-XXXX 
Startin.  Mavis  J..  XXX-XX-XXXX 
Streadman.  Eugene,  Jr.,  XXX-XX-XXXX 
Stecklow.  John  E..  XXX-XX-XXXX 
Stephen.  Stephen  R..  XXX-XX-XXXX 
Stephens.  Robert  H..  II.  XXX-XX-XXXX 
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Stewart.  John  H..  II,  XXX-XX-XXXX 
Stewart,  Wendell  L.,  XXX-XX-XXXX 
Stone,  John  W.,  Jr..  XXX-XX-XXXX 
Stormo.  Douglas  D.,  XXX-XX-XXXX 
Stowell,  Philip  G.,  XXX-XX-XXXX 
Streater.  Donald  A.,  XXX-XX-XXXX 
Strohm,  David  A.,  XXX-XX-XXXX 
Strong,  Frederick  W.,  Ill,  XXX-XX-XXXX 
Strunk,  David  R.,  XXX-XX-XXXX 
Stuart,  John  E.,  XXX-XX-XXXX 
Stubblebine,  Thomas  J.,  XXX-XX-XXXX 
Stutsman.  Frederick  C,  XXX-XX-XXXX 
Sugg.  Joseph  P..  XXX-XX-XXXX 
Summers,  Robert  L.,  XXX-XX-XXXX 
Summerville,  Rett  S..  XXX-XX-XXXX 
Supp,  Peter  L.,  XXX-XX-XXXX 
Swanson,  Richard  A..  XXX-XX-XXXX 
Swinyard.  James  W..  XXX-XX-XXXX 
Szafranski.  Richard,  XXX-XX-XXXX 
Tackabury.  Paul  D.,  XXX-XX-XXXX 
Tadd.  Roland  F.,  XXX-XX-XXXX 
Tagnesi,  John  P..  XXX-XX-XXXX 
Tallent,  Rex  A.,  Jr.,  XXX-XX-XXXX 
Talley,  Howard  B..  XXX-XX-XXXX 
Tate,  Thomas  R..  Ill,  XXX-XX-XXXX 
Tattini,  James  G..  XXX-XX-XXXX 
Taysom.  Michael  S.,  XXX-XX-XXXX 
Teilborg,  Edwin  R.,  XXX-XX-XXXX 
Templin,  Ralph  J.,  XXX-XX-XXXX 
Tencza,  Joseph  J.,  Jr.,  XXX-XX-XXXX 
Tezak,  Joseph  E.,  II,  XXX-XX-XXXX 
Thomas,  David  M..  XXX-XX-XXXX 
Thomas,  Edwin  A.,  XXX-XX-XXXX 
Thompson,  Albert  T.,  XXX-XX-XXXX 
Thompson,  Paul  A..  XXX-XX-XXXX 
Thompson.  Ralph  C,  XXX-XX-XXXX 
Thompson,  Robert  K..  Jr..  XXX-XX-XXXX 
Thomson.  Stuart  W..  XXX-XX-XXXX 
Thrift,  Robert  J.,  XXX-XX-XXXX 
Tierney,  William  S.,  XXX-XX-XXXX 
Tirone.  Joseph  M..  XXX-XX-XXXX 
Torkelson.  Truman  R..  XXX-XX-XXXX 
Townsend,  Gene  E.,  XXX-XX-XXXX 
Tracy.  George  F.,  Jr.,  XXX-XX-XXXX 
Trainor,  Richard  F.,  XXX-XX-XXXX 
Trapp,  Lansford  E.,  Jr.,  XXX-XX-XXXX 
Travis,  Byron  P.,  XXX-XX-XXXX 
Treutler,  Christian  H.,  XXX-XX-XXXX 
Tucker,  Victor  L.,  Jr.,  XXX-XX-XXXX 
Turner,  Leo  K..  Jr..  XXX-XX-XXXX 
Tymitz.  George  P..  XXX-XX-XXXX 
Vadney,  Herbert  R.,  XXX-XX-XXXX 
Vairo,  Joseph  M.,  XXX-XX-XXXX 
Valine,  Ronald  J.,  XXX-XX-XXXX 
Vandeputte,  Gary  G.,  XXX-XX-XXXX 
Vanmeter,  William  C,  XXX-XX-XXXX 
Vann,  Donald  G.,  XXX-XX-XXXX 
Ventress.  John  D.,  XXX-XX-XXXX 
Veranes.  Ernest  R.,  XXX-XX-XXXX 
Vemlund,  Robert  N..  XXX-XX-XXXX 
Vincent.  Thomas  E..  XXX-XX-XXXX 
Viotti.  Paul  R..  XXX-XX-XXXX 
Voellger.  Gary  A..  XXX-XX-XXXX 
Vogt,  Richard  J.,  XXX-XX-XXXX 
Vogt,  Richard  J.,  XXX-XX-XXXX 
Vosika,  Dale  F.,  XXX-XX-XXXX 
Vycital.  Gary  C,  XXX-XX-XXXX 
Wacker.  William  L..  XXX-XX-XXXX 
Waddell.  Donald  E..  III.  XXX-XX-XXXX 
Wade,  George  T.,  XXX-XX-XXXX 
Walls,  Charles  O..  Ill,  XXX-XX-XXXX 
Walters,  Charles  W..  XXX-XX-XXXX 
Ward.  Richard  P..  XXX-XX-XXXX 
Ward.  Wendell  H..  XXX-XX-XXXX 
Waskow,  Thomas  C.  XXX-XX-XXXX 
Watson,  James  E.,  XXX-XX-XXXX 
Wax,  Charles  J.,  XXX-XX-XXXX 
Weaver.  Thomas  M.,  XXX-XX-XXXX 
Webb.  James  G..  XXX-XX-XXXX 
Webb,  Virgil.  H..  XXX-XX-XXXX 
Weigand.  Lewis  M..  XXX-XX-XXXX 
Weisert,  Donald  H..  XXX-XX-XXXX 
Weiss.  Daniel  H..  XXX-XX-XXXX 
Welsch.  William  S..  XXX-XX-XXXX 


Westover.  George  D.,  XXX-XX-XXXX 
Whipple,  George  N.,  XXX-XX-XXXX 
Whipple,  Larry  K..  XXX-XX-XXXX 
Whisnant,  Cleatus  G.,  XXX-XX-XXXX 
White,  Edward  C,  Jr.,  XXX-XX-XXXX 
White,  Gerald  L.,  XXX-XX-XXXX 
White,  Harry  A.,  Ill,  XXX-XX-XXXX 
White,  James  H.,  Jr.,  XXX-XX-XXXX 
White,  James  P..  XXX-XX-XXXX 
White.  Raymond  C.  XXX-XX-XXXX 
White,  Terry  L.,  XXX-XX-XXXX 
Whittaker,  Jonathan  W.,  XXX-XX-XXXX 
Wiater,  Paul  H.,  XXX-XX-XXXX 
Wilde,  Ernest  S..  XXX-XX-XXXX 
Wilkinson.  Spencer  W.,  XXX-XX-XXXX 
Willard,  Thomas  V..  XXX-XX-XXXX 
Williams,  Douglas  H.,  XXX-XX-XXXX 
Williams,  Henry  J.,  XXX-XX-XXXX 
Williamson.  Alfred  E.,  Ill,  XXX-XX-XXXX 
Williamson,  David  M.,  XXX-XX-XXXX 
Willoughby,  James  S.,  XXX-XX-XXXX 
Wilson,  Leon  A.,  Jr.,  XXX-XX-XXXX 
Wilson,  Luther  R..  XXX-XX-XXXX 
Wingfield,  John  R.,  Ill,  XXX-XX-XXXX 
Winter,  James  W..  XXX-XX-XXXX 
Woehst.  Kirby  A..  XXX-XX-XXXX 
Wolcott,  Kent  E.,  XXX-XX-XXXX 
Wood,  Barry  K.,  XXX-XX-XXXX 
Worthen,  Russell  F.,  XXX-XX-XXXX 
Wray,  James  C,  XXX-XX-XXXX 
Wright,  Robert  P.,  XXX-XX-XXXX 
Wyraz.  Edward  M..  Jr..  XXX-XX-XXXX 
Yonker.  Dale  B.,  XXX-XX-XXXX 
Young,  David  L.,  XXX-XX-XXXX 
Young,  Samuel  E..  Jr.,  XXX-XX-XXXX 
Zabinski.  Henry  J..  XXX-XX-XXXX 
Zachousky,  James  S..  XXX-XX-XXXX 
Zettler,  Wilbur  T.,  XXX-XX-XXXX 
Ziegler,  Kenton  R.,  XXX-XX-XXXX 
Zimmerman,  Eric  A.,  XXX-XX-XXXX 

CHAPLAIN  CORPS 

Boyle,  James  F.,  XXX-XX-XXXX 
Bush,  Thomas  R.,  XXX-XX-XXXX 
Carney,  Robert  E.,  XXX-XX-XXXX 
Farrugia,  William  C.  XXX-XX-XXXX 
Frissell,  Charles  R..  XXX-XX-XXXX 
Galloway,  Edward  E.,  XXX-XX-XXXX 
Hancock,  Jimmie  L.,  XXX-XX-XXXX 
Hansen.  Peter  M.,  XXX-XX-XXXX 
Henry,  Owen  J.,  XXX-XX-XXXX 
Highsmith,  Darrell  C,  XXX-XX-XXXX 
Hubbard,  Beryl  T.,  XXX-XX-XXXX 
Lewis,  Keith  H..  XXX-XX-XXXX 
Moffitt,  Robert  E.,  XXX-XX-XXXX 
Moore,  Thermon  E.,  XXX-XX-XXXX 
Pressley,  Clyde  F.,  Jr.,  XXX-XX-XXXX 
Rhyne.  Jerry  L..  XXX-XX-XXXX 
Ross.  Robert  J..  XXX-XX-XXXX 
Rowell.  Albert  J..  XXX-XX-XXXX 
Sikes.  William  G..  Jr..  XXX-XX-XXXX 
Singletary.  John  D.,  XXX-XX-XXXX 

JUDGE  ADVOCATE 

Allen,  Robert  D.M.,  XXX-XX-XXXX 
Anderson,  Mark  S.,  XXX-XX-XXXX 
Anderson,  Tim  G.,  XXX-XX-XXXX 
Babin,  James  C.  438  64-4802 
Bristol,  Matt  C.C.  III.  XXX-XX-XXXX 
Caldwell,  Bryan  M..  XXX-XX-XXXX 
Carrington.  Royle  P..  III.  XXX-XX-XXXX 
Cook.  Jeffrey  W..  XXX-XX-XXXX 
Frampton.  James  H.,  XXX-XX-XXXX 
Heimburg.  Charles  B.,  XXX-XX-XXXX 
James,  Richard  R.,  XXX-XX-XXXX 
Lumbard.  Michael  B..  XXX-XX-XXXX 
Mahoney,  J.  Jeremiah  XXX-XX-XXXX 
McShane.  Michael  B..  XXX-XX-XXXX 
Moorman.  William  A..  XXX-XX-XXXX 
Petherick.  Michael  J..  XXX-XX-XXXX 
Rakowsky.  Ronald  J..  XXX-XX-XXXX 
Regan.  GUbert  J..  XXX-XX-XXXX 
Schaefer.  Robert  L..  XXX-XX-XXXX 
Sherman.  William  E..  XXX-XX-XXXX 
Snyder.  William  T.,  XXX-XX-XXXX 


Summerf  ield.  1 
Tobey.  Carl  P., 
Wims.  Michael 

Adamczyk.  Lee 
Alexander,  Lyi 
Bigelow,  Jane 
Blaskovitz,  Eu 
Breault.  Helen 
Campbell.  Ger 
Carlson.  Joyce 
Christensen.  ^ 
Clark.  Patricia 
Cramer.  Ladoi 
Cunningham. 
Dlugensky,  Ar 
Easley,  Phyllis 
Forsyth,  Joan 
Glancy.  Carol 
Jenkins.  Jenni 
Kaplan.  Mary 
Lavine.  Jean  / 
Lee.  Elvira,  46 
MacDonald,  E 
Marin,  Beatri( 
Messer,  Monic 
Miller,  Helen 
Palmer.  Ruth 
Payne.  Marga 
Perry,  Cather 
Ryan,  Elizabe 
Schroeder.  Lii 
Seaton.  Ottili< 
Spivey.  Christ 
Stierle.  Linda 
Utt.  Janice  D. 
Walker,  Mari< 

ME 

Bloomquist.  C 
Breault.  Geor 
Chappelle,  Ri 
Cleary,  John 
Coleman.  Ste 
Cunningham, 
Hare,  Charles 
Holtz,  Daniel 
Lee,  Donald  I 
Lee.  Jerry  N.. 
Manderfield. 
Orsak.  Peter 
Petermarm.  > 
Rerm.  Benjar 
Smith.  Collin 
Snyder.  Aller 
Weishaar.  Gs 

BlOIt 

Benline.  Terr 
Brown.  Philli 
Caimey.  Will 
Case,  David  I 
Cerha,  Henrj 
Christensen, 
Cissik,  John : 
Clegem.  Rob 
Gallagher.  F 
Glisan.  Gary 
Goodson,  Ri< 
Hadden,  Dav 
Harwood.  Ba 
Herbold.  Joh 
Hinders.  Doi 
Jenkins.  Jan 
Jones.  Charl 
Krieg.  Richa 
Leone.  Charl 
Lombard.  Re 
Mclntyre.  Tl 
Naugle,  Denj 
Norton.  Prar 
Nuss,  David 
Reynes,  Rob 
Rosato,  Loui 
Ross.  Jerry  A 
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Summerfleld,  Ralph  S..  XXX-XX-XXXX 
Tobey,  Carl  P.,  Jr.,  XXX-XX-XXXX 
Wlms,  Michael  D.,  XXX-XX-XXXX 

mntsE  CORPS 
Adamczyk.  Leonore  M.,  XXX-XX-XXXX 
Alexander,  Lynda  V.,  XXX-XX-XXXX 
Bigelow,  Jane  A.,  XXX-XX-XXXX 
Blaskovitz,  Eugenie  A.,  XXX-XX-XXXX 
Breault,  Helen  D.,  XXX-XX-XXXX 
Campbell,  Gertrude  M.,  XXX-XX-XXXX 
Carlson,  Joyce  E.,  XXX-XX-XXXX 
Christensen,  Mary  A.,  401-52-593 
Clark,  Patricia  A.,  XXX-XX-XXXX 
Cramer,  Ladonn  B.,  XXX-XX-XXXX 
Cunningham,  Maridell,  XXX-XX-XXXX 
Dlugensky,  Angela  R.,  XXX-XX-XXXX 
Easley,  Phyllis  A.,  XXX-XX-XXXX 
Forsyth,  Joan  E.,  XXX-XX-XXXX 
Glancy,  Carol  A.,  XXX-XX-XXXX 
Jenkins,  Jennie  M.,  XXX-XX-XXXX 
Kaplan.  Mary  M.,  XXX-XX-XXXX 
Lavine.  Jean  A.,  XXX-XX-XXXX 
Lee,  Elvira,  XXX-XX-XXXX 
MacDonald,  Elizabeth  A.,  XXX-XX-XXXX 
Marin,  Beatrice  M..  XXX-XX-XXXX 
Messer,  Monica  S.,  XXX-XX-XXXX 
Miller,  Helen  E.,  XXX-XX-XXXX 
Palmer,  Ruth  E.,  XXX-XX-XXXX 
Payne,  Margaret  L.,  XXX-XX-XXXX 
Perry,  Catherine  A.,  XXX-XX-XXXX 
Ryan,  Elizabeth  K.,  XXX-XX-XXXX 
Schroeder,  Unda,  XXX-XX-XXXX 
Seaton,  Ottilie  A.,  XXX-XX-XXXX 
Spivey,  Christine,  XXX-XX-XXXX 
Stierle,  Linda  J..  XXX-XX-XXXX 
Utt,  Janice  D.,  XXX-XX-XXXX 
Walker,  Marie  E.,  XXX-XX-XXXX 

MEDICAL  SEKVICE  CORPS 

Bloomquist,  Carroll  R.,  XXX-XX-XXXX 
Breault,  George  A.,  XXX-XX-XXXX 
Chappelle.  Raymond  J.,  Jr.,  XXX-XX-XXXX 
Cleary,  John  J.,  Jr.,  XXX-XX-XXXX 
Coleman,  Steven  L.,  XXX-XX-XXXX 
Cunningham,  Terence  T.,  HI,  XXX-XX-XXXX 
Hare,  Charles  E.,  XXX-XX-XXXX 
Holtz,  Daniel  D.,  XXX-XX-XXXX 
Lee,  Donald  E.,  Jr.,  XXX-XX-XXXX 
Lee,  Jerry  N.,  XXX-XX-XXXX 
Manderfield.  Nicholas  W.,  XXX-XX-XXXX 
Orsak,  Peter  M.,  XXX-XX-XXXX 
Petermarm,  Mark  H.,  XXX-XX-XXXX 
Renn,  Benjamin  C,  XXX-XX-XXXX 
Smith,  Collins  E.,  Jr.,  XXX-XX-XXXX 
Snyder,  Allen  T.,  XXX-XX-XXXX 
Weishaar,  Gary  L.,  XXX-XX-XXXX 

BIOMEDICAL  SCIENCES  CORPS 

Benline,  Terry  A.,  XXX-XX-XXXX 
Brown,  Phillip  G.,  XXX-XX-XXXX 
Cairney.  William,  J.,  XXX-XX-XXXX 
Case,  David  R.,  XXX-XX-XXXX 
Cerha,  Henry  T.,  XXX-XX-XXXX 
Christensen,  William  D.,  XXX-XX-XXXX 
Cissik,  John  H.,  XXX-XX-XXXX 
Clegem,  Robert  W.,  XXX-XX-XXXX 
Gallagher,  Prank  P..  Ill,  XXX-XX-XXXX 
Glisan,  Gary  L.,  XXX-XX-XXXX 
Goodson,  Richard  A.,  XXX-XX-XXXX 
Hadden,  David  A.,  XXX-XX-XXXX 
Harwood,  Baxter,  XXX-XX-XXXX 
Herbold.  John,  R.,  XXX-XX-XXXX 
Hinders,  Douglas  E.,  XXX-XX-XXXX 
Jenkins,  James  L.,  XXX-XX-XXXX 
Jones,  Charles  R.,  XXX-XX-XXXX 
Krieg.  Richard  E.,  Jr.,  XXX-XX-XXXX 
Leone,  Charles  H.,  XXX-XX-XXXX 
Lombard,  Robert  A.,  Jr.,  XXX-XX-XXXX 
Mclntyre,  Thomas  H.,  XXX-XX-XXXX 
Naugle.  Dennis  P.,  XXX-XX-XXXX 
Norton,  Francis  E.,  Jr.,  XXX-XX-XXXX 
Nuss,  David  A.,  XXX-XX-XXXX 
Reynes,  Robert  L.,  XXX-XX-XXXX 
Rosato,  Louis  W.,  Jr.,  XXX-XX-XXXX 
Ross,  Jerry  W.,  XXX-XX-XXXX 
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Schulz,  Victor  B.,  XXX-XX-XXXX 
Shaffstall,  Robert  M.,  XXX-XX-XXXX 
Sherman,  Robert  E.,  XXX-XX-XXXX 
Termaath,  Stephen  G.,  XXX-XX-XXXX 
Tuttle,  Gerard  R.,  XXX-XX-XXXX 
Wood,  David  G.,  XXX-XX-XXXX 

In  the  Marine  Corps 
The  following-named  officer  of  the  regu- 
lar Marine  Corps  designated  for  limited 
duty  for  appointment  and  designation  as  an 
unrestricted  officer  in  the  regular  Marine 
Corps  under  the  provisions  of  title  10, 
United  States  Code,  section  531. 
To  be  major 

Torres,  Felipe,  XXX-XX-XXXX 
The     following-named     officers     of    the 

Marine  Corps  Reserve  for  transfer  into  the 

regular  Marine  Corps  under  the  provisions 

of  title  10,  United  States  Code,  section  531. 
To  be  lieutenant  colonel 

Quinter,  Robert  H.,  XXX-XX-XXXX 
To  be  major 

King,  Giehl  L.,  XXX-XX-XXXX 
To  be  captain 

Anderson,  Kevin  M.,  XXX-XX-XXXX 

Anderson,  Michael  B.,  XXX-XX-XXXX 

Anderson,  Peter  M.,  XXX-XX-XXXX 

Andrews,  Steven  J.,  XXX-XX-XXXX 

Arseneau,  Karen,  XXX-XX-XXXX 

Ashton,  Katherine  A.,  XXX-XX-XXXX 

Ballantyne,  Thomas  W.,  XXX-XX-XXXX 

Beatty,  Thomas  N..  XXX-XX-XXXX 

Bell,  David  M.,  XXX-XX-XXXX 

Bennet,  Steven  A.,  XXX-XX-XXXX 

Branch,  Richard  C,  XXX-XX-XXXX 

Brennan,  Michael  J.,  XXX-XX-XXXX 

Brentin,  Ivan  C,  XXX-XX-XXXX 

Bretz,  Donald  J.,  XXX-XX-XXXX 

Britt,  Henry  J.,  XXX-XX-XXXX 

Broadbent,  Lance,  XXX-XX-XXXX 

Brown.  Marlon  F.,  XXX-XX-XXXX 

Bryson.  Gary  E.,  XXX-XX-XXXX 

Buescher,  Christophe  R.,  XXX-XX-XXXX 

Bumgardner,  Sherrod  L..  XXX-XX-XXXX 

Burton,  David  D.,  XXX-XX-XXXX 

Chesney,  Francis  W.,  XXX-XX-XXXX 
Cockshoot,  Bruce  J.,  XXX-XX-XXXX 
Codding,  James  M.,  XXX-XX-XXXX 
Coston,  Richard  J.,  XXX-XX-XXXX 
Cribbs,  Tim  A.,  XXX-XX-XXXX 
Dallachie,  Charles  A.,  XXX-XX-XXXX 
Day,  James  A.,  XXX-XX-XXXX 
Diffley,  John  P.,  XXX-XX-XXXX 
Donahue,  James  E..  XXX-XX-XXXX 
Donohue,  Timothy  M.,  XXX-XX-XXXX 
Downey,  Thomas  B.,  XXX-XX-XXXX 
Durkin,  John  T.,  XXX-XX-XXXX 
Edwards,  Richard  M.,  XXX-XX-XXXX 
Elliott,  Dennis  W..  XXX-XX-XXXX 
Farion,  George  M.,  XXX-XX-XXXX 
Feltham,  John  F.,  XXX-XX-XXXX 
Ferrando,  Gregory  S.,  XXX-XX-XXXX 
Fleming,  George  E.,  Ill,  XXX-XX-XXXX 
Foreman,  Vincent  K.,  XXX-XX-XXXX 
Garber,  Bradley  N.,  XXX-XX-XXXX 
Garrison,  Michael  A.,  XXX-XX-XXXX 
Goode.  John  D.,  XXX-XX-XXXX 
Gordy,  William  M.,  XXX-XX-XXXX 
Hamel,  Richard  A.,  XXX-XX-XXXX 
Harper,  James  R.,  Ill,  XXX-XX-XXXX 
Hartley.  Steve  E.,  XXX-XX-XXXX 
Hawkins,  Michael  G.,  XXX-XX-XXXX 
Heins,  Joseph  A.,  XXX-XX-XXXX 
Hourican,  James  K..  XXX-XX-XXXX 
Innerbichler.  Mark  W.,  XXX-XX-XXXX 
Isaacs,  Rodney  J.,  XXX-XX-XXXX 
Johnson,  Marvin  S.,  XXX-XX-XXXX 
Johnson,  Herbert  A.,  Jr.,  XXX-XX-XXXX 
Jones,  Dwight  W.,  XXX-XX-XXXX 
Kachmar,  Kevin  M.,  XXX-XX-XXXX 
Kaepernik,  Daniel  P.,  XXX-XX-XXXX 
Kilmartin,  Robert  J.,  XXX-XX-XXXX 


Kittle,  Michael  R.,  XXX-XX-XXXX 
Kusneske.  John  W.,  XXX-XX-XXXX 
Landersman,  David  W.,  XXX-XX-XXXX 
Langford,  William  R.,  XXX-XX-XXXX 
Lassiter,  Harvey  C,  XXX-XX-XXXX 
Lauver,  Kevin  J.,  XXX-XX-XXXX 
Lessard,  Brian  P.,  XXX-XX-XXXX 
Undemari,  Philip  A.,  XXX-XX-XXXX 
Logan,  Lee  B..  XXX-XX-XXXX 
Long,  James  H.,  XXX-XX-XXXX 
Loughran,  Edward  W.,  XXX-XX-XXXX 
Maclean.  Donald  D.,  Jr.,  XXX-XX-XXXX 
Madach,  Mark  T..  XXX-XX-XXXX 
Mahon,  Christopher  J.,  XXX-XX-XXXX 
Manuel,  Steve  G..  XXX-XX-XXXX 
Marek.  Mark  E..  XXX-XX-XXXX 
Matheny,  Michael  W.,  XXX-XX-XXXX 
Matter.  Cari  D..  XXX-XX-XXXX 
McBride,  Paul  T.,  XXX-XX-XXXX 
McDonough,  Russell  R..  XXX-XX-XXXX 
McGarry.  John  M.,  XXX-XX-XXXX 
McGowan.  Bernard  W.,  Jr.,  XXX-XX-XXXX 
McKinley.  Keith  J.,  XXX-XX-XXXX 
Melton,  Danny  L..  XXX-XX-XXXX 
Meuli.  Bret  L..  XXX-XX-XXXX 
Meyen.  James  E..  XXX-XX-XXXX 
Meyers,  Thomas  J.,  XXX-XX-XXXX 
Milldrum.  Dane,  XXX-XX-XXXX 
Morgan,  Curtis  L.,  XXX-XX-XXXX 
Morris,  Dennis  E.,  XXX-XX-XXXX 
Mueller.  David  L..  XXX-XX-XXXX 
Myers.  James  W.,  Jr.,  XXX-XX-XXXX 
Nanna.  Nicholas  F..  XXX-XX-XXXX 
Neesen.  David  A..  XXX-XX-XXXX 
Nelson,  Charies  W.,  XXX-XX-XXXX 
Owen,  James  R.,  XXX-XX-XXXX 
Peros.  Dino.  XXX-XX-XXXX 
Peterson.  Charles  A..  XXX-XX-XXXX 
Peterson.  David  D..  XXX-XX-XXXX 
Pfisterer.  Eric,  XXX-XX-XXXX 
Philips.  William  R..  XXX-XX-XXXX 
Polacke.  Henry  C.  XXX-XX-XXXX 
Purchase.  Thomas  L..  XXX-XX-XXXX 
Rankin.  Constance  V.,  XXX-XX-XXXX 
Robinson,  James  M..  XXX-XX-XXXX 
Romanowski.  Robert  E..  Jr..  XXX-XX-XXXX 
Rudolph.  William  A..  XXX-XX-XXXX 
Russell,  Scott  T..  XXX-XX-XXXX 
Ryberg.  Josef  E..  XXX-XX-XXXX 
Sander.  Emile  E..  IV,  XXX-XX-XXXX 
Scott,  James  D.,  XXX-XX-XXXX 
Sheehan,  Martin.  XXX-XX-XXXX 
Simon.  Thomas  V.,  XXX-XX-XXXX 
Sley.  George  S.,  Jr..  XXX-XX-XXXX 
Smith.  Gary  W..  XXX-XX-XXXX 
Smith,  Michael  J..  XXX-XX-XXXX 
Smith.  Michael  W..  XXX-XX-XXXX 
Sperling,  Andrew  J.,  XXX-XX-XXXX 
Stewart,  John  A.,  Ill,  XXX-XX-XXXX 
Stockman,  Anthony  J.,  XXX-XX-XXXX 
Stout,  Jay  A.,  XXX-XX-XXXX 
Swanson,  Craig  A..  XXX-XX-XXXX 
Swepston,  Jerry  W.,  XXX-XX-XXXX 
Thiesse.  Donald  S..  XXX-XX-XXXX 
Tobin.  Robert  E..  XXX-XX-XXXX 
Vantassel.  William  J.,  XXX-XX-XXXX 
Wakefield,  Lee  A.,  XXX-XX-XXXX 
Watt,  Thomas  J.,  XXX-XX-XXXX 
Webb,  Thomas  M.,  XXX-XX-XXXX 
Weber.  Kevin  W..  XXX-XX-XXXX 
West.  John  R..  XXX-XX-XXXX 
Whitmer.  Jettfrey  L.,  XXX-XX-XXXX 
Wilkerson.  John  R..  XXX-XX-XXXX 
Williams,  Curtis  M.,  XXX-XX-XXXX 
Wolfe,  Warren  T.,  XXX-XX-XXXX 
Wright,  Craig  S.,  XXX-XX-XXXX 

To  be  lieutenant 

Abbott,  Scott  T.,  XXX-XX-XXXX 
Aidenbaum.  Guido  G.,  XXX-XX-XXXX 
Allen,  Rodney  A.,  XXX-XX-XXXX 
Alpiger,  Michael  A.,  XXX-XX-XXXX 
Amidon,  Kenneth  W.,  XXX-XX-XXXX 
Anderson.  David  A.,  XXX-XX-XXXX 
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Apodaca.  Joseph  D..  XXX-XX-XXXX 
Ashe.  Matthew  T..  XXX-XX-XXXX 
Babcock.  Scott  V..  XXX-XX-XXXX 
Bachert.  Nicholas  G..  XXX-XX-XXXX 
Bailey.  Jeffrey  T..  XXX-XX-XXXX 
Bailey.  William  H.,  XXX-XX-XXXX 
Bambard.  James  D..  II.  XXX-XX-XXXX 
Bairera,  Jorge  L..  XXX-XX-XXXX 
Baudolndajoux.  Ludovic  M..  XXX-XX-XXXX 
Beaudry.  Michael  G..  XXX-XX-XXXX 
Beckman.  William  M..  XXX-XX-XXXX 
Berg.  Dale  D.,  XXX-XX-XXXX 
Berhow.  James  E..  XXX-XX-XXXX 
Berry.  George  R..  XXX-XX-XXXX 
Billings.  George  C.  XXX-XX-XXXX 
Bjorge.  Kevin  C.  XXX-XX-XXXX 
Black.  Michael  B..  XXX-XX-XXXX 
Blasko.  David.  XXX-XX-XXXX 
Blaydes.  Mark  C.  XXX-XX-XXXX 
Boersig.  Paul  A..  XXX-XX-XXXX 
Boggs.  Charles  M..  Jr..  XXX-XX-XXXX 
Bose.  Eugene  N..  XXX-XX-XXXX 
Best.  Fritz  J..  XXX-XX-XXXX 
Bowen.  Frederick  W..  III.  XXX-XX-XXXX 
Bowes.  Gregory  F..  XXX-XX-XXXX 
Bradley.  William  S..  XXX-XX-XXXX 
Branch.  James  B..  XXX-XX-XXXX 
Brandenburg.  William  M..  XXX-XX-XXXX 
Bridgeman.  Charles  E..  XXX-XX-XXXX 
Briggs.  Kenneth  C.  XXX-XX-XXXX 
Bristol.  Rosemarie  K.,  XXX-XX-XXXX 
Brogan.  Michael  S..  XXX-XX-XXXX 
Browne.  Robert  P..  Jr..  XXX-XX-XXXX 
Bryant.  Mark  H..  XXX-XX-XXXX 
Bryant.  Martin  C.  XXX-XX-XXXX 
Buckley.  Edward  J..  XXX-XX-XXXX 
Bumam.  Michael  R..  XXX-XX-XXXX 
Bush.  Michael  J..  XXX-XX-XXXX 
BusheUi.  Sharon.  XXX-XX-XXXX 
Cahill.  Robert  G..  XXX-XX-XXXX 
Capps.  John  M..  XXX-XX-XXXX 
Carl.  John  W..  XXX-XX-XXXX 
Cash.  Shaun  L..  XXX-XX-XXXX 
Cashman.  Michael  P..  XXX-XX-XXXX 
Cerrillo.  Antonio  J..  XXX-XX-XXXX 
Chene.  Michael  P..  XXX-XX-XXXX 
ChUds.  Theresa  J..  XXX-XX-XXXX 
Christie.  John  H..  XXX-XX-XXXX 
Clarkson.  Edward  M..  II.  XXX-XX-XXXX 
Clemmer.  James  D..  XXX-XX-XXXX 
Clubb.  Timothy  L..  XXX-XX-XXXX 
Cochran.  Philip  L..  III.  XXX-XX-XXXX 
Coggs.  Tandy  W..  III.  XXX-XX-XXXX 
Colleran.  Michael  P..  XXX-XX-XXXX 
Combs.  Gregory  J..  XXX-XX-XXXX 
Corns.  Richard  E..  XXX-XX-XXXX 
Correll.  Robert  J..  XXX-XX-XXXX 
Coyle.  Kevin  P..  XXX-XX-XXXX 
Crane.  Drew.  XXX-XX-XXXX 
Craparotta.  Lewis  A..  XXX-XX-XXXX 
Creekmore.  Thomas  L.,  XXX-XX-XXXX 
Crockett.  Robert  D..  XXX-XX-XXXX 
Crosetto.  Robert  J..  XXX-XX-XXXX 
Crotty.  Matthew  P..  XXX-XX-XXXX 
Crouch.  Michael  L..  XXX-XX-XXXX 
Cruz.  Enrique  E..  XXX-XX-XXXX 
Cruz.  Vince  E..  XXX-XX-XXXX 
Dahl.  Martin  E..  XXX-XX-XXXX 
Dalke.  Scott  A..  XXX-XX-XXXX 
Daly.  Michael  F..  XXX-XX-XXXX 
Damren.  Paul  L..  XXX-XX-XXXX 
Davidson.  Dennis  W..  XXX-XX-XXXX 
Davidson.  James  A..  XXX-XX-XXXX 
Davis.  Peter  B..  XXX-XX-XXXX 
Day.  Michael  L..  XXX-XX-XXXX 
Dean.  Yvonne  A..  XXX-XX-XXXX 
Delahaut.  Brian  E..  XXX-XX-XXXX 
Dendy.  Richard  W..  XXX-XX-XXXX 
Digman.  Jeffrey  S..  XXX-XX-XXXX 
Dittmeier.  Paul  J..  XXX-XX-XXXX 
Divis.  Daniel  J..  XXX-XX-XXXX 
Dolley.  William  L..  XXX-XX-XXXX 
Donovan,  Bruce  D..  XXX-XX-XXXX 
Doyle.  William  A..  XXX-XX-XXXX 
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Draper.  Dirk  W..  XXX-XX-XXXX 
Earp.  Samuel  E..  XXX-XX-XXXX 
Eaton.  David  S..  XXX-XX-XXXX 
Edgeworth.  David  B..  XXX-XX-XXXX 
Edginton.  Richard  E..  XXX-XX-XXXX 
Edmonds.  Thomas  H..  XXX-XX-XXXX 
Ellis.  Christopher  H..  XXX-XX-XXXX 
Ellison.  Edward  M..  XXX-XX-XXXX 
Englander.  Owen  W..  XXX-XX-XXXX 
Erb,  Michael  W..  XXX-XX-XXXX 
Palcam.  Leo  A..  Jr..  XXX-XX-XXXX 
Fegenbush.  Douglas  O..  Jr..  XXX-XX-XXXX 
Feldmeier.  Howard  W..  Jr..  XXX-XX-XXXX 
Feliu.  Vicenc  F..  XXX-XX-XXXX 
Ferrer.  Robert  N..  Jr..  XXX-XX-XXXX 
Piammetta.  Vincent  M..  XXX-XX-XXXX 
Fitzgerald.  John  J..  Jr.,  XXX-XX-XXXX 
Fleming.  Robert  J.,  XXX-XX-XXXX 
Foley.  Daniel  F..  XXX-XX-XXXX 
Porsberg.  Neil  E..  XXX-XX-XXXX 
Porsythking.  Susan  C.  XXX-XX-XXXX 
Poss.  Kim  E..  XXX-XX-XXXX 
Fox.  Vaughn  P..  XXX-XX-XXXX 
Frederick.  Gregory  D..  XXX-XX-XXXX 
Froebe.  Timothy  G.,  XXX-XX-XXXX 
Gage.  Daryl  W..  XXX-XX-XXXX 
Gallo.  Walter  J..  Jr..  XXX-XX-XXXX 
Gandy.  David  A..  XXX-XX-XXXX 
Gaskill.  Kenneth  E..  Jr..  XXX-XX-XXXX 
Gattuso.  Robert  D..  XXX-XX-XXXX 
Gehlke.  Jeff  A..  XXX-XX-XXXX 
Gerichten.  Glenn  E..  XXX-XX-XXXX 
Gillespie.  Robert  E..  XXX-XX-XXXX 
Gittins.  Williams  P..  XXX-XX-XXXX 
Goben.  Thomas  N..  XXX-XX-XXXX 
Gothe.  James  T..  XXX-XX-XXXX 
Graham  Scott  A..  XXX-XX-XXXX 
Gross.  Kevin  L..  XXX-XX-XXXX 
Grozinski.  Steven  M..  XXX-XX-XXXX 
Guerra.  Paul  M..  XXX-XX-XXXX 
Haid.  Peter  M..  XXX-XX-XXXX 
Haley.  James  B..  Jr..  XXX-XX-XXXX 
Hall.  Richard  E..  XXX-XX-XXXX 
Hall.  Richard  S..  XXX-XX-XXXX 
Hamilton.  Christopher  H..  XXX-XX-XXXX 
Hamlin.  Paul  J..  Jr..  XXX-XX-XXXX 
Hammel.  Rand  W.,  XXX-XX-XXXX 
Hammond.  Randall  W..  XXX-XX-XXXX 
Haney.  Scott  P..  XXX-XX-XXXX 
Hansen.  Donald  K..  XXX-XX-XXXX 
Harward.  Phillip  D..  XXX-XX-XXXX 
Haselden.  Carl  E..  Jr..  XXX-XX-XXXX 
Heffington.  Keith  D..  XXX-XX-XXXX 
Hentges.  Todd  M..  XXX-XX-XXXX 
Hernandez.  Richard  A..  XXX-XX-XXXX 
Herndon.  Clara  M..  XXX-XX-XXXX 
Heywood.  Stephen  K..  XXX-XX-XXXX 
High.  David  E..  XXX-XX-XXXX 
Hilburn.  Terrance  H..  XXX-XX-XXXX 
Hines.  Michael  C.  XXX-XX-XXXX 
Hobby.  Jon  J..  XXX-XX-XXXX 
Hodgson.  Eric.  XXX-XX-XXXX 
Hoffman,  Richard  A..  XXX-XX-XXXX 
Home.  Andrew  J..  XXX-XX-XXXX 
Houser.  Bruce  M..  XXX-XX-XXXX 
Howard.  Francis  X..  XXX-XX-XXXX 
Howell.  Edgar  V..  III.  XXX-XX-XXXX 
Hoyland.  Mark  A..  XXX-XX-XXXX 
Hoyle.  Timothy  H..  XXX-XX-XXXX 
Hoynes.  James  B..  XXX-XX-XXXX 
Hull.  Johathan  P..  XXX-XX-XXXX 
Hurteau.  Joseph  C.  Jr..  XXX-XX-XXXX 
Ingold.  David  P..  XXX-XX-XXXX 
Jackson.  Kevin  A..  XXX-XX-XXXX 
Jaeger.  Matthew  E..  XXX-XX-XXXX 
Jaffry.  Mark  E..  XXX-XX-XXXX 
Jensen.  Craig  D..  XXX-XX-XXXX 
Jensen.  John  C.  XXX-XX-XXXX 
Johnson.  Eric  P..  XXX-XX-XXXX 
Jonas.  Timothy  P..  XXX-XX-XXXX 
Jones.  Byron  T..  XXX-XX-XXXX 
Jones.  Shelia  A..  XXX-XX-XXXX 
Jones.  Carl  E..  III.  XXX-XX-XXXX 
Joyce.  Francis  P.,  III.  XXX-XX-XXXX 


Kamerman.  Bruce  D..  XXX-XX-XXXX 
Kaufman.  James  C.  XXX-XX-XXXX 
Keating.  Thomas  J..  XXX-XX-XXXX 
Keeling.  Barry  D..  XXX-XX-XXXX 
Kibben.  Timothy  J..  XXX-XX-XXXX 
Kiley.  Kevin  P..  XXX-XX-XXXX 
Kinder.  Ralph  E..  XXX-XX-XXXX 
King.  Michael  R..  XXX-XX-XXXX 
King.  Stephen  D..  XXX-XX-XXXX 
Knisley,  George  R.,  XXX-XX-XXXX 
Knox.  Edwin  L.,  XXX-XX-XXXX 
Koontz.  Jed  A..  XXX-XX-XXXX 
Kuhn.  Susan  S..  XXX-XX-XXXX 
Kunhardt.  Carlos  J..  XXX-XX-XXXX 
Lahti.  Steven  K..  XXX-XX-XXXX 
Lamson.  Chris  A..  XXX-XX-XXXX 
Land.  Tony  L..  XXX-XX-XXXX 
Lanning.  Daniel  C.  XXX-XX-XXXX 
Larkin.  Jay  K..  XXX-XX-XXXX 
Lavine.  James  K..  XXX-XX-XXXX 
Layton.  Lloyd  T..  XXX-XX-XXXX 
Leaf.  Timothy  M..  XXX-XX-XXXX 
Lee.  Jack  J..  XXX-XX-XXXX 
Lee.  Jeffrey  D..  XXX-XX-XXXX 
Lee.  Valerie  E..  XXX-XX-XXXX 
Leggee.  Richard  L..  XXX-XX-XXXX 
Lesmeister.  Mark  J.,  XXX-XX-XXXX 
Lewis,  Christopher  J..  XXX-XX-XXXX 
Lewis.  Sherri  L..  XXX-XX-XXXX 
Liles.  Donald  J..  XXX-XX-XXXX 
Lindbeck.  Michael  C.  XXX-XX-XXXX 
Lindberg.  Bradley  C.  XXX-XX-XXXX 
Linden.  Douglas  C.  XXX-XX-XXXX 
Lindsey.  Mark  W..  XXX-XX-XXXX 
Lloyd.  John  D..  XXX-XX-XXXX 
Loehne.  Richard  A..  XXX-XX-XXXX 
Loos.  Micheal  E..  XXX-XX-XXXX 
Loper.  Ben  R..  Jr..  XXX-XX-XXXX 
Lott.  Damien  X..  XXX-XX-XXXX 
Loudy.  Michael  E..  XXX-XX-XXXX 
Louisot.  Jennifer  L..  XXX-XX-XXXX 
Lovelady.  Tammy  L..  XXX-XX-XXXX 
Mack.  Daniel  W..  XXX-XX-XXXX 
Malanowski.  Henry  D..  XXX-XX-XXXX 
Malone.  Michael  V..  XXX-XX-XXXX 
Mandak.  Wayne  S..  XXX-XX-XXXX 
Martindell.  Richard  S..  XXX-XX-XXXX 
Martinez,  Robert  A..  XXX-XX-XXXX 
Masiclat.  Stephen  M..  XXX-XX-XXXX 
Mason.  Ronald  L..  XXX-XX-XXXX 
Matroni.  Michael  J..  XXX-XX-XXXX 
Matthews.  Steven  W..  XXX-XX-XXXX 
Mauro.  Anthony  J..  XXX-XX-XXXX 
McCarthy.  Kevin  J..  XXX-XX-XXXX 
McCullough.  Clifton  J..  XXX-XX-XXXX 
McDowell.  Scott  S..  XXX-XX-XXXX 
McGinley.  James  D..  XXX-XX-XXXX 
McGrane.  Stephen  J..  XXX-XX-XXXX 
McGuiness.  Robert  M..  XXX-XX-XXXX 
McGuire.  Michael  S.,  XXX-XX-XXXX 
McKeon.  Brian  P..  XXX-XX-XXXX 
McMahon.  Timothy.  XXX-XX-XXXX 
McNamara.  Michael  P..  XXX-XX-XXXX 
McNeill.  Anthony  R..  XXX-XX-XXXX 
Mehaf fey.  Linda  K..  XXX-XX-XXXX 
Meyer.  John  A..  XXX-XX-XXXX 
Meyers.  Wren  E..  XXX-XX-XXXX 
Mieir,  Steven  D..  XXX-XX-XXXX 
Miles.  Clinton  J..  XXX-XX-XXXX 
Miller.  Brett  A..  XXX-XX-XXXX 
Miller.  David  H.,  XXX-XX-XXXX 
Miller.  Gerald  T..  XXX-XX-XXXX 
Miller.  Jeffrey  P..  XXX-XX-XXXX 
MiUer.  Lance  A..  XXX-XX-XXXX 
Miller.  Leonard  D..  XXX-XX-XXXX 
Mitchell.  John  E..  Jr..  XXX-XX-XXXX 
Mock.  Patrick  J..  XXX-XX-XXXX 
Moody.  Keith  A..  XXX-XX-XXXX 
Morton.  Perry  S..  XXX-XX-XXXX 
Mulholland.  Richard.  M..  XXX-XX-XXXX 
Mullins.  Kelly  B..  XXX-XX-XXXX 
Natale.  Rock  J..  XXX-XX-XXXX 
Nelson.  Christian  D..  XXX-XX-XXXX 
New.  Kenneth  E..  XXX-XX-XXXX 


Nicholson.  Da 

Nickel.  Jeffrej 

O'Connor,  Jar 

O'Connor.  La\ 

O'Connor.  Pat 

Ogden,  Dougli 

Ogershok,  Jar 

Ohem  II.  Cha 

Oloughlin.  Mi 

Olson,  Charle 

Omalley,  Tho: 

Oneill.  PatricI 

Opie.  Michael 

Orourke.  Johi 

Page.  Patrick 

Parker.  Bradli 

Parnell.  Dona 

Parran.  James 

Pedrolie.  Chri 

Peters.  Stever 

Peterson.  Bea 

Peterson.  Erit 

Phillips.  Char 

Pierson.  M'ch 

Pinder.  Robei 

PoUetta.  Ralp 

Powalski.  Cat 

Powers,  Steve 

Prevatt,  Clare 

Price.  Vickie  1 

Quagge.  Time 

Quick,  Leight 

Quigley,  Thoi 

Quinn,  Allan 

Rababy,  Davi 

Randall,  Jef  fi 

Raschtscheni 

Reabe,  Thom 

Rector.  John 

Reed.  Kevin  < 

Reist,  Jay  W. 

Reybum.  Rol 

Reynsoso,  Ca 

Rice.  Lawrem 

Richardson,  i 

Rivera.  Pran( 

Rivisto,  John 

Roa.  Richard 

Roberts.  Har: 

Robinson.  Ge 

Rose.  David  1 

Ruiz.  Luis  R. 

Salyer.  David 

Samoiline.  M 

Sandlin.  Geo 

Sartor.  Robe; 

Satterfield.  C 

Saunders.  Ph 

Schmille,  Lul 

Schnabel.  To 

Schneider.  \a 

Schroeder.  C 

Seaton,  Vem 
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CONFIRMATIONS 

Executive  nominations  confirmed  by 
the  Senate  September  18. 1986: 

Federal  Emergency  Management  Agency 

Harold  T.  Duryee.  of  the  District  of  Co- 
lumbia, to  be  Federal  Insurance  Administra- 
tor. Federal  Emergency  Management 
Agency. 

The  above  nomination  was  approved  sub- 
ject to  the  nominee's  commitment  to  re- 
spond to  requests  to  appear  and  testify 
before  any  duly  constituted  committee  of 
the  Senate. 

In  the  Air  Force 

The  following-named  officer  under  the 
provisions  of  title  10.  United  States  Code, 
section  601.  to  be  assigned  to  a  position  of 
importance  and  responsibility  designated  by 
the  President  under  title  10.  United  States 
Code,  section  601: 

To  be  lieutenant  general 

Maj.  Gen.  Edward  J.  Heinz.  471-32- 
4675FR.  U.S.  Air  Force. 

The  following-named  officer,  under  the 
provisions  of  title  10.  United  States  Code, 
section  601.  to  be  assigned  to  a  position  of 
importance  and  responsibility  designated  by 


the  President  under  title  10.  United  States 
Code,  section  601: 

To  be  lieutenant  general 

MaJ.  Gen.  Bradley  C.  Hosmer.  224-48- 
7119PR.  U.S.  Air  Force. 

The  following-named  officer,  under  the 
provisions  of  title  10.  United  States  Code, 
section  601.  to  be  reassigned  to  a  position  of 
importance  and  responsibility  designated  by 
the  President  under  title  10.  United  States 
Code,  section  601: 

To  be  lieutenant  general 

IX.  Gen.  Forrest  S.  McCartney.  535-24- 
•  8198FR.  U.S.  Air  Force. 

In  the  Army 

The  following-named  officer  under  the 
provisions  of  title  10.  United  States  Code, 
section  3040(b).  to  be  appointed  as  Assistant 
Surgeon  General/Chief,  Dental  Corps,  U.S. 
Army: 

Brig.  Gen.  Billie  B.  Lener,  XXX-XX-XXXX. 
U.S.  Army. 

The  following-named  Army  Reserve  offi- 
cer for  appointment  as  Chief.  Army  Re- 
serve, under  the  provisions  of  title  10. 
United  States  Code,  section  3019: 

Maj.  Gen.  William  Francis  Ward,  030-20- 
6299. 

The  following  officers  for  appointment  as 
Reserve  commissioned  officers  in  the  Adju- 
tant General's  Corps,  Army  National  Guard 
of  the  United  States,  Reserve  of  the  Army, 
under  the  provisions  of  title  10,  United 
States  Code,  sections  593(a)  and  3392: 

To  be  major  general 

Brig.  Gen.  James  A.  Ryan.  XXX-XX-XXXX. 

Brig.  Gen.  Carl  G.  Farrell.  XXX-XX-XXXX. 

Brig.  Gen.  Charles  E.  Scott.  XXX-XX-XXXX. 

The  following-named  Army  Dental  Corps 
Competitive  Category  officer  for  appoint- 
ment in  the  U.S.  Army  to  the  grade  indicat- 
ed under  the  provisions  of  title  10.  United 
States  Code,  sections  611(a)  and  624: 
To  be  permanent  brigadier  general 

Col.  Thomas  R.  Tempel.  XXX-XX-XXXX. 
Dental  Corps  Competitive  Category.  U.S. 
Army. 

In  the  Navy 

The  following-named  officer,  under  the 
provisions  of  title  10.  United  States  Code, 
section  601.  to  be  reassigned  to  a  position  of 
importance  and  responsibility  designated  by 
the  President  under  title  10.  United  States 
Code,  section  601: 

To  be  vice  admiral 

Vice  Adm.  Paul  F.  McCarthy.  Jr..  030-24- 
9234/1310.  U.S.  Navy. 

The  following-named  officer,  under  the 
provisions  of  title  10.  United  States  Code, 
section  601.  to  be  assigned  to  a  position  of 
importance  and  responsibility  designated  by 
the  President  under  title  10.  United  States 
Code,  section  601: 

7*0  be  vice  admiral 

Rear  Adm.  (lower  half)  Paul  D.  Miller, 
XXX-XX-XXXX/1110.  U.S.  Navy. 

The  following-named  rear  admirals  (lower 
half)  of  the  line  of  the  Navy  for  promotion 
to  the  permanent  grade  of  rear  admiral, 
pursuant  to  title  10.  United  SUtes  Code, 
section  624.  subject  to  qualifications  there- 
for as  provided  by  law: 

unrestricted  une  omcEH 

Roger  Francis  Bacon. 
Jerry  Creighton  Breast. 
Paul  Donald  Butcher. 
Guy  Haldane  Curtis  III. 
Harry  Kenneth  Fiske. 
Raymond  Paul  llg. 
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Jerome  Lamarr  Johnson. 
Robert  Joseph  Kelly. 
Robert  Kalani  Uichi  Kihune. 
Henry  Herrward  Mauz,  Jr. 
William  Tyler  Pendley. 
James  Guy  Reynolds. 
Dean  Reynolds  Sackett.  Jr. 
James  Michael  Gleaso  Seely. 
John  Frederick  Shaw. 
Hugh  Larimer  Webster. 
John  Raymond  Wilson,  Jr. 

RESTRICTED  LINE— ENGINEERING  DITrY  OFFICER 

Malcolm  Mackinnon,  III. 
Kenneth  Cornelius  Malley. 

RESTRICTED  LINE— AERONAUTICAL  ENGINEERING 
DUTY  OFFICER 

John  Clark  Weaver. 

The  following-named  rear  admirals  (lower 
half)  of  the  U.S.  Navy  for  promotion  to  the 
permanent  grade  of  rear  admiral,  pursuant 
to  title  10,  United  States  Code,  section  624, 
subject  to  qualifications  therefor  as  provid- 
ed by  law: 

CIVIL  ENGINEER  CORPS 

Arthur  William  Port. 
Frederick  Guyer  Kelley. 
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The  following-named  rear  admirals  (lower 
half)  of  the  Reserve  of  the  U.S.  Navy  for 
permanent  promotion  to  the  grade  of  rear 
admiral  in  the  line  and  staff  corps,  as  indi- 
cated, pursuant  to  the  provisions  of  title  10, 
United  States  Code,  section  5912: 

UNRESTRICTED  LINE  OFFICERS 

John  Edward  Love. 
John  Dennis  Summers. 

AERONAUTICAL  ENGINEERING  DUTY  OFFICER 
(AERONAUTICAL  ENGINEERING! 

Clay  Wayland  Gordon  Pulcher. 

SPECIAL  DUTY  OFFICER  (CRYPTOLOGYI 

William  Joseph  Miles. 

SPECIAL  DUTY  OFFICER  (INTELLIGENCE! 

Robert  Patrick  Tiernan. 

MEDICAL  CORPS  OFFICERS 

John  Duncan  Tolmie. 
James  Glen  Roberts. 

DENTAL  CORPS  OFFICER 

Edward  John  O'Shea,  Jr. 

JUDGE  ADVOCATE  GENERAL'S  CORPS  OFFICER 

Robert  Edward  Wiss. 


CHAPLAIN  CORPS  OFFICER 

John  Joseph  Hever. 

In  the  Air  Force 

Air  Force  nominations  beginning  Richard 
O.  Abderhalden.  Jr.  and  ending  Daryl  A. 
Yerkes,  which  nominations  were  received  by 
the  Senate  and  appeared  in  the  Congres- 
sional Record  of  September  9, 1986. 

In  the  Marine  Corps 

Marine  Corps  nominations  beginning 
Robert  J.  Agro,  and  ending  James  G.  Zum- 
walt,  II,  which  nominations  were  received 
by  the  Senate  and  appeared  in  the  Congres- 
sional Record  of  August  14,  1986. 

Marine  Corps  nominations  beginning 
Steven  Barnett,  and  ending  Mark  A.  Werth, 
which  nominations  were  received  by  the 
Senate  and  appeared  in  the  Congressional 
Record  of  September  9,  1986. 

In  the  Navy 
Navy  nominations  beginning  Susan  D. 
Harvey,  and  ending  Paul  M.  Votruba,  which 
nominations  were  received  by  the  Senate 
and  appeared  in  the  Congressional  Record 
of  September  9,  1986. 
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The  House  met  at  9:30  a.m. 

The  Chaplain,  Rev.  James  David 
Ford,  D.D.,  offered  the  following 
prayer: 

O  Gracious  God,  help  us  to  see  our 
lives  as  they  truly  are  and  not  only  as 
we  think  they  ought  to  be.  May  we 
have  the  strength  to  admit  our  faults, 
confess  our  mistakes  and  prejudices, 
and  so  allow  Your  good  grace  to  fill 
our  hearts.  May  Your  gifts  of  forgive- 
ness and  renewed  life  and  the  promise 
of  Your  supporting  spirit  ever  give  us 
hope  for  the  way  of  Your  truth  and 
Your  light.  This  we  pray.  Amen. 


THE  JOURNAL 

The  SPEAKER.  The  Chair  has  ex- 
amined the  Journal  of  the  last  day's 
proceedings  and  announces  to  the 
House  his  approval  thereof. 

Pursuant  to  clause  1,  rule  I,  the 
Journal  stands  approved. 


MESSAGE  PROM  THE  SENATE 

A  message  from  the  Senate  by  Mr. 
Hallen,  one  of  its  clerks,  announced 
that  the  Senate  had  passed  with  an 
amendment  in  which  the  concurrence 
of  the  House  is  requested,  a  bill  of  the 
House  of  the  following  title: 

H.R.  1246.  An  act  to  establish  a  federally 
declared  Floodway  for  the  Colorado  River 
below  Davis  Dam. 

The  message  also  announced  that 
the  Senate  had  passed  a  joint  resolu- 
tion of  the  following  title,  in  which 
the  concurrence  of  the  House  is  re- 
quested: 

S.J.  Res.  415.  Joint  resolution  to  provide 
for  a  settlement  to  the  Maine  Central  Rail- 
road Company  and  Portland  Terminal  Com- 
pany labor-management  dispute. 


RECESS 

The  SPEAKER.  Pursuant  to  the 
order  of  the  House  of  July  29,  1986, 
the  House  will  stand  in  recess  subject 
to  the  call  of  the  Chair. 

Accordingly  (at  9  o'clock  and  32  min- 
utes .a.m.),  the  House  stood  in  recess 
subject  to  the  call  of  the  Chair. 


JOINT  MEETING  OF  THE  HOUSE 
AND  SENATE  HELD  PURSUANT 
TO  THE  ORDER  OP  JULY  29, 
1986,  TO  HEAR  AN  ADDRESS  BY 
THE  PRESIDENT  OF  THE  RE- 
PUBUC  OF  THE  PHIUPPINES 
The  SPEAKER  of  the  House  presid- 
ed. 

The  Doorkeeper  announced  the 
President  pro  tempore  and  Members 
of  the  U.S.  Senate  who  entered  the 


Hall  of  the  House  of  Representatives, 
the  President  pro  tempore  taking  the 
chair  at  the  right  of  the  Speaker,  and 
the  Members  of  the  Senate  the  seats 
reserved  for  them. 

The  SPEAKER.  The  Chair  appoints 
as  members  of  the  committee  on  the 
part  of  the  House  to  conduct  the 
President  of  the  Republic  of  the  Phil- 
ippines into  the  Chamber: 

The  gentleman  from  Texas,  Mr. 
Wright; 

The  gentleman  from  Washington, 
Mr.  Foley; 

The  gentleman  from  Florida,  Mr. 
Fascell; 

The  gentleman  from  Arkansas,  Mr. 
Alexander; 

The  gentleman  from  California,  Mr. 
Mineta; 

The  gentlewoman  from  Ohio,  Ms. 
Oakar; 

The  gentleman  from  Illinois,  Mr. 
Michel; 

The  gentleman  from  Mississippi,  Mr. 
Lott; 

The  gentleman  from  New  York,  Mr. 
Kemp; 

The  gentleman  from  Michigan,  Mr. 
Broomfiels;  and 

The  gentlewoman  from  Illinois,  Mrs. 
Martin. 

The  PRESIDENT  pro  tempore.  The 
President  pro  tempore  of  the  Senate, 
at  the  direction  of  that  body,  appoints 
the  following  Senators  as  members  of 
the  conmiittee  on  the  part  of  the 
Senate  to  escort  the  President  of  the 
Republic  of  the  Philippines  into  the 
Chamber: 
The  Senator  from  Kansas,  Mr.  Dole; 
The  Senator  from  Wyoming,  Mr. 
Simpson; 

The  Senator  from  Indiana,  Mr. 
Lugar; 

The  Senator  from  Minnesota,  Mr. 
Durenberger; 

The    Senator    from    Florida,    Mrs. 
Hawkins; 
The  Senator  from  Alaska,  Mr.  Mur- 

KOWSKi; 

The  Senator  from  California,  Mr. 
Wilson; 

The  Senator  from  West  Virginia,  Mr. 
Byrd; 

The  Senator  from  California,  Mr. 
Cranston; 

The  Senator  from  Hawaii,  Mr. 
Inouye; 

The  Senator  from  Rhode  Island,  Mr. 
Pell; 

The  Senator  from  South  Carolina, 
Mr.  Hollings; 

The  Senator  from  Tennessee,  Mr. 
Sasser; 

The  Senator  from  Massachusetts, 
Mr.  Kerry;  and 


The  Senator  from  Maryland,  Mr. 
Sarbanes. 

The  Doorkeeper  announced  the  am- 
bassadors, ministers,  and  charges  d'af- 
faires of  foreign  governments. 

The  ambassadors,  ministers,  and 
charges  d'affaires  of  foreign  govern- 
ments entered  the  Hall  of  the  House 
of  Representatives  and  took  the  seats 
reserved  for  them. 

The  Doorkeeper  announced  the  Cab- 
inet of  the  President  of  the  United 
States. 

The  members  of  the  Cabinet  of  the 
President  of  the  United  States  entered 
the  Hall  of  the  House  of  Representa- 
tives and  took  the  seats  reserved  for 
them  in  front  of  the  Speaker's  ros- 
trum. 

At  10  o'clock  and  2  minutes  a.m..  the 
Doorkeeper  announced  the  President 
of  the  Republic  of  the  Philippines. 

The  President  of  the  Republic  of  the 
Philippines,  escorted  by  the  committee 
of  Senators  and  Representatives,  en- 
tered the  Hall  of  the  House  of  Repre- 
sentatives, and  stood  at  the  Clerk's 
desk. 

[Applause,  the  Members  rising.] 

The  SPEAKER.  Members  of  the 
Congress,  it  is  my  great  privilege,  and 
I  deem  it  a  high  honor  and  personal 
privilege,  to  present  to  you  Her  Excel- 
lency Corazon  C.  Aquino,  President  of 
the  Republic  of  the  Philippines. 

[Applause,  the  Members  rising.] 


ADDRESS  BY  HER  EXCELLENCY, 
CORAZON  C.  AQUINO,  PRESI- 
DENT OF  THE  REPUBLIC  OF 
THE  PHILIPPINES,  BEFORE 
THE  JOINT  MEETING  OF  THE 
UNITED  STATES  CONGRESS 

President  AQUINO.  Mr.  Speaker, 
Senator  Thurmond,  distinguished 
Members  of  Congress,  3  years  ago,  I 
left  America  in  grief  to  bury  my  hus- 
band, Ninoy  Aquino.  I  thought  I  had 
left  it  also  to  lay  to  rest  his  restless 
dream  of  Philippine  freedom.  Today,  I 
have  returned  as  the  President  of  a 
free  people. 

In  burying  Ninoy,  a  whole  nation 
honored  him.  By  that  brave  and  self- 
less act  of  giving  honor,  a  nation  in 
shame  recovered  its  own.  A  country 
that  had  lost  faith  in  its  future  found 
it  in  a  faithless  and  brazen  act  of 
murder.  So  in  giving,  we  receive;  in 
losing,  we  find;  and  out  of  defeat,  we 
snatched  our  victory. 

For  the  nation,  Ninoy  became  the 
pleasing  sacrifice  that  answered  their 
prayers  for  freedom.  For  myself  and 
our  children,  Ninoy  was  a  loving  hus- 
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band  and  father.  His  loss,  three  times 
in  our  lives,  was  always  a  deep  and 
painful  one. 

Fourteen  years  ago  this  month  was 
the  first  time  we  lost  him.  A  President 
turned  dictator,  and  traitor  to  his 
oath,  suspended  the  Constitution  and 
shut  down  the  Congress  that  was 
much  like  this  one  before  which  I  am 
honored  to  speak.  He  detained  my 
husband  along  with  thousands  of 
others— senators,  publishers,  and 
anyone  who  had  spoken  up  for  the  de- 
mocracy as  its  end  drew  near.  But  for 
Ninoy.  a  long  and  cruel  ordeal  was  re- 
served. The  dictator  already  knew  that 
Ninoy  was  not  a  body  merely  to  be  im- 
prisoned but  a  spirit  he  must  break. 
For  even  as  the  dictatorship  demol- 
ished one  by  one  the  institutions  of  de- 
mocracy—the press,  the  Congress,  the 
independence  of  the  judiciary,  the  pro- 
tection of  the  Bill  of  Rights— Ninoy 
kept  their  spirit  alive  in  himself. 

The  Government  sought  to  break 
him  by  indignities  and  terror.  They 
locked  him  up  in  a  tiny,  nearly  airless 
cell  in  a  military  camp  in  the  north. 
They  stripped  him  naked  and  held  the 
threat  of  sudden  midnight  execution 
over  his  head.  Ninoy  held  up  manfully 
under  all  of  it.  I  barely  did  as  well.  For 
43  days,  the  authorities  would  not  tell 
me  what  had  happened  to  him.  This 
was  the  first  time  my  children  and  I 
felt  we  had  lost  him. 

When  that  didn't  work,  they  put 
him  on  trial  for  subversion,  murder, 
and  a  host  of  other  crimes  before  a 
military  commission.  Ninoy  challenged 
it  authority  and  went  on  a  fast.  If  he 
survived  it,  then,  he  felt.  God  intended 
him  for  another  fate.  We  hawi  lost  him 
again.  For  nothing  would  hold  him 
back  from  his  determination  to  see  his 
fast  through  to  the  end.  He  stopped 
only  when  it  dawned  on  him  that  the 
Government  would  keep  his  body  alive 
after  the  fast  had  destroyed  his  brain. 
And  so,  with  barely  any  life  in  his 
body,  he  called  off  the  fast  on  the 
40th  day.  God  meant  him  for  other 
things,  he  felt.  He  did  not  know  that 
an  early  death  would  still  be  his  fate, 
that  only  the  timing  was  wrong. 

At  any  time  during  his  long  ordeal, 
Ninoy  could  have  made  a  separate 
peace  with  the  dictatorship,  as  so 
many  of  his  countrymen  had  done. 
But  the  spirit  of  democracy  that  in- 
heres in  our  race  and  animates  this 
Chamber  could  not  be  allowed  to  die. 
He  held  out,  in  the  loneliness  of  his 
cell  and  the  frustration  of  exile,  the 
democratic  alternative  to  the  insatia- 
ble greed  and  mindless  cruelty  of  the 
right  and  the  purging  holocaust  of  the 
left. 

And  then,  we  lost  him  irrevocably 
and  more  painfully  than  in  the  past. 
The  news  came  to  us  in  Boston.  It  had 
to  be  after  the  3  happiest  years  of  our 
lives  together.  But  his  death  was  my 
coimtry's  resurrection  in  the  courage 
and  faith  by  which  alone  they  could 


be  free  again.  The  dictator  had  called 
him  a  nobody.  Two  million  people 
threw  aside  their  passivity  and  fear 
and  escorted  him  to  his  grave.  And  so 
began  the  revolution  that  has  brought 
me  to  democracy's  most  famous  home, 
the  Congress  of  the  United  States. 

The  task  had  fallen  on  my  shoulders 
to  continue  offering  the  democratic  al- 
ternative to  our  people. 

Archibald  MacLeish  had  said  that 
democracy  must  be  defended  by  arms 
when  it  is  attacked  by  arms  and  by 
truth  when  it  is  attacked  by  lies.  He 
failed  to  say  how  it  shall  be  won. 

I  held  fast  to  Ninoy's  conviction  that 
it  must  be  by  the  ways  of  democracy.  I 
held  out  for  participation  in  the  1984 
election  the  dictatorship  called  even  if 
I  knew  it  would  be  rigged.  I  was 
warned  by  the  lawyers  of  the  opposi- 
tion that  I  ran  the  grave  risk  of  legiti- 
mizing the  foregone  results  of  elec- 
tions that  were  clearly  going  to  be 
fraudulent.  But  I  was  not  fighting  for 
lawyers  but  for  the  people  in  whose  in- 
telligence I  had  implicit  faith.  By  the 
exercise  of  democracy,  even  in  a  dicta- 
torship, they  would  be  prepared  for 
democracy  when  it  came.  And  then, 
also,  it  was  the  only  way  I  knew  by 
which  we  could  measure  our  power 
even  in  the  terms  dictated  by  the  dic- 
tatorship. 

The  people  vindicated  me  in  an  elec- 
tion shamefully  marked  by  Govern- 
ment thuggery  and  fraud.  The  opposi- 
tion swept  the  elections,  garnering  a 
clear  majority  of  the  votes,  even  if 
they  ended  up,  thanks  to  a  corrupt 
commission  on  elections,  with  barely  a 
third  of  the  seats  in  Parliament.  Now, 
I  knew  our  power. 

Last  year,  in  excess  of  arrogance,  the 
dictatorship  called  for  its  doom  in  a 
snap  election.  The  people  obliged  with 
over  a  million  signatures,  they  drafted 
me  to  challenge  the  dictatorship.  And 
I  obliged  them.  The  rest  is  the  history 
that  dramatically  unfolded  on  your 
television  screens  and  across  the  front 
pages  of  your  newspapers. 

You  saw  a  nation,  armed  with  cour- 
age and  integrity,  stand  fast  by  democ- 
racy against  threats  and  corruption. 
You  saw  women  poll  watchers  break 
out  in  tears  as  armed  goons  crashed 
the  polling  places  to  steal  the  ballots, 
but  just  the  same,  they  tied  them- 
selves to  the  ballot  boxes.  You  saw  a 
people  committed  to  the  ways  of  de- 
mocracy that  they  were  prepared  to 
give  their  lives  for  its  pale  imitation. 
At  the  end  of  the  day,  before  another 
wave  of  fraud  could  distort  the  results, 
I  announced  the  people's  victory. 

The  distinguished  cochairman  of  the 
United  States  observer  team  in  his 
report  to  your  President  described 
that  victory: 

"I  was  witness  to  an  extraordinary 
manifestation  of  democracy  on  the 
part  of  the  Philippine  people.  The  ul- 
timate result  was  the  election  of  Mrs. 
Corazon  C.  Aquino  as  President  and 


Mr.  Salvador  Laurel  as  Vice> 
of  the  Philippines." 

Many  of  you  here  todai  played  a 
part  in  changing  the  policKaf>  your 
country  toward  us.  We.  Filipinos, 
thank  each  of  you  for  what  you  did: 
For.  balancing  America's  strategic  in- 
terest against  human  concerns,  illumi- 
nates the  American  vision  of  the 
world. 

When  a  subservient  Parliament  an- 
nounced my  opponent's  victory,  the 
people  turned  out  in  the  streets  and 
proclaimed  me  President.  And  true  to 
their  word,  when  a  handful  of  military 
leaders  declared  themselves  against 
the  dictatorship,  the  people  rallied  to 
their  protection.  Surely,  the  people 
take  care  of  their  own.  It  is  on  that 
faith  and  the  obligation  it  entails,  that 
I  assumed  the  Presidency. 

As  I  came  to  power  peacefully,  so 
shall  I  keep  it.  That  is  my  contract 
with  my  people  and  my  commitment 
to  God.  He  had  willed  that  the  blood 
drawn  with  the  lash  shall  not,  in  my 
country,  be  paid  by  blood  drawn  by 
the  sword  but  by  the  tearful  joy  of 
reconciliation. 

We  have  swept  away  absolute  power 
by  a  limited  revolution  that  respected 
the  life  and  freedom  of  every  Filipino. 
Now,  we  are  restoring  full  constitu- 
tional government.  Again,  as  we  re- 
stored democracy  by  the  ways  of  de- 
mocracy, so  are  we  completing  the 
constitutional  structures  of  our  new 
democracy  under  a  Constitution  that 
already  gives  full  respect  to  the  Bill  of 
Rights.  A  jealously  independent  con- 
stitutional commission  is  completing 
its  draft  which  will  be  submitted  later 
this  year  to  a  popular  referendum. 
When  it  is  approved,  there  will  be  con- 
gressional elections.  So  within  about  a 
year  from  a  peaceful  but  national  up- 
heaval that  overturned  a  dictatorship, 
we  shall  have  returned  to  full  consti- 
tutional government.  Given  the  polar- 
ization and  breakdown  we  inherited, 
this  is  no  small  achievement. 

My  predecessor  set  aside  democracy 
to  save  it  from  a  Communist  insurgen- 
cy that  numbered  less  than  500.  Un- 
hampered by  respect  for  human 
rights,  he  went  at  it  with  hammer  and 
tongs.  By  the  time  he  fled,  that  insur- 
gency had  grown  to  more  than  16.000. 
I  think  there  is  a  lesson  here  to  be 
learned  about  trying  to  stifle  a  thing 
with  the  means  by  which  it  grows. 

I  don't  think  anybody,  in  or  outside 
our  country,  concerned  for  a  demo- 
cratic and  open  Philippines,  doubts 
what  must  be  done.  Through  political 
initiatives  and  local  reintegration  pro- 
grams, we  must  seek  to  bring  the  in- 
surgents down  the  hills,  and  by  eco- 
nomic progress  and  justice,  show  them 
that  for  which  the  best  intentioned 
among  them  fight. 

As  President,  I  will  not  betray  the 
cause  of  peace  by  which  I  came  to 
power.    Yet   equally,    and   again   no 
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friend  of  Filipino  democracy  will  chal- 
lenge this.  I  will  not  stand  by  and 
allow  an  insurgent  leadership  to  spurn 
our  offer  of  peace  and  kill  our  young 
soldiers,  and  threaten  our  new  free- 
dom. 

Yet,  I  must  explore  the  path  of 
peace  to  the  utmost,  for  at  its  end, 
whatever  disapiiointment  I  meet 
there,  is  the  moral  basis  for  laying 
down  the  olive  branch  of  peace  and 
taking  up  the  sword  of  war.  Still, 
should  it  come  to  that,  I  will  not 
waiver  from  the  course  laid  down  by 
your  great  liberator: 

"With  malice  towards  none,  with 
charity  for  all,  with  firmness  in  the 
right  as  God  gives  us  to  see  the  right, 
let  us  finish  the  work  we  are  in,  to 
bind  up  the  Nation's  wounds,  to  care 
for  him  who  shall  have  borne  the 
battle,  and  for  his  widow  and  for  his 
orphans,  to  do  all  which  may  achieve 
and  cherish  a  just  and  lasting  peace 
among  ourselves  and  with  all  Na- 
tions." 

Like  Lincoln,  I  understand  that  force 
may  be  necessary  before  mercy.  Like 
Lincoln,  I  don't  relish  it.  Yet.  I  will  do 
whatever  it  takes  to  defend  the  integ- 
rity and  freedom  of  my  country. 

Finally,  may  I  turn  to  that  other 
slavery:  Our  $26  billion  foreign  debt.  I 
have  said  that  we  shall  honor  it.  Yet 
must  the  means  by  which  we  shall  be 
able  to  do  be  kept  from  us?  Many  con- 
ditions imposed  on  the  previous  gov- 
ernment that  stole  this  debt  continue 
to  be  imposed  on  us  who  never  benefit- 
ed from  it.  And  no  assistance  or  liber- 
ality conmiensurate  with  the  calamity 
that  was  visited  on  us  has  been  ex- 
tended. Yet  ours  must  have  been  the 
cheapest  revolution  ever.  With  little 
help  from  others,  we  Filipinos  fulfilled 
the  first  and  most  difficult  condition 
of  the  debt  negotiation:  The  full  resto- 
ration of  democracy  and  responsible 
goverrmient.  Elsewhere,  and  in  other 
times  of  more  stringent  world  econom- 
ic conditions.  Marshall  plans  and  their 
like  were  felt  to  be  necessary  compan- 
ions of  returning  democracy. 

When  I  met  with  President  Reagan 
yesterday,  we  began  an  important 
dialog  about  cooperation  and  the 
strengthening  of  the  friendship  be- 
tween our  two  countries.  That  meeting 
was  both  a  confirmation  and  a  new  be- 
ginning and  should  lead  to  positive  re- 
sults in  all  areas  of  common  concern. 

Today,  we  face  the  aspirations  of  a 
people  who  had  known  so  much  pover- 
ty and  massive  unemployment  for  the 
past  14  years  and  yet  offered  their 
lives  for  the  abstraction  of  democracy. 
Wherever  I  went  in  the  campaign, 
slum  area  or  impoverished  village, 
they  came  to  me  with  one  cry:  Democ- 
racy! Not  food,  although  they  clearly 
needed  it,  but  democracy;  not  work,  al- 
though they  surely  wanted  it,  but  de- 
mocracy. Not  money,  for  they  gave 
what  little  they  had  to  my  campaign. 
They  didn't  expect  me  to  work  a  mira- 


cle that  would  instantly  put  food  into 
their  mouths,  clothes  on  their  back, 
education  for  their  children,  and  work 
that  will  put  dignity  in  their  lives.  But 
I  feel  the  pressing  obligation  to  re- 
spond quickly  as  the  leader  of  a  people 
so  deserving  of  all  these  things. 

We  face  a  Communist  insurgency 
that  feeds  on  economic  deterioration, 
even  as  we  carry  a  great  share  of  the 
free  world  defenses  in  the  Pacific. 
These  are  only  two  of  the  many  bur- 
dens my  people  carry  even  as  they  try 
to  build  a  worthy  and  enduring  house 
for  their  new  democracy,  that  may 
serve  as  well  as  a  redoubt  for  freedom 
in  Asia.  Yet,  no  sooner  is  one  stone 
laid  than  two  are  taken  away.  Half  our 
export  earnings,  $2  billion  out  of  $4 
billion,  which  was  all  we  could  earn  in 
the  restrictive  markets  of  the  world, 
went  to  pay  just  the  interest  on  a  debt 
whose  benefit  the  Filipino  people 
never  received. 

Still  we  fought  for  honor,  and,  if 
only  for  honor,  we  shall  pay.  And  yet, 
should  we  have  to  wring  the  payments 
from  the  sweat  of  our  men's  faces  and 
sink  all  the  wealth  piled  up  by  the 
bondsman's  250  years  of  unrequited 
toil? 

Yet  to  all  Americans,  as  the  leader 
of  a  proud  and  free  people,  I  address 
this  question:  Has  there  been  a  greater 
test  of  national  commitment  to  the 
ideals  you  hold  dear  than  that  my 
people  have  gone  through?  You  have 
spent  many  lives  and  much  treasure  to 
bring  freedom  to  many  lands  that 
were  reluctant  to  receive  it.  And  here 
you  have  a  people  who  won  it  by 
themselves  and  need  only  the  help  to 
preserve  it. 

Three  years  ago,  I  said,  thank  you, 
America,  for  the  haven  from  oppres- 
sion, and  the  home  you  gave  Ninoy, 
myself,  and  our  children,  and  for  the  3 
happiest  years  of  our  lives  together. 
Today,  I  say,  join  us,  America,  as  we 
build  a  new  home  for  democracy,  an- 
other haven  for  the  oppressed,  so  it 
may  stand  as  a  shining  testament  of 
our  two  nations'  commitment  to  free- 
dom. 
[Applause,  the  Members  rising.] 
At  10  o'clock  and  31  minutes  a.m., 
the  President  of  the  Republic  of  the 
Philippines,  accompanied  by  the  com- 
mittee of  escort,  retired  from  the  Hall 
of  the  House  of  Representatives. 

The  Doorkeeper  escorted  the  invited 
guests  from  the  Chamber  in  the  fol- 
lowing order: 

The  members  of  the  President's  Cab- 
inet. 

The  ambassadors,  ministers,  and 
charges  d'affaires  of  foreign  govern- 
ments. 


of  the  two  Houses  dissolved,  and  the 
House  will  meet  in  session  at  11  a.m. 

Accordingly,  at  10  o'clock  and  32 
minutes  a.m.,  the  joint  meeting  of  the 
two  Houses  was  dissolved. 

The  Members  of  the  Senate  retired 
to  their  Chsmiber. 


D  1100 

AFTER  RECESS 

The  recess  having  expired,  the 
House  was  called  to  order  by  the 
Speaker  at  11  a.m. 


THE  TRIUMPH  OF  CORAZON 
AQUINO  AND  THE  FILIPINO 
PEOPLE 

(Mr.  DURBIN  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  DURBIN.  Mr.  Speaker,  those  of 
us  who  have  enjoyed  the  fruits  of  de- 
mocracy without  the  sacrifice  of  blood 
and  peril  were  reminded  today  that 
others  pay  a  dear  price  for  freedoms 
we  take  for  granted. 

Earlier  this  morning,  President  Cdr- 
azon  Aquino  of  the  Philippines,  a 
woman  slight  in  stature  but  a  giant  in 
courage,  touched  the  hearts  of  this 
Congress  and  this  Nation  with  her 
moving  remembrance  of  the  ordeal 
she  and  her  husband  endured  to  win 
liberty  for  her  homeland. 

So  many  of  the  events  of  our  time 
will  be  relegated  to  the  offal  of  histo- 
ry, but  the  triumph  of  Corazon 
Aquino  and  the  people  of  the  Philip- 
pines stands  as  a  seminal  event  in  the 
annals  of  democracy.  We  are  blessed 
and  honored  to  bear  witness  to  that 
triumph  and  we  share  in  the  responsi- 
bility to  pass  on  her  heroic  story  to 
our  children  and  grandchildren. 


JOINT  MEETING  DISSOLVED 
The  SPEAKER.  The  purpose  of  the 
joint  meeting  having  been  completed, 
the  Chair  declares  the  joint  meeting 


PEACE  CORPS  CELEBRATES  25TH 
ANNIVERSARY 

(Mr.  HENRY  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  HENRY.  Mr.  Speaker,  if  the 
rules  of  the  House  so  allowed,  I  would 
ask  the  distinguished  minority  leader, 
Mr.  Michel,  to  step  to  the  well  of  the 
Chamber  and  lead  us  in  a  rousing 
chorus  of  "Happy  Birthday"  to  the 
Peace  Corps.  And  I  would  even  suggest 
that  the  chaplain  join  by  accompany- 
ing us  with  his  harmonica! 

Truly,  the  Peace  Corps  has  been  one 
of  the  most  noble  and  successful  ex- 
pressions of  American  good  will 
toward  people  around  the  globe.  In  its 
25  years,  over  120,000  Americans,  from 
every  walk  of  life  and  of  every  age. 
have  served  as  Peace  Corps  volunteers 
in  over  90  countries.  Indeed,  my  own 
State  of  Michigan  is  proud  to  have 
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sent  over  4,500  Americans  abroad  as 
Peace  Corps  volunteers. 

Fighting  poverty,  disease,  ignorance, 
and  prejudice  of  all  forms.  Peace 
Corps  volunteers  served  in  many  ca- 
pacities—teachers, health  profession- 
als, technical  aids,  social  workers,  and 
many  other  callings  in  cultural  set- 
tings quite  different  from  what  they 
had  known  at  home.  And  invariably, 
they  returned  to  our  country  enriched 
by  their  experience,  with  deeper  ap- 
preciation for  the  cultures  and  histo- 
ries and  concerns  of  the  people  they 
served,  as  well  as  a  sense  of  profound 
gratitude  to  the  host  nations  in  which 
they  were  guests. 

It  was  my  own  privilege  to  serve  as  a 
Peace  Corps  volunteer  in  Liberia  and 
Ethiopia  during  the  earliest  years  of 
the  program  from  1963-65.  Among  my 
projects  in  Liberia  was  the  organiza- 
tion of  a  rural  mail  delivery  system, 
and  in  Ethiopia  the  construction  of  an 
elementary  school  building  in  the 
northern  region  of  the  country.  I  look 
forward  to  joining  the  reunion  of 
thousands  of  Peace  Corps  volunteers 
as  they  gather  in  Washington  this 
weekend  to  join  in  celebrating  the 
Peace  Corps'  25th  anniversary.  And  I 
would  urge  my  colleagues  to  join  with 
us  at  the  congressional  reception  in 
honor  of  Peace  Corps  volunteers  this 
evening  in  the  Raybum  Building. 

As  we  celebrate  the  past  achieve- 
ments of  the  Peace  Corps,  I  should 
also  point  out  that  this  thriving  pro- 
gram still  looks  to  the  future.  Applica- 
tions for  volunteer  service  are  on  the 
rise,  and  the  selectivity  of  the  Peace 
Corps  in  choosing  those  given  the 
honor  of  such  service  is  keener  than  it 
has  ever  been.  Over  the  years,  the 
Peace  Corps  has  moved  increasingly 
from  utilizing  generalists  to  those  with 
specific  technical  skills  most  appropri- 
ate and  needed  by  the  host  countries. 
Increasingly,  volunteers  are  composed 
of  middle-aged  and  even  senior  citizens 
who  have  chosen  to  serve  their  coun- 
try and  dedicated  themselves  to  ad- 
dressing the  needs  of  their  host  coun- 
tries in  this  most  constructive  way. 

The  current  Peace  Corps  Director, 
Loret  Ruppe  from  my  home  State  of 
Michigan,  says  it  well: 

Peace  Corps  volunteers  are  the  true  anti- 
terrorists  of  today.  They  battle  the  daily 
terrorism  of  hunger,  disease,  poverty,  de- 
spair, and  illiteracy. 

Happy  birthday.  Peace  Corps.  And 
welcome  to  your  Nation's  Capital,  re- 
turned volimteers. 
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PRINTING  OP  PROCEEDINGS 
HAD  DURING  THE  RECESS 

Mr.  OBEY.  Mr.  Speaker,  I  ask  unan- 
imous consent  that  the  proceedings 
had  during  the  recess  be  printed  in  the 
Record. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Wisconsin? 


EPA  MUST  STEP  UP  EFFORTS  TO 
PROTECT  DRINKING  WATER 
AND  GROUND  WATER 

(Mr.  OBEY  asked  and  was  given  per- 
mission to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  OBEY.  Mr.  Speaker,  today  the 
House  will  be  considering  reauthoriza- 
tion of  the  Federal  Insecticide,  Fungi- 
cide, and  Rodenticide  Act  [FIFRA]. 

I  hope  that  we  will  adopt  the  tough- 
est possible  provisions  to  require  that 
the  EPA  step  up  efforts  to  protect 
drinking  water  and  ground  water  from 
contamination  by  pesticides. 

This  issue  is  of  particular  impor- 
tance to  the  people  I  represent  in  cen- 
tral and  northern  Wisconsin.  In  my 
district  Aldicarb  or  "Temik"  has  been 
showing  up  in  some  drinking  water 
wells  over  the  last  few  years. 

Two  separate  studies— by  the  Uni- 
versity of  Wisconsin  and  the  Wiscon- 
sin Department  of  Health— have 
shown  that  Aldicarb  may  be  danger- 
ous to  public  health.  Those  studies 
have  documented  changes  in  the 
immune  systems  of  laboratory  animals 
exposed  to  the  chemicals,  as  well  to 
humans  who  have  consumed  well 
water  contaminated  with  Aldicarb. 

While  the  EPA  is  continuing  its 
"special  review"  of  Aldicarb,  the  State 
of  Wisconsin  has  already  taken  steps 
to  significantly  restrict  its  use. 

Im  my  judgment,  it  is  time  to  ban 
the  pesticide  nationally  until  its  manu- 
facturer. Union  Carbide,  can  prove 
that  it  can  be  used  safely. 

I  have  already  petitioned  the  EPA  to 
carefully  consider  the  results  of  the 
Wisconsin  studies  and  act  immediately 
to  stop  the  further  use  of  this  pesti- 
cide, at  least  until  all  of  the  outstand- 
ing health  and  safety  questions  have 
been  answered.  I  urge  my  colleagues  to 
join  me  in  this  effort. 


TAX  REFORM  OR  SIMPLE 
FRAUD? 

(Mr.  MARLENEE  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks. ) 

Mr.  MARLENEE.  Mr.  Speaker,  some 
Members  of  this  body  have  been 
trying  to  pass  a  bill  of  so-called  tax 
reform  or  tax  simplification.  The  ques- 
tion might  be  asked:  Is  this  tax  simpli- 
fication or  tax  fraud? 

Let  us  let  the  document  speak  for 
itself,  Mr.  Speaker.  On  page  295  of 
this  document,  I  quote: 

"(C)  De  minimis  exception.— The  Secre- 
tary may  by  regulations  provide  a  de  mini- 
mis exception  to  the  provisions  of  subpara- 
graph (A). 

"(2)  Coordination  with  section  i72ib> 
CARRYOVER  RULES.— In  the  case  of  any  pre- 
trigger  loss  for  any  taxable  year  (herein- 
after in  this  paragraph  referred  to  as  the 


loss  year)  subject  to  limitation  under  this 
section,  for  purposes  of  determining  under 
the  second  sentence  of  section  172(b)(2)  the 
amount  of  such  loss  which  may  be  carried 
to  any  taxable  year,  taxable  income  for  any 
taxable  year  shall  be  treated  as  not  greater 
than— 

•'(A)  the  trigger  amount  for  such  taxable 
year,  reduced  by 

"(B)    the    pre-trigger   losses    for   taxable 
years  preceding  the  loss  year. 
Similar  rules  shall  apply  in  the  case  of  any 
credit  or  loss  subject  to  limitation  under  sec- 
tion 383. 

•(1)  Additions  Under  More  Than  One 
Paragraph.— With  respect  to  any  return,  the 
amount  of  the  addition  under  paragraph  (1) 
of  subsection  (a)  shall  be  reduced  by  the 
amount  of  the  addition  under  paragraph  (2) 
of  subsection  (a)  for  any  month  (or  fraction 
thereof)  to  which  an  addition  to  tax  applies 
under  both  paragraphs  (1)  and  (2).  In  any 
case  described  in  the  last  sentence  of  subsec- 
tion (a),  the  amount  of  the  addition  under 
paragraph  (1)  of  subsection  (a)  shall  not  be 
reduced  under  the  preceding  sentence  below 
the  amount  provided  in  such  last  sentence." 

SE(  .  IM2.  KFJECTIVE  DATE. 

Except  as  otherwise  provided  in  section 
1601  of  this  Act,  any  amendment  made  by 
section  1601  of  this  Act  shall  take  effect  as 
if  included  in  the  provision  of  the  Retire- 
ment Equity  Act  of  1984  to  which  such 
amendment  relates. 

Mr.  Speaker,  this  is  the  new  tax 
reform.  You  might  question  whether 
this  is  tax  reform  or  simple  fraud. 


MEMBERS  "HAVE  BEEN  HAD"  ON 
DRUG  ISSUE 

(Mr.  LUNGREN  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  LUNGREN.  Mr.  Speaker,  as  I  in- 
dicated in  the  debate  on  the  omnibus 
drug  bill  last  week,  an  extremely  dan- 
gerous provision  was  slipped  into  the 
technical  amendments  that  will  allow 
any  registrant  with  a  Ph.D.  or  M.D. 
behind  their  name  to  ingest  or  provide 
for  their  spouses,  friends,  and  even 
students  some  of  the  most  potent  sub- 
stances known  to  man.  Some  of  these 
designer  drugs  are  5,000  times  the 
strength  of  morphine  or  about  2,500 
times  the  strength  of  heroin. 

This  provision  was  misrepresented  to 
the  Rules  Committee  as  technical  lan- 
guage somehow  necessary  to  legiti- 
mate research,  and  was  slipped  into 
the  technical  package  on  that  basis. 

I  should  add  that  the  only  testimony 
in  support  of  this  provision  before  our 
Subcommittee  on  Crime  was  offered 
by  Dr.  Lester  Grinspoon,  of  Harvard. 
He  attempted  to  persuade  the  subcom- 
mittee that  his  real  concern  was  with 
research.  However,  there  were  those  of 
us  who  remained  skeptical  in  that  the 
designer  drug  legislation  that  I  first 
offered  and  the  subsequent  subcom- 
mittee and  committee  bills  were  care- 
fully crafted  to  avoid  any  interference 
with  legitimate  research.  But  Dr. 
Grinspoon   argued   that   any   animal 
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testing  for  toxicity  or  the  requirement 
to  provide  a  research  protocol  under 
schedule  I  was  too  burdensome. 

It  is  now  clear  that  Dr.  Grinspoon 
and  his  small  group  of  followers  have 
a  broader  agenda.  It  has  come  to  my 
attention  that  the  only  voice  for  this 
pro-drug-trafficking  provision  in  our 
House  drug  bill  sits  on  the  advisory 
board  of  the  National  Organization  for 
the  Reform  of  Marijuana  Laws.  In 
short  the  Subcommittee  on  Crime,  the 
Rules  Committee  and  this  House  have 
been  had.  It  is  essential  that  this  pro- 
drug-abuse  provision  be  removed  from 
the  bill  in  conference. 


D  1110 


SCIENCE 

Speaker,  I 
take  from 


AUTHORIZING    FACILITIES    FOR 
THE      SMITHSONIAN      INSTITU- 
TION   FOR    CERTAIN 
ACTIVITIES 

Mr.  GRAY  of  Illinois.  Mr 
ask  unanimous  consent  to 
the  Speaker's  table  the  bill  (H.R.  1483) 
to  authorize  the  Smithsonian  Institu- 
tion to  plan  and  construct  facilities  for 
certain  science  activities  of  the  Institu- 
tion, and  for  other  purposes,  with  a 
Senate  amendment  thereto,  and 
concur  in  the  Senate  amendment. 

The  Clerk  read  the  title  of  the  bill. 

The  Clerk  read  the  Senate  amend- 
ment, as  follows: 

Page  2.  line  3,  strike  out  "$11,200,000 "  and 
insert  "$11,100,000". 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Illinois? 

Mr.  HAMMERSCHMIDT.  Mr. 
Speaker,  reserving  the  right  to  object, 
and  I  do  not  plan  to  object,  I  just  want 
to  ask  the  gentleman  to  explain  to  the 
House  the  reason  for  his  request. 

Mr.  GRAY  of  Illinois.  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  HAMMERSCHMIDT.  I  yield  to 
the  gentleman  from  Illinois. 

Mr.  GRAY  of  Illinois.  Mr.  Speaker, 
H.R.  1483  passed  by  the  House  on  Oc- 
tober 7,  1985,  authorizes  the  construc- 
tion of  facilities  for  two  scientific  re- 
search installations  of  the  Smithsoni- 
an Institution:  The  Fred  Lawrence 
Whipple  Observatory  in  Arizona  and 
the  Smithsonian  Tropical  Research 
Institute  in  Panama.  Construction  of 
these  facilities  is  necessary  to  replace 
existing  facilities  which  are  inad- 
equate because  of  age,  size,  safety,  and 
health  standards. 

Mr.  Speaker,  the  legislation  as 
passed  by  the  House  authorized  the 
appropriation  of  $4.5  million  for  the 
Fred  Lawrence  Whipple  Observatory 
and  $11.2  million  for  the  Tropical  Re- 
search Institute.  The  bill  as  passed  by 
the  Senate  continues  to  provide  $4.5 
for  the  Fred  Lawrence  Whipple  Ob- 
servatory; however,  it  decreases  fund- 
ing for  the  Tropical  Research  Insti- 
tute to  $11.1  million. 


Mr.  Speaker,  I  urge  adoption  of  H.R. 
1483,  as  amended  by  the  other  body. 

Mr.  HAMMERSCHMIDT.  Mr. 
Speaker,  further  reserving  the  right  to 
object,  I  would  also  like  to  express  my 
support  for  this  legislation. 

The  bill  is  essentially  identical  to  the 
weapon  passed  by  the  House  last  Octo- 
ber with  the  exception  that  the 
Senate  has  deleted  $100,000  in  funds 
for  construction  at  the  Fred  Lawrence 
Whipple  Observatory  in  Arizona. 

The  construction  of  new  and  re- 
placement facilities  for  the  Smithsoni- 
an in  both  Panama  and  Arizona  loca- 
tions are  essential  if  the  Smithsonian 
scientists  are  to  continue  their  out- 
standing efforts  in  tropical  biology 
and  astrological  research. 

Mr.  MINETA.  Mr.  Speaker,  H.R.  1483, 
passed  by  the  House  on  October  7,  1 985,  au- 
thorizes an  appropriation  of  $4,500,000  effec- 
tive October  1,  1986,  for  constructing  a  new 
base  camp  and  resurfacing  the  road  at  the 
Smithsonian's  Whipple  Observatory  in  south- 
em  Arizona  and  $11,200,000  for  four  new 
construction  projects  at  the  Smithsonian  Trop- 
ical Research  Institute  in  the  Republic  of 
Panama.  The  bill  allows  the  transfer  of  funds 
to  the  General  Services  Administration  in 
order  to  carry  out  the  activities  authorized. 

As  a  member  of  the  Smithsonian's  Board  of 
Regents  and  a  member  of  one  of  the  two 
committees  to  which  the  measure  was  re- 
ferred, I  am  honored  to  encourage  its  approv- 
al by  the  House.  The  bill  consolidates  in  one 
legislative  package  planning  and  construction 
authority  for  facility  development  at  two  of  the 
Smithsonian's  most  significant  research  instal- 
lations and  is  in  keeping  with  the  Institution's 
long-range  scientific  expectations.  Over  the 
past  year  and  a  half,  the  Subcommittee  on 
Public  Buildings  and  Grounds  of  the  Commit- 
tee on  Public  Works  and  Transportation  has 
held  three  hearings  at  which  these  projects 
were  considered.   I  think  it  fair  to  say  that 
there  is  widespread  understanding  of  the  sci- 
entific significance  of  these  facilities,  as  well 
as  a  high  degree  of  admiration  for  the  analysis 
with  which  the  Institution  has  organized  its 
overall  construction  priorities  and  the  diligence 
with  which  it  has  pursued  master  planning 
processes  for  both  units  in  the  bill  to  ensure 
the  effective  application  of  the  funds  it  is 
seeking.  The  Fred  Lawrence  Whipple  Observ- 
atory,   located    on    Mount    Hopkins,    near 
Tucson,  AZ,  is  the  largest  field  installation  of 
the   Smithsonian   Astrophysical   Observatory. 
Since  its  official  opening  in  1 968,  the  observa- 
tory has  been  used  at  the  site  for  experiments 
requiring  extremely  dark  skies,  dry  climate, 
and  good    "optical  scene."  The  8,550  foot 
summit  of  Mount  Hopkins  is  the  site  of  the 
multiple  mirror  telescope,  a  joint  facility  of  the 
Smithsonian  Institution  and  the  University  of 
Arizona.  The  MMT  is  the  Jhird  largest  tele- 
scope in  the  world  and  the  first  of  its  kind, 
combining  six  1 .8  meter  telescope  mirrors  in  a 
common   support   structure   to   produce   the 
light-gathering  capability  of  a  conventional  4.5 
meter  telescope. 

Other  instruments  are  located  on  a  half-mile 
long  ridge  at  the  7,600  foot  elevation.  These 
include  a  10  meter  reflector  for  observations 
of  extremely  energetic  gamma  ray  events,  and 


1.5  meter  and  61  centimeter  reflecting  tele- 
scopes for  optical  and  infrared  observations  of 
distant  stars  and  galaxies.  The  administrative 
and  support  facilities  of  the  observatory  are 
located  at  Amado,  AZ,  which  is  atwut  35 
miles  south  of  Tucson  and  18  miles  from  the 
scientific  operations  on  Mount  Hopkins.  This 
base  camp  is  the  operational  and  logistical 
headquarters  for  anyone  working  at  or  visiting 
the  mountain.  Its  site  consists  of  two  adja- 
cently leased  parcels  of  land  totaling  approxi- 
mately 4.25  acres;  its  facilities  include  a  one- 
level  school  building  and  a  one-level  resi- 
dence, both  of  which  date  from  the  1930's 
and  have  been  converted  for  office  use.  There 
are  also  vehicle  service,  repair,  and  storage 
sheds  on  the  site. 

The  owners  of  the  site  have  indicated  the 
desire  to  sell  the  property.  Because  of  its  lo- 
cation near  a  flood-prone  river  that  often 
makes  access  to  the  mountain  very  difficult, 
as  well  as  other  inadequacies  of  the  site 
wfiich  serve  only  to  promote  op^ational  ineffi- 
ciencies, the  Smithsonian  is  not  a  prospective 
buyer. 

As  the  result  of  its  master  planning  process, 
the  Institution  has  selected  a  site  on  land 
under  the  control  of  the  Forest  Service  that  is 
across  the  river  from  and  closer  to  the  moun- 
tain than  the  existing  ones.  Studies  related  to 
spatial  analysis  of  the  site  and  environmental 
documentation  are  unden*/ay,  as  are  negotia- 
tions with  the  Forest  Service.  It  is  expected 
that  arrangements  can  be  made  that  will  serve 
and  protect  the  interests  of  both  parties,  and 
also  provide  a  modest,  but  improved  level  of 
public  education  for  visitors  to  the  site.  If  H.R. 
1483  is  enacted,  the  Institution  expects  to  in- 
clude a  total  of  $4,500,000  for  construction  of 
the  new  base  camp  in  its  budget  request  for 
fiscal  year  1988.  It  anticipates  a  period  of  ap- 
proximately 27  months  for  design  and  con- 
struction. In  addition,  the  legislation  provides 
for  improved  facilities  at  the  Smithsonian 
Tropical  Research  Institute  which  is  the  princi- 
pal U.S.  Onter  for  Tropical  Biology.  Each 
year  hundreds  of  U.S.  and  international  re- 
searchers join  the  permanent  staff  at  STRI  in 
undertaking  fundamental  studies  on  the  trop- 
ics. Increasingly  scientists  and  policymakers 
have  recognized  the  need  to  understand  how 
tropical  ecosystems  function  in  order  to  pre- 
dict more  accurately  environmental  changes  in 
the  temperate  zones. 

To  capitalize  on  STRI's  unparalleled  data 
base  of  more  than  60  years  and  use  it  effec- 
tively, it  is  necessary  to  undertake  a  program 
of  facilities  improvements.  Existing  STRI  facili- 
ties fall  into  several  categones: 
(Construction  undertaken  in  the  1920's  and 

1930's; 

Renovated  structures  obtained  from  the 
U.S.  military;  and 

Renovated  structures  obtained  from  the 
Government  of  Panama. 

With  the  exception  of  a  new  library  building 
opened  in  1984,  these  facilities  are  inad- 
equate because  of  age,  size,  safety,  and 
health  standards.  (Construction  materials  used 
in  the  first  half  of  the  century  are  inappropnate 
to  the  region's  high  humidity  and  insect  infes- 
tation, and  renovation  of  surplus  buildings  has 
served  only  as  a  stop-gap  measure  to  ensure 
continuity  of  research.  The  stmctures  are  in- 
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adequate  for  modem  scientific  purposes  and 
require  extensive  maintenance.  Among  the 
pressing  needs  for  STRI  is  a  new  ten^estrial 
laboratory  and  conference  facility  to  replace  a 
small  and  obsolete  leased  structure.  Originally 
built  as  a  hospital  morgue,  the  facility  cannot 
adequately  support  current  research  purposes 
as  it  has  severe  deficiencies  in  its  electrical 
systems,  plumbing,  load-bearing  capacity,  and 
parlung,  and  in  the  widespread  presence  of 
arsenic  and  other  health-related  problems.  Ad- 
ditionally, its  hillside  location  makes  extensive 
renovation  and  the  addition  of  outdoor  cages 
and  plant-growing  facilities  impossible. 

The  construction  of  a  new  terrestrial  labora- 
tory at  STRI's  administrative  headquarters, 
known  as  the  Tivoli  site,  will  allow  the  econo- 
my of  logistics  consolidation  with  the  new  li- 
brary and  existing  offices.  The  Tivoli  site  also 
will  allow  proper  space  utilization  for  perma- 
nent staff,  lor)g-term  visitors,  and  students. 
Better  integration  of  computers,  other  commu- 
nications devices,  and  modern  scientific 
equipment  will  be  afforded  in  the  new  facility, 
as  will  space  for  cages  and  greenhouses  and 
space  for  lectures,  small  meetings,  and  major 
conferences. 

Construction  and  equipment  for  the  new 
laboratory  is  currently  estimated  at  $7.9  mil- 
Ncn.  A  gift  of  $4  million  for  construction  has 
recently  been  received;  an  additional  $3.8  mil- 
lion is  required  for  completion  of  the  project. 
The  Smithsonian  has  included  this  amount  in 
its  budget  request  for  fiscal  year  1987. 

Barro  Colorado  Island,  located  in  the  middle 
of  Gatun  Lake,  a  key  component  of  the 
Panama  Canal,  has  served  as  an  important 
research  center  for  tropical  biology  since 
1923.  Under  the  canal  treaties.  STRI  was  as- 
signed custodianship  of  this  12.000-acre  re- 
serve on  behalf  of  the  United  States  and  the 
Republic  of  Panama.  The  island  serves  hun- 
dreds of  investigators  annually,  providing  re- 
search space,  as  well  as  living  and  dining  ac- 
commodations. Its  physical  plant  includes 
many  outdated  wooden  buildings  which  do  not 
meet  modem  day  building  or  health  codes;  a 
new  scientific  latioratory  with  attendant  cages 
and  growing  facilities  is  a  major  requirement. 
Approximately  $2.8  million  is  needed  for  this 
construction;  funds  would  be  requested  in  the 
fiscal  year  1989. 

The  geographical  advantages  of  Panama  to 
researchers  interested  in  marine  studies  are 
incomparable:  nowhere  else  in  the  world  are 
two  oceans  so  easily  accessible  for  compara- 
tive research.  Currently,  renovated  facilities 
are  available  on  the  Pacific,  but  no  similar  sit- 
uation exists  on  the  Atlantic  where  STRI  re- 
search is  conducted  at  Galeta  Point  in  a  small 
asbestos  cement  t>uilding  acquired  as  surplus 
property  from  the  U.S.  Navy  in  1965.  The 
present  laboratory  has  a  severe  asbestos 
problem  in  its  walls  and  roof. 

Housing  for  researchers  consists  of  a  dilapi- 
dated trailer  which  does  not  meet  safety  and 
health  codes;  an  inadequate  sewage  disposal 
system  threatens  tfie  unique  coral  reef/man- 
grove swamp  study  site.  A  new  laboratory, 
dormitory,  and  sewage  system  will  require  ap- 
proximately $3.5  million  which  also  would  be 
requested  in  fiscal  year  1989. 

Finally,  STRI  is  responsible  for  more  than 
60  vehicles,  a  major  research  vessel,  and 
dozens  of  smaller  boats,  in  addition  to  normal 


CONGRESSIONAL  RECORD— HOUSE 

building 


^ptember  18,  1986 


maintenance  requirements.  At 
present,  the  maintenance  needs  of  its  geo- 
graphically dispersed  facilities  are  performed 
in  the  bottom  of  an  old  torpedo  factory;  the 
top  floor  houses  research  offices.  In  order  to 
provide  for  adequate  maintenance  and  to  re- 
lieve the  noise  and  congestion  of  the  present 
site,  a  new  central  facility  with  modern  equip- 
ment is  required;  the  estimated  cost  of  its 
construction  is  $900,000  and  also  would  be  a 
tiscal  year  1989  request. 

Mr.  Speaker,  as  you  can  see,  H.R.  1483  re- 
flects thoughtful  and  careful  planning  to  meet 
the  requirements  of  two  of  our  Nation's  small, 
but  significant,  scientitic  installations. 

Mr.  Speaker,  the  legislation  as  passed  by 
the  House  authorized  the  appropriation  of 
$4.5  million  for  the  Fred  Lawrence  Whipple 
Observatory  and  $11.2  million  for  the  Tropical 
Research  Institute.  The  bill  as  passed  by  the 
Senate  continues  to  provide  $4.5  million  tor 
the  Fred  Lawrence  Whipple  Observatory;  how- 
ever, it  decreases  funding  for  the  Tropical  Re- 
search Institute  to  $11.1  million. 

Mr.  Speaker,  I  urge  adoption  of  H.R.  1483, 
as  amended  by  the  Senate. 

Mr.  HOWARD.  Mr.  Speaker,  I  rise  in  strong 
support  of  H.R.  1483,  a  bill  to  authorize  the 
Smithsonian  Institution  to  plan  and  construct 
new  or  upgraded  science  facilities  at  two  of  its 
most  significant  research  installations,  namely, 
the  Fred  Lawrence  Whipple  Observatory  on 
Mount  Hopkins  in  Tucson,  A2,  and  at  the 
Smithsonian  Tropical  Research  Institute  in 
Panama.  This  science  facilities  construction 
bill  authorizes  an  appropriation  of  $4,500,000 
for  the  Smithsonian  Tropical  Research  Insti- 
tute facilities  located  in  Panama  effective  Oc- 
tober 1,  1986.  This  legislative  proposal  is  in 
keeping  with  the  Smithsonian  Institution's 
long-range  scientific  expectations  and  has 
been  carefully  evaluated  in  the  context  of  its 
overall  construction  priorities. 

Briefly,  Mr.  Speaker,  the  Fred  Lawrence 
Whipple  Obsen/atory,  located  on  Mount  Hop- 
kins in  southern  Anzona,  is  the  largest  field  in- 
stallation of  the  Smithsonian  Astrophysical 
Observatory.  Since  its  official  opening  in  1 968, 
the  observatory  has  been  used  as  the  site  for 
observations  requiring  extremely  dark  skies, 
dry  climate,  and  good  optical  seeing.  The 
Smithsonian's  observatory  covers  4,774 
acres,  including  the  8,550-foot  summit.  The 
administrative  and  support  facilities  of  the  ob- 
sen/atory,  which  serve  all  mountain  top  activi- 
ties, are  located  in  an  office  and  maintenance 
complex  18  miles  from  the  scientific  oper- 
ations on  Mount  Hopkins.  This  base  camp  in- 
cludes a  one-level  school  building  and  a  one- 
level  residence  which  have  tieen  converted 
for  office  use.  There  are  also  vehicle  service, 
repair,  and  storage  sheds  on  the  site.  Al- 
though the  property  is  currently  leased,  the 
owners  have  indk:ated  their  desire  to  sell.  The 
base  camp  is  outmoded,  and  furthermore,  the 
bridge  t)etween  the  base  camp  and  the  moun- 
tain facilities  is  repeatedly  washed  out,  making 
access  very  difficult  and  often  adding  at  least 
an  hour  to  the  already  arduous  trip  to  and 
from  the  summit. 

Recently,  the  Smithsonian  selected  a  site 
on  the  other  side  of  the  river  which  is  under 
the  control  of  the  Forest  Service  for  construc- 
tion of  a  new  base  camp  at  a  cost  of 
$4,500,000. 


The  Smithsonian  Tropical  Research  Insti- 
tute, located  in  the  Republic  of  Panama,  is  the 
principal  United  States  center  for  tropical  biol- 
ogy. Each  year  hundreds  of  U.S.  and  interna- 
tional researchers  join  the  permanent  Smith- 
sonian staff  in  undertaking  fundamental  stud- 
ies on  the  Tropics.  To  capitalize  on  the  unpar- 
alleled data  base  of  more  than  60  years,  it  is 
necessary  to  undertake  over  the  next  5  years 
a  facilities  improvement  program,  since  most 
existing  facilities  date  back  to  1920  or  consist 
of  renovated  structures  obtained  from  the 
United  States  military  or  the  Government  of 
Panama.  These  facilities  are  unsafe  for  the 
people  who  work  in  them  and  are  inadequate 
for  modern  scientific  purposes  and  require  ex- 
tensive maintenance. 

A  new  terrestrial  laboratory  to  replace  a 
small  and  unsuitable  leased  structure  on 
Ancon  is  desperately  needed.  The  facility  is 
estimated  to  cost  $7.9  million;  however,  a  gift 
of  $4  million  was  recently  received  by  the 
Smithsonian  for  this  facility,  and  only  $3.9  mil- 
lion remains  to  be  funded,  which  is  being 
sought  in  the  fiscal  year  1987  appropriations 
bill. 

Barro  Colorado  Island,  located  in  the  middle 
of  Gatun  Lake,  a  key  component  of  the 
Panama  Canal,  has  served  as  an  important 
research  center  for  tropical  biology  since 
1923.  Under  the  canal  treaties,  STRI  was  as- 
signed custodianship  of  this  12,000-acre  re- 
serve on  behalf  of  the  United  States  and  the 
Republic  of  Panama.  The  island  serves  hun- 
dreds of  investigators  annually,  providing  re- 
search space,  as  well  as  living  and  dining  ac- 
commodations. Its  physical  plant  includes 
many  outdated  wooden  buildings  which  do  not 
meet  modern  day  building  or  health  codes. 
Using  restoration  and  renovation  moneys,  the 
Smithsonian  has  made  some  improvements  to 
the  basic  electrical,  water,  and  sewage  sys- 
tems. The  major  requirement  now  is  a  new 
scientific  laboratory  with  attendant  cages  and 
growing  facilities.  Approximately  $2.8  million  is 
required  for  this  construction;  funds  would  be 
requested  in  fiscal  year  1989. 

The  geographical  advantages  of  Panama  to 
researchers  interested  in  marine  studies  are 
incomparable:  nowhere  else  in  the  world  are 
two  oceans  so  easily  accessible  for  compara- 
tive research.  Currently,  renovated  facilities 
are  available  on  the  Pacific,  but  no  similar  sit- 
uation exists  on  the  Atlantic  where  STRI  re- 
search is  conducted  at  Galeta  Point  in  a  small 
asbestos  cement  building  acquired  as  surplus 
property  from  the  U.S.  Navy  in  1965.  The 
present  laboratory  has  a  severe  asbestos 
problem  in  its  walls  and  roof.  Housing  for  re- 
searchers consists  of  a  dilapidated  trailer 
which  does  not  meet  safety  and  health  codes; 
an  inadequate  sewage  disposal  system  threat- 
ens the  unique  coral  reef/mangrove  swamp 
study  site.  A  new  laboratory,  dormitory,  and 
sewage  system  will  require  approximately  $3.5 
million  which  also  would  be  requested  in  fiscal 
year  1989. 

STRI  is  responsible  for  more  than  60  vehi- 
cles, a  major  research  vessel,  and  dozens  of 
smaller  boats,  in  addition  to  normal  buikling 
maintenance  requirements.  At  present  the 
maintenance  needs  of  its  geographically  dis- 
persed facilities  are  performed  in  the  bottom 
of  an  old  torpedo  factory;  the  top  fkx>r  houses 
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research  offices.  In  order  to  provide  for  ade- 
quate maintenance  and  to  rejieve  the  noise 
and  congestion  of  the  present  site,  a  new 
central  facility  with  modern  equipment  is  re- 
quired; the  estimated  cost  of  its  constmction 
is  $900,000  which,  again,  would  be  a  fiscal 
year  1989  request. 

Mr.  Speaker,  to  conclude,  the  Office  of 
Management  and  Budget  supports  this  legisla- 
tion and  I  urge  enactment  of  H.R.  1483,  as 
amended  by  the  Senate. 

Mr.  HAMMERSCHMIDT.  Mr. 
Speaker,  I  withdraw  my  reservation  of 
objection. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Illinois? 

There  was  no  objection. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  GRAY  of  Illinois.  Mr.  Speaker,  I 
ask  unanimous  consent  that  all  Mem- 
bers may  have  5  legislative  days  in 
which  to  revise  and  extend  their  re- 
marks on  the  legislation  just  consid- 
ered. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
lUinois? 

There  was  no  objection. 


NATIONAL  DEFENSE  AUTHORI- 
ZATION ACT  FOR  FISCAL  YEAR 
1987 

Mr.  ASPIN.  Mr.  Speaker,  I  ask  unan- 
imous consent  to  take  from  the  Speak- 
er's table  the  Senate  bill  (S.  2638)  to 
authorize  appropriations  for  military 
functions  of  the  Department  of  De- 
fense and  to  prescribe  military  person- 
nel levels  for  such  Department  for 
fiscal  year  1987,  to  revise  and  improve 
military  compensation  programs,  to 
improve  defense  procurement  proce- 
dures, to  authorize  certain  construc- 
tion at  military  installations  for  fiscal 
year  1987,  to  authorize  appropriations 
for  national  security  programs  of  the 
Department  of  Energy  for  fiscal  year 
1987,  and  for  other  purposes,  and  ask 
for  its  immediate  consideration  in  the 
House. 

The  Clerk  read  the  title  of  the 
Senate  bill. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Wisconsin? 

Mr.  HAMMERSCHMIDT.  Mr. 
Speaker,  reserving  the  right  to  object, 
I  would  ask  the  gentleman  if  this  has 
been  cleared  by  the  minority  side? 

Mr.  ASPIN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  HAMMERSCHMIDT.  I  yield  to 
the  gentleman  from  Wisconsin. 

Mr.  ASPIN.  Mr.  Speaker,  indeed  I 
would  respond  to  the  gentleman  that 
it  has  been  cleared  by  the  minority 
side.  The  ranking  minority  member, 
the  gentleman  from  Alabama  [Mr. 
Dickinson]  is  not  here;  he  is  not  in 


town.  We  thought  the  gentleman  from 
New  Jersey  [Mr.  Courter]  was  going 
to  be  present.  I  do  not  see  him  yet. 

But  yes,  it  has  been  cleared.  We  are 
going  to  conference  on  the  DOD  bill. 

Mr.  HAMMERSCHMIDT.  Mr. 
Speaker,  I  thank  the  gentleman  for 
his  response,  and  I  withdraw  my  reser- 
vation of  objection. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Wisconsin? 

There  was  no  objection. 

The  Clerk  read  the  Senate  bill,  as 
follows: 

S.  2638 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

SECTION  I.  SHORT  TITLE 

This  Act  may  be  cited  as  the  "National 
Defense  Authorization  Act  for  Fiscal  Year 
1987". 

SEC.  2.  ORGANIZATION 

This  Act  is  divided  into  four  divisions  as 
follows: 

(1)  Division  A— Department  of  Defense 
Authorization. 

(2)  Division  B— Military  Construction  Au- 
thorization. 

(3)  Division  C— Department  of  Energy  Na- 
tional Security  and  Military  Applications  of 
Nuclear  Energy  Authorization. 

(4)  Division  D— Civil  Defense. 
Division  A— Department  of  Defense  . 

Authorization 

sec.  100.  short  title 

This  division  may  be  cited  as  the  "Depart- 
ment of  Defense  Authorization  Act,  1987". 
TITLE  I— PROCUREMENT 

SEC.    101.    AUTHORIZATION    OF    APPROPRIATIONS. 
ARMY 

(a)  In  General.— Funds  are  hereby  au- 
thorized to  be  appropriated  for  fiscal  year 
1987  for  procurement  of  aircraft,  missiles, 
weapons,  and  tracked  combat  vehicles,  and 
ammunition  and  for  other  procurement  for 
the  Army  as  follows: 

For  aircraft,  $2,793,700,000. 
For  missiles,  $2,198,200,000. 
For  weapons  and  tracked  combat  vehicles, 
$3,794,900,000. 
For  ammunition,  $2,283,300,000. 
For  other  procurement.  $5,365,900,000. 

(b)  Aquila  Remotely  Piloted  Vehicle.— 
None  of  the  funds  appropriated  to  the  Army 
pursuant  to  this  title  may  be  obligated  or 
expended  for  the  procurement  of  the  Aquila 
Remotely  Piloted  Vehicle  until— 

(1)  the  Director  of  Operational  Test  and 
Evaluation  has  completed  a  comprehensive 
assessment  of  the  Aquila  system;  and 

(2)  the  Secretary  of  the  Army  has  certi- 
fied to  the  TCommittees  on  Armed  Services 
of  the  Senate  and  the  House  of  Representa- 
tives that— 

(A)  the  Aquila  system  has  satisfactorily 
demonstrated  that  it  meets  or  exceeds  all 
performance  criteria  established  for  the 
system  by  the  Army:  and 

(B)  the  Army  has  negotiated  a  binding 
contract  which  provides  for  procurement  of 
the  entire  system  and  limits  overall  liability 
of  the  United  States  under  the  contract. 

SEC.    102.    ALTHORIZATION    OF    APPROPRIATIONS. 
NAVY  AND  MARINE  CORPS 

(a)  Navy.— Funds  are  hereby  authorized  to 
be  appropriated  for  fiscal  year  1987  for  pro- 
curement of  aircraft,  weapons  (including 
missiles  and  torpedoes),  shipbuilding   and 


conversion,  and  other  procurement  for  the 
Navy  as  follows: 

For  aircraft,  $9,903,070,000. 

For  weapons  (including  missiles  and  torpe- 
does), $5,597,490,000. 

For  shipbuilding  and  conversion. 
$9,323,800,000. 

For  other  procurement.  $5,934,057,000. 

(b)  Marine  Corps.— Funds  are  hereby  au- 
thorized to  be  appropriated  for  fiscal  year 
1987  for  procurement  for  the  Marine  Corps 
(including  missiles,  tracked  combat  vehicles, 
and  other  weapons)  in  the  amount  of 
$1,382,700,000. 

(c)  P-3  Aircraft.— (1)  Of  the  funds  provid- 
ed for  procurement  of  P-3  aircraft,  the  Sec- 
retary of  the  Navy  may  transfer  up  to 
$120,000,000  for  modification  of  existing  P-3 
aircraft. 

(2)  Within  the  funds  appropriated  pursu- 
ant to  an  authorization  in  this  or  any  other 
Act  for  the  procurement  of  P-3C  aircraft, 
the  Secretary  of  the  Navy  may  carry  out 
Navy  obligations  under  the  classified  Mari- 
time Surveillance  Agreement  of  1986.  Two 
of  the  P-3C  aircraft  authorized  to  be  pro- 
cured may  be  used  to  implement  United 
States  obligations  under  such  classified 
agreement. 

(d)  DDG-51  Destroyer  Program.— (1) 
The  Secretary  of  the  Navy  shall  incorporate 
helicopter  support  facilities  into  each  Ar- 
leigh  Burke  (DDG-51)  class  destroyer  to  l>e 
constructed  with  funds  authorized  to  be  ap- 
propriated by  this  title. 

(2)  Section  102(h)  of  the  Department  of 
Defense  Authorization  Act,  1985  (Public 
Law  98-525:  98  Stat.  2501).  is  repealed. 

(e)(1)  MSH-X.— The  Secretary  of  the 
Navy  is  authorized  to  procure  from  one  or 
more  foreign  countries  which  are  allied  with 
the  United  States  and  which  have  proven 
minesweeper  hunter  shipbuilding  capabili- 
ties, lead  minesweeper  hunter  ship  and  one 
partially  outfitted  hull  of  a  minesweeper 
hunter  ship.  The  lead  ship  may  be  procured 
in  whole  or  in  part  from  such  a  foreign 
country. 

(2)  Funds  appropriated  or  otherwise  made 
available  to  the  Navy  for  fiscal  year  1986  for 
shipbuilding  and  conversion  shall  be  avail- 
able for  the  procurement  in  connection  with 
the  MSH-X  minesweeper  hunter  ship  pro- 
gram authorized  in  subparagraph  (1)  in  the 
amount  of  $100,000,000. 

(3)  Follow-on  MSH-X  minesweeper 
hunter  ships  shall  l>e  constructed  in  ship- 
yards in  the  United  States. 

(4)  Funds  may  not  be  obligated  or  expend- 
ed for  the  procurement  of  a  lead  mine- 
sweeper hunter  ship  or  a  partially  outfitted 
hull  of  a  minesweeper  hunter  ship  from  a 
foreign  country  until  the  Secretary  of  the 
Navy  has  certified  to  the  Congress  in  writ- 
ing (A)  that  purchase  of  up  to  two  foreign 
built  ships  responds  to  an  urgent  national 
security  requirement:  (B)  that  no  United 
States  shipbuilder  has  demonstrated  the  ca- 
pability, or  that  no  shipbuilder  can  demon- 
strate the  ability  to  acquire  that  capability 
to  meet  that  requirement  in  a  timely  fash- 
ion. 

(f)  Consolidation  of  Navy  Munitions 
Funds  Into  Single  Account.— The  Presi- 
dent shall  include  within  a  single  account 
all  budget  requests  for  Navy  munitions  for 
fiscal  year  1988  and  subsequent  fiscal  years. 

(g)  Rolling  Airframe  Missile  Program.— 
(1)  None  of  the  funds  appropriated  pursu- 
ant to  an  authorization  in  this  title  may  be 
obligated  or  expended  in  connection  with 
procurement  of  the  Rolling  Airframe  Mis- 
sile Program  until  the  Secretary  of  Defense 
has  certified  in  writing  to  the  Committee  on 
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Armed  Services  of  the  Senate  and  the 
House  of  Representatives  that— 

(A)  the  total  Navy  research  and  develop- 
ment cost  of  the  Rolling  Airframe  Missile 
Program  will  not  exceed  $219,700,000:  and 

(B)  the  Secretary  will  terminate  the  pro- 
gram if  at  any  time  he  determines  that  the 
total  Navy  research  and  development  cost 
will  exceed  the  amount  specified  in  subpara- 
graph (A);  and 

<C)  the  recurring  missile  unit  flyaway  cost 
for  a  minimum  of  4.900  missiles  will  not 
exceed  $100,000  per  missile  (using  fiscal 
year  1986  dollars  as  the  base  yesu-);  and 

(D)  the  design  of  the  Rolling  Airframe 
Missile  and  its  unique  support  equipment 
are  complete  and  that  the  system  perform- 
ance has  not  been  degraded  from  the  origi- 
nal development  specifications  (as  contained 
in  Navy  Decision  Coordinating  Paper  No. 
SO-167-AA);  and 

(E)  the  Director  of  Operational  Test  and 
Evaluation  has  approved  a  test  and  evalua- 
tion master  plan  for  the  Rolling  Airframe 
Missile. 

(2)  If  the  Secretary  of  Defense  fails  to 
make  the  certification  described  in  para- 
graph (1)  by  March  30.  1987.  he  shall  cause 
the  Rolling  Airframe  Missile  Program  to  be 
terminated  effective  on  that  date. 

(3)  Subsection  (d)  of  section  205  of  the  De- 
partment   of    Defense    Authorization    Act. 

1986  (Public  Law  99-145;  99  Stat.  608).  is  re- 
pealed. 

(4)  Department  of  Defense  reprogram- 
ming  request  85-91PA  is  approved. 

SEC.    103.    .AITHORIZ.ATION    OF    .APPROPRI.ATIONS. 
AIR  FORCE. 

(a)  In  General.— Funds  are  hereby  au- 
thorized to  be  appropriated  for  fiscal  year 

1987  for  procurement  of  aircraft  and  mis- 
siles and  for  other  procurement  for  the  Air 
Force  as  follows: 

For  aircraft.  $16,383,104,000. 

For  missiles.  $8,116,200,000. 

For  other  procurement.  $10,068,348,000. 

(b)  30MM  GAU-8  Ammunition.— None  of 
the  funds  appropriated  pursuant  to  the  au- 
thorization of  appropriations  in  this  title 
may  be  obligated  or  expended  for  procure- 
ment of  30  millimeter  GAU-8  ammunition 
until  such  time  as  the  depleted  uranium 
penetrator  part  of  such  ammunition  is  ob- 
tained as  a  separate  procurement  item. 

SEC.  I0^.  RESERVE  COMPf).NENTS 

(a)  Authorization  of  Appropriations.— 
Funds  are  hereby  authorized  to  be  appropri- 
ated for  fiscal  year  1987  for  procurement  of 
aircraft,  vehicles,  communications  equip- 
ment, and  other  miscellaneous  equipment 
for  the  reserve  components  of  the  Armed 
Forces  as  follows: 

For  the  Army  National  Guard. 
$140,000,000. 

For  the  Air  National  Guard.  $20,000,000. 

For  the  Army  Reserve.  $90,000,000. 

For  the  Naval  Reserve,  $45,000,000. 

For  the  Air  Force  Reserve,  $150,000,000. 

For  the  Marine  Corps  Reserve. 
$20,000,000. 

(b)  Aitthorizations  in  Addition  to  Other 
Amounts.— The  authorizations  of  appropria- 
tions contained  in  subsection  (a)  are  in  addi- 
tion to  any  other  amounts  authorized  to  be 
appropriated  by  this  or  any  other  division. 

(c)  Notwithstanding  the  amounts  author- 
ized to  be  appropriated  by  subsection  (a), 
the  total  amount  authorized  to  be  appropri- 
ated by  this  subsection  is  $454,300,000. 

SEC.    105.    AITHORIZATION    OF    APPROPRHTIONS. 
DEFENSE  AGENCIES 

Funds  are  hereby  authorized  to  be  appro- 
priated for  fiscal  year  1987  for  the  Defense 
Agencies  in  the  amount  of  $1,431,300,000. 


SEC.  106.  AITHORIZATION  OF  APPROPRIATIONS 
FOR  CHEMICAL  DEMILITARIZATION 

Funds  are  hereby  authorized  to  be  appro- 
priated for  fiscal  year  1987  for  the  purposes 
of  the  destruction  of  lethal  chemical  weap- 
ons in  accordance  with  section  1412  of  the 
Department  of  Defense  Authorization  Act, 
1986  (Public  Law  99-145:  99  Stat.  747),  in 
the  amount  of  $120,100,000. 

SEC.  107.  EXTENSION  OF  CERTAIN  AITHORITY  OF 
THE  SECRETARY  OF  DEFENSE  IN  CON- 
NECTION WITH  THE  NATO  AIRBORNE 
WARNINfi      AND     CONTROL     SYSTEM 

(AWACS)  pr<h;ra.m 
Effective  on  October  1,  1986,  section 
103(a)  of  the  Department  of  Defense  Au- 
thorization Act,  1982  (Public  Law  97-86: 
Stat.  1100)  is  amended  by  striking  out 
"fiscal  year  1986"  both  places  it  appears  and 
inserting  in  lieu  thereof  "fiscal  year  1987". 
SE( .  ION.  mcltiyear  contracts 

(a)  In  General.— (1)  Subject  to  paragraph 
(2),  the  Secretary  of  the  military  depart- 
ment concerned  may  enter  into  a  contract 
in  accordance  with  section  2306(h)  of  title 
10.  United  States  Code,  for  procurement  of 
the  following: 

UH-60A  Blackhawk  and  EH-60A  Quick 
Fix  Airframe. 

Patriot  Weapon  System. 

HARM  Weapon  System. 

Defense  Support  Program. 

(2)  A  multiyear  contract  authorized  by 
paragraph  ( 1 )  for  a  program  may  not  be  en- 
tered into  unless  the  total  anticipated  cost 
over  the  period  of  the  contract  is  no  more 
than  90  percent  of  the  total  anticipated  cost 
of  carrying  out  the  same  program  through 
annual  contracts. 

(b)  Stinger  Missile.— The  Secretary  of 
the  Army  may  not  enter  into  a  contract  for 
the  multiyear  procurement  of  the  Stinger 
air  defense  missile  until— 

(1)  the  Secretary  has— 

(A)  obtained  and  evaluated  bids  for  a  com- 
petitive second  source  for  such  missile:  and 

(B)  certified  to  the  Committees  on  Armed 
Services  of  the  Senate  and  the  House  of 
Representatives  that  acquisition  of  such 
missile  from  more  than  one  source  would  be 
more  costly  than  a  multiyear  procurement 
program  from  a  single  source:  and 

(2)  the  Comptroller  General  of  the  United 
States  has  evaluated  the  estimates  on  the 
basis  of  which  the  Secretary  made  his  deci- 
sion and  has  submitted  his  evaluation  of  the 
estimates  to  the  committees  named  in 
clause  ( 1 ). 

The  Comptroller  General  shall  submit  his 
evaluation  to  the  committees  named  in 
clause  (1)  not  later  than  60  days  after  the 
certification  of  the  Secretary  has  been  re- 
ceived by  such  committees. 

(c)  Other  Navy  Programs.— The  Secre- 
tary of  the  Navy  may  not  enter  into  a  mul- 
tiyear contract  for  procurement  of  the  fol- 
lowing: 

F/ A- 18  aircraft. 
MK-45  gun  mounts. 
MK-6  ammunition  hoists. 

SEC.  109.  TECHNICAL  AMENDMENT  TO  PUBLIC  LAW 
99-l«  RELATLNG  TO  BINARY  CHEMI 
CAL  MUNITIONS 

Section  1411(b)(1)  of  the  Department  of 
Defense  Authorization  Act,  1986  (Public 
Law  99-145;  99  Stat.  745),  is  amended  by 
striking  out  "North  Atlantic  Council"  and 
inserting  in  lieu  thereof  "Defense  Planning 
Committee  of  the  North  Atlantic  Treaty  Or- 
ganization meeting  in  permanent  session". 


TITLE  II— RESEARCH.  DEVELOPMENT.  TEST, 
AND  EVALUATION 

SEC.  201.  AITHORIZATION  OF  APPROPRIATIONS 

Funds  are  hereby  authorized  to  be  appro- 
priated for  fiscal  year  1987  for  the  use  of 
the  Armed  Forces  for  research,  develop- 
ment, test,  and  evaluation,  in  amounts  as 
follows: 

For  the  Army.  $4,815,669,000. 

For  the  Navy  (including  the  Marine 
Corps).  $9,289,678,000. 

For  the  Air  Force,  $14,908,873,000. 

For  the  Defense  Agencies,  $7,310,974,000. 
of  which  $141,800,000  is  authorized  for  the 
activities  of  the  Deputy  Under  Secretary  of 
Defense,  Test  and  Evaluation  and  of  which 
$11,300,000  is  authorized  for  the  Director, 
Operational  Test  and  Evaluation. 

SEC.   202.    PR(M;RAM    RESTRICTIONS   AND   LIMITA- 
TIONS 

(a)  Advanced  Field  Artillery  Tactical 
Data  System/Marine  Integrated  Fire  and 
Air  Support  Systems.  Army/Navy —None 
of  the  funds  appropriated  pursuant  to  this 
title  for  fiscal  year  1987  may  be  obligated  or 
expended  for  the  development  of  the  Army 
Advanced  Artillery  Tactical  Data  System  or 
the  Marine  Integrated  Fire  and  Support 
System  until— 

(Da  single  program  has  been  selected  for 
both  the  Army  and  the  Marine  Corps;  or 

(2)  the  Secretary  of  Defense  has  certified 
to  Congress,  not  later  than  December  15, 
1986,  that  continuation  of  both  programs  is 
operationally  sound  and  less  costly  to  the 
United  States  than  the  development  of  a 
conimon  system  for  use  by  both  the  Army 
and  Marine  Corps. 

(b)  Advanced  Tactical  Aircraft,  Navy.— 
None  of  the  funds  appropriated  pursuant  to 
an  authorization  in  this  or  any  other  Act 
may  be  obligated  or  expended  for  the  full- 
scale  development  of  the  Navy  Advanced 
Tactical  Aircraft  until  the  Secretary  of  De- 
fense has  certified  to  the  Congress  that  the 
design  selected  for  the  aircraft  will  accom- 
modate essential  Air  Force-peculiar  require- 
ments for  such  aircraft. 

(c)  Trident  II  Program.— None  of  the 
funds  appropriated  pursuant  to  an  authori- 
zation in  this  division  for  the  Trident  II  mis- 
sile development  program  or  for  the  pro- 
curement of  Trident  II  missiles  and  related 
support  equipment  may  be  used  for  any 
other  purpose.  In  achieving  any  reductions 
required  to  be  made  in  programs,  projects, 
or  activities  for  which  funds  have  been  ap- 
propriated pursuant  to  this  division,  the 
Secretary  of  the  Navy  may  not  reduce  the 
amount  of  funds  available  for  the  program 
and  equipment  described  in  the  first  sen- 
tence. 

(d)  Advanced  Tactical  Fighter,  Air 
Force.— None  of  the  funds  appropriated 
pursuant  to  an  authorization  in  this  or  any 
other  Act  may  be  obligated  or  expended  for 
the  full-scale  development  of  the  Air  Force 
Advanced  Tactical  Fighter  aircraft  until  the 
Secretary  of  Defense  has  certified  to  the 
Congress  that  the  design  selected  for  the 
aircraft  will  accommodate  essential  Navy- 
peculiar  requirements  for  such  aircraft. 

(e)  T-46  Trainer  Aircraft.  Air  Force.— 
None  of  the  funds  appropriated  pursuant  to 
an  authorization  in  this  or  any  other  Act 
may  be  obligated  or  expended  for  research, 
development,  test,  evaluation,  or  procure- 
ment of  or  in  connection  with  the  T-46 
trainer  aircraft. 

(f)  DOD  Software  Engineering  Institute 
AND  Very  High  Speed  Integrated  Circuits, 
Air  Force.— Of  the  funds  appropriated  pur- 
suant to  an  authorization  in  this  Act,  not 
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more  than  $14,541,000  may  be  obligated  and 
expended  for  the  DOD  Software  Engineer- 
ing Institute  and  not  more  than 
$127,897,000  may  be  obligated  and  expended 
for  the  Very  High  Speed  Integrated  Circuits 
Program. 

SEC.  203.  TESTING  OF  ANTISATELMTE  WEAPONS 

Section  8097  of  the  Department  of  De- 
fense Appropriations  Act,  1986  (as  con- 
tained in  section  101(b)  of  Public  Law  99- 
190;  99  Stat.  1185),  is  repealed. 

SEC.  204.  ICBM  MODERNIZATION 

(a)  Report  by  the  Secretary  op  Defense 
ON  ICBM  Modernization.— At  the  same 
time  the  Secretary  submits  his  report  to  the 
Committees  on  Armed  Services  of  the 
Senate  and  the  House  of  Representatives  on 
the  ICBM  modernization  program  pursuant 
to  section  1231(c)  of  the  Department  of  De- 
fense Authorization  Act.  1984  (Public  Law 
98-94;  97  Stat.  614),  the  Secretary  of  De- 
fense shall  submit  a  statement  to  such  Com- 
mittees containing  the  basis  of  the  Secre- 
tary's recommendation  to  the  President, 
and  any  decisions  of  the  President,  regard- 
ing the  following  matters: 

(1)  The  configuration  of  a  small  intercon- 
tinental ballistic  missile  in  terms  of  weight, 
number  of  warheads,  and  production  sched- 
ule. 

(2)  The  selected  options  for  more  surviv- 
able  follow-on  basing  modes  and  basing  loca- 
tions for  MX  (Peacekeeper)  missiles. 

(3)  The  advisability  of  going  forward  with 
one  or  more  selected  basing  modes  to  a  full 
scale  engineering  development  decision. 

(b)  Limitation  of  Funding  for  the  Small 
ICBM.— (1)  Of  the  $675,000,000  authorized 
to  be  appropriated  in  this  Act  for  the  devel- 
opment of  the  small  ICBM  and  hard  mobile 
launcher,  not  more  than  $337,750,000  may 
be  obligated  until  the  Secretary  of  Defense 
has  submitted  to  the  Committees  on  Armed 
Services  of  the  Senate  and  the  House  of 
Representatives  the  report  required  by  sub- 
section (a)  and  a  period  of  30  days  has 
elapsed  following  the  date  on  which  the 
report  is  received  by  such  Committees.  After 
the  submission  of  such  report  and  the 
period  of  30  days  has  elapsed,  the  weight 
limitations  specified  in  section  1231  of  the 
Act  referred  to  in  subsection  (a)  shall  no 
longer  be  effective. 

(2)  The  limitations  contained  in  section 
1231  of  the  Department  of  Defense  Authori- 
zation Act,  1984.  on  the  deployment  of  the 
MX  missile  and  the  development  of  a  small 
ICBM  shall  not  apply  if  (A)  the  President 
requests  fimds  from  Congress  adequate  to 
support  the  development  schedule  provided 
by  law  for  the  small  ICBM,  and  (B)  the  full 
amount  requested  by  the  President  to  sup- 
port that  schedule  has  not  been  appropri- 
ated before  September  30. 1987. 

(c)  Limitation  of  Funding  fok  Follow- 
On  Basing  Development.— Of  the 
$200,000,000  authorized  to  be  appropriated 
for  follow-on  basing  research  and  develop- 
ment for  the  MX  (Peacekeeper)  missile,  not 
more  than  $100,000,000  may  be  obligated 
until  the  submission  of  the  report  required 
by  subsection  (a)  and  a  period  of  30  calendar 
days  has  elapsed  following  the  date  on 
which  such  report  is  received  by  the  Com- 
mittees on  Armed  Services  of  the  Senate 
and  the  House  of  Representatives. 

SEC.  205.  BALANCED  TECHNOLOGY  INITIATIVE 

(a)(1)  Limitation  on  Funds  for  SDI  Pro- 
gram.—Of  the  amount  authorized  in  section 
201  for  Defense  Agencies,  not  more  than 
$3,597,000,000  is  available  for  the  Strategic 
Defense  Initiative. 

(2)  Of  the  funds  available  for  the  Strate- 
gic Defense  Initiative  under  paragraph  (1). 


up  to  $50,000,000  shall  be  available  for  the 
joint  development  on  a  matching  fund  basis 
of  an  anti-tactical  ballistic  missile  system 
for  deployment  with  NATO  allies  and  other 
countries  that  the  United  States  has  invited 
to  participate  in  the  Strategic  Defense  Initi- 
ative Program. 

(b)  Earmarking  for  Certain  Programs.— 
(1)  Of  the  amount  authorized  in  section  201 
for  Defense  Agencies,  not  less  than 
$300,000,000  shall  be  used  to  expand  re- 
search on  innovative  concepts  and  methods 
of  enhancing  conventional  defense  capabili- 
ties. The  research  and  development  efforts 
shall  emphasize,  but  not  be  limited  to  the 
following: 

(A)  Armor/anti-armor  initiatives. 

(B)  Defenses  against  armed  helicopters. 

(C)  Hypervelocity  missiles  for  ground 
combat  use. 

(D)  E>efense  against  anti-ship  missiles,  in- 
cluding those  with  "stealth"  characteristics. 

(E)  "Smart"  mines  for  both  land  and 
ocean  warfare. 

(F)  Lightweight,  air  transportable  vehicles 
with  anti-armor  capabilities  for  rapid  trans- 
port to  remote  areas. 

(G)  Improved  conventional  anti-subma- 
rine warfare  munitions. 

(H)  "Smart"  standoff  munitions  and  sub- 
munitions  for  aircraft  delivery  outside  of 
lethal  air  defense  ranges. 

(2)  The  amount  specified  in  paragraph  (1) 
is  in  addition  to  the  amount  specified  for 
the  Strategic  Defense  Initiative  in  subsec- 
tion (a)  and  is  made  available  subject  to  the 
following  conditions: 

(A)  That  the  Director  of  Defense  Re- 
search and  Engineering  apportion  the  funds 
among  the  research,  development,  test,  and 
evaluation  accounts  of  the  Army,  the  Navy, 
the  Air  Force,  and  the  Defense  Agencies  on 
a  merit  basis,  taking  into  consideration  on- 
going technology  research  and  exploitation 
opportunities. 

(B)  That  no  portion  of  any  undistributed 
reduction  be  applied  against  the  funds  ap- 
propriated for  purposes  of  paragraph  (1) 
and  that  no  portion  of  any  undistributed  re- 
duction be  applied  against  any  program, 
project,  or  activity  for  which  additional 
funds  are  provided  under  subparagraph  (A). 

(C)  That  no  portion  of  the  funds  provided 
for  in  paragraph  (1)  be  applied  to  any  pro- 
gram, project,  or  activity  in  support  of  the 
Strategic  Defense  Initiative. 

(c)  Funds  for  Conventional  Defense 
Technology  Base.— Of  the  amount  author- 
ized in  section  201  for  Defense  Agencies,  not 
less  than  $153,000,000  shall  be  applied  to 
restoration  of  the  conventional  defense 
technology  base.  Such  amount  is  in  addition 
to  the  amounts  specified  in  subsections  (a) 
and  (b)(1)  and  is  made  available  subject  to 
the  following  conditions: 

( 1 )  That  the  Director  of  Defense  Research 
and  Engineering  apportion  the  funds  among 
the  research,  development,  test,  and  evalua- 
tion accounts  of  the  Army,  the  Navy,  the 
Air  Force,  and  Defense  Agencies  on  a  merit 
basis,  either  to  augment  ongoing  but  under- 
funded basic  and  exploratory  research  or  to 
establish  new  basic  or  exploratory  research 
programs. 

(2)  That  no  portion  of  such  funds  be  ap- 
plied to  any  program,  project,  or  activity  in 
support  of  the  Strategic  Defense  Initiative. 

(3)  That  no  portion  of  any  undistributed 
reduction  made  in  any  research,  develop- 
ment, test,  and  evaluation  account  be  ap- 
plied against  the  technology  base  activities 
of  any  military  department  or  Defense 
Agency  in  a  greater  proportion  than  the 
share   of    that    department's    or    Agency's 


technology  base  as  a  proportion  of  the  total 
research,  development,  test,  and  evaluation 
funds  made  available  to  that  department  or 
Agency  for  fiscal  year  1987. 

(4)  That  no  portion  of  any  undistributed 
reduction  be  applied  against  any  program, 
project,  or  activity  which  has  received  addi- 
tional funds  under  this  subsection. 

(d)  Report.— Within  90  days  after  the 
date  of  the  enactment  of  this  Act,  the  Direc- 
tor of  Defense  Research  and  Engineering 
shall  provide  to  the  Committees  on  Armed 
Services  and  on  Appropriations  of  the 
Senate  and  the  House  of  Representatives  a 
report  on  the  implementation  of  this  sec- 
tion. Such  report  shall  include— 

(1)  the  allocation  by  project  of  the 
amounts  specified  in  subsections  (b)(1)  and 
(c): 

(2)  the  identification  of  other  ongoing  re- 
search and  development  projects  that 
should  be  included  in  a  balanced  defense 
technology  effort  to  improve  conventional 
defenses: 

(3)  for  each  program,  project,  or  activity 
for  which  funds  have  been  allocated  under 
subsection  (b)(1),  or  which  is  identified 
under  clause  (2)  of  this  subsection,  a  5-year 
funding  profile  sufficient  to  maintain  signif- 
icant progress  in  such  program,  project,  or 
activity,  including  the  major  milestones  and 
projected  dates  of  accomplishment  for  such 
program,  project,  or  activity:  and 

(4)  a  5-year  funding  profile  that  would  be 
required  to  restore  by  the  end  of  fiscal  year 
1992  the  defense  technology  base  to  the  pro- 
portion of  total  research,  development,  test, 
and  evaluation  that  such  base  was,  on  aver- 
age, during  the  period  from  1971  through 
1980,  and  the  effect  of  implementing  that 
funding  profile  on  the  research,  develop- 
ment, test,  and  evaluation  defense  programs 
of  the  United  States. 

(e)  Restriction  on  Obligation  of 
Funds.— None  of  the  funds  provided  under 
subsections  (bKl)  and  (c)  may  be  obligated 
until  Congress  has  received  the  report  re- 
quired under  subsection  (d)  and  a  period  of 
30  days  has  elapsed  following  the  date  on 
which  the  report  is  received  by  Congress. 

(f)  Compliance  With  the  ABM  Treaty.— 

( 1 )  The  Congress  finds— 

(a)  that  the  Presidents  Commission  on 
Strategic  Forces  declared  in  its  report  to  the 
President,  dated  March  21,  1984.  that  One 
of  the  most  successful  arms  control  agree- 
ments is  the  Anti-Ballistic  Missile  Treaty  of 
1972":  and 

(b)  that  the  Secretary  of  State  has  stated 
that  the  "ABM  Treaty  requires  consulta- 
tions, and  the  President  has  explicitly  recog- 
nized that  any  ABM-related  deploymenU 
arising  from  research  into  ballistic  missile 
defenses  would  be  a  matter  for  consulta- 
tions and  negotiations  between  the  Parties  "; 

(c)  that  the  Secretary  of  State  declared  on 
October  14,  1985,  that  "our  research  pro- 
gram has  been  structured  and,  as  the  Presi- 
dent has  reaffirmed,  will  continue  to  be  con- 
ducted in  accordance  with  a  restrictive  in- 
terpretation of  the  treaty's  obligations ': 

(d)  that  the  President  has  determined 
that  the  Krasnoyarsk  radar  is  a  violation  of 
the  ABM  Treaty:  and 

(e)  that  the  Krasnoyarsk  radar  therefore 
erodes  the  integrity  of  the  ABM  Treaty  and 
is  a  matter  of  serious  concern. 

(2)  The  Congress  therefore  declares— 

(a)  that  it  fully  supports  the  declared 
policy  of  the  President  that  a  principal  ob- 
jective of  the  United  States  in  negotiations 
with  the  Soviet  Union  on  nuclear  and  space 
arms  is  to  reverse  the  erosion  of  the  Treaty 
between  the  United  SUtes  of  America  and 
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the  Union  of  Soviet  Socialist  Republics  on 
the  LlmiUtion  of  Anti-Ballistic  Missile  Sys- 
tems, signed  on  May  26, 1972;  and 

(b)  that  action  by  the  Congress  in  approv- 
ing funds  in  this  Act  for  research  on  the 
Strategic  Defense  Initiative  does  not  ex- 
press or  imply  an  intention  on  the  part  of 
the  Congress  that  the  United  States  should 
abrogate,  violate,  or  otherwise  erode  such 
treaty,  and  does  not  express  or  imply  any 
determination  or  commitment  on  the  part 
of  the  Congress  that  the  United  States  de- 
velop, test,  or  deploy  ballistic  missile  strate- 
gic defense  weaponry  that  would  contravene 
such  treaty. 

SEC.  286.  RESTRICTIONS  ON  I'SE  OF  RESEARCH  AND 
DEVELOPMENT  FINDS  OF  THE  DE- 
PARTMENT OF  DEFENSE 

This  Act  does  not  authorize  any  research, 
development,  test,  and  evaluation  funds  to 
or  for  the  use  of  the  Department  of  Defense 
for  the  purpose  of  making  any  grant  or  con- 
tribution to  any  educational  institution 
unless  the  Secretary  of  Defense,  using  exist- 
ing authority,  determines— 

( 1 )  that  the  purpose  of  such  grant  or  con- 
tribution has  a  potential  relationship  to  a 
military  function  or  operation:  and 

(2)  that  the  grant  or  contribution  is  based 
on  the  technical  merit  of  the  proposed  re- 
search that  best  satisfies  the  requirements 
of  the  Department  of  Defense. 

SEC.  207.  REPORT  ON  PROJECTED  COSTS  OF  SDI 
PROCRAM 

Subsection  (b)  of  section  223  of  the  De- 
partment of  Defense  Authorization  Act, 
1986  (Public  Law  99-145:  99  Stat.  613).  is 
amended  to  read  as  follows: 

At  the  end  of  subsection  (b)  add  the  fol- 
lowing: 

"(c)  The  Secretary  shall  specifically  in- 
clude in  such  report  the  following  informa- 
tion: 

"(1)  The  cost  goals  or  cost  objectives  for 
the  production  and  deployment  of  a  Strate- 
gic Defense  Initiative  System  determined  on 
the  basis  of  capabilities  expected  to  be  de- 
veloped in  the  future  and  the  cost  goals  or 
cost  objectives  for  the  individual  compo- 
nents of  such  system  (determined  on  the 
basis  of  capabilities  expected  to  be  devel- 
oped in  the  future). 

"(2)  The  estimated  cost  for  the  production 
and  deployment  of  the  Strategic  Defense 
Initiative  System  referred  to  in  subpara- 
graph (1)  and  determined  on  the  basis  of 
prices  in  effect  and  capabilities  in  existence 
at  the  time  of  the  preparation  of  the  report 
and  the  estimated  cost  for  the  production 
and  deployment  of  the  individual  compo- 
nents of  such  system  (determined  on  the 
basis  of  prices  in  effect  and  capabilities  in 
existence  at  the  time  of  the  preparation  of 
the  report).". 

SEC.  2(W.  PROHIBITION  AC.AINST  CERTAIN  CON- 
TRA(TS 

(a)  In  General.— Funds  appropriated  pur- 
suant to  an  authorization  contained  in  this 
or  any  other  Act  to  or  for  the  use  of  the  De- 
partment of  Defense  may  not  be  used  for 
the  purpose  of  entering  into  or  carrying  out 
any  contract  with  any  foreign  government 
or  any  foreign  firm  if  the  contract  is  to  pro- 
vide for  the  conduct  of  research,  develop- 
ment, test,  or  evaluation  in  connection  with 
the  Strategic  Defense  Initiative  Program 
unless  the  Secretary  of  Defense  certifies  to 
the  Congress  in  writing  that  the  worit  to  be 
performed  under  the  contract  carmot  be 
reasonably  performed  by  a  United  States 
firm. 

(b)  Exceptions.— The  prohibition  in  sub- 
section (a)  does  not  apply  to— 


(1)  funds  used  to  carry  out  any  contract 
entered  into  before  the  date  of  the  enact- 
ment of  this  Act;  or 

(2)  funds  appropriated  specifically  for  re- 
search, development,  test,  or  evaluation  in 
connection  with  antitactical  ballistic  missile 
systems. 

(b)  Definition.— As  used  in  subsection  (a), 
the  term  "foreign  firm"  means  a  business 
entity  owned  or  controlled  by  one  or  more 
foreign  nationals  or  a  business  entity  in 
which  more  than  50  percent  of  the  stock  is 
owned  or  controlled  by  one  or  more  foreign 
nationals. 

TITLE  III— OPERATION  AND  MAINTENANCE 
SEC.  301.  Al'THORIZATION  OF  APPROPRIATIONS 

Funds  are  hereby  authorized  to  be  appro- 
priated for  fiscal  year  1987  for  the  use  of 
the  Armed  Forces  and  other  activities  and 
agencies  of  the  Department  of  Defense  for 
expenses,  not  otherwise  provided  for,  for  op- 
eration and  maintenance  in  amounts  as  fol- 
lows: 

For  the  Army,  $20,596,070,000. 

For  the  Navy,  $24,009,960,000. 

For  the  Marine  Corps,  $1,830,300,000. 

For  the  Air  Force.  $19,029,371,000. 

For  the  Defense  Agencies,  $8,332,928,000. 

For  the  Army  Reserve,  $776,100,000. 

For  the  Naval  Reserve,  $887,400,000. 

For  the  Marine  Corps  Reserve, 
$12,800,000. 

For  the  Air  Force  Reserve,  $887,100,000. 

For  the  Army  National  Guard, 
$1,714,800,000. 

For  the  Air  National  Guard, 
$1,727,900,000. 

For  the  National  Board  for  the  Promotion 
of  Rifle  Practice.  $930,000. 

For  Defense  Claims.  $144,100,000. 

For  the  Court  of  Military  Appeals, 
$3,200,000. 

For  the  Environmental  Restoration  Fund. 
Defense.  $385,900,000. 

SEC.    302.    ACTHORIZATION    OK    APPROPRIATIONS 
FOR   REVOLVINt;   AND   MANAGEMENT 

FINDS 

Funds  are  hereby  authorized  to  be  appro- 
priated for  fiscal  year  1987  to  provide  cap- 
ital for  working-capital  funds  of  the  Depart- 
ment of  Defense  in  amounts  as  follows: 

For  the  Army  Stock  Fund.  $271,700,000. 

For  the  Navy  Stock  Fund.  $438,500,000. 

For  the  Marine  Corps  Stock  Fund. 
$41,900,000. 

For  the  Air  Force  Stock  Fund. 
$219,400,000. 

For  the  Defense  Stock  Fund.  $125,800,000. 

SEC.  303.  ASSISTANCE  FOR  THE  TENTH   INTERNA- 
TIONAL PAN  AMERICAN  (;AMES 

(a)  Authority  To  Provide  Support  Serv- 
ices.—The  Secretary  of  Defense  may— 

(1)  provide  logistical  support  and  person- 
nel services  to  the  Tenth  Pan  Am  Games: 

(2)  lend  and  provide  equipment  in  support 
of  the  Tenth  Pan  Am  Games:  and 

(3)  provide  such  other  services  in  support 
of  the  Tenth  Pan  Am  Games  as  the  Secre- 
tary considers  advisable. 

(b)  Authorization  of  Appropriations: 
Limitations.-^(  1)  There  is  authorized  to  be 
appropriated  to  the  Secretary  of  Defense 
for  fiscal  year  1987  an  amount  not  to  exceed 
$15,000,000  for  the  purpose  of  carrying  out 
subsection  (a). 

(2)  Except  as  provided  in  paragraph  (3). 
funds  may  not  be  obligated  for  the  purpose 
of  carrying  out  subsection  (a)  unless  specifi- 
cally appropriated  for  such  purpose. 

(3)  Paragraph  (2)  does  not  apply  to  funds 
used  for  pay  and  non-travel-related  allow- 
ances for  members  of  the  Armed  Forces 
(other  than  pay  and  allowances  of  members 
of  the  reserve  components  called  or  ordered 


to  active  duty  to  provide  support  for  the 
Tenth  Pan  Am  Games). 

(4)  The  costs  for  pay  and  non-travel-relat- 
ed allowances  of  members  of  the  Armed 
Forces  (other  than  members  of  the  reserve 
components  called  or  ordered  to  active  duty 
to  provide  support  for  the  Tenth  Pan  Am 
Games)  may  not  be  charged  to  appropria- 
tions made  pursuant  to  the  authorization  in 
paragraph  ( 1 ). 

(c)  Definition.— For  the  purpose  of  this 
section,  the  term  "Tenth  Pan  Am  Games ' 
means  the  Tenth  International  Pan  Ameri- 
can Games,  to  be  held  at  Indianapolis,  Indi- 
ana, during  the  period  beginning  on  August 
7,  1987,  and  ending  August  23,  1987. 

SEC.  304.  ACTHORIZATION  OF  APPROPRIATIONS 
FOR  TRANSPORTATION  OF  HCMANI- 
TARIAN  RELIEF  SI  PPLIES  TO  AFGHAN 
REFl'GEES 

(a)  Authorization  of  Funds.— There  is 
authorized  to  be  appropriated  to  the  De- 
partment of  Defense  for  fiscal  year  1987  the 
sum  of  $10,000,000  for  the  purpose  of  pro- 
viding transportation  for  humanitarian 
relief  for  persons  displaced  or  who  are  refu- 
gees because  of  the  invasion  of  Afghanistan 
by  the  Soviet  Union. 

(b)  Authority  To  Transfer  Funds.— The 
Secretary  of  Defense  is  authorized  to  trans- 
fer to  the  Secretary  of  State  not  more  than 
5  percent  of  the  funds  appropriated  pursu- 
ant to  the  authorization  in  this  section  to 
provide  local  transportation  outside  the 
United  States  to  accomplish  the  purposes  of 
this  section. 

(c)  Transportation  Under  Direction  of 
the  Secretary  of  State.— Transportation 
provided  with  funds  appropriated  pursuant 
to  the  authorization  in  this  section  shall  be 
under  the  direction  of  the  Secretary  of 
State. 

(d)  Means  of  Transportation  To  Be 
Used.— Transportation  for  humanitarian 
relief  provided  with  funds  appropriated  pur- 
suant to  the  authorization  in  this  section 
shall  be  by  the  most  economical  commercial 
or  military  means  available,  unless  the  Sec- 
retary of  State  determines  that  it  is  in  the 
national  interest  of  the  United  States  to  use 
means  other  than  the  most  economical 
available.  Such  means  may  include  the  use 
of  aircraft  and  personnel  of  the  reserve 
components  of  the  Armed  Forces. 

(e)  Availability  of  P^nds.— Amounts  ap- 
propriated pursuant  to  the  authorization  in 
subsection  (a)  shall  remain  available  until 
expended,  to  the  extent  provided  in  appro- 
priation Acts. 

SEC.  303.  PR(H:RAM  restrictions  and  LIMITA- 
TIONS 

(a)  Prohibition  on  Use  of  Funds  for  Cer- 
tain Studies,  Army.— None  of  the  funds  ap- 
propriated to  the  Army  pursuant  to  an  au- 
thorization contained  in  this  or  any  other 
Act  may  be  obligated  or  expended,  on  or 
after  the  date  of  the  enactment  of  this  Act, 
for  the  purpose  of  continuing  or  completing 
any  study,  pursuant  to  the  Office  of  Man- 
agement and  Budget  Circular  A-76,  relating 
to  converting  the  operation  of  the  federally 
owned  and  operated  McAlester  Army  Am- 
munition Plant,  at  McAlester,  Oklahoma,  or 
the  Crane  Army  Ammunition  Activity  at 
the  Naval  Weapons  Support  Center,  Crane, 
Indiana,  from  performance  by  personnel  of 
the  Department  of  Defense  to  performance 
by  private  contractor,  until  detailed  reports 
have  been  submitted  to  the  Congress  by  the 
General  Accounting  Office  and  the  Depart- 
ment of  Defense  concerning  the  cost  effec- 
tiveness of  such  a  conversion  and  its  effect 
on  the  defense  readiness  and  mobilization 
base. 
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(b)  Termination  of  Prohibition.— The 
prohibition  in  subsection  (a)  shall  expire  on 
March  31. 1987. 

SEC.    30«.    AUTHORIZATION    OF    APPROPRIATIONS 
FOR  FOREIGN  CURRENCY  PURCHASES 

Funds  are  hereby  authorized  to  be  appro- 
priated for  fiscal  year  1987  in  the  amount  of 
$3,500,000  for  the  purchase  of  foreign  cur- 
rencies from  the  Treasury  Department  to 
pay  expenses  incurred  in  carrying  out  pro- 
grams of  the  Department  of  Defense. 
TITLE  IV— PERSONNEL  AL'THORIZATIONS 
AND  RELATED  MATTERS 
Part  A— Active  Forces 

SEC.  401.  AUTHORIZATION  OF  END  STRENGTHS 

The  Armed  Forces  are  authorized 
strengths  for  active-duty  personnel  as  of 
September  30.  1987.  as  follows: 

(1)  The  Army.  780.800. 

(2)  The  Navy,  587,000. 

(3)  The  Marine  Corps.  199.600. 

(4)  The  Air  Force.  606.850. 

SEC.  402.  EXTENSION  OF  QUALITY  CONTROL  ON  EN- 
LISTMENTS INTO  THE  ARMY 

Effective  on  October  1.  1986,  section 
302(a)  of  the  Department  of  Defense  Au- 
thorization Act.  1981  (10  U.S.C.  520  note),  is 
amended  by  striking  out  "October  1,  1985" 
and  "September  30,  1986"  and  inserting  in 
lieu  thereof  "October  I,  1986"  and  "Septem- 
ber 30,  1987",  respectively. 

SEC.  403.  STRENGTH  OF  ACTIVE  DUTY  OFFICER 
CORPS 

(a)  Reduction  in  Size  or  Officer  Corps.— 
On  and  after  each  of  the  dates  set  forth  in 
column  1  of  the  following  table,  the  total 
number  of  commissioned  officers  serving  on 
active  duty  in  the  Army,  Navy,  Air  Force, 
and  Marine  Corps  (excluding  officers  in  cat- 
egories specified  in  subsection  (b))  may  not 
exceed  the  percentage,  set  forth  in  column  2 
opposite  such  date,  of  the  total  number  of 
commissioned  officers  serving  on  active  duty 
as  of  September  30.  1986  (excluding  officers 
in  categories  specified  in  subsection  (b)): 


Oimn  1 

Column  2 

On  and  alter 

Petcenlage  ol  total  commissioned 

oHicets  serving  on  active  duty  as  o( 

September  30,  1986 

Seplembet  30,  1987 

SeplemCet  30,  1988 „.. 

Septembei  30,  1989 

91 
S6 
94 

(b)  Exclusions.— In  computing  the  au- 
thorized strength  of  commissioned  officers 
under  subsection  (a),  officers  in  the  follow- 
ing categories  shall  be  excluded; 

( 1 )  Reserve  officers— 

(A)  on  active  duty  for  training: 

(B)  on  active  duty  under  section  265. 
270(b),  672a,  3033,  3496,  5251,  5252.  8033.  or 
8496  of  title  10.  United  States  Code,  or 
under  section  708  of  title  32.  United  States 
Code; 

(C)  on  active  duty  under  section  672(d)  of 
title  10.  United  States  Code,  in  connection 
with  organizing,  administering,  recruiting, 
instructing,  or  training  the  reserve  compo- 
nents or  the  National  Guard; 

(D)  on  active  duty  to  pursue  special  work: 

(E)  ordered  to  active  duty  under  section 
673(b)  of  title  10.  United  States  Code:  or 

(F)  on  full-time  National  Guard  duty. 

(2)  Warrant  officers. 

(3)  Retired  officers  on  active  duty  under  a 
call  or  order  to  active  duty  for  180  days  or 
less. 

(4)  Reserve  or  retired  officers  on  active 
duty  under  section  10(b)(2)  of  the  Military 
Selective    Service    Act    (50    U.S.C.    App. 


460(b)(2))  for  the  administration  of  the  Se- 
lective Service  System. 

(c)  Apportionment  of  Reductions  by  Sec- 
retary OF  Defense.— The  reductions  in  the 
number  of  commissioned  officers  serving  on 
active  duty  required  by  subsection  (a)  shall 
be  apportioned  among  the  Army.  Navy.  Air 
Force,  and  Marine  Corps  by  the  Secretary 
of  Defense.  The  Secretary  shall  report  to 
the  Committees  on  Armed  Services  of  the 
Senate  and  House  of  Representatives  not 
later  than  February  1  of  each  fiscal  year  in 
which  reductions  are  required  under  subsec- 
tion (a)  on  the  manner  in  which  the  reduc- 
tions have  been  or  are  to  be  apportioned  for 
that  fiscal  year. 

(d)  Requirement  for  Future  Authoriza- 
tion OF  Officer  Corps  Strength.- ( 1 )  Sec- 
tion 138(c)(1)  of  title  10.  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  subparagraph: 

"(D)  Congress  shall  authorize  the  end 
strength  as  of  the  end  of  each  fiscal  year  for 
commissioned  officers  the  Army.  Navy.  Air 
Force,  and  Marine  Corps  serving  on  active 
duty.  No  funds  may  be  appropriated  for  any 
fiscal  year  to  or  for  the  use  of  commissioned 
officers  on  active  duty  in  the  Army.  Navy. 
Air  Force,  or  Marine  Corps  unless  the  end 
strength  for  commissioned  officers  serving 
on  active  duty  in  that  military  service  for 
that  fiscal  year  has  been  authorized  by 
law. '. 

(2)  The  amendment  made  by  paragraph 
(1)  shall  take  effect  on  October  1,  1987. 
Part  B— Reserve  Forces 

sec.      411.      authorization      of      averacje 
stren(;ths  for  sei.eited  reserve 

(a)  In  General.— For  fiscal  year  1987,  the 
Selected  Reserve  of  the  reserve  components 
of  the  Armed  Forces  shall  be  programmed 
to  attain  average  strengths  of  not  less  than 
the  following: 

(1)  The  Army  National  Guard  of  the 
United  States,  440,025. 

(2)  The  Army  Reserve,  290.639. 

(3)  The  Naval  Reserve,  134,212. 

(4)  The  Marine  Corps  Reserve,  41.900. 

(5)  The  Air  National  Guard  of  the  United 
States,  108,700. 

(6)  The  Air  Force  Reserve,  75.600. 

(7)  The  Coast  Guard  Reserve.  12.500. 

(b)  Adjustments.— The  average  strengths 
prescribed  by  subsection  (a)  for  the  Selected 
Reserve  of  any  reserve  component  shall  be 
proportionately  reduced  by  ( 1 )  the  total  au- 
thorized strength  of  units  organized  to  serve 
as  units  of  the  Selected  Reserve  of  such 
component  which  are  on  active  duty  (other 
than  for  training)  at  any  time  during  the 
fiscal  year,  and  (2)  the  total  number  of  indi- 
vidual members  not  in  units  organized  to 
serve  as  units  of  the  Selected  Reserve  of 
such  component  who  are  on  active  duty 
(other  than  for  training  or  for  unsatisfac- 
tory participation  in  training)  without  their 
consent  at  any  time  during  the  fiscal  year. 
Whenever  such  units  or  such  individual 
members  are  released  from  active  duty 
during  any  fiscal  year,  the  average  strength 
prescribed  for  such  fiscal  year  for  the  Se- 
lected Reserve  of  such  reserve  component 
shall  be  proportionately  increased  by  the 
toUl  authorized  strength  of  such  units  and 
by  the  total  number  of  such  individual 
members. 

SEC.  412.  authorization  OF  END  STRENGTHS  FOR 
RESERVES  ON  ACTIVE  DUTY  IN  SUP- 
PORT OF  THE  RESERVE  COMW)NENTS 

(a)  In  General. -Within  the  average 
strengths  prescribed  in  section  411.  the  re- 
serve components  of  the  Armed  Forces  are 
authorized,  as  of  September  30.  1987.  the 
following  number  of  Reserves  to  be  serving 


on  full-time  active  duty  or.  in  the  case  of 
members  of  the  National  Guard,  on  full- 
time  National  Guard  duty  for  the  purpose 
of  organizing,  administering,  recruiting,  in- 
structing, or  training  the  reserve  compo- 
nents or  the  National  Guard: 

(1)  The  Army  National  Guard  of  the 
United  States.  23.731. 

(2)  The  Army  Reserve.  12.157. 

(3)  The  Naval  Reserve.  19.010. 

(4)  The  Marine  Corps  Reserve.  1.475. 

(5)  The  Air  National  Guard  of  the  United 
SUtes.  7.269. 

(6)  The  Air  Force  Reserve,  635. 

(b)  Counting  of  Personnel  in  Certain 
Reserve  Call-up  Situations.— During  any 
period  that  members  of  reserve  components 
of  the  Armed  Forces  are  serving  on  active 
duty  pursuant  to  an  order  under  section  673 
or  673b  of  title  10,  United  SUtes  Code, 
members  of  reserve  components  serving  on 
active  duty  may  perform  duties  in  connec- 
tion with  section  673  or  673b  of  such  title 
and,  for  purposes  of  subsection  (a),  and 
shall  not  be  counted  against  the  number  of 
Reserves  ordered  to  active  duty  under  those 
sections.  Funds  available  for  the  pay  and  al- 
lowances of  Reserves  referred  to  in  subsec- 
tion (a)  shall  be  available  for  the  pay  and  al- 
lowances of  such  Reserves  who  perform 
duties  in  connection  with  section  673  or 
673b  of  such  title  under  the  authority  of 
this  section. 

SEC.  413.  ACCOUNTING  FOR  CERTAIN  AITHORIZED 
RESERVE  COMPONENT  MEMBERS 

Section  138(c)  of  title  10.  United  States 
Code,  is  further  amended— 

(1)  by  striking  out  the  text  of  paragraph 
(1)(A)  and  inserting  In  lieu  thereof  the  fol- 
lowing: "Congress  shall  authorize  the  end 
strengths  as  of  the  end  of  each  fiscal  year  , 
for  each  component  of  the  armed  forces  for 
(i)  active  duty  personnel  who  are  to  be  paid 
from  funds  appropriated  for  active  duty  per- 
sonnel, and  (ii)  active  duty  personnel  and 
full-time  National  Guard  duty  personnel 
who  are  to  be  paid  from  funds  appropriated 
for  reserve  personnel.  Upon  determination 
by  the  Secretary  of  Defense  that  such 
action  is  in  the  national  interest,  an  end 
strength  authorized  pursuant  to  clause  (i)  of 
the  first  sentence  for  a  fiscal  year  may  be 
increased  by  a  number  equal  to  not  more 
than  0.5  percent  of  the  total  end  strength 
authorized  for  such  component  for  that 
fiscal  year  and  an  end  strength  authorized 
pursuant  to  clause  (ii)  of  the  first  sentence 
for  a  fiscal  year  may  l)e  increased  by  a 
number  equal  to  not  more  than  2  percent  of 
the  total  end  strength  authorized  for  such 
component  for  that  fiscal  year.  No  funds 
may  be  appropriated  to  or  for  the  use  of 
active  duty  personnel  or  full-time  National 
Guard  duty  personnel  of  any  component  of 
the  armed  forces  unless  the  end  strength 
for  such  personnel  of  that  component  for 
that  fiscal  year  has  been  authorized  by 
law.": 

(2)  in  paragraph  (1)(B)— 

(A)  by  striking  out  "for  180  days  or  less" 
in  clause  (v):  and 

(B)  by  adding  at  the  end  the  following 
new  clause: 

"(vii)  Members  on  full-time  National 
Guard  duty  for  180  days  or  less.":  and 

(3)  In  paragraph  (3)(D)— 

(A)  by  striking  out  "and"  at  the  end  of 
clause  (ill): 

(B)  by  striking  out  the  period  at  the  end 
of  clause  (Iv)  and  Inserting  In  lieu  thereof  "; 
and";  and 

(C)  by  adding  at  the  end  the  following 
new  clause: 
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"(V)  an  analysis  of  the  number  of  officers 
and  enlisted  members  serving  on  active  duty 
for  training  under  orders  specifying  a  period 
in  excess  of  180  days  as  of  the  last  day  of 
the  preceding  fiscal  year  and  an  estimate 
for  the  current  fiscal  year  of  the  number 
that  will  be  ordered  to  such  duty  tabulated 
by  the  following  categories: 

"(I)  Recruit  and  specialized  training. 

"(II)  Flight  training. 

•■(Ill)  Professional  training  in  military  and 
civilian  institutions. 

"(IV)  Officer  sicquisition  training.". 

Part  C— Civilian  Personnel 

sec.  421.  aithorization  of  end  strdncths  and 
obligational  limits 

(a)  In  General.— (1)  The  Department  of 
Defense  is  authorized  a  strength  in  civilian 
personnel,  as  of  September  30,  1987.  of 
1.084.836. 

(2)  Of  the  funds  appropriated  or  other- 
wise made  available  to  the  Department  of 
Defense  for  fiscal  year  1987.  the  total 
amount  that  may  t>e  obligated  for  the  em- 
ployment of  civilian  personnel  within  the 
authorization  prescribed  by  paragraph  (1) 
may  not  exceed  $31,811,640,000. 

(b)  Apportionment  of  Personnel.— The 
strength  for  civilian  personnel  prescribed  in 
sut>section  (a)(1)  shall  be  apportioned 
among  the  Department  of  the  Army,  the 
Department  of  the  Navy,  the  Department  of 
the  Air  Force,  and  the  agencies  of  the  De- 
partment of  Defense  (other  than  the  mili- 
tary departments)  in  such  numbers  as  the 
Secretary  of  Defense  shall  prescribe.  The 
Secretary  of  Defense  shall  report  to  Con- 
gress within  60  days  after  the  date  of  the 
enactment  of  this  Act  on  the  manner  in 
which  the  initial  allocation  of  civilian  per- 
sonnel is  made  among  the  military  depart- 
ments and  the  agencies  of  the  Department 
of  Defense  (other  than  the  military  depart- 
ments) and  shall  include  the  rationale  for 
each  allocation. 

(c)  Counting  op  Personnel.— ( 1 )  In  com- 
puting the  strength  for  civilian  personnel, 
there  shall  be  included  all  direct-hire  and 
indirect-hire  civilian  personnel  employed  to 
perform  military  functions  administered  by 
the  Department  of  Defense  (other  than 
those  performed  by  the  National  Security 
Agency)  whether  employed  on  a  full-time, 
part-time,  or  intermittent  basis,  but  exclud- 
ing personnel  in  sjiecial  employment  catego- 
ries for  students  and  disadvantaged  youth 
(such  as  the  stay-in-school  campaign,  the 
temporary  summer  aid  programs,  and  the 
Federal  junior  fellowship  program)  and  per- 
sonnel participating  in  the  worlcer-trainee 
opportunity  program. 

(2)  Personnel  employed  under  a  part-time 
career  employment  program  established  by 
section  3402  of  title  5.  United  States  Code, 
shall  be  counted  as  prescribed  by  section 
3404  of  that  title.  Personnel  employed  in  an 
overseas  area  on  a  part-time  basis  under  a 
nonpermanent  local-hire  appointment  who 
are  dependents  accompanying  a  Federal  ci- 
vilian employee  or  a  member  of  a  uniformed 
service  on  official  assigrunent  or  tour  of 
duty  shall  also  be  counted  as  prescrit)ed  by 
section  3404  of  that  title. 

(3)  Whenever  a  function,  power  or  duty. 
or  activity  is  transferred  or  assigned  to  a 
military  department  or  an  agency  of  the  De- 
partment of  Defense  from  a  department  or 
agency  outside  of  the  Department  of  De- 
fense, or  from  another  military  department 
or  agency  within  the  Department  of  De- 
fense, the  civilian  personnel  end-strength 
authorized  for  each  such  military  depart- 
ment or  agency  of  the  Department  of  De- 
fense affected  shall  be  adjusted  to  reflect 


any  increases  or  decreases  in  civilian  person- 
nel required  as  a  result  of  such  transfer  or 
assignment. 

SEC.  422.  KEUI  IREMKNTS  RELATING  T()  PROPOSED 
INCRE.ASED  UTILIZATION  OF  CIVILIAN 
PERSONNEL 

(a)  In  General.— No  commercial  or  indus- 
trial type  function  of  the  Department  of 
Defense  that  on  or  after  the  date  of  the  en- 
actment of  this  Act  is  being  performed  by  a 
private  contractor  may  be  converted  to  per- 
formance by  Department  of  Defense  civilian 
employees— 

( 1 )  except  in  time  of  war,  time  of  national 
emergency  declared  by  the  Congress  or  the 
President,  or  upon  a  written  declaration  of 
the  Secretary  of  Defense  (and  not  a  dele- 
gate) that  such  conversion  is  required  in  the 
interests  of  national  security;  or 

(2)  unless  the  Secretary  of  Defense  pro- 
vides to  the  Congress  in  a  timely  manner— 

(A)  notification  of  any  decision  to  study 
such  commercial  or  industrial  function  for 
possible  performance  by  Department  of  De- 
fense civilian  employees; 

(B)  a  detailed  summary  of  the  comparison 
of  the  costs  of  performance  of  such  function 
by  private  contractor  and  by  Department  of 
Defense  civilian  employees  which  demon- 
strates that  the  performance  of  such  func- 
tion by  Department  of  Defense  civilian  per- 
sonnel will  result  in  a  cost  savings  to  the 
Government  over  the  5-year  period  follow- 
ing conversion  and  a  certification  that  the 
entire  cost  comparison  is  available  in  the 
Department  of  Defense; 

(C)  a  certification  that  the  cost  estimate 
for  the  performance  by  Department  of  De- 
fense civilian  employees  (i)  includes  an  esti- 
mate of  indirect  costs  computed  on  the 
same  basis  as  those  of  the  private  contrac- 
tor, (ii)  includes  an  estimate  of  the  cost  of 
retirement  benefits  provided  to  civilian  em- 
ployees (estimated  on  the  basis  of  current 
data),  and  (iii)  is  based  on  an  estimate  of  the 
organization  for  performance  of  such  func- 
tion by  such  civilian  employees  that  is  to  be 
utilized  if  a  decision  is  made  to  convert  to 
performance  by  civilian  employees;  and 

(D)  a  report,  to  be  submitted  with  the  cer- 
tification required  by  subclause  (C).  show- 
ing— 

(i)  the  potential  economic  effect  on  con- 
tractor employees,  and.  if  more  than  50  con- 
tractor employees  are  involved,  the  poten- 
tial economic  effect  on  the  local  community 
and  Federal  Government  (including  the 
effect  on  Federal  tax  revenues  and  Federal 
Government  expenditures  under  Federal 
benefits  programs)  of  converting  to  per- 
formance by  Department  of  Defense  civilian 
employees;  and 

(ii)  the  cost  of  performance  of  such  func- 
tion by  private  contractor  and  the  cost  of 
performance  by  Department  of  Defense  ci- 
vilian employees,  including  any  incidental 
or  one-time  costs  and  expenditures  which 
the  Goverrmient  will  incur  because  of  a  de- 
cision to  convert  to  performance  by  civilian 
employees. 

(b)  Notification  Requirement.— If.  after 
the  completion  of  the  studies  required  for 
completion  of  the  certification  and  retx)rt 
required  by  subclauses  (C)  and  (D)  of  sub- 
section (a)(2).  a  decision  is  made  to  convert 
to  performance  by  civilian  employees,  the 
Secretary  of  Defense  shall  notify  Congress 
of  such  decision. 

Part  D— Military  Training 

SEC.  431.  AltTHORIZATION  OF  TRAINING  STl'DENT 
LOADS 

(a)  In  General.— For  fiscal  year  1987,  the 
components  of  the  Armed  Forces  are  au- 
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thorized  average  military  training  student 
loads  as  follows: 

(1)  The  Army.  76,758. 

(2)  The  Navy,  72,483. 

(3)  The  Marine  Corps,  19,433. 

(4)  The  Air  Force.  43.911. 

(5)  The  Army  National  Guard  of  the 
United  States,  18,262. 

(6)  The  Army  Reserve.  15.858. 

(7)  The  Naval  Reserve.  3.493. 

(8)  The  Marine  Corps  Reserve.  3,944. 

(9)  The  Air  National  Guard  of  the  United 
States,  3,566. 

(10)  The  Air  Force  Reserve,  2,127. 

(b)  Adjustment  and  Apportionment.— The 
average  military  student  loads  for  the 
Army,  the  Navy,  the  Marine  Corps,  and  the 
Air  Force  and  the  reserve  components  au- 
thorized in  subsection  (a)  for  fiscal  year 
1987  shall  be  adjusted  consistent  with  the 
personnel  strengths  authorized  in  parts  A 
and  B.  Such  adjustment  shall  be  appor- 
tioned among  the  Army,  the  Navy,  the 
Marine  Corps,  and  the  Air  Force  and  the  re- 
serve components  in  such  manner  as  the 
Secretary  of  Defense  shall  prescribe. 

Part  E— Manpower  Analyses 

SEC.    441.    manpower    REPORTS    ON    MAJOR    DE- 
FENSE ACQIISITION  pr(k;rams 
(a)  In  General.— Section  139c  of  title  10, 
United  States  Code,  is  amended— 

(1)  by  striking  out  subsection  (a)  and  in- 
serting in  lieu  thereof  the  following: 

■■(a)  The  Secretary  of  Defense  may  not  ap- 
prove the  full-scale  engineering  develop- 
ment or  the  production  and  deployment  of  a 
major  defense  acquisition  program  unless— 

"(1)  an  independent  estimate  of  the  cost 
of  the  program  first  has  been  submitted  to 
(and  considered  by)  the  Secretary  of  De- 
fense; and 

■•(2)  the  Secretary  of  Defense  has  submit- 
ted to  the  Committees  on  Armed  Services  of 
the  Senate  and  the  House  of  Representa- 
tives at  least  90  days  in  advance  of  such  ap- 
proval a  manpower  estimate  of  the  pro- 
gram."; 

(2)  by  adding  at  the  end  of  subsection  (b) 
the  following  new  paragraph: 

"(4)  Manpower  estimate'  means,  with  re- 
spect to  a  major  defense  acquisition  pro- 
gram, an  estimate  of— 

"(A)  the  total  number  of  personnel,  in- 
cluding military,  civilian,  or  contractor  per- 
sonnel, expressed  both  in  total  personnel 
and  man-years,  that  will  be  required  to  op- 
erate, maintain,  and  support  such  program 
upon  full  operational  deployment  and  to 
train  personnel  to  operate,  maintain,  and 
support  such  program  upon  full  operational 
deployment; 

■(B)  the  increases  in  military  and  civilian 
end  strengths  that  will  be  required  for  full 
operational  deployment  of  such  program 
above  the  end  strengths  authorized  in  the 
fiscal  year  in  which  such  an  estimate  is  sub- 
mitted and  the  fiscal  year  or  years  in  which 
such  increases  will  be  required;  and 

■■(C)  the  manner  in  which  such  a  program 
would  he  operationally  deployed  if  no  in- 
creases in  military  and  civilian  end 
strengths  were  authorized  above  the 
strengths  authorized  for  the  fiscal  year  in 
which  such  estimate  is  submitted.";  and 

(3)  by  striking  out  the  section  heading  and 
inserting  in  lieu  thereof  the  following: 

"§  139c.  Major  defense  acquisition  programs:  in- 
dependent cost  estimates;  operational  manpow- 
er requirements" 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  chapter  4  is 
amended  by  striking  out  the  item  relating  to 


section  139c 
the  followini 

"139c.  Majo: 


(c)  Effec 
made  by  sul 
days  after  tl 
Act  and  sh 
scale  engine 
als  of  prodi 
defense  acq 
after  that  di 

TITLE  V— 1 


SEC.  Wl.  TRE 

I 
(a)     AUTH 

Leave.— Sec 
States  Cod 
end  the  foil 

■■(h)  A  n 
excess  of  i 
and  who  i 
from  active 
ing  an  ap 
armed  fore 
ment  or  an 
armed  fore 
of  up  to  30 
days  of  lei 
new  term  i 
ried  over 
count  agai: 
new  term  i 
quired,  at 
lease  from 
leave  not 
tion.". 

(b)   AUTI 
ANCES    FOR 

Section   5( 
Code,  is  ai 
701(h)  of 
this  sectioi 

sec.  503.  EXI 


Section 
Code,  is  ai 
ber  30,  19 
'Septemb* 

SEC.  504.  cc 


UMI 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


23957 


uard   of   the 


3,  3,944. 

)f  the  United 

.127. 

iNMENT.— The 
Ids  for  the 
Qrps.  and  the 
nponents  au- 
r  fiscal  year 
ent  with  the 
i  in  parts  A 
11  be  appor- 
e  Navy,  the 
:e  and  the  re- 
mner  as  the 
:ribe. 


N  MAJOR  DE- 
OGRAMS 

c  of  title  10, 

1  (a)  and  in- 
ving: 

!  may  not  ap- 
ing develop- 
iloyment  of  a 
ram  unless— 
;  of  the  cost 
submitted  to 
;tary  of  De- 

'■  has  submit- 
d  Services  of 

Representa- 
e  of  such  ap- 

of   the   pro- 

jbsection  (b) 

ans,  with  re- 
uisition  pro- 

ersonnel,  in- 
titractor  per- 
il personnel 
luired  to  op- 
ich  program 
lent  and  to 
aintain,  and 
I  operational 

and  civilian 
lired  for  full 
ch  program 
irized  in  the 
imate  is  sub- 
ars  in  which 
md 

h  a  program 
ed  if  no  in- 
ivilian     end 

above     the 
seal  year  in 
d.";  and 
heading  and 
Dwing: 

programs:  in- 
>nal  manpow- 

— The  table 
chapter  4  is 
n  relating  to 


section  139c  and  inserting  in  lieu  thereof 
the  following: 

"139c.  Major  defense  acquisition  programs: 
independent     cost     estimates; 
operational  manpower  require- 
ments.", 
(c)    Effective    Date.— The    amendments 
made  by  subsection  (a)  shall  take  effect  30 
days  after  the  date  of  the  enactment  of  this 
Act  and  shall  apply  to  approvals  of  full- 
scale  engineering  development  and  approv- 
als of  production  and  deployment  of  major 
defense  acquisition  programs  made  on  or 
after  that  date. 
TITLE  V— MILITARY  PERSONNEL  POLICY 

SEC.   501.    ASSIGNMENT  OF    PERSONNEL   Ol'TSIDE 
THE  UNITED  STATES 

The  text  of  section  671  of  title  10,  United 
States  Code,  is  amended  to  read  as  follows: 

"A  member  of  the  armed  forces  may  not 
be  assigned  to  active  duty  on  land  outside 
the  United  States  and  its  territories  and 
possessions  until  the  member  has  completed 
the  basic  training  requirements  of  the 
armed  force  of  which  he  is  a  member.  In 
time  of  war  or  a  national  emergency  de- 
clared by  the  Congress  or  the  President,  the 
period  of  required  basic  training  may  not  be 
less  than  12  weeks  or  the  equivalent  there- 
of.". 

SEC.  .102.  TREATMENT  OK  EXCESS  LEAVE  IPON  RE- 
ENLISTMENT 

(a)  Authority  To  Carry  Over  Excess 
Leave.— Section  701  of  title  10,  United 
States  Code,  is  amended  by  adding  at  the 
end  the  following  new  subsection: 

"(h)  A  member  who  has  taken  leave  in 
excess  of  that  authorized  by  this  section 
and  who  is  being  discharged  or  released 
from  active  duty  for  the  purpose  of  accept- 
ing an  appointment  or  a  warrant  in  an 
armed  force,  or  of  entering  into  an  enlist- 
ment or  an  extension  of  an  enlistment  in  an 
armed  force,  may  elect  to  have  excess  leave 
of  up  to  30  days  or  the  maximum  number  of 
days  of  leave  that  could  be  earned  in  the 
new  term  of  service,  whichever  is  less,  car- 
ried over  to  that  new  term  of  service  to 
count  against  leave  that  will  accrue  on  the 
new  term  of  service.  A  member  shall  be  re- 
quired, at  the  time  of  his  discharge  or  re- 
lease from  active  duty,  to  pay  for  excess 
leave  not  carried  over  under  this  subsec- 
tion.". 

(b)  Authorization  for  Pay  and  Allow- 
ances FOR  Carried  Over  Excess  Leave.— 
Section  502(b)  of  title  37,  United  SUtes 
Code,  is  amended  by  inserting  "and  section 
701(h)  of  title  10"  after  "subsection  (a)  of 
this  section". 

SEC.  503.  EXTENSION  OK  AITHORITY  FOR  THE  TEM- 
PORARY PROMOTION  OK  CERTAIN 
NAVY  LIEl'TENANTS 

Section  5721(f)  of  title  10,  United  States 
Code,  is  amended  by  striking  out  "Septem- 
ber 30,  1986"  and  inserting  in  lieu  thereof 
"September  30,  1988". 

SEC.  504.  CORRECTION  OK  TECHNICAL  ERROR  RE- 
LATING TO  AITHORITY  TO  RETAIN  CP 
TO  10  ARMY  RESERVE  BRIGADIER 
GENERALS  IN  AN  ACTIVE  STATUS 
UNTIL  AGE  60 

(a)  In  General.— Subsections  (c)  and  (d) 
of  section  3851  of  title  10,  United  States 
Code,  are  amended  to  read  as  follows: 

"(c)  Notwithstanding  subsections  (a)  and 
(b),  the  Secretary  of  the  Army  may  author- 
ize the  retention  in  an  active  status  until 
age  60  of  an  officer  in  the  reserve  grade  of 
brigadier  general  who  would  otherwise  be 
removed  from  an  active  status  under  this 
section,  except  that  not  more  than  10  offi- 


cers may  be  retained  under  this  subsection 
at  any  time. 

"(d)  Notwithstanding  subsections  (a)  and 
(b),  the  Secretary  of  the  Army  may  author- 
ize the  retention  in  an  active  status  until 
age  60  of  an  officer  who  would  otherwise  be 
removed  from  an  active  status  under  this 
section  who- 
'd) is  an  officer  of  the  Army  National 
Guard  of  the  United  States  assigned  to  a 
headquarters  or  headquarters  detachment 
of  a  State  or  territory,  the  Commonwealth 
of  Puerto  Rico,  the  Canal  Zone,  or  the  Dis- 
trict of  Columbia;  or 
"(2)  is  employed— 

"(A)  as  a  technician  under  section  709  of 
title  32  in  a  position  for  which  membership 
in  the  National  Guard  is  required  as  a  condi- 
tion of  employment;  or 

"(B)  as  a  technician  of  the  Army  Reserve 
in  a  position  for  which  membership  in  the 
Army  Reserve  is  required  as  a  condition  of 
employment.". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  take  effect  as 
of  November  8,  1985,  and  shall  apply  as  if 
such  amendment  had  been  enacted  on  such 
date  in  place  of  the  amendments  enacted  by 
section  522(a)(2)  of  the  Department  of  De- 
fense Authorization  Act,  1986  (Public  Law 
99-145;  99  Stat.  631). 

SEC.  .'>0!>.  INCREASED  PRESIDENTIAL  AUTHORITY 
TO  AIGMENT  ACTIVE  KORCES  WITH 
THE  SELECTED  RESERVE 

Section  673b  of  title  10.  United 
States   Code,   is  amended— 

(1)  by  striking  out  "100,000"  in  subsection 
(c)  and  inserting  in  lieu  thereof  "250,000"; 
and 

(2)  by  adding  at  the  end  the  following  new 
subsection: 

"(i)  In  any  case  in  which  one  or  more 
uniU  of  the  Selected  Reserve,  or  members 
of  the  Selected  Reserve  not  assigned  to  a 
unit  organized  to  serve  as  a  unit,  have  been 
ordered  to  active  duty  under  this  section 
and  the  President  determines  that  such 
action  is  necessary  in  the  interests  of  na- 
tional security,  he  may  extend  the  90-day 
period  prescribed  by  subsection  (a).  The 
President  shall  immediately  notify  Congress 
in  any  case  in  which  he  exercises  his  au- 
thority under  this  subsection  and  shall  in- 
clude in  the  notification  a  statement  of  rea- 
sons for  the  extension.  Nothing  in  this  sub- 
section shall  be  construed  as  amending  or 
limiting  the  authority  of  Congress  to  termi- 
nate the  service  of  units  or  members  or- 
dered to  active  duty  under  this  section  pur- 
suant to  the  provisions  of  subsection  (g).". 

SEC.  hm.  A(TIVE  DUTY  ST  ATI  S  OK  RESERVE  COM- 
PONENT MEMBERS  IN  A  CAPTIVE 
ST.ATUS 

(a)  In  General.— Chapter  39  of  title  10. 
United  States  Code,  is  amended— 

(1)  by  adding  after  section  672  the  follow- 
ing new  section: 

••§  672a.  Reserve  components:  members  in  a  cap- 
tive status 

"(a)  Under  uniform  regulations  prescribed 
by  the  Secretary  of  Defense,  a  member  of  a 
reserve  component  may,  without  his  con- 
sent, be  ordered  to  active  duty  if  it  is  deter- 
mined, pursuant  to  such  regulations,  that 
the  member  is  in  a  captive  status.  A  member 
ordered  to  active  duty  under  this  section 
may  not  be  retained  on  active  duty,  without 
his  consent,  for  more  than  30  days  after  his 
captive  status  is  terminated. 

"(b)  For  purposes  of  this  section,  the  term 
captive  status'  means  the  status  of  a  person 
who  is  in  a  missing  sUtus  as  defined  in  sec- 
tion 551(2)  of  title  37  which  occurred  as  the 


result  of  hostile  action  and  is  related  to  the 
member's  military  status.";  and 

(2)  by  Inserting  in  the  table  of  sections  at 
the  beginning  of  such  chapter  the  following 
new  item  immediately  below  the  item  relat- 
ing to  section  672: 

"672a.  Reserve  components:  members  in  a 
captive  status.". 

(b)  Exclusion  Prom  End  Strengths.- Sec- 
tion 138(c)(1)(B)  of  such  title,  as  amended 
by  section  413(2)(B)  of  this  Act.  is  further 
amended  by  adding  at  the  end  the  following 
new  clause: 

"(viii)  Members  of  reserve  components  or- 
dered to  active  duty  under  section  672a  of 
this  title.". 

(c)  Exclusion  From  Officer  Strengths.- 
Chapter  32  of  title  10,  United  States  Code,  U 
amended— 

(1)  by  adding  at  the  end  the  following  new 
section: 

"g  527.  Authorized  strengths:  exclusion  of  certain 

reserve  officers 

■  Members  ordered  to  active  duty  tmder 
section  672a  of  this  title  shall  be  excluded  In 
computing  and  determining  authorized 
strengths  under  this  chapter."; 

(2)  by  adding  at  the  end  of  the  table  of 
sections  at  the  beginning  of  such  chapter 
the  following  new  item: 

"527.  Authorized  strengths:  exclusion  of  cer- 
tain reserve  officers.";  and 

(3)  in  section  523(b)(1)(B),  by  inserting 
••672a,"  after  •265, ". 

(d)  Exclusion  F^om  Applicability  of 
Certain  Laws.— Section  64 1(1  MB)  of  title 
10.  United  States  Code,  is  amended  by  in- 
serting ••672a, "  after  ••265.''. 

(e)  Effect  of  Active  Duty  Upon  Promo- 
tion.—(1)  Section  3388  of  title  10,  United 
States  Code,  is  amended  by  inserting  •or 
under  section  672a  of  this  title"  after  "train- 
ing". 

(2)  Section  8372(e)  of  such  title  is  amend- 
ed by  inserting  "(other  than  pursuant  to 
section  672a  of  this  title)"  after  •active 
duty ". 

SEC.  507.  TECHNICAL  CORRECTION  RELATING  TO 
PERSONNEL  ADMINISTRATION  AT  AIR 
FORCE  INSTITl  TE  OF  TECHNOL(X;V 

Section  9314(b)(2)(B)  of  title  10.  United 
States  Code,  is  amended  by  striking  out 
"rates  of  basic ". 

SEC.  508.  TERMINATION  OF  GENDER-BASED  DIS- 
TINCTIONS IN  PROMOTIONS  OF  OFFI- 
CERS OF  THE  NAVAL  RESERVE  AND 
MARINE  CORPS  RESERVE 

(a)  In  General.— Chapter  549  of  title  10, 
United  States  Code,  is  amended  by  striking 
out  sections  5896  through  5899  and  insert- 
ing in  lieu  thereof  the  following: 
"S.58W.  Recommendations  for  promotion  by  se- 
lection boards 

•  (a)  A  selection  board  convened  under  sec- 
tion 5893  of  this  title  shall  recommend  for 
promotion  to  the  next  higher  grade  those 
officers  considered  by  the  board  whom  the 
board,  giving  due  consideration  to  the  needs 
of  the  Navy  or  Marine  Corps  for  officers 
with  particular  skills,  considers  best  quali- 
fied for  promotion  within  each  competitive 
category  considered  by  the  board. 

"(b)  A  selection  board  convened  under  sec- 
tion 5893  of  this  title  may  not  recommend 
an  officer  for  promotion  unless— 

"(1)  the  officer  receives  the  recommenda- 
tion of  a  majority  of  the  members  of  the 
board;  and 
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"(2)  a  majority  of  the  members  of  the 
board  finds  that  the  officer  is  fully  qualified 
for  promotion. 

"(c)  Except  as  otherwise  provided  by  law, 
an  officer  of  the  Naval  Reserve  or  the 
Marine  Corps  Reserve  may  not  be  promoted 
to  a  higher  grade  under  this  chapter  unless 
the  officer  is  considered  and  recommended 
for  promotion  to  that  grade  by  a  selection 
board  convened  under  this  chapter. 

**§  5897.  Reports  of  selection  boards 

"Each  selection  board  convened  under  sec- 
tion 5893  of  this  title  shall  submit  to  the 
Secretary  of  the  Navy  a  written  report, 
signed  by  each  member  of  the  board,  con- 
taining a  list  of  the  names  of  the  officers 
recoRunended  for  promotion  and  certifying 
(1)  that  the  board  has  carefully  considered 
the  record  of  each  officer  whose  name  was 
furnished  to  the  board  under  section  5895  of 
this  title,  and  (2)  that,  in  the  opinion  of  a 
majority  of  the  members  of  the  board,  the 
officers  recommended  for  promotion  by  the 
board  are  best  qualified  for  promotion  to 
meet  the  needs  of  the  Navy  or  the  Marine 
Corps  from  among  those  officers  whose 
names  were  furnished  to  the  selection 
board. 

"9  5898.  Action  on  reports  of  selection  boards 

"(a)  If.  after  reviewing  the  report  of  a  se- 
lection board  submitted  under  section  5897 
of  this  title,  the  Secretary  of  the  Navy  de- 
termines that  the  board  has  acted  contrary 
to  law  or  regulation,  the  Secretary  shall 
return  the  report  to  the  board  for  further 
proceedings.  Upon  receipt  of  a  report  re- 
turned by  the  Secretary  under  this  subsec- 
tion, the  selection  board  (or  a  subsequent 
selection  board  convened  under  section  5893 
of  this  title  for  the  same  grade  and  competi- 
tive category)  shall  conduct  such  proceed- 
ings as  may  be  necessary  in  order  to  revise 
the  report  and  shall  resubmit  the  report,  as 
revised,  to  the  Secretary  in  accordance  with 
section  5897  of  this  title. 

"(b)  The  SecreUry  of  the  Navy  shall, 
after  final  review  of  the  report,  submit  it, 
together  with  the  Secretary's  recommenda- 
tions, to  the  Secretary  of  Defense  for  trans- 
mittal to  the  President  for  approval,  modifi- 
cation, or  disapproval. 

"(c)  The  name  of  an  officer  recommended 
for  promotion  by  a  selection  board  may  be 
removed  from  the  report  of  the  selection 
board  only  by  the  President.  Such  action 
may  be  taken  at  any  time  before  the  promo- 
tion of  the  officer. 

"(d)  Upon  approval  by  the  President  of 
the  report  of  a  selection  board,  the  names  of 
the  officers  recommended  for  promotion  by 
the  selection  board  (other  than  any  name 
removed  by  the  President)  may  be  dissemi- 
nated to  the  armed  force  concerned.  If 
those  names  have  not  been  sooner  dissemi- 
nated, those  names  (other  than  the  name  of 
any  officer  whose  promotion  the  Senate 
failed  to  confirm)  shall  be  promptly  dissemi- 
nated to  the  armed  force  (»ncemed  upon 
confirmation  by  the  Senate. 

■(e)  Except  its  authorized  or  required  by 
this  section,  proceedings  of  a  selection  board 
convened  under  section  5893  of  this  title 
may  not  be  disclosed  to  any  person  not  a 
member  of  the  board. 

"9  5899.  Eligibility  for  consideration  for  promo- 
tion: running  mates 

"An  officer  is  in  the  promotion  zone  and  is 
eligible  for  consideration  for  promotion  to 
the  next  higher  grade  by  a  selection  board 
convened  under  section  5893  of  this  title 
when  that  officer's  running  mate  is  in  or 
above  the  promotion  zone  established  for 
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that  officer's  present  grade  under  chapter 
36  of  this  title.". 

(b)  Conforming  Amendments.— ( 1 )  The 
Uble  of  sections  of  chapter  549  of  title  10, 
United  States  Code,  is  amended  by  striking 
out  the  items  relating  to  sections  5896 
through  5899  and  inserting  in  lieu  thereof 
the  following: 

"5896.  Recommendations  for  promotion  by 
selection  boards. 

"5897.  Reports  of  selection  boards. 

"5898.  Actions  on  reports  of  selection 
boards. 

"5899.  Eligibility  for  consideration  for  pro- 
motion: running  mates.". 

(2)  Section  5903  of  such  title  is  amended— 

(A)  by  striking  out  "(a)""  at  the  beginning 
of  such  section;  and 

(B)  by  striking  out  subsection  (b). 

(3)  Subsection  (a)  of  section  5905  of  such 
title  is  amended  to  read  as  follows: 

'"(a)  The  name  of  an  officer  recommended 
for  promotion  by  a  selection  board  may  be 
removed  from  the  report  of  the  selection 
board  only  by  the  President.  Such  action 
may  be  taken  at  any  time  before  the  promo- 
tion of  the  officer."". 

(c)  Eftective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  Oc- 
tober 1,  1986,  or  on  the  date  of  the  enact- 
ment of  this  Act,  whichever  is  later,  and 
shall  apply  to  selection  boards  convened  on 
or  after  the  effective  date. 

SEC.  .509.  SENATE  CONFIRMATION  OP  CERTAIN  GEN- 
ERAL  AND  ELAG  OKFICER  POSITIONS 

(a)  Dean  of  Academic  Board  of  United 
States  Military  Academy.— Section  4335  of 
title  10.  United  States  Code,  is  amended— 

(1)  by  striking  out  the  last  sentence  of 
subsection  (b);  and 

(2)  by  adding  at  the  end  the  following  new 
subsection: 

"(c)  The  Dean  of  the  Academic  Board  has 
the  grade  of  brigadier  general  while  serving 
in  such  position,  with  the  benefits  author- 
ized for  regular  brigadier  generals  of  the 
Army,  if  appointed  to  that  grade  by  the 
President,  by  and  with  the  advice  and  con- 
sent of  the  Senate.  However,  the  retirement 
age  of  an  officer  so  appointed  is  that  of  a 
permanent  professor  of  the  Academy."". 

(b)  Deputy  Judge  Advocate  General  and 
Assistant  Judge  Advckates  General  of  the 
Navy.— Section  5149  of  such  title  is  amend- 
ed- 

(1)  in  subsection  (a),  by  striking  out  the 
second  sentence  and  inserting  in  lieu  there- 
of the  following:  "While  so  serving,  a  Judge 
advocate  who  holds  a  grade  lower  than  rear 
admiral  or  major  general  shall  hold  the 
grade  of  rear  admiral  or  major  general,  as 
appropriate,  if  he  is  appointed  to  that  grade 
by  the  President,  by  and  with  the  advice 
and  consent  of  the  Senate.""; 

(2)  in  subsection  (b),  by  striking  out  the 
second  sentence  and  inserting  in  lieu  there- 
of the  following:  "While  so  serving,  a  judge 
advocate  who  holds  a  grade  lower  than  rear 
admiral  (lower  half)  shall  hold  the  grade  of 
rear  admiral  (lower  half),  if  he  is  appointed 
to  that  grade  by  the  President,  by  and  with 
the  advice  and  consent  of  the  Senate."';  and 

(3)  in  subsection  (c),  by  striking  out  the 
second  sentence  and  inserting  in  lieu  there- 
of the  following:  "While  so  serving,  a  judge 
advocate  v/ho  holds  a  grade  lower  than  brig- 
adier general  shall  hold  the  grade  of  briga- 
dier general,  if  he  is  appointed  to  that  grade 
by  the  President,  by  and  with  the  advice 
and  consent  of  the  Senate."". 

(c)  Dean  of  the  Faculty  of  the  United 
States      Air      Force     Academy.— Section 


9335(b)  of  such  title  is  amended  to  read  as 
follows: 

"(b)  The  Dean  has  the  grade  of  brigadier 
general  while  serving  in  such  position,  with 
the  benefits  authorized  for  regular  brigadier 
generals  of  the  Air  Force,  if  appointed  to 
that  grade  by  the  President,  by  and  with 
the  advice  and  consent  of  the  Senate.  How- 
ever, the  retirement  age  of  an  officer  so  ap- 
pointed is  that  of  a  permanent  professor  of 
the  Academy."'. 

(d)  Attending  Physician  to  the  United 
States  Congress.— (1)  Chapter  34  of  such 
title  is  amended— 

(A)  by  adding  at  the  end  the  following 
new  section: 

"§  eOOa.  Attending  Physician  to  the  United  States 
Congress 

"While  serving  as  Attending  Physician  to 
the  United  States  Congress,  a  Reserve  who 
holds  a  reserve  grade  lower  than  major  gen- 
eral or  rear  admiral  shall  hold  the  reserve 
grade  of  major  general  or  rear  admiral,  as 
appropriate,  if  he  is  appointed  to  that  grade 
by  the  President,  by  and  with  the  advice 
and  consent  of  the  Senate. ";  and 

(B)  by  adding  at  the  end  of  the  table  of 
sections  at  the  beginning  of  such  chapter 
the  following  new  item: 

"600a.  Attending  Physician  to  the  United 
States  Congress.'". 
(2)  Section  1374  of  such  title  is  amended— 

(A)  by  redesignating  subsection  (e)  as  sub- 
section (f);  and 

(B)  by  inserting  after  subsection  (d)  the 
following  new  subsection: 

"(e)  Unless  entitled  to  a  higher  grade 
under  another  provision  of  law.  a  reserve 
commissioned  officer  who  is  transferred  to 
the  Retired  Reserve  after  having  served  in 
the  position  of  Attending  Physician  to  the 
United  States  Congress  is  entitled  to  be 
placed  on  the  retired  list  established  by  sec- 
tion 1376(a)  of  this  title  in  the  grade  held  by 
such  officer  while  serving  in  such  position.". 

(e)  Conforming  Amendment.— The  second 
undesignated  paragraph  relating  to  the 
Office  of  the  Attending  Physician  under  the 
heading  "JOINT  ITEMS"  in  chapter  V  of 
the  Supplemental  Appropriations  Act,  1973 
(Public  Law  92-607;  86  Stat.  1509)  is  re- 
pealed. 

(f)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  the 
date  of  the  enactment  of  this  Act  but  shall 
apply  only  with  respect  to  appointments  or 
details  made  on  or  after  that  date. 

SEC.  510.  POSITION  OF  STAFF  JUDGE  ADVOCATE  TO 
THE  COMMANDANT  OF  THE  MARINE 
CORPS 

(a)  In  General.— Chapter  515  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 

"§  5205.  Staff  Judge  Advocate  to  the  Commandant 
of  the  Marine  Corps:  qualifications;  appoint- 
ment; retirement 

"(a)  An  officer  of  the  Marine  Corps  who  is 
a  judge  advocate  and  a  member  of  the  bar 
of  a  Federal  court  or  the  highest  court  of  a 
State  or  territory  and  who  has  had  at  least 
eight  years  of  experience  in  legal  duties  as  a 
commissioned  officer  may  be  detailed  as 
Staff  Judge  Advocate  to  the  Commandant 
of  the  Marine  Corps.  While  so  serving,  a 
judge  advocate  who  holds  a  grade  lower 
than  brigadier  general  shall  hold  the  grade 
of  brigadier  general  if  appointed  to  that 
grade  by  the  President,  by  and  with  the 
advice  and  consent  of  the  Senate. 

"(b)  An  officer  retiring  from  the  position 
of  Staff  Judge  Advocate  to  the  Comman- 


dant of  the 
least  three  ] 
retired  In  ii 
officer  serve 
as  determine 
"(c)  If  an  I 
brigadier  gei 
the  officer  i 
that  grade, 
under  anoth 

(b)    CONFO 

of  sections  a 
is  amended  1 
Ing  new  iten 

■5205.  Stafi 


UMI 


r  18,  1986 

d  to  read  as 

of  brigadier 
osition,  with 
lar  brigadier 
appointed  to 
by  and  with 
senate.  How- 
)fficer  so  ap- 

professor  of 

THE  United 
34  of  such 

le  following 
United  States 

Physician  to 

Reserve  who 

1  major  gen- 

the  reserve 

admiral,  as 

0  that  grade 

1  the  advice 
I 

the  table  of 
uch  chapter 


the  United 

s  amended— 
n  (e)  as  sub- 

tion  (d)  the 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


23959 


imendments 
f feet  on  the 
ct  but  shall 
intments  or 
e. 

kDVOt'ATE  TO 
THE  MARINE 

Of  title  10, 
1  by  adding 
;ion: 

Commandant 
ins;  appoint- 

;orps  who  is 
■  of  the  bar 
t  court  of  a 
lad  at  least 
I  duties  as  a 
detailed  as 
jmmandant 


he  position 
;  Comman- 


dant of  the  Marine  Corps,  after  serving  at 
least  three  years  in  such  position,  shall  be 
retired  in  the  highest  grade  in  which  that 
officer  served  on  active  duty  satisfactorily, 
as  determined  by  the  Secretary  of  the  Navy. 
"(c)  If  an  officer  is  retired  in  the  grade  of 
brigadier  general  pursuant  to  subsection  (b). 
the  officer  is  entitled  to  the  retired  pay  of 
that  grade,  unless  entitled  to  higher  pay 
under  another  provision  of  law.". 

(b)  CoMroRMiNG  Amendment.— The  table 
of  sections  at  the  beginning  of  such  chapter 
is  amended  by  adding  at  the  end  the  follow- 
ing new  item: 

"5205.  Staff  Judge  Advocate  to  the  Com- 
mandant of  the  Marine  Corps: 
qualifications:  appointment;  re- 
tirement.". 

(c)  Ettective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  the 
date  of  the  enactment  of  this  Act,  but  shall 
apply  only  with  respect  to  appointments  as 
Staff  Judge  Advocate  to  the  Commandant 
of  the  Marine  Corps  made  on  or  after  that 
date. 

(d)  Transition  Provision.— Notwith- 
standing section  1370(a)(2)  of  title  10. 
United  States  Code,  an  officer  serving  in  the 
position  of  Staff  Judge  Advocate  to  the 
Commandant  of  the  Marine  Corps,  or  an 
equivalent  position,  on  the  day  before  the 
effective  date  of  this  section,  if  retired  after 
having  served  in  such  position  (or  equiva- 
lent position)  at  least  three  years,  including 
any  service  in  such  position  (or  its  equiva- 
lent) before  the  effective  date  of  this  sec- 
tion, shall  be  retired  in  the  highest  grade  in 
which  the  officer  served  on  active  duty  sat- 
isfactorily, as  determined  by  the  Secretary 
of  the  Navy. 

SEC.  511.  TEMPORARY  INCREASE  IN  THE  NUMBER 
OF  GENERAL  AND  FLAG  OFFICERS 
AUTHORIZED  TO  BE  ON  ACTIVE  Dl'TY 
IN  THREE-  AND  FOUR-STAR  GRADES 

During  fiscal  year  1987,  the  numbers  of 
officers  authorized  under  section  525(b)  of 
title  10.  United  States  Code,  to  be  on  activqj. 
duty  in  grades  above  major  general  and  rear 
admiral  are  increased  as  follows: 

(1)  Army  Lieutenant  Generals.— The 
number  of  officers  of  the  Army  authorized 
to  be  serving  on  active  duty  in  grades  above 
major  general  is  increased  by  one  during 
any  period  of  that  fiscal  year  that  an  officer 
of  the  Army  is  serving  as  the  Director  of  the 
Department  of  Defense  Task  Force  on  Drug 
Enforcement.  An  additional  officer  in  a 
grade  above  major  general  by  reason  of  this 
paragraph  may  not  be  in  the  grade  of  gener- 
al. 

(2)  Air  Force  Generals.— The  number  of 
officers  of  the  Air  Force  authorized  to  be 
serving  on  active  duty  in  the  grade  of  gener- 
al is  increased  by  one  during  any  period  of 
that  fiscal  year  that  a  general  of  the  Air 
Force  is  serving  as  Director  of  the  Strategic 
Defense  Initiative  Organization. 

(3)  Navy  Vice  Admirals.— The  number  of 
officers  of  the  Navy  authorized  to  be  serving 
on  active  duty  in  a  grade  above  rear  admiral 
is  increased  by  three.  None  of  the  additional 
officers  in  grades  above  rear  admiral  by 
reason  of  this  paragraph  may  be  in  the 
grade  of  admiral. 

(4)  Marine  Corps  General  Officers.— 
The  number  of  officers  of  the  Marine  Corps 
authorized  to  be  serving  on  active  duty  in 
grades  above  major  general  is  increased  by 
one,  plus  an  additional  one  during  any 
period  of  that  fiscal  year  that  an  officer  of 
the  Marine  Corps  is  serving  as  the  Com- 
mander-in-Chief of  the  United  States  Cen- 
tral Command.  An  additional  officer  in  a 


grade  above  major  general  by  reason  of  this 
paragraph  may  not  be  in  the  grade  of  gener- 
al, unless  a  Marine  Corps  officer  is  serving 
as  the  Commander-in-Chief  of  the  United 
States  Central  Command,  in  which  case  one 
of  the  additional  officers  authorized  by  this 
paragraph  may  serve  in  the  grade  of  gener- 
al. 

TITLE  VI— COMPENSATION  AND  OTHER 
PERSONNEL  BENEFITS 

Part  A— Basic  Pay  and  Allowances 

SEC.  601.  MILITARY  PAY  RAISE  FOR  FISCAL  YEAR 
1987 

(a)  Waiver  of  Section  1009  Adjdst- 
MENT.— Any  adjustment  required  by  section 
1009  of  title  37,  United  States  Code,  in  ele- 
ments of  compensation  of  members  of  the 
uniformed  services  to  become  effective 
during  fiscal  year  1987  shall  not  be  made. 

(b)  Four  Percent  Increase  in  Basic  Pay 
and  Basic  Allowance  for  Subsistence.— 
The  rates  of  basic  pay  and  basic  allowance 
for  subsistence  of  members  of  the  uni- 
formed services  are  increased  by  4  percent 
effective  on  October  1,  1986. 

(c)  Average  Four  Percent  Increase  in 
Basic  Allowance  for  Quarters.— Effective 
October  1,  1986.  the  rates  of  basic  allowance 
for  quarters  authorized  by  section  403(a)  of 
title  37,  United  States  Code,  are  as  follows: 
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'  Payable  to  a  member  without  dependents  who 
under  section  403  (b)  or  (c)  of  title  37.  tJnited  Steles 
Code,  is  not  entitled  to  receive  a  basic  allowance  for 
quarters. 

"  Applies  to  commissioned  officers  with  over  4 
years'  active  duty  as  an  enlisted  member,  warrant 
officer,  or  both. 

(d)  Four  Percent  Increase  in  Cadet  and 
Midshipman  Pay.— Effective  October  1. 
1986.  section  203(c)(1)  of  title  37.  United 
States  Code,  is  amended  by  striking  out 
"$461.40"  and  inserting  in  lieu  thereof 
•$499.20". 

SEC.  S02.  REIMBURSEMENT  FOR  ACCOMMODATIONS 
IN  PLACE  OF  QUARTERS 

(a)  Limitation  on  Amount  Available  for 
Reimbursements  During  Fiscal  Years  1987 
Through  1991.— Section  7572(b)(3)  of  title 
10.  United  States  Code,  is  amended  to  read 
as  follows: 


"(3)  The  total  amount  of  reimbursement 
under  this  subsection  may  not  exceed 
$1,421,000  for  fiscal  year  1986  and  $1,657,000 
for  each  of  the  fiscal  years  1987  through 
1991.". 

(b)  Extension  of  Authority.— Section  3 
of  Public  Law  96-357  (10  U.S.C.  7572  note)  U 
amended  by  striking  out  "September  30, 
1986"  and  inserting  in  lieu  thereof  "Septem- 
ber 30. 1991". 

SEC.  603.  ADVANCE  PAY  FOR  SENIOR  ROTC  MEM- 
BERS IN  CERTAIN  CIRCUMSTANCES 

Section  1006  of  title  37.  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  subsection: 

"(j)  Under  regulations  prescribed  by  the 
Secretary  concerned,  not  more  than  one 
month's  pay  may  be  paid  in  advance  to  a 
member  enrolled  in  a  program  established 
under  chapter  103  of  title  10,  who  is  ordered 
to  participate  in  field  training  or  a  practice 
cruise  authorized  by  section  2109  of  title 
10.". 

SEC.  «04.  TERMINATION  OF  PAY  INEQUITY  BE- 
TWEEN OFFICERS  AND  ENLISTED 
PERSONNEL  IN  CERTAIN  HEALTH 
PROFESSIONS  TRAINING 

(a)  Students  at  Uniformed  Services  Uni- 
versity OF  THE  Health  Sciences.— Section 
2114(b)  of  title  10,  United  States  Code,  is 
amended  by  inserting  "(but  not  in  pay  grade 
O-IE)"  after  "pay  grade  O-l"  in  the  second 
sentence. 

(b)  Students  in  Health  Professions 
Scholarship  Prcxsram.— Section  2121(c)  of 
title  10,  United  States  Code,  is  amended  by 
inserting  "(but  not  in  pay  grade  O-IE)" 
after  "pay  grade  O-l"  in  the  second  sen- 
tence. 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on 
January  1,  1987,  but  shall  not  apply  to  any 
person  who  on  or  before  that  date  was  at- 
tending, or  had  been  selected  to  attend,  the 
Uniformed  Services  University  of  the 
Health  Sciences  or  who  had  signed  an  agree- 
ment pursuant  to  section  2122(2)  of  title  10, 
United  States  Code. 

Part  B— Travel  and  Transportation 

SEC.  611.  IMPROVED  DISLOCATION  ALLOWANCE 

(a)  In  General.— Section  407  of  title  37, 
United  SUtes  Code,  is  amended  to  read  as 
follows: 

"§  407.  Travel  and  transporution  allowances:  dis- 
location allowance 

"(a)  Except  as  provided  in  subsections  (b), 
(c),  and  (d)  of  this  section  and  under  regula- 
tions prescribed  by  the  Secretary  concerned, 
a  member  of  a  uniformed  service  is  entitled 
to  a  dislocation  allowance  equal  to  the  basic 
allowance  for  quarters  for  two  months  as 
provided  for  the  member's  pay  grade  and 
dependency  status  in  section  403  of  this  title 
if- 

"(1)  the  member's  dependents  actually 
make  an  authorized  move  in  connection 
with  the  member's  change  of  permanent 
station,  including— 

"(A)  a  move  to  join  the  member  at  the 
member's  duty  station  after  an  unaccompa- 
nied tour  of  duty  when  the  member's  next 
tour  of  duty  is  an  accompanied  tour  at  the 
same  station:  and 

"(B)  a  move  to  a  location  designated  by 
the  member  after  an  accompanied  tour  of 
duty  when  the  member's  next  tour  of  duty 
is  an  unaccompanied  tour  at  the  same  duty 
station; 

"(2)  the  member's  dependents  actually 
move  pursuant  to  section  405a(a).  406(e), 
406(h),  or  554  of  this  title; 
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"(3)  the  member's  dependents  actually 
move  from  their  place  of  residence  under 
circumstances  described  in  section  406a  of 
this  title:  or 

"(4)  the  member  is  without  dependents 
and— 

"(A)  actually  moves  to  a  new  permanent 
station  where  not  assigned  to  quarters  of 
the  United  States;  or 

"(B)  actually  moves  from  a  place  of  resi- 
dence under  circumstances  described  in  sec- 
tion 406a  of  this  title. 

If  a  dislocation  allowance  is  paid  under 
clause  (3)  or  (4MB),  the  member  is  not  enti- 
tled to  a  dislocation  allowance  under  clause 
(1). 

"(b)  Under  regulations  prescribed  by  the 
Secretary  concerned,  whenever  a  member  is 
entitled  to  a  dislocation  allowance  under 
subsection  (a)(3)  or  (a)(4)(B)  of  this  section, 
the  member  is  also  entitled  to  a  second  dis- 
location allowance  equal  to  the  basic  allow- 
ance for  quarters  for  two  months  as  provid- 
ed for  a  member's  pay  grade  and  dependen- 
cy status  in  section  403  of  this  title  if.  subse- 
quent to  the  member  or  member's  depend- 
ents actually  moving  from  their  place  of  res- 
idence under  circumstances  described  in  sec- 
tion 406a  of  this  title,  the  member  or  mem- 
ber's dependents  complete  that  move  to  a 
new  location  and  then  actually  move  from 
that  new  location  to  another  location  also 
under  circumstances  described  in  section 
406a  of  this  title.  If  a  second  dislocation  al- 
lowance is  paid  under  this  subsection,  the 
member  is  not  entitled  to  a  dislocation  al- 
lowance under  subsection  (a)(1)  of  this  sec- 
tion in  connection  with  those  moves. 

"(c)  A  member  is  not  entitled  to  more 
than  one  dislocation  allowance  during  a 
fiscal  year  unless— 

"(1)  the  Secretary  concerned  finds  that 
the  exigencies  of  the  service  require  the 
member  to  make  more  than  one  change  of 
permanent  station  during  the  fiscal  year: 

"(2)  the  member  is  ordered  to  a  service 
school  as  a  change  of  permanent  station: 

"(3)  the  member's  dependents  are  covered 
by  section  405a(a),  406(e),  406(h),  or  554  of 
this  title:  or 

"(4)  the  member  or  the  member's  depend- 
ents are  covered  by  subsection  (a)(3). 
(a)(4)(B),  or  (b)  of  this  section. 
This  subsection  does  not  apply  in  time  of 
national  emergency  declared  after  April  1. 
1975,  or  in  time  of  war. 

"(d)  A  member  is  not  entitled  to  payment 
of  a  dislocation  allowance  when  ordered 
from  his  home  to  the  first  duty  station  or 
from  the  last  duty  station  to  his  home. 

"(e)  For  purposes  of  this  section,  a 
member  whose  dependents  may  not  make 
an  authorized  move  in  connection  with  a 
change  of  permanent  station  is  considered  a 
member  without  dependents.". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  take  effect  on 
October  1,  1986,  or  the  date  of  the  enact- 
ment of  this  Act,  whichever  is  later,  and 
shall  apply  only  to  moves  which  commence 
on  or  after  that  effective  date. 

SEC    «I2.    OVERSEAS    TRANSPORTATION    OF    PRI- 
VATELY OWNED  MOTOR  VEHICLES 

(a)  In  General.— Section  2634  of  title  10. 
United  States  Code,  is  amended— 
(1)  in  subsection  (a)— 

(A)  by  striking  out  "or"  at  the  end  of 
clause  (3); 

(B)  by  striking  out  the  period  at  the  end 
of  clause  (4)  and  inserting  in  lieu  thereof  ": 
or":  and 

(C)  by  adding  after  clause  (4)  the  follow- 
ing new  clause: 
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"(5)  in  the  case  of  movement  to  or  from 
Europe  by  shipping  services  described  in 
clause  (1),  (2),  or  (3),  transportation  be- 
tween the  ocean  port  and  one  or  more 
inland  points  in  Germany,  designated  by 
the  Secretary  concerned,  by  inland  water- 
way or  overland,  whichever  is  most  cost  ef- 
fective for  the  Government  considering  all 
operational,  travel,  and  transportation  re- 
quirements.": and 

(2)  by  redesignating  subsections  (b)  and 
(c)  as  subsections  (c)  and  (d),  respectively, 
and  inserting  after  subsection  (a)  the  fol- 
lowing new  subsection: 

"(b)  When  a  member,  assigned  to  a  mili- 
tary unit,  is  ordered  to  make  a  change  of 
permanent  station  incident  to  the  overseas 
movement  of  that  unit,  one  motor  vehicle, 
as  described  in  subsection  (a),  may  be  trans- 
ported between  the  member's  permanent 
stations  at  the  expense  of  the  United 
States.". 

(b)  Effective  Date.— The  amendments 
made  by  subsection  (a)  shall  take  effect  on 
October  1,  1986,  or  the  date  of  the  enact- 
ment of  this  Act.  whichever  is  later,  and 
shall  apply  only  with  respect  to  the  trans- 
portation of  motor  vehicles  commencing  on 
or  after  that  effective  date. 

SEC.  6I.r  GOVERNME.NT  TRANSPORTATION  OF  PRI- 
VATELY OWNED  .MOTOR  VEHICLES  IN 
I'NSAFE  CONDITU)NS 

(a)  In  General.— Section  2634  of  title  10, 
United  States  Code,  as  amended  by  section 
612  of  this  Act,  is  further  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(e)  If  the  Secretary  concerned  deter- 
mines that  transportation  of  a  member's 
motor  vehicle  between  such  member's  last 
duty  station  and  the  customary  ports  of  em- 
barkation or  debarkation  is— 

"(1)  a  threat  to  security  or  the  member's 
personal  safety:  or 

"(2)  dangerous  because  of  hazardous  road, 
terrain,  weather,  or  similar  adverse  condi- 
tions, 

such  transportation  may  be  provided  at  the 
expense  of  the  United  States. ". 

(b)  Prohibition  on  Payment  of  Mone- 
tary Allowance  When  Government  Trans- 
portation Furnished.— Section  406(b)(1)(B) 
of  title  37,  United  States  Code,  is  amended 
by  adding  at  the  end  the  following  new  sen- 
tence: "Such  monetary  allowance  may  not 
be  paid  when  the  motor  vehicle  is  transport- 
ed at  the  expense  of  the  Government  under 
subsection  (b)  or  (e)  of  section  2634  of  title 
10.". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  Oc- 
tober 1,  1986,  or  the  date  of  the  enactment 
of  this  Act,  whichever  is  later,  and  shall 
apply  only  with  respect  to  the  transporta- 
tion of  motor  vehicles  commencing  on  or 
after  that  effective  date. 

SEC.  SIL  TRANSPORTATION  AND  STORAGE  OF 
HOl'SEHOLD  (;OOI)S 

(a)  Administration  of  Storage  of  Excess 
Household  Goods.— Section  406(d)  of  title 
37,  United  States  Code,  is  amended  by  in- 
serting after  the  second  sentence  the  follow- 
ing new  sentence:  ""In  the  event  a  member's 
baggage  and  household  effects  exceed  such 
maximum  weight  limitation,  the  Secretary 
concerned  may  pay  the  costs  for  the  non- 
temporary  storage  of  that  excess  weight  and 
collect  the  amount  paid  from  the  member's 
pay  and  allowances,  or  collect  the  amount  in 
such  other  maimer  as  the  Secretary  con- 
cerned determines  appropriate.". 

(b)  Early  Return  Shipment  of  House- 
hold Goods  and  Privately  Owned  Motor 


Vehicles  Prom  Overseas.— ( 1 )  Section  406 
of  such  title  is  amended— 

(1)  by  redesignating  subsection  (1)  as  sub- 
section (m):  and 

(2)  by  inserting  after  subsection  (k)  the 
following  new  subsection  (1): 

"(1)  Under  uniform  regulations  prescribed 
by  the  Secretaries  concerned,  a  member 
with  dependents  who  is  ordered  to  make  an 
overseas  permanent  change  of  station  and 
who.  in  anticipation  of  his  dependents  ac- 
companying him  overseas,  ships  baggage 
and  household  effects  to  that  overseas  sta- 
tion, may  be  authorized  a  return  shipment 
of  the  baggage  and  household  effects  if. 
subsequent  to  the  shipment,  the  member's 
dependents  are  unable  to  accompany  him 
overseas  and  the  Secretary  concerned  deter- 
mines that  such  inability  was  unexpected 
and  uncontrollable.". 

(2)  Section  2634  of  title  10,  United  States 
Code,  as  amended  by  sections  612  and  613  of 
this  Act.  is  further  amended  by  adding  at 
the  end  the  following  new  subsection: 

"(f)  When  the  Secretary  concerned  makes 
a  determination  under  section  406(1)  of  title 
37  that  the  dependents  of  a  member  on  a 
permanent  change  of  station  are  unable  to 
accompany  the  member  to  an  overseas  duty 
station  because  of  unexpected  and  uncon- 
trollable circumstances,  and  the  member 
shipped  a  motor  vehicle  pursuant  to  this 
section  in  anticipation  of  a  dependent  ac- 
companying the  member  to  the  new  duty 
station,  the  member  may  reship  or  trans- 
ship such  motor  vehicle  in  accordance  with 
this  section.'". 

(c)  Effective  Dates.— (1)  The  amendment 
made  by  subsection  (a)  shall  apply  to  mem- 
bers whose  baggage  and  household  goods 
enter  nontemporary  storage  on  or  after 
such  date. 

(2)  The  amendments  made  by  subsection 
(b)  shall  take  effect  on  October  1,  1986,  or 
the  date  of  the  enactment  of  this  Act. 
whichever  is  later,  and  shall  apply  with  re- 
spect to  members  whose  dependents  are 
unable  to  accompany  them  to  an  overseas 
permanent  duty  station  because  of  circum- 
stances arising  on  or  after  that  effective 
date. 

SEC.  6I.S.  CONTINGENT  AITHORIZATION  FOR  FLAT- 
RATE  PER  DIEM  SYSTEM 

(a)  In  General.— Subsection  (d)  of  section 
404  of  title  37.  United  States  Code,  is 
amended— 

(1)  in  paragraph  (IMB)  by  striking  out 
"Transportation"  and  inserting  in  lieu 
thereof  "Subject  to  paragraph  (2).  transpor- 
tation"': 

(2)  in  paragraph  (1)(C).  by  striking  out 
"clause  (1)  of  this  sut»section  "  and  inserting 
in  lieu  thereof  "subparagraph  (A)  of  this 
paragraph": 

(3)  by  redesignating  paragraph  (2)  as 
paragraph  (3): 

(4)  by  inserting  after  paragraph  (1)  the 
following  new  paragraph  (2): 

""(2)(A)  With  respect  to  any  fiscal  year  for 
which  a  certification  has  been  made  by  the 
Secretary  of  Defense  under  paragraph  (5)  of 
this  subsection,  the  travel  and  transporta- 
tion allowance  in  subparagraph  (B)  of  this 
paragraph  is  authorized  in  the  place  of  the 
travel  and  transportation  allowance  author- 
ized under  paragraph  (1)(B)  of  this  subsec- 
tion. 

"(B)  The  travel  and  transportation  allow- 
ance authorized  under  subparagraph  (A)  of 
this  paragraph  with  respect  to  a  fiscal  year 
referred  to  in  such  subparagraph  is  trans- 
portation in  kind,  reimbursement  therefor, 
or  monetary  allowance  as  provided  in  para- 
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graph  (1)(A)  of  this  subsection,  plus  a  pay- 
ment in  lieu  of  subsistence  as  provided  in 
paragraph  (4)  of  this  subsection.  Such  pay- 
ment shall  be  sufficient  to  meet  normal  and 
necessary  expenses  in  the  area  to  which 
travel  is  performed.";  and 

(5)  in  paragraph  (3),  as  redesignated  by 
clause  (3)— 

(A)  by  striking  out  •'Under"  and  inserting 
In  lieu  thereof  "Except  as  provided  in  para- 
graph (4)  of  this  subsection  and  under":  and 

(B)  by  adding  at  the  end  the  following 
new  paragraphs: 

'•(4)(A)  With  respect  to  any  fiscal  year  for 
which  a  certification  has  been  made  under 
paragraph  (5)  of  this  subsection,  the  provi- 
sions of  subparagraphs  (B),  (C),  and  (D)  of 
this  paragraph  shall  apply  rather  than 
paragraph  (3)  of  this  subsection. 

"(B)  Under  regulations  prescribed  by  the 
Secretary  of  Defense,  a  member  of  a  uni- 
formed service  entitled  to  travel  and  trans- 
portation allowances  under  subsection  (a)  is 
entitled  to  any  of  the  following: 

"(i)  A  per  diem  allowance  at  a  rate  not  to 
exceed  that  established  by  the  Secretary  of 
Defense. 

"(ii)  Reimbursement  for  the  actual  and 
necessary  expenses  of  official  travel  not  to 
exceed  an  amount  established  by  the  Secre- 
tary of  Defense. 

"(iii)  A  combination  of  payments  de- 
scribed in  clauses  (i)  and  (ii)  of  this  subpara- 
graph. 

"(C)  Any  per  diem  allowance  or  maximum 
amount  of  reimbursement  shall  be  estab- 
lished, to  the  extent  feasible,  by  locality. 

"(D)  For  travel  consuming  less  than  a  full 
day,  the  payment  prescribed  by  regulations 
shall  be  allocated  in  such  manner  as  the 
Secretary  of  Defense  may  prescribe. 

"(5)(A)  The  travel  and  transportation  al- 
lowances authorized  by  paragraphs  (2)  and 
(4)  of  this  subsection  shall  apply  to  any 
fiscal  year  with  respect  to  which  the  Secre- 
tary of  Defense  has  certified  that  the  over- 
all cost  to  the  United  States  of  the  payment 
of  allowances  under  such  paragraphs  would 
not  exceed  the  overall  cost  to  the  United 
States  of  the  payment  of  allowances  under 
paragraphs  (1)(B)  and  (3)  of  this  subsection. 

■■(B)  A  certification  by  the  Secretary  of 
Defense  under  subparagraph  (A)  of  this 
paragraph  shall— 

■'(i)  include  a  comparison  of  the  overall 
costs  to  the  United  States  under  the  two 
methods  referred  to  in  such  subparagraph 
of  computing  allowances;  and 

■■(ii)  be  transmitted  to  the  Committees  on 
Armed  Services  of  the  Senate  and  the 
House  of  Representatives  at  least  60  days 
before  the  beginning  of  a  fiscal  year  with  re- 
spect to  which  a  certification  is  made  under 
such  subparagraph. ". 

(b)  Application  to  Fiscal  Year  1987.— (1) 
Notwithstanding  paragraph  (5)(B)(ii)  of  sec- 
tion 404(d)  of  title  37.  United  States  Code, 
as  added  by  subsection  (a),  a  certification 
under  paragraph  (5)(A)  of  such  section  with 
respect  to  fiscal  year  1987  may  be  transmit- 
ted to  the  committees  named  in  such  para- 
graph at  any  time  during  such  fiscal  year. 

(2)  If  a  certification  is  made  under  para- 
graph (5)(A)  of  section  404(d)  of  title  37, 
United  States  Code,  with  respect  to  fiscal 
year  1987,  the  amendments  made  by  subsec- 
tion (a)  of  this  section  shall  apply  to  travel 
and  transportation  of  members  of  the  uni- 
formed services  commencing  more  than  60 
days  after  the  date  on  which  the  certifica- 
tion is  made. 


SEC  616.  TRAVF.L  EXPENSES  FOR  OVERSEAS  DE- 
PENDENTS REQllRIN(i  MEDICAI. 
CARE  IN  CERTAIN  CIRCl'MSTANCES 

(a)  In  General.— Section  1040(a)  of  title 
10,  United  States  Code,  is  amended  by  strik- 
ing out  the  comma  after  "  attendants" '  and 
all  that  follows  in  the  third  sentence  and  in- 
serting in  lieu  thereof  a  period  and  the  fol- 
lowing: "In  addition  to  transportation  of  a 
dependent  at  the  expense  of  the  United 
States  authorized  under  this  subsection, 
reasonable  travel  expenses  incurred  in  con- 
nection with  the  transportation  of  the  de- 
pendent may  be  paid  at  the  expense  of  the 
United  States.  Travel  expenses  authorized 
by  this  section  may  include  reimbursement 
for  necessary  local  travel  in  the  vicinity  of 
the  medical  facility  involved.  The  transpor- 
tation and  travel  expenses  authorized  by 
this  section  may  be  paid  in  advance.". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  take  effect  on 
October  1,  1986,  or  the  date  of  the  enact- 
ment of  this  Act.  whichever  Is  later,  and 
shall  apply  only  to  travel  performed  on  or 
after  that  effective  date. 

SEC.  617.  AITHORIZATION  LIMIT  ON  FINDS  FOR 
PCS  TRAVEL 

There  are  authorized  to  be  appropriated 
for  fiscal  year  1987  not  more  than 
$2,657,553,000  for  permanent  change  of  sta- 
tion travel  for  active  duty  military  person- 
nel. 

Part  C— Bonuses  and  Special  and  Incentive 
Pays 

sec.  621.  enhanced  aviation  officer  continl- 
ation  pay 
Section  301b(e)  of  title  37,  United  States 
Code,  is  amended— 

(1)  in  paragraph  (1),  by  Inserting  "execut- 
ed before  the  date  of  the  enactment  of  the 
Department  of  Defense  Authorization  Act, 
1987. "  after  "agreement":  and 

(2)  In  the  third  sentence  of  paragraph  (3), 
by  striking  out  "less  than  seven  years "  and 
inserting  in  lieu  thereof  "less  than  eight 
years". 

SEC.  622.  INCLl'SION  OF  AVIATION  CADETS  CNDER 
AVIATION  CAREER  INCENTIVE  PAY 

(a)  In  General.— (1)  Section  301a(a)(6)  of 
title  37.  United  States  Code,  Is  amended— 

(A)  by  striking  out  "and "  at  the  end  of 
clause  (A): 

(B)  by  striking  out  the  period  at  the  end 
of  clause  (B)  and  Inserting  in  lieu  thereof  a 
semicolon  and  ""and":  and 

(C)  by  inserting  after  clause  (B)  the  fol- 
lowing new  clause: 

"(C)  officer'  includes  an  individual  enlist- 
ed, and  designated,  as  an  aviation  cadet 
under  section  6911  of  title  10. ". 

(2)  Section  301a(b)(l)  of  such  title  is 
amended  by  striking  out  "an  officer  in  pay 
grades  O-l  through  O-IO"  and  inserting  in 
lieu  thereof  "a  member". 

(b)  Effective  Date.— The  amendments 
made  by  subsection  (a)  shall  apply  only 
with  respect  to  those  members  of  the  Armed 
Forces  who  are  aviation  cadets  on  or  after 
the  date  of  the  enactment  of  this  Act.  Serv- 
ice as  an  aviation  cadet  before  that  date 
shall  not  be  counted  for  any  purpose  under 
section  301a  of  title  37,  United  States  Code. 

SEC.  623.  SPECIAL  AITHORITY  RELATINCJ  "TO  THE 
PAYMENT  OK  SELECTED  RESERVE  EN- 
LIST.MENT  BONCS 

(a)  In  GENERAL.-The  SecreUry  concerned 
may  pay  an  enlistment  bonus  under  section 
308c  of  title  37,  United  States  Code,  to  any 
person  who  enlisted  in  the  Selected  Reserve 
of  the  Ready  Reserve  of  an  Armed  Force 
during  the  period  beginning  on  October  1, 
1985,  and  ending  on  November  8.  1985,  if 
such  person— 


(1)  has  not  been  paid  an  enlistment  or  re- 
enlistment  bonus  under  section  308c  or  308b 
of  title  37,  United  States  Code,  since  that 
period;  and 

(2)  enlisted  in  the  good  faith  belief  (as  de- 
termined by  the  Secretary  concerned)  that 
he  would  be  paid  an  enlistment  bonus  under 
section  308c  of  title  37.  United  States  Code. 

(b)  Definition.— As  used  in  subsection  (a), 
the  term  "Secretary  concerned"  has  the 
meaning  provided  in  section  101(5)  of  title 
37,  United  States  Code. 

SEC.  624.  SPECIAL  PAY  FOR  MEMBERS  PROFICIENT 
IN  FOREIGN  LANGl  AGES 

(a)  Authority  for  Special  Pay.— Chapter 
5  of  title  37,  United  States  Code,  is  amended 
by  adding  at  the  end  the  following  new  sec- 
tion: 

"§316.  Special  pay:  foreign  lanfruaKe  proficienc)' 
pay 

••(a)  A  member  of  the  armed  forces  who- 
'd) is  entitled  to  basic  pay  under  section 
204  of  this  title: 

"(2)  has  been  certified  by  the  Secretary 
concerned  within  the  past  12  months  to  be 
proficient  In  a  foreign  language  identified 
by  the  Secretary  of  Defense  as  being  a  lan- 
guage in  which  It  is  necessary  to  have  per- 
sonnel proficient  because  of  national  de- 
fense considerations:  and 

""(3)(A)  Is  qualified  in  a  military  specialty 
requiring  such  proficiency: 

"(B)  received  training,  under  regulations 
prescribed  by  the  Secretary  concerned,  de- 
signed to  develop  such  proficiency: 

"(C)  is  assigned  to  military  duties  requir- 
ing such  a  proficiency:  or 

■(D)  is  proficient  in  a  foreign  language  for 
which  the  Secretary  of  Defense  may  have  a 
critical  need. 

may  be  paid  special  pay  under  this  section 
in  addition  to  any  other  pay  or  allowance  to 
which  the  member  is  entitled. 

"■(b)  The  monthly  rate  for  special  pay 
under  subsection  (a)  of  this  section  shall  not 
exceed  $100  as  determined  by  the  Secretary 
concerned. 

■"(c)(1)  Under  regulations  prescribed  by 
the  Secretary  concerned,  and  to  the  extent 
provided  for  in  appropriation  Acts,  when  a 
member  of  a  reser\'e  component  of  the 
armed  forces  who  is  entitled  to  compensa- 
tion under  section  206  of  this  title  meets  the 
requirements  for  special  pay  authorized  in 
subsection  (a),  except  the  requirement  pre- 
scribed in  subsection  (a)(1).  the  memb*'r 
may  be  paid  an  increase  In  compensation 
equal  to  '/soth  of  the  monthly  special  pay 
authorized  under  subsection  (b)  for  a 
member  who  is  entitled  to  basic  pay  under 
section  204  of  this  title. 

"(2)  A  member  eligible  for  increased  com- 
pensation under  paragraph  ( 1 )  shall  be  paid 
such  increase— 

"(A)  for  each  regular  period  of  instruc- 
tion, or  period  of  appropriate  duty.  In  which 
he  is  engaged  for  at  least  two  hours.  Includ- 
ing instruction  received  or  duty  performed 
on  a  Sunday  or  holiday:  and 

"(B)  for  each  period  of  performance  of 
such  other  equivalent  training,  instruction, 
duty,  or  appropriate  duties,  as  the  Secretary 
concerned  may  prescribe. 

■■(3)  This  subsection  does  not  apply  to  a 
member  who  is  entitled  to  basic  pay  under 
section  204  of  this  title. 

•■(d)  This  section  shall  be  administered 
under  regulations  prescribed  by  the  Secre- 
tary of  Defense  for  the  armed  forces  under 
his  Jurisdiction  and  by  the  Secretary  of 
Transportation  for  the  Coast  Guard  when 
the  Coast  Guard  is  not  operating  as  a  serv- 
ice in  the  Navy.'. 
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(b)  CoNroRMiNG  Amendment.— The  table 
of  sections  at  the  beginning  of  such  chapter 
is  amended  by  adding  at  the  end  the  follow- 
ing new  item: 

"316.  Special  pay:  foreign  language  profi- 
ciency pay.". 

(c)  Effective  Date.— The  amendmenu 
made  by  this  section  shall  take  effect  on  Oc- 
tober 1,  1986,  or  the  date  of  the  enactment 
of  this  Act.  whichever  is  later,  and  shall 
apply  with  respect  to  pay  periods  beginning 
on  or  after  that  effective  date. 

(d)  Limitations  on  Obligations.— Of  the 
funds  appropriated  or  otherwise  made  avail- 
able for  military  personnel  during  fiscal 
year  1987,  not  more  than  $7,300,000  may  be 
obligated  or  expended  for  the  payment  of 
the  special  pay  authorized  by  section  316  of 
title  37,  United  SUtes  Code,  as  added  by 
this  section. 

SEC.  (2S.  SPECIAL  PAY  FOR  BOARD  CERTIFIED  PSY- 
CHOLOCISTS 

(a)  In  General.— Chapter  5  of  title  37, 
United  States  Code,  is  amended  by  inserting 
after  section  302b  the  following  new  section: 
"9  302c.  Special  pay:  psychologists 

"(a)  A  member  who  is— 

"(1)  an  officer  in  a  corps  of  the  Army 
Medical  Department,  an  officer  in  the 
Bureau  of  Medicine  and  Surgery  of  the 
Navy,  or  an  officer  of  the  Air  Force  desig- 
nated as  a  psychologist;  and 

"(2)  has  been  awarded  a  diploma  as  a  Dip- 
lomate  in  Psychology  by  the  American 
Board  of  Professional  Psychology, 

is  entitled  to  special  pay,  as  provided  in  sub- 
section (b). 

■(b)  The  rate  of  special  pay  to  which  an 

officer  is  entitled  pursuant  to  subsection  (a) 

shall  he- 
'd) $2,000  per  year,  if  the  officer  has  less 

than  10  years  of  creditable  service; 
"(2)  $2,500  per  year,  if  the  officer  has  at 

least  10  but  less  than  12  years  of  creditable 

service; 
"(3)  $3,000  per  year,  if  the  officer  has  at 

least  12  but  less  than  14  years  of  creditable 

service; 
"(4)  $4,000  per  year,  if  the  officer  has  at 

least  14  but  less  than  18  years  of  creditable 

service;  or 
"(5)  $5,000  per  year,  if  the  officer  has  18 

or  more  years  of  creditable  service.". 

(b)  Conforming  Amendments.— ( 1 )  Section 
303a  of  title  37,  United  States  Code,  is 
amended  by  inserting  '302c,"  after  "302b. " 
each  place  it  appears. 

(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  inserting 
after  the  item  relating  to  section  302b  the 
following  new  item: 

"302c.  Special  pay:  psychologists.". 

(c)  Effective  Date.— The  amendmenU 
made  by  this  section  shall  take  effect  on  Oc- 
tober 1,  1986,  or  on  the  date  of  the  enact- 
ment of  this  Act,  whichever  is  later,  and 
shall  apply  with  respect  to  pay  periods  be- 
ginning on  or  after  that  effective  date. 

Part  D— Miscellaneous  Benefits 
sec.  «3i.  improved  death  gratuity 

(a)  In  General.— The  first  sentence.of  sec- 
tion 1478  of  title  10,  United  States  Code,  is 
amended  to  read  as  follows:  "The  death  gra- 
tuity payable  under  sections  1475  through 
1477  of  this  title  shall  be  equal  to  the  total 
of  three  months'  basic  pay,  basic  allowance 
for  quarters,  and  basic  allowance  for  subsist- 
ence at  the  rates  to  which  the  decedent  was 
entitled  on  the  date  of  death,  except  that 
the  gratuity  may  not  be  less  than  $3,000  or 
more  than  $9,000.". 
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(b)  Repeal  of  Housing  Occupancy  Bene- 
fit.—Section  403(1)  of  title  37,  United  States 
Code,  is  repealed. 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  Oc- 
tober 1,  1986,  or  on  the  date  of  the  enact- 
ment of  this  Act,  whichever  is  later,  and 
shall  apply  with  respect  to  deaths  occurring 
on  or  after  that  effective  date. 

SEC.  832.  ALTHORITY  "TO  PAY  BANK  CHARGES  IN 
THE  EVENT  OF  GOVERNMENT  ERROR 
IN  MANDA"rORV  DIRECT  DEPOSIT  OF 
MEMBERS"  PAY 

(a)  In  General.— Chapter  53  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 

"§  1051.  Relief  for  expenses  because  of  error  in 

mandatory  direct  deposit  of  pay 

"'A  member  of  an  armed  force  who,  pursu- 
ant to  law  or  regulation,  is  required  to  par- 
ticipate in  a  program  for  the  automatic  de- 
posit of  pay  to  a  financial  institution,  as 
provided  by  section  3332  of  title  31.  may  be 
reimbursed,  under  regulations  prescribed  by 
the  Secretary  concerned,  for  overdraft 
charges  levied  by  the  financial  institution 
when  such  charges  result  from  an  adminis- 
trative or  mechanical  error  on  the  part  of 
the  Government  that  causes  such  members 
pay  to  be  deposited  late  or  in  an  incorrect 
amount  or  manner.  Reimbursements  made 
pursuant  to  this  section  shall  be  made  from 
appropriations  available  for  the  pay  and  al- 
lowances of  members  of  the  armed  force 
concerned.". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  such  chapter 
Is  amended  by  adding  at  the  end  the  follow- 
ing new  item: 

""1051.  Relief  for  expenses  because  of  error 
in  mandatory  direct  deposit  of 
pay."'. 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  Oc- 
tober 1,  1986,  or  the  date  of  the  enactment 
of  this  Act,  whichever  is  later,  and  shall 
apply  only  with  respect  to  charges  levied  as 
a  result  of  errors  occurring  on  or  after  that 
effective  date. 

SEC.  633.  TRANSPORTATION  AND  MEDICAL  CARE 
FOR  DEPENDENTS  OF  CERTAIN  SEN- 
TENCED. DISCHARGED.  OR  DISMISSED 
MEMBERS 

(a)  Travel  and  Transportation  Allow- 
ances.—Section  406  of  title  37,  United  States 
Code,  is  amended— 

(1)  in  subsection  (a),  by  striking  out  the 
text  of  paragraph  (2)(A)  and  inserting  in 
lieu  thereof  the  following:  "Except  as  pro- 
vided in  subparagraph  (B)  of  this  para- 
graph, a  member  who— 

""(i)  is  separated  from  the  service  or  re- 
leased from  active  duty;  and 

"(ii)  on  the  date  of  his  separation  from 
the  service  or  release  from  active  duty,  has 
not  served  on  active  duty  for  a  period  of 
time  equal  to  at  least  90  percent  of  the 
period  of  time  for  which  he  initially  enlisted 
or  otherwise  initially  agreed  to  serve, 
may  be  provided  transportation  under  this 
subsection  for  his  dependents  only  by  trans- 
portation in  kind  by  the  least  expensive 
mode  of  transportation  available  or  by  a 
monetary  allowance  that  does  not  exceed 
the  cost  to  the  Government  of  such  trans- 
portation in  kind.";  and 

(2)  in  subsection  (h)— 

(A)  by  striking  out  the  first  sentence  and 
inserting  in  lieu  thereof  the  following: 

"(1)  If  the  Secretary  concerned  deter- 
mines that  it  is  in  the  best  interests  of  a 
member  described  in  paragraph  (2)  or  his 
dependents  and  the  United  States,  the  Sec- 


retary may,  when  orders  directing  a  change 
of  permanent  station  for  the  member  con- 
cerned have  not  been  issued,  or  when  they 
have  been  issued  but  cannot  be  used  as  au- 
thority for  the  transportation  of  the  mem- 
ber's dependents,  baggage,  and  household 
effects— 

"(A)  authorize  the  movement  of  the  mem- 
ber's dependents,  baggage,  and  household 
effects  at  the  station  to  an  appropriate  loca- 
tion in  the  United  States  or  its  possessions 
or.  in  the  event  the  dependents  are  foreign 
nationals,  the  country  of  the  dependents' 
origin  and  prescribe  transportation  in  kind, 
reimbursement  therefor,  or  a  monetary  al- 
lowance in  place  thereof,  as  the  case  may 
be,  as  authorized  under  subsection  (a)  or  (b) 
of  this  section;  and 

"(B)  in  the  case  of  a  member  described  in 
paragraph  (2)(A),  authorize  the  transporta- 
tion of  one  motor  vehicle  that  is  owned  by 
the  member  (or  a  dependent  of  the 
member)  and  is  for  his  dependents"  personal 
use  to  that  location  by  means  of  transporta- 
tion authorized  under  section  2634  of  title 
10. ";  and 

(B)  by  adding  at  the  end  the  following 
new  paragraph: 

"(2)  A  member  referred  to  in  paragraph 
( 1)  is  a  member  who— 

"(A)  is  serving  at  a  station  outside  the 
United  States  or  in  Hawaii  or  Alaska; 

"(B)  receives  an  administrative  discharge 
under  other  than  honorable  conditions;  or 

"(C)  is  sentenced  by  a  court-martial  to  be 
confined  for  a  period  of  more  than  30  days, 
to  receive  a  dishonorable  or  bad-conduct  dis- 
charge, or  to  be  dismissed  from  a  uniformed 
service,  if  the  sentence  is  approved  under 
section  860(c)(2)  of  title  10. ". 

(b)  Medical  Care.— (1)  Section  1076  of 
title  10,  United  States  Code,  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

•"(e)(1)  Subject  to  paragraph  (3),  if— 

""(A)  a  member  of  a  uniformed  service  re- 
ceives a  dishonorable  or  bad-conduct  dis- 
charge or  is  dismissed  from  a  uniformed 
service  as  a  result  of  a  court-martial  convic- 
tion for  an  offense  involving  abuse  of  a  de- 
pendent of  the  member,  as  determined  in 
accordance  with  regulations  prescribed  by 
the  administering  Secretary  for  such  uni- 
formed service;  and 

"(B)  the  abused  dependent  needs  medical 
or  dental  care  for  an  injury  or  illness  result- 
ing from  the  abuse, 

the  administering  Secretary  may,  upon  re- 
quest of  the  abused  dependent,  furnish 
medical  or  dental  care  to  the  dependent  for 
the  treatment  of  such  injury  or  illness  in  fa- 
cilities of  the  uniformed  services. 

"(2)  Subject  to  paragraph  (3),  upon  re- 
quest of  any  dependent  of  a  member  of  a 
uniformed  service  punished  for  an  abuse  de- 
scribed in  paragraph  (1)(A),  the  administer- 
ing Secretary  for  such  uniformed  service 
may  furnish  medical  care  in  facilities  of  the 
uniformed  services  to  the  dependent  for  the 
treatment  of  any  adverse  health  condition 
resulting  from  such  dependent's  knowledge 
of  (A)  the  abuse,  or  (B)  any  injury  or  illness 
suffered  by  the  abused  person  as  a  result  of 
such  abuse. 

"(3)  Medical  and  dental  care  furnished  to 
a  dependent  of  a  member  of  the  uniformed 
services  in  facilities  of  the  uniformed  serv- 
ices under  paragraph  (1)  or  (2)— 

"(A)  shall  be  limited  to  the  health  care 
prescribed  by  section  1077  of  this  title; 

"(B)  shall  be  subject  to  the  availability  of 
space  and  facilities  and  the  capabilities  of 
the  medical  and  dental  staff;  and 
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"(C)  shall  terminate  1  year  after  the  date 
on  which  the  member  is  discharged  or  dis- 
missed from  a  uniformed  service  as  de- 
scribed in  paragraph  (IKA). ". 

(2)  Section  1079  of  such  title  is  amended 
by  adding  at  the  end  the  following  new  sub- 
section: 

'•(1)(1)  Contracts  entered  into  under  sub- 
section (a)  shall  also  provide  for  medical 
care  for  dependents  of  former  members  of 
the  uniformed  services  who  are  authorized 
to  receive  medical  and  dental  care  under 
section  1076(e)  of  this  title  in  facilities  of 
the  uniformed  services. 

"(2)  Except  as  provided  in  paragraph  (3), 
medical  care  in  the  case  of  a  dependent  de- 
scribed in  section  1076(e)  shall  be  furnished 
under  the  same  conditions  and  subject  to 
the  same  limitations  as  medical  care  fur- 
nished under  this  section  to  spouses  and 
children  of  members  of  the  uniformed  serv- 
ices described  in  the  first  sentence  of  sub- 
sccMon  (ft). 

"(3)  Medical  care  may  be  furnished  to  a 
dependent  pursuant  to  paragraph  (1)  only 
for  an  Injury,  illness,  or  other  condition  de- 
scribed in  section  1076(e)  of  this  title.". 

(c)  Effectivi;  Date.— (1)  The  amendments 
made  by  this  section  shall  take  effect  on  Oc- 
tober 1,  1986,  or  the  date  of  the  enactment 
of  this  Act,  whichever  is  later. 

(2)  The  amendment  made  by  subsection 
(a)(1)  shall  apply  only  with  respect  to  mem- 
bers discharged  or  released  from  active  duty 
on  or  after  the  effective  date  of  this  section. 

(3)  The  amendments  made  by  subsection 
(a)(2)  shall  apply  with  respect  to  depend- 
ents about  whom  a  determination  by  the 
Secretary  concerned  is  made  on  or  after  the 
effective  date  of  this  section. 

(4)  The  amendment  made  by  subsection 
(b)(1)  shall  apply  only  with  respect  to  de- 
pendents who  request  medical  or  dental 
care  on  or  after  the  effective  date  of  this 
section 

(5)  The  amendment  made  by  subsection 
(b)(2)  shall  apply  only  with  respect  to  care 
furnished  under  section  1079  of  title  10, 
United  States  Code,  on  or  after  the  effective 
date  of  this  section. 

SEC.  634.  IMPROVED  EMPLOYMENT  OPPORTUNI- 
TIES FOR  MILITARY  SPOUSES 

(a)  In  General.— Section  806(b)(2)  of  the 
Department  of  Defense  Authorization  Act. 
1986  (Public  Law  99-145;  99  Stat.  680)  is 
amended  by  striking  out  "GS-7"  and  insert- 
ing in  lieu  thereof  "GS-4". 

(b)  Eftective  Date.— The  amendment 
made  by  subsection  (a)  shall  take  effect  on 
October  1.  1986,  or  on  the  date  of  the  enact- 
ment of  this  Act,  whichever  is  later. 

SEC.  (as.  RETIREMENT  CREDIT  FOR  CERTAIN 
FORMER  NATIONAL  GUARD  TECHNI- 
CIANS 

(a)  In  General.— (1)  Section  8332(b)  of 
title  5,  United  SUtes  Code,  is  amended  by 
striking  out  the  next  to  the  last  sentence. 

(2)  Section  3(c)  of  the  National  Guard 
Technicians  Act  of  1968  (32  U.S.C.  709  note) 
is  amended  by  striking  out  the  last  sentence. 

(b)  Application  of  Subsection  (a).— (1) 
Except  as  provided  in  paragraph  (2),  the 
amendment  made  by  subsection  (a)(1)  ap- 
plies only  with  respect  to  individuals  sepa- 
rated from  Government  employment  on  or 
after  the  date  of  the  enactment  of  this  Act. 

(2)(A)  In  the  case  of  any  individual  who— 
(i)  was  employed  under  section  709  of  title 
32.  United  States  Code,  or  under  any  prior 
corresponding  provision  of  law.  before  Janu- 
ary 1,  1969;  and 

(ii)  was  separated  from  Government  em- 
ployment on  or  after  January  1.  1969,  and 
befDre  the  date  of  the  enactment  of  this 
Act, 


any  annuity  under  subchapter  III  of  chap- 
ter 83  of  title  S,  United  States  Code,  based 
on  such  individual's  service  (as  defined  in 
section  8331(12)  of  such  title)  shall  be  rede- 
termined to  take  into  account  the  amend- 
ment made  by  subsection  (a),  if  application 
therefor  is  received  by  the  Office  of  Person- 
nel Management  within  one  year  after  the 
date  of  the  enactment  of  this  Act. 

(B)  Any  change  in  an  annuity  resulting 
from  a  redetermination  under  subparagraph 
(A)  shall  apply  only  with  respect  to  monthly 
payments  accruing  after  the  date  of  the  en- 
actment of  this  Act. 

(C)  Any  individual  described  in  subpara- 
graph (A)  or  any  survivor  of  such  an  individ- 
ual may  make  a  deposit  under  section 
8334(c)  of  title  5,  United  SUtes  Code,  with 
respect  to  the  service  of  such  individual 
under  section  709  of  title  32,  United  States 
Code. 

(3)  Except  as  provided  in  paragraph  (4), 
the  amendment  made  by  subsection  (a)(2) 
applies  only  with  respect  to  an  individual 
performing  service  as  an  officer  or  employee 
of  the  Government  on  or  after  the  date  of 
the  enactment  of  this  Act  and  only  for  the 
purpose  of  determining— 

(A)  any  annual  leave  accruing  under  sec- 
tion 6303  of  title  5,  United  States  Code,  to 
the  individual  on  or  after  such  date;  and 

(B)  the  individual's  length  of  service  for 
the  purposes  of  entitlement  to  Federal  em- 
ployee death  and  disability  compensation, 
group  life  insurance  and  health  benefits, 
severance  pay.  tenure,  and  status. 

(4)(A)  The  amendment  made  by  subsec- 
tion (a)(2)  of  this  section  applies  with  re- 
spect to  any  individual  who  separated  from 
Government  employment  after  December 
31,  1968,  and  before  the  date  of  the  enact- 
ment of  this  Act,  for  the  purpose  of  deter- 
mining whether  such  individual  satisfies  the 
length  of  service  requirement  under  section 
8901(3)(A)  of  title  5,  United  States  Code  (re- 
lating to  the  definition  of  the  term  "annui- 
tant"),  for  the  purposes  of  chapter  89  of 
such  title. 

(B)  Any  individual  who  satisfies  the 
length  of  service  requirement  referred  to  in 
subparagraph  (A)  as  a  result  of  the  applica- 
tion of  the  amendment  made  by  subsection 
(a)(2)  shall  be  enrolled  in  a  health  benefiU 
plan  (described  in  section  8903  of  such  title) 
of  such  individual's  choice,  if— 

(i)  application  for  enrollment  is  received 
by  the  Office  of  Personnel  Management 
within  one  year  after  the  date  of  the  enact- 
ment of  this  Act;  and 

(ii)  such  individual  qualifies  under  section 
8905(b)(1)(A)  of  such  title  (taking  into  ac- 
count years  of  service  considered  pursuant 
to  subparagraph  (A)). 

SEC.  636.  DEATH  AND  DISABILITY   BENEFITS  FOR 
RESERVE  COMPONENT  MEMBERS 

(a)  Medical  and  Dental  Care  for  Reserv- 
ists.—(1)  Section  1074a  of  title  10,  United 
States  Code,  is  amended  to  read  as  follows: 
"g  1074a.  Medical  and  dental  care:  members  per- 
forming inactive  duty  training,  active  duty  for 
30  days  or  less,  or  other  reserve  training 
"(a)  Under  joint  regulations  prescribed  by 
the  Secretary  of  Defense,  the  SecreUry  of 
Transportation,     and     the     Secretary     of 
Health  and  Human  Services,  the  following 
persons   are   entitled   to   the   benefits   de- 
scribed in  subsection  (b): 

"(1)  Each  member  of  a  uniformed  service 
who  incurs,  contracts,  or  aggravates  an 
injury,  disease,  or  illness  in  line  of  duty 
while  performing  inactive  duty  training, 
active  duty  for  a  period  of  30  days  or  less,  or 
full-time  National  Guard  duty  for  a  period 
of  30  days  or  less. 


"(2)  Each  member  of  a  uniformed  service 
who  incurs,  contracts,  or  aggravates  an 
Injury,  disease,  or  illness  during  voluntary 
pariicipation  or  other  training  activities 
sponsored  by  a  uniform  service,  but  not 
while  on  inactive  duty  training,  active  duty, 
or  full-time  National  Guard  duty. 

"(3)  Each  member  of  a  uniformed  service 
who  incurs,  contracts,  or  aggravates  an 
injury,  disease,  or  illness  while  traveling  di- 
rectly to  or  from  the  place  at  which  he  is  to 
perform,  or  has  performed,  inactive-duty 
training,  active  duty  for  a  period  of  30  days 
or  less,  or  full-time  National  Guard  duty  for 
a  period  of  30  days  or  less. 

"(b)  A  person  described  in  subsection  (a)  is 
entitled  to— 

"(1)  the  medical  and  dental  care  appropri- 
ate for  the  treatment  of  his  injury,  disease, 
or  illness  until  the  resulting  disability 
cannot  be  materially  improved  by  further 
hospitalization  or  treatment;  and 

"(2)  subsistence  during  hospitalization. 

■•(c)(1)  For  purposes  of  subsection  (a)(2), 
periods  of  work  or  study  in  connection  with 
a  correspondence  course  of  a  uniformed 
service,  or  attendance  in  an  inactive  Reserve 
status  at  an  educational  institution  under 
the  sponsorship  of  a  uniformed  service,  do 
not  constitute  training  activities. 

"(2)  An  injury,  disease,  or  illness  incurred, 
contracted,  or  aggravated  as  a  result  of  the 
member's  own  gross  negligence  or  miscon- 
duct while  performing  travel  referred  to  in 
subsection  (a)(3)  is  not  covered  under  this 
section.". 

(2)  The  table  of  sections  at  the  beginning 
of  chapter  55  of  such  title  is  amended  by 
striking  out  the  item  relating  to  section 
1074a  and  inserting  in  lieu  thereof  the  fol- 
lowing: , 

••1074a.  Medical  and  dental  care:  members 
performing  inactive  duty  train- 
ing, active  duty  for  30  days  or 
less,    or    other    reserve    train- 
ing.", 
(b)  Pay  for  Reservists  While  Disabled.— 
Section  204  of  title  37,  United  States  Code, 
is  amended— 

(1)  by  striking  out  subsections  (g).  (h).  and 
(i)  and  inserting  in  lieu  thereof  the  follow- 
ing: 

••(g)  A  member  of  the  National  Guard  or  a 
reserve  component  of  an  armed  force  is  enti- 
tled to  the  pay  and  allowances  provided  by 
law  or  regulation  for  a  member  of  a  regular 
component  of  an  armed  force  of  correspond- 
ing grade  and  length  of  service  whenever  he 
is  called  or  ordered  to  active  duty  for  a 
period  of  more  than  30  days  and  is  physical- 
ly disabled  in  line  of  duty  from  Injury  or  dis- 
ease while  so  employed. 

•■(h)(1)  A  member  of  the  National  Guard 
or  a  reserve  component  who,  while  perform- 
ing active  duty  under  a  call  or  order  to 
active  duty  for  a  period  of  30  days  or  less  or 
who.  while  performing  inactive  duty  train- 
ing, incurs  or  aggravates  an  injury,  disease, 
or  illness  in  line  of  duty  while  so  employed 
or  while  traveling  directly  to  or  from  that 
training,  is  entitled  to  a  portion  of  the  regu- 
lar compensation  provided  by  law  or  regula- 
tion for  a  member  of  a  regular  component 
of  corresponding  grade  and  length  of  service 
for  each  month  such  member  applies  for 
and  demonstrates  a  loss  of  earned  income 
(other  than  pay  and  allowances  under  this 
title)  as  a  consequence  of  the  injury,  dis- 
ease, or  illness  or  aggravation  thereof.  The 
portion  of  the  regular  compensation  shall 
be  an  amount  which  offsets  the  loss  of 
earned  income,  but  shall  not  exceed  the 
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monthly  regular  compensation  for  such 
member  (as  described  in  the  preceding  sen- 
tence) and  shall  be  paid  for  a  period  not  to 
exceed  6  months. 

"(2)  The  procedures  for  determining  and 
paying  compensation  pursuant  to  paragraph 
(1)  shall  be  prescribed  by  the  Secretary  of 
Defense  for  the  armed  forces  under  his  ju- 
risdiction and  by  the  Secretary  of  Transpor- 
tation for  the  Coast  Guard  when  the  Coast 
Guard  is  not  operating  as  a  service  in  the 
Navy. 

"(3)  The  Secretary  concerned  may  contin- 
ue the  pay  and  allowances  a  member  is  re- 
ceiving under  this  subsection  beyond  the  6- 
month  delimiting  period  if  he  determines  it 
to  be  in  the  interests  of  fairness  and  equity 
to  do  so.":  and 

(2)  by  redesignating  subsection  (j)  as 
subsection  (i>. 

(c)  Pay  for  Inactive  Dxtty  Training 
While  Disabled.— Section  206(a)  of  title  37, 
United  States  Code,  is  amended  by  striliing 
out  "grade  entitled  to  basic  pay."  and  all 
that  follows  through  the  period  and  insert- 
ing in  lieu  thereof  the  following:  "grade  en- 
titled to  basic  pay— 

"(1)  for  each  regular  period  of  instruction 
or  period  of  appropriate  duty,  at  which  the 
member  is  engaged  for  at  least  two  hours, 
including  that  performed  on  a  Sunday  or 
holiday: 

"(2)  for  a  regular  period  of  instruction 
that  the  member  is  scheduled  to  perform 
but  is  imable  to  perform  because  of  a  dis- 
ability resulting  from  an  injury  incurred  or 
aggravated  or  a  disease  incurred  or  illness 
contracted  or  Jiggravated  in  line  of  duty 
during  a  call  or  order  to  active  duty  for  a 
period  of  30  days  or  less  or  during  the  per- 
formance of  inactive  duty  training  or  while 
traveling  to  or  from  that  training:  or 

"(3)  for  the  performance  of  such  other 
equivalent  training,  instruction,  duty,  or  ap- 
propriate duties,  as  the  Secretary  concerned 
may  prescribe.". 

(d)  Medical  and  Dental  Care  for  Survi- 
vors OF  Certain  Reservists.— ( 1 )  Subsec- 
tion (a)  of  section  1076  of  title  10.  United 
States  Code,  is  amended  to  read  as  follows: 

"(a)  A  dependent  of  a  member  of  a  uni- 
formed service  who  is  on  active  duty  for  a 
period  of  more  than  30  days  or  a  dependent 
who  is  a  survivor  of  a  member  of  a  uni- 
formed service  who  died— 

"(1)  while  on  active  duty: 

"(2)  while  performing  inactive  duty  train- 
ing; or 

"(3)  as  a  consequence  of  an  injury,  disease, 
or  illness  incurred,  contracted,  or  aggravat- 
ed while  on  active  duty,  while  performing 
inactive  duty  training,  or  while  traveling  di- 
rectly to  or  from  such  training, 
is  entitled,  upon  request,  to  the  medical  and 
dental  care  prescribed  by  section  1077  of 
this  title  in  facilities  of  the  uniformed  serv- 
ices, subject  to  the  availability  of  space  and 
facilities  and  the  capabilities  of  the  medical 
and  dental  staff.". 

(2)  Paragraph  (2)  of  section  1086(c)  of 
such  title  is  amended  to  read  as  follows: 

"(2)  A  dependent  (other  than  a  dependent 
defined  in  section  1072(2)(E)  of  this  title) 
who  is  a  survivor  of  a  member  of  a  uni- 
formed service  who  died— 

"(A)  while  on  active  duty; 

"(B)  while  performing  inactive  duty  train- 
ing; or 

"(C)  as  a  consequence  of  an  injury  in- 
curred or  aggravated  or  a  disease  or  illness 
contracted  or  aggravated  while  on  active 
duty,  while  performing  inactive  duty  train- 
ing, or  while  traveling  directly  to  or  from 
such  training.". 
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(e)  Retirement  or  Separation  of  Reserv- 
ists FOR  DiSABiHTY.-(l)(A)  Section  1204  of 
such  title  is  amended  by  inserting  "disease, 
or  illness,  or  the  aggravation  thereof,"  after 
"injury,". 

(B)  The  section  heading  of  section  1204  of 
such  title  is  amended  to  read  as  follows: 

"§  1204.  Members  on  active  duty  for  30  days  or 
less;  disability  from  injury,  disease,  or  illness: 
retirement". 

(C)  The  table  of  sections  at  the  beginning 
of  chapter  61  of  such  title  is  amended  by 
striicing  out  the  item  relating  to  section 
1204  and  inserting  in  lieu  thereof  the  fol- 
lowing: 

"1204.  Members  on  active  duty  for  30  days 
or  less;  disability  from  injury, 
disease,  or  illness:  retirement.". 
(2)(A)  Section  1206  of  such  title  is  amend- 
ed by  inserting  "disease,  or  illness,  or  the  ag- 
gravation thereof,"  after  "injury,". 

(B)  The  section  heading  of  section  1206  of 
such  title  is  amended  to  read  as  follows: 

"8  1206.  Members  on  active  duty  for  30  days  or 
less:  separation". 

(C)  The  table  of  sections  at  the  beginning 
of  chapter  61  of  such  title  is  amended  by 
striliing  out  the  item  relating  to  section 
1206  and  inserting  in  lieu  thereof  the  fol- 
lowing: 

"1206.  Members  on  active  duty  for  30  days 
or  less:  separation.". 

(f)  Death  Benefits  for  Reservists.— 
Chapter  71  of  such  title  is  amended— 

(1)  in  section  1475(a)(3),  by  inserting  "or 
aggravated  or  disease  or  illness  contracted 
or  aggravated"  after  "incurred": 

(2)  in  section  1476,  by  striking  out  subsec- 
tion (a)  and  inserting  in  lieu  thereof  the  fol- 
lowing: 

"(a)  Except  as  provided  in  section  1480  of 
this  title,  the  Secretary  concerned  shall 
have  a  death  gratuity  paid  to  or  for  the  ap- 
propriate survivor  or  survivors  as  designated 
in  section  1477  of  this  title  of  each  person 
who  dies  within  120  days  after  discharge  or 
release  from  active  duty  or  inactive  duty 
training  (other  than  worli  or  study  in  con- 
nection with  a  correspondence  course  of  an 
armed  force  or  attendance,  in  an  inactive 
status,  at  an  educational  institution  under 
the  sponsorship  of  an  armed  force  or  the 
Public  Health  Service)  if  the  Administrator 
of  Veterans'  Affairs  determines  that  the 
death  resulted  from  an  injury  incurred  or 
aggravated  or  a  disease  or  illness  contracted 
or  aggravated  by  such  duty  or  by  an  injury, 
disease,  or  illness  incurred  or  aggravated 
during  travel  directly  to  or  from  such 
duty."; 

(3)  in  section  1476,  by  striking  out  subsec- 
tion (b)  and  redesignating  subsections  (c) 
and  (d)  as  subsections  (b)  and  (c),  respec- 
tively; and 

(4)  in  section  1481,  by  striking  out  clauses 
(2)  and  (3)  of  subsection  (a)  and  inserting  in 
lieu  thereof  the  following: 

"(2)  any  Reserve  of  an  armed  force  under 
his  jurisdiction  who  dies  while  (A)  on  active 
duty,  (B)  performing  inactive  duty  training, 
(C)  undergoing  treatment  or  being  hospital- 
ized for  an  injury  incurred  or  aggravated  or 
a  disease  or  illness  contracted  or  aggravated 
while  on  active  duty  or  performing  inactive 
duty  training,  or  (D)  performing  authorized 
travel  directly  to  or  from  active  duty  or  in- 
active duty  training, 

"(3)  any  member  of  the  Army  National 
Guard  or  Air  National  Guard  who  dies 
while  entitled  to  pay  from  the  United  States 
and  while  (A)  on  active  duty,  (B)  perform- 


ing inactive  duty  training,  (C)  undergoing 
treatment  or  being  hospitalized  for  an 
injury  incurred  or  aggravated  or  a  disease  or 
illness  contracted  or  aggravated  while  on 
active  duty  or  performing  inactive  duty 
training,  or  (D)  performing  authorized 
travel  directly  to  or  from  active  duty  or  in- 
active duty  training,". 

(g)  Conforming  Amendments.— (1)(  A) 
Title  10,  United  States  Code,  is  amended  by 
striking  out  sections  3687,  3721,  3722,  6148. 
8687.  8721,  and  8722. 

(B)  The  table  of  sections  at  the  beginning 
of  chapter  353  of  such  title  is  amended  by 
striking  out  the  item  relating  to  section 
3687. 

(C)  The  table  of  sections  at  the  beginning 
of  chapter  355  of  such  title  is  amended  by 
striking  out  the  items  relating  to  sections 
3721  and  3722. 

(D)  The  table  of  sections  at  the  beginning 
of  chapter  561  of  such  title  is  amended  by 
striking  out  the  item  relating  to  section 
6148. 

(E)  The  table  of  sections  at  the  beginning 
of  chapter  853  of  such  title  is  amended  by 
striking  out  the  item  relating  to  section 
8687. 

(P)  The  table  of  sections  at  the  beginning 
of  chapter  855  of  such  title  is  amended  by 
striking  out  the  items  relating  to  sections 
8721  and  8722. 

(2)(A)  Title  32.  United  States  Code,  is 
amended  by  striking  out  sections  318.  319, 
320,  and  321. 

(B)  The  table  of  sections  at  the  beginning 
of  chapter  3  of  such  title  is  amended  by 
striking  out  the  items  relating  to  sections 
318,  319,  320,  and  321. 

(h)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  the 
date  of  the  enactment  of  this  Act  but  shall 
apply  only  to  persons  who  become  disabled 
on  or  after  that  date  or,  in  the  case  of  death 
benefits,  who  die  on  or  after  that  date. 

SEC.  «37.  LIMITED  ISE  OF  COMMISSARY  STORES  BY 
MEMBERS  OF  THE  SELECTED  RE- 
SERVE 

(a)  In  General.— Chapter  53  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 

"§  1051.    Limited    use   of  commissary    stores    by 

members  of  the  Selected  Reserve 

"(a)  Under  regulations  prescribed  by  the 
Secretary  concerned,  members  of  the  Select- 
ed Reserve  of  the  Ready  Reserve  of  a  re- 
serve component  of  an  armed  force  shall  be 
permitted  to  use  commissary  stores  of  the 
Department  of  Defense  one  day  for  each 
day  of  active  duty  for  training  performed  by 
the  member.  Under  such  regulations,  a 
member  of  the  Selected  Reserve  shall  be 
permitted  a  period  of  one  year  after  the 
date  on  which  the  member  performs  such 
day  of  active  duty  for  training  to  use  the 
day  of  eligibility  for  using  commissary 
stores. 

"(b)  A  member  may  not  use  commissary 
stores  under  this  section  more  than  14  days 
in  any  year.". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  such  chapter 
is  amended  by  adding  at  the  end  the  follow- 
ing new  item: 

"1051.  Limited  use  of  commissary  stores  by 
members  of  the  Selected  Re- 
serve.". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  Oc- 
tober 1,  1986.  or  the  date  of  the  enactment 
of  this  Act,  whichever  is  later,  and  shall 
apply  only  with  respect  to  active  duty  for 
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training  performed  on  or  after  that  effec- 
tive date. 

(d)  Repeal  Provision.— Section  1013  of 
the  Department  of  Defense  Authorization 
Act,  1984  (Public  Law  98-94;  97  Stat.  665),  is 
repealed  effective  October  1,  1986,  or  the 
date  of  the  enactment  of  this  Act,  whichev- 
er is  later. 

Part  E— Administration  of  Personnel 
Benefits 


SEC. 


OF 


641.     ACCOUNTING     FOR     PAYMENTS 
CLAIMS    FOR  BENEFITS 

Section  1552(c)  of  title  10,  United  States 
Code,  is  amended— 

(1)  by  striking  out  ",  from  applicable  cur- 
rent appropriations."  in  the  first  sentence; 
and 

(2)  by  adding  at  the  end  the  following  new 
sentence:  "A  payment  authorized  under  this 
subsection  may  be  paid  out  of  applicable 
current  appropriations  or  from  appropria- 
tions (if  available)  from  which  the  expense 
would  have  been  paid  if  payment  had  been 
made  when  due  under  the  corrected 
record.". 

SEC.  642.  enhanced  METHOD  FOR  DETERMINING 
TRUE  COSTS  OF  MILITARY  RETIRE- 
MENT 

(a)  Use  of  Dual  Percentage  Determina- 
tions.—Section  1465  of  title  10,  United 
States  Code,  is  amended— 

(1)  by  striking  out  subsection  (b)(1)  and 
inserting  in  lieu  thereof  the  following: 

"(1)  The  Secretary  of  Defense  shall  deter- 
mine each  year,  in  sufficient  time  for  inclu- 
sion in  budget  requests  for  the  following 
fiscal  year,  the  total  amount  of  Department 
of  Defense  contributions  to  be  made  to  the 
Fund  during  that  fiscal  year  under  section 
1466(a)  of  this  title.  That  amount  shall  be 
determined  by  adding— 
"(A)  the  product  of— 

"(i)  the  current  estimate  of  the  value  of 
the  single  level  percentage  of  basic  pay  to  be 
determined  under  subsection  (c)(1)(A)  at 
the  time  of  the  next  actuarial  valuation 
under  subsection  (c):  and 

"(ii)  the  total  amount  of  basic  pay  expect- 
ed to  be  paid  during  that  fiscal  year  to  mem- 
bers of  the  armed  forces  (other  than  the 
Coast  Guard)  'on  active  duty  (other  than 
active  duty  for  training)  or  full-time  Nation- 
al Guard  duty  (other  than  full-time  Nation- 
al Guard  duty  for  training  only);  and 
"(B)  the  product  of— 

"(i)  the  current  estimate  of  the  value  of 
the  single  level  percentage  of  basic  pay  and 
of  compensation  (paid  pursuant  to  section 
206  of  title  37)  to  be  determined  under  sub- 
section (c)(1)(B)  at  the  time  of  the  next  ac- 
tuarial valuation  under  subsection  (c);  and 

•(ii)  the  total  amount  of  basic  pay  and  of 
compensation  (paid  pursuant  to  section  206 
of  title  37)  expected  to  be  paid  during  that 
fiscal  year  to  members  of  the  Ready  Re- 
serve of  the  armed  forces  (other  than  the 
Coast  Guard  and  other  than  members  on 
full-time  National  Guard  duty  other  than 
for  training)  who  are  not  otherwise  de- 
scribed in  subparagraph  (A)(ii).";  and 

(2)  by  striking  out  subsection  (c)(1)  and  in- 
serting in  lieu  thereof  the  following: 

"(c)(1)  Not  less  often  than  every  four 
years,  the  Secretary  of  Defense  shall  carry 
out  an  actuarial  valuation  of  Department  of 
E>efense  military  retirement  and  survivor 
benefit  programs.  Each  actuarial  valuation 
of  such  programs  shall  include— 

"(A)  a  determination  (using  the  aggregate 
entry-age  normal  cost  method)  of  a  single 
level  percentage  of  basic  pay  for  members  of 
the  armed  forces  (other  than  the  Coast 
Guard)  on  active  duty  (other  than  active 
duty    for    training)    or    full-time    National 


Guard  duty  (other  than  full-time  National 
Guard  duty  for  training  only):  and 

"(B)  a  determination  (using  the  aggregate 
entry-age  normal  cost  method)  of  a  single 
level  percentage  of  basic  pay  and  of  compen- 
sation (paid  pursuant  to  section  206  of  title 
37)  for  members  of  the  Ready  Reserve  of 
the  armed  forces  (other  than  the  Coast 
Guard  and  other  than  members  on  full-time 
National  Guard  duty  other  than  for  train- 
ing) who  are  not  otherwise  described  by  sub- 
paragraph (A). 

to  be  used  for  the  purposes  of  subsection  (b) 
and  section  1466(a)  of  this  title.". 

(b)  Payments  Into  Military  Retirement 
Fund  Based  on  Dual  Determinations.— 
Subsection  (a)  of  section  1466  of  such  title  is 
amended  to  read  as  follows: 

"(a)  The  Secretary  of  Defense  shall  pay 
into  the  Fund  at  the  end  of  each  month  as 
the  Department  of  Defense  contribution  to 
the  Fund  for  that  month  the  amount  that  is 
the  sum  of— 
"(1)  the  product  of— 

"(A)  the  level  percentage  of  basic  pay  de- 
termined using  all  the  methods  and  assump- 
tions approved  for  the  most  recent  (as  of 
the  first  day  of  the  current  fiscal  year)  actu- 
arial valuation  under  section  1465(c)(1)(A) 
of  this  title,  except  that  any  statutory 
changes  in  the  military  retirement  and  sur- 
vivor benefit  systems  that  became  effective 
subsequent  to  the  date  of  that  valuation 
and  on  or  before  the  first  day  of  the  current 
fiscal  year  shall  be  used  in  such  determina- 
tion; and 

"(B)  the  total  amount  of  basic  pay  paid 
that  month  to  members  of  the  armed  forces 
(other  than  the  Coast  Guard)  on  active  duty 
(other  than  active  duty  for  training)  or  full- 
time  National  Guard  duty  (other  than  full- 
time  National  Guard  duty  for  training 
only);  and 
"(2)  the  product  of— 

"(A)  the  level  percentage  of  basic  pay  and 
of  compensation  (paid  pursuant  to  section 
206  of  title  37)  determined  using  all  the 
methods  and  assumptions  approved  for  the 
most  recent  (as  of  the  first  day  of  the  cur- 
rent fiscal  year)  actuarial  valuation  under 
section  1465(0(1  )(B)  of  this  title,  except 
that  any  statutory  changes  in  the  military 
retirement  and  survivor  benefit  systems 
that  became  effective  subsequent  to  the 
date  of  that  valuation  and  on  or  before  the 
first  day  of  the  current  fiscal  year  shall  be 
used  in  such  determination;  and 

"(B)  the  total  amount  of  basic  pay  and  of 
compensation  (paid  pursuant  to  section  206 
of  title  37)  paid  that  month  to  members  of 
the  Ready  Reserve  of  the  armed  forces 
(other  than  the  Coast  Guard  and  other 
than  members  on  full-time  National  Guard 
duty  other  than  for  training)  who  are  not 
otherwise  described  in  paragraph  (1)(B).". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  Oc- 
tober 1,  1986,  or  the  date  of  the  enactment 
of  this  Act,  whichever  is  later,  and  shall 
apply  to  payments  required  to  be  made 
under  section  1466(a)  of  title  10,  United 
Stetes  Code,  as  amended  by  this  section,  for 
months  beginning  on  or  after  that  effective 
date. 

TITLE  VII— HEALTH  CARE 
SEC.  701.  ALTERNATIVE  HEALTH  CARE  PLANS 

(a)  Incentives  Under  Alternative 
PLANS.-Chapter  55  of  title  10.  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  section: 


"§  1095.  Incentives  for  participation  in  cost-efTec- 
tive  health  benent  plans 

"(a)  The  Secretary  of  Defense  may  waive 
during  any  fiscal  year  or  portion  of  a  fiscal 
year  the  limitations  set  out  in  the  second 
sentence  of  section  1079(a)  of  this  title  and 
the  requirements  for  payments  by  the  pa- 
tient set  out  in  section  1079(b)  or  1086(b)  of 
this  title  with  respect  to  any  plan  contract- 
ed for  under  the  authority  of  section  1079 
or  1086  of  this  title  if  the  Secretary  deter- 
mines and  certifies  in  writing,  as  provided  in    , 
subsection  (b),  that  during  the  period  of  the 
waiver  such  a  plan  will— 
"(1)  be  less  costly  to  the  Government:  or 
"(2)  will  provide  better  services  at  no  addi- 
tional cost  to  the  Government, 
than  a  plan  under  which  such  limitations  or 
payment  requirements  are  in  effect. 

•(b)  The  certification  required  by  sul»sec- 
tion  (a)— 

••(1)  shall  include  a  comparative  analysis 
of  costs  of  and  benefits  available  under  the 
plan  to  which  a  waiver  of  limitations  and 
payment  requirements  would  apply  and 
under  the  plan  to  which  the  limitations  and 
payment  requirements  would  apply;  and 

••(2)  shall  be  transmitted  to  the  Commit- 
tees on  Armed  Services  of  the  Senate  and 
the  House  of  Representatives  not  later  than 
180  days  before  the  beginning  of  any  fiscal 
year  or  portion  of  a  fiscal  year  for  which 
the  waiver  is  to  be  made.". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  such  chapter 
is  amended  by  adding  at  the  end  the  follow- 
ing new  item; 

"1095.  Incentives  for  participation  in  cost-ef- 
fective health  benefit  plans. ". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  Oc- 
tober 1.  1986,  or  the  date  of  the  enactment 
of  this  Act,  whichever  is  later. 

SEC.   702.    MILITARY-CIVILIAN    HEALTH    SERVICES 
COOPERATION 

(a)  Authority  for  Cooperative  Sharing 
OF  Resources.— Chapter  55  of  title  10, 
United  States  Code,  as  amended  by  section 
701,  is  further  amended  by  adding  at  the 
end  the  following  new  section: 

"§  1096.  Military-civilian  health  services  partner- 
ship program 

••(a)  The  Secretary  of  Defense  may  au- 
thorize agreements  providing  for  the  shar- 
ing of  resources  between  treatment  facilities 
of  the  uniformed  services  and  civilian 
health  care  providers  under  sections  1079 
and  1086  of  this  title  if  the  Secretary  deter- 
mines that  such  sharing  will  result  in  more 
effective,  efficient,  or  economical  health 
care  for  persons  authorized  care  under  this 
chapter. 

"(b)  Resources  that  may  be  shared  under 
an  agreement  entered  into  under  subsection 
(a)  include  personnel  (including  support 
personnel),  equipment,  supplies,  and  other 
items  and  facilities  necessary  for  the  provi- 
sion of  health  care  services. 

••(c)  With  respect  to  care  provided  in  fa- 
cilities of  the  uniformed  services  under  a 
sharing  agreement  under  this  section,  a  de- 
pendent shall  pay  the  charges  prescribed  by 
section  1078  of  this  title  and  a  member  or 
former  member  entitled  to  retired  or  reUin- 
er  pay  shall  pay  the  charges  prescribed  by 
section  1075  of  this  title.". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  such  chapter 
(as  amended  by  section  701)  is  amended  by 
adding  at  the  end  the  following  new  item: 
•1096.  MiliUry-civilian  health  services  part- 
nership program. ". 
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SEC.  7M.  CONFIDENTIALITY  OF  MEDICAL  QUALITY 
ASSIRANCE  RECORDS 

(a)  In  General.— Chapter  55  of  title  10, 
United  States  Code,  as  amended  by  sections 
701  and  702  of  this  Act.  is  further  amended 
by  adding  at  the  end  the  following  new  sec- 
tion: 

"§  1097.  Confidentiality  of  medical  quality  assur- 
ance records:  qualified  immunity  for  partici- 
pants 

"(a)  Medical  quality  assurance  records  cre- 
ated by  or  for  the  E>epartment  of  Defense  as 
part  of  a  medical  quaJity  assurance  program 
are  confidential  and  privileged.  Such 
records  may  not  be  disclosed  to  any  person 
or  entity,  except  as  provided  in  subsection 
(c). 

"(b)(1)  No  part  of  any  medical  quality  as- 
surance record  described  In  subsection  (a) 
may  be  subject  to  discovery  or  admitted  into 
evidence  in  any  judicial  or  administrative 
proceeding,  except  as  provided  in  subsection 
(c). 

"(2)  A  person  who  reviews  or  creates  medi- 
cal quality  assurance  records  for  the  De- 
partment of  Defense  or  who  participates  in 
any  proceeding  that  reviews  or  creates  such 
records  may  not  be  permitted  or  required  to 
testify  in  any  judicial  or  administrative  pro- 
ceeding with  respect  to  such  records  or  with 
respect  to  any  finding,  recommendation, 
evaluation,  opinion,  or  action  taken  by  such 
person  or  body  in  cormection  with  such 
records  except  as  provided  in  this  section. 

"(CHI)  Subject  to  paragraph  (2).  a  medical 
quality  assurance  record  described  in  sub- 
section (a)  may  be  disclosed,  and  a  person 
referred  to  in  subsection  (b)  may  give  testi- 
mony in  cormection  with  such  a  record,  only 
as  follows: 

"(A)  To  a  Federal  executive  agency  or  pri- 
vate organization,  if  such  medical  quality  as- 
surance record  or  testimony  is  needed  by 
such  agency  or  organization  to  perform  li- 
censing or  accreditation  functions  related  to 
Department  of  Defense  health  care  facili- 
ties or  to  perform  monitoring,  required  by 
law,  of  Department  of  Defense  health  care 
facilities. 

"(B)  To  an  administrative  or  judicial  pro- 
ceeding commenced  by  a  present  or  former 
Department  of  Defense  health  care  provider 
concerning  the  termination,  suspension,  or 
limitation  of  clinical  privileges  of  such 
health  care  provider. 

"(C)  To  a  governmental  board  or  agency 
or  to  a  professional  health  care  society  or 
organization,  if  such  medical  quality  assur- 
ance record  or  testimony  is  needed  by  such 
board,  agency,  society,  or  organization  to 
perform  licensing,  credentialing,  or  the 
monitoring  of  professional  standards  with 
respect  to  any  health  care  provider  who  is 
or  was  a  member  or  an  employee  of  the  De- 
partment of  Defense. 

"(D)  To  a  hospital,  medical  center,  or 
other  institution  that  provides  health  care 
services,  if  such  medical  quality  assurance 
record  or  testimony  is  needed  by  such  insti- 
tution to  assess  the  professional  qualifica- 
tions of  any  health  care  provider  who  is  or 
was  a  member  or  employee  of  the  Depart- 
ment of  Defense  and  who  has  applied  for  or 
been  granted  authority  or  emplojrment  to 
provide  health  care  services  in  or  on  behalf 
of  such  institution. 

"(E)  To  an  officer,  employee,  or  contrac- 
tor of  the  Department  of  Defense  who  has  a 
need  for  such  record  or  testimony  to  per- 
form official  duties. 

"(P)  To  a  criminal  or  civil  law  enforce- 
ment agency  or  instrumentality  charged 
under  applicable  law  with  the  protection  of 
the  public  health  or  safety,  if  a  qualified 
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representative  of  such  agency  or  instrumen- 
tality makes  a  written  request  that  such 
record  or  testimony  be  provided  for  a  pur- 
pose authorized  by  law. 

"(G)  In  an  administrative  or  judicial  pro- 
ceeding commenced  by  a  criminal  or  civil 
law  enforcement  agency  or  instrumentality 
referred  to  in  subparagraph  (P).  but  only 
with  respect  to  the  subject  of  such  proceed- 
ing. 

"(2)  With  the  exception  of  the  subject  of  a 
quality  assurance  action,  the  identity  of  any 
person  receiving  health  care  services  from 
the  Department  of  Defense  or  the  identity 
of  any  other  person  associated  with  such  de- 
partment for  purposes  of  a  medical  quality 
assurance  program  that  is  disclosed  in  a 
medical  quality  assurance  record  described 
in  subsection  (a)  shall  be  deleted  from  that 
record  or  document  before  suiy  disclosure  of 
such  record  is  made  outside  the  Department 
of  Defense.  Such  requirement  does  not 
apply  to  the  release  of  information  pursu- 
ant to  section  5S2a  of  title  5,  United  States 
Code. 

"(d)(1)  Nothing  in  this  section  shall  l)e 
construed  as  authorizing  or  requiring  the 
withholding  from  any  person  or  entity  ag- 
gregate statistical  information  regarding 
the  results  of  Department  of  Defense  medi- 
cal quality  assurance  programs. 

"(2)  Nothing  in  this  section  shall  be  con- 
strued as  authority  to  withhold  any  medical 
quality  assurance  record  from  a  committee 
of  either  House  of  Congress,  any  joint  com- 
mittee of  Congress,  or  the  General  Account- 
ing Office  if  such  record  pertains  to  any 
matter  within  their  respective  jurisdictions. 

"(e)  A  person  or  entity  having  possession 
of  or  access  to  a  record  or  testimony  de- 
scribed by  this  section  may  not  disclose  the 
contents  of  such  record  or  testimony  in  any 
manner  or  for  any  purpose  except  as  provid- 
ed in  this  section. 

"(f)  Medical  quality  assurance  records  de- 
scribed in  subsection  (a)  may  not  be  made 
available  to  any  person  under  section  552  of 
title  5,  United  States  Code. 

"(g)  A  person  who  participates  in  or  pro- 
vides information  to  a  person  or  body  that 
reviews  or  creates  medical  quality  assurance 
records  described  in  subsection  (a)  shall  not 
be  civilly  liable  for  such  participation  or  for 
providing  such  information  if  the  participa- 
tion or  provision  of  information  was  in  good 
faith  based  on  prevailing  professional  stand- 
ards at  the  time  the  medical  quality  assur- 
ance program  activity  took  place. 

"(h)  Nothing  in  this  section  shall  be  con- 
strued as  limiting  access  to  the  information 
in  a  record  created  and  maintained  outside  a 
medical  quality  assurance  program,  includ- 
ing a  patient's  medical  records,  on  the 
grounds  that  the  information  was  presented 
during  meetings  of  a  review  body  that  are 
part  of  a  medical  quality  assurance  pro- 
gram. 

"(i)  The  Secretary  of  Defense  shall  pre- 
scribe regulations  to  implement  this  section. 

"(j)  In  this  section: 

"(1)  The  term  'medical  quality  assurance 
program'  means  any  activity  carried  out 
before,  on,  or  after  the  date  of  the  enact- 
ment of  this  section  by  or  for  the  Depart- 
ment of  Defense  to  assess  the  quality  of 
medical  care,  including  activities  conducted 
by  individuals,  military  medical  or  dental 
treatment  facility  committees,  or  other 
review  t>odies  responsible  for  quality  assur- 
ance, credentials,  infection  control,  patient 
care  assessment  (including  treatment  proce- 
dures, blood,  drugs,  and  therapeutics),  medi- 
cal records,  health  resources  management 
review  and  identification  and  prevention  of 
medical  or  dental  incidents  and  risks. 


"(2)  The  term  'medical  quality  assurance 
record'  means  the  proceedings,  records,  min- 
utes, and  reports  that  emanate  from  quality 
assurance  program  activities  described  in 
paragraph  (1)  and  are  produced  or  compiled 
by  the  Department  of  Defense  as  part  of  a 
medical  quality  assurance  program. 

"(3)  The  term  health  care  provider' 
means  any  military  or  civilian  health  care 
professional  who,  under  regulations  of  a 
military  department,  is  granted  clinical 
practice  privileges  to  provide  health  care 
services  In  a  military  medical  or  dental 
treatment  facility  or  who  is  licensed  or  certi- 
fied to  perform  health  care  services  by  a 
governmental  board  or  agency  or  profes- 
sional health  care  society  or  organization. 

"(k)  Any  person  who  willfully  discloses  a 
medical  quality  assurance  record  other  than 
as  provided  in  this  section,  knowing  that 
such  record  is  a  medical  quality  assurance 
record,  shall  be  fined  not  more  than  $3,000 
in  the  case  of  a  first  offense  and  not  more 
than  $20,000  in  the  case  of  a  subsequent  of- 
fense.". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  such  chapter 
is  amended  (as  amended  by  sections  701  and 
702)  by  adding  at  the  end  the  following  new 
item: 

"1097.  Confidentiality  of  medical  quality  as- 
surance records:  qualified  im- 
munity for  participants. ". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  all 
records  created  before,  on.  or  after  the  date 
of  the  enactment  of  this  Act  by  or  for  the 
Department  of  Defense  as  part  of  a  medical 
quality  assurance  program. 

SEC.  704.  AUTHORIZATION  OF  FUNDS  FOR  DENTAL 
INSURANCE  PROGRAM 

(a)  Authorization  of  Funds  for  Fiscal 
Year  1987. -There  are  authorized  to  be  ap- 
propriated for  fiscal  year  1987  not  more 
than  $18,000,000  for  the  purpose  of  provid- 
ing a  dental  insurance  program  for  depend- 
ents of  active  duty  military  personnel. 

(b)  Program  Requirements.— Notwith- 
standing subsection  (a)  or  any  other  provi- 
sion of  law,  none  of  the  funds  appropriated 
pursuant  to  an  authorization  in  this  Act 
may  be  used  by  the  Department  of  Defense 
for  the  purpose  of  providing  dental  insur- 
ance for  dependents  of  active  duty  military 
personnel  unless  such  program  of  insur- 
ance— 

(1)  provides  for  voluntary  enrollment  of 
dependents  of  active  duty  military  person- 
nel; 

(2)  provides  coverage  for  100  percent  of 
charges  for  preventive,  diagnostic,  and 
emergency  services; 

(3)  provides  coverage  for  at  least  80  per- 
cent of  charges  for  composite  and  amalgam 
fillings  and  dental  appliance  repair  services; 

(4)  is  available  to  families  of  active  duty 
military  personnel  at  a  premium  cost  of  not 
more  than  $10  per  month  per  family: 

(5)  is  structured  so  that  the  Department 
of  Defense  does  not  pay  more  than  60  per- 
cent of  the  total  program  costs;  and 

(6)  is  structured  so  that  the  total  costs  to 
the  Department  of  Defense  do  not  exceed 
an  annual  cost  of  $105,000,000  (in  fiscal  year 
1986  dollars). 

SEC.    705.    ACQUISITION    OF   COMPOSITE    HEALTH 
CARE  SYSTEM 

(a)  Section  1203  of  the  Department  of  De- 
fense Authorization  Act,  1986  (Public  Law 
99-145)  is  repealed. 

(b)  The  Secretary  of  Defense  shall  imme- 
diately  undertake  the  acquisition   of  the 
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Composite  Health  Care  System  utilizing  the 
acquisition  strategy  described  in  Depart- 
ment of  the  Army  Request  for  Proposal 
Number  DAH  26-85-R-0009. 

TITLE  VIII— MILITARY  JUSTICE 

SEC.  801.  SHORT  TITLE:  REFERENCES  TO  I'NIFORM 
CODE  OF  MILITARY  JUSTICE 

(a)  Short  Title.— This  title  may  be  cited 
as  the  "Military  Justice  Amendments  of 
1986". 

(b)  References  to  UCMJ.— Except  as  oth- 
erwise expressly  provided  in  this  title,  when- 
ever in  this  title  an  amendment  or  repeal  is 
expressed  in  terms  of  an  amendment  to,  or 
repeal  of,  a  section  or  other  provision,  the 
reference  shall  be  considered  to  be  made  to 
a  section  or  other  provision  of  chapter  47  of 
title  10,  United  States  Code  (the  Uniform 
Code  of  Military  Jusiice). 

SEC.  802.  LACK  OF  MENTAL  RESPONSIBILITY  AS  A 
DEFENSE  IN  CRIMINAL  OFFENSES 

(a)  In  General.— Subchapter  VII  is 
amended  by  inserting  after  section  850  (arti- 
cle 50)  the  following  new  section  (article): 

"§8S0a.  Art.  50a.  Defense  of  lack  of  menUl  re- 
sponsibility 

"(a)  It  is  an  affirmative  defense  in  a  trial 
by  court-martial  that,  at  the  time  of  the 
commission  of  the  acts  constituting  the  of- 
fense, the  accused,  as  a  result  of  a  severe 
mental  disease  or  defect,  was  unable  to  ap- 
preciate the  nature  and  quality  or  the 
wrongfulness  of  the  acts.  Mental  disease  or 
defect  does  not  otherwise  constitute  a  de- 
fense. 

"(b)  The  accused  has  the  burden  of  prov- 
ing the  defense  of  lacli  of  mental  responsi- 
bility by  clear  and  convincing  evidence. 

"(c)  Notwithstanding  section  852  of  this 
title  (article  52),  the  accused  must  be  found 
not  guUty  under  this  section  if— 

"(1)  a  majority  of  the  members  of  the 
court-martial  present  at  the  time  the  vote  is 
taken  determines  that  the  defense  of  lack  of 
mental  responsibility  has  been  established; 
or 

"(2)  in  the  case  of  a  court-martial  com- 
posed of  a  military  judge  only,  the  military 
judge  determines  that  the  defense  of  lack  of 
mental  responsibility  has  been  estab- 
lished.". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  such  sub- 
chapter is  amended  by  inserting  after  the 
item  relating  to  section  850  (article  50)  the 
following  new  item: 

"850a.  50a.  Defense  of  lack  of  mental  re- 
sponsibility.". 

(c)  Effective  Date.— Section  850a  of  title 
10,  United  SUtes  Code,  as  added  by  subsec- 
tion (a),  shall  apply  only  to  offenses  com- 
mitted on  or  after  the  date  of  the  enact- 
ment of  this  Act. 

SEC.  803.  APPLICATION  FOR  ENLISTED  MEMBERS 
TO  SERVE  ON  COURT-MARTIAL 

(a)  In  General.— Section  825(c)(1)  (article 
25(cKl))  is  amended  by  striking  out  "has  re- 
quested in  writing"  in  the  first  sentence  and 
inserting  in  lieu  thereof  "has  requested 
orally  on  the  record  or  in  writing". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  only  in 
cases  in  which  arraignment  has  been  com- 
pleted on  or  after  the  effective  date  provid- 
ed in  section  808  of  this  Act. 

SEC.  804.  AUTHORITY  OF  RESERVE  MEMBERS  TO 
ADMINISTER  OATHS 

(a)  In  General.— Section  936  (article  136) 
is  amended  by  inserting  "or  performing  in- 
active-duty training"  in  subsections  (a)  and 
(b)  after  "active  duty". 


(b)  Effective  Date.— The  amendments 
made  by  subsection  (a)  shall  take  effect  on 
the  date  of  the  enactment  of  this  Act. 

SEC.  SO.'j.  STATUTE  OF  LIMITATIONS 

(a)  Revision  of  Statute  of  Limitation.— 
Subsections  (a),  (b),  and  (c)  of  section  843 
(article  43)  are  amended  to  read  as  follows: 

"(a)  A  person  charged  with  absence  with- 
out leave  in  time  of  war  or  missing  move- 
ment in  time  of  war,  or  with  any  offense 
punishable  by  death,  may  be  tried  and  pun- 
ished at  any  time  without  limitation. 

"(b)(1)  Except  as  otherwise  provided  in 
this  section  (article),  a  person  charged  with 
an  offense  is  not  liable  to  be  tried  by  court- 
martial  if  the  offense  was  committed  more 
than  five  years  before  the  receipt  of  sworn 
charges  and  specifications  by  an  officer  ex- 
ercising summary  court-martial  jurisdiction 
over  the  command. 

"(2)  A  person  charged  with  an  offense  is 
not  liable  to  be  punished  under  section  815 
of  this  title  (article  15)  if  the  offense  was 
committed  more  than  two  years  before  the 
imposition  of  punishment. 

"(c)  Periods  in  which  the  accused  is  absent 
without  authority  or  fleeing  from  justice 
shall  be  excluded  in  computing  the  period 
of  limitation  prescribed  in  this  section  (arti- 
cle).". 

(b)  Time  for  Reinstatement  of 
Charges.— Such  section  (article)  is  further 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"(g)  If  charges  or  specifications  are  dis- 
missed as  defective  or  insufficient  for  any 
cause  and  the  period  prescribed  by  the  ap- 
plicable statute  of  limitations— 

"(1)  has  expired;  or 

"(2)  will  expire  within  180  days  after  the 
date  of  the  dismissal  of  the  charges  or  speci- 
fications, 

trial  and  punishment  under  new  charges 
and  specifications  are  not  barred  by  a  stat- 
ute of  limitations  if  new  charges  and  specifi- 
cations are  received  by  an  officer  exercising 
summary  court-martial  jurisdiction  over  the 
command  within  180  days  after  the  date  of 
the  dismissal  of  the  charges  or  specifica- 
tions and  the  new  charges  and  specifications 
allege  the  same  acts  or  omissions  that  were 
alleged  in  the  dismissed  charges  or  specifica- 
tions or  allege  acts  or  omissions  that  were 
included  in  the  dismissed  charges  or  specifi- 
cations.". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  only  to  of- 
fenses committed  on  or  after  the  date  of  the 
enactment  of  this  Act. 

SEC.  H0«.  TIME  FOR  DEFENSE  POST-TRIAL  SUBMIS- 
SIONS 

(a)  Simplification  of  Time  for  Submis- 
sion.—Subsection  (b)  of  section  860  (article 
60)  is  amended— 

(1)  by  striking  out  paragraph  (3); 

(2)  by  redesignating  paragraph  (2)  as 
paragraph  (3)  and  inserting  a  comma  in 
that  paragraph  after  "case";  and 

(3)  by  striking  out  paragraph  (1)  and  in- 
serting in  lieu  thereof  the  following: 

"(1)  The  accused  may  submit  to  the  con- 
vening authority  matters  for  consideration 
by  the  convening  authority  with  respect  to 
the  findings  and  the  sentence.  Except  in  a 
sumjnary  court-martial  case,  such  a  submis- 
sion shall  be  made  within  10  days  after  the 
accused  has  been  given  an  authenticated 
record  of  trial  and,  if  applicable,  the  recom- 
mendation of  the  staff  judge  advocate  or 
legal  officer  under  subsection  (d).  In  a  sum- 
mary court-martial  case,  such  a  submission 
shall  be  made  within  7  days  after  the  sen- 
tence is  aimounced. 


"(2)  If  the  accused  shows  that,  for  good 
cause,  additional  time  is  required  for  the  ac- 
cused to  submit  such  matters,  the  convening 
authority  or  other  person  taking  action 
under  this  section  may  extend  the  applica- 
ble period  under  paragraph  (1)  for  not  more 
than  an  additional  20  days.". 

(b)  Recommendations  of  Staff  Judge  Ad- 
vocate.—Subsection  (c)(2)  of  such  section  is 
amended  by  striking  out  "and.  if  applicable 
under  subsection  (d),". 

(c)  Conforming  Amendments.— Subsection 
(d)  of  such  section  is  amended— 

(1)  in  the  third  sentence,  by  striking  out 
"who  shall  have  5  days  after  the  date  of  re- 
ceipt In  which  to  submit  any  matter  in  re- 
sponse" and  inserting  in  lieu  thereof  "who 
may  submit  any  matter  in  response  under 
subsection  (b)";  and 

(2)  by  striking  out  the  fourth  sentence. 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  in  cases  in 
which  the  sentence  is  adjudged  on  or  after 
the  effective  date  provided  in  section  808. 

SEC.  807.  DETAIL  OF  JUDGE  ADVOCATES 

(a)  Representation  of  United  States  In- 
terests.—Section  806(a)  (article  6(a))  is 
amended  by  inserting  after  the  second  sen- 
tence the  following:  "A  judge  advocate  who 
is  assigned  or  detailed  to  perform  the  func- 
tions of  a  civil  office  in  the  Government  of 
the  United  States  under  section  973(b)(2KB) 
of  this  title  may  perform  such  duties  as  may 
be  requested  by  the  agency  concerned,  in- 
cluding representation  of  the  United  States 
in  civil  and  criminal  cases.". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)— 

(1)  shall  take  effect  on  the  date  of  the  en- 
actment of  this  Act;  and 

(2)  may  not  be  construed  to  invalidate  an 
action  taken  by  a  judge  advocate,  pursuant 
to  an  assignment  or  detail  under  section 
973(b)(2)(B)  of  title  10,  United  States  Code, 
before  the  date  of  the  enactment  of  this 
Act. 

SEC.  808.  EFFECTIVE  DATE 

The  amendments  made  by  sections  803 
and  806  of  this  Act  shall  take  effect  on  the 
earlier  of— 

(1)  the  last  day  of  the  120-day  period  be- 
ginning on  the  date  of  the  enactment  of  this 
Act;  or 

(2)  the   date  specified   in   an   Executive 
order  for  such  amendments  to  take  effect. 
TITLE  IX— PROCUREMENT  IMPROVEMENTS 

AND  OTHER  PROCUREMENT  MATTERS 

SEC.  901.  SHORT  TITLE 

This  title  may  be  cited  as  the  "Defense 
Acquisition    Reorganization    and    Improve- 
ments Act  of  1986". 
Part  A— Under  Secretary  of  Defense  for 
Acquisition 

SEC.  911.  ESTABLISHMENT  OF  POSmON  OF  UNDER 
SECRETARY  OF  DEFENSE  FOR  ACQUI- 
SITION 

(a)  In  General.— Section  135  of  title  10, 
United  States  Code,  is  amended  to  read  as 
follows: 

'•§  135.  Under  SecreUries  of  Defense:  appoint- 
ment; powers  and  duties;  precedence 
"(a)  There  are  two  Under  Secretaries  of 
Defense,  one  of  whom  shall  be  the  Under 
Secretary  of  Defense  for  Acquisition  and 
one  of  whom  shall  be  the  Under  Secretary 
of  Defense  for  Policy.  The  Under  Secretar- 
ies of  Defense  shall  be  appointed  from  civil- 
ian life  by  the  President,  by  and  with  the 
advice  and  consent  of  the  Senate. 

"(b)(1)  The  Under  Secretary  of  Defense 
for  Acquisition  shall  be  a  person  who  is  well 
qualified  by  reason  of  education,  training. 


23968 


CONGRESSIONAL  RECORD— HOUSE 


September  18,  1986 


and  experience  in  industry.  He  shall  per- 
form such  duties  and  exercise  such  powers 
relating  to  acquisition  as  the  Secretary  of 
Defense  may  prescribe,  including— 

"(A)  supervising  the  performance  of  the 
entire  Department  of  Defense  acquisition 
system; 

"(B)  establishing  all  policies  for  acquisi- 
tion, procurement,  research  and  develop- 
ment, logistics,  testing,  contract  audit,  and 
contract  administration  for  all  entities  of 
the  Department  of  Defense: 

"(C)  establishing  all  policies  for  mainte- 
nance of  the  defense  industrial  base  of  the 
United  SUtes: 

"(D)  serving  as  the  acquisition  executive 
of  the  Department  of  Defense; 

"(E)  serving  as  the  senior  procurement  ex- 
ecutive of  the  Department  of  Defense  (as 
provided  in  section  16  of  the  Office  of  Fed- 
eral Procurement  Policy  Act  (41  U.S.C. 
414(3)): 

"(P)  supervising  all  personnel  (civilian  and 
military)  in  the  Office  of  the  Secretary  of 
Defense  with  regard  to  matters  for  which 
the  Under  Secretary  has  responsibility, 
unless  otherwise  provided  by  law;  and 

"(G)  the  authority  to  direct  the  Secretar- 
ies of  the  military  departments  and  the 
heads  of  all  other  entities  of  the  Depart- 
ment of  Defense  with  regard  to  matters  for 
which  the  Under  Secretary  has  responsibil- 
ity. 

"(2)  The  Under  Secretary  of  Defense  for 
Policy  shall  perform  such  duties  and  exer- 
cise such  powers  as  the  Secretary  of  De- 
fense may  prescribe. 

"(c)(1)(A)  The  Under  Secretary  of  De- 
fense for  Acquisition  takes  precedence  in 
the  Department  of  Defense  with  regard  to— 

"(i)  all  matters  for  which  he  has  responsi- 
bility as  set  forth  by  law,  and 

"(ii)  all  matters  for  which  he  has  responsi- 
bility as  prescribed  by  the  Secretary  of  De- 
fense, 

after  the  Secretary  of  Defense  and  the 
Deputy  Secretary  of  Defense. 

"(B)  In  all  matters  not  described  in  sub- 
paragraph (A),  the  Under  Secretary  of  De- 
fense for  Acquisition  takes  precedence  in 
the  Department  of  Defense  after  the  Secre- 
tary of  Defense,  the  Deputy  Secretary  of 
Defense,  and  the  Secretaries  of  the  military 
departments. 

"(2)  The  Under  Secretary  of  Defense  for 
Policy  takes  precedence  in  the  Department 
of  Defense  after  the  Secretary  of  Defense, 
the  Deputy  Secretary  of  Defense,  the  Secre- 
taries of  the  military  departments,  and  the 
Under  Secretary  of  Defense  for  Acquisi- 
tion.". 

(b)  Executive  Schedule  II  Pay  Grade  for 
Under  Secretary  of  Defense  for  Acquisi- 
tion.—Section  5313  of  title  5,  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  item: 

"Under  Secretary  of  Defense  for  Acquisi- 
tion.". 

SEC  912.  ESTABLISHMENT  OF  POSITION  OF 
DEPUTY  I'NDER  SECRETARY  OF  DE- 
FENSE FOR  ACQl'ISITION 

Chapter  4  of  title  10,  United  States  Code, 
is  further  amended  by  inserting  after  sec- 
tion 135  the  following  new  section: 
"9  135a.  Deputy  Under  Secretary  of  Defense  for 

Acquisition 

"There  is  a  Deputy  Under  Secretary  of 
Defense  for  Acquisition,  appointed  from  ci- 
vilian life,  by  the  Secretary  of  Defense.  The 
Deputy  Under  Secretary  of  Defense  for  Ac- 
quisition shall  perform  such  duties  and  ex- 
ercise such  powers  with  respect  to  acquisi- 
tion as  the  Secretary  of  Defense  may  pre- 
scribe.". 


SEC.  913.  F^TARLISHMENT  OF  POSITION  OF  DIREC- 
TOR OF  DEFENSE  RESEARCH  AND  EN- 
(HNEERINC 

(a)  In  General.— Chapter  4  of  title  10, 
United  States  Code,  is  amended  by  inserting 
after  section  136a  the  following  new  section: 

"S  136b.  Director  of  Defense  Researcli  and  EnKi- 
necring 

"(a)  There  is  a  Director  of  Research  and 
Engineering  in  the  Department  of  Defense, 
appointed  from  civilian  life  by  the  Presi- 
dent, by  and  with  the  advice  and  consent  of 
the  Senate. 

"(b)  The  Director  of  Defense  Research 
and  Engineering  shall  perform  such  duties 
relating  to  research  and  engineering  as  the 
Under  Secretary  of  Defense  for  Acquisition 
may  prescribe. 

"(c)  The  Director  of  Defense  Research 
and  Engineering  shall  take  precedence  in 
the  Department  of  Defense  as  prescribed  by 
the  Secretary  of  Defense. '. 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  chapter  4  of 
such  title  is  amended  by  adding  at  the  end 
the  following  new  item: 

'136b.  Director  of  Defense  Research  and 
Engineering. '. 

(c)  Executive  Schedule  III  Pay  Grade 
FOR  Under  Secretary  of  Defense  for 
Policy  and  Director  of  Defense  Research 
AND  Engineering.- Section  5314  of  title  5, 
United  States  Code,  is  amended  by  striking 
out  "Under  Secretaries  of  Defense  (2). '  and 
inserting  in  lieu  thereof  the  following: 

"Under  Secretary  of  Defense  for  Policy. 
"Director  of  Defense  Research  and  Engi- 
neering.". 

SEC  914.  DIRECTOR  OF  OPERATIONAL  TEST  AND 
EVALIATION  TO  REPORT  TO  UNDER 
SECRETARY  OF  DEFENSE  FOR  ACQUI- 
SITION 

Section      136a     of     title      10.      United 
States   Code,    is  amended— 
<  1 )  in  subsection  (b)— 

(A)  by  striking  out  "Secretary  of  Defense" 
in  the  matter  preceding  clause  (1)  and  in- 
serting in  lieu  thereof  "Under  Secretary  of 
Defense  for  Acquisition": 

(B)  in  clauses  (1),  (2),  and  (6),  by  striking 
out  "Secretary  of  Defense"  and  inserting  in 
lieu  thereof  "Under  Secretary  of  Defense 
for  Acquisition":  and 

(C)  in  clause  (5).  by  striking  out  "Secre- 
tary of  Defense  and  to"  and  inserting  in  lieu 
thereof  "Secretary  of  Defense,  the  Under 
Secretary  of  Defense  for  Acquisition,  and": 

(2)  by  striking  out  subsections  (c)  and  (d) 
and  inserting  in  lieu  thereof  the  following: 

"(c)  Each  report  of  the  Director  required 
under  subsection  (b)(5)  shall  be  submitted 
to  the  Secretary  of  Defense,  the  Under  Sec- 
retary of  Defense  for  Acquisition,  and  the 
Committees  on  Armed  Services  and  on  Ap- 
propriations of  the  Senate  and  the  House  of 
Representatives  without  intervening  review 
or  approval  and  without  any  change  or  revi- 
sion by  any  other  officer  or  employee.  The 
Under  Secretary  of  Defense  for  Acquisition 
may  submit  such  comments  regarding  the 
report  as  he  considers  appropriate  to  the 
Secretary  of  Defense  and  the  Committees 
referred  to  in  the  preceding  sentence. 

"(d)  The  Director  reports  directly  to  the 
Under  Secretary  of  Defense  for  Acquisition. 
The  Director  shall  consult  closely  with,  but 
the  Director  and  the  Director's  staff  are  in- 
dependent of,  the  Director  of  Defense  Re- 
search and  Engineering  and  all  other  offi- 
cers and  entities  of  the  Department  of  De- 
fense responsible  for  research  and  develop- 
ment."; 
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(3)  in  subsection  (f)(2),  by  inserting  "and 
the  Under  Secretary  of  Defense  for  Acquisi- 
tion" after  "Secretary  of  Defense":  and 

(4)  in  subsection  (g)(1)— 

(A)  by  inserting  ",  through  the  Under  Sec- 
retary of  Defense  for  Acquisition,"  after 
"concurrently"  in  the  second  sentence:  and 

(B)  by  striking  out  "Secretary"  in  the  last 
sentence  and  inserting  in  lieu  thereof 
"Under  Secretary  of  Defense  for  Acquisi- 
tion". 

SEC  915.  AMENDMENT  TO  THE  SMALL  BUSINESS 
ACT 

Section  15(k)(3)  of  the  Small  Business  Act 
(15  U.S.C.  644(k)(3))  is  amended  by  insert- 
ing ",  except  in  the  case  of  the  Department 
of  Defense  the  Director  of  the  office  of 
Small  and  Disadvantaged  Business  shall  be 
responsible  only  to,  and  report  directly  to, 
the  Under  Secretary  of  Defense  for  Acquisi- 
tion". 

Part  B— Management  and  Authorization 
Procedures  for  Certain  Acquisition 
Programs 

SEC.  921.  DEFENSE  ENTERPRISE  PROGRAMS 

(a)  In  General.— Part  IV  of  subtitle  A  of 
title  10,  United  States  Code,  is  amended  by 
inserting  after  chapter  131  the  following 
new  chapter: 

"CHAPTER  132— DEFENSE  ENTERPRISE 
PROGRAMS 

■Sec. 

"2221.  Definitions. 

"2222.  Defense  enterprise  progrsims;  desig- 
nation   and    management    of 
programs. 
"2223.  Defense  enterprise  program  manag- 
ers. 
"2224.  Defense  enterprise  program  staff. 
"2225.  Milestone  authorizations. 
"§2221.  Definitions 

"In  this  chapter: 

"(1)  'Agency'  means  an  agency  named  in 
clause  (1),  (2),  (3),  or  (4)  of  section  2303(a) 
of  this  title. 

"(2)  Defense  enterprise  program'  is  any 
defense  acquisition  program  designated  as  a 
defense  enterprise  program  by  the  head  of 
an  agency  under  section  2222  of  this  title. 

"(3)  'Head  of  an  agency'  means  the  Secre- 
tary of  the  Army,  the  Secretary  of  the 
Navy,  and  the  Secretary  of  the  Air  Force. 

"§  2222.  Defense  enterprise  pro^n^ams:  designation 
and  management  of  programs 

"(a)  The  head  of  an  agency,  with  the  ap- 
proval of  the  Secretary  of  Defense,  may  des- 
ignate any  defense  acquisition  program  con- 
ducted by  such  agency  as  a  defense  enter- 
prise program. 

'■(b)(1)  A  defense  enterprise  program  shall 
be  managed  by  a  program  manager  appoint- 
ed as  provided  in  section  2223  of  this  title. 

"(2)(A)  A  defense  enterprise  program 
manager  of  an  agency  shall  report  to  and  be 
subject  to  the  authority,  direction,  and  con- 
trol of  the  acquisition  executive  of  the 
agency  or  his  delegate  who  meets  the  re- 
quirements under  subparagraph  (B).  A  de- 
fense enterprise  program  manager  shall  not 
be  subject  to  or  be  required  to  report  fo  any 
other  officer  or  employee  of  the  agency. 

"(B)  An  acquisition  executive  may  dele- 
gate his  functions  under  subparagraph  (A) 
only  to  a  person  who  is  (i)  subject  to  the  au- 
thority, direction,  and  control  of  the  acqui- 
sition executive,  and  (ii)  reports  only  to 
such  acquisition  executive  on  defense  enter- 
prise programs. 

"(c)(1)  Except  as  specified  by  the  acquisi- 
tion executive  of  the  agency,  a  defense  en- 
terprise program  shall  not  be  subject  to  any 
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regulation,  policy,  directive,  or  administra- 
tive rule  or  guideline  relating  to  the  acquisi- 
tion activities  of  the  Department  of  Defense 
other  than  the  Federal  Acquisition  Regula- 
tion and  the  Department  of  Defense  supple- 
ment to  the  Federal  Acquisition  Regulation. 

"(2)  Paragraph  (1)  shall  not  be  construed 
to  limit  or  modify  the  application  of  Federal 
legislation  relating  to  the  acquisition  activi- 
ties of  the  Department  of  Defense. 
"§  2223.  Defense  enterprise  program  managers 

"(a)  The  head  of  an  agency  conducting  a 
defense  enterprise  program  shall  appoint  a 
program  manager  for  such  program. 

•'(b)(1)  The  head  of  an  agency  shall  select 
for  appointment  as  a  defense  enterprise  pro- 
gram manager  a  person  from  among  (A)  ci- 
vilian employees  of  the  agency  who  meet 
the  requirements  of  paragraph  (2),  or  (B) 
members  of  the  armed  forces  who  meet 
such  requirements. 

"(2)  To  be  eligible  for  appointment  as  a 
defense  enterprise  program  manager,  a 
person  shall  have  had  (at  the  time  of  his  ap- 
pointment) at  least  8  years  of  experience  in 
acquisition,  support,  and  maintenance  of 
weapon  systems. 

"(3)  A  member  of  the  armed  forces  who 
meets  the  requirements  of  paragraph  (2) 
may  be  selected  to  serve  as  a  defense  enter- 
prise program  manager  without  regard  to 
the  grade  of  the  member  or  any  administra- 
tive policy  relating  to  the  duty  assignments 
of  members  of  the  armed  forces. 

"(c)(1)  The  term  of  service  of  a  defense 
enterprise  program  manager  shall  be  not 
less  than— 

"(A)  4  years;  or 

"(B)  the  period  beginning  on  the  date  of 
the  appointment  and  ending  on  the  first 
date  (after  such  date  of  appointment)  on 
which  the  defense  enterprise  program 
reaches  a  milestone  established  for  the  pro- 
gram by  the  defense  systems  acquisition 
review  council  or  a  similar  review  board, 

whichever  period  is  shorter. 

"(2)  A  defense  enterprise  program  manag- 
er of  an  agency  may  be  removed  by  the 
head  of  the  agency  only  for  inadequate  job 
performance,  misconduct,  or  to  be  appoint- 
ed defense  enterprise  program  manager  of  a 
more  important  or  higher  priority  defense 
enterprise  program  (as  determined  by  the 
head  of  such  agency). 

"(d)(1)  Under  regulations  prescribed  by 
the  Secretary  of  Defense,  the  person  to 
whom  a  defense  enterprise  program  manag- 
er reports  pursuant  to  section  2222(b)(2)  of 
this  title  shall  evaluate  the  job  performance 
of  such  manager  each  year. 

"(2)  In  evaluating  the  performance  of  a 
defense  enterprise  program  manager,  the 
person  making  the  evaluation  shall  take 
into  consideration  (A)  the  extent  to  which 
the  manager  has  been  able  to  achieve  the 
objectives  of  the  program  for  which  the 
manager  is  responsible,  including  quality, 
timeliness,  and  cost  objectives,  and  (B)  com- 
ments (if  any)  received  pursuant  to  para- 
graph (3). 

"(3)  Under  regulations  prescribed  by  the 
Secretary  of  Defense,  each  officer  or  em- 
ployee of  an  agency  and  each  member  of 
the  armed  forces  who.  except  for  section 
2222(b)(2)  of  this  title,  would  supervise  a  de- 
fense enterprise  program  manager,  would 
receive  reports  from  such  manager  on  the 
program  managed  by  such  manager,  or 
would  have  the  authority  to  approve  or  dis- 
approve the  decisions  of  such  manager  re- 
garding the  conduct  of  the  program  may 
submit  comments  on  the  performance  of 
such  manager  to  the  person  evaluating  such 
manager. 


"§  2224.  Defense  enterprise  program  staff 

"(a)(1)  The  manager  of  a  defense  enter- 
prise program  may  establish  a  senior  staff 
to  assist  in  the  management  of  the  program. 
The  manager  may  select  the  members  of 
the  senior  staff  from  among  employees  of 
an  agency  and  members  of  the  armed 
forces. 

"(2)  A  member  of  the  armed  forces  select- 
ed for  a  position  in  the  senior  staff  of  a  de- 
fense enterprise  program  shall  be  assigned 
to  such  position  without  regard  to  any  ad- 
ministrative policy  relating  to  the  assign- 
ment of  members  of  the  armed  forces. 

"(b)  The  manager  of  a  defense  enterprise 
program  may  appoint  a  technical  staff,  in- 
cluding experts  in  business  management, 
contracting,  auditing,  engineering,  testing, 
and  logistics. 
"§  2225.  Milestone  authorizations 

•(a)(1)  Not  later  than  90  days  after  the 
date  on  which  a  defense  acquisition  pro- 
gram is  designated  a  defense  enterprise  pro- 
gram, the  Secretary  of  Defense  shall— 

"(A)  submit  to  Congress  a  program  man- 
agement baseline  (as  provided  in  subsection 
(b))  for  the  current  acquisition  phase  of 
such  program  that  is  uncompleted  on  the 
date  of  the  submission  of  the  report;  and 

••(B)  request  from  Congress  the  authority 
to  obligate,  in  the  fiscal  year  or  years  fol- 
lowing the  fiscal  year  in  which  such  report 
is  submitted,  funds  required  to  complete 
such  phase. 

•'(2)  For  each  subsequent  acquisition 
phase  of  the  defense  enterprise  program, 
the  Secretary  of  Defense  shall  (A)  submit  a 
program  management  baseline  for  such 
phase  at  the  same  time  the  F>resident  sub- 
mits the  budget  under  section  1105(a)  of 
title  31  for  the  fiscal  year  in  which  the  new 
acquisition  phase  is  to  begin,  and  (B)  re- 
quest authority  to  obligate  the  funds  re- 
quired to  complete  such  new  phase  for  such 
fiscal  year  and  for  each  subsequent  fiscal 
year  during  which  such  phase  is  to  be  con- 
ducted. 

"(b)  For  each  acquisition  phase  described 
in  paragraphs  (1),  (2),  and  (3),  a  program 
management  baseline  shall  contain  the  fol- 
lowing information  described  for  the  phase: 

•■(1)  For  the  development  phase  before 
full-scale  engineering  development: 

•■(A)  A  schedule  of  development  mile- 
stones. 

••(B)  The  development  costs  of  such  phase, 
by  fiscal  year. 

••(2)  For  the  full-scale  engineering  devel- 
opment phase: 

••(A)  A  schedule  of  development  mile- 
stones. 

'•(B)  The  development  costs  of  such  phase, 
by  fiscal  year. 

'•(C)  The  performance  goals  for  the 
system  under  development  and  the  techni- 
cal characteristics  and  configuration  of  such 
system. 

"(3)  For  the  procurement  phase: 

'•(A)  A  schedule  of  procurement  mile- 
stones. 

•■(B)  The  procurement  costs,  by  fiscal 
year. 

•(C)  The  performance  goals  for  the 
system  under  procurement  and  the  techni- 
cal characteristics  and  configuration  of  such 
system. 

•■(D)  The  quantity  of  the  system  to  be  pro- 
cured each  fiscal  year. 

••(c)  If  Congress  authorizes  the  appropria- 
tion of  funds  for  completion  of  an  acquisi- 
tion phase  of  the  defense  enterprise  pro- 
gram for  which  a  program  baseline  has  been 
submitted,  the  Secretary  of  Defense  may. 
without  further  authorization,  obligate  such 


funds  as  are  appropriated  for  the  comple- 
tion of  that  phase. 

■■(d)(1)  If  the  manager  of  a  defense  enter- 
prise program  determines  at  any  time 
during  an  acquisition  phase  that  there  is 
reasonable  cause  to  believe  that— 

■■(A)  such  acquisition  phase  cannot  be 
completed  with  the  funds  authorized  for 
such  phase; 

•■(B)  any  milestone  identified  in  the  pro- 
gram management  baseline  cannot  be  ac- 
complished within  270  days  after  the  date 
specified  for  that  milestone  in  the  baseline: 
or 

"(C)  the  performance  or  technical  charac- 
teristics or  the  configuration  of  the  system 
under  acquisition  is  significantly  different 
from  the  performance  goals,  technical  char- 
acteristics, or  configuration  specified  in 
such  baseline. 

the  manager  shall  immediately  submit  a 
performance  deficiency  report  for  such  pro- 
gram to  the  acquisition  executive  of  the 
agency  responsible  for  the  program. 

•■(2)  Upon  receiving  a  performance  defi- 
ciency report  under  paragraph  ( 1),  an  acqui- 
sition executive  of  an  agency  shall  immedi- 
ately transmit  a  copy  of  the  report  to  the 
head  of  the  agency. 

■■(e)(1)  Within  30  days  after  the  date  on 
which  an  acquisition  executive  of  an  agency 
receives  a  performance  deficiency  report  on 
a  defense  enterprise  program,  the  head  of 
such  agency  shall  conduct  and  complete  a 
review  of  the  program. 

■•(2)(A)  Within  45  days  after  the  date  re- 
ferred to  in  paragraph  (1).  the  head  of  the 
agency  shall  notify  the  Secretary  of  De- 
fense of  the  performance  deficiency  report 
and  the  results  of  the  review  conducted 
under  paragraph  ( 1 ). 

■■(B)  If  the  review  of  the  defense  enter- 
prise program  required  by  paragraph  (1) 
confirms  any  determination  described  in 
subsection  (d)(1).  the  Secretary  of  Defense 
shall,  within  60  days  after  the  date  referred 
to  in  paragraph  (1).  notify  Congress  of  the 
performance  deficiency  repwrt.  The  Secre- 
tary of  Defense  shall  state  in  the  notifica- 
tion whether  or  not  he  intends  to  continue 
the  program.  If  the  Secretary  decides  to 
continue  the  program  he  shall— 

•■(i)  convene  a  board  to  formally  review 
the  program; 

■'(ii)  submit  a  revised  program  manage- 
ment baseline  for  the  defense  enterprise 
program  at  the  same  time  the  President 
submits  a  budget  under  section  1105(a)  of 
title  31  for  the  next  fiscal  year;  and 

•■(iii)  submit  with  the  revised  program 
management  baseline  referred  to  in  clause 
(ii)  the  recommendations  of  the  review 
board  which  was  convened  pursuant  to 
clause  (i). 

■•(C)  If  the  Secretary  of  Defense  is  re- 
quired to  notify  Congress  of  a  performance 
deficiency  report  on  a  defense  enterprise 
program  under  subparagraph  (B)  and  the 
Secretary  determines  that  it  is  necessary  to 
continue  to  obligate  funds  for  such  program 
in  order  to  preserve  the  option  to  continue 
the  program  in  a  subsequent  fiscal  year  or 
years,  the  Secretary  shall  certify  that  deter- 
mination in  the  notification  to  Congress. ". 

(b)  Conforming  Amendment.— The  Uble 
of  chapters  at  the  beginning  of  subtitle  A 
and  at  the  beginning  of  part  IV  of  such  sub- 
title is  amended  by  inserting  after  the  item 
relating  to  chapter  131  the  following  new 
item: 

•'132.  Defense  Enterprise  Programs 2221". 
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Part  C— Private  Ehployment  Contacts  by 
Certain  Senior  Department  op  Defense 
OmciALS 

SEC.  f31.  PROHIBITION  OF  CERTAIN  PRIVATE  EM- 
PLOYMENT CONTACTS 

(a)  In  General.— Chapter  141  of  title  10, 
United  States  Code,  is  amended  by  inserting 
after  section  2397a  the  following  new  sec- 
tion: 

"9  2397b.  Prohibition  of  private  employment  con- 
tacts between  certain  Department  of  Defense 

official*  and  defense  contractors 

"(a)  In  this  section: 

"(1)  "Covered  senior  defense  official' 
means— 

•'(A)  the  Secretary  of  Defense: 

"(B)  the  Deputy  Secretary  of  Defense; 

"(C)  the  Under  Secretary  of  Defense  for 
Acquisition: 

•(D)  the  Director  of  Defense  Research 
and  Engineering: 

■(E)  the  Assistant  Secretary  of  Defense 
for  Acquisition  and  Logistics: 

"(P)  the  Secretary  of  the  Army; 

"(G)  the  Secretary  of  the  Navy: 

"(H)  the  Secretary  of  the  Air  Force: 

"(I)  the  under  secretary  of  each  military 
department: 

"(J)  the  Assistant  Secretary  of  the  Army 
for  Research,  Development  and  Acquisition: 

"(K)  the  Assistant  Secretary  of  the  Navy 
for  Shipbuilding  and  Logistics: 

"(L)  the  Assistant  Secretary  of  the  Navy 
for  Research.  Engineering,  and  Systems: 

"(M)  the  Assistant  Secretary  of  the  Air 
Force  for  Research,  Development,  and  Lo- 
gistics: and 

"(N)  any  other  official  in  the  Department 
of  Defense  who  is  appointed  by  the  I^esi- 
dent  to  a  position  which  has  been  designat- 
ed by  the  I*resident  for  purposes  of  this  sec- 
tion in  an  executive  order  issued  not  less 
than  180  days  before  the  date  on  which  the 
official  is  appointed  to  such  position  by  the 
President. 

"(2)  'Defense  contractor'  has  the  same 
meaning  provided  in  section  2397(a)(2)  of 
this  title. 

"(3)  Employment'  has  the  same  meaning 
provided  in  section  2397a(a)(5)  of  this  title. 

"(b)  A  covered  senior  defense  official  may 
not  contact  a  defense  contractor  regarding 
future  employment  opportunities  with  the 
defense  contractor. 

"(c)  A  covered  senior  defense  official  shall 
Immediately  terminate  any  contact  made  by 
a  defense  contractor  with  the  official  re- 
garding future  employment  opportunities 
with  the  defense  contractor. 

"(d)(1)  Except  as  provided  in  paragraph 
(3).  a  covered  senior  defense  official  who,  at 
the  time  of  terminating  Federal  Govern- 
ment employment,  has  served  in  the  posi- 
tion of  such  official  for  a  [>eriod  of  not  less 
than  24  consecutive  months  immediately 
preceding  the  date  of  the  termination  shall 
be  entitled  to  receive  as  severance  pay  the 
lesser  of — 

••(A)  the  amount  determined  under  para- 
graph (2):  or 

"■(B)  the  greater  of— 

"(i)  the  amount  determined  by  multiply- 
ing the  niunt>er  of  days  t>etween  the  date  on 
which  the  covered  senior  defense  official 
terminates  such  employment  and  the  date 
on  which  he  commences  employment  out- 
side the  Federal  Government  by  the  daily 
equivalent  of  the  annual  rate  of  l}asic  pay 
for  the  position  of  the  covered  senior  de- 
fense official  on  the  day  before  the  termina- 
tion of  his  Federal  Government  employ- 
ment: or 

"•(ii)  an  amount  equal  to  one-twelfth  of 
the  annual  rate  of  basic  pay  for  the  position 


of  the  covered  senior  defense  official  on  the 
day  before  the  termination  of  his  Federal 
Government  employment. 

■■(2)  The  amount  referred  to  in  paragraph 
(l)(A)is— 

■'(A)  in  the  case  of  a  covered  senior  de- 
fense official  who  has  served  in  his  position 
for  at  least  2  consecutive  12-month  periods, 
but  less  than  3  consecutive  12-month  peri- 
ods, the  amount  equal  to  one-fourth  of  the 
annual  rate  of  basic  pay  for  such  position  on 
the  day  before  the  termination  of  his  Feder- 
al Government  employment: 

■'(B)  in  the  case  of  a  covered  senior  de- 
fense official  who  has  served  in  the  position 
of  such  official  for  at  least  3  consecutive  12- 
month  periods,  but  less  than  4  consecutive 
12-month  periods,  the  amount  equal  to  one- 
third  of  the  annual  rate  of  basic  pay  for 
such  position  on  the  day  before  the  termi- 
nation of  his  Federal  Government  employ- 
ment: and 

■'(C)  in  the  case  of  a  covered  senior  de- 
fense official  who  has  served  in  the  position 
of  such  official  for  at  least  4  consecutive  12- 
month  periods,  the  amount  equal  to  five- 
twelfths  of  the  annual  rate  of  basic  pay  for 
such  position  on  the  day  l)efore  the  termi- 
nation of  his  Federal  Government  employ- 
ment. 

For  the  purpose  of  this  paragraph,  if  the 
service  of  a  person  in  the  position  of  a  cov- 
ered senior  defense  official  is  terminated 
(voluntarily  or  involuntarily)  by  reason  of  a 
change  of  Presidents,  as  determined  by  the 
Director  of  the  Office  of  Management  and 
Budget,  and  the  number  of  months  of  serv- 
ice as  such  an  official  is  not  divisible  by  12, 
the  number  of  months  of  such  service  shall 
he  increased  to  the  next  higher  number  of 
months  that  is  divisible  by  12. 

"(3)  A  covered  senior  defense  official  shall 
not  be  entitled  to  receive  severance  pay 
under  this  subsection  if,  on  the  day  after 
the  date  of  the  termination  of  Federal  Gov- 
ernment employment,  such  official  will  be 
entitled  to  retired  or  retainer  pay  under  this 
title,  other  than  retired  or  retainer  pay  for 
non-regular  service  under  chapter  67  of  this 
title,  or  to  an  annuity  under  subchapter  III 
of  chapter  83  of  title  5  or  under  any  other 
retirement  system  for  Federal  Government 
employees. ". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  such  chapter 
is  amended  by  inserting  after  the  item  relat- 
ing to  section  2397a  the  following  new  item: 

"2397b.  Prohibition  of  private  employment 
contacts  Ijetween  certain  De- 
partment of  Defense  officials 
and  defense  contractors.". 

(c)  Repeal  Provision.— Section  921  of  the 
Department  of  Defense  Authorization  Act, 
1986  (Public  Law  99-145:  99  Stat.  693).  is  re- 
pealed. 

SEC.  »32.   REQUIREMENTS  REL.ATING  TO  CERTAIN 
PRIVATE  EMPLOYMENT  CONTACTS 

Section  2397a  of  title  10,  United  States 
Code,  is  amended— 

(1)  in  subsection  (a)— 

(A)  by  striking  out  "any  individual"  in 
paragraph  (2)  and  inserting  in  lieu  thereof 
"a  covered  senior  defense  official  and  any 
other  individual":  and 

(B)  by  inserting  at  the  end  the  following: 
"(7)  "Covered  senior  defense  official'  has 

the  same  meaning  provided  in  section 
2397b(a)(l)  of  this  title. ":  and 

(2)  in  subsection  (b)(1)— 

(A)  by  striking  out  "the  official  (except  as 
provided  in  paragraph  (2))  shall"  in  the 
matter  l>efore  clause  (A)  and  by  inserting  in 
lieu  thereof  "or  a  covered  senior  defense  of- 


ficial makes  or  receives  such  a  contact  from 
a  defense  contractor  (or  an  agent  of  such 
contractor)  regarding  such  an  opportunity  "; 

(B)  by  inserting  "the  official  (except  as 
provided  in  paragraph  (2))  shall"  in  clause 
(A)  after  "(A)":  and 

(C)  by  inserting  "except  in  the  case  of  a 
covered  senior  defense  official,  the  official 
shall,"  after  '(B)"  in  clause  (B). 

SEC.  9J3.  PROHIBITION  ON  FELONS  CONVICTED  OF 
DEFENSE  CONTRACT  RELATED  FELO- 
NIES AND  PENALTY  ON  EMPLOYMENT 
OF  SUCH  PERSONS  BY  DEFENSE  CON- 
TRACTORS. 

Subsection  (a)  of  section  932  of  the  De- 
partment of  Defense  Authorization  Act, 
1986  (Public  Law  99-145)  is  amended  by— 

(1)  inserting  after  "management  or  super- 
visory capacity"  the  following:  ",  including 
the  capacity  of  service  on  the  board  of  direc- 
tors,": and 

(2)  striking  out  "one  year"  and  inserting 
in  lieu  thereof  'three  years  ". 

Part  D— Acquisition  of  Commercial  and 
Other  Developed  Equipment  and  Supplies 

SEC.  94L  COMMERCIAL  PRICING  FOR  SPARE  OR 
REPAIR  PARTS 

(a)  In  General.— Section  2323  of  title  10, 
United  States  Code,  is  amended  to  read  as 
follows: 

"§  2323.  Commercial  pricing  for  spare  or  repair 
parts 

"In  this  section: 

"(1)  Agency'  means  an  agency  named  in 
section  2303(a)  of  this  title. 

"(2)  "Spare  or  repair  part'  means  any  indi- 
vidual piece,  part,  subassembly,  or  compo- 
nent which  is  furnished  for  the  logistic  sup- 
port or  repair  of  an  end  item  and  not  as  an 
end  item  itself. 

"(3)  'Lowest  commercial  price',  with  re- 
spect to  a  spare  or  repair  part  to  be  supplied 
by  a  contractor,  does  not  include  the  price 
for  which  the  contractor  sells  such  part— 

"(A)  to  any  person  for  resale  by  such 
person  after  such  pterson  performs  some 
service  or  function  in  connection  with  such 
part  which  adds  to  the  cost  of  the  part, 
unless  the  agency  procuring  the  part  can 
demonstrate  that  the  agency  is  procuring 
the  part  before  such  service  or  function  has 
been  performed  by  any  such  person: 

"(B)  to  any  of  the  contractor's  subsidiar- 
ies, affiliates,  parent  business  organizations, 
or  other  branches  of  the  same  business 
entity: 

"(C)  to  any  person  at  a  price  which  has 
been  substantially  discounted  below  the  fair 
market  or  regular  price  for  the  purpose  of 
making  a  donation:  or 

"(D)  to  any  customer  located  outside  the 
United  States. 

"(b)  Except  in  the  case  of  an  offer  submit- 
ted with  a  written  statement  and  justifica- 
tion under  subsection  (c)(2)  and  except  as 
provided  in  subsection  (d),  if  an  agency  uses 
procurement  procedures  other  than  com- 
petitive procedures  to  award  a  contract  for 
the  purchase  of  spare  or  repair  parts  to  a 
contractor  who  also  offers  such  parts  for 
sale  to  the  general  public,  the  price  charged 
the  United  States  for  such  parts  imder  the 
contract  may  not  exceed  the  lowest  com- 
mercial price  charged  by  the  contractor  in 
sales  of  such  parts  to  the  general  public 
during  the  period  specified  in  subsection 
(c)(1). 

■■(c)  In  any  case  in  which  a  contractor  sub- 
mits an  offer  to  an  agency  to  enter  into  a 
contract  for  the  supply  of  spare  or  repair 
parts  to  that  agency,  the  contract  is  to  be 
entered  into  under  procurement  procedures 
other  than  competitive  procurement  proce- 
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dures, and  the  contractor  also  offers  such 
spare  or  repair  parts  to  the  general  public, 
then  the  contractor  shall  be  required— 

■■(1)  to  certify  in  the  offer  that,  to  the  best 
of  the  contractor's  knowledge  and  belief, 
the  price  offered  does  not  exceed  the  lowest 
commercial  price  at  which  the  contractor 
sold  such  parts  during  the  most  recent  regu- 
lar monthly,  quarterly,  or  other  longer 
period  for  which  sales  data  are  reasonably 
available:  or 

"(2)  to  submit  with  the  offer  a  written 
statement  specifying  the  amount  of  the  dif- 
ference between  its  lowest  commercial  price 
for  the  parts  and  the  price  offered  and  pro- 
viding a  Justification  for  that  difference. 

"(d)  Subsections  (b)  and  (c)  do  not  apply 
to  a  contract  awarded  by  an  agency  if  the 
contracting  officer  determines,  in  a  written 
finding  maintained  by  the  agency  for  at 
least  6  years,  that  the  use  of  the  price  oth- 
erwise required  by  subsection  (b)  for  such 
contract  is  not  appropriate  because  of— 
"(1)  national  security  considerations;  or 
"(2)  significant  differences  in  quantity, 
quality,  delivery,  or  other  terms  and  condi- 
tions of  the  contract  from  commercial  con- 
tract terms. 

"(e)(1)  In  order  to  verify  any  certificate  or 
statement  made  in  accordance  with  subsec- 
tion (c)  in  cormection  with  a  contract  for 
the  supply  of  spare  or  repair  parts,  the  con- 
tracting officer  who  awards  the  contract  (or 
any  representative  of  the  contracting  officer 
who  is  an  employee  of  the  Federal  Govern- 
ment) shall  have  the  right,  during  the 
period  specified  in  paragraph  (2),  to  exam- 
ine and  audit  all  records  of  sales  maintained 
by  or  for  the  contractor  that  are  directly 
pertinent  to  the  contractor's  sales  of  such 
spare  or  repair  parts  for  the  period  covered 
by  such  certificate  or  statement,  including 
any  books,  data,  or  other  documents  main- 
tained by  or  for  the  contractor  that  are  di- 
rectly pertinent  to  such  sales  records. 

"(2)  Ehiring  the  3-year  period  begirming 
on  the  date  a  contractor  submits  a  certifi- 
cate or  statement  to  an  agency  pursuant  to 
subsection  (c),  the  contractor  shall  make 
available  to  the  contracting  officer  (or  his 
representative)  for  examination,  audit,  or 
reproduction  for  the  purposes  of  paragraph 
(1)  all  records,  books,  data,  and  documents 
referred  to  in  such  paragraph. 

"(3)  Nothing  in  this  subsection  shall  re- 
quire a  contractor  to  disclose  or  submit  data 
relating  to  the  underlying  elements  of  the 
prices  of  commercial  products.". 

(b)  Temporary  Exception  to  "Lowest 
ComiERCiAL  Price".— As  used  in  section 
2323  of  title  10,  United  States  Code  (as 
amended  by  subsection  Ca)  of  this  section), 
during  the  1-year  period  Ireginning  on  the 
date  of  the  implementation  of  such  section 
2323,  the  term  "lowest  commercial  price", 
with  respect  to  a  spare  or  repair  part  to  be 
supplied  by  a  contractor,  does  not  include 
the  price  for  which  the  contractor  sells  such 
part  to  any  agency  or  instrumentality  of  the 
Federal  Government. 

(c)  Conforming  Amendment.— The  item 
relating  to  section  2323  in  the  table  of  sec- 
tions at  the  beginning  of  chapter  137  of 
such  title  is  amended  to  read  as  follows: 

"2323.    Commercial    pricing    for    spare    or 
repair  parts.". 

SEC.  »42.  REGULATIONS  FOR  ALLOCATING  OVER- 
HEAD TO  PARTS  TO  WHICH  THE  CON- 
TRACTOR HAS  ADDED  LITTLE  VALUE 

Section  1245  of  the  Department  of  De- 
fense Authorization  Act,  1985  (Public  Law 
98-525;  98  Stat.  2609)  is  amended  to  read  as 
follows: 


"regulations  for  ALLOCATING  OVERHEAD  TO 
PARTS  TO  WHICH  THE  CONTRACTOR  HAS  ADDED 
LITTLE  VALUE 

"Sec.  1245.  (a)  Not  later  than  ISO  days 
after  the  date  of  the  enactment  of  the  De- 
partment of  Defense  Authorization  Act, 
1987,  the  Secretary  of  Defense  shall  pre- 
scribe by  regulation  the  manner  in  which 
the  Department  of  Defense  negotiates 
prices  for  supplies  to  be  obtained  through 
the  use  of  procedures  other  than  competi- 
tive procedures,  as  defined  in  section  4(6)  of 
the  Office  of  Federal  Procurement  Policy 
Act  (41  U.S.C.  403(6)). 

"(b)  The  regulations  required  by  subsec- 
tion (a)  shall— 

"(1)  specify  the  incurred  overhead  a  con- 
tractor may  appropriately  allocate  to  sup- 
plies referred  to  in  such  subsection;  and 

"(2)  require  the  contractor  to  identify 
those  supplies  which  it  did  not  manufacture 
or  to  which  it  did  not  contribute  significant 
value. 

"(c)  The  regulations  issued  pursuant  to 
subsection  (a)  shall  not  apply  to  any  items 
of  supply  Included  in  contracts  or  subcon- 
tracts for  which  the  price  is  based  on  estab- 
lished catalog  or  market  prices  of  commer- 
cial items  sold  in  substantial  quantities  to 
the  general  public. 

"(d)  This  section  does  not  require  the  sub- 
mission of  cost  or  pricing  data  not  otherwise 
required  by  law  to  be  submitted. ". 

SEC.  9«.  REPEAL  OF  COST  AND  PRICE  MANAGE- 
MENT PROVISIONS 

(a)  In  General.— Section  2406  of  title  10, 
United  States  Code,  is  repealed. 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  chapter  141 
of  such  title  is  amended  by  striking  out  the 
item  relating  to  section  2406. 

SEC.  944.  APPLICATION  OF  REQUIREMENTS  TO 
MARK  SUPPLIES  TO  IDENTIFY  SUP- 
PLIERS AND  SOURCES 

(a)  In  General.— Section  2384  of  title  10, 
United  States  Code,  is  amended— 

(1)  by  redesignating  subsection  (c)  as  sub- 
section (d);  and 

(2)  by  inserting  after  subsection  (b)  the 
following  new  subsection  (c): 

"(c)  This  subsection  shall  not  apply  to  any 
items  of  supply  included  in  contracts  for 
which  the  price  is  based  on  established  cata- 
log or  market  prices  of  commercial  items 
sold  in  substantial  quantities  to  the  general 
public". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  take  effect  180 
days  after  the  date  of  the  enactment  of  this 
Act. 

SEC.  945.  PROCUREMENT  OF  NONDEVELOPMENT 
ITEMS 

(a)  Priority  Requirement  for  Procure- 
ment of  Nondevelopment  Items.— (1)  Chap- 
ter 137  of  title  10,  United  States  Code,  is 
amended  by  adding  at  the  end  the  following 
new  section: 
'•§  2325.  Procurement  of  nondevelopment  items 

"(a)  In  this  section,  the  term  nondevelop- 
ment item'  means— 

"(1)  any  item  readily  available  in  the  com- 
mercial marketplace; 

"(2)  any  item  developed  and  in  use  by  an- 
other department  or  agency  of  the  Federal 
Government;  or 

"(3)  any  item  described  in  clause  (1)  or  (2) 
which  requires  only  minor  modification  in 
order  to  meet  the  requirements  of  the  pro- 
curing department  or  agency. 

"(b)  The  Secretary  of  Defense,  the  Secre- 
tary of  each  military  department,  and  the 
head  of  each  Defense  Agency,  when  procur- 
ing any  item  for  the  Department  of  De- 


fense, shall,  to  the  maximum  extent  practi- 
cable— 

"(1)  define  the  requirements  for  such  item 
so  that  nondevelopment  items  may  be  used 
to  fulfill  the  requirements;  and 

'■(2)  fulfill  such  requirements  through  the 
procurement  of  nondevelopment  items 
rather  than  through  the  procurement  of 
items  made  or  manufactured  to  Department 
of  Defense  specifications. 

■(c)  The  Secretary  of  Defense  shall  desig- 
nate an  officer  or  employee  of  the  Depart- 
ment of  Defense  to  be  responsible  for  ensur- 
ing the  effective  Implementation  of  this  sec- 
tion. 

"(d)  The  Secretary  of  Defense  shall  pre- 
scribe regulations  to  carry  out  subsection 
(b).". 

(2)  The  table  of  sections  at  the  beginning 
of  chapter  137  of  such  title  is  amended  by 
adding  at  the  end  the  following  new  item: 

"2325.    Procurement    of    nondevelopment 
items.". 

(b)  Designation  of  Responsible  Offi- 
cial.—The  Secretary  of  Defense  shall  make 
the  designation  required  by  section  2325(c) 
of  title  10,  United  States  Code  (as  added  by 
subsection  (a)(1)  of  this  section),  not  later 
than  90  days  after  the  date  of  the  enact- 
ment of  this  Act. 

(c)  Report.— (1)  The  Secretary  of  Defense 
shall  submit  to  Congress,  not  later  than  one 
year  after  the  date  of  the  enactment  of  this 
Act,  a  report  on  the  actions  that  have  been 
taken,  including  personnel  training  and 
changes  in  regulations  and  procurement 
procedures,  to  implement  the  requirements 
of  section  2325  of  title  10,  United  States 
Code  (as  added  by  subsection  (a)(1)  of  this 
section). 

(2)  The  report  shall  include  recommenda- 
tions for  additional  legislation  that  the  Sec- 
retary considers  desirable  to  increase  pro- 
curement of  nondevelopment  items  to  meet 
the  requirements  of  the  Department  of  De- 
fense. 

SEC.    946.    REQUIREMENTS    RELATING    TO    OTHER 
THAN  COMPETITIVE  PROCEDURES 

(a)  Contract  for  P»roperty  or  Services.— 
Clause  (A)  of  section  2304(d)(1)  of  title  10, 
United  States  Code,  is  amended  by  striking 
out  'that  demonstrates  a  unique  and  inno- 
vative concept"  and  inserting  in  lieu  thereof 
"that,  in  the  case  of  a  product,  demon- 
strates a  unique  and  innovative  concept  or. 
in  the  case  of  a  service,  demonstrates  a 
unique  and  innovative  concept  or  a  unique 
capability,". 

(b)  Follow-On  Contracts.— Clause  (B)  of 
such  section  is  amended— 

(1)  by  striking  out  -equipment"  and  In- 
serting in  lieu  thereof  'equipment,  or  the 
continued  provision  of  highly  specialized 
services,";  and 

(2)  by  inserting  "or  services "  after  "such 
property"  in  subclause  (ii). 

SEC.    947.    EVALUATION    FACTORS    IN    AWARD    OF 
CONTRACTS 

Section  2305(a)  of  title  10,  United  SUtes 
Code,  is  amended  by  adding  at  the  end  the 
following  new  paragraph: 

■■(3)  In  prescribing  the  evaluation  factors 
to  be  included  in  each  solicitation  for  sealed 
bids  or  competitive  proposals,  the  relative 
Importance  of  the  quality  of  the  services  to 
be  provided  (including  technical  capability, 
management  capability,  and  prior  experi- 
ence of  the  offeror),  cost  or  price  factors, 
and  other  factors  should  be  clearly  estab- 
lished. If,  in  the  case  of  any  contract  to  be 
awarded  by  an  agency,  the  agency  deter- 
mines   that    the   quality    of    the   services. 
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rather  than  the  cost  or  price  factors  or 
other  factors,  is  the  highest  priority,  the 
agency  should  reflect  that  determination 
through  appropriate  weighting  and  evalua- 
tion factors.". 

SEC.  W8.  OFFSETS  FOR  CONTRACT  ADJIST.MENTS 
RELATING  TO  DEFECTIVE  COST  AND 
PRICING  DATA 

Section  2306(f)<2)  of  title  10.  United 
States  Code,  is  amended— 

(1)  by  inserting  "(A)"  after  •(2)";  and 

(2)  by  adding  at  the  end  the  following  new 
subparagraph  (B); 

■(B)  Cost  or  pricing  data  include  only  that 
data  which  are  factual  and  verifiable  and  do 
not  include  judgmental  data.  No  judgmental 
data  or  intentional  understatement  of  cost 
or  pricing  data  may  be  used  as  an  offset  to 
an  adjustment  under  a  contract  provision 
required  by  subparagraph  (A).". 

Part  E— Miscellaneous  Procurement 

Policy  Matters 

sec.  hi.  reqlire.ment  for  a  contractor  to 

INFORM  THE  HEAD  OF  AN  AGENCY 
THE  EXTE.NT  TO  WHICH  THE  CON- 
TRACTOR IS  OWNED  OR  CONTROLLED 
BY  A  FOREIGN  GOVERNMENT  OR 
AGENT  OR  INSTRCMENTALITV  OF  A 
FOREIGN  GOVERNMENT 

(a)  In  General.— Chapter  137  of  title  10, 
United  States  Code  (as  amended  by  section 
945(aKl)  of  this  Act),  is  amended  by  adding 
at  the  end  the  following  new  section: 

**§  2326.  Disclosure  of  ownership  or  control  by 

foreign  government 

"The  head  of  an  agency  shall  require  a 
firm  that  submits  a  bid  or  proposal  in  re- 
sponse to  a  solicitation  described  in  section 
2305(a)(1)  of  this  title  to  disclose  in  that  bid 
or  proposal,  on  the  basis  of  the  firm's  best 
information  and  belief,  whether,  and  to 
what  extent,  all  or  any  part  of  such  firm  is 
owned  or  controlled  by  a  foreign  govern- 
ment or  by  an  agent  or  instrumentality  of  a 
foreign  government.". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  such  chapter 
(as  amended  by  section  945(a)(2)  of  this 
Act)  is  amended  by  adding  at  the  end  the 
following  new  item: 

"2326.  Disclosure  of  ownership  or  control  by 
foreign  government.". 
<c)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  be  effective 
with  respect  to  solicitations  for  bids  and 
proposals  issued  under  chapter  137  of  title 
10,  United  States  Code  on  and  after  the  date 
of  the  enactment  of  this  Act. 

SEC.  »S2.  FOREIGN  POLICY  AND  NATIONAL  SECl  Rl- 
TY  CONSIDERATIONS  IN  DEFENSE 
CONTRACTING 

(a)  In  General.— Chapter  141  of  title  10. 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 
"§  2408.  Foreign  policy  and  national  security  con- 
siderations in  defense  contracting 
"(a)(1)  An  agency  named  in  clause  (1),  (2), 
(3).  or  (4)  of  section  2303(a)  of  this  title  may 
not  enter  into,  modify,  or  extend  a  contract 
under  chapter  137  of  this  title  in  an  amount 
in  excess  of  $100,000  with  any  contractor 
owned  or  controlled,  in  whole  or  in  signifi- 
cant part,  by  a  foreign  government  or  an 
agent  or  instrumentality  of  a  foreign  gov- 
ernment if  the  head  of  the  agency  deter- 
mines that  such  contract  (or  the  award, 
modification,  or  extension  of  such  contract) 
is  inconsistent  with  the  foreign  policy  or  na- 
tional security  objectives  of  the  United 
States.  Any  such  determination  shall  be 
made  with  the  concurrence  of  the  Secretary 
of  SUte. 


"(2)  In  making  a  determination  under 
paragraph  ( 1 ).  the  head  of  the  agency  shall 
consider,  among  other  things,  the  following: 

"(A)  The  relationship  of  the  United  States 
with  the  foreign  government  and  with  the 
agent  or  instrumentality,  if  any,  of  a  foreign 
government  referred  to  in  paragraph  ( 1 ). 

"(B)  The  obligations  of  the  United  States 
under  international  agreements. 

"(C)  The  extent  of  the  ownership  and  con- 
trol of  the  contractor  by  the  foreign  govern- 
ment or  the  agent  or  instrumentality. 

"(D)  Whether  proceeds  of  or  payments 
under  the  contract  or  proposed  contract  or 
information  which  would  be  made  available 
to  the  contractor  under  the  contract  could 
be  used  for  purposes  inimical  to  the  inter- 
ests of  the  United  States. 

"(3)  The  head  of  the  agency  shall  report 
to  Congress  regarding  his  determination  to 
deny  a  contract  award,  modification,  or  ex- 
tension under  the  authority  of  paragraph 
(1).  The  report  shall  identify  the  foreign 
government,  the  agent  (if  any)  or  instru- 
mentality (if  any)  of  such  foreign  govern- 
ment, the  nature  of  the  contract,  and  the 
reasons  for  denying  the  contract  award, 
modification,  or  extension. 

"(b)(1)  Before  an  agency  referred  to  in 
subsection  (a)(1)  enters  into,  modifies,  or  ex- 
tends a  contract  with  a  contractor  owned  or 
controlled,  in  whole  or  in  significant  part, 
by  a  foreign  government  (or  an  agent  or  in- 
strumentality of  a  foreign  government)  that 
the  Secretary  of  State  has  determined,  pur- 
suant to  section  6(j)  of  the  Export  Adminis- 
tration Act  of  1979  (50  U.S.C.  App.  2405(j)). 
has  repeatedly  provided  support  for  acts  of 
international  terrorism,  the  head  of  the 
agency  shall  submit  to  Congress  a  report  on 
the  proposed  contract,  modification,  or  ex- 
tension, as  the  case  may  be.  The  head  of  the 
agency  shall  include  in  such  report  the  iden- 
tity of  the  foreign  government,  agent,  or  in- 
strumentality, as  the  case  may  be,  the 
nature  of  the  contract,  modification,  or  ex- 
tension, as  the  case  may  be.  the  extent  of 
ownership  or  control  of  the  foreign  govern- 
ment, agent,  or  instrumentality,  and  the 
reasons  for  the  agency  entering  into,  modi- 
fying, or  extending  the  contract. 

"(2)  After  the  head  of  an  agency  has  sub- 
mitted a  report  to  Congress  pursuant  to 
paragraph  (1)  with  regard  to  a  contractor, 
the  head  of  the  agency  is  not  required  to 
submit  an  additional  report  before  entering 
into  any  subsequent  contract  with  such  con- 
tractor or  before  modifying  or  extending  a 
contract  with  such  contractor  unless  the  in- 
formation required  to  be  reported  by  such 
paragraph  is  materially  different  from  the 
information  previously  submitted. 

"(c)  The  Secretary  of  Defense,  in  consul- 
tation with  the  Secretary  of  State,  shall  pre- 
scribe regulations  to  carry  out  this  section. 
Section  22  of  the  Office  of  Federal  Procure- 
ment Policy  Act  (41  U.S.C.  418b)  shall  not 
apply  to  such  regulations.". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  chapter  141 
of  such  title  is  amended  by  inserting  at  the 
end  the  following  new  item: 

"2408.  Foreign  policy  and  national  security 
considerations  in  defense  con- 
tracting.". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  with 
respect  to  contracts  awarded,  modified,  or 
extended  on  or  after  the  date  of  the  enact- 
ment of  this  Act. 


SEC.  9.M.  RIGHTS  RELATING  TO  THE  I'SE.  RELEASE. 
AND  DISCLOSIRE  OF  TECHNICAL 
DATA 

(a)  Rights  in  Technical  Data.— Subsec- 
tion (a)  of  section  2320  of  title  10,  United 
States  Code,  is  amended  to  read  as  follows: 

•(a)(1)  The  Secretary  of  Defense  shall 
prescribe  regulations  to  define  the  legiti- 
mate interest  of  the  United  States  and  of  a 
contractor  or  subcontractor  in  technical 
data  pertaining  to  a  product  or  process. 
Such  regulations  shall  be  included  in  regula- 
tions of  the  Department  of  Defense  pre- 
scribed as  part  of  the  Federal  Acquisition 
Regulation.  Such  regulations  may  not 
impair  any  right  of  the  United  States  or  of 
any  contractor  or  subcontractor  with  re- 
spect to  patents  or  copyrights  or  any  other 
right  in  technical  data  otherwise  established 
by  law. 

"(2)  Such  regulations  shall  include  the  fol- 
lowing provisions: 

"(A)  In  the  case  of  a  product  or  process 
that  is  developed  by  a  contractor  or  subcon- 
tractor exclusively  with  Federal  funds,  the 
United  States  shall  have  the  unlimited  right 
to  use,  release,  or  disclose  technical  data 
pertaining  to  the  product  or  process. 

"(B)  In  the  case  of  a  product  or  process 
that  is  developed  by  a  contractor  or  subcon- 
tractor exclusively  at  private  expense,  the 
contractor  or  subcontractor  may  limit  the 
right  of  the  Government  to  use.  (for  other 
than  internal  operations  and  maintenance 
purposes),  release,  or  disclose  to  persons 
outside  the  Government  technical  data  per- 
taining to  the  product  or  process. 

"(C)  Notwithstanding  subparagraph  (B), 
the  Government  may  use.  release,  or  dis- 
close technical  data  pertaining  to  a  product 
or  process  to  persons  outside  the  Govern- 
ment if  such  technical  data  is  otherwise 
publicly  available  or  if— 

"(i)  such  use.  release,  or  disclosure— 

"(I)  is  necessary  for  emergency  repair  and 
overhaul;  or 

"(II)  is  a  use,  release,  or  disclosure  to  a 
foreign  government  that  is  in  the  interest  of 
the  United  States  and  is  required  for  evalua- 
tional  or  informational  purposes: 

"(ii)  such  use,  release,  or  disclosure  is 
made  subject  to  a  prohibition  that  the 
person  to  whom  the  data  is  released  or  dis- 
closed may  not  further  use.  release,  or  dis- 
close such  data:  and 

"(iii)  the  contractor  or  subcontractor  as- 
serting the  restriction  is  notified  of  such 
use,  release,  or  disclosure. 

"(D)  In  the  case  of  a  product  or  process 
that  is  developed  in  part  with  Federal  funds 
and  in  part  at  private  expense,  rights  in 
technical  data  pertaining  to  such  product  or 
process  shall  be  negotiated  as  early  in  the 
acquisition  process  as  practicable  (prefer- 
ably during  contract  negotiations),  based 
upon  consideration  of  the  following  factors: 

"(i)  The  statement  of  congressional  policy 
and  objectives  in  section  200  of  title  35,  the 
statement  of  purposes  in  section  2(b)  of  the 
Small  Business  Innovation  Development 
Act  of  1982  (15  U.S.C.  638  note),  and  the 
declaration  of  policy  in  section  2  of  the 
Small  Business  Act  (15  U.S.C.  631). 

"(ii)  The  interest  of  the  United  States  in 
increasing  competition  and  lowering  costs 
by  developing  and  locating  alternative 
sources  of  supply  and  manufacture. 

"(iii)  The  interest  of  the  United  States  in 
encouraging  contractors  to  develop  at  pri- 
vate expense  items  for  use  by  the  Govern- 
ment. 

"(E)  A  contractor  or  subcontractor,  or  a 
prospective  contractor  or  subcontractor, 
that  develops  a  product  or  process  exclusive- 
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ly at  private  expense  may  not  be  required, 
as  a  condition  of  being  responsive  to  a  solici- 
tation or  as  a  condition  for  the  award  of  a 
contract,  to  sell  or  otherwise  relinquish  to 
the  United  States  any  rights  in  technical 
data  that  would  permit  the  use  by,  or  re- 
lease or  disclosure  of,  such  data  to  persons 
outside  the  Government  except  under  the 
conditions  described  in  paragraph  (2XC). 

"(F)  The  Secretary  of  Defense  may— 

•'(i)  negotiate  with  a  contractor  or  subcon- 
tractor to  contract  for  the  acquisition  of 
rights  in  technical  data  pertaining  to  a 
product  or  process  developed  by  such  con- 
tractor or  subcontractor  exclusively  at  pri- 
vate expense  if  necessary  to  develop  alterna- 
tive sources  of  supply  and  manufacture;  or 

"(ii)  agree  to  limit  rights  of  the  United 
States  in  technical  data  pertaining  to  a 
product  or  process  developed  entirely  or  in 
part  with  Federal  funds  if  the  United  States 
receives  a  royalty-free  license  to  use,  re- 
lease, or  disclose  the  data  for  purposes  of 
the  United  SUtes  (including  purposes  of 
competitive  procurement). 

"(2)  In  this  subsection,  the  term  Federal 
Acquisition  Regulation'  means  the  single 
system  of  Government-wide  procurement 
regulations  as  defined  in  section  4(4)  of  the 
Office  of  Federal  Procurement  Policy  Act 
(41  U.S.C.  403(4)).'". 

(b)  Validation  of  Proprietary  Data  Re- 
strictions.—Section  2321  of  title  10,  United 
States  Code,  is  amended— 

(1)  in  subsection  (a)(2).  by  inserting  ".  at 
any  time  before  the  end  of  the  3-year  period 
beginning  on  the  date  the  final  payment  is 
made  on  the  contract,"  after  "may  review"; 
and 

( 2 )  in  subsection  ( b  )^ 

(A)  by  inserting  "specific"  after  "state 
the"  in  claused); 

(B)  by  striking  out  "and"  at  the  end  of 
claused); 

(C)  by  striking  out  the  period  at  the  end 
of  clause  (2)  and  inserting  in  lieu  thereof  ': 
and";  and 

(D)  by  adding  at  the  end  the  following 
new  clause: 

"(3)  state  that  evidence  of  acceptance  by 
any  Federal  agency  of  a  restriction  identical 
to  the  asserted  restriction  within  the  3-year 
period  preceding  the  challenge  shall  serve 
as  justification  for  the  asserted  restriction 
if- 

"(A)  the  acceptance  occurred  after  a 
review  of  the  accepted  restriction  under  this 
section;  aoid 

"(B)  the  accepted  restriction  was  asserted 
by  the  same  contractor  or  subcontractor  to 
whom  such  notice  is  being  provided.". 

(c)  Conforming  Amendments.— Section 
1202  of  the  Department  of  Defense  Authori- 
zation Act.  1985  (10  U.S.C.  2301  note).  Is 
amended— 

(1)  by  inserting  "and"  at  the  end  of  para- 
graph (4); 

(2)  by  striking  out  ";  and"  at  the  end  of 
paragraph  (5)  and  inserting  in  lieu  thereof  a 
period;  and 

(3)  by  striking  out  paragraph  (6). 

(d)  Deadline  for  Revision  of  Recula- 
TiONS.— The  regulations  required  by  section 
2320(a)(1)  of  title  10,  United  States  Code  (as 
amended  by  subsection  (a)),  shall  be  pre- 
scribed not  later  than  180  days  after  the 
date  of  the  enactment  of  this  Act. 

SEC.  »54.  goals  for  INCREASED  USE  OF  MUL- 
TIYEAR  CONTRACTING  AlFTHORITY  IN 
FISCAL  YEAR  1988 

(a)  In  General.— The  Secretary  of  De- 
fense shall  take  appropriate  actions  to 
ensure  that  the  Department  of  Defense  in- 
creases the  use  of  multiyear  contracting  au- 
thority in  fiscal  year  1988. 


(b)  Multiyear  Procurement  Goal.— The 
total  amount  obligated  under  mulliiyear  con- 
tracts (authorized  by  section  2306(h)  of  title 
10,  United  States  Code)  for  Department  of 
Defense  procurement  program  eligible  for 
multiyear  contracting  during  fiscal  year 
1988  should  be  an  amount  that  is  not  less 
than  10  percent  of  the  total  obligatlonal  au- 
thority used  by  the  Department  of  Defense 
for  procurement  programs  of  the  Depart- 
ment during  such  fiscal  year. 

(c)  Apportionment  of  Goal.— The  Secre- 
tary of  Defense  shall  specify  the  percentage 
of  obligatlonal  authority  of  each  military 
department  and  Defense  Agency  that  is  to 
be  used  for  multiyear  contracts  to  achieve 
the  goal  prescribed  In  subsection  (b). 

(d)  Baseline  Report.— Not  later  than  Jan- 
uary 1,  1987,  the  Secretary  of  Defense  shall 
submit  to  the  Committees  on  Armed  Serv- 
ices and  on  Appropriations  of  the  Senate 
and  the  House  of  Representatives  a  written 
report  which  contains  (Da  list  of  all  pro- 
curement programs  which  the  Secretary  de- 
termines to  be  Defense  SAR  procurement 
programs  eligible  for  multiyear  contracting, 
(2)  the  Secretary's  assessment  of  the  feasi- 
bility and  desirability  of  the  multiyear  pro- 
curement goal  prescribed  In  subsection  (b), 
and  (3)  whether  the  Secretary  expects  to 
achieve  the  goal  prescribed  in  subsection  (b) 
for  fiscal  year  1988  and.  If  the  Secretary 
does  not  expect  to  achieve  such  goal,  the 
reasons  why  such  goal  will  not  be  achieved. 

(e)  Definitions.— As  used  in  this  section: 

(1)  The  term  "SAR"  means  Selected  Ac- 
quisition Report  as  defined  in  section 
139a(b)(l)  of  title  10,  United  States  Code. 

(2)  The  term  "Defense  procurement  pro- 
gram eligible  for  multiyear  contracting" 
means  a  procurement  program  of  the  De- 
partment of  Defense  (A)  which  satisfies  the 
conditions  of  clauses  (A)  through  (F)  of  sec- 
tion 2306(h)(1)  of  title  10,  United  States 
Code,  and  (B)  under  which  production  of 
fully  configured  end  items  is  planned  for  a 
period  exceeding  3  fiscal  years. 

TITLE  X— DEPARTMENT  OF  DEFENSE 
EFFICIENCY  AND  ECONOMY  MATTERS 
SEC.  lOfll.SHORTTITI.E 

This  title  may  be  cited  as  the  "Depart- 
ment of  Defense  Efficiency  and  Economy 
Act  of  1986". 

SEC.  1002.  APPLICATION  OF  THE  DAVIS-BACON  ACT 
TO  MILITARY  CONSTRICTION  CON- 
TRACTS 

(a)  In  General.— Subsection  (a)  of  the 
first  section  of  the  Act  entitled  "An  Act  re- 
lating to  the  rate  of  wages  for  laborers  and 
mechanics  employed  on  public  buildings  of 
the  United  States  and  the  District  of  Co- 
lumbia by  contractors  and  subcontractors, 
and  for  other  purposes ".  approved 
March  3,  1931  (40  U.S.C.  276a(a)).  common- 
ly known  as  the  Davis-Bacon  Act,  Is  amend- 
ed- 

(1)  by  Inserting  "(1)"  after  "(a)": 

(2)  by  inserting  "or,  in  the  case  of  con- 
tracts awarded  by  the  Department  of  De- 
fense, every  contract  in  excess  of  $250,000 " 
after  •$2,000"  in  the  first  sentence;  and 

(3)  by  adding  at  the  end  the  following  new 
paragraph: 

"(2)  A  person  contracting  on  behalf  of  the 
United  States  or  the  District  of  Columbia 
may  not  divide  projects  for  construction,  al- 
teration, or  repair  Into  contracts  of  less 
than  $250,000  for  the  purpose  of  avoiding 
the  application  of  this  Act  to  such  con- 
tracts.". 

(b)  Effective  Date.— The  amendments 
made  by  subsection  (a)  shall  apply  to  solici- 
tations for  bids  or  proposals  made  on  and 
after  the  date  of  the  enactment  of  this  Act. 


SEC.  1003.  INCREASE  IN  THRESHHOLD  APPLICABLE 
TO  STATITORY  CONTRACTING-OIT 
PROCEDURES 

(a)  In  General.— Section  502(d)  of  the  De- 
partment of  Defense  Authorization  Act, 
1981  (10  U.S.C.  2304  note)  is  amended  by 
striking  out  '40  or  fewer "  and  Inserting  In 
lieu  thereof  "50  or  fewer". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  take  effect  on 
January  1,  1987. 

SEC.  1004.  CONTRACTING  OUT  THE  PERFORMANCE 
OF  CERTAIN  DEPARTMENT  OF  DE- 
FENSE FUNCTIONS 

(a)  In  General.— Notwithstanding  any 
other  provision  of  law  and  except  as  provid- 
ed in  subsection  (b).  the  Department  of  De- 
fense shall  procure  from  a  private  sector 
source  each  supply  and  service  necessary  for 
or  beneficial  to  the  accomplishment  of  the 
Department's  authorized  functions  (other 
than  military  functions  performed  by  the 
military  departments)  if  a  private  sector 
source  can  provide  such  supply  or  service  to 
the  Department  at  a  cost  that  is  lower  than 
the  cost  at  which  the  Department  can  pro- 
vide the  same  supply  or  service. 

(b)  Exceptions.— (1 )  Subsection  (a)  shall 
not  apply  to— 

(A)  firefighting  functions  until  after  Sep- 
tember 30.  1987.  and  such  functions  may  not 
be  contracted  out  to  the  private  sector 
before  that  date;  or 

(B)  core  logistics  functions— 

(1)  identified  by  the  Secretary  of  Defense 
pursuant  to  section  307  of  the  Department 
of  Defense  Authorization  Act,  1985  (Public 
Law  98-525;  98  Stat.  2514);  or 

(il)  specified  in  section  1231  of  the  Depart- 
ment of  Defense  Authorization  Act.  1986 
(Public  Law  99-145;  99  Stat.  731). 

(2)  The  prohibition  on  contracting  out 
firefighting  functions  before  September  30. 
1987.  under  paragraph  d)(A)  shall  not 
apply  to  a  contract  described  in  section 
1221(b)  of  the  Department  of  Defense  Au- 
thorization Act.  1984  (Public  Law  98-94;  97 
Stat.  691). 

(c)  Reports.— Not  later  than  January  15, 
1987,  the  Secretary  of  Defense  and  the  Ad- 
ministrator of  the  United  States  Fire  Ad- 
ministration shall  each  submit  to  the  Com- 
mittees on  Armed  Services  of  the  Senate 
and  the  House  of  Representatives  a  report 
on  the  contracting  out  of  firefighting  func- 
tions, including  the  following  information: 

(1)  Standards  required  to  perform  the  ac- 
tivities of  the  firefighting  functions,  for  ac- 
tivities performed  by  the  Department  of  De- 
fense personnel  and  by  private  contract. 

(2)  Determinations  of  those  activities 
within  the  firefighting  function  that  are  in- 
herently governmental  and  those  that  are 
not. 

(3)  A  cost  estimate  of  the  savings,  if  any, 
over  a  five-year  period  that  would  be  real- 
ized from  contracting  out  those  activities 
within  the  firefighting  function  not  deter- 
mined to  be  inherently  governmental. 

SEC.  1005.  REALISTIC  AND  FAIR  COST  COMPARI- 
SONS IN  DETERMINATIONS  RELATING 
TO  CONTRACTING  OIT  THE  PERFORM- 
ANCE OF  CERTAIN  DEPARTMENT  OF 
DEFENSE  FUNCTIONS 

For  the  purpose  of  determining  whether 
to  contract  with  private  sector  sources  for 
the  performance  of  any  Department  of  De- 
fense function  on  the  basis  of  a  comparison 
of  the  costs  of  procuring  supplies  or  services 
from  such  sources  with  the  costs  of  provid- 
ing the  same  supplies  or  services  by  the  De- 
partment of  Defense,  the  Secretary  of  De- 
fense should  ensure  that  all  costs  consid- 
ered, including  the  cosU  of  quality  assur- 
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ance.  technical  monitoring  of  the  perform-  (50  U.S.C.  98h(b))  is  amended  to  read  as  fol-  (2)  for  unbudgeted  increases  as  a  result  of 

ance  of  such  function    liability  Insurance,  lows:  inflation  in  the  cost  of  activities  authorized 

employee  retirement  and  disability  benefits,  '(2)  Subject  to  section  5(a)(1).  moneys  in  this  Acf  and 

and  all  other  overhead  costs,  are  realistic  covered  into  the  fund  under  paragraph  (1)  (3)  for  unbudgeted  amounts  for  salary 
"a  iwr-  shall  be  available  for  the  following  purposes  pay,  retirement,  and  other  employee  bene- 
TITLE  XI-NATIONAL  DEFENSE  STOCKPILE  when  appropriated  therefor:  nts  authorized  by  law  for  civilian  employees 
SEC.  not.  EXTENSION  OF  PROHIBITION  ON  REDl'C-  "<A)  The  acquisition  Of  strategic  and  criti-  of  the  Department  of  Defense  whose  com- 
TiONS  IN  STOCKPILE  GOALS  .^'Sf'tT'*'*  ""**^''  paction  6(a)(1).  pensation  is  provided  for  by  funds  author- 
Section  1612(a)(1)  of  the  Department  of  in^HltTT^i^i^f^  2.'  flS?^^'  ^'^  °^^"  ized  to  be  appropriated  in  this  Act. 
pefeo^    Authorization    Act.    1986    (Public  ^cWental  expenses  related  to  such  acquisi-  sec.  1202.  dates  for  reporting  on  inoblicat- 

s^r^lS"ilt"'S:to'l5r  1   fose^ ^'i^Sfrtin^  "'C)   Development   of   current   specifica-  ,  ,       .  «•> balances 

X^hereof^inriii   1Q«7'-          "^^^'"K  tions  of  stockpile  materials  and  the  upgrad-  Subsection  (b)  of  section  1407  of  the  De- 

m  lieu  tnereoi    April  1.  1987  .  j„g  ^j  existing  stockpile  materials  to  meet  Partment    of    Defense    Authorization    Act, 

SEC.  1101.  SPECIAL  AITHORIZATION  FOR  DISPOSAL  current  specifications  (including  transporta-  1^86  (Public  Law  99-145;  99  Stat.  745).  is 

(a)  In  Gemeral.— (1)  Notwithstanding  sec-  tion.  when  economical,  related  to  such  up-  amended  to  read  as  follows: 

tion  5(bK2)  of  the  Strategic  and  Critical  Ma-  grading).  "<d)  Submission  of  Reports.— The  reports 

terials     Stock     Piling     Act     (50      U.S.C.  "(D)  Testing  and  quality  studies  of  stock-  shall  be  submitted  to  Congress  each  year 

98d(b)<2)).   the   Administrator   of   General  pile  materials.  not  later  than  March  1,  April  25.  and  Sep- 

Services  is  authorized  to  dispose  of  the  fol-  "(E)  Studying  future  material  and  mobili-  tember  1.". 

lowing    quantities    of    materials    currently  zation  requirements  for  the  stockpile.  sec.  1203.  selected  acqlisition  reports 

held  m  the  National  Defense  Stockpile  (es-  "(P)  Other  reasonable  requirements  for  (a)    revision    or    REPopTivr    Rr-q.tibf 

tabllshed  by  section  3  of  the  Strategic  and  management  of  the  stockpile.".  „1^'       slct  on    iMa   of   miP    ,n    nn^/n 

Critical    Materials    Stock    Piling    Act    (50  sec.  nos.  definition  States  cSe  is  amended 

VSC  98b))  that  are  hereby  determined  to  as  used  in  this  title,  the  term  "National  (1)  by  addfnrat  the~end  of  subsection 

s^S-             '""'"'  requirements  of  the  Defense  Stockpile"  has  the  meaning  provid-  (a)(3)  the  foUowing  new  sentence^When 

siw.&(juc.  ed  ,n  section  3  of  the  Strategic  and  Critical  the  appropriated  funds  and  quantities  differ 

'S^Z  °''"'-  *°       1-^ shon  ir  ""^'^"'''^  ^"^^  "^""^  ^'' ''"  "•^•^-  '«''^-  fromThos'l  prograi^ertheTrSement 

sZ!?h':::::::::;::::::::::::  IS^'^'aJT  ^^"^  "»••  TA\^.'!f;"^?^^""?^'V^  ^J?"  "^^-  "".*'  ^°«^  *"'  ^^  ^^^^^^  to  reflect  the  appro- 

Cdmium 265.000  pounds  rwSromiim^anT  Hi«*H    r*RRnN  P"*''^*^  amounts.": 

Diamonds,        Industrial    1.125.000  carau  FPBpnMririviTsp                 CARBON  (j)  ,n  subsection  (a)(4).   by  Striking  out 

Stone.  hfcKKOMA!Nc,ANESE  "$2,000,000"  and  inserting  in  lieu  thereof 

Graphite.  Malagasy  C.F .    1.000  short  Ions  <*>  I"  General.— During  fiscal  year  1987  -$40  000  000"- 

TrS^Tatural  ^'""    '"^ ^'°"  "''  ""^  ''f  TIITc^^^ rlrZ.^r'''''  "^'^"•^r  ^'^^ SS"(b)(2)!B)   by  str^ing  out 

Mi^4  O^.. 50.000  short  dry  tons  hith  Lrhnn  fPrrom»n^In^53        *h  **  °^  "three-month"  and  inserting  in  lieu  thereof 

Manganese.   Electrolytic    1,000  short  tons  high  carbon  ferromanganese  and  award  con-  -six-month": 

Metal.  facts  for  the  conversion  of  chromium  and  (g)  by  striking  out  paragraph  (2)  of  sub- 

"!^'="?2' ■■-"-; l]°S:  "*"".  TlT^^'^^^ir  T^  ^^Vl  'he  National  De-  section  (c)  and  inserting  in  lieu  thereof  the 

Mica,  Muscovite  Film 3.000  pounds  fense  Stockpile  mto  high  carbon  ferrochro-  following- 

"i^""^""   ^'""    '"  ""^  '^""'^  """?  *?•*  ^'^^^  *'*''''°"  ferromanganese.  re-  ..(j)  Each  Selected  Acquisition  Report  for 
Mica.  Phiogopite  Split-    100.000  pounds  ^"(b") '^  Stotkpiif     Ooai <:     (I)     Pnntrartc  '^e  first  quarter  Of  a  fiscal  year  Shall  be  de- 
tings.  J°l.  STOCKPILE     GOALS.-(I)     Contracts  signed  to  provide  the  Committees  on  Armed 

Nickel 3.750  short  tons  awarded  under  subsection  (a)  shall  provide  services  of  the  Senate  and  the  House  of 

R""'e 10.300  short  dry  tons  for  the   addition   of  not   less  than   53.500  Representatives  with  the  information  such 

Silicon  Carbide 7.600  short  tons  short  tons  of  high  carbon  ferrochromium  pommif  t^ps  npprf  to  nprfnrm  thpir  nuepciiriit 

SiWer  (Coinage  Program    3.000.000  troy  ounces  and  67.500  short  tons  Of  high  carbon  ferro-  f^nTo^"  o  changeTnZ  SnfenroTSe 

xSmi  Chestnut              1 000  ion«  Ions  manganese  to  the  National  Defense  Stock-  selected  Acquisition  Report:  from  the  con- 

Thorium  Nitrate 10.000  pounds  mc  jjreteamg  iemence.         ,        ^       .        ^  previous  year  may  be  made  until  appropri- 

Tin 4.000  metric  tons  <2)  If.  m  any  fiscal  year  referred  to  in  sub-  ate  officials  of  the  Department  of  Defense 

Titanium.  Non-Stockpile   900  short  tons  section  (a),  the  minimum  quantity  of  high  have  consulted  with  such  Committees  re- 
Grade,  carbon  ferrochromium  or  high  carbon  ferro-  garding  the  proposed  changes  "• 

-'^^^'^ -^ '•?!!!1'^.„  J?^,1?t„.  ^'  mangMiese  to  be  added  to  the  National  De-  (g)  in  subsection  (OOKC)!  by  inserting 

tungsten  metal  equ.va-  fense  Stockpile   as  prescribed  in  paragraph  ..which  is  produced  at  a  rate  of  six  unite  or 

Zinc 33  750  short  tons  l)jis  not  met,  the  quantity  of  such  material  ^ore    per    year,"    after    "report."    in    the 

_  „^     „  to  be  added  to  such  stockpile  m  the  succeed-  matter  nrpcpdine  <!ubrlfl.ii<:p  (iv  anri 

mLyS'dt?^TKv'a°uaStRv"olf^rmr  ^'  '.T^?>r  h^*?*"  "^  '""^'^^^  '^  ^^^  ^7)  b7^LTaVth'^?nTtheforL^^^ 

may  not  dispose  of  any  quantity  of  any  ma-  quantity  of  the  deficiency.  subsection- 

terial  under  subsection  (a)  if  the  disposal  (c)   Seven- Year   Minimum   Quantities.-  ..(K)  Total  oroeram  reoortine  under  this 

would  «iuse  the  total  receipte  from  dispos-  The  total  quantities  of  high  carbon  ferroch-  section  shall  appl^itS  LxceSn  to  a 

$120,000,000.  be  added  to  the  National  Defense  Stockpile  ated  for  such  acquisition  program  and  the 

SEC.  1103.  AITHORIZATION  OF  appropriations  over  the  seven  fiscal  years  referred  to  in  Department  of  Defense  h^  made  the  dec^ 

(a)  In  GEiiERAL.-Notwithstanding  section  subsection  (a)  shall  be  as  follows:  sion  to  proceed  to  full-scale  engineering  de- 
5(aK2)  of  the  Strategic  and  Critical  Materi-  <1)  High  carbon  ferrochromium,  374,000  velopment  on  such  program.  Reporting  may 
als  Stock  PUing  Act  (50  U.S.C.  98d(a)(2)).  short  tons.  be  limited  to  the  development  program 
there  is  authorized  to  be  appropriated  (2)  High  carbon  ferromanganese,  472.000  before  a  Department  of  Defense  decision  is 
$120,000,000  for  fiscal  year  1987  for  the  ac-  short  tons.  ^ade  to  proceed  to  full-scale  engineering 
quisition  of  strategic  and  critical  materi-  <d)  In  this  section,  the  term  "National  De-  development  subject  to  approval  by  the 
als   for   the   National   Defense  Stockpile.  fense  Stockpile"  means  the  stockpile  provid-  Committees    on    Armed    Services    of    the 

(b)  Acquisition  or  Germanium.— The  Ad-  ed  for  in  section  4  of  the  Strategic  and  Criti-  Senate  and  the  House  of  Representatives  A 
ministrator  of  General  Services  shall  ac-  cal  Materials  Stock  Piling  Act  (50  U.S.C.  limited  report  under  this  subsection  shall 
quire  not  less  than  30.000  kilograms  of  ger-  98c).  include- 

manium  during  fiscal  year  1987  with  funds  TITLE  XII-QENERAL  PROVISIONS  -(1)  The  same  information,  in  detail  and 

appropriated  pursuant  to  the  authorization  ggc.  izoi.  authorization  of  appropriations  summarized  form,  as  is  provided  in  reporte 

m  this  section  or  under  the  authority  of  sec-  for  civilian  pay  and  contingen-  submitted    under    subsections    (c)(1)    and 

tion  6<c)  of  the  Strategic  and  Critical  Mate-  CIES  (c)(3)  of  section  139  of  this  title, 

rials  Stock  Piling  Act  (50  U.S.C.  98e(c)).  There  are  authorized  to  be  appropriated  "(2)  Reasons  for  any  change  in  the  devel- 

SEC.  iiM.  extension  OF  USES  OF  STOCKPILE  for  fiscal  year  1987.  in  addition  to  other  opment  cost  and  schedule. 

TRANSACTION  FUND  amounte  authorized  to  be  appropriated  in  "(3)  The  major  contracte  under  the  devel- 

Paracraph  (2)  of  section  9<b)  of  the  Stra-  this  Act,  such  sums  as  may  be  necessary—  opment  program  and  the  reasons  for  any 

tegic  and  Critical  Materials  Stock  Piling  Act  (1)  for  unbudgeted  increases  in  fuel  coste:  cost  or  schedule  variances  under  those  con- 
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tracts since  the  last  Selected  Acquisition 
Report. 

"(4)  The  completion  status  of  the  develop- 
ment program  (A)  expressed  as  a  percentage 
that  the  number  of  years  for  which  funds 
have  been  appropriated  for  the  develop- 
ment program  is  of  the  number  of  years  for 
which  it  is  planned  that  funds  will  be  appro- 
priated for  the  program,  and  (B)  expressed 
as  the  percentage  that  the  amount  of  funds 
that  have  been  appropriated  for  the  devel- 
opment program  is  of  the  total  amount  of 
funds  which  it  is  planned  will  be  appropri- 
ated for  the  program. 

"(5)  Program  highlights  since  the  last  Se- 
lected Acquisition  Report. 

"(6)  Other  information  as  the  Secretary  of 
Defense  considers  appropriate. 
The  submission  requirements  for  quarterly 
Selected  Acquisition  Reports  for  develop- 
ment programs  shall  be  governed  by  the 
same  criteria  as  for  quarterly  Selected  Ac- 
quisition Reports  for  total  program  report- 
ing.". 

(b)  Unit  Cost  Reports.— Section  139b  of 
title  10,  United  States  Code,  is  amended— 

(1)  in  subsection  (b),  by  inserting  "(exclud- 
ing Saturdays,  Sundays,  and  holidays)" 
after  "days"  each  time  it  appears  in  the 
second  sentence;  and 

(2)  by  adding  at  the  end  the  following  new 
subsection: 

"(h)  Reporting  under  this  section  shall 
not  apply  if  a  program  has  received  a  limit- 
ed reporting  waiver  under  section  139a(h)  of 
this  title.". 

(c)  Eftective  Date.— The  amendments 
made  by  subsections  (a)  and  (b)  shall  take 
effect  on  January  1,  1987. 

SEC.   \tM.  EXTENSION  OF   EXEMPTION   FOR  DOD 
POLYGRAPH  test  PROGRAM 

Section  1221(e)  of  the  Department  of  De- 
fense Authorization  Act,  1986  (Public  Law 
99-145;  99  Stat.  727),  is  amended— 

(1)  in  clause  (2),  by  striking  out  "or"  at 
the  end  of  such  clause; 

(2)  in  clause  (3)— 

(A)  by  striking  out  "cryptologic"  and  in- 
serting in  lieu  thereof  "cryptographic";  and 

(B)  by  striking  out  the  period  at  the  end 
and  inserting  in  lieu  thereof  a  semicolon 
and  "and";  and 

(3)  by  adding  at  the  end  the  following  new 
clause: 

"(4)  to  any  polygraph  examination  con- 
ducted under  the  authorization  granted  by 
the  Secretary  of  Defense  on  August  31, 
1982,  on  a  person  who  is  participating  in  a 
national  program— 

"(A)  which  has  as  its  purpose  the  collec- 
tion of  specialized  intelligence  through  re- 
connaissance; 

"(B)  which  is  under  the  purview  of  the  Di- 
rector of  Central  Intelligence;  and 

"(C)  for  which  a  polygraph  examination 
was  established  on  or  before  October  1, 
1985,  as  a  condition  for  participation  in  such 
program. 

The  number  of  examinations  that  may  be 
conducted  pursuant  to  such  authorization 
in  fiscal  year  1987  may  not  exceed  the 
number  conducted  pursuant  to  such  author- 
ization in  fiscal  year  1986.". 

SEC.  1205.  MODERNIZATION  OF  DEFENSE  CAPABILI- 
TIES OF  COUNTRIES  OF  NATO'S 
SOUTHERN  FLANK 

(a)  Authority  To  TRANsrER  E<juip«€Ent.— 
Notwithstanding  any  other  provision  of  law 
and  subject  to  subsection  (b),  the  President 
may  transfer  to  those  member  nations  of 
the  North  Atlantic  Treaty  Organization 
(NATO)  on  the  southern  flank  of  NATO 
which  are  eligible  for  United  SUtes  security 
assistance  and  which  are  integrated  into 


NATO's  military  structure  such  defense 
equipment  as  the  President  determines  nec- 
essary to  help  modernize  the  defense  capa- 
bilities of  such  nations.  Such  equipment 
may  be  transferred  without  cost  to  the  re- 
cipient nations. 

(b)  Limitations  on  Transfers.- The 
President  may  transfer  defense  equipment 
under  this  section  only  if— 

(1)  the  equipment  is  drawn  from  existing 
stocks  of  the  E)epartment  of  Defense; 

(2)  no  funds  available  to  the  Department 
of  Defense  for  the  procurement  of  defense 
equipment  are  expended  in  connection  with 
the  transfer;  and 

(3)  the  President  determines  that  the 
transfer  of  the  equipment  will  not  have  an 
adverse  Impact  on  the  Armed  Forces  of  the 
United  States. 

(c)  Notification  to  Committees  of  Con- 
CRESS.— The  President  may  not  transfer  de- 
fense equipment  under  this  section  until— 

(1)  he  has  notified  the  Committees  on 
Armed  Services  of  the  Senate  and  the 
House  of  Representatives,  the  Committee 
on  Foreign  Relations  of  the  Senate,  and  the 
Committee  on  Foreign  Affairs  of  the  House 
of  Representatives  of  the  proposed  transfer 
and  included  in  such  notification  a  certifica- 
tion of  the  need  for  the  transfer  and  an  as- 
sessment of  the  impact  of  the  transfer  on 
the  Armed  Forces  of  the  United  States;  and 

(2)  a  period  of  30  days  has  elapsed  follow- 
ing the  date  on  which  such  notification  is 
received  by  the  committees  named  in  clause 
(1). 

(d)  Definition.- In  subsection  (a),  the 
term  "member  nations  of  the  North  Atlan- 
tic Treaty  Organization  (NATO)  on  the 
southern  flank  of  NATO"  means  Greece, 
Italy.  Portugal,  Spain,  and  Turkey. 

SEC.  1206.  NATO  COOPERATIVE  UXilSTIC  SUPPORT 
AGREEMENTS 

(a)  General  Authority.— "fhe  Secretary 
of  Defense  may  enter  into  bilateral  or  multi- 
lateral Weapon  System  Partnership  Agree- 
ments with  one  or  more  governments  of 
other  member  nations  of  the  North  Atlantic 
Treaty  Organization  (NATO)  for  the  pur- 
pose of  providing  cooperative  logistics  sup- 
port for  the  armed  forces  of  the  countries 
which  are  parties  to  the  agreements.  Such 
agreements  may  include  provision  for  the 
transfer  of  logistics  support,  supplies,  and 
services  by  the  United  States  to  the  NATO 
Maintenance  and  Supply  Organization  and 
for  the  acquisition  of  logistics  support,  sup- 
plies, and  services  by  the  United  States  from 
such  organization. 

(b)  Authority  of  Secretary  of  De- 
fense.—Under  the  terms  of  a  Weapon 
System  Partnership  Agreement  entered  into 
under  subsection  (a),  the  Secretary  of  De- 
fense may— 

(1)  agree  that  the  NATO  Maintenance 
and  Supply  Organization  may  make  con- 
tracts for  supply  and  acquisition  of  logistics 
support  in  Europe  for  requirements  of  the 
United  States,  to  the  extent  the  Secretary 
determines  that  the  procedures  of  that  or- 
ganization governing  such  supply  and  acqui- 
sition are  appropriate;  and 

(2)  share  the  costs  of  set-up  charges  of  fa- 
cilities for  use  by  the  NATO  Maintenance 
and  Supply  Organization  to  provide  cooper- 
ative logistics  support  and  share  in  the  costs 
of  establishing  a  revolving  fund  for  initial 
acquisition  and  replenishment  of  supply 
stocks  to  be  used  by  the  NATO  Mainte- 
nance and  Supply  Organization  to  provide 
cooperative  logistics  support. 

(c)  Sharing  of  Administrative  Ex- 
penses.—Each  Weapon  System  Partnership 
Agreement  shall  provide  for  joint  manage- 


ment by  the  participating  nations  and  for 
the  equitable  sharing  of  the  administrative 
costs  incident  to  such  agreement. 

(d)  Application  of  Chapter  137.— Except 
as  provided  in  this  section,  the  provisions  of 
chapter  137  of  title  10.  United  States  Code, 
shall  apply  to  contracts  entered  into  by  the 
Secretary  of  Defense  for  the  acquisition  of 
logistics  support  under  a  Weapon  System 
Partnership  Agreement. 

(e)  Application  of  Arms  Export  Control 
Act.— The  transfer  of  defense  articles  or  de- 
fense services  to  the  NATO  Maintenance 
and  Supply  Organization  for  the  purp>oses 
of  a  Weapon  System  Partnership  Agree- 
ment shall  be  in  accordance  with  the  provi- 
sions of  the  Arms  Export  Control  Act  (22 
U.S.C.  2751  etseq.). 

(f)  Supplemental  Authority.— The  au- 
thority of  the  Secretary  of  Defense  under 
this  section  is  in  addition  to  the  authority  of 
the  Secretary  under  chapter  138  of  title  10. 
United  States  Code,  or  under  any  other  pro- 
vision of  law. 

(g)  Definition.— For  the  purpose  of  this 
section,  the  term  "Weapon  System  Partner- 
ship Agreement"  means  an  agreement  be- 
tween the  United  States  and  one  or  more 
other  NATO  nations  participating  in  the  op- 
eration of  the  NATO  Maintenance  and 
Supply  Organization,  entered  into  pursuant 
to  the  terms  of  the  charter  of  such  Mainte- 
nance and  Supply  Organization,  for  the 
common  logistic  support  of  a  specific 
weapon  system  common  to  the  participating 
nations. 

SEC.  1207.  COOPERATIVE  PROJECTS 

(a)  Arms  Export  Control  Act.— (1)  Sec- 
tion 27  of  the  Arms  Export  Control  Act  (22 
U.S.C.  2767)  is  amended— 

(A)  in  subsection  (b)— 

(i)  by  inserting  ".in  the  case  of  an  agree- 
ment with  the  North  Atlantic  Treaty  Orga- 
nization or  with  one  or  more  member  coun- 
tries of  that  Organization,"  after  "project"  " 
in  paragraph  ( 1 ): 

(ii)  by  striking  out  "and"  at  the  end  of 
paragraph  ( 1 ); 

(iii)  by  redesignating  paragraph  (2)  as 
paragraph  (3);  and 

(iv)  by  inserting  after  paragraph  (1)  the 
following  new  paragraph: 

"(2)  the  term  cooperative  project",  in  the 
case  of  an  agreement  entered  into  under 
subsection  (j),  means  a  jointly  managed  ar- 
rangement,, described  in  a  written  agree- 
ment among  the  parties,  which  is  undertak- 
en in  order  to  enhance  the  ongoing  multina- 
tional effort  of  the  participants  to  improve 
the  conventional  defense  capabilities  of  the 
participants  and  which  provides— 

"(A)  for  one  or  more  of  the  other  partici- 
pants to  share  with  the  United  States  the 
costs  of  research  on  and  development,  test- 
ing, evaluation,  or  joint  production  (includ- 
ing follow-on  support)  of  certain  defense  ar- 
ticles; 

"(B)  for  concurrent  production  in  the 
United  SUtes  and  in  the  country  of  another 
participant  of  a  defense  article  jointly  devel- 
oped in  accordance  with  subparagraph  (A); 
or 

"(C)  for  procurement  by  the  United  States 
of  a  defense  article  or  defense  service  from 
another  participant  to  the  agreement;  and"; 
and 

(B)  by  adding  at  the  end  the  following 
new  subsection: 

"(j)  The  President  may  enter  into  a  coop- 
erative project  agreement  with  any  friendly 
foreign  country  not  a  member  of  the  North 
Atlantic  Treaty  Organization  under  the 
same  general  terms  and  conditions  as  the 


23976 


CONGRESSIONAL  RECORD— HOUSE 


September  18,  1986 


President  is  authorized  to  enter  Into  such 
an  agreement  with  one  or  more  member 
countries  of  the  North  Atlantic  Treaty  Or- 
ganization if  the  President  determines  that 
the  cooperative  project  agreement  with 
such  country  would  be  in  the  foreign  policy 
or  national  security  interests  of  the  United 
SUtes.". 

(2)  The  section  heading  for  such  section  is 
amended  to  read  as  follows: 

"Sec.  27.  Authority  of  President  To 
Enter  Into  Cooperative  Projects  With 
Friendly  Foreign  Countries.—". 

(b)  Title  10.  United  States  Code.— (1) 
Section  2407  of  title  10.  United  States  Code, 
is  amended— 

(A)  in  subsection  (a)(1).  by  striking  out 
"North  Atlantic  Treaty  Organization 
(NATO)"; 

(B)  in  subsection  (c)(2).  by  striking  out 
"NATO"; 

(C)  in  paragraphs  (1)  and  (2)  of  subsection 
(e).  by  striking  out  "NATO"  each  place  it 
appears:  and 

(D)  by  striking  out  the  section  heading 
and  inserting  in  lieu  thereof  the  following; 
''§2407.  Acquisition  of  defense  equipment  under 

cooperative  projects". 

(2)  The  table  of  sections  at  the  beginning 
of  chapter  141  of  such  title  is  amended  by 
striking  out  the  item  relating  to  section  2407 
and  inserting  in  lieu  thereof  the  following: 

"2407.    Acquisition    of    defense    equipment 
under  cooperative  projects.". 

SEC.     1208.    ACQl'ISITION    AND    CROSS-SERVICING 
AGREEMENTS 

(a)  Authority  To  Enter  Into  Agreements 
With  Countries  Outside  Europe.— Section 

2341  of  title  10.  United  States  Code,  is 
amended  to  read  as  follows: 

"§  2341.  Authority  to  acquire  logistic  support, 
supplies,  and  services  for  armed  forces  of  tlie 
United  States  deployed  outside  tlie  United 
SUtes 

"Subject  to  section  2343  of  this  title  and 
subject  to  the  availability  of  appropriations, 
the  Secretary  of  Defense  may— 

"(1)  acquire  from  the  Governments  of 
North  Atlantic  Treaty  Organization  coun- 
tries and  from  North  Atlantic  Treaty  Orga- 
nization subsidiary  bodies  logistic  support, 
supplies,  and  services  for  elements  of  the 
armed  forces  deployed  in  Europe  and  adja- 
cent waters;  and 

"(2)  acquire  from  any  government  not  a 
member  of  the  North  Atlantic  Treaty  Orga- 
nization in  which  armed  forces  of  the 
United  States  are  deployed,  or  are  to  be  de- 
ployed, logistic  support,  supplies,  and  serv- 
ices for  elements  of  the  armed  forces  de- 
ployed (or  to  be  deployed)  in  such  country 
or  in  the  military  region  in  which  such 
country  is  located  if  such  country— 

"(A)  has  a  defense  alliance  with  the 
United  States: 

"(B)  permits  the  stationing  of  members  of 
the  armed  forces  of  the  United  States  in 
such  country  or  the  homeporting  of  Naval 
vessels  of  the  United  States  in  such  country: 

"(C)  has  agreed  to  preposition  materiel  of 
the  United  States  in  such  country:  or 

"(D)  serves  as  the  host  country  to  military 
exercises  which  include  the  armed  forces  of 
the  United  States  or  permits  other  military 
operations  by  the  armed  forces  of  the 
United  States  in  such  country.". 

(b)  Cross-Servicing  Agreements.— Section 

2342  of  such  title  is  amended  to  read  as  fol- 
lows: 

"§  2342.  Cross  servicing  agreements 

"(a)  Subject  to  section  2343  of  this  title 
and  to  the  availability  of  appropriations. 


and  after  consultation  with  the  Secretary  of 
State,  the  Secretary  of  Defense  may— 

"(1)  enter  into  agreements  with  the  gov- 
ernment of  any  North  Atlantic  Treaty  Orga- 
nization country  and  with  any  North  Atlan- 
tic Treaty  Organization  subsidiary  body 
under  which  the  United  States  agrees  to 
provide  logistic  support,  supplies,  and  serv- 
ices to  military  forces  of  such  country  or 
subsidiary  body  deployed  in  Europe  and  ad- 
jacent waters  in  return  for  the  reciprocal 
provision  of  logistic  support,  supplies,  and 
services  by  such  country  or  subsidiary  body 
to  elements  of  the  armed  forces  deployed  in 
Europe  and  adjacent  waters: 

"(2)  enter  into  agreements  with  the  gov- 
ernment of  any  country  designated  by  the 
Secretary  of  Defense  which  is  not  a  member 
of  the  North  Atlantic  Treaty  Organization 
under  which  the  United  States  agrees  to 
provide  logistic  support,  supplies,  and  serv- 
ices to  the  armed  forces  of  such  country  in 
return  for  the  reciprocal  provision  of  logis- 
tic support,  supplies,  and  services  by  such 
country  to  elements  of  the  armed  forces  of 
the  United  States  deployed  in  such  country 
or  in  the  military  region  in  which  such 
country  is  located:  and 

"(3)  enter  into  agreements  with  the  gov- 
ernment of  any  country  referred  to  in 
clause  (1)  or  (2)  under  which  the  United 
States  agrees  to  provide  logistic  support, 
supplies,  and  services  to  the  armed  forces  of 
such  country  in  return  for  the  reciprocal 
provision  of  support,  supplies,  and  services 
for  the  armed  forces  of  the  United  States 
from  such  country  while  the  armed  forces 
of  such  country  are  stationed  in  North 
America  or  are  performing  military  exer- 
cises or  training  in  North  America. 

"(b)  A  country  may  not  be  designated  by 
the  Secretary  of  Defense  for  cross-servicing 
agreements  under  this  section  unless  the 
Secretary,  after  consultation  with  the  Secre- 
tary of  State,  has  determined  that  the  desig- 
nation of  such  country  for  such  purpose  is 
in  the  interest  of  the  national  security  of 
the  United  States. 

"(c)  The  Secretary  of  Defense  may  not  use 
the  authority  of  this  chapter  to  procure 
from  any  foreign  government  as  a  routine 
or  normal  source  any  goods  or  services  rea- 
sonably available  from  United  States  com- 
mercial sources. 

■(d)  The  Secretary  of  Defense  shall  pre- 
scribe such  regulations  as  may  be  necessary 
to  ensure  that  contracts  entered  into  under 
this  chapter  are  free  from  self-dealing,  brib- 
ery, and  conflict  of  interests.". 

(c)  Methods  of  Payment.— Section  2344(b) 
of  such  title  is  amended— 

(1)  in  paragraph  (1),  by  inserting  "or 
other  foreign  country"  after  "country"  in 
the  material  preceding  subparagraph  (A): 
and 

(2)  in  paragraph  (3),  by  inserting  "or 
other  foreign  country"  after  "country". 

(d)  Liquidation  of  Accrued  Credits  and 
Liabilities.— Section  2345  of  such  title' is 
amended— 

(1)  by  inserting  "(a)"  before  "Credits"  at 
the  beginning  of  such  section;  and 

(2)  by  adding  at  the  end  the  following  new 
subsection: 

"(b)  Payment-in-kind  or  exchange  entitle- 
ments shall  be  satisfied  within  12  months 
after  the  date  of  the  delivery  of  the  logistic 
support,  supplies,  or  services.". 

(e)  Limitations  on  Amounts  That  May 
Be  Obligated  or  Accrued  by  the  United 
States.— Section  2347  of  such  title  is  amend- 
ed- 

( 1 )  in  subsection  ( a)— 

(A)  by  inserting  "(1)"  after  "(a)";  and 


(B)  by  adding  at  the  end  the  following 
new  paragraph: 

"(2)  Except  during  a  period  of  active  hos- 
tilities in  the  military  region  affecting  a 
country  which  is  not  a  member  of  the  North 
Atlantic  Treaty  Organization,  but  with 
which  the  United  States  has  one  or  more  ac- 
quisition or  cross-servicing  agreements,  the 
total  amount  of  reimbursable  liabilities  that 
the  United  States  may  accrue  under  this 
chapter  (before  the  computation  of  offset- 
ting balances)  with  such  country  may  not 
exceed  $10,000,000  in  any  fiscal  year,  and  of 
such  amount  not  more  than  $2,500,000  in  li- 
abilities may  be  accrued  for  the  acquisition 
of  supplies  (other  than  petroleum,  oils,  and 
lubricants).  The  $10,000,000  limitation  speci- 
fied in  this  paragraph  is  in  addition  to  the 
limitation  specified  in  paragraph  (1)."; 

(2)  in  subsection  (b).  by  inserting  "(1)" 
after  "(b)";  and 

(3)  by  adding  at  the  end  the  following  new 
paragraph: 

"(2)  Except  during  a  period  of  active  hos- 
tilities in  the  military  region  affecting  a 
country  referred  to  in  paragraph  (1).  the 
total  amount  of  reimbursable  credits  that 
the  United  States  may  accrue  under  this 
chapter  from  such  country  (before  compu- 
tation of  offsetting  balances)  may  not 
exceed  $10,000,000  in  any  fiscal  year.  The 
$10,000,000  limitation  specified  in  this  para- 
graph is  in  addition  to  the  limitation  speci- 
fied in  paragraph  (1).". 

(f )  Inventories  of  Supplies  Not  To  Be  In- 
creased.—Section  2348  of  such  title  is 
amended  by  striking  out  "to  military  forces 
of  any  North  Atlantic  Treaty  Organization 
country  or  any  North  Atlantic  Treaty  Orga- 
nization subsidiary  body". 

(g)  Definition.— Section  2350  of  such  title 
is  ariiended  by  adding  at  the  end  the  follow- 
ing new  paragraph: 

"(3)  'Military  region'  means  the  geo- 
graphical area  of  responsibility  assigned  to 
the  Commander  of  a  Unified  Command  of 
the  armed  forces  of  the  United  States  ex- 
cluding Europe  and  adjacent  waters.". 

(h)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  chapter  138 
of  such  title  is  amended  by  striking  out  the 
item  relating  to  section  2341  and  inserting 
in  lieu  thereof  the  following: 

"2341.  Authority  to  acquire  logistic  support, 
supplies,  and  services  for 
armed  forces  of  the  United 
States  deployed  outside  the 
United  States.". 

SE<.  1209.  COOPERATIVE  RESEARCH  AND  DEVEL- 
OPMENT WITH  NON  NATO  ALLIES  AND 
OTHER  FRIENDLY  ( Ol  NTRIES 

(a)  Findings.— The  Congress  finds— 

( 1 )  that  the  North  Atlantic  Treaty  Organi- 
zation Cooperative  Research  and  Develop- 
ment program  instituted  during  fiscal  year 
1986  has  served  to  increase  cooperation  in 
research  and  development  among  NATO  na- 
tions: and 

(2)  that  additional  benefits  of  cooperation 
in  research  and  development  might  ensue 
from  an  extension  of  the  program  to  include 
countries  which  have  mutual  security  or 
mutual  assistance  treaties  with  the  United 
States  or  which  share  with  the  United 
States  a  commitment  to  freedom  and  indi- 
vidual liberties. 

(b)  Congressional  Request  for  Coopera- 
tion ON  Research  and  Developbient.— The 
Congress  urges  and  requests  the  President 
and  the  Secretary  of  Defense  to  pursue  dili- 
gently opportunities  for  the  United  States 


and  our  majc 
ate— 

(1)  in  reses 
fense  equipm< 

(2)  in  the 
ment. 

(c)  Funds  f 
the  funds  api 
thorizations  I 
$40,000,000  St 
erative  reseai 
with  major  n< 

(d)  Restric 
understandin 
to  conduct  a  i 
opment  proji 
under  this  s( 
Defense  det 
project  enhai 
effort  to  imf 
pabilities  thr 
ing  technolog 

(2)  Each  cc 
sharing  of  th 
participants  ( 

(3)  The  Se 
authority  to 
paragraph  (1 
tary  of  Defe 
Defense  for  i 

(e)  Restri 

ElQUIPMENT    Jl 

assure  substt 
of  major  non 
search  and 
made  availab 
projects  may 
ment  or  sen 
ment.  foreii 
other  foreigr 
(2)  A  majo 
lize  any  Unit 
assistance  fi 
purpose  of  n 
operative  re 
gram  entere 
under  this  se 

(f)  Notice 
Defense  and 
jointly  subm 
than  Januai 
those  count 
with  the  Un 
search  and 
ized  by  this  s 

(g)  Defini": 

(1)  The  t 
means  a  co 
States  has 
mutual  secu: 
try  which  si 
mutual  com! 
ual  freedoms 

(2)  The  t( 
development 
volving  join 
States  and 
allies  under 
ing  (or  othei 
a  joint  resea 

(A)  to  de 
ment  and  mi 

(B)  to  mo( 
to  meet  U 
ments. 

SEC.   1210.  SEI 

s 
It  is  the  s 
the  national 
States  to  ( 
with  stratei 
with  the  S< 
central  num 
clear  delive 


UMI 


?r  18,  1986 

the  following 

of  active  hos- 
n  affecting  a 
r  of  the  North 
n,  but  with 
ne  or  more  ac- 
reements,  the 
liabilities  that 
le  under  this 
ion  of  offset- 
titry  may  not 
il  year,  and  of 
2,500,000  in  li- 
lie  acquisition 
eum,  oils,  and 
nitation  speci- 
Jdition  to  the 
3h(l).": 
iserting  "(I)" 

following  new 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


23977 


D  of  such  title 
id  the  follow- 

.ns  the  geo- 
y  assigned  to 
Command  of 
ed  States  ex- 
aters.". 
r.— The  table 
f  chapter  138 
iking  out  the 
and  inserting 


[istic  support, 

services      for 

the    United 

outside    the 

H  AND  DEVEI,- 
TO  ALLIES  AM) 
MRIES 

finds— 

reaty  Organi- 
and  Develop- 
ig  fiscal  year 
operation  in 
ng  NATO  na- 


POR  COOPERA- 

)P«tENT.— The 
he  President 
o  pursue  dili- 
7nited  States 


and  our  major  non-NATO  allies  to  cooper- 
ate— 

(1)  in  research  and  development  on  de- 
fense equipment  and  munitions:  and 

(2)  in  the  production  of  defense  equip- 
ment. 

(c)  Funds  for  Cooperative  Projects.— Of 
the  funds  appropriated  pursuant  to  the  au- 
thorizations in  section  201.  not  more  than 
$40,000,000  shall  be  available  only  for  coop- 
erative research  and  development  projects 
with  major  non-NATO  allies. 

(d)  Restrictions.— ( 1 )  A  memorandum  of 
understanding  (or  other  formal  agreement) 
to  conduct  a  cooperative  research  and  devel- 
opment project  may  not  be  entered  into 
under  this  section  unless  the  Secretary  of 
Defense  determines  that  the  proposed 
project  enhances  the  ongoing  multinational 
effort  to  improve  conventional  defense  ca- 
pabilities through  the  application  of  emerg- 
ing technology. 

(2)  Each  cooperative  project  shall  require 
sharing  of  the  costs  of  research  between  the 
participants  on  an  equitable  basis. 

(3)  The  Secretary  may  not  delegate  the 
authority  to  make  a  determination  under 
paragraph  (1)  except  to  the  Deputy  Secre- 
tary of  Defense  or  the  Under  Secretary  of 
Defense  for  Acquisition. 

(e)  Restrictions  on  Procurement  of 
Equipment  and  Services.— ( 1 )  In  order  to 
assure  substantial  participation  on  the  part 
of  major  non-NATO  allies  in  cooperative  re- 
search and  development  projects,  funds 
made  available  under  subsection  (c)  for  such 
projects  may  not  be  used  to  procure  equip- 
ment or  services  from  any  foreign  govern- 
ment, foreign  research  organization,  or 
other  foreign  entity. 

(2)  A  major  non-NATO  ally  may  not  uti- 
lize any  United  States  military  or  economic 
assistance  funds,  grants,  or  loans  for  the 
purpose  of  making  its  contribution  to  a  co- 
operative research  and  development  pro- 
gram entered  into  with  the  United  States 
under  this  section. 

(f )  Notice  to  Congress.— The  Secretary  of 
Defense  and  the  Secretary  of  State  shall 
jointly  submit  a  letter  to  Congress  not  later 
than  January  1  of  each  year  enumerating 
those  countries  eligible  for  participation 
with  the  United  States  in  a  cooperative  re- 
search and  development  program  author- 
ized by  this  section. 

(g)  Definitions.— As  used  in  this  section: 

(1)  The  term  "major  non-NATO  ally" 
means  a  country  with  which  the  United 
States  has  a  mutual  security  treaty  or 
mutual  security  assistance  treaty  or  a  coun- 
try which  shares  with  the  United  States  a 
mutual  commitment  to  freedom  and  individ- 
ual freedoms. 

(2)  The  term  "cooperative  research  and 
development  project"  means  a  project  in- 
volving joint  participation  by  the  United 
States  and  one  or  more  major  non-NATO 
allies  under  a  memorandum  of  understand- 
ing <or  other  formal  agreement)  to  carry  out 
a  joint  research  and  development  program- 

(A)  to  develop  new  conventional  equip- 
ment and  munitions:  or 

(B)  to  modify  existing  military  equipment 
to  meet  United  States  military  require- 
ments. 

SEC.   1210.  SENSE  OF  THE  SENATE   RELATING   TO 
SALT  II  COMPLIANCE 

It  is  the  sense  of  the  Senate  that  it  is  in 
the  national  security  interests  of  the  United 
States  to  continue  voluntary  compliance 
with  strategic  offensive  arms  agreements 
with  the  Soviet  Union  by  recognizing  the 
central  numerical  sublimits  on  strategic  nu- 
clear  delivery  systems   contained   in  such 


agreements  so   long  as  the  Soviet   Union 
complies  with  such  sublimits. 

SEC.  1211.  SENSE  OF  THE  SENATE  RELATING  TO 
STRATEGIC  ARMS  AGREEMENTS 

It  Is  the  sense  of  the  Senate  that,  consist- 
ent with  international  law.  it  is  not  in  the 
national  Interest  of  the  United  States  to 
continue  compliance  with  any  strategic 
arms  agreement  that  the  Soviet  Union  has 
clearly  violated. 

SEC.  1212.  LI.MITATION  ON  OBLIGATION  OF  FINDS 
FOR  ESTABLISHING  A  FEDERALLY 
FINDED  RESEARCH  AND  DEVELOP- 
MENT CENTER  FOR  THE  STRATEGIC 
DEFENSE  INITIATIVE 

(a)  Prohibition  on  Use  of  Funds.— None 
of  the  funds  authorized  to  be  appropriated 
in  this  or  any  other  Act  may  be  obligated  or 
expended  for  the  purpose  of  establishing  or 
operating  a  Federally  Funded  Research  and 
Development  Center  for  the  support  of  the 
Strategic  Defense  Initiative  Organization 
until  Congress  has  received  the  reports  de- 
scribed in  subsection  (b)  and  thirty  (30)  leg- 
islative days  have  elapsed  following  the  date 
on  which  the  Congress  has  received  both  re- 
ports. 

(b)  Report  Requirement.-  In  order  for 
Congress  to  make  an  informed  decision  on 
the  need  for  the  establishment  of  a  Federal- 
ly Funded  Research  and  Development 
Center  for  the  support  of  the  Strategic  De- 
fense Initiative  Organization  and  on  the 
ability  of  such  an  entity  to  function  as  an 
independent  and  objective  source  of  techni- 
cal support,  the  Secretary  of  Defense  and 
the  Comptroller  General  of  the  United 
States  shall  each  submit  to  Congress  a 
report  that  includes  the  following: 

(1)  An  evaluation  of  alternative  means  of 
providing  the  stated  objective  of  technical 
support  and  the  comparative  costs  of  the  al- 
ternative means. 

(2)  A  discussion  of  the  competitive  aspects 
pertaining  to  contract  award  for  such  tech- 
nical support. 

(3)  A  discussion  of  the  process  for  evaluat- 
ing technical  support  proposals  which  in- 
cludes consideration  of  peer  review  proce- 
dures. 

(4)  A  discussion  of  the  steps  being  taken 
in  the  design  of  the  proposed  Federally 
Funded  Research  and  Development  Center 
to  prevent  conflicts  of  interest  and  the  ap- 
pearance of  conflicts  of  interest. 

(5)  A  discussion  of  procedures  for  staff  se- 
lection, including  the  role  of  the  sponsoring 
organization  in  that  selection  process. 

SEC.  1213.  SPECIAL  DEFENSE  AC«l  ISITION  FIND 

Section  138(g)  of  title  10.  United  States 
Code,  is  amended  by  striking  out 
"$1,000,000,000"  and  inserting  in  lieu  there- 
of "$1,100,000,000". 

SEC.  1214.  EXTENSION  OF  AITHORITY  OF  SECRE- 
TARY OF  DEFENSE  TO  TRANSPORT 
HIMANITARIAN  RELIEF  SI  PPLIES  TO 
CERTAIN  COINTRIES 

Section  1540(a)  of  the  Department  of  De- 
fense Authorization  Act,  1985  (Public  Law 
98-525:  98  Stat.  2637),  is  amended  by  strik- 
ing out  "fiscal  years  1985  and  1986"  and  in- 
serting in  lieu  thereof  "fiscal  years  1986  and 
1987". 

SEC.  1215.  HIMANITARIAN  AND  CIVIC  ASSISTANCE 
PROVIDED  IN  CONJINCTION  WITH  A 
MILITARY  OPERATION 

(a)  In  General.— Part  I  of  subtitle  A  of 
title  10,  United  States  Code,  is  amended  by 
adding  at  the  end  the  following  new  chap- 
ter: 
•CHAPTER   2ft-Hl!MANITARIAN    AND   CIVIC 

ASSISTANCE  PROVIDED  IN  CONJUNCTION 

WITH  MILITARY  OPERATIONS 
"Sec. 


"401.  Armed  forces  participation  in  humani- 
tarian and  civic  assistance  ac- 
tivities. 

"402.  Approval  of  the  Secretary  of  State. 

"403.  Payment  of  expenses. 

"404.  Report  to  Congress. 

"405.  Definition. 

"S  401.  Armed  forces  participation  in  humanitari- 
an and  civic  assistance  activities 
"(a)  Under  regulations  prescribed  by  the 
Secretary  of  Defense,  the  Secretary  of  a 
military  department  may  carry  out  humani- 
tarian and  civic  assistance  activities  in  con- 
junction with  authorized  military  oper- 
ations of  the  armed  forces  of  the  United 
States  in  countries  in  which  it  is  deter- 
mined, by  the  Secretary  of  the  military  de- 
partment concerned,  that  the  activities  will 
promote— 

"(1)  both  the  security  interests  of  the 
United  States  and  the  country  in  which  the 
activities  are  to  be  carried  out:  and 

"(2)  the  specific  operational  readiness 
skills  of  the  members  of  the  armed  forces  of 
the  United  States  who  participate  in  the  ac- 
tivities. 

"(b)  Humanitarian  and  civic  assistance  ac- 
tivities carried  out  under  this  chapter  shall 
fully  complement,  and  may  not  duplicate, 
any  other  form  of  social  or  economic  assist- 
ance which  may  be  provided  to  the  coimtry 
concerned  by  any  other  department  or 
agency  of  the  United  States.  Such  activities 
shall  serve  the  basic  economic  and  social 
needs  of  the  people  of  the  country  con- 
cerned. 

"(c)  Humanitarian  and  civic  assistance 
may  not  be  provided  under  this  chapter,  di- 
rectly or  indirectly,  to  any  individual,  group, 
or  organization  engaged  in  military  or  para- 
military activity. 

"§  402.  .Approval  of  the  Secretary  of  State 

"Humanitarian  and  civic  assistance  may 
not  be  provided  under  this  chapter  to  any 
foreign  country  unless  the  Secretary  of 
State  has  specifically  approved  such  assist- 
ance. 
"§  403.  Payment  of  expenses 

"Expenses  incurred  as  a  direct  result  of 
providing  humanitarian  and  civic  assistance 
under  this  chapter  to  any  foreign  country 
shall  be  paid  for  out  of  funds  specifically  ap- 
propriated for  such  purpose. 

••§  404.  Report  to  Conjfress 

"The  Secretary  of  Defense  shall  report  to 
Congress  each  year,  not  later  than  March  1, 
on  activities  carried  out  under  this  chapter 
during  the  preceding  fiscal  year.  The  Secre- 
tary shall  include  in  each  such  report  a  list 
of  the  countries  in  which  humanitarian  and 
civic  assistance  activities  were  carried  out  in 
the  preceding  fiscal  year,  the  type  of  such 
activities  carried  out  in  each  country  in  the 
preceding  fiscal  year,  and  the  amount  ex- 
pended in  carrying  out  such  activities  in 
each  such  country  in  the  preceding  fiscal 
year. 
"§  405.  Definition 

"In  this  chapter,  the  term  humanitarian 
and  civic  assistance'  means— 

"(1)  medical,  dental,  and  veterinary  care 
provided  in  rural  areas  of  a  country: 

"(2)  construction  of  rudimentary  transpor- 
tation systems: 

"(3)  well  drilling  and  construction  of  basic 
sanitation  facilities: 

"(4)  rudimentary  construction  and  repair 
of  public  facilities:  and 

"(5)  similar  or  related  types  of  assist- 
ance.". 
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(b)  Conforming  Amendments.— The  tables 
of  chapters  at  the  beginning  of  subtitle  A  of 
such  title  and  at  the  beginning  of  part  I  of 
such  subtitle  are  each  amended  by  adding  at 
the  end  the  following  new  item: 

"20.  Humanitarian  and  Civic  Assistance 
Provided  in  Coigunction  With  Mili- 
tary Operations 401". 

SEC.  Ul«.  AITHORITY  TO  PAY  EXPENSES  OP  DE- 
VELOPING COUNTRIES  POR  PARTICI- 
PATION IN  COMBINED  MILITARY  EX- 
ERCISES 

(a)  Authority  To  Pay  Expenses.— Chap- 
ter 101  of  title  10.  United  States  Code,  is 
amended  by  adding  at  the  end  the  following 
new  section: 

"§  2010.  Participation  of  developing  foreign  coun- 
tries in  combined  exercises:  payment  of  incre- 
mental expenses 

"(a)  The  Secretary  of  Defense,  after  con- 
sultation with  the  Secretary  of  State,  may 
pay  the  incremental  expenses  of  a  develop- 
ing foreign  country  incurred  by  that  coun- 
try as  the  direct  result  of  participation  in  a 
bilateral  or  multilateral  military  exercise 
if- 

"(1)  the  exercise  is  undertaken  primarily 
to  enhance  the  security  interests  of  the 
United  States:  and 

"(2)  the  Secretary  of  Defense  determines 
that  the  participation  by  such  country  is 
necessary  to  the  achievement  of  fundamen- 
tal exercise  objectives  and  that  those  objec- 
tives cannot  be  achieved  unless  the  United 
States  provides  the  incremental  expenses  in- 
curred by  such  country. 

"(b)  The  Secretary  of  Defense  shall 
submit  a  report  to  Congress  each  year,  not 
later  than  March  1.  containing  a  list  of  the 
developing  countries  for  which  expenses 
have  been  paid  by  the  United  States  under 
this  section  during  the  preceding  year  and 
the  amounts  expended  on  behalf  of  each 
government. 

"(c)  The  Secretary  of  Defense  shall  estab- 
lish by  regulation  such  accounting  proce- 
dures as  may  be  necessary  to  ensure  that 
funds  expended  under  the  authority  of  this 
section  are  properly  expended. 

■•(d)  In  this  section,  the  term  incremental 
expenses'  means  the  reasonable  and  proper 
cost  of  the  goods  and  services  that  are  con- 
sumed by  a  developing  foreign  country  as  a 
direct  result  of  that  country's  participation 
in  a  bilateral  or  multilateral  military  exer- 
cise with  the  United  States,  including  but 
not  limited  to  rations,  fuel,  training  ammu- 
nition, and  transportation.  Such  term  does 
not  include  pay.  allowance,  and  normal  costs 
of  host  country  personnel.". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  such  chapter 
is  amended  by  adding  at  the  end  the  follow- 
ing new  item: 

"2010.  Participation  of  developing  foreign 
countries  in  combined  exer- 
cises: payment  of  incremental 
expenses.". 

SEC  1217.  AITHORITY  TO  PAY  CERTAIN  EXPENSES 
OF  DEFENSE  PERSONNEL  OF  FOR- 
EIGN COl'NTRIES 

(a)  In  General.— Chapter  53  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 
"S 1051.  Bilateral  or  regional  cooperation  pro- 
grams: payment  of  personnel  expenses 
"(a)  The  Secretary  of  Defense  may  pay 
the  travel,  subsistence,  and  similar  personal 
expenses  of  defense  personnel  of  developing 
countries  in  coruiection  with  the  attendance 
of  such  personnel  at  a  bilateral  or  regional 


conference,  seminar,  or  similar  meeting  if 
the  Secretary  determines  that  the  attend- 
ance of  such  personnel  at  such  conference, 
seminar,  or  similar  meeting  is  in  the  nation- 
al security  interests  of  the  United  States. 

"(b)(1)  Except  as  provided  in  paragraph 
(2),  expenses  authorized  to  be  paid  under 
subsection  (a)  may  be  paid  on  behalf  of  per- 
sonnel from  a  developing  country  only  in 
connection  with  travel  within  the  area  of  re- 
sponsibility of  the  unified  command  in 
which  the  developing  country  is  located. 

"(2)  In  any  case  in  which  the  headquar- 
ters of  a  unified  command  is  located  within 
the  United  States,  expenses  authorized  to 
be  paid  under  subsection  (a)  may  be  paid  in 
connection  with  travel  of  personnel  to  the 
United  States  to  attend  a  bilateral  or  region- 
al conference,  seminar,  or  similar  meeting. 

"(3)  Expenses  authorized  to  be  paid  under 
subsection  (a)  may  not.  in  the  case  of  any 
individual,  exceed  the  amount  that  would  be 
paid  under  chapter  7  of  title  37  to  a  member 
of  the  armed  forces  of  the  United  States  (of 
a  comparable  grade)  for  authorized  travel  of 
a  similar  nature. 

"(c)  In  addition  to  the  expenses  author- 
ized to  be  paid  under  subsection  (a),  the  Sec- 
retary of  Defense  may  pay  such  other  ex- 
penses in  connection  with  any  such  confer- 
ence, seminar,  or  similar  meeting  as  the  Sec- 
retary considers  in  the  national  security  in- 
terests of  the  United  States. 

"(d)  The  authority  to  pay  expenses  under 
this  section  is  in  addition  to  the  authority  to 
pay  certain  expenses  and  compensation  of 
officers  and  students  of  Latin  Americaui 
countries  under  section  1050  of  this  title. ". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  such  chapter 
is  amended  by  adding  at  the  end  the  follow- 
ing new  item: 

"1051.  Bilateral  or  regional  cooperation  pro- 
grams: payment  of  personnel 
expenses.". 

SEC.  1218.  DRl'G  LVTERDUTION  EFFORTS  BY  DOD 

(a)  Report.— The  National  Drug  Enforce- 
ment Policy  Board  shall  submit  a  report  to 
the  Committees  on  Armed  Services  of  the 
Senate  and  the  House  of  Representatives  on 
the  manner  and  the  extent  to  which  the  De- 
partment of  Defense  should  be  involved  in 
United  States  drug  enforcement  activities. 
The  Board  shall  include  in  such  report  its 
recommendations  for  a  5-year  funding  plan 
for  Department  of  Defense  participation  in 
United  States  drug  enforcement  activities. 

(b)  Drug  Educational  and  Counseling 
Report.— The  Secretary  of  Defense,  in  con- 
sultation with  the  National  Drug  Enforce- 
ment Policy  Board  and  the  Department  of 
Education,  shall  submit  to  the  Committees 
on  Armed  Services  of  the  Senate  and  the 
House  of  Representatives  a  report,  not  later 
than  December  1,  1986.  discussing  (i)  the 
extent  to  which  youth  in  schools  operated 
by  the  Department  of  Defense  for  depend- 
ent members  of  the  Armed  Forces  are  re- 
ceiving education  on  drug  and  substance 
abuse,  (ii)  the  types  of  drug  education  pro- 
grams that  are  currently  being  provided, 
(iii)  whether  additional  drug  education  pro- 
grams are  needed,  and  (iv)  the  extent  to 
which  drug  education  programs  for  youth  in 
grades  K  through  12  include  or  should  in- 
clude preventative  peer  counseling  classes. 

(c)  Report  Deadline.— The  report  re- 
quired by  subsection  (a)  shall  be  submitted 
not  later  than  December  1.  1986. 

SEC.  1219.  REPORTIM;  OF  TERRORIST  THREATS 

(a)  In  General.— (1)  Subject  to  subsection 
(b).  the  Secretary  of  Defense  shall  instruct 
all  appropriate  officials  of  the  Department 


of  Defense  to  take  such  action  as  may  be 
necessary  to  ensure  that  all  credible,  time- 
sensitive  intelligence  concerning  potential 
terrorist  threats  is  promptly  reported  to  the 
headquarters  or  office  of  the  Department  of 
Defense  concerned. 

(2)  The  Secretary  shall  also  instruct  such 
officials  that  such  intelligence  is  to  be  re- 
ported through  the  most  appropriate  and 
expeditious  communications  networks  avail- 
able to  the  Department  of  Defense. 

(b)  Waiver.— The  Secretary  of  Defense 
shall  not  be  required  to  issue  the  instruc- 
tions referred  to  in  subsection  (a)  if  he  de- 
termines that  such  instructions  would  be  in- 
appropriate or  unwise  and  notifies  Congress 
of  that  determination  before  March  1,  1987, 
and  includes  with  the  notification  an  expla- 
nation of  the  basis  for  such  determination. 

SEC.  1220.  MILITARY  IMPACT  STATE.MENT  BY  THE 
JOINT  CHIEFS  OF  STAFF  ON  INITED 
STATES  NON-COMPLIANCE  WITH  EX- 
ISTING STRATEGIC  OFFENSIVE  ARMS 
AGREEMENTS 

(a)  Not  later  than  October  1,  1986.  the 
Chairman  of  the  Joint  Chiefs  of  Staff  of 
the  Armed  Forces  of  the  United  States  shall 
submit  to  Congress  a  report,  in  both  classi- 
fied and  unclassified  versions,  containing  a 
detailed  assessment,  including  the  individ- 
ual views  of  each  of  the  chiefs,  of  the  mili- 
tary impacts  on  the  national  security  of  the 
United  States,  of  the  possible  military  re- 
sponses of  the  Soviet  Union  to  an  American 
decision  to  no  longer  comply  with  major 
provisions  of  existing  strategic  offensive 
arms  limitation  agreements,  including  the 
central  numerical  sublimits  on  strategic  nu- 
clear delivery  vehicles  contained  in  the 
SALT  II  accord.  This  assessment  shall  con- 
centrate on  possible  Soviet  military  re- 
sponses during  the  period  between  fiscal 
year  1987  and  fiscal  year  1996.  inclusive,  and 
shall  address,  among  other  considerations, 
the  following: 

(1)  the  impact  on  the  ability  of  United 
States  strategic  forces  to  accomplish  their 
nuclear  deterrent  mission,  including  the  im- 
pacts on  the  survivability  of  United  States 
strategic  forces  and  on  the  ability  of  United 
States  strategic  forces  to  achieve  required 
damage  expectancies  against  Soviet  targets, 
of  any  expansion  of  Soviet  military  capabili- 
ties undertaken  in  response  to  a  United 
States  decision  to  abandon  compliance  with 
existing  strategic  offensive  arms  agree- 
ments: 

(2)  the  additional  cost  to  the  United 
States,  above  currently  projected  military 
expenditures  for  those  periods  for  which 
such  budget  projections  are  available,  of  re- 
search, development,  production,  deploy- 
ment, and  annual  operations  and  support 
for  any  additional  strategic  forces  required 
to  counter  any  expansion  in  Soviet  military 
capabilities  undertaken  in  response  to  a 
United  States  decision  to  abandon  compli- 
ance with  existing  strategic  offensive  arms 
agreements; 

(3)  under  average  annual  real  growth  pro- 
jections in  defense  spending  of  0  percent.  1 
percent.  2  percent,  and  3  percent,  the  per- 
cent of  the  annual  defense  budget  in  each 
year  between  fiscal  year  1987  and  fiscal  year 
1996  which  would  be  consumed  by  increased 
United  States  strategic  forces  needed  to 
counter  the  Soviet  force  expansions: 

(4)  the  military  impacts  on  United  States 
national  security  of  the  diversion  the  funds 
identified  in  subsection  (a)(2)  away  from 
nonstrategic  defense  programs  and  to  stra- 
tegic programs  to  counter  expanded  Soviet 
strategic  capabilities,  including  the  military 
impacts  of  such  a  diversioh  on  the  ability  of 


United  SUte; 
the  Nation's 
commitments 
lantic  Treaty 
1960  Treaty  < 
curity  with  Ji 
(5)  in  add! 
the  military 
States  of  det( 
fensive  arms 

(b)  Notwitl 
of  law.  none 
propriated  b; 
obligated  or  i 
by  the  Orgai 
Staff  for  pro 
be  accomplis 
tractors  or  c; 
October  1,  1 
subsection  (s 
Congress;  an 

(c)  The  pi 
tion  (b)  on  t 
funds  after 
have  effect  v 
the  report  m 

SEC.  1221.  CHE 

P( 

(a)  No  Che 
ponents  usei 
shipped  by 
Bluegrass  E 
for  any  purp 

(b)  PoUov 
weapons  sto 
Bluegrass  D 
99-145.  the 
sembly,  cons 
posal  of  an> 

(c)  The  S 
the  author! 
the  event  tli 
tional  securi 

SEC.  1222.  CO  A 

(a)  Of  th« 
propriated  l 
in  fiscal  yea 

(1)  $200,0 
tion  and  i 
Coast  Guar 
tional  defen 

(2)  $100,01 
performanc 
bilities  of  t 
Funds  mad 
thorizations 
attributed  i 
tional  Defe 
emment  of 

(3)  Of 
$15,000,000 
the  Secrets 
be  available 
in  paragrap 

(b)  Enha: 

ANCE— 

(1)  ASSIGl 
ON    NAVAL    \ 

United  Sta 
after  sectio 
"SEC.  379.  as: 


UMI 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


23979 


in  as  may  be 
redible.  time- 
ing  potential 
ported  to  the 
department  of 

instruct  such 
;  is  to  be  re- 
)ropriate  and 
"tworks  avail- 
;nse. 

■  of  Defense 
'  the  instruc- 
(a)  if  he  de- 
!  would  be  in- 
f  ies  Congress 
larch  1,  1987, 
ion  an  expla- 
etermination. 

SMENT  BY  THE 
FF  ON  UNITED 
NCE  WITH  EX- 
PENSIVE ARMS 

1.  1986.  the 
s  of  Staff  of 
d  States  shall 
n  both  classi- 
containing  a 
the  individ- 
;.  of  the  mili- 
;curity  of  the 
'.  military  re- 
an  American 
with  major 
gic  offensive 
ncluding  the 
strategic  nu- 
,ined  in  the 
;nt  shall  con- 
military  re- 
jtween  fiscal 
inclusive,  and 
>nsiderations, 

ty  of  United 
tmplish  their 
Jding  the  im- 
Jnited  States 
lity  of  United 
ieve  required 
oviet  targets, 
tary  capabili- 
to  a  United 
ipliance  with 
arms    agree- 

the  United 
:ted  military 
Is  for  which 
ailable,  of  re- 
gion, deploy- 
and  support 
rces  required 
)viet  military 
sponse  to  a 
ndon  compli- 
fensive  arms 

i  growth  pro- 

0  percent,  1 
ent,  the  per- 
dget  in  each 
id  fiscal  year 

by  increased 
s  needed  to 
lions: 

Jnited  States 
on  the  funds 
I  away  from 

and  to  stra- 
anded  Soviet 

the  military 
the  ability  of 


United  States  conventional  forces  to  meet 
the  Nation's  specific  non-nuclear  defense 
commitments  as  a  member  of  the  North  At- 
lantic Treaty  Organization,  and  under  the 
I960  Treaty  of  Mutual  Cooperation  and  Se- 
curity with  Japan; 

(5)  in  addition,  this  report  shall  address 
the  military  implications  for  the  United 
States  of  determined  Soviet  violations  of  of- 
fensive arms  control  agreements. 

(b)  Notwithstanding  any  other  provision 
of  law,  none  of  the  funds  authorized  or  ap- 
propriated by  this  or  any  other  Act  may  be 
obligated  or  expended,  directly  or  indirectly, 
by  the  Organization  of  the  Joint  Chiefs  of 
Staff  for  prospective  studies  and  analyses  to 
be  accomplished  by  individual  civilian  con- 
tractors or  civilian  contractor  entities,  after 
October  1,  1986,  if  the  report  mandated  in 
subsection  (a)  has  not  been  received  by  the 
Congress;  and 

(c)  The  prohibition  contained  in  subsec- 
tion (b)  on  the  obligation  or  expenditure  of 
funds  after  October  1,  1986,  shall  cease  to 
have  effect  upon  the  receipt  by  Congress  of 
the  report  mandated  in  subsection  (a). 

SEC.  1221.  CHEMICAL  WEAPONS.  AGENTS.  OR  COM- 
PONE?>iTS 

(a)  No  chemical  weapons,  agents,  or  com- 
ponents used  in  chemical  weapons  may  be 
shipped  by  any  means  into  the  Lexington- 
Bluegrass  Depot  in  Richmond,  Kentucky, 
for  any  purpose,  including  disposal. 

(b)  Following  disposal  of  the  chemical 
weapons  stockpile  stored  at  the  Lexington- 
Bluegrass  Depot,  as  required  by  Public  Law 
99-145,  the  facility  may  not  be  used  for  as- 
sembly, construction,  testing,  storage,  or  dis- 
posal of  any  chemical  or  biological  weapon. 

(c)  The  Secretary  of  Defense  shall  have 
the  authority  to  waive  these  provisions  in 
the  event  that  he  determines  it  is  in  the  na- 
tional security  interest. 

SEC.  1222.  COAST  Gl'ARD 

(a)  Of  the  amounts  authorized  to  be  ap- 
propriated for  the  Department  of  Defense 
in  fiscal  year  1987: 

(1)  $200,000,000  shall  be  for  the  acquisi- 
tion and  maintenance  of  United  States 
Coast  Guard  inventories  related  to  the  na- 
tional defense;  and 

(2)  $100,000,000  in  operating  funds  for  the 
performance  of  defense  readiness  responsi- 
bilities of  the  United  States  Coast  Guard. 
Funds  made  available  pursuant  to  the  au- 
thorizations specified  in  this  section  shall  be 
attributed  to  functional  category  050  (Na- 
tional Defense)  of  the  Budget  of  the  Gov- 
ernment of  the  United  States. 

(3)  Of  these  amounts  authorized. 
$15,000,000  shall  be  available  for  transfer  to 
the  Secretary  of  Transportation  and  shall 
be  available  only  for  the  program  described 
in  paragraph  (b). 

(b)  Enhanced  Drug-Interdiction  Assist- 
ance— 

(1)  Assignment  of  coast  guard  personnel 
ON  NAVAL  VESSELS.— Chapter  18  of  title  10. 
United  States  Code,  is  amended  by  adding 
after  section  378  the  following  new  section: 

"SEC.  379.  ASSIGNMENT  OF  PERSONNEL  TO  NAVAL 
VESSELS  FOR  DRIG  ENFORCEMENT 
PIRPOSES 

"(a)  The  Secretary  of  Defense  and  the 
Secretary  of  Transportation  may  provide 
that  there  be  assigned  on  board  surface 
naval  vessels  at  sea  in  a  drug-interdiction 
area  members  of  the  Coast  Guard  who  are 
trained  in  law  enforcement  and  have  power 
to  arrest,  search,  and  seize  property  and 
persons  suspected  of  violations  of  law. 

"(b)  Members  of  the  Coast  Guard  as- 
signed to  duty  on  board  naval  vessels  under 
this  section  shall  perform  such  law  enforce- 


ment functions  (including  drug-interdiction 
functions)— 

"(1)  as  may  be  agreed  upon  by  the  Secre- 
tary of  Defense  and  the  Secretary  of  Trans- 
portation; and 

■'(2)  as  are  otherwise  within  the  jurisdic- 
tion of  the  Coast  Guard. 

"(c)  No  fewer  than  five  hundred  active 
duty  personnel  of  the  Coast  Guard  shall  be 
assigned  each  fiscal  year  to  duty  as  provided 
in  subsection  (a). 

"(d)  As  used  in  this  section,  the  term 
drug-interdiction  area'  means  an  area  out- 
side the  land  area  of  the  United  States  in 
which  the  Secretary  of  Defense  (in  consul- 
tation with  the  Attorney  General)  deter- 
mines that  activities  involving  smuggling  of 
drugs  into  the  United  States  are  ongoing.". 

(c)  Conforming  Amendment.— The  table  of 
sections  at  the  beginning  of  such  chapter  is 
amended  by  inserting  immediately  below 
the  item  relating  to  section  378  the  follow- 
ing new  item: 

"378.  Assignment  of  personnel  to  naval  ves- 
sels for  drug  enforcement  pur- 
poses.". 

SEC.    1223.    FACILITIES    FOR   THE    DETENTION    OF 
CERTAIN  ALIENS 

(a)  Not  later  than  60  days  after  the  date 
of  the  enactment  of  this  Act.  the  Secretary 
of  Defense  shall  transmit  to  the  Attorney 
General  of  the  United  States— 

(Da  list  of  facilities  under  the  jurisdiction 
of  the  Department  of  Defense  which  are 
suitable  for  use  for  the  detention  of  Marie- 
lito  criminal  aliens; 

(2)  a  statement  of  the  estimated  costs  of 
using  such  facilities  for  the  detention  of 
such  aliens;  and 

(3)  a  statement  identifying  the  agencies  of 
the  Federal  Government  which  would  bear 
such  costs. 

(b)  A  copy  of  this  report  shall  be  made 
available,  upon  request  to  the  Attorney 
General,  to  Members  of  the  United  States 
Senate  and  the  United  States  House  of  Rep- 
resentatives. 

SEC.  1224.  SPECIAL  OPERATIONS  FORCES 

(a)  Congressional  Findings.— The  Con- 
gress finds— 

(1)  that  the  threat  to  the  United  States 
and  its  allies  from  unconventional  warfare, 
including  terrorism  and  insurgency,  contin- 
ues to  increase  at  an  alarming  rate; 

(2)  that,  although  the  United  States  must 
continue  to  maintain  and  improve  its  strate- 
gic and  conventional  force  capabilities  in 
order  to  deter  aggression  and  to  protect  the 
security  of  the  United  States  and  its  allies, 
the  use  of  armed  force  by  the  United  States 
since  the  end  of  the  Korean  conflict  has 
principally  been  in  response  to  insurgencies 
against  allies  of  the  United  States  and  to 
terrorist  attacks  directed  at  the  United 
States  and  American  citizens; 

(3)  that  the  most  likely  use  of  armed  force 
by  the  United  States  in  the  foreseeable 
future  will  be  counterterrorist.  counterin- 
surgency,  and  other  unconventional  oper- 
ations; 

(4)  that  the  capabilities  needed  to  respond 
to  threats  from  unconventional  warfare  are 
not  those  traditionally  fostered  by  the 
armed  forces  of  the  United  States; 

(5)  that  the  Department  of  Defense  has 
failed  to  recognize  that  conventional  force 
capabilities  can  seldom  be  effectively  em- 
ployed in  unconventional  warfare  missions; 

(6)  that  conventional  force  commanders 
have  a  limited  understanding  of  special  op- 
erations forces  capabilities  and  have  misem- 
ployed such  forces; 


(7)  that  the  Department  of  Defense  has 
not  given  sufficient  emphasis  to  the  plan- 
ning and  preparation  for  unconventional 
warfare  missions  or  to  the  appropriate  inte- 
gration of  special  operations  forces  capabili- 
ties into  the  national  security  strategy  of 
the  United  States; 

(8)  that  the  National  Security  Council  and 
the  Office  of  the  Secretary  of  Defense  have 
not  given  sufficient  attention  to  the  formu- 
lation of  policies  to  guide  the  development 
of  special  operations  forces  capabilities; 

(9)  that  the  Department  of  Defense  has 
not  provided  adequate  resources  or  support 
for  special  operations  forces,  particularly  in 
airlift  capability; 

(10)  that  the  Department  of  Defense  has 
not  given  sufficient  attention  to  ensuring 
the  provision  of  adequate  intelligence  sup- 
port for  unconventional  warfare  missions; 

(11)  that  the  Department  of  Defense  has 
not  given  sufficient  attention  to  the  tactics, 
doctrines,  and  training  associated  with  un- 
conventional warfare  missions; 

(12)  that  problems  of  command  and  con- 
trol have  repeatedly  beset  military  forces-  of 
the  United  States  engaged  in  unconvention- 
al warfare  ofjerations; 

(13)  that  such  problems  were  evident' 
during  the  Mayaguez  incident,  the  Iranian 
hostage  rescue  mission,  the  Grenada  oper- 
ation, and  the  Beirut  peacekeeping  mission; 

(14)  that  the  cooperation  and  coordina- 
tion among  the  special  operations  forces  of 
the  Army.  Navy,  and  Air  Force  are  seriously 
deficient;  and 

(15)  that  the  Department  of  Defense  has 
not  given  sufficient  attention  to  personnel 
policies,  practices,  and  procedures  to  ensure 
the  availability  of  sufficient  numbers  of  of- 
ficers with  the  skills  required  for  unconven- 
tional warfare. 

(b)  Establishment  of  Special  Operations 
Forces.— (1)  The  President  shall  establish, 
not  later  than  180  days  after  the  date  of  the 
enactment  of  this  Act.  a  unified  combatant 
command  for  special  operations  forces. 

(2)(A)  The  commander  of  the  unified  com- 
batant command  established  pursuant  to 
paragraph  (1)  shall  hold  the  grade  of  gener- 
al or.  in  the  case  of  an  officer  of  the  Navy, 
admiral  if  appointed  to  that  grade  by  the 
President,  by  and  with  the  advice  and  con- 
sent of  the  Senate. 

(B)  The  commander  of  such  command 
shall  be  responsible  for  and  shall  have  the 
authority  necessary  to  conduct  all  affairs  of 
such  command  relating  to  special  operations 
forces,  including  the  following  matters: 

(i)  Developing  strategy,  doctrine,  and  tac- 
tics. 

(ii)  Training  of  assigned  forces. 

(iii)  Prescribing  professional  military  edu- 
cation. 

(iv)  Planning  resources  (including  validat- 
ing requirements). 

(V)  Ensuring  combat  readiness. 

(vi)  Developing  special  equipment. 

(vii)  Ensuring  the  interoperability  of 
equipments  and  forces. 

(viii)  Tasking  of  intelligence  support. 

(ix)  Monitoring  the  promotions,  assign- 
ments, retention,  training,  and  professional 
military  education  of  special  operations 
forces  officers. 

(C)  The  commander  of  such  command 
shall  be  fully  prepared  to  assume  operation- 
al command  of  selected  special  operations 
missions  if  directed  to  do  so  by  the  National 
Command  Authority. 

(3)  Unless  otherwise  directed  by  the  Na- 
tional Command  Authorities  (NCA).  all 
active  and  reserve  special  operations  forces 
of  the  Army.  Navy,  and  Air  Force  based  in 
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the  United  States  shall  be  assigned  to  the 
unified  combatant  command  established 
pursuant  to  paragraph  ( 1 ). 

(4)  The  President  shall  assign  special  op- 
erations forces  located  outside  the  United 
States  to  the  unified  combatant  command 
in  whose  geographic  area  such  forces  are 
stationed. 

(5)  Unless  otherwise  directed  by  the  NCA, 
special  operations  missions  shall  be  conduct- 
ed under  the  operational  command  of  the 
unified  combatant  commands  in  whose  geo- 
graphic areas  such  missions  are  to  be  con- 
ducted. 

(6)  The  Secretary  of  Defense  shall  create 
for  the  special  operations  forces  a  major 
force  progam  category  for  the  Five- Year  De- 
fense Plan  of  the  Department  of  Defense. 

(7)  The  Secretary  of  Defense  shall  sub- 
stantially augment  the  capabilities  of  the 
Office  of  the  Secretary  of  Defense  to  pro- 
vide effective  policy  and  resource  oversight 
of  special  operations  forces. 

(c)  MiNimnf  Grade  for  Commanders  of 
Special  Operations  Commands.— Command- 
ers of  the  special  operations  command  as- 
signed to  the  United  States  European  Com- 
mand and  the  United  States  Pacific  Com- 
mand shall  be  of  general  or  flag  officer 
grade. 

(d)  Board  for  Unconventional  War- 
fare.—The  President  shall  establish  within 
the  National  Security  Council  a  board  to  be 
known  as  the  "Board  for  Unconventional 
Warfare".  The  principal  duty  of  such  board 
shall  be  to  coordinate  the  unconventional 
warfare  policies  of  the  United  States. 

(e)  Assistant  Secretary  op  Defense  for 
Special  Operations  and  Low  Intensity 
Conflict  and  Deputy  Assistant  to  the 
President  for  National  Security  Affairs 
FOR  Unconventional  Warfare.— (1)  Section 
136(b)  of  title  10.  United  States  Code,  is 
amended  by  adding  at  the  end  the  following 
new  paragraph: 

"(7)  One  of  the  Assistant  Secretaries  shall 
be  the  Assistant  Secretary  of  Defense  for 
Special  Operations  and  Low  Intensity  Con- 
flict. He  shall  have  full  responsibility  for 
policy  and  resource  oversight  of  special  op- 
erations forces.". 

(2)  It  is  the  sense  of  the  Congress  that  the 
President  should  designate  within  the 
Office  of  the  President  a  Deputy  Assistant 
to  the  President  for  National  Security  Af- 
fairs for  Unconventional  Warfare. 

<f)  Funding.— Programs  and  activities 
under  the  Special  Operations  Forces  Master 
Plan  shall  be  paid  for  with  funds  appropri- 
ated to  the  Department  of  Defense  for  such 
purposes. 

(g)  Report.— (1)  The  President  shall 
submit  to  the  Committees  on  Armed  Serv- 
ices of  the  Senate  and  the  House  of  Repre- 
sentatives a  report  on  the  actions  that  the 
President  and  the  Secretary  of  Defense 
have  taken  to  correct  the  deficiencies  identi- 
fied in  subsection  (a)  and  to  implement  the 
provisions  of  subsections  (b)  through  (e). 

(2)  Such  report  shall  be  submitted  not 
later  than  March  1,  1987. 

SEC.  IMS.  taxation  ON  MILITARY  BENEFITS 

It  is  the  sense  of  the  Senate  with  respect 
to  the  tax  treatment  of  Military  Benefits, 
that  for  purposes  of  paragraph  (1)  of  sec- 
tion 61(a)  of  the  Internal  Revenue  Code  of 
1954  (defining  gross  income),  the  term 
"fringe  benefits"  does  not  include  the  fol- 
lowing military  t>enefits: 

(a)  Sul>sistence  and  uniform  allowances 
granted  a  member  of  the  uniformed  services 
(as  defined  in  title  37)  and  amounts  received 
by  them  as  commutation  of  quarters. 
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(b)  Any  in-kind  benefit  received  by  a 
member  or  former  member  of  the  uni- 
formed services  and  his  family  resulting 
from  his  status  or  service  as  a  member  of 
the  Armed  Forces  of  the  United  States 
other  than  those  received  as  a  result  of  such 
status  or  service  being  considered  that  of  an 
"officer"  or  "employee"  of  the  Government. 

SEC.  1228.  strate(;ic  defense  initiative  de- 
ployment 

(a)  The  Department  of  Defense  shall  pro- 
vide Congress  on  or  before  March  15.  1987.  a 
report  detailing  what  Strategic  Defense  Ini- 
tiative technologies  can  be  developed  or  de- 
ployed within  the  next  5  to  10  years  to 
defend  against  significant  military  threats 
and  help  accomplish  critical  military  mis- 
sions including— 

(1)  defending  our  troops  and  allies  abroad 
against  tactical  ballistic  missiles  particularly 
new  and  highly  accurate  Soviet  shorter 
range  ballistic  missiles  armed  with  conven- 
tional, chemical,  or  nuclear  warheads. 

(2)  defending  against  a  limited  but  mili- 
tarily effective  Soviet  attack  aimed  at  dis- 
rupting our  National  Command  Authority 
and  other  valuable  military  assets. 

(3)  providing  sufficient  warning  and  track- 
ing information  to  defend  or  effectively 
evade  possible  Soviet  attacks  against  our 
military  satellites  including  those  in  high 
orbits. 

(4)  providing  early  warning  and  attack  as- 
sessment information  and  the  necessary  sur- 
vivable  command,  control  and  communica- 
tion to  defend  against  possible  Soviet  con- 
ventional or  strategic  attacks. 

(b)  This  report  shall  also— 

(1)  identify  any  other  significant  near- 
term  military  missions  that  the  application 
of  Strategic  Defense  Initiative  technologies 
might  help  accomplish; 

(2)  list  what  specific  program  elements  of 
the  Strategic  Defense  Initiative  are  perti- 
nent to  these  applications: 

(3)  estimate  initial  operating  capability 
dates  for  the  systems  needed  to  accomplish 
these  missions; 

(4)  estimate  the  level  of  funding  necessary 
for  each  program  to  reach  these  operating 
capability  dates: 

(5)  estimate  the  survivability  and  cost  ef- 
fectiveness at  the  margin  of  these  systems 
against  current  and  projected  Soviet 
threats. 

(c)  The  Department  of  Defense  will  pro- 
vide the  Senate  and  House  Armed  Services 
Committees  an  interim  report  of  its  findings 
not  later  than  December  31.  1986. 

SEC.  1227.  AITHORIZATION  OF  APPROPRIATIONS 
FOR  ENHANCED  DRK;  INTERDICTION 
ACTIVITIES 

(a)  In  General.— Funds  are  hereby  au- 
thorized to  be  appropriated  to  the  Depart- 
ment of  Defense  for  fiscal  year  1987  for  en- 
hancement of  drug  interdiction  assistance 
activities  of  the  Department  as  follows: 

(1)  For  procurement  of  aircraft  for  the 
Navy.  $138,000,000  to  be  available  for  refur- 
bishment and  upgrading  of  four  existing 
E2C  Hawkeye  surveillance  aircraft  for  drug 
interdiction  purposes,  and  the  procurement 
of  four  replacement  E2C  Hawkeye  aircraft 
and  related  spares  for  the  Navy. 

(2)  For  procurement  for  the  Air  Force. 
$49,500,000.  to  be  available  for  procurement 
of  3  aerostat  radar  systems.  3  aerostat  radar 
spares  for  such  system,  and  1  aerostat  radar 
spare  for  an  aerostat  radar  system  author- 
ized and  funded  for  location  in  the  Bahamas 
by  section  5(b)  of  the  Urgent  Supplemental 
Appropriations  Act,  1986  (Public  Law  99- 
349;  100  Stat.  723). 


(3)  For  operation  and  maintenance  for  the 
Air  Force.  $12,615,000  to  be  available  for  the 
transfer  of  6  Air  Force  helicopters  to  Davis- 
Monthan  Air  Force  Base  for  use  in  carrying 
out  drug  interdiction  missions. 

(4)  For  the  Secretary  of  Defense. 
$12,000,000  for  enhanced  intelligence  collec- 
tion activities  concerning  illegal  importation 
into  the  United  States  of  drugs  originating 
in  South  America. 

(b)  Loans  to  the  United  States  Customs 
Service.— The  Secretary  of  Defense  shall 
make  available  the  refurbished,  upgraded, 
and  modified  aircraft,  using  funds  appropri- 
ated pursuant  to  authorizations  in  subsec- 
tion (a)(1)  to  the  United  States  Customs 
Service  in  accordance  with  chapter  18  of 
title  10.  United  States  Code,  except  that  the 
four  replacement  E2C  Hawkeye  aircraft 
procured  using  funds  appropriated  pursuant 
to  authorizations  in  subsection  (a)(1)  shall 
be  delivered  to  the  Navy. 

(c)  Responsibilities  of  the  United  States 
Customs  Service.— (1)  The  United  States 
Customs  Service  shall  have  the  responsibil- 
ity for  operation  and  maintenance  costs  at- 
tributable to  the  aircraft  refurbished,  up- 
graded, or  modified  using  funds  appropri- 
ated pursuant  to  authorizations  in  subsec- 
tion (aKl)  and  the  aerostat  radar  systems 
using  funds  appropriated  pursuant  to  au- 
thorizations in  subsection  (a)(2),  except  that 
responsibility  for  the  operation  and  mainte- 
nance costs  by  the  United  States  Customs 
Service  shall  commence  upon  receipt  of  the 
modified,  refurbished,  and  upgraded  air- 
craft authorized  in  subsection  (a)(1)  and 
upon  completion  of  the  installation  of  the 
aerostat  radar  systems  authorized  in  subsec- 
tion (a)(2). 

(2)  Upon  enactment  of  this  Act.  the  Com- 
missioner of  Customs  shall  immediately 
commence  consultations  with  the  Comman- 
dant of  the  United  States  Coast  Guard  re- 
garding coordination  of  the  deployment  of 
the  aircraft  authorized  in  subsection  (a)(1) 
and  on  loan  to  the  United  States  Customs 
Service  under  subsection  (b)  in  order  to 
maximize  the  detection,  surveillance,  and  in- 
telligence gathering  capabilities  of  the  drug 
surveillance  aircraft  on  loan  to  the  United 
States  Customs  Service.  The  Commissioner 
of  Customs  shall  make  quarterly  reports  to 
the  Committees  on  Appropriations  and  the 
Committees  on  Armed  Services  of  the 
Senate  and  the  House  of  Representatives  re- 
garding drug  interdiction  plans  developed 
under  this  paragraph. 

(d)  Amounts  in  Addition  to  Other 
Amounts.— The  amounts  authorized  by  sub- 
section (a)  are  in  addition  to  any  other 
amounts  authorized  to  be  appropriated  to 
the  Department  of  Defense  in  this  Act  for 
fiscal  year  1987. 

SEC.  122H.  report  ON  THE  ANTI-BALLISTIC  MIS- 
SILE treaty 

The  Secretary  of  Defense  shall,  not  later 
than  February  1,  1987,  transmit  to  Congress 
a  report  concerning  the  impact  of  the  less 
restrictive  interpretation  of  the  Anti-Ballis- 
tic Missile  Treaty.  Such  report  shall  include, 
but  not  be  limited  to  the  following: 

(1)  an  analysis  of  the  ramifications  of  the 
less  restrictive  interpretation  on  the  devel- 
opment under  the  Strategic  Defense  Initia- 
tive program,  of  strategic  defenses,  includ- 
ing comprehensive  strategic  defense  sys- 
tems, and  more  limited  defenses  designed  to 
protect  vital  United  States  military  and 
command  and  control  assets,  based  on 
"other  physical  principles".  This  analysis 
should  compare  research  and  development 
programs  pursued  under  both  the  restrictive 
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and  less  restrictive  interpretations  of  the 
ABM  Treaty,  including  a  comparative  analy- 
sis of— 

(A)  the  overall  cost  of  the  research  and 
development  programs, 

(B)  the  schedule  of  the  research  and  de- 
velopment programs,  and 

(C)  the  level  of  confidence  attained  In  the 
research  and  development  programs  with 
respect  to  supporting  a  full-scale  engineer- 
ing development  decision  In  the  early  1990"s; 
tmd 

(2)  a  list  of  options  under  the  less  restric- 
tive interpretation  of  the  ABM  Treaty  that 
meet  one  or  more  of  the  following  objec- 
tives: (a)  reduce  the  overall  development 
cost,  (b)  to  advance  the  schedule  for  a  full- 
scale  engineering  development  decisions,  or 
(c)  to  increase  the  level  of  confidence  in  the 
results  of  the  research  by  the  original  full- 
scale  development  date. 

SEC.    1229.    AUTHORIZATION    OF    APPROPRIATIONS 
FOR  THE  AIR  FORCE 

Notwithstanding  any  other  provision  of 
this  Act,  funds  are  hereby  authorized  to  be 
appropriated  for  fiscal  year  1987  for  the  Air 
Force  as  follows: 

For  missiles,  $8,370,800,000. 

For  research,  development,  test,  and  eval- 
uation, $14,941,773,000. 

For  expenses,  not  otherwise  provided  for, 
for  operation  and  maintenance, 
$19,304,871,000. 

Of  the  funds  authorized  to  be  appropri- 
ated under  this  section,  not  less  than 
$556,300,000  shall  be  available  for  the  pur- 
pose of  payment  to  the  National  Aeronau- 
tics and  Space  Administration  to  reimburse 
such  agency  for  launch  services  and  related 
expenses  of  the  space  shuttle  system  as 
agreed  to  between  such  agencies. 

SEC.  1230.  SENSE  OF  THE  CONCRESS  ON  NICLEAR 
EXPLOSIVE  TESTING 

(a)  Findings.— The  Congress  finds  that— 

(1)  the  United  States  is  committed  in  the 
Limited  Test  Ban  Treaty  of  1963  and  in  the 
Non-Proliferation  Treaty  of  1968  to  seek  to 
achieve  the  discontinuance  of  all  test  explo- 
sions of  nuclear  weapons  for  all  time; 

(2)  a  comprehensive  test  ban  treaty  would 
promote  the  security  of  the  United  States 
by  constraining  the  United  States-Soviet  nu- 
clear arms  competition  and  by  strengthen- 
ing efforts  to  prevent  the  proliferation  of 
nuclear  weapons; 

(3)  the  Threshold  Test  Ban  Treaty  was 
signed  in  1974  and  the  Peaceful  Nuclear  Ex- 
plosions Treaty  was  signed  in  1976,  and  both 
have  yet  to  be  considered  by  the  full  Senate 
for  its  advice  and  consent  to  ratification; 

(4)  the  entry  into  force  of  the  Peaceful 
Nuclear  Explosions  Treaty  and  the  Thresh- 
old Test  Ban  Treaty  will  ensure  full  imple- 
mentation of  significant  new  verification 
procedures  and  so  make  completion  of  a 
comprehensive  test  ban  treaty  more  proba- 
ble; 

(5)  a  comprehensive  test  ban  treaty  must 
be  adequately  verifiable,  and  significant 
progress  has  been  made  in  methods  for  de- 
tection of  underground  nuclear  explosions 
by  seismological  and  other  means; 

(6)  at  present,  negotiations  are  not  being 
pursued  by  the  United  States  and  the  Soviet 
Union  toward  completion  of  a  comprehen- 
sive test  ban  treaty;  and 

(7)  the  past  five  administrations  have  sup- 
ported the  achievement  of  a  comprehensive 
test  ban  treaty. 

(b)  Sewse  of  Congress.— It  is  the  sense  of 
Congress  that  at  the  earliest  possible  date, 
the  President  of  the  United  States  should— 

(1)  request  advice  and  consent  of  the 
Senate  to  ratification  (with  a  report  con- 


taining any  plans  the  President  may  have  to 
negotiate  supplemental  verification  proce- 
dures, or  if  the  President  believes  it  neces- 
sary, any  understanding  or  reservation  on 
the  subject  of  verification  which  should  be 
attached  to  the  treaty)  of  the  Threshold 
Test  Ban  and  Peaceful  Nuclear  Explosions 
Treaties,  signed  in  1974  and  1976,  respective- 
ly; and 

(2)  propose  to  the  Soviet  Union  the  imme- 
diate resumption  of  negotiations  toward 
conclusion  of  a  verifiable  comprehensive 
test  ban  treaty. 

In  accordance  with  international  law,  the 
United  States  shall  have  no  obligation  to 
comply  with  any  bilateral  arms  control 
agreement  with  the  Soviet  Union  that  the 
Soviet  Union  is  violating. 

SEC.   12.11.  NICLEAR  NON-PROLIFERATION   INFOR- 
MATION 

Section  602  of  the  Nuclear  Non-Prolifera- 
tion Act  of  1978  (22  U.S.C.  3281)  is  amend- 
ed- 

(1)  in  subsection  (c),  by  inserting  "the  De- 
partment of  Defense,"  after  "Department  of 
State,";  and 

(2)  by  adding  at  the  end  the  following  new 
subsection: 

■(f)  Upon  request,  the  Secretary  of  De- 
fense shall  have  access  to  all  information  re- 
garding nuclear  proliferation  matters  which 
the  Secretary  of  State  or  the  Secretary  of 
Energy  has  or  is  entitled  to  have,  including 
all  communications,  materials,  documents, 
and  records  relating  to  such  matters,  includ- 
ing cables  from  United  States  diplomatic 
missions.". 

SEC.  1232.  MINCTEMAN  EDUCATION  PRCXJRAM 

Notwithstanding  any  other  provision  of 
this  Act,  none  of  the  funds  appropriated 
pursuant  to  an  authorization  contained  in 
this  or  any  other  Act  may  be  obligated  or 
expended  by  the  Air  Force  to  award  a  con- 
tract for  the  conduct  of  the  graduate  Min- 
uteman  Education  Program  unless  the  con- 
tract requires  the  contractor— 

(1)  to  integrate  class  schedules  under  the 
program  with  fulltime  missile  crew  duty 
schedules; 

(2)  to  provide  a  resident  faculty,  at  each 
Air  Force  installation  where  the  program  is 
conducted,  each  member  of  which  has  ob- 
tained the  terminal  educational  degree  pro- 
vided in  the  field  the  faculty  member  teach- 
es under  the  program;  and 

(3)  to  provide  library  resources,  at  each 
such  installation,  adequate  to  support  the 
program  at  such  installation,  including  a 
fulltime  librarian  who  has  obtained  a  degree 
in  library  science. 

SEC.  123.3.  TREATMENT  OF  (OMMl  NIST  ( Ol  NTRIES 

(a)  the  Foreign  Missions  Act  is  amended 
by  adding  at  the  end  thereof  the  following 
new  section: 

"APPLICATION  TO  CERTAIN  COMMUNIST 
COUNTRIES 

"Sec.  214.  (a)  Notwithstanding  any  other 
provision  of  this  title,  the  Secretary  shall 
apply  to  each  foreign  mission  in  the  United 
States  of  the  German  Democratic  Republic, 
Hungary,  Czechoslovakia,  Poland.  Bulgaria. 
Rumania,  and  Cuba  the  same  terms,  limita- 
tions, restrictions,  and  conditions  which  are 
applied  under  this  title  to  the  foreign  mis- 
sion in  the  United  States  of  the  Soviet 
Union  unless  the  Secretary  determines  and 
so  reports  to  the  Select  Committee  on  Intel- 
ligence of  the  Senate  and  the  Permanent 
Select  Committee  on  Intelligence  of  the 
House  of  Representatives  that  national  se- 
curity and  foreign  policy  circumstances  re- 
quire that  this  section  be  waived  in  specific 
circumstances  with  respect  to  such  country. 


"(b)  The  Secretary  shall  prepare  and 
transmit  to  the  Select  Committee  on  Intelli- 
gence and  the  Committee  on  Foreign  Rela- 
tions of  the  Senate  and  the  Permanent 
Select  Committee  on  Intelligence  and  the 
Committee  on  Foreign  Affairs,  of  the  House 
of  Representatives  a  report  describing— 

"(1)  not  later  than  thirty  days  after  date 
of  the  enactment  of  this  section,  the  plans 
of  the  Secretary  for  implementing  this  sec- 
tion; and 

"(2)  not  later  than  six  months  thereafter, 
the  actions  taken  pursuant  to  these  plans.". 

(b)  Section  202(a)(4)  of  the  Foreign  Mis- 
sions Act  is  amended— 

(1)  in  the  text  al)ove  clause  (A)  by  insert- 
ing ",  including  Government  activities  in- 
volving international  trade,"  after  "govern- 
mental activities";  and 

(2)  in  clause  (A),  by  inserting  "or  any  in- 
strumentality thereof"  after  "foreign  gov- 
errunent". 

SEC.  1234.  LIMITATION  ON  NEW  SPENDING  AITHOR- 
ITY 

(a)  In  General.— Any  new  spending  au- 
thority (as  defined  in  section  401(c)(2)  of 
the  Congressional  Budget  Act  of  1974)  pro- 
vided by— 

( 1 )  any  of  the  sections  of  this  Act  specified 
in  subsection  (b).  or 

(2)  any  amendment  made  by  any  such  sec- 
tion. 

shall  be  effective  for  any  fiscal  year  only  to 
such  extent  or  in  such  amounts  as  are  pro- 
vided in  appropriation  Acts. 

(b)  Sections  Specified —The  sections  to 
which  subsection  (a)  applies  are  sections 
611,  625,  631,  635.  636(f),  931.  1004.  1213, 
2174,  and  2183  of  this  Act.  and  those  provi- 
sions contained  in  sections  953.  1106.  2181, 
and  3134. 

SEC.  1235.  SUBMARINE  OVERHAUL  STUDY 

The  Secretary  of  the  Navy  shall  conduct  a 
detail  study  and  investigation  on  the  desir- 
ability and  feasibility  of  applying  produc- 
tion line  techniques  for  the  overhaul  of  Los 
Angeles  class  submarines.  The  Secretary 
shall  submit  the  results  of  such  study  and 
investigation,  together  with  such  comments 
and  recommendations  as  he  determines  ap- 
propriate, to  Congress  not  later  than  May  1, 
1987. 

SEC.  123S.  CORRECTIONAL  FACILITIES  AT  VOKt 
RILEV.  KANSAS 

The  correctional  facilities  at  Fort  Riley. 
Kansas,  may  not  be  closed,  transferred,  or 
relocated  unless— 

( 1 )  the  Secretary  of  Defense  has  transmit- 
ted to  Congress  a  written  notice  of  the 
intent  to  close,  transfer,  or  relocate  such  fa- 
cilities, as  the  case  may  be;  and 

(2)  the  180-day  period  beginning  on  the 
date  on  which  Congress  received  such  notice 
has  expired. 

SEC.  1237.  PROHIBITION  ACAI.NST  USING  FUNDS  AH- 
THORIZED  FOR  THE  ADVANCED  TECH- 
N0L(X;Y  BOMBER  AND  THE  AD- 
VANCED CRUISE  MISSILE  PROGRAMS 
FOB  ANY  OTHER  PURPOSE:  AND  LIMI- 
TATION OF  THE  B-IB  BOMBER  FLEET 
TO  100  AIRCRAFT 

(a)  It  is  the  sense  of  Congress  that— 

(1)  the  capabilities  inherent  in  the  tech- 
nologies associated  with  the  Advanced  Tech- 
nology Bomber  and  the  Advanced  Cruise 
Missile  Program  are  a  critical  national  secu- 
rity asset  for  maintaining  an  adequate  and 
credible  deterrent  posture; 

(2)  such  technologies  and  programs 
should  be  developed  as  rapidly  as  feasible  in 
order  to  produce  and  deploy  advanced  sys- 
tems which  will  complicate  the  military 
planning  of  the  Soviet  Union  and  as  a  conse- 
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quence  enhance  the  deterrant  posture  of 
the  United  SUtes; 

(3)  such  technologies  and  programs 
should  be  funded  at  the  levels  authorized  in 
this  Act:  and 

(4)  all  the  funds  appropriated  for  such 
programs  should  be  fully  used  for  such  pro- 
grams. 

(b)  None  of  the  funds  appropriated  pursu- 
ant to  an  authorization  of  appropriations  in 
this  Act  to  carry  out  the  Advanced  Technol- 
ogy Bomber  Program  or  the  Advanced 
Cruise  Missile  Program  may  be  used  for  any 
other  purpose. 

(c)  None  of  the  funds  appropriated  pursu- 
ant to  an  authorization  of  appropriations  in 
this  or  any  other  Act  may  be  used  for  re- 
search, development,  demonstration,  pro- 
curement or  any  other  purpose  related  to  B- 
IB  bombers  beyond  the  100  such  bombers 
previously  authorized. 

SEC.  laS.  ARMY  NATIONAL  Gl'ARD  REPORTING 

The  Secretary  of  Defense  shall  require 
the  Chief  of  the  National  Guard  Bureau  to 
develop  and  implement  procedures  to  moni- 
tor the  bacUog  of  maintenance  and  repair 
projects  of  Army  National  Guard  armories. 

DIVISION  B— MILITARY  CONSTRUCTION 
SEC.  2000.  SHORT  TITLE 

This  division  may  be  cited  as  the  "Military 
Construction  Authorization  Act.  1987'. 
TITLE  I— ARMY 

SEC.  2I»I.  AITHORIZED  ARMY  CONSTRICTION  AND 
LAND  ACQIISITION  PROJECTS 

(a)  Inside  the  United  States.— The  Secre- 
tary of  the  Army  may  acquire  real  property 
and  may  carry  out  military  construction 
projects  in  the  amounts  shown  for  each  of 
the  following  installations  and  locations 
inside  the  United  States: 

UNITED  STATES  ARMY  FORCES  COMMAND 

Camp  Dawson.  West  Virginia,  $8,700,000. 
Port  Bragg,  North  Carolina,  $11,700,000. 
Port  Campbell.  Kentucky,  $4,500,000. 
Port  Carson,  Colorado.  $11,300,000. 
Port  Devens.  Massachusetts.  $20,800,000. 
Port  Drum.  New  York,  $615,000,000. 
Port  Hood,  Texas,  $10,600,000. 
Port  Lewis,  Washington,  $20,500,000. 
Port  McPherson,  Georgia,  $2,900,000. 
Port  Ord,  California,  $6,550,000. 
Port  Polk,  Louisiana,  $27,000,000. 
Port  Richardson.  Alaska,  $11,200,000. 
Port  Riley,  Kansas,  $8,250,000. 
Port  Sheridan,  Illinois,  $2,050,000. 
Port  Wainwright,  Alaska,  $96,700,000. 
Presidio    of    San    Prancisco.    California, 
$5,100,000. 

ITNITED  STATES  ARMY  WESTERN  COMMAND 

Hawaii  Various.  $12,000,000. 
Wheeler      Army      Air      Pield,      Hawaii. 
$2,900,000. 

UNITED  STATES  ARMY  TRAINING  AND  DOCTRINE 
COMMAND 

Port  Benning.  Georgia.  $9,100,000. 

Port  Eustis.  Virginia,  $2,050,000. 

Port  Jackson.  South  Carolina,  $9,100,000. 

Port  Lee.  Virginia.  $17,600,000. 

Port  Leonard  Wood.  Missouri.  $27,200,000. 

Fort  Rucker,  Alabama.  $44,500,000. 

MILITARY  DISTRICT  OF  WASHINGTON 

Port  Myer,  Virginia,  $3,800,000. 

UNITED  STATES  ARMY  MATERIEL  COMMAND 

Aberdeen  Proving  Ground.  Maryland, 
$19,000,000. 

Corpus  Christi  Army  Depot,  Texas, 
$9,350,000. 

Dugway  Proving  Ground.  Utah. 
$9,700,000. 

Port  Monmouth.  New  Jersey,  $4,900,000. 
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Navajo        Depot        Activity,        Arizona, 
$3,900,000. 
Redstone  Arsenal,  Alabama,  $19,500,000. 
Sierra  Army  Depot,  California,  $2,450,000. 

UNITED  STATES  ARMY  INFORMATION  SYSTEMS 
COMMAND 

Port  Huachuca,  Arizona,  $17,200,000. 

UNITED  STATES  MILITARY  ACADEMY 

United  States  Military  Academy,  New 
York,  $28,500,000. 

ASSISTANT  CHIEF  OF  ENGINEERS 

Classified.  United  States.  $7,400,000. 

(b)  Outside  the  United  States.— The  Sec- 
retary of  the  Army  may  acquire  real  proper- 
ty and  may  carry  out  military  construction 
projects  in  the  amounts  shown  for  each  of 
the  following  installations  and  locations 
outside  the  United  States: 

EIGHTH  united  STATES  ARMY 

Camp  Casey.  Korea.  $22,500,000. 
Camp  Castle,  Korea.  $2,850,000. 
Camp  Greaves,  Korea,  $2,350,000. 
Camp  Hovey,  Korea.  $9,000,000. 
Camp  Howze,  Korea,  $4,050,000. 
Camp  Humphreys,  Korea,  $15,300,000. 
Camp  Laguardia,  Korea,  $2,650,000. 
Camp  Long,  Korea,  $5,600,000. 
Camp  Red  Cloud,  Korea,  $4,550,000. 
Camp  Stanley,  Korea,  $4,700,000. 
H220,  Korea,  $2,750,000. 
Pusan,  Korea,  $9,700,000. 
Second  Infantry,  Korea,  $5,150,000. 
Taegu,  Korea,  $4,900,000. 
Yongsan,  Korea,  $5,000,000. 

UNITED  STATES  ARMY  STRATEGIC  DEFENSE 
COMMAND 

Kwajalein,  $20,600,000. 

UNITED  STATES  ARMY  FORCES  COMMAND, 
OVERSEAS 

Classified,  $4,000,000. 
Various,  $4,900,000. 

UNITED  STATES  ARMY  EUROPE  AND  SEVENTH 
ARMY 

Aschaffenburg.  Germany,  $7,000,000. 
Baumholder,  Germany,  $28,850,000. 
Bitburg,  Germany,  $16,350,000. 
Einsiedlerhof,  Germany,  $4,750,000. 
Frankfurt,  Germany,  $3,500,000. 
Giessen,  Germany,  $5,600,000. 
Hanau,  Germany,  $17,200,000. 
Heilbronn,  Germany,  $2,100,000. 
Hohenfels,  Germany.  $8,800,000. 
Karlsruhe,  Germany,  $10,000,000. 
Mannheim,  Germany,  $2,450,000. 
Neu  Ulm,  Germany,  $26,050,000. 
Nuernberg,  Germany,  $5,500,000. 
Rheinberg.  Germany,  $33,600,000. 
Schweinfurt,  Germany,  $22,100,000. 
Various,  Germany,  $17,500,000. 
Vilseck,  Germany,  $50,300,000. 
Wildflecken,  Germany,  $3,800,000. 

UNITED  STATES  ARMY  INTELLIGENCE  AND 
SECURITY  COMMAND,  OVERSEAS 

Location  276,  $3,700,000. 
Location  280,  $2,100,000. 

SEC.  2102.  FA.MILY  NOISING 

The  Secretary  of  the  Army  may  construct 
or  acquire  family  housing  units  (including 
land  acquisition)  at  the  following  installa- 
tions in  the  number  of  units  shown,  and  in 
the  amount  shown,  for  each  installation: 

Port  Wainwright.  Alaska,  one  hundred 
and  fifty  units,  $33,000,000. 

Port  Irwin,  California,  thirty-eight  manu- 
factured home  spaces,  $730,000. 

Fort  Ord,  California,  three  hundred  and 
eighty-five  units,  $34,000,000. 

Crailsheim,  Germany,  forty  units. 
$4,100,000. 

Darmstadt.  Germany,  forty  units, 
$3,150,000. 


Erlangen,  Germany,  one  hundred  and  six 
units,  $9,400,000. 

Herzo  Base,  Germany,  thirty-four  units. 
$3,300,000. 

Schweinfurt,  Germany,  ninety  units, 
$8,400,000. 

Vilseck,  Germany,  two  hundred  and 
twenty-four  units,  $21,000,000. 

Wildflecken.  Germany,  twenty-four  units. 
$2,050,000. 

Various  Locations,  Germany,  one  hundred 
and  twenty  units,  funded  under  section 
2103. 

Port  Polk,  Louisiana,  five  hundred  and 
eighty-three  units,  $37,000,000. 

Kwajalein,  Marshall  Island,  one  hundred 
and  thirty-six  units,  $23,000,000. 

Aberdeen  Proving  Ground.  Maryland,  one 
hundred  and  forty  units  and  seventy  manu- 
factured home  spaces,  $10,800,000. 

Fort  Drum,  New  York,  one  thousand  and 
two  hundred  units,  $91,000,000. 

Seneca  Army  Depot,  New  York,  thirty 
units,  $2,900,000. 

SEC.  2103.  IMPROVEMENTS  TO  MILITARY   FAMILY 
HOl'SING  I'NITS 

(a)  Amount  Authorized.— Subject  to  sec- 
tion 2825  of  title  10,  United  States  Code,  the 
Secretary  of  the  Army  may  make  expendi- 
tures- 
CD   to   improve  existing  military   family 

housing  units  in  an  amount  not  to  exceed 
$79,500,000:  and 

(2)  for  energy  conservation  projects  in  an 
amount  not  to  exceed  $15,671,000  from 
funds  which  remain  available  for  obligation 
from  savings  from  prior  years. 

(b)  Waiver  of  Maximum  Per  Unit  Cost 
FOR  Certain  Improvement  Projects.— Not- 
withstanding the  maximum  amount  per 
unit  for  an  improvement  project  under  sec- 
tion 2825(b)  of  title  10,  United  States  Code, 
the  Secretary  of  the  Army  may  carry  out 
projects  to  improve  existing  military  family 
housing  units  at  the  following  installations 
in  the  number  of  units  shown,  apd  in  the 
amount  shown,  for  each  installation: 

Aschaffenburg.  Germany,  one  hundred 
and  forty-four  units,  $5,120,000. 

Aschaffenburg,  Germany,  forty-eight 
units,  $2,800,000. 

Bremerhaven,  Germany,  twenty-four 
units,  $1,400,000. 

Karlsruhe,  Germany,  twenty-four  units, 
$1,400,000. 

Kitzingen,  Germany,  one  hundred  and 
two  units,  $5,950,000. 

Mainz,  Germany,  one  unit,  $69,000. 

Worms,  Germany,  six  units,  $350,000. 

Fort  Benjamin  Harrison,  Indiana,  one 
hundred  and  sixty-six  units.  $6,000,000. 

Pusan.  Korea.  forty-eight  units. 
$2,237,000. 

Yongsan,  Korea,  one  unit,  $70,000. 

Fort  Indiantown  Gap,  Pennsylvania,  six 
units.  $166,000. 

Fort  Sam  Houston,  Texas,  twenty-three 
uniU,  $930,000. 

Fort  Myer.  Virginia,  three  units,  $140,000. 

(c)  Waiver  of  Space  Limitation  for  Gen- 
eral Officers  Quarters  at  Yongsan, 
Korea.— (1)  Notwithstanding  the  maximum 
space  limitations  under  section  2826(a)  of 
title  10,  United  States  Code,  the  Secretary 
of  the  Army  may  carry  out  an  improvement 
project  to  increase  the  net  floor  area  of  the 
housing  unit  for  one  general  officer  at  the 
United  States  Army  Garrison,  Yongsan, 
Korea,  to  not  more  than  3.574  square  feet. 

(2)  For  purposes  of  this  subsection,  the 
term  "net  floor  area"  has  the  same  meaning 
given  that  term  by  section  2626(f)  of  title 
10,  United  States  Code. 
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SEC.  2104.  FORT  DRUM.  NEW  YORK 

The  Secretary  of  the  Army  may  enter  Into 
one  or  more  contracts,  in  advance  of  appro- 
priations therefor,  for  the  military  construc- 
tion projects  authorized  by  section  2101  to 
be  accomplished  at  Port  Drum,  New  York,  if 
such  contracts  limit  the  Government's  li- 
ability to  the  amount  of  funds  available  for 
obligation  at  the  time  each  contract  is  en- 
tered into.  Such  construction  may  be  accom- 
plished by  using  one-step  turn-key  selection 
procedures,  or  other  competitive  contract- 
ing methods. 

SEC.  210S.  COMMUNITY  PLANNING  ASSISTANCE 

The  Secretary  of  the  Army  may  not  use 
more  than  $400,000  from  funds  appropri- 
ated to  the  Department  of  the  Army  for 
fiscal  year  1987  for  planning  and  design  pur- 
poses to  provide  planning  assistance  to  local 
communities  located  near  newly  established 
Light  Infantry  Division  PosU  at  Port  Drum. 
New  York,  and  Port  Wainwright,  Alaska,  if 
the  Secretary  determines  that  the  financial 
resources  available  to  the  community  (by 
grant  or  otherwise)  are  inadequate. 

SEC.  210S.  CLEANUP  OF  CONTAMINATED  WATER 
SUPPLIES  ADJACENT  TO  ROCKY 
MOUNTAIN  ARSENAL 

(a)  Transfer  of  Punds  to  the  Environ- 
KENTAL  Protection  Agency.— (1)  The  Secre- 
tary of  the  Army  (hereinafter  in  this  section 
referred  to  as  the  "Secretary")  shall  trans- 
fer funds  available  to  the  Department  of 
Defense  for  military  construction  for  fiscal 
year  1987  to  the  Administrator  of  the  Envi- 
ronmental Protection  Agency  (hereinafter 
in  this  section  referred  to  as  the  "Adminis- 
trator") such  sums,  not  to  exceed  $6,000,000. 
as  may  be  necessary  to  enable  the  Adminis- 
trator to  continue  with  the  selection,  design, 
and  implementation  of  response  measures 
(consistent  with  the  National  Contingency 
Plan)  with  respect  to  the  contamination  of 
drinking  water  supplies  in  south  Adams 
County,  Colorado,  to  the  west  of  the  Rocky 
Mountain  Arsenal  and  south  of  80th 
Avenue.  The  Secretary  may  transfer  funds 
under  this  section  only  if  the  Administrator 
has  certified  to  the  Secretary  that  the  Army 
is  a  responsible  party  for  the  contamination 
in  the  area  referred  to  in  the  preceding  sen- 
tence. 

(b)  Interagency  Agreement.— ( 1 )  The 
transfer  of  funds  under  this  section  shall  be 
carried  out  in  accordance  with  the  agree- 
ment between  Environmental  Protection 
Agency  and  the  Department  of  the  Army 
entered  into  on  March  20,  1986.  Punds 
transferred  under  this  section  shall  be  in  ad- 
dition to  funds  previously  transferred  to  the 
Environmental  Protection  Agency  for  such 
purposes. 

(2)  The  Secretary  and  the  Administrator 
may  enter  into  an  agreement  supplemental 
to  the  agreement  referred  to  in  paragraph 
(1)  if  the  supplemental  agreement  can  be 
concluded  within  seven  days  after  the  date 
of  the  enactment  of  the  Act.  A  supplemen- 
tal agreement  entered  Into  under  this  para- 
graph may  not  require  the  Secretary  to 
transfer  funds  for  the  purpose  of  carrying 
out  the  response  action  described  in  subsec- 
tion (a)  after  the  date  on  which  adequate 
funds  become  available  to  the  Environmen- 
tal Protection  Agency  for  such  purposes 
pursuant  to  the  Comprehensive  Environ- 
mental Response.  Compensation,  and  Liabil- 
ity Act  of  1980  (42  U.S.C.  9601  et  seq.). 

(3)  A  supplemental  agreement  entered 
into  under  paragraph  (2)  shall  contain  pro- 
visions regarding  the  repayment  of  amounts 
transferred  pursuant  to  subsection  (a).  If 
such  provisions  are  not  agreed  to  before  the 
expiration  of  the  seven-day  period  referred 


to  in  paragraph  (1).  repayment  shall  be 
made  in  accordance  with  the  provisions  of 
the  agreement  between  the  Environmental 
Protection  Agency  and  Department  of  the 
Army  entered  into  on  March  20.  1986. 

(c)  Contamination  North  of  80th 
Avenue.— The  Secretary  shall,  promptly 
after  enactment  of  this  Act,  continue  re- 
sponse action  with  respect  to  hazardous  sub- 
stances, pollutants,  and  contaminants  af- 
fecting water  supplies  in  south  Adams 
County,  Colorado,  to  the  west  and  north  of 
the  Rocky  Mountain  Arsenal  and  north  of 
80th  Avenue.  The  cost  of  such  response 
action  shall  be  paid  for  out  of  funds  appro- 
priated to  the  Department  of  Defense  for 
purposes  of  the  Environmental  Restoration 
Program  of  the  Department  of  the  Army. 
Such  response  action  shall  be  carried  out  in 
accordance  with  the  recommendations  of 
the  Administrator  and  in  consultation  with 
the  Colorado  Department  of  Health. 

(d)  Liability  of  Army  not  Affected.— 
Nothing  in  this  subsection  shall  affect  the 
liability  of  the  Department  of  the  Army  or 
of  any  other  potentially  responsible  person 
under  the  Comprehensive  Environmental 
Response.  Compensation,  and  Liability  Act 
of  1980  or  under  the  Solid  Waste  Disposal 
Act  (42  U.S.C.  6901  et  seq.). 

(e)  Liability  of  Other  Parties  Under  Su- 
PERFUND.- Nothing  in  this  section  shall  be 
construed  to  affect  the  rights  of  the  Secre- 
tary to  obtain  reimbursement  under  section 
107  of  the  Comprehensive  Environmental 
Response,  Compensation,  and  Liability  Act 
of  1980  from  any  potentially  responsible 
party  of  any  amount  expended  by  the  Sec- 
retary for  response  action  referred  to  in 
subsection  (a). 

SEC.  2107.  AITHORIZATION  OF  APPROPRIATIONS. 
ARMY:  RECURRING  ADMINISTRATIVE 
PROVISIONS 

(a)  In  General.— Punds  are  hereby  au- 
thorized to  be  appropriated  for  fiscal  years 
beginning  after  September  30.  1986.  for  mili- 
tary construction,  land  acquisition,  and  mili- 
tary family  housing  functions  of  the  De- 
partment of  the  Army  in  the  total  amount 
of  $2,949;746,000  as  follows: 

(1)  Por  military  construction  projects 
inside  the  United  States  authorized  by  sec- 
tion 2101(a),  $691,500,000. 

(2)  Por  military  construction  projects  out- 
side the  United  States  authorized  by  section 
2101(b),  $401,800,000. 

(3)  Por  military  construction  projects 
inside  the  United  States  authorized  by  sec- 
tion 101  of  the  Military  Construction  Au- 
thorization Act,  1986.  $51,000,000. 

(4)  Por  military  construction  projects  out- 
side the  United  States  authorized  by  section 
101  of  the  Military  Construction  Authoriza- 
tion Act.  1986,  $17,000,000. 

(5)  Por  minor  construction  projects  under 
section  2805  of  title  10,  United  States  Code, 
$99,070,000. 

(6)  Por  architectural  and  engineering  serv- 
ices and  construction  design  under  section 
2807  of  title  10,  United  SUtes  Code, 
$130,580,000. 

(7)  Por  military  family  housing  func- 
tions— 

(A)  for  construction  and  acquisition  of 
military  family  housing  and  facilities, 
$387,330,000,  of  which  $24,000,000  is  avail- 
able for  planning  and  design; 

(B)  for  support  of  military  family  housing 
(including  the  functions  described  in  section 
2833  of  title  10,  United  States  Code). 
$1,265,266,000.  of  which  not  more  than 
$31,246,000  may  be  obligated  or  expended 
for  the  leasing  of  military  family  housing 
units  In  the  United  States,  the  Common- 


wealth of  Puerto  Rico,  and  Guam,  and  not 
more  than  $142,639,000  may  be  obligated  or 
expended  for  the  leasing  of  military  family 
housing  units  in  foreign  countries,  and 

(C)  for  the  Homeowners  Assistance  Pro- 
gram as  authorized  by  section  2832  of  title 
10.  United  States  Code.  $5,500,000. 

(8)(A)  Notwithstanding  the  amounts  au- 
thorized to  be  appropriated  by  paragraphs 
(l)-(6)  of  this  subsection,  the  total  amount 
authorized  to  be  appropriated  by  this  sub- 
section for  the  purposes  described  in  such 
paragraphs  is  $1,326,910,000. 

(B)  Notwithstanding  the  amounts  author- 
ized to  be  appropriated  by  subparagraphs 
(A)  and  (B>  of  paragraph  (7)  of  this  subsec- 
tion, the  total  amount  authorized  to  be  ap- 
propriated by  this  subsection  for  the  pur- 
poses described  in  such  subparagraphs  is 
$1,618,396,000. 

(b)  Authorization  of  Unobligated  Punds 
FOR  Energy  Conservation  I*rojects.— 
Punds  appropriated  to  the  Department  of 
Defense  for  fiscal  years  before  fiscal  year 
1987  which  could  be  used  for  energy  conser- 
vation projects  for  existing  military  family 
housing  units  of  the  Department  of  the 
Army  that  remain  available  for  obligation 
are  hereby  authorized  to  be  made  available, 
to  the  extent  provided  in  appropriation 
Acts,  for  energy  conservation  projects  for 
military  family  housing  of  the  Army  in  an 
amount  not  to  exceed  $15,671,000. 

(c)  Limitation  on  Total  Cost  of  Con- 
struction Projects  Authorized  in  Title 
I.— Notwithstanding  the  cost  variations  au- 
thorized by  section  2853  of  title  10,  United 
States  Code,  and  any  other  cost  variation 
authorized  by  law.  the  total  cost  of  all 
projects  carried  out  under  section  2101  of 
this  Act  may  not  exceed  the  total  amount 
authorized  to  be  appropriated  under  para- 
graphs (1)  and  (2)  of  subsections  (a)  and  (b). 

SEC.   2108.    EXTENSION   OF   CERTAIN   AUTHORIZA- 
TIONS 

(a)  Extension  of  Authorization  of  Cer- 
tain PiscAL  Year  1984  Projects.— Notwith- 
standing the  provisions  of  section  607(a)  of 
the  Military  Construction  Authorization 
Act.  1984  (Public  Law  98-115:  97  Stat.  780). 
authorizations  for  the  following  projects  au- 
thorized in  section  101  of  that  Act,  as  ex- 
tended by  section  606(b)  of  the  Military 
Construction  Authorization  Act,  1986 
(Public  Law  99-167;  99  Stat.  983)  shall 
remain  in  effect  until  October  1,  1987.  or 
the  date  of  enactment  of  the  Military  Con- 
struction Authorization  Act  for  fiscal  year 
1988,  whichever  is  later: 

(1)  Unaccompanied  personnel  housing  in 
the  amount  of  $1,400,000  at  Argyroupolis, 
Greece. 

(2)  Operations  building  in  the  amount  of 
$370,000  at  Argyroupolis.  Greece. 

(3)  Multipurpose  recreation  facility  in  the 
amount  of  $480,000  at  Argyroupolis,  Greece.' 

(4)  Unaccompanied  officer  housing  in  the 
amount  of  $600,000  at  Perivolaki,  Greece. 

(5)  Operations  building  in  the  amount  6f 
$410,000  at  Perivolaki,  Greece. 

(6)  Multipurpose  recreation  facility  in  the 
amount  of  $620,000  at  Perivolaki,  Greece. 

(7)  Physical  fitness  training  center  in  the 
amount  of  $1,000,000  at  Elefsis.  Greece. 

(b)  Extension  of  Authorization  of  Cer- 
tain PiscAL  Year  1985  Projects.— Notwith- 
standing the  provisions  of  section  607(a)  of 
the  Military  Construction  Authorization 
Act,  1985  (Public  Law  98-407;  98  Stat.  1515), 
authorizations  for  the  following  projects  au- 
thorized in  section  101  of  that  Act  shall 
remain  in  effect  until  October  1,  1987,  or 
the  date  of  enactment  of  the  Military  Con- 
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struction  Authorization  Act  for  fiscal  year 
1988,  whichever  is  later: 

<1)  Barracks  with  dining  facility  in  the 
amount  of  $11,400,000  at  Presidio  of  San 
Francisco.  California. 

(2)  Child  care  center  in  the  amount  of 
$1,980,000  at  Presidio  of  San  Francisco.  Cali- 
fornia. 

(3)  Barracks  in  the  amount  of  $6,600,000 
at  I*residio  of  San  Francisco.  California. 

(4)  Multipurpose  recreation  facility  in  the 
amount  of  $1,150,000  at  Koropi.  Greece. 

(5)  Multipurpose  recreation  facility  in  the 
amount  of  $960,000  at  Katsimidi.  Greece. 

(6)  Barracks  modernization  in  the  amount 
of  $660,000  at  Argyroupolis.  Greece. 

(7)  Barracks  modernization  in  the  amount 
of  $660,000  at  Perivolaki.  Greece. 

(8)  Barracks  with  dining  facility  in  the 
amount  of  $2,350,000  at  Elefsis,  Greece. 

(9)  Contingency  Facility  in  the  amount  of 
$4,300,000  at  Palmerola.  Honduras. 

TITLE  II— NAVY 

SEC.  Zni.  AITHORIZED  NAVY  CONSTRm'IOS  AND 
LAND  ACQl  ISITION  PROJECTS 

(a)  Inside  the  United  States.— The  Secre- 
tary of  the  Navy  may  acquire  real  property 
and  may  carry  out  military  construction 
projects  in  the  amounts  shown  for  each  of 
the  following  installations  and  locations 
inside  the  United  States: 

UNITED  STATES  MARINE  CORPS 

Headquarters  Marine  Corps,  Arlington. 
Virginia.  $3,020,000. 

Marine  Corps  Base.  Camp  Lejeune.  North 
Carolina.  $33,220,000. 

Marine  Corps  Air  Station.  Camp  Pendle- 
ton. California.  $8,440,000. 

Marine  Corps  Base.  Camp  Pendleton.  Cali- 
fornia. $26,730,000. 

Marine  Corps  Air  Station.  Cherry  Point. 
North  Carolina.  $12,660,000. 

Marine  Corps  Air  Station.  El  Toro.  Cali- 
fornia. $26,280,000. 

Marine  Corps  Air  Station.  Kaneohe  Bay. 
Hawaii.  $31,580,000. 

Marine  Corps  Air  Station.  New  River. 
North  Carolina.  $20,020,000. 

Marine  Corps  Recruit  Depot.  Parris 
Island,  South  Carolina.  $7,250,000. 

Marine  Corps  Air  Station.  Tustin.  Califor- 
nia, $13,250,000. 

Marine  Corps  Air-Ground  Combat  Center, 
Twentynine  Palms,  California,  $36,350,000. 

Marine  Corps  Air  Station.  Yuma.  Arizona. 
$5,600,000. 

CHIEF  OF  NAVAL  OPERATIONS 

Naval  Academy.  Annapolis.  Maryland. 
$2,260,000. 

COMMANDER  IN  CHIEF.  ATLANTIC  FLEET 

Naval  Air  Station.  Brunswick.  Maine. 
$2,160,000. 

Naval  Air  Station.  Cecil  Field.  Florida. 
$3,730,000, 

Naval  Air  Station.  Jacksonville.  Florida. 
$4,810,000. 

Naval  Amphibious  Base.  Little  Creek.  Vir- 
ginia. $5,890,000. 

Naval  Supply  Center  Detachment.  May- 
port.  Florida,  $3,730,000. 

Naval  Submarine  Base.  New  London,  Con- 
necticut, $3,160,000. 

Naval  Station.  New  York.  New  York, 
$56,200,000. 


PACIFIC  FLEET 

Adak.      Alaska. 


COMMANDER  IN  CHIEF. 

Naval      Air      Station. 
$24,400,000. 

Naval  Facihty.  Adak.  Alaska.  $5,700,000. 

Naval  Air  Station.   Alameda.   California. 
$17,675,000. 

Naval  Submarine  Base.  Bangor.  Washing- 
ton. $10,500,000. 


Naval  Amphibious  Base,  Coronado.  Cali- 
fornia. $17,450,000. 

Naval  Station.  Everett.  Washington. 
$85,400,000. 

Naval  Air  Station,  Fallon.  Nevada, 
$31,200,000. 

Naval  Station.  Long  Beach.  California. 
$7,050,000. 

Naval  Magazine.  Lualualei.  Hawaii. 
$2,850,000. 

Naval  Air  Station.  Miramar.  California. 
$21,550,000. 

Naval  Station.  Pearl  Harbor.  Hawaii. 
$3,240,000. 

Naval  Station.  San  Diego.  California. 
$18,200,000. 

Naval  Submarine  Base.  San  Diego.  Cali- 
fornia. $9,100,000. 

Naval  Station.  Seattle.  Washington. 
$2,950,000. 

Naval  Air  Station.  Whidbey  Island.  Wash- 
ington. $3,510,000. 

CHIEF  OF  NAVAL  EDUCATION  AND  TRAINING 

Naval  Guided  Missile  School.  Dam  Neck. 
Virginia.  $3,140,000. 

Naval  Training  Center.  Great  Lakes,  Illi- 
nois, $5,300,000. 

Naval  Air  Station.  Kingsville.  Texas. 
$3,140,000. 

Combat  Systems  Technical  Schools  Com- 
mand. Mare  Island.  California.  $5,200,000. 

Naval  Air  Station.  Memphis.  Tennessee. 
$15,550,000. 

Naval  Air  Station.  Meridian.  Mississippi. 
$3,170,000. 

Naval  Submarine  School.  New  London. 
Connecticut.  $9,540,000. 

Naval  Education  and  Training  Center. 
Newport.  Rhode  Island.  $11,700,000. 

Fleet  Training  Center.  Norfolk.  Virginia. 
$5,400,000. 

Naval  Training  Center.  Orlando.  Florida. 
$8,440,000. 

Naval  Diving  and  Salvage  Training 
Center.  Panama  City.  Florida.  $2,850,000. 

Naval  Technical  Training  Center.  Pensa- 
cola.  Florida.  $4,610,000. 

Fleet  Intelligence  Training  Center.  Pacif- 
ic. San  Diego.  California.  $4,220,000. 

Fleet  Training  Center.  San  Diego.  Califor- 
nia. $3,930,000. 

Naval  Training  Center.  San  Diego,  Cali- 
fornia. $18,170,000. 

Naval  Air  Station.  Whiting  Field.  Florida, 
$2,120,000. 

NAVAL  TELECOMMUNICATIONS  COMMAND 

Naval  Communication  Station.  Stockton. 
California.  $2,750,000. 

NAVAL  SECURITY  GROUP  COMMAND 

Naval  Security  Group  Activity.  Adak. 
Alaska.  $13,400,000. 

NAVAL  SUPPLY  SYSTEMS  COMMAND 

Naval  Supply  Center.  Norfolk.  Virginia. 
$3,140,000. 

NAVAL  AIR  SYSTEMS  COMMAND 

Pacific  Missile  Range  Facility.  Barking 
Sands.  Kauai.  Hawaii.  $8,260,000. 

Naval  Air  Rework  Facility.  Cherry  Point. 
North  Carolina.  $37,200,000. 

Naval  Air  Test  Center.  Patuxent  River. 
Maryland.  $19,780,000. 

Naval  Air  Rework  Facility.  Pensacola. 
Florida.  $8,050,000. 

NAVAL  FACILITIES  ENGINEERING  COMMAND 

Naval  Construction  Battalion  Center. 
Gulfport.  Mississippi.  $14,200,000. 

Navy  Public  Works  Center.  Norfolk.  Vir- 
ginia. $8,050,000. 

Navy  Public  Works  Center.  Pearl  Harbor. 
Hawaii.  $24,900,000. 

Naval  Construction  Battalion  Center.  Port 
Hueneme.  California.  $3,040,000. 


NAVAL  SEA  SYSTEMS  COMMAND 


Charleston  Naval  Shipyard,  Charleston, 
South  Carolina,  $10,810,000. 

Naval  Weapons  Station,  Charleston, 
South  Carolina.  $6,130,000. 

Naval  Weapons  Support  Center.  Crane, 
Indiana,  $6,880,000. 

Naval  Weapons  Station.  Earle,  New 
Jersey,  $52,500,000. 

Long  Beach  Naval  Shipyard.  Long  Beach, 
California.  $2,450,000. 

Norfolk  Naval  Shipyard,  Portsmouth,  Vir- 
ginia, $5,900,000. 

Supervisor  of  Shipbuilding.  Pascagoula, 
Mississippi.  $4,120,000. 

Portsmouth  Naval  Shipyard,  Kittery. 
Maine.  $22,190,000. 

Naval  Weapons  Station.  Seal  Beach.  Cali- 
fornia. $6,100,000. 

Mare  Island  Naval  Shipyard,  Vallejo,  Cali- 
fornia, $5,100,000. 

Naval  Weapons  Station,  Yorktown,  Virgin- 
ia. $4,220,000. 

OFFICE  OF  THE  CHIEF  OF  NAVAL  RESEARCH 

Naval  Weapons  Center,  China  Lake.  Cali- 
fornia, $12,750,000. 

Naval  Surface  Weapons  Center,  Dahlgren, 
Virginia,  $15,960,000. 

Naval  Research  Laboratory.  Washington, 
District  of  Columbia,  $8,730,000. 

STRATEGIC  SYSTEMS  PROJECT  OFFICE 

Naval  Submarine  Base,  Kings  Bay,  Geor- 
gia. $122,390,000. 

(b)  Outside  the  United  States.— The  Sec- 
retary of  the  Navy  may  acquire  real  proper- 
ty and  may  carry  out  military  construction 
projects  in  the  amounts  shown  for  each  of 
the  following  installations  and  locations 
outside  the  United  States: 

MARINE  CORPS 

Marine  Corps  Air  Station.  Futenma,  Oki- 
nawa. Japan.  $3,440,000. 

Marine  Corps  Base.  Camp  Smedley  D. 
Butler.  Okinawa.  Japan.  $8,950,000. 

COMMANDER  IN  CHIEF.  ATLANTIC  FLEET 

Naval  Station,  Guantanamo  Bay,  Cuba, 
$2,600,000. 

Naval  Air  Station.  Keflavik,  Iceland, 
$13,490,000. 

Atlantic  Fleet  Weapons  Training  Facility. 
Roosevelt  Roads.  Puerto  Rico.  $4,220,000. 

Naval  Station.  Roosevelt  Roads.  Puerto 
Rico.  $6,290,000. 

COMMANDER  IN  CHIEF.  PACIFIC  FLEET 

Naval  Air  Facility.  Atsugi.  Japan, 
$5,300,000. 

Administrative  Support  Unit,  Bahrain 
Island.  $2,550,000. 

Naval  Air  Station.  Cubi  Point.  Republic  of 
the  Philippines.  $5,300,000. 

Mobile  Construction  Battalion.  Camp  Cov- 
ington. Guam.  $15,500,000. 

COMMANDER  IN  CHIEF.  UNITED  STATES  NAVAL 
FORCES  EUROPE 

Naval    Support    Activity.    Naples.    Italy, 
$5,500,000. 
Naval  Station.  Rota.  Spain.  $4,600,000. 
Classified  Locations.  $15,700,000. 

NAVAL  TELECOMMUNICATIONS  COMMAND 

Naval  Communications  Area  Master  Sta- 
tion. Mediterranean.  Naples.  Italy. 
$8,250,000. 

NAVAL  SECURITY  GROUP  COMMAND 

Naval  Security  Group  Activity,  Edzell, 
Scotland,  $2,250,000. 

OFFICE  OF  THE  CHIEF  OF  NAVAL  RESEARCH 

Naval  Underwater  Systems  Center, 
Andros  Island,  Bahamas,  $3,730,000. 
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SKC.  2112.  FAMILY  HOUSINC 

The  Secretary  of  the  Navy  may  construct 
or  acquire  family  housing  units  (including 
land  acquisition)  at  the  following  installa- 
tions in  the  number  of  units  shown,  and  in 
the  amount  shown,  for  each  installation: 

Naval  Station,  Long  Beach,  California, 
three  hundred  units,  $22,900,000. 

Naval  Air  Station.  Moffett  Field.  Califor- 
nia, one  hundred  and  twenty-six  units, 
$11,600,000. 

Navy  Public  Works  Center,  San  Francisco, 
California,  three  hundred  units,  $26,450,000. 

Marine  Corps  Air-Ground  Combat  Center, 
Twentynine  Palms,  California,  three  hun- 
dred and  ninety-two  units  and  seventy-five 
mobile  home  spaces.  $35,300,000. 

Marine  Corps  Base,  Camp  Pendleton,  Cali- 
fornia, one  hundred  mobile  home  spaces. 
$1,800,000. 

Marine  Corps  Base.  Camp  Lejeune.  North 
Carolina,  seventy-five  mobile  home  spaces. 
$930,000. 

Marine  Corps  Development  and  Education 
Command,  Quantico,  Virginia,  fifty  mobile 
home  spaces,  $790,000. 

Naval  Station,  Keflavik,  Iceland,  two  hun- 
dred and  fifty  units.  $48,642,000. 

SEC.  2113.  IMPROVEMENTS  TO  MILITARY  FAMILY 
HOUSING  UNITS 

(a)  Amount  Authorized.— Subject  to  sec- 
tion 2825  of  title  10.  United  States  Code,  the 
Secretary  of  the  Navy  may  make  expendi- 
tures to  Improve  existing  military  family 
housing  units  in  an  amount  not  to  exceed 
$26,580,000. 

(b)  Waiver  of  Maximum  Per  Unit  Cost 
FOR  Certain  Improvement  Projects.— Not- 
withstanding the  maximum  amount  per 
unit  for  an  improvement  project  under 
2825(b)  of  title  10,  United  States  Code,  the 
Secretary  of  the  Navy  may  carry  out 
projects  to  improve  existing  military  family 
housing  units  at  the  following  installations 
in  the  number  of  units  shown,  and  in  the 
amount  shown,  for  each  installation: 

Naval  Station.  Mare  Island,  Vallejo,  Cali- 
fornia, one  hundred  units,  $5,200,000. 

Marine  Corps  Logistics  Base,  Albany. 
Georgia,  one  unit,  $33,300. 

Navy  Public  Works  Center,  Great  Lakes, 
Illinois,  two  hundred  and  ten  units. 
$9,400,000. 

Naval  Air  Station,  Brunswick,  Maine, 
forty-four  units.  $1,274,600. 

Naval  Construction  Battalion  Center, 
Gulfport,  Mississippi,  one  unit,  $28,700. 

Naval  Air  Station,  Fallon,  Nevada,  forty- 
four  units,  $1,868,500. 

Naval  Station,  New  York,  New  York,  one 
hundred  and  twenty  units,  $9,600,000. 

Naval  Air  Development  Center,  Warmin- 
ster, Pennsylvania,  six  units,  $256,800. 

Naval  Education  and  Training  Center, 
Newport,  Rhode  Island,  one  hundred  and 
eighty-six  units,  $10,200,000. 

Navy  Public  Works  Center,  Guam,  one 
unit.  $64,700. 

Navy  Public  Works  Center,  Guam,  one 
hundred  and  nine  units,  $10,360,000. 

Naval  Air  Station,  Agana.  Guam,  one  hun- 
dred units,  $9,517,000. 

Naval  Air  Station,  Agana,  Guam,  one  unit, 
$58,600. 

SEC.    2114.    ACQUISITION    OF    EXISTING    HOUSING 
UNITS  ON  GUAM 

The  Secretary  of  the  Navy  may  acquire, 
without  reimbursement,  eighty-nine  exist- 
ing family  housing  units  constructed  and 
used  by  the  Federal  Aviation  Agency  on 
land  in  Finegayan.  Guam,  held  by  the  Navy 
under  the  provisions  of  section  9  of  the 
International  Aviation  Facilities  Act  (49 
U.S.C.  1158). 


SEC.  2115.  AITHORIZATION  OF  APPROPRIATIONS. 
NAVY:  RECURRING  ADMINISTRATIVE 
PROVISIONS 

(a)  In  General.— Funds  are  hereby  au- 
thorized to  be  appropriated  for  fiscal  years 
beginning  after  September  30, 1986,  for  mili- 
tary construction,  land  acquisition,  and  mili- 
tary family  housing  functions  of  the  De- 
partment of  the  Navy  in  the  total  amount 
of  $2,161,343,000  as  follows: 

(1)  For  military  construction  projects 
inside  the  United  States  authorized  by  sec- 
tion 2111(a),  $1,082,595,000. 

(2)  For  military  construction  projects  out- 
side the  United  States  authorized  by  section 
2111(b),  $107,670,000. 

(3)  For  military  construction  projects  at 
Kings  Bay,  Georgia,  authorized  by  section 
201(a)  of  the  Military  Construction  Authori- 
zation Act,  1986,  $45,450,000. 

(4)  For  minor  construction  projects  under 
section  2805  of  title  10,  United  States  Code. 
$114,375,000. 

(5)  For  architectural  and  engineering  serv- 
ices and  construction  design  under  section 
2807  of  title  10,  United  States  Code, 
$143,770,000. 

(6)  For  advances  to  the  Secretary  of 
Transportation  for  construction  of  defense 
access  roads  under  section  210  of  title  23, 
United  States  Code,  $5,400,000. 

(7)  For  military  family  housing  func- 
tions— 

(A)  for  construction  and  acquisition  of 
military  family  housing  and  facilities, 
$176,992,000:  and 

(B)  for  support  of  military  housing  (in- 
cluding functions  described  in  section  2833 
of  title  10,  United  States  Code),  $560,591,000 
of  which  not  more  than  $5,214,100  may  be 
obligated  or  expended  for  the  leasing  of 
military  family  housing  in  the  United 
States,  the  Commonwealth  of  Puerto  Rico, 
and  Guam,  and  not  more  than  $17,244,900 
may  be  obligated  or  expended  for  the  leas- 
ing of  military  family  housing  units  in  for- 
eign countries. 

(8)(A)  Notwithstanding  the  amounts  au- 
thorized to  be  appropriated  by  paragraphs 
(l)-(6)  of  this  subsection,  the  total  amount 
authorized  to  be  appropriated  by  this  sub- 
section for  the  purposes  described  in  such 
paragraphs  is  $1,437,160,000. 

(B)  Notwithstanding  the  amount  author- 
ized to  be  appropriated  by  subparagraphs 
(A)  and  (B)  of  paragraph  (7)  of  this  subsec- 
tion, the  total  amount  authorized  by  this 
subsection  for  the  purposes  descril)ed  by 
such  subparagraphs  is  $724,183,000. 

(b)  Limitation  on  Total  Cost  of  Con- 
struction Projects  Authorized  in  Title 
II.— Notwithstanding  the  cost  variations  au- 
thorized by  section  2853  of  title  10,  United 
States  Code,  and  any  other  cost  variation 
authorized  by  law,  the  total  cost  of  all 
projects  carried  out  under  section  2111  of 
this  Act  may  not  exceed  the  total  amount 
authorized  to  be  appropriated  under  para- 
graphs (1)  and  (2)  of  subsection  (a). 

SEC.    21 1«.    EXTENSION    OF    AUTHORIZATION    FOR 
CERTAIN  FISCAL  YEAR  191*4  PROJECTS 

Notwithstanding  the  provisions  of  section 
607(a)  of  the  Military  Construction  Authori- 
zation Act,  1985  (Public  Law  98-407;  98  Stat. 
1515),  authorizations  for  the  following 
projects  authorized  in  section  201  of  that 
Act  shall  remain  in  effect  until  October  1, 
1987,  or  the  date  of  enactment  of  the  Mili- 
tary Construction  Authorization  Act  for 
fiscal  year  1988,  whichever  is  later: 

(1)  Unaccompanied  enlisted  personnel 
housing  in  the  amount  of  $10,740,000  at  the 
Marine  Corps  Air  Station.  Yuma.  Arizona. 


(2)  Antenna  support  facility  in  the 
amount  of  $320,000  at  the  Naval  Security 
Group  Activity.  Adak.  Alaska. 

(3)  Data  processing  center  in  the  amount 
of  $6,160,000  at  the  Naval  Supply  Center, 
Bremerton,  Washington. 

(4)  Unaccompanied  enlisted  personnel 
housing  in  the  amount  of  $12,130,000  at  the 
Naval  Air  Station,  Whidbey  Island,  Wash- 
ington. 

(5)  Unaccompanied  enlisted  personnel 
housing  in  the  amount  of  $6,600,000  at  the 
Naval  Station,  Mare  Island,  Vallejo,  Califor- 
nia. 

(6)  Mountain  Warfare  Training  Facility 
(Bridgeport)  in  the  amount  of  $1,480,000  for 
the  Marine  Corps  Base.  Camp  Pendleton, 
California. 

(7)  Medical /Dental  Clinic  (Bridgeport)  in 
the  amount  of  $1,410,000  for  the  Naval  Hos- 
pital, Camp  Pendleton,  California. 

(8)  Hospital  Modernization  in  the  amount 
of  $29,140,000  at  the  Naval  Hospital,  Oak- 
land, California. 

(9)  Facility  Energy  Improvements  iff  the 
amount  of  $5,770,000  at  the  Navy  Public 
Works  Center,  San  Francisco,  California. 

TITLE  III— AIR  FORCE 

SE(  .  2121.  AITHORIZED  AIR  FORCE  CONSTRUCTION 
AND  LAND  ACQUISITION  PROJECTS 

(a)  Inside  the  United  States.— The  Secre- 
tary of  the  Air  Force  may  acquire  real  prop- 
erty and  may  carry  out  military  construc- 
tion projects  in  the  amount  shown  for  each 
of  the  following  installations  and  locations 
inside  the  United  States; 

AIR  FORCE  logistics  COMMAND 

Hill  Air  Force  Base,  Utah,  $4,000,000. 
Kelly  Air  Force  Base,  Texas,  $39,000,000.^ 
McClellan    Air    Force    Base,    California. 
$19,500,000. 

Force 


Air 


Station.      Ohio. 


Newark 
$3,000,000 

Robins 
$12,955,000. 

Tinker     Air 
$17,300,000. 

Wright-Patterson 
$16,200,000. 

AIR  FORCE  SYSTEM  COMMAND 

Arnold    Air    Force    Station.    Tennessee. 
$2,800,000. 

Air     Force     Base.     California, 


Air      Force      Base,      Georgia. 


Force     Base,     Oklahoma, 
Air  Force   Base,   Ohio, 


Edwards 
$15,000,000. 

Hanscom 
$2,700,000. 

Patrick 
$2,600,000. 

air  training  COMMAND 

Chanute      Air      Force      Base. 
$11,300,000. 

Goodfellow     Air     Force     Base, 
$10,000,000. 

Lackland 
$21,500,000. 

Laughlin 
$3,700,000. 

Williams 
$4,900,000. 


Air  Force  Base,  Massachusetts. 
Air      Force      Base,      Florida, 


Illinois. 
Texas. 
Texas. 


Air      Force       Base, 


Air      Force      Base,      Texas, 
Air     Force     Base,      Arizona, 


AIR  university 

Air    Force    Station, 


Alabama. 


Gunter 
$2,900,000. 

ALASKAN  AIR  COMMAND 

Eielson  Air  Force  Base,  Alaska, 
$11,600,000. 

Galena  Airport,  Alaska.  $11,600,000. 

King  Salmon  Airport.  Alaska,  $4,050,000. 

Shemya  Air  Force  Base.  Alaska. 
$22,300,000. 
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Air   Force    Base,    Washington, 
Air   Force   Base.   New   Jersey, 


MILITARY  AIRLIPT  COMMAND 

Andrews  Air  Force  Base.  Maryland. 
$25,000,000. 

Charleston  Air  Force  Base,  South  Caroh- 
na,  $5,000,000. 

Kirtlsuid  Air  Force  Base,  New  Mexico, 
$8,700,000. 

McChord 
$6,400,000. 

McGuire 
$7,000,000. 

Pope  Air  Force  Base.  North  Carolina. 
$2,300,000. 

Travis  Air  Force  Base.  California. 
$4,700,000. 

SPACE  COMMAND 

Cape  Cod  Air  Force  Station.  Massachu- 
setts. $4,300,000. 

Falcon  Air  Force  Station.  Colorado. 
$6,400,000. 

Peterson  Air  Force  Base.  Colorado. 
$3,050,000. 

SPECIAL  PROJECT 

Various  Locations.  $37,056,000. 

STRATEGIC  AIR  COMMAND 

Beale  Air  Force  Base,  California. 
$7,516,000. 

Ellsworth  Air  Force  Base.  South  Dalcota. 
$7,650,000. 

Fairchild  Air  Force  Base.  Washington. 
$2,900,000. 

F.E.  Warren  Air  Force  Base,  Wyoming. 
$6,000,000. 

Grand  Forks  Air  Force  Base.  North 
Dakota.  $17,040,000. 

Grissom  Air  Force  Base.  Indiana. 
$3,000,000. 

La  Junta  Radar  Bomb  Scoring  Site.  Colo- 
rado. $2,150,000. 

Loring  Air  Force  Base,  Maine.  $12,200,000. 

Malmstrom  Air  Force  Base.  Montana. 
$30,770,000. 

March  Air  Force  Base.  California. 
$13,600,000. 

McConnell  Air  Force  Base.  Kansas. 
$32,760,000. 

Minot    Air 
$26,660,000. 

Offutt      Air 
$21,770,000. 

Vandenburg  Air 
$2,700,000. 

Whiteman    Air 
$9,500,000. 

Wurtsmith    Air 
$9,550,000. 

TACTICAL  AIR  COMMAND 

Base  39.  Classified  Location,  $2,300,000. 

Bergstrom  Air  Force  Base.  Texas. 
$3,390,000. 

Cannon  Air  Force  Base.  New  Mexico. 
$7,250,000. 

Davis-Monthan  Air  Force  Base,  Arizona, 
$11,100,000. 

George  Air  Force  Base.  California, 
$7,650,000. 

Holloman  Air  Force  Base,  New  Mexico. 
$14,160,000. 

Homestead  Air  Force  Base,  Florida, 
$3,400,000. 

Langley  Air  Force  Base,  Virginia, 
$8,000,000. 

Luke  Air  Force  Base.  Arizona.  $19,480,000. 

Mountain  Home  Air  Force  Base.  Idaho, 
$12,700,000. 

Myrtle  Beach  Air  Force  Base,  South  Caro- 
lina, $3,000,000. 

Nellis  Air  Force  Base.  Nevada,  $16,100,000. 

Shaw  Air  Force  Base,  South  Carolina, 
$3,700,000. 

Tyndall  Air  Force  Base,  Florida. 
$13,950,000. 


Force    Base.    North    Dakota. 
Force      Base.      Nebraska. 


Force  Base,  California, 
Force  Base,  Missouri. 
Force    Base.    Michigan. 


WESTCONUS.  $10,300,000. 

UNITED  STATES  AIR  FORCE  ACADEMY 

Air  Force  Academy,  Colorado,  $4,000,000. 

VARIOUS  LOCATIONS 

Various  Energy  Conservation  Investment 
Projects,  $9,470,000. 

(b)  Outside  the  United  States.— The  Sec- 
retary of  the  Air  Force  may  acquire  real 
property  and  may  carry  out  military  con- 
struction projects  in  the  amounts  shown  for 
each  of  the  following  installations  and  loca- 
tions outside  the  United  States: 

MILITARY  airlift  COMMAND 

Lajes  Field,  Portugal.  $15,750,000. 

PACIFIC  AIR  forces 

Kadena  Air  Base,  Japan.  $7,100,000. 
Misawa  Air  Base,  Japan,  $10,300,000. 
Kimhae  Air  Base,  Korea,  $3,050,000. 
Kunsan  Air  Base.  Korea.  $4,650,000. 
Osan  Air  Base.  Korea.  $14,350,000. 
Suwon  Air  Base,  Korea,  $3,250,000. 
Taegu  Air  Base.  Korea.  $2,350,000. 
Clark  Air  Base.  Republic  of  the  Philip- 
pines^^ $55,350,000. 
Saipan.  $5,200,000. 

SPACE  COMMAND 

Sondrestrom  Air  Base.  Greenland. 
$5,860,000. 

Thule  Air  Base.  Greenland.  $8,250,000. 

Woomera  Air  Station,  Australia. 
$2,300,000. 

TACTICAL  AIR  COMMAND 

Masirah,  Oman,  $3,500,000. 
Thumrait.  Oman.  $3,400,000. 

UNITED  STATES  AIR  FORCES  IN  EUROPE 

Hahn  Air  Base.  Germany.  $6,300,000. 

Ramstein  Air  Base.  Germany.  $31,500,000. 

Sembach  Air  Base.  Germany.  $7,100,000. 

Spangdahlem  Air  Base,  Germany, 
$6,050,000. 

Zweibrucken  Air  Base,  Germany. 
$2,750,000. 

Aviano  Air  Base.  Italy.  $4,200,000. 

San  Vito  Air  Station,  Italy.  $3,300,000. 

Woensdrecht  Air  Base,  The  Netherlands, 
$22,830,000. 

Ankara  Air  Station,  Turkey.  $3,050,000. 

Incirlik  Air  Base.  Turkey,  $9,400,000. 

Pirinclik  Air  Station,  Turkey,  $3,000,000. 

RAF      Alconbury. 
$13,350,000. 

RAF      Bentwaters. 
$3,700,000. 

RAF       Pairford. 
$2,750,000. 

RAF      Mildenhall. 
$4,700,000. 

RAP  Upper  Heyford.  United  Kingdom. 
$12,800,000. 

Morocco,  Various  Locations,  $25,400,000. 

Base  30,  Classified  Location,  $2,950,000. 

Overseas  Classified  Location.  $11,500,000. 

Various  Locations,  Europe,  $3,953,000. 

SEC  2122.  FAMILY  HOI  SIN(; 

(a)  In  General.— The  Secretary  of  the  Air 
Force  may  construct  or  acquire  family  hous- 
ing units  (including  land  acquisition)  at  the 
following  installations,  in  the  number  of 
units  shown,  and  in  the  amount  shown,  for 
each  installation: 

Bitburg  Air  Base,  Germany,  three  hun- 
dred and  thirty-two  units,  $26,415,000. 

Hahn  Air  Base.  Germany,  one  hundred 
and  fifty  uniU.  $11,300,000. 

Osan  Air  Base,  Korea,  one  unit,  $160,000. 

La  Junta  Air  Force  Station.  Colorado, 
forty  units,  $4,000,000. 

Beale  Air  Force  Base,  California,  family 
housing  maintenance  shop,  $180,000. 


United       Kingdom. 
United      Kingdom. 


United 


United 


Kingdom, 
Kingdom, 


Davis-Monthan  Air  Force  Base,  Arizona, 
family  housing  management  office, 
$300,000. 

McGuire  Air  Force  Base.  New  Jersey, 
family  housing  management  office, 
$325,000. 

Pope  Air  Force  Base,  North  Carolina, 
family  housing  management  office, 
$300,000. 

Edwards  Air  Force  Base,  California, 
twenty-four  mobile  home  spaces,  $376,000. 

(b)  Osan  Air  Base,  Korea.— Notwithstand- 
ing the  space  limitations  of  section  2826  of 
title  10,  United  States  Code,  the  Secretary 
of  the  Air  Force  may  construct  one  family 
housing  unit  at  Osan  Air  Base,  Korea,  with 
a  maximum  net  floor  area  of  3,000  square 
feet  at  a  cost  not  to  exceed  $160,000. 

SEC  2123.  I.MPROVEMENTS  TO  .MILITARY   FAMILY 
HOl'SINC;  INITS 

(a)  Amount  Authorized.— Subject  to  sec- 
tion 2825  of  title  10,  United  States  Code,  the 
Secretary  of  the  Air  Force  may  make  ex- 
penditures to  improve  existing  military 
family  housing  units,  including  energy  con- 
servation projects,  in  an  amount  not  to 
exceed  $52,644,000. 

(b)  Waiver  of  Maximum  Per  Unit  Cost 
FOR  Certain  Improvement  Projects.— Not- 
withstanding the  maximum  amount  per 
unit  for  an  improvement  project  under  sec- 
tion 2825(b)  of  title  10,  United  States  Code, 
the  Secretary  of  the  Air  Force  may  carry 
out  projects  to  improve  existing  military 
family  housing  units  at  the  following  instal- 
lations in  the  number  of  units  shown,  and  in 
the  amount  shown,  for  each  installation: 

Eielson  Air  Force  Base,  Alaska,  eighty- 
eight  units,  $6,186,000. 

Elmendorf  Air  Force  Base,  Alaska,  twelve 
units,  $760,000. 

Air  Force  Academy,  Colorado,  one  unit. 
$120,000. 

Peterson  Air  Force  Base.  Colorado,  four 
units,  $149,000. 

MacDill  Air  Force  Base,  Florida,  one  hun- 
dred and  fifty-eight  units,  $4,430,000;  seven 
units,  $553,000;  seventy-one  units, 
$2,103,000. 

Scott  Air  Force  Base,  Illinois,  one  hundred 
and  twelve  units,  $4,690,000. 

Barksdale  Air  Force  Base,  Louisiana,  one 
hundred  and  fourteen  units.  $5,342,000. 

Bangor  Air  Force  Station.  Maine,  one 
unit.  $30,000. 

Andrews  Air  Force  Base.  Maryland,  seven 
units.  $518,000. 

Pease  Air  Force  Base,  New  Hampshire, 
two  hundred  units,  $7,177,000. 

Plattsburgh  Air  Force  Base.  New  York, 
twenty-nine  units,  $2,272,000. 

Shaw  Air  Force  Base,  South  Carolina,  one 
hundred  and  twenty-five  units,  $4,385,000; 
seventy-four  units,  $2,598,000. 

Carswell  Air  Force  Base.  Texas,  two  hun- 
dred and  three  units,  $7,478,000. 

Lackland  Air  Force  Base.  Texas,  sixty-four 
units,  $1,920,000. 

Randolph  Air  Force  Base.  Texas,  five 
units.  $402,000. 

Reese  Air  Force  Base.  Texas,  one  hundred 
uniU,  $2,895,000. 

Langley  Air  Force  Base.  Virginia,  five 
units,  $441,000. 

Andersen  Air  Force  Base,  Guam,  two  hun- 
dred units,  $14,517,000. 

Kadena  Air  Base,  Japan,  one  hundred 
units,  $5,054,000;  three  units,  $240,000. 

SEC  2124.  AITHORIZATION  OF  APPROPRIATIONS. 
AIR  FORCE:  RECURRING  ADMINISTRA- 
TIVE PROVISIONS 

(a)  In  General.— Funds  are  hereby  au- 
thorized to  be  appropriated  for  fiscal  years 
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beginning  after  September  30,  1986,  for  mili- 
tary construction,  land  acquisition,  and  mili- 
tary family  housing  functions  of  the  De- 
partment of  the  Air  Force  in  the  total 
amount  of  $2,149,749,000  as  follows: 

(1)  For  military  construction  projects 
inside  the  United  States  authorized  by  sec- 
tion 2121(a).  $695,057,000. 

(2)  For  military  construction  projects  out- 
side the  United  States  authorized  by  section 
2121(b).  $321,243,000. 

(3)  For  minor  construction  projects  under 
section  2805  of  title  10,  United  States  Code, 
$210,280,000. 

(4)  For  architectural  and  engineering  serv- 
ices and  construction  design  under  section 
2807  of  title  10.  United  States  Code. 
$117,260,000. 

(5)  For  advances  to  the  SecreUry  of 
Transportation  for  construction  of  defense 
access  roads  under  section  210  of  title  23, 
United  States  Code.  $32,700,000. 

(6)  For  military  family  housing  func- 
tions— 

(A)  for  construction  and  acquisition  of 
military  family  housing  and  facilities, 
$103,000,000;  and 

(B)  for  support  of  military  housing  (in- 
cluding functions  described  in  section  2833 
of  title  10,  United  States  Code), 
$751,409,000,  of  which  not  more  than 
$5,600,000  may  be  obligated  or  expended  for 
the  leasing  of  military  family  housing  units 
in  the  United  States,  the  Commonwealth  of 
Puerto  Rico,  and  Guam,  and  not  more  than 
$74,176,000  may  be  obligated  or  expended 
for  the  leasing  of  military  family  housing 
units  in  the  foreign  countries. 

(7)(A)  Notwithstanding  the  amounts  au- 
thorized to  be  appropriated  by  paragraphs 
(l)-(5)  of  this  subsection,  the  total  amount 
authorized  to  be  appropriated  by  this  sub- 
section for  the  purposes  described  in  such 
paragraphs  is  $1,313,280,000. 

(B)  Notwithstanding  the  amounts  author- 
ized to  be  appropriated  by  subparagraphs 
(A)  and  (B)  of  paragraph  (6)  of  this  subsec- 
tion, the  total  amount  authorized  to  be  ap- 
propriated for  the  purposes  described  by 
such  subparagraphs  is  $835,409,000. 

(b)  Authorization  of  Unobligated  Funds 
roR  Energy  Conservation  Projects.— 
Funds  appropriated  to  the  Department  of 
Defense  for  fiscal  years  before  fiscal  year 
1987  which  could  be  used  for  energy  conser- 
vation projects  of  the  Department  of  the 
Air  Force  that  remain  available  for  obliga- 
tion are  hereby  authorized  to  be  made  avail- 
able, to  the  extent  provided  in  appropria- 
tion Acts,  for  energy  conservation  projects 
authorized  in  section  2121(a)  in  an  amount 
not  to  exceed  $9,470,000. 

(c)  Limitation  on  Total  Cost  of  Con- 
struction Projects  Authorized  in  Title 
III.— Notwithstanding  the  cost  variations 
authorized  by  section  2853  of  title  10. 
United  States  Code,  and  any  other  cost  vari- 
ation authorized  by  law,  the  total  cost  of  all 
projects  carried  out  under  section  2121  of 
this  Act  may  not  exceed  the  total  amount 
authorized  to  be  appropriated  under  para- 
graphs (1)  and  (2)  of  subsection  (a)  and  the 
amount  specified  in  subsection  (b). 

SEC.    2125.    EXTENSION    OF   CERTAIN    Al'THORIZA- 
TIONS 

Notwithstanding  the  provisions  of  section 
607(a)  of  the  Military  Construction  Authori- 
zation Act,  1985  (Public  Law  98-407;  98  Stat. 
1515),  authorizations  for  the  following 
projects  authorized  in  section  302  of  that 
Act  shall  remain  in  effect  until  October  1, 
1987,  or  the  date  of  enactment  of  the  Mili- 
tary Construction  Authorization  Act  for 
fiscal  year  1988,  whichever  is  later: 


(1)  Cadet  Gymnasium  in  the  amount  of 
$10,000,000  at  the  United  States  Air  Force 
Academy,  Colorado. 

(2)  GLCM— Clothing  Sales  Store  in  the 
amount  of  $300,000  at  Comiso  Air  Base. 
Italy. 

(3)  GLCM— Library  in  the  amount  of 
$570,000  at  Florennes  Air  Base,  Belgium. 

(4)  Anti-Satellite  Facilities  in  the  total 
amount  of  $16,500,000  at  Langley  Air  Force 
Base,  Virginia,  to  include:  Integrated  Main- 
tenance Facility  for  $9,870,000;  Missile  and 
Motor  Storage  Facility  for  $3,870,000;  Ad- 
ministrative Building  for  $645,000;  Hydra- 
zine Storage  for  $370,000:  Control  Center 
for  $860,000;  and  Cryogen  Storage  and  Pro- 
curement Facility  for  $955,000. 

TITLE  IV— DEFENSE  AGENCIES 

SEC.  213L  AITHORIZED  CONSTRICTION  PROJECTS 
AND  LAND  ACQl'ISITION  FOR  THE  DE- 
FENSE AGENCIES 

(a)  Inside  the  United  States.— The  Secre- 
tary of  Defense  may  acquire  real  property 
and  carry  out  military  construction  projects 
in  the  amounts  shown  for  each  of  the  fol- 
lowing installations  and  locations  inside  the 
United  States: 

defense  communications  agency 

Scott  Air  Force  Base.  Illinois,  $7,600,000. 

Pentagon,  Virginia,  $2,300,000. 

defense  language  institute 

Defense  Language  Institute,  Monterey, 
California,  $5,400,000. 

defense  logistics  agency 

Defense  Fuel  Support  Point,  Naval  Supply 
Center,  Charleston,  South  Carolina. 
$5,130,000. 

Defense  Depot.  Ogden,  Utah,  $9,780,000. 

Defense  Fuel  Support  Point,  Mukilteo, 
Washington,  $6,360,000. 

DEFENSE  MAPPING  AGENCY 

Aerospace  Center,  St.  Louis,  Missouri, 
$16,700,000. 

DEFENSE  MEDICAL  FACILITIES  OFFICE 

Edwards  Air  Force  Base.  California. 
$3,950,000. 

Pearl  Harbor,  Hawaii,  $9,700,000. 

Mountain  Home  Air  Force  Base,  Idaho, 
$30,500,000. 

Fort  Polk.  Louisiana,  $2,650,000. 

Keesler  Air  Force  Base,  Mississippi. 
$3,100,000. 

McGuire  Air  Force  Base,  New  Jersey, 
$3,800,000. 

Kirtland  Air  Force  Base,  New  Mexico. 
$16,000,000.    . 

Camp  Lejeune.  North  Carolina.  $3,900,000. 

Brooke  Army  Medical  Center,  San  Anto- 
nio. Texas,  $129,000,000. 

Fort  Hood,  Texas,  $3,450,000. 

Randolph  Air  Force  Base,  Texas, 
$13,700,000. 

DEFENSE  NUCLEAR  AGENCY 

Naval  Research  Laboratory.  Washington, 
District  of  Columbia,  $3,200,000. 

JOINT  TACTICAL  COMMAND.  CONTROL.  AND 
COMMUNICATIONS  AGENCY 

Fort  Huachucha.  Arizona,  $9,890,000. 

NATIONAL  SECURITY  AGENCY 

Fort  Meade,  Maryland,  $9,570,000. 
Classified  Location,  $3,000,000. 
Classified  Location,  $4,000,000. 

OFFICE  OF  THE  SECRETARY  OF  DEFENSE 

Classified  Location,  $3,000,000. 
Environmental  Restoration,  $6,000,000. 

STRATEGIC  DEFENSE  INITIATIVE 

Edwards  Air  Force  Base,  California, 
$4,140,000. 
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Pacific    Missile    Range. 
$2,890,000. 

(b)  Outside  the  United  States.— The  Sec- 
retary of  Defense  may  acquire  real  property 
and  may  carry  out  military  construction 
projects  in  the  amounts  shown  for  each  of 
the  following  installations  and  locations 
outside  the  United  States: 

defense  logistics  agency 
Defense  Fuel  Support  Point.  Chlmu  Wan. 

Japan.  $6,640,000. 
Defense    Fuel    Support    Point,    Tsurumi, 

Japan,  $3,520,000. 

defense  MEDICAL  FACILITIES  OFFICE 

Boeblingen,  Germany,  $3,650,000. 
Grafenwoehr,  Germany,  $3,950,000. 
Karlsruhe,  Germany,  $6,800,000. 
Vilseck.  Germany.  $5,600,000. 
Camp  New  Amsterdam.  The  Netherlands. 
$6,000,000. 

DEPARTMENT  OF  DEFENSE  DEPENDENT  SCHOOLS 

Naval  Air  Station,  Bermuda.  $4,280,000. 

Aschaffenburg,  Germany.  $6,600,000. 

Dexheim,  Germany.  $2,430,000. 

Erlangen,  Germany,  $3,220,000. 

Grafenwoehr.  Germany.  $2,500,000. 

Hahn.  Germany.  $3,470,000. 

Heidelberg,  Germany,  $3,190,000. 

Hessisch-Oldendorf,  Germany,  $2,310,000. 

Kaiserslautern,  Germany,  $7,880,000. 

Nuernberg,  Germany.  $8,580,000. 

Stuttgart,  Germany,  $4,530,000. 

Wuerzburg.  Germany,  $7,760,000. 

Woensdrecht.  The  Netherlands, 

$7,420,000. 

(c)  Various  Locations.— The  Secretary  of 
Defense  may  acquire  real  property  and  may 
carry  out  military  construction  projects  not 
otherwise  authorized  by  law  for  the  con- 
struction of  hazardous  waste  storage  facili- 
ties. 

SEC.  2132.  FAMILY  NOISING 

The  Secretary  of  Defense  may  construct 
or  acquire  three  family  housing  units  (in- 
cluding land  acquisition)  at  classified  loca- 
tions in  the  total  amount  of  $270,000. 

SEC.  213.1.  KR(M)KE  ARMY  MEDICAL  CENTER 

(a)  Authorization  to  Contract  in  Ad- 
vance OF  Appropriations.— The  Secretary  of 
Defense  may  enter  into  one  or  more  con- 
tracts, in  advance  of  appropriations  there- 
for, for  the  design  and  construction  of  the 
military  construction  project  authorized  by 
section  2131  to  be  accomplished  at  Brooke 
Army  Medical  Center,  San  Antonio,  Texas, 
if  such  contracts  limit  the  Government's  li- 
ability to  the  amount  of  funds  available  for 
obligation  at  the  time  each  contract  is  en- 
tered into.  Such  design  and  construction 
may  be  accomplished  by  using  one-step 
turn-key  selection  procedures,  or  other  com- 
petitive contracting  methods. 

(b)  Repeal  Provision.— Section  104  of  the 
Military  Construction  Authorization  Act. 
1985  (Public  Law  98-407;  98  SUt.  1498).  is 
repealed. 

SEC.  2134.  PROHIBITION  ON  DESIGN  OF  PENTAGON 
ANNEX 

None  of  the  funds  appropriated  pursuant 
to  an  authorization  contained  in  this  or  any 
other  Act  may  be  used  for  the  purpose  of 
designing  an  administrative  complex  on  the 
property  known  as  the  Pentagon  Reserva- 
tion. Arlington.  Virginia,  for  the  purpose  of 
supporting  the  headquarters  of  the  Depart- 
ment of  Defense  or  the  military  depart- 
ments or  the  support  functions  of  such 
headquarters. 
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SEC.  il35.  AlTHORIZATI4»N  OK  APPROPRIATIONS. 
DKKENSK  A(;KN(  IKS;  KKC  I  RKIMi  Al>- 
MIMSTRATIVK  PROVISIONS 

(a)  In  General.— Funds  are  hereby  au- 
thorized to  be  appropriated  for  fiscal  years 
beginning  after  September  30.  1986  for  mili- 
tary construction,  land  acquisition,  and  mili- 
tary family  housing  functions  of  the  De- 
partment of  Defense  (other  than  the  mili- 
tary departments),  in  the  total  amount  of 
$568,500,000  as  follows: 

(1)  For  military  construction  projects 
inside  the  United  Sutes  authorized  by  sec- 
tion 2131(a).  $189,710,000. 

(2)  For  military  construction  projects  out- 
side the  United  States  authorized  by  section 
2131(b).  $100,330,000. 

(3)  For  military  construction  projects  at 
Fort  Meade.  Maryland,  authorized  by  sec- 
tion 401(a)  of  the  Military  Construction  Au- 
thorization Act.  1986.  $53,700,000. 

(4)  For  military  construction  projects  at 
Fort  Lewis.  Washington,  authorized  by  sec- 
tion 101(a)  of  the  Military  Construction  Au- 
thorization Act.  1985.  $72,100,000. 

(5)  For  minor  construction  projects  under 
section  2805  of  title  10.  United  States  Code. 
$30,760,000. 

(6)  For  construction  projects  under  the 
contingency  construction  authority  of  the 
Secretary  of  Defense  under  section  2804  of 
title  10.  United  States  Code.  $5,000,000. 

(7)  For  Conforming  Storage  Facilities  at 
various  locations  authorized  by  section 
2131(c).  $21,400,000. 

(8)  For  architectural  and  engineering  serv- 
ices and  construction  design  under  section 
2807  of  title  10.  United  States  Code. 
$100,700,000. 

(9)  For  military  family  housing  func- 
tions— 

(A)  for  construction  and  acquisition  of 
military  family  housing  and  facilities. 
$270,000:  and 

(B)  for  support  of  military  housing  (in- 
cluding functions  described  in  section  2833 
of  title  10.  United  States  Code).  $17,330,000. 
of  which  not  more  than  $14,027,000  may  be 
obligated  or  expended  for  the  leasing  of 
military  family  housing  units  in  foreign 
countries. 

(10)  Notwithstanding  the  amounts  author- 
ized to  be  appropriated  by  paragraphs  (D- 
(8)  of  this  subsection  the  total  amount  au- 
thorized to  be  appropriated  by  this  subsec- 
tion for  the  purposes  described  by  such 
paragraphs  is  $550,900,000. 

(b)  Limitation  on  Total  Cost  of  Con- 
struction Projects  Authorized  in  Title 
IV.— Notwithstanding  the  cost  variations  au- 
thorized by  section  2858  of  title  10.  United 
States  Code,  and  any  other  cost  variations 
authorized  by  law.  the  total  cost  of  all 
projects  carried  out  under  section  2131  of 
this  Act  may  not  exceed  the  total  amount 
authorized  to  be  appropriated  under  para- 
graphs (1)  and  (2)  of  subsection  (a). 

SEC.  213S.  EXTENSION  OF  AITHORIZATIONS 

Notwithstanding  the  provisions  of  section 
607(a)  of  the  Military  Construction  Authori- 
zation Act.  1985  (Public  Law  98-407;  98  Stat. 
1515).  the  authorizations  for  the  construc- 
tion or  acquisition  of  6  family  housing  units 
in  section  402  of  such  Act  shall  remain  in 
effect  until  October  1.  1987.  or  the  date  of 
the    Military    Construction    Authorization 
Act  for  fiscal  year  1988.  whichever  is  later. 
TITLE  V— NORTH  ATLA.NTIC  TREATY 
ORGANIZATION  INFRASTRUCTl'RE 
SEC.  2141.  AITHORITY  Of  THE  SECRCTARY  OK  DE- 
FENSE to  .MAKE  CONTRIBITIO.NS 

The  Secretary  of  Defense  may  make  con- 
tributions for  the  North  Atlantic  Treaty  Or- 
ganization Infrastructure  Program  as  pro- 
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vided  in  section  2806  of  title  10.  United 
States  Code,  in  an  amount  not  to  exceed  the 
sum  of  the  amount  authorized  to  be  appro- 
priated for  this  purpose  in  section  2142  of 
this  Act  and  the  amount  collected  from  the 
North  Atlantic  Treaty  Organization  as  a 
result  of  projects  previously  financed  by  the 
United  States. 

SEC.   2142.   AITHORIZATIUN   OF  APPROPRIATIONS. 
NATO 

Funds  are  hereby  authorized  to  be  appro- 
priated for  fiscal  years  beginning  after  Sep- 
tember 30.  1986.  for  contributions  by  the 
Secretary  of  Defense  under  section  2806  of 
title  10.  United  States  Code,  for  the  share  of 
the  United  States  of  the  cost  of  projects  for 
the  North  Atlantic  Treaty  Organization  In- 
frastructure Program  as  authorized  by  sec- 
tion 2041  of  this  Act.  in  the  amount  of 
$239,000,000. 

TITLE  VI-GUARD  AND  RESERVE  FORCES 
FACILITIES 
SEC.   21.JI.   Al'THORIZATION   FOR  GCARD  AND   RE- 
SERVE FACILITIES 

There  are  authorized  to  be  appropriated 
for  fiscal  years  beginning  after  September 
30.  1986.  for  the  costs  of  acquisition,  archi- 
tectural and  engineering  services,  and  con- 
struction of  facilities  for  the  Guard  and  Re- 
serve Forces,  and  for  contributions  therefor, 
under  chapter  133  of  title  10.  United  States 
Code  (including  the  cost  of  acquisition  of 
land  for  those-  facilities),  the  following 
amounts: 

(1)  For  the  Department  of  the  Army— 

(A)  for  the  Army  National  Guard  of  tlie 
United  States.  $118,700,000.  and 

(B)  for  the  Army  Reserve.  $83,200,000. 

(2)  For  the  Department  of  the  Navy,  for 
the  Naval  and  Marine  Corps  Reserves. 
$43,800,000. 

(3)  For  the  Department  of  the  Air  Force— 

(A)  for  the  Air  National  Guard  of  the 
United  States.  $137,000,000.  and 

(B)  for  the  Air  Force  Reserve.  $55,400,000. 
TITLE  VII— GENERAL  PROVISIONS 

Part  A— Expiration  of  Authorizations  and 
Amounts  Required  To  Be  Specified  by  Law 
sec.  2181.  expiration  of  aithorizations  and 
a.moints  reqcired  to  be  speci- 
fied by  law 

(a)  Expiration  of  Authorizations  After 
Two  Years.— ( 1 )  Except  as  provided  in  sub- 
section (b).  all  authorizations  contained  in 
titles  I.  II.  III.  IV.  and  V  for  military  con- 
struction projects,  land  acquisition,  family 
housing  projects  and  facilities,  and  contri- 
butions to  the  NATO  Infrastructure  Pro- 
gram (and  authorizations  of  appropriations 
therefor)  shall  expire  on  October  1.  1988.  or 
the  date  of  the  enactment  of  the  Military 
Construction  Authorization  Act  for  fiscal 
year  1989.  whichever  is  later. 

(b)  Exception.— The  provisions  of  para- 
graph (1)  do  not  apply  to  authorizations  for 
military  construction  projects,  land  acquisi- 
tion, family  housing  projects  and  facilities, 
and  contributions  to  the  NATO  Infrastruc- 
ture Program  (and  authorizations  of  appro- 
priations therefor),  for  which  appropriated 
funds  have  been  obligated  before  October  1. 
1988.  or  the  date  of  the  enactment  of  the 
Military  Construction  Authorization  Act  for 
fiscal  year  1989.  whichever  is  later,  for  con- 
struction contracts,  land  acquisition,  family 
housing  projects  and  facilities,  or  contribu- 
tions to  the  NATO  Infrastructure  Program. 

SEC.  2162.  ESTABLISHMENT  OF  CERTAIN  AMOINTS 
REQCIRED  TO  BE  SPECIFIED  BY  LAW 

For  projects  or  contracts  initiated  during 
the  period  beginning  on  the  date  of  enact- 
ment of  this  Act  and  ending  on  the  date  of 
the  enactment  of  the  Military  Construction 


Authorization  Act  for  fiscal  year  1988  or  Oc- 
tober 1.  1987.  whichever  is  later,  the  follow- 
ing amounts  apply: 

(1)  The  maximum  amount  for  a  minor 
military  construction  project  under  section 
2805  of  title  10.  United  States  Code,  is 
$2,000,000. 

(2)  The  amount  of  a  contract  for  architec- 
tural and  engineering  services  or  construc- 
tion design  that  makes  such  a  contract  sub- 
ject to  the  reporting  requirement  under  sec- 
lion  2807  of  title  10,  United  States  Code,  is 
$300,000. 

(3)  The  maximum  amount  per  unit  for  an 
improvement  project  for  family  housing 
units  under  section  2825  of  title  10.  United 
States  Code,  is  $30,000. 

(4)  The  maximum  annual  rental  for  a 
family  housing  unit  leased  in  the  United 
States;  Puerto  Rico,  or  Guam  under  section 
2828(b)  of  title  10,  United  States  Code,  is 
$10,000. 

(5)(A)  The  maximum  annual  rental  for  a 
family  housing  unit  leased  in  a  foreign 
country  under  section  2828(e)(1)  of  title  10. 
United  States  Code,  is  $16,800. 

(B)  The  maximum  number  of  family  hous- 
ing units  that  may  be  leased  at  any  one  time 
in  foreign  countries  under  section  2828(e)(2) 
of  title  10,  United  States  Code,  is  34.500. 

(6)  The  maximum  rental  per  year  for 
family  housing  facilities,  or  for  real  proper- 
ty related  to  family  housing  facilities,  leased 
in  a  foreign  country  under  section  2828(f)  of 
title  10.  United  States  Code,  is  $250,000. 

Part  B— Military  Construction  Program 

Provisions 
sec.  2171.  minor  ( onstrl  (tion 

(a)  In  General.— Section  2805  of  title  10. 
United  States  Code,  is  amended— 
(Din  subsection  ( b  )— 

(A)  by  striking  out  paragraph  (1)  and  in- 
serting in  lieu  thereof  the  following: 

"(1)  A  minor  military  construction  project 
not  identified  in  the  Department  of  Defense 
annual  budget  request  for  a  fiscal  year  may 
not  be  constructed  if  the  estimated  cost  of 
such  project  exceeds  50  percent  of  the 
amount  specified  by  law  as  the  maximiim 
amount  for  a  minor  military  construction 
project  unless  the  Secretary  concerned  has 
notified  in  writing  the  appropriate  commit- 
tees of  Congress  of  that  decision,  of  the  jus- 
tification for  the  project,  and  of  the  esti- 
mated cost  of  the  project.  The  project  may 
then  be  carried  out  only  after  the  expira- 
tion of  21  days  following  the  date  on  which 
the  notification  is  received  by  the  commit- 
tees."; 

(B)  by  striking  out  paragraph  (2);  and 

(C)  by  redesignating  paragraph  (3)  as 
paragraph  (2): 

(2)  by  striking  out  subsection  (c)  and  in- 
serting in  lieu  thereof  the  following: 

••(c)  The  Secretary  concerned  may  spend 
from  funds  available  for  operation  and 
maintenance  amounts  necessary  to  carry 
out  a  minor  construction  project  costing  not 
more  than  20  percent  of  the  amount  speci- 
fied by  law  as  the  maximum  amount  for  a 
minor  military  construction  project.";  and 

(3)  by  striking  out  the  section  heading  and 
inserting  in  lieu  thereof  the  following: 

"8  2805.  Minor  coniitruction" 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  chapter  169 
of  such  title  is  amended  by  striking  out  the 
item  relating  to  section  2805  and  inserting 
in  lieu  thereof  the  following: 

"2805.  Minor  construction.". 
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SEC.  2172.  RENOVATION  OF  KAtil.lTIES 

(a)  In  General.— Chapter  169  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  of  subchapter  I  the  following 
new  section: 
"§2810.  Renovation  of  facilities 

"(a)  The  Secretary  concerned  may  carry 
out  renovation  projects  that  combine  main- 
tenance, repair,  and  minor  construction 
projects  for  an  entire  single-purpose  facility 
or  for  one  or  more  functional  areas  of  a 
multipurpose  facility.  In  carrying  out  such 
projects,  the  Secretary  concerned  may  use 
funds  available  for  operations  and  mainte- 
nance. 

"(b)  The  maximum  amount  that  may  be 
obligated  on  such  a  renovation  project  is  the 
maximum  amount  specified  by  law  for  a 
minor  construction  project. 

•(c)  The  construction  of  a  new  facility  or 
an  addition  to  an  existing  facility  may  not 
be  carried  out  under  the  authority  of  this 
section.". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  such  sub- 
chapter is  amended  by  adding  at  the  end 
the  following  new  item: 
"2810.  Renovation  of  Facilities.". 

SEC.  2)73.  TEST  PROGRAM  FOR  MILITARY  INSTAL- 
LATION MASTER  P1,ANN1N(; 

In  order  to  provide  Congress  with  infor- 
mation necessary  to  determine  the  desirabil- 
ity and  feasibility  of  using  installation 
master  plans  as  a  basis  for  determining 
long-term  military  construction  require- 
ments, the  Secretary  of  Defense  shall,  at 
the  same  time  he  submits  the  annual  re- 
quest for  military  construction  authoriza- 
tion pursuant  to  section  2859  of  title  10. 
United  States  Code,  for  fiscal  year  1988,  in- 
clude in  such  request— 

(1)  master  plans  for  at  least  two  military 
installations  of  each  military  department: 
and 

(2)  a  request  for  the  authorization  of 
those  construction  projects  included  in  the 
installation  master  plans  referred  to  in 
clause  (1)  that  are  scheduled  to  be  con- 
structed within  five  fiscal  years  after  the 
fiscal  year  in  which  the  request  is  submit- 
ted. 

SEC.  2174.  TEST  OF  LONG-TERM   FACILITIES  CON- 
TRAITS 

Paragraph  (1)  of  section  2809(a)  of  title 
10,  United  States  Code,  is  amended  to  read 
as  follows: 

"(IMA)  The  Secretary  concerned  may 
enter  into  contracts  for  the  construction, 
management,  and/or  operation  of  a  facility 
on  or  near  a  military  installation  for  the 
provision  of  an  activity  or  service  named  in 
subparagraph  (B)  if  the  Secretary  con- 
cerned has  identified  the  proposed  project 
in  the  budget  proposal  submitted  to  Con- 
gress and  has  determined  that  the  facility 
can  be  more  economically  provided  under  a 
long-term  contract  than  by  conventional 
means. 

"(B)  The  activities  and  services  referred  to 
in  subparagraph  (A)  are  as  follows: 

"(i)  Child  care  services. 

"(ii)  Potable  and  waste  water  treatment 
services. 

"(iii)  Depot  supply  activities. 

"(iv)  Troop  housing. 

"(V)  Transient  quarters. 

"(vi)  Other  logistic  and  administrative 
services,  other  than  depot  maintenance.". 

SEC.  2175.  PLANNING  AND  DESIGN 

(a)  In  General.— Section  2807  of  title  10. 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  subsection: 


"(d)  The  Secretary  of  a  military  depart- 
ment may  obtain  architectural  and  engi- 
neering services  and  carry  out  construction 
design  in  connection  with  any  military  con- 
struction project  in  any  fiscal  year  with  any 
funds  appropriated  for  such  purpose  for  any 
previous  fiscal  year  to  the  extent  that  such 
funds  are  available.". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  funds 
appropriated  for  military  construction 
projects  after  the  date  of  the  enactment  of 
Public  Law  99-103  (99  Stat.  471). 

SEC.  217*.  SPACE  LIMITATIONS  ON  OFFICER  HOl'S- 
IN(i 

Subsection  (b)  of  section  2826  of  title  10. 
United  States  Code,  is  amended  to  read  as 
follows: 

"(b)  The  applicable  maximum  net  floor 
area  prescribed  by  subsection  (a)— 

"(1)  may  be  increased  to  3,000  square  feet 
for  the  housing  unit^f— 

"(A)  an  officer  holding  a  special  command 
position  (as  designated  by  the  Secretary  of 
Defense); 

"(B)  a  general  or  flag  officer  holding  a  po- 
sition of  commander:  or 

"(C)  a  general  or  flag  officer  holding  a  key 
and  essential  staff  position  which  requires 
extensive  official  representational  duties  (as 
designated  by  the  Secretary  of  the  military 
department  concerned): 

"(2)  may  be  increased  to  2,100  square  feet 
for  the  housing  unit  of  the  commanding  of- 
ficer of  a  military  installation  in  the  pay 
grade  of  0-6  or  above:  or 

•■(3)  may  be  increased  by  10  percent  for 
the  housing  unit  of  the  senior  noncommis- 
sioned officer  of  a  military  installation,  but 
an  increase  may  not  be  made  under  this 
clause  in  the  case  of  any  housing  unit  if  an 
increase  is  made  for  such  housing  unit 
under  subsection  (c).". 

SEC.  2177.  HAZARDOl  S  WASTE  STOR.A<;E 

(a)  Authority  To  Construct.— In  order 
to  meet  the  pressing  need  for  the  storage  of 
hazardous  and  toxic  materials  and  wastes  on 
military  installations,  the  Secretary  of  De- 
fense may,  using  funds  available  for  mili- 
tary construction,  carry  out  military  con- 
struction projects  not  otherwise  authorized 
by  law  for  the  construction  of  ha2krdous 
waste  storage  facilities. 

(b)  Notification  to  Congress.- When  a 
decision  is  made  to  carry  out  a  project  under 
this  section,  the  Secretary  of  Defense  shall 
notify  in  writing  the  appropriate  commit- 
tees of  Congress  of  that  decision,  of  the  jus- 
tification for  the  project,  and  of  the  esti- 
mated cost  of  the  project.  The  project  may 
not  be  initiated  until  a  period  of  21  days  has 
elapsed  after  the  date  on  which  the  notifica- 
tion is  received  by  the  committees. 

<c)  Increase  in  Cost  of  Project.— The 
cost  of  a  hazardous  waste  storage  facility 
project  carried  out  under  this  section  may 
be  increased  by  not  more  than  25  percent  of 
the  estimated  cost  of  the  project  as  con- 
tained in  the  notification  provided  to  the 
committees  pursuant  to  subsection  (b)  if  the 
Secretary  of  Defense  determines  (A)  that 
such  an  increase  is  required  for  the  sole  pur- 
pose of  meeting  unusual  variations  in  cost, 
and  (B)  that  such  variations  in  cost  could 
not  have  been  reasonably  anticipated  at  the 
time  the  project  justification  was  originally 
submitted  to  the  committees. 

(d)  Definition.— As  used  in  this  section, 
the  term  "hazardous  waste"  includes  both 
excess  hazardous  materials  and  hazardous 
wastes  as  defined  by  applicable  laws  and 
regulations. 

(e)  Expiration  of  Authority.— A  military 
construction  project  for  the  erection  of  a 


hazardous  waste  storage  facility  may  not  be 
commenced  under  this  section  after  Septem- 
ber 30.  1991. 

SEC.  217H.  Bl  ILD-TO-LEASE  AND  RENTAL  GUARAN- 
TEE PILOT  PROGRAMS 

(a)  Rental  Guarantee  Program.— (1)  Sub- 
section (b)  of  section  802  of  the  Military 
Construction  Authorization  Act.  1984  (10 
U.S.C.  2821  note),  is  amended— 

(A)  by  striking  out  "and"  at  the  end  of 
clause  (10); 

(B)  by  striking  out  the  period  at  the  end 
of  clause  (11)  and  inserting  in  lieu  thereof  "; 
and":  and 

(C)  by  adding  at  the  end  the  following 
new  clause: 

"(12)  may  provide  in  the  agreement  for 
the  rental  of  a  child  care  center,  civic  center 
building,  and  similar  type  buildings  con- 
structed for  the  support  of  family  hous- 
ing.". 

(2)  Subsection  (h)  of  such  section  is 
amended  by  striking  out  "September  30, 
1986"  and  inserting  in  lieu  thereof  "Septem- 
ber 30.  1990". 

(3)  Subsection  (b)  of  such  section  is 
amended— 

(A)  in  paragraph  (2).  by  striking  out  "for 
operation  and  maintenance  costs  which 
shall  (if  included)  be  effective  for  the  term 
of  agreement"; 

(B)  in  paragraph  (4).  by  adding  "or.  at  the 
discretion  of  the  Secretary  of  the  military 
department  concerned,  in  compliance  with 
the  local  building  codes"  after  "specifica- 
tions": and 

(C)  in  paragraph  (5).  by  striking  out  "15 
years"  and  inserting  in  lieu  thereof  "25 
years". 

(b)  Build-To-Lease  Program.— Section 
2828(g)  of  title  10.  United  States  Code,  is 
amended— 

(1)  in  paragraph  (8)(B).  by  striking  out 
"600"  and  inserting  in  lieu  thereof    3.600"; 

(2)  in  paragraph  (9),  by  striking  out  Sep- 
tember 30.  1986"  and  inserting  in  lieu  there- 
of "September  30,  1988";  and 

(3)  by  adding  at  the  end  the  following  new 
paragraph: 

"(10)  A  contract  for  the  lease  of  famUy 
housing  under  this  subsection  may  include 
provision  for  the  lease  of  a  child  care  center, 
civic  center  building,  and  similar  type  build- 
ings constructed  for  the  support  of  family 
housing.". 

SEC  2179.  FOREIGN  LE.ASES  FOR  PERSONNEL 
HOLDING  SPECIAL  POSITIONS 

Subsection  (e)(1)  of  section  2828  of  title- 
10.  United  States  Code,  is  amended  by  strik- 
ing out  "200"  and  inserting  in  lieu  thereof 
■220". 

Part  C— Miscellaneous  Provisions 

SEC.  21H1.  RESTRICTIONS  ON  CONVERSION  OF 
HEATING  FACILITIES  AT  CNITED 
STATES  MILITARY  INSTALLATION  IN 
EIROPE 

(a)  In  GENERAL.-The  Secretary  of  a  mili- 
tary department  may  not  convert  a  heating 
facility  at  any  United  States  military  instal- 
lation in  Europe  from  a  coal-fired  facility  to 
an  oil-fired  facility,  or  to  any  other  energy 
source  facility,  unless  the  Secretary  of  the 
military  department  concerned— 

(1)  determines  that  the  conversion  (A)  is 
required  by  the  government  of  the  country 
in  which  the  facility  is  located,  or  (B)  is  life 
cycle  cost  effective:  and 

(2)  has  notified  Congress  of  the  proposed 
conversion  and  a  period  of  30  days  has 
elapsed  following  the  date  on  which  Con- 
gress received  the  notice. 

(b)  Use  of  Coal.-(1)(A)  The  Secretary  of 
Defense  shall,  in  each  case  in  which  the  Sec- 
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retary  determines  such  action  would  be  cost 
effective,  provide  for  the  use  of  coal  pro- 
duced in  the  United  States  to  operate  heat- 
ing facilities  at  military  installations  in  the 
United  States. 

(B)  The  Secretary  of  Defense  shall  take 
such  action  as  may  be  necessary  to  imple- 
ment, at  the  earliest  practicable  date  and 
with  funds  provided  for  such  purpose  by 
section  8110  of  the  Department  of  Defen.se 
Appropriations  Act,  1986  (as  contained  in 
section  101(b)  of  Public  Law  99-190;  99  Stat. 
1222).  the  program  proposed  by  the  Depart- 
ment of  Defense  in  a  letter  dated  August  30. 
1985.  from  the  Assistant  Secretary  of  De- 
fense for  Acquisition  and  Logistics  to  reha- 
bilitate and  convert  current  steam  generat- 
ing plants  at  defense  facilities  in  the  United 
States  to  coal  burning  facilities  in  order  to 
achieve  a  coal  consumption  target  of 
1,600,000  short  tons  of  coal  per  year  (includ- 
ing at  least  300,000  short  tons  of  anthracite 
coal)  above  current  consumption  levels  at 
Department  of  Defense  facilities  in  the 
United  States  by  fiscal  year  1994:  Provided 
further.  That  during  fiscal  year  1987,  the 
amount  of  anthracite  coal  purchased  by  the 
Department  shall  be  at  least  300,000  short 
tons. 

(2)  In  carrying  out  the  actions  referred  to 
In  paragraph  (1),  the  Secretary  shall  make 
maximum  use  of  private  venture  capital  and 
long-term  contracting. 

(3)  The  Secretary  shall  report  to  Congress 
not  later  than  March  1  of  each  year  on  the 
actions  taken  by  the  Secretary  in  carrying 
out  paragraph  ( 1 ). 

(c)  Repeal  of  Certain  Restrictions.— Sec- 
tions 8022  and  8070  of  the  Department  of 
Defense  Appropriations  Act,  1986  (as  con- 
tained in  section  101(b)  of  Public  Law  99- 
190:  99  Stat.  1207.  1214.  and  1222).  are  re- 
pealed. 

SEC.  2182.  BASE  t  LOS  I  RE  TASK  GROl'P 

(a)  Establishment  of  Task  Group.— The 
President  shall  establish  a  study  group  to  be 
known  as  the  "Blue  Ribbon  Task  Group  on 
Military  Base  Closures"  (hereinafter  in  this 
section  referred  to  as  the  "Task  Group"). 

(b)  Function  of  Task  Group.— It  shall  be 
the  function  of  the  Task  Group  to  study 
and  evaluate  military  installations  with  a 
view  to  determining  and  recommending 
which  installations  should  be  closed. 

(c)  Appointment  of  Members.— The  Task 
Group  shall  be  composed  of  9  members  ap- 
pointed as  follows: 

(1)  Five  members  appointed  by  the  Presi- 
dent. 

(2)  One  member  appointed  by  the  majori- 
ty leader  of  the  Senate. 

(3)  One  member  appointed  by  the  minori- 
ty leader  of  the  Senate. 

(4)  One  member  appointed  by  the  speaker 
of  the  House  of  Representatives. 

(5)  One  member  appointed  by  the  minori- 
ty leader  of  the  House  of  Representatives. 

(d)  Chairman.— The  President  shall  desig- 
nate one  of  the  members  of  the  Task  Group 
to  serve  as  Chairman. 

(e)  Quorum.— Five  members  of  the  Task 
Group  shall  constitute  a  quorum,  but  a 
lesser  number  may  hold  hearings.  The  Task 
Group  shall  meet  at  the  call  of  the  Chair- 
man. 

(f)  Vacancies.— A  vacancy  in  the  Task 
Group  shall  be  filled  in  the  manner  in 
which  the  original  appointment  was  made. 
Appointments  may  be  made  under  subsec- 
tion (c)  without  regard  to  section  5311(b)  of 
title  5,  United  States  Code.  Members  shall 
be  appointed  for  the  life  of  the  Task  Group. 

(g)  Compensation  of  Members.— Members 
of  the  Task  Group  may  each  be  paid  at  a 


rate  equal  to  the  daily  equivalent  of  the  rate 
of  basic  pay  payable  for  level  IV  of  the  Ex- 
ecutive Schedule  for  each  day  (including 
travel  time)  during  which  they  are  engaged 
in  the  actual  performance  of  the  business  of 
the  Task  Group. 

(h)  Staff.— (1)  The  Task  Group  may  ap- 
point such  staff  as  it  considers  appropriate. 
Such  personnel  shall  be  paid  at  a  rate  not  to 
exceed  the  rate  of  basic  pay  payable  for 
grade  GS-18  of  the  General  Schedule  under 
section  5332  of  title  5,  United  States  Code. 

(2)  The  Task  Group  may  procure  tempo- 
rary and  intermittent  services  under  section 
3109(b)  of  title  5.  United  States  Code. 

(3)  The  Secretary  of  Defense  may  detail 
personnel  of  the  Department  of  Defense  to 
the  Task  Group  to  assist  the  Task  Group  In 
carrying  out  its  duties  under  this  section. 

(4)  The  Secretary  of  Defense  may  provide 
the  Task  Group  such  administrative  sup- 
port services  as  the  Task  Group  may  re- 
quire. 

(i)  Report  Deadline.— Not  later  than  July 
31.  1987.  the  Task  Group  shall  submit  to  the 
President  and  to  Congress  a  report  contain- 
ing the  results  of  its  study  together  with  a 
list  of  military  installations  the  Task  Group 
recommends  be  closed.  The  report  shall  be 
prepared  and  submitted  without  any  prior 
review  or  approval  by  any  official  of  the  ex- 
ecutive branch. 

(j)  Termination  of  Task  Group.— The 
Task  Group  shall  cease  to  exist  90  days 
after  the  date  on  which  the  report  referred 
to  in  subsection  (i)  is  submitted  to  the  Presi- 
dent and  Congress. 

(k)  Authorization  of  Appropriations.— 
There  is  authorized  to  be  appropriated  for 
fiscal  years  1986  and  1987  a  total  of 
$1,000,000  to  carry  out  this  section.  Any 
amount  appropriated  under  this  subsection 
shall  remain  available  until  the  termination 
of  the  Task  Group,  except  that  no  amount 
shall  remain  available  until  the  Secretary  of 
the  Navy  (hereinafter  in  this  section  re- 
ferred to  as  the  "Secretary")  transfers  to 
the  United  States  Postal  Service  (herein- 
after in  this  section  referred  to  as  the 
"Postal  Service")  jurisdiction  over  approxi- 
mately 3.2  acres  of  land,  together  with  im- 
provements thereon,  located  in  Aiea. 
Hawaii,  and  the  Postal  Service  pays,  out  of 
any  funds  available  to  the  Postal  Service,  to 
the  Secretary  of  the  Navy  an  amount  equal 
to  the  greater  of  the  following: 

( 1 )  The  approved  fair  market  value  of  the 
property  over  which  jurisdiction  Is  to  be 
transferred  (as  determined  by  the  Secre- 
tary). 

(2)  The  cost  of  providing  to  the  Navy  fleet 
laundry  and  dry  cleaning  facilities  to  re- 
place facilities  located  on  the  land  over 
which  jurisdiction  is  to  be  transferred  pur- 
suant to  this  subsection. 

(1)  Legal  Description  of  Land.— The  exact 
acreage  and  legal  description  of  the  land 
over  which  jurisdiction  is  to  be  transferred 
under  this  section  shall  be  determined  by 
surveys  that  are  satisfactory  to  the  Secre- 
tary. The  cost  of  the  surveys  shall  be  borne 
by  the  Postal  Service. 

(m)  Additional  Terms.— (1)  The  Secretary 
may  require  such  additional  terms  and  con- 
ditions under  this  section  as  the  Secretary 
considers  appropriate  to  protect  the  interest 
of  the  Navy. 

(2)  If  the  fair  market  value  of  the  proper- 
ty over  which  jurisdiction  is  to  be  trans- 
ferred to  the  Postal  Service  under  subsec- 
tion (k)  exceeds  the  cost  of  the  replacement 
fleet  laundry  and  dry  cleaning  facilities,  the 
Secretary  shall  deposit  the  excess  into  the 
general  fund  of  the  Treasury. 
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SEC  2183.  DEVELOPMENT  OF  THE  NAVY  BROAD- 
WAY COMPLEX.  SAN  DIEGO.  CALIFOR- 
NIA 

(a)  In  General.— (1)  The  Secretary  of  the 
Navy  (hereinafter  in  this  section  referred  to 
as  the  "Secretary")  may  enter  into  long- 
term  leases  or  other  arrangements  for  the 
construction  of  office  and  other  administra- 
tive facilities  on  land  under  the  jurisdiction 
of  the  Secretary  in  San  Diego,  California, 
known  as  the  "Broadway  Complex". 

(2)  The  Broadway  Complex  shall  be  devel- 
oped in  accordance  with  detailed  plans  and 
terms  of  development  which  have  been  duly 
formulated  by  the  Navy  and  the  San  Diego 
community  through  the  San  Diego  Associa- 
tion of  Governments'  Broadway  Complex 
Coordinating  Group. 

(3)  Long-term  leases  or  other  arrange- 
ments entered  into  under  this  section  may 
provide  that  facilities  constructed  on  the 
Broadway  Complex  be  privately  owned, 
jointly  owned  by  the  Navy  and  private  de- 
velopers, or  wholly  owned  by  the  Navy. 

(4)  Demolishment  of  existing  facilities  and 
construction  of  new  facilities  on  the  Broad- 
way Complex  may  be  carried  out  in  whole 
or  in  part  at  the  expense  of  private  develop- 
ers. 

(5)  The  Secretary  may— 

(A)  lease  land  at  the  Broadway  Complex 
to  private  developers  on  a  long-term  basis; 
or 

(B)  enter  into  leases  or  other  arrange- 
ments for  provision  by  private  developers  of 
low  cost  office  facilities  for  use  by  the  Navy. 

(6)  The  Secretary  may  also  receive,  obli- 
gate, and  disburse  any  funds  received  from 
the  lease  of  Navy  land  at  the  Broadway 
Complex  for  the  construction  and  manage- 
ment of  facilities  constructed  under  this  sec- 
tion. 

(b)  Award  of  Contract.— Contracts  en- 
tered into  by  the  Secretary  under  this  sec- 
tion shall  be  awarded  through  the  use  of 
publicly  advertised,  competitively  bid,  or 
competitively  negotiated  contracting  proce- 
dures. 

(c)  Terms  of  Contracts.— ( 1 )  The  Secre- 
tary may  require  as  a  condition  for  the 
award  of  a  long-term  lease  of  land  at  the 
Broadway  Complex  that  the  Navy  be  given 
the  right  of  first  refusal  for  the  purchase  of 
any  facilities  constructed  on  the  land  by  or 
for  the  lessee. 

(2)  A  long-term  lease  or  other  arrange- 
ment entered  into  by  the  Secretary  under 
this  section  under  which  offices  or  other  fa- 
cilities are  constructed  by  a  private  develop- 
er and  leased  to  the  Navy  may  provide  for 
the  operation  and  maintenance  of  such  fa- 
cilities by  the  private  developer. 

(3)  The  Secretary  may  require  such  addi- 
tional terms  and  conditions  in  connection 
with  any  contract  or  other  arrangement  en- 
tered into  under  this  section  as  the  Secre- 
tary considers  appropriate  to  protect  the  in- 
terests of  the  United  States. 

(d)  Precondition  to  Contract.— The  Sec- 
retary may  not  enter  into  a  long-term  lease 
or  other  arrangement  under  this  section 
until— 

(Da  comprehensive  plan  for  the  proposed 
development  of  the  Broadway  Complex  has 
been  prepared  and  such  plan  clearly  demon- 
strates that  development  under  the  pro- 
posed plan  is  more  economically  advanta- 
geous to  the  United  States  than  develop- 
ment of  the  Complex  by  the  Navy  with  ap- 
propriated funds; 

(2)  a  copy  of  the  proposed  plan  has  been 
submitted  to  the  appropriate  conmiittees  of 
Congress;  and 
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(3)  a  period  of  21  days  has  elapsed  follow- 
ing the  date  on  which  the  plan  is  received 
by  the  committees  referred  to  in  clause  (2). 

SEC.  2184.  SELECTION  OF  SITE  KUK  MILITARY 
FAMILY  HOl'SINC  AT  SAN  PEDRO. 
CALIFORNIA 

(a)  In  General.— (1)  The  Secretary  of  the 
Air  Force  (hereinafter  in  this  section  re- 
ferred to  as  the  "Secretary")  shall  consider 
appropriate  sites  in  San  Pedro.  California, 
for  the  location  and  construction  of  170 
military  family  housing  units  for  members 
of  the  Air  Force  assigned  to  duty  in  the  area 
of  San  Pedro. 

(2)  The  Secretary  shall  consider  as  an  ap- 
propriate site  for  such  housing  only  land  in 
the  San  Pedro  area  in  which  the  United 
States  has  a  reversionary  interest  for  na- 
tional defense  purposes  or  land  which  would 
be  conveyed  to  the  United  States  without 
charge. 

(3)  After  the  Secretary  has  selected  one  or 
more  sites  for  such  housing,  he  shall  file  a 
final  environmental  impact  statement  as  re- 
quired under  the  National  Environmental 
Policy  Act  of  1969  (42  U.S.C.  4321  et  seq.)  on 
each  site  determined  by  the  Secretary  to  be 
appropriate  for  the  purpose  stated  in  para- 
graph (1)  Within  10  days  after  the  expira- 
tion of  the  30-day  period  referred  to  in  sec- 
tion 1506.10(b)(2)  of  title  40  of  the  Code  of 
Federal  Regulations,  the  Secretary  shall 
select  as  a  site  for  the  location  of  the  hous- 
ing units  referred  to  in  subsection  (a)  one  of 
the  sites  considered  appropriate  for  such 
purpose. 

(b)  Exercise  of  Reversionary  Right.— (1) 
If  the  land  selected  as  the  site  for  the  hous- 
ing units  is  subject  to  a  reversionary  right 
on  behalf  of  the  United  States,  the  Secre- 
tary shall  notify  the  Attorney  General  of 
the  United  States  or  other  appropriate  offi- 
cial that  the  site  selected  is  needed  for  na- 
tional defense  purposes. 

(2)  The  Attorney  General  or  other  appro- 
priate official  shall,  within  15  days  after  re- 
ceiving the  notification  referred  to  in  para- 
graph ( 1 ).  take  such  action  as  may  be  neces- 
sary to  exercise  the  reversionary  right  held 
by  the  United  States  in  the  land  selected  as 
the  site  for  the  housing. 

(3)  Within  15  days  after  the  United  States 
resumes  ownership  over  the  land,  the  Attor- 
ney General  or  other  appropriate  official 
shall  transfer  jurisdiction  of  such  land  to 
the  Secretary. 

(c)  Construction  of  Military  Family 
Housing.— The  Secretary  shall  use  any  land 
made  available  pursuant  to  this  section  as 
the  site  for  the  construction  of  the  170  mili- 
tary family  housing  units  referred  to  in  sub- 
section (a). 

SEC.  2185.  GRA.NTING  OF  EASEMKNTS  AM)  RE- 
PLACEMENT OF  FAMILY  HOISING 
INITS  AND  OTHER  FACILITIES  AT 
MARINE  CORPS  AIR  ST.ATION.  EL 
TORO.  CALIFORNIA 

(a)  Authority  To  Grant  Easements.— 
Subject  to  subsection  (b)  and  other  condi- 
tions the  Secretary  may  specify  in  the 
agreements  entered  into  for  the  purpose  of 
carrying  out  this  section,  the  Secretary  of 
the  Navy  (hereafter  in  this  section  referred 
to  as  the  "Secretary")  may  grant  to  Orange 
County,  California,  one  or  more  easements 
through  the  Marine  Corps  Air  Station.  El 
Toro.  California,  for  street,  sidewalk,  and  re- 
lated purposes. 

(b)  Mandate  To  Replace  Family  Housing 
AND  Other  Facilities.— (1)  Subject  to  sub- 
section (c),  the  Secretary  shall  provide  for 
the  replacement  of  all  family  housing  units 
and  other  facilities  that  are  to  be  demol- 
ished as  a  result  of  any  easement  granted 
under  subsection  (a). 


(2)  An  easement  granted  under  subsection 
(a)  shall  not  become  effective  until  the  Sec- 
retary determines  that— 

(A)  family  housing  units  have  been  con- 
structed to  replace  all  the  family  housing 
units  to  be  demolished  as  a  result  of  such 
easement:  and 

(B)  such  replacement  units  meet  the  ap- 
plicable requirements  specified  in  the  agree- 
ments referred  to  in  subsection  (a). 

(3)  Until  the  determination  referred  to  in 
paragraph  (2)  is  made,  the  Secretary  shall 
continue  to  use.  as  military  family  housing, 
the  housing  units  that  are  to  be  demolished 
as  a  result  of  an  easement  becoming  effec- 
tive. 

(c)  Funding.- (1)  The  Secretary  may  use 
not  more  than  $2,300,000  of  the  amount  ap- 
propriated pursuant  to  the  authorization 
contained  in  section  2115(a)(7)(A)  for  pay- 
ment in  connection  with  the  construction  of 
replacement  family  housing  units  required 
by  subsection  (b). 

(2)  The  Secretary  may  make  available 
amounts  for  the  construction  of  such  re- 
placement family  housing  units  at  the  times 
specified  in  the  agreements  referred  to  in 
subsection  (a). 

(3)  The  Secretary  may  not  make  any 
funds  available  under  this  section  for  the 
demolition  of  existing  facilities  on  the  land 
on  which  easements  are  granted  or  for  the 
replacement  of  any  facilities  other  than 
family  housing  facilities. 

SEC.  2186.  W)STAL  FACILITIES 

Sections  4779  and  9779  ox  title  10.  United 
States  Code,  are  each  amended— 

(1)  by  striking  out  subsection  (b):  and ' 

(2)  by  redesignating  subsection  (c)  as  sub- 
section (b). 

SEC.  2I8«A.  STI  l)Y  OF  NEEDS  OF  DEPENDENTS' 
EDICATIONAL  FACILITIES  ON  MILI- 
TARY INSTALLATIONS 

(A)  In  General.— The  Secretary  of  De- 
fense and  the  Secretary  of  Education  shall 
conduct  a  joint  study  for  the  purpose  of  de- 
termining the  needs  for  construction,  exten- 
sion, remodeling,  and  rehabilitation  of  de- 
pendents, educational  facilities  on  military 
installations  in  the  United  States  and  shall 
develop  a  joint  policy  to  meet  those  needs. 

(b)  Report.— (1)  Not  later  than  April  1, 
1987.  the  Secretaries  of  Defense  and  Educa- 
tion shall  submit  to  Congress  a  report  con- 
taining— 

(Da  description  of  the  needs  determined 
under  subsection  (a); 

(2)  the  joint  policy  developed  to  meet  such 
needs;  and 

(3)  any  recommendations  for  legislation 
the  Secretaries  consider  necessary  or  appro- 
priate to  meet  such  needs. 

SEC.  2186B.  MCLTIFIEL  SOCRCES  FOR  NEW  HEAT- 
IN(;  SYSTEMS  AT  MILITARY  INSTALLA- 
TIONS 

(a)  In  General.— Section  2690  of  title  10, 
United  States  Code,  is  amended  to  read  as 
follows: 

"§2690.  Multifuel  sources  for  new  heatinK  sys- 
tems 

"(a)  Except  as  provided  in  subsection  (b), 
each  new  heating  or  cogeneration  system 
which  is  installed  or  constructed  at  any  mili- 
tary installation  located  on  lands  under  the 
jurisdiction  of  a  military  department  and 
which  requires  100  million  British  thermal 
units  input  per  hour  or  more  shall  have 
multiple  fuel  capability.  The  primary  and 
secondary  fuel  capability  of  any  such 
system  shall  be  a  fuel  from  the  solid  fuel 
group  or  the  liquid  and  gas  hydrocarbon 
group  (petroleum  and  natural  gas).  The  fuel 
capability  of  a  new  heating  or  cogeneration 


system  shall  be  determined  on  the  basis  of 
life  cycle  costs  and  availability  of  fuels. 

"(b)  In  any  case  in  which  local  restrictions 
or  costs  make  the  installation  or  construc- 
tion of  solid  or  dual  fuel  equipment  infeasi- 
ble.  the  Secretary  concerned  may  waive  the 
requirement  of  subsection  (a),  but  such 
waiver  shall  not  become  effective  until  after 
the  Secretary  concerned  has  notified  the  ap- 
propriate committees  of  Congress  in  wTiting 
of  the  waiver  and  the  reasons  for  exercising 
such  waiver  authority. 

"(c)  In  this  section,  the  term  'multiple 
fuel  capability'  means  the  capability  of 
using  two  or  more  types  of  fuel.". 

(b)  Conforming  Amendment.— The  table 
of  sections  at  the  beginning  of  chapter  159 
of  such  title  is  amended  by  striking  out  the 
item  relating  to  section  2690  and  inserting 
in  lieu  thereof  the  following: 

"2690.  Multifuel  sources  for  new  heating 
systems.". 

Part  D— Real  Property  Transactions 

sec.  2187.  land  conveyance.  fort  hcachica, 

ARIZONA 

(a)  Authority  To  Convey.— The  Secre- 
tary of  the  Army  (hereinafter  in  this  section 
referred  to  as  the  "Secretary")  is  authorized 
to  convey  to  the  State  of  Arizona  all  right, 
title,  and  interest  of  the  United  States  in 
and  to  approximately  26  acres  of  land  which 
comprise  a  portion  of  Fort  Huachuca.  Arizo- 
na, and  which  border  on  State  Highway  90 
at  Fort  Huachuca.  Such  acres  are  located  in 
the  East  half  of  Township  2rSouth;  Range 
20  East,  Gila  and  Salt  River  Meridian. 

(b)  Consideration.— ( 1 )  In  consideration 
for  the  conveyance  authorized  by  subsection 
(a),  the  Stale  of  Arizona  shall  convey  to  the 
United  States  all  right,  title,  and  interest  of 
the  State  in  and  to  1.536.47  acres  of  land 
owmed  by  the  State  within  the  East  Range 
at  Fort  Huachuca  and  to  all  mineral  rights 
owned  by  the  SUte  in  12.943  acres  located 
within  the  East  Range  at  Fort  Huachuca. 
Title  to  such  land  and  mineral  rights  shall 
be  conveyed  free  and  clear  of  encumbrances 
and  third  party  interests  except  to  the 
extent  waived  by  the  Secretary. 

(2)  If  the  fair  market  value  of  the  lands 
conveyed  by  the  Secretary  under  subsection 
(a)  exceeds  the  fair  market  value  of  the 
lands  and  mineral  interests  conveyed  to  the 
United  States  under  subsection  (b).  as  deter- 
mined by  the  Secretary,  the  State  shall  pay 
the  difference  to  the  United  States.  Any 
funds  received  under  this  subsection  shall 
be  covered  into  the  general  fund  of  the 
Treasury. 

(c)  Authority  To  Sell  Additional  Acre- 
age.—(  1  )•  In  addition  to  the  acreage  author- 
ized to  be  conveyed  under  subsection  (a), 
the  Secretary  is  authorized  to  sell,  subject 
to  paragraphs  (2)  and  (3),  all  right,  title,  and 
interest  of  the  United  States  in  and  to  ap- 
proximately 203  acres  of  land  (designated 
by  the  Secretary)  comprising  a  portion  of 
Fort  Huachuca,  Arizona. 

(2)  The  sale  of  the  land  referred  to  in 
paragraph  (1)  shall  be  conducted  in  accord- 
ance with  competitive  bidding  procedures 
prescribed  in  section  2304  of  title  10,  United 
States  Code.  In  no  event  may  the  land  be 
sold  for  less  than  the  fair  market  value 
thereof.  The  fair  market  value  of  the  prop- 
erty shall  be  established  by  an  appraisal  ap- 
proved by  the  Secretary. 

(3)  If  the  fair  market  value  of  the  lands 
and  mineral  rights  conveyed  to  the  United 
States  pursuant  to  subsection  (b)  exceeds 
the  fair  market  value  of  the  lands  conveyed 
by  the  United  SUtes  pursuant  to  subsection 
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(a),  the  Secretary  may  use  the  proceeds  of 
the  sale  under  paragraph  ( 1 )  to  pay  the  dif- 
ference in  value  to  the  State  of  Arizona. 
Any  proceeds  of  the  sale  not  used  for  such 
purposes  shall  be  covered  into  the  general 
fund  of  the  Treasury. 

(d)  Legal  Description  or  Lands.— The 
exact  acreage  and  legal  descriptions  of  any 
property  conveyed  or  acquired  under  this 
section  shall  be  based  upon  surveys  which 
are  satisfactory  to  the  Secretary. 

(e)  Additional  Terms.— The  Secretary 
may  require  such  additional  terms  and  con- 
ditions in  connection  with  the  transactions 
authorized  by  this  section  as  the  Secretary 
considers  appropriate  to  protect  the  inter- 
ests of  the  United  States. 

SEC.  1188.  LAND  CONVEYANCE.  MARCH  AIR  FORCE 
BASE.  CALIFORNIA 

(a)  Authority  To  Sell.— Subject  to  sub- 
sections (b)  through  (g),  the  Secretary  of 
the  Air  Force  (hereafter  in  this  section  re- 
ferred to  as  the  "Secretary")  may  sell  all  or 
any  portion  of  a  tract  of  land  (together  with 
improvements  thereon),  comprising  a  por- 
tion of  March  Air  Force  Base,  California, 
known  as  West  March  and  consisting  of  845 
acres,  more  or  less. 

(b)  Conditions  of  Sale.— The  Secretary 
shall  require  as  a  condition  of  the  sale  of 
the  property  referred  to  in  subsection  (a) 
that  the  purchaser- 

(1)  agree  to  construct  on  Government- 
owned  land  at  March  Air  Force  Base,  at  the 
expense  of  the  purchaser,  in  accordance 
with  standards  and  specifications  prescribed 
by  the  Secretary,  a  noncommissioned  offi- 
cers professional  education  center,  a  band 
center,  and  an  addition  to.  or  an  alteration 
of.  a  combat  operations  center:  and 

(2)  submit  to  the  Secretary  a  master  plan 
for  the  development  of  the  land  referred  to 
in  subsection  (a)  that  (A)  is  consistent  (as 
determined  by  the  Secretary)  with  the  Air 
Installations  Compatible  Use  Zone  recom- 
mendations of  the  Air  Force.  (B)  is  consist- 
ent (as  determined  by  the  Secretary)  with 
the  future  plans  of  the  Air  Force  for  March 
Air  Force  Base  and  the  plan  for  develop- 
ment of  Air  Force  Village  West;  and  (C)  is 
acceptable  to  the  appropriate  local  govern- 
ment officials  of  the  city  and  county  of  Riv- 
erside, California. 

(c)  Competitive  Bid  Requirement;  Mini- 
mum Sale  Price.— (1)  The  sale  of  any  of  the 
land  referred  to  in  subsection  (a)  shall  be 
carried  out  under  competitive  contracting 
procedures. 

(2)  In  no  event  may  property  referred  to 
in  subsection  (a)  be  sold  for  less  than  fair 
market  value  of  such  property.  The  value  of 
the  property  to  be  conveyed  and  the  consid- 
eration to  be  received  shall  be  determined 
by  appraisals  approved  by  the  Secretary. 
Such  appraisals  may.  in  the  Secretary's  dis- 
cretion, be  paid  for  from  any  deposit  made 
by  the  prospective  purchaser  or  be  reim- 
bursed out  of  such  deposit  to  the  fund  avail- 
able for  such  purposes  in  the  fiscal  year  re- 
imbursement is  made.  Any  portion  of  the 
deposit  used  to  fund  or  reimburse  the  cost 
of  appraisals  shall  be  nonrefundable. 

(d)  Report  Requirements.— (1)  The  Secre- 
tary may  not  enter  into  any  contract  for  the 
sale  of  any  or  all  of  the  land  referred  to  in 
subsection  (a)  unless— 

(A)  the  Secretary  has  submitted  a  report 
to  the  appropriate  committees  of  Congress 
containing  the  information  required  in  sec- 
tion 2667a(b)  of  title  10.  United  States  Code: 
and 

(B)  a  period  of  21  days  has  expired  follow- 
ing the  date  on  which  the  report  referred  to 


in  such  section  is  received  by  those  commit- 
tees. 

(2)  Any  report  submitted  under  paragraph 
(1)  shall  include— 

(A)  a  description  of  the  price  and  terms 
agreed  to  with  the  successful  bidder;  and 

(B)  a  description  of  the  procedures  used  in 
selecting  a  buyer  for  the  land. 

(e)  Use  or  Excess  Funds.— If  the  fair 
market  value  of  the  property  to  be  conveyed 
to  a  purchaser  is  greater  than  the  fair 
market  value  of  the  facilities  to  be  con- 
structed by  the  purchaser  for  the  United 
States,  the  difference  in  cash  shall  be  depos- 
ited into  the  general  fund  of  the  Treasury. 

(f)  Legal  Description  of  Land.— The 
exact  acreage  and  legal  description  of  the 
land  to  be  conveyed  under  this  section  shall 
be  determined  by  surveys  approved  by  the 
Secretary.  Such  surveys  shall  be  provided 
by  the  purchaser  or  paid  for  by  the  Secre- 
tary from  a  deposit  made  by  the  prospective 
purchaser  at  the  time  of  award.  Any  portion 
of  the  deposit  used  for  surveys  shall  be  non- 
refundable. 

(g)  Additional  Terms.— The  Secretary 
may  require  such  additional  terms  and  con- 
ditions in  connection  with  any  transaction 
authorized  by  this  section  as  the  Secretary 
considers  appropriate  to  protect  the  inter- 
ests of  the  United  States. 

(h)  Additional  Authority.— The  military 
construction  authorized  under  this  section 
is  in  addition  to  any  other  construction  au- 
thorized by  law. 

SEC.  2IH9.  LAND  EXCHANCE.  L()N(;  BEACH  NAVAL 
ST.ATION.  CALIFORNIA 

(a)  Authority  To  Exchange.— Subject  to 
subsections  (b)  through  (d).  the  Secretary 
of  the  Navy  may  exchange  approximately 
16  acres  of  real  property  (and  improvements 
thereon)  adjacent  to  Admiral  Kidd  Park 
which  constitute  a  portion  of  the  Long 
Beach  Naval  Station.  California,  to  the  city 
of  Long  Beach,  California,  in  exchange  for 
real  property  (and  improvements  thereon) 
located  on  Hill  Street,  between  Webster 
Avenue  and  the  Terminal  Island  Freeway, 
in  Long  Beach,  California. 

(b)  Condition.— If  the  fair  market  value 
of  the  real  property  and  improvements  con- 
veyed to  the  city  under  subsection  (a)  ex- 
ceeds the  fair  market  value  of  the  real  prop- 
erty and  improvements  conveyed  to  the 
United  States,  the  city  shall  pay  the  differ- 
ence to  the  United  States,  and  the  Secretary 
shall  deposit  any  funds  received  under  this 
subsection  into  the  general  fund  of  the 
Treasury. 

(c)  Legal  Description  of  Land.— The 
exact  acreage  and  legal  description  of  the 
real  property  exchanged  under  this  section 
shall  be  in  accordance  with  surveys  that  are 
satisfactory  to  the  Secretary.  The  cost  of 
such  surveys  shall  be  borne  by  the  city  of 
Long  Beach. 

(d)  Additional  Terms.— The  Secretary 
may  require  such  additional  terms  and  con- 
ditions under  this  section  as  the  Secretary 
considers  appropriate  to  protect  the  inter- 
ests of  the  United  States. 

SEC.  2190.  LAND  CONVEYANCE.  WHITTIER  NAR- 
ROWS DAM.  LOS  ANCELES  COl'NTY. 
CALIFORNIA 

(a)  Authority  To  Sell  or  Exchange 
Land.— The  Secretary  of  the  Army  (hereaf- 
ter in  this  section  referred  to  as  the  "Secre- 
tary") is  authorized  to  sell  or  exchange  ap- 
proximately 7.44  acres  of  land  within  the 
Whittier  Narrows  Flood  Control  Basin  and 
located  north  of  Rush  Street  and  east  of 
Walnut  Grove  Avenue  in  Los  Angeles 
County.  California. 


(b)  Sale  or  Exchange  Requirement.— In 
no  event  may  the  land  described  in  subsec- 
tion (a)  and  more  fully  described  in  subsec- 
tion (e)  be  sold  or  exchanged  for  less  than 
the  fair  market  value  thereof. 

(c)  Consideration.— In  consideration  for 
the  sale  or  exchange  authorized  in  subsec- 
tion (a),  the  Secretary  may  accept  cash  or 
may  accept  land  in  the  Los  Angeles  area,  or 
both. 

(d)  Proceeds  of  Sale.— Any  funds  received 
by  the  Secretary  under  this  section  shall  be 
deposited  into  the  general  fund  of  the 
Treasury. 

(e)  Legal  Description  of  Land.— The  real 
property  referred  to  in  subsection  (a)  is  a 
tract  of  land  containing  approximately  7.44 
acres,  more  or  less,  located  on  Whittier  Nar- 
rows Flood  Control  Basin,  Los  Angeles 
County,  California.  The  property  comprises 
those  portions  of  Lot  A  of  Tract  No.  3260,  as 
per  the  map  recorded  in  Book  34  of  Maps, 
page  21,  in  the  office  of  the  Los  Angeles 
County  Recorder  and  that  portion  of  Lots 
27  and  28  of  Tract  No.  830,  as  per  the  map 
recorded  in  Book  16  of  Maps,  page  117,  in 
the  office  of  the  County  Recorder  and  more 
particularly  described  as  follows: 

Beginning  at  the  Southeast 
comer  of  such  Lot  A: 
thence  along  the  south  line 
of  such  lot  North  89"  50' 
27'  West  (northerly  line  of 
Rush  Avenue)  184.93  feet: 
thence  North  17°  25'  47" 
East  439.37  feet;  thence 
North  36°  48'  56'  East 
366.03  feet:  thence  South  0* 
04'  01-  East  868.23  feet 
more  or  less  to  the  norther- 
ly line  of  Rush  Avenue: 
thence  westerly  along  the 
north  line  of  Rush  Avenue 
to  the  point  of  beginning. 

(f)  Reservations.— ( 1 )  The  land  shall  be 
conveyed  subject  to  a  perpetual  flowage 
easement  in  favor  of  the  United  States. 

(2)  The  Secretary  shall  convey  the  land 
subject  to  an  agreement  by  the  purchaser  to 
permit  the  County  of  Los  Angeles  to  utilize 
the  conveyed  premises  for  the  parking  of 
automobiles  in  connection  with  recreation 
activities  at  Whittier  Narrows  Golf  Course 
on  weekends,  holidays,  and  on  such  other 
days  as  may  be  specified  from  time  to  time 
by  the  Secretary. 

(g)  Additional  Terms.— The  Secretary 
may  require  such  additional  terms  and  con- 
ditions with  respect  to  the  conveyance  as 
the  Secretary  considers  appropriate  to  pro- 
tect the  interests  of  the  United  States. 

SEC.    2191.     LAND     EXCHANGE.    SA.NTA     FE,    NEW 
MEXICO 

(a)  Authority  To  Convey.— (1)  Subject  to 
subsections  (b)  through  (f),  the  Secretary  of 
the  Army  (hereinafter  in  this  section  re- 
ferred to  as  the  "Secretary")  is  authorized 
to  make  the  conveyances  described  in  para- 
graphs (2)  and  (3). 

(2)  The  Secretary  is  authorized  to  convey 
to  the  city  of  Santa  Fe,  New  Mexico  (herein- 
after in  this  section  referred  to  as  the 
"City"),  all  right,  title,  and  interest  of  the 
United  States  in  and  to  the  southernmost 
27.88  acres,  more  or  less,  of  the  parcel  of 
land  conveyed  to  the  State  of  New  Mexico 
in  accordance  with  the  Act  of  June  19.  1956 
(70  SUt.  296).  Such  27.88  acre  parcel  is  cur- 
rently being  leased  to  the  City  as  a  public 
park. 

(3)  The  Secretary  is  also  authorized  to 
convey  to  the  New  Mexico  State  Armory 
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Board  (hereinafter  in  this  section  referred 
to  as  the  "Board"),  all  right,  title,  and  inter- 
est of  the  United  States  in  and  to  the  north- 
eriunost  21.61  acres,  more  or  less,  of  the 
parcel  of  land  conveyed  to  the  State  of  New- 
Mexico  in  accordance  with  the  Act  of  June 
19,  1956  (70  Stat.  296).  Such  21.61  acre 
parcel  currently  comprises  the  State  head- 
quarters and  other  facilities  of  the  New 
Mexico  National  Guard. 

(b)  Conditions.— The  lands  conveyed  by 
the  Secretary  under  subsection  (a)  shall  be 
subject  to  the  following  conditions: 

( 1 )  That  the  City  shall,  in  accordance  with 
the  agreement  entered  into  under  subsec- 
tion (d),  provide  to  the  Board  a  site  of  not 
less  than  250  acres  determined  by  the  Board 
to  be  acceptable  for  the  construction  of — 

(A)  an  armory  for  all  New  Mexico  Nation- 
al Guard  units  located  in  Santa  Pe.  New 
Mexico; 

(B)  an  organizational  maintenance  shop; 

(C)  a  United  States  property  and  fiscal 
office  building  and  warehouse; 

(D)  a  headquarters  complex  for  the  New- 
Mexico  National  Guard; 

(E)  a  local  training  area  for  the  New- 
Mexico  National  Guard  units; 

(F)  a  complex  for  the  New  Mexico  Army 
National  Guard  officer  candidate  school  and 
noncommissioned  officer  academy;  and 

(G)  additional  facilities  specified  by  the 
National  Guard  Bureau  or  the  New  Mexico 
State  Armory  Board. 

(2)  That  the  Board  shall  use  the  land  pro- 
vided to  it  by  the  City  pursuant  to  para- 
graph (1)  for  the  training  and  support  of 
the  National  Guard  of  New  Mexico,  and  for 
other  military  purposes,  and  that  if  the  site 
ever  ceases  to  be  used  for  such  purposes,  all 
right,  title,  and  interest  in  and  to  such  prop- 
erty shall  revert  to  and  become  the  property 
of  the  United  States  which  shall  have  the 
immediate  right  of  entry  thereon. 

(c)  Mineral  Rights.— The  conveyances 
made  by  the  Secretary  under  subsection  (a) 
shall  reserve  all  mineral  rights,  including  oil 
and  gas,  to  the  United  States  in  accordance 
with  the  Act  of  June  19,  1956  (70  Stat.  296). 

(d)  General  Authority.— In  order  to  im- 
plement the  land  exchange  authorized  by 
this  section,  the  Secretary  is  authorized  to 
enter  into  agreements  with  the  City,  the 
Board,  and  such  other  parties  the  Secretary 
determines  are  necessary  to  effectuate  the 
purpose  of  this  section. 

(e)  Legal  Description  of  Lands.— The 
exact  acreage  and  legal  description  of  the 
site  provided  by  the  City  to  the  Board  in  ac- 
cordance with  subsection  (b)  shall  be  deter- 
mined by  surveys  that  are  satisfactory  to 
the  Secretary.  The  cost  of  any  such  surveys 
shall  be  borne  by  the  City  or  the  Board. 

(f)  Additional  Terms  and  Conditions.— 
The  Secretary  may  require  such  other 
terms  and  conditions  with  respect  to  the 
transaction  authorized  by  this  section  as  the 
Secretary  considers  appropriate  to  protect 
the  interests  of  the  United  States. 

SEC.  2192.  COMMl'NITY  PLANNING  ASSISTANCE 

The  Secretary  of  Defense  may  use  funds 
appropriated  to  the  Department  of  Defense 
for  fiscal  year  1987  to  provide  planning  as- 
sistance to  local  communities  if  the  Secre- 
tary determines  that  the  financial  resources 
available  to  the  community  (by  grant  or 
otherwise)  are  inadequate.  The  Secretary 
may  use  such  funds  to  assist  communities 
located  near  homeports  proposed  under  the 
Naval  Strategic  Dispersal  Program  at  Ingle- 
side,  Texas,  and  other  Gulf  Coast  sites.  For 
fiscal  year  1987,  not  to  exceed  $200,000  may 
be  used  for  this  purpose  at  Gulf  Coast  sites. 


SEC.  2193.  RELEASE  OK  CERTAIN  ISE  RIGHTS  HELD 
BY  THE  I  NITEn  STATES 

(a)  In  General.— The  Administrator  of 
General  Services  shall  release  to  the  Virgin- 
ia Port  Authority,  an  instrumentality  of  the 
Commonwealth  of  Virginia,  all  residuary 
rights  of  use  held  by  the  United  States  in 
three  warehouses  located  in  the  city  of  Nor- 
folk, Virginia,  within  the  area  operated  as  a 
public  port  facility  and  known  as  the  Nor- 
folk International  Terminals. 

(b)  Time  Limitation;  Compensation.— The 
Administrator  of  General  Services  shall  exe- 
cute such  documents  and  take  such  other 
actions  as  may  be  necessary  to  release, 
within  180  days  after  the  date  of  the  enact- 
ment of  this  Act,  the  rights  referred  to  in 
subsection  (a).  The  release  shall  be  made 
without  any  compensation  in  addition  to 
compensation  paid  to  the  United  States  for 
such  warehouses  and  other  facilities  by  the 
city  of  Norfolk,  Virginia,  in  1968. 

SEC.  2194.  LEASE  OF  PROPERTY  AT  THE  NAVAL 
WEAPONS  STATION.  CHARLESTON. 
SOITH  CAROLINA 

(a)  In  General.— The  Secretary  of  the 
Navy  is  authorized  to  lease  to  the  South 
Carolina  Ports  Authority  approximately  118 
acres  of  land,  together  with  improvements 
thereon,  at  the  Naval  Weapons  Station. 
Charleston,  South  Carolina. 

(b)  Term  of  Lease.— The  lease  entered 
into  under  subsection  (a)  may  be  for  such 
term  as  the  Secretary  determines  appropri- 
ate, but  in  no  event  to  exceed  25  years. 

(c)  Consideration.— In  addition  to  the  fair 
rental  value  to  be  paid  by  the  South  Caroli- 
na Ports  Authority  for  the  premises  leased 
pursuant  to  this  section,  such  Authority 
shall  pay  for  the  cost  of  replacing  certain 
facilities  on  the  leased  premises.  The  re- 
placement facilities  shall  be  constructed  in  a 
manner  and  at  a  site  determined  by  the  Sec- 
retary. 

(d)  Authority  To  Demolish  and  Con- 
struct Facilities.— The  Secretary  may, 
under  the  terms  of  the  lease,  authorize  the 
South  Carolina  Ports  Authority  to  demolish 
existing  facilities  on  the  leased  land  and  to 
construct  new  facilities  on  such  land  for  the 
use  of  such  Authority. 

DIVISION  C— DEPARTME.VT  OF  ENERGY  NA- 
TIONAL SECURITY  AND  MILITARY  APPLI- 
CATIONS OF  NUCLEAR  ENERGY  AUTHORI- 
ZATION 

SEC.  3101.  SHORT  TITLE 

This  division  may  be  cited  as  the  'Nation- 
al Security  Programs  Authorization  Act  for 
Fiscal  Year  1987". 

TITLE  I-NATIONAL  SECURITY 
PROGRAMS 
SEC.  3111.  OPERATING  EXPENSES 

Funds  are  authorized  to  be  appropriated 
to  the  Department  of  Energy  for  fiscal  year 
1987  for  operating  expenses  incurred  in  car- 
rying out  national  security  programs  (in- 
cluding scientific  research  and  development 
in  support  of  the  Armed  Forces,  strategic 
and  critical  materials  necessary  for  the 
common  defense,  and  military  applications 
of  nuclear  energy  and  related  management 
and  support  activities)  as  follows: 

(1)  For  weapons  activities,  $3,603,379,000. 

(2)  For  materials  production. 
$1,563,390,000. 

(3)  For  defense  waste  and  byproducts 
management,  $455,050,000. 

(4)  For  verification  and  control  technolo- 
gy, $95,500,000. 

(5)  For  nuclear  safeguards  and  security, 
$61,100,000. 

(6)  For  security  investigations, 
$33,300,000. 


(7)  For  naval  reactors  development. 
$509,800,000. 

SEC.  3112.  PLANT  AND  CAPITAL  EQIIPMENT 

Funds  are  authorized  to  be  appropriated 
to  the  Department  of  Energy  for  fiscal  year 
1987  for  plant  and  capital  equipment  (in- 
cluding planning,  construction,  acquisition, 
and  modification  of  facilities,  land  acquisi- 
tion related  thereto,  and  acquisition  and 
fabrication  of  capital  equipment  not  related 
to  construction)  necessary  for  national  secu- 
rity programs  as  follows: 
( 1 )  For  weapons  activities: 
Project  87-D-lOl,  general  plant  projects, 
various  locations.  $29,000,000. 

Project  87-D-121.  general  plant  projects, 
various  locations,  $32,000,000. 

Project  87-D-104.  safeguards  and  security 
enhancements,  phase  II,  Lawrence  Liver- 
more  National  Laboratory.  Livermore.  Cali- 
fornia. $2,000,000. 

Project  87-D-123,  protective  clothing  de- 
contamination facility.  Rocky  Flats  Plant, 
Golden.  Colorado,  $500,000. 

Project  87-D-130,  receiving  and  shipping 
facility.  Pinellas  Plant,  Saint  Petersburg, 
Florida,  $300,000. 

Project  86-D-103,  decontamination  and 
waste  treatment  facility.  LawTcnce  Liver- 
more  National  Laboratory.  Livermore.  Cali- 
fornia. $0,  for  a  total  project  authorization 
of  $3,700,000. 

Project  86-D-104.  strategic  defense  facili- 
ty, Sandia  National  Laboratories.  Albuquer- 
que, New  Mexico.  $13,000,000.  for  a  total 
project  authorization  of  $17,000,000. 

Project  86-D-105,  instrumentation  sys- 
tems laboratory,  Sandia  National  Laborato- 
ries, Albuquerque.  New  Mexico.  $5,800,000, 
for  a  total  project  authorization  of 
$12,000,000. 

Project  86-D-106,  laboratory  daU  commu- 
nications center,  Los  Alamos  National  Labo- 
ratory. Los  Alamos,  New  Mexico, 
$12,000,000,  for  a  total  project  authorization 
of  $15,000,000. 

Project  86-D-122.  structural  upgrade  of 
existing  plutonium  facilities.  Rocky  Flats 
Plant,  Golden,  Colorado.  $0,  for  a  total 
project  authorization  of  $3,000,000. 

Project  86-D-123.  environmental  hazards 
elimination,  various  locations,  $0.  for  a  total 
project  authorization  of  $8,700,000. 

Project  86-D-124.  safeguards  and  site  se- 
curity upgrading,  phase  II.  Mound  Plant. 
Miamisburg,  Ohio.  $1,880,000.  for  a  total 
project  authorization  of  $4,880,000. 

Project  86-D-125.  safeguards  and  site  se- 
curity upgrade,  phase  11.  Pantex  Plant. 
Amarillo.  Texas.  $8,410,000.  for  a  total 
project  authorization  of  $9,910,000. 

Project  86-D-130.  Tritium  loading  facility 
replacement.  Savannah  River  Plant.  Aiken. 
South  Carolina.  $29,700,000.  for  a  total 
project  authorization  of  $34,700,000. 

Project  85-D-102.  nuclear  weapons  re- 
search, development,  and  testing  facilities 
revitalization.  phase  I.  various  locations. 
$29,950,000.  for  a  total  project  authorization 
of  $130,750,000. 

Project  85-D-103.  safeguards  and  security 
enhancements.  Lawrence  Livermore  Nation- 
al Laboratory  and  Sandia  National  Labora- 
tories. Livermore.  California.  $6,500,000.  for 
a  total  project  authorization  of  $27,600,000. 
Project  85-D-105.  combined  device  assem- 
bly facility.  Nevada  Test  Site.  Las  Vegas. 
Nevada.  $9,400,000.  for  a  total  project  au- 
thorization of  $24,000,000. 

Project  85-D-106.  hardened  engineering 
test  building.  Lawrence  Livermore  National 
Laboratory.  Livermore.  California.  $330,000. 


23994 


CONGRESSIONAL  RECORD— HOUSE 


September  18,  1986 


for     a     total     project     authorization     of 
$3,030,000. 

Project  85-D-112.  enriched  uranium  recov- 
ery Improvements.  Y-12  Plant.  Oak  Ridge. 
Tennessee.  $19,000,000.  for  a  total  project 
authorization  of  $38,800,000. 

Project  85-D-n3.  powerplant  and  steam 
distribution  system.  Pantex  Plant.  Amarillo. 
Texas.  $1,790,000.  for  a  total  project  author- 
ization of  $24,790,000. 

Project  85-D-115.  renovate  plutonium 
building  utility  systems.  Rocky  Flats  Plant. 
Golden,  Colorado.  $13,440,000.  for  a  total 
project  authorization  of  $34,040,000. 

Project  85-D-121.  air  and  water  pollution 
control  facilities.  Y-12  Plant.  Oak  Ridge. 
Tennessee.  $0.  for  a  total  project  authoriza- 
tion of  $19,000,000. 

Project  85-D-125.  tactical  bomb  produc- 
tion facilities,  various  locations.  $12,800,000. 
for  a  total  project  authorization  of 
$28,800,000. 

Project  84-D-102.  radiation-hardened  inte- 
grated circuit  laboratory.  Sandia  National 
Laboratories.  Albuquerque.  New  Mexico. 
$3,000,000.  for  a  total  project  authorization 
of  $40,500,000. 

Project  84-D-107.  nuclear  testing  facilities 
revitalization.  various  locations.  $13,300,000. 
for  a  total  project  authorization  of 
$79,240,000. 

Project  84-D-112.  Trident  II  warhead  pro- 
duction facilities.  various  locations. 
$14,500,000.  for  a  total  project  authorization 
of  $155,200,000. 

Project  84-D-113.  Antisubmarine  War- 
fare/Standoff Weapon  Warhead  production 
facilities,  various  locations.  $0.  and  not  more 
than  $5,000,000  of  the  funds  authorized  for 
such  project  in  fiscal  year  1986  may  be  obli- 
gated or  expended  for  such  project,  for  a 
total  project  authorization  of  $5,000,000. 

Project  84-D-124.  environmental  improve- 
ments, Y-12  Plant.  Oak  Ridge.  Tennessee. 
$0.  for  a  total  project  authorization  of 
$29,000,000. 

Project  84-D-211.  safeguards  and  site  se- 
curity upgrading,  Y-12  Plant.  Oak  Ridge. 
Tennessee,  $27,220,000.  for  a  total  project 
authorization  of  $50,220,000. 

Project  82-D-107.  utilities  and  equipment 
restoration,  replacement,  and  upgrade, 
phase  III.  various  locations,  $97,904,000.  for 
a  total  project  authorization  of  $838,304,000. 

Project  82-D- 144.  simulation  technology 
laboratory.  Sandia  National  Laboratories. 
Albuquerque.  New  Mexico.  $6,000,000.  for  a 
total  project  authorization  of  $40,000,000. 

(2)  For  materials  production: 

Project  87-D-146,  general  plant  projects, 
various  locations.  $35,980,000. 

Project  87-E>-149.  reduced  chemical  dis- 
charges to  process  sewers.  Richland.  Wash- 
ington. $3,150,000. 

Project  87-D-159.  environmental,  health, 
and  safety  improvements,  phase  I.  Feed  Ma- 
terials Production  Center.  Fernald.  Ohio. 
$10,000,000. 

Project  86-D-149.  productivity  retention 
program,  phases  I  and  II,  various  locations. 
$71,625,000.  for  a  total  project  authorization 
of  $95,825,000. 

Project  86-D-150.  in-core  neutron  moni- 
toring system.  N  reactor.  Richland.  Wash- 
ington, $2,760,000,  for  a  toUl  project  au- 
thorization of  $7,220,000. 

Project  86-D-151.  PUREX  electrical 
system  upgrade,  Richland.  Washington. 
$3,780,000.  for  a  total  project  authorization 
of  $6,280,000. 

Project  86-D-152.  reactor  electrical  distri- 
bution system.  Savannah  River.  South 
Carolina.  $8,410,000.  for  a  total  project  au- 
thorization of  $10,410,000. 


Project  86-D-153,  additional  line  III  fur- 
nace. Savannah  River.  South  Carolina. 
$7,605,000.  for  a  total  project  authorization 
of  $9,105,000. 

Project  86-D-154.  effluent  treatment  facil- 
ity. Savannah  River,  South  Carolina,  $0,  for 
a  total  project  authorization  of  $2,500,000. 

Project  86-D-156.  plantwide  safeguards 
systems.  Savannah  River.  South  Carolina. 
$13,610,000.  for  a  total  project  authorization 
of  $16,610,000. 

Project  86-D-157.  hydrofluorination 
system— FB-line.  Savannah  River.  South 
Carolina.  $2,310,000.  for  a  total  project  au- 
thorization of  $4,510,000. 

Project  85-D-139.  fuel  processing  restora- 
tion. Idaho  Fuels  Processing  Facility.  Idaho 
National  Engineering  Laboratory  (INEL). 
Idaho.  $36,530,000.  for  a  total  project  au- 
thorization of  $58,530,000. 

Project  85-D-140.  productivity  and  radio- 
logical improvements.  Feed  Materials  Pro- 
duction Center.  Fernald.  Ohio.  $23,500,000. 
for  a  total  project  authorization  of 
$41,500,000. 

Project  85-D-145.  fuel  production  facility. 
Savannah  River.  South  Carolina, 
$33,500,000.  for  a  total  project  authorization 
of  $59,300,000. 

Project  84-D-134.  safeguards  and  security 
improvements,  plantwide.  Savannah  River. 
South  Carolina.  $7,515,000.  for  a  total 
project  authorization  of  $34,415,000. 

Project  84-D-135.  process  facility  modifi- 
cations. Richland.  Washington.  $34,475,000. 
for  a  total  project  authorization  of 
$66,975,000. 

Project  84-D-136,  enriched  uranium  con- 
version facility  modifications.  Y-12  Plant. 
Oak  Ridge.  Tennessee.  $1,000,000.  for  a  total 
project  authorization  of  $20,600,000. 

Project  82-D-124.  restoration  of  produc- 
tion capabilities,  phases  II,  III,  IV.  and  V. 
various  locations.  $3,511,000.  for  a  total 
project  authorization  of  $352,045,000. 

(3)  For  defense  waste  and  byproducts 
management: 

Project  87-D-171.  general  plant  projects, 
interim  waste  operations  and  long-term 
waste  management  technology,  various  loca- 
tions. $26,535,000. 

Project  87-D-172.  WESP  K-3  filter  up- 
grade. Richland.  Washington.  $500,000. 

Project  87-D-173.  242-A  evaporator  crys- 
tallizer  upgrade.  Richland.  Washington. 
$2,800,000. 

Project  87-D-174.  241-AQ  tank  farm. 
Richland.  Washington.  $2,100,000. 

Project  87-D-175.  steam  system  rehabili- 
tation, phase  I.  Richland.  Washington. 
$900,000. 

Project  87-D-177.  test  reactor  area  liquid 
radioactive  waste  cleanup  system,  phase  III. 
Idaho  National  Engineering  Laboratory 
(INEL).  Idaho.  $700,000. 

Project  87-D-180,  burial  ground  expan- 
sion. Savannah  River.  South  Carolina. 
$6,300,000. 

Project  87-D-I81.  diversion  box  and  pump 
pit  containment  buildings.  Savannah  River, 
South  Carolina,  $1,360,000. 

Project  86-D-172,  B-plant  F-filter,  Rich- 
land, Washington.  $2,949,000.  for  a  total 
project  authorization  of  $3,949,000. 

Project  86-D-174.  low-level  waste  process- 
ing and  shipping  system.  Feed  Materials 
Production  Center,  Fernald.  Ohio. 
$9,872,000.  for  a  total  authorization  of 
$12,372,000. 

Project  86-D-175.  Idaho  National  Engi- 
neering Latwratory  security  upgrade,  Idaho 
National  Engineering  Laboratory  (INEL). 
Idaho.  $7,258,000.  for  a  total  project  author- 
ization of  $9,258,000. 


Project  85-D-158.  central  warehouse  up- 
grade. Richland,  Washington,  $1,044,000.  for 
a  total  project  authorization  of  $6,744,000. 

Project  85-D-159.  new  waste  transfer  fa- 
cilities. Savannah  River,  South  Carolina, 
$7,318,000.  for  a  total  project  authorization 
of  $27,318,000. 

Project  85-D-160.  test  reactor  area  securi- 
ty system  upgrade.  Idaho  National  Engi- 
neering Laboratory  (INEL),  Idaho, 
$2,703,000.  for  a  total  project  authorization 
of  $6,953,000. 

Project  81-T-105,  defense  waste  process- 
ing facility.  Savannah  River,  South  Caroli- 
na, $123,967,000,  for  a  total  project  authori- 
zation of  $721,467,000. 

(4)  For  verification  and  control  technolo- 
gy: 

Project  85-D-171,  space  science  laborato- 
ry, Los  Alamos,  New  Mexico,  $2,000,000,  for 
a  total  project  authorization  of  $7,500,000. 

(5)  For  naval  reactors  development: 
Project  87-N-lOl,  general  plant  projects, 

various  locations.  $4,800,000. 

Project  87-N-102,  Kesselring  site  facilities 
upgrade.  Knolls  Atomic  Power  Laboratory, 
West  Milton,  New  York,  $5,000,000. 

Project  87-N-103,  computation  laboratory 
addition,  Bettis  Atomic  Power  Laboratory, 
West  Mifflin,  Pennsylvania.  $2,300,000. 

(6)  For  capital  equipment  not  related  to 
construction— 

(A)  for  weapons  activities,  $287,870,000: 

(B)  for  materials  production,  $126,090,000; 

(C)  for  defense  waste  and  byproducts 
management.  $37,805,000; 

(D)  for  verification  and  control  technolo- 
gy. $4,200,000; 

(E)  for  nuclear  safeguards  and  security, 
$4,800,000;  and 

(P)  for  naval  reactors  development, 
fo  1.700.000. 

SEC.  3113.  rNniSTRIBlTED  REDIXTIONS 

(a)  Total  Authorization.— Notwithstand- 
ing sections  3111  and  3112.  the  total  amount 
authorized  to  be  appropriated  to  the  De- 
partment of  Energy  in  this  division  for  na- 
tional security  programs  is  $7,425,225,000. 

(b)  Requirement  for  Project  Reduc- 
tions.—The  Secretary  of  Energy  shall 
reduce  such  projects  listed  in  sections  3111 
and  3112  in  such  amounts  as  he  determines 
appropriate  to  achieve  a  total  reduction  of 
$300,000,000. 

SEC.  3114.  BALANCED  TECHNOLOGY  INITIATIVE 

(a)  Limitation  on  Funds  for  SDI.— Of  the 
funds  authorized  to  be  appropriated  in  sec- 
tions 3111  and  3112.  not  more  than 
$356,000,000  shall  be  available  for  research, 
development,  test,  and  evaluation,  and  other 
purposes,  in  connection  with  the  Strategic 
Defense  Initiative  program. 

(b)  Conventional  Munitions.— (1)  Of  the 
funds  authorized  to  be  appropriated  in  sec- 
tion 3111- 

(A)  $24,000,000  shall  be  available  to  De- 
partment of  Energy  laboratories  only  for  re- 
search on  advanced  conventional  munitions 
and  warhead  concepts;  and 

(B)  $10,000,000  shall  be  available  only  to 
provide  methodological  support  to  the 
Office  of  Munitions  of  the  Department  of 
Defense. 

(2)  In  achieving  the  reduction  required  to 
be  made  under  section  3U3(b).  the  Secre- 
tary of  Energy  may  not  apply  any  reduction 
to  the  amount  of  funds  made  available  for 
the  purposes  specified  in  paragraph  (1)  of 
this  subsection. 
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TITLE  II-GENERAL  PROVISIONS 

Part  A— Recurring  General  Provisions 

SEC.  3121.  REPROGRAMMINU 

(a)  Notice  to  Congress.— Except  as  other- 
wise provided  In  this  division— 

(1)  no  amount  appropriated  pursuant  to 
this  division  may  be  used  for  any  program 
in  excess  of  105  percent  of  the  amount  au- 
thorized for  that  program  by  this  division  or 
$10,000,000  more  than  the  amount  author- 
ized for  that  program  by  this  division, 
whichever  is  the  lesser,  and 

(2)  no  amount  appropriated  pursuant  to 
this  division  may  be  used  for  any  program 
which  has  not  been  presented  to,  or  request- 
ed of,  the  Congress. 

unless  a  period  of  30  calendar  days  (not  in- 
cluding any  day  on  which  either  House  of 
Congress  is  not  in  session  because  of  ad- 
journment of  more  than  three  calendar 
days  to  a  day  certain)  has  passed  after  re- 
ceipt by  the  appropriate  committees  of  Con- 
gress of  notice  from  the  Secretary  of  Energy 
(hereinafter  in  this  title  referred  to  as  the 
"Secretary")  containing  a  full  and  complete 
statement  of  the  action  proposed  to  be 
taken  and  the  facts  and  circumstances 
relied  upon  in  support  of  such  proposed 
action,  or  unless  each  such  committee 
before  the  expiration  of  such  period  has 
transmitted  to  the  Secretary  written  notice 
to  the  effect  that  such  committee  has  no  ob- 
jection to  the  proposed  action. 

(b)  Limitation  on  Amount  Obligated.— In 
no  event  may  the  total  amount  of  funds  ob- 
ligated pursuant  to  this  division  exceed  the 
total  amount  authorized  to  be  appropriated 
by  this  title. 

SEC.  3)22.  LIMITS  ON  GENERAL  PLANT  PROJECTS 

(a)  In  General.— The  Secretary  may  carry 
out  any  construction  project  under  the  gen- 
eral plant  projects  provisions  authorized  by 
this  division  if  the  total  estimated  cost  of 
the  construction  project  does  not  exceed 
$1,200,000. 

(b)  Report  to  Congress.— If  at  any  time 
during  the  construction  of  any  general 
plant  project  authorized  by  this  division, 
the  estimated  cost  of  the  project  is  revised 
because  of  unforeseen  cost  variations  and 
the  revised  cost  of  the  project  exceeds 
$1,200,000,  the  Secretary  shall  immediately 
furnish  a  complete  report  to  the  appropri- 
ate committees  of  Congress  explaining  the 
reasons  for  the  cost  variation. 

SEC.  3123.  LIMITS  ON  CONSTRl'CTION  PROJECTS 

(a)  In  General.— Whenever  the  current 
estimated  cost  of  a  construction  project, 
which  is  authorized  by  section  3112  of  this 
division,  or  which  is  in  support  of  national 
security  programs  of  the  Department  of 
Energy  and  was  authorized  by  any  previous 
Act,  exceeds  by  more  than  25  percent  the 
higher  of— 

(1)  the  amount  authorized  for  the  project: 
or 

(2)  the  amount  of  the  total  estimated  cost 
for  the  project  as  shown  in  the  most  recent 
budget  justification  data  submitted  to  Con- 
gress, 

construction  may  not  be  started  or  addition- 
al obligations  incurred  in  connection  with 
the  project  above  the  total  estimated  cost, 
as  the  case  may  be,  unless  a  period  of  30  cal- 
endar days  (not  including  any  day  in  which 
either  House  of  Congress  is  not  in  session 
because  of  adjournment  of  more  than  three 
days  to  a  day  certain)  has  passed  after  re- 
ceipt by  the  appropriate  committees  of  the 
Congress  of  written  notice  from  the  Secre- 
tary containing  a  full  and  complete  state- 
ment of  the  action  proposed  to  be  taken  and 
the  facts  and  circumstances  relied  upon  in 


support  of  the  action,  or  unless  each  com- 
mittee before  the  expiration  of  such  period 
has  notified  the  Secretary  it  has  no  objec- 
tion to  the  proposed  action. 

(b)  Exception.— Subsection  (a)  shall  not 
apply  to  any  construction  project  which  has 
a  current  estimated  cost  of  less  than 
$5,000,000. 

SEC.  3121.  FCND  TRANSFER  AITHORITY 

To  the  extent  specified  in  appropriation 
Acts,  funds  appropriated  pursuant  to  this 
division  may  be  transferred  to  other  agen- 
cies of  the  Government  for  the  performance 
of  the  work  for  which  the  funds  were  appro- 
priated, and  funds  so  transferred  may  be 
merged  with  the  appropriations  of  the 
agency  to  which  the  funds  are  transferred. 

SEC.  3125.  ALTHORITY  FOR  EMERGENCY  CON- 
STRUCTION DESIGN 

In  addition  to  the  advance  planning  and 
construction  design  authorized  by  section 
3112  of  this  division,  the  Secretary  may  per- 
form planning  and  design  utilizing  available 
funds  for  any  Department  of  Energy  nation- 
al security  program  construction  project 
whenever  the  Secretary  determines  that  the 
design  must  proceed  expeditiously  in  order 
to  meet  the  needs  of  national  defense  or  to 
protect  property  or  human  life. 

SEC.  312S.  FINDS  AVAILABLE  FOR  ALL  NATIONAL 
SECURITY  PROGRAMS  OF  THE  DE- 
PARTMENT OF  ENERGY 

Subject  to  the  provisions  of  appropriation 
Acts,  amounts  appropriated  pursuant  to  this 
division  for  management  and  support  activi- 
ties and  for  general  plant  projects  are  avail- 
able for  use.  when  necessary,  in  connection 
with  all  national  security  programs  of  the 
Department  of  Energy. 

SEC.  3127.  AVAILABILITY  OF  Fl'NDS 

When  so  specified  in  an  appropriation 
Act,  amounts  appropriated  for  "Operating 
Expenses"  or  for  "Plant  and  Capital  Equip- 
ment" may  remain  available  until  expended. 

Part  B— Miscellaneous  Provision 
sec.  3i3i.  compliance  with  environmental 
reqiirements 

Notwithstanding  any  other  provision  of 
law.  none  of  the  funds  appropriated  pursu- 
ant to  an  authorization  In  this  or  any  other 
Act  may  be  used  to  pay  any  penalty,  fine, 
forfeiture,  or  settlement,  or  to  perform  any 
work  or  services  requested  by  another  de- 
partment or  agency  of  the  Federal  Govern- 
ment or  of  any  agency  of  a  State  or  local 
government  for  any  failure  by  the  Depart- 
ment of  Energy  to  comply  with  an  environ- 
mental requirement  in  connection  with  any 
defense  activity  or  any  defense  related  facil- 
ity in  excess  of  the  amount  specifically  ap- 
propriated to  the  Department  of  E:nergy  to 
comply  with'  such  environmental  require- 
ment. 

SEC.  3132.  IMPLEMENTATION  OF  THE  RECOMMEN- 
DATIONS OF  THE  PRESIDENTS  BLl  E 
RIBBON    TASK    GROCP    ON    Nl  CLEAR 

WEAPONS  pr<m;ram  mana(;ement 

(a)  Establishment  of  Council.— Chapter 
7  of  title  10,  United  SUtes  Code,  is  amended 
by  adding  at  the  end  the  following  new  sec- 
tion: 
"§  179.  The  Nuclear  Weapons  Council 

"(a)  There  is  a  Joint  Nuclear  Weapons 
Council  (hereinafter  in  this  section  referred 
to  as  the  'Council')  composed  of  three  mem- 
bers as  follows: 

"(1)  The  Director  of  Defense  Research 
and  Engineering. 

"(2)  The  Vice  Chairman  of  the  Joint 
Chiefs  of  Staff. 

"(3)  One  senior  representative  of  the  De- 
partment of  Energy  appointed  by  the  Secre- 
tary of  Energy. 


"(b)(1)  Except  as  provided  in  paragraph 
(2).  the  Chairman  of  the  Council  shall  be 
the  member  appointed  under  subsection 
(a)(1). 

"(2)  A  meeting  of  the  Council  shall  be 
chaired  by  the  representative  appointed 
under  subsection  (a)(3)  whenever  the 
matter  under  consideration  is  within  the 
primary  responsibility  or  concern  of  the  De- 
partment of  Energy,  as  determined  by  ma- 
jority vote  of  the  Council. 

'(c)(1)  The  Secretary  of  Defense  and  the 
Secretary  of  Energy  shall  enter  into  an 
agreement  with  the  Council  to  furnish  nec- 
essary staff  and  administrative  services  to 
the  Council. 

"(2)  The  Assistant  to  the  Secretary  of  De- 
fense for  Atomic  Energy  shall  be  the  Staff 
Director  of  the  Council. 

"(d)(1)  The  Council  shall  be  responsible 
for  the  following  matters: 

"(A)  Preparing  the  annual  Nuclear  Weap- 
ons Stockpile  Memorandum. 

"(B)  Developing  nuclear  weapons  stock- 
piles options  and  the  costs  of  such  options. 
"(C)  Coordinating  programming  and 
budget  matters  pertaining  to  nuclear  weap- 
ons programs  between  the  Department  of 
Defense  and  the  Department  of  Energy. 

"(D)  Identifying  various  options  for  cost- 
effective  schedules  for  nuclear  weapons  pro- 
duction. 

'"(E)  Considering  safety,  security,  and  con- 
trol issues  for  existing  weapons  and  for  pro- 
posed new  weapon  program  starts. 

"(F)  Ensuring  that  adequate  consideration 
is  given  to  design,  performance,  and  cost 
tradeoffs  for  all  proposed  new  nuclear  weap- 
ons programs. 

"(G)  Providing  broad  guidance  regarding 
priorities  for  research  on  nuclear  weapons. 

"(H)  Preparing  comments  on  annual  pro- 
posals for  budget  levels  for  research  on  nu- 
clear weapons  and  transmitting  those  com- 
ments to  the  Secretary  of  Defense  and  the 
Secretary  of  Energy  before  the  preparation 
of  the  annual  budget  requests  by  the  Secre- 
taries of  those  departments. 
"(I)  Providing- 

"(i)  broad  guidance  regarding  priorities 
for  research  on  improved  conventional 
weapons,  and 

""(li)  comments  on  annual  proposals  for 
budget  levels  for  research  on  improved  con- 
ventional weapons. 

and  transmitting  such  guidance  and  com- 
ments to  the  Secretary  of  Defense  before 
the  preparation  of  the  annual  budget  re- 
quest of  the  Department  of  Defense. 

"(e)  The  Council  shall  submit  to  the  Com- 
mittees on  Armed  Services  and  on  Appro- 
priations of  the  Senate  and  the  House  of 
Representatives  a  report  on  the  actions  that 
have  been  taken  by  the  Department  of  De- 
fense and  the  Department  of  Energy  to  im- 
plement the  recommendations  of  the  Presi- 
dents  Blue  Ribbon  Task  Group  on  Nuclear 
Weapons  Program  Management.  The  Coun- 
cil shall  include  in  such  report  its  recom- 
mendations on  the  role  and  composition  of 
the  staff  of  the  Council.  The  Council  shall 
submit  such  report  to  the  Committees  not 
later  than  March  1.  1987. ". 

(f)  Conforming  Amendment.— The  table  of 
sections  at  the  beginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  item: 

"179.  The  Nuclear  Weapons  Council.". 

(g)  Chairman  of  JCS  To  Serve  on  Coun- 
cil IF  There  Is  No  Vice  Chairman  op  JCS.— 
If  on  the  date  of  the  enactment  of  this  sec- 
tion the  position  of  Vice  Chairman  of  the 
Joint  Chiefs  of  Staff,  or  comparable  posi- 
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tion,  has  not  been  established  by  law.  the 
Chairman  of  the  Joint  Chiefs  of  Staff  shall 
be  a  member  of  the  Nuclear  Weapons  Coun- 
cil esUblished  by  section  179  of  title  10. 
United  States  Code,  as  added  by  subsection 
(a).  If  the  position  of  Vice  Chairman  of  the 
Joint  Chiefs  of  Staff  (or  comparable  posi- 
tion) is  established  by  law  after  the  date  of 
the  enactment  of  this  section,  the  Chairman 
of  the  Joint  Chiefs  of  Staff  shall  remain  a 
member  of  such  Council  only  until  an  indi- 
vidual has  been  appointed  Vice  Chairman  of 
the  Joint  Chiefs  of  Staff. 

(h)  Repeal.— Section  26  of  the  Atomic 
Energy  Act  of  1946  (42  U.S.C.  2037)  is  re- 
pealed. 

SEC.  3133.  REPORT  BY  SECRETARY  OF  ENERCY 

The  Secretary  of  Energy  shall  submit  a 
report  to  the  Committees  on  Armed  Serv- 
ices of  the  Senate  and  the  House  of  Repre- 
sentatives on  the  costs  and  safety  factors  in- 
volved in  constructing  adequate  contain- 
ment facilities  for  nuclear  reactors  of  the 
E>epartment  of  Energy  compared  with  the 
costs  and  safety  factors  involved  in  con- 
structing a  new  production  reactor. 

SEC.  3134.  EXTENSION  OF  DATE  FOR  CERTAIN  CON- 
TRACT ACTHORITY 

Section  94  of  the  Atomic  Energy  Commu- 
nity Act  of  1955  (42  U.S.C.  2394)  is  amended 
by  striking  out  "June  30,  1986"  and  insert- 
ing in  lieu  thereof  "June  30.  1996". 

DIVISION  D— CIVIL  DEFENSE 

SEC.    4iei.    AITHORIZATION    OF    APPROPRIATIONS 
FOR  CIVIL  DEFENSE 

There  is  hereby  authorized  to  be  appropri- 
ated for  fiscal  year  1987  to  carry  out  provi- 
sions of  the  Federal  Civil  Defense  Act  of 
1950  (50  U.S.C.  App.  2251  et  seq.)  the  sum  of 
$111,565,000. 

DIVISION    E— BARRY   GOLDWATER   SCHOL- 
ARSHIP AND  EXCELLENCE  IN  EDl'CATION 
PROGRAM 
SEC.  5100.  SHORT  TITLE 

This  division  may  be  cited  as  the  "Barry 
Goldwater  Scholarship  and  Excellence  in 
Education  Act". 

SEC.  5101.  STATE.MENT  OF  PIRPOSES 

The  Congress  finds  that— 

(1)  Senator  Barry  Goldwater  has  served 
his  country  for  56  years  as  a  soldier  and 
statesman,  including  service  in  the  United 
States  Senate  for  a  period  of  30  years; 

(2)  Senator  Goldwater  has  a  distinguished 
record  as  Chairman  of  the  Select  Commit- 
tee on  Intelligence  of  the  Senate  and  as 
Chairman  of  the  Committee  on  Armed  Serv- 
ices of  the  Senate:  and 

(3)  Senator  Goldwater  has  long  main- 
tained a  special  interest  in  the  education  of 
Americas  youth,  particularly  in  the  fields 
of  science  and  mathematics;  and 

(4)  it  would,  therefore,  be  a  fitting  tribute 
to  the  leadership,  courage,  and  vision  of 
Senator  Goldwater  to  establish  in  his  name 
a  scholarship  program  to  foster  and  encour- 
age excellence  in  science  and  mathematics. 

SEC.  5102.  DEFINITIONS 

In  this  division: 

(1)  The  term  "Foundation"  means  the 
Barry  Goldwater  Scholarship  and  Excel- 
lence in  Education  Foundation  established 
under  section  5103(a). 

(2)  The  term  "Board"  means  the  Board  of 
Trustees  of  the  Barry  Goldwater  Scholar- 
ship and  Excellence  in  Education  Founda- 
tion established  under  section  5103(b). 

(3)  The  term  "fund"  means  the  Barry 
Goldwater  Scholarship  and  Excellence  in 
Education  Fund  provided  for  under  section 
5108. 

(4)  The  term  "institution  of  higher  educa- 
tion" means  any  such  institution  as  defined 
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by  section  1201(a)  of  the  Higher  Education 
Act  of  1965. 

(5)  The  term  "State"  means  each  of  the 
several  States,  the  District  of  Columbia,  the 
Commonwealth  of  Puerto  Rico,  and,  consid- 
ered as  a  single  entity.  Guam,  the  Virgin  Is- 
lands, American  Samoa,  the  Trust  Territo- 
ries of  the  Pacific  Islands,  and  the  Common- 
wealth of  the  Northern  Marianas. 

(6)  The  term  "eligible  person"  means  a  cit- 
izen or  national  of  the  United  States  or  a 
permanent  resident  alien  of  the  United 
States. 

SEC.  5103.  ESTABLISH.MENT  OF  THE  BARRY  (JOLD- 
WATEK  SCHOLARSHIP  AND  EXCEL- 
LENCE IN  EDUCATION  FOl  NDATION 

(a)  There  is  established,  as  an  independ- 
ent establishment  of  the  executive  branch 
of  the  United  States  Government,  the  Barry 
Goldwater  Scholarship  and  Excellence  in 
Education  Foundation. 

(b)  The  Foundation  shall  be  subject  to  the 
supervision  and  direction  of  the  Board  of 
Trustees.  The  Board  shall  be  composed  of 
13  members,  as  follows: 

( 1 )  Two  members  from  the  Senate,  one  ap- 
pointed by  the  majority  leader  and  one  ap- 
pointed by  the  minority  leader  of  the 
Senate. 

(2)  Two  members  of  the  House  of  Repre- 
sentatives, one  appointed  by  the  majority 
leader  and  one  appointed  by  the  minority 
leader  of  the  House  of  Representatives. 

(3)  Eight  members,  not  more  than  four  of 
whom  shall  be  of  the  same  political  party, 
to  be  appointed  by  the  President,  by  and 
with  the  advice  and  consent  of  the  Senate, 
at  least  one  of  whom  shall  be  a  representa- 
tive of  the  aerospace  industry  and  at  least 
one  of  whom  shall  be  a  representative  of  a 
private  foundation  concerned  with  aero- 
space education. 

(4)  The  Secretary  of  Education,  or  his  des- 
ignee, who  shall  serve  ex  officio  as  a 
member  of  the  Board  but  shall  not  be  eligi- 
ble to  serve  as  Chairman. 

(c)  The  term  of  office  of  each  member  of 
the  Board  shall  be  six  years,  except  that  (1) 
the  members  first  taking  office  shall  serve 
as  designated  by  the  President,  four  for 
terms  of  two  years,  five  for  terms  of  four 
years,  and  four  for  terms  of  six  years,  and 
(2)  any  member  appointed  to  fill  a  vacancy 
shall  serve  for  the  remainder  of  the  term 
for  which  his  predecessor  was  appointed 
and  shall  be  appointed  in  the  same  manner 
as  the  original  appointment  for  that  vacan- 
cy was  made. 

(d)  Members  of  the  Board  shall  serve 
without  pay,  but  shall  be  entitled  to  reim- 
bursement for  travel,  subsistence,  and  other 
necessary  expenses  incurred  in  the  perform- 
ance of  their  duties. 

SEC.  5104.  BARRY  COLDWATER  SCHOLARSHIP  AND 
EXCELLENCE  IN  EDCCATION  AWARDS 

(a)(1)  The  Foundation  is  authorized  to 
award  scholarships  and  fellowships  to  eligi- 
ble persons  for  study  in  the  fields  of  science 
and  mathematics.  Such  scholarships  and 
fellowships  shall  be  awarded  to  persons  as 
provided  in  this  division  who  meet  the  min- 
umum  criteria  established  by  the  Founda- 
tion. 

(2)  Scholarships  shall  be  awarded  to  out- 
standing undergraduate  students  who 
intend  to  pursue  careers  in  mathematics 
and  the  natural  sciences. 

(3)  Fellowships  shall  be  awarded  to  out- 
standing graduate  students  who  intend  to 
pursue  advanced  degrees  in  mathematics 
and  the  natural  sciences. 

(4)  The  Foundation  shall  also  award 
scholarships  to  eligible  persons  selected  on 
the  basis  of  nationwide  competition. 


(b)  Recipients  of  scholarships  and  fellow- 
ships under  this  division  shall  be  known  as 
"Barry  Goldwater  Scholars". 

(c)(1)  The  Foundation  is  authorized  to 
award  honoraria  to  outstanding  educators, 
teachers,  and  persons  who  have  volunteered 
to  assist  in  secondary  schools  who  have 
made  significant  contributions  to  improve 
the  quality  of  instruction  in  mathematics 
and  sciences  in  the  secondary  school  as  fol- 
lows: 

(A)  To  two  such  persons  selected  at  large 
from  each  State. 

(B)  To  one  such  person  selected  from  each 
county  in  each  State. 

(2)  The  Board  shall  establish  a  schedule 
of  honoraria  to  be  awarded  under  para- 
graph { 1 ). 

(3)  The  Board  shall  adopt  regulations 
which  provide  that  persons  affiliated  with 
secondary  schools  on  military  reservations 
and  with  the  dependent  overseas  school 
system  shall  be  appropriately  represented 
among  those  persons  who  receive  awards 
under  this  division. 

SEC.  510«.  STIPENDS 

Each  person  awarded  a  scholarship  or  fel- 
lowship under  this  division  shall  receive  a 
stipend  which  shall  not  exceed  the  cost  to 
such  person  for  tuition,  fees,  books,  room 
and  board,  or  such  lesser  amount  as  may  be 
prescribed  by  the  Board. 

SEC.  5107.  SCHOLARSHIP  CONDITIONS 

(a)  A  person  awarded  a  scholarship  under 
this  division  may  receive  payments  author- 
ized under  this  division  only  during  such  pe- 
riods as  the  Foundation  finds  that  the 
person  is  maintaining  satisfactory  proficien- 
cy and  devoting  full  time  to  study  or  re- 
search and  is  not  engaging  in  gainful  em- 
ployment other  than  employment  approved 
by  the  Foundation  pursuant  to  regulations 
of  the  Board. 

(b)  The  Foundation  is  authorized  to  re- 
quire reports  containing  such  information 
in  such  form  and  to  be  filed  at  such  times  as 
the  Foundation  determines  to  be  necessary 
from  any  person  awarded  a  scholarship 
under  this  division.  Such  reports  shall  be  ac- 
companied by  a  certificate  from  an  appro- 
priate official  at  the  institution  of  higher 
education,  approved  by  the  Foundation, 
stating  that  such  person  is  making  satisfac- 
tory progress  in,  and  is  devoting  essentially 
full  time  to  study  or  research,  except  as  oth- 
erwise provided  in  subsection  (a). 

SEC.  5108.  BARRY  (iOLDWATER  SCHOLARSHIP  AND 
EXCELLENCE  IN  EDCCATION  FIND 

(a)  There  is  established  in  the  Treasury  of 
the  United  States  a  trust  fund  to  be  known 
as  the  Barry  Goldwater  Scholarship  and  Ex- 
cellence and  Education  Fund.  The  fund 
shall  consist  of  amounts  appropriated  to  it 
pursuant  to  section  5112. 

(b)  It  shall  be  the  duty  of  the  Secretary  of 
the  Treasury  to  invest  in  full  the  amounts 
appropriated  to  the  fund.  Such  investments 
may  be  made  only  in  interest-bearing  obliga- 
tions of  the  United  States  or  in  obligations 
guaranteed  as  to  both  principal  and  interest 
by  the  United  States.  For  such  purpose, 
such  obligations  may  be  acquired  (1)  on 
original  issue  at  the  issue  price,  or  (2)  by 
purchase  of  outstanding  obligations  at  the 
market  place.  The  purposes  for  which  obli- 
gations of  the  United  States  may  be  issued 
under  the  Second  Liberty  Bond  Act  are 
hereby  extended  to  authorize  the  issuance 
at  par  of  special  obligations  exclusively  to 
the  fund.  Such  special  obligations  shall  bear 
interest  at  a  rate  equal  to  the  average  rate 
of  interest,  computed  as  to  the  end  of  the 
calendar  month  next  preceding  the  date  of 
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such  issue,  borne  by  all  marketable  interest- 
bearing  obligations  of  the  United  States 
then  forming  a  part  of  the  public  debt, 
except  that  where  such  average  rate  is  not  a 
multiple  of  '/•  of  1  percent,  the  rate  of  inter- 
est of  such  special  obligations  shall  be  the 
multiple  of  %  of  1  percent  next  lower  than 
such  average  rate.  Such  special  obligations 
shall  be  issued  only  if  the  Secretary  deter- 
mines that  the  purchases  of  other  interest- 
bearing  obligations  of  the  United  States,  or 
of  obligations  guaranteed  as  to  both  princi- 
pal and  interest  by  the  United  States  or 
original  issue  or  at  the  market  price,  is  not 
in  the  public  interest. 

(c)  Any  obligation  acquired  by  the  fund 
(except  special  obligations  issued  exclusively 
to  the  fund)  may  be  sold  by  the  Secretary  at 
the  market  price,  and  such  special  obliga- 
tions may  be  redeemed  at  par  plus  accrued 
Interest. 

(d)  The  interest  on,  and  the  proceeds  from 
the  sale  or  redemption  of,  any  obligations 
held  In  the  fund  shall  be  credited  to  and 
form  a  part  of  the  fund. 

SEC.  5109.  EXPENDlTf RES  FROM  THE  FIND 

(a)  The  Secretary  of  the  Treasury  is  au- 
thorized to  pay  to  the  Foundation  from  the 
Interest  and  earnings  of  the  fund  such  sums 
as  the  Board  determines  are  necessary  and 
appropriate  to  enable  the  Foundation  to 
carry  out  the  purposes  of  this  division. 

(b)  The  activities  of  the  Foundation  under 
this  division  may  be  audited  by  the  General 
Accounting  Office  under  such  rules  and  reg- 
ulations as  may  be  prescribed  by  the  Comp- 
troller General  of  the  United  States.  Repre- 
sentatives of  the  General  Accounting  Office 
shall  have  access  to  all  books,  accounts, 
records,  reports,  and  files  and  all  other 
papers,  things,  or  property  belonging  to  or 
in  use  by  the  Foundation  pertaining  to  such 
activities  and  necessary  to  facilitate  the 
audit. 

SEC.  5110.  EXECITIVE  SECRETARY 

(a)  There  shall  be  an  Executive  Secretary 
of  the  Foundation  who  shall  be  appointed 
by  the  Board.  The  Executive  Secretary  shall 
be  the  chief  executive  officer  of  the  Foun- 
dation and  shall  carry  out  the  functions  of 
the  Foundation  subject  to  the  supervision 
and  direction  of  the  Board.  The  Executive 
Secretary  shall  carry  out  such  other  func- 
tions consistent  with  the  provisions  of  this 
division  as  the  Board  shall  prescribe. 

(b)  The  Executive  Secretary  of  the  Foun- 
dation shall  be  compensated  at  the  rate 
specified  for  employees  in  grade  GS-18  of 
the  General  Schedule  under  section  5332  of 
title  5,  United  States  Code. 

SEC.  5111.  ADMINISTRATIVE  PROVISIONS 

(a)  In  order  to  carry  out  the  provisions  of 
this  division,  the  Foundation  is  authorized 
to— 

(1)  appoint  and  fix  the  compensation  of 
such  persoruiel  as  may  be  necessary  to  carry 
out  the  provisions  of  this  division,  except 
that  in  no  case  may  an  employee  other  than 
the  Executive  Secretary  be  compensated  at 
a  rate  to  exceed  the  maximum  rate  provided 
for  employees  in  grade  GS-15  of  the  Gener- 
al Schedule  under  section  5332  of  title  5, 
United  States  Code; 

(2)  procure  temporary  and  intermittent 
services  of  experts  and  consultants  as  are 
necessary  to  the  extent  authorized  by  sec- 
tion 3109  of  title  5.  United  States  Code,  but 
at  rates  not  to  exceed  the  rate  specified  at 
the  time  of  such  service  for  grade  GS-18 
under  section  5332  of  such  title; 

(3)  prescribe  such  regulations  as  it  consid- 
ers necessary  governing  the  manner  in 
which  its  functions  shall  be  carried  out; 


(4)  receive  money  and  other  property  do- 
nated, bequeathed,  or  devised,  without  con- 
dition or  restriction  other  than  it  be  used 
for  the  purposes  of  the  Foundation,  and  to 
use,  sell,  or  otherwise  dispose  of  such  prop- 
erty for  the  purpose  of  carrying  out  its 
functions; 

(5)  accept  and  utilize  the  services  of  volun- 
tary and  noncompensated  personnel  and  for 
travel  expenses,  including  per  diem,  as  au- 
thorized by  section  5703  of  title  5,  United 
States  Code; 

(6)  enter  into  contracts  or  other  arrange- 
ments, or  make  grants,  to  carry  out  the  pro- 
visions of  this  division,  and  enter  into  such 
contracts  or  other  arrangements,  or  make 
such  grants,  with  the  concurrence  of  two- 
thirds  of  the  members  of  the  Board,  with- 
out performance  or  other  bonds  and  with- 
out regard  to  section  3709  of  the  Revised 
Statutes  (41  U.S.C.  5); 

(7)  make  advances,  progress,  and  other 
payments  which  the  Board  considers  neces- 
sary under  this  division  without  regard  to 
the  provisions  of  section  3324  of  title  31, 
United  States  Code; 

(8)  rent  office  space  in  the  District  of  Co- 
lumbia; and 

(9)  make  other  necessary  expenditures, 
(b)  The  Foundation  shall  submit  to  the 

President  and  to  Congress  an  annual  report 
of  its  operations  under  this  division. 

SEC.  5112.  APPROPRIATIONS  AITHORIZED 

There  are  authorized  to  be  appropriated 
to  the  Department  of  Defense  $40,000,000  to 
be  transferred  to  the  Treasury  for  the  fund. 

DIVISION  F— CHILD  NUTRITION 

TITLE  I— REAUTHORIZATION  OF  CHILD 
NUTRITION  PROGRAMS 

SEC.  6101.  SIMMER  FOOD  SERVICE  PROGRAM  FOR 
CHILDREN 

Section  13(p)  of  the  National  School 
Lunch  Act  (42  U.S.C.  1761(p))  is  amended  by 
striking  out  '1984"  and  inserting  in  lieu 
thereof  "1989". 

SEC.  SlOi.  COMMODITY  DISTRIBITION  PROGRAM 

Section  14(a)  of  the  National  School 
Lunch  Act  (42  U.S.C.  1762a(a))  is  amended 
by  striking  out  "1984"  and  inserting  in  lieu 
thereof  "1989". 

SEC.  6103.  STATE  ADMINISTRATIVE  EXPENSES 

Section  7(i)  of  the  Child  Nutrition  Act  of 
1966  (42  U.S.C.  1776(i))  is  amended  by  strik- 
ing out  "1984"  and  inserting  in  lieu  thereof 
"1989". 

SEC.  6104.  SPECIAL  SUPPLEMENTAL  FOOD  PRO- 
GRAM FOR  WOMEN.  INFANTS.  AND 
CHILDREN 

Section  17  of  the  Child  Nutrition  Act  of 
1966  (42  U.S.C.  1786)  is  amended— 

(1)  in  subsection  (c)(2),  by  striking  out 
"Subject  to"  and  all  that  follows  through 
"1984"  and  inserting  in  lieu  thereof  "Sub- 
ject to  amounts  appropriated  to  carry  out 
this  section  under  subsection  (g)": 

(2)  in  subsection  (g)— 

(A)  by  designating  the  first  and  second 
sentences  as  paragraphs  (1)  and  (3).  respec- 
tively; and 

(B)  by  amending  paragraph  (1)  (as  so  des- 
ignated) to  read  as  follows: 

"(1)  There  are  authorized  to  be  appropri- 
ated to  carry  out  this  section  $1,570,000,000 
for  the  fiscal  year  ending  September  30, 
1986,  such  sums  as  may  be  necessary  for 
each  of  the  fiscal  years  ending  September 
30,  1987,  and  September  30,  1988,  and 
$1,782,000,000  for  the  fiscal  year  ending 
September  30, 1989.";  and 

(3)  in  subsection  (h)(2),  by  striking  out 
"1984"  and  inserting  in  lieu  thereof  "1989". 


SEC.  6105.  NITRITION  EDICATION  AND  TRAINING 
PROGRA.M 

The  first  sentence  of  section  19(j)(2)  of 
the  Child  Nutrition  Act  of  1966  (42  U.S.C. 
1788(j)(2))  is  amended  by  striking  out 
"1984"  and  inserting  in  lieu  thereof  "1989". 

TITLE  II-SCHOOL  LUNCH  AND  BREAKFAST 
PROGRAMS 

SEC.  6201.  BASIS  OF  COMMODITY  ASSISTANCE 

Section  6(b)  of  the  National  School  Lunch 
Act  (42  U.S.C.  1755(b))  is  amended- 

(1)  in  the  first  sentence,  by  striking  out 
"May  15"  and  inserting  in  lieu  thereof 
"June  1";  and 

(2)  in  the  second  sentence,  by  striking  out 
"June  15"  and  Inserting  In  lieu  thereof 
"July  1". 

SEC.    6202.    INCLUSION    OF    WHOLE    MILK    AS    A 
SCHOOL  LINCH  BEVERAGE 

Effective  July  1,  1986,  section  9(a)  of  the 
National  School  Lunch  Act  (42  U.S.C. 
1758(a))  is  amended— 

(1)  by  designating  the  first,  second,  and 
third  sentences  as  paragraphs  (1),  (3),  and 
(4),  respectively;  and 

(2)  by  inserting  after  paragraph  (1)  (as  so 
designated)  the  following  new  paragraph: 

•(2)  In  addition  to  such  other  forms  of 
milk  as  the  Secretary  may  determine,  the 
lunches  shall  offer  whole  milk  as  a  bever- 
age.". 

SEC.  6203.  Al'TOMATIC  ELIGIBILITY  FOR  CERTAIN 
PROGRAMS 

Effective  July  1,  1986,  section  9(b)  of  the 
National  School  Lunch  Act  (42  U.S.C. 
1758(b))  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(6)(A)  A  child  shall  be  considered  auto- 
matically eligible  for  a  free  lunch  and 
breakfast  under  this  Act  and  the  Child  Nu- 
trition Act  of  1966  (42  U.S.C.  1771  et  seq.), 
respectively,  without  further  application  or 
eligibility  determination,  if  the  child  is  a 
member  of — 

"(i)  a  household  receiving  assistance 
under  the  food  stamp  program  authorized 
under  the  Food  Stamp  Act  of  1977  (7  U.S.C. 
2011  et  seq.);  or 

"(ii)  an  AFDC  assistance  unit  (under  the 
aid  to  families  with  dependent  children  pro- 
gram authorized  under  part  A  of  title  IV  of 
the  Social  Security  Act  (42  U.S.C.  601  et 
seq.)),  in  a  State  where  the  standard  of  eligi- 
bility for  the  assistance  does  not  exceed  130 
percent  of  the  poverty  line  (as  defined  in 
section  673(2)  of  the  Community  Services 
Block  Grant  Act  (42  U.S.C.  9902(2))). 

"(B)  Proof  of  receipt  of  food  stamps  or  aid 
to  families  with  dependent  children  shall  be 
sufficient  to  satisfy  any  verification  require- 
ment imposed  under  paragraph  (2)(C). ". 

SEC.  62M.  LIMITATION  ON  MEAL  CONTRACTING 

Effective  July  1,  1986,  section  9  of  the  Na- 
tional School  Lunch  Act  (42  U.S.C.  1758)  Is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(e)  A  school  or  school  food  authority  par- 
ticipating in  a  program  under  this  Act  may 
not  contract  with  a  food  service  company  to 
provide  a  la  carte  food  service  unless  the 
company  agrees  to  offer  free,  reduced-price, 
and  full-price  reimbursable  meals  to  all  eli- 
gible children.". 

SEC.  6205.  CHANGE   IN  Tl'ITION   LIMITATION   FOR 
PRIVATE  SCH(X)LS 

(a)  School  Lunch  Programs.— Section 
12(d)(5)  of  the  National  School  Lunch  Act 
(42  U.S.C.  1760(d)(5))  Is  amended— 

(1)  In  clause  (A)  of  the  first  sentence,  by 
striking  out  "$1,500"  and  Inserting  in  lieu 
thereof  "$2,000";  and 
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(2)  by  adding  at  the  end  thereof  the  fol- 
lowing new  sentence:  "On  July  1,  1988.  and 
each  July  1  thereafter,  the  Secretary  shall 
adjust  the  tuition  limitation  amount  pre- 
scribed in  clause  (A)  of  the  first  sentence  of 
this  paragraph  to  reflect  changes  in  the 
Consumer  Price  Index  for  All  Urban  Con- 
sumers during  the  most  recent  12-month 
period  for  which  the  data  is  available". 

(b)  School  Breakfast  Programs.— Section 
15(c)  of  the  Child  Nutrition  Act  of  1966  (42 
D.S.C.  1784(c))  is  amended— 

(1)  in  clause  (A)  of  the  first  sentence,  by 
striking  out  "$1,500"  and  inserting  in  lieu 
thereof  ■$2,000";  and 

(2)  by  adding  at  the  end  thereof  the  fol- 
lowing new  sentence:  "On  July  1.  1988.  and 
each  July  1  thereafter,  the  Secretary  shall 
adjust  the  tuition  limitation  amount  pre- 
scribed in  clause  (A)  of  the  first  sentence  of 
this  paragraph  to  reflect  changes  in  the 
Consumer  Price  Index  for  All  Urban  Con- 
sumers during  the  most  recent  12-m6nth 
period  for  which  the  data  is  available. '. 

(c)  Application.— ( 1 )  The  amendments 
made  by  subsections  (a)(1)  and  (b)(1)  shall 
apply  for  the  fiscal  year  beginning  on  Octo- 
ber 1.  1986,  and  each  school  year  thereafter. 

(2)  The  amendments  made  by  subsections 
(a)(2)  and  (b)(2)  shall  apply  for  the  school 
year  beginning  on  July  1.  1988.  and  each 
school  year  thereafter. 

SEC.  620«.  I  SE  OF  SCHOOL  LI  NCH  FACILITIES  FOR 
ELDERLY  PROCR.4.MS 

Section  12  of  the  National  School  Lunch 
Act  (42  U.S.C.  1760)  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsec- 
tion: 

"(i)  Facilities,  equipment,  and  personnel 
provided  to  a  school  food  authority  for  a 
program  authorized  under  this  Act  or  the 
Child  Nutrition  Act  of  1966  (42  U.S.C.  1771 
et  seq.)  may  be  used,  as  determined  by  a 
local  educational  agency,  to  support  a  non- 
profit nutrition  program  for  the  elderly,  in- 
cluding a  program  funded  under  the  Older 
Americans  Act  of  1965  (42  U.S.C.  3001  et 
seq.).". 

SEC.  M(n.  PILOT  PROJECTS  FOR  ADMINISTRATION 
OF  CHILD  NITRITION  PRO<;RA.VIS  BV 
CONTR.UT  OR  DIRECT  DISRl  RSE- 
.MENT 

(a)  Pilot  Projects.— Section  20  of  the  Na- 
tional School  Lunch  Act  (42  U.S.C.  1769)  is 
amended  by  striking  out  subsection  (d)  and 
inserting  in  lieu  thereof  the  following  new 
subsection: 

"(d)  The  Secretary  may  conduct  pilot 
projects  in  not  more  than  three  Slates  in 
which  the  Secretary  is  currently  administer- 
ing programs  to  evaluate  the  effects  of  the 
Secretary  contracting  with  private  profit 
and  nonprofit  organizations  to  act  as  a 
State  agency  under  this  Act  and  the  Child 
Nutrition  Act  of  1966  (42  U.S.C.  1771  et  seq.) 
for  schools,  institutions,  or  service  institu- 
tions referred  to  in  section  10  of  this  Act 
and  section  5  of  the  Child  Nutrition  Act  of 
1966  (42  U.S.C.  1774).". 

(b)  Conforming  Amendment.— The  first 
sentence  of  section  20(c)  of  the  National 
School  Lunch  Act  is  amended  by  striking 
out  "except  for  the  pilot  projects  conducted 
under  subsection  (d)  of  this  section.". 

SEC.  6208.  DEPART.MENT  OF  DEFENSE  OVERSEAS 
DEPENDENTS'  S<  H(K>LS 

(a)  School  Lunches.— Section  22(d)  of  the 
National  School  Lunch  Act  (42  U.S.C. 
1769b(d))  (as  added  by  section  1408(a)  of  the 
Education  Amendments  of  1978  (92  Stat. 
2368))  is  amended  by  striking  out  "and  for" 
and  all  that  follows  through  "reduced-price 
lunch". 

(b)  School  Breakfasts.— Section  20(d)  of 
the  ChUd  Nutrition  Aci  of  1966  (42  U.S.C. 


1789)  is  amended  by  striking  out  "and  for" 
and  all  that  follows  through  "reduced-price 
breakfast". 

SEC.  6209.  RESTOR\TION  OF  CERTAIN  KINDERGAR- 
TENS TO  THE  SPECIAL  MILK  PRO- 
CRAM 

Effective  October  1.  1986.  section  3(a)  of 
the  Child  Nutrition  Act  of  1966  (42  U.S.C. 
1772(a))  is  amended— 

( 1 )  in  the  first  sentence— 

(A)  by  inserting  "(1)"  after  the  subsection 
designation: 

(B)  by  redesignating  clauses  (1)  and  (2)  as 
subparagraphs  (A)  and  (B),  respectively: 
and 

(C)  in  subparagraph  (A)  (as  so  redesignat- 
ed), by  inserting  "except  as  provided  in 
paragraph  (2)."  after  "and  under.": 

(2)  by  designating  the  second  through 
eighth  sentences  as  paragraphs  (3)  through 
(9).  respectively;  and 

(3)  by  inserting  after  paragraph  (1)  (as  so 
designated)  the  following  new  paragraph: 

"(2)  The  limitation  imposed  under  para- 
graph (1)(A)  for  participation  of  nonprofit 
schools  in  the  special  milk  program  shall 
not  apply  to  split-session  kindergarten  pro- 
grams conducted  in  schools  in  which  chil- 
dren do  not  have  access  to  the  meal  service 
program  operating  in  schools  the  children 
attend  as  authorized  under  this  Act  or  the 
National  School  Lunch  Act  (42  U.S.C.  1751 
et  seq.).". 

SEC.  6210.  IMPROVEMENT  OF  BREAKFAST  PRO- 
CRAM  MEAL  P.ATTERN 

(a)  Additional  Assistance.— Effective  Oc- 
tober 1.  1986.  section  4(b)  of  the  Child  Nu- 
trition Act  of  1966  (42  U.S.C.  1773(b))  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraphs: 

"(3)  The  Secretary  shall  increase  by  3 
cents  the  annually  adjusted  payment  for 
each  breakfast  served  under  this  Act  and 
section  17  of  the  National  School  Lunch  Act 
(42  U.S.C.  1776).  These  funds  shall  be  used 
to  assist  States,  to  the  extent  feasible,  in  im- 
proving the  nutritional  quality  of  the  break- 
fasts. 

"(4)  Notwithstanding  any  other  provision 
of  law.  whenever  stocks  of  agricultural  com- 
modities are  acquired  by  the  Secretary  or 
the  Commodity  Credit  Corporation  and  are 
not  likely  to  be  .sold  by  the  Secretary  or  the 
Commodity  Credit  Corporation  or  otherwise 
used  in  programs  of  commodity  sale  or  dis- 
tribution, the  Secretary  shall  make  such 
commodities  available  to  school  food  au- 
thorities and  eligible  institutions  serving 
breakfasts  under  this  Act  in  a  quantity 
equal  in  value  to  not  less  than  3  cents  for 
each  breakfast  served  under  this  Act  and 
section  17  of  the  National  School  Lunch 
Act. 

"(5)  Expenditures  of  funds  from  State  and 
local  sources  for  the  maintenance  of  the 
breakfast  program  shall  not  be  diminishe'd 
as  a  result  of  funds  or  commodities  received 
under  paragraph  (3)  or  (4).". 

(b)  Nutrition  Requirements.— (1)  The 
Secretary  of  Agriculture  shall  review  and 
revise  the  nutrition  requirements  for  meals 
served  under  the  breakfast  program  author- 
ized under  the  Child  Nutrition  Act  of  1966 
(42  U.S.C.  1771  et  seq.)  and  section  17  of  the 
National  School  Lunch  Act  (42  U.S.C.  1766) 
to  improve  the  nutritional  quality  of  the 
meals,  taking  into  consideration  both  the 
findings  of  the  National  Evaluation  of 
School  Nutrition  Programs  and  the  need  to 
provide  increased  flexibility  in  meal  plan- 
ning to  local  food  authorities. 

(2)  Not  later  than  180  days  after  the  date 
of  enactment  of  this  Act.  the  Secretary  of 
Agriculture  shall  promulgate  regulations  to 
implement  the  revisions. 
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SEC.  S211.  EXTENSION  OF  OFFER  VERSUS  SERVE 
PROVISION  TO  THE  SCHOOL  BREAK- 
FAST PROGRAM 

Section  4(e)  of  the  Child  Nutrition  Act  of 
1966  (42  U.S.C.  1773(e))  is  amended- 

(1)  by  inserting  "(1)"  after  the  subsection 
designation:  and 

(2)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(2)  At  the  option  of  a  local  school  food 
authority,  a  student  in  a  school  under  the 
authority  that  participates  in  the  school 
breakfast  program  under  this  Act  may  be  al- 
lowed to  refuse  not  more  than  one  item  of  a 
breakfast  that  the  student  does  not  intend 
to  consume.  A  refusal  of  an  offered  food 
item  shall  not  affect  the  full  charge  to  the 
student  for  a  breakfast  meeting  the  require- 
ments of  this  section  or  the  amount  of  pay- 
menU  made  under  this  Act  to  a  school  for 
the  breakfast.". 

SEC.  6212.  STAFFING  STANDARDS 

Section  7  of  the  Child  Nutrition  Act  of 
1966  (42  U.S.C.  1776)  (as  amended  by  section 
103)  is  further  amended— 

(1)  by  striking  out  subsection  (b);  and 

(2)  by  redesignating  subsections  (c) 
through  (i)  as  subsections  (b)  through  (h), 
respectively. 

TITLE  III-SPECIAL  SUPPLEMENTAL  FOOD 
PROGRA.M  FOR  WOMEN,  INFANTS,  AND 
CHILDREN 

SEC.  6301.  COSTS  FOR  NITRITION  SERVICES  AND 
ADMINISTRATION 

(a)  Definitions.— Section  17(b)  of  the 
Child  Nutrition  Act  of  1966  (42  U.S.C. 
1786(b))  is  amended- 

( 1 )  by  striking  out  paragraph  ( 1 ); 

(2)  by  redesignating  paragraphs  (2),  (3), 
and  (4)  as  paragraphs  (1),  (2),  and  (3).  re- 
spectively; and 

(3)  by  inserting  after  paragraph  (3)  (as  so 
redesignated)  the  following  new  paragraph: 

"(4)  Costs  for  nutrition  services  and  ad- 
ministration' means  costs  that  shall  include, 
but  not  be  limited  to.  costs  for  certification 
of  eligibility  of  persons  for  participation  in 
the  program  (including  centrifuges,  measur- 
ing boards,  spectrophotometers,  and  scales 
used  for  the  certification),  food  delivery, 
monitoring,  nutrition  education,  outreach, 
startup  costs,  and  general  administration 
applicable  to  implementation  of  the  pro- 
gram under  this  section,  such  as  the  cost  of 
staff,  transportation,  insurance;  developing 
and  printing  food  instruments,  and  adminis- 
tration of  State  and  local  agency  offices.". 

(b)  Conforming  Amendments.— Section  17 
of  such  Act  is  amended— 

(1)  by  striking  out  "administrative  funds" 
each  place  it  appears  in  subsections  (f)(ll), 
(h)(2).  (h)(3),  and  (h)(4)  and  inserting  in 
lieu  thereof  "funds  for  nutrition  services 
and  administration":  and 

(2)  by  striking  out  "administrative  costs" 
each  place  it  appears  in  subsection  (h)  and 
inserting  in  lieu  thereof  "costs  for  nutrition 
services  and  administration", 

SEC.  6302.  .STATE  ELKIIBILITY  FOR  WIC  FINDS 

(a)  Eligibility.— Section  17(c)  of  the 
Child  Nutrition  Act  of  1966  (42  U.S.C. 
1786(c))  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(4)  A  State  shall  be  ineligible  to  partici- 
pate in  programs  authorized  under  this  sec- 
tion if  the  Secretary  determines  that  State 
or  local  sales  taxes  are  collected  within  the 
State  on  purchases  of  food  made  to  carry 
out  this  section.". 

(b)  Application.— The  amendment  made 
by  subsection  (a)  shall  apply  to  a  State  be- 
ginning with  the  fiscal  year  that  commences 
after  the  end  of  the  first  regular  session  of 
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the  State  legislature  following  the  date  of 
the  enactment  of  this  Act. 

SEC.  6303.  PARTICIPATION  REPORT 

(a)  Biennial  Report.— Section  17(d)  of  the 
Child  Nutrition  Act  of  1966  (42  U.S.C. 
1786(d))  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(4)  The  Secretary  shall  report  biennially 
to  Congress  on— 

"(A)  the  income  and  nutritional  risk  char- 
acteristics of  participants  in  the  program: 

"(B)  participation  in  the  program  by 
members  of  families  of  migrant  farmwork- 
ers; and 

"(C)  such  other  matters  relating  to  par- 
ticipation in  the  program  as  the  Secretary 
considers  appropriate.". 

(b)  Use  of  Evaluation  Funds  for 
Report.— Section  17(g)(3)  of  such  Act  (as 
amended  by  section  104(2)(A))  is  further 
amended  by  inserting  "preparing  the  report 
required  under  subsection  (d)(4),"  after 
"health  benefits,". 

SEC.  6304.  PLAN  OF  OPERATION  ANO  AD.MINISTRA- 
TION 

(a)  Plan.— Paragraph  (1)  of  section  17(f) 
of  the  Child  Nutrition  Act  of  1966  (42  U.S.C. 
1786(f)(1))  is  amended  to  read  as  follows: 

"(1)(A)  Each  State  agency  shall  submit 
annually  to  the  Secretary,  by  a  date  speci- 
fied by  the  Secretary,  a  plan  of  operation 
and  administration  for  a  fiscal  year. 

"(B)  To  be  eligible  to  receive  funds  under 
this  section  for  a  fiscal  year,  a  State  agency 
must  receive  the  approval  of  the  Secretary 
for  the  plan  submitted  for  the  fiscal  year. 
"(C)  The  plan  shall  include— 
"(i)  a  description  of  the  food  delivery 
system  of  the  State  agency  and  the  method 
of  enabling  participants  to  receive  supple- 
mental foods  under  the  program,  to  be  ad- 
ministered in  accordance  with  standards  de- 
veloped by  the  Secretary; 

"(ii)  a  description  of  the  financial  manage- 
ment system  of  the  State  agency; 

"(iii)  a  plan  to  coordinate  operations 
under  the  program  with  special  counseling 
services,  such  as  the  expanded  food  and  nu- 
trition education  program,  immunization 
programs,  prenatal  care,  well-child  care, 
family  planning,  alcohol  and  drug  abuse 
counseling,  child  abuse  counseling,  and  with 
the  aid  to  families  with  dependent  children, 
food  stamp,  and  maternal  and  child  health 
care  programs: 

"(iv)  a  plan  to  provide  program  benefits 
under  this  section  to,  and  to  meet  the  spe- 
cial nutrition  education  needs  of,  eligible 
migrants  and  Indians; 

"(V)  a  plan  to  expend  funds  to  carry  out 
the  program  during  the  relevant  fiscal  year: 
"(vi)  a  plan  to  provide  program  benefits 
under  this  section  to  unserved  and  under- 
served  areas  in  the  State,  if  sufficient  funds 
are  available  to  carry  out  this  clause; 

"(vii)  a  plan  to  provide  program  benefits 
under  this  section  to  eligible  persons  most 
in  need  of  the  benefits  and  to  enroll  eligible 
women  in  the  early  months  of  pregnancy,  to 
the  maximum  extent  practicable;  and 

"(viii)  such  other  information  as  the  Sec- 
retary may  require. 

"(D)  The  Secretary  may  permit  a  State 
agency  to  submit  only  those  parts  of  a  plan 
that  differ  from  plans  submitted  for  previ- 
ous fiscal  years. 

"(E)  The  Secretary  may  not  approve  any 
plan  that  permits  a  person  to  participate  si- 
multaneously in  both  the  program  author- 
ized under  this  section  and  the  commodity 
supplemental  food  program  authorized 
under  sections  4  and  5  of  the  Agriculture 
and  Consumer  Protection  Act  of  1973  (7 
U.S.C.  612c  note).". 


(b)  Application.— The  amendment  made 
by  subsection  (a)  shall  apply  to  a  plan  sub- 
mitted by  a  State  agency  under  section 
17(f)(1)  of  the  Child  Nutrition  Act  of  1966 
for  the  fiscal  year  ending  September  30, 
1987,  and  each  fiscal  year  thereafter. 

SEC.  S305.  PIBLIC  COM.MENT 

Paragraph  (2)  of  section  17(f)  of  the  Child 
Nutrition  Act  of  1966  (42  U.S.C.  1786(f)(2)) 
is  amended  to  read  as  follows: 

"(2)  A  State  agency  shall  establish  a  pro- 
cedure under  which  members  of  the  general 
public  are  provided  an  opportunity  to  com- 
ment on  the  development  of  the  State 
agency  plan.". 

SEC.  6306.  AVAILABILITY  OF  PROiiRAM  BENEFITS 

Paragraph  (8)  of  section  17(f)  of  the  Child 
Nutrition  Act  of  1966  (42  U.S.C.  1786(f)(8)) 
is  amended  to  read  as  follows: 

■(8)(A)  The  State  agency  shall,  in  coop- 
eration with  participating  local  agencies, 
publicly  announce  and  distribute  informa- 
tion on  the  availability  of  program  benefits 
(including  the  eligibility  criteria  for  partici- 
pation and  the  location  of  local  agencies  op- 
erating the  program)  to  offices  and  organi- 
zations that  deal  with  significant  numbers 
of  potentially  eligible  persons  (including 
health  and  medical  organizations,  hospitals 
and  clinics,  welfare  and  unemployment  of- 
fices, social  service  agencies,  farmworker  or- 
ganizations, Indian  tribal  organizations,  and 
religious  and  community  organizations  in 
low  income  areas). 

■(B)  The  information  shall  be  publicly  an- 
nounced by  the  State  agency  and  by  local 
agencies  at  least  annually. 

"(C)  The  State  agency  and  local  agencies 
shall  distribute  the  information  in  a  manner 
designed  to  provide  the  information  to  po- 
tentially eligible  persons  who  are  most  in 
need  of  the  benefits,  including  pregnant 
women  in  the  early  months  of  pregnancy.". 

SEC.  6307.  REPAYMENT  OF  CERTAIN  BENEFITS  BY 
RECIPIENTS 

Effective  October  1.  1986.  section  17(f)  of 
the  Child  Nutrition  Act  of  1966  (42  U.S.C. 
1786(f))  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(15)  If  a  State  agency  determines  that  a 
member  of  a  family  has  received  an  overis- 
suance  of  food  benefits  under  the  program 
authorized  by  this  section  as  the  result  of 
such  member  intentionally  making  a  false 
or  misleading  statement  or  intentionally 
misrepresenting,  concealing,  or  withholding 
facts,  the  State  agency  shall  recover,  in 
cash,  from  such  member  an  amount  that 
the  State  agency  determines  is  equal  to  the 
value  of  the  overissued  food  benefits,  unless 
the  State  agency  determines  that  the  recov- 
ery of  the  benefits  would  not  be  cost  effec- 
tive.". 

SEC.    6308.    PRIORITY    FINDS    FOR    WIC    MIGRANT 
PROGRAMS 

(a)  Priority  Funding.- Effective  October 
1,  1986,  section  17(g)  of  the  Child  Nutrition 
Act  of  1966  (42  U.S.C.  1786(g))  (as  amended 
by  section  104(2)(A))  is  further  amended  by 
inserting  after  paragraph  (1)  the  following 
new  paragraph: 

"(2)  Of  the  sums  appropriated  for  any 
fiscal  year  for  programs  authorized  under 
this  section,  not  less  than  nine-tenths  of  1 
percent  shall  be  available  first  for  services 
to  eligible  members  of  migrant  populations. 
The  migrant  services  shall  be  provided  in  a 
manner  consistent  with  the  priority  system 
of  a  State  for  program  participation.". 

(b)  Accountability.— To  the  extent  possi- 
ble, accountability  for  migrant  services 
under  section  17(g)(2)  of  the  Child  Nutri- 
tion Act  of  1966  (as  added  by  subsection  (a)) 
shall   be   conducted   under   regulations   in 


effect  on  the  date  of  the  enactment  of  this 
Act. 

SEC.  6309.  IMPROVING  STATE  AGENCY  ADMINISTRA- 
TIVE SYSTEMS 

Section  17(g)(3)  of  the  Child  Nutrition  Act 
of  1966  (42  U.S.C.  1786(g)(3))  (as  amended 
by  sections  104(2>(A)  and  303(b))  is  further 
amended  by  inserting  "providing  technical 
assistance  to  Improve  State  agency  adminis- 
trative systems,"  after  "subsection  (d)(4),". 

SEC.  6310.  PAPERWORK  REDICTION 

Section  17(h)(1)  of  the  Child  Nutrition 
Act  of  1966  (42  U.S.C.  1786(h)(1))  Is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing new  sentence:  "The  Secretary  shall  limit 
to  a  minimal  level  any  documentation  re- 
quired under  the  preceding  sentence.". 

SEC.  6311.  ALLOCATION  STANDARDS 

Section  17(h)(3)  of  the  Child  Nutrition 
Act  of  1966  (42  U.S.C.  1786(h)(3))  Is  amend- 
ed- 

( 1 )  In  the  second  sentence,  by  striking  out 
",  which  satisfy  allocation  guidelines  estab- 
lished by  the  Secretary";  and 

(2)  by  striking  out  the  last  sentence. 

SEC.  6312.  ADVANCE  PAYMENTS 

Effective  October  1,  1986,  section  17(h)(4) 
of  the  Child  Nutrition  Act  of  1966  (42  U.S.C. 
1786(h)(4))  is  amended  by  striking  out 
"shall"  and  Inserting  in  lieu  thereof  "may". 

SEC.  6313.  AVAILABILITY  OF  FCNDS 

(a)  Availability.— Section  17(1)  of  the 
Child  Nutrition  Act  of  1966  (42  U.S.C 
1786(i))  is  amended— 

(1)  by  designating  the  first,  second,  third, 
fourth,  and  fifth  sentences  as  paragraphs 
(1),  (2),  (4),  (5),  and  (6),  respectively:  and 

(2)  by  inserting  after  paragraph  (2)  (as  so 
designated)  the  following  new  paragraph: 

•(3)(A)  Notwithstanding  paragraph  (2)— 

"(I)  not  more  than  1  percent  of  the 
amount  of  funds  allocated  to  a  State  agency 
under  this  section  for  supplemental  foods 
for  a  fiscal  year  may  be  expended  by  the 
State  agency  for  expenses  incurred  under 
this  section  for  supplemental  foods  during 
the  preceding  fiscal  year:  or 

"(ID  not  more  than  1  percent  of  the 
amount  of  funds  allocated  to  a  State  agency 
for  a  fiscal  year  under  this  section  may  be 
expended  by  the  State  agency  during  the 
subsequent  fiscal  year. 

•(B)  Any  funds  made  available  to  a  State 
agency  in  accordance  with  subparagraph 
(A)(ii)  for  a  fiscal  year  shall  not  affect  the 
amount  of  funds  allocated  to  the  State 
agency  for  such  year.". 

(b)  AppLidATiON.— Section  17(i)(3)'A)(i)  of 
the  Child  Nutrition  Act  of  1966  (as  amended 
by  subsection  (a)>  shall  not  apply  to  appro- 
priations made  before  the  date  of  enact- 
ment of  this  Act. 

TITLE  IV— OTHER  MTRITION  PROGRAMS 

SE(  .  6401.  HEARINGS  ON  FEDERAL  Al'DIT  ACTIONS 
INDER  THE  CHILD  CARE  FOOD  PRO- 
GRAM 

Section  17(e)  of  the  National  School 
Lunch  Act  (42  U.S.C.  1766(e))  Is  amended— 

(1)  by  striking  out  "The"  and  inserting  in 
lieu  thereof  "(1)  Except  as  provided  In  para- 
graph (2),  the":  and 

(2)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraphs: 

•(2)  A  State  is  not  required  to  provide  a 
hearing  to  an  Institution  concerning  a  State 
action  taken  on  the  basis  of  a  Federal  audit 
determination. 

"(3)  If  a  State  does  not  provide  a  hearing 
to  an  Institution  concerning  a  State  action 
taken  on  the  basis  of  a  Federal  audit  deter- 
mination, the  Secretary,  on  request,  shall 
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afford  a  hearing  to  the  Institution  concern- 
ing the  action. ". 

SEC.     M02.     BASIS     FOR     NITRITION     EDICATION 
GRANTS 

Section  19<j)(2)  of  the  Child  Nutrition  Act 
of  1966  (42  U.S.C.  1788(j)(2))  is  amended  by 
striking  out  '$75,000"  each  place  it  appears 
and  inserting  in  lieu  thereof  "$50,000  ". 

SEC.  U03.  EXTENSION  OE  ALTERNATIVE  MEANS  OF 
ASSISTANCE 

Section  14  of  the  National  School  Lunch 
Act  (42  U.S.C.  1762a)  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsec- 
tion: 

"(gMl)  As  used  in  this  subsection,  the 
term  'eligible  school  district'  has  the  same 
meaning  given  such  term  in  section  1581(a) 
of  the  Pood  Security  Act  of  1985. 

"(2)  In  accordance  with  the  terms  and 
conditions  of  section  1581  of  such  Act,  the 
Secretary  shall  permit  an  eligible  school  dis- 
trict to  continue  to  receive  assistance  in  the 
form  of  cash  or  commodity  letters  of  credit 
assistance,  in  lieu  of  commodities,  to  carry 
out  the  school  lunch  program  operated  in 
the  district. 

"(3)(A)  On  request  of  a  participating 
school  district  (and  after  consultation  with 
the  Comptroller  General  of  the  United 
States  with  respect  to  accounting  jproce- 
dures  used  to  determine  any  losses)  and  sub- 
ject to  the  availability  of  funds,  the  Secre- 
tary shall  provide  cash  compensation  to  an 
eligible  school  district  for  losses  sustained 
by  the  district  as  a  result  of  the  alteration 
of  the  methodology  used  to  conduct  the 
study  referred  to  in  section  1581(a)  of  such 
Act  during  the  school  year  ending  June  30, 
1983. 

"(B)  There  are  authorized  to  be  appropri- 
ated $50,000  to  carry  out  out  this  para- 
graph, to  be  available  without  fiscal  year 
limitation.". 

SEC.  M04.  NATIONAL  DONATED  COMMODITY  PROC- 
ESSING PROGRAMS 

In  accordance  with  the  terms  and  condi- 
tions of  section  1114(a)(2)  of  the  Agriculture 
and  Pood  Act  of  1981  (7  U.S.C.  1431e(a)(2)), 
whenever  a  commodity  is  made  available 
without  charge  or  credit  under  any  nutri- 
tion program  administered  by  the  Secretary 
of  Agriculture,  the  Secretary  shall  encour- 
age consumption  of  the  commodity  through 
agreements  with  private  companies  under 
which  the  commodity  is  reprocessed  into 
end-food  products  for  use  by  eligible  recipi- 
ent agencies. 

TITLE  V— TECHNICAL  CORRECTIONS 
SEC.  «501.  OBSOLETE  PROVISIONS 

(a)  Nutrition  Program  Staff  Study: 
Trust  Territory  Appropriations.— ( 1 )  Sec- 
tions 18  and  19  of  the  National  School 
Lunch  Act  (42  U.S.C.  1767  and  1768)  are  re- 
pealed. 

(2)  The  first  sentence  of  section  3  of  such 
Act  (42  U.S.C.  1752)  is  amended  by  striking 
out  "sections  13,  17.  and  19  "  and  inserting  in 
lieu  thereof  "sections  13  and  17". 

(b)  Study  of  Menu  Choice.— Section  22  of 
such  Act  (42  U.S.C.  1769c)  (as  added  by  sec- 
tion 9  of  the  Child  Nutrition  Amendments 
of  1978  (92  Stat.  3623))  is  repealed. 

(c)  Conforming  Amendments.— (1)  The 
National  School  Lunch  Act  (as  amended  by 
sections  207  and  208(a)  and  subsection  (b)) 
is  further  amended  by  redesignating  sec- 
tions 20,  21.  and  22  (42  U.S.C.  1769,  1769a. 
and  1769b)  as  sections  18,  19,  and  20.  respec- 
tively. 

(2)  Clause  (3)  of  the  first  sentence  of  sec- 
tion 6(a)  of  such  Act  (42  U.S.C.  1755(a))  is 
amended  by  striking  out  "section  20"  and  in- 
serting in  lieu  thereof  "section  18  ". 


SEC.    6502.    OBSOLETE    REFERENCES   TO    HEALTH, 
EDICATION.  AND  WELFARE 

(a)  References  in  National  School 
Lunch  Act.— Clause  (1)  of  the  sixth  sen- 
tence of  section  17(a)  of  the  National  School 
Lunch  Act  (42  U.S.C,  1766(a))  is  amended 
by  striking  out  "Health,  Education,  and 
Walfare"    and    inserting    in    lieu    thereof 

"Health  and  Human  Services  ". 

(b)  References  in  Child  Nutrition  Act 
OF  1966.— (1)  The  Child  Nutrition  Act  of 
1966  is  amended  by  striking  out  "Health. 
Education,  and  Welfare"  each  place  it  ap- 
pears in  section  4(a)  (42  U.S.C.  1773(a)).  sub- 
sections (b)(6).  (b)(13).  (e)(2).  (k)(l).  and 
(k)(2)  of  section  17  (42  U.S.C.  1786).  and 
subsections  (d)(2)  and  (d)(3)  of  section  19 
(42  U.S.C.  1788)  and  inserting  in  lieu  thereof 

"Health  and  Human  Services". 

(2)  Section  19(j)(3)  of  the  Child  Nutrition 
Act  of  1966  (42  U.S.C.  1788(j)(3))  is  amended 
by  striking  out  "Office  of  Education  of  the 
Department  of  Health.  Education,  and  Wel- 
fare'" and  inserting  in  lieu  thereof  "Depart- 
ment of  Education". 

SEC.  6503.  CONFORMING  A.MENDMENTS 

(a)  Definition  of  Secretary.— Section 
12(d)  of  the  National  School  Lunch  Act  (42 
U.S.C.  1760(d))  is  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 

""(8)  "Secretary"  means  the  Secretary  of 
Agriculture.". 

(b)  Redesignation  op  Subsection.— Sec- 
tion 19  of  the  Child  Nutrition  Act  of  1966 
(42  U.S.C.  1788)  (as  amended  by  sections 
105,  402,  and  502(b)(2))  is  further  amended 
by  redesignating  subsection  (j)  as  subsection 
(i). 

motion  offered  by  MR.  ASPIN 

Mr.  ASPIN.  Mr.  Speaker,  I  offer  a 
motion. 

The  SPEAKER.  The  Clerk  will 
report  the  motion. 

The  Clerk  read  as  follows: 

Mr.  AsPiN  moves  to  strike  out  all  after  the 
enacting  clause  of  the  Senate  bill,  S.  2638, 
and  to  insert  in  lieu  thereof  the  provisions 
of  H.R.  4428,  as  passed  by  the  House,  as  fol- 
lows: 

SECTIOS  I  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "National  De- 
fense Authorization  Act  for  Fiscal  Year 
1987". 

SEC.  2.  OROANIZATIOS. 

This  Act  is  divided  into  five  divisions  as 
follows: 

(1)  Division  A— Department  of  Defense  Au- 
thorization. 

(2)  Division  B— Military  CoTistruction  Au- 
thorization. 

13)  Division  C— Other  National  Defense 
Authorizations. 

(4)  Division  D— Department  of  Defense  Re- 
organization. 

(5)  Division  E— Miscellaneous  General 
Provisions. 

DIVISION  A— DEPARTMENT  OF  DEFENSE 
AVTHORIZATION 

SEC.  IM.  SHORT  TITLE. 

This  division  may  be  cited  as  the  "Depart- 
ment  of  Defense  Authorization  Act,  1987". 
TITLE  I— PROCUREMENT 
Part  A— Funding  Authorizations 

SEC  III.  ARMY. 

(a)  Authorization  of  Appropriations.— 
Funds  are  hereby  authorized  to  be  appropri- 
ated for  fiscal  year  1987  for  procurement  for 
the  Army  as  follows: 

HI  For  aircraft,  $2,741,700,000. 

(21  For  missiles,  $2,391,900,000. 


(3)  For  weapons  and  tracked  combat  vehi- 
cles, $3,924,300,000. 

(4)  For  ammunition,  $2,100,600,000. 

(5)  For  other  procurement,  $5,150,900,000, 
of  which— 

(A)  $824,900,000  is  for  tactical  and  support 
vehicles: 

(Bl  $2,861,500,000  is  for  communications 
and  electronics  equipment;  and 

(C)  $1,464,500,000  is  for  other  support 
equipment. 

fbJ  Limitation  on  Obligations.— The  maxi- 
mum amount  that  may  be  obligated  from  a 
procurement  account  of  the  Army  for  fiscal 
year  1987  is  the  amount  authorized  to  be  ap- 
propriated for  such  account  under  subsec- 
tion taJ  plus  the  following: 

(1)  For  aircraft,  $22,200,000. 

12)  For  missiles,  $0. 

13)  For  weapons  and  tracked  combat  vehi- 
cles, $0. 

(41  For  ammunition,  $0. 

(51  For  other  procurement,  $47,600,000. 

SEC.  102.  SA  VY  A.W  MARINE  CORPS. 

(a)  Aircraft.— ( 1 )  Funds  are  hereby  au- 
thorized to  be  appropriated  for  procurement 
of  aircraft  for  the  Navy  for  fiscal  year  1987 
in  the  amount  of  $9,758,000,000. 

(2)  The  maximum  amount  that  may  be  ob- 
ligated for  procurement  of  aircraft  for  the 
Navy  for  fiscal  year  1987  is  the  amount  au- 
thorized to  be  appropriated  under  para- 
graph (1). 

(b)  Weapons.— (1)  Funds  are  hereby  au- 
thorized to  be  appropriated  for  fiscal  year 
1987  in  the  total  amount  of  $5,587,600,000 
for  procurement  of  weapons  (including  mis- 
siles and  torpedoes)  for  the  Navy. 

(2)  Funds  appropriated  or  otherwise  made 
available  for  procurement  of  weapons  (in- 
cluding missiles  and  torpedoes)  for  the  Navy 
for  fiscal  year  1987  may  not  be  obligated  in 
excess  of  the  following  amounts: 

(A)  For  missile  programs,  $4,538,400,000. 

(B)  For  torpedo  programs: 

For  the  MK-48  torpedo  program, 
$214,800,000. 

For  the  MK-46  torpedo  program, 
$97,900,000. 

For  the  MK-60  CAPTOR  mine  program, 
$59,500,000. 

For  the  MK-50  torpedo  program, 
$94,900,000. 

For  the  antisubmarine  rocket  (ASROC) 
program,  $13,600,000. 

For  the  vertical  Launched  ASROC  pro- 
gram, $74,300,000. 

For  the  modification  of  torpedoes  and  re- 
lated equipment,  $97,700,000. 

For  the  torpedo  support  equipment  pro- 
gram, $32,500,000. 

For  the  antisubmarine  warfare  range  sup- 
port progrartu  $20,100,000. 

(C)  For  other  weapons: 

For  the  MK-15  close-in  weapon  system 
program,  $105,600,000. 

For  the  MK-75  76-millimeter  gun  mount 
program,  $14,900,000. 

For  other  weapons  programs,  $72,700,000. 

(D)  For  spares  and  repair  parts, 
$150,700,000. 

(c)  Shipbuilding  and  Conversion.— (1) 
Funds  are  hereby  authorized  to  be  appropri- 
ated for  fiscal  year  1987  for  shipbuilding 
and  conversion  for  the  Navy  in  the  total 
amount  of  $9,153,900,000. 

(2)  Funds  appropriated  or  otherwise  made 
available  for  shipbuilding  and  conversion 
for  fiscal  year  1987  may  not  be  obligated  in 
excess  of  the  following  amounts: 

For  the  SSN-688  nuclear  attack  submarine 
program,  $2,332,600,000. 
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For  the  SSN-21  nuclear  attack  submarine 
program,  $454,300,000. 

For  the  aircraft  carrier  service  life  exten- 
sion program  (SLEPJ,  $83,500,000. 

For  the  CG-47  Aegis  cruiser  program, 
$2,725,600,000. 

For  the  DDG-Sl  guided  missile  destroyer 
program,  $1,750,100,000. 

For  the  LHD-1  amphibious  assault  ship 
program,  $232,000,000. 

For  the  TAO-187  fleet  oiler  program, 
$275,500,000. 

For  the  TAGOS  ocean  surveillance  ship 
program,  $98,300,000. 

For  the  AOE  fast  combat  support  ship  pro- 
gram, $612,700,000. 

For  the  oceanographic  research  ship  pro- 
gram, $33,000,000. 

For  the  strategic  sealift  and  sealift  en- 
hancement ready  reserve  program, 
$48,500,000. 

For  the  TAGS  auxiliary  crane  ship  pro- 
gram, $61,100,000. 

For  service  craft  and  landing  craft, 
$58,900,000. 

For  ship  contract  design.  $69,400,000. 

For  outfitting  and  post  delivery. 
$393,900,000. 

(d)  Other  Procurement,  Naw.—(1)  Funds 
are  hereby  authorized  to  be  appropriated  for 
fiscal  year  1987  for  other  procurement  for 
the  Navy  in  the  amount  of  $5,848,000,000. 

(2)  Funds  appropriated  or  otherwise  made 
available  for  other  procurement  for  the 
Navy  for  fiscal  year  1987  may  not  be  obligat- 
ed in  excess  of  the  following  amounts: 

(A)  For  the  ship  support  equipment  pro- 
gram, $990,400,000. 

(B)  For  the  communications  and  electron- 
ics equipment  program,  $1,910,700,000. 

(C)  For  aviation  support  equipment. 
$735,800,000. 

(D)  For  the  ordnance  support  equipment 
program,  $1,169,100,000,  of  which 
$54,000,000  is  available  only  for  procure- 
ment of  six  Coherent  Receiver  Transmitter 
production  kits  for  the  MK-92  system. 

(E)  For  civil  engineering  support  equip- 
ment, supply  support  equipment,  and  com- 
mand support  equipment,  $739,600,000. 

(F)  For  spares  and  repair  parts, 
$302,400,000. 

(e)  Marine  Corps.— (1)  Funds  are  hereby 
authorized  to  be  appropriated  for  fiscal  year 
1987  for  procurement  for  the  Marine  Corps 
in  the  amount  of  $1,497,100,000. 

(2)  Funds  appropriated  or  otherwise  made 
available  for  procurement  for  the  Marine 
Corps  for  fiscal  year  1987  may  not  be  obli- 
gated in  excess  of  the  amount  authorized  to 
be  appropriated  in  paragraph  (H. 

SEC.  103.  AIR  FORCE. 

(at  Authorization  of  Appropriations.— 
Funds  are  hereby  authorized  to  be  appropri- 
ated for  fiscal  year  1987  for  procurement  of 
aircraft  and  missiles  and  for  other  procure- 
ment for  the  Air  Force  as  follows: 

(1)  For  aircraft,  $17,237,200,000. 

(2 J  For  missiles.  $6,071,000,000. 

(3)  For  other  procurement,  $8,854,800,000, 
of  which— 

(A)  $975,400,000  is  for  munitions  and  asso- 
ciated support  equipment; 

(B)  $300,200,000  is  for  vehicular  equip- 
ment; 

(CJ  $2,142,900,000  is  for  electronics  and 
telecommunications  equipment;  and 

(D)  $5,535,100,000  is  for  other  base  mainte- 
nance and  support  equipment 

(b)  Limitation  on  Obligations.— The  maxi- 
mum amount  that  may  be  obligated  from  a 
procurement  account  of  the  Air  Force  for 
fiscal  year  1987  is  the  amount  authorized  to 
be  appropriated  for  such  account  under  sub- 
section (al  plus  the  following: 


(1)  For  aircraft  $423,200,000. 

(2)  For  missiles,  $61,800,000. 

(3)  For  other  procurement  $98,800,000. 

SEC.  194.  DEFESSE  AGESCIES. 

(a)  Authorization  of  Appropriations.— 
Funds  are  hereby  authorized  to  be  appropri- 
ated for  fiscal  year  1987  for  the  Defense 
Agencies  in  the  amount  of  $1,406,200,000. 

(bl  Limitation  of  Obligation.— Funds  ap- 
propriated or  otherwise  made  available  for 
procurement  for  fiscal  year  1987  for  the  De- 
fense Agencies  may  not  be  obligated  in 
excess  of  the  amount  authorized  to  be  appro- 
priated in  subsection  (a). 

SEC.  Its.  AMOIST FOR  ClARD  ASV  RESERVE  EQCIP- 
MENT. 

(a)  FY87  Limitation  on  Obligations  for 
Un-budgeted  Items.— Of  the  amount  appro- 
priated or  otherwise  made  available  to  the 
Department  of  Defense  for  fiscal  year  1987 
for  procurement  not  more  than  $509,100,000 
may  be  obligated  or  expended  for  procure- 
ment of  equipment  for  the  reserve  compo- 
nents of  the  Armed  Forces  (including  the 
National  Guard)  for  items  not  included  in 
the  President's  budget  for  fiscal  year  1987,  as 
set  forth  in  the  budget  justification  docu- 
ments submitted  to  Congress  in  support  of 
the  budget  request  for  the  Department  of  De- 
fense. 

(bl  Future  Budget  Requests  for  Guard 
AND  Reserve  Equipment.— Section  138  of 
title  10,  United  States  Code,  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tiorv 

"(j)  In  each  budget  submitted  by  the  Presi- 
dent to  Congress  under  section  1105  of  title 
31.  amounts  requested  for  procurement  of 
equipment  for  the  reserve  components  of  the 
armed  forces  (including  the  National 
Guard)  shall  be  set  forth  separately  from 
other  amounts  requested  for  procurement 
for  the  armed  forces. ". 

SEC  m.  AITHORIZATIOS  OF  APPROPRIATIOSS  FOR 
CHEMICAL  DEMIUTARIZATIOS  PRO- 
ORAM. 

(a)  Authorization  of  Appropriations.— 
Funds  are  hereby  authorized  to  be  appropri- 
ated to  the  Secretary  of  Defense  for  fiscal 
year  1987  for  the  destruction  of  lethal  chemi- 
cal agents  and  munitions  in  accordance 
with  section  1412  of  the  Department  of  De- 
fense Authorization  Act  1986  (Public  Law 
99-145:  99  Stat  747).  in  the  amount  of 
$120,100,000. 

(b)  Limitation  of  Obligation.— Funds  ap- 
propriated or  otherwise  made  available  for 
procurement  for  fiscal  year  1987  for  the  pro- 
gram described  in  subsection  (a)  may  not  be 
obligated  in  excess  of  the  amount  authorized 
to  be  appropriated  in  that  subsection. 

SEC.  m.  STRATEGIC  BOMBER  COSTISGENCY  FVSD. 

(a)  Designation  of  Fund.—(1)  The  amount 
of  $200,000,000  described  in  paragraph  (2) 
shall  be  administered  as  a  Strategic  Bomber 
Contingency  Fund  in  accordance  with  this 
sectioru 

(2)  Of  amounts  appropriated  for  procure- 
ment of  aircraft  for  the  Air  Force  for  fiscal 
year  1985  that  remain  available  for  obliga- 
tiOTU  $200,000,000  shall  be  available  only  for 
the  purpose  of  the  Strategic  Bomber  Contin- 
gency Fund  under  this  section. 

(b)  Authorized  Uses  of  Amounts  in 
Fund.— 

(1)  Obugation  for  additional  long-lead 
items  for  b-ib  AiRCRAFT.-Subject  to  subsec- 
tion (el,  the  Strategic  Bomber  Contingency 
Fund  shall  be  available  for  procurement  of 
long-lead  production  components  and  sub- 
systems for  the  B-1  aircraft  The  Secretary 
of  Defense  shall  obligate  not  less  than 
$100,000,000  of  such  amount  for  procure- 
ment of  such  components  and  subsystems 
not  later  than  30  days  after  the  later  of— 


(A)  October  1,  1986,  or 

(B)  the  date  of  the  enactment  of  an  appro- 
priation law  referred  to  in  subsection  (e). 

(2)  Competitive  alternative  sources  for 
ATB.—The  Secretary  of  Defense  (subject  to 
subsection  (e))  may  use  amounts  in  the  Stra- 
tegic Bomber  Contingency  Fund  not  used 
for  the  purpose  described  in  paragraph  (1) 
to  establish  competitive  alternative  sources 
for  the  Advanced  Technology  Bomber 

(cl  Report  on  ATB  PROORAM.-Not  later 
than  February  1,  1987,  the  Secretary  of  De- 
fense shall  submit  to  the  Committees  on 
Armed  Services  of  the  Senate  and  House  of 
Representatives  a  report  concerning  the 
progress  of  the  Advanced  Technology 
Bomber  program. 

(d)  Report  on  Use  of  Funds.— Not  later 
than  March  1,  1987,  the  Secretary  of  Defense 
shall  submit  to  such  committees  a  report  on 
the  plans  of  the  Secretary  for  unobligated 
funds  forming  the  balance  of  the  Strategic 
Bomber  Contingency  Fund  (beyond  the 
amount  required  to  be  obligated  under  sub- 
section (b)(1)  and  other  amounts  obligated 
under  subsection  (bl).  Such  report  shall  de- 
scribe whether,  and  to  what  extent  the  Sec- 
retary plans  to— 

(1)  use  such  funds  for  a  purpose  described 
in  subsection  (b);  or 

(2)  seek  the  submittal  of  a  rescission  with 
respect  to  such  funds. 

(e)  Authority  Subject  to  Appropriation 
Acts.— The  authority  to  obligate  funds  form- 
ing the  Strategic  Bomber  Contingency  Fund 
is  effective  only  to  the  extent  provided  in  an 
appropriation  law  enacted  after  the  date  of 
the  enactment  of  this  Act 

(f)  Limitation  on  Total  Number  of  B-1 
Aircraft.— The  Secretary  of  Defense  may  not 
obligate  or  expend  funds  for  the  assembly  or 
integration  of  more  than  100  B-1  aircraft 

(g)  Congressional  Notice.— This  section  is 
subject  to  section  1512  of  the  Department  of 
Defense  Authorization  Act  1985  (Public 
Law  98-525:  98  Stat  2627). 

SEC.  lOS.  ADVASCED  TECHSOLOGY  BOMBER. 

(a)  Limitation  on  Amount  Available  for 
FY87.—(1)  The  Secretary  of  Defense  may  not 
obligate  funds  appropriated  pursuant  to  au- 
thorizations in  this  Act  for  the  Advanced 
Technology  Bomber  program  in  an  amount 
greater  than  the  amount  appropriated  for 
such  program  for  fiscal  year  1986  unless— 

(A)  the  Secretary  prepares  an  acquisition 
strategy  for  such  program;  and 

(B)  the  Secretary  submits  to  the  Commit- 
tees on  Armed  Services  of  the  Senate  and 
House  of  Representatives  a  report  describing 
the  acquisition  strategy  for  such  program. 

(2)  If  the  Secretary  proposes  to  revise  the 
acquisition  strategy  prepared  under  para- 
graph (1)  after  the  report  on  that  strategy  is 
submitted  under  that  paragraph,  the  Secre- 
tary shall  submit  to  the  committees  a  report 
describing  the  proposed  revision.  Such  a  re- 
vision may  not  be  implemented  until  60 
days  after  the  date  on  which  the  report  on 
the  revision  is  received  by  those  committees. 

(3)  The  Secretary  shall  ensure  that  con- 
tracts for  the  Advanced  Technology  Bomber 
program  are  axoarded  in  accordance  with 
the  acquisition  strategy  for  the  program. 

(b)  Competitive  Alternative  Sources.— d) 
The  acquisition  strategy  prepared  under 
subsection  (a)  for  the  Advanced  Technology 
Bomber  program  shall  provide  that  there 
will  be  competitive  alternative  sources 
available  for  the  system  (and  each  major 
subsystem)  under  the  program  during  the 
production  stage. 

(2)  In  carrying  out  this  subsection,  the 
Secretary  may  provide  that  the  requirement 
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Sor  competitive  alternative  sources  for  a 
system  or  subsystem  is  satisfied  even  though 
the  sources  for  that  system  or  subsystem  do 
not  develop  or  produce  identical  systems  if 
the  systems  developed  or  produced  serve 
similar  functions  and  compete  effectively 
vnth  each  other. 

fc)  Waiver  AvTHORiTY.—tl)  In  preparing 
on  acquisition  strategy  under  subsection 
<a>,  the  Secretary  may  waive  part  or  all  of 
subsection  (b)  xoith  respect  to  production 
under  the  program  if  the  Secretary  deter- 
mines that  the  application  of  that  subsec- 
tion to  production  under  the  program— 

<A)  would  increase  the  total  cost  for  the 
program; 

IB>  would  result  in  unacceptable  delays  in 
fulfilling  the  needs  of  the  Department  of  De- 
fense: or 

(Cl  would  be  adverse  to  the  national  secu- 
rity interests  of  the  United  States. 

12)  If  the  Secretary  grants  a  waiver  under 
paragraph  (1),  the  report  submitted  under 
subsection  (a)  with  respect  to  the  acquisi- 
tion strategy  for  the  Advanced  Technology 
Bomber  program— 

lA)  shall  include  notice  that  the  waiver 
has  been  made;  and 

<B)  shall  set  forth  the  reasons  for  the 
toaiver,  together  xoith  supporting  documen- 
tation of  comparative  cost  and  schedule  es- 
timates and  other  background  material 

(dl  Financial  Analysis.— id  The  Secretary 
of  Defense  shall  conduct  a  detailed  financial 
analysis  on  the  projected  cost  of  procure- 
ment of  132  advanced  technology  bomber 
aircraft  On  the  basis  of  such  analysis,  the 
President  shall  certify  to  Congress  the  pro- 
jected cost  of  such  procurement  Such  certi- 
fication shall  be  submitted  with  the  submit- 
tal to  Congress  of  the  President's  budget  for 
fiscal  year  198S  budget 

(2)  Not  more  than  60  days  after  the  date  of 
the  enactment  of  the  Department  of  Defense 
Appropriation  Act  for  fiscal  year  1987.  the 
Secretary  shall  submit  to  Congress  a  written 
report  setting  forth  the  results  of  the  analy- 
sis required  under  paragraph  (1).  The  Secre- 
tary shall  include  in  such  report  the  current 
estimate  of  the  projected  total  cost  for  the 
procurement  of  132  advanced  technology 
bombers. 

13)  The  Secretary  shall  transmit  a  copy  of 
the  report  under  paragraph  12)  to  the  Comp- 
troller General  of  the  United  States  for 
review  and  shall  make  available  to  the 
Comptroller  General  icoTisistent  with  those 
provisions  of  title  31,  United  States  Code,  re- 
placing the  Budget  and  Accounting  Act 
1921.  and  provisions  of  law  contained  in  the 
amendments  made  by  Public  Law  96-226) 
such  additional  data  and  information  as 
the  Comptroller  General  requires  for  the 
purposes  of  such  review.  Such  data  and  in- 
formation as  the  Comptroller  General  re- 
ceives under  this  section  shall  not  be  dis- 
closed to  anyone  other  than  those  persons 
specially  agreed  upon  by  the  Comptroller 
General  and  the  Secretary  of  Defense  to 
have  access  to  that  data  and  information. 
Any  report  by  the  Comptroller  General  con- 
cerning data  and  information  provided  pur- 
suant to  this  section  may,  consistent  with 
the  classification  of  such  report  be  provided 
to  Congress  and  shall  be  prepared  with  due 
regard  to  the  sensitivity  of  the  information 
received  in  such  matter  as  to  avoid  disclo- 
sure of  data  which  could  adversely  affect  on- 
going contract  negotiations  or  the  national 
security. 

fe)  Definition.— In  this  section,  the  term 
"major  subsystem",  with  respect  to  the  Ad- 
vanced Technology  Bomber  program,  means 
a  subsystem  of  the  system  developed  under 
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such  program  that  is  purchased  directly  by 
the  United  States  and  for  which— 

(1)  the  amount  estimated  by  the  Secretary 
of  Defense  for  research,  development  test 
and  evaluation  is  10  percent  or  more  of  the 
amount  specified  in  section  139a(a)(l)IB)  of 
this  title  as  the  research,  development  test 
and  evaluation  expenditure  threshold  for  a 
major  defense  acquisition  program;  or 

(2)  the  amount  estimated  by  the  Secretary 
of  Defense  for  production  is  10  percent  or 
more  of  the  amount  specified  in  that  section 
as  the  production  expenditure  threshold  for 
a  major  defense  acquisition  program. 

SEC.  Its.  EXTE.\SIO\  OF  AVTHORITY  PROVIDED  THE 
SECRETARY  OF  DEFE\SE  l.\  COWEC- 
TION  WITH  THE  SATO  AIRBORSE 
WARSINC,  ASD  CONTROL  SYSTEM 
(AWACS)  PROGRAM. 

Effective  on  October  1,  1986,  section 
103(a)  of  the  Department  of  Defense  Author- 
ization Act  1982  (Public  Law  97-86;  95  Stat 
1100),  is  amended  by  striking  out  'fiscal 
year  1986"  both  places  it  appears  and  insert- 
ing in  lieu  thereof  fiscal  year  1987". 

SEC  lit.  Ml'LTIYEAR  CO.yrRACTS  FOR  FISCAL  YEAR 

(a)  Army.—(1)  The  Secretary  of  the  Army 
may  not  enter  into  a  multiyear  contract  for 
procurement  for  the  UH-60A  Black  Hawk 
and  EH-60A  Quick  Fix  Airframe  Program. 

(2)  The  Secretary  of  the  Army  may  enter 
into  a  multiyear  contract  under  section 
2306(h)  of  title  10,  United  States  Code,  for 
the  following  programs: 

(A)  Patriot  Missile  system. 

(B)  Stinger  Missile  system. 

(b)  Navy.— The  Secretary  of  the  Navy  may 
not  enter  into  a  multiyear  contract  for  pro- 
curement of  the  following  programs: 

(II  F/A-18  aircraft 
(2)  HARM  Missile. 

(c)  Air  Force.— The  Secretary  of  the  Air 
Force  may  not  enter  into  a  multiyear  con- 
tract for  procurement  of  the  following  pro- 
grams: 

(1)  Defense  Support  Program. 

(2)  Complementary  Expendable  Launch 
Vehicle. 

Id)  Limitations  on  Authorized  Multiyear 
Procurements.— During  fiscal  year  1987,  the 
Secretary  of  a  military  department  may 
enter  into  a  multiyear  contract  under  sec- 
tion 2306(h)  of  title  10,  United  States  Code, 
with  respect  to  the  procurement  of  a  pro- 
gram only  if— 

(1)  the  multiyear  contract  contains  op- 
tions to  allow  changes  in  quantity  of  the 
end-item  to  be  procured  under  the  contract 
of  not  more  than  30  percent  in  any  program 
year;  and 

(2)  the  Secretary  certifies  to  Congress  that 
multiyear  contracting  for  such  program  pro- 
vides a  saving  of  at  least  12  percent  over  the 
amount  that  would  be  spent  under  annual 
contracts. 

SEC.  III.  DEPLETED  IRA.MCM  PESETRATORS. 

The  Secretary  of  Defense  may  only  procure 
ammunition  containing  a  depleted  uranium 
penetrator  component  if  the  procurement  of 
such  component  is  on  a  Government-fur- 
nished material  basis  from  at  least  two 
sources  in  the  existing  production  base  for 
such  component 

SEC.   lit   PROCVRF.MEST  OF  NEW  FLIGHT  INSPEC 
TION  AIRCRAFT. 

la)  Procurement.— The  Secretary  of  the 
Air  Force  shall,  before  the  end  of  the  180-day 
period  beginning  on  the  date  of  the  enact- 
ment of  this  Act  commence  procurement  of 
new  flight  inspection  aircraft  Such  procure- 
ment shall  t>e  carried  out  tising  fundi— 

ID  previously  authorized  and  appropri- 
ated for  such  purpose;  and 


12)  such  additional  funds  as  the  Secretary 
determines  to  be  required  for  such  procure- 
ment to  be  derived  from  funds  appropriated 
for  fiscal  year  1987  pursuant  to  authoriza- 
tions of  appropriations  of  this  Act 

lb)  Competition.— The  procurement  de- 
scribed in  subsection  la)  shall  be  conducted 
using  competitive  procedures  in  accordance 
with  the  requirements  of  chapter  137  of  title 
10,  United  States  Code. 

Ic)  Specifications.— The  performance  char- 
acteristics of  the  aircraft  required  to  be  pro- 
cured by  subsection  la)  shall  be  as  specified 
in  paragraph  2CI2)  of  Department  of  the  Air 
Force  Program  Management  Directive  for 
Flight  Inspection  Aircraft  dated  July  11, 
1984. 

SEC.  IIS.  AIR  FORCE  FIGHTER  COMPETITION. 

la)  Multiyear  Contracts.— Subject  to  pro- 
visions of  appropriations  Acts,  the  Secretary 
of  the  Air  Force  may  award  a  multiyear  con- 
tract that  employs  economic  order  quantity 
procurement  for  the  purchase  of  Air  Defense 
Aircraft  in  accordance  with  section  2306lh) 
of  title  10,  United  States  Code,  without  prior 
notice  to  Congress  if  the  results  of  the  com- 
petitive source  selection  demonstrate  that— 

ID  a  multiyear  contract  will  yield  signifi- 
cant savings  over  the  amount  that  umuld 
have  resulted  under  an  annual  contract 
unth  the  selected  offeror;  and 

12)  those  savings  have  a  positive  present 
value. 

lb)  Cancellation  Ceiung.— Subject  to  pro- 
visions of  appropriations  Acts,  the  cancella- 
tion ceiling  associated  with  the  first  year  of 
a  multiyear  contract  under  subsection  la) 
may  be  carried  as  an  unfunded  contingent 
liability  subject  to  section  2306(h)(5)  of  title 
10,  United  States  Code. 

SEC.  114.  COSTISGEST ALTHORIZATIOS. 

Of  amounts  authorized  in  this  title,  the 
following  amounts  are  available  only  to  the 
extent  that  amounts  are  available  through 
reductions  in  other  parts  of  the  Act- 
ID  Missile  procurement  Army, 
$30,000,000. 

12)  Other  procurement  Army,  $57,300,000, 
to  be  derived  from  other  support  equipment 

13)  Aircraft  procurement  Air  Force, 
$490,400,000. 

SEC.    IIS.    VPGRADE  OF  A-IO    WEAPONS  DELIVERY 
SYSTEM. 

la)  Authority  for  Upgrade  Program.— 
The  Secretary  of  the  Air  Force  may  provide 
for  an  upgrade  of  the  weapons  delivery 
system  of  the  A-10  aircraft  for  all  inservice 
A- 10  aircraft 

lb)  Specifications.— The  upgrade  of  a 
weapons  delivery  system  under  subsection 
la)  shall— 

ID  include  a  flight  control  modification  to 
improve  stability  during  gun  firing, 

12)  enhance  the  accuracy  of  target  straf- 
ing, 

13)  provide  for  tactical  training  against 
moving  targets, 

14)  provide  an  accurate  lateral  toss-capa- 
ble bombing  capalnlity,  and 

15)  provide  for  effective  self-defense 
against  likely  air  threats. 

Part  B— Program  Limitations 

SEC  111.  TESTING  OF  BRADLEY  FIGHTING  VEHICLE. 

la)  Test  Plan  for  Survivability  Enhance- 
ments.—id  The  Secretary  of  Defense  shall 
carry  out  live-fire  testing  of  the  Bradley 
Fighting  Vehicle  in  accordance  unth  this 
section. 

12)  In  developing  a  plan  for  such  testing, 
the  Secretary  shall  develop  a  plan  for  testing 
and  evaluating  proposed  survivability  en- 
hancements for  the  vehicle.  Such  plan— 
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lAt  shall  include  a  proposal  and  an  expe- 
dited schedule  for  testing  the  concept  of  the 
so-called  "minimum  casualty  vehicle":  and 

IBJ  shall  be  developed  in  consultation 
with  the  Assistant  Secretary  of  Defense  for 
Operational  Test  aiid  Evaluation  and  the 
National  Academy  of  Sciences. 

(3)  After  developing  the  plan  required  by 
paragraph  (2 J,  the  Secretary  shall  certify  to 
Congress  that  the  conditions  and  plan  for 
the  live-fire  testing  of  the  Bradley  Fighting 
Vehicle  represent  the  most  realistic  and  suit- 
able conditions  and  plan  to  evaluate  the 
proposed  survivability  enhancements. 

(4)  The  Comptroller  General  shall— 

(Al  review  all  materials  of  the  Department 
of  Defence  used  to  develop  the  plan  with  re- 
spect to  which  the  certification  under  para- 
graph (31  is  made;  and 

(B)  submit  to  the  Committees  on  Armed 
Services  and  on  Appropriations  of  the 
Senate  and  House  of  Representatives  a 
report  giving  the  assessment  of  the  Comp- 
troller General  as  to  the  realism  and  suit- 
ability of  the  conditions  and  plan  to  evalu- 
ate the  proposed  survivability  enhance- 
ments of  the  Bradely  Fighting  Vehicle. 

(b)  Conduct  of  Live-Fire  Testing.— (V 
The  Secretary  of  the  Army  shall  conduct 
live-fire  testing  of  the  Bradley  Fighting  Ve- 
hicle so  as  to  test  proposed  survivability  en- 
hancements of  such  vehicle  in  accordance 
with  the  plan  with  respect  to  which  the  cer- 
tification under  subsection  (aJ(3)  was  made. 

(2)  The  Assistant  Secretary  of  Defense  for 
Operational  Test  and  Evaluation  shall 
review  the  results  of  such  testing. 

(31  The  Comptroller  General  shall  provide 
oversight  of  the  testing. 

(4)  The  Assistant  Secretary  and  the  Comp- 
troller General  shall  each  observe  the  con- 
duct of  the  testing. 

(c)  Reports.— (1)  The  Secretary  of  Defense 
shall  submit  to  Congress  a  report  on  the  re- 
sults of  the  live-fire  testing  of  the  Bradley 
Fighting  Vehicle. 

(2)  The  Comptroller  General  shall  review 
the  report  of  the  Secretary  of  Defense  under 
paragraph  (II  and  shall  submit  to  Congress 
a  report  giving  the  Comptroller  General's 
evaluation  of  such  report. 

SEC  122.  OTHER  UMITATIOSS  ON  ARMY  PR(KIRE- 
MEST. 

(a)  120-Millimeter  Mortar  Program.— (1) 
Except  as  provided  in  paragraph  (31.  funds 
appropriated  or  otherwise  available  for  pro- 
curement for  the  Army  may  not  be  obligated 
for  procurement  of  120-millimeter  mortars 
manufactured  or  assembled  outside  the 
United  States  or  for  procurement  of  ammu- 
nition manufactured  outside  the  United 
Slates  for  120-millimeter  mortars. 

(2)  Funds  appropriated  or  otherwise  made 
available  for  procurement  for  the  Army  may 
not  be  obligated  for  procurement  of  120-mil- 
limeter mortars  or  for  ammunition  for  120- 
millimeter  mortars  until  the  Secretary  of  the 
Army— 

(A)  purchases  and  validates  a  technical 
data  package  for  the  manufacture  and  as- 
sembly of  such  mortars;  and 

(Bl  conducts  a  cost-effectiveness  analysis 
of  potential  domestic  sources  for  the  manu- 
facture of  such  mortars  using  that  technical 
data  package. 

(3)  Paragraph  (11  does  not  apply  to  pro- 
curement of  mortars  required— 

(A)  for  testing,  evaluation,  or  type  classifi- 
cation; or 

(B)  for  equipping  the  Ninth  Infantry  Divi- 
sion. 

(bl  Copperhead  Projectile  Program.— 
Funds  appropriated  or  otherwise  made 
aoailable  for  fiscal  year  1987  for  procure- 


ment of  ammunition  for  the  Army  may  not 
be  obligated  for  the  Copperhead  Projectile 
program  until  the  Secretary  of  Defense  certi- 
fies to  Congress  that  a  second  production 
source  for  that  program  has  been  estab- 
lished. 

(cl  Motorcycles.— Funds  appropriated  or 
otherwise  made  available  for  fiscal  year 
1987  for  procurement  for  the  Army  may  not 
be  obligated  for  procurement  of  motorcycles 
until  the  Secretary  of  the  Army  certifies  to 
Congress  that  the  acquisition  strategy  of  the 
Army  for  procurement  of  motorcycles  in- 
cludes consideration  of— 

(II  life-cycle  costs; 

(2)  safety; 

(3)  maintenance;  and 
(41  durability. 

(d)  Air-to- Air  Stinger  Missile.— Funds  ap- 
propriated or  otherwise  made  available  for 
fiscal  year  1987  for  procurement  of  aircraft 
for  the  Army  may  not  be  obligated  for  the 
modification  program  for  the  air-to-air 
Stinger  missile  until— 

(II  the  Secretary  of  the  Army  establishes  a 
comprehensive  acquisition  plan  for  procure- 
ment of  air-to-air  Stinger  missiles  for  Army 
aircraft; 

(21  such  plan  is  integrated  into  the  overall 
Army  forward  area  air  defense  plan;  and 

(31  a  report  on  such  plan  is  submitted  to 
Uie  Committees  on  Armed  Services  of  the 
Senate  and  House  of  Representatives  and  a 
period  of  30  days  passes  after  receipt  of  such 
report 

(el  10-ToN  Truck  Program.— The  Secre- 
tary of  the  Army  shall  acquire  and  validate 
the  technical  data  package  for  the  Heavy 
Expanded  Mobility  Tactical  Truck 
(HEMTTI. 

(fl  Option  To  Continue  Production  of 
HEMMT  Trucks. - 

(II  Requirement  to  procure  additional 
HEMMT  TRUCKS.— In  Order  to  preserve  the 
option  for  continued  production  of  Heavy 
Expanded  Mobility  Tactical  Trucks 
(HEMTTI,  the  Secretary  of  the  Army  (subject 
to  paragraph  (311  shall  modify  the  existing 
contract  for  such  trucks  to  permit  the  exer- 
cise of  the  original  contract  option  for  412 
additional  HEMTT  trucks  in  fiscal  year 
1986  and  shall  obligate  $49,900,000  for  pro- 
curement of  such  trucks  under  such  contract 
option. 

(21  Source  of  funds.— Funds  shall  be  de- 
rived for  purposes  of  this  subsection  from 
amounts  appropriated  for  procurement  for 
the  Army  for  fiscal  year  1985  or  1986  that 
remain  available  for  obligation. 

(31  Authority  subject  to  appropriation 
acts.— The  authority  of  the  Secretary  to  exer- 
cise a  contract  option  and  obligate  funds 
under  paragraph  (II  is  effective  only  to  the 
extent  provided  in  appropriation  laws  en- 
acted after  the  date  of  the  enactment  of  this 
Act 

(41  Deadline  for  obligation.— Funds  re- 
quired to  be  obligated  by  paragraph  (II  shall 
be  obligated  not  later  than  30  days  after  the 
later  of— 

(Al  October  1.  1986,  or 

(Bl  the  date  of  the  enactment  of  an  appro- 
priation law  referred  to  in  paragraph  (31. 

(gi  AT-4  Lightweight  Multipurpose 
SYSTEM/M72E4  Light  Antiarmor  Weapon.— 
None  of  the  funds  appropriated  pursuant  to 
the  authorizations  of  appropriations  in  this 
title  may  be  obligated  or  expended  for  the 
AT-4  Lightweight  Multipurpose  System 
until  the  Secretary  of  the  Army— 

(II  completes  development  and  operation- 
al testing  of  the  M72E4  light  antiarmor 
weapon; 

(2)  type  classifies  such  u>eapon;  and 


(31  acquires  a  technical  data  package  for 
such  weapon. 

SEt.  12}.  CHEMK  AL  Ml MTIO.W 

(al  Prohibition  on  Spending  Funds  for 
Binary  Chemical  Munitions.— Before  Octo- 
ber 1.  1987.  funds  appropriated  to  the  De- 
partment of  Defense  for  fiscal  year  1986  or 
fiscal  year  1987  may  not  be  used— 

(II  for  procurement  (including  advance 
procurement  of  long-lead  components!  of 
binary  chemical  munitions,  including  the 
Bigeye  bomb;  or 

(21  for  the  establishment  of  a  production 
base  for  such  munitions. 

(bl  Report  on  Long-Range  Stand-Off 
Chemical  Weapons.— (II  The  Secretary  of  De- 
fense shall  submit  to  Congress  a  report  on 
the  military  requirements  for  long-range 
stand-off  chemical  weapons.  The  report  shall 
address  the  military  advantages  and  disad- 
vantages of  such  weapons  and  the  potential 
of  such  weapons  as  a  substitute  for  the 
Bigeye  bomb. 

(21  The  report  shall  be  submitted  before  the 
date  on  which  the  President's  budget  for 
fiscal  year  1988  is  submitted  to  Congress. 

SEC  124.  DDd'SI  destroyer  PROGRAM. 

(al  Repeal  of  Limitation— Section  102(hl 
of  the  Department  of  Defense  Authorization 
Act  1985  (Public  Law  98-525;  98  Stat  25011. 
is  repealed. 

(bl  Plan  for  RACER  System.— The  Secre- 
tary of  the  Navy  shall  plan  for  the  installa- 
tion of  the  RACER  system  on  the  "second 
flight"  of  DDG-51  vessels.  Such  planning 
shall  include  the  preparation  of  a  ship 
design  that  includes  the  RACER  system. 

SEC  I2S.  BASIC  POIST  MISSILE  SYSTEM  O.V  AMPHIBI- 
01  S  VESSELS. 

The  Secretary  of  the  Navy  shall  maintain 
in  an  operational  status  the  Basic  Point  De- 
fense Missile  System  on  any  amphibious 
vessel  equipped  on  the  date  of  the  enactment 
of  this  Act  with  such  system  until  a  follow- 
on  system,  of  comparable  capability,  is 
available  for  immediate  replacement  of  the 
system  on  such  vessel  This  section  does  not 
apply  to  a  vessel  that  is  retired. 

SEC   I2S.  OTHER  LIMIT.ATIONS  ON  NAVY  PROCt'RE- 
.ME\T. 

(al  SH-2F  Aircraft.— Funds  appropriated 
for  fiscal  year  1987  for  procurement  of  air- 
craft for  the  Navy  may  be  obligated  for  pro- 
curement of  SH-2F  aircraft  only  for  aircraft 
that  are  configured  so  as  to  incorporate  the 
T-700  engine. 

(bl  P-3G  Aircraft— Funds  appropriated 
for  fiscal  year  1987  for  procurement  of  air- 
craft for  the  Navy  may  be  obligated  for  ad- 
vance procurement  of  P-3  aircraft— 

(II  only  for  P-3G  update  IV  aircraft  and 

(21  only  after  the  use  of  competitive  proce- 
dures. 

.S«.    127.    LIMITATIONS   ON  AIR   FORCE   PROCIRE- 
ME.\T. 

(al  F-15E  Fighter  Program.— None  of  the 
funds  appropriated  or  otherwise  made  avail- 
able to  the  Air  Force  for  fiscal  year  1987 
for  procurement  may  be  obligated  for  the 
F-15E  aircraft  program  until  the  Secretary 
of  the  Air  Force— 

(II  decides  whether  to  recommend  to  the 
President  that  for  fiscal  years  after  fiscal 
year  1987  the  Air  Force  procure  the  F-ISE 
aircraft  or  the  Advanced  Tactical  Fighter 
aircraft:  and 

(21  reports  that  decision  to  Congress. 

(b)  Advanced  Cruise  Missile.— Funds  ap- 
propriated or  otherwise  made  available  to 
the  Air  Force  for  fiscal  year  1987  for  pro- 
curement may  not  be  obligated  until  the  Sec- 
retary of  the  Air  Force— 
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Hf  decides  whether  to  recommend  to  the 
President  that  for  fiscal  years  after  fiscal 
year  1987  the  Air  Force  procure  the  Ad- 
vanced Cruise  Missile  or  the  SHRAM  II 
weapon  system. 

<2>  reports  that  decision  to  Congress. 

(cJ  C-17  Aircraft  Program.— Funds  ap- 
propriated or  otherwise  made  available  to 
the  Air  Force  for  fiscal  year  1987  for  pro- 
curement may  not  be  obligated  for  the  C-17 
aircraft  program  until  SO  legislative  days 
after  the  date  on  which  the  Committees  on 
Armed  Services  of  the  Senate  and  House  of 
Representatives  receive  the  report  of  the 
Comptroller  General  on  such  program  re- 
guested  by  the  Committee  on  Armed  Services 
of  the  House  of  Representatives  on  April  28, 
1986.  If  a  decision  is  made  that  the  C-17  air- 
craft is  not  to  6«  procured,  funds  available 
for  procurement  of  such  aircraft  may  be 
used  for  the  procurement  of  additional  Air 
Force  airlift  aircraft,  including  the  C-5B 
aircraft 

(d)  AMRAAM  Program.— <1)  Funds  appro- 
priated or  otherwise  made  available  for 
fiscal  year  1987  for  procurement  of  missiles 
for  the  Air  Force  may  not  be  obligated  for 
low-rate  production  procurement  of  the  Ad- 
vanced Medium-Range  Airto-Air  Missile 
(AMRAAMI  until- 

(A)  the  results  of  the  flight  test  of  the  per- 
formance of  the  missile  are  evaluated 
against  the  established  program  specifica- 
tions (DS32050000B,  as  amended  by  the 
draft  development  concept  paper  of  June  14. 
19851: 

IB)  the  Secretary  of  the  Air  Force  reports 
such  results  to  the  Committees  on  Armed 
Services  of  the  Senate  and  House  of  Repre- 
sentatives; and 

(CJ  a  period  of  60  days  passes  after  such 
Committees  receive  the  report  of  such  re- 
sults. 

>2l  The  program  for  flight  testing  the 
AMRAAM  missile  shall  include  testing  of 
AMRAAM  missiles  that  incorporate  the  pro- 
ducibility  enhancements  established  for  the 
program.  Such  testing  shall  be  carried  out 
before  full-rate  production  is  begun.  Such 
production  may  not  then  be  begun  until  the 
Secretary  submits  a  report  on  the  test  results 
of  the  flight  test  program  to  the  respective 
Committees  on  Armed  Services  and  a  period 
of  SO  calendar  days  expire  after  receipt  of 
such  report 

13)  The  cost  of  the  AMRAAM  program  may 
not  exceed  $7,000,000,000  (in  fiscal  year  1984 
dollars),  based  upon  procurement  of  24,000 
missiles. 

(e)  T-46A  Trainer  Aircraft  Program.— (1) 
The  maximum  program  production  cost  for 
the  T-46A  Trainer  aircraft  program  is 
$3,100,000,000  (in  fiscal  year  1986  dollars), 
based  upon  procurement  of  650  production 
aircraft  The  maximum  production  unit  cost 
for  such  program  is  $4,800,000  (in  fiscal  year 
1986  dollars).  The  program  production  cost 
and  the  production  unit  cost  for  such  pro- 
gram determined  for  the  purposes  of  this 
paragraph  shall  be  determined  without 
regard  to  amounts  for  initial  spares. 

12)  If  during  any  fiscal  year  either  maxi- 
mum cost  specified  in  paragraph  (1)  is  ex- 
ceeded, the  Secretary  of  the  Air  Force  may 
not  procure  any  T-46A  Trainer  aircraft 
during  a  later  fiscal  year  until  the  Secretary 
has  conducted  a  competition  for  procure- 
ment of  that  aircraft 

(f)  F-16  Aircraft  PROGRAM.-Funds  appro- 
priated or  otherwise  made  available  for 
fiscal  year  1987  for  procurement  of  aircraft 
for  the  Air  Force  may  not  be  obligated  for 
the  F-16  aircraft  program  until— 

(1)  the  Secretary  of  Defense,  after  consider- 
ing the  recommendations  of  the  Joint  Re- 


quirements and  Management  Board  of  the 
Department  of  Defense,  establishes  an  acqui- 
sition plan  for  such  program; 

(2)  the  plan  is  submitted  to  the  Commit- 
tees on  Armed  Services  of  the  Senate  and 
House  of  Representatives;  and 

(3)  a  period  of  30  days  passes  after  receipt 
of  such  plan  by  the  Committees. 

(g)  Limitation  on  Procurement  of  T-9 
Noise  Suppressors.— The  Secretary  of  the 
Air  Force  may  not  obligate  or  expend  any 
amounts  appropriated  or  otherwise  made 
available  to  the  Air  Force  for  purposes  of 
procuring  A/F32T-9  Noise  Suppressor  Sys- 
tems unless  in  procuring  such  systems  the 
Secretary  uses  competitive  procedures 
(within  the  meaning  of  such  term  in  section 
2302(2)  of  title  10.  United  States  Code). 

SEC.  Its.  PROHIBITIOS  DS  WITHDRAWAL  OF  flRO- 
PEAS  IHEMUAL  STOCKPILE. 

United  States  chemical  munitions  stored 
in  Europe  on  the  date  of  the  enactment  of 
this  Act  may  not  be  removed  from.  Europe 
unless  they  are  replaced  with  binary  chemi- 
cal munitions  stationed  on  the  soil  of  at 
least  one  European  member  nation  of  the 
North  Atlantic  Treaty  Organization. 
TITLE  II— RESEARCH.  DEVELOPMENT.  TEST 
AND  EVALIATION 
SEC.  291.  AITHORIZATIOS  OF  APPRUPRIATIOSS 

(a)  In  General.— Funds  are  hereby  author- 
ized to  be  appropriated  for  fiscal  year  1987 
for  the  use  of  the  Armed  Forces  for  research, 
development  test,  and  evaluation  in 
amounts  as  follows: 

(1)  For  the  Army,  $4,818,064,000. 

(2)  For  the  Navy  (including  the  Marine 
Corps).  $9,097,089,000. 

(3)  For  the  Air  Force,  $14,132,058,000. 

(4)  For  the  Defense  Agencies, 
$7,124,782,000.  of  which- 

(A)  $136,800,000  is  authorized  for  the  ac- 
tivities of  the  Deputy  Under  Secretary  of  De- 
fense, Test  and  Evaluation;  and 

(B)  $11,300,000  is  authorized  for  the  Direc- 
tor of  Operational  Test  and  Evaluation. 

(b)  General  Authorization  for  Civilian 
Pay  Contingencies.— There  are  authorized  to 
be  appropriated  for  fiscal  year  1987,  in  addi- 
tion to  the  amounts  authorized  to  be  appro- 
priated in  subsection  (a),  such  amounts  as 
may  be  necessary  for  unbudgeted  amounts 
for  salary,  pay,  retirement  and  other  em- 
ployee t>enefits  authorized  by  law  for  civil- 
ian employees  of  the  Department  of  Defense 
whose  compensation  is  provided  by  funds 
authorized  to  be  appropriated  in  subsection 
(a). 

(c)  Limitation  on  Obligations.— The  maxi- 
mum amount  that  may  be  obligated  from  an 
account  for  which  funds  are  authorized  to 
be  appropriated  in  subsection  (a)  is  the 
amount  authorized  to  be  appropriated  for 
such  account  under  that  subsection  plus  any 
amount  authorized  for  such  account  under 
subsection  (b)  plus  the  following: 

(1)  For  the  Army.  $5,000,000. 

(2)  For  the  Navy.  $0. 

(3)  For  the  Air  Force,  $3,900,000. 

(4)  For  the  Defense  Agencies,  $0. 

SEC.  2»2.  AiTHORIZATION  OF  APPROPRIATIONS  FOR 
FOREIOS  CVRRESCY  PIRCHASES. 

There  is  hereby  authorized  to  6e  appropri- 
ated for  fiscal  year  1987  the  amount  of 
$3,500,000  for  the  purchase  of  foreign  cur- 
rencies from  the  Treasury  Department  to 
pay  expenses  incurred  in  carrying  out  pro- 
grams of  the  Department  of  Defense. 

SEC.  293.  LIMITATIONS  ON  nNDS  FOR  THE  ARMY. 

(a)  Copperhead  Guided  Projectile.— The 
Secretary  of  the  Army  may  not  carry  out  or 
enter  into  a  contract  for  any  product  im- 
provement or  modifications  to  the  Copper- 


head Guided  Projectile  until  the  Secretary  of 
Defense— 

(A)  submits  to  the  Committees  on  Armed 
Services  of  the  Senate  and  the  House  of  Rep- 
resentatives a  plan  that  is  designed  to  pro- 
vide maximum  commonality  of  all  subsys- 
tems (to  include  guidance  and  control  and 
fuze  between  the  Copperhead  and  Five-Inch 
Guided  Projectiles);  and 

(B)  certifies  to  such  Committees  in  writ- 
ing that  a  second  source  contract  has  been 
entered  into  for  production  of  the  Copper- 
head and  Five-Inch  Guided  Projectiles. 

(bi  Product  Improvement  or  Modifica- 
tion.—For  purposes  of  subsection  (a),  a 
product  improvement  or  modification  is 
any  change  to  the  production  configuration 
of  the  Copperhead  Guided  Projectile  as  in 
effect  on  January  1,  1986. 

(c)  Expiration  of  Limitation.— The  limita- 
tion in  subsection  (a)  expires  upon  the  en- 
actment of  a  law  making  appropriations  for 
the  Department  of  Defense  for  fiscal  year 
1988. 

SEC.  294.  LIMITA  TIONS  ON  FINDS  FOR  THE  NA  VY. 

(a)  V-22  OsPREY  Aircraft.— Of  the  funds 
authorized  in  section  201  for  the  Navy,  not 
more  than  $340,000,000  is  available  for  the 
V-22  Osprey  aircraft  Not  more  Oian  one- 
half  of  such  amount  may  be  obligated  or  ex- 
pended until  the  Secretary  of  the  Navy  certi- 
fies to  the  Committees  on  Armed  Services  of 
the  Senate  and  the  House  of  Representatives 
in  writing  that— 

(1)  such  aircraft  is  capable  of  performing 
the  antisubmarine  warfare  mission  current- 
ly performed  by  the  S-3A  aircraft'  and 

(2)  Such  aircraft  is  the  most  cost  effective 
aircraft  to  perform  that  mission. 

(b)  Standoff  Attack  Missile.— 

(1)  In  general.— Of  the  amount  authorized 
in  section  201  for  the  Navy,  not  more  than 
$37,500,000  is  available  for  the  Standoff 
Land  Attack  Missile  (SLAM)  program. 

(2)  Limitation.— (A)  No  funds  may  be  obli- 
gated or  expended  for  the  Standoff  Land 
Attack  Missile  (SLAM)  program  until— 

(i)  the  Secretary  of  the  Navy  completes  a 
trade-off  analysis  of  the  SLAM  program  with 
the  Medium  Range  Air-to-Surface  Missile: 
and 

(ii)  15  days  of  continuous  session  of  Con- 
gress expire  following  the  submission  to 
Congress  by  the  Secretary  of  the  Navy  of  a 
report  containing  the  results  of  the  analysis 
described  in  clause  (i). 

(B)  For  purposes  of  subparagraph  (A)(ii), 
the  continuity  of  a  session  of  Congress  is 
broken  only  by  an  adjournment  of  Congress 
sine  die,  and  the  days  on  which  either  House 
is  not  in  session  because  of  an  adjournment 
of  more  than  three  days  to  a  day  certain  are 
excluded  in  the  computation  of  such  period. 

(c)  Inter-Cooled  Recouperated  Cycle 
Gas  Turbine  Propulsion  System.— Funds 
appropriated  for  fiscal  year  1987  or  any  pre- 
vious fiscal  year  may  not  be  used  for  re- 
search, development  test  and  evaluation  of 
the  Inter-Cooled  Recouperated  Cycle  Gas 
Turbine  Propulsion  System. 

(d)  Marine  Integrated  Fire  and  Air  Sup- 
port System  (MIFASS).— Funds  appropri- 
ated for  fiscal  year  1987  or  any  previous 
fiscal  year  may  not  be  used  for  research,  de- 
velopment test  and  evaluation  of  the 
Marine  Corps  Marine  Integrated  Fire  and 
Air  Support  System  (MIFASS). 

(e)  Marine  Corps  Pegasus  Engine.— Of  the 
funds  appropriated  pursuant  to  authoriza- 
tions in  this  title  not  less  than  $16,000,000 
shall  6e  used  for  safety  and  reliatnlity  im- 
provements for  the  Marine  Corps  A  V-8B  air- 
craft Pegasus  engine  program. 
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(ft  Avionics  Rack  System.— Of  the  funds 
appropriated  pursuant  to  authorizations  in 
this  title  not  less  than  $10,000,000  shall  be 
used  for  test  and  evaluation  of  the  Floating 
Beam  Avionics  Racking  system  and  the 
interface  of  that  system  with  the  Navy's  S- 
3A  antisubmarine  warfare  aircraft  and 
other  aircraft 

(gt  Rankine  Cycle  Energy  Recovery 
(RACER)  System.— Funds  appropriated  for 
fiscal  year  1987  may  not  be  used  for  re- 
search, development  test  and  evaluation 
for  the  DDG-Sl  class  ship  vntil  the  Secre- 
tary of  Uie  Navy  notifies  the  Committees  on 
Armed  Services  of  the  Senate  and  the  House 
of  Representatives  that— 

<1)  testing  of  the  Rankine  Cycle  Energy 
Recovery  (RACER)  system  has  resumed; 

(2)  testing  of  that  system  will  continue 
through  completion  of  land-based  and  at-sea 
testing;  and 

(31  compatibility  of  the  RACER  system 
with  the  second  flight  of  the  DDG-Sl  class 
ship  will  be  maintained  and  no  design 
changes  will  be  implemented  on  the  DDG-Sl 
class  ships  that  will  obviate  the  installation 
or  retrofit  of  the  RACER  system 

(h)  Low-Cost  Seeker  Missile.— Of  the 
funds  authorized  in  section  201  for  the 
Navy,  $39,704,000  is  available  only  for  the 
Low-Cost  Seeker  Missile  program. 

(i)  Funds  for  Libyan  Lessons-Learned 
Equipment  Modifications.— Of  the  amount 
appropriated  for  research,  development  test 
and  evaluation  for  the  Navy  for  fiscal  year 
1987.  $S0,000,000  may  not  be  obligated  or  ex- 
pended until  the  Secretary  of  the  Navy  sub- 
mits to  the  Committees  on  Armed  Services  of 
the  Senate  and  House  of  Representatives  a 
written  certification  that  the  expenditure— 

(1)  is  directly  related  to  the  Libyan  les- 
sons-learned study;  and 

(2)  will  6c  used  for  equipment  modifica- 
tions and  associated  development  test  and 
evaluation  that  unit  have  a  significant 
affect  on  the  war-fighting  capacity  of  the 
United  States. 

(j)  S-lNCH  Roluno  Airframe  Missile.— 
Funds  appropriated  to  the  Department  of 
Defense  for  fiscal  year  1987  (or  any  prior 
fiscal  year)  may  not  be  obligated  or  expend- 
ed for  the  5-lnch  Rolling  Airframe  Missile 
.  until  the  Secretary  of  Defense— 

(1)  enters  into  a  firm  fixed  price  produc- 
tion contract  for  such  missile  with  the  devel- 
opment contractor  or  any  other  alternative 
production  source  at  a  total  unit  price  of 
not  more  than  $110,000  (in  fiscal  year  1986 
dollars)  for  the  first  procurement  lot  of  mis- 
siles toith  not-to-exceed  options  for  any  later 
purchase  of  such  missiles  at  $110,000  or  less; 
and 

(2)  certifies  to  the  Committees  on  Armed 
Services  of  the  Senate  and  House  of  Repre- 
sentatives that  the  average  unit  fly-away 
cost  for  the  entire  planned  procurement  of 
such  missiles  shall  not  exceed  $85,000  per 
unit  (using  fiscal  year  1986  dollars  as  the 
base  year  index). 

(k)  Synthetic  Aperture  Radar  Technolo- 
GY.-Of  the  funds  authorized  in  section  201 
for  the  Navy,  not  less  than  $S,000.000  shall 
be  used  for  the  development  of  Synthetic  Ap- 
erture Radar  (SAR)  technology  for  saUUites 
and  systems  for  the  ocean  surveillance  sys- 
tems of  the  Navy. 

SSC.    tti.    UMITATION   ON   FVNDS   FOR    THE   AIR 
FORCE. 

(a)  Cruise  Missile  Short-range  Attack 
Missile  11— Of  the  funds  authorized  in  sec- 
tion 201  for  the  Air  Force,  not  more  than 
$148,000,000  is  available  for  research,  devel- 
opment test  and  evaluation  of  either  (but 
not  both)  the  Advanced  Cruise  Missile  or  the 
Short-Range  Attack  Missile  II  system. 


(b)  AMRAAM.—Of  the  amount  authorized 
in  section  201  for  the  Air  Force,  not  more 
than  $39,000,000  is  available  for  the  Ad- 
vanced Medium  Range  Air-to-Air  Missile 
(AMRAAM)  program.  Funds  appropriated 
for  fiscal  year  1987  may  not  be  obligated  or 
expended  for  such  program  until  the  Secre- 
tary of  Defense  advises  the  Committees  on 
Armed  Serrnces  of  the  Senate  and  House  of 
Representatives  in  writing  that  the  certifi- 
cation required  by  section  210(b)  of  the  De- 
partment of  Defense  Authorization  Act  1986 
(Public  Law  99-14S,  99  Stat  611),  remains 
valid. 

(c)  Space  Defense  System.— Of  the  amount 
authorized  in  section  201  for  the  Air  Force, 
not  more  than  $140,000,000  is  available  for 
the  Space  Defense  system.  None  of  such 
amount  may  be  used  for  the  production  veri- 
fication of  the  Miniature  Homing  Vehicle. 

(d)  Low-Cost  Seeker  Missile.— Of  the 
funds  authorized  in  section  201  for  the  Air 
Force,  $17,375,000  is  available  only  for  the 
Low-Cost  Seeker  Missile  program. 

(e)  Technical  On-Site  Inspection.— Of  the 
aTnount  authorized  in  section  201  of  the  Air 
Force,  not  less  than  $9,850,000  shall  be  avail- 
able for  technical  on-site  inspection. 

SEC.    IM.    limitation    O.V    Fl.\DS    FOR    DEFESSE 
AGENCIES. 

(a)  Medical  Appucation  of  Free  Electron 
Laser.— Of  the  amount  authorized  in  section 
201  for  the  Defense  Agencies  (including  the 
Strategic  Defense  Initiative  Organization), 
$15,000,000  may  be  used  only  for  the  appli- 
cation of  Free-Electron  Lasers  for  medical 
research  and  material 

(b)  Assistant  Secretary  of  Defense 
(C3I).— Of  funds  appropriated  for  fiscal  year 
1987,  not  more  than  $488,857,000  shall  be 
available  for  the  Assistant  Secretary  of  De- 
fense for  Command,  Control  Communica- 
tions, and  Intelligence  for  research,  develop- 
ment test  and  evaluation  of  electronic  war- 
fare systems.  Of  such  amount  not  less  than 
$125,000,000  is  available  only  for  the  devel- 
opment and  demonstration  of  the  Integrated 
Communication  Navigation  Identification 
Avionics  and  the  Integrated  Electronic  War- 
fare System  and  the  Associated  Very  High- 
Speed  Integrated  Circuit  Based  Modular  Ar- 
chitecture programs. 

(c)  Laser  PAnroGRAPHY.-Of  the  amount 
authorized  to  be  appropriated  for  the  De- 
fense Agencies  in  section  201  for  Micro- 
wave/Millimeter Wave  Monolithic  Integrat- 
ed Circuit  Technology  efforts,  $4,000,000  is 
available  only  for  the  Laser  Pantography 
project 

SEC.  2»7.  COSVENTIOSAL  DEFENSE  IMTIATHE. 

(a)  In  General.— In  thU  Act  Congress 
commences  a  program  of  Conventional  De- 
fense Initiatives  to  provide  an  emphasis  on 
improving  the  conventional  weapons  of  the 
Armed  Forces  (and  the  testing  of  such  weap- 
ons) and  to  enhance  cooperation  with  the 
other  member  nations  of  the  North  Atlantic 
Treaty  Organization.  The  initiative  is  in- 
tended to  improve  the  fighting  power  and 
survivability  of  the  combat  forces  of  the 
United  States  and  to  raise  the  threshold  for 
nuclear  war. 

(b)  Amount  Authorized.— Of  the  amount 
authorized  in  section  201  for  the  Army, 
Navy,  and  Air  Force,  $462,313,000  is  avail- 
able only  for  the  Conventional  Defense  Ini- 
tiatives program. 
SEC  ttn  strategic  defense  initiative 

Of  the  amount  authorized  in  section  201 
for  research,  development  test  and  evalua- 
tion for  the  Defense  Agencies,  not  more  than 
$2,846,000,000  is  available  for  the  Strategic 
Defense  Initiative  (SDI)  program,  such 
amount  being  the  amount  of  $2,750,000,000 


provided  for  fiscal  year  1986  plus  an  addi- 
tional $96,000,000  representing  a  3.5  percent 
increase  for  inflation. 

SEC  219.  tactical  BALLISTIC  MISSILE  DEFENSE. 

(a)  Authority  for  PRoanAM.-The  Secre- 
tary of  Defense  shall  provide  that  the  Strate- 
gic Defense  Initiative  Organization  (SDIO) 
of  the  Department  of  Defense  shall  carry  out 
a  research,  development  and  test  program 
in  accordance  with  this  subsectiorL  The  pro- 
gram shall  be  carried  out  through  a  separate 
office  established  within  the  SDIO.  Through 
such  program,  the  Secretary  shall  carry  out 
research,  development  and  test  of  systems 
for  defense  against  tactical  ballistic  mis- 
siles. In  carrying  out  such  program,  the  Sec- 
retary shall  to  the  extent  practicable,  make 
use  of  technologies  for  defense  against  inter- 
continental ballistic  missiles  developed 
through  programs  of  the  Strategic  Defense 
Initiative. 

(b)  Funding.— Of  the  funds  appropriated 
pursuant  to  the  authorization  in  section  201 
for  the  Strategic  Defense  Initiative,  up  to 
$50,000,000.  shall  be  available  to  initiate  de- 
velopment and  deployment  of  an  antitacti- 
cal  ballistic  missile  system. 

SEC.  210.  modification  OF  LINKAGE  OF  DEPLOY- 
MENT OF  the  MX  MISSILE  AND  DEVEL- 
OPMENT OF  SMALL  MOBILE  MISSILE. 

(a)  Limitation.— The  Secretary  of  Defense 
may  not  deploy  more  than  10  MX  missiles 
until— 

(1)  the  major  elements  (including  the  guid- 
ance and  control  subsystems)  of  a  mobile 
missile  weighing  less  than  37,000  pounds  as 
a  part  of  an  intercontinental  ballistic  mis- 
sile system  have  been  tested; 

(2)  the  major  elements  of  the  prototype 
small  mobile  intercontinental  ballistic  mis- 
sile system  (including  the  missile,  the  proto- 
type mobile  transporter-launcher  basing 
system,  and  the  command,  control  and  com- 
munications system)  have  been  designed 
and  functionally  integrated  and  the  system 
has  been  validated; 

(3)  contractors  for  the  full-scale  engineer- 
ing development  of  such  missile  system  have 
tfeen  selected  and  full-scale  en0neering  de- 
velopment contracts  have  been  awarded  to 
those  contractors; 

(41  full-scale  engineering  development  of 
such  a  mobile  system  has  begun;  and 

(5)  the  Secretary  has  provided  to  the  Com- 
mittees on  Armed  Services  of  the  Senate  and 
the  House  of  Representatives  written  certifi- 
cation that  the  small  mobile  missile  system 
program  has  been  structured  to  provide  an 
initial  operational  capability  of  not  later 
than  December  31.  1992. 

(b)  Repeal  of  Prior  MX  Limitation. —Sub- 
sections (a)  and  (b)  of  section  1231  of  the 
Department  of  Defense  Authorization  Act 
1984  (Public  Law  98-94;  97  Stat  693),  are  re- 
pealed. 

SEC  2IL  COOPERATIVE  MEDICAL  RESEARCH  PRO- 
GRAM with  VETERANS'  ADMINISTRA- 
TION. 

(a)  Authority  for  PROORAM.-The  Secre- 
tary of  Defense  shall  in  cooperation  with 
the  Administrator  of  Veterans'  Affairs,  es- 
tablish a  cooperative  medical  research  pro- 
gram to  be  administered  by  the  Secretary 
and  the  Administrator. 

(b)  Funding.— Not  less  than  $10,000,000  of 
each  of  the  following  amounts  is  available 
only  for  the  cooperative  medical  research 
program  established  under  subsection  (a): 

(1)  Army.— The  amount  authorized  in  sec- 
tion 201  for  the  Army. 

(2)  Navy.— The  amount  authorized  in  sec- 
tion 201  for  the  Navy. 
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(31  Air  Force.— The  amount  authorized  in 
section  201  for  the  Air  Force. 

Ic)  DEADUNE.—The  Secretary  of  Defense 
shall,  before  the  end  of  the  30-day  period  6e- 
ffinning  on  the  date  of  the  enactment  of  a 
law  making  appropriations  for  the  Depart- 
ment of  Defense  for  fiscal  year  1987— 

(1)  establish  the  program  required  to  be  es- 
tablished under  subsection  (a);  and 

12)  make  available  the  amounts  appropri- 
ated for  that  program. 

S£C  III  HIGH-SPEED  AyTI-RADIATIOS  MISSILE 
iHARMk 

So  funds  appropriated  or  otherwise  made 
available  to  the  Department  of  Defense  may 
be  used  for  research,  development,  test,  and 
evaluation  for  the  High-Speed  Anti-Radi- 
ation Missile  (HARM)  unless  the  Secretary 
of  Defense  certifies  to  the  Committees  on 
Armed  Services  of  the  Senate  and  House  of 
Representatives  that— 

11)  the  Block  IV  design  (or  any  derivative 
of  the  Block  IV  design)  shall  be  integrated 
into  the  HARM  at  no  cost  to  the  govern- 
ment; and 

(2)  the  development,  test,  and  evaluation 
of  the  Low-Cost  Seeker  Missile  compatible 
with  the  HARM  shall  be  completed. 

SEC.  2 IX  CO.SVERSIO.S  OF  POSITIO.S  OF  DIRECTOR  OF 
OPER.ATIOSAL  TEST  A.\D  EVAUATIOS 
Ti)  ASSISTA.VT  SECRETARY  LEVEL 

(a)  Assistant  Secretary  of  Defense.— Sec- 
tion 136  of  title  10.  United  States  Code,  is 
amended— 

(1)  by  striking  out  "eleven"  in  subsection 
(a)  and  inserting  in  lieu  thereof  "12";  and 

(2)  by  adding  at  the  end  of  subsection  (b) 
the  follovoing  new  paragraph: 

"(7)  One  of  the  Assistant  Secretaries  shall 
be  the  Assistant  Secretary  of  Defense  for 
Operational  Test  and  Evaluation.  That  As- 
sistant Secretary  shall  have  the  functions 
and  shall  perform  the  duties  prescribed  by 
section  136a  of  this  title.  ". 

(b)  Staff.— Section  136a  of  such  title  is 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"(i)  The  Assistant  Secretary  shall  have  a 
professional  staff  of  not  less  than  40  mili- 
tary and  civilian  personnel  of  the  Depart- 
ment of  Defense. ". 

(c)  Conforming  Amendments.— 

(1)  In  general.— Section  136a  of  such  title 
is  amended— 

(A)  in  subsection  (a)(1)— 

(i)  by  striking  out  the  first  sentence; 

(ii)  by  striking  out  "The  Director"  the  first 
place  it  appears  and  inserting  in  lieu  there- 
of "The  Assistant  Secretary  of  Defense  for 
Operational  Test  and  Evaluation"; 

(Hi)  by  striking  out  "of  Director":  and 

dv)  by  striking  out  "The  Director"  the 
second  place  it  appears  and  inserting  in  lieu 
thereof  "The  Assistant  Secretary"; 

(B)  by  striking  out  "Director"  each  place 
it  appears  in  subsections  (b)  through  (g)  and 
inserting  in  lieu  thereof  "Assistant  Secre- 
tary": and 

(C)  in  subsection  (h)— 

(i)  by  striking  out  "the  Director  of"  and 
inserting  in  lieu  thereof  "the  Assistant  Sec- 
retary of  Defense  for";  and 

(ii)  by  striking  out  "Director  under"  and 
inserting  in  lieu  thereof  "Assistant  Secretary 
under". 

(2)  Executive  schedule.— Section  S315  of 
title  5,  United  States  Code,  is  amended— 

(A)  by  striking  out  "Director  of  Operation- 
al Test  and  Evaluation,  Department  of  De- 
fense. ";  and 

(B)  by  striking  out  "(11)"  after  "Assistant 
Secretaries  of  Defense"  and  inserting  in  lieu 
thereof  "(12)". 

(d)  Clerical  Amendments.— 
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(1)  HEADiNG.-The  heading  of  section  136a 
of  such  title  is  amended  to  read  as  follows: 
"§  Ufa.  Ai$utant  Secretary  of  Defense  for  Oper- 
ational Test  and  Evaluation:  powers  and  duties  ". 

(2)  Table  of  sections.— The  item  relating 
to  such  section  in  the  table  of  sections  at  the 
beginning  of  chapter  4  of  such  title  is 
amended  to  read  as  follows: 

'136a.   Assistant   Secretary   of  Defense  for 
Operational  Test  and  Evalua- 
tion: powers  and  duties. ". 
(e)    Transition.— The    conversion    by    the 
amendments  made  by  this  section  of  the  po- 
sition of  Director  of  Operational  Test  and 
Evaluation  of  the  Department  of  Defense  to 
Assistant   Secretary   of  Defense  for   Oper- 
ational Test  and  Evaluation  shall  not  affect 
the  appointment   in   such   position   of  the 
person  serving  in  such  position  on  the  date 
of  the  enactment  of  this  Act. 

SEC    214.    LIVE-FIRE   TESTI.\C  ASD   OPBHATIOSAL 
TESTISa. 

(a)  Testing  Requirements.— 

(1)  In  GENERAL.— Chapter  139  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  sections: 
"§2364.   Live-fire  testing:  covered  systems,   mnjor 

munitions  programs,  and  missile  programs 

"(a)  Requirements.— The  Secretary  of  De- 
fense shall  provide  that— 

"(1)  a  contract  for  production  of  a  covered 
system  may  not  be  entered  into  until  live- 
fire  testing  of  the  system  is  completed  in  ac- 
cordance with  this  section;  and 

"(2)  a  contract  for  production  of  a  major 
munitions  program  or  a  missile  program 
may  not  be  entered  into  until  live-fire  test- 
ing of  the  program  is  completed  in  accord- 
ance with  this  section. 

"(b)  Director  of  Live-Fire  Testing.— 

"(1)  Appointment.— There  is  in  the  Depart- 
ment of  Defense  a  Director  of  Live-Fire  Test- 
ing. The  Director  shall  be  appointed  from  ci- 
vilian life  by  the  Secretary  of  Defense  and 
shall  be  under  the  Director  of  Defense  Re- 
search and  Engineering. 

"(2)  Duties.— The  Director  shall— 

"(A)  before  full-scale  engineering  develop- 
ment begins  with  respect  to  a  covered 
system,  major  munitions  program,  or  mis- 
sile program— 

"(i)  review  the  adequacy  of  the  plan, 
schedule,  and  proposed  funding  of  the  Secre- 
tary of  the  military  department  concerned 
for  live-fire  testing  of  that  system  or  pro- 
gram; and 

"(ii)  report  to  the  Director  of  Defense  Re- 
search and  Engineering  on  the  adequacy  or 
inadequacy  of  the  plan  for  such  live-fire  test- 
ing and  (if  the  Director  of  live-fire  testing 
determines  that  the  plan  is  inadequate)  on 
what  would  constitute  an  adequate  test 
plan;  and 

"(B)  while  such  live-fire  testing  is  carried 
out,  continue  to  review  the  adequacy  and 
progress  of  such  testing. 

"(3)  Improvement  of  testing.— (A)  The  Di- 
rector shall  carry  out  programs  to  improve 
the  conduct  of  live-fire  tests  by  the  Depart- 
ment of  Defense  and  shall  develop  improved 
methods,  instruments,  and  facilities  for  such 
tests. 

"(B)  The  Secretary  of  Defense  shall  pro- 
vide to  the  Director  specific  funds  for  the 
functions  of  the  Director  under  subpara- 
graph (A). 

"(4)  Oversight  of  testing.— The  Direc- 
tor- 

"(A)  may  observe  any  live-fire  test  con- 
ducted by  the  Secretary  of  a  military  depart- 
ment; and 

"(B)  shall  have  access  to  all  live-fire  test 
data  and  reports  produced  by  the  Secretary 
of  a  military  department 


"(5)  Staff  of  director.— The  Secretary 
shall  provide  to  the  Director  an  adequate 
staff  to  enable  the  Director  to  carry  out  the 
duties  of  the  Director  under  this  section. 

"(c)  Live-Fire  Testing  by  Service  Secre- 
taries.— 

"(1)  In  GENERAL.— The  Secretary  of  the 
military  department  concerned  shall  carry 
out  live-fire  testing  of  each  covered  system, 
major  munitions  program,  or  missile  pro- 
gram for  which  the  Secretary  has  responsi- 
bility for  development  and  production.  Such 
testing— 

"(A)  shall  be  planned  and  funded  by  that 
Secretary;  and 

"(B)  shall  be  carried  out  early  enough 
during  the  developmental  phase  of  the 
system  or  program  to  allow  any  design  defi- 
ciency demonstrated  by  the  testing  to  be  cor- 
rected and  integrated  into  the  design  of  the  ' 
system,  munition,  or  missile  before  produc- 
tion is  begun. 

"(2)  Submission  of  test  plan.— Before  full- 
scale  engineering  development  of  the  system, 
munitions  program,  or  missile  program  is 
begun  (or,  in  the  case  of  a  naval  vessel, 
before  contract  design  is  begun),  the  Secre- 
tary concerned  shall  submit  to  the  Director 
the  plan,  schedule,  and  proposed  funding  for 
live-fire  testing  of  the  system  or  program  to 
be  carried  out  by  the  Secretary. 

"(3)  Report  to  director.— After  such  test- 
ing is  completed,  the  Secretary  concerned 
shall  submit  to  the  Director  a  report  (in  both 
classified  and  unclassified  forms)  on  the  test 
conducted  by  the  Secretary.  Such  report 
shall  include— 

"(A)  a  complete  description  of  the  firing 
parameters  used  in  the  test; 

"(B)  an  analysis  of  the  effect  on  the  target 
of  each  test  shot,  with  primary  emphasis  on 
effect  on  potential  casualties; 

"(C)  a  comparison  (including  a  descrip- 
tion and  justification  of  the  merit  and  crite- 
ria used  in  carrying  out  the  comparison)  of 
the  results  of  such  live-fire  test  with  results 
of- 

"(i)  any  live-fire  test  of  the  system,  muni- 
tion, or  missile  that  would  be  replaced  by 
the  system,  munition,  or  missile  tested;  or 

"(ii)  if  there  is  no  system,  munition, -or 
missile  that  would  be  replaced  by  the  system, 
munition,  or  missile  tested  or  if  such  system, 
munition,  or  missile  was  not  subjected  to 
live-fire  tests,  any  live-fire  test  of  the  system, 
munition,  or  missile  that  is  the  nearest  com- 
petition to  the  system,  munition,  or  missile 
tested; 

"(D)  a  description  of  the  potential  short- 
comings of  the  system,  munition,  or  missile 
that  were  revealed  by  the  testing  and  (if  any 
were  revealed)  the  plan  of  the  Secretary  con- 
cerned to  incorporate  into  the  design  of  the 
system,  munition,  or  missile  changes  that 
are  necessary  to  overcome  such  shortcom- 
ings and  the  associated  costs;  and 

"(E)  a  test  plan  for  further  live-fire  testing 
to  verify  that  the  planned  design  changes 
are  effective  in  overcoming  such  shortcom- 
ings. 

"(4)  Independent. LIVE-FIRE  test.— If  in  any 
case  the  Director  determines  that  the  plan  of 
the  Secretary  of  a  military  department  for  a 
live-fire  test  is  inadequate  to  determine  vul- 
nerability of  users  of  a  system  or  the  letha- 
lity of  a  munition  or  missile,  the  Director 
may  independently  plan  and  carry  out  a 
live-fire  test  of  the  system,  munition,  or  mis- 
sile involved.  Such  testing  may  be  conducted 
at  the  same  time  as,  or  after,  a  similar  test 
by  the  Secretary  concerned.  Funds  for  such 
testing  shall  be  provided  from  the  program 
budget  for  the  program  concemecL 
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"(d)  Use  of  Surrogate  Foreign  Rounds 
OR  Targets.— In  the  case  of  a  live-fire  test  of 
a  covered  system  for  which  sufficient  actual 
foreign  rounds  are  not  available  or  of  a 
major  munitiOTis  program  or  missile  pro- 
gram for  which  sufficient  actual  foreign  tar- 
gets are  not  available,  the  Director— 

"(IJ  shall  establish  plana  for  obtaining  or 
producing  surrogate  foreign  rounds  or  sur- 
rogate foreign  targets  or  United  States  tar- 
gets, as  appropriate; 

"(2)  shall  test  the  realism  of  such  surro- 
gates; and 

"(3)  when  required,  shall  obtain  such  sur- 
rogate rounds  or  targets. 

"(e)  Use  of  Surrogates  for  Testing.— In 
the  case  of  a  covered  system  for  which  the 
Director  determines  that  it  is  extraordinari- 
ly expensive  to  test  an  actual  prototype  or 
production  model,  the  Director  shall  config- 
ure or  produce  realistic  surrogates  of  the 
system  for  test  purposes. 

"(f)  Report  to  Director,  Defense  Re- 
search and  Engineering.— Before  production 
of  a  covered  system,  major  munitions  pro- 
gram, or  missile  program  begins,  the  Direc- 
tor shall  submit  to  the  Director  of  Defense 
Research  and  Engineering  a  report  on  each 
live-fire  test  conducted  unth  respect  to  that 
system  or  program.  The  report  shall  include 
an  analysis  of  the  adequacies  and  inadequa- 
cies of  the  test  and  any  differences  in  inter- 
pretation of  the  Director  and  Secretary  con- 
cerned of  the  firing  results,  and  any  differ- 
ences and  conclusions.  Each  such  report 
shall  be  independent  of,  and  uncoordinated 
with,  the  report  of  the  Secretary  concerned 
and  shall  be  submitted  in  both  classified 
and  unclassified  forms. 

"(g)  Report  to  Defense  Committees.— At 
the  conclxision  of  live-fire  testing  for  a  cov- 
ered system,  major  munitions  program,  or 
missile  program,  the  Director  shall  submit 
to  the  defense  committees  a  report  on  stich 
testing. 

"(h)  Waiver.— The  Secretary  of  Defense 
may  waive  the  application  of  this  section  to 
a  covered  system,  munitions  program,  or 
missile  program  if  the  Secretary,  before  such 
system  or  program  enters  full-scale  engineer- 
ing development,  certifies  to  Congress  that 
live-fire  testing  of  such  system  or  program 
(even  if  a  surrogate  is  used  as  provided  in 
subsection  (e))  would  be  extraordinarily  ex- 
pensive and  unnecessary. 

"(i)  Definitions.— In  this  section: 

"(1)  Covered  system.— The  term  'covered 
system'  means  a  vehicle,  weapon  platform, 
or  conventional  weapon  system— 

"(A)  that  includes  features  designed  to 
provide  some  degree  of  protection  to  users  in 
combat;  and 

"(B)  that  is  a  major  system  within  the 
meaning  of  that  term  in  section  2302(5)  of 
this  title. 

"(2)  Major  munitions  program.— The  term 
'major  munitions  program'  means— 

"(A)  a  munitions  program  for  which  more 
than  1,000,000  rounds  are  planned  to  be  ac- 
quired; or 

"(B)  a  conventional  munitions  program 
that  is  a  major  system  within  the  meaning 
of  that  term  in  section  2302(5)  of  this  title. 

"(3)  Live-fire  testing.— The  term  live-fire 
testing'  means— 

"(A)  in  the  case  of  a  covered  system,  test- 
ing for  vulnerability  and  survivability  of 
the  system  in  combat  by  firing  foreign  con- 
ventional munitions  (including  all  threat 
munitions  that  would  likely  be  encountered 
by  the  system  in  combat)  at  the  system  con- 
figured for  combat,  with  the  primary  empha- 
sis on  testing  vulnerability  with  respect  to 
potential  tuer  casualties;  and 


"(B)  in  the  case  of  a  major  munitioTis  pro- 
gram or  a  missile  program,  testing  for  letha- 
lity by  firing  the  munition  or  missile  con- 
cerned at  foreign  targets  configured  for 
combat,  including  each  principal  foreign 
target  against  which  the  munition  or  mis- 
sile is  intended  to  be  used  during  combat 

"(4)  Configured  for  combat.— The  term 
'configured  for  combat',  with  respect  to  a 
weapon  system,  platform  or  vehicle,  means 
loaded  or  equipped  with  all  dangerous  con- 
ventional materials  (including  all  flamma- 
bles and  explosives)  that  would  normally  be 
on  board  in  combat 

"(5)  Defense  committees.— The  term  'de- 
fense committees'  has  the  meaning  given 
that  term  in  section  2362(e)(3)  of  this  title. 

"S23S5.  Operational  testing:  certain  major  detente 
aa/uUition  programs 

"(a)  Independent  Test  and  Evaluation  by 
Service  Secretaries.— 

"(1)  In  general.— The  Secretary  of  the 
military  department  concerned  shall  con- 
duct an  independent  operational  test  and 
evaluation  with  respect  to  a  major  defense 
acquisition  program  under  which  there  is  to 
be  acquired  a  conventional  weapons  system 
that— 

"(A)  is  a  major  system  within  the  meaning 
of  that  term  in  section  2302(5)  of  this  title; 
and 

"(B)  is  designed  for  use  in  combat 

"(2)  Limitation  on  production  con- 
tracts.—(A)  An  operational  test  and  evalua- 
tion required  by  paragraph  (1)  shall  be  con- 
ducted before  a  major  defense  acquisition 
program  may  proceed  into  the  production 
stage. 

"(B)  A  contract  for  production  of  a  major 
defense  acquisition  program  may  not  be  en- 
tered into  until  the  requirements  of  this  sec- 
tion with  respect  to  such  program  are  ful- 
filled. 

"(C)  Subparagraph  (B)  does  not  apply  to  a 
contract  for  production  of  weapons  systems 
that  are  required  for  operational  test  and 
evaluation  required  by  paragraph  (1). 

"(3)  Description  of  independent  test  and 
evaluation.— (A)  Except  as  provided  in  sub- 
paragraph (B),  an  operational  test  and  eval- 
uation is  not  independent  for  purposes  of 
this  subsection  if  any  person  employed  by 
the  contractor  for  the  system  being  tested  is 
involved  in  any  stage  of  the  operational  test 
and  evaluation. 

"(B)  This  paragraph  does  not  apply  to  the 
involvement  in  an  operational  test  and  eval- 
uation of  a  person  employed  by  the  contrac- 
tor who  is  involved  in  depot-level  mainte- 
nance of  the  system  being  tested  to  the  same 
extent  and  in  the  same  manner  as  that 
person  would  be  involved  in  such  mainte- 
nance in  time  of  war. 

"(b)  SiDE-BY-SiDE  Testing.- 

"(1)  In  general.— The  operational  test  and 
evaluation  required  by  subsection  (a)  shall 
include  a  side-by-side  test  of  the  system 
being  acquired  with  equal-cost  quantities 
of- 

"(A)  the  system  intended  to  be  replaced  (if 
the  system  being  acquired  is  intended  to  re- 
place another  system);  or 

'(B)  the  nearest,  most  effective  competitor 
of  the  system  being  acquired  (if  the  system 
lieing  acquired  is  not  intended  to  replace  an- 
other system)  that  is  manufactured  in  the 
free  world. 

"(2)  Cost  of  systems.— For  purposes  of  the 
side-by-side  test  described  in  paragraph  (D— 

"(A)  the  cost  of  the  system  l>eing  acquired 
is  the  projected  program  unit  cost  included 
in  the  most  recent  Selected  Acquisition 
Report  unth  respect  to  that  system;  and 


"(B)  the  cost  of  the  system  intended  to  be 
replaced  or  the  competitor  system  is  the  cost 
of  acquiring  that  systerru 

"(c)  Independent  Analysis  of  Results  of 
Operational  Test  and  Evaluation.— 

"(1)  In  general.— The  Assistant  Secretary 
for  Operational  Test  and  Evaluation  shall 
independently  analyze  the  results  of  each 
operational  test  and  evaluation  carried  out 
under  subsection  (a).  At  the  conclusion  of 
that  operational  test  and  evaluation,  the  As- 
sistant Secretary  shall  submit  a  report  to  the 
Secretary  of  Defense  on  that  analysis. 

"(2)  Independent  operational  test  and 
evaluation.— If  in  any  case  the  Assistant 
Secretary  determines  that  the  operational 
test  and  evaluation  carried  out  under  sub- 
section (a)  is  inadequate  to  determine  effec- 
tiveness, suitability,  vulnerability  of  users, 
or  lethality,  the  Assistant  Secretary  may  in- 
dependently plan  and  carry  out  an  oper- 
ational test  and  evaluation  of  the  system  in- 
volved. 

"(3)  Reimbursement  of  costs.— TTie  Secre- 
tary of  Defense  shall  provide  that  costs  of 
the  Assistant  Secretary  incurred  incident  to 
operational  test  and  evaluation  under  para- 
graph (1)  or  (2)  las  such  costs  are  deter- 
mined by  the  Assistant  Secretary)  shall  be 
reimbursed  to  funds  available  to  the  Assist- 
ant Secretary  from  funds  available  for  the 
system  concerned. 

"(d)  Content  of  Reports.— Each  report 
under  subsection  (c)  shall  include  an  analy- 
sis of  whether  the  extent  and  realism  of  the 
test  and  evaluation  performed  were  ade- 
quate to  assess  confidently,  in  comparison 
with  the  system  intended  to  be  replaced  or 
the  competitor' system,  each  of  the  following 
to  the  extent  appropriate  with  respect  to  the 
particular  item  or  component  tested: 

"(1)  Survivability.— The  ability  of  the 
system  to  survive  (with  primary  emphasis 
on  casualties)  when  hit  in  a  combat  situa- 
tion by  weapons  likely  to  be  encountered  in 
such  a  situation. 

"(2)  MAiNTAiNABiUTY.—The  ability  of  mili- 
tary personnel  of  average  skill,  operating 
under  the  stress  of  combat,  to  maintain  the 
system  in  an  operational  status. 

"(3)  Probability  of  system  failure.— The 
probability  of  system  failure  in  a  combat  sit- 
uation under  the  maintenance  conditions 
described  in  paragraph  (2). 

"(4)  Mobility.— The  time  required  to  move, 
with  no  prior  notice,  combat  units  contain- 
ing the  system  in  a  realistic  combat  environ- 
ment over  typical  deployment  distances  and 
battlefield  distances. 

"(5)  Maneuverability.— The  maneuverabil- 
ity of  the  system  in  a  combat  situation  with 
respect  to— 

"(A)  survival:  and 

"(Bl  firing  advantage. 

"(€)  EFFECTTVENESS.-TTie  effectiveness  of 
the  system  as  indicated  by  results  of  the 
side-by-side  test  required  in  subsection 
(b)(1). 

"(e)  Submission  of  Reports  to  Defense 
Committees.— Each  report  of  the  Assistant 
Secretary  under  subsection  (c)  shall  be  sub- 
mitted to  the  defense  committees  in  precise- 
ly the  same  form  and  with  precisely  the 
same  content  as  the  report  originally  was 
submitted  to  the  Secretary  and  shall  be  ac- 
companied by  such  comments  as  the  Secre- 
tary of  Defense  may  wish  to  make  on  such 
report 

"(f)  Approval  of  Test  Plans.— 

"(1)  In  general.— Operational  testing  of  a 
major  defense  acquisition  program  may  not 
be  conducted  until  the  Assistant  Secretary 
approves  in  writing  the  adequacy  of  the 
plans  (including  the  adequacy  of  projected 
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levels  of  funding)  for  operational  test  and 
evaluation  to  be  conducted  in  connection 
loith  that  program. 

"12)  WAiTiNa  PERIOD.— (A)  A  final  decision 
viithin  the  Department  of  Defense  to  proceed 
with  a  major  defense  acquisition  program 
beyond  low-rate  initial  production  may  not 
be  made  until  IS  days  of  continuous  session 
Of  Congress  expire  follouring  after  the  date 
that  the  defense  committees  receive  the 
report  required  under  subsection  le). 

"IB)  For  purposes  of  subparagraph  (A),  the 
continuity  of  a  session  of  Congress  is  broken 
only  by  an  adjournment  of  Congress  sine 
die,  arid  the  days  on  which  either  House  is 
not  in  session  because  of  an  adjournment  of 
more  than  three  days  to  a  day  certain  are 
excluded  in  the  computation  of  such  period. 

"(g)  Waiver.— In  time  of  war  or  mobiliza- 
tion, the  President  may  suspend  the  oper- 
ation of  any  provision  of  this  section. 

"Ih)  DEFINTTIONS.—In  this  section: 

"ID  Major  defense  acquisition  program.- 
The  term  'major  defense  acquisition  pro- 
gram' means  a  program  subject  to  the  Select- 
ed Acquisition  Report  requirements  of  sec- 
tion 139a  of  this  title. 

"(2)  Operational  test  and  evaluation.— 
The  term  'operational  test  and  evaluation' 
has  the  meaning  given  that  term  in  section 
136ala)(2)<A)  of  this  title. 

"(3)  Defense  committees.— The  term  'de- 
fense committees'  has  the  meaning  given 
that  term  in  section  2362ie)l3)  of  this  title. ". 

(2)  Clerical  amendment.— The  table  of  sec- 
tions at  the  beginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  items: 

"2364.    Live-fire    testing:    covered    systems, 

major     munitions     programs, 

and  missile  programs. 

"2365.    Operational   testing:  certain    major 

defense  acquisition  programs. ". 

fb)  Annual  Report.— Subsection  (g)(1)  of 
section  136a  of  such  title  is  amended— 

(1>  by  striking  out  "January  15"  in  the 
second  sentence  and  all  that  follows  through 
"is  prepared"  and  inserting  in  lieu  thereof 
"10  days  after  the  transmission  of  the 
budget  for  the  next  fiscal  year  pursuant  to 
section  1105  of  title  31": 

(2)  by  striking  out  "evaluation  and"  in  the 
third  sentence  and  inserting  in  lieu  thereof 
"evaluation. ":  and 

(3)  by  striking  out  "activities"  in  the  third 
sentence  and  inserting  in  lieu  thereof  "ac- 
tivities, and  the  resources  and  personnel  as- 
signed to  the  Director  to  enable  the  Director 
to  carry  out  his  duties  under  this  section". 

(c)  Conforming  AME.\DMENTS.—Such  sec- 
tion is  further  amended— 

(1)  by  striking  out  clause  (i)  of  subsection 
(a)(2)(A)  and  inserting  in  lieu  thereof  the 
follouring: 

"(i)  the  field  test  under  realistic  operation- 
al conditions  of  a  production  representative 
item  of  a  weapon  system,  equipment  or  mu- 
nition for  purposes  of  assessing  and  deter- 
mining the  effectiveness  and  suitability  of 
the  weapon  system,  equipment,  or  munition 
for  use  by  typical  users,  and.  if  appropriate, 
additional  operational  testing  including 
analysis  of  tactical  and  doctrinal  concepts 
for  and  key  components  of  weapon  systeins. 
equipment,  or  munitions:  and": 

(2)  in  subsection  (b)— 

(A)  by  adding  "and"  at  the  end  of  para- 
graph (4); 

(B)  by  striking  out  paragraph  (5);  and 

(C)  by  redesignating  paragraph  (6)  as 
paragraph  15): 

(3)  by  striking  out  subsection  (c): 

(4)  by  redesignating  subsections  (d)  and 
(el  as  subsections  (c)  and  (d).  respectively: 


(5)  by  striking  out  subsection  (f); 

(6)  by  redesignating  subsection  (g)  (as 
amended  by  subsection  (b))  as  subsection  (e) 
and  in  that  subsection  striking  out  ".iuch 
comments"  in  the  third  sentence  and  insert- 
ing in  lieu  thereof  "a  detailed  explanation 
of  the  points  of  agreement  and  disagreement 
between  the  Assistant  Secretary  and  the  Sec- 
retary of  the  military  department  concerned 
with  respect  to  each  evaluation  conducted 
by  the  Secretary  during  the  preceding  fiscal 
year  and  such  other  comments";  and 

(7)  by  redesignating  subsection  (h)  and 
subsection  (i)  (as  added  by  section  213(b))  as 
subsections  (f)  and  (g),  respectively. 

(d)  Effective  Dates.— 

(1)  Live-fire  testing  requirements.— Sec- 
tion 2364  of  title  10.  United  States  Code,  as 
added  by  subsection  (a),  shall  apply  with  re- 
spect to  systems,  munitions  programs,  and 
missile  programs  that  have  not  t>egun  full- 
scale  engineering  development  by  the  end  of 
the  90-day  period  beginning  on  the  date  of 
the  enactment  of  this  Act. 

(2)  Operational  testing  requirements.— 
Section  2365  of  title  10.  United  States  Code, 
as  added  by  subsection  (a),  and  the  amend- 
ments made  by  subsection  (b)  shall  apply 
with  respect  to  major  defense  acquisition 
programs  under  which,  on  the  date  of  the  en- 
actment of  this  Act,  the  Secretary  of  Defense 
or  the  Secretary  of  the  military  department 
concerned  has  not  entered  into  a  contract  to 
proceed  beyond  low-rate  initial  production. 

SEC.  215.  LIMITATION  OS  TKSTISG  OF  ASTISATEI.- 
lite  HEAPOMi 

(a)  ASAT  Testing  Moratorium.— The  Sec- 
retary of  Defense  may  not  carry  out  a  test  of 
the  Space  Defense  System  (anti-satellite 
weapon)  against  an  object  in  space  until  the 
President  certifies  to  Congress  that  the 
Soviet  Union  has  conducted,  after  the  date 
of  the  enactment  of  this  Act,  a  test  against 
an  object  in  space  of  a  dedicated  anti-satel- 
lite weapon. 

(b)  Expiration.— The  prohibition  in  sub- 
section (a)  expires  on  October  1,  1987. 

SEC.  2 IS.  AD* A. WED  ASTIARMOR  WEAPOS  SYSTEM. 

(a)  Feasibility  Demonstration  of  Candi- 
date Systems.— Of  the  funds  authorized  in 
section  201  for  the  Army,  $48,735,000  is  au- 
thorized to  be  appropriated  for  the  Ad- 
vanced Anti-Armor  Weapon  System  Medium 
(AAWS-M)  program,  but  funds  may  be  obli- 
gated for  such  program  only  if— 

(1)  the  Secretary  of  the  Army  begins  a  pro- 
totype feasibility  demonstration  of  not  more 
than  three  candidate  systems  for  such  pro- 
gram, including  a  true  fire-and-forget, 
launch,  and  leave  candidate: 

(2)  the  feasibility  demonstration  for  such 
a  system  is  capable  of  being  completed 
within  24  months  after  the  date  of  the  enact- 
ment of  this  Act: 

(3)  the  authority  for  test  planning  and 
evaluation  for  the  feasibility  demonstration 
is  the  Director  of  Test  and  Evaluation  of  the 
Department  of  Defense:  and 

(4)  the  actual  conduct  of  the  feasibility 
demonstration  is  carried  out  jointly  by  the 
Army  and  the  Marine  Corps. 

(b)  Requirement  for  Satisfaction  of  Serv- 
ice Anti-Armor  Requirements.— The  Secre- 
tary of  Defense  may  not  authorize  the  initi- 
ation of  full-scale  engineering  development 
of  the  winning  AA  WS-M  candidate  until— 

(1)  the  Secretary  of  the  Army  certifies  to 
the  Committees  on  Armed  Services  and  Ap- 
propriations of  the  Senate  and  House  of 
Representatives  that  the  winning  system 
meets  the  anti-armor  requirement  of  the 
Army:  and 

(2)  the  Secretary  of  the  Navy,  upon  recom- 
mendation   of    the    Commandant    of    the 


Marine  Corps,  certifies  to  such  Committees 
that  the  winning  system  meets  the  anti- 
armor  requirement  of  the  Marine  Corps. 

SEC.  217.  COORDISATIOS  OF  RESEARCH  ACTIVITIES. 

(a)  Purpose.— It  is  the  purpose  of  this  sec- 
tion to  strengthen  coordination  among  De- 
partment of  Defense  research  facilities  and 
other  organizations  in  the  Department  of 
Defense. 

(b)  Findings.— The  Congress  finds  that  cen- 
tralized coordination  of  the  collection  and 
dissemination  of  technological  data  among 
research  facilities  and  other  organizations 
within  the  Department  of  Defense  is  neces- 
sary (1)  to  ensure  that  personnel  of  the  De- 
partment are  currently  informed  about 
emerging  technology  for  defense  systems; 
and  (2)  to  avoid  unnecessary  and  costly  du- 
plication of  research  staffs  and  projects. 

(c)  DEFiNmoNS.—For  purposes  of  this  sec- 
tion: 

(1)  The  term  "Defense  research  facility" 
means  any  Department  of  Defense  facility 
which  performs  or  contracts  for  the  perform- 
ance of  (i)  basic  research,  or  (ii)  applied  re- 
search known  as  exploratory  development. 

(2)  The  term  "milestone  0  decision"  means 
a  decision  made  within  the  Department  of 
Defense  that  there  is  a  mission  need  for  a 
new  major  weapon  system  and  that  research 
and  development  is  to  begin  to  meet  such 
need. 

(3)  The  term  "milestone  I  decision"  means 
a  selection  by  an  appropriate  official  of  the 
Department  of  Defense  of  a  new  major 
weapon  system  concept  and  a  program  for 
demonstration  and  validation  of  such  con- 
cept. 

(4)  The  term  "milestone  II  decision" 
means  approval  by  an  appropriate  official 
with  the  Department  of  Defense  for  the  full- 
scale  development  of  a  new  major  weapon 
system. 

(d)  Coordination  of  Department  of  De- 
fense Technological  Data.— The  Secretary 
of  Defense  shall— 

(1)  promote,  monitor,  and  evaluate  pro- 
grams for  the  communication  and  exchange 
of  technological  data— 

(A)  among  the  Defense  research  facilities, 
combat  forces,  and  other  organizations  that 
are  involved  in  developing  for  the  Depart- 
ment of  Defense  the  technological  require- 
ments for  new  items  for  use  by  combat 
forces:  and 

(B)  among  Defense  research  facilities  and 
other  offices,  agencies,  and  bureaus  in  the 
Department  that  are  engaged  in  related 
technological  matters;  and 

(2)  ensure,  to  the  maximum  extent  practi- 
cable— 

(A)  that  Defense  research  facilities  are  as- 
signed broad  mission  requirements  rather 
than  specific  hardware  needs: 

(B)  that  appropriate  personnel  of  such  fa- 
cilities are  assigned  to  serve  as  consultants 
on  component  and  support  system  standard- 
ization: 

(C)  that  the  managers  of  such  facilities 
have  broad  latitute  to  choose  research  and 
development  projects: 

(Dl  that  technology  position  papers  pre- 
pared by  Defense  research  facilities  are  read- 
ily available  to  all  military  commands  and 
to  contractors  who  submit  bids  or  proposals 
for  Department  of  Defense  contracts;  and 

(E)  that,  in  order  to  promote  increased 
consideration  of  technological  issues  early 
in  the  development  process,  any  position 
papers  prepared  by  Defense  research  facili- 
ties on  technological  is.<iues  relating  to  a 
major  weapon  system  and  any  technological 
assessments  made  by  such  facilities  in  the 
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case  of  such  component  are  made  a  part  of 
the  records  considered  for  the  purpose  of 
making  milestone  0,  I,  and  II  decisions. 

(e)  Report.— The  Secretary  of  Defense 
shall  submit  to  the  Congress,  within  one 
year  after  the  date  of  the  enactment  of  this 
Act,  a  written  report  containing  a  descrip- 
tion of  (i)  the  actions  taken  by  the  Secretary 
for  the  purpose  of  implementing  this  sec- 
tion, and  (ii)  any  other  action  taken  by  the 
Secretary  for  the  purpose  of  improving  the 
management  and  utilization  of  Defense  re- 
search facilities. 

SEC.  2/S.  LIMIT  A  TION  ON  ESTABLISHMENT  OF  A  FED- 
ERALLY FVNDED  RESEARCH  AND  DE- 
VELOPMENT CENTER  FOR  THE  STRATE- 
GIC DEFE.\SE  INITIA  TIVE  PROGRAM. 

(a)  Limitation.— The  Secretary  of  Defense 
may  not  obligate  or  expend  any  funds  for 
the  purpose  of  operating  a  Federally  funded 
research  and  development  center  that  is  es- 
tablished for  the  support  of  the  Strategic  De- 
fense Initiative  Program  after  the  date  of 
the  enactment  of  this  Act  unless— 

(1/  the  Secretary  submits  to  the  Commit- 
tees on  Armed  Services  of  the  Senate  and 
House  of  Representatives  a  report  with  re- 
spect to  such  proposed  center  that  provides 
the  information  described  in  subsection  (b); 
and 

(2)  funds  are  specifically  authorized  to  be 
appropriated  for  such  purpose  after  the  date 
of  the  enactment  of  this  Act  in  an  Act  other 
than— 

(A)  an  appropriations  Act;  or 

(B)  a  continuing  resolution. 

(b)  Content  or  Report.— A  report  submit- 
ted under  subsection  <a)(l)  vnth  respect  to  a 
proposed  center  shall  include  a  discussion 
of- 

(1)  the  ability  of  existing  Federally  funded 
research  and  development  centers.  Federal 
research  laboratories,  and  private  contrac- 
tors to  perform  the  objectives  of  technologi- 
cal integration  and  evaluation  required  by 
the  Strategic  Defense  Initiative  Organiza- 
tion; 

12)  the  comparative  cost  of  having  the  pro- 
posed work  performed  by— 

(A)  the  Strategic  Defense  Initiative  Orga- 
nization; 

(B)  Federally  funded  research  and  develop- 
ment centers  in  existence  on  the  date  of  the 
enactment  of  this  Act' 

(C)  by  Federal  research  laboratories; 
<D)  by  private  contractors;  or 

(EJ  by  such  center; 

(3)  whether  such  center  is  intended  to  be— 

(A)  primarily  a  study  and  analysis  center; 
or 

(B)  primarily  a  system  engineering/ 
system  integration  center; 

(4)  whether  such  center  will  be  required  or 
authorized  to  enter  into  contracts  under 
which  research  projects  would  be  performed 
by  other  Federally  funded  research  and  de- 
velopment centers.  Federal  research  labora- 
tories, or  private  contractors; 

(5)  whether  the  contract  to  operate  such 
center  will  6c  awarded  on  a  competitive 
basis; 

(6)  whether  proposals  with  respect  to  the 
operation  of  such  center— 

(A)  will  be  considered  by  the  appropriate 
Defense  Agency;  and 

(Bt  will  be  subjected  to  review  by  persons 
to  be  elected  by  the  National  Academy  of 
Sdences; 

(7J  whether  such  center  will  be  designed  to 
prevent  even  the  possibility  of  an  appear- 
ance of  a  conflict  of  interest— 

(A)  by  prohibiting  any  officer,  employee, 
or  member  of  the  governing  body  of  sueh 
center  from  holding  any  position  with— 

Ii)  the  Strategic  Defense  Initiative  Organi- 
zation; or 


(ii)  a  private  contractor  that  has  a  sub- 
stantial interest  in  the  development  of  the 
Strategic  Defense  Initiative;  and 

(B)  by  prohibiting  more  than  one-half  of 
the  members  of  the  governing  body  of  the 
proposed  Federally  Funded  Research  Center 
from  simultaneously  holding  any  position 
with  the  Strategic  Defense  Initiative  Adviso- 
ry Committee  or  any  similar  body  which 
provides  technological,  scientific,  or  strate- 
gic advice  to  the  Department  of  Defense 
about  the  Strategic  Defense  Initiative; 

(8)  whether  other  actions  will  be  taken  to 
avoid  possible  conflict  of  interest  situations 
within  such  center: 

IS)  the  role  of  the  Department  of  Defense 
in— 

(A)  the  selection  of  the  staff  of  such  center; 
and 

(B)  the  internal  organization  of  such 
center:  and 

(10)  whether  a  prescribed  minimum  per- 
centage of  the  annual  budget  of  such  center 
will  be  set  aside  for  research  to  be  conducted 
independently  of  the  Department  of  Defense. 

SEC.  219.  LIMITATION  ON  TESTING  ELECTROMAGNET- 
IC Pl'LSE. 

During  fiscal  year  1987,  the  Secretary  of 
the  Navy  may  not  carry  out  a  demonstra- 
tion test  of  an  electromagnetic  pulse  in  the 
Chesapeake  Bay,  Maryland  and  Virginia,  in 
connection  with  the  Electromagnetic  Pulse 
Radiation  Environment  Simulator  Program 
for  Ships. 

SEC.  220.  TRANSFER  OF  FINDS. 

Of  the  amounts  appropriated  pursuant  to 
authorizations  of  appropriations  in  this 
Act,  the  Secretary  of  Defense  shall  make 
available  to  the  Director  of  Central  Intelli- 
gence, from  amounts  other  than  amounts 
appropriated  for  intelligence  and  intelli- 
gence-related activities,  the  sum  of 
$90,000,000,  which  shall  be  q.vailable  as  the 
Director  may  determine  for  the  collection, 
processing,  and  analysis  of  intelligence  to 
support  counterintelligence,  countemarco- 
tics,  and  counterterrorism  programs  and  ac- 
tivities within  the  National  Foreign  Intelli- 
gence Program. 

TITLE  III— OPERA  TIOS  ASD  M.AISTESASCE 
SEC.  391.  OPERATION  AND  MAINTENANCE  FINDING. 

(a)  Authorization  of  Appropriations.— 
Funds  are  hereby  authorized  to  be  appropri- 
ated for  fiscal  year  1987  for  the  use  of  the 
Armed  Forces  and  other  activities  and  agen- 
des  of  the  Department  of  Defense  for  ex- 
penses, not  otherwise  provided  for,  for  oper- 
ation and  maintenance  in  amounts  as  fol- 
lows: 

For  the  A  rmy,  $20, 742, 770, 000. 

For  the  Navy,  $24,437,000,000. 

For  the  Marine  Corps.  $1,845,700,000. 

For  the  Air  Force,  $19,562,600,000. 

For  the  Defense  Agencies.  $6. 728,097,000. 

For  the  Army  Reserve,  $789,800,000. 

For  the  Naval' Reserve,  $907,500,000. 

For  the  Marine  Corps  Reserve.  $64,800,000. 

For  the  Air  Force  Reserve,  $927,100,000. 

For  the  Army  National  Guard, 
$1,790,100,000. 

For  the  Air  National  Guard, 
$1,783,100,000. 

For  the  National  Board  for  the  Promotion 
of  Rifle  Practice,  $4,330,000. 

For  the  Military  Health  Care  Account, 
$1,569,503,000. 

For  Defense  Claims,  $153,100,000. 

For  the  Court  of  Military  Appeals, 
$3,400,000. 

For  Foreign  Currency  Fluctuations.  De- 
fense, $495,000,000. 

For  Environmental  "Restoration,  Defense, 
$385,900,000. 


lb)  General  Authorization  for  Contin- 
GENCIES.— There  are  authorized  to  be  appro- 
priated for  fiscal  year  1987,  in  addition  to 
the  amounts  authorized  to  be  appropriated 
in  subsection  la),  such  sums  as  may  be  nec- 
essary— 

(1)  for  unbudgeted  increases  in  fuel  costs; 

121  for  unbudgeted  increases  as  the  result 
of  inflation  in  the  cost  of  activities  author- 
ized by  subsection  (a);  and 

131  for  unbudgeted  amounts  for  salary, 
pay,  retirement,  and  other  employee  benefits 
authorized  by  law  for  civilian  employees  of 
the  Department  of  Defense  whose  compensa- 
tion is  provided  for  by  funds  authorized  to 
be  appropriated  in  subsection  (a). 

Ic)  Limitation  on  Obligations.— The  maxi- 
mum amount  that  may  be  obligated  from  an 
appropriation  account  for  which  funds  are 
authorized  to  be  appropriated  by  this  sec- 
tion or  section  302  or  303  is  the  amount  au- 
thorized to  be  appropriated  for  that  account 
plus  any  amount  authorized  under  subsec- 
tion lb). 

SEC.  302.  WORKING  CAPITAL  Fl.\DS 

Funds  are  hereby  authorized  to  be  appro- 
priated for  fiscal  year  1987  for  the  use  of  the 
Armed  Forces  and  other  activities  and  agen- 
cies of  the  Department  of  Defense  for  provid- 
ing capital  for  working-capital  funds  in 
amounts  as  follows: 

For  the  Army  Stock  Fund,  $286, 700,000. 

For  the  Navy  Stock  Fund,  $458,500,000. 

For  the  Marine  Corps  Stock  Fund. 
$44,400,000. 

For  the  Air  Force  Stock  Fund, 
$239,400,000. 

For  the  Defense  Stock  Fund,  $126,800,000. 

SEC.  303  AITHORIZATION  OF  APPROPRIATIONS  FOR 
ASSISTANCE  TO  PAN  AMERICAN 
GAMES 

Funds  are  hereby  authorized  to  be  appro- 
priated for  fiscal  year  1987  for  assistance  to 
the  Tenth  International  Pan  American 
Games  in  accordance  with  section  304  of  the 
Department  of  Defense  Authorization  Act, 
1986  (Public  Law  99-145:  99  Stat  5831,  in 
the  amount  of  $15,000,000. 

SEC.  304.  PROHIBITIONS  ON  MAN.AGING  CIVILIAN 
PERSONNEL  BY  END  STRENGTHS  A.\'D 
ON  CONTROLLING  PERSONNEL  NOT 
FVNDED  BY  GOVERNMENT. 

(a)  In  General.— Section  140b  of  title  10, 
United  States  Code,  is  amended— 

(1)  by  inserting  "(a)"  at  the  beginning  of 
the  text  of  such  section: 

(21  by  inserting  "and"  before  "(2)": 

(3)  by  striking  out  ".  and  (3)"  and  all  that 
follows  through  "such  fiscal  year": 

(4)  by  striking  out  the  period  at  the  end  of 
the  second  sentence  and  inserting  in  lieu 
thereof  "or  any  constraint  or  limitation 
(known  as  an  'end-strength')  on  the  number 
of  such  personnel  who  may  be  employed  on 
the  last  day  of  such  fiscal  year  ";  and 

(5)  by  adding  at  the  end  the  following: 
"(b)  The  number  of  and  the  amount  of 

funds  available  to  be  paid  to.  indirectly 
funded  Government  employees  of  the  De- 
partment of  Defense  may  not  be— 

"(1)  subject  to  any  constraint  or  limita- 
tion on  the  number  of  such  personnel  who 
may  be  employed  on  the  last  day  of  a  fiscal 
year: 

"(2)  managed  on  the  basis  of  any  end- 
strength;  or 

"(3)  controlled  under  any  policy  of  the 
Secretary  of  a  military  department  for  con- 
trol ofdvilian  manpower  resources. 

"(c)  In  this  section,  the  term  'indirectly 
funded  Government  employees'  means  dvil- 
ian  employees  of  the  Department  of  De- 
fense— 
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"tit  who  are  employed  by  industrial-type 
activities  or  commercial- type  activities  de- 
scribed in  section  2208  of  this  title;  and 

"121  whose  salaries  and  benefits  are 
funded  from  sources  other  than  appropri- 
ated funds. ". 

(bJ  EmcTtvE  Date.— Subsections  fbJ  and 
(c>  of  section  140b  of  title  10,  United  States 
Code,  as  added  by  subsection  (a),  shall  take 
effect  on  October  1,  1986. 

<c)  Conform/no  Amendments.— Section 
138(c)  of  tiUe  10,  United  States  Code,  U 
amended— 

11)  by  striking  out  paragraph  12); 

12)  by  redesignating  paragraph  (3)  as 
paragraph  (2)  and  in  subparagraph  (A)  of 
that  paragraph^ 

(A)  by  striking  out  "annual"  before 
"active  duty"  the  first  place  it  appears  in 
the  first  sentence; 

(B)  by  striJcing  out  "the  annual  civilian 
personnel  end  strength  level"  in  the  first  sen- 
tence and  inserting  in  lieu  thereof  "project- 
ing civilian  personnel  strength  levels"; 

to  by  striking  out  "next  fiscal  year,  and 
shall  include  in  that  report  justification  for 
the  strength  levels  recommended  and  an  ex- 
planation of  the  relationship  between  the 
personnel  strength  levels  recommended  for 
ttiat  fiscal  year"  and  inserting  in  lieu  there- 
of "next  fiscal  year  The  Secretary  shall  in- 
clude in  that  report  justification  for  the 
strength  levels  recommended  for  active  duty 
end  strengths  and  projected  for  civilian  per- 
sonnel and  an  explanation  of  the  relation- 
ship between  such  strength  levels"; 

(3)  by  redesignating  paragraph  (4)  as 
paragraph  13)  and  in  that  paragraph  strik- 
ing out  "or  civilian  ";  and 

(4)  by  redesignating  paragraph  IS)  as 
paragraph  (4). 

SEC.  3$S.  CO\TRACT  PEKSOWEL  TO  BE  ISCLIVED  /.V 
Bl'DGET  JISTIFICA  TIO.\. 

Section  2203  of  title  10,  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  sentences:  "The  Secretary  of 
Defense  shall  provide  that  the  budget  justifi- 
cation documents  for  such  budget  include 
information  on  the  number  of  employees  of 
contractors  estimated  to  be  working  on  con- 
tracts of  the  Department  of  Defense  during 
the  fiscal  year  for  which  the  budget  is  sub- 
mitted. Such  irkformation  shall  be  set  forth 
in  terms  of  employee-years  or  such  other 
measure  as  will  be  uniform  and  readily  com- 
parable with  civilian  personnel  of  the  De- 
partment of  Defense. ". 

SEC.  Jtt.  PROCVREMEST  OF  CEKTAI.\  BAKERY  A\D 
DAIRY  PRODHTS  OITSIDE  THE 
i.MTED  STATES. 

(a)  Procurement  or  Bakery  and  Dairy 
Products.— Chapter  143  of  title  10,  United 
States  Code,  is  amended  by  adding  at  the 
end  the  following  new  section: 

"§24Z2.  Bakery  and  dairy  products:  procurement 
outside  the  I'nittd  StaUt 

"la)  The  Secretary  of  Defense  may  author- 
ize any  element  of  the  Department  of  De- 
fense that  procures  bakery  and  dairy  prod- 
ucts for  use  by  the  armed  forces  outside  the 
United  States  to  procure  any  products  de- 
scribed in  subsection  lb)  through  the  use  of 
procedures  other  than  competitive  proce- 
dures. 

"(b)  The  products  referred  to  in  subsection 
la)  are  bakery  or  dairy  products  produced 
by  the  Army  and  Air  Force  Exchange  Service 
in  a  facility  outside  the  United  States  that 
began  operating  before  July  1.  1986.  ". 

lb)  Clerical  Amendment.— The  table  of  sec- 
tions at  the  beginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  follovxing 
new  item: 


"2422.  Bakery  and  dairy  products:  procure- 
ment outside  the  United 
States. ". 

SEC.  S$J.  nSCTIOSS  OF  MILITARY  COMMISSARIES; 
PURCHASE  OF  ALCOHOLIC  BEVERAGES 
BY  nonappropriated  FCSD  ISSTRV- 

MENTALITIES. 

la)  In  General.— Chapter  147  of  title  10. 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  sections: 
"§2486.  Commisiary  ttoret:  merchandise  that  may 

be  told;  uniform  surcharges 

"la)  Commissary  stores  are  similar  to 
commercial  grocery  stores  and  may  sell  mer- 
chandise similar  to  that  sold  in  commercial 
grocery  stores. 

"lb)  Merchandise  sold  in  commissary 
stores  may  include  items  in  the  following 
categories: 

"ID  Health  and  beauty  aids. 

"12)  Meat  and  poultry. 

"13)  Fish  and  seafood. 

"14)  Produce. 

"IS)  Food  and  non-food  grocery  items. 

"16)  Bakery  goods. 

"171  Dairy  products. 

"18)  Tobacco  products. 

"19)  Delicatessen  itCTns. 

"110)  Frozen  foods. 

"Ill)  Other  categories  designated  in  regu- 
lations prescribed  by  the  Secretary  of  a  mili- 
tary department  and  approved  by  the  Secre- 
tary of  Defense. 

"Ic)  An  adjustment  of  or  surcharge  on 
sales  prices  in  commissary  stores  under  sec- 
tion 2484(b)  or  26851a)  of  this  title  or  for 
any  other  purpose  shall  be  applied  as  a  uni- 
form percentage  of  the  sales  price  of  all  mer- 
chandise sold  in  commissary  stores. 
"§2487.  Commissary  stores:  limitations  on  release 

of  sales  information 

"la)  In  order  to  protect  commercially  val- 
uable information,  the  Secretary  of  a  mili- 
tary department,  except  as  provided  in  sub- 
section lb),  may  not  release  to  the  public 
those  portions  of  computer  data  generated 
by  electronic  scanners  used  in  military  com- 
missaries, and  those  portions  of  reports  gen- 
erated by  such  scanners,  that  contain  the 
following  information: 

"ID  The  unit  prices  of  items  sold. 

"12)  The  number  of  units  of  items  sold. 

"lb)  Information  subject  to  subsection  la) 
may  be  released  under  a  written  agreement. 
Any  such  agreement  shall  require  payment 
for  such  information  and  shall  specify  the 
amount  of  such  payment. 

"Ic)  Amounts  received  by  the  United  States 
under  an  agreement  described  in  subsection 
lb)  with  respect  to  a  commissary  shall  be  de- 
posited in  the  Commissary  Trust  Revolving 
Fund  of  the  military  department  under 
which  the  commissary  is  operated. 
"§2488.    Nonappropriated   fund   instrumentalities: 

purchase  of  alcoholic  beverages 

"la)  The  Secretary  of  Defense  shall  provide 
that— 

"ID  covered  alcoholic  beverage  purchases 
made  for  resale  on  a  military  installation 
located  in  the  United  States  shall  be  made 
from  the  most  competitive  source,  price  and 
other  factors  considered,  except  that 

"12)  in  the  case  of  malt  beverages  and 
wine  purchased  for  resale  on  a  military  in- 
stallation located  in  the  contiguous  States, 
such  purchases  shall  be  made  from,  and  de- 
livery shall  be  accepted  from,  a  source 
within  the  State  in  which  the  military  in- 
stallation concerned  is  located. 

"lb)  If  a  military  installation  located  in 
the  contiguous  States  is  located  in  more 
than  one  State,  a  source  of  supply  in  any 
State  in  which  the  installation  is  located 


shall  be  considered  for  the  purposes  of  sub- 
section Ia)l2)  to  be  a  source  within  the  State 
in  which  the  installation  is  located. 

"Ic)  In  this  section: 

"ID  The  term  'covered  alcoholic  beverage 
purchases'  means  purchases  of  alcoholic 
beverages  by  a  nonappropriated  fund  instru- 
mentality of  the  Department  of  Defense  with 
nonappropriated  funds. 

"12)  The  term  'State'  includes  the  District 
of  Columbia. ". 

lb)  Repeal  of  Limitation  on  FY86  Funds.— 
Section  8099  of  the  Department  of  Defense 
Appropriations  Act,  1986  las  contained  in 
section  lOlIb)  of  Public  Law  99-190),  is  re- 
pealed. 

Ic)  Exemption  From  Written  Notice  Re- 
quirements.—Section  230Slb)  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  of  paragraph  14)  the  following 
new  subparagraph: 

"IE)  Subparagraph  ID)  does  not  apply 
with  respect  to  the  award  of  a  contract  for 
the  acquisition  of  perishable  subsistence 
items. ". 

Id)  Clerical  Amendment.— The  table  of  sec- 
tions at  the  beginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  items: 

"2486.  Commissary  stores:  merchandise  that 
may  be  sold;  uniform  sur- 
charges. 

"2487.  Commissary  stores:  limitation  on  re- 
lease of  sales  informatioTL 

"2488.  Nonappropriated  fund  instrumental- 
ities: purchase  of  alcoholic  bev- 
erages. ". 

SEC  308.  AITHORITV  FOR  SECRETARY  OF  DEFENSE 
TO  ACCEPT  GIFTS  FOR  THE  DEFE.\SE 
DEPESDE.STS'  EDVCATION  SYSTEM. 

la)  In  General.— Chapter  155  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 

"§2605.  Acceptance  of  gifts  for  defense  dependents' 
education  system 

"la)  The  Secretary  of  Defense  may  accept, 
hold,  administer,  and  spend  any  gift  lin- 
cluding  any  gift  of  an  interest  in  real  prop- 
erty) made  on  the  condition  that  it  be  used 
in  connection  with  the  operation  or  admin- 
istration of  the  defense  dependents'  educa- 
tion system  provided  for  under  the  Defense 
Dependents'  Education  Act  of  1978  120 
U.S.C.  921  et  seq.).  The  Secretary  may  pay 
all  necessary  expenses  in  connection  with 
the  acceptance  of  a  gift  under  this  subsec- 
tion. 

"lb)  There  is  established  in  the  Treasury  a 
fund  to  be  known  as  the  'Department  of  De- 
fense Dependents'  Education  Gift  Fund'. 
Gifts  of  money,  and  the  proceeds  of  the  sale 
of  property,  received  under  subsection  la) 
shall  be  deposited  in  the  fund.  The  Secretary 
may  disburse  funds  deposited  under  this 
subsection  for  the  benefit  or  use  of  the  de- 
fense dependent's  education  system,  subject 
to  the  terms  of  the  gift. 

"Ic)  Subsectior  Ic)  of  section  2601  of  this 
title  applies  to  property  that  is  accepted 
under  subsection  la)  in  the  same  manner 
that  such  subsection  applies  to  property  that 
is  accepted  under  subsection  la)  of  that  sec- 
tion. 

"ld)ll)  Upon  request  of  the  Secretary  of 
Defense,  the  Secretary  of  the  Treasury  may— 

"lA)  retain  money,  securities,  and  the  pro- 
ceeds of  the  sale  of  securities,  in  the  Depart- 
ment of  Defense  Dependents'  Education  Gift 
Fund;  and 

"IB)  invest  money  and  reinvest  the  pro- 
ceeds of  the  sale  of  securities  in  that  fund  in 
securities  of  the  United  Stales  or  in  securi- 


ties guaranteec 
by  the  United  S 

"12)  The  in 
from  those  sec 
the  credit  of  th 
as  provided  in 

"le)  In  this  si 
a  devise  of  reai 
sonal  property. 

"If)  The  Sec 
scribe  regulatii 

lb)  Clerical 
tions  at  the  t 
amended  by  ac 
new  item: 
"260S.  Acceptt 
P< 
SBC.  in.  renova 

la)  In  Genei 
United  States 
at  the  end  of  s 
section: 
"§2810.  Renovat 

"la)  The  Sei 
out  renovatiot 
tenance,  repa 
projects  for  an 
or  one  or  mor 
purpose  facili 
operations  ant 

"(b)  The  am 
ovation  proja 
mum  amount 
construction  ] 
this  title. 

■  "(c)  Constru 
tions  to  exist\ 
ried  out  undei 

(b)  Clerical 
tions  at  the  bt 
amended  by  a 
new  item: 
"2810.  Renova 

SEC.  310.  PROHH 
VM 
DVi 

(a)  General 
fense  may  noi 
purchase  of  ■ 
company  if  th 
partnership  oj 

ID  is  engagt 
um  products  i 

12)  during 
purchased  pe 
indirectly,  fro 

(bl  Petrole 
purposes  of  th 
product"  mea 
or  any  refinec 
any  natural  i 
liquid  produc 

Ic)     EFFECT! 

take  effect  st 
enactment  of 
um  products 
section  takes 
for  purposes  c 

SEC.  311.  PROh 
PE 
Ml 

la)  Prohie 
Secretary  of  I 
Army  may  nc 
performance 
functions  per, 
partment  of  1 
munition  Ac 
McAlester  An 
ter.  Oklahomi 

lb)  EXCEPTI 

tion  (a)  does 
renewal  of  a 


UMI 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24011 


irposes  of  sub- 
ithin  the  State 
•ated. 


es  the  District 

FY86  Funds.— 

mt  of  Defense 

contained  in 

99-190),  is  re- 


les  not  apply 
a  contract  for 
'e   subsistence 

ie  table  of  see- 
ch chapter  is 
'  the  following 

■chandise  that 
uniform    sur- 

itation  on  re- 
rmation. 
instrumental- 
alcoholic  bev- 

RY  OF  DEFENSE 
t  THE  DEFENSE 
ION  SYSTEM. 

55  of  title  10, 
led  by  adding 
ction: 

?n»e  dependentt ' 


I  2601  of  thU 
t  is  accepted 
same  ynanner 
property  that 
jJ  of  that  sec- 
Secretary  of 
■easury  may— 
,  and  the  pro- 
n  the  Depart- 
ducation  Gift 

vest  the  pro- 

i  that  fund  in 

or  in  securi- 


ties guaranteed  as  to  principal  and  interest 
by  the  United  States. 

"12)  The  interest  and  profits  accruing 
from  those  securities  shall  be  deposited  to 
the  credit  of  the  fund  and  may  be  disbursed 
as  provided  in  subsection  (b). 

"(e)  In  this  section,  the  term  'gift'  includes 
a  devise  of  real  property  or  a  bequest  of  per- 
sonal property. 

"(f)  The  Secretary  of  Defense  shall  pre- 
scribe regulations  to  carry  out  this  section. ". 

(b)  Clerical  Amendment.— The  table  of  sec- 
tions at  the  beginning  Of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  item: 

"260S.  Acceptance  of  gifts  for  defense  de- 
pendents' education  system. ". 

SBC.  in.  RENOVATION  OF  FACILITIES 

(a)  In  General.— ChapUr  169  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  of  subchapter  I  the  following  new 
section: 

"§2810.  Renovation  of  facilities 

"(a)  The  Secretary  concerned  may  carry 
out  renovation  projects  that  combine  main- 
tenance, repair,  and  minor  construction 
projects  for  an  entire  single-purpose  facility, 
or  one  or  more  functional  areas  of  a  multi- 
purpose facility,  u^ing  funds  available  for 
operations  and  maintenance. 

"(b)  The  amount  obligated  on  such  a  ren- 
ovation project  may  not  exceed  the  maxi- 
mum amount  specified  by  law  for  a  minor 
construction  project  under  section  2805  of 
this  title. 

"(c)  Construction  of  new  facilities  or  addi- 
tions to  existing  facilities  may  not  be  car- 
ried out  under  the  authority  of  this  section. " 

(b)  Clerical  Amendment.— The  table  of  sec- 
tions at  the  l>eginning  of  such  subchapter  is 
amended  by  adding  at  the  end  the  following 
new  iteyn: 

"2810.  Renovation  of  facilities. ". 

SEC  no.  PROHIBITION  OF  PURCHASE  OF  PETROLE- 
UM PRODUCTS  FROM  COMPANIES  PRO- 
DUCIJVG  OIL  IN  ANGOLA. 

(a)  General  Rule.— The  Secretary  of  De- 
fense may  not  enter  into  a  contract  for  the 
purchase  of  a  petroleum  product  from  a 
company  if  the  company  (or  a  subsidiary  or 
partnership  of  the  company)— 

(1)  is  engaged  in  the  production  of  petrole- 
um products  in  Angola;  or 

(2)  during  the  preceding  12  months  has 
purchased  petroleum  products,  directly  Or 
indirectly,  from  Angola^ 

(b)  Petroleum  Product  Defined.— For  the 
purposes  of  this  section,  the  term  "petroleum 
product"  means  crude  oil,  residual  fuel  oil, 
or  any  refined  petroleum  product  (including 
any  natural  gas  liquid  or  any  natural  gas 
liquid  product). 

(c)  Effective  Date.— This  section  shall 
take  effect  six  months  after  the  date  of  the 
enactment  of  this  Act  Purchases  of  petrole- 
um products  before  the  date  on  which  this 
section  takes  effect  shall  not  be  considered 
for  purposes  of  subsection  (a)(2). 

SEC.  ill.  PROHIBITION  OF  CONTRACTS  FOR  THE 
PERFORMANCE  OF  CERTAIN  ARMY  AM- 
MUNITION ACTIVITIES. 

(a)  Prohibitions  of  Contracting.— The 
Secretary  of  Defense  and  the  Secretary  of  the 
Army  may  not  enter  into  a  contract  for  the 
performance  by  contractor  personnel  of 
functions  performed  by  employees  of  the  De- 
partment of  Defense  at  the  Crane  Army  Am- 
munition Activity,  Crane,  Indiana,  or  the 
McAlester  Army  Ammunition  Plant  McAles- 
ter,  Oklahoma. 

(b)  Exception.— The  prohibition  in  subsec- 
tion (a)  does  not  apply  to  a  contract  (or  the 
reneuml  of  a  contract)  for  the  performance 


of  a  function  that  on  the  date  of  the  enact- 
ment of  this  Act  is  under  contract  for  per- 
formance by  contractor  personnel 

SEC.  112.  EXTENSION  OF  ALTHORIZATION  FOR  HU- 
MANITARIAN ASSISTANCE. 

(a)  Transportation,  Administration,  and 
Delivery  of  Humanitarian  Relief  Supplies 
TO  Afghan  Refugees.— Section  305  of  the  De- 
partment of  Defense  Authorisation  Act  1986 
(Public  Law  99-145;  99  Stat  617),  is  amend- 
ed- 

(1)  by  inserting  after  "sum  of  $10,000,000" 
in  subsection  (a)  the  following:  "and  for 
fiscal  year  1987  the  sum  of  $3,000,000"; 

(2)  by  striking  out  "for  the  purpose  of"  in 
subsection  (a)  and  inserting  in.  lieu  thereof 
"for  the  purposes  of  (1)"; 

(3)  by  iTiserting  after  "Soviet  Union"  in 
subsection  (a)  the  following:  ",  (2)  paying 
administrative  costs  of  providing  such 
transportation,  and  (3)  providing  for  the  ac- 
quisition of  transportation  assets  for  the 
distribution  of  supplies  as  part  of  such 
relief";  and 

(4)  by  adding  at  the  end  the  following  new 
subsection: 

"(d)  Availability  of  Funds.— Amounts  ap- 
propriated pursuant  to  the  authorisation  in 
subsection  (a)  shall  remain  available  until 
expended,  if  so  provided  in  appropriation 
Acts. " 

(b)  Distribution  of  Excess  Nonlethal 
Supplies  for  Humanitarian  Relief.— (1)  Sec- 
tion 2547(b)  of  title  10,  United  States  Code, 
is  amended  to  read  as  follows: 

"(b)  Excess  supplies  m.ade  available  for 
humanitarian  relief  purposes  under  this  sec- 
tion shall  be  transferred- 

"(1)  to  the  Secretary  of  State,  who  shall  be 
responsible  for  the  distribution  of  such  sup- 
plies; or 

"(2)  following  notification  to  the  Secre- 
tary of  State,  to  a  component  of  the  Depart- 
ment of  Defense  which  plans  to  distribute 
such  supplies  under  otherwise  authorised 
humanitarian  and  civic  assistance  pro- 
grams. ". 

(2)  There  is  hereby  authorised  to  be  appro- 
priated to  the  Secretary  of  Defense  for  fiscal 
year  1987  the  sum  of  $9,000,000  to  carry  out 
section  2547  of  title  10.  United  States  Code. 

SiET.  Hi.  national  board  for  the  PROMOTION  OF 
RIFLE  PRAiriCE. 

(a)  Personnel  Services.— Section  4308  of 
title  10,  United  States  Code,  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(c)  The  Secretary  may  provide  personnel 
services  (in  addition  to  pay  and  non-travel 
related  allowances  for  members  of  the  armed 
forces)  in  carrying  out  the  authority  of  the 
Secretary  under  this  section  and  sections 
4310  through  4312  of  thU  title. ". 

(b)  Allowances  for  Competitors  at  Na- 
tional Matches.— Section  4313  of  such  title 
is  amended— 

(1)  by  striking  out  "draw  not  more  than" 
in  subsection  (a)  and  all  that  follows 
through  the  end  of  the  subsection  and  insert- 
ing in  lieu  thereof  "be  paid  a  subsistence  al- 
lowance in  such  amount  as  the  Secretary  of 
the  Army  shall  prescribe. ";  and 

(2)  by  striking  out  "of  five  cents  a  mile"  in 
subsection  (b)  and  inserting  in  lieu  thereof 
"in  such  amount  as  the  Secretary  of  the 
Army  shall  prescribe". 

SEC.  il4.  PROHIBITION  ON  JOINT  USE  OF  CRA  Y  ARMY 
AIRFIELD  WITH  CIVIL  A  VIATION. 

The  Secretary  of  the  Army  may  not  enter 
into  an  agreement  to  allow  joint  use  of  the 
Robert  Gray  Army  Airfield  at  Fort  Hood, 
Texas,  unth  civil  aviation. 


SEC.  its.  PREFERENCE  FOR  UNITED  STATES  AORI. 
CULTURAL  PRODUCTS  IN  COMMISSARY 
FOOD  PURCHASES 

(a)  Preference  Requirement.— The  Secre- 
tary of  Defense  shall  require  that  when  ac- 
quiring food  products  through  the  use  of 
competitive  procedures  for  resale  through 
commissary  stores  located  in  the  United 
States,  the  Department  of  Defense  give  pref- 
erence to  United  States  companies  that  use 
United  States  agricultural  commodities  in 
the  products  sold  to  the  Department  of  De- 
fense. 

(b)  Guidelines.— The  Secretary  shall  devel- 
op guidelines  to  implement  the  preference 
required  by  subsection  (a).  Such  guidelines 
shall  be  developed  and  implemented  not 
later  than  60  days  after  the  date  of  enact- 
ment of  this  Act  The  Secretary  shall  trans- 
mit a  copy  of  the  guidelines  to  the  Commit 
tees  on  Armed  Services  of  the  Senate  and 
House  of  Representatives  as  soon  as  they  are 
developed. 

(c)  Report.— The  Secretary  shall  not  later 
than  120  days  after  the  date  of  the  enact 
menl  of  this  Act  submit  to  the  Committees 
on  Armed  Services  of  the  Senate  and  House 
of  Representatives  a  report  on  the  imple- 
mentation of  this  section. 

SEC.  lis.  TRANSPORTATION  OF  LIVESTOCK  FEED. 

The  Secretary  of  Defense  may  authorise 
the  use  during  1986  of  National  Guard 
equipment  and  personnel  for  transportation 
(including  airlift)  of  livestock  feed  to 
dtought-stricken  areas  of  the  United  States. 
TITLE  IV— MILITARY  PERSONNEL 
Ai'THORIZATIONS 

SEC.  401.  END  STRENGTHS  FOR  ACTIVE  FORCES 

The  Armed  Forces  are  authorised  strengths 
for  active-duty  personnel  as  of  September  30, 
1987,  as  follows: 

(1)  The  Army,  780.800. 

(2)  The  Navy,  583,300. 

(3)  The  Marine  Corps.  198.800. 

(4)  The  Air  Force.  606.470. 

SEC.  402.  END  STRENGTHS  FOR  SELECTED  RESERVE. 

(a)  In  General.— For  fiscal  year  1987,  the 
Selected  Reserve  of  the  reserve  components 
of  the  Armed  Forces  shall  be  programmed  to 
attain  strengths  as  of  September  30.  1987,  of 
not  less  than  the  following: 

(1)  The  Army  National  Guard  of  the 
United  States,  456.596. 

(2)  The  Army  Reserve.  326,600. 
(31  The  Naval  Reserve.  152.994. 

(4)  The  Marine  Corps  Reserve.  43,663. 

(5)  The  Air  National  Guard  of  the  United 
States.  115,013. 

(6)  The  Air  Force  Reserve.  80.489. 

(7)  The  Coast  Guard  Reserve.  13.000. 

(b)  Adjustments.— The  end  strengths  pre- 
scrH>ed  by  subsection  (a)  for  the  Selected  Re- 
serve of  any  reserve  component  shall  be  pro- 
portionately reduced  by— 

(1)  the  total  authorised  strength  of  units 
organised  to  serve  as  units  of  the  Selected 
Reserve  of  such  component  which  are  on 
active  duty  (other  than  for  training)  at  the 
end  of  the  fiscal  year;  and 

(21  the  total  number  of  individual  mem- 
bers not  in  units  organised  to  serve  as  units 
of  the  Selected  Reserve  of  such  component 
who  are  on  active  duty  (other  than  for  train- 
ing or  for  unsatisfactory  participation  in 
training)  without  their  consent  at  the  end  of 
the  fiscal  year. 

SEC.  401.  END  STRENGTHS  FOR  RESERVES  ON 
ACTIVE  DUTY  IN  SUPPORT  OF  THE  RE- 
SERVE COMPO.SE.VTS. 

(a)  In  General.— Within  the  end  strengths 
prescribed  in  section  402,  the  reserve  compo- 
nents of  the  Armed  Forces  are  authorised,  as 
of  September  30.  1987.  the  following  number 
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of  Reserves  to  be  serving  on  full-time  active 
duty  or,  in  the  case  of  members  of  the  Na- 
tional Guard,  on  full-time  National  Guard 
dutyjor  the  purpose  of  organizing,  adminis- 
tering, recruiting,  instructing,  or  training 
the  reserve  components  or  the  National 
Guard: 

<1)  The  Army  National  Guard  of  the 
United  States,  25,731. 

12)  The  Army  Reserve,  12,657. 

13)  The  Naval  Reserve,  21,476. 

(41  The  Marine  Corps  Reserve,  1,745. 

(5)  The  Air  National  Guard  of  the  United 
StaUs,  8,169. 

(6J  The  Air  Force  Reserve,  665. 

fbJ  AVTHORJTV  To  Increase  End-Strength 
Limit.— Upon  a  determination  by  the  Secre- 
tary of  Defense  that  such  action  is  in  the  na- 
tional interest,  the  end  strengths  prescribed 
by  subsection  (al  may  be  increased  by  a 
total  of  not  more  than  the  numt)er  equal  to  2 
percent  of  the  total  end  strengths  prescribed. 

SEC.  494.  MILITARY  TRAISISG  STIDEST LOADS. 

(al  In  General.— For  fiscal  year  1987.  the 
components  of  the  Armed  Forces  are  author- 
ized average  military  training  student  loads 
<u  follows: 

(1/ The  Army,  76,758. 

(2)  The  Navy.  72,483. 

(3 J  The  Marine  Corps,  19,433. 

(4)  The  Air  Force,  43.911. 

(51  The  Army  National  Guard  of  the 
United  StaUs,  18,262. 

(6)  The  Army  Reserve.  15,858. 

(7)  The  Naval  Reserve,  3.493. 

(8)  The  Marine  Corps  Reserve,  3,944. 

(9)  The  Air  National  Guard  of  the  United 
StaUs.  3,566. 

(10)  The  Air  Force  Reserve,  2,127. 

(b)  Adjustments.— The  average  military 
student  loads  for  the  Army,  the  Navy,  the 
Marine  Corps,  and  the  Air  Force  and  the  re- 
serve components  authorized  in  subsection 
(a)  for  fiscal  year  1987  shall  be  adjusted  con- 
sistent iDith  the  personnel  strengths  author- 
ized in  sections  401  and  402.  Such  adjust- 
ment shall  be  apportioned  among  the  Army, 
the  Navy,  the  Marine  Corps,  and  the  Air 
Force  and  the  reserve  components  in  such 
manner  as  the  Secretary  of  Defense  shall 
prescribe. 

TITLE  V— DEFENSE  PERSONNEL  POLICY 
Part  A— Active  Forces 

sec.  S$L  ASSIGSMENT  OF  ACTIVE-DITY  MEMBERS 
OtTSIDE  THE  I'MTED  STATES. 

(a)  Repeal  or  12- Week  Requirement.— Sec- 
tion 671  of  title  10,  United  States  Code,  re- 
lating to  assignment  of  members  outside  the 
United  States  before  the  completion  of  train- 
ing, is  amended  by  striking  out  "until  he  has 
had  twelve  weeks  of  basic  training  or  its 
equivalent"  and  inserting  in  lieu  thereof 
"until  the  member  has  completed  basic 
training  or  its  equivalent". 

(b)  EmcTivE  Date.— The  amendment 
made  by  sut»section  (a)  shall  apply  with  re- 
spect to  indimduals  who  t)egin  basic  train- 
ing on  or  after  the  date  of  the  enactment  of 
this  Act 

SEC.  S0Z.  WEARISG  OF REUCIOIS  APPAREL  BY  MEM- 
BERS OF  THE  AWHED  FORCES  WHILE 
IN  IMFORM. 

(a)  In  General.— Chapter  45  of  title  10, 
United  States  Code,  is  amended— 

(1)  by  redesignating  section  774  as  section 
775:  and 

(2)  by  inserting  after  section  773  the  fol- 
lowing new  section  774: 

"§  774.  Relitioms  a^pareL  wearing  while  in  uniform 
"(a)  General  Rule.— Except  as  provided 
under  subsection  (b),  a  member  of  the  armed 
forces  may  wear  an  item  of  religious  apparel 
while  iDearing  the  uniform  of  the  member's 
armed  force. 


"(b)  Exceptions.— The  Secretary  concerned 
may  prohibit  the  wearing  of  an  item  of  reli- 
gious apparel— 

"(1)  in  circumstances  with  respect  to 
which  the  Secretary  determines  that  the 
wearing  of  the  item  would  interfere  with  the 
performance  of  the  member's  military 
duties:  or 

"(2)  if  the  Secretary  determines,  under  reg- 
ulations under  subsection  (c),  that  the  item 
of  apparel  is  not  neat  and  conservative. 

"(c)  Regulations.— The  Secretary  con- 
cerned shall  prescribe  regulations  concern- 
ing the  wearing  of  religious  apparel  by  mem- 
bers of  the  armed  forces  under  the  Secre- 
tary's jurisdiction  while  the  members  are 
wearing  the  uniform.  Such  regulations  shall 
be  consistent  with  subsections  (a)  and  (b). 

"(d)  Religious  Apparel  Defined.— In  this 
section,  the  term  'religious  apparel'  means 
apparel  the  wearing  of  which  is  part  of  the 
observance  of  the  religious  faith  practiced 
by  the  member. ". 

(b)  Clerical  Amendment.— The  table  of  sec- 
tions at  the  beginning  of  such  chapter  is 
amended  by  striking  out  the  item  relating  to 
section  774  and  inserting  in  lieu  thereof  the 
following: 

"774.  Religious  apparel  wearing  while  in 

uniform. 
"775.  Applicability  of  chapter.  ". 

fc)  Regulations.— The  Secretary  concerned 
shall  prescribe  the  regulations  required  by 
section  774(c)  of  title  10.  United  States  Code, 
as  added  by  subsection  (a),  not  later  than 
the  end  of  the  120-day  period  beginning  on 
the  date  of  the  enactment  of  this  Act 

SEC.  S93.  SERVICE  OF  MEMBERS  OS  STATE  A.\D 
LOCAL  JIRIEK 

(a)  In  General.— Chapter  49  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 

"S  982.  Memlten:  tervice  on  State  and  local  juries 

"(a)  A  member  of  the  armed  forces  on 
active  duty  may  not  be  required  to  serve  on 
a  State  or  local  jury  if  the  Secretary  con- 
cerned determines  that  such  service— 

"(1)  would  unreasonably  interfere  with  the 
performance  of  the  member's  military 
duties:  or 

"(2)  would  adversely  affect  the  readiness 
of  the  unit  command,  or  activity  to  which 
the  member  is  assigned. 

"(b)  A  determination  by  the  Secretary  con- 
cerned under  this  section  is  conclusive. 

"(c)  The  Secretary  concerned  shall  pre- 
scribe regulations  for  the  administration  of 
this  section. 

"(d)  In  this  section,  the  term  'State'  in- 
cludes the  District  of  Columbia,  the  Com- 
monwealth of  Puerto  Rico,  and  each  terri- 
tory of  the  United  States. ". 

(b)  Clerical  Amendment.— The  table  of  sec- 
tions at  the  beginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  item: 

"982.  Members:  service  on  State  and  local 
juries. ". 

SEC.  S»4.  EXTE\SIOy  OF  EXPIRING  AITHORITY  FOR 
SPOT  PROMOTIONS  OF  NAVY  LIEITEN- 
ANTS. 

Section  5721(f)  of  title  10,  United  StaUs 
Code,  is  amended  by  striking  out  "Septem- 
ber 30.  1986"  and  inserting  in  lieu  thereof 
'September  30.  1987". 

SEC.  i«5.  REPEAL  OF  REQCIREMENT  REGARDING  EN- 
LISTMENT OF  WOMEN  IN  THE  AIR 
FORCE  DVRING  FISCAL  YEAR  ltS7. 

Section  551(a)  of  the  Department  of  De- 
fense Authorization  Act  1985  (Public  Law 
98-525:  98  Stat  2530).  is  amended  by  strik- 
ing out  "the  period  beginning  on  October  1. 
1986"  and  all  that  follows  through  the  end  of 


the  subsection  and  inserting  in  lieu  thereof 
"fiscal  year  1988,  not  less  than  22  percent 
shall  be  women. ". 

SEC  S9f.  AITHORITY  TO  EXEMPT  PHYSICIANS  AT 
INIFORMED  SERVICES  C.MVERSITY  OF 
THE  HEALTH  SCIENCES  FROM  REDVC- 
TIONS  IN  RETIRED  PA  Y. 

Section  2113(f)  of  title  10,  United  StaUs 
Code,  is  amended— 

(1)  by  inserting  "(1)"  after  "(f)":  and 

(2)  by  adding  at  the  end  the  following: 
"(2)  The  Board  may  exempt  at  any  time,  a 

physician  who  is  a  member  of  the  faculty 
from  the  restrictions  in  subsections  (a),  (b). 
and  (c)  of  section  5532  of  title  5,  if  the  Board 
determines  that  such  exemption  is  necessary 
to  recruit  or  retain  well-qualified  physicians 
for  the  faculty  of  the  University.  An  exemp- 
tion granted  under  this  paragraph  shall  ter- 
minate upon  any  break  in  employment  with 
the  University  by  a  physician  of  three  days 
or  more.  An  exemption  granted  under  this 
paragraph  to  a  person  shall  apply  to  the  re- 
tired pay  of  such  person  beginning  with  the 
first  month  after  the  month  in  which  the  ex- 
emption is  granted. ". 

SEC.  507.  STIDY  OF  REPRESENTATION  OF  RELIGIOUS 
FAITHS  IN  THE  ARMED  FORCES. 

(a)  Findings.— The  Congress  finds  that  an 
imbalance  exists  in  the  representation  of 
various  religious  faiths  among  chaplains  of 
the  Armed  Forces  compared  to  the  represen- 
tation of  those  faiths  among  members  of  the 
Armed  Forces  as  a  whole.  While  recognizing 
that  much  of  this  faith  imbalance  may  be  at- 
tributable to  an  overall  shortage  of  clergy  in 
the  United  States  among  religious  faiths 
that  are  underrepresented  among  military 
chaplains.  Congress  finds  that  the  Depart- 
ment of  Defense  has  not  taken  sufficient 
steps  to  alleviate  the  existing  faith  imbal- 
ance. 

(b)  Study.— The  Secretary  of  Defense  shall 
carry  out  a  complete  study  of  the  causes  and 
conditions  of  the  existing  faith  imbalances 
in  the  Armed  Forces.  The  study  shall  include 
the  following: 

(1)  A  list  of  all  religious  denominations 
represented  in  the  Armed  Forces  and  the 
goals  set  by  the  Secretary  or  the  Secretary 
concerned  for  the  numt>er  of  chaplains  to 
serve  each  such  religious  denomination:  a 
comparison  of  such  goals  and  the  actual 
number  of  chaplains  for  each  such  religious 
denomination  for  fiscal  year  1987:  an  analy- 
sis of  how  such  goals  and  the  actual  number 
of  chaplains  compares  to  the  demographic 
representation  of  religious  denominations 
in  the  United  States  at  the  time  of  the  study: 
and  recommendations  on  how  the  number  of 
chaplains  in  the  Armed  Forces  in  the  future 
can  better  reflect  current  and  future  demo- 
graphic representation  of  religious  denomi- 
nations in  the  United  StaUs. 

(2)  An  analysis  of  all  policies,  procedures 
of  operation,  and  standards  affecting  per- 
sonnel requirements  of  all  branches  of  the 
Corps  of  Chaplains,  and  an  analysis  of  all 
means  to  alleviate  existing  faith  imbal- 
ances, including  the  use  of  grade  retentions, 
continuation  boards,  and  standby  tours  of 
duty  for  reserve  chaplains  from  underrepre- 
sented faiths. 

(3)  A  roster  of  chaplains  for  all  branches 
and,  for  the  purpose  of  establishing  the 
number  of  cUrgy  on  duty  and  ready  for  mo- 
bilization.  personnel  data  for  all  active  duty 
chaplains,  reserve  duty  chaplains,  inactive 
reserve  duty  chaplains,  and  contract  clergy. 

(4)  An  analysis  and  comparison  of  reten- 
tions in  grade  and  age  waivers  as  in  effect 
for  physicians  in  the  Armed  Forces  and 
clergy  in  the  Armed  Forces.  The  analysis 
shall  include  an  examination  of  the  ration- 
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ale and  purpose  of  such  policies  as  they 
apply  to  physicians  versus  as  they  apply  to 
clergy  in  the  Armed  Forces. 

(5)  The  names,  faiths,  salaries,  and  places 
of  work  for  all  contract  clergy  for  all 
branches  of  the  Armed  Forces. 

fc)  Report  to  Congress.— Not  later  than  4 
months  after  the  date  of  the  enactment  of 
this  Act,  the  Secretary  shall  submit  a  report 
on  the  findings  of  the  study  conducted 
under  subsection  (b)  to  the  Committees  on 
Armed  Services  of  the  Senate  and  the  House 
of  Representatives.  The  report  shall  address 
the  effects  of  personnel  policies,  releases, 
and  retentions  in  grade  on  existing  faith  im- 
balances in  the  Corps  of  Chaplains  and  shall 
include  recommendations  on  how  to  allevi- 
ate the  existing  faith  imbalances. 

SEC.  SOH.  EXrE.\SIO.V  OF  MASDATORY  RETIREMEST 
ACE  FOR  .MEDICAL  OFFICERS. 

la)  General  Rule.— Section  1251  of  title 
10,  United  States  Code,  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"to  Unless  retired  or  separated  earlier, 
each  regular  officer  of  the  Army,  Navy,  or 
Air  Force  who  is  a  medical  officer  shall  be 
retired  on  the  first  day  of  the  month  follow- 
ing the  month  in  which  the  officer  becomes 
67  years  of  age.". 

(bl  Conforming  Amendments.— 

(1)  Section  1251(a)  of  such  title  is  amend- 
ed by  inserting  "a  medical  officer  or"  after 
"other  than". 

(2>IA)  Chapter  36  of  such  title  is  amended 
by  inserting  after  section  636  the  following 
new  section: 
"SSJSa.    Exception    to   mandatory   retirement   for 

medical  officers 

"Sections  633,  634,  635,  and  636  of  this 
title  do  not  apply  to  medical  officers. ". 

(B)  The  table  of  sections  at  the  beginning 

of  subchapter  III  of  such  chapter  is  amended 

by  adding  at  the  end  the  following  new  item: 

"636a.  Exception  to  mandatory  retirement 

for  medical  officers. ". 

Part  B—Reser ve  Forces 

SEC.  sir  aithority  for  i'REsidest  to  call  se- 
lected RESERVE  MEMBERS  TO 
ACTIVE  DCTY. 

Section  673b(c)  of  title  10,  United  States 
Code,  is  amended  by  striking  out  "100.000" 
and  inserting  in  lieu  thereof  "200.000". 

SEC.  SI!.  PAY.  ALLOHA.\CES  ASD  BESEFITS  FOR 
MEMBERS  OF  THE  RESERVE  COMPO- 
.\E.\TS. 

la)  Medical  and  Dental  Care.— ID  Section 
1074a   of  title   10,    United  States   Code,    is 
amended  to  read  as  follows: 
".i^  1074a.    Medical  and  dental  care:   members   on 

duty  other  than  active  duty  for  a  period  of  more 

than  30  days 

"la)  Under  joint  regulations  prescribed  by 
the  administering  Secretaries,  the  following 
persons  are  entitled  to  the  benefits  described 
in  subsection  lb): 

"ID  Each  member  of  a  uniformed  service 
who  incurs  or  aggravates  an  injury,  illness, 
or  disease  in  the  line  of  duty  while  perform- 
ing— 

"IA>  active  duty  for  a  period  of  30  days  or 
less;  or 

"IB)  inactive-duty  training. 

"(2)  Each  member  of  a  uniformed  service 
who  incurs  or  aggravates  an  injury,  illness, 
or  disease  while  traveling  directly  to  or  from 
the  place  at  which  that  member  is  to  per- 
form or  has  performed— 

"IA>  active  duty  for  a  period  of  30  days  or 
less:  or 

"IB)  inactive-duty  training. 

"lb)  A  person  described  in  subsection  la)  is 
entitled  to— 


"ID  the  medical  and  dental  care  appropri- 
ate for  the  treatment  of  the  injury,  illness,  or 
disease  of  that  person  until  the  resulting  dis- 
ability cannot  be  materially  improved  by 
further  hospitalization  or  treatment:  and 
"12)  subsistence  during  hospitalization. 
"Ic)  A  member  is  not  entitled  to  benefits 
under  this  section  if  the  injury,  illness,  or 
disease,  or  aggravation  of  an  injury,  illness, 
or  disease  described  in  subsection  Ia)l2l.  is 
the  result  of  the  gross  negligence  or  miscon- 
duct of  the  member. ". 

12)  The  item  relating  to  section  1074a  in 
the  table  of  sections  at  the  beginning  of 
chapter  55  of  such  title  is  amended  to  read 
as  follows: 

"1074a.  Medical  and  dental  care:  members 

on  duty  other  than  active  duty 

for  a  period  of  more  than  30 

days. ". 

lb)    Pay  and   Allowances   for    Disabled 

Members.— Section   204  of  title  37,    United 

States  Code,  is  amended  as  follows: 

ID  Subsections  ig)  and  Ih)  are  amended  to 
read  as  follows: 

"Ig)  A  member  of  a  reserve  component  of  a 
uniformed  service  is  entitled  to  the  pay  and 
allowances  provided  by  law  or  regulation 
for  a  member  of  a  regular  component  of  a 
uniformed  service  of  corresponding  grade 
and  length  of  sennce  whenever  such 
member— 

"ID  is  called  or  ordered  to  active  duty  for 
a  period  of  more  than  30  days;  and 

"12)  is  physically  disabled  in  line  of  duty 
from  injury,  illness,  or  disease. 

"ih)ll)  A  member  of  a  reserve  component 
of  a  uniformed  service  is  entitled,  upon  re- 
quest, to  a  portion  of  the  monthly  pay  and 
allowances  provided  by  law  or  regulation 
for  a  member  of  a  regular  component  of  a 
uniformed  service  of  corresponding  grade 
and  length  of  sennce  for  each  month  for 
which  the  member  demonstrates  a  loss  of 
income  from  non-military  compensation  as 
a  result  of  an  injury,  illness,  or  disease  in- 
curred or  aggravated— 

•lA)  in  line  of  duty  while  performing 
active  duty  for  a  period  of  30  days  or  less; 

"IB)  in  line  of  duty  while  performing  inac- 
tive-duty training  (other  than  work  or  study 
in  connection  with  a  correspondence  course 
of  an  armed  force  or  attendance  in  an  inac- 
tive status  at  an  educational  institution 
under  the  sponsorship  of  an  armed  force  or 
the  Public  Health  Service);  or 

"(C)  while  traveling  directly  to  or  from 
that  duty  or  training. 

"121(A)  Subject  to  subparagraphs  (B)  and 
(CI.  pay  and  allowances  paid  under  para- 
graph ID  shall  be  in  an  amount  which  off- 
sets the  loss  of  income  from  non-military 
compensation. 

"(Bl  Pay  and  allowances  may  not  be  paid 
under  paragraph  ID  to  a  member  who  is  en- 
rolled in  any  other  income  protection  insur- 
ance plan  to  the  extent  that  such  payment 
would  result  in  total  benefits  to  the  member 
of  more  than  the  demonstrated  loss  of 
income  from  non-military  compensation. 

"ICI  The  total  amount  of  pay  and  allow- 
ances paid  under  paragraph  ID  and  com- 
pensation paid  under  section  206iai  of  this 
title  for  any  period  may  not  exceed  the 
amount  of  pay  and  allowances  provided  by 
law  or  regulation  for  a  member  of  a  regular 
component  of  a  uniformed  service  of  corre- 
sponding grade  and  length  of  service  for 
that  period. 

"(3)  Pay  and  allowances  may  be  paid 
under  paragraph  ( D— 

"(A)  for  a  period  of  not  more  than  six 
months;  or 


"(Bl  for  a  longer  period,  if  the  Secretary 
concerned  determines  that  it  is  in  the  inter- 
ests of  fairness  and  equity  to  do  so. 

"141  A  member  is  not  entitled  to  benefits 
under  this  subsection  if  the  injury,  illness, 
disease,  or  aggravation  of  an  injury,  illness, 
or  disease  described  in  paragraph  IDIB)  is 
the  result  of  the  gross  misconduct  of  the 
member. 

"151  Regulations  with  respect  to  proce- 
dures for  paying  pay  and  allowances  under 
paragraph  (D  shall  be  prescribed— 

"(A)  by  the  Secretary  of  Defense  for  the 
armed  forces  under  the  jurisdiction  of  the 
Secretary;  and 

"(B)  by  the  Secretary  of  Transportation 
for  the  Coast  Guard  when  the  Coast  Guard 
is  not  operating  as  a  service  in  the  Navy.". 
(2)  Subsection  it)  is  repealed. 
13)  Subsection  (j)  is  redesignated  as  sub- 
section (ii. 

(ci  INACTIVE-Dirrv  Training  Pay  for  Dis- 
abled Members.— Section  206iai  of  title  37. 
United  States  Code,  is  amended  by  striking 
out  "entitled  to  basic  pay"  the  second  place 
it  appears  and  all  that  follows  and  inserting 
in  lieu  thereof  the  following:  "entitled  to 
basic  pay— 

"ID  for  each  regular  period  of  instruction, 
or  period  of  appropriate  duty,  at  which  the 
member  is  engaged  for  at  least  two  hours,  in- 
cluding that  performed  on  a  Sunday  or  holi- 
day; 

"121  for  the  performance  of  such  other 
equivalent  training,  instruction,  duty,  or 
appropriate  duties,  as  the  Secretary  may 
prescribe;  or 

"13)  for  a   regular  period  of  instruction 
that  the  member  is  scheduled  to  perform  but 
is  unable  to  perform  because  of  physical  dis- 
ability resulting  from  an  injury,  illness,  or 
disease  incurred  or  aggravated— 
"I A)  in  line  of  duty  while  performing— 
"HI  active  duty  for  a  period  of  30  days  or 
less;  or 
"Hi)  inactive-duty  training;  or 
"(B)  while  traveling  directly  to  or  from 
that  duty  or  training  (unless  such  injury,  ill- 
ness, disease,  or  aggravation  of  an  injury, 
illness,  or  disease  is  the  result  of  the  gross 
negligence  or  misconduct  of  the  member).  ". 

Id)  Retirement  for  Disability.— id  Sec- 
tions 1204  and  1206  of  title  10.  United  States 
Code,  are  amended  by  striking  out  "result- 
ing .from  an  injury". 

1211  Ai  The  heading  of  section  1204  of  such 
title  is  amended  to  read  as  follows: 
■■#  I2M.  Members  on  active  duty  for  30  days  or  less: 
retirement ". 

12)  The  heading  of  section  1205  of  such 
title  is  amended  to  read  as  follows: 

".«  1205.  Members  on  actite  duty  for  30  days  or  less: 
temporary  disability  retired  list ". 

13)  The  heading  of  section  1206  of  such 
title  is  amended  to  read  as  follows: 

•'#  I20S.  Members  on  actiie  duty  for  30  days  or  less: 
separation  ". 

14)  The  items  relating  to  sections  1204, 
1205.  and  1206  in  the  table  of  sections  at  the 
beginning  of  chapter  61  of  such  title  are 
amended  to  read  as  follows: 

"1204.  Members  on  active  duty  for  30  days 
or  less:  retirement. 

"1205.  Members  on  active  duty  for  30  days 
or  less:  temporary  disability  re- 
tired list. 

"1206.  Members  on  active  duty  for  30  days 
or  less:  separation. ". 
lei  Death  Benefits.-iD  Section  14751a)  of 

title  10.  United  States  Code,  is  amended  by 

striking  out   "from  an  injury  incurred  by 
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him  ajter  December  31,  19S6, "  in  paragraph 
(3). 

<2)  Section  1476  of  such  title  U  amended— 

<AJ  by  striking  out  subsection  (a)  and  in- 
lerting  in  lieu  thereof  the  following: 

"faJd}  Except  as  provided  in  section  1480 
Of  this  title,  the  Secretary  concerned  shall 
pay  a  death  gratuity  to  or  for  the  survivors 
prescribed  in  section  1477  of  this  title  of 
each  person  who  dies  within  120  days  after 
discharge  or  release  from— 

"(A)  active  duty;  or 

"fBJ  inactive-duty  training  (other  than 
iDork  or  study  in  connection  with  a  corre- 
spondence course  of  an  armed  force  or  at- 
tendance, in  an  inactive  status,  at  an  educa- 
tional institution  under  the  sponsorship  of 
an  armed  force  or  the  Public  Health  Serv- 
ice/. 

"<Zt  A  death  gratuity  may  be  paid  under 
paragraph  (II  only  if  the  Administrator  of 
Veterans'  Affairs  determines  that  the  death 
resulted  from  an  injury  or  disease  incurred 
or  aggravated  during— 

"(A)  the  active  duty  or  inactive-duty 
training  described  in  paragraph  (11;  or 

"(B)  travel  directly  to  or  from,  such  duty. "; 

(Bt  by  striking  out  subsection  (bJ;  and 

(C>  by  redesignating  subsections  (cl  and 
(d)  as  subsections  (b)  and  (c),  respectively. 

(31  Section  1481(al  of  such  title  is  amend- 
ed- 

(Al  by  striking  out  paragraph  (2)  and  in- 
serting in  lieu  thereof  the  following: 

"t2J  a  member  of  a  reserve  component  of 
an  armed  force  who  dies  while— 

"(A  J  on  actiw  duty; 

"(B)  performing  inactive-duty  training; 

"to  performing  authorized  travel  directly 
to  or  from  active  duty  or  inactive-duty 
training;  or 

"(D)  hospitalized  or  undergoing  treatment 
for  an  itijury,  illness,  or  disease  incurred  or 
aggravated  while  on  active  duty  or  perform- 
ing inactive-duty  training;";  and 

(B)  by  striking  out  paragraph  (3). 

(f)  Technical  and  Conforming  Amend- 
mENTS.—(l)  Title  10.  United  States  Code,  U 
amended  as  follows: 

(A)  Sections  3687.  3721,  3722,  6148.  8687. 
8721,  and  8722  are  repealed. 

(B)(i)  The  table  of  sections  at  the  begin- 
ning of  chapter  353  is  amended  by  striking 
out  the  item  relating  to  section  3687. 

fii)  The  table  of  sections  at  the  beginning 
of  chapter  355  is  amended  by  striking  out 
the  items  relating  to  sections  3721  and  3722. 

(Hi)  The  table  of  sections  at  the  beginning 
of  chapter  561  is  amended  by  striking  out 
the  item  relating  to  section  6148. 

(iv)  The  table  of  sections  at  the  beginning 
of  chapter  853  is  amended  by  striking  out 
the  item  relating  to  section  8687. 

(v)  The  table  of  sections  at  the  beginning 
of  chapter  855  is  amended  by  striking  out 
the  items  relating  to  sections  8721  and  8722. 

(C)  Sections  1076(a)(2)(B)  and 
1086(c)(2)(B)  are  amended  by  striking  out 
"injury  or  illTiess'  and  inserting  in  lieu 
thereof  "injury,  illness,  or  disease". 

(D)  Sections  3723  and  8723  are  amended 
by  striking  out  "was  injured,  or  contracted  a 
disease,"  and  inserting  in  lieu  thereof  "in- 
curred an  injury,  illness,  or  disease, ". 

(2)(A)  Sections  318,  319,  320,  and  321  of 
title  32,  United  States  Code,  are  repealed. 

(B)  The  table  of  sections  at  the  beginning 
of  chapter  3  of  such  title  is  amended  by 
striking  out  the  items  relating  to  sections 
318,  319,  320,  and  321. 

(g)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  with  respect 
to  persons  who,  after  the  date  of  enactment 

of  this  Act- 
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(1)  incur  or  aggravate  an  injury,  illness,  or 
disease;  or 

(2)  die. 

SEC.  sit  ACTIVK: DVrV  OF SATIOSAL  (WARD. 

(a)  Governor  Consent  for  Active  Duty  of 
National  Guard  Members.— Section  501  of 
title  32,  United  States  Code,  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(c)  With  regard  to  active  duty  outside  the 
United  States,  its  territories,  and  its  posses- 
sions, the  consent  of  the  Governor  described 
in  sections  672(b)  and  672(d)  of  title  10  may 
not  be  withheld  in  whole  or  in  part  because 
of  any  objection  to  the  location,  purpose, 
type,  or  schedule  of  such  active  duty. ". 

(b)  Conforming  Amendment.— Section  672 
of  title  10,  United  States  Code,  is  amended- 

(1)  by  inserting  "except  as  provided  by  sec- 
tion 501(c)  of  title  32"  after  "as  the  case  may 
be"  in  subsection  (b);  and 

(2)  by  inserting  "except  as  provided  by  sec- 
tion 50Hc)  of  title  32"  after  "whichever  U 
concerned"  in  subsection  (d>. 

SEC.  SI4.  TREATMEST  OF  SISGLE  PARENTS  ENLIST- 
l.\G  l.\  RESERVE  COMP().\E.\TS  OF  THE 
ARHED  FORCE.S. 

(a)  In  General.— (1)  Section  510  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  subsection: 

"(e)(1)  In  determining  whether  a  person 
who  is  applying  to  enlist  in  a  reserve  compo- 
nent upon  discharge  or  release  from  active 
duty  is  Qualified  for  enlistment  as  a  Reserve 
of  an  armed  force,  the  Secretary  concerned 
may  not  disqualify  the  person  because  the 
person  is  a  single  parent  if  the  person 
became  a  single  parent  while  serving  on 
active  duty. 

"(2)  The  Secretary  concerned  shall  provide 
that  treatment  of  a  person  described  in 
paragraph  (1)  shall  be  equivalent  with  re- 
spect to  parenthood  to  the  treatment  of  a 
member  who  becomes  a  single  parent  during 
the  term  of  the  member's  enlistment.  Such 
equivalent  treatment  may  include  a  require- 
ment for  a  written  agreement  with  respect  to 
child  care. 

"(3)  In  this  subsection,  the  term  'single 
jHirenV  means  a  person  who  is  not  married 
and  who  has  custody  of  a  child  under  the 
age  of  18  pursuant  to  a  court  order. ". 

(b)  Effective  Date.— Section  510(e)  of  title 
10,  United  States  Code,  as  added  by  subsec- 
tion (a),  shall  take  effect  on  the  date  of  the 
enactment  of  this  Act 

TITLE  VI—COMPENSATIOSAND  OTHER 
PERSONSEL  BESEFITS 

Part  A— Pa  y  and  Allowances 

SEC.  til.  enhancement  OF  aviation  OFFICER  COS- 
TINCATIOS  PAY. 

(a)  Elimination  of  Offset  for  Receipt  of 
Hazardous  Duty  Incentive  Pay.— Section 
SOlbfe)  of  title  37.  United  States  Code,  is 
amended  by  striking  out  paragraph  (4). 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  pay- 
ments made  for  periods  beginning  after  Sep- 
tember 30,  1986,  under  agreements  entered 
into  under  section  301b  of  title  37,  United 
States  Code. 

SEC.  sn.  AiTHORrrr  to  pay  rotc  members  in  ad- 

VA.yCE  FOR  FIELD  TRAINING. 

(a)  In  General.— Section  1006  of  title  37. 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  subsection: 

"(j)  Under  regulations  prescribed  by  the 
Secretary  concerned,  not  more  than  one 
month's  pay  may  be  paid  in  advance  to  a 
member  of  the  Senior  Reserve  Officers' 
Training  Corps  who  is  ordered  to  field  train- 
ing or  a  practice  required  under  section 
2109  of  title  10.". 


(b)  Effective  Date.— Subsection  (j)  of  title 
37,  United  States  Code,  as  added  by  subsec- 
tion (a),  shall  apply  vHth  respect  to  pay  pay- 
able for  months  beginning  after  the  later  of 
September  30,  1986.  and  the  date  of  the  en- 
actment of  this  Act 

SEC  t93.  REPORT  ON  VARIABLE  H01SI.\G  ALLOW. 
ASCE  RECAPTIRE  PROVISION. 

Not  later  than  February  1,  1987,  the  Secre- 
tary of  Defense  shall  submit  to  the  Commit- 
tees on  Armed  Services  of  the  Senate  and 
House  of  Representatives  a  report  on  the 
imitact  of  the  variable  housing  allowance  re- 
capture provision  enacted  in  the  Depart- 
ment of  Defense  Authorization  Act,  1986 
(Public  Law  99-145).  The  report  shall  ad- 
dress— 

(1)  the  cost  of  administering  the  variable 
housing  program; 

(2)  the  total  cost  of  the  variable  housing 
program;  and 

(3)  levels  of  regular  military  compensation 
(as  defined  in  section  101  of  title  37,  United 
States  Code)  among  members  of  the  armed 
forces  in  the  same  pay  grade  and  locality. 

Part  B— Travel  and  Transportation 
sec.  si  i.  transportation  of  .motor  vehicles 

FOR   MEMBERS   MAKING   PERMANENT 
CHANGES  OF STA TION. 

Section  2634  of  title  10,  United  States 
Code,  is  amended— 

(1)  by  striking  out  "in  the  case  o/"  and  all 
that  follows  through  "debarkation"  in  sub- 
section (a)(4)  and  inserting  in  lieu  thereof 

'by  other  surface  transportation";  and 

(2)  by  striking  out  ".  or  his  designee, "  in 
the  second  sentence  of  subsection  (a); 

(3)  by  striking  out  the  first  and  second 
sentences  of  subsection  (b)  and  inserting  in 
lieu  thereof  the  following:  "In  this  section, 
the  term  'change  of  permanent  station' 
means  the  transfer  or  assignment  of  a 
member  of  the  armed  forces  from  a  perma- 
nent station  inside  the  continental  United 
States  to  a  permanent  station  outside  the 
continental  United  States  or  from  a  perma- 
nent station  outside  the  continental  United 
States  to  another  permanent  statiotL  ". 

SEC  SI2.  REIMBIRSEMENT  FOR  ACTVAL  LODGING 
EXPENSES  PLCS  PER  DIEM  FOR  MEM- 
BERS ENTITLED  TO  TRAVEL  ALLOW- 
ANCES 

(a)  In  General.— Section  404(d)  of  title  37, 
United  States  Code,  is  amended— 

(1)  by  striking  out  "per  diem  in  place  of 
subsistence  in  an  amount  not  more  than  $50 
determined  by  the  Secretaries  concerned  to 
be  sufficient"  in  paragraph  (1)(B)  and  in- 
serting in  lieu  thereof  "payment  in  lieu  of 
subsistence  as  provided  in  paragraph  (2)  of 
Uiis  subsection  in  an  amount  sufficient"; 

(2)  by  striking  out  "to  6e"  in  paragraph 
(1)(B)  after  "travel  is";  and 

(3)  by  striking  out  paragraph  (2)  and  in- 
serting in  lieu  thereof  the  following: 

"(2)  Under  regulations  prescribed  by  the 
Secretaries  concerned,  a  member  of  a  uni- 
formed service  entitled  to  travel  and  trans- 
portation allowances  under  subsection  (a) 
of  this  section  is  entitled  to  any  of  the  fol- 
lotoing: 

"(A)  A  per  diem  allowance  at  a  rate  not  to 
exceed  that  established  by  the  Secretaries 
concerned. 

"(B)  Reimbursement  for  the  actual  and 
necessary  expenses  of  official  travel  not  to 
exceed  an  amount  established  by  the  Secre- 
taries concerned. 

"(C)  A  combination  of  payments  described 
in  subparagraphs  (A)  and  (B)  of  this  para- 
graph 

"(3)  A  per  diem  allowance  or  maximum 
amount  of  reimbursement  established  for 
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purposes  of  paragraph  <2)  of  this  subsection 
shall  be  established,  to  the  extent  feasible,  by 
locality. 

"(4)  For  travel  consuming  less  than  a  full 
day,  the  payment  prescribed  by  regulation 
under  paragraph  (2)  of  this  subsection  shall 
be  allocated  in  such  manner  as  the  Secretar- 
ies concerned  prescribe. ". 

(b/  Effective  Date.— The  amendments 
made  by  subsection  (al  shall  apply  with  re- 
spect to  travel  performed  after  the  end  of  the 
180-day  period  beginning  on  the  date  of  the 
enactment  of  this  Act 

SEC.  fl3.  PER  DIEM  FOR  DEPE.\DE.\TS  RECEIVISG 
TRASSPORTA  TIO.X  ALLOWASCE. 

(a)  In  General.— Section  406  of  title  37, 
United  States  Code,  is  amended  as  follows; 

(1)  The  first  sentence  of  subsection  (e)  is 
amended  by  striking  out  ",  as  the  case  may 
be, "  and  inserting  in  lieu  thereof  the  follow- 
ing: "(as  the  case  may  be),  plus  a  per  diem, ". 

t2J  Subsection  (ft  is  amended  by  inserting 
after  "member"  the  following:  ",  plus  a  per 
diem  for  the  member's  dependents. ". 

(3)  Subsection  (g)(1)  is  amended  by  insert- 
ing after  "404(c)  of  this  title"  the  following: 
",  and  to  a  per  diem  for  his  dependents  ". 

(4)  Subsection  (j)  is  amended  by  inserting 
after  "household  effects,"  the  following: 
"pZiis  o  per  diem  for  the  member's  depend- 
ents, '■'. 

(b)  Effective  Date.— The  amendments 
made  by  subsection  (a)  shall  apply  to  travel 
performed  after  the  later  of  September  30. 
1986,  and  the  date  of  the  enactment  of  this 
Act 

SEC.  UN.  Mi)DIFICATIOS  OF  FAMILY  SEP.ARATIOS  .AL- 
LOW ASCE. 

(a)  Denial  of  Allowance  to  Certain  Mem- 
bers.—(1)  Section  427(b)  of  title  37,  United 
States  Code,  is  amended— 

(1)  by  inserting  "(1)"  after  "(b)": 

(2)  by  redesignating  paragraphs  (1).  (2), 
and  (3)  as  subparagraphs  (A). -(B),  and  (C), 
respectively; 

(3)  by  designating  the  second  sentence  as 
paragraph  (2)  and  striking  out  "clause  (2) 
or  (3)"  in  that  sentence  and  inserting  in  lieu 
thereof  "subparagraph  (B)  or  (C)  of  para- 
graph (!/";  and 

(4/  by  adding  at  the  end  the  following: 
"(3)  A  member  who  elects  to  serve  a  tour  of 
duty  unaccompanied  by  his  dependents  at  a 
permanent  station  to  which  the  movement 
of  his  dependents  is  authorized  at  the  ex- 
pense of  the  United  States  under  section  406 
of  this  title  is  not  entitled  to  an  allowance 
under  this  subsection.  The  Secretary  con- 
cerned may  waive  the  preceding  sentence  in 
situations  in  which  it  would  be  inequitable 
to  deny  the  allowance  to  the  memt>er  be- 
cause of  unusual  family  or  operational  cir- 
cumstances. ". 

(b)  Savings  Provision.— Notwithstanding 
the  amendments  made  by  subsection  (a),  a 
member  who  on  September  30,  1986,  was  as- 
signed to  a  permanent  station  to  which  the 
movement  of  his  dependents  was  authorized 
at  the  expense  of  the  United  States  under 
section  406  of  title  37,  United  States  Code, 
and  who  elected  to  serve  a  tour  of  duty  at 
that  station  unaccompanied  by  his  depend- 
ents, shall,  until  he  departs  that  station  as  a 
result  of  a  change  of  permanent  station,  be 
entitled  to  receive  the  allowance  authorized 
by  section  427(b)  of  such  title  without  regard 
to  paragraph  (3)  of  such  section,  as  added  by 
subsection  (a). 

(c)  Effective  Date.— The  amendments 
made  by  subsection  (a)  shall  take  effect  on 
October  1,  1986. 


SEC.  SIS.  TRA\SPORTATIO\  A\D  TRAVEL  ALLOW- 
A.SCES  FOR  ESCORTS  FOR  CERTAI.\  DE- 
PESUESTS. 

(a)  In  General.— (1)  Chapter  7  of  title  37, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section; 
"S431.  Travel  and  traimportation:  members  escort- 
ing certain  dependents 

"(a)  Under  regulations  prescribed  by  the 
Secretary  concerned,  a  member  of  a  uni- 
formed service  may  be  provided  round  trip 
transportation  and  travel  allowances  for 
travel  performed  or  to  be  performed  under 
competent  orders  as  an  escort  for  the  mem- 
ber's dependent  when  travel  by  the  depend- 
ent is  authorized  by  competent  authority 
and  the  dependent  is  incapable  of  traveling 
alone  because  of  age.  mental  or  physical  in- 
capacity, or  other  extraordinary  circum- 
stances. 

"(b)  Whenever  possible,  the  Military  Airlift 
Command  or  Military  Sealift  Command 
shall  be  used,  on  a  space-required  basis,  for 
the  travel  authorized  by  this  section. ". 

(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item; 
"431.    Travel  and  transportation;  members 
escorting  certain  dependents. ". 

(b)  Effective  Date.— Section  431  of  title 
37,  United  States  Code,  as  added  by  subsec- 
tion (a),  shall  apply  with  respect  to  travel 
performed  after  September  30  1986. 

.SEC.  SIS.  TRASSPORTATIOS  FOR  DKPESDESTS  ASD 
HOISEHOLI)  EFFECTS  OF  CERTAIS 
MEMBERS 

(a)  Transportation  of  Defendents.— Para- 
graph (2)(A)  of  section  406(a)  of  title  37, 
United  States  Code,  is  amended  to  read  as 
follows; 

"(2)(A)  Except  as  provided  in  subpara- 
graph (B)  of  this  paragraph,  a  member 
who— 

"(i)  is  separated  from  the  service  or  re- 
leased from  active  duty;  and 

"(ii)  on  the  date  of  his  separation  from  the 
service  or  release  from  active  duty,  has  not 
served  on  active  duty  for  a  period  of  time 
equal  to  at  least  90  percent  of  the  period  of 
time  for  which  he  initially  enlisted  or  other- 
wise initially  agreed  to  serve, 
may  be  provided  transportation  under  this 
subsection  for  his  dependents  only  by  trans- 
portation in  kind  by  the  least  expensive 
mode  of  transportation  available  or  by  a 
monetary  allowance  that  does  not  exceed  the 
cost  to  the  Government  of  such  transporta- 
tion in  kind. ". 

(bi  Transportation  of  Household  Ef- 
fects.—(1)  The  first  .sentence  of  section 
406(h)  of  title  37.  United  States  Code,  is 
amended  to  read  as  follows;  "(1)  If  the  Secre- 
tary concerned  determines  that  it  is  in  the 
best  interests  of  a  member  described  in  para- 
graph (2)  or  his  dependents  and  the  United 
States,  he  may.  when  orders  directing  a 
change  of  permanent  station  for  the  member 
concerned  have  not  been  issued,  or  when 
they  have  been  issued,  but  cannot  be  used  as 
authority  for  the  transportation  of  his  de- 
pendents, baggage,  and  household  effects— 

"(A)  authorize  the  movement  of  the  mem- 
ber's dependents,  baggage,  and  household  ef- 
fects at  the  station  to  an  appropriate  loca- 
tion in  the  United  States  or  its  possessions 
or  the  country  of  the  dependents'  origin,  in 
the  event  the  dependents  are  foreign  nation- 
als, and  prescribe  transportation  in  kind,  re- 
imbursement therefor,  or  a  monetary  allow- 
ance in  place  thereof  (as  the  case  may  be), 
plus  a  per  diem,  as  authorized  under  subsec- 
tion (a)  or  (b)  of  this  section;  and 

"(B)  in  the  case  of  a  member  described  in 
paragraph  (2)(A).  authorize  the  transporta- 


tion of  one  motor  vehicle  owned  by  the 
member  or  for  his  or  her  dependents'  person- 
al use  to  that  location  by  means  of  transpor- 
tation authorized  under  section  2634  of  title 

10.  •■. 

(2)  Section  406(h)  of  such  tiUe  is  further 
amended  by  adding  at  the  end  the  following 
new  paragraph; 

"(2)  A  member  referred  to  in  paragraph  (1) 
is  a  member  who— 

"(A)  is  serving  at  a  station  outside  the 
United  Stales  or  Hawaii  or  Alaska; 

"(B)  receives  an  administrative  discharge 
under  other  than  honorable  conditions;  or 

"(C)  is  sentenced  by  a  court-martial  to  be 
confined  for  a  period  of  more  than  30  days, 
to  receive  a  dishonorable  or  bad-conduct 
discharge,  or  to  be  dismissed  from  a  uni- 
formed service,  if  the  sentence  is  approved 
under  section  860(c)(2)  of  title  10.". 

SEC.  SI7.  COORI)l\ATIO\  OF  PERMASEST  CHA\C,E 
OF  STATIO\  MOVES  WITH  S( HOOL 
VEAK 

The  Secretary  of  each  military  department 
shall  establish  procedures  to  ensure  that,  to 
the  maximum  extent  practicable,  permanent 
change  of  station  moves  for  members  of  the 
Armed  Forces  under  the  jurisdiction  of  the 
Secretary  who  have  dependents  in  elementa- 
ry or  secondary  school  occur  between 
normal  school  years. 

Part  C— Benefits  for  Survivors  and 
Former  Spouses 

.SEC.  S3 1.  COrRTORDERED  SCRVIVOR  AWtlTIES 
FOR  FORMER  SPOl  SES 

(a)  General  Rvle.— Paragraph  (4)  of  sec- 
tion 1450(f)  of  title  10.  United  States  Code. 
is  amended  to  read  as  follows; 

"(4)  A  court  order  may  require  a  person  to 
elect  (or  to  enter  into  an  agreement  to  elect) 
under  section  1448(b)  of  this  title  to  provide 
an  annuity  to  a  former  spouse  (or  to  both  a 
former  spouse  and  child).  ". 

(b)  Conforming  Amendments.— 

(1)  Section  1448(b)(5)  of  such  title  is 
amended  by  inserting  "(A)  whether  the  elec- 
tion is  being  made  pursuant  to  the  require- 
ments of  a  court  order,  or  (B)"  after  "setting 
forth". 

(2)  Paragraph  (2)  of  section  1450(f)  of  such  ' 
title  is  amended— 

(A)  by  striking  out  "enters  into"  and  all 
that  follows  through  "pursuant  to  such 
agreement"  and  inserting  in  lieu  thereof  "is 
required  by  a  court  order  to  elect  under  sec- 
tion 1448(b)  of  this  title  to  provide  an  annu- 
ity to  a  former  spouse  (or  to  both  a  former 
spouse  and  child),  or  who  enters  into  a  writ- 
ten agreement  (whether  voluntary  or  re- 
quired by  a  court  order)  to  make  such  an 
election,  and  who  makes  an  election  pursu- 
ant to  such  order  or  agreement "; 

(B)  by  striking  out  "in  a  case  in  which 
such  agreement"  at  the  beginning  of  sub- 
paragraph (A)  and  inserting  in  lieu  thereof 
"in  a  case  in  which  the  election  is  required 
by  a  court  order,  or  in  which  an  agreement 
to  make  the  election"; 

(C)  by  striking  out  "relating  to  the  agree- 
ment to  make  such  election"  and  inserting 
in  lieu  thereof  "relating  to  such  election,  or 
the  agreement  to  make  such  election, ";  and 

(D)  by  striking  out  "in  which  such  agree- 
ment" at  the  beginning  of  subparagraph  (B) 
and  inserting  in  lieu  thereof  "of  a  written 
agreement  that". 

(3)  Paragraph  (3)(A)  of  such  section  is 
amended— 

(A)  by  striking  out  "voluntary"  both 
places  it  appears; 

(B)  by  inserting 
quired  by  a  court 


'or  if  such  person  is  re- 
order to  make  such  an 


71-059  0-87-14  (Pt  17) 


24016 


CONGRESSIONAL  RECORD— HOUSE 


September  18,  1986 


election,"  after  "applicabie  State  law"  the 
first  place  it  appears;  and 

(Ct  fry  inserting  "requires  such  election 
or"  after  "on  its  face,  which". 

<c)  ErrscrrvE  DATS.—The  amendments 
made  by  this  section  apply  to  court  orders 
issued  on  or  after  the  date  of  the  enactment 
Of  this  AcL 

SSC.  Ut  Mim-SUAyEM'S  m/MVIVOK  BEflgFtT  AND 
FOUIEK  SHHISE  AUBNDIIESTS. 

fa)  Ammvtty  roR  a  Depkmdemt  Child.— 

(If     RXFtAL     OF    COMMONACCIDEMT    UM/TA- 

Tton.—(A)  Subsection  <d)(2)  of  section  1448 
of  title  10.  United  States  Code,  is  amended 
by  striking  out  "if  the  member  and  the  mem- 
ber's spouse  die  as  a  result  of  a  common  ac- 
cident" and  iTiserting  in  lieu  thereof  "if 
there  is  no  survitring  spouse  or  if  the  mem- 
ber's surviving  spouse  subsequently  dies". 

IB)  Subsection  ff/(2J  of  such  section  is 
amended  by  striking  out  "if  the  person  and 
the  person's  spouse  die  as  a  result  of  a 
common  accident"  and  inserting  in  lieu 
thereof  "if  there  is  no  surviving  spouse  or  if 
the  person's  surviving  spouse  subsequently 
dies". 

12)  Amount  or  AMtwrrr  roR  disabl£d  child 
OVER  AGE  t2.—IA)  Subscction  la)  of  section 
1451  of  such  title  is  amended— 

fi)  by  inserting  "or  is  a  dependent  child" 
in  paragraphs  (IXA)  and  (2KA)  after  "under 
62  years  of  age":  and 

Hi)  by  inserting  "(other  than  a  dependent 
child)"  in  paragraphs  (1)(B)  and  (2KB) 
after  "beneficiary" . 

(B)  Subsection  (c)(1)  of  such  section  is 
amended— 

(i)  tfy  inserting  "or  is  a  dependent  child" 
in  subparagraph  (A)  after  "under  62  years  of 
age";  and 

(ii)  by  inserting  "(other  than  a  dependent 
child)"  in  subparagrai>h  (B)  after  "receiving 
the  annuity". 

(3)  EmcTtvs  DATES.— The  amendment 
made  by  paragraph  (1)  shall  apply  only  to 
claims  arising  on  or  after  the  date  of  the  en- 
actment of  this  AcL  The  amendments  made 
by  paragraph  (2)  shall  apply  to  payments  for 
periods  after  the  later  of  September  30,  1986, 
and  the  date  of  the  enactment  of  this  AcL 

<b)  Age  at  Which  Remarriage  Terminates 
Spouse  Survivor  Beneftt.- 

(1)  Reduction  from  age  ««  to  age  5$.— Sec- 
tion 14S0(b)  of  such  title  is  amended  try 
striking  out  "age  60"  l>oth  places  it  appears 
and  inserting  in  lieu  thereof  "age  55". 

(2)  Effective  date.— The  amendments 
made  fry  paragraph  (11  shall  apply  with  re- 
spect to  remarriages  that  occur  on  or  after 
the  date  of  the  enactment  of  this  Act,  tntt 
only  with  respect  to  payments  for  periods 
after  the  later  of  September  30.  1986.  and  the 
date  of  the  enactment  of  this  AcL 

(c)  Revision  of  DEFiNrnoN  of  Disposable 
Retired  Pay  for  Purposes  of  Court 
Orders.— (1)  Section  1408(a)(4)  of  such  title 
is  amended— 

(A)  try  striking  out  "(other  than"  and  all 
that  follows  through  "title)"  in  the  matter 
preceding  suttparagraph  (A);  and 

(B)  try  striking  out  subparagraph  (E)  and 
inserting  in  lieu  thereof  the  following: 

"(E)  in  the  case  of  a  member  entitled  to  re- 
tired pay  under  chapter  61  of  this  title,  are 
equal  to  the  amount  of  retired  pay  of  the 
memlter  under  that  chapter  computed  using 
the  percentage  of  the  member's  disalnlity  on 
the  date  tohen  the  member  was  retired  (or 
the  date  on  which  the  member's  name  voas 
placed  on  the  temporary  disability  retired 
tut);  or". 

(2)  The  amendments  made  by  paragraph 
(1)  shall  apply  tnth  respect  to  court  orders 
issued  after  the  date  of  the  enactment  of  this 
AcL 


SKC.  tSi.  REVISION  OF  OPEN  PERIOD  TO  ELECT 
FORMER  SPOVSE  AND  CHILD  COVER- 
ACE 

Section  716(b)  of  the  Survivor  Benefit 
Plan  Amendments  of  198S  (titU  VII  of 
Public  Law  99-145;  99  StaL  674)  U  amend- 
ed- 

(1)  by  striking  out  "the  date  of  the  enact- 
ment of  this  Act"  and  inserting  in  lieu  there- 
of "March  1. 1986. "; 

(2)  fry  striking  out  ",  within  the  one-year 
period  tieginning  on  that  date  of  enact- 
ment, ";  and 

(3)  by  adding  at  the  end  the  following  new 
sentence:  "Such  an  election  must  fre  made— 

"(1)  not  later  than  March  1,  1987.  in  the 
case  of  a  person  who  made  the  election  to 
provide  an  annuity  for  a  former  spouse 
ttefore  November  8.  1985:  and 

"(2)  not  later  than  the  end  of  the  one-year 
period  beginning  on  the  date  of  the  enact- 
ment of  the  Department  of  Defense  Authori- 
sation Act,  1987,  in  the  case  of  a  person  who 
made  the  election  to  provide  an  annuity  for 
a  former  spouse  during  the  period  l>eginning 
on  Novemtter  8,  1985,  and  ending  on  Febru- 
ary 28,  1986. ". 

SEC.  tt4.  EXTENSION  OF  MEDICAL  BENEFITS  FOR 
CERTAIN  FORMER  SPM'SES 

Section  645(c)  of  the  Department  of  De- 
fense Authorization  AcL  1985  (PulUic  Law 
98-525;  98  StaL  2549).  is  amended  by  strik- 
ing out  "during  the  two-year  period"  and  in- 
serting in  lieu  thereof  "until  the  later  of  (1) 
April  1.  1988,  and  (2)  the  last  day  of  the  two- 
year  period". 

Part  D — Educational  Assistance  Program 

sec.  «/.  nmon  assistance  for  army  reserve 
component  officers. 

(a)  In  General.— Section  2007  of  title  10, 
United  States  Code,  is  amended— 

(1)  fry  inserting  "on  active  duty"  in  s«fr- 
section  (a)(3)  after  "a  commissioned  offi- 
cer"; and 

(2)  fry  adding  at  the  end  of  the  following 
new  subsection: 

"(c)(1)  Sulaect  to  paragraphs  (2)  and  (3), 
the  Secretary  of  the  Army  may  pay  not  more 
than  75  percent  of  the  charges  of  an  educa- 
tional institution  for  the  tuition  or  expenses 
of  an  officer  in  the  Selected  Reserve  of  the 
Army  National  Guard  or  Uie  Army  Reserve 
for  education  or  training  of  such  officer  in  a 
program  leading  to  a  baccalaureate  degree. 

"(2)  The  Secretary  may  not  pay  charges 
under  paragraph  (1)  for  tuition  or  expenses 
of  an  officer  unless  the  officer  agrees  to 
remain  a  memtter  of  the  Selected  Reserve  for 
at  least  four  years  after  completion  of  the 
education  or  training  for  which  the  charges 
are  paid. 

"(3)  The  Secretary  may  not  pay  charges 
under  paragraph  (1)— 

"(A)  for  a  yjarrant  officer;  or 

"(B)  for  an  officer  on  active  duty  or  full- 
time  National  Guard  duty. ". 

(b)  Limitation  on  Amount  for  Fiscal  Year 
1987.— The  total  amount  obligated  by  the 
Secretary  of  the  Army  under  subsection  (c) 
of  section  2007  of  title  10,  United  States 
Code,  as  added  by  sut>section  (a),  during 
fiscal  year  1987  may  not  exceed  $4,200,000. 

(c)  Effective  Date.— Subsection  (c)  of  sec- 
tion 2007  of  title  10,  United  States  Code,  as 
added  by  suitsection  (a),  shall  take  effect  on 
October  1,  1986. 

Part  E—Cost  Reductions 

SEC.  HI.  cost  REDVCTIONS  for  nSlAL  YEAR  ltd?. 

(a)  PCS  Moves.— The  total  amount  ex- 
pended by  the  Department  of  Defense  during 
fiscal  year  1987  for  permanent  change  of 
station  moves  may  not  exceed 
$2,533,760,000. 


(b)  Selective  Reenustment  Bonus.— (1) 
During  fiscal  year  1987,  the  Secretary  con- 
cerned may  not  pay  more  than  50  percent  of 
an  amount  paid  to  any  person  under  section 
308  of  title  37,  United  States  Code,  in  a  lump 
sum. 

(2)  During  fiscal  year  1987.  the  total 
amount  obligated  for  payments  under  such 
section  with  respect  to  reenlistments  and  ex- 
tensions of  enlistments  after  Septeber  30, 
1986,  may  not  exceed  8291,600,000. 

(c)  Enustment  Bonuses.— An  eiUistment 
bontu  under  section  308a  of  title  37,  United 
States  Code,  may  not  tie  paid  fry  the  Secre- 
tary of  the  Navy  or  the  Secretary  of  the  Air 
Force  with  respect  to  an  enlistment  after 
September  30,  1986. 

(d)  Enusted  to  Officer  Ratio.— The  Secre- 
tary of  Defense  shall  require  that  officer  per- 
sonnel strengths  be  managed  so  as  to  attain 
a  ratio  rcithin  the  armed  forces  (other  than 
the  Coast  Guard)  of  enlisted  members  to  of- 
ficers of  not  less  than  6.12  to  1  by  September 
30,  1987,  with  a  goal  of  achieving  a  ratio  of 
6.5  to  1  by  September  30.  1990. 

(e)  Reserve  Unit  and  Individual  Train- 
ing.—During  fiscal  year  1987.  the  amount 
spent  for  reserve  unit  and  individual  train- 
ing may  not  exceed  $5,084,500,000. 

TITLE  VH— UNIFORM  CODE  OF  MILITARY 
JUSTICE 

SEC.   7tL  SHORT  TITLE:  REFERENCES  TO  I'NIFORM 
CODE  OF  MILITARY  JVSTICE 

(a)  Short  Title.— This  title  may  be  cited 
as  the  "Military  Justice  Amendments  of 
1986". 

(b)  References  to  UCMJ.— Except  as  oth- 
erwise expressly  provided,  whenever  in  this' 
title  an  amendment  or  repeal  is  expressed  in 
terms  of  an  amendment  to.  or  repeal  of.  a 
section  or  other  provision,  the  reference 
shall  be  considered  to  be  made  to  a  section 
or  other  provision  of  chapter  47  of  title  10, 
United  States  Code  (the  Uniform  Code  of 
Military  Justice). 

SEC.  IK.  establishment  OF  DEFENSE  OF  LACK  OF 
MENTAL  RESPONSIBILITY. 

(a)  In  General.— (1)  Subchapter  VII  is 
amended  fry  inserting  after  section  850  (arti- 
cle 50)  the  following  new  section  (article): 

"Sasta.  Art  5»a.  Deftmae  •flaek  of  menial  retfOH- 
sibUity 

"(a)  It  is  an  affirmative  defense  in  a  trial 
by  court-martial  thaL  at  the  time  of  the 
commission  of  the  acts  constituting  the  of- 
fense, the  accused,  as  a  result  of  a  severe 
mental  disease  or  defecL  was  unable  to  ap- 
preciate the  nature  and  quality  or  the 
wrongfulness  of  the  acts.  Mental  disease  or 
defect  does  not  otherwise  constitute  a  de- 
fense. 

"(b)  The  accused  has  the  Inirden  of  prov- 
ing the  defense  of  lack  of  mental  responsibil- 
ity by  clear  and  convincing  evidence. 

"(c)  Notunthstanding  the  provisions  of 
section  852  of  this  title  (article  52),  the  ac- 
cused may  tie  found  not  guilty  under  this 
section  only  if— 

"(1)  a  majority  of  the  members  of  the 
court-martial  present  at  the  time  the  vote  is 
taken  determines  that  the  defense  of  lack  of 
mental  responsibility  has  been  established; 
or 

"(2)  in  the  case  of  a  court-martial  com- 
posed of  a  military  judge  only,  the  military 
judge  determines  that  the  defense  of  lack  of 
mental  responsibility  has  been  established. ". 

(2)  The  tattle  of  sections  at  the  beginning 
of  such  subchapter  is  amended  by  inserting 
after  the  item  relating  to  section  850  (article 
50)  the  following  new  item: 
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"SSOa.  SOa.  Defense  of  lack  of  mental  respon- 
sibility. ". 
(b)  Effective  Date.— Section  SSOa  of  title 
10,  United  States  Code,  as  added  by  subsec- 
tion (a)(1),  shall  apply  only  to  offenses  com- 
mitted on  or  after  the  date  of  the  enactment 
of  this  Act 

SEC.  701.  APPLICATION  FOR  ENLISTED  MEMBEKS  TO 
SEKVE  ON  COVRT-MARTIAL 

(a)  In  General.— Section  825(c)(1)  (article 
2S(c)(l))  is  amended  by  striking  out  "has  re- 
guested  in  writing"  and  inserting  in  lieu 
thereof  "has  requested  orally  on  the  record 
or  in  writing". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  only  to  a 
case  in  which  arraignment  is  completed  on 
or  after  the  effective  date  of  this  part 

SBC.  794.  COVKT-MAKTIAL  JVRISDICTION  OVER  RE- 
SERVE MEMBERS. 

(a)  Jurisdiction  Over  Reserve  Members 
Under  Certain  Circumstances.— (1)  Para- 
graph (3)  of  section  802(a)  (article  2(a))  is 
amended  to  read  as  follows: 

"(3)  Members  of  a  reserve  component 
while— 

"(A)  on  active  duty;  or 

"(B)  on  inactive-duty  training,  but  in  the 
case  of  members  of  the  Army  National 
Guard  of  the  United  States  or  the  Air  Na- 
tional Guard  of  the  United  States  only  when 
in  Federal  service. ". 

(2)  Section  802  (article  2)  is  further 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"(d)(1)  A  member  of  a  reserve  component 
who  is  charged  with  hairing  committed  an 
offense  against  this  chapter  may  be  called  or 
ordered  to  active  duty  involuntarily  for  the 
purpose  of— 

"(A)  investigation  under  section  832  of 
thU  title  (article  32); 

"(B)  trial  by  court-martial;  or 

"(C)  nonjudicial  punishment  under  sec- 
tion 815  of  this  title  (article  15). 

"(2)  A  member  of  a  reserve  component 
may  not  be  called  or  ordered  to  active  duty 
under  paragraph  (1)  except  with  respect  to 
an  offense  committed  while  the  member 
was— 

"(A)  on  active  duty;  or 

"(B)  on  inactive-duty  training,  but  in  the 
case  of  members  of  the  Army  National 
Guard  of  the  United  States  or  the  Air  Na- 
tional Guard  of  the  United  States  only  when 
in  Federal  service. 

"(3)  Authority  to  call  or  order  a  member  to 
active  duty  under  paragraph  (1)  shall  be  ex- 
ercised under  regulations  prescribed  by  the 
Secretary  concerned. ". 

(b)  Continued  Amenability  to  Jurisdic- 
tion.—Section  803  (article  3)  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(d)  A  meml>er  of  a  reserve  component  who 
is  subject  to  this  chapter  is  not  by  virtue  of 
the  termination  of  a  period  of  active  duty  or 
inactive-duty  training,  relieved  from  amen- 
ability to  the  jurisdiction  of  this  chapter  for 
an  offense  against  this  chapter  committed 
during  such  period  of  active  duty  or  inac- 
tive-duty training. ". 

(c)  Authority  To  Administer  Oaths.— Sec- 
tion 936  (article  136)  is  amended  by  insert- 
ing "or  performing  inactive-duty  training" 
in  subsections  (a)  and  (b)  after  "active 
duty". 

(d)  Articles  To  Be  Explained.— The  text  of 
section  937  (article  137)  is  amended  to  read 
asftUows: 

"(a)(1)  The  sections  of  this  title  (articles  of 
the  Uniform  Code  of  Military  Justice)  speci- 
fied in  paragraph  (3)  shall  be  carefully  ex- 
plained to  each  enlisted  member  at  the  time 
of  (or  within  six  days  after)— 


"(A)  the  member's  initial  entrance  on 
active  duty;  or 

"(B)  the  memtter's  initial  entrance  into  a 
duty  status  with  a  reserve  component 

"(2)  Such  sections  (articles)  shall  be  ex- 
plained again— 

"(A)  after  the  member  has  completed  six 
months  of  active  duty  or,  in  the  case  of  a 
member  of  a  reserve  component  after  the 
member  has  completed  basic  or  recruit 
training;  and 

"(B)  at  the  time  when  the  member  reen- 
lists. 

"(3)  This  subsection  applies  with  respect 
to  sections  802,  803.  807-815,  825.  827,  831. 
837,  838,  855,  877-934,  and  937-939  of  this 
title  (articles  2,  3,  7-15.  25,  27,  31,  37,  38,  55, 
77-134,  and  137-139). 

"(b)  The  text  of  the  Uniform  Code  of  Mili- 
tary Justice  and  of  the  regulations  pre- 
scrH>ed  &v  the  President  under  such  Code 
shall  6e  made  available  to  a  member  on 
active  duty  or  to  a  memt>er  of  a  reserve  com- 
ponent upon  request  try  the  member,  for  the 
member's  personal  examination. ". 

(e)  Effective  Date.— The  amendments 
made  by  subsections  (a)  and  (bt  shall  apply 
only  to  an  offense  committed  on  or  after  the 
effective  date  of  this  part 

SEC  7«.  STATITE  OF  UMITATIONS 

(a)  Revision  of  Statutes  of  Limitation.- 
Subsections  (a),  (b),  and  (c)  of  section  843 
(article  43)  are  amended  to  read  as  follows: 

"(a)  A  person  charged  with  absence  unth- 
out  leave  or  missing  movement  in  time  of 
war,  or  with  any  offense  punishable  by 
death,  may  be  tried  and  punished  at  any 
time  loithout  limitation. 

"(b)(1)  Except  as  otherwise  provided  in 
this  section  (article),  a  person  charged  with 
an  offense  is  not  liable  to  6e  tried  by  court- 
martial  if  the  offense  teas  committed  more 
than  five  years  before  the  receipt  of  sworn 
charges  and  specifications  try  an  officer  ex- 
ercising summary  court-martial  jurisdiction 
over  the  coTnmand, 

"(2)  A  person  charged  tenth  an  offense  is 
not  liable  to  be  punished  under  section  815 
of  this  title  (article  15)  if  the  offense  was 
committed  more  than  two  years  ttefore  the 
imposition  of  punishment 

"(c)  Periods  in  which  the  accused  is  absent 
without  authority  or  fleeing  from  justice 
shall  be  excluded  in  computing  the  period  of 
limitation  prescribed  in  this  section  (arti- 
cle). ". 

(b)  Time  for  Reinstatement  of  Charges.— 
Such  section  is  further  amended  by  adding 
at  the  end  the  following  new  subsectioru 

"(g)  If  charges  or  specifications  are  dis- 
missed as  defective  or  insufficient  for  any 
cause  and  the  period  prescribed  try  the  appli- 
cable statute  of  limitations— 

"(1)  has  expired;  or 

"(2)  vnll  expire  toithin  six  calendar 
months  of  the  date  of  dismissal  of  the 
charges  and  specifications, 
trial  and  punishment  under  new  charges 
and  specifications  are  not  Itarred  try  a  stat- 
ute of  limitations  if  the  netc  charges  and 
specifications  are  received  try  an  officer  ex- 
ercising sumynary  court-martial  jurisdiction 
over  the  command  within  six  calendar 
months  of  the  dismissal  of  the  charges  or 
specifications. ". 

(c)  Effective  Date.— The  amendments 
made  ftv  this  section  shall  apply  to  an  of- 
fense committed  on  or  after  the  date  of  the 
enactment  of  this  Act 

.SEC  7tS.  TIME  FOR  DEFENSE  POST-TRIAL  SVBMIS- 
SIONS 

(a)  SiMPUFiCATioN  OF  TIME  FOR  SUBMIS- 
SION.—Subsection  (b)  of  section  860  (article 
60)  is  amended— 


(1)  by  strUcing  out  paragraph  (31; 

(2)  by  redesignating  paragraph  (2)  as 
paragraph  (3)  and  inserting  a  comma  in 
that  paragraph  after  "case";  and 

(3)  by  striking  out  paragraph  (I)  and  in- 
serting in  lieu  thereof  the  following: 

"(1)  The  accused  may  submit  to  the  con- 
vening authority  matters  for  consideration 
try  the  convening  authority  with  respect  to 
the  findings  and  the  sentence.  Except  in  a 
summary  court-martial  case,  such  a  submis- 
sion shall  be  made  within  10  days  after  the 
accused  has  been  given  an  authenticated 
record  of  trial  and,  if  applicable,  the  recom- 
mendation of  the  staff  judge  advocate  or 
legal  officer  under  sut)section  (d).  In  a  sum- 
mary court-martial  case,  such  a  sutmiission 
sfiall  be  made  within  seven  days  after  the 
sentence  is  announced. 

"(2)  If  the  accused  shows  that  additional 
time  is  required  for  the  accused  to  submit 
such  matters,  the  convening  authority  or 
other  person  talcing  action  under  this  sec- 
tion, for  good  cause,  may  extend  the  appli-^ 
cable  period  under  paragraph  (1)  for  not 
more  than  an  additional  20  days. ". 

(b)  Recommendations  of  Staff  Judge  Ad- 
vocate.—Subsection  (c)(2)  of  such  section  is 
amended  try  striking  out  "and,  if  applicable, 
under  subsection  (d). ". 

(c)  Conforming  Amendments.— Subsection 
(d)  of  such  section  is  amended— 

(1)  in  the  third  sentence,  by  striking  out 
"who  shall  have  five  days  from  the  date  of 
receipt  in  which  to  submit  any  matter  in  re- 
sponse" and  inserting  in  lieu  thereof  "who 
may  submit  any  matter  in  response  under 
subsection  (b)";  and 

(2)  try  striking  out  the  fourth  sentence. 

(cl  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  in  cases  in 
which  the  sentence  is  adjudged  on  or  after 
the  effective  date  of  this  part 

SEC.  7#7.  DETAIL  OFJVDOE  ADVOCATES 

(a)  Representation  of  United  States  In- 
terests.—Section  806(a)  (article  6(a))  is 
amended  by  inserting  after  the  second  sen- 
tence the  following:  "A  judge  advocate  who 
is  assigned  or  detailed  to  perform  the  func- 
tions of  a  civil  office  in  the  Government  of 
the  UniUd  States  under  section  973(b)(2l(B) 
of  this  title  may  perform  such  duties  as  may 
be  requested  by  the  agency  concerned,  in- 
cluding representation  of  the  United  States 
in  civil  and  criminal  cases. ". 

(b)  Effective  Date.— The  amendment 
made  try  sul>section  (a)— 

(1)  shall  take  effect  on  the  date  of  the  en- 
actment of  this  Act'  and 

(2)  may  not  be  construed  to  invalidate  an 
action  taken  by  a  judge  advocate,  pursuant 
to  an  assignment  or  detail  under  section 
973(b)(2)(B)  of  title  10,  United  States  Code, 
before  the  date  of  the  enactment  of  this  Act 

SEC.  7t».  EFFECTIVE  DATE 

Except  as  provided  in  sections  702(b), 
705(c),  and  707(b),  the  amendments  made  by 
this  title  shaU  take  effect  on  the  earlier  of— 

(1)  the  last  day  of  the  120-day  period  be- 
ginning on  the  date  of  the  enactment  of  this 
Act'  or 

(2)  the  date  specified  in  an  Executive 
order  for  such  amendments  to  lake  effect 

TITLE  VIII— DEPARTMENT  OF  DEFENSE 
MANAGEMENT 

Part  A— Management  of  Certain 
PRocuREifti^T  Matters 

SEC  ML  CONTRACTS  FOR  OVERHAVU  REPAIR  AND 
MAINTENANCE  OF  NAVAL  VESSELS 

(a)  In  General.— Section  7299a  of  title  10, 
United  States  Code  (relating  to  coTistruction 
of  combatant  and  escort  vessels  and  assign- 
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ment  of  naval  vessel  projects/,  is  amended 
by  adding  at  the  end  the  following  new  sub- 
sections: 

"lO  In  evaluating  bids  or  proposals  for  a 
contract  for  the  overhaul  repair,  or  mainte- 
nance of  a  naval  vessel  the  Secretary  of  the 
Navy  shall  in  determining  the  price  of  work 
to  be  performed  in  an  area  outside  the  area 
of  the  homeport  of  the  vessel,  consider  all 
costs  of  performing  the  work  in  that  area 
(including  costs  to  the  Navy  of  performing 
the  XDork  in  that  area  that  are  subject  to  esti- 
mation before  contract  award). 

"ld)ll>  Notwithstanding  subsections  <b) 
and  fcJ,  the  Secretary  may  award  a  contract 
for  short-term  work  for  the  overhaul  repair, 
or  maintenance  of  a  naval  vessel  only  to  a 
contractor  that  is  able  to  perform  the  work 
at  the  homeport  of  the  vessel  if  the  Secretary 
determines  that  adequate  competition  is 
available  among  firms  able  to  perform  the 
work  at  the  homeport  of  the  vessel 

"(21  In  this  subsection,  the  term  'short- 
term  work'  means  work  that  will  be  for  a 
period  of  six  months  or  less. ". 

(b)  Repeal  of  LmrTATtoN  on  FY86  Funds.— 
Section  8104  of  the  Department  of  Defense 
Appropriations  Act.  1986  (as  contained  in 
section  101(b)  of  Public  Law  99-190  (99  Stat. 
1221)).  is  repealed. 

SEC.  S»2.  HASDLISG  (»F  HAZARDOVS  W.ASTE  GEVFR- 
ATEO  aiRI.\G  REPAIR  OR  MAI.STE- 
\A.\rE  OF.\A  VAL  VESSELS. 

(a)  Required  Contract  Provisions.— 
Chapter  633  of  title  10.  United  Stales  Code, 
is  amended  by  adding  at  the  end  the  follow- 
ing new  section: 

"S~3II.  Repair  or  maintenance  of  naval  vettels: 
handling  of  hazardous  wa»te 

"(a)  Contractual  Provisions.— TTie  Secre- 
tary of  the  Navy  shall  ensure  that  a  contract 
entered  into  for  repair  or  maintenance  of  a 
naval  vessel  includes  the  following  provi- 
sions: 

"(1)  Identification  of  hazardous  wastes.— 
Provisions  identifying  the  type  and 
amounts  of  hazardous  wastes  that  are  ex- 
pected to  be  generated  during  the  perform- 
ance of  the  repair  or  maintenance. 

"(2)  Compensation.— Provisions  specifying 
that  the  contractor  shall  be  compensated 
under  the  contract  for  work  performed  by 
the  contractor  for  duties  of  the  contractor 
specified  under  paragraph  (3). 

"(3)  Statement  of  work.— Provisions  mu- 
tually acceptable  to  the  Navy  and  the  con- 
tractor specifying  the  responsibilities  of  the 
Navy  and  of  the  contractor,  respectively,  for 
the  removal,  handling,  storage,  transporta- 
tion, and  disposal  of  hazardous  wastes  gen- 
erated during  the  performance  of  the  repair 
or  maintenance. 

"(b)  Renegotiation  of  Contract.— The 
Secretary  of  the  Navy  shall  renegotiate  a 
contract  described  in  subsection  (a)  if— 

"(1)  the  contractor,  during  the  perform- 
ance of  repair  or  maintenance  under  the 
contracl  discovers  hazardous  wastes  differ- 
ent in  type  or  amount  from  those  identified 
in  the  contract;  and 

"(2)  such  hazardous  wastes  originated  on 
the  naval  vessel  on  which  the  repair  or 
maintenance  is  t>eing  performed,  including 
anv  waste  materials  rendered  hazardous  as 
a  result  of  the  performance  of  the  work  re- 
quired by  the  contract 

"(c)  Identification  Numbers.— Each  naval 
vessel  or  each  Supervisor  of  Shipbuilding  in 
lieu  of  each  vessel  at  or  upon  which  hazard- 
ous wastes  are  produced  or  from  which  haz- 
ardous wastes  are  removed,  shall  obtain  an 
identification  number  which  shall  be  used 
on  all  contracts,  manifests,  and  invoices  for 
the  transportation  of  such  wastes  for  treat- 


ment storage,  or  disposal  in  accordance 
with  regulations  issued  by  the  Administra- 
tor of  the  Environmental  Protection  Agency 
pursuant  to  the  Resource  Conservation  and 
Recovery  Act  of  1978,  as  amended.  For  pur- 
poses of  this  section,  the  term  'hazardous 
wastes'  shall  include  all  wastes  for  which  the 
contractor  is  entitled  to  reimbursement 
under  subsection  (a)(2)  or  (b).  ". 

(b)  Clerical  Amendment.— The  table  of  sec- 
tions at  the  beginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  item: 

"7311.  Repair  or  maintenance  of  naval  ves- 
sels: handling  of  hazardous 
waste. ". 

SEC.   MJ.   UHIT.WIOS  OS  TRASSFER  OF  CERT.MS 
TECHSIVAL  D.ATA  PACKAGES 

(a)  Technical  Data  Packages  for  Produc- 
tion OF  Large-Caliber  Cannon.— (1)  Chapter 
433  of  title  10.  United  States  Code,  is  amend- 
ed by  adding  at  the  end  the  following  new 
section: 

"§45.12.  Technical  data  packages  for  large-caliber 
cannon;  prohibition  on  framtfem  to  foreign  coun- 
tries; exception 

"(a)  General  Rule.— Funds  appropriated 
to  the  Department  of  Defense  may  not  be 
used— 

"(1)  to  transfer  to  a  foreign  country  a  tech- 
nical data  package  for  a  defense  item  being 
manufactured  or  developed  in  an  arsenal:  or 

"(2)  to  assist  a  foreign  country  in  produc- 
ing such  a  defense  item. 

"(b)  Exception.— The  Secretary  of  the 
Army  may  use  funds  appropriated  to  the  De- 
partment of  Defense  to  transfer  a  technical 
data  package,  or  to  provide  assistance,  de- 
scribed in  subsection  (a)  if— 

"(II  the  transfer  or  provision  of  assistance 
is  to  a  friendly  foreign  country  (as  deter- 
mined by  the  Secretary  of  Defense  in  consul- 
tation with  the  Secretary  of  State): 

"(2)  the  Secretary  of  the  Army  determines 
that  such  action— 

"(A)  would  have  a  clear  benefit  to  the  pres- 
ervation of  the  production  base  for  the  pro- 
duction of  cannon  at  the  arsenal  concerned: 
and 

"(B)  would  not  transfer  technology  (in- 
cluding production  techniques)  considered 
unique  to  the  arsenal  concerned;  and 

"(3)  the  Secretary  of  Defense  enters  into 
an  agreement  with  the  country  concerned 
described  in  subsection  (c). 

"(c)  Coproduction  Agreements.— An 
agreement  under  this  subsection  shall  be  in 
the  form  of  a  Government- to-Govemment 
Memorandum  of  Understanding  and  shall 
include  provisions  that— 

"(1)  prescribe  the  content  of  the  technical 
data  package  or  assistance  to  be  transferred 
to  the  foreign  country  participating  in  the 
agreement; 

"(2)  require  that  production  by  the  par- 
ticipating foreign  country  of  the  defense 
item  to  which  the  technical  data  package  or 
assistance  relates  be  shared  with  the  arsenal 
concerned; 

"(3)  subject  to  such  exceptions  as  may  be 
approved  under  subsection  (d).  prohibit 
transfer  by  the  participating  foreign  coun- 
try to  a  third  party  or  country  of— 

"(A)  any  defense  article,  technical  data 
package,  technology,  or  assistance  provided 
by  the  United  States  under  the  agreement; 
and 

"(B)  any  defense  article  produced  by  the 
participating  foreign  country  under  the 
agreement;  and 

"(4)  require  the  Secretary  of  Defense  to 
monitor  compliance  with  the  agreement  and 
the  participating  foreign  country  to  report 


periodically  to  the  Secretary  of  Defense  con- 
cerning the  agreement 

"(d)  Transfers  to  Third  Parties.— A  trans- 
fer described  in  subsection  (b)(3>  may  be 
made  if— 

"(1)  the  defense  article,  technical  data 
package,  or  technology  to  be  transferred  is  a 
product  of  a  cooperative  research  and  devel- 
opment program  in  which  the  United  States 
and  the  participating  foreign  country  were 
partners;  or 

"(2)  the  President— 

"(A)  complies  with  all  requirements  of  sec- 
tion 3(d)  of  the  Arms  Export  Control  Act  (22 
U.S.C.  2753(d))  with  respect  to  such  transfer; 
and 

"(B)  certifies  to  Congress,  before  the  trans- 
fer, that  the  transfer  would  provide  a  clear 
benefit  to  the  production  base  of  the  United 
States  for  large-caliber  cannon. 

"(e)  Notice  and  Reports  to  Congress.— 
(1)  The  Secretary  of  the  Army  shall  submit 
to  Congress  a  notice  of  each  agreement  en- 
tered into  under  this  section. 

"(2)  The  Secretary  shall  submit  to  Con- 
gress a  semi-annual  report  on  the  operation 
of  this  section  and  of  agreements  entered 
into  under  this  section. 

"(f)  Arsenal  Defined.— In  this  section,  the 
term  'arsenal'  means  a  Government-owned, 
Government-operated  defense  plant  that 
manufactures  large-caliber  cannon. ". 

(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 

"4542.  Technical  data  packages  for  large-cal- 
iber   cannon:    prohibition    on 
transfers  to  foreign  countries; 
exception. ". 
(b)  Effective  Date.— Section  4542  of  title 
10,  United  States  Code,  as  added  by  subsec- 
tion (a),  shall  apply  with  respect  to  funds 
appropriated  for  fiscal   years   after  fiscal 
year  1986. 

SEC.  HM.  ISFORMATIOS  CO\CERSISG  ISE  l\  MAJOR 
SYSTEMS  OF  COMPOSESTS  M.WVFAC- 
n  RED  1)1  TSIDE  THE  I  SITED  ST  A  TES. 

(a)  Inclusion  of  Information  in  Compre- 
hensive Annual  Selected  Acquisition  Re- 
ports.—Section  139a(c)(3)  of  title  10.  United 
States  Code,  is  amended— 

(1)  by  striking  out  "and"  at  the  end  of  sub- 
paragraph (B); 

(2)  by  striking  out  the  period  at  the  end  of 
subparagraph  (C)  and  inserting  in  lieu 
thereof  ";  and";  and 

(3)  by  adding  at  the  end  the  following  new 
subparagraph: 

"(D)  for  each  major  defense  acquisition 
program  included  in  the  report  information 
detailing  the  use  of  components  manufac- 
tured outside  the  United  States,  including 
the  dollar  value  and  country  of  origin  of 
such  components. ". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)(3)  shall  apply  to 
comprehensive  annual  Selected  Acquisition 
Reports  submitted  for  fiscal  years  beginning 
after  the  date  of  the  enactment  of  this  Act 

SEC.  K9i.  REQllREME.STS  C0.\CER.\ISG  TRA.WSPOR- 
TATIOS  or  MEMBERS  OF  THE  ARMED 
FORCES  BY  CHARTERED  AIRCRAFT. 

(a)  In  General.— (1)  Chapter  157  of  title 
10.  United  States  Code,  is  amended  by 
adding  at  the  end  the  following  new  section: 
"112640.  Charter  air  trangportation  of  member*  of 

the  armed  forces 

"(a)  Requirements.— (1)  The  Secretary  of 
Defense  may  not  enter  into  a  contract  with 
an  air  carrier  for  the  charter  air  transporta- 
tion of  members  of  the  armed  forces  unless 
the  air  carrier— 
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"(A)  meets,  at  a  minimum,  the  safety 
standards  established  by  the  Secretary  of 
Transportation  under  title  VI  of  the  Federal 
Aviation  Act  of  1958  149  V.S.C.  App.  1421  et 
seq.J: 

"(B)  has  at  least  12  months  of  experience 
operating  services  in  air  transportation  that 
are  substantially  equivalent  to  the  service 
sought  by  the  Department  of  Defense:  and 

"(CI  undergoes  a  technical  safety  evalua- 
tion. 

"(2)  For  purposes  of  paragraph  (It(C),  a 
technical  safety  evaluation— 

"(A>  shall  include  inspection  of  a  repre- 
sentative number  of  aircraft:  and 

"(B)  shall  be  conducted  in  accordance 
toith  regulations  prescribed  by  the  Secretary, 
after  consultation  vnth  the  Secretary  of 
Transportation. 

"(b)  Inspections.— The  Secretary  shall  pro- 
vide for  inspections  of  each  air  carrier  that 
contracts  with  the  Department  of  Defense 
for  the  charter  air  transportation  of  mem- 
bers of  the  armed  forces.  The  inspections 
shall  be  conducted  in  accordance  with 
standards  established  by  the  Secretary,  after 
consultation  with  the  Secretary  of  Transpor- 
tation, and  shall  include,  at  a  minimum,  the 
following: 

"(1)  An  on-site  capability  survey  of  the  air 
carrier  conducted  at  least  once  every  two 
years. 

"(2)  A  performance  evaluation  of  the  air 
carrier  conducted  at  least  once  every  six 
months. 

"(3)  A  preflight  safety  inspection  of  each 
aircraft  conducted  not  more  than  72  hours 
before  each  flight  to  ensure  a  high  degree  of 
flying  safety. 

"(4)  Operational  check-rides  on  aircraft 
conducted  periodically. 

"(c)  Commercial  Airlift  Review  Board.— 
The  Secretary  shall  establish  a  Commercial 
Airlift  Review  Board  within  the  Department 
of  Defense.  The  Board  shall  consist  of  per- 
sonnel from  the  Department  of  Defense  and 
other  Government  personnel  as  may  be  ap- 
propriate. The  duties  of  the  Board  shall  be— 
"(1)  to  make  recommendations  to  the  Sec- 
retary on  suspension  and  reinstatement  of 
air  carriers  under  subsection  (d>: 

"(2)  to  make  recommendations  to  the  Sec- 
retary on  waivers  under  subsection  (g):  and 
"(3)  to  carry  out  such  other  duties  and 
make  recommendations  on  such  other  mat- 
ters as  the  Secretary  considers  appropriate. 
"(d)  Suspension  and  Reinstatement.— (1) 
The  Secretary  shall  establish  guidelines  for 
the  suspension  of  air  carriers  under  contract 
vnth  the  Department  of  Defense  for  the  char- 
ter air  transportation  of  members  of  the 
armed  forces  and  for  the  reinstatement  of 
air  carriers  that  have  been  so  suspended. 
The  guidelines— 

"(A)  shall  require  the  immediate  determi- 
nation of  whether  to  suspend  an  air  carrier 
if  an  aircraft  of  the  air  carrier  is  involved 
in  a  fatal  accident:  and 

"(B)  may  require  the  suspension  of  an  air 
carrier— 

"(i)  if  the  carrier  is  in  violation  of  any 
order,  rule,  regulation,  or  standard  pre- 
scribed under  title  VI  of  the  Federal  Avia- 
tion Act  of  1958  (49  U.S.C.  App.  1421  et  seq.): 
or 

"(ii)  if  an  aircraft  of  the  air  carrier  is  in- 
volved in  a  serious  accident 

"(2)  The  Commercial  Airlift  Review  Board 
shall  make  recommendations  to  the  Secre- 
tary on  suspension  and  reinstatement  under 
this  subsection. 
"(3)  The  Secretary  shall  include  in  each 
'  contract  subject  to  this  section  the  provi- 
sions on  suspension  and  reinstatement  es- 
tablished under  this  subsection. 


"(e)  Authority  To  Leave  Unsafe  Air- 
craft.— A  representative  of  the  Military  Air- 
lift Command,  the  Military  Traffic  Manage- 
ment Command,  or  such  other  agency  as 
may  be  designated  by  the  Secretary  of  De- 
fense (or  if  there  is  no  such  representative 
reasonably  available,  the  senior  officer  on 
board  a  chartered  aircraft)  may  order  mem- 
bers of  the  armed  forces  to  leave  a  chartered 
aircraft  if  the  representative  (or  officer)  de- 
termines that  a  condition  exists  on  the  air- 
craft which  may  endanger  the  safety  of  the 
members. 

"(f)  FAA  Information.— The  Secretary  shall 
request  the  Secretary  of  Transportation  to 
provide  to  the  Secretary  a  report  on  each  in- 
spection performed  by  Federal  Aviation  Ad- 
ministration personnel,  and  the  status  of 
corrective  actions  taken,  on  each  aircraft  of 
an  air  carrier  under  contract  with  the  De- 
partment of  Defense  for  the  charter  air 
transportation  of  members  of  the  armed 
forces. 

"(g)  Waiver.— After  considering  recom- 
mendations by  the  Commercial  Airlift 
Review  Board,  the  Secretary  may  waive  any 
provision  of  this  section  in  an  emergency. 

"(h)  Regulations.— The  Secretary  shall 
prescribe  regulations  to  carry  out  this  sec- 
tion, including  requirements  and  identifica- 
tion of  inspecting  personnel  with  respect  to 
preflight  safety  inspections  required  by  sub- 
section (b)(3). 

"(i)  Definitions.— In  this  section: 

"(1)  The  terms  'air  carrier',  'aircraft',  'air 
transportation',  and  'charter  air  transporta- 
tion' have  the  meanings  given  such  terms  oy 
sections  101(3),  101(5).  101(10).  and  101(151. 
respectively,  of  the  Federal  Aviation  Act  of 
1958  (49  U.S.C.  App.  1301(3).  1301(5). 
1301(10),  and  1301(15)). 

"(2)  The  term  'members  of  the  armed 
forces'  means  members  of  the  Army,  Navy. 
Air  Force,  and  Marine  Corps. ". 

(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  follovsing  new  item: 
"2640.  Charter  air  transportation  of  mem- 
bers of  the  armed  forces. ". 

(b)  Deadline  for  Regulations.— Not  later 
than  120  days  after  the  date  of  the  enact- 
ment of  this  Act,  the  Secretary  of  Defense 
shall  prescribe  the  regulations  required  by 
section  2640  of  title  10,  United  States  Code, 
as  added  by  subsection  (a). 

(c)  Effective  Date.— Section  2640  of  title 
10.  United  States  Code,  as  added  by  subsec- 
tion (a),  shall  apply  only  to  contracts  which 
are  entered  into  on  or  after  the  date  on 
which  the  regulations  required  by  subsection 
(b)  are  prescribed. 

sec.  not.  FCBL  SOIRCES  FOR  HEATISO  SYSTEMS  OS 
MILITARY  ISSTALLA  TIO.\S 

(a)  Use  of  Most  Cost-Effective  Fuel  in 
New  Heating  Systems.— (1)  Section  2690  of 
title  10,  United  States  Code,  is  amended  to 
read  as  follows: 
"S2690.  Fuel  sources  for  heating  systems 

"(a)  The  Secretary  of  the  military  depart- 
ment concerned  shall  provide  that  the  pri- 
mary fuel  source  to  be  used  in  any  new  heat- 
ing system  constructed  on  lands  under  the 
jurisdiction  of  the  military  department  is 
the  most  cost-effective  fuel  for  that  heating 
system  over  the  life  cycle  of  the  system. 

"(b)  The  Secretary  of  Defense  shall  pre- 
scrH>e  regulations  for  the  determination  of 
the  life-cycle  cost  effectiveness  of  a  fuel  for 
the  purposes  of  subsection  (a). 

"(c)  In  the  case  of  a  military  installation 
in  the  Federal  Republic  of  Germany,  the  Sec- 
retary of  the  military  department  concerned 
shall  where  practical,  use  the  German  utili- 
ty system  for  purposes  of  heating. ". 


(2)  The  item  relating  to  such  section  in  the 
table  of  sections  at  the  beginning  of  chapter 
159  of  such  title  is  amended  to  read  as  fol- 
lows: 

"2690.  Fuel  sources  for  heating  systems. ". 

(b)  Repeal  of  Requirement  for  Conver- 
sion OF  Existing  Steam-Generating 
Plants.— Section  8110  of  the  Department  of 
Defense  Appropriations  Act,  1986  (as  con- 
tained in  section  101(b)  of  Public  Law  99- 
190  (99  Stat  1222)).  is  repealed. 

SEC.  HOT.  PROHIBITIO.y  O.V  CO.\rRACrS  FOR  PER- 
FORMASCE  OF  FlREFIGHTl.\G  ASD  SE- 
Cl  Rin  Fr\(TIO.\. 

(a)  Prohibition.— Chapter  159  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 

"§2693.  Prohibition  on  contracts  for  performance 
of  firefighting  and  security-guard  functions 

"(a)  Except  as  provided  in  subsection  (b), 
funds  appropriated  to  the  Department  of  De- 
fense may  not  be  obligated  or  expended  for 
the  purpose  of  entering  into  a  contract  for 
the  performance  of  firefighting  or  security- 
guard  functions  at  any  military  installation 
or  facility. 

"(b)  The  prohibition  in  subsection  (a)  does 
not  apply— 

"(1)  to  a  contract  to  be  carried  out  at  a  lo- 
cation outside  the  United  States  (including 
its  commonwealths,  territories,  and  posses- 
sions) at  which  military  personnel  would 
have  to  be  used  for  the  performance  of  the 
function  described  in  subsection  (a)  at  the 
expense  of  unit  readiness: 

"(21  to  a  contract  to  be  carried  out  on  a 
Government-owned  but  privately  operated 
installation:  or 

"(31  to  a  contract  (or  the  renewal  of  a  con- 
tract) for  the  performance  of  a  function 
under  contract  on  September  24.  1983. ". 

(bi  Clerical  Amendment.— The  table  of  sec- 
tions at  the  beginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  item: 

"2693.  Prohibition  on  contracts  for  perform- 
ance of  firefighting  and  securi- 
ty-guard functions. ". 

SEC  «•«.  DEFE.WSE  IWESTIGATIYE  SERVICE  IWES- 
TIGATIOSS  of  SPECIAL  ACCESS  PRO- 
GRAM  CO.\TRACrORS. 

(a)  Periodic  Security  Investigations.— 
The  Secretary  of  Defense  shall  direct  the  Di- 
rector of  the  Defense  Investigative  Service  to 
conduct  an  investigation  at  least  every  six 
months  of  each  special  access  program  con- 
tractor in  order  to  verify  control  of  classi- 
fied material  held  by  the  contractor  pertain- 
ing to  the  special  access  program. 

(bl  Report.— The  Secretary  of  Defense 
shall  submit  to  Congress  an  annual  report 
on  the  results  of  investigations  under  sub- 
section (a).  Such  report  shall  be  submitted 
in  an  unclassified  form  and  shall  be  pre- 
pared in  consultation  with  the  Director  of 
the  Defense  Investigative  Service.  Each  such 
report  shall  include— 

(1)  a  certification  of  what  portion  of  spe- 
cial access  program  contractors  have  been 
determined  to  be  handing  special  access  pro- 
gram information  in  accordance  with  estab- 
lished Department  of  Defense  procedures 
and  what  portion  have  been  determined  to 
not  6e  handling  such  information  in  accord- 
ance with  such  procedures; 

(21  with  respect  to  those  special  access  pro- 
gram contractors  which  have  t>een  deter- 
mined to  not  be  handling  such  information 
in  accordance  with  such  procedures— 

(A)  a  certification  of  what  portion  have 
been  corrected  or  are  being  corrected; 


24020 


CONGRESSIONAL  RECORD— HOUSE 


September  18,  1986 


(Bl  a  description  of  the  seriousness  of  the 
failures  to  handle  such  information  in  ac- 
cordance loith  such  procedures:  and 

(C)  a  description  of  what  corrective  action 
has  t>een  taken  and  is  planned  to  be  taken  to 
correct  such  failures. 

fcJ  DEFtNmoN.—For  purposes  of  this  sec- 
tion, the  term  "special  access  program  con- 
tractor" means  a  firm  that  is  a  contractor 
trith  the  Department  of  Defense  under  a  spe- 
cial access  program  established  by  the  Secre- 
tary of  Defense. 

Part  B— Health  Care  Management 

SSC.    Hll.    IMPRnVEMEST    OF   MILITARY    HEALTH- 
CARE DELIVERY  SYSTEM. 

(aJ  In  General.— in  Chapter  55  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  sections: 
"S  I99t.  Contracts  for  medical  carr  for  retirees,  de- 

peadent*,  and  mrcicors:  alternative  delivery  of 

health  care 

"la)  In  General.— The  Secretary  of  De- 
fense, after  consulting  with  the  other  admin- 
istering Secretaries,  may  contract  for  the  de- 
livery of  health  care  to  which  covered  benefi- 
ciaries are  entitled  under  this  chapter.  The 
Secretary  may  enter  into  a  contract  under 
this  section  with  any  of  the  following: 

"in  Health  maintenance  organizations. 

"12)  Preferred  provider  organizations. 

"13)  Individual  providers,  individual  med- 
ical facilities,  or  insurers  or  consortiums  of 
such  providers,  facilities,  or  insurers. 

"lb)  Scope  of  Coverage  Under  Health 
Care  Plans.— A  contract  entered  into  under 
this  section  may  provide  for  the  delivery 
of- 

"II)  selected  health  care  services: 

"12)  total  health  care  services  for  selected 
covered  beneficiaries:  or 

"13)  total  health  care  services  for  all  cov- 
ered beneficiaries  who  reside  in  a  geographi- 
cal area  designated  by  the  Secretary. 

"lO  Charges  for  Health  Care.— The  Sec- 
retary of  Defense  may  prescribe  by  regula- 
tion a  premium,  deductible,  copayment,  or 
other  charge  for  health  care  provided  under 
this  sectiOTL 

"Id)  DEFiNmoN.—In  this  section,  the  term 
'covered   beneficiary'  means   a   beneficiary 
under  this  chapter  other  than  a  beneficiary 
under  section  10741a)  of  this  title. 
"§  1997.  MiUtart  Health  Care  Account 

"la)  ESTABUSHMENT  OF  ACCOUNT.— 

"ID  ESTABUSHMENT.— There  is  hereby  es- 
tablished in  the  Department  of  Defense  an 
account  to  be  known  as  the  'Military  Health 
Care  Account'.  All  sums  appropriated  to 
carry  out  the  functions  of  the  Secretary  of 
Defense  xoith  respect  to  the  Civilian  Health 
and  Medical  Program  of  the  Uniformed 
Services  shall  be  appropriated  to  the  ac- 
count 

"12)    AVAlLABtUTY    OF    AMOVNTS.—AmountS 

appropriated  to  the  account  shall  remain 
available  until  obligated  or  expended  under 
si^>section  Ic)  or  Id). 

"lb)  Allocation  of  Amounts  in  Account 
FOR  Provision  of  Medical  Care  by  Service 
Secretaries.- 

"ID  Requests  for  allocations.— The  Sec- 
retary of  a  military  department  shall,  before 
the  l)eginning  of  a  fiscal  year  quarter,  pro- 
vide to  the  Secretary  of  Defense  a  descrip- 
tion of  the  amounts  necessary  to  pay  for 
charges  for  benefits  under  the  program  for 
covered  t>eneficiaries  under  the  jurisdiction 
of  the  Secretary  for  that  quarter. 

"12)  Allocation  by  secretary  of  de- 
fense.—The  Secretary  of  Defense  shaU,  sub- 
ject to  amounts  provided  in  advance  in  ap- 
propriation acts,  make  available  to  each 
Secretary    of  a    military   department    the 


amount  from  the  account  that  the  Secretary 
of  Defense  determines  is  necessary  to  pay  for 
charges  for  benefits  under  the  program  for 
covered  beneficiaries  under  the  jurisdiction 
of  that  Secretary  for  that  quarter. 

"Ic)  Expenditure  of  Amounts  From  Ac- 
count BY  Service  Secretaries.— The  Secre- 
tary of  a  military  department  shall  provide 
medical  and  dental  care  to  covered  t>enefici- 
aries  for  a  fiscal-year  quarter  from  amounts 
appropriated  to  the  Secretary  and  from 
amounts  from  the  account  made  available 
for  that  quarter  to  the  Secretary  by  the  Sec- 
retary of  Defense. 

"Id)  Obligation  of  Amounts  From  Ac- 
count BY  Secretary  of  Defense.— The  Secre- 
tary of  Defense  may  obligate  or  expend 
funds  from  the  account  for  purposes  of  en- 
tering into  a  contract  under  section  1096  of 
this  title  to  the  extent  amounts  are  available 
in  the  account. 

"le)  Regulations.— The  Secretary  shall 
prescribe  regulations  to  carry  out  this  sec- 
tion. 

"(f)  Definitions.— In  this  section: 

"ID  The  term  'account'  means  the  Military 
Health  Care  Account  established  in  subsec- 
tion la). 

"12)  The  term  Civilian  Health  and  Medi- 
cal Program  of  the  Uniformed  Services' 
means  the  program  authorized  under  sec- 
tions 1079  and  1086  of  this  title  and  in- 
cludes contracts  entered  into  under  section 
1091  or  1096  of  this  title  and  demonstration 
projects  under  section  1092  of  this  title. 

"13)  The  term  'covered  beneficiary'  has  the 
meaning  given  that  term  in  section  1095(d) 
of  this  title. 

"(4)  The  term  program'  means  the  Civil- 
ian Health  and  Medical  Program  of  the  Uni- 
formed Services. 

"S 1098.  Health  care  enrollment  ggstem 

"(a)  Establishment  of  System.— The  Secre- 
tary of  Defense,  after  consultation  with  the 
other  administering  Secretaries,  shall  estab- 
lish a  system  of  health  care  enrollment  for 
covered  beneficiaries  who  reside  in  the 
United  States. 

"(b)  Description  of  System.— Such  system 
shall— 

"ID  allow  covered  beneficiaries  to  elect  a 
health  care  plan  from  eligible  health  care 
plans  designated  by  the  Secretaries:  or 

"(2)  if  necessary  in  order  to  ensure  full  use 
of  facilities  of  the  uniformed  services  in  a 
geographical  area,  assign  covered  benefici- 
aries who  reside  in  such  area  to  a  health 
care  plan. 

"Ic)  Health  Care  Plans  Available  Under 
System.— A  health  care  plan  designated  by 
the  Secretary  of  Defense  shall  provide  all 
health  care  to  which  a  covered  beneficiary  is 
entitled  under  this  chapter.  Such  a  plan  may 
consist  of  any  of  the  following: 

"ID  Use  of  facilities  of  the  uniformed  serv- 
ices. 

"12)  The  Civilian  Health  and  Medical  Pro- 
gram of  the  Uniformed  Services. 

"(3)  Any  other  health  care  plan  contracted 
for  by  the  Secretary  of  Defense. 

"Id)  Issuance  of  Regulations.— T?ie  Secre- 
tary of  Defense,  after  consultation  with  the 
other  administering  Secretaries,  shall  pre- 
scribe regulations  to  carry  out  this  section. 

"le)  DEFiNrrioNS.—In  this  section: 

"ID  The  term  'Civilian  Health  and  Medi- 
cal Program  of  the  Uniformed  Services'  has 
the  meaning  given  that  term  in  section 
1097lf)l2)ofthistiUe. 

"12)  The  term  'covered  beneficiary' has  the 
meaning  given  that  term  in  section  1096ld) 
of  thU  title. 


"S 1099.  Diagnosis-related  groups 

"la)  Establishment  of  DRGs.—The  Secre- 
tary of  Defense,  after  consultation  with  the 
other  administering  Secretaries,  shall  estab- 
lish by  regulation  the  use  of  diagnosis-relat- 
ed groups  as  the  primary  criteria  for  alloca- 
tion of  resources  to  facilities  of  the  uni- 
formed services. 

"lb)  Content  of  REGULATioNS.—Such  regu- 
lations shall  establish  a  system  of  diagnosis- 
related  groups  similar  to  that  established 
under  section  1886(d)(4)  of  the  Social  Secu- 
rity Act  (42  U.S.C.  139Sww(d)(4)).  Such  regu- 
lations shall  include  the  following: 

"(D  A  classification  of  inpatient  treat- 
ments by  diagnosis-related  groups  and  a 
similar  classification  of  outpatient  treat- 
ment 

"12)  A  methodology  for  classifying  specific 
treatments  within  such  groups. 

"13)  An  appropriate  weighting  factor  for 
each  such  diagnosis-related  group  which  re- 
flects the  relative  resources  used  by  a  facility 
of  a  uniformed  service  with  respect  to  treat- 
ments classified  within  that  group  com- 
pared to  treatments  classified  within  other 
groups. ". 

12)  Clerical  Amendment.— The  table  of  sec- 
tions at  the  beginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  items: 

"1096.  Contracts  for  medical  care  for  retir- 
ees, dependents,  and  survivors: 
alternative  delivery  of  health 
care. 

"1097.  Military  Health  Care  Account 

"1098.  Health  care  enrollment  system. 

"1099.  Diagnosis- related  groups.", 
(b)  Reports  to  Congress.— 

(1)  Health  care  enrollment  system.— Not 
later  than  March  1,  1987.  the  Secretary  of 
Defense  shall  submit  to  Congress  a  report  de- 
tailing— 

(A)  the  establishment  and  initial  imple- 
mentation of  a  system  of  health  care  enroll- 
ment under  section  1098(a)  of  title  10, 
United  States  Code  (as  added  by  subsection 
(a));  and 

(B)  the  plan  of  the  Secretary  for  complet- 
ing the  implementation  of  such  system. 

(2)  Diagnosis-related  groups.— The  Secre- 
tary shall  submit  to  Congress— 

(A)  not  later  than  May  1.  1987,  a  report  on 
plans  of  the  Secretary  for  establishing  diag- 
nosis-related groups  for  inpatient  services 
under  section  1099(a)  of  title  10,  United 
States  Code  (as  added  by  subsection  la)); 
and 

IB)  not  later  than  May  1,  1988,  a  report  on 
plans  of  the  Secretary  for  establishing  diag- 
nosis-related groups  for  outpatient  services 
under  such  section.. 

Ic)  Effective  Dates.— The  Secretary  of  De- 
fense shall  prescribe  regiUations— 

ID  as  required  by  section  1097le)  of  title 
10,  United  States  Code  las  added  by  subsec- 
tion la)),  to  take  effect  after  September  30, 
1986; 

12)  as  required  by  section  1098ld)  of  such 
title  las  added  by  subsection  la)),  to  gradu- 
ally implement  the  system  of  health  care  en- 
rollment for  covered  beneficiaries  during  the 
period  t>eginning  on  Octotter  1,  1987,  and 
ending  on  September  30,  1990;  and 

13)  as  required  by  section  1099(a)  of  such 
title  las  added  by  subsection  la)),  to  take 
effect— 

(A)  in  the  case  of  inpatient  treatments, 
after  Septemt>er  30,  1987;  and 

IB)  in  the  case  of  outpatient  treatments, 
after  September  30,  1988. 
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SBC.  812.  MEDICAL  INFORMATION  SYSTSMS  ACQVISI- 
TION. 

la)  Selection  of  Medical  Information 
System.— 

11)  In  general.— After  carrying  out  the 
testing  required  by  subsection  lb)  and  the 
demonstration  project  described  in  subsec- 
tion Ic),  the  Secretary  of  Defense  shall  desig- 
nate for  use  in  all  military  medical  treat- 
ment facilities  the  medical  information 
system  tested  that  is  the  most  advantageous 
to  the  Government  based  on  the  recommen- 
dations of  the  Secretary  required  by  subsec- 
tion le). 

12)  Restriction.— The  Secretary  may  not 
obligate  or  expend  funds  appropriated  or 
otherwise  made  available  to  the  Department 
of  Defense  to— 

I  A)  deploy  a  medical  information  system 
in  military  medical  treatment  facilities 
before  the  Secretary  submits  the  report  re- 
quired by  subsection  le):  or 

IB)  conduct  an  extended  benchmark  test  of 
the  system  knoum  as  the  Composite  Health- 
care System. 

13)  Waiting  period.— The  Secretary  may 
not  designate  a  medical  information  system 
under  paragraph  ID  until  the  end  of  the  30- 
day  period  beginning  on  the  date  on  which 
the  Comptroller  General  submits  the  report 
required  by  subsection  lf)l2)IB). 

lb)  Operational  Testing  of  Medical  In- 
formation Systems.— 

11)  In  general.— The  Secretary  shall  carry 
out  operational  tests  on  medical  informa- 
tion systems  for  purposes  of  selecting  the 
medical  information  system  for  use  in  mili- 
tary medical  treatment  facilities  that  is  the 
most  advantageous  to  the  Government 
based  on  the  recommendations  of  the  Secre- 
tary required  by  subsection  le). 

12)  Requirements  for  test.— I  A)  The  tests 
required  by  paragraph  11)  shall  6e  carried 
out  over  a  one-year  period  at  six  test  sites 
designated  by  the  Secretary. 

IB)  Each  test  site  designated  by  the  Secre- 
tary shall  include  not  less  than  one  medium- 
to-large  military  medical  treatment  facility 
and  not  less  than  one  small  military  medi- 
cal treatment  facility. 

IC)  Each  branch  of  the  services  shall  be 
represented  at  not  less  than  one  of  the  test 
sites  designated  by  the  Secretary. 

ID)  The  Secretary  shall  designate  vendors 
to  participate  in  the  tests  required  by  para- 
graph 11),  including— 

li)  not  less  than  three  vendors  for  the 
system  known  as  the  Composite  Health-Care 
System;  and 

Hi)  not  less  than  orie  vendor  who  uses  and 
adapts  the  existing  Veterans'  Administra- 
tion software  with  respect  to  the  hospital 
management  computer  system  of  the  Veter- 
ans' Administration  known  as  the  Veterans' 
Administration's  decentralized  hospital 
computer  program. 

IE)  Each  vendor  that  participates  in  such 
tests  shall— 

li)  demonstrate  the  functions  included  in 
phases  I,  II,  and  IID  of  Solicitation  No. 
DAHC26-8S-R-0009  Irelating  to  acquisition 
of  the  Composite  Health-Care  System);  and 

Hi)  calcidate  an  incremental  price  and  de- 
livery schedule,  at  the  appropriate  level,  for 
each  of  the  functions  offered  in  phases  I,  II, 
IID,  and  III  of  such  solicitation. 

13)  Special  interest  user  groups.— The 
Secretary  shall  establish  a  special  interest 
user  group  at  each  test  site  designated  under 
paragraph  I2)IA)  to  facilitate  the  implemen- 
tation and  development  of  the  medical  in- 
formation system  at  each  such  site.  Each 
such  group  shall  include— 


lA)  representatives  from  the  program 
office  of  the  Tri-Service  Medical  Informa- 
tion Systems  of  the  Department  of  Defense; 

IB)  representatives  from  the  military  med- 
ical treatment  facilities  at  the  site;  and 

IC)  representatives  of  the  vendor. 

Ic)  Veterans'  Administration  Decentral- 
ized Hospital  Computer  Program.— 

11)  In  aENERAL.—The  Secretary  shall  con- 
tinue to  carry  out  the  demonstration  project 
required  by  section  1203  of  the  Department 
of  Defense  Authorisation  Act,  1986  IPublic 
Law  99-145;  99  Stat  718),  with  respect  to  the 
hospital-manageTnent  computer  system  of 
the  Veterans'  Administration  knoum  as  the 
Veterans '  Administration  Decentralized 
Hospital  Computer  Program. 

12)  Extension  of  demonstration 
project.— The  Secretary  shall  extend  the  du- 
ration of  the  demonstration  project  de- 
scribed in  paragraph  11)  so  that  such  project 
shall  be  completed  on  the  same  date  as  the 
tests  required  by  subsection  lb). 

13)  Use  of  all  components  of  dhcp.— Sec- 
tion 1203  of  the  Department  of  Defense  Au- 
thorization Act,  1986,  is  amended  in  sul)sec- 
tion  Ic)— 

lA)  by  strHcing  out  "available";  and 

IB)  by  inserting  "that  are  available  at 
least  six  months  before  the  date  on  which 
the  demonstration  project  is  expected  to  be 
completed"  after  "software)". 

Id)  Evaluations.— 

ID  Military  evaluation  teams.— The  Secre- 
tary shall  establish  teams  of  military  medi- 
cal personnel  assigned  to  military  medical 
facilities  to  assist  in  evaluating  each  medi- 
cal information  system  being  tested.  Each 
such  team  shall  travel  to  each  test  site  in- 
cluded in  the  operational  tests  under  subsec- 
tion lb)  or  the  demonstration  project  de- 
scribed in  sutisection  Ic)  in  order  to  compare 
all  the  medical  information  systems  being 
tested. 

12)  Independent  evaluation.— TTie  Secre- 
tary shall  enter  into  a  contract  with  an  in- 
dependent technical  firm  to  conduct  an 
evaluation  of  the  demonstration  project  For 
purposes  of  this  paragraph,  an  independent 
technical  firm  is  a  technical  firm  that  is  not 
tn»oi»ed  in  any  aspect  of  the  operational 
tests  under  subsection  lb)  or  the  demonstra- 
tion project  described  in  sultsection  Ic). 

13)  Content  of  evaluations.— An  evalua- 
tion under  this  paragraph  shall  include— 

lA)  an  assessment  of  the  benefits  linclud- 
ing  quality  and  timeliness  of  care)  and  cost- 
effectiveness  of  the  use  of  each  of  the  medi- 
cal information  systems  tested  under  subsec- 
tion lb)  or  under  the  demonstration  project 
descrU>ed  in  subsection  Ic)  and  the  technical 
factors  of  each  of  such  systems; 

IB)  an  assessment  of  the  impact  of  initia- 
tives of  the  Department  of  Defense  (includ- 
ing proposed  reform,  initiative  of  the  De- 
partment of  Defense  with  respect  to  the  Ci- 
vilian Health  and  Medical  Program  of  the 
Uniformed  Services  Icommonly  known  as 
"Project  Imprint")  on  the  functioning  and 
required  u>orkload  of  each  medical  informa- 
tion system  tested;  and 

IC)  the  formulation  of  a  life  cycle  manage- 
ment plan  for  automation  of  military  medi- 
cal facilities. 

le)  Report.— The  Secretary  shall  sutrmit  to 
Congress  a  report  describing  the  testing  car- 
ried out  under  subsection  lb)  and  the  dem- 
onstration project  referred  to  in  subsection 
Ic).  The  report  shall  include— 

11)  specific  findings  and  recommendations 
by  the  Secretary  with  respect  to— 

lA)  the  l>enefits  lincluding  quality  and 
timeliness  of  care)  and  cost-effectiveness  of 
the  use  of  each  of  the  medical  information 


systems  tested  under  subsection  lb)  or  under 
the  demonstration  project  descrU>ed  in  sub- 
section Ic)  and  the  technical  factors  of  each 
of  such  systems;  and 

(B)  the  benefits  to  be  achieved  by  each 
function  referred  to  in  sut)section  lb)(2)(E); 

(2)  a  plan  for  implementing  the  systems 
recommended  try  the  Secretary  under  para- 
graph (1); 

13)  findings  and  recommendatioju  unth 
respect  to  the  impact  of  the  initiatives  de- 
scribed in  subsection  ld)l3)IB);  and 

14)  a  complete  life  cycle  management  plan 
for  automation  of  military  medical  facili- 
ties. 

If)  Evaluations  and  Reports  by  Comptrol- 
ler General.— 

11)  Selection  of  vendors.— IA)  The  Comp- 
troller General  shall  evaluate  the  selection 
of  vendors  by  the  Secretary  for  the  testing  of 
the  Composite  Health-Care  System. 

IB)  The  Comptroller  General  shall  submit 
to  Congress  a  report  on  such  evaluation 
before  the  end  of  the  4S-day  period  begin- 
ning on  the  date  that  the  Secretary  com- 
pletes the  selection  of  vendors  for  such  test- 
ing. 

12)  Evaluation  by  Comptroller  Gener- 
al.—IA)  The  Comptroller  General  shall 
evaluate  the  conduct  of  the  evaluations  re- 
quired try  subsection  Id)  and  the  report  of 
the  Secretary  required  try  subsection  le). 

IB)  The  Comptroller  General  shall  submit 
to  Congress  a  report  on  such  evaluation 
before  the  end  of  the  4S-day  period  begin- 
ning on  the  date  that  the  Secretary  submits 
such  report  to  Congress. 
Ig)  DEnNiTioNS.—In  this  section- 
ID  The  term  "medical  information 
system"  means  a  computer-based  informa- 
tion system  that— 

IA)  receives  data  normally  recorded  con- 
cerning patients; 

IB)  creates  and  maintains  from  such  data 
a  computerized  medical  record  for  each  pa- 
tient; and 

(C)  provides  access  to  data  for  patient 
care,  hospital  administration  research,  and 
medical  care  resource  planning. 

(2)  The  term  "medium-to-large  military 
medical  treatment  facility"  means  a  mili- 
tary hospital  with  ISO  or  more  t>eds. 

13)  The  term  "military  medical  treatment 
facility"  means  a  hospital,  medical  center, 
or  clinic  under  the  jurisdiction  of  the  Secre- 
tary of  a  military  department  or  the  Secre- 
tary of  Defense. 

14)  The  term  "Secretary"  means  the  Secre- 
tary of  Defense. 

15)  The  term  "small  military  medical 
treatment  facility"  means  a  military  hospi- 
tal unth  fewer  than  SO  t>eds  or  a  free-stand- 
ing amtiulatory  clinic 

SEC.  SIX  CHAMPVS  CATCHMENT  areas. 

(a)  Reimbursement  for  Inpatient  Services 
WrmiN  Catchment  AREA.— Section  1079la)l7) 
of  title  10,  UniUd  States  Code,  is  amended 
by  striking  out  "pays  for  at  least  7S  percent 
of  the  services"  and  inserting  in  lieu  thereof 
"provides  primary  coverage  for  the  serv- 
ices". 

lb)  Effective  Date.— The  amendment 
made  by  paragraph  ID  shall  take  effect  on 
October  1,  1986. 

SEC.  SH.  VSE  OF  PVBUC  HEALTH  SERVICE  HOSPI- 
TALS   AS    FACILITIES    OF    THE    VNI- 
FORMED  SERVICES. 
Subsection  le)  of  section  12S2  of  the  De- 
partment of  Defense  Authorization  Act  1984 
142  U.S.C.  248dle)),  is  amended  in  the  first 
sentence    by    striking    out    "Decemt>er    31, 
1987"  and  inserting  in  lieu  thereof  "Decem- 
ber 31,  1988". 
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sue     HIS.    LIM/TATIOS     0\    HIPI.KMKSTATIOS    OF 
HEALTH  (AKK  HKfOHM  IMTIA  TIVE. 

(a)  Limitation.— 

<V  In  general.— The  Secretary  of  Defense 
may  riot  obligate  or  expend  funds  appropri- 
ated or  otherwise  made  available  to  the  De- 
partment of  Defense  for  purposes  of  imple- 
menting the  health  care  reform  initiative  of 
the  Department  of  Defense  commonly 
known  as  Project  Imprint  until— 

(A)  the  Secretary  completes  the  study  re- 
quired by  subsection  ibxi)  and  submits  the 
report  required  by  subsection  (b)i2);  and 

(B)  a  period  of  30  days  of  continuous  ses- 
sion of  Congress  elapses  after  the  Secretary 
submits  such  report. 

(2)  Computation  of  time  period.— For  pur- 
poses of  this  paragraph,  the  continuity  of  a 
session  of  Congress  is  broken  only  by  an  ad- 
journment of  the  Congress  sine  die.  and  the 
days  on  which  either  House  is  not  in  session 
because  of  an  adjournment  of  more  than 
three  days  to  a  day  certain  are  excluded  in 
the  computation  of  such  30-day  period. 

lb)  Study  of  Health  Care  Alternatives.- 

(1)  In  GENERAL.-The  Secretary  shall  con- 
duct a  study  of— 

<A)  methods  to  guarantee  the  maintenance 
of  competition  among  providers  of  health 
care  to  persons  under  the  jurisdiction  of  the 
Secretary: 

<B)  the  merits  of  the  use  of  a  voucher 
system  or  a  fee  schedule  for  provision  of 
health  care  to  such  persons:  and 

(CI  methods  to  guarantee  that  coinmunity 
hospitals  are  given  equal  consideration  with 
other  health  care  providers  for  provision  of 
health  care  services  under  contracts  with  the 
Department  of  Defense. 

(2)  Report.  — The  Secretary  shall  submit  to 
Congress  a  report  discussing  the  matters 
evaluated  in  the  study  required  by  para- 
graph HI  before  the  end  of  the  60-day  period 
be0nning  on  the  date  of  the  enactment  of 
this  Act 

SEC.  sit.  ELICIHlUn  OF  PHILASTHRdPU  l\STITl- 
Tlins  TO  RECEIVE  REIMHCRSEMEST 
CSDER  CHAMPiS. 

la)  In  General.— 

Ill  Active-duty  dependents.— Section  1079 
of  title  10.  United  States  Code,  is  amended 
by  adding  at  the  end  the  following  new  sub- 
section: 

"III  Notwithstanding  subsection  iji.  a  hos- 
pital that  is  operated  primarily  for  philan- 
thropic purposes  may  not  be  denied  pay- 
ment for  a  charge  for  services  for  which  a 
claim  is  submitted  under  a  plan  contracted 
for  under  subsection  la)  solely  on  the  basis 
that  such  hospital  does  not  impose  a  legal 
obligation  on  patients  to  pay  for  such  serv- 
ices. ". 

12)  Certain  members,  former  members,  and 
THEIR  DEPENDENTS.— Section  1086  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  subsection: 

"Ih)  Notwithstanding  subsection  id)  or 
any  other  provision  of  this  chapter,  a  hospi- 
tal that  is  operated  primarily  for  philan- 
thropic purposes  may  not  be  denied  pay- 
ment for  a  charge  for  services  for  which  a 
claim  is  submitted  under  a  plan  contracted 
for  under  subsection  la)  solely  on  the  basis 
that  such  hospital  does  not  impose  a  legal 
obligation  on  patients  to  pay  for  such  serv- 
ices. ". 

lb)  Effective  Date.— Section  1079111  of 
title  10,  United  States  Code  las  added  by 
subsection  lallD),  and  section  1086  of  such 
title  las  added  by  subsection  Ia)i2))  shall 
apply  with  respect  to  medical  care  received 
after  the  date  of  the  enactment  of  this  Act 


Part  C— Commission  on  Merchant  Marine 
AND  Defense 

SEC  S2I.  STATIS  OF  MEMBERS  OF  COMMISSIO\  0\ 
MERCHAST  MARI\E  AMI  UEFESSE:  EX- 
TESSIOS  OF  REPORT  DEADLISES  AM) 
A  VA II.  A  ttlUT)  OF  A  /'PROPRIA  TIO\S. 

la  I  Status  of  Commission  Members.— Sub- 
section Id)  of  section  1536  of  the  Department 
of  Defense  Authorization  Act.  1985  iPublic 
Law  98-525:  98  Stat.  26331.  is  amended— 

111  by  inserting  "ill"  after  "Idl":  and 

121  by  adding  at  the  end  the  following  new 
paragraph: 

'■12)  A  member  of  the  Commission  appoint- 
ed under  subsection  IcllDiC)  Iwho  is  not 
otherwise  employed  by  the  Federal  Govern- 
ment) shall  not  be  considered  to  be  a  Federal 
employee,  except  for  the  purposes  of— 

■■lAl  chapter  81  of  title  5.  United  States 
Code,  relating  to  compensation  for  work-re- 
lated injuries:  and 

-IBI  chapter  171  of  title  28,  United  States 
Code,  relating  to  tort  claims.". 

lb)  Extensions.— Such  section  is  further 
amended  as  follows: 

111  The  last  sentence  of  subsection  lb)  and 
the  first  sentence  of  subsection  ig)  are  each 
amended  by  striking  out  "the  date  of  the  en- 
actment of  the  law  first  providing  funds  for 
the  Commission"  and  inserting  in  lieu 
thereof  "the  date  on  which  sufficient  mem- 
bers of  the  Commission  to  constitute  a 
quorum  have  been  appointed". 

12)  The  second  sentence  of  subsection  ig)  is 
amended  by  striking  out  "of  enactment" 
each  place  it  appears. 

131  The  last  sentence  of  subsection  HI  is 
amended  by  striking  out  "September  30. 
1988"  and  inserting  in  lieu  thereof  "36 
months  after  the  date  on  which  sufficient 
members  of  the  Commission  to  constitute  a 
quorum  have  been  appointed". 

ic)  Deadline  for  Appointments.— The 
President  shall  make  appointments  as  re- 
quired by  subsection  icllV'C)  of  such  sec- 
tion before  the  end  of  the  30-day  period  be- 
ginning on  the  date  of  the  enactment  of  this 
Act. 

TITLE  I.X—PHOl  I  REMEST POLICY  REFORM 

SEC.  aOO.  SHORT  TITLE. 

This  title  may  be  cited  as  the   "Defense 
Procurement  Improvement  Act  of  1986". 
Part  A— Management  of  the  Acquisition 
Process 

SEC  mi.  Ill  ties  of  IM'ER  SECRETtRi  OF  LIE- 
FESSE  FOR  ACUllSITIO.\. 

la)  Duties  of  Position.— 
Ill  In  GENERAL-Section  134a  of  title  10. 
United  States  Code,  is  amended  to  read  as 
follows: 

"S  134a.  I'ndrr  Secretary  of  Defenne  for  Acquisi- 
tion: appointment;  powers  and  duties;  precedence 
"lal  There  is  an  Under  Secretary  of  De- 
fense for  Acquisition,  appointed  from  civil- 
ian life  by  the  President,  by  and  with  the 
advice  and  consent  of  the  Senate.  The  Under 
Secretary  shall  be  appointed  from  among 
persons  who  have  an  extensive  management 
background  in  the  private  sector. 

"Ibl  Subject   to   the  authority,   direction, 
and  control  of  the  Secretary  of  Defense,  the 
Under  Secretary  of  Defense  for  Acquisition— 
"ID    is    responsible    for    setting    overall 
policy  for,   and  supervises,   all  acquisition 
activities  of  the  Department  of  Defense:  and 
"12)  shall  perform  such  duties  and  exercise 
such  powers  as  the  Secretary  of  Defense  may 
prescribe. 
"Ic)  The  Undersecretary— 
"ID  is  the  senior  procurement  executive 
for  the  Department  of  Defense  for  the  pur- 
poses of  section  1613)  of  the  Office  of  Federal 
Procurement  Policy  Act  141  U.S.C.  41413)): 


"121  is  the  Defense  Acquisition  Executive 
for  purposes  of  regulations  and  procedures 
of  the  Department  providing  for  a  Defense 
Acquisition  Executive:  and 

"13)  to  the  extent  directed  by  the  Secretary, 
supervises  all  other  officers  in  the  Office  of 
the  Secretary  of  Defense  who  have  acquisi- 
tion responsibilities. 

"Id)  Supervision  of  the  audit  and  over- 
sight functions  performed  by  the  Defense 
Contract  Audit  Agency  on  the  date  of  the  en- 
actment of  this  section  shall  be  carried  out 
in  the  same  manner  as  in  effect  on  such 
date. 

"lel  The  Secretary  of  Defense  shall  pre- 
scribe the  precedence  of  the  Under  Secretary 
in  the  Department  of  Defense.  ". 

12)  Clerical  amendment.— The  item  relat- 
ing to  such  section  in  the  table  of  sections  at 
the  beginning  of  chapter  4  of  such  title  is 
amended  to  read  as  follows: 
"134a.  Under  Secretary  of  Defense  for  Acqui- 
sition: appointment:  powers 
and  duties:  precedence. ". 

lb)  Independence  of  Director  of  Oper- 
ational Test  and  Evaluation.— Section 
136aid)  of  title  10.  United  States  Code  Irelat- 
ing  to  the  Director  of  Operational  Test  and 
Evaluation),  is  amended  by  inserting  "per- 
sonally" after  "Secretary  of  Defense"  in  the 
first  sentence. 

Ic)  Armed  Forces  Policy  Council.— Sec- 
tion 1711a)  of  such  title  Irelating  to  the 
Armed  Forces  Policy  Councill  is  amended— 

11)  by  redesignating  paragraphs  13) 
through  111)  as  paragraphs  141  through  112), 
respectively: 

12)  by  inserting  after  paragraph  12)  the  fol- 
lowing new  paragraph  13): 

"13)  the  Under  Secretary  of  Defense  for  Ac- 
quisition:": and 

13)  by  striking  out  "Under  Secretaries  of 
Defense"  in  paragraph  171  las  so  redesignat- 
ed) and  inserting  in  lieu  thereof  "Under  Sec- 
retary of  Defense  for  Policy  and  the  Director 
of  Defense  Research  and  Engineering". 

Id)  Prevention  of  Duplication  of  Certain 
Contract  Audit  and  Oversight  Activities.— 
ID  Chapter  131  of  title  10,  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  section: 

"a 2214.  .Audit  and  oversight  of  contractor  activi- 
ties: coordination  and  prevention  of  duplicative 
policies 

"la)  Coordination.— The  Secretary  of  De- 
fense shall  prescribe  procedures  to  ensure 
that  Department  of  Defense  policies  for  the 
audit  and  oversight  of  contractor  activities 
are  coordinated  and  carried  out  in  a 
manner  to  prevent  duplication  of  audit  and 
oversight  activities  by  different  elements  of 
the  Department. 

"Ibl  Consultation.— In  carrying  out  this 
section,  the  Secretary  shall  consult  with  the 
Under  Secretary  of  Defense  for  Acquisition 
and  the  Inspector  General  of  the  Depart- 
ment of  Defense. ". 

12)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 
"2214.  Audit  and  oversight  of  contractor  ac- 
tivities: coordination  and  pre- 
vention   of   duplicative    poli- 
cies. ". 

SEC  902.  STREAMLIMSC,  PROdRAM  MASAGEMEST. 

la)  In  General.— 

11)  Program  to  streamline  management.— 
The  Secretary  of  Defense  shall  conduct, 
through  the  Secretaries  of  the  military  de- 
partments, a  program  with  respect  to  in- 
creasing the  efficiency  of  the  management 
structure  of  major  defense  acquisition  pro- 
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grams  by  reducing  the  number  of  officials 
through  whom  a  program  manager  reports 
to  the  senior  procurement  executive  of  the 
military  department  concerned. 

(2)  Designation  of  participating  pro- 
grams.—The  Secretary  shall  require  that  the 
Secretary  of  each  military  department  desig- 
nate at  least  two  major  defense  acquisition 
programs  of  that  department,  and  as  many 
as  practicable,  to  participate  in  the  program 
described  in  paragraph  <1). 

(3)  Eligibility.— A  program  may  be  desig- 
nated under  paragraph  (2 J  only  if  the  pro- 
gram has  not  proceeded  into  full-scale  engi- 
neering development  as  of  September  30, 
1986. 

(b)  Guidelines.— The  Secretary  of  Defense 
shall  issue  guidelines  governing  the  manage- 
ment of  the  major  defense  acquisition  pro- 
grams designated  by  the  Secretaries  of  the 
military  departments  under  subsection 
(a)(2).  Such  guidelines  shall  include  the  fol- 
lowing requirements: 

11)  Program  executive  officer.— The  Sec- 
retary concerned  shall  designate  a  program 
executive  officer  for  each  program. 

(2)  Supervision  of  program  manager.— The 
program  manager  for  each  program  shall 
report  directly,  without  intervening  review 
or  approval,  to  the  program  executive  officer 
for  that  program.  The  program  manager 
shall  consider  recommendations  received 
from  the  competition  advocate  for  the  de- 
partment with  respect  to  decisions  concern- 
ing that  program. 

(3)  Supervision  of  program  executive  of- 
ficer.—TTie  program  executive  officer  for  a 
program  shall  report  directly,  without  inter- 
vening review  or  approval,  to  the  senior  pro- 
curement executive  of  the  military  depart- 
ment concerned  designated  pursuant  to  sec- 
tion 16(3)  of  the  Office  of  Federal  Procure- 
ment Policy  Act  (41  U.S.C.  41413)). 

(c)  Definition.— In  this  section,  the  term 
"major  defense  acquisition  program"  has 
the  meaning  given  that  term  in  section 
139a(a)(l)  of  title  10,  United  States  Code. 

SEC.  903.  MILESTOSK  MTHOKIZ.i  TIOS  A.W  BASEU.S- 
/.V6. 

(a)  Program  Stability.— 

(1)  Chapter  4  of  title  10.    United  States 
Code,  is  amended  by  inserting  after  section 
139c  the  following  new  section: 
"S  I39d.   Major  defenne  acquisition  programs:  en- 
hanced program  stability 

"(a)(1)  The  Secretary  of  Defense  shall  in- 
clude in  a  request  to  Congress  for  funding 
for  a  major  defense  acquisition  program, 
before  full-scale  engineering  development 
and  before  full-rate  production,  the  follow- 
ing: 

"(A)  In  the  case  of  the  full-scale  engineer- 
ing development  stage— 

"(i)  a  baseline  description  of  the  total  pro- 
gram; and 

"(ii)  the  total  program  cost  (including  the 
cost  of  all  elements  included  in  the  baseline 
description),  which  may  not  exceed  the 
amount  of  the  independent  estimate  for  that 
program  submitted  to  the  Secretary  under 
section  139c  of  this  title. 

"(B)  In  the  case  of  the  production  stage,  a 
revision  of  the  most  recent  baseline  descrip- 


"(D)  testing; 

"IE)  initial  training;  and 

"(F)  initial  provisioning. 

"(b)  The  Secretary  of  Defense  shall  desig- 
nate for  each  fiscal  year  not  more  than  three 
major  defense  acquisition  programs  in  each 
military  department  to  be  considered  for 
multiyear  authorization  under  subsection 
(c).  A  program  may  not  be  designated  under 
this  subsection  if— 

"(1)  the  program  is  being  submitted  for 
approval  by  Congress  to  proceed  into  the 
full-rate  production  stage:  and 

"(2)  initial  operational  test  and  evalua- 
tion of  the  program  has  not  been  completed. 

"(c)(1)  If  a  program  designated  by  the  Sec- 
retary  of  Defense  under  subsection  (b)  is  ap- 
proved by  Congress  to  proceed  into  the  full- 
scale  engineering  development  stage,  or  into 
the  full-rate  production  stage.  Congress  shall 
authorize  funds  for  that  stage  in  a  single 
amount  sufficient  to  carry  out  that  stage, 
but  not  for  a  period  in  excess  of  five  years. 

"(2)  The  Secretary  concerned  may  not 
begin  full-scale  engineering  development,  or 
full-rate  production,  for  such  a  program 
until  Congress  authorizes  funds  for  that 
stage  in  an  amount  sufficient  to  carry  out 
that  stage. 

"(d)(1)  If  in  carrying  out  a  full-scale  engi- 
neering development  or  full- rate  production 
for  which  Congress  has  authorized  funds, 
the  Secretary  concerned  determines  that 
there  is  a  significant  adverse  program  devi- 
ation— 

"(A)  the  Secretary  concerned  shall  notify 
Congress  in  writing  of  that  determination 
and  of  the  significant  adverse  program  dein- 
ation  before  the  end  of  the  10-day  period  be- 
ginning on  the  date  that  the  determination 
is  made:  and 

"(B)  except  as  provided  in  paragraph  (2), 
funds  appropriated  for  that  program  may 
not  be  obligated  on  or  after  the  date  of  that 
determination. 

"(2)  The  prohibition  in  paragraph  (IXB) 
on  the  obligation  of  funds  for  a  major  de- 
fense acquisition  program  shall  cease  to 
apply  at  the  end  of  the  45-day  period  begin- 
ning on  the  date  on  which  the  Secretary  con- 
cerned submits  the  report  required  under 
paragraph  <1)(A),  except  that  the  Secretary 
may  not  obligate  funds  appropriated  for  the 
fiscal  year  following  the  fiscal  year  in  which 
the  deviation  occurred  unless  such  funds  are 
authorized  by  law. 

"(3)  In  this  subsection,  the  term  'signifi- 
cant adverse  program  deviation',  with  re- 
spect to  a  program,  means— 

"(A)  an  adverse  change  in  the  capability 
of  the  system  being  acquired  under  the  pro- 
gram that  results  in  a  capability  for  the 
system  that  does  not  meet  the  thresholds 
specified  in  the  current  baseline  description 
for  the  program: 

"(B)  an  increase  in  the  current  total  pro- 
gram cost,  in  constant  year  dollars,  above 
the  total  program  cost  CLSsociated  with  that 
baseline  description;  or 

"(C)  a  delay  in  program  schedule  beyond 
the  threshold  specified  in  the  current  base- 
line description. 


of  Representatives  of  a  change  under  para- 
graph (1)  not  later  than  10  days  after  the 
date  on  which  the  change  is  made. 

"(3)  Except  for  a  change  required  by  man- 
datory safety  concerns,  authority  under 
paragraph  (1)  may  only  be  delegated— 

"(A)  in  the  case  of  the  Secretary  of  De- 
fense, to  the  Deputy  Secretary  of  Defense  or 
to  the  Under  Secretary  of  Defense  for  Acqui- 
sition; and 

"(B)  in  the  case  of  a  Secretary  of  a  mili- 
tary department,  to  the  Under  Secretary  (or 
to  any  other  official  designated  by  the  Secre- 
tary concerned  as  the  Service  Acquisition 
Executive  of  that  military  department). 

"(f)  The  Secretary  is  not  required  to  report 
under  section  139a  of  this  title  on  any  pro- 
gram  that   is  designated   under  subsection  ' 
(b). 

"(g)  In  this  section,  the  term  'major  de- 
fense acquisition  program'  has  the  meaning 
given  that  term  in  section  139a(a)(l)  of  this 
title.". 

(2)  The  table  of  sections  at  the  beginning 
of  such   chapter  is   amended   by   inserting 
after  the  item  relating  to  section  139c  the  ■ 
following  new  item: 

"139d.  Major  defense  acquisition  programs: 
enhanced  cost  control. ". 

lb)  Effective  Date.— The  Secretary  of  De- 
fense shall  make  the  designations  required 
by  subsection  (b)  of  section  139d  of  title  10, 
United  States  Code,  as  added  by  subsection 
la),  as  part  of  the  budget  submission  of  the 
Department  of  Defense  for  fiscal  year  1988. 

SEC.    904.    CDUPAKABLE   BCDCETISU   FOR   SIMILAR 
SYSTEMS 

(a)  Matters  To  Be  Included  in  Annual  De- 
fense BvDGETS.—ln  preparing  the  defense 
budget  for  any  fiscal  year,  the  Secretary  of 
Defense  shall— 

ID  specifically  identify  each  common  pro- 
curement weapon  system  included  in  the 
budget; 

12)  take  all  feasible  steps  to  minimize  vari- 
ations in  procurement  unit  costs  for  any 
such  system  as  shown  in  the  budget  requests 
of  the  different  armed  forces  requesting  pro- 
curement funds  for  the  system;  and 

13)  identify  and  justify  in  the  budget  all 
such  variations  in  procurement  unit  costs 
for  common  procurement  weapon  systems. 

(b)  Assistant  Secretary  (Comptroller).— 
The  Secretary  of  Defense  shall  carry  out  this 
section  through  the  Assistant  Secretary  of 
Defense  (Comptroller). 

(c)  Definitions.— In  this  section.' 

(1)  Defe,\se  budget.— The  term  "defense 
budget"  means  the  budget  of  the  Department 
of  Defense  included  in  the  President's  budget 
submitted  to  Congress  under  section  1105  of 
title  31.  United  States  Code,  for  a  fiscal  year. 

(2)  Common  procurement  weapon 
system.— The  term  ""common  procurement 
weapon  system"  means  a  weapon  system  for 
which  two  or  more  of  the  Army.  Navy.  Air 
Force,  and  Marine  Corps  request  procure- 
ment funds  in  a  defense  budget 

SEC   90S.    PREEERESCE  FOR   \O.SDE\ELOPME\TAL 
PRODCCTS. 

(a)  In  General.— 

(1)  Establishment  of  preference.— Chap- 


revision  uj  uik  muc.  .......  ^^......  ^.»w  .^  "'eXD  After  Congress  authorizes  funds  for     ^^^  ^^^  ^^  ^j^^^  jg    u^ued  States  Code,   is 

tion  and  of  the  most  recent  total  program    full-scale  engineering  development,   or  for    amended  by  adding  at  the  end  the  following 


cost. 

"(2)  The  Secretary  shall  include  in  the 
baseline  description  of  a  program  all  ele- 
ments related  to  the  development  produc- 
tion, and  initial  provisioning  of  the  system 
to  be  developed  under  the  program,  includ- 
ing— 

"(A)  system  performance; 

"(B)  number  of  end  items; 

"to  scheduling: 


fuU-rate  production,  for  a  program  under  jig^  section: 

this  section,  the  ^^"^^''^  °{E.!!fZ\ZviI  "S2325.  Preference  for  nondevehpmental  items 
Secretary  concerned  may  (except  as  provid- 
ed in  subsection   (d))  change  the  current  "(a)  In  General.- 

baseline  description  with  respect  to  the  pro-  "d)  Statement  of  ''""^'{''^"^'^^f/^^f^ 

gram  and  the  total  program  cost  associated  MENTS.-The    Secretary    of    Defense    shaU 

with  that  baseline  description.  ensure,  that  to  the  maximum  extent  practi- 

"(2)  The  Secretary  of  Defense  or  the  Secre-  cable-                     ,       ,  ,t,     n»«„wn,^<  n^ 

laru  concerned  shall  notify  the  Committees  "(A)   requtremenU  of  the  Department  of 

on  Ar^dTeniices  of  the  senate  and  House  Defense  with  respect  to  a  procurement  of 
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supplies  are  slated  in  the  broadest  possiMe 
functional  description;  and 

"IB)  such  requirements  are  defined  so  that 
nondevelopmental  items  may  be  procured  to 
fulfill  such  requirements  when  such  items 
are  adequate  to  meet  the  needs  of  the  De- 
partment 

"f2f  Regulations.— The  Secretary  of  De- 
fense shall  prescribe  reffulations  to  carry  out 
this  section. 

"<bJ  DEmirnoN.—In  this  section,  the  term 
"nondevelopmental  item' means— 

"ID  any  item  of  supply,  or  component  of 
mch  item,  that  is  available  in  the  commer- 
cial marketplace; 

"12)  any  previously-developed  item  of 
supply,  or  component  of  such  item,  that  is 
in  use  by  a  department  or  agency  of  the 
United  States,  a  State  or  local  government, 
or  a  foreign  government  with  which  the 
United  States  has  a  mutual  defense  coopera- 
tion agreement;  or 

"13)  any  item  of  supply,  or  component  of 
such  item,  described  in  paragraph  11)  or  12) 
that  requires  only  minor  modification  in 
order  to  meet  the  requirements  of  the  procur- 
ing agency. ". 

12)  Clerical  amendment.— The  table  of  sec- 
tions at  the  beginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  item: 

"2325.     Preference    for    nondevelopmental 
items.". 

13)  EmcnvE  date.— The  Secretary  of  De- 
fense shall  prescribe  regulations  as  required 
by  section  232Sla)l2)  of  title  10.  United 
States  Code  las  added  by  subsection  la)ll)). 
before  the  end  of  the  120-day  period  begin- 
ning on  the  date  of  the  enactment  of  this 
Act 

lb)  Evaluation  by  Comptroller  Gener- 

iU.— 

11)  Evaluation.— The  Comptroller  General 
shall  conduct  an  independent  evaluation  of 
the  actions  taken  by  the  Secretary  of  Defense 
to  carry  out  the  requirements  of  section  2325 
of  title  10,  United  States  Code  fas  added  by 
subsection  la)ll)). 

12)  Report.— The  Comptroller  General 
shall  submit  to  Congress  a  report  on  the 
evaluation  required  by  paragraph  ID.  Such 
report  shall  include— 

lA)  an  analysis  of  the  effectiveness  of  the 
actions  taken  try  the  Secretary  to  carry  out 
the  requirements  of  section  2325  of  title  10, 
United  States  Code  las  added  tty  subsection 
la)ll)): 

IB)  a  description  of  any  programs  con- 
ducted to  notify  acquisition  personnel  of  the 
Department  of  Defense  of  the  requirements 
of  such  section  arui  to  train  such  personnel 
in  the  appropriate  procedures  for  carrying 
out  such  section; 

IC)  a  description  of  each  law,  regulation, 
and  procedure  which  prevents  or  restricts 
maximum  practicable  use  of  nondevelop- 
ment  items  to  fulfill  the  supply  requirements 
of  the  Department  of  Defense;  and 

ID)  such  recommendations  for  additional 
legislation  as  the  Comptroller  General  con- 
siders necessary  or  appropriate  to  promote 
maximum  procurement  of  nondevelopmen- 
tal items  to  fulfill  the  supply  requirements  of 
the  Department  of  Defense 

13)  The  report  required  try  paragraph  12) 
shall  be  sutmiitted  before  the  end  of  the  one- 
year  period  f>eginning  on  the  date  of  the  en- 
actment of  this  Act 

Ic)  Removal  or  Impediments  to  Acquisi- 
tion or  Nondevelopmental  Items.— 

ID  Report.— The  Secretary  of  Defense 
shall  submit  to  the  defense  committees  a 
report— 

lA)  identifying  all  statutes  and  regula- 
tions that  are  determined  by  the  Secretary  to 
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impede  the  acquisition  of  nondevelopmental 
products  by  the  Department  of  Defense;  and 
IB)  recommending  any  legislation  that  the 
Secretary  considers  necessary  or  appropri- 
ate to  promote  maximum  procurement  of 
nondevelopmental  items  to  fulfill  the  supply 
requirements  of  the  Department  of  Defense. 

12)  Actions  by  secretary.— The  Secretary 
shall  take  appropriate  steps  to  remove  any 
impediments  identified  try  the  Secretary 
under  paragraph  IDIA)  that  are  under  the 
jurisdiction  of  the  Secretary. 

13)  Deeense  committees.— In  this  subsec- 
tion, the  term  "defense  committees"  means 
the  Committees  on  Armed  Services  and  on 
Appropriations  of  the  Senate  and  House  of 
Representatives. 

SBC.  us.  REPimr  un  oppdrtinities  for  aii- 

VAMKMENT  fVR  PRIHIRAM  MANACERS 
AND  OTHER  ACQVISlTIO.\  PERSOSyEL 

la)  Report.— The  Secretary  of  Defense 
shall  submit  to  Congress  a  report  that  de- 
scril)es  methods  to  enhance  career  opportu- 
nities for  program  managers  and  other  ac- 
quisition personnel  of  the  Department  of  De- 
fense. 

lb)  Deadune  for  Report.— The  report  shall 
be  submitted  not  later  than  the  end  of  the 
90-day  period  following  the  date  of  the  en- 
actment of  this  Act 

Part B— Amendments  to  Existing  Law 

SEC  til.  SMALL  BVSI^ESS .SETASIPES 

la)  Proportion  of  Contracts  Set  Aside 
Determined  on  Industry  Category  Basis.— 
Paragraph  13)  of  section  151a)  of  the  Small 
Business  Act  115  U.S.C.  644la)l3))  is  amend- 
ed- 

11)  by  inserting  "in  each  industry  catego- 
ry" after  "Government",  and 

12)  by  adding  at  the  end  the  following  new 
sentences:  For  purposes  of  clause  13)  of  the 
first  sentence  of  this  subsection,  an  industry 
category  is  a  discrete  group  of  similar  goods 
and  services.  Such  groups  shall  be  deter- 
mined by  the  Administration  in  accordance 
with  the  four-digit  standard  industrial  clas- 
sification codes  contained  in  the  Standard 
Industrial  Classification  Manual  published 
by  the  Office  of  Management  and  Budget, 
except  that  the  Administration  shall  limit 
such  an  industry  category  to  a  greater 
extent  than  provided  under  such  classifica- 
tion codes  if  the  Administration  receives 
evidence  indicating  that  further  segmenta- 
tion for  purposes  of  this  paragraph  is  war- 
ranted due  to  special  capital  equipment 
needs  or  special  labor  or  geographic  require- 
ments or  to  recognize  a  new  industry.  A 
market  for  goods  or  services  may  not  be  sefif- 
mented  under  the  preceding  sentence  due  to 
geographic  requirements  unless  the  Govern- 
ment typically  designates  the  area  where 
work  for  contracts  for  such  goods  or  services 
is  to  be  performed  and  Government  pur- 
chases comprise  the  major  portion  of  the 
entire  domestic  market  for  such  goods  or 
services  and,  due  to  the  fixed  location  of  fa- 
cilities, high  mobilization  costs,  or  similar 
economic  factors,  it  is  unreasonable  to 
expect  competition  from  business  concerns 
located  outside  of  the  general  areas  where 
such  concerns  are  located. ". 

lb)  Awarding  of  Contracts  at  Fair 
Market  Prices.— ID  Section  151a)  of  such 
Act  115  U.S.C.  6441a))  U  further  amended  by 
adding  at  the  end  the  following  new  sen- 
tence: "A  contract  may  not  be  awarded 
under  this  subsection  if  the  award  of  the 
contract  would  result  in  a  cost  to  the  award- 
ing agency  which  exceeds  a  fair  market 
price. ". 

12)  Section  8la)ll)IA)  of  such  Act  115 
U.S.C.  637la)ll)IA))  is  amended  by  sinking 
out  the  semicolon  at  the  end  and  adding  in 


lieu  thereof  the  following:  ".  A  contract  may 
not  be  awarded  under  this  subsection  if  the 
award  of  the  contract  would  result  in  a  cost 
to  the  awarding  agency  which  exceeds  a  fair 
market  price;". 

Ic)  Assurance  as  to  Composition  of  Labor 
Force.— ID  Section  Sla)  of  such  Act  115 
U.S.C.  6371a))  is  amended  by  adding  at  the 
end  the  following  new  paragraph: 

"I13)IA)  A  concern  may  not  be  awarded  a 
contract  under  this  subsection  as  a  small 
business  concern  unless  the  concern  agrees 
that— 

"li)  in  the  case  of  a  contract  for  services 
lexcept  construction),  the  concern  ivill  per- 
form at  least  50  percent  of  the  cost  of  the 
contract  loith  its  own  employees;  and 

"Hi)  in  the  case  of  a  contract  for  procure- 
ment of  supplies  lother  than  procurement 
from  a  regular  dealer  in  such  supplies),  the 
concern  toill  perform  work  for  at  least  50 
percent  of  the  cost  of  manufacturing  the 
supplies  Inot  including  the  cost  of  materi- 
als/. 

"IB)  The  Administrator  may  change  the 
percentage  under  clause  li)  or  Hi)  of  sub- 
paragraph lA)  if  the  Administrator  deter- 
mines that  such  change  is  necessary  to  re- 
flect conventional  indtistry  practices.  A  per- 
centage established  under  the  preceding  sen- 
tence may  not  differ  from  a  percentage  es- 
tablished under  section  15ln). 

"IC)  Not  later  than  180  days  after  the  date 
of  the  enactment  of  this  paragraph,  the  Ad- 
ministration shall  establish,  through  public 
rulemaking,  requirements  similar  to  those 
specified  in  subparagraph  lA)  to  be  applica- 
ble to  contracts  for  general  and  specialty 
construction  and  to  contracts  for  any  other 
industry  category  not  otherwise  subject  to 
the  requirements  of  such  subparagraph.  The 
rxrcentage  applicable  to  any  such  require- 
ment shall  be  determined  in  accordance 
with  subparagraph  IB),  except  that  such  a 
percentage  may  not  differ  from  a  percentage 
established  under  section  ISIn)  for  the  same 
industry  category. ". 

12)  Section  15  of  such  Act  115  U.S.C  644)  is 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"In)  ID  A  concern  may  not  be  awarded  a 
contract  under  this  subsection  as  a  small 
business  concern  unless  the  concern  agrees 
that- 

"lA)  in  the  case  of  a  contract  for  services 
lexcept  construction),  the  concern  will  per- 
form at  least  50  percent  of  the  cost  of  the 
contract  with  its  own  employees;  and 

"IB)  in  the  case  of  a  contract  for  procure- 
ment of  supplies  lother  than  procurement 
from  a  regular  dealer  in  such  supplies),  the 
concern  will  perform  work  for  at  least  50 
percent  of  the  cost  of  manufacturing  the 
supplies  Inot  including  the  cost  of  materi- 
als). 

"12)  The  Administrator  may  change  the 
percentage  under  subparagraph  lA)  or  IB)  of 
paragraph  ID  if  the  Administrator  deter- 
mines that  such  change  is  necessary  to  re- 
flect conventional  industry  practices.  A  per- 
centage established  under  the  preceding  sen- 
tence may  not  differ  from  a  percentage  es- 
tablished under  section  15ln). 

"13)  Not  later  than  180  days  after  the  date 
of  the  enactment  of  this  paragraph,  the  Ad- 
ministration shall  establish,  through  public 
rulemaking,  requirements  similar  io  those 
specified  in  paragraph  ID  to  be  applicable 
to  contracts  for  general  and  specialty  con- 
struction and  to  contracts  for  any  other  in- 
dustry category  not  otherwise  subject  to  the 
requirements  of  such  subparagraph.  The  per- 
centage applicable  to  any  such  requirement 
shall    be    determined    in    accordance    with 
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paragraph  (2),  except  that  such  a  percentage 
may  not  differ  from  a  percentage  established 
under  section  lS<n)  for  the  same  industry 
category. ". 

idJ  Disclosure  of  Information  Concern- 
ing Applicants  for  Procurement  Set- 
Asides.— <V  Section  8  of  such  Act  is  amend- 
ed by  adding  at  the  end  the  following  new 
subsection: 

"(kXl)  The  head  of  any  Federal  agency 
shall,  within  five  days  of  the  agency's  deci- 
sion to  set  aside  a  procurement  for  an  iden- 
tifiable small  business  concern  under  this 
section,  provide  the  name  and  address  of  the 
small  business  concern  expected  to  receive 
the  procurement  and  the  names  and  ad- 
dresses of  the  principals  of  such  concern  to 
any  person  who  requests  such  information. 

"(2)  The  Secretary  of  Defense  may  decline 
to  provide  information  under  paragraph  (If 
in  order  to  protect  national  security  inter- 
ests. ". 

(2)  Section  15  of  such  Act  is  amended  by 
adding  at  the  end  the  foUounng  new  subsec- 
tion: 

"loXD  The  head  of  any  Federal  agency 
shall,  within  five  days  of  the  agency's  deci- 
sion to  set  aside  a  procurement  for  small 
business  concerns  under  this  section,  pro- 
vide the  names  and  addresses  of  the  small 
business  concerns  expected  to  respond  to  the 
procurement  to  any  person  who  requests 
such  information. 

"(21  The  Secretary  of  Defense  may  decline 
to  provide  information  under  paragraph  (1) 
in  order  to  protect  national  security  inter- 
ests. ". 

(e)  Review  of  Size  Standards.— (1)  Section 
3  of  the  Small  Business  Act  is  amended  by 
inserting  "(1)"  after  "Sec.  3.  (a)"  and 
adding  at  the  end  of  subsection  (a,)  the  fol- 
lowing: 

"(2)(AI  Within  six  months  after  the  date  of 
the  enactment  of  this  paragraph,  the  Small 
Business  Administration  shall  establish  a 
program  for  the  review  of  the  size  standards 
for  eligibility  of  business  concerns  in  the  in- 
dustry categories  described  in  subparagraph 
(B)  for  a  procurement  restricted  to  small 
business  concerns  under  section  8(aJ  or 
15(a). 

"(B)  Subparagraph  (A)  shall  apply  only  to 
business  concerns  in  the  following  industry 
categories: 
"(i)  Construction  (except  dredging), 
"(ii)  Architectural  and  engineering  serv- 
ices (including  surveying  and  mapping  serv- 
ices). 
"(Hi)  Ship  building  and  ship  repair. 
"(3)  If  the  Administrator  determines,  on 
the  basis  of  any  such  review,  that  contracts 
awarded  under  the  set-aside  programs  under 
such  sections  exceed  30  percent  of  the  dollar 
value  of  the  total  contract  awards  for  that 
industry  category,  as  determined  under  the 
last  sentence  of  section  15(a)(3),  the  Admin- 
istrator shall  adjust  the  size  standards  for 
such  industry  category  establishing  eligibil- 
ity for  a  set-aside  program  to  a  size  that  wiU 
likely  reduce  the  number  of  contracts  which 
may  be  set  aside  to  approximately  30  per- 
cent of  the  value  of  contracts  to  be  awarded 
under  such  sections. 

"(4)  The  Administrator  shall  conduct  a 
review  under  the  program  established  under 
paragraph  (2)  at  lea^t  once  during  every 
three  years.  Such  review  shall  be  completed 
and  appropriate  size  standard  adjustments 
made  with  the  expiration  of  180  days  after 
each  three-year  review  period  The  first 
review  shall  review  the  periods  of  fiscal 
years  1984,  1985.  and  1986  and  shaU  begin 
on  January  1,  1987. ". 

(f)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  at  the 


end  of  the  180-day  period  tieginning  on  the 
date  of  the  enactment  of  this  Act 

SKC.    »I2.    TKITH   IN   NKdOTIATIUSS   AiT  AMEND- 

MK.vrs. 

(a)  Strengthening  of  Prevention  of  Un- 
earned AND  Excessive  Contractor  Prof- 
its.—Chapter  137  of  title  10.  United  States 
Code,  is  amended  by  inserting  after  section 
2306  the  following  new  section: 
"S  2306a.  Co$t  or  pricing  data:  truth  in  negotiatiom 
"(a)  Required  Cost  or  Pricing  Data  and 
Certification.— (1)  The  head  of  an  agency 
shall  require  offerors,  contractors,  and  sub- 
contractors to  make  cost  or  pricing  data 
available  as  follows: 

"(A)  An  offeror  for  a  prime  contract  under 
this  chapter  to  be  entered  into  using  proce- 
dures other  than  sealed-bid  procedures  shall 
be  required  to  submit  cost  or  pricing  data 
before  the  award  of  the  contract  if  the  price 
of  the  contract  to  the  United  States  is  ex- 
pected to  exceed  tlOO.OOO. 

"(B)  The  contractor  for  a  contract  under 
this  chapter  shall  be  required  to  submit  cost 
or  pricing  data  before  the  pricing  of  a 
change  or  modification  to  the  contract  if  the 
price  adjustment  is  expected  to  exceed 
$100,000  (or  such  lesser  amount  as  may  be 
prescribed  by  the  head  of  the  agency). 

"(C)  An  offeror  for  a  subcontract  (at  any 
tier)  of  a  contract  under  this  chapter  shall 
be  required  to  submit  cost  or  pricing  data 
before  the  award  of  the  subcontract  if— 

"(i)  the  price  of  the  subcontract  is  expect- 
ed to  exceed  1 100,000;  and 

"(ii)  the  prime  contractor  and  each 
higher-tier  subcontractor  have  been  required 
to  make  available  cost  or  pricing  data  under 
this  subsection. 

"(D)  The  subcontractor  for  a  subcontract 
covered  by  subparagraph  fC)  shall  be  re- 
quired to  submit  cost  or  pricing  data  before 
the  pricing  of  a  change  or  modification  to 
the  subcontract  if  the  price  adjustment  is  ex- 
pected to  exceed  $100,000  (or  such  lesser 
amount  as  may  be  prescribed  by  the  head  of 
the  agency). 

"(2)  A  person  required  as  an  offeror,  con- 
tractor, or  subcontractor,  to  submit  cost  or 
pricing  data  under  paragraph  (1)  (or  re- 
quired by  the  head  of  the  agency  concerned 
to  submit  such  data  under  subsection  (c)) 
shall  be  required  to  certify  that  to  the  best 
of  the  person  s  knowledge  and  belief  the  cost 
or  pricing  data  submitted  are  accurate, 
complete,  and  current 

••(3)  Cost  or  pricing  data  required  to  be 
submitted  under  paragraph  (1)  (or  under 
subsection  (c)),  and  a  certification  required 
to  be  submitted  under  paragraph  (2).  shall 
be  submitted— 

"(A)  in  the  case  of  a  submission  by  a 
prime  contractor  (or  an  offeror  for  a  prime 
contract),  to  the  contracting  officer  for  the 
contract  (or  to  a  representative  of  the  con- 
tracting officer  designated  by  the  contract- 
ing officer  for  the  purposes  of  the  negotia- 
tion of  the  contract);  or 

"(B)  in  the  case  of  a  submission  by  a  sub- 
contractor (or  an  offeror  for  a  subcontract), 
to  the  prime  contractor. 

"(4)  Except  as  provided  under  subsection 
(b),  this  section  applies  to  contracts  entered 
into  Ini  the  head  of  an  agency  on  behalf  of  a 
foreign  government 

"(b)  Exceptions.— This  section  need  not  be 
applied  to  a  contract  or  subcontract— 

"(1)  for  which  the  price  agreed  upon  is 
based  on— 
"(A)  adequate  price  competition; 
"(B)  established  catalog  or  market  prices 
of  commercial   items   sold    in    substantial 
quantities  to  the  general  public:  or 
"(C)  prices  set  by  law  or  regulation;  or 


"(2)  in  an  exceptional  case  when  the  head 
of  the  agency  determines  that  the  require- 
ments of  this  section  may  be  waived  and 
states  in  writing  his  reasons  for  such  deter- 
mination. 

"(c)  Authority  To  Require  Cost  or  Pric- 
ing Data— When  cost  or  pricing  data  are  not 
required  to  be  submitted  by  this  section, 
such  data  may  nevertheless  be  required  to  be 
submitted  by  the  head  of  the  agency  if  the 
head  of  the  agency  determines  that  such 
data  are  necessary  for  the  evaluation  by  the 
agency  of  the  reasonableness  of  the  price  of 
the  contract  or  subcontract 

"(d)  Price  Reductions  for  Defective  Cost 
OR  Pricing  Data.—(1)(A)  A  prime  contract 
(or  change  or  modification  to  a  prime  con- 
tract) under  which  a  certificate  under  sub- 
section (a)(2)  is  required  shall  contain  a 
provision  that  the  price  of  the  contract  to 
the  United  States,  including  profit  or  fee. 
shall  be  adjusted  to  exclude  any  significant 
amount  by  which  it  may  be  determined  by 
the  head  of  the  agency  that  such  price  was 
increased  becaxise  the  contractor  (or  any 
subcontractor  required  to  make  available 
such  a  certificate)  submitted  defective  cost 
or  pricing  data. 

"(B)  For  the  purposes  of  this  section,  de- 
fective cost  or  pricing  data  are  cost  or  pric- 
ing data  which,  as  of  the  date  of  agreement 
on  the  price  of  the  contract  (or  another  date 
agreed  upon  between  the  parties),  were  inac- 
curate, incomplete,  or  noncurrent  If  for 
purposes  of  the  preceding  sentence  the  par- 
ties agree  upon  a  date  other  than  the  date  of 
agreement  on  the  price  of  the  contract  the 
date  agreed  upon  by  the  parties  shall  be  as 
close  to  the  date  of  agreement  on  the  price  of 
the  contract  as  is  practicable. 

"(2)(A)  A  contractor  shall  not  be  allowed 
to  offset  an  amount  against  the  amount  of  a 
contract  price  adjustment  under  a  contract 
provision  required  by  paragraph  (1)  unless— 
"(i)  the  contractor  certifies  to  the  con- 
tracting officer  (or  to  a  representative  of  the 
contracting  officer  designated  by  the  con- 
tracting officer)  that  to  the  best  of  the  con- 
tractor's knowledge  and  belief,  the  contrac- 
tor is  entitled  to  the  offset'  and 

"(ii)  the  contractor  proves  that  the  cost  or 
pricing  data  were  available  before  the  date 
of  agreement  on  the  price  of  the  contract  (or 
price  of  the  modification)  and  that  the  data 
were  not  submitted  as  specified  in  subsec- 
tion (a)(3)  before  such  date. 

"(B)  A  contractor  shall  not  be  allowed  to 
offset  an  amount  otherwise  authorized  to  be 
offset  under  sutumragraph  (A)  if  the  United 
States  proves  that  had  the  cost  or  pricing 
data  referred  to  in  subparagraph  (AXii) 
been  submitted  to  the  United  States  before 
the  date  of  agreement  on  the  price  of  the 
contract  (or  price  of  the  modification),  the 
submission  of  such  cost  or  pricing  data 
would  not  have  resulted  in  an  increase  in 
that  price  in  the  amount  to  be  offset 

"(3)  In  determining  for  purposes  of  a  con- 
tract price  adjustment  under  a  contract  pro- 
vision required  by  paragraph  (1)  whether, 
and  to  what  extent  a  contract  price  was  in- 
creased because  the  contractor  (or  a  subcon- 
tractor) submitted  defective  cost  or  pricing 
data,  it  shaU  be  a  defense  that  the  United 
States  did  not  rely  on  the  defective  data  sub- 
mitted by  the  contractor  or  subcontmctor. 

"(4)  It  is  not  a  defense  to  an  adjustment  of 
the  price  of  a  contract  under  a  contract  pro- 
vision required  by  paragraph  (1)  that— 

"(A)  the  price  of  the  contract  would  not 
have  been  modified  even  if  accurate,  com- 
plete, and  current  cost  or  pricing  data  had 
been  submitted  by  the  contractor  or  subcon- 
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tractor  because  the  contractor  or  subcon- 
tractor— 

"li>  was  the  sole  source  of  the  property  or 
services  procured;  or 

"Hit  otherwise  was  in  a  superior  bargain- 
ing position  with  respect  to  the  property  or 
services  procured; 

"IB)  the  contracting  officer  should  have 
known  that  the  cost  and  pricing  data  in 
issue  were  defective  even  though  the  con- 
tractor or  subcontractor  took  no  affirmative 
action  to  bring  the  character  of  the  data  to 
the  attention  of  the  contracting  officer; 

"ICJ  the  contract  was  based  on  an  agree- 
ment between  the  contractor  and  the  United 
States  about  the  total  cost  of  the  contract 
and  there  was  no  agreement  about  the  cost 
of  each  item  procured  under  such  contract; 
or 

"IDI  the  prime  contractor  or  subcontrac- 
tor did  not  submit  a  certification  of  cost 
and  pricing  data  relating  to  the  contract  as 
required  under  subsection  (a)(2). 

"(e)  Interest  and  Penalties  for  Certain 
Overpayments.— (1)  If  the  United  States 
makes  an  overpayment  to  a  contractor 
under  a  contract  with  the  Department  of  De- 
fense subject  to  this  section  and  the  overpay- 
ment was  due  to  the  submission  by  the  con- 
tractor of  defective  cost  or  pricing  data,  the 
contractor  shall  be  liable  to  the  United 
States— 

"(A)  for  interest  on  the  amount  of  such 
overpayment,  to  be  computed— 

"(i)  for  the  period  beginning  on  the  date 
the  overpayment  was  made  to  the  contractor 
and  ending  on  the  date  the  contractor 
repays  the  amount  of  such  overpayment  to 
the  United  States;  and 

"(iiJ  at  the  current  rate  prescribed  by  the 
Secretary  of  the  Treasury  under  section  6621 
of  the  Internal  Revenue  Code  of  1 954;  and 

"(B)  if  the  submission  of  such  defective 
data  was  a  knowing  submission,  for  an  ad- 
ditional amount  equal  to  the  amount  of  the 
overpayment 

"(2)  Except  as  provided  under  subsection 
(d),  the  liability  of  a  contractor  under  this 
subsection  shall  not  be  affected  by  the  con- 
tractor's refusal  to  submit  a  certification 
under  subsection  (a)(2)  with  respect  to  the 
cost  or  pricing  data  involved. 

"(f)  Right  of  United  States  to  Examine 
Contractor  Records.— d)  For  the  purpose 
of  evaluating  the  accuracy,  completeness, 
and  currency  of  cost  or  pricing  data  re- 
quired to  be  submitted  by  this  section  with 
respect  to  a  contract  or  subcontract,  the 
head  of  the  agency,  acting  through  any  au- 
thorized representative  of  the  head  of  the 
agency  who  is  an  employee  of  the  United 
States  or  a  member  of  the  armed  forces,  shall 
have  the  right  to  examine  all  records  of  the 
contractor  or  subcontractor  related  to— 

"(A)  the  proposal  for  the  contract  or  sub- 
contract; 

"(B)  the  discussions  conducted  on  the  pro- 
posal; 

"(C)  pricing  of  the  contract  or  subcon- 
tract or 

"(D)  performance  of  the  contract  or  sub- 
contract 

"(2)  The  right  of  the  head  of  an  agency 
under  paragraph  (1)  shall  expire  three  years 
after  final  payment  under  the  contract  or 
sulKontracL 

"(3)  In  this  subsection,  the  term  'records' 
includes  l>ooks,  documents,  and  other  data. 

"(g)  Cost  or  Pricing  Data  Defined.— In 
this  section,  the  term  'cost  or  pricing  data' 
means  all  facts  that,  as  of  the  time  of  agree- 
ment on  the  price  of  a  contract  (or  the  price 
of  a  contract  modification),  a  prudent  buyer 
or  seller  would  reasonably  expect  to  affect 


price  negotiations  significantly.  Such  term 
does  not  include  information  that  is  judg- 
mental and  not  subject  to  verification. ". 

(b)  Conforming  Amendments.— (1)  Subsec- 
tion (f)  of  section  2306  of  such  title  is 
amended  to  read  as  follows: 

"(f)  So-called  'truth-in-negotiations'  provi- 
sions relating  to  cost  or  pricing  data  to  be 
submitted  by  certain  contractors  and  sub- 
contractors are  provided  in  section  2306a  of 
this  title  ". 

(2)  Section  934(a)  of  the  Defense  Procure- 
ment Improvement  Act  of  1985  (title  IX  of 
Public  Law  99-145:  99  Stat.  700)  is  repealed. 

(c)  Clerical  Amendments.— (1)  The  head- 
ing of  section  2306  of  title  10,  United  States 
Code,  is  amended  to  read  as  follows: 
"§2306.  Kinds  of  contracts". 

(2)  The  table  of  sections  at  the  beginning 
of  chapter  137  of  such  title  is  amended  by 
striking  out  the  item  relating  to  section  2306 
and  inserting  in  lieu  thereof  the  following: 
■'2306.  Kinds  of  contracts. 
"2306a.  Cost  or  pricing  data:  truth  in  nego- 
tiations. ". 

(d)  Effective  Dates.— (1)  Except  as  provid- 
ed in  paragraph  (2).  section  2306a  of  title 
10.  United  States  Code,  as  added  by  subsec- 
tion (a),  and  the  amendments  made  by  sub- 
section (b)  shall  apply  with  respect  to  con- 
tracts entered  into  after  the  end  of  the  120- 
day  period  beginning  on  the  date  of  the  en- 
actment of  this  Act. 

•  (2)  Subsection  (e)  of  such  section  2306(a) 
shall  apply  with  respect  to  contracts  entered 
into  after  November  7.  1985. 

SEC.  »I3.  RICHTS  IS  TKCHMIAL  P.iTA. 

(a)  Rights  in  Technical  Data.— Subsection 
(a)  of  section  2320  of  title  10.  United  Stales 
Code,  is  amended  to  read  as  follows: 

"(a)(1)  The  Secretary  of  Defense  shall  pre- 
scribe regulations  to  define  the  legitimate 
interest  of  the  United  States  and  of  a  con- 
tractor or  subcontractor  in  technical  data 
pertaining  to  a  product  or  process.  Such  reg- 
ulations shall  be  included  in  regulations  of 
the  Department  of  Defense  prescribed  as 
part  of  the  Federal  Acquisition  Regulation. 
Such  regulations  may  not  impair  any  right 
of  the  United  States  or  of  any  contractor  or 
subcontractor  with  respect  to  patents  or 
copyrights  or  any  other  right  in  technical 
data  otherwise  established  by  law. 

"(2)  Such  regulations  shall  include  the  fol- 
lowing provisions: 

"(A)  In  the  case  of  a  product  or  process 
that  is  developed  by  a  contractor  or  subcon- 
tractor exclusively  with  Federal  funds,  the 
United  States  shall  have  the  unlimited  right 
to  use,  release,  or  disclose  technical  data 
pertaining  to  the  product  or  process. 

"(B)  In  the  case  of  a  product  or  process 
that  is  developed  by  a  contractor  or  subcon- 
tractor exclusively  at  private  expense,  the 
contractor  or  subcontractor  may  limit  the 
right  to  use,  release,  or  disclose  to  persons 
outside  the  Government  technical  data  per- 
taining to  the  product  or  process. 

"(C)  Notwithstanding  subparagraph  (B), 
the  Government  may  use.  release,  or  disclose 
technical  data  pertaining  to  a  product  or 
process  to  persons  outside  the  Government 
if  such  technical  data  is  otherwise  publicly 
available  or  if— 

"(i)  such  use,  release,  or  disclosure— 

"(I)  is  necessary  for  emergency  repair  and 
overhaul;  or 

"(II)  is  a  use,  release,  or  disclosure  to  a 
foreign  government  that  is  in  the  interest  of 
the  United  States  and  is  required  for  evalua- 
tional  or  informational  purposes;  and 

"(ii)  such  use.  release,  or  disclosure  is 
made   subject    to    a    prohibition    that    the 
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person  to  whom  the  data  is  released  or  dis- 
closed may  not  further  use,  release,  or  dis- 
close such  data. 

"(D)  In  the  case  of  a  product  or  process 
that  is  developed  in  part  with  Federal  funds 
and  in  part  at  private  expense,  rights  in 
technical  data  pertaining  to  such  product  or 
process  shall  be  established  as  early  in  the 
acquisition  process  as  practicable  (prefer- 
ably during  contract  negotiations),  based 
upon  consideration  of  the  following  factors: 
"(i)  The  statement  of  congressional  policy 
and  objectives  in  section  200  of  title  35,  the 
statement  of  purposes  in  section  2(b)  of  the 
Small  Business  Innovation  Development  Act 
of  1982  (15  U.S.C.  638  note),  and  the  declara- 
tion of  policy  in  section  2  of  the  Small  Busi- 
ness Act  (15  U.S.C.  631). 

"(ii)  The  interest  of  the  United  States  in 
increasing  competition  and  lowering  costs 
by  developing  and  locating  alternative 
sources  of  supply  and  manufacture. 

"(Hi)  The  interest  of  the  United  States  in 
encouraging  contractors  to  develop  at  pri- 
vate expense  items  for  use  by  the  Govern- 
ment 

"(E)  A  contractor  or  subcontractor,  or  a 
prospective  contractor  or  subcontractor, 
that  develops  a  product  or  process  exclusive- 
ly at  private  expense  may  not  be  required,  as 
a  condition  of  being  responsive  to  a  solicita- 
tion or  as  a  condition  for  the  award  of  a 
contract  to  sell  or  otherwise  relinquish  to 
the  United  States  any  rights  in  technical 
data  that  would  permit  the  use  by,  or  release 
or  disclosure  of,  such  data  to  persons  out- 
side the  Government  except  under  the  condi- 
tions described  in  paragraph  (21(C). 
"(F)  The  Secretary  of  Defense  may— 
"(i)  enter  into  a  contract  with  a  contrac- 
tor or  subcontractor  for  the  acquisition  of 
rights  in  technical  data  pertaining  to  a 
product  or  process  developed  by  such  con- 
tractor or  subcontractor  exclusively  at  pri- 
vate expense  if  necessary  to  develop  alterna- 
tive sources  of  supply  and  manufacture;  or 

"(ii)  agree  to  limit  rights  of  the  United 
States  in  technical  data  pertaining  to  a 
product  or  process  developed  entirely  or  in 
part  with  Federal  funds  if  the  United  States 
receives  a  royalty-free  license  to  use,  release, 
or  disclose  the  data  for  purposes  of  the 
United  States  (including  purposes  of  com- 
petitive procurement). 

"(2)  The  Secretary  of  Defense  shall  include 
definitions  of  the  terms  'developed'  and  'pri- 
vate expense'  in  regulations  prescribed 
under  paragraph  (1). 

"(3)  In  this  subsection,  the  term  'Federal 
Acquisition  Regulation'  means  the  single 
system  of  Government-wide  procurement 
regulations  as  defined  in  section  4(4)  of  the 
Office  of  Federal  Procurement  Policy  Act  (41 
U.S.C.  403(4)).". 

(b)  Validation  of  Proprietary  Data  Re- 
strictions.—Subsections  (a)  and  (b)  of  sec- 
tion 2321  of  title  10,  United  States  Code,  are 
amended  to  read  as  follows: 

"(a)  A  contract  for  supplies  or  services  en- 
tered into  by  the  Department  of  Defense 
which  provides  for  the  delivery  of  technical 
data  shall  provide  that  a  contractor  or  sub- 
contractor at  any  tier  shall  be  prepared  to 
furnish  to  the  contracting  officer  a  written 
justification  for  any  restriction  asserted  by 
the  contractor  or  suttcontractor  on  the  right 
of  the  United  States  to  use  such  technical 
data. 

"(b)(1)  The  Secretary  of  Defense  shall 
ensure  that  there  is  a  thorough  review  of  the 
appropriateness  of  any  restriction  on  the 
right  of  the  United  States  to  use,  release,  or 
disclose  technical  data  delivered  under  a 
contract  Such  review  shall  be  conducted 
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before  the  end  of  the  three-year  period  begin- 
ning on  the  date  on  which  final  payment  is 
made  on  a  contract  under  which  technical 
data  is  required  to  be  delivered,  or  the  date 
on  which  the  technical  data  is  delivered 
under  such  contract,  whichever  is  later. 

••(2)(A)  If  the  Secretary  determines,  at  any 
time  before  the  end  of  the  three-year  period 
beginning  on  the  date  on  which  final  pay- 
ment is  made  on  a  contract  under  which 
technical  data  is  required  to  be  delivered,  or 
the  date  on  which  the  technical  data  is  de- 
livered under  such  contract,  whichever  is 
later,  that  a  challenge  to  a  restriction  assert- 
ed in  the  contract  is  warranted,  the  Secre- 
tary shall  provide  written  notice  to  the  con- 
tractor or  subcontractor  asserting  the  re- 
striction. Such  a  determination  shall  be 
based  on  a  finding  by  the  Secretary  that  rea- 
sonable grounds  exist  to  question  the  cur- 
rent validity  of  the  asserted  restriction  and 
that  the  continued  adherence  to  the  asserted 
restriction  by  the  United  States  would  make 
it  imprax;ticable  to  procure  the  item  com- 
petitively at  a  later  time.  Such  notice  shall— 

"(i)  state  the  specific  grounds  for  challeng- 
ing the  asserted  restriction; 

"Hit  require  a  response  within  60  days  jus- 
tifying the  current  validity  of  the  asserted 
restriction;  and 

"liii)  state  that  evidence  of  a  validation 
by  any  agency  oj  the  Department  of  Defense 
of  a  restriction  identical  to  the  asserted  re- 
striction within  the  three-year  period  pre- 
ceding the  challenge  shall  serve  as  justifica- 
tion for  the  asserted  restriction  if— 

"(I)  the  validation  occurred  after  a  review 
of  the  validated  restriction  under  Uiis  sub- 
section; and 

"(IIJ  the  validated  restriction  was  asserted 
by  the  same  contractor  or  subcontractor  to 
whom  such  notice  is  being  provided. ". 

"IB)  Notwithstanding  subparagraph  (AJ, 
if  technical  data  delivered  under  a  contract 
is  otherwise  publicly  available,  the  United 
States  may  challenge  a  restriction  on  the 
use,  release,  or  disclosure  of  such  technical 
data  at  any  time. ". 

(cJ  Conforming  Amendments.— Section 
1202  of  the  Department  of  Defense  Authori- 
zation Act,  1985  (10  U.S.C.  2301  note),  is 
amended— 

(1)  by  inserting  "and"  at  the  end  of  para- 
graph (4); 

(2)  by  striking  out  ":  and"  at  the  end  of 
paragraph  IS)  and  inserting  in  lieu  thereof  a 
period;  and 

13)  by  striking  out  paragraph  16). 

Id)  Deadline  for  Rev/sion  of  Regvla- 
TiONS.—The  regulations  required  by  section 
2320la)ll)  of  title  10,  United  States  Code  las 
amended  by  subsection  la)),  shall  be  pre- 
scribed not  later  than  ISO  days  after  the  date 
of  the  enactment  of  this  Act 

SEC.  314.  PRICES  FOR  PRODVCTS  SOLD  COMMERCIAL- 
LY. 

la)  estabushment  of  commercial  pricing 
Req  uirement.  — 

ID  In  GENERAL.— Section  2323  of  title  10, 
United  States  Code,  is  amended  to  read  as 
follows: 
"§2323.  Commercial  pricing  for  item*  of  supply 

"la)  Limitation  on  Price  of  Commercially 
Available  Supplies.— Except  in  the  case  of 
an  offer  submitted  with  a  written  statement 
under  subsection  Ib)l2)  and  except  as  pro- 
vided in  subsection  Ic),  if  the  head  of  an 
agency,  using  procedures  other  than  com- 
petitive procedures,  enters  into  a  contract 
with  a  contractor  for  the  purchase  of  items 
which  such  contractor  also  offers  for  sale  to 
the  general  public,  the  price  charged  the 
United  States  for  such  items  under  the  con- 
tract may  not  exceed  the  lowest  commercial 


price  charged  by  the  contractor  in  sales  of 
such  items  to  the  general  public,  under  simi- 
lar circumstances,  terms,  and  conditions, 
during  a  period  described  in  subsection 
lb)ll). 

"lb)  Requirements  for  Inclusion  in 
Offer.— The  head  of  an  agency,  with  respect 
to  an  offeror  who  submits  an  offer  to  the 
head  of  an  agency  to  enter  into  a  contract 
for  the  supply  of  item^  under  a  contract 
awarded  tising  procedures  other  than  com- 
petitive procedures,  and  who  also  offers  such 
items  for  sale  to  the  general  public,  shall  re- 
quire that  the  offeror— 

"ID  certify  in  such  offer  that,  to  the  best  of 
the  knowledge  and  belief  of  the  offeror,  the 
price  proposed  in  the  offer  does  not  exceed 
the  lowest  commercial  price  at  which  such 
offeror  sold  such  items  during  the  most 
recent  regular  monthly,  quarterly,  or  other 
period  for  which  sales  data  are  reasonably 
available;  or 

"12)  submit  with  such  offer  a  written  state- 
ment— 

"'lA)  specifying  the  amount  of  the  differ- 
ence between  the  price  proposed  in  the  offer 
and  the  lowest  commercial  price  at  which 
such  offeror  sold  such  items  during  a  period 
described  in  paragraph  ID;  and 

"IB)  providing  a  justification  for  that  dif- 
ference. 

"lO    Exception    to    Limitation.— Subsec- 
tions la)  and  lb)  do  not  apply  in  the  case  of 
a  contract  with  respect  to  which  the  con- 
tracting officer  includes  in  the  file  on  the 
contract  a  written  determination  by  such  of- 
ficer that  the  use  of  the  lowest  commercial 
price  with  respect  to  such  contract  is  not  ap- 
propriate because  of— 
"ID  national  security  considerations;  or 
"12)  significant   differences   between   the 
terms  of  the  commercial  sales  of  the  items  to 
be  acquired   under  such  contract  and   the 
terms  of  such  contract,  including  differences 
in— 
"I A)  quantity; 
"IB)  quality: 

"lO  delivery  requirements;  or 
"ID)  other  terms  and  conditions. 
"Id)  Auditing.— 

"ID  In  general.— In  order  to  verify  any 
certification  or  statement  made  under  sub- 
section lb)  with  respect  to  a  contract,  the 
contracting  officer  who  awards  such  con- 
tract, or  any  representative  of  the  contract- 
ing officer  who  is  an  employee  of  the  United 
States  or  a  member  of  the  armed  forces, 
during  the  time  period  specified  in  para- 
graph 12),  may  examine  and  audit  all 
records  of  sales  lincluding  contract  terms 
and  conditions)  maintained  by  or  for  the 
contractor  that  are  directly  pertinent  to 
such  certification  or  statement 

"12)  Time  limitation.— The  head  of  an 
agency  shall  require  an  offeror  who  submits 
a  certification  or  written  statement  under 
subsection  lb)  to  make  available  the  records, 
books,  data,  and  documents  described  in 
paragraph  1 1)  for  examination,  audit  or  re- 
production for  the  purposes  of  such  para- 
graph during  the  three-year  period  begin- 
ning on  the  date  that  the  offeror  submits 
such  certification  or  statement  to  such  head 
of  an  agency. 

"13)  Effect  on  other  rights.— The  author- 
ity established  in  this  section  is  in  addition 
to  the  authority  of  the  head  of  an  agency 
under  section  2306lf)  of  this  title. 

"le)  Regulations.— The  Secretary  of  De- 
fense, after  consultation  with  the  Secretary 
of  Transportation  and  the  Administrator  of 
the  National  Aeronautics  and  Space  Admin- 
istration, shall  prescribe  regulations  to 
carry  out  this  section.  Such  regulations  may 


not  require  the  disclosure  or  submission  of 
any  data  related  to  any  element  underlying 
the  price  of  a  commercial  product  not  other- 
wise required  by  law. 

"If)  Lowest  Commercial  Price.— In  this 
section,  the  term  lowest  commercial  price' 
means  the  lowest  price  at  which  a  sale  was 
made  to  the  general  public  of  a  particular 
item.  Such  term  does  not  include  the  price 
at  which  a  sale  was  made  to— 
"ID  any  agency  of  the  United  States; 
"12)  a  dealer,  distributor,  or  original 
equipment  manufacturer  of  the  contractor, 
or  any  other  remarketer  unless  the  Govern- 
ment can  demonstrate  that  the  sale  is  under 
the  same  terms  and  conditions  as  a  sale  to  a 
dealer,  distributor,  or  original  equipment 
manufacturer  of  the  contractor,  or  any  other 
remarketer; 

"13)  a  subsidiary,  affiliate,  or  parent  busi- 
ness organization  of  the  contractor,  or  any 
other  branch  of  the  same  business  entity; 

"14)  an  educational  institution  if  the  item 
sold  is  to  be  used  for  educational  purposes: 
or 

"151  a  customer  located  outside  the  United 
States. 

"ig>  Applicability.— This  section  does  not 
apply  to  a  contract  entered  into  utilizing 
simplified  small  purchase  procedures  estab- 
lished under  section  2304lg)  of  this  title. ". 

12)  Clerical  amendment.— The  table  of  sec- 
tions for  chapter  137  of  such  title  is  amend- 
ed by  striking  out  the  item  relating  to  sec- 
tion 2323  and  inserting  in  lieu  thereof  the 
following: 

"2323.  Commercial  pricing  for  items  of 
supply. ". 
lb)  Effective  Date.— The  Secretary  of  De- 
fense shall  prescribe  regulations  as  required 
by  section  2323lei  of  title  10.  United  States 
Code  las  amended  by  subsection  (a)iD), 
before  the' end  of  the  30-day  period  begin- 
ning on  the  date  of  the  enactment  of  this 
Act 

SEC.  its.  AT.Vfl/.VC  OF  PROCVREMEST  TECHSICAL 
ASSISTANCE  PROGRAMS  SERMSC,  DIS- 
TRESSED AREAS 

la)  Definition.— Section  241112)  of  title  10. 
United  States  Code,  is  amended  by  striking 
out  "entity'  means  an  eligible  entity  iwithin 
the  meaning  of  paragraph  IDIBD"  and  in- 
serting in  lieu  thereof  "area'  means  an 
area". 

lb/  Service  Areas.— Section  24131b)  of 
such  title  is  amended  by  striking  out  "is  a 
distressed  entity"  and  inserting  in  lieu 
thereof  "serves  a  distressed  area". 

SEC.  9I«.  EDiC.\TIO\AL  REQCIREMESTS  FOR  ACgil- 
SITIOS  PERSO.WEL 

Section  1622lb)il)  of  title  10.  United 
States  Code,  is  amended  by  striking  out  "at- 
tended" and  inserting  in  lieu  thereof  "com- 
pleted". 

Part  C— Miscellaneous 

SEC  921.  SAFEGC.ARDISC.  OF  MILITARY  WHISTLE- 
BLOWERS. 

la)  Findings.— The  Congress  makes  the  fol- 
lowing findings: 

ID  In  the  course  of  their  duties,  members 
of  the  Armed  Forces  may  become  aware  of 
information  evidencing  wrongdoing  or 
waste  of  funds. 

12)  It  is  generally  the  duty  of  members  of 
the  Armed  Forces  to  report  such  information 
through  the  chain  of  command. 

13)  Reporting  such  information  through 
the  chain  of  command  does  not  always 
result  in  correction  and  may.  in  some  cases, 
be  futile. 

14)  Members  of  the  Armed  Forces  who 
t>ecome  aware  of  such  information  should  be 
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encouraged  to  disclose  it  to  an  Inspector 
General  or  Member  of  Congress  if  necessary. 

(5/  Members  of  the  Armed  Forces  who  dis- 
close jwcA  information  should  be  protected 
from  adverse  personnel  conseguences  (or 
threats  thereof  J  as  a  result  of  such  disclo- 
sures. 

(61  Members  of  the  Armed  Forces  who  be- 
lieve they  have  been  subject  to  retaliation 
(or  the  threat  thereof/  should  have  the  right 
to  a  speedy  Inspector  General  investigation 
and  administrative  review  of  their  cases. 

(b)  Whistleblower  Protection.— (1)  Sec- 
tion 1034  of  title  10,  United  States  Code,  re- 
lating to  communicating  with  a  Member  of 
Congress,  is  amended  to  read  as  follows: 
"§  I$i4.  Commumicatimt  with  a  Member  of  Con- 

grOM  or  Inspector  General 

"(at  Restricting  Communications  With 
Members  of  Congress  and  Inspectors  Gen- 
eral Prohibited.— 

"(1)  General  rule.— No  person  may  re- 
strict a  member  of  an  armed  force  in  com- 
municating uHth  a  Member  of  Congress  or 
an  Inspector  General 

"(2J  Exceptions.- Paragraph  (1)  does  not 
apply  to  a  communication  that— 

"(A)  is  unlawful;  or 

"(Bt  violates  a  regulation  necessary  to  the 
security  of  the  United  States. 

"(b)  Prohibition  of  Retauatory  Person- 
nel Actions.— No  person  may  take  (or 
threaten  to  take)  an  unfavorable  personnel 
action,  or  withhold  (or  threaten  to  withhold) 
a  favorable  personnel  action,  as  a  reprisal 
against  a  member  of  an  armed  force  for 
making  or  preparing  a  communication  to  a 
Member  of  Congress  or  an  Inspector  General 
that  (under  subsection  (a))  may  not  be  re- 
stricted 

"(c)  Inspector  General  Investigation.— 

"(1)  Investigation  of  certain  allega- 
TioNS.—The  Inspector  General  of  the  Depart- 
ment of  Defense  shall  expeditiously  investi- 
gate an  allegation  by  a  memtyer  of  the  armed 
forces  that  a  reprisal  prohibited  by  subsec- 
tion (b)  has  been  taken  (or  threatened) 
against  the  Tnember  with  respect  to  a  com- 
munication to  a  Member  of  Congress  or  an 
Inspector  General  making  a  complaint  or 
disclosing  injormation  that  the  meml>er  of 
the  armed  forces  reasonably  believes  evi- 
dences— 

"(A)  a  molation  of  a  law,  rule,  or  regula- 
tion; or 

"(B)  mismxinagement,  a  gross  waste  of 
funds,  an  alruse  of  authority,  or  a  substan- 
tial and  specific  danger  to  public  health  or 
safety. 

"(2)  Time  for  allegation.— The  Inspector 
General  is  not  required  to  make  an  investi- 
gation under  paragraph  (1)  in  the  case  of  an 
allegation  made  more  than  90  days  after  the 
reprisal  (or  threatened  reprisal)  that  is  the 
subject  of  the  allegation. 

"(3)  Investigation  of  subject  matter  of 
disclosure.— If  the  Inspector  General  has 
not  already  done  so,  the  Inspector  General 
shall  commence  a  separate  investigation  of 
the  information  that  the  member  believes 
evidences  wrongdoing  as  described  in  sub- 
paragraph (A)  or  (B)  of  paragraph  (1). 

"(4)  Report.— Not  later  than  10  days  after 
completion  of  an  investigation  under  this 
subsection,  the  Inspector  General  shall 
submit  a  report  on  the  results  of  the  investi- 
gation to  the  Secretary  of  Defense.  The  In- 
spector General  shall  provide  an  unclassi- 
fied copy  of  that  report  to  the  member  con- 
cerned. 

"(5)  Time  for  report.— If,  in  the  course  of 
an  investigation  of  an  allegation  under  this 
section,  the  Inspector  General  determines 
that  it  is  not  possible  to  submit  the  report 
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required  by  paragraph  (2)  within  30  days  of 
the  date  of  receipt  of  the  allegation  being  in- 
vestigated, the  Inspector  General  shall  pro- 
vide to  the  Secretary  of  Defense  and  to  the 
member  making  the  allegation  a  notice— 

"(A)  of  that  determination  (including  the 
reasons  why  the  report  may  not  be  submit- 
ted within  that  time);  and 

"(B)  of  the  time  when  the  report  will  be 
submitted. 

"(6)  Content  of  report.— The  report  on 
the  results  of  the  investigation  shall  contain 
a  thorough  review  of  the  facts  and  circum- 
stances relevant  to  the  allegation  and  the 
complaint  or  disclosure  and  shall  include 
documents  acquired  during  the  course  of  the 
investigation,  including  summaries  of  inter- 
views conducted  If  a  person  agrees  to  6e 
interviewed  only  on  the  condition  that  the 
person 's  identity  not  be  disclosed,  the  report 
shall  not  contain  any  information  about 
such  interview.  The  report  shall  contain  no 
findings  of  disputed  fact  or  recommenda- 
tions as  to  the  disposition  of  the  complaint 

"(7)  Delegation.— Tfie  Inspector  General 
of  the  Department  of  Defense  may  delegate 
any  function,  power,  or  duty  of  the  Inspec- 
tor General  under  this  subsection  to  any 
other  Inspector  General  in  the  Department 
of  Defense. 

"(d)  Correction  of  Records.— 

"(1)  Boards  for  correction  of  military 
records.— In  resolving  an  allegation  made 
by  a  member  of  an  armed  force  to  whom  the 
Inspector  General  has  reported  under  sub- 
section (c),  a  correction  board  acting  under 
section  1552  of  this  title,  on  the  request  of 
the  member  or  otherwise,  may— 

"(A)  direct  further  investigation; 

"(B)  direct  the  production  of  evidence; 

"(C)  direct  the  examination  of  witness; 

"(D)  receive  oral  argument;  or 

"(E)  direct  or  conduct  an  evidentiary 
hearing. 

"(2)  Legal  assistance.— A  member  to  whom 
the  Inspector  General  has  reported  under 
subsection  (c)  is  entitled  to  the  assistance  of 
a  judge  advocate  in  filing  a  petition  for  cor- 
rection under  section  1552  of  this  title. 

"(3)  Board  decisions.— The  Board  shall 
issue  a  final  decision  with  respect  to  the  pe- 
tition within  120  days  after  the  filing  of 
such  petition.  If  the  Board  fails  to  issue 
such  a  final  decision  within  such  time,  the 
member  shall  be  deemed  to  have  exhausted 
administrative  remedies  under  section  1552 
of  this  title  to  the  extent  that  such  exhaus- 
tion may  be  required  in  any  judicial  pro- 
ceeding concerning  the  relief  sought  in  the 
petition  for  correction.  The  decision  of  the 
Board  shall  be  in  writing  and  shall  include 
findings  of  fact  and  a  statement  of  reasons. 
The  Board  shall  cause  its  decision  to  tie 
served  on  the  petitioner  by  first  class  mail  to 
the  address  listed  in  the  petition  for  correc- 
tion within  10  days  of  the  date  of  the  deci- 
sion. A  determination  try  the  Board  by  a  pre- 
ponderance of  the  evidence  that  a  personnel 
action  adversely  affecting  a  member  would 
not  have  been  taken  in  the  absence  of  a  com- 
plaint or  disclosure  of  information  de- 
scribed in  subsection  (c)(1)  shall  constitute 
a  determination  of  a  prohibited  retaliatory 
personnel  action  under  sultsection  (b). 

"(4)  Corrective  action.— The  Board  shall 
order  such  action  as  is  necessary  to  correct 
the  record  and  the  effect  of  a  prohibited  re- 
taliatory personnel  action. 

"(5)  DisciPUNARV  Acnoh.—If  the  Board  de- 
termines that  a  prohibited  retaliatory  per- 
sonnel action,  as  defined  in  subsection  (b), 
has  occurred,  the  Board  shall  refer  the 
record  of  the  matter  to  the  officer  exercising 
general  court-martial  jurisdiction  over  the 


person  who  committed  the  prohibited  retali- 
atory personnel  actioru 

"(e)  Judicial  Review.— 

"(1)  Right  of  review.— (A)  A  member  of  an 
armed  force  aggrieved  by  a  final  order  of  the 
Board  may  obtain  judicial  review  of  the 
order  by  filing  a  petition  for  review  before 
the  end  of  the  60-day  period  beginning  on 
the  later  of— 

"(i)  the  date  the  member  received  notice  of 
the  order  of  the  Board;  or 

"(ii)  the  date  on  which  the  member  was 
deemed  to  have  exhausted  administrative 
remedies  under  subsection  (d)(3). 

"(B)  A  petition  for  review  under  sultpara- 
graph  (A)  shall  be  filed  with  the  United 
States  Court  of  Appeals— 

"(i)  for  the  circuit  in  which  the  member  re- 
sides; 

"(ii)  for  the  circuit  in  which  the  member  is 
stationed;  or 

"(Hi)  in  the  Court  of  Appeals  for  the  Dis- 
trict of  Columiiia. 

"(2)  Review  of  record.— With  respect  to 
any  case  for  which  a  petition  for  review  is 
filed  under  paragraph  (IXA),  the  court— 

"(A)  shall  review  the  record;  and 

"(B)  in  any  case  in  which  it  determines 
that  the  record  fails  to  resolve  significant 
issues  of  fact,  may  refer  the  case  to  the  ap- 
propriate United  States  district  court  for  a 
hearing  de  novo. 

"(3)  Standard  of  review.— The  court  shall 
set  aside  any  order  of  the  Board  that,  upon 
completion  of  a  review  under  paragraph  (2), 
is  determined  to  be— 

"(A)  arbitrary,  capricious,  an  abuse  of  dis- 
cretion, or  otherwise  not  in  accordance  with 
law;  or 

"(B)  not  supported  by  substantial  evi- 
dence. 

"(4)  Attorneys  fees.— If,  upon  completion 
of  a  review  under  paragraph  (2),  the  court 
finds  that  the  claim  of  the  member  is  merito- 
rious, the  court  shall  award  such  member 
reasonable  attorneys  fees  and  costs. 

"(f)  Regulations.— The  Secretary  of  De- 
fense, and  the  Secretary  of  Transportation 
with  respect  to  the  Coast  Guard  when  it  is 
not  operating  as  a  service  in  the  Navy,  shall 
prescribe  regulations  to  carry  out  this  sec- 
tiOTu  Such  regulations  shtUl  include  regula- 
tions for  which  violations  are  subject  to  sec- 
tion 892  of  this  title  (article  92  of  the  Uni- 
form Code  of  Military  Justice). ". 

(2)  The  item  relating  to  such  section  in  the 
table  of  sections  at  the  beginning  of  chapter 
53  of  such  title  is  amended  to  read  as  fol- 
lows: 

"1034.   Communicating  with  a  Member  of 
Congress   or  Inspector  Gener- 
al". 
(c)  Deadune  for  Regulations.— The  Secre- 
tary of  Defense  and  the  Secretary  of  Trans- 
portation   shall    prescribe    regulations    re- 
quired by  subsection  (e)  of  section  1034  of 
title  10,   United  States  Code,  as  added  by 
subsection  (a),  not  later  than  120  days  after 
the  date  of  the  enactment  of  this  Act 

SEC.  $22.  PHOTECTION  OF  CONTRACTOR  EMPLOYEES 
FROM  REPRISAL     FOR     DISCLOSURE 
OF  CERTAIN  INFORMATION. 

(a)  In  General.— (1)  Chapter  141  of  title 
10,  United  States  Code,  is  amended  by 
adding  at  the  end  the  following  new  section; 
"§240$.  Contnetor  emphgeet:  protection  from  re- 
prital  for  dioelotnrt  of  eertnin  information 
"(a)  Prohibition  of  Reprisals.— (1)  A  con- 
tractor of  the  Department  of  Defense  may 
not  take  a  reprisal  action  against  any  offi- 
cer or  employee  of  that  contractor  for  dis- 
closing to  an  appropriate  Government  offi- 
cial information  relating  to  a  contract  (or 
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the  negotiatitm  or  competition  for  a  con- 
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"(Bf  mismanagement,  a  gross  waste  of 
funds,  an  abuse  of  authority,  or  a  substan- 
tial and  specific  danger  to  putUic  health  or 
safety. 

"(2)  In  this  section,  the  term  'appropriate 
Government  official '  includes— 

"(A)  an  officer  or  employee  of  the  Depart- 
ment of  Defense; 

"(B)  a  Member  of  Congress  or  an  officer  or 
employee  of  Congress,  the  General  Account- 
ing Office,  the  Congressional  Budget  Office, 
or  the  Office  of  Technology  Assessment; 

"(C)  ony  other  officer  or  employee  of  the 
United  Slates  whose  duties  include  the  in- 
vestigation or  enforcement  of  any  law,  rule, 
or  regulation  relating  to  defense  acquisition; 
and 

"(D)  a  member  or  emplayee  of  any  author- 
ized commission  established  for  purposes  re- 
lated to  defense  acquisition. 

"(b)  Remedies.— (1)  An  officer  or  employee 
of  a  defense  contractor  who  believes  that 
such  officer  or  employee  has  been  subject  to 
a  reprisal  prtOiibited  by  subsection  (a)  may 
file  a  complaint  with  the  Secretary  of  De- 
fense. 

"(2)(A)  Under  procedures  prescribed  by  the 
Secretary  of  Defense  by  regulation,  the  Sec- 
retary shall  investigate  each  complaint  filed 
under  paragraph  (1). 

"(B)  If,  after  an  investigation  under  sub- 
paragraph (A),  the  Secretary  believes  there  is 
a  reasonable  lUcelihood  that  a  reprisal  pro- 
hibited by  subsection  (a)  has  occurred,  the 
Secretary  shall  provide  the  contrxictor  with 
an  opportunity  to  show  cause  why  the  Secre- 
tary should  not  order  corrective  action  and 
assess  penalties  under  subparagraph  (C). 

"(C)  If,  after  considering  the  presentation 
of  the  contractor  under  subparagraph  (B), 
the  Secretary  finds  that  a  reprisal  prohibit- 
ed by  subsection  (a)  has  occurred,  the  Secre- 
tary shall— 

"(i)  order  the  contractor  to  take  action  to 
eliminate  the  adverse  effect  of  the  reprisal 
on  the  complainant;  and 

"(ii)  assess  a  monetary  penalty  against 
such  contractor. 

"(D)  The  Secretary  shall  impose  penalties, 
which  may  include  monetary  fines  and  de- 
barment from  further  contracts,  against  any 
contractor  who  fails  to  comply  promptly 
vnlh  an  order  of  the  Secretary  under  sub- 
paragraph (C). 

"(E)  The  Secretary  shall  issue  a  decision 
on  a  complaint  filed  under  paragraph  (1) 
within  45  days  of  receipt  of  the  complaint 

"(3)(A)  The  decision  of  the  Secretary  under 
paragraph  (2)  shall  be  a  final  agency  action 
for  purposes  of  chapter  7  of  title  5. 

"(B)  Failure  of  the  Secretary  to  decide  on 
a  complaint  within  the  period  provided  in 
paragraph  (2)(E)  shaU  be  deemed  to  be  final 
agency  action  for  purposes  of  chapter  7  of 
titles. 

"(C)  In  any  action  brought  under  chapter 
7  of  title  5  related  to  a  reprisal  under  subsec- 
tion (a),  a  court  may  assess  against  the  de- 
fense contractor,  or  against  the  United 
States,  reasonable  attorney  fees  and  other 
litigation  costs  reasonably  incurred  by  an 
officer  or  employee  of  the  contractor  who 
substantially  prevails  in  such  action. 

"(c)  Regulations.— The  Secretary  of  De- 
fense shall  prescribe  regulations  to  carry  out 
this  section  (oilier  than  subsection  (b)(3)). 
Such  regulations  shall  provide  that  any  firm 
which  negotiates  with  the  Department  of  De- 


fense for  a  contract  or  competes  for  a  De- 
partment of  Defense  contract  thereby  sub- 
mits to  the  jurisdiction  of  the  Secretary  of 
Defense  for  purposes  of  this  section. ". 

(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 
"2408.     Contractor    employees:    protection 
from  reprisal  for  disclosure  of 
certain  information. ". 

(b)  INTTIAL  REGUiATiONS.—The  Secretary  of 
Defense  shall  prescribe  the  regulations  re- 
quired by  subsection  (c)  of  section  2408  of 
title  10.  United  States  Code,  as  added  by 
subsection  (a),  not  later  than  the  end  of  the 
90-day  period  beginning  on  the  date  of  the 
enactment  of  this  Act 

(c)  Effective  Date.— Section  2408  of  title 
10,  United  States  Code,  as  added  by  subsec- 
tion (a),  shall  apply  with  respect  to  any  re- 

■  prisal  action  taken  on  or  after  the  dale  of 
the  enactment  of  this  Act 

sec.  $23.  FEDERALLY  Fl'SDED  KESEAKCH  A  NO  DE- 
VELOPMENT CENTEKS. 

(a)  Increased  Use  of  Competitive  Proce- 
dures.—Except  as  provided  in  subsection 
(b),  the  Secretary  of  Defense  may  not  place 
work  with  a  federally  funded  research  and 
development  center  unless  such  ujork  is 
within  the  purpose,  mission,  and  general 
scope  of  effort  of  such  center  as  established 
in  the  sponsoring  agreement  with  such 
center. 

(b)  Exception.— This  section  does  not 
apply  to  a  federally  funded  research  and  de- 
velopment center  that  performs  applied  sci- 
entific research  under  laboratory  condi- 
tions. 

(c)  Study.— The  Comptroller  General  shall 
conduct  a  study  of  the  national  defense  role 
of  federally  funded  research  and  develop- 
ment centers.  Such  study  shall  consider  the 
following: 

(1)  The  appropriate  circumstances  for  es- 
tablishing stich  centers. 

(2)  The  role  presently  served  by  such  cen- 
ters in  the  procurement  process  of  the  De- 
partment of  Defense. 

(3)  The  growth  in  the  size  of  such  centers 
during  fiscal  years  1982  through  1986. 

(4)  The  validity  of  typical  reasons  given 
for  sucA  growth. 

(5)  The  cost  efficiency  of  such  centers,  par- 
ticularly in  comparison  with  other  suppliers 
of  similar  services. 

(6)  The  appropriateness  of  the  exemption 
of  contracts  with  such  centers  from  the  com- 
petitive procedures  required  by  section  2304 
of  title  10,  United  States  Code. 

(7)  The  relationship  of  such  centers  to 
their  sponsors. 

(d)  Report.— (1)  The  Comptroller  General 
shall  submit  to  Congress  a  report  on  the 
study  required  try  subsection  (a).  Such  report 
shall  include  a  discussion  of  each  of  the 
matters  listed  in  subsection  (a). 

(2)  The  report  required  by  paragraph  (1) 
shall  be  submitted  not  later  than  one  year 
after  the  date  of  the  enactment  of  this  Act 

(e)  Limitation.— No  funds  appropriated 
pursuant  to  authorizations  in  this  or  any 
other  Act  may  be  expended  or  obligated  on 
or  after  the  date  of  the  enactment  of  this  Act 
for  purposes  of  operating  a  federally  funded 
research  center  that  was  not  in  existence  on 
or  before  June  1,  1986,  untU  the  end  of  the 
60-day  period  beginning  on  the  date  that  the 
head  of  an  agency  submits  to  Congress  a 
report  with  respect  to  such  center  that  de- 
scribes the  purpose,  mission,  and  general 
scope  of  effort  of  such  center. 

SEC  tU.  CONnJCT-OF-INTEREST  IN  DEFENSE  PKO- 
CVREMENT. 

(a)  In  General.— (1)  Chapter  141  of  title 
10,  United  Stales  Code,  is  amended  by  in- 


serting after  section  2397a  the  following  new 
sections: 

"§  2397k.  Cerlmim  twmer  Depmitmtaa  •{  Defeiue 
frtemramemt  ^ffiemU:  limitrntiamt  m  emphgmeiU 
hf  emitrweimn 
"(a)(1)  Any  person— 

"(A)  who  is  a  former  officer  or  employee  of 
the  Department  of  Defense  or  a  former  or  re- 
tired member  of  the  armed  forces;  and 

"(B)  who.  during  the  two-year  period  pre- 
ceding the  person 's  separation  from  service 
in  the  Department  of  Defense,  participated 
personally  and  substantially,  and  in  a 
manner  involving  decisionmaking  responsi- 
bilities, in  a  procurement  function  with  re- 
spect to  a  contract  through  contact  with  the 
contractor, 

may  not  accept  compensation  from  that 
contractor  for  a  period  of  two  years  follow- 
ing the  person's  separation  from  service  in 
the  Department  of  Defense. 

"(2)  In  paragraph  (1),  the  Verm  decision- 
making responsibilities '  includes  the  follow- 
ing activities  with  respect  to  a  contract-  ap- 
proval or  disapproval,  or  making  recom- 
mendations or  engaging  in  negotiatioiu. 
with  regard  to  a  procurement  function. 

"(3)  For  purposes  of  paragraph  (II.  wheth- 
er or  not  a  person  is  a  contractor  (as  defined 
in  sutisection  (f)(2))  is  determined  as  of  the 
date  of  the  separation  from  service  of  the  of- 
ficer or  employee  of  the  Department  of  De- 
fense or  member  of  the  armed  forces  in- 
volved 

"(41  Any  person  who  knowingly  violates 
paragraph  (1)  shall  be  imprisoned  for  not 
more  than  one  year  and  shall  be  subject  to  a 
fine  in  the  amount  provided  in  title  18. 

"(S)  Any  person  who  knowingly  offers  or 
provides  any  compensation  to  another 
person,  and  who  knew  or  should  have 
known  that  the  acceptance  of  such  compen- 
sation is  or  would  be  in  violation  of  para- 
graph 111.  shall  be  imprisoned  for  not  more 
than  one  year  and  shall  be  s-ubjecl  to  a  fine 
in  the  amount  provided  in  title  18. 
"(bldl  This  section  applies  only  to— 
"(Al  civilian  positions  for  which  the  rate 
of  pay  is  equal  to  or  greater  than  the  mini- 
mum rate  of  pay  payable  for  grade  GS-13  of 
the  General  Schedule;  and 

"(Bl  to  positions  held  by  members  of  the 
armed  forces  in  a  pay  grade  of  0-4  or 
higher. 

"(2I(AI  When  a  vacancy  occurs  in  a  sensi- 
tive civilian  procurement  executive  posi- 
tion, the  Secretary  of  Defense,  with  the  con- 
currence of  the  Director  of  the  Office  of  Gov- 
ernment Ethics,  may  exempt  the  person  ap- 
pointed to  fill  the  vacancy  from  the  provi- 
sions of  subsection  (al  by  reason  of  service 
in  such  position. 

"(Bl  For  purposes  of  subparagraph  (Al.  a 
sensitive  civilian  procurement  executive  po- 
sition is  a  position— 
"(il  which  is  identified  under  paragraph 

(11; 

"(HI  which  is  a  civilian  position  to  which 
a  person  is  appointed  by  the  President,  try 
and  with  the  advice  and  consent  of  the 
Senate;  and 

"(iiil  with  respect  to  which  the  Secretary 
of  Defense  determines  that  the  duties  inher- 
ent in  the  position  involve  personal  and 
substantial  participation  in  procurement 
functions  (to  the  extent  to  which  subsection 
(aldl  appliesi  with  so  many  contractors 
that  imj^ementation  of  subsection  (al  with 
respect  to  persons  serving  in  the  position 
would  seriously  hamper  the  ability  of  the 
Department  of  Defense  to  obtain  the  services 
of  a  highly  qualified  person  to  serve  in  the 
position. 
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'(Ci  An  exemption  granted  under  this 
paragraph  shall  not  apply  to  the  extent  that 
the  person  granted  the  exemption  acts  as  a 
Government  representative  in  the  negotia- 
tion or  settlement  of  a  contract  with  a  con- 
tractor 

"(D)  Whenever  the  Secretary  of  Defense 
grants  an  exemption  under  this  paragraph, 
the  Secretary  shall  promptly  submit  to  the 
Committees  on  Armed  Services  and  Govern- 
mental Affairs  of  the  Senate  and  the  Com- 
mittees on  Armed  Services  and  the  Judiciary 
of  the  House  of  Representatives  a  report  de- 
scribing the  exemption  and  setting  forth  the 
specific  reasons  for  the  eiernption. 

"to  The  Secretary  of  Defense  shall  provide 
to  each  person  separated  from  service  in  the 
Department  of  Defense  in  a  position  de- 
scribed in  subsection  (bull  who,  within  the 
two  years  preceding  the  date  of  such  separa- 
tion, participated  in  a  procurement  func- 
tion of  the  Department  a  notice  with  respect 
to  this  section.  Such  notice  shall  include— 

"(1)  a  written  explanation  of  the  provi- 
sions of  this  section:  and 

"(2)  the  name  of  each  contractor  from 
whom  such  person  is  prohibited  from  ac- 
cepting compensation  under  this  section. 

"(d)  This  section  does  not  apply— 

"(1)  to  a  contract  for  an  amount  less  than 
SI  00. 000; 

"(2)  to  compensation  of  a  person  by  an 
entity  that  did  not  have  a  Department  of  De- 
fense contract  in  excess  of  $100,000  at  the 
time  the  person  participated  personally  and 
substantially  in  a  procurement  function  (to 
the  extent  to  which  subsection  (a)(1)  ap- 
plies) with  respect  to  a  contract  with  that 
entity:  or 

"(31  to  a  contractor  that  was  awarded  con- 
tracts by  the  Department  of  Defense  during 
the  preceding  fiscal  year  in  a  total  amount 
less  than  SI 00. 000. 

'(e)(1)  A  person  who  is  considering  the 
propriety  of  accepting  compensation  that 
might  place  the  person  in  violation  of  sub- 
section (a)  may.  before  acceptance  of  such 
compensation,  apply  to  the  Director  of  the 
Office  of  Government  Ethics  for  advice  on 
the  applicability  of  this  section  to  the  ac- 
ceptance of  such  compensation. 

"(2)  An  application  under  paragraph  (1) 
shall  contain  such  information  as  the  Direc- 
tor requires. 

"(f)  In  this  section: 

"(1)  The  term  'compensation'  includes  any 
payment,  gift,  benefit,  reward,  favor,  or  gra- 
tuity— 

"(A)  which  is  provided,  directly  or  indi- 
rectly, for  services  rendered:  and 

"(B)  which  is  valued  in  excess  of  S250  at 
the  prevailing  market  price. 

"(2)  The  term  'contractor'  means— 

"(A)  a  person  that  contracts  to  supply  the 
Department  of  Defense  with  goods  or  serv- 
ices: and 

"(B)  a  person  that  controls,  is  controlled 
by.  or  is  under  common  control  with,  a 
person  described  in  subparagraph  (A). 
Such  term  does  not  include  a  State  or  local 
government  or  an  organization  described  in 
section  501(c)(3)  of  the  Internal  Revenue 
Code  of  1954  which  is  exempt  from  taxation 
under  section  501(a)  of  such  Code. 

"(3)  The  term  procurement  function'  in- 
cludes, with  respect  to  a  contract,  any  func- 
tion relating  to— 

"(A)  the  negotiatioTi,  award,  administra- 
tion, or  approval  of  the  contract; 

"(B)  the  selection  of  a  contractor; 

"to  the  approval  of  changes  in  the  con- 
tract; 

"(D)  Qualily  assurance,  operational  and 
developmental  testing,  the  approval  of  pay- 
ment, or  auditing  under  the  contract;  or 
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"(E)  the  management  of  the  procurement 
program. 

"(4)  The  term  'armed  forces'  does  not  in- 
clude the  Coast  Guard. 

"(g)  For  the  purposes  of  this  section  and 
section  2397c  of  this  title,  a  member  or 
former  member  of  the  armed  forces  shall  be 
considered  to  have  been  separated  from  serv- 
ice in  the  Department  of  Defense  upon  the 
member's  discharge  or  release  from  active 
duty. 

"i!  2397c.   Defense  contractors:   requirements  con- 
cerning former  Department  of  Defense  officials 

"(a)(1)  With  respect  to  a  contractor  that 
during  a  fiscal  year  enters  into  contracts 
with  the  Department  of  Defense  for  the  pro- 
curement of  goods  and  services  in  amounts 
aggregating  $100,000  or  more,  each  contract 
for  procurement  of  goods  or  services  entered 
into  by  the  Department  with  that  contractor 
during  the  next  fiscal  year  shall  include  a 
proi>ision  under  which  the  contractor  agrees 
not  to  provide  compensation  to  a  person  if 
the  acceptance  of  such  compensation  by 
such  person  would  violate  section 
2397b(a)(l)ofthis  title. 

"(2)  Such  a  contract  shall  also  provide 
that  if  the  contractor  knowingly  violates  a 
contract  provision  required  by  paragraph 
(1)  the  contractor  shall  pay  to  the  United 
States,  as  liquidated  damages  under  the  con- 
tract, an  amount  equal  to  the  greater  of— 

"(A)  $100,000:  or 

"(B)  three  times  the  compensation  paid  by 
the  contractor  to  the  person  in  violation  of 
such  contract  provision. 

"(b)(1)(A)  Each  contractor  subject  during 
a  calendar  year  to  a  contract  term  described 
in  subsection  (a/  shall  submit  to  the  Secre- 
tary of  Defense  not  later  than  April  1  of  the 
next  year  a  report  covering  the  preceding 
calendar  year  Each  such  report  shall  list  the 
name  of  each  person  (together  with  other  in- 
formation adequate  for  the  Government  to 
identify  the  person)  who— 

"(i)  is  a  former  officer  or  employee  of  the 
Department  of  Defense  or  a  former  or  retired 
member  of  the  armed  forces:  and 

"(ii)  was  provided  compensation  by  that 
contractor  during  the  preceding  calendar 
year,  if  such  compensation  was  provided 
within  two  years  after  such  officer  employ- 
ee, or  member  left  service  in  the  Department 
of  Defense. 

"(B)  Each  such  listing  shall— 

"(i)  show  each  agency  in  which  the  person 
was  employed  or  served  on  active  duty 
during  the  last  two  years  of  the  person's 
service  in  the  Government; 

"(ii)  show  the  person  "s  job  titles  during  the 
last  two  years  of  the  person 's  service  in  the 
Government: 

"(Hi)  contain  a  full  and  complete  descrip- 
tion of  the  duties  of  the  person  during  the 
last  two  years  of  such  service:  and 

""(iv)  contain  a  description  of  the  duties 
(if  any)  that  the  person  is  performing  on 
behalf  of  the  contractor. 

""(2)  A  person  who  knowingly  fails  to  file  a 
report  required  by  paragraph  (1)  shall  be 
fined  not  more  than  $10,000. 

""(3)  The  Secretary  of  Defense  shall  review 
each  report  under  paragraph  (1)  to  assess 
the  report  for  accuracy  and  completeness 
and  for  the  purpose  of  identifying  possible 
violations  of  paragraph  (1)  or  section 
2397b(a)  of  this  title  or  of  a  contract  provi- 
sion required  by  subsection  (a).  The  Secre- 
tary shall  report  any  such  possible  violation 
to  the  Attorney  General. 

"(c)(1)  The  Director  of  the  Office  of  Gov- 
ernment Ethics  shall  have  access  to  the  re- 
ports submitted  under  subsection  (b)(1)  and 
shall  conduct  an  annual  random  review  of 


the  reports  for  violations  of  section  2397b(a) 
of  this  title  and  subsections  (a)  and  (b)(1). 

""(2)  Not  later  than  October  1  of  each  year, 
the  Director  shall  submit  to  Congress  a 
report  on  the  operation  of  this  section.  Each 
such  report  shall  include  the  findings  of  the 
Director  based  on  the  examination  of  re- 
ports for  the  preceding  calendar  year. 

"'(d)  This  section  does  not  apply  to  a  con- 
tract for  an  amount  less  than  $100,000. 

""(e)  The  definitions  set  forth  in  section 
2397b(f)  of  this  title  apply  to  this  section.". 

(2)  The  table  of  sections  at  the  beginning 
of  chapter  141  of  title  10,  United  States 
Code,  is  amended  by  inserting  after  the  item 
relating  to  section  2397a  the  following  new 
items: 

""2397b.  Certain  former  Department  of  De- 
fense procurement  officials: 
limitations  on  employment  by 
contractors. 

"2397c.  Defense  contractors:  requirements 
concerning  former  Department 
of  Defense  officials. ". 

(b)  Repeal.— Effective  on  the  effective  date 
of  this  section,  section  921  of  the  Defense 
Procurement  Improvement  Act  of  1985  (title 
IX  of  Public  Law  99-145:  10  U.S.C.  2397a 
note)  is  repealed. 

(c)  Effective  Dates.— 

(1)  In  general.— Subject  to  paragraphs  (1) 
and  (2).  this  section  and  the  amendments 
made  by  this  section  shall  take  effect  180 
days  after  the  date  of  the  enactment  of  this 
Act. 

(2)  Effective  date  for  regulatory  au- 
thority.—Subsection  (b)  of  section  2397b  of 
title  10.  United  States  Code,  as  added  by 
subsection  (a),  shall  take  effect  on  the  date 
of  the  enactment  of  this  Act.  The  Secretary 
of  Defense  shall  prescribe  and  publish  in  the 
Federal  Register  regulations  under  that  sub- 
section not  later  than  ISO  days  after  such 
date. 

<3>  Effect  on  E.\fPLOYMENT.—(A)  The 
amendments  made  by  this  section— 

(i)  do  not  preclude  the  continuation  of  em- 
ployment that  began  before  the  effective  date 
of  this  section  or  the  acceptance  of  compen- 
sation for  such  employment:  and 

(ii)  do  not.  except  as  provided  in  subpara- 
graph IB),  apply  to  a  person  whose  service 
in  the  Department  of  Defense  terminates 
before  the  effective  date  of  this  section. 

(B)  Subparagraph  (AXii)  does  not  pre- 
clude the  application  of  the  amendments 
made  by  this  section  to  a  person  with  re- 
spect to  service  in  the  Department  of  De- 
fense by  such  person  on  or  after  the  effective 
date  of  this  section. 

(4)  Effective  date  for  reporting  require- 
ment.—The  first  report  under  section 
2397c(c)(2)  of  title  10,  United  States  Code,  as 
added  by  subsection  (a),  shall  be  submitted 
not  later  than  October  1,  1987. 

Sf:<:   92S.   KEVllRf:.¥E.VTS  RELATISa  TO  I'.WEFl.M- 
TIZED  (OSTHAITIAL  ACTIO.W 

(a)  Limitation  on  Use  of  Funds  for  Unde- 
FiNiTizED  Contractual  Actions.— 

(1)  Limitation  on  use  of  funds.— (A)  On 
the  last  day  of  a  fiscal  quarter  during  a  cov- 
ered fiscal  year,  the  amount  of  funds  repre- 
sented by  undefinitized  contractual  actions 
(as  determined  under  paragraph  (3))  entered 
into  by  the  Secretary  of  Defense  (with  re- 
spect to  the  Defense  Logistics  Agency)  or  the 
Secretary  of  a  military  department  during 
the  reporting  period  with  respect  to  such 
quarter  may  not  exceed  10  percent  of  the 
amount  of  funds  represented  by  all  contrac- 
tual actions  entered  into  by  the  Secretary 
during  such  period. 
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(BJ  If  at  the  end  of  a  fiscal  Quarter  during 
a  covered  fiscal  year  the  amount  of  funds 
represented  by  undefinitized  contractual  ac- 
tions under  the  jurisdiction  of  a  Secretary 
that  were  entered  into  during  the  reporting 
period  with  respect  to  such  quarter  exceeds 
the  limit  established  in  subparagraph  (A), 
the  Secretary  may  not  enter  into  any  addi- 
tional undefinitized  contractual  actions 
until  the  end  of  the  following  quarter. 

(2)  Quarterly  reports  to  defense  commit- 
tees.—(AJ  During  each  covered  fiscal  year, 
the  Secretary  of  Defense  and  the  Secretaries 
of  the  military  departments  shall  each 
submit  to  the  defense  committees  a  report  at 
the  end  of  each  fiscal  year  quarter  concern- 
ing— 

li)  the  amount  of  funds  represented  by 
contractual  actions  under  the  jurisdiction 
of  the  Secretary  that  were  entered  into 
during  the  reporting  period  with  respect  to 
the  month  for  which  the  report  is  submitted: 
and 

(ii)  the  amount  of  such  funds  represented 
by  undefinitized  contractual  actions. 

(B)  A  report  required  by  subparagraph  (AJ 
shall  be  submitted  not  later  than  the  end  of 
the  45-day  period  beginning  on  the  first  day 
following  the  fiscal  year  quarter  for  which 
the  report  is  submitted. 

(Ci  The  first  reports  required  by  subpara- 
graph 'AJ  shall  be  with  respect  to  the  fiscal 
year  quarter  ending  on  December  31.  1986. 

(3)  Determination  of  amounts  of  contrac- 
tual ACTIONS.— For  purposes  of  this  section, 
the  amount  of  funds  represented  by  a  con- 
tractual action  shall  be— 

lAI  the  contractual  price:  or 

(B)  in  the  case  of  an  undefinitized  con- 
tractual action,  the  negotiated  overall  ceil- 
ing price. 

(41  Definitions.— For  purposes  of  this  sub- 
section: 

'A/  The  term  "covered  fiscal  year"  means 
fiscal  year  1987  or  1988. 

IB/  The  term  "defense  committees"  means 
the  Committees  on  Armed  Senices  and  on 
Appropriations  of  the  Senate  and  House  of 
Representatives. 

IC)  The  term  "reporting  period"  means, 
with  respect  to  any  month  of  a  covered 
fiscal  year,  the  period  beginning  on  the  first 
day  of  such  fiscal  year  and  ending  on  the 
last  day  of  such  month. 

IDI  The  term  "Secretary  concerned" 
means— 

li)  the  Secretary  of  Defense,  with  respect  to 
matters  concerning  the  Defense  Logistics 
Agency:  and 

Hi)  the  Secretary  of  a  military  depart- 
ment, with  respect  to  matters  concerning 
that  military  department. 

IE)  The  term  "undefinitized  contractual 
action"  has  the  meaning  given  such  term  in 
section  2325lg)  of  title  10,  United  States 
Code  las  added  by  section  3la)il)). 

lb)  Requirements  With  Respect  to  Unde- 
finitized Contractual  Actions.— 

ID  In  general.— IA)  Chapter  137  of  title 
10,    United   States    Code,    is    amended    by 
adding  at  the  end  the  following  new  section: 
"§2325.  Vndennitized  contractual  actions:  restric- 
tions 

"la)  In  General.— The  head  of  an  agency 
may  not  enter  into  an  undefinitized  con- 
tractual action  unless— 

"ID  the  request  to  the  head  of  the  agency 
for  authorization  of  the  contractual  action 
includes  a  description  of  the  anticipated 
effect  on  requirements  of  the  military  de- 
partment if  a  delay  is  incurred  for  purposes 
of  determining  contractual  terms,  specifica- 
tions, and  price  before  performance  is  begun 
under  the  contractual  action:  and 


"12)  the  contractual  action  provides  for 
determination  of  contractual  terms,  specifi- 
cations, and  price  by  the  earlier  of— 

"IA)  the  end  of  the  180-day  period  begin- 
ning on  the  date  that  the  contractual  action 
is  initiated:  or 

"IB)  the  date  on  which  the  amount  of 
funds  obligated  or  expended  under  the  con- 
tract is  equal  to  SO  percent  of  the  amount  of 
the  negotiated  overall  ceiling  price. 

"lb)  Limitation  on  Obligation  of  Funds.— 
ID  Except  as  provided  in  paragraph  12),  the 
contracting  officer  for  an  undefinitized  con- 
tractual action  may  not  expend  with  respect 
to  such  contractual  action  an  amount  that 
is  equal  to  more  than  50  percent  of  the  nego- 
tiated overall  ceiling  price  until  the  contrac- 
tual terms,  Specifications,  and  price  are  de- 
finitized  for  such  contractual  action. 

"12)  If  a  contractor  submits  a  proposal  to 
definitize  an  undefinitized  contractual 
action  before  an  amount  equal  to  more  than 
50  percent  of  the  negotiated  overall  ceiling 
price  is  expended  on  such  action,  the  con- 
tracting officer  for  such  action  may  not 
expend  with  respect  to  such  contractual 
action  an  amount  that  is  equal  to  more  than 
75  percent  of  the  negotiated  overall  ceiling 
price  until  the  contractual  terms,  specifica- 
tions, and  price  are  definitized  for  such  con- 
tractual action. 

"ic)  Inclv.sion  of  Son-Urgent  Require- 
ments.—Requirements  for  spare  parts  and 
support  equipment  that  are  not  needed  on 
an  urgent  basis  may  not  be  included  in  an 
undefinitized  contractual  action  for  spare 
parts  and  support  equipment  that  are 
needed  on  an  urgent  basis  unless  the  head  of 
the  agency  approves  such  inclusion  as 
being— 

"II J  good  business  practice:  and 

"12)  in  the  best  interests  of  the  United 
States. 

"(d)  Modification  of  Scope.— The  scope  of 
an  undefinitized  contractual  action  under 
which  performance  has  begun  may  not  be 
modified  unless  the  head  of  the  agency  ap- 
proves such  modification  as  being— 

"ID  good  business  practice:  and 

"12)  in  the  best  interests  of  the  United 
States. 

"le)  Allowable  Profit.— The  head  of  an 
agency  shall  ensure  that  the  profit  allowed 
on  an  undefinitized  contractual  action  for 
which  the  final  price  is  negotiated  after  a 
substantial  portion  of  the  performance  re- 
quired is  completed  reflects— 

"ID  the  reduced  cost  risk  of  the  contractor 
with  respect  to  costs  incurred  during  per- 
formance of  the  contract  before  the  final 
price  is  negotiated:  and 

"12)  the  reduced  cost  risk  of  the  contractor 
with  respect  to  costs  incurred  during  per- 
formance of  the  remaining  portion  of  the 
contract. 

"If)  Applicability.— TTiis  section  does  not 
apply  to  the  Coast  Guard  or  the  National 
Aeronautics  and  Space  Administration. 

"Ig)  Definition.— In  this  section,  the  term 
'undefinitized  contractual  action'  means  a 
new  procurement  action  entered  into  by  the 
head  of  an  agency  for  which  the  contractual 
terms,  specifications,  or  price  are  not  agreed 
upon  before  performance  is  begun  under  the 
action. ". 

IB)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 
"2325.  Undefinitized  contractual  actions:  re- 
strictions. ". 

12)  Effective  date.— Section  2325  of  title 
10,  United  States  Code  las  added  by  subsec- 
tion ia)ll)),  applies  to  undefinitized  con- 
tractual actions  that  are  entered  into  after 


the  end  of  the  30-day  period  iKginning  on 
the  date  of  the  enactment  of  this  Act. 

SEC.  9!S.  DKFK.ySE  ACVIISITIOS  CORPS. 

la)  In  General.— Part  II  of  subtitle  A  of 
title  10,  United  States  Code,  is  amended  by 
inserting  after  chapter  83  the  following  new 
chapter: 

•CHAPTER  84—DEFESSE  ACQL'ISITIOS  CORPS 
"Sec. 

"1611.  Establishment 
"1612.  Appointments. 
"SIS  1 1.  Establishment 

"(a)  Establishment.— There  is  in  the  De- 
partment of  Defense  a  Defense  Acquisition 
Corps  consisting  of  acquisition-related  posi- 
tions in  the  Office  of  the  Secretary  of  De- 
fense, the  military  departments,  and  the  De- 
fense Agencies  specified  in  regulations  pre- 
scribed by  the  Secretary  of  Defense.  The  head 
of  the  Defense  Acquisition  Corps  is  the 
Under  Secretary  of  Defense  for  Acquisition. 

"(b)  Number.— The  number  of  Defense  Ac- 
quisition Corps  positions  in  a  military  de- 
partment shall  be  determined  by  the  Secre- 
tary of  Defense. 
".*'  1612.  .Appointments 

'The  Secretary  of  Defense  shall  make  ap- 
pointments to  the  Defense  Acquisition  Corps 
from  the  best-qualified  military  personnel 
The  qualifications  of  such  personnel  shall  be 
established  based  on  levels  of  education,  ex- 
perience, and  training  and  performance  on 
examinations.". 

(b)  COMPENS.iTION  AND  PERSONNEL  MANAGE- 
MENT Initia  TI  VE.  — 

(1)  In  general.— The  Secretary  of  Defense 
shall  develop  a  plan  for  a  compensation  and 
personnel  management  initiative  to  en- 
hance the  professionalism  of  military  per- 
sonnel in  the  Defense  Acquisition  Corps. 

(2)  Report— The  Secretary  shall  submit  to 
Congress  a  report  describing  the  plan  devel- 
oped as  required  by  paragraph  ID  not  later 
than  April  15.  1987. 

ic)  Clerical  Amendment— The  tables  of 
chapters  at  the  beginning  of  subtitle  A  of 
such  title  and  at  iTje  beginning  of  part  II  of 
such  subtitle  are  each  amended  by  inserting 
after  the  item  relating  to  chapter  83  the  fol- 
lowing new  item: 

'•«/.  Defense  .Acquisition  Corps /*//". 

SEC.  nr.  DKf'KSSE  ACQt  l.>ilTIOM  \l\ERSITy. 

la)  Establishment.— The  Secretary  of  De- 
fense shall  establish  by  regulation  a  Defense 
Acquisition  Unii^ersily  that  includes  acqui- 
sition-related defense  schools  in  existence  on 
the  date  of  the  enactment  of  this  Act. 

lb)  Regulations.— The  regulations  estab- 
lishing the  Defense  Acquisition  University 
shall  include  the  following: 

(1)  Acquisition  specialties.— Provision  for 
separate  schools  within  the  University  with 
respect  to  various  acquisition  specialties, 
including  contracting,  logistics,  quality, 
program  management,  systems  engineering, 
production,  and  manufacturing. 

12)  Admission  standards.— Standards  and 
procedures  for  admission  to  the  University. 

13)  Curriculum  requirement.— A  require- 
ment that  each  student  at  the  University 
successfully  complete  a  central  curriculum 
of  contracting  and  acquisition  methodology. 

14)  Associated  programs.— Provision  for 
the  education  of  members  of  the  Defense  Ac- 
quisition Corps  through  programs  offered  in 
conjunction  with  or  in  lieu  of  attendance  at 
the  University. 

SEC  »2H.  BIDCETISG  FOR  BEFESSE  ISFL.ATIOS. 

la)  In  General.— id  Chapter  131  of  title 
10,  United  States  Code,  is  amended  by 
adding  at  the  end  the  following  new  section: 


24032 


CONGRESSIONAL  RECORI>— HOUSE 


"82214.  BmtteU»§  mud  mtfrnmOmt  fmr  inOmticm 

"(al  IsnATioM  m  Defense  BuzKsrnfia.—In 
preparing  the  budget  of  the  Department  of 
Defense  to  be  included  in  the  budget  the 
President  submitt  to  Congress  under  section 
llOS  of  title  31  for  any  fiscal  year,  the  Secre- 
tary of  Defense  shall  set  out  separately  for 
each  budget  account  the  portion  of  the 
amount  retjuested  for  that  account  that  is 
required  to  offset  estimated  inflation. 

"(bJ  LanTATioH  ON  AN  Amount  Requested 
TO  Offset  Estimated  Inflation.— The  total 
amount  requested  in  such  budget  as  required 
to  offset  estimated  inflation  on  purchases  of 
property  and  services  by  the  Department  of 
Defense  (other  than  purchases  of  fuel  and 
foreign  currency  and  amounts  requested  for 
pay  and  retirement  benefits)  may  not  exceed 
the  amount  that  would  be  required  to  offset 
inflation  on  such  purchases  were  inflation 
to  be  estimated  at  the  rates  projected  in  the 
President's  budget  for  the  gross  national 
product  deflator. 

"(cJ  Comparisons  to  Prior  Fiscal  Years.— 
In  preparing  such  budget,  the  Secretary 
shall  set  out  separately  for  each  budget  ac- 
count a  comparison,  for  the  fiscal  year 
during  which  the  budget  is  submitted  and 
the  most  recently  completed  fiscal  year,  of 
the  portions  of  the  amounts  appropriated 
for  such  accounts  that  were  required  and  are 
currently  estimated  to  be  required  to  offset 
inflation. 

"tdJ  Identification  of  Inflation  Indexes.— 
If  the  amount  required  to  offset  inflation  for 
any  budget  account  in  any  fiscal  year 
shown  in  such  budget  (other  than  purchases 
and  amounts  excepted  in  subsection  (b))  is 
based  on  actual  or  projected  rates  of  infla- 
tion different  than  the  actual  or  projected 
rales  for  the  gross  national  product  deflator 
set  forth  in  such  budget,  the  Secretary  shall 
include  in  the  budget  a  description  of  the  in- 
flation index  used  and  a  justification  for  its 
use,  together  with  an  estimate  of  the  amount 
required  to  offset  inflation  for  such  account 
using  the  actual  and  projected  rates  for  the 
gross  national  product  deflator  set  forth  in 
such  budget 

"(e)  Program  Adjustments.— If  any  pro- 
gram adjustment  is  proposed  to  or  made  by 
Congress  with  respect  to  the  amount  request- 
ed or  made  available  for  any  budget  ac- 
count, the  Secretary  shall  identify  the  effect 
of  such  adjustment  on  that  portion  of  such 
amount  that  wcu  required  to  offset  infla- 
tion. 

"(f)  Inflation  Fund.—(1)  There  is  estab- 
lished in  the  Treasury  a  fund  to  be  known  as 
the  'Defense  Inflation  Fund'.  The  fund  shall 
be  administered  by  the  Secretary  of  Defense. 
As  part  of  the  budget  of  the  Department  of 
Defense  to  be  included  in  the  President's 
budget  submitted  to  Congress,  the  Secretary 
shall  report— 

"(A)  the  balance  then  in  the  fund;  and 

"(B)  the  amounts  estimated  to  be  paid 
from  the  fund  to  offset  inflation  in  each 
budgetary  account 

"(2)  Amounts  appropriated  for  a  fiscal 
year  to  cover  amounts  required  to  offset  in- 
flation in  major  defense  acquisition  pro- 
grams shall  6e  appropriated  to  the  fund. 

"(3)  Subject  to  paragraph  14),  amounts  in 
the  fund  shall  6c  used  by  the  Secretary  of  De- 
fense without  fiscal  year  limitation  to  meet 
costs  for  inflation— 

"(A)  under  contracts  subject  to  section 
2408  of  thU  title,  to  the  extent  that  those 
costs  are  authorised  to  be  paid  by  contract 
proxrisions  required  by  that  section;  and 

"(B)  for  that  portion  of  spending  for 
major  defense  acquisition  programs  that  is 
not  made  under  contracts  subject  to  section 
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2408  of  this  title,  in  accordance  with  proce- 
dures approved  by  the  Secretary  of  Defense. 

"(4)  Amounts  in  the  fund  may  not  be  used 
to  meet  the  costs  of  changes  in  contract 
prices  due  to  changes  in  the  specification  of 
the  property  or  services  being  purchased. 

"(S)  In  this  suluection,  the  term  'major  de- 
fense acquisition  program'  means  a  Depart- 
ment of  Defense  procurement  program— 

"(A)  that  is  designated  by  the  Secretary  of 
Defense  as  a  major  defense  acquisition  pro- 
gram; or 

"(B)  that  is  estimated  by  the  Secretary  of 
Defense  to  require  an  eventual  total  expend- 
iture for  procurement  of  more  than 
$1,000,000,000  (based  on  fiscal  year  1980 
constant  dollars). ". 

(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 
"2214.  Budgeting  and  accounting  for  infla- 
tion. ". 

(b)  Effective  Date.— Section  2214  of  title 
10,  United  States  Code,  as  added  by  subsec- 
tion (a),  shall  take  effect  with  respect  to 
fiscal  year  1988. 

SEC.    «a     INFLATIOS    ADJL'STMEST    CLAl'SES    /,V 
MAJOR  PROriREMENT  CO.yTRACTS. 

(a)  Contract  Clause  Required.— (1)  Chap- 
ter 141  of  title  10,  United  States  Code,  is 
amended  by  adding  at  the  end  the  following 
new  section: 

"§2408.    MnjoT  procurement  contracts:  economic 
price  adJutlmenl  clause* 

"(a)  Required  Contract  Clauses.— The 
Secretary  of  Defense  shall  require  that  each 
major  procurement  contract  include  an  eco- 
nomic price  adjustment  clause  providing  for 
adjustments  in  contract  prices  to  compen- 
sate for  inflation  over  the  life  of  the  con- 
tract 

"(b)  Limitations.— An  economic  price  ad- 
justment clause  included  in  a  contract  pur- 
suant to  subsection  (a)— 

"(1)  may  not  be  based  on  an  index  or  indi- 
ces measuring  inflation  for  a  sector  of  the 
economy  in  which  purchases,  or  wages  paid, 
by  the  contractor  constitute  more  than  20 
percent  of  total  purchases  or  wages  paid; 

"(2)  may  not  be  based  on  an  index  or  indi- 
ces measuring  inflation  for  a  sector  of  the 
economy  in  which  purchases  for  national  se- 
curity or  military  purposes,  or  wages  paid 
by  contractors  with  the  Department  of  De- 
fense or  their  subcontractors,  are  predomi- 
nant, unless  the  Committees  on  Armed  Serv- 
ices of  the  Senate  and  House  of  Representa- 
tives have  been  notified  in  writing  of  a  pro- 
posal to  base  a  clause  on  such  an  index  or 
indices  and  30  days  of  continuous  session  of 
Congress  have  expired  following  the  date 
such  notice  is  received;  and 

"(3)  may  not  permit  to  be  included  as  in- 
flation under  the  contract  a  change  in  con- 
tract prices  due  to  changes  in  the  specifica- 
tions of  the  property  or  service  l>eing  pur- 
chased, except  that  if  any  such  change  in 
prices  becomes  effective,  the  contract  may 
provide  for  adjustment  in  the  change  in 
price  to  compensate  for  inflation  over  the 
remaining  life  of  the  contract 

"(c)  Definition.— In  this  section,  the  term 
"major  procurement  contract'  meaiis  a  con- 
tract (other  than  a  cost  reimbursement  con- 
tract) for  the  purchase  of  property  or  serv- 
ices awarded  after  using  procedures  other 
than  sealed  bid  procedures  which  is  per- 
formable  over  a  period  greater  than  two 
years  and  which— 

"(1)  is  a  prime  contract  under  a  major  de- 
fense acquisition  program  for  the  purposes 
of  section  2214  of  this  title;  or 

"(2)  is  an  associate  or  Government-fur- 
nished  equipment   contract   under  such   a 


major  defense  acquisition  program  which  is 
one  of  the  six  largest  contracts  under  such 
program  in  dollar  amount  and  which  is  for 
an  amount  in  excess  of  $2,000,000. ". 

(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 
"2408.    Major  procurement   contracts:  eco- 
nomic       price        adjustment 
clauses. ". 

(b)  Effective  Date.— Section  2408  of  title 
10,  United  States  Code,  as  added  by  subsec- 
tion (a),  shall  apply  with  respect  to  con- 
tracts entered  into  after  the  end  of  the  180- 
day  period  beginning  on  the  date  of  the  en- 
actment of  this  Act 

SEC.  «M  €40  REPOKT  ON  IMPLEMENTATION  OP  DE- 
FENSE BVDGBTINC  FOR  INPLA  TION. 

The  Comptroller  General  shall  periodical- 
ly report  to  Congress  on  implementation  by 
the  Department  of  Defense  of  the  require- 
ments of  sections  2214  and  2408  of  title  10, 
United  States  Code,  as  added  by  the  amend- 
ments made  by  sections  928(a)  and  929(a). 
Each  such  report  shall  include  any  recom- 
mendations of  the  Comptroller  General  for 
further  legislative  aetion. 

SEC.  Ul.  GAO  REPOKT  ON  DEFENSE  FINANCIAL  MAN- 
AGEMENT SYSTEM. 

(a)  Report.— The  Comptroller  General 
shall  sulmiit  to  Congress  a  report  setting 
forth  a  proposed  financial  management 
system  for  the  Department  of  Defense.  The 
proposed  financial  management  system 
shall  be  designed  to  reconcile- 

(1)  funds  appropriated  or  otherwise  made 
available  to  the  Department  of  Defense,  with 

(2)  funds  obligated  by  the  Department 

(b)  Deadune  for  Report.— The  report  re- 
quired by  subsection  (a)  shall  6c  sultmilted 
not  later  than  the  end  of  the  six-month 
period  beginning  on  the  date  of  the  enact- 
ment of  this  Act 

SEC.  932.  CODIFICATION  OF  REQUIREMENT  FOR 
PERIODIC  REPORTS  ON  VNOBUGATED 
BALANCES 

(a)    Periodic   Reports    on    Unobugated 
Balances.— (1)    Chapter    131    of    title    10, 
United  States  Code,  is  amended  by  adding 
al  the  end  the  following  new  section: 
"§22li.  Reports  on  nnoUigated  balances 

"(a)  Required  Reports.— The  Secretary  of 
Defense  shall  submit  to  the  Committees  on 
Armed  Services  of  the  Senate  and  House  of 
Representatives  reports  (at  the  times  speci- 
fied under  subsection  (d)>  containing  an  es- 
timate of  the  amount  of  funds  in  each  ap- 
propriation account  of  the  Department  of 
Defense  that  at  the  time  of  the  report— 

"(1)  is  available  for  obligation;  and 

"(2)  is  in  excess  of  the  amount  needed  to 
carry  out  the  programs  for  which  the  funds 
were  appropriated. 

"(b)  Matters  To  Be  Included.— Each 
report  under  subsection  (a)  shall  include,  set 
forth  separately  for  each  account,  estimates 
of  amounts  attributable  to— 

"(1)  inflation  samngs; 

"(2)  foreign  currency  savings; 

"(3)  excess  working  capital  fund  cash;  and 

"(4)  all  other  samngs. 

"(c)  Unanticipated  Cost  Increases.— Each 
such  report  shall  also  identify  unanticipated 
cost  increases  resulting  from  adverse  eco- 
nomic trends. 

"(d)  Submission  of  Reports.— A  report 
under  this  section  shall  be  submitted  to  Con- 
gress each  year— 

"(1)  with  the  President's  budget  for  the 
next  fiscal  year; 

"(2)  with  the  April  Budget  Update;  and 

"(3)  with  the  Mid-Session  Budget 
Review.". 
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12)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 
"221S.  Reports  on  unobligated  balances. ". 

(b)  Repeal  of  Soubce  Law.— Section  1407 
of  the  Department  of  Defense  Authorisation 
Act.  1986  (Public  Law  99-14S;  99  Stat  74S). 
is  repealed. 

SSC.  $13.  CEKTIFICATION  OF  ALLOWABLE  INDIRECT 
COSTS, 
(a)    STRENGmENING    OF    CERTIFICATION    RE- 
QUIREMENT.—SubseCtiOn    (h)  of  section   2324 

of  title  10,  United  States  Code,  is  amended 
to  read  as  follows: 

"(hXl)  A  contractor  that  .submits  a  pro- 
posal for  interim  or  final  settlement  of  indi- 
rect costs  applicable  to  a  covered  contract 
shall  be  required  to  certify  that  all  indirect 
costs  included  in  the  proposal  are  allowable. 
Any  such  certification  shall  be  in  the  form 
prescribed  in  paragraph  12). 

"(2)  The  certification  required  by  para- 
graph (1)  is  as  follows: 

•'  'CERTIFICATE  OF  OVERHEAD  COSTS 

"  'This  is  to  certify  that 

"  '1.  I  have  reviewed  the  indirect  cost  pro- 
posal sulmiitted  with  this  certification. 

"  '2.  All  costs  included  in  this  proposal  to 
establish  (billing)  (final  indirect  cost  rates) 
for  (identify  period)  are  allowable  in  accord- 
ance with  the  requirements  of  contracts  to 
which  they  apply  and  with  the  cost  princi- 
ples of  the  Department  of  Defense  applicable 
to  those  contracts. 

"  '3.  This  proposal  does  not  include  any 
costs  which  are  unallowable  under  applica- 
ble cost  principles  of  the  Department  of  De- 
fense, such  as  (without  limitation):  advertis- 
ing and  public  relations  costs  (contributions 
and  donations),  entertainment  costs,  fines 
and  penalties,  lobbying  costs,  defense  of 
fraud  proceedings,  and  goodwilL 

"'4.  All  costs  included  in  this  proposal 
benefit  the  Department  of  Defense  and  are 
demonstrably  related  to  or  necessary  for  the 
performance  of  each  Department  of  Defense 
contract  covered  by  the  proposal 

"  7  declare  under  penalty  of  perjury  that 
the  foregoing  is  true  and  correct '. 

"(3)  Such  certification  shall  identify  the 
contractor  and  be  signed  by  the  chief  finan- 
cial officer  of  the  contractor. ". 

(b)  Effective  Date.— The  amendment 
made  6y  subsection  (a)  shall  apply  with  re- 
spect to  contracts  entered  into  after  the  end 
of  the  90-day  period  t>eginning  on  the  date  of 
the  enactment  of  this  Act 

SEC.  tU.  COMPETITIVE  PROTOTYPE  STRATEGY  RE- 
QUIREMENT FOR  MAJOR  DEFENSE  AC- 
QVISmON  PROGRAMS 
(a)  ESTABUSHMENT  OF  REQUIREMENT.— 

(1)  In  general.— Chapter  139  of  title  10. 
United  States  Code,  is  amended  by  €idding 
at  the  end  the  following  new  section: 
S23«2.  Competitice  prot»tgpe  itrmten  retmirememt 

tw  mai»r  defeiue  meqmuUmm  profmrnM 

"(a)  Competitive  Prototype  Strategy  Re- 
QWREMENT.— Except  as  provided  in  subsec- 
tion (c),  the  Secretary  of  Defense  shall  re- 
quire the  use  of  a  competitive  prototype  pro- 
gram strategy  in  the  development  of  a  major 
weapons  system  (or  a  svltsystem  of  such 
system). 

"(b)  Quaufying  strategies.— a  strategy 
qualifies  as  a  competitive  prototype  strategy 
ifit— 

"(1)  requires  that  contracts  6e  entered  into 
iDith  not  less  than  two  contractors,  using  the 
same  combat  performance  requirements,  for 
the  competitive  design  and  manufacture  of 
a  prototype  system  or  s^U>system  for  oper- 
ational test  and  evaluation; 

"(2)  requires  that  all  systems  or  subsys- 
tems developed  under  contrticts  descrH>ed  in 


paragraph  (1)  be  tested  in  a  comparative 
side-by-side  test  that  is  designed  to— 
"(A)  reproduce  combat  conditions;  and 
"(B)  determine  which  system  or  subsystem 
is  most  effective  under  such  conditions;  and 
"(3)  requires  that  each  contractor  that  de- 
velops  a   prototype  system   or  subsystem, 
t>efore  the  testing  described  in  subparagraph 
(B)  is  begun,  submit— 

"(A)  tiids  for  fuU-scale  engineering  devel- 
opment; 
"(B)  production  estimates:  o»id 
"(C)  if  appropriate,  fixed-price  or  not-to- 
exceed  production  price  options. 

"(c)  Exception.— Subsection  (a)  shall  not 
apply  to  the  development  of  a  major  xoeap- 
ons  system  (or  subsystem  of  such  system) 
after— 
"(I)  the  Secretary  submits  to  Congress— 
"(A)  written  notification  that  use  of  a 
competitive  prototype  program  strategy  is 
not  practicable  with  respect  to  such  system 
or  subsystem;  and 

"(B)  a  report  that  fully  explains  why  use 
of  such  a  strategy  is  not  practicable,  includ- 
ing— 

"(i)  detailed  cost  estimates  comparing  the 
total  program  cost  of  the  competitive  proto- 
type strategy  with  the  total  program  cost  of 
the  non<ompetitive  prototype  strategy;  and 
"(HI  a  demonstration  that  the  total  pro- 
gram cost  of  the  competitive  prototype  strat- 
egy is  significantly  greater  than  the  total 
program  cost  of  the  non-competitive  proto- 
type strategy;  and 

"(2)  30  days  of  continuous  session  of  Con- 
gress elapse  after  the  Secretary  submits  the 
notification  and  report  required  by  para- 
graph (1). 
"(d)  Definitions.— In  this  section: 
"(1)  Major  weapons  system.— The  term 
'major  weapons  system'  means  a  major 
weapons  system  that  is  acquired  under  a 
program  that  is  a  major  defense  acquisition 
program. 

"(2)  Major  defense  acquisition  program.— 
The  term  'major  defense  acquisition  pro- 
gram' means  a  Department  of  Defense  ac- 
quisition program  that— 

"(A)  is  not  a  highly  sensitive  classified 
program  (as  determined  by  the  Secretary  of 
Defense);  and 

"(B)  that  is  estimated  by  the  Secretary  of 
Defense  to  require  an  eventual  total  expend- 
iture for  research,  development  test  and 
evaluation  of  more  than  $200,000,000  (based 
on  fiscal  year  1980  constant  dollars). ". 

(2)  Clerical  amendment.— The  table  of  sec- 
tions at  the  tteginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  item: 

"2362.    Competitive   prototype  strategy   re- 
quirement for  major  defense  ac- 
quisition programs. ". 
(b)  Effective  Date.— Section  2362  of  title 
10,  United  States  Code  (as  added  by  subsec- 
tion (a)(1)),  shall  apply  to  major  toeapons 
systems  (as  defined  in  subsection  (c)(1)  of 
such  section)  that  enter  the  advanced  devel- 
opment stage  after  September  30,  1^86. 

SEC.  Mi  RELEASE  OF  TECHNICAL  DATA. 

(a)  In  General.— ChapUr  137  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  sectiorv 
"92326.  Releote  of  teehnieal  data 

"(a)  In  General.— 

"(1)  Release  of  data.— The  Secretary  of 
Defense  shall  if  required  to  release  technical 
data  under  section  552  of  title  5,  release 
technical  data  to  a  person  requesting  such  a 
release  if  such  person  pays  all  reasonable 
costs  attributable  to  search  and  duplication. 

"(2)  Regulations.— TTie  Secretary  of  De- 
fense shall  prescribe  regulations,  pursuant 


to  notice  and  receipt  of  public  comment 
specifying  a  uniform  schedule  of  fees  under 
this  section.  The  fees  established  in  such 
schedule  may  not  exceed  comparable  fees  es- 
tablished under  section  9701  of  title  31. 

"(b)  Disposition  OF  Costs.— Amounts  col- 
lected under  this  section  shall  be  retained  try 
the  collecting  agency  and  shall  be  used  to  re- 
imburse the  costs  incurred  in  complying 
with  requests  for  technical  data. 

"(c)  WAJVER.—The  Secretary  of  Defense 
shall  jooice  the  payment  of  costs  required  by 
subsection  (a)  which  are  in  addition  to  costs 
under  section  552  of  title  5  if— 

"(1)  the  request  is  made  by  a  citizen  of  the 
United  States  or  a  United  States  corpora- 
tion, and  such  citizen  or  corporation  certi- 
fies that  the  technical  data  requested  is  re- 
quired to  enable  such  citizen  or  corporation 
to  sulrmit  an  offer  or  determine  whether  it  is 
capable  of  submitting  an  offer  to  provide  the 
product  to  which  the  technical  data  relates 
to  the  United  States  or  a  contractor  uiith  the 
United  States; 

"(21  the  release  of  technical  data  is  re- 
quested in  order  to  comply  urith  the  terms  of 
an  international  agreement  or 

"(3)  the  Secretary  determines,  in  accord- 
ance with  section  S52(a/(4)(A)  of  title  5,  that 
such  a  waiver  is  in  the  interests  of  the 
United  States. 

"(d)  Technical  Data.— In  this  section,  ttie 
term  'technical  data'  means  formulae,  de- 
signs, dravnngs,  blueprints,  technical  Tnanu- 
als,  or  computer  software. ". 

(2)  Clerical  amendment.— The  table  of  sec- 
tions at  the  t)eginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  item: 
"2326.  Release  of  technical  data. ". 

(b)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  at  the 
end  of  tfie  90-day  period  beginning  on  the 
date  of  the  enactment  of  this  Act 

SEC.  93S.  THRESHOLDS  FOR  CERTAIN  REQUIRE- 
MENTS  RELATING  Til  SMALL  PIR- 
CHASES 

(a)  No'ncE  Thresholds.— 

(II  Small  business  act.— Subparagraph  (A) 
of  section  8(e)(1)  of  the  Small  Business  Act 
(IS  U.S.C.  637(e)(1)(A))  is  amended— 

(A)  by  sinking  out  'tlO.OOO"  each  place 
such  term  appears  in  subparagraph  (A)  and 
inserting  in  lieu  thereof  "t 25.000"; 

(B)  by  striking  out  "or"  at  the  end  of 
clause  (i); 

(C)  by  striking  out  the  comma  at  the  end 
of  clause  (ii)  and  inserting  in  lieu  thereof  "; 
or";  and 

(D)  by  inserting  after  clause  (ii)  the  fol- 
lowing new  clause: 

"(Hi)  solicit  tnds  or  proposals  for  a  con- 
tract for  property  or  services  for  a  price  ex- 
pected to  exceed  tlO.OOO.  if  there  is  not  a 
reasonable  expectation  that  not  less  than 
two  offers  will  be  received  from  responsive 
and  responsible  offerors, ". 

(2)  Office  of  federal  procurement  poucy 
Acr.—Subparagraph  (A)  of  section  18(a)(1) 
of  the  Office  of  Federal  Procurement  Policy 
Act  (41  U.S.C.  416(a)(1)(A))  is  amended- 

(A)  by  striking  out  "$10,000"  each  place 
such  term  appears  in  subparagraph  (A)  and 
inserting  in  lieu  thereof  "$25,000"; 

(B)  by  striking  out  "or"  at  the  end  of 
clause  (i); 

(C)  by  striking  out  the  comma  at  the  end 
of  clause  (ii)  and  inserting  in  lieu  thereof  "; 
or";  and 

(D)  by  inserting  after  clause  (ii)  the  fol- 
lowing new  clause: 

"(Hi)  solicit  trids  or  proposals  for  a  con- 
tract for  property  or  services  for  a  price  ex- 
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pected  to  exceed  $10,000.  if  there  is  not  a 
reasonable  expectation  that  not  less  than 
ttoo  offers  urill  be  received  from  responsive 
and  responsible  offerors, ". 

(b>  Small  Bvsmess  SET-AsroEs.—The  first 
sentence  of  subsection  <j)  of  section  IS  of  the 
Small  Business  Act  US  U.S.C.  644tjJJ  is 
amended  by  striking  out  "$10,000"  and  in- 
serting in  lieu  thereof  "2S,000". 
SEC.    M7.    SIBCO.VTRACTOR   ISFORMATIOS    TO   BE 

PKOriDED     TO    PROClREME\T    OIT- 

REACH  CE-VTERS. 

la)  Contractors  To  Fvrmish  Informa- 
tion.—(V  Chapter  142  of  title  10.  United 
States  Code,  is  amended— 

I  A)  by  redesignating  section  2416  as  sec- 
tion 241 7:  and 

IB  J  by  inserting  after  section  24  IS  the  fol- 
lounng  new  section: 

"§24 It.  Smheontmelor  information 

"(a}  The  Secretary  of  Defense  shall  require 
that  any  defense  contractor  in  any  year 
shall  provide  to  an  eligible  entity  with 
which  the  Secretary  has  entered  into  a  coop- 
erative agreement  under  this  chapter,  on  the 
request  of  such  entity,  the  information  spec- 
ified in  subsection  (b). 

"(b)  Information  to  be  provided  under 
subsection  (a)  is  a  listing  of  the  name  of 
each  appropriate  employee  of  the  contractor 
who  has  responsibilities  with  respect  to  en- 
tering into  contracts  on  behalf  of  such  con- 
tractor that  constitute  subcontracts  of  con- 
tracts being  performed  by  such  contractor, 
together  tmth  the  business  address  and  tele- 
phone numl)er  and  area  of  responsibility  of 
each  such  employee. 

"(c)  A  defense  contractor  need  not  provide 
information  under  this  section  to  a  particu- 
lar eligible  entity  more  frequently  than  once 
a  year. 

"(d)  In  this  section,  the  term  'defense  con- 
tractor', for  any  year,  means  a  person 
awarded  a  contract  with  the  Department  of 
Defense  in  that  year  for  an  amount  in  excess 
of  $100,000.  •. 

(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  striking  out 
the  item  relating  to  section  2416  and  insert- 
ing in  lieu  thereof  the  following  new  items: 
"2416.  Subcontractor  information. 
"241 7.  Regulations. ". 

(b)  Effective  Date.— Section  2416  of  title 
10,  United  States  Code,  as  added  by  subsec- 
tion (a),  shall  take  effect  on  January  1.  1987. 

SEC.  tig.  PRIORITY  FOR  DOMESTIC  FIRMS  WITH  RE- 
SPE(r  TO  DEFE.\SE  CO.\TR.A(rS. 

(a)  Establishment  of  Priority.- 

(1)  In  GENERAL.— Chapter  141  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 
"S240(t.  Contracts:  priority  for  domestic  Hrms 

"(a)  In  General.— The  Secretary  concerned 
shall  award  a  contract  to  a  domestic  firm 
that,  under  the  use  of  competitive  proce- 
dures, would  be  awarded  to  a  foreign  firm 
if- 

"(1)  when  completely  assembled,  not  less 
than  SO  percent  of  the  final  product  of  the 
domestic  firm  would  6e  domestically  pro- 
duced; and 

"(2)  the  difference  between  the  bids  sub- 
mitted by  the  foreign  and  domestic  firms  is 
not  more  than  five  percent 

"(b)  Waiver.— This  section  does  not  apply 
to  the  extent  to  which  the  Secretary  of  De- 
fense determines  that— 

"(1)  such  application  would  not  be  in  the 
public  interest;  or 

"(2)  compelling  national  security  consid- 
erations require  otherwise. ". 

(2)  Clerical  amendment.— The  table  of  sec- 
tions at  the  beginning  of  such  chapter  is 
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amended  by  adding  at  the  end  the  following 
new  item: 

"2408.  Contracts:  priority  for  domestic 
firms. ". 
(b)  Effective  Date.— Section  2408  of  title 
10.  United  States  Code  (as  added  by  subsec- 
tion (a)),  shall  apply  to  contracts  for  which 
solicitations  for  bids  are  issued  after  the 
date  of  the  enactment  of  this  Act. 

.SEC.  $39.  LIMITATI0.\  0\  AVAILABILITY  OF  EXCESS 
FC.WS. 

(a)  Unnecessary  Funds.— The  Secretary  of 
Defense  may  not  obligate  or  expend 
amounts  appropriated  to  the  Secretary,  for 
any  program,  project,  or  activity,  that  are  in 
excess  of  the  amount  needed  to  carry  out  the 
program,  project,  or  activity  for  which  such 
amounts  were  appropriated.  Excess 
amounts  that  may  not  be  obligated  or  ex- 
pended are— 

(1)  inflation  savings; 

(2)  excess  working  capital  fund  costs; 

(3)  foreign  currency  savings;  and 

(4)  all  other  savings. 

(b)  Failure  to  Obligate  Funds  Within 
Three  Years.— The  Secretary  of  Defense  may 
not  obligate  amounts  appropriated  to  the 
Secretary  for  any  program,  project,  or  activ- 
ity, for  which  a  contract  has  not  been  en- 
tered into  after  the  end  of  the  three-year 
period  beginning  on  the  date  that  such 
amounts  become  available  for  obligation  for 
such  program,  project,  or  activity. 

TITLE  X—GESERAL  PROYISIOSS 
Part  A— Financial  Matters 

SEC.  IMI.  TRA.SSFER  At  THORITY. 

(a)  Authority  to  Transfer  Authoriza- 
TiONS.—d)  Upon  determination  by  the  Secre- 
tary of  Defense  that  such  action  is  necessary 
in  the  national  interest,  the  Secretary  may 
transfer  amounts  of  authorizations  made 
available  to  the  Department  of  Defense  in 
this  division  between  any  such  authorisa- 
tions (or  any  subdivisions  thereof).  Amounts 
of  authorizations  so  transferred  shall  be 
merged  with  and  be  available  for  the  same 
purposes  as  the  authorization  to  which 
transferred. 

(2)  The  total  amount  of  authorizations 
that  the  Secretary  of  Defense  may  transfer 
under  the  authority  of  this  section  may  not 
exceed  $2,000,000,000. 

(b)  Limitations.— The  authority  provided 
by  this  section  to  transfer  authorizations— 

(1)  may  only  be  used  to  provide  authority 
for  items  that  have  a  higher  priority  than 
the  items  from  which  authority  is  trans- 
ferred; and 

(2)  may  not  be  used  to  provide  authority 
for  an  item  that  has  been  denied  authoriza- 
tion by  Congress. 

(c)  Effect  on  Obligation  Limitations.— A 
transfer  made  under  the  authority  of  this 
section— 

(1)  increases  by  the  amount  of  the  transfer 
(.he  obligation  limitation  provided  in  this 
division  on  the  account  (or  other  amount) 
thi^which  the  transfer  is  made;  and 

(2)  decreases  by  the  amount  of  the  transfer 
the  obligation  limitation  provided  in  this 
division  on  the  account  (or  other  amount) 
from  which  the  transfer  is  made. 

(d)  Notice  to  Congress.— The  Secretary  of 
Defense  shall  promptly  notify  Congress  of 
transfers  made  under  the  authority  of  this 
section. 

.SEC.  1902.  debt  COLLEITIOS. 

(a)  In  General.— Chapter  165  of  title  10. 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 
"S2780.  Debt  collection 

"(a)(1)  Subject  to  paragraph  (2),  the  Secre- 
tary of  Defense  shall  enter  into  one  or  more 


contracts  with  a  person  for  collection  serv- 
ices to  recover  indebtedness  owed  to  the 
United  States  Government  (arising  out  of 
activities  related  to  Department  of  Defense) 
that  is  delinquent  by  more  than  three 
months. 

"(2)  The  authority  of  the  Secretary  to  enter 
into  a  contract  under  this  section  for  any 
fiscal  year  is  subject  to  the  availability  of 
appropriations. 

"(3)  Any  such  contract  shall  provide  that 
the  person  submit  to  the  Secretary  a  status 
report  on  the  person's  success  in  collecting 
such  debts  at  least  once  each  six  months. 
Section  3718  of  title  31  shall  apply  to  any 
such  contract,  to  the  extent  not  inconsistent 
with  this  subsection. 

"(b)  The  Secretary  shall  disclose  to  con- 
sumer reporting  agencies,  in  accordance 
with  paragraph  (1)  of  section  3711(f)  of  title 
31,  information  concerning  any  debt  de- 
scribed in  subsection  (a)  of  more  than  $100 
that  is  delinquent  by  more  than  31  days. ". 

(b)  Clerical  Amendment.— The  table  of  sec- 
tions at  the  beginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  item: 

■2780.  Debt  collection.". 


sec.  1003.  limitatio.y  0.\  certais  spendisg  av- 
thority. 

A  provision  of  this  Act  (including  an 
amendment  made  by  this  Act)  under  which 
the  United  States  is  obligated  to  make  pay- 
ments to  a  person  or  government  who  meets 
the  requirements  established  by  law  for  such 
payments  may  only  be  construed  as  provid- 
ing authority  to  make  such  payments  if  the 
budget  authority  for  such  payments  is  pro- 
vided for  in  advance  by  appropriation  Acts. 

Part  B— Special  Operations  Matters 
SEC.  1011.  estabijshme\t  of  .\atio.\al  special 

OPER.ATIO.XS  AOB.WY 

(a)  Short  Title.— This  section  may  be 
cited  as  the  "Dan  Daniel  Special  Operations 
Forces  Act". 

(b)  Agency  Charter.— Chapter  8  of  title  10, 
United  States  Code,  is  amended— 

(1)  by  redesignating  section  191  as  section 
192;  and 

(2)  by  inserting  after  the  table  of  sections 
the  following  new  section: 

"#  191.  Sational  Special  Operations  Agency 

'(a)  Establishment.— (1)  There  is  hereby 
established  in  the  Department  of  Defense  the 
National  Special  Operations  Agency  (here- 
inafter in  this  section  referred  to  as  the 
'Agency').  The  head  of  the  Agency  shall  be  a 
Director,  who  shall  be  appointed  by  the 
President,  by  and  with  the  advice  and  con- 
sent of  the  Senate.  The  Director  may  not  be 
an  officer  of  the  armed  forces  on  the  active- 
duty  list. 

"(2)  The  Director  reports  directly  to  the 
Secretary  of  Defense  and  has  rank  in  the  De- 
partment of  Defense  equivalent  to  that  of  an 
Assistant  Secretary  of  Defense.  The  Director 
is  the  principal  adviser  to  the  Secretary  of 
Defense  and  the  Chairman  of  the  Joint 
Chiefs  of  Staff  for  all  matters  pertaining  to 
special  operations  forces  and  activities. 

"(b)  Authority  of  Director.— Subject  to 
the  authority,  direction,  and  control  of  the 
President  and  the  Secretary  of  Defense,  the 
Director— 

"(1)  shall  exercise  command  and  oper- 
ational control  of  all  special  operations 
forces  (including  reserve  component  forces) 
of  the  Department  of  Defense  (other  than 
those  forces  assigned  or  allocated  to  a  uni- 
fied combatant  command);  and 

"(2)  shall  be  responsible  for— 
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"(A)  all  training,  exercises,  plans,  and  doc- 
trine of  the  Department  of  Defense  relating 
to  special  operations,  including  professional 
military  education  and  preparation  for 
joint  staff  assignments;  and 

"IB)  all  special  operations  activities  (in- 
cluding special  operations  missioTis)  as- 
signed to  elements  of  the  Department  of  De- 
fense by  the  President  or  Secretary  of  De- 
fense. 

"(c)  DEPt/TY  Directors.— (1)  There  shall  be 
not  less  than  three  Deputy  Directors  of  the 
Agency.  The  Deputy  Directors  shall  in- 
clude— 

"(A)  a  Deputy  Director  for  Policy,  who 
shall  be  a  civilian; 

"(B)  a  Deputy  Director  for  Programs,  who 
may  be  a  civilian  or  an  officer  on  the  active- 
duty  list;  and 

"(C)  a  Deputy  Director  for  Operations, 
who  shall  be  an  officer  on  the  active-duty 
list  and  who  shall  serve  in  such  position  in 
a  grade  above  major  general  or  rear  admi- 
ral, if  appointed  to  such  grade  by  the  Presi- 
dent for  service  in  such  position  under  sec- 
tion 601  of  this  title. 

"(2)  Deputy  Directors  shall  be  selected  by 
the  Director,  except  that  officers  on  the 
active-duty  list  shall  be  selected  by  the  Di- 
rector in  accordance  with  procedures  ap- 
proved by  the  Secretary  of  Defense. 

"(d)  Assigned  Forces.— (1)  Notwithstand- 
ing any  other  provision  of  law,  the  Secretary 
of  Defense  shall  provide  that  all  special  op- 
erations forces  shall  be  assigned  to  the 
Agency.  The  Secretary  may  assign  or  allo- 
cate such  forces  from  the  Agency  to  a  com- 
Imtant  command. 

"(2)  Forces  assigned  to  the  Agency  shall  be 
organized  as  the  Joint  Special  Operations 
Command.  The  Deputy  Director  for  Oper- 
ations of  the  Agency  shall  be  the  commander 
of  the  Joint  Special  Oj>erations  Command. 

"(e)  Theater  Special  Operations  Forces.— 
(1)  The  Director  shall  assign  to  each  unified 
combatant  command  an  officer  to  serve  as 
the  theater  special  operations  commander. 
Such  officer  shall  also  be  the  liaison  of  the 
Agency  to  the  commander  of  the  command. 
The  theater  special  operations  commander 
assigned  to  a  unified  combatant  command 
is  under  the  command  of  the  commander  of 
that  command,  and  the  assignment  of  an  of- 
ficer to  a  position  as  theater  special  oper- 
ations commander  is  subject  to  the  approval 
of  the  commander  of  the  command. 

"(2)  The  commander  of  a  unified  combat- 
ant command  exercises  command  and  oper- 
ational control  of  special  operations  forces 
assigned  or  allocated  to  that  command. 
Except  in  the  case  of  elements  of  the  Navy 
assigned  to  fleet  operations,  such  operation- 
al control  shall  be  exercised  through  the  the- 
ater special  operations  commander. 

"(f)  Budget  Matters.— (1)  The  Secretary  of 
Defense  shall  provide  that  the  budget  justifi- 
cation documents  of  the  Department  of  De- 
fense for  any  fiscal  year  shall  be  prepared  so 
that  the  presentation  of  major  force  pro- 
grams in  those  documents  sets  out  funding 
for  all  activities  and  elements  of  the  Agency 
as  a  separate  major  force  program  category. 
"(2)  The  responsibility  for  preparation, 
justification,  and  execution  of  budgets  for 
the  Agency  shall  be  vested  solely  in  the  Di- 
rector. The  Director  shall  carry  out  such 
functions  in  accordance  with  guidance  fur- 
nished by  the  Secretary  of  Defense  and,  in 
carrying  out  such  functions,  shall  consider 
the  views  and  recommendations  of  the  com- 
manders of  the  combatant  commands. 

"(g)  Personnel.— The  Director  shall  have 
the  authority  to  select,  train,  and  assign 
military    and    civilian    personnel    of    the 


Agency  (including  the  personnel  of  forces  as- 
signed to  the  Agency). 

"(h)  Unauthorized  Activities.— This  sec- 
tion does  not  constitute  authority  to  con- 
duct any  activity  which,  if  carried  out  as  an 
intelligence  activity  by  the  Department  of 
Defense,  would  require— 

"(1)  a  finding  under  section  662  of  the  For- 
eign Assistance  Act  of  1961  (22  U.S.C.  2422); 
or 

"(2)  a  notice  to  the  intelligence  commit- 
tees under  section  501(a)(1)  of  the  National 
Security  Act  of  1947  (SO  U.S.C.  413). 

"(i)  Regulations.— The  Secretary  of  De- 
fense shall  prescribe  regulations  for  the  ac- 
tivities of  the  Agency.  Those  regulations 
shall  include  provisions  authorizing  the  Di- 
rector to  provide  for  operational  security  of 
special  operations  forces  and  activities.  The 
regulations  may  not  authorize  the  Agency  to 
engage  in  clandestine  foreign  intelligence 
collection  or  (except  in  time  of  war)  in 
covert  action  activities. 

"(j)  Special  Operations  Forces  Defined.— 
(1)  Except  as  provided  in  paragraph  (2),  the 
term  'special  operations  forces',  for  the  pur- 
poses of  this  section,  means  those  forces  of 
the  armed  forces  that— 

"(A)  are  identified  as  core  forces  or  as  aug- 
menting forces  in  the  Joint  Chiefs  of  Staff 
Joint  Strategic  Capabilities  Plan,  Annex  E, 
dated  December  17.  1985; 

"(B)  are  described  in  the  Terms  of  Refer- 
ence and  Conceptual  Operations  Plan  for 
the  Joint  Special  Operations  Command,  as 
in  effect  on  April  1,  1986;  or 

"(C)  are  designated  as  special  operations 
forces  by  the  Secretary  of  Defense. 

"(2)  Subject  to  paragraph  (3),  the  term 
'special  operations  forces'  does  not  include 
forces  identified,  described,  or  designated 
under  paragraph  (1)  that  the  Director  (in 
conjunction  with  the  Chairman  of  the  Joint 
Chiefs  of  Staff)  determines— 

"(A)  are  augmenting  forces  (rather  than 
core  forces);  and 

"(B)  are  not  necessary  to  the  performance 
of  nonpriority  special  operations  activities. 

"(3)  When  required  by  the  Director,  forces 
described  in  paragraph  (2)— 

"(A)  shall  immediately  be  assigned  or  oth- 
erwise made  available  to  the  Director;  and 

"(B)  shall  be  considered  to  be  special  oper- 
ations forces  for  the  purposes  of  this  section. 
The  Secretary  of  Defense  shall  ensure  that 
this  paragraph  is  implemented  so  as  to  give 
the  Director  clear  and  unambiguous  author- 
ity under  the  preceding  sentence. 

"(k)  Special  Operations  Activities  De- 
fined.—In  this  section,  the  term  'special  op- 
erations activities'  includes  each  of  the  fol- 
lowing insofar  as  it  relates  to  special  oper- 
ations: 

"(1)  Direct  action. 

"(2)  Strategic  reconnaissance. 

"(3)  Unconventional  warfare. 

"(4)  Foreign  internal  defense. 

"(5)  Civil  affairs. 

"(61  Psychological  operations. 

"(7)  Counterterrorism. 

"(8)  Drug  interdiction  (including  coordi- 
nation with  other  Government  agencies). 

"(9)  Humanitarian  assistance. 

"(10)  Theater  search  and  rescue. 

"(11)  Such  other  matters  as  may  be  speci- 
fied by  the  President  or  Secretary  of  De- 
fense. ". 

(c)  Clerical  Amendments.— The  table  of 
sections  at  the  beginning  of  such  chapter  is 
amended— 

(1)  by  redesignating  the  item  relating  to 
section  191  to  conform  to  the  redesignation 
made  by  paragraph  (IXA);  and 

(2)  by  inserting  before  such  item  the  fol- 
lowing new  item: 


"191.  National  Special  Operations  Agency.", 
(d)  Implementation.- 

(1)  Director.— The  nomination  of  an  indi- 
vidual for  appointment  as  Director  of  the 
National  Special  Operations  Agency  shall  be 
made  by  the  President  not  later  than  30  days 
after  the  date  of  the  enactment  of  this  Act 

(2)  AGENCY.-The  establishment  of  the  Na- 
tional Special  Operations  Agency,  including 
the  assignment  of  forces  to  the  Agency,  shaU 
be  completed  not  later  than  six  months  after 
the  date  of  the  enactment  of  this  Act 

(3)  Initial  funding.— The  Secretary  of  De- 
fense may  spend  unobligated  funds  appro- 
priated to  the  Depariment  of  Defense  for 
fiscal  years  before  fiscal  year  1987  in  such 
sums  as  necessary  in  order  to  carry  out  this 
section  and  section  191  of  title  10,  United 
States  Code,  as  added  by  subsection  (a). 

(4)  Personnel.— The  Secretary  of  Defense 
shall  provide  that  the  initial  assignment  of 
personnel  to  the  Agency  (including  military 
and  civilian  personnel)  shall,  to  the  maxi- 
mum extent  practicable,  be  made  from 
among  personnel  assigned  to  the  headquar- 
ters staffs  of  the  Department  of  Defense, 
military  departments,  and  military  services 
(including  the  Joint  Staff)  whose  functions 
are  rendered  redundant  by  the  establishment 
of  the  Agency. 

SEC.    1012.    SPECIAL    OPBRATIOSS   AIRUFT  READI- 

SESS 

(a)  Configuration  Control  of  Special  Op- 
erations Aircraft.— Funds  appropriated  or 
otherwise  made  available  to  the  Department 
of  Defense  for  fiscal  year  1987  for  the  devel- 
opment modification,  or  procurement  of 
special  operations  and  combat  rescue  air- 
craft shall  be  obligated  and  expended  subject 
to  the  following  requirements: 

11)  Pave  low  modification.— The  Secretary 
of  the  Air  Force  shall  develop  a  plan  that 
provides  that  during  the  modification  of 
the  airframes  for  the  HH-53H  helicopters, 
there  will  be  a  transition  from  the  Pave  Low 

III  Enhanced  configuration  to  the  Pave  Low 

IV  (HH-60H  Nighthawk)  configuration. 

(2)  HH-60A/MH-60X  development.— The 
Secretary  of  Defense  shall  designate  the  Air 
Force  as  the  Executive  Agent— 

(A)  for  the  development  of  a  joint-service 
HH-60A/MH-60X  aircraft  variant  for  spe- 
cial operations  and  combat  rescue  missions; 
and 

(B)  to  ensure  maximum  commonality  and 
economic  procurement  for  an  avionics  suite 
to  be  adapted  to  the  variant  airframe  select- 
ed by  the  Navy  for  those  missions. 

(3)  MH-47E  development.— The  Secretary 
of  the  Army  shall  carry  out  further  develop- 
ment of  the  MH-47E  special  operations  vari- 
ant of  the  CH-47D  helicopter- 

(A)  subject  to  full  and  open  competition; 
and 

(B>  so  that  such  helicopter  is  configured  to 
maximum  commonality  between  a  MH-47E 
and  the  joint-service  HH-60A/MH-60X  and 
Pave  Low  IV  aircraft  as  provided  in  para- 
graphs (11  and  (2). 

(4)  CV-22A  OSPREY  AND  MC-130H  sys- 
tems.—The  Secretary  of  the  Navy  shall  carry 
out  development  of  the  special  operations 
variant  of  the  CV-22A  Osprey  tUt-rotor  air- 
craft so  that— 

(A)  such  development  is  expedited  to  the 
maximum  extent  possible;  and 

(B)  the  configuration  of  such  aircraft  is 
conformed  to  the  maximum  extent  possible 
with  that  of  the  aircraft  referred  to  in  para- 
graphs (1),  (2),  and  (3)  and  the  MC-130H 
Combat  Talon  II  aircraft  currently  in  pro- 
duction. 
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(b)  Air  Force  HH-60A  Aircraft.— The  Sec- 
retary of  the  Air  Force  shall  retain  the  ini- 
tial HH-60A  test  aircraft  in  its  existing  con- 
figuration and  shall  make  such  aircraft 
available  as  necessary  for  joint-service  test- 
ing purposes  until  sufficient  numbers  of  air- 
craft under  the  programs  referred  to  in  para- 
graphs (1)  through  (4)  of  subsection  la)  have 
been  produced  in  a  common  configuration 
to  make  continued  use  of  such  HH-60A  air- 
craft for  such  testing  purposes  unnecessary. 
At  such  time,  such  aircraft  may  be  assigned 
for  operational  t«c  in  an  Air  Force  special 
operations/combat  rescue  squadroru 
Part  C— Reports 

SBC.  litl.  HSPOKT  OS  CHEMICAL  WEAPONS  DEMIU- 
TARtZATIOS  PROGRAM. 

(a)  Report  Requirement.— The  Secretary 
of  Defense  shall  submit  to  the  Committees 
on  Armed  Services  of  the  Senate  and  House 
of  Representatives  a  report  on  the  chemical 
voeapons  demilitarization  program  required 
by  section  1412  of  the  Department  of  Defense 
Authorization  Act,  1986  (Public  Law  99-145; 
99  Stat  747).  The  report  shall  describe- 

(1)  methods  for  carrying  out  such  program 
that  would  optimize  safety  considerations; 
and 

<2)  methods  for  carrying  out  such  program 
that  would  optimize  cost-effectiveness  con- 
siderations. 

Ibl  Deadune  for  Report.— The  report  re- 
quired by  subsection  (a J  shall  be  submitted 
not  later  than  February  1,  1987. 

SEC.  /•«.  REPORT  0.\  ARMY  DEBT  COLLECTION. 

(a)  Report  Requirement.— The  Secretary 
of  the  Army  shall  submit  to  Congress  a 
report  on  actions  of  the  Secretary  relating  to 
debt  collection  taken  as  a  result  of  the  iden- 
tification of  problems  with  such  debt  collec- 
tion in  the  report  of  the  General  Accounting 
Office  entitled  "Debt  Collection '.  dated  De- 
cember 13.  1985. 

lb  J  Deadune  for  Report.— The  report  re- 
quired by  subsection  (a)  shall  be  submitted 
not  later  than  the  end  of  the  60-day  period 
beginning  on  the  date  of  the  enactment  of 
thUAcL 

SEC.  IKX  REPORT  ON  LANDING  AREA  FOR  AV-HB 
HARRIER  AIRCRAFT  ON  IOWA  CLASS 
B.AJTLESHIP. 

Within  six  months  after  the  date  of  the  en- 
actment of  this  Act,  the  Secretary  of  Defense 
shall  submit  to  Congress  a  report  on  the  fea- 
sibility and  benefits  of  removing  the  rear 
turret  off  an  Iowa  class  battleship  to  create 
a  landing  area  for  A  V-8B  Harrier  aircraft 

SEC.  1924.  ANNCAL  REPORT  ON  SOVIET  ABM  TREATY 
COMPUANCE. 

Not  later  than  February  1,  1987,  and  not 
later  than  February  1  of  each  following  year, 
the  Secretary  of  Defense  shall  submit  to  the 
Congress  a  report  (in  both  classified  and  un- 
classified versions)  on  the  compliance  of  the 
Soviet  Union  with  the  1972  Treaty  on  the 
Limitation  of  Anti-Ballistic  Missile  Systems. 
The  report  shall  include— 

111  the  findings  of  the  Secretary  with  re- 
spect to  such  compliance  during  the  previ- 
ous year  including,  if  necessary,  the  military 
implications  of,  and  possible  United  States 
military  responses  to,  violations  by  the 
Soviet  Union  of  such  treaty;  and 

(2)  any  additional  information  the  Secre- 
tary considers  necessary  to  keep  the  Con- 
gress currently  informed  about  such  compli- 
ance. 

SEC.  IKi.  REPORT  ON  EFFORTS  TO  INCREASE  DE- 
FENSE CONTRACT  A  WARDS  TO  INDIAN- 
OWNED  BUSINESS. 

(a)  RepoRT.—The  Secretary  of  Defense 
^uUl  submit  to  Congress  a  report  on  the  ef- 
forts by  the  Department  of  Defense  during 
fiscal  year  1986  to  increase  defense  contract 
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awards  to  Indian-owned  businesses  in  ac- 
cordance with  the  memorandum  of  under- 
standing between  the  Department  of  Defense 
and  the  Small  Business  Administration  of 
September  29,  1983.  Such  report  shall  in- 
clude, to  the  maximum  extent  practicable, 
any  data  regarding  the  number  and  value  of 
prime  contracts  awarded  by  the  Department 
of  Defense  during  such  fiscal  year  to  such 
businesses. 

(b)  Deadune.— The  report  required  by  sub- 
section (a)  shall  be  submitted  no  later  than 
March  31,  1987. 

(cl  Indian-Owned  Business  Defined.— For 
purposes  of  this  section,  the  term  "Indian- 
owned  business"  means  a  firm  owned  and 
controlled  by  American  Indians,  including  a 
tribally  owned  for-profit  entity. 

.SEC.  laie.  REPfIRT  ON  GEOGRAPHIC  DISTRIBITION 
OF  DEFE.\SE  CONTRACTS 

(a)  Report— The  Secretary  of  Defense 
shall  submit  to  Congress  a  report  on  the  geo- 
graphic distribution  by  State  of  defense  con- 
tract awards  during  fiscal  years  1985  and 
1986.  Such  report  shall  include— 

11)  an  analysis  of  any  efforts  undertaken 
by  the  Department  of  Defense  to  reduce  dis- 
parities in  the  number  and  value  of  contract 
awards  between  geographic  regions  and  t)e- 
tween  States;  and 

12)  data  on  direct  purchases,  indirect  pur- 
chases, indirect  payroll,  total  defense  spend- 
ing, share  of  net  State  product  and  per 
capita  amounts  of  defense  outlays,  using  the 
Department  of  Defenses  Defense  Economic 
Impact  Modeling  System. 

(b)  Deadline.— The  report  required  by  sub- 
section (a)  shall  be  submitted  no  later  than 
March  31.  1987. 

SEC.  1027.  SE.\SE  OF  CO.\GRESS  EXPRf:S.SING  SIP- 
PORT  FOR  A  CENTRAL  ROLE  FOR  At  - 
CLEAR  RI.SK  REDCITION  CENTERS 

(a)  Congressional  Statements.— The  Con- 
gress— 

(1)  has  expressed  its  prior  support  for  the 
establishment  of  nuclear  risk  reduction  cen- 
ters; and 

(2)  supports  the  Presidents  willingness  to 
negotiate  an  agreement  with  the  Soviet 
Union  to  establish  such  centers  in  each 
nation. 

(b)  Sense  of  Congress.— It  is  the  sense  of 
Congress  that  if  an  agreement  on  nuclear 
risk  reduction  centers  is  signed,  the  United 
States  center  should  be  assigned  the  respon- 
sibility— 

(1)  for  ongoing  assignment  of  Federal  risk 
reduction  activities;  and 

12)  to  serve  as  the  locus  of  such  Federal  ac- 
tivities. 

Part  D— Miscellaneous 
sec.  1031.  t'se  oem  arise  mammals  for  national 

DEFENSE  Pl!RP*)SES 

la)  In  General.— Chapter  645  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 
"S  7524.  V$e  of  marine  mammati  for  national  de- 

feme  purpoxes 

"la)  In  General.— Notwithstanding  the 
Marine  Mammal  Protection  Act  of  1972  116 
U.S.C.  1361  et  seq.)  and  subject  to  subsection 
lb),  the  Secretary  of  Defense,  with  the  con- 
currence of  the  Secretary  of  Commerce  and 
after  consultation  unth  the  Marine  Mammal 
Commission  established  by  section  201  of 
such  Act  116  U.S.C.  1401),  may  authorize  the 
taking  of  not  more  than  25  marine  mam- 
mals each  year  for  national  defense  pur- 
poses. Any  mammal  taken  under  this  section 
shall  be  captured,  supervised,  cared  for, 
transported,  and  deployed  in  a  humane 
manner  consistent  with  conditions  estab- 
lished try  the  Secretary  of  Commerce. 


"lb)  Restrictions.— A  mammal  may  not  be 
taken  under  this  section  if  such  mammal  is 
determined  to  be  a  member  of  an  endan- 
gered or  threatened  species  under  section  4 
of  the  Endangered  Species  Act  of  1973  116 
U.S.C.  1533).". 

lb)  Clerical  Amendment.— The  table  of  sec- 
tions at  the  beginning  of  such  chapter  is 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"7524.  Use  of  marine  mammals  for  national 
defense  purposes. ". 

SEC.  mi  CONTRAIT SET-ASIDE  REQIIREMENTS 

la)  Set- Aside  Requirement.— Except  as 
provided  in  subsection  Id),  not  less  than  10 
percent  of  each  amount  described  in  subsec- 
tion lb)  shall  be  obligated  during  any  fiscal 
year  for  contracts  entered  into  with— 

11)  small  business  concerns  owned  and 
controlled  by  socially  and  economically  dis- 
advantaged individuals  las  defined  by  sec- 
tion 8ld)  of  the  Small  Business  Act  115 
U.S.C.  637ld))  and  regulations  issued  under 
such  section); 

12)  historically  Black  colleges  and  univer- 
sities; or 

13)  minority  institutions  las  defined  by 
the  Secretary  of  Education  pursuant  to  the 
General  Education  Provisions  Act  120  U.S.C. 
1221  et  seq.)). 

lb)  Amount  To  Be  Set- Aside.— The  require- 
ments of  subsection  la)  for  any  fiscal  year 
apply  to  each  of  the  following  amounts: 

ID  Funds  appropriated  to  the  Department 
of  Defense  for  such  fiscal  year  for  procure- 
ment 

12)  Funds  appropriated  to  the  Department 
of  Defense  for  such  fiscal  year  for  research, 
development  test,  and  evaluation. 

13)  Funds  appropriated  to  the  Department 
of  Defense  for  such  fiscal  year  for  military 
construction. 

14)  Funds  appropriated  to  the  Department 
of  Defense  for  operation  and  maintenance. 

Ic)  Technical  Assistance.— The  Secretary 
of  Defense  shall  provide  for  technical  assist- 
ance to  potential  contractors  descrilyed  in 
subsection  la).  Such  technical  assistance 
shall  include  information  about  the  set- 
aside  program,  advice  about  Department  of 
Defense  procurement  procedures,  assistance 
in  preparation  of  proposals,  and  such  other 
assistance  as  the  Secretary  considers  appro- 
priate. 

Id)  Applicability.— Subsection  la)  does  not 
apply— 

11)  to  the  extent  to  which  the  Secretary  of 
Defense  determines  that  compelling  nation- 
al security  considerations  require  otherwise: 
and 

12)  if  the  Secretary  making  such  a  determi- 
nation notifies  Congress  of  such  determina- 
tion and  the  reasons  for  such  determination. 

le)  CoMPETrrtvE  Procedures  and  Advance 
Payments.— In  carrying  out  the  requirements 
of  subsection  la),  the  Secretary  of  Defense 
shall- 

11)  solicit  bids  or  competitive  proposals  in 
a  manner  designed  to  achieve  fitll  and  open 
competition  for  the  procurement  and 

12)  to  the  extent  practicable  and  when  nec- 
essary to  facilitate  achievement  of  the  10 
percent  set-aside  requirement  described  in 
subsection  la),  make  advance  payments 
under  section  2307  of  title  10,  United  States 
Code,  to  contractors  described  in  subsection 
la). 

If)  Annual  Report.— 11)  Not  later  than 
May  1  of  each  fiscal  year,  the  Secretary  of 
Defense  shall  submit  to  Congress  a  report  on 
the  compliance  of  the  Secretary  with  the  re- 
quirements of  sutjsection  la)  during  the  pre- 
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ceding  fiscal  year.  Each  such  report  shall  in- 
clude— 

(A)  a  full  explanation  of  any  failure  to 
comply  with  such  requirements;  and 

(Bl  a  plan  to  remedy  such  failure. 

(2)  The  first  report  required  by  subsection 
(a)  shall  be  submitted  not  later  than  May  1, 
1987. 

(g)  Effective  Date.— This  section  applies 
to  each  of  fiscal  years  1987,  1988,  1989,  1990, 
and  1991. 

SEC.  I$J3.  REPORT  (M  HEALTH  CARE  FOR  CERTAIN 
ABUSED  DEPENDENTK 

(a)  The  Secretary  of  Defense  shall  submit  a 
report  to  the  Congress  no  later  than  Decem- 
ber 31,  1986,  on  the  desirability  of  establish- 
ing a  program  to  provide  one  year  of  medi- 
cal (including  mental  health)  and  dental 
care  to  the  dependents  of  military  members 
who  are  discharged  or  who  XMluntarily  leave 
the  service,  who  abused  their  dependents 
while  in  the  service,  and  whose  dependents 
require  mediccU  or  dental  care  as  a  result  of 
the  abuse. 

(b)  The  report  shall  include  (1)  data  on  the 
cost  and  the  estimated  number  of  persons 
that  would  be  eligible  for  medical  and 
dental  care  under  suttsection  (a),  and  (2)  a 
plan  to  implement  such  a  program. 

SEC  ItU.  REIMBVRSEMENT  FOR  INCIDEIVTAL  EX- 
PENSES INCURRED  WHILE  PROVIDING 
VOLUNTARY  SERVICES 

Section  1588  of  title  10,  UniUd  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  subsectioTL' 

"(c)  The  Secretary  of  the  military  depart- 
ment concerned  may  provide  for  reimburse- 
ment of  incidental  expenses  which  are  in- 
curred by  a  person  providing  voluntary 
services  under  subsection  (a)  as  an  ombuds- 
man or  for  a  family  service  center  program. 
Such  Secretary  shall  determine  which  ex- 
penses are  eligible  for  reimbursement  under 
this  subsectioiu  ". 

SEC.  ItlS.  DEFENSE  OF  LEGAL  MALPRACTICE  SUITS. 

(a)(1)  In  General.— Chapter  53  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 
"§  1051.  Defense  ofeertaiR  suits  arising  out  of  legal 

malpractice 

"(a)  The  remedy  against  the  United  States 
provided  by  sections  1346(b)  and  2672  of 
title  28  for  damages  for  injury  or  loss  of 
property  caused  by  the  negligent  or  wrongful 
act  or  omission  of  any  person  who  is  an  at- 
torney, paralegal,  or  other  member  of  a  legal 
staff  VDithin  the  Department  of  Defense  (in- 
cluding the  National  Guard  while  engaged 
in  training  or  duty  under  section  316,  502, 
503,  504,  or  505  of  title  32),  in  connection 
with  providing  legal  services  while  acting 
within  the  scope  of  the  person's  duties  or 
employment,  is  exclusive  of  any  other  civil 
action  or  proceeding  by  reason  of  the  same 
subject  matter  against  the  person  (or  the 
estate  of  the  person)  whose  act  or  omission 
gave  rise  to  such  action  or  proceeding. 

"(b)  The  Attorney  General  shall  defend 
any  civil  action  or  proceeding  brought  in 
any  court  against  any  person  referred  to  in 
subsection  (a)  (or  the  estate  of  such  person) 
for  any  such  injury.  Any  person  against 
whom  such  a  civil  action  or  proceeding  is 
brought  shaU  deliver,  within  sucft  time  after 
date  of  service  or  knowledge  of  service  as  de- 
termined by  the  Attorney  General,  all  proc- 
ess served  upon  such  person  (or  an  attested 
true  copy  thereof)  to  such  person's  immedi- 
ate superior  or  to  whomever  was  designated 
by  the  head  of  the  agency  concerned  to  re- 
ceive such  papers.  Such  person  shall  prompt- 
ly furnish  copies  of  the  pleading  and  process 
therein— 


"(1)  to  the  United  States  attorney  for  the 
district  embracing  the  place  wherein   the 
action  or  proceeding  is  brought; 
"(2)  to  the  Attorney  General;  and 
"(3)  to  the  head  of  the  agency  concerned. 
"(c)  Upon  a  certification  by  the  Attorney 
General  that  a  person  described  in  subsec- 
tion (a)  was  acting  in  the  scope  of  such  per- 
son's duties  or  employment  at  the  time  of 
the  incident  out  of  which  the  suit  arose,  any 
such  civil  action  or  proceeding  commenced 
in  a  State  court— 

"(1)  shall  be  removed  urithout  bond  at  any 
time  before  trial  by  the  Attorney  General  to 
the  district  court  of  the  United  States  of  the 
district  and  division  embracing  the  place 
wherein  it  is  pending;  and 

"(2)  shall  be  deemed  a  tort  action  brought 
against  the  United  States  under  the  provi- 
sions of  title  28  and  all  references  thereto. 
Should  a  United  States  district  court  deter- 
mine on  a  hearing  on  a  motion  to  remand 
held  before  a  trial  on  the  merits  that  the  case 
so  removed  is  one  in  which  a  remedy  by  suit 
within  the  meaning  of  subsection  (a)  is  not 
available  against  the  United  States,  the  case 
shaU  be  remanded  to  the  State  court 

"(d)  The  Attorney  General  may  compro- 
mise or  settle  any  claim  asserted  in  such 
civil  action  or  proceeding  in  the  manner 
provided  in  section  2677  of  title  28,  and  with 
the  same  effect 

"(e)  For  purposes  of  this  section,  the  provi- 
sions of  section  2680(h)  of  title  28  shall  not 
apply  to  a  cause  of  action  arising  out  of  a 
negligent  or  wrongful  act  or  omission  in  the 
provision  of  legal  assistance. 

"(f)  The  head  of  the  agency  concerned  may 
hold  harmless  or  provide  liability  insurance 
for  any  person  described  in  subsection  (a) 
for  damages  for  injury  or  loss  of  property 
caused  by  such  person's  negligent  or  wrong- 
ful act  or  omission  in  the  provision  of  au- 
thorised legal  assistance  while  acting  within 
the  scope  of  such  person's  duties  if  such 
person  is  assigned  to  a  foreign  country  or 
detailed  for  service  with  an  entity  other 
than  a  Federal  department  agency,  or  in- 
strumentality or  if  the  circumstances  are 
such  as  are  likely  to  preclude  the  remedies  of 
third  persons  against  the  United  States  de- 
scribed in  section  1346(b)  of  title  28,  for  such 
damage  or  injury. 

"(g)  In  this  section,  "head  of  the  agency 
concerned'  means— 

"(1)  the  Secretary  of  Defense  or  the  Secre- 
tary of  a  military  department;  or 
"(2)  the  Secretary  of  Transportation.  ". 
(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 
"1051.  Defense  of  certain  suits  arising  out  of 
legal  malpractice. ". 
(b)  Effective  Date.— Section  1051  of  title 
10,  United  States  Code,  as  added  by  subsec- 
tion (a),  shall  apply  only  to  claims  accruing 
on  or  after  the  date  of  the  enactment  of  this 
Act  regardless  of  when  the  alleged  negligent 
or  wrongful  act  or  omission  occurred. 

SEC.  /Mt  CORRECTION  OF  EFFECTS  OF  CONTAMINA- 
TION AT  ROCKY  MOUNTAIN  ARSENAL 

(a)  In  General— 

(1)  Use  OF  AMOUNTS  RECEIVED  FROM  UTIOA- 

TION.— Any  amounts  received  as  the  result  of 
the  litigation  described  in  paragraph  (2) 
(whether  from  a  judgment  rendered  in  such 
litigation  or  from  a  settlement  of  such  liti- 
gation) shall  be  available,  without  fiscal 
year  limitation,  to  the  Secretary  of  the  Army 
only  for  purposes  of  correcting  the  effects  of 
contamination  at  the  Rocky  Mountain  Arse- 
nal 

(2)  Description  of  unaATiON.—The  litiga- 
tion referred  to  in  paragraph  (1)  is  any  liti- 


gation between  the  United  States  and  any  - 
person  concerning  the  liability  of  such 
person  for  correcting  the  effects  of  contami- 
nation at  the  Rocky  Mountain  Arsenal  or 
for  cost  recovery  relating  to  correcting  the 
effects  of  such  contamination 

(b)  Acceptance  of  Services.— In  partial 
settlement  of  the  litigation  described  in  sub- 
section (a),  the  United  States  may  accept 
services  that  correct  the  effects  of  contami- 
nation at  the  Rocky  Mountain  Arsenal 

SEC.  1037.  WAGE  rate  FOR  CERTAIN  CORPS  OF  ENGI- 
NEERS EMPLOYEES. 

(a)  Wage  Determinations.— (1)  Notwith- 
standing any  other  provision  of  law,  in  the 
administration  of  the  last  undesignated 
paragraph  preceding  chapter  6  of  title  I  of 
Public  Law  97-257  (96  Stat  832),  the  indi- 
viduals described  in  paragraph  (2)  shall  be 
paid  wages  determined  in  the  same  manner 
as  that  established  in  such  undesignated 
paragraph  with  respect  to  United  States 
Army  Corps  of  Engineers  employees  paid 
from  Corps  of  Engineers  Special  Power  Rate 
SchedtUes. 

(2)  The  individuals  described  in  this  para- 
graph are  electric  powerplant  controllers 
and  powerplant  shift  operators  (as  defined 
under  regulations  prescrH>ed  by  the  Secre- 
tary of  Defense  or  his  designee)  assigned  to 
the  Soo  Locks  Povyer  Plant  in  the  Detroit 
District  in  the  North  Central  Region  of  the 
United  States  Army  Corps  of  Engineers. 

(b)  Effective  Date.— Subsection  (a)  is  ef- 
fective with  respect  to  pay  periods  com- 
mencing on  or  after  the  date  of  enactment  of 
this  Act 

SEC.  I63S.  meal  REIMBURSEMENT  FOR  NONPROFIT 
YOITH  GROUPS  RESIDING  AT  MILITARY 
INSTALLATIONS 

Section  1011(b)  of  tiUe  37.  United  States 
Code,  is  amended  by  inserting  after  "mili- 
tary installation"  in  the  second  sentence  the 
following:  "or  when  residing  at  a  military 
installation  pursuant  to  an  agreement  in 
effect  on  June  30,  1986, ". 

SEC.  ion.  FOREIGN  CURRENCY  EXCHANGE  FOR 
MOVEMENT  OF  HOUSEHOLD  GOODS 

(a)  Reinstatement  of  Program.— The  Sec- 
retary of  the  Army  shall  reinstitute  the  for- 
eign currency  rate  adjustment  program  of 
the  Military  Traffic  Management  Command 
of  the  Army  effective  with  the  procurement 
Volume  54  (effective  April  1,  1987)  provided 
that  the  Comptroller  General  certifies  to  the 
Congress  no  later  than  September  30.  1986. 
that  cost  savings  to  the  Government  can 
reasonably  be  expected  by  the  reinstitution 
of  the  program. 

(b)  Subject  to  subsection  (a),  the  Com- 
mander of  the  Command  shall  follow  the 
recommendations  of  the  Comptroller  Gener- 
al with  respect  to  procedures  for  the  admin- 
istration of  the  program  to  ensure  that  the 
interests  of  the  United  States  are  adequately 
protected  when  any  rate  adjustment  is  made 
under  the  program.  The  Commander  of  Uie 
Command  shall  also,  to  the  extent  practica- 
ble, take  into  account  the  concerns  of  the  af- 
fected industry  in  any  reinstitution  of  the 
program. 

SEC.  I$4A  REPORT  ON  PROPOSED  HEGULATIONS  RE- 
LATING TO  MOVEMENT  OF  HOUSEHOLD 
GOODS  AND  CARGOES 

(a)  Report  Requirement.— 

(1)  In  general.— The  regulations  of  the 
Military  Traffic  Management  Command  de- 
scribed in  subsection  (b)  may  not  become  ef- 
fective until— 

(A)  the  Commander  of  the  Military  Traffic 
Management  Command  submits  a  report  to 
Congress  with  respect  to  such  regulations 
that  includes  a  discussion  of— 
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HJ  the  cost  savings  expected  as  a  result  of 
imjUementation  of  such  regulations;  and 

an  the  increased  quality  of  services  ex- 
,  pected  as  a  result  of  such  implementation; 
and 

(B)  90  days  of  continuous  session  of  Con- 
gress elapse  after  the  submission  of  such 
report 

(2)  Computation  of  time  period.— For  pur- 
poses of  this  subsection,  the  continuity  of  a 
session  of  Congress  is  broken  only  by  an  ad- 
journment of  the  Congress  sine  die,  and  the 
days  on  which  either  House  is  not  in  session 
because  of  an  adjournment  of  more  than 
three  days  to  a  day  certain  are  excluded  in 
the  computation  of  such  90-day  period. 

(b)  Description  of  Regulations.— TJie  reg- 
ulations referred  to  in  subsection  (a J  are  the 
regulations  contained  in  the  International 
Through  Government  Bill  of  Lading  Rate 
Solicitation,  volume  54.  that  concern— 

111  elimination  of  the  so-called  "me-too" 
rate  filing  cycle; 

(21  elimination  of  the  rate  cancellation 
cycles; 

(3>  mandatory  use  of  Government-owned 
containers;  and 

f4>  changes  in  storage-in-transit  charges. 

sec.  1041.  SESSE  OF  COSdRESS  OS  ISE  Of  ARMED 
FORCES  TO  protect  i SITED  STATES 
CmZESS  ASD  AIR  CARRIERS  AT  AIR- 
PORTS OITSIDE  THE  I  SITED  STA  TES 

It  is  the  sense  of  the  Congress  that  the 
President  pursuant  to  his  authority  under 
the  Constitution,  should  consider  assigning 
or  detailing  members  of  the  Army,  Navy,  Air 
Force,  or  Marine  Corps  to  guard  United 
States  citizens  and  United  States  passenger 
air  carriers  /including  aircraft  and  person- 
nel)  at  airports  outside  the  United  States 
against  terrorism  and  other  acts  of  violence. 
Any  such  assignment  or  detail— 

(J)  should  not  be  made  if  the  assignment 
or  detail  wilt  adversely  affect  the  military 
preparedness  of  the  United-States;  and 

121  should  be  made  only  in  a  Nation  whose 
government  has  agreed  to  allow  the  assign- 
ment or  detail. 

SEC  I04Z  OFF-POST  RESTAL  HOCSISd  LEASE  /.V- 
DEHSITY  PILOT PROCRAM. 

la)  Establishment  of  Program  by  Secre- 
TAR  Y  OF  Defense.  — 

111  In  GENERAL.— The  Secretary  of  Defense 
shall  establish  a  pilot  program  to  test  the 
feasibility  of  implementing  a  program  under 
which  the  Secretary  of  a  military  depart- 
ment may  guarantee  compensation  of  any 
person  who  leases  a  rental  unit  to  any 
member  of  the  Armed  Forces  under  the  juris- 
diction of  the  Secretary  for  any  breach  of 
any  lease  or  any  damage  to  the  rental  unit 
by  the  mem.ber. 

12)  Deadline.— TTie  program  referred  to  in 
paragraph  11)  shall  be  established  not  later 
than  the  end  of  the  90-day  period  beginning 
on  the  date  of  the  enactment  of  this  Act  but 
not  before  Octot>er  1,  1986. 

lb)  Actions  by  Secretaries  of  Miutary 
Departments.  — 

11)  Designation  of  military  installa- 
tions.—In  accordance  with  action  taken  by 
the  Secretary  of  Defense  under  subsection 
(a),  the  Secretary  of  each  military  depart- 
ment shall  designate  one  military  installa- 
tion in  the  United  States  that  is  under  the 
jurisdiction  of  such  Secretary  to  participate 
in  the  program  established  under  subsection 
la). 

12)  Security  agreements.— For  purposes  of 
carrying  out  this  section,  the  Secretary  of  a 
military  department  to  the  extent  approved 
in  advance  in  appropriation  Acts,  may 
enter  into  an  agreement  urith  any  person 
who  leases  a  rental  unit  to  any  member  of 
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the  Armed  Forces  under  the  jurisdiction  of 
the  Secretary.  Any  agreement  under  this 
paragraph  shall  provide  that— 

lA)  the  term  of  the  agreement  shall  not  be 
for  more  than  one  year; 

IB)  the  member  shall  not  pay  a  security 
deposit 

IC)  the  Secretary  lexcept  as  provided  in 
subparagraphs  ID)  and  IE))  shall  compen- 
sate the  lessor  for  any  breach  of  the  lease  by 
the  member  and  for  any  damage  to  the 
rental  unit  caused  by  the  member  or  by  any 
guest  or  dependent  of  the  member; 

ID)  the  total  liability  of  the  Secretary  for 
any  breach  of  the  lease  or  for  any  damage 
described  in  subparagraph  IC)  shall  not 
exceed  an  amount  equal  to  the  amount  that 
the  Secretary  determines  would  have  been 
required  by  the  lessor  as  a  security  deposit 
absent  the  agreement  authorised  in  this 
paragraph; 

IE)  the  Secretary  shall  not  compensate  the 
lessor  for  any  breach  of  the  lease  or  for  any 
damage  described  in  subparagraph  IC)  until 
the  lessor  exhausts  any  remedies  available  to 
the  lessor  against  the  member  for  the  breach 
or  damage;  and 

IF)  the  Secretary  shall  be  subrogated  to  the 
rights  of  the  lessor  in  any  case  in  which  the 
Secretary  compensates  the  lessor  for  any 
breach  of  the  lease  or  for  any  damage  de- 
scribed in  subparagraph  iC). 

13)  Regulations.— Any  authority  of  the 
Secretary  of  a  military  department  under 
this  section  shall  be  exercised  under  regula- 
tions prescribed  by  the  Secretary  of  Defense. 

ic)  Garnish.vent  of  Pay  of  Member  of 
Armed  Forces.— Any  Secretary  who  compen- 
sates any  lessor  under  subsection  ib)  for  any 
damage  to  a  rental  unit  or  any  breach  of  a 
lease  by  a  member  of  the  Armed  Forces  may 
issue  a  special  order  under  section  1007  of 
title  37.  United  States  Code,  to  authorise  the 
withholding  from  the  pay  of  the  member  of 
an  amount  equal  to  the  amount  paid  by  the 
Secretary  to  the  lessor  as  compensation  for 
the  breach  or  damage. 

Id)  Report  Requirement- 
ID  /.v  GENERAL.  — The  Secretary  of  Defense 
shall  submit  to  Congress  a  report  concern- 
ing the  pilot  program  established  under  sub- 
section la),  including— 

I  A)  findings  and  conclusions  of  the  Secre- 
tary with  respect  to  the  pilot  program;  and 

IB)  recommendations  as  to  the  feasibility 
of  implementing  a  program  similar  to  the 
pilot  program  on  all  military  installations. 

12)  Deadline.— The  report  referred  to  in 
paragraph  ill  shall  be  submitted  before  the 
expiration  of  the  18-month  period  following 
the  date  of  the  establishment  of  the  pilot 
program  under  subsection  la). 

lei  Termination  of  Authority.— The  au- 
thority of  the  Secretary  of  a  military  depart- 
ment to  enter  into  any  contract  under  sub- 
section lb)  shall  terminate  upon  the  expira- 
tion of  the  18-month  period  following  the 
date  of  the  establishment  of  the  pilot  pro- 
gram under  subsection  la). 

SEC.  IM3.  REIMHVRSEMEST  FOR  TRASSFERRED  DE- 
FESSE  ISDCSTRIAL  RESERVE  EQCIP- 
MEST. 

la)  In  General.— Section  4  of  the  Defense 
Industrial  Reserve  Act  ISO  U.S.C.  453)  is 
amended— 

ID  by  inserting  "la)"  before  "To  execute"; 
and 

12)  by  adding  at  the  end  the  following; 

"IbXD  The  Secretary  of  a  military  depart- 
ment to  which  equipment  or  other  property 
is  transferred  from  the  Defense  Industrial 
Reserve  shall  reimburse  appropriations 
available  for  the  purposes  of  the  Defense  In- 
dustrial Reserve  for  the  full  cost  lincluding 
direct  and  indirect  costs)  of— 


"I A)  storage  of  such  property; 

"IBI  repair  and  maintenance  of  such 
property;  and 

"lO  overhead  allocated  to  such  property. 

"12)  The  Secretary  of  Defense  shall  pre- 
scribe regulations  establishing  general  poli- 
cies and  fee  schedules  for  reimbursements 
under pragraph  ID.". 

lb)  Effective  Date.— ID  The  regulations 
required  to  be  prescribed  by  subsection  Ib)  of 
section  4  of  the  Defense  Industrial  Reserve 
Act  as  added  by  subsection  la).  shall  be  pre- 
scribed not  later  than  60  days  after  the  date 
of  the  enactment  of  ths  Act 

12)  The  requirement  for  reimbursement 
under  such  subsection  shall  apply  with  re- 
spect to  property  transferred  from  the  De- 
fense Industrial  Reserve  to  a  military  de- 
partment after  the  date  on  which  such  regu- 
lations are  prescribed. 

.SEC  1011.  LI.VIT.ATIOS  OS  .SOCRCE  OF  rt.Vfi.S  FOR 
SICARAIilAS  DEMOCRATIC  RESIST- 
ASCE. 

la)  Limitation.— Notwithstanding  title  II 
of  the  Military  Construction  Appropriations 
Act  1987,  or  any  other  provision  of  law, 
funds  appropriated  or  otherwise  made  avail- 
able to  the  Department  of  Defense  for  any 
fiscal  year  for  operation  and  maintenance 
may  not  be  used  to  provide  assistance  for 
the  democratic  resistance  forces  in  Nicara- 
gua. If  funds  appropriated  or  otherwise 
made  available  to  the  Department  of  De- 
fense for  any  fiscal  year  are  authorised  by 
law  to  be  used  for  such  assistance,  funds  for 
such  purpose  may  only  be  derived  from 
amounts  appropriated  or  otherwise  made 
available  to  the  Department  for  procure- 
ment However,  not  more  than  10  percent  of 
the  amount  required  may  be  taken  from  the 
procurement  of  ammunition  provided  that 
the  Secretary  of  Defense  notifies  the  Con- 
gress in  writing  that  such  transfer  of  funds 
will  not  adversely  affect  the  combat  readi- 
ness of  United  States  forces. 

lb)  Report.— Before  funds  appropriated  or 
otherwise  made  available  to  the  Department 
of  Defense  are  released  to  be  used  for  the 
purpose  described  in  subsection  la),  the  Sec- 
retary of  Defense  shall  submit  to  Congress  a 
report  describing  the  specific  source  of  such 
funds. 

SEC.  1015.  ballistic  MISSILE  DEFESSIVE  SYSTEM. 

The  Congress  declares  that  it  is  the  policy 
of  the  United  States  to  expeditiously  develop 
and  deploy  in  cooperation  with  our  allies  a 
defensive  system  as  capable  as  the  Soviet 
SA-12  system  to  defend  against  attacks  by 
tactical  ballistic  missiles. 

.SEC.  lOU.  LIMITATIOS  OS  ISTROIHCTIOS  OF  ARMED 
FORCES  ISTO  .MCARAGCA  l-VR 
COMBAT. 

la)  LIMITATION.— Funds  appropriated  to  the 
Department  of  Defense  may  not  be  obligated 
or  expended  for  the  purpose  of  introducing 
United  States  Armed  Forces  into  or  over 
Nicaragua  for  combat 

Ib)  Definition  of  Combat.— As  used  in  this 
section,  the  term  "combat"  means  the  intro- 
duction of  United  States  Armed  Forces  for 
the  purpose  of  delivering  weapons  fire  upon 
an  enemy. 

Ic)  Exceptions  to  Limitation.— This  sec- 
tion does  not  apply  with  respect  to  an  intro- 
duction of  United  States  Armed  Forces  into 
or  over  Nicaragua  for  combat  if— 

11)  the  Congress  has  declared  war  or  en- 
acted specific  authorisation  for  such  intro- 
duction; or 

12)  such  introduction  is  necessary— 

lA)  to  meet  a  clear  and  present  danger  of 
hostile  attack  upon  the  United  States,  its 
territories  or  possessions  or  its  allies; 
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(Bl  to  meet  a  clear  and  present  danger  to, 
and  to  provide  necessary  protection  for  the 
United  States  Embassy; 

IC)  to  meet  a  clear  and  present  danger  to, 
and  to  provide  necessary  protection  for  and 
to  evacuate.  United  States  Government  per- 
sonnel or  United  States  citisens;  or 

(D)  to  respond  to  hijacking  or  kidnapping 
of  citizens  of  the  United  States  or  of  an  ally 
of  the  United  States,  or  to  respond  to  other 
acts  of  terrorism  involving  such  citizens. 

(d)  Existing  Requirements  Preserved.— 
Nothing  in  this  section  shall  invalidate  any 
requirement  of  Public  Law  93-148. 

(e)  Treaty  Authority  Preserved.— Noth- 
ing in  this  section  shall  invalidate  any  au- 
thority of  the  United  States  to  act  in  accord- 
ance with  the  Organization  of  American 
States  under  the  provisions  of  the  Inter- 
American  Treaty  of  Reciprocal  Assistance. 

If)  Expiration.— This  section  shall  not 
apply  after  the  date  on  which  MIG  aircraft, 
or  other  aircraft  similar  in  design  and  capa- 
bility, or  nuclear  weapons  are  introduced 
into  Nicaragua. 

SEC.  1047.  UMITATIOS. 

Military  technology  developed  with  funds 
appropriated  or  otherwise  made  available 
for  fiscal  year  1987  or  fiscal  year  1988  to  the 
Strategic  Defense  Initiative  Organization 
may  not  be  made  available  to  the  Soviet 
Union  unless  the  President  determines  it  is 
in  the  national  interest  and  for  the  purposes 
of  maintaining  peace. 

SEC.  I04S.  COMPIT.ATIOS  OF  CO.WR.iCT  BID  PRICES. 

la)  In  General.— Section  2306  of  title  10. 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  subsection: 

"li)  The  head  of  an  agency,  in  computing 
the  price  of  a  contract  to  be  awarded  using 
sealed-bid  procedures,  may  not  include  in 
such  computation  the  prices  under  such 
contract  for  ontions  to  purchase  additional 
units  of  the  item  being  procured  under  such 
contract  unless  the  head  of  the  agency  has 
determined  that  there  is  a  reasonable  cer- 
tainty that  the  options  will  be  exercised. ". 

lb)  Effective  Date.— Section  2306li)  of 
title  10,  United  States  Code  las  added  by 
subsection  la)),  shall  apply  to  solicitations 
for  sealed  bids  issued  after  the  date  of  the 
enactment  of  this  Act. 

SEC.  104$.  SE.\SE  OF  CO.SCRESS  RECARUISC.  RESAM- 
/.V6  OF  CHECKPOIST  CHARLIE. 

la)  Findings.— The  Congress  finds  the  fol- 
lowing: 

ID  On  March  24,  1985,  Major  Arthur  D. 
Nicholson,  Junior,  of  the  United  States 
Army  was  carrying  out  his  official  duties  as 
a  United  States  intelligence  officer  in  the 
German  Democratic  Republic. 

12)  On  that  date.  Major  Nicholson  was  per- 
forming his  duties  in  an  open  and  direct 
manner,  according  to  orders  and  in  the 
knowledge  that  he  was  conducting  himself 
in  a  way  which  was  neither  excessively  pro- 
vocative nor  beyond  the  limits  of  acceptable 
behavior  for  his  assigned  duties. 

13)  On  that  date,  a  member  or  members  of 
the  Soviet  armed  forces  shot  and  fatally 
wounded  Major  Nicholson  without  warning 
and  without  provocation,  given  the  tradi- 
tionally accepted  rules  of  behavior  for  mili- 
tary officers  engaged  in  activities  such  as 
those  in  which  Major  Nicholson  was  en- 
gaged. 

14)  After  having  shot  Major  Nicholson,  the 
members  of  the  Soviet  armed  forces  forcibly 
restrained  Major  Nicholson's  aide  and  pre- 
vented him  from  providing  medical  assist- 
ance to  Major  Nicholson,  so  that  Major 
Nicholson  died  slowly  and  with  great  suffer- 
ing, which  death  and  suffering  might  have 
been  prevented  had  Major  Nicholson  been 
permitted  to  receive  assistance. 


IS)  The  death  of  Major  Nicholson  was  an 
untimely,  unnecessary,  cold-blooded  murder 
committed  against  a  United  States  military 
officer  in  pursuit  of  bis  official  duties  by  a 
member  or  members  of  the  armed  forces  of 
the  Soviet  Union,  in  a  painful  and  degrad- 
ing manner. 

lb)  Sense  of  Congress.— The  Congress  de- 
plores and  condemns  the  cold-blooded 
murder  of  Major  Arthur  D.  Nicholson, 
Junior.  It  is  the  sense  of  Congress  that— 

11)  the  Government  of  the  Union  of  Soviet 
Socialist  Republics  should  apologize  for  and 
renounce  the  murder  of  Major  Nicholson 
and  should  indemnify  the  family  of  Major 
Nicholson  financially:  and 

12)  the  President  should  name  the  East- 
West  control  point  between  the  American 
and  Soviet  sectors  in  Berlin,  currently 
known  as  Checkpoint  Charlie,  in  honor  of 
Major  Arthur  D.  Nicholson.  Junior. 

SEC.  1050.  AITHORITY  FOR  PA  YMEST  TO  SASA. 

la)  Authority.— The  Secretary  of  De.fense 
may  make  payments  during  fiscal  year  1987 
to  the  National  Aeronautics  and  Space  Ad- 
ministration for  space  shuttle  services  in 
advance  of  the  receipt  of  such  services.  Any 
such  payments— 

U)  may  be  made  only  from  funds  available 
to  the  Department  of  Defense  for  obligation 
and  only  to  the  extent  provided  in  appro- 
priations Acts: 

12)  may  not  be  made  until  30  days  after 
the  date  on  which  the  report  required  in  sub- 
section lb)  is  received  by  the  Congress:  and 

13)  may  not  exceed  SS31.000.000. 

lb)  Report.— Not  later  than  December  31. 
1986.  the  Secretary  of  Defense  shall  submit 
to  the  appropriate  committees  of  the  Con- 
gress a  ten-year  plan  setting  forth  the  sched- 
ule for  planned  payments  to  the  National 
Aeronautics  and  Space  Administration  for 
space  shuttle  serv.ices  and  the  schedule  for 
the  provision  of  such  services. 

SEC.  1031.  RESTRICTIOS  OS  PERFORVAWE  OF  SERV- 
ICES BY  PERSOSS  »H0  FAIL  TO  REdlS 

ter  I  \i)er  the  military  selective 

SERVICE  act. 

la)  In  General.— id  Chapter  141  of  title 
10,  United  States  Code,  is  amended  by 
adding  at  the  end  the  following: 
"S2408.  Contracts:  performance  of  seri'iees  by  se- 
lective service  nonregistrants 
"la)  A  person  bom  after  December  31. 
19S9,  who  is  required  to  register  under  sec- 
tion 3lal  of  the  Military  Selective  Service 
Act  ISO  U.S.C.  App.  4S3ia))  and  who  has  not 
so  registered  shall  not  perform  services 
under  any  contract  or  subcontract  financed 
in  whole  or  in  part  by  funds  appropriated  to 
the  Department  of  Defense. 

"lb)  The  Secretary  may  waive  the  applica- 
tion of  this  section  with  respect  to  a  con- 
tract when  the  Secretary  determines  such  a 
waiver  is  necessary  in  the  interests  of  na- 
tional security. ". 

12)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 
"2408.  Contracts:  performance  of  services  by 
selective       service       nonregis- 
trants. ". 
lb)  Effective  Date.— Section  2408  of  title 
10,  United  States  Code  las  added  by  subsec- 
tion la)),  shall  apply  to  contracts  entered 
into  after  the  date  of  the  enactment  of  this 
Act  and  only  with   respect   to  individuals 
hired  by  contractors  or  subcontractors  after 
such  date. 

SEC.    I0S2.    REPORT    0.\    CLEASTP    OF    SATIOSAL 
PRESTO  I.WtSTRIES 
The  Secretary  of  Defense  shall  investigate 
and  report  to  the  Committees  on  Armed 


Services  of  the  Senate  and  the  House  of  Rep- 
resentatives by  January  1,  1987.  on  the 
sources,  dates  of  ori0n,  and  respoTisibility 
for  hazardous  waste  contamination  at  the 
National  Presto  Industries  Plant  near  Eau 
Claire,  Wisconsin. 

Part  E— Limitations  on  Deployment  of 
Strategic  Nuclear  Weapons  Consistent 
With  Existing  Arms  Limitation  Agree- 
ments 

SEC.  loti.  li.wtatio.\s  o.\  strategic  weapo.\& 

la)  Limitations.— Notwithstanding  any 
other  provision  of  law.  funds  may  not  be  ob- 
ligated or  expended  for  the  deployment  of— 

ID  launchers  for  more  than  820  interconti- 
nental ballistic  missiles  carrying  multiple 
independently-targetable  reentry  vehicles; 

12)  launchers  for  an  aggregate  of  more 
than  1,200  intercontinental  ballistic  mis- 
siles carrying  multiple  independently-target- 
able  reentry  vehicles  and  submarine- 
launched  ballistic  missiles  carrying  multiple 
independently-targetable  reentry  vehicles:  or 

13)  an  aggregate  of  more  than  1.320 
launchers  described  in  paragraph  121  and 
heavy  bombers  equipped  for  air-launched 
cruise  missiles  capable  of  a  range  in  excess 
of  600  kilometers: 

unless  the  President  certifies  to  the  Congress 
that  the  Soviet  Union  has  deployed  strategic 
forces  in  excess  of  these  limitations. 

lb)  Definitions.— For  purposes  of  this  sec- 
tion— 

ID  launchers  of  intercontinental  ballistic 
missiles  and  submarine-launched  ballistic 
missiles  equipped  with  multiple  independ- 
ently-targetable reentry  vehicles  are  launch- 
ers of  the  types  developed  and  tested  for 
launching  intercontinental  ballistic  missies 
and  submarine-launched  ballistic  missiles 
equipped  with  multiple  independently-tar- 
getable reentry  vehicles:  and 

12)  air-launched  cruise  missiles  are  un- 
manned, self-propelled,  guided,  weapon-de- 
livery vehicles  which  sustain  flight  through 
the  use  of  aerodynamic  lift  over  most  of 
their  flight  path  and  which  are  flight  tested 
from  or  deployed  on  aircraft 

imiSIUS  B— MILITARY  COSSTRICTIOS 
AITHORIZATION 

SEC.  2001.  SHORT  TITLE. 

This  division  may  be  cited  as  the  "Mili- 
tary Construction  Authorization  Act,  1987". 

TITLE  I— ARMY 

SEC.  2101.  ACTH0RI7.ED  ARMY  COSSTRICTIOS  ASD 
USD  ACQCISITIOS  PROJECTS. 

la)  Inside  the  United  States.— The  Secre- 
tary of  the  Army  may  acquire  real  property 
and  may  carry  out  military  construction 
projects  in  the  amounts  shown  for  each  of 
the  following  installations  and  locations 
inside  the  United  States: 

united  STATES  ARMY  FORCES  COMMAND 

Camp  Dawson.  West  Virginia,  $8,700,000. 
Fort  Bragg,  North  Carolina.  $24,600,000. 
Fort  Campbell,  Kentucky.  $21,240,000. 
Fort  Carson,  Colorado,  $11,300,000. 
Fort  Devens.  Massachusetts,  $20,800,000. 
Fort  Drum,  New  York.  $615,000,000. 
Fort  Hood,  Texas,  $13,350,000. 
Fort  Irwin.  California,  $820,000. 
Fort  Lewis,  Washington,  $25,980,000. 
Fort  McPherson.  Georgia,  $2,900,000. 
Fort  Ord,  California,  $6,550,000. 
Fort  Polk,  Louisiana,  $27,000,000. 
Fort  Riley.  Kansas,  $12,500,000. 
Fort  Sam  Houston,  Texas,  $3,700,000. 
Fort  Sheridan.  Illinois,  $2,050,000. 
FortSUwart,  Georgia,  $1,550,000. 
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VNITSD  STATES  AKMY  WESTERN  COMMAND 

Wheeler     Army      Air      Field.      Hawaii, 
S  2.900.000. 
Various  locations,  Hawaii,  tlZ.OOO.OOO. 

UNITED  STATES  ARMY  TRAINING  AND  DOCTRINE 
COMMAND 

Carlisle  Barracks,  Pennsylvania,  $800,000. 
FoTtBelvoir,  Virginia,  SS.SOO.OOO. 
FortBenning,  Georgia,  $16,180,000. 
Fort  Eitstis,  Virginia,  $2,050,000. 
Fort  Jackson,  South  Carolina,  $1,300,000. 
Fort  Knox,  Kentucky,  $3,200,000. 
Fort  Leavenvjorth,  Kansas,  $1,100,000. 
Fort  Lee,  Virginia,  $17,600,000. 
Fort  Leonard  Wood,  Missouri,  $43,200,000. 
Fort  McCleUan,  Alabama,  $540,000. 
Fort  Rucker,  Alabama,  $44,500,000. 
Fort  Story,  Virginia,  $2,700,000. 

UNITED  STATES  ARMY  MATERIEL  COMMAND 

Aberdeen  Proving  Ground,  Maryland, 
$42,750,000. 

Anniston  Army  Depot,  Alabama, 
$1,950,000 

Badger  Army  Ammunition  Plant,  Wiscon- 
sin, $980,000. 

Corpus  Christi  Army  Depot,  Texas. 
$10,650,000 

Detroit  Arsenal,  Michigan,  $1,350,000. 

Dugway  Proving  Ground.  Utah, 
$12,900,000. 

Fort  Monmouth,  New  Jersey.  $4,900,000. 

Fort  Wingate,  New  Mexico.  $350,000. 

Harry  Diamond  Laboratory,  Maryland, 
$680,000. 

Letterkenny  Army  Depot,  Pennsylvania, 
$1,900,000. 

Lexington- Blue  Grass  Depot  Activity,  Ken- 
tucky, $540,000. 

Navajo  Army  Depot,  Arizona.  $3,900,000. 

Pueblo  Depot  Aclimty,  Colorado.  $600,000. 

Red  River  Army  Depot,  Texas.  $1,350,000. 

Redstone  ArsenaL  Alabama,  $19,500,000. 

Savanna  Army  Depot,  Illinois.  $320,000. 

Seneca  Army  Depot,  New  York,  $1,100,000. 

Sierra  Army  Depot,  California,  $2,450,000. 

Tooele  Army  Depot  Utah,  $1,850,000. 

Umatilla  Army  Depot,  Oregon,  $1,050,000. 

Yuma  Proving  Ground,  Arizona,  $820,000. 

UNITED  STATES  ARMY  INFORMATION  SYSTEMS 
COMMAND 

Fort  Huachuca,  Arizona,  $17,200,000. 

UNfTED  STATES  MILITARY  ACADEMY 

U.S.  Military  Academy.  New  York, 
$24,500,000 

MILITARY  TRAFFIC  MANAGEMENT  COMMAND 

Sunny  Point  Military  Ocean  Terminal, 
North  Carolina,  $650,000. 

ASSISTANT  CHIEF  OF  ENGINEERS 

Classified,  United  States,  $7,400,000. 

(bl  Outside  the  United  States.— The  Secre- 
tary of  the  Army  may  acquire  real  property 
and  may  carry  out  military  construction 
projects  in  the  amounts  shown  for  each  of 
the  following  installations  and  locations 
outside  the  United  States: 

united  states  army,  japan 

Kawakami,  Japan,  $1,200,000. 

EIGHTH  UNITED  STATES  ARMY 

Camp  Carroll.  Korea,  $1,740,000. 
Camp  Casey.  Korea,  $24,940,000. 
Camp  Castle.  Korea,  $4,800,000. 
Camp  Essayons,  Korea,  $3,000,000. 
Camp  Greaves,  Korea,  $3,650,000. 
Camp  Hovey,  Korea,  $9,000,000. 
Camp  Howze,  Korea,  $5,850,000. 
Camp  Humphreys,  Korea,  $16,100,000. 
Camp  Jackson.  Korea,  $1,800,000. 
Camp  Laguardia,  Korea.  $2,970,000. 
Camp  Libby,  Korea.  $1,100,000. 
Camp  Liberty  Bell,  Korea,  $780,000. 
Camp  Long,  Korea,  $5,600,000. 
Camp  Market,  Korea,  $540,000. 


Camp  Nimble,  Korea,  $1,950,000. 
Camp  Page.  Korea.  $1,400,000. 
Camp  Pelham,  Korea,  $2,280,000. 
Camp  Red  Cloud,  Korea,  $4,550,000. 
Camp  Stanley.  Korea.  $4,700,000. 
H220.  Korea,  $2,750,000. 
K-16  Army  Airfield,  Korea,  $2,520,000. 
Pusan,  Korea,  $12,940,000. 
Second  Injantry.  Korea,  $5,150,000. 
Taegu,  Korea,  $4,900,000. 
Yongsan,  Korea,  $8,760,000. 

UNITED  STATES  ARMY  STRATEGIC  DEFENSE 
COMMAND 

Kwajalein,  $20,600,000. 

UNITED  STATES  ARMY  FORCES  COMMAND. 
OVERSEAS 

Classified,  $4,000,000. 

UNITED  STATES  ARMY  EUROPE  AND  SEVENTH 
ARMY 

Ansbach,  Germany,  $1,790,000. 
Aschaffenburg,  Germany,  $7,000,000. 
Bad  Kreuznach,  Germany.  $11,100,000. 
Bamberg.  Germany.  $18,000,000. 
Baumholder.  Germany.  $18,450,000. 
Bitburg.  Germany.  $19,920,000. 
Enisiedlerhof.  Germany.  $4,750,000. 
Fulda.  Germany.  $1,000,000. 
Giessen,  Germany.  $6,570,000. 
Goeppingen.  Germany.  $1,850,000. 
Hanau,  Germany,  $26,150,000. 
Heidelberg,  Germany.  $1,600,000. 
Heilbronn,  Germany,  $2,100,000. 
Hohenfels,  Germany,  $8,800,000. 
Kaiserslautem,  Germany.  $1,400,000. 
Karlsruhe,  Germany,  $10,000,000. 
Mannheim.  Germany,  $2,450,000. 
Neu  Ulm,  Germany.  $26,050,000. 
Nuernberg.  Germany.  $5,500,000. 
Rheinberg,  Germany.  $29,150,000. 
Schweinfurt.  Germany.  $23,000,000. 
Stuttgart,  Germany,  $820,000. 
Various,  Germany.  $6,350,000. 
Vilseck,  Germany,  $53,020,000. 
Wuerzburg.  Germany.  $1,000,000. 
Katsimidhi  Site,  Greece,  $560,000. 
Zelo.  Italy,  $610,000. 

UNITED  STATES  ARMY  INTELLIGENCE  AND 
SECURITY  COMMAND,  OVERSEAS 

Location  177,  $1,950,000. 
Location  276,  $3,700,000. 
Location  280.  $2,100,000. 

set:  2102.  FAMILY  HOI  SISG. 

The  Secretary  of  the  Army  may  construct 
or  acquire  family  housing  units  (including 
land  acquisition)  at  the  following  installa- 
tions in  the  number  of  units  shown,  and  in 
the  amount  shown,  for  each  installation: 

Fort  Irwin,  California,  thirty-eight  manu- 
factured home  spaces,  $730,000. 

Fort  Ord.  California,  three  hundred  and 
eighty-five  units,  $34,000,000. 

Crailsheim,  Germany,  forty  units, 
$4,100,000. 

Darmstadt.  Germany.  forty  units. 
$3,150,000 

Erlangen.  Germany,  one  hundred  and  six 
units.  $9,400,000. 

Herzo  Base,  Germany,  thirty-four  units. 
$3,300,000. 

Schweinfurt,  Germany,  ninety  units. 
$8,400,000 

Vilseck,  Germany,  two  hundred  and 
twenty-four  units,  $21,000,000. 

Wildflecken,  Germany,  tu>enty-four  units, 
$2,050,000 

Various  Locations,  Germany,  one  hundred 
and  twenty  units,  funded  in  the  manner  au- 
thorized in  section  2103(a). 

Fort  Polk.  Louisiana,  five  hundred  and 
eighty-three  units,  $37,000,000. 

Kwajalein.  Marshall  Island,  one  hundred 
and  thirty-six  units,  $23,000,000. 

Aberdeen  Proving  Ground,  Maryland,  one 
hundred  and  forty  units  and  seventy  manu- 
factured home  spaces,  $10,800,000. 


Fort  Drum.,  New  York,  one  thousand  and 
two  hundred  units,  $91,000,000. 

Seneca  Army  Depot,  New  York,  thirty 
units,  $2,900,000. 

SBC.    2103.    IMPROVEMENTS    TO   MILITARY   FAMILY 
HOVSING  UNITS. 

(a)  Amount  Authorized.— Subject  to  sec- 
tion 2825  of  title  10.  United  States  Code,  the 
Secretary  of  the  Army  may  make  expendi- 
tures, using  amounts  appropriated  pursuant 
to  section  2110(a)(7)(A),  to  improve  existing 
military  family  housing  units  in  an  amount 
not  to  exceed  $145,930,000,  of  which  not 
more  than  $11,900,000  may  be  used  to  con- 
vert portions  of  existing  facilities  at  various 
locations  in  Germany  to  military  family 
housing  units,  and  may  make  additional  ex- 
penditures not  to  exceed  $15,671,000  for 
energy  conservation  projects  using  amounts 
appropriated  pursuant  to  section  2110(b)(1). 

(b)  Waiver  of  Maximum  Per  Unit  Cost  for 
Certain  Improvement  Projects.— Notwith- 
standing the  maximum  amount  per  unit  for 
an  improvement  project  under  section 
2825(b)  of  title  10,  United  States  Code,  the 
Secretary  of  the  Army  may  carry  out 
projects  to  improve  existing  military  family 
housing  units  at  the  following  installations 
in  the  number  of  units  shown,  and  in  the 
amount  shown,  for  each  installation: 

Aschaffenburg.  Germany,  one  hundred 
and  forty-four  units.  $5,120,000. 

Aschaffenburg,  Germany,  forty-eight  units, 
$2,800,000. 

Bremerhaven,  Germany,  twenty-four 
units,  $1,400,000. 

Karlsruhe.  Germany,  twenty-four  units, 
$1,400,000. 

Kitzingen,  Germany,  one  hundred  and 
two  units,  $5,950,000. 

Mainz,  Germany,  one  unit,  $69,000. 

Worms,  Germany,  six  units,  $350,000. 

Fort  Benjamin  Harrison.  Indiana,  one 
hundred  and  sixty-six  units,  $6,000,000. 

Pusan,  Korea,  forty-eight  units,  $2,237,000. 

Fort  Indiantown  Gap.  Pennsylvania,  six 
units,  $166,000. 

Fort  Sam  Houston,  Texas,  twenty-three 
units.  $930,000. 

Fort  Myer.  Virginia,  three  units,  $140,000. 

SEi:  2104.  fort  drum,  new  YORK. 

(a)  Authorization.— The  Secretary  of  the 
Army  may,  in  advance  of  the  availability  of 
appropriations  authorized  to  6e  appropri- 
ated by  section  2110(c),  enter  into  one  or 
more  contracts  for  the  military  construction 
projects  authorized  by  section  2101  at  Fort 
Drum,  New  York,  if  each  such  contract 
limits  the  amount  of  payments  that  the  Fed- 
eral government  is  obligated  to  make  under 
such  contract  to  the  amount  of  appropria- 
tions available,  at  the  time  the  contract  is 
entered  into,  for  obligation  under  such  a 
contract  Such  construction  may  be  accom- 
plished by  using  one-step  turn-key  selection 
procedures  or  other  competitive  contracting 
methods. 

(b)  Family  Housing.— (1)  Of  the  family 
housing  units  authorized  by  section  102  of 
the  Military  Construction  Authorization 
Act  1986,  to  be  constructed  at  Fort  Drum, 
New  York- 

(A)  three  of  those  units  shall  be  construct- 
ed for  assignment  to  general  officers,  and 
notwithstanding  section  2826  of  title  10, 
United  States  Code,  each  such  unit  may  6c 
constructed  with  a  maximum  net  floor  area 
of  3, 000  square  feet'  and 

(B)  seven  of  those  units  shall  be  construct- 
ed for  assignment  to  colonels  who  hold  posi- 
tions as  commanders,  and  notwithstanding 
section  2826  of  title  10,  United  States  Code, 
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each  such  unit  may  6e  constructed  with  a 
maximum  net  floor  area  of  2.100  square  feet 
(2)  For  purposes  of  this  subsection,  the 
term  "net  floor  area"  has  the  meaning  given 
that  term  by  section  2826(f/  of  title  10. 
United  States  Code. 

SEC.  lies.  LAND  KXCHASdK.  ORLASOO.  FLORIDA. 

(a)  In  General.— Subject  to  subsections  (b) 
through  (e),  the  Secretary  of  the  Army  may 
convey  to  the  City  of  Orlando,  Florida,  all 
right,  title,  and  interest  of  the  United  States 
in  and  to  a  tract  of  land  located  in  Orlando, 
Florida,  consisting  of  ajfproximately  36 
acres,  together  urith  improvements  thereon, 
comprising  the  United  States  Army  Reserve 
training  facility  located  at  the  former 
McCoy  Air  Force  Base,  Orlando,  Florida. 

(b)  Consideration.— In  consideration  for 
the  conveyance  by  the  Secretary  under  sub- 
section (a),  the  City  shall— 

(1)  convey  to  the  United  States  a  tract  of 
real  property  consisting  of  approximately  36 
acres  located  at  Orlando  Jetport,  Orlando, 
Florida;  and 

(2)  design,  and  construct  on  such  real 
property,  suitable  replacement  facilities,  in 
accordance  with  the  requirements  of  the  Sec- 
retary, for  the  training  activities  of  the 
United  States  Army  Reserve. 

(c)  Payment  by  the  City.— If  the  fair 
market  value  (as  determined  by  the  Secre- 
tary) of  the  land  and  improvements  con- 
veyed by  the  United  States  to  the  City  under 
subsection  (a)  exceeds  the  sum  of  the  fair 
market  value  (as  determined  by  the  Secre- 
tary) of  the  property  conveyed  by  the  City  to 
the  United  States  and  the  fair  market  value 
of  the  facilities  constructed  by  the  City  on 
the  land  conveyed  to  the  United  States 
under  subsection  (b),  the  City  shall  pay  to 
the  United  States  the  amount  of  the  differ- 
ence. 

(d)  Legal  Description  of  the  Land.— The 
exact  acreages  and  legal  description  of  prop- 
erties to  be  conveyed  under  subsections  (a) 
and  (b)  shall  be  determined  by  surveys  that 
are  satisfactory  to  the  Secretary.  The  cost  of 
such  surveys  shall  be  borne  by  the  City. 

(e)  Addttional  Terms  and  Conditions.— 
The  Secretary  may  require  such  additional 
terms  and  conditions  as  the  Secretary  con- 
siders appropriate  to  carry  out  the  provi- 
sions of  this  section  and  to  protect  the  inter- 
ests of  the  United  States. 

SEC.   2IH.   SALE  OF  LAND  AND  REPLACEMENT  OF 
CERTAIN  WAREHOVSI.W  FACILITIES. 

(a)  In  General.— Subject  to  subsections  (b) 
through  (g),  the  Secretary  of  the  Army  may 
convey  approximately  14.41  acres  of  real 
property,  and  improvements  thereon,  at  Ka- 
palama  Military  Reservation,  Hawaii,  and 
may  replace  and  relocate  warehousing  fa- 
cilities located  on  such  property. 

(b)  Consideration.— In  consideration  for 
the  real  property  and  improvements  de- 
scribed in  subsection  (a),  the  purchaser  of 
such  property  and  improvements  shall  pay— 

(1)  for  the  cost  of  the  design  and  construc- 
tion of  suitable  replacement  warehousing  fa- 
cilities to  be  constructed  at  Schofield  Bar- 
racks, Hawaii,  in  a  manner  determined  by 
the  Secretary; 

(2)  for  any  cost  incurred  by  the  Depart- 
ment of  the  Army  under  this  section  with  re- 
spect to  the  relocation  of  warehousing  facili- 
ties; and 

(3)  the  amount  described  in  subsection  (d). 

(c)  Sale  and  Replacement  AcnviriES.-The 
Secretary  may  use  any  amount  received 
from  the  purchaser  under  paragraphs  (1) 
and  (2)  of  subsection  (b)  for  the  purpose  of 
carrying  out  this  sectioTL 

(d)  Payment  of  Excess  into  Treasury.— If 
the  fair  market  value  of  the  real  property 


and  improvements  described  in  subsection 
(a)  exceeds  the  costs  described  in  paragraphs 
(1)  and  (2)  of  subsection  (b),  as  determined 
by  the  Secretary,  the  purchaser  shall  pay  the 
amount  of  such  difference  to  the  Secretary, 
and  the  Secretary  shall  deposit  such  amount 
into  the  Treasury  as  miscellaneous  receipts. 

(e)  Competitive  Bid  PROCEDVRES.—The 
conveyance  described  in  subsection  (a)  shall 
be  carried  out  under  competitive  bid  proce- 
dures. 

(f)  Legal  Description  of  Land.— The  exact 
location  and  legal  description  of  the  real 
property  descrH>ed  in  subsection  (ai  shall  be 
determined  by  a  survey  which  is  satisfactory 
to  the  Secretary.  The  cost  of  such  survey 
shall  be  borne  by  the  purchaser. 

(g)  Additional  Terms.— The  Secretary  may 
require  such  additional  terms  and  condi- 
tions under  this  section  as  the  Secretary 
considers  appropriate  to  protect  the  inter- 
ests of  the  United  States. 

SEC.  2197.  PLAN  FOR  CLEA.MP  OF  ROCKY  MOVSTAIS 
.ARSES A  L 

■  Section  822(b)(7)  of  the  Military  Construc- 
tion Authorization  Act,  1986  (Public  Law 
99-167;  99  Stat  991).  is  amended  by  insert- 
ing before  the  semicolon  the  following:  ",  in- 
cluding establishing  methods  of  assisting 
local  governments  near  the  Arsenal  with  the 
planning  and  design  of  water  treatment  fa- 
cilities in  appropriate  cases". 

SEC.  nan.  COMMVSITY  PLASMNd  ASSISTANCE. 

The  Secretary  of  the  Army  may  not  use 
more  than  $200,000  from  funds  appropriated 
to  the  Department  of  the  Army  for  fiscal 
year  1987  for  planning  and  design  purposes 
to  provide  planning  assistance  to  local  com- 
munities located  near  the  newly  established 
light  infantry  division  at  Fort  Drum,  New 
York,  if  the  Secretary  determines  that  the  fi- 
nancial resources  available  to  the  communi- 
ty (by  grant  or  otherwise)  are  inadequate. 

SEC.  2 Its.  LAND  CONVEYANCE.  WHITTIER  NARROWS 
DAM,  LOS  A.S'CELES  COINTY.  CALIFOR- 
NIA. 

(a)  Authority  to  Convey.— Subject  to  sub- 
sections (b)  through  (f),  the  Secretary  of  the 
Army  may  convey  to  Southern  California 
Edison  Company  approximately  7.44  acres 
of  real  property,  and  improvements  thereon, 
within  the  Whittier  Narrows  Flood  Control 
Basin  located  north  of  Rush  Street  and  east 
of  Walnut  Grove  Avenue  in  Los  Angeles 
County,  California,  for  not  less  than  the  fair 
market  value,  as  determined  by  the  Secre- 
tary. 

(b)  Consideration.— In  consideration  for 
the  conveyance  authorized  by  subsection 
(a),  the  Secretary  may  accept  land  in  the 
Los  Angeles  area  or  cash,  or  both. 

(c)  Conditions.— (1)  The  Secretary  may 
convey  the  real  property  described  in  subsec- 
tion (a)  only  if— 

(A)  the  Company  grants  the  United  States 
a  perpetual  easement  piat  enables  the  Feder- 
al Government  to  carry  out  necessary  flood 
control  activities  with  respect  to  such  real 
property:  and 

(B)  the  Company  agrees  to  permit  the 
County  of  Los  Angeles  to  use  a  portion  of 
such  real  property  for  parking  in  connection 
with  recreation  activities  at  Whittier  Nar- 
rows Golf  Course,  as  the  Secretary  considers 
appropriate. 

(d)  Use  of  Funds.— Any  funds  received  by 
the  Secretary  under  this  section  shall  be  de- 
posited into  the  general  fund  of  the  Treas- 

(e)  Legal  Description  of  Land.— The  exact 
location  and  legal  description  of  the  real 
property  described  in  subsection  (a)  shall  t>e 
determined  by  a  survey  which  is  satisfactory 
to  the  Secretary.  The  cost  of  such  survey 
shaU  be  borne  by  the  company. 


(f)  Additional  Terms.— The  Secretary  may 
require  such  additional  terms  and  condi- 
tions under  this  section  as  the  Secretary 
considers  appropriate  .to  protect  the  inter- 
ests of  the  United  States. 

SEC.    2110.    AITHORIZATION    OF   APPROPRIATIONS, 
ARMY. 

(a)  In  General.— Funds  are  hereby  author- 
ized to  be  appropriated  for  fiscal  years  tie- 
ginning  after  September  30.  1986.  for  mili- 
tary construction,  land  acquisition,  and 
military  family  housing  functions  of  the  De- 
partment of  the  Army  in  the  total  amount  of 
$3,013,060,000  as  follows: 

(1)  For    military    construction    projects 
inside  the  United  States  authorized  by  sec-  . 
tion  2101(a).  $678,350,000. 

(2)  For  military  construction  projects  out- 
side the  United  States  authorized  by  section 
2101(b),  $456,310,000. 

(3)  For  the  construction  of  the  Eastern 
Distribution  Center,  New  Cumberland  Army 
Depot  Pennsylvania,  as  authorized  by  sec- 
tion 101  of  the  Military  Construction  Au- 
thorization Act  1986.  $43,000,000. 

(4)  For  Pershing  II  security  upgrade  at 
various  locations.  Germany,  as  authorized 
by  section  101  of  the  Military  Construction 
Authorization  Act.  1986.  $7,000,000. 

(5)  For  unspecified  minor  construction 
projects  under  section  2805  of  title  10. 
United  States  Code.  $20,000,000. 

(6)  For  architectural  and  engineering  serv- 
ices and  construction  design  under  section 
2807  of  title  10,  United  States  Code, 
$131,640,000. 

(7)  For  military  family  housing  func- 
tions— 

(A)  for  construction  and  acquisition  of 
military  family  housing  and  facilities. 
$420,760,000: 

(B)  for  support  of  military  farrtily  housing 
(including  the  functions  described  in  sec- 
tion 2833  of  title  10.  United  States  Code), 
$1,250,000,000.  ofwhich- 

(i)  not  more  than  $31,246,000  may  be  obli- 
gated or  expended  for  the  leasing  of  military 
family  housing  units  in  the  United  States, 
the  Commonwealth  of  Puerto  Rico,  and 
Guam:  and 

(ii)  not  more  than  $142,639,000  may  be  ob- 
ligated or  expended  for  the  leasing  of  mili- 
tary family  housing  units  in  foreign  coun- 
tries: and 

(C)  for  the  Homeowners  Assistance  Pro- 
gram as  authorized  by  section  2832  of  title 
10.  United  States  Code.  $6,000,000. 

(b)  Authorization  of  Unobugated 
Funds.— (1)  Funds  appropriated  to  the  De- 
partment of  Defense  for  fiscal  years  before 
fiscal  year  1987  which  could  be  used  for 
energy  conservation  projects  for  existing 
military  family  housing  units  of  the  Depart 
ment  of  the  Army  that  remain  available  for 
obligation  are  hereby  authorized  to  tie  made 
available,  to  the  extent  provided  in  appro- 
priation Acts,  for  energy  conservation 
projects  for  military  family  housing  of  the 
Army  in  an  amount  not  to  exceed 
$15,671,000. 

(2)  Funds  appropriated  to  the  Department 
of  Defense  for  fiscal  years  before  fiscal  year 
1987  for  military  construction  functions  of 
the  Army  (other  than  funds  described  in 
paragraph  (1))  that  remain  available  for  ob- 
ligation are  hereby  authorized  to  be  made 
available,  to  the  extent  provided  in  appro- 
priation Acts,  for  the  construction  of  an 
Army  aviation  museum  at  Fort  Rucker.  Ala- 
bama, in  an  amount  not  to  exceed 
$2,500,000. 

(c)  Advance  Authorization  of  Appropria- 
tions for  Fort  Drum,  New  York.— Funds 
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are  hereby  authorized  to  be  appropriated  for 
fiscal  years  beginning  after  September  30. 
1986,  for  the  military  construction  projects 
arid  land  acquisition  authorized  at  Fort 
Drum,  New  York,  by  sections  21011a)  and 
2104  as  follows: 

111  t221.000.000  in  fiscal  year  1988. 

12)  S214.000.000  in  fiscal  year  1989. 

(dl  Limitation  on  Total  Cost  of  Con- 
sTRVCTiON  Projects  Authorized  in  This 
Tttle.— Notwithstanding  the  cost  variations 
authorized  by  section  28S3  of  title  10,  United 
States  Code,  and  any  other  cost  variations 
authorized  by  law.  the  total  cost  of  all 
projects  carried  out  under  section  2101  may 
not  exceed  the  total  amount  authorized  to  be 
appropriated  under  paragraphs  ID  and  I2) 
of  subsection  la)  and  under  subsection  icl. 

SEC.  nil.  EXTESSION  OF  CEKTAIS  PRIOR  YEAR  Al- 
THORIZATIOSS. 

la)  Extension  or  Authorization  of  Cer- 
tain Fiscal  Year  1984  Projects.— Notwith- 
standing the  provisions  of  section  6071a)  of 
the  Military  Construction  Authorization 
Act,  1984  iPublic  Law  98-115.  97  Stat  780). 
authorizations  for  the  following  projects  au- 
thorized in  section  101  of  that  Act  as  ex- 
tended by  section  6061b)  of  the  Military  Con- 
struction Authorization  Act  1986  IPublic 
Law  99-167.  99  Stat  983)  shall  remain  in 
effect  until  October  1.  1987.  or  the  date  of  en- 
actment of  the  Military  Construction  Au- 
thorization Act  for  fiscal  year  1988.  which- 
ever is  later: 

111  Unaccompanied  personnel  housing  in 
the  amount  of  SI. 400.000  at  Argyroupolis, 
Greece. 

12)  Operations  building  in  the  amount  of 
S370,000  at  Argyroupolis.  Greece. 

13)  Multipurpose  recreation  facility  in  the 
amount  of  S480.000  at  Argyroupolis.  Greece. 

14)  Unaccompanied  officer  housing  in  the 
amount  of  S600,000  at  Perivolaki,  Greece. 

15)  Operations  building  in  the  amount  of 
S410.000  at  Perivolaki.  Greece. 

16)  Multipurpose  recreation  facility  in  the 
amount  of  S620.000  at  Perivolaki.  Greece. 

17)  Physical  fitness  training  center  in  the 
amount  of  SI, 000.000  at  Elefsis.  Greece. 

lb)  Extension  of  Authorization  of  Cer- 
tain Fiscal  Year  1985  Projects.— Notwith- 
standing the  provisioTis  of  section  607la)  of 
the  Military  Construction  Authorization 
Act  1985  IPublic  Law  98-407.  98  Slat  15151. 
authorizations  for  the  following  projects  au- 
thorized in  sections  101  of  that  Act  shall 
remain  in  effect  until  October  1.  1987.  or  the 
date  of  enactment  of  the  Military  Construc- 
tion Authorization  Act  for  fiscal  year  1988. 
whichever  is  later 

11)  Barracks  with  dining  facility  in  the 
amount  of  Sll.400.000  at  Presidio  of  San 
Francisco,  California. 

12)  Child  care  center  in  the  amount  of 
Sl,980.000  at  Presidio  of  San  Francisco. 
California. 

13)  Barracks  in  the  amount  of  S6,600,000 
at  Presidio  of  San  Francisco.  California. 

14)  Multipurpose  recreation  facility  in  the 
amount  of  Sl.150.000  at  Koropi,  Greece. 

15)  Multipurpose  recreation  facility  in  the 
amount  of  S960,000  at  Katsimidi,  Greece. 

16)  Barracks  modernization  in  the  amount 
of  S660.000  at  Argyroupolis,  Greece. 

17)  Barracks  modernization  in  the  amount 
ofS660,000  at  Perivolaki,  Greece. 

18)  Barracks  with  dining  facility  in  the 
amount  of  S2,350,000  at  Elefsis.  Greece. 

SEC.  1112.  STVDV  OF  VSE  OF  PROPERTY  AT  LOS  ALA- 
MITOS  ARMED  FORCES  RESERVE 
CE.VrER.  CAUFOR.MA.  FOR  MILITARY 
FAMILY  HOUSING. 

la)  In  General.— The  Secretary  of  the 
Army  and  the  Secretary  of  the  Navy  shall 
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conduct  a  study  concerning  the  potential 
use  of  the  property  currently  being  utilized 
as  the  Los  Alamitos  Armed  Forces  Reserve 
Center,  California,  for  military  family  hous- 
ing for  the  Navy.  __  ^__ 
lb)  Matters  to  Consider.— in  conducting  -Jfexico 
the  study  described  in  subsection  la),  each  of 
the  Secretaries  shall  take  into  consider- 
ation— 

11)  the  extensive  number  of  complaints 
from  residents  concerning  aircraft  noise: 

12)  the  need  for  such  military  family  hous- 
ing: 

13)  the  public  safety  concerns  involved 
with  respect  to  military  aircraft  flying  over 
a  highly  populated,  urban  area: 

14)  the  importance  of  maintaining  facili- 
ties for  the  stationing  of  National  Guard 
and  other  Reserve  component  units; 

15)  the  importance  of  maintaining  facili- 
ties for  the  training  of  military  aviation 
personnel: 

16)  the  importance  of  maintaining  facili- 
ties for  the  maintenance  of  Army  facilities 
and  Army  aircraft  assigned  to  the  Califor- 
nia Army  National  Guard  and  the  United 
States  Army  Reserve: 

17)  the  importance  of  the  Los  Alamitos 
Armed  Forces  Reserve  Center,  California,  as 
a  designated  relief  site  in  the  event  of  a  na- 
tional disaster  or  emergency:  and 

181  the  costs  associated  with  establishing 
and  maintaining  military  family  housing 
for  the  Navy  at  such  Center. 

Ic)  Recommended  Action.— If  the  Secretar- 
ies find  that  the  Center  described  in  subsec- 
tion la)  would  not  be  suitable  for  military 
family  housing  or  that  it  should  not  be  so 
used,  they  shall  recommend,  in  the  report 
transmitted  to  the  Committees  pursuant  to 
subsection  Id),  an  alternate  course  of  action 
for  reducing  the  noise  caused  by  aircraft 
traffic  between  the  Center  and  the  training 
area  in  the  Santa  Ana  Mountains. 

Id)  Date  of  Transmittal.— The  Secretaries 
described  in  subsection  la)  shall  transmit  a 
copy  of  the  findings  and  conclusions  of  the 
study  carried  out  under  this  section  to  the 
Committees  on  Armed  Services  of  the  House 
of  Representatives  and  the  Senate  no  later 
than  90  days  after  the  date  of  enactment  of 
this  Act 

SEC  2113.  LAM)  EXCHASCE.  SASTA  FE.  \E»  MEXICO. 

la)  Authority  to  Convey.— il)  Subject  to 
subsections  lb)  through  (f).  the  Secretary  of 
the  Army  may  make  the  conveyances  de- 
scribed in  paragraphs  12)  and  13). 

12)  The  Secretary  may  convey,  without  re- 
imbursement except  as  provided  in  subsec- 
tion If)l2).  to  the  City  of  Santa  Fe.  New 
Mexico  Ihereinafter  in  this  section  referred 
to  as  the  "City"),  all  right  title,  and  interest 
of  the  United  States  in  and  to  the  southern- 
most 27.88  acres,  more  or  less,  of  the  parcel 
of  land  conveyed  to  the  State  of  New  Mexico 
in  accordance  with  the  Act  of  June  19.  1956 
170  Stat  296)  and  currently  being  leased  to 
the  City  as  a  public  park. 

13)  The  Secretary  may  convey,  without  re- 
imbursement except  as  provided  in  subsec- 
tion If)l2).  to  the  New  Mexico  State  Armory 
Board  Ihereinafter  in  this  section  referred  to 
as  the  "Board"),  all  right  title,  and  interest 
of  the  United  States  in  and  to  the  northern- 
most 21.61  acres,  more  or  less,  of  the  parcel 
of  land  conveyed  to  the  State  of  New  Mexico 
in  accordance  with  the  Act  of  June  19.  1956 
170  Stat  296).  and  currently  the  location  of 
the  State  headquarters  and  other  facilities  of 
the  New  Mexico  National  Guard. 

lb)  Conditions.— The  lands  conveyed  by 
the  Secretary  under  subsection  la)  shall  be 
subject  to  the  following  conditions: 

111  The  City  shall,  in  accordance  with  the 
agreement  entered  into  under  subsection  Id), 


provide  to  the  Board  a  site  of  not  less  than 
250  acres  determined  by  the  Board  to  6e  ac- 
ceptable for  the  construction  of— 

I  A)  an  armory  for  all  New  Mexico  Nation- 
al Guard  units  located  in  Santa  Fe.  New 


IB)  an  organizational  maintenance  shop: 

IC)  a  United  States  property  and  fiscal 
office  building  and  warehouse: 

ID)  a  headquarters  complex  for  the  New 
Mexico  National  Guard; 

IE)  a  local  training  area  for  the  New 
Mexico  National  Guard  units: 

IF)  a  complex  for  the  New  Mexico  Army 
National  Guard  officer  candidate  school 
and  noncommissioned  officer  academy;  and 

IGI  additional  facilities  specified  by  the 
National  Guard  Bureau  or  the  New  Mexico 
State  Armory  Board. 

121  The  Board  shall  use  the  land  provided 
to  it  by  the  City  pursuant  to  paragraph  111 
for  the  training  and  support  of  the  National 
Guard  of  New  Mexico,  and  for  other  mili- 
tary purposes  and  if  the  site  ever  ceases  to 
be  ttsed  for  such  purposes,  all  right  title, 
and  interest  in  and  to  such  property  shall 
revert  to  and  become  the  property  of  the 
United  States  which  shall  have  the  immedi- 
ate right  of  entry  thereon. 

Id  Mineral  Rights.— The  conveyances 
made  by  the  Secretary  under  subsection  lal 
shall  reserve  all  mineral  rights,  including  oil 
and  gas,  to  the  United  States  in  accordance 
with  the  Act  of  June  19.  1956  170  Stat  2961. 

Idl  General  Authority.— To  implement 
the  land  exchange  authorized  by  this  sec- 
tion, the  Secretary  may  enter  into  agree- 
ments with  the  City,  the  Board,  and  such 
other  parties  the  Secretary  determines  are 
necessary  to  effectuate  the  purpose  of  this 
section. 

I  el  Legal  Description  of  Lands.— The 
exact  acreage  and  legal  description  of  the 
site  provided  by  the  City  to  the  Board  in  ac- 
cordance with  subsection  ibl  shall  be  deter- 
mined by  surveys  that  are  satisfactory  to  the 
Secretary.  The  cost  of  any  such  surveys  shall 
be  borne  by  the  City  or  the  Board. 

If  I  Additional  Terms  and  Conditions.— 1 1 1 
The  Secretary  may  require  such  other  terms 
and  conditions  with  respect  to  the  transac- 
tion authorised  by  this  section  as  the  Secre- 
tary considers  appropriate  to  protect  the  in- 
terests of  the  United  States. 

121  The  terms  and  conditions  described  in 
paragraph  111  may  include  a  requirement 
for  payment  to  the  United  States  by  the  City 
or  the  Board,  or  both,  to  the  extent  if  any, 
that  the  value  of  the  property  conveyed  by 
the  United  States  pursuant  to  subsection  lal 
exceeds  the  value  of  the  property  conveyed  to 
the  Board  pursuant  to  subsection  Ibl. 

TITLE  II— NA  VY 

SEC.  229L  AITHORIZED  SAVY  COSSTRl'CTIOS  ASD 

lasd  ACQiisiTio.y  projects. 

la)  Inside  the  United  States.— The  Secre- 
tary of  the  Navy  may  acquire  real  property 
and  may  carry  out  military  construction 
projects  in  the  amounts  shown  for  each  of 
the  following  installations  and  locations 
inside  the  United  States: 

united  states  marine  corps 

Headquarters  Marine  Corps,  Arlington, 
Virginia,  S3,020,000. 

Marine  Corps  Air  Station,  Beaufort  South 
Carolina,  S4,2S0,000. 

Camp  H.  M.  Smith,  Oahu,  Hawaii, 
SI, 570.000. 

Marine  Corps  Base,  Camp  Lejeune,  North 
Carolina,  S36, 120,000. 

Marine  Corps  Air  Station,  Camp  Pendle- 
ton, California,  S10,410,000. 
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Marine  Corps  Base,  Camp  Pendleton,  Cali- 
fornia. $37,140,000. 

Marine  Corps  Air  Station,  Cherry  Point, 
North  Carolina,  $15,510,000. 

Marine  Corps  Air  Station,  El  Toro,  Cali- 
fornia, $13,450,000. 

Marine  Corps  Air  Station,  Kaneohe  Bay, 
Hawaii.  $39,440,000. 

Marine  Corps  Air  Station,  New  River, 
North  Carolina,  $21,710,000. 

Marine  Corps  Recruit  Depot  San  Diego, 
California.  $8,440,000. 

Marine  Corps  Air  Station,  Tustin,  Califor- 
nia, $14,910,000. 

Marine  Corps  Air-Ground  Combat  Center. 
Twentynine  Palms,  California,  $32,630,000. 

Marine  Corps  Air  Station,  Yuma,  Arizona, 
$8,860,000. 

SPACE  AND  NAVAL  WARFARE  SYSTEMS  COMMAND 

Naval  Electronic  Systems  Engineering 
Center,  Portsmouth.  Virginia.  $1,870,000. 

CHIEF  OF  NA  VAL  OPERATIONS 

Naval  Academy,  Annapolis,  Maryland, 
$2,660,000. 

Navy  Tactical  Interoperability  Support 
Activity,  Long  Beach,  California,  $510,000. 

Naval  Legal  Service  Office.  Norfolk,  Vir- 
ginia, $1,080,000. 

Naval  Legal  Service  Office  Detachment 
Oceana,  Virginia,  $540,000. 

Commandant  Naval  District  Washington, 
District  of  Columbia.  $2,000,000. 

COMMANDER  IN  CHIEF.  ATLANTIC  FLEET 

Naval  Air  Station.  Brunswick,  Maine, 
$1,160,000. 

Naval  Air  Station.  Cecil  Field.  Florida. 
$8,640,000. 

Naval  Station,  Charleston.  South  Caroli- 
na. $1,400,000. 

Naval  Ocean  Processing  Facility.  Dam 
Neck,  Virginia,  $540,000. 

Naval  Air  Station.  Jacksonville.  Florida, 
$9,030,000. 

Naval  Air  Station.  Key  West  Florida, 
$10,140,000. 

Naval  Amphibious  Base,  Little  Creek,  Vir- 
ginia, $6,970,000. 

Naval  Station,  Mayport  Florida,  $880,000. 

Naval  Supply  Center  Detachment  May- 
port  Florida,  $3,730,000. 

Naval  Submarine  Base,  New  London,  Con- 
necticut $4,630,000. 

Naval  Station,  New  York,  New  York, 
$52,950,000. 

Fleet  Intelligence  Center  Europe  and  At- 
lantic. Norfolk.  Virginia.  $1,880,000. 

Naval  Air  Station,  Norfolk,  Virginia, 
$1,570,000. 

COMMANDER  IN  CHIEF,  PACIFIC  FLEET 

Naval  Air  Station.  Adak,  Alaska. 
$24,400,000. 

Naval  Facility.  Adak.  Alaska.  $5,700,000. 

Naval  Air  Station,  Alameda.  California, 
$18,625,000. 

Naval  Submarine  Base,  Bangor,  Washing- 
ton. $5,900,000. 

Trident  Refit  Facility,  Bangor,  Washing- 
ton, $1,570,000. 

Naval  Facility,  Centerville  Beach,  Califor- 
nia, $1,370,000. 

Naval  Amphibious  Base,  Coronado,  Cali- 
fornia. $21,170,000. 

Naval  Air  Station,  Fallon,  Nevada, 
$31,200,000. 

Naval  Air  Station,  Lemoore,  California, 
$980,000. 

Naval  Station,  Long  Beach  California, 
$7,260,000. 

Naval  Magazine,  Lualualei,  Hawaii, 
$4,350,000. 

Naval  Air  Station.  Miramar.  California, 
$40,400,000. 

Naval  Station,  Pearl  Harbor,  Hawaii, 
$3,240,000. 


Naval  Submarine  Base,  Pearl  Harbor, 
Hawaii,  $690,000. 

Naval  Station.  San  Diego,  California, 
$19,460,000. 

Naval  Submarine  Base,  San  Diego,  Cali- 
fornia, $6,500,000. 

Naval  Station,  Seattle,  Washington, 
$2,950,000. 

Naval  Air  Station.  Whidbey  Island.  Wash- 
ington, $5,180,000. 

CHIEF  OF  NA  VAL  EDUCATION  AND  TRAINING 

Naval  Air  Station,  Corpus  Christi,  Texas, 
$690,000. 

Naval  Guided  Missile  School  Dam  Neck, 
Virginia,  $3,140,000. 

Naval  Training  Center,  Great  Lakes,  Illi- 
nois, $5,300,000. 

Naval  Construction  Training  Center, 
Gulfport  Mississippi.  $1,180,000. 

Naval  Air  Station.  Kingsville,  Texas, 
$3,780,000 

Combat  Systems  Technical  Schools  Com- 
mand. Mare  Island.  California.  $5,200,000. 

Naval  Air  Station,  Memphis,  Tennessee, 
$3,010,000. 

Naval  Air  Station.  Meridian,  Mississippi, 
$4,410,000. 

Naval  Submarine  School  New  London, 
Connecticut  $9,540,000. 

Naval  Education  and  Training  Center, 
Newport  Rhode  Island,  $11,700,000. 

Surface  Warfare  Officers  School  Com- 
mand, Newport  Rhode  Island,  $8,840,000. 

Fleet  Training  Center,  Norfolk,  Virginia, 
$5,400,000. 

Naval  Training  Center.  Orlando,  Florida. 
$12,620,000. 

Naval  Diving  and  Salvage  Training 
Center.  Panama  City,  Florida.  $2,850,000. 

Naval  Technical  Training  Center.  Pensa- 
cola,  Florida.  $7,360,000. 

Naval  Construction  Training  Center,  Port 
Hueneme.  California.  $3,240,000. 

Fleet  Intelligence  Training  Center.  Pacif- 
ic. San  Diego.  California,  $4,220,000. 

Fleet  Training  Center.  San  Diego.  Califor- 
nia, $3,930,000. 

Naval  Training  Center.  San  Diego,  Cali- 
fornia. $18,170,000. 

Naval  Technical  Training  Center.  San 
Francisco.  California.  $9,820,000. 

Naval  Air  Station,  Whiting  Field.  Florida. 
$2,120,000. 

NA  VAL  MEDICAL  COMMAND 

Naval  Hospital,  Camp  Lejeune,  North 
Carolina.  $1,670,000. 

Naval  Hospital  Pensacola.  Florida. 
$690,000. 

NAVAL  OCEANOGRAPHY  COMMAND 

Naval  Observatory.  Washington,  District 
of  Columbia,  $980,000. 

NA  VAL  SECURITY  GROUP  COMMAND 

Naval  Security  Group  Activity.  Adak, 
Alaska,  $14,600,000. 

NAVAL  SUPPLY  SYSTEMS  COMMAND 

Naval  Supply  Center,  Bremerton.  Wash- 
ington, $500,000. 

Naval  Supply  Center.  Jacksonville,  Flori- 
da. $830,000. 

Navy  Ships  Parts  Control  Center.  Mechan- 
icsburg,  Pennsylvania,  $1,670,000. 

Naval  Supply  Center,  Norfolk.  Virginia, 
$3,140,000 

Naval  Supply  Center.  Oakland,  Califor- 
nia. $3,490,000. 

Naval  Supply  Center.  Pearl  Harbor. 
Hawaii,  $11,820,000. 

Naval  Supply  Center,  San  Diego,  Califor- 
nia. $2,450,000. 

NAVAL  AIR  SYSTEMS  COMMAND 

Pacific  Missile  Range  Facility,  Barking 
Sands.  Kauai,  Hawaii,  $8,260,000. 

Naval  Air  Rework  Facility,  Cherry  Point 
North  Carolina,  $37,200,000. 


Naval  Air  Test  Center,  Patuxent  River, 
Maryland,  $21,140,000. 

Naval  Air  Rework  Facility,  Pensacola, 
Florida,  $8,050,000. 

Pacific  Missile  Test  Center.  Point  Mugu, 
California,  $590,000. 

NA  VAL  FACILITIES  ENGINEERING  COMMAND 

Naval  Construction  Battalion  Center, 
Gulfport  Mississippi,  $17,650,000. 

Navy  Public  Works  Center,  Norfolk,  Vir- 
ginia, $8,740,000. 

Navy  Public  Works  Center,  Pearl  Harbor, 
Hawaii.  $25,690,000. 

Navy  Public  Works  Center,  Pensacola, 
Florida,  $2,120,000. 

Naval  Construction  Battalion  Center, 
Port  Hueneme,  California.  $7,120,000. 

Navy  Public  Works  Center,  San  Francisco, 
California,  $450,000. 

NAVAL  SEA  SYSTEMS  COMMAND 

Charleston  Naval  Shipyard,  Charleston, 
South  Carolina.  $10,810,000. 

Naval  Weapons  Station,  Charleston,  South 
Carolina.  $22,630,000. 

Naval  Weapons  Station.  Concord,  Califor- 
nia, $790,000. 

Naval  Weapons  Support  Center.  Crane. 
Indiana.  $6,880,000. 

Naval  Weapons  Station,  Earle.  New 
Jersey.  $54,760,000. 

Naval  Ordnance  Station,  Indian  Head, 
Maryland.  $1,450,000. 

Naval  Undersea  Warfare  Engineering  Sta- 
tion. Keyport  Washington.  $5,890,000. 

Long  Beach  Naval  Shipyard.  Long  Beach, 
California.  $3,630,000. 

Norfolk  Naval  Shipyard,  Portsmouth.  Vir- 
ginia. $5,900,000. 

Naval  Sea  Combat  Systems  Engineering 
Station,  Norfolk,  Virginia.  $980,000. 

Supervisor  of  Shipbuilding.  Pascagoula, 
Mississippi,  $4,120,000. 

Naval  Ship  System  Engineering  Station, 
Philadelphia,  Pennsylvania.  $400,000. 

Portsmouth     Naval     Shipyard.     Kittery,  - 
Maine.  $12,270,000. 

Naval  Weapons  Station.  Yorktown,  Vir- 
ginia. $4,220,000. 

OFFICE  OF  THE  CHIEF  OF  NA  VAL  RESEARCH 

Naval  Weapons  Center,  China  Lake.  Cali- 
fornia, $1,370,000. 

Naval  Surface  Weapons  Center,  Dahlgren, 
Virginia.  $15,960,000. 

Naval  Coastal  Systems  Center,  Panama 
City.  Florida.  $880,000. 

Naval  Research  Laboratory  Annex,  Quan- 
tico.  Virginia.  $1,500,000. 

STRATEGIC  SYSTEMS  PROJECT  OFFICE 

Naval  Submarine  Base,  Kings  Bay.  Geor- 
gia, $117,610,000. 

lb)  Outside  the  United  States.— The  Secre- 
tary of  the  Navy  may  acquire  real  property 
and  may  carry  out  military  construction 
projects  in  the  amounts  shown  for  each  of 
the  following  installations  and  locations 
outside  the  Uriited  States: 

MARINE  CORPS 

Marine  Corps  Air  Station,  Futenma,  Oki- 
nawa. Japan.  $4,270,000. 

Marine  Corps  Base,  Camp  Smedley  D. 
Butler.  Okinawa.  Japan.  $8,950,000. 

COMMANDER  IN  CHIEF,  ATLANTIC  FLEET 

Naval  station,  Guantanamo  Bay,  Cuba, 
$2,600,000. 

Naval  Air  Station,  Keflavik,  Iceland, 
$13,840,000. 

Naval  Facility,  Keflavik,  Iceland, 
$1,570,000. 

Atlantic  Fleet  Weapons  Training  Facility, 
Roosevelt  Roads,  Puerto  Rico,  $4,220,000 

Naval  Station,  Roosevelt  Roads.  Puerto 
Rico,  $7,080,000. 
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COMMANDER  IN  CHIEF,  PACIFIC  FLEET 

Adminiatrative  Support  Unit,  Bahrain 
Island,  t2.SS0.000. 

Mobile  CoTutruction  Battalion,  Camp 
Covingtoru  Guam,  tlS.SOO.OOO. 

Naval  Facility.  Guam.  S820.000. 

Naval  Supply  Depot,  Guain,  f 400.000. 

COMMANDER  IN  CHIEF.  UNITED  STATES  NAVAL 
FORCES  EUROPE 

Naval    Support    Activity.    Naples.    Italy, 
S1.S70.000 
Naval  Station,  Rota,  Spain,  $4,600,000. 
Classified  Locations,  tlS.700.000. 

NAVAL  TELECOMMUNICATIONS  COMMAND 

Naval  Communications  Area  Master  Sta- 
tion, Western  Pacific.  Guam.  S480.000. 

Naval  Communications  Station,  Harold 
E.  Holt,  Exmouth.  Australia,  $2,180,000. 

Naval  Communications  Area  Master  Sta- 
tion, Mediterranean.  Naples.  Italy. 
t»,2S0.000. 

Naval  Communication  Station.  Thurso. 
United  Kingdom.  $350,000. 

NAVAL  SECURITY  GROUP  COMMAND 

Naval  Security  Group  Activity.  Edzell, 
Scotland,  $2,250,000. 

Naval  Security  Group  Detachment,  Guam, 
t2.lS0.000. 

Naval  Security  Group  Activity.  Sabana 
Seca,  Puerto  Rico.  $790,000. 

NAVAL  FACILITIES  ENGINEERING  COMMAND 

Navy  Public  Works  Center.  Guam, 
tl. 570.000. 

OFFICE  OF  THE  CHIEF  OF  NA  VAL  RESEARCH 

Naval  Underwater  Systems  Center,  Andros 
Island,  Bahamas,  1 3,730,000. 

SEC.  ift  FAMILY  HOVSING. 

The  Secretary  of  the  Navy  may  construct 
or  act/uire  family  housing  units  (including 
land  acguisitionJ  at  the  following  ittstalla- 
tions  in  the  number  of  units  shovm.  and  in 
the  amount  shown,  for  each  installation: 

Naval  Station.  Long  Beach.  California, 
three  hundred  units,  t22.900.000. 

Naval  Air  Station,  Moffett  Field.  Califor- 
nia, one  hundred  and  twenty-six  units, 
tll,600,000. 

Navy  Public  Works  Center.  San  Francisco. 
California,  three  hundred  units.  $26,450,000. 

Marine  Corps  Air-Ground  Combat  Center, 
Twentynine  Palms.  California,  three  hun- 
dred and  ninety-tiDO  units  and  seventy-five 
mobile  home  spaces.  $35,300,000. 

Marine  Corps  Base.  Camp  Pendleton.  Cali- 
fornia, one  hundred  mobile  home  spaces. 
$1,800,000. 

Marine  Corps  Base,  Camp  Lejeune.  North 
Carolina,  seventy-five  mobile  home  spaces. 
t9  30.000 

Marine  Corps  Development  and  Educa- 
tion Command,  Quantico,  Virginia,  fifty 
mobile  home  spaces,  $790,000. 

Naval  Station,  Keflavik,  Iceland,  two  hun- 
dred arid  fifty  units,  $48,642,000. 

SEC.    im.    IMPItOVEMBNTS    TO    MILITARY   FAMILY 
HOVSISG  I'SITS. 

la)  Amount  Authorized.— Subject  to  sec- 
tion 2825  of  title  10.  United  States  Code,  the 
Secretary  of  the  Navy  may  make  expendi- 
tures, using  amounts  appropriated  pursuant 
to  section  2210(a)(7)IA).  to  improve  existing 
military  family  housing  units  in  an  amount 
not  to  exceed  $51,580,000. 

lb)  Waiver  of  Maximum  Per  Unit  Cost 
For  Certain  Improvement  Projects.— Not- 
teithstanding  the  maximum  arnount  per 
unit  for  an  improvement  project  under 
282S(b)  of  title  10.  United  States  Code,  the 
Secretary  of  the  Navy  may  carry  out  projects 
to  improve  existing  military  family  housing 
units  at  the  following  installations  in  the 
number  of  units  shovm,  and  in  the  amount 
thovm,  for  each  installation: 


Naval  Station.  Mare  Island,  Vallejo,  Cali- 
fornia, one  hundred  units.  $5,200,000. 

Marine  Corps  Logistics  Base.  Albany. 
Georgia,  one  unit.  $33,300. 

Navy  Public  Works  Center.  Great  Lakes. 
Illinois,  two  hundred  and  ten  units, 
$9,400,000. 

Naval  Air  Station,  Brunswick.  Maine, 
forty-four  units.  $1,274,600. 

Naval  Construction  Battalion  Center. 
Gulfport,  Mississippi,  one  unit,  $28. 700. 

Naval  Air  Station,  Fallon,  Nevada,  forty- 
four  units,  $1,868,500. 

Naval  Station,  New  York,  New  York,  one 
hundred  and  twenty  units,  $9,600,000. 

Naval  Air  Development  Center.  Warmin- 
ster. Pennsylvania,  six  units,  $256,800. 

Naval  Education  and  Training  Center. 
Newport,  Rhode  Island,  one  hundred  and 
eighty-six  units,  $10,200,000. 

Navy  Public  Works  Center.  Guam,  one 
unit,  $64,700. 

Navy  Public  Works  Center,  Guam,  one 
hundred  and  nine  units,  $10,360,000. 

Naval  Air  Station.  Agana,  Guam,  one  hun- 
dred uniU.  $9,517,000. 

Naval  Air  Station,  Agana,  Guam,  one 
unit,  $58,600. 

SEC.  2294.  ACQVISITIOS  OF  EXISTINC  HOVSING  VNITS 
OS  GIAM. 

The  Secretary  of  the  Navy  may  acquire, 
without  reimbursement,  89  existing  family 
housing  units  constructed  and  used  by  the 
Federal  Aviation  Administration  on  land  in 
Finegayan,  Guam,  held  by  the  Secretary  of 
the  Navy  under  the  provisions  of  section 
1158  of  title  49,  United  States  Code. 

SEC.  229i.  I\CREASE  /;V  TITLE  TOTAL  AMOVST  FOR 
MILITARY  COSSTRUCTIOS  PRfJJECT  AT 
KI.\GS  BA  Y.  GEORGIA. 

Section  602<c)  of  the  Military  Construc- 
tion Authorization  Act,  1986  (Public  Law 
99-167:  99  Stat  981).  is  amended  by  striking 
"may  not  exceed  the  total  amount  author- 
ized" and  all  that  follows  and  inserting  the 
following: 
"may  not  exceed— 

"ID  the  total  amount  authorized  to  be  ap- 
propriated under  paragraphs  11)  and  (2)  of 
subsection  la): 

"12)  the  amount  specified  in  subsection 
lb);  and 

"13)  $85,600,000  I  the  balance  of  the 
amount  authorized  under  section  2011a)  for 
military  construction  projects  at  Kings  Bay. 
Georgia). ". 

SEC  22H.  GRASTING  OF  EASEMEyTS  AND  REPLACE- 
MENT OF  FAMILY  HOVSING  t'NITS  AND 
OTHER  FACILITIES  AT  MARINE  CORPS 
AIR  STATION.  EL  TORO.  CALIFORNIA. 

la)  Authority  to  Grant  Easements.— Sub- 
ject to  subsection  lb)  and  other  conditions 
the  Secretary  may  specify  in  the  agreements 
entered  into  for  the  purpose  of  carrying  out 
this  section,  the  Secretary  of  the  Navy  may 
grant  to  the  County  of  Orange,  California, 
one  or  more  easements  through  the  Marine 
Corps  Air  Station,  El  Toro,  California. 

lb)  Mandate  to  Replace  Family  Housing 
AND  Other  Facilities.- ID  Subject  to  subsec- 
tion Ic),  the  Secretary  shall  provide  for  the 
replacement  of  all  family  housing  units  and 
other  facilities  that  are  to  be  demolished  as 
a  result  of  any  easement  granted  under  sub- 
section la). 

12)  An  easement  granted  under  subsection 
la)  shall  not  become  effective  until  the  Sec- 
retary determines  that— 

lA)  family  housing  units  have  been  con- 
structed to  replace  all  the  family  housing 
units  to  be  demolished  as  a  result  of  sucA 
easement;  and 

IB)  such  replacement  units  meet  the  appli- 
cable requirements  specified  in  the  agree- 
ments referred  to  in  subsection  la). 


13)  Until  the  determination  referred  to  in 
paragraph  12)  is  made,  the  Secretary  shall 
continue  to  use,  as  military  family  housing, 
the  housing  units  that  are  to  be  demolished 
as  a  result  of  an  easement  becoming  effec- 
tive. 

Ic)  Funding.— 11)  The  Secretary  may  use 
not  more  than  $2,300,000  of  the  amount  ap- 
propriated pursuant  to  section  2210la)l7)IA) 
for  payment  in  connection  with  the  con- 
struction of  replacement  family  housing 
units  required  by  subsection  lb). 

12)  The  Secretary  may  make  available 
amounts  for  the  construction  of  such  re- 
placement family  housing  units  at  the  times 
specified  in  the  agreements  referred  to  in 
subsection  la). 

13)  The  Secretary  may  not  make  any  funds 
available  for  the  replacement  of  facilities 
that  are  not  family  housing  facilities. 

.SEC.  2297.  LAND  EXCHANGE.  LONG  BEACH  NAVAL 
station.  CALIFORNIA. 

la)  Authority  to  Exchange.- Subject  to 
subsections  lb)  through  Id),  the  Secretary  of 
the  Navy  may  exchange  approximately  16 
acres  of  real  property  land  improvements 
thereon)  adjacent  to  Admiral  Kidd  Park  at 
the  Long  Beach  Naval  Station,  California, 
to  the  City  of  Long  Beach,  California,  for 
real  property  land  improvements  thereon) 
located  on  HiU  Street,  between  Webster 
Avenue  and  the  Terminal  Island  Freeway, 
in  Long  Beach,  California. 

lb)  Condition.— If  the  fair  market  value  of 
the  real  property  and  improvements  con- 
veyed to  the  City  under  subsection  (a)  ex- 
ceeds the  fair  market  value  of  the  real  prop- 
erty and  improixments  conveyed  to  the 
United  States  as  described  in  such  subsec- 
tion, the  City  shall  pay  the  difference  to  the 
United  Stales.  The  Secretary  shall  deposit 
any  funds  received  under  this  subsection  as 
miscellaneous  receipts  in  the  Treasury. 

Ic)  Legal  Description  of  Land.— The  exact 
acreage  and  legal  description  of  the  real 
property  exchanged  under  this  section  shall 
be  in  accordance  with  surveys  that  are  satis- 
factory to  the  Secretary. 

Id)  Additional  Terms.— The  Secretary  may 
require  such  additional  terms  and  condi- 
tions under  this  section  as  the  Secretary 
considers  appropriate  to  protect  the  inter- 
ests of  the  United  States. 

SEC.  22mt.  LEASE  AND  DEVELOPMENT  OF  CERTAIN 
REAL  PROPERTY.  SAN  DIEGO.  CALIFOR- 
NIA. 

la)  In  General.— Subject  to  subsections  lb) 
through  Ig),  the  Secretary  of  the  Navy  may 
enter  into  leases  of  real  property  located 
within  the  Broadway  Complex  of  the  De- 
partment of  the  Navy,  San  Diego,  Califor- 
nia. 

lb)  Consideration.— ID  In  consideration 
for  leasing  the  real  property  described  in 
subsection  la),  the  Secretary  shall  obtain, 
without  compensation  or  at  substantially 
below  market  value,  facilities  or  the  use  of 
facilities,  or  both,  constructed  on  such  real 
property  by  the  lessees. 

12)  The  Secretary  shall  provide  that  the 
value  of  the  facilities  or  the  use  of  facilities, 
or  both,  obtained  under  paragraph  ID  shall 
be  at  least  equal  to  the  value  of  the  use  of  the 
real  property  leased  under  subsection  (a),  as 
determined  6v  the  Secretary. 

Ic)  Conditions.— ID  The  Secretary  sAoi/ 
provide  that  the  real  property  leased  under 
subsection  la)  be  developed  in  a  manner 
that  is  in  the  best  interests  of  the  Depart- 
ment of  the  Navy,  taking  into  consideration 
the  appropriate  use  of  the  real  property  and 
the  maximum  economic  return  Uuit  can  be 
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realized  fry  the  Department  with  respect  to 
such  property. 

(2)  A  lease  may  not  be  entered  into  under 
thU  section  until  21  days  after  the  Secretary 
submits  a  plan  for  the  development  of  the 
real  property  described  in  subsection  (a)  to 
the  CommitUes  of  the  Armed  Services  of  the 
Senate  and  the  House  of  Representatives,  in- 
cluding a  justification  of  how  this  plan  is 
more  advantageous  to  the  United  States 
than  developing  the  real  property  with  Fed- 
eral funds. 

(d)  CoMPETmvE  Procedures.— Each  lease 
entered  into  under  subsection  (a)  shall  be 
auMrded  through  the  use  of  competitive  pro- 
cedures. 

(e)  Right  To  Acquire.— The  Secretary  may 
provide  that,  upon  the  termination  of  a 
lease  entered  into  under  this  section,  the 
United  States  shall  have  the  right  of  first  re- 
fusal to  acquire  all  right,  title,  and  interest 
to  the  facilities  constructed  on  the  real  prop- 
erty subject  to  such  lease. 

(f)  ADomoNAL  Terms.— The  Secretary  may 
require  such  additional  terms  and  condi- 
tions in  connection  with  the  leases  author- 
ized by  this  section  as  the  Secretary  consid- 
ers appropriate  to  protect  the  interests  of  the 
United  States. 

(g)  IdurrATtON.-The  Secretary  may  oWt- 
gate  or  expend  amounts  to  obtain  facilities 
or  use  of  facilities  under  subsection  <b)(l) 
only  to  the  extent  funds  are  available  for 
such  purpose. 
SEC  ztn.  certain  enusted  qvarters.  cvam. 

Section  201  (b)  of  the  Military  Construc- 
tion Authorization  Act,  1986  (Public  Law 
99-167;  99  Stat  970),  is  amended— 

ID  by  striking  out  "Naval  Magazine, 
Guam,  $11,270,000."  and  inserting  in  lieu 
thereof  "Naval  Magazine,  Guam, 
$6,570,000.":  and 

(21  by  striking  out  "Naval  Station,  Guam, 
$10,200,000."  and  inserting  in  lieu  thereof 
"Naval Station,  Ctuam,  $14,900,000." 
SEC.    ait.    AUTHORIZATION   OF  APPROPRIATIONS. 
NAVY. 

(a)  In  General.— Funds  are  hereby  author- 
ized to  6e  appropriated  for  fiscal  years  be- 
ginning after  September  30,  1986.  for  mili- 
tary construction,  land  acquisition,  and 
military  family  housing  functions  of  the  De- 
partment of  the  Navy  in  the  total  amount  of 
$2,210,683,000  as  follows: 

(1)  For  military  construction  projects 
inside  the  United  States  authorized  by  sec- 
tion 2201(a),  $1,138,005,000. 

(2)  For  military  construction  projects  out- 
side the  United  States  authorized  by  section 
2201  (b J,  $105,420,000. 

(3)  For  military  construction  projects  at 
Kings  Bay,  Georgia,  authorized  by  section 
2201(a)  of  the  Military  Construction  Author- 
ization Act.  1986,  $40,905,000. 

(4)  For  unspecified  minor  construction 
projects  under  section  2805  of  title  10, 
United  States  Code.  $15,000,000. 

(5)  For  architectural  and  engineering  serv- 
ices and  construction  design  under  section 
2807  of  title  10,  United  States  Code, 
$143,770,000. 

(6)  For  advances  to  the  Secretary  of  Trans- 
portation for  construction  of  defense  access 
roads  under  section  210  of  title  23.  United 
States  Code,  $5,400,000. 

(7)  For  military  family  housing  func- 
tions— 

(A)  for  construction  and  acquisition  of 
military  family  housing  and  facilities. 
$204,292,000:  and 

(B)  for  support  of  military  housing  (in- 
cluding functions  described  in  section  2833 
ofHtle  10.  United  States  Code).  $557,891,000. 
of  which— 


(i)  not  more  than  $5,214,100  may  be  obli- 
gated or  expended  for  the  leasing  of  military 
family  housing  in  the  United  States,  the 
Commonioealth  of  Puerto  Rico,  and  Guam: 
and 

(ii)  not  more  than  $17,244,900  may  be  obli- 
gated or  expended  for  the  leasing  of  military 
family  housing  units  in  foreign  countries. 

(b)  UmrrATiON  on  Total  Cost  of  Con- 
struction Projects  Authorized  in  This 
Title.— Notwithstanding  the  cost  variations 
authorized  by  section  2853  of  title  10.  United 
States  Code,  and  any  other  cost  variation 
authorized  by  law.  the  total  cost  of  all 
projects  carried  out  under  section  2201  of 
this  division  may  not  exceed  the  total 
amount  authorized  to  be  appropriated 
under  paragraphs  (1)  and  (2)  of  subsection 
(a). 

SEC.  2211.  EXTENSION  OF  CERTAIN  PRIOR  YEAR  AC- 
THORtZATIONS. 

(a)  Extension  of  Authorization  of  Cer- 
tain Fiscal  Year  1984  Projects.— Notwith- 
standing the  provisions  of  section  607(a)  of 
the  Military  Construction  Authorization 
Act,  1984  (Public  Law  98-115,  97  Stat  780). 
authorizations  for  the  following  projects  au- 
thorized in  section  201  of  that  Act,  as  ex- 
tended by  section  606(b)  of  the  Military  Con- 
struction Authorization  Act,  1986  (Public 
Law  99-167.  99  Stat  983)  shall  remain  in 
effect  untU  October  1.  1987.  or  the  daU  of 
enactment  of  the  Military  Construction  Au- 
thorization Act  for  fiscal  year  1988.  which- 
ever is  later: 

(1)  Land  acquisition  in  the  amount  of 
$830,000  at  the  Naval  Weapons  Station, 
Concord.  California. 

(2)  Unaccompanied  enlisted  personnel 
housing  in  the  amount  of  $10,000,000  at  the 
Naval  Air  Station.  Jacksonville.  Florida. 

(3)  Electrical  distribution  lines  in  the 
amount  of  $7,200,000  at  the  Mare  Island 
Naval  Shipyard,  Vallejo.  California. 

(b)  Extension  of  Authorization  of  Cer- 
tain Fiscal  Year  1985  Projects.— Notunth- 
standing  the  provisions  of  section  607(a)  of 
the  Military  Construction  Authorization 
Act,  1985  (Public  Law  98-407,  98  StaL  1515). 
authorizations  for  the  following  projects  au- 
thorized in  sections  201  of  that  Act  shall 
remain  in  effect  until  October  1.  1987,  or  the 
date  of  enactment  of  the  Military  Construc- 
tion Authorization  Act  for  fiscal  year  1988. 
whichever  is  later: 

(1)  Unaccompanied  enlisted  personnel 
housing  in  the  amount  of  $10,740,000  at  the 
Marine  Corps  Air  Station,  Yuma,  Arizona. 

(2)  Antenna  support  facility  in  the 
amount  of  $320,000  at  the  Naval  Security 
Group  Activity,  Adak,  Alaska. 

(3)  Data  processing  center  in  the  amount 
of  $6,160,000  at  the  Naval  Supply  CenUr, 
Bremerton,  Washington. 

(4)  Unaccompanied  enlisted  personnel 
housing  in  the  amount  of  $12,130,000  at  the 
Naval  Air  Statioru  Whidbey  Island,  Wash- 
ington. 

(5)  Unaccompanied  enlisted  personnel 
housing  in  the  amount  of  $6,600,000  at  the 
Naval  Station,  Mere  Island,  Vallejo.  Califor- 


nia. 

(6)  Engine  test  cell  in  the  amount  of 
$9,700,000  for  the  Naval  Air  Rework  Facili- 
ty. Cherry  Point.  North  Carolina. 

(7)  Security  building  in  the  amount  of 
$850,000  for  the  Naval  Station,  Norfolk.  Vir- 
ginia. 

(8)  Unaccompanied  enlisted  personnel 
housing  in  the  amount  of  $1,580,000  for  the 
Naval  Station,  Panama  Canal,  Panama. 

(9)  Heating,  ventilation  and  air  condi- 
tioning in  the  amount  of  $4,540,000  for  the 
Naval  Air  Station,  Alameda,  California. 


(10)  Land  acquisition  in  the  amount  of 
$4,750,000  for  the  Marine  Corps  Air  Station, 
El  Toro,  California. 

(11)  Maintenance  hangar  in  the  amount  of 
$5,000,000  for  the  Naval  Air  Station,  Fallon, 
Nevada. 

(12)  Construction  battalion  unit  complex 
in  the  amount  of  $1,090,000  for  the  Naval 
Station,  Mare  Island,  Vallejo.  California. 

(13)  Airframes  shop  in  the  amount  of 
$1,680,000  for  the  Pacific  MissiU  Test 
Center.  Point  Mugu,  California. 

(14)  Unaccompanied  enlisted  personnel 
housing  in  the  amount  of  $6,650,000  for  the 
Pacific  Missile  Test  Center.  Point  Mugu, 
California. 

(15)  Maintenance  hangar  in  the  amount  of 
$13,200,000  for  the  Marine  Corps  Air  Sta- 
tion, Tustin,  California. 

(16)  Oil  spill  prevention  facility  in  the 
amount  of  $710,000  for  the  Marine  Corps  Air 
Station,  Tustin,  California. 

(17)  Energy  monitoring  and  contrt^ 
system  in  the  amount  of  $1,100,000  for  the 
Naval  Air  Station,  Chase  Field,  Texas. 

(18)  Host  nation  infrastructure  support  in 
the  amount  of  $2,970,000  for  various  loca- 
tions. 

TITLE  III— AIR  FORCE 

SEC.  23tl.  AITHORIZED  AIR  FORCE  CONSTRVCTION 
AND  LAND  ACQUISITION  PROJECTS. 

(a)  Inside  the  Unffed  States.— The  Secre- 
tary of  the  Air  Force  may  acquire  real  prop- 
erty and  may  carry  out  military  construc- 
tion projects  in  the  amount  shown  for  each 
of  the  following  installations  and  locations 
inside  the  United  States: 

AIR  FORCE  LOGISTICS  COMMAND 

HiU  Air  Force  Base.  Utah.  $20,550,000. 

KeUy  Air  Force  Base,  Texas.  $10,900,000. 

McClellan  Air  Force  Base.  California, 
$28,900,000. 

Newark  Air  Force  Station,  Ohio. 
$3,000,000. 

Robbins  Air  Force  Base,  Georgia, 
$16,055,000. 

Tinker  Air  Force  Base.  Oklahoma. 
$32,900,000. 

Wright-Patterson  Air  Force  Base,  Ohio. 
$19,500,000. 

AIR  FORCE  SYSTEM  COMMAND 

Arnold  Air  Force  Station,  Tennessee, 
$3,530,000. 

Edwards  Air  Force  Base,  California, 
$14,100,000. 

Eglin  Air  Force  Base,  Florida,  $720,000. 

Hanscom  Air  Force  Base.  Massachusetts. 
$4,000,000. 

Patrick  Air  Force  Base,  Florida, 
$2,600,000. 

Sunnyvale  Air  Force  Station.  California. 
$2,600,000. 

AIR  TRAINING  COMMAND 

ChanuU  Air  Force  Base.  Illinois. 
$11,300,000. 

Keesler  Air  Force  Base,  Mississippi. 
$1,970,000 

Lackland  Air  Force  Base,  Texas. 
$16,000,000. 

Laughlin  Air  Force  Base.  Texas. 
$3,700,000. 

Mather     Air     Force     Base,      California, 

$740,000 

Randolph  Air  Force  Base,  Texas, 
$2,250,000 

Williams  Air  Force  Base,  Arizona, 
$4,900,000. 

AIR  UNIVERSITY 

Gunter  Air  Force  Station,  Alabama, 
$2,900,000. 

Maxwell  Air  Force  Base,  Alabama, 
$5,310,000 
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ALASKAN  AIR  COMMAND 

Eielson  Air  Force  Base,  Alaska. 
SI  2.590.000. 

Elmendorf  Air  Force  Base.  Alaska. 
S8. 170.000. 

Galena  Airport  Alaska.  $11,600,000. 

King  Salmon  Airport.  Alaska.  S4.050.000. 

Shemya  Air  Force  Base.  Alaska. 
$22,300,000. 

MILITARY  AIRLIFT  COMMAND 

Altus  Air  Force  Base.  Oklahoma,  $310,000. 

Andrews  Air  Force  Base.  Maryland. 
$25,430,000. 

Charleston  Air  Force  Base,  South  Caroli- 
na, $6,290,000. 

Kirtland  Air  Force  Base,  New  Mexico. 
$11,800,000. 

Little  Rock  Air  Force  Base,  Arkansas. 
$2,750,000. 

McChord  Air  Force  Base.  Washington. 
$6,400,000. 

McGuire  Air  Force  Base.  New  Jersey. 
$13,595,000. 

Norton  Air  Force  Base.  California, 
$1,450,000. 

Pope  Air  Force  Base,  North  Carolina. 
$3,400,000. 

Scott  Air  Force  Base.  Illinois.  $1,100,000. 


Travis 
$8,200,000. 


Air     Force     Base.      California. 


PACIFIC  AIR  FORCES 

Air      Force      Base. 


Hawaii. 


Colorado. 
Colorado. 


Hickam 
$4,700,000. 

SPACE  COMMAND 

Cape  Cod  Air  Force  Station.   Massachu- 
setU,  $4,300,000. 

Cavalier  Air  Force  Station.  North  Dakota. 
$2,820,000. 

Falcon     Air     Force     Station. 
$6,400,000. 

Peterson     Air     Force     Base. 
$3,640,000. 

SPECIAL  PROJECT 

Various  Locations,  $37,056,000. 

STRATEGIC  AIR  COMMAND 

Beale      Air      Force      Base.       California. 
$9,516,000. 

Blytheville    Air    Force    Base.    Arkansas, 
$3,870,000. 

Carswell  Air  Force  Base.  Texas.  $490,000. 

Castle     Air      Force      Base,      California. 
$2,630,000. 

Dyess  Air  Force  Base.  Texas,  $4,130,000. 

Ellsworth  Air  Force  Base.  South  Dakota, 
$10,910,000. 

Fairchild    Air   Force    Base,    Washington. 
$7,520,000. 

F.  E.    Warren  Air  Force  Base.    Wyoming, 
$3,550,000. 

Grand     Forks    Air    Force    Base.     North 
Dakota.  $23,130,300. 

Griffiss     Air     Force     Base,     New     York. 
$1,590,000. 

Grissom      Air      Force      Base.      Indiana. 
$3,850,000. 

Holbrook  Radar  Bomb  Score  Site,  Arizona, 
$630,000. 

K.   I.  Sawyer  Air  Force  Base.   Michigan, 
$1,730,000. 

La  Junta  Radar  Bomb  Scoring  Site,  Colo- 
rado. $5,460,000. 

Loring  Air  Force  Base,  Maine,  $1,300,000. 

Malmstrom    Air    Force    Base,    Montana, 
$33,770,000. 

March     Air     Force      Base.      California. 
$14,440,000. 

McConnell     Air     Force     Base.     Kansas, 
$35,740,000. 

Minot    Air 
$33,100,000. 

Offutt      Air 
$24,970,000. 

Pease  Air  Force 
$2,200,000. 


Force    Base,    North    Dakota. 
Force      Base.       Nebraska. 
Base.    New   Hampshire, 


California, 
Air  Force  Base.  Missouri. 
Air    Force    Base.     Michigan. 

Florida. 
Maine. 


Plattsburgh   Air  Force   Base.    New    York 
$9,610,000. 

Vandenburg  Air  Force  Base. 
$2,700,000. 

Whiteman 
$10,700,000. 

Wurtsmith 
$11,740,000. 

TACTICAL  AIR  COMMAND 

Avon  Park  Auxiliary  Air  Field.   Florida 
$4,100,000. 

Bangor     International    Airport, 
$1,250,000. 

Base  39.  Classified  Location.  $2,300,000. 

Bergstrom  Air  Force  Base.  Texas. 
$1,860,000. 

Davis-Monthan  Air  Force  Base,  Arizona, 
$12,430,000. 

England  Air  Force  Base.  Louisiana 
$2,300,000. 

George  Air  Force  Base.  California. 
$9,550,000. 

Holloman  Air  Force  Base.  New  Mexico. 
$14,760,000. 

Homestead  Air  Force  Base.  Florida. 
$6,550,000. 

Indian  Springs  Auxiliary  Air  Field 
Nevada,  $1,700,000. 

Langley  Air  Force  Base.  Virginia. 
$9,640,000. 

Luke  Air  Force  Base.  Arizona,  $24,140,000. 

MacDill  Air  Force  Base,  Florida. 
$3,730,000. 

Moody  Air  Force  Base.  Georgia.  $900,000. 

Mountain  Home  Air  Force  Base.  Idaho 
$14,760,000. 

Nellis  Air  Force  Base.  Nevada,  $23,800,000. 

Seymour-Johnson  Air  Force  Base.  North 
Carolina.  $2,760,000. 

Shaw  Air  Force  Base.  South  Carolina. 
$3,700,000. 

Tyndall  Air  Force  Base.  Florida. 
$15,310,000. 

WESTCONUS.  Various         Locations. 

$10,300,000. 

UNITED  STATES  AIR  FORCE  ACADEMY 

Air  Force  Academy.  Colorado.  $12,620,000. 

<b)  Outside  the  United  States.— The  Secre- 
tary of  the  Air  Force  may  acquire  real  prop- 
erty and  may  carry  out  military  construc- 
tion projects  in  the  amounts  shown  for  each 
of  the  following  installations  and  locations 
outside  the  United  States: 

MILITAR  Y  airlift  COMMAND 

Lajes  Field.  Portugal.  $15,750,000. 
Rhein-Main        Air        Base.        Germany. 
$1,300,000. 

PACIFIC  AIR  FORCES 

Kadena  Air  Base.  Japan.  $7,365,000. 
Misawa  Air  Base.  Japan.  $10,300,000. 
Totsuka  Air  Base.  Japan.  $700,000. 
Yokosuka  Air  Base.  Japan.  $600,000. 
Yokota  Air  Base.  Japan.  $4,900,000. 
Camp  Humphreys.  Korea.  $8,300,000. 
Camp  Red  Cloud,  Korea.  $1,450,000. 
Kimhae  Air  Base.  Korea,  $3,620,000. 
Kunsan  Air  Base.  Korea.  $8,170,000. 
Kwang-Ju  Air  Base.  Korea.  $600,000. 
Osan  Air  Base.  Korea.  $14,350,000. 
Suwon  Air  Base.  Korea.  $3,850,000. 
Taegu  Air  Base.  Korea.  $5,170,000. 
Saipan.  $5,200,000. 

SPACE  COMMAND 

Sondrestrom  Air  Base.  Greenland. 
$5,860,000. 

Thule  Air  Base,  Greenland.  $9,790,000. 

Woomera  Air  Station.  Australia. 
$2,300,000. 

strategic  AIR  COMMAND 

Andersen  Air  Force  Base.  Guam, 
$7,600,000. 

TACTICAL  AIR  COMMAND 

Keflavik  Naval  Air  Station,  Iceland. 
$1,600,000. 


Masirah.  Oman.  S3. 500.000. 
Thumrait.  Oman.  S3.400.000. 

UNITED  states  AIR  FORCES  IN  EUROPE 

Florennes  Air  Base.  Belgium.  $1,200,000. 

Bitburg  Air  Base.  Germany.  S5.350.000. 

Hahn  Air  Base.  Germany.  $12,640,000. 

Lindsey  Air  Station.  Germany.  $1,200,000. 

Ramstein  Air  Base.  Germany.  $31,230,000. 

Sembach  Air  Base.  Germany.  $11,870,000. 

Spangdahlem  Air  Base.  Germany 
$8,310,000. 

Wueschheim  Air  Station.  Germany. 
$310,000. 

Zweibrucken  Air  Base.  Germany, 
$6,740,000. 

Iraklion  Air  Station,  Greece.  $320,000. 

Aviano  Air  Base.  Italy.  $4,200,000. 

Camp  Darby.  Italy.  $270,000. 

Comiso  Air  Station.  Italy.  $3,230,000. 

San  Vi  to  Air  Station.  Italy.  $3,790,000. 

Camp  New  Amsterdam.  The  Netherlands. 
$1,500,000. 

Woensdrecht  Air  Base.  The  Netherlards 
$30,780,000. 

Ankara  Air  Station.  Turkey.  $6,780,000. 

Incirlik  Air  Base.  Turkey.  $12,250,000. 

Pirinclik  Air  Station.  Turkey.  $3,000,000. 


Heath.      United     Kingdom. 


United 


United 


United 


United 


United 


United 


United 


United 


United 


Kingdom. 

Kingdom. 

Kingdom. 

Kingdom. 

Kingdom, 

Kingdom, 

Kingdom. 

Kingdom, 

Kingdom. 

$1,590,000. 
Kingdom. 

Kingdom. 


Martlesham 
Sl.650.00O 

RAF       Alconbury. 
$17,170,000. 

RAF      Bentwaters. 
$7,550,000. 

RAF      Chicksands. 
$950,000. 

RAF       Croughton. 
$630,000. 

RAF        Fairford. 
$4,450,000. 

RAF      Lakenhealh. 
$500,000. 

RAF       Mildenhall. 
$4,700,000. 

RAF      Molesworth. 
$2,430,000. 

RAF    Upper    Heyford. 
$11,700,000. 

RAF  Welford.  United  Kingdom. 

RAF      Wethersfield.       United 
$650,000. 

RAF      Woodbridge.       United 
$3,400,000. 

Base  30.  Classified  Location.  $2,950,000. 

Overseas  Classified  Location.  $11,500,000. 

Various  Locations.  Europe.  $3,953,000. 
SKC. :'.»»:'.  FA.VIL y  Hot  Sl\(i. 

The  Secretary  of  the  Air  Force  may  con- 
struct or  acquire  family  housing  units  /in- 
cluding land  acquisition!  at  the  following 
installations,  in  the  number  of  units  shown, 
and  in  the  amount  shown,  for  each  installa- 
tion: 

Bitburg  Air  Base.  Germany,  three  hundred 
and  thirty-two  units.  $26,415,000. 

Hahn  Air  Base.  Germany,  one  hundred 
and  fifty  units,  $11,300,000. 

La  Junta  Air  Force  Station.  Colorado, 
forty  units,  $4,000,000. 

Beale  Air  Force  Base.  California,  family 
housing  maintenance  shop.  $180,000. 

Dains-Monthan  Air  Force  Base.  Arizona, 
family  housing  management  office, 
$300,000. 

McGuire  Air  Force  Base.  New  Jersey, 
family  housing  management  office. 
$325,000. 

Pope  Air  Force  Base,  North  Carolina, 
family  housing  management  office, 
$300,000. 

Edwards  Air  Force  Base,  California, 
twenty-four  mobile  home  spaces,  $376,000. 
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SfX.    2303.    IMPROVEMESTS    TO    MILITARY    FAMILY 

HOI  sisa  I  MTS. 
la)  Amount  Authorized.— Subject  to  sec- 
tion 2825  of  title  10.  United  States  Code,  the 
Secretary  of  the  Air  Force  may  make  expend- 
itures, using  amounts  appropriated  pursu- 
ant to  section  2306(a)(6)(At,  to  improve  ex- 
isting military  family  housing  units,  includ- 
ing energy  conservation  projects,  in  an 
amount  not  to  exceed  $58,644,000. 

lb)  Waiver  Of  Maximum  Per  Unit  Cost 
For  Certain  Improvement  Projects.— Not- 
withstanding the  maximum  amount  per 
unit  for  an  improvement  project  under  sec- 
tion 28251b)  of  title  10,  United  States  Code, 
the  Secretary  of  the  Air  Force  may  carry  out 
projects  to  improve  existing  military  family 
housing  units  at  the  following  installations 
in  the  number  of  units  shown,  and  in  the 
amount  shown,  for  each  installation: 

Eielson  Air  Force  Base,  Alaska,  eighty- 
eight  units,  $6,186,000. 

Elmendorf  Air  Force  Base,  Alaska,  twelve 
uniU,  $760,000. 

Air  Force  Academy,  Colorado,  one  unit, 
$120,000. 

Peterson  Air  Force  Base,  Colorado,  four 
units,  $149,000. 

MacDill  Air  Force  Base.  Florida,  one  hun- 
dred and  fifty-eight  units.  $4,430,000:  seven 
units.  '$553,000:  seventy-one  units, 
$2,103,000. 

Scott  Air  Force  Base,  Illinois,  one  hundred 
and  twelve  units,  $4,690,000. 

Barksdale  Air  Force  Base.  Louisiana,  one 
hundred  and  fourteen  units,  $5,342,000. 

Bangor  Air  Force  Station.  Maine,  one 
unit.  $30,000. 

Andrews  Air  Force  Base,  Maryland,  seven 
units,  $518,000. 

Pease  Air  Force  Base.  New  Hampshire, 
two-hundred  units,  $7,177,000. 

Plattsburgh  Air  Force  Base.  New  York, 
twenty-nine  units,  $2,272,000. 

Shaw  Air  Force  Base,  South  Carolina,  one 
hundred  and  twenty-five  units.  $4,385,000: 
seventy-four  units,  $2,598,000. 

Carswell  Air  Force  Base,  Texas,  two  hun- 
dred and  three  units.  $7,478,000. 

Lackland  Air  Force  Base,  Texas,  sixty-four 
units,  $1,920,000. 

Randolph  Air  Force  Base,  Texas,  five 
units,  $402,000. 

Reese  Air  Force  Base,  Texas,  one  hundred 
units.  $2,895,000. 

Langley  Air  Force  Base.  Virginia,  five 
units,  $441,000. 

Andersen  Air  Force  Base,  Guam,  two  hun- 
dred units,  $14,517,000 

Kadena  Air  Base.  Japan,  one  hundred 
units.  $5,054,000:  three  units,  $240,000. 

SEC  2304.  RESTRKTIOS  0.\  (ERTAI.\  MILITARY  (0.\- 
STRI(TI0.\  El  \DI.\(:. 

Funds  appropriated  for  military  construc- 
tion may  not  be  used  during  fiscal  year  1987 
in  connection  with  the  basing  at  any  mili- 
tary installation  or  facility  other  than  Little 
Rock  Air  Force  Base,  Jacksonville.  Arkan- 
sas, the  eight  KC-135  tanker  aircraft  that,  as 
of  June  1,  1986.  were  based  at  such  Air  Force 
base  and  assigned  to  the  189th  Air  Refueling 
Group  of  the  Air  National  Guard. 

SBC.  230S.  LIMITATIOS  OS  CERTAIS  EXTESSIOS  OF 
AITHORIZATIOS  ASD  OBLICATIOS  OF 
CERTAIS  APPROPRIATIOSS. 

la)  Limitation  on  Authorization.— The  ex- 
tension of  authorization  in  section  2307  for 
140  units  of  family  hoxising  at  Fort  MacAr- 
thur,  California,  shall  become  effective  on 
the  date  on  which  the  Secretary  of  Defense 
submits  to  the  Committees  on  Armed  Serv- 
ices of  the  Senate  and  the  House  of  Repre- 
sentatives a  report  containing  a  description 
Qf- 


11)  all  Federal  land  in  the  Los  Angeles. 
California,  metropolitan  area  that  is  suita- 
ble for  military  family  housing: 

12)  the  family  housing  needs  of  each  mili- 
tary department  in  such  area;  and 

13)  the  sites  at  which  the  personnel  who 
will  reside  in  the  military  family  housing 
planned  for  the  area  will  carry  out  their 
military  responsibilities. 

lb)  Limitation  on  Obligation  of  Prior 
Year  Appropriations.— Funds  appropriated 
for  military,  family  housing  units  at  Fort 
MacArthur,  California,  for  fiscal  year  1983 
or  fiscal  year  1985  that  have  not  been  obli- 
gated by  June  9,  1986.  may  not  be  obligated 
until  the  date  on  which  the  Secretary  of  De- 
fense submits  the  report  described  in  subsec- 
tion la). 

SEC    230S.    AlTHORlZ.iTlO.S    OF   APPROPRIATIOSS. 
AIR  FORCE. 

la)  In  General.— Funds  are  hereby  author- 
ized to  be  appropriated  for  fiscal  years  be- 
ginning after  September  30.  1986.  for  mili- 
tary construction,  land  acquisition,  and 
military  family  housing  functions  of  the  De- 
partment of  the  Air  Force  in  the  total 
amount  of  $2,206,440,000  as  follows: 
■11)  For  military  construction  projects 
inside  the  United  States  authorized  by  sec- 
tion 23011a)  $835,042,000. 

12)  For  military  construction  projects  out- 
side the  United  States  authorized  by  section 
23011b).  $347,158,000. 

13)  For  unspecified  minor  construction 
projects  under  section  2805  of  title  10. 
United  States  Code.  $16,000,000. 

14)  For  architectural  and  engineering  serv- 
ices and  construction  design  under  section 
2807  of  title  10.  United  States  Code. 
$127,260,000. 

15)  For  advances  to  the  Secretary  of  Trans- 
portation for  construction  of  defense  access 
roads  under  section  210  of  title  23,  United 
States  Code,  $32,700,000. 

16)  For  military  family  housing  func- 
tions— 

lA)  for  construction  and  acquisition  of 
military  family  housing  and  facilities. 
$108,840,000:  and 

IB)  for  support  of  military  housing  lin- 
cluding  functions  described  in  section  2833 
of  title  10,  United  States  Code).  $739,440,000. 
of  which— 

li)  not  more  than  $5,600,000  may  be  obli- 
gated or  expended  for  the  leasing  of  military 
family  housing  units  in  the  United  States, 
the  Commonwealth  of  Puerto  Rico,  and 
Guam:  and 

Hi)  not  more  than  $74,176,000  may  be  obli- 
gated or  expended  for  the  leasing  of  military 
family  housing  units  in  the  foreign  coun- 
tries. 

lb)  Authorization  Of  Unobligated  Funds 
For  Energy  Conservation  Projects.— 
Funds  appropriated  to  the  Department  of 
Defense  for  fiscal  years  before  fiscal  year 
1987  which  could  be  iLsed  for  energy  conser- 
vation projects  of  the  Department  of  the  Air 
Force  that  remain  available  for  obligation 
are  hereby  authorized  to  be  made  available, 
to  the  extent  provided  in  appropriation 
Acts,  for  energy  consenmtion  projects  au- 
thorized in  section  2301ia)  in  an  amount 
not  to  exceed  $9,470,000. 

Ic)  Limitation  On  Total  Cost  Of  Con- 
struction Projects  Authorized  In  This 
Title.— Notwithstanding  the  cost  variations 
authorized  by  section  2853  of  title  10.  United 
States  Code,  and  any  other  cost  variation 
authorized  by  law,  the  total  cost  of  all 
projects  carried  out  under  section  2301  may 
not  exceed  the  total  amount  authorized  to  be 
appropriated  under  paragraphs  11)  and  12) 
of  subsection  la)  and  the  amount  specified 
in  subsection  lb). 


Id)  Use  of  Certain  Funds.— The  Secretary 
of  the  Air  Force  may  use  not  more  than 
$350,000  of  the  amount  appropriated  pursu- 
ant to  subsection  Ia)l3)  to  acquire  a  20-acre 
tract  of  real  property,  and  improvements 
thereon,  located  adjacent  to  Lake  Wateree 
near  Shaw  Air  Force  Base.  South  Carolina. 

SEC  2307.  EXTESSIOS  OF  CERTAIS  PRIOR  YEAR  .AC- 
THORIZATIOSS. 

Notwithstanding  the  provisions  of  section 
6071a)  of  the  Military  Construction  Authori- 
zation Act,  1985  iPublic  Law  98-407.  98  Stat 
1515)  and  subject  to  section  2305  of  this  di- 
vision, authorizations  for  the  following 
projects  authorized  in  section  302  of  that 
Act  shall  remain  in  effect  until  October  1, 
1987.  or  the  date  of  enactment  of  the  Mili- 
tary Construction  Authorization  Act  for 
fiscal  year  1988,  whichever  is  later: 

11)  Fort  MacArthur.  California..  140  units, 
$15,100,000. 

12)  RAF  Greenham  Common,  United  King- 
dom, 250  units.  $22,441,000. 

13)  RAF  Bentwaters,  United  Kingdom.  200 
units,  $20,163,000. 

TITLE  iy—DEFE.\SE  .idE.WIES 

SEC.  2401.  AlTHORIZEl)  <0.\STRfCTIO\  PROJECTS 
ASD  LASO  ACQCISiriOS  FOR  THE  DE- 
FESSE  .AliESCIES. 

la)  Inside  the  United  States.— The  Secre- 
tary of  Defense  may  acquire  real  property 
and  carry  out  military  construction  projects 
in  the  amounts  shown  for  each  of  the  follow- 
ing installations  and  locations  inside  the 
United  States: 

defense  communications  agency 

Scott  Air  Force  Base.  Illinois.  $7,600,000. 

defense  LANGUAGE  INSTITUTE 

Defense  Language  Institute,  Monterey, 
California.  $5,400,000. 

DEFENSE  LOGISTICS  AGENCY 

Defense  Fuel  Support  Point,  Estero  Bay. 
California.  $680,000. 

Hazardous  Materials  and  Waste  Storage 
Facility.  Fort  Stewart.  Georgia.  $730,000. 

Hazardous  Materials  and  Waste  Storage 
facility  Naval  Air  Station.  Brunswick, 
Maine,  $510,000 

Hazardous  Materials  and  Waste  Storage 
Facility.  Kirtland  Air  Force  Base.  New 
Mexico.  $620,000. 

Defense  Construction  Supply  Center.  Co- 
lumbus. Ohio.  $860,000. 

Hazardous  Materials  and  Waste  Storage 
Facility.  Navy  Ship  Parts  Control  Center, 
Mechanicsburg.  Pennsylvania.  $318,000. 

Defense  Fuel  Support  Point  Charleston, 
South  Carolina,  $460,000. 

Defense  Fuel  Support  Point  Naval  Supply 
Center  Charleston.  South  Carolina, 
$5,130,000. 

Hazardous  Materials  and  Waste  Storage 
Facility.  Fort  Bragg,  North  Carolina, 
$825,000. 

Defense  Depot  Memphis,  Tennessee, 
$1,160,000 

Hazardous  Materials  and  Waste  Storage 
Facility.  Fort  McCoy.  Wisconsin.  $260,000. 

DEFENSE  MAPPING  AGENCY 

Aerospace  Center.  St  Louis.  Missouri, 
$16,700,000. 

DEFENSE  MEDICAL  FACILFTIES  OFFICE 

Edwards  Air  Force  Base.  California, 
$3,950,000. 

March  Air  Force  Base,  California, 
$2,350,000 

Fort  Ord.  California,  $530,000. 

Vandenberg  Air  Force  Base,  California, 
$1,900,000 

Pearl  Harbor  Hawaii,  $9,700,000. 

Mountain  Home  Air  Force  Base,  Idaho, 
$30,500,000. 
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Air     Force     Base,     Mississippi, 


Force    Base,    New    Jersey. 


Fort  Polk,  Louisiana,  $2,650,000. 

Andrews  Air  Force  Base.  Maryland, 
$2,000,000. 

Keesler 
$3,100,000. 

McGuire    Air 
$3,800,000. 

Camp  Lejeune,  North  Carolina,  $3,900,000. 

Fort  Hood,  Texas,  $3,450,000. 

Randolph  Air  Force  Base.  Texas, 
$13,700,000. 

Fort  Sam  Houston,  Texas,  $10,000,000. 

DEFENSE  NUCLEAR  AGENCY 

Armed  Forces  Radiobiology  Research  In- 
stitute. Bethesda,  Maryland,  $790,000. 

Field  Command,  Kirtland  Air  Force  Base, 
New  Mexico,  $900,000. 

JOINT  TACTICAL  COMMAND,  CONTROL.  AND 
COMMUNICATIONS  AGENCY 

Fort  Huachucha,  Arisona,  $9,890,000. 

NATIONAL  SECURITY  AGENCY 

Fort  Meade,  Maryland,  $5,200,000. 
Classified  Location.  $3,000,000. 
Classified  Location,  $4,000,000. 
Classified  Location,  $1,000,000. 

DEPARTMENT  OF  DEFENSE  SECTION  6  SCHOOLS 

Fort  McClellan.  Alabama,  $2,830,000. 
Fort  Benning.  Georgia,  $1,080,000. 
Rabbins      Air      Force      Base.      Geor0a. 
$2,440,000. 
Fort  Campbell.  Kentucky.  $1,340,000. 
Fort  Knox.  Kentucky.  $4,350,000. 
Governors  Island,  New  York,  $2,600,000. 
Camp  Lejeune.  North  Carolina,  $1,190,000. 
Dahlgren.  Virginia.  $1,130,000. 
Quantico.  Virginia.  $420,000. 

UNIFORMED  SERVICES  UNIVERSITY  OF  HEALTH 
SCIENCES 

Bethesda.  Maryland.  $900,000. 

<b)  Outside  the  United  States.— The  Secre- 
tary of  Defense  may  acquire  real  property 
and  may  carry  out  military  construction 
projects  in  the  amounts  shown  for  each  of 
the  following  installations  and  locations 
outside  the  United  States: 

defense  logistics  agency 

Defense  Fuel  Support  Point,  Chimu  Wan, 
Japan,  $6,640,000. 

Defense  Fuel  Support  Point.  Tsurumi, 
Japan.  $3,520,000. 

Defense  Reutilization  and  Marketing 
Office.  Bupyong.  Korea.  $1,290,000. 

Defense  Fuel  Support  Point,  Toegeywon, 
Korea,  $1,010,000. 

DEFENSE  MEDICAL  FACILITIES  OFFICE 

Boeblingen.  Germany.  $3,650,000. 
Grafenwoehr.  Germany,  $3,950,000. 
Karlsruhe.  Germany.  $6,800,000. 
Vilseck.  Germany,  $5,600,000. 
Camp  Edwards,  Korea,  $1,800,000. 
Camp  Long,  Korea,  $1,850,000. 
Camp  Pelham,  Korea,  $720,000. 
Camp  New  Amsterdam.  The  Netherlands. 
$6,000,000. 

DEPARTMENT  OF  DEFENSE  DEPENDENT  SCHOOLS 

Florennes.  Belgium,  $1,260,000. 
Naval  Air  Station.  Bermuda,  $4,280,000. 
Aschaffenburg,  Germany,  $6,600,000. 
Bad  Kissingen,  Germany,  $1,330,000. 
Baumholder,  Germany,  $1,600,000. 
Dexheim,  Germany,  $2,430,000. 
Erlangen,  Germany.  $3,220,000. 
Gelnhausen,  Germany,  $1,130,000. 
Grafenwoehr.  Germany,  $2,500,000. 
Hahn,  Germany.  $3,470,000. 
Heidelberg,  Germany,  $3,190,000. 
Hessisch-Oldendorf  Germany,  $2,310,000. 
Hohenfels,  Germany,  $1,190,000. 
Kaiserslautem,  Germany,  $7,880,000. 
Nuernberg,  Germany,  $8,580,000. 
Schwaebish  Gmuend,  Germany, 

$1,640,000. 


Stuttgart,  Germany,  $4,530,000. 
Wuersburg.  Germany.  $7,760,000. 
Seoul.  Korea,  $510,000. 
Woensdrecht.  The  Netherlands,  $7,420,000. 

SfX.  2102.  FAMILY  H<HSI\(:. 

The  Secretary  of  Defense  may  construct  or 
acquire  three  family  housing  units  (includ- 
ing land  acquisition)  at  classified  locations 
in  the  total  amount  of  $270,000. 

.SAC.  WflJ.  AiTHORIZATIOS  OF  APPR()PRI.\TIO\S.  OK- 

to.v.sa;  AdEyciKs. 
(a)  In  General.— Funds  are  hereby  author- 
ized to  be  appropriated  for  fiscal  years  be- 
ginning after  September  30.  1986.  for  mili- 
tary construction,  land  acquisition,  and 
military  family  housing  functions  of  the  De- 
partment of  Defense  (other  than  the  military 
departments!,  in  the  total  amount  of 
$516,403,000  as  follows: 

(1)  For  military  construction  projects 
inside  the  United  States  authorized  by  sec- 
tion 2401(a),  $175,843,000. 

(2)  For  military  construction  projects  out- 
side the  United  States  authorized  by  section 
2401(b).  $115,660,000. 

(3)  For  the  construction  of  a  research  and 
engineering  facility  at  Fort  Meade,  Mary- 
land, authorized  by  section  401(a)  of  the 
Military  Construction  Authorization  Act, 
1986,  $38,000,000. 

(4)  For  the  construction  of  the  Madigan 
Army  Medical  Center.  Fort  Lewis,  W&shing- 
ton.  authorized  by  section  101(a)  of  the  Mili- 
tary Construction  Authorization  Act.  1985, 
$72,100,000. 

(5)  For  unspecified  minor  construction 
projects  under  section  2805  of  title  10. 
United  States  Code.  $4,000,000. 

(6)  For  construction  projects  under  the 
contingency  construction  authority  of  the 
Secretary  of  Defense  under  section  2804  of 
title  10.  United  States  Code.  $5,000,000. 

(71  For  architectural  and  engineering  serv- 
ices and  construction  design  under  section 
2807  of  title  10.  United  States  Code, 
$88,200,000. 

(8)  For  military  family  housing  func- 
tions— 

(A)  for  construction  and  acquisition  of 
military  family  housing  and  facilities, 
$270,000:  and 

(B)  for  support  of  military  housing  (in- 
cluding functions  described  in  section  2833 
of  title  10.  United  States  Code).  $17,330,000. 
of  which  not  more  than  $14,027,000  may  be 
obligated  or  expended  for  the  leasing  of  mili- 
tary family  housing  units  in  foreign  coun- 
tries. 

(b)  Limitation  on  Total  Cost  of  Con- 
struction Projects  Authorized  in  This 
Title.— Notwithstanding  the  cost  variations 
authorized  by  section  2858  of  title  10,  United 
States  Code,  and  any  other  cost  variations 
authorized  by  law.  the  total  cost  of  all 
projects  carried  out  under  section  2401  may 
not  exceed  the  total  amount  authorized  to  be 
appropriated  under  paragraphs  (1)  and  (2) 
of  subsection  (a). 

(c)  Use  of  Certain  Funds.— Of  the 
amounts  appropriated  pursuant  to  subsec- 
tion (a),  not  more  than  $16,000,000  may  be 
used  for  the  construction  of  a  medical  facili- 
ty for  Kirtland  Air  Force  Base,  New  Mexico. 

sec.  2404.  K.XTESSIOS  OF  PRIOR  YEAR  AITHORIZA- 

tio.\s. 
Notwithstanding  the  provisions  of  section 
607(a)  of  the  Military  Construction  Authori- 
zation Act,  1985  (Public  Law  98-407,  98  Stat 
1515),  the  authorizations  for  the  following 
projects  authorized  in  sections  401  and  402 
of  such  Act  shall  remain  in  effect  until  Octo- 
ber 1,  1987,  or  the  date  of  the  Military  Con- 
struction Authorization  Act  for  fiscal  year 
1988,  whichever  is  later: 


(1)  Defense  property  disposal  office  in  the 
amount  of  $1,950,000  at  Pearl  Harbor  Naval 
Shipyard,  Hawaii. 

(2)  Six  family  housing  units  at  classified 
locations  in  the  amount  of  $693,000. 

TITLE  V— NORTH  ATLANTIC  TREATY 
ORG  A  SIZA  TION  INFRA  STRICTURE 

SEC.  iiOI.  AITHORITY  OF  THE  SECRETARY  OF  DE- 
FESSE  TO  UTAKE  COSTRIBVTIOSS. 

(a)  In  General.— The  Secretary  of  Defense 
may  make  contributions  for  the  North  At- 
lantic Treaty  Organization  infrastructure 
program  as  provided  in  section  2806  of  title 
10.  United  States  Code,  in  an  amount  not  to 
exceed  the  sum  of  the  amount  authorized  to 
be  appropriated  for  this  purpose  in  section 
2502  and  the  amount  collected  from  the 
North  Atlantic  Treaty  Organization  as  a 
result  of  construction  previously  financed 
by  the  United  States. 

(b)  Limitation.— The  Secretary  may  obli- 
gate funds  under  this  section  only  to  the 
extent  funds  are  appropriated  for  use  under 
section  2806  of  title  10,  United  States  Code. 

SEC.    2502.    .WTHORIZATIOS    OF    APPROPRIATIOSS, 
SATO. 

Funds  are  hereby  authorized  to  be  appro- 
priated for  fiscal  years  beginning  after  Sep- 
tember 30,  1986,  for  contributions  by  the 
Secretary  of  Defense  under  section  2806  of 
title  10.  United  States  Code,  for  the  share  of 
the  United  States  of  the  cost  of  projects  for 
the  North  Atlantic  Treaty  Organization  In- 
frastructure Program  as  authorized  by  sec- 
tion 2501,  in  the  amount  of  $247,000,000. 

SEC.  2503.  A.HE.\DME\T  TO  .WiTO  I.\FRASTRHTIRE 
PROCRAM. 

(a)  In  General.— Section  2806(a)  of  title 
10,  United  States  Code,  is  amended  by  in- 
serting "and  for  related  expenses"  after 
'headquarters)". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  take  effect  on 
October  1.  1986.  and  shall  apply  only  with 
respect  to  contributions  made  with  funds 
appropriated  for  fiscal  years  after  fiscal 
year  1986. 

.SEC.  2504.  RESTRiniOS  OS  CERTAIS  « .VO/.Vr;. 

The  Secretary  of  Defense  may  not  obligate 
or  expend  any  funds  after  fiscal  year  1987 
with  respect  to  the  North  Atlantic  Treaty  Or- 
ganization infrastructure  program  as  pro- 
vided in  section  2806  of  title  10.  United 
States  Code,  until  the  Secretary  submits  to 
the  Committees  on  Armed  Services  of  the 
Senate  and  the  House  of  Representatives— 

(1)  a  comprehensive  master  plan  for  estab- 
lishing adequate  active  defenses  for— 

(A)  air  bases  in  Europe  at  which  oper- 
ations of  United  States  aircraft  are  planned: 
and 

(B)  sites  in  Europe  used  by  the  United 
States  for  logistic  support  of  the  North  At- 
lantic Treaty  Organization  or  for  preposi- 
tioned  overseas  materiel  configured  to  unit 
sets:  and 

(2)  a  report  containing  a  certification  by 
the  Secretary  that  sufficient  funds  have  been 
budgeted  by  the  Department  of  Defense  in 
the  fiscal  year  1988  five-year  defense  plan  to 
meet  the  objectives  of  such  comprehensive 
master  plan. 

TITLE  VI— GUARD  AND  RESERVE  FORCES 
FACILITIES 

SEC.    2S0I.    AITHORIZATIOS   FOR   GVARD   ASD   RE- 
SERVE FACILITIES 

There  are  authorized  to  be  appropriated 
for  fiscal  years  beginning  after  September 
30,  1986,  for  the  costs  of  acquisition,  archi- 
tectural and  engineering  services,  and  con- 
struction of  facilities  for  the  Guard  and  Re- 
serve Forces,  and  for  contributions  therefor. 
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under  chapter  133  of  title  10.  United  States 
Code  (including  the  cost  of  acquisition  of 
land  for  those  facilities/,  the  following 
amounts: 

(1)  For  the  Department  of  the  Army— 

(At  for  the  Army  National  Guard  of  the 
United  States.  $121,100,000.  and 
(B)  for  the  Army  Reserve.  t86. 700,000. 

(2)  For  the  Department  of  the  Navy,  for 
the  Naval  and  Marine  Corps  Reserves, 
$44,500,000. 

(3)  For  the  Department  of  the  Air  Force— 
(At  for  the  Air  National  Guard  of  the 

United  States,  $140,000,000,  and 
(Bt  for  the  Air  Force  Reserve,  $58,900,000. 

TITLE  Vn-GESERAL  PROVISIONS 
Part  A— Expiration  of  Authorizations 

SEC.  2701.  EXPIRATIItS OF  AlTHimiZATmSS. 

(at  In  General.— Except  as  provided  in 
subsection  (bt,  all  authorizations  contained 
in  titles  I,  II,  III,  IV,  and  V  for  military  con- 
struction projects,  land  acquisition,  family 
housing  projects  and  facilities,  and  contri- 
butions to  the  NATO  Infrastructure  Pro- 
gram (and  authorizations  of  appropriations 
therefor/  shall  expire  on  October  1,  1988,  or 
the  date  of  the  enactment  of  the  Military 
Construction  Authorization  Act  for  fiscal 
year  1989,  whichever  is  later. 

(bt  Exception.— The  provisions  of  subsec- 
tion (at  do  not  apply  to  authorizations  for 
military  construction  projects,  land  acquisi- 
tion, family  housing  projects  and  facilities, 
and  contributions  to  the  NATO  Infrastruc- 
ture Program  (and  authorizations  of  appro- 
priations therefort.  for  which  appropriated 
funds  have  been  obligated  before  October  1, 
1988.  or  the  date  of  the  enactment  of  the 
Military  Construction  Authorization  Act  for 
fiscal  year  1989.  whichever  is  later,  for  con- 
struction contracts,  land  acquisition,  family 
housing  projects  and  facilities,  or  contribu- 
tions to  the  NATO  Infrastructure  Program. 

Part  B— Military  Construction  Program 

Provisions 

sbc.  i7n.  codifwatios  of  certais  a  moists  re- 

mi  RED  TO  BE  SPECIFIED  BY  LA  ». 

(at  Maximum  Amount  For  Unspecified 
Minor  Military  Construction  Projects.— 
Section  2805  of  title  10.  United  States  Code, 
is  amended— 

(It  in  subsection  (at,  by  striking  out  "the 
amount  specified  by  law  as  the  maximum 
amount  for  a  minor  military  construction 
project"  in  clause  (2t  and  inserting  in  lieu 
thereof  •$1,000,000"; 

(2t  in  subsection  (btdt,  by  striking  out  "50 
percent"  and  all  that  follows  through 
"project"  and  inserting  in  lieu  thereof 
"$500,000 ';  and 

(3t  in  subsection  (ct,  by  striking  out  "20 
percent"    and    all    that    follows    through 
"project"    and    inserting    in    lieu    thereof 
•$200,000". 

(bt  Maximum  Amount  For  Architectural 
AND  Engineering  Services.— Section  2807(bt 
of  such  title  is  amended  by  striking  out  "the 
maximum  amount  specified  by  law  for  the 
purposes  of  this  section"  and  inserting  in 
lieu  thereof  •$300,000". 

(ct  Maximum  Amount  Per  Unit  For  An  Im- 
provement Project  For  Family  Housing 
Units.— Section  2825(bt(lt  of  such  title  is 
amended  by  striking  out  '•an  amount  speci- 
fied by  law  for  such  purpose"  and  inserting 
in  lieu  thereof  ••$30,000". 

(dt  Maximum  Annual  Rental  For  a  Family 
Housing  Unit  in  the  United  States.— Sec- 
tion 2828(bt  of  such  title  is  amended— 

(It  in  paragraph  (2t,  by  striking  out  "the 
amount  specified  by  law  as  the  maximum 
annual  domestic  family  hotising  unit  lease 
amount"  and  inserting  in  lieu  thereof 
-$10,000";  and 


(2t  in  paragraph  (3t(At,  by  striking  out 
"the  maximum  annual  domestic"  and  all 
that  follows  through  the  period  and  insert- 
ing in  lieu  thereof  ^$10,000  but  does  not 
exceed  $12,000.". 

(et  Maximum  Annual  Rental  For  a  Family 
Housing  Unit  Outside  the  United  States.— 
Section  2828(et(lt  of  such  title  is  amended 
by  striking  out  "the  amount  specified  by  law 
as  the  maximum  annual  foreign  family 
housing  unit  lease  amount"  and  inserting 
in  lieu  thereof  ••$16,800". 

(ft  Maximum  Number  of  Family  Housing 
Units  Leased  in  Foreign  Countries.— Sec- 
tion 2828(et(2l  of  such  title  is  amended  by 
striking  out  "shall  be  specified  by  law"  and 
inserting  in  lieu  thereof  "is  $32,000". 

(gt  Maximum  Annual  Rental  For  Family 
Housing  Facilities,  or  For  Real  Property 
Related  to  Family  Housing  Facilities. 
Leased  in  a  Foreign  Country.— Section 
2828(ft  of  such  title  is  amended  by  striking 
out  '•the  amount  specified  by  law  for  such 
purpose"  and  inserting  in  lieu  thereof 
"$250,000". 

SEC.  2712.  FAMILY  mtlSISG  IS  FOREKiS  COtSTRIES. 

(at  In  General.— Subsection  2828(et(lt  of 
title  10,  United  States  Code,  is  amended  by 
striking  out  "200"  and  inserting  in  lieu 
thereof  •220". 

(bt  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  only  with 
respect  to  funds  appropriated  for  fiscal 
years  after  fiscal  year  1986. 

SEC.  271}.  PLASSI.\(;  ASD  DESIG.V 

(at  In  General.— Section  2807  of  title  10. 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  subsection: 

"(dt  For  study,  planning,  design,  architec- 
tural, and  engineering  services  related  to 
military  construction  and  family  housing 
projects,  the  Secretaries  of  the  military  de- 
partments may  incur  obligations  for  con- 
tracts or  portions  of  contracts  using  mili- 
tary construction  and  family  housing  ap- 
propriations from  different  fiscal  years  to 
the  extent  that  those  appropriations  are 
available  for  obligation. ". 

(bt  Effective  Date.— The  amendment 
made  by  subsection  (at  shall  apply  only  to 
funds  appropriated  for  fiscal  years  after 
fiscal  year  1986. 

SEC.  2714.  BinCETISG  FOR  lit  ARD  ASD  RESERVE. 

Section  2859  of  title  10,  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  sentence:  "Beginning  with  fiscal 
year  1988,  the  Secretary  of  Defense  shall  pro- 
vide that  at  least  10  percent  of  the  total 
amount  requested  for  military  construction 
authorization  (excluding  the  amount  re- 
quested for  military  family  housingt  for  a 
fiscal  year  shall  be  requested  for  the  costs  of 
acquisition,  architectural  and  engineering 
services,  and  construction  of  facilities  for 
the  Guard  and  Reserve  Forces,  and  for  con- 
tributions therefor,  under  chapter  133  of  this 
title  (including  the  cost  of  acquisition  of 
land  for  those  facilitiest. ". 

SEC.  2715.  EXEMPTIOS  FOR  CERTAIS  MILITARY  COS- 
STRICTIOS  COSTRACTS. 

Section  2852  of  title  10,  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  subsection: 

"(ctdt  With  respect  to  the  rate  of  wages  to 
be  paid  in  fiscal  year  1987  for  laborers  and 
mechanics  employed  on  any  authorized 
military  construction  or  military  family 
housing  project  (including  any  alteration  or 
repair  projectt,  the  Secretary  of  Defense  and 
the  Secretaries  of  the  military  departments 
may  enter  into  a  contract  for  not  more  than 
$25,000  to  carry  out  such  a  project  without 
regard  to  the  requirements  of  the  Act  enti- 
tled 'An  Act  relating  to  the  rale  of  wages  for 


laborers  and  mechanics  employed  on  public 
buildings  of  the  United  States  and  the  Dis- 
trict of  Columbia  by  contractors  and  sub- 
contractors, and  for  other  purposes',  ap- 
proved March  3.  1931  (40  U.S.C.  276a-276a- 
5)  (referred  to  in  this  subsection  as  the 
'Davis-Bacon  Act  'I. 

"(2t  Any  2  or  more  contracts  for  any  au- 
thorized military  construction  or  military 
family  housing  project  (including  any  alter- 
ation or  repair  projectt  that— 

"(At  individually  do  not  exceed  $25,000, 

"(Bt  in  the  aggregate  do  exceed  $25,000, 
and 

"(Ct  all  relate  to  the  same  project  or  relat- 
ed projects  at  the  same  site, 
shall  be  treated  as  a  single  contract  for  pur- 
poses of  paragraph  fit. 

"(3t(At(it  Any  interested  person  may  bring 
an  action  against  the  Secretary  of  Defense 
or  Secretaries  of  the  military  departments  to 
enforce  the  requirements  of  the  Davis-Bacon 
Act  with  respect  to  any  contract  to  which 
paragraph  (it  applies. 

"(iit  For  purposes  of  this  paragraph,  the 
term  'interested  person '  means  any  contrac- 
tor likely  to  seek  or  to  work  under  a  contract 
to  which  paragraph  ill  applies,  any  associa- 
tion representing  such  a  contractor,  any  la- 
borer or  mechanic  Itkely  to  be  employed  or 
to  seek  employment  under  such  a  contract, 
or  any  labor  organization  which  represents 
such  a  laborer  or  mechanic. 

"(B>  An  action  described  in  subparagraph 
(At  may  be  brought  in  any  United  States  dis- 
trict court  for  the  district  in  which  the  vio- 
lation of  the  Davis-Bacon  Act  is  alleged  to 
have  been  committed  or  in  the  United  States 
District  Court  for  the  District  of  Columbia. 
Such  an  action  shall  be  commenced  not 
later  than  90  days  after  the  day  on  which  the 
last  labor  was  performed  under  the  contract 
with  respect  to  which  the  action  is  brought 

"(Ct  If  in  an  action  brought  under  sub- 
paragraph (A)  the  court  finds  that  there  has 
been  a  violation  of  the  Davis-Bacon  Act 
with  respect  to  a  contract  to  which  para- 
graph (it  applies,  the  court  may  order  such 
relief  as  may  be  appropriate,  including  (it 
compliance  with  the  Davis-Bacon  Act  in  the 
payment  of  wages  under  such  contract  and 
(iit  the  payment  by  the  Secretary  of  Defense 
and  the  Secretaries  of  the  military  depart- 
ments, as  the  case  may  be.  of  prevailing 
wage  rates  in  accordance  with  that  Act  from 
the  date  construction  began  under  the  con- 
tract involved  in  such  action  until  the  date 
of  the  judgment  of  the  court  together  with 
interest  at  a  rate  determined  by  the  court 
on  the  difference  between  the  wages  paid 
under  such  contract  and  the  wages  required 
to  be  paid  under  such  contract  by  the  Davis- 
Bacon  Act 

"(Dt  If  an  interested  person  prevails  in  an 
action  brought  under  subparagraph  (At,  the 
court  in  such  action  shall  assess  the  defend- 
ants in  the  action  reasonable  attorney  fees 
and  other  litigation  costs  reasonably  in- 
curred by  the  interested  person. 

"(Et  If  in  an  action  brought  under  sub- 
paragraph (At  the  Secretary  of  Defense  certi- 
fies that  performance  of  the'  contract  in- 
volved in  such  action  is  essential  to  the  na- 
tional security,  the  court  shall  not  grant  any 
relief  which  delays,  halts,  or  in  any  other 
manner  hinders  the  performance  of  that 
contract ". 

Part  C—Real  Property  Transactions 
sec.  272 l  property  mas.acemest. 

In  accordance  with  the  provisions  of  sec- 
tion 202  of  the  Federal  Property  and  Admin- 
istrative Services  Act  of  1949  (40  U.S.C.  483t 
governing  transfers  of  excess  property,  the 
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Administrator  of  General  Services  shall 
transfer,  without  reimbursement,  to  the  Sec- 
retary of  the  Army  approximately  235  acres 
of  real  property  land  improvements  thereon) 
near  Beltsville,  Maryland,  for  such  use  as 
the  Secretary  of  the  Army  considers  appro- 
priate. 

SSC.  2722.   AITHORIZATIOS  Of  LAW  COyHHAME 
TO  CITY  OFARVADIA.  CALIFORMA. 

la)  In  General.— Subject  to  subsection  lb), 
the  County  of  Los  Angeles,  California,  may 
convey  the  land  described  in  the  Act  entitled 
"An  Act  to  convey  certain  land  in  the 
county  of  Los  Angeles.  State  of  California". 
approved  March  24.  1933.  to  the  City  of  Ar- 
cadia, California. 

lb)  Reverter.— Any  conveyance  made 
under  subsection  la)  may  be  made  only  on 
the  condition  that  the  land  shall  revert  to 
the  United  States  if  it  is  used  for  purposes 
other  than  public  park,  playground,  and 
recreation  purposes. 

Part  D— Miscellaneous 

SEC.  2731.  PROHIBITIOS  Of  fl\Dr\(i  fOR  CERT  A  IS 
MILITARY  CO.\STRt(TIO\  CO\TRACTS 

oyciAM. 

la)  In  General.— Except  as  provided  in 
subsection  lb),  funds  appropriated  pursuant 
to  any  authorization  made  by  this  division 
may  not  be  expended  with  respect  to  any 
contract  for  a  military  construction  project 
on  Guam  if  any  work  is  carried  out  on  such 
project  by  any  person  who  is  a  nonimmi- 
grant described  in  section  101la)il5)lH)lii) 
of  the  Immigration  and  Nationality  Act  I8 
U.S.C.  1101ia)llS)iH)iii)). 

lb)  Exception.— In  any  case  in  which  there 
is  no  acceptable  bid  made  in  response  to  a 
solicitation  by  the  Secretary  of  a  military 
department  for  bids  on  a  contract  for  a  mili- 
tary construction  project  on  Guam  and  the 
Secretary  concerned  makes  a  determination 
that  the  prohibition  contained  in  subsection 
la)  is  a  significant  deterrent  to  obtaining 
bids  on  such  contract,  the  Secretary  con- 
cerned may  make  another  solicitation  for 
bids  on  such  contract  and  the  prohibition 
contained  in  subsection  la)  shall  not  apply 
to  such  contract  after  the  end  of  the  21-day 
period  beginning  on  the  date  on  which  the 
Secretary  concerned  transmits  a  report  con- 
cerning such  contract  to  the  Committees  on 
Armed  Services  of  the  Senate  and  the  House 
of  Representatives. 

ic)  Effective  Date.— This  section  shall 
apply  only  to  contracts  entered  into,  amend- 
ed, or  otherwise  modified  on  or  after  the 
date  of  the  enactment  of  this  division. 

SEC.  2732  POSTAL  fACILITIES. 

la)  Army.— Section  4779  of  title  JO.  United 
States  Code,  is  amended— 

11)  by  striking  out  subsection  lb):  and 

12)  by  redesignating  subsection  Ic)  as  sub- 
section lb). 

lb)  Air  Force.— Section  9779  of  such  title 
is  amended— 

11)  by  striking  out  subsection  lb):  and 

12)  by  redesignating  subsection  Ic)  as  sub- 
section lb). 

SEC.  2733.  REPORT. 

The  Secretary  of  the  Army  shall,  within  45 
days  of  the  date  of  the  enactment  of  this  Act, 
submit  a  real  estate  acquisition  report  for 
the  lease  of  temporary  facilities  located  in 
Rio  Rancho.  New  Mexico,  for  the  Hawk  Mis- 
sile Battalion  of  the  New  Mexico  Army  Na- 
tional Guard  that  is  to  be  permanently  lo- 
cated near  Rio  Rancho.  New  Mexico. 


DIVISION  C— OTHER  NATIONAL  DEFENSE 

AITHORIZATIONS 

TITLE  I— DEPARTMENT  OF  ENERGY 

NATIONAL  SECURITY  PROGRAMS 

SEC.  3001.  SHORT  TITLE. 

This  title  may  be  cited  as  the  "Department 
of  Energy  National  Security  and  Military 
Applications  of  Nuclear  Energy  Authoriza- 
tion Act  of  1987". 

Part  A— National  Security  Programs 
A  uthoriza  tions 

SEC.  3011.  OPERATISa  EXPESSES 

Funds  are  authorized  to  be  appropriated 
to  the  Department  of  Energy  for  fiscal  year 
1987  for  operating  expenses  incurred  in  car- 
rying out  national  security  programs  lin- 
cluding  scientific  research  and  development 
in  support  of  the  Armed  Forces,  strategic 
and  critical  materials  necessary  for  the 
common  defense,  and  military  applications 
of  nuclear  energy  and  related  management 
and  support  activities)  as  follows: 

111  For  weapons  activities,  $3,327,454,000, 
to  be  allocated  as  follows: 

lA)  For  research  and  development, 
$895,200,000.  of  which  $17,000,000  shall  be 
used  for  the  plasma  separation  process  pro- 
gram. 

IB)  For  weapons  testing,  $539,800,000. 

IC)  For  production  and  surveillance. 
$1,833,604,000. 

ID)  For  program  direction.  $58,850,000. 

12)  For  the  defense  inertial  confinement 
fusion  program^  $148,200,000.  to  be  allocated 
as  follows: 

lA)  $61,000,000  shall  be  used  to  support  the 
program  at  the  Lawrence  Livemore  Nation- 
al Laboratory. 

IB)  $33,000,000  shall  be  used  to  support  the 
program  at  the  Los  Alamos  National  Labo- 
ratory. 

ICI  $29,000,000  shall  be  used  to  support  the 
program  at  the  Sandia  National  Laborato- 
ry. Albuquerque.  New  Mexico. 

ID)  $25,200,000  shall  be  used  for  support- 
ing services. 

13)  For  verification  and  control  technolo- 
gy. $90,500,000. 

14)  For  defense  nuclear  materials  produc- 
tion. $1,565,990,000.  to  be  allocated  as  fol- 
lows: 

lA)  For  uranium  enrichment  for  naval  re- 
actors. $176,000,000. 

IB)  For  other  uranium  enrichment. 
$14,500,000. 

IC)  For  production  reactor  operations. 
$616,660,000. 

ID)  For  processing  of  defense  nuclear  ma- 
terials, including  naval  reactors  fuel. 
$493,830,000.  of  which  $70,900,000  shall  be 
used  for  special  isotope  separation. 

IE)  For  supporting  services.  $242,100,000. 

IF)  For  program  direction.  $22,900,000. 

15)  For  defense  nuclear  waste  and  byprod- 
uct management.  $431,050,000.  to  be  allocat- 
ed as  follows: 

lA)  For  interim  waste  managem,ent. 
$314,345,000. 

IB)  For  long-term  waste  management 
technology.  $75,205,000. 

IC)  For  terminal  waste  storage, 
$39,100,000. 

ID)  For  program  direction.  $2,400,000. 

16)  For  nuclear  materials  safeguards  and 
security  technology  development  program, 
$60,100,000. 

17)  For  security  investigations, 
$33,300,000. 

18)  For  naval  reactors  development, 
$523,800,000. 

SEC.  3012.  PLASTASU  CAPITAL  EQCIPMEST. 

Funds  are  authorized  to  be  appropriated 
to  the  Department  of  Energy  for  fiscal  year 


1987  for  plant  and  capital  equipment  lin- 
cluding  maintenance,  restoration,  planning, 
construction,  acquisition,  modification  of 
facilities,  and  the  continuation  of  projects 
authorized  in  prior  years,  land  acquisition 
related  thereto,  and  acquisition  and  fabrica- 
tion of  capital  equipment  not  related  to  con- 
struction) necessary  for  national  security 
programs  as  follows: 

11)  For  weapons  activities: 

Project  87-D-lOl,  general  plant  projects, 
various  locations,  $29,000,000. 

Project  87-D-121.  general  plant  projects, 
various  locations,  $32,000,000. 

Project  87-D-122.  short-range  attack  mis- 
sile II  ISRAM  II)  warhead  production  facili- 
ties, various  locations.  $5,000,000. 

Project  87-D-123.  protective  clothing  de- 
contamination facility.  Rocky  Flats  Plant. 
Golden.  Colorado,  $500,000. 

Project  86-D-103.  decontamination  and 
waste  treatment  facility,  Lawrence  Liver- 
more  National  Laboratory,  Livermore,  Cali- 
fornia. $5,300,000,  for  a  total  project  author- 
ization of  $9,000,000. 

Project  86-D-ld4,  strategic  defenses  facili- 
ty, Sandia  National  Laboratories.  Albuquer- 
que. New  Mexico.  $7,000,000,  for  a  total 
project  authorization  of  $11,000,000. 

Project  86-D-105.  instrumentation  systems 
laboratory.  Sandia  National  Laboratories. 
Albuquerque.  New  Mexico.  $5,800,000.  for  a 
total  project  authorization  of  $12,000,000. 

Project  86-D-106.  laboratory  data  commu- 
nications center.  Los  Alamos  National  Lab- 
oratory. Los  Alamos.  New  Mexico, 
$10,000,000,  for  a  total  project  authorization 
of  $13,000,000. 

Project  86-D-122,  structural  upgrade  of  ex- 
isting Plutonium  facilities.  Rocky  Flats 
Plant.  Golden,  Colorado,  $2,420,000,  for  a 
total  project  authorization  of  $5,420,000. 

Project  86-D-123.  environmental  hazards 
elimination,  various  locations,  $16,840,000, 
for  a  total  project  authorization  of 
$25,540,000. 

Project  86-D-124,  safeguards  and  site  secu- 
rity upgrading.  Phase  II,  Mound  Plant,  Mia- 
misburg,  Ohio.  $1,880,000.  for  a  total  project 
authorization  of  $4,880,000. 

Project  86-D-125.  safeguards  and  site  secu- 
rity upgrade.  Phase  II.  Pantex  Plant,  Ama- 
rillo,  Texas,  $8,410,000.  for  a  total  project 
authorization  of  $9,910,000. 

Project  86-D-130.  tritium  loading  facility 
replacement.  Savannah  River  Plant,  Aiken, 
South  Carolina.  $29,700,000,  for  a  total 
project  authorization  of  $34,700,000. 

Project  85-D-102.  nuclear  weapons  re- 
search, development  and  testing  facilities 
revitalization.  Phase  I,  various  locations. 
$29,950,000.  for  a  total  project  authorization 
of  $130,750,000. 

Project  85-D-103,  safeguards  and  security 
enhancements.  Lawrence  Livermore  Nation- 
al Laboratory  and  Sandia  National  Labora- 
tories. Livermore.  California,  $6,500,000,  for 
a  total  project  authorization  of  $27,600,000. 

Project  85-D-105,  combined  device  assem- 
bly facility,  Nevada  Test  Site,  Las  Vegas, 
Nevada,  $5,400,000,  for  a  total  project  au- 
thorization of  $20,000,000. 

Project  85-D-106,  hardened  engineering 
test  building,  Lawrence  Livermore  National 
Laboratory,  Livermore,  California,  $330,000, 
for  a  total  project  authorization  of 
$3,030,000. 

Project  85-D-112,  enriched  uranium  recov- 
ery improvements,  Y-12  Plant.  Oak  Ridge, 
Tennessee,  $19,000,000,  for  a  total  project 
authorization  of  $38,800,000. 

Project  85-D-113,  power  plant  and  steam 
distribution  system,  Pantex  Plant,  Amarillo, 
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Texas,  tl. 790,000,  for  a  total  project  authori- 
zation of  $24,790,000. 

Project  8S-D-11S,  renovate  plutonium 
building  utility  systems.  Rocky  Flats  Plant, 
Golden,  Colorado.  $13,440,000,  for  a  total 
project  authorization  of  $34,040,000. 

Project  S5-D-121,  air  and  water  pollution 
control  facilities.  Y-12  Plant.  Oak  Ridge. 
Tennessee,  $9,160,000,  for  a  total  project  au- 
thorization of  $28,160,000. 

Project  85-D-125,  tactical  bomb  produc- 
tion facilities,  various  locations, 
$12,800,000,  for  a  total  project  authorization 
of  $28,800,000. 

Project  84-D-102,  radiation-hardened  in- 
tegrated circuit  laboratory,  Sandia  National 
Laboratories,  Albuquerque,  New  Mexico, 
$3,000,000,  for  a  total  project  authorization 
of  $40,500,000. 

Project  84-D-107,  nuclear  testing  facilities 
revitalization,  various  locations. 

$13,300,000,  for  a  total  project  authorization 
of  $79,240,000. 

Project  84-D-112,  Trident  II  warhead  pro- 
duction facilities,  various  locations, 
$14,500,000,  for  a  total  project  authorization 
of  $155,200,000. 

Project  84-D-124.  environmental  improve- 
ments, Y-12  Plant,  Oak  Ridge,  Tennessee. 
$9,280,000.  for  a  total  authorization  of 
$38,280,000. 

Project  84-D-211,  safeguards  and  site  secu- 
rity upgrading.  Y-12  Plant.  Oak  Ridge.  Ten- 
nessee. $27,220,000.  for  a  total  project  au- 
thorization of  $40,220,000. 

Project  82-D-107,  utilities  and  equipment 
restoration,      replacement,     and     upgrade. 
Phase  III.  various  locations.  $97,904,000.  for 
a  total  project  authorization  of  $838,304,000. 
Project   82-D-144,    simulation    technology 
laboratory,   Sandia   National  Laboratories, 
Albuquerque,  New  Mexico,  $6,000,000.  for  a 
total  project  authorization  of  $40,000,000. 
<2)  For  materials  production: 
Project  87-D-146.   general  plant  projects, 
various  locations,  $32,100,000. 

Project  87-D-149.  reduced  chemical  dis- 
charges to  process  sewers,  Richland.  Wash- 
ington. $3,150,000. 

Project  87-D-150.  radioactive  liquid  efflu- 
ent treatment  facility,  partial  design  only. 
Richland.  Washington.  $4,000,000. 

Project  87-D-152,  environmental  protec- 
tion plantwide.  Savannah  River,  South 
Carolina,  $1,500,000. 

Project  87-D-159,  environmental,  health, 
and  safety  improvements.  Phase  I,  Feed  Ma- 
terials Production  Center,  Femald.  Ohio. 
$10,000,000. 

Project  86-D-149,  productivity  retention 
program.  Phase  I  and  II,  various  locations, 
$65,625,000,  for  a  total  project  authorization 
of  $89,825,000. 

Project  86-D-150,  in-core  neutron  monitor- 
ing system,  N  reactor,  Richland.  Washing- 
ton. $2,760,000,  for  a  total  project  authoriza- 
tion of  $7,220,000. 

Project  86-D-151,  PUREX  electrical 
system  upgrade,  Richland,  Washington. 
$2,480,000.  for  a  total  project  authorization 
of  $4,980,000. 

Project  86-D-152,  reactor  electrical  distn 
bution  system.  Savannah  River,  South  Caro- 
lina, $8,410,000,  for  a  total  project  authori- 
zation of  $10,410,000. 

Project  86-D-153,  additional  line  III  fur- 
nace. Savannah  River,  South  Carolina. 
$7,605,000,  for  a  total  project  authorization 
of  $9,105,000.  ^      , 

Project  86-D-154,  effluent  treatment  facili- 
ty. Savannah  River,  South  Carolina, 
$15,650,000,  for  a  total  project  authorization 
of  $18,150,000. 

Project  86-D-156,  plantwide  safeguards 
systems.  Savannah  River,  South  Carolina, 


$13,610,000,  for  a  total  project  authorization 
of  $16,610,000. 

Project  85-D-139,  fuel  processing  restora- 
tion, IdaJio  Fuels  Processing  Facility.  Idaho 
National  Engineering  Laboratory.  Idaho. 
$32,430,000,  for  a  total  project  authorization 
of  $54,430,000. 

Project  85-D-140.  prodiictivity  and  radio- 
logical improvements.  Feed  Materials  Pro- 
duction Center.  Femald.  Ohio.  $23,500,000. 
for  a  total  project  authorization  of 
$41,500,000. 

Project  85-D-145.  fuel  production  facility. 
Savannah  River.  South  Carolina. 
$27,500,000.  for  a  total  project  authorization 
of  $53,300,000. 

Project  84-D-134,  safeguards  and  security 
improvements,  plantwide.  Savannah  River. 
South  Carolina.  $5,765,000.  for  a  total 
project  authorization  of  S32.665.000. 

Project  84-D-135.  process  facility  modifi- 
cations. Richland.  Washington.  $24,475,000. 
for  a  total  project  authorization  of 
$56,975,000. 

Project  84-D-136.  enriched  uranium  can- 
version  facility  modifications.  Y-12  Plant. 
Oak  Ridge.  Tennessee.  $500,000.  for  a  total 
project  authorization  of  $20,100,000. 

Project  82-D-124.  restoration  of  produc- 
tion capabilities.  Phases  II.  III.  IV.  and  V. 
various  locations,  $3,511,000.  for  a  total 
project  authorization  of  $352,045,000. 

(3)  For  defense  waste  and  byproducts  man- 
agement: 

Project  87-D-171.  general  plant  projects, 
interim  waste  operations  and  long-term 
waste  management  technology,  various  loca- 
tions, $24,535,000. 

Project  87- D- 172.  WESF  K-3  filler  up- 
grade. Richland.  Washington.  $500,000. 

Project  87- D- 173.  242- A  evaporator  crijs- 
tallizer  upgrade.  Richland.  Washington. 
$2,800,000. 

Project  87  D- 174,  241-AQ  lank  farm,  Rich- 
land. Washington,  $2,100,000. 

Project  87-D-175.  steam  system  rehabilita- 
tion. Phase  I.  Richland.  Washington. 
$900,000. 

Project  87-D-177,  test  reactor  area  liquid 
radioactive  waste  cleanup  system.  Phase  III. 
Idaho  National  Engineering  Laboratory. 
Idaho.  $700,000. 

Project  87-D-180.  bunal  ground  expan- 
sion. Savannah  River.  South  Carolina. 
$2,000,000. 

Project  87-D-181.  diversion  box  and  pump 
pit  containment  buildings.  Savannah  River, 
South  Carolina.  $960,000. 

Project    86-D  172.    Bplant    Ffilter.    Rich 
land.    Washington.    $2,949,000.   for  a    total 
project  authorization  of  $3,949,000. 

Project  86-D- 174,  low-level  waste  process- 
ing and  shipping  system.  Feed  Materials 
Production  Center.  Femald.  Ohio. 
$8,072,000.  for  a  total  authorization  of 
$10,572,000. 

Project  86-D  175.  Idaho  National  Engi- 
neering Laboratory  security  upgrade.  Idaho 
National  Engineering  Laboratory.  Idaho. 
$5,258,000.  for  a  total  project  authorization 
of  $7258.000. 

Project  85-D-158.  central  warehouse  up- 
grade. Richland.  Washington.  $1,044,000.  for 
a  total  project  authorization  of  $6,744,000. 

Project  85-D  159.  new  waste  transfer  fa 
cilities.  Savannah  River.  South  Carolina. 
$4,118,000.  for  a  total  project  authorization 
of  $24,118,000. 

Project  85-D-160.  test  reactor  area  security 
system  upgrade.  Idaho  National  Engineer- 
ing Laboratory.  Idaho.  $2,703,000.  for  a  total 
project  authorization  of  $6,953,000. 

Project  81  T- 105.  defense  waste  processing 
facility.  Savannah  River,  South  Carolina, 


$123,967,000.  for  a  total  project  authoriza- 
tion of  $721,467,000. 
<4)  For  naval  reactors  development: 
Project  87-N-lOl.   general  plant  projects, 
various  locations.  $4,800,000. 

Project  87-N-102.  Kesselnng  site  facilities 
upgrade.  Knolls  Atomic  Power  Laboratory, 
West  Milton,  New  York,  $5,000,000. 

Project  87-N-103,  computation  laboratory 
addition,  Bettis  Atomic  Power  Laboratory,. 
West  Mifflin,  Pennsylvania.  $2,300,000. 

15/  For  capital  equipment  not  related  to 
construction: 
(A)  For  weapons  activities.  $273,570,000. 
<B)  For  the  defense  inertial  confinement 
fusion  program.  $9,500,000. 

to  For  materials  production. 
$110,120,000. 

ID)  For  defense  waste  and  byproducts 
management.  $35,505,000. 

(E)  For  verification  and  control  technolo- 
gy. $4,200,000. 

<Ft  For  nuclear  safeguards  and  security. 
$4,800,000. 

IG)  For  naval  reactors  development, 
$46,700,000. 

161  For  verification  and  control  technolo- 
gy: 

Project  85-D-171.  Space  Science  Laborato- 
ry. Los  Alamos.  New  Mexico.  $2,000,000.  for 
a  total  project  authorization  of  $7,500,000. 

171  The  sum  of  the  amounts  authorized  to 
be  appropriated  by  this  section  is  hereby  re- 
duced by  $11,000,000. 

.S>.(.    Jfl/3.     \ITII(>KI/.ATIO\    HIK    STKATKUt     ItE- 
h>:\SKIMTIATIVh: 

Of  the  funds  authorized  to  be  appropri- 
ated in  sections  3011  and  3012.  $279,000,000 
IS  authorized  for  programs,  projects,  and  ac- 
lU'ities  of  the  Strategic  Defense  Initiative, 
such  amount  being  the  amount  of 
$270,000,000  provided  for  fiscal  year  1986 
plus  an  additional  $9,000,000  representing  a 
3.5  percent  increase  for  inflation. 

Part  B-Rkcurrisc,  General  Provisions 

S/.r.  3112 1.  HHI'KlH.KAWMIMi. 

>a)  Notice  to  CoNORESs.—dl  Except  as 
otherwise  provided  in  this  title— 

(II  no  amount  appropriated  pursuant  to 
this  title  may  be  used  for  any  program  m 
excess  of  105  percent  of  the  amount  author- 
ized for  that  program  by  this  title  or 
$10,000,000  more  than  the  amount  author- 
ized for  that  program  by  this  title,  whichev- 
er IS  the  lesser,  and 

(21  no  amount  appropriated  pursuant  to 
this  title  may  be  used  for  any  program 
which  has  not  been  presented  to.  or  request- 
ed of  the  Congress. 

unless  a  period  of  30  calendar  days  (not  in- 
cluding any  day  on  which  either  House  of 
Congress  is  not  in  session  because  of  ad- 
journment of  more  than  three  calendar  days 
to  a  day  certain/  has  passed  after  receipt  by 
the  Committees  on  Armed  .Senices  and  Ap- 
propriations of  the  Senate  and  House  of 
Representatives  of  notice  from  the  .Secretary 
of  Energy  (hereinafter  in  this  part  referred 
to  as  the  Secretary' /  containing  a  lull  and 
complete  statement  of  the  action  proposed 
to  be  taken  and  the  facts  and  circumstances 
relied  upon  in  support  of  such  proposed 
action,  or  unless  each  such  committee  before 
the  expiration  of  such  period  has  transmit- 
ted to  the  Secretary  written  notice  to  the 
effect  that  such  committee  has  no  objection 
to  the  proposed  action. 

(b/  Limitation  on  Amount  OauoATED.-ln 
no  event  may  the  total  amount  of  funds  obli- 
gated pursuant  to  this  title  exceed  the  total 
amount  authorized  to  be  appropriated  by 
this  title. 
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SEC  IKl.  LIMITS  OS  (iESHRAL  PLA\T  HRIUEITK 

<a)  In  General.— The  Secretary  may  carry 
out  any  construction  project  under  the  gen- 
eral plant  projects  provisions  authorized  by 
this  title  if  the  total  estimated  cost  of  the 
construction  project  does  not  exceed 
1 1.200.000. 

(b)  Report  to  Congress.— If  at  any  time 
during  the  construction  of  any  general  plant 
project  authorized  by  this  title,  the  estimat- 
ed cost  of  the  project  is  revised  because  of 
unforeseen  cost  variations  and  the  revised 
cost  of  the  project  exceeds  SI. 200,000.  the 
Secretary  shall  immediately  furnish  a  com- 
plete report  to  the  Committees  on  Armed 
Services  and  Appropriations  of  the  Senate 
and  House  of  Representatives  explaining  the 
reasons  for  the  cost  variation. 

SEC.  J«J.  LIMITS  O.V  CO.\STRC(TIO.\  PRIUECTS. 

la)  In  General.— Whenever  the  current  es- 
timated cost  of  a  construction  project, 
which  is  authorized  by  section  3012  of  this 
title,  or  which  is  in  support  of  national  se- 
curity programs  of  the  Department  of 
Energy  and  was  authorized  by  any  previous 
Act  exceeds  by  more  than  25  percent  the 
higher  of— 

lit  the  amount  authorized  for  the  project: 
or 

12)  the  amount  of  the  total  estimated  cost 
for  the  project  as  shown  in  the  most  recent 
budget  justification  data  submitted  to  Con- 
gress, 

construction  may  not  be  started  or  addition- 
al obligations  incurred  in  connection  with 
the  project  above  the  total  estimated  cost,  as 
the  case  may  be,  unless  a  period  of  30  calen- 
dar days  inot  including  any  day  on  which 
either  House  of  Congress  is  not  in  session 
because  of  adjournment  of  more  than  three 
calendar  days  to  a  day  certain'  has  passed 
after  receipt  by  the  Committees  on  Armed 
Services  and  Appropriations  of  the  Senate 
and  House  of  Representatives  of  notice  from 
the  Secretary  of  Energy  containing  a  full 
and  complete  statement  of  the  action  pro- 
posed to  be  taken  and  the  facts  and  circum- 
stances relied  upon  in  support  of  such  pro- 
posed action,  or  unless  each  such  committee 
before  the  expiration  of  such  period  has 
transmitted  to  the  Secretary  written  notice 
to  the  effect  that  such  committee  has  no  ob- 
jection to  the  proposed  action. 

lb)  ExcEPTiON.-Subsection  la)  shall  not 
apply  to  any  construction  project  which  has 
a  current  estimated  cost  of  less  than 
SS, 000,000. 

SEC  JtH.  Fl  V»  TRA  \SFER  A  t  THORITY. 

Funds  appropriated  pursuant  to  this  title 
may  be  transferred  to  other  agencies  of  the 
Government  for  the  performance  of  the  work 
for  which  the  funds  were  appropriated,  and 
funds  so  transferred  may  be  merged  with  the 
appropriations  of  the  agency  to  which  the 
funds  are  transferred. 

.SEC.  3KS.  AITHORITY  FOR  CO.\STRC(riO.\  DESiaS. 

la)  In  General.— U)  Within  the  amounts 
authorized  by  this  title  for  plant  engineering 
and  design,  the  Secretary  may  carry  out  ad- 
vance planning  and  construction  designs 
lincluding  architectural  and  engineering 
services)  in  connection  with  any  proposed 
construction  project  if  the  total  estimated 
cost  for  such  planning  and  design  does  not 
exceed  S 2,000,000. 

12)  In  any  case  in  which  the  total  estimat- 
ed cost  for  such  planning  and  design  exceeds 
$300,000,  the  Secretary  shall  notify  the  Com- 
mittees on  Armed  Services  and  Appropria- 
tions of  the  Senate  and  House  of  Represent- 
atives in  writing  of  the  details  of  such 
project  at  least  30  days  before  any  funds  are 
obligated  for  design  services  for  such  project 
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lb)  Specific  Authority  REQViREo.-In  any 
case  in  which  the  total  estimated  cost  for 
advance  planning  and  construction  design 
in  connection  with  any  construction  project 
exceeds  $2,000,000,  funds  for  such  design 
must  be  specifically  authorized  by  law. 

SEC  302g.  ACTHDRITY  FOR  EMERI.ESCY  CO.XSTRIC 
TIO\  DESK.V 

In  addition  to  the  advance  planning  and 
construction  design  authorized  by  section 
3012,  the  Secretary  may  perform  planning 
and  design  utilizing  available  funds  for  any 
Department  of  Energy  defense  activity  con- 
struction project  whenever  the  Secretary  de- 
termines that  the  design  must  proceed  expe- 
ditiously in  order  to  meet  the  needs  of  na- 
tional defense  or  to  protect  property  or 
human  life. 

SEC  3027.  FiSDS  A  VAILAHI.E  FOR  ALL  .\ATIO.\AL  .SE- 
CIRITY  PROCRAMS  OF  THE  DEPART- 
ME\T  OF  E\FRUY. 

Subject  to  the  provisions  of  appropriation 
Acts,  amounts  appropriated  pursuant  to  this 
title  for  management  and  support  activities 
and  for  general  plant  projects  are  available 
for  use,  when  necessary,  in  connection  with 
all  national  security  programs  of  the  De- 
partment of  Energy. 

.SEC  302H.  AI)JCSTME\TS  FOR  PA  Y  ISCRE.ASES. 

Appropriations  authorized  by  this  title  for 
salary,  pay,  retirement  or  other  benefits  for 
Federal  employees  may  be  increased  by  such 
amounts  as  may  be  necessary  for  increases 
in  such  benefits  authorized  by  law. 

SEC  3029.  A  VAILABILITY  OF  FCSDS. 

When  so  specified  in  an  appropriation 
Act  amounts  appropriated  for  ■'Operating 
Expenses"  or  for  -Plant  and  Capital  Equip- 
ment" may  remain  available  until  expend- 
ed. 

Part  C— Special  Program  Provisions 

SEC  303L  PROTECTIOS  OF  SESSITIVE  TECHMCAL 
ISFORMATIOS. 

la)  Whenever  any  contractor  makes  an  in- 
vention or  discovery  to  which  the  Depart- 
ment of  Energy  has  elected  to  retain  owner- 
ship at  the  time  of  contracting  pursuant  to 
section  202ia)  Hi)  or  liv)  of  title  35,  United 
States  Code,  or  pursuant  to  section  152  or 
section  159  of  the  Atomic  Energy  Act  of  1954 
142  U.S.C.  2182  or  2189)  in  the  course  of  or 
under  any  Government  contract  or  subcon- 
tract of  the  Naval  Nuclear  Propulsion  Pro- 
gram or  the  nuclear  weapons  programs  or 
other  atomic  energy  defense  activities  of  the 
Department  of  Energy  and  the  contactor  re- 
quests waiver  of  any  property  rights,  the 
Secretary  of  Energy  may  decide  to  assign  to 
the  contractor  property  rights  in  such  inven- 
tion or  discovery.  Such  decision  shall  be 
made  within  a  reasonable  time  Iwhich  shall 
usually  be  six  months  from  the  date  of  the 
request  by  the  contractor  for  assignment  of 
such  rights). 

lb)  In  making  a  decision  under  this  sec- 
tion, the  Secretary  shall  consider— 

11)  whether  national  security  will  be  com- 
promised: 

12)  whether  sensitive  technical  informa- 
tion Iwhether  classified  or  unclassified) 
under  the  Naval  Nuclear  Propulsion  Pro- 
gram or  the  nuclear  weapons  programs  or 
other  atomic  energy  defense  activities  of  the 
Department  of  Energy  for  which  dissemina- 
tion is  controlled  under  Federal  statutes  and 
regulations  will  be  released  to  unauthorized 
persons: 

13)  whether  an  organizational  conflict  of 
interest  contemplated  by  Federal  statutes 
and  regulations  will  result:  and 

14)  whether  failure  to  assert  such  a  claim 
will  adversely  affect  the  operation  of  the 
Naval  Nuclear  Propulsion  Program  or  the 


nuclear  weapons  programs  or  other  atomic 
energy  defense  activities  of  the  Department 
of  Energy. 

SEC  3932.  RESTRICTIOS  OS  ISE  OF  FISDS  TO  PAY 
PESALTIES    rSDER    ESVIROSMESTAL 

LA  WS. 

la)  Restriction.— Funds  appropriated  to 
the  Department  of  Energy  for  fiscal  year 
1987  pursuant  to  authorizations  of  appro- 
priations in  this  title  for  the  Naval  Nuclear 
Propulsion  Program  or  the  nuclear  weapons 
programs  or  other  atomic  energy  defense  ac- 
tivities of  the  Department  of  Energy  may 
not  be  used  to  pay  a  penalty,  fine,  forfeiture, 
or  settlement  in  regard  to  a  defense  activity 
or  facility  of  the  Department  of  Energy  due 
to  a  failure  to  comply  with  any  environmen- 
tal requirement 

lb)  Exception.— Subsection  la)  shall  not 
apply  with  respect  to  an  environmental  re- 
quirement if— 

ID  the  President  fails  to  request  funds  for 
compliance  with  the  environmental  require- 
ment: or 

12)  the  Congress  has  appropriated  funds 
for  such  purpose  land  such  funds  have  not 
been  sequestered,  deferred,  or  rescinded)  and 
the  Secretary  of  Energy  fails  to  use  the  funds 
for  such  purpose. 

SEC  3033.  STIDY  OF  PRODI  CTIOS  REACTOR  SAFETY 

la)  Requirement  for  Independent 
Study.— 11 J  The  Secretary  of  Energy  shall  re- 
quest the  National  Academy  of  Sciences  and 
the  National  Academy  of  Engineering— 

lA)  to  make  an  independent  assessment  of 
the  safety  of  continuing  operations  of  the 
"N"  Production  Reactor,  located  near  Rich- 
land, Washington,  including  any  technical 
and  safety  issues  raised  by  the  nuclear  reac- 
tor accident  at  Chernobyl  in  the  Soviet 
Union:  and 

IB)  to  provide  a  report  on  such  assess- 
ment together  with  findings  and  recommen- 
dations, concurrently  to  Congress  and  the 
Secretary  not  later  than  March  1.  1987. 

12)  The  assessment  should— 

lA)  be  made  by  distinguished  scientists 
and  engineers  drawn  from  the  councils  of 
the  National  Academy  of  Sciences,  the  Na- 
tional Academy  of  Engineering,  and  the  Na- 
tional Institute  of  Medicine  chosen  with 
regard  for  their  special  competence  and  ex- 
pertise: and 

IB)  be  conducted  in  a  manner  that  would 
allow  for  appropriate  public  participation 
in  the  review  process  consistent  with  statu- 
tory requirements  to  prevent  the  unauthor- 
ized disclosure  of  classified  information. 

lb)  Review  and  Comment  by  Secretary.— 
The  Secretary  shall  review  the  findings  and 
recommendations  contained  in  the  report 
under  subsection  la)  and  shall  separately 
provide  to  Congress  a  report  containing— 

11)  the  Secretary's  comments  on  such  find- 
ings and  recommendations;  and 

12)  a  description  lincluding  cost  assess- 
ments) of  plans  of  the  Secretary  to  correct 
any  technical  problems  described  in  the 
report  or  to  carry  out  recommendations  set 
forth  in  the  report 

SEC  3031.  COM.mSITY  ASSIST.ASCE  PA  YME.VTS. 

Section  1532  of  the  Department  of  Energy 
National  Security  and  Military  Applica- 
tions of  Nuclear  Energy  Authorization  Act 
of  1986  I  title  XV  of  Public  Law  99-145;  99 
Stat  773)  is  amended  by  adding  at  the  end 
the  following  new  subsection: 

"Id)  Rule  of  CoNSTRVCTioN.—The  author- 
ity of  the  Secretary  of  Energy  under  subsec- 
tion la)  to  provide  a  final  financial  settle- 
ment with  Anderson  County  and  Roane 
County,  Tennessee,  and  with  the  City  of  Oak 
Ridge,  Tennessee,  and  terminate  all  annual 
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assistance  payments  made  to  those  entities 
pursuant  to  section  91  of  the  Atomic  Energy 
Community  Act  of  1 955  (42  U.S.C.  2391)  does 
not  affect  any  other  right,  function,  or  duty 
of  the  Secretary  with  respect  to  such  Act  (42 
U.S.C.  2301),  and  the  Secretary  shall  consid- 
er the  purposes  of  such  Act  a  continuing 
atomic  energy  defense  function  of  the  De- 
partment of  Energy. ". 

SEC  3935.  AlTHORITr  FOR  DEPARTMEST  Of 
ESERCY  VOSTRACTOR  EMPLOYEES  TO 
CARRY  FIREARMS  BEYOND  BOISD- 
ARIES  OF  A  DOE  FACILITY. 

Section  161k.  of  the  Atomic  Energy  Act  of 
1954  is  amended— 

(1)  by  inserting  "and  subcontractors  (at 
any  tier)"  in  the  second  sentence  after  "em- 
ployees of  its  contractors"; 

(2)  by  striking  out  "owned  by  the  United 
States  and"  in  the  second  sentence  and  in- 
serting in  lieu  thereof  "under  the  jurisdic- 
tion of  the  United  States"; 

(3)  by  inserting  "or  being  transported  to  or 
from  such  facilities"  in  the  second  sentence 
after  "contracted  to  the  United  States"; 

(4)  by  inserting  after  the  third  sentence  the 
following  new  sentence:  "An  employee  of  a 
contractor  or  subcontractor  authorized  to 
carry  firearms  under  this  subsection  may 
make  such  arrests  only  when  the  individual 
to  be  arrested  is  within,  or  in  direct  flight 
from,  the  area  of  such  offense.  ";  and 

(5)  by  striking  out  the  semicolon  at  the 
end  and  inserting  in  lieu  thereof  the  follow- 
ing: ".  The  Secretary,  with  the  approval  of 
the  Attorney  General,  shall  issue  guidelines 
to  implement  this  subsection;". 

SEC  JOie.  LIMITATION  OS  MCLEAR  TESTISC. 

(a)  One-Year  Limitation.— During  calen- 
dar year  1987,  funds  appropriated  to  the  De- 
partment of  Defense  or  the  Department  of 
Energy  may  not  be  obligated  or  expended  to 
carry  out  any  nuclear  explosion  with  a  yield 
exceeding  one  kiloton.  or  a  nuclear  explo- 
sion that  is  conducted  outside  a  designated 
test  area,  unless  the  President  certifies  to 
Congress— 

(1)  that  the  Soviet  Union  has  carried  out  a 
nuclear  explosion  with  a  yield  exceeding  one 
kiloton  after  December  31,  1986; 

(2)  that  the  Soviet  Union  has  carried  out  a 
nuclear  explosion  outside  a  designated  test 
area  after  December  31,  1986;  or 

(31  that  the  Soviet  Union  has  refused  to 
accept  and  implement  reciprocal  in-country 
monitoring  arrangements  to  be  in  effect  for 
calendar  year  1987. 

(b)  Termination  for  Certain  New  Agree- 
MENTS.—The  limitation  on  nuclear  explo- 
sions in  subsection  (a)  shall  cease  to  apply  if 
supplanted  by  an  agreement,  accord,  or 
treaty  between  the  United  States  and  the 
Soviet  Union  establishing  significant  limits 
on  nuclear  explosions  by  such  countries  that 
is  negotiated  after  the  date  of  the  enactment 
of  this  Act 

(c)  Definitions.— For  the  purposes  of  this 

sectioru' 

(1)  The  term  "in-country  reciprocal  moni- 
toring arrangements"  means  arrangements 
between  the  United  States  and  the  Soviet 
Union  to  supplement  national  technical 
means  of  verification  through  the  emplace- 
ment by  each  country  of  seismic  monitoring 
stations  on  the  national  territory  of  the 
other  so  that  the  seismic  monitoring  net- 
work of  each  nation  will  be  capable  of  de- 
tecting and  identifying  nuclear  explosions 
with  a  yield  exceeding  one  kiloton  at  known 
nuclear  weapons  test  sites  of  the  other 
nation  and  at  any  other  site  of  the  other 
nation  that  currently  has  the  capability  to 
accommodate  decoupled  nuclear  explosions 
with  a  yield  exceeding  one  kiloton. 


(2)  The  term  "designated  test  area"  means 
an  area  within  the  Soviet  Union  or  the 
United  States  which— 

(A)  is  known  to  be  composed  of  strong-cou- 
pling rock;  and 

(B)  is  located  within  the  boundaries  of  a 
single  existing  nuclear  weapons  testing  site 
in  such  country. 

SEC  3937.  CONTRACTOR  LIABILITY  FOR  CLAIMS 
ARISINd  OCT  OF  ATOMIC  WEAPONS 
TESTINIi  PROGRAMS. 

(a)  In  General.— (1 J  Chapter  171  of  title 
28,  United  States  Code,  is  amended  by 
adding  at  the  end  the  following  new  section: 
"§  2S8I.  Certain  cicil  actions  involving  the  atomic 
weapons  testing  program 
"(a)(1)  Notwithstanding  any  other  provi- 
sion of  this  chapter,  or  section  2401  of  this 
title,  an  action  may  be  brought  against  the 
United  States  for  money  damages  for  injury 
to  or  loss  of  property  or  for  personal  injury 
or  death  due  to  exposure  to  radiation  based 
on  an  act  or  omission  of  a  contractor  in  car- 
rying out  an  atomic  weapons  testing  pro- 
gram under  a  contract  with  the  United 
States.  In  any  such  action,  the  United  States 
shall  be  liable  to  the  same  extent  as  the  con- 
tractor would  be  liable,  and  shall  have  avail- 
able as  defenses  only  those  defenses  that 
would  be  available  to  the  contractor. 

"(2)  Notwithstanding  any  other  provision 
of  this  chapter,  or  section  2401  of  this  title, 
in  any  action  brought  against  any  person 
other  than  the  United  States  for  money  dam- 
ages for  injury  to  or  loss  of  property  or  for 
personal  injury  or  death  due  to  exposure  to 
radiation  based  on  an  act  or  omission  of  a 
contractor  in  carrying  out  an  atomic  weap- 
ons testing  program  under  a  contract  with 
the  United  States,  the  United  States  shall  be 
substituted  as  the  party  defendant  and  shall 
have  available  as  defenses  only  those  de- 
fenses available  to  the  contractor. 

"(3)  For  purposes  of  any  action  described 
in  paragraph  (1)  or  (2).  the  contractor  shall 
not  be  considered  to  be  a  corporation  pri- 
marily acting  as  an  instrumentality  or 
agency  of  the  United  States. 

"(4)  Any  action  described  in  paragraph  (1) 
or  12)  shall,  at  the  request  of  any  party  to  the 
action,  be  tried  by  the  court  with  a  jury. 

■(b)  A  contractor  against  whom  an  action 
described  in  subsection  (a)(2)  is  brought 
shall  promptly  deliver  all  process  sened 
upon  that  contractor  to  the  Attorney  Gener- 
al. Upon  certification  by  the  Attorney  Gen- 
eral that  the  suit  against  the  contractor  is 
within  the  provisions  of  subsection  (a)(2). 
an  action  commenced  in  a  State  court  shall 
be  removed  without  bond  at  any  time  before 
trial  by  the  Attorney  General  to  the  district 
court  of  the  United  States  for  the  district 
and  division  embracing  the  place  in  which 
the  action  is  pending.  For  purposes  of  such 
removal,  the  certification  by  the  Attorney 
General  under  this  subsection  establishes 
conclusively  that  the  action  is  within  the 
provisions  of  subsection  (a)(2)  of  this  sec- 
tion. 

"(c)  In  any  action  under  subsection  (a). 
the  United  States  shall  not  be  liable  for  in- 
terest prior  to  judgment  or  for  punitive 
damages. 

"(d)  The  judgment  in  an  action  under  sub- 
section (a)  shall  constitute  a  complete  bar  to 
any  other  civil  action  by  the  plaintiff  by 
reason  of  the  same  subject  matter,  against 
the  contractor  whose  act  or  omission  gave 
rise  to  the  claim  or  against  any  employee  or 
agent  of  the  contractor. 

"(e)  The  Attorney  General  or  a  person  des- 
ignated by  the  Attorney  General  may  arbi- 
trate, compromise,  or  settle  any  action 
under  subsection  (a). 


"(f)(1)  No  attorney  may  charge,  demand, 
receive,  or  collect  for  services  rendered,  fees 
in  excess  of  25  percent  of  any  judgment  ren- 
dered, or  any  compromise  or  settlement 
made,  in  an  action  under  subsection  (a). 

"(2)  Any  attorney  who  violates  paragraph 
(1)  shall,  if  recovery  t>e  had,  be  fined  not 
more  than  $2,000  or  imprisoned  not  more 
than  one  year,  or  both. 

"(g)  This  section  applies  to  actions  pend- 
ing on  October  19,  1984.  and  to  actions  com- 
menced after  that  date. 

"(h)  For  purposes  of  this  section,  the  term 
'contractor'  includes  a  contractor,  or  cost  re- 
imbursement subcontractor  of  any  tier,  par- 
ticipating in  the  conduct  of  the  United 
States  atomic  weapons  testing  program  for 
the  Department  of  Energy  (or  any  of -its 
predecessor  agencies,  including  the  Manhat- 
tan Engineer  District,  the  Atomic  Energy 
Commission,  and  the  Energy  Research  onrf 
Development  Administration).  Such  term 
also  includes  facilities  which  conduct  or 
have  conducted  research  concerning  health 
effects  of  ionizing  radiation  in  connection 
with  the  testing  under  contract  with  the  De- 
partment of  Energy  (or  any  of  its  predeces- 
sor agencies). ". 

(2)  The  table  of  sections  at  the  beginning 
of  chapter  171  of  title  28,  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  item' 

"2681.  Certain  civil  actions  involving  the 
atomic  weapons  testing  pro- 
gram. ". 

(b)  Court  Jurisdiction.— Section  1346  of 
title  28.  United  States  Code,  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(g)  The  district  courts  shall  have  exclu- 
sive jurisdiction  of  all  actions  under  section 
2681  of  this  title. ". 

(c)  Repeal.— Section  1631  of  the  Depart- 
ment of  Defense  Authorization  Act,  1985 
(Public  Law  98-525:  98  Stat.  2646).  is  re- 
pealed effective  on  October  19,  1984. 

(d)  Effect  on  Statutes  of  Limitations.— 
The  period  during  which  section  1631  of  the 
Department  of  Defense  Authorization  Act, 
1985,  was  in  effect  shall  not  be  taken  into 
account  in  computing  the  period  provided 
in  any  Federal  or  State  statute  of  limita- 
tions applicable  to  any  civil  action  for  an 
injury,  loss  of  property,  personal  injury,  or 
death  described  in  subsection  (a)(1)  of  such 
section. 

TITLE  ll—.\ATIO.\AL  DEFE.XSE  STOCKPILE 
SEC  3101.  SHORT  TITLE. 

This  title  may  be  cited  as  the  "Strategic 
and  Critical  Materials  Stock  Piling  Amend- 
ments of  1986". 

SEC  3101.  STOCKPILE  REQllREMENTS. 

(a)  Purpose  of  Stockpile.— Section  2  of 
the  Strategic  and  Critical  Materials  Stock 
Piling  Act  (50  U.S.C.  98a)  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(c)  It  is  the  intent  of  Congress— 
"(1)  that  the  National  Defense  Stockpile  be 
used  to  sen-e  the  interest  of  national  defense 
only  and  not  be  used  for  economic  or  budg- 
etary purposes:  and 

"(2)  that  the  quantities  of  materials  stock- 
piled under  this  Act  should  be  suf.ficient  to 
sustain  the  United  States  for  a  period  of  not 
less  than  three  years  in  the  event  of  a  na- 
tional emergency. ". 

(b)  Establishment  of  Stockpile  Require- 
ments BY  Law.— Section  3  of  such  Act  (50 
U.S.C.  98b)  is  amended  to  read  as  follows: 
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"ESTABLISHMENT  BY  LAW  OF  STOCKPILE 
REQUIREMENTS 

"Sec.  3.  la)  The  materials  that  are  strate- 
gic and  critical  materials  for  the  purposes  of 
this  Act.  and  the  quality  and  quantity  of 
each  such  material  to  be  acquired  for  the 
purposes  of  this  Act  and  the  form  in  which 
each  such  material  shall  be  acquired  and 
stored,  shall  be  established  by  law. 

"(b)  Such  materials  when  acquired,  togeth- 
er with  the  other  materials  described  in  sec- 
tion 4.  shall  constitute  and  be  collectively 
known  as  the  National  Defense  Stockpile 
(hereinafter  in  this  Act  referred  to  as  the 
'stockpile '). 

"(c)  Determinations  under  subsection  (a) 
shall  be  known  as  stockpile  requirements'". 

(c)  Initial  Level  of  Stockpile  Require- 
ments.—The  determinations  in  effect  as  of 
October  1.  1984.  under  section  3(a)  of  the 
Strategic  and  Critical  Materials  Stock 
Piling  Act  shall  be  the  stockpile  require- 
ments for  the  purposes  of  such  section,  as 
amended  by  this  title,  until  otherwise  pro- 
vided by  law. 

SEC.  IIU.  rR.*.\SFER  OF  CERTAI.\  STOCKPILE  Fl  \( 
r/OV.S    TO    THE    SECRETAR}     OF    PE- 
FE.\SE. 

(a)  In  General.— Sections  5,  6.  10.  and  11 
of  the  Strategic  and  Critical  Materials  Stock 
Piling  Act  (SO  U.S.C.  98d.  98e.  98h-l.  98h-2) 
are  amended  by  striking  out  "President" 
each  place  it  appears  and  inserting  in  lieu 
thereof  "Secretary". 

(b)  Definition  of  Secretary.— Section  12 
of  such  Act  (SO  U.S.C.  98h-3)  is  amended  by 
adding  at  the  end  the  following  new  para- 
graph: 

"(3)  The  term  'Secretary'  means  the  Secre- 
tary of  Defense.". 

(c)  Technical  Amendment.— Section  IKb) 
of  such  Act  (SO  U.S.C.  98h-l)  is  amended  by 
striking  out  "each  year  "  and  all  that  follows 
through  "the  next  fiscal  year"  and  inserting 
in  lieu  thereof  "each  year,  at  the  time  that 
the  Budget  is  submitted  to  Congress  pursu- 
ant to  section  llOS  of  title  31.  United  States 
Code,  for  the  next  fiscal  year. ". 

SEC.    J/«.    A.S.MAL   RECOMMESDATIOS  OF  STIKK- 
PILE  REQ(IREME\TS  BY  SECRETARY 
.     OFDEFE\SE. 

The  Strategic  and  Critical  Materials  Stock 
Piling  Act  is  amended  by  adding  at  the  end 
the  following  new  section: 

"ANNUAL  RECOMMENDATIONS  BY  SECRETARY  OF 
DEFENSE 

"Sec  14.  la)  In  General.— In  order  to 
assist  Congress  in  establishing  stockpile  re- 
quirements under  section  3.  the  Secretary 
shall  submit  to  Congress  an  annual  report 
on  stockpile  requirements.  Each  such  report 
shall  be  submitted  with  the  annual  report 
submitted  under  section  IKb)  and  shall  in- 
clude— 

"(1)  the  Secretary's  recommendations  with 
respect  to  stockpile  requirements:  and 

"(2)  the  matters  required  under  subsec- 
tions (b)  through  (e). 

"lb)  National  Emergency  Planning  As- 
sumptions.—Each  report  under  this  section 
shall  set  forth  the  national  emergency  plan- 
ning assumptions  used  in  determining  the 
stockpile  requirements  recommended  by  the 
Secretary.  Assumptions  to  be  set  forth  in- 
clude assumptions  relating  to  each  of  the 
following: 

"(1)  Length  and  intensity  of  the  assumed 
emergency. 

"(2)  The  military  force  structure  to  t)e  mo- 
bilized. 

"(3)  Losses  from  enemy  action. 

"14)  Military,  industrial,  and  essential  ci- 
vilian requirements  to  support  the  national 
emergency. 


"(S)  The  availability  of  supplies  of  strate- 
gic and  critical  materials  from  foreign 
sources,  taking  into  consideration  possible 
shipping  losses. 

"(6)  Domestic  production  of  strategic  and 
critical  materials. 

"(II  Civilian  austerity  measures. 
'  "(c)  Consideration  of  Materials  Based  on 
Net  Import  Reliance.— 

"(1)  In  general.— In  determining  the  mate- 
rials to  be  recommended  to  Congress  under 
subsection  (a)(1)  as  strategic  and  critical 
materials  (and  the  quantity  and  quality  of 
such  materials  to  be  recommended),  the  Sec- 
retary shall  consider—  ., 

"(A)  whether  each  of  the  materials  deter- 
mined under  paragraph  (3)  should  be  recom- 
mended as  a  strategic  and  critical  material; 
and 

"(B)  in  the  case  of  any  such  material, 
whether  the  quantity  determined  under 
paragraph  (5)  with  respect  to  such  material 
is  the  appropriate  quantity  of  such  material 
to  be  established  by  Congress  as  the  stockpile 
requirement  for  that  material. 

""(2)  Matters  to  be  included  in  report.— 
In  each  report  under  this  section,  the  Secre- 
tary shall  identify— 

'"(A)  each  material  determined  under  para- 
graph (3):  and 

"(B)  the  quantity  determined  under  para- 
graph (S)  with  respect  to  each  such  material. 
"(3)  Materials  to  be  identified.— The  Sec- 
retary shall  identify  each  material  that  the 
Secretary  determines  is  necessary  for  the  se- 
curity of  the  United  States  essential  to  the 
economy  of  the  United  States,  and  obtained 
from  foreign  sources. 

""(4)  Classification  of  materials  based  on 
NET  IMPORT  reliance.— Each  of  the  materials 
identified  under  paragraph  (3)  shall  be  clas- 
sified by  the  Secretary  for  the  purposes  of 
this  section  as  follows: 

"(A)  Cijiss  A  .materials.— A  material  shall 
be  classified  as  a  class  A  material  if— 

"'(i)  the  material  is  not  produced  in  the 
United  States  or  is  produced  in  the  United 
States  in  limited  quantities:  and 

"(it)  the  net  import  reliance  of  the  United 
States  for  the  material  is  greater  than  or 
equal  to  65  percent. 

'(B)  CLA.SS  B  MATERIALS.— A  material  shall 
be  classified  as  a  class  B  material  if— 

"(i)  the  material  is  produced  in  the  United 
States  but  is  not  available  in  sufficient 
quantities  in  the  United  States:  and 

"(ii)  the  net  import  reliance  of  the  United 

States  for  the  material  is  greater  than  or 

equal  to  30  percent  but  less  than  65  percent. 

"(C)  Class  c  materials.— A  material  shall 

be  classified  as  a  class  C  material  if— 

"(i)  the  material  is  produced  in  substan- 
tial quantities  in  the  United  States:  and 

"(iii  the  net  import  reliance  of  the  United 
States  for  the  material  is  less  than  30  per- 
cent. 

""(S)  Quantity  to  be  determined.— For  each 
material  identified  under  paragraph  (3).  the 
Secretary  shall  determine  the  following: 

"(A)  Class  a  materials.— In  the  case  of  a 
material  classified  under  paragraph  (4)  as  a 
class  A  material,  the  Secretary  shall  deter- 
mine the  quantity  of  such  material  equal  to 
three  years'  net  imports  of  such  material. 

""(B)  Class  b  materials.— In  the  case  of  a 
material  classified  under  paragraph  14)  as  a 
class  B  material,  the  Secretary  shall  deter- 
mine the.quantity  of  such  material  equal  to 
two  years'  net  imports  of  such  material. 

"'lO  Class  c  materials.— In  the  case  of  a 
material  classified  under  paragraph  (4)  as  a 
class  C  material,  the  Secretary  shall  deter- 
mine the  quantity  of  such  material  equal  to 
one  year's  net  imports  of  such  material 


"(6)  Determination  of  net  imports.— For 
purposes  of  paragraph  (5).  a  year's  net  im- 
ports of  a  material  is  the  quantity  of  the  ma- 
terial equal  to  the  amount  by  which— 

"'(A)  the  sum  of— 

""(i)  the  average  annual  imports  of  such 
material  into  the  United  States  during  the 
base  period:  and 

"(ii)  the  average  annual  shipment  of  such 
material  from  the  stockpile  as  excess  materi- 
al during  the  base  period:  exceeds 

"(B)  the  average  annual  exports  of  such 
material  from  the  United  States  during  the 
base  period. 

"(7)  Base  period  defined.— For  purposes  of 
paragraph  (6).  the  term  "base  period'  means 
the  most  recent  period  of  five  calendar  years 
for  which  data  is  available. 

"(d)  Effect  of  Establishing  Stockpile  Re- 
quirements IN  Accordance  With  Determina- 
tions Under  Subsection  (c).—The  Secretary 
shall  include  in  each  report  under  this  sec- 
tion an  analysis  of  the  effect  (including  the 
cost  and  the  impact  on  world  markets)  of  es- 
tablishing the  stockpile  requirements  in  ac- 
cordance with  the  materials,  and  the  quanti- 
ties of  materials,  identified  under  subsec- 
tion (c). 

""(e)  Differences  Between  Recommenda- 
tions AND  Net  Import  Results.— When  the 
stockpile  requirements  recommended  by  the 
Secretary  in  a  report  under  this  section 
differ  from  the  materials  and  quantities  that 
are  identified  under  subsection  (c).  the  Sec- 
retary shall  also  include  in  the  report  a  de- 
tailed explanation  for  such  differences,  in- 
cluding— 

'"(1)  a  description  of  the  assumptions  used 
to  determine  the  recommended  stockpile  re- 
quirements: and 

""(2)  a  detailed  analysis  supporting  the  rec- 
ommended quantity  and  quality  for  each 
material  recommended  as  a  strategic  and 
critical  material. 

"(f)  Periodic  Review.— The  Secretary  shall 
conduct  a  detailed  review  of  the  stockpile  re- 
quirement for  each  strategic  and  critical 
material  at  least  once  every  five  years.  If  the 
Secretary  determines  at  any  time  that  the 
stockpile  requirement  for  a  material  should 
be  revised,  the  Secretary  shall  submit  to 
Congress  a  report  that— 

""(1)  notifies  Congress  of  that  determina- 
tion: 

""(2)  sets  forth  the  Secretary's  recommend- 
ed stockpile  requirement  for  that  material: 
and 

"(3)  sets  forth  the  assumptions  used  by  the 
Secretary  in  determining  that  recommended 
requirement. ". 
SEC.  .1100.  STOCKPILE  MA\.\UEMF.\T. 

The  Strategic  and  Critical  Materials  Stock 
Piling  Act  is  amended  by  adding  after  sec- 
tion 14  (as  added  by  section  3104)  the  fol- 
lowing new  sections: 

"INTERAGENCY  AGREEMENTS 

""Sec.  is.  (a)  Authority  To  Enter  Into 
Agreements.— The  Secretary  may  enter  into 
an  interagency  agreement  with  the  head  of 
any  other  department  or  agency  for  the  per- 
formance of  functions  of  the  Secretary  relat- 
ing to  section  6. 

""(b)  Reimbursement.— The  Secretary  shall 
reimburse  the  head  of  any  such  agency  for 
expenses  incurred  by  that  agency  in  the  ad- 
ministration of  functions  relating  to  the 
stockpile  assigned  to  that  agency  by  the  Sec- 
retary under  such  an  interagency  agree- 
ment. 
'"appropriations  to  be  made  to  department 

OF  defense 

"Sec.  16.  Appropriations  for  the  operation 
and  management  of  the  stockpile  and  for  de- 
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posit  to  the  National  Defense  Stockpile 
Transaction  Fund  shall  be  made  as  part  of 
appropriations  made  to  the  Department  of 
Defense  for  the  military  functions  of  the  De- 
partment. ". 
SEC.  3I0S.  Exn:.\sio\  of  ises  of  stockpile 

TRA.\SACTIO.\    FCW    A.\l)    CODIFICA- 
TIOS  OF  REYOLVISa  FCSD  PROVISIOSS. 

la)  In  General.— Section  9(b)  of  the  Strate- 
gic and  Cntical  Materials  Stock  Piling  Act 
(50  U.S.C.  98h(b))  is  amended— 

(1)  by  striking  out  the  second  sentence  of 
paragraph  (1):  and 

(2)  by  striking  out  paragraphs  (2)  and  (3) 
and  inserting  in  lieu  thereof  the  following: 

"(2)  Subject  to  section  5(a)(1),  moneys  cov- 
ered into  the  fund  under  paragraph  (1)  are 
hereby  made  available  (subject  to  such  limi- 
tations as  may  be  provided  in  appropriation 
Acts)  for— 

"(A)  the  acquisition  of  strategic  and  criti- 
cal materials  under  section  6(a)(1): 

"(B)  transportation,  storage,  and  other  in- 
cidental expenses  related  to  such  acquisi- 
tion: 

•'(C)  development  of  current  specifications 
of  stockpile  materials  and  the  upgrading  of 
existing  stockpile  materials  to  meet  current 
specifications  (including  transportation  re- 
lated to  such  upgrading): 

'(D)  testing  and  quality  studies  of  stock- 
pile materials:  and 

•■(E)  other  reasonable  requirements  for 
management  of  the  stockpile. 

■'(3)  Moneys  in  the  fund  shall  remain 
available  until  expended. ". 

(b)  Conforming  Amendment.— Section  110 
of  Public  Law  97-377  (96  Stat.  1911)  is 
amended  by  striking  out  •Notu^ithstanding" 
and  all  that  follows  through  •That  during" 
and  inserting  in  lieu  thereof  •During '. 

(c)  Applicability  of  Amendments.— The 
amendments  made  by  subsection  (a)  apply 
with  respect  to  funds  covered  into  the  Na- 
tional Defense  Stockpile  Fund  before,  on.  or 
after  the  date  of  the  enactment  of  this  Act. 

SEC     3107.     msCELLASEOlS     TECHMCAL    AVEM)- 
VEMS. 

(a)  Technical  Amendments.— Section  4(a) 
of  the  Strategic  and  Critical  Materials  Stock 
Piling  Act  (50  U.S.C.  98c(a)>  is  amended— 

(1)  by  striking  out  •on  the  day  before  the 
date  of  the  date  of  the  enactment  of  the  Stra- 
tegic and  Critical  Materials  Stock  Piling  Re- 
vision Act  of  1979"  in  paragraphs  (1)  and 

(3)  and  inserting  in  lieu  thereof  "on  July  29, 
1979".  and 

(2)  by  striking  out  "on  or  after  the  date  of 
the  enactment  of  the  Strategic  and  Critical 
Materials  Stock  Piling  Revision  Act  of  1979  ' 
in  paragraph  (2)  and  inserting  in  lieu  there- 
of ''after  July  29.  1979". 

(b)  Clarifying  Amendment.— Section 
6(a)(3)  of  such  Act  (50  U.S.C.  98e(a)(3))  is 
amended  by  striking  out  "the  form  most" 
and  inserting  in  lieu  thereof  "a  form  more". 

TITLE  III— CIVIL  DEFE.ySE 
SEC.    3W.    AITHORIZ.ATIOS    OF    APPROPRI.ATIOSS 
FOR  CIVIL  DEFESSE  FCSCTIOSS. 

There  is  hereby  authorized  to  be  appropri- 
ated for  fiscal  year  1987  the  sum  of 
$126,565,000  to  carry  out  the  provisions  of 
the  Federal  Civil  Defense  Act  of  1950  (50 
U.S.C.  App.  2251  et  seq.). 

TITLE  IV-NVCLEAR  WINTER  RESEARCH 
SEC.  330L   AITHORIZATIOS  FOR  NCCLEAR   WINTER 
RESEARCH. 

(a)  Authorization.— 

(1)  Department  of  defense.— Funds  are 
hereby  authorized  to  be  appropriated  to  the 
Department  of  Defense  for  fiscal  year  1987 
for  nuclear  winter  research  as  described  in 
subsection  (b)  in  the  amount  of  $8,500,000. 


(2)  Department  of  energy.— Funds  are 
hereby  authorized  to  be  appropriated  to  the 
Department  of  Energy  for  fiscal  year  1987 
for  nuclear  winter  research  as  described  in 
subsection  (b)  in  the  amount  of  $2,500,000. 

(b)  Purposes.— The  funds  authorized 
under  subsection  (a)  are  for  the  following 
purposes: 

(1)  To  improve  computer  modeling  efforts 
on  the  short-  and  long-term  climatic  effects 
of  nuclear  winter. 

(2)  To  expand  field  research  in  areas  relat- 
ed to  the  nuclear  winter  theory,  including 
fire  ignition,  smoke  production  and  compo- 
sition, and  smoke  plume  dynamics. 

(3)  To  create  a  substantial  research  pro- 
gram on  the  atmospheric,  climatic,  biologi- 
cal, health,  and  environmental  consequences 
of  nuclear  explosions  and  nuclear  ex- 
changes. 

(4)  To  contract  with  the  National  Acade- 
my of  Sciences  to  carry  out  an  independent 
evaluation  and  submit  a  report  as  described 
in  section  3302(c). 

(c)  Report.— Not  later  than  September  30. 
1987,  the  Secretary  of  Defense  and  the  Secre- 
tary of  Energy  shall  each  submit  to  Congress 
a  detailed  report  on  the  allocation  of  funds 
appropriated  pursuant  to  the  authorization 
in  subsection  (a).  The  report  shall  include  a 
list  of  the  recipients  of  such  funds  and  the 
research  for  which  such  fund's  were  used. 

SEC  330-i.  MCLEAR  WISTER  STiD)  AM)  REPORT 

(a)  Study.— The  Secretary  of  Defense  shall 
conduct  a  comprehensive  study  on  the  at- 
mospheric, climatic,  biological,  health,  and 
environmental  consequences  of  nuclear  ex- 
plosions and  nuclear  exchanges  and  the  im- 
plications that  such  consequences  have  for 
the  nuclear  weapons,  arms  control,  and  civil 
defense  policies  of  the  United  States. 

(b)  Report.— Not  later  than  November  1. 
1987.  the  Secretary  shall  submit  to  the  Presi- 
dent and  the  Congress  an  unclassified  report 
suitable  for  release  to  the  public,  with  classi- 
fied addenda  if  necessary,  on  the  study  con- 
ducted under  subsection  (a).  The  report  shall 
contain  the  following: 

(1)  A  detailed  review  and  assessment  of  the 
findings  in  the  current  body  of  domestic  and 
international  scientific  literature  on  the  at- 
mospheric, climatic,  biological,  health,  and 
environmental  consequences  of  nuclear  ex- 
plosions and  7iuclear  exchanges. 

(2)  A  thorough  evaluation  of  the  implica- 
tions that  such  findings  have  on~^ 

(A)  the  nuclear  weapons  policy  of  the 
United  States,  especially  with  regard  to 
strategy,  targeting,  planning,  command, 
control,  procurement,  and  deployment: 

(B)  the  nuclear  arms  control  policy  of  the 
United  States:  and 

(C)  the  civil  defense  policy  of  the  United 
States.  ^.  . 

(3)  A  discussion  of  the  manner  in  which 
the  results  of  such  evaluation  of  policy  im- 
plications will  be  incorporated  into  the  nu- 
clear weapons,  arms  control,  and  civil  de- 
fense policies  of  the  United  States. 

(4)  An  analysis  of  the  extent  to  which  cur- 
rent scientific  findings  on  the  consequences 
of  nuclear  explosions  are  being  studied,  dis- 
seminated, and  used  in  the  Soviet  Union. 

(5)  A  plan  for  a  five-year  research  program 
to  advance  understanding  of  nuclear  winter 
and  an  estimate  of  the  funding  necessary  to 
carry  out  such  a  research  program. 

(c)  Evaluation  of  Report.— Upon  submis- 
sion of  the  report  under  subsection  (b).  the 
Secretary  shall  contract  with  the  National 
Academy  of  Sciences  to— 

(1)  make  an  independent  evaluation  of  the 
material  contained  in  the  report:  and 

(2)  not  later  than  April  1,  1988,  submit  a 
report  to  the  Secretary  of  Defense  and  to  the 


Committees  on  Armed  ServicTes  of  the  Senate 
and  of  the  House  of  Representatives,  setting 
forth  the  results  of  the  evaluation  and  any 
recommendations  pertaining  to  the  contents 
of  the  report,  including  the  plan  for  the  five- 
year  research  program. 

DIVISION  D— DEPARTMENT  OF  DEFENSE 
REORG.i.MZATION 

SECTI0\  3iM.  SHORT  TITLE. 

This  division  may  be  cited  as  the  •Bill 
Nichols  Department  of  Defense  Reorganiza- 
tion Act  of  1986". 

TITLE  I— COMBATANT  COMMANDS 

SEC.  3S0I.  E\HA\CE.HE.\T  OF  AITHORITV  OF  COM- 
MAMIERS  OF  IMFIEl)  AM)  SPECIFIED 
COMRA  TA\T  commands. 

(a)  Revision  and  Extension  of  Combatant 
Command  Authority.— (1)  Title  10.  United 
States  Code,  is  amended  by  inserting  after 
chapter  5  the  following  new  chapter: 

CHAPTER  6— COMBATANT  CO.*l.*IA.\DS 

••161.  Establishment. 

•'162.    Forces  assigned   to  combatant  com- 
mands. 
•163.  Functions  and  supervisiorL 
"164.   Administration    and   support    of  as- 
signed forces. 
"165.  Unified  and  specified  commands:  pro- 
gram and  budget  proposals:  net 
assessments. 
••166.     Combatant     command    subordinate 
commanders    and    CINC   staff 
officers:  selection  and  tenure. 
••167.  Joint  Commanders  Council 
".*'  ISI.  Extahlishmenl 

••(a)  Unified  and  Specified  Comma.\ds.— 
With  the  advice  and  assistance  of  the  Chair- 
man of  the  Joint  Chiefs  of  Staff  the  Presi- 
dent, through'  the  Secretary  of  Defense, 
shall- 

••(1)  establish  unified  combatant  com- 
mands and  specified  combatant  commands 
to  perform  military  missions:  and 

•12)  prescribe  the  force  structure  of  those 
commands. 

•■(bi  Special  Combatant  Commands.— <1i  If 
the  President  determines  that  a  situation 
warrants  the  creation  for  a  specific  military 
mission  of  a  force  outside  the  existing  uni- 
fied and  specified  commands,  the  President, 
with  the  advice  and  assistance  of  the  Chair- 
man of  the  Joint  Chiefs  of  Staff  and  acting 
through  the  Secretary  of  Defense,  may— 

•(A)  establish  a  special  combatant  com- 
mand to  respond  to  that  situation:  and 

•iB)  prescribe  the  mission,  force  structure, 
and  support  and  administrative  arrange- 
ments of  that  command. 

"(2)  In  the  case  of  any  such  special  com- 
batant command,  the  President,  with  the 
advice  and  assistance  of  the  Chairman  of 
the  Joint  Chiefs  of  Staff  and  acting  through 
the  Secretary  of  Defense,  shall  prescribe  the 
chain  of  command  from  the  President  and 
Secretary  of  Defense  to  the  commander  of 
that  command.  Such  chain  of  command 
shall  be  the  shortest  practicable  for  each 
force  deployed  consistent  with  proper  super- 
vision and  support. 

"(c)  Periodic  Review.— (1)  The  Chairman 
shall  periodically  (and  not  less  often  than 
every  other  year)— 

"(A)  review  the  overall  structure  of  the 
unified  and  specified  combatant  commands 
(including  the  relationship  among  their  re- 
spective functions,  missions,  areas  of  re- 
sponsibility, and  chains  of  command):  and 

"(B)  recommend  to  the  President,  through 
the  Secretary  of  Defense,  any  changes  that 
the  Chairman  considers  necessary  or  appro- 
priate. 
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"(2)  The  President  shall  promptly  inform 
Congress  of  any  action  taken  in  response  to 
recommendations   made   by   the   Chairman 
under  paragraph  (1)IB). 
"9 IS2.  Force*  astigned  to  combatant  commandt 

"faf  Assignment  of  Forces.— iikA)  Except 
as  provided  in  paragraph  (2t.  the  Secretaries 
of  the  military  departments  shall  assign  all 
forces  under  their  jurisdiction  to  unified 
and  specified  combatant  commands  to  per- 
form the  missions  assigned  to  those  com- 
mands. Such  assignments  shall  be  made  as 
directed  by  the  Secretary  of  Defense,  includ- 
ing direction  as  to  the  command  to  which 
forces  are  to  6e  assigned. 

"IB)  As  directed  by  the  Secretary  of  De- 
fense, the  commanders  of  the  unified  and 
specified  combatant  commands  and  the  Sec- 
retaries of  the  military  departments  shall 
assign  forces  under  their  jurisdiction  to  any 
special  combatant  command  established 
under  this  chapter  to  perform  the  missions 
assigned  to  that  command. 

"f2t  Except  as  otherwise  directed  by  the 
Secretary  of  Defense,  forces  to  be  assigned  by 
the  Secretaries  of  the  military  departments 
to  the  combatant  commands  under  para- 
graph ID  do  not  include  forces  assigned  to 
the  recruiting,  organizing,  training,  or  sup- 
plying of  the  armed  forces. 

"13)  A  force  assigned  to  a  combatant  com- 
mand under  this  section  may  6e  transferred 
from  the  command  to  which  it  is  assigned 
only  by  authority  of  the  Secretary  of  Defense 
and  under  procedures  prescribed  by  the  Sec- 
retary urith  the  approval  of  the  President. 

"14/  A  force  not  assigned  to  a  combatant 
command  remains,  for  all  purposes,  in  the 
military  department  concerned. 

"IS)  Unless  otherwise  directed  by  the  Sec- 
retary of  Defense,  all  forces  operating  within 
the  geographic  area  assigned  to  the  com- 
mander of  a  unified  command  shall  be  as- 
signed to  and  under  the  command  of  the 
commander  of  that  command.  The  preced- 
ing sentence  applies  to  forces  assigned  to  a 
specified  command  or  a  special  combatant 
command  only  as  prescribed  by  the  Secre- 
tary of  Defense. 

"lb)  Command  of  Assigned  Forces.— U) 
Notwithstanding  any  other  provision  of 
law,  a  force  assigned  to  a  combatant  com- 
mand under  this  section  is  under  the  com- 
mand of  the  commander  of  that  command. 
In  this  section,  the  term  command'  means 
the  authority  to  give  authoritative  direction 
to  subordinate  forces  necessary  to  accom- 
plish assigned  missions. 

"12)  The  Secretary  of  Defense  shall  ensure 
that  commanders  of  combatant  commands 
have  sufficient  authority  over  the  forces  as- 
signed to  their  commands  to  exercise  effec- 
tive command  over  those  forces. 

"13)  If  a  commander  of  a  combatant  com- 
mand at  any  time  considers  his  authority 
over  any  of  the  forces  assigned  to  that  com- 
mand to  be  insufficient  to  command  effec- 
tively, the  commander  shall  promptly 
inform  the  Secretary  of  Defense. 

"lO  Organization.  Training,  and  Employ- 
ment OF  Assigned  Forces.— U)  The  com- 
mander of  each  combatant  command  shall 
prescribe  the  chain  of  command  and  organi- 
zational structure  of  forces  assigned  to  that 
command.  To  the  extent  practicable,  the 
structure  established  should  be  the  structure 
that  would  be  used  in  the  event  of  war  or 
hostilities. 

"12)  The  commander  of  a  combatant  com- 
mand shall  have  authority — 

"lA)  to  train  forces  assigned  to  that  com- 
mand; and 

"(B)  to  employ  those  forces  to  accomplish 
assigned  missions. 


"SIS3.  Functioiu  and  »upervigion 

"lai  Functions.— Commanders  of  combat- 
ant commands  established  under  this  chap- 
ter are  responsible  to  the  President  and  to 
the  Secretary  of  Defense  for  such  missions  as 
may  be  assigned  to  them  by  the  Secretary 
with  the  approval  of  the  President. 

"lb)  Supervision  by  JCS  Chairman.— Sub- 
ject to  the  authority,  direction,  and  control 
of  the  Secretary  of  Defense,  the  Cnairman  of 
the  Joint  Chiefs  of  Staff  supervises  the  com- 
manders of  the  combatant  commands  and  is 
their  spokesman  at  the  seat  of  Government. 
".<>' 164.    .idministration   and  support  of  amiigned 

forces 

"la)  Administration.— Subject  to  the  au- 
thority, direction,  and  control  of  the  Secre- 
tary of  Defense,  the  Secretary  of  each  mili- 
tary department  is  responsible  for  the  ad- 
ministration of  forces  assigned  by  that  de- 
partment to  combatant  commands. 

"lb)  Support— Unless  otherwise  directed 
by  the  Secretary  of  Defense,  the  Secretary  of 
each  military  department  is  responsible  for 
the  support  of  forces  assigned  by  that  de- 
partment to  combatant  commands.  The  Sec- 
retary of  Defense  may  assign  the  responsibil- 
ity for  the  support  of  forces  assigned  to  a 
combatant  command  lor  any  part  of  that  re- 
sponsibility) to— 

"ID  one  or  more  of  the  military  depart- 
ments; 

"12)  other  agencies  of  the  Department  of 
Defense:  or 

"13)  the  commander  of  the  combatant 
command  concerned. 

"lO  Requests  by  CINCS  To  Provide  Own 
Support— ID  If  a  commander  of  a  combat- 
ant command  decides  that  performance  of  a 
support  function  lor  any  part  of  such  a 
function)  by  elements  of  that  command 
would  improve  the  capability  of  the  com- 
mand to  carry  out  assigned  missions  or 
would  otherwise  be  more  effective,  economi- 
cal, or  efficient,  the  commander  may  submit 
to  the  Secretary  of  Defense  a  proposal  for  the 
transfer  of  that  function  lor  any  part  of  that 
function)  to  the  command. 

"12)  Parts  of  a  support  function  with  re- 
spect to  which  a  commander  may  submit  a 
proposal  under  this  subsection  include  the 
authority,  with  respect  to  that  function,  to 
establish  requirements  and  to  plan  and 
direct  distribution. 

"Id)  Advice  of  Chairman.— The  functions 
of  the  Secretary  under  this  section  shall  be 
carried  out  with  the  advice  and  assistance 
of  the  Chairman  of  the  Joint  Chiefs  of  Staff 
".*'  IS5.   (  nified  and  sperifiid  commands:  program 

and  budget  proposals:  net  assessments 

"la)  Combatant  Command  BvDGETs.—The 
Secretary  of  Defense  shall  include  in  the 
annual  budget  of  the  Department  of  Defense 
submitted  to  Congress  a  separate  budget 
proposal  for  such  activities  of  each  of  the 
unified  and  specified  combatant  commands 
as  may  be  determined  under  subsection  lb). 

"lb)  Content  of  Proposals.— A  budget  pro- 
posal under  subsection  la)  for  funding  of  ac- 
tivities of  a  combatant  command  shall  in- 
clude funding  proposals  for  such  activities 
of  the  combatant  command  as  the  Secretary 
lafter  consultation  with  the  Chairman  of 
the  Joint  Chiefs  of  Staff)  determines  to  be 
appropriate  for  inclusion.  Activities  of  a 
combatant  command  for  which  funding 
may  be  requested  in  such  a  proposal  include 
the  following: 

"ID  Joint  exercises. 

"12)  Force  training. 

"13)  Contingencies. 

"14)  Selected  operations. 

"lO  Submission  by  CINCS.— The  com- 
mander of  each  unified  or  specified  combat- 
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ant  command  shall  submit  to  the  Chairman 
an  annual  program  and  budget  proposal  for 
that  command  for  consideration  for  inclu- 
sion under  subsection  la)  in  the  next  budget 
of  the  Department  of  Defense. 

"Id)  Submission  of  Budget  Proposals  by 
Chairman.— The  Chairman  shall— 

"ID  review  and  analyse  the  combatant 
command  budget  proposals  submitted  under 
subsection  ic): 

"12)  establish  priorities  in  accordance 
with  guidance  provided  by  the  Secretary; 
and 

"13)  recommend  to  the  Secretary  for  the 
purposes  of  subsection  (a)  a  budget  proposal 
for  each  command. 

"le)  Secretary  of  Defense  Guidance,— 
Budget  proposals  under  subsections  Ic)  and 
Id)  shall  be  prepared  in  accordance  with, 
and  subject  to,  guidance  furnished  by  the 
Secretary  of  Defense,  including  guidance 
with  respect  to  anticipated  budget  limita- 
tions. 

"If)  Net  Assessments.— id  In  accordance 
with  guidelines  established  by  the  Secretary 
of  Defense,  the  findings,  conclusions,  and 
recommendations  of  any  net  assessment 
conducted  by  an  organization  of  the  Depart- 
ment of  Defense  shall  be  made  available  to 
the  commanders  of  the  unified  and  specified 
combatant  commands. 

"12)  The  Chairman  of  the  Joint  Chiefs  of 
Staff  shall  establish  procedures  by  which— 

"lAi  each  commander  of  a  combatant 
command  may  require  the  Joint  Staff  to 
assist  the  commander  with  respect  to  net  as- 
sessments relating  to  the  commander's 
duties;  and 

"IB)  each  commander  shall  contribute  to 
the  preparation,  conduct,  and  findings  of 
net  assessments  performed  by  the  Joint 
Staff 

"13)  The  Secretary  of  Defense  shall  estab- 
lish procedures  by  which  a  commander  of  a 
combatant  command  may  require  organiza- 
tions of  the  Department  of  Defense  that  per- 
form net  assessments  lin  addition  to  the 
Joint  Staff)  to  assist  the  commander  with 
respect  to  net  assessments  relating  to  the 
commander's  duties. 

"14)  The  commander  of  a  unified  or  speci- 
fied combatant  command  shall  include  the 
results  of  any  current  net  assessment  con- 
ducted by  or  on  behalf  of  his  command— 

"lA)  in  preparing  any  evaluation  of  the 
capabilities  of  his  command  for  submission 
to  the  Secretary  or  the  Chairman:  and 

"IB)  in  developing  operations  plans  for 
the  command. 

".*■  166.  Comlmtant  command  subordinate  command- 
ers and  Cl.W  staff  officers:  selection  and  tenure 
"la)  Selection.— 

"ID  Senior  general  and  flag  officers.— 
The  selection  of  a  general  or  flag  officer  for 
recommendation  to  the  President  for  nomi- 
nation to  an  assignment  as  a  principal  sub- 
ordinate officer  of  the  commander  of  a  uni- 
fied or  specified  combatant  command,  or  to 
the  staff  of  such  a  commander,  in  a  position 
of  importance  and  responsibility  designated 
by  the  President  under  section  601  of  this 
title  shall  be  made  by  the  commander  of  that 
command  in  accordance  with  procedures 
prescribed  by  the  Secretary  of  Defense.  Such 
procedures  shall  provide  for  the  selection  to 
be  made  from  a  list  of  officers  submitted  to 
the  commander  by  the  Secretary  of  the  mili- 
tary department  concerned  and  that  the 
commander  may  specify  the  number  of  offi- 
cers to  be  included  on  such  a  list. 

"12)  Other  officers.— Except  as  provided 
under  paragraph  ID.  the  selection  of  an  offi- 
cer to  an  assignment  as  a  principal  subordi- 
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nate  officer  of  the  commander  of  a  unified 
or  specified  combatant  command,  or  to  the 
staff  of  such  a  commander,  shall  be  made  by 
that  commander.  Such  selection  shall  be 
made  from  a  list  of  officers  submitted  to  the 
commander  by  the  Secretary  of  the  military 
department  concerned.  The  commander  may 
specify  the  number  of  officers  to  be  included 
on  such  a  list. 

"(b)  TENVRE.—The  tenure  of  an  officer  as- 
signed to  a  combatant  command  under  sub- 
section (a)  is  subject  to  the  approval  of  the 
commander  of  the  combatant  command. 
"S 167.  Joint  Commanders  Council 

"la)  Establishment.— There  is  hereby  es- 
tablished in  the  Department  of  Defense  a 
council  to  be  known  as  the  'Joint  Command- 
ers Council:  the  Council  consists  of— 

"ID  the  Chairman  of  the  Joint  Chiefs  of 
Staff  who  is  the  head  of  the  Council:  and 

"12)  the  commanders  of  the  unified  and 
specified  combatant  commands. 

"lb)  Functions.— The  Council,  as  a  body, 
shall— 

"ID  provide  advice  to  the  President  and 
Secretary  of  Defense  on  matters  with  respect 
to  which  such  advice  is  requested;  and 

"12)  advise  the  Chairman,  as  requested  by 
him.  on  the  execution  of  the  Chairman's  re- 
sponsibilities. ". 

12)  The  tables  of  chapters  at  the  beginning 
of  subtitle  A,  and  at  the  beginning  of  part  I 
of  subtitle  A,  of  such  title  are  amended  by  in- 
serting after  the  item  relating  to  chapter  5 
the  following  new  item: 

"6.  Combatant  Commands 161". 

lb)  Court-Martial  JuRisDicT/oN.—Section 
8221a)  of  title  10.  United  States  Code  larticle 
221a)  of  the  Uniform  Code  of  Military  Jus- 
tice), is  amended— 

11)  by  redesignating  paragraphs  I2) 
through  17)  as  paragraphs  14)  through  I9l. 
respectively:  and 

12)  by  inserting  after  paragraph  U)  the  fol- 
lowing new  paragraphs  <2)  and  I3): 

"12)  the  Secretary  of  Defense: 

"13)  the  commanding  officer  of  a  unified 
or  specified  combatant  command:". 

Ic)ll)  Notwithstanding  any  other  provi- 
sion of  law.  the  President  and  the  Secretary 
of  Defense  may  assign  missions,  roles,  and 
functions  to  the  military  departments,  uni- 
fied and  specified  commands,  and  other  ele- 
ments of  the  Department  of  Defense. 

12)  Section  5012  of  title  10.  United  States 
Code,  is  amended— 

lA)  by  striking  out  "is  generally"  and  all 
that  follows  in  the  third  sentence  of  subsec- 
tion la)  and  inserting  in  lieu  thereof  ".  in 
accordance  with  integrated  joint  mobiliza- 
tion plans,  for  the  expansion  of  the  peace- 
time components  of  the  Navy  to  meet  the 
needs  of  war. ":  and 

IB)  by  striking  out  subsection  id). 

Id)  Conforming  Amendments.— 

11)  Repeal  of  section  124.— I  A)  Section  124 
of  such  title  is  repealed. 

IB)  The  table  of  sections  at  the  beginning 
of  chapter  3  of  such  title  is  amended  by 
striking  out  the  item  relating  to  section  124. 

12)  Command  authority  of  cincs.— Sections 
3034ld)l4),  50811c),  5201ld),  and  8034ld)l4) 
of  such  title  are  amended  by  striking  out 
"full  operational  command  vested  in  uni- 
fied or  specified  combatant  commanders 
under  section  124  of  this  title"  and  inserting 
in  lieu  thereof  "command  authority  vested 
in  the  commanders  of  unified  and  specified 
combatant  commands  under  chapter  6  of 
this  title". 

SEC.    3S02.    FUmTIO.\S    OF    CHAIRMAS    OF   JOIST 
CHIEFS  OF  STAFF. 

la)  In  General.— Section  1411c)  of  title  10, 
United  States  Code,  is  amended— 


ID  by  striking  out  the  matter  preceding 
clause  ID  and  inserting  in  lieu  thereof  the 
following: 

"lO  Subject  to  the  authority  and  direction 
of  the  President  and  the  Secretary  of  De- 
fense, the  Chairman  lin  consultation,  as  ap- 
propriate, with  the  other  members  of  the 
Joint  Chiefs  of  Staff  and  with  the  command- 
ers of  the  unified  and  specified  commands) 
shall—": 

12)  by  striking  out  "and"  at  the  end  of 
paragraph  i7): 

13)  by  redesignating  paragraph  (81  as 
paragraph  (15):  and 

(4)  by  inserting  after  paragraph  (7)  the  fol- 
lowing new  paragraphs: 

"(8)  submit  to  the  Secretary  recommenda- 
tions for  the  allocation  of  defense  resources 
under  the  proposed  national  defense  budget 
for  each  fiscal  year,  to  be  developed  within 
anticipated  limits  on  funding  levels  avail- 
able for  defense  functions  and  based  on— 

"(A)  guidance  provided  by  the  Secretary; 

"(B)  recommendations  submitted  by  the 
commanders  of  the  unified  and  specified 
combatant  commands  based  on  the  require- 
ments of  their  assigned  missions:  and 

"(C)  recommendations  (as  appropriate) 
submitted  by  the  Secretaries  of  the  military 
departments  and  the  heads  of  other  compo- 
nents of  the  Department  of  Defense: 

"(9)  review  the  program  objectives  and 
budget  proposals  of  the  Secretary  of  each 
military  department  and  of  those  defense 
agencies  with  a  combat  support  mission  and 
recommend  to  the  Secretary  changes  in  such 
proposals  in  accordance  with  the  Chair- 
man's recommendations  under  clause  (8); 

"(10)  in  accordance  with  section  165(d)  of 
this  title,  recommend  to  the  Secretary  a 
budget  for  each  unified  and  specified  com- 
batant command,  including  the  functions  of 
each  such  command  for  which  funds  should 
be  appropriated  to  the  command: 

"(11)  establish  and  maintain,  in  consulta- 
tion with  the  commanders  of  the  unified 
and  specified  combatant  commands,  a  uni^ 
form  system  of  evaluating  the  overall  capa- 
bilities of  each  such  command  to  accom- 
plish its  missions: 

"(12)  monitor  the  extent  to  which  each 
military  department  provides  officers  for 
joint  duty  assignments  and  report  to  the 
Secretary  of  Defense  when  any  department 
provides  substantially  fewer  than  one-third 
of  the  positi07is  on  the  Joint  Staff  and  one- 
third  of  the  total  number  of  joint  duty  as- 
signments: 

"(13)  develop  doctrine  for  the  joint  em- 
ployment of  the  armed  forces; 

"(14)  perform  net  assessments  to  deter- 
mine the  capabilities  of  the  armed  forces  to 
carry  out  military  operations  under  unified 
command:  and". 

(b)  CoNSVLTATiON.-Section  141  of  such 
title  is  further  amended  by  adding  at  the  end 
the  following  new  subsection: 

"(e)  In  carrying  out  his  functions  under 
this  chapter  or  any  other  provision  of  law. 
the  Chairman  shall  consult,  as  appropriate^ 
with  the  other  members  of  the  Joint  Chie.fs 
of  Staff  and  the  commanders  of  the  unified 
and  specified  commands. ". 

(c)  Joint  Staff  Net  Assessment  Capabil- 
ITY.-Section  143  of  title  10,  United  States 
Code,  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"(f)  The  Chairman  shall  ensure  that  the 
Joint  Staff  is  organized  and  staffed  so  as  to 
provide  the  Chairman  the  necessary  staff  ex- 
pertise to  enable  him  to  carry  out  section 
141(a)(14)  of  this  title.". 

SEC  1503.  TRA.\SFERS  OF  STAFF  PERSO.SSEL 

la)  Transfers  of  Staffs  to  CINC  Head- 
quarters.—The  Secretary  of  Defense  shall 


provide  that  personnel  assigned  to  the  head- 
quarters staffs  of  the  military  departments 
and  of  the  separate  Armed  Forces  and  per- 
sonnel assigned  to  the  staffs  of  the  com- 
manders of  subordinate  forces  of  the  unified 
and  specified  commands  shall,  to  the  maxi- 
mum extent  practicable,  be  transferred  to 
the  staffs  of  the  commanders  of  the  unified 
and  specified  commands  to  reflect  transfers 
of  functions  provided  for  or  authorized  by 
this  Act.  Such  transfers  shall  be  carried  out 
as  expeditiously  as  possible. 

(b)  Limitation  on  Total  Staff  Size.— The 
total  size  of  the  headquarters  staffs  of  the 
commanders  of  the  unified  and  specified 
commands,  the  military  departments,  the 
separate  Armed  Forces,  and  the  commanders 
of  subordinate  forces  of  the  unified  and 
specified  commands  may  not  be  greater 
after  any  such  transfer  of  functions  than  it 
was  before  such  transfer. 

SEC.  3S04.   IMTIAL  REVIEW  OF  C.MFIED  COMMASD 
PI.A\. 

(a)  Matters  To  Be  Considered— The  first 
review  of  the  structure  of  the  unified  and 
specified  commands  under  section  IBKci  of 
title  10,  United  States  Code,  as  added  by  sec- 
tion 3501.  shall  include  consideration  of  the 
following: 

(1)  Creation  of  a  unified  strategic  com- 
mand combining  the  missions,  functions, 
and  forces  of  the  Strategic  Air  Command, 
the  strategic  forces  of  the  Navy,  and  other 
appropriate  forces. 

(21  Creation  of  a  unified  command  for  spe- 
cial operations  missions. 

(3)  Creation  of  a  unified  command  for 
missions,  functions,  and  responsibilities  re- 
lating to  security  of  United  States  borders. 

(4)  Revision  of  the  geographic  area  that  is 
the  responsibility  of  the  Central  Command, 
to  include  the  ocean  areas  adjacent  to 
Southwest  Asia. 

(5)  Revision  of  the  geographic  area  that  is 
the  responsibility  of  the  Southern  Com- 
mand, to  include  the  ocean  areas  adjacent 
to  Central  America. 

(61  Revision  of  the  missions,  functions, 
and  responsibilities  of  the  Readiness  Com- 
mand and  of  the  Central  Command. 

(7)  Elimination  of  the  United  States 
Forces  Caribbean  Command. 

(bi  Deadline.— The  first  report  to  the  Presi- 
dent under  such  section  shall  be  made  not 
later  than  one  year  after  the  date  of  the  en- 
actment of  this  Act 

SEC.  3505.  REPEAL  OF  (ERTAIS  LIMIT ATIOSS  OS  DE- 
FESSE  MA  SA  CEMEST. 

(a)  Prohibition  Against  Consolidating 
Functions  of  the  Military  Transportation 
CoMMANDS.-Section  1110  of  the  Department 
of  Defense  Authorization  Act,  1983  (Public 
Law  97-252:  96  Stat.  7471.  is  repealed. 

(b)  Prohibition  Against  Altering  Com- 
mand Structure  for  Military  Forces  in 
Alaska.— Section  8106  of  the  Department  of 
Defense  Appropriations  Act.  1986  (as  con- 
tained in  section  lOKbl  of  Public  Law  '99- 
190  (99  Stat  1221)1,  is  repealed. 

SEC.  35m.  TRA.\sirio.y 

(a)  General  Rule.— Except  as  otherwise 
provided  in  this  section,  this  title  and  the 
amendments  made  by  this  title  shall  take 
effect  on  the  date  of  the  enactment  of  this 
Act. 

(b)  Assignment  of  Forces  to  Combatant 
Commands. -Section  162  of  title  10,  United 
States  Code,  as  added  by  section  3501.  shall 
take  effect  at  the  end  of  the  90day  period  be- 
ginning on  the  date  of  the  enactment  of  this 
Act. 

10  Program  and  Budget  Proposals —Sec- 
tion 165  loUier  than  subsection  if))  of  title 
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10,  United  States  Code,  as  added  by  section 
3S01.  shall  take  effect  with  respect  to  pro- 
gram and  budget  proposals  for  fiscal  year 
1989. 

(dl  Selection  and  Tenure  of  Subordinate 
Officers.— Section  166  of  title  10.  United 
States  Code,  as  added  by  section  3501.  shall 
take  effect  at  the  end  of  the  90-day  period  be- 
ginning on  the  date  of  the  enactment  of  this 
Act 

(et  Combatant  Command  Evaluation 
System.— The  uniform  system  of  evaluating 
the  overall  capabilities  of  each  unified  and 
specified  comt>atant  command  required  to 
be  established  by  paragraph  111)  of  section 
1411c)  of  title  10.  United  States  Code,  as 
added  by  section  102(a).  shall  be  established 
not  later  than  the  end  of  the  one-year  period 
beginning  on  the  date  of  the  enactment  of 
this  Act 

TITLE  ll—DEFE.\SE  .4GE.\CIES 
SEC    J$tl.    OVEHSIGHT  REUIIREMESTS    WITH   RE- 
SPECT TO  DEFESSE  AGESCIES. 

la)  In  General.— id  Chapter  8  of  title  10. 
United  States  Code,  is  amended— 

I  A)  by  redesignating  section  191  as  section 
196:  and 

IB)  by  inserting  after  the  table  of  sections 
the  following  new  sections: 
"§  191.  Authority  to  provide  for  common  per  form- 
once  of  $upplg  or  ten'ice  aetieities 
"Whenever  the  Secretary  of  Defense  deter- 
mines it  vnll  be  more  effective,  economical, 
or  efficient,  the  Secretary  shall  provide  for 
the  performance  of  a  supply  or  service  activ- 
ity common  to  more  than  one  military  de- 
partment by  one  agency  or  such  other  orga- 
nisation as  the  Secretary  considers  appro- 
priate. 

"S 192.  Defense  agencies:  oversight  by  the  Secretary 
of  Defense 

"la)  Periodic  Review.— Periodically  land 
not  less  often  than  every  two  years),  the  Sec- 
retary of  Defense  shall  review  the  services 
and  supplies  provided  by  the  defense  agen- 
cies to  ensure  that  the  provision  of  those 
services  and  supplies  by  those  agencies, 
rather  than  by  the  military  departments,  is 
a  more  effective,  economical,  or  efficient 
manner  of  providing  those  services  and  sup- 
plies consistent  with  the  requirements  for 
combat  readiness  of  the  armed  forces. 

"lb)  Information  Required  for  Review.— 
11)  In  performing  the  review  required  by 
subsection  (a),  the  Secretary  shall  obtain,  as 
appropriate,  the  views  of— 

"I A)  the  directors  of  the  defense  agencies: 

"IB)  the  Chairman  of  the  Joint  Chiefs  of 
Staff: 

"lO  the  Secretaries  of  the  military  depart- 
ments: 

■ID)  the  Chief  of  Staff  of  the  Army,  the 
Chief  of  Staff  of  the  Air  Force,  the  Chief  of 
Naval  Operations,  and  the  Commandant  of 
the  Marine  Corps:  and 

"IE)  the  commanders  of  the  unified  and 
specified  combatant  commands. 

"12)  Paragraph  il)  shall  apply  to  the  Na- 
tional Security  Agency  as  determined  appro- 
priate by  the  Secretary.  The  Secretary  shall 
establish  procedures  under  which  informa- 
tion required  for  review  of  the  National  Se- 
curity Agency  shall  6e  obtained. 
"St93.    Combat  support  agencies:  duties   of  the 

Chairman  of  the  Joint  Chiefs  of  Staff 

"(a)  Combat  Readiness.— ID  Periodically 
land  not  less  often  than  every  two  years), 
the  Chairman  of  the  Joint  Chiefs  of  Staff 
shall  submit  to  the  Secretary  of  Defense  a 
report  on  the  combat  support  agencies.  Each 
such  report  shall  include— 

"lA)  a  determination  with  respect  to  the 
responsiveness  and  readiness  of  each  such 
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agency  to  support  operating  forces  in  the 
event  of  a  war  or  threat  to  national  security: 
and 

"IB)  any  recommendations  that  the  Chair- 
man considers  appropriate. 

"(2)  In  preparing  each  such  report,  the 
Chairman  shall  review  the  plans  of  each 
such  agency  with  respect  to  its  support  of 
operating  forces  in  the  event  of  a  war  or 
threat  to  national  security.  After  consulta- 
tion with  the  Secretaries  of  the  military  de- 
partments and  the  commanders  of  the  uni- 
fied and  specified  combatant  commands,  as 
appropriate,  the  Chairman  may.  in  accord- 
ance with  guidelines  established  by  the  Sec- 
retary of  Defense,  take  steps  to  provide  for 
any  revision  of  those  plans  that  the  Chair- 
man considers  appropria'e. 

'lb)  Participation  in  Joint  Training  Exer- 
cises.—The  Chairman  shall— 

"ID  provide  for  the  participation  of  the 
combat  support  agencies  in  joint  training 
exercises  to  the  extent  necessary  to  ensure 
that  those  agencies  are  capable  of  perform- 
ing their  support  missions  with  respect  to  a 
war  or  threat  to  national  security:  and 

"12)  assess  the  performance  in  joint  train- 
ing exercises  of  each  such  agency  and.  in  ac- 
cordance with  guidelines  established  by  the 
Secretary  of  Defense,  take  steps  to  provide 
for  any  change  that  the  Chairman  considers 
appropriate  to  improve  that  performance. 

"lO  Readiness  Reporting  System.— The 
Chairman  shall  develop,  in  consultation 
with  the  director  of  each  combat  support 
agency,  a  uniform  system  for  reporting  to 
the  Secretary  of  Defense,  the  commanders  of 
the  unified  and  specified  combatant  com- 
mands, and  the  Secretaries  of  the  military 
departments  concerning  the  readiness  of 
each  such  agency  to  perform  with  respect  to 
a  war  or  threat  to  national  security. 

"Id)  Review  of  National  Security 
Agency.— ID  This  section  shall  apply  to  the 
National  Security  Agency,  but  only  with  re- 
spect to  functions  the  Agency  performs  for 
the  Department  of  Defense. 

"12)  The  Secretary,  after  consulting  with 
the  Director  of  Central  Intelligence,  shall  es- 
tablish policies  and  procedures  with  respect 
to  the  application  of  this  section  to  the  Na- 
tional Security  Agency. 

"13)  The  Secretary  shall  submit  to  Con- 
gress a  report  on  any  revision  of  the  policies 
and  procedures  established  under  paragraph 
12). 

"*'/W.     Com/Hit    support    agency    representatives: 
combatant  command  headquarters 

"Upon  the  request  of  the  commander  of  a 
unified  or  specified  combatant  command, 
the  director  of  a  combat  support  agency 
shall  assign  a  representative  of  that  agency 
to  the  headquarters  of  that  command. 
"#  I9S.  Definition  of  combat  support  agency 

"In  this  chapter,  the  term  'combat  support 
agency'  means  any  of  the  following: 

"ID  The  Defense  Communications  Agency. 

"12)  The  Defense  Intelligence  Agency. 

"13)  The  Defense  Logistics  Agency. 

"14)  The  Defense  Mapping  Agency. 

"IS)  Any  other  defense  agency  designated 
as  a  combat  support  agency  by  the  Secretary 
of  Defense. ". 

12)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  to  read  as  fol- 
lows: 


"Sec. 

"191.  Authority  to  provide  for  common  per- 
formance of  supply  or  service 
actiinties. 

"192.  Defense  agencies:  oversight  by  the  Sec- 
retary of  Defense. 


"193.  Combat  support  agencies:  duties  of  the 
Chairman  of  the  Joint  Chiefs 
of  Staff 
"194.    Combat  support   agency   representa- 
tives:    combatant     command 
headquarters. 
"195.  Definition  of  combat  support  agency. 
"196.    Unauthorized  use  of  Defense  Intelli- 
gence Agency  name,  initials,  or 
seal ". 
<b)  Defense  Agency  Defined.— Section  101 
of  such  title  is  amended  by  adding  at  the 
end  the  following  new  paragraph: 

"'143)  "Defense  agency' means  an  agency  es- 
tablished by  the  Secretary  of  Defense  under 
section  191  of  this  title  lor  under  the  second 
sentence  of  section  12Sld)  of  this  title  las  in 
effect  before  the  date  of  the  enactment  of  the 
Department  of  Defense  Reorganisation  Act 
of  1986))  to  perform  a  supply  or  service  ac- 
tivity common  to  more  than  one  military 
department. ". 

ic)  Conforming  Amendment.— Section  125 
of  such  title  is  amended  by  striking  out  the 
last  sentence  of  subsection  Id). 
Id)  Transition  Provision.^.- 

11)  Secretary  of  defense  review  of  de- 
fense agencies.— The  first  review  under  sec- 
tion 192  of  title  10.  United  States  Code  las 
added  by  subsection  lallD),  shall  be  com- 
pleted not  later  than  the  end  of  the  two-year 
period  beginning  on  the  date  that  the  report 
required  by  section  202lf)  is  required  to  be 
submitted  to  Congress. 

12)  Functions  of  chairman  of  joint  chiefs 
OF  staff— The  first  report  under  subsection 
la)  of  section  193  of  such  title  las  added  by 
subsection  laliD)  shall  be  submitted,  and 
subsections  lb)  and  Ic)  of  such  section  shall 
be  implemented,  not  later  than  the  end  of 
the  one-year  period  beginning  on  the  date  of 
the  enactment  of  this  Act.  The  Secretary  of 
Defense  shall  provide  an  interim  report  on 
the  implementation  of  such  subsections  lb) 
and  Ic)  in  the  report  of  the  Secretary  submit- 
ted to  Congress  for  1987  under  section  1331c) 
of  title  10,  United  States  Code,  and  shall 
provide  a  final  report  on  such  implementa- 
tion in  the  report  of  the  Secretary  under 
such  section  submitted  for  1988. 

13)  Application  to  national  security 
AGENCY.— The  Secretary  of  Defense  shall, 
before  the  end  of  the  120-day  period  begin- 
ning on  the  date  of  the  enactment  of  this 
Act- 

lA)  establish  the  policies  and  procedures 
required  to  be  established  by  subsection 
id)i2)  of  section  193  of  such  title  las  added 
by  subsection  ia)ll))  with  respect  to  the  ap- 
plication of  such  section  to  the  National  Se- 
curity Agency:  and 

IB)  submit  to  Congress  a  report  on  such 
policies  and  procedures. 

SEI    3S02.  RE  A  S.SES.'iME.ST  OF  DEFE.\SE  A  GB.\CIES. 

la)  Secretary  of  Defense.— ID  The  Secre- 
tary of  Defense  shall  conduct  a  study  of  the 
functions  and  organizational  structure  of 
the  defense  agencies.  The  study  shall  deter- 
mine the  most  appropriate  means  of  provid- 
ing the  supplies  and  services  now  provided 
by  those  agencies,  after  considering  the  mat- 
ters set  forth  in  subsection  Id)  and  the  re- 
ports submitted  under  subsection  lb). 

12)  To  the  extent  that  the  most  appropriate 
means  of  providing  those  supplies  and  serv- 
ices is  determined  under  paragraph  ID  to  be 
the  existing  defense  agency  structure,  the 
study  shall  analyze  methods  to  improve  the 
performance  and  responsiveness  of  the  de- 
fense agencies  with  respect  to  the  entities  to 
which  they  provide  those  supplies  and  serv- 
ices, particularly  with  regard  to  the  unified 
and  specified  combatant  commands. 


lb)  Service 
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lb)  Service  Secretaries  and  Chairman  of 
THE  Joint  Chiefs  of  Staff.— The  Chairman 
of  the  Joint  Chiefs  of  Staff  and  the  Secretar- 
ies of  the  military  departments  shall  each 
conduct  a  study  of  functions  and  organiza- 
tional structure  of  the  defense  agencies.  The 
Chairman  and  Secretaries  shall  each  submit 
a  report  to  the  Secretary  of  Defense  on  such 
study  at  a  time  specified  by  the  Secretary. 
Each  such  report  shall  include  a  discussion 
of  and  recommendations  concerning  each 
matter  set  forth  in  subsection  (d). 

icJ  National  Security  Agency.— This  sec- 
tion shall  apply  to  the  National  Security 
Agency  as  determined  appropriate  by  the 
Secretary.  The  Secretary  shall  establish  pro- 
cedures under  which  information  required 
for  review  of  the  National  Security  Agency 
shall  be  obtained. 

(d)  Matters  Considered.— The  studies  re- 
quired by  subsections  (a)  and  lb)  shall  con- 
sider the  following  matters: 

ID  Whether  the  existing  allocation  of 
functions  to,  and  organizational  structure 
of  the  defense  agencies  meets  the  statutory 
requirement  of  providing  more  effective,  ec- 
onomical or  efficient  provision  of  a  supply 
or  service  activity  common  to  more  than 
one  military  department  and  eliminating 
duplication  in  the  provision  of  that  supply 
or  service  activity. 

12)  Alternative  allocations  of  authority 
and  functions  assigned  to  the  defense  agen- 
cies, including— 

lA)  various  possible  redistributions  of  re- 
sponsibilities among  those  agencies; 

IB)  transfer  of  those  functions  to  the  mili- 
tary departments; 

IC)  transfer  of  those  functions  to  the 
Office  of  the  Secretary  of  Defense; 

ID)  transfer  of  those  functions  to  the 
Chairman  of  the  Joint  Chiefs  of  Staff  the 
commanders  of  the  unified  and  specified 
combatant  commands,  or  other  joint  enti- 
ties of  the  Department  of  Defense; 
IE)  creation  of  new  defense  agencies;  and 
IF)  other  organizational  changes  in  the 
Department  of  Defense  designed  to  make  the 
performance  of  those  functions  more  effec- 
tive, economical,  or  efficient. 

13)  The  effect  of  the  amendments  made  by 
section  3601  on  ensuring  the  readiness  and 
responsiveness  of  the  defense  agencies  in  the 
event  of  a  war  or  threat  to  national  security 
and  any  additional  legislation  that  the  Sec- 
retary considers  necessary  to  ensure  such 
readiness  and  responsiveness. 

14)  Additional  legislative  or  administra- 
tive actions  that  the  Secretary  considers 
necessary  to  ensure  effective  oversight  of  de- 
fense agency  resource  management,  person- 
nel policies,  and  budget  procedures  and  to 
clarify  the  chain  of  command. 

15)  The  findings  of  the  report  of  March 
1979  entitled  "Report  to  the  Secretary  of  De- 
fense of  the  Defense  Agency  Review"  and  di- 
rected by  Major  General  Theodore  Antonelli, 
United  States  Army  I  Retired). 

le)  Consultation  With  Appropriate  Offi- 
cials.—The  Secretary,  in  carrying  out  the 
study  required  by  subsection  la),  shall  con- 
sult with  the  directors  of  the  defense  agen- 
cies and  such  other  officials  as  the  Secretary 
considers  appropriate. 

If)  Report.— The  Secretary  of  Defense  shall 
submit  to  Congress  a  report  that  includes 
the  following: 

ID  A  report  on  the  study  required  by  sub- 
section la)  that  includes— 

I  A)  a  discussion  of  and  recommendations 
concerning  each  matter  set  forth  in  subsec- 
tion Id);  and 

IB)  a  discussion  of  the  reports  required  by 
subsection  lb). 


12)  A  copy  of  each  report  required  by  sub- 
section lb)  and  the  comments  of  the  Secre- 
tary concerning  each  such  report 

Ig)  Deadline  for  SuBuisstON.-The  report 
required  by  subsection  If)  shall  be  submitted 
not  later  than  the  end  of  the  one-year  period 
beginning  on  the  date  of  the  enactment  of 
this  Act 

SEC.  3S0J.  REPORT  OS  IMPROVED  APPLUATIOS  OF 
COMPl'TER  .SYSTEMS  TO  DEFESSE 
AGESCYFl.yCriO\S 

la)  In  General.— The  Secretary  of  Defense 
shall  prepare  a  report  describing  a  plan  for 
the  improved  application  of  computer  sys- 
tems to  defense  agency  functions  and  activi- 
ties, particularly  with  respect  to  the  applica- 
tion of  new  automated  data  processing 
equipment  and  systems  to  such  activities 
and  the  replacement  of  existing  equipment 
and  systems  with  new  equipment  and  sys- 
tems. The  report  shall  set  forth  a  plan  for  the 
rapid  replacement  of  existing  automated 
data  processing  equipment  and  systems 
when  necessary  for  agency  functions. 

lb)  Submission  of  Report.— The  report  re- 
quired by  subsection  la)  shall  be  submitted 
as  part  of  the  report  of  the  Secretary  under 
section  3602lf). 

TITLE  lll-JOINT  OFFICER  PERSO.WEL 
POLICY 
SEC.  3701.  JOIST  OFFICER  MASACEMEST. 

la)  Establishment  of  Joint  Specialty.— 
Part  II  of  subtitle  A  of  title  10,  United  States 
Code,  is  amended  by  inserting  after  chapter 
37  the  following  new  chapter: 
"CHAPTER  SH-JOINT  OFFICER  MANAGBMEST 

"Sec. 

"661.  Joint  specialty. 

"662.  Selection  for  senior  military  positions. 

"663.  Training  and  education. 

"664.  Length  of  joint  duty  assignments. 

"665.  Procedures  for  monitoring  careers  of 

joint  officers. 
"666.  Reserve  officers  not  on  the  active  duty 

list 
"667.  Annual  report  to  Congress. 
"668.  Definitions. 
"§661.  Joint  specialty 

"la)  Establishment— The  Secretary  of  De- 
fense shall  establish  an  occupational  catego- 
ry for  officers  of  the  Army,  Navy,  Air  Force, 
and  Marine  Corps  on  the  active-duty  list 
who  lin  addition  to  their  principal  military 
occupational  specialty)  are  particularly 
trained  in  and  oriented  toward  joint  mat- 
ters las  defined  in  section  668  of  this  title). 
Officers  with  that  occupational  category 
shall  be  identified  or  designated  in  such 
manner  as  the  Secretary  of  Defense  directs. 
For  purposes  of  this  chapter,  that  category  is 
referred  to  as  the  joint  specialty', 
"lb)  Numbers  and  Selection.- 
"ID  Number.— The  number  of  officers  with 
the  joint  specialty  shall  be  determined  by  the 
Secretary.  Such  number  shall  be  large 
enough  to  meet  the  requirements  of  subsec- 
tion Id). 

"12)  Selection  of  officers  for  joint  spe- 
cialty.—Officers  shall  be  selected  for  the 
joint  specialty  by  the  Secretary  of  Defense 
with  the  aivice  of  the  Chairman  of  the  Joint 
Chiefs  of  Staff  The  Secretaries  of  the  mili- 
tary departments  shall  nominate  officers  for 
selection  for  the  joint  specialty.  Nomina- 
tions shall  be  made  from  among  officers— 

"lA)  who  meet  qualifications  prescribed  by 
the  Secretary  of  Defense;  and 
"IB)  who— 

"li)  are  senior  captains  or.  in  the  case  of 
the  Navy,  lieutenants;  or 

"Hi)  are  serving  in  the  grade  of  major  or 
lieutenant  commander  or  a  higher  grade. 

"Ic)  Training  and  Experience  Require- 
ments.— 


"ID  General  rule.— An  officer  who  is 
nominated  for  the  joint  specialty  may  not  be 
selected  for  the  joint  specialty  until  the  offi- 
cer— 

"iAi  successfully  completes  an  appropriate 
program  at  a  joint  professional  military 
education  school;  and 

"IB)  after  completing  such  program  of 
education,  successfully  completes  a  full  tour 
of  duty  in  a  joint  duty  assignment 

"121  Exception  for  officers  with  critical 
SKILLS.— An  officer  who  has  a  critical  occu- 
pational specialty  involving  combat  oper- 
ations las  designated  by  the  Secretary  of  De- 
fense) who  is  nominated  for  the  joint  spe- 
cialty may  be  selected  for  the  joint  specialty 
after  successful  completion  of  a  joint  duty 
assignment  of  not  less  than  two  years  and 
successful  completion  of  a  program  under 
paragraph  (1)(A).  An  officer  selected  for  the 
joint  specialty  under  this  paragraph  shall  be 
required  to  complete  the  generally  applica- 
ble requirements  for  selection-  under  para- 
graph  IDIB)  as  soon  as  practicable  after 
such  officer's  selection. 
"Id)  Joint  Duty  Assignments.— 
"Ill  50  PERCENT  REQUIREMENT.— The  Secre- 
tary of  Defense  shall  ensure  that  approxi- 
mately one-half  of  the  joint  duty  assignment 
positions  in  grades  above  captain  or,  in  the 
case  of  the  Navy,  lieutenant  are  filled  at  any 
time  by  officers   who  have   (or  have  been 
nominated  for)  the  joint  specialty. 

"121  Critical  assignments.— The  Secretary  " 
of  Defense  shall  designate  not  fewer  than 
1,000  joint  duty  assignment  positions  as 
critical  joint  duty  assignment  positions. 
Each  such  position  shall  be  held  only  by  offi- 
cers with  the  joint  specialty. 

"le)  Career  Guidelines.— The  Secretary, 
with  the  advice  of  the  Chairman  of  the  Joint 
Chiefs  of  Staff  shall  establish  career  guide- 
lines for  officers  with  the  joint  specialty. 
Such  guidelines  shall  include  guidelines 
for- 

"ID  selection; 
"12)  training: 
"13)  military  education: 
"14)  types  of  duty  assignments: 
"15)  information  and  guidelines  to  be  fur- 
nished by  the  Secretary  of  a  military  depart- 
ment under  section  615  of  this  title  for  offi- 
cer selection  boards;  and 

"161  such  other  matters  as  the  Secretary 
considers  appropriate. 
"S66i.  Selection  for  senior  military  positions 

"(a)  Policy  for  Selection  for  Senior  Po- 
sitions.—The  Secretary  of  Defense  shall  es- 
tablish policies  to  ensure  that  whenever 
practicable,  the  criteria  set  forth  in  subsec- 
tion lb)  are  applied  to  the  selection  of  an  of- 
ficer for  recommendation  to  the  President 
for- 

"II)  appointment  as  Chairman  of  the 
Joint  Chiefs  of  Staff  or  as  a  Chief  of  Service: 
or 

"12)  assignment  as  the  commander  of  a 
unified  or  specified  combatant  command. 

"(b)  Criteria.— The  criteria  referred  to  in 
subsection  (a)  are  as  follows: 

"(D  JCS  chairman.— The  criteria  for  selec- 
tion of  an  officer  for  recommendation  for 
appointment  as  Chairman  of  the  Joint 
Chiefs  of  Staff  are  that  the  officer  have 
served  as  a  Chief  of  Senice  or  as  the  com- 
mander of  a  unified  or  specified  combatant 
command. 

"12)  Chief  of  service.— The  criteria  for  se- 
lection of  an  officer  for  recommendation  for 
appointment  as  a  Chief  of  Service  are  that 
the  officer  have  had  significant  experience 
in  joint  duty  assignments  and  that  such  ex- 
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perience  include  at  least  one  joint  duty  as 
signment  as  a  general  or /lag  officer. 

"f3J  CiNc.—The  criteria  for  selection  of  an 
officer  for  recommendation  for  assignment 
as  the  commander  of  a  unified  or  specified 
combatant  command  are  that  the  officer— 

''I A)  have  the  joint  specialty:  and 

"fB)  have  had  at  least  one  joint  duty  as- 
signment as  a  general  or  flag  officer. 

"(c)  Chief  of  Service  Defined.— In  this 
section,  the  term  Chief  of  Service  means  the 
Chief  of  Staff  of  the  Army,  the  Chief  of 
Naval  Operations,  the  Chief  of  Staff  of  the 
Air  Force,  or  the  Commandant  of  the  Marine 
Corps. 

"SSSS.  Training  and  education 

•■la)  Capstone  Course  for  New  General 
AND  Flag  Officers.— 

"(1)  Requirement.— Each  officer  selected 
for  promotion  to  the  grade  of  brigadier  gen- 
eral or.  in  the  case  of  the  Navy,  rear  admiral 
(lower  half/  shall  be  required,  after  such  se- 
lection, to  attend  a  military  education 
course  designed  specifically  to  prepare  new 
flag  and  general  officers  to  work  with  the 
other  armed  forces. 

-121  Waiver  authority.— Subject  to  para- 
graph (3).  the  Secretary  of  Defense  may 
waive  paragraph  (D— 

"I A)  in  the  case  of  an  officer  whose  imme- 
diately previous  assignment  was  in  a  criti- 
cal joint  duty  assignment  and  who  is  thor- 
oughly familiar  with  joint  warfare  matters: 
'(B/  when  necessary  for  the  good  of  the 
service: 

"iCi  in  the  case  of  an  officer  whose  pro- 
posed selection  for  promotion  is  based  pri- 
marily upon  scientific  and  technical  qualifi- 
cations for  which  joint  requirements  do  not 
exist  las  determined  under  regulations  pre- 
scribed under  section  619le)l4)  of  this  title): 
and 

"ID)  in  the  case  of  a  medical  officer, 
dental  officer,  veterinary  officer,  medical 
service  officer,  nurse,  biomedical  science  of- 
ficer, chaplain,  or  judge  advocate. 

"131  Limitation  on  waiver  AiTHORiTY.  —  The 
authority  of  the  Secretary  of  Defense  to 
grant  a  waiver  under  paragraph  121  may 
only  be  delegated  to  the  Deputy  Secretary  of 
Defense  or  an  Assistant  Secretary  of  Defense. 
Such  a  waiver  may  be  granted  only  on  a 
case-by-case  basis  in  the  case  of  an  individ- 
ual officer. 

"lb)  Joint  Military  Education  Schools.— 
The  Secretary  of  Defense  shall  periodically 
review  and  revise  the  curriculum  of  schools 
of  the  National  Defense  University  land  of 
any  other  joint  professional  military  educa- 
tion school)  to  enhance  the  education  and 
training  of  officers  in  joint  military  mat- 
ters. Such  schools  shall  be  required  to  main- 
tain rigorous  standards  for  the  military  edu- 
cation of  officers  with  the  joint  specialty. 

"lo  Other  Professional  Military  Educa- 
tion SCHOOLS.-The  Secretary  of  Defense 
shall  require  that  each  Department  of  De- 
fense school  concerned  with  professional 
military  education  periodically  review  and 
revise  its  curricula  for  senior  and  intermedi- 
ate grade  officers  in  order  to  strengthen  the 
focus  on— 

"(1)  joint  military  operations:  and 

"12)  preparing  officers  for  joint  duty  as- 
signments. 

"Id)  Post-Training  Duty  Assignments.- 
The  Secretary  shall  ensure  that— 

"ID  unless  waived  by  the  Secretary  in  an 
individual  case,  each  officer  with  the  joint 
specialty  who  graduates  from  a  joint  profes- 
sional military  school  shall  be  assigned  to  a 
joint  duty  assignment  for  that  officers  next 
duty  assignment:  and 

"12/  a  high  proportion  Iwhich  shall  be  sig- 
nificantly greater  than  SO  percent/  of  the 


CONGRESSIONAL  RECORD— HOUSE 


other  officers  graduating  from  a  joint  pro- 
fessional military  school  also  receive  assign- 
ments to  a  joint  duty  assignment  as  their 
next  duty  assignment. 

"le/  Other  Requirements  for  Senior  Offi- 
CERS.-The  Secretary  shall  take  all  other 
practicable  measures  to  improve  the  train- 
ing and  experience  of  officers  serving  in 
senior  joint  duty  assignments. 
"§664.  Length  of  joint  duty  assignments 

"la)  General  Rule.— The  length  of  a  joint 
duty  assignment— 

"11/  for  general  and  flag  officers  shall  be 
not  less  than  three  years:  and 

"12/ for  other  officers  shall  be  not  less  than 
three  and  one  half  years. 

"lb)  Waiver  Authority.— The  Secretary  of 
Defense  may  waive  subsection  la)  in  any 
case,  but  the  Secretary  shall  ensure  that  the 
average  length  of  joint  duty  assignments 
meets  the  standards  prescribed  in  that  sub- 
section. 

"lO  Certain  Officers  With  Critical 
Combat  Operations  Skills.— Joint  duly  as- 
signments of  less  than  the  period  prescribed 
by  subsection  la),  but  not  less  than  two 
years,  may  be  authorised  for  the  purposes  of 
section  6611012)  of  this  title.  Any  such  as- 
signment shall  not  be  counted  for  the  pur- 
poses of  determining  the  average  length  of 
joint  duty  assignments  under  subsection  lb). 
"S66S.  Procedures  for  monitoring  careers  of  joint 
officers 

"la/  Procedures.— (1/  The  Secretary  of  De- 
fense, with  the  advice  of  the  Chairman  of 
the  Joint  Chiefs  of  Staff  shall  establish  pro- 
cedures for  overseeing  the  careers  of— 

"I A/  officers  with  the  joint  specially:  and 

"IB/  other  officers  who  serve  in  joint  duty 
assignments. 

"12)  Such  oversight  shall  include  monitor- 
ing of  the  implementation  of  the  career 
guidelines  established  under  section  661  le) 
of  this  title. 

"lb)  Advice  of  Chairman  of  Joint  Chiefs 
of  Staff.— The  Chairman  of  the  Joint  Chiefs 
of  Staff  shall  advise  the  Secretaries  of  the 
military  departments  with  respect  to  duty 
assignments  of— 

"ID  officers  with  the  joint  specialty:  and 

"12)  other  officers  serving  in  joint  duty  as- 
signments. 

"lo  Function  of  Joint  STAFF.-The  Secre- 
tary shall  take  such  action  as  necessary  to 
enhance  the  capabilities  of  the  Joint  Staff  so 
that  it  can— 

"ID  monitor  the  promotions  and  career 
assignments  of  officers  with  the  joint  spe- 
cialty and  of  other  officers  who  have  served 
in  joint  duty  assignments:  and 

"12)   otherwise  advise   the   Chairman   on 
joint  personnel  matters. 
"i/666.  Reserve  ofCicers  not  on  the  active  duly  list 

"The  Secretary  of  Defense  shall  establish 
personnel  policies  emphasising  training  and 
experience  in  joint  matters  for  reserve  offi- 
cers not  on  the  active-duty  list.  Such  poli- 
cies shall,  to  the  extent  practicable  for  the 
reserves  components,  be  similar  to  the  poli- 
cies provided  by  this  chapter 
"S667.  Annual  report  to  Congress 

"(a)  In  General.— The  Secretary  of  Defense 
shall  include  in  the  annual  report  of  the  Sec- 
retary to  Congress  lin  that  portion  of  the 
report  relating  to  management/  the  follow- 
ing information: 

"ID  The  number  of  officers  qualifying  for 
the  joint  specialty  and  their  education  and 
training. 

"12/  The  promotion  rate  for  officers  in  the 
joint  specialty  compared  with  the  promo- 
tion rates  for  officers  in  the  same  armed 
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force  and  at  the  same  competitive  category, 
shown  for  all  officers  of  the  armed  force  and 
for  officers  serving  on  the  headquarters  staff 
of  the  military  department  concerned. 

"13/  The  promotion  rates  of  other  officers 
serving  in  joint  duty  assignments,  compared 
in  the  same  manner  as  specified  in  para- 
graph 12/. 

"14/  Promotion  rates  for  officers  below  the 
zone,  shown  for  officers  with  the  joint  spe- 
cialty and  other  officers  who  have  served  in 
joint  duty  assignments,  compared  in  the 
same  manner  as  specified  in  paragraph  12/. 
"15)  An  analysis  of  assignments  of  officers 
after  selection  for  the  joint  specialty. 

"16)  The  average  length  of  tours  of  duty  in 
joint  duty  assignments— 

"I A)  for  general  and  flag  officers,  shown 
separately  for  assignments  to  the  Joint  Staff 
and  other  joint  duty  assignments:  and 

"IB/  for  other  officers,  shown  separately 
for  assignments  to  the  Joint  Staff  and  other 
joint  duty  assignments. 

"17/  In  any  case  in  which  the  information 
under  paragraphs  12)  through  16/  shows  a 
significant  imbalance  between  officers  serv- 
ing in  joint  duty  assignments  and  other  offi- 
cers, a  description  of  what  action  has  been 
taken  lor  is  planned  to  be  taken/  by  the  Sec- 
retary to  correct  the  imbalance. 

"IS)  Any  other  information  or  compara- 
tive data  that  shows  performance  of  the  De- 
partment of  Defense  and  the  performance  of 
each  military  department  in  carrying  out 
this  chapter  and  section  626a  of  this  title. 

"lb)  Annual  Report  of  the  Secretary  De- 
fined.—In  this  section,  the  term  annual 
report  of  the  Secretary'  means  the  annual 
report  of  the  Secretary  of  Defense  required 
by  section  1331c/  of  this  title, 
"ffses.  Definitions 

"la/  Joint  Matters.— In  this  chapter,  the 
term  joint  matters'  means  matters  relating 
to  the  integrated  employment  of  land.  sea. 
and  air  forces,  including  matters  relating 
to- 
"11)  national  military  strategy: 
"12)  long-range  and  contingency  planning: 
and 

'13)  command  and  control  of  combat  oper- 
ations under  unified  command, 
"lb)  Joint  Duty  Assignment.— 
"ID  In  GENER.iL— The  Secretary  of  Defense 
shall  by  regulation  define  the  term  'joint 
duty  assignment'  for  the  purposes  of  this 
chapter.  That  definition  shall  be  limited  to 
assignments  in  which  the  officer  gains  sig- 
nificant experience  in  joint  matters  and 
shall  exclude— 

"lA)  assignments  for  joint  training  or 
joint  education:  and 

"IB)  assignments  within  an  officer's  own 
military  department. 

"12)  Publication.— The  Secretary  shall 
publish  a  list  showing— 

"I A)  the  positions  that  are  joint  duty  as- 
signment positions  under  such  regulation 
and  the  number  of  such  positions:  and 

"IB)  of  the  positions  listed  under  subpara- 
graph I  A),  those  that  are  critical  joint  duty 
assignment  positions  and  the  number  of 
such  positions. ". 

lb)  Clerical  Amendments.— The  tables  of 
chapters  at  the  beginning  of  subtitle  A.  and 
at  the  beginning  of  part  II  of  subtitle  A,  of 
title  10,  United  States  Code,  are  amended  by 
inserting  after  the  item  relating  to  chapter 
37  the  following  new  item: 

"3H.  Joint  Officer  Management 661 ". 

SEC.  3702.  PROMUTIOS  POLICY  FOR  JOIST  SERVICE 
OFFICERS. 

la)  Composition  of  Selection  Boards.— 
Section  612  of  title  10.  United  States  Code,  is 
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elary    shall 


amended  by  adding  at  the  end  the  following 
new  subsection: 

"(c)  Each  selection  board  that  will  consid- 
er officers  who  have  served  in  joint  duty  as- 
signments shall  include  at  least  one  officer 
designated  by  the  Chairman  of  the  Joint 
Chiefs  of  Staff  who  is  currently  serving  in  a 
joint  duty  assignment.  The  Secretary  of  De- 
fense may  waive  the  preceding  sentence  in 
the  case  of  any  selection  board  of  the  Marine 
Corps. ". 

(b)  Review  of  Promotion  Lists  by  Chair- 
mas  OF  JCS.— Section  618  of  such  title  is 
amended— 

(1)  by  redesignating  subsections  ibJ,  Ic), 
(d),  and  (e)  as  subsections  (c>,  <d).  <e).  and 
If),  respectively;  and 

(2)  by  inserting  after  subsection  <a)  the  fol- 
lowing new  subsection  lb): 

"(bXl)  After  completing  the  requirements 
of  subsection  la),  the  Secretary  concerned 
shall  submit  the  report  to  the  Chairman  of 
the  Joint  Chiefs  of  Staff 

"(2)  The  Chairman  shall  review  the  report 
in  accordance  with  guidelines  prescribed  by 
the  Secretary  of  Defense.  After  reviewing  the 
report  of  a  selection  board,  the  Chairman 
may    recommend    for    promotion    officers 

who— 

"(A)  were  considered  by  the  board  and  not 
recommended  for  promotion:  and 

"(B)  have  served  or  are  serving  in  joint 
duty  assignments. 

■•(3)  The  number  of  such  officers  that  the 
Chairman  recommends  for  promotion  in 
any  competitive  category  considered  by  the 
board  may  not  exceed  10  percent  of  the 
number  of  officers  that  the  board  was  au- 
thorized to  recommend  for  promotion  in 
that  competitive  category  (but  in  any  case 
the  Chairman  may  recommend  one  such  of- 
ficer). 

"14)  After  reviewing  the  report  of  a  selec- 
tion board,  the  Chairman  shall  return  the 
report  to  the  Secretary  concerned  with  the 
names  of  officers  lif  any)  who  were  not  rec- 
ommended for  promotion  by  the  selection 
board  and  who  the  Chairman  recommends 
for  promotion  under  paragraph  12).  Except 
as  provided  under  paragraph  15).  each  such 
name  shall  be  added  to  the  report  of  the  se- 
lection board. 

"(5)  If  the  Chairman  recommends  officers 
for  promotion  under  paragraph  12),  and  if 
lafter  consulting  with  the  Chairman)  the 
Secretary  concerned  disagrees  with  any  such 
recommendation  of  the  Chairman,  the  Secre- 
tary— 

"lA)  may  return  the  report,  together  with 
the  Chairman's  recommendations  and  com- 
ments, to  the  selection  board  for  further  pro- 
ceedings in  accordance  with  subsection  la); 
"IB)  may  convene  a  special  selection 
board  in  the  manner  provided  for  under  sec- 
tion 628  of  this  title  for  consideration  of  any 
such  officer  on  his  record:  or 

"lO  may  take  other  appropriate  action  to 
satisfy  the  concerns  of  the  Chairman. 

"(6)  If  oJter  completion  of  all  actions 
taken  under  paragraph  IS),  the  Secretary 
concerned  and  the  Chairman  remain  in  dis- 
agreement with  respect  to  the  selection  for 
promotion  of  an  officer,  the  Secretary  con- 
cerned shall  indicate  such  disagreement, 
and  the  reasons  for  such  disagreement,  as 
part  of  his  transmittal  of  the  report  of  the 
selection  board  to  the  Secretary  of  Defense 
under  subsection  Ic).  Such  transmittal  shall 
include  the  name  of  each  officer  recom- 
mended by  the  Chairman. ":  and 

13)  by  adding  at  the  end  of  paragraph  ID 
of  subsection  Ic)  las  redesignated  by  para- 
graph ID)  the  following  new  sentences:  "If 
the  Secretary  concerned  and  the  Chairman 


of  the  Joint  Chiefs  of  Staff  disagree  with  re- 
spect to  a  recommendation  for  promotion  by 
the  Chairman  under  subsection  lb),  the  Sec- 
retary of  Defense  shall  before  transmitting 
the  report  to  the  President,  decide  the  matter 
by  directing  that  the  name  of  an  officer  rec- 
ommended for  promotion  by  the  Chairman 
be  added  to,  or  not  be  added  to,  the  report  of 
the  selection  board  for  officers  recommended 
for  promotion.  After  final  action  by  the  Sec- 
retary of  Defense,  the  report  of  the  selection 
board,  as  modified  in  accordance  with  sub- 
section lb)  and  the  decisions  of  the  Secretary 
of  Defense,  shall  be  considered  for  all  pur- 
poses to  be  the  report  of  the  selection 
board.  ". 

Ic)  Promotion  Policies  for  Joint  Service 
Officers.— 

11)  Relative  promotion  rates.— Chapter  36 
of  such  title  is  amended  by  inserting  after 
section  626  end  the  following  new  section: 
"§  626a.  Promotion  policy  for  joint  service  officer* 
"The  Secretary  of  Defense  shall  establish 
policies  to  ensure  that,  whenever  practica- 
ble, selection  of  officers  on  the  active-duty 
list  for  promotion  under  this  chapter  is  car- 
ried out  in  a  manner  consistent  with  the  fol- 
lowing policies: 

"ID  Joint  staff  officers.— Officers  who 
are  serving  on.  or  have  served  on.  the  Joint 
Staff  shall,  as  a  group,  be  promoted  at  a  rate 
not  less  than  the  rate  for  officers  of  the  same 
armed  force  in  the  same  grade  and  competi- 
tive category  who  are  serving  or  /lat'c  served 
on  the  headquarters  staff  of  their  armed 
force. 

"12)  Joint  specialty  officers.— Officers 
with  the  joint  specialty  under  chapter  38  of 
this  title  shall,  as  a  group,  be  promoted  at  a 
rate  not  less  than  the  rate  for  officers  of  the 
same  armed  force  in  the  same  grade  and 
competitive  category  who  are  serving  or 
have  served  on  the  headquarters  staff  of 
their  armed  force. 

"13)  Other  joint  assignment  officers -Of- 
ficers who  are  serving  in.  or  have  served  in, 
joint  assignments  lother  than  officers  cov- 
ered by  paragraphs  U)  and  I2)i  shall,  as  a 
group,  be  promoted  at  a  rate  determined  by 
the  Secretary  of  Defense  between— 

"lA)  the  rate  for  all  officers  of  that  armed 
force  in  the  same  grade  and  competitive  cat- 
egory; and 

"IB)  the  rate  for  officers  of  the  same  armed 
force  in  the  same  grade  and  competitive  cat- 
egory who  are  serving  or  have  served  on  the 
headquarters  staffs  of  the  military  depart- 
ments. ". 

12)  Clerical  amendment.— The  table  of  sec- 
tions at  the  beginning  of  subchapter  II  of 
such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 
"626a.  Promotion  policy  for  joint  service  of- 
ficers. ". 

sue  3703.  JOIST  01  TV  ASSI<;.\MK:.\T  as  I'RKKEQII- 
site  for  promotion  to  (iESERAL  OR 
FLA  a  OFFICER  RA\K. 

Section  619  of  title  10,  United  States  Code, 
is  amended  by  adding  at  the  enii  the  follow- 
ing new  subsection: 

"le)ll)  An  officer  may  not  be  selected  for 
promotion  to  the  grade  of  bngadier  general 
or.  in  the  case  of  the  Navy,  rear  admiral 
llower  half)  unless  the  officer  has  served  in  a 
joint  duty  assignment. 

"12)  Subject  to  paragraph  13).  the  Secre- 
tary of  Defense  may  waive  paragraph  ID— 

"I A)  when  necessary  for  the  good  of  the 
service; 

"IB)  in  the  case  of  an  officer  whose  pro- 
posed selection  for  promotion  is  based  pri- 
marily upon  scientific  and  technical  qualifi- 
cations for  which  joint  requirements  do  not 
exist; 


"IC)  in  the  case  of  a  medical  officer, 
dental  officer,  veterinary  officer,  medical 
service  officer,  nurse,  biomedical  science  of- 
ficer, chaplain,  or  judge  advocate;  and 

"ID)  until  January  1,  1992,  in  the  case  of 
an  officer  who  the  Secretary  determines 
served  before  the  date  of  the  enactment  of 
this  subsection  in  an  assignment  lother 
than  a  joint  duty  assignment)  thai  involved 
significant  experience  in  joint  matters. 

"13)1  A I  A  waiver  may  be  granted  under 
paragraph  12)  only  on  a  case-by-case  basis 
in  the  case  of  an  individual  officer. 

"IB)  In  the  case  of  a  waiver  under  para- 
graph I2)IA),  the  Secretary  shall  provide 
that  the  first  duty  assignment  as  a  general 
or  flag  officer  of  an  officer  for  whom  the 
waiver  is  granted  shall  be  in  a  joint  duty  as- 
signment. 

"lO  The  authority  of  the  Secretary  of  De- 
fense to  grant  a  waiver  under  paragraph 
I2)IB)  or  I2IIC)  may  only  be  delegated  to  the 
Deputy  Secretary  of  Defense  or  an  Assistant 
Secretary  of  Defense. 

"14)  The  Secretary  of  Defense  shall  pre- 
scribe regulations  to  carry  out  this  subsec- 
tion. Such  regulations  shall  specifically 
identify  those  categories  of  officers  for 
which  selection  for  promotion  to  brigadier 
general  is  based  primarily  upon  scientific 
and  technical  qualifications  for  which  joint 
requirements  do  not  exist. ". 

.s>;r.  3704.  AWIAL  KEPOKTOS  IMPI.F.MESTATIOS. 

The  Secretary  of  Defense  shall  include  in 
the  annual  report  of  the  Secretary  to  Con- 
gress under  section  133ic)  of  title  10.  United 
States  Code,  for  each  year  from  1987  through 
1991  lin  that  portion  of  the  report  relating 
to  management)  a  detailed  report  on  the  im- 
plementation of  this  title  and  the  amend- 
ments made  by  this  title. 

SE(.  370.i.  TRASSITloy 

la)  Joint  Specialty.— 

ID  Initial  selections.— The  Secretary  of 
Defense  shall  make  the  initial  selections  of 
officers  for  the  joint  specialty  under  chapter 
38  of  title  10.  United  States  Code,  as  added 
by  section  3701.  from  among  officers  in  such 
grades  as  the  Secretary  determines. 

12)  Special  rules.-Ih  making  such  selec- 
tions, the  Secretary— 

lA)  may  waive  the  requirement  of  either 
subparagraph  lAI  or  IB)  Ibut  not  both!  of 
section  661ic)iD  of  title  10.  United  States 
Code,  as  added  by  section  3701.  in  the  case 
of  officers  in  a  grade  above  captain  or.  in 
the  case  of  the  Navy,  lieutenant  and  below 
the  grade  of  brigadier  general  or  rear  admi- 
ral llower  half);  and 

IB)  may  waive  the  requirements  of  both 
subparagraphs  lA)  and  IB)  of  such  sentence 
in  the  case  of  general  and  flag  officers  who 
have  served  in  joint  duty  assignments. 

13)  Sunset.— The  authority  provided  by 
this  section  shall  expire  two  years  after  the 
date  of  the  enactment  of  this  Act. 

lb)  Joint  Duty  Assignments.-ID  Section 
661  Id)  of  title  10.  United  States  Code,  as 
added  by  section  3701.  shall  be  implemented 
as  rapidly  as  possible  and  not  later  than  two 
years  after  the  date  of  the  enactment  of  thU 
Act. 

12)  The  list  of  positions  that  arc  joint  duty 
assignments  required  to  be  published  by  sec- 
tion 668lb)i2)  of  such  title  shall  be  published 
not  later  than  the  end  of  the  six-month 
period  beginning  on  the  date  of  the  enact- 
ment of  this  Act. 

Ic)  Career  GvwELiNEs.-The  career  guide- 
lines required  to  be  established  by  section 
661  le)  of  such  title  the  procedures  required 
to  be  established  by  section  66Sia)  of  such 
title,  and  the  personnel  policies  required  to 
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be  established  by  section  666  of  such  title 
shall  be  established  not  later  than  the  end  of 
the  six-month  period  beffinning  on  the  date 
Of  the  enactment  of  this  Act.  The  provisions 
of  section  665fcJ  of  such  title  shall  be  imple- 
mented not  later  than  the  end  of  such 
period. 

(d)  Tkaining  and  Education.— 

(It  Capstone  course.— Subsection  la)  of 
section  663  of  such  title,  as  added  by  subsec- 
tion (a),  shall  apply  with  respect  to  officers 
selected  in  reports  of  officer  selection  boards 
submitted  to  the  Secretary  concerned  after 
the  end  of  the  120-day  period  beginning  on 
the  date  of  the  enactment  of  this  Act. 

12)  Review  of  military  education 
schools.— lA)  The  first  review  under  subsec- 
tions lb)  and  (c)  of  such  section  shall  be 
completed  not  later  than  120  days  after  the 
date  of  the  enactment  of  this  Act.  The  Secre- 
tary of  Defense  shall  submit  to  Congress  a 
report  on  the  results  of  the  review  at  each 
Department  of  Defense  school  not  later  than 
60  days  thereafter. 

IB)  Such  subsections  shall  be  implemented 
so  that  the  revised  curricula  take  effect  with 
respect  to  courses  beginning  after  August 
1987. 

fe)  Promotion  Policy.- (1)  The  amend- 
ments made  by  subsections  la)  and  lb)  of 
section  3702  shall  take  effect  with  respect  to 
selection  boards  convened  under  section 
6111a)  of  title  10.  United  States  Code,  after 
the  end  of  the  120-day  period  beginning  on 
the  date  of  the  enactment  of  this  Act. 

12)  Section  626a  of  title  10.  United  States 
Code,  as  added  by  section  37021c).  shall  take 
effect  with  respect  to  selection  boards  con- 
vened under  section  611ia)  of  title  10. 
United  States  Code,  after  the  end  of  the  180- 
day  period  beginning  on  the  date  of  the  en- 
actment of  this  Act. 

TITLE  n—MILlT.iRY  UEPARTMEST 
ORGAMZ.ATIOS 
SEC.  JHOI.  RKIIRdWIZiTIOS  of  MIIJTAHY  hHPXRT- 
HESTS    UV    THf:   SECHKTAHY    OF   OE- 
EE\SE. 

'a)  In  General.  — The  Secretary  of  Defense 
shall  reorganise  the  executive  part  of  the 
military  departments  in  accordance  with 
the  provisions  of  this  title. 

lb)  Reorganization  Policies.— In  carrying 
out  the  reorganization  required  by  subsec- 
tion 'a),  the  Secretary  of  Defense  shall  im- 
plement the  following  policies: 

U)  Each  military  department  shall  have  a 
single  integrated  staff  for  the  executive  part 
of  the  department,  rather  than  separate  ci- 
vilian secretariat  and  military  staffs. 

12)  Commissioned  officers  serving  on  the 
new  military  department  staff  shall  not  con- 
stitute or  be  organised  as  a  separate  compo- 
nent within  the  staff  (other  than  the  person- 
al staff  of  a  Service  Chief). 

13)  The  functional  assignments  of  the  as- 
sistant secretaries  of  the  military  depart- 
ments shall  be  as  uniform  as  possible  across 
the  military  departments.  In  implementing 
this  policy,  the  Secretary  shall  limit  excep- 
tions to  the  greatest  extent  possible. 

(4)  Senior  civilian  officials  on  the  depart- 
ment staff  who  are  political  appointees  shall 
not  be  placed  in  a  position  subordinate  to  a 
military  officer. 

(5)  The  size  of  the  department  staffs  shall 
be  substantially  reduced  from  the  combined 
size  of  the  prior  secretariat  and  military 
staffs,  with  functions  to  be  shifted  to  appro- 
priate joint  staffs  or  to  subordinate  com- 
mands outside  the  seat  of  government. 

16)  The  existing  staff  functions  in  the  exec- 
utive part  of  a  military  department  relating 
to  the  reserve  components  shall  not  be  abol- 
ished or  consolidated  with  other  elements  of 
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the  military  department  staff  lother  than 
the  consolidation  of  existing  military  staff 
and  civilian  secretariat  staff  functions  re- 
lating to  the  reserve  components). 

(7)  The  position  of  Administrative  Assist- 
ant in  the  Department  of  the  Army  provided 
for  under  section  3016  of  title  10,  United 
States  Code,  shall  not  be  abolished  and  the 
other  military  departments  may  be  author- 
ized to  have  a  similar  position. 

(c)  Limitation  on  Future  Administrative 
Reorganization  of  the  Military  Depart- 
MENTS.— After  the  reorganization  required  by 
this  section  is  implemented,  no  reorganiza- 
tion may  be  made  within  the  Department  of 
Defense  that  would  be  iyiconsistent  with  the 
policies  set  forth  in  subsection  (b). 

Id)  Supervisory  Control  of  Military  Per- 
sonnel.—Nothing  in  this  title  limits  the  au- 
thority of  a  Service  Chief  under  the  author- 
ity, direction,  and  control  of  the  Secretary 
concerned,  to  exercise  supervisory  control 
over  members  of  the  Armed  Forces  under  his 
jurisdiction,  especially  with  respect  to  per- 
sonnel matters,  in  the  manner  exercised  by 
the  Service  Chief  before  the  enactment  of 
this  Act. 

SEC.  3X02.  E.XECITIVE  PART  OF  MILITARY  OEPART- 
HE\TS. 

(a)  In  General.  — The  executive  part  of 
each  of  the  military  departments  is  com- 
posed of  the  following: 

ID  The  Secretary  of  the  military  depart- 
ment. 

12)  The  Under  Secretary. 

13)  The  Assistant  Secretaries. 

14)  The  general  counsel. 
(5)  The  Chief  of  Staff  and.  in  the  case  of 

the  Department  of  the  Navy,  the  Chief  of 
Naval  Operations  and  the  Commandant  of 
the  Marine  Corps. 

16)  The  Vice  Chief  of  Staff  or.  in  the  case 
of  the  Department  of  the  Navy,  the  Vice 
Chief  of  Naval  Operations  and  the  Assistant 
Commandant  of  the  Marine  Corps. 

17)  Deputy  Chiefs  of  Staff  and.  in  the  case 
of  the  Department  of  the  Navy.  Deputy 
Chiefs  of  Naval  Operations. 

18)  The  Administrative  Assistant,  in  the 
case  of  the  Department  of  the  Army  and  any 
other  military  department  with  a  similar 
position. 

19)  Other  offices  or  positions  provided  by 
law  to  be  in  the  executive  part  of  the  mili- 
tary department. 

(10/  Civilian  personnel  in  the  military  de- 
partment assigned  or  detailed  to  the  execu- 
tive part  of  the  military  department. 

Ill)  Other  members  of  the  Armed  Forces 
assigned  or  detailed  to  the  executive  part  of 
the  military  department. 

lb)  AssisTA.MT  Secretaries.— 

ID  Functions.— The  Assistant  Secretaries 
of  the  military  departments  shall  be  as- 
signed  the  following  areas  of  responsibility 
by  the  Secretary  of  Defense: 

I  A)  Manpower  functions. 

(B)  Reserve  affairs  functions. 

(C)  Financial  management  and  comptrol- 
ler functions. 

ID)  Research  and  development  functions. 

IE)  Acquisition  functions. 

IF)  Logistics  functions. 

IG)  Installations  functions. 

IH)  In  the  case  of  the  Department  of  the 
Army,  civil  works  functions. 

12)  Number.— There  shall  be  four  Assistant 
Secretaries  in  each  military  department, 
plus  an  additional  Assistant  Secretary  in 
the  Department  of  the  Army  for  civil  works 
functions. 

(c)  Personal  Staffs  of  Service  Secretar- 
ies AND  Service  Chiefs.— The  Secretary  of 
each  military  department  and  each  Service 
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Chief  may  each  have  a  personal  staff  of  not 
more  than  30  persons.  The  Administrative 
Assistant,  and  the  staff  of  the  Administra- 
tive Assistant,  of  a  military  department 
shall  not  be  counted  as  part  of  the  personal 
staff  of  the  Secretary  of  the  military  depart- 
ment under  this  subsection. 

Id)  Limitation  on  Size  of  Military  Depart- 
ment Staff.— The  total  number  of  persons  as- 
signed or  detailed  to  the  department  staff  or 
staffs  of  a  military  department  may  not 
exceed  85  percent  of  the  total  number  of  per- 
sons on  the  service  secretariat  and  head- 
quarters staff  or  staffs  of  that  military  de- 
partment before  the  reorganization  of  that 
department  under  this  Act.  The  Secretary  of 
Defense  shall  ensure  that  the  reduction  of 
the  number  of  persons  on  staffs  of  military 
headquarters  results  in  a  reduction  in  the 
number  of  persons  that  are  assigned  to  duty 
in  the  Washington,  D.C..  area. 

SEC.     W03.     limitation    OF    DEPARTMENT    STiFF 
FIWCTIOS.S. 

la)  Joint  Staff.— The  Secretary  of  Defense, 
in  carrying  out  the  reorganization  required 
by  this  title,  shall  provide  that  operation 
and  planning  responsibilities  that  are  dupli- 
cated by  the  staff  of  the  Joint  Chiefs  of  Staff 
shall  be  shifted  to  that  staff 

lb)  Decentralization  of  Non-Headquar- 
ters Functions.— The  Secretary  of  Defense, 
in  carrying  out  the  reorganization  required 
by  this  title,  and  the  Secretaries  of  the  mili- 
tary departments  shall  provide  that  func- 
tions that  may  be  performed  by  subordinate 
commands  outside  of  the  Washington,  D.C.. 
area  shall  be  reassigned  to  those  commands. 

SEC.    3H0I    RESPOSSIRII.ITIES   OF  SERVICE  SECRE- 
TiRIE.S. 

la)  Intelligence  Activities.— Subject  to 
the  authority,  direction,  and  control  of  the 
Secretary  of  Defense,  the  Secretary  of  a  mili- 
tary department  is  responsible  to  the  Secre- 
tary of  Defense  for  the  effective  supervision 
and  control  of  the  intelligence  activities  of 
that  military  department. 

lb)  Operational  Readiness.— The  Secretary 
of  a  military  department,  in  organizing, 
training,  and  equipping  forces  under  the  ju- 
risdiction of  the  Secretary,  shall  ensure  the 
operational  readiness  of  such  forces. 

SEC  :m.i.  IMPI.EMEST\TI0S  AM)  REPORT. 

la)  I.MPLEMENTATiON.—The  Secretary  of  De- 
fense shall  complete  implementation  of  this 
title  not  later  than  September  30.  1987. 

lb)  Report— The  Secretary  shall  submit  to 
Coiigress  a  report  on  such  implementation. 
The  report  shall  be  submitted  not  later  than 
30  days  after  the  date  provided  under  sub- 
section la).  The  report  shall  include  a  draft 
of  legislation  to  make  conforming  changes 
to  title  10.  United  States  Code,  and  other  ap- 
propriate provision  of  law  to  reflect  the  re- 
organization carried  out  pursuant  to  sec- 
tion 3801  and  the  effect  of  the  other  provi- 
sions of  this  title. 

SEC.  3H0«.  definition. 

For  purposes  of  this  title,  the  term  "Serv- 
ice Chief"  means  any  of  the  following: 

1 1)  The  Chief  of  Staff  of  the  Army. 

12)  The  Chief  of  Naval  Operations. 

(3)  The  Chief  of  Staff  of  the  Air  Force. 

(4)  The  Commandant  of  the  Marine  Corps. 

TITLE  V-MISCELLA SEOl'S 

SEC.  3MI.  ASSCAL  REPORT  ON  NATIONAL  SECCRITY 
STRATEGY. 

(a)  Report  Requirement.— The  President 
shall  submit  to  the  Committees  on  Armed 
Services  and  Foreign  Relations  and  the 
Select  Committee  on  Intelligence  of  the 
Senate  ajid  the  Committees  on  Armed  Serv- 
ices and  Foreign  A/fairs  and  the  Permanent 
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Select  Committee  on  Intelligence  of  the 
House  of  Representatives  each  year  a  com- 
prehensive written  report  on  the  national  se- 
curity strategy  of  the  United  States.  The 
President  shall  submit  such  report  on  the 
same  date  each  year  on  which  he  submits 
the  budget  to  Congress  pursuant  to  section 
1105  of  title  31,  United  States  Code. 

(b)  Contents  of  Report.— The  report  re- 
ferred to  in  subsection  (a)  shall  include— 

11)  a  comprehensive  discussion  of  the  vital 
interests,  goals,  and  objectives  of  the  United 
States  throughout  the  world; 

(2)  a  coordinated  and  comprehensive  de- 
scription of  the  foreign  policy,  worldwide 
commitments,  and  national  defense  capa- 
bilities of  the  United  States  necessary  to 
deter  aggression  and  to  implement  the  na- 
tional security  strategy  of  the  United  States: 
<3)  a  discussion  of  the  proposed  short-term 
and  long-term  uses  of  the  political,  econom- 
ic, military,  and  other  elements  of  the  na- 
tional power  of  the  United  States  to  protect 
or  promote  the  interests  and  achieve  the 
goals  and  objectives  referred  to  in  clause  (IK 
(41  a  discussion  of  the  adequacy  of  the  ca- 
pabilities of  the  United  States  to  carry  out 
the  national  security  strategy  of  the  United 
States,  including  an  evaluation  of  the  bal- 
ance among  the  capabilities  of  all  elements 
of  the  national  power  of  the  United  States  to 
support  the  implementation  of  the  national 
security  strategy:  and 

(5/  such  other  pertinent  information  as 
may  be  necessary  to  help  inform  Congress 
on  matters  relating  to  the  overall  foreign 
policy  strategy  and  military  strategy  of  the 
united  States. 

(c)  Classification.— The  report  referred  to 
in  subsection  'a/  shall  be  transmitted  in  a 
classified  and  an  unclassified  form. 

sue  3902.  .VA.\A(iKMF.\T  STl  DIFS  OF  OFFIVH  OF  THE 
SFiRETAHY  (IF  DFFESSF. 

(a>  Secretary  of  Defense  Study.— The  Sec- 
retary of  Defense  shall  conduct  a  study  on 
the  functions  and  organi3ation  of  the  Office 
of  the  Secretary  of  Defense.  The  study  shall 
examine  the  functions,  divisions  of  respon- 
sibility, and  management  structure  of  the 
Office,  including  each  of  the  matters  speci- 
fied in  subsection  (c). 

(bi  Service  Secretaries  and  Chairman  of 
THE  Joint  Chiefs  of  Staff.— The  Chairman 
of  the  Joint  Chiefs  of  Staff  and  the  Secretar- 
ies of  the  military  departments  shall  each 
conduct  a  study  of  the  functions  and  organi- 
sation of  the  Office  of  the  Secretary  of  De- 
fense. The  Chairman  and  Secretaries  shall 
each  submit  a  report  to  the  Secretary  of  De- 
fense on  such  study  at  a  time  specified  by 
the  Secretary.  Each  such  report  shall  include 
a  discussion  of  and  recommendations  con- 
cerning each  matter  specified  in  subsection 
(c), 

(c)  Matters  To  Be  INCLUOED.-The  studies 
required  by  subsections  (a)  and  (b)  shall  in- 
clude consideration  of  the  following: 

(1)  Whether  the  present  allocation  of  func- 
tions to,  and  the  organisational  structure 
of,  the  Office  constitutes  the  most  effective, 
efficient,  and  economical  allocation  and 
structure. 

(Z)  Whether  the  present  organization  of 
the  Office  is  the  most  effective  and  efficient 
for  the  functions  of  policy  initiation,  devel- 
opment, and  articulation. 

(31  Whether  the  present  organization  of 
the  Office  best  ensures  that  military  strategy 
and  military  planning  are  dictated  by  con- 
siderations of  national  policy  and  strategy. 

(4)  Whether  effective  civilian  control  of 
the  Department  of  Defense  is  best  provided 
by  the  present  structure  of  the  Office,  includ- 
ing civilian  control  of— 


(A)  policy  planning: 
IB)  force  planning: 
(C)  program  development; 
ID)  budget  development: 

(E)  program  execution;  and 

(F)  program  review. 

(5)  Means  to  improve  and  strengthen  the 
evaluation  function,  with  particular  refer- 
ence to  the  findings  and  recommendations 
set  forth  in  the  final  report  of  the  Defense 
Organisation  Project  of  the  Georgetown 
University  Center  for  Strategic  and  Interna- 
tional Studies,  entitled  "Toward  A  More  Ef- 
fective Defense"  and  published  in  February 
1985. 

(6)  Means  to  improve  and  strengthen  the 
oversight  function  within  each  element  of 
the  Office. 

(7)  Factors  inhibiting  efficient  and  effec- 
tive execution  of  the  functions  of  the  Office, 
including  factors  relating  to— 

(A)  duplication  of  functions  (both  within 
the  Office  and  between  the  Office  and  other 
elements  of  the  Department); 

(BI  insufficient  information:  and 

(C)  insufficient  resources  (including  per- 
sonnel). 

(8)  Alternative  allocations  of  authorities 
and  functions  of  the  Office  and  other  reor- 
ganization proposals  for  the  Office,  includ- 
ing the  desirability  of— 

(A)  establishing  the  Office  by  law: 

(B)  establishing  Under  Secretaries  of  De- 
fense for  mission-oriented  areas  of  responsi- 
bility: 

(CI  establishing  the  Secretaries  of  the  mili- 
tary departments  as  Undersecretaries  of  De- 
fense: 

(D)  eliminating  functional  descriptions  or 
designations  of  Assistant  Secretaries  of  De- 
fense by  law: 

(E)  revising  the  planning,  programming, 
and  budgeting  system  to  strengthen  policy 
and  strategy  direction; 

(F)  decentralising  functions  of  the  Office: 

(G)  reducing  the  number  of  officials  re- 
porting directly  to  the  Secretary  of  Defense; 
and 

(H)  changing  the  number  of  military  and 
civilian  personnel  in  the  Office. 

(d)  A.'jalysis  of  Civilian  Control.— The 
Secretary  of  Defense,  in  considering  under 
subsection  (c)(4)  whether  effective  civilian 
control  of  the  Department  of  Defense  is  best 
provided  by  the  current  structure  of  the 
Office,  shall  examine  the  functions  per- 
formed in  the  Office  by  members  of  the 
Armed  Forces  on  active  duly  and  the  func- 
tions performed  by  members  in  a  retired 
status  serving  in  civilian  positions.  Such  ex- 
amination shall  include  determination  of— 

(1)  the  number  of  positions  in  the  Office 
in  grades  GS-9  (or  the  military  equivalent) 
and  above  held  by  members  of  the  Armed 
Forces  on  active  duty,  shown  for  each  pay 
grade  by  number  and  as  a  percentage  of  the 
total  number  of  positions  in  the  Office  in 
the  pay  grade  concerned:  and 

(2)  the  number  of  such  positions  held  by 
members  of  the  Armed  Forces  in  a  retired 
status,  shown  in  the  same  manner  as  pro- 
vided under  paragraph  ID. 

(e)  Consultation  With  Other  Appropriate 
Officials.— The  Secretary  of  Defense,  in  car- 
rying out  the  study  required  by  subsection 
(a),  shall  consult  with  and  obtain  the  views 
of  the  Under  Secretaries  and  Assistant  Secre- 
taries of  Defense,  the  directors  of  the  defense 
agencies,  and  such  other  officials  as  the  Sec- 
retary considers  appropriate. 

(f)  Independent  Contractor  Study.— The 
Secretary  shall  provide  for  an  independent 
study  to  be  carried  out  by  a  contractor  to 
consider  the  same  matters  considered  in  the 


study  of  the  Secretary  under  subsection  (a). 
The  Secretary  shall  ensure  that  the  contrac- 
tor has  full  access  to  such  information  as 
the  contractor  requires  and  that  the  contrac- 
tor otherwise  receives  full  cooperation  from 
all  Department  of  Defense  officials  and  enti- 
ties. 

(g)  Report  to  Congress.— ill  The  Secre- 
tary of  Defense  shall  submit  to  Congress  a 
report  on  the  Secretary's  study  under  subsec- 
tion la).  The  report  shall  include— 

(A)  the  findings  and  conclusions  of  the 
Secretary  with  respect  to  each  of  the  matters 
set  forth  in  subsection  (c): 

(Bl  the  findings  and  statistical  determina- 
tions required  under  subsection  (dl;  and 

(Ci  any  recommendations  of  the  Secretary 
for  organizational  changes  in  the  Office  of 
the  Secretary  of  Defense  and  a  description 
for  the  means  for  implementing  each  such 
recommendation. 

(2)  The  Secretary  shall  include  with  the 
report  a  copy  of  each  report  to  the  Secretary 
under  subsection  (b)  and  a  copy  of  the 
report  of  the  independent  contractor  under 
subsection  (el.  together  with  such  comments 
on  each  such  report  as  the  Secretary  consid- 
ers appropriate. 

(31  The  report  under  this  subsection  shall 
be  submitted  not  later  than  one  year  after 
the  date  of  the  enactment  of  this  Act 

SEC.    .1903.    KFinCTIOS    (IF    REPdRTISU    RF.QIIRE- 
VENTS. 

(al  Policy.— It  is  the  policy  of  Congress  to 
reduce  the  administrative  burden  placed  on 
the  Department  of  Defense  by  requirements 
for  reports,  studies,  and  notifications  to  be 
submitted  to  Congress  through  the  elimina- 
tion of  outdated,  redundant  or  otherwise 
unnecessary  report  requirements. 

(bl  Compilation  of  £.v/.st/.vg  Report  Re- 
qvirements.—(1I  The  Secretary  of  Defense 
shall  compile  a  list  of  all  provisions  of  law 
currently  in  effect  that  require  the  Presi- 
dent with  respect  to  national  defense  func- 
tions of  the  Government  or  any  official  or 
employee  of  the  Department  of  Defense  to 
submit  in  writing  any  report  notification, 
or  study  to  Congress  or  any  committee  6f 
Congress. 

(21  The  Secretary  shall  submit  to  Congress 
the  list  compiled  under  paragraph  (I)  not 
later  than  six  months  after  the  date  of  the 
enactment  of  this  Act  The  Secretary  shall 
include  with  such  list  (with  respect  to  each 
report  notification,  or  study  shown  on  the 
list)  the  following: 

(Al  The  date  the  requirement  for  such 
report,  notification,  or  study  was  first  im- 
posed by  law. 

(Bl  The  Secretary's  assessment  of  the  con- 
tinuing utility  of  such  requirement  to  Con- 
gress and  to  the  executive  branch. 

(CI  The  Secretary's  assessment  of  the  ad- 
ministrative burden  of  such  requirement 
and  how  such  burden  relates  to  the  utility  of 
the  report,  notification,  or  study. 

(Dl  The  Secretary's  recommendation  as  to 
whether  such  requirement  should  be  re- 
tained, modified,  or  repealed. 

(31  The  matter  submitted  under  paragraph 
(21  shall  also  include  any  recommendation 
of  the  Secretary  for  consolidation  of  differ- 
ent requirements  for  reports,  notifications, 
and  studies  and  a  draft  of  legislation  to  im- 
plement any  changes  in  law  recommended 
by  the  Secretary. 

(cl  Parthl  Termination  of  Programs  on 
List.— Except  as  provided  in  subsection  (dl. 
effective  as  of  the  end  of  the  first  session  of 
the  100th  Congress,  each  provision  of  law 
shown  on  the  list  submitted  under  subsec- 
tion (b)  that  is  contained  in  title  10,  32,  or 
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37.  United  States  Code,  or  in  any  Act  au- 
thorizing appropriations  or  making  appro- 
priations for  military  functions  of  the  De- 
partment of  Defense  'including  military 
construction  and  military  family  housing 
functions^  and  that  is  recommended  by  the 
Secretary  of  Defense  under  subsection 
tb)«2KDI  to  be  repealed  shall  not  be  effective 
to  the  extent  such  provision  requires  the  sub- 
mission in  writing  of  a  report,  notification, 
or  study  shown  on  the  list. 

Id)  Exceptions.— Subsection  (c)  shall  not 
apply  to  any  provision  of  law  enacted  on  or 
after  the  date  of  enactment  of  this  Act  or  to 
any  provision  of  law  that  requires  the  sub- 
mission of  the  following  reports,  notifica- 
tions, and  studies: 

(II  The  annual  reports,  statements,  and 
recommendations  required  by  section  133ic> 
of  title  10.  United  States  Code,  relating  to 
the  accomplishments  of  the  Department  of 
Defense. 

(2)  The  annual  report  required  by  section 
I33(e>  of  such  title,  relating  to  foreign 
policy,  major  military  missions,  and  mili- 
tary force  structure. 

(3)  The  reports  required  by  subsection 
(bXSI  of  section  136a  of  such  title  and  the 
annual  report  required  by  subsection  Igl  of 
such  sectioTi,  relating  to  operational  test 
and  evaluation  activities. 

(4J  The  annual  report  required  by  section 
133a  of  such  title,  relating  to  North  Atlantic 
Treaty  Organization  readiness. 

151  The  reports  required  by  section  1464(c) 
of  such  title,  relating  to  the  status  of  the  De- 
partment of  Defense  Military  Retirement 
fund. 

(6)  The  annual  report  required  by  section 
2208(kJ  of  such  title,  relating  to  the  condi- 
tion and  operation  of  working-capital 
funds. 

(7)  The  notifications  required  by  section 
2233a(a/(l)  of  such  title,  relating  to  expendi- 
tures and  contributions  for  acquisition  of 
facilities  for  reserve  components. 

(81  The  notifications  required  by  section 
2304(0(7/  of  such  title,  relating  to  the  use  of 
procurement  procedures  other  than  competi- 
tive procedures. 

(9)  The  notifications  required  by  section 
2306(h)(3)  of  such  title,  relating  to  cancella- 
tion ceilings  in  certain  mulliyear  contracts. 

(10)  The  annual  report  required  by  section 
2313(d)(4)  of  such  title,  relating  to  subpoe- 
nas issued  by  the  Director  of  the  Defense 
Contract  Audit  Agency  to  obtain  contractor 
records. 

(11)  The  annual  report  required  by  section 
2349  of  such  title,  relating  to  North  Atlantic 
Treaty  Organization  acquisition  and  cross- 
servicing  agreements. 

(12)  The  semiannual  report  required  by 
section  2357  of  such  title,  relating  to  con- 
tracts in  excess  of  S50,000  entered  into  by 
the  military  departments  for  research  and 
development. 

(13)  The  notifications  required  by  section 
2394(b)(2)  of  such  title,  relating  to  contracts 
for  energy  or  fuel 

(14)  The  annual  report  required  by  section 
2397(e)  of  such  title,  relating  to  the  names  of 
certain  employees  and  former  employees  of 
defense  contractors. 

(15)  The  notifications  required  by  clauses 
(B)  and  (C)  of  section  2401(b)(1)  of  such 
title,  the  cost  analyses  required  by  section 
2401(e)(1)  of  such  title,  and  the  reports  re- 
quired by  section  2401(e)(2)  of  such  title,  all 
relating  to  the  long-term  lease  or  charter  of 
vessels  and  aircraft  by  the  military  depart- 
ments. 

(16/  The  notifications  required  by  subsec- 
tion (e)(1)  of  section  2403  of  such  title  and 
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the  annual  report  required  by  subsection 
(e)(2)  of  such  section,  relating  to  waivers  of 
certain  requirements  for  contractor  guaran- 
tees. 

(17)  The  notifications  required  by  para- 
graphs (1)  and  (2)  of  section  2407(d)  of  such 
title,  relating  to  certain  contracts  awarded 
by  the  Department  of  Defense  in  connection 
with  North  Atlantic  Treaty  Organization  co- 
operative agreements. 

(18)  The  annual  report  required  by  section 
245  7(d)  of  such  title,  relating  to  the  policy  to 
standardize  equipment,  ammunition,  and 
fuel  procured  for  the  use  of  United  States 
military  forces  stationed  in  Europe  under 
the  North  Atlantic  Treaty. 

(19)  The  reports  required  by  subsection  (a) 
or  (e)  of  section  2662  of  such  title  and  the 
annual  report  required  by  subsection  (b)  of 
such  section,  relating  to  certain  real  proper- 
ty transactions. 

(20)  The  proposals  referred  to  in  section 
2667a(b)(l)  of  such  title,  relating  to  sale  and 
replacement  of  nonexcess  real  property. 

(21)  The  notifications  required  by  section 
2672(b)  of  such  title,  relating  to  acquisitions 
of  interests  in  land  for  more  than  $100,000. 

(22)  The  notifications  required  by  section 
2676(d)  of  such  title,  relating  to  reductions 
in  scope  and  increases  in  cost  of  a  land  ac- 
quisition. 

(23)  The  notifications  and  submissions  re- 
quired by  section  2687(b)  of  such  title,  relat- 
ing to  base  closures  and  realignments. 

(24)  The  annual  report  required  bv  section 
2779(b)(4)  of  such  title,  relating  to  the  use  of 
funds  appropriated  for  the  elimination  of 
certain  losses  caused  by  fluctuations  in  cur- 
rency exchange  rates  of  foreign  countries. 

(25)  The  reports  required  by  section  133b 
of  such  title,  relating  to  sales  or  transfers  of 
certain  defense  articles. 

(26)  The  reports  required  by  section 
2803(b)  of  such  title,  relating  to  emergency 
military  construction  projects  carried  out 
under  section  2803  of  such  title. 

(27)  The  reports  required  by  section 
2804(b)  of  such  title,  relating  to  military 
construction  projects  not  authorized  by  law. 

(28)  The  notifications  required  by  para- 
graphs (2)  and  (3)  of  section  2805(b)  of  such 
title,  relating  to  minor  construction  in  con- 
nection with  certain  relocations  of  activi- 
ties from  one  installation  to  another. 

(29)  The  reports  required  by  section 
2806(c)(2)  of  such  title,  relating  to  contribu- 
tions for  North  Atlantic  Treaty  Organiza- 
tion Infrastructure. 

(30)  The  notifications  required  by  subsec- 
tion (b)  of  section  2807  of  such  title  and  the 
reports  required  by  subsection  (c)  of  .such 
section,  relating  to  architectural  and  engi- 
neering sennces  and  construction  design  in 
connection  with  military  construction  or 
military  family  housing  projects. 

(31)  The  notifications  required  by  section 
2808(b)  of  such  title,  relating  to  military 
construction  projects  in  the  event  of  a  decla- 
ration of  war  or  national  emergency. 

(32)  The  justifications  and  economic  anal- 
yses required  by  section  2809(a)(4)  of  such 
title,  relating  to  long-term  contracts  for  the 
construction,  management,  and  operation 
of  certain  facilities. 

(33)  The  notifications  and  justifications 
required  by  section  2823(b)  of  such  title,  re- 
lating to  disagreements  on  the  availability 
of  suitable  alternative  housing  at  locations 
in  the  United  States  where  family  housing  is 
proposed  to  be  constructed. 

(34)  The  notifications  required  by  section 
2827(b)  of  such  title,  relating  to  relocation  of 
military  family  housing  units. 


(35)  The  economic  analyses  required  by 
section  2828(g)(6)(A)  of  such  title,  relating 
to  leasing  military  family  housing  facilities. 

(36)  The  notifications  required  by  section 
2834(b)  of  such  title,  relating  to  agreements 
with  the  Secretary  of  State  for  the  use  of  De- 
partment of  State  housing  and  related  serv- 
ices by  Department  of  Defense  personnel. 

(37)  The  notifications  required  by  subsec- 
tions (d)  and  (e)  of  section  2853  of  such  title, 
relating  to  reductions  in  the  scope  of  work 
or  increases  in  the  cost  of  military  construc- 
tion projects. 

(38)  The  notifications  required  by  section 
2854(b)  of  such  title,  relating  to  repair,  res- 
toration, or  replacement  of  damaged  or  de- 
stroyed military  facilities. 

(39)  The  annual  request  required  by  sec- 
lion  2859  of  such  title,  relating  to  military 
construction  authorizations.    , 

(40)  The  annual  report  required  by  section 
2861(a)  of  such  title,  relating  to  military 
construction  activities  and  military  family 
housing  activities. 

(41)  The  annual  report  required  by  section 
138(c)(3)  of  such  title,  relating  to  military 
and  civilian  personnel  end  strength  levels, 
certain  other  manpower  requirements,  base 
structures,  and  certain  requirements  for  and 
information  on  officers. 

(42)  The  annual  report  required  by  section 
138(d)(2)  of  such  title,  relating  to  average 
student  training  loads. 

(43)  The  annual  report  required  by  section 
138(e)  of  such  title,  relating  to  operations 
and  maintenance. 

(44)(A)  The  annual  and  supplemental  re- 
ports required  by  sectiqn  139  of  such  title, 
relating  to  weapons  development  and  pro- 
curement schedules,  including  the  matter  re- 
quired by  section  53(b)  of  the  Arms  Export 
Control  Act  (95  Stat.  1524;  22  U.S.C. 
2795b(bl)  to  be  included  in  such  annual  re- 
ports. 

(B)  The  notifications  in  lieu  of  such  sup- 
plemental reports  under  subsection  (b)  of 
such  section. 

(45)  The  Selected  Acquisition  Reports  re- 
quired by  section  139a  of  such  title. 

(46)  The  notifications  required  by  subsec- 
tion (d)(3)  of  section  139b  of  such  title  and 
reports  required  by  subsection  (e)  of  such 
section,  relating  to  increases  in  program  ac- 
quisition unit  costs  and  procurement  unit 
costs  of  certain  major  defense  acquisition 
programs. 

(47)  The  notifications  required  by  section 
7307(b)(2)  of  such  title,  relating  to  the  dispo- 
sition of  naval  vessels  to  foreign  nations. 

(48)  The  quarterly  report  required  by  sec- 
tion 7434  of  title  10.  United  States  Code,  re- 
lating to  the  production  from  the  naval  pe- 
troleum reserve. 

(49)  The  annual  report  required  by  section 
406(i)  of  title  37.  United  Stales  Code,  relat- 
ing to  dependents  accompanying  members 
of  the  Armed  Forces  stationed  outside  the 
United  States. 

(50)  The  statements  and  quarterly  report 
required  by  subsections  (c)  and  (e)  of  section 
709  of  the  Department  of  Defense  Appropria- 
tion Authorization  Act,  1975  (88  Stat.  408; 
50  U.S.C.  App.  2403- 1(e)),  relating  to  the 
export  of  certain  goods,  technology,  and  in- 
dustrial techniques. 

(51)  The  notifications,  summaries,  certifi- 
cations, and  reports  required  by  subsections 
(a),  (b),  and  (c)  of  section  502  of  the  Depart- 
ment of  Defense  Authorization  Act,  1981  (10 
U.S.C.  2304  note),  relating  to  conversion  of 
performance  of  commercial  and  other  type 
functions  from  Department  of  Defense  per- 
sonnel to  private  contractors. 
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(52)  The  notifications  required  by  section 
1201(c)  of  the  Department  of  Defense  Au- 
thorization Act,  1984  (Public  Law  98-94;  97 
Stat.  678),  relating  to  transfers  of  amounts 
of  authorizations. 

(53)  The  reports  and  assessments  required 
by  section  1231  of  the  Department  of  Defense 
Authorization  Act.  1984  (Public  Law  98-94: 
97  Stat  693),  relating  to  certain  interconti- 
nental ballistic  missile  systems. 

(54)  The  reports  required  by  section 
307(b)(3)  of  the  Department  of  Defense  Au- 
thorization Act,  1985  (98  Stat.  2515;  10 
U.S.C.  2304  note),  relating  to  waivers  of  a 
prohibition  on  contracting  out  certain  logis- 
tics activities. 

(55)  The  annual  report  required  by  section 
1002(d)(1)  of  the  Department  of  Defense  Au- 
thorization Act,  1985  (98  Stat.  2575;  22 
U.S.C.  1928  note),  relating  to  the  supply  of 
munitions  and  certain  aircraft  facilities  in 
support  of  the  North  Atlantic  Treaty  Orga- 
nization. 

(56)  The  annual  report  required  by  section 
1002(d)(2)  of  the  Department  of  Defense  Au- 
thorization Act,  1985  (98  Stat.  2575;  22 
U.S.C.  1928  note),  relating  to  the  status  and 
cost  of  the  United  States  commitment  to  the 
North  Atlantic  Treaty  Organization  and  cer- 
tain activities  of  other  North  Atlantic 
Treaty  Organization  members. 

^S7y  The  annual  reports  required  by  sub- 
sections (c)  and  (d)  of  section  1003  of  the  De- 
partment of  Defense  Authorization  Act.  1985 
(98  Stat.  2576;  22  U.S.C.  1928  note),  relating 
to  allied  contributions  to  the  common  de- 
fense. 

(58)  The  annual  report  required  by  section 
1102  of  the  Department  of  Defense  Authori- 
zation Act.  1985  (98  Stat.  2580;  10  U.S.C. 
2872  noi.e  (formerly  10  U.S.C.  139  note)),  re- 
lating to  the  Strategic  Defense  Initiative 
and  any  other  antiballistic  missile  defense 
program. 

(59)  The  notifications  required  by  section 
1501(c)  of  the  Department  of  Defense  Au- 
thorization Act.  1985  (Public  Law  98-525;  98 
Stat.  2626).  relating  to  transfers  of  amounts 
of  authorizations. 

(60)  The  reports  required  by  section 
1536(g)  of  the  Department  of  Defense  Au- 
thorization Act.  1985  (98  Stat.  2633;  46 
U.S.C.  1120  note),  relating  to  the  Commis- 
sion on  Merchant  Marine  and  Defense. 

(61)  The  certification  required  by  section 
125(a)(1)  of  the  Department  of  Defense  Au- 
thorization Act.  1986  (Public  Law  99-145;  99 
Stat  601).  relating  to  any  new  contract  for 
the  procurement  of  5 -ton  trucks. 

(62)  The  legislative  environmental  impact 
statement  required  by  section  209(c)  of  the 
Department  of  Defense  Authorization  Act. 
1986  (Public  Law  99-145;  99  Stat.  610).  relat- 
ing to  full-scale  development  of  a  small 
intercontinental  ballistic  missile  or  the  se- 
lection of  basing  areas  for  the  deployment  of 
such  missile. 

(63)  The  certification  required  by  section 
222  of  the  Department  of  Defense  Authoriza- 
tion Act,  1986  (Public  Law  99-145;  99  Stat. 
613),  relating  to  termination  of  a  prohibi- 
tion of  deployment  of  a  strategic 
defense  systerru 

(64)  The  reports  required  by  section  223  of 
the  Department  of  Defense  Authorization 
Act,  1986  (Public  Law  99-145;  99  Stat.  613), 
relating  to  the  Strategic  Defense  Initiative. 

^65V  The  quarterly  reports  required  by  sec- 
tion 502(c)  of  the  Department  of  Defense  Au- 
thorization Act.  1986  (Public  Law  99-145;  99 
Stat  621),  relating  to  the  obligation  of  funds 
appropriated  for  civilian  personnel 

(66)  The  report  required  by  section  1002  of 
the  Department  of  Defense  Authorization 


Act,  1986  (Public  Law  99-145;  99  Stat.  705). 
relating  to  Soviet  compliance  with  arms 
control  commitments. 

(67)  The  annual  report  required  by  section 
1221(d)(2)  of  the  Department  of  Defense  Au- 
thorization Act.  1986  (Public  Law  99-145;  99 
Stat.  727),  relating  to  a  research  program  to 
support  the  polygraph  activities  of  the  De- 
partment of  Defense. 

(68)  The  annual  reports  required  by  sec- 
tion 1407  of  the  Department  of  Defense  Au- 
thorization Act,  1986  (Public  Law  99-145;  99 
Stat.  745).  relating  to  unobligated  balances 
in  appropriation  accounts. 

(69)(A)  The  certifications  required  by  sub- 
sections (b)  and  (c)(2)  of  section  1411  of  the 
Department  of  Defense  Authorization  Act. 
1986  (Public  Law  99-145;  99  Stat.  745).  relat- 
ing to  the  procurement  or  assembly  of 
binary  chemical  weapons. 

(B)  The  report  required  by  subsection  (e) 
of  such  section,  relating  to  consultations 
among  North  Atlantic  Treaty  Organization 
member  nations  concerning  North  Atlantic 
Treaty  Organization's  chemical  deterrent 
posture. 

(70)  The  annual  reports  required  by  sec- 
tion 704  of  the  Military  Construction  Au- 
thorization Act.  1982  (Public  Law  97-99;  95 
Stat.  1377).  relating  to  contracts  for  con- 
struction in  the  United  States  and  its  pos- 
sessions. 

(71)  The  economic  analyses  required  by 
section  802(d)(1)  of  the  Military  Construc- 
tion Authorization  Act.  1984  (97  Slat.  784; 
10  U.S.C.  2S21  note),  relating  to  proposed 
military  housing  rental  guarantee  agree- 
ments. 

(721  The  notifications  required  by  section 
803(b)(2)  of  the  Military  Co7istruction  Au- 
thorization Act,  1984  (97  Stat.  785;  10  U.S.C. 
2821  note),  relating  to  waivers  of  a  require- 
ment to  use  manufactured  or  factory-built 
housing  fabricated  in  the  United  States  by  a 
United  States  contractor  for  military  family 
housing  construction  in  foreign  countries. 

(731  The  report  required  by  section  840(d) 
of  the  Military  Construction  Authorization 
Act.  1986  (Public  Law  99-167;  99  Stat.  998). 
relating  to  the  sale  of  land  at  Fort  Jackson. 
South  Carolina. 

(74)  The  notifications  required  by  the  pro- 
viso in  section  8005(m)  of  the  Department  of 
Defense  Appropriations  Act.  1985  (as  con- 
tained in  section  lOKh)  of  Public  Law  98- 
473  (98  Stat.  1923)).  relating  to  unusual  cost 
overruns  incident  to  overhaul,  maintenance, 
and  repair  for  certain  ships. 

(75)  The  annual  report  required  by  section 
8104(b)  of  the  Department  of  Defense  Appro- 
priations Act.  1985  (as  contained  in  section 
101(h)  of  Public  Law  98-473  (98  Stat.  1942)). 
relating  to  consultations  with  members  of 
common  defense  alliances  concerning  Stra- 
tegic Defense  Initiative  research. 

(76)  The  notifications  required  by  section 

8020  or  8021  of  the  Department  of  Defense 
Appropriations  Act.  1986  (as  contained  in 
section  101(b)  of  Public  Law  99-190  (99  Stat. 
1206)),  relating  to  transfers  of  working  cap- 
ital funds. 

(77)  The  notifications  required  by  section 

8021  of  the  Department  of  Defense  Appro- 
priations Act,  1986  (as  contained  in  section 
101(b)  of  Public  Law  99-190  (99  Stat.  1206)). 
relating  to  the  obligation  of  working  capital 
funds  to  procure  war  reserve  material  inven- 
tory. 

(78)  The  notifications  required  by  section 
8042  of  the  Department  of  Defense  Appro- 
priations Act.  1986  (as  contained  in  section 
101(b)  of  Public  Law  99-190  (99  Stat.  1210)). 
relating  to  the  availability  of  appropriated 
funds  for  intelligence  or  special  activities 


different  from  activities  justified  to  the  Con- 
gress. 

(79)  The  notification  required  by  section 
8075  of  the  Department  of  Defense  Appro- 
priations Act,  1986  (as  contained  in  section 
lOKb)  of  Public  Law  99-190  (99  Stat.  1214)), 
relating  to  the  acquisition  of  certain  types 
of  weapons,  subsystems,  and  munitions  of 
European  North  Atlantic  Treaty  Organiza- 
tion manufacture. 

(80)  The  certification  required  by  section 
8097  of  the  Department  of  Defense  Appro- 
priations Act.  1986  (a^  contained  in  section 
lOKb)  of  Public  Law  99-190  (99  Stat.  1219)), 
relating  to  the  obligation  or  expenditure  of 
funds  to  carry  out  a  test  of  the  Space  De- 
fense System  (anti-satellite  weapon)  against 
an  object  in  space. 

(81)  The  annual  report  required  by  the 
third  proviso  in  the  undesignated  paragraph 
under  the  heading  ''Foreign  Currency 
Fluctuation.  Construction.  Defense"  in  the 
Military  Construction  Appropriation  Act, 
1980  (Public  Law  96-130;  93  Stat.  1019).  re- 
lating to  transfers  of  appropriated  funds  to 
eliminate  losses  in  military  construction  or 
expenses  of  family  housing  caused  by  fluctu- 
ations in  foreign  currency  exchange  rates  of 
foreign  countries. 

(82)  The  reports  required  by  section  125(a) 
of  the  Military  Construction  Appropriations 
Act.  1985  (as  contained  in  section  101(e)  of 
Public  Law  98-473  (98  Stat.  18831).  relating 
to  terminations  of  a  prohibition  on  the 
availability  of  appropriated  military  con- 
struction funds  to  foreign  governments  in- 
eligible to  receive  such  funds  by  reason  of 
inadequate  drug  control  measures. 

(83)(A)  The  semiannual  report  required  by 
section  5<b)  of  the  Inspector  General  Act  of 
1978  (5  U.S.C.  App.  3).  relating  to  activities 
of  the  Inspector  General  of  the  Department 
of  Defense. 

(B)  The  reports  required  by  section  5(d)  of 
such  Act  (5  U.S.C.  App.  3).  relating  to  par- 
ticular cases  of  problems,  abuses,  or  defi- 
ciencies which  have  come  to  the  attention  of 
the  Inspector  General  of  the  Department  of 
Defense. 

(C)  The  statements  required  by  paragraphs 
(3)  and  (4)  of  section  8(b)  of  such  Act  (5 
U.S.C.  App.  3).  relating  to  the  exercise  of  cer- 
tain authority  of  the  Secrctai-y  of  Defense 
with  respect  to  the  activities  of  the  Inspector 
General  of  the  Department  of  Defense. 

(84)  The  requirement  to  furnish  informa- 
tion and  to  report  to  Congress  concerning 
intelligence  activities  as  provided  in  title  V 
of  the  National  Security  Act  of  1947  (50 
U.S.C.  413etseq.). 

(85)  Reports  and  information  required  to 
be  furnished  under  the  following  provisions 
of  law; 

(A)  Section  1601(e)  of  title  10.  United 
States  Code,  relating  to  the  Defense  Intelli- 
gence Senior  Executive  SenHce. 

(B)  Section  1604(e)  of  title  10.  United 
States  Code,  relating  to  termination  of  cer- 
tain Defense  Intelligence  Agency  personnel. 

(C)  Section  1605  of  title  10.  United  States 
Code,  relating  to  benefits  and  allowances  for 
certain  Defense  Intelligence  Agency  civilian 
personnel. 

(D)  Section  431  of  title  37.  United  States 
Code,  relating  to  benefits  and  allowances  for 
certain  military  personnel  assigned  to  the 
Defense  Intelligence  Agency. 

(el  Change  From  Quarterly  to  Annual 
Report. -Section  406(i)  of  tiUe  37.  United 
States  Code,  is  amended— 

(1)  by  striking  out  "quarter"  in  the  matter 
preceding  clause  (1);  and 
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(2)  by  striking  out  "quarter"  in  clauses  II) 
and  12)  and  inserting  in  lieu  thereof  "fiscal 
year". 

SBC.  3304.  OEPITY  CHAIRMAS  OF  JOIST  CHIEFS  OF 
STAFF. 

(a)  ESTABUSHMENT  OF  POSITION  OF  DEPUTY 

Chairman.— (IJ  Chapter  5  of  title  10,  United 
States  Code,  is  amended  by  inserting  after 
section  142  the  following  new  section: 
"§  Uia.  Depufy  Chairman 

"(a)(1)  There  is  a  Deputy  Chairman  of  the 
Joint  Chiefs  of  Staff  The  Deputy  (yiairman 
shall  be  appointed  by  the  President,  by  and 
with  the  advice  and  consent  of  the  Senate, 
from  the  officers  of  the  regular  components 
of  the  armed  forces. 

"(2)  The  Chairman  and  Deputy  Chairman 
may  not  be  members  of  the  same  armed 
force.  However,  the  Secretary  of  Defense  may 
waive  the  limitation  in  the  preceding  sen- 
tence for  a  limited  period  of  time. 

"(3)  The  Deputy  Chairman  serves  at  the 
pleasure  of  the  President  for  a  term  of  four 
years  and  may  6e  reappointed  in  the  same 
manner  for  one  additional  term.  However, 
in  time  of  war  declared  by  Congress  there  is 
no  limit  on  the  number  of  reappointments. 

"(b)(1)  The  Deputy  Chairman  exercises 
such  duties  as  may  be  delegated  by  the 
Chairman  with  the  approval  of  the  Secre- 
tary of  Defense. 

"(2)  When  there  is  a  vacany  in  the  office 
of  Chairman  or  in  the  absence  or  disability 
of  the  Chairman,  the  Deputy  Chairman  acts 
as  Chairman  and  performs  the  duties  of  the 
Chairman  until  a  successor  is  appointed  or 
the  absence  or  disability  ceases. 

"(c)  The  Deputy  Chairman  is  the  director 
of  the  Joint  Staff 

"(d)  The  Deputy  Chairman  may  attend  all 
meetings  of  the  Joint  Chiefs  of  Staff  but  may 
not  vote  on  a  matter  before  the  Joint  Chiefs 
of  Staff  except  when  acting  as  Chairman. 

"(e)  The  Deputy  Chairman,  while  so  serv- 
ing, holds  the  rank  of  general  or,  in  the  case 
of  an  officer  of  the  Navy,  admiral  and  out- 
ranks all  other  officers  of  the  armed  forces 
except  the  Chairman.  The  Deputy  Chairman 
may  not  exercise  military  command  over  the 
Joint  Chiefs  of  Staff  or  over  any  of  the 
armed  forces. ". 

(2)  The  table  of  sections  at  the  beginning 
of  such   chapter  is   amended   by  inserting 
after  the  item  relating  to  section  142  the  fol- 
lowing new  item: 
"142a.  Deputy  Chairman. ". 

(b)  Exemption  From  Grade  Limitations.— 
Section  525'b)<3)  of  such  title  is  amended  by 
inserting  "or  Deputy  Chairman"  after 
"Chairman". 

(c)  Conforming  Amendment.— Subsection 
(b)  of  section  143  of  such  title  is  repealed. 

DIVISIOS  E—MISCELLASEOLS  GESERAL 
PROVISIOSS 
SEC.  49$l.  CLERICAL  AME\DME\TS. 

(a)  Amendments  to  Title  10.— Title  10. 
United  States  Code,  is  amended  oi  follows: 

(1)  The  text  of  section  775  (as  redesignated 
by  section  502)  is  amended  to  read  as  fol- 
lows: 

"This  chapter  applies  in— 

"(1)  the  United  States: 

"(2)  the  territories,  commonwealths,  and 
possessions  of  the  United  States:  and 

"(3)  all  other  places  under  the  jurisdiction 
of  the  United  States. ". 

(2)  Section  976(a)(1)  is  amended  by  strik- 
ing out  the  second  comma  before  "(B)". 

(3)  Section  1035  is  amended— 

(A)  by  striking  out  "armed  force"  in  sub- 
section (a)  and  inserting  in  lieu  thereof 
"armed  forces":  and 

(B)  by  striking  out  "the  date  designated  by 
the  President  by  Executive  order  as  the  date 


of  the  termination  of  combatant  activities 
in  Vietnam"  in  subsection  (b)  and  inserting 
in  lieu  thereof  "May  7,  1975". 

(4)  Section  1087(b)(2)  is  amended  by  strik- 
ing out  "title  XVIII"  and  all  that  follows 
and  inserting  in  lieu  thereof  "title  XVIII  of 
the  Social  Security  Act  (42  U.S.C.  1395c  et 
seg.)).". 

(5)  Section  1094(d)  is  amended  by  realign- 
ing paragraph  (2)  so  as  to  be  indented  two 
ems  (rather  than  four  ems). 

(6)  Section  1208  (a)(2)(A)  is  amended  by 
striking  out  "after  February  2,  1901". 

(7)  Section  1216(d)  is  amended  by  striking 
out  "who  is  in  pay  grade"  and  all  that  fol- 
lows through  "Air  Force"  and  inserting  in 
lieu  thereof  "who  is  a  general  officer  or  flag 
officer  or  is  a  medical  officer". 

(8)(A)  Section  1447(2)(A)  is  amended  by 
striking  out  "or  retainer"  both  places  it  ap- 
pears. 

(B)  Section  1448(a)(5)  is  amended  by  strik- 
ing out  "an  annuity  by  virtue  of  eligiblity 
under  paragraph  (1)(B)"  in  the  fourth  sen- 
tence and  inserting  in  lieu  thereof  "a  re- 
serve-component annuity". 

(C)  Section  1450(c)  is  amended  by  insert- 
ing "dependency  and  indemnity"  before 
"compensation"  the  first  place  it  appears  in 
the  first  sentence. 

(D)  Section  1451(a)(1)(A)  is  amended  by 
striking  out  "subsection"  and  inserting  in 
lieu  thereof  "section". 

(E)  Section  1452(h)  is  amended  by  striking 
out  "and  retainer". 

(9)  Section  1603  is  amended— 

(A)  by  striking  out  "this"  after  "Nothing 
in":  and 

(B)  by  striking  out  "this  sections  1601  and 
1602  of  this  title"  and  inserting  in  lieu 
thereof  "those  sections". 

(10)  The  heading  of  section  1623  is  amend- 
ed to  read  as  follows: 

"§  IS23.    Education,    training,    and  experience   re- 
quirements: flag  and  general  officers  ". 

(11)  Section  2236(b)  is  amended  by  strik- 
ing out  ",  territory,  the  Commonwealth  of 
Puerto  Rico,  or  the  District  of  Columbia,  as 
the  case  may  be. ". 

(12)  The  item  relating  to  section  2319  in 
the   table  of  sections   at   the   beginning  of 
chapter  137  is  amended  to  read  as  follows: 
"2319.  Encouragement  of  new  competitors.". 

(13)  Section  2302(2)(A)  is  amended  by 
striking  out  "(41  U.S.C."  and -inserting  in 
lieu  thereof  "(40  U.S.C.  ". 

(14)  Section  2304(b)(2)  is  amended  by 
striking  out  "15  U.S.C.  639:"  and  inserting 
in  lieu  thereof  "15  U.S.C.  638,  ". 

(15)  Section  2407(g)(2)  is  amended  by 
striking  out  "the  Military  Cargo  Preference 
Act  of  1904  (10  U.S.C.  2631)  and  the  Cargo 
Preference  Act  of  1954  (46  U.S.C.  1241<b)i" 
and  inserting  in  lieu  thereof  "section  2631  of 
this  title  and  section  901(b)  of  the  Merchant 
Marine  Act,  1936  (46  U.S.C.  App.  1241(b))". 

(16)  Section  2672  is  amended— 

(A)  by  inserting  "(1)"  in  subsection  (a) 
after  "(a)"; 

(B)  by  striking  out  "he  or  his  designee"  in 
clause  (A)  of  subsection  (a)  and  inserting  in 
lieu  thereof  "the  Secretary": 

(C)  by  designating  the  second  sentence  of 
subsection  (a)  as  paragraph  (2): 

(D)  by  transferring  the  third  sentence  of 
subsection  (a)  to  the  end  of  the  section  and 
designating  that  sentence  as  subsection  (c): 
and 

(E)  by  striking  out  "interest"  in  the  section 
heading  and  inserting  in  lieu  thereof  "inter- 
ests". 

(17)(A)  Section  2676(c)(2)(B)  is  amended 
by  striking  out  "the  agreed"  and  all  that  fol- 
lows through  "exceeds  the"  and  inserting  in 


lieu  thereof  "the  agreed  price  for  the  land  or, 
in  the  case  of  land  to  be  acquired  by  con- 
demnation, the  amount  to  be  deposited  with 
the  court  as  just  compensation  for  the  land, 
exceeds  the". 

(B)  The  amendment  made  by  subpara- 
graph (A)  shall  take  effect  as  if  included  in 
the  enactment  of  section  802(2)  of  the  Mili- 
tary Construction  Authorization  Act,  1985 
(Public  Law  98-407;  98  Stat.  1519). 

118)  Section  2683(b)  is  amended  by  strik- 
ing out  "this"  before  "subsection  (a)". 

(19)  Section  2775  is  amended— 

(A)  in  subsection  (a)(1),  by  striking  out  "it 
is"  and  all  that  follows  through  "that  the" 
and  inserting  in  lieu  thereof  "(as  deter- 
mined under  regulations  prescribed  by  the 
Secretary  of  Defense  or  the  Secretary  of 
Transportation  with  respect  to  the  Coast 
Guard  when  it  is  not  operating  as  a  service 
in  the  Navy)  the": 

(B)  in  subsection  (b)— 

(i)  by  inserting  a  comma  after  "Secretary 
of  Defense": 

(ii)  by  striking  out  "when  the  Coast 
Guard"  and  inserting  in  lieu  thereof  "with 
respect  to  the  Coast  Guard  when  it ":  and 

(Hi)  by  inserting  a  comma  after  "Navy"; 
and 

(C)  in  subsection  (e),  by  striking  out 
"when  the  Coast  Guard"  and  inserting  in 
lieu  thereof  "with  respect  to  the  Coast 
Guard  when  it". 

(20)  Section  2809  is  amended— 
(A)  in  subsection  (a)(1)— 

(i)  by  striking  out  "contracts"  and  insert- 
ing in  lieu  thereof  "a  contract": 

di)  by  striking  out  "facilities"  the  first 
place  it  appears  and  inserting  in  lieu  there- 
of "a  facility"; 

(Hi)  by  striking  out  "military  installa- 
tions" and  inserting  in  lieu  thereof  "a  mili- 
tary installation"; 

(iv)  by  inserting  a  comma  after  "waste 
water  treatment"; 

(V)  by  striking  out  "cases"  and  inserting 
in  lieu  thereof  "a  case" 

(vi)  by  striking  out  "facilities"  the  second 
place  it  appears  and  inserting  in  lieu  there- 
of "facility":  and 

(vil)  by  striking  out  "long-term  contracts" 
and  inserting  in  lieu  thereof  "a  long-term 
contract": 

IB)  in  subsection  (a)(2),  by  striking  out 
"subsection  la)"  and  inserting  in  lieu  there- 
of "this  section": 

IC)  in  subsection  Ia)l3),  by  striking  out 
"twenty"  and  inserting  in  lieu  thereof  "20"; 

ID)  in  subsection  (a)(4),  by  striking  out 
"the"  before  "Congress":  and 

(E)  in  subsection  (b),  by  striking  out  "the 
authority  of  subsection  (a)  of". 

(21 X A)  Section  2860  is  amended— 

(i)  by  striking  out  "defense  agency"  and 
inserting  in  lieu  thereof  "to  the  Secretary  of 
Defense"; 

Hi)  by  inserting  "for  obligation"  after 
"remain  available";  and 

(Hi)  by  striking  out  "the"  before  "appro- 
priation Acts". 

IB)  The  item  relating  to  that  section  in  the 
table  of  sections  at  the  t>eginning  of  sub- 
chapter III  of  chapter  169  is  amended  by 
striking  out  the  last  three  words. 

122)  The  items  relating  to  chapter  138  in 
the  table  of  chapters  at  the  beginning  of  sub- 
title A.  and  in  the  table  of  chapters  at  the  be- 
ginning of  part  IV  of  subtitle  A,  are  amend- 
ed by  striking  out  "2321"  and  inserting  in 
lieu  thereof  "2341 ". 

(23)  Section  5155(c)  is  amended  by  strik- 
ing out  "commodore"  and  inserting  in  lieu 
thereof  "rear  admiral  (lower  half)". 
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tion  602(a)(2)  o. 
Authorization  A 
98  Stat  2534),  ii 

(1)  by  strikin 
and  all  that  foil 
and  inserting  iri 
period  describee 

(2)  by  striking 
1985,    and    be.fc 
change"    and 
"during  such  pe 

(3)  by  adding 
"(B)   The  per 

graph  (A)  is  th( 
ary  1,  1985,  ana 
of  a  change  m 
basic  allowanct 
the  rates  for  si 
less  than  7  perc 
effect  on  Janua 
(b)  Effectiv 
made  by  subsec 
October  1,  1986, 
of  this  Act,  whU 

SEC.  4003.  TECH.Sn 
E\Al 
FE.\S 

(a)  Aviation 
tion  301(a)  of 
(as  amended  b 
Department  of 
1986  (Public  L 
amended  to  rea 

"(1)  involvin 
ticipation  in  ai 
as  determined 
except  for  a  m 
centive  pay  i 
title;". 

(b)  Clarifica 
tion  602(f)(2)  c 
Authorization . 
^os  amended  bi 
ment  of  Defens 
Stat  637)),  is  a 

(11  by  strikin 
a  result  of  in 
serting  in  lieu 
conjunction  wr 

(21  in  subpar 

(A)  by  strikii 
serting  in  lieu 

(B)  by  strik 
and  all  that  J 
thereof",  excel 
an  unaccompa 
Hawaii  may  b 
lowance  based 
ber's  dependen 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24067 


'  the  land  or, 
ired  by  con- 
posited  with 
for  the  land. 


iking  out  "it 
h  "that  the" 

"fas  deter- 
ribed  by  the 
Secretary  of 
0  the  Coast 

as  a  service 


the    Coast 
hereof  "with 
it";  and 
fter  "Navy"; 

Uriking    out 

inserting  in 

the    Coast 


'  and  insert- 

;s"  the  first 
n  lieu  there- 

'.ry  installa- 
reof  "a  mili- 

ifter  "waste 

id  inserting 

"  the  second 
n  lieu  there- 

n  contracts" 
'a  long-term 

striking  out 
n  lieu  there- 
striking  out 
'hereof  "20": 
striking  out 

ing  out  "the 


ition"  after 
'ore  "appro- 
action  in  the 
.ing  of  sub- 
imended  by 

ipter  138  in 
ning  of  sub- 
•rs  at  the  be- 
are  amend- 
inserting  in 


124)  The  heading  of  section  5442  is  amend- 
ed by  striking  out  the  second  colon  and  in- 
serting in  lieu  thereof  a  semicolon. 

(b)  Amendments  to  Title  37.— 

(1)  Section  302(h)  of  title  37,  United  States 
Code,  is  amended  by  striking  out  "para- 
graph (1)  of  this  subsection"  and  inserting 
in  lieu  thereof  "subsection  (c)(2)  or  (f)  of 
this  section  ". 

(2)  Section  404(d)(1)(C)  of  such  title  is 
amended  by  striking  out  "clause  (1)  of  this 
subsection"  and  inserting  in  lieu  thereof 
"subparagraph  (A)  of  this  paragraph". 

(3)  The  heading  of  section  405a  of  such 
title  is  amended  to  read  as  follows: 

"§40Sa.  Travel  and  transportation  allowanees:  de- 
parture allowaneei ". 

(c)  Amendments  to  Title  14.— Sections 
256(b)  and  288(a)  of  title  14,  United  States 
Code,  are  amended  by  striking  out  "commo- 
dore" and  inserting  in  lieu  thereof  "rear  ad- 
miral (lower  half )"■ 

SEC.    4002.    TECH.MCAL    a>RRECriO.\    TO    DEPART- 

me\t  of  defense  avthorizatios 

act.  I9HS. 

(a)  Correction  of  BAQ  Save-Pay.— Sec- 
tion 602(a)(2)  of  the  Department  of  Defense 
Authorization  Act,  1985  (Public  Law  98-525: 
98  Stat.  2534),  is  amended— 

(1)  by  striking  out  "During  the  period" 
and  all  that  follows  through  "paragraph  (1)" 
and  inserting  in  lieu  thereof  "(A)  During  the 
period  described  in  subparagraph  (B) ": 

(2)  by  striking  out  "on  or  after  January  1, 
1985.  and  before  the  date  of  any  such 
change"  and  inserting  in  lieu  thereof 
"during  such  period":  and 

(3)  by  adding  at  the  end  the  following: 
"(B)  The  period  referred  to  in  subpara- 
graph (A)  is  the  period  beginning  on  Janu- 
ary 1,  1985,  and  ending  on  the  effective  date 
of  a  change  made  by  law  in  the  rates  of 
basic  allowance  for  quarters  that  increases 
the  rates  for  such  allowance  to  a  level  not 
less  than  7  percent  greater  than  the  rates  in 
effect  on  January  1,  1985. ". 

(b)  Effective  Date.— The  amendments 
made  by  subsection  (a)  shall  take  effect  on 
October  1,  1986.  or  the  date  of  the  enactment 
of  this  Act  whichever  is  later. 

SEC  4003.  TECHMCAL  CORRECTIOSS  TO  PR0yiSI0.\S 
E.yiCTED  Hi  UEPARTMEST  OF  DE- 
FESSE  AVTHORIZATIOS  ACT.  I9HS. 

(a)  Aviation  Pay.— Paragraph  (1)  of  sec- 
tion 301(a)  of  title  37,  United  States  Code 
(as  amended  by  section  635(a)(1)(A)  of  the 
Department  of  Defense  Authorization  Act 
1986  (Public  Law  99-145:  99  Stat  647)),  is 
amended  to  read  as  follows: 

"(1)  involving  frequent  and  regular  par- 
ticipation in  aerial  flight  as  a  crew  member, 
as  determined  by  the  Secretary  concerned, 
except  for  a  member  who  is  entitled  to  in- 
centive pay  under  section  301a  of  this 
title:". 

(bl  Clarification  of  VHA  Save  Pay.— Sec- 
tion 602(f)(2)  of  the  Department  of  Defense 
Authorization  Act  1985  (Public  Law  98-525) 
(as  amended  by  section  603(b)  of  the  Depart- 
ment of  Defense  Authorization  Act  1986  (99 
Stat  637)),  is  amended— 

(1)  by  striking  out  "departs  that  station  as 
a  result  of"  in  subparagraph  (B)(i)  and  in- 
serting in  lieu  thereof  "changes  residence  in 
conjunction  with  ";  and 

(2)  in  subparagraph  (O— 

(A)  by  striking  out  "Any  member"  and  in- 
serting in  lieu  thereof  "A  member":  and 

(B)  by  striking  out  "under  paragraph" 
and  all  that  follows  and  inserting  in  lieu 
thereof  ",  except  that  such  a  member  serving 
an  unaccompanied  tour  of  duty  in  Alaska  or 
Hawaii  may  be  paid  a  variable  housing  al- 
lowance based  on  the  residence  of  the  mem- 
ber's dependents  in  another  State. ". 


(c)  Dental  Officers'  Save  Pay.— Section 
639(d)  of  the  Department  of  Defense  Author- 
ization Act  1986  (99  Stat  651),  is  amend- 
ed- 

(1)  by  striking  out  "shall  be  entitled  to 
such  pay  in  an  annual  amount  that  is  not 
less  than"  and  inserting  in  lieu  thereof 
"may  (notwithstanding  the  provisions  of 
such  section  and  in  the  discretion  of  the  Sec- 
retary concerned)  be  paid  such  pay,  in  order 
to  prevent  inequities,  in  an  annual  amount 
equal  to";  and 

(2)  by  striking  out  "was  entitled  on  Sep- 
tember 30,  1985. "  and  inserting  in  lieu  there- 
of "would  have  been  entitled  on  September 
30,  1985,  in  accordance  with  the  status  of 
the  officer  (as  determined  by  the  Secretary 
concerned)  during  the  period  for  which  the 
pay  is  paid.  Notwithstanding  the  preceding 
sentence,  an  officer  may  not  be  paid  special 
pay  by  reason  of  this  paragraph  in  an 
amount  greater  than  the  amount  of  special 
pay  to  which  the  officer  was  entitled  under 
such  sections  on  September  30,  1985. ". 

(dt  Reserve  Medical  Officers  Special 
Pay.— Subparagraph  (B)  of  section  302(h)(1) 
of  title  37,  United  States  Code  (as  amended 
by  section  640  of  the  Department  of  Defense 
Authorization  Act  1986  (99  Stat  652)),  is 
amended  to  read  as  follows: 

"(B)  who  is  on  active  duty  under  a  call  or 
order  to  active  duty  for  a  period  of  less  than 
one  year;". 

(e)  Repeal  of  Duplicative  Amendments.— 
Subsection  (a)  of  section  1102  of  the  Depart 
ment  of  Defense  Authorization  Act  1986  (99 
Stat  708),  and  the  amendments  made  by 
that  subsection  are  repealed,  and  the  Arms 
Export  Control  Act  shall  apply  as  if  that 
subsection  had  not  been  enacted. 

(f)  Correction  of  Section  Reference.— 
Section  719(h)(1)  of  the  Defense  Production 
Act  of  1950  (50  U.S.C.  App.  2169(h)(1)).  as 
amended  by  section  934(b)  of  the  Depart- 
ment of  Defense  Authorization  Act  1986,  is 
amended  by  striking  out  "Public  Law  92-41" 
in  the  third  sentence  and  inserting  in  lieu 
thereof  "section  105(b)(2)  of  the  Renegoti- 
ation Act  of  1951". 

(g)  Correction  of  Section  Amended.— Sec- 
tion 522(a)(2)  of  Department  of  Defense  Au- 
thorization Act  1986  (99  Stat  631),  is 
amended  by  striking  out  "Section  3851(c)" 
and  inserting  in  lieu  thereof  "Section 
3851(d)",  and  the  subsection  inserted  by  the 
amendment  made  by  that  section  is  redesig- 
nated as  subsection  (d). 

(h)  Effectiveness  of  Amendments.— 

(1)  The  amendments  made  by  subsections 
(a)  through  (dl  shall  lake  effect  on  October 
1,  1986,  or  the  date  of  the  enactment  of'this 
Act  whichever  is  later. 

(2)  The  amendments  made  by  subsections 
(f)  and  (g)  shall  apply  as  if  included  in  the 
enactment  of  the  Department  of  Defense  Au- 
thorization Act  1986  (Public  Law  99-145). 
SEC.  4004.  CIVIL  AIR  PATROL 

(a)  Payment  of  Expenses  of  Placing 
Equipment  Into  Serviceable  Condition.— 
Section  9441(b)(9)  of  title  10.  United  States 
Code,  is  amended  by  striking  out  "a  major 
item  of  equipment  furnished  to  the  Civil  Air 
Patrol  under' clause  -(1)"  and  inserting  in 
lieu  thereof  "major  items  of  equipment  (in- 
cluding aircraft  motor  vehicles,  and  com- 
munications equipment)  owned  by  the  Civil 
Air  Patrol". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  with  re- 
spect to  funds  appropriated  for  fiscal  years 
after  fiscal  year  1986. 

.SEC  400S.  ADJISTMEST  l.\  DATE  MILITARY  PAY  TO 
BE  PAYABLE. 

(a)  Pay  To  Be  Payable  First  Day  of  Fol- 
lowing Month.— (1)  Chapter  19  of  title  37, 


United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 

"S 1013.  Payment  date  for  pay  and  allowances 

"(a)  Amounts  of  basic  pay.  basic  allow- 
ance for  quarters,  basic  allowance  for  sub- 
sistence, and  other  payments  of  military 
compensation  (other  than  travel  and  trans- 
portation allowances  and  separation  allow- 
ances) shall  be  paid  on  the  first  day  of  the 
month  beginning  after  the  month  during 
which  the  right  to  such  compensation  ac- 
crues. 

"(b)  Subsection  (a)  does  not  preclude  one 
payment  in  mid-month  for  any  element  of 
compensation  and  does  not  affect  any  au- 
thority to  make  advance  payments  of  pay 
and  allowances. ". 

(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 

"1013.    Payment   date  for  pay   and   allow- 
ances. ". 

(b)  Retirement  Accrual  Charge.— Section 
1466(a)(2)  of  title  10,  United  States  Code,  is 
amended  by  striking  out  "paid"  and  insert- 
ing in  lieu  thereof  "accrued". 

(c)  Effective  Date.— Section  1013  of  title 
37,  United  States  Code,  as  added  by  subsec- 
tion (a),  and  the  amendment  made  by  sub- 
section (b)  shall  take  effect  on  September  1, 
1987. 

SEC  4006.  REDCCTIOSS  is  AITHORIZATIOSS. 

(a)  Reductions  Through  Elimination  or 
Reduction  in  Certain  Programs.— Sums  au- 
thorized to  be  appropriated  in  this  Act  are 
hereby  reduced  as  follows: 


Section 


Account 


Reduction 
Amnunt 


DePARTMEST  or  Defense  Authorizations 


lOKal       Missile 

procurement. 

Army. 
Weapons  and 

tracked  combat 

vehicles.  Army. 
Ammunition. 

Army. 
Other 

procurement. 

Army. 
102(a)       Aircraft 

procurement. 

Navy. 
102<bl        Weapons 

procurement. 

Navy. 
102ICI       Shipbuilding  and 

conversion. 

Navy. 
102idi       Other 

procurement. 

Na  vy. 
102le)        Procurement 

Marine  Corps. 
103(a)       Aircraft 

procurement.  Air 

Force. 
Missile 

procurement.  Air 

Force. 
Other 

procurement.  Air 

Force. 
1Q4  Procurement. 

Defense  Agencies. 
201  Resea  rch, 

development, 

test,  and 

evaluation. 

Army 

Research. 

development, 

test,  and 

evaluation. 

Navy  (including 

the  Marine 

Corps) 

Rf  sea  re  A. 

development, 

test,  and 

evaluation.  Air 

Force 


S129.SOO.OO0 

$49,300,000 

S37.800.000 
S182.300.000 

$680,900,000 

$138,200,000 

$798,600,000 

$74,900,000 

$40,200,000 
$994,200,000 

$11,700,000 

$214. 700.000 

$41,000,000 

$54,400,000 

$456,100,000 
$407,100,000 
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Section 


Account 


Reduction 
Amount 


Research. 

deielopment, 

test,  and 

evaluation. 

Defense  Agencies. 
Mi         •  Operation  and 

maintenance. 

Army. 
Oj>eration  and 

maintenance. 

Navy. 
Operation  and 

maintenance. 

Air  Force. 
Operation  and 

maintenance. 

Defense  Agencies. 
National  Board 

for  the 

Promotion  of 

Rifle  Practice 

foreign  Currency. 

Fluctuations. 

Defense. 
312  Aid  to  Afghanistan. 

Military  Construct/on  Authorizations 
2110  Military  t99.100,000 

construction. 

Army. 


t461.S00.000 
$700,000 


teo.ooo.ooo 


S26S.800,000 


$31,300,000 


$3,400,000 
$495,000,000 


$6,000,000 


Inside  the 
United  States. 

Outside  the 
United  Stales. 
2210  Military 

construction. 
Navy. 

Inside  the 
United  States. 

Outside  the 
United  States. 

Military 
family  housing 
construction. 
2306  Military 

construction.  Air 
Force. 


$50,210,000 

$48,890,000 

$100,350,000 

$78,480,000 

$1,870,000 

$20,000,000 

$97,730,000 


Inside  the  $53,150,000 

United  States. 

Outside  the  $44,580,000 

United  States. 

Department  of  Energy  National  Security 
Programs 

3011  Operating  $100,000,000 

Expenses. 


301111) 


3011(41 


Weapons 
activities. 

Research 
and  development. 

Weapons 
testing. 

Production 
and  suneillance. 
Defense  nuclear 
materials 
production 


$81,000,000 
$41,000,000 
$22,000,000 
$18,000,000 

$10,000,000 


3011151 


Uranium 
enrichment  for 
naval  reactors. 

Processing  of 
defense  nuclear 
materials. 

Defense  nuclear 
waste  and 
byproduct 
management 


$6,000,000 
$4,000,000 

$9,000,000 


3U2 


Mti 


Interim  waste 

management. 
Long-term 

waste 

management 

technology. 
Plant  and  capital 

equipment 
Weapons 

activities, 

project  84-D-211 . 
Strategic  Defense 

Initiative. 


$6,000,000 
$3,000,000 


$10,000,000 
$63,000,000 


(bJ  Obugation  Limitations.— Limitations 
on  obligations  in  this  Act  are  hereby  reduced 
as  follows: 


Section 
1021b  J 


1021c/ 


102(d) 


Program 

Missile  programs.. 
MK-48  torpedo 

program. 
DDG51  Guided 

missile 

Destroyer 

Program. 
Aviation  support 

equipment. 
Civil  engineering 

support 

equipment. 

supply  support 

equipment,  and 

command 

support 

equipment 


Reduction 
Amount 

$115,400,000 
$253,400,000 

$798,600,000 


$34,900,000 


$40,000,000 


SEC.  4007.  LIMITATIOS  0.\  OBLIGATIOS  OF  FISCAI. 
YEAR  I9HS  AM)  FISCAL  YEAH  IDSg 
Ft\D.S. 

Funds  appropriated  for  fiscal  years  1985 
and  1986  and  remaining  available  for  obli- 
gation may  not  be  obligated  as  follows: 


UMI 


Account 

Aircraft 
Procure- 
ment. 
Army. 

Missile 
Procure- 
ment. 
Army. 

Procure- 
ment of 
Weapons 
and 

Tracked 
Combat 
Vehicles. 
Army 

Procure- 
ment of 
Ammuni- 
tion. 
Army. 

Other 
Procure- 
ment. 
Army. 

Aircraft 
Procure- 
ment. 
Navy. 

Weapons 
Procure- 
ment. 
Na  vy. 

Shipbuild- 
ing and 
Conver- 
sion. 
Navy. 

Other 
Procure- 
ment. 
Navy. 

Procure- 
ment. 
Marine 
Corps. 

Aircraft 
Procure- 
ment. Air 
Force. 

Missile 
Procure- 
ment, Air 
Force. 

Other 
Procure- 
ment. Air 
Force. 

National 
Guard 
and 

Reserve 
Equip- 
ment  

Procure- 
ment, 
Defense 
Agencies. 

Research. 
Develop- 
ment. 
Test  and 
Evalua- 
tion. 
Army. 


Fiscal  year  Fiscal  year 

1985  amount  1986  amount 

$21,000,000  $110,800,000 


$21,400,000  $91,900,000 


$43,900,000  $211,400,000 

S3. 900.000  $30,300,000 


$15,600,000  $123,600,000 


$86,300,000  $446,100,000 


S48.800.000  $215,600,000 


$168,700,000  S367.500.000 


$16,100,000  $117,100,000 


$18,200,000  $52,000,000 


$212,500,000       .    $714,500,000 


$53,400,000  $326,400,000 


$19,100,000  $181,100,000 


Account 


Research. 
Develop- 
ment, 
Test  and 
Evalua- 
tion, 
Navy 

Research, 
Develop- 
ment. 
Test  and 
Evalua- 
tion. Air 
Force 

Research. 
Develop- 
ment. 
Test  and 
Evalua- 
tion. 
Defense 
Agencies... 

Director  of 
Test  and 
Evalua- 
tion, 
Defense..... 

Military 
Construc- 
tion. 
Army. 

Military 
Construc- 
tion, 
Navy. 

Military 
Construc- 
tion. Air 
Force. 

Military 
Construc- 
tion. 
Defense 
Agencies... 

Military 
Construc- 
tion. 
Army 
National 
Guard 

Military 
Construc- 
tion. Air 
National 
Guard 

Military 
■<^onstruc- 
tion. 
Army 
Reserve. 

Military 
Construc- 
tion. 
Naval 
Resenc. 

Military 
Construc- 
tion. Air 
Force 
Reserve. 

North 
Atlantic 
Treaty 
Organisa- 
tion 
Infra- 
structure... 

Family 
Housing. 
Army. 

Family 
Housing, 
Navy  and 
Marine 

Corps 

Family 
Housing. 
Air  Force. 
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Fiscal  year  Fiscal  year 

1985  amount         1986  amount 


$2,800,000 


$200,000 

so 


$0 


$71,900,000 


$6,000,000  $176,400,000 


$1,400,000  $84,700,000 


$0  $700,000 

$6,800,000  $64,400,000 


$6,800,000  $45,200,000 


$6,300,000  $43,200,000 


$1,900,000  $5,300,000 


$0  $2,500,000 


$3,300,000 
Sl. 800. 000 


$1,200,000 


$200,000  $1,800,000 


$0  $8,000,000 

$900,000  $19,400,000 


$400,000  $8,800,000 

$2,400,000  $12,300,000 


SEC. 


$900,000  $17,900,000 

$4,000,000  $31,000,000 


$1,900,000  $71,200,000 


4008.  AMENDMENT  OF  MILITARY  SELECTIVE 
SERVKE  ACT  TO  PROVIDE  ELIGIBILITY 
FOR  BENEFITS  TO  CERTAIN  PERSONS 
WHO  FAIL  TO  REGISTER. 

(a)  Eligibility  for  Benefits.— Section  12 
of  the  Military  Selective  Service  Act  (50 
U.S.C.  App.  462  J  (relating  to  penalties  J  is 
amended— 

(1)  by  striking  out  "Any  person"  in  subsec- 
tion (f)(1)  and  inserting  in  lieu  thereof 
"Except  as  provided  in  subsection  (g),  any 
person  ":  and 

(2)  by  adding  at  the  end  the  following  new 
subsection: 


"(g)  Any  perse 
honorable  condi 
or  who  is  pern 
not  be  denied  at 
under  Federal  la 
present  himself 
tion  under  sectU 

(b)  Applicabili 
by  subsection  (a 

(1)  to  a  perso 
ble  conditions  b 
the  enactment  o. 

(2)  to  rights, 
which  such  pers 
had  such  subse 
time  of  such  diS' 

Amend  th 
Act  to  authc 
fiscal  year  19 
of  the  Depa 
military  consi 
activities  of 
Energy,  to 
strengths  for 
Armed  Forces 
acquisition  pr 
poses.". 

The  SPEAI 
the  motion  o 
from  Wiscons 

The  motion 

The  Senatf 
read  a  third 
time,  and  pasi 

The  title 
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Fiscal  year 
J9S6  amount 


0  $71,900,000 


0  $176,400,000 


$84,700,000 


$700,000 
$64,400,000 


$45,200,000 


$43,200,000 


$5,300,000 


$2,500,000 


$3,300,000 
$1,800,000 


$1,200,000 


$1,800,000 


$8,000,000 
$19,400,000 


$8,800,000 
$12,300,000 
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"fgJ  Any  person  who  is  discharged  under 
honorable  conditions  from  the  Armed  Forces 
or  who  is  permanently  handicapped  may 
not  be  denied  any  right,  privilege,  or  benefit 
under  Federal  law  by  reason  of  his  failure  to 
present  himself  for  and  submit  to  registra- 
tion under  section  3.  "■ 

lb)  Applicability.— The  amendments  made 
by  subsection  la)  shall  apply— 

11)  to  a  person  discharged  under  honora- 
ble conditions  before,  on.  or  after  the  date  of 
the  enactment  of  this  Act;  and 

12)  to  rights,  benefits,  and  privileges  to 
which  such  person  would  have  been  entitled 
had  such  subsection  been  in  effect  at  the 
time  of  such  discharge. 

Amend  the  title  so  as  to  read:  "An 
Act  to  authorize  appropriations  for 
fiscal  year  1987  for  military  activities 
of  the  Department  of  Defense,  for 
military  construction,  and  for  defense 
activities  of  the  Department  of 
Energy,  to  prescribe  personnel 
strengths  for  such  fiscal  year  for  the 
Armed  Forces,  to  improve  the  defense 
acquisition  process,  and  for  other  pur- 
poses.". 

The  SPEAKER.  The  question  is  on 
the  motion  offered  by  the  gentleman 
from  Wisconsin  [Mr.  Aspin]. 

The  motion  was  agreed  to. 

The  Senate  bill  was  ordered  to  be 
read  a  third  time,  was  read  the  third 
time,  and  passed. 

The  title  of  the  Senate  bill  was 
amended  so  as  to  read:  "An  Act  to  au- 
thorize appropriations  for  fiscal  year 
1987  for  the  Armed  Forces  for  pro- 
curement, for  research,  development, 
test,  and  evaluation,  for  operation  and 
maintenance,  and  for  working  capital 
funds,  to  prescribe  personnel 
strengths  for  such  fiscal  year  for  the 
Armed  Forces,  and  for  other  pur- 
poses." 

A  motion  to  reconsider  was  laid  on 
the  table. 

A  similar  House  bill  (H.R.  4428)  was 
laid  on  the  table. 

APPOINTMENT  OF  CONFEREES  ON  S.  2638 

Mr.  ASPIN.  Mr.  Speaker,  I  ask  unan- 
imous consent  that  the  House  insist  on 
its  amendments  to  the  Senate  bill,  S. 
2638.  and  request  a  conference  with 
the  Senate  thereon. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Wisconsin?  The  Chair  hears  none,  and 
appoints  the  following  conferees: 

From  the  Committee  on  Armed 
Services  for  consideration  of  the  entire 
Senate  bill  and  House  amendment 
(unless  otherwise  restricted):  Messrs. 
Aspin,  Price,  Bennett,  Stratton, 
Nichols,  Daniel,  Montgomery,  and 
Dellums,  Mrs.  Schroeder,  Mrs. 
Byron,  Messrs.  Mavroules,  Hutto, 
Skelton,  McCurdy,  Ray,  Spratt, 
Dickinson,  Whitehurst,  and  Spence, 
Mrs.  Holt,  and  Messrs.  Hillis, 
Badham.  Stump,  Courter.  Hopkins, 
and  Davis. 

As  additional  conferees  from  the 
Permanent  Select  Committee  on  Intel- 
ligence solely  when  differences  regard- 
ing intelligence-related  activities  are 


under   consideration:   Messrs.   Hamil- 
ton, Stokes,  and  Cheney. 

As  additional  conferees  from  the 
Committee  on  Foreign  Affairs,  solely 
for  the  consideration  of  sections 
205(f),  952,  1205-1209,  1214-1217,  1228, 
1231,  and  1233  of  the  Senate  bill  and 
sections  1024  and  1041  of  the  House 
amendment:  Messrs.  Fascell,  Hamil- 
ton, Yatron,  Solarz,  Broomfield,  and 
Oilman. 

As  an  additional  conferee,  soley  for 
the  consideration  of  section  1032  of 
the  House  amendment  and  modifica- 
tions committed  to  conference:  Mr. 
Savage. 

As  additional  conferees,  solely  for 
the  consideration  of  sections  911  and 
936  of  the  House  amendment  and 
modifications  committed  to  confer- 
ence: Mr.  Mitchell  and  Broomfield. 

As  exclusive  conferees,  solely  for  the 
consideration  of  sections  109,  203, 
205(a)(1).  1210,  1230,  and  3114(a)  of 
the  Senate  bill  and  sections  123,  128, 
208,  215,  1061,  3013.  and  303i  of  the 
House  amendment:  Messrs.  Aspin, 
Price,  Bennett,  and  Dellums,  Mrs. 
Schroeder,  Mrs.  Byron,  Messrs.  Mav- 
roules, McCurdy,  Spratt,  Fascell, 
Brown  of  California,  Gephardt,  Fazio, 
Dicks,  AuCoin,  Downey  of  Nev;  York, 
Markey,  Bedell,  Dickinson,  White- 
hurst, and  Spence,  Mrs.  Holt,  and 
Messrs.  Badham,  Stump,  Courter, 
Broomfield,  Lagomarsino,  Hyde,  and 
Solomon. 

As  exclusive  conferees,  solely  for  the 
consideration  of  title  IX  of  division  A 
of  the  Senate  bill  and  sections  213, 
1025,  1026.  1048.  and  title  IX  of  divi- 
sion A  of  the  House  amendment: 
Messrs.  Mavroules.  Bennett,  McCur- 
dy, Hertel  of  Michigan,  Sisisky,  and 
Spratt,  Mrs.  Schroeder,  Mrs.  Boxer, 
and  Messrs.  Wyden,  Levine  of  Califor- 
nia, SiKORSKi,  Bryant.  Courter, 
Dickinson,  Kramer,  Kasich,  Bateman, 
Stump,  and  Hunter. 

As  exclusive  conferees,  solely  for  the 
consideration  of  section  1002  of  the 
Senate  bill  and  section  2715  of  the 
House  amendment:  Messrs.  Price, 
Dellums,  and  Dickinson. 

As  additional  conferees,  from  the 
Committee  on  Education  and  Labor 
solely  for  the  consideration  of  section 
1002  of  the  Senate  bill  and  section 
2715  of  the  House  amendment:  Messrs. 
Hawkins,  Murphy.  Clay,  Williams, 
Waldon,  Jeffords,  Petri,  and  Bart- 
lett. 

As  exclusive  conferees,  from  the 
Committee  on  Education  and  Labor 
solely  for  consideration  of  division  F 
of  the  Senate  bill  and  modifications 
committed  to  conference:  Messrs. 
Hawkins.  Ford  of  Michigan,  Kildee, 
Williams,  Martinez,  Owens,  Bou- 
cher, Perkins,  Ooodling,  Chandler. 
McKernan.  and  Fa  well. 

As  exclusive  conferees,  solely  for  the 
consideration  of  division  B  of  the 
Senate  bill  and  division  B  of  the  House 
amendment:  Messrs.  Dellums,  Mont- 


gomery, Hutto,  Leath  of  Texas, 
Hertel  of  Michigan,  Kramer,  Dickin- 
son, and  Whitehurst. 

As  exclusive  conferees,  solely  for  the 
consideration  of  division  D  of  the 
House  amendment  and  modifications 
committed  to  conference:  Messrs. 
Aspin,  Nichols,  Skelton,  Mavroules, 
Dickinson,  Hopkins,  and  Kasich. 


THE  MAKEUP  CONGRESSIONAL 
BASEBALL  GAME 

(Mr.  CONTE  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  CONTE.  Mr.  Speaker- 
Half  a  league,  half  a  league, 
half  a  league  onward 
Into  the  valley  of  death 
rode  the  six  hundred— 

So  goes  the  poem,  "The  Charge  of 
the  Light  Brigade." 

Well,  Mr.  Speaker,  the  British  Cav- 
alry in  the  Crimea  had  no  greater 
challenge  than  the  Republican  Base- 
ball Team  at  Four  Mile  Run  last 
night. 

There  were  Democrats  to  the  left  of 
us.  Democrats  to  the  right  of  us. 
Democrats  in  front  of  us.  They  were 
everywhere.  And  we,  only  nine  stout- 
hearted souls,  rode  into  the  valley  of 
death. 

The  score  was  8  to  6  in  favor  of  the 
Democrats,  but  we  never  gave  up.  In 
fact  if  the  spaceman.  Bill  Nelson  had 
not  made  the  last  spectacular  catch- 
routine  for  most— but  spectacular  for 
him.  the  game  would  have  been  tied. 

Nonetheless,  the  public  must  know 
that  by  the  end  of  two  innings,  after 
Mac  Sweeney  broke  his  thumb,  we 
only  had  eight  players. 

The  Democrats  offered  us  a  player, 
but  his  wheelchair  broke  down  on  the 
way  to  our  dugout.  So  we  had  to  call 
Carl  PursellouI  of  retirement. 

We  drew  our  sabres  and  rode  valiant- 
ly into  the  valley  of  death,  but  the 
outcome  was  the  s£ime  as  it  was  out- 
side Sevastopol  over  a  100  years  ago. 
We  charged  headlong  into  the  never- 
ending  flow  of  Democrats  to  a  heroic 
defeat. 

I  want  to  thank  all  my  players,  they 
gave  it  all.  We  were  outmanned  and 
outgunned.  I  now  know  how  Custer 
felt  at  the  Little  Bighorn.  This  time  it 
wasn't  Crazy  Horse  and  Sitting  Bull, 
but  Bull  Chappell  and  Crazy  Russo. 
But  the  dust  of  game  settled  quickly. 
We  sat  down  afterwards  and  smoked  a 
"peace"  cigar. 

Mr.  Speaker,  I'd  recommend  we  play 
a  similar  game  to  settle  the  fiscal  mat- 
ters before  us  so  we  can  go  home.  But 
just  as  we  found  in  last  night's  game 
we  are  surrounded  on  all  sides. 

The  SPEAKER.  The  next  game  is 
the  first  Tuesday  in  November. 
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AIR  CARRIER  ACCESS  ACT  OF 
1986 

Mr.  MINETA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Public  Works  and  Transporta- 
tion be  discharged  from  further  con- 
sideration of  the  Senate  bill  (S.  2703) 
to  amend  the  Federal  Aviation  Act  of 
1958  to  provide  that  prohibitions  of 
discrimination  against  handicapped  in- 
dividuals shall  apply  to  air  carriers, 
and  ask  for  its  immediate  consider- 
ation. 

The  Clerk  read  the  title  of  the 
Senate  bill. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California? 

Mr.  HAMMERSCHMIDT.  Reserving 
the  right  to  object,  Mr.  Speaker,  under 
my  reservation  I  yield  to  the  distin- 
guished chairman  of  the  Aviation  Sub- 
committee, the  gentleman  from  Cali- 
fornia [Mr.  MiNETA]  to  explain  his  re- 
quest to  the  Members  of  the  House. 

Mr.  MINETA.  Mr.  Speaker.  I  thank 
my  distinguished  colleague  from  Ar- 
kansas for  yielding. 

The  bill  now  before  us,  S.  2703,  will 
help  ensure  that  airlines  do  not  dis- 
criminate against  handicapped  passen- 
gers. 

During  the  past  year  I  had  a  number 
of  meetings  with  representatives  of 
handicapped  groups  and  I  have  been 
concerned  with  the  special  difficulties 
which  handicapped  persons  sometimes 
face  when  they  travel.  One  cause  of 
these  difficulties  appears  to  be  that 
there  is  considerable  confusion  among 
airlines  and  their  employees  about  the 
obligations  of  an  airline  to  furnish  the 
same  air  transportation  services  to  the 
handicapped  as  are  furnished  to  other 
passengers.  The  confusion  has  been  in- 
creased by  a  recent  Supreme  Court  de- 
cision which  ruled  that  nonsubsidized 
airlines  are  not  subject  to  the  require- 
ments of  section  504  of  the  Rehabilita- 
tion Act  of  1973  prohibiting  discrimi- 
nation against  the  handicapped. 

The  bill  now  before  us,  S.  2703,  will 
make  it  clear  that  airlines  may  not  dis- 
criminate against  handicapped  per- 
sons. The  bill  requires  the  Secretary  of 
Transportation  to  enact  regulations  to 
ensure  that  handicapped  passengers 
are  treated  fairly  and  are  not  subject 
to  discrimination. 

In  addition,  we  expect  the  Secretary 
of  Transportation  to  review  the  proce- 
dures for  transporting  the  handi- 
capped which  the  airlines  have  filed 
with  the  Federal  Aviation  Administra- 
tion. The  review  will  ensure  that  air- 
line procedures  do  not  discriminate 
and  impose  only  those  restrictions  nec- 
essary for  safety. 

In  carrying  out  its  responsibilities 
DOT  should  bear  in  mind  that  all  dis- 
abilities are  not  equally  limiting  and 
that  many  handicapped  individuals 
are  able  to  use  air  transportation  in 


precisely  the  same  manner  as  travelers 
who  are  not  handicapped.  DOT  should 
ensure  that  handicapped  persons  will 
receive  air  transportation  services 
geared  to  their  capabilities. 

The  legislation  now  before  us  is  simi- 
lar to  H.R.  5274  which  was  introduced 
in  the  House  by  my  distinguished  col- 
league from  Arkansas.  H.R.  5274  is  co- 
sponsored  by  33  of  our  colleagues.  The 
bill  is  supported  by  the  Departments 
of  Justice  and  Transportation,  and  by 
a  large  number  of  organizations  repre- 
senting the  disabled. 

In  conclusion,  I  strongly  believe  that 
handicapped  passengers  are  entitled  to 
take  full  advantage  of  the  mobility  af- 
forded by  air  transportation  and  that 
handicapped  persons  are  entitled  to  be 
treated  with  dignity  when  they  travel. 
The  legislation  which  we  are  consider- 
ing will  help  ensure  that  handicapped 
passengers  can  travel  without  any  spe- 
cial problems  arising  from  their  handi- 
capped status. 

Mr.  HAMMERSCHMIDT.  Further 
reserving  the  right  to  object.  Mr. 
Speaker.  I  want  to  thank  my  friend 
for  his  explanation. 

Mr.  Speaker,  I  rise  in  support  of  this 
bill.  I  am  pleased  that  we  are  moving 
quickly  to  address  the  problems  of 
handicapped  air  travelers. 

Two  years  ago,  after  extensive  hear- 
ings, we  moved  to  pass  the  Civil  Aero- 
nautics Board  [CAB]  Sunset  Act.  The 
purpose  of  that  legislation  was  to 
ensure  that  rules  to  protect  airline 
passengers  would  continue  to  be  en- 
forced by  the  Department  of  Trans- 
portation [DOT].  One  of  the  regula- 
tions we  sought  to  preserve  was  the 
rule  that  prohibited  discrimination 
against  handicapped  airline  passen- 
gers. 

Unfortunately,  our  efforts  on  behalf 
of  the  handicapped  were  set  back  by 
the  recent  Supreme  Court  decision  in 
the  case  of  Paralyzed  Veterans  of 
America  versus  DOT.  In  that  case,  the 
Court  decided  that  the  Rehabilitation 
Act,  which  prohibits  discrimination 
against  the  handicapped,  did  not  apply 
to  air  travel. 

As  a  result,  the  obligation  of  airlines 
to  carry  handicapped  passengers  with- 
out discrimination  has  been  thrown 
into  doubt.  While  I  believe  that  the 
CAB  Sunset  Act  imposes  obligations 
on  airlines  with  respect  to  the  handi- 
capped, it  is  apparent  that  further  leg- 
islation is  needed  to  make  this  clear. 

That  is  why  I  am  pleased  to  support 
S.  2703  which  passed  the  other  body 
unanimously.  This  bill  is  very  similar 
to  the  bill  I  introduced,  H.R.  5274. 
Both  state  explicitly  that  airlines  may 
not  discriminate  against  handicapped 
individuals.  Neither  would  impose  any 
financial  burdens  on  the  airlines.  In 
order  to  ensure  that  all  air  travelers 
receive  the  necessary  protections  as 
soon  as  possible,  I  favor  the  passage  of 
S.  2703  at  this  time. 


There  is  one  difference  between  the 
two  bills  that  should  be  noted.  H.R. 
5274  requires  DOT  to  review  existing 
airline  policies  to  ensure  that  they  are 
not  discriminatory.  This  review  is  not 
required  by  S.  2703,  the  bill  before  us 
today. 

Nevertheless,  I  would  urge  DOT  to 
undertake  this  review.  Such  a  review 
could  help  root  out  many  of  the  prob- 
lems and  inconsistencies  that  handi- 
capped travelers  now  face  when  deal- 
ing with  the  airlines. 

Mr.  Speaker,  I  need  not  remind  my 
colleagues  that  many  people  became 
handicapped  as  a  result  of  injuries  re- 
ceived while  serving  their  country. 
Others  are  handicapped  through  no 
fault  of  their  own.  They  should  all  be 
able  to  travel  by  air  without  discrimi- 
nation like  any  other  American. 

The  bill  before  us  today  has  wide- 
spread support.  The  administration 
supports  it.  The  airlines,  while  claim- 
ing that  they  do  not  discriminate,  are 
not  opposing  this  bill.  The  Paralyzed 
Veterans  of  America  have  worked  tire- 
lessly to  see  that  this  bill  is  passed.  I 
also  have  letters  of  support  from  the 
Epilepsy  Foundation  of  America, 
Goodwill  Industries,  National  Easter 
Seal  Society,  Military  Order  of  the 
Purple  Heart,  Handicapped  Organized 
Women  [HOW],  and  many  others  who 
support  this  bill. 

I  would  like  to  take  this  opportunity 
to  thank  Chairman  Mineta  for  his 
support  on  this  issue. 

I  urge  my  colleagues  to  support  this 
bill. 

Mr.  ACKERMAN.  Mr.  Speaker,  I  rise  in 
strong  support  of  S.  2703,  legislation  that 
would  prohibit  discrimination  against  handi- 
capped persons  by  air  carriers.  I  am  particu- 
larly pleased  to  be  working  with  the  distin- 
guished majority  leader  in  the  Senate,  Mr. 
Dole,  toward  a  common  goal  of  eliminating 
discnmination  and  providing  airline  accessibil- 
ity for  all  air  travelers. 

As  you  know,  Mr.  Speaker,  last  summer  I  in- 
troduced similar  legislation  to  amend  the  Fed- 
eral Aviation  Act  immediately  following  the  Su- 
preme Court  ruling  that  major  airlines  cannot 
be  forced  to  comply  with  the  Rehabilitation 
Act,  because  they  do  not  receive  direct  Feder- 
al assistance.  The  ruling,  in  keeping  with  the 
precedent  set  by  the  Court's  controversial 
Grove  City  ruling,  was  a  major  setback  for  all 
people  with  disabilities  and  a  shameful  retreat 
in  our  national  effort  to  combat  discnmination 
in  this  country. 

As  a  result  of  the  ruling,  millions  of  Ameri- 
cans continue  to  be  subjected  to  humiliating 
and  just  plain  offensive  airiine  policies.  Some- 
times physically  disabled  people  are  forced  to 
wait  in  a  separate  area  before  they  may  board 
an  aircraft.  At  times  they  are  charged  more 
than  able-bodied  passengers.  I've  heard  from 
a  number  of  people  who  were  not  permitted 
to  board  flights  at  all  because  of  their  disabil- 
ity. At  a  time  when  technology  permits  dis- 
abled citizens  unlimited  opportunities  to  par- 
ticipate in  America's  mainstream  activities,  if  is 
intolerable  that  airlines  continue  to  allow  dis- 
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abled individuals  to  be  singled  out  for  discrimi- 
natory treatment. 

The  unfortunate  Supreme  Court  decision 
left  Congress  no  choice  but  to  change  the  law 
and  undo  the  damage  that  the  Court  has 
done.  Although  I  believe  additional  reforms 
may  be  needed  to  ensure  that  disabled  indi- 
viduals are  able  to  use  an  airline's  services, 
equipment  and  facilities,  and  obtain  equitable 
relief  from  an  airline  which  violates  the  law 
and  injustly  discriminates,  I  believe  the  legisla- 
tion before  us  is  a  good  basis  from  which  to 
begin  our  efforts  to  eliminate  inconsistent  and 
unfair  airline  procedures.  I  strongly  urge  my 
colleagues  to  support  the  measure  before  us, 
so  that  there  will  no  longer  be  any  excuse  for 
treating  handicapped  Americans  as  second- 
class  citizens  when  it  comes  to  air  travel. 

(vir.  HOWARD.  Mr.  Speaker,  I  rise  in  strong 
support  of  S.  2703,  a  bill  that  will  require  the 
Secretary  of  Transportation  to  promulgate  reg- 
ulations to  ensure  that  handicapped  airline 
passengers  are  treated  fairly  and  are  not  sub- 
jected to  discrimination  by  the  airlines. 

The  Nation's  economy,  as  well  as  its  politi- 
cal, social,  and  cultural  life,  is  very  closely  tied 
to  the  air  transportation  system.  Equal  and 
nondiscriminatory  access  to  the  air  transporta- 
tion system  is  vital  to  economic  opportunity 
for  all  citizens  and  to  participation  in  the  politi- 
cal, social,  and  cultural  life  of  our  country. 

The  bill  enjoys  wide  support  in  the  Con- 
gress, the  executive  branch,  and  among  a 
large  number  of  organizations  involved  in 
issues  affecting  handicapped  persons. 

Finally,  Mr.  Speaker,  I  am  proud  that  it  is 
the  Committee  on  Public  Works  and  Transpor- 
tation that  brings  this  bill  before  the  House.  I 
urged  my  colleagues  to  support  this  legisla- 
tion. 

Mr.  EDGAR.  Mr.  Speaker,  on  behalf  of  36 
million  disabled  Americans,  many  of  whom 
reside  in  the  State  of  Pennsylvania,  I  rise  in 
support  of  the  "Air  Carrier  Access  Act  of 
1986."  This  legislation  is  in  response  to  the 
recent  Supreme  Court  decision  in  the  case  of 
U.S.  Department  of  Transportation  versus  Par- 
alyzed Veterans  of  America,  which  held  that 
nonfederally  subsidized  commercial  air  carri- 
ers are  not  required  to  adhere  to  antidiscrimin- 
atory  statutes  under  current  law. 

The  result  is  that  commercial  airlines  can 
continue  to  single  out  disabled  individuals  for 
disparate  and  discriminatory  treatment.  It  is 
important  to  emphasize  that  this  legislation 
has  nothing  whatsoever  to  do  with  safety  reg- 
ulations. The  injustices  this  legislation  will 
remedy  are  humiliating  and  degrading  regula- 
tions or  practices  by  commercial  air  carriers  or 
its  personnel.  For  instance,  there  have  been 
cases  where  handicapped  passengers  were 
segregated  on  flights  and  in  separate  waiting 
areas  and  were  also  charged  greater  airfare 
than  others.  Handicapped  individuals  have  wit- 
nessed their  expensive  wheelchairs  and  other 
necessary  medical  equipment  lost,  damaged 
or  misplaced.  Certain  carriers  even  go  so  far 
as  to  require  disabled  travelers  to  sit  on  blan- 
kets in  case  of  alleged  incontinence,  a  prac- 
tice which  I  find  particularly  degrading.  Some 
airiine  carriers  require  ticketing  so  far  in  ad- 
vance that  the  independence  of  all  disabled 
travelers  and  in  particular  disabled  individuals 
of  the  business  community  find  it  nearly  im- 


possible to  carry  out  the  daily  functions  of  a 
busy,  mobile  society. 

Mr.  Speaker,  this  legislation  is  acceptable  to 
the  Air  Transport  Association  and  the  adminis- 
tration has  formally  supported  it  by  letters  of 
endorsement  from  the  Secretary  of  Transpor- 
tation and  the  Attorney  Generrl.  In  addition, 
this  measure  is  endorsed  by  many,  many  or- 
ganizations serving  the  needs  of,  and  repre- 
senting the  disabled  community,  veterans 
groups,  and  other  interested  parties. 

The  other  body  has  already  passed,  by 
unanimous  consent,  a  similar  bill,  S.  2703.  I 
call  upon  my  colleagues  to  support  this  bipar- 
tisan measure  and  ensure  that  handicapped 
persons  are  not  subjected  to  humiliating  and 
degrading  practices  by  commercial  airlines. 

Mr.  Speaker,  in  closing  I  would  like  to  com- 
mend my  distinguished  colleagues;  the  gentle- 
man from  Arkansas  [Mr.  Hammerschmidt] 
and  the  gentleman  from  California  [Mr. 
MiNETA]  for  introducing  H.R.  5274  in  the 
House  of  Representatives.  It  is  particulariy  fit- 
ting to  enact  legislation  of  this  nature  as  we 
are  approaching  the  fourth  year  in  the  United 
Nations  and  National  "Decade  of  the  Dis- 
abled." I  urge  consideration  of  this  important 
legislation  without  delay. 

Mr.  SNYDER.  Mr.  Speaker,  I  rise  in  strong 
support  of  S.  2703,  which  would  prohibit  air 
carriers  from  discriminating  against  handi- 
capped individuals  in  the  provision  of  air  trans- 
portation. According  to  this  legislation,  the 
Secretary  of  Transportation  would  be  required 
to  promulgate  regulations  within  120  days 
after  the  date  of  enactment  of  the  act  to 
ensure  nondiscriminatory  treatment  by  air  car- 
riers of  qualified  handicapped  individuals  con- 
sistent with  safe  carriage  of  all  passengers  on 
air  carriers. 

In  June  of  this  year,  the  U.S.  Supreme 
Court  held  in  the  case  of  DOT  versus  Para- 
lyzed Veterans  of  America  that  section  504  of 
the  Rehabilitation  Act  of  1973  does  not  apply 
to  commercial  air  carriers  not  receiving  direct 
Federal  financial  assistance.  Because  of  this 
decision,  it  became  unclear  as  to  whether  or 
not  the  Federal  Aviation  Act  of  1958  was  suffi- 
cient statutory  authority  to  support  compre- 
hensive antidiscrimination  regulations  in  fur- 
therance of  the  air  carrier's  legal  duty  to  pro- 
vide safe  and  adequate  service.  Because  of 
this  uncertainty,  handicapped  air  travelers 
could  find  themselves  subjected  to  discrimina- 
tory practices  by  air  carriers. 

Over  the  past  several  months,  we  have 
been  informed  of  numerous  instances  where 
certain  handicapped  individuals  have  been 
forced  to  comply  with  airiine  procedures  which 
seemingly  are  unrelated  to  safety.  Further- 
more, these  procedures  vary  from  airline  to 
airiine,  thus  presenting  an  intolerable  and  in- 
consistent situation  whereby  handicapped  air 
travelers  have  no  idea  as  to  how  they  will  be 
treated  from  one  airiine  to  the  next. 

I  believe  the  Senate  bill  now  before  us  will 
provide  much  needed  relief  to  the  36  million 
handicapped  Americans  in  this  country.  By 
making  it  clear  through  this  legislation  that  no 
air  carrier  can  discriminate  aj^ainst  a  handi- 
capped individual  in  the  provision  of  air  trans- 
portation, the  handicapped  community  will 
now  have  a  firm  basis  upon  which  to  travel 
freely  without  being  subjected  to  discriminato- 
ry practk:es. 


As  I  mentioned  before,  the  bill  gives  the 
Secretary  of  Transportation  1 20  days  to  enact 
regulations  prohibiting  discrimination  against 
handicapped  individuals.  I  would  expect  that 
these  regulations  will  be  drafted  in  such  a  way 
as  to  assure  that  handicapped  individuals  are 
treated  consistently  from  airiine  to  airiine. 
Cleariy,  it  is  not  too  much  to  ask  for  the  airiine 
industry  to  adopt  a  predictable  and  consistent 
set  of  procedures  for  handling  handicapped 
individuals. 

Mr.  Speaker,  travel  by  air  is  a  means  of 
transportation  which  should  be  make  available 
to  all  Americans  without  discrimination.  Air 
travel  is  not  a  luxury  but  a  necessity  in  today's 
worid,  and  there  is  no  reason  whatsoever  to 
treat  the  handicapped  as  second-class  citi- 
zens. I  urge  my  colleagues  to  support  this  leg- 
islation. 

I  would  like  to  take  this  opportunity  to  com- 
mend the  gentleman  from  Arkansas  [Mr.  Ham- 
merschmidt] and  the  gentleman  from  Califor- 
nia [Mr.  Mineta)  for  their  leadership  in  pro- 
moting passage  of  this  legislation. 

Mr.  HAMMERSCHMIDT.  Mr. 
Speaker,  I  withdraw  my  reservation  of 
objection. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California? 

There  was  no  objection. 

The  Clerk  read  the  Senate  bill,  as 
follows: 

S.  2703 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  this 
Act  may  be  cited  as  the  "Air  Carrier  Access 
Act  of  1986  •. 

Sec.  2.  (a)  Section  404  of  the  Federal  Avia- 
tion Act  of  1958  (49  U.S.C  1374)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  subsection: 

•PROHIBITION  ON  DISCRIMINATION  AGAINST 
HANDICAPPED  INDIVIDUALS 

■•(c)(1)  No  air  carrier  may  discriminate 
against  any  otherwise  qualified  handi- 
capped individual,  by  reason  of  such  handi- 
cap, in  the  provision  of  air  transportation. 

•(2)  For  the  purposes  of  paragraph  (1)  of 
this  subsection  the  term  handicapped  indi- 
vidual' means  any  individual  who  has  a 
physical  or  mental  impairment  that  sub- 
stantially limits  one  or  more  major  life  ac- 
tivities, has  a  record  of  such  an  impairment, 
or  is  regarded  as  having  such  an  impair- 
ment.". 

(b)  That  portion  of  the  Uble  of  contents 
of  the  Federal  Aviation  Act  of  1958  which 
appears  under  the  side  heading 

•Sec.  404.  Rates  for  carriage  of  persons  and 

property, 
is  amended  by  adding  at  the  end  thereof:      "~ 

•(c)  Prohibition  on  discrimination  against 
handicapped  individuals. ". 
Sec.  3.  Within  one  hundred  and  twenty 
days  after  the  date  of  enactment  of  this  Act. 
the  Secretary  of  Transportation  shall  pro- 
mulgate regulations  to  ensure  non-discrimi- 
natory treatment  of  qualified  handicapped 
individuals  consistent  with  safe  carriage  of 
all  passengers  on  air  carriers. 

The  Senate  bill  was  ordered  to  be 
read  a  third  time,  was  read  a  third 
time,  and  passed,  and  a  motion  to  re- 
consider was  laid  on  the  table. 
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GENERAL  LEAVE 

Mr.  MINETA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
Senate  bill  just  passed. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California? 

There  was  no  objection. 
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Be  it  enacted 


PERMISSION  TO  CHANGE  CON- 
FEREES ON  S.  2638,  NATIONAL 
DEFENSE  AUTHORIZATION  ACT 
FOR  FISCAL  YEAR  1987 

Mr.  ASPIN.  Mr.  Speaker,  I  ask  unan- 
imous consent  for  a  change  in  the  con- 
ferees on  the  Senate  bill,  S.  2638,  the 
National  Defense  Authorization  Act 
for  fiscal  year  1987,  in  section  911  of 
the  bill.  As  I  understand,  on  the  Re- 
publican side  this  has  been  worked 
out.  There  would  be  a  change,  ap- 
pointing the  gentleman  from  Michi- 
gan [Mr.  Broomfield]  in  place  of  the 
gentleman  from  Pennsylvania  [Mr. 
McDaoe]  as  a  conferee  for  the  consid- 
eration of  sections  911  and  936  of  the 
House  amendments  and  modifications 
committed  to  conference. 

The  SPEAKER.  Without  objection, 
the  gentleman  from  Pennsylvania 
[Mr.  McDade]  is  excused  and  the  gen- 
tleman from  Michigan  [Mr.  Broom- 
field]  will  take  his  place. 

There  was  no  objection. 

The  SPEAKER.  The  Clerk  will 
notify  the  Senate  of  the  change  in 
conferees. 


MOTION  TO  CLOSE  CONFER- 
ENCE COMMITTEE  MEETINGS 
ON  S.  2638,  NATIONAL  DEFENSE 
AUTHORIZATION  ACT,  1987, 
WHEN  CLASSIFIED  NATIONAL 
SECURITY  INFORMATION  IS 
UNDER  CONSIDERATION 

Mr.  ASPIN.  Mr.  Speaker,  I  offer  a 
privileged  motion. 

The  SPEAKER.  The  Clerk  will 
report  the  motion. 

The  Clerk  read  as  follows: 

Mr.  AspiN  moves  that,  pursuant  to  clause 
6(a)  of  rule  XXVIII,  conference  meetings 
between  the  House  and  the  Senate  on  S. 
2638,  the  National  Defense  Authorization 
Act  for  fiscal  year  1987,  may  be  closed  to 
the  public  at  such  times  as  classified  nation- 
al security  information  may  come  under 
consideration;  Provided,  however,  that  any 
sitting  Member  of  Congress  shall  have  the 
right  to  attend  any  closed  or  open  meeting. 

The  SPEAKER.  The  question  is  on 
the  motion  offered  by  the  gentleman 
from  Wisconsin  [Mr.  AspinI. 

On  this  motion,  the  vote  must  be 
taken  by  the  yeas  and  nays. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  391,  nays 
2,  not  voting  38,  as  follows: 
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So  the  motion  was  agreed  to.          '        1 
The    result    of    the    vote    was    an-    | 
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Conte 

Hillis 
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Hopkins 

Morrison  (CT) 
Morrison  (WA) 
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A  motion 
the  table. 
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Resolved,  Thi 
tion   of  this  p 

Conyers 

Horton 
Howard 

Murtha 
Myers 
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Cooper 
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Coughlin 

Courter 
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Hubbard 
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Natcher 

Neal 
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Union  for  the  c 
4430)  to  requin 

Craig 
Crane 

Hughes 
Hunter 

Nichols 
Nielson 

Mr.  ANNUNZIO.  Mr.  Speaker,  I  ask    | 

or  to  conduct  i 

Crockett 

Hutto 

Nowak 

unanimous 

consent  that 

the  Commit-     ■ 

propriate    min 

Daniel 

Hyde 

Oakar 

tee  on  House  Administration  be  dis-    1 

flying  over  nat 

Dannemeyer 

Darden 

Daschle 

Jacobs 

Jeffords 

Jenkins 

Oberstar 

Obey 

Olin 

charged  from  further  consideration  of    1 
the  Senate  bill  (S.  2759)  relating  to     1 

the  first  readi 
pensed  with,  j 
shall  be  confin 

Daub 

Johnson 

Ortiz 

telephone  services  for  Senators,  and    1 

continue  not  tc 

Davis 

de  la  Garza 

DeLay 

Jones  (NO 
Jones  (OK) 
Jones  (TN) 

Oxiey 

Packard 

Panetta 

ask  for  its  immediate  consideration  in     1 
the  House.                                                    | 

utes  to  be  equs 
the  chairman  s 

Derrick 

Kanjorski 

Parris 

The    Clerk    read    the 

title    of   the     ■ 

of  the  Commi 

DeWine 

Kaptur 

Pashayan 

Senate  bill. 

1 

Affairs  and  thi 

Dicks 
Dingell 

Kasich 
Kastenmeier 

Pease 
Penny 

The  SPEAKER   pro   tempore   (Mr.     I 

vided  and  coni 
ranking  minor! 
on   Public  Wo 

DioGuardi 

Kemp 

Pepper 

Whitley).  Is  there  objection  to  the  re-     1 

Dixon 

Kennelly 

Perkins 

quest  of  the  gentleman  from  Illinois?        I 

bill    shall    be 

Donnelly 
Dorgan  (ND) 
Dornan  (CA) 

Kildee 

Kleczka 

Kolbe 

Petri 

Pickle 

Porter 

There  was  no  objection.                           1 
The  Clerk  read  the  Senate  bill,  as     | 

under  the  fiv« 

Dowdy 

Keller 

Price 

follows: 

■ 
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Torres 

Torricelli 

Towns 

Traficant 

Udall 

Valentine 

Vander  Jagt 

Vento 

Visclosky 

Volkmer 

Vucanovich 

Walgren 

Walker 

Watkins 

Waxman 

Weaver 

Weber 

Weiss 

Wheat 

Whitehurst 

Whitley 

Whitlaker 

Whitten 

Wirth 

Wise 

Wolf 

Wolpe 

Wortley 

Wright 

Wyden 

Wylie 

Yates 

Yatron 

Young  (AK) 

Young (FL) 

Young  (MO) 

Zschau 
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Rose 

Savage 

Schaefer 

Schuette 

Stokes 

Stratton 

Sweeney 

Swift 

Traxler 

Waldon 

Williams 

Wilson 


nged  his  vote 

eed  to. 

vote    was    an- 

ed. 

;r  was  laid  on 


LEPHONE 
SNATORS 

Speaker,  I  ask 
t  the  Commit- 
ration  be  dis- 
)nsideration  of 
9)  relating  to 
Senators,  and 
tnsideration  in 

title    of   the 

tempore   (Mr. 

;tion  to  the  re- 

rom  Illinois? 

I. 

Senate  bill,  as 


S.  2759 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  sec- 
tion 1205(a)  of  the  Supplemental  Appropria- 
tions Act,  1984  (2  U.S.C.  58a)  is  amended  by 
striking  out  "(except  services  for  which  the 
charge  is  based  on  the  amount  of  time  the 
service  is  used)". 

Mr.  ANNUNZIO.  Mr.  Speaker,  yesterday  the 
Committee  on  House  Administration  unani- 
mously ordered  S.  2759  reported  from  the 
committee.  And  as  a  matter  of  comity,  I  am 
bringing  the  bill  to  the  floor  at  this  time. 

The  Senate  Sergeant  at  Arms  currently 
pays  the  cost  of  FTS  service  in  each  Sena- 
tor's State  offices.  This  bill  merely  allows  the 
Sergeant  at  Arms  to  pay  the  cost  of  alterna- 
tive service,  not  to  exceed  the  cost  of  FTS, 
where  there  is  improved  accessibility,  or  trans- 
mission quality  is  better  than  FTS,  or  where  it 
is  more  economical  than  FTS. 

As  a  matter  of  regular  practice,  the  Senate 
enacts  these  changes  to  its  allowance  provi- 
sions. As  a  matter  of  comity  we  should  ap- 
prove this  matter,  which  affects  only  the  inter- 
nal operations  of  the  Senate. 

The  Senate  bill  was  ordered  to  be 
read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  re- 
consider was  laid  on  the  table. 


Mr. 


GENERAL  LEAVE 
FRENZEL.  Mr.  Speaker,  I  ask 


unanimous  consent  that  all  Members 
may  have  5  legislative  days  within 
which  to  revise  and  extend  their  re- 
marks on  the  Senate  bill  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Minnesota? 

There  was  no  objection. 


MINIMUM    ALTITUDE    FOR    AIR- 
CRAFT FLYING  OVER  NATION- 
AL PARK  SYSTEM  UNITS 
Mr.  BEILENSON.  Mr.  Speaker,  by 
direction  of  the  Committee  on  Rules,  I 
call  up  House  Resolution  533  and  ask 
for  its  immediate  consideration. 

The  Clerk  read  the  resolution,  as  fol- 
lows: 

H.  Res.  533 
Resolved,  That  at  any  time  after  the  adop- 
tion of  this  resolution  the  Speaker  may. 
pursuant  to  clause  Kb)  of  rule  XXIII,  de- 
clare the  House  resolved  into  the  Commit- 
tee of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H.R. 
4430)  to  require  the  Secretary  of  the  Interi- 
or to  conduct  a  study  to  determine  the  ap- 
propriate minimum  altitude  for  aircraft 
flying  over  national  park  system  units,  and 
the  first  reading  of  the  bill  shall  be  dis- 
pensed with.  After  general  debate,  which 
shall  be  confined  to  the  bill  and  which  shall 
continue  not  to  exceed  one  hour,  thirty  min- 
utes to  be  equally  divided  and  controlled  by 
the  chairman  and  ranking  minority  member 
of  the  Committee  on  Interior  and  Insular 
Affairs  and  thirty  minutes  to  be  equally  di- 
vided and  controlled  by  the  Chairman  and 
ranking  minority  member  of  the  Committee 
on  Public  Works  and  Transportation,  the 
bill  shall  be  considered  for  amendment 
under  the  five-minute  rule.  It  shall  be  in 


order  to  consider  the  amendment  in  the 
nature  of  a  substitute  recommended  by  the 
Committee  on  Interior  and  Insular  Affairs 
as  an  original  bill  for  the  purpose  of  amend- 
ment under  the  five-minute  rule,  and  each 
section  of  said  substitute  shall  be  considered 
as  having  been  read,  and  all  points  of  order 
against  said  substitute  for  failure  to  comply 
with  the  provisions  of  clause  7  of  rule  16  are 
hereby  waived.  At  the  conclusion  of  the  con- 
sideration of  the  bill  for  amendment,  the 
Committee  shall  rise  and  report  the  bill  to 
the  House  with  such  amendments  as  may 
have  been  adopted,  and  any  Member  may 
demand  a  separate  vote  on  any  amendment 
adopted  in  the  Committee  of  the  Whole  to 
the  bill  or  to  the  amendment  in  the  nature 
of  a  substitute  made  in  order  as  original 
text  by  this  resolution.  The  previous  ques- 
tion shall  be  considered  as  ordered  on  the 
bill  and  amendments  thereto  to  final  pas- 
sage without  intervening  motion  except  one 
motion  to  recommit  with  or  without  instruc- 
tions. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  California  [Mr.  Beil- 
enson]  is  recognized  for  1  hour. 

Mr.  BEILENSON.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  the 
customary  30  niinutes  to  the  gentle- 
man from  Mississippi  [Mr.  Lott], 
pending  which  I  yield  myself  such 
time  as  I  may  consume. 

Mr.  Speaker,  House  Resolution  533 
is  an  open  rule  providing  for  the  con- 
sideration of  H.R.  4430,  regarding  air- 
craft flights  at  low  levels  over  national 
parks. 

The  rule  provides  for  1  hour  of  gen- 
eral debate,  with  30  minutes  to  be  con- 
trolled by  the  chairman  and  ranking 
minority  member  of  the  Committee  on 
Interior  and  Insular  Affairs  and  30 
minutes  to  be  controlled  by  the  chair- 
man and  ranking  minority  member  of 
the  Committee  on  Public  Works  and 
Transportation. 

The  rule  makes  in  order  an  amend- 
ment in  the  nature  of  a  substitute  rec- 
ommended by  the  Committee  on  Inte- 
rior and  Insular  Affairs  as  original 
text  for  the  purpose  of  amendment. 
The  substitute  shall  be  considered 
under  the  5-minute  rule  by  sections, 
with  each  section  considered  as  read. 

In  addition,  the  resolution  waives 
points  of  order  against  the  substitute 
for  failure  to  comply  with  the  provi- 
sions of  clause  7  of  rule  XVI,  the  ger- 
maneness waiver.  The  bill,  as  intro- 
duced, was  a  simple  study  measure  de- 
signed to  examine  possible  aircraft 
limitations  over  some  national  parks 
where  air  tour  and  recreational  flights 
are  taking  place.  During  consideration 
of  the  bill,  sections  2  and  3  were  added 
to  mandate  certain  aircraft  restric- 
tions at  the  Grand  Canyon,  Yosemite 
and  Haleakala  National  Parks.  These 
new  provisions  were  not  included 
when  the  bill  was  originally  intro- 
duced, and  as  a  result  a  waiver  of 
clause  7  of  rule  XVI  is  required. 

Finally,  House  Resolution  533  pro- 
vides for  one  motion  to  recommit  with 
or  without  instructions. 

H.R.  4430  is  a  bill  requiring  the  Sec- 
retary of  the  Interior  to  conduct  a  3- 


year  study  to  determine  the  appropri- 
ate minimum  altitude  for  aircraft 
flying  over  certain  national  parks.  It  is 
an  important  bill  which  addresses  a 
growing  problem  of  noise  and  danger 
from  uncontrolled  aircraft  over  many 
of  our  parks.  The  study  would  target 
10  park  units  and  would  include  an 
evaluation  of  the  value  of  air  tours, 
the  impact  of  noise  from  aircraft,  and 
the  safety  of  the  public  and  the  parks. 

Tragically,  the  incident  which  re- 
cently cost  the  lives  of  26  persons  at 
the  Grand  Canyon  was  the  impetus 
for  adding  language  to  the  bill  which 
would  begin  controlling  aircraft  flights 
in  and  around  three  of  our  parks.  H.R. 
4430,  as  amended,  would  set  minimum 
flight  levels  at  Yosemite  and  Halea- 
kala Parks.  It  would  ban  flights  below 
the  canyon  rim  at  the  Grand  Canyon, 
except  those  necessary  for  emergency 
and  administrative  purposes,  and 
would  require  the  National  Park  Serv- 
ice to  submit  to  the  FAA  an  aircraft 
management  plan  for  prompt  review 
and  implementation. 

Mr.  Speaker,  H.R.  4430  would  begin 
the  process  of  putting  sensible  con- 
trols on  low-flying  aircraft  over  our 
National  Park  System.  It  strikes  a  rea- 
sonable balance  between  the  need  to 
preserve  the  wilderness  experience  for 
visitors  who  want  to  hike  or  climb  in 
the  parks  against  the  needs  of  those 
who  wish  to  view  the  scenery  from  the 
air.  This  is  an  important  bill,  and  I 
urge  adoption  of  House  Resolution  533 
so  that  we  can  proceed  to  its  timely 
consideration. 

(Mr.  LOTT  asked  and  was  given  per- 
mission to  revise  and  extend  his  re- 
marks.) 

D  1155 

Mr.  LOTT.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  this  is  an  open  rule  and 
I  urge  its  adoption. 

H.R.  4430  comes  forward  in  response 
to  the  increasing  number  of  aircraft 
flights  within  our  national  parks.  At 
the  Rules  Committee  hearing  on  this 
bill,  we  received  testimony  that  in  the 
Grand  Canyon  alone,  there  are  about 
50,000  aircraft  flights  per  year,  and 
the  number  is  rising.  One  can  well 
imagine  the  affect  these  flights  have 
on  the  noise  level  in  the  Grand 
Canyon  and  other  parks.  Also,  Mem- 
bers will  recall  the  recent  tragic  air 
crash  over  the  Grand  Canyon  in  which 
26  people  were  killed.  In  the  past  5 
years,  54  people  have  been  killed  in  air 
accidents  at  Grand  Canyon. 

H.R.  4430  does  a  number  of  things. 
It  requires  the  Secretary  of  the  Interi- 
or to  conduct  a  study  to  determine  al- 
titude limits  for  aircraft  over  the  na- 
tional parks  and  to  establish  strict 
controls  over  aircraft  flights  at  Grand 
Canyon,  Yosemite,  and  Haleakala. 

So,  this  is  perhaps  a  minor  bill  but  it 
is  an  important  one.  This  is  an  open 
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rule  permitting  a  full  and  fair  debate. 
I  ask  for  a  "yes"  vote  on  the  rule  so 
that  we  may  begin  consideration  of 
the  bill. 

Mr.  Speaker.  I  yield  back  the  bal- 
ance of  my  time. 

^  Mr.  BEILENSON.  Mr.  Speaker.  I 
have  no  requests  for  time,  and  I  move 
the  previous  question  on  the  resolu- 
tion. 

The  previous  question  was  ordered. 

The  resolution  was  agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  House  Resolution  533  and  rule 
XXIII.  the  Chair  declares  the  House 
in  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con- 
sideration of  the  bill.  H.R.  4430. 

D  1158 

IN  THE  COMMITTEE  OF  THE  WHOLE 

Accordingly  the  House  resolved 
itself  into  the  Committee  of  the 
Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill 
(H.R.  4430)  to  require  the  Secretary  of 
the  Interior  to  conduct  a  study  to  de- 
termine the  appropriate  minimum  al- 
titude for  aircraft  flying  over  National 
Park  System  units,  with  Mr.  Pickle  in 
the  chair 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN.  Pursuant  to  the 
rule,  the  first  reading  of  the  bill  is  dis- 
pensed with. 

Under  the  rule,  the  gentleman  from 
Minnesota  [Mr.  Vento]  will  be  recog- 
nized for  15  minutes,  the  gentleman 
from  Arizona  [Mr.  McCain]  will  be 
recognized  for  15  minutes,  the  gentle- 
man from  California  [Mr.  Mineta]  will 
be  recognized  for  15  minutes,  and  the 
gentleman  from  Arkansas  [Mr.  Ham- 
iiERSCHMiDT]  Will  be  recognizcd  for  15 
minutes. 

The  Chair  recognizes  the  gentleman 
from  Minnesota  [Mr.  Vento]. 

Mr.  VENTO.  Mr.  Chairman.  I  yield 
myself  2  minutes. 

Mr.  Chairman,  the  controversy  over 
aircraft  flights  at  low  elevation  above 
certain  units  of  the  National  Park 
System  has  existed  for  several  years. 
Because  of  the  severity  of  the  prob- 
lem, the  Subcommittee  on  Public 
Lands  and  National  Parks  urged  the 
Federal  Aviation  Administration 
[FAA]  and  the  National  Park  Service 
[NPS]  to  work  together  on  the  prob- 
lem. A  memorandum  of  agreement  was 
signed  in  September  1984  which  was 
designed  to  promote  compliance  with 
the  FAA  advisory  rule  to  maintain 
2.000-feet  elevation  above  units  of  the 
National  Park  System.  While  I  under- 
stand these  efforts  have  had  positive 
effects  at  some  units,  especially  with 
general  aviation  pilots,  there  has  been 
increasing  concern  expressed  about 
other  park  units  and  about  the  flight 
patterns  of  the  rapidly  expanding 
scenic  overflight  industry. 


Even  though  numerous  complaints 
are  made  each  year  by  park  users  of- 
fended by  noise  intrusion  of  aircraft  or 
expressing  concern  over  the  safety  of 
rock  climbers,  horseback  riders,  and 
other  park  users,  NPS  has  not  con- 
ducted any  systematic  study  of  the 
park  system  to  determine  how  wide- 
spread and  how  severe  the  problem  is. 
Neither  has  there  been  any  systematic 
study  of  the  noise  levels  of  different 
types  of  aircraft  flying  at  different  ele- 
vations and  the  impact  of  such  noise 
on  park  users  or  resources. 

Mr.  Chairman,  H.R.  4430  requires  a 
3-year  study  of  the  National  Park 
System  with  indepth  research  limited 
to  10  park  units  and  would  include  an 
evaluation  of  the  values  of  overflights 
as  well  as  the  adverse  impacts  and 
would  provide  for  requirements  that 
the  Administrator  of  the  FAA  evalu- 
ate the  study  and  recommendations 
for  possible  problems  to  the  safety  of 
aircraft  operations. 

Also  the  FAA  would  be  required  to 
submit  a  study  of  aviation  safety  relat- 
ed to  overflights  of  selected  park 
units. 

Aircraft  overflight  restrictions  are 
required  for  Yosemite  and  Haleakala 
National  Parks.  At  Yosemite  the  FAA 
advisory  to  fly  on  visual  flight  rules  at 
2,000  feet  above  national  parks  would 
be  made  mandatory  and  at  Haleakala. 
aircraft  would  be  required  to  operate 
at  or  above  a  9,500-foot  elevation  over 
the  Haleakala  crater  and  certain  other 
features  in  the  park.  The  restrictions 
imposed  on  overflights  of  Yosemite 
and  Haleakala  would  terminate  2 
years  after  submittal  of  the  required 
report  to  the  Congress. 

Additionally,  language  is  included  to 
require  joint  action  by  the  National 
Park  Service  and  the  Federal  Aviation 
Administration  to  establish  overflight 
controls  at  Grand  Canyon  National 
Park  including  a  ban  on  flights  below 
the  canyon  rim. 

The  committee  has  worked  closely 
with  the  Subcommittee  on  Aviation  of 
the  Public  Works  Committee  to  assure 
that  this  bill  reflected  the  best  possi- 
ble approach  to  resolving  the  problems 
of  overflights  of  national  parks  and  in- 
clude equitable  involvement  of  both 
the  National  Park  Service  and  the 
Federal  Aviation  Administration. 

I  believe  we  have  accomplished  that 
goal. 

Mr.  Chairman,  this  bill  has  been  the 
product  of  a  truly  broad  based,  biparti- 
san, cooperative  effort  on  the  part  of 
several  of  our  colleagues.  The  chair- 
man of  the  Interior  and  Insular  Af- 
fairs Committee.  Mo  Udall  and  the 
other  outstanding  member  from  Arizo- 
na, John  McCain  put  in  many  hours 
working  out  a  solution  to  the  conflict- 
ing and  controversial  problems  associ- 
ated with  aircraft  overflights  at  Grand 
Canyon  National  Park.  I  am  very  ap- 
preciative of  the  help  they  have  given 
me. 


Of  course  we  would  not  be  here 
today  if  it  had  not  been  for  the  fore- 
sight and  interest  of  our  colleague,  i 
Tony  Coelho.  in  protecting  the  great 
resources  of  our  national  parks.  He 
not  only  introduced  the  bill  but  has 
been  unrelenting  in  his  efforts  to  craft  ] 
this  excellent  bill  that  we  have  before 
us  today.  I  want  to  commend  the  gen- 
tleman for  his  knowledge  and  hard 
work.  Our  former  colleague.  Cec 
Heftel  also  dedicated  many  hours  to 
this  effort  and  was  very  helpful. 

I  am  especially  appreciative  of  the 
cooperation  and  assistance  we  have  re- 
ceived from  the  chairman  of  the  Avia- 
tion Subcommittee.  Norm  Mineta.  His 
understanding  and  commitment  to  de- 
veloping sound  public  policy  was  cru- 
cial to  bringing  the  bill  to  the  House 
floor.  The  list  of  supporter  wouldn't 
be  complete  without  mention  of  Sala 
Burton  and  her  early  concerns  as  a 
former  member  of  the  House  Interior 
Committee— voicing  strong  objection 
to  the  aircraft  overflights  of  our  na- 
tional parks  and  monuments,  it  is 
indeed  this  type  of  support  which  has 
guided  this  measure  through  the 
House  process. 

Mr.  Chairman,  this  is  a  good  bill,  a 
bill  that  is  needed  and  one  we  can  all 
support. 

Mr.  Chairman.  I  reserve  the  balance 
of  my  time. 

Mr.  McCAIN.  Mr.  Chairman.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Chairman,  I  rise  today  in  strong 
support  of  H.R.  4430,  a  measure  which 
requires  the  National  Park  Service  to 
evaluate  the  impact  of  air  traffic  on 
our  National  Park  System.  Chairman 
Vento  has  already  explained  the  sa- 
lient features  of  this  bill.  I  would  like 
to  devote  the  balance  of  my  remarks 
to  that  aspect  of  the  bill  dealing  with 
the  Grand  Canyon.  However,  before  I 
turn  to  that  subject,  I  would  like  to 
make  a  few  general  comments. 

Our  national  heritage,  as  embodied 
in  our  National  Park  System,  used  to 
be  self-regulating.  Particularly  when 
we  talk  about  western  parks.  By  and 
large,  they  were  situated  out  in  the 
middle  of  nowhere  with  few  humans, 
let  alone  human  activity,  around. 
Well,  the  middle  of  nowhere  is  increas- 
ingly on  the  edge  of  somewhere.  More 
and  more,  human  activities  are  en- 
croaching on  our  national  parks.  This. 
I  believe,  requires  a  more  active  and 
forward  looking  role  on  the  part  of 
those  charged  with  the  stewardship  of 
our  National  Park  System. 

The  measure  before  us  represents 
such  a  role.  The  Interior  Committee, 
in  approving  this  legislation,  has  not 
stated  that  aircraft  and  national  parks 
are  incompatible,  nor  has  it  found  air 
tour  activities  to  be  inappropriate. 
What  it  has  done  is  recognize  that  the 
entities  are  making  use  of  the  park  in 
some  fashion,  and  that,  like  any  other 
activity  in  our  parks,  its  impact  on 
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other  users  must  be  measured  and 
evaluated.  Our  nationsd  parks,  for  the 
most  part,  are  not  wilderness  areas, 
but  rather  are  meant  to  be  seen  and 
experienced  by  the  American  public. 
Aircraft  use  is  one  way  to  do  this. 
However,  it  must  be  harmonized  with 
other  uses. 

When  the  Interior  Committee  first 
took  up  H.R.  4430. 1  joined  with  Chair- 
man Udall  to  author  an  amendment 
which  dealt  specifically  with  the 
Grand  Canyon.  I  am  sure  that  every- 
one is  award  of  the  recent  tragic  event 
over  the  Grand  Canyon  in  which  a  col- 
lision of  two  aircraft,  flying  below  the 
rim  of  the  canyon,  resulted  in  the 
deaths  of  25  people.  In  the  time  be- 
tween the  Interior  Committee  report- 
ing out  this  measure  and  the  House's 
consideration  of  it,  two  more  people 
have  died  in  yet  another  accident  in 
the  canyon.  In  fact,  over  the  last  5 
years,  there  have  been  12  accidents  re- 
sulting in  the  deaths  of  56  people. 

One  year  ago  a  report  by  National 
Park  Service  planners  in  Grand 
Canyon  National  Park  made  the  fol- 
lowing statement,  "The  mixture  over 
Grand  Canyon  of  numerous  scheduled 
air-tour  operator  flights  with  random- 
ly flying  recreational  pilots  creates  a 
high  possibility  for  midair  collisions." 
This  was  not  the  first  such  warning.  A 
year  earlier,  after  a  1984  air  crash 
killed  10  people,  the  National  Trans- 
portation Safety  Board  called  for  the 
Federal  Aviation  Administration  to 
control  sightseeing  flights  over  the 
canyon. 

While  the  safety  issue  is  a  very  seri- 
ous one.  it  is  by  no  means  the  only 
one.  Flights  at  the  Grand  Canyon  cur- 
rently number  50.000  a  year,  and  they 
are  expected  to  increase.  These  flights 
are  having  a  significant  affect  on  the 
natural  quiet  of  the  canyon.  For  the 
last  year,  the  National  Park  Service, 
under  the  direction  of  the 
Superintendent  of  Grand  Canyon  Na- 
tional Park.  Dick  Marks,  has  been 
studying  the  issue  of  noise  from  air- 
craft operations  over  the  Park  and  its 
effect  on  the  natural  quiet  and  experi- 
ence of  the  park.  They  have  been 
doing, so  under  the  legislative  direction 
of  the  Grand  Canyon  Enlargement 
Act  of  1974.  A  recent  Park  Service 
survey  found  that  aircraft  noise  was 
audible  up  to  95  percent  of  the  time 
during  the  day.  with  an  average  of  50 
percent  of  the  day  in  all  locations 
monitored  by  the  Park  Service;  70-80 
percent  of  the  back  country  visitors 
stated  that  their  experience  was  de- 
graded by  aircraft. 

Mr.  Chairman,  sometime  at  the  end 
of  this  month  or  the  beginning  of  the 
next,  the  National  Park  Service  will 
issue  its  recommendations  to  the  Ad- 
ministrator of  the  FAA  regarding  the 
appropriate  action  that  should  be 
taken  to  control  aircraft  use  of  the 
park.  Of  course,  I  wholeheartedly  sup- 
port this  effort.  We  control  everything 


from  dogs  to  bikes  to  campfires  at  the 
park;  I  see  no  reason  aircraft  should 
be  an  exception.  This  legislation  di- 
rects the  FAA  to  evaluate  the  Park 
Service  recommendations  as  to  their 
impact  on  safety,  make  the  necessary 
changes  if  any  need  to  be  made,  then 
implement  the  management  plan. 

I  realize  the  FAA  is  not  enamoured 
with  the  Park  Service's  involvement  in 
this  area.  However,  I  would  hope  they 
realize  that,  just  as  the  National  Park 
Service  does  not  quite  have  the  re- 
sources to  analyze  aircraft"  safety 
issues,  the  FAA  does  not  possess  the 
expertise  to  evaluate  the  conditions  of 
our  natural  resources.  I  am  very 
happy  to  see  that  the  FAA  has  begun 
taking  action  on  this  matter.  It  is  my 
hope  that  they  and  the  Park  Service 
can  join  together  and  produce  a  plan 
which  protects  the  canyon  as  well  as 
the  flying  public. 

Let  me  close,  Mr.  Chairman,  with 
the  following  observation.  The  Grand 
Canyon  has  been  described  in  a 
number  of  ways:  one  of  the  Seven 
Wonders  of  the  World,  one  of  our  Na- 
tion's crown  jewels.  Nature's  master- 
piece. But  I  see  it  as  a  symbol  of  our 
commitment  to  our  natural  heritage, 
not  only  for  today,  but  for  our  chil- 
dren and  their  children.  We  must  be 
willing  to  take  the  steps  necessary  to 
maintain  its  integrity,  to  keep  alive 
the  true  meaning  of  a  Grand  Canyon 
experience.  If  we  are  to  keep  our  com- 
mitment to  the  American  people  to 
maintain  a  viable  park  system,  I  urge 
all  my  colleagues  to  give  this  measure 
their  enthusiastic  support. 


D  1205 
The    CHAIRMAN.    The    gentleman 
from  Arkansas  [Mr.  Hammerschmidt] 
is  recoffnized  for  15  minutes. 

Mr.  HAMMERSCHMIDT.  Mr. 
Chairman,  I  yield  myself  such  time  as 
I  may  consume.  For  the  last  few  years, 
there  has  been  a  growing  controversy 
about  aircraft  overflights  of  the 
Grand  Canyon  and  other  national 
parks.  Environmentalists,  backpackers, 
and  hikers  complain  that  aircraft 
noise  ruins  their  enjoyment  of  the  na- 
tional parks.  Aircraft  owners,  particu- 
larly those  offering  sighteeing  tours  of 
the  parks,  say  that  for  many  tourists  a 
flight  over  the  park  is  the  best  way  to 
see  it  and  enjoy  it.  This  controversy 
came  to  a  head  recently  as  a  result  of 
the  tragic  aircraft  collision  over  the 
Grand  Canyon. 

The  bill  before  us  today  would  direct 
the  Secretary  of  the  Interior  to  study 
this  problem.  The  study  would  consid- 
er the  proper  minimum  altitude  that 
should  be  maintained  while  flying  over 
our  national  parks.  The  study  would 
focus  on  three  national  parks,  includ- 
ing the  Grand  Canyon. 

The  bill  also  requires  the  Secretary 
of  the  Interior  to  submit  a  plan  for 
the  management  of  airspace  over  the 
Grand  Canyon  to  the  FAA.  The  FAA 


then  must  implement  this  plan  unless 
it  finds  that  it  would  adversely  affect 
aviation  safety. 

The  crucial  point  here  is  that  the 
FAA  has  the  primary  role  in  establish- 
ing airspace  restrictions.  Although 
some  may  disagree  with  its  previous 
approach  to  this  issue,  the  fact  re- 
mains that  only  the  FAA  has  the  back- 
ground and  technical  expertise  to  deal 
with  these  sorts  of  restrictions.  I  don't 
believe  we  should  support  a  bill  that 
gives  the  final  say  over  airspace  re- 
strictions to  a  nonaviation  agency. 

I  am  therefore  pleased  that  this  bill 
keeps  the  ultimate  say  over  airspace 
restrictions  at  our  national  parks  in 
the  hands  of  the  FAA. 

I  further  think  that  I  ought  to  relate 
to  my  colleagues  what  the  administra- 
tion's position  is  on  this  bill. 

While  the  administration  shares 
congressional  concerns  regarding  over- 
flights of  national  parks,  it  opposes 
H.R.  4430  as  overly  restrictive  and  un- 
necessary. Current  law  already  author- 
izes the  Department  of  the  Interior  to 
conduct  studies  such  as  that  required 
by  the  bill  and  authorizes  the  Depart- 
ment of  Transportation  to  impose 
whatever  restrictions  prove  necessary 
to  protect  park  resources  and  visitors. 
New  flight  restrictions  at  Grand 
Canyon  National  Park  are  being  devel- 
oped by  the  Department  of  Transpor- 
tation under  existing  authorities.  The 
administration  prefers  these  new  re- 
strictions to  be  developed  under  estab- 
lished procedures,  instead  of  the  spe- 
cial requirements  of  H.R.  4430.  which 
would  confuse  regulatory  authority 
over  airspace  by  granting  the  Depart- 
ment of  the  Interior  primary  author- 
ity for  developing  air  traffic  restric- 
tions at  Grand  Canyon  National  Park. 
Mr.  Chairman,  I  reserve  the  balance 
of  my  time. 

Mr.  VENTO.  Mr.  Chairman,  I  yield  2 
minutes  to  the  gentleman  from 
Nevada  [Mr.  Reid]. 

Mr.  REID.  Mr.  Chairman,  I  rise  in 
support  of  H.R.  4430.  a  bill  to  address 
the  problems  associated  with  aircraft 
flights  over  our  national  parks. 

When  introduced  in  March,  the  leg- 
islation focused  upon  the  need  to  iden- 
tify problems  that  are  created  when 
aircraft  fly  over  our  national  parks. 
Aircraft  sound  adversely  affects  the 
natural  quiet  and  visitor  experience 
and  may  have  negative  impact  on  the 
natural,  historical  and  cultural  re- 
sources of  each  park  as  well.  Following 
the  tragic  June  18  midair  collision  over 
the  Grand  Canyon  that  killed  25 
people,  the  issue  of  aircraft  safety  was 
brought  to  the  forefront. 

Specifically  the  legislation  requires 
the  National  Park  Service  and  the 
Federal  Aviation  Administration  to 
conduct  a  study  to  determine  the  mini- 
mum altitude  that  aircraft  should 
maintain  when  flying  over  units  of  the 
National  Park  System,  and  to  make 
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recommendations  for  legislative  or 
regulatory  action.  Restrictions  on  air- 
craft flights  over  Yosemite  National 
Park  and  Haleakala  National  Park  are 
also  established.  In  addition,  H.R.  4430 
requires  the  Park  Service  to  submit  a 
final  plan  for  the  management  of  air 
traffic  over  the  Grand  Canyon  to  the 
PAA  providing  for  "substantial  resto- 
ration of  the  natural  quiet  of  the 
park."  Under  the  plan,  flights  below 
the  rim  of  the  canyon,  except  for 
emergency  purposes,  are  prohibited. 

Tour  operators  in  my  district  have 
raised  some  concerns  about  the  legisla- 
tion, particularly  the  blanket  prohibi- 
tion of  flights  below  the  rim.  I  agree 
that  an  overall  ban  is  questionable  and 
feel  these  legitimate  concerns  need  to 
be  considered. 

Last  year,  approximately  400.000 
tourists  paid  for  scenic  tours  of  the 
Grand  Canyon.  Plight  operators  esti- 
mate the  tour  business  at  Grand 
Canyon  alone  is  a  $50  million  per  year 
industry.  Many  of  the  flights  originate 
from  Las  Vegas.  NV. 

Aside  from  the  economic  benefits, 
commercial  air  tours  provide  a  unique 
way  for  thousands  of  people  of  all  ages 
and  infirmities  to  explore  the  Grand 
Canyon  each  year.  Plying  sightseers 
leave  no  trash  or  human  refuse 
behind. 

The  tour  operators  point  out  the 
Grand  Canyon  is  almost  300  miles  long 
and  many  parts  of  the  canyon  are  not 
accessible.  Tour  operators  maintain 
they  are  willing  to  apply  judicious 
routing  methods  in  sound-sensitive 
areas  and  still  provide  a  safe  flight 
below  the  rim  in  certain  areas. 

When  reporting  the  bill,  the  Interior 
and  Insular  Affairs  Committe  did  not 
define  "below  the  rim."  but  instead 
calls  for  the  development  of  a  "practi- 
cal and  commonsense  definition"  to 
meet  the  bill's  objectives  to  restore  the 
natural  quiet  of  the  Grand  Canyon 
and  provide  for  public  safety. 

The  valid  concerns  of  the  air  tour  in- 
dustry must  be  taken  into  consider- 
ation by  the  National  Park  Service 
and  the  Pederal  Avaiation  Administra- 
tion while  developing  the  final  man- 
agement plan  for  the  Grand  Canyon.  I 
pledge  to  work  with  the  Park  Service 
and  the  PAA  to  ensure  that  a  well-bal- 
anced solution  be  reached  to  protect 
our  treasured  park  areas  and  still 
allow  for  visitor  safety  and  enjoyment. 

Mr.  McCAIN.  Mr.  Chairman.  I  yield 
2  minutes  to  the  gentleman  from  Cali- 
fornia [Mr.  Lagomarsino]. 

Mr.  LAGOMARSINO.  Mr.  Chair- 
man, I  rise  in  support  of  H.R.  4430. 
This  bill  requires  a  study  to  identify 
the  problems  associated  with  aircraft 
overflights  and  the  impacts  caused  by 
various  types  of  aircraft,  including 
sightseeing,  military,  and  commercial. 
The  study  will  include  research  at  10 
units  of  the  National  Park  System  in- 
cluding Grand  Canyon,  Yosemite. 
Hawaii  Volcanoes,  and  Glacier  Nation- 


al Parks  and  Mount  Rushmore  Na- 
tional Memorial.  The  study  rcRort, 
which  will  include  recommendations 
by  the  Pederal  Aviation  Administra- 
tion regarding  safety,  is  to  be  complet- 
ed and  submitted  to  Congress  within  3 
years.  The  bill  also  provides  that 
during  the  study  period  and  for  2 
years  after  its  completion,  mandatory 
altitude  restrictions  will  apply  in  the 
Grand  Canyon,  Yosemite.  and  Halea- 
kala National  Parks. 

I  believe  this  is  a  meritorious  bill  in 
that  it  seeks  to  study  a  serious  prob- 
lem. In  recent  years,  concerns  have 
been  expressed  regarding  the  impacts 
of  aircraft  overflights  in  terms  of  noise 
and  safety  on  the  resources  of  our  Na- 
tional Park  System  and  the  visiting 
public.   These  concerns   were   height- 
ened by  the  tragic  midair  collision  over 
the  Grand  Canyon  in  June.  Therefore, 
I  commend  the  chairman  of  the  com- 
mittee, Mr.  Udall  and  the  other  dis- 
tinguished member  of  the  committee 
from  Arizona.  Mr.  McCain,  for  their 
diligent  efforts  in  responding  to  the 
problems  at  the  Grand  Canyon  and 
working  to  develop  a  viable  solution. 
They  have  expended  a  great  deal  of 
hard  work  and  time  on  this  legislation 
and  I  thank  them  for  that.  Hopefully, 
the   National   Park   Services   aircraft 
management     plan    for    the    Grand 
Canyon  will  be  in  place  shortly  and 
will  also  address  these  problems  in  a 
more  permanent  fashion.  I  also  want 
to  commend  the  bills  sponsor,  my  col- 
league  from  California,  Mr.  Coelho, 
for  his  foresight  in  recognizing  that 
the  overflight  issue  should  be  studied 
and  reviewed  by  Congress,  and  I  want 
to  thank  him  and  the  subcommittee 
chairman,    Mr.    Vento,    for    working 
with  other  interested  Members  to  im- 
prove this  legislation.  I  do  feel  the  bill 
was  improved  in  the  committee  proc- 
ess by  several  amendments,  including 
one  to  require  that  the  values  of  air- 
craft overflights  also  be  included  in 
the  study  and  one  to  exempt  from  the 
bill's  restrictions  helicopter  operations 
below  the  rim  of  the  Grand  Canyon 
for  the  purpose  of  transporting  river 
runners   to   and    from   the   Colorado 
River. 

The  many  weeks  of  negotiation  on 
this  bill  have  resulted  in  a  fine  piece  of 
legislation.  Therefore,  Mr.  Chairman, 
I  urge  all  of  my  colleagues  to  support 
H.R. 4430. 

The  CHAIRMAN.  The  gentleman 
from  California  [Mr.  Mineta]  is  recog- 
nized for  15  minutes. 

Mr.  MINETA.  Mr.  Chairman,  I  yield 
such  time  as  he  may  consume  to  the 
distinguished  gentleman  from  Califor- 
nia [Mr.  CoELHo],  the  author  of  this 
legislation. 

Mr.  COELHO.  I  thank  the  gentle- 
man for  yielding  time  to  me. 

Mr.  Chairman,  I  will  not  take  a  great 
deal  of  time.  I  would  just  like  to  thank 
the  gentleman  from  California  [Mr. 
Mineta]  and  the  members  of  his  sub- 
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committee  and  his  full  Committee  on 
Public  Works  and  thank  the  chairman 
of  our  subconunittee,  the  gentleman 
from  Minnesota  [Mr.  Vento],  and  the 
chairman  of  the  full  committee;  the 
gentleman  from  Arizona  [Mr.  Udall], 
and  the  Republican  side  as  well  for 
their  efforts  in  helping  to  get  this 
through,  in  particular  the  gentleman 
from  Arizona  [Mr.  McCain],  who  was 
very  actively  involved  in  trying  to  put 
something  together  that  makes  sense. 
Mr.  Chairman,  today  the  House  is 
considering  legislation  that  is  impor- 
tant for  preserving  our  national  parks 
as  a  place  of  enjoyment  for  the  thou- 
sands of  people  who  visit  each  year. 
We  are  frequently  finding  that  the 
tranquility  our  visitors  have  come  to 
expect  from  our  parks  is  being  shat- 
tered by  the  constant  drone  of  flights 
over  the  parks.  These  flights  occur  at 
such  low  altitudes  that  they  also 
threaten  the  very  safety  of  the  people 
on  the  ground. 

The  tragedy  that  occurred  earlier 
this  year  in  the  Grand  Canyon  only 
reinforced  the  need  to  take  action  to 
prevent  any  more  needless  deaths.  It  is 
unfortunate  that  we  often  do  not  act 
until  we  are  forced  to;  however,  I  hope 
that  by  passing  this  bill  today,  no  fur- 
ther accidents  will  happen  at  Grand 
Canyon  or  other  national  parks  in  this 
country. 

My  original  legislation  called  only 
for  a  study  of  the  problem  of  over- 
flights in  the  national  parks  so  we 
could  formulate  a  policy  to  control 
these  flights.  I  am  pleased  that  the  In- 
terior Committee  agreed  with  my  rec- 
ommendations to  strengthen  the  bill 
by  placing  specific  altitude  limits  over 
three  national  parks  that  are  having 
some  of  the  worst  problems— Yosemi- 
te, Haleakala.  and  Grand  Canyon  Na- 
tional Parks. 

I  have  particular  concern  about  the 
overflights  problem  in  Yosemite  Na- 
tional Park,  which  is  in  my  district. 
This  bill  requires  that  all  aircraft 
flying  over  the  park  stay  2.000  feet 
above  the  surface  that  is  within  the 
route  of  flight.  Por  the  purposes  of 
flying  over  Yosemite  Valley,  aircraft 
would  be  required  to  stay  2,000  feet 
over  the  rim. 

I  wanted  these  specific  altitude  re- 
strictions for  Yosemite  because  com- 
plaints about  aircraft  that  are  flying 
low  over  a  number  of  areas  of  the  park 
are  continuing,  despite  my  previous  ef- 
forts to  resolve  this  problem. 

In  1984,  I  was  able  to  get  officials  of 
the  National  Park  Service  and  the 
Pederal  Aviation  Administration  to 
agree  on  an  aircraft  advisory  for  our 
national  parks.  This  advisory  request- 
ed that  all  aircraft  maintain  at  least  a 
2,000-feet-above-the-ground  minimum 
altitude  when  flying  over  national 
parks. 

Unfortunately,  this  advisory  is  being 
ignored   in   Yosemite   National   Park 
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and  testimony  we  received  during 
hearings  on  this  legislation  shows  that 
the  advisory  is  being  ignored  in  other 
national  parks. 

Allowing  pilots  to  fly  wherever  they 
please  resulted  in  the  tragic  accident 
at  Grand  Canyon.  Restricting  over- 
flights has  become  not  only  a  matter 
of  protecting  the  environment  in  our 
parks,  but  also  a  matter  of  safety. 

I  thank  my  colleagues  on  the  com- 
mittee, Mr.  Vento,  Mr.  Udall,  and  Mr. 
McCain,  for  their  hard  work  in  getting 
this  bill  to  the  House  floor  today.  I 
also  appreciate  the  assistance  of  our 
former  colleague,  Mr.  Heftel,  and  the 
cooperation  of  the  chairman  of  the 
Aviation  Subcommittee,  Mr.  Mineta.  I 
urge  all  Members  to  support  this  legis- 
lation as  a  means  of  bringing  some 
control  to  the  continuing  overflights 
problem. 

Mr.  MINETA.  Mr.  Chairman,  I  yield 
myself  such  time  as  I  may  consume. 

I  thank  the  gentleman  from  Califor- 
nia [Mr.  Coelho]  for  his  comments. 

Mr.  Chairman,  I  rise  in  strong  sup- 
port of  this  legislation,  and  commend 
our  distinguished  colleagues  on  the 
Committee  on  Interior  and  Insular  Af- 
fairs and  the  Interior  Subcommittee 
on  National  Parks  for  this  fine  work 
on  this  bill.  I  also  thank  them  for 
their  most  cooperative  and  construc- 
tive efforts  in  working  with  the  Com- 
mittee on  Public  Works  and  Transpor- 
tation and  the  Subcommittee  on  Avia- 
tion to  accommodate  our  interests  and 
concerns.  Because  of  this  cooperation, 
the  Committee  on  Public  Works  and 
Transportation,  which  shares  jurisdic- 
tion on  this  legislation,  was  able  to 
quickly  agree  to  the  bill  being  brought 
to  the  floor. 

My  interest  in  the  problem  of  over- 
flights of  the  national  parks  is  nothing 
new.  Three  years  ago.  Congressman 
Seiberling,  then  chairman  of  the  Na- 
tional Parks  Subcommittee,  and  I 
urged  changes  to  FAA-recommended 
operating  procedures  covering  over- 
flights of  national  parks.  The  change 
was  to  advise  pilots  to  fly  2,000  feet 
above  canyon  rims  in  units  of  the  Na- 
tional Park  System  for  noise  abate- 
ment reasons.  We  recognized  then,  as 
did  the  Federal  Aviation  Administra- 
tion, that  flying  below  the  Canyon  rim 
in  national  parks,  like  Grand  Canyon 
and  Yosemite,  produced  noise  incom- 
patible with  the  purpose  of  a  national 
park— that  being  establishment  of 
areas  where  citizens  can  enjoy  our  Na- 
tion's natural  beauty  and  quiet. 

This  change  in  recommended  operat- 
ing procedures  has  had  a  positive  ben- 
efit, but  it  has  become  apparent  that 
we  now  need  to  go  beyond  recommen- 
dations or  advice  to  the  pilot  commu- 
nity, because  there  continue  to  be 
abuses  resulting  in  environmental  deg- 
radation of  some  units  of  the  national 
parks. 

I  will  not  reiterate  what  my  col- 
leagues from  the  Interior  Committee 


are  proposing  in  this  legislation.  They 
have  already  ably  described  the  com- 
prehensive approach  of  study  and  reg- 
ulation of  airspace  over  specific  units 
of  the  national  parks. 

I  would  like  to  take  a  few  moments 
to  describe  how  some  of  my  initial  con- 
cerns have  been  addressed.  I  began 
supporting  wholeheartedly  the  con- 
cept of  tighter  regulation  of  the  air- 
space over  the  Grand  Canyon,  Yosemi- 
te, and  the  Hawaiian  Parks.  However, 
I  believe  that  when  we  decide  to  regu- 
late the  airspace  over  our  national 
parks  for  environmental  reasons  that 
we  must  be  crystal  clear  as  to  who  is 
doing  the  regulating  and  who  is  en- 
forcing those  regulations.  It  is  my  firm 
belief  that  the  regulation  of  airspace 
must  remain  in  the  hands  of  the  Fed- 
eral Aviation  Administration. 

It  should  be  recognized  that  changes 
in  airspace  regulation  can  be  made  for 
reasons  other  than  safety,  such  as  to 
take  account  of  environmental  consid- 
erations, but  changes  in  airspace  regu- 
lation must  never  result  in  diminution 
of  safety.  In  order  that  the  safety  im- 
plications of  any  changes  be  adequate- 
ly addressed,  jurisdiction  over  the  air- 
space must  rest  with  the  Federal 
agency  whose  expertise  and  mission  is 
aviation  safety,  the  Federal  Aviation 
Administration. 

This  legislation  before  us  today  does 
just  that  and  bestows  no  authority  on 
the  National  Park  Service  to  regulate 
airspace.  Any  new  regulations  that  are 
developed  out  of  the  studies  we  would 
authorize  with  this  bill  would  be  regu- 
lations of  the  FAA,  not  the  Park  Serv- 
ice. The  Park  Service  can  propose  reg- 
ulations, but  if  the  FAA  determines 
the  Park  Service  proposal  would  ad- 
versely affect  safety,  then  aviation 
safety  concerns  must  be  accommodat- 
ed to  FAA's  satisfaction  before  any 
plans  or  regulations  are  put  into 
effect. 

Another  important  section  of  the 
legislation  authorizes  the  FAA  to  con- 
duct a  study  aimed  at  improving  air 
safety  above  our  national  parks.  In 
this  study,  I  would  expect  a  wide  varie- 
ty of  issues  to  be  addressed,  including 
the  need  for  stronger  regulation  of 
commercial  operations  using  ovir  na- 
tional parks,  the  need  for  imprcived 
communications,  the  need  for  clearly 
defined  flight  patterns,  and  the  need 
for  improved  surveillance  and  inspec- 
tion of  commercial  aircraft  operators 
by  the  FAA. 

This  study  would  be  completed 
within  6  months  of  enactment  cf  H.R. 
4430,  but  I  would  urge  the  FAA  to  ex- 
ercise its  existing  authority  to  get  un- 
derway on  the  study  now  and  not  wait 
for  enactment  of  the  bill  because,  as 
the  recent  tragedy  at  the  Grand 
Canyon  demonstrates,  there  are  some 
obvious  safety  problems  in  need  of  so- 
lution. 

Again,  I  want  to  commend  our  Inte- 
rior Committee  colleagues,  particular- 


ly Chairman  Udall,  Subcommittee 
Chairman  Vento,  ranking  minority 
members  Young  and  Lagomarsino, 
and  Congressman  Coelho,  the  original 
sponsor  of  this  legislation,  for  their 
fine  work  on  this  legislation  and  the 
opportunity  they  have  afforded  me 
and  the  Aviation  Subcommittee  to 
contribute  to  their  efforts. 

D  1220 

Mr.  Chairman,  I  reserve  the  balance 
of  my  time. 

Mr.  HAMMERSCHMIDT.  Mr. 
Chairman,  I  ask  unanimous  consent 
that  the  gentleman  from  Arizona  [Mr. 
McCain]  be  allowed  to  handle  the  rest 
of  the  time  that  I  have  remaining  for 
the  consideration  of  H.R.  4430. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Arkansas? 

There  was  no  objection. 

Mr.  McCAIN.  Mr.  Chairman,  I  yield 
3  minutes  to  the  distinguished  gentle- 
man from  Utah  [Mr.  Hansen]. 

Mr.  HANSEN.  Mr.  Chairman,  this 
has  been  an  interesting  piece  of  legis- 
lation that  we  are  discussing.  I  find  it 
interesting  that  when  this  first  came 
about,  it  was  predicated  more  on  the 
idea  of  noise  than  it  was  on  safety. 

At  that  particular  time,  we  found 
ourselves  in  a  situation  that,  can  you 
as  an  individual  go  into  one  of  our  na- 
tional parks  and  enjoy  a  wilderness  ex- 
perience without  hearing  aircraft 
buzzing  around? 

I  am  somewhat  familiar  with  the 
Grand  Canyon,  and  I  would  like  to  ad- 
dress my  remarks  to  the  Grand 
Canyon.  I  hiked  across  the  Bright 
Angel  Trail  and  the  Kaibab  Trail.  I 
have  run  the  river  twice.  I  have  to  say 
that  my  son  is  a  professional  river 
runner  and  runs  it  12  to  14  times  a 
year,  the  whole  281  miles,  and  then  on 
to  Lake  Meade. 

I  have  been  asking  some  of  these 
river  runners  specifically:  Have  you 
heard  aircraft  flying  overhead?  So  I 
have  asked  people  from  the  private  in- 
dustry and  from  the  commercial  indus- 
try and  have  yet  to  find  one  who  actu- 
ally could  ever  hear  an  airplane  of 
those  who  were  taking  people  over  the 
park.  But  I  have  heard  a  lot  of  those 
people  say,  yes,  I  can  hear  a  Western 
Airlines  or  an  American  Airlines  at 
32,000  feet  flying  over. 

I  think  those  of  us  who  fly,  and 
there  are  an  awful  lot  of  Members  in 
this  House  who  hold  pilot  licenses,  and 
some  of  us  have  buzzed  right  through 
the  middle  of  the  canyon  that  we  are 
sorry  to  admit  to,  but  it  is  not  an  equa- 
tion with  altitude  and  noise.  You  know 
yourself  that  a  jet  aircraft  makes  a  lot 
more  noise  at  35.000  than  a  Cessna  340 
right  over  your  head.  So  even  talking 
to  those  who  make  aircraft  engines, 
you  do  not  really  find  noise  and  eleva- 
tion equated.  I  think  we  realize  that. 
So  is  it  really  a  question  of  noise? 
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Along  the  line  as  this  bill  was  intro- 
duced, we  then  found  a  situation— un- 
fortunately we  had  a  deHavilland  and 
a  Ranger  III  that  collided  in  midair.  It 
was  a  very  unfortunate  thing,  but  the 
bill  at  that  point  took  a  new  aspect.  It 
took  a  giant  step  forward,  and  now  it 
became  a  safety  angle. 

Well,  I  have  to  say  that  I  have  re- 
spect for  this  bill  and  I  reluctantly 
support  it,  but  I  do  support  it,  because 
I  feel  it  is  very  important  that  we 
move  toward  that  area. 

But  I  would  like  to  just  have  the 
Members  of  this  House  realize  what  is 
their  philosophy  regarding  the  parks 
of  this  Nation.  There  are  400,000 
people  a  year  who  have  the  opportuni- 
ty for  flying  over  the  Grand  Canyon,  a 
$50  million  business.  Those  400.000 
people,  many  of  them  do  not  have  the 
physical  wherewithal  to  hike  those 
trails,  do  not  have  the  time,  the  effort, 
or  the  money  that  they  want  to  get  in 
a  raft  and  go  281  miles  through  the 
middle  of  the  Grand  Canyon.  I  person- 
ally feel  that  their  feelings  are  just  as 
important  as  the  person  who  wants  to 
have  a  solitude  experience  and  go 
through  the  canyon  on  foot. 

So  I  think  that  possibly  this  study 
that  we  are  looking  at  probably  makes 
a  lot  of  sense.  I  am  glad  the  gentleman 
from  California  [Mr.  Mineta]  pointed 
out  that  it  put  no  authority  on  the  Na- 
tional Park  Service  to  regulate  that. 

I  would  urge  Members  of  the  House 
to  vote  for  this  bill,  but  take  into  con- 
sideration there  will  be  further  things 
on,  and  everyone's  interests  should  be 
considered  as  we  look  at  flyovers  of 
the  canyon. 

Mr.  VENTO.  Mr.  Chairman,  I  yield  4 
minutes  to  the  distinguished  chairman 
of  the  Interior  and  Insular  Affairs 
Committee,  the  gentleman  from  Arizo- 
na [Mr.  Udall] 

Mr.  UDALL.  Mr.  Chairman,  today 
the  House  is  considering  an  important 
piece  of  legislation.  H.R.  4430  address- 
es a  growing  problem  in  many  of  our 
national  parks— the  noise  and  danger 
generated  by  uncontrolled  aircraft 
overflights.  Although  the  bill  general- 
ly deals  with  studying  the  problem  at 
some  parks,  it  mandates  specific  action 
at  Grand  Canyon  National  Park  and  it 
is  these  provisions  with  which  I  am 
most  concerned. 

It  used  to  be  that  our  parks,  espe- 
cially our  premier  western  parks,  were 
largely  self-protecting  because  of  the 
very  nature  of  their  isolation.  That 
has  all  changed  now,  and  our  parks 
are  virtually  under  siege  from  an  army 
of  stresses  and  threats  that  are  being 
imported  into  their  boundaries. 

Our  parks  are  not  wilderness  areas, 
unless  the  Congress  otherwise  so  des- 
ignates them.  They  are  meant  to  be 
seen,  enjoyed  and  experienced  by  the 
public.  To  do  that,  both  the  National 
Park  Service  and  private  business  to- 
gether must  provide  the  goods  and 
services  necessary  to  do  the  job  for  the 


visiting  public.  I  believe  that  air  tours 
are  a  legitimate  and  appropriate  way 
to  provide  a  unique  and  exciting  expe- 
rience of  a  park  and  that  to  ban  them 
would  be  wrong  and  unfair. 

But  some  have  argued  that  the  over- 
flights, even  helicopter  and  fixed-wing 
flights  below  the  rim,  do  not  really 
bother  anybody  but  a  few  elitist  back- 
packers and  that  besides,  more  people 
fly  over  and  into  the  canyon  than  walk 
into  it.  They  say  that  we  should  not 
restrict  this  popular  and  profitable  ac- 
tivity at  all,  except  perhaps  to  zone 
aircraft  below  the  rim  away  from 
areas  where  on-the-ground  visitors  go. 
I  have  great  problems  with  these  argu- 
ments. 

First,  neither  the  Congress  nor  the 
Park  Service  is  charged  with  the  re- 
sponsibilty  of  making  it  possible  for 
everyone  to  see  a  park  whenever  and 
in  whatever  marmer  they  want.  Nor  is 
it  their  responsibility  to  allow  private 
business  to  make  a  profit  off  park  re- 
sources whenever  and  in  whatever 
manner  they  want.  We  do  not  allow 
tramways  into  the  Grand  Canyon,  or 
major  hotels  on  the  river,  even  though 
it  would  be  popular  and  profitable  to 
do  so.  Our  first  and  overriding  respon- 
sibility clearly  is  to  protect  the  re- 
sources of  the  park  and  then  to  pro- 
vide for  visitor  experiences  that  are 
consonant  with  resource  protection 
and  protect  the  public  health  and 
safety. 

Nowhere  has  this  fundamental  con- 
flict become  more  advanced  than  at 
the  Grand  Canyon.  I  have  known  and 
loved  the  canyon  all  my  life.  I  also 
have  been  a  pilot  for  a  good  deal  of  my 
life.  It  is  obvious  to  me  that  the  situa- 
tion at  Grand  Canyon  with  regard  to 
aircraft  overflights  has  gotten  out  of 
control  and  that  the  time  for  action  to 
protect  both  the  park  and  the  public 
safety  has  arrived.  It  is  very  obvious  to 
me  that  it  is  not  just  a  small  minority 
of  park  visitors  who  are  offended  by 
the  sights  and  sounds  of  these  air- 
craft. I  have  received  an  avalanche  of 
mail  from  all  kinds  of  people  who  say 
that  their  experience  at  the  rim,  at 
the  river  and  at  all  points  in  between 
has  been  diminished  by  aircraft  over- 
flights. Polls  in  Arizona  also  confirm 
that  most  people  in  my  State  believe 
that  the  presence  of  helicopters  and 
airplanes  buzzing  around  below  the 
rim  of  the  canyon  is  simply  and  essen- 
tially incompatible  with  our  responsi- 
bility to  protect  the  grandeur  and  se- 
renity of  this  magnificent  natural 
wonder.  And  make  no  mistake  about 
it,  part  of  what  makes  the  Grand 
Canyon  so  wonderful  is  its  quiet, 
which  has  been  recognized  as  a  "re- 
source" of  the  park  in  previous  legisla- 
tion. The  quiet  of  the  Grand  Canyon 
is  every  bit  as  much  a  resource  of  this 
park  as  the  giant  sequoias  are  of  Red- 
wood National  Park  or  Old  Faithful  is 
of  Yellowstone  National  Park. 
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The  National  Park  Service,  pursuant 
to  directions  given  to  it  by  the  Grand 
Canyon  Enlargement  Act.  has  been 
studying  the  aircraft  overflight  prob- 
lem and  is  now  weighing  various  alter- 
native management  schemes.  I  think  it 
would  be  very  unwise  at  this  time  to 
simply  overthrow  this  process.  But  the 
process  has  been  unacceptably  slow 
and  the  principal  agencies  involved, 
the  Park  Service  and  especially  the 
Federal  Aviation  Administration,  need 
some  direction  from  the  Congress. 

Therefore.  H.R.  4430  requires  the 
Park  Service  to  submit  an  aircraft 
management  plan  to  the  FAA  within 
30  days  of  enactment.  This  plan  is  to 
have  three  major  elements.  First,  it 
must  restore  the  natural  quiet  of  the 
canyon;  second,  the  plan  would  have 
to  be  safe  for  the  flying  public  and 
other  park  visitors.  Recent  tragic 
events  make  this  goal  all  the  more  im- 
perative; and  third  the  plan  must  have 
as  one  of  its  components  a  ban  on  all 
flights,  except  those  for  necessary 
emergency  and  administrative  pur- 
poses, below  the  rim  of  the  canyon. 

Upon  receipt  of  the  plan,  the  FAA 
would  have  60  days  in  order  to  do 
what  it  does  best— determine  whether 
the  plan  is  safe.  If  it  so  certifies,  the 
plan  would  then  be  implemented  by 
the  FAA.  If  it  cannot  so  certify,  then 
the  FAA  and  the  Park  Service  are 
given  an  additional  60  days  in  which  to 
make  the  necessary  modifications  to 
the  plan  and  then  implement  it. 

Let  me  add  a  few  words  about  what 
the  bill  does  not  do.  First,  it  does  not 
end  air  tours  at  the  Grand  Canyon.  I 
expect  that  sightseeing  flights  above 
the  rim  will  continue  to  be  available 
and  will  continue  to  be  highly  popular, 
as  well  they  should  be.  Arguments 
that  we  are  denying  the  aged,  the 
infirm,  the  handicapped,  or  anyone 
else  their  "right"  to  see  the  Grand 
Canyon  are  obviously  misplaced.  We 
are  simply  attempting  to  place  sensi- 
ble controls  on  this  form  of  visitation 
in  order,  first  and  foremost,  to  protect 
the  park,  and,  second,  to  protect  the 
public. 

Second,  the  bill  does  not  interfere 
with  the  prerogatives  of  the  FAA.  We 
have  worked  very  closely  with  Repre- 
sentative Mineta.  chairman  of  the 
Aviation  Subcommittee,  to  make  sure 
that  we  do  not.  No  plan  for  the  man- 
agement of  aircraft  at  the  Grand 
Canyon  can  take  effect  without  FAA 
approval.  The  FAA  is  solely  responsi- 
ble for  writing  and  implementing  any 
regulations  necessary  to  implement 
any  plan. 

I  would  add  at  this  point  that  since 
the  Interior  Committee  passed  H.R. 
4430.  the  FAA  has  moved  to  formally 
consider  new  regulations  to  ban  all  but 
emergency  flights  below  the  rim,  spe- 
cific route  and  altitude  restrictions  in 
the  airspace  from  the  rim  to  2.000  feet 
above     the     rim,     and     prohibitions 
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against  any  aircraft  below  2.000  feet 
above  the  rim  that  do  not  conform 
with  these  restrictions. 

These  provisions,  if  adopted,  would 
fit  in  perfectly  with  the  intentions  of 
H.R.  4430  and  I  wish  the  FAA  had 
moved  earlier  to  consider  them.  I  cer- 
tainly think  the  FAA  announcement 
says  a  great  deal  about  the  fairness  of 
our  proposal.  I  still  believe  the  bill  is  a 
necessity,  however,  because  of  the  un- 
certainty of  PAA  action  and  the  spe- 
cific timetables  laid  out  in  H.R.  4430. 

In  summary,  this  bill  represents,  in 
my  opinion,  a  very  reasonable  compro- 
mise between  those  who  want  no  re- 
strictions and  those  who  want  far 
harsher  restrictions,  such  as  a  manda- 
tory minimimi  altitude  for  all  aircraft 
of  2,000  feet  above  the  canyon  rim.  It 
preserves  the  opportunity  of  everyone 
to  see  the  Grand  Canyon  from  the  air, 
while  mandating  important  steps  to 
preserve  the  serenity  and  quiet  of  one 
of  Nature's  most  glorious  wonders.  It 
does  not  in  any  way  usurp  the  authori- 
ties or  prerogatives  of  Federal  agen- 
cies such  as  the  FAA.  And  finally,  I  am 
convinced  that  although  the  safety 
record  of  the  air-tour  operators  at  the 
Grand  Canyon  generally  has  been 
rather  good,  the  safety  of  future 
flights  will  be  improved  by  both  the 
restrictions  mandated  by  the  bill  and 
the  attention  now  being  focused  on 
this  problem  by  the  FAA. 

I  urge  my  colleagues  to  join  the  bi- 
partisan support  this  bill  has  long  en- 
joyed and  vote  in  favor  of  this  impor- 
tant measure. 

D  1230 

.  Mr.  McCAIN.  Mr.  Chairman,  I  yield 
3  minutes  to  the  gentlewoman  from 
Nevada  [Mrs.  Vucanovich]. 

Mrs.  VUCANOVICH.  I  thank  the 
gentleman  for  yielding  me  this  time. 

Mr.  Chairman,  I  rise  today,  not  in 
total  opposition  to  H.R.  4430.  a  bill 
that  authorizes  a  study  to  determine 
the  minimum  altitude  for  aircraft 
flying  over  national  parks,  but  to  ex- 
press my  concerns  over  certain  re- 
quirements of  this  bill.  I  do  not  object 
to  the  study  altogether;  I  do.  however, 
have  reservations  about  the  specific 
restrictions  regarding  the  Grand 
Canyon. 

The  proposition  to  prohibit  flights 
below  the  rim  of  the  Grand  Canyon 
has  been  very  controversial.  This  will 
have  a  significant  impact  on  my  State 
as  90  percent  of  all  flights  to  the 
Grand  Canyon  originate  in  Las  Vegas. 
The  Grand  Canyon  restrictions  are 
proposed,  in  part,  as  a  means  to  find  a 
way  to  address  the  alleged  noise  in  the 
canyon  so  the  hikers  and  air  visitors 
can  coexist.  I  believe  this  can  be  done 
without  the  severe  restrictions  im- 
posed on  canyon  overflights. 

The  national  parks  of  this  country 
should  be  available  to  everyone.  The 
restrictions  proposed  for  below-the- 
rim  flights  to  the  Grand  Canyon  may 


well  prohibit  thousands  of  people 
from  enjoying  the  beauty  and  splen- 
dor the  Grand  Canyon  has  to  offer.  I 
agree  with  my  colleague,  the  gentle- 
man from  Utah  [Mr.  Hansen],  no 
longer  will  the  elderly,  handicapped, 
or  regular,  nonhiking  Americans  be 
able  to  participate  in  the  beauty  l)elow 
the  rim  of  the  canyon. 

The  other  reason  for  the  proposed 
restrictions  is  safety.  I  venture  to  say. 
however,  that  if  all  flights  take  place 
at  2.000  feet  above  the  rim.  the  air 
space  will  be  more  congested  and  the 
risk  of  accident  increased.  The  prob- 
lem won't  be  solved,  it  will  just  be 
moved  2,000  feet  higher. 

I  believe  the  FAA  should  work  close- 
ly with  the  National  Park  Service  in 
developing  a  safe  air  traffic  manage- 
ment plan,  a  plan  that  will  not  deny 
the  public  the  opportunity  to  experi- 
ence the  Grand  Canyon  from  the  air. 
Thank  you. 

I  do  support  the  study  but  hope  my 
colleagues  will  consider  the  reserva- 
tions some  of  us  have  expressed. 

Mr.  MINETA.  Mr.  Chairman,  I  yield 
4  minutes  to  the  gentleman  from 
Hawaii  [Mr.  Akaka]. 

Mr.  AKAKA.  I  thank  the  gentleman 
for  yielding  me  this  time. 

Mr.  Chairman,  I  rise  in  strong  sup- 
port of  H.R.  4430  and  urge  my  col- 
leagues to  join  me  in  voting  for  this 
important  bill.  Now  is  the  time  to  con- 
front the  problems  associated  with 
overflights  of  our  national  parks. 

Aircraft  noise  is  a  serious  problem  in 
Hawaii's  national  parks.  Over  the  past 
10  years,  sightseeing  aircraft  oper- 
ations have  increased,  particularly  on 
the  islands  of  Kauai,  Maui,  and 
Hawaii.  According  to  FAA  records, 
there  were  over  60.000  helicopter 
flights  on  Kauai  in  1985.  There  are 
now  11  helicopter  tour  companies  op- 
erating on  that  island  alone.  It  is  not 
unusual  for  visitors,  to  some  wilder- 
ness areas  to  be  subjected  to  a  low-alti- 
tude overflight  every  15  minutes.  No- 
where are  the  problems  more  serious 
than  in  Hawaii's  two  national  parks. 
Haleakala  National  Park  on  Maui  and 
Hawaii  Volcanoes  National  Park  on 
Hawaii. 

In  1984,  there  were  over  1  million 
visitors  to  Haleakala  National  Park. 
Many  came  to  view  the  spectacular 
volcanic  crater,  Haleakala,  the  "House 
of  the  Sun."  The  crater  area  can  be 
reached  by  hiking  or  by  air.  Haleakala 
experiences  an  average  of  30  tourist 
helicopter  flights  a  day.  The  crater 
itself,  which  is  about  3.000  feet  deep 
from  rim  to  floor,  magnifies  noise 
caused  by  helicopters  as  the  sound 
bounces  off  its  walls,  particularly 
when  helicopters  are  flown  inside  the 
crater,  below,  the  rim. 

A  University  of  Hawaii  graduate  stu- 
dent. Al  Perez,  recently  surveyed  44 
park  visitors  on  the  trails  of  Halea- 
kala. Seventy  percent  of  those  sur- 
veyed said  they  came  to  the  park  for 


silence  and  solitude.  Without  prompt- 
ing from  the  interviewer,  41  percent 
said   that   helicopter   noise   was   the 
most  disagreeable  aspect  of  their  visit. 
In  addition,  I  have  received  numerous 
statements,     letters,     and    testimony 
from   community   leaders,    local   offi- 
cials, Hawaii  residents,  and  park  visi- 
tors which  further  describe  the  prob- 
lems with   these  overflights.   I   have 
also  reviewed  Park  Service  cases  of  air- 
craft complaints  by  park  rangers  and: 
visitors.  These  records  indicate  that 
sightseeing  helicopter  flight  practices 
often  go  beyond  being  a  nuisance  and 
create    unnecessary    safety    hazards. 
Complaints    from     horseback     riders 
have  been  filed  after  low-flying  heli- 
copters   threatened    to    startle    their 
mounts.  Several  stockmen  with  trail- 
riding  concessions  in  the  park  have  re- 
marked that  this  is  a  recurring  prob- 
lem. Complaints  have  also  been  filed 
by  park  rangers  who  have  observed 
actual  unsafe  flight  practices,  some  in 
violation  of  a  Federal  air  regulation 
requiring  helicopters  carrying  paying 
passengers  to  maintain  a  minimum  al- 
titude   of   300    feet   above    populated 
areas. 

It  is  time  to  address  these  problems. 
Since  1984,  an  FAA  advisory  has  been 
in  effect  requesting  aircraft  to  fly  at 
least  2,000  feet  above  the  highest  land- 
form  of  any  national  park.  Unfortu- 
nately, this  advisory  has  been  ignored, 
particularly  with  respect  to  Haleakala 
National  Park.  We  need  the  temporary 
restrictions  over  Haleakala  which  H.R. 
4430  provides  during  the  5-year  study 
and  review  period.  We  need  not  only 
to  protect  our  national  parks  but  also 
public  safety.  Finally,  we  need  to 
study  the  problems  associated  with 
aircraft  overflights  of  our  national 
parks  by  passing  H.R.  4430.  I  urge  my 
colleagues  to  join  me  in  this  effort. 

Mr.  McCAIN.  Mr.  Chairman,  I  yield 
3  minutes  to  the  gentleman  from  Ari- 
zona [Mr.  KoLBE]. 

D  1240 
Mr.  KOLBE.  Mr.  Chairman,  the 
spectacle  and  beauty  of  a  visit  to  the 
Grand  Canyon  can  hardly  be  forgot- 
ten by  anyone  fortunate  enough  to 
visit  this  natural  wonder.  Whether  one 
chooses  to  see  the  canyon  from  an  ob- 
servation point  on  either  the  south  or 
north  rim,  or  by  rafting  down  the  Col- 
orado River  as  I  was  privileged  to  do 
last  summer,  or  by  hiking  down  some 
of  the  many  trails  into  the  park,  or 
even  by  viewing  it  by  aircraft,  the 
Grand  Canyon  National  Park  evokes  a 
sense  of  wonder  and  awe  in  all  who  see 
it.  Unfortunately,  these  various  forms 
of  appreciation  can  result  in  conflicts 
between  users.  This  conflict  took  on 
tragic  scope  this  past  summer  when 
two  sightseeing  aircraft,  a  plane  and  a 
helicopter,  both  flying  below  the  rim 
of  the  canyon,  collided— resulting  in 
the  deaths  of  25  people.  Provisions  of 
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this  bill  have  been  drafted  in  response 
to  this  conflict,  and  to  the  safety  ques- 
tion which  this  accident  raised. 

I  agree  with  the  intent  of  section  3 
of  this  bill  as  it  requires  the  submis- 
sion of  a  report  by  the  National  Park 
Service  a  final  plan  to  the  Federal 
Aviation  Administration  for  the  man- 
agement of  air  traffic  in  the  air  space 
above  the  Grand  Canyon.  I  also  agree 
that  below  the  rim  flights  have  result- 
ed in  noise  levels  that  detract  from 
many  hikers'  enjoyment  of  the  park, 
and  this  problem  needs  to  be  ad- 
dressed in  this  plan. 

This  problem  has  been  around  for  a 
long  time.  The  first  draft  aircraft 
management  plan  was  drawn  up,  but 
ignored,  back  in  1971.  Since  then,  reso- 
lution of  this  problem  has  been  elu- 
sive, largely  because  of  benign  neglect 
within  the  PAA.  I  would  hope  that  the 
PAA  will  play  an  active  role  in  improv- 
ing management  guidelines  within  the 
canyon  not  only  to  ensure  the  safety 
of  park  users,  but  also  to  enhance  the 
enjoyment  of  all  the  park's  visitors. 

I  do  have  concerns  about  some  of 
the  language  in  section  3.  Relative  to 
sections  dealing  with  Yosemite  and 
Haleakala.  the  applicable  period  for 
limits  on  flight  elevation  is  open 
ended.  This  is  not  consistent  with  sec- 
tion 3(b)3,  which  requires  a  report 
within  2  years  about  the  success  of  the 
plan.  If  the  plan  has  not  succeeded,  or 
if  technical  improvements  to  aircraft 
can  be  implemented  which  substan- 
tially restores  the  natural  quiet  in  the 
park,  then  we  should  have  the  oppor- 
timity  to  revisit  the  issue  at  that  time. 
For  Yosemite  and  Haleakala,  this  is 
how  it  is  done.  It  would  seem  logical  to 
do  the  same  for  the  Grand  Canyon. 

I  do  want  to  commend  the  Interior 
Committee,  and  especially  Congress- 
men McCain,  Udall,  and  Coelho  for 
the  work  they've  done  to  craft  this  leg- 
islation given  the  various  complex  ele- 
ments involved.  Arizonans  are  very 
protective  about  their  canyon,  because 
we  luiow  it  is  a  national  treasure  that 
to  be  enjoyed,  needs  to  be  shared.  The 
various  users  of  the  park  should  recog- 
nize this  as  well.  Pull  enjoyment  of 
the  park  should  not  be  restricted  to 
merely  the  young  and  able-bodied.  Air- 
craft play  a  significant  role  in  enhanc- 
ing the  enjoyment  in  the  park  for 
those  that  cannot  hike  or  raft.  Howev- 
er, I  believe  we  all  recognize  that  the 
Park  Service,  and  especially  the  PAA 
need  to  take  decisive  steps  to  improve 
the  air  management  within  the  park. 
That  is  why  I  support  this  bill. 

Mr.  VENTO.  Mr.  Chairman,  I  yield  2 
minutes  to  the  gentleman  from  Cali- 
fornia [Mr.  Lehman],  a  member  of  the 
committee  and  a  sponsor  of  the  meas- 
ure before  us. 

Mr.  LEHMAN  of  California.  Mr. 
Chairman.  I  rise  in  strong  support  of 
H.R.  4430  as  amended  and  I  commend 
the  author  of  the  bill.  Congressmen 
CoELHO.  and  Chairman  Udall,  Vento, 
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MiNETA,  Congressman  McCain,  and 
others  for  their  hard  work  to  bring  us 
legislation  to  both  study  and  regulate 
commercial  overflights  in  our  national 
parks. 

The  recent  and  unfortunate  crashes 
of  small  aircraft  at  the  Grand  Canyon 
and  at  Yosemite  National  Park  have 
increased  our  awareness  that  the  prob- 
lem of  overflights  in  national  paries  is 
far  more  than  just  an  aesthetic  issue. 
The  general  public  relies  on  the  Gov- 
ernment to  ensure  its  air  safety,  and 
we  have  gone  far  too  long  with  busi- 
ness as  usual  with  commercial  over- 
flights. If  we  can  prevent  the  past 
overflight  disasters  at  Yosemite  and 
the  Grand  Canyon  from  happening  in 
the  future,  we  must  make  every  effort 
to  do  so. 

Mr.  Chairman,  I  believe  aviation 
sightseeing  is  an  important  and  legiti- 
mate business.  Operated  properly  with 
commonsense  and  courtesy,  that  busi- 
ness can  be  compatible  with  other 
park  uses. 

Because  these  overflights  make 
money  from  the  national  paries,  how- 
ever, they  are  concessionaires.  Though 
they  are  regulated  by  the  PAA,  they 
should  be  required  to  protect  park 
values  and  not  harm  the  experience  of 
others. 

It  is  my  hope  that  regulations  will 
eventually  be  promulgated  affecting 
the  frequency,  location,  time,  and  alti- 
tude of  these  flights.  This  bill  is  a 
good  first  step. 

I  am  pleased  to  be  a  cosponsor  of 
H.R.  4430  and  I  urge  my  colleagues  to 
vote  "yes"  on  the  bill. 

The  CHAIRMAN.  The  Chair  will 
advise  the  gentleman  from  Minnesota 
[Mr.  Vento]  that  he  has  5  minutes  re- 
maining, the  gentleman  from  Arizona 
[Mr.  McCain]  has  10  minutes  remain- 
ing, and  the  gentleman  from  Califor- 
nia [Mr.  MiNETA]  has  4  minutes  re- 
maining. 

Mr.  VENTO.  Mr.  Chairman,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Chairman,  this  measure,  of 
course,  would  not  be  here  without  the 
help  of  the  sponsors  and  many  others 
who  have  worked  on  this  measure,  in- 
cluding the  gentleman  from  California 
[Mr.  CoELHo],  the  chairman  of  the 
committee,  the  gentleman  from  Arizo- 
na (Mr.  Udall],  the  gentleman  from 
Arizona  [Mr.  McCain]  and,  of  course, 
as  I  mentioned  earlier,  the  gentlewom- 
an from  California,  Sala  Burton,  was 
one  of  the  first  to  point  out  the  prob- 
lems. 

The  fact  is  that,  because  of  this 
issue,  in  fact,  especially  with  regard  to 
Grand  Canyon,  a  study  was  initiated 
in  the  midseventies,  1975,  and  here  we 
are  today  in  1986  without  any  effec- 
tive regulation  of  the  type  of  over- 
flights that  are,  in  fact,  taking  place  in 
this  national  park. 

Recently  I  received  another  letter, 
another  promise,  from  the  Federal 
Aviation   Administration.    I   want   to 
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quote  a  paragraph  from  that  letter.  It 
is  directed  to  the  gentleman  from  Ari- 
zona [Mr.  Udall].  In  the  fourth  para- 
graph, it  says: 

I  am  considering  a  plan  to  supplement  the 
voluntary  measures  now  in  effect  with  a 
regulation  that  would  generally  prohibit 
flight  below  the  rim  of  the  Grand  Canyon 
except  in  the  case  of  emergencies.  The  regu- 
lation would  further  prohibit  flights  in  the 
airspace  up  to  2.000  feet  above  the  rim  of 
the  canyon  unless  conducted  in  accordance 
with  specific  route  and  altitude  restrictions. 
The  reason  I  am  bringing  this  up, 
Mr.  Chairman,  I  think  it  is  important 
to  note  that  this  had  come  from  Mr. 
Donald  Engen,  the  U.S.  Department 
of  Transportation,  and  he  goes  on  to 
point  out  the  voluntary  restrictions 
that  are  now  in  place  which,  for  all 
practical  purposes,  I  think,  do  not 
achieve  the  good  results  they  intend: 
the  training  exercises,  the  pilots,  the 
concerns  about  safety,  the  concerns 
about  noise,  many  advisories,  weather 
information  that  they  provide.  All  of 
this  put  togeher  simply  does  not  work 
and  I  think  it  is  necessary,  because  of 
the  time  that  this  issue  has  been 
under  study  by  the  National  Park 
Service  and  the  PAA,  that  we  come 
through  with  legislation.  I  certainly 
hope  that  the  other  body  recognizes 
the  fact  that  this  is  really  stymied  in 
terms  of  the  administration,  in  terms 
of  the  various  agencies.  While  they  all 
have  good  intentions,  the  fact  of  the 
matter  is  that  these  flights  continue  in 
such  a  way  as  to  destroy  the  experi- 
ence of  the  park,  in  the  process,  of 
course,  I  think,  in  a  manner  that  is  not 
as  safe  as  it  could  and  should  be. 

I  would  hope  that  with  the  passage 
of  this,  we  will  get  better  insights  into 
the  concerns  and  the  safety  and  the 
visitor  experience  in  a  variety  of  dif- 
ferent parks. 

The  question  is  when  the  paries  were 
very  often  designated  and  set  aside  in 
perpetuity,  they  did  not  anticipate  the 
types  of  flights  or  overflights.  I  think 
that  the  oversite  flights  that  occur  in- 
dicate the  spectacular  success  of  the 
park  system  in  this  country,  but  the 
question  is,  if  we  are  to  continue  that 
success  and  preserve  these,  as  was  in- 
tended when  they  were  designated 
under  the  law,  then  I  think  we  have  to 
address  this  particular  question. 

This  measure  before  us  will  give  us 
immediate  limitations  and  relief  in  the 
Grand  Canyon  and  a  couple  of  parks 
where  these  oversite  flights  are  occur- 
ring. 

In  the  near  term,  they  will,  then, 
within  3  years,  provide  us  further 
guidance  on  how  we  can  deal  with  this 
problem  so  as  to  afford  the  best  expe- 
rience for  all  Americans  in  our  nation- 
al parks. 

Mr.  Chairman,  I  reserve  the  balance 
of  my  time. 

Mr.  McCAIN.  Mr.  Chairman,  I  yield 
such  time  as  he  may  consume  to  the 
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distinguished  gentleman  from  Arizona 

[Mr.  Stump]. 

Mr.  STUMP.  Mr.  Chairman,  I  rise  in 
opposition  to  H.R.  4430. 

Mr.  Chairman,  I  am  seriously  concerned 
about  the  dangerous  precedent  we  are  setting 
by  legislatively  regulating  airspace,  and  t>e- 
lieve  that  existing  regulatory  authority  in  both 
the  Departments  of  Interior  and  Transportation 
are  sufficient  to  strike  the  balance  necessary 
to  insure  the  enjoyment  of  our  national  parks 
for  all  types  of  visitor  use. 

While  concerned  with  the  overall  effects  of 
this  type  of  legislation,  I  would  like  to  specifi- 
cally address  my  comments  to  section  3  of 
H.R.  4430,  regarding  Grand  Canyon  National 
Park,  which  is  a  large  part  of  Congressional 
District  Three. 

The  Grand  Canyon  is  recognized  as  one  of 
the  seven  natural  wonders  of  the  worid,  and  is 
a  world  heritage  site.  The  Canyon  is  the  major 
attraction  site  within  the  State  of  Arizona,  and 
one  of  the  top  visitor  attractions  in  the  entire 
United  States.  Annually,  the  Grand  Canyon  at- 
tracts 2%  to  3  million  visitors,  approximately  a 
third  of  whom  are  from  foreign  countries. 

Grand  Canyon  National  Park  provides  a 
range  of  ways  for  those  many  visitors  to  enjoy 
and  experience  the  Canyon;  from  running 
miles  of  the  Colorado  River  through  the 
depths  of  the  Canyon  to  aircraft  sightseeing 
tours  over  the  park.  It  is  that  range  of  visitor 
use  which  has  the  potential  of  creating  a  con- 
flict in  how  visitors  enjoy  the  park. 

Aircraft  flights,  whether  for  transportation  to 
the  park  or  for  enjoying  scenic  tours  of  the 
park,  provide  a  legitimate  means  for  a  large 
number  of  visitors  to  have  access  to  the 
scenic  grandeur  of  the  Canyon  which  they 
might  not  otherwise  have.  Concerns  involving 
aircraft  overflight,  whether  generated  from 
noise  encroachment  issues  or  safety  issues 
need  to  be  addressed.  A  resolution  of  those 
concerns  which  strikes  a  balance  between  ac- 
commodating the  various  types  of  visitor  use 
and  caring  for  the  resources  of  the  park  can 
and  should  be  developed  and  implemented.  A 
simple  solution  of  the  status  quo  or  a  total 
ban  of  aircraft  is  not  realistic,  nor  is  it  practi- 
cal. Neither  is  a  legislatively  imposed  resolu- 
tion. 

The  1975  Grand  Canyon  National  Park  En- 
largement Act  included  a  provision  directing 
the  Secretary  of  the  Interior  to  work  with  the 
FAA  and  the  EPA  to  develop  "rules  and  regu- 
lations or  other  actions  as  he  believes  appro- 
priate to  protect  the  public  health,  welfare, 
and  safety  of  the  natural  environment  within 
the  park."  The  development  of  an  aircraft 
management  plan  in  response  to  that  provi- 
sion is  an  ongoing  process,  and  has  t»een  for 
the  last  2  or  more  years,  our  legislatively  ad- 
dressing this  matter,  whether  or  not  our  ac- 
tions are  predicated  on  an  issue  of  safety,  is 
premature,  and  may  be  based  on  unsubstanti- 
ated information  because  the  management 
plan  process  has  not  been  completed.  It 
should  be  of  interest  in  our  consideration  of 
the  bill  today,  that  the  data  developed  to 
make  a  decision  on  the  management  of  air- 
craft within  the  park  is  currently  under  careful 
review  within  the  Department  of  the  Interior  to 
ensure  that  as  the  plan  is  developed  it  is  done 
so  with  information  which  truly  validates  both 


the  situation  at  the  park  and  the  management 
process  itself. 

I  hope  that  it  will  also  be  noted  by  my  col- 
leagues that  the  National  Transportation 
Safety  Board  is  this  week  holding  an  onsite 
public  hearing  regarding  the  tragic  mid-air  col- 
lision last  June  at  the  Canyon  in  an  effort  to 
complete  the  record  in  its  investigation.  The 
NTSB's  findings  and  report  on  the  probablR 
cause  of  the  accident  will  not  be  adopted  for 
several  months,  further  illustrating  our  lack  of 
complete  information  on  the  subject  of  aircraft 
operations  at  the  Canyon. 

As  importantly,  the  FAA  is  completing  the 
development  of  a  Special  Federal  Airspace 
Regulation  specifically  for  Grand  Canyon  Na- 
tional Park,  property  exercising  existing  regula- 
tory authority  to  address  safety  concerns. 

Mr.  Chairman,  while  I  believe  that  we  do 
need  to  address  both  safety  and  noise  en- 
croachment concerns  regarding  aircraft  at  the 
Grand  Canyon  National  Park,  I  believe  that  we 
are  acting  prematurely,  and  creating  an  un- 
necessary legislative  mandate  in  an  area  in 
which  we  are  not  fully  prepared  to  address. 
Only  after  such  time  as  the  appropriate  agen- 
cies are  unable  to  find  a  reasonable  balance 
among  visitors  use,  safety  concerns  and  envi- 
ronmental impacts  should  we  move  so  hastily. 
With  ongoing  efforts  in  both  the  Department 
of  the  Interior  and  the  Department  of  Trans- 
portation, I  do  not  believe  that  that  time  has 
come,  and  urge  my  colleagues  to  oppose  H.R. 
4430. 

Mr.  McCAIN.  Mr.  Chairman,  I  yield 
1  minute  to  myself. 

I  would  just  like  to  say  that  I  am 
pleased  that  this  legislation  is  on  the 
floor.  I  would  like  to  emphasize  that 
there  is  compatability  between  the  air 
tours  and  the  Grand  Canyon.  We  reg- 
ulate every  aspect  of  this  great  natural 
treasure.  We  regulate  camping,  we  reg- 
ulate rafting,  and  I  believe  that  the 
time  is  long  overdue  for  us  to  regulate 
aircraft  flights  over  the  canyon  as 
well. 

I  believe  working  together  with  the 
FAA  and  the  Park  Service,  we  will  be 
able  to  achieve  an  equitable  and  rea- 
sonable management  plan  that  satis- 
fies all  of  the  interests  involved,  since 
we  all  share  the  common  goal.  The 
preservation  of  one  of  the  crown 
jewels  of  America. 

Mrs.  BURTON  of  California.  Mr.  Chairman, 
as  one  who  has  held  a  longstanding  interest 
in  this  issue,  I  rise  in  support  of  H.R.  4430. 
When  I  first  heard  that  tourist  flights  were 
scheduled  over  Yosemite  National  Park,  I 
talked  with  my  colleagues  on  the  Interior 
Committee  to  see  if  congressional  action 
might  be  necessary  to  prohibit  this  hazardous 
practice.  It  is  unfortunate  that  the  recent  tragic 
loss  of  25  lives  in  an  aircrash  over  the  G'and 
Canyon  has  compelled  us  to  this  action  today. 
You  will  hear  some  very  convincing  statis- 
tics today  on  the  dangers  of  commercializing 
the  airspace  over  our  national  parks.  It  is 
shocking  to  realize  that  there  are  50,000  tour- 
ist flights  a  year  over  Grand  Canyon  National 
Park  and  that  this  activity  represents  one-sixth 
of  the  annual  air  traffic  at  Washington's  Na- 
tional Airport.  We  all  know  how  busy  and  con- 
gested National  Airport  is  so  you  can  well 


imagine  the  intensified  impact  for  a  national 
park  area  far  removed  from  concentrated 
urban  life. 

The  impressive  natural  wonders  of  our  na- 
tional parks  should  t>e  protected  from  the  in- 
trusion of  airborne  mass  transit  and  our  park 
visitors  should  be  protected  from  the  dangers 
inherent  in  trying  to  circumnavigate  these 
often  massive  and  obtrusive  natural  struc- 
tures. 

The  peace  and  solitude  of  our  national- 
parks  is  as  much  a  natural  resource  as  the 
tangible  elements  of  the  park  environment. 
This  legislation  will  simply  speed  the  study 
process  along  for  determining  safe  altitudes 
for  aircraft  flying  over  our  national  parks  in 
order  to  protect  the  park  environment,  as  well 
as  visitors  to  park  areas.  I  urge  my  colleagues 
to  support  H.R.  4430. 

Mr.  McCain.  Mr.  Chairman,  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

D  1250 

Mr.  VENTO.  Mr.  Chairman,  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

Mr.  PANETTA.  Mr.  Chairman,  I 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  my  time. 

The  CHAIRMAN.  Pursuant  to  the 
rule,  the  committee  amendment  in  the 
nature  of  a  substitute  recommended 
by  the  Committee  on  Interior  and  In- 
sular Affairs  now  printed  in  the  re- 
ported bill  shall  be  considered  as  an 
original  bill  for  the  purpose  of  amend- 
ment and  each  section  will  be  consid- 
ered as  having  been  read. 

The  Clerk  will  designate  section  1. 

The  text  of  section  1  is  as  follows: 

H.R. 4430 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of  the    United    States    of 
America  in  Congress  assembled, 

SEtTION  1.  STIDV  OF  PARK  OVERFLIGHTS 

(a)  Study  by  Park  Service.— The  Secre- 
tary of  the  Interior  (hereinafter  referred  to 
as  the  "Secretary"),  acting  through  the  Di- 
rector of  the  National  Park  Service,  shall 
conduct  a  study  to  determine  the  proper 
minimum  altitude  which  should  l>e  main- 
tained by  aircraft  when  flying  over  units  of 
the  national  park  system.  The  Secretary  of 
Transportation,  acting  through  the  Admin- 
istrator of  the  Federal  Aviation  Administra- 
tion (hereinafter  referred  to  as  the  Admin- 
istrator"), shall  provide  technical  assistance 
to  the  Secretary  of  the  Interior  in  carrying 
out  the  study. 

(b)  General  Requirements  of  Study.— 
The  study  shall  identify  any  problems  asso- 
ciated with  overflight  by  aircraft  of  units  of 
the  national  park  system  and  shall  provide 
information  regarding  the  types  of  over- 
flight which  may  be  impacting  on  park  unit 
resources.  The  study  shall  distinguish  l>e- 
tween  the  impacts  caused  by  sightseeing  air- 
craft, military  aircraft,  commercial  aviation, 
general  aviation,  and  other  forms  of  aircraft 
which  affect  such  units.  The  study  shall 
identify  those  park  system  units,  and  por- 
tions thereof,  in  which  the  most  serious  ad- 
verse impacts  from  aircraft  overflight  exist. 

(c)  Specific  Requirements.— The  study 
under  this  section  shall  include  research  at 
the  following  units  of  the  national  park 
system:   Cumberland  Island  National  Sea- 
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shore.  Yosemite  National  Park,  Hawaii  Vol- 
canoes National  Park,  Haleakala  National 
Park,  Glacier  National  Park,  and  Mt.  Rush- 
more  National  Memorial,  and  at  no  more 
than  4  additional  national  park  system 
units,  excluding  those  established  by  section 
201  of  Public  Law  96-487.  The  research  at 
each  such  unit  shall  provide  information 
and  an  evaluation  regarding  each  of  the  fol- 
lowing: 

(1)  The  impacts  of  aircraft  noise  on  the 
safety  of  the  park  system  users,  including 
hikers,  rock-climbers,  and  boaters. 

(2)  The  impairment  of  visitor  enjoyment 
associated  with  overflights  over  national 
park  system  units. 

(3)  Other  injurious  effects  of  flights  over 
park  system  lands  on  the  natural,  historical, 
and  cultural  resources  for  which  the  park 
system  units  were  established. 

(4)  The  values  of  aircraft  flights  over  park 
system  lands  in  terms  of  visitor  enjoyment, 
the  protection  of  persons  or  property, 
search  and  rescue  operations  and  firefight- 
ing. 

Such  research  shall  evaluate  the  impact  of 
overflight  by  both  fixed-wing  aircraft  and 
helicopters.  The  research  shall  include  an 
evaluation  of  the  differences  in  noise  levels 
within  the  park  system  units  concerned 
which  are  associated  with  flight  by  com- 
monly used  aircraft  at  different  altitudes. 
The  research  shall  apply  only  to  overflights 
and  shall  not  apply  to  landing  fields  within. 
or  adjacent  to.  park  system  units. 

(d)  Report  to  Congress.— The  Secretary 
of  the  Interior  shall  submit  a  report  to  the 
Congress  within  3  years  after  the  enactment 
of  this  Act  containing  the  results  of  the 
study  carried  out  under  this  section.  Such 
report  shall  also  contain  recommendations 
for  legislative  and  regulatory  action  which 
could  be  taken  regarding  the  effects  re- 
ferred to  in  paragraphs  (1)  through  (3)  of 
subsection  (c).  Before  submission  to  the 
Congress  the  Secretary  shall  provide  a  draft 
of  the  report  and  recommendations  to  the 
Administrator  of  the  Federal  Aviation  Ad- 
ministration for  his  review.  The  Administra- 
tor shall  review  such  report  and  recommen- 
dations and  notify  the  Secretary  of  any  ad- 
verse effects  which  the  implementation  of 
such  recommendations  would  have  on  the 
safety  of  aircraft  operations.  The  Adminis- 
trator shall  consult  with  the  Secretary  to 
resolve  issues  relating  to  such  adverse  ef- 
fects. The  final  report  shall  include  a  find- 
ings by  the  Administrator  that  implementa- 
tion of  the  recommendations  of  the  Secre- 
tary will  not  have  adverse  effects  on  the 
safety  of  aircraft  operations,  or  if  the  Ad- 
ministrator is  unable  to  make  such  finding, 
a  statement  by  the  Administrator  of  the 
reasons  be  t)elieves  the  Secretary's  recom- 
mendations will  have  an  adverse  effect  on 
the  safety  of  aircraft  operations. 

(e)  PAA  Review  of  Rules.— The  Adminis- 
trator shall  review  current  rules  and  regula- 
tions pertaining  to  flights  of  aircraft  over 
units  of  the  national  park  system  at  which 
research  is  conducted  under  subsection  (c) 
and  in  addition  over  any  other  such  units  at 
which  such  a  review  is  determined  necessary 
by  the  Administrator  or  is  requested  by  the 
Secretary.  In  the  review  under  this  subsec- 
tion, the  Administrator  shall  determine 
whether  changes  are  needed  in  such  rules 
and  regulations  on  the  basis  of  aviation 
safety.  Not  later  than  6  months  after  the 
identification  of  the  units  of  the  national 
park  system  for  which  research  is  to  be  con- 
ducted under  subsection  (c),  the  Administra- 
tor shall  submit  a  report  to  Congress  con- 
taining the  results  of  the  review  along  with 
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recommendations  for  legislative  and  regula- 
tory action  which  is  needed  to  implement 
any  such  changes. 

(f)  Authorization.- Effective  October  1. 
1986,  there  are  authorized  to  be  appropri- 
ated such  sums  as  may  be  necessary  to  carry 
out  the  studies  and  review  under  this  sec- 
tion. 

The  CHAIRMAN.  Are  there  any 
amendments  to  section  1?  If  not,  the 
Clerk  will  designate  section  2. 

The  text  of  section  2  is  as  follows: 

SEC.  2.  KLIGHTS  OVER  YOSE.MITE  AND  HALEAKALA 
Dl  RING  STl'DV  AM)  REVIEW. 

(a)  Yosemite  National  Park.— During  the 
applicable  study  and  review  period  it  shall 
be  unlawful  for  any  fixed  wing  aircraft  or 
helicopter  flying  under  visual  flight  rules  to 
fly  at  an  altitude  of  less  than  2.000  feet  over 
the  surface  of  Yosemite  National  Park.  For 
purposes  of  this  subsection,  the  term  "sur- 
face" refers  to  the  highest  terrain  within 
the  park  which  is  within  2,000  feet  laterally 
of  the  route  of  flight  and  with  respect  to 
Yosemite  Valley  such  term  refers  to  the  up- 
permost rim  of  the  valley. 

(b)  Haleakala  National  Park.— During 
the  applicable  study  and  review  period  it 
shall  be  unlawful  for  any  fixed  wing  aircraft 
or  helicopter  flying  under  visual  flight  rules 
to  fly  at  an  altitude  below  9,500  feet  above 
mean  sea  level  over  the  surface  of  any  of 
the  following  areas  in  Haleakala  National 
Park:  Haleakala  Crater,  Crater  Cabins,  the 
Scientific  Research  Reserve,  Halemauu 
Trail,  Kaupo  Gap  Trail,  or  any  designated 
tourist  viewpoint. 

(c)  Applicable  Period.— For  purposes  of 
the  subsections  (a)  and  (b).  the  applicable 
study  and  review  period  shall  be  the  period 
comprised  of  the  time  prior  to  the  submis- 
sion of  the  report  under  section  1  plus  a  2- 
year  period  for  Congressional  review  there- 
after. 

(d)  Exceptions.— The  prohibitions  con- 
tained in  subsections  fa)  and  (b)  shall  not 
apply  to  any  of  the  following: 

(1)  Emergency  situations  involving  the 
protection  of  persons  or  property,  including 
aircraft. 

(2)  Search  and  rescue  operations. 

(3)  Flights  for  purposes  of  firefighting. 

(4)  Compliance  with  instructions  of  an  air 
traffic  controller. 

(e)  Enforcement.— For  purposes  of  en- 
forcement, the  prohibitions  contained  in 
subsection  (a)  and  (b)  shall  be  treated  as  re- 
quirements established  pursuant  to  section 
307  of  the  Federal  Aviation  Act  of  1958.  To 
provide  information  to  pilots  regarding  the 
restrictions  established  under  this  Act,  the 
Administrator  of  the  Federal  Aviation  Ad- 
ministration shall  publish  notice  of  such  re- 
strictions in  appropriate  Federal  Aviation 
Administration  publications  as  soon  as  prac- 
ticable after  the  enactment  of  this  Act. 

The  CHAIRMAN.  Are  there  any 
amendments  to  section  2?  If  not.  the 
Clerk  will  designate  section  3. 

The  text  of  section  3  is  as  follows: 

SEC.  3.  GRAND  CANYON  NATIONAL  PARK. 

(a)  Noise  associated  with  aircraft  over- 
flight at  the  Grand  Canyon  National  Park  is 
causing  a  significant  adverse  effect  on  the 
natural  quiet  and  experience  of  the  Park 
and  current  aircraft  operations  at  the 
Grand  Canyon  National  Park  have  raised 
serious  concerns  regarding  public  safety,  in- 
cluding concerns  regarding  the  safety  of 
park  users. 

(b)PLAN.— 

(1)  Submission.— Within  30  days  after  the 
enactment  of  this  Act,  the  Secretary,  acting 


through  the  Director  of  the  National  Park 
Service,  shall  submit  to  the  Administrator 
of  the  Federal  Aviation  Administration  a 
final  plan  for  the  management  of  air  traffic 
in  the  air  space  above  Grand  Canyon  Na- 
tional Park.  The  plan  shall  provide  for  sub- 
stantial restoration  of  the  natural  quiet  and 
experience  of  the  park  and  protection  of 
public  health  and  safety  from  adverse  ef- 
fects associated  with  aircraft  overflight. 
Except  as  provided  in  subsection  (c).  the 
plan  shall  contain  provisions  prohibiting  the 
flight  of  aircraft  below  the  rim  of  the 
Canyon,  except  for  purposes  of  administra- 
tion and  for  emergency  operations. 

(2)  Implementation.— Not  later  than  60 
days  after  receipt  of  the  plan  under  para- 
graph (1)  und  after  notice  and  opportunity 
for  hearing,  the  Administrator  shall  issue 
regulations  implementing  the  recommenda- 
tions in  the  plan  unless  the  Administrator 
determines  that  implementing  the  recom- 
mendations would  adversely  affect  aviation 
safety.  If  the  Administrator  determines  that 
implementing  the  recommendations  would 
adversely  affect  aviation  safety,  he  shall, 
not  later  than  60  days  after  making  such  de- 
termination, in  consultation  with  the  Secre- 
tary and  after  notice  and  opportunity  for 
hearing,  revise  the  recommendations  con- 
sistent with  the  requirements  of  paragraph 
(1 )  to  eliminate  the  adverse  effects  on  avia- 
tion safety  and  issue  regulations  implement- 
ing the  revised  recommendations  in  the 
plan.  In  addition  to  the  Administrator's  au- 
thority to  enforce  such  regulations  under 
the  Federal  Aviation  Act  of  1958.  the  Direc- 
tor may  enforce  the  requirements  of  the 
plan  under  such  rules  and  regulations  appli- 
cable to  the  units  of  the  national  park 
system  as  he  deems  appropriate.  The  Direc- 
tor shall  consider  the  appropriate  use  of  his 
existing  authorities  as  they  may  relate  to 
the  licensing  of  commercial  operations  in 
connection  with  national  park  units. 

(3)  Report.— Within  2  years  after  the  ef- 
fective date  of  the  plan  required  by  subsec- 
tion (b)(1),  the  Secretary  shall  submit  to  the 
Congress  a  report  discussing— 

(A)  whether  the  plan  has  succeeded  in 
substantially  restoring  the  natural  quiet  in 
the  Park,  and 

(B)  such  other  matters,  including  possible 
changes  in  the  plan,  as  may  be  of  interest. 
The  report  shall  include  comments  by  the 
Administrator  regarding  the  effect  of  the 
plan's  implementation  on  aircraft  safety. 

(c)  Helicopter  Flights  of  River  Runners.— 
Subsection  (b)  shall  not  prohibit  the  flight 
of  helicopters— 

(1)  which  fly  a  direct  route  between  a 
point  on  the  north  rim  outside  of  the  Grand 
Canyon  National  Park  and  locations  on  the 
Hualapai  Indian  Reservation  (as  designated 
by  the  Tribe),  and 

(2)  whose  sole  purpose  is  transporting  in- 
dividuals to  or  from  boat  trips  on  the  Colo- 
rado River  and  any  guide  of  such  a  trip. 

The  CHAIRMAN.  Are  there  any 
amendments  to  section  3? 

Are  there  further  amendments  to 
the  bill? 

AMENDMENT  OFFERED  BY  MR.  DORNAN  OF 
CALIFORNIA 

Mr.  DORNAN  of  California.  Mr. 
Chairman,  I  offer  an  sunendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Dornan  of 
California:  At  the  end  of  the  bill  add  the 
following: 
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SEC.  4.  COLLISION  AVOIDANCE  SYSTEM. 

Section  312(c)  of  the  Federal  Aviation  Act 
of  1958  (49  U.S.C.  App.  1353(c)).  which  re- 
lates to  research  and  development,  is 
amended  by  inserting  "(1)"  immediately 
after  "(c)"  and  by  adding  at  the  end  thereof 
the  following  new  paragraph: 

"(2)  In  carrying  out  his  functions,  powers, 
and  duties  under  this  section  pertaining  to 
aviation  safety,  the  Secretary  of  Transpor- 
tation shall  coordinate  and  take  whatever 
steps  necessary  (including  research  and  de- 
velopment) to  promulgate  standards  for  an 
airborne  collision  avoidance  system  for  all 
United  States  aircraft,  civil  and  military,  to 
improve  aviation  safety.  The  Secretary  of 
Transportation  shall  promulgate  such 
standards  within  one  year  after  the  date  of 
enactment  of  this  Act.  Such  standards  shall 
require  that  such  collision  avoidance  system 
be  designed— 

"(A)  to  give  aircraft  pilots  clear  and  unam- 
biguous instructions  concerning  maneuvers 
to  be  undertaken  or  avoided  to  prevent  a 
mid-flight  collision  with  other  aircraft: 

'•(B)  to  be  totally  independent  of  any 
ground-based  equipment  and  ground  sta- 
tions and  able  to  function  in  any  remote  or 
other  area  without  the  need  for  communica- 
tion with  ground-based  equipment: 

"(C)  to  permit  modification  of  the  perform- 
ance of  such  system  by  the  pilot  in  com- 
mand of  the  aircraft  in  which  such  system  is 
installed  at  the  option  of  such  pilot: 

••(D)  to  prevent  the  functions  of  such 
system  being  modified  in  any  way  by  signals 
sent  from  any  ground-based  system  or 
equipment; 

•■(E)  so  that  such  system  can  be  manufac- 
tured and  sold  at  a  cost  which  the  Secretary 
of  Transportation  determines  is  sufficiently 
reasonable  so  that  its  use  on  all  such  air- 
craft would  not  impose  an  unreasonable 
burden  on  air  rarriprs  and  other  owners  and 
operators  of  aircrafi: 

••(F)  so  thai  ii  shiii  not  be  incompatible 
with  the  air  traffic  control  system:  and 

••(G)  so  that  it  shall  be  adequate  to  pro- 
tect a  small  aircraft  from  a  similarly 
equipped  small  private  or  military  aircraft. ". 
Mr.  DORNAN  of  California  (during 
the  reading).  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  amend- 
ment be  considered  as  read  and  print- 
ed in  the  Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California? 

Mr.  A/l]NTO.  Mr.  Chairman.  I  do  not 
object  to  dispensing  with  the  reading, 
but  I  reserve  a  point  of  order  against 
the  amendment. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California? 
There  was  no  objection. 
The  CHAIRMAN.  The  gentleman 
from  Minnesota  [Mr.  Vento]  reserves 
a  point  of  order. 

The  gentleman  from  California  [Mr. 
Dornan]  is  recognized  for  5  minutes  in 
support  of  his  amendment. 

Mr.  DORNAN  of  California.  Mr. 
Chairman,  I  must  take  this  opportimi- 
ty  because  this  is  a  discussion  of  air 
safety,  far  more  than  a  discussion  of 
noise.  Although  I  may  vote  for  this 
bill  because  it  is  a  study,  I  feel  it  is 
necessary  to  take  this  opportunity  to 
bring   to    the   attention    of   my   col- 


leagues for  the  umpteenth  time  and  to 
this  Nation,  a  bill  that  I  have  submit- 
ted going  back  10  years  now,  on  the 
avoidance  of  midair  collisions. 

Now,  I  am  sure  some  Members  will 
find  my  next  statement  so  ironic  and 
coincidental  as  almost  begging  disbe- 
lief; but  I  have  my  Air  Force  form-5  as 
proof,  with  a  pencil  notation,  that  I 
was  flying  over  the  Grand  Canyon  on 
June  30,  1956,  in  an  F-86  Saber  jet  out 
of  Williams  Air  Force  Base  at  Phoe- 
nix, when  I  got  a  call  on  the  Guard 
channel  on  my  radio  for  all  aircraft  in 
the  Grand  Canyon  area  to  identify 
themselves.  That  tragic  midair  colli- 
sion had  just  happened  in  which  7  feet 
were  lost  off  the  wing  of  a  United  Air- 
lines DC-7  when  it  cut  completely  the 
tail  off  a  TWA  constellation,  with 
much  loss  of  life  on  both  sides. 

Now,  a  few  years  after  that,  the  pilot 
that  had  soloed  me  in  an  aircraft 
when  I  was  16  years  of  age  back  in 
1950  died  in  a  midair  Collision  over 
Whittier,  CA.  when  his  light  plane 
struck  a  Navy  PV-2  Neptune  patrol 
aircraft. 

I  find  it  more  than  ironic  that  after 
submitting  a  bill  for  an  airborne  colli- 
sion avoidance  system,  on  several  occa- 
sions while  I  was  a  4-year  member  of 
the  Science  and  Technology  Commit- 
tee in  the  1970's,  that  I  resubmitted 
that  bill  on  December  11  of  this  year 
and  then  of  all  the  congressional  dis- 
tricts over  which  a  midair  collision 
should  happen,  on  August  31  of  last 
month  a  DC-9  Aero-Mexico  is  struck 
by  a  Piper  Archer  aircraft  and  another 
collision  takes  place,  this  time  with 
great  loss  of  life  over  my  own  district. 
Now,  I  went  down  to  San  Diego  and 
walked  to  the  horrible  ground  with 
the  loss  of  life  of  144  people.  12  of 
them  on  the  ground,  in  San  Diego, 
before  resubmitting  my  bill  again  in 
1978.  That  midair  collision  was  in  Sep- 
tember 1978. 

A  whistle  blower  of  the  highest  in- 
tegrity came  to  my  office  shortly  after 
that,  Mr.  James  Pope.  Many  of  you 
may  have  seen  him  on  'GO  Minutes" 
last  week.  They  reran  a  program  5 
years  old.  where  Mr.  Pope  made  his 
very  serious  allegations  that  the  FAA 
was  engaged  in  a  coverup  of  this  whole 
airborne  collision  avoidance  system. 

I  know  that  the  gentleman  from 
California  [Mr.  Mineta]  has  worked  as 
hard  as  anybody  in  the  House  can 
work  on  this  issue,  so  has  the  gentle- 
man from  California  [Mr.  Brown]  of 
the  Science  and  Technology  Commit- 
tee, the  gentleman  from  California 
[Mr.  Mineta]  being  the  chairman  of 
the  Aviation  Subcommittee  on  Trans- 
portation and  Public  Works  under 
which  this  bill  comes  to  the  floor;  but 
this  is  the  only'  opportunity,  I  tell  my 
colleagues,  that  we  have  a  chance  to 
add  to  this  study  of  noise,  with  all  the 
discussion  of  safety  here,  a  further 
study  to  bring  to  the  attention  of  the 
American   people   that   for   12   years 


after  RCA,  Mirmeapolis-Honeywell 
and  McDormell  Douglas  under  the 
guidance  of  its  chief  executive  officer, 
Sandy  McDonnell,  who  lost  two  of  his 
top  test  pilots,  former  military  pilots, 
in  a  midair  collision  near  St.  Louis, 
that  all  three  of  these  companies  had 
ready  12  years  ago  under  a  reasonable 
price  an  airborne  collision  avoidance 
system. 

Now,  please,  my  colleagues,  listen  to 
these  statistics.  Presently  there  is  an 
average  of  about  32  midair  collisions 
occurring  throughout  this  country, 
most  of  them  small  airplanes  at  I(x:al 
airports  that  we  do  not  hear  about. 

If  we  have  to  wait  for  the  so-called 
full  implementation  of  TCAS  or  BCAS 
or  FAA  control  systems  for  another  12 
to  14  years,  we  can  expect  on  the  aver- 
age 448  midair  collisions  involving  over 
896  aircraft.  If  just  an  average  of  three 
people  die  as  a  result  of  these  colli- 
sions, we  are  talking  about  close  to 
2,700  people  who  will  die  needlessly. 

Now,  of  course,  statisticians  will 
argue  that  this  is  a  small  number  com- 
pared to  those  who  die  in  automobile 
crashes,  40  or  50,000  a  year,  or  would 
die  in  other  airplane  crashes. 

Yes,  it  is  small  in  a  peculiar  way  rel- 
ative to  other  loss  of  life,  but  what  we 
are  talking  about  here,  my  colleagues, 
is  avoidable  accidents  and  avoidable 
deaths;  although  there  is  no  reason  to 
believe  that  out  of  the  448  anticipated 
midair  crashes  at  least  one  is  going  to 
involve  an  airliner  and  then  there  will 
be  a  lot  more  people  die  on  the 
ground,  as  I  lost  9  people  in  my  city  of 
Cerritos  on  the  31st  of  last  month. 

I  would  ask  my  colleagues  to  please 
accept  this  amendment,  because  it  is 
the  last  chance  we  will  get  in  the  99th 
Congress  to  do  something  to  stop  this 
bureaucratic  blockage  of  an  airborne 
inexpensive  collision  avoidance 
system. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  California  [Mr. 
Dornan]  has  expired. 

Does  the  gentleman  from  Minnesota 
[Mr.  Vento]  insist  on  his  point  of 
order? 

Mr.  VENTO.  Yes,  Mr.  Chairman.  I 
insist  on  my  point  of  order. 

The  CHAIRMAN.  The  gentleman 
from  Miruiesota  is  recognized. 

POINT  OF  ORDER 

Mr.  VENTO.  Mr.  Chairman,  under 
the  rule  of  germaneness,  rule  XVI, 
clause  7,  no  subject  different  from 
that  under  consideration  shall  be  ad- 
mitted under  the  color  of  an  amend- 
ment. The  amendment  of  the  gentle- 
man from  California  [Mr.  Dornan] 
violates  that  rule  and  I  must  reluc- 
tantly insist  on  my  point  of  order.  Mr. 
Chairman. 

The  CHAIRMAN.  Does  the  gentle- 
man from  California  wish  to  be  heard 
on  the  point  of  order? 
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Mr.  DORNAN  of  California.  Yes, 
Mr.  Chairman,  I  would  like  to  speak  to 
it. 

The  CHAIRMAN.  The  gentleman 
from  California  is  recognized. 

Mr.  DORNAN  of  California.  Mr. 
Chairman,  I  understand  the  gentle- 
man's objection  and  I  would  ask  for 
some  help.  Under  my  5  minutes  here,  I 
would  like  to  ask  for  a  colloquy  with 
my  good  friend  and  distinguished  col- 
league, the  gentleman  from  California 

[Mr.  MiNETAl. 

The  CHAIRMAN.  The  Chair  will 
advise  the  gentleman  that  he  cannot 
have  a  colloquy  during  a  point  of 
order. 

Mr.  DORNAN  of  California.  All 
right,  Mr.  Chairman,  here  is  what  I 
will  ask  rhetorically  and  publicly. 

There  are  very  few  times  we  get  to 
take  the  well  or  the  leadership  desks 
here  to  fight  for  directly  protecting 
life.  I  stand  here  convinced  that  if  we 
had  been  able  to  pass  a  bill  forcing  the 
FAA  to  come  up  with  an  airborne  colli- 
sion avoidance  system  back  in  1977 
when  we  first  had  hearings  and  inves- 
tigated it  or  back  in  1979  after  we  were 
responding  to  the  September  1978 
crash  of  an  airliner  and  a  small  light 
plane  over  southern  California,  and  I 
might  add  that  every  time  I  go  into 
the  cockpit  of  a  large  airplane  and  see 
the  limited  visibility  I  am  reminded 
that  the  small  aircraft  at  San  Diego 
was  22  degrees  below  the  nose  level 
and  in  the  cockpit  of  a  727  you  can 
only  look  16  degrees  down,  so  these 
less  maneuverable  aircraft  have  the 
responsibility  to  avoid  the  small  ones, 
although  the  responsibility  is  with  the 
small  ones  in  that  airspace,  and  yet 
they  are  the  ones  who  have  even  less 
electronic  assistance  available  to  them. 

Now,  I  would  ask  the  gentleman 
from  California  [Mr.  Mineta]  if  there 
is  anyway  that  we  can  get  some  kind 
of  a  hearing  in  the  remaining  2  or  3 
weeks.  God  forbid  that  we  come  back 
into  a  special  session,  so  that  this  99th 
Congress,  which  suffered  a  midair  col- 
lision over  the  Grand  Canyon  on  June 
18  does  something  in  this  Congress. 

Mr.  Chairman,  I  ask  the  gentleman 
to  withdraw  his  objection. 

The  CHAIRMAN.  The  Chair  will 
advise  the  gentleman  from  California 
that  he  is  still  not  speaking  to  the 
point  of  order  and  will  ask  the  gentle- 
man to  conclude  his  remarks  on  the 
point  of  order,  without  the  colloquy  or 
the  questions. 

The  gentleman  may  proceed. 

Mr.  DORNAN  of  California.  That  is 
all,  Mr.  Chairman. 

The  CHAIRMAN  (Mr.  Pickle).  The 
Chair  is  ready  to  rule. 

The  gentleman  from  California  [Mr. 
E>ORNAN]  has  offered  an  amendment 
adding  a  section  4  pertaining  to  the 
'collision  avoidance  system. 

The  Chair  has  had  an  opportunity 
to  examine  the  amendment  and  it  is 
the  opinion  of  the  Chair  that  the 


amendment  is  not  germane.  The  bill 
before  us,  H.R.  4430,  is  a  narrow  one 
addressing  only  overflights  over  cer- 
tain national  park  areas. 

The  amendment  goes  to  an  unrelat- 
ed subject  amending  an  act  not 
amended  by  the  bill. 

Therefore,  the  Chair  sustains  the 
point  of  order. 

Mr.  GRAY  of  Illinois.  Mr.  Chair- 
man, I  move  to  strike  the  last  word. 

Mr.  Chairman,  I  rise  at  this  time  to 
associate  myself  with  the  remarks  of 
the  gentleman  from  California  [Mr. 
Dornan]  on  aircraft  travel  safety. 

Thirteen  years  ago  as  a  member  of 
the  Committee  on  Public  Works  and 
Transportation,  we  had  before  our 
committee  the  then  Administrator  of 
the  FAA,  Mr.  Kee. 

I  said  to  him,  "How  are  you  coming 
on  the  collision  avoidance  device  re- 
search and  development?" 

He  said,  "Mr.  Gray,  we  are  just 
around  the  corner." 

I  retired  from  this  body,  as  many  of 
you  know,  for  10  years.  When  I  came 
back,  we  had  the  present  FAA  Admin- 
istrator, Admiral  Engen  before  our 
committee  a  few  months  ago  and  I 
said,  "Admiral,  how  are  you  coming  on 
the  collision  avoidance  device  research 
and  development?" 

And  believe  it  or  not,  he  said  the 
same  words— 13  long  years  later,  "just 
around  the  corner." 

This  year  in  the  Department  of 
Transportation  appropriations  bill, 
the  subcommittee  chairman,  my 
friend  Mr.  Lehman  of  Florida  of  the 
Subcommittee  on  Transportation  has 
put  in  the  bill  this  year  additional 
money  for  T-CAS-1,  T-CAS-2,  and 
even  T-CAS-3  and  accelerated  re- 
search and  development  on  a  collision 
avoidance  system  program.  The  ball  is 
now  in  FAA's  court. 

The  only  reason  I  take  this  time  now 
is  to  state  to  this  body  that  we  all 
should  be  rising  up  and  asking  the 
FAA  to  move  forward  now  that  they 
will  soon  have  more  funds  in  fiscal 
year  1987  appropriations  starting  Oc- 
tober 1.  Thanks. 

Mr.  DORNAN  of  California.  Mr. 
Chairman,  I  move  to  strike  the  requi- 
site number  of  words. 

Mr.  Chairman,  if  I  could  ask  my 
good  friend  and  distinguished  col- 
league, the  gentleman  from  California 
[Mr.  Mineta],  to  help  my  frustration  a 
little  bit,  as  a  person  of  responsibility 
and  power,  as  head  of  that  Aviation 
Subcommittee,  may  I  ask  the  gentle- 
man what  can  we  do  before  this  99th 
Congress  adjourns  to  lijht  a  fire  under 
the  FAA?  Twelve  years  of  foot-drag 
ging  is  nothing  short  of  a  disgrace. 

Mr.  MINETA.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  DORNAN  of  California.  I  am 
glad  to  yield  to  the  gentleman  from 
California. 

Mr.  MINETA.  Mr.  Chairman,  it  is 
not  all  just  foot-dragging  on  the  part 
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of  the  FAA.  The  Air  Transport  Asso- 
ciation is  also  concerned  about  the 
kind  of  device  that  is  going  to  be 
placed  in  their  aircraft. 

We  have  a  T-CAS-1,  T-CAS-2,  and 
T-CAS-3,  as  has  been  explained. 

In  T-CAS-2,  there  is  one  in  a  Pied- 
mont Airlines  aircraft.  There  are 
about  I  believe  20  more  that  will  be  in- 
stalled in  United,  Republic,  and  other 
Piedmont  aircraft  very  shortly;  but  we 
are  moving  ahead  with  this  program. 

The  Air  Transport  Asssociation  has 
also  been  concerned  because  they 
want  to  make  sure  that  what  is  in- 
stalled is  really  in  fact  going  to  be  the 
right  kind  of  equipment.  There  are 
also  some  issues  about  liability. 

If  there  is  an  aircraft  accident  as  the 
result  of  the  use  of  a  transponder,  the 
question  about  liability  also  ensues;  so 
there  has  been  some  concern  about 
that. 

I  think  at  this  point  because  of  the 
expressions  of  concern  and  because  of 
the  Cerritos  air  crash  and  other  fac- 
tors, there  is  a  great  deal  of  movement 
on  this  and  I  think  we  are  now  taking 
very  large  progressive  steps. 

Again,  hopefully  with  the  amount  of 
money  that  is  available  in  the  trans- 
portation appropriation  bill  for  R&D 
and  other  efforts  going  on,  that  we 
will  in  fact  be  further  along. 

n  1305 

Mr.  DORNAN  of  California.  Mr. 
Chairman,  reclaiming  my  time,  I  have 
a  report  here  from  an  engineer,  Mr. 
Ed  R.  Gunny,  that  was  written  11  days 
before  the  terrible  air  crash  into  my 
district,  and  I  submit  this  report  for 
the  Record,  so  that  people  reading 
this  will  understand  my  frustration, 
and  I  hope  that  something  happens  in 
this  area. 

The  report  follows: 

Why  No  Collision  Avoidance  Equipment 
FOR  Pilots?  An  Engineer/Pilot's  Lament 
AND  Revelation 

(By  E.R.  Gunny) 

Pilots  have  sought  some  electronic  means 
by  which  they  can  avoid  mid-air  collisions 
ever  since  1956,  when  a  mid-aid  collision  be- 
tween two  airliners  occurred  over  the  Grand 
Canyon.  By  1967.  the  Air  Transport  Associa- 
tion of  America  set  forth  performance  speci- 
fications for  such  equipment.  Briefly,  they 
included  the  need  for  a  system  to  be  able  to 
operate  independently  of  any  ground-based 
equipment.  Also  an  acceptable  design  is  to 
be  one  able  to  protect  all  aircraft  in  all 
areas,  while  providing  40-second  warnings  to 
any  impending  threat  situation.  Today's 
technology  limits  such  equipment  to  some 
form  of  cooperative  inter-aircraft  data  ex- 
change means.  This  means  that  all  aircraft 
must  have  compatible  equipment  installed. 
Thus,  there  can  be  only  one  standard 
design. 

In  1974.  designs  of  three  private  firms 
were  submitted  to  the  FAA  for  evaluation. 
Each  met  the  cited  specifications  (ANTC- 
117).  It  became  the  job  of  the  FAA  to  deter- 
mine which,  if  any,  should  be  adopted  as 
this  nations  standard.  The  FAA  rejected  all 
three,  and  added  the  caveat  that  any  such 
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design,  no  matter  how  nearly  perfect,  would 
also  be  rejected.  Their  reason  was  that 
while  such  equipment  satisfied  pilots  needs, 
none  satisfied  requirements  of  the  PAA's  air 
traffic  controllers.  The  given  rationale  was 
that  once  such  equipment  was  installed  in 
aircraft  there  could  be  instances  when  the 
airborne  equipment  (ACAS)  could  give  ma- 
neuver directives  to  flight  crews  that  were 
in  conflict  with  those  issued  by  the  air  traf- 
fic controller.  The  PAA  maintained  that 
this  could  not  be  allowed  to  happen.  So, 
while  rejecting  private  designs,  the  PAA 
preempted  the  Collision  Avoidance  System 
(CAS)  design  field  and  took  upon  itself  to 
become  the  designer  of  this  nation's  only 
collision  avoidance  system,  and  its  sole 
judge. 

It  has  been  over  12  years  now  since  that 
decision.  If  you  were  to  ask  the  PAA  'Why 
so  long?",  you  might  be  told  that  such  a 
design  is  technically  difficult.  Added  may  be 
the  words  that  they  are  just  completing  the 
design  of  what  is  called  TCAS  III.  It  is  the 
super-deluxe  version  affordable  by  only  the 
largest  air  lines,  and  maybe  some  military 
types.  An  earlier  version,  TCAS  II.  was  or- 
dered by  the  Department  of  Transportation 
to  be  a  National  Standard  in  June  of  1984 
(Order  no.  6367.1).  Thus,  the  PAA  says  they 
are  practically  there  and  need  only  to  final- 
ize a  baseline  design  called  TCAS  I.  The 
low-cost  version  for  the  little  guys.  The  PAA 
will  also  point  out  that  they  are  now  flight 
testing  their  equipment  in  Piedmont  air- 
craft. What  you  may  not  be  told  is  that  they 
have  been  flight  testing  something  for  over 
5  years  now.  In  the  design  of  any  avionics 
product,  be  it  an  aircraft  or  electronic  equip- 
ment, flight  testing  is  both  an  expensive 
and  very  inefficient  way  to  accumulate  test 
data.  It's  generally  done  only  as  a  last  step 
prior  to  getting  certification.  A  step  taken 
after  a  design  has  pa-ssed  all  lab  and  analyti- 
cal tests.  In  the  case  of  TCAS.  in  my  opin- 
ion, this  has  not  been  done.  Matter  of  fact, 
all  of  the  flight  testing  done  now  is  against 
aircraft  equipped  with  transponders  to  be 
replaced  by  an  entirely  different  one. 
Hence,  the  daU  accumulated  is  not  really 
relevant. 

Note  the  development  order,  TCAS  II, 
TCAS  III,  then  TCAS  I.  Its  a  little  like  der 
signing  the  middle  of  a  skycraper  first,  the 
top  next,  and  the  foundation  last. 

On  technical  difficulty,  we  have  to  ask 
"Compared  to  what?"  We  now  enjoy  flaw- 
less communications  with  satellites  over 
22,000  miles  away  and  that  accomplishment 
took  less  than  5  years.  We  have  witnessed 
man's  travel  to  the  moon  and  safe  return 
after  less  than  a  7-year  effort.  Why  then  is 
it  so  hard  to  provide  2-way  radio  communi- 
cations between  aircraft  less  than  6  miles 
apart?  Present  day  citizen's  band  radio  ex- 
ceeds this  range,  and  even  some  of  our  kid's 
toy  walkie-talkies.  No,  technical  difficulty  is 
not  a  valid  excuse  for  inability  to  perform. 

One  may  ask  "Why  have  a  collision-avoid- 
ance system  anyway?"  Here's  why.  If  you 
were  asked:  "What  is  the  primary  objective 
of  any  flight  you  make."  What  might  be 
your  answer?  While  several  things  may  go 
through  your  mind,  the  primary  objective  is 
really  survival.  Prudence  dictates  that  every 
possible  means  be  used  to  ensure  a  safe  trip 
ever  time.  Yet,  when  pilots  themselves  are 
asked,  many  today  remain  indifferent. 
"Who  needs  it,  I've  flown  umpteen  thou- 
sand hours  and  haven't  had  any  problem." 
The  truth  of  the  matter  is  that  all  pilots 
need  something.  Por  to  be  sure  of  no  cata- 
strophic collision,  every  pilot  should  spend 
100%  of  his  time  looking  for  intruders.  No 
pUot  can,  but  electronics  can. 


Since  threats  can  come  from  any  direc- 
tion, a  pilot  should  be  able  to  see  in  all  di- 
rections about  his  craft.  He  can't,  yet  elec- 
tronics can.  To  do  the  job  right,  the  pilot 
should  be  able  to  look  directly  in  the  direc- 
tion of  the  sun,  and  be  able  to  see  through 
clouds,    inclement   weather   and   darkness. 
Again,  he  can't  but  electronics  can.  To  put 
things    in    perspective,    imagine    trying    to 
drive  your  car  on  the  freeway  with  all  win- 
dows  painted   black,  save  the  windshield. 
You  might  feel  secure  just  going  straight 
ahead,  but  would  need  help  in  order  to  be 
able  to  change  lanes  safely.  That's  the  way 
it  is  with  pilots.  They  fly  virtually  blind  in 
all   directions   except   straight   ahead.    Of 
course,  you  as  a  passenger,  would  like  to 
think  otherwise,  but  that's  the  way  it  is. 
Sadly,  the  mid-air  collision  that  occurred  be- 
tween a  PSA  727  jet.  and  a  Cessna  Model 
172  aircraft  over  San  Diego  in  1978  is  a  hard 
example.  There,  the  jet  had  the  normal 
complement  of  3  pilots,  and  a  4th  jump- 
rider.  Air  traffic  control  has  advised  them  of 
the  traffic,  and  all  4  were  searching  the  sky. 
A  bright  sunlit  sky  that  was  clear.  Because 
of  the  limited  cockpit  visibility,  their  look- 
ing was  in  vain.  Subsequent  studies  showed 
that  the  Cessna  aircraft  was  at  a  bearing  22° 
below  straight  ahead.  The  pilot's  downward 
visibility  was  limited  to  about  16*  down.  If 
the  PSA  jet  had  a  clear  transparent  nose,  or 
if   it    had   an   airborne   collision-avoidance 
system  operating  then  that  tragedy  would 
not  have  occurred.  There  can  be  no  greater 
graphic  proof  that  piloU  need  help  than 
this  catastrophe   in   which  so   many   died 
needlessly. 

Today,  pilots  enjoy  electronics  (avionics) 
in  many  forms  in  aircraft.  Electronics  serve 
in  the  capacity  of  communications,  naviga- 
tion, and  aircraft  flight  control.  In  each  in- 
stance, there  was  initial  resistance  to 
change,  but  once  pilots  had  the  convenience 
provided  by  avionic  equipment  they  were 
converted.  None  today  would  think  of  going 
without  any  of  the  equipment  they  now 
take  for  granted.  If  you  think  about  it,  most 
of  the  equipment  is  used  only  for  a  portion 
of  the  time  during  a  flight.  Take  for  exam- 
ple, a  piece  of  equipment,  called  an  emer- 
gency locator  transmitter.  It  is  useful  only 
after  a  pilot  has  crash  landed  his  craft.  Yet. 
though  its  usage  is  most  limited,  pilots  buy 
them.  Collision-avoidance  equipment  would 
be  something  used  100  percent  of  the  time 
on  every  flight. 

Its  greatest  use  is  not  in  avoiding  colli- 
sions, but  rather  in  providing  the  knowledge 
of  traffic  location  needed  in  order  to  safely 
navigate  through  the  air.  Now  that  the  air 
line  companies  are  changing  from  3-man 
crews  to  2-man  crews,  the  need  is  even 
greater.  Por  the  2-man  crews  still  have  the 
same  in-cockpit  chores  needed  during  take- 
offs  and  landings  that  the  3-man  crews  had. 
Here,  the  collision  avoidance  equipment 
could  serve  as  a  third  man.  One  who  can 
spend  all  of  his  time  outside  the  cockpit. 
One,  never  tiring  that  can  provide  peace-of- 
mind  to  all  pilots  and  their  most  precious 
cargo.  It  would  be  a  third  man  that  you  only 
have  to  pay  for  once,  and  have  available  on 
each  and  every  subsequent  flight.  Thus, 
such  equipment  has  value.  It  would  enable 
all  flights  to  be  made  with  less  dog-leg  vec- 
toring saving  both  time  and  fuel  costs.  With 
it,  traffic  spacings  between  flights  could  be 
reduced  with  safety.  This  would  reduce,  and 
even  eliminate  some  delays.  Private  aircraft 
owners  would  benefit  additionally  as  there 
could  be  far  fewer  restrictions  on  the  little 
guys.  Again,  making  flying  both  more  effi- 
cient and  more  safe.  With  the  safety  im- 


provement, there  could  be  a  reduction  in 
the  amount  of  insurance  premiums,  thus, 
all-in-all  such  equipment  would  qualify  as. 
an  investment  and  not  as  an  expense. 

Going  back  to  the  driving  analogy,  having 
such  equipment  would  be  like  clearing  all 
the  windows  in  your  car,  and  adding  look- 
outs that  didn't  occupy  much  space,  have 
much  weight  nor  require  much  power.  In 
my  opinion,  there  is  no  present  equipment 
aboard  aircraft  that  pilots  would  enjoy 
more  than  a  fully  workable,  and  reliable  col- 
lision avoidance  system.  Whether  or  not  we 
ever  see  one  remains  problematical. 

One  man,  James  Pop)e,  contends  that  the 
PAA  is  dead  set  against  implementation  of 
any  collision  avoidance  system.  Mr.  Pope  is 
a  former  employee  of  the  PAA.  While  there, 
he  had  a  chgnce  to  see  first  hand  what  was 
going  on,  and  he  didn't  like  it.  His  going 
public  with  the  information  cost  him  his 
job.  The  reason  he  gives  is  that  once  pilots 
have  their  own  means  of  knowing  the 
whereabouts  of  nearby  traffic,  they  would 
not  need  all  of  the  services  of  the  PAA's  air 
traffic  controllers.  The  air  traffic  control- 
ler's responsibilities  would  be  reduced  to 
mainly  establishing  arrival  and  departure 
priorities  at  terminal  areas.  Thus,  the  size 
and  the  rate  of  growth  of  the  PAA  would  be 
negatively  impacted  by  collision-avoidance. 
This  is  something.  Mr.  Pope  says,  the  PAA 
will  not  voluntarily  allow  to  happen.  So  that 
you  the  reader  can  better  assess  the  whole 
story,  a  short  tutorial  on  designing  an  air- 
craft collision  avoidance  system  follows. 
Though  the  subject  is  technical  in  nature,  it 
is  written  so  as  to  be  easily  understood  by 
all. 

The  work  of  many  engineers  over  the 
years  has  resulted  in  knowledge  of  just  what 
information  (data)  must  be  exchanged  be- 
tween aircraft  in  any  collision-avoidance 
system  (CAS),  and  also  just  how  best  to  use 
that  information.  What's  left  unsettled  is 
just  how  best  to  effect  the  data  exchange. 
Today,  the  best  means  remains  2-way  radio. 
A  special  application  of  2-way  radio  by  com- 
bination transmitters-receivers  called  tran- 
sponders. They  function  a  little  like  active' 
radar.  In  operation,  each  aircraft  would  pe- 
riodically (once  a  second)  send  out  a  trans- 
mission called  an  interrogation.  Radar 
would  have  these  transmissions  reflect  off 
of  aircraft  and  return  to  the  interrogator  as 
a  delayed  echo.  This  is  not  done  here  be- 
cause the  strength  of  the  echo  would  be  too 
low  to  use,  and  the  echo  could  not  add  any 
intelligence.  In  the  case  of  the  transponder 
(active  radar)  the  interrogation  signal  is  re- 
ceived by  all  aircraft  within  detection  range. 
Its  encoded  intelligence  is  decoded  telling 
the  receiver  what  the  interrogator's  altitude 
is.  If  the  receiver  is  within  an  altitude  b^d 
of  interest  (co-altitude  ±3400  feet),  it  is  to 
make  a  return  transmission  called  a  'reply". 
The  reply  could  be  encoded  with  any  de- 
sired information.  This  may  be  aircraft.  ID. 
altitude,  heading,  airspeed,  color,  flight 
number,  or  whatever.  The  replier's  range 
and  bearing  relative  to  the  interrogator's 
can  be  derived  from  the  detected  reply  by 
the  interrogator's  receiver.  After  a  number 
of  such  information-exchanging  cycles,  each 
aircraft  will  have  compiled  a  file  on  all  of 
the  aircraft  within  an  area  of  interest.  From 
that  file  can  be  drawn  information  on 
whether  any  may  be  a  threat.  Once  one  is 
determined  to  be  a  threat,  then  an  onboard 
computer  will  determine  a  best  course  of 
action  and  relay  guidance  Instructions  to 
the  flight  crew.  Thus,  this  is  basically  how 
an  aircraft  collision  avoidance  system  using 
transponders  would  work. 
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Transponder  equipment  now  exists  for  air 
traffic  control.  Here,  it  is  linown  as  the  Air 
Traffic  Control  Radar  Beacon  System 
(ATCRBS).  In  use.  the  air  traffic  control 
ground  stations  do  the  interrogating  and 
the  in-range  aircraft  do  the  replying.  This  is 
only  a  one-way  exchange.  For  collision- 
avoidance,  all  parties  would  have  to  partici- 
pate in  both  interrogating  and  replying.  The 
air  traffic  control  stations  would  have  to 
obtain  equipment  with  which  to  listen  for 
interrogations,  and  make  reply  transmis- 
sions. All  aircraft  would  have  to  add  equip- 
ment able  to  make  interrogations,  and  listen 
for  replies.  Also,  the  aircraft  owners  would 
have  to  add  another  antenna  aboard.  Right 
now  the  single  transponder  antenna  is  locat- 
ed on  the  bottom  of  the  aircraft's  fuselage. 
To  be  sure  of  communications  with  all.  a 
second  top-side  antenna  would  have  to  be 
added  and  operation  alternated  between  the 
two.  Just  how  best  to  design  such  a  system 
is  the  next  subject. 

In  this  application  of  electronics,  it  is  of 
paramount  importance  that  inter-aircraft 
communications  be  reliable.  Reliable,  even 
in  worse-case  traffic  conditions.  You  dont 
want  any  erroneous  data  exchanged,  and 
you  don't  want  to  miss  any  data.  These  can 
lead  to  either  false  alarms,  or  missed  alarms. 
Unless  a  flight  crew  can  totally  rely  upon 
their  equipment,  the  equipment  will  not  be 
used.  Again,  the  equipment  is  a  for./i  of  2- 
way  radio  used  for  inter-aircraft  data  com- 
munications. Like  any  radio  equipment,  a 
receiver  can  properly  handle  only  one  signal 
at  a  time.  If  two  or  more  signals  overlap 
timewise  at  a  receiver,  then  the  full  intelli- 
gence of  all  will  have  been  lost.  This  should 
not  be  a  problem  when  only  two  aircraft  are 
communicating,  but  could  be  when  there 
are  more.  In  dense  traffic  areas  around 
major  airports  in  this  country  there  could 
be  more  than  40  aircraft  all  trying  to  com- 
municate Arith  one  another  at  the  same  time 
and  on  the  same  radio  frequency  channel. 
Therein  lies  the  problem.  How  does  one 
assure  reliability  under  circumstances  where 
so  many  aircraft  are  tying  to  talk  to  each 
other  during  the  same  period  of  time?  The 
following  is  a  technical  discussion  that  will 
clarify  things  and  may  prove  to  be  quite  re- 
vealing. Also,  from  it.  you  will  be  able  to 
better  judge  for  yourself  just  what  the  PAA 
intends  for  us. 

Think  about  40  people  all  on  a  single  tele- 
phone party  line.  Periodically  each  wants  to 
contact  each  of  the  others.  To  do  so  without 
interference,  only  one  party  can  use  the  line 
at  a  time.  Put  another  way.  a  listener  can 
only  understand  when  he  (she)  hears  one 
person  (signal)  at  a  time.  How  to  maximize 
the  probability  that  this  will  be  the  case? 
Common  sense  tells  us  that  each  party  need 
minimize  the  numbers  of  transmissions 
made  during  a  certain  period  of  time,  and 
the  length  of  time  spent  making  each  trans- 
mission should  be  kept  to  an  absolute  mini- 
mum. If  the  telephone  line  (radio  channel) 
is  unused  most  of  the  time,  then  the 
chances  of  your  interference-free  usage  will 
be  good.  For  example,  if  you  want  95% 
chance  of  no  interference  on  received  sig- 
nals, then  the  line  (radio  channel)  should  be 
unused  95%  of  the  time.  It's  really  almost 
just  that  simple. 

Now  let's  apply  this  reasoning  to  the  spe- 
cific case  of  an  aircraft  collision -avoidance 
system  design.  Here,  we  want  to  make  data 
updates  once  each  second  of  time.  That 
means  that  each  aircraft  in  a  communica- 
tions net  will  make  at  least  one  interroga- 
tion, and  all  those  detecting  interrogations, 
and  flying  within  an  altitude  band  of  inter- 
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est  will  reply.  Take  the  example  of  40  air- 
craft within  communications  range.  If  each 
made  one  interrogation  per  second,  there 
could  be  elicited  one  reply  from  each  of  the 
other  39  aircraft.  Thus,  the  numbers  of  re- 
plies in  an  update  period  (one  second)  would 
be  40  X  39  =  1560.  However,  in  a  typical  en- 
vironment only  about  two-thirds  would  be 
within  an  altitude  band  of  interest.  So.  for 
the  40  interrogations  there  would  be  1040 
replies  of  interest  generated.  Actually,  while 
a  range  of  interest  may  contain  only  39 
other  aircraft,  the  signal  detection  range  is 
typically  twice  as  far  implying  four  times 
the  area,  or  4  x  40  =  160  aircraft.  So.  rather 
than  just  1040  replies  being  made  within  a 
period  of  one  second,  there  would  be  more 
like  16,960  being  made  all  within  one  second 
of  time.  Note:  if  the  altitude  difference  be- 
tween an  aircraft  detecting  an  interrogation 
and  the  interrogator's  altitude  exceeds  3400 
feet  then,  according  to  the  ATA,  safety  is 
implied,  and  a  reply  need  not  be  made.  The 
interrogation  message  would  contain  the  al- 
titude of  the  interrogator. 

For  this  example,  if  these  replies  were  not 
to  overlap  at  an  interrogator's  reply  mes- 
sage receiver  then  the  time  of  receipt  be- 
tween any  two  replies  would  have  to  be 
greater  than  the  time  length  of  each  reply. 
Let's  look  at  a  more  typical  case.  This  will 
involve  a  little  arithmetic,  but  please  put  up 
with  it  as  it  leads  to  something. 

The  FAA  has  projected  that  worst-case 
traffic  conditions  will  have  .3  aircraft  in 
each  square  nautical  mile  of  airspace.  An 
object  of  a  collision-avoidance  system  is  to 
provide  pilots  with  a  40-second  warning  time 
to  any  detected  threat  situation.  For  air- 
craft flying  under  10,000  feet  above  the 
ground  level  (agl),  there  is  imposed  a  250- 
knot  speed  limit.  This  means  that  the  high- 
est closing  rate  between  two  aircraft  around 
terminal  areas  would  be  500  knots 
(2504^250  =  500).  The  distance  covered  in  40 
seconds  at  this  rate  is  5.56  nautical  miles 
(6.39  statute  miles).  Let's  make  that  our 
maximum  range  of  interest  for  this  exam- 
ple. Now  a  circle  having  a  radius  of  5.56  nau- 
tical miles  will  encompass  an  area  of  97  nau- 
tical miles  squared.  At  .3  aircraft  per  nauti- 
cal mile  squared  we  would  expect  29  in- 
range  aircraft.  If  only  2/3's  of  those  are 
within  an  altitude  band  of  interest  about  an 
interrogator,  then  each  would  expect  to  get 
19  replies  from  an  interrogation.  All  of 
these  19  replies  would  be  received  in  the 
time  that  it  would  take  the  radio  signal  to 
travel  out  to  the  maximum  range  of  5.56 
nautical  miles,  and  return.  This  is  a  time 
that  is  only  68.6  millionths  of  a  second.  Not 
much  time  for  one  reply,  let  alone  19.  If 
there  is  to  be  no  overlap  of  any  of  these  19 
at  the  interrogator's  receiver,  how  much 
time  should  be  allowed  for  each  reply?  Cer- 
tainly, it  would  have  to  be  less  than  68.6  di- 
vided by  19  =  3.6  millionths  of  a  second. 
The  better  answer  is  that  each  reply  should 
have  a  minimum  amount  of  transmission 
time  consistent  with  the  ability  to  convey 
all  of  the  intelligence  required. 

Note,  as  cited  above,  while  a  range  of  in- 
terest is  just  5.56  nautical  miles,  a  signal  de- 
tection range  is  greater.  So  the  number  of 
communicating  aircraft  will  be  more  like  4  x 
29  =  116,  each  eliciting  19  replies  within  the 
range  time  of  68.6  microseconds. 

Thus,  now  we  can  cite  what  is  needed  for 
an  optimal  transponder  system  design.  All 
of  the  participants  should  be  limited  to  just 
one  interrogation  per  update  period  of  one 
second  (epoch).  Prom  these  should  be  just 
one  reply  from  only  those  aircraft  within  an 
altitude  band  of  interest.  Both  the  interro- 


gations and  the  reply  transmissions  should 
have  an  absolute  minimum  of  transmitter- 
on  time.  Nothing  spectacular  here,  and  it  all 
should  make  some  sense.  I  believe  that  you 
can  now  realize  that  since  all  participants  in 
any  data-exchange  are  free  to  interrogate 
randomly,  or  asynchronously,  any  more 
than  one  interrogation  per  second  by  any 
aircraft  would  needlessly  pollute  the  radio 
spectrum,  lead  to  a  degraded  2-way  link  reli- 
ability, and  cause  unwanted  interference. 
Also  result  in  many  unneeded  replies.  Now, 
having  given  you  the  basis  for  understand- 
ing, the  following  will  describe  both  what  is 
achievable  today,  and  what  the  FAA  intends 
for  us. 

Using  the  same  technology  we  enjoy  in 
our  accurate  quartz  watches,  we  can  encode 
virtually  any  message  unambiguously  as  a 
period  of  time.  One  period  of  time  to  say 
one  thing,  and  another  different  length  of 
time  to  say  something  else.  Electronics 
today  is  good  at  generating  accurate  fre- 
quencies, and  in  counting  cycles  of  any  fre- 
quency. Thus,  an  optimum  design  would  let 
us  encode  messages  as  a  period  of  time 
bounded  by  two  transmitted  pulses  each 
having  a  minimum  time  length.  That  period 
of  time  would  consist  of  some  number  of 
cycles  of  a  frequency  termed  a  clock'  fre- 
quency. The  clock  frequency  is  chosen  so 
that  the  time  of  each  cycle  represents  the 
desired  minimum  time'  length  of  all  gener- 
ated pulses.  In  use,  there  would  be  one  pulse 
transmitted  to  denote  the  start  of  a  message 
period,  and  another  pulse  signifying  its  end. 
In  a  proper  system  design,  there  would  be 
no  conflict  in  determining  which  pulses  con- 
stituted a  message  start,  and  which  were 
representative  of  a  message  end.  Using  two 
minimum-length  pulses  to  encode  messages 
would  represent  a  way  that  utilizes  an  irre- 
ducible amount  of  transmitter-on  time.  This 
means  could  be  used  for  both  encoding  the 
interrogation  messages,  and  all  reply  mes- 
sages. The  time  needed  for  a  short  pulse  is 
primarily  determined  by  the  available  radio- 
frequency  bandwidth.  The  wider  the  band- 
width, the  shorter  the  pulses  can  be. 

Today,  it's  easy  to  encode  messages  this 
way.  and  surprisingly  easy  to  recover  pairs 
of  pulses  amidst  a  plurality  of  such  pairs  re- 
ceived overlapping  timewise.  and  correctly 
decode  all  pairs.  This  is  the  only  means  to 
encode  messages  without  a  serious  problem 
from  overlapping.  Here,  whenever  silence  is 
overlapped  by  silence,  you  still  get  silence. 
In  the  existing  radio  channels  used  by  the 
ATCRBS  for  air  traffic  control,  each  of  two 
frequencies  used  has  a  signal  bandwidth  of  6 
million  cycles  or  Megahertz  (MHz).  One.  at 
1030  MHz  is  used  for  transmitting  interroga- 
tions. Another  at  1090  MHz  is  used  for  re- 
plies. A  minimum  time  for  a  pulse  of  maxi- 
mum power  would  be  one  having  a  time 
length  of  Va  of  a  million  of  a  second  (.333 
microseconds).  Let's  see  how  we  would  fare 
using  these  bandwidths.  and  our  novel  pairs 
of  transmitted  pulses  for  message  encoding. 
The  worse  case  would  be  the  reply  case, 
for  where  we  might  have  29  interrogations, 
we  could  expect  19  in-range  replies,  but  in- 
terrogations don't  just  go  to  a  range  of  in- 
terest and  stop.  They  continue  on  with  di- 
minishing strength.  A  detectable  range  may 
be  one  that  is  twice  the  range  of  interest.  Or 
in  our  example  the  detectable  range  would 
be  11.11  nautical  miles.  Here,  we  could 
expect  to  elicit  77  replies  for  each  interroga- 
tion. The  total  reply  transmitter-on  time 
would  be  29  X  77  X  %  =  1486.7  microseconds. 
The  usage  in  the  interrogation  spectrum 
would  be  just  29  x  %  =  19.33  microseconds. 
Notice  the  disparity.  There  is  far  more  time 
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used  for  replies  than  there  is  in  generating 
interrogations.  If  the  two  spectrums  were 
combined  to  form  just  one  12  MHz  band, 
then  each  pulse  could  be  halved  in  time 
length,  and  a  single  wider-band  frequency 
could  be  used  for  both  interrogations  and 
replies.  Doing  this  would  further  reduce  the 
usage   density    of   the   radio   channel   and 
make  for  better  reliability,  (another  advan- 
tage. It  costs  less  to  make  a  single  channel 
transponder  than  it  does  for  a  dual-frequen- 
cy one).  However,  in  order  to  discriminate 
between  the  two  types  of  messages,  some 
change  would  be  in  order.  Since  there  are 
fewer     interrogations     than     replies,     the 
makeup  of  the  interrogation  should  be  the 
one  altered  requiring  more  time.  For  exam- 
ple, make  the  start  of  an  interrogation  con- 
sist of  a  pair  of  closely  spaced  pulses,  and 
the  end  of  an  interrogation  also  another 
pair,  but  a  pair  having  a  different  spacing. 
By  doing  this,  we  would  have  increased  the 
number  of  pulses  used  to  send  an  interroga- 
tion to  4.  Look  now  at  what  could  be  accom- 
plished. There  would  be  29  x  77=  2233  re- 
plies of  two  pulses  each  for  a  total  of  4466 
pulses.  In  addition  to  these  on  the  same 
spectrum  would  be   the   29   interrogations 
which  would  require  4  x  29   =116  pulses.  A 
combined  total  would  be  4582  pulses  each 
having  a  length  of  "e  microsecond.  So,  the 
total  transmitter-on  times  would  be  just  764 
microseconds  for  aircraft  communications. 
If  we  add  numbers  for  air  traffic  control  op- 
erations, we  would  get  a  truer  picture.  A 
worst  case  area  may  be  where  signals  from 
as  many  as  40  ATC  stations  overlapped  air- 
craft signals.  To  aircraft  in  such  an  area, 
these  would  appear  as  just  40  more  interro- 
gations and  40  x  77  =  3,080  more  replies  for 
a  total  of  5313  replies,  and  69  interrogations. 
The  added  added  transmission  time  would 
be  1053  microseconds.  Thus  the  transmis- 
sion times  of  both  aircraft  and  air  traffic 
control  stations  would  be  764  ^  1053  =  1817 
microseconds  out  of  an  available  one  million 
microseconds  existing  during  a  data  update 
period.  This  means  that  the  radio  spectrum 
would  be  unused  99.82  percent  of  the  time, 
and  would  be  indicative  of  the  2-way  link  re- 
liability attainable  for  this  example. 

If,  instead,  operation  were  to  take  place 
on  the  30  MHz  band  centered  at  1607.5 
MHz.,  a  frequency  already  allocated  by  the 
FCC  for  aircraft  collision-avoidance  usage, 
then  each  pulse  would  require  only  .067  mi- 
croseconds for  a  total  of  726.8  microseconds. 
A  time  so  short  that  the  spectrum  would  be 
unused  for  99.93  percent  of  the  time.  One 
other  little  facet  should  be  mentioned.  In 
this  type  of  a  design,  an  interrogators  reply 
receiver  need  be  on  only  for  a  period  of  time 
needed  to  hear  a  reply  from  an  aircraft  at 
the  greatest  range  of  interest.  That  would 
be  a  period  of  time  less  than  1%  of  a  second. 
Hence,  the  reply  receiver  would  be  off  99% 
of  the  time  ignoring  all  of  the  replies  in- 
tended for  others.  Not  so  with  the  FAAs 
design.  The  FAA  would  necessarily  have  to 
have  its  reply  receiver  on  100%  of  the  time 
so  as  to  be  able  to  pick  up  on  any  new  in- 
range  aircraft.  This  means  its  equipment 
would  have  to  have  a  greater  data  memory 
capability,  and  have  to  process  all  replies 
most  of  which  would  be  of  no  significance. 
Being  on  for  100%  of  the  time  will  add  to 
the  probability  of  detecting  phantom  air- 
craft, and  generating  false  alarms. 

Now  this  past  discussion  was  given  just  so 
that  you  the  reader  can  grasp  a  little  of 
what  can  be  done  today  towards  making  a 
most  reliable  inter-aircraft  data  exchange 
means,  and  the  reasoning  behind  it.  Having 
learned  how  to  make  a  reliable  system,  let's 


look  at  what  might  constitute  a  worst 
design.  First,  we  would  use  some  message 
encoding  means  other  than  a  time  type.  One 
that  would  have  all  reply  messages  require  a 
time  that  is  as  long  as  the  maximum  range 
time.  In  our  cited  example,  this  would  be  a 
time  of  68.6  microseconds.  By  doing  this,  we 
could  be  assured  that  there  would  be  over- 
lapping interference  anytime  that  there 
were  more  than  one  in-range  replier.  Next, 
instead  of  just  one  interrogation  each 
second,  lets  up  the  count  to  something  like 
10  or  more  each  second,  and  let  each  inter- 
rogation also  take  an  appreciable  amount  of 
time.  Something  like  29  microseconds  in- 
stead of  the  .267  microseconds  cited  above  <4 
X  .067).  They  wouldn't  provide  us  with  any 
more  intelligence,  but  would  serve  to  fur- 
ther overload  the  spectrum  making  sure 
that  no  single  signal  could  ever  be  received 
by  itself.  About  now  you  should  question 
•Who  in  their  right  mind  would  do  some- 
thing like  this?  ".  Suppose  we  take  a  look  at 
the  FAAs  design,  and  see. 

Initially,  the  FAA  intended  to  add  a  colli- 
sion avoidance  function  to  the  existing  air 
traffic       control       transponder       system 
(ATCRBS).    Their    thinking    was    noble    if 
nothing  else.  Here  was  an  in  place,  and  oper- 
ating system.  Most  of  the  aircraft  that  fly  in 
controlled   airspace    are   already    equipped 
with  such  transponders.  If  it  could  be  made 
additionally  workable  as  a  collision  avoid- 
ance system,  then  only  those  wanting  the 
collision/avoidance  function  would  have  to 
buy  something  new.  This  was  in  1974.  and 
the  intended  design  was  called  BCAS,  for 
beacon  collision  avoidance  system.  Well,  al- 
ready in  dense  traffic  areas  the  transponder 
system  was  overloaded  by  loo  many  trans- 
missions being  made  in  response  to  interro- 
gations made  by  ground-based  air  traffic 
control  stations  alone.  And  the  ATCRBS 
reply  message  requires  20.75  microseconds 
to  complete,  a  lot  more  than  our  attainable 
.133  microsecond  figure.  Now,  add  any  inter- 
rogations from  BCAS  equipped  aircraft,  and 
you  would  be  exascerbating  an  already  in- 
tolerable   condition.    Yet    the    FAA    tried. 
Their  efforts  resulted  in  a  decision  to  aban- 
don BCAS,  and  go  to  a  new  message  format. 
Not  wanting  to  have  to  mandate  imple- 
mentation of  new  equipment  for  all.  the 
FAA  chose  the  path  of  allowing  the  gradual 
phase-out  of  ATCRBS  transponder  usage, 
with  the  replacement  transponder  designed 
to    be    able    to    operate    with    either    the 
ATCRBS    message    format,    or    the    newer 
message  format  initially  called  DABS  for 
discrete  address  beacon  system.  The  name 
was  subsequently  changed  to  Mode-S,  for 
mode  select.  Its  greatest  virtue  was  the  ca- 
pability of  being  able  to  individually  interro- 
gate any  selected  aircraft.  This  format  uti- 
lizes what  is  called  pulse  position,  or  pulse- 
code  modulation  for  reply  messages.  Such  a 
message  consists  of  transmitted  pulses  inter- 
spersed with  period  of  no  pulses  according 
to  the  encoded  message.  For  interrogations, 
pulse  position  modulation  is  used  at  the  be- 
ginning of  an  interrogation  to  indentify  it  as 
such.  A  following  data  segment  utilizes  what 
is  called  biphase  shift  keying  to  encode  the 
message  intelligence.  Biphase  shift  keying 
consists  of  a  continuous  transmission  with 
periodic    interruptions.    The    interruptions 
consist  of  a  complete  upside  down  reversal 
of  the  signals  wave  structure.  The  encoded 
intelligence  determines  the  timing  of  these 
interruptions,  or  polarity  inversions.  While 
both  of  these  types  of  carrier-modulation 
means  are  widely  used,  neither  is  suitable 
for  this  multi-party  application  simply  be- 
cause they  require  too  much  transmitter-on 
time  to  send  a  message. 


Now,  knowing  that  the  ATCRBS  was  no 
longer  usable  as  either  an  acceptable  air 
traffice  control  data  exchange,  or  the  more 
pressing  collision  avoidance  data  exchange 
means  because  of  too  many  interrogations 
and  excessive  reply  message  time,  you  would 
think  that  the  FAAs  new  improved  message 
format  would  somehow  reduce  the  numbers 
of   required   interrogatiotis,   and   approach 
the  desired  minimum  time  length  for  all 
transmissions  so  as  to  ensure  the  best  possi- 
ble 2-way  communications  reliability.  Not 
so.  Their  new  design  maximizes  the  num- 
bers  of   interrogations   an   aircraft    would 
make  during  each  data  update  period,  and 
has  replies  lasting  a  destructively  long  time. 
Recall  that  an  example  of  a  worst  possible 
design  would  have  replies  last  for  an  entire 
range  time  of  68.6  microseconds?  Well,  the 
FAA  chose  to  do  just  that.  Only  the  digital 
world,  it  is  better  to  use  numbers  that  are 
integral  powers  of  two.  Such  a  number  that 
is  less  than  68.6   is  64.  The  next  higher 
number  is  120.  Please  know  that  the  FAA 
intends  that  the  replacement  for  the  unac- 
ceptable 20.75  microsecond  reply  time  of  the 
ATCRBS    transponders    is    to    be    replies 
having  either  a  length  of  64  microseconds, 
or  a  length  of  120  microseconds.  They  both 
will    be    used    to   effect   an    average    reply 
length  that  can  be  greater  than  the  full- 
range  time  of  68.6  microseconds.   On  the 
number  of  intended  interrogations,  rather 
than    just    one    interrogation    per    update 
period  for  all.  the  FAA  intends  that  there 
will  be  one  interrogation   for  every  reply 
sought,  once  Mode-S  is  fully  implemented. 
In  the  example  given  earlier,  it  was  shown 
that  as  many  as  5313  replies  would  be  elicit- 
ed by  29  aircraft  interrogations,  and  40  ATC 
station  interrogations.  29  +  40  =  69  interroga- 
tions which  is  enough  to  do  the  job.  In- 
steand  of  just  69.  the  FAA  would  use  5313 
interrogations,  and  the  average  length  of 
each  could  be  29  microseconds  instead  of 
.133    microseconds,    an    attainable    value. 
That's   5313^29-154.077   microseconds   in- 
stead of  .133-69  =  9.2  microseconds  for  in- 
terrogations   that    a   better    design    would 
need.  More  than  16,747  times  as  much  time 
(154,077/9.2  =  16,747). 

In  order  to  allow  continual  usage  of  the 
ATCRBS  and  yet  add  collision  avoidance, 
the  FAA  intends  a  complicated  arrangement 
of  limits  to  both  the  numbers  of  interroga- 
tions made,  and  the  power  level  of  each  is  to 
be  employed.  Employed  in  equipment  now 
termed  TCAS  for  traffic  alert  and  collision 
avoidance  system.  In  areas  where  the  num- 
bers of  aircraft  are  low.  there  will  be  made 
not  just  one  ATCRBS  interrogation,  but  as 
many  as  32  during  each  second  of  time  by 
each  aircraft.  As  the  aircraft  density  be- 
comes higher,  the  number  of  allowed  inter- 
rogations will  be  reduced,  and  also  the 
power  so  as  not  to  interfere  significantly 
with  normal  air  traffic  control  functions. 
So,  operations  will  still  be  made  with  dual- 
frequency  transponders,  only  the  new  ones 
must  include  a  dual  encoding/decoding 
means  as  well.  This,  so  that  they  can  oper- 
ate compatibly  with  either  the  ATCRBS 
message  formats,  or  the  replacement  Mode- 
S  message  formats.  All  air  traffic  control 
stations  will  continue  to  use  their  mechani- 
cally rotating  antennas  and  provide  control- 
lers with  updates  only  once  every  4  or  9  sec- 
onds. 

Once  all  ATCRBS  transponders  are  re- 
placed, and  this  is  now  estimated  to  be 
sometime  after  the  year  2000,  only  ad- 
dressed interrogations  are  to  be  employed. 
To  do  this,  each  aircraft  must  accumulate 
and  continually  update  a  list  of  all  aircraft 
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within  communications  range.  Addressed  in- 
terrogations will  be  a  must  because  of  the 
full-range   length   of   the   Mode-S   replies. 
Only  one  reply  can  be  made  per  interroga- 
tion to  be  sure  of  no  overlap.  While  the 
theory  sounds  plausible,  there  are  practical 
limits.  Aircraft  will  have  to  have  antennas 
both  on  top  of  their  fuselages,  and  on  the 
bottom.  Today,  all  ATCRBS  antennas  are 
bottom-mounted.  The  frequencies  employed 
are  so  high  that  the  radio  signals  behave 
much   like   light.   They   cannot   penetrate 
metal.  Therefore,  in  certain  aircraft  atti- 
tudes, communications  are  best  made  with 
bottom-mounted  antennas  to  avoid  'shadow- 
ing' effects  of  an  aircraft's  protuberances. 
Whenever  this  is  done,  there  will  be  an  In- 
terference problem   from  surface-reflected 
signals.  The  so-called  short  64  microsecond 
Mode-S  message  is  one  that  is  almost  11.9 
miles  long  (that's  how  far  radio  signals  will 
travel  in  64  microseconds).  This  means  that 
anytime    two   communicating    aircraft    are 
flying  at  less  than  31,000  above  the  ground, 
a    ground-reflected    signal    will    overlap    a 
direct  aircraft-to-aircraft  one  at  the  receiv- 
ing aircraft.  Thus  causing  destructive  inter- 
ference. That's  one  drawback  of  the  lengthy 
replies  of  Mode-S.  Another  is  the  need  to  es- 
tablish and  maintain  a  'roll-call'  list  of  in 
range  aircraft  then  make  a  separate  interro- 
gation to  each  once  a  second.  This  will  only 
transfer  the  problem  of  excessive  replies  to 
one  of  excessive  interrogations.  The  Mode-S 
interrogation   message   is  also  one   having 
two  possible  lengths.  Like  the  Mode-S  re- 
plies not  something  close  to  a  minimum  in 
time  length  but  times  that  will  either  be  22 
or  36  microseconds  long.  They  will  be  sus- 
ceptible to  destructive  overlap.  Any  change 
in  the  encoded  message  of  an  interrogation 
by  overlap  will  result  in  either  a  wrong  air- 
craft being  called,  or  the  wrong  information 
requested.  It  could  also  be  both. 

Let's  look  at  what  might  be  the  spectrum 
usage  by  TCAS  with  Mode-S  in  a  worst-case 
traffic  environment.  That's  one  where  there 
will  be  .3  aircraft  in  each  square  nautical 
mile  of  airspace.  A  40-second  range  time 
would  be  5.56  nautical  miles,  and  cover  an 
area  of  97  square  nautical  miles.  However, 
as  cited  earlier,  a  signal  detection  range  may 
be  twice  as  far  of  11. 11  nautical  miles.  Over 
this  extended  range,  there  could  be  as  many 
as  116  aircraft  trying  to  communicate  with 
those  nearby.  If  each  makes  22  interroga- 
tions to  those  thought  to  be  within  an  area 
of  interest  there  will  be  a  total  of 
116x22  =  2552  interrogations  made  and  de- 
tected by  all  of  the  aircraft.  All  of  the  2552 
replies  generated  will  likewise  be  detected 
by  all  others.  Hence,  in  such  a  situation  the 
2-way  communications  (interrogator  to  re- 
plier  &  replier  to  interrogator)  reliability 
would  be  on  the  order  of  just  40%.  Now  the 
PAA  is  aware  of  degraded  performance  that 
may  occur  under  such  situations.  What's 
their  fix?  Not  make  a  change  to  improve  re- 
liability under  these  conditions,  but  simply 
change  the  ground  rules.  Don't  provide  a 
full  40-second  warning  time  like  the  private 
designs  did,  and  like  the  pilots  want.  Cut 
back  both  on  the  numbers  of  transmissions 
made,  and  the  transmitter  power.  This  re- 
duces the  circle  of  communications  and  will 
result  in  better  reliability.  Of  course,  the 
pilots  may  only  get  20  second  warnings.  The 
PAA.  in  its  infinite  wisdom,  considers  this 
accepUble.  To  this  writer  its  another  admis- 
sion of  failure.  The  FAA.  in  seeing  a  short- 
coming of  their  design,  rather  than  make  a 
constructive  change,  resorts  to  subterfuge. 
Cheat  the  pilots,  and  cheat  the  flying 
pubUc.  That  it  will  work  with  these  com- 
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plexities  is  a  fact  and  herein  admitted. 
That's  like  saying  it  will  "fly".  But  like  air- 
craft designer's  say,  "We  can  make  anything 
fly,  given  enough  power".  In  my  opinion, 
the  attainable  performance  of  TCAS  with 
Mode-S  is  not  acceptable,  and  it  comes  at 
too  high  a  cost. 

For  such  equipment  serving  in  a  life  and 
death  situation  must  iteelf  be  without  com- 
promise. Not  only  must  it  be  of  optimum 
design  for  performance,  but  it  must  also  in- 
clude a  comprehensive  self-test  capability. 
The  pilots,  depending  upon  such  equipment 
for  safety,  must  know  at  all  times  that  the 
equipment  is  working  properly.  Any  colli- 
sion-avoidance equipment,  before  being  ac- 
cepted, will  have  to  include  an  automatic 
self-test  capability.  This  means  be  able  to 
make  a  self-test  once  each  second,  as  it  accu- 
mulates data  once  each  second.  Equipment 
for  usage  aboard  air  liners,  or  military  craft 
would  have  redundant  capabilities.  Anytime 
a  fault  is  noted  in  one  equipment  module, 
operation  would  change  to  the  backup  unit 
and  the  pilot  notified  of  its  status.  Also,  self- 
test  would  be  made  before  an  aircraft's 
engine  is  sUrted  prior  to  flight.  If  the  CAS 
equipment  doesn't  work,  the  aircraft  just 
don't  go.  Once  a  system  is  fully  implement- 
ed, the  air  traffic  controller  could  be  given 
the  capability  to  exercise  an  aircraft's  colli- 
sion-avoidance system  before  giving  that  air- 
craft permission  to  take  off.  By  doing  this, 
all  will  know  the  equipment  of  others  is 
working  properly.  Anytime  an  inflight  fail- 
ure occurs  leaving  one  system  completely  in- 
operative, then  the  flight  crew  of  that  air- 
craft will  be  responsible  for  using  every 
other  facility  available  to  ensure  safety,  and 
would  notify  the  nearest  air  traffic  control 
station. 

Lets   talk  about  costs   to   implement.   A 
dual-frequency.        dual       encoder/decoder 
Mode-S   transponder   is   estimated   to  cost 
anywhere  from  $1,500  to  $2,500  without  any 
collision-avoidance    function.    Add   a   mini- 
mum collision-avoidance  function  and  the 
price  jumps  to  something  like  $4,000.  The 
deluxe   version   known   as  TCAS   III.   and 
planned  for  air  carriers  and  the  military  has 
an  estimated  cost  that  ranges  from  $70,000 
to  $250,000.  A  less  exotic  version  known  as 
TCAS  II  has  already  been  proclaimed  by 
our  Department   of  Transportation   to   be 
this   nation's  standard   for   collision-avoid- 
ance equipment.  This  was  made  so  in  an 
order    (6367.1)    issued    on    June    19.    1984. 
That's  over  two  years  ago.  Yet.  today  there 
is  no  air  line  company  using  this  equipment 
to  enhance  safety  or  improve  flight  efficien- 
cy. No  avionics  company  offers  such  equip- 
ment as  part  of  their  standard  production 
line.  You  ask  the  FAA  why.  and  might  be 
told  is  because  c^  no  customers.  Air  line 
companies  can't  afford  the  equipment,  gen- 
eral  aviation  aircraft  owners  can't  either 
and  they  don't  want  it.  according  to  the 
FAA.  They  also  say  that  another  problem  is 
the   reluctance  of   the   International   Civil 
Aviation    Organization    to    accept    it.    Of 
course  they're  reluctant.  The  whole  concept 
of  TCAS/Mode-S  makes  for  a  very  expen- 
sive    and     very     poor     collision-avoidance 
system,  and  we're  expected  to  wait  at  least 
another  14  years  for  full  implementation. 
Recall    the    Air   Transport    Association    of 
America  had  specified  that  an  acceptable 
design  be  on  able  to  provide  pilots  with  a  40- 
second  warning  time?  Well,  the  3  rejected 
private  designs  all  met  this  specification  in 
their  submissions  made  to  the  FAA  in  1974. 
Here  today.   12  years  later,  our  FAA  will 
only  guarantee  20  seconds  with  their  TCAS 
design.    Why   does   the   FAA   feel   free   to 
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loosen  requirements  for  its  design,  while 
holding,  at  the  time,  private  designs  to  the 
40-second  requirement?  Especially  when  a 
very  comprehensive  analysis  showed  that 
piloU  really  need  this  much  time  in  order  to 
make  an  assessment  of  their  predicament, 
then  respond  with  a  smooth  gradual  correc- 
tion. In  my  opinion,  this  is  just  another  in- 
dication of  failure  of  the  FAA's  design. 

Any  new  private  design  utilizing  a  mes- 
sage-encoding format  requirement  little 
transmitter-on  time  would  have  no  trouble 
providing  a  full  40-second  warning  to  all  and 
in  all  areas.  A  40-second  warning  time  with- 
out a  lot  of  nuisance,  or  false  alarms  by 
making  one  change.  The  PAA  intends  that 
all  aircraft  include  an  exchange  of  altitude 
mformation.  The  altitude  they  have  in  mind 
is  called  pressure  altitude.  That  is  simply 
the  present  altimeter  indicated  altitude 
when  the  altimeter  is  adjusted  for  a  stand- 
ard day  pressure  (29.92  mm.  of  mercury). 
Rather  than  this,  a  better  parameter  to  ex- 
change would  be  that  altitude  to  be  attained 
in  the  next  40  seconds  (future  altitude).  By 
making  such  a  change  all  would  have  in- 
cluded the  effecU  of  their  vertical  speed. 
This  is  easy  to  do,  and  would  permit  threat 
computers  to  do  a  more  accurate  job  of  pre- 
dicting potential  collisions  with  a  40-second 
lead  time. 

Getting  back  to  costs.  With  TCAS  esti- 
mated to  be  so  costly,  most  small  aircraft 
owners  won't  buy,  and  the  FAA  says  that 
they  don't  have  to.  That's  nice,  but  leaves 
us  with  a  problem.  In  any  encounter  be- 
tween  a  TCAS-equipped   air   liner,   and   a 
none-equipped  small  aircraft,  it  will  be  in- 
cumbent upon  the  air  liner  to  always  yield 
the  right-of-way  to  the  little  guy.  This,  even 
though  the  little  guy  is  the  most  maneuver- 
able  aircraft  (almost  85%  of  the  aircraft  in 
this  country  fall  into  this  category).  If  a 
good  private  design  were  adopted  to  replace 
the  FAA's  TCAS  offerings,  the  reverse  could 
be  true.  All  aircraft  would  be  required  to 
have  collision-avoidance  equipment,  and  at 
a  cost  less  than  that  required  for  one  of  the 
FAAs    Mode-S    transponders.    The    right 
design  could  enable  air  liners  to  always  have 
the     right-of-way     over    smaller    aircraft. 
Here's    one    way    of    accomplishing    that. 
Added  to  the  data  exchange  would  be  air- 
craft-type identity.  Once  a  threat  situation 
arose  between  a  small  aircraft  and  an  air 
liner,  the  equipment  in  the  small  aircraft, 
recognizing  a  threat  from  an  air  liner,  would 
provide  a  warning  with  a  44-second  lead 
time.  The  equipment  in  the  air  liner  would 
always  delay  a  warning  by  4  seconds  if  the 
offending  aircraft  is  recognized  as  a  small 
one.  By  doing  this,  the  small  aircraft  would 
have  8  seconds  in  which  to  start  a  correc- 
tion. Most  of  the  time  the  small  aircraft 
would  have  started  a  correction  making  one 
by  the  air  liner  unnecessary.  This  is  certain- 
ly the  more  equitable  way  to  go.  Now  think 
about  midair  collisions. 

Presently  there  is  an  average  of  about  32 
mid-air  collisions  occurring  in  this  country 
per  year.  If  we  have  to  wait  for  so-called  full 
implementation  of  collision  avoidance  for  14 
more  :'ears.  then  we  can  exc,-ot  448  midair 
collisions  involving  896  aircraft.  If  each  had 
an  average  of  just  3  passengers  who  died  as 
a  result  of  the  collision,  then  we're  talking 
about  close  to  2.700  people  who  will  die 
needlessly.  Of  course,  statisticians  can  argue 
that  this  is  a  small  number  compared  to 
those  who  will  die  in  other  aircraft,  and 
automobile  accidents.  Yes.  its  small  but  in 
this  case  we  are  talking  about  avoidable  ac- 
cidents, and  avoidable  deaths.  Also,  there  is 
no  reason  not  to  believe  that  out  of  the  448 
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anticipated  midairs  at  least  one  will  involve 
an  air  liner  and  a  lot  more  people  both  in 
the  aircraft,  and  on  the  ground  may  have  to 
die  needlessly. 

Let  us  look  at  managing  immediate  full 
implementation  of  a  good  design.  A  good 
private  design.  If  operation  were  to  be  made 
on  a  single  frequency  rather  than  on  two  as 
is  now  the  case,  then  there  could  be  simplifi- 
cation of  hardware  and  a  cost  savings.  Since 
a  new  design  need  have  only  one  message 
encoding  and  decoding  means  another  sav- 
ings would  be  realized.  All-in-all  today  such 
a  design  could  include  a  reliable  collision 
avoidance  function  as  well  as  serve  in  air 
traffic  control  and  sell  for  the  same  price  as 
today's  ATCRBS  transponders.  These  trans- 
ponders are  priced  at  under  $1000  for  three 
different  models.  The  PAA  argues  that  air- 
craft owners  can't  afford  the  equipment. 
Let's  say  that  may  be  so,  but  how  about  if 
each  is  given  a  subsidy?  Not  a  taxpayer  sub- 
sidy but  another.  Here's  what  sounds  practi- 
cal to  me.  There  are  about  220.000  aircraft 
in  this  country  that  would  need  such  equip- 
ment. If  we  were  to  give  $1000  to  the  owner 
of  each  stipulating  that  the  money  need  be 
spent  on  implementing  collision-avoidance 
equipment,  then  the  total  outlay  would  be 
220  million  dollars.  That  would  be  enough 
money  to  outfit  all  aircraft  with  minimum 
equipment. 

Right  now  in  a  trust  fund  known  as  the 
Airports  and  Airways  Trust  Fund  there  is  a 
balance  of  7  billion  dollars.  Of  this,  4  billion 
is  committed  to  support  several  programs. 
This  leaves  an  uncommitted  surplus  of  3  bil- 
lion dollars.  An  embarrassingly  high  sur- 
plus. This  money  has  come  from  taxes  ap- 
plied to  aircraft  owners.  It  is  their  money. 
Though  not  now  available  for  such  usage,  a 
change  in  legislation  could  make  it  avail- 
able. Thus,  minimum  equipment  could  be 
made  available  to  all  with  an  expenditure 
that  is  really  less  than  8%  of  monies  ac- 
crued for  which  there  is  no  other  need. 
Money  not  paid  directly  by  taxpayers,  but 
monies  collected  from  aircraft  owners. 
There  could  be  no  better  expenditure  for 
100%  of  this  money  let  alone  just  8%. 

Another  factor  of  concern  to  the  FAA  is  in 
phasing-in  another  system.  What  happens 
during  a  transition  period?  Since  it  has  been 
shown  that  a  single-frequency  operation  is 
both  practical  and  most  cost  effective,  it 
makes  sense  to  go  to  that.  Leave  present  air 
traffic  control  as  it  is,  and  phase  in  collis- 
sion-avoidance  equipment  on  another  fre- 
quency. Use  the  frequency  of  1607.5  MHz  al- 
ready allocated  by  the  FCC  for  such  usage. 
Then,  allow  a  period  of  time  for  all  aircraft 
owners  to  irjstall  equipment.  That  period  of 
time  to  be  one  that  is  reasonable  from  both 
a  equipment  production  schedule,  and  an  in- 
stallation schedule.  Once  that  established 
period  of  time  has  elapsed,  no  unequipped 
aircraft  would  be  allowed  to  fly  over  popu- 
lated areas,  or  in  controlled  airspace.  Such  a 
transition  period  may  be  a  period  of  three 
years.  That  means  someone  buying  equip- 
ment today  would  not  be  able  to  enjoy  full 
usage  of  it  for  three  years.  The  FAA  has 
stated  that  this  should  not  be.  However,  any 
worthwhile  undertaking  of  man  requires  an 
initial  investment,  then  time  to  complete. 
This  whether  it  be  a  bridge,  freeway,  or 
building.  Here,  collision  avoidance  is  no  dif- 
ferent. 
Concluding. 

Pilots  need  the  help  available  from  elec- 
tronic traffic  surveillance  (collision  avoid- 
ance), and  the  flying  public  deserves  it. 
Today  a  most  efficient  collision  avoidance 
system  can  be  made  and  full  implementa- 


tion realized  in  as  little  as  3  years  after  ap- 
proval of  design  and  start  of  production.  It 
would   be   most  cost  effective   and  could 
easily  be  adopted  as  a  world  standard.  Being 
equipment  able  to  effect  flight  savings  to 
all,  all  would  soon  accept  it  both  for  the  sav- 
ings and  also  for  the  freedom  of  more  unre- 
stricted flight  coupled  with  better  safety. 
Cost  cannot  be  an  objection  when  there  is 
money   in  the  Airport  and  Airway  Trust 
Fund  that  could  be  used  to  initiate  imple- 
mentation. Time  to  implement  cannot  be  an 
objection  for  all  have  already  waited  over  20 
years  for  something.  One  more  thing.  Men- 
tion was  made  of  the  fact  that  private  avi- 
onics engineers  were  participating  in  TCAS 
development  as  members  of  the  Radio  Tech- 
nical Commission  on  Aeronautics  (RTCA) 
committee  No.  147.  Please  know  that  this 
committee  includes  members  that  are  engi- 
neers    from     Japan,     England,     Belgium, 
Prance,  and  Russia.  If  the  American  people 
can't  come  up  with  a  design  worthy  of  being 
adopted  as  a  world  standard,  you  can  bet 
somebody    else    will.    I    argue    that    that 
shouldn't  and  needn't  be.  Also,  this  point 
should  be  clearly  made.  There  is  no  sugges- 
tion here  that  all  of  the  work  that  has  been 
accomplished  over  the  years  by  so  many  be 
entirely  discarded.  No  charge  need  be  made 
in   the   information   to   be  exchanged.   No 
change  need  be  made  in  just  how  best  to  use 
the  information.  Only  change  the  message 
encoding  means.  Only  change  from  Mode-S 
to  something  else  that's  both  a  more  effi- 
cient means  of  encoding  data,  and  one  that 
would   be  less  costly   to   implement.   Keep 
TCAS.  but  get  rid  of  Mode-S  as  the  data  ex- 
change format. 

You  have  been  reading  something  critical 
of  an  agency  of  the  United  States  govern- 
ment. Something  written  by  just  one  man. 
About  now  you  should  question  why  such  a 
story  hasn't  come  from  one  of  the  nation's 
Avionics  firms.  After  all.  they  would  be  the 
ones  to  profit  more  by  developing  a  design 
worthy  of  l)ecoming  first  a  U.S.  standard, 
then  ultimately  a  world  standard.  You  talk 
to  them  looking  for  corroboration  of  what 
has  been  given  here,  and  you  may  get  either 
a    "no  comment"  or  something  else.  That 
something  else  may  be  the  logic  that  they 
aren't  "pioneers  ".  Speculating  in  a  new  field 
in    risky,    and   rather    than    gamble,    they 
would  rather  see  someone  make  a  design, 
then  participate  in  producing  that  design. 
Get  their  share  of  the  market  rather  than 
going  for  the  big  plum.  That's  one  view,  but 
there  is  another  more  ominous  one.  Today, 
all  Avionic  firms  need  to  have  their  prod- 
ucts approved  by  the  PAA.  You  get  the  FAA 
mad  at  you  for  any  reason,  then  you  might 
find  approval  a  little  hard  to  come  by.  In  my 
opinion,  its  simply  a  question  of  intimida- 
tion. If  the  FAA  wants  the  whole  collision- 
avoidance   design   pie,    the   FAA   gets   the 
whole  pie,  and  the  public  be  dammed. 

This  discussion  would  not  be  complete 
without  looking  at  another  order  already 
made  by  the  department  of  transportation. 
That  is  their  order  number  6365.1  A  issued 
on  January  3,  1983.  Its  subject  is:  U.S.  Na- 
tional Aviation  Standard  for  the  Mode 
Select  Beacon  System  (Mode-S).  It  describes 
the  purpose  of  the  order  to  establish  Mode- 
S  as  the  new  beacon  system  to  replace  the 
ATCRBS.  Two  paragraphs  of  that  order 
bear  some  study,  and  they  are  give  here. 

"4.  Background.— a.  It  was  recognized  in  a 
study  conducted  for  the  Department  of 
Transportation  in  1968,  that  improvements 
would  be  required  in  the  Air  Traffic  Control 
Radar  Beacon  System  (ATCRBS)  to  sup- 
port air  traffic  control  through  the  1990's. 


Also  recognized  was  the  need  for  a  data  link 
system  to  support  enhanced  automation 
with  sufficient  capacity  to  meet  traffic 
growth  through  the  same  period. 

"c.  In  December  1981  the  concept  was 
modified  to  remove  all  ground  based  colli- 
sion-avoidance functions  and  associated 
complexities  reducing  cost  substantially. 
The  name  was  changed  to  Mode  S  at  that 
time  to  be  consistent  with  the  international 
name  adopted  for  these  systems." 

Paragraph  4a  says  that  there  is  a  need  for 
enhanced  automation.  One  way  to  enhance 
automation  at  all  Air  Traffic  Control  Sta- 
tions is  to  add  a  collision-avoidance  function 
to  the  equipment  at  each  station.  Think 
about  the  job  of  the  air  traffic  controller. 
Its  both  dull,  and  repetitive  yet  carries  an 
awesome  responsibility.  It's  a  job  far  better 
suited  to  a  machine  (computer).  With  a 
good  collision-avoidance  system  providing 
good  reliable  data  and  at  an  update  rate  of 
once  a  second,  a  computer  could  essentially 
take  over  the  job  completely.  While  a  con- 
troller tries  to  assess  the  safety  of  one  air- 
craft out  of  maybe  100  displayed  on  his 
screen,  the  computer  could  check  all  within 
the  same  period  of  time.  Should  a  safety 
problem  arise  between  any  two.  the  comput- 
er could  both  alert  the  traffic  controller  and 
provide  him  with  directions  to  give  to  the 
flight  crews  of  each  affected  aircraft. 

Paragraph   4c   in   removing   all  collision- 
avoidance  functions  wipes  this  out,  and  I 
read  this  as  saying:  "We  cant  make  it  work 
reliably  so  let's  just  cut  it  out ".  We  have  to 
ask  why.  Why  if  their  design  is  so  good  as  to 
become  the  national  standard,  why  if  it's 
good   enough   for  aircraft,   why   not   good 
enough  for  air  traffic  control  stations?  If  it's 
too  complex,  and  too  costly  for  a  ground 
station,  wouldn't  the  same  equipment  be  too 
complex  and  costly  for  an  aircraft?  Especial- 
ly a  small  general  aviation  aircraft?  In  my 
opinion,  this  is  another  admission  of  failure. 
The  FAAs  collision  avoidance  cannot   be 
added   to   the   air   traffic  control   stations 
equipment  because  the  data  is  neither  reli- 
able enough,  nor  available  at  an  acceptable 
rate.   If  we  were  to  go  to  a  new  private 
design.  That  new  design  could  also  be  used 
by   the  air  traffic  control  stations.   They 
could  throw  out  their  mechanically  rotated 
antennas   used   for  operation  and   replace 
them  with  a  fixed  omni-directional  one  that 
could  be  used  for  interrogations.  With  this, 
each  station  could  then  get  good  data,  and 
have  it  available  at  at  least  once  a  second. 
Hence,  having  it  available  for  a  computer  to 
use    in    assisting    traffic    controllers.    Of 
course,  to  use  such  an  antenna,  the  reply 
message   format   must  be  one  of  a  short 
transmission     time.     The    cited     optimum 
figure  given  in  this  document  would  permit 
air  traffic  control  stations  to  make  omni- 
directional interrogations  and  have  a  34-foot 
range  resolution.  This  means  that  aircraft 
only  have  to  differ  in  range  by  a  34-foot 
length  in  order  to  be  separately  identified. 
And  34  feet  is  less  than  the  length  of  all  air- 
liners. 

Thus  the  picture  seen  by  one  engineer. 
One  who  is  not  trying  to  sell  just  one 
design,  but  one  who  has  tried  to  make  the 
point  that  the  work  of  the  FAA  lends  cre- 
dence to  the  allegations  made  by  Mr.  Pope 
that  the  FAA  really  doesn't  want  to  ever  see 
any  such  equipment  implemented.  Either 
the  FAAs  engineers  aren't  very  smart,  or 
they  are.  If  they're  not,  then  they  should  be 
taken  out  of  the  design  effort.  If  they  are, 
and  they  have  been  deceiving  the  public, 
then  they  should  be  taken  out  of  the  design 
effort,  and  also  removed  from  the  public's 
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payroll.  It  is  my  opinion,  after  many  years 
of  watching  them  spinning  their  wheels, 
that  it's  just  like  Mr.  Pope  says.  They  just 
don't  want  to  see  any  collision-avoidance 
equipment  water  down  the  monopoly  they 
now  have  on  air  traffic  control.  Not  any 
sooner  thar  they  have  to.  I'll  argue  that  if 
the  PAA  were  taken  out  of  the  CAS  design 
picture,  this  Nation's  avionics  engineers 
would  immediately  step  forward  with  a 
number  of  designs  all  of  which  would  be 
substantially  better  than  TCAS/Mode-S. 
cost  a  lot  less,  and  be  made  available  sooner. 
Designs  for  equipment  able  to  provide  pro- 
tection 100  percent  of  the  time  whereas  air 
traffic  controller  must  time-share  their  serv- 
ices. Services  that  a  flight  crew  may  not 
have  when  they  are  needed  the  most. 

Today  airline  companies  are  having  trou- 
ble making  ends  meet.  General  aviation 
business  has  declined  over  80  percent. 
Partly  because  of  high  fuel  costs  and  high 
product  liability  costs.  Partly  because  of 
ever  increasing  air  space  restrictions  reduces 
the  value  of  flying.  The  equipment  being 
discussed  here  can  help  both.  Can  make 
commercial  flyng  more  profitable,  and  pri- 
vate flying  less  costly  and  safer.  Since  it  is  a 
product  that  can  save  all  money,  while  pro- 
viding benefits  of  flight  efficiency  and 
safety,  there  is  no  reason  not  to  believe  all 
aircraft  owners  would  go  for  it  once  shown  a 
good  package,  and  a  good  price.  Pilots  ex- 
pressed their  needs  in  1967.  Three  firms. 
Honeywell,  RCA,  and  McDonnell-Douglas. 
had  designs  meeting  all  specifications  ready 
in  1974.  over  12  years  ago.  How  much  longer 
should  pilots,  and  the  flying  public,  have  to 
wait?  How  many  more  need  die  before 
action  is  taken?  Action  to  get  an  agency  of 
the  Federal  Government  out  of  unfair  com- 
petition with  private  industry.  Private  in- 
dustry that  can  do  the  job  both  a  lot  better, 
and  a  lot  quicker.  I  say  that  time  for  change 
is  now.  Change  that  will  help  both  pilots 
and  air  traffic  controller.  Beyond  that,  just 
this. 

It's  true  that  the  probability  of  mid-air 
collision  involving  an  airliner  is  low  today. 
Yet,  in  the  game  of  large  numbers,  the 
event  of  low  probability  will  occasionally 
occur.  Commercial  flying  is  a  game  of  large 
numbers,  thus  each  of  us  has  to  ask  our- 
selves these  questions.  "When  will  it  occur?" 
"How  many  may  die?  "  "How  close  to  home 
will  it  strike?"  and,  "What  could  I  have 
done  to  prevent  it?"  Mr.  Pope  has  done  his 
part,  and  is  still  trying.  By  this  paper  I  am 
trying.  Now  its  your  turn.  How  about  help- 
ing effect  change?  Change  to  help  yourself 
and  all  those  dear  to  you. 

[Press  release  from  Government 
Accountability  Project.  June  18,  1985.] 
Whistleblower  Charges  Needless  Midair 
Collisions— PAA    Coverup    To    Protect 

R&D  BOONDOGOLE 

A  former  Federal  Aviation  Administration 
ombudsman  today  charged  that  PAA  has 
permitted  hundreds  of  needless  deaths  over 
the  last  10  years  by  failing  to  certify  an  in- 
expensive, proven  device  to  backup  air  traf- 
fic controllers  in  avoiding  midair  collisions. 
The  reason  was  that  approval  of  the  coUison 
avoidance  device  would  obviate  the  need  for 
PAA"s  own  Research  and  Development  pro- 
gram into  the  same  problem,  according  to  a 
•'wnistleblowing  disclosure"  filed  today  with 
the  Office  of  the  Special  Counsel  at  the 
Merit  Systems  Protection  Board.  But  PAA's 
version  still  hasnt  been  developed.  As  Pope 
explains,  "Ten  years,  $125  million  in  R&D, 
and  548  deaths  later,  we  still  dont  have  a 
backup  device  to  protect  us  when  the  con- 
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trollers  make  a  mistake."'  Pope's  charges 
come  just  as  FAA  is  about  to  test  the  latest 
version  of  its  program,  known  as  Total  Colli- 
sion Avoidance  System  (T/CAS). 

The  stakes  are  high  both  in  terms  of 
public  safety  and  economics.  Pope  and 
many  industry  leaders  say  that  an  air-based 
backup  system  is  needed,  because  that  ap- 
proach guarantees  an  independent  check  on 
electronic  failures  or  human  errors  in  the 
existing  ground-based  air  traffic  control 
system.  The  Honeywell  Corporation  devel- 
oped such  a  device,  known  as  the  Aircraft 
Separation  Avoidance  System  (ACAS).  in 
the  early  1970s.  After  a  four  year,  congres- 
sionally  mandated  study,  on  December  16. 
1975  an  internal  PAA  study  concluded  that 
the  Honeywell  model  was  available  for  im- 
mediate implementation  and  met  all  agency 
objectives  but  should  be  rejected.  The  study 
committee  explained  that  if  Honeywells 
model  were  approved,  PAAs  own  R&D  pro- 
gram for  a  backup  collision-avoidance  device 
no  longer  would  be  necessary. 

Unfortunately,  FAAs  version  is  ground- 
based,  which  leaves  it  vulnerable  to  the 
same  flaws  of  the  controller  system  it  is 
backing  up.  A  1977  report  for  FAA  by  the 
MITRE  Corporation  concluded  that  the  air- 
based  ACAS  could  have  prevented  all  228 
conceivably  avoidable  midair  collisions, 
while  two  ground-based  PAA  models  could 
have  prevented  only  190  and  2,  respectively. 
PAA  has  denied  the  report's  existence  to 
Congress.  Since  the  secret  1975  decision,  548 
passengers  have  died  in  midair  collisions, 
many  of  which  were  avoidable.  "There  is  no 
decent  excuse,  for  the  avoidable  accidents. '" 
declared  Popes  attorney  Thomas  Devine, 
legal  director  of  the  Government  Account- 
ability Project.  'These  Americans  were  sac- 
rificed at  the  altar  of  FAAs  R&D  budget." 

Its  an  expensive  altar.  In  the  last  ten 
years  FAA  has  thrown  nearly  $125  million 
in  taxpayer  funds  after  the  ground-based 
system,  which  still  has  not  been  implement- 
ed. "The  wasted  R&D  funds  are  only  the  be- 
ginning." explained  Pope.  "It  will  cost  an- 
other $7-8  billion  to  construct  all  the  new 
ground  terminals  necessary  for  T/CAS  to 
function,  even  if  it  worked." 

GAP.  a  non-partisan,  public  interest  whis- 
tleblower organization,  took  the  case,  ac- 
cording to  Devine,  because  "Mr.  Popes  ex- 
perience is  a  classic  case  where  the  govern- 
ment exists  to  benefit  itself,  not  the  public. 
Cutting  this  boondoggle  out  of  the  budget 
would  not  hurt  anyone  except  the  bureau- 
crats. The  only  thing  we  accomplish  by  con- 
tinuing FAA"s  research  is  to  risk  another 
aircraft  tragedy."" 

Government  Accountability  I»roject, 

Washington.  DC.  September  10.  1985. 
Hon.  Elizabeth  Dole. 

Secretary  of  Transportation,  U.S.  Depart- 
ment of  Transportation,  Washington, 
DC. 

Dear  Secretary  Dole:  I  am  writing  on 
behalf  of  our  client.  Mr.  James  Pope,  in 
regard  to  a  current  Department  of  Trans- 
portation (DOT).  Office  of  Inspector  Gener- 
al (OIG)  investigation  of  the  Federal  Avia- 
tion Administration  (PAA).  The  Office  of 
the  Special  Counsel  (OSC)  referred  to  you. 
under  5  U.S.C.  §§  1206(b)  (3)  and  (4).  Mr. 
Popes  whistleblowing  allegations  of  wrong- 
doing by  the  PAA  in  its  ongoing  midair  colli- 
sion-avoidance research  and  development 
program.  The  OIG  has  been  conducting  the 
investigation  ordered  by  the  Special  Coun- 
sel. 

We  recently  learned  that  the  OIG  has  not 
engaged  in  a  good  faith,  reasonable  effort  to 


investigate  Mr.  Pope's  charges.  As  the  at- 
tached affidavit  clearly  shows,  the  OIG  has 
merely  organized  previous  FAA  denials  of 
Mr.  Pope's  allegations  to  match  up  with  his 
current  charges.  The  OSC  did  not  order  a 
cursory  comparison  of  pre-existing  docu- 
mentation; the  OSC  ordered  an  investiga- 
tion based  upon  its  assessment  that  there 
was  a  "substantial  likelihood"  that  the  in- 
formation brought  forward  by  Mr.  Pope  dis- 
closed improprieties.  The  OSC  referral 
could  not  have  occurred  if  the  previous  FAA 
denials  had  credibility. 

5  U.S.C.  §  1206(b)(4)(B)  requires  you  to  in- 
clude "a  description  of  the  conduct  of  the 
investigation"  in  your  written  report  to  the 
OSC.  The  information  that  we  currently 
possess  shows  that  the  OIG  has  not  con- 
ducted an  investigation.  Pulling  old  reports 
from  a  file  and  resubmitting  them  to  the 
Special  Counsel  under  a  new  cover  letter 
does  not  qualify  as  an  investigation. 

We  request  that  you  look  into  this  matter 
before  completing  your  report  to  the  OSC, 
and  seek  an  extension  of  time  under  5 
U.S.C.  §  1206(b)(3)(A)(ii)  in  order  to  assure 
that  the  DOT  conducts  a  thorough,  good 
faith  investigation  into  Mr.  Pope's  allega- 
tions, as  required  by  law. 
Sincerely. 

Thomas  Devine, 
Donald  Aplin, 

Counsel  for  Mr.  Pope. 

Mr.  VENTO.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  DORNAN  of  California.  I  yield 
to  the  gentleman  from  Mirmesota. 

Mr.  VENTO.  Mr.  Chairman,  I  appre- 
ciate the  gentleman's  concern,  and  I 
understand  the  importance  that  this 
issue  has  to  the  district  that  he  repre- 
sents and  really  to  all  of  our  districts 
with  regard  to  air  safety. 

I  just  want  to  explain  to  the  gentle- 
man that  early  on.  the  Interior  Com- 
mittee in  terms  of  dealing  with  these 
oversite  flights  over  parks  did  examine 
some  of  the  different  issues  in  terms 
of  look-down  radar,  transponders,  and 
other  types  of  technology  that  could 
in  fact  help  avoid  these  types  of 
midair  collisions,  because  clearly  that 
was  something  that  came  up  and  was 
brought  to  our  focus  of  attention,  the 
terrible  loss  of  life  that  occurred  after 
our  hearings  had  really  begun  on  deal- 
ing with  the  issue  that  we  have  before 
us. 

The  decision  was  to  defer  that  and 
to  permit  the  Committee  on  Public 
Works  and  Transportation,  especially 
the  subcommittee  of  the  gentleman 
from  California  [Mr.  Mineta]  and 
others,  to  deal  with  that  issue  so  that 
we  could  narrow  the  focus  of  this.  It  is 
an  important  issue  that  the  gentleman 
raises,  but  we  are  trying  to  deal  with  a 
more  limited  focus  with  this,  and  I  ap- 
preciate the  gentleman's  comments 
and  his  understanding  of  the  matter. 

Mr.  DORNAN  of  California.  Re- 
claiming my  time.  Mr.  Chairman,  in  no 
way  did  I  accept  the  gentleman's  point 
of  order  as  indicating  not  having  equal 
concern  with  me  for  air  safety,  and  I 
just  hope  that  the  gentleman  imder- 
stands  my  frustration  that  this  seemed 
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to  be  the  only  vehicle  to  discuss  this 
and  move  it  forward  on  a  priority 
basis. 

We  lost  seven  people  in  the  space 
shuttle  Challenger,  and  look  at  the 
focus  of  concern  there.  We  lost  9 
people  on  the  ground  alone,  70  in  the 
air,  combining  the  two  airplanes  over 
my  district  and  on  the  ground  in  my 
district,  and  I  want  to  see  the  same 
focus  and  concern  on  getting  an  air- 
borne collision  avoidance  system.  I  am 
still  not  convinced  that  the  T-CAS  is 
anything  except  a  complementary 
system.  I  want  to  see  redundancy. 

The  CHAIRMAN.  The  question  is  on 
the  committee  amendment  in  the 
nature  of  a  substitute. 

The  committee  amendment  in  the 
nature  of  a  substitute  was  agreed  to. 

The  CHAIRMAN.  Under  the  rule, 
the  Conmiittee  rises. 

Accordingly  the  Committee  rose; 
and  the  Speaker  pro  tempore  (Mr. 
Gray  of  Illinois)  having  assumed  the 
chair,  Mr.  Pickle,  Chairman  of  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union,  reported  that  that 
Committee,  having  had  under  consid- 
eration the  bill  (H.R.  4430)  to  require 
the  Secretary  of  the  Interior  to  con- 
duct a  study  to  determine  the  appro- 
priate minimum  altitude  for  aircraft 
flying  over  national  park  system  units, 
pursuant  to  House  Resolution  533,  he 
reported  the  bill  back  to  the  House 
with  an  amendment  adopted  by  the 
Committee  of  the  Whole. 

The  SPEAKER  pro  tempore.  Under 
the  rule,  the  previous  question  is  or- 
dered. 
The  question  is  on  the  amendment. 
The  amendment  was  agreed  to. 
The   SPEAKER  pro  tempore.   The 
question  is  on  the  engrossment  and 
third  reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read 
the  third  time. 

The  SPEAKER   pro   tempore.   The 

question  is  on  the  passage  of  the  bill. 

The  question  was  taken;   and  the 

Speaker  pro  tempore  announced  that 

the  ayes  appeared  to  have  it. 

Mr.  SENSENBRENNER.  Mr.  Speak- 
er. I  object  to  the  vote  on  the  ground 
that  a  quorum  is  not  present  and 
make  the  point  of  order  that  a  quorum 
if  not  present. 

The  SPEAKER  pro  tempore.  Evi- 
dently a  quorum  is  not  present. 

The  Sergeant  at  Arms  will  notify 
absent  Members. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  378,  nays 
12,  not  voting  41,  as  follows: 


[Roll  No. 

390] 

YEAS- 

378 

Ackerman 

Applegate 

Bartlett 

Akaka 

Archer 

Barton 

Alexander 

Aspin 

Bateman 

Anderson 

Atkins 

Bates 

Andrews 

AuCoin 

Bedell 

Annunzio 

Badham 

Beilenson 

Anthony 

Barnes 

Bennett 

Bentley 

Bereuter 

Berman 

Bevill 

Biaggi 

Bilirakis 

Bliley 

Boehlert 

Hoggs 

Boner  (TN) 

Bonior  (MI) 

Bonker 

Borski 

Bosco 

Boucher 

Boulter 

Boxer 

Brooks 

Broomfield 

Brown  (CA) 

Brown  (CO) 

Bruce 

Bryant 

Burton  (IN) 

Bus  tarn  ante 

Byron 

Carper 

Carr 

Chandler 

Chapman 

Chappie 

Cheney 

Clay 

dinger 

Coats 

Cobey 

Coble 

Coelho 

Coleman  (MO) 

Coleman  (TX) 

Collins 

Combest 

Conte 

Conyers 

Cooper 

Courter 

Coyne 

Craig 

Crockett 

Daniel 

Dannemeyer 

Darden 

Daschle 

Daub 

Davis 

de  la  Garza 

Derrick 

DeWine 

Dicks 

Dingell 

DioGuardi 

Dixon 

Donnelly 

Dorgan  (ND) 

Dowdy 

Etowney 

Dreier 

Duncan 

Durbin 

Dwyer 

Dymally 

Dyson 

Eckart  (OH) 

Eckert  (NY) 

Edgar 

Edwards  (CA) 

Edwards  (OK) 

Emerson 

English 

Erdreich 

Evans  (lA) 

Evans  (ID 

Fascell 

Fawell 

Fazio 

Feighan 

Fiedler 

Fields 

Pish 

Florio 

Foglietta 

Foley 

Ford  (MI) 

Frank 

Franklin 

Prenzel 


Frost 

Gallo 

Garcia 

Gaydos 

Gejdenson 

Gekas 

Gephardt 

Gibbons 

Gilman 

Gingrich 

Glickman 

Gonzalez 

Goodling 

Gordon 

Gradison 

Gray  (ID 

Gray  (PA) 

Green 

Gregg 

Guarini 

Gunderson 

Hall  (OH) 

Hall.  Ralph 

Hamilton 

Hansen 

Hatcher 

Hawkins 

Hayes 

Hefner 

Hendon 

Henry 

Hertel 

Hiler 

Hillis 

Holt 

Hopkins 

Horton 

Howard 

Hoyer 

Hubbard 

Huckaby 

Hughes 

Hunter 

Hutto 

Hyde 

Jacobs 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 

Jones  (OK) 

Jones  (TN) 

Kanjorski 

Kaptur 

Kasich 

Kastenmeier 

Kemp 

Kennelly 

Kildee 

Kleczka 

Kolbe 

Kolter 

Kostmayer 

Kramer 

LaPalce 

Lagomarsino 

Lantos 

Latta 

Leach  (lA) 

Leath  (TX) 

Lehman  (CA) 

Lehman  (PL) 

Lent 

Levin  (MI) 

Levine(CA) 

Lewis  (CA) 

Light  foot 

Lipinski 

Lloyd 

Loeffler 

Long 

Lott 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

Lungren 

Mack 

MacKay 

Madigan 

Manton 

Markey 

Martin  (ID 

Martin.(NY) 

Martinez 


Matsui 

Mavroules 

Mazzoli 

McCain 

McCandless 

McCloskey 

McCollum 

McCurdy 

McDade 

McEwen 

McGrath 

McHugh 

McKernan 

McKinney 

McMillan 

Meyers 

Mica 

Mikulski 

Miller  (CA) 

Miller  (WA) 

Mineta 

Mitchell 

Moakley 

Molinari 

Mollohan 

Monson 

Montgomery 

Moody 

Moorhead 

Morrison  (CT) 

Morrison  (WA) 

Murphy 

Myers 

Natcher 

Neal 

Nelson 

Nichols 

Nielson 

Nowak 

Oakar 

Oberstar 

Obey 

Olin 

Ortiz 

Oxley 

Packard 

Panetta 

Parr  is 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Petri 

Pickle 

Porter 

Price 

Pursell 

Quillen 

Rahall 

Ray 

Regula 

Reid 

Richardson 

Ridge 

Rinaldo 

Roberts 

Robinson 

Rodino 

Roe 

Roemer 

Rogers 

Roslenkowski 

Roth 

Roukema 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Russo 

Sabo 

Saxlon 

Scheuer 

Schneider 

Schroeder 

Schulze 

Schumer 

Seiberling 

Sensenbrenner 

Sharp 

Shaw 

Shelby 

Shumway 

Shuster 

Sikorski 

Siljander 

Sisisky 


Skeen 

Studds 

Watkins 

Skelton 

Sundquist 

Waxman 

Slattery 

Swindall 

Weaver 

Slaughter 

Synar 

Weber 

Smith  (FL) 

Tallon 

Weiss 

Smith  (lA) 

Tauke 

Wheat 

Smith  (NE) 

Tauzin 

Whitley 

Smith  (NJ) 

Taylor 

WhitUker 

Smith,  Robert 

Thomas  (CA) 

Whitten 

(NH) 

Thomas  (GA) 

wnilams 

Smith,  Robert 

Torres 

Wirth 

(OR) 

Torricelli 

Wise 

Snowe 

Towns 

Wolf 

Snyder 

Traficant 

Wortley 

Solarz 

Traxler 

Wright 

Solomon 

Udall 

Wyden 

Spence 

Valentine 

Wylie 

Spratt 

Vander  Jagl 

Yates 

St  Germain 

Vento 

Yatron 

Staggers 

Visclosky 

Young  (AK) 

Stallings 

Volkmer 

Young  iFL) 

Stangeland 

Vucanovich 

Young  (MO) 

Stenholm 

Walgren 

Zschau 

Strang 

Walker 
NAYS- 12 

Armey 

Hammerschmidt  Smith.  Denny 

Carney 

Lewis  (FL) 

(OR) 

Crane 

Marlenee 

Stump 

DeLay 

Miller  (OH) 

Doman  (CA) 

Rudd 

NOT  VOTING- 

-41 

Barnard 

Fuqua 

Rose 

Boland 

Grotberg 

Savage 

Breaux 

Hartnetl 

Schaefer 

Burton  (CA) 

Ireland 

Schuelte 

Callahan 

Kindness 

Stark 

Campbell 

Leland 

Stokes 

Chappell 

Livingston 

Slratton 

Coughlin 

Michel 

Sweeney 

Dellums 

Moore 

Swift 

Dickinson 

Mrazek 

Waldon 

Early 

Murtha 

Whitehurst 

Flippo 

Owens 

Wilson 

Ford(TN) 

Rangel 

Wolpe 

Fowler 

Ritter 
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Mr.  DORNAN  of  California  changed 
his  vote  from  'yea"  to  "nay." 

So  the  bill  was  passed. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 
Mr.    VENTO.    Mr.    Speaker,    I 


ask 


unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on 
H.R.  4430,  the  bill  just  passed. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Is  there  objection  to 
the  request  of  the  gentleman  from 
Minnesota? 

There  was  no  objection. 


PERMISSION  FOR  SUBCOMMIT- 
TEE ON  INTERGOVERNMENTAL 
RELATIONS  AND  HUMAN  RE- 
SOURCES OF  THE  COMMITTEE 
ON  GOVERNMENT  OPER- 

ATIONS TO  SIT  TODAY 
DURING  5-MINUTE  RULE 
Mr.  WEISS.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Subcom- 
mittee on  Intergovernmental  Rela- 
tions and  Human  Resources  of  the 
Committee  on  Government  Oper- 
ations be  permitted  to  meet  during  the 
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S-minute  rule  on  H.R.  2482  this  after- 
noon. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 


UMI 


MAKING  REPAYABLE  ADVANCES 
TO  THE  HAZARDOUS  SUB- 
STANCE RESPONSE  TRUST 
FUND 

Mr.  WHITTEN.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  immediate 
consideration  of  the  joint  resolution 
(H.J.  Res.  727)  making  repayable  ad- 
vances to  the  hazardous  substance  re- 
sponse trust  fund. 

The  Clerk  read  the  title  of  the  joint 
resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Mississippi? 

Mr.  CONTE.  Mr.  Speaker,  I  reserve 
the  right  to  object. 

Mr.  WALKER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  CONTE.  I  yield  to  the  gentle- 
man from  Pennsylvania. 

Mr.  WALKER.  Mr.  Speaker,  I  just 
want  to  confirm  for  the  record  that 
what  we  are  doing  here  is  taking 
money  that  was  previously  appropri- 
ated in  this  year  and  transferring  it 
into  the  Superfund  trust  fund  so  that 
it  has  sufficient  money  with  which  to 
operate;  but  we  are  not  coming  up 
with  any  new  dollars,  and  there  is  no 
dificit  add-on  involved  in  this  particu- 
lar appropriation  bill. 

Mr.  CONTE.  Mr.  Speaker,  the  gen- 
tleman is  absolutely  right. 

Mr.  Speaker,  I  rise  once  again  in  sup- 
port of  this  joint  resolution  on  Super- 
fund. 

As  I  explained  in  great  detail  during 
Tuesday's  debate,  when  we  had  first 
attempted  to  bring  this  up,  what  we 
are  trying  to  do  here  is  save  about 
$600  million  in  Superfund  appropria- 
tions. That's  $600  million  that  we  ap- 
propriated last  November  but  that  we 
will  lose  if  we  don't  pass  this  resolu- 
tion. 

Let  me  emphasize  for  my  colleagues 
that  this  action  provides  no  new 
budget  authority  and  no  additional 
outlays.  None.  It  simply  transfers  in  a 
manner  of  speaking  the  $600  million 
already  in  the  Superfund  account  to 
the  trust  fund  where  it  can  be  used 
when  we  have  a  Superfund  reauthor- 
ization enacted. 

We  are  trying  to  address  a  technical 
problem  here,  but  it  is  not  a  small  one. 
We  can't  afford  to  lose  $600  million 
because  of  a  technicality.  The  Super- 
fund  Program  can't  afford  to  lose  it, 
either.  Lee  Thomas— the  Administra- 
tor of  EPA— will  tell  you  that.  He's 
been  pinching  pennies  for  over  a  year 
waiting  for  a  reauthorization  bill.  The 
Office  of  Management  and  Budget, 
and  the  General  Accounting  Office 
recognize  that  if  there  is  no  cash  bal- 


ance in  a  trust  fund  during  the  year  of 
an  appropriation,  then  the  appropria- 
tion expires.  That  is  the  situation  we 
are  facing  with  the  Superfund  trust 
fund.  That  fund  is  broke.  If  new 
taxing  authority  and  reauthorization 
is  not  enacted  by  September  30—12 
days  from  now— the  $600  million  we 
have  already  appropriated  will  vanish. 
Now,  perhaps  some  of  our  conferees 
on  the  reauthorization  bill  can  assure 
us  that  they  will  have  a  new  bill  en- 
acted in  12  days.  I  haven't  received 
any  such  assurances.  But.  as  a  member 
of  the  Appropriations  Committee,  my 
interest  is  to  ensure  that  these  funds 
are  available  as  we  intended  them  to 
be  for  the  Superfund  Program,  when- 
ever it  is  resuscitated. 

Even  though  Superfund  is  gasping 
right  now,  none  of  this  $600  million  is 
available  for  expenditure  under-  the 
provisions  of  this  bill.  It  is  fenced  off. 
We  still  need  the  taxing  authority  and 
the  reauthorization  before  a  penny  of 
this  money  can  be  spent.  The  same 
fence  applies  to  the  $861  million  in  our 
1987  bill  passed  on  Friday. 

If  we  lose  the  $6C0  million,  there's 
no  way  we'll  be  able  to  replace  it  in 
our  302(b)  allocation.  The  big  losers 
are  going  to  be  all  of  our  communities 
with  Superfund  sites. 

I  don't  like  these  bandaid  approach- 
es to  maintaining  one  of  the  most  vi- 
tally important  health  and  environ- 
mental issues  of  our  time.  I  regret  that 
our  Appropriations  Committee  must 
take  this  action  today.  But  we  have  no 
choice. 

I  hope  that  my  colleagues  will  sup- 
port this  resolution,  and  urge  our 
friends  on  the  Superfund  conference 
to  complete  action  on  the  reauthoriza- 
tion bill. 

Mr.  CONTE.  Mr.  Speaker,  I  with- 
draw my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Mississippi? 

There  was  no  objection. 

The  Clerk  read  the  joint  resolution, 
as  follows: 

H.J.  Res.  727 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  language  under 
the  heading  "Environmental  Protection 
Agency.  Hazardous  Substance  Response 
Trust  Fund"  in  Public  Law  99-160,  as 
amended  by  Public  Law  99-270  and  Public 
Law  99-411.  is  further  amended  by  deleting 
••$702,000,000  shall  be  derived  from  the  Haz- 
ardous Substance  Response  Trust  Fund  and 
$198,000,000  shall  be  derived  from  advances 
from  the  general  fund  of  the  Treasury  to 
the  Hazardous  Substance  Response  Trust 
Fund  to  be  repaid  in  accordance  with  sec- 
tion 223(c)(3)  of  Public  Law  96-510  and  not- 
withstanding section  223(c)(2)(D)  of  Public 
Law  96-510:  Provided.  That  none  of  the 
$150,000,000  made  available  by  Public  Law 
99-270  shall  be  available  for  obligation  after 
May  31,  1986:  Provided  further.  That  of  the 
additional  $48,000,000  made  immediately 
available.  $15,000,000  shall  be  obligated  by 
September  30,  1986.  for  continuation  of  on- 
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going  remedial  and  removal  site  work  and 
$19,000,000  shall  be  used  only  to  continue 
ongoing  contracts  and  to  replace  contracts 
for  essential  services: "  and  inserting  in  lieu 
thereof  ■$102,000,000  shall  be  derived  from 
the  Hazardous  Substance  Response  Trust 
Fund  and  $798,000,000  shall  be  derived  from 
advances  from  the  general  fund  of  the 
Treasury  to  the  Hazardous  Substance  Re- 
sponse Trust  Fund  to  be  repaid  in  accord- 
ance with  section  223(c)(3)  of  Public  Law 
96-510  and  notwithstanding  section 
223(c)(2)(D)  of  Public  Law  96-150:  Provided, 
That  none  of  the  $150,000,000  made  avail- 
able by  Public  Law  99-270  shall  be  available 
for  obligation  after  May  31.  1986:  Provided 
further.  That  of  the  $48,000,000  made  avail- 
able by  Public  Law  99-411.  $15,000,000  shall 
be  obligated  by  September  30.  1986,  for  con- 
tinuation of  ongoing  remedial  and  removal 
site  work  and  $19,000,000  shall  be  used  only 
to  continue  ongoing  contracts  and  to  replace 
contracts  for  essential  services:  Provided 
further.  That  none  of  the  additional 
$600,000,000  advanced  to  the  Hazardous 
Substance  Response  Trust  Fund  by  this 
joint  resolution  shall  be  available  for  obliga- 
tion until  Superfund  taxing  authority  is  en- 
acted:". 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Mississippi  [Mr. 
Whitten]  is  recognized  for  1  hour. 

Mr.  WHITTEN.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  this  resolution  will 
take  care  of  what  is  essentially  a  tech- 
nical problem  in  regard  to  the  Super- 
fund  issue. 

At  the  end  of  this  month  there  will 
be  about  $600  million  remaining  of  the 
1986  Superfund  appropriation,  which 
EPA  has  not  obligated  because  the 
trust  fund  is  out  of  money.  The  Appro- 
priations Committee  intended  these 
funds  to  be  carried  over  into  1987— and 
we  specifically  provided  that  the  funds 
"remain  available  until  expended." 

However,  both  OMB  and  GAO  rec- 
ognize that  if  there  is  no  cash  balance 
in  a  trust  fund  during  the  year  of  the 
appropriation— the  appropriation  ex- 
pires. That  is  exactly  the  situation  we 
face  in  Superfund— if  new  taxing  au- 
thority and  reauthorization  is  not  en- 
acted before  September  30,  $600  mil- 
lion will  be  lost  on  October  1. 

This  resolution  will  take  care  of  the 
problem.  It  will  permit  the  $600  mil- 
lion to  be  advanced  from  the  general 
fund  to  the  Superfund  trust  fund— so 
that  it  can  be  carried  over  into  1987. 
The  action  provides  no  new  budget  au- 
thority and  no  additional  outlays.  Fi- 
nally, language  has  been  included  to 
"fence"  these  funds  so  that  EPA 
cannot  make  any  obligation  until  after 
taxing  authority  has  been  enacted. 

This  $600  million  is  essential  to  pro- 
vide for  an  expanding  Superfund  pro- 
gram in  1987  and  1988.  The  1987  HUD 
bill  provides  $861  million,  assuming 
substantial  funds  would  carry  over.  If 
this  $600  million  is  lost,  it  cannot  be 
replaced  within  our  302  allocation.  So 
the  Superfund  program  will  suffer  in 
1987  and  beyond. 
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Without  a  doubt,  the  Superfund  pro- 
gram is  now  suffering  from  a  severe 
shortage  of  funds.  However,  the  solu- 
tion must  be  a  long-term  reauthoriza- 
tion bill— not  another  bandaid.  Most 
members  of  there  authorizing  commit- 
tees and  supporters  of  Superfund  be- 
lieve that  making  additional  funds 
available  at  this  point  would  backfire 
and  actually  work  to  undermine  or 
delay  passage  of  reauthorizing  and  tax 
legislation. 

This  will  in  no  way  breach  the  $8.5 
billion  authorization  total.  This  con- 
cerns the  other  side  of  the  ledger— and 
the  Appropriations  Committee's  prob- 
lem in  preserving  the  budget  authority 
to  provide  the  levels  of  funds  antici- 
pated in  the  legislation.  We  will  not 
exceed  the  $8.5  billion  total  for  Super- 
fund  during  the  1987-91  period. 

It  is  my  understanding  that  this  has 
been  cleared  with  the  affected  author- 
izing conmiittees,  on  both  sides  of  the 
aisle.  I  am  told  that  all  parties  to  this 
are  in  agreement  that  this  needs  to  be 
done. 

Mr.  FLORIO.  Mr.  Speaker,  will  the 
gentleman  yield, 

Mr.  WHITTEN.  I  yield  to  the  gentle- 
man from  New  Jersey. 

Mr.  WHITTEN.  Mr.  Speaker,  I  urge 
the  adoption  of  the  joint  resolution 
and  I  yield  back  the  balance  of  my 
time. 

The  joint  resolution  was  ordered  to 
be  engrossed  and  read  a  third  time, 
was  read  the  third  time,  and  passed, 
and  a  motion  to  reconsider  was  laid  on 
the  table. 


URGENT  SUPPLEMENTAL  AP- 
PROPRIATIONS FOR  EMERGEN- 
CY ASSISTANCE  TO  THE  PHIL- 
IPPINES 

Mr.  WHITTEN.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  immediate 
consideration  of  the  joint  resolution 
(H.J.  Res.  732)  making  urgent  supple- 
mental appropriations  for  the  fiscal 
year  ending  September  30,  1986,  for 
emergency  assistance  to  the  Govern- 
ment of  the  Philippines. 

The  Clerk  read  the  title  of  the  joint 
resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Mississippi? 

Mr.  WALKER.  Mr.  Speaker,  I  re- 
serve the  right  to  object. 

I  do  so.  Mr.  Speaker,  in  order  to  im- 
derstand  the  procedure  here.  We  are 
asking  for  consideration  only.  Immedi- 
ately following  the  gentleman's  re- 
quest, we  will  in  fact  have  debate  time 
on  the  bill  and  there  will  in  fact  be  a 
chance  to  vote  yes  or  no  on  the  bill;  is 
that  correct? 

Mr.  Speaker,  I  yield  to  the  gentle- 
man from  Mississippi  [Mr.  Whitten]. 

Mr.  WHITTEN.  Mr.  Speaker,  may  I 
say  I  expect  to  yield  to  the  gentleman 
from  Wisconsin  [Mr.  Obey],  chairman 
of  the  Subcommittee  on  Foreign  Oper- 


ations, and  he  will  be  in  control  of  the 
time  and  the  handling  of  the  bill.  I 
intend  to  yield  my  time  to  the  gentle- 
man from  Wisconsin  [Mr.  Obey]. 

Mr.  WALKEIR.  Further  reserving 
the  right  to  object,  Mr.  Speaker,  I  just 
want  to  make  certain  what  kind  of 
procedure  we  are  establishing  here.  I 
do  not  particularly  want  us  to  proceed 
on  this  bill  imder  the  objection  rule.  I 
would  prefer  to  see  us  go  to  a  regular 
consideration  of  the  bill. 

It  is  my  imderstanding  that  what 
the  gentleman  has  asked  for  is  consid- 
eration only.  That  will  be  perfectly  ac- 
ceptable with  this  gentleman,  but  I  do 
not  want  us  to  either  pass  the  bill  by 
unanimous  consent,  nor  do  I  want  us 
to  operate  under  the  objection  rule  for 
the  debate  on  the  bill. 
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Does  this  gentleman  understand 
what  your  request  is? 

Mr.  WHITTEN.  I  understand  that 
will  be  done. 

Mr.  WALKER.  Mr.  Speaker,  I  with- 
draw my  reservation  of  objection. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Is  there  objection  to 
the  request  of  the  gentleman  from 
Mississippi? 

There  was  no  objection. 

The  Clerk  read  the  joint  resolution, 
as  follows, 

H.J.  Res.  732 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  the  following 
sums  are  appropriated,  out  of  any  money  in 
the  Treasury  not  otherwise  appropriated,  to 
supply  urgent  supplemental  appropriations 
for  the  fiscal  year  ending  September  30, 
1986.  namely: 

BILATERAL  ECONOMIC  ASSISTANCE 

Funds  Appropriated  to  the  President 

Agency  for  Economic  Development 


economic  support  fund 
For  an  additional  amount  for  the  'Eco- 
nomic Support  Fund".  $200,000,000  to  be 
made  available  only  for  the  Philippines: 
Provided.  That  such  amount  shall  be  obli- 
gated and  expended  prior  to  October  1. 
1986:  Provided  further.  That  such  amount 
shall  be  made  available  as  a  grant  cash 
transfer.  Provided  further.  That  section  524 
of  the  Foreign  Assistance  and  Related  Pro- 
grams Appropriations  Act,  1986  and  section 
634A  of  the  Foreign  Assistance  Act  of  1961 
shall  not  apply:  That  such  funds  shall  be 
made  available  not  withstanding  section  10 
of  Public  Law  91-672  and  section  15  of  the 
State  Department  Basic  Authorities  Act  of 
1956. 


from     Mississippi 
recognized   for    1 


The  gentleman 
[Mr.  Whitten]  is 
hour. 

Mr.  WHITTEN.  Mr.  Speaker.  I  yield 
1  hour  to  the  gentleman  from  Wiscon- 
sin [Mr.  Obey]. 

Mr.  KEMP.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  OBEY.  I  yield  to  the  gentleman 
from  New  York. 

Mr.  KEMP.  I  thank  the  gentleman 
for  yielding. 


Mr.  Speaker,  as  the  ranking  minori- 
ty member  of  the  subconunittee  upon 
which  the  gentleman  from  Wisconsin 
is  our  chairman,  he  does  plan,  I  hope, 
to  yield  half  the  time  to  the  minority? 
The  SPEAKER  pro  tempore.  The 
gentleman  from  Wisconsin  [Mr.  Obey] 
is  recognized  for  1  hour. 

Mr.  OBEY.  Mr.  Speaker,  I  yield  30 
minutes  of  that  time  to  the  gentleman 
from  New  York  [Mr.  Kemp],  the  rank- 
ing member  of  the  subcommittee. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
Wisconsin  [Mr.  Obey]  may  yield  30 
minutes. 
There  was  no  objection. 
Mr.  KEMP.  I  thank  the  gentleman 
for  yielding  time. 

At  this  point  I  yield  such  time  as  he 
needs  to  my  friend,  the  gentleman 
from  New  York  [Mr.  Solomon]  in 
order  that  he  may  make  his  speech  in 
opposition  immediately. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
New  York  [Mr.  Solomon]  is  recog- 
nized for  such  time  as  he  may  con- 
sume. 
There  was  no  objection. 
Mr.  SOLOMON.  Mr.  Speaker,  if  the 
gentleman  would  yield,  I  am  not  pre- 
pared to  make  my  opposition  remarks 
at  this  time.  I  would  prefer  to  have 
the  gentleman  go  ahead.  I  wanted  to 
make  sure  that  those  of  us  who  are  in 
opposition  and  did  not  object  to  this 
unanimous-consent  request  do  have 
ample  time  to  make  our  points. 

Mr.  KEMP.  Mr.  Speaker,  let  me  say 
to  my  colleagues  that  I  very  much  ap- 
preciate the  gentleman  from  New 
York  [Mr.  Solomon],  as  well  as  the 
gentleman  from  Pennsylvania  [Mr. 
Walker],  allowing  us  to  bring  this  bill 
to  the  floor  under  unanimous  consent. 
So,  at  this  point  I  would  defer  to  my 
friend,  the  gentleman  from  Wisconsin 
[Mr.  Obey]  to  present  the  case,  and 
then  I  reserve  the  balance  of  my  time. 
The  SPEAKER  pro  tempore.  The 
gentleman  from  New  York  [Mr.  Kemp] 
reserves  the  balance  of  his  time. 

The  Chair  recognizes  the  gentleman 
from  Wisconsin  [Mr.  Obey]. 

Mr.  OBEY.  Mr.  Speaker.  I  yield 
myself  8  minutes. 

Mr.  Speaker,  as  I  think  the  member- 
ship understands,  earlier  today  we 
heard  a  tremendously  moving  speech 
by  the  new  President  of  the  Philip- 
pines, President  Aquino. 

I  may  have  heard  a  more  eloquent 
speech  on  the  floor  of  this  House  in 
the  17  years  that  I  have  been  here,  but 
if  I  have,  I  cannot  remember  what  it 
was. 

She  laid  out  the  moral  foundation 
for  her  position  attacking  the  econom- 
ic problems  of  the  country,  attacking 
the  military  problems  of  the  country, 
and  I  think  did  so  in  a  way  which  drew 
on  the  best  traditions  of  American  his- 
tory. 
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I  know  of  no  recent  event  worldwide 
that  has  been  more  thrilling  to  anyone 
who  is  concerned  with  the  expansion 
of  democracy  around  the  world  than 
to  see  the  abusive  regime  of  the  previ- 
ous Philippine  President  replaced  by 
this  one.  after  a  magnificent  display  of 
dedication  to  democratic  principles  on 
the  part  of  the  Filipino  people. 

After  that  event,  I  had  been  asked 
on  a  number  of  occasions  if  we  could 
not  provide  additional  financial  assist- 
ance to  the  Philippines  in  the  fiscal 
year  1987  appropriations  bill.  I  tried  to 
explain  to  people  that  because  of  the 
requirements  of  Gramm-Rudman  and 
the  limitations  placed  on  us  by  the 
Budget  Act  pursuant  to  Gramm- 
Rudman  changes  which  were  enacted 
last  year,  that  we  simply  did  not  have 
any  room  in  the  budget  for  fiscal  year 
1987  to  provide  some  additional  assist- 
ance to  the  Philippines  and  that  I 
could  not  support  additional  assistance 
if  it  did  not  come  from  some  other 
place. 

I  was  then  asked  why  not  support 
putting  in  the  continuing  resolution 
additional  financial  assistance  for  the 
Philippines  for  fiscal  year  1986?  The 
problem  with  that  would  have  been 
that  in  my  judgment  the  continuing 
resolution  is  probably  not  going  to 
become  law  before  the  expiration  of 
this  fiscal  year.  Ideally  it  ought  to.  but 
if  we  follow  our  past  track  record  we 
will  probably  get  that  continuing  reso- 
lution to  the  President,  at  best,  on 
midnight  the  day  before  the  fiscal 
year  expires,  and  I  suspect  it  will  have 
a  lag  of  a  day  or  so. 

That  would  mean  that,  if  moneys 
were  expended  under  that  continuing 
resolution,  they  would  be  scorekeeped 
by  CBO  as  actually  having  occurred  in 
fiscal  year  1987,  and  that  would  mean 
that  we  would  breach  the  Gramm- 
Rudman  ceiling  for  fiscal  year  1987. 

So  at  the  suggestion  of  a  number  of 
parties,  what  we  are  trying  to  do  on  a 
bipartisan  basis  is  to  respond  to  the 
moving  and  eloquent  statement  that 
Mrs.  Aquino  made  this  morning  in  a 
way  which  does  not  damage  the  com- 
mitment that  I  strenuously  feel  to 
abide  by  the  budget  ceilings  for  fiscal 
year  1987. 

As  you  know,  there  is  a  different  set 
of  rules  which  applies  as  far  as 
Gramm-Rudman  is  concerned  for 
fiscal  year  1986.  The  technical  ceiling 
for  that  year  has  already  been 
breached,  it  has  been  breached  a  long 
time  ago.  So  we  really  do  not  face  that 
specific  problem. 

So  what  we  are  doing  here  today  is 
bringing  an  emergency  supplemental 
up  which  provides  $200  million  in 
fiscal  year  1986  economic  support 
funds  for  the  Philippines.  This  resolu- 
tion provides  that  funds  must  be  obli- 
gated and  expended  in  this  fiscal  year 
so  that  it  would  not  affect  Gramm- 
Rudman  ceilings  for  1987. 


This  will  provide  immediate  assist- 
ance to  the  Philippines  to  help  meet 
their  debt  repayment  problems.  It  will 
be  provided  by  way  of  direct  budget 
support.  It  follows  the  authorization 
bill  that  passed  the  House  on  August 
11. 

At  that  time  you  may  remember 
that  I  indicated  on  the  floor  that, 
while  I  would  support  the  authoriza- 
tion bill,  I  could  not  guarantee  under 
the  processes  then  being  contemplated 
that  we  could  actually  provide  the  as- 
sistance to  the  Philippines. 

This  is  the  only  way  that  I  know  of 
that  we  can  provide  additional  assist- 
ance which  I  deeply  believe  is  in  the 
national  interest,  our  national  inter- 
est, in  a  manner  which  will  actually 
get  to  them. 

I  believe  that  any  other  process 
would  simply  hold  out  a  false  promise 
when  in  fact  we  probably  could  not  de- 
liver because  of  procedural  impedi- 
ments which  lie  in  the  way. 

I  would  like  to  make  one  other  point. 
I  do  not  believe  that  this  additional  as- 
sistance will  do  anything  except  assist 
the  Aquino  government  on  the  mar- 
gins. That  is  all  it  will  do.  I  think  we 
have  to  face  the  fact— and  here  the 
gentleman  from  Ne*  York  [Mr.  Kemp] 
and  I  are  in  significant  although  not 
total  agreement— I  think  we  have  to 
face  the  fact  that  whether  we  are  talk- 
ing about  the  Philippines  or  whether 
we  are  talking  about  Latin  America, 
that  it  makes  no  sense  to  be  following 
policies  which  require  these  countries 
to  repay  to  American  and  other  banks 
all  or  most  of  the  assistance  which 
they  get  in  foreign  aid  simply  to  repay 
past  loans.  And  I  would  suggest,  there- 
fore, that  until  we  actually  establish 
as  national  policy  and  until  we  can  get 
greater  cooperation  from  the  IMF  in 
changing  the  manner  in  which  we  and 
they  are  trying  to  bring  austerity  to 
these  areas,  until  we  can  manage  to 
fine  tune  that  program  in  a  better  way 
than  we  are  doing  it  today,  we  will  not 
really  address  the  central  economic 
problem,  and  therefore,  we  will  not 
really  address  the  central  social  prob- 
lem that  any  of  those  countries  face. 

All  we  will  be  doing  is  to  be  dealing 
on  the  margins  as  best  we  can  with  the 
limited  tools  available.  I  think  that  is 
what  we  ought  to  do  today. 

Mr.  FASCELL.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  OBEY.  I  yield  to  the  gentleman 
from  Florida  [Mr.  Fascell],  the  chair- 
man of  the  Committee  on  Foreign  Af- 
fairs. 

Mr.  FASCELL.  I  thank  the  gentle- 
man for  yielding. 

Mr.  Speaker,  I  simply  want  to  associ- 
ate myself  with  the  remarks  of  the 
gentleman  from  Wisconsin  in  toto.  in 
pointing  out  the  entire  problem  as  it 
relates  to  this  specific  request. 

I  also  wanted  to  express  the  appre- 
ciation of  the  Committee  on  Foreign 
Affairs  for  the  cooperation  that  we  got 


September  18,  1986 


from  the  chairman  of  the  Committee 
on  Appropriations,  from  the  distin- 
guished gentleman  from  Wisconsin, 
the  chairman  of  the  subcommittee, 
and  from  the  ranking  member,  Mr. 
Kemp,  and  Mr.  Conte,  who  is  the  rank- 
ing member,  the  leadership  on  both 
sides  for  proceeding  in  this  fashion. 

I  want  to  emphasize  again  it  is  the 
only  way  that  we  can  get  the  funds  if 
they  are  going  to  do  any  good  in  this 
fiscal  year  because  there  is  no  way  to 
get  them  in  1987.  This  is  really  an 
urgent  matter. 

I  agree  with  the  gentleman  that  it  is 
in  our  national  interest,  and  I  hope  we 
will  get  an  overwhelming  vote  of  sup- 
port on  this  bill. 

The  SPEAKER  pro  tempore.  The 
time  of  the  gentleman  from  Wisconsin 
[Mr.  Obey]  has  expired. 

The  Chair  recognizes  the  gentleman 
from  New  York  [Mr.  Kemp]. 

Mr.  KEMP.  Mr.  Speaker.  I  appreci- 
ate again  my  friend  from  New  York's 
extraordinary  courtesy  in  allowing  us 
to  bring  to  the  floor  this  historic  op- 
portunity to  send  a  signal  that  this 
House,  which  Mrs.  Aquino  called  the 
home  of  democracy— my  colleagues, 
when  she  gave  that  speech  she  said 
she  was  here  in  the  home  of  democra- 
cy. In  my  view  what  we  are  doing 
today  is  sending  a  very  strong  signal 
not  only  to  her  but  to  her  fledgling 
democratic  government  that  we  are 
partners  in  the  promotion  of  demo- 
cratic governments  around  the  world. 
I  would  suggest  on  a  bipartisan  basis 
we  do  all  we  can  to  quickly  respond  to 
the  very  urgent  appeal  that  she  made 
for  support  from  the  United  States  of 
America. 

Again  I  want  to  thank  my  col- 
leagues. 

Today  would  give  us  a  memorable 
moment,  that  is  she  gave  us  a  memora- 
ble moment  when  she  came  before  us 
and  suggested  the  type  of  plans  that 
she  has  for  the  Philippines.  She  once 
again  reiterated  her  friendship  for  the 
United  States  of  America. 

Let  me  tell  you  we  have  a  big  stake 
in  the  freedom  and  the  independence 
and  the  democratic  progress  of  the 
Philippines.  My  friend  from  New 
York.  Mr.  Solarz.  has  made  it  very 
clear,  and  those  of  us  on  this  side  of 
the  aisle  have  made  it  very  clear  that 
there  is  no  substitute,  there  is  none  in 
the  western  Pacific,  no  substitute  in 
the  western  Pacific  for  the  Philip- 
pines. We  need  them.  They  obviously 
need  us.  We  have  made  great  progress 
and  certainly  her  speech  today  was  a 
testimony  to  the  inspiration  of  this 
system  that  we  call  democracy  in 
America,  to  her  government.  She 
talked  about  common  ideals.  Now,  I 
have  discussed  this,  I  want  to  say  to 
my  friends  on  the  Republican  side  of 
the  aisle,  with  Mr.  Lott,  who  is  going 
to  support  it.  Mr.  Broomfield.  our 
ranking  member  on  the  Comriittee  on 
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Foreign  Affairs,  Mr.  Conte,  my  leader 
on  the  Committee  on  Appropriations 
and  my  good  friend,  we  have  discussed 
this  in  the  Democratic  Party  leader- 
ship. So  I  would  hope  that  there 
would  be  unanimity,  if  not  unanimity 
at  least  some  unity  today  on  passing 
this  urgent  supplemental  and  help 
Mrs.  Aquino  deal  with  those  funda- 
mental economic  problems  that  are 
causing,  in  large  part,  this  insurgency. 

While  I  am  on  the  subject  of  insur- 
gency, let  me  make  one  last  footnote: 
let  me  say  to  my  conservative  friends 
we  spent  money  yesterday  to  help  an 
anti-Communist  movement  in  south- 
em  Africa,  in  Angola;  we  spent  $100 
million,  over  time,  to  our  anti-Commu- 
nist friends  in  Nicaragua,  Central 
America;  we  supported  Afghanistan,  as 
well  we  should.  Here  we  have  a  legiti- 
mate government,  a  legitimate  anti- 
Communist,  pro-Western  government 
that  is  making  economic  reforms  with 
an  eye  toward  free  enterprise  and 
strong  resistance  to  the  spread  of  com- 
munism in  the  southern,  western  Pa- 
cific. 

I  would  suggest  this  would  be  a 
highly  important  effort  that  we  are 
making  on  behalf  of  freedom  and  de- 
mocracy around  the  world. 

Mr.  Speaker,  I  yield  such  time  as  he 
may  consume  to  the  gentleman  from 
Michigan  [Mr.  Broomfield],  the  rank- 
ing minority  member  of  the  Commit- 
tee on  Foreign  Affairs. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
Michigan  [Mr.  Broomfield]  is  recog- 
nized for  such  time  as  he  may  con- 
sume. 

There  was  no  objection. 

D  1350 

Mr.  BROOMFIELD.  Mr.  Speaker,  I 
do  want  to  join  the  gentleman  from 
New  York  [Mr.  Kemp],  and  also  com- 
pliment the  gentleman  from  Wiscon- 
sin [Mr.  Obey],  and  all  the  others,  Mr. 
Fascell,  Mr.  SoLARZ,  Mr.  Leach  of 
Iowa,  and  Mr.  Conte. 

This  is  extremely  important.  I  think 
anyone  who  had  the  privilege  of  sit- 
ting here  today  and  listening  to  Mrs. 
Aquino  understands  the  importance  of 
this  particular  bill  before  us. 

Mr.  Speaker,  I  urge  the  passage  of 
this  particular  measure. 

Mr.  KEMP.  Mr.  Speaker,  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  New  York  [Mr.  Solo- 
mon]. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Without  objection, 
the  gentleman  from  New  York  [Mr. 
Solomon]  is  recognized  for  such  time 
as  he  may  consume. 

There  was  no  objection. 

Mr.  SOLOMON.  Mr.  Speaker,  I  will 
be  brief. 


Mr.  Speaker,  I  did  not  object  to  this 
matter  being  brought  on  the  floor,  al- 
though I  should  because  it  cannot 
even  be  amended. 

But  let  me  just  say  this.  There  is 
nobody  who  respects  and  admires  and 
loves  the  Filipino  people  more  than 
this  gentleman  right  here,  and  I  would 
do  anything  in  my  power  to  help  them 
become  a  shining  light  of  the  free 
world. 

But  let  me  tell  you  what  we  are 
doing.  We  met  privately  with  Mrs. 
Aquino  in  the  Foreign  Affairs  room 
not  more  than  an  hour  ago,  and  many 
serious  questions  were  posed  to  Mrs. 
Aquino.  I  do  not  know  if  we  should 
even  be  discussing  them  here  in  this 
open  meeting  at  this  particular  time. 

But  let  me  just  say  this.  We  have 
need  right  now  in  repairs  and  mainte- 
nance to  Subic  Bay  and  Clark  Air 
Force  Base  in  the  Philippines  of  more 
than  $1  billion.  We  need  to  start  that 
repair  and  maintenance  yesterday,  not 
tomorrow,  not  next  year  or  the  year 
after. 

When  the  question  was  posed  to 
Mrs.  Aquino,  who  I  have  a  deep  re- 
spect for  and  who  built  up  my  own 
confidence  in  her  when  she  spoke 
today,  we  asked  her  if  she  could 
commit  her  own  personal  feelings  to 
renewing  those  base  agreements  of  the 
Philippines.  She  said  in  answer,  very 
sincerely,  that  she  would  start  the  ne- 
gotiations in  1988. 

Ladies  and  gentlemen,  if  we  have  to 
replace  Clark  Air  Force  Base  and 
Subic  Bay  by  moving  it  to  Guam  or 
some  other  place  at  some  future  time, 
we  have  to  start  that  yesterday.  That 
is  a  $6  billion  expenditure.  How  can  we 
sit  here  and  commit  another  $200  mil- 
lion on  top  of  the  $500  million,  half  a 
billion  dollars,  that  we  have  already 
given  the  Philippines  this  year  alone, 
how  can  we  do  that  when  we  do  not 
even  have  that  money,  and  without 
any  kind  of  a  personal  commitment 
that,  yes,  she  will  support  those  bases, 
and  it  is  only  a  question  of  how  much 
they  will  charge? 

Mr.  Speaker,  I  yield  such  time  as  he 
may  consume  to  the  gentleman  from 
Georgia  [Mr.  Ray],  who  is  on  the 
Armed  Services  Committee  and  can 
speak  to  this  matter. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
Georgia  [Mr.  Ray]  is  recognized  for 
such  time  as  he  may  consume. 

There  was  no  objection. 

Mr.  RAY.  Mr.  Speaker,  I  just  want 
to  commend  the  gentleman  for  those 
fine  remarks.  I  posed  that  question  to 
Mrs.  Aquino,  and  we  do  support  her 
and  wish  her  well.  I  am  going  to  sup- 
port this  aid  today. 

But  I  will  tell  you  that  the  Armed 
Services  Committee  has  taken  out  this 
year  $72  million  of  the  military  con- 
struction budget  simply  because  of  the 
imcertainty  of  sending  those  dollars  to 
an  area  where  we  will  not  be.  We  do 


need  to  spend  $1  billion  there  in  the 
next  5  years. 

I  asked  Mrs.  Aquino,  as  the  gentle- 
man has  so  well  pointed  out,  that  she 
needs  to  send  us  a  signal  to  give  us 
some  idea  if  we  are  going  to  be  able  to 
stay  there  and  to  maintain  those 
bases. 

So  I  ommend  the  gentleman  for 
bringing  that  up.  I  do  think  that  we 
need  to  not  be  jerked  around  in  this 
particular  area.  We  need  those  bases. 
But  if  we  are  not  going  to  be  able  to 
move  forward  with  some  certainty, 
then  we  need  to  know  if  we  are  going 
to  be  moving  at  least  6,000  jobs  to 
Guam  sometime  in  the  next  3  years. 

Mr.  BROOMFIELD.  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  SOLOMON.  I  yield  to  the  distin- 
guished ranking  member  of  the  com- 
mittee. 

Mr.  BROOMFIELD.  Mr.  Speaker,  as 
long  as  we  are  discussing  this  issue,  it 
ought  to  he  made  very  plain  that  Mrs. 
Aquino  did  not  give  any  indication  one 
way  or  another,  but  said  that  as  long 
as  the  bases  contract  right  now  goes  to 
1989.  she  thought  1988  was  a  reasona-' 
ble  time  to  make  that  decision  and  she 
wanted  time  to  give  some  thought  to 
it. 

Mr.  SOLOMON.  Mr.  Speaker,  I  am 
not  going  to  use  up  all  of  the  time,  be- 
cause I  know  there  are  other  people 
who  want  to  speak. 

But  let  me  just  say  this.  This  is  zx\ 
urgent  supplemental  that  is  brought 
before  us  with  less  than  2  weeks  to  go 
before  the  end  of  the  fiscal  year. 
There  is  no  way  that  this  money  can 
even  be  appropriated  and  handed  over 
to  the  Philippines  and  spent  during 
this  2-week  period.  If  we  are  going  to 
enact  this  today,  then  we  are  going  to 
be  coming  right  back  here  in  2  weeks 
asking  for  the  same  thing  all  over 
again.  That  is  the  reason  to  rush  it 
through  today.  It  is  not  going  to  work. 
We  are  wasting  this  money,  and  we 
should  be  using  this  as  a  bargaining 
chip  on  a  very  friendly  basis  for  set- 
ting up  the  renegotiation  of  our  bases 
and  getting  that  commitment  now  on 
behalf  of  the  free  world. 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mr.  OBEY.  Mr.  Speaker,  I  yield  7 
minutes  to  the  gentleman  from  New 
York  [Mr.  Solarz]. 

The  SPEAKER  pro  tempore.  With- 
out objectini,,  the  gentleman  from 
New  York  [Mr.  Solarz]  is  recognized 
for  7  minutes. 

There  was  no  objection. 

Mr.  SOLARZ.  Mr.  Speaker,  I  thank 
the  gentleman  for  yielding  this  time  to 
me. 

Mr.  Speaker,  in  a  way,  the  very  fact 
that  this  bill  is  now  before  us  is  almost 
as  miraculous  as  the  peaceful  demo- 
cratic revolution  which  took  place  in 
the  Philippines  several  months  ago. 
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I  want  to  pay  very  special  tribute  to 
the  leadership  on  both  sides  of  the 
aisle,  the  Speaker,  the  majority  leader 
and  the  whip,  the  minority  leader  and 
the  minority  whip,  for  their  willing- 
ness to  facilitate  the  consideration  of 
this  legislation  under  a  unanimous- 
consent  procedure. 

I  also  want  to  pay  tribute  to  our  ex- 
traordinarily distinguished  chairman 
of  the  Appropriations  Committee,  who 
fought  with  Douglas  MacArthur  in 
the  Philippines,  and  who,  as  a  result 
of  the  adoption  of  this  legislation,  will 
rank  second  in  the  hearts  of  the  Filipi- 
no only  behind  General  MacArthur. 

I  want  to  pay  special  tribute  to  the 
chairman  of  the  Subcommittee  on 
Foreign  Operations  of  the  Appropria- 
tions Committee,  the  gentleman  from 
Wisconsin,  who  had  the  idea  to  strike 
while  the  iron  was  hot  and  who  was 
the  one  who  advanced  the  suggestion 
in  the  wake  of  President  Aquino's 
speech  that  we  bring  up  this  bill  today 
if  we  could  get  unanimous  consent  to 
do  so. 

I  want  to  pay  tribute  to  my  very, 
very  dear  friend  from  New  York  [Mr. 
Ke3if]  who,  over  the  course  of  the  last 
several  months,  has  worked  assiduous- 
ly to  cultivate  support  in  the  Appro- 
priations Committee  and  among  all  of 
our  colleagues  for  the  adoption  of  this 
supplemental  appropriation,  because 
he  understood  in  a  way  more  than 
almost  anyone  else  how  much  the 
adoption  of  this  legislation  would  ad- 
vance America's  national  interests. 

I  want  to  pay  tribute  to  the  gentle- 
man from  Michigan,  the  distinguished 
ranking  minority  member  of  the  For- 
eign Affairs  Committee  [Mr.  Broom- 
field],  who  has  been  with  us  all  the 
way  and  whose  support  has  been  so 
helpful. 

I  would  be  remiss  if  I  did  not  point 
out  the  essential  role  played  by  the 
ranking  minority  member  on  the 
Asian  and  Pacific  Affairs  Subcommit- 
tee, the  gentleman  from  Iowa  [Mr. 
Leach],  whose  support  for  this  supple- 
mental helped  to  ensure  a  bipartisan 
majority  in  favor  of  the  authorizing 
legislation. 

And  last  but  not  least,  and  I  do  not 
want  to  leave  out  too  many  of  our  col- 
leagues, my  dear,  dear  friend,  the 
chairman  of  the  Foreign  Affairs  Com- 
mittee [Mr.  Fascell],  whose  willing- 
ness to  take  the  ball  and  run  with  it 
this  afternoon  to  get  the  support  of  all 
the  relevant  factors,  has  made  it  possi- 
ble. 

Let  me  also  say  a  word  about  my 
other  good  friend  from  New  York  [Mr. 
Solomon],  who  opposes  this  legisla- 
tion and  who  will  probably  vote 
against  it.  I  want  to  thank  the  gentle- 
man for  at  least  letting  us  consider  it. 
We  worked  together  long  and  hard  on 
the  Philippines  over  the  last  several 
months.  We  have  not  always  agreed  on 
how  to  deal  with  the  problems  that 
face  us  in  that  part  of  the  world  but. 


without  exception,  the  gentleman  has 
invariably  accommodated  the  concerns 
of  the  majority  and  has  permitted  the 
process  to  go  forward  without  ob- 
structing it  in  ways  which  he  would 
have  been  perfectly  free  to  do.  For 
that  I  am  very  grateful. 

Now  let  me  just  say  a  word  or  two 
about  the  substance  of  this  bill.  This 
may  well  be  one  of  the  most  signifi- 
cant votes  we  cast  in  this  session.  We 
have  an  opportunity  this  afternoon  to 
send  a  message  to  the  people  of  the 
Philippines  that  we  support  democra- 
cy. The  heady  work  of  deposing  a  dic- 
tatorship is  behind  us,  but  the  hard 
work  of  sustaining  democracy  has  just 
begun. 

Let  me  tell  you  that  Corazon  Aquino 
may  well  be  the  last  best  hope  for  de- 
mocracy in  the  Philippines.  If  she 
fails,  the  Communists  stand  poised, 
ready,  willing  and  able  to  take  over. 
And  if  they  do  so,  it  will  be  a  political 
tragedy  for  the  people  of  the  Philip- 
pines and  a  strategic  disaster  for  us.  It 
is  in  our  fundamental  national  interest 
to  strengthen  the  hand  of  this  coura- 
geous woman  who  came  before  us  ear- 
lier today. 

Let  me  tell  you,  my  friends,  the 
single  most  important  factor  in  deter- 
mining the  success  or  failure  of  democ- 
racy in  the  Philippines  will  be  the  abil- 
ity of  the  new  Government  to  revive 
the  declining  economy  of  that  country 
which  was  ravaged  by  a  decade  of 
crony  capitalism  and  corruption.  Our 
willingness  to  provide  these  additional 
funds  at  this  time  will  constitute  a  re- 
sounding vote  of  confidence  on  the 
part  of  the  Congress  and  of  the  Ameri- 
can people  in  the  ability  of  the  new 
Government  of  the  Philippines  to  cope 
with  those  problems,  and  substantive- 
ly the  aid  will  be  important  as  well. 

Let  me  say  to  my  friend  from  New 
York  this  is  coming  in  the  form  of 
budgetary  assistance.  If  it  passes  the 
House  today,  I  think  the  support  is 
there  to  get  it  through  the  Senate  as 
well,  and  all  we  have  to  do  then  is 
write  the  check  for  $200  million  to  the 
Government  of  the  Philippines  before 
the  fiscal  year  is  over.  It  is  technically 
feasible. 

Some  of  our  colleagues  express  some 
concern  about  the  bases.  Those  bases 
are.  of  course,  important.  They  are  the 
most  important  military  facilities  we 
have  in  the  world  anywhere  outside 
the  continental  United  States. 

D  1400 

But  we  all  understand  that  Mrs. 
Aquino  faces  a  very  delicate  political 
situation  and  problem  at  the  present 
time.  Let  me  say  that  if  we  want  to 
make  sure  that  we  stay  in  those  facili- 
ties and  that  we  can  continue  to  utilize 
them,  the  single  most  significant  thing 
we  could  do  would  be  to  approve  this 
legislation  today.  The  good  will  it  will 
generate  in  the  Philippines  will  great- 
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ly  facilitate  a  successful  conclusion  of 
the  negotiations. 

Let  me  say  I  heard  what  President 
Aquino  said  to  our  committee.  Some- 
times you  can  accomplish  more  with  a 
wink  than  a  handshake.  I  heard  her 
say  that  she  will  be  looking  to  con- 
clude these  negotiations  in  a  way 
which  is  compatible  with  the  interests 
of  both  our  countries,  and  that  was 
enough  for  me,  and  I  think  it  is 
enough  for  most  of  our  colleagues  at 
the  present  time. 

Mr.  KEMP.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  SOLARZ.  I  yield  to  the  gentle- 
man from  New  York. 

Mr.  KEMP.  I  thank  the  gentleman 
for  yielding. 

Mr.  Speaker,  I  just  want  to  associate 
myself  with  the  understanding  that 
the  gentleman  received  from  his  dis- 
cussions with  Mrs.  Aquino.  I  received 
the  same  impression,  and  I  heartily  as- 
sociate myself  with  his  outstanding  re- 
marks. 

Mr.  SOLOMON.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  SOLARZ.  I  yield  to  the  gentle- 
man from  New  York. 

Mr.  SOLOMON.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Speaker,  I  really  am  glad  the 
gentleman  brought  it  up.  I  know  he  is 
sincere,  but  the  time  may  come  when 
you  and  I  may  have  to  go  back  to  the 
Philippines  on  behalf  of  whoever  the 
President  of  the  United  States  is  at 
that  time  and  remind  everyone  of  that 
situation. 

Mr.  SOLARZ.  I  will  be  happy  to  go 
with  you.  Let  me  say  that  sincerely. 

Mr.  Speaker,  I  just  want  to  say  in 
conclusion  when  President  Aquino  fin- 
ished her  stirring  address  this  morn- 
ing, the  distinguished  majority  leader 
of  the  other  body  said  to  her.  "Madam 
President,  you  hit  a  home  run."  With- 
out missing  a  step.  President  Aquino 
responded,  "I  hope  the  bases  were 
loaded." 

Let  me  tell  you,  Cory,  in  the  ninth 
inning  of  the  seventh  game  of  the 
World  Series  you  hit  a  grand  slam. 

Mr.  SOLOMON.  Mr.  Speaker.  I  yield 
1  minute  to  the  gentleman  from  Mas- 
sachusetts [Mr.  Conte]. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
Massachusetts  is  recognized  for  1 
minute. 

Mr.  CONTE.  I  thank  the  gentleman 
for  yielding  me  this  time. 

Mr.  Speaker,  I  rise  in  strong  support 
for  this  urgent  supplemental  appro- 
priation of  $200  million  in  economic 
assistance  for  the  Philippines. 

By  making  this  timely  response  to  a 
most  moving  and  convincing  appeal  to 
the  joint  session  this  morning  by 
President  Corazon  Aquino,  Congress 
and  the  people  of  the  United  States 
are  sending  a  material  signal  of  sup- 
port for  the  democratic  process  and 
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freedom  in  the  Philippines.  We  are 
sending  that  signal  to  all  parties,  both 
in  and  out  of  that  country. 

Freedom  and  democracy  deserve  and 
need  monetary  support  at  this  time. 
The  Philippines  are  presently  bur- 
dened with  an  external  debt  of  $26  bil- 
lion. They  are  fighting  an  insurgency. 
They  are  trying  to  correct  years  of 
graft  and  neglect. 

The  United  States  has  recently  pro- 
vided $300  million  in  economic  support 
funds,  but  this  additional  assistance  is 
needed  now.  The  House  passed  the  au- 
thorization bill  for  this  $200  million  on 
August  7,  and  the  specific  amendment 
for  the  Philippines  passed  by  a  vote  of 
320  to  76. 

I  trust  that  this  appropriation  will 
pass  by  at  least  as  large  a  margin. 

Mr.  OBEY.  Mr.  Speaker,  I  yield 
myself  4  minutes. 

Mr.  Speaker,  I  would  just  like  to  ask 
the  chairman  of  the  Budget  Commit- 
tee one  question.  I  think  it  is  impor- 
tant that  the  membership  understand 
what  the  implications  of  this  legisla- 
tion would  be  for  the  fiscal  1987 
Gramm-Rudman  situation  in  which 
we  find  ourselves. 

It  is  my  understanding  that  the  way 
this  measure  is  drafted,  there  is  in  fact 
no  problem  in  terms  of  Gramm- 
Rudman  limitations  for  fiscal  1987. 

I  yield  to  the  gentleman  from  Penn- 
sylvania [Mr.  Gray]  for  his  response. 

Mr.  GRAY  of  Pennsylvania.  I  would 
say  to  the  gentleman  from  Wisconsin 
and  chairman  of  the  Foreign  Oper- 
ations Committee  that  he  is  correct. 

If  the  House  decides  to  pass  this  leg- 
islation and  if  the  President  signs  it 
into  law,  it  will  not  affect  1987  deficit 
targets  and  therefore  will  not  be  added 
to  the  goal  that  must  be  met  in  order 
to  comply  with  Gramm-Rudman,  the 
threshold  of  144  to  154. 

Mr.  OBEY.  The  second  question  I 
would  ask  is  this:  Does  this  run  into 
any  Gramm-Rudman  impediment  for 
fiscal  J  986?  I  have  been  assuring  them 
that  it  does  not  because  there  was  a 
different  set  of  ground  rules  estab- 
lished for  the  first  year  of  Gramm- 
Rudman. 

I  yield  to  the  gentleman  for  his  re- 
sponse. 

Mr.  GRAY  of  Pennsylvania.  Under 
the  present  Budget  Act  which  incorpo- 
rates the  Gramm-Rudman  law  of  1985, 
there  is  a  cap  for  total  aggregate  defi- 
cit for  1987.  There  is  no  such  cap  for 
1986.  If  this  bill  were  debated  and 
passed  and  signed  into  law,  it  would 
not  affect  1987.  The  impact  would  be 
on  1986. 

Mr.  KLECZKA.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  OBEY.  I  yield  to  the  gentleman 
from  Wisconsin. 

Mr.  KLECZKA.  I  thank  the  gentle- 
man for  yielding. 

Mr.  Speaker,  I  think  I  understand 
how  this  expenditure  of  $200  million 
will  have  no  effect  on  1987.  But  I  was 


under  the  impression  that  we  are  rim- 
ning  a  deficit  for  ld86  also,  and  regard- 
less of  what  the  effect  is  on  Gramm- 
Rudman,  does  this  appropriation  in- 
crease the  deficit  for  1986? 

Mr.  OBEY.  I  do  not  think  there  is 
any  question  that  it  would  increase 
the  deficit  for  1986.  The  judgment  you 
have  to  make  is  whether  in  a  trillion- 
dollar  economy  it  is  a  more  important 
consideration  for  us  to  be  concerned 
about  a  decimal  point  change  in  the 
deficit  situation  or  the  shoring  up  of 
our  national  interests  by  assisting  the 
Aquino  government  to  get  through 
some  very  difficult  days  in  its  first 
year  in  office. 

Mr.  KLECZKA.  If  the  gentleman 
will  continue  to  yield,  with  that  being 
said,  nevertheless  I  think  the  1987 
fiscal  year  is  upon  us.  If  in  fact  these 
dollars  are  so  direly  needed,  which  I 
probably  admit  they  are,  I  think  we 
should  have  the  wherewithal  to  look 
in  that  1987  either  foreign  aid  appro- 
priation or  other  appropriations 
around  here  and  cut  back  sufficiently 
to  make  up  those  additional  $200  mil- 
lion. 

I  agree  with  the  bulk  of  the  speakers 
today.  The  speech  we  heard  this  morn- 
ing by  President  Aquino  was  very  stir- 
ring, but  the  sad  part  this  afternoon  is 
that  we  are  legislating  with  our  heart 
instead  of  our  head. 

The  gentleman  from  New  York  indi- 
cates that  on  the  way  out  of  town  if 
this  resolution  is  expedited  she  could 
possibly  pick  up  the  check  and  leave. 
My  question  is:  Will  we  have  time  to 
go  to  the  bank  and  borrow  the  money 
first? 

I  hate  to  slow  down  a  stampede,  my 
fellow  Members,  but  clearly  this  adds 
to  the  deficit.  If  in  fact  it  is  needed, 
which  I  agree  it  is,  let  us  look  for  it  in 
the  1987  dollars.  Clearly,  to  increase 
the  deficit  today  when  I  have  to  say 
"no"  to  my  cities  and  towns  and  coun- 
ties through  shared  revenue  is  not  the 
way  to  legislate. 

Let  us  legislate  with  our  heads,  not 
our  hearts. 

Mr.  OBEY.  Mr.  Speaker,  I  do  not 
think  I  need  to  apologize  to  anyone  in 
this  body  in  terms  of  my  insistence 
that  we  scale  back  foreign  assistance 
requests  in  the  coming  year  rather 
than  having  to  take  it  out  of  farmers 
and  take  it  out  of  cancer  research  and 
take  it  out  of  student  aid. 

I  have  made  the  largest  percentage 
cuts  in  the  administration  requests  of 
any  appropriations  subcommittee 
chairman.  We  have  cut  that  budget  to 
the  extreme  and  as  a  result  OMB  is  in- 
dicating that  they  will  veto  the  bill  as 
it  now  stands.  For  the  first  time  in  his- 
tory they  are  saying  they  are  going  to 
veto  the  bill  because  it  does  not  spend 
enough  money.  So  with  all  due  respect 
to  the  gentleman  from  Wisconsin,  I 
think  this  gentleman  has  indicated 
clearly  his  intent  to  see  to  it  that  we 
follow  fiscal  stringency  in  1987.  Not 


one  dime  is  going  to  come  out  of  reve- 
nue sharing  because  of  this  action 
today.  Not  one  dime  is  going  to  come 
out  of  education.  Not  one  dime  is 
going  to  come  out  of  domestic  expend- 
itures. It  is  correct  that  the  deficit  for 
fiscal  1986  will  be  increased.  That  is  a 
judgment  that  every  Member  is  enti- 
tled to  make  for  himself,  but  it  is  not 
correct  to  suggest  that  revenue  shar- 
ing is  endangered  because  of  this  act 
or  any  other  domestic  expenditure  in 
fiscal  1987.  That  is  simply  not  the  fact. 

Mr.  SOLOMON.  Mr.  Speaker,  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  Iowa  [Mr.  Leach]. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
Iowa  is  recognized  for  such  time  as  he 
may  consume. 

Mr.  LEACH  of  Iowa.  I  thank  the 
gentleman  for  yielding  time  to  me. 

Mr.  Speaker,  President  Aquino  and  the 
people  of  the  Philippines  have  inscribed  a  new 
chapter  in  the  history  of  nonviolent  political 
change. 

The  myth  that  developing  countnes  have 
less  of  an  interest  and  less  of  a  stake  in  the 
democratic  process  than  mature  Western  de- 
mocracies was  punctured  this  year  in  the  Phil- 
ippines. The  courage  demonstrated  by  the 
Philippine  people  demands  our  attention  and 
commands  our  respect. 

For  citizens  to  stand  up  and  vote  for  a  can- 
didate whose  only  weapon  was  her  convic- 
tions and  then  sit  down  before  the  tanks  of 
the  certified  winner  whose  only  claim  to  legiti- 
macy was  his  control  of  the  vote  count  may 
be  unprecedented  in  human  history. 

Hitherto  armies  have  been  designed  to  pro- 
tect people,  not  vice  versa.  But  when  Filipinos 
of  all  ages  responded  to  the  request  of  the 
church-controlled  radio  station  to  become  a 
human  dike  between  the  elite  palace  guard 
and  elements  of  the  professional  military  who 
questioned  the  integrity  of  the  election  proc- 
ess, Stalin's  sneering  query  as  to  how  many 
divisions  the  Pope  controlled  was  definitively 
answered;  more  than  any  autocrat. 

For  the  moment  at  least,  the  widow  of  the 
martyred  hero  Benigno  Aquino  stands  tall  as  a 
modern  day  Joan  of  Arc. 

President  Marcos  found  that  it  was  simply 
impossible  to  loot  a  people  and  at  the  same 
time  advance  their  welfare. 

The  economic  and  political  infrastructure  of 
the  Philippines  collapsed  t)ecause  the  moral 
fiber  of  the  leadership  of  the  country  itself  col- 
lapsed. Corruption  bred  cynicism  and  the  at- 
tendant poverty  of  opportunity  for  the  masses 
bred  an  irrepressible  demand  for  change. 

In  his  wanton  theft  of  the  financial  re- 
sources of  his  people,  Ferdinand  Marcos  lost 
the  moral  capacity  to  govern.  In  his  theft  of 
the  ballot  box,  he  lost  all  stamp  of  legitimacy. 
Marcos'  house  of  illegitimate  wealth  and 
power,  therefore,  had  to  fall  and  the  United 
States  had  no  responsible  option  except  to 
recognize  the  legitimacy  of  Cory  Aquino's  as- 
sertion of  authonty  and  support  the  fledging 
democracy  being  reestablished  in  the  Philip- 
pines. 

Now  that  the  politics  of  the  Philippines 
appear  to  have  been  righted,  the  bigger  chal- 
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lenge  of  righting  the  economy  and  dealing 
with  the  Communist  insurgency  lies  ahead.  To 
change  the  Government  has  taken  great  cour- 
age; to  turn  the  economy  around  and  address 
the  insurgency  will  take  great  perseverance. 
The  world  community  has  a  responsibility  to 
help  an  extraordinary  people  address  an  ex- 
traordinary problem.  This  resolution  deserves 
our  support. 

Mr.  SOLOMON.  Mr.  Speaker.  I  yield 
2  minutes  to  the  gentleman  from  New 
York  [Mr.  Oilman]. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
New  York  is  recognized  for  2  minutes. 

There  was  no  objection. 

a  1410 

Mr.  OILMAN.  Mr.  Speaker,  I  am 
pleased  to  rise  in  strong  support  of 
this  supplemental  appropriation  for 
emergency  assistance  to  the  Govern- 
ment of  the  Philippines  for  fiscal  year 
1986  in  order  to  provide  some  $200  mil- 
lion in  immediate  assistance  to  that 
Government. 

In  her  moving  appearance  before 
today's  joint  session  of  Congress,  Cora- 
zon  Aquino,  the  President  of  the  Phil- 
ippines, eloquently  reminded  us  that 
we  have  "spent  many  lives  and  much 
treasure  to  bring  freedom  to  many 
lands  that  were  reluctant  to  receive  it. 
Here  we  have  a  people  who  want  it  by 
themselves  and  need  only  help  to  pre- 
serve it." 

Mr.  Speaker,  I  urge  my  colleagues  to 
respond,  with  wholehearted  support, 
to  Cory  Aquino's  invitation  to  join 
with  the  Philippine  people  as  they 
build  their  new  democracy.  Let  us  be 
generous  in  our  efforts  in  helping 
them  to  become  another  beacon  of 
freedom  throughout  the  world. 

Mr.  OBEY.  Mr.  Speaker,  may  I  in- 
quire as  to  how  much  time  is  remain- 
ing on  each  side? 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  The  gentleman  from 
Wisconsin  [Mr.  Obey]  has  11  minutes 
remaining  and  the  gentleman  from 
New  York  [Mr.  Solomon]  has  17  min- 
utes remaining. 

Mr.  SOLOMON.  Mr.  Speaker.  I  yield 
1  minute  to  the  gentleman  from  Wis- 
consin [Mr.  Roth]. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
Wisconsin  [Mr.  Roth]  is  recognized 
for  1  minute. 

There  was  no  objection. 

Mr.  ROTH.  Mr.  Speaker,  yes.  Presi- 
dent Aquino  gave  a  very  excellent 
speech  today;  but  is  it  worth  a  quarter- 
billion-dollar  honorarium?  We,  the 
American  people  have  been  very  gen- 
erous to  the  Philippines.  We  have 
given  them  over  half  a  billion  dollars 
this  year. 

I  would  like  to  help  all  countries.  I 
would  like  to  help  all  the  people 
throughout  the  world,  but  the  fact  re- 
mains that  we  have  big,  big,  big  defi- 
cits in  our  country  and  we  have  not 
addressed  those  deficits. 


When  we  have  a  balanced  budget, 
then  maybe  legislation  like  this  is  ap- 
propriate. But  first,  we  must  sweep  in 
front  of  our  own  door. 

As  long  as  we  have  not  balanced  our 
budget,  we  have  an  obligation  to  our 
own  people  and  to  our  own  problems 
first  for  a  change. 

I  appeal  to  you  to  let  cool  heads  pre- 
vail. Do  not  let  the  emotions  of  the 
moment  carry  away  your  better  judg- 
ment. If  a  half  billion  dollars  will  not 
buy  good  will,  three-quarters  of  a  bil- 
lion dollars  will  not.  either. 

Let  us  think  of  our  people  and  our 
problems  first  for  a  change. 

Mr.  SOLOMON.  Mr.  Speaker,  I  yield 
3  minutes  to  the  gentleman  from 
Pennsylvania  [Mr.  Walker]. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
Pennsylvania  [Mr.  Walker]  is  recog- 
nized for  3  minutes. 

There  was  no  objection. 

Mr.  WALKER.  Mr.  Speaker,  Presi- 
dent Aquino  is  a  great  lady;  she  is  a 
great  advocate  of  democracy;  she  gave 
a  magnificent  speech  on  the  floor 
today.  No  one  could  have  better  made 
the  case  for  her  country  than  Presi- 
dent Aquino. 

Now  we  are  called  upon  to  respond, 
and  we  do  so  immediately.  How  do  we 
respond?  We  respond  with  $200  mil- 
lion of  1986  deficit  add-on.  No  prioriti- 
zation. We  are  not  prioritizing  the 
spending  in  any  way.  We  did  not  hear 
Mrs.  Aquino  and  say  that  her  case  was 
so  persuasive  that  we  should  readjust 
our  spending  priorities. 

No.  We  in  this  bill  simply  call  for 
more  deficit.  What  is  that  deficit  for? 
It  is  deficit  for  more  foreign  aid. 

I  remember  very  well  a  few  weeks 
ago  when  we  had  Contra  aid  out  here 
on  the  floor  and  some  of  the  very 
people  who  are  speaking  here  came  to 
the  floor  and  said  we  could  not  have 
$100  million,  not  of  new  money,  but  of 
transferred  money,  for  the  freedom 
fighters,  the  courageous  freedom 
fighters  in  Nicaragua,  because  we 
needed  that  money  for  our  farmers 
and  for  our  students  and  for  our  elder- 
ly and  for  all  of  these  people.  We  had 
to  have  all  kinds  of  controls  on  that 
money. 

But,  no,  today  we  are  coming  to  the 
floor;  we  have  got  no  transfer;  we  have 
got  no  controls.  We  have  simply  got 
more  deficit  for  more  foreign  aid. 

I  carmot  vote  for  this  measure  for 
that  reason. 

If  you  want  to  reprioritize  the 
money  to  get  the  money  for  this  pur- 
pose, I  will  consider  that.  But  we  have 
an  obligation  to  our  own  people  to  be 
responsible  with  their  money  and  the 
debt  that  we  incur  on  their  behalf. 

I  recognize  that  we  want  to  respond 
emotionally  to  a  magnificent  speech 
that  we  heard  today  and  to  do  this  is 
to  respond  exactly  that  way.  But  this 
bill  is  wrong  as  it  relates  to  our  obliga- 
tions to  our  taxpayers. 


I  urge  a  "no"  vote. 

Mr.  SOLOMON.  Mr.  Speaker.  I  yield 
1  minute  to  the  gentleman  from  Indi- 
ana [Mr.  Burton]. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from  In- 
diana [Mr.  Burton]  is  recognized  for  1 
minute. 

There  was  no  objection. 

Mr.  OBEY.  Mr.  Speaker,  I  yield  2 
minutes  to  the  gentleman  from  New 
Jersey  [Mr.  Torricelli]. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
New  Jersey  [Mr.  Torricelli]  is  recog- 
nized for  2  minutes. 

There  was  no  objection. 

Mr.  TORRICELLI.  Mr.  Speaker,  the 
point  has  been  raised  as  to  whether  we 
are  acting  today  with  our  heads  or 
with  our  hearts.  Let  me  suggest  to  my 
colleagues  that  we  are  acting  with 
both. 

With  our  hearts  because  we  reach 
out  to  the  Philippine  people  in  this 
critical  moment  in  their  history, 
trying  to  restore  their  democracy  and 
to  lead  struggling  people  around  the 
world  to  understand  that  in  the  strug- 
gle between  freedom  and  communism, 
America  will  continue  to  provide  lead- 
ership; but  also  with  our  heads,  know- 
ing that  this  is  not  an  investment  in 
the  government  as  it  was  in  the 
Marcos  dictatorship;  that  more  than 
democracy  has  been  restored.  Mrs. 
Aquino  has  broken  the  corruption,  the 
cronyism.  This  is  an  investment  in  a 
sound  Philippines.  But  also  with  our 
heads  because  we  recognize  another 
choice. 

The  question  is  not  whether  we  pro- 
vide assistance  today  or  not  at  all,  but 
whether  we  invest  in  a  sound  democra- 
cy in  the  Philippines  today,  in  peace  in 
the  Philippines,  or  rather  have  to 
invest  years  in  the  future  in  war  in  the 
Philippines,  in  increasing  insurgency 
in  the  Philippines. 

No  investment  could  make  more 
sense  than  today,  $200  million,  lest  we 
have  to  fight  again  tomorrow  in  a 
growing  insurgency  out  of  control  in 
the  Philippines. 

I  urge  an  affirmative  vote,  to  vote 
for  peace,  stability,  democracy,  indeed, 
for  our  own  security,  as  much  as  the 
security  of  the  Philippines. 

Mr.  SOLOMON.  Mr.  Speaker,  I  yield 
2  minutes  to  the  gentlewoman  from 
New  Jersey  [Mrs.  Roukema]. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentlewoman  from 
New  Jersey  [Mrs.  Roukema]  is  recog- 
nized for  2  minutes. 

There  was  no  objection. 

Mrs.  ROUKEMA.  Mr.  Speaker,  I  rise 
in  opposition  to  this  proposal  today,  in 
strong  opposition. 

Let  us  be  clear  about  what  we  are 
talking  about.  We  are  not  debating 
who  has  more  respect  for  Mrs.  Aquino. 
We  are  not  debating  who  has  more 
concern  about  the  future  of  that  fledg- 


ling democr 
a  procedure 
to  add  to  ou: 

We  are  ti 
books,  so  to 
it  on  this  i 
what  we  an 
year. 

I  will  not 
zens    who 
forum  last 
them  that 
more  in  foi 
ment's  noti( 
me  with  fei 
concern    at 
needs. 

I  will  not 
with  a  SOU! 
how  we  ar 
things  with 
the  hides  ol 
without  nee 
vote  "no." 

Mr.  SOL< 
the  gentlew 

Mrs.  ROl 
tleman  f ron 

Mr.  SOLC 
say  that  tl 
excellent  p 
Aquino  ha: 
money. 

Mrs.  RO 
would  be  h 
to  lead  the 
out  in  next 
be  done  in 
not  throuf 
which  adds 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24099 


iker,  I  yield 
I  from  Indi- 

pore.  With- 
in from  In- 
gnized  for  1 


peaker.  the 
whether  we 
r  heads  or 
?gest  to  my 
£ting   with 


ler  we  pro- 
,  at  all,  but 
d  democra- 
in  peace  in 
r  have  to 
war  in  the 
insurgency 


te,  to  vote 
icy.  indeed, 
uch  as  the 

ker,  I  yield 
iman  from 

lore.  With- 
)man  from 
l]  is  recog- 


aker,  I  rise 
il  today,  in 

lat  we  are 
t  debating 
rs.  Aquino, 
has  more 
that  fledg- 


ling democracy.  We  are  talking  about 
a  procedure  here  that  is  clearly  going 
to  add  to  our  budget  deficit. 

We  are  talking  about  juggling  the 
books,  so  to  speak.  We  are  going  to  put 
it  on  this  year  quickly  and  then  see 
what  we  are  going  to  do  about  it  next 
year. 

I  will  not  go  back  to  the  senior  citi- 
zens who  appeared  at  my  health 
forum  last  Saturday  and  explain  to 
them  that  I  voted  for  $200  million 
more  in  foreign  assistance  on  a  mo- 
ment's notice  when  they  stood  before 
me  with  fear,  anger,  frustration,  and 
concern  about  their  future  health 
needs. 

I  will  not  do  that  until  we  come  up 
with  a  sound  plan,  fiscal  plan,  as  to 
how  we  are  going  to  pay  for  these 
things  without  having  it  come  out  of 
the  hides  of  our  domestic  programs  or 
without  necessarily  raising  taxes,  I  will 
vote  "no." 

Mr.  SOLOMON.  Mr.  Speaker,  will 
the  gentlewoman  yield? 

Mrs.  ROUKEMA.  I  yield  to  the  gen- 
tleman from  New  York. 

Mr.  SOLOMON.  Mr.  Speaker.  I  just 
say  that  the  gentlewoman  makes  an 
excellent  point  in  the  fact  that  Mrs. 
Aquino  has  not  even  asked  for  this 
money. 

Mrs.  ROUKEMA.  May  I  add,  I 
would  be  happy,  in  fact,  I  would  like 
to  lead  the  procedure  for  working  this 
out  in  next  year's  budget,  but  it  has  to 
be  done  in  a  sound,  planned  way,  and 
not  through  fiscal  slight  of  hand 
which  adds  to  the  deficit. 
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Mr.  SOLOMON.  Mr.  Speaker,  I  yield 
2  minutes  to  the  gentleman  from  Cali- 
fornia [Mr.  Dornan],  a  member  of  the 
Foreign  Affairs  Conunittee. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Without  objection, 
the  gentleman  from  California  is  rec- 
ognized for  2  minutes. 

There  was  no  objection. 

Mr.  DORNAN  of  California.  Mr. 
Speaker,  I  understand  the  serious 
trepidation  with  which  Members  are 
looking  at  both  our  budget  process 
and  the  rapidity  with  which  this  is 
being  done. 

The  gentleman  from  Wisconsin  [Mr. 
Roth]  got  off  a  good  line  about  a  $200 
million  honorarium  for  an  excellent 
speech.  I  thought  Mrs.  Aquino  gave 
the  most  moving  speech  I  have  heard 
on  the  floor  from  the  head  of  a  state, 
bar  none. 

Now,  I  am  going  to  be  on  the  win- 
ning side  on  this  and  I  think  the  win- 
ning side  is  going  to  be  that  she  gets 
that  honorarium.  I  agree  she  has  not 
asked  for  it  and  we  have  already  put 
up  $500  million;  but  let  me  tell  you 
why  I  was  1  of  the  24  Republicans  who 
voted  against  Gramm-Rudman.  princi- 
pally because  of  what  it  does  under 
that  unfair  formula  to  gut  defense.  I 
mentioned  at  the  time  of  the  Gramm- 


Rudman  vote  that  we  had  helped  to 
behead  three  countries.  Grenada, 
Haiti,  and  the  Philippines,  and  proper- 
ly so  in  all  three  cases;  but  I  remember 
November  1,  1963,  when  we  beheaded 
a  nation  under  Communist  assault, 
Vietnam  by  name,  and  look  at  the 
blood  and  treasure  we  lost  there;  so  I 
am  willing  to  go  out  on  a  limb  for  Mrs. 
Aquino.  I  think  she  may  be  the 
answer. 

I  am  placing  in  the  Record  the  arti- 
cle by  Ross  Monroe  comparing  the 
NPA.  not  even  to  the  Soviet  Union 
Communist  style  or  China  but  com- 
paring them  to  the  Khmer  Rouge, 
which  means  this  scholar  sees  the  po- 
tential on  those  7.200  islands  for  an 
unbelievable  genocidal  slaughter.  That 
is  how  ugly  and  vicious  the  NPA  is. 
The  New  Khmeh  Rouge 
(By  Ross  H.  Munro) 

April  13.  1974.  Three  U.S.  Navy  officers 
are  riding  in  a  jeep  along  a  new  road  hug- 
ging the  boundary  of  the  Subic  Bay  naval 
base  In  the  Philippines.  All  three  are  Sea- 
bees— Navy  construction  men— and  their 
destination  is  a  half-mile  farther  north 
where  a  Seabee  battalion  is  continuing  work 
on  the  road.  Suddenly  shots  ring  out.  One 
officer  is  killed  instantly.  A  moment  later, 
the  two  others,  badly  wounded,  are  finished 
off  with  shots  to  the  head  fired  at  point- 
blank  range.  Later.  Philippine  intelligence 
informs  U.S.  authorities  that  the  Navy  men 
had  been  ambushed  by  members  of  the  still 
fledgling  Communist  guerrilla  group,  the 
New  People's  Army  (NPA).  The  guerrilla 
leader  responsible  for  the  attack,  as  he  had 
been  for  previous  attacks  on  U.S.  military 
personnel  stationed  in  the  Philippines,  is  a 
twenty-six-year-old  former  engineering  stu- 
dent who  calls  himself  Commander  Bilog. 
His  real  name  is  Rodolfo  Salas. 

Rodolfo  Salas  has  long  since  graduated 
from  being  the  leader  of  a  five-man  NPA  hit 
scjuad.  Now  thirty-seven,  he  is  the  ruthless 
and  brilliant  leader  of  the  Communist  Party 
of  the  Philippines  (CPP),  presiding  over  the 
fastest  growing,  most  threatening,  and  argu- 
ably the  most  brutal  Communist  insurgency 
in  the  world  today.  U.S.  analysts  believe 
that  if  the  corrupt  and  exhausted  regime  of 
President  Ferdinand  Marcos  remains  in 
power  and  the  situation  in  the  Philippines 
continues  to  deteriorate  at  its  current  pace. 
Rodolfo  Salas  could  one  day  be  leading  the 
People's  Democratic  Republic  of  the  Philip- 
pines, the  name  the  Communists  have  al- 
ready chose  for  their  new  state. 

Yet  only  a  tiny  minority  of  Filipinos  has 
ever  heard  of  Salas  and  only  a  handful  of 
non-Communist  politicians  has  met  him 
during  the  eight  years  he  has  been  chair- 
man of  the  CPP.  Most  politically-minded 
Filipinos,  if  asked,  will  say  that  the  leader 
of  the  Communists  in  the  Philippines  is 
Jose  Maria  Sison,  who  founded  the  CPP  in 
1968.  But  Sison.  a  poet,  university  teacher, 
and  Maoist  ideologue,  has  been  languishing 
in  jail  since  1977.  his  influence  largely 
eroded.  It  has  been  Salas  the  engineer  who 
has  turned  Sison's  vision  of  a  nationwide 
Communist  insurgency  into  a  full-fledged 
reality.  From  a  few  thousand  party  mem- 
bers and  guerrilla  fighters  who  were  at  most 
a  serious  nuisance  in  Sisons  day,  Salas  has 
been  instrumental  in  building  the  Commu- 
nist movement  into  a  formidable  force. 
Today,  the  CPP  credibly  boasts  that  it  has 
"way  over"  30,000  members,  while  the  NPA 


has  "way  beyond"  20,000  guerrillas,  now 
fighting  in  at  least  59  of  the  nation's  73 
provinces. 

In  news  reports  from  the  Philippines, 
nearly  all  the  responsibility  for  the  Commu- 
nist upsurge  is  being  given  to  Ferdinand 
Marcos.  And  indeed  he  has  played  an  essen- 
tial role.  During  his  twenty  years  in  power, 
the  country  has  suffered  from  colossal  mis- 
management of  its  economy,  corruption 
akin  to  looting,  and  the  near  destruction  of 
the  nation's  basic  political  institutions. 
Without  all  this  help  from  Marcos,  it  seems, 
the  Communists  would  have  remained 
about  as  inconsequential  as  they  are  today  , 
in,  say,  Indonesia  or  Thailand. 

Yet  by  trashing  the  Marcos  regime  and 
blaming  it  alone  for  the  Communist  up- 
surge, we  fail  to  give  proper  attention  and 
credit  to  the  Communists  themselves.  For  it 
has  been  their  fanaticism,  beaueathed  by 
Sison.  combined  with  their  increasing  ruth- 
lessness  and  opportunism  since  Salas 
became  leader,  that  have  also  proved  essen- 
tial to  their  success. 

While  Salas  shares  Sison's  original  radical 
goal  of  transforming  the  Philippines  into  a 
Communist  dictatorship,  he  seems  to  be  far 
less  concerned  than  the  party's  Maoist 
founder  about  what  methods  are  used  to 
achieve  that  goal.  Under  Salas.  the  Commu- 
nist guerrillas  are  waging  a  largely  unre- 
ported campaign  of  terror,  assassination, 
and  torture  in  the  Philippine  countryside. 
As  a  radical  but  independent  leftist  who 
knows  both  the  CPP  and  the  NPA  well  says: 
'I'm  afraid  we  might  be  staring  at  a  Pol  Pot 
future."  In  the  cities,  the  working  style  of 
the  CPP  is  .so  paranoid,  rigid,  and  totalitar- 
ian that  even  left-wing  nationalists  have 
quJL  anti-Marcos  alliances  controlled  by  the 
Comnnunists.  The  most  respected  of  these 
independent  nationalists,  former  Senator 
Jose  Diokno.  states;  "They  [the  Commu- 
nist] feel  they're  so  close  to  victory  that 
they  only  need  two  or  three  of  us  "Abroad, 
the  once  Maoist  CPP  has  dropped  its  pro- 
Chinese  stance  and.  with  Salas  taking  the 
lead,  is  avidly  courting  the  Soviet  Union  for 
official  recognition  and  for  financial  and 
military  aid. 

Most  chilling  of  all  is  the  rapidly  mount- 
ing evidence  of  the  NPAs  reign  of  terror,  ri- 
valing the  Khmer  Rouge  in  savagery  if  not 
yet  in  scale.  Most  of  the  reports  come  from 
the  countryside,  where  the  more  than 
20.000  Communist  guerrillas,  with  far  less 
than  one  modern  rifle  per  man.  have  a 
largely  demoralized  corrupt,  and  ineffective 
Philippine  military  tied  up  in  knots.  Prom 
the  foothills  of  the  Cagayan  Valley  in 
northern  Luzon  to  the  city  slums  of  south- 
ern Mindanao,  the  NPA  continues  to  tight- 
en its  hold.  That  its  primary  means  of  ac- 
complishing this  is  terror  seems  well  known 
among  leftisU,  civil-righU  lawyers,  rural 
parish  priests,  and  others  whose  anti- 
Marcos  credentials  give  them  rare  access  to 
information  about  how  the  NPA  really  oper- 
ates. 

Typical  is  a  leftist  professor  in  Manila 
whose  radical  teachings  have  helped  inspire, 
many  students  to  join  Communist-front 
groups  like  the  League  of  Filipino  Students. 
Recently,  several  of  his  students  won  much- 
sought-after  invitations  to  visit  NPA  strong- 
holds in  various  parts  of  the  countryside 
and  view  the  revolution  first-hand  for  a 
couple  of  weeks.  But.  recounts  this  profes- 
sor, many  returned  sickened  and  appalled 
by  what  they  had  witnessed.  They  watched 
as  Communist  guerrillas  killed  "suspected 
informers'  before  an  audience  of  villagers. 
"But  it's  not  just  an  execution.  It's  cruel. 
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slow,  painful."  The  professor  demonstrates 
how  the  guerrillas  stab  the  victim  in  the 
legs,  buttocks,  back,  shoulders,  and  stomach 
before  plunging  a  dagger  into  his  heart.  "Is 
this  happening  in  a  particular  region  of  the 
country?"  the  professor  is  asked.  "All  over." 
is  his  pained  reply. 

"Suspected  informer"  is  a  phrase  heard 
again  and  again  in  accounts  of  how  the  NPA 
holds  sway  over  thousands  of  villages.  The 
NPA  readily  applies  the  condemnatory  label 
to  a  villager  who  turns  down  the  "invita- 
tion" of  a  newly  arrived  NPA  squad  to  a  lec- 
ture in  a  nearby  hut  on  the  evils  of  capital- 
ism. Or  to  a  minor  local  official  who  speaks 
out  against  the  Communists.  Or  to  a  peas- 
ant who  resists  paying  NPA  "taxes." 

In  a  village  in  southern  Luzon  this  spring. 
a  Philippine  journalist  accompanying  an 
NPA  band  witnessed  a  man  being  led  away 
for  execution,  again  on  grounds  that  he  was 
a  suspected  informer.  The  journalist,  vague- 
ly sympathetic  to  the  NPA.  pointed  out  to  a 
guerrilla  that  the  case  against  the  man.  a 
recent  arrival  in  the  village,  was  a  circum- 
stantial one,  and  flimsy  at  that.  The  guerril- 
la's response  was  a  dismissive  shrug.  The 
journalist  accompanied  the  NPA  to  several 
villages  in  the  area  and  discovered  that  in 
every  one.  no  matter  how  small,  the  NPA 
had  executed  people. 

Desperate  for  more  funds  to  feed  and  arm 
their  burgeoning  ranks.  NPA  units  are  ap- 
plying their  terrorist  methods  to  extorting 
money  from  rich  and  poor  alike.  No  one 
seems  exempt  anymore.  Early  this  year,  for 
example,  when  Philippine  Protestant  mis- 
sionaries in  the  province  of  Surigao  del 
Norte  resisted  NPA  demands  for  a  hefty 
share  of  their  Sunday  collections,  an  NPA 
squad  invaded  their  chapel  during  Sunday 
services  where  they  shot  and  killed  one 
pastor  in  front  of  his  congregation,  beat  up 
a  "deaconess"  at  another  chapel,  and,  that 
night,  tracked  down  and  killed  another 
pastor. 

As  law  and  order  continue  to  deteriorate, 
NPA  hit  squats  (the  foreign  media  have 
adopted  the  NPA's  slightly  heroic-sounding 
name.  Armed  City  Partisans,  for  such 
groups)  are  operating  with  increasing  ease 
in  urban  areas.  Recent  targets  have  includ- 
ed unsympathetic  Philippine  journalists 
(whose  deaths  draw  little  attention  com- 
pared with  those  of  anti-Marcos  journalist). 
In  the  city  of  Cebu,  the  NPA  issued  state- 
ments taking  credit  for  shooting  and  killing 
two  outspokenly  anti-Communist  radio  com- 
mentators. The  Communists  are  also  turn- 
ing their  guns  on  the  leaders  of  democratic 
trade  unions.  According  to  Ernesto  Herrera, 
the  courageous  general  secretary  of  the 
Trade  Union  Congress  of  the  Philippines 
(TUCP),  the  Communists  began  killing  rival 
labor  leaders  last  year.  "We've  lost  nine 
[TUCP  leaders  killed  by  the  Communists] 
in  the  last  ten  months,"  he  reports. 

There  is  also  a  steady  stream  of  official 
accounts  of  NPA  atrocities  from  the  Philip- 
pine military  that  are  carried  mainly  in  pro- 
government  newspapers.  Such  reports  have 
little  impact  because  the  credibility  of  the 
military  and  the  pro-Marcos  media  has  long 
since  been  squandered.  But  independent 
sources  say  that  the  government  accounts 
hardly  do  justice  to  the  full  horror  of  the  vi- 
olence perpetrated  by  the  NPA  in  the  coun- 
tryside. 

Here  are  a  few  of  the  more  recent  military 
accounts  of  NPA  violence,  confirmed  by  sec- 
ondary sources: 

In  trying  to  establish  its  control  over  a 
remote  gold-rush  site  in  the  province  of 
Davao  del  Norte,  the  NPA  executed  at  least 


45  people  in  a  period  of  less  than  five 
months,  ending  this  March.  Most  of  the  vic- 
tims were  retrieved  from  a  body  pit.  Many 
showed  signs  of  having  been  tortured;  and 
indeed,  eyewitnesses  confirmed  that  the 
NPA  had  tortured  many  of  the  victims 
before  killing  them. 

On  June  15  of  this  year  three  NPA  guer- 
rillas grabbed  Corazon  Pacana  Coloso.  a 
minor  municipal  official  in  northern  Miii 
danao  who  had  the  misfortune  of  being  the 
provincial  governor's  sister.  The  guerrillas 
told  the  hastily  assembled  townspeople  that 
they  were  convening  a  "people's  court." 
They  accused  her  of  corruption,  pronounced 
her  guilty,  and  then  shot  her  in  the  head. 
She  died  instantly. 

The  military  statistics  show  that  the  NPA 
killed  138  local  Philippine  officials  in  1984. 
And  the  number  of  such  killings  this  year  is 
running  ahead  of  last.  No  one  appears  to  be 
challenging  these  numbers,  even  though  a 
good  case  can  be  made  that  they  understate 
the  reality.  Some  of  the  local  officials  being 
executed  are  undoubtedly  corrupt  by  'West- 
ern standards.  But  because  the  aims  of  the 
killings  is  not  to  clean  up  corruption  but  to 
terrorize  officials  and  villagers  alike  into 
knuckling  under  to  the  NPA.  strong  and 
popular  local  officials  are  being  killed  also. 
Says  a  U.S.  official  saddened  by  deja  vu: 
"It's  just  like  Vietnam.  The  guerrillas  are 
killing  the  worst  and  the  best  local  officials. 
They  don't  worry  about  the  mediocre  ones; 
they  know  they'll  go  along. " 

Inevitably,  the  increasingly  violent  NPA  is 
turning  on  itself.  Intelligence  sources  say 
the  NPA  recently  executed  several  of  its 
own  members  in  southern  Luzon  in  the 
belief  that  they  were  government  agents. 
They  discovered,  too  late,  that  they  were 
mistaken.  In  the  Davao  area  of  Mindanao. 
Brigadier  General  Dionisio  Tan-Gatue 
claims  the  NPA  Killed  28  or  29  of  its  own 
men  who  had  been  wounded  in  an  encoun- 
ter May  14  and  were  slowing  down  the 
escape  of  the  other  guerrillas. 

Although  the  NPA's  reign  of  terror  is 
largely  ignored  by  foreign  correspondents 
and  the  anti-Marcos  media,  it  is  no  secret 
among  Communist-party  members.  On  the 
final  day  of  my  most  recent  trip  to  the  Phil- 
ippines. I  told  a  key  member  of  the  CPP 
that  I  had  repeatedly  heard  horror  stories 
about  NPA  terror  and  violence  directed 
against  civilians  in  almost  every  part  of  the 
Philippines.  He  offered  not  a  word  of  argu- 
ment, not  even  a  suggestion  that  the  stories 
might  be  overblown.  "It  is  the  biggest  prob- 
lem we  have  right  now."  he  conceded.  Yet 
evidently  only  a  minority  of  his  fellow  mem- 
bers agree  that  it  is  a  problem.  The  i.ssue  of 
NPA  brutality  toward  civilians  was  raised  at 
a  clandestine  meeting  of  national  CPP  and 
NPA  cadres  in  late  1984.  The  outcome  then 
was  inconclusive.  The  belated  response  of 
Salas  and  the  top  CPP  leadership  came  in 
the  CPP's  official,  underground  newspaper, 
Ang  Bayan  ("The  Nation"),  this  spring. 
Charges  of  NPA  abuses  amount  to  "slan- 
der," Ang  Bayan  stated,  because  everyone 
knows  that  the  NPA  has  "iron  discipline." 

Pew  but  the  most  naive  city-bound  party 
members  would  believe  such  a  claim.  In- 
stead, typical  party  members  seem  to  have 
accepted  the  fact  that  they  are  players  in  an 
increasingly  violent  drama.  These  days,  the 
phrase  "blood  debts  will  be  paid  in  blood  " 
rolls  off  the  lips  of  party  members  as  easily 
as  it  does  off  the  pages  of  Ang  Bayan.  Such 
members  have  stopped  making  distinctions 
among  the  people  who  are  murdered  by  the 
NPA.  As  three  party  members  made  clear  in 
a  discussion  with  me,  by  definition  anyone 


killed  by  the  NPA  must  be  a  "demonyo"— a 
term  that  the  NPA  initially  used  to  describe 
enemy  spies  but  which  has  evolved  into  a 
label  for  anyone  the  NPA  decides  to  exe- 
cute. A  Guide  to  Establishing  a  Mass  Base 
in  the  Rural  Areas,  a  manual  prepared  for 
the  exclusive  use  of  party  cadres  inside  the 
NPA,  makes  it  clear  that  the  guerrillas  have 
party  approval  to  kill  virtually  anyone  they 
want.  Among  the  broadly  defined  categories 
of  people  who  can  be  executed  are  "enemies 
of  the  people,  spies,  and  unreformed  ele- 
ments who  hinder  the  development  of  the 
revoluntionary  movement  in  the  barrio." 

The  Armed  Forces  of  the  Philippines 
(AFP)  claims  that  the  NPA  is  currently  kill- 
ing more  than  130  civilians  a  month,  not  in- 
cluding local  government  officials.  Most  of 
the  civilians  are  victims  of  so-called  liquida- 
tions, meaning  murders,  assassinations,  or 
executions.  Although  the  Marcos  regime's 
statistics  are  often  suspect,  these  numbers 
seem  to  be  "clean. "  For  one  thing,  the  same 
military  reports  that  tally  these  civilian 
deaths  contain  other  statistics  on  NPA  gains 
that  are  remarkably  consistent  with  claims 
that  the  NPA  is  making  in  its  underground 
publication,  Pulang  Bandila  ('"Red  Flag"). 
And  dissidents  in  the  armed  forces  who  are 
otherwise  critical  of  how  the  military  con- 
ducts its  business  say  the  reporting  of  NPA 
killings  is  carefully  corroborated  by  death 
certificates  or  eyewitness  accounts. 

But  while  these  numbers  are  apparently 
without  doubt,  the  actual  number  of  civilian 
liquidations  carried  out  by  the  NPA  is  much 
higher,  quite  possibly  four  or  five  times 
higher,  than  the  military  claims.  The  expla- 
nation is  that  NPA  killings  in  remote  bar- 
rios where  its  power  is  greatest  are  rarely 
reported,  particularly  not  to  the  untrusted 
military.  A  peasant  who  journeys  into  town 
to  tell  officials  of  a  Communist-ordered  exe- 
cution in  his  barrio  is  inviting,  at  best,  a 
clumsy  military  raid  on  his  village  or,  much 
worse,  an  NPA  accusation  that  he  is  an  in- 
former. 

If  one  ventures  into  areas  in  the  Philip- 
pines where  NPA  guerrillas  are  active,  the 
story  is  always  the  same.  Where  the  NPA 
prevails,  a  code  of  fearful  silence  prevails: 
even  if  the  NPA  kills  your  brother  or  your 
best  friend,  you  do  not  report  it.  When  the 
NPA  killed  one  of  those  Protestant  mission- 
aries in  his  home  in  Surigao  del  Norte,  the 
guerruillas  told  his  wife  that  she  too  would 
be  killed  if  she  reported  the  killing  to  the 
authorities.  The  civilian  killings  that  do 
become  widely  known  are  usually  those  that 
the  NPA  wants  widely  known— where  the 
guerrillas  make  an  example  of  a  victim  by 
staging  a  pre-execution  "trail"  or  by  simply 
leaving  his  bullet-ridden  body  in  the  town 
square. 

But  usually  only  the  local  villagers  hear 
about  the  killing.  In  a  smal.  city  in  Bicol, 
the  southern  tail  of  Luzon,  a  young  and 
well-informed  lawyer  who  often  defends  dis- 
sidents says  that  an  NPA  unit  was  killing  ci- 
vilians in  a  village  just  a  few  miles  from  his 
home  for  more  than  three  years  before  he 
or  anyone  else  in  the  city  heard  about  it. 
The  villagers  were  simply  too  frightened,  he 
says,  to  report  the  deaths. 

In  the  province  of  Davao  del  Norte,  where 
the  NPA  controls  much  of  the  population.  I 
asked  Father  Eligio  Bianchi  why  he  and 
other  churchmen  in  the  area  had  not  re- 
ported the  many  killings  by  the  NPA  as  dili- 
gently as  they  had  reported  the  relatively 
few  killings  by  the  military.  Bianchi  replied 
that,  while  he  believed  all  killings  were 
equally  wrong,  he  rarely  heard  from  fright- 
ened villagers  about  NPA  killings.  "Now  and 
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then  you  might  hear  someone  whisper  that 
somebody  had  been  killed  by  the  NPA,  but 
that's  all.  They  didn't  want  to  talk  about 
it." 

This  fearful  silence  prevailing  in  the  coun- 
tryside wherever  the  NPA  is  active  is  almost 
completely  overlooked  by  middle-class  Mani- 
lans  and  other  Filipinos  who  still  live  far 
from  the  everyday  insurgency.  Filipinos, 
they  themselves  readily  concede,  are  tradi- 
tionally a  garrulous  lot,  chronically  unable 
to  keep  a  secret,  and  they  still  take  it  as  a 
given  that  they  are  the  recipients  of  a  free 
and  plentiful  flow  of  information.  Manila's 
upper  classes  in  particular  pride  themselves 
on  knowing  what  is  happening  in  their  fami- 
ly's home  province  on  the  basis  of  an  occa- 
sional visit  from  a  retainer,  relative,  or 
friend.  But  the  visitor  probably  lives  in  the 
provincial  capital  and  knows  less  about 
what  is  going  on  in  the  surrounding  coun- 
tryside than  the  Bicol  lawyer. 
II 
But  the  prevailing  silence  only  partly  ex- 
plains why  NPA  brutality  is  largely  ignored 
by  the  foreign-press  contingent  in  Manila  as 
well  as  by  the  independent  or  anti-Marcos 
newspapers  that  have  been  thriving  in  the 
Philippines  during  the  past  two  years.  An- 
other important  part  of  the  explanation  is 
that  the  media  can  learn  nothing  about 
NPA  atrocities  from  Philippine  organiza- 
tions that  claim  to  be  committed  to  civil  lib- 
erties and  human  rights. 

By  far  the  most  prominent  of  these 
groups  is  Task  Force  Detainees  (TFD).  In 
an  almost  incredible  feat  of  public  relations, 
the  openly  pro-Communist  TFD  has  become 
recognized  as  the  leading  defender  of 
human  rights  in  the  Philippines.  Its  ac- 
counts and  statistics  regarding  "political 
prisoners"  and  the  frequent  abuses  commit- 
ted by  the  Philippine  military  are  cited  by 
Amnesty  International,  the  Lawyers'  Com- 
mittee for  International  Rights,  and  even 
the  U.S.  State  Department.  And  its  claims 
and  statistics  find  their  way  into  innumera- 
ble articles  by  foreign  correspondents  re- 
porting from  the  Philippines. 

Despite  its  international  standing,  the 
TFD  has  consistently  ignored  NPA  killings 
and  other  abuses  of  civilians.  It  resolutely 
refuses  to  investigate,  report,  or  act  on  kill- 
ings by  the  NPA.  In  my  visits  to  the  TFD  of- 
fices in  Manila  over  several  years,  officials 
have  offered  several  explanations  for  their 
one-sided  view  of  what  constitutes  a  human- 
rights  abuse.  TFD  spokesman  Fidel  Agcaoili 
made  it  clear  in  an  interview  this  summer 
that  the  TFD  is  interested  in  exposing  only 
those  human-rights  abuses  that  reflect 
badly  on  the  military.  "Definitely  our  main 
line  of  inquiry  [is]  human-rights  abuses 
being  committed  by  the  government. "  Ag- 
caoili referred  in  a  dismissive  tone  to  "the 
alleged  abuses  being  committed  by  the 
NPA,"  then  quickly  caught  himself  and 
said,  "No,  I  won't  say  any  more."  But  as  far 
as  the  TFD's  position  on  people  who  take 
up  arms  and  join  the  NPA  is  concerned,  Ag- 
caoili readily  volunteers  that  "we  respect 
their  right  to  do  so." 

That  Task  Force  Detainees  has  a  benign 
view  of  the  New  People's  Army  should  sur- 
prise no  one;  the  TFD  has  never  made  a 
secret  of  its  politics.  A  visit  to  its  offices  in 
suburban  Manila  finds  activists,  widely  re- 
puted even  by  leftists  to  be  Communists, 
wandering  in  and  out  and  being  treated  by 
the  TFD  staff  with  everyday  familiarity. 
Staff  members  talk  about  their  plans  to 
attend  rallies  organized  by  a  Communist- 
front  group.  The  head  of  the  TFD,  Sister 
Mariani  Dlmaranan,  has  remained  on  'he 


executive  board  of  BAY  AN,  one  of  the  most 
tightly  controlled  of  those  fronts,  even 
though  virtually  every  independent  leftist 
on  the  executive  has  quit  in  protest  against 
the  CPP's  heavy-handed  domination.  Ger- 
ardo  Bulatao,  for  several  years  the  key  ad- 
ministrator of  the  TFD's  parent  organiza- 
tion, the  Association  of  Major  Religious  Su- 
periors, was  sentenced  this  year  to  twenty 
years  in  jail  after  the  government  made  a 
strong  case  that  he  had  played  an  impor- 
tant role  in  the  Communist  insurgency  on 
the  island  of  Samar.  The  TFD's  fortnightly 
publication.  Political  Detainees  Update, 
usually  devotes  its  front  page  to  highly  fa- 
vorable reports  of  the  activities  of  BAYAN 
and  other  Communist-party  fronts,  like 
KMU.  the  labor  alliance.  Headlines  use  CPP 
terminology— "U.S.-Marcos  Dictatorship"— 
to  describe  the  regime. 

The  TFD  takes  its  heavy  ideological  bag- 
gage along  in  pursuing  its  main  task,  which 
is  chronicling  the  human-rights  abuses  com- 
mitted by  the  Marcos  regime  and  the  Armed 
Forces  of  the  Philippines.  The  pursuit  is  re- 
lentlessly well-organized.  The  TFD  current- 
ly has  a  staff  of  280  and  a  large  budget. 
Most  of  the  money  comes  from  foreign 
church-related  organizations,  but  the  TFD 
refused  to  answer  both  oral  and  written 
questions  this  summer  about  the  origin  and 
amount  of  the  donations  and  the  size  of  its 
total  budget. 

As  countless  n? ws  reports  from  the  Philip- 
pines have  made  clear,  the  TFD  has  no 
shortage  of  raw  material  to  work  with  in 
building  its  case  against  the  Marcos  regime. 
There  are  many  documented  instances  of 
the  Philippine  military  and  other  govern- 
ment security  forces  abducting,  torturing, 
and  killing  Communist  suspects.  But  even 
here,  the  TFD  constantly  plays  with  the 
facts.  Victims  of  the  military  are  regularly 
portrayed  not  as  members  of  the  NPA  or 
the  CPP  who  are  trying  to  overthrow  the 
government  by  force  but  merely  as  "farm- 
ers. .  .  .  fishermen.  .  .  .  students"  implicitly 
innocent  of  any  wrongdoing.  In  many  cases, 
the  most  cursory  investigation  would  reveal 
that  a  victim  of  the  military"s  mistreatment 
was  an  NPA  guerrilla  or  a  key  NPA  inform- 
er. Crucial  facts  such  as  these  could  not  pos- 
sibly justify  a  killing  by  the  military.  But 
the  TFD's  omission  of  such  facts  represents 
a  conscious  attempt  to  suppress  an  impor- 
tant part  of  the  story  for  political  reasons. 

This  was  so  when  the  TFD  portrayed  an 
ugly  mass  killing  that  occurred  on  the 
island  of  Negros  in  1980  which,  more  than 
any  other  single  incident,  marked  the 
Marcos  regime  internationally  as  brutal  and 
murderous.  In  the  spring  of  1980.  in  the 
rural  municipality  of  Kabankalan  in  the 
province  of  Negros  Occidental,  several  peas- 
ants were  killed  by  military  units  acting  at 
the  behest  of  a  local  political  boss.  In  the 
protests  and  publicity  emanating  from  the 
TFD  and  other  human-rights  organizations, 
two  of  the  victims  came  to  symbolize  the  in- 
justice. Alex  Garsales  and  Herman  Moleta 
were  pwrtrayed  as  simple  farmers  who  had 
been  murdered  because  they  were  active 
members  of  the  local  branch  of  Basic  Chris- 
tian Communities,  which  in  turn  was  por- 
trayed as  a  Christian  form  of  community  or- 
ganization for  the  poor.  Yet  a  left-wing  but 
non-Communist  priest  in  Negros  told  me 
that  it  was  well  known  in  Kabankalan  that 
the  two  men  were  key  figures  in  the  NPA 
organizational  structure  in  their  mountain 
village.  Another  leftist,  with  close  ties  to  the 
CPP  and  first-hand  knowledge  of  the  situa- 
tion in  Negros,  said  it  was  taken  for  granted 
that  the  Basic  Christian  Communities  of 


Negros  formed  "the  basic  infrastructure  for 
the  NPA."  (This  is  by  no  means  true  every- 
where in  the  Philippines.  For  instance, 
Basic  Christian  Communities  in  Bukidnon 
province  in  Mindanao  that  were  begun 
under  the  leadership  of  Bishop  Francisco 
Claver  are  wary  of  both  the  regime  and  the 
NPA.)  But  there  was  never  a  hint  of  this 
either  in  TFD  literature,  or  in  a  1982  Am- 
nesty International  pamphlet  that  described 
the  incident,  or  in  a  New  York  Times  article 
(January  29,  1981)  about  the  case. 

In  addition  to  suppressing  crucial  informa- 
tion, the  TFD's  reports  also  artifically  in- 
flate the  extent  of  political  violence  for 
which  the  authorities  are  responsible.  The 
TFD  does  this  by  refusing  to  make  clear  dis- 
tinctions between  persons  killed  by  the  mili- 
tary for  political  reasons  and  those  killed  by 
a  variety  of  armed  groups  because  they  are 
involved  in  criminal  activities,  economic  dis- 
putes, or  even  personal  quarrels.  Agcaoili 
conceded,  for  instance,  that  the  TFD  would 
define  as  political  the  killing  of  a  peasant 
involved  in  a  land  dispute.  After  grouping 
together  a  wide  variety  of  killings  in  a  coun- 
tryside beset  for  centuries  with  rampant  vio- 
lence, the  TFD  then  suggests  that  all  the  vi- 
olence is  somehow  connected  to  the  regime's 
current  counterinsurgency  efforts. 

What  discredits  the  TFD's  reports  even 
more  is  that,  even  where  there  are  virtually 
no  facts  available,  it  is  ready  to  blame  a 
murder  on  the  authorities.  Tiiis  is  particu- 
larly true  in  the  TFD's  tally  of  ""salvagings,"" 
a  uniquely  Philippine  term  for  an  incident 
in  which  the  .military  kills  a  civilian  in  cold 
blood  because  he  is  a  suspected  Communist. 

Here,  for  instance,  is  the  TFD's  full  ac- 
count (in  Political  Detainees  Update.  May 
15,  1985)  of  a  recent  case  it  classified  as  a 
salvaging: 

"Butuan  City— An  unidentified  man  was 
found  dead  along  KM  8  of  the  National 
Highway  in  Ampayon  at  5:30  a.m.,  March  ^ 
17.  The  victim  was  approximately  30  years 
old.  5'4'  and  of  fair  complexion.  He  was 
wearing  denim  pants  and  a  red  T-shirt.  The 
victim  suffered  stab  wounds  all  over  his 
body." 

The  TFD  has  less  opportunities  to  manip- 
ulate the  statistics  concerning  "political 
prisoners."  Here,  each  prisoner  is  a  con- 
firmed resident  of  a  prison  detection  center. 
The  TFDs  own  statistics  show  that  the 
number  of  political  prisoners  peaked  in  1983 
and  has  been  declining  ever  since,  from  851 
on  January  1  of  this  year  to  695  on  July  15. 
It  is  important  to  understand  that  many  of 
these  prisoners  are  picked  up  in  raids  on 
guerrilla  strongholds  and  held  for  only  a 
short  period.  The  majority  of  the  695  pris- 
oners have  been  in  jail  for  less  than  one 
year,  many  for  just  a  few  days. 

It  is  appropriate  to  call  these  people  "pris- 
oners of  war "  rather  than  political  prison- 
ers. There  seems  to  be  universal  agreement 
in  the  Philippines  that  virtually  all  the 
long-term  prisoners  are  NPA  guerrillas  or 
Communist-party  members  actively  involved 
in  trying  to  overthrow  the  regime.  The  TFD 
itself  implicitly  conceded  this  by  distribut- 
ing a  statement  this  July  saluting  "the  po- 
litical prisoners  who  dare  risk  their  freedom 
for  the  sake  of  our  people's  liberation."  In 
other  words,  these  are  prisoners  of  war  cap- 
tured in  the  midst  of  a  fierce,  nationwide  in- 
surgency. 

What  the  TFD's  tally  really  tells  us  is  how 
pitifully  ineffective  the  Armed  Forces  of  the 
Philippines  have  become.  After  fighting 
Communist  guerrillas  for  more  than  a 
decade,  they  have  succeeded  in  capturing 
only  some  200  CPP  and  NPA  members  im- 
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portant  enough  or  threatening  enough  to 
keep  in  jail. 

Nor.  by  the  standards  of  rural  insurgen- 
cies elsewhere  in  the  world  today,  is  the 
Philippine  military  particularly  brutal.  The 
language  used  in  TFD  reports  ("state  terror- 
ism .  .  .  escalating  military  abuses  .  .  . 
alarmingly  rampant  salvaging  .  .  .")  and  the 
tenor  of  some  news  reports  suggest  that  the 
Philippines  is  akin  to  military-ruled  Argenti- 
na or  Guatemala.  That  is  far  from  the 
truth.  Even  if  the  TFDs  inflated  statistics 
are  used,  the  rate  of  political  killings  and 
disappearances  over  the  past  decade  is  no 
more  than  one-fiftieth  that  of  Guatemala. 

In  fact,  the  Philippine  military  is  no 
longer  marauding  much  around  the  coun- 
tryside. Mostly  the  soldiers  are  huddling  in 
their  barracks,  demoralized  and  on  the  de- 
fensive, while  the  NPA  extends  its  reign  of 
terror.  Many  so-called  combat  units  no 
longer  have  the  gaspline  or  even  the  boots 
to  move  around.  One  statistic  sums  up  the 
portrait  of  an  almost  defeated  military:  a 
minuscule  2  percent  of  the  clashes  between 
the  AFP  and  the  NPA  during  the  first  half 
of  this  year  were  initiated  by  the  military. 
Two-thirds  of  the  clashes  were  initiated  by 
the  Communist  guerrillas.  The  remaining 
incidents  were  classified  as  "encounters,"  a 
catch-all  term  that  includes  incidents  where 
the  soldiers  of  the  two  sides  stumble  into 
each  other. 

Significantly,  the  Philippine  military 
units  most  often  on  the  offensive  against 
the  NPA  are  the  very  units  most  trusted 
and  respected  by  the  people  in  the  country- 
side—the Marines  and  Scout  Rangers.  But 
these  groups  are  a  minority  within  the  AFP: 
the  majority  of  the  armed  forces  is  com- 
posed of  passive,  corrupt,  and  demoralized 
units.  It  is  these  units  that  are  driving  rural 
Filipinos  into  a  sullen  alienation  that  makes 
continuing  Communist  gains  almost  certain. 
They  are  led  by  officers  who  siphon  off  de- 
fense-ministry funds,  sell  their  units'  serv- 
ices to  provincial  political  bosses  or  land- 
grabbers,  or  use  their  power  to  muscle  into 
local  business.  The  enlisted  men,  under- 
standing full  well  the  connection  between 
their  officers'  wealth  and  their  own  lack  of 
adequate  food  and  clothing,  run  petty,  but 
vicious  protection  rackets  in  the  towns  steal 
chickens  in  the  villages,  and.  at  checkpoints 
on  the  roads,  demand  payoffs  from  farmers 
bringing  their  produce  to  market.  Shunned 
by  civilians,  the  enlisted  men  express  their 
frustration  in  drinking  and  fighting. 

When  a  demand  for  action  against  the 
guerrillas  comes  down  the  command  struc- 
ture, a  hapless  lieutenant  is  dispatched  to  a 
village  where  he  may  grab  the  first  two 
young  men  in  sight  and  threaten  to  beat 
them  unless  they  reveal  the  identity  and 
wherealwuts  of  the  local  NPA.  Even  villag- 
ers terrorized  by  the  NPA  and  inclined  to 
give  information  to  the  military  know  that 
the  lieutenant  will  not  be  there  the  next 
day  to  help  protect  them  from  an  NPA 
death  sentence  for  being  an  informer.  In 
short,  the  people  are  learning  every  day 
that  the  military  cannot  be  trusted  or  relied 
upon.  An  army  like  that  cannot  win  a  guer- 
rilla war. 


The  roots  of  that  guerrilla  war  can  be 
traced  to  the  mid-1960's  when  a  group  of 
young  radicals  began  coalescing  at  the  Uni- 
versity of  the  Philippines.  At  their  center 
was  Jose  Maria  Sison,  first  a  student  and 
then  a  lecturer  at  the  university,  who  had 
joined  the  old  Moscow  line  Communist 
party,  then  as  now  referred  to  as  the  PKP. 


In  late  1964,  Sison  founded,  Kabataang 
Makabayan  (KM,  or  Nationalist  Youth).  Al- 
though KM  was  organized  as  the  PKP's 
youth  wing,  it  was  first  and  foremost  Sisori's 
organization.  The  intense,  brilliant,  energet- 
ic, and  disputatious  Sison  recruited  and 
trained  a  phalanx  of  loyalists  who  formed 
the  hard  core  of  KM.  Almost  from  the  be- 
ginning, it  seems.  Sison  chafed  under  PKP 
leaders  he  viewed  as  old  failures.  The  heady 
politics  of  China's  cultural  revolution  ener- 
gized and  legitimized  his  discontent  and,  by 
1967,  Sison  had  completed  his  first  draft  of 
a  history  of  the  PKP  that  incisively  dissect- 
ed and  condemned  the  party's  failure  since 
1942  under  the  leadership  of  the  three  Lava 
brothers.  This  draft.  Rectify  Errors  and  Re- 
build the  Party,  became  one  of  the  founding 
documents  of  the  originally  Maoist  CPP. 
Polemical  and  one-sided  as  it  is,  it  remains 
the  best  available  history  of  the  PKP. 

In  April  1967.  the  Moscow-oriented  PKP 
leadership  expelled  Sison  and  his  supporters 
from  the  party.  Almost  immediately  they 
formed  their  own  provisional  Politburo  and 
issued  a  May  Day  statement  hailing  China's 
cultural  revolution.  But  it  was  not  until  the 
day  after  Christmas  1968,  when  Sison  and 
ten  trusted  comrades  secretly  gathered  in 
Pangasinan  province  and  opened  what  they 
called  a  "Congress  of  Reestablishment," 
that  the  new  Communist  Party  of  the  Phil- 
ippines was  formally  founded.  The  name 
given  to  the  CPP's  first  meeting  underlined 
Sison's  contention  that  the  old  PKP  was  no 
longer  a  legitimate  Communist  party. 

By  now  the  CPP  might  have  been  a  de- 
funct and  forgotten  Maoist  sect  if  Sison  had 
not  found  Bernabe  Buscayno.  Commander 
Dante,  as  he  is  to  this  day  better  known, 
was  the  leader  of  a  small  group  of  guerrillas 
who  were  among  the  remnants  of  the  12,000 
Huks  who  had  challenged  the  Philippine 
government  in  the  late  1940's  and  early 
1950's.  Dante  had  an  apparently  well-de- 
served reputation  as  a  ruthless  and  well- 
practiced  killer  but.  by  all  accounts,  he 
wanted  to  devote  his  talents  to  revolution, 
not  to  serving  the  criminal  syndicate  into 
which  the  Huk  hierarchy  had  degenerated. 
When  the  two  would-be  makers  of  revolu- 
tion joined  forces,  Dante  had  his  ideology 
and  Sison  had  his  army.  The  New  People's 
Army  was  founded  on  March  29.  1969.  with 
35  rifles  and  handguns,  the  discipline  code 
of  China's  Red  Army,  and  Mao's  strategy  of 
protracted  people's  war. 

There  was  a  slavish  quality  in  the  Maoist 
cant  ("punish  the  evil  gentry)  .  .  .  establish 
firmest  relations  with  Albania")  that  was 
woven  into  the  CPP's  founding  manifesto. 
Programme  for  a  People's  Democratic  Revo- 
lution. But  the  "central  task  "  of  the  CPP 
then  as  now  was  straightforward:  "Seizing 
political  power  through  armed  revolution." 

Amid  the  Maoist  jargon  and  formulas  in 
the  CPP's  early  documents  there  was  only  a 
hint  of  Sison's  analytical  and  visionary 
mind.  That  became  more  evident  in  1970  in 
Philippine  Society  and  Revolution,  his  com- 
prehensive Marxist  critique  of  what  ailed 
the  Philippines,  which  contained  a  hint  of 
the  Maoist  prescription  that  he  had  in  mind 
for  its  cure. 

Sison's  most  important  contribution  in 
the  literature  of  the  Philippine  revolution 
was  published  in  1974.  With  Specific  Char- 
acteristics of  Our  People's  War,  Sisont  pre- 
sented his  fellow  Philippine  Communists 
with  the  strategic  game  plan  they  have  been 
following  ever  since.  At  that  time,  Marcos 
was  at  the  peak  of  his  power  and  the  CPP 
and  the  NPA  together  numbered  no  more 
than  3,000.  But  Sison  saw  victory  ahead.  He 


believed  that  the  NPA  could  defeat  the 
Philippine  military  slowly  but  surely  by  cre- 
ating guerrilla  strongholds  in  the  mountains 
and  hills  of  every  major  island.  "In  the  long 
run,"  he  reassured  his  doubting  comrades, 
"the  fact  that  our  country  is  archipelagic 
will  turn  out  to  be  a  great  advantage  for  us 
and  a  great  disadvantage  for  the  enemy. 
The  enemy  shall  be  forced  to  divide  his  at- 
tention and  forces  not  only  to  the  country- 
side but  also  to  so  many  islands." 

Sison  believed  that  the  Huks  under  PKP 
leadership  had  seriously  blundered  by  effec- 
tively confining  their  guerrilla  warfare  to 
the  island  of  Luzon.  This  allowed  the  Philip- 
pine military  to  concentrate  its  countersur- 
gency  forces  there.  It  was  Sison's  idea  to  es- 
tablish guerrilla  fronts  in  all  the  major  is- 
lands of  the  Philippines,  dispersing  the 
armed  forces  throughout  the  archipelago 
and  then  gradually  grinding  them  down. 

Sison  had  a  special  role  in  mind  for  the 
largest  island  in  the  south.  "The  long-term 
task  of  our  Mindanao  forces  is  to  draw 
enemy  forces  from  Luzon  and  destroy 
them."  The  supremely  confident  Sison 
issued  this  master  plan  at  a  time  when  not  a 
single  NPA  guerrilla  band  was  active  in  Min- 
danao. With  fanatic  dedication,  the  Commu- 
nists would  try  again  and  again  and  finally 
succeed  in  achieving  Sison's  goal  of  turning 
Mindanao  into  the  military  meatgrinder  it  is 
today.  In  early  1971.  the  CPP  dispatched  a 
lone  student  radical,  Benjamin  de  Vera,  to 
the  city  of  Davao  in  eastern  Mindanao.  By 
the  end  of  that  year,  de  Vera  had  sworn  in 
three  party  members  and  they  had  recruit- 
ed 30  candidate  members.  A  few  months 
after  Marcos  declared  martial  law  on  Sep- 
tember 21,  1972,  the  CPP  put  together  a 
small  guerrilla  unit  to  test  the  revolutionary 
waters  in  the  countryside  between  Davao 
and  the  city  of  Cotabato.  By  the  end  of 
1973,  party  documents  reveal,  this  unit  had 
been  virtually  wiped  out. 

But  the  CPP  and  the  NPA  persevered. 
More  former  student  radicals  were  sent  to 
Mindanao  to  "integrate  with  the  masses  " 
and  to  organize  small  villages.  The  NPA 
began  over  again,  but  painfully  slowly.  By 
July  1975,  again  according  to  party  docu- 
ments, the  NPA  in  Mindanao  consisted  of 
only  seven  men  with  seven  guns.  It  seemed 
that  most  of  the  young,  educated  Commu- 
nists who  came  from  the  cities  ended  up 
dying.  By  mid-1976,  300  of  the  first  370 
party  members  in  Mindanao  had  died, 
dropped  out,  defected,  or  been  detained. 
Elsewhere  in  the  Philippines— in  Isabela 
province  and  the  Cagayan  Valley  in  north- 
ern Luzon,  and  on  the  islands  of  Negros  and 
Samar— the  former  student  activists,  along 
with  the  few  members  of  the  rural  lumpen- 
proletariat  they  could  recruit,  were  doing 
only  a  little  better.  One  pro-Communist  ac- 
count of  the  guerrilla  fighting  in  northern 
Luzon  reported  that  the  life  expectancy  of 
an  NPA  member  in  those  days  was  three 
years. 

It  was  during  this  period— the  early  to 
mid-1970's  when  the  Philippine  economy 
was  booming  and  Marcos  was  at  the  height 
of  his  power— that  the  highly  favorable 
image  of  the  New  People's  Army  became 
fixed  in  the  minds  of  the  many  middle-class 
Filipinos  outside  the  guerrilla  zones.  The 
image  was  grounded  partly  in  reality  but  to 
a  substantial  extent,  even  in  those  days,  in 
myth.  The  fact  that  countless  student  radi- 
cals with  comfortable  backgrounds  and 
promising  futures  were  dying  or  going  to 
prison  for  their  cause  made  a  deep  impres- 
sion on  many  middle-  and  upper-class  Filipi- 
nos. Adrift  in  an  increasingly  cynical  and 
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materialistic  society,  privileged  and  educat- 
ed Manilans  often  viewed  the  fanaticism  of 
the  Communists  as  an  enviable  virtue.  To 
this  day,  an  upper  class  Manila  dinner  party 
seems  incomplete  until  a  guest,  who  invari- 
ably has  no  first-hand  knowledge  of  how 
the  guerrillas  operate,  begins  speaking  in 
admiring  tones  of  the  young  Communists  in 
the  hills  and  prisons.  The  other  guests  nod 
knowingly  and  approvingly  as  doUar-a-day 
servants  hover  over  them.  Even  politically 
moderate  activists  like  Agapito  (Butz) 
Aquino,  brother  of  the  assassinated  political 
leader  Benigno  (Ninoy)  Aquino,  see  some- 
thing to  admire  in  the  fanatic  dedication  of 
the  Communists.  "I  have  always  been  im- 
pressed by  the  conviction  of  these 
guys.  ...  I  envy  these  guys  .  .  .  they're 
struggling  for  a  philosophy  they  believe 
in  .  .  ." 

Many  Filipinos  came  to  think  that  if  the 
Communists'  fanaticism  was  selfless  than  it 
must  also  be  benign.  So  they  were  instant 
believers  in  the  myths  surrounding  how  the 
NPA  operated:  guerrillas  were  idealistic  stu- 
dents who  won  over  the  r>easants  by  provid- 
ing them  with  medical  care  (heavy  on  the 
acupuncture)  and  with  political  instruction 
that  opened  their  eyes  to  their  oppression. 
Now  and  then  the  guerrillas  might  shoot 
someone  but  the  victims  were  all  bad 
people— cattle  rustlers,  rapists,  sadistic  po- 
licemen—who should  have  been  punished  by 
the  authorities.  The  peasants  were  so  de- 
lighted that  they  referred  to  the  NPA  as  the 
Nice  People  Around. 

This  myth  may  have  overlapped  with  re- 
ality in  some  parts  of  the  Philippines  for  a 
brief  period  in  the  1970's.  It  is  difficult  to 
say  because  there  are  virtually  no  independ- 
ent accounts  available  of  how  the  NPA  oper- 
ated a  decade  or  more  ago.  Certainly  some 
radical  lelftists  who  are  appalled  by  the 
NPA's  actions  today  insist  that  there  was  a 
golden  era.  But  even  if  that  were  true,  the 
tarnish  was  already  visible.  As  early  as  1970, 
about  one-third  of  the  ranking  NPA  mem- 
bers belonged  to  liquidation  squads.  And  the 
most  upward  mobile  of  all  the  NPA  guerril- 
las during  this  supposed  golden  period  was 
Rodolfo  Salas,  who  was  riding  his  reputa- 
tion as  a  gunslinger  to  greater  power  and 
status  inside  the  CPP. 

VI 

Contribution  to  the  myth  of  a  benign 
NPA  was  the  growing  awareness  among  edu- 
cated Filipinos  that  many  priests  and  nuns 
were  becoming  deeply  Involved  with  the 
Communists.  Many  Filipinos,  who  are  more 
than  90-percenl  Roman  Catholic,  seem  to 
believe  that  if  nuns  and  priests  support  the 
Communists,  then  Communism  must  have 
many  commendable  qualities. 

But  very  few  Filipinos  appreciate  how 
deep  the  involvement  of  many  members  of 
the  Catholic  clergy  has  become.  Nowhere 
else  in  the  world,  it  seems,  have  so  many 
priests  and  nuns  been  so  committed  to  the 
Communist  cause.  As  a  Philippine  leftist 
puts  it:  "Liberation  theology  has  gone  much 
further  in  the  Philippines  than  in  Latin 
America.  In  Latin  America,  it  justifies  col- 
laboration with  the  Conununists.  Here  it 
means  joining  the  Communists." 

Although  a  great  deal  of  publicity  has 
been  given  to  a  handful  of  priests  who  have 
become  gun-toting  NPA  guerrillas,  these 
clerics  turned  killers  from  just  a  small  and 
unrepresentative  minority  of  the  Commu- 
nists inside  the  Church.  In  the  Philippines, 
hundred  of  priests  and  nuns  effectively 
become  Communist-party  members  by  join- 
ing a  highly  secretive,  possibly  unique,  orga- 
nization called  Christians  for  National  Lib- 


eration (CNL).  The  CNL's  members  includ- 
ed some  Catholic  lay  workers  and  some 
Protestants,  but  its  core  consists  of  an  esti- 
mated 1,200  priests  and  nuns  who  form 
secret  cells  inside  the  Catholic  Church  and 
its  many  organizations.  The  CNL  constitu- 
tion mandates  a  secretive,  highly  disciplined 
structure  "based  on  the  principle  of  Marx- 
ism-Leninism. The  policies  of  the  CNL  are 
also  explicitly  Communist;  its  constitution 
requires  members  to  pledge  support  for 
"protracted  people's  war"  and  the  "armed 
struggle  and  the  underground  movement. " 
The  key  task  is  "to  overthrow  the  U.S.- 
Marcos dictatorship." 

The  first  program  adopted  by  the  CNL  all 
but  announced  the  Communists'  intention 
to  establish  Task  Force  Detainees  under  the 
control  of  the  CNL.  The  wording  left  no 
doubt  that  the  aim  was  not  to  protect 
human  rights  but  to  aid  the  NPA.  The  pro- 
gram declared  that  "the  CNL  must  develop 
a  massive,  sustained,  and  militant  protest 
movement  against  militarization.  This  seeks 
to  block  the  full  escalation  of  military  activ- 
ity against  the  guerrilla  fronts.  ...  We  de- 
nounce military  atrocities."  In  1974,  about  a 
year  after  the  CNL  program  was  written. 
Task  Force  Detainees  came  into  existence. 
To  this  day,  all  of  TFD's  13  regional  and 
subregional  directors  are  priests  or  nuns  and 
most,  if  not  all,  are  members  of  the  CNL. 

For  priests  and  nuns,  joining  the  CNL 
amounts  to  a  secret  rejection  of  the  Roman 
Catholic  Church.  Their  acceptance  of  the 
CNL's  unqualified  call  for  revolutionary  vio- 
lence represents  a  philosophical  break  with 
the  Church,  but  they  also  break  with  it  in 
an  organizational  sense  by  endorsing  a  con- 
stitution that  rejects  the  Churcii  hierarchy 
from  the  local  bishopric  to  the  ^  atican.  Be- 
sides requiring  members  to  fighi  for  demo- 
cratic decisionmaking  in  the  Ch  rch,  the 
CNL  constitution  says  another  ai  i  of  the 
organization  is  "to  fight  for  truly  elf-reli- 
ant and  self-determining  Filipino  c  'urches 
against  the  inter\'entions  of  foreign  Jhurch 
bodies  and  institutions. "  Presumably  that 
includes  the  Pope. 

What  is  particularly  Insidious  about  the 
CNL's  presence  within  the  Church  is  its  se- 
crecy. Bishop  Francisco  Claver,  a  left-wing 
critic  of  the  Communists,  has  often  said 
that  he  objects  not  so  much  to  the  presence 
of  Communists  Inside  the  Church  as  to 
their  dishonesty  and  deceit.  Priests  will  live 
in  the  same  residence  or  work  in  the  same 
Church  organization  as  other  priests  for 
years  without  telling  them  they  are  CNL 
members.  There  is  no  open  and  honest 
debate  because  they  never  reveal  to  their 
fellow  priests  precisely  what  they  stand  for 
or  where  their  ultimate  loyalties  lie. 

Partly  because  virtually  no  Filipinos  out- 
side the  CNL  know  anything  of  substance 
about  the  group,  its  constitution,  or  its  pro- 
gram. It  Is  still  widely  believed  that  the  pres- 
ence of  priests  and  nuns  inside  the  Commu- 
nist movement  is  a  force  for  moderation  sind 
mercy.  Such  comforting  thoughts  are  pro- 
moted by  people  like  the  nun  who  told  me 
that  she  knew  guerrillas  who,  after  being 
exposed  to  some  of  the  Communists  In  the 
Church,  began  carrying  Bibles  in  their 
packs.  Yet  the  evidence  suggests  that  the 
CNL  members  are  more  radical  and  rigid 
than  other  Communists.  In  statements  com- 
menting on  the  Aquino  assassination  that 
were  issued  within  days  of  each  other  in  the 
fall  of  1983,  the  CPP  endorsed  all  forms  of 
protest,  both  violent  and  nonviolent,  against 
the  Marcos  regime  while  the  CNL  called 
only  for  armed  struggle. 

It  is  not  only  the  rhetoric  of  the  CNL  that 
is  radical.  Any  curious  visitor  to  provincial 


conventos  where  priests  live  and  work  will 
soon  discover  that  many  of  them  harbor 
clerics  who  are  working  virtually  full  time 
for  the  revolution.  CNL  members  find  shel- 
ter for  wounded  guerrillas,  help  party 
cadres  move  through  their  towns  on  the 
way  to  NPA  base  areas,  and  serve  as  mes- 
sage drops. 

For  a  period  in  the  middle  to  late  1970's, 
in  some  areas  where  the  NPA's  existence 
was  still  tenuous,  the  help  of  CNL  priests 
and  nuns  was  probably  essential  in  permit- 
ting the  NPA  to  hang  on.  In  other  areas,  the 
CNL  and  Its  allies  hastened  the  growth  of 
the  Communists.  In  Mindanao,  for  Instance, 
the  Communists  took  virtually  complete 
control  of  the  day-to-day  running  of  the 
Mlndanao-Sulu  Pastoral  Conference,  the  or- 
ganization that  the  bishops  of  Mindanao 
and  the  Sulu  archipelago  had  set  up  to  ad- 
minister social  programs.  The  bishops  even- 
tually conceded  that  the  only  way  they 
could  regain  control  of  their  own  organiza- 
tion was  to  abolish  It.  After  much  agony  and 
delay,  that  Is  exactly  what  they  did. 

On  the  island  of  Negros,  leftist  sources 
confirm  personal  Impressions  that  some 
priests  were  Involved  In  organizing  sugar 
workers  for  the  Communists.  Years  before, 
the  PKP.  the  old  Communist  party,  had 
tried  to  organize  these  workers  but  had 
been  quickly  thrown  off  the  isolated  hacien- 
das where  the  sugar  workers  lived.  Said  one 
participant  in  that  old  struggle:  "We  failed 
completely. "  But  the  new  CPP  succeeded: 
"When  priests  come  to  organize  the  workers 
under  the  banner  of  religion,  better  yet 
when  the  priests  are  Australian  or  Irish.  It's 
easy.  The  landlords  will  never  think  that 
this  Is  a  Communist  organization.  But  that 
Is  what  happened;  the  Basic  Christian  Com- 
munities [organized  by  the  priestsl  in 
Negros  became  the  infrastructure  of  the 
NPA." 

One  account  of  how  the  CPP  has  infiltrat- 
ed and  seized  control  of  Church  organiza- 
tions In  the  Philippines  Is  the  testimony  of 
the  late  Father  Edgardo  Kangleon.  Father 
Kangleon  was  deeply  involved  in  the  Com- 
munist-party network  operating  Inside  the 
Roman  Catholic  Church  on  the  Island  of 
Samar.  After  being  arrested,  he  had  a 
change  of  heart  and  consented  to  have  a 
dialogue  with  Defense  Minister  Juan  Ponce 
Enrlle  in  front  of  three  Catholic  bishops. 

Kangleon  talked  freely  about  how  the 
Communists  and  a  few  trusted  members  of 
front  groups  had  taken  virtually  complete 
control  of  the  Church's  social-action  pro- 
grams in  Samar.  Church  programs  ostensi- 
bly aimed  at  helping  peasants,  fishermen, 
and  Illiterates  were  In  reality  Initiated  and 
controlled  by  the  Communist  party,  said 
Kangleon.  "We  geared  these  programs 
toward  our  own  motives."  Applications  for 
financial  help  from  Philippine  and  foreign 
agencies  were  passed  through  a  regional  or- 
ganization, the  Vlsayan  Secretariat  for 
Social  Action,  where  other  Communists  for- 
warded them  with  a  favorable  recommenda- 
tion to  potential  donor  organizations. 

The  same  thing  Is  happening  today  to  a 
greater  or  lesser  extent  in  every  region  of 
the  Philippines.  It  seems  that  no  one  in  the 
Marcos  regime  or  even  In  the  CPP  has  a 
good  estimate  of  the  total  amount.  But  no 
one  doubts  that  hundreds  of  thousands, 
quite  possibly  millions,  of  dollars  from 
abroad  are  flowing  into  Communist-con- 
trolled organizations  and  projects  in  the 
Philippines.  One  Intelligence  analyst  esti- 
mates that  Church-related  organizations  in 
Western  Europe  alone  last  year  donated 
$750,000  to  Communist-controlled  organiza- 
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tlons  under  the  umbrella  of  the  Roman 
Catholic  Church.  But  that  is  only  a  semi- 
educated  guess. 

Despite  the  great  inroads  that  the  Com- 
munists have  made  in  the  Catholic  Church 
since  Christians  for  National  Liberation  was 
formed  in  February  1972.  the  Church  as  a 
whole  is  still  far  from  being  pro-Communist. 
Less  than  10  percent  of  the  country's  14.000 
priests  and  nuns  belong  to  the  CNL:  most,  if 
asked  point  blank,  would  say  they  are  op- 
posed to  Communism.  But  this  rank-and-file 
majority,  now  deeply  disillusioned  with  the 
Marcos  regime,  has  failed  to  come  up  with 
any  coherent  political  stance  that  is  both 
anti-Marcos  and  anti-Communist. 

Thus  the  majority  is  easily  cowed  by  the 
pro-Commimist  minority,  even  most  con- 
servative bishops  now  try  to  ignore  pro- 
Communist  activism  among  their  priests, 
just  as  they  themselves  refrain  from  making 
anti-Communist  statements.  In  fact,  the 
Church  majority  has  been  bullied  into  such 
a  flaccid  neutrality  regarding  the  Commu- 
nists that  it  was  an  unusual,  newsworthy 
event  this  summer  when  the  Archbishop  of 
Zamboanga.  Francisco  Cruces,  pleaded  that 
publicity  given  to  NPA  atrocities  be  as  ex- 
tensive as  publicity  given  to  military  atroc- 
ities. 

There  is  little  immediate  prospect  that 
the  Church  will  come  to  grips  with  the 
Communist  challenge.  Instead,  the  implicit 
policy  of  the  Church  hierarchy,  from  the 
Archbishop  of  Manila,  Jaime  Cardinal  Sin, 
to  the  lowliest  provincial  bishop,  is  to  main- 
tain a  state  of  ignorance  about  the  CPP 
presence  inside  the  Church.  Cardinal  Sin,  in 
particular,  is  known  to  place  the  survival  of 
a  unified  Catholic  Church  above  almost  ev- 
erything else.  If  he  were  to  launch  a  com- 
prehensive examination  of  the  CPP  pres- 
ence in  the  Church,  he  would,  to  borrow  a 
Marxist  term,  he  heightening  the  contradic- 
tions within  the  Church,  and  possibly  pre- 
cipitating a  crisis. 

V 

Back  in  1976.  the  Communists  did  not 
seem  to  pose  much  of  a  threat  to  the 
Church,  or  to  any  other  institution  in  the 
Philippines.  On  June  25,  1976,  after  the 
CPP  leadership  had  spent  months  analyzing 
the  failure  of  the  party  and  the  NPA  to 
make  significant  gains,  the  CPP  issued  a 
cautious  new  position  paper.  Although  it 
has  apparently  been  circulated  only  clandes- 
tinely and  in  mimeographed  form.  Our 
Urgent  Tasks  remains  one  of  the  key  docu- 
ments in  the  CPP's  history.  It  would  also 
prove  to  be  the  last  important  party  paper 
written  by  Sison  before  his  arrest. 

Although  Tasks  brimmed  with  Sison's 
rhetorical  optimism  (  "the  soil  for  the  revo- 
lutionary antifeudal  movement  and  armed 
struggle  in  the  countryside  is  more  fertile 
than  ever  before"),  the  overall  mtssage  was 
glum.  The  Marcos  regime  was  killing  or  ar- 
resting NPA  guerrillas  and  CPP  cadres  at  a 
rapid  rate.  There  had  been  hardly  any  net 
growth  in  party  membership  since  1973.  The 
party  remained  a  smril  organization,  per- 
haps 3,000  members,  who  were  almost  all 
one-time  student  radicals  and  other  educat- 
ed Fillipinos  from  the  middle  and  upper 
classes.  In  fact,  most  party  members  then 
seem  to  have  been  former  members  of  KM, 
the  radical  youth  organization,  or  had  been 
recruited  by  KM  members.  The  party  of  the 
masses  it  definitely  was  not.  As  Tasks 
almost  plaintively  stated:  "We  must  increase 
the  number  of  party  members  who  are  of 
worker  and  peasant  status.  In  this  regard, 
we  must  keep  in  mind  that  we  do  not  wish 
to  be  an  exclusively  cadre  party." 
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With  false  bravado,  the  Tasks  paper  de- 
clared that  "in  no  year  [since  19681  has  the 
enemy  struck  down  more  than  5  percent  of 
the  party."  Even  taken  at  face  value,  this 
was  an  admission  that  as  many  as  two-fifths 
of  the  Filipinos  who  had  joined  the  CPP 
since  1968  had  been  killed.  But  few  of  these 
deaths  occurred  among  the  large  number  of 
party  members  who  had  remained  in  the 
towns  and  cities.  What  Sison  was  really  ad- 
mitting was  that  the  many  party  members 
fighting  with  the  NPA  were  dying  like  flies. 

One  of  the  key  problems  then  faced  by 
the  NPA  was  its  lack  of  modem  rifles.  On 
that  score,  the  party  document  was  more 
hortatory  than  helpful:  "We  make  sure  that 
at  the  core  of  such  weapons  as  bolos  [a  ma- 
chete-like knife],  spears,  bows  and  arrows, 
and  homemade  explosives  are  good  guns." 
And  if  that  is  not  possible,  then  "a  full 
enemy  squad  .  .  .  caught  by  surprise  .  .  .  can 
be  easily  overpowered  by  our  militia  with 
bolos  or  even  with  bare  hands." 

The  bottom-line  advice  Our  Urgent  Tasks 
had  for  the  NPA  was  to  avoid  military 
action  as  much  as  possible  and.  instead, 
return  to  the  task  of  consolidating  control 
over  rural  base  areas  in  remote  parts  of  the 
country.  Only  after  there  is  "painstaking 
work"  and  "solid  organizational  work,"  said 
Sison,  should  the  NPA  attempt  military 
action.  Cautioned  the  CPP  strategist:  "We 
can  advance  only  step  by  step." 

The  NPA  proceeded  to  build  those  secure 
base  areas  with  a  vengeance.  "Solid  organi- 
zational work"  soon  came  to  mean  the  total 
mobilization  and  control  of  the  people  in 
the  base  areas.  This  is  how  the  Communist- 
party  publication.  Ang  Bayan,  described 
what  was  happening  to  civilians  in  NPA 
areas  by  the  late  1970's: 

"In  the  guerrilla  fronts,  the  day-to-day 
work  of  the  masses  includes  giving  material 
support  to  the  people's  army,  keeping  the 
enemy  under  surveillance,  and  helping  to 
safeguard  the  security  of  the  revolutionary 
forces.  The  people  also  participate  in  mili- 
tary operations  carried  out  by  the  guerrilla 
units.  They  also  play  an  important  role  in 
exposing  and  punishing  enemy  spies." 

Many  such  "civilians '  forced  by  the  NPA 
into  semi-conbatant  roles  were  among  the 
first  victims  when  the  military  came  hunt- 
ing the  guerrillas.  It  was  classic  guerrilla- 
warfare  strategy:  coop  civilians  and  put 
them  between  you  and  the  government's 
armed  forces.  Their  deaths  have  continued 
to  provide  grist  for  the  mills  of  groups  like 
Task  Force  Detainees. 

But  there  was  another  reason  why  the 
NPA  had  concluded  by  the  mid-1970's  that 
it  had  to  be  ruthless  in  asserting  control 
over  the  guerrilla  base  areas.  In  Mindanao 
Party  Situation  and  Policies,  another  CPP 
document  issued  about  the  same  time  as 
Our  Urgent  Tasks,  guerrilla  leaders  blamed 
their  losses  on  their  failure  to  kill  "bad  ele- 
ments" and  "local  government  informants." 
What  the  NPA  had  to  confront  was  the  fact 
that,  unlike  virtually  all  Communist  guerril- 
la movements  that  had  ever  achieved  victo- 
ry, it  had  no  completely  secure  base  area  or 
sanctuary.  There  was  no  friendly  foreign 
territory  just  across  an  international  boimd- 
ary  where  its  guerrillas  could  flee  when  the 
fighting  got  particularly  heavy.  Nor  did  it 
have  a  remote  base  inside  the  country  like 
Mao's  Yenan  that  government  troops  could 
not  penetrate.  Instead,  to  this  day.  there  is 
no  NPA  base  area  anywhere  in  the  Philip- 
pines that  a  large  contingent  of  government 
troops  could  not  penetrate  and  occupy  if  it 
wished  to.  Since  the  NPA  cannot  depend  on 
territory,    there    is    nowhere    the    enemy 


cannot  come,  the  NPA  has  to  make  certain 
there  is  no  one  who  might  talk  to  the  enemy 
when  he  arrives. 

The  literally  terrifying  solution  that  the 
party  and  the  NPA  came  up  with  was  to 
demonstrate  their  willingness  to  kill  anyone 
who  might  possibly  hinder  the  consolidation 
of  their  base  areas.  A  defender  of  the  NPA 
might  say  that,  forced  by  military  realities, 
the  NPA  terrorized  the  rural  population. 
The  NPA  killed  real,  possible,  and  even,  in 
its  view,  potential  informers.  It  killed  at  the 
slightest  pretext  just  to  demonstrate  its 
power  and  coldbloodedness.  In  Bukidnon 
province,  for  instance,  we  have  first-hand 
accounte  of  the  NPA  killing  a  man  solely  be- 
cause he  once  bragged  that  he  had  no  fear 
of  the  NPA  and.  in  another  town,  killing 
two  men  because,  the  guerrillas  announced 
afterward,  they  had  maintained  mistresses. 
There  are  also  countless  second-hand  ac- 
counts that  make  it  clear  that  the  NPA  is 
less  interested  in  whom  it  kills  than  in  dem- 
onstrating to  a  cowed  populace  that  it  is 
ready  to  kill. 

The  NPA's  new  ruthlessness  was  endorsed 
by  the  top  CPP  leadership.  The  party  in 
effect  told  the  NPA  that  it  should  feel  free 
to  kill  anyone  it  felt  it  was  necessary  to  kill. 
By  including  on  the  death  list  "unreformed 
bad  elements  who  hinder  the  development 
of  the  revolutionary  movement  in  the 
bairio,"  the  CPP  was  giving  the  NPA  virtual 
carte  blanche.  If  that  was  riot  subjective 
enough.  Ang  Bayan  (December  31.  1980) 
seemed  to  suggest  that  any  killing  was  per- 
missible if  a  village  mob  approved: 

"What  kind  of  criminals  are  meted  out 
the  death  penalty  by  the  revoluntionary 
movement?  The  masses  clearly  express  the 
answer  to  this  by  their  feeling  of  relief 
every  time  a  "demonyo"  (enemy  spy)  or 
some  other  bad  element  is  given  capital 
punishment  by  the  NPA.  .  .  .  The  crimes  of 
these  bad  elements  vary  but  these  are  all  so 
grave  as  to  warrant  death  as  a  just  penalty. " 

In  this  period  of  reconsolidation.  NPA 
guerrilla  bands  gravitated  neither  to  the 
poorest  areas  in  the  Philippines  nor  to  those 
areas  where  military  abuses  were  necessar- 
ily the  greatest.  Instead,  the  NPA  sunk  new 
roots  into  remote  and  isolated  areas  where 
the  government  and  the  military  had  little 
if  any  effective  presence  and  authority.  The 
interior  of  the  island  of  Samar  was  one  of 
these  vacuum  areas:  Davao  del  Norte,  a 
province  in  eastern  Mindanao,  was  another. 

It  was  in  Davao  del  Norte  that  I  learned 
what  the  NPA  had  become.  By  the  late 
1970's  the  NPA  was  well  on  its  way  to  taking 
effective  control  of  much  of  the  province. 
The  center  of  NPA  strength  was  the  munici- 
pality (equivalent  in  size  to  a  large  U.S. 
county)  of  San  Vicente,  still  known  to  its  in- 
habitants by  its  previous  name,  Laac.  There, 
in  late  1981.  the  Philippine  military  finally 
reacted  to  the  NPA's  gains  by  setting  up 
variations  of  strategic  hamlets.  They  forced 
farm  families  in  small  settlements  to  dis- 
mantle their  houses  and  rebuild  them  in  the 
municipality's  larger  towns  where  small 
military  units  were  posted  to  stand  guard. 
The  military's  aim  was  to  isolate  the  NPA 
guerrillas  from  their  support  base.  The 
move,  which  appeared  to  be  a  pilot  project, 
alarmed  the  Communist  party;  clandestine 
CPP  publications  >.ad  long  warned  that 
hamletization  represented  a  dire  threat  to 
the  NPA. 

So  the  Communists  decided  to  launch  a 
concerted  propaganda  campaign  aimed  at 
portraying  the  hamlets  as  a  rank  injustice 
foisted  on  an  unwilling  population.  The  first 
two  journalists  invited,   indirectly  by  the 
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Communists,  to  visit  San  Vicente,  where 
they  could  be  expected  to  write  unfavorably 
on  the  hamlets,  were  a  good-hearted  mis- 
sionary-journalist, who  had  great  sympathy 
for  the  far  Left,  and  myself. 

By  then  I  had  reported  several  stories 
from  the  Philippines  that  reflected  harshly 
on  the  Marcos  regime,  several  of  which  had 
been  attacked  by  the  Pro-Marcos  press  in 
Manila.  The  best-known  article,  provocative- 
ly headlined  by  Time  "Pacific  Powderkeg" 
(September  24,  1979),  may  have  been  the 
first  comprehensive  portrait  in  a  major  U.S. 
media  outlet  of  the  decay  that  was  besetting 
the  Marcos  regime  and  the  country  at  large. 
Reports  of  this  kind  had  given  me  substan- 
tial access  to  Communists  and  their  fellow- 
travelers.  They  seemed  to  think  that  I  was 
their  sort  of  reporter. 

Not,  as  it  turned  out,  in  Davao  del  Norte. 
This  was  so  despite  reporting  conditions 
heavily  skewed  in  favor  of  the  guerrillas.  A 
pro-NPA  group  accompanied  me  virtually 
everywhere.  The  interpreter  for  all  my 
interviews  with  local  farmers  was  very  close 
to.  probably  a  member  of,  the  Communist 
party.  (An  unqualified  statement  of  CPP 
membership  is  hard  to  come  by;  member- 
ship status  is  so  secret  that  fellow  members 
are  forbidden  to  acknowledge  membership 
to  one  another  unless  they  have  been  direct- 
ed to  work  together.)  But  one  advantage  I 
did  have  was  that  many  of  the  peasants  I 
talked  to  addressed  me  as  "father,"  believ- 
ing I  was  a  Catholic  missionary  in  whom 
they  could,  presumably,  confide.  The  peas- 
ants were  not  parroting  anybody's  line:  they 
were  obviously  relieved  that  the  guerrillas 
had  fled,  but  they  seemed  wary  of  the  mili- 
tary who  were  the  powers-that-be.  All  con- 
versations were  held  well  out  of  sight  of 
military  personnel. 

E^verywhere  we  went,  the  story  was  the 
same.  The  area  was  relatively  well  off;  most 
farmers  worked  their  own  small  landhold- 
Ings.  Until  a  few  months  before,  there  had 
been  no  significant  military  abuses:  in  fact, 
the  area  had  generally  been  ignored  by  the 
authorities.  There  was  no  real  government 
presence  except  in  the  poblacion  (central 
town)  of  San  Vicente.  Roads  were  no  better 
than  dirt  tracks,  increasing  the  isolation  of 
the  area.  The  NPA  had  moved  in  just  a  few 
years  before  and  had  already  killed  scores  of 
people.  In  the  sitio  of  Linumbaan,  a  small 
village  of  83  families,  an  NPA  supporter  and 
resident  told  us,  the  NPA  had  killed  20 
people  in  the  village  and  immediate  sur- 
rounding area.  The  killings  he  described 
were  aimed  at  demonstrating  the  NPA's 
power  more  than  anything  else.  The  NPA, 
he  said,  had  killed  people  who  had  spoken 
out  against  the  guerrillas.  It  had  killed  a 
woman,  whom  the  villagers  referred  to 
simply  as  Tomboy,  solely  because  she  was  a 
reputed  lesbian.  At  another  sitio  that  was 
home  to  72  families,  the  NPA  had  killed  two 
local  people  in  the  past  two  years.  Villagers 
said  the  NPA  had  steadily  raised  "revolu- 
tionary taxes"  that  were  paid  in  cash  and 
food. 

The  NPA  has  set  up  forced-labor  plots  in 
some  locations;  local  farmers  had  no  choice 
but  to  work  a  three-day  stint  on  them  every 
few  weeks.  Nearly  all  the  produce  from  the 
plots  was  appropriated  by  the  guerrillas;  a 
small  amount  was  apparently  put  in  collec- 
tive storage  for  the  entire  village. 

In  three  separate  interviews,  local  farmers 
summed  up  the  NPA's  methods  by  slicing 
their  hands  across  their  throats,  graphically 
conveying  their  firm  belief  that  they  would 
have  been  killed  if  they  had  not  complied 
with  the  NPA's  demands. 


VI 

While  the  NPA  was  resorting  to  increas- 
ingly brutal  methods  in  the  latter  half  of 
the  1970's.  an  almost  complete  turnover  was 
not  so  coincidentally  under  way  in  the  Com- 
munist-party leadership.  Starting  in  the 
mid-1970's.  members  of  the  KM  generation 
of  leaders  began  to  be  killed  or  captured. 
Names  well  known  in  Philippine  radical  cir- 
cles—Ocampo,  Cprpuz,  Jopson— fell  one  by 
one.  And  on  November  10,  1977,  the  party 
chairman  himself.  Jose  Maria  Sison.  was 
captured.  Bison's  comrade  and  top  military 
man,  Bernabe  Buscayno.  had  been  captured 
more  than  a  year  earlier. 

During  this  period,  a  gloating  President 
Marcos  publicly  declared  that  the  elimina- 
tion of  the  top  party  leaders  had  broken  the 
Communist  movement.  Even  today,  Marcos 
is  fond  of  rolling  out  statistics  on  how  many 
CPP  and  NPA  leaders  have  been  killed  or 
jailed.  He  apparently  still  does  not  under- 
stand that  the  ability  of  the  CPP  and  the 
NPA  to  survive  these  repeated  setbacks  and 
then  to  continue  growing  under  a  new  corps 
of  leaders  is  compelling  evidence  of  the 
Communists'  strength,  ^discipline,  and  resil- 
ience. 

At  a  central  committee  meeting  in  Janu- 
ary 1977.  ten  months  before  Sison  was  cap- 
tured. Salas  had  reportedly  already  been 
designated  as  Sisons  successor.  In  any 
event,  he  was  quickly  and  formally  elected 
party  head  in  early  1978.  capping  a  meteoric 
rise  in  the  ranks  of  the  CPP. 

Bom  in  the  province  of  Pampanga  on  De- 
cember 23.  1947,  he  went  to  high  school  in 
Angeles  City,  the  prosperous  next-door 
neighbor  of  Clark  air-force  base.  He  arrived 
on  the  campus  of  the  University  of  the  Phil- 
ippines (UP)  in  1965  where  he  sti.dled  math- 
ematics and  then  chemical  e.  gineering. 
Soon  caught  up  in  radical  studei.'  politics. 
Salas  is  said  to  have  been  recrultec  into  the 
Communist  orbit  by  Sison  himself.  Techni- 
cally this  made  Salas  a  member  of  L  ""s  KM 
generation  of  radicals.  But  Salass  •  mtem- 
porarles  on  the  UP  campus  In  tht  1960's 
now  say  that  he  was  an  unassuming  fellow 
who  was  never  part  of  the  inner  circle  of 
student  leftists.  By  most  accounts  it  was 
only  after  leaving  the  university  and  going 
underground  that  Salas  became  Important 
In  the  party. 

Even  today,  as  the  undisputed  leader  of 
the  Communist  Insurgency,  Salas  does  not 
leave  a  vivid  impression  with  Filipinos  out- 
side the  CPP  who  occasionally  meet  with 
him  surreptitiously.  They  describe  him  as  a 
man  of  ordinary  appearance  ("except  for  his 
ears,  which  stick  out  and  make  him  look  like 
Alfred  E.  Neuman. "  said  one  opposition  poli- 
tician). He  speaks  quietly  and  exudes  self- 
confidence. 

With  no  claims  to  being  an  intellectual 
like  Sison.  Salas  developed  a  reputation  as  a 
good  underground  organizer  and  a  daring 
military  tactician.  He  was  conducting  mili- 
tary actions  like  the  Subic  Bay  ambush  at  a 
time  when  the  NPA  nationwide  had  only  a 
few  modern  gims.  Although  he  was  arrested 
in  June  1973.  he  soon  escaped.  Salas  was 
given  the  powerful  post  of  party  chairman 
for  Central  Luzon  and  was  reportedly  al- 
ready in  charge  of  party-building  nation- 
wide when  he  became  the  leader  of  the 
entire  CPP. 

Once  he  was  chairman.  Salas  Immediately 
began  putting  his  stamp  on  the  party.  Sison. 
the  poet.  Maoist  Intellectual,  and  grand 
strategist,  had  placed  great  emphasis  on  ide- 
ological correctness  and  procedural  purity. 
But  Salas,  the  engineer  and  military  tacti- 
cian, though  no  less  radical  than  Sison  In 


his  ultimate  political  goals,  seems  from  the 
beginning  to  have  been  much  more  con- 
cerned with  ends  than  with  means.  What- 
ever was  required  to  win  the  struggle  for 
power  was  justified.  It  was  Salas.  for  in- 
stance, who  WTOte  or  at  least  authorized 
those  party  statements,  issued  since  the  late 
1970's.  which  establish  and  defend  the 
party's  carte-blanche  policy  toward  the  kill- 
ing of  civilians  In  NPA  guerrilla  base  areas. 
The  first  whiff  of  the  new  opportunism 
came  In  1978  when  a  CPP  directive  author- 
ized local  party  leaders  to  jettison  strict  pro- 
cedures set  up  during  Sison's  leadership  for 
the  careful  screening  and  training  of  pro- 
spective party  members  before  they  were 
admitted  to  the  CPP.  For  the  sake  of  party- 
building,  the  new  directive  stated,  instant 
memberships  could  now  be  granted  In  areas 
where  the  party  was  just  starting  to  orga- 
nize. 

In  the  late  summer  of  1980,  members  of 
the  Communist  party's  central  committee 
gathered  at  a  temporary  hideout  In  the 
foothills  near  the  Bicol  town  of  Daet.  It  was 
a  typical  central-committee  plenum,  with  in- 
tense discussion  lasting  for  weeks.  The 
meeting  ended  with  agreement  on  a  growth 
plan  that  reflected  Salas's  ambition  to  speed 
up  the  revolution.  Party  membership,  then 
totaling  8,000,  was  to  be  tripled  and  NPA 
strength,  then  just  a  few  thousand,  was  to 
be  doubled  over  the  next  three  years.  The 
party's  plans  for  Mindanao  were  particular- 
ly ambitious.  The  number  of  guerrilla  fronts 
on  the  Island  was  to  be  Increased  to  14  by 
1984,  even  though  there  were  only  five  in 
existence  at  the  end  of  1980. 

For  the  party,  the  timing  of  the  decision 
to  launch  a  major  expansion  effort  could 
not  have  been  better.  The  Philippine  econo- 
my had  begun  to  unravel  In  1979  due  in  part 
to  the  second  oil  crisis  that  hit  Third  World 
oil  Importers  like  the  Philippines  particular- 
ly hard.  Unlike  the  aftermath  of  the  1973 
crisis,  the  Philippines  could  not  borrow  or 
export  Its  way  out  of  Its  problem.  There  was 
no  new  flood  of  credits  for  economies  as 
badly  managed  as  the  Philippines  and  there 
was  no  new  surge  in  commodity  prices.  In 
fact,  the  prices  of  sugar  and  coconut  oil.  two 
key  exports  for  the  Philippines,  were  in  the 
basement. 

But  the  lion's  share  of  the  credit  for  the 
economic  collapse  was  due  to  the  corrupt 
and  wasteful  economic  policies  of  the 
Marcos  regime  that  were  finally  coming 
home  to  roost.  Businesses  run  by  Marcos 
cronies  and  propped  up  by  billions  of  dollars 
In  government  loans  went  bankrupt,  some 
because  of  incompetence,  others  because" 
the  cronies  had  looted  their  own  companies. 
Institutions  that  might  have  helped  the 
Philippines  weather  the  storm  had  been 
crippled  by  Marcos.  The  legislature  had 
been  abolished,  the  judiciary  deeply  com- 
promised, the  military  politicized,  the  Inde- 
pendent business  sector  cronylzed. 

With  no  jobs  luring  Filipinos  from  the 
countryside  to  the  cities  and  newly  unem- 
ployed Filipinos  returning  to  the  villages 
where  there  was  a  better  chance  of  eating 
regularly,  the  agricultural  labor  force  sud- 
denly began  to  balloon.  There  was  an  In- 
crease of  at  least  three  million,  or  34  per- 
cent, from  1979  to  1984,  according  to  govern- 
ment statistics.  Suddenly,  the  NPA  was 
awash  In  potential  recruits,  but  they  were  a 
new  breed.  For  years,  the  core  of  the  NPA 
had  been  young  educated  Communists  from 
the  cities  who  completely  dominated  the 
local  recruits,  best  described  as  members  of 
the  rural  lumpenproletarlat.  The  newcom- 
ers flooding  into  the  NPA  were  acting  pri- 
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marlly  out  of  economic  necessity,  not  ideo- 
losrical  conunitment.  but  they  were  able  to 
feel  right  at  home.  Under  Salas  the  CPP 
and  the  NPA  had  been  paying  less  attention 
to  ideology,  and  more  to  achieving  victory; 
to  collecting  more  money  and  guns  to  make 
that  victory  possible;  and  to  cutting  down 
anyone  who  miKht  stand  in  the  way. 

Inevitably,  the  new  circumstances  created 
a  new  kind  of  guerrilla  leader.  No  one  per- 
sonifies this  change  better  than  Romulo 
(Roily)  Kintanar.  who  today  is  the  single 
most  powerful  guerrilla  leader  in  the  Philip- 
pines. The  party  dispatched  Roily  Kintanar 
to  Mindanao  in  late  1974  or  early  1975. 
about  the  time  the  NPA  on  the  island  had 
been  reduced  to  a  pitiful  handful  of  seven 
men  with  seven  guns.  Kintanar  was  initially 
charged  with  giving  military  training  to  new 
and  existing  NPA  guerrillas.  But  he  quickly 
emerged  as  the  key  military  tactician  and 
commander  in  the  NPA,  building  up  NPA 
forces  in  Mindanao  from  a  total  of  seven 
gun-carriers  in  1975  to  about  100  by  the  end 
of  1976. 

It  was  Kintanar.  according  to  some  re- 
ports, who  perfected  the  NPA's  solution  to 
its  critical  shortage  of  guns:  he  created  and 
trained  small  hit  squads,  which  assassinated 
policemen  and  military  personal,  often  on 
crowded  streets,  and  stole  their  guns. 

When  the  economic  crisis  hit  the  Philip- 
pines, it  hit  conunodity-dependent  Min- 
danao the  hardest.  And  no  guerrilla  leader 
was  more  ready  than  Kintanar  to  exploit 
the  new  circumstances,  and  transform  the 
insurrection  from  an  ideological  to  an  eco- 
nomic one.  Today.  Mindanao  is  home  to  sev- 
eral thousand  NPA  guerrillas  and.  thanks 
more  to  Kintanar  than  to  anyone  else,  the 
island  has  become  the  nemesis  of  the  Armed 
Forces  of  the  Philippines  just  as  Sison  envi- 
sioned. 

Kintanar's  success  did  not  immediately 
endear  him  to  the  national  party  leadership. 
He  was  repeatedly  passed  over  for  top  party 
positions  in  Mindanao  and  was  not  even  ad- 
mitted to  the  central  committee  until  1979. 
when  Salas  was  firmly  in  control.  There  is 
no  mystery  about  why  the  old  generation  of 
party  leaders  in  particular  were  not  eager  to 
embrace  their  military  genius  in  the  south. 
The  most  positive  comment  heard  about 
Kintanar  in  leftist  circles  is  that  "he's  a 
first-rate  military  commander  who  doesn't 
know  anything  about  political  ideology. " 
Others  are  not  to  charitable,  describing  him 
as  "a  warlord  who's  operating  a  massive  pro- 
tection racket"  and  "a  psychotic  .  .  .  who 
loves  to  put  a  bandanna  around  his  fore- 
head and  then  go  out  and  kill  people." 

The  number  of  would-be  guerrillas  need- 
ing to  t>e  equipped  and  fed  has  continued 
growing  faster  in  Mindano  than  in  other 
parts  of  the  Philippines.  This  created  an 
economic  crisis  for  the  NPA  because  it  was 
already  coming  close  to  exhausting  in  tradi- 
tional "tax  base. "  For  years,  the  NPA's  rural 
guerrillas  had  been  demanding  what 
amounted  to  protection  money  from  the  op- 
erators of  mines,  logging  camps,  plantations, 
and  ranches.  Those  refusing  to  pay  had 
either  to  hire  their  own  private  armies  to 
keep  the  NPA  at  bay  or  to  wait  for  the  guer- 
rillas' tax-enforcement  bureau  to  show  up 
and  drive  ore-carrier  trucks  off  cliffs,  bum 
logging  equipment,  or  rustle  cattle. 

Most  businessmen  paid,  reluctantly  but 
without  any  great  sense  of  outrage.  After 
all,  in  Mindanao,  payoffs  to  political  lead- 
ers, military  officers,  and  sometimes  crimi- 
nal bosses  had  long  been  considered  part  of 
the  cost  of  doing  business.  But  as  NPA 
"taxes"  rose,  some  of  the  taxpayers  said 


they  were  being  driven  out  of  business.  A 
few  of  the  more  reasonable  NPA  leaders  ac- 
tually sent  accountants  who  were  CPP 
members  to  examine  the  books  of  some  of 
the  businessmen  who  were  pleading  poverty 
and  waived  taxes  if  it  was  shown  they  were 
losing  money. 

Kintanar's  solution  was  to  start  collecting 
taxes  in  Davao,  the  sprawling  city  of  an  esti- 
mated million  people  on  Mindanao's  east 
coast.  Businessmen  who  did  not  comply 
might  be  kidnapped;  storeowners  risked 
having  their  stores  bombed  or  vandalized  in 
the  night.  Kintanar  dispatched  NPA 
gunmen  into  Davao  to  enforce  tax  collection 
and  to  collect  a  commodity  even  more  pre- 
cious to  the  NPA  than  money— guns  to  arm 
the  countless  would-be  guerrillas  in  the 
area.  Over  the  past  few  years,  dozens  of  po- 
licemen have  been  shot  and  killed  in  the 
streets  of  Davao  by  NPA  hit  men  who  grab 
their  guns  and  race  away. 

To  kill  policemen  and  enforce  his  protec- 
tion rackets,  Kintanar  has  drawn  around 
him  a  bunch  of  thugs  who  are  a  world  apart 
from  the  campus  Maoists  who  launched  the 
revolution  seventeen  years  ago.  In  their 
hideouts,  the  walls  sport  posters  not  of  Mao 
but  of  Charles  Bronson,  for  them  a  symbol 
of  macho  violence.  Says  a  Davao  City  resi- 
dent with  leftist  sympathies:  "These  people 
aren't  good  Communists."  But  the  national 
Communist  party  leadership  no  longer 
seems  to  care.  Kintanar's  boys  are  doing 
their  job:  Davao  continues  to  slip  slowly  out 
of  the  Marcos  regime's  control  and  business 
is  grinding  to  a  halt. 

All  the  available  evidence  suggests  that 
Kintanar  launched  urban  guerrilla  warfare 
in  Davao  City  despite  the  deep  misgivings,  if 
not  the  outright  opposition,  of  the  CPP's 
national  leadership.  Underground  party 
publications  long  ignored  what  was  happen- 
ing in  the  city.  Then  they  began  running 
the  occasional  article  endorsing  urban  guer- 
rilla warfare  in  principle  but  stressing  that 
the  time  was  not  yet  ripe. 

Some  Filipinos  on  the  Left  argue  that 
Kintanar  at  that  time  was  ignoring  CPP  di- 
rectives and  was  on  the  verge  of  becoming 
an  independent  warlord  or  bandit  leader. 
But  recently  the  national  party  leadership 
seems  to  have  decided  that,  thug  or  no  thug, 
Kintanar  is  one  of  them.  Kintanar  has  been 
promoted;  he  was  recently  named  head  of 
the  NPA's  central  military  staff  and  of  its 
national  operational  command.  CPP  publi- 
cations are  now  endorsing  urban  guerrilla 
warfare  in  general  terms  and  are  reporting 
favorably  on  what  they  have  dubbed  the 
NPA's  Armed  City  Partisans  (ACP's).  The 
ACP's  are  essentially  hit  men  and  saboteurs. 
Previously,  the  euphemism  used  by  the 
NPA  for  its  assassins  in  both  city  and  coun- 
tryside was  "sparrow  units."  In  the  good  old 
days,  they  were  simply  members  of  "liquida- 
tion squads." 

At  the  same  time,  party  leaders  may  be 
trying  to  cut  Kintanar  off  from  his  power 
base.  While  the  new  job  titles  sound  impres- 
sive, it  is  uncertain  how  much  real  power 
they  carry  with  them.  The  jobs  could  keep 
him  in  metropolitan  Manila,  or  the  prov- 
inces just  north  of  the  capital,  where  the 
underground  headquarters  of  the  CPP  and 
the  NPA  are  believed  to  be  located.  Either 
place  is  far  from  his  base  in  southern  Min- 
danao. The  party  also  seems  to  be  trying  to 
reduce  the  independence  of  Kintanar  and 
any  other  would-be  guerrilla  warlords  by  or- 
dering that  large  ManUa-based  companies 
with  logging,  mining,  or  other  business  oper- 
ations in  the  provinces  pay  their  "revolu- 
tionary   taxes"    to   representatives   of   the 


party  in  Manila  and  not  to  local  NPA  lead- 
ers. ' 

These  efforts  by  the  national  party  lead- 
ership to  maintain  strong  central  control 
are  consistent  with  the  entire  history  of  the 
CPP.  Although  the  party  encourages  local 
CPP  and  NPA  leaders  to  use  their  initiative 
in  formulating  tactics  and  carrying  out  op- 
erations, it  has  always  acted  like  a  classic 
Communist  party  in  demanding  total  adher- 
ence of  its  members  to  the  party  hierarchy 
and  to  official  party  policy. 

This  insistence  on  unity  and  discipline 
helps  explain  the  marathon  meetings  where 
top  party  leaders  will  often  spend  weeks 
thrashing  out  policy  and  personal  differ- 
ences before  reaching  an  ironclad  consensus 
which,  from  that  isoint  on,  is  considered  un- 
breachable.  It  also  explains  why  the  CPP 
commits  substantial  resources  to  maintain- 
ing an  extensive  courier  network  so  that 
party  communications  can  flow  quickly 
from  one  end  of  the  archipelago  to  the 
other.  In  addition,  the  party  leadership  is 
constantly  reassigning  party  cadres  to  vari- 
ous parts  of  the  country  to  counter  the  re- 
gionalist  tendencies  that  are  historically  so 
strong  in  the  Philippines. 

Because  the  CPP  is  secretive  to  the  point 
of  paranoia  about  its  affairs,  and  because  it 
almost  never  gives  its  leaders  any  public  ex- 
posure, many  otherwise  well-informed  Fili- 
pinos strongly  doubt  that  a  cohesive  nation- 
al Communist  party  even  exists.  This  was 
the  consensus,  for  instance,  of  a  group  of 
Philippine  legislators,  representing  both  the 
government  and  opposition  parties,  who  re- 
cently visited  Washington.  Their  collective 
view  was  that  the  NPA  guerrillas  in  various 
parts  of  the  country  are  effectively  autono- 
mous groups  that  have,  at  best,  tenuous  ties 
with  each  other. 

Only  a  few  Filipinos  are  better  informed. 
Another  recent  visitor  to  Washington, 
Jaime  Ongpin,  the  chief  executive  of  the 
Philippines'  leading  mining  company,  Ben- 
guet,  has  no  doubt  about  the  centralized 
nature  of  the  party.  He  said  that  guerrillas 
harassing  his  company's  operations  in  Min- 
danao knew  precisely  how  Benguet  had  han- 
dled similar  harassment  at  another  compa- 
ny operation  in  northern  Luzon,  several 
hundred  miles  away. 

VII 

The  Philippine  Communists  are  not 
waging  revolution  only  through  the  out- 
lawed New  People's  Army.  They  are  also 
stepping  up  their  efforts  to  topple  the 
Marcos  regime  by  using  an  ever-changing 
network  of  tightly  controlled  but  legal  front 
groups.  And  as  Communist  power  grows 
both  underground  and  aboveground  in  the 
Philippines,  the  front  groups  are  making 
less  and  less  of  a  secret  of  their  Communist 
affiliation.  This  past  spring,  a  coalition  of 
CPP  fronts  called  a  general  strike  aimed  at 
shutting  down  the  Mindanao  economy  and 
creating  political  havoc.  A  pamphlet  issued 
by  the  coalition  calling  for  such  actions  as 
"the  putting  up  of  barricades"  on  Davao's 
main  streets  left  no  doubt  that  the  strike  or- 
ganizers were  calling  for  an  urban  insurrec- 
tion: 

"The  primary  objective  of  the  Welgang 
Bayan  [national  strike]  is  to  paralyze  the 
economic,  political  and  social  machinery  of 
the  dictatorship.  .  .  .  The  Welgang  Bayan 
will  develop  from  partial  to  sustained 
strikes,  from  temporary  to  complete  paraly- 
sis. .  .  .  This  will  result  in  the  paralysis  of 
the  economy  and  political  foundation  of  the 
U.S.-Marcos  dictatorship  and  facilitate  its 
downfall." 
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Shortly  after  the  strike,  the  key  publicly 
identifiable  organizers  were  arrested.  One  of 
those  was  Oavao  lawyer  Laurente  Iligan. 
His  incarceration  has  become  a  minor  cause 
ctlkbre  among  human-rights  activists.  How- 
ever, news  reports.  Including  one  in  the  New 
York  Times,  have  failed  to  indicate  the  de- 
clared goals  of  the  strike. 

The  granddaddy  of  all  the  CPP  fronts  is 
the  National  Democratic  Front  of  the  Phil- 
ippines, the  NDP  grandly  describes  itself  as 
a  broad  coalition  "made  up  of  Filipino  na- 
tionalists, democrats,  progressive  christians 
[the  NDP  uses  the  lower-case  c]  and  church 
people,  national  minority  autonomists, 
women's  emancipationists,  socialists,  com- 
munists, and  other  genuine  patriots  here 
and  abroad,  representing  a  wide  variety  of 
political  and  ideologists  trends."  And  within 
this  coalition,  promises  Liberations,  the 
NDP's  own  publication,  "no  single  party  .  .  . 
will  be  allowed  to  dominate.  .  .  ." 

This  is  all  fiction.  The  NDF  has  been  the 
total  creature  of  the  CPP  since  1971  when  a 
central  committee  directive  ordered  its  cre- 
ation. It  was  formally  founded  on  April  24, 
1973,  but  only  after  CPP  members  had  es- 
tablished the  Christians  for  National  Lib- 
eration and  other  front  groups  that,  in  turn, 
were  designated  as  the  founding  members  of 
the  NDF  "coalition."  Other  founding  groups 
in  this  ostensibly  broad  alliance  were  the 
NPA  and  the  CPP  itself,  as  well  as  CPP  cap- 
tive organizations  like  KM,  the  Communist 
youth  group  founded  by  Sison. 

Not  only  is  the  NDF  completely  controlled 
by  the  Communists;  so,  apparently,  are  all 
its  constituent  organizations.  Some,  like  the 
CNL,  are  effectively  part  of  the  CPP.  There 
are  other  constituent  organizations  of  stu- 
dents and  workers— a  good  example  being 
the  KMU  labor  alliance— in  which  the  ma- 
jority of  members  are  not  Communists  but 
the  leaders  are. 

The  NDF  is  organized  into  secret  cells, 
similar  to  those  of  the  Communist  party. 
Apparently  most  of  the  NDFs  membership 
is  composed  of  CPP  candidate  members  and 
of  CNL  members  who  do  not  want  to  take 
that  final  step  of  formally  joining  the  party. 
The  CPP  administers  the  NDF  through  its 
National  United  Front  Conunission.  The  key 
roles  in  the  NDF  are  filled  by  senior  party 
members.  Recently,  the  NDFs  leading  clan- 
destine spokesman  has  been  Tony  Zuniel, 
who  not  coincidentally  is  the  CPP's  propa- 
ganda chief. 

A  few  years  ago.  the  CPP  faced  the  fact 
that  the  NDF  had  failed  to  develop  into  a 
classic  Communist  front,  that  is,  a  political 
umbrella  organization  with  a  program  broad 
enough  so  that  a  respectable  cross-section  of 
non-Communist  leftists  and  nationalists 
would  be  willing  to  endorse  it.  So  recently 
the  party  set  up  a  new  generation  of  legal 
fronts— a  good  example  being  the  National- 
ists Alliance  for  Justice,  Freedom,  and  De- 
mocracy—meant to  draw  in  non-Commu- 
nists. But  the  CPP's  control  of  such  organi- 
zations has  been  so  obvious  and  heavy- 
handed  that  they  have  failed  to  develop 
broad  bases.  The  Communists  also  infiltrat- 
ed groups  they  had  not  started— like  the 
August  Twenty-One  Movement,  or  ATOM, 
founded  by  Butz  Aquino.  But  here  again, 
any  hope  that  the  Communists  might  have 
had  to  influence  a  popular,  grass-roots  orga- 
nization was  destroyed  by  their  seemingly 
compulsive  need  for  total  control.  This 
summer  ATOM  split  in  half,  with  the  Com- 
munists going  one  way  and  Aquino's  people 
another. 

For  a  whUe  this  spring,  the  Communists 
appeared  to  some  anti-Marcos  activities  to 


be  genuinely  willing  to  participate  in  the 
creation  of  BAYAN,  a  broad  opposition  alli- 
ance in  which  they  would  not  have  automat- 
ic control.  In  the  original  Communist  pro- 
posal, BAYAN  would  have  three  equal 
voting  blocs:  "National  democrats."  i.e.,  the 
pro-Communist  group;  social  democrats;  and 
"liberal  democrats."  i.e.,  moderates. 

But  once  preliminary  meetings  got  under 
way.  recalls  Butz  Aquino,  the  Conununists 
repeatedly  and  successfully  demanded  that 
the  voting  formula  be  changed  in  their 
favor.  When  the  founding  congress  began 
on  Saturday,  May  5,  it  soon  became  obvious 
to  Aquino  that  the  Communists  were  deter- 
mined to  manipulate  and  control  the  entire 
event.  The  Communists  orchestrated  work- 
shop discussions,  broke  standing  agreements 
by  shipping  the  names  of  trusted  party 
members  into  the  nomination  lists  for  the 
executive,  and  referred  every  major  decision 
to  top  Conmiunists  not  even  at  the  meeting. 
Recounting  Butz  Aquino: 

•The  people  outside  the  hall  who  we 
didn't  even  see  were  calling  the  shots.  .  .  . 
Party  members  were  giving  the  orders. 
Whenever  there  was  a  crucial  decision  to  be 
made,  they'd  ask  for  a  recess.  They  they'd 
come  back  with  their  hard  position." 

Angered  by  the  CPP's  manipulative  ap- 
proach, virtually  every  respected  and  inde- 
pendent political  figure  in  the  anti-Morcos 
opposition— from  moderates  like  Aquino  to 
left-wing  nationalists  like  former  Senator 
Jose  Diokno— have  quit  BAYAN.  After 
working  on  and  off  with  the  Communists 
for  the  two  year  since  his  brother  was  assas- 
sinated. Aquino  concludes:  'You  can't  trust 
these  guys."  But  how  could  it  be  otherwise 
when  the  CPP's  explicit  policy  toward  all 
front-group  activity  is  one  of  deceit?  This  is 
how  the  basic  party  directive  on  front 
groups  described  the  need  for  secret  party 
control: 

"These  concentric  circles  [anti-Marcos  ele- 
ments NDF  members,  party  members]  are 
expressive  of  our  effort  to  have  the 
party  .  .  .  committee  always  at  the  center  of 
anti-fascist  and  other  legal  activities,  lead- 
ing those  activities  without  being  clearly 
visible  to  the  enemy." 

To  many  it  seems  that  those  hurt  most  by 
the  Communist  machinations  inside 
BAYAN  were  the  Communists  themselves. 
Today,  BAYAN  is  known  as  just  another 
CPP  front.  If  the  Conununist  had  restrained 
themselves,  they  would  today  be  a  strong, 
perhaps  decisive,  influence  within  a  popu- 
lar, broadly  based.  anti-Marcos  alliance.  The 
explanations  being  advanced  for  this  seem- 
ingly self-defeating  behavior  are  all  rather 
ominous.  Aquino  offers  two  reasons  suggest- 
ing that  we  are  merely  witnessing  a  totali- 
tarian party  in  action.  The  first  is  a  para- 
phrase of  the  CPP  directive:  "their  wanting 
to  dominate  completely  any  organization 
they  join  .  .  . "  The  other,  "their  feeling 
that  they're  the  only  ones  who  have  the  an- 
swers to  everything."  Jose  Diokno  suspects 
the  explanation  lies  in  the  Communists' 
growing  belief  that  they  are  so  close  to 
taking  power  that  they  no  longer  need  to 
make  significant  compromises  with  the  non- 
Communist  opposition. 

Certainly  there  were  few  real  compro- 
mises evident  in  the  new  National  Demo- 
cratic Front  program  that  was  issued  at  the 
beginning  of  this  year.  Although  Commu- 
nists have  repeatedly  described  the  program 
as  a  moderate  appeal  to  non-Communists,  in 
reality  it  is  overtly  Marxist  and  covertly 
Leninist.  The  heart  of  the  program  is  a  call 
for  the  esUblishment  of  a  People's  Demo- 
cratic Republic  of  the  Philippines  (PDRP). 


The  program  is  like  that  of  most  other  na- 
tions with  names  that  start  out  "People's 
Democratic  Republic  of.  .  .  . "  The  United 
States  is.  of  course,  the  enemy.  The  pro- 
gram promises  that  the  PDRP's  "revolu- 
tionary army  as  well  as  the  people  shall  be 
constantly  in  a  state  of  readiness  to  repel 
any  act  of  intervention  and  aggression  from 
foreign  forces,  including  the  United  States." 
Furthermore,  'the  United  States  must  leave 
its  military  bases  in  the  Philippines.  .  .  ." 
And  "as  a  rule,  direct  investments  and 
profit-making  assets  of  the  U.S.  and  other 
big  foreign  capitalists,  especially  those  in 
the  vital  and  strategic  industries,  shall  be 
nationalized. 

In  addition  to  Americans,  a  lot  of  Filipinos 
might  feel  unwelcome  in  the  new  People's 
Democratic  Republic  of  the  Philippines: 

Upon  victory,  a  people's  tribunal  shall  be 
created.  This  tribunal  will  have  jurisdiction 
to  try  and  punish  enemies  of  the  revolution 
and  their  collaborators  who  have  committed 
crimes  against  the  people,  and  to  escheat 
fsicj  properties  and  ill-gotten  wealth 
amassed  by  the  ruling  elite  of  the  old 
order." 

The  program  also  promises  "severe  pun- 
ishment of  those  with  grave  crimes  (i.e.. 
those  who  owe  the  people  blood  debts)  and 
reeducation  of  those  who  deserve  lenien- 
cy. .  .  ." 

The  NDF  program  repeatedly  states  that 
the  PDRP  will  be  run  by  a  "democratic  coa- 
lition" government.  What  is  most  unsettling 
about  that  statement  is  the  NDFs  assur- 
ance that  the  coalition  will  be  as  pluralistic 
as  the  NDF  is  today.  "As  in  the  course  of 
the  people's  war.  no  political  party,  group, 
or  individual  shall  be  allowed  to  monopolize 
the  decision-making  processes  and  the  exe- 
cution of  state  affairs."  If  there  is  any  re- 
maining doubt  about  the  CPP's  concept  of  a 
coalition,  it  should  have  been  dashed  by 
NDF  spokesman  Tony  Zumel  who  said  earli- 
er this  year  that  the  NDF  rejected  the  sug- 
gestion that  the  Communists  in  the  Nation- 
al Liberation  Front  of  South  Vietnam  had 
overwhelmed  the  front's  non-Communist  re- 
formers. 

While  the  'democratic-coalition  "  govern- 
ment the  Communists  are  promising 
through  the  NDF  cannot  be  described  as  a 
coalition,  neither  should  it  be  described  as 
democratic.  The  NDF  program  declares  that 
"all  the  basic  democratic  rights  shall  be  em- 
bodied in  the  constitution  of  the  Peoples 
Democratic  Republic.  These  shall  include 
the  right  ...  to  free  speech  and  the  free 
press.  .  .  . "  But  the  CPP's  underground 
monthly.  Ang  Bayan,  confided  to  party 
members  this  year  that,  contrary  to  what  its 
front  organization  is  promising,  freedom  of 
the  press  will  be  tightly  restricted: 

"Under  the  People's  Democratic  Republic, 
press  freedom  shall  be  enjoyed  by  the  toil- 
ing classes  and  the  strata  of  the  bourgeoisie 
allied  to  them— in  short  by  the  overwhelm- 
ing majority  of  the  people  who  are  at 
present  exploited  and  oppressed.  But  should 
we  allow  the  same  freedom  to  be  enjoyed  by 
those  who  would  seek  the  restoration  of  im- 
perialist, landlord,  comprador,  and  facist 
rule?  Democracy  will  be  enjoyed  by  the  ma- 
jority composed  of  the  nationalist  and 
democratic  classes,  while  their  class  adver- 
saries shall  be  suppressed— that  is.  prevent- 
ed from  regaining  power. " 

This  sort  of  duplicity  could  not  possibly  be 
surprising  to  any  student  of  Communist  his- 
tory, but  there  are  few  such  people  in  the 
Philippines.  There  is  a  whole  generation  of 
young,  vaguely  leftish  Filipinos  who  view 
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the  NDP  program  as  a  completely  credible 
document  deserving  of  serious  discussion. 

The  Communists'  intention  of  crushing  a 
free  press  while  their  totally  controlled 
front  group,  the  NDP,  promises  otherwise  is 
simple  and  straightforward  duplicity.  But 
the  CPP's  leadership  is  also  quite  adept  at 
complex,  multi-layered  duplicity.  Nowhere 
is  this  more  evident  than  in  how  the  party 
leaders  are  handling  the  emotional  and  con- 
troversial issue  of  the  U.S.  military  bases  on 
Philippine  soil. 

At  first  glance,  the  Communist  position 
seems  unambiguous.  The  NDP  program  de- 
clares that  "the  United  States  must  leave  its 
military  bases  in  the  Philippines.  .  .  ."  In 
fact,  says  the  NDP,  'no  foreign  power  shall 
be  allowed  to  set  up  military  bases  on  Phil- 
ippine soil.  .  .  ."  Por  years,  the  CPP  has 
ridden  this  issue,  using  it  to  mobilize  stu- 
dents and  other  nationalists  to  demonstrate 
in  front  of  the  U.S  embassy  in  Manila.  Yet 
simultaneously,  CPP  leaders  have  been  re- 
peatedly signaling  U.S.  officials  that  they 
are  willing  to  make  a  deal  with  the  United 
States  whereby  the  U.S.  bases  could  contin- 
ue operating  after  the  Conununists  came  to 
power. 

The  CPP  began  sending  such  a  signal  as 
early  as  1981  when  Horacio  (Boy)  Morales 
told  a  journalist  that,  despite  the  NDPs 
clear-cut  pledge  to  remove  the  bases,  all  the 
NDP  really  wanted  was  to  negotiate  their 
future  status.  This  year,  people  who  have 
spoken  with  Salas  and  other  figures  in  the 
Communist  movement  say  that  they  also 
have  expressed  their  readiness  to  junk  the 
NDP  program  and  make  a  deal  on  the  bases. 

But  this  is  not  necessarily  the  final  word 
on  where  the  Communists  really  stand  on 
the  issue.  This  is  because  Philippine  nation- 
alists who  are  strongly  op[>osed  to  the  bases 
say  that  Salas  has  been  reassuring  them 
this  year  that  his  offers  to  make  a  deal  are  a 
tactical  ruse  aimed  at  nothing  more  than 
lulling  the  United  States. 

This  is  consistent  with  the  NPAs  appar- 
ent decision  a  few  years  ago  to  avoid  mili- 
tary action  aimed  at  the  bases  or  at  U.S. 
military  personnel.  Long  gone  are  the  days 
when  Salas  was  a  hit-squad  leader  ambush- 
ing U.S.  Navy  personnel  at  Subic.  Today  the 
areas  immediately  adjacent  to  Clark  and 
Subic  are  among  the  most  peaceful  in  the 
Philippines.  Instead  of  attacking  U.S.  mili- 
tary officers  and  heightening  Washington's 
alarm  over  the  deteriorating  situation  in  the 
Philippines,  the  NPA  is  quietly  collecting 
"revolutionary  taxes "  from  the  businesses 
that  prosper  at  the  periphery  of  the  bases, 
viii 

The  logical  question  to  ask  atraut  the  issue 
of  U.S.  military  bases,  or  any  other  major 
issue,  should  be:  what  is  the  official  position 
of  the  Communist  Party  of  the  Philippines? 
In  fact,  what  is  the  official  program  of  the 
Communist  Party  of  the  Philippines?  Every 
Communist  party  on  earth,  after  all.  has  an 
official  program.  But  ask  any  rank-and-file 
member  of  the  CPP  what  his  party's  pro- 
gram is  and  watch  the  uncertainty  flicker 
over  his  face.  When  he  recovers,  he  always 
has  an  answer.  The  trouble  is  that  every 
CPP  member  seems  to  have  a  different 
answer. 

Answer  One:  "The  CPP's  program  is  that 
of  the  founding  document.  Programme  for  a 
People's  Democratic  Revolution,  issued  in 
1968."  Obviously  not.  say  other  party  mem- 
bers. And  with  good  reason:  the  1968  other 
party  members.  And  with  good  reason:  the 
1968  program,  with  its  praise  of  MAO  and 
Albania  and  its  attacks  on  institutions  that 
no  longer  exist,  has  long  been  out  of  date. 
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Answer  Two:  "Our  Urgent  Tasks  (1976) 
was  an  update  of  the  party  program."  This 
answer  was  offered  only  by  Jose  Maria 
Sison.  in  a  written  response  to  questions  1 
relayed  to  him  this  summer.  The  document 
he  refers  to  was  offered  only  by  Jose  Maria 
Sison.  in  a  written  response  to  questions  I 
relayed  to  him  this  summer.  The  document 
he  refers  to  was  the  last  party  document  he 
wrote  before  being  jailed. 

Answer  Three:  "The  party  has  no  pro- 
gram." This  answer,  volunteered  by  more 
than  one  party  member,  is  not  credible.  It  is 
true  only  in  the  very  narrow,  technical 
sense  that  the  CPP  has  apparently  not  held 
a  full  Dress  party  congress,  at  which  party 
programs  and  the  like  are  formally  ratified, 
since  the  founding  meeting  in  1968.  But  this 
does  not  prevent  the  top  CPP  leadership 
from  having  its  own  program  that  it  keeps 
secret  from  party  members. 

Answer  Pour:  "The  CPP  program  is  the 
same  as  the  program  of  the  National  Demo- 
cratic Front."  That  sounds  like  a  confession 
of  what  we  know  is  true— that  the  Commu- 
nists completely  control  the  NDP.  But  the 
fact  that  the  CPP  controls  the  NDP  does 
not  mean  that  the  public  NDP  program  is 
the  same  as  the  secret  CPP  program. 

With  its  promises  of  reeducation  camps, 
sweeping  nationalization  of  private  business, 
and  an  anti-American  stance  in  foreign 
policy,  the  NDP  program  by  most  yardsticks 
earns  a  Communist  label.  But  the  NDPs 
parent,  the  CPP.  is  telling  its  members  that 
the  NDP  program  represents  only  the  be- 
ginning of  the  revolution  in  the  Philippines. 
Says  the  CPP's  Ang  Bayan: 

"In  essence,  the  [current]  people's  demo- 
cratic revolution  is  a  bourgeois  democratic 
revolution  and  not  a  proletarian  revolu- 
tion. .  .  .  What  will  be  the  direction  of  the 
people's  democracy  that  will  be  established? 
Depending  on  the  class  composition  of  the 
revolutionary  coalition,  it  could  lead  toward 
socialism  or  toward  capitalism. 

In  other  words,  when  the  NPA  is  march- 
ing down  the  streets  of  Manila,  the  real 
struggle  has  just  begun:  -The  party  of  the 
revolutionary  Filipino  proletariat  [i.e..  we  of 
the  CPP]  will  bend  every  effort  to  advance 
Philippine  Society  toward  the  correct  path 
of  socialism.  ..."  Said  a  member  of  the 
central  committee  in  an  interview  this 
summer:  "That  (the  NDP  program]  is  the 
minimum  program.  The  maximum  program 
is  Communism." 

So  what  are  the  constituent  parts  of  the 
CPP  program?  In  informal  conversations 
this  past  summer.  CPP  members  talked 
loosely  about  a  second,  radical  stage  of  the 
revolution  that  would  push  the  Philippines 
to  the  far  Left  of  the  Communist  world. 
Evoking  memories  of  the  Khmer  Rouge's 
forced  evacuation  of  Phnom  Penh,  one  CPP 
member  said  that  ""most  probably"  the  pop- 
ulation of  Manila  would  have  to  be  signifi- 
cantly reduced.  "We  can't  support  Manila 
the  way  it  is." 

Another  said  that  the  NDP  promise  "to 
distribute  land  to  the  landless  tillers  "  repre- 
sents only  a  halfway  house  on  the  road  to 
the  total  communization  of  agriculture. 
"There  will  be  a  transition  period  of  land 
reform  and  cooperatives.  .  .  .  We  will  invite 
them  (the  peasants]  to  join  cooperatives 
and  try  to  show  them  the  benefits  of  collec- 
tive labor.  Collectivization  will  be  imple- 
mented step  by  step. "  And  how  long  will  all 
this  take?  "A  few  years."  said  one.  "Easily 
ten  to  twenty  years."  said  another. 

In  truth,  none  of  these  relatively  low-level 
party  memt>ers  really  knows  what  the  CPP 
program  is.  They  were  simply  repeating  the 


kind  of  talk  they  had  been  hearing  inside 
party  circles.  Like  the  low-ranking  Khmer 
Rouge  soldiers  who  entered  Phnom  Penh 
not  knowing  that  the  next  day  they  would 
be  ordering  the  populace  to  evacuate,  these 
good  soldiers  of  the  CPP  are  ready  to  carry 
out  the  second  stage  of  the  revolution  when 
their  leaders  unveil  the  plan.  Among  the 
thousands  of  members  of  the  Cominunist 
Party  of  the  Philippines,  it  seems  that  only 
the  estimated  half-dozen  members  of  the 
Politburo's  executive  committee  share 
knowledge  of  the  secret  program. 

IX 

The  party  leadership's  ultra-elitist  style 
was  evident  as  early  as  1981  when  Rodolfo 
Salas  and  a  small  group  around  him  secretly 
decided  to  seek  aid  from  the  Soviet  bloc. 
The  decision  was  a  momentous  one.  Since 
Sison  had  founded  the  CPP  as  a  classic 
Maoist  party,  all  the  basic  documents  of  the 
CPP  and  the  NDP  had  denounced  the  for- 
eign policy  of  the  Soviet  Union  as  social-im- 
perialist. This  was  still  the  party's  position 
when  Salas  approved  a  scheme  to  smuggle 
arms  from  Eastern  Europe  into  the  Philip- 
pines through  South  Yemen,  which  is 
firmly  within  the  Soviet  bloc  and  East 
German  military  personnel  based  on  its  soil. 

Por  the  record,  the  arms  were  donated  to 
the  Philippine  Communists  not  by  the  Sovi- 
ets but  by  a  branch  of  the  Palestine  Libera- 
tion Organization.  But  this  was  a  veneer 
that  even  Haracio  Morales,  a  key  figure  in 
the  smuggling  operation,  had  difficulty  in 
treating  seriously.  In  a  one-on-one  court- 
house interview  after  he  had  been  arrested, 
I  asked  Morales  why  the  CPP  had  decided 
to  accept  aid  from  the  Soviets.  "It's  a  few 
steps  removed  from  the  Soviets."  he  said 
with  a  nervous  laugh,  adding,  "but  it's  still 
considered  separate,  no?" 

Long  after  the  arms  (AK-47's)  and  Mak- 
harov  pistols)  were  aboard  a  freighter  and 
on  their  way  to  the  Philippines,  the  CPP 
leadership  continued  to  suggest  to  rank-and- 
file  members  that  there  had  been  no  change 
in  the  party's  antagonism  toward  the  Soviet 
Union.  The  August  1981  issue  of  Ang  Bayan, 
for  instance,  denounced  "Soviet  social-impe- 
rialism." When  the  smuggling  operation  was 
later  exposed  and  a  few  angry  party  mem- 
bers accused  Salas  and  others  of  secretly 
acting  contrary  to  party  policy,  the  leader- 
ship lamely  replied  that  the  arms  smuggling 
was  the  work  of  the  CPP's  National  Demo- 
cratic Front  and  not  of  the  CPP  itself.  The 
fact  that  the  NDP  did  not  drop  the  anti- 
Soviet  planks  from  its  program  until  the 
year  after  the  arms  arrived  was  never  ex- 
plained. Nor  was  the  fact  that  it  was  party 
leader  Salas  who  gave  final  approval  to  the 
Soviet  arms  shipment. 

The  CPP  leadership  did  not  go  public  with 
its  swing  to  a  pro-Soviet  position  until  Janu- 
ary 1982.  when  it  authorized  the  NDP  to 
issue  a  new  draft  program  that  dropped  all 
the  Maoist  jargon  and  the  attacks  on  the 
Soviets.  The  party's  Maoist  founder.  Jose 
Maria  Sison,  who  had  been  watching  devel- 
opments in  the  CPP  under  Salas  with  in- 
creasing unhappiness  since  being  captured 
in  1977,  was  enraged.  In  an  exchange  with 
me  of  questions  and  answers  from  prison  in 
mid- 1982.  he  contemptuously  referred  to 
the  new  NDP  program  as  "this  supposed 
draft."  He  also  suggested  that  anyone  in  the 
CPP  or  the  NDP  who  had  approached  the 
Soviet  Union  for  aid  was  a  renegade:  "I  do 
not  believe  that  the  National  Democratic 
Front  as  a  whole  has  ever  approached  the 
Soviet  Union  for  assistance.  Nobody  wants  a 
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bear  hug.  It  can  be  fatal."  He  added 
"China's  diplomatic  line  is  correct." 

During  this  period  Sison  several  times  sig- 
naled his  opposition  to  the  changes  under 
way  in  the  CPP.  But  it  soon  became  obvious 
that  the  founding  father  was  being  ignored. 
By  mld-1983.  the  CPP  had  turned  the 
comer  and  was  openly  leaning  toward  the 
Soviets  while  almost  completely  ignoring 
the  People's  Republic  of  China.  Ang  Bayan 
began  praising  developments  In  Cambodia, 
Vietnam,  Mozambique,  and  Angola  and 
dropped  its  earlier  attacks  on  Soviet  and 
Cuban  aggression.  Except  for  the  occasional 
reference  to  "antagonistic  contradictions" 
between  Vietnam  and  Cambodia,  the  CPP's 
statements  on  foreign  affairs  are  completely 
consistent  with  Soviet  policy.  And  this 
summer,  in  the  exchange  of  questions  and 
answers,  Slson  himself  seemed  to  have  ac- 
cepted in  principle  the  idea  of  the  CPP's  re- 
ceiving Soviet  aid. 

Meanwhile,  using  the  National  Democrat- 
ic Front  as  Its  vehicle,  the  CPP  Is  actively 
courting  the  Soviets  In  Europe.  Luis  Jalan- 
doni,  a  Filipino  and  former  priest  who 
serves  as  the  NDP's  International  represent- 
ative In  Amsterdam,  Is  successfully  tying 
the  NDF,  and  by  Implication  the  CPP,  ever 
closer  to  the  Soviet  bloc.  Jalandoni  was  a 
delegate  to  last  year's  International  Confer- 
ence on  Nicaragua  and  for  Peace  In  Central 
America  held  In  Lisbon.  There  he  conferred 
with  Vietnam's  education  minister.  Jalan- 
doni also  worked  hard  at  Identifying  the 
NDF  and  Its  European  supporters  with  the 
movement  opposed  to  the  deployment  of 
U.S.  missiles  In  Western  Europe. 

Jalandoni's  most  important  task  has  evi- 
dently been  raising  funds  for  the  Comrnu- 
nlst  movement  back  home  in  the  Philip- 
pines. He  seems  to  have  been  very  success- 
ful. As  far  back  as  the  summer  of  1981,  ac- 
cording to  unchallenged  affidavits,  Jalan- 
doni provided  $30,000  for  travel  and  trans- 
portation to  the  CPP  arms  smugglers  who 
passed  through  Europe  on  their  way  to 
South  Yemen.  Today,  the  amount  of  money 
flowing  Into  the  Philippines  from  Western 
Europe  each  year  is  estimated  by  Philippine 
and  U.S.  analysts  to  be  at  least  in  the  hun- 
dreds of  thousands  of  dollars.  As  already 
noted,  the  lion's  share  of  this  money  seems 
to  be  flowing  from  Church-related  t>odles  In 
Europe  to  Communist-dominated  organiza- 
tions within  the  Roman  Catholic  Church  In 
the  Philippines.  At  least  some  members  of 
the  European  Church  organizations  know 
precisely  what  is  happening  to  their  money. 
Ang  Bayan  reported  some  time  ago  that  "a 
number  of  foreign  Church  people  .  .  .  have 
also  visited  the  NPA  guerrilla  zones." 

Another,  Increasingly  Important,  source  of 
funds  are  the  so-called  Philippine  "solidari- 
ty groups"  that  Jalandoni  has  been  instru- 
mental in  setting  up  In  Europe.  Such  groups 
exist  In  Sweden,  Norway,  West  Germany. 
Belgium.  Holland.  Ireland,  and  apparently 
several  other  countries.  Some  of  these 
groups  appear  to  be  the  offspring  of  small, 
radical  splinter  parties.  Recently,  several  of 
them  sent  envoys  to  the  PhUlppines  to  see 
first-hand  how  their  donations  are  being 
spent  by  the  NPA.  A  U.S.  journalist  who 
spent  several  days  this  summer  at  an  NPA 
camp  said  a  Norwegian  woman  was  in  the 
camp  for  discussions  with  the  NPA  guerrilla 
leader  alwut  giving  financial  help  that 
would  enable  the  NPA  to  obtain  additional 
arms.  Several  German  and  Japanese  radi- 
cals have  also  spent  time  with  the  NPA. 

The  financial  help  that  the  CPP  is  receiv- 
ing from  abroad  does  not  seem  to  have  in- 
creased to  the  point  that  it  Is  making  a  huge 


difference.  But  it  is  already  substantial,  a 
fact  that  is  almost  universally  ignored  by 
the  U.S.  media.  In  Augiist  alone,  the  Wash- 
ington Post  reported  that  the  NPA  is  receiv- 
ing "negligible  foreign  support"  while  the 
Washington  Times  flatly  stated  that  "there 
is  no  evidence  of  any  material  foreign  sup- 
port." 

In  fact,  the  CPP  has  been  openly  acknowl- 
edging since  1974  that  it  is  actively  seeking 
and  often  receiving  material  aid  from 
abroad.  As  recently  as  this  spring,  Tony 
Zumel  declared  in  an  NDF  news  release 
that: 

"We  have  made  an  appeal  to  all  freedom- 
loving  peoples  around  the  world  for  political 
and  material  assistance  and  the  response 
has  been  heartening.  Such  assistance  comes 
from  revolutionary,  progressive,  and  demo- 
cratic organisations,  institutions  and  indi- 
viduals who  care  deeply  for  our  people's  lib- 
eration struggles  and  welfare." 

The  question  left  hanging  is  whether  the 
Soviets  are  Involved  In  the  flow  of  foreign 
assistance  to  the  Philippine  Communists. 
Since  the  1981  arms  shipment,  which  em- 
barrassed both  the  Soviets  and  the  CPP 
leadership  when  it  became  public,  not  a 
single  well-documented  case  of  Soviet  aid 
has  surfaced.  Rumors  abound  that  Vietnam 
Is  helping  the  NPA,  but  no  hard  evidence 
seems  to  exist.  A  strong  circumstantial  case 
Is  made  by  some  that  at  least  a  few  of  the 
radical  and  Church  organizations  funneling 
money  from  Europe  to  the  Philippine  Com- 
munists must  be  controlled  or  bankrolled  by 
Soviet  agents. 

But  the  most  persuasive  case  that  the  So- 
viets have  begun  aiding  the  Philippine  Com- 
munsits  was  made  by  two  Filipinos  in  sepa- 
rate interviews  this  summer  in  Manila.  Both 
are  very  knowledgeable  about  what  is  going 
on  inside  the  Communist  party.  One  is  hos- 
tile to  the  CPP;  one  is  very  sympathetic. 
Both  said  that  Moscow  is  split  over  how  to 
handle  the  CPP. 

On  one  side,  according  to  both  these 
sources.  Is  the  International  Department  (of 
the  Central  Committee)  of  the  Communist 
Party  of  the  Soviet  Union  (CPSU).  This  or- 
ganization usually  takes  the  leading  role  in 
the  USSR's  relations  with  foreign  Commu- 
nist parties.  But  afflicted  with  bureaucratic 
inertia,  the  International  Department  today 
is  run  by  conservatives  who  are  comfortable 
with  their  decades-long  ties  to  the  old.  pro- 
Moscow  Conununist  party  In  the  Philip- 
pines, the  PKP  (which  since  the  expulsion 
of  Sison  and  his  supporters  in  1967  has  been 
declining  In  size  and  influence  in  compari- 
son with  the  CPP  and  whose  existence 
today  largely  depends  on  Moscow's  recogni- 
tion of  It  as  a  fraternal  Communist  party). 
According  to  this  analysis,  the  International 
Department  bureaucrats  have  resisted  the 
CPP's  repeated  requests  that  they  withdraw 
their  recognition  of  the  PKP  and  recognize 
the  CPP  instead. 

Though  a  reading  of  CPP  and  PKP  state- 
ments suggests  that  the  International  De- 
partment has  been  trying  to  convince  the 
PKP  to  negotiate  a  modus  vlvendi  with  the 
CPP,  hopes  for  any  such  agreement  seem  to 
have  collapsed.  By  early  this  year,  the  CPP 
had  escalated  its  attacks  on  the  PKP's  lead- 
ers, calling  them  "professional  political 
swindlers  [who]  are  trying  to  sneak  into  the 
ranks  of  the  revolutionary  Left."  The 
CPSU's  International  Department  respond- 
ed in  June  by  inviting  the  PKP's  general 
secretary,  Fellclslmo  Macapagal,  to  Moscow 
where  the  CPSU  and  the  PKP,  according  to 
Tass,  pledged  their  "fraternal  solidarity." 

But  the  more  pragmatic  and  energetic 
KGB  shares  neither  the  old  loyalties  nor 


the  new  qualms  of  the  International  De- 
partment, according  to  my  informants.  Re- 
cently, they  say,  the  KGB  has  developed 
close  relations  with  the  CPP.  The  two  sides 
are  in  frequent  contact  with  each  other 
both  in  the  Philippines  and  abroad,  but  pre- 
cisely what  kind  of  business  they  are  trans- 
acting is  unknown.  Both  sources  assume 
that  the  KGB  U  assisting  the  CPP  but  they 
have  no  proof. 

Clearly  the  CPP's  new  generation  of 
coldly  opportunistic  leaders  would  no  longer 
hesitate  to  accept  substantial  aid  from  the 
Soviets  If  It  were  offered.  And  just  as  clearly 
the  CPP  currently  needs  a  generous  foreign 
backer.  For  in  the  last  year,  the  Commu- 
nists' successes  have  brought  them  to  a  crit- 
ical jimcture  where  the  Issue  of  outside  aid 
is  more  and  more  pressing.  The  guerrillas  of 
the  New  People's  Army  are  Increasing  rapid- 
ly In  number.  Moving  in  ever  larger  units, 
they  have  a  soaring  demand  for  arms,  food, 
and  equipment.  The  NPA  also  has  enough 
potential  recruits  to  double  in  size  if  it  had 
the  money  to  equip  and  support  them  as 
well.  But  the  economic  depression  that 
helps  produce  so  many  potential  recruits 
also  makes  NPA  "tax  collecting  "  increasing- 
ly less  lucrative,  no  matter  how  much  extor- 
tionate violence  Is  applied. 

If  the  future  brings  no  substantial  flow  of 
money  to  the  Communists  from  abroswl,  and 
if  Marcos  were  to  die  or  be  toppled  and  suc- 
ceded  by  a  competent,  reformist  govern- 
ment. It  Is  quite  conceivable  that  the  cur- 
rent rapid  growth  of  the  Communists  could 
stall.  But  if  the  money  were  to  start  flowing 
In  substantial  amounts  and  Marcos,  who  has 
lost  the  moral  authority  necessary  to  fight 
the  Communists,  were  to  hang  onto  power, 
then  It  Is  highly  likely  that  Rodolfo  Salas 
will  be  heading  the  People's  Democratic  Re- 
public of  the  Philippines  sometime  In  the 
1990's  and  unveiling  "a  Pol  Pol  future." 

This  fine  lady  is  up  against  it  and  I 
want  to  be  on  the  side  that  gives  her 
every  advantage  to  make  democracy 
work,  because  I  can  hear  in  my  ears 
right  now  in  this  Chamber  if  it  all 
turns  to  hell  there  that  we  cannot  go 
back  to  Southeast  Asia  because  that  is 
the  part  of  the  world  those  7.200  is- 
lands are  located. 

If  I  were  in  the  politburo,  other  than 
Afghanistan  and  the  Baluchistan  part 
of  Iran.  I  would  want  those  7,200  is- 
lands. I  think  they  are  desperately  out 
to  get  them.  That  will  leave  us  with  no 
base  from  Osumi  all  the  way  around 
the  greatest  landmass  in  the  world  to 
Diego  Garcia;  so  I  am  going  out  on  a 
limb  for  a  fine  lady  and  I  am  going  to 
vote  for  this  $200  million. 

Mr.  SOLOMON.  Mr.  Speaker,  I  yield 
1  minute  to  the  gentleman  from  Ohio 
[Mr.  Traficant]. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
Ohio  [Mr.  Traficant]  is  recognized  for 
1  minute. 
There  was  no  objection. 
Mr.  TRAFICANT.  Mr.  Speaker.  I 
agree  with  the  beautiful  speech  this 
morning.  Mrs.  Aquino  is  trying  to  help 
her  country  and  certainly  will  be  a 
help  to  the  world;  however,  we  will  be 
setting  a  very  dangerous  precedent 
sending  this  money  here  on  such  short 
notice.  We  are  endangering  revenue 
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sharing  funds.  We  have  farmers  in 
this  country  who  are  looking  for  what 
is  next.  We  have  senior  citizens  wor- 
ried about  the  future.  We  have  cities 
literally  in  a  state  of  depression  and 
economic  collapse. 

I  would  say  this.  There  are  two 
things  we  should  concern  ourselves 
with  here  today.  If  we  are  going  to  do 
it,  we  should  have  a  negotiated  agree- 
ment on  permanence  on  those  bases, 
not  on  a  speech. 

No.  2,  the  money  should  come  from 
the  1987  foreign  aid  appropriations, 
and  I  agree  with  the  gentleman  from 
Wisconsin  [Mr.  Kleczka].  You  can 
give  a  man  a  fish  and  he  will  eat  for  a 
day.  You  can  teach  him  to  fish  and  he 
will  eat  forever. 

I  think  we  cannot  set  a  dangerous 
precedent,  letting  everyone  who  has  a 
defense  establishment  in  their  region 
and  their  country  come  to  the  United 
States  on  a  critical  impasse  asking  for 
dollars.  We  have  got  to  stop  throwing 
these  dollars  around  and  hold  our 
stand  here  today.  I  say  that  we  vote 
no. 

Mr.  SOLOMON.  Mr.  Speaker,  I  yield 
2  mintues  to  the  distinguished  gentle- 
man from  Oklahoma  [Mr.  Edwards],  a 
member  of  the  Appropriations  Com- 
mittee. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
Oklahoma  [Mr.  Edwards]  is  recog- 
nized for  2  minutes. 

There  was  no  objection. 

(Mr.  EDWARDS  of  Oklahoma  asked 
and  was  given  permission  to  revise  and 
extend  his  remarks.) 

Mr.  EDWARDS  of  Oklahoma.  Mr. 
Speaker,  I  have  been  in  the  House  for 
10  years.  In  that  time  I  have  voted  for 
a  foreign  aid  bill  only  one  time.  I  am  a 
member  of  the  Foreign  Operations 
Subcommittee  and  I  have  voted  for  a 
foreign  aid  bill  only  one  time. 

I  am  not  a  great  advocate  of  foreign 
aid,  but  I  do  understand  that  there  are 
times  when  we  act  in  our  national  se- 
curity interests. 

I  was  not  here  on  the  floor.  I  did  not 
hear  Mrs.  Aquino's  speech.  I  met  her 
later  at  coffee. 

I  am  not  advocating  support  of  this 
money  because  I  think  she  deserves  an 
honorarium.  I  am  not  advocating 
giving  her  this  money  because  I  think 
that  it  is  the  heartfelt  thing  to  do.  I 
am  not  advocating  giving  her  the 
money.  I  am  advocating  putting 
money  into  the  Philippines  where  we 
have  Subic  Bay  and  Clark  Air  Force 
B&se  and  where  we  need  to  keep  them, 
where  there  is  a  Communist  threat 
that  we  need  to  stop. 

We  on  this  floor  recently  took  up 
the  issue  of  Central  America  and  we 
said  we  must  make  an  investment  in 
stopping  communism  and  preserving 
democracy. 

Yes,  it  adds  to  the  deficit.  Every- 
thing we  do,  everything  we  spend  on 
anything  adds  to  the  deficit,  but  we 


have  to  choose  priorities,  and  one  of 
those  priorities  is  to  defend  freedom 
and  democracy  in  the  world,  and  this 
is  one  way  to  do  it. 

I  advocate  support  of  this  money  for 
the  Philippines  for  our  own  national 
security. 

Mr.  OBEY.  Mr.  Speaker.  I  yield 
myself  2'/2  minutes. 

Mr.  Speaker,  I  would  like  to  put 
some  things  in  perspective.  I  want  to 
make  it  quite  clear  that  I  regard  this 
$200  million  effort  that  is  being  made 
here  today  as  a  one-shot  operation  to 
try  to  provide  some  emergency  help  to 
an  ally  who  needs  it  very  badly  at  the 
moment.  That  does  not  mean  that  it 
can  be  counted  on  in  the  next  fiscal 
year,  because  I  would  point  out  that 
because  of  the  fiscal  stringencies  that 
have  already  been  cited,  the  foreign 
operations  bill  which  will  be  a  part  of 
the  continuing  resolution  which  we 
consider  next  week  will  cut  the  pool  of 
money  available  for  all  those  countries 
in  the  military  credit  sales  portion  of 
that  bill  by  50  percent  and  it  will  cut 
under  the  ESF  provision,  and  this  is  in 
the  ESF  today,  that  discretionary  pool 
of  funds  available  for  all  the  countries 
that  are  not  earmarked  in  that  bill  by 
32  percent. 

So  lest  anybody  think  that  the  for- 
eign assistance  bill  coming  out  for 
fiscal  year  1987  is  loose,  I  want  to  em- 
phasize again  that  we  have  massive  re- 
ductions in  that  bill.  What  we  are 
trying  to  do  is  balance  off  our  require- 
ment to  comply  with  Gramm-Rudman 
in  the  fiscal  year  under  consideration 
with  the  necessity  to  provide  some  as- 
sistance to  a  critical  ally  at  a  critical 
time,  and  procedurally  we  have  only 
one  way  to  do  it  and  this  is  the  way. 

In  terms  of  base  rights  and  bargain- 
ing chips,  I  want  to  say  that  I  agree 
with  those  who  have  raised  questions 
about  the  base  rights  negotiations.  I 
have  minimum  high  regard  for  the 
kind  of  negotiations  which  our  previ- 
ous administrations— plural— engaged 
in  in  terms  of  obtaining  a  decent  price 
for  the  use  of  those  bases,  not  just  in 
the  Philippines  but  in  a  number  of 
other  countries  around  the  world.  I 
think  our  negotiators  were  soft  and  I 
think  they  paid  too  much. 

I  do  think  that  our  negotiators  have 
to  be  tougher  on  the  next  round  of  ne- 
gotiations, but  there  is  a  time  and 
place,  there  is  a  smart  way  to  go  about 
applying  pressure  on  negotiations  and 
a  bad  way.  This  is  the  best  way  to  do  it 
if  we  want  to  protect  our  negotiating 
rights  in  the  future  and  to  protect  our 
allies  and  democracy  today. 

Mr.  SOLOMON.  Mr.  Speaker,  I  yield 
1  minute  to  the  gentleman  from  Colo- 
rado [Mr.  Brown]. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
Colorado  [Mr.  Brown]  is  recognized 
for  1  minute 

There  was  no  objection. 
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Mr.  BROWN  of  Colorado.  Mr. 
Speaker,  I  thank  the  gentleman  for 
yielding  the  time. 

I  would  like  to  ask  my  colleagues  to 
give  some  thought  to  what  we  are 
about  today.  The  first  question  we 
should  ask  ourselves  is  are  we  on 
target  with  regard  to  the  budget  defi- 
cit? 

Remember  when  we  talked  about 
$170-some  billion  deficits  for  this 
year?  We  were  outraged  that  it  was 
that  high. 

Does  anybody  want  to  guess  how 
close  we  are?  We  missed  it  by  more 
than  $50  billion.  Now,  that  is  not  close. 

The  simple  fact  is  this  House  has  ig- 
nored its  budget,  has  ignored  its  re- 
sponsibility and  has  imposed  a  terrible 
burden  on  the  taxpayers. 

Now,  what  we  are  doing  is  saying 
that  we  are  not  going  to  set  priorities. 
We  are  not  going  to  care  whether  we 
stay  within  the  budget.  We  are  not 
going  to  care  about  planning  for 
future  years.  We  are  going  to  take 
$200  million  and  appropriate  it  over 
and  above  the  budget  and  ignore  our 
responsibilities  to  the  American  people 
in  the  Budget  Act.  That  is  wrong. 
Every  Member  in  this  Chamber  knows 
that  is  wrong. 

It  is  not  a  question  of  the  Philip- 
pines. It  is  not  a  question  of  national 
defense.  It  is  whether  or  not  we  ignore 
the  responsibilities  we  have  under  the 
Budget  Act  and  ignore  the  responsibil- 
ities we  have  to  the  American  people. 

Mr.  Speaker,  I  would  hope  before  we 
give  away  another  $200  million  of  the 
taxpayers'  money,  we  give  some 
thought  to  our  obligations. 

Mr.  SOLOMON.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  use. 

Mr.  Speaker,  we  have  heard  that 
this  is  just  a  one-shot  deal.  If  that 
were  true,  it  would  be  one  thing,  but 
in  my  opinion  we  really  are  establish- 
ing an  entitlement  program.  By  enact- 
ing this  legislation  as  an  urgent  sup- 
plemental now  with  2  weeks  to  go  in 
this  fiscal  year,  we  really  are  exempt- 
ing it  from  all  the  other  foreign  aid 
Gramm-Rudman  cuts,  as  we  are  giving 
exemptions  to  Egypt  and  Israel  and 
Pakistan. 

I  just  do  not  think  that  we  can 
afford  to  do  this. 

Now,  Mrs.  Aquino  made  a  point  to  us 
today  in  her  very  sincere  statement 
that,  yes,  her  country  needs  money 
and  she  needs  to  provide  an  income  to 
the  rebels,  the  insurgents,  the  Com- 
munists, so  that  they  will  not  be  poor 
and  depressed  people. 

What  she  needs  is  to  revise  her  econ- 
omy. We  asked  Marcos,  the  gentleman 
from  New  York  [Mr.  Solarz]  and 
myself,  when  we  were  in  the  Philip- 
pines over  a  year  ago,  begging  him  to 
make  the  reforms  that  were  necessary, 
to  make  the  political,  the  economic, 
and  the  military  reforms.  He  refused 
to  do  it  and  he  went  down,  as  well  he 
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should;  but  those  reforms  have  not 
been  made  under  this  administration 
yet  cith6r. 

What  I  am  saying  to  all  of  you  here 
is  that  if  they  do  need  the  money, 
they  need  to  establish  this  confidence 
in  the  rest  of  the  world.  Japan  is  not 
investing  a  nickel.  None  of  the  other 
countries  are  investing  a  nickel,  and 
until  they  make  those  reforms,  those 
countries  will  not. 

If  we  need  to  give  them  $200  million 
today,  let  us  give  $200  million  to  our 
military  construction  program  and  let 
us  spend  the  $200  million  in  the  Phil- 
ippines refurbishing  those  two  bases 
and  that  money  will  end  up  in  the 
Philippines.  It  will  help  them  and  it 
will  help  us,  but  let  us  not  go  through 
this  charade  of  appropriating  now 
$200  million,  adding  to  our  deficit,  as 
the  gentlewoman  from  New  Jersey 
[Mrs.  Roukema]  has  said  so  eloquently 
before,  and  as  the  gentleman  who  re- 
placed our  dear  friend  from  Wisconsin, 
Clem  Zablocki,  has  said,  let  us  do  this 
in  a  normal  procedure  2  weeks  from 
now  in  the  1987  budget  when  it  should 
be  done. 

I  for  one  will  do  everything  I  can  to 
help  the  Philippines  and  even  to  help 
this  kind  of  an  appropriation  within 
the  1987  budget,  but  I  cannot  be  fiscal- 
ly irresponsible  and  support  this  legis- 
lation today. 

I  hope  the  legislation  will  be  defeat- 
ed so  that  we  can  act  on  it  intelligent- 
ly at  another  time. 

Mr.  OBEY.  Mr.  Speaker,  I  yield  our 
remaining  BVz  minutes  to  the  distin- 
guished majority  leader,  the  gentle- 
man from  Texas  [Mr.  Wright]. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
Texas  [Mr.  Wright]  is  recognized  for 
eVz  minutes. 
There  was  no  objection. 
Mr.  WRIGHT.  Mr.  Speaker,  I  rise  in 
support  of  this  legislation.  It  has  been 
reported  to  us  on  a  bipartisan  basis 
from  our  Foreign  Affairs  Committee.  I 
think  it  is  an  imperative  national  need. 
This  is  in  our  own  national  strategic 
interest. 

Surely  our  forward  most  military 
bases,  the  far-flung  battleline  of  the 
United  States,  stretches  to  the  Philip- 
pine Islands. 

I  do  not  know  how  long  our  memo- 
ries may  be,  those  of  us  who  were  of 
an  age  that  we  can  remember,  I  recall 
how  vital  the  Philippines  were  to  our 
national  self-interest  in  World  War  II. 
We  remember  General  MacArthur's 
ordeal  and  how  he  held  on  as  long  as 
he  could  before  being  driven  from  the 
Philippines  and  vowed  upon  leaving, 
"I  shall  return."  We  remember  the 
thrill  that  we  experienced  when  he 

did. 

Many  of  us  can  still  remember  the 
news  reels  how  he  came  aboard  with 
the  gingerbread  showing  on  his  hat, 
with  wet  feet  walking  into  the  Bay  in 
the  Philippines  from  the  landing  craft. 


The  Philippine  Islands  has  such  a 
long  history  of  identity  with  the 
United  States  that  we  cannot  divorce 
them.  There  is  no  way  that  we  can  di- 
vorce the  Philippine  Islands  from  our 
own  best  national  interests.  Militarily, 
from  the  standpoint  of  the  investment 
we  have  in  those  military  bases,  surely 
it  would  cost  us  many  times  more  than 
the  amount  that  is  contemplated  in 
this  bill  if,  God  forbid,  the  tenuous 
tentative  government  they  have  estab- 
lished, the  fragile  flower  of  democracy 
that  has  begun  to  flourish,  should  be 
rooted  up  by  the  tides  of  insurrection, 
and  that  could  happen.  Surely  that 
definitely  could  happen,  unless  this 
fragile  flower  has  the  seedbed  and  the 
rainfall  and  the  nourishment  in  which 
to  grow. 
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Democracy  is  not  an  automatic 
thing.  What  Mrs.  Aquino  and  her  gov- 
ernment have  undertaken  to  do  is  to 
demonstrate  that  a  free  government 
operating  under  constitutional  laws 
with  protection  of  the  rights  of  indi- 
vidual citizens  can  solve  the  legitimate 
social  and  economic  problems  of  the 
people,  and  do  it  better  than  a  slave 
government  driven  by  a  dictatorship 
of  either  the  left  or  right. 

I  cannot  imagine  a  better  invest- 
ment. I  cannot  imagine  a  more  neces- 
sary demonstration  of  our  continuing 
interest  in  that  bastion  of  freedom 
that  exists  that  far  away  in  the  Far 
East.  I  just  ask  Members  to  bear  in 
mind  the  longstanding  obligations 
that  we  have  had  to  them  and  that 
they  have  had  and  discharged  to  us, 
beginning  at  a  time  when  we  helped 
them  win  their  liberty  in  a  sense  from 
the  shackles  of  a  colonial  empire,  and 
for  a  long  while  they  were  associated 
with  us,  sharing  our  burdens  and  our 
responsibilities. 

Then  at  the  end  of  World  War  II. 
when  they  wanted  it,  we  gave  to  them 
their  independence.  We  have  a  respon- 
sibility, it  seems  to  me,  to  see  to  it  that 
the  thing  that  happened  at  the  same 
time  in  history  when  we  helped  them 
attain  their  independence  does  not 
occur  as  occurred  in  Cuba,  and  that 
that  country  should  go  by  the  wayside. 
I  would  just  ask  that  Members  bear 
in  mind  the  prayer  of  the  poet  who 
said: 

God  of  our  fathers,  Itnown  of  old. 
Lord  of  our  far-flung  battle-line. 
Beneath  whose  awful  Hand  we  hold 
Dominion  over  palm  and  pine- 
Lord  God  of  HosU,  be  with  us  yet. 
Lest  we  forget— lest  we  forget! 

Mr.  RAY.  Mr.  Speaker,  I  must  oppose  with 
regret  this  supplemental  legislation  because 
there  is  no  clear-cut  plan  to  fund  it  during  this 
time  of  budget  deficits. 

I  have  seen  no  effort  to  reprogram  funds 
from  other  foreign  aid  recipients  who  are  of  a 
lower  priority  than  the  Philippines. 

The  Philippines  are  a  priority,  and  Mrs. 
Aquino  has  made  a  sincere  plea  for  assist- 


ance. However,  Mrs.  Aquino  has  not  respond- 
ed positively  to  my  own  concerns  and  tfie 
concerns  of  otfwrs  about  the  future  of  our 
military  bases— the  Subic  Bay  Naval  Base  and 
Clark  Air  Force  Base. 

She  says  that  we  can  depend  on  her  to 
work  out  a  mutually  satisfactory  agreement  in 
1988. 

Mr.  Speaker,  the  infrastaicture  of  these 
bases  is  deteriorating  and  cannot  wait  till 
1988. 

DOD  has  requested  $72  milhon  for  1987 
and  has  stated  that  $1  billion  will  be  needed 
by  1 990  to  provide  for  quality  of  life  programs 
and  needed  repairs. 

The  House  Armed  Services  Committee  has 
deleted  the  1 987  funding. 

It  does  not  seem  to  bother  DOD  that,  in 
1988,  Mrs.  Aquino  may  or  may  not  decide  to 
renew  the  lease  for  )ust  1  more  year  at  a  time 
beginning  in  1991— yet  we  are  expected  to 
make  investments  which  will  last  20  or  30 
years  and  which  may,  in  fact,  twnefit  some 
other  country  who  may  not  be  a  friendly  ally. 
Mr.  Speaker,  our  military  bases  in  the  Philip- 
pines are  being  held  hostage. 

A  gun  is  to  our  head,  and  we  are  being 
jerked  around  in  a  manner  which  I  don't  be- 
lieve we  should  tolerate. 

Under  these  circumstances,  because  of  my 
obligations  as  a  fiscally  responsible  Member 
of  Congress,  I  cannot  support  this  supplemen- 
tal appropriations  bill. 

Mr.  BROOMFIELD.  Mr,  Speaker.  I  offer  my 
Strong  support  for  this  joint  resolution  giving 
additional  economic  assistance  to  the  Philip- 
pines. Now  is  the  time  to  help  that  new  gov- 
ernment rebuild  the  economy  of  that  country. 
This  morning,  we  were  honored  to  have  the 
President  of  the  Philppines,  President  Cora- 
zon  Aquino,  address  a  joint  session  of  Con- 
gress. She  IS  to  be  commended  for  her  excel- 
lent remarks.  President  Aquino  told  us  of  the 
tragic  loss  of  her  husband,  and  of  her  vision 
for  the  Philippines. 

Her  new  government  is  bnnging  new  hope 
to  the  Philippine  people.  The  dark  days  of  the 
Marcos  regime  are  behind  us.  Now.  however. 
Is  not  the  time  to  sit  back  and  hope  that  all 
will  go  well  in  that  country.  We  must  ensure 
that  the  democratic  revolution  of  the  Philip- 
pine people  becomes  a  reality.  We  must  work 
with  Mrs.  Aquino  to  ensure  that  the  Philippines 
moves  smoothly  and  confidently  along  the 
road  to  political  and  economic  recovery. 

President  Aquino  briefly  told  us  of  the  finan- 
cial damage  done  to  the  Philippines  by  the 
previous  government  The  Philippines  have 
been  left  in  an  economically  emasulated  and 
fragile  position.  These  are  difficult  times  for 
that  country.  That  island  nation  is  in  dire  need 
of  substantial  emergency  economic  assist- 
ance. Amenca  needs  a  strong  and  stable 
democratic  government  in  that  important 
region  of  the  worid.  Amenca  also  needs  a 
good  and  loyal  ally  in  the  Pacific.  Who  can 
doubt  the  strategic  Importance  of  that  coun- 
try? Who  can  Ignore  the  fact  that  Communist 
insurgents  are  threatening  the  viability  of  the' 
Philippines? 

I  join  my  colleagues  in  supporting  this  re- 
quest for  additional  economic  akJ,  in  the  form 
of  economic  support  funds,  for  the  Philippines. 
This  emergency  economic  package  is  the 
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right  medicine  at  the  right  time.  That  country 
deserves  renewed  US,  investment,  banker 
confidence  and  economic  support.  Now  is  the 
time  to  extend  a  helping  hand  to  an  old  ally 
that  has  stood  by  America  in  past  days.  Presi- 
dent Aquino,  we  stand  with  you  in  your  efforts 
to  bring  new  strength  and  vitality  to  your  land. 
I  urge  my  colleagues  to  join  me  in  this  worth- 
while cause. 

Mr.  OBEY.  Mr.  Speaker,  I  move  the 
previous  question  on  the  joint  resolu- 
tion. 

The  previous  question  was  ordered. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  The  question  is  on 
the  engrossment  and  third  reading  of 
the  joint  resolution. 

The  joint  resolution  was  ordered  to 
be  engrossed  and  read  a  third  time, 
and  was  read  the  third  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  passage  of  the  joint 
resolution. 

The  question  was  taken;  and  the 
Speaker  pro  tempore  announced  that 
the  ayes  appeared  to  have  it. 

Mr.  SOLOMON.  Mr.  Speaker,  I 
object  the  vote  on  the  ground  that  a 
quorum  is  not  present  and  make  the 
point  of  order  that  a  quorum  is  not 
present. 

The  SPEAKER  pro  tempore.  Evi- 
dently a  quorum  is  not  present 

The  Sergeant  at  Arms  will  notify 
absent  Members. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  203,  nays 
197,  answered  "present"  1,  not  voting 
30,  as  follows: 


[Roll  No.  391] 

YEAS- 203 

Ackerman 

Dornan  ( CA ) 

Hunter 

Anderson 

Downey 

Hyde 

Annunzio 

Durbin 

Jeffords 

Aspin 

Dwyer 

Johruion 

Atkins 

Dymally 

Kaptur 

AuCoin 

Eckert(NY) 

Kaslenmeier 

Barnes 

Edgar 

Kemp 

Bates 

Edwards  (CA) 

Kennelly 

Bedell 

Edwards  (OK) 

Kildee 

Beilenson 

Evans  (lAi 

Kolter 

Bennett 

Evans (IL) 

Kostmayer 

Berman 

Fascell 

LaFalce 

Biaggi 

Fazio 

Lagomarsino 

Boehlert 

Feighan 

Lantos 

Bog'gs 

Fish 

Leach  (lA) 

Bonior  (MI) 

Florio 

Leath(TX) 

Bonker 

Foglietta 

Lehman  (CA) 

Borski 

Foley 

Lehman  (FL) 

Boucher 

Ford  (MI) 

Lent 

Boxer 

Frank 

Levin  (MI) 

Broomfield 

Frost 

Levine  (CA) 

Brown  (CA) 

Fuqua 

Lewis  (CA) 

Bruce 

Gallo 

Lipinski 

Bryant 

Garcia 

Long 

Bustamante 

Gejdenson 

Lott 

Chandler 

Gephardt 

Lowery  (CA) 

Chappell 

Gibbons 

Lowry  (WA) 

Coelho 

Gilman 

Lundine 

Collins 

Gingrich 

MacKay 

Conte 

Gray  (PA) 

Manton 

Cooper 

Green 

Markey 

Coughlin 

Guarini 

Martin  (NY) 

Coyne 

Gunderson 

Matsui 

Crockett 

Hall  (OH) 

Mavroules 

de  la  Garza 

Hatcher 

McCurdy 

Derrick 

Hawkins 

McDade 

DeWine 

Hayes 

McGrath 

Dicks 

Hertel 

McHugh 

Dingell 

Hillis 

McKernan 

DioGuardi 

Horton 

McKinney 

Dixon 

Howard 

Meyers 

Donnelly 

Hoyer 

Mica 

Michel 

Mikulski 

Miller  (CA) 

Miller  (WA) 

Mineta 

Mitchell 

Moakley 

Molinari 

Mollohan 

Moody 

Morrison  ( CT ) 

Morrison  (WA) 

Mrazek 

Murtha 

Natcher 

Neal 

Nowak 

Oakar 

Oberstar 

Obey 

Ortiz 

Owens 

Pashayan 

Penny 

Pepper 

Price 


Akaka 

Alexander 

Andrews 

Anthony 

Applegate 

Archer 

Armey 

Badham 

Bartlett 

Barton 

Bateman 

Bentley 

Bereuter 

Bevill 

Bilirakis 

Bliley 

Boner  (TN) 

Bosco 

Boulter 

Brooks 

Brown  (CO) 

Burton  (IN) 

Byron 

Carney 

Carper 

Carr 

Chapman 

Chappie 

Clay 

Clinger 

Coats 

Cobey 

Coble 

Coleman  (MO) 

Coleman  (TX) 

Combest 

Courter 

Craig 

Crane 

Daniel 

Dannemeyer 

Darden 

Daschle 

Daub 

Davis 

DeLay 

Dorgan(ND) 

Dowdy 

Dreier 

Duncan 

Dyson 

Eckart  (OH) 

Emerson 

English 

Erdreich 

Fawell 

Fiedler 

Fields 

Flippo 

Franklin 

Prenzel 

Gaydos 

Gekas 

Glickman 

Goodling 

Gordon 

Gradison 


Pursell 

Richardson 

Robinson 

Rodino 

Roe 

Rostenkowski 

Roybal 

Sabo 

Savage 

Scheuer 

Schroeder 

Schumer 

Seiberling 

Sharp 

Sikorski 

Siljander 

Slattery 

Smith  (FL) 

Smith  (NJ) 

Snowe 

Solarz 

Spratt 

Staggers 

Stark 

Studds 

Synar 

NAYS- 197 

Gray  (IL) 

Gregg 

Hall.  Ralph 

Hamilton 

Hammerschmidt 

Hansen 

Hefner 

Hendon 

Henrv 

Hiler 

Holt 

Hopkins 

Hubbard 

Huckaby 

Hughes 

Hutto 

Jacobs 

Jenkins 

Jones  (NC) 

Jones  (OK) 

Jones  (TNi 

Kanjorski 

Kasich 

Kleczka 

Kolbe 

Kramer 

Latta 

Lewis  (FL) 

Lightfoot 

Lloyd 

Loeffler 

Lujan 

Luken 

Lungren 

Mack 

Madigan 

Marlenee 

Martin  (IL) 

Martinez 

Mazzoli 

McCain 

McCandless 

McCloskey 

McCollum 

McEwen 

McMillan 

Miller  (OH) 

Monson 

Montgomery 

Moorhead 

Murphy 

Myers 

Nelson 

Nichols 

Nielson 

Olin 

Oxley 

Packard 

Panetta 

Parris 

Pease 

Perkins 

Petri 

Pickle 

Porter 

Quillen 

Rah  all 


Tauke 

Thomas  (CA) 

Torres 

Torricelli 

Towns 

Udall 

Vander  Jagt 

Vento 

Vucanovich 

Walgren 

Waxman 

Weaver 

Weber 

Weiss 

Wheat 

Whitley 

Williams 

Wirth 

Wise 

Wolf 

Wolpe 

Wort  ley 

Wright 

Yates 

Zschau 


Ray 
Reg 
Re* 
Rfi%e 

inaldo 
Ritter 
Roberts 
Roemer 
Rogers 
Roth 
Roukema 
Rowland  (CT) 
Rowland  'GAi 
Rudd 
Russo 
Saxton 
Schneider 
Schulze 
Sensenbrenner 
Shaw- 
Shelby 
Shumway 
Shuster 
Sisisky 
Skeen 
Skellon 
Slaughter 
Smith  (lAi 
Smith  (NE) 
Smith.  Denny 

<OR) 
Smith.  Robert 

(NH) 
Smith.  Robert 

(OR) 
Snyder 
Solomon 
Spence 
St  Germain 
Stallings 
Stangeland 
Stenholm 
Strang 
Stump 
Sundquist 
Swindall 
Tallon 
Tauzin 
Taylor 

Thomas  (GA) 
Traficant 
Traxler 
Valentine 
Visclosky 
Volkmer 
Walker 
Watkins 
Whitehurst 
Whittaker 
Whitten 
Wyden 
Wylie 
Yatron 
Young  (AK) 
Young  (FL) 
Young  (MO) 


ANSWERED  'PRESENT"-! 
Gonzalez 


Barnard 

Boland 

Breaux 

Burton  (CA) 

Callahan 

Campbell 

Cheney 

Conyers 

Dellums 

Dickinson 


NOT  VOTING- 

Early 

Ford  (TN) 

Fowler 

Grotberg 

Hartnett 

Ireland 

Kindness 

Leland 

Livingston 

Moore 
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30 

Rangel 

Rose 

Schaefer 

Schuette 

Stokes 

Stratton 

Sweeney 

Swift 

Waldon 

Wilson 


The  Clerk  announced  the  following 
pair: 
On  this  vote: 

Mr.  Dellums  for,  with  Mr.  Barnard 
against. 

Mr.  CHAPMAN  and  Mr.  DAVIS 
changed  their  votes  from  "yea"  to 
"nay." 

Mr.  MARTIN  of  New  York  changed 
his  vote  from  "nay"  to  "yea". 

So  the  joint  resolution  was  passed. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 

AUTHORIZING    THE     CLERK    TO 
MAKE     CORRECTIONS     IN     EN- 
GROSSMENT  OF   HOUSE   JOINT 
•     RESOLUTION  732 

Mr.  OBEY.  Mr.  Speaker,  I  ask  unan- 
imous consent  that  in  the  engrossment 
of  the  joint  resolution  just  passed,  the 
Clerk  be  authorized  to  make  technical 
corrections  in  punctuation,  spelling, 
and  cross-references. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Wisconsin? 

There  was  no  objection. 


INDIAN  HEALTH  CARE 
AMENDMENTS  OF  1986 

Mr.  FROST.  Mr.  Speaker,  by  direc- 
tion of  the  Committee  on  Rules,  I  call 
up  House  Resolution  528  and  ask  for 
its  immediate  consideration. 

The  Clerk  read  the  resolution,  as  fol- 
lows: 

H.  Res.  528 

Resolved,  That  at  any  time  after  the  adop- 
tion of  this  resolution  the  Speaker  may, 
pursuant  to  clause  Kb)  of  rule  XXIII,  de- 
clare the  House  resolved  into  the  Commit- 
tee of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H.R. 
1426)  to  reauthorize  and  amend  the  Indian 
Health  Care  Improvement  Act,  and  for 
other  purposes,  and  the  first  reading  of  the 
bill  shall  be  dispensed  with.  After  general 
debate,  which  shall  be  confined  to  the  bill 
and  shall  continue  not  to  exceed  one  hour, 
thirty  minutes  to  be  equally  divided  and 
controlled  by  the  chairman  and  ranking  mi- 
nority member  of  the  Committee  on  Interi- 
or and  Insular  Affairs  and  thirty  minutes  to 
be  equally  divided  and  controlled  by  the 
chairman  and  ranking  minority  meml>er  of 
the  Committee  on  Energy  and  Conmierce, 
the  bill  shall  be  considered  for  amendment 
under  the  five-minute  rule.  In  lieu  of  the 
amendments  recommended  by  the  Commit- 
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tees on  Interior  and  Insular  Affairs  and 
Energy  and  Commerce  now  printed  in  the 
bill,  it  shall  be  in  order  to  consider  an 
amendment  in  the  nature  of  a  substitute 
consisting  of  the  text  of  the  bill  H.R.  5222 
as  an  original  bill  for  the  purpose  of  amend- 
ment under  the  five-minute  rule,  said  substi- 
tute shall  be  considered  for  amendment  by 
titles  instead  of  by  sections  and  each  title 
shall  be  considered  as  having  been  read,  and 
all  points  of  order  against  said  substitute  for 
failure  to  comply  with  the  provisions  of 
clause  5(a)  of  rule  XXI  are  hereby  waived. 
At  the  conclusion  of  the  consideration  of 
the  bill  for  amendment,  the  Conmiittee 
shall  rise  and  report  the  bill  to  the  House 
with  such  amendments  as  may  have  been 
adopted,  and  any  Member  may  demand  a 
separate  vote  in  the  House  on  any  amend- 
ment adopted  in  the  Committee  of  the 
Whole  to  the  bill  or  to  the  amendment  in 
the  nature  of  a  substitute  made  in  order  as 
original  text  by  this  resolution.  The  previ- 
ous question  shall  be  considered  as  ordered 
on  the  bill  and  amendments  thereto  to  final 
passage  without  intervening  motion  except 
one  motion  to  recommit  with  or  without  in- 
structions. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Texas  [Mr.  Frost]  is 
recognized  for  1  hour. 

Mr.  FROST.  Mr.  Speaker,  for  pur- 
poses of  debate  only,  I  yield  30  min- 
utes to  the  gentleman  from  Tennessee 
[Mr.  QuiLLEN],  pending  which  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  House  Resolution  528 
is  an  open  rule  providing  for  the  con- 
sideration of  H.R.  1426,  a  bill  to  reau- 
thorize and  amend  the  Indian  Health 
Care  Improvement  Act.  The  resolution 
provides  for  I  hour  and  30  minutes  of 
general  debate  to  be  divided  in  the  fol- 
lowing manner:  I  hour  to  be  equally 
divided  and  controlled  by  the  chair- 
man and  ranking  minority  member  of 
the  Committee  on  Interior  and  Insular 
Affairs  and  30  minutes  to  be  equally 
divided  and  controlled  by  the  chair- 
man and  ranking  minority  member  of 
the  Committee  on  Energy  and  Com- 
merce. 

The  rule  provides  that  in  lieu  of  the 
amendments  recommended  by  the 
Committees  on  Interior  and  Insular 
Affairs  and  Energy  and  Commerce, 
which  are  now  printed  in  the  bill,  that 
it  shall  be  in  order  to  consider  an 
amendment  in  the  nature  of  a  substi- 
tute, consisting  of  the  text  of  H.R. 
5222,  as  an  original  bill  for  the  pur- 
pose of  amendment  under  the  5- 
minute  rule.  The  rule  further  provides 
that  the  substitute  shall  be  considered 
for  amendment  by  titles  instead  of  by 
sections  and  that  each  title  shall  be 
considered  as  having  been  read. 

Mr.  Speaker,  H.R.  5222,  which  is 
made  in  order  as  the  amendment  vehi- 
cle by  this  rule,  represents  a  compro- 
mise proposal  developed  by  the  two 
committees  having  jurisdiction  over 
Indian  health  programs.  H.R.  1426  was 
reported  from  both  the  Interior  Com- 
mittee and  the  Energy  and  Commerce 
Committee  in  slightly  differing  forms 
in  May  1985.  In  April  of  this  year,  the 
two  committees  agreed  to  a  version  of 


the  bill,  embodied  in  H.R.  4600,  which 
was  presented  to  the  House  under  sus- 
pension of  the  rules,  but  that  version 
failed  to  receive  the  necessary  two- 
thirds  vote  for  passage.  Since  last 
April,  the  two  committees  have  devel- 
oped a  new  consensus  bill  which  in- 
cludes many  provisions  from  H.R.  1426 
which  are  mutually  agreeable  to  the 
two  committees.  However,  there 
remain  matters  in  the  consensus  bill 
which  are  still  subject  to  some  dis- 
agreement and  consequently,  the  rule 
providing  for  the  consideration  of  H.R. 
1426  and  the  substitute,  H.R.  5222, 
provides  for  the  consideration  of  all 
germane  amendments. 

Mr.  Speaker,  the  rule  further  pro- 
vides a  waiver  of  points  of  order 
against  the  substitute  for  failure  to 
comply  with  the  provisions  of  clause 
5(a)  of  rule  XXI,  which  prohibits  the 
consideration  of  appropriations  in  a 
legislative  bill.  The  substitute  provides 
for  the  expenditure  of  moneys  held  in 
trust  for  Indian  tribes  by  the  U.S. 
Government,  by  those  Indian  tribes 
for  the  renovation  or  modernization  of 
Indian  Health  Service  facilities.  This 
provision  of  the  substitute  specifically 
states  that  the  expenditure  of  these 
trust  fund  moneys  does  not  obligate 
the  Indian  Health  Service  to  further 
expenditures  on  the  facility  in  ques- 
tion, but  since  the  provision  does  pro- 
vide for  expenditure  from  the  Federal 
Treasury,  a  waiver  is  necessary  against 
the  substitute. 

In  addition,  the  rule  provides  that  at 
the  conclusion  of  the  consideration  of 
the  bill  for  amendment,  the  committee 
shall  rise  and  report  the  bill  to  the 
House  with  such  amendments  as  may 
have  been  adopted,  and  that  any 
Member  may  demand  a  separate  vote 
in  the  House  on  any  amendment 
adopted  in  the  Committee  of  the 
Whole  to  the  bill  or  to  the  amendment 
in  the  nature  of  a  substitute  made  in 
order  as  original  text  by  this  rule.  Fi- 
nally, the  rule  provides  that  the  previ- 
ous question  shall  be  considered  as  or- 
dered on  the  bill  and  amendments 
thereto  to  final  passage  without  inter- 
vening motion  except  one  motion  to 
recommit  with  or  without  instructions. 
Mr.  Speaker,  in  1976  when  the  Con- 
gress first  passed  the  Indian  Health 
Care  Improvement  Act,  it  acted  in  re- 
sponse to  well  documented  evidence  of 
deficiencies  in  the  health  of  the 
Native  American  population.  The  1976 
act  was  designed  to  provide  additional 
funding  for  Indian  health  care  over 
and  above  services  made  available  to 
the  Native  American  population 
through  the  1921  Synder  Act,  as  well 
as  to  establish  new  programs  such  as 
manpower  training  for  health  care 
professionals  and  urban  health  clinics. 
The  act's  purpose  was,  then,  to  raise 
the  health  status  of  Indian  and  Alaska 
Natives  over  a  7-year  period,  ending  in 
fiscal  year  1984,  to  a  level  comparable 
to  that  of  the  general  U.S.  population. 


While  the  act  was  revised  and  ex- 
tended in  1980  and  provided  the  au- 
thorization that  carried  these  pro- 
grams through  fiscal  year  1984,  the 
goal  to  achieve  health  parity  has  not 
been  completely  met. 

H.R.  1426  is  designed  to  not  only  re- 
authorize those  programs  of  the  1976 
act  for  an  additional  4  fiscal  years,  but 
to,  within  the  constraints  of  a  limited 
Federal  budget,  provide  a  continued 
commitment  to  improving  the  status 
of  Indian  health  until  it  is  at  a  parity 
with  the  rest  of  the  Nation.  The  bill 
provides  authorizations  of  $23.5  rail- 
lion  in  fiscal  year  1987,  $75.5  million  in 
fiscal  year  1988,  $79.9  million  in  fiscal 
year  1989,  and  $65.2  million  in  fiscal 
year  1990.  These  authorization  levels 
will  provide  expanded  health  manpow- 
er and  training,  targeted  assistance  for 
those  tribes  that  are  most  deficient  in 
health  services,  a  catastrophic  health 
emergency  fund  to  assist  in  meeting 
extraordinary  costs  associated  with 
disasters  or  catastrophic  illnesses, 
sanitation  facilities,  and  continued 
outreach  and  referral  services  for 
urban  Indians. 

Mr.  Speaker,  the  cotiunitment  of  our 
Government  to  the  native  American 
population  is  not  one  we  should  shirk 
even  in  these  times  of  spending  re- 
straint. I  urge  my  colleagues  to  adopt 
this  rule  which  provides  for  a  full  and 
fair  debate  of  the  issues  embodied  in 
H.R.  1426  and  in  our  Government's 
commitment  to  the  American  Indian. 

D  1505 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

You  know,  Mr.  Speaker,  our  native 
Americans  have  long  been  overlooked. 
We  have  pushed  them  around.  In  ear- 
lier days  we  slaughtered  them. 

We  do  not  treat  them  with  the  re- 
spect that  they  deserve,  and  it  is  time 
we  started  doing  that. 

Improvement  of  health  care  is  most 
important.  I  believe  that  this  measure 
provides  that,  not  only  to  our  Ameri- 
can Indians  but  Native  Alaskans  as 
well. 

We  devoted  a  lot  of  time  on  this 
House  floor  trying  to  say  what  is 
wrong  in  South  Africa,  and  what  is 
wrong  in  the  countries  of  the  world. 
Yet  we  have  blindfolds  as  to  what  is 
wrong  with  our  native  Americans. 

We  need  to  get  down  to  the  business 
of  helping  them.  Health  care  is  only 
one  measure. 

Mr.  Speaker,  I  sincerely  plead  with 
the  Members  of  this  House  to  open 
their  eyes  to  what  is  going  on  and 
what  has  gone  on  amd  what  has  to  be 
done  instead  of  f(x:using  on  other 
countries  around  the  world.  We  must 
concentrate  on  a  problem  that  has 
long  been  overlooked  In  our  own  coun- 
try. 
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Mr.  Speaker.  I  yield  2  minutes  to  the 
gentleman  from  Arizona  [Mr. 
McCain]. 

Mr.  McCain.  I  thank  the  gentleman 
for  yielding  this  time  to  me  on  this 
rule. 

Mr.  Speaker,  I  rise  in  support  of  the 
rule.  Similar  legislation.  H.R.  4600. 
was  brought  up  before  this  body  under 
suspension.  That  bill  was  defeated  be- 
cause certain  Members  wanted  to 
retain  the  right  to  perfect  the  bill. 
The  rule  provides  for  1  hour  of  open 
debate,  equally  divided  between  the 
two  authorizing  committees  and  fur- 
ther divided  between  the  minority  and 
majority.  It  also  provides  that  it  is 
open  to  amendment  during  the  read- 
ing of  the  bill  by  title. 

I,  for  one,  will  have  an  amendment 
concerning  the  eligibility  of  California 
Indians.  This  is  a  provision  cited  by 
the  President  in  his  veto  statement  on 
similar  legislation  in  the  last  Congress, 
and  present  in  the  administration's 
statement  of  opposition  to  this  bill. 
My  amendment  will  address  that  spe- 
cific concern  and  improve  the  chances 
of  signature  on  this  important  piece  of 
legislation  for  Indian  tribes.  Addition- 
ally, my  amendment  is  supported  by 
the  National  Tribal  Chairman's  Asso- 
ciation, a  body  made  up  of  the  selected 
leaders  of  Indian  tribes,  including  Cali- 
fornia Indian  tribes. 

The  Indian  Health  Care  Amend- 
ments of  1986  is  one  of  the  most  im- 
portant pieces  of  legislation  for  the 
future  of  Indian  tribes.  It  is  an  at- 
tempt to  provide  minimal  adequate 
care  to  Indian  people.  It  is  said  that 
medical  care  in  Indian  country  is  one 
generation  behind  that  of  the  rest  of 
the  Nation.  Because  of  this  it  is  impor- 
tant to  perfect  the  bill  so  that  the 
President  will  sign  it  into  law.  I  believe 
we  are  very  close  to  that  point.  I  urge 
my  colleagues  to  support  the  rule  and 
H.R. 1426. 

Mr.  QUILLEN.  Mr.  Speaker.  I  have 
no  further  requests  for  time,  but  I 
urge  adoption  of  the  rule  and  the 
measure  when  it  is  debated  on  the 
House  floor. 

We  must  not  continue  to  overlook 
the  first  Americans  of  this  great  land 
of  ours. 

Mr.  Speaker.  I  yield  back  the  bal- 
ance of  my  time. 

Mr.  FROST.  Mr.  Speaker.  I  yield 
back  the  balance  of  my  time  and  I 
move  the  previous  question  on  the  res- 
olution. 

The  previous  question  was  ordered. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  The  question  is  on 
the  resolution. 

The  question  was  taken:  and  the 
Speaker  pro  tempore  announced  that 
the  ayes  appeared  to  have  it. 

Mr.  QUILLEN.  Mr.  Speaker,  I  object 
to  the  vote  on  the  ground  that  a 
quonmi  is  not  present  and  make  the 
point  of  order  that  a  quorum  is  not 
present. 


September  18,  1986 


The   SPEAKER    pro   tempore.    Evi- 
dently a  quorum  is  not  present. 

The  Sergeant   at   Arms  will  notify 
absent  Members. 

The   vote   was   taken   by   electronic 
device,  and  there  were— yeas  385,  nays 
1,  not  voting  45.  as  follows; 
(Roll  No.  392] 
YEAS-385 


Ackerman 

Akaka 

Alexander 

Anderson 

Andrews 

Annunzio 

Anthony 

Applegate 

Archer 

Armey 

Aspin 

Atkins 

AuCoin 

Badham 

Barnes 

Bartlett 

Barton 

Baleman 

Bates 

Bedell 

Beilenson 

Bennett 

Bentley 

Bereuter 

Berman 

Bevill 

Biaggi 

Bilirakis 

Bhley 

Boehlert 

Boggs 

Boner  (TN) 

Bonior  (MI) 

Bonker 

Borski 

Bosco 

Boulter 

Boxer 

Brooks 

Broomfield 

Brown  (CA> 

Brown  (CO) 

Bruce 

Bryant 

Burton  (IN) 

Bustamante 

Byron 

Carney 

Carper 

Carr 

Chandler 

Chapman 

Chappell 

Chappie 

Clay 

Cllnger 

Coats 

Cobey 

Coble 

Coelho 

Coleman  (MO) 

Coleman  (TX) 

Collins 

Combest 

Conte 

Cooper 

Coughlin 

Courter 

Coyne 

Craig 

Crockett 

Daniel 

Dannemeyer 

Darden 

Daschle 

Daub 

Davis 

de  la  Garza 

DeLay 

Derrick 

DeWine 

Dicks 

Dingell 


DioGuardi 

Dixon 

Donnelly 

Dorgan  (ND) 

Dornan  (CA) 

Dowdy 

Downey 

Dreier 

Duncan 

Durbin 

Dwycr 

Dymally 

Dyson 

Eckart  (OH) 

Eckort  ( NY ) 

Edgar 

Edwards  (CA) 

Edwards  (OK) 

Emerson 

English 

Erdreich 

Evans  (lA) 

Evans  (ID 

Fascell 

Fawell 

Fazio 

Feighan 

Fields 

Fish 

Flippo 

Foglietta 

Foley 

Ford  (Ml) 

Frank 

Franklin 

Frenzel 

Frost 

Fuqua 

Gallo 

Garcia 

Gaydos 

Gejdenson 

Gekas 

Gephardt 

Gibbons 

Oilman 

Gingrich 

Glickman 

Gonzalez 

Goodling 

Gordon 

Gradison 

Gray  (ID 

Gray  (PA) 

Green 

Gregg 

Guarini 

Gunderson 

Hall  (OH) 

Hall.  Ralph 

Hamilton 


Johnson 

Jones  (NO 

Jones  (OK) 

Jones  (TN) 

Kanjorski 

Kaptur 

Kasich 

Kemp 

Kennelly 

Kildee 

Kleczka 

Kolbe 

Kolter  * 

Kostmayer 

Kramer 

LaFalce 

Lagomarsino 

Lantos 

Leach  iIA) 

Leath  (TX) 

Lehman  (CA) 

Lehman  (FD 

Lent 

Levin  (MI) 

Levine  (CA) 

Lewis  (CA) 

Lewis  (FL) 

Light  foot 

Lipinski 

Lloyd 

Loeffler 

Long 

Lott 

Lowery  (CA) 

Lowry  ( WA ) 

Lujan 

Luken 

Lundine 

Lungren 

Mack 

Mac  Kay 

Madigan 

Manton 

Markey 

Marlenee 

Martin  (ID 

Martin  (NY) 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCain 

McCandless 

McCloskey 

McCoUum 

McCurdy 

McDade 

McGrath 

McHugh 

McKernan 

McKinney 


Hammerschmidt  McMillan 


Hansen 

Hatcher 

Hayes 

Hefner 

Hendon 

Henry 

Hiler 

Hillis 

Holt 

Hopkins 

Horton 

Howard 

Hoyer 

Hubbard 

Huckaby 

Hughes 

Hunter 

Hutto 

Jacobs 

Jeffords 

Jenkins 


Meyers 

Mica 

Michel 

Mikulski 

Miller  (CA) 

Miller  (OH) 

Miller  (WA) 

Mineta 

Moakley 

Molinari 

Monson 

Montgomery 

Moody 

Moorhead 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Murphy 

Murtha 

Myers 

Nate  her 


Nelson 

Nichols 

Nielson 

Nowak 

Oakar 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Oxley 

Packard 

Panetta 

Parris 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Petri 

Pickle 

Porter 

Price 

Pursell 

Quillen 

Rahall 

Ray 

Regula 

Reid 

Richardson 

Ridge 

Rinaldo 

Ritter 

Roberts 

Robinson 

Roe 

Roemer 

Rogers 

Rose 

Rostenkowski 

Roth 

Roukema 

Rowland  (CT) 

Rowland  iGA) 

Rovbal 

Rudd 

Russo 


Sabo 
Savage 
Saxton 
Scheuer 
Schneider 
Schroeder 
Schuize 
Schumer 
Seiberling 
Sensenbrenner 
Sharp 
Shaw- 
Shelby 
Shumway 
Shuster 
Sikorski 
Siljander 
Sisisky 
Skeen 
Skelton 
Slattery 
Slaughter 
Smith  (FL) 
Smith  (lA) 
Smith  (NE) 
Smith  (NJ) 
Smith.  Denny 

(OR) 
Smith.  Robert 

(NHi 
Smith,  Robert 

(OR) 
Snowe 
Snyder 
Solarz 
Solomon 
Spence 
Spratt 
St  Germain 
Staggers 
Stallings 
Stangeland 
Stark 
Stenholm 
Strang 
Studds 
Stump 

NAYS-1 
Crane 


NOT  VOTING-45 


Sundquist 

Swindall 

Synar 

Tallon 

Tauke 

Tauzin 

Taylor 

Thomas  (CA) 

Thomas  (GA) 

Torres 

TorricelH 

Towns 

Traficant 

Traxler 

Udall 

Valentine 

Vander  Jagt 

Vento 

Visclosky 

Volkmer 

Vucanovich 

Walgren 

Walker 

Watkins 

Waxman 

Weaver 

Weber 

Weiss 

Wheat 

Whitehurst 

Whitley 

Whittaker 

Whitten 

Wise 

Wolf 

Wortley 

Wright 

Wyden 

Wylie 

Yates 

Yatron 

Young  (AK) 

Young (FL) 

Young  (MO) 

Zschau 


Barnard 

Boland 

Boucher 

Breaux 

Burton  (CA) 

Callahan 

Campbell 

Cheney 

Conyers 

Dellums 

Dickinson 

Early 

Fiedler 

Florio 

Ford(TN) 


Fowler 

Grot  berg 

Harlnett 

Hawkins 

Hertel 

Hyde 

Ireland 

Kastenmeier 

Kindness 

Latia 

Leland 

Livingston 

McEweii 

Mitchell 

Mollohan 

D  1530 


Moore 

Neal 

Rangel 

Rodino 

Schaefer 

Schuette 

Stokes 

Stratlon 

Sweeney 

Swift 

Waldon 

Williams 

Wilson 

Wirth 

Wolpe 


Mr.  BROWN  of  Colorado  changed 
his  vote  from  "nay"  to  "yea." 

So  the  resolution  was  agreed  to. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  House  Resolution  528  and  rule 
XXIII,  the  Chair  declares  the  House 
in  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con- 
sideration of  the  bill,  H.R.  1426. 

D  1533 

IN  THE  COMMITTEE  OF  THE  WHOLE 

Accordingly  the  House  resolved 
itself  into  the  Committee  of  the 
Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill 
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(H.R.  1426)  to  reauthorize  and  amend 
the  Indian -Health  Care  Improvement 
Act,  and  for  other  purposes,  with  Mr. 
Anthony  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN.  Pursuant  to  the 
rule,  the  first  reading  of  the  bill  is  dis- 
pensed with. 

Under  the  rule,  the  gentleman  from 
Arizona  [Mr.  Udall]  will  be  recognized 
for  15  minutes,  the  gentleman  from 
Arizona  [Mr.  McCain]  will  be  recog- 
nized for  15  minutes,  the  gentleman 
from  California  [Mr.  Waxman]  will  be 
recognized  for  15  minutes,  and  the 
gentleman  from  Utah  [Mr.  Nielson] 
will  be  recognized  for  15  minutes. 

The  Chair  recognizes  the  gentleman 
from  Arizona  [Mr.  UdallI. 

Mr.  UDALL.  Mr.  Chairman,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Chairman.  I  am  pleased  to  bring 
before  the  House  for  its  consideration 
the  bill,  H.R.  1426,  the  Indian  Health 
Care  Amendments  of  1986. 

The  purpose  of  this  bill  is  to: 


ment  of  our  population  who  have  a 
health  standard  lower  than  that  of 
many  Third  World  countries. 

This  disagreeable  state  of  affairs 
hardly  comports  with  the  unique  obli- 
gations we  owe  to  the  Indian  tribes 
and  their  members.  It  is  unacceptable. 
Passage  of  H.R.  1426  will  represent  a 
clear  statement  of  the  House  of  Repre- 
sentatives that  it  is  unacceptable. 

Mr.  Chairman,  H.R.  1426  was  jointly 
referred  to  my  committee  and  the 
Committee  on  Energy  and  Commerce. 
Both  committees  have  reported  the 
bill,  but  in  different  versions.  We  have 
compromised  our  differences  and  that 
compromise  has  been  introduced  by 
myself  and  Congressman  Waxman  as 
H.R.  5222.  Under  the  rule,  the  text  of 
H.R.  5222  will  be  considered  as  origi- 
nal text  for  purpose  of  amendment. 

I  am  sure  that  Members  may  have 
further  amendments  which  will  fur- 
ther improve  this  most  important  leg- 
islation. 

I  would  like  to  commend  the  chair 
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Health  Manpower  Program  and  the 
Urban  Indian  Health  Program  estab- 
lished in  the  1976  Indian  Health  Act: 

Provide  new  programs,  direction, 
and  guidance  in  providing  health  serv- 
ices to  Indian  people:  and 

Make  basic  reforms  in  the  adminis- 
tration of  Indian  health  programs. 

Mr.  Chairman,  the  United  States  has 
a  unique  legal  and  moral  responsibility 
to  ensure  that  Indian  people  have 
available  adequate  health  care.  That 
responsibility  is  founded  upon  many 
treaties  and  statutes  and  the  historical 
relationship  with  Indian  tribes. 

The  record  made  before  the  Interior 
Committee  over  the  last  4  years  have 
made  it  very  clear  that  we  have  not 
adequately  met  that  responsibility.  It 
is  my  hope  and  belief  that  enactment 
of  this  bill  will  go  a  long  way  toward 
meeting  that  responsibility.      . 

Since  the  enactment  of  the  Indian 
Health  Care  Improvement  Act  in  1976, 
significant  progress  iias  been  made  in 
raising  the  health  standards  of  Indian 
people  toward  that  of  the  rest  of  the 
Nation. 

Yet,  Mr.  Chairman,  I  must  advise 
the  House  that  Indians  still  lag  far 
behind  the  rest  of  the  Nation  in 
health  status  and  health  conditions. 
By  way  of  example,  I  will  read  from 
the  1984  testimony  of  Dr.  Frank  Bil- 
lingsley  of  the  American  College  of 
Obstetricians  and  Gynecologists  who 
stated: 

I  have  served  in  volunteer  situations  in 
southern  communities,  in  Southeast  Asia 
and  in  South  America,  and  I  can  say  that 
the  Indian  health  situation  is  probably 
lower  in  many  areas  than  many  of  these 
other  countries  *  •  *. 

What  Dr.  Billingsley  and  the  many 
other  witnesses  who  appeared  before 
my  coirunittee  are  saying  is  that,  in 
the  most  affluent  and  advanced 
Nation  in  the  world,  there  is  a  seg- 


and  Environment,  Mr.  Waxman,  for 
his  great  concern  and  efforts  in  the  de- 
velopment of  this  legislation. 

I  would  also  like  to  commend  Mr. 
McCain  and  Mr.  Richardson  and 
many  other  members  of  my  committee 
who  worked  so  hard  on  the  bill. 

Mr.  Chairrnan,  I  urge  the  House  to 
pass  H.R.  1426,  as  amended. 

Mr.  McCAIN.  Mr.  Chairman,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Chairman,  as  an  original  cospon- 
sor  of  H.R.  1426,  I  rise  in  strong  sup- 
port of  the  measure.  Based  on  the 
Constitution,  historical  development, 
treaties,  and  statutes,  the  United 
States  has  assumed  a  legal  and  moral 
obligation  to  provide  adequate  health 
care  and  services  to  the  Indian  tribes 
and  their  members.  It  is  the  stated 
purpose  of  the  1980  Indian  Health 
Care  Improvement  Act  that  this  obli- 
gation shall  be  met  in  a  manner  that 
will  ensure  a  health  status  for  mem- 
bers of  Indian  tribes  at  a  parity  with 
the  rest  of  the  Nation. 

Recently,  the  Office  of  Technology 
Assessment  issued  a  report  on  Indian 
health  care.  It  stated  that  since  1955 
substantial  improvement  had  been 
made  in  the  health  status  of  our 
native  Americans,  "but  Indians  still 
lag  behind  the  general  U.S.  popula- 
tion." The  mortality  rate  is  1.4  times 
that  the  general  population,  37  per- 
cent of  Indian  deaths  occur  before  the 
age  of  45,  death  from  diabetes  is  2.8 
times  the  U.S.  rate,  diseases  such  as 
pneumonia  and  influenza  are  still 
common  causes  of  death  among  Indi- 
ans, the  suicide  rate  is  1.7  times  the 
general  population,  and  the  list  goes 
on.  Most  experts  consider  the  state  of 
Indian  health  and  health  care  to  be  a 
generation  behind  the  rest  of  the 
Nation. 

H.R.  1426  represents  a  reaffirmation 
of  our  commitment  to  Indian  tribes 
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and  Indian  people.  It  reauthorizes  sev- 
eral programs  including  urban  health 
programs,  and  the  Health  Care  Im- 
provement Fund.  It  also  authorizes 
new  programs  such  as  the  Catastroph- 
ic Fund.  The  bill  is  not  without  con- 
troversy, and  I  will  offer  my  own 
amendment  at  the  proper  time  con- 
cerning the  eligibility  of  California  In- 
dians. Additionally,  I  believe  there  will 
be  other  technical  amendments.  I  do 
caution  the  Members  that  the  provi- 
sions of  H.R.  1426  are  the  result  of 
careful  analysis  of  the  unmet  health 
needs  of  Indian  tribes.  Deep  cuts  in 
the  authorization  levels  should  not  be 
made.  H.R.  1426  is  our  commitment  to 
Indian  tribes  and  it  is  important  to 
live  up  to  our  commitments. 

I  urge  my  colleagues  to  support  H.R. 
1426.  the  Indian  Health  Care  Amend- 
ments of  1986. 

D  1540 

Mr.  WAXMAN.  Mr.  Chairman.  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Chairman,  I  rise  in  strong  sup- 
port of  H.R.  1426.  the  Indian  Health 
Care  Amendments  of  1986. 

Let  me  first  thank  the  distinguished 
chairman  of  the  Committee  on  Interi- 
or and  Insular  Affairs,  Mr.  Udall,  for 
his  leadership  on  this  bill  and  on 
Indian  affairs  generally. 

H.R.  1426,  which  is  before  the  House 
with  a  substitute  text  introduced  as 
H.R.  5222,  would  revise  and  extend, 
for  4  years,  the  Indian  Health  Care 
Improvement  Act.  This  legislation  was 
first  enacted  in  1976  to  raise  the 
health  status  of  American  Indians  and 
Alaska  natives  to  the  level  of  the  gen- 
eral U.S.  population. 

In  a  recent  report,  the  Office  of 
Technology  Assessment  found  that, 
despite  some  progress  over  the  past 
decade,  Indians  still  suffer  from  mor- 
tality rates  that  are  higher  than  the 
national  average.  The  most  recent 
data  compiled  by  OTA  show  that 
death  rates  were  higher  among  Indi- 
ans for  liver  disease,  pneumonia,  dia- 
betes, kidney  disease,  homicide,  and 
suicide,  among  others.  The  Indian 
death  rate  for  tuberculosis— a  prevent- 
able disease  that  is  almost  unknown  in 
this  country  except  among  the  home- 
less and  Asian  refugees-is  seven  times 
that  of  the  U.S.  population. 

Clearly,  this  is  an  unacceptable  situ- 
ation. The  Federal  Government  has  a 
moral  and  legal  obligation  to  improve 
the  health  status  of  the  Indian  people. 
The  bill  before  us  today  is  intended  to 
enable  the  Federal  Government  meet 
that  obligation. 

H.R.  1426,  as  revised  by  the  text  of 
H.R.  5222,  represents  a  compromise 
between  the  bills  reported  in  May  of 
last  year  by  the  Energy  and  Commerce 
Committee  and  the  Interior  Commit- 
tee. It  contains  most  of  the  provisions 
reported    out     by    each     committee. 
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Chairman  Udall  has  ably  summarized 
the  bill.  I  would  only  note  that  those 
provisions  that  were  reported  by  the 
Committee  on  Energy  and  Commerce 
are  more  fully  explained  in  House 
Report  99-94.  part  2. 

The  funding  in  this  bill  is  extremely 
modest.  Authorization  levels  have 
been  reduced  to  $244.1  million  over  4 
years,  down  from  $336.1  million  in  the 
Interior  version  and  $287.1  million  in 
the  Energy  and  Commerce  version. 

Just  as  there  is  no  question  about 
the  inferior  health  status  of  the 
Indian  people,  there  is  no  question 
that  they  need  Federal  health  re- 
sources. The  native  American  popula- 
tion is  disproportionately  poor.  The 
poverty  rate  among  Indians  is  more 
than  twice  as  high  as  that  among  the 
U.S.  population  as  a  whole.  In  1980,  a 
staggering  45  percent  of  Indians  living 
on  reservations  were  poor.  While  some 
tribes  may  benefit  from  oil  or  mineral 
wealth,  this  is  a  population  that,  for 
the  most  part,  lacks  the  resources  nec- 
essary to  afford  needed  health  care. 

When  this  bill  last  came  before  the 
House  under  suspension  of  the  rules,  it 
contained  an  authorization  level  of 
$99.2  million  over  3  years.  These  levels 
were  vigorously  attacked  by  the  distin- 
guished chairman  of  the  Republican 
Task  Force  on  Indian  Affairs,  Mr. 
McCain,  as,  and  I  quote,  "much  too 
low  to  address  real  problems."  I  am  de- 
lighted that  the  minority  recognized 
the  need  for  additional  resources  for 
Indian  health,  and  I  look  forward  to 
their  support  for  the  higher  authori- 
zation levels  in  the  version  before  us 
today. 

It  has  been  10  years  since  the  Indian 
Health  Care  Improvement  Act  was 
first  enacted,  and  3  years  since  its  au- 
thorizations expired.  It  is  time  for  us 
to  reaffirm  our  commitment  to  im- 
proving the  health  status  of  the 
Indian  people.  I  urge  my  colleagues  to 
vote  for  this  bill. 

Mr.  Chairman,  I  reserve  the  balance 
of  my  time. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  yield  2  minutes  to  the  gentle- 
man from  Wisconsin  [Mr.  RothL 

Mr.  ROTH.  Mr.  Chairman,  I  want  to 
compliment  the  members  of  the  vari- 
ous committees  that  have  worked  on 
this  legislation  and  the  people  who 
have  put  a  lot  of  hard  work  and  effort 
into  it. 

Eighty  percent  of  the  native  Ameri- 
cans who  live  in  the  State  of  Wiscon- 
sin live  in  my  congressional  district.  So 
I  am  well  aware  of  many  of  these 
problems  and  I  am  very  thankful  that 
we  have  legislation  like  H.R.  1426. 

Mr.  Chairman,  I  support  this  legisla- 
tion. This  important  measure  provides 
needed  funding  to  correct  deficiencies 
in  the  health  programs  for  native 
American  Indians. 

The  Indian  Health  Care  Act  was  es- 
tablished to  bring  the  health  status  of 
the  first  Americans  up  to  the  level  of 


the  general  population.  While  some 
progress  has  been  made  over  the  past 
10  years,  a  report  recently  issued  by 
the  Office  of  Technology  Assessment 
clearly  illustrates  that  we  still  have  a 
long  way  to  go. 

The  health  profile  of  native  Ameri- 
can and  Alaska  Indians  lags  far  behind 
the  general  U.S.  population.  The  aver- 
age-age adjusted  mortality  rate  for  In- 
dians is  10  percent  greater  than  that 
of  the  general  U.S  population.  Al- 
though the  infant  mortality  rate  has 
decreased  since  1976,  it  is  still  at  an  in- 
tolerable level,  11  percent  higher  than 
the  national  average.  The  reauthoriza- 
tion of  H.R.  1426  will  bring  positive 
improvement  in  health  care  to  the 
29,000  Indians  in  Wisconsin,  80  per- 
cent of  whom  live  in  the  Eighth  Con- 
gressional District. 

Alcoholism  and  drug  abuse  continue 
to  be  chronic  health  problems  among 
the  youth  and  adult  Indian  popula- 
tion. The  incidence  of  alcohol-related 
deaths  is  almost  5  times  the  average  of 
the  general  population.  Under  H.R. 
1426,  an  Office  of  Alcohol  and  Drug 
Abuse  will  be  created  to  administer  re- 
habilitation and  prevention  programs. 
The  measure  also  targets  additional 
funding  for  increased  recruitment  of 
health  professionals. 

H.R.  1426  represents  a  comprehen- 
sive approach  to  the  serious  health 
problems  facing  Indians.  I  urge  my 
colleagues  to  support  this  responsible 
and  necessary  legislation. 

Mr.  Chairman,  I  yield  back  the  bal- 
ance of  my  time. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  reserve  the  balance  of  my  time. 
Mr.  RICHARDSON.  Mr.  Chairman, 
I  yield  myself  2  minutes. 

Mr.  Chairman,  first,  I  would  like  to 
commend  all  of  the  people  who  have 
worked  so  hard  on  H.R.  1426,  the 
Indian  Health  Care  Amendments  Act. 
Mr.  Udall  has  devoted  a  great  deal  of 
his  time  to  improving  the  quality  of 
life  for  American  Indians— perhaps  in 
no  other  area  does  his  devotion  show 
as  much  as  it  does  in  the  field  of 
Indian  health.  In  light  of  the  Presi- 
dent's previous  veto  of  this  legislation, 
and  the  substantial  unmet  health  care 
needs  of  Native  Americans,  the  pas- 
sage of  this  bill  by  the  House  is  of  the 
utmost  importance.  I  am  in  strong 
support  of  this  bill,  and  urge  my  col- 
leagues to  support  it,  too. 

There  are  over  110.000  American  In- 
dians in  my  home  State  of  New 
Mexico.  My  district  has  the  highest 
Native  American  population  in  the 
country.  Ninety-six  thousand  Indians 
in  New  Mexico's  Third  Congressional 
District  depend  on  the  Indian  Health 
Service  for  their  medical  care.  While 
tribal  leaders  in  my  district  are 
making  every  effort  to  improve  the 
quality  of  life  for  their  people,  unem- 
ployment remains  high  and  health 
care  needs  are  many.  In  my  district 
alone,  45  percent  of  all  admissions  to 
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IHS  facilities  are  alcohol  related. 
Infant  mortality  is  much  higher  than 
that  of  the  rest  of  the  Nation,  and  in 
fact,  the  list  of  diseases,  such  as  tuber- 
culosis, affecting  Indians  dispropor- 
tionate to  the  rest  of  this  country's 
population  is  very  lengthy. 

The  Constitution,  numerous  treaties, 
statutes,  and  historical  development 
have  all  contributed  to  the  unique 
moral  and  legal  obligation  which  the 
Federal  Government  has  to  American 
Indians.  Part  of  this  obligation  is  to 
provide  health  care  services.  Inherent 
in  this  unique  relationship  is  the  re- 
sponsibility that  Indians  enjoy  a 
health  status  comparable  to  that  of 
the  rest  of  the  Nation. 

This  administration  has  taken  a  cal- 
lous, uncaring  approach  to  the  provi- 
sion of  services  to  American  Indians. 
Indian  education,  economic  develop- 
ment, and  health  care  programs  have 
all  suffered  as  a  result  of  the  adminis- 
tration's attitude.  Every  time  I  return 
to  my  district.  I  see  the  extreme 
health  care  needs  of  the  reservations, 
the  pueblos,  and  the  urban  areas.  I  be- 
lieve that  this  bill  will  play  an  impor- 
tant role  in  improving  the  health 
status  of  American  Indians  in  New 
Mexico  and  around  the  country.  The 
time  for  the  assistance  it  mandates  for 
the  provision  of  health  care  services  to 
Indians  is  long  overdue.  I  strongly  sup- 
port this  bill,  and  urge  my  colleagues 
to  do  so,  also. 

Mr.  McCAIN.  Mr.  Chairman,  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  Nebraska  [Mr.  Bereu- 
ter]. 

D  1550 

Mr.  BEREUTER.  Mr.  Chairman.  I 
rise  in  strong  support  of  H.R.  1426  and 
urge  my  colleagues  to  support  the  leg- 
islation as  well. 

As  an  original  cosponsor.  I  am  very 
pleased  that  we  have  had  the  great 
leadership  from  both  sides  of  the  aisle 
in  both  committees.  I  am  pleased  also 
that  finally  agreement  has  been 
reached  on  at  least  a  few  of  the  re- 
maining controversial  elements  of  this 
legislation;  but  regardless  how  this 
body  votes  on  those  amendments.  I 
urge  Members  to  vote  for  the  passage 
of  this  bill. 

Contained  in  it  are  several  provisions 
on  which  this  Member  has  worked  for 
a  considerable  period  of  time.  One 
such  provision  creates  a  catastrophic 
health  emergency  fund.  This  Member 
cannot  stress  too  emphatically  the  im- 
portance of  creating  a  small  cata- 
strophic health  emergency  fund.  Sev- 
eral years  ago.  for  example,  eight  chil- 
dren were  critically  injured  when  a 
propane  gas  tank  exploded  on  the 
Santee  Sioux  Indian  Reservation  in 
my  district.  Miraculously,  all  eight 
children  lived,  despite  severe  injuries. 
The  direct  health  care  budget  for  the 
entire  Indian  health  service  area  in 
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which  the  children  resided,  however, 
was  depleted  by  some  25  percent 
during  the  first  year  of  their  care 
alone,  due  to  the  costs  of  ongoing  med- 
ical treatment.  As  a  result  of  that  ex- 
traordinary cost  for  the  treatment  of 
these  eight  children,  the  more  routine 
health  matters  were  unattended  for 
other  tribal  members  in  that  service 
area. 

Additionally,  I  want  to  express  my 
support  for  the  authorization  for  the 
program  to  train  educators  and  coun- 
selors to  prevent  and  to  attack  juve- 
nile alcohol  and  drug  abuse. 

Mr.  Chairman,  no  Indian  tribes 
should  ever  have  to  face  such  an  un- 
tenable situation  again  as  the  one  I 
mentioned  regarding  the  eight  chil- 
dren. The  inclusion  of  a  small  health 
emergency  catastrophic  fund,  careful- 
ly managed,  is  a  wise  and  humane  in- 
vestment for  both  the  Federal  Govern- 
ment and  the  Indian  tribes. 

Mr.  Chairman,  I  ask  my  colleagues 
to  support  H.R.  1426. 

Mr.  WAXMAN.  Mr.  Chairman,  we 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  our  time. 

Mr.  UDALL.  Mr.  Chairman,  I  have 
no  requests  for  time,  and  I  yield  back 
the  balance  of  my  time. 

Mr.  NIELSON  Of  Utah.  Mr.  Chair- 
man, I  yield  myself  such  time  as  I  may 
consume. 

Mr.  Chairman,  I  rise  to  express  my 
opposition  to  H.R.  1426  as  amended  by 
H.R.  5222.  My  objections  relate  pri- 
marily to  excessive  authorizations  for 
appropriations  which  are  $160  million 
above  the  amount  contained  in  H.R. 
4600,  a  bill  to  authorize  an  extension 
to  the  Indian  Health  Care  Improve- 
ment Act  that  received  a  241-163  vote 
on  April  29,  1986,  but  failed  for  lack  of 
two-thirds  majority.  I  plan  to  offer 
H.R.  4600  as  an  amendment  in  the 
nature  of  a  substitute  at  the  conclu- 
sion of  the  amendment  process. 

H.R.  4600  is  a  compromise  intro- 
duced by  Chairmen  Waxman  and 
Udall  which  contains  authorization 
levels  significantly  less  than  those  con- 
tained in  the  legislation  reported  out 
of  the  Energy  and  Commerce  and  In- 
terior and  Insular  Affairs  Committees. 
During  the  markup  of  Indian  health 
legislation,  I  offered  several  amend- 
ments to  reduce  authorizations  for 
several  of  the  titles  in  the  bill.  Some  of 
these  amendments  were  adopted  by 
the  committee.  Others  were  not.  One 
of  the  amendments  that  I  offered 
which  was  not  adopted,  would  have 
stricken  new  authority  for  a  cata- 
strophic fund.  I  am  not  convinced  that 
a  catastrophic  fund  makes  sense  and 
am  encouraged  that  authorization  for 
the  fund  has  been  reduced  to  $3  mil- 
lion in  H.R.  4600  from  $12  million  in 
the  energy  and  commerce  version  of 
H.R.  1426. 

I  am  also  encouraged  to  see  that  sev- 
eral of  the  new  authorities  contained 
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in  title  VII  of  H.R.   1426 
stricken  from  H.R.  4600. 

Overall.  H.R.  4600  authorizes  just 
under  $100  million  over  the  next  3 
fiscal  years.  In  contrast,  the  energy 
and  commerce  version  of  H.R.  1426  au- 
thorized $212  million  for  those  same 
fiscal  years.  This  is  a  very  significant 
reduction. 

The  Indian  Health  Care  Improve- 
ment Act,  which  this  legislation  reau- 
thorizes and  amends,  was  first  enacted 
in  1976.  The  act  was  designed  to  bring 
the  health  status  of  American  Indians 
and  Alaska  Natives  up  to  a  level  equal 
to  that  of  the  general  population.  We 
have  made  some  progress  in  reaching 
that  goal  but  must  continue  to  fund 
specific  programs  to  completely  suc- 
ceed. Substituting  the  text  of  H.R. 
4600  for  H.R.  1426  will  go  a  long  way 
in  helping  that  process. 

Mr.  McCAIN.  Mr.  Chairman,  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

The  CHAIRMAN.  Pursuant  to  the 
rule,  the  text  of  H.R.  5222  is  consid- 
ered by  titles  as  an  original  bill  for  the 
purpose  of  amendment  under  the  5- 
minute  rule  in  lieu  of  the  amendment 
recommended  by  the  Committees  on 
Interior  and  Insular  Affairs  and 
Energy  and  Commerce  printed  in  the 
bill  and  each  title  is  considered  as 
having  been  read. 

The  Clerk  will  designate  section  1. 

The  text  of  section  1  is  as  follows: 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled. 

SK(TIUN  1.  SHORT  TITI.K. 

This  Act  may  be  cited  as  the  -Indian 
Health  Care  Amendments  of  1986". 

The  CHAIRMAN.  Are  there  any 
amendments  to  section  1?  If  not,  the 
Clerk  will  designate  section  2. 

The  text  of  section  2  is  as  follows: 

SKt .  2.  REFERENC  K. 

Except  as  otherwise  specifically  provided, 
whenever  in  this  Act  an  amendment  or 
repeal  is  expressed  in  terms  of  an  amend- 
ment to.  or  a  repeal  of.  a  section  or  other 
provision,  the  reference  shall  be  considered 
to  be  made  to  a  section  or  other  provision  of 
the  Indian  Health  Care  Improvement  Act 
(25U.S.C.  leoi.et  seq.). 

The  CHAIRMAN.  Are  there  any 
amendments  to  section  2?  If  not,  the 
Clerk  will  designate  title  I. 

The  text  of  title  I  is  as  follows: 
TITLE  I-INDIAN  HEALTH  MANPOWER 
SEC.     1(11.    HE.4LTH     PROFESSIONS    RECRIITMENT 
PROGRAM  KOR  INDIANS. 

Subsection  (c)  of  section  102  (25  U.S.C. 
1612(c))  is  amended  to  read  as  follows: 

■■(c)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section- 
ed) $550,000  for  fiscal  year  1987. 
■(2)  $600,000  for  fiscal  year  1988. 
■•(3)  $650,000  for  fiscal  year  1989,  and 
'■(4)  $700,000  for  fiscal  year  1990.". 

SEC.    m.    HEALTH    PROFESSIONS    PREPARATORY 
SCHOLARSHIP  PRWiRAM. 

(a)  Scholarships.— Section  103  (25  U.S.C. 
1613)  is  amended  by  striking  out  subsection 


(d)  and  inserting  in  lieu  thereof  the  follow- 
ing: 

■(d)  The  Secretary  shall  not  deny  scholar- 
ship assistance  to  an  eligible  applicant 
under  this  section  solely  on  the  basis  of  the 
applicant's  scholastic  achievement  if  such 
applicant  has  been  admitted  to.  or  main- 
tained good  standing  at.  an  accredited  insti- 
tution. 

(e)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section— 

■  (1)  $4,000,000  for  fiscal  year  1987, 
••(2)  $4,700,000  for  fiscal  year  1988, 

■  (3)  $5,400,000  for  fiscal  year  1989.  and 
(4)  $6,100,000  for  fiscal  year  1990.". 

(b)  Expenses.— Subsection  (c)  of  section 
103  is  amended  by  striking  out  'expenses" 
and  inserting  in  lieu  thereof  ■expenses  of  a 
grantee  while  attending  school  full  time". 

se(.   103.   health   professions  scholarship 
pro(;ram. 
(a)  Program.— Section  104  is  amended  to 
read  as  follows; 

'INDIAN  HEALTH  PROFESSIONS  SCHOLARSHIPS 

'Sec.  104.  (a)  In  order  to  provide  health 
professionals  to  Indian  communities,  the 
Secretary,  acting  through  the  Service  and  in 
accordance  with  this  section,  shall  make 
scholarship  grants  to  Indians  who  are  en- 
rolled full  time  in  schools  of  medicine,  oste- 
opathy, podiatry,  psychology,  dentistry,  vet- 
erinary medicine,  nursing,  optometry,  public 
health,  and  allied  health  professions.  Such 
scholarships  shall  be  designated  Indian 
Health  Scholarships  and  shall  be  made  in 
accordance  with  section  338A  of  the  Public 
Health  Service  Act  (42  U.S.C.  2541)  except 
as  provided  in  subsection  (b)  of  this  section. 

■■(bHl)  The  Secretary,  acting  through  the 
Service,  shall  determine  who  shall  receive 
such  scholarships  and  shall  determine  the 
distribution  of  such  scholarships  among 
such  heallhr  professions  on  the  basis  of  the 
relative  needs  of  Indians  for  additional  serv- 
ice in  such  health  professions. 

(2)  An  individual  shall  be  eligible  for  a 
.scholarship  under  subsection  (a)  in  any  year 
in  which  such  individual  is  enrolled  full 
lime  in  a  health  profession  school  referred 
to  in  subsection  (a). 

■■(3)  The  active  duty  service  obligation 
prescribed  under  section  338B  of  the  Public 
Health  Service  Act  (42  U.S.C.  254m)  shall  be 
met  by  a  recipient  of  an  Indian  Health 
Scholarship  by  service  in  the  Indian  Health 
Service,  including  service  or  employment 
under  a  contract  under  the  Indian  Self-De- 
termination  Act  (Public  Law  93-638);  em- 
ployment in  a  program  assisted  under  title 
V  of  this  Act;  or  in  the  private  practice  of 
his  profession  if.  as  determined  by  the  Sec- 
retary, such  practice  is  situated  in  a  physi- 
cian or  other  health  professional  shortage 
area  and  addresses  the  health  care  needs  of 
a  substantial  numfier  of  Indians. 

■■(c)  For  the  purpose  of  this  section,  the 
term  Indian'  has  the  same  meaning  given 
that  term  by  subsection  (c)  of  section  4  of 
this  Act.  including  all  individuals  described 
in  clauses  (1)  through  (4)  of  that  subsection. 

■(d)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section— 

•(1)  $6,100,000  for  fiscal  year  1987. 

••(2)  $7,000,000  for  fiscal  year  1988, 

■•(3)  $8,100,000  for  fiscal  year  1989,  and 

■■(4)  $9,234,000  for  fiscal  year  1990.  ". 

(b)  Technical.— Section  338G  of  the 
Public  Health  Service  Act  (42  U.S.C.  254r)  is 
repealed. 
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SEC. 


IM.  INDIAN  HEALTH  SERVICE  EXTERN  PRO- 
CRAM. 

Subsection  (d)  of  section  105  (25  U.S.C. 
1614)  is  amended  to  read  as  follows: 

"(d)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section— 
■  (1)  $300,000  for  fiscal  year  1987, 
•(2)  $350,000  for  fiscal  year  1988, 
"(3)  $400,000  for  fiscal  year  1989,  and 
•■(4)  $450,000  for  fiscal  year  1990.". 

SEC.  105.  CONTINIING  EDICATION  ALLOWANCES. 

Subsection  (b)  of  section  106  (25  U.S.C. 
1615  (b))  is  amended  to  read  as  follows: 

"(b)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section— 
"(1)  $500,000  for  fiscal  year  1987, 
"(2)  $526,300  for  fiscal  year  1988, 
"(3)  $553,800  for  fiscal  year  1989,  and 
"(4)  $582,500  for  fiscal  year  1990.". 

AMENDMENT  OFFERED  BY  MR.  NIELSON  OF  UTAH 

Mr.  NIELSON  of  Utah,  Mr.  Chair- 
man, I  offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Nielson  of 
Utah:  Page  3,  line  1,  strike  •$4,000,000"  and 
insert  "$3,000,000". 

strike 


"$4,700,000"    and 


strike    "$5,400,000"    and 


strike   "$8,100,000"   and 


Page   3,   line   2, 
insert  "$3,700,000" 

Page   3.    line   3, 
insert  "$4,400,000" 

Page  3,  line  4.  strike  "$6,100,000"  and 
insert    $5,100,000". 

Page  4.  line  24,  strike  "$6,100,000"  and 
insert  "$5,100,000". 

Page  4,  line  25.  strike  "$7,100,000"  and 
insert  "$6,000,000' 

Page   5,   line    1, 
insert  "$7,100,000" 

Page  5,  line  2.  strike  "$9,234,000"  and 
insert  "$8,234,000". 

Mr.  NIELSON  of  Utah  (during  the 
reading).  Mr.  Chairman,  I  ask  unani- 
mous consent  that  the  amendment  be 
considered  as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Utah? 

There  was  no  objection. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, this  amendment  strikes  $1  mil- 
lion from  each  of  the  years  in  section 
103  under  Manpower,  so  the  amounts 
will  be  instead  of  $4  million,  $4.7  mil- 
lion, $5.4  million  and  $6.1  million  re- 
spectively, will  now  become  $3  million, 
$3.7  million,  $4.4  million  and  $5.1  mil- 
lion in  pages  3,  4,  and  5  as  appropriate. 

I  do  this  to  bring  the  bill  a  little 
more  in  line  with  the  fiscal  realities. 
This  does  not  cripple  the  programs. 
Indian  health  care  will  continue  to  be 
an  effective  program.  This  reduction 
does  give  us  more  a  fiscally  responsible 
bill  and  it  is  one  which  I  hope  the  ma- 
jority and  the  minority  Members  will 
be  able  to  accept. 

Mr,  UDALL.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  NIEI^ON  of  Utah.  I  am  happy 
to  yield  to  the  gentleman  from  Arizo- 
na. 

Mr.  UDALL.  Mr.  Chairman,  I  am  re- 
luctantly going  to  vote  for  the  gentle- 
man's amendment.  It  is,  as  the  gentle- 
man said,  difficult  fiscal  times  we  are 
in.  I  think  we  can  make  these  reduc- 


tions and  show  our  cooperation  in  the 
drive  toward  a  balanced  budget  with- 
out doing  unnecessary  damage  to  the 
long-term  goals  that  we  all  seek  here, 
so  I  will  reluctantly  vote  for  the  gen- 
tleman's amendment. 

Mr.  McCAIN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  NIELSON  of  Utah.  I  yield  to  the 
gentleman  from  Arizona. 

Mr.  McCAIN.  Mr.  Chairman,  I  also 
reluctantly  agree  with  the  amendment 
proposed  by  the  gentleman  from  Utah. 

I  would  also  like  to  state  that  I  ap- 
preciate the  efforts  of  the  gentleman 
from  Utah  to  bring  about  financial  re- 
ductions in  these  days  of  Gramm- 
Rudman  and  reduce  budget  situations. 

At  the  same  time,  I  would  like  to 
mention  to  the  gentleman  from  Utah 
that  I  will  not  accept  other  amend- 
ments at  this  time,  or  I  will  have  sub- 
stitutions for  some  of  the  gentleman's 
amendments,  which  I  think  could  be 
very  crippling  and  damaging  to  the 
bill. 

This  amendment  I  do  reluctantly 
accept.  I  appreciate  the  gentleman's 
efforts  in  behalf  of  this  entire  piece  of 
legislation. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  thank  the  gentleman. 

Mr.  RICHARDSON.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  NIELSON  of  Utah.  I  am  happy 
to  yield  to  the  gentleman  from  New 
Mexico. 

Mr.  RICHARDSON.  Mr.  Chairman, 
is  it  correct  that  the  gentleman's 
amendment  only  affects  title  I? 

Mr.  NIELSON  of  Utah.  It  is  title  I, 
section  103.  a  $1  million  reduction  in 
each  of  the  4  fiscal  years. 

Mr.  RICHARDSON.  And  that  is  all 
there  is  in  the  amendment? 

Mr.  NIELSON  of  Utah.  I  have  other 
amendments  that  the  gentleman  may 
wish  to  address,  but  this  is  the  one 
that  I  think  is  generally  agreeable. 

Mr.  RICHARDSON.  Mr.  Chairman, 
I  thank  my  colleague. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  yield  back  the  balance  of  my 
time. 

The  CHAIRMAN,  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Utah  [Mr.  Nielson]. 

The  amendment  was  agreed  to. 

The  CHAIRMAN.  Are  there  other 
amendments  to  title  I?  If  not,  the 
Clerk  will  designate  title  II. 

The  text  of  title  II  is  as  follows: 
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SEC. 


OK     INDIAN     HEALTH 


Ml      IMPROVEMENT 
STATIS. 

Section  201  is  amended  to  read  as  follows: 

"INDIAN  HEALTH  CARE  IMPROVEMENT  FUND 

"Sec.  201.  (a)(1)  To  further  implement  the 
national  policy  of  raising  the  health  status 
of  Indians  to  a  zero  level  of  deficiency  as  de- 
fined in  subsection  (c)  by  eliminating  back- 
logs in  health  care  services  and  meeting 
unmet  Indian  health  needs  as  soon  as  possi- 
ble and  in  an  equitable  manner,  the  Secre- 
tary is  authorized  to  expend,  through  the 
Service,  over  the  three  year  period  begin- 


ning with  fiscal  year  1988  the  amounts  au- 
thorized to  be  appropriated  by  subsection 
(h)  of  this  section.  Funds  requested  under 
this  section  shall  be  separately  stated  in  the 
Service  budget  request  as  submitted  to  Con- 
gress under  section  1104  of  title  31,  United 
States  Code,  and  funds  appropriated  under 
this  section  shall  not  be  used  to  offset  or 
limit  appropriations  made  to  the  Service 
under  authority  of  the  Act  of  November  2. 
1921  (25  U.S.C.  13),  or  any  other  law.  Funds 
appropriated  under  this  section  in  any  fiscal 
year  shall  be  included  in  the  base  budget  of 
the  Service  for  the  purpose  of  determining 
appropriations  under  this  section  in  subse- 
quent fiscal  years. 

"(2)  Nothing  in  this  section  is  intended  to 
diminish  the  primary  responsibility  of  the 
Service  to  eliminate  existing  backlogs  in 
unmet  health  care  needs,  nor  is  it  intended 
to  discourage  the  Service  from  undertaking 
additional  efforts  to  achieve  parity  among 
tribes. 

"(b)(1)  Funds  appropriated  under  this  sec- 
tion shall  be  expended  to  augment  the  abili- 
ty  of  the  Service   to  meet   the   following 
health  service  responsibilities— 
"(A)  clinical  care  (direct  or  indirect); 
■(B)  preventive  health; 
"(C)  dental  care  (direct  or  indirect); 
"(D)  mental  health,  including  community 
mental    health   services,    inpatient    mental 
health   services,   dormitory   mental   health 
services,  therapeutic  and  residential  treat- 
ment centers,  and  training  of  traditional 
Indian  practitioners; 
"(E)  emergency  medical  services; 
•(F)  treatment  and  control  of,  and  reha- 
bilitative care  related  to,  alcoholism  among 
Indians; 
••(G)  accident  prevention  programs; 
•(H)    community    health    representative 
programs; 
••(I)  home  health  care;  and 
••(J)  maintenance  and  repair. 
••(2)  Where  any  funds  allocated  to  a  serv- 
ice unit  are  used  for  a  contract  under  the 
Indian  Self-Determination  Act,  a  reasonable 
proportion  of  such  funds  may  be  used  for 
health  planning,  training,  technical  assist- 
ance,   and    other    administrative    support 
functions. 

••(3)(A)  To  the  extent  that  all  or  a  portion 
of  the  funds  appropriated  under  subsection 
(h)  are  required  to  raise  tribes  which  are 
below  a  level  II  deficiency,  as  defined  in  sub- 
section (c)(2),  to  such  level,  such  funds  shall 
not  be  available  for  allocation  to  service 
units  serving  only  tribes  at  or  above  such 
level.  Funds  appropriated  under  this  section 
shall  be  allocated  on  a  service  unit  basis.  Ap- 
portionment of  a  service  unit's  allocation  of 
funds  among  the  health  service  responsibil- 
ities listed  in  paragraph  (1)  shall  be  as  de- 
termined by  the  Service  and  the  Indian 
tribe  or  tribes  whose  deficiency  level  was 
the  basis  on  which  the  funds  were  allocated. 
••(B)  In  the  case  of  multitribal  service 
units,  the  allocation  of  funds  under  this  sec- 
tion shall  be  made,  apportioned,  and  ex- 
pended upon  the  basis  of  the  health  re- 
sources deficiency  level  of  each  separate 
tribe  within  that  service  unit. 

••(c)(1)  Within  60  days  of  the  date  of  en- 
actment of  the  Indian  Health  Care  Amend- 
ments of  1986,  the  Secretary  shall  submit  to 
the  Congress  the  current  health  services 
priority  system  report  of  the  Service  for 
each  tribe  including  units  serving  newly  rec- 
ognized or  acknowledged  tribes.  Such  report 
shall  contain— 

'•(A)  the  methodology  for  determining 
tribal  health  resources  deficiencies;  the 
level  of  health  resources  deficiency  for  each 
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tribe;  the  amount  of  funds  necessary  to 
raise  all  tribes  below  a  level  II  deficiency  to 
a  level  II  deficiency;  the  amount  of  funds 
necessary  to  raise  all  tribes  below  a  level  I 
deficiency  to  a  level  I  deficiency;  and  the 
amount  of  funds  necessary  to  raise  all  tribes 
to  a  zero  level  of  deficiency; 
•■(B)  an  estimate  of— 

"(i)  the  amount  of  health  service  funds 
appropriated  under  the  authority  of  this  or 
any  other  Act  for  the  preceding  fiscal  year 
which  is  allocated  to  each  service  unit;  and 
"(ii)  the  number  of  Indians  eligible  for 
health  services  in  each  service  unit  and  each 
tribe:  and 
"(C)  an  evaluation  of— 
"(i)  the  preventive  health,  health  protec- 
tion, and  health  promotion  needs  of  Indians 
Identified  in  tribal  specific  health  plans; 

"(ii)  the  preventive  health,  health  protec- 
tion, and  health  promotion  services  neces- 
sary to  meet  such  needs; 

"(iii)  the  resources  which  would  be  re- 
quired to  enable  the  Service  to  provide  such 
services;  and 

"(iv)  the  resources  currently  available  to 
the  Service  which  could  be  used  to  provide 
such  services. 

"(2)  For  purposes  of  this  section,  health 
resources  deficiency  levels  shall  be  defined 
as  follows: 
"Level  I— 0  to  20  percent  deficiency. 
"Level  11-21  to  40  percent  deficiency. 
"Level  III— 41  to  60  percent  deficiency. 
"Level  IV-61  to  80  percent  deficiency. 
"Level  V— 81  to  100  percent  deficiencv. 
"(3)  The  Secretary  shall  establish  by  regu- 
lation procedures  which  allow  any  Indian 
tribe  to  petition  the  Secretary  for  a  review 
of   any    determination   of    the    health    re- 
sources deficiency  level  of  such  tribe. 

"(d)  Upon  enactment  of  the  Indian  Health 
Care  Amendments  of  1986,  the  Secretary, 
acting  through  the  Service,  shall  take  all 
necessary  action,  in  cooperation  with  each 
Indian  tribe,  to  bring  current  the  tribal  spe- 
cific health  plans  which  were  developed  as  a 
part  of  the  plan  required  by  section  703  of 
this  Act  and  which  formed  the  basis  for 
such  plan  in  response  to  the  requirements 
of  section  701  of  this  Act.  These  plans  shall 
be  based  upon  the  methodology  submitted 
under  subsection  (c),  as  may  be  further 
modified  through  tribal  consultation,  and 
shall  form  the  basis  for  the  health  services 
priority  system  report  to  be  submitted  by 
the  Secretary  for  fiscal  years  1989  and  1990. 
Such  reports  shall  be  submitted  to  the  Con- 
gress not  more  than  30  days  after  the  sub- 
mission of  the  annual  budget  for  such  fiscal 
years  to  the  Congress  by  the  President. 

"(e)  The  Secretary,  acting  through  the 
Service,  shall  expend  directly  or  by  contract 
not  less  than  1  percent  of  the  funds  appro- 
priated under  subsection  (h)  for  research  in 
the  areas  of  Indian  health  care  set  out  in 
subparagraphs  (A)  through  (G)  of  subsec- 
tion (b)(1).  Indian  tribes  and  tribal  organiza- 
tions contracting  with  the  Service  pursuant 
to  the  Indian  Self-Determination  Act  shall 
be  given  an  equal  opportunity  to  compete 
for  and  receive  such  research  funds. 

"(f)  Programs  administered  by  any  Indian 
tribe  or  tribal  organization  under  the  au- 
thority of  the  Indian  Self-Determination 
Act  shall  be  eligible  for  funds  appropriated 
pursuant  to  subsection  (h)  on  an  equal  basis 
with  programs  that  are  administered  direct- 
ly by  the  Indian  Health  Service. 

"(g)  The  President  shall  include  with  the 
budget  submitted  under  section  1105  of  title 
31.  United  States  Code,  for  each  fiscal  year 
a  separate  statement  which  specifies  the 
total  amount  obligated  or  expended  in  the 


most  recently  completed  fiscal  year  to  carry 
out  subsection  (d)  and  to  carry  out  each  of 
the  subparagraphs  of  subsection  (b)(1). 

"(h)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section— 
"(1)  $28,000,000  for  fiscal  year  1988, 
"(2)  $29,000,000  for  fiscal  year  1989,  and 
"(3)  such  sums  as  may  be  necessary  for 
fiscal  year  1990. 

Any  funds  appropriated  under  this  subsec- 
tion shall  be  designated  as  the  'Indian 
Health  Care  Improvement  Fund'.". 

SEC.  202.  CATASTROPHIC  HEALTH  PRCKJRAM. 

Title  II  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

"CATASTROPHIC  HEALTH  PROGRAM 

"Sec.  202.  (a)  There  is  established  an 
Indian  Catastrophic  Health  Emergency 
Fund  (hereinafter  in  this  section  referred  to 
as  the  Fund)  to  be  administered  by  the 
Secretary,  acting  through  the  Service,  solely 
for  the  purpose  of  meeting  the  extraordi- 
nary medical  costs  associated  with  the  treat- 
ment of  victims  of  disasters  or  catastrophic 
illnesses  falling  within  the  responsibility  of 
the  Ser\'ice.  The  Fund  shall  be  administered 
by  the  central  office  of  the  Service  and  shall 
not  be  allocated,  apportioned,  or  delegated 
on  a  service  unit  or  area  office  basis.  Funds 
appropriated  under  subsection  (c)  shall  not 
be  used  to  offset  or  limit  appropriations 
made  to  the  Service  under  authority  of  the 
Act  of  November  2,  1921  (25  U.S.C.  13),  or 
any  other  law.  No  part  of  the  Fund  or  its 
administration  shall  be  subject  to  contract 
or  grant  under  any  law.  including  the 
Indian  Self-Determination  Act  (Public  Law 
93-638). 

"(b)  The  Secretary  shall,  through  the  pro- 
mulgation of  regulations  consistent  with  the 
provisions  of  this  section— 

••(1)  establish  a  definition  of  disasters  and 
catastrophic  illnesses  for  which  the  cost  of 
treatment,  whether  provided  under  contract 
or  directly  by  the  Service,  would  qualify  for 
payment  from  the  Fund;  and  which  shall 
provide  that  a  service  unit  shall  not  be  eligi- 
ble for  reimbursement  for  the  cost  of  treat- 
ment from  the  Fund  until  its  cost  of  treat- 
ing any  victim  of  such  catastrophic  illness 
or  disaster  shall  have  reached  a  certain 
threshold  cost  which  the  Secretary  shall  es- 
tablish at  not  less  than  $10,000  or  not  more 
than  $20,000; 

"(2)  establish  a  procedure  for  the  reim- 
bursement of  service  units  or  facilities  ren- 
dering treatment  or.  whenever  otherwise  au- 
thorized by  the  Service,  the  reimbursement 
of  nonservice  facilities  or  providers  render- 
ing treatment; 

"(3)  establish  a  procedure  for  payment 
from  the  Fund  where  the  exigencies  of  the 
medical  circumstances  warrant  treatment 
prior  to  the  authorization  of  such  treatment 
by  the  Service;  and 

"(4)  establish  a  procedure  that  will  assure 
that  no  payment  shall  be  made  from  the 
Fund  to  any  provider  to  the  extent  that  the 
provider  is  eligible  to  receive  payment  for 
the  treatment  from  any  other  Federal, 
State,  local,  or  private  source  of  reimburse- 
ment for  which  the  patient  is  eligible  or  by 
which  the  patient  is  covered. 

"(c)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section- 
ed)  $12,000,000  for  fiscal  year  1988,  and 
"(2)  for  each  of  the  fiscal  years  1989  and 
1990,  such  sums  as  may  be  necessary  to 
maintain  the  fund  at  $12,000,000. 
Funds  appropriated  under  this  subsection 
shall  remain  available  until  expended. 


•(d)  By  no  later  than  January  1,  1989,  the 
Secretary  shall  report  to  Congress  on  the 
operation  of  the  Fund.  Such  report  shall  in- 
clude— 

'•(1)  the  numl>er  and  nature  of  disasters 
and  catastrophic  illnesses  for  which  reim- 
bursement was  sought; 

"(2)  the  costs  associated  with  such  disas- 
ters or  illnesses; 

(3)  the  amounts  reimbursed  by  the  Fund 
in  connection  with  such  disasters  and  ill- 
nesses; 

"(4)  the  effect  of  the  Fund  on  the  ability 
of  service  units  to  meet  the  health  needs  of 
their  service  populations;  and 

••(5)  the  Secretary's  recommendations  re- 
garding the  future  operation  of  the  Fiind.". 

SEC.  203.  COMPETITIVE  PR(Kl  REMENT. 

Title  II  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

"COMPETITIVE  PROCUREMENT 

•Sec.  203.  (a)  Notwithstanding  any  other 
provision  of  law.  the  Secretary,  acting 
through  the  Service,  may  waive  any  statuto- 
ry or  administrative  requirement  for  com- 
petitive procurement  of  health  services  if.  in 
the  judgment  of  the  Chief  Medical  Officer 
who  will  have  jurisdiction  over  such  health 
services,  such  competitive  procurement 
would  compromise  the  accessibility,  quality, 
or  continuity  of  health  services  or  would  not 
result  in  any  appreciable  competition  or  sav- 
ings. 

'•(b)  Notwithstanding  any  other  provision 
of  law.  the  Secretary,  acting  through  the 
Service,  shall  reject  any  bid  submitted 
under  any  statutory  or  administrative  re- 
quirement for  competitive  procurement  of 
health  services  upon  the  certification  of  the 
Chief  Medical  Officer  who  will  have  juris- 
diction over  such  health  services  that  ac- 
ceptance of  such  bid  would  compromise  the 
accessibility,  quality,  and  continuity  of 
health  services.". 

SEC.  204.  PREVENTIVE  HEALTH.  HEALTH  PROTEC- 
TION. AND  HEALTH  PROMOTION 

Title  II.  as  amended  by  sections  202  and 
203  of  this  Act,  is  further  amended  by 
adding  at  the  end  the  following  new  section: 

•PREVENTIVE  HEALTH,  HEALTH  PROTECTION, 
AND  HEALTH  PROMOTION 

■Sec  204.  (a)  The  Congress  finds  that— 

•■(1)  preventive  health,  health  protection, 
and  health  promotion  services  will— 

••(A)  improve  the  health  and  well-being  of 
Indians;  and 

'•(B)  reduce  the  expenses  for  medical  care 
of  Indians; 

"(2)  preventive  health,  health  protection, 
and  health  promotion  ser\ices  should  be 
provided  by  the  coordinated  efforts  of  Fed- 
eral. State,  local,  and  tribal  govemmente; 

■(3)  in  addition  to  the  provision  of  pri- 
mary health  care,  the  Service  should  pro- 
vide preventive  health,  health  protection, 
and  health  promotion  services  to  Indians. 

■■(b)  The  Secretary,  acting  through  the 
Service,  shall— 

"(1)  require,  by  regulation,  that  each 
Indian  tribe  include  within  any  tribal  specif- 
ic health  plan  submitted  to  the  Secretary— 

■•(A)  an  identification  of  the  preventive 
health,  health  protection  and  health  pro- 
motion needs  of  such  tribe;  and 

■•(B)  a  comprehensive  plan  for  providing 
such  services  to  such  tribe; 

•■(2)  develop  from  tribal  specific  health 
plans  a  comprehensive  plan  for  the  provi- 
sion by  the  Service  of  preventive  health, 
health  protection,  and  health  promotion 
services  to  Indians; 


24120 


CONGRESSIONAL  RECORD— HOUSE 


■<3)  establish  a  schedule  for  the  provision 
of  such  services  by  the  Service;  and 

"(4)  provide  such  services  to  Indians  in  ac- 
cordance with  such  comprehensive  plan  and 
schedule.". 

AMENDMENT  OFFERED  BY  MR.  NIELSON  OF  UTAH 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Nielson  of 
Utah:  Page  12,  strike  line  1  and  all  that  fol- 
lows through  page  14,  line  20  (and  redesig- 
nate the  subsequent  sections  of  title  II  of 
the  bill  accordingly). 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, if  we  look  at  title  II  for  health 
services,  the  current  fiscal  year  1986 
and  also  fiscal  year  1987  has  no  fund- 
ing at  all  in  that  particular  account.  In 
fiscal  years  1988  and  1989  there  is  $40 
million  in  services  for  the  first  year 
and  $41  million  for  the  second  year 
and  $40  million  again  in  fiscal  year 
1990. 

Of  that,  $28  million  goes  to  the  im- 
provement fund  which  I  support,  be- 
cause that  provides  equity.  It  provides 
for  Indian  services  to  people  who  are 
now  not  getting  their  equitable  share 
of  services. 

It  will  help  go  a  long  way  toward 
help  solving  the  problems  of  Indian 
health  I  do  support  that  particular 
section  and  the  gentleman  from  Cali- 
fornia in  this  regard  because  of  sheer 
equity  and  fairness  in  dealings  with 
problems  of  Indian  care  I  oppose  the 
gentleman  from  Arizona  on  this  issue. 

My  concern,  however,  is  with  the 
catastrophic  fund  which  the  gentle- 
man from  Nebraska  praised  and  which 
on  a  revolving  fund  basis  may  have 
some  merit. 

I  would  have  supported  a  level  of  $3 
million,  as  I  did  on  the  suspension  cal- 
endar, but  I  cannot  accept  the  $12  mil- 
lion level.  I  think  that  is  excessive.  It 
is  a  new  program.  It  is  coming  out 
with  too  much  money  and  without 
proper  wages.  I  would  prefer  to  phase 
in  funds  up  to  $12  million  over  a 
period  of  time.  I  have  no  objection  to 
phasing  it  up  gradually,  but  I  think 
$12  million  at  the  beginning  is  exces- 
sive. 

I  therefore  move  to  strike  the  fund. 
As  I  say,  I  would  have  accepted  a  $3 
million  funding  level,  as  I  did  in  H.R. 
4600.  but  I  cannot  accept  the  $12  mil- 
lion and  for  that  reason  I  oppose  these 
funds. 

I  suggest  this  is  not  the  time  to  start 
new  programs.  It  is  not  clear  how  ef- 
fective it  will  be.  We  currently  have 
the  ability  to  shift  funds  already 
where  necessary  and  we  are  giving  ad- 
ditional money  in  the  manpower  area 
and  also  in  the  improvement  fund 
which  should  take  care  of  any  contin- 
gency. 

PERFECTING  AMENDMENT  OFFERED  BY  MR. 
MC  CAIN 

Mr.  McCAIN.  Mr.  Chairman.  I  offer 
a  perfecting  amendment. 


The    CHAIRMAN.    The   Clerk   will 
report  the  amendment. 
The  Clerk  read  as  follows: 
Perfecting    amendment    offered    by    Mr. 
McCain:  Section  201  is  amended  by  striking: 
"(h)  There  are  authorized  to  be  appropri- 
ated for  the  purposes  of  carrying  out  the 
provisions  of  this  section— 
"(1)  $28,000,000  for  fiscal  year  1988 
"(2)  $29,000,000  for  fiscal  year  1989.  and 
"(3)  such  sums  as  may  be  necessary  for 
fiscal  year  1990. 

And  inserting  in  lieu  thereof  the  follow- 
ing: 

"(h)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section— 
"(1)  $18,000,000  for  fiscal  year  1988 
"(2)  $19,000,000  for  fiscal  year  1989,  and 
"(3)  $19,000,000  for  fiscal  year  1990. 
Section  202  is  amended  by  striking: 
■(c)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section— 

•(1)  $12,000,000  for  fiscal  year  1988,  and 
"(2)  for  each  of  the  fiscal  years  1989,  and 
1990,  such  sums  as  may   be  necessary   to 
maintain  the  fund  at  $12,000,000. 

And  inserting  in  lieu  thereof  the  follow- 
ing: 

"(c)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section— 
"(1)  $8,000,000  for  fiscal  year  1988,  and 
"(2)  for  each  of  the  fiscal  years  1989,  and 
1990.  such  sums  as  may  be  necessary  to 
maintain  the  fund  at  $8,000,000. 

Mr.  McCAIN  (during  the  reading). 
Mr.  Chairman,  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Arizona? 

There  was  no  objection. 

Mr.  McCAIN.  Mr.  Chairman,  like 
others,  I  am  concerned  about  the  ob- 
jections of  the  administration  about 
the  total  authorization  of  this  bill.  I 
am,  therefore,  proposing  that  there  be 
a  reduction  of  $16  million  from  the 
$28  million  down  to  $12  million  for  the 
improvement  fund  and  a  reduction  of 
$10  million  from  the  $18  million  down 
to  $8  million  for  the  catastrophic 
fund. 

Mr.  Chairman,  I  believe  that  both 
the  improvement  fund  and  the  cata- 
strophic fund  require  funding.  They 
are  both  urgent  and  important  pro- 
grams. 

I  am  willing  to  submit  this  amend- 
ment in  a  reduction  in  funding,  but  I 
think  It  would  be  a  very  serious  mis- 
take if  we  adopted  the  Nielson  amend- 
ment which  would  simply  zero  out  the 
catastrophic  fund,  which  I  think  is  a 
crucial  part  of  this  bill. 

Mr.  Chairman,  I  urge  my  colleagues 
to  accept  this  perfecting  amendment. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, will  the  gentleman  yield? 

Mr.  McCAIN.  I  am  glad  to  yield  to 
the  gentleman  from  Utah. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, the  gentleman  said  the  improve- 
ment fund  was  $12  million  and  then 
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$12  million  for  the  catastrophic  fund; 
is  that  the  gentleman's  amendment? 

Mr.  McCAIN.  It  is  $12  million  for 
improvement.  $8  million  for  cata- 
strophic. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, if  the  gentleman  will  yield  fur- 
ther, what  about  the  other  fiscal 
years,  1989  and  1990? 

Mr.  McCAIN.  It  is  consistent  for  all 
3  years. 

Mr.  NIELSON  of  Utah.  All  3  years 
frozen.  If  the  gentleman  will  yield  fur- 
ther, the  effect  of  the  gentleman's 
amendment  then  is  to  cut  out  $20  mil- 
lion, whereas  my  amendment  cuts  out 
only  $12  million,  but  the  effect  of  the 
gentleman's  amendment  is  to  keep 
both  funds,  rather  than  just  the  im- 
provement fund;  is  that  correct? 

Mr.  McCAIN.  Indeed,  that  is  the 
case. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, if  the  gentleman  will  yield  fur- 
ther, would  the  gentleman  consider 
giving  a  lump  sum  and  letting  them 
use  it  in  both  funds  as  they  see  fit?  If 
so,  I  could  support  it. 

Mr.  McCAIN.  I  cannot  at  this  time, 
because  I  feel  that  it  is  important  that 
the  funds  be  earmarked  in  both  sepa- 
rate areas;  otherwise,  we  could  have 
problems  in  administering  these  funds. 

Mr.  UDALL.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  McCAIN.  I  yield  to  the  gentle- 
man from  Arizona. 

Mr.  UDALL.  Mr.  Chairman,  I  strong- 
ly support  the  McCain  substitute  and 
strongly  oppose  the  Nielson  amend- 
ment. 

This  catastrophic  fund  is  a  key  part 
of  the  funds  in  the  bill  that  we  have 
here  on  the  floor  today.  The  adminis- 
tration always  tells  us  that  they  al- 
ready have  authority  to  do  this,  but 
the  fact  is  that  they  have  not  used 
that  authority.  As  between  zeroing  out 
this  program  and  going  partway  with 
the  McCain  amendment,  clearly  the 
responsible  position  is  to  go  forward 
with  Mr.  McCain.  So  I  support  his 
substitute  and  oppose  the  Nielson 
amendment,  and  I  urge  my  colleagues 
to  vote  accordingly. 

Mr.  BEREUTER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  McCAIN.  I  yield  to  the  gentle- 
man from  Nebraska. 

Mr.  BEREUTER.  Mr.  Chairman.  I 
thank  the  gentleman  for  yielding. 

Mr.  Chairman,  I  do  support  the 
amendment  that  the  gentleman  from 
Arizona  [Mr.  McCain]  is  offering,  and 
I  believe  that  I  can  provide  an  exam- 
ple of  why  it  is  essential  that  we  not 
rely  strictly  on  the  discretion  of  the 
administration. 

We  had  an  opportunity  to  move 
funds  to  assist  Indian  tribes  in  South 
Dakota  and  Nebraska  who  suffered  as 
a  result  of  the  catastrophic  experience 
for  eight  Indian  children,  but  they  did 
not  move  it.  Therefore.  I  think  that  it 
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is  essential  that  we  do  have  adequate 
funding  in  both  of  those  funds,  includ- 
ing the  catastrophic  health  emergency 
fimd. 

The  gentleman's  amendment  would 
do  that.  I  think  that  it  is  very  prefera- 
ble, quite  desirable,  to  have  this  ap- 
proach. In  the  absence  of  this  ap- 
proach the  discretion  has  been  proven 
to  be  wanting,  and  I  thank  the  gentle- 
man for  his  amendment. 

The  CHAIRMAN.  The  question  is  on 
the  perfecting  amendment  offered  by 
the  gentleman  from  Arizona  [Mr. 
McCain]  to  title  II. 

The  perfecting  amendment  was 
agreed  to. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Utah  [Mr.  Nielson]. 

The  amendment  was  rejected. 

The  CHAIRMAN.  Are  there  other 
amendments  to  title  II? 

If  not.  the  Clerk  will  designate  title 
III. 

The  text  of  title  III  is  as  follows: 

TITLE  Ill-HEALTH  FACILITIES 
SEC.  301.  HEALTH  FACILITIE-S. 

Section  301  (25  U.S.C.  1631)  is  amended  to 
read  as  follows: 

"HEALTH  FACILITIES 

"Sec.  301.  (aXl)  Within  60  days  after  the 
date  of  enactment  of  the  Indian  Health 
Care  Amendments  of  1986.  the  Secretary 
shall  submit  to  the  Congress  a  report  which 
shall  set  forth  the  current  health  facilities 
priority  system  of  the  Service  and  which 
shall  include  the  planning,  design,  construc- 
tion, or  renovation  needs  for  the  ten  top  pri- 
ority inpatient  care  facilities  and  the  ten 
top  priority  ambulatory  care  facilities  to- 
gether with  required  staff  quarters,  the  jus- 
tification for  such  priority  listings,  and  the 
projected  cost  of  such  projects.  The  report 
shall  also  include  the  methodology  adopted 
by  the  Service  in  establishing  priorities 
under  its  health  facilities  priority  system. 

"(2)(A)  Within  30  days  of  the  submission 
of  the  annual  budget  to  the  Congress  by  the 
President  for  each  of  the  fiscal  years  1989 
and  1990,  the  Secretary  shall  submit  to  the 
Congress  a  report  which  complies  with  the 
requirements  for  paragraph  (1). 

"(B)  In  preparing  such  report  in  such 
fiscal  years,  the  Service  shall  consult  with 
tribes  and  tribal  organizations  including 
those  tribes  or  tribal  organizations  operat- 
ing health  programs  or  facilities  with  funds 
from  the  Service  under  the  Indian  Self-De- 
termination  Act,  and  shall  review  the  needs 
of  these  tribes  and  tribal  organizations  for 
Inpatient  and  outpatient  facilities,  including 
their  needs  for  renovation  and  expansion  of 
existing  facilities. 

"(3)  The  Service  shall  use  the  same  crite- 
ria for  each  of  the  fiscal  years  1988,  1989, 
and  1990  to  evaluate  the  needs  of  facilities 
operated  under  contract  under  the  Indian 
Self-Determination  Act  as  it  uses  to  evalu- 
ate the  needs  of  facilities  operated  directly 
by  the  Service  in  such  fiscal  years. 

"(4)  The  Secretary  shall  ensure  that  the 
planning,  design,  construction,  and  renova- 
tion needs  of  Service  and  non-Service  facili- 
ties which  are  the  subject  of  a  contract  for 
health  services  entered  into  under  the 
Indian  Self-Determination  Act  are  fully  and 
equitably  integrated  into  the  development 
of  the  health  f  acUity  priority  system. 


'(b)(1)  All  funds  appropriated  under  the 
Act  of  November  2,  1921  (25  U.S.C.  13),  for 
the  planning,  design,  construction,  or  ren- 
ovation of  health  facilities  for  the  benefit  of 
a  tribe  of  tribes  shall  be  subject  to  the  pro- 
visions of  sections  103  and  104(b)  of  the 
Indian  Self-Determination  Act.  The  United 
States  shall  hold  title  to  any  facility  con- 
structed under  a  grant  pursuant  to  section 
104(b)of  that  Act. 

•(2)  Any  tribal  contractor  or  grantee  shall 
expend  the  funds  described  in  paragraph  ( 1 ) 
for  the  purpose  for  which  appropriated  pur- 
suant to  rules  and  regulations  established 
by  the  Secretary  for  contracting  and  pro- 
curement.' 

"(c)  Prior  to  the  expenditure  of,  or  the 
making  of  any  firm  commitment  to  expend, 
any  funds  appropriated  for  facilities  plan- 
ning and  design,  construction,  or  renovation 
under  the  Act  of  November  2.  1921  (25 
U.S.C.  13),  the  Secretary,  acting  through 
the  Service,  shall— 

"(1)  consult  with  any  Indian  tribe  that 
would  be  significantly  affected  by  such  ex- 
penditure for  the  purpose  of  determining 
and,  wherever  practicable,  honoring  tribal 
preferences  concerning  size,  location,  type, 
and  other  characteristics  of  any  facility  on 
which  such  expenditure  is  to  be  made,  and 

•(2)  ensure,  wherever  practicable,  that 
such  facility,  not  later  than  one  year  after 
its  construction  or  renovation,  shall  meet 
the  standards  of  the  Joint  Commission  on 
Accreditation  of  Hospitals. 

"(d)  The  Secretary  shall  not  close,  under 
any  existing  authority,  any  Service  hospital 
or  other  outpatient  health  care  facility  or 
any  portion  thereof  unless  he  has  submitted 
to  the  Congress  at  least  one  year  prior  to 
the  planned  closure  date  an  evaluation  of 
the  impact  of  the  proposed  action  which 
shall  include  the  following  factors— 

"(1)  accessibility  of  alternative  health  care 
resources  for  the  service  population: 

"(2)  cost  effectiveness  of  the  closure: 

"(3)  quality  of  health  care  to  be  provided 
to  the  service  population  after  closure; 

"(4)  availability  of  contract  health  care 
funds  to  maintain  current  levels  of  service; 
and 

"(5)  the  views  of  the  Indian  tribe  or  tribes 
served  by  such  facility  on  the  planned  clo- 
sure. 

This  subsection  shall  not  be  applicable  to 
temporary  closures  where  such  closure  is 
specifically  determined  to  be  necessary  to 
avoid  jeopardizing  the  health  or  safety  of 
patients.". 

SEC.  302.  SAFE  WATER  AND  SANITARY  WASTE  DIS- 
POSAL FACILITIES. 

Section  302  (25  U.S.C.  1632)  is  amended  to 
read  as  follows: 

"SAFE  WATER  AND  SANITARY  WASTE  DISPOSAL 
FACILITIES 

"Sec.  302.  (a)(1)  Congress  finds  that— 

"(A)  the  provision  of  safe  water  supply 
and  sanitary  sewage  and  solid  waste  disposal 
systems  is  primarily  a  health  consideration 
and  function: 

■(B)  Indian  people  suffer  an  inordinately 
high  incidence  of  disease,  injury,  and  illness 
directly  attributable  to  the  absence  or  inad- 
equacy of  such  facilities: 

"(C)  the  long-term  cost  to  the  United 
States  of  treating  and  curing  such  disease, 
injury,  and  illness  is  substantially  greater 
than  the  short-term  cost  of  providing  such 
facilities  and  other  preventive  health  meas- 
ures: .  . 

"(D)  many  Indian  homes  and  communities 
still  lack  safe  water  supply  and  sanitary 
sewage  and  solid  waste  disposal  facilities; 
and 
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•(E)  it  is  in  the  interest  of  the  United 
States  and  it  is  the  policy  of  the  United 
States  that  all  Indian  communities  and 
Indian  homes,  new  and  existing,  be  provided 
with  safe  and  adequate  water  supply  and 
sanitary  sewage  and  solid  waste  disposal  fa- 
cilities as  soon  as  possible. 

"(2)  Congress  reaffirms  the  primary  re- 
sponsibility and  authority  of  the  Service  to 
provide  the  necessary  sanitation  facilities 
and  services  as  provided  in  section  7  of  the 
Act  of  August  5.  1954  (42  U.S.C.  2004a). 

"(b)  Beginning  in  fiscal  year  1987,  the  Sec- 
retary, acting  through  the  Service,  shall  de- 
velop and  begin  implementation  of  a  10  year 
plan  to  provide  safe  water  supply  and  sani- 
tary sewage  and  solid  waste  disposal  facili- 
ties to  existing  Indian  homes  and  communi- 
ties and  to  new  and  renovated  Indian 
homes. 

■(c)(1)  Within  60  days  of  the  date  of  the 
enactment  of  the  Indian  Health  Care 
Amendments  of  1986,  the  Secretary  shall 
report  to  Congress  on  the  Service's  sanita- 
tion facilities  priority  system.  The  Secre- 
tary, in  preparing  such  report,  shall  uni- 
formly apply  the  methodology  for  determin- 
ing sanitation  deficiencies  to  all  Indian 
tribes.  Such  report  shall  identify  the  meth- 
odology for  determining  sanitation  deficien- 
cies; the  level  of  deficiency  for  each  Indian 
community  or  tribe;  the  amount  of  funds 
necessary  to  raise  all  communities  to  a  level 
I  deficiency;  and  the  amount  of  funds  neces- 
sary to  raise  all  communities  or  tribes  to  a 
zero  level  of  deficiency.  For  the  purpose  of 
such  report— 

■•(A)  a  level  I  deficiency  means  a  sanita- 
tion system  which  complies  with  all  applica- 
ble water  supply  and  pollution  control  laws 
and  regulations  in  which  the  defined  defi- 
ciencies consist  of  routine  replacement, 
repair,  or  maintenance  needs; 

■'(B)  a  level  II  deficiency  means  a  sanita- 
tion system  which  complies  with  all  applica- 
ble water  supply  and  pollution  control  laws 
and  regulations  in  which  the  defined  defi- 
ciencies consist  of  capital  improvements 
necessary  to  improve  the  facilities  to  meet 
the  needs  of  the  communities  for  domestic 
sanitation  facilities; 

"(C)  a  level  III  deficiency  means  a  sanita- 
tion system  which  has  an  inadequate  or  par- 
tial water  supply  and  sewage  disposal  facili- 
ty which  does  not  comply  with  applicable 
water  supply  and  pollution  control  laws  and 
regulations  or  which  has  no  solid  waste  dis- 
posal facility; 

'  (D)  a  level  IV  deficiency  means  a  sanita- 
tion system  which  lacks  either  a  safe  water 
supply  system  or  a  sewage  disposal  system; 
and 

(E)  a  level  V  deficiency  means  the  ab- 
sence of  a  safe  water  supply  and  sewage  dis- 
posal system. 

Any  trite  or  community  which  lacks  the  op- 
eration and  maintenance  capability  to  meet 
all  applicable  water  supply  and  pollution 
control  laws  and  regulations  shall  be 
deemed  to  have  a  rating  no  higher  than  a 
level  III  deficiency. 

"(2)(A)  Within  30  days  of  the  submission 
of  the  annual  budget  to  the  Congress  by  the 
President  for  fiscal  years  1988,  1989,  and 
1990,  the  Secretary  shall  submit  a  report  to 
the  Congress  which  meete  the  requirements 
of  paragraph  (1). 

"(B)  In  preparing  3uch  report  for  each  of 
the  fiscal  years  1988,  1989,  and  1990,  the 
SecreUry,  acting  through  the  Service,  shall 
consult  with  tribes  and  tribal  organizations 
including  those  operating  health  care  pro- 
grams or  facilities  under  contracts  under 
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the  Indian  Self-Determination  Act  to  deter- 
mine the  sanitation  needs  of  each  tribe. 

■■(d)(1)  To  clarify  the  powers  conferred  by 
subsection  (a)  of  section  7  of  the  Act  of 
August  5.  1954  (42  U.S.C.  2004a),  the  Secre- 
tary, acting  through  the  Service,  is  author- 
ized to  provide— 

"(A)  financial  and  technical  assistance  to 
Indian  tribes  and  communities  in  the  estab- 
lishment, training,  and  equipping  of  utility 
organizations  to  operate  and  maintain 
Indian  sanitation  facilities. 

"(B)  ongoing  technical  assistance  and 
training  in  the  management  of  utility  orga- 
nizations, and 

■■(C)  operation  and  maintenance  assist- 
ance for.  and  emergency  repairs  to,  tribal 
sanitation  facilities  when  necessary  to  avoid 
a  health  hazard  or  to  protect  the  Federal  in- 
vestment in  sanitation  facilities  in  situations 
where  the  community,  tribe,  or  family  is  not 
financially  or  technically  capable  of  per- 
forming the  required  emergency  repairs 
with  their  own  resources. 

"(2)(A)  This  section  is  not  intended  to  di- 
minish the  primary  responsibilities  of  the 
Indian  community  or  tribe  to  establish,  col- 
lect, and  utilize  reasonable  user  fees,  or  oth- 
erwise set  aside  funding,  for  the  purpose  of 
operation  and  maintenance  of  sanitation  fa- 
cilities. 

■'(B)  The  financial  and  technical  capabil- 
ity of  an  Indian  tribe  or  community  to 
safely  operate  and  maintain  a  sanitation  fa- 
cility shall  not  be  a  precondition  for  the 
provision  or  construction  of  such  facilities 
and  the  Secretary  may  not  require  a  tribe  or 
community  to  accept  a  transfer  of  such  fa- 
cilities where  he  has  determined  the  tribe  or 
community  does  not  have,  or  may  not  be 
reasonably  expected  to  achieve,  such  capa- 
bility. 

"(e)  Programs  administered  by  Indian 
tribes  or  tribal  organizations  under  the  au- 
thority of  the  Indian  Self-Determination 
Act  shall  be  eligible  f  or— 

"(1)  funds  appropriated  pursuant  to  sub- 
section (f),  and 

■(2)  funds  appropriated  for  the  purpose  of 
providing  water  supply  or  sewage  disposal 
services, 

on  an  equal  basis  with  programs  that  arc  ad- 
ministered directly  by  the  Indian  Health 
Services. 

"(f)(1)  There  are  authorized  to  be  appro- 
priated for  each  of  the  fiscal  years  1988, 
1989.  cjid  1990,  $3,000,000  for  the  purpose  of 
providing  funds  necessary  to  implement  the 
expanded  responsibilities  of  the  Service 
under  subsection  (d). 

"(2)  In  addition  to  the  amount  authorized 
under  paragraph  (1),  there  are  authorized 
to  be  appropriated  for  each  of  the  fiscal 
years  1988,  1989,  and  1990,  $850,000  for  the 
purpose  of  providing  thirty  new  full-time 
equivalents  for  the  Service  which  shall  be 
used  to  carry  out  the  expanded  responsibil- 
ities of  the  Service  under  subsection  (d). ". 

SEC.  MO.  USE  or  NONSERVICE  FtNDS  FOR  REN- 
OVATION. 

Section  305  (25  U.S.C.  1634)  is  amended  to 
read  as  follows; 

"EXPENDITXniE  OF  NONSERVICE  FUNDS  FOR 
RENOVATION 

"Sec.  305.  (a)  An  Indian  tribe  is  authorized 
to  expend— 

"(1)  any  funds  of  such  tribe,  including 
funds  held  in  trust  by  the  United  States  for 
such  tribe  the  use  of  which  is  not  otherwise 
restricted  by  law.  and 

"(2)  any  funds  appropriated  under  Federal 
law  which  are  not  appropriated  for  expendi- 
ture through  the  Service  and  which  are  not 
otherwise  restricted  by  law. 


for  the  purpose  of  making  any  major  ren- 
ovation or  modernization  of  any  Service  fa- 
cility or  of  any  other  Indian  health  facility 
operated  pursuant  to  a  contract  entered 
into  under  the  Indian  Self-Determination 
Act  (including  an  expenditure  for  the  plan- 
ning or  designing  of  such  renovation  or 
modernization)  if  the  requirements  of  sub- 
section (b)  are  met. 

"(b)  The  requirements  of  this  subsection 
are  met  with  respect  to  any  renovation  or 
modernization  if  the  renovation  or  modern- 
ization— 

••(1)  does  not  require  or  obligate  the  Secre- 
tary to  provide  any  additional  employees  or 
equipment. 

"(2)  is  approved  by  the  appropriate  area 
director  of  the  Service,  and 

■•(3)  is  administered  by  the  Indian  tribe  in 
accordance  with  the  rules  and  regulations 
prescribed  by  the  Secretary  with  respect  to 
construction  or  renovation  of  Service  facili- 
ties. 

■(c)  A  renovation  or  modernization  shall 
not  be  authorized  by  this  section  if  such 
renovation  or  modernization  would  require 
the  diversion  of  funds  appropriated  to  the 
Service  for  any  project  which  has  a  higher 
priority  under  the  health  facility  priority 
system  of  the  Service.". 

SEC.  304.  BETHEL.  ALASKA.  HOSPITAL 

Title  III  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

"BETHEL,  ALASKA.  HOSPITAL 

■'Sec.  306.  (a)  If  a  final  administrative 
ruling  by  the  Department  of  the  Interior 
holds  that  the  Bethel  Native  Corporation  is 
entitled  to  conveyance  of  the  title  to  the 
real  property  described  in  subsection  (did) 
under  the  Alaska  Native  Claims  Settlement 
Act,  such  ruling  shall  not  be  subject  to  judi- 
cial review  and  title  to  such  property  shall 
be  conveyed  to  the  Bethel  Native  Corpora- 
tion. 

■•(b)  The  Secretary  is  authorized,  notwith- 
standing any  other  provision  of  law,  to  enter 
into  an  agreement  with  Bethel  Native  Cor- 
poration for  an  exchange  of  the  real  proper- 
ty described  in  subsection  (d)(1)  for— 

"(1)  the  lands  described  in  subsection 
(d)(2),  or 

■'(2)  any  other  Federal  property  which 
Bethel  Native  Corporation  would  have  been 
able  to  select  under  the  Alaska  Native 
Claims  Settlement  Act. 

'■(c)  If  an  agreement  for  the  exchange  of 
land  is  not  entered  into  under  subsection  (b) 
by  the  date  that  is  90  days  after  the  date  of 
the  ruling  described  in  subsection  (a),  the 
Secretary  shall  purchase  the  lands  de- 
scribed in  subsection  (did)  at  fair  market 
value. 

■■(d)(1)  The  real  property  referred  to  in 
subsection  (a)  is  United  States  Survey  Num- 
bered 4000  other  than  the  lands  described  in 
paragraph  (2). 

"(2)  The  lands  referred  to  in  subsection 
(b)(1)  are  the  lands  identified  as  tracts  A 
and  B  in  the  determination  AA- 18959  of  the 
Bureau  of  Land  Management  issued  on  Sep- 
tember 30,  1983,  pursuant  to  the  Alaska 
Native  Claims  Settlement  Act. ". 

PARLIAMENTARY  INQUIRY 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  have  a  parliamentary  inquiry. 

The  CHAIRMAN.  The  gentleman 
will  state  it. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, on  the  perfecting  amendment  of 
the  gentleman  from  Arizona  [Mr. 
McCain],  that  amendment  passed  but 
my   amendment   failed.   That   means 
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that  his  amendment  went  down  with 
mine;  is  that  correct? 

The  CHAIRMAN.  The  perfecting 
amendment  of  the  gentleman  from  Ar- 
izona prevailed  to  the  bill,  not  to  the 
gentleman's  amendment,  and  at  the 
present  it  is  the  prevailing  amend- 
ment. 

Mr.  NIELSON  of  Utah.  It  is  part  of 
the  bill,  then? 

The  CHAIRMAN.  The  gentleman  is 
correct.  Yes;  it  is  part  of  the  bill. 

AMENDMENT  OFFERED  BY  MR.  NIELSON  OF  UTAH 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Nielson  of 
Utah:  Page  17.  strike  line  3  and  all  that  fol- 
lows through  page  28,  line  13  (and  redesig- 
nate the  subsequent  titles  of  the  bill  accord- 
ingly). 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  will  not  take  long  on  this.  This 
is  again  a  brandnew  program  which 
calls  for  $3.85  million  in  each  of  the 
next  3  years— that  is,  fiscal  years  1988, 
1989,  and  1990-for  facilities  for  sani- 
tation, operation  and  maintenance, 
and  also  administration. 

The  reason  that  I  oppose  this  is  not 
because  it  is  not  a  good  idea  to  have 
sanitation  facilities.  It  is  not  because  I 
do  not  think  that  the  Indians  should 
have  these  sanitation  facilities  provid- 
ed by  the  people  with  whom  they  work. 
It  is  simply  that  that  is  out  of  the  pur- 
view of  the  Indian  health  care.  It  ought 
to  come  under  Occupational  Safety  and 
Health  Administration,  or  some  other 
program.  It  does  not  need  to  be  han- 
dled here.  We  have  adequate  means  to 
take  care  of  it  elsewhere,  and  I  do  not 
think  that  it  is  time  to  start  a  brand- 
new  program.  Therefore,  I  offer  to 
strike  title  III. 

Mr.  UDALL.  Mr.  Chairman,  I  rise  in 
strong  opposition  to  the  gentleman's 
amendment. 

This  title  makes  some  basic  reforms 
in  the  way  the  administration  handles 
the  construction  of  Indian  health  and 
sanitation  facilities. 

Aside  from  the  authorization  of 
small  amounts  of  funds  to  provide  as- 
sistance to  Indian  tribes  for  emergen- 
cy repair  to  sanitation  facilities,  all 
this  title  does  is  to  require  the  Depart- 
ment of  Health  and  Human  Services 
to  provide  to  the  Congress  reports  and 
information  that  it  already  prepares. 

This  information  is  needed  by  the 
Congress  in  authorizing  such  projects 
and  providing  funding  for  them.  The 
Department  routinely  prohibits  the 
Indian  Health  Service  from  freely 
making  that  information  available. 

The  administration  opposes  this  title 
on  the  grounds  that  it  requires  bur- 
densome new  reporting  requirements. 
That  is  not  true.  All  it  does  is  require 
them  to  give  to  the  Congress  informa- 
tion it  already  compiles. 

I  urge  rejection  of  the  amendment. 


UMI 
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The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Utah  [Mr.  Nielson]. 

The  amendment  was  rejected. 

The  CHAIRMAN.  Are  there  other 
amendments  to  title  III?  If  not.  the 
Clerk  will  designate  title  IV. 

The  text  of  title  IV  is  as  follows: 

TITLE  IV— ACCESS  TO  HEALTH  SERVICES 

SEC.  401.  GRANTS  AND  CONTRACTS  WITH  TRIBAL 
ORGANIZATIONS. 

(a)  Section  404  (25  U.S.C.  1622)  is  amend- 
ed- 

(1)  by  striking  out  "and"  at  the  end  of 
subsection  (a)(2)  and  inserting  in  lieu  there- 
of "or",  and 

(2)  by  striking  out  "shall  include,  but  are 
not  limited  to,"  in  subsection  (b)  and  insert- 
ing in  lieu  thereof  "may  include,  as  appro- 
priate,", and 

(3)  by  adding  "or"  at  the  end  of  subsection 
(b)(3). 

(b)  Section  404(c)  (25  U.S.C.  1622(c))  is 
amended  by  striking  out  "and"  after  "1983" 
and  by  insertifg  before  the  period  a  comma 
and  "$3,000,000  for  the  fiscal  year  ending 
September  30,  1988,  $3,500,000  for  the  fiscal 
year  ending  September  30,  1989,  and 
$4,000,000  for  the  fiscal  year  ending  Sep- 
tember 30,  1990". 

SEC.  402.  MEDICAID  PROVISIONS. 

(a)  Skilled  Nursing  Facility.— Section 
1911  of  the  Social  Security  Act  is  amended 
by  striking  out  "or  skilled  nursing  facility" 
each  place  it  appears  and  inserting  in  lieu 
thereof  in  each  instance  "skilled  nursing  fa- 
cility, or  any  other  type  of  facility  which 
provides  services  of  a  type  otherwise  cov- 
ered under  the  State  plan". 

(b)  Reimbursement.— Section  1911  of  the 
Social  Security  Act  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsec- 
tions: 

"(c)  The  Secretary  is  authorized  to  enter 
into  agreements  with  the  State  agency  for 
the  purpose  of  reimbursing  such  agency  for 
health  care  and  services  provided  in  Indian 
Health  Service  facilities  to  Indians  who  are 
eligible  for  medical  assistance  under  the 
State  plan. 

"(d)  Notwithstanding  any  other  provision 
of  law,  payments  to  which  any  facility  of 
.  the  Indian  Health  Service  (including  a  hos- 
piUl,  intermediate  care  facility,  skilled  nurs- 
ing facility,  or  any  other  type  of  facility 
which  provides  services  of  a  type  otherwise 
covered  under  the  State  plan)  is  entitled 
under  a  State  plan  approved  under  this  title 
by  reason  of  this  section  shall  be  placed  in  a 
special  fund  to  be  held  by  the  Secretary  and 
used  by  him  (to  such  extent  or  in  such 
amounts  as  are  provided  in  appropriation 
Acts)  exclusively  for  the  purpose  of  making 
any  improvements  in  the  facilities  of  such 
Service  which  may  be  necessary  to  achieve 
compliance  with  the  applicable  conditions 
and  requirements  of  this  title.  In  making 
payments  from  such  fund,  the  Secretary 
shall  ensure  that  each  service  unit  of  the 
Indian  Health  Service  receives  at  least  50 
percent  of  the  amounts  to  which  the  facili- 
ties of  the  Indian  Health  Service,  for  which 
such  service  unit  makes  collections,  are  enti- 
tled by  reason  of  this  section,  if  such 
amount  is  necessary  for  the  purpose  of 
making  improvements  in  such  facilities  in 
order  to  achieve  compliance  with  the  condi- 
tions and  requirements  of  this  title.  This 
subsection  shall  cease  to  apply  when  the 
Secretary  determines  and  certifies  that  sub- 
stantially all  of  the  health  facilities  of  such 
Service  in  the  United  States  are  in  compli- 


ance   with    such    conditions    and    require- 
ments.". 

(c)  Repeals.— Subsections  (b)  and  (c)  of 
section  402  of  the  Indian  Health  Care  Im- 
provement Act  (42  U.S.C.  1396J,  note)  are 
repealed. 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  health 
care  services  performed  on  or  after  the  date 
of  the  enactment  of  this  Act. 

SEC.  403.  STl'DY  OF  BARRIERS  TO  MEDICAID  PAR- 
TICIPATION. 

Title  IV  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

"STUDY  OF  barriers  TO  MEDICAID 
PARTICIPATION 

"Sec.  405.  (a)  The  Secretary  shall,  in  con- 
sultation with  Indian  tribes  and  tribal  orga- 
nizations, conduct  a  study  of  any  barriers 
which  may  prevent  Indians  from  receiving 
medical  assistance  under  State  plans  ap- 
proved under  title  XIX  of  the  Social  Securi- 
ty Act. 

•(b)  By  no  later  than  the  date  which  is 
one  year  after  the  date  of  enactment  of  the 
Indian  Health  Care  Amendments  of  1986, 
the  Secretary  shall  submit  to  the  Congress  a 
report  on  the  study  conducted  under  subsec- 
tion (a).  Such  report  shall  include— 

"(1)  recommendations  for  legislation 
which— 

"(A)  would  remove  any  barriers  identified 
in  such  study  which  prevent  Indians  from 
receiving  medical  assistance  under  plans  de- 
scribed in  subsection  (a)  and, 

■(B)  would  encourage  participation  by  In- 
dians in  such  plans;  and 

"(2)  estimates,  by  service  unit,  of— 

"(A)  the  number  of  Indians  potentially  eli- 
gible for  medical  assistance  under  such 
plans,  and 

"(B)  the  number  of  Indians  receiving  med- 
ical assistance  under  such  plans.". 

AMENDMENT  OFFERED  BY  MR.  NIELSON  OF  UTAH 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Nielson  of 
Utah:  Page  28,  strike  line  14  and  all  that  fol- 
lows through  page  31,  line  26  (and  redesig- 
nate the  subsequent  titles  of  the  bill  accord- 
ingly). 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, this  is  another  brandnew  pro- 
gram, Medicaid  and  Medicare.  This  is 
getting  into  an  area  which  is  covered 
elsewhere.  This  is  something  that  the 
administration  opposes  and  does  not 
think  is  necessary,  and  it  is  another  $3 
million  one  year.  $3 '/a  million,  then  $4 
million.  Who  knows  how  it  may  grow 
in  the  future?  % 

Again,  I  think  that  it  is  a  matter  o\ 
adding  areas  that  do  not  belong  in 
Indian  health  care,  that  should  be  ad- 
ministered directly  under  the  Medi- 
care and  Medicaid  Programs  and  do 
not  belong  in  this  bill,  and  I  propose 
striking  them,  as  I  did  the  facilities 
and  also  the  catastrophic  aspects  of 
the  bill. 

Mr.  WAXMAN.  Mr.  Chairman.  I  rise 
in  opposition  to  the  amendment. 

Mr.  Chairman.  I  oppose  this  amend- 
ment, which  would  strike  all  of  title  IV 
of  the  bill.  This  title  is  designed  to  in- 
crease access  of  eligible  Indians  to  the 
Medicare  and  Medicaid  Programs.  The 
total  lost,  over  3  years,  is  only  $10.5 


million,  for  grants  and  contracts  to 
Indian  tribes.  This  is  a  reasonable  pro- 
vision, approved  by  the  Congress  2 
years  ago. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Utah  [Mr.  NielsonI. 

The  amendment  was  rejected. 

The  CHAIRMAN.  Are  there  other 
amendments  to  title  IV?  If  not.  the 
Clerk  will  designate  title  V. 

The  text  of  title  V  is  as  follows: 

TITLE  V— URBAN  INDIAN  HEALTH 
SERVICES 

SEC.  .Wl.  REVISION  OE  PRWiRAM. 

Title  V  (25  U.S.C.  1651.  et  seq.)  is  amended 
to  read  as  follows: 

"TITLE  V-HEALTH  SERVICES  FOR 
URBAN  INDIANS 

"PURPOSE 

"Sec.  501.  The  purpose  of  this  title  is  to 
encourage  the  establishment  of  programs  in 
urban  centers  to  make  health  services  more 
accessible  to  urban  Indians. 

"CONTRACTS  WITH  URBAN  INDIAN 
ORGANIZATIONS 

"Sec.  502.  The  Secretary,  through  the 
Service,  shall  enter  into  contracts  with 
urban  Indian  organizations  to  assist  such  or- 
ganizations to  establish  and  administer,  in 
the  urban  centers  in  which  such  organiza- 
tions are  situated,  programs  which  meet  the 
requirements  set  forth  in  this  title.  The  Sec- 
retary, through  the  service,  shall  include 
such  conditions  as  the  Secretary  considers 
necessary  to  effect  the  purpose  of  this  title 
in  any  contract  which  the  Secretary  enters 
into  with  any  urban  Indian  organization 
pursuant  to  this  title. 

"CONTRACTS  FOR  THE  PROVISION  OF  HEALTH 
CARE  OR  REFERRAL  SERVICES 

"Sec  503.  (a)  The  Secretary,  through  the 
Service,  shall  enter  into  contracts  with 
urban  Indian  organizations  for  the  provision 
of  health  care  or  referral  services  for  urban 
Indians  residing  in  the  urban  centers  in 
which  such  organizations  are  situated.  Any 
such  contract  shall  include  requiremenU 
that  the  urban  Indian  organization  success- 
fully undertake  to— 

"(1)  determine  the  population  of  urban 
Indians  residing  in  the  urban  center  in 
which  such  organization  is  situated  who  are 
or  could  be  recipients  of  health  care  or  re- 
ferral services; 

"(2)  determine  the  current  health  status 
of  urban  Indians  residing  in  such  urban 
center; 

"(3)  determine  the  current  health  care 
needs  of  urban  Indians  residing  in  such 
urban  center; 

"(4)  identify  all  public  and  private  health 
services  resources  within  such  urban  center 
which  are  or  may  be  available  to  urban  Indi- 
ans; 

"(5)  determine  the  use  of  public  and  pri- 
vate health  services  resources  by  the  urban 
Indians  residing  in  such  urban  center; 

"(6)  assist  such  health  services  resources 
in  providing  services  to  urban  Indians; 

"(7)  assist  urban  Indians  in  becoming  fa- 
miliar with  and  utilizing  such  health  serv- 
ices resources; 

"(8)  provide  basic  health  education  to 
urban  Indians: 

"(9)  establish  and  implement  manpower 
training  programs  to  accomplish  the  refer- 
ral and  education  tasks  set  forth  in  clauses 
(6)  through  (8)  of  this  subsection; 
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"(10)  identify  gaps  between  unmet  health 
needs  of  urban  Indians  and  the  resources 
available  to  meet  such  needs; 

■■(11)  make  recommendations  to  the  Secre- 
tary and  Federal.  State,  local,  and  other  re- 
source agencies  on  methods  of  improving 
health  service  programs  to  meet  the  needs 
of  urban  Indians:  and 

■■(12)  where  necessary,  provide,  or  enter 
into,  contracts  for  the  provision  of,  health 
care  services  for  urban  Indians. 

•■(b)  The  Secretary,  through  the  Service, 
shall  by  regulation  prescribe  the  criteria  for 
selecting  urban  Indian  organizations  to 
enter  into  contracts  under  this  section.  Such 
criteria  shall,  among  other  factors,  include— 

•(1)  the  extent  of  unmet  health  care 
needs  of  urban  Indians  in  the  urban  center 
involved; 

'■(2)  the  size  of  the  urban  Indian  popula- 
tion in  the  urban  center  involved; 

'•(3)  the  accessibility  to.  and  utilization  of. 
health  care  services  (other  than  services 
provided  under  this  title)  by  urban  Indians 
in  the  urban  center  involved: 

■•(4)  the  extent,  if  any.  to  which  the  activi- 
ties set  forth  in  subsection  (a)  would  dupli- 
cate— 

"(A)  any  previous  or  current  public  or  pri- 
vate health  services  project  in  an  urban 
center  that  was  or  is  funded  in  a  manner 
other  than  pursuant  to  this  title:  or 

■(B)  any  project  funded  under  this  title: 

■■(5)  the  capability  of  an  urban  Indian  or- 
ganization to  perform  the  activities  set 
forth  in  subsection  (a)  and  to  enter  into  a 
contract  with  the  Secretary  under  this  sec- 
tion: 

"(6)  the  satisfactory  performance  and  suc- 
cessful completion  by  an  urban  Indian  orga- 
nization of  other  contracts  with  the  Secre- 
tary under  this  title; 

•■(7)  the  appropriateness  and  likely  effec- 
tiveness of  conducting  the  activities  set 
forth  in  subsection  (a)  in  an  urban  center; 
and 

•■(8)  the  extent  of  exUting  or  likely  future 
participation  in  the  activities  set  forth  in 
subsection  (a)  by  appropriate  health  and 
health-related  Federal.  State,  local,  and 
other  agencies. 

■■contracts  for  the  determination  of 
unmet  health  care  needs 

'Sec.  504.  (a)  The  Secretary,  through  the 
Service,  may  enter  into  contracts  with 
urban  Indian  organizations  situated  in 
urban  centers  for  which  contracts  have  not 
been  entered  into  under  section  503.  The 
purpose  of  a  contract  under  this  section 
shall  be  the  determination  of  the  matters 
descril)ed  in  subsection  (b)(1)  in  order  to 
assist  the  Secretary  in  assessing  the  health 
status  and  health  care  needs  of  urban  Indi- 
ans in  the  urban  center  involved  and  deter- 
mining whether  the  Secretary  should  enter 
into  a  contract  under  section  503  with  the 
urban  Indian  organization  with  which  the 
Secretary  has  entered  into  a  contract  under 
this  section. 

"(b)  Any  contract  entered  into  by  the  Sec- 
retary under  this  section  shall  include  re- 
quirements that— 

■■(1)  the  urban  Indian  organization  suc- 
cessfully undertake  to— 

■'(A)  document  the  health  care  status  and 
unmet  health  care  needs  of  the  urban  Indi- 
ans in  the  urban  center  involved; 

■■(B)  with  respect  to  urban  Indians  in  the 
urban  center  involved,  determine  the  mat- 
ters described  in  clauses  (2).  (3),  (4),  and  (8) 
of  section  503(b);  and 

"(2)  the  urban  Indian  organization  com- 
plete performance  of  the  contract  within 
one  year  after  the  date  on  which  the  Secre- 
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tary  and  such  organization  enter  into  such 
contract. 

■■(c)  The  Secretary  may  not  renew  any 
contract  entered  into  under  this  section. 
■evaluations;  contract  renewals 

■Sec.  505.  (a)  The  Secretary,  through  the 
Service,  shall  develop  procedures  to  evalu- 
ate compliance  with,  and  performance  of. 
contracts  entered  into  by  urban  Indian  orga- 
nizations under  this  title.  Such  procedures 
shall  include  provisions  for  carrying  out  the 
requirements  of  this  section. 

■(b)  The  Secretary,  through  the  Service, 
shall  conduct  an  annual  onsite  evaluation  of 
each  urban  Indian  organization  which  has 
entered  into  a  contract  under  section  503  for 
purposes  of  determining  the  compliance  of 
such  organization  with,  and  evaluating  the 
performance  of  such  organization  under, 
such  contract. 

■•(c)  If,  as  a  result  of  the  evaluations  con- 
ducted under  this  section,  the  Secretary  de- 
termines that  an  urban  Indian  organization 
has  not  complied  with  or  satisfactorily  per- 
formed a  contract  under  section  503.  the 
Secretary  shall,  prior  to  renewing  such  con- 
tract, attempt  to  resolve  with  such  organiza- 
tion the  areas  of  noncompliance  or  unsatis- 
factory performance  and  modify  such  con- 
tract to  prevent  future  occurrences  of  such 
noncompliance  or  unsatisfactory  perform- 
ance. If  the  Secretary  determines  that  such 
noncompliance  or  unsatisfactory  perform- 
ance cannot  be  resolved  and  prevented  in 
the  future,  the  Secretary  shall  not  renew 
such  contract  with  such  organization  and  is 
authorized  to  enter  into  a  contract  under 
section  503  with  another  urban  Indian  orga- 
nization which  is  situated  in  the  same  urban 
center  as  the  urban  Indian  organization 
whose  contract  is  not  renewed  under  this 
section. 

■■(d)  In  determining  whether  to  renew  a 
contract  with  an  urban  Indian  organization 
under  section  503.  or  whether  to  enter  into 
a  contract  with  an  urban  Indian  organiza- 
tion under  section  503  which  has  completed 
performance  of  a  contract  under  section 
504.  the  Secretary  shall  review  the  records 
of  the  urban  Indian  organization,  the  re- 
ports submitted  under  section  507.  and,  in 
the  case  of  a  renewal  of  a  contract  under 
section  503.  shall  consider  the  results  of  the 
onsite  evaluations  conducted  under  subsec- 
tion (b). 

■■other  contract  requirements 

■Sec  506.  (a)  Contracts  with  urban  Indian 
organizations  pursuant  to  this  title  shall  be 
in  accordance  with  all  Federal  contracting 
laws  and  regulations  except  that,  in  the  dis- 
cretion of  the  Secretary,  such  contracts  may 
be  negotiated  without  advertising  and  need 
not  conform  to  the  provisions  of  the  Act  of 
August  24,  1935.  as  amended. 

■■(b)  Payments  under  any  contracts  pursu- 
ant to  this  title  may  be  made  in  advance  or 
by  the  way  of  reimbursement  and  in  such 
installments  and  on  such  conditions  as  the 
Secretary  deems  necessary  to  carry  out  the 
purposes  of  this  title. 

■■(c)  Notwithstanding  any  provision  of  law 
to  the  contrary,  the  Secretary  may.  at  the 
request  or  consent  of  an  urban  Indian  orga- 
nization, revise  or  amend  any  contract  en- 
tered into  by  the  Secretary  with  such  orga- 
nization under  this  title  as  necessary  to 
carry  out  the  purposes  of  this  title. 

'■(d)  In  connection  with  any  contract  en- 
tered into  pursuant  to  this  title,  the  Secre- 
tary may  permit  an  urban  Indian  organiza- 
tion to  utilize,  in  carrying  out  such  contract, 
existing  facilities  owned  by  the  Federal 
Government  within  the  Secretary's  jurisdic- 
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tion  under  such  terms  and  conditions  as 
may  be  agreed  upon  for  the  use  and  mainte- 
nance of  such  facilities. 

■(e)  Contracts  with  urban  Indian  organi- 
zations and  regulations  adopted  pursuant  to 
this  title  shall  include  provisions  to  assure 
the  fair  and  uniform  provision  to  urban  In- 
dians of  services  and  assistance  under  such 
contracts  by  such  organizations. 

■■reports  and  records 

■Sec  507.  (a)  For  each  fiscal  year  during 
which  an  urban  Indian  organization  receives 
or  expends  funds  pursuant  to  a  contract 
under  this  title,  such  organization  shall 
submit  to  the  Secretary  a  quarterly  report 
including— 

•'(  1 )  in  the  case  of  a  contract  under  section 
503,  information  gathered  pursuant  to 
clauses  (10)  and  (11)  of  subsection  (a)  of 
such  section; 

'•(2)  information  on  activities  conducted 
by  the  organization  pursuant  to  the  con- 
tract; 

■■(3)  an  accounting  of  the  ai.  ounts  and 
purposes  for  which  Federal  funds  were  ex- 
pended; and 

••(4)  such  other  information  as  the  Secre- 
tary may  request. 

••(b)  The  reports  and  records  of  the  urban 
Indian  organization  with  respect  to  a  con- 
tract under  this  title  shall  be  subject  to 
audit  by  the  Secretary  and  the  Comptroller 
General  of  the  United  States. 

••(c)  The  Secretary  shall  allow  as  a  cost  of 
any  contract  entered  into  under  section  503 
the  cost  of  an  annual  private  audit  conduct- 
ed by  a  certified  public  accountant. 

•limitation  on  contract  authority 
•Sec.  508.  The  authority  of  the  Secretary 
to  enter  into  contracts  under  this  title  shall 
be  to  the  extent,  and  in  an  amount,  provid- 
ed for  in  appropriation  Acts. 

•authorizations 
'Sec  509.  There  are  authorized  to  be  ap- 
propriated for  contracts  under  this  title— 
•■(1)  $10,000,000  for  fiscal  year  1987. 
■•(2)  $13,200,000  for  fiscal  year  1988. 
■■(3)  $14,400,000  for  fiscal  year  1989,  and 
■(4)  $15,800,000  for  fiscal  year  1990.'. 

amendment  offered  by  MR.  NIELSON  OF  UTAH 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Nielson  of 
Utah;  Page  40.  line  18,  strike  ■$13,200,000  " 
and  insert  ••$10,000,000". 

Page  40,  line  19.  strike  •$14,400,000"  and 
insert  •$10,000,000  ". 

Page  40.  line  20.  strike  '$15,800,000"  and 
insert  ••$10,000,000". 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, the  first  amendment  that  I  of- 
fered was  basically  an  amendment  to 
section  103  which  reduced  the  money 
and  kept  it  fiscally  responsible.  The 
next  amendments  I  offered  were  to 
strike  new  programs,  not  to  start  new 
programs  at  the  present  time  with  our 
budget  situation  as  it  is. 

This  is  like  the  first  amendment.  It 
is  a  freeze  amendment.  It  leaves  the 
urban  program  at  $10  million  for  each 
of  the  fiscal  years. 

This  was  the  amount  which  H.R. 
4600  that  was  on  the  Suspension  Cal- 
endar had.  $10  million  throughout, 
which  I  supported,  and  which  many  of 
us  supported. 
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The  administration  would  like  to 
strike  this  fund  entirely.  They  do  not 
think  that  the  urban  program  is  doing 
what  it  is  supposed  to  do,  and  they 
would  prefer  that  it  be  struck  entirely. 

I  do  think  that  the  urban  program 
does  some  good,  particularly  for  those 
Indians  who  are  not  living  on  reserva- 
tions who  need  this  access,  and  so  I  do 
not  wish  to  strike  it.  However,  I  would 
like  to  freeze  it.  The  reason  that  I 
would  like  to  freeze  it,  as  we  have  done 
on  many  bills  this  year,  is  because  of 
our  budget  situation;  we  really  should 
be  freezing  all  programs  or  cutting 
whenever  we  can.  Certainly  this  bill 
adds  new  programs.  By  the  Members' 
votes  they  have  indicated  that  they 
want  those  new  programs.  This  is  one 
that  we  have  now  which  I  believe  is 
doing  a  good  job,  but  I  do  not  think 
that  we  have  the  funds  to  increase  it 
by  32  percent,  as  this  bill  calls  for  in 
1988,  and  so  I  suggest  that  it  be 
frozen. 

n  1615 

AMENDMENT  OFFERED  BY  MR.  MCCAIN  AS  A  SUB- 
STITUTE FOR  THE  AMENDMENT  OFFERED  BY 
MR.  NIELSON  OF  UTAH 

Mr.  McCAIN.  Mr.  Chairman.  I  offer 
an  amendment  as  a  substitute  for  the 
amendment. 
The  Clerk  read  as  follows: 
Amendment  offered  by  Mr.  McCain  as  a 
substitute  offered  by  Mr.  Nielson  of  Utah; 
Section  501  is  amended  by  striking: 
•Sec  509.  There  are  authorized  to  be  ap- 
propriated for  contracts  under  this  title— 
"(1)  $10,000,000  for  fiscal  year  1987, 
"(2)  $13,200,000  for  fiscal  year  1988, 
"(3)  $14,400,000  for  fiscal  year  1989,  and 
"(4)  $15,800,000  for  fiscal  year  1990. 
And  inserting  in  lieu  of  the  following: 
"Sec  509.  There  are  authorized  to  be  ap- 
propriated for  contracts  under  this  title— 
"(1)  $10,000,000  for  fiscal  year  1987, 
"(2)  $11,200,000  for  fiscal  year  1988, 
"(3)  $12,400,000  for  fiscal  year  1989,  and 
"(4)  $13,800,000  for  fiscal  year  1990. 

Mr.  McCAIN  (during  the  reading). 
Mr.  Chairman,  I  ask  unanimous  con- 
sent that  the  amendment  offered  as  a 
substitute  for  the  amendment  be  con- 
sidered as  read  and  printed  in  the 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Arizona? 

There  was  no  objection. 

Mr.  McCAIN.  Mr.  Chairman,  this 
amendment  basically  simply  allows  for 
what  appears  to  be  inflation  in  the  fol- 
lowing years. 

I  understand  the  concerns  of  the 
gentleman  from  Utah.  I  believe  that 
urban  health  care  clinics  are  crucial  to 
urban  Indians  and  Indian  urban 
health  care  clinics  are  an  important 
factor  in  this  health  care  equation. 

This  amendment  basically  allows  in- 
creases for  fiscal  years  1988.  1989.  and 
1990  to  the  extent  of  what  I  think 
would  take  care  of  inflation.  It  would 
reduce  from  the  present  bill  some  $6 
million  over  a  3-year  period  leaving. 


however,  the  $10  million  number  for 
fiscal  year  1987. 

I  would  just  like  to  point  out  again 
that  urban  health  care  clinics  are  a 
crucial  part  of  the  health  care  equa- 
tion for  our  Indian  population.  I  be- 
lieve that  some  fiscal  reductions  can 
be  made,  but  at  the  same  time  I  do  not 
believe  that  they  should  be  as  draconi- 
an  as  that  suggested  in  the  amend- 
ment of  the  gentleman  from  Utah 
[Mr.  Nielson]. 

I  urge  my  colleagues  to  support  this 
amendment  as  a  substitute. 

Mr.  UDALL.  Mr.  Chairman.  I  move 
to  strike  the  last  word. 

Mr.  Chairman,  I  rise  in  opposition  to 
the  amendment.  In  1976,  Congress 
made  a  conscious  decision  that  the 
Federal  Government  has  some  respon- 
sibility to  ensure  that  Indian  people 
who  are  forced  to  migrate  to  the 
urban  areas  receive  adequate  health 
services. 

It  did  so.  not  by  making  provision 
for  direct  Federal  health  services,  but 
by  giving  urban  Indians  the  ability  to 
reach  out  to  existing  health  services  in 
that  urban  area. 

When  health  care  costs  and  the 
costs  of  accessing  such  care  are  rising, 
this  amendment  would  freeze  these 
Indian  people  into  a  substandard 
health  condition. 

I  oppose  the  amendment  and  urge 
the  House  to  reject  it. 

Mr.  WAXMAN.  Mr.  Chairman,  I  rise 
in  opposition  to  the  Nielson  amend- 
ment. I  rise  in  opposition  to  the 
amendment  because  it  would  reduce 
the  authorizations  for  the  urban 
Indian  health  program  by  $13.4  mil- 
lion over  3  years,  leaving  the  program 
frozen  at  $10  million  for  each  of  the 
next  3  years. 

This  program  is  essential  to  Califor- 
nia which  has  far  more  urban  Indians 
than  any  other  State.  For  that  reason, 
among  others,  I  would  strongly  oppose 
the  amendment. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  move  to  strike  the  requisite 
number  of  words. 

Mr.  Chairman,  I  would  like  to  indi- 
cate that  while  I  would  prefer  my 
amendment,  which  is  a  freeze  for  this 
program,  as  we  have  in  many  other 
programs.  $10  million  is  a  figure  that 
both  the  chairman  of  the  Committee 
on  Interior  and  Insular  Affairs  and 
the  chairman  of  the  Committee  on 
Energy  and  Commerce,  Subcommittee 
on  Health  and  the  Environment,  were 
willing  to  accept  4  or  5  short  months 
ago.  If  $10  million  was  acceptable  at 
that  point,  I  do  not  know  why  it  is  so 
inadequate  now.  I  am  for  the  urban 
programs  and  the  program  the  gentle- 
man from  Arizona  [Mr.  McCain]  has 
suggested  as  being  a  modest  increase 
for  inflation.  I  hope  he  is  wrong  on  his 
numbers,  because  these  are  12-percent 
increases  each  year.  I  would  hope  that 
inflation  does  not  go  back  to  12  per- 


cent a  year.  I  think  the  amount  is  ex- 
cessive. 

Obviously.  I  do  not  have  sufficient 
votes  to  freeze.  I  wish  I  did.  I  will 
probably  reluctantly  support  the 
amendment  offered  by  the  gentleman 
from  Arizona  [Mr.  McCain],  but  I 
want  to  point  out  it  is  a  12-percent  in- 
crease per  year.  I  think  that  it  is  much 
more  than  inflation,  as  he  suggests. 

Mr.  Chairman.  I  yield  back  the  bal- 
ance of  my  time. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Arizona  [Mr.  McCain]  as  a 
substitute  for  the  amendment  offered 
by  the  gentleman  from  Utah  [Mr. 
Nielson]. 

The  amendment  offered  as  a  substi- 
tute for  the  amendment  was  agreed  to. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Utah  [Mr.  Nielson],  as 
amended. 

The  amendment,  as  amended,  was 
agreed  to. 

The  CHAIRMAN.  Are  there  other 
amendments  to  title  V? 

If  not,  the  Clerk  will  designate  title 
VI. 

The  text  of  title  VI  is  as  follows: 


TITLE  VI— ORGA.MZATIONAL 
IMPROVE.MENTS 

SEC.  601.  ESTABLISHMENT  OF  INDIAN  HEALTH 
SERVICE  AS  AN  AGENCY  (»K  THE 
PIBLIC  HEALTH  SERVICE. 

(a)  AMENDMENT.-Title  VI  (25  U.S.C.  1661) 
is  amended  to  read  as  follows: 

"TITLE  VI-ORGANIZATIONAL 
IMPROVEMENTS 

•ESTABLISHMENT  OF  THE  INDIAN  HEALTH  SERV- 
ICE AS  AN  AGENCY  OF  THE  PUBLIC  HEALTH 
SERVICE 

•Sec.  601.  (a)  In  order  to  more  effectively 
and  efficiently  carry  out  the  responsibilities, 
authorities,  and  functions  of  the  United 
States  to  provide  health  care  services  to  In- 
dians and  Indian  tribes,  as  are  or  may  be 
hereafter  provided  by  Federal  statute  or 
treaties,  there  is  established  within  the 
Public  Health  Service  of  the  Department  of 
Health  and  Human  Services  the  Indian 
Health  Service.  The  Indian  Health  Service 
shall  be  administered  by  a  Director,  who 
shall  be  appointed  by  the  President,  by  and 
with  the  advice  and  consent  of  the  Senate. 
The  Director  of  the  Indian  Health  Service 
shall  report  to  the  Secretary  through  the 
Assistant  Secretary  for  Health,  of  the  De- 
partment of  Health  and  Human  Services, 
and  shall  not  report  to,  or  be  under  the  su- 
pervision of.  any  other  officer  or  employee 
of  such  Department. 

•(b)  The  Indian  Health  Service  shall  be  an 
agency  within  the  Public  Health  Service  of 
the  Department  of  Health  and  Human  Serv- 
ices, and  shall  not  be  an  office,  component, 
or  unit  of  any  other  agency  of  the  Depart- 
ment. 

•(c)     The     Secretary     shall     carry     out- 
through  the  Director  of  the  Indian  Health 
Service— 

"(1)  all  functions  which  were,  on  the  day 
before  the  dale  of  enactment  of  the  Indian 
Health  Care  Amendmente  of  1986.  carried 
out  by  or  under  the  direction  of  the  individ- 
ual serving  as  Director  of  the  Indian  Health 
Service  on  such  day; 
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"(2)  all  functions  of  the  Secretary  relating 
to  the  maintenance  and  operation  of  hospi- 
tal and  health  facilities  for  Indians  and  the 
planning  for,  and  the  provision  and  utiliza- 
tion of.  health  services  for  Indians:  and 

"(3)  all  health  programs  under  which 
health  care  is  provided  to  Indians  based 
upon  their  status  as  Indians  which  are  ad- 
ministered by  the  Secretary,  including  (but 
not  limited  to)  programs  under— 

"(A)  this  Act; 

"(B)  the  Act  of  November  2,  1921  (25 
U.S.C.  13): 

"(C)  the  Act  of  August  5,  1954  (68  Stat. 
674): 

"(D)  the  Act  of  August  16,  1957  (71  Stat. 
370):  and 

"(E)  the  Indian  Self-Determination  and 
Education  Assistance  Act  (Public  Law  93- 
638). 

'■(d)(1)  Notwithstanding  any  other  provi- 
sion of  law.  the  Secretary  may  not  reorga- 
nize, alter,  or  discontinue  the  Indian  Health 
Service  or  allocate  or  reallocate  any  func- 
tion which  this  section  specifies  shall  be 
performed  by  the  Director  of  the  Indian 
Health  Ser\'ice  or  by  the  Secretary  of 
Health  and  Human  Services  through  the  Di- 
rector of  the  Indian  Health  Service. 

"(2)  Paragraph  (1)  shall  not  apply  to  any 
action  taken  by  the  Director  of  the  Indian 
Health  Service  which  the  Director  of  the 
Indian  Health  Service  determines  to  be  ap- 
propriate. 

•■(e)(1)  The  Director  of  the  Indian  Health 
Service  shall  have  the  authority— 

■■(A)  except  to  the  extent  provided  in 
paragraph  (2).  to  appoint  and  compensate 
employees  for  the  Service  in  accordance 
with  title  5.  United  States  Code: 

■■(B)  to  enter  into  contracts  for  the  pro- 
curement of  goods  and  services  to  carry  out 
the  functions  of  the  Service:  and 

■■(C)  to  manage,  expend,  and  obligate  all 
funds  appropriate  for  the  Service. 

■■(2)  Notwithstanding  any  other  law.  the 
provisions  of  section  12  of  the  Act  of  June 
18.  1934  (48  Stat.  986:  25  U.S.C.  472)  shall 
apply  to  all  personnel  actions  taken  with  re- 
spect to  new  positions  created  within  the 
Service  as  a  result  of  its  establishment 
under  subsection  (a). 

■management  information  system:  access 
TO  patient^s  records 

•Sec.  602.  (a)  The  Secretary  shall  estab- 
lish an  automated  management  information 
system  for  the  Service. 

••(b)  The  information  system  established 
under  subsection  (a)  shall  include— 

"(Da  cost  accounting  system. 

•'(2)  a  patient  care  information  system  for 
each  area  served  by  the  Service,  and 

••(3)  a  privacy  component  that  protects 
the  privacy  of  patient  information  held  by, 
or  on  behalf  of.  the  Service. 

•■(c)  Notwithstanding  any  other  provisions 
of  law,  each  patient  shall  have  reasonable 
access  to  the  medical  or  health  records  of 
such  patient  which  are  held  by.  or  on  behalf 
of,  the  Service. 

"(dKl)  The  Secretary  shall  provide— 

"(A)  all  tribes  or  tribal  organizations  pro- 
viding health  services  under  a  contract  with 
the  Service  under  the  Indian  Self-Detenni- 
nation  Act,  and 

"(B)  all  urban  Indian  organizations  pro- 
viding health  services  under  a  contract  with 
the  Service  under  section  503  of  this  Act, 
automated  management  information  sys- 
tems which  meet  the  management  informa- 
tion needs  of  each  such  tribe  or  organiza- 
tion with  respect  to  the  treatment  by  the 
tribe  or  organization  of  patients  of  the  Serv- 
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ice  and  which  meet  the  management  infor- 
mation needs  of  the  Service. 

■(2)  The  Secretary  shall  reimburse  each 
such  tribe  or  organization  for  the  part  of 
the  cost  of  the  operation  of  a  system  provid- 
ed under  paragraph  (1)  which  is  attributa- 
ble to  the  treatment  by  the  tribe  or  organi- 
zation of  patients  of  the  Service. 

■(3)  The  Secretary  shall  provide  systems 
under  paragraph  ( 1 )  to  tribes  and  organiza- 
tions providing  health  services  in  California 
not  later  than  September  30.  1988.  ■. 

(b)  Transfers.— All  personnel,  records, 
equipment,  facilities,  and  interests  in  prop- 
erty that  are  administered  by  the  Indian 
Health  Service  on  the  day  before  the  date 
on  which  the  amendments  made  by  this  sec- 
tion take  effect  shall  be  transferred  to  the 
Indian  Health  Service  established  by  the 
amendment  made  by  subsection  (a)  of  this 
section.  All  transfers  must  be  accomplished 
within  9  months  of  the  date  of  enactment  of 
this  title.  The  Secretary  is  authorized  to 
waive  the  Indian  preference  laws  on  a  case- 
by-case  basis  for  temporary  transfers  in- 
volved in  implementing  this  title  during 
such  9-month  period. 

(c)  Effective  Date.— Section  601  of  the 
Indian  Health  Care  Improvement  Act  added 
by  subsection  (a)  of  this  section  shall  take 
effect  9  months  from  the  date  of  the  enact- 
ment of  this  Act. 

The  CHAIRMAN.  Are  there  any 
amendments  to  title  VI? 

If  not,  the  Clerk  will  designate  title 
VII. 

The  text  of  title  VII  is  as  follows: 
TITLE  VII-MISCELLANEOLS 
SEC.  701.  LEASING  AND  OTHER  CONTRAtTS. 

Section  704  (25  U.S.C.  1674)  is  amended- 

(1)  by  striking  out  ■Notwithstanding^,  and 
inserting  in  lieu  thereof  ■(a)  Notwithstand- 
ing", and 

(2)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection: 

■■(b)  The  Secretary  may  enter  into  leases, 
contracts,  and  other  legal  agreements  with 
Indian  tribes  or  tribal  organizations  which 
hold- 

■■(1)  title  to: 

•'(2)  a  leasehold  interest  in:  or 

■•(3)  a  beneficial  interest  in  (where  title  is 
held  by  the  United  States  in  trust  for  the 
benefit  of  a  tribe): 

facilities  used  for  the  administration  and  de- 
livery of  health  services  by  the  Indian 
Health  Service  or  by  programs  operated  by 
tribes  or  tribal  organizations  to  compensate 
such  tribes  or  tribal  organizations  for  costs 
associated  with  the  use  of  such  facilities  for 
such  purposes.  Such  costs  include  rent,  de- 
preciation based  on  the  useful  life  of  the 
building,  principal  and  interest  paid  or  ac- 
crued, operation  and  maintenance  expenses, 
and  other  expenses  determined  by  regula- 
tion to  be  allowable. ". 

SEC.  702.  JUVENILE  ALCOHOL  AND  DRUG  ABl  SE. 

Section  706  (25  U.S.C.  1676)  is  amended  to 
read  as  follows: 

•'JUVENILE  ALCOHOL  AND  DRUG  ABUSE 

"Sec.  706.  (a)  Within  180  days  of  the  date 
of  enactment  of  the  Indian  Health  Care 
Amendments  of  1986,  the  Secretary  shall 
enter  into  an  agreement  with  the  Secretary 
of  the  Interior  and  the  Secretary  of  Educa- 
tion to  coordinate  the  efforts  of  their  De- 
paj'tments  related  to  alcohol  and  drug  abuse 
among  Indian  juveniles.  The  agreement 
shall  provide  for  the  identification  and  co- 
ordination of  available  resources  and  pro- 
grams to  combat  Indian  juvenile  alcohol 
and  drug  abuse  through  prevention,  educa- 
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tlon.  counseling,  and  referral.  The  Secretary 
shall  publish  such  agreement  in  the  Federal 
Register  within  30  days  after  an  agreement 
has  been  entered  into  pursuant  to  this  sub- 
section. 

••(b)  The  Secretary,  acting  through  the 
Service  and  in  consultation  and  cooperation 
with  the  Secretary  of  the  Interior  and  the 
Secretary  of  Education,  shall  develop  a  pro- 
gram to  provide  training  in— 

••(1)  preventive  education; 

••(2)  the  identification  of  juvenile  alcohol 
and  drug  abusers;  and 

••(3)  counseling  techniques  on  juvenile  al- 
cohol and  drug  abuse. 

Such  training  shall  be  provided  to  elementa- 
ry and  secondary  teachers  and  counselors— 

•■(A)  in  schools  operated  by  the  Bureau  of 
Indian  Affairs: 

••(B)  in  schools  operated  under  contract 
with  the  Bureau  of  Indian  Affairs:  and 

••(C)  in  public  schools  on  or  near  Indian 
reservations  (including  public  schools  in 
Oklahoma  and  Alaska  with  significant  num- 
bers of  Indian  students). 
The  Service  may  provide  such  training 
either  directly  or  through  contract  with 
qualified  private  or  public  entities. 

••(c)  The  Secretary  of  the  Interior,  acting 
through  the  Bureau  of  Indian  Affairs  and  in 
consultation  with  the  Service,  shall  review 
existing  literature  and  reports  on  juvenile 
alcohol  and  drug  abuse,  including  studies 
and  school  curricula  and  any  other  material 
relevant  to  an  understanding  of  the  problem 
of  juvenile  alcohol  and  drug  abuse,  and 
shall  make  available  the  results  of  such 
review  to  the  schools  described  in  subsection 
(b). 

••(d)  The  Secretary  shall  establish  an 
Office  of  Alcohol  and  Drug  Abuse  within 
the  Service  which  shall  be  responsible  for 
the  administration  of  programs  and  authori- 
ties of  the  Service  in  the  field  of  alcohol  and 
drug  abuse.  The  Office  shall  have  assigned 
to  it  a  number  of  full-time  equivalent  posi- 
tions which  shall  not  be  less  than  eight  full- 
time  equivalent  positions  in  the  Central 
Office  of  the  Service  and  one  full-time 
equivalent  position  in  each  Service  area  and 
Program  Office. 

••(e)  For  the  purpose  of  implementing  sub- 
section (b)  there  is  authorized  to  be  appro- 
priated $1,500,000  for  each  of  the  fiscal 
years  1988.  1989.  and  1990.". 

SEC.  703.  NCCLEAR  RESOl'RCE  DEVELOPMENT 
HEALTH  HAZARDS. 

(a)  Subsections  (a)  and  (b)  of  section  707 
(25  U.S.C.  1677)  are  amended  to  read  as  fol- 
lows: 

••(a)  The  Secretary,  acting  through  the 
Service,  shall  enter  into  appropriate  ar- 
rangements with  the  National  Academy  of 
Sciences  to  conduct  a  study  of  the  health 
hazards  to  Indian  miners  and  to  Indians 
living  on  or  near  Indian  reservations  or  in 
Indian  communities  which  result  from  de- 
velopment of  nuclear  resources.  Such  study 
shall  include— 

•(1)  an  evaluation  of  the  nature  and 
extent  of  nuclear  resource  development  re- 
lated health  problems  currently  exhibited 
among  Indians  and  the  causes  of  such 
health  problems; 

'•(2)  an  analysis  of  the  potential  effect  of 
ongoing  and  future  nuclear  resource  devel- 
opment on  or  near  Indian  reservations  and 
communities; 

(3)  an  evaluation  of  the  types  and  nature 
of  activities,  practices,  and  conditions  caus- 
ing or  affecting  such  health  problems,  in- 
cluding uranium  mining  and  milling,  urani- 
um mine   tailing   deposits,   nuclear   power 


plant  operat 
ar  waste  disf 

•'(4)  a  sun 
ommendatio 
State  studie: 
spections  di: 
on  the  dat( 
Health  Care 
rectly  or  in( 
practices,  s 
health  or  sa: 

•■(5)  an  evi 
been  made 
and  mining 
tively  carry 
such  Indiai 
safety  hazai 
ment. 

To  assist  th 
study,  the  ! 
the  Interior 
the  Acaden 
Academy  d« 
of  conduct!] 
shall  cooper 
ing  informa 
intent  of  thi 

••(b)  Upoi 
scribed  in 
acting  thro 
on  the  basi! 
health  care 
lems  studie( 
shall  includi 

••(1)  meth 
Indians  cu 
source  dev( 
lems; 

••(2)  prev€ 
be  exposed 
result  of  ni 
eluding  the 
dividuals  w 
posed  to  ex 
otherwise  a 
activities  th 
ous  impact 
uals:  and 

•'(3)  a  pr 
who,  by  res 
proximity  t 
may  experi( 

(b)  Subse 
ed  by  strik 
eighteen  mi 
ment  of  th 
thereof  'bj 
eighteen  n 
ment  of  tl 
ments  of  19 

(c)  Subsei 
1677(f))  is  a 

"(f)  Ther 
ated  $750.0 
the  study  < 
funds  shall 
until  the  < 
after  the 
ated.". 

SEC.  704.  ARI 


SEC  705.  EU( 

Section  7 
read  as  foil 


UMI 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24127 


he  Secretary 
the  Federal 

n  agreement 
to  this  sub- 


^nile  alcohol 
juvenile  al- 
to elementa- 
counselors— 
e  Bureau  of 


:h  training 
ntract  with 

!S. 

;rior,  acting 
ffairs  and  in 
shall  review 
on  juvenile 
ling  studies 
ler  material 
;he  problem 
abuse,  and 
Its  of  such 
1  subsection 


IVELOPMENT 

section  707 
read  as  fol- 


plant  operation  and  construction,  and  nucle- 
ar waste  disposal: 

"(4)  a  summary  of  any  findings  and  rec- 
ommendations provided  in  Federal  and 
State  studies,  reports,  investigations,  and  in- 
spections during  the  10-year  period  ending 
on  the  date  of  enactment  of  the  Indian 
Health  Care  Amendments  of  1986  that  di- 
rectly or  indirectly  relate  to  the  activities, 
practices,  and  conditions  affecting  the 
health  or  safety  of  such  Indians:  and 

"(5)  an  evaluation  of  the  efforts  that  have 
been  made  by  Federal  and  State  agencies 
and  mining  and  milling  companies  to  effec- 
tively carry  out  an  education  program  for 
such  Indians  regarding  the  health  and 
safety  hazards  of  nuclear  resource  develop- 
ment. 

To  assist  the  Academy  in  conducting  such 
study,  the  Secretary  and  the  Secretary  of 
the  Interior  shall  furnish  at  the  request  of 
the  Academy  any  information  which  the 
Academy  deems  necessary  for  the  purpose 
of  conducting  the  study.  In  addition,  they 
shall  cooperate  with  the  Academy  in  obtain- 
ing information  necessary  to  carry  out  the 
intent  of  the  study. 

"(b)  Upon  completion  of  the  study  de- 
scribed in  subsection  (a),  the  Secretary, 
acting  through  the  Service,  shall  develop, 
on  the  basis  of  the  results  of  such  study,  a 
health  care  plan  to  address  the  health  prob- 
lems studied  under  subsection  (a).  The  plan 
shall  include— 

"(1)  methods  for  diagnosing  and  treating 
Indians  currently  exhibiting  nuclear  re- 
source development  related  health  prob- 
lems: 

"(2)  preventive  care  for  Indians  who  may 
be  exposed  to  such  health  hazards  as  a 
result  of  nuclear  resource  development,  in- 
cluding the  monitoring  of  the  health  of  in- 
dividuals who  have  or  may  have  been  ex- 
posed to  excessive  amounts  of  radiation,  or 
otherwise  affected  by  nuclear  development 
activities  that  have  had  or  could  have  a  seri- 
ous impact  upon  the  health  of  such  individ- 
uals: and 

■■(3)  a  program  of  education  for  Indians 
who,  by  reason  of  their  worli  or  geographic 
proximity  to  nuclear  development  activities, 
may  experience  health  problems.". 

(b)  Subsection  (c)  of  section  707  is  amend- 
ed by  strilcing  out  "no  later  than  the  date 
eighteen  months  after  the  date  of  the  enact- 
ment of  this  section"  and  inserting  in  lieu 
thereof  "by  no  later  than  the  date  which  is 
eighteen  months  after  the  date  of  enact- 
ment of  the  Indian  Health  Care  Amend- 
ments of  1986". 

(c)  SubsectioiV'(f)  of  section  707  (25  U.S.C. 
1677(f))  is  amended  to  read  as  follows: 

"(f)  There  are  authorized  to  be  appropri- 
ated $750,000  for  the  purpose  of  conducting 
the  study  described  in  subsection  (a).  Such 
funds  shall  remain  available  for  expenditure 
until  the  date  which  is  eighteen  months 
after  the  date  such  funds  are  appropri- 
ated.". 

SEC.  704.  ARIZONA  AS  A  CONTRACT  HEALTH  SERV- 
ICE DELIVERY  AREA. 
Subsection  (a)  of  section  708  (25  U.S.C. 
1678(a)).is  amended— 

(1)  by  striking  out  "1984"  and  inserting  in 
lieu  thereof  "1989",  and 

(2)  by  striking  out  "Indians  in  such  State" 
and  inserting  in  lieu  thereof  "members  of 
federally  recognized  Indian  tribes  of  Arizo- 
na". 

SEC.  705.  ELIGIBILITY  OF  CALIFORNIA  INDIANS. 

Section  709  (25  U.S.C.  1679)  Is  amended  to 
read  as  follows: 


"ELIGIBILITY  OF  CALIFORNIA  INDIANS 

"Sec.  709.  (a)  The  following  California  In- 
dians shall  be  eligible  for  care  from  the 
Service: 

"(1)  Any  member  of  a  federally  recognized 
Indian  tribe. 

"(2)  Any  descendant  of  an  Indian  who  was 
residing  in  California  on  June  1,  1852,  but 
only  if  such  descendant— 

"(A)  is  living  in  California, 

"(B)  is  a  member  of  the  Indian  communi- 
ty served  by  a  local  program  of  the  Service, 
and 

"(C)  is  regarded  as  an  Indian  by  the  com- 
munity in  which  such  descendant  lives. 

"(3)  Any  Indian  who  holds  trust  interests 
in  public  domain,  national  forest,  or  Indian 
reservation  allotments  in  California. 

"(4)  Any  Indian  in  California  who  is  listed 
on  the  plans  for  distribution  of  the  assets  of 
California  rancherias  and  reservations 
under  the  Act  of  August  18,  1958  (72  Stat. 
619),  and  any  descendant  of  such  an  Indian. 

"(b)  Paragraph  (4)  of  subsection  (a)  shall 
not  apply  after  September  30,  1988.". 

SEC.   70«.   CALIFORNIA    AS   A    CONTRACT   HEALTH 
SERVICE  DELIVERY  AREA. 

Section  710  (25  U.S.C.  1680)  is  amended  to 
read  as  follows: 

"CALIFORNIA  AS  A  CONTRACT  HEALTH  SERVICE 
DELIVERY  AREA 

"Sec  710.  The  State  of  California,  exclud- 
ing the  counties  of  Alameda,  Contra  Costa, 
Los  Angeles,  Marin,  Orange,  Sacramento, 
San  Francisco,  San  Mateo,  and  Santa  Clara 
shall  be  designated  as  a  contract  health 
service  delivery  area  by  the  Service  for  the 
purpose  of  providing  contract  health  serv- 
ices to  Indians  in  such  State.". 

SEC.  707.  CONTRACT  HEALTH  FACILITIES. 

Title  VII  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

"CONTRACT  HEALTH  FACILITIES 

"Sec.  711.  (a)  The  Indian  Health  Service 
shall  provide  funds  for  health  care  pro- 
grams and  facilities  operated  by  tribes  and 
tribal  organizations  under  contracts  with 
the  Indian  Health  Service  under  the  Indian 
Self-Determination  Act— 

"(1)  for  the  maintenance  and  repair  of 
clinics  owned  or  leased  by  such  tribes  or 
tribal  organizations, 

"(2)  for  employee  training, 

"(3)  for  cost-of-living  increases  for  em- 
ployees, and 

"(4)  for  any  other  expenses  relating  to  the 
provision  of  health  services, 
on  the  same  basis  as  such  funds  are  provid- 
ed to  programs  and  facilities  operated  di- 
rectly by  the  Indian  Health  Service. 

"(b)  In  the  case  of  eligible  California  Indi- 
ans as  defined  by  section  709  who  are  not 
members  of  Indian  tribes  or  eligible  for 
membership  in  such  tribes,  the  Secretary 
may  not  enter  into  a  contract  to  provide 
health  services  to  such  Indians  under  sec- 
tion 103  of  the  Indian  Self-Determination 
Act  if  51  per  centum  of  the  adult  population 
of  such  Indians  object  prior  to  the  award  of 
such  contract  through  any  legally  estab- 
lished organization  of  Indians  representa- 
tive of  such  Indians,  in  which  case  the  Sec- 
retary, acting  through  the  Service,  shall 
make  alternate  arrangements  for  the  deliv- 
ery of  health  care  services  to  such  Indians. 
In  making  such  alternate  arrangements  for 
such  Indians,  the  Service  may— 

"(1)  provide  services  directly  to  some  or  all 
of  such  Indians  through  its  own  facilities, 

"(2)  purchase  services  for  some  or  all  of 
such  Indians  on  a  contract  basis, 

"(3)  contract  with  a  qualified  organization 
representing  some  or  all  of  such  Indians  for 


the  provision  of  services  under  the  terms  of 
the  third  proviso  of  the  first  paragraph 
under  the  heading  "Secretary"  in  the  divi- 
sion relating  to  general  provisions  of  the  Act 
of  April  30,  1908  (35  Stat.  71.  chapter  153:  25 
U.S.C.  47),  popularly  known  as  the  Buy 
Indian  Act,  or 

"(4)  make  other  effective  arrangements 
for  the  delivery  of  health  care  services  to 
such  Indians. 

"(c)  Nothing  in  this  section  shall  be  con> 
strued  to  restrict  or  interfere  with  the  right 
of  any  Indian  tribe  to  contract  for  health 
services  on  behalf  of  its  own  members.". 

SEC.  70lt.  NATIONAL  HEALTH  SERVICE  CORPS. 

(a)  National  Health  Service  Corps.— 
Title  VII,  as  amended  by  section  707  of  this 
Act,  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  section: 

"NATIONAL  HEALTH  SERVICE  CORPS 

"Sec.  712.  The  Secretary  of  Health  and 
Human  Services  shall  not— 

"(1)  remove  a  member  of  the  National 
Health  Service  Corps  from  a  health  facility 
operated  by  the  Indian  Health  Service  or  by 
a  tribe  or  tribal  organization  under  contract 
with  the  Indian  Health  Service  under  the 
Indian  Self-Determination  Act:  or 

"(2)  withdraw  funding  used  to  support 
such  member. 

unless  the  Secretary,  acting  through  the 
Service,  has  ensured  that  the  Indians  receiv- 
ing services  from  such  member  will  experi- 
ence no  reduction  in  services.". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  of  this  section  shall 
take  effect  as  of  January  1,  1984. 

sec.  709.  ADDITIONAL  PROVISIONS. 

Title  VII,  as  amended  by  sections  707  and 
708  of  this  Act,  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
sections: 

"SERVICE  TO  INELIGIBLE  PERSONS 

"Sec.  713.  (a)(1)  The  Secretary,  acting 
through  the  Service,  may  provide  or  author- 
ize the  provision  of  medical  care,  treatment, 
or  benefits  by  the  Service  to  persons  who 
are  not  otherwise  eligible  for  such  services 
in  health  facilities  maintained  by  the  Serv- 
ice or  contracted  under  the  Indian  Self-De- 
termination Act  (Public  Law  93-638)  or 
through  contract  health  care  services,  sub- 
ject to  the  limitations  of  this  section. 

"(2)  Persons  eighteen  years  of  age  or 
under  who  are  the  natural  or  adopted  chil- 
dren (including  foster-  and  step-children), 
legal  wards,  or  orphans  of  an  eligible  Indian 
person  and  who  are  not  otherwise  eligible 
for  the  medical  care,  treatment,  or  benefits 
of  the  Service  shall  be  eligible  for  all  such 
services  on  the  same  basis  and  subject  to  the 
same  rules  as  apply  to  eligible  Indians  until 
their  nineteenth  birthday.  The  existing  po- 
tential medical  needs  of  such  persons  shall 
be  taken  into  consideration  by  the  Service 
in  determining  the  need  for,  or  the  alloca- 
tion of,  its  health  resources.  Any  such 
person  who  has  been  determined  to  be  legal- 
ly incompetent  prior  to  their  nineteenth 
birthday  shall  remain  eligible  for  such  serv- 
ices until  one  year  after  the  date  such  dis- 
ability has  been  removed. 

"(3)  Non-Indian  spouses  of  eligible  Indians 
or  spouses  of  Indian  descent  who  are  not 
otherwise  eligible  for  the  medical  care, 
treatment,  or  benefits  of  the  Service  shall 
not  be  eligible  for  the  medical  care,  treat- 
ment, or  benefits  of  the  Service  unless  they 
are  made  eligible,  as  a  class,  by  an  appropri- 
ate resolution  of  the  governing  body  of  the 
relevant  Indian  tribe.  The  medical  needs  of 
persons  made  eligible  under  this  subsection 
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shall  not  be  taken  into  consideration  by  the 
Service  in  determining  the  need  for.  or  allo- 
cation of.  its  health  resources. 

"(bXlXA)  At  the  request  of  the  Indian 
tribe  or  tribes  included  within  the  service 
area  of  any  service  unit  of  the  Service,  the 
Secretary  may  authorize  the  medical  care 
and  treatment  of  otherwise  ineligible  per- 
sons residing  within  such  service  area  in 
health  facilities  maintained  and  operated  by 
the  Service. 

"(B)  Persons  receiving  medical  care  and 
treatment  under  this  sul>seclion  shall  be 
liable  for  the  payment  for  such  services 
under  a  fee  schedule  adopted  by  the  Secre- 
tary which,  in  the  judgment  of  the  Secre- 
tary, shall  result  in  reimbursement  in  an 
amount  hot  less  than  the  actual  cost  of  pro- 
viding the  service.  Fees  collected  under  this 
subsection,  including  medicare  or  medicaid 
reimbursements  under  titles  XVIII  and  XIX 
of  the  Social  Security  Act.  shall  be  credited 
to  the  account  of  the  facility  providing  the 
service  and  shall  be  used  solely  for  the  pro- 
vision of  health  services  within  that  facility. 
Pees  collected  pursuant  to  this  subsection 
shall  be  available  for  expenditure  within 
such  facility  for  not  to  exceed  one  fiscal 
year  after  the  fiscal  year  in  which  collected. 

"(2)(A)  Except  as  provided  in  subpara- 
graph (B).  where  the  governing  body  of  an 
Indian  tribe  or,  in  the  case  of  a  multitribal 
service  area,  any  Indian  tribe  revokes  its 
concurrence  to  the  provision  of  services 
under  paragraph  (IXA).  the  Secretary's  au- 
thority to  provide  such  service  shall  termi- 
nate at  the  end  of  the  fiscal  year  following 
the  fiscal  year  in  which  such  revocation  was 
adopted. 

"(B)  In  California,  in  the  case  of  a  multi- 
tribal  service  area,  unless  51  per  centum  or 
more  of  the  Indian  tribes  in  the  service  area 
revoke  their  concurrence  to  the  provision  of 
services  under  paragraph  (1)(A).  the  author- 
ity to  provide  such  service  shall  not  be  af- 
fected. 

"(3XA)  In  the  case  of  health  facilities  op- 
erated directly  by  the  Service,  such  medical 
care  and  treatment  may  be  provided  under 
this  subsection  only  where  the  Secretary 
and  the  affected  tril)e  or  tribes  have  jointly 
determined  that— 

"(i)  the  provision  of  such  service  will  not 
result  in  a  denial  or  diminution  of  services 
to  eligible  Indian  persons:  and 

"(ii)  there  is  no  reasonable  alternative 
health  facility  or  ser%'ice,  within  or  without 
the  service  unit  area,  available  to  meet  the 
medical  needs  of  such  person. 

"(B)  In  the  case  of  health  facilities  operat- 
ed under  contract  under  the  Indian  Self-De- 
termination  Act,  the  governing  body  of  the 
Indian  tribe  or  tribal  organization  providing 
health  services  under  a  contract  with  the 
Service  under  the  Indian  Self-Determina- 
tion  Act  is  authorized  to  determine  the  eligi- 
bility for  such  services  of  persons  who  are 
not  otherwise  eligible  for  such  services. 
Such  determination  shall  be  in  accordance 
with  the  requirements  of  this  section. 

"(4)  The  Service  may  continue  to  provide 
medical  care,  treatment,  and  benefits  to  per- 
sons not  provided  service  under  subsection 
<a)  or  (b)  to  achieve  stability  in  a  medical 
emergency,  to  prevent  the  spread  of  a  com- 
municable disease  or  otherwise  deal  with  a 
public  health  hazard:  to  provide  care  to  non- 
Indian  women  pregnant  with  an  eligible  In- 
dian's child  for  the  duration  of  the  pregnan- 
cy through  post  partum,  or  to  immediate 
family  members  of  an  eligible  person  where 
such  care  is  directly  related  to  the  treat- 
ment of  the  eligible  person. 

"(5)  Hospital  privileges  in  health  facilities 
operated  and  maintained  by  the  Service  or 


operated  under  contract  under  the  Indian 
Self-Determination  Act  may  be  extended  to 
non-Service  health  care  practitioners.  Such 
non-Service  health  care  practitioners  shall 
not  be  regarded  as  employees  of  the  Federal 
Government  for  purposes  of  the  provisions 
of  title  28  of  the  United  States  Code  relat- 
ing to  Federal  tort  claims  except  in  the 
course  of  providing  services  to  eligible  per- 
sons as  a  part  of  the  conditions  under  which 
privileges  are  extended  under  this  subsec- 
tion. 

"RESTRICTIONS  ON  THE  USE  OF  INDIAN  HEALTH 
SERVICE  APPROPRIATIONS 

"Sec  714.  (a)  Unless  otherwise  specifically 
provided,  any  restriction  placed  on  the  use 
of  appropriations  for  Indian  health  services 
shall  not  be  interpreted— 

"(1)  to  apply  to  the  use  of  funds  other 
than  such  appropriated  funds  by  an  entity 
with  a  contract  with  the  Indian  Health 
Service: 

"(2)  to  prohibit  the  support  of  litigation 
with  such  other  funds:  or 

"(3)  to  prohibit  the  promotion  of  public 
support  for  or  opposition  to  any  legislative 
proposal  with  such  other  funds. 

"(b)  The  Service  may  not  offset  or  limit 
the  amount  of  funds  obligated  to  any  entity 
under  contract  with  the  Service  because  of 
the  use  of  funds,  other  than  funds  appropri- 
ated to  the  Indian  Health  Service,  by  such 
entity  for  the  purposes  described  in  para- 
graphs (1)  through  (3)  of  subsection  (a). 

"INFANT  AND  MATERNAL  MORTALITY 

"Sec.  715.  (a)  Not  later  than  January  1. 
1987.  the  Secretary  shall  develop  and  begin 
implementation  of  a  plan  to  achieve  the  fol- 
lowing objectives  by  January  1,  1991; 

"(1)  Reduction  of  the  rate  of  Indian 
infant  mortality  in  each  Area  Office  of  the 
Service  to  twelve  deaths  per  one  thousand 
live  births  or  to  that  of  the  United  States 
population,  whichever  is  lower. 

"(2)  Reduction  of  the  rate  of  maternal 
mortality  in  each  Area  Office  of  the  Service 
to  five  deaths  per  one  hundred  thousand 
live  births  or  to  that  of  the  United  States 
population,  whichever  is  lower. 

"(b)  The  Secretary  shall  report  to  Con- 
gress on  January  1  of  each  year  beginning 
after  fiscal  year  1987  on  the  progress  that 
has  been  made  toward  achieving  the  objec- 
tives described  in  subsection  (a). 

"CONTRACT  HEALTH  SERVICES  FOR  THE  TRENTON 
SERVICE  AREA 

"Sec.  716.  The  Secretary,  acting  through 
the  Service,  is  directed  to  provide  contract 
health  services  to  members  of  the  Turtle 
Mountain  Band  of  Chippewa  Indians  that 
reside  in  the  Trenton  Service  Area  of 
Divide.  McKenzie.  and  Williams  counties  of 
North  Dakota  and  the  adjoining  counties  of 
Richland,  Roosevelt,  and  Sheridan  in  the 
State  of  Montana.". 

SEC.  710.  INDIAN  HEALTH  SERVICE  AND  VETERANS' 
ADMINISTRATION  HEALTH  FACILI- 
TIES AND  SERVK  ES  SHARIN(i. 

Title  VII.  as  amended  by  sections  707,  708. 
and  709  of  this  Act.  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
sections; 

"INDIAN  HEALTH  SERVICE  AND  VETERANS'  AD- 
MINISTRATION HEALTH  FACILITIES  AND  SERV- 
ICES SHARING 

"Sec.  717.  (a)  The  Secretary  shall  examine 
the  feasibility  of  entering  into  an  arrange- 
ment for  the  sharing  of  medical  facilities 
and  services  between  the  Indian  Health 
Service  and  the  Veterans'  Administration 
and  shall,  in  accordance  with  subsection  (b), 
prepare  a  report  on  the  feasibility  of  such 


an  arrangement  and  submit  such  report  to 
the  Congress  not  later  than  September  30, 
1988. 

"(b)  The  Secretary  may  not  make  any  rec- 
ommendation under  subsection  (a)  nor  take 
any  action  under  subchapter  IV  of  part  VI 
of  title  38.  United  States  Code  which  would 
impair- 
ed) the  priority  access  of  any  Indian  to 
health  care  services  provided  through  the 
Indian  Health  Service: 

"(2)  the  quality  of  health  care  services 
provided  to  any  Indian  through  the  Indian 
Health  Service: 

"(3)  the  priority  access  of  any  veteran  to 
health  care  services  provided  by  the  Veter- 
ans' Administration: 

"(4)  the  quality  of  health  care  services 
provided  to  any  veteran  by  the  Veterans' 
Administration: 

"(5)  the  eligibility  of  any  Indian  person  to 
receive  health  services  through  the  Indian 
Health  Service:  or 

"(6)  the  eligibility  of  any  Indian  person 
who  is  a  Veteran,  to  receive  health  services 
through  the  Veterans'  Administration. 

"NAVAJO  ALCOHOL  REHABILITATION 
DEMONSTRATION  PROGRAM 

•Sec  718.  (a)  The  Secretary  shall  make 
grants  to  the  Navajo  tribe  to  establish  a 
demonstration  program  in  the  city  of 
Gallup,  New  Mexico,  to  rehabilitate  adult 
Navajo  Indians  suffering  from  alcoholism  or 
alcohol  abuse. 

"(b)  The  Secretary,  acting  through  the 
National  Institute  on  Alcohol  Abuse  and  Al- 
coholism, shall  evaluate  the  program  estab- 
lished under  subsection  (a)  and  submit  a 
report  on  such  evaluation  to  the  appropri- 
ate Committees  of  Congress  by  January  1, 
1990. 

■"(c)(1)  There  is  authorized  to  be  appropri- 
ated for  the  purposes  of  this  section 
$400,000  for  each  of  the  fiscal  years  1988, 
1989,  and  1990. 

""(2)  Not  more  than  10  percent  of  the 
funds  appropriated  under  paragraph  (1)  for 
any  fiscal  year  may  be  used  for  administra- 
tive purposes. 

•"STUDY  OF  HEALTH  CARE  NEEDS  OF  NATIVE  HA- 
WAII ANS  AND  OTHER  NATIVE  PACIFIC  ISLAND- 
ERS 

"Sec  719.  (aKl)  The  Secretary  shall  con- 
duct a  study  of  the  physical  and  mental 
health  care  needs  of  Native  Hawaiians  and 
other  Native  American  Pacific  Islanders. 

"(2)  In  conducting  the  study  required 
under  paragraph  (1),  the  Secretary  shall 
consult  with  the  Commissioner  of  the  Ad- 
ministration for  Native  Americans,  the  Ad- 
ministrator of  the  Alcohol,  Drug  Abuse,  and 
Mental  Health  Administration,  the  Director 
of  the  Indian  Health  Service,  leaders  in  the 
field  of  health  care,  and  representatives  of 
Native  Hawaiians  and  other  Native  Ameri- 
can Pacific  Islanders. 

"(b)  By  no  later  than  the  date  that  is  1 
year  after  the  date  of  enactment  of  the 
Indian  Health  Care  Amendments  of  1986, 
the  Secretary  shall  submit  to  the  Congress  a 
report  on  the  study  conducted  under  subsec- 
tion (a).  Such  report  shall  include— 

""(1)  an  assessment  of  the  access  of,  and 
barriers  to.  Native  Hawaiians  and  other 
Native  American  Pacific  Islanders  in  receiv- 
ing physical  and  mental  health  care  serv- 
ices, 

""(2)  an  assessment  of  the  physical  and 
mental  health  care  needs  of  Native  Hawai- 
ians and  other  Native  American  Pacific  Is- 
landers, and 
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"(3)  specific  recommendations  for  the  de- 
velopment of  a  national  strategy  to  address 
such  needs. ". 

SEC.  711.  DEFINITIONS. 

Section  4  (25  U.S.C.  1603)  is  amended  by 
striking  out  subsections  (i),  (j),  and  (k),  and 
by  inserting  in  lieu  thereof  the  following 
new  subsections: 

"(i)  'Area  Office'  means  an  administrative 
entity  including  a  program  office,  within 
the  Indian  Health  Service  through  which 
services  and  funds  are  provided  to  the  serv- 
ice units  within  a  defined  geographical  area. 

"(j)  'Service  Unit'  means  an  administrative 
entity  within  the  Indian  Health  Service  or  a 
tribe  or  tribal  organization  operating  health 
care  programs  or  facilities  with  funds  from 
the  Service  under  the  Indian  Self-Determi- 
nation  Act  through  which  services  are  pro- 
vided, directly  and  by  contract,  to  the  eligi- 
ble Indian  population  within  a  defined  geo- 
graphic area. 

"(k)  'Native  Hawaiian'  means  any  individ- 
ual who  has  any  ancestors  that  were  na- 
tives, prior  to  1778,  of  the  area  that  now 
comprises  the  State  of  Hawaii. 

"(1)  'Native  American  Pacific  Islander' 
means— 

"(1)  any  Native  Hawaiian, 

"(2)  any  of  the  indigenous  people  residing 
in  Guam,  American  Samoa,  the  Trust  Terri- 
tory of  the  Pacific  Islands,  or  the  Northern 
Mariana  Islands;  or 

"(3)  any  individual  whose  direct  ancestors 
are  from  Guam,  American  Samoa,  the  Trust 
Territory  of  the  Pacific  Islands,  or  the 
Northern  Mariana  Islands.". 

AMENDMENT  OFFERED  BY  MR.  MC  CAIN 

Mr.  McCAIN.  Mr.  Chairman.  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  McCain: 
Strike  section  705  and  insert  the  following: 

SEC.  705.  ELIGIBILITY  OF  CALIFORNIA  INDIANS. 

Section  709  (25  U.S.C.  1679)  is  amended  by 
placing  a  "period"  at  the  end  of  the  Septem- 
ber 30.  1982"  and  deleting",  and  ending  with 
the  fiscal  year  ending  September  30,  1984.", 

Strike  section  706  and  insert  in  lieu  there- 
of the  following: 

SEC.  706.  "CALIFORNIA   AS   A  CONTRACT  HEALTH 
SERVICE  DELIVERY  AREA ". 

"Sec.  710.  The  State  of  California,  exclud- 
ing the  counties  of  Alameda.  Contra  Costa, 
Los  Angeles,  Marin,  Orange,  Sacramento. 
San  Francisco,  San  Mateo,  Santa  Clara, 
Kern,  Merced,  Monterey.  Napa,  San  Benito, 
San  Joaquin,  San  Luis  Obispo,  Santa  Cruz, 
Solano,  Stanislaus,  and  Ventura  shall  be 
designated  as  a  contract  health  service  de- 
livery area  by  the  service  for  the  purpose  of 
providing  contract  health  services  to  Indi- 
ans in  such  State.". 

Mr.  McCAIN  (during  the  reading). 
Mr.  Chairman,  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Arizona? 

There  was  no  objection. 

Mr.  McCAIN.  Mr.  Chairman.  I 
regret  that  this  issue  has  come  up 
today  because  I  think  it  is  important 
that  we  get  this  bill  passed  and  re- 
solved. 

As  you  may  recall,  some  time  ago, 
this  bill,  the  Indian  health  care 
amendments,  was  brought  to  the  floor 


under  suspension  of  the  rules.  At  that 
time,  I  objected  to  the  passage  of  the 
bill  under  suspension  of  the  rules,  and 
the  bill  was  defeated. 

A  major  reason  why  I  objected  was 
simply  because  of  the  so-called  Cali- 
fornia or  Waxman  amendment  to  this 
piece  of  legislation. 

After  the  bill  was  defeated.  Mr. 
Chairman,  I  approached  the  gentle- 
man from  California  [Mr.  Waxman] 
and  told  him  that  I  was  more  than 
happy  to  try  to  compromise  and  work 
out  some  kind  of  an  accommodation 
on  this  issue.  He  nodded  in  the  affirm- 
ative, and  there  has  been  no  communi- 
cation between  him  or  his  staff  with 
me  or  my  staff  since  that  time.  I  had 
hoped  that  we  could  at  least  at  some 
time  work  out  some  kind  of  an  accom- 
modation to  satisfy  what  are  his  genu- 
ine concerns  about  California  Indians, 
and  mine  about  what  this  does  to  the 
scarce  dollars  that  are  available  for 
Indian  health  care. 

Unfortunately,  that  did  not  take 
place,  and  we  are  now  here  on  the 
floor  with  a  portion  of  the  bill  which 
the  administration  has  stated  categori- 
cally will  lead  to  a  presidential  veto  if 
we  pass  this  bill.  If  the  bill  is  vetoed,  I 
do  not  believe  there  is  anyone  who  be- 
lieves we  can  revisit  it  again  this  year, 
and  we  will  again  deprive  our  Native 
Americans  of  much  needed  health 
care  that  they  deserve. 

My  amendment  would  make  perma- 
nent the  existing  law  concerning  eligi- 
bility of  California  Indians  by  remov- 
ing the  sunset  provision.  This  means 
that  those  Indians  in  California  cur- 
rently served  by  the  Indian  Health 
Care  Service  will  remain  eligible  for 
services. 

There  would  be  no  way  of  expanding 
services  beyond  this  service  group, 
except  by  tribes,  and  tribes  tradition- 
ally can  determine  their  own  member- 
ship. 

This  amendment  would  address  the 
problems  described  by  the  administra- 
tion in  its  position  and  in  the  Presi- 
dent's veto  statement  of  similar  legis- 
lation last  Congress.  The  definition  of 
California  contract  care  delivery  areas 
is  strongly  opposed  by  the  administra- 
tion and  by  this  Member.  It  is  this  lan- 
guage that  would  increase  eligibility 
for  Federal  health  care  by  an  estimat- 
ed 30,000  persons.  There  has  been  no 
evidence  presented  on  why  these  non- 
tribal  persons  should  receive  Federal 
health  care. 

This  amendment  would  reduce  the 
areas  which  would  be  contract  health 
care  delivery  areas  and  reflect  the  cur- 
rent law.  Again,  there  would  be  no  re- 
duction in  existing  service. 

D  1625 

Together,  this  two-part  amendment 
would  address  the  concerns  of  the  ad- 
ministration about  California  eligibil- 
ity be  consistent  with  our  Federal 
Govemment-to-Govemment  policy  of 


dealing  with  Indian  tribes,  and  assure 
currently  eligible  California  Indians 
that  they  will  continue  to  receive  serv- 
ices. 

Mr.  Chairman,  the  National  Tribal 
Chairman's  Association,  the  elected 
leaders  of  Indian  country,  support  this 
amendment;  and  later  on  if  I  have 
time,  I  will  quote  from  some  of  the  let- 
ters I  have  received  from  Indian  tribes 
throughout  this  Nation. 

I  want  to  point  out,  Mr.  Chairman,  it 
is  not  the  business  of  this  body  tradi- 
tionally to  pass  legislation  for  which 
the  vast  majority  of  Indians  are  op- 
posed, and  this  piece  of  legislation  is 
opposed  by  the  National  Tribal  Coun- 
cil Association,  and  others. 

The  Santa  Rosa  Rancheria  Califor- 
nia Tribe  wrote: 

We  object  to  section  709  because  the 
policy  of  federal  recognition  would  ultimate- 
ly be  undermined,  since  the  benefits  that 
accrue  to  native  people  would  be  diluted  be- 
cause of  increased  services  demanded  by 
"self-identified"  Indians  In  the  area  of  their 
residence. 

The  Apache  Tribe  of  Oklahoma,  Mr. 
Chairman,  says: 

It  is  feared  that  the  result  will  be  to  open 
the  door  to  thousands  of  persons  for  IHS 
services  who  are  truly  not  Indian.  A  prece- 
dent might  be  set  for  other  States  to  rely 
upon  Federal  IHS  programs  to  serve  all  self- 
identified  Indians  in  their  State:  thereby  re- 
ducing its  responsibility  to  all  of  its  citizens. 

The  pueblo  of  Acoma,  NM: 

The  basic  Federal  Indian  Health  Services 
should  be  limited  to  members  of  the  federal- 
ly-recognized Indian  tribes  wherever  they 
may  live. 

Mr.  Chairman,  I  believe  that  this 
amendment  recognizes  the  unique 
nature  of  California  Indians.  Their 
history  is  a  sad  chapter  in  U.S.-tribal 
relations,  but  Congress  addressed  this 
issue  in  1980.  and  the  McCain  amend- 
ment preserves  this  decision. 

I  strongly  urge,  for  the  sake  of  the 
California  Indians,  for  the  sake  of  get- 
ting this  legislation  signed  into  law  by 
the  President,  and  for  the  sake  of  jus- 
tice, that  we  approve  this  amendment 
overwhelmingly. 

(On  request  of  Mr.  Lagomarsino  and 
by  unanimous  consent,  Mr.  McCain 
was  allowed  to  proceed  for  1  additional 
minute.) 

Mr.  LAGOMARSINO.  Mr.  Chair- 
man, will  the  gentleman  yield? 

Mr.  McCAIN.  I  am  glad  to  yield  to 
the  gentleman  from  California  [Mr. 
Lagomarsino],  a  distinguished 
member  of  the  committee,  who  has 
taken  an  abiding  and  long-standing  in- 
terest, and  has  deep  knowledge  on 
Indian  issues. 

Mr.  LAGOMARSINO.  Mr.  Chair- 
man, I  want  to  rise  in  support  of  the 
McCain  amendment.  The  Indian 
Health  Service  serves  both  the  Santa 
Ynez  Indian  Tribe  in  my  district,  and 
the  Urban  Health  Care  Clinic,  which 
is  also  in  my  district. 


24130 


CONGRESSIONAL  RECORD— HOUSE 


September  18,  1986 


The  McCain  amendment  would  not 
affect  either  of  those  entities;  either 
of  those  services,  and  the  Santa  Ynez 
Tribe  supports  the  McCain  amend- 
ment. 

The  history  of  California  Indians  is 
a  sad  one,  especially  with  regard  to 
health  care,  but  I  believe  the  McCain 
amendment  adequately  addresses  the 
unique  nature  of  California  without 
providing  an  opportuntiy  to  expand 
eligibility  and.  as  the  gentleman  from 
Arizona  [Mr.  McCain]  points  out, 
adoption  of  his  amendment  will  prob- 
ably assure  signature  of  this  bill;  and 
that  is  what  we  should  be  about, 
trying  to  get  legislation  enacted,  not 
just  legislation  to  the  President's  desk. 

Mr.  WAXMAN.  Mr.  Chairman,  I  rise 
in  opposition  to  the  McCain  amend- 
ment. 

Mr.  Chairman,  I  rise  in  opposition  to 
the  amendment.  I  wished  I  had  an  op- 
portunity to  negotiate  any  kind  of  po- 
tential compromise  with  Mr.  McCain, 
but  I  did  not  hear  from  him,  and  I 
would  have  looked  forward  to  talking 
to  him  about  this  matter. 

What  his  amendment  does  and  what 
he  seems  to  be  set  on  doing  is  to  termi- 
nate the  health  care  to  roughly  53,000 
California  Indians  and  their  families 
who  are  now  eligible  for  and  receiving 
Indian  Health  Service  health  services. 

It  appears  what  we  have  is  a  scram- 
ble for  a  limited  pie  in  terms  of  the  al- 
location of  the  funds.  We  are  not 
going  to  save  money  if  the  McCain 
amendment  is  adopted;  what  it  would 
do  is  lead  to  the  reallocation  of  money, 
of  much  of  the  funding  that  now  goes 
to  California  Indians  and  it  would  go 
to  Indians  in  other  States;  not  surpris- 
ingly, to  the  Indians  in  Arizona. 

The  McCain  amendment  makes  ab- 
solutely no  provision  for  these  Califor- 
nia Indians  who  would  be  terminated 
from  any  health  care  coverage.  The 
McCain  amendment  would  wreck  the 
network  of  27  rural  Indian  health  clin- 
ics that  has  been  built  up  throughout 
the  State  of  California,  evidently  not 
in  Mr.  Lagomarsino's  district,  but 
throughout  the  rest  of  the  State,  and 
most  of  these  clinics  would  be  forced 
to  close,  forcing  their  patients  to  seek 
care  elsewhere. 

By  limiting  eligibility  in  California 
to  members  of  federally  recognized 
California  tribes,  the  McCain  amend- 
ment ignores  a  long  history  of  Federal 
termination  of  California  tribes  and 
refusal  by  the  Federal  Government  to 
ratify  treaties  negotiated  with  Califor- 
nia tribes. 

Ralph  Porquera.  a  professor  of 
American  Indian  studies  at  San  Diego 
State  University  and  a  registered  Cali- 
fornia Mission  Indian,  put  it  this  way 
in  a  recent  letter: 

The  McCain  amendment  indicates  a  lack 
of  knowledge  with  regard  to  the  history  of 
oppression  and  severe  racial  discrimination 
I>erpetuated  against  California  Indians.  Un- 
fortunately,  this   oppression   continues   to 


this  day  in  the  form  of  bureaucratic  restric- 
tions through  eligibility  requirements  which 
fail  to  recognize  the  unique  conditions  in 
California,  through  continued  racial  preju- 
dice within  the  community,  and  through 
other  forms  of  disenfranchisement. 

Mr.  McCain  argues  that  the  Califor- 
nia provision  would  allow  Federal 
health  benefits  to  those  who  are  not 
now  truly  needy  Indians,  or  covered. 
The  truth  of  the  matter  is  the  Federal 
Government  right  now  considers  the 
California  Indians,  defined  by  the  pro- 
visions in  the  bill,  to  be  eligible  for 
IHS  services  and  pays  for  their  care. 

These  California  Indians  certainly 
view  themselves  and  are  viewed  by 
others  as  truly  Indians,  even  though 
the  Federal  Government,  for  histori- 
cal reasons,  does  not  recognize  their 
tribes. 

So  I  would  urge  we  oppose  the 
McCain  amendment.  It  would  change 
the  basis  for  the  allocation  to  the  vari- 
ous Indian  health  programs;  it  would 
do  disastrous  disservice  to  the  Indians 
in  California  with  no  jurisdiction  that 
I  can  see  in  my  mind  for  doing  so. 

We  are  only  going  to  take  away  from 
those  who  are  now  getting  services, 
where  there  is  such  a  great  need  for 
expansion,  and  take  away  those  funds 
to  give  to  other  States,  to  other  Indi- 
ans based  on  some  kind  of  notion  of 
Federal  recognition  of  the  tribes. 

This  was  the  provision  in  the  bill 
which  would  be  struck  by  the  McCain 
amendment.  Part  of  the  bill  that 
passed  this  House  in  the  last  Congress; 
we  ought  to  stay  with  it.  I  cannot  be- 
lieve that  we  cannot  work  out  a  bill 
that  the  President  will  sign.  In  fact.  I 
have  every  confidence  that  we  will, 
and  I  would  urge  the  defeat  of  the 
McCain  amendment. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  rise  in  opposition  to  the  amend- 
ment. 

The  gentleman  from  Arizona  [Mr. 
McCain]  has,  by  his  amendment  to 
title  II.  provided  some  $20  million  each 
year  for  services.  He  has  opposed  the 
motion  to  strike  the  facilities,  and  has 
given  a  modest  increase  to  the  urban 
program. 

It  seems  to  me  that  this  is  a  very 
good  program.  We  worked  over  it  very 
carefully  in  the  Committee  on  Energy 
and  Commerce  where  it  had  careful 
review.  We  had  a  look  at  the  amount 
of  money  going  to  the  Indian  health 
care  throughout  the  country. 

Arizona  leads  the  list.  Arizona,  per 
capita,  is  the  highest  in  the  country. 
No  wonder  the  people  in  Arizona  do 
not  wish  to  share  their  wealth.  They 
do  not  even  share  it  well  within  the 
Navajo  members  outside  Arizona: 
Utah,  New  Mexico,  and  Colorado  do 
not  get  their  fair  share  of  the  Navajo 
funds  in  that  area. 

California  Indians  receive  almost  the 
bottom  amount  per  State,  along  with 
Utah  Indians,  among  the  lowest  in  the 
country. 


I  support  the  gentleman  from  Cali- 
fornia, who  has  worked  diligently  on 
this.  I  think  he  has  good  arguments  on 
his  side.  This  bill  has  passed  twice  in 
this  Congress  and  several  times  in  the 
House  in  committees.  I  think  we 
should  stick  with  it.  The  amount  of 
money  we  are  talking  about  is  some- 
thing like  $2,650,000  next  year.  We  did 
not  want  to  cut  $12  million  earlier;  we 
did  not  want  to  cut  $4  million  or  $3 
million,  so  we  are  worrying  about  $2 
million,  which  is  far  more  justifiable 
than  the  ones  I  tried  to  strike. 

So  I  do  oppose  the  amendment,  and 
support  the  gentleman  from  Califor- 
nia for  what  I  think  is  a  good  program. 
If  you  are  talking  about  fairness  and 
equity,  and  giving  true  Indian  health 
care  to  those  who  need  it,  I  think  we 
should  defeat  the  McCain  amendment. 

Mr.  STRANG.  Mr.  Chairman,  I  rise 
in  support  of  the  McCain  amendment 
and  in  support  of  the  comments  of- 
fered in  its  favor  by  Mr.  McCain  and 
my  colleague,  Mr.  Lagomarsino;  and  I 
would  yield  to  the  gentleman  from  Ar- 
izona [Mr.  McCain]. 

Mr.  McCain.  Mr.  Chairman,  I  think 
that  it  is  very  foolish  for  the  gentle- 
man from  California  [Mr.  Waxman]  to 
think  that  this  bill  is  going  to  be 
signed  by  the  President  with  this  pro- 
vision included. 

I  also  reject  his  statements  concern- 
ing the  draconian  effects  that  it  would 
have  on  California  Indians.  It  does 
not— I  repeat— does  not  require  a  re- 
duction of  service,  nor  is  there  any 
intent  of  this  gentleman  or  the  legisla- 
tion to  have  that  happen. 

I  cannot  imagine  the  National  Tribal 
Council  Association,  the  leading  body 
of  native  Americans  in  this  country, 
supporting  the  McCain  amendment  if 
they  thought  it  was  going  to  deprive 
native  Americans  of  health  service.  It 
is  ludicrous  to  expect  that  they  would 
be  endorsing  the  McCain  amendment 
if  that  were  going  to  be  the  case;  and  I 
believe  the  gentleman  from  California 
knows  better. 

So  I  strongly  suggest  that  without 
the  support  of  the  Indian  community 
in  America,  that  the  Waxman  amend- 
ment, that  the  Waxman  part  of  this 
bill  should  be  removed  by  means  of 
the  McCain  amendment  and  I  strongly 
urge  my  colleagues  to  do  so. 

D  1635 

Mr.  STRANG.  Reclaiming  my  time. 
Mr.  Chairman,  I  would  point  out  that 
the  California  provisions  would  allow 
Federal  benefits  to  thousands  of  per- 
sons who  are  not  truly  Indians  and 
would  make  it  difficult  for  real  tribes 
to  achieve  the  stated  goal  of  health 
equity.  The  California  provisions 
would  provide  a  precedent  for  many 
groups  nationally  to  receive  Federal 
funding  without  a  historical  or  legal 
claim  to  those  services  such  as  State- 
recognized  tribes.  Finally,  the  Califor- 


nia provision 

Federal  triba 

cal  governmei 

one  based  on 

ject  to  a  co: 

urge    the    si 

amendment  i 

ance  of  my  tii 

Mr.    WAXI 

move  to  strik( 

The    CHAI 

tion.  the  gem 

for  5  minutes 

There  was  i 

Mr.  WAXN 

tion  705  of  t 

following  Cal 

gible  for  cai 

members     o: 

tribes;  seconc 

who   lived   ir 

1852.  who  ar 

community  i 

third,  Indiani 

terests;  and 

certain  plans 

fornia  ranch« 

their  depend( 

The  McCai 

only  those  v 

federally  rec( 

igible  to  be 

health  progri 

let  me  just 

tribal  estimai 

of  Technolog 

22,000.  thus  : 

would  termii 

age  roughly 

who  are  cun 

ceiving  IHS 

Waxman    ai 

amendment 

Energy  and 

partisan  sup 

bill  before  i 

stick   with   1 

McCain  ame 

trary  to  the ; 

nia  Indians. 

The  CHAI 
gentleman  I 
pired.  Do  otl 
tion? 

If  not.  the 
ment  offeree 
Arizona  [Mr. 
The  quest 
Chairman  a 
appeared  to 
Mr.  McC. 
demand  a  r( 
that.  I  make 
quorum  is  nc 
The  Ca 
quorum  is  ] 
the  provisic 
XXIII,  the 
will  reduce  t 
the  period  o 
by  electroni< 
taken  on  thi 
ing  the  qui 
record  theii 
device. 


UMI 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24131 


I  from  Cali- 
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lat  without 
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ig  my  time, 
nt  out  that 
^ould  allow 
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real  tribes 
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;  for  many 
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:al  or  legal 
h  as  State- 
he  Califor- 


nia provisions  change  the  basis  for 
Federal  tribal  relations  from  a  politi- 
cal government-to-goverrmient  basis  to 
one  based  on  race,  which  may  be  sub- 
ject to  a  constitutional  challenge.  I 
urge  the  support  of  the  McCain 
amendment  and  yield  back  the  bal- 
ance of  my  time. 

Mr.    WAXMAN.    Mr.    Chairman,    I 
move  to  strike  the  last  word. 

The  CHAIRMAN.  Without  objec- 
tion, the  gentleman  will  be  recognized 
for  5  minutes. 
There  was  no  objection. 
Mr.  WAXMAN.  Mr.  Chairman,  sec- 
tion 705  of  the  bill  provides  that  the 
following  California  Indians  will  be  eli- 
gible for  care  from  the  IHS:  First, 
members  of  federally  recognized 
tribes;  second,  descendants  of  Indians 
who  lived  in  California  on  June  1, 
1852,  who  are  members  of  the  Indian 
community  now  served  by  the  IHS; 
third,  Indians  holding  certain  trust  in- 
terests; and  fourth,  Indians  listed  on 
certain  plans  for  distribution  of  Cali- 
fornia rancherias  and  reservations  and 
their  dependents. 

The  McCain  amendment  would  say 
only  those  who  are  members  of  the 
federally  recognized  tribes  would  be  el- 
igible to  be  served  under  the  Indian 
health  program.  This  amendment,  and 
let  me  just  reiterate  it:  according  to 
tribal  estimates  compiled  by  the  Office 
of  Technology  Assessment  would  cover 
22,000.  thus  Mr.  McCain's  amendment 
would  terminate  from  the  IHS  cover- 
age roughly  53,000  California  Indians 
who  are  currently  eligible  for  and  re- 
ceiving IHS  services.  This  is  not  the 
Waxman  amendment;  this  is  the 
amendment  out  of  the  Committee  on 
Energy  and  Commerce  which  had  bi- 
partisan support  and  it  is  part  of  the 
bill  before  us,  and  I  would  urge  we 
stick  with  the  bill  and  defeat  the 
McCain  amendment  which  is  so  con- 
trary to  the  interests  of  53,000  Califor- 
nia Indians. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  California  has  ex- 
pired. Do  other  Members  seek  recogni- 
tion? 

If  not,  the  question  is  on  the  amend- 
ment offered  by  the  gentleman  from 
Arizona  [Mr.  McCain]. 

The  question  weis  taken;  and  the 
Chairman  announced  that  the  noes 
appeared  to  have  it. 

Mr.  McCAIN.  Mr.  Chairman,  I 
demand  a  recorded  vote,  and  pending 
that,  I  make  the  point  of  order  that  a 
quorum  is  not  present. 

The  CHAIRMAN.  Evidently  a 
quorum  is  not  present.  Pursuant  to 
the  provisions  of  clause  2  of  rule 
XXIII,  the  Chair  announces  that  he 
will  reduce  to  a  minimum  of  5  minutes 
the  period  of  time  within  which  a  vote 
by  electronic  device,  if  ordered,  will  be 
taken  on  the  pending  question  follow- 
ing the  quorum  call.  Members  will 
record  their  presence  by  electronic 
device. 


The   call 

was   taken 

by   electronic 

Perkins 

Sikorski 

Thomas  (CA) 

^4  ^w  f  1  ^\f\ 

Petri 

Siljander 

Thomas  (GA) 

aevice. 

Pickle 

Sisisky 

Torres 

The   following   Members  responded 

Porter 

Skeen 

Torricelli 

to  their  names: 

Price 

Skelton 

Towns 

[Roll  No.  393] 

Pursell 
Rahall 

Slattery 
Slaughter 

Traficant 
Traxler 

Ackerman 

Dreier 

Kolter 

Ray 

Smith  (FL) 

Udall 

Akaka 

Duncan 

Kostmayer 

Regula 

Smith  (lA; 

Valentine 

Alexander 

Durbin 

Kramer 

Reid 

Smith  (NE) 

Vander  Jagt 

Anderson 

Dwyer 

LaFalce 

Richardson 

Smith  (NJ) 

Venlo 

Andrews 

Dymally 

Lagomarsino 

Ridge 

Smith.  Denny 

Visclosky 

Annunzio 

Dyson 

Lantos 

-Rinaldo 

(OR) 

Volkmer 

Anthony 

Eckart  (OH) 

Latla 

Ritter 

Smith.  Robert 

Vucanovich 

Applegate 

Eckert  (NY) 

Leach  (lA) 

Roberts 

(NH) 

Walgren 

Armey 

Edgar 

lieath(TX) 

Robinson 

Smith.  Robert 

Walker 

Atkins 

Edwards  (CA) 

Lehman  (CA) 

Roe 

(OR) 

Watkins 

AuCoin 

Edwards  (OK) 

Lent 

Roemer 

Snowe 

Waxman 

Badham 

Emerson 

Levin  (MI) 

Rogers 

Snyder 

Weaver 

Barnes 

English 

Levine(CA) 

Rostenkowski 

Solarz 

Weber 

Bartlett 

Erdreich 

Lewis  (FL) 

Roth 

Solomon 

Weiss 

Barton 

Evans  (lA) 

Light  foot 

Roukema 

Spence 

Wheat 

Bateman 

Evans  (ID 

Lipinski 

Rowland  (CT) 

Spratl 

Whitley 

Bates 

FasccU 

Lloyd 

Rowland  (GA) 

St  Germain 

Whitlaker 

Bedell 

Fawell 

Loeffler 

Roybal 

Staggers 

Whitten 

Beilenson 

Fazio 

Long 

Sabo 

Stallings 

Wirth 

Bennett 

Feighan 

Lett 

Savage 

Stangeland 

Wise 

Bentley 

Fiedler 

Lowery(CA) 

Sax  ton 

Stark 

Wolf 

Bercuter 

Fields 

Lowry  (WA) 

Scheuer 

Stenholm 

Wolpe 

Berman 

Fish 

Lujan 

Schneider 

Strang 

Wortley 

Bevill 

Flippo 

Luken 

Schroeder 

Studds 

Wright 

Biaggi 

Florio 

Lungren 

Schulze 

Stump 

Wyden 

Bilirakis 

Foglietta 

Mack 

Schumer 

Sundquist 

Wylie 

Bliley 

Foley 

MacKay 

Seiberling 

Swift 

Yates 

Boehlert 

Ford  (MI) 

Madigan 

Sensenbrenner 

Swindall 

Young  (AK) 

Boggs 

Frank 

Markey 

Sharp 

Synar 

Young (FL) 

Boner  (TN) 

Franklin 

Marlenee 

Shaw 

Tallon 

Young  (MO) 

Bonior  (MI) 

Frenzel 

Martin  (ID 

Shelby 

Tauke 

Zschau 

Bonker 

Frost 

Martin  (NY) 

Shumway 

Tauzin 

Borski 

•   Fuqua 

Martinez 

Shuster 

Taylor 

Bosco 

Gallo 

Matsui 

Boucher 

Garcia 

Mavroules 

D  1700 

Boulter 
Boxer 

Gaydos 
Gejdenson 

Mazzoli 
McCain 

The    CHAIRMAN.    Three    hundred 

Brooks 

Gekas 

McCandless 

eighty-two  Members  hav 

e  answered  to 

Broomfield 

Gephardt 

McCloskey 

their  names 

;,  a  quorum  is  present,  and 

Brown  (CA) 
Brown  (CO) 

Gibbons 
Oilman 

McCollum 
McCurdy 

the  Committee  will  resume  its  busi- 

Bruce 

Gingrich 

McDade 

ne.ss. 

Bryant 

Glickman 

McEwen 

RECORDED  VOTE 

Burton  (IN) 
Bustamante 

Gonzalez 
Goodling 

McGrath 
McHugh 

The  CHAIRMAN.  The  pending  busi- 

Byron 

Gordon 

McKernan 

ness  is  the  demand  of  the  gentleman 

Carney 

Gradison 

McKinney 

from  Arizona  [Mr.  McCain]  for  a  re- 

Carper 
Carr 

Gray  (ID 
Gray  (PA) 

McMillan 
Meyers 

corded  vote, 

. 

Chandler 

Green 

Mica 

A  recorded  vote  was  ordered. 

Chapman 

Gregg 

Michel 

The   vote 

was   taken 

by  electronic 

Chappell 
Chappie 
Clay 

Guarini 
Gunderson 
Hall  (OH) 

Mikulski 
Miller  (CA) 
Miller  (OH) 

device,  and  there  were— ayes  206,  noes 
180,  not  voting  45.  as  follows: 

dinger 

Hall.  Ralph 

Miller  (WA) 

[Roll  No.  394] 

Coats 

Hamilton 

Mineta 

Cobey 

Hammerschmidt  Mitchell 

AYES— 206 

Coble 

Hansen 

Moakley 

Coelho 

Hatcher 

Molinari 

Archer 

Coughlin 

Callo 

Coleman  (MO) 

Hayes 

Mollohan 

Armey 

Courter 

Gekas 

Coleman  (TX) 

Hefner 

Monson 

Badham 

Craig 

Oilman 

Collins 

Hendon 

Montgomery 

Barnes 

Crane 

Gingrich 

Combest 

Henry 

Moody 

Bartlett 

Daniel 

Glickman 

Conte 

Hiler 

Moorhead 

Barton 

Dannemeyer 

Goodling 

Cooper 

Hillis 

Morrison  (CT) 

Bateman 

Daschle 

Gradison 

Coughlin 

Holt 

Morrison  (WA) 

Bentley 

Daub 

Gray  (PAi 

Courter 

Hopkins 

Mrazek 

Bereuler 

DeLay 

Green 

Coyne 

Horlon 

Murphy 

Bevill 

DeWine 

Gregg 

Craig 

Howard 

Murtha 

Bilirakis 

Dingell 

Gunderson 

Crane 

Hoyer 

Myers 

Bliley 

DioGuardi 

Hall.  Ralph 

Crockett 

Hubbard 

Natcher 

Boehlert 

Dorgan  (ND) 

Hamilton 

Daniel 

Huckaby 

Nelson 

Bonker 

Dornan  (CA) 

Hammerschmidt 

Dannemeyer 

Hughes 

Nichols 

Boulter 

Dreier 

Hendon 

Darden 

Hutto 

Nielson 

Brooks 

Duncan 

Henry 

Daschle 

Jacobs 

Nowak 

Brown  (CO) 

Dyson 

Hiler 

Daub 

Jeffords 

Oakar 

Burton  (IN) 

Eckert  (NY) 

Hillis 

Davis 

Jenkins 

Oberstar 

Byron 

Edwards  (OK) 

Holt 

de  la  Garza 

Johnson 

Obey 

Carney 

Emerson 

Hopkins 

DeLay 

Jones  (NO 

Olin 

Carper 

English 

Horton 

Derrick 

Jones  (OK) 

Ortiz 

Chandler 

Evans (lA) 

Hubbard 

DeWine 

Jones  (TN) 

Owens 

Chapman 

Fawell 

Huckaby 

Dicks 

Kanjorski 

Oxley 

Chappell 

Fiedler 

Hunter 

Dingell 

Kaptur 

Packard 

Chappie 

Fields 

Hutto 

DioGuardi 

Kasich 

Panetla 

dinger 

FUh 

Jeffords 

Donnelly 

Kastenmeier 

Parris 

Coats 

Flippo 

Jenkins 

Dorgan  (ND) 

Kennelly 

Pashayan 

Cobey 

Franklin 

Jones  (NO 

Doman  (CA) 

Kildee 

Pease 

Coble 

Frenzel 

Jones  (OK) 

Dowdy 

Kleczka 

Penny 

Coleman  (MO) 

Frost 

Jones  (TN) 

Downey 

Kolbe 

Pepper 

Combest 

Fuqua 

Kasich 
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Kolbe 

Murphy 

Smith.  Denny 

Kramer 

Myers 

(OR) 

Lagonutrsino 

Neal 

Smith.  Robert 

LatU 

Nichols 

(NH) 

Leach  (lA) 

Obey 

Smith.  Robert 

Lent 

Ox  ley 

(OR) 

Lewis  (PL) 

Packard 

Snowe 

Lightfoot 

Parris 

Snyder 

Uoyd 

Penny 

Solomon 

Loefner 

Petri 

Spence 

Lott 

Pickle 

Stallings 

Lowery  (CA) 

Porter 

Stangeland 

Lujan 

Pursell 

Stenholm 

Lundine 

Ray 

Strang 

Lungren 

Regula 

Stump 

Mack 

Ridge 

Sundquist 

Madigan 

Rinaldo 

Swindall 

Marlenee 

Roberts 

Synar 

Martin  (ID 

Robinson 

Tallon 

Martin  (NY) 

Roemer 

Tauke 

McCain 

Rogers 

Tauzin 

McCandless 

Rose 

Taylor 

McCloskey 

Roth 

Thomas  (CA) 

McCollum 

Roukema 

Valentine 

McCurdy 

Rowland  (CT) 

Vander  Jagt 

McDade 

Saxton 

Vucanovich 

McEwen 

Schneider 

Walker 

McGrath 

Schulze 

Watklns 

McKeman 

Sensenbrenner 

Weber 

McMillan 

Sharp 

Whitley 

Meyers 

Shaw 

Whittaker 

Mica 

Shusler 

Williams 

Michel 

Siljander 

Wolf 

Miller  (OH) 

Skeen 

Wort  ley 

Miller  (WA) 

Skelton 

Wylie 

Molinari 

Slattery 

Young  (AK) 

Montgomery 

Slaughter 

Young (FL) 

Moorhead 

Smith  (NE) 

Zschau 

Morrison  (WA) 

Smith  (NJ) 

NOES— 18C 

1 

Ackerman 

Fascell 

Mitchell 

Akaka 

Fazio 

Moakley 

Alexander 

Feighan 

Mollohan 

Anderson 

Florio 

Monson 

Andrews 

Foglietta 

Moody 

Annunzio 

Foley 

Morrison  (CT) 

Anthony 

Ford  (MI) 

Mrazek 

Applegate 

Frank 

Murtha 

Aspin 

Garcia 

Natcher 

Atkins 

Gaydos 

Nelson 

AuCoin 

Gejdenson 

Nielson 

Bates 

Gephardt 

Nowak 

Bedell 

Gibbons 

Oakar 

Beilenson 

Gonzalez 

Oberstar 

Bennett 

Gordon 

Olin 

Berman 

Gray  (ID 

Ortiz 

Biaggi 

Guarini 

Owens 

Boggs 

Hall  ( OH  > 

Panetta 

Boner  (TN) 

Hansen 

Pashayan 

Bonior  (MI) 

Hatcher 

Pease 

Borski 

Hayes 

Pepper 

Bosco 

Hefner 

Perkins 

Boucher 

Howard 

Price 

Boxer 

Hoyer 

Rahall 

Br(X)mfield 

Hughes 

Reid 

Brown  (CA) 

Kanjorski 

Richardson 

Bruce 

Kaptur 

Ritter 

Bryant 

Kastenmeier 

Roe 

Bustamante 

Kennelly 

Rostenkowski 

Can- 

Kildee 

Rowland  (GA) 

Clay 

Kleczka 

Roybal 

Coelho 

Kolter 

Sabo 

Coleman  (TX) 

Kostmayer 

Savage 

Collins 

LaPalce 

Scheuer 

Conte 

Lantos 

Schroeder 

Cooper 

Leath  (TX) 

Schumer 

Coyne 

Lehman  (CA) 

Seiberling 

Crockett 

Levin  (MI) 

Shelby 

Darden 

Levine  (CA) 

Shumway 

Davis 

Lipinski 

Sikorski 

de  la  Garza 

Long 

Sisisky 

Derrick 

Lowry  (WA) 

Smith  (PL) 

Dicks 

Luken 

Smith  (lA) 

Donnelly 

MacKay 

Solarz 

Dowdy 

Markey 

Spratt 

Downey 

Martinez 

St  Germain 

Durbln 

Matsui 

Staggers 

Dwyer 

Mavroules 

Stark 

Dymally 

Mazzoli 

Studds 

Eckart  (OH) 

McHugh 

Swift 

Edgar 

McKlnney 

Thomas  (GA) 

Edwards  (CA) 

Mikulski 

Torres 

Erdrcich 

MUler  (CA) 

Torricelli 

Evans (IL) 

Mineu 

Towns 

Traficant 

Wax  man 

Wise 

Udall 

Weaver 

Wolpe 

Vento 

Weiss 

Wright 

Visclosky 

Wheat 

Wyden 

Volkmer 

Whitten 

Yates 

Walgren 

Wirth 

Young  (MO) 

NOT  VOTING 

-45 

Barnard 

Hartnetl 

Quillen 

Boland 

Hawkins 

Rangel 

Breaux 

Hertel 

Rodino 

Burton  (CA) 

Hyde 

Rudd 

Callahan 

Ireland 

Russo 

Campbell 

Jacobs 

Schaefer 

Cheney 

Johnson 

Schuette 

Conyers 

Kemp 

Stokes 

Dellums 

Kindness 

Stratton 

Dickinson 

Lehman  (FL) 

Sweeney 

Dixon 

Leland 

Traxler 

Early 

Lewis  (CA) 

Waldon 

Ford  (TN) 

Livingston 

Whitehurst 

Fowler 

Man  ton 

Wilson 

Grotberg 

Moore 

Yatron 

The  Clerk  announced  the  following 
pairs: 

On  this  vote: 

Mr  Barnard  for,  with  Mr.  Dellums  against. 

Mr.  Campbell  for,  with  Mr.  Hawkins 
against. 

Mr.  WYDEN  and  Mr,  WHITLEY 
changed  their  votes  from  "aye"  to 
"no." 

Messrs.  RINALDO,  ROSE,  VALEN- 
TINE, WHITLEY,  CHAPPIE, 
McCANDLESS.  BONKER,  FLIPPO 
ZSCHAU.  DANNEMEYER,  BEVILL. 
and  JENKINS  changed  their  votes 
from  "no"  to  "aye." 

Mr.  DREIER  of  California  changed 
his  vote  from  "present"  to  "aye." 

So  the  amendment  was  agreed  to. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

D  1710 

AMENDMENT  OFFERED  BY  MR.  SYNAR 

Mr.  SYNAR.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr,  Synar:  Page 
65,  after  line  11,  insert  the  following: 

"ELIGIBILITY  POLICY 

"Sec.  720.  In  fiscal  years  1987  and  1988, 
the  Indian  Health  Service  shall  apply  such 
regulations,  policies,  and  procedures  govern- 
ing eligibility  for  health  services  from  the 
Indian  Health  Service  as  were  in  effect  on 
January  1,  1986. '. 

Page  65.  line  11.  strike  the  quotation 
marks  and  the  final  period. 

Mr.  SYNAR  (during  the  reading). 
Mr,  Chairman,  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN,  Is  there  objection 
to  the  request  of  the  gentleman  from 
Oklahoma? 

There  was  no  objection. 

Mr.  SYNAR.  Mr.  Chairman,  the 
amendment  that  I  offer,  I  offer  on 
behalf  of  the  gentleman  from  Oklaho- 
ma: Messrs.  Jones,  Watkins,  McCur- 
dy, English,  and  Edwards. 

Mr.  Chairman,  this  amendment  pro- 
hibits the  Indian  Health  Service  from 
implementing  new  regulations  to 
govern  eligibility  for  health  services 
under  this  act. 


IHS  proposed  on  June  10  of  this 
year  a  new  rule  that  would  restrict 
access  to  health  care  for  native  Ameri- 
cans of  more  than  one-quarter  blood 
quantum.  While  I  have  been  told  that 
IHS  has  withdrawn  this  rule.  I  think  it 
is  important  for  Congress  to  prohibit 
such  action  outright. 

What  IHS  has  proposed  is  probably 
unconstitutional.  It  has  long  been  set- 
tled that  special  Indian  programs  are 
not  racial  in  nature  but  are  based  on 
the  unique  political  relationship  be- 
tween Indian  tribes  and  the  Federal 
Government,  The  imposition  of  uni- 
form blood  quantum  requirements 
would  shift  the  ground  of  the  relation- 
ship from  political  to  racial. 

It  is  inappropriate  for  IHS  to  make 
the  determination  of  who  is  eligible 
for  health  services.  This  is  exclusively 
a  responsibility  and  prerogative  of 
Congress. 

The  proposed  rule  would  have  a  dev- 
astating effect  on  native  American  In- 
dians. In  Oklahoma  alone,  we  estimate 
that  100,000  Indians  who  now  benefit 
from  these  services  would  become  in- 
eligible. This  is  a  class  of  Americans 
who  suffers  from  the  highest  rate  of  a 
number  of  preventable  illnesses.  They 
suffer  from  twice  the  rate  of  poverty 
as  the  general  population.  For  us  to 
drastically  reduce  their  access  to 
health  care  would  be  callous,  unneces- 
sary, and  unconstitutional. 

The  administration  has  argued  that 
the  change  is  necessary  to  allow  them 
to  better  meet  the  needs  of  Indians.  If 
this  is  true,  why  have  they  attempted 
to  reduce  funding  for  this  program 
year  after  year?  And  why  do  we  con- 
tinually face  the  threat  of  veto  of  this 
legislation? 

I  urge  my  colleagues  to  support  this 
amendment  and  ensure  that  native 
Americans  are  allowed  to  receive  the 
level  of  health  care  services  to  which 
they  are  now  entitled. 

Mr.  WAXMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  SYNAR.  I  yield  to  the  gentle- 
man from  California. 

Mr.  WAXMAN.  Mr.  Chairman.  I  rise 
in  strong  support  of  this  amendment. 
The  fundamental  issue  here  is  who  de- 
termines who  is  eligible  for  IHS  serv- 
ices? 

I  believe  this  is  the  prerogative  and 
responsibility  of  the  Congress.  The 
Synar  amendment  would  give  the  next 
Congress  the  opportunity  to  define  eli- 
gibility for  IHS  programs  by  blocking 
the  administration's  effort  to  go 
through  regulations. 

I  urge  my  colleagues  to  support  the 
amendment. 

Mr.  JONES  of  Oklahoma.  Mr.  Chair- 
man, will  the  gentleman  yield? 

Mr.  SYNAR.  I  yield  to  the  gentle- 
man from  Oklahoma. 

Mr.  JONES  of  Oklahoma.  Mr.  Chair- 
man. I  am  delighted  to  join  the  gentle- 
man from  Oklahoma  [Mr.  Synar]  and 
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the    delegation    from    Oklahoma    in 
sponsoring  this  amendment. 

This  proposed  regulation  would 
affect  about  40  percent  of  the  Indians 
in  Oklahoma  and  it  would  provide  no 
health  care  facilities  for  them.  The 
State  could  not  pick  up  the  slack  be- 
cause our  State  is  in  an  economic  de- 
pression, by  and  large. 

There  are  several  objections  to  the 
proposed  regulation.  Number  1  is  that 
this  flies  in  the  face  of  the  administra- 
tion's proposed  policy  of  tribal  self-de- 
termination. It  should  not  arbitrarily 
define  who  is  an  Indian.  That  is  for 
the  tribes  themselves  to  define. 

So  for  all  of  these  reasons,  I  think 
this  amendment  should  pass  and  this 
regulation  should  be  defeated. 

Mr.  WATKINS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  SYNAR.  I  yield  to  the  gentle- 
man from  Oklahoma. 

Mr.  WATKINS.  Mr.  Chairman.  I  am 
happy  to  join  my  colleague,  the  gen- 
tleman from  Muskogee,  OK  [Mr. 
Synar],  and  the  entire  united  Oklaho- 
ma delegation  in  support  of  this 
amendment  which  is  badly  needed  for 
the  health  care  of  Indians,  not  only  in 
Oklahoma,  but  throughout  this  great 
country  of  ours. 

Mr.  UDALL.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SYNAR.  I  yield  to  the  gentle- 
man from  Arizona. 

Mr.  UDALL.  Mr.  Chairman,  I  would 
reluctantly  accept  the  amendment  of 
the  gentleman.  While  I  support  the 
concept  of  his  amendment,  I  have 
some  difficulty  in  including  it  in  this 
legislation. 

First,  our  committee  has  been  infor- 
mally advised  that  the  administration 
is  no  longer  pushing  the  adoption  of 
the  blood  quantum  criteria. 

Second,  it  is  my  opinion  that  the  ad- 
ministrative adoption  of  such  a  crite- 
ria would  be  unconstitutional  in  the 
absence  of  an  act  of  Congress  author- 
izing them  to  do  so.  I  do  not  want  the 
adoption  of  this  amendment  to  imply 
that  the  Congress  agrees  with  their 
constitutional  rights  to  apply  such  a 
criteria. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Oklahoma  [Mr.  Synar]. 
The  amendment  was  agreed  to. 
Mr.  NIEI^ON  of  Utah.  Mr.  Chair- 
man, I  move  to  strike  the  last  word. 

I  would  like  to  engage  the  gentleman 
from  New  Mexico  [Mr.  Richardson]  in 
a  colloquy. 

There  are  two  programs  in  the  sec- 
tion 7  which  I  had  a  concern  about. 
One  had  to  do  with  juvenile  alcohol 
prevention  and  the  other  with  Navajo 
alcohol  pilot  projects. 

These  programs,  at  least  the  last  one 
and  possibly  the  first  one,  were  placed 
in  the  drug  bill  that  we  passed  last 
week,  and  my  question  to  the  gentle- 
man from  New  Mexico  is.  is  he  willing 
to  attach  language  in  the  report  to 


make  sure  that  these  are  not  funded 
twice? 

If  they  are  funded  in  the  drug  bill, 
then  they  would  not  be  funded.  Is  that 
the  gentleman's  understanding? 

Mr.  RICHARDSON.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  NIELSON  of  Utah.  I  yield  to  the 
gentleman  from  New  Mexico. 

Mr.  RICHARDSON.  Mr.  Chairman, 
I  would  accept  that  recommendation 
by  my  colleague,  the  gentleman  from 
Utah.  I  believe  that  it  is  critical  that 
this  project  be  funded.  As  the  gentle- 
man knows,  it  was  put  into  the  drug 
bill.  It  is  contained  in  this  bill,  but  as 
soon  as  one  passes,  or  one  is  approved, 
we  are  trying  to  guard  against  a  poten- 
tial veto,  one  of  them  would  be 
stripped. 

I  assure  my  colleague  that  that 
would  happen. 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, with  that  assurance,  I  will  not 
offer  the  amendments  I  had  planned 
to  offer  to  strike  those  two. 

I  thank  my  colleague. 

D  1720 

The  CHAIRMAN.  Are  there  any 
other  amendments  to  title  VII?  If  not. 
the  gentleman  from  Utah  [Mr.  Niel- 
son]  is  recognized. 

AMENDMENT  IN  THE  NATURE  OP  A  SUBSTITUTE 
OFFERED  BY  MR.  NIELSON  OF  UTAH 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  offer  an  amendment  in  the 
nature  of  a  substitute. 

The  Clerk  read  as  follows: 

Amendment  in  the  nature  of  a  substitute 
offered  by  Mr.  Nielson  of  Utah. 

Page  1.  line  3.  strike  all  after  the  enacting 
clause  and  insert  the  following: 

SECTION  1.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "Indian 
Health  Care  Amendments  of  1986". 

SEC.  2.  REFERENCE. 

Except  as  otherwise  specifically  provided, 
whenever  in  this  Act  an  amendment  or 
repeal  is  expressed  in  terms  of  an  amend- 
ment to.  or  a  repeal  of,  a  section  or  other 
provision,  the  reference  shall  be  considered 
to  be  made  to  a  section  or  other  provision  of 
the  Indian  Health  Care  Improvement  Act 
(25U.S.C.  leoi.etseq.). 
TITLE  I-INDIAN  HEALTH  MANPOWER 

SEC.     101.    HEALTH     PROFESSIONS    RECRl  ITMENT 
PROGRA.M  FOR  INDIANS. 

Subsection  (c)  of  section  102  (25  U.S.C. 
1612(c))  is  amended  to  read  as  follows: 

■(c)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section- 
ed) $700,000  for  fiscal  year  1987. 
"(2)  $700,000  for  fiscal  year  1988,  and 
"(3)  $700,000  for  fiscal  year  1989.". 

SEC.    102.    HEALTH    PROFESSIONS    PREPARATORY 
SCHOLARSHIP  PROGRA.M. 

(a)  Scholarships.— Section  103  (25  U.S.C. 
1613)  is  amended  by  striking  out  subsection 
(d)  and  inserting  in  lieu  thereof  the  follow- 
ing: ^  , 

•(d)  The  Secretary  shall  not  deny  scholar- 
ship assistance  to  an  eligible  applicant 
under  this  section  solely  on  the  basis  of  the 
applicant's  scholastic  achievement  if  such 
applicant  has  been  admitted  to,  or  main- 


tained good  standing  at,  an  accredited  insti- 
tution. 

"(e)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section— 
"(1)  $3,000,000  for  fiscal  year  1987, 
"(2)  $3,500,000  for  fiscal  year  1988,  and 
"(3)  $4,000,000  for  fiscal  year  1989. ". 
(b)  Expenses.— Subsection  (c)  of  section 
103  is  amended  by  striking  out  "expenses " 
and  inserting  in  lieu  thereof  "expenses  of  a 
grantee  while  attending  school  full  time". 

sec.  103.  health  professions  scholarship 
pr(m;ram. 
(a)  Program.— Section  104  is  amended  to 
read  as  follows: 

"INDIAN  health  PROFESSIONS  SCHOLARSHIPS 

"Sec  104.  (a)  In  order  to  provide  health 
professionals  to  Indian  communities,  the 
Secretary,  acting  through  the  Service  smd  in 
accordance  with  this  section,  shall  make 
scholarship  grants  to  Indians  who  are  en- 
rolled full  time  in  schools  of  medicine,  oste- 
opathy, podiatry,  dentistry,  veterinary  med- 
icine, nursing,  optometry,  public  health,  and 
allied  health  professions.  Such  scholarships 
shall  be  designated  Indian  Health  Scholar- 
ships and  shall  t)e  made  in  accordance  with 
section  338A  of  the  Public  Health  Service 
Act  (42  U.S.C.  2541)  except  as  provided  in 
subsection  (b)  of  this  section. 

"(b)(1)  The  Secretary,  acting  through  the 
Ser\ice.  shall  determine  who  shall  receive 
such  scholarships  and  shall  determine  the 
distribution  of  such  scholarships  among 
such  health  professions  on  the  basis  of  the 
relative  needs  of  Indians  for  additional  serv- 
ice in  such  health  professions. 

"(2)  An  individual  shall  be  eligible  for  a 
scholarship  under  subsection  (a)  in  any  year 
in  which  such  individual  is  enrolled  full 
time  in  a  health  profession  school  referred 
to  in  subsection  (a). 

"(3)  The  active  duty  service  obligation 
prescribed  under  section  338B  of  the  Public 
Health  Service  Act  (42  U.S.C.  254m)  shall  be 
met  by  a  recipient  of  an  Indian  Health 
Scholarship  by  service  in  the  Indian  Health 
Service,  including  senice  or  employment 
under  a  contract  under  the  Indian  Self-De- 
termination  Act  (Public  Law  93-638);  em- 
ployment in  a  program  assisted  under  title 
V  of  this  Act:  or  in  the  private  practice  of 
his  profession  if,  as  determined  by  the  Sec- 
retary, such  practice  is  situated  in  a  physi- 
cian or  other  health  professional  shortage 
area  and  addresses  the  health  care  needs  of 
a  substantial  number  of  Indians. 

"(c)  For  the  purpose  of  this  section,  the 
term    Indian'  has  the  same  meaning  given 
that  term  by  subsection  (c)  of  section  4  of 
this  Act,  including  all  individuals  described 
in  clauses  (1)  through  (4)  of  that  subsection. 
"(d)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section- 
ed)  $4,000,000  for  fiscal  year  1987. 
"(2)  $4,500,000  for  fiscal  year  1988,  and 
"(3)  $5,000,000  for  fiscal  year  1989". 
(b)    TECHNICAL. -Section    338G    of    the 
Public  Health  Service  Act  (42  U.S.C.  254r)  is 
repealed. 

SEC.  104.  4NDIAS  HEALTH  SERVICE  EXTERN  PRO- 
GRAM. 

Subsection  (d)  of  section  105  (25  U.S.C. 
1614)  is  amended  to  read  as  follows: 

•(d)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section- 
ed) $1,000,000  for  fiscal  year  1987, 
••(2)  $1,000,000  for  fiscal  year  1988.  and 
•'(3)  $1,000,000  for  fiscal  year  1989.". 
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SEC.  leS.  CONTINUING  EDl'CATION  ALLOWANCES. 

Subsection  (b)  of  section  106  (25  U.S.C. 
1615(b))  is  amended  to  read  as  follows: 

"(b)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section— 
"(1)  $300,000  for  fiscal  year  1987, 
"(2)  $300,000  for  fiscal  year  1988.  and 
"(3)  $300,000  for  fiscal  year  1989.". 
TITLE  II-HEALTH  SERVICES 

SEC    »\.    IMPROVEMENT    OF     INDIAN     HEALTH 
STATl'S. 

Section  201  is  amended  to  read  as  follows: 

"INDIAN  HEALTH  CARE  IMPROVEMENT  FUND 

"Sec.  210.  (a)(1)  To  further  implement  the 
national  policy  of  raising  the  health  status 
of  Indians  to  a  zero  level  of  deficiency  as  de- 
fined in  subsection  (c)  by  eliminating  back- 
logs in  health  care  services  and  meeting 
unmet  Indian  health  needs  as  soon  as  possi- 
ble and  in  an  equitable  maruier.  the  Secre- 
tary is  authorized  to  expend,  through  the 
Service,  over  the  2  year  period  beginning 
with  fiscal  year  1988  the  amounts  author- 
ized to  be  appropriated  by  subsection  (h)  of 
this  section.  Funds  requested  under  this  sec- 
tion shall  be  separately  stated  in  the  Service 
budget  request  as  submitted  to  Congress 
under  section  1104  of  title  31.  United  States 
Code,  and  funds  appropriated  under  this 
section  shall  not  be  used  to  offset  or  limit 
appropriations  made  to  the  Service  under 
authority  of  the  Act  of  November  2,  1921 
(25  U.S.C.  13),  or  any  other  law.  Funds  ap- 
propriated under  this  section  in  any  fiscal 
year  shall  be  included  in  the  base  budget  of 
the  Service  for  the  purpose  of  determining 
appropriations  under  this  section  in  subse- 
quent fiscal  years. 

"(2)  Nothing  in  this  section  is  intended  to 
diminish  the  primary  responsibility  of  the 
Service  to  eliminate  existing  backlogs  in 
urunet  health  care  needs,  nor  is  it  intended 
to  discourage  the  Service  from  undertaking 
additional  efforts  to  achieve  parity  among 
tribes. 

"(b)(1)  Funds  appropriated  under  this  sec- 
tion shall  be  expended  to  augment  the  abili- 
ty of  the  Service  to  meet  the  following 
health  service  responsibilities— 

"(A)  clinical  care  (direct  or  indirect); 

"(B)  preventive  health: 

"(C)  dental  care  (direct  or  indirect); 

"(D)  mental  health,  including  community 
mental  health  services,  inpatient  mental 
health  services,  dormitory  mental  health 
services,  therapeutic  and  residential  treat- 
ment centers,  and  training  of  traditional 
Indian  practitioners; 

"(E)  emergency  medical  services; 

"(P)  treatment  and  control  of.  and  reha- 
bilitative care  related  to.  alcoholism  among 
Indians; 

"(G)  accident  prevention  programs: 

"(H)  community  health  representative 
programs; 

"(I)  home  health  care;  and 

"(J)  maintenance  and  repair. 

"(2)  Where  any  funds  allocated  to  a  serv- 
ice unit  are  used  for  a  contract  under  the 
Indian  Self -Determination  Act.  a  reasonable 
proportion  of  such  funds  may  be  used  for 
health  plaiming.  training,  technical  assist- 
ance, and  other  administrative  support 
functions. 

"(3KA)  To  the  extent  that  all  or  a  portion 
of  the  funds  appropriated  under  subsection 
(h)  are  required  to  raise  tribes  which  are 
below  a  level  II  deficiency,  as  defined  in  sub- 
section (c)(2).  to  such  level,  such  funds  shall 
not  be  available  for  allocation  to  service 
units  serving  only  tribes  at  or  above  such 
level.  Funds  appropriated  under  this  section 


shall  be  allocated  on  a  service  unit  basis.  Ap- 
portionment of  a  service  unit's  allocation  of 
funds  among  the  health  service  responsibil- 
ities listed  in  paragraph  (1)  shall  be  as  de- 
termined by  the  Service  and  the  Indian 
tribe  or  tribes  whose  deficiency  level  was 
the  basis  on  which  the  funds  were  allocated. 

"(B)  In  the  case  of  multitribal  service 
units,  the  allocation  of  funds  under  this  sec- 
tion shall  be  made,  apportioned,  and  ex- 
pended upon  the  basis  of  the  health  re- 
sources deficiency  level  of  each  separate 
tribe  within  that  service  unit. 

•(c)(1)  Within  60  days  of  the  date  of  en- 
actment of  the  Indian  Health  Care  Amend- 
ments of  1986.  the  Secretary  shall  submit  to 
the  Congress  the  current  health  services 
priority  system  report  of  the  Service  for 
each  tribe  including  units  serving  newly  rec- 
ognized or  acknowledged  tribes.  Such  report 
shall  contain— 

"(A)  the  methodology  for  determining 
tribal  health  resources  deficiencies:  the 
level  of  health  resources  deficiency  for  each 
tribe:  the  amount  of  funds  necessary  to 
raise  all  tribes  below  a  level  II  deficiency  to 
a  level  II  deficiency;  the  amount  of  funds 
necessary  to  raise  all  tribes  below  a  level  I 
deficiency  to  a  level  I  deficiency;  and  the 
amount  of  funds  necessary  to  raise  all  tribes 
to  a  zero  level  of  deficiency; 

"(B)  an  estimate  of— 

"(i)  the  amount  of  health  service  funds 
appropriated  under  the  authority  of  this  or 
any  other  Act  for  the  preceding  fiscal  year 
which  is  allocated  to  each  service  unit;  and 

"(ii)  the  number  of  Indians  eligible  for 
health  services  in  each  service  unit  and  each 
tribe;  and  "(C)  an  evaluation  of— 

"(i)  the  preventive  health,  health  protec- 
tion, and  health  promotion  needs  of  Indians 
identified  in  tribal  specific  health  plans; 

"(ii)  the  preventive  health,  health  protec- 
tion, and  health  promotion  services  neces- 
sary to  meet  such  needs; 

"(iii)  the  resources  which  would  be  re- 
quired to  enable  the  Service  to  provide  such 
services;  and 

"(iv)  the  resources  currently  available  to 
the  Service  which  could  l)e  used  to  provide 
such  services. 

"(2)  For  purposes  of  this  section,  health 
resources  deficiency  levels  shall  be  defined 
as  follows: 

"Level  I— 0  to  20  percent  deficiency. 

"Level  11—21  to  40  percent  deficiency, 

"Level  111—41  to  60  percent  deficiency. 

"Level  IV— 61  to  80  percent  deficiency, 

"Level  V— 81  to  110  percent  deficiency. 

"(3)  The  Secretary  shall  establish  by  regu- 
lation procedures  which  allow  any  Indian 
tribe  to  petition  the  Secretary  for  a  review 
of  any  determination  of  the  health  re- 
sources deficiency  level  of  such  tribe. 

"(d)  Upon  enactment  of  the  Indian  Health 
Care  Amendments  of  1986.  the  Secretary, 
acting  through  the  Service,  shall  take  all 
necessary  action,  in  cooperation  with  each 
Indian  tribe,  to  bring  current  the  tribal  spe- 
cific health  plans  which  were  developed  as  a 
part  of  the  plan  required  by  section  703  of 
this  Act  and  which  formed  the  basis  for 
such  plan  in  response  to  the  requirements 
of  section  701  of  this  Act.  These  plans  shall 
be  based  upon  the  methodology  submitted 
under  subsection  (c).  as  may  be  further 
modified  through  tribal  consultation,  and 
shall  form  the  basis  for  the  health  services 
priority  system  report  to  be  submitted  by 
the  Secretary  for  fiscal  years  1987.  1988,  and 
1989.  Such  reports  shall  be  submitted  to  the 
Congress  not  more  than  30  days  after  the 
submission  of  the  annual  budget  for  such 
fiscal  years  to  the  Congress  by  the  Presi- 
dent. 


"(e)  The  Secretary,  acting  through  the 
Service,  shall  expend  directly  or  by  contract 
not  less  than  1  percent  of  the  funds  appro- 
priated under  subsection  (h)  for  research  in 
the  areas  of  Indian  health  care  set  out  in 
subparagraphs  (A)  through  (G)  of  subsec- 
tion (b)(1).  Indian  tribes  and  tribal  organiza- 
tions contracting  with  the  Service  pursuant 
to  the  Indian  Self-Determination  Act  shall 
be  given  an  equal  opportunity  to  compete 
for  and  receive  such  research  funds. 

"(f)  Programs  administered  by  any  Indian 
tribe  or  tribal  organization  under  the  au- 
thority of  the  Indian  Self-Determination 
Act  shall  be  eligible  for  funds  appropriated 
pursuant  to  subsection  (h)  of  an  equal  basis 
with  programs  that  are  administered  direct- 
ly by  the  Indian  Health  Service. 

■(g)  The  President  shall  include  with  the 
budget  submitted  under  section  1105  of  title 
31.  United  States  Code,  for  each  fiscal  year 
a  separate  statement  which  specifies  the 
total  amount  obligated  or  expended  in  the 
most  recently  completed  fiscal  year  to  carry 
out  subsection  (d)  and  to  carry  out  of  the 
subparagraphs  of  subsection  (bKl). 

"(h)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section— 

"(1)  $10,000,000  for  fiscal  year  1988.  and 

"(2)  $10,000,000  for  fiscal  year  1989. 
Any  funds  appropriated  under  this  subsec- 
tion  shall    be    designated    as    the     Indian 
Health  Care  Improvement  Fund'.". 

SEC.  202.  CATASTROPHIC  HEALTH  PROGRAM. 

Sec.  202.  Title  II  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

"CATASTROPHIC  HEALTH  PROGRAM 

"Sec  202.  (a)  There  is  established  an 
Indian  Catastrophic  Health  Emergency 
Fund  (hereinafter  in  this  section  referred  to 
as  the  Fund")  to  be  administered  by  the 
Secretary,  acting  through  the  Service,  solely 
for  the  purpose  of  meeting  the  extraordi- 
nary medical  costs  associated  with  the  treat- 
ment of  victims  of  disasters  or  catastrophic 
illnesses  falling  within  the  responsibility  of 
the  Service.  The  Fund  shall  be  administered 
by  the  central  office  of  the  Service  and  shall 
not  be  allocated,  apportioned,  or  delegated 
on  a  service  unit  or  area  office  basis.  Funds 
appropriated  under  subsection  (c)  shall  not 
be  used  to  offset  or  limit  appropriations 
made  to  the  Service  under  authority  of  the 
Act  of  November  2.  1921  (25  U.S.C.  13).  or 
any  other  law.  No  part  of  the  Fund  or  its 
administration  shall  be  subject  to  contract 
or  grant  under  any  law.  including  the 
Indian  Self-Determination  Act  (Public  Law 
93-638). 

"(b)  The  Secretary  shall,  through  the  pro- 
mulgation of  regulations  consistent  with  the 
provisions  of  this  section— 

"(1)  establish  a  definition  of  disasters  and 
catastrophic  illnesses  for  which  the  cost  of 
treatment,  whether  provided  under  contract 
or  directly  by  the  Service,  would  qualify  for 
payment  from  the  Fund;  and  which  shall 
provide  that  a  service  unit  shall  not  be  eligi- 
ble for  reimbursement  for  the  cost  of  treat- 
ment from  the  Fund  until  its  cost  of  treat- 
ing any  victim  of  such  catastrophic  illness 
or  disaster  shall  have  reached  a  certain 
threshold  cost  which  the  Secretary  shall  es- 
tablish at  not  less  than  $10,000  or  not  more 
than  $20,000; 

"(2)  establish  a  procedure  for  the  reim- 
bursement of  service  units  or  facilities  ren- 
dering treatment  or.  whenever  otherwise  au- 
thorized by  the  Service,  the  reimbursement 
of  nonservice  facilities  or  providers  render- 
ing treatment: 
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"(3)  establish  a  procedure  for  payment 
from  the  Fund  where  the  exigencies  of  the 
medical  circumstajices  warrant  treatment 
prior  to  the  authorization  of  such  treatment 
by  the  Service;  and 

'•(4)  establish  a  procedure  that  will  assure 
that  no  payment  shall  be  made  from  the 
Fund  to  any  provider  to  the  extent  that  the 
provider  is  eligible  to  receive  payment  for 
the  treatment  from  any  other  Federal. 
State,  local,  or  private  source  of  reimburse- 
ment for  which  the  patient  is  eligible  or  by 
which  the  patient  is  covered. 

"(c)  There  are  authorized  to  be  appropri- 
ated for  the  purpose  of  carrying  out  the 
provisions  of  this  section— 

■•(1)  $3,000,000  for  fiscal  year  1988.  and 

••(2)  for  fiscal  year  1989.  such  sums  as  may 
be  necessary  to  maintain  the  Fund  at 
$3,000,000. 

Funds  appropriated  under  this  subsection 
shall  remain  available  until  expended. 

■(d)  By  no  later  than  January  1.  1989.  the 
Secretary  shall  report  to  Congress  on  the 
operation  of  the  Fund.  Such  report  shall  in- 
clude— 

"(1)  the  number  and  nature  of  disasters 
and  catastrophic  illnesses  for  which  reim- 
bursement was  sought: 

"(2)  the  costs  associated  with  such  disas- 
ters or  illnesses: 

"(3)  the  amounts  reimbursed  by  the  Fund 
in  connection  with  such  disasters  and  ill- 
ncsscs* 

"(4)  the  effect  of  the  Fund  on  the  ability 
of  service  units  to  meet  the  health  needs  of 
their  service  populations:  and 

"(5)  the  Secretary's  recommendations  re- 
garding the  future  operation  of  the  F\ind.". 

SEC.  203.  COMPETITIVE  PROCIREMENT. 

Sec.  203.  Title  II  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

"COMPETITIVE  PROCUREMENT 

"Sec.  203.  (a)  Notwithstanding  any  other 
provision  of  law.  the  Secretary,  acting 
through  the  Service,  may  waive  any  statuto- 
ry or  administrative  requirement  for  com- 
petitive procurement  of  health  services  if.  in 
the  judgment  of  the  Chief  Medical  Officer 
who  will  have  jurisdiction  over  such  health 
services,  such  competitive  procurement 
would  compromise  the  accessibility,  quality. 
or  continuity  of  health  services  or  would  not 
result  in  any  appreciable  competition  or  sav- 
ings. 

"(b)  Notwithstanding  any  other  provision 
of  law.  the  Secretary,  acting  through  the 
Service,  shall  reject  any  bid  submitted 
under  any  statutory  or  administrative  re- 
quirement for  competitive  procurement  of 
health  services  upon  the  certification  of  the 
Chief  Medical  Officer  who  will  have  juris- 
diction over  such  health  services  that  ac- 
ceptance of  such  bid  would  compromise  the 
accessibility,  quality,  and  continuity  of 
health  services.". 

SEC.  204.  PREVENTIVE  HEALTH.  HEALTH  PROTEC- 
TION. AND  HEALTH  PROMOTION. 

Title  II.  as  amended  by  sections  202  and 
203  of  this  Act.  is  further  amended  by 
adding  at  the  end  the  following  new  section: 

"PREVENTIVE  HEALTH.  HEALTH  PROTECTION. 
AND  HEALTH  PROMOTION 

"Sec.  204.  (a)  The  Congress  finds  that— 

"(1)  preventive  health,  health  protection, 
and  health  promotion  services  will— 

"(A)  improve  the  health  and  well-being  of 
Indians;  and 

"(B)  reduce  the  expenses  for  medical  care 
of  Indians; 

"(2)  preventive  health,  health  protection, 
and  health  promotion  services  should  be 
provided  by  the  coordinated  efforts  of  Fed- 


eral. State,  local,  and  tribal  governments; 
and 

"(3)  in  addition  to  the  provision  of  pri- 
mary health  care,  the  Service  should  pro- 
vide preventive  health,  health  protection, 
and  health  promotion  services  to  Indians. 

"(b)  The  Secretary,  acting  through  the 
Service,  shall— 

"(1)  require,  by  regulation,  that  each 
Indian  tribe  include  within  any  tribal  specif- 
ic health  plan  submitted  to  the  Secretary— 

"(A)  an  identification  of  the  preventive 
health,  health  protection  and  health  pro- 
motion needs  of  such  tribe;  and 

"(B)  a  comprehensive  plan  for  providing 
such  services  to  such  tribe; 

"(2)  develop  from  tribal  specific  health 
plans  a  comprehensive  plan  for  the  provi- 
sion by  the  Service  of  preventive  health, 
health  protection,  and  health  promotion 
services  to  Indians; 

"(3)  establish  a  schedule  for  the  provision 
of  such  services  by  the  Service;  and 

"(4)  provide  such  services  to  Indians  in  ac- 
cordance with  such  comprehensive  plan  and 
schedule.". 

TITLE  III-HEALTH  FACIUTIES 
SEC.  301.  HEALTH  FACILITIES. 

Section  301  (25  U.S.C.  1631)  is  amended  to 
read  as  follows: 

"HEALTH  FACILITIES 

"Sec  301.  (a)(1)  Within  60  days  after  the 
date  of  enactment  of  the  Indian  Health 
Care  Amendments  of  1986.  the  Secretary 
shall  submit  to  the  Congress  a  report  which 
shall  set  forth  the  current  health  facilities 
priority  system  of  the  Ser\'ice  and  which 
shall  include  the  planning,  design,  construc- 
tion, or  renovation  needs  for  the  ten  top 
priority  inpatient  care  facilities  and  the  ten 
top  priority  ambulatory  care  facilities  to- 
gether with  required  sUff  quarters,  the  justi- 
fication for  such  priority  listings,  and  the 
projected  cost  of  such  projects.  The  report 
shall  also  include  the  methodology  adopted 
by  the  Service  in  establishing  priorities 
under  its  health  facilities  priority  system. 

(2)(A)  Within  30  days  of  the  submission  of 
the  annual  budget  to  the  Congress  by  the 
President  for  each  of  the  fiscal  years  1988 
and  1989,  the  Secretary  shall  submit  to  the 
Congress  a  report  which  complies  with  the 
requirement  for  paragraph  ( 1 ). 

(B)  In  preparing  such  report  in  such  fiscal 
years,  the  Service  shall  consult  with  tribes 
and  tribal  organizations  operating  health 
programs  or  facilities  with  funds  from  the 
Service  under  the  Indian  Self-Determina- 
tion  Act.  and  shall  review  the  needs  of  these 
tribes  and  tribal  organizations  for  inpatient 
and  outpatient  facilities,  including  their 
needs  for  renovation  and  expansion  of  exist- 
ing facilities. 

(3)  The  Service  shall  use  the  same  criteria 
for  each  of  the  fiscal  years  1988  and  1989  to 
evaluate  the  needs  of  facilities  operated 
under  contract  under  the  Indian  Self-Deter- 
mination  Act  as  it  uses  to  evaluate  the  need 
of  facilities  operated  directly  by  the  Service 
in  such  fiscal  years. 

(4)  The  Secretary  shall  ensure  that  the 
planning,  design,  construction,  and  renova- 
tion needs  of  Service  and  non-Service  facili- 
ties which  are  the  subject  of  a  contract  for 
health  services  entered  into  under  the 
Indian  Self-Determination  Act  are  fully  and 
equitably  integrated  into  the  development 
of  the  health  facility  priority  system. 

"(b)(1)  All  funds  appropriated  under  the 
Act  of  November  2.  1921  (25  U.S.C.  13).  for 
the  planning,  design,  construction,  or  ren- 
ovation of  health  facilities  for  the  benefit  of 
a  tribe  or  tribes  shall  be  subject  to  the  pro- 


visions of  sections  103  and  104(b)  of  the 
Indian  Self-Determination  Act.  The  United 
States  shall  hold  title  to  any  facility  con- 
structed under  a  grant  pursuant  to  section 
104(b)  of  that  Act. 

"(2)  Any  tribal  contractor  or  grantee  shall 
expend  the  funds  described  in  paragraph  (1) 
for  the  purpose  for  which  appropriated  pur- 
suant to  rules  and  regulations  established 
by  the  Secretary  for  contracting  and  pro- 
curement. 

"(c)  Prior  to  the  expenditure  of,  or  the 
making  of  any  firm  commitment  to  expend, 
any  funds  appropriated  for  facilities  plan- 
ning and  design,  construction,  or  renovation 
under  the  Act  of  November  2,  1921  (25 
U.S.C.  13).  the  Secretary,  acting  through 
the  Service,  shall— 

"(1)  consult  with  any  Indian  tribe  that 
would  be  significantly  affected  by  such  ex- 
penditure for  the  purpose  of  determining 
and.  wherever  practicable,  honoring  tribal 
preferences  concerning  size,  location,  type, 
and  other  characteristics  of  any  facility  on 
which  such  expenditure  is  to  be  made,  and 

"(2)  ensure,  wherever  practicable,  that 
such  facility,  not  later  than  one  year  after 
its  construction  or  renovation,  shall  meet 
the  standards  of  the  Joint  Commission  on 
Accreditation  of  Hospitals. 

"(d)  The  Secretary  shall  not  close,  under 
any  existing  authority,  any  Service  hospital 
or  other  outpatient  health  care  facility  or 
any  portion  thereof  unless  he  has  submitted 
to  the  Congress  at  least  one  year  prior  to 
the  planned  closure  date  an  evaluation  of 
the  impact  of  the  proposed  action  which 
shall  include  the  following  factors— 

"(1)  accessibility  of  alternative  health  care 
resources  for  the  service  population; 

"(2)  cost  effectiveness  of  the  closure: 

"(3)  quality  of  health  care  to  be  provided 
to  the  service  population  after  closure; 

••(4)  availability  of  contract  healtff  care 
funds  to  maintain  current  levels  of  senice; 
and 

"(5)  the  views  of  the  Indian  tribe  or  tribes 
served  by  such  facility  on  the  planned  clo- 
sure. 

This  subsection  shall  not  be  applicable  to 
temporary  closures  where  such  closure  is 
specifically  determined  to  be  necessary  to 
avoid  jeopardizing  the  health  or  safety  of 
patients.". 

SEC.  302.  SAFE  WATER  AND  SANITARY  WASTE  DIS- 
POSAL FACILITIES. 

Section  302  (25  U.S.C.  1632)  is  amended  to 
read  as  follows: 

"SAFE  water  AND  SANITARY  WASTE  DISPOSAL 
FACILITIES 

"Sec.  302.  (a)(1)  Congress  finds  that— 

"(A)  the  provision  of  safe  water  supply 
and  sanitary  sewage  and  solid  waste  disposal 
systems  is  primarily  a  health  consideration 
and  function: 

■(B)  Indian  people  suffer  an  inordinately 
high  incidence  of  disease,  injury,  and  illness 
directly  attributable  to  the  absence  or  inad- 
equacy of  such  facilities: 

•■(C)  the  long-term  cost  to  the  United 
States  of  treating  and  curing  such  disease, 
injury,  and  illness  is  substantially  greater 
than  the  short-term  cost  of  providing  such 
facilities  and  other  preventive  health  meas- 
ures; 

"(D)  many  Indian  homes  and  communities 
still  lack  safe  water  supply  and  sanitary 
sewage  and  solid  waste  disposal  facilities; 
and 

■•(E)  it  is  in  the  interest  of  the  United 
States  and  it  is  the  policy  of  the  United 
States  that  all  Indian  communities  and 
Indian  homes,  new  and  existing,  be  provided 
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with  safe  and  adequate  water  supply  and 
sanitary  sewage  and  solid  waste  disposal  fa- 
cilities as  soon  as  possible. 

"(2)  Congress  reaffirms  the  primary  re- 
sponsibility and  authority  of  the  Service  to 
provide  the  necessary  sanitation  facilities 
and  services  as  provided  in  section  7  of  the 
Act  of  August  5.  1954  (42  U.S.C.  2004a). 

•■(b)  Beginning  in  fiscal  year  1987.  the  Sec- 
retary, acting  through  the  Service,  shall  de- 
velop and  begin  implementation  of  a  10  year 
plan  to  provide  safe  water  supply  and  sani- 
tary sewage  and  solid  waste  disposal  facili- 
ties to  existing  Indian  homes  and  communi- 
ties and  to  new  and  renovated  Indian 
homes. 

■•(c)(1)  Within  60  days  of  the  date  of  the 
enactment  of  the  Indian  Health  Care 
Amendments  of  1986,  the  Secretary  shall 
report  to  Congress  on  the  Services  sanita- 
tion facilities  priority  system.  The  Secre- 
tary, in  preparing  such  report,  shall  uni- 
formly apply  the  methodology  for  determin- 
ing sanitation  deficiencies  to  all  Indian 
tribes.  Such  report  shall  identify  the  meth- 
odology for  determining  sanitation  deficien- 
cies: the  level  of  deficiency  for  each  Indian 
community  or  tribe:  the  amount  of  funds 
necessary  to  raise  all  communities  to  a  level 
I  deficiency:  and  the  amount  of  funds  neces- 
sary to  raise  all  communities  or  tribes  to  a 
zero  level  of  deficiency.  For  the  purpose  of 
such  report— 

••(A)  a  level  I  deficiency  means  a  sanita- 
tion system  which  complies  with  all  applica- 
ble water  supply  and  pollution  control  laws 
and  regulations  in  which  the  defined  defi- 
ciencies consist  of  routine  replacement, 
repair,  or  maintenance  needs; 

••(B)  a  level  II  deficiency  means  a  sanita- 
tion system  which  complies  with  all  applica- 
ble water  supply  and  pollution  control  laws 
and  regulations  in  which  the  defined  defi- 
ciencies consist  of  capital  improvements 
necessary  to  improve  the  facilities  to  meet 
the  needs  of  the  communities  for  domestic 
sanitation  facilities: 

•■(C)  a  level  III  deficiency  means  a  sanita- 
tion system  which  has  an  inadequate  or  par- 
tial water  supply  and  sewage  disposal  facili- 
ty which  does  not  comply  with  applicable 
water  supply  and  pollution  control  laws  and 
regulations  or  which  has  no  solid  waste  dis- 
posal facility: 

■•(D)  a  level  IV  deficiency  means  a  sanita- 
tion system  which  lacks  either  a  safe  water 
supply  system  or  a  sewage  disposal  system: 
and 

"(E)  a  level  V  deficiency  means  the  ab- 
sence of  a  safe  water  supply  and  sewage  dis- 
posal system. 

Any  tribe  or  community  which  lacks  the  op- 
eration and  maintenance  capability  to  meet 
all  applicable  water  supply  and  pollution 
control  laws  and  regulations  shall  be 
deemed  to  have  a  rating  no  higher  than  a 
level  III  deficiency. 

"(2)(A)  Within  30  days  of  the  submission 
of  the  annual  budget  to  the  Congress  by  the 
President  for  fiscal  years  1988  and  1989,  the 
Secretary  shall  submit  a  report  to  the  Con- 
gress which  meets  the  requirements  of  para- 
graph (1). 

••(B)  In  preparing  such  report  for  each  of 
the  fiscal  years  1988  and  1989,  the  Secre- 
tary, acting  through  the  Service,  shall  con- 
sult with  tribes  and  tribal  organizations  in- 
cluding those  operating  health  care  pro- 
grams or  facilities  under  contracts  under 
the  Indian  Self-Determination  Act  to  deter- 
mine the  sanitation  needs  of  each  tribe. 

"(d)(1)  To  clarify  the  powers  conferred  by 
subsection  (a)  of  section  7  of  the  Act  of 
August  S,  1954  (42  U.S.C.  2004a).  the  Secre- 
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tary.  acting  through  the  Service,  is  author- 
ized to  provide— 

••(A)  financial  and  technical  assistance  to 
Indian  tribes  and  communities  in  the  estab- 
lishment, training,  and  equipping  of  utility 
organizations  to  operate  and  maintain 
Indian  sanitation  facilities. 

"(B)  ongoing  technical  assistance  and 
training  in  the  management  of  utility  orga- 
nizations, and 

'•(C)  operation  and  maintenance  assist- 
ance for,  and  emergency  repairs  to,  tribal 
sanitation  facilities  when  necessary  to  avoid 
a  health  hazard  or  to  protect  the  Federal  in- 
vestment in  sanitation  facilities  in  situations 
where  the  community,  tribe,  or  family  is  not 
financially  or  technically  capable  of  per- 
forming the  required  emergency  repairs 
with  their  own  resources.  ^ 

'•(2)(A)  This  section  is  not  intended  to  di- 
minish the  primary  responsibilities  of  the 
Indian  community  or  tribe  to  establish,  col- 
lect, and  utilize  reasonable  user  fees,  or  oth- 
erwise set  aside  funding,  for  the  purpose  of 
operation  and  maintenance  of  sanitation  fa- 
cilities. 

••(B)  The  financial  and  technical  capabil- 
ity of  an  Indian  tribe  or  community  to 
safely  operate  and  maintain  a  sanitation  fa- 
cility shall  not  be  a  precondition  for  the 
provision  or  construction  of  such  facilities 
and  the  Secretary  may  not  require  a  tribe  or 
community  to  accept  a  transfer  of  such  fa- 
cilities where  he  has  determined  the  tribe  or 
community  does  not  have,  or  may  not  be 
reasonably  expected  to  achieve,  such  capa- 
bility. 

■(e)  Programs  administered  by  Indian 
tribes  or  tribal  organizations  under  the  au- 
thority of  the  Indian  Self-Determination 
Act  shall  be  eligible  for— 

■•(1)  funds  appropriated  pursuant  to  sub- 
section (f).  and 

•■(2)  funds  appropriated  for  the  purpose  of 
providing  water  supply  or  sewage  disposal 
services. 

on  an  equal  basis  with  programs  that  are  ad- 
ministered directly  by  the  Indian  Health 
Services. 

■■(f)(1)  There  are  authorized  to  be  appro- 
priated for  each  of  the  fiscal  years  1988  and 
1989.  $3,000,000  for  the  purpose  of  providing 
funds  necessary  to  implement  the  expanded 
responsibilities  of  the  Service  under  subsec- 
tion (d). 

■■(2)  In  addition  to  the  amount  authorized 
under  paragraph  (1),  there  are  authorized 
to  be  appropriated  for  each  of  the  fiscal 
years  1988  and  1989,  $850,000  for  the  pur- 
pose of  providing  thirty  new  full-time 
equivalents  for  the  Service  which  shall  be 
used  to  carry  out  the  expanded  responsibil- 
ities of  the  Service  under  subsection  (d).". 

SEC.  303.   ISK  OF  NONSKRVICE  FINDS  FOR  REN- 
OVATION 

Section  305  (25  U.S.C.  1634)  is  amended  to 
read  as  follows: 

••expenditures  of  NONSERVICE  FUNDS  FOR 
RENOVATION 

•Sec  305.  (a)  An  Indian  tribe  is  authorized 
to  expend- 
ed) any  funds  of  such  tribe,  including 
funds  in  trust  by  the  United  States  for  such 
tribe  the  use  of  which  is  not  otherwise  re- 
stricted by  law,  and 

•(2)  any  funds  appropriated  under  Federal 
law  which  are  not  appropriated  for  expendi- 
ture through  the  Service  and  which  are  not 
otherwise  restricted  by  law, 
for  the  purpose  of  making  any  major  ren- 
ovation or  modernization  of  any  Service  fa- 
cility or  of  any  other  Indian  health  facility 
operated   pursuant   to   a  contract  entered 


into  under  the  Indian  Self-Determination 
Act  (including  an  expenditure  for  the  plan- 
ning or  designing  of  such  renovation  or 
modernization)  if  the  requirements  of  sub- 
section (b)  are  met. 

•(b)  The  requirements  of  this  subsection 
are  met  with  respect  to  any  renovation  or 
modernization  if  the  renovation  or  modern- 
ization— 

■(  1 )  does  not  require  or  obligate  the  Secre- 
tary to  provide  any  additional  employees  or 
equipment, 

■'(2)  is  approved  by  the  appropriate  area 
director  of  the  Service,  and 

■■(3)  is  administered  by  the  Indian  tribe  in 
accordance  with  the  rules  and  regulations 
prescribed  by  the  Secretary  with  respect  to 
construction  or  renovation  of  Service  facili- 
ties. 

■(c)  A  renovation  or  modernization  shall 
not  be  authorized  by  this  section  if  such 
renovation  or  modernization  would  require 
the  diversion  of  funds  appropriated  to  the 
Service  for  any  project  which  has  a  higher 
priority  under  the  health  facility  priority 
system  of  the  Service.". 

SEC.  .1(11.  BETHKI..  ALASKA.  HOSPITAL. 

Title  III  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

•bethel,  ALASKA.  HOSPITAL 

/jSec.  306.  (a)  If  a  final  administrative 
ruling  by  the  Department  of  the  Interior 
holds  that  the  Bethel  Native  Corporation  is 
entitled  to  conveyance  of  the  title  to  the 
real  property  described  in  subsection  (d)(1) 
under  the  Alaska  Native  Claims  Settlement 
Act,  such  ruling  shall  not  be  subject  to  judi- 
cial review  and  title  to  such  property  shall 
be  conveyed  to  the  Bethel  Native  Corpora- 
tion. 

••(b)  The  Secretary  is  authorized,  notwith- 
standing any  other  provision  of  law,  to  enter 
into  an  agreement  with  Bethel  Native  Cor- 
poration for  an  exchange  of  the  real  proper- 
ty described  in  subsection  (d)(l  i  for 

■■(1)  the  lands  described  in  subsection 
(d)(2),  or 

•■(2)  any  other  Federal  property  which 
Bethel  Native  Corporation  would  have  been 
able  to  select  under  the  Alaska  Native 
Claims  Settlement  Act. 

•■(c)  If  an  agreement  for  the  exchange  of 
land  is  not  entered  into  under  subsection  (b) 
by  the  date  that  is  90  days  after  the  date  of 
the  ruling  described  in  subsection  (a),  the 
Secretary  shall  purchase  the  lands  de- 
scribed in  subsection  (d)(1)  at  fair  market 
value. 

•■(d)(1)  The  real  property  referred  to  in 
subsection  (a)  is  United  States  Survey  Num- 
bered 4000  other  than  the  lands  described  in 
paragraph  (2). 

■■(2)  The  lands  referred  to  in  subsection 
(b)(1)  are  the  lands  identified  as  tracts  A 
and  B  in  the  determination  AA-18959  of  the 
Bureau  of  Land  Management  issued  on  Sep- 
tember 30,  1983,  pursuant  to  the  Alaska 
Native  Claims  Settlement  Act.". 

TITLE  IV-ACCESS  TO  HEALTH 
SERVICES 

SEC.  lOL  MEDICAID  PROVISIONS. 

(a)  Skilled  Nursing  Facility.— Section 
1911  of  the  Social  Security  Act  is  amended 
by  striking  out  •or  skilled  nursing  facility" 
each  place  it  appears  and  inserting  in  lieu 
thereof  in  each  instance  "skilled  nursing  fa- 
cility, or  any  other  type  of  facility  which 
provides  services  of  a  type  otherwise  cov- 
ered under  the  State  plan". 

(b)  Reimbursement.— Section  1911  of  the 
Social  Security  Act  is  amended  by  adding  at 
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the  end  thereof  the  following  new  subsec- 
tions: 

"(c)  The  Secretary  is  authorized  to  enter 
into  agreements  with  the  State  agency  for 
the  purpose  of  reimbursing  such  agency  for 
health  care  and  services  provided  in  Indian 
Health  Service  facilities  to  Indians  who  are 
eligible  for  medical  assistance  under  the 
State  plan. 

"(d)  Notwithstanding  any  other  provision 
of  law,  payments  to  which  any  facility  of 
the  Indian  Health  Service  (including  a  hos- 
pital, intermediate  care  facility,  skilled  nurs- 
ing facility,  or  any  other  type  of  facility 
which  provides  services  of  a  type  otherwise 
covered  under  the  State  plan)  is  entitled 
under  a  State  plan  approved  under  this  title 
by  reason  of  this  section  shall  be  placed  in  a 
special  fund  to  be  held  by  the  Secretary  and 
used  by  him  (to  such  extent  or  in  such 
amounts  as  are  provided  in  appropriation 
Acts)  exclusively  for  the  purpose  of  making 
any  improvements  in  the  facilities  of  such 
Service  which  may  be  necessary  to  achieve 
compliance  with  the  applicable  conditions 
and  requirements  of  this  title.  In  making 
payments  from  such  fund,  the  Secretary 
shall  ensure  that  each  service  unit  of  the 
Indian  Health  Service  receives  at  least  50 
percent  of  the  amounts  to  which  the  facili- 
ties of  the  Indian  Health  Service,  for  which 
such  service  unit  makes  collections,  are  enti- 
tled by  reason  of  this  section,  if  such 
amount  is  necessary  for  the  purpose  of 
making  improvements  in  such  facilities  in 
order  to  achieve  compliance  with  the  condi- 
tions and  requirements  of  this  title.  This 
subsection  shall  cease  to  apply  when  the 
Secretary  determines  and  certifies  that  sub- 
stantially all  of  the  health  facilities  of  such 
Service  in  the  United  States  are  in  compli- 
ance with  such  conditions  and  require- 
ments.". 

(c)  Repeals.— Subsections  (b)  and  (c)  of 
section  402  of  the  Indian  Health  Care  Im- 
provement Act  (42  U.S.C.  1396J,  note)  are 
repealed. 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  health 
care  services  performed  on  or  after  the  date 
of  the  enactment  of  this  Act. 

SEC.  402.  STIDY  OF  BARRIERS  TO  MEDICAID  PAR- 
TICIPATION. 

Title  IV  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

"STDDY  OF  barriers  TO  MEDICAID 
PARTICIPATION 

"Sec.  405.  (a)  The  Secretary  shall,  in  con- 
sultation with  Indian  tribes  and  tribal  orga- 
nizations, conduct  a  study  of  any  barriers 
which  may  prevent  Indians  from  receiving 
medical  assistance  under  State  plans  ap- 
proved under  title  XIX  of  the  Social  Securi- 
ty Act. 

"(b)  By  no  later  than  the  date  which  is 
one  year  after  the  date  of  enactment  of  the 
Indian  Health  Care  Amendments  of  1986, 
the  Secretary  shall  submit  to  the  Congress  a 
report  on  the  study  conducted  under  subsec- 
tion (a).  Such  report  shall  include— 

"(i)  recommendations  for  legislation 
which— 

"(A)  would  remove  any  barriers  identified 
in  such  study  which  prevent  Indians  from 
receiving  medical  assistance  under  plans  de- 
scribed in  subsection  (a)  and, 

"(B)  would  encourage  participation  by  In- 
dians in  such  plans:  and 

"(2)  estimates,  by  service  unit,  of— 

"(A)  the  number  of  Indians  potentially  eli- 
gible for  medical  assistance  under  such 
plans,  and 

"(B)  the  number  of  Indians  receiving  med- 
ical assistance  under  such  plans.". 


TITLE  V 


-URBAN  INDIAN  HEALTH 
SERVICES 


SEC.  SOI.  REVISION  OF  PROGRAM. 

Title  V  (25  U.S.C.  1651,  et  seq.)  is  amended 
to  read  as  follows: 

"TITLE  V— HEALTH  SERVICES  FOR 
URBAN  INDIANS 

"PURPOSE 

"Sec.  501.  The  purpose  of  this  title  is  to 
encourage  the  establishment  of  programs  in 
urban  centers  to  make  health  services  more 
accessible  to  urban  Indians. 

"CONTRACTS  WITH  URBAN  INDIAN 
ORGANIZATIONS 

"Sec.  502.  The  Secretary,  through  the 
Service,  shall  enter  into  contracts  with 
urban  Indian  organizations  to  assist  such  or- 
ganizations to  establish  and  administer,  in 
the  urban  centers  in  which  such  organiza- 
tions are  situated,  programs  which  meet  the 
requirement  set  forth  in  this  title.  The  Sec- 
retary, through  the  service,  shall  include 
such  conditions  as  the  Secretary  considers 
necessary  to  effect  the  purpose  of  this  title 
in  any  contract  which  the  secretary  enters 
into  with  any  Indian  organization  pursuant 
to  this  title. 

CONTRACTS  FOR  THE  PROVISION  OF  HEALTH 
CARE  OF  REFERRAL  SERVICES 

"Sec.  503.  (a)  The  Secretary,  through  the 
Service,  shall  enter  into  contracts  with 
urban  Indian  organizations  for  the  provision 
of  health  care  or  referral  services  for  urban 
Indian  residing  in  the  urban  centers  in 
which  such  organizations  are  situated.  Any 
such  contract  shall  include  requirements 
that  the  urban  Indian  organization  success- 
fully undertake  to— 

"(1)  determine  the  population  of  urban 
Indians  residing  in  the  urban  center  in 
which  such  organization  is  situated  who  are 
or  could  be  recipients  of  health  care  or  re- 
ferral services; 

"(2)  determine  the  current  health  status 
of  urban  Indians  residing  in  such  urban 
center; 

"(3)  determine  the  current  health  care 
needs  of  urban  Indians  residing  in  such 
urban  center; 

"(4)  identify  all  public  and  private  health 
services  resources  within  such  urban  center 
which  are  or  may  be  available  to  urban  Indi- 
ans; 

"(5)  determine  the  use  of  public  and  pri- 
vate health  services  resources  by  the  urban 
Indians  residing  in  such  urban  center; 

"(6)  assist  such  health  services  resources 
in  providing  services  to  urban  Indians; 

"(7)  assist  urban  Indians  in  becoming  fa- 
miliar with  and  utilizing  such  health  serv- 
ices resources; 

"(8)  provide  basic  health  education  to 
urban  Indians; 

"(9)  establish  and  implement  manpower 
training  program  to  accomplish  the  referral 
and  education  tasks  set  forth  in  clauses  (6) 
through  (8)  of  this  subsection; 

"(10)  identify  gaps  between  unmet  health 
needs  of  urban  Indians  and  the  resources 
available  to  meet  such  needs; 

"(11)  make  recommendations  to  the  Secre- 
tary and  Federal,  State,  local,  and  other  re- 
source agencies  on  methods  of  improving 
health  service  programs  to  meet  the  needs 
of  urban  Indians;  and 

"(12)  where  necessary,  provide,  or  enter 
into,  contracts  for  the  provision  of,  health 
care  services  for  urban  Indians. 

"(b)  The  Secretary,  through  the  Service, 
shall  by  regulation  prescribe  the  criteria  for 
selecting    urban    Indian    organizations    to 


enter  into  contracts  under  this  section.  Such 
criteria  shall,  among  other  factors,  include— 

"(1)  the  extent  of  unmet  health  care 
needs  of  urban  Indians  in  the  urban  center 
involved; 

"(2)  the  size  of  the  urban  Indian  popula- 
tion in  the  urban  center  involved; 

"(3)  the  accessibility  to,  and  utilization  of. 
health  care  services  (other  than  services 
provided  under  this  title)  by  urban  Indians 
in  the  urban  center  involved; 

"(4)  the  extent,  if  any,  to  which  the  activi- 
ties set  forth  in  subsection  (a)  would  dupli- 
cate— 

"(A)  any  previous  or  current  public  or  pri- 
vate health  services  project  in  an  urban 
center  that  was  or  is  funded  in  a  manner 
other  than  pursuant  to  this  title;  or 

"(B)  any  project  funded  under  this  title; 

"(5)  the  capability  of  an  urban  Indian  or- 
ganization to  perform  the  activities  set 
forth  in  subsection  (a)  and  to  enter  into  a 
contract  with  the  Secretary  under  this  sec- 
tion; 

"(6)  the  satisfactory  performance  and  suc- 
cessful completion  by  an  urban  Indian  orga- 
nization of  other  contracts  with  the  Secre- 
tary under  this  title; 

"(7)  the  appropriateness  and  likely  effec- 
tiveness of  conducting  the  activities  set 
forth  in  subsection  (a)  in  an  urban  center; 
and 

"(8)  the  extent  of  existing  or  likely  future 
participation  in  the  activities  set  forth  in 
subsection  (a)  by  appropriate  health  and 
health-related  Federal,  State,  local,  and 
other  agencies. 

CONTRACTS  FOR  THE  DETERMINATION  OF  UNMET 
HEALTH  CARE  NEEDS 

"Sec  504.  (a)  The  Secretary,  through  the 
Service,  may  enter  into  contracts  with . 
urban  Indian  organizations  situated  in 
urban  centers  for  which  contracts  have  not 
been  entered  into  under  section  503.  The 
purpose  of  a  contract  under  this  section 
shall  be  the  determination  of  the  matters 
described  in  subsection  (b)(1)  in  order  to 
assist  the  Secretary  in  assessing  the  health 
status  and  health  care  needs  of  urban  Indi- 
ans in  the  urban  center  involved  and  deter- 
mining whether  the  Secretary  should  enter 
into  a  contract  under  section  503  with  the 
urban  Indian  organization  with  which  the 
Secretary  has  entered  into  a  contract  under 
this  section. 

■(b)  Any  contract  entered  into  by  the  Sec- 
retary under  this  section  shall  include  re- 
quirements that— 

"(1)  the  urban  Indian  organization  suc- 
cessfully undertake  to— 

■•(A)  document  the  health  care  status  and 
unmet  health  care  needs  of  the  urban  Indi- 
ans in  the  urban  center  involved; 

"(B)  with  respect  to  urban  Indians  in  the 
urban  center  involved,  determine  the  mat- 
ters described  in  clauses  (2),  (3).  (4),  and  (8) 
of  section  503(b);  and 

"(2)  the  urban  Indian  organization  com- 
plete performance  of  the  contract  within 
one  year  after  the  date  on  which  the  Secre- 
tary and  such  organization  enter  into  such 
contract. 

•■(c)  The  Secretary  may  not  renew  any 
contract  entered  into  under  this  section. 

"evaluations;  contract  renewals 
■Sec.  505.  (a)  The  Secretary,  through  the 
Service,  shall  develop  procedures  to  evalu- 
ate compliance  with,  and  performance  of, 
contracts  entered  into  by  urban  Indian  orga- 
nizations under  this  title.  Such  procedures 
shall  include  provisions  for  carrying  out  the 
requirements  of  this  section. 
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"(b)  The  Secretary,  through  the  Service, 
shall  conduct  an  annual  onsite  evaluation  of 
each  urban  Indian  organization  which  has 
entered  into  a  contract  under  section  503  for 
purposes  of  determining  the  compliance  of 
such  organization  with,  and  evaluating  the 
performance  of  such  organization  under, 
such  contract. 

"(c)  If,  as  a  result  of  the  evaluations  con- 
ducted under  this  section,  the  Secretary  de- 
termines that  an  urban  Indian  organization 
has  not  complied  with  or  satisfactorily  per- 
formed a  contract  under  section  503.  the 
Secretary  shall,  prior  to  renewing  such  con- 
tract, attempt  to  resolve  with  such  organiza- 
tion the  areas  of  noncompliance  or  unsatis- 
factory performance  and  modify  such  con- 
tract to  prevent  future  occurrences  of  such 
noncompliance  or  unsatisfactory  perform- 
ance. If  the  Secretary  determines  that  such 
noncompliance  or  unsatisfactory  perform- 
ance cannot  be  resolved  and  prevented  in 
the  future,  the  Secretary  shall  not  renew 
such  contract  with  such  organization  and  is 
authorized  to  enter  into  a  contract  under 
section  503  with  another  urban  Indian  orga- 
nization which  is  situated  in  the  same  urban 
center  as  the  urban  Indian  organization 
whose  contract  is  not  renewed  under  this 
section. 

"(d)  In  determining  whether  to  renew  a 
contract  with  an  urban  Indian  organization 
under  section  503.  or  whether  to  enter  into 
a  contract  with  an  urban  Indian  organiza- 
tion under  section  503  which  completed  per- 
formance of  a  contract  under  section  504. 
the  Secretary  shall  review  the  records  of 
the  urban  Indian  organization,  the  reports 
submitted  under  section  507.  and.  in  the 
case  of  a  renewal  of  a  contract  under  section 
503.  shall  consider  the  results  of  the  onsite 
evaluation  conducted  under  subsection  (b). 

"OTHER  CONTHACT  REQUIREMENTS 

"Sec  506.  (a)  Contracts  with  urban  Indian 
organizations  pursuant  to  this  title  shall  be 
in  accordance  with  all  Federal  contracting 
laws  and  regulations  except  that,  in  the  dis- 
cretion of  the  Secretary,  such  contracts  may 
be  negotiated  without  advertising  and  need 
not  conform  to  the  provisions  of  the  Act  of 
August  24.  1935.  as  amended. 

"(b)  Payments  under  any  contracts  pursu- 
ant to  this  title  may  be  made  in  advance  or 
by  the  way  of  reimbursement  and  in  such 
installments  and  on  such  conditions  as  the 
Secretary  deems  necessary  to  carry  out  the 
purposes  of  this  title. 

"(c)  Notwithstanding  any  provision  of  law 
to  the  contrary,  the  Secretary  may.  at  the 
request  or  consent  of  an  urban  Indian  orga- 
nization, revise  or  amend  any  contract  en- 
tered into  by  the  Secretary  with  such  orga- 
nization under  this  title  as  necessary  to 
carry  out  the  purposes  of  this  title, 

"(d)  In  connection  with  any  contract  en- 
tered into  pursuant  to  this  title,  the  Secre- 
tary may  permit  an  urban  Indian  organiza- 
tion to  utilize,  in  carrying  out  such  contract, 
existing  facilities  owned  by  the  Federal 
Govenunent  within  the  Secretary's  jurisdic- 
tion under  such  terms  and  conditions  as 
may  be  agreed  upon  for  the  use  and  mainte- 
nance of  such  facilities. 

"(e)  Contracts  with  urban  Indian  organi- 
zations and  regulations  adopted  pursuant  to 
this  title  shall  include  provisions  to  assure 
the  fair  and  uniform  provision  to  urban  In- 
dians of  services  and  assistance  under  such 
contracts  by  such  organizations. 

"REPORTS  AND  RECORDS 

"Sec.  507.  (a)  For  each  fiscal  year  during 
which  an  urban  Indian  organization  receives 
or  expends  funds  pursuant  to  a  contract 
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under  this  title,  such  organization  shall 
submit  to  the  Secretary  a  quarterly  report 
including— 

"(1)  in  the  case  of  a  contract  under  section 
503.  information  gathered  pursuant  to 
clauses  (10)  and  (U)  of  subsection  (a)  of 
such  section; 

"(2)  information  on  activities  conducted 
by  the  organization  pursuant  to  the  con- 
tract: 

"(3)  an  accounting  of  the  amounts  and 
purposes  for  which  Federal  funds  were  ex- 
pended: and 

(4)  such  other  information  as  the  Secre- 
tary may  request. 

(b)  The  reports  and  records  of  the  urban 
Indian  organization  with  respect  to  a  con- 
tract under  this  title  shall  be  subject  to 
audit  by  the  Secretary  and  the  Comptroller 
General  of  the  United  States. 

■(c)  The  Secretary  shall  allow  as  a  cost  of 
any  contract  entered  into  under  section  503 
the  cost  of  an  annual  private  audit  conduct- 
ed by  a  certified  public  accountant. 

"LIMITATION  ON  CONTRACT  AUTHORITY 

"Sec  508.  The  authority  of  the  Secretary 
to  enter  into  contracts  under  this  title  shall 
be  to  the  extent,  and  in  an  amount,  provid- 
ed for  in  appropriation  Acts. 

"AUTHORIZATIONS 

"Sec  509.  There  are  authorized  to  be  ap- 
propriated for  contracts  under  this  title— 
"(1)  $10,000,000  for  fiscal  year  1987, 
"(2)  $10,500,000  for  fiscal  year  1988.  and 
"(3)  $11,000,000  for  fiscal  year  1989.". 
TITLE  VI-ORGANIZATIONAL 
IMPROVEMENTS 
SEC.    601.    KST.ARI.ISHMKNT    OK    INDIAN    HEALTH 
SERVK  E     AS     AN     AliENC  Y     OK    THE 
PI  Bl.l(   HEALTH  SERVICE, 

Title  VI  (25  U.S.C,  1661)  is  amended  to 
read  as  follows: 

"TITLE  VI-ORGANIZATIONAL 

IMPROVEMENTS 

SEC.  601.  ESTABLISH.MENT  OK  THE  INDIAN  HEALTH 

SERVICE     AS     AN     A<;ENCY     OK    THE 

PI  BLK  HEALTH  SERVICE. 

(a)  Establishment.— Title  VI  is  amended 
to  read  as  follows; 

INDIAN  health  SERVICE  AS  AN  AGENCY  OF  THE 
PUBLIC  HEALTH  SERVICE 

"Sec  601.  (a)  In  order  to  more  effectively 
and  efficiently  carry  out  the  responsibilities, 
authorities,  and  functions  of  the  United 
States  to  provide  health  care  services  to  In- 
dians and  Indian  tribes,  as  is  or  may  be  pro- 
vided by  Federal  statutes  or  treaties,  there 
is  established  in  the  Office  of  the  Secretary 
of  Health  and  Human  Services  the  Office  of 
Indian  Health  Service  to  administer  all 
Indian  health  programs  and  authorities, 
such  as  personnel  and  contracting,  assigned 
to  the  Secretary  or  Surgeon  General  and  in- 
cluding programs  and  authorities  under  this 
Act;  the  Act  of  November  2.  1921  (42  Stat. 
208):  the  Act  of  August  5.  1954  (68  Stat. 
674),  as  amended;  the  Act  of  August  16,  1957 
(71  Stat.  370):  the  Indian  Self-Determina- 
tion and  Education  Assistance  Act  (Public 
Law  93-638);  and  the  Act  of  December  5. 
1979  (93  Stat.  1056). 

"(b)(1)  The  Office  shall  be  under  the  di- 
rection of  an  Assistant  Secretary  for  Indian 
Health  who,  under  the  supervision  of  the 
Secretary,  shall  be  responsible  for  the  con- 
duct and  operation  of  Indian  health  mat- 
ters, including  administrative  and  financial 
management,  personnel,  contracting,  grant- 
ing, policy  development  and  planning,  eval- 
uation, and  public  information  functions 
which  are  required  for  the  implementation 
of  such  programs  and  authorities. 
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'(2)  Notwithstanding  any  other  law,  the 
provisions  of  section  12  of  the  Act  of  June 
18.  1934  (48  Stat.  986;  25  U.S.C.  472)  shall 
apply  to  all  personnel  actions  taken  with  re- 
spect to  new  positions  created  within  the 
Service  as  a  result  of  its  establishment 
under  subsection  (a). 

"(c)  The  Assistant  Secretary  for  Indian 
Health  shall  be  appointed  by  the  President, 
by  and  with  the  advise  and  consent  of  the 
Senate,  and  shall  receive  compensation  at 
the  rate  now  or  hereafter  prescribed  by  law 
for  Assistant  Secretaries  for  Health  and 
Human  Services. 

"(d)  Section  5315  of  title  5  of  the  United 
States  Code  is  amended  by  striking  the 
phrase  Assistant  Secretaries  of  Health  and 
Human  Services  (5)'  and  inserting  in  lieu 
thereof,  the  phrase  Assistant  Secretaries 
for  Health  and  Human  Services  (6)'. 

•(e)  The  Indian  Health  Service  shall  be 
transferred  to  the  Office  of  Indian  Health 
Service  as  shall  its  personnel,  records,  equip- 
ment, and  facilities.  In  addition,  a  real 
transfer'  of  a  proportional  amount  of  staff 
services  and  funds  now  available  to  the 
Indian  Health  Service  shall  be  made  to  the 
Office.  All  transfers  must  be  accomplished 
within  9  months  of  the  date  of  enactment  of 
this  title.  The  Secretary  is  authorized  to 
waive  the  Indian  preference  laws  on  a  case- 
by-case  basis  for  temporary  transfers  in- 
volved in  implementing  this  title  during 
such  9  month  period. 

"management  INFORMATION  SYSTEM;  ACCESS 
TO  PATIENT'S  RECORDS 

"Sec  602.  (a)  The  Secretary  shall  estab- 
lish an  automated  management  information 
system  for  the  Service. 

"(b)  the  information  system  established 
under  subsection  (a)  shall  include— 

"(Da  cost  accounting  system. 

"(2)  a  patient  care  information  system  for 
each  area  served  by  the  Service,  and 

"(3)  a  privacy  component  that  protects 
the  privacy  of  patient  information  held  by, 
or  on  behalf  of.  the  Service. 

"(c)  Notwithstanding  any  other  provisions 
of  law.  each  patient  shall  have  reasonable 
access  to  the  medical  or  health  records  of 
such  patient  which  are  held  by,  or  on  behalf 
of,  the  Service. 

■"(d)(1)  The  Secretary  shall  provide— 

"(A)  all  tribes  or  tribal  organizations  pro- 
viding health  services  under  a  contract  with 
the  Service  under  the  Indian  Self-Determi- 
nation  Act.  and 

"(B)  all  urban  Indian  organizations  pro- 
viding health  services  under  a  contract  with 
the  Service  under  section  503  of  this  Act. 
automated  management  information  sys- 
tems which  meet  the  management  informa- 
tion needs  of  each  such  tribe  or  organiza- 
tion with  respect  to  the  treatment  by  the 
tribe  or  organization  of  patients  of  the  Serv- 
ice and  which  meet  the  management  infor- 
mation needs  of  the  Service. 

"(2)  The  Secretary  shall  reimburse  each 
such  tribe  or  organization  for  the  part  of 
the  cost  of  the  operation  of  a  system  provid- 
ed under  paragraph  (1)  which  is  attributa- 
ble to  the  treatment  by  the  tribe  or  organi- 
zation of  patients  of  the  Service. 

"(3)  The  Secretary  shall  provide  systems 
under  paragraph  ( 1 )  to  tribes  and  organiza- 
tions providing  health  services  in  California 
not  later  than  September  30,  1988.". 

(b)  Transfer.— All  persormel,  records, 
equipment,  facilities,  and  interests  In  prop- 
erty that  are  administered  by  the  Indian 
Health  Service  on  the  day  before  the  date 
on  which  the  amendments  made  by  this  sec- 
tion take  effect  shall  be  transferred  to  the 
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Indian  Health  Service  established  by  the 
amendment  made  by  subsection  (a)  of  this 
section. 

(c)  Indian  Preference  Laws.— The  Secre- 
tary of  Health  and  Human  Services  may 
waive  the  application  of  the  Indian  prefer- 
ence laws  on  a  case-by-case  basis  for  any 
temporary  transfer  which  is  necessary  in 
order  to  implement  the  amendments  made 
by  subsection  <a)  of  this  section  during  the  9 
month  period  beginning  on  the  date  on 
which  the  amendments  made  by  this  section 
take  effect. 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  9 
months  from  the  date  of  enactment  of  this 
Act. 

TITLE  VII-MISCELLANEOUS 
SEC.  701   l.EASIN(;  AM)  OTHER  CONTRAITS 

Section  704  (25  U.S.C.  1674)  is  amended- 

(1)  by  striking  out  ■Notwithstanding",  and 
inserting  in  lieu  thereof  "(a)  Notwithstand- 
ing", and 

(2)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection; 

"(b)  The  Secretary  may  enter  into  leases, 
contracts,  and  other  legal  agreements  with 
Indian  tribes  or  tribal  organizations  which 
hold- 

"(1)  title  to: 

■(2)  a  leasehold  interest  in:  or 
■(3)  a  beneficial  interest  in  (where  title  is 
held  by  the  United  States  in  trust  for  the 
benefit  of  a  tribe): 

facilities  used  for  the  administration  and  de- 
livery of  health  services  by  the  Indian 
Health  Service  or  by  programs  operated  by 
tribes  or  tribal  organizations  to  compensate 
such  tribes  or  tribal  organizations  for  costs 
associated  with  the  use  of  such  facilities  for 
such  purposes.  Such  costs  include  rent,  de- 
preciation based  on  the  useful  life  of  the 
building,  principal  and  interest  paid  or  ac- 
crued, operation  and  maintenance  expenses, 
and  other  expenses  determined  by  regula- 
tion to  be  allowable.". 

SEt .  702.  Jl  VEMI.E  ALCOHOL  AND  DRIG  ABl  SE. 

Section  706  (25  U.S.C.  1676)  is  amended  to 
read  as  follows: 

"JUVENILE  ALCOHOL  AND  DRUG  ABUSE 

"Sec.  706.  (a)  Within  180  days  of  the  date 
of  enactment  of  the  Indian  Health  Care 
Amendments  of  1986.  the  Secretary  shall 
enter  into  an  agreement  with  the  Secretary 
of  the  Interior  and  the  Secretary  of  Educa- 
tion to  coordinate  the  efforts  of  their  De- 
partments related  to  alcohol  and  drug  abuse 
among  Indian  juveniles.  The  agreement 
shall  provide  for  the  identification  and  co- 
ordination of  available  resources  and  pro- 
grams to  combat  Indian  juvenile  alcohol 
and  drug  abuse  through  prevention,  educa- 
tion, counseling,  and  referrals  The  Secretary 
shall  publish  such  agreement  in  the  Federal 
Register  within  30  days  after  an  agreement 
has  been  entered  into  pursuant  to  this  sub- 
section. 

•(b)  The  Secretary,  acting  through  the 
Service  and  in  consultation  and  cooperation 
with  the  Secretary  of  the  Interior  and  the 
Secretary  of  Education,  shall  develop  a  pro- 
gram to  provide  training  in— 

"(1)  preventive  education; 

"(2)  the  identification  of  juvenile  alcohol 
and  drug  abusers;  and, 

"(3)  counseling  techniques  on  juvenile  al- 
cohol and  drug  abuse.  Such  training  shall  be 
provided  to  elementary  and  secondary 
teachers  and  counselors— 

"(A)  in  schools  operated  by  the  Bureau  of 
Indian  Affairs; 

"(B)  in  schools  operated  under  contract 
with  the  Bureau  of  Indian  Affairs;  and 


•(C)  in  public  schools  on  or  near  Indian 
reservations  (including  public  schools  in 
Oklahoma  and  Alaska  with  significant  num- 
bers of  Indian  students). 
The  Service  may  provide  such  training 
either  directly  or  through  contract  with 
qualified  private  or  public  entities. 

•■(c)  The  Secretary  of  the  Interior,  acting 
through  the  Bureau  of  Indian  Affairs  and  in 
consultation  with  the  Service,  shall  review 
existing  literature  and  reports  on  juvenile 
alcohol  and  drug  abuse,  including  studies 
and  school  curricula  and  any  other  material 
relevant  to  an  understanding  of  the  problem 
of  juvenile  alcohol  and  drug  abuse,  and 
shall  make  available  the  results  of  such 
review  to  the  schools  described  in  subsection 
(b). 

•■(d)  The  Secretary  shall  establish  an 
Office  of  Alcohol  and  Drug  Abuse  within 
the  Service  which  shall  be  responsible  for 
the  administration  of  programs  and  authori- 
ties of  the  Service  in  the  field  of  alcohol  and 
drug  abuse.  The  Office  shall  have  assigned 
to  it  a  number  of  full-time  equivalent  posi- 
tions which  shall  not  be  less  than  eight  full- 
time  equivalent  positions  in  the  Central 
Office  of  the  Service  and  one  full-time 
equivalent  position  in  each  Service  area  and 
Program  Office. 

•■(e)  For  the  purpose  of  implementing  sub- 
section (b)  there  is  authorized  to  be  appro- 
priated $1, 500.000  for  each  of  the  fiscal 
years  1987  and  1988.". 

SEC.  70.1.  ARIZONA  AS  A  CONTRACT  HEALTH  SERV- 
K  E  DELIVERY  AREA;  KOR.MERLY  REC 
0<;N1ZED  TRIBES  IN  CALIKORNI.V 

Subsection  (a)  of  .section  708  (25  U.S.C. 
1678(a))  is  amended— 

(1)  by  striking  out  ■1984  '  and  inserting  in 
lieu  thereof  ■  1989'.  and 

(2)  by  striking  out  'Indians  in  such  State" 
and  inserting  in  lieu  thereof  •members  of 
federally  recognized  Indian  tribes  of  Arizo- 
na". 

SEC  704.  ELICIBILITY  OF  CAI.I>*ORSIA  INDIANS. 

Section  709  (25  U.S.C.  1679)  is  amended  to 
read  as  follows: 

"ELIGIBILITY  OF  CALIFORNIA  INDIANS 

"Sec  709.  The  following  California  Indi- 
ans shall  be  eligible  for  care  from  the  Serv- 
ice: 

■■(1)  Any  member  of  a  federally  recognized 
Indian  tribe. 

"(2)  Any  descendant  of  an  Indian  who  was 
residing  in  California  on  June  1,  1852,  but 
only  if  such  descendant— 

■•(A)  is  living  in  California, 

••(B)  is  a  member  of  the  Indian  communi- 
ty served  by  a  local  program  of  the  Service, 
and 

■(C)  is  regarded  as  an  Indian  by  the  com- 
munity in  which  such  descendant  lives. 

••(3)  Any  Indian  who  holds  trust  interests 
in  public  domain,  national  forest,  or  Indian 
reservation  allotments  in  California. 

••(4)  Any  Indian  in  California  who  is  listed 
on  the  plans  for  distribution  of  the  assets  of 
California  rancherias  and  reservations 
under  the  Act  of  August  18,  1958  (72  Stat. 
619).  and  any  descendant  of  such  an  Indian. 
Paragraph  (4)  shall  not  apply  after  Septem- 
ber 30,  1988.". 

SEC.   705.   CALIFORNIA    AS    A    CONTRACT    HEALTH 
SERVICE  DELIVERY  AREA. 

Section  710  (25  U.S.C.  1680)  is  amended  to 
read  as  follows: 

•CALIFORNIA  AS  A  CONTRACT  HEALTH  SERVICE 
DELIVERY  AREA 

•Sec  710.  The  State  of  California,  exclud- 
ing the  counties  of  Alameda,  Contra  Costa. 
Los  Angeles.  Marin,  Orange,  Sacramento, 
San  FYancisco,  San  Mateo,  and  Santa  Clara, 


shall  be  designated  as  a  contract  health 
service  delivery  area  by  the  Service  for  the 
purpwse  of  providing  contract  health  serv- 
ices to  Indians  in  such  State.". 

SEC.  70«.  CONTRACT  HEALTH  FACILITIES. 

Sec.  707.  (a)  Title  VII  is  amended  by 
adding  at  the  end  thereof  the  following  new 
section: 

•contract  HEALTH  FACILITIES 

Sec.  711.  (a)  The  Indian  Health  Service 
shall  provide  funds  for  health  care  pro- 
grams and  facilities  operated  by  tribes  and 
tribal  organizations  under  contracts  with 
the  Indian  Health  Service  under  the  Indian 
Self-Determination  Act— 

■■(1)  for  the  maintenance  and  repair  of 
clinics  owned  or  leased  by  such  tribes  or 
tribal  organizations. 

■(2)  for  employee  training. 
••(3)   for  cost-of-living   increases   for  em- 
ployees, and 

•(4)  for  any  other  expenses  relating  to  the 
provision  of  health  services,    . 
on  the  same  basis  as  such  funds  are  provid- 
ed to  programs  and  facilities  operated  di- 
rectly by  the  Indian  Health  Service. 

■•(b)  In  the  case  of  eligible  California  Indi- 
ans as  defined  by  section  709  who  are  not 
members  of  Indian  tribes  or  eligible  for 
membership  in  such  tribes,  the  Secretary 
may  not  enter  into  a  contract  to  provide 
health  services  to  such  Indians  under  sec- 
tion 103  of  the  Indian  Self-Determination 
Act  if  51  per  centum  of  the  adult  population 
of  such  Indians  object  prior  to  the  award  of 
such  contract  through  any  legally  estab- 
lished organization  of  Indians  representa- 
tive of  such  Indians,  in  which  case  the  Sec- 
retary, acting  through  the  Service,  shall 
make  alternate  arrangements  for  the  deliv- 
ery of  health  care  services  to  such  Indians. 
In  making  such  alternative  arrangements 
for  such  Indians,  the  Service  may—  ■ 

■■(1)  provide  services  directly  to  some  or  all 
of  such  Indians  through  its  own  facilities. 

■■(2)  purchase  services  for  some  or  all  of 
such  Indians  on  a  contract  basis. 

■■(3)  contract  with  a  qualified  organization 
representing  some  or  all  of  such  Indians  for 
the  provision  of  sendees  under  the  terms  of 
the  third  proviso  of  the  first  paragraph 
under  the  heading  'Secretary  "  in  the  divi- 
sion relating  to  general  provisions  of  the  Act 
of  April  30.  1908  (35  Stat.  71,  chapter  153:  25 
U.S.C.  47).  popularly  known  as  the  Buy 
Indian  Act.  or 

■•(4)  make  other  effective  arrangements 
for  the  delivery  of  health  care  services  to 
such  Indians. 

■■(c)  Nothing  in  this  section  shall  be  con- 
strued to  restrict  or  interfere  with  the  right 
of  any  Indian  tribe  to  contract  for  health 
services  on  behalf  of  its  own  members. ". 

SEC.  707.  NATIONAL  HEALTH  SERVICE  CORPS. 

(a)  National  Health  Service  Corps.— 
Title  VII.  as  amended  by  section  706  of  this 
Act.  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  section: 

"NATIONAL  HEALTH  SERVICE  CORPS 

•Sec  712.  The  SecreUry  of  Health  and 
Human  Services  shall  not— 

■•(1)  remove  a  member  of  the  National 
Health  Service  Corps  from  a  health  facility 
operated  by  the  Indian  Health  Senice  or  by 
a  tribe  or  tribal  organization  under  contract 
with  the  Indian  Health  Service  under  the 
Indian  Self-Determination  Act;  or 

••(2)  withdraw  funding  used  to  support 
such  member,  unless  the  Secretary,  acting 
through  the  Service,  has  ensured  that  the 
Indians     receiving     services     from     such 
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member  will  experience  no  reduction  in 
services. 

"(b)  Eftective  Date.— The  amendment 
made  by  subsection  (a)  of  this  section  shall 
take  effect  as  of  January  1,  1984.". 

SEC.  708.  ADDITION.AL  PROVISIONS. 

Title  VII.  as  amended  by  sections  706  and 
707  of  this  Act,  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
sections: 

"SERVICE  TO  INELIGIBLE  PERSONS 

"Sec.  713.  (a)(1)  The  Secretary,  acting 
through  the  Service,  may  provide  or  author- 
ize the  provision  of  medical  care,  treatment, 
or  benefits  by  the  Service  to  persons  who 
are  not  otherwise  eligible  for  such  services 
in  health  facilities  maintained  by  the  Serv- 
ice or  contracted  under  the  Indian  Self-De- 
termination  Act  (Public  Law  93-638)  or 
through  contract  health  care  services,  sub- 
ject to  the  limitations  of  this  section. 

"(2)  Persons  eighteen  years  of  age  or 
under  who  are  the  natural  or  adopted  chil- 
dren (including  foster-  and  step-children). 
legal  wards,  or  orphans  of  an  eligible  Indian 
person  and  who  are  not  otherwise  eligible 
for  the  medical  care,  treatment,  or  benefits 
of  the  Service  shall  be  eligible  for  all  such 
services  on  the  same  basis  and  subject  to  the 
same  rules  as  apply  to  eligible  Indians  until 
their  nineteenth  birthday.  The  existing  po- 
tential medical  needs  of  such  persons  shall 
be  taken  into  consideration  by  the  Service 
in  determining  the  need  for.  or  the  alloca- 
tion of.  its  health  resources.  Any  such 
person  who  has  been  determined  to  be  legal- 
ly incompetent  prior  to  their  nineteenth 
birthday  shall  remain  eligible  for  such  serv- 
ices until  one  year  after  the  date  such  dis- 
ability has  been  removed. 

"(3)  Non-Indian  spouses  of  eligible  Indians 
or  spouses  of  Indian  descent  who  are  not 
otherwise  eligible  for  the  medical  care, 
treatment,  or  benefits  of  the  Service  shall 
not  be  eligible  for  the  medical  care,  treat- 
ment, or  benefits  of  the  Service  unless  they 
are  made  eligible,  as  a  class,  by  an  appropri- 
ate resolution  of  the  governing  body  of  the 
relevant  Indian  tribe.  The  medical  needs  of 
persons  made  eligible  under  this  subsection 
shall  not  be  taken  into  consideration  by  the 
Service  in  determining  the  need  for.  or  allo- 
cation of.  its  health  resources. 

"(bKl)(A)  At  the  request  of  the  Indian 
tril)e  or  tribes  included  within  the  service 
area  of  any  service  unit  of  the  Service,  the 
Secretary  may  authorize  the  medical  care 
and  treatment  of  otherwise  ineligible  per- 
sons residing  within  such  service  area  in 
health  facilities  maintained  and  operated  by 
the  Service. 

"(B)  Persons  receiving  medical  care  and 
treatment  under  this  subsection  shall  be 
liable  for  the  payment  for  such  services 
under  a  fee  schedule  adopted  by  the  Secre- 
tary which,  in  the  judgment  of  the  Secre- 
tary, shall  result  in  reimbursement  in  an 
amount  not  less  than  the  actual  cost  of  pro- 
viding the  service.  Pees  collected  under  this 
subsection,  including  medicare  or  medicaid 
reimbursements  under  titles  XVIII  and  XIX 
of  the  Social  Security  Act.  shall  be  credited 
to  the  account  of  the  facility  providing  the 
service  and  shall  be  used  solely  for  the  pro- 
vision of  health  services  within  that  facility. 
Pees  collected  pursuant  to  this  subsection 
shall  be  available  for  expenditure  within 
such  facility  for  not  to  exceed  one  fiscal 
year  after  the  fiscal  year  in  which  collected. 
"(2)(A)  Except  as  provided  in  subpara- 
graph (B),  where  the  governing  body  of  an 
Indian  tribe  or.  in  the  case  of  a  multitribal 
service  area,  any  Indian  tribe  revokes  its 
concurrence  to  the  provision  of  services 
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under  paragraph  (1)(A),  the  Secretary's  au- 
thority to  provide  such  service  shall  termi- 
nate at  the  end  of  the  fiscal  year  following 
the  fiscal  year  in  which  such  revocation  was 
adopted. 

"(B)  In  California,  in  the  case  of  multitri- 
bal ser\'ice  area,  unless  51  per  centum  or 
more  of  the  Indian  tribes  in  the  service  area 
revoke  their  concurrence  to  the  provision  of 
services  under  paragraph  (1)(A).  the  author- 
ity to  provide  such  service  shall  not  be  af- 
fected. 

"(3)(A)  In  the  case  of  health  facilities  op- 
erated directly  by  the  Service,  such  medical 
care  and  treatment  may  be  provided  under 
this  subsection  only  where  the  Secretary 
and  the  affected  tribe  or  tribes  have  jointly 
determined  that— 

•(i)  the  provision  of  such  service  will  not 
result  in  a  denial  or  diminution  of  services 
to  eligible  Indian  persons;  and 

"(ii)  there  is  no  reasonable  alternative 
health  facility  or  service,  within  or  without 
the  service  unit  area,  available  to  meet  the 
medical  needs  of  such  person. 

"(B)  In  the  case  of  health  facilities  operat- 
ed under  contract  under  the  Indian  Self-De- 
termination  Act.  the  governing  body  of  the 
Indian  tribe  or  tribal  organization  providing 
health  services  under  a  contract  with  the 
Service  under  the  Indian  Self-Determina- 
tion  Act  is  authorized  to  determine  the  eligi- 
bility for  such  services  of  persons  who  are 
not  otherwise  eligible  for  such  services. 
Such  determination  shall  be  in  accordance 
with  the  requirements  of  this  section. 

"(4)  The  Service  may  continue  to  provide 
medical  care,  treatment,  and  benefits  to  per- 
sons not  provided  service  under  subsection 
(a)  or  (b)  to  achieve  stability  in  a  medical 
emergency,  to  prevent  the  spread  of  a  com- 
municable disease  or  otherwise  deal  with  a 
public  health  hazard;  to  provide  care  to  non- 
Indian  women  pregnant  with  an  eligible  In- 
dian's child  for  the  duration  of  the  pregnan- 
cy through  post  partum,  or  to  immediate 
family  members  of  an  eligible  person  where 
such  care  is  directly  related  to  the  treat- 
ment of  the  eligible  person. 

•■(5)  Hospital  privileges  in  health  facilities 
operated  and  maintained  by  the  Service  or 
operated  under  contract  under  the  Indian 
Self-Determination  Act  may  be  extended  to 
non-Service  health  care  practitioners.  Such 
non-Service  health  care  practitioners  shall 
not  be  regarded  as  employees  of  the  Federal 
Government  for  purposes  of  the  provisions 
of  title  28  of  the  United  States  Code  relat- 
ing to  Federal  tort  claims  except  in  the 
course  of  providing  services  to  eligible  per- 
sons as  a  part  of  the  conditions  under  which 
privileges  are  extended  under  this  subsec- 
tion. 

"RESTRICTIONS  ON  THE  USE  OF  INDIAN  HEALTH 
SERVICE  APPROPRIATIONS 

"Sec.  714.  (a)  Unless  otherwise  specifically 
provided,  any  restriction  placed  on  the  use 
of  appropriations  for  Indian  health  services 
shall  not  be  interpreted— 

"(1)  to  apply  to  the  use  of  funds  other 
than  such  appropriated  funds  by  an  entity 
with  a  contract  with  the  Indian  Health 
Service; 

"(2)  to  prohibit  the  support  of  litigation 
with  such  other  funds;  or 

"(3)  to  prohibit  the  promotion  of  public 
support  for  or  opposition  to  any  legislative 
proposal  with  such  other  funds. 

"(b)  The  Service  may  not  offset  or  limit 
the  amount  of  funds  obligated  to  any  entity 
under  contract  with  the  Service  because  of 
the  use  of  funds,  other  than  funds  appropri- 
ated to  the  Indian  Health  Service,  by  such 
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entity  for  the  purposes  described  in  para- 
graphs (1)  through  (3)  of  subsection  (a). 

"INFANT  AND  MATERNAL  MORTALITY 

"Sec  715.  (a)  Not  later  than  January  1, 
1987.  the  Secretary  shall  develop  and  begin 
implementation  of  a  plan  to  achieve  the  fol- 
lowing objectives  by  January  1,  1991: 

"(1)  Reduction  of  the  rate  of  Indian 
infant  mortality  in  each  Area  Office  of  the 
Service  to  twelve  deaths  per  one  thousand 
live  births  or  to  that  of  the  United  States 
population,  whichever  is  lower. 

"(2)  Reduction  of  the  rate  of  maternal 
mortality  in  each  Area  Office  of  the  Service 
to  five  deaths  per  one  hundred  thousand 
live  births  or  to  that  of  the  United  States 
population,  whichever  is  lower. 

"(b)  The  Secretary  shall  report  to  Con- 
gress on  January  1  of  each  year  beginning 
after  fiscal  year  1987  on  the  progress  that 
has  been  made  toward  achieving  the  objec- 
tives described  in  subsection  (a). 

"CONTRACT  HEALTH  SERVICES  FOR  THE  TRENTON 
SERVICE  AREA 

"Sec.  716.  The  Secretary,  acting  through 
the  Service,  is  directed  to  provide  contract 
health  services  to  members  of  the  Turtle 
Mountain  Band  of  Chippewa  Indians  that 
reside  in  the  Trenton  Service  Area  of 
Divide.  McKenzie.  and  Williams  counties  of 
North  Dakota  and  the  adjoining  counties  of 
Richland.  Roosevelt,  and  Sheridan  in  the 
State  of  Montana.". 

SEC.  709.  I.NDIA.V  HEALTH  SERVICE  AND  VETERANS- 
ADMINISTRATION  HEALTH  FACILI- 
TIES AND  SERVU  ES  SHARING. 

Title  VII.  as  amended  by  sections  706.  707. 
and  708  of  this  Act.  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
sections: 

"INDIAN  HEALTH  SERVICE  AND  VETERANS'  AD- 
MINISTRATION HEALTH  FACILITIES  AND  SERV- 
ICES SHARING 

"Sec  717.  (a)  The  Secretary  shall  examine 
the  feasibility  of  entering  into  an  arrange- 
ment for  the  sharing  of  medical  facilities 
and  services  between  the  Indian  Health 
Service  and  the  Veterans'  Administration 
and  shall,  in  accordance  with  subsection  (b). 
prepare  a  report  on  the  feasibility  of  such 
an  arrangement  and  submit  such  report  to 
the  Congress  not  later  than  September  30 
1987. 

"(b)  The  Secretary  may  not  make  any  rec- 
ommendation under  subsection  (a)  nor  take 
any  action  under  subchapter  IV  of  part  VI 
of  title  38.  United  States  Code  which  would 
impair- 
ed) the  priority  access  of  any  Indian  to 
health  care  services  provided  through  the 
Indian  Health  Service; 

"(2)  the  quality  of  health  care  services 
provided  to  any  Indian  through  the  Indian 
health  Service; 

"(3)  the  priority  access  of  any  veteran  to 
health  care  services  provided  by  the  veter- 
ans" Administration; 

"•(4)  the  quality  of  health  care  services 
provided  to  any  veteran  by  the  Veterans' 
Administration; 

"(5)  the  eligibility  of  any  Indian  person  to 
receive  health  services  through  the  Indian 
Health  Service;  or 

"(6)  the  eligibility  of  any  Indian  person 
who  is  a  Veteran,  to  receive  health  services 
through  the  Veterans"  Administration. 

"NAVAJO  ALCOHOL  REHABILITATION 
DEMONSTRATION  PROGRAM 

"Sec  718.  (a)  The  Secretary  shall  make 
grants  to  the  Navajo  tribe  to  establish  a 
demonstration  program  in  the  city  of 
Gallup.  New  Mexico,  to  rehabilitate  adult 
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Navajo  Indians  suffering  from  alcoholism  or 
alcohol  abuse. 

"(b)  The  Secretary,  acting  through  the 
National  Institute  on  Alcohol  Abuse  and  Al- 
coholism, shall  evaluate  the  program  estab- 
lished under  subsection  (a)  and  submit  a 
report  on  such  evaluation  to  the  Appropri- 
ate Committees  of  Congress  by  January  1, 
1990. 

■■(c)(1)  There  is  authorized  to  be  appropri- 
ated for  the  purposes  of  this  section 
$400,000  for  each  of  the  fiscal  years  1988 
and  1989. 

■■(2)  Not  more  than  10  percent  of  the 
funds  appropriated  under  paragraph  (1)  for 
any  fiscal  year  may  be  used  for  administra- 
tive purposes. 

■'STUDY  OF  HEALTH  CARE  NEEDS  OF  NATIVE  HA- 
WAIIANS  AND  OTHER  NATIVE  PACIFIC  ISLAND- 
ERS 

"Sec  719.  (a)(1)  The  Secretary  shall  con- 
duct a  study  of  the  physical  and  mental 
health  care  needs  of  Native  Hawaiians  and 
other  Native  American  Pacific  Islanders. 

"(2)  In  conducting  the  study  required 
under  paragraph  (1).  the  Secretary  shall 
consult  with  the  Commissioner  of  the  Ad- 
ministration for  Native  Americans,  the  Ad- 
ministrator of  the  Alcohol,  Drug  Abuse,  and 
Mental  Health  Administration,  the  Director 
of  the  Indian  Health  Service,  leaders  in  the 
field  of  health  care,  and  representatives  of 
Native  Hawaiians  and  other  Native  Ameri- 
can Pacific  Islanders. 

'  (b)  By  no  later  than  the  date  that  is  1 
year  after  the  date  of  enactment  of  the 
Indian  Health  Care  Amendments  of  1986. 
the  Secretary  shall  submit  to  the  Congress  a 
report  on  the  study  conducted  under  subsec- 
tion (a).  Such  report  shall  include— 

'■(1)  an  assessment  of  the  access  of.  and 
barriers  to.  Native  Hawaiians  and  other 
Native  American  Pacific  Islanders  in  receiv- 
ing physical  and  mental  health  care  serv- 
ices, 

"(2)  an  assessment  of  the  physical  and 
mental  health  care  needs  of  Native  Hawai- 
ians and  other  Native  American  Pacific  Is- 
landers, and 

•■(3>  specific  recommendations  for  the  de- 
velopment of  a  national  strategy  to  address 
such  needs.". 

SEC.  710.  DEFINITIONS. 

Section  4  (25  U.S.C.  1603)  is  amended  by 
striking  out  subsections  (i),  (j),  and  (k),  and 
by  inserting  in  lieu  thereof  the  following 
new  subsections: 

■■(i)  ■Area  Office'  means  an  administrative 
entity  including  a  program  office,  within 
the  Indian  Health  Service  through  which 
services  and  funds  are  provided  to  the  serv- 
ice units  within  a  defined  geographical  area; 
and 

■•(j)  Service  Unit'  means  an  administrative 
entity  within  the  Indian  Health  Service  or  a 
tribe  or  tribal  organization  operating  health 
care  programs  or  facilities  with  funds  from 
the  Service  under  the  Indian  Self-Determi- 
nation  Act  through  which  services  are  pro- 
vided, directly  and  by  contract,  to  the  eligi- 
ble Indian  population  within  a  defined  geo- 
graphic area. 

"(k)  Native  Hawaiian'  means  any  individ- 
ual who  has  any  ancestors  that  were  na- 
tives, prior  to  1778,  of  the  area  that  now 
comprises  the  State  of  Hawaii. 

"(1)  Native  American  Pacific  Islander' 
means— 

"(2)  any  Native  Hawaiian, 

"(2)  any  of  the  indigenous  people  residing 
in  Guam.  American  Samoa,  the  Trust  Terri- 
tory of  the  Pacific  Islands,  or  the  Northern 
Mariana  Islands;  or 


"(3)  any  individual  whose  direct  ancestors 
are  from  Guam.  American  Samoa,  the  Trust 
Territory  of  the  Pacific  Islands,  or  the 
Northern  Mariana  Islands. ". 

Mr.  NIELSON  of  Utah  (during  the 
reading).  Mr.  Chairman,  I  ask  unani- 
mous consent  that  the  amendment  in 
the  nature  of  a  substitute  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Utah? 
There  was  no  objection. 
Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, this  amendment  in  the  nature  of 
a  substitute  is  essentially  the  bill 
which  we  voted  on  in  April  of  this 
year.  It  passed  in  the  House  by  263  to 
241.  that  is,  it  got  263  votes  to  241, 
which  was  some  6  votes  less  than  it 
would  have  needed  to  pass  under  sus- 
pension; nevertheless.  263  of  our 
number  voted  for  this  bill  as  presented 
at  that  time. 

Mr.  Chairman,  as  has  been  said  ear- 
lier, we  are  all  in  favor  of  having  good 
Indian  health  care.  We  want  to  have 
the  maximum  return  for  our  dollar; 
however,  the  present  bill  calls  for 
some  $212  million  over  a  3-year  period, 
plus  another  $82  million  for  fiscal  year 
1990. 

The  bill  we  voted  on  in  April  this 
year  had  $99.3  million,  so  this  is  $122 
million  more  than  the  bill  we  voted  on 
in  April  this  year.  By  failing  to  pass  it 
on  suspension,  we  now  have  a  bill 
before  us  which  is  $120  million  more 
than  we  had  in  April. 

In  my  view  it  was  a  mistake  not  to 
vote  for  that  bill  in  April,  because  it 
would  have  saved  a  considerable 
amount  of  money.  It  preserved  the 
manpower  requirements.  It  froze  the 
services.  It  froze  the  facilities.  It  left 
the  Medicaid  and  Medicare  and  it 
froze  the  urban  program. 

The  total  bill  at  that  time  was  ap- 
proximately $20  million  for  the  first 
fiscal  year  1987  and  approximately  $35 
million  for  each  of  the  next  fiscal 
years  1988  and  1989. 

This  bill  will  provide  a  fairly  good  in- 
crease in  Indian  health  care  services, 
approximately  a  15-percent  increase 
each  year,  which  adds  to  a  total  in- 
crease of  50  percent  by  the  fiscal  year 
1989.  This  is  a  healthy  increase  in 
years  when  we  have  very  few  budget 
dollars. 

It  also  has  I  believe  some  protections 
because  Indian  health  care  is  one  of 
those  which  is  protected  from  Gramm- 
Rudman  cuts.  That  being  the  case, 
they  are  assured  of  the  dollars  which 
are  appropriated  to  them. 

■We  have  had  some  amendments  to 
the  bill  before  us,  H.R.  5222,  and  some 
of  those  amendments  were  in  the  right 
direction.  I  think  the  last  amendment 
by  the  gentleman  from  Arizona  [Mr. 
McCain]  was  in  the  wrong  direction; 
nevertheless,  the  bill  before  us,  regard- 


less of  those  amendments,  is  way  too 
expensive. 

The  President  vetoed  a  bill  less  ex- 
pensive than  H.R.  5222  on  the  basis  of 
cost.  I  think  he  will  sign  a  bill  with 
$99.3  million. 

As  stated  earlier,  we  have  a  bill  that 
we  need  to  get  passed.  It  needs  to  be 
reauthorized.  We  need  to  take  care  of 
the  Indian  health  care  programs  in  an 
economical  way.  This  bill  basically 
does  that  and  in  the  process  saves  $120 
million  in  a  3-year  period  of  time,  plus 
another  $82  million  in  the  fiscal  year 
1990. 

It  is  responsible.  It  continues  the 
good  programs  which  have  been  suc- 
cessful. It  preserves  the  urban  pro- 
gram which  has  been  successful.  It 
preserves  the  manpower  program.  It 
provides  for  Medicaid  and  Medicare 
studies  and  in  general  it  does  what 
needs  to  be  done  in  the  Indian  health 
care  field  in  a  manner  consistent  with 
the  budget  realities  we  have  facing  us 
at  the  present  time. 

I  hope  you  will  support  the  amend- 
ment in  the  nature  of  a  substitute. 

Mr.  McCAIN.  Mr.  Chairman.  I  rise 
in  opposition  to  the  substitute  amend- 
ment. I  reluctantly  oppose  the  substi- 
tute. 

We  have  a  carefully  crafted  bill 
here.  It  is  a  bill  that  is  the  subject  of 
great  compromise. 

Just  let  me  say  also.  Mr.  Chairman, 
the  most  dramatically  growing  popula- 
tion in  America  today  is  our  Indism 
population.  Over  half  the  population 
of  the  Indian  country  in  America  is 
below  the  age  of  18.  The  demand  for 
health  care  services  and  the  dramatic 
increase,  not  decrease,  in  fact  many  of 
the  budget  reductions  that  have  been 
enacted  over  the  last  5  years  have  dra- 
matically affected  our  Indian  popula- 
tion. 

I  believe  that  this  bill  now  that  the 
McCain  amendment  was  passed  will  be 
accepted  by  the  administration.  I 
think  we  will  fulfill  the  obligation  that 
was  the  subject  of  treaties  and  agree- 
ments for  the  last  200  years  between 
the  U.S.  Government  and  our  Indian 
population. 

For  those  reasons.  I  reluctantly,  al- 
though respectfully,  oppose  the  substi- 
tute amendment  offered  by  my  col- 
league and  friend,  the  gentleman  from 
Utah  [Mr.  Nielson]. 

Mr.  UDALL.  Mr.  Chairman.  I  move 
to  strike  the  last  word. 

Mr.  Chairman,  this  is  the  last 
amendment  of  which  I  am  aware  and 
we  should  be  finishing  up  shortly  if  we 
dispose  of  this  amendment. 

This  bill  today  has  been  in  the  juris- 
diction of  two  committees,  the  Energy 
and  Conunerce  Committee  and  the  In- 
terior and  Insular  Affairs  Committee. 

Mr.  Chairman.  I  rise  in  strong  oppo- 
sition to  this  proposed  substitute.  As 
the  gentleman  notes,  the  substitute 
contains  the  text  of  H.R.  4600  which  I 
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introduced.  This  bill  failed  of  passage 
on  suspension  of  the  rules  in  April  of 
this  year. 

H.R.  4600  was  specifically  developed 
as  a  suspension  vehicle  in  order  to  ac- 
commodate members  who  felt  that 
this  important  legislation  should  be 
expedited.  In  order  to  qualify  for  con- 
sideration under  suspension,  the  total 
cost  of  that  bill  was  reduced  below 
$100,000,000.  This  was  accomplished 
not  primarily  by  reducing  the  authori- 
zation levels  of  the  various  programs, 
but  by  reducing  the  years  of  authori- 
zation. 

I  reluctantly  agreed  to  bring  the  leg- 
islation to  the  floor  under  suspension. 
It  failed  on  suspension  not  because 
many  Members  opposed  the  legisla- 
tion, but  because  many  supporters  of 
H.R.  1426  disagreed  with  the  reduction 
in  funding  levels  and  funding  years. 

Mr.  Chairman,  H.R.  1426,  as  brought 
to  the  House  under  the  rule,  is  better 
legislation  and  I  urge  the  defeat  of 
.,  this  substitute. 

Mr.  AKAKA.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  UDALL.  I  yield  to  the  gentle- 
man from  Hawaii. 

Mr.  AKAKA.  Mr.  Chairman,  I  rise  in 
strong  support  of  H.R.  1426,  the 
Indian  Health  Care  Amendments,  and 
1  urge  my  colleagues  to  do  the  same. 

The  purpose  of  this  bill,  Mr.  Speak- 
er, is  to  address  the  severe  health 
needs  of  the  Indian  people  of  our 
Nation.  And,  well  we  should. 

When  the  Indian  Health  Care  Im- 
provement Act  of  1976  was  passed,  it 
was  done  for  the  primary  reason  of 
raising  the  health  status  of  American 
Indians  and  Alaska  Natives  to  a  level 
at  parity  with  that  of  the  general  U.S. 
population.  That  measure  was  passed 
because  Congress  recognized  that  the 
Federal  Government  has  an  historical 
and  unique  legal  relationship  with, 
and  a  resulting  responsibility  to. 
Indian  tribes  and  their  members. 

Ten  years  later,  while  advances  have 
been  made  in  promoting  the  aims  of 
that  act,  the  task  of  providing  ade- 
quate services  to  achieve  those  aims 
has  not  yet  been  met. 

Indeed,  the  health  status  of  Indians 
continues  to  be  poorer  than  that  of 
the  U.S.  population  in  general.  Com- 
pared to  all  Americans,  for  example, 
the  1980  age-adjusted  tuberculosis 
death  rate  for  American  Indians  and 
Alasks  Natives  was  six  times  greater 
than  that  for  the  general  U.S.  popula- 
tion. Statistics  on  the  influenza  and 
pneumonia  death  rate  were  no  less  sig- 
nificant: 1.6  times  as  great. 

Clearly,  if  the  success  of  a  society  is 
measured  by  the  welfare  of  its  citizens, 
then  America,  most  assuredly,  has  a 
long  way  to  go  before  it  can  be  de- 
scribed as  successful. 

It  is  incumbent  upon  each  and  every 
one  of  us  today  to  recognize  the  re- 
sponsibility which  is  before  us.  We 
must,  as  keepers  of  the  traditions  of 


our  coimtry,  ensure  continuity  in  our 
policy  of  providing  needed  health  serv- 
ices to  American  Indians,  a  policy 
which  dates  back  to  as  early  as  1802. 
H.R.  1426  helps  us  to  meet  our  obliga- 
tion. 

There  are  those  who  would  have  us 
believe  that  this  bill  is  excessive,  over- 
expansive  and  burdensome.  I  simply 
do  not  agree.  In  fact,  I  believe  that 
H.R.  1426  is  a  modest  effort  to  address 
the  need  for  additional  health  serv- 
ices, facilities,  and  the  like,  in  an  envi- 
ronment of  fiscal  conservatism. 

I  want  to  compliment  Chairman 
Udall  and  Chairman  Waxman  for 
their  work  on  this  measure.  They  have 
fought  an  uphill  battle  this  year,  and 
it  is  time  for  us  to  lend  them  a  hand. 

I  urge  the  adoption  of  this  bill. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  in  the  nature  of  a  sub- 
stitute offered  by  the  gentleman  from 
Utah  [Mr.  Nielson]. 

The  question  was  taken;  and  the 
Chairman  announced  that  the  noes 
appeared  to  have  it. 

RECORDED  VOTE 

Mr.  NIELSON  of  Utah.  Mr.  Chair- 
man, I  demand  a  recorded  vote. 

A  recorded  vote  was  ordered. 

The   vote   was   taken   by   electronic 
device,  and  there  were— ayes  127,  noes 
253,  not  voting  51,  as  follows: 
[Roll  No.  395] 
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Archer 

Armey 

Badham 

Bartlett 

Barton 

Bateman 

Bentley 

Bevill 

Bilirakis 

Bliley 

Boulter 

Broomfield 

BrowTi  (CO) 

Burton  (IN) 

Byron 

Carr 

Chapman 

Chappie 

Chnger 

Coats 

Cobey 

Coble 

Coleman  (MO) 

Combest 

Coughlin 

Courier 

Craig 

Crane 

Daniel 

Dannemeyer 

DeLay 

DioGuardi 

Dornjui  (CA) 

Dreier 

Duncan 

Eckert  (NY) 

Edwards  (OK) 

Emerson 

Erdreich 

Pawell 

Fields 

Flippo 

Franklin 


Ackerman 
Akaka 

Alexander 


AYES- 127 

Prenzel 

Gallo 

Gekas 

Gingrich 

Goodling_ 

Gregg 

Hall.  Ralph 

Hansen 

Henry 

Hiler 

Hillis 

Holt 

Hopkins 

Hubbard 

Hunter 

Hyde 

Johnson 

Kasich 

Kolbe 

Latta 

Leach  (lA) 

Lent 

Lightfoot 

Lloyd 

Loeffler 

Lott 

Lowery  (CA) 

Lujan 

Lungren 

Mack 

Madigan 

Martin  (ID 

McCandless 

McDade 

McEwen 

Michel 

Miller  (OH) 

Moorhead 

Murphy 

Myers 

Nichols 

Nielson 

Oxiey 

NOES— 253 

Anderson 

Andrews 

Annunzio 


Parris 

Porter 

Ray 

Regula 

Rinaldo 

Ritter 

Roberts 

Robinson 

Roemer 

Rogers 

Roukema 

Rowland  (CT) 

Sax  ton 

Schulze 

Sensenbrenner 

Shaw 

Shumway 

Shuster 

Siljander 

Slaughter 

Smith  (NE) 

Smith.  Denny 
(OR) 

Smith.  Robert 

(NH) 
Snyder 
Solomon 
Spence 
Stangeland 
Stenholm 
Stump 
Sundquist 
Swindall 
Tauke 
Taylor 
Thomas  (CA) 
Vander  Jagt 
Vucanovich 
Walker 
Weber 
Wylie 
Young (PL) 
Zschau 


AuCoin 

Barnes 

Bates 

Bedell 

Beilenson 

Bennett 

Bereuter 

Berman 

Biaggi 

Boehlert 

Boggs 

Boner  (TN) 

Bonker 

Borski 

Bosco 

Boucher 

Boxer 

Br(X)ks 

Brown  (CA) 

Bruce 

Bryant 

Bustamante 

Carney 

Carper 

Chandler 

Chappell 

Clay 

Coelho 

Coleman  (TX) 

Collins 

Conte 

Cooper 

Coyne 

Darden 

Daschle 

Davis 

de  la  Garza 

Derrick 

DeWine 

Dicks 

Donnelly 

Dorgan  (NDj 

Dowdy 

Downey 

Durbin 

Dwyer_ 

Dymaliy 

Dyson 

Eckan(OH) 

Edgar 

Edwards  (CA) 

English 

Evans (lA) 

Evans  (ID 

Fascell 

Fazio 

Feighan 

Fiedler 

Pish 

Florio 

Poglietta 

Foley 

Ford  (MI) 

Prank 

Frost 

Fuqua 

Garcia 

Gaydos 

Gejdenson 

Gibbons 

Oilman 

Glickman 

Gonzalez 

Gordon 

Gradison 

Gray  (ID 

Gray  (PA) 

Green 

Guarini 

Gunderson 

Hall  (OH) 

Hamilton 


Anthony 

Aspin 

Atkins 


Applegate 

Barnard 

Boland 

Bonior  (MI) 

Breaux 

Burton  (CA) 

Callahan 

Campbell 

Cheney 

Conyers 

Crockett 


Hammerschmidt 

Hatcher 

Hayes 

Hefner 

Hendon 

Horton 

Howard 

Hoyer 

Huckaby 

Hughes 

Hutto 

Jacobs 

Jeffords 

Jenkins 

Jones  (NO 

Jones  (OK) 

Jones  (TN) 

Kanjorski 

Kaptur 

Kastenmeier 

Kennelly 

Kildee 

Kleczka 

Kolter 

Kostmayer 

Kramer 

LaPalce 

Lagomarsino 

Lantos 

Leath  (TX) 

Lehman  (CA) 

I^evin  (MI) 

Lcvine  (CA) 

Lewis  (PL) 

Lipinski 

Long 

Lowry  (WA) 

Luken 

Lundine 

MacKay 

Markey 

Marlenee 

Martin  (NY) 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCain 

McCloskey 

McCollum 

McCurdy 

McGrath 

McHugh 

McKernan 

McKinney 

McMillan 

Meyers 

Mica 

Mikulski 

Miller  (CA) 

Miller  (WA) 

Mineta 

Mitchell 

Moakley 

Molinari 

Mollohan 

Montgomery 

Moody 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Murtha 

Natcher 

Neal 

Nelson 

Oakar 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Panetta 


Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Petri 

Pickle 

Price 

Pursell 

Rahall 

Reid 

Richardson 

Ridge 

Rodino 

Roe 

Rose 

Rostenkowski 

Roth 

Rowland  (GA) 

Roybal 

Sabo 

Savage 

Scheuer 

Schneider 

Schroeder 

Schumer 

Seiberling 

Sharp 

Sikorski 
Sisisky 
Skeen 
Skelton 
Slattery 
Smith  (PL) 
Smith  (lA) 
Smith  (NJ) 
Smith.  Robert 

(OR) 
Snowe 
Solarz 
Spratt 
St  Germain 
Staggers 
Stallings 
Strang 
Studds 
Swift 
Synar 
Tallon 
Tauzin 
Thomas  (GA) 
Torres 
Torricelli 
Towns 
Traf  leant 
Traxler 
Udall 
Valentine 
Vento 
Visclosky 
Volkmer 
Walgren 
Watkins 
Waxman 
Weaver 
Weiss 
Wheat 
Whitley 
Whittaker 
Whitten 
Williams 
Wirth 
Wise 
Wolf 
Wolpe 
Wortley 
Wright 
Wyden 
Yates 

Young  (AK) 
Young  (MO) 


NOT  VOTING-51 


Daub 

Dellums 

Dickinson 

Dingell 

Dixon 

Early 

Ford  (TN) 

Fowler 

Gephardt 

Grotberg 

Hartnett 


Hawkins 

Hertel 

Ireland 

Kemp 

Kindness 

Lehman  (PL) 

Leland 

Lewis  (CA) 

Livingston 

Man  ton 

Monson 


UMI 
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Moore 

Nowak 

Packard 

Quillen 

Rangel 

Rudd 


Russo 

Schaefer 

Schuetle 

Shelby 

Stark 

Stokes 


Stratton 

Sweeney 

Waldon 

Whilehurst 

Wilson 

Yatron 


D  1745 


The  Clerk  announced  the  following 
pair: 

On  this  vote: 

Mr.  Campbell  for,  with  Mr.  Dellums 
against. 

Ms.  FIEDLER  and  Mr.  SPRATT 
changed  their  votes  from  "aye"  to 
"no." 

Mr.  WEBER,  Mrs.  LLOYD,  and  Mr. 
ROEMER  changed  their  votes  from 
"no"  to  "aye." 

So  the  amendment  in  the  nature  of 
a  substitute  was  rejected. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  in  the  nature  of  a  sub- 
stitute, as  amended. 

The  amendment  in  the  nature  of  a 
substitute,  as  amended,  was  agreed  to. 

The  CHAIRMAN.  Under  the  rule, 
the  Committee  rises. 

Accordingly  the  Committee  rose; 
and  the  Speaker  pro  tempore  tMr. 
Moakley]  having  assumed  the  chair, 
Mr.  Anthony.  Chairman  of  the  Com- 
mittee of  the  Whole  House  on  the 
State  of  the  Union,  reported  that  that 
committee,  having  had  under  consider- 
ation the  bill  (H.R.  1426)  to  reauthor- 
ize and  amend  the  Indian  Health  Care 
Improvement  Act.  and  for  other  pur- 
poses, pursuant  to  House  Resolution 
528,  he  reported  the  bill  back  to  the 
House  with  an  amendment  adopted  by 
the  Committee  of  the  Whole. 

The  SPEAKER  pro  tempore.  Under 
the  rule,  the  previous  question  is  or- 
dered. 

Is  a  separate  vote  demanded  on  any 
amendment  to  the  amendment  in  the 
nature  of  a  substitute  adopted  by  the 
Committee  of  the  Whole?  If  not.  the 
question  is  on  the  amendment. 

The  amendment  was  agreed  to. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  engrossment  and 
third  reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read 
the  third  time. 

The   SPEAKER   pro   tempore.   The 

question  is  on  the  passage  of  the  bill. 

The   question   was   taken;   and   the 

Speaker  pro  tempore  armounced  that 

the  ayes  appeared  to  have  it. 

RECORDED  VOTE 

Mr.  WALKER.  Mr.  Speaker.  I 
demand  a  recorded  vote. 

A  recorded  vote  was  ordered. 

The  vote  was  taken  by  electronic 
device,  and  there  were— ayes  308.  noes 
70,  answered  "present"  1,  not  voting 
52,  as  follows: 


Ackerman 

Akaka 

Alexander 

Anderson 

Andrews 

Annunzio 

Anthony 

Applegate 

Aspin 

Atkins 

AuCoin 

Barnes 

Bateman 

Bates 

Bedell 

Beilenson 

Bennett 

Bentley 

Bereuter 

Berman 

Bevill 

Biaggi 

Bilirakis 

Bliley 

Boehlert 

Boggs 

Boner  (TN) 

Bonier  (MI) 

Bonker 

Borski 

Bosco 

Boucher 

Boxer 

Brooks 

Broomfield 

Brown  (CA) 

Bruce 

Bryant 

Buslamante 

Carney 

Carper 

Carr 

Chandler 

Chappell 

Chappie 

Clay 

dinger 

Coats 

Coble 

Coelho 

Coleman  (MO; 

Coleman  (TX) 

Collins 

Conte 

Cooper 

Coughlin 

Courter 

Coyne 

Darden 

Daschle 

Davis 

de  la  Garza 

Derrick 

DeWine 

Dicks 

DioGuardi 

Donnelly 

Dorgan  (ND) 

Downey 

Duncan 

Durbin 

Dwyer 

Dymally 

Eckart  (OH) 

Edgar 

Edwards  (CA) 

Edwards  (OK) 

Emerson 

English 

Erdreich 

Evans  (lA) 

Evans  (ID 

Pascell 

Fazio 

Feighan 

Fiedler 

PUh 

Flippo 

norio 

Foglietta 

Foley 

Ford  (MI) 

Prank 


[Roll  No.  3961 

AYES-308 

Franklin 

Frenzel 

Frost 

Fuqua 

Gallo 

Garcia 

Gaydos 

Gejdenson 

Gibbons 

Oilman 

Gingrich 

Glickman 

Gonzalez 

Gordon 

Gradison 

Gray  (ID 

Gray  (PA) 

Green 

Guarini 

Gunderson 

Hall  (OH) 

Hamilton 

Hammerschmidt 

Hatcher 

Hayes 

Hefner 

Hendon 

Hiler 

Horton 

Howard 

Hoyer 

Huckaby 

Hughes 

Hunter 

Hut  to 

Jacobs 

Jeffords 

Jenkins 

Jones  (NO 

Jones  (OK) 

Jones  (TN) 

Kanjorski 

Kaplur 

Kasich 

Kastenmeier 

Kennelly 

Kildee 

Kleczka 

Kolbe 

Kolter 

Kostmayer 

Kramer 

LaFalce 

Lagomarsino 

Lantos 

Leath  (TX) 

Lehman  (CA) 

Levin  (MI) 

Levine  (CA) 

Lewis  (FL) 

Lipinski 

Uoyd 

Long 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

MacKay 

Markey 

Martin  (NY) 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCain 

McCloskey 

McCollum 

McCurdy 

McDade 

McGrath 

McHugh 

McKeman 

McKinney 

McMillan 

Meyers 

Mica 

Mikulski 

Miller  (CA) 

Miller  (WA) 

Mineta 

Mitchell 

Moakley 

Molinari 


Mollohan 

Montgomery 

Moody 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Murphy 

Murtha 

Myers 

Natcher 

Neal 

Nelson 

Nichols 

Nowak 

Oakar 

Oberstar 

Obey 

Ortiz 

Owens 

Panel  ta 

Parns 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Petri 

Pickle 

Porter 

Price 

Pursell 

Rahall 

Regula 

Reid 

Richardson 

Ridge 

Rinaldo 

Roberts 

Rodino 

Roe 

Rose 

Rostenkowski 

Roth 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Sabo 

Savage 

Saxton 

Scheuer 

Schneider 

Schroeder 

Schulze 

Schumer 

Seiberling 

Sharp 

Shaw 

Shelby 

Sikorski 

Siljander 

Sisisky 

Skcen 

Skelton 

Slattery 

Smith  (FL) 

Smith  (lA) 

Smith  (NJ) 

Smith.  Robert 

(OR) 
Snowe 
Solarz 
Spence 
Spratt 
St  Germain 
Staggers 
Stallings 
Stangeland 
Strang 
Studds 
Sundquist 
Swift 
Synar 
Tallon 
Tauzin 
Taylor 
Thomas  (CA) 
Thomas  (GA) 
Torres 
Torricelli 

TOWTIS 

Traficant 

Traxler 

Udall 


Valentine 

Vander  Jagt 

Vento 

Visclosky 

Volkmer 

Vucanovich 

Walgren 

Watkins 

Waxman 

Weaver 


Archer 

Armey 

Bad  ham 

Barllett 

Boulter 

Brown  (CO) 

Burton  (IN) 

Byron 

Col)ey 

Combest 

Craig 

Crane 

Daniel 

Dannemeyer 

Daub 

DeLay 

Dornan  (CA) 

Dreier 

Dyson 

Eckert  (NY) 

Fawell 

Fields 

Gekas 

Goodling 


Weber 

Weiss 

Wheat 

Whitley 

Whittaker 

Whitten 

Williams 

Wirth 

Wise 

Wolf 

NOES-70 

Gregg 

Hall.  Ralph 

Hansen 

Henry 

Hillis 

Holt 

Hopkins 

Hubbard 

Hyde 

Johnson 

Latta 

Leach  (lA) 

Lightfoot 

Loeffler 

Lot  I 

Lowery    CA) 

Lungren 

Mack 

Madigan 

Martin  (ID 

McCandless 

McEwen 

Michel 

Miller  (OH) 


Wolpe 
Wortley 
Wright 
Wyden    . 
Wylie 
Yates 

Young  (AK) 
Young (FL) 
Young  (MO) 
Zschau 


Moorhead 

Nielson 

Olin 

Oxley 

Ray 

Ritter 

Robinson 

Roemer 

Rogers 

Sensenbrenner 

Shusl<r 

Slaughter 

Smith  'NE) 

Smith  Denny 

(OR; 
Smith.  Robert 

(NH) 
Snyder 
Solomon 
Sienholm 
Slump 
Swindall 
Tauke 
Walker 


ANSWERED    PRESENT "-1 
Roukema 


NOT  VOTING-52 


Barnard 

Barton 

Boland 

Breaux 

Burton  (CA) 

Callahan 

Campbell 

Chapman 

Cheney 

Conyers 

Crockett 

Dellums 

Dickinson 

Dingell 

Dixon 

Dowdy 

Early 

Ford  (TN) 


Fowler 

Gephardt 

Grol  berg 

Hartnett 

Hawkins 

Herlel 

Ireland 

Kemp 

Kindness 

Lehman  (FL) 

Leiand 

Lent 

Lewis  (CA) 

Livingston 

Man  ton 

Marlenee 

Monson 

Moore 


Packard 

Quilien 

Rangel 

Rudd 

Russo 

Schaefer 

Schuette 

Shumway 

Stark 

Stokes 

Stration 

Sweeney 

Waldon 

Whilehurst 

Wilson 

Yatron 


n  1805 

The  Clerk  announced  the  following 
pair: 

On  this  vote: 

Mr.  Dellums  for.  with  Mr.  Campbell 
against. 

Mr.  LEACH  of  Iowa  changed  his 
vote  from  "aye"  to  "no." 

So  the  bill  was  passed. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  SEIBERLING.  Mr.  Speaker,  I 
ask  unanimous  consent  that  all  Mem- 
bers may  have  5  legislative  days  in 
which  to  revise  and  extend  their  re- 
marks on  the  bill  just  passed. 

The  SPEAKER  pro  tempore  (Mr. 
MoAKLEY).  Is  there  objection  to  the  re- 
quest of  the  gentleman  from  Ohio? 

There  was  no  objection. 
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PERSONAL  EXPLANATION 

Mrs.  ROUKEMA.  Mr.  Speaker,  on 
the  vote  on  final  passage  of  H.R.  1426, 
the  Indian  health  care  amendments 
bill,  I  miscast  my  vote  as  "present."  I 
meant  it  to  be  "aye". 


REPORT  ON  RESOLUTION  PRO- 
VIDING FOR  CONSIDERATION 
OF  H.R.  4300,  PARENTAL  AND 
MEDICAL  LEAVE  ACT  OF  1986 

Mr.  BONIOR  of  Michigan,  from  the 
Committee  on  Rules,  submitted  a  priv- 
ileged report  (Rept.  No.  99-838)  on  the 
resolution  (H.  Res.  552)  providing  for 
the  consideration  of  the  bill  <H.R. 
4300)  to  entitle  employees  to  parental 
leave  in  cases  involving  the  birth, 
adoption,  or  serious  health  condition 
of  a  son  or  daughter  and  temporary 
medical  leave  in  cases  involving  inabil- 
ity to  work  because  of  a  serious  health 
condition,  with  adequate  protection  of 
the  employees'  employment  and  bene- 
fit rights,  and  to  establish  a  commis- 
sion to  study  ways  of  providing  salary 
replacement  for  employees  who  take 
any  such  leave,  which  Wcis  referred  to 
the  House  Calendar  and  ordered  to  be 
printed. 


REPORT  ON  RESOLUTION  PRO- 
VIDING FOR  CONSIDERATION 
OF  H.R.  5495.  NATIONAL  AERO- 
NAUTICS AND  SPACE  ADMINIS- 
TRATION AUTHORIZATIONS 

Mr.  BONIOR  of  Michigan,  from  the 
Committee  on  Rules,  submitted  a  priv- 
ileged report  (Rept.  No.  99-839)  on  the 
resolution  (H.  Res.  553'  providing  for 
the  consideration  of  the  bill  (H.R. 
5495)  to  authorize  appropriations  to 
the  National  Aeronautics  and  Space 
Administration,  and  for  other  pur- 
poses, which  was  referred  to  the 
House  Calendar  and  ordered  to  be 
printed. 


REPORT  ON  RESOLUTION  PRO- 
VIDING FOR  CONSIDERATION 
OF  H.R.  4154,  AGE  DISCRIMINA- 
TION IN  EMPLOYMENT  AMEND- 
MENTS OF  1986 

Mr.  BONIOR  of  Michigan,  from  the 
Committee  on  Rules,  submitted  a  priv- 
ileged report  (Rept.  No.  99-840)  on  the 
resolution  (H.  Res.  554)  providing  for 
the  consideration  of  the  bill  (H.R. 
4154)  to  amend  the  Age  Discrimina- 
tion in  Employment  Act  of  1967  to 
remove  the  maximum  age  limitation 
applicable  to  employees  who  are  pro- 
tected under  such  act,  and  for  other 
purposes,  which  was  referred  to  the 
House  Calendar  and  ordered  to  be 
printed. 


FEDERAL  INSECTICIDE,  FUNGI- 
CIDE, AND  RODENTICIDE  ACT 
AMENDMENTS  OF  1985 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  House  Resolution  536  and  rule 
XXIII,  the  Chair  declares  the  House 
in  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  fur- 
ther consideration  of  the  bill  H.R 
2482. 

G  1807 

IN  THE  COMMITTEE  OF  THE  WHOLE 

Accordingly  the  House  resolved 
itself  into  the  Committee  of  the 
Whole  House  on  the  State  of  the 
Union  for  the  further  consideration  of 
the  bill  (H.R.  2482)  to  amend  the  Fed- 
eral Insecticide.  Fungicide,  and  Roden- 
ticide  Act.  and  for  other  purposes, 
with  Mr.  McHuGH  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN.  When  the  Com- 
mittee of  the  Whole  rose  on  Wednes- 
day. September  17,  1986,  all  time  for 
general  debate  had  expired. 

Pursuant  to  the  rule,  the  text  of 
H.R.  5440  is  considered  by  titles  as  an 
original  bill  for  the  purpose  of  amend- 
ment under  the  5-minute  rule  in  lieu 
of  the  amendments  recommended  by 
the  Committee  on  Agriculture  now 
printed  in  the  bill  and  each  title  is 
considered  as  having  been  read. 

No  amendments  to  titles  I  through 
X  of  said  substitute  are  in  order 
except  germane  amendments  printed 
in  the  Congressional  Record  and  pro 
forma  amendments  for  the  purpose  of 
debate. 

No  amendments  to  title  XI  of  said 
substitute  are  in  order  except  the 
amendment  printed  in  House  Report 
99-803  if  offered  by  Representative 
Roberts  or  his  designee. 

The  Clerk  will  designate  section  1. 

The  text  of  section  1  is  as  follows: 
H.R. 5440 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled. 

SECTION    1     SHORT   TITLE    A.ND    TABLE    OF    lO.N- 
TENTS. 

(a)  Short  Title.— This  Act  may  be  cited 
as  the  Federal  Insecticide,  Fungicide,  and 
Rodenticide  Act  Amendments  of  1986". 

'b)  Table  of  Contents.— The  table  of  con- 
tents is  as  follows; 

Sec.  1.  Short  title  and  table  of  contents. 

Sec.  2.  References  to  the  Federal  Insecti- 
cide. Fungicide,  and  Rodenti- 
cide Act. 

TITLE  I-REGISTRATION 

Sec.  101.  Preregistration  access  to  data. 

Sec.  102.  Criminal  penalties  for  disclosure 
of  information. 

Sec.  103.  Conditional  registration. 

Sec.  104.  Definition  of  outstanding  data  re- 
quirement. 

Sec.  105.  Reregistration  of  registered  pesti- 
cides. 

Sec.  106.  Administrator's  authority  to  re- 
quire data  on  inert  ingredients. 

Sec.  107.  Definition  of  ingredient  state- 
ment. 

Sec.  108.  Disclosure  of  inert  ingredients. 


Sec.  109.  Compensation  for  data  on  inert  in- 
gredients. 

TITLE  II-INFORMATION  DISCLOSURE 
Sec.  201.  Public  right  to  know. 
Sec.  202.  Data  disclosure  to  States. 

TITLE  III-REVIEW  AND 
CANCELLATION 

Sec.  301.  Public  interim  administrative 
review. 

Sec.  302.  Proceedings  under  section  6. 

Sec.  303.  Cancellation  and  change  in  classi- 
fication or  labels. 

Sec.  304.  Public  hearings  and  scientific 
review. 

Sec.  305.  Administrative  changes. 

Sec.  306.  Cancellation  of  registration  based 
on  false  or  invalid  data. 
TITLE  IV-RECORDS  AND 
INSPECTIONS 

Sec.  401.  Records. 

Sec.  402.  Inspections. 

TITLE  V-EXPORTS 

Sec.  501.  Definition  of  misbranded. 

Sec.  502.  Definition  of  importing  country. 

Sec.  503.  Pesticides  and  devices  intended  for 
export. 

Sec.  504.  Cancellation  notices  furnished  to 
foreign  governments. 
TITLE  VI-CERTIFICATION  AND 
TRAINING 

Sec.  601.  Certification,  training,  and  record- 
keeping for  pesticide  applica- 
tors. 

TITLE  VII-DATA  COMPENSATION 
Sec.  701.  Defensive  data. 
Sec.  702.  Data    compensation    and    arbitra- 
tion. 

TITLE  VIII-GENERAL 

Subtitle  A— Amendments  to  the  Federal 

Insecticide.  Fungicide,  and  Rodenticide  Act 

Sec.  801.  State  registrations. 

Sec.  802.  Definitions. 

Sec.  803.  Information  requested. 

Sec.  804.  Cooperative  agreements. 

Sec.  805.  Scientific  Advisory  Panel. 

Sec.  806.  Authority  for  EPA  action. 

Sec.  807.  Expiration  of  State  primary  en- 
forcement responsibility. 

Sec.  808.  Unlawful  acts. 

Sec.  809.  Penalties  and  subpoenas. 

Sec.  810.  Congressional  review. 

Sec.  811.  Review  of  regulations. 

Sec.  812.  Delegation  and  cooperation. 

Sec.  813.  Indemnity  report  by  EPA. 

Sec.  814.  Groundwater  authority. 

Sec.  815.  Worker  health  and  safety. 

Sec.  816.  Authorization  for  appropriations. 
Subtitle  B— Other  Provisions 

Sec.  821.  Liability. 

Sec.  822.  Evaluation  by  the  Comptroller 
General. 

Sec.  823.  IR4  program. 

Sec.  824.  Pesticide  risk  rating. 

Sec.  825.  Study  of  nonagricultural  pesti- 
cides. 

Sec.  826.  Dioxin  study. 

Sec.  827.  Pesticide  drift. 

Sec.  828.  Survey     of     naturally     occurring 
agents  that  act  as  pesticides. 
TITLE  IX-CLARIFYING  AND 
TECHNICAL  AMENDMENTS 

Sec.  901.  Clarifying  amendments. 

Sec.  902.  Technical  amendments. 

Sec.  903.  Table  of  contents  amendments. 
TITLE  X— EFFECTIVE  DATE 

Sec.  1001.  Effective  date. 


UMI 


?r  18,  1986 

ta  on  inert  in- 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24145 


•dministrative 

clion  6. 

.nge  in  classi- 

nd     scientific 


>  intended  for 


!.  and  record- 
cide  applica- 

NSATION 

and   arbitra- 


Comptroller 


Itural    pesti- 


TITLE  XI-TOLERANCES  AND 
INTERNATIONAL  COOPERATION 
Sec.  1101.  Tolerances  for  agricultural  com- 
modities. 
Sec.  1102.  Cooperation  in  international  ef- 
forts. 
The    CHAIRMAN.    Are    there    any 
amendments  to  section  1? 

If  not,  the  Clerk  will  designate  sec- 
tion 2. 
The  text  of  section  2  is  as  follows: 

SEC.  2.  REFERENCES  TO  THE  FEDERAL  INSECTI- 
CIDE. FINGICIDE.  AND  RODENTICIDE 
ACT. 

Whenever  in  this  Act  an  amendment  or 
repeal  is  expressed  in  terms  of  an  amend- 
ment to,  or  repeal  of,  a  section  or  other  pro- 
vision, the  reference  shall  be  considered  to 
be  made  to  a  section  or  other  provision  of 
the  Federal  Insecticide,  Fungicide,  and  Ro- 
denticide  Act  (7  U.S.C.  136  et  seq.). 

The  CHAIRMAN.  Are  there  any 
amendments  to  section  2? 

If  not,  the  Clerk  will  designate  title 
I. 

The  text  of  title  I  is  as  follows: 
TITLE  I— REGISTRATION 
SEC.  101    PREREGISTR.ATION  ACCESS  TO  DATA. 

(a)  In  GENERAL.-Section  3(c)  (7  U.S.C. 
136a(c))  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

•(9)  PREREGISTRATION  access  to  DATA.— 

••(A)  If  an  application  for— 

"(i)  a  registration  of  a  pesticide  containing 
"a  new  active  ingredient,  or 

"(ii)  a  registration  of  a  pesticide  to  author- 
ize the  initial  food  use  of  a  pesticide  active 
ingredient, 

is  submitted  to  the  Administrator,  the  Ad- 
ministrator, before  acting  on  such  applica- 
tion, shall  provide,  in  accordance  with  this 
paragraph,  public  access  to  health,  safety, 
and  environmental  data  that  are  submitted 
or  cited  in  support  of  such  application. 

"(B)  To  obtain  access  to  the  data  referred 
to  in  subparagraph  (A),  a  person  shall  send 
by  certified  mail— 

"(i)  not  later  than  30  days  after  the  publi- 
cation under  paragraph  (4)  of  a  notice  of 
the  application  referred  to  in  subparagraph 
(A),  and 

"(ii)  simultaneously  to  the  Administrator 
and  to  the  applicant  for  the  registration  of 
the  pesticide. 

a  request  for  such  access  and  the  affirma- 
tion required  by  subparagraph  (D). 

"(C)(i)  Unless  within  15  days  after  the  Ad- 
ministrator's receipt  of  a  request  for  access 
to  such  data  and  of  an  affirmation  comply- 
ing with  subparagraph  (D)  the  applicant 
submits  to  the  Administrator  an  objection 
to  the  request  asserting  that  the  affirma- 
tion is  inaccurate  and  the  reasons  for  the 
objection,  the  Administrator  shall  grant  the 
request.  If  an  objection  to  a  request  is  sub- 
mitted to  the  Administrator  within  such  15- 
day  period,  the  Administrator  shall  deter- 
mine whether  to  grant  the  request  within  5 
days  after  the  receipt  of  the  objection.  If 
the  Administrator  determines  to  grant  the 
request,  access  shall  not  be  permitted  until 
5  days  after  the  applicant  making  the  objec- 
tion has  been  notified  that  access  has  been 
granted. 

"(ii)  If  access  to  data  is  denied  under 
clause  (i),  comments  on  the  application  for 
which  such  data  were  submitted  or  cited 
shall  be  filed  within  60  days  after  the  deci- 
sion of  the  Administrator  denying  access. 

"(DXi)  Data  referred  to  in  subparagraph 
(A)  may  be  made  available  only  to  a  person 
who  provides  an  affirmation  (and  such  sup- 


porting evidence  as  the  Administrator  con- 
siders necessary)  containing  the  information 
prescribed  by  clause  (ii). 

"(ii)  The  affirmation  required  under 
clause  (i)  shall— 

"(I)  state  that  the  person  is  not  engaged 
in,  and  is  neither  employed  by  nor  acting 
(directly  or  indirectly)  on  behalf  of  any 
other  person  or  affiliate  thereof  engaged  in, 
the  production,  sale,  or  distribution  of  a  pes- 
ticide, 

"(II)  identify  any  business,  employer,  or 
other  person,  if  any,  on  whose  behalf  the 
person  is  requesting  access  to  the  data,  and 
"(III)  state  that  the  person  will  not  inten- 
tionally or  recklessly  violate  this  paragraph. 
For  purposes  of  this  clause,  an  affiliate  of  a 
person  is  a  person  who  directly  or  indirectly, 
through  one  or  more  intermediates,  controls 
or  is  controlled  by  or  is  under  common  con- 
trol with  the  other  person. 

"(iii)  Section  1001  of  title  18.  United 
States  Code,  shall  apply  to  an  affirmation 
made  under  this  subparagraph. 

"(E)(i)  Data  supporting  an  application 
may  be  made  available  under  subparagraph 
(A)  to  a  person  only  for  the  purpose  of  per- 
mitting the  person  to  comment  to  the  Ad- 
ministrator on  such  application.  Such  com- 
ments may  reasonably  quote  data  submitted 
to  the  Administrator.  No  person,  including 
the  Administrator,  may  make  such  com- 
ments public  before  the  decision  of  the  Ad- 
ministrator on  the  application  for  the  regis- 
tration of  the  pesticide  for  which  such  data 
were  submitted  or  after  such  decision  if  the 
application  for  registration  is  denied. 

"(ii)  Except  as  provided  in  clause  (iii).  a 
person  who  obtains  data  under  subpara- 
graph (A)  (directly  or  indirectly)  may  not— 
"(I)  publish,  copy,  or  transfer  the  data  to 
any  other  person  to  obtain  approval  to  sell, 
manufacture,  or  distribute  a  pesticide  any- 
where in  the  world,  or 

"(II)  use  the  data  for  any  purpose  in  any 
court  or  agency  of  the  United  States  or  any 
Stale  or  political  subdivision  thereof  before 
the  decision  of  the  Administrator  on  the  ap- 
plication for  the  registration  of  the  pesti- 
cide for  which  such  data  were  submitted  or 
after  such  decision  if  the  application  for 
registration  is  denied. 

"(iii)  Such  data  and  comments  may  be  dis- 
closed consistent  with  section  10  after  regis- 
tration of  the  pesticide  for  which  such  data 
were  submitted. 

■(F)(i)  Data  made  available  under  this 
paragraph  may  be  examined  at  an  office  of 
the  Environmental  Protection  Agency  or  an 
appropriate  State  agency  under  the  condi- 
tions prescribed  by  this  paragraph  and  may 
not  be  removed  from  such  office. 

"(ii)  The  Administrator  shall  maintain  a 
record  of  the  persons  who  inspect  data.  A 
copy  of  such  record  shall  be  sent  to  the  data 
submitter  on  request. 

"(G)  Once  access  to  data  respecting  an  ap- 
plication is  granted,  the  data  may  be  exam- 
ined and  notes  may  be  taken  for  use  in  de- 
veloping comments  on  the  application.  Such 
comments  on  the  application  shall  be  filed 
within  60  days  after  the  decision  of  the  Ad- 
ministrator granting  access,  unless  the  com- 
ment period  is  extended  by  the  Administra- 
tor for  an  additional  30  days  for  good 
cause.". 

<b)  Notice  of  Application.— Section 
3(c)(4)  (7  U.S.C.  136a(c)(4))  is  amended— 

(1)  in  the  first  sentence,  by  striking  out 
"promptly"  and  inserting  in  lieu  thereof 
"not  later  than  30  days '.  and 

(2)  in  the  second  sentence— 


(A)  by  striking  out  "The  notice"  and  in- 
serting in  lieu  thereof  "Except  as  provided 
in  paragraph  (9),  the  notice",  and 

(B)  by  striking  out  "30"  and  inserting  in 
lieu  thereof  "60". 

SEC.  102.  CRIMINAL  PENALTIES  FOR  DISCLOSL'RE 
OF  INFOR.MATIOS. 

Paragraph  (3)  of  section  14(b)  (7  U.S.C. 
1361(b)(3))  is  amended  to  read  as  follows: 
"(3)  Disclosure  of  information.— 
"(A)  Any  person  who,  with  intent  to  de- 
fraud, uses  or  reveals  information  relative 
to  the  formula  of  a  product  acquired  under 
section  3  shall  be  fined  not  more  than 
$25,000.  or  imprisoned  for  not  more  than  3 
years,  or  both. 

"(B)  Any   person,   including  any  officer,  - 
contractor,    or    employee    of    the    United 
States  or  a  State,  who- 
'd) is  granted  access  to  data  under  section 
3(c)(9).  and 

"(ii)  in  furtherance  of  a  commercial  pur- 
pose involving  the  production,  registration, 
distribution,  or  sale  of  a  pesticide— 
"(I)  knowingly  violates  such  section,  or 
"(II)  knowingly  allows  data  to  be  made 
available  in  violation  of  such  section, 
shall  be  fined  not  more  than  $100,000,  or 
imprisoned  for  not  more  than  3  years,  or 
both.". 

SEC  103.  CONDITIONAL  HEiaSTRATION 

Subparagraphs  (B)  and  <C)  of  section 
3(c)(7)  (7  U.S.C.  136a(c)(7))  are  amended  to 
read  as  follows: 

"(B)(i)  The  Administrator  may  condition- 
ally amend  the  registration  of  a  pesticide 
under  this  .subparagraph  to  permit  addition- 
al uses,  of  such  pesticide  notwithstanding 
the  fact  that  data  concerning  the  pesticide 
may  be  insufficient  to  support  an  uncondi- 
tional amendment,  if  the  Administrator  de- 
termines that— 

■(I)  the  applicant  has  submitted  or  cited 
the  additional  data  that  the  Administrator 
may  require  solely  for  the  proposed  addi- 
tional use. 

"(ID  amending  the  registration  in  the 
manner  proposed  by  the  applicant  would 
not  materially  increase  the  risk  of  any  un- 
reasonable adverse  effect  on  the  environ- 
ment, and 

■(III)  the  additional  use  is  in  the  public 
interest. 

"(ii)(I)  Except  as  provided  in  subclause 
(II).  if  the  Administrator  has  issued  a  notice 
stating  that  a  pesticide,  or  any  ingredient 
thereof,  meets  or  exceeds  risk  criteria  asso- 
ciated in  whole  or  in  part  with  human  die- 
tary exposure  and  specified  in  regulations 
issued  under  paragraph  <8).  no  registration 
of  the  pesticide  may  be  amended  under 
clause  (i)  to  add  any  food  or  feed  use  during 
the  pendency  of  any  evaluation  by  the  Ad- 
ministrator initiated  by  such  notice. 

"(ID  If  the  Admmistrator  has  issued  a 
notice  stating  that  a  pesticide,  or  any  ingre- 
dient thereof,  meets  or  exceeds  risk  criteria 
associated  in  whole  or  in  part  with  human 
dietary  exposure  and  specified  in  regula- 
tions issued  under  paragraph  (8),  the  Ad- 
ministrator may  amend  the  registration  of 
the  pesticide  under  clause  (i)  to  add  a  minor 
food  or  feed  use  if  the  Administrator  deter- 
mines, with  the  concurrence  of  the  Secre- 
tary of  Agriculture,  that  there  is  not  avail- 
able an  effective  alternative  pesticide  that 
does  not  meet  or  exceed  such  risk  criteria. 

"(iii)  An  applicant  seeking  an  amended 
registration  of  a  pesticide  under  this  sub- 
paragraph shall  submit  or  cite  to  the  Ad- 
ministrator such  data  as  would  be  required 
to  obtain  a  registration  of  a  similar  pesticide 
under  paragraph  (5).  Except  as  provided  in 
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clause  (iv),  if  the  applicant  is  unable  to 
submit  or  cite  an  item  of  such  data  because 
it  has  not  yet  been  generated,  the  Adminis- 
trator may  amend  the  registration  of  the 
pesticide  under  such  conditions  as  will  re- 
quire the  submission  or  citation  of  such 
data  not  later  than  the  time  such  data  are 
required  to  be  submitted  for  the  mainte- 
nance of  a  registration  of  the  similar  pesti- 
cide under  this  section. 

■<iv)  If  data  concerning  chronic  dosing, 
oncogenicity,  reproductive  effects,  mutage- 
nicity, neurotoxicity,  or  teratogenicity  are 
required  to  support  the  registration  of  a 
pesticide  and  if  a  period  reasonably  suffi- 
cient for  the  generation  and  submission  of 
such  data  has  elapsed  since  the  Administra- 
tor first  imposed  the  data  requirement,  a 
conditional  amendment  to  permit  an  addi- 
tional use  of  the  pesticide  for  other  than  a 
minor  use  shall  not  be  granted  under  clause 
<i)  unless  such  data  have  been  submitted. 

"(C)U)  The  Administrator  may  condition- 
ally register  a  pesticide  under  this  subpara- 
graph containing  an  active  ingredient  not 
contained  in  any  registered  pesticide  for  a 
period  reasonably  sufficient  for  generation 
and  submission  of  required  data  that  have 
not  been  submitted  because  a  period  reason- 
ably sufficient  for  generation  of  the  data 
has  not  elapsed  since  the  Administrator 
first  imposed  the  data  requirement  (I)  on 
the  conditions  that  by  the  end  of  such 
period  the  Administrator  receives  such  data 
and  that  the  data  that  the  Administrator  re- 
ceives do  not  meet  or  exceed  risk  criteria 
enumerated  in  regulations  issued  under 
paragraph  '8).  and  (ID  on  such  other  condi- 
tions as  the  Administrator  may  prescribe. 

•■(ii)  A  conditional  registration  under  this 
subparagraph  shall  be  granted  only  if  the 
Administrator  determines  that— 

■■(I)  use  of  the  pesticide  during  the  period 
referred  to  in  clause  (i)  will  not  cause  any 
unreasonable  adverse  effect  on  the  environ- 
ment, and 

(II)  use  of  the  pesticide  is  in  the  public 
interest. 

■■<iii)  The  Administrator  shall  not  condi- 
tionally register  a  pesticide  under  this  sub- 
paragraph if  data  concerning  chronic 
dosing,  oncogenicity,  reproductive  effects, 
mutagenicity,  neurotoxicity,  or  teratogeni- 
city would  be  required  for  registration  of 
such  a  pesticide  under  paragraph  (5).  a 
period  reasonably  sufficient  for  generation 
of  such  data  has  elapsed  since  the  Adminis- 
trator first  imposed  the  data  requirement, 
and  such  data  have  not  been  submitted  to 
the  Administrator.". 

SEC.  IW.  DKKIMTION  OF  OITSTANDING  DATA  RE- 
miREMENT. 

Section  2  (7  U.S.C.  136)  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

•■(ff)  Outstanding  Data  Requirement.— 

••fl)  In  general.— The  term  outstanding 
data  requirement'  means  a  requirement  for 
any  study,  information,  or  data  which  is 
necessary  to  make  a  determination  under 
section  3(c)(5)  and  which  study,  informa- 
tion, or  data— 

"(A)  has  not  been  submitted  to  the  Ad- 
ministrator, or 

"(B)  if  submitted  to  the  Administrator, 
the  Administrator  has  determined  must  be 
resubmitted  because  it  is  not  valid,  com- 
plete, or  adequate  to  make  a  determination 
under  section  3(c)(5)  and  the  regulations 
and  guidelines  issued  thereunder,  as  deter- 
mined by  the  Administrator. 

"(2)  Factors.— In  making  a  determination 
under  paragraph  <1)(B)  respecting  a  study. 
the  Administrator  shall  examine,  at  a  mini- 
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mum,  relevant  protocols,  documentation  of 
the  conduct  and  analysis  of  the  study,  and 
the  results  of  the  study  to  determine  wheth- 
er the  study  and  the  results  of  the  study 
fulfill  the  data  requirement  for  which  the 
study  was  submitted  to  the  Administrator.". 

SEC.  105.  RERKIJISTRATION  OF  RECISTEREn  PESTl- 
riDE.S. 

(a)  Amendment. -The  Act  is  amended  by 
inserting  after  section  3  (7  U.S.C.  136a)  the 
following  new  section; 

•SEC.  3A.  rere<;istr.\tio.\  of  re(;isterei»  pesti- 
cides. 

"(a)  General  RuLE.-The  Administrator 
shall  reregister,  in  accordance  with  this  sec- 
tion, each  registered  pesticide  containing 
any  active  ingredient  contained  in  any  pesti- 
cide first  registered  before  November  1. 
1984.  except  for  any  pesticide  as  to  which 
the  Administrator  has  determined,  after  No- 
vember 1.  1984.  and  before  the  effective 
date  of  this  section,  ihat— 

■'1)  there  are  no  outstanding  data  re- 
quirements, and 

"(2)  the  requirements  of  section  3(c)(5) 
have  been  satisfied. 

"(b)  Special  Authorities  of  Administra- 
tor.— 

"(1)  GuiDELiNEs.-Not  later  than  one  year 
after  the  date  of  enactment  of  the  Federal 
Insecticide.  Fungicide,  and  Rodenticide  Act 
Amendments  of  1986.  the  Administrator,  by 
order,  shall  issue  guidelines  to  be  followed 
by  registrants  in— 

"(A)  summarizing  studies. 

"(B)  reformatting  studies. 

"(C)  identifying  adverse  information,  and 

■(D)  identifying  studies  that  have  been 
submitted  previously  that  may  not  meet  the 
requirements  of  section  3  or  regulations 
issued  under  such  section. 

in  accordance  with  subsection  (fi(l).  Guide- 
lines issued  under  this  paragraph  shall  not 
be  subject  to  judicial  review. 

"(2)  Monitoring.- The  Administrator 
shall  monitor  the  progress  of  registrants  in 
acquiring  and  submitting  the  data  required 
under  this  section. 

"(3)  Suspensions  and  penalties.— 

"(A)  The  Administrator  shall  issue  a 
notice  of  intent  to  suspend  the  registration 
of  a  pesticide  in  accordance  with  the  proce- 
dures prescribed  by  section  3(c)(2)(B)(iv) 
if- 

"(i)  the  Administrator  determines  that 
progress  is  insufficient  to  ensure  the  sub- 
mission of  the  data  required  for  such  pesti- 
cide under  a  commitment  made  under  sub- 
section (e)(3)(B)  or  (f)(1)(H)  within  the  time 
period  prescribed  by  subsection  (e)(4)(B)  or 
(f)(2)(B)  or  the  registrant  has  not  submitted 
such  data  to  the  Administrator  within  such 
time  period. 

"(ii)  the  Administrator  determines  that 
tests  necessary  to  fill  an  outstanding  data 
requirement  for  such  pesticide  have  not 
been  initiated  within  1  year  after  the  issu- 
ance of  a  notice  under  subsection  (g)(1)(B). 

"(iii)  the  Administrator  determines  that 
progress  is  insufficient  to  ensure  submission 
of  the  data  referred  to  in  clause  (ii)  within 
the  time  period  prescribed  by  subsection 
(g)(2)(B)  or  the  required  data  have  not  been 
submitted  to  the  Administrator  within  such 
time  period,  or 

"(iv)  a  registrant  fails  to  comply  with 
clause  (ii)  or  (iii)  of  section  3(c)(2)(B). 

"(B)  A  registrant  who  submits  a  certifica- 
tion under  subsection  (f)(1)(G)  that  is  false 
shall  be  considered  to  have  violated  this  Act 
and  shall  be  subject  to  the  penalties  pre- 
scribed by  section  14. 


"CO  Reregistration  Phases.— Reregistra- 
tions  of  pesticides  under  this  section  shall 
be  carried  out  in  the  following  phases; 

"(1)  The  first  phase  shall  include  the  list- 
ing under  subsection  (d)  of  the  active  ingre- 
dients of  the  pesticides  that  will  be  reregis- 
tered. 

"(2)  The  second  phase  shall  include  the 
submission  to  the  Administrator  under  sub- 
section (c)  of  notices  by  registrants  respect- 
ing their  intention  to  .seek  reregistration. 
identification  by  registrants  of  missing  and 
inadequate  data  for  such  pesticides,  and 
commitments  by  registrants  to  replace  such 
missing  or  inadequate  data  within  the  appli- 
cable time  period. 

•(3)  The  third  phase  shall  include  submis- 
sion to  the  Administrator  by  registrants  of 
the  information  required  under  subsection 
(f). 

(4)  The  fourth  phase  shall  include  an  in- 
dependent, initial  review  by  the  Administra- 
tor under  subsection  (g)  of  submissions 
under  phases  two  and  three,  identification 
of  outstanding  data  requirements,  and  the 
issuance,  as  necessary,  of  requests  for  addi- 
tional data. 

(5)  The  fifth  phase  shall  include  the 
review  by  the  Administrator  under  subsec- 
tion (h)  of  data  submitted  for  reregistration 
and  appropriate  regulatory  action  by  the 
Administrator. 

•(d)  Phase  One.— 

"(1)  Priority  for  reregistration.— For 
purposes  of  the  reregistration  of  the  pesti- 
cides described  in  sutisection  (a),  the  Admin- 
istrator shall  list  the  active  ingredients  of 
pesticides  and  shall  give  priority  to,  among 
others,  active  ingredients  (other  than  active 
ingredients  for  which  registration  standards 
have  been  issued  before  the  date  of  enact- 
ment of  the  Federal  Insecticide.  Fungicide, 
and  Rodenticide  Act  Amendments  of  1986) 
that— 

"(A)  are  in  use  on  or  in  food  or  feed  and 
may  result  in  postharvest  residues. 

■(B)  may  result  in  residues  of  potential 
toxicological  concern  in  potable  groundwat- 
er, edible  fish,  or  shellfish. 

"(O  have  been  determined  by  the  Admin- 
istrator before  the  date  of  enactment  of  the 
Federal  Insecticide.  Fungicide,  and  Rodenti- 
cide Act  Amendments  of  1986  to  have  signif- 
icant outstanding  data  requirements,  or 

■■(D)  are  used  on  crops,  including  in  green- 
houses and  nurseries,  where  worker  expo- 
sure is  most  likely  to  occur. 

■■(2)  Reregistration  lists.— For  purposes 
of  reregistration  under  this  section,  the  Ad- 
ministrator shall  by  order— 

•■(A)  not  later  than  70  days  after  the  date 
of  enactment  of  the  Federal  Insecticide, 
Fungicide,  and  Rodenticide  Act  Amend- 
ments of  1986.  list  pesticide  active  ingredi- 
ents for  which  registration  standards  have 
been  issued  before  such  dati . 

■■(B)  not  later  than  4  months  after  the 
date  of  enactment  of  the  Federal  Insecti- 
cide. Fungicide,  and  Rodenticide  Act 
Amendments  of  1986.  list  the  first  150  pesti- 
cide active  ingredients,  as  determined  under 
paragraph  ( 1 ). 

"(C)  not  later  than  7  months  after  the 
date  of  enactment  of  the  Federal  Insecti- 
cide. Fungicide,  and  Rodenticide  Act 
Amendments  of  1986,  list  the  second  150 
pesticide  active  ingredients,  as  determined 
under  paragraph  ( 1 ).  and 

"(D)  not  later  than  10  months  after  the 
date  of  enactment  of  the  Federal  Insecti- 
cide. Fungicide,  and  Rodenticide  Act 
Amendments  of  1986.  list  the  remainder  of 
the  pesticide  active  ingredients,  as  deter- 
mined under  paragraph  ( 1 ). 
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Each  list  shall  be  published  in  the  Federal 
Register. 

"(3)  Judicial  review.— The  content  of  a 
list  issued  by  the  Administrator  under  para- 
graph (2)  shall  not  be  subject  to  judicial 
review. 

••(4)  Notice  to  registrants.— On  the  pub- 
lication of  a  list  of  pesticide  active  ingredi- 
ents under  paragraph  (2).  the  Administrator 
shall  send  by  certified  mail  to  the  regis- 
trants of  the  pesticides  containing  such 
active  ingredients  a  notice  of  the  time  by 
which  the  registrants  are  to  notify  the  Ad- 
ministrator under  subsection  (e)  whether 
they  intend  to  seek  or  not  to  seek  reregistra- 
tion  of  such  pesticides. 
•(e)  Phase  Two.— 

•a.i  In  general.— The  registrant  of  a  pesti- 
cide that  contains  an  active  ingredient  listed 
under  subparagraph  (B).  <C).  or  (D)  of  sub- 
section (d)(2)  shall  submit  to  the  Adminis- 
trator, within  the  time  period  prescribed  by 
paragraph  (4).  the  notice  described  in  para- 
graph (2)  and  any  information,  commit- 
ment, or  offer  described  in  paragraph  (3). 

••(2)  Notice  of  intent  to  seek  or  not  to 
seek  reregistration.— 

(A)  The  registrant  of  a  pesticide  contain- 
ing an  active  ingredient  listed  under  sub- 
paragraph (B).  'O.  or  (D)  of  subsection 
(d)(2)  shall  notify  the  Administrator  by  cer- 
tified mail  whether  the  registrant  intends  to 
seek  or  does  not  intend  to  seek  reregistra- 
tion of  the  pesticide. 

■(B)  If  a  registrant  submits  a  notice  under 
subparagraph  (A)  of  an  intention  not  to 
seek  reregistration  of  a  pesticide,  the  Ad- 
ministrator shall  publish  a  notice  in  the 
Federal  Register  statmg  that  such  a  notice 
has  been  submitted. 

(3)  Missing  or  inadequate  data.— Each 
registrant  of  a  pesticide  that  contains  an 
active  ingredient  listed  under  subparagraph 
(B),  (C).  or  (D)  of  subsection  (d)(2)  and  for 
which  the  registrant  submitted  a  notice 
under  paragraph  '2)  of  an  intention  to  seek 
reregistration  of  such  pesticide  shall  submit 
to  the  Administrator- 

•■(A)  in  accordance  with  regulations  issued 
by  the  Administrator  under  section  3,  an 
identification  of— 

••(i)  all  data  that  are  required  by  regula- 
tion to  support  the  registration  of  the  pesti- 
cide with  respect  to  such  active  ingredient. 

•■(ii)  data  that  were  submitted  by  the  reg- 
istrant previously  in  support  of  the  registra- 
tion of  the  pesticide  that  are  inadequate  to 
meet  such  regulations,  and 

■•(iii)  data  identified  under  clause  (i)  that 
have  not  been  submitted  to  the  Administra- 
tor, and 
■•(B)  either— 

••(i)  a  commitment  to  replace  the  data 
identified  under  subparagraph  (A)(ii)  and 
submit  the  data  identified  under  subpara- 
graph (A)(iii)  within  the  applicable  time 
period  prescribed  by  paragraph  (4)(B).  or 

••(ii)  an  offer  to  share  in  the  cost  to  be  in- 
curred by  a  person  who  has  made  a  commit- 
ment under  clause  (i)  to  replace  or  submit 
the  data  and  an  offer  to  submit  to  arbitra- 
tion as  described  by  section  3(c)(2)(B)  with 
regard  to  such  cost  sharing. 
For  purposes  of  a  submission  by  a  registrant 
under  subparagraph  (A)(ii).  data  are  inad- 
equate if  the  data  are  derived  from  a  study 
with  respect  to  which  the  registrant  is 
unable  to  make  the  certification  prescribed 
by  subsection  (f)(1)(G)  that  the  registrant 
possesses  or  has  access  to  the  raw  data  used 
in  or  generated  by  such  study.  For  purposes 
of  a  submission  by  a  registrant  under  such 
subparagraph,  data  shall  be  considered  to 
be  Inadequate  if  the  data  are  derived  from  a 


study  submitted  before  January  1,  1970, 
unless  it  is  demonstrated  to  the  satisfaction 
of  the  Administrator  that  such  data  should 
be  considered  to  support  the  registration  of 
the  pesticide  that  is  to  be  reregistered. 
••(4)  Time  periods.— 

"(A)  A  submission  under  paragraph  (2)  or 
(3)  shall  be  made— 

■•(i)  in  the  case  of  a  pesticide  containing 
an  active  ingredient  listed  under  subsection 
(d)(2)(B).  not  later  than  3  months  after  the 
date  of  publication  of  the  listing  of  such 
active  ingredient. 

■■(ii)  in  the  case  of  a  pesticide  containing 
an  active  ingredient  listed  under  sub.section 
(d)(2)(C).  not  later  than  3  months  after  the 
date  of  publication  of  the  listing  of  such 
active  ingredient,  and 

■■(iii)  in  the  case  of  a  pesticide  containing 
an  active  ingredient  listed  under  subsection 
(d)(2)(D).  not  later  than  3  months  after  the 
date  of  publication  of  the  listing  of  such 
active  ingredient. 

On  application,  the  Administrator  may 
extend  a  time  period  prescribed  by  this  sub- 
paragraph if  the  Administrator  determines 
that  factors  beyond  the  control  of  the  regis- 
trant prevent  the  registrant  from  complying 
with  such  period. 

■■(B)  A  registrant  shall  submit  data  in  ac- 
cordance with  a  commitment  entered  into 
under  paragraph  (3)(B)  within  a  reasonable 
period  of  time,  as  determined  by  the  Admin- 
istrator, but  not  more  than  48  months  after 
the  date  the  registrant  submitted  the  com- 
mitment. The  Administrator,  on  application 
of  a  registrant,  may  extend  the  period  pre- 
scribed by  the  preceding  sentence  by  no 
more  than  2  years  if  extraordinary  circum- 
stances beyond  the  control  of  the  registrant 
prevent  the  registrant  from  submitting  data 
within  such  prescribed  period. 
■■(5)  Cancellation  and  removal.— 
■•(A)  If  the  registrant  of  a  pesticide  does 
not  submit  a  notice  under  paragraph  (2)  or 
(3)  within  the  time  prescribed  by  paragraph 
(4)(A).  the  Administrator  shall  issue  a 
notice  of  intent  to  cancel  the  registration  of 
such  registrant  for  such  pesticide  and  shall 
publish  the  notice  in  the  Federal  Register 
and  allow  60  days  for  the  submission  of 
comments  on  the  notice.  On  expiration  of 
such  60  days,  the  Administrator,  by  order 
and  without  a  hearing,  may  cancel  the  regis- 
tration or  take  such  other  action,  including 
extension  of  applicable  time  periods,  as  may 
be  necessary  to  enable  reregistration  of  such 
pesticide  by  another  person. 

•■(B)  If  no  registrant  of  a  pesticide  con- 
taining an  active  ingredient  listed  under 
subsection  (d)(2)  notifies  the -Administrator 
under  paragraph  (2)  that  the  registrant  in- 
tends to  seek  reregistration  of  any  pesticide 
containing  that  active  ingredient,  if  no  such 
registrant  complies  with  paragraph  (3)(A), 
or  if  no  such  registrant  makes  a  commit- 
ment under  paragraph  (3MB)  to  replace  or 
submit  all  data  described  in  clauses  (ii)  and 
(iii)  of  paragraph  (3)(A).  or  if  the  fee  pre- 
scribed by  subsection  (j)(l)  has  hot  been 
paid  with  regard  to  the  active  ingredient, 
the  Administrator  shall  publish  in  the  Fed- 
eral Register  a  notice  of  intent  to  remove 
the  active  ingredient  from  the  list  estab- 
lished under  subsection  (d)(2)  and  a  notice 
of  intent  to  cancel  the  registrations  of  all 
pesticides  containing  such  active  ingredient 
and  shall  provide  60  days  for  comment  on 
such  notice.  After  the  60-day  period  has  ex- 
pired, the  Administrator,  by  order,  may 
cancel  any  such  registration  without  hear- 
ing, except  that  the  Administrator  shall  not 
cancel  a  registration  under  this  subpara- 
graph if— 


•'(i)  during  the  comment  period  a  person 
acquires  the  registrant's  rights  in  that  regis- 
tration, 

•(ii)  during  the  comment  period  that 
person  furnishes  a  notice  of  intent  to  rere- 
gister the  pesticide  in  accordance  with  para- 
graph (2).  and 

■•(iii)  not  later  than  120  days  after  the 
publication  of  the  notice  under  this  sub- 
paragraph, that  person  has  complied  with 
paragraph  (3)  and  the  fee  prescriljed  by  sub- 
section (j)(l)  has  been  paid. 
■(f)  P>HASE  Three.— 

••(1)  Information  about  studies.— Each 
registrant  of  a  pesticide  that  contains  an 
active  ingredient  listed  under  subparagraph 
(B),  (C).  or  (D)  of  subsection  (d)(2)  who  has 
submitted  a  notice  under  subsection  (e)(2) 
of  an  intent  to  seek  the  reregistration  of 
such  pesticide  shall  submit,  in  accordance 
with  the  guidelines  issued  under  subsection 
(b)(1).  to  the  Administrator- 

■•(A)  a  summary  of  each  study  concerning 
the  active  ingredient  previously  submitted 
by  the  registrant  in  support  of  the  registra- 
tion of  a  pesticide  containing  such  active  in- 
gredient and  considered  by  the  registrant  to 
be  adequate  to  meet  the  requirements  of 
section  3  and  the  regulations  issued  under 
such  section. 

••(Bi  a  summary  of  each  study  concerning 
the  active  ingredient  previously  submitted 
by  the  registrant  in  support  of  the  registra- 
tion of  a  pesticide  containing  such  active  in- 
gredient that  may  not  comply  with  the  re- 
quirements of  section  3  and  the  regulations 
issued  under  such  section  but  which  the  reg- 
istrant asserts  should  be  deemed  to  comply 
with  such  requirements  and  regulations. 

■•(C)  a  reformat  of  the  data  from  each 
study  summarized  under  subparagraph  lA) 
or  'B)  by  the  registrant  concerning  chronic 
dosing,  oncogenicity,  reproductive  effects, 
mutagenicity,  neurotoxicity,  teratogenicity, 
or  residue  chemistry  of  the  active  ingredient 
that  were  submitted  to  the  Administrator 
before  January  1,  1982, 

■■(D),  where  data  described  in  subpara- 
graph (C)  are  not  required  for  the  active  in- 
gredient by  regulations  issued  under  section 
3,  a  reformat  of  acute  and  subchronic  dosing 
data  submitted  by  the  registrant  to  the  Ad- 
ministrator before  January  1.  1982.  that  the 
registrant  considers  to  be  adequate  to  meet 
the  requirements  of  section  3  and  the  regu- 
lations issued  under  such  section. 

■(E)  an  identification  of  data  that  are  re- 
quired to  be  submitted  to  the  Administrator 
under  section  6(g)(4)  indicating  an  adverse 
effect  of  the  pesticide. 

■(F)  an  identification  of  any  other  infor- 
mation available  that  in  the  registrant's 
view  supports  the  registration. 

■■(G)  a  certification  that  the  registrant  or 
the  Administrator  possesses  or  has  access  to 
the  raw  data  used  in  or  generated  by  the 
studies  that  the  registrant  summarized 
under  subparagraph  (A)  or  (B). 
■■(H)  either— 

■■(i)  a  commitment  to  submit  data  to  fill 
each  outstanding  data  requirement  identi- 
fied by  the  registrant,  or 

••(ii)  an  offer  to  share  in  the  cost  of  devel- 
oping such  data  to  be  incurred  by  a  person 
who  has  made  a  commitment  under  clause 
(i)  to  submit  such  data,  and  an  offer  to 
submit  to  arbitration  as  described  by  section 
3(c)(2)(B)  with  regard  to  such  cost  sharing, 
and 

■•(I)  evidence  of  compliance  with  section 
3(c)(l)(D)(ii)  and  regulations  issued  there- 
under with  regard  to  previously  submitted 
daU  as  if  the  registrant  were  now  seeking 
the  original  registration  of  the  pesticide. 
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"(2)  Time  periods.— 

"(A)  The  information  required  by  para- 
graph ( 1 )  shall  be  submitted  to  the  Adminis- 
trator— 

"(i)  in  the  case  of  a  pesticide  containing 
an  active  ingredient  listed  under  subsection 
(d)(2)(B).  not  later  than  12  months  after 
the  date  of  publication  of  the  listing  of  such 
active  ingredient. 

■■(ii)  in  the  case  of  a  pesticide  containing 
an  active  ingredient  listed  under  subsection 
(d)(2)(C).  not  later  than  12  months  after  the 
date  of  publication  of  the  listing  of  such 
active  ingredient,  and 

"(iii)  in  the  case  of  a  pesticide  containing 
an  active  ingredient  listed  under  subsection 
(d)(2)(D).  not  later  than  12  months  after 
the  date  of  publication  of  the  listing  of  such 
active  ingredient. 

"(B)  A  registrant  shall  submit  data  in  ac- 
cordance with  a  commitment  entered  into 
under  paragraph  (1)(H)  within  a  reasonable 
period  of  time,  as  determined  by  the  Admin- 
istrator, but  not  more  than  48  months  after 
the  date  the  registrant  submitted  the  com- 
mitment under  such  paragraph.  The  Admin- 
istrator, upon  application  of  a  registrant, 
may  extend  the  period  prescribed  by  the 
preceding  sentence  by  no  more  than  2  years 
if  extraordinary  circumstances  beyond  the 
control  of  the  registrant  prevent  the  regis- 
trant from  submitting  data  within  such  pre- 
scribed period. 

"(3)  Cancellation.— 

"(A)  If  the  registrant  of  a  pesticide  fails  to 
submit  the  information  required  by  para- 
graph (I)  within  the  time  prescribed  by 
paragraph  (2).  the  Administrator,  by  order 
and  without  hearing,  shall  cancel  the  regis- 
tration of  such  pesticide. 

"(B)(i)  If  the  registrant  of  a  pesticide  sub- 
mits the  information  required  by  paragraph 

(1)  within  the  time  prescribed  by  paragraph 

(2)  and  such  information  does  not  conform 
to  the  guidelines  for  submissions  established 
by  the  Administrator,  the  Administrator 
shall  determine  whether  the  registrant 
made  a  good  faith  attempt  to  conform  its 
submission  to  such  guidelines. 

■•(ii)  If  the  Administrator  determines  that 
the  registrant jnade  a  good  faith  attempt  to 
conform  its  submission  to  such  guidelines, 
the  Administrator  shall  provide  the  regis- 
trant a  reasonable  period  of  time  to  make 
any  necessary  changes  or  corrections. 

■■(iii)  If  the  Administrator  determines  that 
the  registrant  did  not  make  a  good  faith  at- 
tempt to  conform  its  submission  to  such 
guidelines,  the  Administrator  may  issue  a 
notice  of  intent  to  cancel  the  registration. 
Such  a  notice  shall  be  sent  to  the  registrant 
by  certified  mail.  The  registration  shall  be 
cancelled  without  a  hearing  or  further 
notice  at  the  end  of  30  days  after  receipt  by 
the  registrant  of  the  notice  unless  during 
that  time  a  request  for  a  hearing  is  made  by 
the  registrant.  If  a  hearing  is  requested,  a 
hearing  shall  t)e  conducted  under  section 
6(d),  except  that  the  only  matter  for  resolu- 
tion at  the  hearing  shall  be  whether  the 
registrant  made  a  good  faith  attempt  to  con- 
form its  submission  to  such  guidelines.  The 
hearing  shall  be  held  and  a  determination 
made  within  75  days  after  receipt  of  a  re- 
quest for  hearing. 

"(g)  Phase  Four.- 

'■(1)  Independent  review  and  identifica- 
tion or  OUTSTANDING  DATA  REQUIREMENTS.- 

"(A)  The  Administrator  shall  review  the 
submissions  of  all  registrants  of  pesticides 
containing  a  particular  active  ingredient 
under  subsections  (e)(3)  and  (f)(1)  to  deter- 
mine if  such  submissions  identified  all  the 
data  that  are  missing  or  inadequate  for  such 


active  ingredient.  To  assist  the  Administra- 
tors  review  under  this  section,  the  Adminis- 
trator may  require  a  registrant  seeking  re- 
registration  to  submit  complete  copies  of 
studies  summarized  under  subsection  (f)(1). 

■■(B)  The  Administrator  shall  independ- 
ently identify  and  publish  in  the  Federal 
Register  the  outstanding  data  requirements 
for  each  active  ingredient  that  is  listed 
under  subparagraph  (B),  (C),  or  (D)  of  sub- 
section (d)(2)  and  that  is  contained  in  a  pes- 
ticide to  be  reregistered  under  this  section. 
The  Administrator,  at  the  same  time,  shall 
issue  a  notice  under  section  3(c)(2)(B)  for 
the  submission  of  the  additional  data  that 
are  required  to  meet  such  requirements. 

■■(2)  Time  periods.— 

•■(A)  The  Administrator  shall  take  the 
action  required  by  paragraph  ( 1  )— 

■■(i)  in  the  case  of  a  pesticide  containing 
an  active  ingredient  listed  under  subsection 
(d)(2)(B).  not  later  than  18  months  after 
the  date  of  the  listing  of  such  active  ingredi- 
ent. 

'■(ii)  in  the  case  of  a  pesticide  containing 
an  active  ingredient  listed  under  subsection 
(d)(2)(C).  not  later  than  24  months  after  the 
date  of  the  listing  of  such  active  ingredient, 
and 

■■(iii)  in  the  case  of  a  pesticide  containing 
an  active  ingredient  listed  under  subsection' 
(d)(2)(D),  not  later  than  33  months  after 
the  date  of  the  listing  of  such  active  ingredi- 
ent. 

■(B)  If  the  Administrator  issues  a  notice 
to  a  registrant  under  paragraph  (1)(B)  for 
the  submission  of  additional  data,  the  regis- 
trant shall  submit  such  data  within  a  rea- 
sonable period  of  time,  as  determined  by  the 
Administrator,  but  not  to  exceed  48  months 
after  the  issuance  of  such  notice.  The  Ad- 
ministrator, on  application  of  a  registrant, 
may  extend  the  period  prescribed  by  the 
preceding  sentence  by  no  more  than  2  years 
if  extraordinary  circumstances  beyond  the 
control  of  the  registrant  prevent  the  regis- 
trant from  submitting  data  within  such  pre- 
scribed period. 

"(h)  Phase  Five.— 

"(1)  Data  review.— The  Administrator 
shall  conduct  a  thorough  examination  of  all 
data  submitted  under  this  section  concern- 
ing an  active  ingredient  listed  under  subsec- 
tion (dH2)  and  of  all  other  available  data 
found  by  the  Administrator  to  be  relevant. 

"(2)  Reregistration  and  other  actions.— 

"(A)  Eligibility  for  reregistration.— 
Within  1  year  after  the  submission  of  all 
data  concerning  an  active  ingredient  of  a 
pesticide  under  subsection  (g),  the  Adminis- 
trator shall  determine  whether  pesticides 
containing  such  active  ingredient  are  eligi- 
ble for  reregistration.  For  extraordinary  cir- 
cumstances, the  Administrator  may  extend 
such  period  for  not  more  than  1  additional 
year. 

"(B)  Product-specific  data.— Before  rere- 
gistering a  pesticide,  the  Administrator 
shall  obtain  any  needed  product-specific 
data  regarding  the  pesticide  by  use  of  sec- 
tion 3(c)(2)(B)  and  shall  review  such  data 
within  90  days  after  its  submission.  The  Ad- 
ministrator shall  require  that  data  under 
this  subparagraph  be  submitted  to  the  Ad- 
ministrator not  later  than  8  months  after  a 
determination  of  eligibility  under  subpara- 
graph (A)  has  been  made  for  each  active  in- 
gredient of  the  pesticide,  unless  the  Admin- 
istrator determines  that  a  longer  period  is 
required  for  the  generation  of  the  data. 

"(C)  Reregistration.- After  conducting 
the  review  required  by  paragraph  (1)  for 
each  active  ingredient  of  a  pesticide  and  the 
review  required  by  subparagraph  (B)  of  this 


paragraph,  the  Administrator  shall  deter- 
mine whether  to  reregister  a  pesticide  by  de- 
termining whether  such  pesticide  meets  the 
requirements  of  section  3(c)(5).  If  the  Ad- 
ministrator determines  that  a  pesticide  is  el- 
igible to  be  reregistered,  the  Administrator 
shall  reregister  such  pesticide  within  6 
months  after  the  submission  of  the  data 
concerning  such  pesticide  under  subpara- 
graph (B). 

"(D)  Other  action.— If  after  conducting  a 
review  under  paragraph  ( 1 )  or  subparagraph 
(B)  of  this  paragraph  the  Administrator  de- 
termines that  a  pesticide  should  not  be  rere- 
gistered, the  Administrator  shall  take  ap- 
propriate regulatory  action. 

■■(i)  Compensation  of  Data  Submitter.— If 
data  that  are  submitted  by  a  registrant 
under  subsection  (e),  (f),  (g).  or  (h)  are  used 
to  support  the  application  of  another 
person  under  section  3,  the  registrant  who 
submitted  such  data  shall  be  entitled  to 
compensation  for  the  use  of  such  data  as 
prescribed  by  section  3(c)(1)(D).  In  deter- 
mining the  amount  of  such  compensation, 
the  fees  paid  by  the  registrant  under  this 
section  shall  be  taken  into  account. 

"(j)Pees.— 

■■(1)  Initial  fee  for  food  or  feed  pesticide 
active  ingredients.— The  registrants  of  pes- 
ticides that  contain  an  active  ingredient 
that  is  listed  under  subparagraph  (B).  (C). 
or  (D)  of  subsection  (d)(2)  and  that  is  an 
active  ingredient  of  any  pesticide  registered 
for  a  major  use  on  food  or  feed  shall  collec- 
tively pay  a  fee  of  $50,000  on  submission  of 
information  under  paragraphs  (2)  and  (3)  of 
subsection  (e)  forsuch  ingredient. 

■■(2)  Pinal  fee  for  food  or  feed  pesticide 

ACTIVE  ingredients.— 

■■(A)  The  registrants  of  pesticides  that 
contain  an  active  ingredient  that  is  listed 
under  subparagraph  (B).  (C),  or  (D)  of  sub- 
section (d)(2)  and  that  is  an  active  ingredi- 
ent of  any  pesticide  registered  for  a  major 
use  on  food  or  feed  shall  collectively  pay  a 
fee  of  $100,000  (i)  on  submission  of  informa- 
tion for  such  ingredient  under  subsection 
(f)(1)  if  data  are  reformatted  under  subsec- 
tion (f)(1)(C).  or  (ii)  on  submission  of  data 
for  such  ingredient  under  subsection 
(f)(2)(B)  if  data  are  not  reformatted  under 
subsection  (f)(1)(C). 

"(B)  The  registrants  of  pesticides  that 
contain  an  active  ingredient  that  is  listed 
under  subparagraph  (A)  of  subsection  (d)(2) 
and  that  is  an  active  ingredient  of  any  pesti- 
cide registered  for  a  major  use  on  food  or 
feed  shall  collectively  pay  a  fee  of  $100,000 
at  such  time  as  the  Administrator  shall  pre- 
scribe. 

■■(3)  Fees  for  other  pesticide  active  in- 
gredients.— 

■■(A)  The  registrants  of  pesticides  that 
contain  an  active  ingredient  that  is  listed 
under  subparagraph  (B).  (C).  or  (D)  of  sub- 
section (d)(2)  and  that  is  not  an  active  ingre- 
dient of  any  pesticide  registered  for  a  major 
use  on  food  or  feed  shall  collectively  pay 
fees  in  amounts  determined  by  the  Adminis- 
trator. Such  fees  may  not  be  less  than  one- 
half  of.  nor  greater  than,  the  fees  required 
by  paragraphs  (1)  and  (2).  A  registrant  shall 
pay  such  fees  at  the  times  corresponding  to 
the  times  fees  prescribed  by  paragraphs  (1) 
and  (2)  are  to  be  paid. 

■■(B)  The  registrants  of  pesticides  that 
contain  an  active  ingredient  that  is  listed 
under  subparagraph  (A)  of  subsection  (d)(2) 
and  that  is  not  an  active  ingredient  of  any 
pesticide  that  is  registered  for  a  major  use 
on  food  or  feed  shall  collectively  pay  a  fee 
of  not  more  than  $100,000  and  not  less  than 
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$50,000  at  such  time  as  the  Administrator 
shall  prescribe. 

■■(4)  Reduction  or  waiver  of  fees  for 
minor  use  and  other  pesticides.— 

■•(A)  In  the  case  of  an  active  ingredient  of 
a  pesticide  that  is  registered  solely  for  an 
agricultural  or  nonagricultural  minor  use  or 
in  the  case  of  a  pesticide  the  value  or 
volume  of  use  of  which  is  small,  the  Admin- 
istrator, upon  application  and  in  the  sole 
discretion  of  the  Administrator,  may  reduce 
or  waive  the  fees  prescribed  by  paragraph 
(3). 

•■(B)  In  the  case  of  an  antimicrobial  active 
ingredient  for  which  the  production  level 
does  not  exceed  1,000.000  pounds  per  year, 
the  Administrator,  upon  application  and  in 
the  sole  discretion  of  the  Administrator, 
may  reduce  or  waive  the  fees  prescribed  by 
paragraph  (3). 

•(C)  In  the  case  of  a  small  business  regis- 
trant that  produces  an  active  ingredient  of  a 
pesticide,  the  Administrator,  upon  applica- 
tion and  in  the  .sole  discretion  of  the  Admin- 
istrator, may  reduce  or  waive  the  fees  pre- 
scribed by  paragraph  (3).  Fcr  the  purpose  of 
this  subparagraph,  a  small  business  regis- 
trant is  a  corporation,  partnership,  or  unin- 
corporated business  that— 
"(i)  has  125  or  fewer  employees,  and 
••(ii)  for  the  last  3  years  before  application 
is  made  for  a  reduction  or  waiver  had  an  av- 
erage annual  gross  revenue  that  did  not 
exceed  $20,000,000. 

■■(5)  Other  fees.— On  payment  of  fees  for 
the  reregistration  of  a  pesticide  in  accord- 
ance with  paragraph  (1).  (2).  (3).  or  (4),  the 
Administrator  may  not  levy  any  other  fees 
for  the  reregistration  with  respect  .to  that 
active  ingredient. 

(6)  Apportionment.— If  two  or  more  reg- 
istrants are  required  to  pay  any  fee  pre- 
scribed by  this  subsection  with  respect  to  a 
particular  active  ingredient,  the  fees  for 
such  active  ingredient  shall  be  apportioned 
among  such  registrants  on  the  basis  of  the 
market  share  in  United  Slates  sales  of  the 
active  ingredient  for  the  three  calendar 
years  preceding  the  date  of  payment  of  such 
fee.  The  Administrator,  by  order,  may  re- 
quire such  registrants  to  submit  such  re- 
ports as  the  Administrator  determines  to  be 
necessary  to  allow  the  Administrator  to  ap- 
portion fees  under  this  paragraph.  If  any 
such  report  is  not  submitted  by  a  registrant 
after  receiving  notice  of  such  report  require- 
ments or  if  any  fee  prescribed  by  this  sub- 
section for  an  active  ingredient  is  not  paid 
by  a  registrant  to  the  Administrator  by  the 
time  prescribed  under  paragraph  (1),  (2),  or 
(3)(B),  the  Administrator,  by  order  and 
without  hearing,  may  cancel  each  registra- 
tion held  by  such  registrant  of  a  pesticide 
containing  the  active  ingredient  with  re- 
spect to  which  the  fee  is  imposed.  The  Ad- 
ministrator then  shall  reapportion  the  fee 
among  the  remaining  registrants  and  notify 
such  registrants  that  they  are  required  to 
pay  to  the  Administrator  any  unpaid  bal- 
ance of  the  fee  within  30  days  after  receipt 
of  such  notice. 

"(k)  Exemption  of  Certain  Regis- 
trants.—The  requirements  of  subsections 
(e),  (f),  (g),  and  (j)  regarding  data  concern- 
ing an  active  ingredient  and  fees  for  review 
of  such  data  shall  not  apply  to  any  person 
who  is  the  registrant  of  a  pesticide  to  the 
extent  that,  under  section  3(c)(2)(D).  the 
person  would  not  be  required  to  submit  or 
cite  such  data  to  obtain  an  initial  registra- 
tion of  such  pesticide. 
"(1)  Reregistration  Fund — 
"(1)  There  shall  be  established  in  the 
Treasury  of  the  United  States  a  reregistra- 
tion fund. 


••(2)  All  fees  collected  by  the  Administra- 
tor under  subsection  (j)  shall  be  deposited 
into  the  fund  and  shall  be  available  to  the 
Administrator,  without  fiscal  year  limita- 
tion, to  carry  out  this  section. 

■■(3)  Money  in  the  fund  not  currently 
needed  to  carry  out  this  section  shall  be— 

■■(A)  maintained  on  hand  or  on  deposit. 

••(B)  invested  in  obligations  of  the  United 
States  or  guaranteed  thereby,  or 

■■(C)  invested  in  obligations,  participa- 
tions, or  other  instruments  that  are  lawful 
investments  for  fiduciary,  trust,  or  public 
funds. 

■(4)  The  Administrator  shall— 

••(A)  provide  an  annual  accounting  of  the 
fees  collected  and  disbursed  from  the  fund, 
and 

■•(B)  take  all  steps  necessary  to  ensure 
that  expenditures  of  such  funds  are  used 
only  to  carry  out  this  section. 

■•(m)  Judicial  Review.— Any  failure  of  the 
Administrator  to  take  any  action  required 
by  this  section  shall  be  subject  to  judicial 
review  under  the  procedures  prescribed  by 
section  16(b).". 

(b)  Technical  Amendment.— Subsection 
(g)  of  section  3  (7  U.S.C.  136a(g))  is  re- 
pealed. 

(c)  Definition.— 

(1)  Section  2  (7  U.S.C.  136)  (as  amended 
by  section  104)  is  amended  by  adding  at  the 
end  the  following: 

••(gg)  Antimicrobial.— The  term  antimi- 
crobial'  means  any  active  ingredient  that  is 
contained  only  in  pesticides  that  are  not 
registered  for  any  food  or  feed  use  and  that 
are— 

■•(1)  sanitizers  intended  to  reduce  the 
number  of  living  bacteria  or  viable  virus 
particles  on  inanimate  surfaces  or  in  water 
or  air. 

■■(2)  bacteriostats  intended  to  Inhibit  the 
growth  of  bacteria  in  the  presence  of  mois- 
ture. 

■■(3)  disinfectants  intended  to  destroy  or 
irreversibly  inactivate  bacteria,  fungi,  or  vi- 
ruses on  surfaces  or  inanimate  objects,  or 

(4)  sterilizers  intended  to  destroy  viruses 
aiid  all  living  bacteria,  fungi,  and  their 
spores  on  inanimate  surfaces.  ■. 

(2)  Section  2(u)  (7  U.S.C.  136(u)i  is  amend- 
ed by  striking  out  and'  immediately  before 
the  first  clause  (2),  by  adding  ■.  and"  at  the 
end  of  the  first  clause  (2).  and  by  adding  a 
new  clause  (3)  as  follows:  '(S)  any  substance 
or  mixture  of  substances  intended  for  a  pur- 
pose described  in  subsection  (gg)". 

SE(.    106.    AI)MlMSTRA'n)R'S    AtTHOKIT^    TO    RK- 
(Jl  IRE  DATA  ON  INERT  IMiKEDIENTS. 

(a)  Section  3(c)(2)(A).— Subsection 
(c)(2)(A)  of  section  3  (7  U.S.C.  136a(c)(2)(A)) 
is  amended  by  inserting  after  'any  addition- 
al kind  of  information  under  subparagraph 
(B)  of  this  paragraph"  the  following:  in- 
cluding information  regarding  an  inert  in- 
gredient in  a  pesticide^. 

(b)  Priority  List  and  Data  Require- 
ments.—Section  3  (7  U.S.C.  136a)  is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing new  subsection: 

••(g)  Priority  List  and  Data  Require- 
ments FOR  Inert  Ingredients.— 

■•(1)  Establishment  of  list.— Subject  to 
paragraph  (4).  the  Administrator  shall  es- 
tablish a  priority  list  of  inert  ingredients 
consisting  of — 

••(A)  inert  ingredients  that  appear  to  cause 
a  pesticide  to  meet  or  exceed  a  criterion  for 
initiating  a  public  interim  administrative 
review  under  subsection  (c)(8), 

■•(B)  inert  ingredients  (i)  for  which  addi- 
tional data  are  reasonably  necessary  to 
assess  the  risk  that  the  inert  ingredient  may 


result  in  a  pesticide  causing  an  unreason- 
able adverse  effect  on  the  environment,  (ii) 
that  are  similar  in  molecular  structure  to  a 
chemical  that  is  oncogenic,  mutagenic,  or 
teratogenic  or  causes  another  similarly  sig- 
nificant adverse  effect,  and  (iii)  that  have 
significant  use  in  pesticides  or  to  which 
there  is  significant  exposure  from  pesti- 
cides, and 

••(C)  inert  ingredients  for  which  additional 
data  are  reasonably  necessary  to  assess  the 
risk  that  the  inert  ingredient  may  result  in 
a  pesticide  causing  an  unreasonable  adverse 
effect  on  the  environment  and  to  which 
there  is  significant  exposure  from  pesti- 
cides. 

■■(2)  Publication  of  list.— Not  later  than 
90  days  after  the  effective  date  of  the  Fed- 
eral Insecticide.  Fungicide,  and  Rodenticide 
Act  Amendments  of  1986.  the  Administrator ' 
shall  publish  the  priority  list  required  under 
paragraph  <  1 ).  The  Administrator  shall  pub- 
lish revisions  to  such  list  at  least  annually. 
■■(3)  Judicial  review.— The  priority  list 
under  paragraph  ( 1 ).  the  Inclusion  or  exclu- 
sion of  an  ingredient  on  or  from  the  priority 
list,  and  any  revision  of  the  priority  "list 
shall  not  be  subject  to  judicial  review. 

■■(4)  Number  of  ingredients.— The  priority 
list  under  paragraph  ( 1 )  shall  consist  of  not 
less  than  50  inert  ingredients  unless  the  Ad- 
ministrator determines  that  there  is  not  a 
sufficient  number  of  inert  ingredients  meet- 
ing the  requirements  for  listing  under  para- 
graph (1 )  to  reach  such  minimum  number. 
Such  list  may  not  exceed  75  inert  ingredi- 
ents. 
■■(5)  Additional  data.— 
■■(A I  The  Administrator  shall  determine 
whether  additional  data  are  required  for  an 
inert  ingredient  in  a  registered  pesticide  not 
later  than  1  year  after  the  inert  ingredient 
is  placed  on  the  priority  list  under  para- 
graph (1).  The  Administrator  shall  require 
submission  of  such  data  from  each  regis- 
trant of  such  pesticide  under  this  Act  or 
from  manufacturers  and  processors  of  the 
inert  ingredient  under  the  Toxic  Substances 
Control  Act.  Such  data  shall  be  submitted 
within  a  reasonable  time  but  not  later  than 
4  years  after  the  date  of  the  request.  The 
Administrator  may  extend  the  period  for 
the  submission  of  data  by  not  more  than  2  ■ 
years  if  extraordinary  circumstances  beyond 
the  control  of  the  regisil-ani  or  producer 
prevent  the  submission  of  the  necessary 
data. 

■■(B)  Data  requirements  imposed  under 
subparagraph  (A)  or  a  decision  not  to  re- 
quire data  for  an  inert  ingredient  shall  be 
subject  to  judicial  review  under  section 
16(b). 

■•(6)  Evaluation.— Within  1  year  after  the 
receipt  of  additional  data  under  paragraph 
(5)  for  an  inert  ingredient,  the  Administra- 
tor shall  evaluate  the  data  and  take  such 
steps  as  are  appropriate  to  prevent  unrea- 
sonable adverse  effects  on  the  environment 
caused  by  pesticides  containing  such  inert 
ingredient.  Under  exceptional  circum- 
stances, the  Administrator  may  extend  the 
period  for  evaluation  by  not  more  than  1 
year. 

••(7)  Construction.— This  subsection  shall 
not  be  construed  to  affect  the  authority  of 
the  Administrator— 

(A)  to  regulate  under  this  Act  impurities, 
contaminants,  degradants,  or  other  Ingredi- 
ents of  pesticides  that  have  not  been  delib- 
erately added  to  the  pesticides. 

•(B)  to  regulate  under  this  Act  any  delib- 
erately added  inert  ingredient  that  has  not 
previously  been  used  In  a  pesticide  or  a  sig- 
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nificant  new  use  in  a  pesticide  of  a  deliber- 
ately added  inert  ingredient. 

"(C)  to  require  the  submission  of  short- 
term,  environmental  fate,  or  residue  studies 
for  deliberately  added  inert  ingredients,  or 

■■(D)  to  require  the  submission  of  revised 
formula  statements  under  subsection 
(c)(2)(B).^^. 

(c)  Data  Compensation.— Section 
3(c)(l)(D)(ii)  (7  U.S.C.  136a(c)(l)(D)(ii))  is 
amended— 

(1)  by  striking  out  'or  for  reregistration" 
and  inserting  in  lieu  thereof  "for  reregistra- 
tion. or  to  support  the  safety  of  an  inert  in- 
gredienf.  and 

(2)  by  inserting  'or  in  support  of  the 
safety  of  an  inert  ingredient"  before  "by 
any  other  person'^. 

SEC.  107.  DEFINITION  OF  INGREDIENT  STATEME.NT 

Subsection  (n)  of  section  2  (7  U.S.C. 
136(n))  is  amended  to  read  as  follows: 

"(n)  Ingredient  Statement.— The  term 
■ingredient  statement'  means  a  statement 
that  contains— 

■■(1)  the  name  and  percentage  of  each 
active  ingredient,  and  the  total  percentage 
of  all  inert  ingredients,  in  a  pesticide. 

"(2)  the  name  of  each  inert  ingredient  in 
the  pesticide  that  the  Administrator  deter- 
mines must  appear  in  the  ingredient  state- 
ment because  of  the  hazard  that  the  Admin- 
istrator has  determined  may  be  posed  by 
the  use  pattern  and  concentration  level  of 
the  inert  ingredient  in  the  pesticide. 

"(3)  if  the  pesticide  contains  arsenic  in 
any  form,  a  statement  of  the  percentages  of 
total  and  water  soluble  arsenic,  calculated 
as  elementary  arsenic. 

■■(4)  any  other  information  concerning  the 
chemical  composition  or  identity  of  any 
active  ingredient  of  the  pesticide,  including 
Information  on  chemical  equivalency,  that 
the  Administrator  requires  to  appear  in  the 
ingredient  statement  so  that  the  nature  of 
the  active  ingredient  is  accurately  repre- 
sented, and 

"(5)  the  name  of  any  inert  ingredient  for 
which  the  Administrator  has  required  addi- 
tional data  under  section  3(g)(5)  because 
such  ingredient  is  listed  under  section 
3(g)(1)(A)  as  appearing  to  cause  a  pesticide 
to  meet  or  exceed  a  criterion  for  initiating  a 
public  interim  administrative  review  under 
subsection  (c)(8). '■. 

SEC.  108.  DISCUJSLRE  OF  INERT  INGREDIF.NTS. 

Section  10(d)  (7  U.S.C.  136h(d))  is  amend- 
ed in  the  first  sentence  of  paragraph  (3)  by 
striking  out  "If "  and  inserting  in  lieu  there- 
of "Except  with  respect  to  disclosure  of  in- 
formation on  inert  ingredients  in  ingredient 
statements  in  accordance  with  section  2(n). 
if". 

SEC.  109.  CO.MPENSATION  FOR  DATA  ON  INERT  IN- 
GREDIENTS. 

Subparagraph  (D)  of  section  3(c)(2)  (7 
U.S.C.  136a(c)(2))  is  amended  to  read  as  fol- 
lows: 

■■(D)  Exemption.— 

•■(i)  No  applicant  for  registration  or 
amended  registration  of  a  pesticide  who  pro- 
poses to  purchase  a  registered  pesticide 
from  another  producer  to  formulate  such 
purchased  pesticide  into  the  pesticide  that 
is  the  subject  of  the  application  shall  be  re- 
quired to— 

'■(1)  submit  or  cite  data  pertaining  to  such 
purchased  pesticide,  or 

■■(II)  offer  to  pay  reasonable  compensa- 
tion otherwise  required  by  paragraph  (1)(D) 
for  the  use  of  any  such  data. 

■'(ii)  No  applicant  for  registration  or 
amended  registration  of  a  pesticide  who  pro- 
poses to  purchase  an  inert  ingredient  from 
another  person  to  formulate  the  pesticide 
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shall  be  required  to  offer  to  pay  reasonable 
compensation  otherwise  required  by  para- 
graph (1)(D)  for  a  study  concerning  such  in- 
gredient if  any  portion  of  the  cost  of  the 
study  will  be  or  could  be  included  in  the 
price  of  the  purchased  ingredient.". 

The    CHAIRMAN.    Are    there 
amendments  to  title  I? 

AMENDMENT  OFFERED  BY  MR.  BEDELL 

Mr.  BEDELL.  I  offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Bedell:  Page 
38.  line  17:  delete  the  words  "SIOO.OOO"  and 
insert  in  lieu  thereof  the  words  "$150,000". 

Mr.  BEDELL.  Mr.  Chairman,  I  am 
offering  this  amendment  at  the  re- 
quest of  the  administration. 

I  would  like  to  take  this  opportunity 
to  thank  EPA  officials  for  the  out- 
standing cooperation  which  they  have 
shown  throughout  this  effort  to  write 
a  new  FIFRA  bill. 

The  purpose  of  this  amendment  is  to 
provide  for  uniform  reregistration  fees 
for  all  pesticide  active  ingredients,  re- 
gardless of  where  those  pesticides  are 
in  the  current  reregistration  process. 

H.R.  2482  requires  that  reregistra- 
tion fees  be  paid  in  two  stages.  The  ini- 
tial fee  is  paid  in  order  to  help  EPA 
defray  the  cost  of  examining  the  regis- 
tration file  on  each  pesticide  to  deter- 
mine if  any  required  data  are  missing. 
Because  EPA  has  already  completed 
this  work  on  nearly  130  pesticides,  the 
bill  exempts  these  pesticides  from  the 
first  part  of  the  reregistration  fee. 
This  amendment  would  apply  this  fee 
to  those  pesticides  that  have  under- 
gone the  initial  review  at  EPA  but 
have  not  yet  been  reregistered. 

Although  I  offer  this  amendment 
with  some  reluctance,  the  fact  remains 
that  the  administration  is  concerned 
whether  sufficient  resources  will  be 
available  to  complete  reregistration 
under  the  timetable  established  in  the 
bill. 

This  amendment  would  help  to  close 
the  resource  gap  by  providing  nearly 
$6  million  in  additional  revenue,  and  I 
urge  its  adoption. 

Mr.  ROBERTS.  Mr.  Chairman,  I 
move  to  strike  the  last  word,  and  I  rise 
in  support  of  the  amendment. 

Mr.  Chairman,  I  said  yesterday 
during  general  debate  on  this  legisla- 
tion that  there  were  some  problems 
with  the  legislation  that  we  are  consid- 
ering. One  problem  is  that  it  mandates 
a  time,  a  deadline  for  the  EPA  to  com- 
plete a  reregistration  process,  but  ac- 
cording to  the  EPA  the  user  fees  im- 
posed on  the  registrant  fall  short  by 
nearly  $50  million.  That  is  the  point 
my  colleague  from  Iowa  has  made. 

The  plain  fact  of  the  matter,  the 
truth  of  the  matter  is  the  bill  contains 
numbers  and  demands  on  the  Office  of 
Pesticide  Programs  that  will  be  nearly 
impossible  for  it  to  meet  even  with  the 
reregistration  fees  that  are  provided  in 
this  bill.  I  am  well  aware  of  the  budget 
restrictions  we  face  within  many  of 
our  regulatory  agencies  but  once  again 


without  the  gentleman's  amendment 
Congress  is  mandating  that  an  agency 
do  its  job  without  providing  adequate 
resources  for  it  to  do  the  job. 

I  warned  my  colleagues  in  my  re- 
marks at  that  time  that  the  shortfall 
in  resources  will  surely  mean  that  the 
Office  of  Pesticide  Programs  will  not 
meet  the  mandated  deadlines  in  this 
bill. 

For  that  reason,  to  make  this  bill 
whole,  so  to  speak,  to  pay  for  what  we 
are  about.  I  rise  in  support  of  the  gen- 
tleman's amendment. 

I  would  note  that  my  colleague  from 
Wisconsin  [Mr.  Gunderson]  will  come 
with  an  amendment  to  the  amend- 
ment of  the  gentleman  to  provide  full 
funding  for  the  FIFRA  bill  and  would 
urge  my  colleagues  to  pay  very  close 
attention  to  that  amendment  as  well. 

Mr.  Chairman.  I  yield  back  the  bal- 
ance of  my  time. 

AMENDMENT  OFFERED  BY  MR.  GUNDERSON  TO 
THE  AMENDMENT  OFFERED  BY  MR.  BEDELL 

Mr.  GUNDERSON.  Mr.  Chairman.  I 
offer  an  amendment  to  the  amend- 
ment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Gunderson  to 
the  amendment  offered  by  Mr.  Bedell: 

At  the  end  of  the  amendment  (page  38) 
strike  the  period,  insert  a  semicolon,  and 
add  the  following: 

Page  37.  line  20.  strike  out  "$50,000"  and 
insert  in  lieu  thereof  "$100. OOO"'; 

Page  38,  line  6.  strike  out  $100,000"  and 
insert  in  lieu  thereof  "$200,000": 

Page  38.  line  17.  strike  out  "$100,000"  and 
insert  in  lieu  thereof  "$300.000 ':  and 

Page  39.  line  13.  strike  out  "$100,000"  and 
insert  in  lieu  thereof  "$300,000"." 

Mr.  GUNDERSON  (during  the  read- 
ing). Mr.  Chairman,  I  ask  unanimous 
consent  that  the  amendment  be  con- 
sidered as  read  and  printed  in  the 
Record. 

Is  there  objection  to  the  request  of 
the  gentleman  from  Wisconsin? 

There  was  no  objection. 

Mr.  GUNDERSON.  Mr.  Chairman. 
I,  too,  rise  in  support  of  the  amend- 
ment offered  by  the  distinguished 
chairman  of  our  subcommittee,  Mr. 
Bedell.  However,  I  would  like  to  sug- 
gest to  my  colleagues  that  the  amend- 
ment by  the  gentleman  from  Iowa 
does  not  go  far  enough.  I  would  like  to 
take  a  little  bit  of  time  to  go  with  you 
through  the  numbers  to  exactly  un- 
derstand what  we  are  dealing  with  in 
this  reauthorization.  We  are  undergo- 
ing as  a  result  of  this  legislation  di- 
recting EPA  to  pursue  the  most  mas- 
sive reregistration  of  active  ingredi- 
ents that  has  ever  occurred  in  the  his- 
tory of  this  country.  Within  9  years  we 
are  frankly  to  reregister  every  active 
chemical  ingredient  which  is  used  in 
our  agricultural  chemical  industry  in 
this  country. 

Now,  when  you  take  a  look  at  exact- 
ly what  this  does,  the  estimated  rereg- 
istration cost  in  the  legislation  in  front 
of  us  according  to  the  Environmental 
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Protection  Agency  is  some  $206  mil- 
lion. 

The  current  budget  over  a  9-year 
period  will  bring  in  approximately 
$110  million,  leaving  us  a  revenue 
shortfall  of  $96  million. 

The  legislation  in  front  of  us  on  the 
revenue  side  through  the  registration 
process  brings  in  in  the  food  use  area 
about  $21.9  million  for  those  with  no 
registration  standard,  about  $11.4  mil- 
lion for  those  with  a  registration 
standard;  in  the  area  of  nonfoods,  it 
brings  in  about  $7.9  million  for  those 
with  no  registration  standard  and 
about  $1.12  million  for  those  with  a 
registration  standard,  giving  us  addi- 
tional revenue  of  $42.3  million.  That 
of  course,  if  you  do  some  quick  sub- 
traction, would  suggest  to  you  that 
you  have  approximately  a  $54  million 
shortfall  over  the  9-year  period. 

If  the  gentleman  from  Iowa's 
amendment  is  agreed  to,  that  will  ele- 
vate that  number  and  bring  in  an  addi- 
tional $6  million,  leaving  us  with  a  rev- 
enue shortfall  of  approximately  $48 
million  over  that  same  9-year  period. 

Now,  when  you  bring  this  down  to  a 
typical  annual  year,  what  you  are 
dealing  with  is  a  recognition  that  in 
the  present  abatement  and  control 
budget  for  fiscal  year  1986  for  the  En- 
vironmental Protection  Agency,  they 
spend  approximately  $12.3  million  of 
that  in  reregistration. 

Now,  under  the  bill  that  is  in  front 
of  us,  rather  than  $12.3  million  we  are 
going  to  be  going  to  approximately  $23 
million  annually  or  $206  million  over 
the  9-year  period.  But  the  reregistra- 
tion fees  will  only  bring  in  approxi- 
mately $6  million  a  year.  So  even 
though  we  have  doubled  from  $12  to  $23 
million  because  of  the  increase  in  fees 
under  the  bill  at  the  present  time,  we 
only  increase  from  $12  to  $18  million 
of  the  cost,  we  are  looking  at  approxi- 
mately a  $5  to  $6  million  shortfall 
each  year. 

Here  is  the  problem,  ladies  and  gen- 
tlemen: while  we  would  all  like  to  be 
content  with  that.  No.  1,  we  face  oppo- 
sition from  the  Office  of  Management 
and  Budget  if  we  do  not  properly  fund 
this  legislation.  I  agree  with  the  gen- 
tleman from  Iowa  his  amendment  goes 
in  the  right  direction.  Is  it  enough? 
OMB  will  not  tell  him,  and  they  will 
not  tell  me  it  is  enough.  We  do  not 
know  for  sure. 

That  is  why  I  bring  to  you  this  case 
scenario  that  is  in  front  of  us  at  the 
present  time. 

But  more  so  than  that,  I  think  we 
need  to  understand  that  this  bill  in- 
cludes for  the  first  time  major  time 
,  mandates  that  must  be  met  to  achieve 
*^  the  reregistration  of  all  the  active  in- 
gredients within  9  years  and  gives  the 
opportunity  to  sue  in  court  if  the  En- 
vironmental Protection  Agency  does 
not  meet  those  mandates  and  gives  the 
reimbursement  for  attorney  fees  any- 
time such  a  case  is  brought  to  court. 


absolutely  inviting  cases  to  be  brought 
to  court  to  force  EPA  to  meet  that 
mandate. 

The  problem  with  this  is  very  obvi- 
ous. What  is  going  to  happen  is  next 
year  and  the  year  after  under  Gramm- 
Rudman  we  are  not  going  to  increase 
fimds  for  EPA,  we  are  going  to  pass 
this  legislation  which  increased  the 
mandates,  and  all  of  a  sudden  the 
entire  regulation  and  enforcement  of 
pesticides  in  this  country  are  not  going 
to  be  done  by  the  Agriculture  Commit- 
tee, it  is  not  going  to  be  done  by 
proper  management  of  the  Environ- 
mental Protection  Agency  but  it  is 
going  to  be  done  by  the  courts. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Wisconsin  [Mr.  Gun- 
derson]  has  expired. 

(By  unanimous  consent.  Mr.  Gun- 
DERSON  was  allowed  to  proceed  for  5 
additional  minutes.) 

Mr.  GUNDERSON.  As  the  EPA  Ad- 
ministrator, Dr.  Morse,  said,  "I  am 
going  to  respond  to  the  court  orders.  I 
am  not  about  to  go  to  jail  for  not  pur- 
suing the  timetable  on  a  particular 
active  ingredient." 

So  there  will  be  no  rational  decision- 
making process  to  determine  how  we 
implement  the  FIFRA  legislation  that 
we  are  passing  today. 

Now,  we  are  not  talking  about  a  big 
amount  of  dollars  here.  What  we  are 
talking  about  is  approximately  $48 
million. 
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Some  are  going  to  suggest  that  this 
is  going  to  hurt  the  little  companies.  I 
point  out  to  them  that  we  include  in 
this  legislation  the  absolute  authority 
for  the  administrator  to  reduce  or 
waive  those  reregistration  fees  when- 
ever he  believes  it  is  proper  and  neces- 
sary to  do  so. 

So  each  and  every  one  of  us  ought  to 
decide  today,  do  you  think  it  is  the 
business  of  the  Congress  of  the  United 
States  and  the  taxpayers  of  this  coun- 
try to  pay  for  the  cost  of  reregistra- 
tion or,  frankly,  ought  the  chemical 
companies  which  are  going  to  get  the 
money  and  the  revenues  from  the  sale 
of  those  active  ingredients  pay  for  the 
reregistration  process.  You  decide,  $48 
million  in  my  amendment,  or  are  you 
willing  to  cut  $48  million  out  of  handi- 
capped education,  out  of  Indian  health 
care,  out  of  foreign  aid  to  Mrs.  Atjuino 
or  some  other  program  near  and  dear 
to  your  heart? 

I  think  the  case  is  very  obvious,  and 
that  is  why  I  would  hope  that  we 
would  pass  not  only  the  amendment 
offered  by  Mr.  Bedell,  but  my  amend- 
ment to  his. 

Mr.  ROBERTS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  GUNDERSON.  I  yield  to  the 
gentleman  from  Kansas. 

Mr.  ROBERTS.  Mr.  Chairman,  in 
the  interest  of  my  colleagues  in  terms 
of  information,  I  would  like  to  inform 


them  with  regard  to  the  Administra- 
tion's position,  that  in  talking  with  Dr. 
John  Moore,  who  is  the  Deputy  Ad- 
ministrator of  EPA,  he  has  informed 
me  that  the  administration  will  oppose 
the  FIFRA  bill  if  the  gentleman's 
amendment  is  not  included. 

Mr.  GUNDERSON.  Mr.  Chairman,  I 
thank  the  gentleman  for  his  com- 
ments. 

Mr.  BEDELL.  Mr.  Chairman,  I  move 
to  strike  the  last  word,  and  I  rise  in  op- 
position to  the  amendment. 

Mr.  Chairman,  it  is  obvious  that  I 
am  trying  to  help  the  administration 
in  paying  for  the  cost  of  this  program. 
But  I  hope  people  realize  that  this  is 
something  that  serves  the  public  pur- 
pose. This  is  the  only  case  that  I  know 
of  where  we  have  gone  this  far  in 
saying  that  the  industry  will  have  to 
pay  the  cost  of  something  that  we  are 
doing  for  the  public  purpose. 

I  am  on  the  Agriculture  Committee. 
The  Agriculture  Committee  surely 
does  not  believe  that  we  should  say 
that  meat  inspection  will  have  to  be 
paid  by  all  the  meat  plants  that  are 
slaughtering  livestock. 

So  we  have  gone  a  long  way.  We 
have  already  gone  further  than  was  in 
the  bill  as  we  passed  it  out  of  our  com- 
mittee. The  EPA,  I  understand,  says 
that  pesticides  are  their  No.  1  priority 
at  EPA.  If  that  is  correct,  I  believe  we 
have  a  department  of  Government 
which  does  have  a  mandate  to  try  to 
serve  the  public.  Under  those  circum- 
stances. I  believe  that  the  amendment 
I  offered,  which  does  indeed  increase 
the  funds  that  are  available  to  them, 
goes  as  far  as  we  should  go. 

I  do  not  believe  it  is  proper  for  us  to 
say  that  when  we  are  mandating  some- 
thing for  public  purpose  that  it  should 
be  up  to  the  businesses  themselves  to 
pay  the  entire  cost  of  the  effort. 

So  I  would  hope  that  this  amend- 
ment would  be  defeated  and  that  my 
amendment  would  stand  without  the 
amendment  that  has  been  offered. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Wisconsin  [Mr.  Gunderson) 
to  the  amendment  offered  by  the  gen- 
tleman from  Iowa  [Mr.  Bedell]. 

The  question  was  taken;  and  on  a  di- 
vision (demanded  by  Mr.  Gunderson) 
there  were— ayes  6,  noes  13. 

So  the  amendment  was  rejected. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Iowa  [Mr.  Bedell]. 

The  amendment  was  agreed  to. 

AMENDMENT  OFFERED  BY  MR.  HATCHEB 

Mr.  HATCHER.  Mr.  Chairman.  I 
offer  an  amendment. 

The  CHAIRMAN.  Has  the  amend- 
ment been  printed  in  the  Record. 

Mr.  HATCHER.  The  amendment 
has  been  printed  in  the  Record.  Mr. 
Chairman. 

The  Clerk  read  as  follows: 
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Amendment  offered  by  Mr.  Hatcher:  Page 
40,  strike  out  lines  7  through  19  and  insert 
in  heu  thereof  the  following. 

"(CKi)  Notwithstanding  any  other  provi- 
sion of  this  subsection,  in  the  case  of  a  small 
business  registrant  of  a  pesticide,  the  regis- 
trant shall  pay  a  fee  for  the  reregistration 
of  each  active  ingredient  of  the  pesticide 
that  does  not  exceed  an  amount  determined 
in  accordance  with  this  subparagraph. 

"(ii)  If  during  the  3-year  period  prior  to 
reregistration  the  average  annual  gross  rev- 
enue of  the  registrant  from  pesticides  con- 
taining such  active  ingredient  is— 

"(I)  less  than  $5,000,000.  the  registrant 
shall  pay  0.5  percent  of  such  revenue: 

•■(II)  $5,000,000  or  more  but  less  than 
$10,000,000,  the  registrant  shall  pay  1  per- 
cent of  such  revenue;  or 

•■(III)  $10,000,000  or  more,  the  registrant 
shall  pay  1.5  percent  of  such  revenue,  but 
not  more  than  $150,000. 

•■(iii)  For  the  purpose  of  this  subpara- 
graph, a  small  business  registrant  is  a  corpo- 
ration, partnership,  or  unincorporated  busi- 
ness that— 

'■<I)  has  150  or  fewer  employees;  and 

••(II)  during  the  3-year  period  prior  to  re- 
registration. had  an  average  annual  gross 
revenue  from  pesticides  that  did  not  exceed 
$40,000,000. 

Mr.  HATCHER.  Mr.  Chairman.  I 
rise  to  seek  support  for  this  amend- 
ment that  will  keep  small  businesses 
from  paying  a  disproportionate  share 
of  the  reregistration  fees  imposed  by 
H.R. 5440. 

This  amendment  sets  a  cap  on  rereg- 
istration fees  paid  by  small  businesses, 
guaranteeing  that  all  small  businesses 
would  contribute  toward  pesticide  re- 
registration costs.  This  amendment  is 
not  an  exemption  nor  is  it  a  waiver  for 
small  businesses.  Rather,  it  creates  a 
fair  and  progressive  fee.  based  on  the 
registrants  ability  to  pay,  in  which 
the  fee  rises  in  proportion  to  the  sales 
of  the  active  ingredient.  If  the  sales  go 
above  $10  million  for  a  pesticide  active 
ingredient,  all  businesses  would  be 
treated  equally. 

Mr.  Chairman,  many  small  business- 
es cannot  afford  fees  of  $75,000  to 
$150,000  for  each  active  ingredient  be- 
cause low  volume,  low-profit  products 
cannot  support  such  fees.  A  significant 
number  of  active  ingredients  will  be 
dropped  voluntarily.  Small  businesses, 
which  often  make  small  batches  of 
specialized  pesticide  products,  would 
be  discouraged  from  innovating  new 
low  volume,  low  profit  products  if  they 
have  to  pay  large  reregistration  fees. 
And,  most  important,  research  and  de- 
velopment by  small  companies  would 
surely  decline.  I  believe  this  amend- 
ment would  make  FIFRA  more  equita- 
ble for  small  businesses  and  should  be 
passed,  and  I  ask  for  the  support  of  all 
Members. 

Mr.  DREIER  of  California.  Mr. 
Chairman,  I  rise  in  support  of  the 
amendment. 

Mr.  Chairman,  as  a  member  of  the 
Small  Business  Committee  and  a  vet- 
eran of  the  small  chemical  manufac- 
turing industry,  I  rise  in  support  of 
this    amendment.    Small    businesses 


comprise  an  important  part  of  the  pes- 
ticide industry,  and  this  amendment 
would  make  the  fees  they  must  pay 
for  reregistration  of  active  ingredients 
fair  and  progressive. 

Small  businesses  are  responsible  for 
manufacturing  most  of  the  specialized 
products  which  are  regulated  by 
FIFRA.  But  requiring  them  to  pay  the 
same  $75,000  to  $150,000  reregistration 
fee  that  duPont  and  Dow  pay  does  not 
make  sense.  Many  of  these  products 
are  manufactured  only  in  small  quan- 
tities, or  contain  only  small  amounts 
of  active  ingredients  regulated  by 
FIFRA.  These  small  manufacturers 
tell  me  that,  in  the  face  of  fees  of  this 
magnitude,  they  would  simply  discon- 
tinue many  of  their  products. 

Furthermore,  new  products  which 
small  businesses  are  prominent  in  de- 
veloping will  never  see  the  light  of  day 
if  the  reregistration  fee  structure 
makes  economically  unfeasible. 

This  is  a  serious  situation.  One  com- 
pany in  Indiana  points  out  that  they 
would  have  to  discontinue  an  antimi- 
crobial product  used  in  whirlpool  ther- 
apy for  burn  patients  because  the  fee 
relative  to  the  amount  of  active  ingre- 
dient would  be  prohibitive. 

The  Hatcher  amendment  is  fair,  and 
would  ensure  the  availability  of  those 
products  with  small  markets.  The 
Senate  Agriculture  Committee  has  al- 
ready adopted  this  approach,  and  I 
urge  my  colleagues  to  do  the  same. 
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Mr.  BEDELL.  Mr.  Chairman,  I  move 
to  strike  the  requisite  number  of 
words. 

Mr.  Chairman,  what  we  have  just 
done  is  try  to  raise  the  revenue  in 
order  that  this  would  be  more  in  line 
with  the  cost  of  administering  the  pro- 
gram. I  take  a  back  seat  to  no  one  in 
regard  to  small  business.  Just  as  the 
gentleman  from  California.  I  have 
been  on  the  Small  Business  Commit- 
tee, as  he  knows.  I  think  we  should 
fight  for  small  business. 

I  hope  we  realize  what  has  already 
been  done  in  the  bill.  The  bill  as  it  is 
now  says  that  for  minor  use  pesticides 
the  maximum  that  can  be  charged  is 
$75,000.  Half  of  what  is  otherwise 
charged. 

We  have  also  said  that  the  Adminis- 
trator can  lower  that  fee  if  he  feels 
that  the  fee  is  repressive  and  improp- 
er. What  this  is  doing  is  saying  that  we 
here  in  the  Congress  are  going  to 
decide  on  a  formula  which  we  think 
should  be  put  into  this  bill  that  says 
that  if  you  sell  $5  million  worth  of  a 
given  chemical,  and  I  think  $5  million 
is  a  sizeable  sale,  that  whereas  others 
will  be  paying  $150,000.  you  will  only 
have  to  pay  $25,000.  Indeed,  if  it  is  a 
million  dollars,  you  only  have  to  pay 
$5,000  where  the  others  will  pay  the 
$150,000. 

We  have  tried  to  address  this  prob- 
lem in  committee.  I  think  we  do  have  a 
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problem  in  the  bill  in  terms  of  reve- 
nues for  the  bill.  We  have  just  passed 
legislation  that  would  increase  the  rev- 
enues. I  cannot,  in  all  good  conscience, 
even  though  I  certainly  agree  that  we 
need  to  support  small  business,  sup- 
port something  that  has  come  forth 
by  the  small  business  interests  saying 
now  that  you  are  on  the  floor,  why  do 
you  not  cut  the  fees  for  us  as  we  are 
trying  to  raise  them. 

Mr.  DREIER  of  California.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  BEDELL.  I  yield  to  the  gentle- 
man from  California. 

Mr.  DREIER  of  California.  I  thank 
the  gentleman  for  yielding  to  me. 

Mr.  Chairman,  first  of  all  I  would 
laud  the  small  business  community  for 
ferreting  out  this  problem  and  realiz- 
ing that  it  does  exist.  I  think  that  is  a 
very  complimentary  thing  for  them. 

Mr.  BEDELL.  If  I  may  reclaim  my 
time,  what  is  the  problem  that  exists? 

Mr.  DREIER  of  California.  The 
problem  that  exists  is  this  potential 
crisis  of  a  lack  of  new  and  innovative 
products  which  could  emanate.  That  is 
the  question  I  would  like  to  ask.  In  re- 
sponse to  the  example  I  used  about 
this  company  in  Indiana  which  has  an- 
nounced that  they,  because  of  the  pro- 
hibitive costs,  would  be  prevented 
from  further  researching  and  expand- 
ing this  technology  dealing  with  whirl- 
pool therapy,  they  would  be  prevented 
because  of  the  fees. 

Mr.  BEDELL.  Because  of  the  fees? 
Does  the  gentleman  understand  that 
normally  the  fees  are  a  very,  very 
small  part  of  the  cost?  That  the  big 
cost  to  the  company  is  not  the  fees; 
the  big  cost  to  the  company  is  obtain- 
ing all  of  the  data  that  is  necessary  in 
order  to  apply  for  the  registration. 

Does  the  gentleman  understand 
that? 

Mr.  DREIER  of  California.  If  the 
gentleman  will  yield  further.  I  would 
simply  like  to  say  that  the  gentleman, 
I  hope,  would  come  up  with  an  alter- 
native to  address  concerns  which  have 
been  voiced  by  the  small  business 
sector.  That  really  is  the  stated  goal 
here. 

Mr.  BEDELL.  We  have  done  that. 
We  have  said  that  the  fees  in  no  cir- 
cumstance for  minor  use  chemicals 
can  be  over  half  of  what  the  other  fees 
are. 

We  have  also  said  that  if  indeed  it 
appears  to  the  administrator  that 
those  fees  are  a  problem,  then  the  ad- 
ministrator has  full  power  to  lower  the 
fees  if  an  argument  can  be  shown  that 
the  fees  are  a  problem. 

In  most  cases,  it  is  not  the  fee  that  is 
the  problem.  In  most  cases,  the  prob- 
lem is  the  cost  of  getting  all  the  data 
necessary  in  order  to  properly  comply 
with  the  EPA  requirements. 

Mr.  ROBERTS.  Mr.  Chairman,  I 
move  to  strike  the  requisite  number  of 
words. 
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Mr.  Chairman,  as  I  indicated  before 
in  my  earlier  comments,  this  bill  really 
does  cross  a  very  long  philosophical 
bridge  for  some  of  us.  I  do  not  like 
user  fees.  The  reason  I  do  not  like  user 
fees  in  this  legislation  is  that  regard- 
less of  what  we  are  talking  about  in 
terms  of  the  registration  fees  they  are 
going  to  be  passed  on  to  the  farmer- 
stockman  and  he  can  ill-afford  it. 

We  decided  it  was  in  the  public  in- 
terest to  go  that  route,  if  you  will,  be- 
cause we  did  not  have  the  appropria- 
tions. So  now  we  have  the  bill.  Mr. 
Bedell  has  already  offered  an  amend- 
ment that  has  been  passed  to  almost 
fully  fund  this  legislation.  Then  Mr. 
GtJNDERSON  became  totally  immersed, 
if  you  will,  became  Ivory  Soap  pure. 
We  still  lack  about  $48  million. 

We  have  it  in  the  bill  now  that  it  is 
discretionary  that  the  EPA  Adminis- 
trator can  do  the  very  thing  that  Mr. 
Hatcher  wants  to  do  on  a  more  man- 
datory basis.  I  laud  him  for  his  efforts. 
I  do  not  have  any  other  business  other 
than  small  business  in  my  district.  But 
we  have  no  cost  item  here;  we  have  no 
bottom-line  cost  figure  and  we  are 
going  to  go  at  cross-purposes  with  the 
amendment  that  we  just  passed. 

I  do  not  much  like  the  direction  of 
this  amendment.  I  do  not  like  user 
fees.  I  do  not  like  saddling  small  busi- 
ness and  the  farmer  and  the  stockman 
with  these  costs.  But  if  in  fact  we  are 
you-know-where-bent  in  terms  of  pass- 
ing this  reform  legislation,  we  have 
got  to  make  it  pay  for  itself. 

As  a  consequence,  I  reluctantly 
oppose  Mr.  Hatcher's  amendment  and 
agree  with  my  friend  and  colleague 
from  Iowa. 

Mr.  HATCHER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  ROBERTS.  I  yield  to  the  gentle- 
man from  Georgia. 

Mr.  HATCHER.  I  thank  the  gentle- 
man for  yielding. 

Mr.  Chairman,  I  would  just  like  to 
state  in  response  to  the  gentleman's 
assertion  about  the  discretion  of  the 
Administrator  that  if  this  Member  had 
any  reason  to  believe  that  this  Admin- 
istrator or  subsequent  Administrators 
would  use  that  discretion  to  give  the 
relief  that  small  businesses  need,  I 
would  not  be  here  presenting  this. 

I  happen  to  be  a  Member  who  be- 
lieves they  have  no  intention  of  using 
it,  and  I  would  like  to  see  it  in  the  law 
so  that  the  small  businesses  can  con- 
tinue to  exist. 

Mr.  ROBERTS.  I  would  say  for  the 
benefit  of  my  colleagues  that  my  col- 
league made  an  eloquent  plea  in  that 
regard  during  full  committee  consider- 
ation. I  am  in  agreement  with  him  and 
I  hope  he  becomes  a  catalyst  so  that 
the  Administrator  will  do  exactly  what 
the  gentleman  has  suggested. 

Mr.  RAY.  Mr.  Chairman,  I  move  to 
strike  the  requisite  number  of  words. 

Mr.  Chairman,  I  rise  in  support  of 
the  Hatcher  amendment.  But  in  doing 


so,  I  want  to  compliment  Mr.  Bedell 
on  the  good  job  that  he  has  done  in 
putting  this  bill  together.  It  was  not 
an  easy  task;  I  can  understand  why  he 
would  not  want  it  cluttered  with 
amendments.  I  feel  so  strongly  about 
this  particular  amendment  that  it  is 
important  that  I  get  up  and  speak  on 
its  behalf. 

This  is  a  small  business  issue,  pure 
and  simple.  What  this  amendment 
does  is  to  establish  a  fair  and  progres- 
sive fee  scale,  so  that  all  smal.  business 
registrants  of  pesticide  active  ingredi- 
ents will  contribute  toward  pesticide 
registration  costs,  but  they  will  pay 
the  EPA  fees  based  on  their  ability  to 
pay.  By  adopting  this  amendment,  we 
assure  that  small  businesses  will  not 
be  forced  to  pay  a  disproportionate 
share  of  the  reregistration  fees  on  pes- 
ticide active  ingredients. 

Many  small  companies  simply 
cannot  afford  the  high  fees  that  would 
be  required  if  this  amendment  were 
not  adopted.  If  we  don't  provide  a 
more  equitable  way  of  distributing  the 
burden  of  these  fees,  then  much  of  the 
innovation,  research,  and  development 
in  the  area  of  specialized  pesticide 
products  will  disappear. 

Mr.  Chairman.  I  have  spent  many 
years  as  a  small  businessman.  I  was 
also  in  the  pesticide  business,  so  I  feel 
I  have  some  knowledge  of  the  small 
companies,  many  of  which  do  not  even 
exist  any  more. 

During  the  years,  we  have  seen  the 
number  of  pesticide  manufacturing 
companies,  large  and  small,  diminish 
in  number.  Presently  the  large  compa- 
nies dominate  the  industry,  and  it  is 
important  that  we  in  this  body  give 
these  few  remaining  small  companies 
and  businesses  and  formulaiors  and 
distributors  all  the  support  that  we 
can  possibly  do  so.  We  cannot  leave 
any  doubt  existing. 

The  Hatcher  amendment  fairly  and 
wisely  recognizes  this  weakness  ip  the 
legislation  and  seeks  to  correct  it,  and 
I  urge  its  passage. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Georgia  [Mr.  Hatcher]. 

The  question  was  taken;  and  the 
Chairman  announced  that  the  ayes 
appeared  to  have  it. 

Mr..  MARLENEE.  Mr.  Chairman,  I 
demand  a  recorded  vote,  and  pending 
that  I  make  the  point  of  order  that  a 
quorum  is  not  present. 

The  CHAIRMAN.  Evidently  a 
quorum  is  not  present.  Pursuant  to 
the  provisions  of  clause  2  of  rule 
XXIII,  the  Chair  armounces  that  he 
will  reduce  to  a  minimum  of  5  minutes 
the  period  of  time  within  which  a  vote 
by  electronic  device,  if  ordered,  will  be 
taken  on  the  pending  question  follow- 
ing the  quorum  call.  Members  will 
record  their  presence  by  electronic 
device. 

The  call  was  taken  by  electronic 
device. 
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The  following  Members  responded 
to  their  names: 


Ackennan 

Akaka 

Anderson 

Andrews 

Annunzio 

Anthony 

Applegate 

Archer 

Armey 

Aspin 

Alkins 

AuCoin 

Badham 

Barnes 

Bartlett 

Bateman 

Bates 

Bedell 

Beilenson 

Bennett 

Bentley 

Bereuter 

Berman 

Bevill 

Biaggi 

Bilirakis 

Bliley 

Boehlert 

Hoggs 

Boner  (TN) 

Bonker 

Borski 

Bosco 

Boucher 

Boulter 

Boxer 

Brooks 

Brown  iCAi 

Brown  <  CO  i 

Bruce 

Bryant 

Burton  <INi 

Bustamante 

Byron 

Carney 

Carper 

Carr 

Chandler 

Chapman 

Chappcll 

Chappie 

Clay 

dinger 

Coats 

Col)ey 

Coble 

Coelho 

Coleman  iMOi 

Coleman  iTX) 

Collins 

Combe.st 

Conte 

Cooper 

Coughlin 

Courter 

Coyne 

Craig 

Crane 

Daniel 

Danncmeyer 

Darden 

Daschle 

Daub 

Davis 

de  la  Garza 

Derrick 

DeWine 

Dicks 

DioGuardi 

EKinnelly 

Dorgan  (ND) 

Dornan  '  CA ) 

Downey 

Dreier 

Duncan 

Durbin 

Dwyer 

Dymally 

Dyson 

Eckart  (OH) 

Eckert  (NY) 


[Roll  No.  397) 

Edgar 

Edwards  (CA) 

Edwards  (OK) 

Emerson 

English 

Erdreich 

Evans  (lA) 

Evans  (ID 

Pascell 

Pawell 

Fazio 

Feighan 

Fiedler 

Fields 

Fish 

Florio 

Foglietta 

Foley 

Franklin 

Frenzel 

Puqua 

Gallo 

Garcia 

Gaydos 

Gejdenson 

Gekas 

Gingrich 

Glickman 

Gonzalez 

Goodling 

Gordon 

Gradison 

Gray  'ILi 

Green 

Guarini 

Gunderson 

Hall.  Ralph 

Hamilton 


Madigui 

Markey 

Marlene«  ' 

Martin  (ID 

Martin  (NY) 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCain 

McCandless 

McCloskey 

McCollum 

McCurdy 

McDade 

McEwen 

McGrath 

McHugh 
McKeman 

McKinney 

McMillan 

Meyers 

Mica 

Michel 

Miller  (CA) 

Miller  (OH) 

Miller  (WA) 

Minela 

Moakley 

Molinari 

Mollohan 

Montgomery 

Moody 

Moorhead 

Morri-son  'CT) 

Morrison  :  WAi 

Mrazek 

Murphy 


Hammerschmidt  Murtha 


Hansen 

Hatcher 

Hayes 

Hendon 

Henry 

Hiler 

Holt 

Hopkins 

Hon  on 

Howard 

Hover 

Hubbard 

Huckaby 

Hughes 

Hunter 

Hyde 

Jacobs 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 

Jones  ( TN ) 

Kanjorski 

Kaptur 

Kasich 

Kastenmeier 

Kennelly 

Kildee 

Kolbe 

Roller 

Kostmayer 

Kramer 

LaFalce 

Lagomarsino 

Lantos 

Leach  (lA) 

bent 

Levin  (MI) 

Levine  (CA) 

Lewis  (FD 

Lightfoot 

Lipinski 

Uoyd 

Loeffler 

Lott 

Lowery  (CA)  , 

Lowry  (WA) 

Lujan 

Luken 

Lungren 

Mack 

MacKay 


Myers 

Natcher 

Nelson 

Nichols 

Nielson 

Nowak 

Oakar 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Oxley 

Panetla 

Parris 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Pickle 

Porter 

Price 

Rahall 

Ray 

Regula 

Reid 

Richardson 

Ridge 

Rinaldo 

Ritter 

Roberts 

Robinson 

Rodino 

Roe 

Rogers 

Rose 

Roth 

Roukema 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Sabo 

Savage 

Sax  ton 

Schneider 

Schroeder 

Schulze 

Schumer 

Sensenbrenner 

Sharp 

Shaw 
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Shelby 

Shumway 

Shuster 

Sikorski 

Siljander 

Si^isky 

Skeen 

Skelton 

Slattery 

Slaughter 

Smith  (n.1 

Smith  iIA) 

Smith  (NE) 

Smith  iNJ) 

Smith.  Denny 

(OR) 
Smith.  Robert 

<NH> 
Smith.  Robert 

(OR  I 
Snowe 
Snyder 
Solarz 
Solomon 
Spence 
Spratt 


Staggers 

Stallings 

Stangeland 

Stenholm 

Strang 

Studds 

Stump 

Sundquist 

Swift 

Swindall 

Synar 

Tallon 

Tauke 

Tauzin 

Thomas  <CA) 

Thomas  (GA) 

Torres 

Torncelli 

Towns 

Traficant 

Traxler 

Udall 

Valentine 

Vander  Jagt 

Vento 

Visclosky 


Volkmer 

Vucanovich 

Walgren 

Walker 

Watkins 

Waxman 

Weaver 

Weber 

Weiss 

Wheat 

Whitley 

WhitUker 

Whitten 

Wirth 

Wise 

Wolf 

Wolpe 

Wortley 

Wright 

Wyden 

Wylie 

Yates 

Young  (AK) 

Young (FL) 

Zschau 
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The  CHAIRMAN.  Three  hundred 
forty-seven  Members  have  answered  to 
their  names,  a  quorum  is  present,  and 
the  committee  will  resume  its  busi- 
ness. 

Does  the  gentleman  from  Montana 
[Mr.  Marlenee]  insist  upon  his 
demand  for  a  recorded  vote? 

Mr.  MARLENEE.  Mr.  Chairman,  I 
withdraw  my  demand  for  a  recorded 
vote. 

So  the  amendment  was  agreed  to. 

Mr  HATCHER.  Mr.  Chairman,  the  three 
mam  wood  preservatives— pentachlorophenol, 
creosote  and  inorganic  arsemcals— will 
become  restncted  use  pesticides  on  Novem- 
ber 10,  1986.  Some  States  now  require  all 
persons  who  use,  distnbute,  or  sell  pesticides 
classified  for  restncted  use  to  meet  each 
State's  certified  pesticide  applicator  require- 
ments for  the  respective  States  This  is  a 
hardship  on  many  small  businesses  which  dis- 
tribute and  sell  these  pesticides  in  many 
States.  It  is  also  a  needless  duplication  of  pn- 
vate  and  government  workers'  time  and  finan- 
cial resources.  Reciprocity  for  pesticide  dealer 
licensing  is  needed  in  those  areas  without  co- 
operative agreements  to  mutually  recognize 
uniform  licensing  requirements. 

Report  99-695  on  H.R.  2482,  the  Federal 
Insecticide,  Fungicide,  and  Rodenticide  Act 
Amendments  of  1985,  at  page  30  contains  the 
following  language  dealing  with  the  reciprocity 
of  trairang: 

In  general,  these  amendments  should  be 
construed  in  a  manner  that  encourages  the 
SUtes  to  employ  reciprocity  for  the  satisfac 
tion  of  training  requirements  in  situations 
where  applicators  are  applying  pesticides  in 
more  than  one  State.  Reciprocity  among  the 
States  should  be  considered  an  effective 
means  of  achieving  a  consistently  high  level 
of  competency  while  encouraging  the  free 
flow  of  commerce  across  State  lines. 

This  spirit  of  this  report  language  should 
apply  in  situations  wfiere  dealers,  sales  repre- 
sentatives, and  technical  representatives  of 
pesticides  are  selling  their  product  in  multi- 
state  areas.  Reciprocity  in  this  area  would 
also  help  to  achieve  a  consistent  high  level  of 
dealer  competency  while  encouraging  the  free 
flow  of  commerce  across  State  lines. 


Mr.  DE  LA  GARZA.  Mr.  Chairman,  I 
move  that  the  committee  do  now  rise. 

The  motion  was  agreed  to. 

Accordingly  the  committee  rose; 
and  the  Speaker  pro  tempore  [Mr. 
Foley]  having  assumed  the  chair,  Mr. 
McHuGH,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of 
the  Union,  reported  that  that  commit- 
tee, having  had  under  consideration 
the  bill  (H.R.  2482)  to  amend  the  Fed- 
eral Insecticide,  Fungicide,  and  Roden- 
ticide Act,  and  for  other  purposes,  had 
come  to  no  resolution  thereon. 


CONFERENCE  REPORT  ON  H.R. 
3838,  TAX  REFORM  ACT  OF  1986 

Mr.  ROSTENKOWSKI  submitted 
the  following  conference  report  and 
statement  on  the  bill  (H.R.  3838)  to 
reform  the  internal  revenue  laws  of 
the  United  States: 

Conference  Report  (H.  Rept.  99-841) 

The  committee  of  conference  on  the  dis- 
agreeing votes  of  t  le  two  Houses  on  the 
amendment  of  the  Strnate  to  the  bill  (H.R. 
3838)  to  reform  the  internal  revenue  laws  of 
the  United  States,  having  met.  after  full 
and  free  conference,  have  agreed  to  recom- 
mend and  do  recommend  to  their  respective 
Houses  as  follows: 

That  the  House  recede  from  its  disagree- 
ment to  the  amendment  of  the  Senate  and 
agree  to  the  same  with  an  amendment  as 
foUow's: 

In  lieu  of  the  matter  proposed  to  be  in- 
serted by  the  Senate  amendment  insert  the 
following: 

SECTKIS  I.  SHORT  TITLE:  TABLE  OF  COXTESTS. 

la)  Short  Title.— This  Act  may  be  cited  as 
the  -Tax  Reform  Act  0/1986': 

(b)  Table  of  Contents.— 

TITLE  I-INDIVIDUAL  INCOME  TAX 
PROVISIONS 
Subtitle   A— Rate    Reductions:    Increase    in 
Standard  Deduction  and  Personal  Exemp- 
tions 

Rate  reductions. 
Increase  in  standard  deduction. 
Increase  in  personal  exemptions. 
Technical  amendments. 


Sec. 
Sec. 
Sec. 
Sec. 


101. 
102. 
103. 
104. 


Subtitle  B- 


Sec. 
Sec. 


Sec. 

Sec. 
Sec. 


HI. 
112. 


-Provisions  Related  to  Tax 
Credits 

Increase  in  earned  income  credit. 
Repeal  of  credit  for  contributions 
to  candidates  for  public  office. 
Subtitle  C— Provisions  Related  to 
Exclusions 

121.  Taxation   of  unemployment  com- 
pensation. 

122.  Prizes  and  awards. 

123.  Scholarships. 

Subtitle  D— Provisions  Related  to 
Deductions 

Sec.  131.  Repeal  of  deduction  for  2-eamer 
married  couples. 

Sec.  132.  2-percent  floor  on   miscellaneous 
itemized  deductions. 

Sec.  133.  Medical  expense  deduction  limita- 
tion increased. 

Sec.  134.  Repeal  of  deduction  for  State  and 
local  sales  tax. 

Sec.  135.  Repeal  of  deduction  for  adoption 
expenses. 

Subtitle  E— Miscellaneous  Provisions 

Sec.  141.  Repeal  of  income  averaging. 


deductions    for 
and    entertain- 


of  hobby 


Limitations     on 
meals,    travel 
menL 

Sec.  143.  Changes    in    treatment 
loss.  etc. 

Sec.  144.  Deduction  for  mortgage  interest 
and  real  property  taxes  allow- 
able where  parsonage  allow- 
ance or  military  housing  allow- 
ance received. 

Subtitle  F— Effective  Dates 
Sec.  151.  Effective  dates. 

TITLE  II-PROVISIONS  RELATING  TO 
CAPITAL  COST 

Subtitle  A— Depreciation  Provisions 
Sec.  201.  Modification    of  accelerated   cost 

recovery  system. 
Sec.  202.  Expensing  of  depreciable  assets. 
Sec.  203.  Effective  dates:  general  transition- 
al rules. 
Subtitle  B— Repeal  of  Regular  Investment 
Tax  Credit 

Sec.  211.  Repeal  of  regular  investment  tax 
credit. 

Sec.  212.  Effective  15-year  carryback  of  ex- 
isting carryforwards  of  steel 
companies. 

Sec.  213.  Effective  15-year  carryback  of  ex- 
isting carryforwards  of  quali- 
fied farmers. 

Subtitle  C— General  Business  Credit 

Reduction 

Sec.  221.  Reduction   m   tax  liability  which 

may  be  offset  by  business  credit 

from  85  percent  to  75  percent 

Subtitle  D— Research  and  Development 

Provisions 

Sec.  231.  Amendments  relating  to  credit  for 

increasing  research  activities. 
Sec.  232.  Extension    of  credit   for   clinical 
testing    expenses    for    certain 
drugs. 

Subtitle  E— Changes  in  Certain 
Amortization  Provisions 

Sec.  241.  Repeal  of  5-year  amortization  of 
trademark  and  trade  name  ex- 
penditures. 

Sec.  242.  Repeal  of  amortization  of  railroad 
grading  and  tunnel  bores. 

Sec.  243.  Deduction  for  bus  and  freight  for- 
warder operating  authority. 

Sec.  244.  Treatment  of  expenditures  for  re- 
moval of  architectural  barriers 
to  the  handicapped  and  elderly 
made  permanent 

Subtitle  F— Provisions  Relating  to  Real 
Estate 
Sec.  251.  Modification    of    investment    tax 
credit    for    rehabilitation    ex- 
penditures. 
Sec.  252.  Low-income  housing  credit 
Subtitle  G— Merchant  Marine  Capital 
Construction  Funds 
Sec.  261.  Provisions    relating    to    merchant 
marine    capital    construction 
funds. 

TITLE  III-CAPITAL  GAINS 

Subtitle  A— Individual  Capital  Gains 

Sec.  301.  Repeal  of  exclusion  for  long-term 

capital  gains  of  individuals. 
Sec.  302.  28-percent  capital  gains   rate  for 
taxpayers  other  than  corpora- 
tions. 

Subtitle  B— Repeal  of  Corporate  Capital 
Gains  Treatment 
Sec.  311.  Repeal  of  corporate  capital  gains 
treatment 
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Subtitle  C— Incentive  Stock  Options 
Sec.  321.  Repeal  of  reguirement  that  incen- 
tive stock  options  are  exercis- 
able    only     in     chronological 
order;  modification  of  $100,000 
limitation. 
Subtitle  D—Straddles 
Sec.  331.  Year-end  rule  expanded. 

TITLE  IV-AGRICULTURE.  ENERGY, 
AND  NATURAL  RESOURCES 
Subtitle  A— Agriculture 
Sec.  401.  Limitation   on   expensing   of  soil 
and    water    conservation    ex- 
penditures. 
Sec.  402.  Repeal  of  special  treatment  for  ex- 
penditures for  clearing  land. 
Sec.  403.  Treatment  of  dispositions  of  con- 
verted wetlands  or  highly  erodi- 
ble  croplands. 
Sec.  404.  Limitation     on     certain     prepaid 

farming  expenses. 
Sec.  405.  Tax  treatment  of  discharge  of  cer- 
tain   indebtedness    of   solvent 
farmers. 
Subtitle  B— Treatment  of  Oil.  Gas. 
Geothermal.  and  Hard  Minerals 
Sec.  411.  Treatment    of  intangible    drilling 
costs  and  mineral  exploration 
and  development  costs. 
Sec.  412.  Modification  of  percentage  deple- 
tion rules. 
Sec.  413.  Gam  from  disposition  of  interests 
in  oil.  gas.  geothermal,  or  other 
mineral  properties. 
Subtitle  C— Other  Provisions 
Sec.  421.  Extension    of   energy    investment 
credit    for    solar,     geothermal, 
ocean    thermal,    and    biomass 
property. 
Sec.  422.  Previsions   relating  to  excise  tax 

on  fuels. 

Sec.  423.  Ethyl  alcohol  and  mixtures  thereof 

for  fuel  use. 

TITLE  V-TAX  SHELTER  LIMITATIONS.' 

INTEREST  LIMITATIONS 

Subtitle  A— Limitations  on  Tax  Shelters 

Sec.  501.  Limitations  on  losses  and  credits 

from  passive  activities. 
Sec.  502.  Transitional   rule  for  low-income 

housing. 
Sec.  503.  Extension  of  at  risk  limitations  to 
real  properly. 
Subtitle  B— Interest  Expense 
Sec.  511.  Limitations  on  deduction  for  non- 
business interest. 
TITLE  VI-CORPORATE  PROVISIONS 
Subtitle  A— Corporate  Rate  Reductions 
Sec.  601.  Corporate  rate  reductions. 
Subtitle  B— Treatment  of  Stock  and  Stock 
Dividends 
Sec.  611.  Reduction    in    dividends   received 

deduction. 
Sec.  612.  Repeal  of  partial  exclusion  of  divi- 
dends received  by  individuals. 
Sec.  613.  Nondeductibility  of  stock  redemp- 
tion expenses. 
Sec.  614.  Reduction  in  stock  basis  for  non- 
taxed  portion  of  extraordinary 
dividends. 
Subtitle   C— Limitation   on   Net   Operating 
Loss    Carryforwards    and    Excess    Credit 
Carryforwards 
Sec.  621.  Limitation  on  net  operating  loss 
carryforwards. 
Subtitle  D— Recognition  of  Gain  and  Loss 
on  Distributions  of  Property  in  Liquidation 
Sec  631.  Recognition  of  gain  and  loss  on 
distributions  of  property  in  liq- 
uidation. 


Sec.  632.  Treatment  of  C  corporations  elect- 
ing subchapter  S  status. 
Sec.  633.  Effective  dates. 
Sec.  634.  Study  of  corporate  provisions. 

Subtitle  E— Other  Corporate  Provisions 
Sec.  641.  Special  allocation  rules  for  certain 

asset  acquisitions. 
Sec.  642.  Modification  of  definition  of  relat- 
ed party. 
Sec.  643.  Treatment    of    amortizable    bond 

premium  as  interest. 
Sec.  644.  Provisions  relating  to  cooperative 

housing  corporations. 
Sec.  645.  Special  rules  relating  to  personal 

holding  company  tax. 
Sec.  646.  Certain  entitles  not  treated  as  cor- 
porations. 
Sec.  647.  Special    rule    for    disposition    of 
stock  of  subsidiary. 
Subtitle  F— Regulated  Investment 
Companies 
Sec.  651.  Excise      tax      on      undistributed 
income  of  regulated  investment 
companies. 
Sec.  652.  Treatment    of    business    develop- 
ment companies. 
Sec.  653.  Amendments       to       qualification 

TTiles. 
Sec.  654.  Treatment  of  series  funds  as  sepa- 
rate corporations. 
Sec.  655.  Extension   of  period  for  mailing 

notices  to  shareholders. 
Sec.  656.  Protection  of  mutual  funds  receiv- 
ing third-parly  summonses. 
Sec.  657.  Certain   distributions   not   treated 
as  preferential  dividends. 
G—Real  Estate  Investment  Trusts 
General      qualification       require- 
ments. 
Asset  and  income  requirements. 
Definition  of  rents. 
Distribution  requirements. 
Treatment  of  capital  gains. 
Modifications  of  prohibited  trans- 
action rules. 
Sec.  667.  Deficiency  dividends  of  real  estate 
investment  trusts  not  subject  to 
penalty  under  section  6697. 
Sec.  668.  Excise      tax      on      undistributed 
income   of  real   estate   invest- 
ment trusts. 
Sec.  669.  Effective  dates. 
Subtitle  H~Taxation  of  Interests  in  Entities 

Holding  Real  Estate  Mortgages 
Sec.  671.  Taxation  of  real  estate  mortgage 

investment  conduits. 
Sec.  672.  Rules  for  accruing  original  issue 
discount    on    regular   interests 
and  similar  debt  instruments. 
Sec.  673.  Treatment    of    taxable    mortgage 

pools. 
Sec.  674.  Compliance  provisions. 
Sec.  675.  Effective  dates. 

TITLE  VII— ALTERNATIVE  MINIMUM 
TAX 
Sec.  701.  Alternative  minimum  tax  for  indi- 
viduals and  corporations. 
Sec.  702.  Study  of  book  and  earnings  and 

profits  adjustments. 
TITLE  VIII— ACCOUNTING  PROVISIONS 

Subtitle  A— General  Provisions 
Sec.  801.  Limitation  on  use  of  cash  method 

of  accounting. 
Sec.  802.  Simplified       dollar-value       LIFO 
method  for  certain  smaU  busi- 
nesses. 
Sec.  803.  Capitalisation    and    inclusion    in 
inventory  costs  of  certain  ex- 
penses. 
Sec.  804.  Modifications    of   method    of  ac- 
counting  for    long-term    con- 
tracts. 


Sec. 


Subtitle 

Sec. 

661. 

Sec. 

662. 

Sec. 

663. 

Sec. 

664. 

Sec. 

665. 

Sec. 

666. 

805.  Repeal  of  reserve  for  bad  debts  of 
taxpayers  other  than  financial 
institutions. 
Sec.  806.  Taxable  years  of  certain  entities. 

Subtitle  B— Treatment  of  Installment 
Obligations 

Sec.  811.  Allocation  of  indebtedness  as  pay- 
ment on  installment  obliga- 
tion. 

Sec.  812.  Disallowance  of  use  of  installment 
method  for  certain  obligations. 

Subtitle  C— Other  Provisions 

Sec.  821.  Income  attributable  to  utility  serv- 
ices. 

Sec.  822.  Repeal  of  application  of  discharge 
of  indebtedness  rules  to  quali- 
fied business  indebtedness. 

Sec.  823.  Repeal  of  deduction  for  qualified 
discount  coupons. 

Sec.  824.  Inclusion  m  gross  income  of  con- 
tributions in  aid  of  construc- 
tion. 

TITLE  IX-FINANCIAL  INSTITUTIONS 
Sec.  901.  Limitations  on  bad  debt  reserves. 
Sec.  902.  Interest    incurred    to    carry    tax- 
exempt  bonds. 
Sec.  903.  Termination     of    special    10-year 
carryback  rules  for  certain  fi- 
nancial institutions:  new  spe- 
cial carryover  rules  for  certain 
losses. 
Sec.  904.  Repeal   of  special   reorganization 
rules  for  financial  institutions. 
Sec.  905.  Treatment  of  losses  on  deposits  or 
accounts  in  insolvent  financial 
institutions. 
TITLE  X-INSURANCE  PRODUCTS  AND 
COMPANIES 
Subtitle  A— Policyholder  Issues 

Sec.  1001.  Repeal  of  exclusion  for  interest 
on  installment  payments  of  life 
insurance  proceeds. 

Sec.  1002.  Exclusion  from  income  with  re- 
spect to  structured  settlements 
limited  to  cases  involving  phys- 
ical injury. 

Sec.  1003.  Denial  of  deduction  for  interest 
on  loans  from  certain  life  in- 
surance contracts. 

Sec.  1004.  Deduction  for  nonbusiness  casu- 
alty  losses   covered    by   insur- 
ance  allowable   only   if  claim 
filed. 
Subtitle  B—Life  Insurance  Companies 

Sec.  1011.  Repeal  of  special  life  insurance 
company  deduction. 

Sec.  1012.  Repeal  of  tax-exempt  status  for 
certain  organizations  provid- 
ing commercial-type  insurance. 

Sec.  1013.  Operations  loss  deduction  of  in- 
solvent companies   may  offset 
distributions  from  policyhold- 
ers surplus  account 
Subtitle  C— Property  and  Casualty 
Insurance  Companies 

Inclusion  in  income  of  20  percent 
of  unearned  premium  reserve. 

Treatment   of  certain   dividends 
and  tax-exempt  interest 

Discounting  of  unpaid  losses  and 
certain  unpaid  expenses. 

Repeal  of  protection  against  loss 
account'  revision  of  special 
treatment  for  small  companies: 
combination  of  parts  II  and 
III. 
1025.  Study  of  treatment  of  property 
and  casualty  insurance  compa- 
nies. 


Sec.  1021. 
Sec.  1022. 
Sec.  1023. 
Sec.  1024. 


Sec. 
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Subtitle  D—Miscellaneotis  Provisions 
Sec.  1031.  Physicians'  and  surgeons'  mutual 
protection  and  interindemnity 
arrangements  or  associations. 
TITLE   XI-PENSIONS   AND    DEFERRED 
COMPENSATION:     EMPLOYEE     BENE- 
FITS; EMPLOYEE  STOCK  OWNERSHIP 
PLANS 

Subtitle  A— Pensions  and  Deferred 

Compensation 

Pakt  I— Limitations  on  Tax-Deferred 

Sa  v/.vgs 
subpart  a— rules  applicable  to  iras 
Sec.  1101.  Limitations   on    IRA    deductions 
for  active  participants  in  cer- 
tain pension  plans. 
Sec.  1102.  Nondeductible  contributions  may 
be  made  to   individual   retire- 
ment plans. 
Sec.  1103.  Spousal  deduction  allowed  where 
spouse   has    small    amount    of 
earned  income. 

SUBPART  B~OTHER  PROVISIONS 

Sec.  1105.  $7,000  limitation  on  elective  de- 
ferrals. 

Sec.  1106.  Adjustments  to  limitations  on 
contributions  and  benefits 
under  qualified  plans. 

Sec.  1107.  Modifications  of  section  457. 

Sec.  1108.  Special  rules  for  simplified  em- 
ployee pensions. 

Sec.  1109.  Deductible  contributions  permit- 
ted under  section  50Uc)il8) 
plan. 

Part  II—.\o.'</DfscRi.vi.\ATiON  Requirements 

SUBPART  A  —  GE.WERAL  REQVlRE.VtE.\TS 

Sec.  till.  Application  of  nondiscrimina- 
tion rules  to  integrated  plans. 

Sec.  1112.  Minimum  coverage  requirements 
.'or  qualified  plans. 

Sec.  1113.  .Minimum  vesting  standards. 

Sec.  1114.  Definition  of  highly  compensated 
employee. 

Sec.  1115.  Separate  lines  of  business:  com- 
pensation. 

SUBPART  B— OTHER  PROVISIONS 

Sec.  Ills.  Cash  or  deferred  arrangements. 

Sec.  1117.  Nondiscrimination  requirements 
for  employer  matching  contri- 
butions and  employee  contribu- 
tions. 

Sec.  1118.  Benefits  treated  as  accruing  rat- 
ably for  purposes  of  determin- 
ing whether  plan  is  top-heaiy. 

Sec.  1119.  Modification  of  rules  for  benefit 
forfeitures. 

Sec.  1120.  Nondiscrimination    requirements 
for  tax-sheltered  annuities. 
Part  III— Treatment  of  Distributions 

Sec.  1121.  Minimum  distribution  require- 
ments. 

Sec.  1122.  Taxation  of  distributions. 

Sec.  1123.  Uniform  additional  tax  on  early 
distributions  from  qualified  re- 
tirement plans. 

Sec.  1124.  Election  to  treat  certain  lump 
sum  distributions  received 
during  1987  as  received  during 
1986. 

Part  IV— Miscellaneous  Provisions 

Sec.  1131.  Adjustments  to  section  404  limi- 
tations. 

Sec.  1132.  Excise  tax  on  reversion  of  quali- 
fied plan  assets  to  employer. 

Sec.  1133.  Tax  on  excess  distributions. 

Sec.  1134.  Treatment  of  loans. 

Sec.  113S.  Deferred  annuities  available  only 
to  natural  persons. 

Sec.  1136.  Profits  not  required  for  profit- 
sharing  plans. 
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Sec. 


Sec. 


Sec. 
Sec. 

Sec. 
Sec. 


Sec. 


1139. 
1140 


1137.  Requirement  that  collective  bar- 
gaining agreements  be  bona 
fide. 

1138.  Penalty  on  underpayments  at- 
tributable to  overstatement  of 
pension  liabilities. 

Interest  rate  assumptions. 
Plan    amendments    not    required 
under  January  1,  1989. 

1141.  Issuance  of  final  regulations. 

1142.  Secretary  to  accept  applications 
with  respect  to  section  401 'k) 
plans. 

1143.  Treatment   of  certain  fishermen 

as  self-employed  individuals. 

Sec.  1144.  Acquisition  of  gold  and  silver 
coins  by  individual  retirement 
accounts. 

Sec.  1145.  Requirement  of  joint  and  survi- 
vor annuities  and  preretire- 
ment survivor  annuities  not  to 
apply  to  certain  plan. 

Sec.  1146.  Treatment  of  leased  employees. 

Sec.  1147.  Tax  treatment  of  Federal  Thrift 
Savings  Fund. 
Subtitle  B— Employee  Benefit  Provisions 
Part  I— Nondiscrimination  Rules  for 

Certain  Statutory  Employee  Benefit  Pla.ws 

Sec.  1151.  Nondiscrimination  rules  for  coiy- 
erage  and  benefits  under  cer- 
tain statutory  employee  benefit 
plans. 

Part  II— Other  Provisions 
Sec.  1161.  Deductibility  of  health  insurance 
costs  of  self-employed  individ- 
uals. 
Sec.  1162.  2-year  extension  of  exclusions  for 
educational      assistance     pro- 
grams and  group  legal  plans. 
Sec.  1163.  $5,000   limit   on    dependent   care 
assistance  exclusion. 
Tax  treatment  of  faculty  housing. 
Limitation   on   accrual   j/  laca- 
tion  pay. 

1166.  Treatment  of  certain  full-time  life 
insurance  salesmen. 

1167.  Extension  of  due  date  for  study  o/ 
welfare  benefit  plans. 

1168.  Exclusion  from  gross  income  of 

certain  military  benefits. 
Subtitle  C— Changes  Relating  to  Employee 
Stock  Ownership  Plans 
Sec.  1171.  Repeal  of  employee  stock  owner- 
ship credit. 
Sec.  1172.  Estate  tax  deduction  for  proceeds 
from  sales  of  employer  securi- 
ties. 
Sec.  1173.  Provisions  relating  to  loans  used 

to  acquire  employer  securities. 
Sec.  1174.  Requirements  for  employee  stock 

ownership  plans. 
Sec.  1175.  Additional  qualification  require- 
ments. 
Special  ESOP  requirements 
Transition  rules. 
TITLE  XII-FOREIGN  TAX  PROVISIONS 
Subtitle  A— Foreign  Tax  Credit 
Modifications 
Sec.  1201.  Separate   application   of  section 
904  with  respect  to  certain  cat- 
egories of  income. 
Sec.  1202.  Deemed    paid    credit    under   sec- 
tions 902  and  960  determined 
on  accumulated  basis. 
Sec.  1203.  Clarification  of  treatment  of  sep- 
arate limitation  losses. 
Sec.  1204.  Foreign    taxes    used    to    provide 

subsidies. 
Sec.  1205.  Limitation  on  carryback  of  for- 
eign   tax    credits    to    taxable 
years  beginning  before  1987. 


Sec. 
Sec. 

Sec. 

Sec. 

Sec. 


1164. 
1165. 


Sec. 
Sec. 


1176. 
1177 


Sec.  1211. 

Sec.  1212. 

Sec.  1213. 

Sec.  1214. 


Sec. 
Sec. 


1223. 


Subtitle  B— Source  Rules 

Determination  of  source  in  case 
of  sales  of  personal  property. 

Special  rules  for  transportation 
income. 

Source  rule  for  spax:e  and  certain 
ocean  activities. 

Limitations  on  special  treatment 
of  80-20  corporations. 
Sec.  1215.  Rules  for  allocating  interest,  etc., 

to  foreign  source  income. 
Sec.  1216.  1-year    modification    in    regula- 
tions providing  for  allocation 
of  research   and   experimental 
expenditures. 

Subtitle  C— Taxation  of  Income  Earned 
Through  Foreign  Corporations 

Sec.  1221.  Income  subject  to  current  tax- 
ation. 

Sec.  1222.  Testing  controlled  foreign  corpo- 
rations and  foreign  personal 
holding  companies  by  value 
and  voting  power. 
Subpart  F  de  minimis  rule. 
1224.  Repeal  of  special  treatment  of 
possessions  corporations. 

Sec.  1225.  Only  effectively  connected  cap- 
ital gains  and  losses  of  foreign 
corporations  taken  into  ac- 
count for  purposes  of  accumu- 
lated earnings  tax  and  person- 
al holding  company  provisions. 

Sec.  1226.  Deductions  for  dividends  re- 
ceived from  certain  foreign  cor- 
porations. 

Sec.  1227.  Special  rule  for  application  of 
section  954  to  certain  divi- 
dends. 

Subtitle  D— Special  Tax  Provisions  for 
United  States  Persons 

Modifications  to  section  936. 

Treatment  of  certain  persons  in 
Panama. 
Sec.  1233.  Provisions  relating  to  section  911 
exclusion. 

Foreign  compliance  provisions. 

Treatment  of  certain  passive  for- 
eign investment  companies. 
Sec.  1236.  Treatment  of  interest  on  obliga- 
tions of  the  United  States  re- 
ceived by  banks  organized  in 
Guam. 

Subtitle  E— Treatment  of  Foreign  Taxpayers 

Sec.  1241.  Branch  profits  tax. 

Sec.  1242.  Treatment  of  deferred  payments 
■and  appreciation  arising  out  of 
business  conducted  within  the 
United  States. 

Sec.  1243.  Treatment  under  section  877  of 
property  received  in  tax-free  ex- 
changes, etc. 

Sec.  1244.  Study  of  United  States  reinsur- 
ance industry. 

Sec.  1245.  Information  with  respect  to  cer- 
tain foreign-owned  corpora- 
tions. 
Withholding  tax  on  amounts 
paid  by  partnerships  to  foreign 
partners. 

1247.  Income  of  foreign  governments. 

1248.  Limitation   on   cost  of  property 
imported  from  related  persons. 

Sec.  1249.  Treatment  of  dual  residence  cor- 
porations. 

Subtitle  F— Foreign  Currency  Transactions 

Sec.  1261.  Treatment  of  foreign  currency 
transactions. 


Sec.  1231. 
Sec.  1232. 


Sf^c. 
Sec. 


1234. 
1235. 


Sec.  1246. 


Sec. 
Sec. 


UMI 
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Subtitle  G—Tax  Treatment  of  Possessions 

Part  I— Treatment  of  Guam.  American 
Samoa,  and  the  Northern  Mariana  Islands 
Sec.  1271.  Authority    of    Guam.    American 
Samoa,  and  the  Northern  Mari- 
ana  Islands   to  enact   revenue 
laws. 
Sec.  1272.  Exclusion    of   possession    source 
income  from  the  gross  income 
of  certain  indiinduals. 
Sec.  1273.  Treatment  of  corporations  orga- 
nized    in     Guam.     American 
Samoa,  or  the  Northern  Man- 
ana  Islands. 
Part  II— Treatment  of  the  Virgin  Islands 
Sec.  1274.  Coordination    of    United    States 
and     Virgin     Islands     income 
taxes. 
Sec.  1275.  Virgin    Islands    corporations    al- 
lowed possession  tax  credit. 
Part  III— Cover  Over  of  Income  Taxes 
Sec.  1276.  Cover  over  of  income  taxes. 

Part  IV— Effective  Date 
Sec.  1277.  Effective  date. 

TITLE  XIII-TAX-EXEMPT  BONDS 

Subtitle  A— Amendments  of  Internal 

Revenue  Code  of  1954 

Sec.  1301.  State  and  local  bonds. 

Sec.  1302.  Repeal  of  provisions  relating  to 
general  stock  ownership  corpo- 
rations. 
Subtitle  B— Effective  Dates  and 
Transitional  Rules 


Sec. 


General      effective 


rules  for 
binding 


Sec. 


Sec. 


Sec. 
Sec. 


1311 
dates. 
Sec.  1312.  Transitional 
construction       or 
agreements,  etc. 
Sec.  1313.  Transitional   rules   re- 
lating to  refundings. 
Sec.  1314.  Special   rules  .for  cer- 
tain    bonds     issued     before 
August  16.  1986. 
Sec.  1315.  Transitional   rules  re- 
lating to  volume  cap. 
Sec.  1316.  Provisions  relating  to 
bonds  provided  special  rules 
under  prior  rei'enue  acts. 
Sec.  1317.  Other  transitional 

rules. 
Sec.  1318.  Transitional  rules  for 

specific  facilities. 
Sec.  1319.  Definitions,  etc..  relat- 
ing   to    effective    dates    and 
transitional  rules. 
TITLE  XIV-TRVSTS  AND  ESTATES:  UN- 
EARNED INCOME  OF  CERTAIN  MINOR 
CHILDREN:  GIFT  AND  ESTATE  TAXES: 
GENERATION-SKIPPING        TRANSFER 
TAX 
Subtitle  A— Income  Taxation  of  Trusts  and 
Estates 

Sec.  1401.  Grantor  treated  as  holding  any 
power  or  interest  of  grantor's 
spouse. 

Sec.  1402.  Limitations  to  reversionary  in- 
terest rule  exceptions. 

Sec.  1403.  Taxable  year  of  trusts  to  be  calen- 
dar year. 

Sec.  1404.  Trusts    and    certain    estates    to 
make    estimated    payments    of 
income  taxes. 
Subtitle  B— Unearned  Income  of  Certain 
Minor  Children 

Sec.  1411.  Unearned  income  of  certain 
minor  children. 

Subtitle  C—Gift  and  Estate  Taxes 
Sec.  1421.  Information  necessary  for  valid 
special  use  valuation  electiort 


Sec. 


Sec.  1422.  Gift  and  estate  tax  deductions  for 
certain  conservation  easement 
donations. 

Sec.  1423.  Conveyance  of  certain   real  and 
personal  property  of  decedent 
to  charitable  foundation  treat- 
ed as  charitable  contribution. 
Subtitle  D— Generation  Skipping  Transfers 

Sec.  1431.  New  tax  on  generation-skipping 
transfers. 

Sec.  1432.  Related  amendments. 

Sec.  1433.  Effective  dates. 

TITLE  XV-COMPLIANCE  AND  TAX 

ADMINISTRATION 

Subtitle  A-Revision  of  Certain  Penalties, 

Etc. 

Sec.  1501.  Penalty  for  failure  to  file  infor- 
mation returns  or  statements. 

Sec.  1502.  Increase  in  penalty  for  failure  to 
pay  tax. 

1503.  Amendments  to  penalty  for  negli- 
gence and  fraud. 

1504.  Increase  in  penalty  for  substan- 
tial understatement  of  liabil- 
ity. 

Subtitle  B— Interest  Provisions 

1511.  Differential  interest  rate. 

1512.  Interest  on  aceumulated  earnings 

tax    to    accrue    beginning    on 
date  return  is  due. 
Subtitle  C— Information  Reporting 
Provisions 

Sec.  1521.  Requirement  of  reporting  for  real 
estate  transactions. 

Sec.  1522.  Information  reporting  on  persons 
receiving  contracts  from  cer- 
tain Federal  agencies. 

Sec.  1523.  Returns  regarding  payments  of 
royalties. 

1524.  TINS  required  for  dependents 
claimed  on  tax  returns. 

1525.  Tax-exempt    interest    required    to 

be  shown  on  return. 
Subtitle  D— Provisions  Relating  to  Tax 
Shelters 
Sec.  1531.  Modification  of  tax  shelter  ratio 
test  for  registration  of  tax  shel- 
ters. 
Sec.  1532.  Increased  penalty  for  failure  to 

.  register  tax  shelters. 
Sec.  1533.  Penalty  for  failure  to  include  lax 
shelter    identification    number 
on  return  increased  to  $250. 
Sec.  1534.  Increased  penalty  for  failure  to 
maintain  lists  of  investors  in 
potentially  abusive  tax  shelters. 
Sec.  1535.  Clarification     of     treatment     of 
sham    or  fraudulent    transac- 
tions under  section  662  lie  J. 
Subtitle  E— Estimated  Tax  Provisions 
Sec.  1541.  Current    year    liability    test    in- 
creased from  80  to  90  percent 
for  estimated  tax  payments  by 
individuals. 
1542.  Certain  tax-exempt  organizations 
subject  to  corporate  estimated 
tax  rules. 
Waiver  of  estimated  penalties  for 
1986  underpayments  attributa- 
ble to  this  Act. 
Subtitle  F— Provisions  Regarding  Judicial 
Proceedings 
Sec.  1551.  Limitations  on  awarding  of  court 
costs  and  certain  fees  modified. 
1552.  Failure  to  pursue  administratii^e 
remedies. 
Tax  Court  practice  fee. 
Clarification  of  jurisdiction  over 
addition   to  tax  for  failure  to 
pay  amount  of  tax  shown  on 
return. 


Sec. 


Sec. 


Sec.  1543. 


Sec. 

Sec. 
Sec. 


1553. 
1554. 


Sec.  1555.  Authority  to  require  attendance 
of  United  Slates  marshals  at 
Tax  Court  sessions. 

Sec.  1556.  Changes  in  certain  provisions  re- 
lating to  special  trial  judges. 

Sec.  1557.  Effect  on  retired  pay  by  election 
to  practice  law.  etc..  after  re- 
tirement. 

Sec.  1558.  Authorization  for  appeals  from 
interlocutory  orders  of  the  Tax 
Court. 

Sec.  1559.  Changes  relating  to  annuities  fcr 
surviving  spouses  and  depend- 
ent   children     of    Tax     Court 
judges. 
Subtitle  G—Tax  Administration  Provisions 

Sec.  1561  Suspension  of  statute  of  limita- 
tions if  third-party  records  not 
produced  within  6  months  after 
service  of  summons. 

Sec.  1562.  Authority  to  rescind  notice  of  de- 
ficiency with  taxpayer's  con- 
sent. 

Sec.  1563.  Authority  to  abate  interest  due  to 
errors  or  delays  by  the  Internal 
Revenue  Service. 

Sec.  1564.  Suspension  of  compounding 
where  interest  on  deficiency 
suspended. 

Sec.  1565.  Certain  service-connected  disabil- 
ity payments  exempt  from  levy. 

Sec.  1566.  Increase  in  value  of  personal 
property  subject  to  certain  list- 
ing and  notice  procedures. 

Sec.  1567.  Certain  recordkeeping  require- 
ments. 

Sec.  1568.  Disclosure  of  returns  and  return 
information  to  certain  cities. 

Sec.  1569.  Treatment  of  certain  forfeitures. 
Subtitle  H— Miscellaneous  Provisions 

Sec.  1571.  Withholding  allowances  to  reflect 

new  rate  schedules. 
Sec.  1572.  Report  on  return-free  system. 
TITLE  XVI-EXEMPT  AND  NONPROFIT 
ORGANIZATIONS 

Sec.  1601.  Certain  distributions  of  low  cost 
articles  and  exchanges  and 
rentals  of  member  lists  by  cer- 
tain organizations  not  to  be 
treated  as  unrelated  trade  or 
business. 

Sec.  1602.  Educational  activities  at  conven- 
tion and  trade  shows. 

Sec.  1603.  Tax  exemption  for  certain  title- 
holding  companies. 

Sec.  1604.  Exception  to  membership  organi- 
zation deduction  rules. 

Sec.  1605.  Tax-exempt  status  for  an  organi- 
zation introducing  into  public 
use  technology  developed  by 
qualified  organizations. 

Sec.  1606.  Definition  of  government  official 

Sec.  1607.  Transition  rule  for  acquisition 
indebtedness  with  respect  to 
certain  land. 

Sec.  1608.  Treatment    of   certain    amounts 
paid  to  or  for  the  benefit  of  cer- 
tain institutions  of  higher  edu- 
cation. 
TITLE  XVII-MISCELLANEOUS 
PROVISIONS 

Sec.  1701.  Extension    and    modification    of 

targeted  jobs  credit 
Sec.  1702.  Certain  diesel  fuel  taxes  may  be 

imposed  on  sales  to  retailers. 
Sec.  1703.  Gasoline  tax  generally  collected 

at  terminal  level 
Sec.  1704.  Exemption  from   social  security 

coverage  for  certain  clergy- 
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Sec. 
Sec. 


1710. 

nil. 


Sec.  170S.  Applicability    of    unemployment 

compensation    tas    to    certain 

services  performed  for  certain 

Indian  tribal  governments. 

Sec.  1706.  Treatment    of  certain    technical 

personnel 
Sec.  1707.  Exclusion  for  certain  foster  care 

payments. 
Sec.  1708.  Extension  of  rules  for  spouses  of 

individuals  missing  in  action. 
Sec.  1709.  Amendment  to  the  Reindeer  In- 
dustry Act  of  1937. 
Quality  control  studies. 
Adoption    assistance    agreements 
under  adoption  assistance  pro- 
gram: payment  of  nonrecurring 
expenses   related   to   adoptions 
of  children  with  special  needs. 
TITLE  X  VIII-  TECH  NIC  A  L 
CORRECTIONS 
Sec.  1800.  Coordination  with  other  titles. 
Subtitle  A— Amendments  Related  to  the  Tax 

Reform  Act  of  1984 
Chapter  I—Ame.wdme.'vts  Related  to  Tttle  I 

OF  THE  Act 
Sec.  1801.  Amendments  related  to  deferral  of 

certain  tax  reductions. 
Sec.  1802.  Amendments      related      to      tax- 
exempt    entity    leasing    provi- 
sions. 
Sec.  1803.  Amendments  related  to  treatment 
of  bonds  and  other  debt  instru- 
ments. 
Sec.  1804.  Amendments  related  to  corporate 

provisions. 
Sec.  1805.  Amendments   related  to  partner- 
ship provisions. 
Sec.  1806.  Amendments  related  to  trust  pro- 

visions. 
Sec.  1807.  Amendments  related  to  account- 
ing changes. 
Sec.  1808.  Amendments  related  to  tax  strad- 
dle provisions. 
Sec.  1809.  Amendments  related  to  deprecia- 
tion provisions. 
Sec.  ISIO.  Amendments    related    to   foreign 

provisions. 
Sec.  1811.  Amendments  related  to  reporting. 

penalty,  and  other  provisions. 
Sec.  1812.  Amendments  related  to  miscella- 
neous provisions. 
Chapter  2—Amesdme.sts  Related  to  Title  II 

OF  THE  Act 
Sec.  1821.  Amendments    related    to    section 

211  of  the  Act. 
Sec.  1822.  Amendments    related    to    section 

216ofthe  Act. 
Sec.  1823.  Amendment  related  to  section  217 

of  the  Act 
Sec.  1824.  Amendment  related  to  section  218 

of  the  Act. 
Sec.  1825.  Amendments    related    to    section 

221  of  the  Act. 

Sec.  1826.  Amendments    related    to    section 

222  of  the  Act 

Sec.  1827.  Amendments    related    to    section 

223  of  the  AcL 

Sec.  1828.  Amendment  related  to  section  224 
of  the  AcL 

Sec.  1829.  Waiver  of  interest  on  certain  un- 
derpayments of  tax. 

Sec.  1830.  Scope  of  section  255  of  the  Tax 
Equity  and  Fiscal  Responsibil- 
ity Act  of  1982. 

Chapter  S—Amehdments  Related  to  Tttle 
III  or  THE  Act 

Sec.  1831.  Amendment  related  to  section  301 

of  the  AcL 
Sec.  1832.  Amendment  related  to  section  303 

of  the  AcL 
Sec  1833.  Amendment  related  to  section  305 

of  the  AcL 
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Sec.  1834.  Amendment  related  to  section  311 
of  the  AcL 

Chapter  4— Amendments  Related  to  Tttle 

IV  OF  THE  Act 

Sec.  1841.  Amendment  related  to  section  311 

of  the  AcL 
Sec.  1842.  Amendments    related    to    section 

421  of  the  AcL 

Sec.  1843.  Amendments    related    to    section 

422  of  the  AcL 

Sec.  1844.  Amendments    related    to    section 

431  of  the  AcL 
Sec.  1845.  Amendment  related  to  section  452 

of  the  AcL 
Sec.  1846.  Amendments    related    to   section 

473  of  the  AcL 

Sec.  1847.  Amendments    related    to    section 

474  of  the  AcL 

Sec.  1848.  Amendments    related    to    section 

491  of  the  AcL 
Chapter  5— Amendments  Related  to  Section 

216  of  the  Act 
Sec.  1851.  Amendments    related    to    welfare 

benefit  plan  provisions. 
Sec.  1852.  Amendments   related   to  pension 

plan  provisions. 
Sec.  1853.  Amendments     related    to    fringe 

benefit  provisions. 
Sec.  1854.  Amendments  related  to  employee 

stock  ownership  plans. 
Sec.  1855.  Amendments  related  to  miscella- 
neous employee  benefit  provi- 
sions. 
Chapter  6— Amendments  Related  to  Title 
VI  of  the  Ait 
Sec.  1861.  Amendments    related    to    spction 

611  of  the  AcL 
Sec.  1862.  Amendment  related  to  section  612 

of  the  AcL 
Sec.  1863.  Amendment  related  to  section  613 

of  the  AcL 
Sec.  1864..  Amendments    related    to   section 

621  of  the  AcL 
Sec.  1865.  Amendment  related  to  M-idon  622 

of  the  AcL 
Sec.  1866.  Transitional    rule    for    limit    on 

s?nnii  issue  exception. 
Sec.  1867.  Amendments    related    to    sectior. 

624  of  the  .let. 
.Sec.  1868.  Amendment  related  to  section  625 

of  the  AcL 
Sec  1869.  Amendments    related    to   section 

626  of  the  AcL 
Sec.  1870.  Amendment  related  to  section  627 

of  the  AcL 
Sec.  1871.  Amendments    related    to    section 

628  of  the  AcL 
Sec.  1872.  Amendments    related    to    section 

631  of  the  AcL 

Sec.  1873.  Amendments    related    to    section 

632  of  the  AcL 

Chapter  7--Miscellaneous  Provisions 
Sec.  1875.  Amendments  related  to  title   VII 

of  the  AcL 
Sec.  1876.  Amendments  related  to  title  VIII 

of  the  AcL 
Sec.  1877.  Amendments  related  to  title  IX  of 

the  AcL 
Sec.  1878.  Amendments  related  to  title  X  of 

the  AcL 
Sec.  1879.  Miscellaneous  provisions. 
Chapter  8— Effective  Date 
Sec.  1881.  Effective  date. 

Subtitle  B— Related  to  Other  Programs 

Affected  by  the  Deficit  Reduction  Act  of  1984 

Chapter  1— Amendments  Related  to  Social 

Securtty  Act  Programs 
Sec.  1882.  Amendments  related  to  coverage 
of  church    employees    (section 
2603  Of  the  Deficit  Reduction 
Act). 


Sec. 


1883.  Technical    corrections    in    other 
provisions  related  to  Social  Se- 
curity Act  programs. 
Chapter  2— Amendments  Related  to 
Unemployment  Compensation  Program 
Sec.  1884.  Technical  corrections  in  Federal 
Unemployment  Tax  AcL 
Chapter  3— Amendments  Related  to  Trade 
and  Tariff  Programs 
Sec.  1885.  Amendments  to  the  tariff  sched- 
ules. 
Sec.  1886.  Technical  corrections  to  counter- 
vailing and  antidumping  duty 
provisions. 
Sec.  1887.  Amendments  to  the  Trade  Act  of 

1974. 
Sec.  1888.  Amendments  to  the  Tariff  Act  of 

1930. 
Sec.  1890.  Amendments    to    the    Caribbean 

Basin  Economic  Recovery  AcL 
Sec.  1891.  Conforming  amendments  regard- 
ing customs  brokers. 
Sec.  1S92.  Special  effective  date  provisions 
for  certain  articles  given  duty- 
free treatment  under  the  Trade 
and  Tariff  Act  of  1984. 
Sec.  1893.  Technical    amendments    relating 
to  customs  user  fees. 
Subtitle  C— Miscellaneous 
Chapter    1— Amendments    Related    to    the 
Consolidated  Omnibls  Budget  Reconcili- 
ation Act  of  1985 
Sec.  1895.  COBRA  technical  corrections  re- 
lating  to   Social  Security  Act 
programs. 
Sec.  1896.  Extension  of  time  for  filing  for 
credit  or  refund  with  respect  to 
certain   changes   involving  in- 
solvent farmers. 
Sec.  1897.  Correction    of  clerical    error    in 
amendments  to  coal  tax. 
Chapter  2—AME.vi>.\fENTs  Related  to  the 
Retirement  Equity  Act  of  1984 
Sec.  1898.  Technical  corrections  to  the  Re- 

ti.ement  Equity  Act  of  1984. 
Chapter    3— Amendment    Related    to    the 
Child  Support  Enforcement  Amendments 
OF  1984 

S-.  ■-.  1899.  Amendment  related  to  the  Child 
Support    Enforcement    Amend- 
ments of  1984. 
Chapter      4— Miscellaneous      Amend.vents 
Correcting  Errors  of  Spelling,  Punctua- 
tion, Etc. 

Sec.  1899A.  Miscellaneous  amendments  cor- 
recting errors  of  spelling,  punc- 
tuation, etc. 

.SAT.  .'.  I.VTKK.SAL  KEtK.ME  CODE  OF  /S*«. 

'ai  Redesignation  of  1954  CoDE.~The  In- 
ternal Revenue  Title  enacted  August  16, 
1954.  as  heretofore,  hereby,  or  hereafter 
amended,  may  be  cited  as  the  "Internal  Rev- 
enue Code  of  1986". 

lb)  References  in  Law.";,  Etc.  — Except 
when  inappropriate,  any  reference  in  any 
law.  Executive  order,  or  other  document— 

11)  to  the  Internal  Revenue  Code  of  1954 
shall  include  a  reference  to  the  Internal  Rev- 
enue Code  of  1986,  and 

(2!  to  the  Internal  Revenue  Code  of  1986 
shall  include  a  reference  to  the  provisions  of 
law  formerly  known  as  the  Internal  Revenue 
Code  of  1954. 
SEC.  1.  amendment  of  ISHt  CODE;  COORDINATION 

with  section  is. 
(a)  Amendment  of  1986  Code.— Except  as 
otherwise  expressly  provided,  whenever  in 
this  Act  an  amendment  or  repeal  is  ex- 
pressed in  terms  of  an  amendment  to,  or 
repeal  of.  a  section  or  other  provision,  the 
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reference  shall  be  considered  to  be  made  to  a  "(f)  Adjustments  in  Tax  Tables  so  That  In-  as  if  such  individual  were  taxable  under 

section  or  other  provision  of  the  Internal  flation    Will    Not    Result    in    Tax    In-  subsection  (a). 

Revenue  Code  of  1986.  creases.—  "(3)  Appucable  dollar  amount.— For  pur- 

(b)  Coordination  With  Section  15.—  "(1)  In  general.— Not  later  than  December  poses  of  paragraph  il),  the  applicable  dollar 

<1)  In  general.— Except   as  provided  in  15  of  1988,  and  each  subsequent  calendar  amount  shall  be  determined  under  the  fol- 

paragraph  (Z),  for  purposes  of  section  15  of  year,    the  Secretary  shall  prescribe   tables  lowing  table: 

the    Internal    Revenue    Code    of   1986,    no  which  shall  apply  in  lieu  of  the  tables  con-  -in  the  case  of  a  taxvay- 

amendment  or  repeal  made  by  this  Act  shall  tained  in  subsections  (a),  (b).  (cJ,  Id),  and  ^^  j^  which  the  fol- 

be  treated  as  a  change  in  the  rate  of  a  tax  (e)  with  respect  to  taxable  years  beginning  lovnng  subsection  of  —        ~j     w      rf«ii« 

imposed  by  chapter  1  of  such  Code.  in  the  succeeding  calendar  year.  this  section  applies:      "*  «^    5*^7^    "^^^ 

(2)  Exception.— Paragraph   (1)  shall  not  "(2/  Method  of  prescribing  tables.— TTie  ^uftj^caon  ra>                  tTi'soo^^ 

apply  to  the  amendment  made  by  section  table  which  under  paragraph  11/  is  to  apply  subsection  (br  """""""'".     Sl.eso 

601  (relating  to  corporate  rate  reductions).  in  lieu  of  the  table  contained  in  subsection  subsection  (c)"I''""~~Z     43.110 

TITLE  I— INDIVIDUAL  INCOME  TAX  (a),  (b),  (c),  (d).  or  (e),  as  the  case  may  be.  subsection  id)".'.""""'"...     3$.9SO 

PROVISIONS  with  respect  to  taxable  years  beginning  in     subsection  le) 13.000 

Subtitle  A-Rate  Reductions;  Increase  IN  any  calendar  year  shall  be  prescribed-  ..,4,    Adjustment   for    iNFLATiON.-ln    the 

STANDARD  DEDUCTION  AND  PERSONAL  ExEMP-  .     '^'  bv  increasing  themimmumandmax.  ^^^  ^f         ^^„j,j^  ^^„^  beginning  in  a  col- 

rioNS  """"*  ''°"'""  ""'"""^  ^°  V'^'L  "^"'^  ".T^t  endar  year  after  1988,  each  dollar  amount 

JcwiRATEREDlCTloy^  for  whxch  a  tox  IS  imposed  under  such  table  eon/azned    tn    paragraph    13)   shaU   be   tn- 

''la'^^^Z^RuL^^ection  1  Irelattng  to  ^vj^^^  oo^t^f -living  adjustment  for  such  ca,  abyanamountegualto- 

'";T£r  '"'"''""'^^  ''  '^"^^"'^^  '°  '^'^y'rl,  'Tr'  '^'  T.   "T'^'^b  ''^Te'cTo^^^^g'^C^Tlter- 

read  as  follows.  to  any  rate  bracket  as  adjusted  under  sub-  ^     subsection  if,i3i  for  the  calen- 

-SECT,0SJ.TAX,MP0SF.D.           ^     _  .    ^  _  paragraph  I  A)  and  dar  yearin  which  the  taxable  year  begins. 

-la)  MARRIED  INDIVIDUALS  FILING  JoiNTjiE-  -(C)  by  adjusting  the  amounts  setting  ..,^,  ^^^  schedules  for  Taxable  Years  Re- 
turns AND  SURVIVING  SPOUSES.-There  is  forth  the  tax  to  the  extent  necessary  to  re-  ^^^^^^^  ,^  1987.-In  the  case  of  any  taxabU 
hereby  imposed  on  the  taxable  income  of—  fleet  the  adjustments  in  the  rate  brackets.  beginning  in  1987— 

■■(1)  every  married  individual  las  defined  -(31  Cost-of-living  AWUSTMENT.-For  pur-  "  ,       subsection  lo)  shall  not  avolv  and 

in  section  7703>  ^Ho  makes  a  ^Jigle  return  ^oses  of  paragraph  12).  the  cost-of-living  ad-  .!,',  L%  Kn'  /.S".LSv  rn  »«. 

jointly  with  his  spouse  under  section  6013,  justment  for  any  calendar  year  is  the  per-  ^^^  ^^^^^^  set  forth  in  subsections  la),  lb), 

and                                                     ^  ,.     ^  centage  iif  any)  by  which-  ici  id)  and  le)- 

-12)  every  surviving  spouse  las  defined  in  v^y  the  C PI  for  the  preceding  calendar  "'^l  '^^^^^^^  individuals  fiung  joint  RE- 

Ttrdetelmined  in  accordance  with  the  fol-  ^'^^sT^Jpi  .for  the  calendar  year  1987.  ^^^  ^,:Z:::^rof!:^!^U^^  l^fS- 

lowing  table:  -(4)  CPI  for  any  calendar  year.— For  pur-  iJl           *'*'•' 

■■movable  income  is          The  tax  is:  poses  of  paragraph  13).  the  CPI  for  any  cal- 

Not  over  S-29. 750 15%  of  taxable  income.  endar  year  is  the  average  of  the  Consumer  1.' taxable  income  is          Thetaxis: 

Over  $29.750 S4.462.50.    plus   28%   0/  Price  Index  OS  of  the  close  Of  the  12-monlh     Not  over  $3.000... 11%  oj  taxable  income. 

the  rxcess  over  $29,750  period  ending  On  August  31  of  such  calendar  Over  $3,000  but  not  over   $330.   plus-  15%   o/  the 

-lb,    Hr.ADS    OF    HotSEHOLDS.-There    is  'year.  Oiir$%.ooo    but    not   $1^ ZI ^^"of  the 

hereby   imposed  on   the  taxable  income  of  "15)  Consumer  price  index.— For  purposes  over  $45,000.                     excess  over  $2S.ooo. 

every  head  of  a  household  las  defined  in  sec-  of  paragraph  1 4).  the  term    Consumer  Price  q,,„    ui.ooo    but    not   $i.840.  plus  35'^,  of  the 

tion  2ib/'  a.  lax  delemiined  in  accordance  index'  means  the  last  Consumer  Price  Index  over  $90,000.                     excess  over  $45. 000 

with  the  following  table:  /or  all-urban  consumers  published  by  the  De-     Over  $90.000 $24,590.   plus   38.5%   of 

■■!.  taxable  income  ,s          The  tax  is:  partment  of  Labor  For  purposes  of  the  pre-  the  excess  over  $90,000. 

Not  over  $23.300 15%  of  taxable  income.  ceding  sentence,    the   revision   of  the  Con-  -/g/  Heads  of  households.— The  table  to 

Over  $23.900 $3,585.  plus  28%  of  the  smner  Price  Index  which  is  most  consistent  apply  for  purposes  of  subsection  rb)  is  as  fol- 

excess  over  $23,900.  y.j^/j  ^f^g  Consumer  Price  Index  for  calendar  jojrs. 

-10  Unmarried  Individuals  iOther  Than  year  1986  shall  be  used.  ..^^  ^^^^^^  ^^^^^  ^          j^^  ,„  ^^. 

Surviving  Spouses  and   Heads   of  House-  16)  Rounding.—  Not  over  $2  500                 11%  of  taxable  income 

HOLDS).  — There  is  hereby  imposed  on  the  tax-  -iai   In  ce.veral.—U  any  increase  deter-  over  $2,500  but  not  oixr   $275.   plus   15%   of  the 

able  income  of  every  individual  lother  than  mined   under  paragraph    i2)iA),   subsection  s23.000.                            excess  over  $2,500. 

a  surviving  spouse  as  de.fined  in  section  2la)  tg)l4),  section  63icil4).  or  section  151id)i3)  over    $23,000    but    not    $3,350.  plus  28%  of  the 

or  the  head  of  a  household  as  defined  m  sec-  is  not  a  multiple  of  $50,  such  increase  shall  over  $38.ooo.                     excess  ove^  $23,000. 

tion  2ib)/  who  is  not  a  married  individual  be  rounded  to  the  next  lowest  multiple  of  Over    $38,000    but    not    $7,550.  plus  35%  of  the 

las   defined   in   section    7703)   a   tax  deter-  $50.  n'VJ'rl'nnT                    ," 'f/ °rTL    j/s-c    0/ 

mined    in    accordance    with    the  following  IB)  Table  for  married  individuals  filing     Over $so.ooo theeicessover $80,000. 

table'  separately.— In  the  case  of  a  married  indi- 

.„/    „                          rh.,„r,.  vidual  filing   a   separate   return,    subpara-  -'Ci    Unmarried  individuals   other    than 

ZTersnsir             ]^%^ liable  income  graph  I  A)  lother  than  irilh  respect  to  section  surviving    spouses    and    heads    of    house- 

Ot-^ri/r/so        ::::::::::;:    iimsrp/LT^ro/  63lc)l4))   shaU   be   applied   by   substituting  noLDS.-The  taUe  to  apply  for  purposes  of 

the  excess  over  $17,850.  ■$25'  for  •$50'  each  place  it  appears.  subsection  <c)  is  as  follows. 

"Id)  Married  Individuals  Filing  Separate  'ig)   Phaseoit  of  15-Percent  Rate  and  1/ taxable  income  is         Thetaxis: 

Returns —There  is  hereby  imposed  on  the  Personal  Exemptions.-                                       Not  over  $i.S00 11%  of  taxable  income. 

taxable  income  of  every  married  individual  -ID  In  GENERAL.-The  amount  of  tax  im-  over  $i.soo  but  not  or^  $198.   plus   15%   of  the 

las  defined  in  section  7703)  who  does  not  posed  by  this  section  1  deterrriined  without  »j«»"0.                          $^47tlZ28%of  the 

make  a  single  return  jointly  with  his  spouse  regard  to  this  subsection)  shall  be  increased  Ovej    $i6.8m^    ^ut    not   *2^«^/j^^  ^^^^^^  °^  '^ 

under  section  6013,  a  tax  determined  in  ac-  by  5  percent  of  the  excess  Hfany)  of-  ^^^    t27  000    but    not   $5,304.  plus  35%  of  the 

cordance  with  the  following  table:  "lA)  taxable  income,  over  ^^^^  ,j^  ggg                      ^p^jj  ^ver  $27,000 

„,      ^,                          •TT,^,„.„  -IB)  the  applicable  dollar  amount                   over  $54.000 $14,754,    plus   38.5%   of 

Ni!Zr1lZ7Zl ^%" taxable  income.  -'J)  ^'"•^^^°';'-J^'.'^'ZZUTaZ'7^  "" """  °"'  *"''""' 

Over  $14,875 $2,231.25.    plus   28%    of  under  paragraph  ID  With  respect  to  any  lax-  -/dj  married  individuals  fiung  separate 

the  excess  over  $14,875.  payer  for  any  taxable  year  shall  not  exceed  n^jy^^g.-The  table  to  apply  for  purposes  of 

■■(e)  Estates  and  Trusts.— There  is  hereby     the  sum  of—         ^     ,  ,^                        „„„,  subsection  id)  is  as  follows: 

taxable  under  this  subsection  a  tax  deter-  subsection  la),  lb),  Ic),  or  le)  (whichever  ap-  ^^'^^                             excess  over  $1,500 

mined   in   accordance   with   the  following  plies),  and                ,  .^    ^  ^     .         ^     -.^  Over   $14,000    but    not  $2,040,  plus  2S%  of  the 

f-l-lg.  -(B)  28  percent  of  the  deductions  for  per-  over  $22,500                      excess  over  $  14.000 

sonal  exemptions  allowable  to  the  taxpayer  Qver    $22,500    but    not   $4,420,  plus  35%  of  the 

"IS  taxable  income  is          Thetaxis:  for  the  taxable  year  under  section  151.  over  $45,000.                       excess  over  $22.iOO 

l°'°::fil-'""' ,\^n°' ^f^R^T'the  In  the  case  Of  any  individual  taxable  under    over$45.ooo $12,295.   plus   38.5%  of 

°^'  *'■"'' "^o^r  «V  5«e«c^tio«  (Ik  subparagraph  (A)  shall  apply  the  excess  ot.r  $45,000. 
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"<E>  Estates  and  trusts.— The  table  to 
apply  for  purposes  of  subsection  (et  is  as  fol- 
lows: 

"If  tarable  xncome  u  The  las  is: 

Not  over  SSOO 77%  o/  taxable  income. 


Over  SSOO  but  not  over 

ti.  700. 
Over  S4. 700  but  not  over 

S7.550. 
Over  S7.S50  but  not  over 

$15.  ISO. 


tSS.     plus     15%    o.f    the 

excess  over  SSOO. 
S685.    plus    28%    of   the 

excess  over  S4. 700. 
SI. 483.   plus  35%  of  the 

excess  over  S7. 500. 


Over  $15.150 $4,143.  plus  38.5%  of  the 

excess  over  $15.150. " 

fbJ  Amendment  of  Section  15.— Subsection 
Id)  of  section  15  (relating  to  effect  of 
changes  in  rates  during  a  taxable  year)  is 
amended  to  read  as  follows: 

"(di  Section  Not  To  Apply  to  Inflation 
ADJVSTMENTS.—This  section  shall  not  apply 
to  any  change  in  rates  under  subsection  tfi 
of  section  1  (relating  to  adjustments  in  tax 
tables  so  that  inflation  will  not  result  in  tax 
increases). " 

SEC.  Itl.  ISCREASE  IS  STASDARD  DEDl  CTUtS 

(al  General  Rule.— Section  63  (defining 
taxable  income)  is  amended  to  read  as  fol- 
loios: 

"Sfff.  «.  TAXABLE  ISCOME  DEFI\ED 

"(al  In  General -Except  as  provided  in 
subsection  (bi.  for  purposes  of  this  subtith; 
the  term  'taxable  income'  means  gross 
income  minus  the  deductions  allowed  by 
this  chapter  (other  than  the  standard  deduc- 
tion/. 

"(bi  Individuals  'Who  Do  Not  Itemize 
Their  Deductions.— In  the  case  of  an  indi- 
vidual who  does  not  elect  to  itemize  his  de- 
ductions for  the  taxable  year,  for  purposes  of 
this  subtitle,  the  term  taxable  income' 
means  adjusted  gross  income,  minus— 

"(1/  the  standard  deduction,  and 

"(21  the  deduction  for  personal  exemptions 
provided  in  section  151. 

"(c)  Standard  Deduction.— For  purposes 
of  this  subtitle— 

"(1)  In  general.— Except  as  otherwise  pro- 
vided in  this  subsection,  the  term  'standard 
deduction'  means  the  sum  of— 

"(A)  the  baste  standard  deduction,  and 

"(B)  the  additional  standard  deduction. 

"12)  Basic  standard  deduction.— For  pur- 
poses of  paragraph  (1),  the  basic  standard 
deduction  is— 

"(A)  $5,000  in  the  case  of— 

"(i)  a  joint  return,  or 

"(ii)  a  surviving  spouse  (as  defined  in  sec- 
tion 2(a)), 

"(B)  $4,400  in  the  case  of  a  head  of  house- 
hold (as  defined  in  section  2(b)). 

"(C)  $3,000  m  the  case  of  an  individual 
who  is  not  married  and  who  is  not  a  surviv- 
ing spouse  or  head  of  household,  or 

"(D)  $2,500  in  the  case  of  a  married  indi- 
vidual filing  a  separate  return. 

"(3)  Additional  standard  deduction  for 
AGED  AND  BUND.— For  purposes  of  paragraph 
(1),  the  additional  standard  deduction  is  the 
sum  of  each  additional  amount  to  which  the 
taxpayer  is  entitled  under  subsection  (f). 

"(4)  Adjustments  for  inflation.— In  the 
case  of  any  taxable  year  beginning  in  a  cal- 
endar year  after  1988.  each  dollar  amount 
contained  in  paragraph  (2)  or  (5)(A)  or  sub- 
section (f)  shall  be  increased  by  an  amount 
equal  to— 

"(A)  such  dollar  amount,  multiplied  by 

"(B)  the  cost-of-living  adjustment  deter- 
mined under  section  1(f)(3)  for  the  calendar 
year  in  which  the  taxable  year  begins. 

"(5)  Limitation  on  standard  deduction  in 
THE  case  of  certain  DEPENDENTS.— In  the  case 
of  an  indimdual  with  respect  to  whom  a  de- 
duction under  section  151  is  allowable  to 
another  taxpayer  for  a  taxable  year  begin- 


ning m  the  calendar  year  in  which  the  indi- 
indual's  taxable  year  begins,  the  standard 
deduction  applicable  to  such  individual  for 
such  individual's  taxable  year  shall  not 
exceed  the  greater  of— 
"(A)  $500.  or 

"(Bl  such  individual's  earned  income. 
"(6/  Certain  individuals,  etc..  not  eligible 
FOR  standard  deduction.— In  the  case  of— 

"(A)  a  married  individual  filing  a  sepa- 
rate return  where  either  spouse  itemizes  de- 
ductions, 

"(Bl  a  nonresident  alien  individual, 
"(C)  a  citizen  of  the  United  States  entitled 
to   the  bene.fits  of  section   931    (relating  to 
income  from  sources  within  possessions  of 
the  United  States), 

"(D)  an  individual  making  a  return  under 
section  443(a)(1)  for  a  period  of  less  than  12 
months  on  account  of  a  change  in  his 
annual  accounting  period,  or 

"(E)    an    estate   or   trust,    common    trust 
.fund,  or  partnership, 
the  standard  deduction  shall  be  zero. 

"(d)  Itemized  Deductions.— For  purposes 
of  this  subtitle,  the  term  'itemized  deduc- 
tions' means  the  deductions  allowable  under 
this  chapter  other  than  — 

"(1)  the  deductions  allowable  in  arriving 
at  adjusted  gross  income,  and 

"(2)  the  deduction  for  personal  exemptions 
provided  by  section  151. 
"(e)  Election  To  Itemize.— 
"(1)  In  general.  — Unless  an  individual 
makes  an  election  under  this  subsection  for 
the  taxable  year,  no  itemized  deduction 
shall  be  allowed  for  the  taxable  year  For 
purposes  of  this  subtitle,  the  determination 
of  whether  a  deduction  is  allowable  under 
this  chapter  shall  be  made  without  regard  to 
the  preceding  sentence. 

"(21  Time  and  manner  of  election.— Any 
election  under  this  subsection  shall  be  made 
on  the  taxpayer's  return,  and  the  Secretary 
shall  prescribe  the  manner  of  signifying 
such  election  on  the  return. 

"(3)  Change  of  election.  — Under  regula- 
tions prescribed  by  the  Secretary,  a  change 
of  election  with  respect  to  itemized  deduc- 
tions for  any  taxable  year  may  be  made 
after  the  filing  of  the  return  for  such  year  If 
the  spouse  of  the  taxpayer  filed  a  separate 
return  for  any  taxable  year  corresponding  to 
the  taxable  year  of  the  taxpayer,  the  change 
shall  not  be  allowed  unless,  in  accordance 
with  such  regulations— 

"(A)  the  spouse  makes  a  change  of  election 
with  respect  to  itemized  deductions.^  for  the 
taxable  year  covered  in  such  separate 
return,  consistent  with  the  change  of  treat- 
ment sought  by  the  taxpayer,  and 

"(B)  the  taxpayer  and  his  spouse  consent 
in  writing  to  the  assessment  (within  such 
period  as  may  be  agreed  on  with  the  Secre- 
tary) of  any  deficiency,  to  the  extent  attrib- 
utable to  such  change  of  election,  even 
though  at  the  time  of  the  filing  of  such  con- 
sent the  assessment  of  such  deficiency  would 
otherwise  be  prevented  by  the  operation  of 
any  law  or  rule  of  law. 

This  paragraph  shall  not  apply  if  the  tax  li- 
ability of  the  taxpayer's  spouse  for  the  tax- 
able year  corresponding  to  the  taxable  year 
of  the  taxpayer  has  been  compromised  under 
section  7122. 
"(f)  Aged  or  Blind  Additional  Amounts.— 
"(1)  Additional  amounts  for  the  aged.— 
The  taxpayer  shall  be  entitled  to  an  addi- 
tional amount  of  $600— 

"(A)  for  himself  if  he  has  attained  age  65 
before  the  close  of  his  taxable  year,  and 

"(B)  for  the  spouse  of  the  taxpayer  if  the 
spouse  has  attained  age  65  before  the  close 
of  the  taxable  year  and  an  additional  ex- 
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emption  is  allowable  to  the  taxpayer  for 
such  spouse  under  section  151(b). 

"(2)  Additional  amount  for  blind.— The 
taxpayer  shall  be  entitled  to  an  additional 
amount  of  $600— 

"(A)  for  himself  if  he  is  blind  at  the  close 
of  the  taxable  year,  and 

"'B)  for  the  spouse  of  the  taxpayer  if  the 
spouse  is  blind  as  of  the  close  of  the  taxable 
year  and  an  additional  exemption  is  allow- 
able to  the  taxpayer  for  such  spouse  under 
section  151(b). 

For  purposes  of  subparagraph  (B).  if  the 
spouse  dies  during  the  taxable  year  the  de- 
termination of  whether  such  spouse  is  blind 
shall  be  made  as  of  the  time  of  such  death. 

'(.11  HlGHEl:  AMOUNT  FOH  CERTAIN  UNMAR- 
RIED iNDiviDUAi.s.—ln  the  ca.-,e  of  on  individ- 
ual who  is  not  marnca  Lri.-i  iS  nc  c  .  umv- 
171(7  spouse,  paragraphs  w  and  C.  shall  be 
applied  by  substituting  '$750'  'or  '$600'. 

"(4)  Blind.vess  defined.— For  purpose;  oj 
this  subsection,  an  individual  is  blind  only 
if  his  central  visual  acuity  does  not  exceed 
20/200  in  the  better  eye  with  correcting 
lenses,  or  if  his  visual  acuity  is  greater  than 
20/200  but  is  accompanied  by  a  limitation 
in  the  fields  of  vision  such  that  the  widest 
diameter  of  the  visual  field  subtends  en 
angle  no  greater  than  20  degrees 

"(g)  Marital  Status.— Foi  purposes  of  this 
section,  marital  status  shall  be  determined 
under  section  7703. 

"(h)  Transitional  Rule  for  Ta.kable  Yeahs 
Beginning  in  1987. -In  the  case  of  any  tax- 
able year  beginning  in  1387.  paragraph  (2) 
of  subsection  (ci  shall  be  applied— 

"(1)  by  substituting  $3.760' for  $5,000'. 

"(2)  by  substituting  '$2.540' for  '$4,400'. 

'(3)  by  substituting  $2,540'  for  $3,000', 
and 

"(41  by  substituting  $1,880'  for  '$2,500  . 
The  preceding  sentence  shall  not  apply  if  the 
taxpayer  is  entitled  to  an  additional 
amount  determined  under  subsection  (f)  (re- 
lating to  additional  amount  for  aged  and 
blind)  for  the  taxable  year.  " 

(bl  Tax  Tables.— Section  3  (relating  to  tax 
tables  for  individuals/  is  amended  by  strik- 
ing out  subsection  (al  and  inserting  in  lieu 
thereof  the  following: 

"(a)  Imposition  of  Tax  Table  Tax.  - 

"(II  In  general.— In  lieu  of  the  tax  im- 
posed by  section  1.  there  is  hereby  imposed 
for  each  taxable  year  on  the  taxable  income 
of  every  individual— 

"(Al  who  does  not  itemize  his  deductions 
for  the  taxable  year,  and 

"(B)  whose  taxable  income  for  such  tax- 
able year  does  not  exceed  the  ceiling 
amount. 

a  tax  determined  under  tables,  applicable  to 
such  taxable  year,  which  shall  be  prescribed 
by  the  Secretary  and  which  shall  be  in  such 
form  as  he  determines  appropriate.  In  the 
table  so  prescribed,  the  amounts  of  the  tax 
shall  be  computed  on  the  basis  of  the  rates 
prescribed  by  section  1. 

"(2)  Ceiling  amount  defined.— For  pur- 
poses of  paragraph  di.  the  term  'ceiling 
amount'  means,  with  respect  to  any  taxpay- 
er, the  amount  (not  less  than  $20,000)  deter- 
mined by  the  Secretary  for  the  tax  rate  cate- 
gory in  which  such  taxpayer  falls. 

"(3)  Authority  to  prescribe  tables  for 
taxpayers  who  itemize  deductions.  — the 
Secretary  may  provide  that  this  section  shall 
apply  also  for  any  taxable  year  to  individ- 
uals who  itemize  their  deductions.  Any 
tables  prescribed  under  the  preceding  sen- 
tence shall  be  on  the  basis  of  taxable 
income. " 
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SEC.  101.  lyCREASE  IS  PERSOSAL  EXEMPTIONS. 

(a)  General  Rule.— Subsection  (fJ  of  sec- 
tion 151  (defining  exemption  amount)  is 
amended  to  read  as  follows: 

"(f)  Exemption  Amount.— For  purposes  of 
this  section— 

"(1)  In  general.— Except  as  provided  in 
paragraph  (2),  the  term  'exemption  amount' 
means— 

"(A>  $1,900  for  taxable  years  beginning 
during  1987, 

"(B)  $1,950  for  taxable  years  beginning 
during  1988,  and 

"(C)  $2,000  for  taxable  years  beginning 
after  December  31.  1988. 

"(2)  Exemption  amount  disallowed  in  the 

CASE  OF  CERTAIN  DEPENDENTS.— In   the  CaSC  of 

an  individual  with  respect  to  whom  a  de- 
duction under  this  section  is  allowable  to 
another  taxpayer  for  a  taxable  year  begin- 
ning iri  the  calendar  year  in  which  the  indi- 
vidual's taxable  year  begins,  the  exemption 
amount  applicable  to  such   individual  for 
such  individual's  taxable  year  shall  be  zero. 
"(3)  Inflation  adjustment  for  years  after 
i9S9.—In  the  case  of  any  taxable  year  begin- 
ning  in    a   calendar   year   after   1989.    the 
dollar    amount    contained    in    paragraph 
(IXC)  shall  be  increased  by  an  amount  equal 
to- 
"(A)  such  dollar  amount,  multiplied  by 
"IB)   the  cost-of-living  adjustment  deter- 
mined under  section  Uf)i3).  for  the  calendar 
year  in   which  the  taxable  year  begins,   by 
substituting  'calendar  vear  1988'  for  calen- 
dar year  1987'  in  subparagraph  iBl  thereof.  " 
(b)  Repeal  of  Additional  Exemptions  for 
Taxpayers  Over  Age  65  or  BLIND.-Sectxon 
151  is  amended  by  striking  out  subsections 
(c)  and  Id)  and  by  redesignating  subsections 
(e)  and  (f)  as  subsections  ici  and  id),  respec- 
tively. 

SEC  104.  techshal  amesdmests 
(a)  Filing  Requirements.— 
(1)  Section  6012.- 

lAi  Paragraph  Hi  of  section  6012ia)  irelat- 
ing  to  persons  required  to  make  returns  of 
income)  is  amended  to  read  as  follows: 

"il)iA)  Every  individual  having  for  the 
taxable  year  gross  income  which  equals  or 
exceeds  the  exemption  amount,  except  that  a 
return  shall  not  be  required  of  an  individ- 
ual— 

"li)  who  is  not  married  (determined  by  ap- 
plying section  7703).  is  not  a  surviving 
spouse  las  defined  in  section  2(a)),  is  not  a 
head  of  a  household  las  defined  in  section 
2(b)),  and  for  the  taxable  year  has  gross 
income  of  less  than  the  sum  of  the  exemp- 
tion amount  plus  the  basic  standard  deduc- 
tion applicable  to  such  an  individual, 

"(ii)  who  is  a  head  of  a  household  las  so 
defined)  and  for  the  taxable  year  has  gross 
income  of  less  than  the  sum  of  the  exemp- 
tion amount  plus  the  basic  standard  deduc- 
tion applicable  to  such  an  individual, 

"(Hi)  who  is  a  surviving  spouse  las  so  de- 
fined) and  for  the  taxable  year  has  gross 
income  of  less  than  the  sum  of  the  exemp- 
tion amount  plus  the  basic  standard  deduc- 
tion applicable  to  such  an  individual,  or 

"(iv)  who  is  entitled  to  make  a  joint 
return  and  whose  gross  income,  when  com- 
bined with  the  gross  income  of  his  spouse,  is, 
for  the  taxable  year,  less  than  the  sum  of 
twice  the  exemption  amount  plus  the  basic 
standard  deduction  applicable  to  a  joint 
return,  but  only  if  such  individual  and  his 
spouse,  at  the  close  of  the  taxable  year,  had 
the  same  household  as  their  home. 
Clause  (iv)  shaU  not  apply  if  for  the  taxable 
year  such  spouse  makes  a  separate  return  or 
any  other  taxpayer  is  entitled  to  an  exemp- 
tion for  such  spouse  under  section  151(c). 


"(B)  The  amount  specified  in  clause  (i). 
(ii),  or  (Hi)  of  subparagraph  (A)  shall  be  in- 
creased by  the  amount  of  1  additional 
standard  deduction  (within  the  meaning  of 
section  63(c)(3))  in  the  case  of  an  individual 
entitled  to  such  deduction  by  reason  of  sec- 
tion 63(f)(1)(A)  (relating  to  individuals  age 
65  or  more),  and  the  amount  specified  in 
clause  (iv)  of  subparagraph  (A)  shall  be  in- 
creased by  the  amount  of  the  additional 
standard  deduction  for  each  additional 
standard  deduction  to  which  the  individual 
or  his  spouse  is  entitled  by  reason  of  section 
63(f)(1). 

"(C)  The  exception  under  subparagraph 
(A)  shall  not  apply  to  any  individual— 

"(i)  who  is  described  in  section  63(c)(5) 
and  who  has— 

"(I)  income  (other  than  earned  income)  in 
excess  of  the  amount  in  effect  under  section 
63(c)(5)iA)  irelating  to  limitation  on  stand- 
ard deduction  in  the  case  of  certain  depend- 
ents), or 

"III)  total  gross  income  in  excess  of  the 
standard  deduction,  or 

"Hi)  for  whom  the  standard  deduction  is 
zero  under  section  63lc)i6). 
"ID)  For  purposes  of  this  subsection— 
"Ii)  The  terms  standard  deduction',  basic 
standard  deduction'  and  additional  stand- 
ard deduction'  have  the  respective  meanings 
given  such  terms  by  section  63ic). 

"Hi)  The  term  exemption  amount'  has  the 
meaning  given  such  term  bi;  section  ISUd/. 
In  the  case  of  an  individual  described  in 
section  151id)i2).  the  exemption  amount 
shall  be  zero." 

IB)  Paragraph  i9)  of  section  6012(a)  is 
amended  by  striking  out  '$2,700  or  more" 
and  inserting  in  lieu  thereof  "not  less  than 
the  sum  of  the  exemption  amount  plus  the 
basic  standard  deduction  under  section 
63(c)(2i(D)". 

12)  Section  9oi 3. —Subparagraph  lA)  of  sec- 
tion 6013ib)i3>  Irelating  to  when  return 
deemed  filed)  is  amended— 

'A>  by  striking  out  ''twice  the  exemption 
amount  in  case  such  spouse  was  65  or  over)" 
ea(^h  place  it  appears. 

iB)  by  striking  out  "section  ISlif)"  and  in- 
serting in  lieu  thereof  "section  loUd)".  and 
iCt  by  adding  at  the  end  thereof  the  follow- 
ing new  sentence:    "For  purposes  of  clauses 
Hi)    and    Hii).    if  the   spouse    whnse   gross 
income  is  being  compared  to  the  exemption 
amount  is  65  or  over,  such  clauses  shall  be 
applied  by  substituting  "the  sum  of  the  ex- 
emption amount  and  the  additional  stand- 
ard   deduction    under   section    63ic)i2)    by 
reason  of  section  63if)il)iA)' for  the  exemp- 
tion amount'." 
lb)  Other  Amendments. — 
ID  Section  2i.  etc.— 

lAI  Sections  21ib)ll)(A).  21ie)l6)(A).  and 
129(c)(1)  are  each  amended  by  striking  out 
"section  151(e)"  and  inserting  in  lieu  there- 
of "section  151(c)". 

IB)  Sections  21(e)(6)(B).  32(c)(l)(A)(i), 
129(c)(2).  and  152(e)(1)(A)  are  each  amend- 
ed by  striking  out  "section  151(e)i3)"  and 
inserting  in  lieu  thereof  "section  151(c)(3)". 

(2)  Section  los.— Subparagraph  IB)  of  sec- 
tion 108(b)(3)  is  amended  by  striking  out 
"50  cents"  and  inserting  in  lieu  thereof  "33'/, 
cents". 

(3)  Section  is2.  etc.— Sections  152(d)(2) 
and  2032A(c)(7)(D)  are  each  amended  by 
striking  out  "section  151(e)(4)"  and  insert- 
ing in  lieu  thereof  "section  151(c)(4)". 

(4)  Section  i 72.— Subsection  (d)  of  section 
172  (relating  to  modifications)  is  amended 
by  striking  out  paragraph  (7). 

(5)  Section  402.— Subparagraph  (B)  of  sec- 
tion   402(e)(1),    as    amended    by    section 


1222(b),  is  amended  fry  striking  out  "the  zero 
bracket  amount  applicable  to  such  indiirid- 
ual  for  the  taxable  year  plus". 

(6)  Section  44t.— Clause  (Hi)  of  section 
441(f)(2)(B)  (relating  to  change  in  account- 
ing period)  is  amended  by  striking  out  "and 
by  adding  the  zero  bracket  amount, ". 

(7)  Section  443.— 

(A)  Paragraph  (1)  of  section  443(b)  (relat- 
ing to  computation  of  tax  on  change  of 
annual  accounting  period)  is  amended  by 
striking  out  ",  and  adding  the  zero  bracket 
amount". 

(B)  Clause  (ii)  of  section  443(b)(2)(A)  (re- 
lating to  computation  based  on  12-month 
period)  is  amended  to  read  as  follows: 

"(ii)  the  tax  computed  on  the  modified 
taxable  income  for  the  short  period.  " 

(8)  Section  S4i.— Section  541  is  amended 
by  striking  out  "50  percent"  and  inserting 
in  lieu  thereof  "28  percent  (38.5  percent  in 
the  case  of  taxable  years  beginning  in 
1987)". 

19)  Section  ei3A.— Paragraph  il)  of  section 
613A(d)  Irelating  to  limitation  on  percent- 
age depletion  based  on  taxable  income)  is 
amended  by  striking  out  "ireduced  in  the 
case  of  an  individual  by  the  zero  bracket 
amount)". 

110)  Section  se7. —Paragraph  I2)  of  section 
6671b)  Irelating  to  lax  on  amount  deemed 
distributed  by  trust  in  preceding  years)  is 
amended  to  read  as  follows: 

""i2i  Treatment  of  loss  years.— For  pur- 
poses of  paragraph  Hi.  the  taxable  inco^me 
of  the  beneficiary  for  any  taxable  year  shall 
be  deemed  to  be  not  less  than  zero. " 

111)  Section  sei. —Subsection  ib)  of  section 

861  Irelating  to  taxable  income  from  sources 
within  the  United  States)  is  amended  by 
sinking  out  "the  zero  bracket  amount  "  and 
inserting  in  lieu  thereof  '"the  standard  de- 
duction ". 

1121  Section  Sf2.— Subsection  ibi  of  section 

862  Irelating  to  taxable  income  from  sources 
without  the  United  States)  is  amended  by 
striking  out  ""the  zero  bracket  amount"  and 
inserting  in  iieu  thereof  "the  standard  de- 
duction ". 

'13/  Section  904.— Subsection  la)  of  section 
904  Irelating  to  limitation  on  foreign  tax 
credit)  is  amended  by  striking  out  the  last 
sentence. 

114)  Section  139s.— Subsection  ici  of  iec- 
lion  1398  Irelating  to  computation  and  pay- 
ment of  tax:  zero  bracket  amount)  is  amend- 
ed- 

lA)  by  striking  out  "Zero  Bracket 
Amount"  in  the  subsection  heading  and  in- 
serting in  lieu  thereof  "Basic  Standard  De- 
duction", and 

IB)  by  sinking  out  paragraph  (3)  and  in- 
serting in  lieu  thereof  the  following: 

"13)  B.ASic  standard  deduction.— In  the 
case  of  an  estate  which  does  not  itemize  de- 
ductions, the  basic  standard  deduction  for 
the  estate  for  the  taxable  year  shall  be  the 
same  as  for  a  mamed  individual  filing  a 
separate  return  for  such  year. " 

115)  Section  3402.— 

(A)  Paragraph  il)  of  section  3402(f)  Irelat- 
ing to  withholding  exemptions)  is  amended 
by  striking  out  subparagraphs  IB)  and  (C) 
and  by  redesignating  subparagraphs  (D), 
(E).  (F),  and  (G)  as  subparagraphs  (B),  (C), 
IDI.  and  IE),  respectively. 

IB)  Subparagraph  lA)  of  section  3402(f)(1) 
IS  amended  by  i"nserting  "unless  he  is  an  in- 
dividual described  in  section  151(d)(2)" 
after  'himself'. 

IC)  Subparagraph  IB)  of  section 
3402(f)(1),  as  redesignated  by  subparagraph 
(A),  is  amended  by  striking  out  "subpara- 
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graph  fAI.  (B),  iCi.  or  fFf  and  inserting  in 
lieu  thereof  "subparagraph  iAi  or  (D)". 

(D>  Subparagraph  <C)  of  section 
3402(fi(l).  as  redesignated  by  subparagraph 
'A),  is  amended  by  striking  out  "section 
ISlie)"  and  inserting  in  Heu  thereof  "sec- 
tion ISllcJ". 

(E)  Subparagraph  <E)  of  section  3402(f)ll). 
as  redesignated  by  subparagraph  (A),  is 
amended  by  striking  out  "zero  bracket"  and 
inserting  in  lieu  thereof  "standard  deduc- 
tion". 

<Ft  The  last  sentence  of  paragraph  (1)  of 
section  3402(f>  is  amended— 

(i)  by  striking  out  "subparagraph  (G)" 
and  inserting  in  lieu  thereof  "subparagraph 
(Er\  and 

an  by  striking  out  "zero  bracket"  and  in- 
serting in  lieu  thereof  "standard  deduction". 

(GJ  Paragraph  (3)  of  section  34021m)  is 
amended  by  inserting  "'including  the  addi- 
tional standard  deduction  under  section 
63<ci(3)  for  the  aged  and  blind)"  after  "de- 
ductions". 

116)  Section  sou.— 

(A)  Subsection  la)  of  section  6014  'relating 
to  income  tax  return— tax  not  computed  by 
taxpayer)  is  amended  by  striking  out  "who 
does  not  have  an  unused  zero  bracket 
amount  (determined  under  section  63'e))" 
and  inserting  in  lieu  thereof  "who  is  not  de- 
scribed m  section  6012(a)<l)<C)ii)". 

(B)  Paragraph  (4)  of  section  6014fb)  is 
amended  to  read  as  follows: 

"(41  to  cases  where  the  taxpayer  itemizes 
his  deductions  or  where  the  'taxpayer  claims 
a  reduced  standard  deduction  by  reason  of 
section  63(c)(5). " 

(17)  Section  sa 2.— Subparagraph  (A)  of 
section  6212(c)(2)  (relating  to  cross  refer- 
ences) is  amended  to  read  as  follows: 

"(A)  Deficiency  attributable  to  change  of 
treatment  with  respect  to  itemized  deduc- 
tions, see  section  63(e)(3). " 

(IS)  Section  sso4. -Paragraph  (2)  of  sec- 
tion 6504  (relating  to  cross  references)  is 
amended  to  read  as  follows: 

"(2 1  Change  of  treatment  irith  rrtpecl  to  itemized 
deduetioM  ichere  taxpayer  and  hi$  ipoiae  make 
teparate  returns,  see  section  63(e)(3).  " 

Subtitle  B— Provisions  Related  to  Tax 
Credits 

SEC  III.  I\CREASE  I.V  EAR.\Kt)  INCOME  CREDIT 

(a)  Increase  in  Amount  of  Credit.— Sub- 
section (a)  of  section  32  (relating  to  earned 
income  credit)  is  amended— 

(1)  by  striking  out  "11  percent"  and  insert- 
ing in  lieu  thereof  "14  percent",  and 

(2)  by  striking  out  "S5.000"  and  inserting 
in  lieu  thereof  "S5. 714". 

(b)  Increase  in  Income  Level  at  Which 
Phaseout  Begins.— Subsection  (b)  of  section 
32  is  amended  to  read  as  follows: 

"(b)  Limitation.— The  amount  of  the  credit 
allowable  to  a  taxpayer  under  subsection  (a) 
for  any  taxable  year  shall  not  exceed  the 
excess  (if  any)  of— 

"(1)  the  maximum  credit  allowable  under 
subsection  (a)  to  any  taxpayer,  over 

"(2)  10  percent  of  so  much  of  the  adjusted 
gross  income  tor,  if  greater,  the  earned 
income)  of  the  taxpayer  for  the  taxable  year 
as  exceeds  1 9,000. 

In  the  case  of  any  taxable  year  t)eginning  in 
1987,  paragraph  (2)  shall  be  applied  by  sub- 
stituting 't6,S00'for  t9,000." 

fc)  Inflation  Adjustments.— Section  32  is 
amended  6y  adding  at  the  end  thereof  the 
folloicing  new  subsection: 

"(i)  iNriATtON  Adjustments.— 

"(1)  In  general.— In  the  case  of  any  tax- 
able year  beginning  after  the  applicable  cal- 
endar year,  each  dollar  amount  referred  to 
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in  paragraph  (2)(B)  shall  be  increased  by  an 
amount  equal  to— 

"(A)  such  dollar  amount,  multiplied  by 

"(B)  the  cost-of-living  adjustment  deter- 
mined under  section  1(f)(3).  for  the  calendar 
year  in  which  the  taxable  year  begins,  by 
substituting  calendar  year  1984'  for  'calen- 
dar year  1987'  in  subparagraph  (B)  thereof 

"(2)  Definitions,  etc.— For  purposes  of 
paragraph  (li— 

"(At  Applicable  calesdap.  year.— TTie  term 
'applicable  calendar  year'  means— 

"(i)  1986  in  the  case  of  the  dollar  amounts 
referred  to  m  clause  (i)  or  (ii)  of  subpara- 
graph (B),  and 

"(ii)  1987  in  the  case  of  the  dollar  amount 
referred  to  in  clause  (Hi)  of  subparagraph 
(B). 

"IB)  Dollar  amounts.— The  dollar 
amounts  referred  to  in  this  subparagraph 
are— 

"(i)  the  $5,714  amount  contained  in  sub- 
section (a). 

"(ii)  the  $6,500  amount  contained  in  the 
last  sentence  of  subsection  (t)).  and 

"(Hi)  the  $9,000  amount  contained  in  sub 
section  (bi(2>. 

"(3)  Rounding.— If  any  increase  deter- 
mined under  paragraph  (1>  is  not  a  multiple 
of  $10.  such  increase  shall  be  rounded  to  the 
nearest  multiple  of  $10  (or.  if  such  increase 
IS  a  multiple  of  $5.  such  increase  shall  be  in- 
creased to  the  next  higher  multiple  of  $10). " 

(d)  Conforming  A.vendments.- 

(1)  Paragraph  (2)  of  section  32(f)  (relating 
to  amount  of  credit  to  be  determined  under 
tables)  is  amended  by  striking  out  subpara- 
graphs (A)  and  (B)  and  inserting  in  lieu 
thereof  the  following: 

"(A)  for  earned  income  between  $0  and  the 
amount  of  earned  income  at  which  the 
credit  is  phased  out  under  subsection  (b), 
and 

"(B)  for  adjusted  gross  income  between  the 
dollar  amount  at  which  the  phaseout  begins 
under  subsection  (bi  and  the  amount  of  ad 
justed  gross  income  at  which  the  credit  is 
phased  out  under  subsection  (b).  " 

(2)  Subparagraph  (B)  of  section  3507(c)(2) 
(relating  to  earned  income  advance 
amount)  is  amended  bv  striking  out  clauses 
(ii  and  (iii  and  inserting  in  lieu  thereof  the 
following: 

"(i)  of  not  more  than  14  percent  of  earned 
income  not  in  excess  of  the  amount  of 
earned  income  taken  into  account  under 
section  32(a).  which 

"(ii)  phases  out  between  the  amount  of 
earned  income  at  which  the  phaseout  begins 
under  subsection  (bi  of  section  32  and  the 
amount  of  earned  income  at  which  the 
credit  under  section  32  is  phased  out  under 
such  subsection,  or". 

(3)  Subparagraph  (C)  of  section  3507(0(2) 
IS  amended  by  striking  out  clauses  d)  and 
(ii)  and  inserting  in  lieu  thereof  the  follow- 
ing: 

"(i)  of  not  more  than  14  percent  of  earned 
income  not  in  excess  of  '/>  of  the  amount  of 
earned  income  taken  into  account  under 
section  32(a).  which 

"(ii)  phases  out  between  amounts  of 
earned  income  which  are  '/,  of  the  amounts 
of  earned  income  described  in  subparagraph 
(BXii). " 

(e)  Employee  Notification.  — The  Secretary 
of  the  Treasury  is  directed  to  require,  under 
regulations,  employers  to  notify  any  employ- 
ee who  has  not  had  any  tax  withheld  from 
iDages  (other  than  an  employee  whose  wages 
are  exempt  from  withholding  pursuant  to 
section  3402(n)  of  the  Internal  Revenue 
Code  of  1986)  that  such  employee  may  be  eli- 
gible for  a  refund  because  of  the  earned 
income  credit 


SEC   112.  REPEAL  OF  CREDIT  FOR  COfiTRIBVTIONS 
TO  CASDIDA  TES  FOR  PCBLIC  OFFICE. 

(a/  General  Rule.— Section  24  (relating  to 
contributions  to  candidates  for  public 
office)  is  hereby  repealed. 

(b)  Technical  Amendments.— 

(1)  Subsection  (g)  of  section  527  (relating 
to  treatment  of  newsletter  funds)  is  amend- 
ed- 

(A)  by  striking  out  "section  24(c)(2)"  in 
paragraph  (1)  and  inserting  in  lieu  thereof 
"paragraph  (3)".  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(3)  CANDiDATE.-For  purposcs  of  para- 
graph (1).  the  term  'candidate'  means,  with 
respect  to  any  Federal.  State,  or  local  elec- 
tive public  offict.  an  individual  uh.-  - 

"(Ai  publicly  announveit  that  h--  i;  a  can- 
didate for  nomination  i,>  zU'Cti'm  •  fuc'l 
office,  and 

"(B)  meets  the  qualificatior,^  prescribed  by 
law  to  hold  such  office.  " 

(2)  Subsection  (ai  of  section  642  (relating 
to  credits  against  tax  for  estates  and  trusts) 
is  amended  to  read  as  follows: 

"(a)  Foreign  Tax  Credit  Allowed.— An 
estate  or  trust  shall  be  alloued  the  credit 
against  tax  for  taxes  imposed  by  foreign 
countries  and  possessions  of  the  United 
States,  to  the  extent  allowed  bv  section  901. 
only  in  respect  of  so  m-uch  >:f  the  tiixa  de 
scribed  in  such  section  as  is  not  properly  al- 
locable under  such  section  to  the  benefici- 
aries. " 

(3)  Paragraph  '3)  of  section  901(i)  (relat- 
ing to  cross  references)  is  amended  by  strik- 
ing out  "section  642(a)'l)"  and  inserting  in 
lieu  thereof  "section  642(a)". 

(4)  Paragraph  (6)  of  section  7S71fa)  (relat 
ing  to  Indian  tribal  governments  treated  as 
States  for  certain  purposes)  is  amended  by 
striking  out  subparagraph  (A/  and  by  redes- 
ignating subparagraphs  (B).  (C),  'Di.  (E). 
and  (F)  as  subparagrapfis  (A),  <B).  <Ci.  (D), 
and  (E).  respectively. 

(5)  The  table  of  sections  for  subpart  A  of 
part  IV  of  subchapter  A  of  chapter  1  is 
amended  by  striking  out  the  item  relating  to 
section  24. 

Subtitle  C— Provisions  Related  to 
Exc:.i/sioNS 

SEC  111.  TAXATlOy  OF  iSEMPLOYMEST  COMPESSA- 

rio.v 
Section    85    (relating    to    unemployment 
compensation)  is  amended  to  read  as  fol- 
lows: 

"SEC  M.  ISEMPI.OYMEST  COMPESSATIOS. 

"(a)  General  Rvle.-Iu  the  case  of  an  in- 
dividual, gross  income  includes  unemploy- 
ment compensation. 

'(b)  Unemployment  Compensation  De- 
fined. —For  purposes  of  this  section,  the  term 
'unemployment  compensation'  means  any 
amount  received  under  a  law  of  the  United 
States  or  of  a  Stale  which  is  in  the  nature  of 
unemployment  compensatiorL  " 

SEC  lit.  PRIZES  ASU  AWARDS 

(a)  Exclusion  From  Gross  Income.— 
(1)   In  general.— Section    74   (relating  to 
prizes  and  awards)  is  amended— 

'A)  by  striking  out  "Except  as  provided  in 
subsection  (b)  and"  in  subsection  (a)  and 
inserting  in  lieu  thereof  "'Except  as  other- 
wise provided  in  this  section  or"', 

(B)  by  striking  out  "Exception"  in  the 
heading  for  subsection  (b)  and  inserting  in 
lieu  thereof  ""Exception  for  Certain  Prizes 
AND  Awards  Transferred  to  Charities", 

(C)  by  sinking  out  "and"  at  the  end  of 
subsection  (b)(1),  by  striking  out  the  peHod 
at  the  end  of  subsection  (b)(2)  and  inserting 
in  lieu  thereof  ":  and",  and  by  adding  after 
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subsection  (bt(2l  the  following  new  para- 
graph: 

"(3)  the  prize  or  award  is  transferred  by 
the  payor  to  a  governmental  unit  or  organi- 
zation described  in  paragraph  (1)  or  (2)  of 
section  170(0  pursuant  to  a  designation 
made  by  the  recipient.  ",  and 

(D)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection: 

"(c)    Exception   for    Certain    Employee 

A  CHIE  VEMENT  A  WARDS.  — 

"(1)  In  general.— Gross  income  shall  not 
include  the  value  of  an  employee  achieve- 
ment award  (as  defined  in  section  274(il)  re- 
ceived by  the  taxpayer  if  the  cost  to  the  em- 
ployer of  the  employee  achievement  award 
does  not  exceed  the  amount  allowable  as  a 
deduction  to  the  employer  for  the  cost  of  the 
employee  achievement  award. 

"(2)  Excess  deduction  award.— If  the  cost 
to  the  employer  of  the  employee  achievement 
award  received  by  the  taxpayer  exceeds  the 
amount  allowable  as  a  deduction  to  the  em- 
ployer, then  gross  income  includes  the  great- 
er of— 

"(A)  an  amount  equal  to  the  portion  of  the 
cost  to  the  employer  of  the  award  that  is  not 
allowable  as  a  deduction  to  the  employer 
(but  not  in  excess  of  the  value  of  the  award/, 
or 

"(B/  the  amount  by  which  the  lvalue  of  the 
award  exceeds  the  amount  allowable  as  a  de- 
duction to  the  employer. 
The  remaining  portion  of  the  value  of  such 
award  shall  not  be  included  m  the  gross 
income  of  the  recipient. 

•(3/    Treatment   of    tax-exempt   employ- 
ers.—In    the   case   of  an   employer  exempt 
from  taxation  under  this  subtitle,  any  refer- 
ence in  this  subsection  to  the  amount  allow- 
able as  a  deduction  to  the  employer  shall  be 
treated  as  a  reference  to  the  amount  which 
would  be  allowable  as  a  deduction  to  the  em- 
ployer if  the  employer  were  not  exempt  from 
taxation  under  this  subtitle. 
"(4/  Cross  reference.— 
"For  provisions   excluding  certain   de  minimis 
fringes  from  gross  income,  see  section  132(e).  " 
(2/  Conforming  amendments.— 
(A)  Clause  (i/  of  section  4941(d/(2/(GI  is 
amended  by  striking  out  "section  74(b/"  and 
inserting    in    lieu    thereof    "section    74(b/ 
(without  regard  to  paragraph  (3/  thereof/". 

(B/  Paragraph  (2/  of  section  4945(g/  is 
amended  by  striking  out  "section  74(b/"  and 
inserting  in  lieu  thereof  "section  74(b/ 
(without  regard  to  paragraph  (3)  thereof/". 

(b>  Amounts   Transferred  by  Employer 
Not  Excludable  as  Gifts.— Section  102  (re- 
lating to  gifts  and  inheritances/  is  amended 
by  adding  at  the  end  thereof  the  following 
new  subsectiorL' 
"(c/  Employee  Gifts.— 
"(1/  In  general.— Subsection  (al  shall  not 
exclude   from    gross    income    any    amount 
transferred  by  or  for  an  employer  to,  or  for 
the  benefit  of  an  employee. 
"(2J  Cross  references.— 
"For    provisions    excluding    certain    employee 
achievement  awards  from  gross  income,  see  section 
74(c). 

"For  provisions  excluding  certain  de  minimi* 
fringes  from  gross  income,  set  section  132(e).  " 

(c)  Gifts.— Section  274(b)  (relating  to 
gifts)  is  amended— 

(1)  by  adding  "or"  at  the  end  of  subpara- 
graph (A)  of  paragraph  (1), 

(2)  by  striking  out  "or"  at  the  end  of  sub- 
paragraph (B)  of  paragraph  (1),  and  insert- 
ing in  lieu  thereof  a  period, 

(3)  by  striking  out  subparagraph  (C)  of 
paragraph  (1),  and 

(4)  by  striking  out  paragraph  (3). 


(d)  Deduction  for  Cost  of  Employee 
Achievement  Awards.— Section  274  (relating 
to  certain  entertainment,  etc.,  expenses)  is 
amended  by  redesignating  subsection  (j)  as 
subsection  (k)  and  by  inserting  after  subsec- 
tion (i)  the  following  new  subsectioru 
"(j)  Employee  Achievement  Awards.— 
"(1)  General  rule.— No  deduction  shall  be 
allowed  under  section  162  or  section  212  for 
the  cost  of  an  employee  achievement  award 
except  to  the  extent  that  such  cost  does  not 
exceed  the  deduction  limitations  of  para- 
graph (2). 

"(2)  Deduction  limitations.— The  deduc- 
tion for  the  cost  of  an  employee  achievement 
award  made  by  an  employer  to  an  employ- 
ee— 

"(A)  which  is  not  a  qualified  plan  award, 
when  added  to  the  cost  to  the  employer  for 
all  other  employee  achievement  awards 
made  to  such  employee  during  the  taxable 
year  which  are  not  qualified  plan  awards, 
shall  not  exceed  $400,  and 

"(B)  which  is  a  qualified  plan  award, 
when  added  to  the  cost  to  the  employer  for 
all  other  employee  achievement  awards 
made  to  such  employee  during  the  taxable 
year  (including  employee  achievement 
awards  which  are  not  qualified  plan 
awards/,  shall  not  exceed  $1,600. 

"(3)  Definitions.— For  purposes  of  this  sub- 
section— 

"(A)  Employee  achievement  award.— The 
term  employee  achievement  award'  means 
an  item  of  tangible  personal  properly  which 
is— 

"(il  transferred  by  an  employer  to  an  em- 
ployee for  length  of  service  achievement  or 
safety  achievement, 

"(HI  awarded  as  part  of  a  meaningful 
presentation,  and 

"(iiii  awarded  under  conditions  and  cir- 
cumstances that  do  not  create  a  significant 
likelihood  of  the  payment  of  disguised  com- 
pensation. 
"(B/  Qualified  plan  award.— 
"(i)  In  GENERAL.  — The  term  'qualified  plan 
award'  means  an  employee  achievement 
award  awarded  as  part  of  an  established 
written  plan  or  program  of  the  taxpayer 
which  does  not  discriminate  in  favor  of 
highly  compensated,  employees  (within  the 
meaning  of  section  414(q/l  as  to  eligibility 
or  benefits. 

"(ii/  Limitation.— An  employee  achieve- 
ment award  shall  not  be  treated  as  a  quali- 
fied plan  award  for  any  taxable  year  if  the 
average  cost  of  all  employee  achievement 
awards  which  are  provided  by  the  employer 
during  the  year,  and  which  would  be  quali- 
fied plan  awards  but  for  this  subparagraph, 
exceeds  $400.  For  purposes  of  the  preceding 
sentence,  average  cost  shall  be  determined 
by  including  the  entire  cost  of  qualified  plan 
awards,  without  taking  into  account  em- 
ployee achievement  awards  of  nominal 
value. 

"(4)  Special  rules.— For  purposes  of  this 
subsection— 

"(A/  Partnerships.— In  the  case  of  an  em- 
ployee achievement  award  made  by  a  part- 
nership, the  deduction  limitations  con- 
tained in  paragraph  (2/  shall  apply  to  the 
partnership  as  well  as  to  each  member  there- 
of 

"(B)  Length  of  service  awards.— An  item 
shall  not  be  treated  as  having  been  provided 
for  length  of  service  achievement  if  the  item 
is  received  during  the  recipient's  1st  5  years 
of  employment  or  if  the  recipient  received  a 
length  of  service  achievement  award  (other 
than  on  award  excludable  under  section 
132(e)(1))  during  that  year  or  any  of  the 
prior  4  years. 


"(C)  Safety  ACHIEVEMENT  AWARDS.— An  item 
provided  by  an  employer  to  an  employee 
shall  not  be  treated  as  having  been  provided 
for  safety  achievement  if— 

"(i)  during  the  taxable  year,  employee 
achievement  awards  (other  than  awards  ex- 
cludable under  section  132(e)(1))  for  safety 
achievement  have  previously  been  awarded 
by  the  employer  to  more  than  10  percent  of 
the  employees  of  the  employer  (excluding 
employees  described  in  clause  (ii)),  or 

"(ii)  such  Item  is  awarded  to  a  manager, 
administrator,  clerical  employee,  or  other 
professional  employee. ". 

(e)  Treatment  for  Purposes  of  Employ- 
ment Taxes.— Each  of  the  following  provi- 
sions are  amended  by  striking  out  "117  or" 
and  inserting  in  lieu  thereof  "74(c),  117,  or": 

(1)  Section  3121(a)(20). 

(2)  Section  3231(e/(S). 

(3)  Section  3306(b/(16/. 
(41  Section  3401(a)(20). 

(5)  Section  209(s/  of  the  Social  Security 
Act 

SEC.  123.  SCHOLARSHIPS. 

(a)  In  General.— Section  117  (relating  to 
scholarship  and  fellowship  grants)  is 
amended  to  read  as  follows: 

SEC.  117.  UlALIFIEU  SCHOLARSHIPS. 

"(a)  General  Rule —Gross  income  does 
not  include  any  amount  received  as  a  quali- 
fied scholarship  by  an  individual  who  is  a 
candidate  for  a  degree  at  an  educational  or- 
ganization described  in  section 
170(b)(l)(A)(ii). 

"(b)  Qualified  Scholarship.— For  purposes 
of  this  section— 

"(1)  In  general.— The  term  qualified 
scholarship'  means  any  amount  received  by 
an  individual  as  a  scholarship  or  fellowship 
grant  to  the  extent  the  individual  establishes 
that,  m  accordance  with  the  conditions  of 
the  grant,  such  amount  was  used  for  quali- 
fied tuition  and  related  expenses. 

"(21  Qualified  tuttion  and  related  ex- 
penses.—For  purposes  of  paragraph  (II,  the 
term  qualified  tuition  and  related  expenses' 
means— 

"(Al  tuition  and  fees  required  for  the  en- 
rollment or  attendance  of  a  student  at  an 
educational  organization  descrH>ed  in  sec- 
tion 170(bl(ll(Ai(ii).  and 

"(Bl  fees,  books,  supplies,  and  equipment 
required  for  courses  of  instruction  at  such 
an  educational  organization. 

"(ci  LiMiTATiON.-Subsections  (al  and  (d) 
shall  not  apply  to  that  portion  of  any 
amount  received  which  represents  payment 
for  teaching,  research,  or  other  services  by 
the  student  required  as  a  condition  for  re- 
ceiving the  qualified  scholarship  or  quali- 
fied tuition  reduction. 

"(di  Qualified  Tuition  Reduction.— 

"(II  In  general.— Gross  income  shall  not 
include  any  qualified  tuition  reduction. 

"(21  Qualified  tuition  reduction.— For 
purposes  of  this  subsection,  the  term  quali- 
fied tuition  reduction'  means  the  amount  of 
any  reduction  in  tuition  provided  to  an  em- 
ployee of  an  organization  described  in  sec- 
tion 170(bi(ll(Al(iil  for  the  education 
(below  the  graduate  level)  at  such  organiza- 
tion (or  another  organization  described  in 
section  170(b)(l)(AI(ii))  of- 

"(A)  such  employee,  or 

"(Bl  any  person  treated  as  an  employee 
(or  whose  use  is  treated  as  an  employee  use) 
under  the  rules  of  section  132(f). 

"(3)  Reduction  must  not  discriminate  in 
favor  of  highly  compensated,  etc.— Para- 
graph (1)  shall  apply  with  respect  to  any 
qualified  tuition  reduction  provided  with 
respect  to  any  officer,  owner,  or  highly  com- 
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pensated  employee  only  if  such  reduction  is 
available  on  substantially  the  same  terms  to 
each  member  of  a  group  of  employees  which 
is  defined  under  a  reasonable  classification 
set  up  by  the  employer  which  does  not  dis- 
criminate in  favor  of  officers,  owners,  or 
highly  compensated  employees  fwithin  the 
meaning  of  section  414<qH. " 

lb)  Technical  Amendments.— 

(1)  Subsection  la)  of  section  74  is  amended 
by  striking  out  "irelating  to  scholarship  and 
fellowship  grants)"  and  iriserting  in  lieu 
thereof  "Irelating  to  qualified  scholar- 
ships)". 

12)  The  second  sentence  of  section  14411b) 
Irelating  to  income  items)  is  amended  to 
read  as  follows:  "The  items  of  income  re- 
ferred to  in  subsection  la)  from  which  tax 
shall  be  deducted  and  withheldnt  the  rate  of 
14  percent  are  amounts  which  are  received 
by  a  nonresident  alien  individual  who  is 
temporarily  present  in  the  United  States  as 
a  nonimmigrant  under  subparagraph  IF)  or 
I  J)  of  section  lOl'a/'lS)  of  the  Immigration 
and  Nationality  Act  and  which  are  incident 
to  a  qualified  scholarship  to  which  section 
1171a)  applies,  but  only  to  the  extent  such 
amounts  are  includible  in  gross  income.  " 

13)  Paragraph  '6/  of  section  7871'a)  irelat- 
ing to  Indian  tribal  governments  treated  as 
States  for  certain  purposes),  as  amended  by 
section  112.  is  amended  by  striking  out  sub- 
paragraph IB)  and  by  redesignating  sub- 
paragraphs iCi.  ID),  and  (E)  as  subpara- 
graphs IB).  (C).  and  (Di.  respectively. 

14)  The  table  of  sections  for  part  III  of  sub- 
chapter B  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  117  and 
inserting  in  lieu  thereof  the  following  new 
item: 

"Sec.  117.  Qualified  scholarships.  ' 

Subtitle  D— Provisions  Related  to 
Deductions 

SEC.    131.    KEPEM    HE  DEDITTIOS    FOR   i-EAR^KR 
HARRIED  ail  PLES. 

la)  General  Rule. -Section  221  irelating 
to  deduction  for  2-eamer  married  couples)  is 
hereby  repealed. 

lb)  Conforming  Amendments.— 

11)  Section  62  is  amended  by  striking  out 
paragraph  (16). 

12)  Subparagraph  I  A)  of  section  86lb)l2)  is 
amended  by  striking  out  "sections  221, "  and 
inserting  in  lieu  thereof  "sections". 

13)  TTie  table  of  sections  for  part  VII  of 
subchapter  B  of  chapter  1  is  amended  by 
striking  out  the  item  relating  to  section  221. 

SEC.    IK.    2-PERCE.\T  FLOOR    0.\   .HISCELU\E01S 
ITEMIZED  DEDlCTIO.\S. 

la)  General  Rule.— Part  I  of  subchapter  B 
of  chapter  1  (defining  gross  income,  adjust- 
ed gross  income,  etc.)  is  amended  by  adding 
at  the  end  thereof  the  following  new  section: 

"SEC    S7.    iPERCEST   FLtMJR    OS   MISCELLASEOIS 
ITEMIZED  DEDICTIOSS. 

"(a)  General  Rule.— In  the  case  of  an  in- 
dividual, the  miscellaneous  itemized  deduc- 
tions for  any  taxable  year  shall  be  allowed 
only  to  the  extent  that  the  aggregate  of  such 
deductions  exceeds  2  percent  of  adjusted 
gross  income. 

"lb)  Miscellaneous  Itemized  Deduc- 
tions.—For  purposes  of  this  section,  the  term 
"miscellaneous  itemized  deductions'  means 
the  itemized  deductions  other  than— 

"ID  the  deduction  under  section  163  Ire- 
lating to  interest), 

"12)  the  deduction  under  section  164  Ire- 
lating to  taxes), 

"(3)  the  deduction  under  section  16Sla)  for 
losses  described  in  subsection  Ic)l3)  or  Id)  of 
section  165, 


"14)  the  deduction  under  section  170  Ire- 
lating to  charitable,  etc.,  contributions  and 
gifts), 

"IS)  the  deduction  under  section  213  Ire- 
lating to  medical  dental  etc.,  expenses), 

"16)  the  deduction  under  section  217  Ire- 
lating to  moving  expenses). 

"17)  any  deduction  allowable  for  impair- 
ment-related work  expenses, 

"18)  the  deduction  under  section  6911c) 
(relating  to  deduction  for  estate  tax  in  case 
of  income  in  respect  of  the  decedent), 

"19)  any  deduction  allowable  in  connec- 
tion with  personal  property  used  in  a  short 
sale, 

"110)  the  deduction  under  section  1341  Ire- 
lating to  computation  of  tax  where  taxpayer 
restores  substantial  amount  held  under 
claim  of  right). 

"Ill)  the  deduction  under  section  72lb)l3) 
Irelating  to  deduction  where  annuity  pay- 
ments cease  before  investment  recovered), 

"112)  the  deduction  under  section  171  (re- 
lating to  deduction  for  amortizable  bond 
premium),  and 

"(13)  the  deduction  under  section  216  (re- 
lating to  deductions  in  connection  with  co- 
operative housing  corporations). 

"lO  Disallowance  of  Indirect  Deduction 
Through  Pass-Thru  Entity.— The  Secretary 
shall  prescribe  regulations  which  prohibit 
the  indirect  deduction  through  pass-thru  en- 
tities of  amounts  which  are  not  allowable  as 
a  deduction  if  paid  or  incurred  directly  by 
an  individual  and  which  contain  such  re- 
porting requirements  as  may  be  necessary  to 
carry  out  the  purposes  of  this  subsection. 
The  preceding  sentence  shall  not  apply  with 
respect  to  estate.^,  trusts,  cooperatives,  and 
real  estate  investment  trusts. 

"(d)  Impairment-Related  Work  Ex- 
penses.—For  purposes  of  this  section,  the 
term  'impairment- related  work  expenses' 
means  expenses— 

"(1)  of  a  handicapped  individual  las  de- 
fined in  section  190ib)(3))  for  attendant 
care  services  at  the  individual's  place  of  em- 
ployment and  other  expenses  in  connection 
with  such  place  of  employment  which  are 
necessary  for  such  individual  to  be  able  to 
work,  and 

"(2)  with  respect  to  which  a  deduction  is 
allowable  under  section  162  (determined 
without  regard  to  this  section). 

"(e)  Determination  of  Adjusted  Gross 
Income  in  Case  of  Estates  and  Trusts.— For 
purposes  of  this  section,  the  adjusted  gross 
incoTne  of  an  estate  or  trust  shall  be  comput- 
ed in  the  same  manner  as  in  the  case  of  an 
individual  except  that  the  deductions  for 
costs  which  are  paid  or  incurred  in  connec- 
tion with  the  administration  of  the  estate  or 
trust  and  would  not  have  been  incurred  if 
the  property  were  not  held  in  such  trust  or 
estate  shall  be  treated  as  allowable  in  arriv- 
ing at  adjusted  gross  income.  " 

lb)  Treatment  of  Trade  and  Bu.siness  De- 
ductions OF  Employees.— 

ID  In  general.— Paragraph  12)  of  section 
62  Idefining  adjusted  gross  income)  is 
amended  to  read  as  follows: 

"12)  Certain  trade  and  business  deduc- 
tions OF  EMPLO  YEES.  — 

"lA)  Reimbursed  expenses  of  employees.— 
The  deductions  allowed  by  part  VI  (section 
161  and  following)  which  consist  of  expenses 
paid  or  incurred  by  the  taxpayer,  in  connec- 
tion with  the  performance  by  him  of  services 
as  an  employee,  under  a  reimbursement  or 
other  expense  allowance  arrangement  with 
his  employer. 

"IB)  Certain  expenses  of  performing  art- 
ists.—The  deductions  allowed  by  section  16 
which  consist  of  expenses  paid  or  incurred 
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by  a  qualified  performing  artist  in  connec- 
tion with  the  performances  by  him  of  serv- 
ices in  the  performing  arts  as  an  employee. " 

12)  Definttion  of  quaufied  performing 
artist— Section  62  is  amended— 

lA)  by  striking  out  "For  purposes  of  this 
subtitle"  and  inserting  in  lieu  thereof  "la) 
General  Rule.— For  purposes  of  this  sub- 
title", and 

IB)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection: 

"lb)  Qualified  Performing  Artist.— 

"ID  In  general.— For  purposes  of  subsec- 
tion ia)i2)lB),  the  term  'qualified  perform- 
ing artist'  means,  with  respect  to  any  tax- 
able year,  any  individual  if— 

"(A)  such  individual  performed  services  in 
the  performing  arts  as  an  employee  during 
the  taxable  year  for  at  least  2  employers, 

"IB)  the  aggregate  amount  allowable  as  a 
deduction  under  section  162  in  connection 
with  the  performance  of  such  services  ex- 
ceeds 10  percent  of  such  individual's  gross 
income  attributable  to  the  performance  of 
such  services,  and 

"(C)  the  adjusted  gross  income  of  such  in- 
dividual for  the  taxable  year  (determined 
without  regard  to  subsection  la)l2)iB))  does 
not  exceed  $16,000. 

"(2)  Nominal  employer  not  taken  into  ac- 
count—An  individual  shall  not  be  treated 
as  performing  services  in  the  performing 
arts  as  an  employee  for  any  employer  during 
any  taxable  year  unless  the  amount  received 
by  such  individual  from  such  employer  for 
the  performance  of  such  services  during  the 
taxable  year  equals  or  exceeds  S200. 

"'3/  Special  rules  for  married  couples.— 

"(A)  In  general.— Except  in  the  case  of  a 
husband  and  wife  who  lived  apart  at  all 
times  during  the  taxable  year  if  the  taxpay- 
er IS  married  at  the  close  of  the  taxable  year 
subsection  (a)(2)(Bi  shall  apply  only  if  the 
taxpayer  and  his  spouse  file  a  joint  return 
for  the  taxable  year. 

"(B)  Application  of  paragraph  m.—In  the 
case  of  a  joint  return  — 

"(i)  paragraph  (1)  (other  than  subpara- 
graph (C)  thereof)  shall  be  applied  separate- 
ly with  respect  to  each  spouse,  but 

"(ii)  paragraph  (1)(C)  shall  be  applied 
with  respect  to  their  combined  adjusted 
gross  income. 

"(C>  Determination  of  marital  status.— 
For  purposes  of  this  subsection,  marital 
status  shall  be  determined  under  section 
7703(a). 

"(D)  Joint  return.— For  purposes  of  this 
subsection,  the  term  "joint  return"  means  the 
joint  return  of  a  husband  and  loife  made 
under  section  6013. " 

(c)  Moving  Expense  Deduction  Not  Al- 
lowable IN  Computing  Adjusted  Gross 
Income.— Subsection  (a)  of  section  62  (as 
amended  by  subsection  (b))  is  amended  by 
striking  out  paragraph  (8). 

Id)  Clerical  Amendment.— The  table  of  sec- 
tions for  part  I  of  subchapter  B  of  chapter  1 
is  amended  by  adding  at  the  end  thereof  the 
following  new  item: 

"Sec.   67.   2-percent  floor  on  miscellaneous 
itemized  deductions. " 

SEC.    131.    .MEDICAL   E.tPE.VSE  DEDUCTION  LI  MIT  i- 
TlO.y  INCREASED. 

Subsection  la)  of  section  213  Irelating  to 
deduction  for  medical  dental  etc.,  expenses) 
is  amended  by  striking  out  "5  percent"  and 
inserting  in  lieu  thereof  "7.5  percent". 

SEC.  134.  REPEAL  OF  DEDUCTION  FOR  STATE  AND 
LOCAL  SALES  TAXES 

la)  General  Rule.— Subsection  (a)  of  sec- 
tion 164  Irelating  to  deduction  for  taxes)  is 
amended— 
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(It  by  striking  out  paragraph  (4)  and  by 
redesignating  paragraph  (5)  as  paragraph 
(4J,  and 

12)  by  adding  at  the  end  thereof  the  follow- 
ing new  sentence:  "Notwithstanding  the  pre- 
ceding sentence,  any  tax  (not  described  in 
the  first  sentence  of  this  subsection)  which 
is  paid  or  accrued  by  the  taxpayer  in  con- 
nection with  an  acquisition  or  disposition 
of  property  shall  be  treated  as  part  of  the 
cost  of  the  acquired  property  or,  in  the  case 
of  a  disposition,  as  a  reduction  in  the 
amount  realized  on  the  disposition. " 

(b)  Conforming  Amendments.— Subsection 
(b)  of  section  164  is  amended— 

(1)  by  striking  out  paragraphs  (2)  and  (5), 
and 

(2)  by  redesignating  paragraphs  (3)  and 
(4)  as  paragraphs  (2)  and  (3),  respectively. 

SEC.  I3S.  REPEAL  OF  DEDllTIOS  lOR  ADOPTIOS  EX- 
PESSES. 

<a)  General  Rule.— Section  222  (relating 
to  deduction  for  adoption  expenses)  is 
hereby  repealed. 

(b)  Conforming  Amendments.— 

(1)  Section  223  is  redesignated  as  section 
220. 

(2)  The  table  of  sections  for  part  VII  of 
subchapter  B  of  chapter  1  is  amended  by 
striking  out  the  items  relating  to  sections 
222  and  223  and  inserting  in  lieu  thereof  the 
following: 

"Sec.  220.  Cross  references.  " 

Subtitle  E— Miscellaneous  Provisions 

SEC  III.  REPEAL  OF  ISCOME  AVERAIilSd. 

(a)  General  Rule.— Part  I  of  subchapter  Q 
of  chapter  1  (relating  to  income  averaging/ 
is  hereby  repealed. 

(b)  Technical  Amendments.— 

(1)  Subsection  (bl  of  section  3  (relating  to 
section  inapplicable  to  certain  individuals) 
is  amended  by  striking  out  paragraph  (II 
and  by  redesignating  paragraphs  (2i  and  (31 
as  paragraphs  111  and  (2),  respectively. 

(2)  Subsection  (bl  of  section  5  (relating  to 
cross  references  relating  to  tax  on  individ- 
ualsi  is  amended  by  striking  out  paragraph 
(21  and  by  redesignating  paragraph  (31  as 
paragraph  (2). 

(31  Subparagraph  (Bl  of  section  6511(d)(2) 
(relating  to  special  rules  applicable  to 
income  taxes)  is  amended  to  read  as  follows: 

"(B)  Applicable  rules.— 

"(i)  In  general.— If  the  allowance  of  a 
credit  or  refund  of  an  overpayment  of  tax 
attributable  to  a  net  operating  loss  carry- 
back or  a  capital  loss  carryback  is  otherwise 
prevented  by  the  operation  of  any  law  or 
rule  of  law  other  than  section  7122  (relating 
to  compromises),  such  credit  or  refund  may 
be  allowed  or  made,  if  claim  therefor  is  filed 
vrithin  the  period  provided  in  subparagraph 
(A)  of  this  paragraph 

"(ii)  Tentative  carryback  adjustments.- 
If  the  allowance  of  an  application,  credit,  or 
refund  of  a  decrease  in  tax  determined 
under  section  6411(b)  is  otherwise  prevented 
by  the  operation  of  any  law  or  rule  of  law 
other  than  section  7122,  such  application, 
credit,  or  refund  may  be  allowed  or  made  if 
application  for  a  tentative  carryback  adjust- 
ment is  made  within  the  period  provided  in 
section  6411(a). 

"(Hi)  Determinations  by  courts  to  be 
conclusive.— In  the  case  of  any  such  claim 
for  credit  or  refund  or  any  such  application 
for  a  tentative  carryback  adjustment,  the  de- 
termination by  any  court,  including  the  Tax 
Court,  in  any  proceeding  in  which  the  deci- 
sion of  the  court  has  become  final,  shall  be 
conclusive  except  with  respect  to— 

"(I)  the  net  operating  loss  deduction  and 
the  effect  of  such  deduction,  and 


"(ID  the  determination  of  a  short-term 
capital  loss  and  the  effect  of  such  short-term 
capital  loss,  to  the  extent  that  such  deduc- 
tion or  short-term  capital  loss  is  affected  by 
a  canyback  which  was  not  an  issue  in  such 
proceeding. " 

(c)  Clerical  Amendment.— The  table  of 
parts  for  subchapter  Q  of  chapter  1  is 
amended  by  striking  out  the  item  relating  to 
part  I. 

SEC.  142.  LIMITATIOSS  OS  DEDVCTIONS  FOR  MEALS. 
tra  \eu  and  E.\TERTAINMENT. 

(a)  Business  Meals.— 

(II  In  general.— Section  274  (relating  to 
disallowance  of  certain  entertainment,  etc. 
expenses),  as  amended  by  section  122(dl,  is 
amended  by  redesignating  subsection  (kl  as 
subsection  (o)  and  by  inserting  after  subsec- 
tion (])  the  following  new  subsection: 

"(k)  Business  Meals.— 

"(1)  In  general.— No  deduction  shall  be  al- 
lowed under  this  chapter  for  the  expense  of 
any  food  or  beverages  unless— 

"(A  I  such  expense  is  not  lavish  or  extrava- 
gant under  the  circumstances,  and 

"(Bl  the  taxpayer  (or  an  employee  of  the 
taxpayer)  is  present  at  the  furnishing  of 
such  food  or  beverages. 

"(21  Exceptions.— Paragraph  (II  shall  not 
apply  to  any  expense  if  subsection  (al  does 
not  apply  to  such  expense  by  reason  of  para- 
graph (21,  (31,  (41,  (71,  (81.  or  (91  of  subsec- 
tion (e)." 

(2)  Technical  amendments.— 

(A)  Subsection  (el  of  section  274  (relating 
to  specific  exceptions  to  application  of  sub- 
section (all  is  amended  by  striking  out  para- 
graph ill  and  by  redesignating  paragraphs 
(2)  through  (10)  as  paragraphs  di  through 
(9),  respectively. 

(B)  Paragraph  (3)  of  section  274(e).  as  re- 
designated by  subparagraph  (Al.  is  amended 
by  striking  out  "paragraph  (31"  and  insert- 
ing in  lieu  thereof  "paragraph  (2)". 

(bl  Additional  Restrictions  on  Expenses 
for  Meals.  Travel,  and  Entertainment.— 
Section  274  is  amended  by  inserting  after 
the  subsection  added  by  subsection  /a)  the 
following  new  subsections: 

"(I)  Additional  Limitations  on  Entertain- 
ment Tickets.— 

"(II  Entertainment  tickets.— 

"(A)  In  general.— In  determining  the 
amount  allowable  as  a  deduction  under  this 
chapter  for  any  ticket  for  any  activity  or  fa- 
cility described  in  subsection  (d)(2).  the 
amount  taken  into  account  shall  not  exceed 
the  face  value  of  such  ticket. 

"(B)  Exception  for  certain  charitable 
sports  events.— Subparagraph  'Al  shall  not 
apply  to  any  ticket  for  any  sports  event— 

"(il  which  is  organized  for  the  primary 
purpose  of  benefiting  an  organization  which 
is  described  in  section  501(c)(3)  and  exempt 
from  tax  under  section  501(al, 

"(HI  all  of  the  net  proceeds  of  which  are 
contributed  to  such  organization,  and 

"(iiil  which  utilizes  volunteers  for  sub- 
stantially all  of  the  work  performed  in  car- 
rying out  such  event 

"(21  Skyboxes,  etc.— 

"(A  I  In  general.— In  the  case  of  a  skybox 
or  other  private  luxury  box  leased  for  more 
than  1  event  the  amount  allowable  as  a  de- 
duction under  this  chapter  with  respect  to 
such  events  shall  not  exceed  the  sum  of  the 
face  value  of  non-luxury  box  seat  tickets  for 
the  seats  in  such  box  covered  by  the  lease. 
For  purposes  of  the  preceding  sentence,  2  or 
more  related  leases  shall  be  treated  as  1 
lease. 

"(B)  PHASEIN.—In  the  case  of— 

"(i)  a  taxable  year  l>eginning  in  1987,  the 
amount  disallowed  under  subparagraph  (A) 


shall  be'/,  of  the  amount  which  icould  be  dia- 
aUou)ed  loithout  regard  to  this  subpara- 
graph and 

"(ii)  in  the  case  of  a  taxable  year  begin- 
ning in  1988,  the  amount  disallowed  under 
subparagraph  (Al  shall  be  %  of  the  amount 
which  would  have  been  disallowed  laithout 
regard  to  this  subparagraph.  " 

"(ml  Additional  Limitations  on  Travel 
Expenses.— 
"(1)  Luxury  water  transportation.— 
"(A)  In  general.— No  deduction  shall  be  al- 
lowed under  this  chapter  for  expenses  in- 
curred for  transportation  by  water  to  the   • 
extent  such  expenses  exceed  twice  the  aggre- 
gate per  diem  amounts  for  days  of  such 
transportation.  For  purposes  of  the  preced- 
ing sentence,  the  term  'per  diem  amounts' 
means  the  highest  amount  generally  allow- 
able with  respect  to  a  day  to  employees  of 
the  executive  branch  of  the  Federal  Govern- 
ment for  per  diem  while  away  from  home 
but  serving  in  the  United  States. 

"(B)  Exceptions.— Subparagraph  (Al  shall 
not  apply  to— 

"(il  any  expense  allocable  to  a  cont^ention, 
seminar,  or  other  meeting  which  is  held  on 
any  cruise  ship,  and 

"(HI  any  expense  to  which  subsection  (a) 
does  not  apply  by  reason  of  paragraph  (2). 
(3i,  (41,  (7 1.  (8i.  or  (91  of  subsection  (el. 

"(21  Travel  as  form  of  education.— No  de- 
duction shall  be  allowed  under  this  chapter 
for  expenses  for  travel  as  a  form  of  educa- 
tion. 

"(n)  Only  80  Percent  of  Meal  and  Enter- 
tainment Expenses  Allowed  as  Deduction— 
"(1)  In  GENERAL.-The  amount  allowable  as 
a  deduction  under  this  chapter  for— 

"(Al  any  expense  for  food  or  beverages, 
and 

"(B)  any  item  with  respect  to  an  activity 
which  is  of  a  type  generally  considered  to 
constitute  entertainment  amusement  or 
recreation,  or  with  respect  to  a  facility  used 
in  connection  with  such  activity, 
shall  not  exceed  80  percent  of  the  amount  of 
such  expense  or  item  which  would  (but  for 
this  paragraph)  be  allowable  as  a  deduction 
under  this  chapter 

"(21  Exceptions.— Paragraph  (II  shall  not 
apply  to  any  expense  if— 

"(Al  subsection  (al  does  not  apply  to  such 
expense  by  reason  of  paragraph  (2).  (31.  (4), 
(7),  (81,  or  (91  of  subsection  (el. 

"(Bl  in  the  case  of  an  expense  for  food  or 
beverages,  such  expense  is  excludable  from 
the  gross  income  of  the  recipient  under  sec- 
tion 132  by  reason  of  subsection  (e)  thereof 
(relating  to  de  minimis  fringes). 

"(Cl  such  expense  is  covered  by  a  package 
involving  a  ticket  described  in  subsection 
(IKIKBI,  or 

"(DI  in  the  case  of  an  expense  for  food  or 
beverages  before  January  1.  1989.  such  ex- 
pense is  an  integral  part  of  a  qualified  meet- 
ing. 

"(31  Qualified  meeting.— For  purposes  of 
paragraph  (2I(DI.  the  term  qualified  meet- 
ing' m£ans  any  convention,  seminar, 
annual  meeting,  or  similar  business  pro- 
gram with  respect  to  which— 

"(A  I  an  expense  for  food  or  beverages  is 
not  separately  stated. 

"(Bl  more  than  50  percent  of  the  partici- 
pants are  away  from  home, 
"(CI  at  least  40  individuals  attend,  and 
"(D)  such  food  and  beverages  are  part  of  a 
program  which  includes  a  speaker. " 

(cl  No  Deduction  Allowed  for  Seminars, 
Etc.,  for  Section  212  Purposes.— 

(1)  In  GENERAL.— Subsection  (h)  of  section 
274  (relating  to  attendance  at  convention*. 
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etc.)  it  amended  by  adding  at  the  end  there-    sec.  /«.  dedvction  for  mortgage  interest  and       "(4,  salvage  value  TREArrn  a^  ^«n     <t«/ 

Of  the  foUowtng  new  paragraph:  REAL  property  taxes  allowable    „ne,^„ZZl,^nJ^^JY^~^'^' 

"(7)   SEMWARS.    ETC.    FOR   SECTION   212   PVR-  ^"^''^   PARSONAGE   ALLOWANCE   OR      ^Sevolue  shall  be  treated  OS  Zero. 

poses-No  deduction  shall  be  allowed  under  riVJ^n^  ""^^'^^  allowance  re-         '^>  .ftf^'^"-;*"  election  under  para- 

Mection  212  for  expenses  allocable  to  a  con-  o              '*^"*''                                                ^^^'^  '^"^'  "***"  ^  "*<**'*  ^^^  respect  to  1 

vention.  seminar,  or  similar  meeting  "  ,  Section  265  /relating  to  expenses  and  in-     or  more  classes  of  property  for  any  taxable 

<2)    Techmicai    AMFnr,MF»T^     Pnrnnrn^h,  ^'""'    '"e^o'"'?    'o    tox-excmpt   incomc)   is     "f'^''  ««<*  once  made  with  respect  to  any 

nf  i2,iir^d  ^fofs^i^ntufhfi^e  ^T"**"*  ""  "'^'^''^  "*■  ^^'  ^'^  ^^'^°f  ^    class  shall  apply  to  all  property  in  such  class 

e(u:h  amended-                ^^''"o^  ^'^"^>  are  following  new  paragraph:                                   Placed  in  service  dunng  such  taxable  year 

,A,K,Z^          .  ..      ,.,..       u     ,  "'6J  Section  NOT  TO  apply  WITH  respect  to    ^^ch  an  election,  once  made,  shall  be  irrevo- 

(AJ  by  sinking  out    or  212    each  place  it  parsonage    and    military    housing    allow-     <^able. 

"'^**"'  "J"*^  ANCES.-No  deduction  shall  be  denied  under        "<c)   Applicable    Recovery   Period.— For 
IB)  by  stnlcing  out  "or  to  an  activity  de-  this  section  for  interest  on  a  mortgage  on,  or    Purposes  of  this  section,  the  applicable  re- 
tcnbed  m  section  212  and"  each  place  it  ap-  real  property  taxes  on.  the  home  of  the  tax-     covery  period  shall  be  determined  in  accord- 
pears,  payer  by  reason  of  the  receipt  of  an  amount     ance  with  the  following  table: 

Id)   Denial   of  Charitable   Contribution  as—                                                                                                                                  r    m 

FOR  Certain  Travel  ExPENSES.—Section  170  "'A)  a  military  housing  allowance,  or              ■■/„  /k-  -„.„  „,.                                  applica.ble 

/relating  to  charitable,   etc.   contributions  "'Bl    a   parsonage   allowance   excludable        3  ypar^mZ  i,                 recovery  period  is: 

and  gifts)  is  amended  by  redesignating  sub-  from  gross  income  under  section  107  "                   c          propeny 3  years 

sections  (k)  and  ID  as  subsections  iV  and  Subtitle  F-Effective  Dates                    ^'ZllimZv, t''^"" 

Im).  respectively,  and  by  inserting  after  sub-  sEC  isi  ffffcthf  date's                                          '-year  property 7  years 

section  IP  the  following  new  subsection:  ''la/oEZlTRulE- Except  as  otherwise        '"■''''' '^'^'^'^ JO 

"iki   DENIAL    OF   DEDUCTION   FOR    CERTAIN  provided  m   this  Section,   ihe  amendment        IS-year  property                                    ^7, 

J^J^'-^''J'"%^-No  deduction  shall  be  al-  made  by  this  title  shall  apply  to  i^abYe       "  "'"' "'^"P^^'" • « 

lowed   under  this  section  for  traveling  ex-  years  beginning  after  December  31.  1986.                20-year  property                                       ^    In 

penses    Uncluding    amounts    expended   for  tbj      Unemployment     Compensation -The        ^"  ^^"^  ^''''P^^^y 20 

meals  and  lodging!  while  away  from  home,  amendment  made  hv  tpr linn  171  <!hnii  nr,r,i,.        t,      .1     .    ,        .  .                                 years 

Whether  paid  directly  or  by  reimbursement.  TZZnis    received  Tier    DecemLr'^ll         ^""^^«''«'  '•^«'«'  P^^P^^'V 27.5 

unless  there  IS  no  significant  element  of  per-  1986    in    taxable   vear<i   endmn   nftcr   ■^..^h         „          ^     ..  .                                       "*"" 

sonal  pleasure,   recreation,   or  vacation  in  date                                                                            Nonresidential  real  property 31.5 

such  travel"  ic)  Prizes  and  AwARDS.-The  amendments        ..,,          ■                                             ''^""• 
SBC.  Ui.  changes  IN  TREATMENT  OF  HOBBY  LOSS,  made  bv  section  122  shall  apply  to  prizes                  Applicable    Convention. -For    pur- 
^TC.  and  awards  granted  after  December  31.  1986.     ^°*''*  °^  ""*  section- 
la)  Hobby  Loss.— Subsection  id/  of  section  'd'  Scholarships. -The  amendments  made         '^'  ^'^  general. -Except  as  otherwise  pro- 
183  irelating  to  presumption)  is  amended-  ^V  section  123  shall  apply  to  taxable  years     ^^^ed  in  this  subsection,  the  applicable  con- 

11/  by  striking  out  "2  or  more  of  the  lax-  beginning  after  December  31.  1986.  but  only     ^'^"''O"  «  the  half-year  convention. 

able  years  m  the  period  of  5  consecutive  tax-  '"  ''**'  <^"*^  °f  scholarships  and  fellowships        "'^'  ^^'*^  property. -In  the  case  of— 

able  years"  and  inserting  in  lieu  thereof  "3  granted  after  August  16.  19S6.                                  "'A'  nonresidential  real  property,  and 

or  more  of  the  taxable  years  in  the  period  of  '^'  P'^f'soNAOE  and  Military  Housing  Al-        "'B'  residential  rental  property. 

S  consecutive  taxable  years",  and  LOWANCES.—The  amendment  made  by  section     the  applicable  convention  is  the  mid-month 

12)  bv  striking  out  the  last  sentence  and  i^t  ^'''""  '^'^^'^  '°  taj:able  years  beginning     convention, 

inserting  in  lieu  thereof  the  following-  "In  ^^f°^^'  °"-  o"  after.  December  31.  1986.                    "13/  Special  rule  where  substantial  prop- 

the  case  of  an  activity  which  consists  in  TITLE  II-PROVISIOSS  RELATING  TO        i^f^T^  placed  in  service  ui  ring  last  3  months 

major  part  of  the  breeding,  training,  show-  CAPITAL  COST                            ofta.kable  year.- 

ing.  or  racing  of  horses,  the  preceding  sen-  Subtitle  .i—Uipreciation  Provisions  "'^'  ^'"^  general.- Except  as  provided  in 
tence  shall  be  applied  by  substituting  r  for  sEC  zou  MoimnxTU/s  of  acveler^tfu  cost  re-  '■«'«;".'f'j°"*'  ^i^rins  any  taxable  year- 
s'and  7  for  5  ."  CiiVERV  SYSTEM  "''''""'■"""' "^  vj/  ihe  aggregate  bases  of  property  to 
lb)  Treatment  of  Rental  to  Employer  la)  General  ' RuLE.-Section  168  irelatino  "/'"''L  "*"  ^''ction  applies  and  which  are 
Under  Section  280A.-Subsection  ic)  of  sec-  to  accelerated  cost  recovery  system)  is  ...  tn  service  dunng  the  last  3  months  of 
tion280A  I  relating  to  exceptions  for  certain  amended  to  read  as  follows-                                  the  taxable  year  exceed 

business  or  rental  use:  limitalicn  on  deduc-  sEi.  /«,«.  mxeleratei)  cost  recovery  system             '"'  '*°  P*'''^'''''  °f  ^^^  aggregate  bases  of 

tions  for  such  use)  IS  amended  by  adding  at  ■la/  Gf^ifra,    Rt-if     FTr^,^t  n^  r,th\,„,.,'.„     Property  to  which  this  section  applies  placed 

the   end    thereof  the  following\ew   para-  proVid?ri^thiTsc^i!nihe  /ep°r  c  aTon     '« ---e  rfunn.  ..cMcurat/.  vear, 

*^P'^'  deduction   provided   bv  \pr  LTjk?/,,!    fnl     "'^  ^PP'^cable  convention  for  all  property  to 

•16)  TREATMENT  OP  RENTAL  TO  EMPLOYER.-  any   anTiblepo^yL^^^^^^                               "•''''•''  this  section  applies  placed  in  sennce 

Paragraphs  11/  and  13)  shall  not  apply  to  using-                      ly  snau  oe  aetermined  Oy     dunng  such  taxable  year  shall  be  the  mid- 

any  item  which  is  attributable  to  the  rental  "ID  the  applicable  depreciation  method          Quarter  convention. 

of  the  dwelling  unit  lor  any  portion  thereof)  "12)  the  applicable  recovery  period  and                       Certain   real   property  not   taken 
by  the  taxpayer  to  his  employer  during  any  "13)  the  applicable  convention.                         ""^   account.— For   purposes    of  subpara- 
period  in  which  the  taxpayer  uses  the  dwell-  "lb)  Applicable   Depreciation   Method  —     ^^"-P^  'A>-  nonresidential  real  property  and 
ing  unit  lor  portion)  in  performing  services  For  purposes  of  this  section—                               residential    rental    property    shall    not    be 
as  an  employee  of  the  employer"  "H)  In  ge.veral.- Except  as  provided  in     taken  into  account 
Ic)  Revision  of  Limitation  on  Deduction  Paragraphs  I2)  and  <3/.  the  applicable  depre-          ''"  Definitions.— 
for  Business  Use  of  Home.— Paragraph  15)  ciation  method  is—                                                   "'A)  Half-year  convention.— The  half-year 
of  section  280AIC)  Irelating  to  exceptions  for  "'A>    the    200  percent   declining   balance     convention  is  a  convention  which  treats  all 
certain  business  or  rental  use;  limitation  on  "^thod,                                                                   property  placed  in  senice  during  any  tax- 
deductions  for  such    use)    is   amended    by  "'B/ switching  to  the  straight  line  method     able  year  lor  disposed  of  during  any  taxable 
striking  out  subparagraph  iB)  and  inserting  f°^  ^^^  ■'*'  taxable  year  for  which  using  the     vcar)  as  placed  in  service  lor  disposed  of)  on 
in  lieu  thereof  the  following:  straight  line  method  with  respect  to  the  ad-     the  mid-point  of  such  taxable  year 
"IB)  the  sum  of—  rusted  basis  as  of  the  beginning  of  such  year        "'B)    Mid-month   convention.— The    mid- 
"lU  the  deductions  aUocable  to  such  use  "^^"V^^td  a  larger  allowance                                month  convention  is  a  convention   which 
which  are  allowable  under  this  chapter  for  ^'  ".'i'""  *'"'  2o-year  PROPERVY.-ln  the     treats  all  property  placed  in  service  during 
the  taxable  year  whether  or  not  such  unit  lor  '""^  .°^,f  ?"f°r.  1""  ^^"^°''  P'^P^'''"-  P'^ra-     any    month    lor   disposed    of  during    any 
portion  thereof)  was  so  used,  and  graph  ID  shall  be  applied  by  substituting     rnonth)  as  placed  in  service  lor  disposed  of) 
"fiii  fhi.  H..H„f.fir.^.  .,ii^r.Ki^  t    #1.    .    ^  ISO  percent' for -200  percent:                              on  the  mid-point  of  such  month. 

or  bL^S^^fhi^h  ^^htt  t^J?^,  "'^'     P'^OPERTY     TO     which    STRAIGHT    LINE           "<C)    MiD-QUARTER    CONVENTION.-Thc    mid- 

wh^ZnoTaSSaileZsi^hi^T^or^H  *^°^  >./>/'^«.-77te   applicable   deprecia-     Quarter  convention  is  a  convention  which 

taiaWeJ^or  "°"    '^'""'^    *"**"    ^^    "^    straight    line     treaU  all  property  placed  in  sen^ice  during 

.„.,  „    *   _i       ,     „        .,              J  ^     ..  niethod  in  the  case  of  the  following  property:     any  Quarter  of  a  taxable  year  lor  disposed  of 

Any  amount  not  allowable  as  a  deduction  'lA)  Nonresidential  real  property                   during  any  Quarter  of  a  taxable  year)  as 

under  this  chapter  by  reason  of  the  preced-  "IB)  Residential  rental  property                      placed  in  service  lor  disposed  of)  on  the 

ing  sentence  shaU  be  taken  into  account  as  a  "to  Property  with  respect  to  which  the     mid-point  of  such  Quarter 

deductton  laUocable  to  such  use)  under  IhU  taxpayer  elects  under  paragraph  15)  to  have        "le)  Classification  of  Property  -For  pur- 

ehapUr  for  the  succeeding  taxable  year."  the  provisions  of  this  paragraph  apply.              poses  of  this  section-                        'orpur 


7.year  property ... 
10-year  property . 
IS-year  property . 
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"PToperty  shall  be  treat- 
ed as: 


•ANTIAL  PROP- 
iST  3  MONTHS 


he  half-year 
:h  treats  all 
jg  any  tax- 
any  taxable 
oosed  of)  on 

T. 

-The  rnid- 
tion  which 
vice  during 
luring  any 
iisposed  of  J 


"(1)  Is  GENERAL.— Except  OS  Otherwise  pro- 
vided in  this  subsection,  property  shall  be 
classified  under  the  following  table: 

If  such  property  has  a 
class  life  (in  years) 
of 

3-year  property 4  or  less 

S -year  property More    than    4    but    less 

than  10 

7-year  property 10  or  more  but  less  tflan 

16 

10-year  property 16  or  more  but  less  than 

20 

IS-year  property 20  or  more  but  less  than 

25 
20-year  property 25  or  more. 

"(2)  Residential  rental  or  nonresidential 
real  property.— 

"(Al  Residential  rental  property.— The 
term  'residential  rental  property'  has  the 
meaning  given  such  term  by  section 
167<jl(2)(B). 

"(B)  Nonresidential  real  property.— The 
term  'nonresidential  real  property'  means 
section  12S0  property  which  is  not— 

"(i)  residential  rental  property,  or 

"(ii)  property  with  a  class  life  of  less  than 
27.5  years. 

"(3)  Classification  of  certain  property.— 

"(A)  3YEAR  property.— The  term  '3-year 
property'  includes— 

"(i)  any  race  horse  which  is  more  than  2 
years  old  at  the  time  it  is  placed  in  service, 
and 

"(ii)  any  horse  other  than  a  race  horse 
which  is  more  than  12  years  old  at  the  time 
it  is  placed  in  service. 

"(B)  S-year  property.— The  term  '5-year 
property'  includes— 

"(i)  any  automobile  or  light  general  pur- 
pose truck, 

"(ii)  any  semi-conduetor  manufacturing 
equipment, 

"(Hi)  any  computer-based  telephone  cen- 
tral office  switching  equipment, 

"(iv)  any  qualified  technological  equip- 
ment, 

"(v)  any  property  used  in  connection  with 
research  and  experimentation,  and 

"(viJ  any  property  which— 

"(I)  is  described  in  paragraph  (3)lA)(viii), 
<3)(A)(ix),  or  (4)  of  section  48(1),  or 

"(II)  is  described  in  paragraph  (15)  of  sec- 
tion 48(1)  and  is  a  qualifying  small  power 
production  facility  within  the  meaning  of 
section  3(17 )(C)  of  the  Federal  Power  Act  (16 
U.S.C.  796(1 7)(C)),  as  in  effect  on  September 
1,  1986. 

"(C)  7- year  property.— The  term  '7-year 
property'  includes— 

"(iJ  any  railroad  track, 

"(ii)  any  single-purpose  agricultural  or 
horticultural  structure  (within  the  meaning 
of  section  48(p)),  and 

"(Hi)  any  property  which— 

"(I)  does  not  have  a  class  life,  and 

"(II)  is  not  otherwise  classified  under 
paragraph  (2)  or  this  paragraph. 

"(D)  15YEAR  property.— The  term  '15-year 
property'  includes— 

"(i)  any  municipal  wastewater  treatment 
plant,  and 

"(ii)  any  telephone  distribution  plant  and 
comparable  equipment  used  for  2-way  ex- 
change of  voice  and  data  communications. 

"(E)  ZOyear  PROPERTY.-The  term  '20-year 
property'  includes  any  municipal  sewers. 

"(f)  Property  To  Which  Section  Does 
Not  Apply.— This  section  shall  not  apply 
to- 

"(1)  Certain  methods  of  depreciation.— 
Any  property  if— 

"(A)  the  taxpayer  elects  to  exclude  such 
property  from  the  application  of  this  sec- 
tion, and 


"(B)  for  the  1st  taxable  year  for  which  a 
depreciation  deduction  would  be  allowable 
urith  respect  to  sux:h  property  in  the  hands  of 
the  taxpayer,  the  property  is  properly  depre- 
ciated under  the  unit-of-production  method 
or  any  method  of  depreciation  not  expressed 
in  a  term  of  years  (other  than  the  retire- 
ment-replacement-betterment  method  or 
similar  method). 

"(2)  Certain  pubuc  utility  property.— 
Any  public  utility  property  (within  the 
meaning  of  section  167(l)(3l(A))  if  the  tax- 
payer does  not  use  a  normalization  method 
of  accounting. 

"(3)  Films  and  video  tape.— Any  motion 
picture  film  or  video  tape. 

"(4)  Sound  recordings.— Any  sound  re- 
cording described  in  section  48(r)(5). 

"(5)  Certain  property  placed  in  service  in 
churning  transactions.— 
"(A)  In  general.— Property— 
"(i)  described  in  paragraph  (4)  of  section 
168(e)  (as  in  effect  before  the  amendments 
made  by  the  Tax  Reform  Act  of  1986),  or 

"(ii)  which  would  be  described  in  stich 
paragraph  if  such  paragraph  were  applied 
by  substituting  '1987'  for  '1981'  and  '1986' 
for  '1980'  each  place  such  terms  appear. 

"(B)  Subparagraph  (akui  not  to  apply.— 
Clause  (ii)  of  subparagraph  (A)  shall  not 
apply  to— 

"(i)  any  residential  rental  property  or 
nonresidential  real  property,  or 

"(ii)  any  property  if,  for  the  1st  full  tax- 
able year  in  which  such  property  is  placed 
in  service— 

"(I)  the  amount  allowable  as  a  deduction 
under  this  section  (as  in  effect  before  the 
date  of  the  enactment  of  this  paragraph) 
with  respect  to  such  property  is  greater  than 
"(II)  the  amount  allowable  as  a  deduction 
under  this  section  (as  in  effect  on  or  after 
such  date  and  using  the  half-year  conven- 
tion) for  such  taxable  year. 

"(g)  Alternative  Depreciation  System  for 
Certain  Property.— 
"(1)  In  general.— In  the  case  of— 
"(A)  any  tangible  property  which  during 
the  taxable  year  is  used  predominantly  out- 
side the  United  States, 
"(B)  any  tax-exempt  use  property, 
"(C)  any  tax-exempt  bond  financed  prop- 
erty, 

"(D)  any  imported  property  covered  by  an 
Executive  order  under  paragraph  (6),  and 

"(E)  any  property  to  which  an  election 
under  paragraph  (7)  applies, 
the  depreciation  deduction  provided  by  sec- 
tion 167(a)  shall  be  determined  under  the  al- 
ternative depreciation  system. 

"(2)  Alternative  depreciation  system.— 
For  purposes  of  paragraph  (1).  the  alterna- 
tive depreciation  system  is  depreciation  de- 
termined by  using— 

"(A)  the  straight  line  method  (without 
regard  to  salvage  value), 

"(B)  the  applicable  convention  determined 
under  subsection  (d).  and 

"(C)  a  recovery  period  determined  under 
the  following  table: 

The  recovery  period 
"In  the  case  of:  shall  be: 

(i)     Property     not     de- 
scribed in  clause  (ii)  or 

(Hi) The  class  life. 

(ii)     Personal     property 

with  no  class  life 12  years. 

(Hi)  Nonresidential  real 
and  residential  rental 

property 40  years. 

"(3)  Special  rules  for  determining  class 

UFE.— 

"(A)  Tax-exempt  use  property  subject  to 
LEASE.— In  the  case  of  any  tax-exempt  use 


property  subject  to  a  lease,  the  recovery 
period  used  for  purposes  of  paragraph  (2) 
shall  in  no  event  be  less  than  125  percent  of 
the  lease  term. 

"(B)  Special  rule  for  certain  property 
ASSIGNED  TO  CLASSES.— For  purposcs  of  para- 
graph (2),  in  the  case  of  property  descril>ed 
in  any  of  the  following  subparagraphs  of 
subsection  (e)(3),  the  class  life  shall  be  deter- 
mined as  follows: 

"If  property   is   de-  The  clou 

scritted  life  is: 

in  suttparagrapK' 

(B)(ii) 5 

(B)(iii) 9.5 

(C)(i) to 

(C)(ii) : 15 

(D)(i) ».. 24 

(D)(ii) 24 

(E) 5ft 

"(C)  Qualified  technological  equip- 
ment.—In  the  case  of  any  qualified  techno- 
logical equipment,  the  recovery  period  used 
for  purposes  of  paragraph  (2i  shall  be  5 
years. 

"(D)  Automobiles,  etc.— In  the  case  of  any 
automobile  or  light  general  purpose  truck, 
the  recovery  period  used  for  purposes  of 
paragraph  (2)  shall  be  5  years. 

"(E)  Certain  real  property.— In  the  case 
of  any  section  1245  property  which  is  real 
property  with  no  class  life,  the  recovery 
period  used  for  purposes  of  paragraph  (2) 
shall  be  40  years. 

"(4)  Property  used  predominantly  out- 
side THE  United  States.— For  purposes  of 
this  subsection,  rules  similar  to  the  rules 
under  section  48(a)(2)  (including  the  excep- 
tions contained  in  subparagraph  (Bl  there- 
of) shall  apply  in  determining  whether  prop- 
erty is  used  predominantly  outside  the 
United  States.  In  addition  to  the  exceptions 
contained  in  such  subparagraph  (B),  there 
shall  be  excepted  any  satellite  or  other 
spacecraft  (or  any  interest  therein/  held  by  a 
United  States  person  if  such  satellite  or 
spacecraft  was  launched  from  within  the 
United  States. 

"(5)  Tax-exempt  bond  financed  proper- 
ty.—For  purposes  of  this  subsection— 

"(A)  In  general.— Except  as  otherwise  pro- 
vided in  this  paragraph,  the  term  'tax- 
exempt  Imnd  financed  property'  means  any 
property  to  the  extent  such  property  is  fi- 
nanced (directly  or  indirectly)  by  an  obliga- 
tion the  interest  on  which  is  exempt  from 
tax  under  section  103(a). 

"(B)  Allocation  of  bond  proceeds.— For 
purposes  of  subparagraph  (A),  the  proceeds 
of  any  obligation  shall  be  treated  as  used  to 
finance  property  acquired  in  connection 
with  the  issuance  of  such  obligation  in  the 
order  in  which  such  property  is  placed  in 
service. 

"(C)         QUAUFIED         RESIDENTIAL         RENTAL 

PROJECTS.— The  term  'tax-exempt  bond  fi- 
nanced property'  shall  not  include  any 
qualified  residential  rental  project  (within 
the  meaning  of  section  142(a)(7)). 

"(6)  Imported  property.— 

"(A)  Countries  maintaining  trade  restric- 
tions OR  ENGAGING  IN  DISCRIMINATORY  ACTS.— 

If  the  President  determines  that  a  foreign 
country— 

"(i)  maintains  nontariff  trade  restric- 
tions, including  variable  import  fees,  which 
substantially  burden  United  States  corn- 
merce  in  a  manner  inconsistent  with  provi- 
sions of  trade  agreements,  or 

"(ii)  engages  in  discriminatory  or  other 
acts  (including  tolerance  of  international 
cartels)  or  policies  unjustifiably  restricting 
United  States  commerce. 
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the  President  may  by  Executive  order  pro- 
vide/or the  application  of  paragraph  IIXD) 
to  any  article  or  class  of  articles  manufac- 
tured or  produced  in  such  foreign  country 
for  such  period  as  may  be  provided  by  such 
Executive  order.  Any  period  specified  in  the 
preceding  sentence  shall  not  apply  to  any 
property  ordered  before  (or  the  construction, 
reconstruction,  or  erection  of  which  began 
before)  the  date  of  the  Executive  order  unless 
the  President  determines  an  earlier  date  to 
be  in  the  public  interest  and  specifies  such 
date  in  the  Executive  order. 

"(B)  Imported  property.— For  purposes  of 
this  subsection,  the  term  'imported  property' 
means  any  property  if— 

"(ii  such  property  was  completed  outside 
the  United  States,  or 

"(HI  less  than  50  percent  of  the  basis  of 
such  property  is  attributable  to  value  added 
within  the  United  States. 
For  purposes  of  this  subparagraph,  the  term 
'United  States'  includes  the  Commonwealth 
of  Puerto  Rico  and  the  possessions  of  the 
United  States. 

"(7)  Election  to  use  alternative  deprecia- 
tion system.— 

"(A)  In  general.— If  the  taxpayer  makes  an 
election  under  this  paragraph  with  respect 
to  any  class  of  property  for  any  taxable  year. 
the  alternative  depreciation  system  under 
this  subsection  shall  apply  to  all  property  in 
such  class  placed  m  service  during  such  tax- 
able year.  Notwithstanding  the  preceding 
sentence,  in  the  case  of  nonresidential  real 
property  or  residential  rental  property,  such 
election  may  be  made  separately  with  re- 
spect to  each  property. 

"(B)  Election  irrevocable.— An  election 
under  subparagraph  (A),  once  made,  shall  be 
irrevocable. 

"(h)  Tax-E.xe.vpt  Use  Property:- 

"ID  In  GENER..-j..—For  purposes  of  this  sec- 
tion- 

'(A)  Property  other  than  nonresidential 
REAL  PROPERTY.-Except  OS  Otherwise  provid- 
ed in  this  subsection,  the  term  tax-exempt 
use  property'  means  that  portion  of  any  tan- 
gible property  (other  than  nonresidential 
real  property)  leased  to  a  tax-exempt  entity. 

"(B)  NONRESIDE.'VTIAL  REAL  PROPERTY.— 

"(i)  In  GENERAL —In  the  case  of  nonresi- 
dential real  property,  the  term  tax-exempt 
use  property'  means  that  portion  of  the 
properly  leased  to  a  tax-exempt  entity  in  a 
disqualified  lease. 

"(ii)  Disqualified  lease.— For  purposes  of 
this  subparagraph,  the  term  disqualified 
lease'  means  any  lease  of  the  property  to  a 
tax-exempt  entity,  but  only  if— 

"(I)  part  or  all  of  the  property  was  fi- 
nanced (directly  or  indirectly)  by  an  obliga- 
tion the  interest  on  which  is  exempt  from 
tax  under  section  103(a)  and  such  entity  (or 
a  related  entity)  participated  in  such  fi- 
nancing, 

"III)  under  such  lease  there  is  a  fixed  or 
determinable  pnce  purchase  or  sale  option 
which  involves  such  entity  (or  a  related 
entity)  or  there  is  the  equivalent  of  such  an 
option, 

"HID  such  lease  has  a  lease  term  in  excess 
of  20  years,  or 

"IIV)  such  lease  occurs  after  a  sale  lor 
other  transfer)  of  the  property  by.  or  lease  of 
the  property  from,  such  entity  (or  a  related 
entityJ  and  such  property  has  been  used  by 
tvch  entity  lor  a  related  entity)  before  such 
tale  lor  other  transfer)  or  lease. 

"liiiJ  35-PERCENT  threshold  test. —Clause 
<i)  shall  apply  to  any  property  only  if  the 
portion  of  such  property  leased  to  tax- 
exempt  entities  in  disqualified  leases  is 
more  than  35  percent  of  the  property. 
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"(iv)  Treatment  of  improvements.— For 
purposes  of  this  subparagraph,  improve- 
ments to  a  properly  (other  than  land)  shall 
not  be  treated  as  a  separate  property. 

"Iv)  Leasebacks  during  ist  i  months  of 
USE  NOT  TAKEN  INTO  ACCOUNT.— Subclause  (IV) 
of  clause  (ii)  shall  not  apply  to  any  property 
which  is  leased  within  3  months  after  the 
date  such  property  is  first  used  by  the  tax- 
exempt  entity  (or  a  related  entity). 

"lO  Exception  for  short-term  leases.— 

"Ii)  In  general.— Property  shall  not  be 
treated  as  tax-exempt  use  property  merely  by 
reason  of  a  short-term  lease. 

"(ii)  SHORT-TERM  LEASE.— For  purposes  of 
clause  (i>.  the  term  'short-term  lease'  means 
any  lease  the  term  of  which  is— 
(I)  less  than  3  years,  and 

"(II)  less  than  the  greater  of  1  year  or  30 
percent  of  the  property's  present  class  life. 
In  the  case  of  nonresidential  real  property 
and  property  with  no  present  class  life,  sub- 
clause (III  shall  not  apply. 

"(D)  Exception  where  property  used  in 

UNRELATED     TRADE     OR     BUSINESS.  — The     term 

tax-exempt  use  property'  shall  not  include 
any  portion  of  a  property  if  such  portion  is 
predominantly  used  by  the  tax-exempt 
entity  (directly  or  through  a  partnership  of 
which  such  entity  is  a  partner)  in  an  unre- 
lated trade  or  business  the  income  of  which 
is  subject  to  tax  under  section  511.  For  pur- 
poses of  subparagraph  (B)(iii).  any  portion 
of  a  property  so  used  shall  not  be  treated  as 
leased  to  a  tax-exempt  entity  in  a  disquali- 
fied lease. 

"(E)  Nonresidential  real  property  de- 
fined.—For  purposes  of  this  paragraph,  the 
term  'nonresidential  real  property'  includes 
residential  rental  property. 

"(2)  Tax-exempt  entity. — 

"(A)  In  GENERAL.-For  purposes  of  this  sub- 
section, the  term  tax-exempt  entity'  means— 

"(i)  the  United  States,  any  State  or  politi- 
cal subdivision  thereof,  any  possession  of 
the  United  States,  or  any  agency  or  instru- 
mentality of  any  of  the  foregoing. 

"(HI  an  organization  (other  than  a  cooper- 
ative described  in  section  521)  which  is 
exempt  from  tax  imposed  by  this  chapter, 
and 

"(Hi)  any  foreign  person  or  entity. 

"(B)  Exceptions  for  certain  property 
subject  to  united  states  tax  and  used^by 
foreign  person  or  entity:  — 

"(i)  Income  from  property  subject  to 
united  states  TAX.— Clause  dii)  of  subpara- 
graph (A)  shall  not  apply  with  respect  to  any 
property  if  more  than  SO  percent  of  the  gross 
income  for  the  taxable  year  derived  by  the 
foreign  person  or  entity  from  the  use  of  such 
property  is— 

"(I)  subject  to  tax  under  this  chapter,  or 

"(II)  included  under  section  951  in  the 
gross  income  of  a  United  States  shareholder 
for  the  taxable  year  with  or  within  which 
ends  the  taxable  year  of  the  controlled  for- 
eign corporation  in  which  such  income  was 
derived. 

For  purposes  of  the  preceding  sentence,  any 
exclusion  or  exemption  shall  not  apply  for 
purposes  of  determining  the  amount  of  the 
gross  income  so  derived,  but  shall  apply  for 
purposes  of  determining  the  portion  of  such 
gross  income  subject  to  tax  under  this  chap- 
ter. 

"Hi)  Movies  and  sound  recordings.- 
Clause  liii)  of  subparagraph  lA)  shall  not 
apply  with  respect  to  any  qualified  film  las 
defined  in  section  48lk)ll)IBJ)  or  any  sound 
recording  las  defined  in  section  48lr)l5)). 

"lO  Foreign  person  or  sirrrry.-For  pur- 
poses of  this  paragraph,  the  term  foreign 
penon  or  entity'  means- 
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"(i)  any  foreign  government,  any  interna- 
tional organization,  or  any  agency  or  in- 
strumentality of  any  of  the  foregoing,  and 

"(ii)  any  person  who  is  not  a  United 
States  person. 

Such  term  does  not  include  any  foreign  part- 
nership or  other  foreign  pass-thru  entity. 

"(D)  Treatment  of  certain  taxable  instru- 
mentalities.—For  purposes  of  this  subsec- 
tion, a  corporation  shall  not  be  treated  as 
an  instrumentality  of  the  United  States  or 
of  any  State  or  political  subdivision  thereof 
if— 

"(i)  all  of  the  activities  of  such  corpora- 
tion are  subject  to  tax  under  this  chapter, 
and 

"(ii)  a  majority  of  the  board  of  directors  of 
such  corporation  is  not  selected  by  the 
United  State."  or  any  State  or  political  sub- 
division thereof. 

""(E)  Certain  previously  tax-exempt  orga- 
nizations.— 

"(I)  In  general.— For  purposes  of  this  sub- 
section, an  organization  shall  be  treated  as 
an  organization  described  m  subparagraph 
iA)(ii)  with  respect  to  any  property  (other 
than  property  held  by  such  organization)  if 
such  organization  was  an  organization 
(other  than  a  cooperative  described  in  sec- 
tion 5211  exempt  from  tax  imposed  by  this 
chapter  at  any  time  during  the  5-year  period 
ending  on  the  date  such  property  was  first 
used  by  such  organization.  The  preceding 
sentence  and  subparagraph  'Di(ii)  shall  not 
apply  to  the  Federal  Home  Loan  Mortgage 
Corporation. 

"(li)    Election   not   to   have   clause   -/; 

APPLY.— 

"(II  In  general.— In  the  case  of  an  organi- 
zation formerly  exempt  from  tax  under  sec- 
tion aOKai  as  an  organization  described  in 
section  501(cl(12).  clause  d)  shall  not  apply 
to  such  organization  with  respect  to  any 
property  if  such  organization  elects  not  to 
be  exempt  from  tax  under  section  501(a) 
during  the  tax-exempt  use  period  with  re- 
spect to  such  property. 

'(II)  Tax-exempt  use  period.— For  pur- 
poses of  subclause  'D.  the  term  'tax-exempt 
use  period'  means  the  period  beginning  with 
the  taxable  year  in  which  the  property  de- 
scribed in  subclause  ill  is  first  used  by  the 
organization  and  ending  with  the  close  of 
the  15th  taxable  year  following  the  last  tax- 
able year  of  the  applicable  recovery  period 
of  such  property. 

"(Ill)  Election.— Any  election  under  sub- 
clause (I),  once  made,  shall  be  irrevocable. 

"(Hi)  Treatment  of  successor  organiza- 
tions.—Any  organization  which  is  engaged 
in  activities  substantially  similar  to  those 
engaged  in  by  a  predecessor  organization 
shall  succeed  to  the  treatment  under  this 
subparagraph  of  such  predecessor  organiza- 
tion. 

"(iv)  First  used.— For  purposes  of  this  sub- 
paragraph, property  shall  be  treated  as  first 
used  by  the  organization— 

"(I)  when  the  property  is  first  placed  in 
service  under  a  lease  to  such  organization, 
or 

"(II)  in  the  case  of  property  leased  to  lor 
held  by)  a  partnership  lor  other  pass-thru 
entity)  in  which  the  organization  is  a 
member,  the  later  of  when  such  property  is 
first  used  by  such  partnership  or  pass-thru 
entity  or  when  such  organi2ation  is  first  a 
memt>eT  of  such  partnership  or  pass-thru 
entity. 

"13)  Special  rules  for  certain  high  tech- 

NOLOa  Y  E<i  UIPMENT.  — 

"I A  J  Exemption  where  lease  term  is  s 
YEARS  OR  less.— For  purposes  of  this  section. 
the  term  'tax-exempt  iiae  property'  shall  not 
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include  any  qualified  technological  equip- 
ment if  the  lease  to  the  tax-exempt  entity 
has  a  lease  term  of  5  years  or  less. 
"(B>  Exception  for  certain  property.— 
"(i)  In  general.— For  purposes  of  subpara- 
graph (A),  the  term  'qualified  technological 
equipment'  shall  not  include  any  property 
leased  to  a  tax-exempt  entity  if— 

"(I)  part  or  all  of  the  property  was  fi- 
nanced (directly  or  indirectly)  by  an  obliga- 
tion the  interest  on  which  is  exempt  from 
tax  under  section  103(a>, 

"(II)  such  lease  occurs  after  a  sale  (or 
other  transfer)  of  the  property  by,  or  lease  of 
such  property  from,  such  entity  (or  related 
entity)  and  such  property  has  been  used  by 
such  entity  (or  a  related  entity)  before  such 
sale  (or  other  transfer)  or  lease,  or 

"(III)  such  tax-exempt  entity  is  the  United 
States  or  any  agency  or  instrumentality  of 
the  United  States. 

"(ii)  Leasebacks  during  ist  s  months  of 
USE  NOT  taken  into  ACCOUNT.— Subclause  (II) 
of  clause  (i)  shall  not  apply  to  any  property 
which  is  leased  within  3  months  after  the 
date  such  property  is  first  used  by  the  tax- 
exempt  entity  (or  a  related  entity). 

"(4)  Related  entities.— For  purposes  of 
this  subsection— 

"(A)(i)  Each  governmental  unit  and  each 
agency  or  instrumentality  of  a  governmen- 
tal unit  is  related  to  each  other  such  unit, 
agency,  or  instrumentality  which  directly  or 
indirectly  derived  its  powers,  rights,  and 
duties  in  whole  or  in  part  from  the  same 
sovereign  authority. 

"(ii)  For  purposes  of  clause  (i),  the  United 
States,  each  State,  and  each  possession  of 
the  United  States  shall  be  treated  as  a  sepa- 
rate sovereign  authority. 

"(B)  Any  entity  not  described  in  subpara- 
graph (A)(i)  is  related  to  any  other  entity  if 
the  2  entities  have— 

"(i)  significant  common  purposes  and  sub- 
stantial common  membership,  or 

"(ii)  directly  or  indirectly  substantial 
common  direction  or  control. 

"(C)(i)  An  entity  is  related  to  another 
entity  if  either  entity  owns  (directly  or 
through  1  or  more  entities)  a  50  percent  or 
greater  interest  in  the  capital  or  profits  of 
the  other  entity. 

"(ii)  For  purposes  of  clause  (i).  entities 
treated  as  related  under  subparagraph  (A)  or 
(B)  shall  be  treated  as  1  entity. 

"(D)  An  entity  is  related  to  another  entity 
with  respect  to  a  transaction  if  such  traTis- 
action  is  part  of  an  attempt  by  such  entities 
to  avoid  the  application  of  this  subsection. 

"(5)  Tax-exempt  use  of  property  leased 
TO  partnerships,  etc.,  determined  at  part- 
ner LEVEL.— For  purposes  of  this  subsec- 
tion— 

"(A)  In  general.— In  the  case  of  any  prop- 
erty which  is  leased  to  a  partnership,  the  de- 
termination of  whether  any  portion  of  such 
property  is  tax-exempt  use  property  shall  be 
made  by  treating  each  tax-exempt  entity 
partner's  proportionate  share  (determined 
under  paragraph  (6)(C))  of  such  property  as 
being  leased  to  such  partner. 

"(B)  Other  pass-thru  ENrrriEs;  tiered  enti- 
ties.—Rules  similar  to  the  rules  of  subpara- 
graph (A)  shall  also  apply  in  the  case  of  any 
pass-thru  entity  other  than  a  partnership 
and  in  the  case  of  tiered  partnerships  and 
other  entities. 

"(C)  Presumption  wpth  respect  to  foreign 
ENTITIES.-Unless  it  is  otherwise  established 
to  the  satisfaction  of  the  Secretary,  it  shall 
be  presumed  that  the  partners  of  a  foreign 
partnership  (and  the  beneficiaries  of  any 
other  foreign  pass-thru  entity)  are  persons 
who  are  not  United  States  persons. 


"(6)  Treatment  of  property  owned  by 
partnerships,  etc.— 

"(A)  In  general.— For  purposes  of  this  sub- 
section, if— 

"(i)  any  property  which  (but  for  this  sub- 
paragraph) is  not  tax-exempt  use  property  is 
owned  by  a  partnership  which  has  both  a 
tax-exempt  entity  and  a  person  who  is  not  a 
tax-exempt  entity  as  partners,  and 

"(ii)  any  allocation  to  the  tax-exempt 
entity  of  partnership  items  is  not  a  qualified 
allocation, 

an  amount  equal  to  such  tax-exempt  entity's 
proportionate  share  of  such  property  shall 
(except  as  provided  in  paragraph  (1)(D))  be 
treated  as  tax-exempt  use  property. 

"(B)  QUAUFIED  allocation.— For  purposes 
of  subparagraph  (A),  the  term  'qualified  allo- 
cation' means  any  allocation  to  a  tax- 
exempt  entity  which— 

"(i)  is  consistent  with  such  entity's  being 
allocated  the  same  distributive  share  of  each 
item  of  income,  gain,  loss,  deduction,  credit, 
and  basis  and  such  share  remains  the  same 
during  the  entire  period  the  entity  is  a  part- 
ner in  the  partnership,  and 

"(ii)     has     substantial     economic    effect 
within  the  meaning  of  section  704(b)(2). 
For  purposes  of  this  subparagraph,  items  al- 
located  under  section   704(c)  shall   not   be 
taken  into  account. 

"(C)    Determination    of    proportionate 

SHARE.— 

"(i)  In  general.— For  purposes  of  subpara- 
graph (A),  a  tax-exempt  entity's  proportion- 
ate share  of  any  property  owned  by  a  part- 
nership shall  be  determined  on  the  basis  of 
such  entity's  share  of  partnership  items  of 
income  or  gain  (excluding  gain  allocated 
under  section  704(c)),  whichever  results  in 
the  largest  proportionate  share. 

"(ii)  Determination  where  allocations 
VARY.— For  purposes  of  clause  (i).  if  a  tax- 
exempt  entity's  share  of  partnership  items  of 
income  or  gain  (excluding  gain  allocated 
under  section  704(c))  may  vary  during  the 
period  such  entity  is  a  partner  in  the  part- 
nership, such  share  shall  be  the  highest  share 
such  entity  may  receive. 

"(D)  Determination  of  whether  property' 

used   in    unrelated    trade   or   BUSI.'^ESS.-For 

purposes  of  this  subsection,  in  the  case  of 
any  property  which  is  owned  by  a  partner- 
ship which  has  both  a  tax-exempt  entity  and 
a  person  who  is  not  a  tax-exempt  entity  as 
partners,  the  determination  of  whether  such 
property  is  used  in  an  unrelated  trade  or 
business  of  such  an  entity  shall  be  made 
without  regard  to  section  514. 

"(E)  Other  pass-thru  entities:  tiered  enti- 
ties.—Rules  similar  to  the  rules  of  subpara- 
graphs (A),  (B),  (C),  and  (D)  shall  also  apply 
in  the  case  of  any  pass-thru  entity  other 
than  a  partnership  and  in  the  case  of  tiered 
partnerships  and  other  entities. 

"(F)  Treatment  of  certain  taxable  enti- 
ties.— 

"(i)  In  general.— For  purposes  of  this 
paragraph  and  paragraph  (5),  except  as  oth- 
erwise provided  in  this  subparagraph,  any 
tax-exempt  controlled  entity  shall  be  treated 
as  a  tax-exempt  entity. 

"(ii)  Election.— If  a  tax-exempt  controlled 
entity  makes  an  election  under  this  clause— 

"(I)  such  entity  shall  not  be  treated  as  a 
tax-exempt  entity  for  purposes  of  this  para- 
graph and  paragraph  (5),  and 

"(II)  any  gain  recognized  by  a  tax-exempt 
entity  on  any  disposition  of  an  interest  in 
such  entity  (and  any  dividend  or  interest  re- 
ceived or  accrued  by  a  tax-exempt  entity 
from  such  tax-exempt  controlled  entity) 
shall  be  treated  as  unrelated  business  tax- 
able income  for  purposes  of  section  511. 


Any  such  election  shall  be  irrevocable  and 
shall  bind  all  tax-exempt  entities  holding  in- 
terests in  such  tax-exempt  controlled  entity. 
For  purposes  of  subclause  (II),  there  shall 
only  be  taken  into  account  dividends  which 
are  properly  allocable  to  income  of  the  tax- 
exempt  controlled  entity  which  was  not  sub- 
ject to  tax  under  this  chapter. 
"(Hi)  Tax-exempt  controlled  entity.— 
"(I)  In  general.— The  term  'tax-exempt 
controlled  entity'  means  any  corporation 
(which  is  not  a  tax-exempt  entity  deter- 
mined without  regard  to  this  subparagraph 
and  paragraph  (2)(E))  if  50  percent  or  more 
(in  value)  of  the  stock  in  such  corporation  is 
held  by  1  or  more  tax-exempt  entities  (other 
than  a  foreign  person  or  entity). 

"(II)  Only  5-percent  shareholders  taken 
into  account  in  case  of  publicly  traded 
stock.— For  purposes  of  subclause  (I),  in  the 
case  of  a  corporation  the  stock  of  which  is 
publicly  traded  on  an  established  securities 
market,  stock  held  by  a  tax-exempt  entity  ■ 
shall  not  be  taken  into  account  unless  such 
entity  holds  at  least  5  percent  (in  value)  of 
the  stock  in  such  corporation.  For  purposes 
of  this  subclause,  related  entities  (within  the 
meaning  of  paragraph  (4))  shall  be  treated 
as  1  entity. 

"(Ill)  Section  318  to  apply.-For  purposes 
of  this  clause,  a  tax-exempt  entity  shall  be 
treated  as  holding  stock  which  it  holds 
through  application  of  section  318  (deter- 
mined without  regard  to  the  50-percent  limi- 
tation contained  in  subsection  (a)(2)(C) 
thereof). 

"(G)  Regulations.— For  purposes  of  deter- 
mining whether  there  is  a  qualified  alloca- 
tion under  subparagraph  (B).  the  regula- 
tions prescribed  under  paragraph  (8)  for 
purposes  of  this  paragraph— 

"(i)  shall  set  forth  the  proper  treatment  for 
partnership  guaranteed  payments,  and 

"(ii)  may  provide  for  the  exclusion  or  seg- 
regation of  items. 

"(7)  Lease.— For  purposes  of  this  subsec- 
tion, the  term  lease'  includes  any  grant  of  a 
right  to  use  property. 

"(8)  Regulations.  — The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  subsection. 

"(i)  Definitions  and  Special  Rules.— For 
purposes  of  this  section— 
"(1)  Class  life.— 

"(A)  In  general.— Except  as  provided  in 
this  section,  the  term  class  life'  means  the 
class  life  (if  any)  which  would  be  applicable 
with  respect  to  any  property  as  of  January 
1,  1986.  under  subsection  (m)  of  section  167 
(determined  without  regard  to  paragraph  (4) 
thereof  and  as  if  the  taxpayer  had  made  an 
election  under  such  subsection). 

"(B)  Secretarial  AUTHORrrY.—The  Secre- 
tary, through  an  office  established  in  the 
Treasury— 

"(i)  shall  monitor  and  analyze  actual  ex- 
perience with  respect  to  all  depreciable 
assets,  and 

"(ii)  except  in  the  case  of  residential 
rental  property  or  nonresidential  real  prop- 
erty— 

"(I)  may  prescribe  a  new  class  life  for  any 
property, 

"(II)  in  the  case  of  assigned  property,  may 
modify  any  assigned  item,  or 

"(III)  may  prescribe  a  class  life  for  any 
property  which  does  not  have  a  class  life 
within  the  meaning  of  subparagraph  (A). 
Any  class  life  or  assigned  item  prescrityed  or 
modified  under  the  preceding  sentence  shall 
reasonably  reflect  the  anticipated  useful  life, 
and  the  anticipated  decline  in  value  over 
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time,  of  the  property  to  the  industry  or  other 
group. 

"(C)  Effect  of  modification.— Any  class 
life  or  assigned  item  with  respect  to  any 
property  prescribed  or  modified  under  sub- 
paragraph (B)  shall  be  used  in  classifying 
such  property  under  subsection  le)  and  in 
applying  subsection  (g). 

"(Dl  No  MODIFICATION  OF  ASSIGNED  PROPER- 
TY BEFORE  JANUARY  I.  I3S2.— 

"(i)  In  general.— Except  as  otherwise  pro- 
vided in  this  subparagraph,  the  Secretary 
may  not  modify  an  assigned  item  under  sub- 
paragraph IBXiiJiIII  for  any  assigned  prop- 
erty which  is  placed  in  service  before  Janu- 
ary 1.  1992. 

"(ii)  Exception  for  shorter  class  life.— 
In  the  case  of  assigned  property  which  is 
placed  in  service  before  January  i.  1992.  and 
for  which  the  assigned  item  reflects  a  class 
life  which  is  shorter  than  the  class  life  under 
subparagraph  'A/,  the  Secretary  may  modify 
such  assigned  item  under  subparagraph 
(B)iiiHlIi  if  such  modification  results  in  an 
item  which  reflects  a  shorter  class  life  than 
ruch  assigned  item. 

"IE)  Assigned  property  and  item.— For 
purposes  of  this  paragraph— 

"liJ  Assigned  property.— The  term  as- 
signed property'  means  property  for  which  a 
class  life,  classification,  or  recovery  period 
is  assigned  under  subsection  (e)l3)  or  sub- 
paragraph (B),  iCi,  or  (D/  of  subsection 
tgjii/. 

"(ii)  Assigned  item.— The  term  assigned 
item'  means  the  class  life,  classification,  or 
recovery  period  assigned  under  subsection 
(e)(3i  or  subparagraph  (B>,  IC).  or  ID)  of 
subsection  ig)(3). 

"12)  Qualified  technological  eqvip.ment.— 

"lA)  In  GE.sERAL.  —  The  term  'qualified  tech- 
nological equipment'  means— 

"Ii)  any  computer  or  peripheral  equip- 
ment, 

"(ii)  any  high  technology  telephone  sta- 
tion equipment  installed  on  the  customer's 
premises,  and 

"(iii)  any  high  technology  medical  equip- 
ment 

"(B)  Computer  or  peripheral  equipment 
defined.— For  purposes  of  this  paragraph— 

"III  In  general.  — The  term  computer  or 
peripheral  equipment'  means— 

"ID  any  computer,  and 

"(II)  any  related  peripheral  equipment 

"(ii)  Computer.— The  term  computer' 
means  a  programmable  electronically  acti- 
vated device  which— 

"(I)  is  capable  of  accepting  information, 
applying  prescribed  processes  to  the  infor- 
mation, and  supplying  the  results  of  these 
processes  with  or  without  human  interven- 
tion, and 

"(II)  consists  of  a  central  processing  unit 
containing  extensive  storage,  logic,  arithme- 
tic, and  control  capabilities. 

"(iii)  Related  peripheral  equipment.— The 
term  'related  peripheral  equipment'  means 
any  auxiliary  machine  (whether  on-line  or 
off-line)  which  is  designed  to  be  placed 
under  the  control  of  the  central  processing 
unit  of  a  computer. 

"(XV)  Exceptions.  — The  term  'computer  or 
peripheral  equipment '  shall  not  include— 

"(I)  any  equipment  which  is  an  integral 
part  of  other  property  which  is  not  a  com- 
puter, 

"(lit  typewriters,  calculators,  adding  and 
accounting  machines,  copiers,  duplicating 
equipment,  and  similar  equipment  and 

"(III)  equipment  of  a  kind  used  primarily 
for  amusement  or  entertainment  of  the  user. 

"(C)  High  technology  medical  equip- 
MUfT.—For  purposes  of  this  paragraph,  the 


term  high  technology  medical  equipment' 
means  any  electronic,  electromechanical,  or 
computer-based  high  technology  equipment 
used  in  the  screening,  monitoring,  observa- 
tion, diagnosis,  or  treatment  of  patients  in  a 
laboratory,  medical,  or  hospital  environ- 
ment : 

"13)  Lease  term.— 

"(A)  In  general.— In  determining  a  lease 
term— 

"(i)  there  shall  be  taken  into  account  op- 
tions to  renew,  and 

"Hi)  2  or  more  successive  leases  which  are 
part  of  the  same  transaction  (or  a  series  of 
related  transactions)  with  respect  to  the 
same  or  substantially  similar  property  shall 
be  treated  as  1  lease. 

"'IB)  Special  rule  for  fair  rental  options 

ON  NONRESIDENTIAL  REAL  PROPERTY  OR  RESI- 
DESTIAL    RENTAL    PROPERTY.— For   purpoSCS    of 

clause  Ii)  of  subparagraph  lA).  in  the  case  of 
nonresidential  real  property  or  residential 
rental  property,  there  shall  not  be  taken  into 
account  any  option  to  renew  at  fair  market 
value,  determined  at  the  time  of  renewal. 

"14)  General  asset  accounts.— Under  regu- 
lations, a  taxpayer  may  maintain  1  or  more 
general  asset  accounts  for  any  property  to 
which  this  section  applies.  Except  as  provid- 
ed in  regulations,  all  proceeds  realised  on 
any  disposition  of  property  in  a  general 
asset  account  shall  be  included  in  income  as 
ordinary  income. 

■75/  Changes  in  use.  — "The  Secretary  shall, 
by  regulations,  provide  for  the  method  of  de- 
termining the  deduction  allowable  under 
section  167ia)  with  respect  to  any  tangible 
property  for  any  taxable  year  land  the  suc- 
ceeding taxable  years)  during  which  such 
property  changes  status  under  this  section 
but  continues  to  be  held  by  the  same  person. 

"16)  Treatments  of  additions  or  improve- 
ments TO  property.— In  the  case  of  any  addi- 
tion to  lor  improvement  of)  any  property— 

"lA)  any  deduction  under  subsection  lai 
for  such  addition  or  improvement  shall  be 
computed  in  the  same  manner  as  the  deduc- 
tion for  such  property  would  be  computed  if 
such  property  had  been  placed  in  service  at 
the  same  time  as  such  addition  or  improve- 
ment and 

"IB)  the  applicable  recovery  period  for 
such  addition  or  improvement  shall  begin 
on  the  later  of— 

"Ii)  the  date  on  which  such  addition  lor 
improvement)  is  placed  in  service,  or 

'Hi)  the  date  on  which  the  property  with 
respect  to  which  such  addition  lor  improve- 
ment) was  made  is  placed  in  service. 

"17)  Treatment  of  certain  transferees.— 

"lA)  In  general.— In  the  case  of  any  prop- 
erty transferred  in  a  transaction  described 
in  subparagraph  IB),  the  transferee  shall  be 
treated  as  the  transferor  for  purposes  of 
computing  the  depreciation  deduction  deter- 
mined under  this  section  with  respect  to  so 
much  of  the  basis  in  the  hands  of  the  trans- 
feree as  does  not  exceed  the  adjusted  basis  in 
the  hands  of  the  transferor. 

"(B)  Transactions  covered.— The  transac- 
tions described  in  this  subparagraph  are 
any  transaction  descrU>ed  in  section  332, 
351,  361,  371(a),  374(a),  721,  or  731.  Sub- 
paragraph lA)  shall  not  apply  in  the  case  of 
a  termination  of  a  partnership  under  sec- 
tion 708(b)(1)(B). 

"(C)  Property  reacquired  by  the  taxpay- 
er.—Under  regulations,  property  which  is 
disposed  of  and  then  reacquired  by  the  tax- 
payer shall  fte  treated  for  purposes  of  com- 
puting the  deduction  allowable  under  sub- 
section (a)  as  if  such  property  had  not  been 
disposed  of. 

"(D)  Exception.— This  paragraph  shall  not 
apply  to  any  transaction  to  which  subsec- 
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tion    (f)(5)   applies 
transactions). 

"'(8)  Treatment  of  leasehold  improve- 
ments.—In  the  case  of  any  building  erected 
lor  improvements  made)  on  leased  property, 
if  such  building  or  improvement  is  property 
to  which  this  section  applies,  the  deprecia- 
tion deduction  shall  be  determined  under 
the  provisions  of  this  section. 

""19)  Normalization  rules.— 

"I A)  In  general.— In  order  to  use  a  nor- 
malisation method  of  accounting  with  re- 
spect to  any  public  utility  property  for  pur- 
poses of  subsection  if)i2)— 

"H)  the  taxpayer  must  in  computing  its 
tax  expense  for  purposes  of  establishing  its 
cost  of  service  for  ratemaking  purposes  and 
reflecting  operating  results  in  its  regulated 
books  of  account  use  a  method  of  deprecia- 
tion with  respect  to  such  property  that  is  the 
same  as.  and  a  depreciation  period  for  such 
property  that  is  no  shorter  than,  the  method 
and  period  used  to  compute  its  depreciation 
expense  for  such  purposes:  and 

"Hi)  if  the  amount  allowable  as  a  deduc- 
tion under  this  section  with  respect  to  such 
property  differs  from  the  amount  that  would 
be  allowable  as  a  deduction  under  section 
167  idetermined  without  regard  to  section 
16710/  using  the  method  (including  the 
period,  first  and  last  year  convention,  and 
salvage  value)  used  to  compute  regulated 
tax  expense  under  clause  li),  the  taxpayer 
must  make  adjustments  to  a  reserve  to  re- 
flect the  deferral  of  taxes  resulting  from  such 
difference. 

""IB)   Use  of  inconsistent  estimates  and 

PROJECTIONS.  ETC.— 

"Ii)  In  general.— One  way  in  which  the  re- 
quirements of  subparagraph  I  A)  are  not  met 
IS  if  the  taxpayer,  for  ratemaking  purposes, 
uses  a  procedure  or  adjustment  which  is  in- 
consistent with  the  requirements  of  subpara- 
graph I  A). 

"Hi)  Use  of  i.vconsisteivt  estimates  and 
PROJE(~riONs—The  procedures  and  adjust- 
ments which  are  to  be  treated  as  inconsist- 
ent for  purposes  of  clause  H)  shall  include 
any  procedure  or  adjustment  for  ratemaking 
purposes  which  uses  an  estimate  or  projec- 
tion of  the  taxpayer's  tax  expense,  deprecia- 
tion expense,  or  reserve  for  deferred  taxes 
under  subparagraph  iA)Hi)  unless  such  esti- 
mate or  projection  is  also  used,  for  ratemak- 
ing purposes,  with  respect  to  the  other  2 
such  items  and  with  respect  to  the  rate  base. 

■'liii)  Regulatory  authority.— The  Secre- 
tary may  by  regulations  prescribe  proce- 
dures and  adjustments  Hn  addition  to  those 
specified  in  clause  Hi))  which  are  to  be 
treated  as  inconsistent  for  purposes  of 
clause  H). 

"lO  Public  utility  property  which  does 
NOT  MEET  normalization  RULES.— In  the  case 
of  any  public  utility  property  to  which  this 
section  does  not  apply  by  reason  of  subsec- 
tion if)l2),  the  allowance  for  depreciation 
under  section  1671a)  shall  be  an  amount 
computed  using  the  method  and  period  re- 
ferred to  in  subparagraph  IA)(i). 

"(10)  PvBuc  UTILTTY  PROPERTY.— The  term 
"public  utility  property'  has  the  meaning 
given  such  term  by  section  167(l)(3)(A). 

"(11)  Research  and  experimentation.— The 
term  'research  and  experimentation '  has  the 
same  meaning  as  the  term  research  and  ex- 
perimental has  under  section  174. 

"(12)  Section  i2is  and  mo  property.— The 
terms  "section  1245  property'  and  'section 
1250  property'  have  the  rneanings  given  such 
terms  by  sections  1245(a)(3)  and  1250(c),  re- 
spectively. " 
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<b)  System  Used  for  Purposes  of  Earn- 
ings AND  Profits.— Paragraph  13 f  of  section 
312<k)  is  amended  to  read  as  follows: 
"(31  Exception  for  tangible  property.— 
"(A)  In  general.— Except  as  provided  in 
subparagraph  IBI.  in  the  case  of  tangible 
property  to  which  section  168  applies,  the 
adjustment  to  earnings  and  profits  for  de- 
preciation for  any  taxable  year  shall  be  de- 
termined under  the  alternative  depreciation 
system  (within  the  meaning  of  section 
16S(g)(2)). 

"(B)  Treatment  of  amounts  deductible 
UNDER  SECTION  179.— For  purposes  of  comput- 
ing the  earnings  and  profits  of  a  corpora- 
tion, any  amount  deductible  under  section 
179  shall  be  allowed  as  a  deduction  ratably 
over  the  period  of  5  taxable  years  'beginning 
with  the  taxable  year  for  which  such  amount 
is  deductible  under  section  179)." 

<c)  Continuation  of  Rules  Relating  to 
Motor  Vehicle  Operating  Leases.— Section 
7701  is  amended  by  redesignating  subsection 
<h)  as  subsection  H)  and  by  inserting  after 
subsection  (g)  the  following  new  subsection: 
"fh)  Motor  Vehicle  Operating  Leases.— 
"(1)  In  GE.iERAL.—For  purposes  of  this  title, 
in  the  case  of  a  qualified  motor  vehicle  oper- 
ating agreement  which  contains  a  terminal 
rental  adjustment  clause— 

"(A)  such  agreement  shall  be  treated  as  a 
lease  if  'but  for  such  terminal  rental  adjust- 
ment clause)  such  agreement  would  be  treat- 
ed as  a  lease  under  this  title,  and 

■(B)  the  lessee  shall  not  be  treated  as  the 
owner  of  the  property  subject  to  an  agree- 
ment during  avy  period  such  agreement  is 
in  effect 

"(2)  Qualified  motor  vehicle  operating 
AGREEMENT  DEFINED.— For  purposes  of  this 
subsection— 

"'A)  In  general.  — The  term  qualified 
motor  vehicle  operating  agreement'  means 
any  agreement  with  respect  to  a  motor  vehi- 
cle 'including  a  trailer/  which  meets  the  re- 
quirements of  subparagraphs  iB),  'O.  and 
ID)  of  this  paragraph. 

"IB)  Minimum  liability  of  lessor.— An 
agreement  meets  the  requirements  of  this 
subparagraph  if  under  such  agreement  the 
sum  of— 

"fi)  the  amount  the  lessor  is  personally 
liable  to  repay,  and 

"Hi)  the  net  (air  market  value  of  the  les- 
sor's interest  in  any  property  pledged  as  se- 
curity for  property  subject  to  the  agreement, 
equals  or  exceeds  all  amounts  borrowed  to 
finance  the  acquisition  of  property  subject 
to  the  agreement  There  shall  not  be  taken 
into  account  under  clause  Hi)  any  property 
pledged  which  is  property  subject  to  the 
agreement  or  property  directly  or  indirectly 
financed  by  indebtedness  secured  by  proper- 
ty subject  to  the  agreement 

"lO  Certification  by  lessee;  notice  of 
TAX  OWNERSHIP.— An  agreement  meets  the  re- 
quirements of  this  subparagraph  if  such 
agreement  contains  a  separate  written  state- 
ment separately  signed  by  the  lessee— 

"(i)  under  which  the  lessee  certifies,  under 
penalty  of  perjury,  that  it  intends  that  more 
than  SO  percent  of  the  use  of  the  property 
subject  to  such  agreement  is  to  be  in  a  trade 
or  business  of  the  lessee,  and 

"(iiJ  which  clearly  and  legibly  slates  that 
the  lessee  has  been  advised  that  it  will  not  be 
treated  as  the  owner  of  the  property  subject 
to  the  agreement  for  Federal  income  tax  pur- 
poses. 

"(Dl  Lessor  must  have  no  knowledge  that 
certification  is  false.— An  agreement  meets 
the  requirements  of  this  subparagraph  if  the 
lessor  does  not  know  that  the  certification 
described  in  subparagraph  ICt(i)  is  false. 


"13)  Terminal  rental  adjustment  clause 

DEFINED.— 

"I A)  In  general.— For  purposes  of  this  sub- 
section, the  term  terminal  rental  adjust- 
ment clause'  means  a  provision  of  an  agree- 
ment which  permits  or  requires  the  rental 
price  to  be  adjusted  upward  or  downward  by 
reference  to  the  amount  realized  by  the 
lessor  under  the  agreement  upon  sale  or 
other  disposition  of  such  property. 

"(B)  Special  rule  for  lessee  dealers.— 
The  term  terminal  rental  adjustment  clause' 
also  includes  a  provision  of  an  agreement 
which  requires  a  lessee  who  is  a  dealer  in 
motor  vehicles  to  purchase  the  motor  vehicle 
for  a  predetermined  price  and  then  resell 
such  vehicle  where  such  provision  achieves 
substantially  the  same  results  as  a  provision 
described  in  subparagraph  lA).  " 

(d)  Technical  and  Conforming  Amend- 
ments.— 

11)  Section  i^t. —Paragraph  '41  of  section 
167im)  'relating  to  termination  of  class 
lives)  is  amended  to  read  as  follows: 

"(4)  Termination.— This  subsection  shall 
not  apply  with  respect  to  any  property  to 
which  section  168  applies. " 

12)  Section  its.— 

'A)  Section  178  is  amended  to  read  as  fol- 
lows: 

■SEC  ITS.  AMOHTIZATlOy  OF  COST  OF  ACQCIRISC,  A 
I.F.ASE. 

"la)  General  Rule.— In  determining  the 
amount  of  the  deduction  allowable  to  a 
lessee  of  a  lease  for.  any  taxable  year  for  am- 
ortization under  section  167.  169.  179,  185, 
190.  193.  or  194  in  respect  of  any  cost  of  ac- 
quiring the  lease,  the  term  of  the  lease  shall 
be  treated  as  including  all  renewal  options 
land  any  other  period  for  which  the  parties 
reasonably  expect  the  lea.^e  to  be  renewed)  if 
less  than  75  percent  of  such  cost  is  attributa- 
ble to  the  period  of  the  term  of  the  lease  re- 
maining on  the  date  of  its  acquisition. 

■lb)  Certain  Periods  E.xcLUDED.—For  pur- 
poses of  subsection  'a),  in  determining  the 
period  of  the  term  of  the  lease  remaining  on 
the  date  of  acquisition,  there  shall  not  be 
taken  into  account  any  period  for  which  the 
lease  may  subsequently  be  renewed,  ex- 
tended, or  continued  pursuant  to  an  option 
exercisable  by  the  lessee.  " 

IB)  The  table  of  sections  for  part  VI  of  sub- 
chapter B  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  178  and 
inserting  in  lieu  thereof  the  following  new 
item: 

■■Sec.  178.  Amortization  of  cost  of  acquiring 
a  lease. " 

<3)  Section  n3.— Paragraph  (8)  of  section 
1 79(d)  is  amended  to  read  as  follows: 

"181  Treatment  of  partnerships  and  s  cor- 
porations.—In  the  case  of  a  partnership,  the 
limitations  of  subsection  ib)  shall  apply 
with  respect  to  the  partnership  and  with  re- 
spect to  each  partner.  A  similar  rule  shall 
apply  in  the  case  of  an  S  corporation  and  its 
shareholders. " 

(4)  Section  280F.— 

(A)  Paragraph  12)  of  section  280F(a)  (re- 
lating to  depreciation)  is  amended— 

(i)  by  striking  out  clauses  H)  and  Hi)  of 
subparagraph  (A)  thereof  and  inserting  in 
lieu  thereof  the  following  new  clauses: 

■■(i)  $2,560  for  the  1st  taxable  year  in  the 
recovery  period, 

"(ii)  $4,100  for  the  2nd  taxable  year  in  the 
recovery  period, 

••(Hi)  $2,450  for  the  3rd  taxable  year  in  the 
recovery  period,  and 

"(iv)  $1,475  for  each  succeeding  taxable 
year  in  the  recovery  period. ",  and 


Hi)  by  striking  out  "$4,800"  each  place  it 
appears  in  subparagraph  (B)  thereof  and  in- 
serting in  lieu  thereof  "$1,475". 

IB)  Subparagraph  lA)  of  section 
280Fib)i3)  (relating  to  recapture)  is  amend- 
ed by  striking  out  "the  straight  line  method 
over  the  earnings  and  profits  life"  and  in- 
serting in  lieu  thereof  ■■section  168(g)  (relat- 
ing to  alternative  depreciation  system)". 

IC)  Paragraph  I4)  of  section  280F(b)  ire- 
lating  to  definitions)  is  amended  to  read  as 
follows: 

"14)  Property  predominantly  used  in 
QUALIFIED  BUSINESS  irsE.—For  purposes  of  this 
subsection,  property  shall  be  treated  as  pre- 
dominantly used  in  a  qualified  business  use 
for  any  taxable  year  if  the  business  use  per- 
centage for  such  taxable  year  exceeds  SO  per- 
cent " 

ID/  Paragraph  i4)  of  section  280Fic)  is 
amended  by  striking  out  "section 
168i])i6)iB/"  and  inserting  in  lieu  thereof 
■■section  168ii)i3iiA/". 

'E/  Paragraph  'D  of  section  280Fid)  is 
amended  by  striking  out  "recovery  deduc- 
tion "  and  inserting  in  lieu  thereof  '■depre- 
ciation deduction". 

IF/  Paragraph  I2)  of  section  280Fld)  is 
amended— 

H)  by  striking  out  "recovery  deduction" 
and  inserting  in  lieu  thereof  "depreciation 
deduction",  and 

Hi)  by  striking  out  ""use  described  in  sec- 
tion 1681011/  Idefimng  recovery  property)" 
and  inserting  in  lieu  thereof  ""use  in  a  trade 
or  business  Hncluding  the  holding  for  the 
production  of  income)". 

'G)  Clause  Hv)  of  section  280Fidi(4)iA)  is 
amended  by  striking  out  "section 
168ij)i5JiD)"  and  inserting  in  lieu  thereof 
"section  168H)i2/iB)". 

IH)  Paragraph  i8i  of  section  280Fid)  (de- 
fining unrecovered  basis)  is  amended  to 
read  as  follows: 

""18)  Unrecovered  basis.— For  purposes  of 
subsection  ia)i2).  the  term  unrecovered 
basis'  means  the  adjusted  basis  of  the  pas- 
senger automobile  determined  after  the  ap- 
plication of  subsection  'a)  and  as  if  all  use 
during  the  recovery  period  were  use  in  a 
trade  or  business  Hncluding  the  holding  of 
property  for  the  production  of  income).  " 

'I)  Paragraph  HO)  of  section  280Fid)  is 
amended  by  striking  out  "".  notwithstanding 
any  regulations  prescribed  under  section 
1681  f  117).". 

ij)  Paragraph  I2)  of  section  280Fib)  is 
amended  by  striking  out  "the  straight  line 
method  over  the  earnings  and  profits  life  for 
such  property"  and  inserting  in  lieu  thereof 
"section  168ig)  irelating  to  alternative  de- 
preciation system)". 

IK)  Subsections  la)  and  lb)  of  section  280F 
are  amended  by  striking  out  ""recovery  de- 
duction" each  place  it  appears  and  insert- 
ing in  lieu  thereof  "'depreciation  deduction". 
15/  Section  291.— 

'A)  Subparagraph  lA)  of  section  291la)lli 
is  amended  by  striking  out  ■or  section  124S 
recovery  property". 

IB)  Paragraph  ID  of  section  291(c)  is 
amended  to  read  as  follows: 

■ID  Accelerated  cost  recovery  deduc- 
tion.—Section  168  shall  apply  with  respect 
to  that  portion  of  the  basis  of  any  property 
not  taken  into  account  under  section  169  by 
reason  of  subsection  ia)iS).  " 

IC)  Section  291(e)(2)  is  amended  by  strik- 
ing out  ■",  "section  1245  recovery  property," 
and  "',  section  124Sla)(5).". 

16)  Section  312.— Paragraph  14)  of  section 
312(k)  is  amended  by  striking  out  the  last 
sentence. 
(7)  Section  46S.— 
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(A)  Subparagraph  (O  of  section  465lb)<3)  "IB)  Taxpayer  may  establish  amount  al-        ■'(41  Married  individuals  fiung  separate- 

is  amended  to  read  as  follows:  lowed.— For  purposes  of  subparagraph  (A).  Lv.—In  the  case  of  a  husband  and  toife  filing 

"fCJ  Related  PERSON.— For  purposes  of  this  if  the  taxpayer  can  establish  by  adequate  separate  returns  for  the  taxable  year- 
subsection,    a   person    (hereinafter   in    thU  records  or  other  sufficient  evidence  that  the        -lAl  such  individuals  shall  be  treated  as  1 
paragraph  referred  to  as  the  related  person  I  amount  allowed  for  depreciation  or  amorti-  taxpayer  for  purposes  of  paragraphs  (1)  and 
is  related  to  any  person  if—  zation  for  any  period   was   less   than   the  (2)  and 

"(V  the  related  person  bears  a  relationship  amount   allowable,    the  amount   added  for         ''iB)  unless  such  individuals  elect  other- 

°  '"^^  ^;?Kw/r^'^'^'^  '"  *^''"°"  ^"'"  "'  "".^V^;?'"*  '"''"  ^'  '"'■ '""°""'  """"'^''^  «>««•  50  percent  of  the  cost  which  may  be 

^.,    ?  I        /.•J"'                  w         ..  '^'  ^^'^^'^''^  DEDUCTIONS  TREATED  AS  AMOR-  taken  into  account  under  subsection  la)  for- 

■■fW  the  related  person  and  such  person  nzATiON.-Any   deduction    allowable    under  such    taxable    year    (before  ZpHcation    of 

are  engaged   in    trades   or  business   under  section  179.  190.  or  193  shall  be  treated  as  if  paragraph   13))  shall  be  allocated  to  each 

common  control  I  within  the  meaning  of  sub-  it  were  a  deduction  allowable  for  amortiza-  such  individual  •"              ^^^^ocatea  to  each 

sections  la)  and  (b)  of  section  S2).  tion."                                                                      /ki  c^,™,^.    .^o                      ...             ^    . 

For  purposes  of  clause  li).  m  applying  sec-  IC,  Paragraph  13,  of  section  12451a)  ide-  0fsLtLn?79d)lTeZTn7s7culT/^^^^^^^ 

tion  2671b)  or  707lb)ll).   10  percent'  shall  be  fining  section  1245  property)  is  amended  by  eity I  i^s  amended  bvlZZina   '^n   he  actZ 

substituted  for  SO  percent:  "  sinking  out  subparagraph  IC)  and  by  redes-  conduct^'' c^ter  'vurch^eL  Ze" 

IB)  Section  46ic)lS,lD)lv)  U  amended  by  rgnating  subparagraphs  ID).  IE),  and  IF)  as       ZIrscap^re     TerHoT/Z^nm  ,r.inf 
sinking  out  Section  168le)l4)-  and  insert-  subparagraphs  IC)   ID)   and  IE)   respective-  ■       ,  ^^^^f^i^^- Section  179ld)ll0)  (relat- 
ing in  lieu  thereof  "section  465ib)l3)lC)-.  ly                                                 t-'.  respective  mg  to  recapture  in  certain  cases)  is  amend- 
IC)  Section  4162(c)(3)  U  amended  by  sink-  (D)    Subsection    (a)    of  section    1245    is  f       ..  ^^1*'"^  °"'  °"  ''''''  follows  "at  any 
ing  out   -section  168(e)(4i(Dr  and  inserting  amended  by  sinking  out  paragraphs  IS)  and  '""^    ""'*  inserting  in  lieu  thereof  a  penod 
in  lieu  thereof  "section  46Sib)i3HC)".  (6/.  ■*''^^'  ^'^  f.fffative  DATES;  iif:.\ERAL  TRA\smo.\- 
18)  Section  467.-  ^2/  Section  4i62.-Paragraph   (3)  of  sec-                        alkiles. 
(A)    Paragraph    (3)    of  section    467le)    U  non    4162(c)    (defining    related    person)    is        '^'  General  Effective  Dates.— 
amended  to  read  as  follows:  amended       by       striking       out       "section        <1>  Section  zoi. - 
'•(3)  Statutory  recovery  PERIOD.-  168(e)(4)(Di"  and  inserting  in  lieu  thereof        'A>   In  general. -Except  as  provided   in 
"(A)  In  general.—  "section  46S(b)(3)/C)".                                       -  tfiis  section,  section  204.  and  section  251(di. 

The  statutory  '13)  Section  eiii.— Clause  (ii)  of  section  ^^^  amendments  made  by  section  201  shall 

recovery  6111(c)(3)(B)  (relating  to  certain  borrowed  o^PPlV  io  property  placed  in  sennce  after  De- 

"In  the  case  of:                                   period  is:  amounts  excluded)  is  amended  by  striking  cember  31.    1986.    in   taxable  years  ending 

3-year  property 3  out  "section  16&(e  1(4)"  and  inserting  in  lieu  ofter  such  date. 

years  thereof  "section  465(b)(3)(C)".                                 'B)  Election  to  have  amendments  made  by 

5-year  property...: „ 5  (14)  Section  7701.—  section  201  apply.— A  taxpayer  may  elect  (at 

years  (A)  Subparagraph  (A)  of  section  7701(e)(4)  such  time  and  in  such  manner  as  the  Secre- 

7-year  property 7  is  amended  by  striking  out  "section  168lj)"  '"'T  of  the  Treasury  or  his  delegate  may  pre- . 

years  and    inserting    in    lieu     thereof    "section  scribe)  to  have  the  amendments  made  by  sec- 

10-year  property 10  168(h)".  tion  201  apply  to  any  property  placed  in 

years  IBI  Paragraph  (5)  of  section  7701(el  (relat-  service  after  July  31,  1986,  and  before  Janu- 

15-year  and  20-year  property /5  ing    to    exception   for   certain    low-income  ary  1.  1987. 

years  housing)  is  amended  by  striking  out  "low-        (21  Section  202.  — The  amendments  made 

Residential    rental    property    and         19  income  housing  (section  168(c)(2)(F))"  and  by  section  202  shall  apply  to  property  placed 

nonresidential  real  property.            years,  inserting  in  lieu  thereof  "property  described  in  sen^ice  after  December  31.  1986,  in  tax- 

"(B)  Special  rule  for  PROPERTY  not  DEPRE-  '"  clause  (i),   (ii),   (Hi),   or  (iv)  of  section  able  years  ending  after  such  date. 

ciABLE   UNDER  SECTION  tss.—In   the  cose  of  I250la)l DIB)  irelating  to  low-income  hous-        lb)  General  Transitional  Rule.— 

property    to    which    section    168    does    not  '"S'-'"-                                                                            ID  In  OENERAL.-The  amendments  made  by 

apply,  subparagraph  I  A)  shall  be  applied  as  ''*''■  ^*^-  F.xpf.\ms(.  of  dfpreciaHIJ;  assets.  section  201  shall  not  apply  to- 

if  section  168  applies  to  such  property.  "  'a'  Limitations  on  ExPENSiNa.—Subsection        'A)  any  property  which  is  constructed,  re- 

IB)  Paragraph  (S)  of  section  467ie)  Idefin-  <bi  of  section  179  1  relating  to  election  to  ex-  constructed,    or  acquired   by   the   taxpayer 

ing  related  person)  is  amended  by  striking  pense  certain  depreciable  assets)  is  amended  pursuant  to  a  written  contract  which  was 

out  "section  168(e)(4i(Di"  and  inserting  in  to  read  as  follows:  binding  on  March  1.  1986, 

lieu  thereof  "section  46S(b)(3)(C)".  "(b)  Limitations.—                                                 (B)  property  which  is  constructed  or  re- 

(9)  Section  SI4.— Subclause  (11/  of  section  "<D  Dollar  limitation.  — The  aggregate  constructed  by  the  taxpayer  if— 
S14(c)(9)(B)(vi)  (relating  to  real  property  cost  which  may  be  taken  into  account  under  ii>  the  lesser  of  (I)  $1,000,000,  or  (II)  S  per- 
acquired  by  a  qualified  organization)  is  subsection  (a)  for  any  taxable  year  shall  not  cent  of  the  cost  0/ such  property  has  been  in- 
amended  by  striking  out  "section  168(ji(9>"  exceed  $10,000.  curved  or  committed  by  March  1,  1986,  and 
and  inserting  in  lieu  thereof  "section  "(2)  Reduction  in  limitation. -The  limita-  di)  the  construction  or  reconstruction  of 
168(h)(6)".  tion  under  paragraph   (1)  for  any  taxable  such  property  began  by  such  date,  or 

(10)  Section  751.— Subsection  (c>  of  section  year  shall  be  reduced  (but  not  below  zero)  by  (C)  an  equipped  building  or  plant  facility 
751  (defining  unrealized  receivables)  is  the  amount  by  which  the  cost  of  section  179  if  construction  has  commenced  as  of  March 
arriended  by  striking  out  "section  1245  re-  property  placed  m  senice  during  such  tax-  1,  1986,  pursuant  to  a  written  specific  plan 
covery  property  (as  defined  in  section  able  year  exceeds  $200,000.  and  more  than  one-half  of  the  cost  of  such 
124S(a)(S)),".  "(3)  Limitation  based  on  income  from  equipped  building  or  facility  has  been  in- 
Ill)  Section  I24i.-  TRADE  or  BUSINESS.-  curred  Or  committed  by  such  date. 

lA)  Paragraph  ID  of  section  12451a)  Irelat-  "lA)  In  general.— The  aggregate  cost  of  (2)  Requirement  that  certain  property  be 
ing  to  gain  from  dispositions  of  certain  de-  section  179  property  taken  into  account  placed  in  service  before  certain  date — 
preciabU  property)  is  amended  by  sinking  under  subsection  (a)  for  any  taxable  year  ,a,  j,,  aENERAL.-Paragraph  (1)  and  sec- 
out  dunng  a  taj:able  year  beginning  after  shall  not  exceed  the  aggregate  amount  of  tion  204(a)  (other  than  paragraph  (8)  or  (12) 
December  31,  1962.  or  section  1245  recovery  taxable  income  of  the  taxpayer  for  such  tax-  thereof)  shall  not  apply  to  any  property 
^I^^^'.r'"  "  <^^P°^f'<i  0/  <^'«'-  December  31.  able  year  which  is  derived  from  the  active  ^m^.s  such  property  has  a  class  life  of  at 

fiLfLZ7^^^Hs  °^f^"°"  ^i^j?^  "^':.  business  dunng  such  taxable  year.  ^^^  applicable  date  determined   under  the 

fining  recomputed  basis)  IS  amended  to  read  (B)    Carryover    of    unused    cost.— The  following  table' 

as  follows:  amount  of  any  cost  which  (but  for  subpara- 

"12)  Recomputed  basis.— For  purposes  of  graph  lA))  would  have  been  allowed  as  a  de-  '"  '"^  ^'^^  of  proper-       The  applicable  date 

thU  section—  duction  under  subsection  la)  for  any  taxable        ty  with  a  class  life                                    is: 

"lA)  In  GENERAL.— The  term    recomputed  year  shall  be  carried  to  the  succeeding  tax-        °'' 

basis'  means,  with  respect  to  any  property,  able  year  and  added  to  the  amount  allow-  ^^  ^^'^^  ^  ^ut  less  than  20 

its   adjusted   basis   recomputed   by   adding  able  as  a  deduction  under  subsection  la)  for        years January  1,  1989 

thereto  all  adjustments  reflected  in  such  ad-  such  succeeding  taxable  year.  20  years  or  more January  1,  1991. 

justed    basis    on    account    of    deductions  "IC)  Computation  of  taxable  income.— For        (B)  Residential  rental  and  nonresidential 

(whether  in  respect  of  the  same  or  other  purposes  of  this  paragraph,  taxable  income  real  property.— In  the  case  of  residential 

property)  allowed  or  allowable  to  the  tax-  derived  from  the  conduct  of  a  trade  or  busi-  rental    property    and    nonresidential    real 

payer  or  to  any  other  person  for  deprecia-  ness  shall  be  computed  unthout  regard  to  the  property,  the  applicable  date  is  January  I, 

tion  or  amortizatiOTL  cost  of  any  section  179  property.  1991. 
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(C)  Class  lives.— For  purposes  of  subpara 
graph  (A)— 

(i)  the  class  life  of  property  to  which  sec- 
tion 168(gJ(3J(Bi  of  the  Internal  Revenue 
Code  of  1986  (as  added  by  section  20V  shall 
be  the  class  life  in  effect  on  January  1.  1986, 
except  that  computer-based  telephone  cen- 
tral office  switching  equipment  described  in 
section  168(e)(3J(B)(iiii  of  such  Code  shall 
be  treated  as  having  a  class  life  of  6  years. 

(iiJ  property  described  m  section  204(ai 
shall  be  treated  as  having  a  class  life  of  20 
years,  and 

(iiiJ  property  with  no  class  life  shall  be 
treated  as  having  a  class  life  of  12  years. 

ID)    SUBSTnUTION    OF  APPLICABLE   DATES.— If 

any  provision  of  this  Act  substitutes  a  date 
for  an  applicable  date,  this  paragraph  shall 
be  applied  by  using  such  date. 

<3)  Property  qualifies  if  sold  and  leased 
BACK  IN  3  .voNTHS.—Property  shall  be  treated 
as  meeting  the  requirements  of  paragraphs 
111  and  '21  or  section  204(ai  with  respect  to 
any  taxpayer  if  such  property  is  acquired  by 
the  taxpayer  from  a  person— 

(A)  in  whose  hands  such  property  met  the 
requirements  of  paragraphs  iV  and  <2)  or 
section  204(ai.  or 

(Bi  who  placed  the  property  in  service 
before  January  1.  1987. 

and  such  property  is  leased  back  !}y  the  tax- 
payer to  such  person  not  later  than  the  earli- 
er of  the  applicable  date  under  paragraph 
(21  or  the  day  which  is  3  months  after  such 
property  was  placed  in  service. 

(41  Plant  facility.— For  purposes  of  para- 
graph 11).  the  term  'plant  facility"  means  a 
facility  which  does  not  include  any  building 
(or  with  respect  to  which  buildings  consti- 
tute an  insignificant  portioni  and  which 
is— 

(A)  a  self-contained  single  operating  unit 
or  processing  operation. 

(B)  located  on  a  single  site,  and 

'Cl  identified  as  a  single  unitary  project 
as  of  March  1,  1986. 

(c)  Property  Financed  With  Tax-Exempt 
Bonds.— 

(1)  In  GENERAL.-Subparagraph  (Ci  of  sec- 
tion 168(g)(1)  of  the  Internal  Revenue  Code 
of  1986  (as  added  by  this  Act)  shall  apply  to 
property  placed  in  service  after  December 
31.  1986.  in  taxable  years  ending  after  such 
date,  to  the  extent  such  property  is  financed 
by  the  proceeds  of  an  obligation  (including 
a  refunding  obligation)  issued  after  March 
1.  1986. 

(2)  Exceptions.— 

(A)  Construction  or  binding  agree- 
ments.—Subparagraph  (C)  of  section 
168(gl(l)  of  such  Code  (as  so  added)  shall 
not  apply  to  obligations  with  respect  to  a  fa- 
cility- 
aid)  the  original  use  of  which  commences 
with  the  taxpayer,  and  the  construction,  re- 
construction, or  rehabilitation  of  which 
began  before  March  2.  1986,  and  was  com- 
pleted on  or  after  such  date, 

(II)  with  respect  to  which  a  binding  con- 
tract to  incur  significant  expenditures  for 
construction,  reconstruction,  or  rehabilita- 
tion was  entered  into  before  March  2.  1986, 
and  some  of  such  expenditures  are  incurred 
on  or  after  such  date,  or 

(III)  acquired  on  or  after  March  2.  1986, 
pursuant  to  a  binding  contract  entered  into 
before  such  date,  and 

(it)  described  in  an  inducement  resolution 
or  other  comparable  preliminary  approval 
adopted  by  the  issuing  authority  (or  by  a 
voter  referendum)  before  March  2,  1986. 

<B)  Refunding.— 

H)  In  aENERAL.—Except  as  provided  in 
clause  (ii),  in  the  case  of  property  placed  in 


service  after  December  31.  1986,  which  is  fi- 
nanced by  the  proceeds  of  an  obligation 
which  is  issued  solely  to  refund  another  obli- 
gation which  was  issued  before  March  2. 
1986.  subparagraph  (C)  of  section  168(g)(1) 
of  such  Code  (as  so  added)  shall  apply  only 
with  respect  to  an  amount  equal  to  the  basis 
in  such  property  which  has  not  been  recov- 
ered before  the  date  such  refunded  obliga- 
tion is  issued. 

(ii)  Significant  expenditures.— In  the  case 
of  facilities  the  original  use  of  which  com- 
mences with  the  taxpayer  and  with  respect 
to  which  significant  expenditures  are  made 
before  January  1.  1987.  subparagraph  (C)  of 
section  168(g)il)  of  such  Code  (as  so  added) 
shall  not  apply  with  respect  to  such  facili- 
ties to  the  extent  such  facilities  are  financed 
by  the  proceeds  of  an  obligation  issued 
solely  to  refund  another  obligation  which 
was  issued  before  March  2.  1986. 

(CI  Facilities.— In  the  case  of  an  induce- 
ment resolution  or  other  comparable  prelim- 
inary approval  adopted  by  an  issuing  au- 
thority before  March  2.  1986.  for  purposes  of 
subparagraphs  (A)  and  (BKii)  with  respect 
to  obligations  described  in  such  resolution, 
the  term  facilities"  means  the  facilities  de- 
scribed in  such  resolution. 

(D)  Significant  expenditures.— For  pur- 
poses of  this  paragraph,  the  term  "signifi- 
cant expenditures"  means  expenditures 
greater  than  10  percent  of  the  reasonably  an- 
ticipated cost  of  the  construction,  recon- 
struction, or  rehabilitation  of  the  facility  in- 
volved. 

(d)  MiD-QvARTER  Convention.— In  the  case 
of  any  taxable  year  m  which  property  to 
which  the  amendments  made  by  section  201 
do  not  apply  is  placed  in  service,  such  prop- 
erty shall  be  taken  into  account  in  determin- 
ing whether  section  168(d)(3)  of  the  Internal 
Revenue  Code  of  1986  'as  added  by  section 
201)  applies  for  such  taxable  year  to  proper- 
ty to  which  such  amendments  apply. 

(e)  Normalization  Requirements. — 

(1)  In  GENERAL.— a  normalization  method 
of  accounting  shall  not  be  treated  as  being 
used  with  respect  to  any  public  utility  prop- 
erty for  purposes  of  section  167  or  168  of  the 
Internal  Revenue  Code  of  1986  if  the  taxpay- 
er, in  computing  its  cost  of  service  for  rate- 
making  purposes  and  reflecting  operating 
results  in  its  regulated  books  of  account,  re- 
duces the  excess  tax  reseme  more  rapidly  or 
to  a  greater  extent  than  such  reserve  would 
&e  reduced  under  the  average  rate 
assumption  method. 

(2)  Definitions.— For  purposes  of  this  sub- 
section— 

'A)  Excess  tax  reserve.— The  term  "excess 
tax  reserve"  means  the  excess  of— 

(i)  the  reserve  for  deferred  taxes  (as  de- 
scribed in  section  167(l)(3)(G)(ii)  or 
168(e)(3)(B)(ii)  of  the  Internal  Revenue 
Code  of  1954  as  in  effect  on  the  day  before 
the  date  of  the  enactment  of  this  Act),  over 

(ii)  the  amount  which  would  be  the  bal- 
ance in  such  reserve  if  the  amount  of  such 
reserve  were  determined  by  assuming  that 
the  corporate  rate  reductions  provided  in 
this  Act  were  in  effect  for  all  prior  periods. 

(B)  Average  rate  assumption  method.— 
The  average  rate  assumption  method  is  the 
method  under  which  the  excess  in  the  reserve 
for  deferred  taxes  is  reduced  over  the  re- 
maining lives  of  the  property  as  used  in  its 
regulated  books  of  account  which  gave  rise 
to  the  reserve  for  deferred  taxes.  Under  such 
method,  if  timing  differences  for  the  proper- 
ty reverse,  the  amount  of  the  adjustment  to 
the  reserve  for  the  deferred  taxes  is  calculat- 
ed by  multiplying— 

(i)  the  ratio  of  the  aggregate  deferred  taxes 
for  the  property  to  the  aggregate  timing  dif- 


ferences for  the  property  as  of  the  beginning 
of  the  period  in  question,  by 

(ii)  the  amount  of  the  timing  differences 
which  reverse  during  such  period. 

SEC  204.  ADDITIOSAL  TRANSITIONAL  RULES. 

(a)  Other  Transitional  Rules.— 
(II  Urban  renovation  PROJEcrrs.— 
(A)  In  General.— The  amendments  made 
by  section  201  shall  not  apply  to  any  proper- 
ty which  is  an  integral  part  of  any  qualified 
urban  renovation  project. 

(Bi  Qualified  urban  renovation  project.— 
For  purposes  of  subparagraph  (A),  the  term. 
"qualified  urban  renovation  project"  means 
any  project— 

(i)  described  in  subparagraph  (C),  (D),  (E), 
or  (G)  which  before  March  1,  1986,  was  pub- 
licly announced  by  a  political  sutidivision 
of  a  State  for  a  renovation  of  an  urt>an  area 
within  its  jurisdiction, 

(ii)  described  in  subparagraph  (C),  (D)  or 
'G>  which  before  March  1.  1986,  was  identi- 
fied as  a  single  unitary  project  in  the  inter- 
nal financing  plans  of  the  primary  develop- 
er of  the  project,  and 

'ill)  described  in  subparagraph  (C)  or  (D), 
which  is  not  substantially  modified  on  or 
after  March  1.  1986. 

'Cl  Project  where  agreement  on  Decem- 
ber 19.  I9S4.—A  project  is  described  in  this 
subparagraph  if— 

(I)  a  political  subdivision  granted  on  July 
11.  1985,  development  rights  to  the  primary 
developer-purchaser  of  such  project  and 

lii)  such  project  was  the  subject  of  a  devel- 
opment agreement  between  a  political  subdi- 
vision and  a  bridge  authority  on  December 
19.  1984. 

For  purposes  of  this  subparagraph,  subsec- 
tion (b)(2)  shall  be  applied  by  substituting 
"January  1.  1994" for  "January  1.  1991". 

'D)  Certain  additional  projects.— A 
project  IS  described  in  this  subparagraph  if 
it  IS  described  in  any  of  the  following 
clauses  of  this  subparagraph  and  the  pH- 
ma'ry  developer  of  all  such  projects  is  the 
same  person: 

'ii  A  project  is  described  in  this  clause  if 
the  development  agreement  with  respect 
thereto  was  entered  into  during  April  1984 
and  the  estimated  cost  of  the  project  is  ap- 
proximately $194,000,000. 

(ii)  A  project  is  described  in  this  clause  if 
the  development  agreement  with  respect 
thereto  was  entered  into  during  May  1984 
and  the  estimated  cost  of  the  project  is  ap- 
proximately tl90.000.000. 

(Hi)  A  project  is  described  in  this  clause  if 
the  project  has  an  estimated  cost  of  approxi- 
mately $92,000,000  and  at  least  $7,000,000 
was  spent  before  September  26.  1985.  with  re- 
spect to  such  project 

(iv)  A  project  is  described  in  this  clause  if 
the  estimately  project  cost  is  approximately 
$39,000,000  and  at  least  $2,000,000  of  con- 
struction cost  for  such  project  were  incurred 
before  September  26.  1985. 

(V)  A  project  is  described  in  this  clause  if 
the  development  agreement  with  respect 
thereto  was  entered  into  before  September 
26.  1985,  and  the  estimated  cost  of  the 
project  is  approximately  $150,000,000. 

(vi)  A  project  is  descrH>ed  in  this  clause  if 
the  board  of  directors  of  the  primary  devel- 
oper approved  such  project  in  December 
1982,  and  the  estimated  cost  of  such  project 
IS  approximately  $107,000,000. 

(vii)  A  project  is  described  in  this  clause  if 
the  board  of  directors  of  the  pnmary  devel- 
oper approved  such  project  in  December 
1982.  and  the  estimated  cost  of  such  project 
is  approximately  $59,000,000. 
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(viiiJ  A  project  «  described  in  this  clause 
if  the  Board  of  Directors  of  the  primary  de- 
veloper approved  such  project  in  December 
1983,  following  selection  of  the  developer  by 
a  city  council  on  September  26.  1983,  and 
the  estimated  cost  of  such  project  is  approxi- 
maUly  tl07,000,000. " 

IE)  Project  where  plan  confirmed  on  Octo- 
ber 4,  1984.— A  project  is  described  in  this 
subparagraph  if— 

in  a  State  or  an  agency,  instrumentality, 
or  political  subdivision  thereof  approved  the 
filing  of  a  general  project  plan  on  June  18, 
1981,  and  on  October  4,  1984.  a  State  or  an 
agency,  instrumentality,  or  political  subdi- 
vision thereof  confirmed  such  plan. 

Hi)  the  project  plan  as  confirmed  on  Octo- 
ber 4.  1984,  included  construction  or  renova- 
tion of  office  buildings,  a  hotel,  a  trade 
mart,  theaters,  and  a  subway  complex,  and 

(Hi)  significant  segments  of  such  project 
were  the  subject  of  one  or  more  conditional 
designations  granted  by  a  State  or  an 
agency,  instrumentality,  or  political  subdi- 
vision thereof  to  one  or  more  developers 
before  January  1.  1985. 

The  preceding  sentence  shall  apply  with  re- 
spect to  a  property  only  to  the  extent  that  a 
building  on  such  property  site  was  identi- 
fied as  part  of  the  project  plan  before  Sep- 
tember 26,  1985.  and  only  to  the  extent  that 
the  size  of  the  building  on  such  property  site 
was  not  substantially-  increased  by  reason  of 
a  modification  to  the  project  plan  with  re- 
spect to  such  property  on  or  after  such  date. 
For  purposes  of  this  subparagraph,  subsec- 
tion (b)i2)  shall  be  applied  by  substituting 
•'January  1,  1998" for  'January  1,  1991." 

IFi  A  project  is  described  in  this  para- 
graph if  it  is  a  sports  and  entertainment  fa- 
cility which— 

(i)  is  to  be  used  by  both  a  National  Hockey 
League  team  and  a  National  Basketball  As- 
sociation team; 

fix/  is  to  be  constructed  on  a  platform  uti- 
lizating  air  rights  over  land  acquired  by  a 
state  authority  and  identified  as  Site  B  in  a 
report  dated  May  30.  1984,  prepared  for  a 
state  urban  development  corporation:  and 

<iii)  is  eligible  for  real  property  tax.  and 
power  and  energy  benefits  pursuant  to  the 
provisions  of  state  legislation  approved  and 
effective  July  7.  1982.  or 

(iv)  the  mixed-use  development  is— 

III  to  be  constructed  above  a  public  rail- 
road station  utilized  by  the  national  rail- 
road passenger  corporation  and  commuter 
railroads  serving  two  states;  and 

(ID  will  include  the  reconstruction  of  such 
station  so  as  to  make  it  a  more  efficient 
transportation  center  and  to  better  integrate 
the  station  with  the  development  above, 
such  reconstruction  plans  to  be  prepared  in 
cooperation  with  a  state  transportation  au- 
thority. 

For  purposes  of  this  subparagraph,  subsec- 
tion (b)(2)  shall  be  applied  by  substituting 
"January  1,  1993"  for  the  applicable  date 
that  iDould  otherwise  apply. 

(G)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  an  inducement  resolution  was  passed 
on  March  9,  1984,  for  the  issuance  of  obliga- 
tions with  respect  to  such  project. 

Hi)  such  resolution  was  extended  by  reso- 
lutions passed  on  August  14,  1984.  April  2. 
1985,  August  13,  1985,  and  July  8,  1986, 

(Hi)  an  application  was  submitted  on  Jan- 
uary 31,  1984.  for  an  Urban  Development 
Action  Grant  with  respect  to  such  project, 
and 

(iv)  an  Urban  Development  Action  Grant 
was  preliminarily  approved  for  all  or  part  of 
such  project  on  July  3.  1986. " 


(H)  A  project  is  described  in  this  subpara- 
graph if  it  is  a  redevelopment  project,  with 
respect  to  which  $10  million  in  industrial 
revenue  bonds  were  approved  by  a  State  De- 
velopment Finance  Authority  on  January 
IS,  1986,  a  village  transferred  approximately 
$4  million  of  bond  volume  authority  to  the 
State  in  June  1986,  and  a  binding  Redevel- 
opment Agreement  was  executed  between  a 
city  and  the  development  team  on  July  1 
1986. 

(2)  Certain  projects  granted  ferc  u- 
CENSES,  ETC.— The  amendments  made  by  sec- 
tion 201  shall  not  apply  to  any  property 
which  is  part  of  a  project— 

(A)  which  is  certified  by  the  Federal 
Energy  Regulatory  Commission  before 
March  2.  1986.  as  a  qualifying  facility  for 
purposes  of  the  Public  Utility  Regulatory 
Policies  Act  of  1978, 

(B>  which  was  granted  before  March  2, 
1986,  a  hydroelectric  license  for  such  project 
by  the  Federal  Energy  Regulatory  Commis- 
sion, or 

(C)  which  is  a  hydroelectric  project  of  less 
than  80  megawatts  that  field  an  application 
for  a  permit  exemption,  or  license  with  the 
Federal  Energy  Regulatory  Commission 
before  March  2.  1986. 

(3)  Supply  or  service  contracts.— The 
amendments  made  by  section  201  shall  not 
apply  to  any  property  which  is  readily  iden- 
tifiable with  and  necessary  to  carry  out  a 
written  supply  or  service  contract,  or  agree- 
ment to  lease,  which  was  binding  on  March 
1.  1986. 

14)  Property  treated  under  prior  tax 
acts.— The  amendments  made  by  section  201 
shall  not  apply  to  property  described  in  sec- 
tion 12(c)(2)  or  31(g)(5)  and  31(g)(17)(j)  of 
the  Tax  Reform  Act  of  1984.  to  property  de- 
scribed in  section  209(d)(1)(B)  of  the  Tax 
Equity  and  Fiscal  Responsibility  Act  of 
1982.  as  amended  by  the  Tax  Reform  Act  of 
1984  and  to  property  described  in  section 
216(b)(3)  of  the  Tax  Equity  and  Fiscal  Re- 
sponsibility Act  of  1982. 

(5)  Special  rules  for  property  included 
in  master  plans  of  integrated  projects.— 
The  amendments  made  by  section  201  shall 
not  apply  to  any  property  placed  in  service 
pursuant  to  a  master  plan  which  is  clearly 
identifiable  as  of  March  1.  1986.  for  any 
project  described  in  any  of  the  following 
subparagraphs  of  this  paragraph: 

(A)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  the  project  involves  production  plat- 
forms for  offshore  drilling,  oil  and  gas  pipe- 
line to  shore,  process  and  storage  facilities, 
and  a  marine  terminal,  and 

(ii)  at  least  $900,000,000  of  the  costs  of 
such  project  were  incurred  before  September 
26.  1985. 

(B)  A  project  is  described  in  this  subpara- 
grapn  if— 

(i)  such  project  involves  a  fiber  optic  net- 
work of  at  least  20,000  miles,  and 

(ii)  before  September  26.  1985.  construc- 
tion commenced  pursuant  to  the  master 
plan  and  at  least  $85,000,000  was  spent  on 
construction. 

(Ci  A  project  is  described  in  this  subpara- 
graph if— 

(i)  such  project  passes  through  at  least  10 
States  and  involves  intercity  communica- 
tion link  (including  one  or  more  repeater 
sites  terminals  and  junction  stations  for 
microwave  transmissions,  regenerators  or 
fiber  optics  and  other  related  equipment, 

(ii)  the  lesser  of  $150,000,000  or  5  percent 
of  the  total  project  cost  has  been  expended, 
incurred,  or  committed  before  March  2, 
1986,    by   one  or  more   taxpayers   each   of 
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which  is  a  member  of  the  same  affiliated 
group  (as  defined  in  section  1504(a)),  and 

(Hi)  such  project  consists  of  a  comprehen- 
sive plan  for  meeting  network  capacity  re- 
quirements as  encompassed  within  either: 

(I)  a  November  5.  1985,  presentation  made 
to  and  accepted  by  the  Chairman  of  the 
Board  and  the  president  of  the  taxpayer,  or 

(II)  the  approvals  by  the  Board  of  Direc- 
tors of  the  parent  company  of  the  taxpayer 
on  May  3,  1985,  and  September  22,  1985,  and 
of  the  executive  committee  of  said  board  on 
December  23,  1985. 

(D)  a  project  is  described  in  this  subpara- 
graph if— 

(i)  such  project  is  part  of  a  flat  rolled 
product  modernization  plan  which  was  ini- 
tially presented  to  the  Board  of  Directors  of 
the  taxpayer  on  July  8.  1983, 

(ii)  such  program  will  be  carried  out  at  3 
locations,  and 

(Hi)  such  project  will  involve  a.  total  esti- 
mated minimum  capital  cost  of  at  least 
$250,000,000. 

(E)  A  project  is  descrH>ed  in  this  subpara- 
graph if  the  project  is  being  carried  out  by  a 
corporation  engaged  in  the  production  of 
paint,  chemicals,  fiberglass,  and  glass,  and 
if- 

(i)  the  project  includes  a  production  line 
which  applied  a  thin  coating  to  glass  in  the 
manufacture  of  energy  efficient  residential 
products,  if  approved  by  the  management 
committee  of  the  corporation  on  January 
29,  1986, 

di)  the  project  is  a  turbogenerator  which 
was  approved  by  the  president  of  such  cor- 
poration and  at  least  $1,000,000  of  the  cost 
of  which  was  incurred  or  committed  before 
such  date. 

(Hi)  the  project  is  a  waste-to-energy  dis- 
posal system  which  was  initiatlly  approved 
by  the  management  committee  of  the  corpo- 
ration on  March  29.  1982.  and  at  least 
$5,000,000  of  the  cost  of  which  was  incurred 
before  September  26,  1985, 

(iv)  the  project,  which  involves  the  expan- 
sion of  an  existing  service  facility  and  the 
addition  of  new  lab  facilities  needed  to  ac- 
commodate topcoat  and  undercoat  produc- 
tion needs  of  a  nearby  automotive  assembly 
plant,  was  approved  by  the  corporation's 
management  committee  on  March  5.  1986, 
or 

(V)  the  project  is  part  of  a  facility  to  con- 
solidate and  modernize  the  silica  produc- 
tion of  such  corporation  and  the  project  was 
approved  by  the  president  of  such  corpora- 
tion on  August  19.  1985. 

(F)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  such  project  involves  a  port  terminal 
and  oil  pipeline  extending  generally  from 
the  area  of  Los  Angeles.  California,  to  the 
area  of  Midland.  Texas,  and 

(ii)  before  September  26.  1985,  there  is  a 
binding  contract  for  dredging  and  channel- 
ing with  respect  thereto  and  a  management 
contract  with  a  construction  manager  for 
such  project 

(G)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  the  project  is  a  newspaper  printing  and 
distribution  plant  project  with  respect  to 
which  a  contract  for  the  purchase  of  8  print- 
ing press  units  and  related  equipment  to  be 
installed  in  a  single  press  line  was  entered 
into  on  January  8.  1985.  and 

(ii)  the  contract  price  for  such  units  and 
equipment  represents  at  least  SO  percent  of 
the  total  cost  of  such  project 

(H)  A  project  is  described  in  this  subpara- 
graph if  it  is  the  second  phase  of  a  project 
involving  direct  current  transmission  lines 
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spanning  approximately  196  miles  from  the 
United  States-Canadian  border  to  Ayer, 
Massachusetts,  alternating  current  trans- 
mission lines  in  Massachusetts  from  Ayers 
to  MiUbury  to  West  Medway,  DC-AC  con- 
verted terminals  to  Monroe,  New  Hamp- 
shire, and  Ayer,  Massachusetts,  and  other  re- 
lated equipment  and  facilities. 

II)  A  project  is  described  in  this  subpara- 
graph if  it  involves  not  more  than  two  natu- 
ral gas-fired  combined  cycle  electric  generat- 
ing units  each  hamng  a  net  electrical  capa- 
bility of  approximately  233  megawatts,  and 
a  sales  contract  for  approximately  '/,  of  the 
output  of  the  1st  unit  was  entered  into  in 
December  1985. 

(J)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  the  project  involves  an  automobile 
manufacturing  facility  (including  equip- 
ment and  incidental  appurtenances)  to  be 
located  in  the  United  States,  and 

(ii)  either— 

(I)  the  project  was  the  subject  of  a  memo- 
randum of  understanding  between  2  auto- 
mobile manufacturers  that  was  signed 
before  September  25,  1985,  the  automobile 
manufacturing  facility  (including  equip- 
ment and  incidental  appurtenances)  will  in- 
volve a  total  estimated  cost  of  approximate- 
ly $750,000,000,  and  will  have  an  annual 
production  capacity  of  approximately 
240,000  vehicles  or 

(II)  the  Board  of  Directors  of  an  automo- 
bile manufacturer  approved  a  written  plan 
for  the  conversion  of  an  existing  facility  to 
produce  a  new  model  of  a  vehicle  currently 
not  produced  in  the  United  States,  such  fa- 
cility will  be  placed  in  service  by  July  1, 
1987,  and  such  Board  action  occurred  in 
July  1985,  with  respect  to  a  $523  million  ex- 
penditure, in  June  1983,  with  respect  to  a 
$475  million  expenditure,  or  in  July  1984. 
with  respect  to  a  $312  million  expenditure. 

(K)  A  project  is  described  in  this  subpara- 
graph if  either— 

(i)  the  project  involves  a  joint  venture  be- 
tween a  utility  company  and  a  paper  com- 
pany for  a  super  calendar  paper  mill,  and  at 
least  $50,000,000  were  incurred  or  commit- 
ted with  respect  to  such  project  before  March 
1,  1986,  or 

(ii)  the  project  involves  a  paper  mill  for 
the  manufacture  of  newsprint  (including  a 
cogeneration  facility)  is  generally  based  on 
a  written  design  and  feasibility  study  that 
was  completed  on  December  15,  1981,  and 
vnll  be  placed  in  service  before  January  1, 
1991,  or 

(Hi)  the  project  is  undertaken  by  a  Maine 
corporation  and  involves  the  modernization 
of  pulp  and  paper  mills  in  Millinocket  and/ 
or  East  Millinocket,  Maine,  or 

(iv)  the  project  involves  the  installation  of 
a  paper  machine  for  production  of  coated 
publication  papers,  the  modernization  of  a 
pulp  mill,  and  the  installation  of  machinery 
and  equipment  with  respect  to  related  proc- 
esses, as  of  December  31,  1985,  in  excess  of 
$50  million  was  incurred  for  the  project,  as 
of  July  1986,  in  excess  of  $150  miUion  was 
incurred  for  the  project,  and  the  project  is 
located  in  Pine  Bluff,  Arkansas,  or 

(v)  involves  property  of  a  type  described  in 
ADR  classes  26.1,  26.2,  25.  00.3  and  00.4  in- 
cluded in  a  paper  plant  which  will  manufac- 
ture and  distribute  tissue,  towel  or  napkin 
products;  is  located  in  Effingham  County, 
Georgia;  and  is  generally  based  upon  a  writ- 
ten General  Description  which  was  submit- 
ted to  the  Georgia  Department  of  Revenue 
on  or  about  June  13, 1985. 

(L)  A  project  is  described  in  this  subpara- 
graph if— 


(i)  a  letter  of  intent  with  respect  to  such 
project  was  executed  on  June  4, 1985,  and 

(ii)  a  5-percent  downpayment  was  made 
in  connection  with  such  project  for  2  10-unit 
press  lines  and  related  equipment 

(M)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  the  project  involves  the  retrofit  of  am- 
monia plants, 

(ii)  as  of  March  1,  1986,  more  than 
$390,000  had  been  expended  for  engineering 
and  equipment  and 

(Hi)  more  than  $170,000  was  expensed  in 
1985  as  a  portion  of  preliminary  engineer- 
ing expense. 

(N)  A  project  is  described  in  this  subpara- 
graph if  the  project  involt>es  bulkhead  inter- 
modal  flat  cars  which  are  placed  in  service 
before  January  1,  1987,  and  either— 

(i)  more  than  $2,290,000  of  expenditures 
were  made  before  March  1,  1986,  with  re- 
spect to  a  project  involving  up  to  300  plat- 
forms, or 

(ii)  more  than  $95,000  of  expenditures 
were  made  before  March  1,  1986,  with  re- 
spect to  a  project  involving  up  to  850  plat- 
forms. 

(0)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  the  project  involves  the  production  and 
transportation  of  oil  and  gas  from  a  well  lo- 
cated north  of  the  Arctic  Circle,  and 

(ii)  more  than  $200,000,000  of  cost  had 
been  incurred  or  committed  before  Septem- 
ber 26,  1985. 

(P)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  a  commitment  letter  urns  entered  into 
with  a  financial  institution  on  January  23, 
1986,  for  the  financing  of  the  project 

(ii)  the  project  involves  intercity  commu- 
nication links  (including  microwave  and 
fiber  optics  communications  systems  and  re- 
lated property), 

(Hi)  the  project  consists  of  communica- 
tions links  between— 

(1)  Omaha,  Nebraska,  and  Council  Bluffs, 
Iowa, 

(II)  Waterloo,  Iowa  and  Sioux  City,  Iowa, 

(III)  Davenport  Iowa  and  Springfield,  Il- 
linois, and 

(iv)  the  estimated  cost  of  such  project  is 
approximately  $13,000,000. 

(Q)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  such  project  is  a  mining  modernization 
project  involving  mining,  transport  and 
milling  operations, 

(ii)  before  September  26,  1985,  at  least 
$20,000,000  was  expended  for  engineering 
studies  which  were  approved  by  the  Board  of 
Directors  of  the  taxpayer  on  January  21, 
1983,  and 

(Hi)  such  project  will  involve  a  total  esti- 
mated minimum  cost  of  $350,000,000. 

(R)  A  project  is  described  in  this  subpara- 
graph if— 

(il  such  project  is  a  dragline  acquired  in 
connection  unth  a  3-stage  program  which 
began  in  1980  to  increase  production  from  a 
coal  mine, 

(ii)  at  least  $35,000,000  was  spent  before 
September  26,  1985,  on  the  1st  2  stages  of  the 
program,  and 

(Hi)  at  least  $4,000,000  was  spent  to  pre- 
pare the  mine  site  for  the  dragline. 

(S)  A  project  is  described  in  this  subpara- 
graph if  it  is  a  project  consisting  of  a  miner- 
al processing  facility  using  a  heap  leaching 
system  (including  waste  dumps,  low-grade 
dumps,  a  leaching  area,  and  mine  roads) 
and  if— 

(i)  convertible  subordinated  debentures 
were  issued  in  August  1985,  to  finance  the 
project. 


(ii)  construction  of  the  project  was  author- 
ized by  the  Board  of  Directors  of  the  taxpay- 
er on  or  before  December  31, 1985, 

(Hi)  at  least  $750,000  was  paid  or  incurred 
iDith  respect  to  the  project  on  or  before  De- 
cember 31,  1985,  and 

(iv)  the  project  is  placed  in  service  on  or 
before  December  31,  1986. 

(T)  A  project  is  descrit>ed  in  this  subpara- 
graph if  it  is  a  plant  facility  on  Alaska's 
North  Slope  and— 

(i)  the  approximate  cost  is  $575  million,  of 
which  approximately  $100  million  was 
spent  on  off-site  construction  or 

(ii)  the  approximate  cost  of  which  is  $450 
million,  of  which  approximately  $100  was 
spent  on  off-site  construction,  more  than  50 
percent  of  the  project  cost  was  spent  prior  to 
December  31,  1985,  and  which  will  be  placed 
in  service  in  1987. 

(U)  A  project  is  descrit>ed  in  this  subpara- 
graph if  it  involves  the  connecting  of  exist- 
ing retail  stores  in  the  downtown  area  of  a 
city  to  a  new  covered  area,  the  total  project 
will  be  250,000  square  feet  a  formal  Memo- 
randum of  Understanding  relating  to  devel- 
opment of  the  project  was  executed  with  the 
city  on  July  2,  1986,  and  the  estimated  cost 
of  the  project  is  $18,186,424. 

IV)  A  project  is  described  in  this  subpara- 
graph if  it  includes  a  200.000  square  foot 
office  tower,  a  200-room  hotel,  a  300.000 
square  foot  retail  center,  an  800-space  park- 
ing facility,  the  total  cost  is  projected  to  be 
$60  million,  and  $1,250,000  was  expended 
with  respect  to  the  site  before  August  25. 
1986. 

(W)  A  project  is  described  in  this  subpara- 
graph if  it  is  a  joint  use  and  development 
project  including  an  integrated  hotel,  con- 
vention center,  office,  related  retail  facilities 
and  public  mass  transportation  terminal, 
and  vehicle  parking  facilities  which  satis- 
fies the  following  conditions: 

(i)  is  developed  within  certain  air  space 
rights  and  upon  real  property  exchanged  for 
such  joint  use  and  development  project 
which  is  owned  or  acquired  by  a  state  de- 
partment of  transportation,  a  regional  mass 
transit  district  in  a  county  with  a  popula- 
tion of  at  least  5.000.000  and  a  community 
redevelopment  agency: 

(ii)  such  project  affects  an  existing,  ap- 
proximately forty  (40)  acre  public  mass 
transportation  bus-way  terminal  facility  lo- 
cated adjacent  to  an  interstate  highway: 

(Hi)  a  memorandum  of  understanding 
with  respect  to  such  joint  use  and  develop- 
ment project  is  executed  by  a  state  depart- 
ment of  transportation,  such  a  county  re- 
gional mass  transit  district  and  a  communi- 
ty redevelopment  agency  on  or  before  De- 
cember 31.  1986.  and 

(iv)  a  major  portion  of  such  joint  use  and 
development  project  is  placed  in  service  by 
December  31.  1990. 

(X)  A  project  is  described  in  this  subpara- 
graph if- 

Ii)  it  is  an  $8  million  project  to  provide 
advanced  control  technology  for  adipic  acid 
at  a  plant  which  was  authorized  by  the 
company's  Board  of  Directors  in  October 
1985.  at  December  31.  1985.  $1.4  million  was 
committed  and  $.4  million  expended  with 
respect  to  such  project  or 

(ii)  it  is  an  $8.3  million  project  to  achieve 
compliance  with  state  and  federal  regula- 
tions for  particulates  emissions,  which  wa$ 
authorized  by  the  company's  Board  of  Direc- 
tors in  December  1985,  by  March  31,  1986, 
$250,000  was  committed  and  $250,000  was 
expended  with  respect  to  such  project  or 

(Hi)  it  is  a  $22  miUion  project  for  the  ret- 
rofit of  a  plant  that  makes  a  raw  material 
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Jot  aapartame,  which  was  approved  in  the 
company's  December  1985  capital  budget,  if 
approximately  S3  million  of  the  $22  million 
was  spent  before  August  1.  1986. 

(Y)  A  project  is  described  in  this  subpara- 
graph if  such  project  passes  through  at  least 
9  states  and  involves  an  intercity  communi- 
cation link  (including  multiple  repeater 
sites  and  junction  stations  for  microwave 
transmissions  and  amplifiers  for  fiber 
optics):  the  link  from  Buffalo  to  New  York/ 
Elisabeth  was  completed  in  1984;  the  link 
from  Buffalo  to  Chicago  was  completed  in 
1985:  and  the  link  from  New  York  to  Wash- 
ington is  completed  in  1986. 

16/  Natural  gas  pipeline.— The  amend- 
ments made  by  section  201  shall  not  apply 
to  any  interstate  natural  gas  pipeline  'and 
related  equipment!  if— 

(A)  3  applications  for  the  construction  of 
such  pipeline  were  filed  with  the  Federal 
Energy  Regulatory  Commission  before  No- 
vember 22.  1985  (and  2  of  which  were  filed 
before  September  26.  1985).  and 

(B>  such  pipeline  has  1  of  its  terminal 
points  near  Bakersfield,  California. 

(7)  Certain  leasehold  improvements.— The 
amendments  made  by  section  201  shall  not 
apply  to  any  reasonable  leasehold  improve- 
ments, equipment  and  furnishings  placed  in 
service  by  a  lessee  or  its  affiliates  if— 

'A)  the  lessee  or  an  affiliate  is  the  original 
lessee  of  each  building  in  which  such  proper- 
ty is  to  be  used,  and— 

(B)  such  lessee  is  obligated  to  lease  the 
building  under  an  agreement  to  lease  en- 
tered into  before  September  26.  1985.  and 
such  property  is  provided  for  such  building. 
and 

(C)  such  buildings  are  to  serve  as  world 
headquarters  of  the  lessee  and  its  affiliates. 
For  purposes  of  this  paragraph,  a  corpora- 
tion is  an  affiliate  of  another  corporation  if 
both  corporations  are  members  of  a  con- 
trolled group  of  corporations  within  the 
meaning  of  section  1563(a)  of  the  Internal 
Revenue  Code  of  1954  without  regard  to  sec- 
tion 1563(b)(2)  of  such  Code.  Such  lessee 
shall  include  a  securities  firm  that  meets  the 
requirements  of  subparagraph  (A),  except 
the  lessee  is  obligated  to  lease  the  building 
under  a  lessee  entered  into  on  June  18.  1986. 

(8)  Solid  waste  disposal  FACiLrriES.—The 
amendments  made  by  section  201.  and  sec- 
tion 203(c),  shall  not  apply  to  the  taxpayer 
who  originally  places  in  service  any  quali- 
fied solid  waste  disposal  facility  (as  defined 
in  section  7701(e)(3i(Bl  of  the  Internal  Rev- 
enue Code  of  1986)  if  before  March  2,  1986— 

(A)  there  is  a  binding  written  contract  be- 
tween a  service  recipient  and  a  service  pro- 
vider with  respect  to  the  operation  of  such 
facility  to  pay  for  the  services  to  be  provided 
by  such  facility,  or 

(B)  a  service  recipient  or  governmental 
unit  (or  any  entity  related  to  such  recipient 
or  unit)  made  a  financial  commitment  of  at 
least  $200,000  for  the  financing  or  construc- 
tion of  such  facility,  or 

fC)  such  facility  is  the  TH-Cities  Solid 
Waste  Recovery  Project  involving  Fremont, 
Sevoark,  and  Union  City,  California,  and 
has  received  an  authority  to  construct  from 
the  Environntental  Protection  Agency  or 
from  a  State  or  local  agency  authorized  by 
the  Environmental  Protection  Agency  to 
issue  air  quality  permits  under  the  Clean 
Air  Act 

(9)  Certain  suBtaitsiBLE  driluno  unjts.— 
In  the  case  of  a  binding  contract  entered 
irUo  on  October  October  30,  1984.  for  the 
purchase  of  6  semi-submersible  drilling 
units  at  a  cost  of  $425,000,000,  such  units 
shall  be  treated  as  having  an  applicable  date 


under  subsection   203(b)(2)   of  January   1 
1991. 

(10)  Wastewater  or  sewage  treatment  fa- 
cility.—The  amendments  made  by  section 
201  shall  not  apply  to  any  property  which  is 
part  of  a  wastewater  or  sewage  treatment  fa- 
cility if  either— 

(A)  site  preparation  for  such  facility  com- 
menced before  September  1985,  and  a  parish 
council  approved  a  service  agreement  with 
respect  to  such  facility  on  December  4.  1985, 
or 

(B)  a  city-parish  advertised  in  September 
1985,  for  bids  for  construction  of  secondary 
treatment  improvements  for  such  facility,  in 
May  1985.  the  city-parish  received  state- 
ments from  16  firms  interested  in  privatiz- 
ing the  wastewater  treatment  facilities,  and 
the  metropolitan  council  selected  a  priva- 
tizer  at  its  meeting  on  November  20,  1985. 
and  adopted  a  resolution  authorizing  the 
Mayor  to  enter  into  contractual  negotiation 
with  the  selected  privatizer: 

'C>  the  property  is  part  of  a  wastewater 
treatment  facility  with  respect  to  which  a 
binding  service  agreement  between  a  priva- 
tizer and  the  Western  Carolina  Regional 
Sewer  Authority  with  respect  to  such  facility 
was  signed  before  January  1.  1986: 

(D)  such  property  is  part  of  a  wastewater 
treatment  facility  (located  in  Cameron 
County,  Texas,  within  one  mile  of  the  City 
of  Harlingen).  an  application  for  a 
wastewater  discharge  permit  was  filed  with 
respect  to  such  facility  on  December  4,  1985. 
and  a  City  Commission  approved  a  letter  of 
intent  relating  to  a  service  agreement  with 
respect  to  such  facility  on  August  7,  1986:  or 
a  wastewater  facility  (located  in  Harlingen, 
Texas)  which  is  a  subject  of  the  letter  of 
intent  and  service  agreement  described  in 
subparagraph  (A)(2)  of  this  paragraph  and 
the  design  of  which  was  contracted  for  in  a 
letter  of  intent  dated  January  23.  1986.  " 

(11)  Certain  aircraft.— TTie  amendments 
made  by  section  201  shall  not  apply  to  any 
new  aircraft  with  19  or  fewer  passenger 
seats  if— 

(A)  The  aircraft  is  manufactured  in 
Kansas,  Florida,  Georgia,  or  Texas.  For  pur- 
poses of  this  subparagraph,  an  aircraft  is 
"manufactured"  at  the  point  of  its  final  as- 
sembly: 

(B)  The  aircraft  was  in  inventory  or  in  the 
planned  production  schedule  of  the  final  as- 
sembly manufacturer,  with  orders  placed  for 
the  engine(s)  on  or  before  August  16,  1986, 
the  date  of  conference  committee  action) 
and 

(C)  The  aircraft  is  purchased  or  subject  to 
a  binding  contract  on  or  before  December 
31,  1986,  and  is  delivered  and  placed  in  serv- 
ice by  the  purchase,  before  July  1,  1987. 
Section  211(d)(2)(B)  shall  not  apply  to  air- 
craft which  meet  the  requirements  of  this 
subparagraph. 

(12)  Certain  satellites.— The  amendments 
made  by  section  201  shall  not  apply  to  any 
satellite  with  respect  to  which— 

(A)  on  or  t>efore  January  28,  1986,  there 
was  a  binding  contract  to  construct  or  ac- 
quire a  satellite,  and 

(i)  an  agreement  to  launch  was  in  exist- 
ence on  that  date,  or 

(ii)  on  or  before  August  5,  1983,  the  Federal 
Communications  Commission  had  author- 
ized the  construction  and  for  which  the  au- 
thorized party  has  a  specific  although  un- 
designated agreement  to  launch  in  existence 
on  January  28,  1986: 

IB)  by  order  adopted  on  July  25,  1985,  the 
Federal  Communications  Commission 
granted  the  taxpayer  an  orbital  slot  and  au- 
thorized the  taxpayer  to  launch  and  operate 


September  18,  1986 

a  cost  of  approximately 


2  satellites  with 
$300,000,000:  or 

(C)  the  International  Telecommunications 
Satellite  Organization  or  the  International 
Maritime  Satellite  Organization  entered 
into  written  binding  contracts  before  May  1, 
1985. 

(13)  Certain  nonwire  line  cellular  tele- 
phone SYSTEMS.— The  amendments  made  by 
section  201  shall  not  apply  to  property  that 
is  part  of  a  nonwire  line  system  in  the  Do- 
mestic Public  Cellular  Radio  Telecommuni- 
cations Service  for  which  the  Federal  Com- 
munications Commission  has  issued  a  con- 
struction permit  before  September  26,  198S, 
but  only  if  such  property  is  placed  in  service 
before  January  1,  1987. 

(14)  Certain  cogeneration  facilities.— The 
amendments  made  by  section  201  shall  not 
apply  to  projects  consisting  of  1  or  more  fa- 
cilities for  the  cogeneration  and  distribu- 
tion of  electricity  and  steam  or  other  forms 
of  thermal  energy  if— 

(A)  at  least  $100,000  was  paid  or  incurred 
with  respect  to  the  project  before  March  1, 
1986.  a  memorandum  of  understanding  was 
executed  on  September  13,  1985,  and  the 
project  is  placed  in  service  before  January  1, 
1989. 

(B)  at  least  $500,000  was  paid  or  incurred 
with  respect  to  the  projects  before  May  6, 
1986.  the  projects  involve  a  22-megawatt 
combined  cycle  gas  turbine  plant  and  a  45- 
megawatt  coal  waste  plant,  and  applica- 
tions for  qualifying  facility  status  were  filed 
with  the  Federal  Energy  Regulatory  Com- 
mission on  March  5.  1986. 

(C)  the  project  cost  approximates 
$125,000,000  to  $140,000,000  and  an  applica- 
tion was  made  to  the  Federal  Energy  Regu- 
latory Commission  in  July  1985,  or 

(D)  an  inducement  resolution  for  such  fa- 
cility was  adopted  on  September  10,  1985,  a 
development  authority  was  given  an  induce- 
ment date  of  September  10,  1985,  for  a  loan 
not  to  exceed  $80,000,000  with  respect  to 
such  facility,  and  such  facility  is  expected  to 
have  a  capacity  of  approximately  30 
megawatts  of  electric  power  and  70,000 
pounds  of  steam  per  hour. 

(E)  at  least  $1,000,000  was  incurred  with 
respect  to  the  project  before  May  6.  1986,  the 
project  involves  a  52-megawatt  combined 
cycle  gas  turbine  plant  and  a  petition  was 
filed  with  the  Connecticut  Department  of 
Public  Utility  Control  to  approve  a  power 
sales  agreement  with  respect  to  the  project 
on  March  27.  1986. 

(15)  Certain  electric  generating  sta- 
tions.—The  amendments  made  by  section 
201  shall  not  apply  to  a  project  consisting  of 
a  coal-fired  electric  generating  station  (in- 
cluding multiple  generating  units,  coal  mine 
equipment,  and  transmission  facilities)  if— 

(A)  a  tax-exempt  entity  will  own  an  equity 
interest  in  all  property  included  in  the 
project  (except  the  coal  mine  equipment), 
and 

(B)  at  least  $72,000  was  expended  in  the 
acquisition  of  coal  leases,  land  and  water 
rights,  en0neering  studies,  and  other  devel- 
opment costs  before  May  6,  1986. 

For  purposes  of  this  subparagraph,  subsec- 
tion (b)(2)  shall  be  applied  by  substituting 
"January  1,  1986" for  "January  1,  1991." 

(16)  Sports  arenas.— 

(A)  Indoor  sports  rAciurr.-The  amend- 
ments made  by  section  201  shall  not  apply 
to  up  to  $20,000,000  of  improvements  made 
by  a  lessee  of  any  indoor  sports  facility  pur- 
suant to  a  lease  from  a  State  commission 
granting  the  right  to  make  limited  and  spec- 
ified improvements  (including  planned  seat 
explanations),  if  architectural  renderings  of 
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the  project  were  commissioned  and  received 
before  December  22, 1985. 

(B)  Metropolitan  sports  arena.— The 
amendments  made  by  section  201  shall  not 
apply  to  any  property  which  is  part  of  an 
arena  constructed  for  professional  sports  ac- 
tivities in  a  metropolitan  area,  provided 
that  such  arena  is  capable  of  seating  no  less 
than  18,000  spectators  and  a  binding  con- 
tract to  incur  significant  expenditures  for 
its  construction  was  entered  into  before 
June  1,  1986. 

(17)  Certain  waste-to-eneroy  facilities.— 
The  amendments  made  by  section  201  shall 
not  apply  to  2  agricultural  waste-to-energy 
powerplants  (and  required  transmission  fa- 
cilities), in  connection  xoith  which  a  con- 
tract to  sell  100  megawatts  of  electricity  to  a 
city  was  executed  in  October  1984. 

(18)  Certain  coal-fired  plants.— The 
amendments  made  by  section  201  shall  not 
apply  to  one  of  three  540  megawatt  coal- 
fired  plants  that  are  placed  in  service  after  a 
sale  leaseback  occurring  after  January  1, 
1986.  if- 

(A)  the  Board  of  Directors  of  an  electric 
poxoer  cooperation  authorized  the  investiga- 
tion of  a  sale  leaseback  of  a  nuclear  genera- 
tion facility  by  resolution  dated  January  22. 

1985.  and 

(B)  a  loan  UMS  extended  by  the  Rural  Elec- 
trification Administration  on  February  20. 

1986,  which  contained  a  covenant  with  re- 
spect to  used  property  leasing  from  unit  II. 

(19)  Certain  REAL  systems.— 

(A)  The  amendments  made  by  section  201 
shall  not  apply  to  a  light  rail  transit  system, 
the  approximate  cost  of  which  is 
$235,000,000,  if,  with  respect  to  which,  the 
board  of  directors  of  a  corporation  (formed 
in  September  1984  for  the  purpose  of  devel- 
oping, financing,  and  operating  the  system) 
authorised  a  $300,000  expenditure  for  a  fea- 
sibility study  in  April  1985. 

(B)  The  amendments  made  by  section  201 
shall  not  apply  to  any  project  for  rehabilita- 
tion of  regional  railroad  rights  of  way  and 
properties  including  grade  crossings  tohich 
was  authorized  by  the  Board  of  Directors  of 
such  company  prior  to  October  1985;  and/or 
was  modified,  altered  or  enlarged  as  a  result 
of  termination  of  company  contracts,  but 
approved  by  said  Board  of  Directors  no  later 
than  January  30.  1986.  and  which  is  in  the 
public  interest,  and  which  is  subject  to  bind- 
ing contracts  or  substantive  commitments 
by  December  31,  1987. 

(20)  Certain  detergent  manufacturing  fa- 
cility.—The  amendments  made  by  section 
201  shall  not  apply  to  a  laundry  detergent 
manufacturing  facility,  the  approximate 
cost  of  which  is  $13,200,000.  with  respect  to 
which  a  project  agreement  icas  fully  execut- 
ed on  March  17,  1986. 

(21)  Certain  resource  recovery  faciu- 
TY.—The  amendments  made  by  section  201 
shall  not  apply  to  any  of  3  resource  recovery 
plants,  the  aggregatre  cost  of  which  approxi- 
mates $300,000,000,  if  an  industrial  develop- 
ment authority  adopted  a  Iwnd  resolution 
with  respect  to  such  facilities  on  December 
17,  1984,  and  the  projects  were  approved  by 
the  department  of  commerce  of  a  Common- 
toealth  on  December  27,  1984. 

(22)  The  amendments  made  by  section  201 
shall  not  apply  to  a  computer  and  office 
support  center  building  in  Minneapolis, 
with  respect  to  which  the  first  contract,  with 
an  architecture  frim,  toas  signed  on  April  30, 
1985,  and  a  construction  contract  was 
signed  on  March  12, 1986. 

(23)  Certain  district  heating  and  cooung 
facilities.— The  amendment  made  by  section 
201  shall  not  apply  to  pipes,  mains,  and  re- 


lated equipment  included  in  district  heating 
and  cooling  facilities,  with  respect  to  which 
the  development  authority  of  a  State  ap- 
proved the  project  through  an  inducement 
resolution  adopted  on  October  8,  1985,  and 
in  connection  with  which  approximately 
$11,000,000  of  tax-exempt  bonds  are  to  be 
issued. 
(24)  Certain  vessels.— 

(A)  Certain  offshore  vessels.— The 
amendments  made  by  section  201  shall  not 
apply  to  any  offshore  vessel  the  construction 
contract  for  which  was  signed  on  February 
28,  1986,  and  the  approximate  cost  of  which 
is  $9,000,000. 

(B)  Certain  inland  river  vessel.— TTie 
amendments  made  by  section  201  shall  not 
apply  to  a  project  involving  the  reconstruc- 
tion of  an  inland  river  vessel  docked  on  the 
Mississippi  River  at  St  Louis.  Missouri,  on 
July  14.  1986,  and  with  respect  to  which: 

(i)  the  estimated  cost  of  reconstruction  is 
approximately  $39,000,000: 

(ii)  reconstruction  was  commenced  prior 
to  December  1.  1985: 

(Hi)  at  least  $17,000,000  was  expended 
before  December  31.  1985:  and 

(C)  Special  automobile  carrier  vessels.— 
The  amendments  made  by  section  201  shall 
not  apply  to  two  new  automobile  carrier 
vessels  which  will  cost  approximately 
$47,000,000  and  will  be  constructed  by  a 
U.S.-flag  carrier  to  operate,  under  the  U.S.- 
flag  and  vxith  an  American  crew,  to  trans- 
port foreign  automobiles  to  the  United 
States,  in  a  case  where  negotiatiOTis  for  such 
transportation  arrangements  commenced  in 
April  1985,  formal  contract  bids  were  sub- 
mitted prior  to  the  end  of  1985.  and  defini- 
tive transportation  contracts  were  awarded 
in  May  1986. 

(D)  The  amendments  made  by  section  201 
shall  not  apply  to  a  562-foot  passenger 
cruise  ship,  which  was  purchased  in  1980  for 
the  purpose  of  returning  the  vessel  to  U.S. 
service,  the  approximate  cost  of  refurbish- 
ment of  which  is  approximately  $47  million. 

(25)  Certain  wood  energy  projects.— The 
amendments  made  by  section  201  shall  not 
apply  to  two  wood  energy  products  for 
which  applications  with  the  Federal  Energy 
Regulatory  Commission  were  filed  before 
January  1.  1986,  which  are  described  as  fol- 
lows: 

(A)  a  26.5  megawatt  plant  in  Fresno,  Cali- 
fornia, and 

(B)  a  26.5  megawatt  plant  m  Rocklin. 
California. 

(26)  The  amendments  made  by  section  201 
shall  not  apply  to  property  which  is  a  geo- 
thermal  project  of  less  than  20  megawatts 
that  was  certified  by  the  Federal  Energy 
Regulatory  Commission  on  July  14,  1986.  as 
a  qualifying  small  power  production  facility 
for  purposes  of  the  Public  Utility  Regulatory 
Policies  Act  of  1978  pursuant  to  an  applica- 
tion filed  with  the  Federal  Energy  Regula- 
tory Commission  on  April  17.  1986.  " 

(27)  Certain  economic  development 
PROJECTS.— The  amendments  made  by  sec- 
tion 201  shall  not  apply  to  any  of  the  follow- 
ing projects: 

(A)  A  mixed  use  development  on  the  East 
River  the  total  cost  of  which  is  approximate- 
ly $400,000,000,  unth  respect  to  which  a 
letter  of  intent  ws  executed  on  January  24. 
1984,  and  unth  respect  to  which  approxi- 
mately $2.5  million  had  been  spent  by  March 
1,  1986. 

(B)  A  356-room  hotel  banquet  and  confer- 
ence facility  (including  525.000  square  feet 
of  office  space)  the  approximate  cost  of 
which  is  $158,000,000.  with  respect  to  which 
a  letter  of  intent  was  executed  on  June  1, 


1984  and  unth  respect  to  which  an  induce- 
ment resolution  and  l>ond  resolution  was 
adopted  on  August  20.  1985. 

(C)  Phase  1  of  a  4-phase  project  involving 
the  construction  of  laboratory  space  and 
ground-floor  retail  space  the  estimated  cost 
of  which  is  $32,000,000  and  with  respect  to 
which  a  memoradum  of  understanding  was 
made  before  August  29.  1983. 

(D)  A  project  involving  the  development  of 
a  490.000  square  foot  mixed-use  buiddifg  at 
152  W.  57th  Street  and  7th  Avenue.  New 
York.  New  York,  the  estimated  cost  of  which 
is  $100,000,000.  and  with  respect  to  which  a 
building  permit  application  was  filed  in 
May  1986. 

(E)  A  mixed-use  project  containing  a  300 
unit,  12-story  hotel,  garage,  two  multi-rise 
office  buildings,  and  also  included  a  park, 
renovated  riverboat  and  barge  with  festival 
marketplace,  the  capital  outlays  for  which 
approximate  $68  million. 

(F)  The  construction  of  a  three-story  office 
building  that  will  serve  as  the  home  office 
for  an  insurance  group  and  its  affiliated 
companies,  with  respect  to  which  a  city 
agreed  to  transfer  its  ownership  of  the  land 
for  the  project  in  a  Redevelopment  Agree- 
ment executed  on  September  18.  198S,  once 
certain  conditions  are  met 

(G)  A  commercial  bank  formed  under  the 
laws  of  the  State  of  New  York  which  entered 
into  an  agreement  on  September  5,  1985.  to 
construct  its  headquarters  at  60  Wall  Street 
New  York.  New  York,  with  respect  to  such 
headquarters. 

(H)  Any  property  which  is  part  of  a  com- 
mercial and  residential  project  the  first 
phase  of  which  is  currently  under  construc- 
tion, to  be  developed  on  land  which  is  the 
subject  of  an  ordinance  passed  on  July  20. 
1981.  by  the  city  council  of  the  city  in  which 
such  land  is  located,  designating  such  land 
and  the  improvements  to  be  placed  thereon 
OS  a  residential-business  planned  develop- 
ment which  development  is  being  financed 
in  part  by  the  proceeds  of  industrial  devel- 
opment bonds  in  the  amount  of  $62,000 
issued  on  December  4.  1985. 

(28)  The  amendment  made  by  section  201 
shall  not  apply  to  an  $80  million  capital 
project  steel  seamless  tubular  casings  mini- 
mill  and  melting  facility  located  in  Youngs- 
town.  Ohio,  which  was  purchased  by  the  tax- 
payer in  April  1985.  and— 

(A)  the  purchase  and  renovation  of  which 
was  approved  by  a  committee  of  the  Board 
of  Directors  on  February  22.  1985.  and 

(B)  as  of  December  31.  1985.  more  than 
$20,000,000  was  incurred  or  committed  with 
respect  to  the  renovation. 

(29)  The  amendments  made  by  section  201 
shall  not  apply  to  any  project  for  residential 
rental  property  if- 

(A)  an  inducement  resolution  tcith  respect 
to  such  project  was  adopted  by  the  State 
housing  development  authority  on  January 
18.  1985.  and 

(B)  such  project  was  the  subject  of  law 
suits  filed  on  June  22.  1984,  and  November 
21.  1985. 

(30)  The  amendments  made  by  section  201 
shall  not  apply  to  a  30  megawatt  electric 
generating  facility  fueled  by  geothermal  and 
wood  waste,  the  approximate  cost  of  which 
is  <55  million,  and  with  respect  to  which  a 
30-year  power  sales  contract  was  executed 
on  March  22.  1985. 

(31)  The  amendments  made  by  section  201 
shall  not  apply  to  railroad  maintenance-of- 
way  equipment  with  respect  to  which  a 
Boston  bank  entered  into  a  firm  binding 
contract  with  a  major  northeastern  railroad 
before  March  2,  1986,  to  finance  $10.2  mil- 


24178 


Hon  0/  such  equipment,  if  all  of  the  equip- 
ment was  placed  in  service  before  August  1 
1986. 

1321  The  amendment  made  by  section  201 
shall  not  apply  to— 

<AJ  a  facility  constructed  on  approximate- 
ly seven  acres  of  land  located  on  Ogle's  Poso 
Creek  Oil  field,  the  primary  fuel  of  which 
icill  be  bituminous  coal  from  Utah  or  Wyo- 
ming, with  respect  to  which  an  application 
for  an  authority  to  construct  was  filed  on 
July  30.  1984.  an  authority  to  construct  was 
issued  on  February  28.  1985,  and  a  preven- 
tion of  significant  deterioration  permit  ap- 
plication was  submitted  on  June  17.  1985. 

(B)  a  facility  constructed  on  approximate- 
ly seven  acres  of  land  located  on  Teorco's 
Jasmin  oil  field,  the  primary  fuel  of  which 
will  be  bituminous  coal  from  Utah  or  Wyo- 
ming, with  respect  to  which  an  authority  to 
construct  was  filed  on  August  30.  1984,  an 
authority  to  construct  was  issued  on  May  4. 

1985,  and  a  prevention  of  significant  dete- 
rioration permit  application  was  submitted 
on  July  3,  1985. 

(CJ  the  Mountain  View  Apartments,  in 
Hadley.  Massachusetts. 

(DJ  a  facility  expected  to  have  a  capacity 
of  not  less  than  65  megawatts  of  electricity, 
the  steam  from  which  is  to  be  sold  to  a  pulp 
and  paper  mill,  with  respect  to  which  appli- 
cation was  made  to  the  Federal  Regulatory 
Commission  for  certification  as  a  qualified 
facility  on  November  1.  1985.  and  received 
such  certification  on  January  24,  1986. 

IE)  S2.2  million  of  equipment  ordered  on 
January  27.  1986.  in  connection  with  a 
60,000  square  foot  plant  that  was  completed 
in  1983. 

iFi  to  a  magnetic  resonance  imaging  ma- 
chine, with  respect  to  which  a  binding  con- 
tract to  purchase  was  entered  into  m  April 

1986,  in  connection  with  the  construction  of 
a  magnetic  resonance  imaging  clinic  with 
respect  to  which  a  Determination  of  Need 
certification  was  obtained  from  a  State  De- 
partment of  Public  Health  on  October  22, 
1985.  if  such  propertx  is  placed  in  service 
before  December  31.  1986. 

(G)  to  a  company  located  in  Salina. 
Kansas,  which  has  been  engaged  in  the  con- 
struction of  highways  and  city  streets  since 
1946.  but  only  to  the  extent  of  $1,410,000  of 
investment  in  new  section  38  property. 

IH)  to  a  S300,000  project  undertaken  by  a 
small  metal  finishing  company  located  in 
Minneapolis,  Minnesota,  the  fi^st  parts  of 
which  were  received  and  paid  for  in  Janu- 
ary 1986.  with  respect  to  which  the  company 
received  Board  approval  to  purchase  the 
largest  piece  of  machinery  it  has  ever  or- 
dered in  1985. 

<I)  A  tl.2  million  finishing  machine  that 
was  purchased  on  April  2.  1986  and  placed 
into  service  in  September  1986  by  a  compa- 
ny located  in  Davenport.  Iowa, 

(J)  A  25  megawatt  small  power  production 
facility,  with  respect  to  which  Qualifying 
Facility  status  no.  QF86-593-000  was  grant- 
ed on  March  5.  1986, 

(KJ  A  $600  million  250  megawatt  plant 
placed  in  service  by  the  Sierra  Pacific  Power 
Company, 

<L)  128  units  of  rental  housing  the  Point 
Gloria  Limited  Partnership, 

(MJ  Kenosha  Harbor,  in  Kenosha,  Wiscon- 
sin, 

(N)  Lakeland  Park  Phase  It.  in  Baton 
Rouge,  Louisiana, 

(0)  the  Santa  Rose  Hotel,  in  New  Orleans, 
Louisiana, 

(P)  the  Sheraton  Baton  Rouge,  in  Baton 
Rouge,  Louisiana, 

(QJ  $300,000  of  equipment  placed  in  serv- 
ice in  1986,  in  connection  with  the  renova- 
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tion  of  the  Best  Western  Townhouse  Con- 
vention Center  in  Cedar  Rapids.  Iowa, 

(R>  the  segment  of  a  nationwide  fiber 
optics  telecommunications  network  placed 
in  service  by  SouthemNet,  the  total  estimat- 
ed cost  of  which  is  $37  million, 

'S>  two  cogeneration  facilities,  placed  in 
service  by  the  Reading  Anthracite  Company, 
costing  approximately  $110  million  each, 
with  respect  to  which  filings  were  made  with 
the  Federal  Energy  Regulatory  Commission 
on  December  31.  1985.  and  which  are  located 
in  Pennsylvania, 

(T)  a  fiber  optics  network  placed  in  serv- 
ice by  Kansas  City  Southern  Industries,  the 
total  estimated  cost  of  which  is  $25  million, 
fUJ  3  newly  constructed  fishing  vessels, 
and  one  i^cs.iel  that  is  overhauled,  placed  in 
service  by  Mid  Coast  Marine,  but  only  to  the 
extent  of  $6.7  million  of  investment, 

I VI  $350,000  of  equipment  acquired  in  con- 
nection with  the  reopening  of  a  plant  in 
Bristol.  Rhode  Island,  which  plant  was  pur- 
chased by  Buttonwoods.  Ltd.,  Associates  on 
February  7.  1986. 

iW)  $4,046  million  of  equipment  placed  in 
service  by  Brendles  Inc..  acquired  in  con- 
nection with  a  Distribution  Center, 

(XI  a  multi-family  mixed-use  housing 
project  located  in  a  home  rule  city,  the 
zoning  for  which  was  changed  to  residential 
business  planned  development  on  November 
26.  1985,  and  with  respect  to  which  both  the 
home  rule  city  and  the  State  housing  fi- 
nance agency  adopted  inducement  resolu- 
tions on  December  20.  1985. 

fYl  the  Myrtle  Beach  Convention  Center, 
in  South  Carolina,  to  the  extent  of  $25  mil- 
lion of  investment,  and 

iZl  railroad  cars  placed  in  sen^ice  by  the 
Pullman  Leasing  Company,  pursuant  to  an 
April  3,  1986  purchase  order,  costing  ap- 
proximately $10  million 

1331  The  amendments  made  by  section  201 
shall  not  apply  to— 

lAl  $400,000  of  equipment  placed  in  serv- 
ice by  Super  Key  Market,  if  such  equipment 
is  placed  in  service  before  January  1.  1987. 
IB)  the  Trolley  Square  project,  the  total 
project  cost  of  which  is  $24.5  million,  and 
the  amount  of  depreciable  real  property  of 
which  is  $14. 7  million. 

ICi  a  waste-to-energy  project  in  Derry. 
New  Hampshire,  costing  approximtely  $60 
million. 

IDI  the  City  of  Los  Angeles  Co-composting 
project,  the  estimated  cost  of  which  is  $62 
million,  with  respect  to  which,  on  July  17. 

1985,  the  California  Pollution  Control  Fi- 
nancing Authority  issued  an  initial  resolu- 
tion in  the  maximum  amount  of  $75  million 
to  finance  this  project, 

IE)  the  St  Charles,  Missouri  Mixed-Use 
Center, 

IF)  Oxford  Place  in  Tulsa,  Oklahoma, 

IG)  an  amount  of  investment  generating 
$20  million  of  investment  tax  credits  attrib- 
utable to  property  used  on  the  Illinois  Diver- 
satch  Campus, 

IH)  $25  million  of  equipment  used  in  the 
Melrose  Park  Engine  Plant  that  is  sold  and 
leased  back  by  Navistar, 

II)  80  thousand  vending  machines,  for  a 
cost  approximating  $3.4  million  placed  into 
service  by  FoU  Vending  Co. 

I  J)  a  24  megawatt  alternative  energy  facil- 
ity placed  in  service  by  Peat  Products,  with 
respect  to  which  certification  by  the  Federal 
Energy  Regulatory  Commission  on  April  3, 

1986,  and 

IK)  Burbank  Manors,  in  Illinois. 

ibJ  Special  Rule  for  Certain 
PROPERTY.The  provisions  of  section  168(f)i8) 
of  the  Internal  Revenue  Code  of  1954  (as 
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amended  by  section  209  of  the  Tax  Equity 
and  Fiscal  Responsibility  Act  of  1982)  shall 
continue  to  apply  to  any  transaction  per- 
mitted by  reason  of  section  12(c)(2)  of  the 
Tax  Reform  Act  of  1984  or  section 
209(d)(1)(B)  of  the  Tax  Equity  and  Fiscal 
Responsibility  Act  of  1982. 
(c)  Applicable  Date  in  Certain  Cases.— 
(1)  Section  203(b)(2)  shall  be  applied  by 
substituting  "January  1,  1992"  for  January 
1.  1991 "  in  the  following  cases. 

(A)  in  the  case  of  a  2-unit  nuclear  powered 
electric  generating  plant  (and  equipment 
and  incidental  appurtenances),  constructed 
pursuant  to  contracts  entered  into  by  the 
owner  operator  of  the  facility  before  Decem- 
ber 31.  1975.  including  contracts  with  the 
engineer/constructor  and  the  nuclear  steam 
system  supplier,  such  contracts  shall  be 
treated  as  contracts  described  in  section 
203(bi(l)(A). 

IB)  a  cogeneration  facility  with  respect  to 
which  an  application  with  the  Federal 
Energy  Regulatory  Commission  was  filed  on 
August  2,  1985,  and  approved  October  15 
1985,  and 

(C)  in  the  case  of  a  1,300  megawatt  coal- 
fired  steam  powered  electric  generating 
plant  (and  related  equipment  and  inciden- 
tal appurtenances),  which  the  three  owners 
determined  in  1984  to  convert  from  nuclear 
power  to  coal  power  and  for  which  more 
than  $600  million  had  been  incurred  or  com- 
mitted for  construction  before  September  25, 
1985,  except  that  no  investment  tax  credit 
will  be  allowable  under  section  49ld)l3) 
added  by  section  2111a)  of  this  Act  for  any 
qualified  progress  expenditures  made  after 
December  31.  1990. 

12)  Section  203ib)l2)  shall  be  applied  by 
substituting  ''April  1.  1992"  for  the  applica- 
ble date  that  would  otherwise  apply,  in  the 
case  of  the  second  unit  of  a  twin  steam  elec- 
tric generating  facility  and  related  equip- 
ment which  was  granted  a  certificate  of 
public  convenience  and  necessity  by  a 
public  service  commission  prior  to  January 
1,  1982,  if  the  first  unit  of  the  facility  was 
placed  in  service  prior  to  January  1,  1985, 
and  before  September  26.  1985,  more  than 
$100,000,000  had  been  expended  toward  the 
construction  of  the  second  unit. 

13'  Section  203lb)i2)  shall  be  applied  by 
substituting  "January  1.  1990."  for  the  ap- 
plicable date  that  would  otherwise  apply  in 
the  case  of— 

lA)  new  commercial  passenger  aircraft 
used  by  a  domestic  airline,  if  a  binding  con- 
tract with  respect  to  such  aircraft  was  en- 
tered into  before  April  1,  1986,  and  such  air- 
craft has  a  present  class  life  of  12  years. 

IB)  a  pumped  storage  hydroelectric  project 
with  respect  to  which  an  application  was 
made  to  the  Federal  Energy  Regulatory  com- 
mission for  a  license  on  February  4,  1974, 
and  license  was  issued  August  1,  1977,  the 
project  number  of  which  is  2740, 

IC)  a  facility  for  the  manufacture  of  an 
improved  particleboard,  if— a  binding  con- 
tract to  purchase  such  equipment  was  exe- 
cuted March  3,  1986,  such  equipment  will  be 
placed  in  service  by  January  1,  1988,  and 
such  facility  is  located  in  or  near  Moncure, 
North  Carolina,  and 

(D)  a  newsprint  mill  in  Pend  Oreille 
county,  Washington,  costing  about  $290  mil- 

liOTl. 

(7)  The  amendments  made  by  section  201 
shall  not  apply  to  a  limited  amount  of  the 
follounng  property  or  a  limited  amount  of 
property  set  forth  in  submission  before  Sep- 
teml>er  16,  1986,  by  the  follounng  taxpayers— 

(A)  Arena  project,  Michigan, 


UMI 
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(B)  Campbell  Soup  Company.  Pennsylva- 
nia and  California, 

(C)  Overton,  Florida, 

(D)  Legett  and  Piatt, 

(E)  East  Bank  Housing  Project, 
IF)  Standard  Telephone  Company, 
(G)  Presidential  Air, 
<H)  Ann  Arbor  Railroad, 
(I)  Ada,  Michigan  Cogeneration, 
(J)  Anchor  Store  Project,  Michigan, 
<K)  Biogen  Power, 
ID  $14  million  of  television  transmitting 

towers  placed  in  service  by  Media  General, 
Inc.,  which  were  subject  to  binding  con- 
tracts as  of  January  21,  1986.  and  will  be 
placed  in  service  before  January  1,  1988, 

IM)  Hardage  Company, 

INI  Mesa  Airlines, 

lOJYam-spinning  equipment  used  at 
Spring  Cotton  Mills,  and 

IP)  328  units  of  low-income  housing  at  An- 
gelus  Plaza. 

Id)  Railroad  Grading  and  Tunnel 
Bores.  — 

11)  In  general.— In  the  case  of  expendi- 
tures for  railroad  grading  and  tunnel  bores 
which  were  incurred  by  a  common  carrier 
by  railroad  to  replace  property  destroyed  in 
a  disaster  occurring  on  or  about  April  17. 
1983.  near  Thistle.  Utah,  such  expenditures, 
to  the  extent  not  in  excess  of  $15,000,000. 
shall  be  treated  as  recovery  property  which 
IS  5-year  property  under  section  168  of  the 
Internal  Revenue  Code  of  1954  las  in  effect 
before  the  amendments  made  by  this  Act) 
and  which  is  placed  in  service  at  the  time 
such  expenditures  were  incurred. 

12)  Business  interruption  proceeds,— 
Business  interruption  proceeds  received  for 
loss  of  use.  revenues,  or  profits  in  connec- 
tion with  the  disaster  described  in  para- 
graph ID  and  devoted  by  the  taxpayer  de- 
scribed in  paragraph  ID  to  the  construction 
of  replacement  track  and  related  grading 
and  tunnel  bore  expenditures  shall  be  treat- 
ed as  constituting  an  amount  received  from 
the  ini-oluntary  conversion  of  property 
under  section  l633la)l2)  of  such  Code. 

13)  Effective  date.— This  subsection  shall 

apply  to  taxable  years  ending  after  April  17. 

1983. 
le)     Treatment     of     Certain     Disaster 

Losses.— 

11)  In  general.— In  the  case  of  a  disaster 
described  in  paragraph  12).  at  the  election  of 
the  taxpayer,  the  amendments  made  by  sec- 
tion 201  of  this  Act— 

lA)  shall  not  apply  to  any  property  placed 
in  service  during  1987  or  1988.  or 

IB)  shall  apply  to  any  property  placed  in 
service  during  1985  or  1986, 
which  is  property  to  replace  property  lost, 
damaged,  or  destroyed  in  such  disaster. 

12)  Disaster  to  which  section  applies.— 
This  section  shall  apply  to  a  flood  which  oc- 
curred on  November  3  through  7,  1985,  and 
which  was  declared  a  natural  disaster  area 
by  the  President  of  the  United  StaUs. 
Subtitle  B— Repeal  of  Regular  Investment 

Tax  Credit 

SEC.  211.  REPEAL  OF  REGULAR  INVESTMENT  TAX 
CREDIT. 

(a)  General  Rule.— Subpart  E  of  part  IV 
of  subchapter  A  of  chapter  1  (relating  to  in- 
vestment tax  credit)  is  amended  by  adding 
at  the  end  thereof  the  following  new  section: 

SEC.  4$.  TERMINATION  OF  RECVLAR  PERCENTAGE. 

"(a)  General  Rule.— For  purposes  of  deter- 
mining the  amount  of  the  investment  tax 
credit  determined  under  section  46,  the  regu- 
lar percentage  shall  not  apply  to  any  proper- 
ty placed  in  service  after  December  31,  198S. 

"(b)  Exceptions.— Subject  to  the  provi- 
Hona  of  subsections  (c)  and  (d>,  subsection 
<a)  shaU  Tiot  apply  to  the  following: 


"(1)  Transition  property.— Property 
which  is  transition  property  (within  the 
meaning  of  subsection  le)). 

"12)  Qualified  progress  expenditure  for 

PERIODS  BEFORE  JANUARY  1,    I9S6.—In  the  COSC 

of  any  taxpayer  who  has  made  an  election 
under  section  46(d)l6),  the  portion  of  the  ad- 
justed basis  of  any  progress  expenditure 
property  attributable  to  qualified  progress 
expenditures  for  periods  before  January  1. 
1986. 

"13)  Qualified  timber  property.— The  por- 
tion of  the  adjusted  basis  of  qualified  timber 
property  which  is  treated  as  section  38  prop- 
erty under  section  48  lallDlF). 

"ic)  35-Percent  Reduction  in  Credit  for 
Taxable  Years  After  1986.— 

"ID  Reduction  in  current  year  invest- 
ment CREDIT.— Any  portion  of  the  current 
year  business  credit^under  section  381b)  for 
any  taxable  year  beginning  after  June  30. 
1987.  which  is  attributable  to  the  regular  in- 
vestment credit  shall  be  reduced  by  35  per- 
cent. 

"12)  Unexpired  carryforwards  to  ist  tax- 
able  YEAR  BEGINNING  AFTER  JUNE  30.    1987.— 

Any  portion  of  the  business  credit  carryfor- 
ward under  section  38la)iD  attributable  to 
the  regular  investment  credit  which  has  not 
expired  as  of  the  close  of  the  taxable  year 
preceding  the  1st  taxable  year  of  the  taxpay- 
er beginning  after  June  30.  1987.  shall  be  re- 
duced by  35  percent 

"13)  Special  rule  for  taxable  years  begin- 
ning BEFORE  and  ending  AFTER  JULY  1.   1987.- 

In  the  case  of  any  taxable  year  beginning 
before  and  ending  after  July  1.  1987— 

■lA)  any  portion  of  the  current  year  busi- 
ness credit  under  section  38ib)  for  such  tax- 
able year,  or 

"IB)  any  portion  of  the  business  credit 
carryforward  under  section  38ia)ID  to  such 
year. 

which  IS  attributable  to  the  regular  invest- 
ment credit  shall  be  reduced  by  the  applica- 
ble percentage. 

•14)  Treatment  OF  disallowed  credit.— 

"lA)  In  general.— The  amount  of  the  re- 
duction of  the  regular  investment  credit 
under  paragraphs  ID  and  12 1  shall  nal  be  al- 
lowed as  a  credit  for  any  taxable  year. 

"IB)  No  CARRYBACK  FOR  YEAR  STRADDLING 
JULY   I.    I9B7;  GROSS   UP  OF  CARRYFORWARDS.^ 

The  amount  of  the  reduction  of  the  regular 
investment  credit  under  paragraph  13)— 

"(i)  may  not  be  carried  back  to  any  tax- 
able year,  but 

"(ii)  shall  be  added  to  the  carryforwards 
from  the  taxable  year  before  applying  para- 
graph (2). 

"15)  Definitions  and  special  rules.— For 
purposes  of  this  subsection— 

"lA)  Applicable  percentage. -The  term 
applicable  percentage'  means,  with  respect 
to  a  taxable  year  beginning  before  and 
ending  after  July  1.  1987.  the  percentage 
which  iKars  the  same  ratio  to  35  percent 
as— 

"(i)  the  number  of  months  in  such  taxable 
year  after  June  30,  1987,  bears  to 

"(ii)  the  number  of  months  in  such  taxable 
year. 

"(B)  Regular  investment  credit.— 

"(i)  In  general.— The  term  regular  invest- 
ment credit'  has  the  meaning  given  such 
term  by  section  48(o). 

"(ii)  Exception  for  timber  property.— 
The  term  'regular  investment  credit'  shall 
not  include  any  portion  of  the  regular  in- 
vestment credit  which  is  attributable  to  sec- 
tion 38  property  descnbed  in  section 
48(a)(1)(F). 

"(C)  Portion  of  credits  attributable  to 
REGULAR  investment  CREDIT.— The  portion  of 


any  current  year  business  credit  or  business 
credit  carryforward  which  is  attributable  to 
the  regular  investment  credit  shall  be  deter- 
mined on  the  basis  that  the  regular  invest- 
ment credit  is  used  first 
"Id)  Full  Basis  Adjustment.— 
"ID  In  general.— In  the  case  of  periods 
after  December  31,  1985,  section  48(q)  (relat- 
ing to  basis  adjustment  to  section  38  proper- 
ty) shall  be  applied  with  respect  to  transac- 
tion property— 

"(A)  by  substituting  100  percent'  for  'SO 
percent'  in  paragraph  11).  and 

"IB)  iDithout  regard  to  paragraph  (41 
thereof  (relating  to  election  of  reduced  credit 
in  lieu  of  basis  adjustment). 

"12)  Special  rule  for  qualified  progress 
expenditures.— If  the  taxpayer  made  an  elec- 
tion under  section  48(q)l4)  with  respect  to 
any  qualified  progress  expenditures  for  peri- 
ods before  January  1.  1986— 

"lA)  paragraph  U)  shall  not  apply  to  the 
portion  of  the  adjusted  basis  attributable  to 
such  expenditures,  and 

"IB)  such  election  shall  not  apply  to  such 
expenditures  for  periods  after  Decemt>er  31. 
1985. 

"le)  Transition  Property.— For  purposes 
of  this  section— 

"ID  Tra.wsition  property.— The  term  'tran- 
sition properly'  means  any  property  placed 
in  service  after  December  31.  1985,  and  to 
which  the  amendments  made  by  section  201 
of  the  Tax  Reform  Act  of  1986  do  not  apply, 
except  that  in  making  such  determination— 
"lA)  section  203ia)iDiA)  of  such  Act  shall 
be  applied  by  substituting  1985' for  1986'. 

■IB)  sections  203ib)il)  and  204ia)i3l  of 
such  Act  shall  be  applied  by  substituting 
•December  31,  1985' for  March  1.  1986'. 

■•IC)  i«  the  case  of  transition  property 
with  a  class  life  of  less  than  7  years— 

■Ii)  section  203(b)(2)  of  such  Act  shall 
apply,  and 

■'Hi)  in  the  case  of  property  with  a  class 
life- 

'•III  of  less  than  5  years,  the  applicable 
date  shall  be  July  1.  1986.  and 

••III)  at  least  5  years,  but  less  than  7  years, 
the  applicable  date  shall  be  January  1.  1987, 
and 

"(Dl  section  203ib)i3i  shall  be  applied  by 
substituting  '1986' for  '1987'. 

"121  Treatment  of  progress  expend)- 
tures.—No  progress  expenditures  for  periods 
after  December  31.  1985.  with  respect  to  any 
property  shall  be  taken  into  account  for  pur-  ■ 
poses  of  applying  the  regular  percentage 
unless  it  is  reasonable  to  expect  that  such 
property  will  be  transition  property  when 
placed  in  service.  If  any  progress  expendi- 
tures are  taken  into  account  by  reason  of  the 
preceding  sentence  and  subsequently  there  is 
not  a  reasonable  expectation  that  such  prop- 
erty would  be  transition  property  when 
placed  in  service,  the  credits  attributable  to 
progress  expenditures  with  respect  to  such 
property  shall  be  recaptured  under  section 
47." 

ibl  Normalization  Rules.— If,  for  any  tax- 
able year  l>eginning  after  December  31.  1985, 
the  requirements  of  paragraph  111  or  121  of 
section  46lfl  of  the  InUmal  Revenue  Code  of 
1986  are  not  met  with  respect  to  public  utili- 
ty property  to  which  the  regular  percentage 
applied  for  purposes  of  determining  the 
amount  of  the  investment  tax  credit- 
ID  all  credits  for  open  taxable  years  as  of 
the  time  of  the  final  determination  referred 
to  in  section  46(f)(4)(A)  of  such  Code  shaU 
be  recaptured,  and 

(2)  if  the  amount  of  the  taxpayer's  una- 
mortized  credits  (or  the  credits  not  previous- 
ly restored  to  rate  base)  with  respect  to  such 
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property  (whether  or  not  for  open  years/  ex 
ceeds  the  amount  re/erred  to  in  paragraph 
ID,  the  taxpayer's  tax  for  the  taxable  year 
shall  be  increased  by  the  amount  of  such 
excess. 

If  any  portion  of  the  excess  described  in 
paragraph  (2)  is  attributable  to  a  credit 
which  is  allowable  as  a  carryover  to  a  tax- 
able year  beginning  after  December  31,  1985, 
in  lieu  of  applying  paragraph  12)  with  re- 
spect to  such  portion,  the  amount  of  such 
carryover  shall  be  reduced  by  the  amount  of 
such  portion.  Rules  similar  to  the  rules  of 
this  subsection  shall  apply  in  the  case  of  any 
property  with  respect  to  which  the  reguire- 
ments  of  section  46(f)(9t  of  such  Code  are 
met 

Ic)  Conforming  Amendment.— The  table  of 
sections  for  subpart  E  of  part  IV  of  subchap- 
ter A  of  chapter  1  is  amended  by  adding  at 
the  end  thereof  the  following  new  item: 
"Sec.  49.  Termination  of  regular  percent- 
age. " 

'd>  Exception  for  Certain  Aircraft  Used 
IN  Alaska.— 

11)  The  amendments  made  by  subsection 
fa)  shall  not  apply  to  property  originally 
placed  in  service  after  December  29,  1982. 
and  before  August  1.  1985,  by  a  corporation 
incorporated  in  Alaska  on  May  21,  1953.  and 
used  by  it— 

lA)  in  part,  for  the  transportation  of  mail 
for  the  United  States  Postal  Service  in  the 
State  of  Alaska,  and 

(B>  in  part,  to  provide  air  service  in  the 
State  of  Alaska  on  routes  which  had  previ- 
ously been  served  by  an  air  carrier  that  re- 
ceived compensation  from  the  Civil  Aero- 
nautics Board  for  providing  service. 

12)  In  the  case  of  property  described  in 
subparagraph  (A)- 

(A)  such  property  shall  be  treated  as  recov- 
ery property  described  in  section  208(d)(5) 
of  the  Tax  Equity  and  Fiscal  Responsibility 
Act  of  1982  C'TEFRA"): 

(B)  "48  months'  shall  be  substituted  for  "3 
months"  each  place  it  appears  in  applying— 

(i)  section  48(b)(2)(B)  of  the  Code,  and 
(ii)  section  168(f)(8)(D)  of  the  Code  (as  in 
effect  after  the  amendments   made  by  the 
Technical  Corrections  Act  of  1982  but  before 
the  amendments  made  by  TEFRA);  and 

(C)  the  limitation  of  section 
168(p(8/(D)(ii)(III)  (as  then  in  effect)  shall 
be  read  by  substituting  "the  lessee's  original 
cost  basis.",  for  "the  adjusted  basis  of  the 
lessee  at  the  time  of  the  lease. ". 

(3)  The  aggregate  amount  of  property  to 
which  this  paragraph  shall  apply  shall  not 
exceed  $60,000,000. 

(e)  Effective  Date.— 

(1)  In  general.— Except  as  provided  m  this 
subsection,  the  amendments  made  by  this 
section  shall  apply  to  property  placed  in 
service  after  December  31,  1985.  in  taxable 
years  ending  after  such  date. 

(2)  Exceptions  for  certain  films.— For 
purposes  of  determining  whether  any  prop- 
erty is  transition  property  within  the  mean- 
ing of  section  49(e)  of  the  Internal  Revenue 
Code  of  1986- 

(A)  in  the  case  of  any  motion  picture  or 
television  film,  construction  shall  be  treated 
as  including  production  for  purposes  of  sec- 
tion 203(b)fl)  of  this  Act,  and  wntten  con- 
temporary evidence  of  an  agreement  (in  ac- 
cordance with  industry  practice)  shall  be 
treated  as  a  written  binding  contract  for 
such  purposes, 

(B)  in  the  case  of  any  Ulevision  film,  a  li- 
cense agreement  or  agreement  for  produc- 
tion services  between  a  television  network 
ond  a  producer  shall  be  treated  as  a  binding 
contract  for  purposes  of  section  203(b)(1)(A) 
of  this  Act,  and 
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(C)  a  motion  picture  film  shall  be  treated 
as  described  in  section  203(b)(1)(A)  of  this 
Act  if— 

(i)  funds  were  raised  pursuant  to  a  public 
offering  before  September  26.  1985,  for  the 
production  of  such  film, 

(ii)  40  percent  of  the  funds  raised  pursu- 
ant to  such  public  offering  are  being  spent 
on  films  the  production  of  which  com- 
menced before  such  date,  and 

(Hi)  all  of  the  films  funded  by  such  public 
offering  are  required  to  be  distributed  pursu- 
ant to  distribution  agreements  entered  into 
before  September  26,  1985. 

(3)  Normalization  RVLES.—The  provisions 
of  subsection  (b)  shall  apply  to  any  viola- 
tion of  the  normalization  requirements 
under  paragraph  (1)  or  (2)  of  section  46(f)  of 
the  Internal  Revenue  Code  of  1986  occurring 
in  taxable  years  ending  after  December  31 
1985. 

(4)  Additional  exceptions.  — 

(A)  Paragraphs  (c)  and  (d)  of  section  49  of 
the  Internal  Revenue  Code  of  1954  shall  not 
apply  to  any  continuous  caster  facility  for 
slabs  and  blooms  which  is  subject  to  a  lease 
and  which  is  part  of  a  project  the  second 
phase  of  which  is  a  continuous  slab  caster 
which  was  placed  in  service  before  December 
31.  1935. 

(Bi  For  purposes  of  determining  whether 
an  automobile  manufacturing  facility  (in- 
cluding equipment  and  incidental  appurte- 
nances) is  transition  property  within  the 
meaning  of  section  49(e),  property  with  re- 
spect to  which  the  Board  of  Directors  of  an 
automobile  manufacturer  formally  ap- 
proved the  plan  for  the  project  on  January  7, 

1985  shall  be  treated  as  transition  property, 
but  only  with  respect  to  $70  million  of  regu- 
lar investment  tax  credits. 

SKC.  212.  EFFECTIVt:  li-YEAR  CARRYBACK  Of  EXIST- 

i.\G  carryi-orwards  of  steel  co.v- 

PAMES. 

(a)  General  Rule.- If  a  qualified  corpora- 
tion makes  an  election  under  this  section  for 
its  1st  taxable  year  beginning  after  Decem- 
ber 31.  1986,  with  respect  to  any  portion  of 
its  existing  carryforwards,  the  amount  de- 
termined under  subsection  (b)  shall  be  treat- 
ed as  a  payment  against  the  tax  imposed  by 
chapter  1  of  the  Internal  Revenue  Code  of 

1986  made  by  such  corporation  on  the  last 
day  prescribed  by  law  (without  regard  to  ex- 
tensions) for  filing  its  return  of  tax  under 
chapter  1  of  such  Code  for  such  1st  taxable 
year. 

(b)  Amount.— For  purposes  of  subsection 
(a),  the  amount  determined  under  this  sub- 
section shall  be  the  lesser  of— 

(1)  50  percent  of  the  portion  of  the  corpo- 
ration's existing  carryforwards  to  which  the 
election  under  subsection  (a)  applies,  or 

(2)  the  corporation's  net  tax  liability  for 
the  carryback  period. 

(c)  Corporation  Making  Election  May 
Not  Use  Same  Amounts  Under  Section  38.— 
In  the  case  of  a  qualified  corporation  which 
makes  an  election  under  subsection  (a),  the 
portion  of  such  corporation's  existing  carry- 
forwards to  which  such  an  election  applies 
shall  not  be  taken  into  account  under  sec- 
tion 38  of  the  Internal  Revenue  Code  of  1986 
for  any  taxable  year  beginning  after  Decem- 
ber 31.  1986. 

(d)  Net  Tax  UASiLrrv  for  Carryback 
Period.— For  purposes  of  this  section— 

(1)  In  general.— a  corporation's  net  tax  li- 
ability for  the  carryback  period  is  the  aggre- 
gate of  such  corporation  s  net  tax  liability 
for  taxable  years  in  the  carryback  period. 

(2)  Net  tax  UABiLirv.-The  term  "net  tax 
liability  "  means,  with  respect  to  any  taxable 
year,    the  amount   of  the   tax   imposed   by 
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chapter  1  of  the  Internal  Revenue  Code  of 
1954  for  such  taxable  year,  reduced  by  the 
sum  of  the  credits  allowable  under  part  IV  of 
subchapter  A  of  such  chapter  1  (other  than 
section  34  thereof).  For  purposes  of  the  pre- 
ceding sentence,  any  tax  treated  as  not  im- 
posed by  chapter  1  of  such  Code  under  sec- 
tion 26(b)(2)  of  such  Code  shall  not  be  treat- 
ed as  tax  imposed  by  such  chapter  1. 

(3)  Carryback  period.— The  term  "carry- 
back period"  means  the  period— 

(A)  which  begins  with  the  corporation's 
15th  taxable  year  preceding  the  1st  taxable 
year  from  which  there  is  an  unused  credit 
included  in  such  corporation's  existing  car- 
ryforwards (but  in  no  event  shall  such 
period  begin  before  the  corporation's  1st  tax- 
able year  ending  after  December  31,  1961), 
and 

(B)  which  ends  with  the  corporation 's  last 
taxable  year  beginning  before  Januarv  1 
1986.  ■ 

(e)  No  Recomputation  of  Minimum  Tax. 
Etc.— Nothing  in  this  section  shall  be  con- 
strued to  affect— 

(1)  the  amount  of  the  tax  imposed  by  sec- 
tion 56  of  the  Internal  Revenue  Code  of 
1986,  or 

(2)  the  amount  of  any  credit  allowable 
under  such  Code, 

for  any  taxable  year  in  the  carryback  period. 
(fl  Reinvestment  Requirement- 

(1)  In  general.— Any  amount  determined 
under  this  section  must  be  committed  to  re- 
investment in,  and  modernisation  of  the 
steel  industry  through  investment  in 
modem  plant  and  equipment,  research  and 
development.  and  other  appropriate 
projects,  such  as  working  capital  for  steel 
operations  and  programs  for  the  retraining 
of  steel  workers. 

(2)  General  RVLE.—In  this  section  applies 
to  LTV  Corporation  in  lieu  of  the  require- 
ments of  paragraph  (1) 

(A)  such  corporation  shall  place  such 
refund  in  a  separate  account;  and 

(B)  amounts  in  such  separate  account— 
(i)  shall  only  be  used  by  the  corporation— 

(I)  to  purchase  an  insurance  policy  which 
provides  that,  in  the  event  the  corporation 
becomes  involved  in  a  title  11  or  similar 
case  (as  defined  in  section  368(a)(3)(A)  of 
the  Internal  Revenue  Code  of  1954),  the  in- 
surer will  provide  life  and  health  insurance 
coverage  during  the  1-year  period  beginning 
on  the  date  such  inolvement  begins  to  any 
individual  with  respect  to  whom  the  corpo- 
ration would  (but  for  such  involvement) 
have  been  obligated  to  provide  such  cover- 
age the  coverage  provided  by  the  insurer  will 
be  identical  to  the  coverage  which  the  corpo- 
ration would  (but  for  such  involvement) 
have  been  obligated  to  provide,  and  provides 
that  the  payment  of  insurance  premiums 
will  not  be  required  during  such  1-year 
period  to  keep  such  policy  in  force,  or 

(II)  directly  in  connection  with  the  trade 
or  business  of  the  corporation  in  the  manu- 
facturer or  production  of  steel;  and 

(ii)  shall  be  used  (or  obligated)  for  pur- 
poses described  in  clause  (i)  not  later  than  3 
months  after  the  corporation  receives  the 
refund. 

(g)  Definitions.— For  purposes  of  this  sec- 
tion— 

(1)  Qualified  corporation.— 

(A)  In  general.— The  term  "qualified  cor- 
poration" means  any  corporation  which  is 
described  in  section  806(b)  of  the  Steel 
Import  Stabilization  Act  and  a  company 
which  was  unincorporated  on  February  11, 
1983,  in  Michigan. 

(B)  Certain  predecessors  included.— In 
the  case  of  any  qualified  corporation  which 
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has  carryforward  attributable  to  a  predeces- 
sor corporation  described  in  such  section 
806(b),  the  qualified  corporation  and  the 
predecessor  corporation  shall  be  treated  as  1 
corporation  for  purposes  of  subsections  (d) 
and  (e). 

(2)  Existing  carryforwards.— The  term 
"existing  carryforward"  means  the  aggre- 
gate of  the  amounts  which— 

(A)  are  unused  btisiness  credit  carryfor- 
wards to  the  taxpayer's  1st  taxable  year  be- 
ginning after  December  31,  1986  (determined 
vxithout  regard  to  the  limitations  of  section 
38(c)  and  any  reduction  under  section  49  of 
the  Internal  Revenue  Code  of  1986).  and 

(B)  are  attributable  to  the  amount  of  the 
regular  investment  credit  determined  under 
section  46(a)(1)  of  such  Code  (relating  to 
regular  percentage),  or  any  corresponding 
provision  of  prior  law.  determined  on  the 
basis  that  the  regular  investment  credit  was 
used  first. 

SEC.  213.  EFFECTIVE  IS-YEAR  CARRYBACK  OF  EXIST- 
l.\C,  CARRYFORWARDS  OF  UiALIFIEI) 
FARMERS. 

(a)  General  Rule.— If  a  taxpayer  who  is  a 
qualified  farmer  makes  an  election  under 
thU  section  for  its  1st  taxable  year  begin- 
ning after  December  31.  1986.  with  respect  to 
any  portion  of  its  eiUting  carryforwards, 
the  amount  determined  under  s'lbsection  (b) 
shall  be  treated  as  a  payment  against  the 
lax  imposed  by  chapter  1  of  the  Internal 
Revenue  Code  of  1986  made  by  such  taxpay- 
er on  the  last  day  prescribed  by  law  iwithout 
regard  to  extensions)  for  filing  its  return  of 
tax  under  chapter  1  of  such  Code  for  such 
1st  taxable  year. 

(b)  Amount.— For  purposes  of  subsection 
la),  the  amount  determined  under  this  sub- 
section shall  be  equal  to  the  smallest  of- 

(1)  50  percent  of  the  portion  of  the  taxpay- 
er's existing  carryforwards  to  which  the  elec- 
tion under  subsection  (a)  applies, 

(2)  the  taxpayer's  net  tax  liability  for  the 
carryback  period  (within  the  meaning  of 
section  212(d)  of  this  Act),  or 

(3)  $750. 

(c)  Taxpayer  Making  Election  May  Not 
Use  Same  Amounts  Under  Section  38.— In 
the  case  of  a  qualified  farmer  who  makes  an 
election  under  subsection  (a),  the  portion  of 
such  farmer's  existing  carryforwards  to 
which  such  an  election  applies  shall  not  be 
taken  into  account  under  section  38  of  the 
Internal  Revenue  Code  of  1986  for  any  tax- 
able year  beginning  after  December  31,  1986. 

(d)  No  Recomputation  of  Minimum  Tax, 
Etc.— Nothing  in  this  section  shall  be  con- 
strued to  affect— 

(1)  the  amount  of  the  tax  imposed  by  sec- 
tion 56  of  the  Internal  Revenue  Code  of 
1954,  or 

(2)  the  amount  of  any  credit  allowable 
under  such  Code, 

for  any  taxable  year  in  the  carryback  period 
(within  the  meaning  of  section  212(d)(3)  of 
this  Act). 

(e)  Definitions  and  Special  Rules.— For 
purposes  of  this  section— 

(1)  QuAUFiED  farmer.— The  term  "qualified 
farmer"  means  any  taxpayer  who,  during 
the  3-taxable  year  period  preceding  the  tax- 
able year  for  which  an  election  is  made 
under  subsection  (a),  derived  50  percent  or 
more  of  the  taxpayer's  gross  income  from  the 
trade  or  bitsiness  of  farming. 

(2J  Existing  carryforward.— The  term 
"existing  carryforward"  means  the  aggre- 
gate of  the  amounts  tahich— 

(A)  are  unused  business  credit  carryfor- 
voards  to  the  taxpayer's  1st  taxabU  year  be- 
ginning after  December  31,  1986  (deUrmined 
withoxU  regard  to  the  limitations  of  section 


38(c)  of  the  Internal  Revenue  Code  of  1986), 
and 

(B)  are  attributable  to  the  amount  of  the 
investment  credit  determined  under  section 
46(a)  of  such  Code  (or  any  corresponding 
provision  of  prior  law)  with  respect  to  sec- 
tion 38  property  which  was  used  by  the  tax- 
payer in  the  trade  or  business  of  farming, 
determined  on  the  basis  that  such  credit  was 
used  first 

(3)  Farming.— The  term  "farming"  has  the 
meaning  given  such  term  by  section 
2032A(e)  14)  and  (5)  of  such  Code. 

Subtitle  C— General  Business  Credit 
Reduction 


SEC.  221.  REDlCTlOy  IS  TAX  LIABILITY  WHICH  MAY 
BE  OFFSET  BY  BISISESS  CREDIT  FROM 
8i  PERCEST  TO  7S  PERCEST. 

(a)  In  General.— Subparagraph  IB)  of  sec- 
tion 38(c)(1)  (relating  to  limitation  based 
on  amount  of  tax)  is  amended  by  striking 
out  "85  percent"  and  inserting  in  lieu  there- 
of "75  percent". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  tax- 
able years  beginning  after  December  31. 
1985. 

Subtitle  D— Research  and  Development 
Provisions 

SEC  231.  AMESDMESTS  RELATISG  TO  CREDIT  FOR 
l\CREASI.\C  RESEARCH  ACTIVITIES. 

la)  3-Year  Extension  of  the  Research 
Credit.— 

11)   In  aENERAL.—Section   30   Irelating   to 
credit  for  increasing  research  activities)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 
•fh)  Termination.— 

-Ill  In  general.— This  section  shall  not 
apply  to  any  amount  paid  or  incurred  after 
December  31.  1988. 

"12)  Computation  of  base  period  ex- 
penses.—In  the  case  of  any  taxable  year 
which  begins  before  January  1.  1989,  and 
ends  after  December  31,  1988,  any  amount 
for  any  base  period  with  respect  to  such  tax- 
able year  shall  be  the  amount  which  bears 
the  same  ratio  to  such  amount  for  such  base 
period  as  the  number  of  days  in  such  taxable 
year  before  January  1,  1989,  bears  to  the 
total  number  of  days  in  such  taxable  year. " 
12)  Conforming  amendment.— Subsection 
Id)  of  section  221  of  the  Economic  Recovery 
Tax  Act  of  1981  is  amended— 

lA)  by  striking  out  ",  and  before  January 
1,  1986"  in  paragraph  d).  and 

(B)  by  striking  out  the  last  sentence  of 
paragraph  (2)(A). 

(b)  Definition  of  Qualified  Research;  Cer- 
tain Research  Not  Eligible  for  Credit.— 
Subsection  (d)  of  section  30  (defining  quali- 
fied research)  is  amended  to  read  as  follows: 
"(d)  QuAUFiED  Research  Defined.— For 
purposes  of  this  section— 

"(1)  In  general.— The  Una  qualified  re- 
search' means  research— 

"(A)  with  respect  to  which  expenditures 
may  be  treated  as  expenses  under  section 
174, 

"(B)  which  is  undertaken  for  the  purpose 
of  discovering  information— 
"(i)  which  is  technological  in  nature,  and 
"(ii)  the  application  of  which  is  intended 
to  be  useful  in  the  development  of  a  new  or 
tmproced  business  component  of  the  taxpay- 
er, and 

"(C)  substantially  aU  of  the  activities  of 
which  constituU  elemenU  of  a  process  of  ex- 
perimentation for  a  purpose  described  in 
paragraph  (3). 

Such  Urm  does  not  inclwie  any  activity  de- 
scribed in  paragraph  (41. 


"(2)  Tests  to  be  appued  separately  to 

EACH  BUSINESS   COMPONENT.— For  purpOSeS   Of 

this  subsection— 

"(A)  In  general.— Paragraph  (1)  shall  be 
applied  separately  with  respect  to  each  busi- 
ness component  of  the  taxpayer. 

"(B)  Business  component  DsnNED.—The 
term  "business  component'  means  any  prod- 
uct process,  computer  software,  technique, 
formula,  or  invention  which  is  to  be— 
"(i)  held  for  sale,  lease,  or  license,  or 
"(ii)  used  by  the  taxpayer  in  a  trade  or 
business  of  the  taxpayer. 

'(C)  Special  rule  for  production  proc- 
esses.—Any  plant  process,  machinery,  or 
technique  for  commercial  production  of  a 
business  component  shall  be  treated  as  a 
separate  business  component  land  not  as 
part  of  the  business  component  being  pro- 
duced). 

"(3)  Purposes  for  which  research  may 
QUALIFY  FOR  CREDIT.— For  purposcs  of  para- 
graph IDIO— 

"lA)  In  GENERAL.— Research  shall  be  treated 
as  conducted  for  a  purpose  described  in  this, 
paragraph  if  it  relates  to— 
"Ii)  a  new  or  improved  function, 
"(ii)  performance,  or 
"(Hi)  reliability  or  quality. 
"(B)  Certain  purposes  not  quaufied.— Re- 
search shall  in  no  event  be  treated  as  con- 
ducted  for  a  purpose  described  in  this  para- 
graph if  it  relates  to  style,  taste,  cosmetic,  or 
seasonal  design  factors. 

"14)  Activities  for  which  credit  not  al- 
lowed.— The  term  'qualified-  research'  shall 
not  include  any  of  the  following: 

"lA)  Research  after  commercial  produc- 
TioN.—Any  research  conducted  after  the  be- 
ginning of  commercial  production  of  the 
business  component 

■IB)  Adaptation  of  existing  business  com- 
ponents.—Any  research  related  to  the  adap- 
tation of  an  existing  business  component  to 
a  particular  customer's  requirement  or  need. 
■■iC)    Duplication    of   existing    business 
COMPONENT. -Any  research  related  to  the  re- 
production of  an  existing  business  compo- 
nent lin  whole  or  in  part)  from  a  physical 
examination    of    the    business    component 
itself  or  from   plans,    blueprints,    detailed 
specifications,   or  publicly  available  infor- 
mation with  respect  to  such  business  compo- 
nent 
"ID)  Surveys,  studies,  etc.— Any— 
"(i)  efficiency  survey. 

"(ii)  activity  relating  to  management 
function  or  technique, 

"(Hi)  market  research,  Usting,  or  develop- 
ment (including  advertising  or  promotions), 
"(iv)  routine  data  collection,  or 
"(v)  routine  or  ordinary  testing  or  inspec- 
tion for  quality  control 

"(E)  Computer  software.— Except  to  the 
extent  provided  in  regulations,  any  research 
with  respect  to  computer  software  which  ia 
developed  by  (or  for  the  benefit  of)  the  tax- 
payer primarily  for  internal  use  by  the  tax- 
payer, other  than  for  use  in— 

"(i)  an  activity  which  constituUs  quali- 
fied research  (deUrmined  with  regard  to  this 
subparagraph),  or 

"(ii)  a  production  process  with  respect  to 
which  the  requirements  of  paragraph  (1)  are 
met 

"(F)  Foreign  research.— Any  research  con- 
ducted outside  the  United  States. 

"(G)  Social  sciences,  etc.— Any  research 
in  the  social  sciences,  arts,  or  humanities. 

"(H)  Funded  research.— Any  research  to 
the  extent  funded  by  any  grant  contract  or 
otherwise  by  another  person  (or  governmen- 
tal entity). " 
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id  Reduction  in  Credit:  Credit  for  Basic 
Research  Payments  to  Qvaufied  Organiza- 
tions.— 

<V  In  general.— Subsection  (a)  of  section 
30  is  amended  to  read  as  follows: 

"(ai  General  Rule.- For  purposes  of  sec- 
tion 38.  the  research  credit  determined 
under  this  section  for  the  taxable  year  shall 
be  an  amount  equal  to  the  sum  of— 

"11/  20  percent  of  the  excess  (if  any)  of— 

"(A)  the  qualified  research  expenses  for  the 
taxable  year,  otter 

"(Bl  the  base  period  research  expenses, 
and 

"(2)  20  percent  of  the  ba^ic  research  pay- 
ments determined  under  subsection 
(e)llliAI." 

(2)  Definitions  and  special  rules  relating 
to  payments  for  basic  research —Subsec- 
tion (el  of  section  30  (relating  to  credit 
available  with  respect  to  certain  basic  re- 
search by  colleges,  universities,  and  certain 
research  organizations!  is  amended  to  read 
as  follows: 

"(el  Credit  Allowable  With  Respect  to 
Certain  Payments  to  Qualified  Organiza- 
tions FOR  Basic  Research.— For  purposes  of 
this  section— 

"(IJ  In  general.— In  the  case  of  any  tax- 
payer who  makes  basic  research  payments 
for  any  taxable  year— 

"(A)  the  amount  of  basic  research  pay- 
ments taken  into  account  under  subsection 
(a)(2i  shall  be  equal  to  the  excess  of— 

"(il  such  basic  research  payments,  over 

"(ill  the  qualified  organization  base 
period  amount,  and 

"(Bl  that  portion  of  such  basic  research 
payments  which  does  not  exceed  the  quali- 
fied organization  base  period  amount  shall 
be  treated  as  contract  research  expenses  for 
purposes  of  subsection  (aXli. 

"(2)  Basic  research  payments  defined.— 
For  purposes  of  this  subsection— 

"(A/  In  general.— The  term  'basic  research 
payment'  means,  with  respect  to  any  taxable 
year,  any  amount  paid  in  cash  during  such 
taxable  year  by  a  corporation  to  any  quali- 
fied organization  for  basic  research  but  only 
if— 

"(i)  such  payment  is  pursuant  to  a  written 
agreement  between  such  corporation  and 
such  qualified  organization,  and 

"(Hi  such  basic  research  is  to  be  performed 
by  such  qualified  organization. 

"(Bl  Exception  to  requirement  that  re- 
search BE  PERFORMED  BY  THE  ORGANIZATION.— 

In  the  case  of  a  qualified  organization  de- 
scribed in  subparagraph  (C)  or  (D)  of  para- 
graph (6),  clause  (HI  of  subparagraph  (AI 
shall  not  apply. 

"13)    QUAUFIED    ORGANIZATION   BASE   PERIOD 

AMOUNT.— For  purposes  of  this  subsection, 
the  term  'qualified  organization  base  period 
amount'  means  an  amount  equal  to  the  sum 
of— 

"lA)  the  minimum  6asic  research  amount, 
plus 
"(Bl  the  maintenance-of-effort  amount 
"(4)  Minimum  basic  research  amount.— For 
purposes  of  this  subsection— 

"(A)  In  aENERAL.—The  term  'minimum 
basic  research  amount'  means  an  amount 
equal  to  the  greater  of— 

"(i)  1  percent  of  the  average  of  the  sum  of 
amounts  paid  or  incurred  during  the  base 
period  for— 
"ID  any  in-house  research  expenses,  and 
"<W  any  contract  research  expenses,  or 
"fiiJ  the  amounts  treated  as  contract  re- 
search expenses  during  the  base  period  by 
reason  of  this  sul>section  (as  in  effect  during 
the  base  period). 

"(B)  Floor  amount.— Except  in  the  case  of 
a  taxpayer  which  was  in  existence  during  a 
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taxable  year  (other  than  a  short  taxable 
year)  in  the  base  period,  the  minimum  basic 
research  amount  for  any  base  period  shall 
not  be  less  than  50  percent  of  the  basic  re- 
search payments  for  the  taxable'  year  for 
which  a  determination  is  being  made  under 
this  subsection. 

"(51  Maintenance-of-effort  amount.— For 
purposes  of  this  subsection— 

"(A)  In  general.— The  term  maintenance- 
of-effort  amount'  means,  with  respect  to  any 
taxable  year,  an  amount  equal  to  the  excess 
(if  any)  of— 
"(i)  an  amount  equal  to— 
"(Il  the  average  of  the  nondesignated  uni- 
versity contributions  paid  by  the  taxpayer 
during  the  base  period,  multiplied  by 

"(II)  the  cost-of-living  adjustment  for  the 
calendar  year  in  which  such  taxable  year 
begins,  over 

"(ii)  the  amount  of  nondesignated  univer- 
sity contributions  paid  by  the  taxpayer 
during  such  taxable  year. 

"(B)  Nondesignated  university  contribu- 
tions.—For  purposes  of  this  paragraph,  the 
term  nondesignated  university  contribu- 
tion' means  any  amount  paid  by  a  taxpayer 
to  any  qualified  organization  described  in 
paragraph  (6)(A)— 

"(i)  for  which  a  deduction  was  allowable 
under  section  170,  and 
"(ii)  which  was  not  taken  into  account— 
"(I)  in  computing  the  amount  of  the  credit 
under  this  section  (as  in  effect  during  the 
base  period)  during  any  taxable  year  in  the 
base  period,  or 

"(II)  as  a  basic  research  payment  for  pur- 
poses of  this  section. 

'(C)  Cost-of-living  adjustment  defined.— 
"(i)  In  GENERAL.-The  cost-of-living  adjust- 
ment for  any  calendar  year  is  the  cost-of- 
living  adjustment  for  such  calendar  year  de- 
termined under  section  1(f)(3). 
"(ii)  Special  rule  where  base  period  ends 

IN  A  CALENDAR  YEAR  OTHER  THAN  I9S3  OR  1984.— 

If  the  base  period  of  any  taxpayer  does  not 
end  in  1983  or  1984.  section  1(f)(3)(B)  shall, 
for  purposes  of  this  paragraph,  be  applied  by 
substituting  the  calendar  year  in  which  such 
base  period  ends  for  1987. 

"(6)  Qualified  organization.— For  pur- 
poses of  this  subsection,  the  term  'qualified 
organization'  means  any  of  the  following  or- 
ganizations: 

"(A)  Educational  institutions.— Any  edu- 
cational organization  which— 

"(i)  is  an  institution  of  higher  education 
(within  the  meaning  of  section  3304(f)).  and 

"(ii)  is  described  in  section 
170(b)(l)(A)(ii). 

"(B)  Certain  scientific  research  organi- 
zations.—Any  organization  not  described  in 
subparagraph  (A)  which— 

"(it  is  described  in  section  501(c)(3)  and  is 
exempt  from  tax  under  section  501(a). 

"(ii)  is  organized  and  operated  primarily 
to  conduct  scientific  research,  and 

"(Hi)  is  not  a  private  foundation. 

"(C)        SCIE.VTIFIC        tax-exempt       ORG.iNIZA- 

TiONs.—Any  organization  which— 

"(i)  is  descritted  in— 

"(I)  section  501(c)(3)  (other  than  a  private 
foundation),  or 

"(II)  section  501(c)(6), 

"(ii)  is  exempt  from  tax  under  section 
501(a), 

"(Hi)  is  organized  and  operated  primarily 
to  promote  scientific  research  by  qualified 
organizations  described  in  subparagraph 
(A)  pursuant  to  written  research  agree- 
ments, and 

"(ivJ  currently  expends— 

"(I)  substantially  all  of  its  funds,  or 

"(in  substantially  all  of  the  basic  research 
payments  received  by  it. 
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for  grants  to,  or  contracts  for  basic  research 
with,  an  organization  described  in  subpara- 
graph (A). 

"(D)  Certain  grant  organizations.— Any 
organization  not  described  in  subparagraph 
(B)  or  (C)  which— 

"(i)  is  described  in  section  501(c)(3)  and  is 
exempt  from  tax  under  section  501(a)  (other 
than  a  private  foundation), 

"(ii)  is  established  and  maintained  by  an 
organization  established  before  July  10, 
1981,  which  meets  the  requirements  of  clause 

"(Hi)  is  organized  and  operated  exclusive- 
ly for  the  purpose  of  making  grants  to  orga- 
nizations described  in  subparagraph  (A) 
pursuant  to  written  research  agreements  for 
purposes  of  basic  research,  and 

"(iv)  makes  an  election,  revocable  only 
with  the  consent  of  the  Secretary,  to  be  treat- 
ed as  a  private  foundation  for  purposes  of 
this  title  (other  than  section  4940,  relating 
to  excise  tax  based  on  investment  income). 

"(7)  Definitions  and  special  rules.— For 
purposes  of  this  subsection— 

"(A)  Basic  RESEARCH.-The  term  'basic  re- 
search' means  any  original  investigation  for 
the  advancement  of  scientific  knowledge  not 
having  a  specific  commercial  objective, 
except  that  such  term  shall  not  include— 

"(i)  basic  research  conducted  outside  of 
the  United  States,  and 

"(ii)  basic  research  in  the  social  sciences, 
arts,  or  humanities. 

'(B)  Base  period.— The  term  'base  period' 
means  the  3-taxable-year  period  ending  with 
the  taxable  year  immediately  preceding  the 
1st  taxable  year  of  the  taxpayer  beginning 
after  December  31.  1983. 

"(C)  Exclusion  from  incremental  credit 
CALCULATION.— For  purposes  of  determining 
the  amount  of  credit  allowable  under  subsec- 
tion (aid)  for  any  taxable  year,  the  amount 
Of  the  basic  research  payments  taken  into 
account  under  subsection  (a)(2)— 

"(i)  shall  not  be  treated  as  qualified  re- 
search expenses  under  subsection  (a)(1)(A), 
and 

"(ii)  shall  not  be  included  in  the  computa- 
tion of  base  period  research  expenses  under 
subsection  (a)(1)(B). 

"(D)  Trade  or  Bts/.vfss  qualification.— 
For  purposes  of  applying  subsection  (bid) 
to  this  subsection,  any  basic  research  pay- 
ments shall  be  treated  as  an  amount  paid  in 
carrying  on  a  trade  or  business  of  the  tax- 
payer in  the  taxable  year  in  which  it  is  paid 
(without  regard  to  the  provisions  of  subsec- 
tion (b)(3i(B)>. 

"(E)  Certain  corporations  not  eugible.- 
The  term  corporation '  shall  not  include— 
"(i)  an  S  corporation, 
"(ii)  a  personal  holding  company  (as  de- 
fined in  section  542),  or 

"(iiii  a  service  organization  (as  defined  in 
section  414lm)(3))." 

(d)  Research  Credit  Treated  as  Other 
Business  Credits.  — 

(1)  In  general.— Section  38(b)  (relating  to 
current  year  business  credit),  as  amended  by 
this  Act.  is  amended  by  striking  out  "plus" 
at  the  end  of  paragraph  (2),  by  striking  out 
the  period  at  the  end  of  paragraph  (3)  and 
inserting  in  lieu  thereof  ",  plus",  and  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(4)  the  research  credit  determined  under 
section  41(a)." 

(2)  Transfer  of  research  credit  to  sub- 
part relating  to  business  CREDrrs.-Section 
30  (relating  to  credit  for  increasing  research 
activities)  is  hereby  transferred  to  subpart  D 
of  part  IV  of  subchapter  A  of  chapter  1  of  the 
Internal  Revenue  Code  of  1986  (as  amended 
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by  this  Act),  inserted  after  section  40  of  such 
Code,  and  redesignated  as  section  41  of  such 
Code. 

(3)  Techsical  and  conforming  amend- 
ments.— 

(A)(i)  Subsections  (b)  and  (c)  of  section  28 
are  each  amended  by  striking  out  "section 
30"  each  place  it  appears  and  inserting  in 
lieu  thereof  "section  41 ". 

(iiJ  Paragraph  <2)  of  section  28(c)  is 
amended  by  striking  out  "section  30(b)"  and 
inserting  in  lieu  thereof  "section  41(b)". 

(Hi)  Paragraph  (4)  of  section  28(d)  is 
amended  by  striking  out  "section  30(f)"  and 
inserting  in  lieu  thereof  "section  41(f)". 

(iv)  Subparagraph  (D)  of  section  28(b)(1) 
is  amended  by  striking  out  "1985"  and  in- 
serting in  lieu  thereof  "1988". 

(B)  Subsection  (d,  of  section  38,  as  amend- 
ed by  this  Act,  is  amended  by  inserting 
"41(a)," after  "40(a),". 

(C)(i)  Subsection  (d)  of  section  39  (relat- 
ing to  carryback  and  carry  forward  of 
unused  credits)  is  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 

"(3)  Similar  rules  for  research  credit.— 
Rules  similar  to  the  rules  of  paragraphs  (1) 
and  (2)  shall  apply  to  the  credit  allowable 
under  section  30  (as  in  effect  before  the  date 
of  the  enactment  of  the  Tax  Reform  Act  of 
1986)  except  that— 

"(A)  December  31,  1985'  shall  be  substitut- 
ed for  December  31,  1983'  each  place  it  ap- 
pears, and 

"(B)  'January  1.  1986'  shall  be  substituted 
for  'January  1,  1384'." 

(ii)  Subsection  (g)  of  section  41  (relating 
to  limitation  based  on  amount  of  tax),  as  re- 
designated by  this  section,  is  amended  to 
read  as  follows: 

"(g)    Special    Rvle    for    Pass-Thru    of 
Credit.— In  the  case  of  an  individual  who— 
"(1)  owns  an  interest  in  an  unincorporat- 
ed trade  or  business, 
"(2)  is  a  partner  in  a  partnership, 
"(3)  is  a  beneficiary  of  an  estate  or  trust, 
or 

"(4)  is  a  shareholder  in  an  S  corporation, 
the  amount  determined  under  subsection  (a) 
for  any  taxable  year  shall  not  exceed  an 
amount  (separately  computed  with  respect 
to  such  person's  interest  in  such  trade  or 
business  or  entity)  equal  to  the  ainount  of 
tax  attributable  to  that  portion  of  a  person's 
taxable  income  which  is  allocable  or  appor- 
tionable  to  the  person's  interest  in  such 
trade  or  business  or  entity. " 

(D)  Subparagraph  (B)  of  section  108(b)(2) 
(relating  to  reduction  of  tax  attributes  in 
title  11  case  or  insolvency),  as  amended  by 
this  Act,  is  amended  to  read  as  follows: 

"(B)  General  business  credit.— Any  carry- 
over to  or  from  the  taxable  year  of  a  dis- 
charge of  an  amount  for  purposes  for  deter- 
mining the  amount  allowable  as  a  credit 
under  section  38  (relating  to  general  busi- 
ness credit). " 

(E)  Paragraph  (3)  of  section  280C(b)  is 
amended— 

(i)  by  striking  out  "section  30(f)(SJ"  and 
inserting  in  lieu  thereof  "section  41(f)(5)", 

(ii)  by  striking  out  "section  30(f)(1)(B)" 
and  inserting  in  lieu  thereof  "section 
41<f)(l)(B)".  and 

(Hi)  by  striking  out  "section  30(f)(1)"  and 
inserting  in  lieu  thereof  "section  41(f)(1)". 

(F)  Subsection  (c)  of  section  381  is  amend- 
ed by  striking  out  paragraph  (25)  and  by  re- 
designating paragraph  (26)  as  paragraph 
(25). 

(G)  Section  936(hJ>S)(C)(i)(I)(a)  (defining 
product  area  research)  is  amended  by  strik- 
ing out  "section  30(b)"  and  inserting  in  lieu 
thereof  "section  41  (b) ". 


(H)  Section  6411  (relating  to  tentative  car- 
ryback and  refund  adjustments)  is  amend- 
ed- 

(i)  by  striking  out  "by  a  research  credit 
carryback  provided  in  section  30(g)(2)"  in 
subsection  (a), 

(ii)  by  striking  out  "a  research  credit  car- 
ryback or"  in  subsection  (a), 

(Hi)  by  striking  out  "(or.  with  respect  to 
any  portion  of  a  business  credit  carryback 
attributable  to  a  research  credit  carryback 
from  a  subsequent  taxable  year  within  a 
period  of  12  months  from  the  end  of  such 
subsequent  taxable  year)"  in  subsection  (a), 
and 

(IV)  by  striking  out  "unused  research 
credit, "  each  place  it  appears  in  subsections 
(a)  and  (b). 

(I)  Subparagraph  (C)  of  section  6511(d)(6) 
(defining  credit  carryback)  is  amended  by 
striking  out  "and  any  research  credit  carry- 
back under  section  30(g)(2)". 

(J)  The  table  of  sections  for  subpart  B  of 
part  IV  of  subchapter  A  of  chapter  1  is 
amended  by  striking  out  the  item  relating  to 
section  30. 

(Ki  The  table  of  sections  for  subpart  D  of 
such  part  is  amended  by  inserting  after  the 
item  relating  to  section  40  the  following  new 
item- 

"Sec.  41.  Credit  for  increasing  research  ac- 
tivities. " 

(e)  Denial  of  Credit  With  Respect  to 
Amounts  for  Certain  Leased  Personal 
Property.— Clause  (Hi)  of  section 
41(b)(2)(A)  (defining  in-house  research  ex- 
penses), as  redesignated  by  subsection  (d),  is 
amended  to  read  as  follows: 

"(Hi)  under  regulations  prescribed  by  the 
Secretary,  any  amount  paid  or  incurred  to 
another  person  for  the  right  to  use  comput- 
ers in  the  conduct  of  qualified  research. " 

(f)  Deduction  for  Certain  Contributions 
OF  Scientific  Research  Property.— Clause 
(i)  of  section  170(e)(4)(B)  (relating  to  spe- 
cial rule  for  contributions  of  scientific  prop- 
erty used  for  research)  is  amended  to  read  as 
follows: 

"(i)  the  contribution  is  to  an  organization 
described  in  subparagraph  (A)  or  subpara- 
graph (B)  of  section  41(e)(6),  ". 

(g)  Effective  Date.— 

(1)  In  GENERAL.-Except  as  provided  in  this 
subsection  (2),  the  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31,  1985. 

(2)  Subsection  iA>.—The  amendments 
made  by  subsection  (a)  shall  apply  to  tax- 
able years  ending  after  December  31,  1985. 

(3)  Basic  research.— Section  41(a)(2)  of 
the  Internal  Revenue  Code  of  1986  (as  added 
by  this  section),  and  the  amendments  made 
by  subsection  (c)(2),  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

SEC.  231.  EXTENSIOS  OF  CREDIT  FOR  CLINICAL 
TESTING  EXPENSES  FOR  CERTAIN 
DRUGS 

Subsection  (e)  of  section  28  (relating  to 
termination)  is  amended  by  striking  out 
"1987"  and  inserting  in  lieu  thereof  "1990". 
SuBTTTLE  E— Changes  in  Certain 
Amortization  Provisions 
sec.  141.  repeal  of  i-year  amortization  of 
trademark  and  trade  name  ex- 
penditures 

(a)  In  General.— Section  177  (relating  to 
trademark  and  trade  name  expenditures)  is 
hereby  repealed. 

(b)  Technical  and  Conforming  Amend- 
ments.- 

(1)  Paragraph  (3)  of  section  312(n)  is 
amended  by  striking  out  ",  777. ". 

(2)  Subsection  (a)  of  section  1016  (relating 
to  adjustments  to  basis)  is  amended  by  strik- 


ing out  paragraph  (16)  and  by  redesignating 
paragraphs  (17)  through  (27)  as  paragraphs 
(16)  through  (26),  respectively. 

(3)  The  table  of  sections  for  part  VI  of  sub- 
chapter B  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  1 77. 

(c)  Effective  Date.— 

(1)  In  GENERAL-Except  as  provided  in 
paragraph  (2).  the  amendments  made  by 
this  section  shall  apply  to  expenditures  paid 
or  incurred  after  December  31,  1986. 

(2)  TRANsmoNAL  RULE.— The  amendments  - 
made  by  this  section  shall  not  apply  to  any 
expenditure  incurred- 

(A)  pursuant  to  a  binding  contract  entered 
into  before  March  T,  J  986,  or 

(B)  with  respect  to  the  development,  pro- 
tection, expansion,  registration,  or  defense 
of  a  trademark  or  trade  name  commenced 
before  March  2,  1986,  but  only  if  not  less 
than  the  lesser  of  $1,000,000  or  S  percent  of 
the  aggregate  cost  of  such  development,  pro- 
tection, expansion,  registration,  or  defense 
has  been  incurred  or  committed  before  such 
date. 

The  preceding  sentence  shall  not  apply  to 
any  expenditure  with  respect  to  a  trademark 
or  trade  name  placed  in  service  after  Decem- 
ber 31,  1987. 

SEC.  Ul.  REPEAL  OF  AMORTIZATION  OF  RAILROAD 
GRADING  AND  TINNEL  BORES 

(a)  In  General.— Section  185  (relating  to 
amortization  of  railroad  grading  and  tunnel 
bores)  is  hereby  repealed. 

(b)  Technical  and  Conforming  Amend- 
ments.- 

(1)  Subparagraph  (B)  of  section  1082(a)(2J 
is  amended  by  striking  out  ",  185, ". 

(2)  Paragraph  (3)  of  section  1250(b)  (defin- 
ing additional  depreciation)  is  amended  by 
inserting  "(as  in  effect  before  its  repeal  by 
the  Tax  Reform  Act  of  1986)"  after  "185". 

(3)  The  table  of  sections  for  part  VI  of  sub- 
chapter B  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  185. 

(c)  Effective  Date.— 

(1)  In  general— Except  as  provided  in 
paragraph  (2),  the  amendments  made  by 
this  section  shall  apply  to  that  portion  of 
the  basis  of  any  property  which  is  attributa- 
ble to  expenditures  paid  or  incurred  after 
December  31.  1986. 

(2)  Transitional  rule.— The  amendments 
made  by  this  section  shall  not  apply  to  any 
expenditure  incurred— 

(A)  pursuant  to  a  binding  contract  entered 
into  before  March  2,  1986,  or 

(B)  with  respect  to  any  improvement  com- 
menced before  March  2,  1986.  but  only  if  not 
less  than  the  lesser  of  $1,000,000  or  5  percent 
of  the  aggregate  cost  of  such  improvement 
has  t>een  incurred  or  committed  before  such 
date. 

The  preceding  sentence  shall  not  apply  to 
any  expenditure  with  respect  to  an  improve- 
ment placed  in  service  after  December  31, 
1987. 

SEC.  143.  deduction  FOR  BUS  AND  FREIGHT  FOR- 
WARDER OPERA  TING  A ITHORITY. 

(a)  Bus  Operating  Authorjty.— 

(1)  In  QENERAL-Subject  to  the  modifica- 
tions contained  in  paragraph  (2),  section^ 
266  of  the  Economic  Recovery  Tax  Act  of 
1981  shall  6e  applied  as  if  the  term  "motor 
carrier  operating  authority"  inxiluded  a  bus 
operating  authority. 

(2)  MoDtncATiONS.—For  purposes  of  para- 
graph (1),  section  266  of  such  Act  shall  be 
applied— 

(A)  fty  sulutituting  "November  19,  1982" 
for  "July  1,  1980"  each  place  it  appears,  and 

(B)  by  substituting  "November  1982"  for 
"July  1980"  in  subsection  (a)  thereof 
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13)  Bus  OPERATING  AUTHORITY  DEFINED.— FOT 

purposes  of  this  subsection  and  section  266 
of  such  Act,  the  term  "bus  operating  author- 
ity" means— 

(A)  a  certificate  or  permit  held  by  a  motor 
common  or  contract  carrier  of  passengers 
which  was  issued  pursuant  to  subchapter  II 
of  chapter  109  of  title  49,  United  States 
Code,  and 

(BJ  a  certificate  or  permit  held  by  a  motor 
carrier  authorising  the  transportation  of 
passengers,  as  a  common  carrier,  over  regu- 
lar routes  in  intrastate  commerce  which  was 
issued  by  the  appropriate  State  agency. 

(b)   Freight  Forwarder    Operating   Av- 

THORITV.— 

(1)  In  general.— Subject  to  the  modifica- 
tions contained  in  paragraph  (2),  section 
266  of  the  Economic  Recovery  Tax  Act  of 
1981  shall  be  applied  as  if  subsection  (bJ 
thereof  contained  "or  a  freight  forwarder" 
after  "contract  carrier  of  property". 

12)  Modifications.— The  modifications  re- 
ferred to  in  this  paragraph  are: 

(At  60-month  period  to  begin  in  1917.— The 
SO-month  period  referred  to  in  section  2661a) 
of  such  Act  shall  begin  voith  the  later  of— 

(i)  the  deregulation  month,  or 

(ii)  at  the  election  of  the  taxpayer,  the  1st 
month  of  the  taxpayers  1st  taxable  year  be- 
ginning after  the  deregulation  month. 

(B)  Authority  must  be  held  as  of  begin- 
ning OF  so-MONTH  PERIOD.— A  motor  carrier 
operating  authority  shall  not  be  taken  into 
account  unless  such  authority  is  held  by  the 
taxpayer  at  the  beginning  of  the  60-month 
period  applicable  to  the  taxpayer  under  sub- 
paragraph (A). 

(C)  Adjusted  basis  not  to  exceed  adjusted 
basis  at  beginning  of  60-month  period.— The 
adjusted  basis  taken  into  account  with  re- 
spect to  any  motor  carrier  operating  author- 
ity shall  not  exceed  the  adjusted  basis  of 
such  authority  as  of  the  beginning  of  the  60- 
month  period  applicable  to  the  taxpayer 
under  subparagraph  (A). 

13)  Deregulation  month.— For  purposes  of 
this  section,  the  term  "deregulation  month" 
means  the  month  in  which  the  Secretary  of 
the  Treasury  or  his  delegate  determines  that 
a  Federal  law  has  been  enacted  which  dere- 
gulates the  freight  forwarding  industry. 

(c)  Special  Rule  for  Motor  Carrier  Op- 
erating Authority.— In  the  case  of  a  corpo- 
ration which  was  incorporated  on  December 
29,  1969,  in  the  State  of  Delaware,  notwith- 
standing any  other  provision  of  law,  there 
shall  be  allowed  as  a  deduction  for  the  tax- 
able year  of  the  taxpayer  beginning  in  1980 
an  amount  equal  to  $2,705,188  for  lU  entire 
loss  due  to  a  decline  in  value  of  its  motor 
carrier  operating  authority  by  reason  of  de- 
regulation. 

(d)  Effective  Dates.— 

(1)  Bus  operating  authority.- 

(A)  In  general.— Subsection  la)  shall  apply 
to  taxable  years  ending  after  November  18. 
1982. 

(B)  Statute  of  UMn-ATiONs.-If  refund  or 
credit  of  any  overpayment  of  tax  resulting 
from  subsection  fa)  is  prevented  at  any  time 
on  or  before  the  date  which  is  1  year  after 
the  date  of  the  enactment  of  this  Act  by  the 
operation  of  any  law  or  rule  of  law  (includ- 
ing res  judicata),  refund  or  credit  of  such 
overpayment  (to  the  extent  attributable  to 
the  application  of  such  subsection)  may, 
notvrithstanding  such  law  or  rule  of  law,  be 
made  or  aUovoed  if  claim  therefore  is  filed 
on  or  before  the  date  which  -s  18  months 
after  such  date  of  enactment 

(2J  FRSlCUn  FORWARDER  OPERATING  AUTHOR- 

ITY.— Subsection  (b)  shall  apply  to  taxable 
years  ending  after  the  month  preceding  the 
deregulation  month. 
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SBC.  244.  TREATMENT  OF  EXPENDITVRES  FOR  RE- 
MOVAL OP  ARCHITECTL'RAL  BARRIERS 
TO  THE  HANDICAPPED  ASD  ELDERLY 
MADE  PERMANENT. 

Paragraph  (2)  of  section  190(d)  (relating 
to  expenditures  to  remove  architectural  and 
transportation  barriers  to  the  handicapped 
and  elderly)  is  amended  by  striking  out 
"1983,  and  before  January  1,  1986"  and  in- 
serting in  lieu  thereof  "1983". 

Subtttle  F— Provisions  Relating  to  Real 
Estate 

SEC  2SI.  modification  OF  INVESTMENT  TAX 
CREDIT  FOR  REHABILITATION  EX- 
PENDITVREA 

(a)  Reduction  in  Percentage.— Paragraph 
(4)  of  section  46(b)  (relating  to  rehabilita- 
tion percentage)  is  amended  to  read  as  fol- 
lows: 

"(4)  Rehabilitation  percentage.— 

"(A)  In  general.— The  term  'rehabilitation 
percentage'  means— 

"(i)  10  percent  in  the  case  of  qualified  re- 
habilitation expenditures  with  respect  to  a 
qualified  rehabilitated  building  other  than  a 
certified  historic  structure,  and 

"(ii)  20  percent  in  the  case  of  such  expend- 
iture with  respect  to  a  certified  historic 
structure. 

"(B)  Regular  and  energy  percentages  not 
to  apply.— The  regular  percentage  and  the 
energy  percentages  shall  not  apply  to  that 
portion  of  the  basis  of  any  property  which  is 
attributable  to  qualified  rehabilitation  ex- 
penditures. " 

(b)  Special  Rules  for  Qualified  Rehabili- 
tated Buildings.— Subsection  (g)  of  section 
48  (relating  to  special  rules  for  qualified  re- 
habilitated buildings)  is  amended  to  read  as 
follows: 

"(g)  Special  Rules  for  Quaufied  Rehabili- 
tated Buildings.— For  purposes  of  this  sub- 
part— 

"(1)  Qualified  rehabilitated  building.— 
For  purposes  of  this  subsection— 

"(A)  In  general.— The  term  qualified  reha- 
bilitated building'  means  any  building  (and 
its  structural  components)  if— 

"(i)  such  building  has  been  substantially 
rehabilitated, 

"(ii)  such  building  was  placed  in  service 
before  the  beginning  of  the  rehabilitation, 
and 

"(Hi)  in  the  case  of  any  building  other 
than  a  certified  historic  structure,  in  the  re- 
habilitation process— 

"(I)  SO  percent  or  more  of  the  existing  ex- 
ternal walls  of  such  building  are  retained  in 
place  as  external  walls, 

'-(II)  75  percent  or  more  of  the  existing  ex- 
ternal walls  of  such  building  are  retained  in 
place  as  internal  or  external  walls,  and 

"(III)  75  percent  or  more  of  the  existing 
internal  structural  framework  of  such  build- 
ing is  retained  in  place. 

"(B)  Building  must  be  first  placed  in 
service  before  1936.— In  the  case  of  a  build- 
ing other  than  a  certified  historic  structure, 
a  building  shall  not  be  a  qualified  rehabili- 
tated building  unless  the  building  was  first 
placed  in  service  before  1936. 

"(C)  Substantially  rehabilitated  de- 
fined.— 

"(i)  In  general.— For  purposes  of  subpara- 
graph (A)(i),  a  building  shall  be  treated  as 
having  been  substantially  rehabilitated  only 
if  the  qualified  rehabilitation  expenditures 
during  the  24-month  period  selected  by  the 
taxpayer  (at  the  time  and  in  the  manner 
prescribed  by  regulations)  and  ending  Toith 
or  within  the  taxable  year  exceed  the  greater 
of- 

"(I)  the  adjusted  basis  of  such  building 
(and  its  structural  components),  or 
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"(II)  $5,000. 
The  adjusted  basis  of  the  building  (and  its 
structural  components)  shaU  be  determined 
as  of  the  beginning  of  the  1st  day  of  such  24- 
month  period,  or  of  the  holding  period  of  the 
building,  whichever  is  later.  For  purposes  of 
the  preceding  sentence,  the  determination  of 
the  beginning  of  the  holding  period  shall  be 
made  without  regard  to  any  reconstruction 
by  the  taxpayer  in  connection  voith  the  reha- 
bilitation. 

"(ii)  Special  rule  for  phased  rehabiuta- 
TtON.—In  the  case  of  any  rehabilitation 
which  may  reasonably  be  expected  to  be 
completed  in  phases  set  forth  in  architectur- 
al plans  and  specifications  completed  before 
the  rehabilitation  begiTis,  clause  (i)  shall  be 
applied  by  substituting  '60-month  period' 
for  '24-month  period'. 

"(Hi)  Lessees.— TTie  Secretary  shall  pre- 
scribe by  regulation  rules  for  applying  this 
subparagraph  to  lessees. 

"(D)  Reconstruction.— Rehabilitation  in- 
cludes reconstruction. 

"(2)  Qualified  rehabilitation  expenditure 
defined.— For  purposes  of  this  section— 

"(A)  In  GENERAL.— The  term  'qualified  reha- 
bilitation expenditure'  means  any  amount 
properly  chargeable  to  capital  account— 

"(i)  for  property  for  which  depreciation  is 
allowable  under  section  168  and  which  is— 
"(I)  nonresidential  real  property, 
"(II)  residential  rental  property. 
"(Ill)  real  property  which  has  a  class  life 
of  more  than  12.5  years,  or 

"(IV)  an  addition  or  improvement  to 
property  or  housing  described  in  subclause 
(I).  (II),  or  (III),  and 

"(ii)  in  connection  with  the  rehabilitation 
of  a  qualified  rehabilitated  building. 

"(B)  Certain  expenditures  not  includ- 
ed.—The  term  qualified  rehabilitation  ex- 
penditure' does  not  include— 

"(i)  Straight  line  depreciation  must  be 
used.— Any  expenditure  with  respect  to 
which  the  taxpayer  does  not  u^e  the  straight 
line  method  over  a  recovery  period  deter- 
mined under  subsection  (c)  or  (g)  of  section 
168.  The  preceding  sentence  shall  not  apply 
to  any  expenditure  to  the  extent  the  alterna- 
tive depreciation  system  of  section  168(g) 
applies  to  such  expenditure  by  reason  of  sub- 
paragraph (B)  or  (C)  of  section  168(g)(1). 

"(ii)  Cost  of  acquisition.— The  cost  of  ac- 
quiring any  building  or  interest  therein. 

"(Hi)  Enlargements.— Any  expenditure  at- 
tributable to  the  enlargement  of  an  existing 
building. 

"(iv)  Certified  historic  structure,  etc.— 
Any  expenditure  attributable  to  the  rehabili- 
tation of  a  certified  historic  structure  or  a 
building  in  a  registered  historic  district, 
unless  the  rehabilitation  is  a  certified  reha- 
bilitation (within  the  meaning  of  subpara- 
graph (O).  The  preceding  sentence  shall  not 
apply  to  a  building  in  a  registered  historic 
district  if— 

"(I)  such  building  was  not  a  certified  his- 
toric structure, 

"(II)  the  Secretary  of  the  Interior  certified 
to  the  Secretary  that  such  building  is  not  of 
historic  significance  to  the  district,  and 

"(III)  if  the  certification  referred  to  in 
subclause  (II)  occurs  after  the  beginning  of 
the  rehabilitation  of  such  building,  the  tax- 
payer certifies  to  the  Secretary  that,  at  the 
beginning  of  such  rehabilitation,  he  in  good 
faith  was  not  aware  of  the  requirement  of 
subclause  (II). 
"(v)  Tax-exempt  use  property.— 
"(I)  In  general.— Any  expenditure  in  con- 
nection with  the  rehabilitation  of  a  building 
which  is  allocable  to  that  portion  of  such 
building  which  is  (or  may  recuonaWy  be  ex- 
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(within  the  meaning  of  section  168(h)). 

"(II)  Clause  not  to  apply  for  purposes  of 
PARAGRAPH  (iiici.—Thxs  clause  shall  not 
apply  for  purposes  of  determining  under 
paragraph  (1)(C)  whether  a  building  has 
been  substantially  rehabilitated. 

"(vi)  Expenditures  of  lessee.— Any  ex- 
penditure of  a  lessee  of  a  building  if,  on  the 
date  the  rehabilitation  is  completed,  the  re- 
maining term  of  the  lease  (determined  with- 
out regard  to  any  renewal  periods)  is  less 
than  the  recovery  period  determined  under 
section  168(c). 

"(C)  Certified  REHABiLiTATioN.-For  pur- 
poses of  subparagraph  (B),  the  term  'certi- 
fied rehabilitation'  means  any  rehabilita- 
tion of  a  certified  historic  structure  which 
the  Secretary  of  the  Interior  has  certified  to 
the  Secretary  as  being  consistent  with  the 
historic  character  of  such  property  or  the 
district  in  which  such  property  is  located. 

"(D)  Nonresidential  real  property;  resi- 
dential   RENTAL    property;    CLASS    LIFE.—For 

purposes  of  subparagraph  (A),  the  terms 
'nonresidential  real  property',  'residential 
rental  property',  and  'class  life'  have  the  re- 
spective meanings  given  such  terms  by  sec- 
tion 168. 

"(3)  Certified  historic  structure  de- 
FINED.— For  purposes  of  this  subsection— 

"(A)  In  GENERAL.— The  term  'certified  his- 
toric structure'  means  any  building  (and  its 
structural  components)  which— 

"(i)  is  listed  in  the  National  Register,  or 

"(ii)  is  located  in  a  registered  historic  dis- 
trict and  is  certified  by  the  Secretary  of  the 
Interior  to  the  Secretary  as  being  of  historic 
significance  to  the  district. 

"(B)  Registered  historic  district.— The 
term  'registered  historic  district'  means— 

"(i>  any  district  listed  in  the  National 
Register,  and 

"(ii)  any  district— 

"(I)  which  is  designated  under  a  statute  of 
the  appropriate  State  or  local  government,  if 
such  statute  is  certified  by  the  Secretary  of 
the  Interior  to  the  Secretary  as  containing 
criteria  which  will  substantially  achieve  the 
purpose  of  preserving  and  rehabilitating 
buildings  of  historic  significance  to  the  dis- 
trict, and 

"(II)  which  is  certified  by  the  Secretary  of 
the  Interior  to  the  Secretary  as  meeting  sub- 
stantially all  of  the  requirements  for  the  list- 
ing of  districts  in  the  National  Register. 

"(4)  Property  treated  as  new  section  js 
property.- Property  which  is  treated  as  sec- 
tion 38  property  by  reason  of  subsection 
(a)(1)(E)  shall  be  treated  as  new  section  38 
property. " 

Ic)  Basis  Adjustment  for  Certified  His- 
toric Structures.— Paragraph  (3)  of  section 
48(Q)  (relating  to  special  rule  for  qualified 
rehabilitated  buildings)  is  amended  by  strik- 
ing out  "other  than  a  certified  historic 
structure", 
(d)  Effective  Date.— 

(1)  In  general.— Except  as  otherwise  pro- 
vided in  this  subsection,  the  amendments 
made  by  this  section  shall  apply  to  property 
placed  in  service  after  December  31,  1986,  in 
taxable  years  ending  after  such  date. 

(2)  General  transitional  rule.— The 
amendments  made  by  this  section  and  sec- 
tion 201  shall  not  apply  to  any  property 
placed  in  service  before  January  1,  1994,  if 
such  property  is  placed  in  service  as  part 
of- 

(A)  a  rehabilitation  which  was  computed 
pursuant  to  a  written  contract  which  was 
tfinding  on  March  1,  1986,  or 

(B)  a  rehabilitation  incurred  in  connec- 
tion vHth  property  (including  any  Uasehold 


interest)  acquired  before  March  2,  1986,  or 
acquired  on  or  after  such  date  pursuant  to  a 
written  contract  that  was  binding  on  March 
1,  1986.  if- 

(i)  the  rehabilitation  was  completed  pur- 
suant to  a  written  contract  that  was  bind- 
ing on  March  1,  1986. 

(ii)  parts  1  and  2  of  the  Historic  Preserva- 
tion Certification  Application  were  filed 
with  the  Department  of  the  Interior  (or  its 
designee)  before  March  2,  1986,  or 

(Hi)  the  lesser  of  $1,000,000  or  5  percent  of 
the  cost  of  the  rehabilitation  is  incurred 
before  March  2,  1986,  or  is  required  to  be -in- 
curred pursuant  to  a  written  contract  which 
was  binding  on  March  1,  1986. 

(3)  Certain  additional  rehabilitations.— 
The  amendments  made  by  this  section  and 
section  201  shall  not  apply  to— 

(A)  the  rehabilitation  of  8  bathhoxises 
within  the  Hot  Springs  National  Park  or  of 
buildings  in  the  Central  Avenue  Historic 
District  at  such  Park, 

(B)  the  rehabilitation  of  the  Upper  Pon- 
tabla  Building  in  New  Orleans,  Louisiana, 

IC)  the  rehabilitation  of  at  least  60  build- 
ings listed  on  the  National  Register  at  the 
Frankford  Arsenal, 

(D)  the  rehabilitation  of  De  Baliveriere 
Arcade,  SL  Louis  Centre,  and  Drake  Apart- 
ments in  Missouri, 

(E)  the  rehabilitation  of  The  Tides  in  Bris- 
tol, Rhode  Island, 

(F)  the  rehabilitation  and  renovation  of 
the  Outlet  Company  building  and  garage  in 
Providence.  Rhode  Island. 

(G)  the  rehabilitation  of  10  structures  in 
Harrisburg,  Pennsylvania,  with  respect  to 
which  the  Harristown  Development  Corpo- 
ration was  designated  redeveloper  and  re- 
ceived an  option  to  acquire  title  to  the 
entire  project  site  for  $1  on  June  27.  1984. 

(H)  the  rehabilitation  of  a  project  involv- 
ing the  renovation  of  3  historic  structures 
on  the  Minneapolis  riverfront,  with  respect 
to  which  the  developer  of  the  project  entered 
into  a  redevelopment  agreement  with  a  mu- 
nicipality dated  January  4,  1985,  and  indus- 
trial development  bonds  were  sold  in  3  sepa- 
rate issues  in  May.  July,  and  October  1985, 

(I)  the  rehabilitation  of  a  bank's  main 
office  facilittes  of  approximately  120,000 
square  feet,  in  connection  with  which  the 
bank's  board  of  directors  authorized  a 
$3,300,000  expenditure  for  the  renovation 
and  retrofit  on  March  20.  1984. 

I  J)  the  rehabilitation  of  10  warehoiise 
buildings  built  between  1906  and  1910  and 
purchased  under  a  contract  dated  February 
17.  1986, 

(K)  the  rehabilitation  of  a  facility  which 
is  customarily  used  for  conventions  and 
sporting  events  if  an  analysis  of  operations 
and  recommendations  of  utilization  of  such 
facility  was  prepared  by  a  certified  public 
accounting  firm  pursuant  to  an  engagement 
authorized  on  March  6.  1984,  and  presented 
on  June  11,  1984,  to  officials  of  the  city  in 
which  such  facility  is  located, 

(L)  Mount  Vernon  Mills  in  Columbia, 
South  Carolina, 

IM)  the  Barbara  Jordan  II  Apartments, 

IN)  the  rehabilitation  of  the  Federal  Build- 
ing and  Post  Office,  120  Hanover  Street, 
Manchester,  New  Hampshire. 

(O)  the  rehabilitation  of  the  Charleston 
Waterfront  project  in  South  Carolina, 

(P)  the  Hayes  Mansion  in  San  Francisco, 

(Q)  the  renovation  of  a  facility  owned  by 
the  National  Railroad  Passenger  Corpora- 
tion ("Amtrak")  for  which  project  Amtrak 
engaged  a  development  team  by  tetter  agree- 
ment dated  August  23,  1985.  as  modified  by 
tetter  agreement  dated  September  9, 1985, 


(R)  the  rehabilitation  of  a  structure  or  its 
components  which  is  listed  in  the  National 
Register  of  Historic  Places,  is  located  in  Al- 
legheny County.  Pennsylvania,  loiZZ  be  sub- 
stantially rehabilitated  las  defined  in  sec- 
tion 48(g)(1)(C)  prior  to  amendment  by  this 
Act),  prior  to  Decemt>er  31.  1989;  and  was 
previously  utilized  as  a  market  and  an  auto 
dealership. 

(S/  The  Bellevue  Stratford  Hotel  in  Phila- 
delphia. Pennsylvania, 

(Tl    the   Dixon   Mill   Housing  project   in 
Jersey  City.  New  Jersey. 
(U)  Motor  Square  Garden, 
(V)  the  Blackstone  Apartments,   and  the 
Shriver-Johnson   building,    in   Sioux   Falls, 
South  Dakota, 

IW)  the  Holy  Name  Academy  in  Spokane, 
Washington. 

IX)  the  Nike/Clemson  Mill  in  Exeter,  New 
Hampshire. 

lYl  the  Central  Bank  Building  in  Grand 
Rapids.  Michigan,  and 

IZ)  the  Heritage  Hotel,  in  the  City  of  Mar- 
quette. Michigan. 

14)  Additional  REHABIUTATIONS.—The 
amendments  made  by  this  section  and  sec- 
tion 201  shall  not  apply  to— 

(A)  the  Fort  Worth  Town  Square  Project  in 
Texas, 

IB)  the  American  Youth  Hostel  in  New 
York.  New  York. 

(CI  The  Riverwest  Loft  Development  (in- 
cluding all  three  phases,  two  of  which  do  not 
involve  rehabilitations), 

(D)  the  Gaslamp  Quarter  Historic  District 
in  California, 

(El  the  Eberhardt  &  Ober  Brewery,  in 
Pennsylvania. 

(Fl  the  Captain's  Walk  Limited  Partner- 
ship-Harris Place  Development,  in  Connecti- 
cut, 
(G)  the  Velvet  Mills  in  Connecticut, 
IHI  the  Roycroft  Inn.  in  New  York. 
(I)  Old  Main  Village,  in  Mankato.  Minne- 
sota. 

(J)  the  Washburn-Crosby  A  Mill,  in  Minne- 
apolis. Minnesota, 

IK  I  the  Lakeland  marbel  Arcade  in  Lake- 
land, Florida, 

ID  the  Willard  Hotel,  in  Washington, 
D.C.. 

(M)  the  H.  P.  Lau  Building  in  Lincoln,  Ne- 
braska, 

(Nl  the  Starks  Building,  in  Louisville, 
Kentucky. 

(O)  the  Bellevue  High  School,  in  Bellevue. 
Kentucky. 

(P)  the  Major  Hampden  Smith  House,  in 
Owensboro.  Kentucky, 

(Q)  the  Doe  Run  Inn,  in  Brandenburg, 
Kentucky,  . 

(R)  the  State  National  Bank,  in  Frankfort, 
Kentucky. 

(S)  the  Captain  Jack  House,  in  Fleming, 
Kentucky, 

(T)  the  Elizabeth  Arlinghaus  House,  in 
Louisville,  Kentucky. 

(U)  Limerick  Shamrock,  in  Louisville, 
Kentucky, 

(V)  the  Robert  MiUs  Inject,  in  South 
Carolina, 

(W)  the  620  Project,  consisting  of  3  build- 
ings, in  Kentucky, 

(X)  the  Warrior  Hotel,  Ltd.,  the  first  two 
floors  of  the  Martin  Hotel,  and  the  105,000 
squure  foot  warehouse  constructed  in  1910, 
all  in  Sioux  City,  Iowa, 

(Y)  the  waterpark  condominium  residen- 
tial project,  to  the  extent  of  $2  million  of  ex- 
penditures, and 

(Z)  the  Apollo  and  Bishop  Building  Com- 
plex on  12Sth  Street,  the  Bigelow-Hartford 
Carpet  Mill  in  New  York,  New  York. 
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(S)  Reduction  in  credit  for  property  under 
tratuitional  rules.— In  the  case  of  property 
placed  in  service  after  December  31,  1986, 
and  to  which  the  amendments  made  by  this 
section  do  not  apply,  subparagraph  (A)  of 
section  46lb)(4)  of  the  Internal  Revenue 
Code  of  19S4  (as  in  effect  before  the  enact- 
ment of  this  Act)  shall  be  applied— 

(A)  by  substituting  "10  percent"  for  "15 
percent",  and 

IB)  by  substituting  "13  percent"  for  "20 
percent". 

16)  Expensing  or  rehabilitation  expendi- 
tures  FOR    THE  FRANKFORD  ARSENAL.— In    the 

case  of  any  expenditures  paid  or  incurred  in 
connection  with  the  rehabilitation  of  the 
Frankford  Arsenal  during  the  8-year  period 
beginning  on  January  1.  1987.  such  expendi- 
tures /including  expenditures  for  repair  and 
maintenance  of  the  building  and  property) 
shall  be  allowable  as  a  deduction  in  the  tax- 
able year  in  which  paid  or  incurred  in  an 
amount  not  in  excess  of  the  submissions 
made  6j/  the  taxpayer  before  September  16. 
1986. 
sec  2SZ.  LOW-INCOME  HOVSING  CREDIT. 

fa)  In  General. —Subpart  D  of  part  IV  of 
subchapter  A  of  chapter  1  (relating  to  busi- 
ness credits)  is  amended  by  adding  at  end 
thereof  the  following  new  section: 

"SEC.  42.  LOW.INCOME  HOISISG  CREDIT. 

"(a)  In  General.— For  purposes  of  section 
38.  the  amount  of  the  low-income  housing 
credit  determined  under  this  section  for  any 
taxable  year  in  the  credit  period  shall  be  an 
amount  equal  to— 

"tl)  the  applicable  percentage  of 

"(2)  The  qualified  basis  of  each  qualified 
low-income  building. 

"(b)  Applicable  Percentage:  70  Percent 
Present  Valve  Credit  for  Certain  New 
Buildings;  30  Percent  Present  Value 
Credit  for  Certain  Other  Buildings.- For 
purposes  of  this  section— 

"(1>  Building  placed  in  service  during 
198?.— In  the  case  of  any  qualified  low- 
income  building  placed  in  service  by  the  tax- 
payer during  1987.  the  term  'applicable  per- 
centage' means— 

"(A)  9  percent  for  new  buildings  which  are 
not  federally  subsidi2ed  for  the  taxable  year, 
or 

"(B)  4  percent  for 

"(i)  new  buildings  which  are  federally  sub- 
sidized for  the  taxable  year,  and 

"(ii)  existing  buildings. 

"(2)  Buildings  placed  in  service  after 

I9S7.— 

"(A)  In  General.— In  the  case  of  any  quali- 
fied low-income  building  placed  in  service 
by  the  taxpayer  after  1987.  the  term  applica- 
ble percentage  means  the  appropriate  per- 
centage presecribed  by  the  Secretary  for  the 
month  in  which  such  building  is  placed  in 
service. 

"(B)  Method  of  prescribing  percent- 
ages.—The  percentages  perscribed  by  the 
Secretary  for  any  month  shall  be  percentages 
which  will  yield  over  a  10-year  period 
amounts  of  credit  under  subsection  (a) 
which  have  present  value  equal  to— 

"(i)  70  percent  of  the  qualified  basU  of  a 
building  described  in  pargaph  (1)(A),  and 

"(ii)  30  percent  of  the  qualified  basU  of  a 
building  described  in  paragraph  (1)(B). 

"(C)  Method  of  discounting.— The  present 
value  under  subparagraph  (B)  shall  be  deter- 
mined— 

"(i)  as  of  the  last  day  of  the  1st  year  of  the 
lO-year  period  referred  to  in  subparagraph 

(B), 

"(ii)  fry  using  a  discount  rate  equal  to  72 
percent  of  the  average  of  the  annual  Federal 
mid-term  rate  and  Die  annual  Federal  long- 


term  rate  applicable  under  section 
1274(d)(1)  to  the  month  in  which  the  build- 
ing was  placed  in  service  and  compounded 
annually,  and 

"(Hi)  by  assuming  that  the  credit  allow- 
able under  this  section  for  any  year  is  re- 
ceived on  the  last  day  of  such  year. 

"(3)  Cross  reference.— For  treatment  of 
certain  rehabilitation  expenditures  as  sepa- 
rate new  buildings,  see  subsection  (e). 

(c)  QvAUFiED  Basis;  Qualified  Low-Income 
Building.— For  purposes  of  this  section— 
"(1)  Qualified  Basis.— 
"(A)  Determination.— The  qualified  basis 
of  any  qualified   low-income   building  for 
any  taxable  year  is  an  amount  equal  to— 

"(i)  the  applicable  fraction  (determined  as 
of  the  close  of  such  taxable  year)  of 

"(ii)  the  eligible  basis  of  such  building  (de- 
termined under  subsection  (d)(5)). 

"(B)  Applicable  Fraction.— For  purposes 
of  subparagraph  (A),  the  term  applicable 
fraction '  means  the  smaller  of  the  unit  frac- 
tion or  the  floor  space  fraction. 

"(C)  Unit  fraction— For  purposes  of  sub- 
paragraph (B).  the  term  'unit  fraction' 
means  the  fraction — 

"(i)  the  numerator  of  which  is  the  number 
of  low-income  units  in  the  building,  and 

"(ii)  the  denominator  of  which  is  the 
number  of  residential  rental  units  (whether 
or  not  occupied)  in  such  building. 

"(D)  Floor  space  fraction.— For  purposes 
of  subparagraph  (B),  the  term  'floor  space 
fraction '  means  the  fraction— 

"(i)  the  numerator  of  which  is  the  total 
floor  space  of  the  low-income  units  in  such 
building,  and 

"(ii)  the  denominator  of  which  is  the  total 
floor  space  of  the  residential  rental  units 
(whether  or  not  occupied)  in  such  building. 
"(2)  Qualified  low-income  building.— The 
term  'qualified  low-income  building'  means 
any  building— 

"(A)  which  at  all  times  during  the  compli- 
ance period  with  respect  to  such  building  is 
part  of  a  qualified  low-income  housing 
project,  and 

"(B)  to  which  the  amendments  made  by 
section  201(a)  of  the  Tax  Reform  Act  of  1986 
apply. 

"(d)  Eligible  Basis.— For  purposes  of  this 
section— 

"(1)  New  Buildings.— The  eligible  basis  of 
a  new  building  is  its  adjusted  basis. 
"1 2)  Existing  buildings.— 
"(A)  In  general.— The  eligible  basis  of  an 
existing  building  is— 

"(i)  in  the  case  of  a  building  which  meets 
the  requirements  of  subparagraph  (B).  the 
sum  of— 

"(I)  the  portion  of  its  adjusted  basis  at- 
tributable to  its  acquisition  cost,  plus 

"(II)  amounts  chargeable  to  capital  ac- 
count and  incurred  by  the  taxpayer  (before 
the  close  of  the  1st  taxable  year  of  the  credit 
period  for  such  building)  for  property  (or 
additions  or  improvements  to  property)  of  a 
character  subject  to  the  allowance  for  depre- 
ciation, and 
"(ii)  zero  in  any  other  case. 
"(B)  Requirements.— A  building  meets  the 
requirements  of  this  subparagraph  if— 

"(i)  the  building  is  acquired  by  purchase 
(as  defined  in  section  179(d)(2)), 

"(ii)  there  is  a  period  of  at  least  10  years 
between  the  date  of  its  acquisition  by  the 
taxpayer  and  the  later  of— 

"(I)  the  date  the  building  was  last  placed 
in  service ,  or 

"(II)  the  date  of  the  most  recent  nonqual- 
ified substantial  improvement  of  the  build- 
ing, and 

"(Hi)  the  building  was  not  previously 
placed  in  service  by  the  taxpayer  or  by  any 
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person  who  was  a  related  person  with  re- 
spect to  the  taxpayer  as  of  the  time  previous- 
ly placed  in  service. 

"(C)  Acquisition  cost.— For  purposes  of 
subparagraph  (A),  the  cost  of  any  building 
shall  not  include  so  much  of  the  basis  of 
such  building  as  is  determined  by  reference 
to  the  basis  of  other  property  field  at  any 
time  by  the  person  acquiring  the  building. 

"(D)  Special  rules  for  subparagraph 
(B>.— 

"(i)  Nonqualified  substantial  improve- 
ment.—For  purposes  of  subparagraph 
(B)(ii)- 

"(I)  In  general.— The  term  'nonqualified 
substantial  improvement'  means  any  sub- 
stantial improvei.ient  if  section  167(k)  was 
elected  with  respect  to  such  improvement  or 
section  168  (as  in  effect  on  the  day  before  the 
date  of  the  enactment  of  the  Tax  Reform  Act 
of  1986)  applied  to  such  improvement. 

"(II)  Date  of  substantial  improvement.— 
The  date  of  a  substantial  improvement  is 
the  last  day  of  the  24-month  period  referred 
to  in  subclause  (III). 

"(Ill)  Substantial  improvement.— The  term 
'substantial  improvement'  means  the  im- 
provements added  to  capital  account  with 
respect  to  the  building  during  any  24-month 
period,  but  only  if  the  sum  of  the  amounts 
added  to  such  account  during  such  period 
equals  or  exceeds  25  percent  of  the  adjusted 
basis  of  the  building  (determined  without 
regard  to  paragraphs  (2)  and  (3)  of  section 
1016(all  as  of  the  1st  day  of  such  period. 

"(ii)  Special  rule  for  nontaxable  ex- 
changes.—For  purposes  of  determining 
under  subparagraph  (B)(ii)  when  a  building 
was  last  placed  in  service  ,  there  shall  not  be 
taken  into  account  any  placement  in  service 
in  connection  with  the  acquisition  of  the 
building  in  a  transaction  in  which  the  basis 
of  the  building  in  the  hands  of  the  person 
acquiring  it  is  determined  in  whole  or  in 
part  by  reference  to  the  adjusted  basis  of 
such  building  in  the  hands  of  the  person 
from  whom  aquired. 

"(Hi)  Related  person,  etc.— 
"(I)  Application  of  section  ns.-For  pur- 
poses of  subparagraph  (B)(i).  section  179(d) 
shall  be  applied  by  substituting  "10  percent" 
for  "50  percent"  in  section  267(b)  and  707(b) 
and  in  section  179(b)(7). 

"(ID  Related  person.— For  purposes  of 
subparagraph  (B)(iii).  a  person  (hereinafter 
in  this  subclause  referred  to  as  the  related 
person')  is  related  to  any  person  if  the  relat- 
ed persons  bears  a  relationship  to  such 
person  specified  in  section  267(b)  or 
707(b)(1).  or  the  related  person  and  such 
person  are  engaged  in  trades  or  businesses 
under  common  control  (within  the  meaning 
of  subsections  (a)  and  (b)  of  section  52).  For 
purposes  of  the  preceding  sentence,  in  apply- 
ing section  267(b)  or  707(b)(1).  "10  percent' 
shall  be  substituted  for  '50  percent'. 

""(3)  Eligible  basis  reduced  where  dispro- 
portionate STANDARD  FOR  usrTS.—The  eligible 
basis  of  any  building  shall  be  reduced  by  an 
amount  equal  to  the  portion  of  the  adjusted 
basis  of  the  building  which  is  attributable  to 
residential  rental  units  in  the  building 
which  are  not  low-inco7ne  units  and  which 
are  above  the  average  quality  standard  of 
the  low-income  units  in  the  building. 

(4)  Special  rules  relating  to  determina- 
tion OF  ADJUSTED  BASIS.— For  purposts  of  this 
subsection— 

""(A)  In  GENERAL.— Except  as  provided  in 
subparagraph  (B),  the  adjtisted  basis  of  any 
building  shall  be  determined  without  regard 
to  the  adjusted  basis  of  any  property  which 
is  not  residential  rental  property. 
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"(B)  Basis  of  property  in  common  areas, 
ETC.,  INCLUDED.— TTie  adjusted  basis  of  any 
building  shall  be  determined  by  taking  into 
account  the  adjusted  basis  of  property  (of  a 
character  subject  to  the  allowance  for  depre- 
ciation) used  in  common  areas  or  provided 
as  comparable  amenities  to  all  residential 
rental  units  in  such  building. 

(C)  No  reduction  for  depreciation.— The 
adjusted  basis  of  any  building  shall  be  deter- 
mined without  regard  to  paragraphs  12)  and 
(3)  of  section  1016(a). 

"(S)  EUaiBLE  BASIS  DETERMINED  WHEN 
BUILDING  PLACED  IN  SERVICE.— 

"(A)  In  general.— Except  as  provided  in 
subparagraph  (B),  the  eligible  basis  of  any 
building  for  the  entire  compliance  period  for 
such  building  shall  be  its  eligible  basis  on 
the  date  such  building  is  placed  in  service. 

"(B)  Eligible  basis  reduced  by  federal 
GRANTS.— If,  during  any  taxable  year  of  the 
compliance  period,  a  grant  is  made  with  re- 
spect to  any  building  or  the  operation  there- 
of and  any  portion  of  such  grant  is  funded 
with  Federal  funds  (whether  or  not  includ- 
ible in  gross  income),  the  eligible  basis  of 
such  building  for  such  taxable  year  and  all 
succeeding  taxable  years  shaU  be  reduced  by 
the  portion  of  such  grant  which  is  so  funded. 

"(6)  Credit  allowable  for  certain  feder- 
ally-assisted buildings  acquired  during  10- 
year  period  described  in  paragraph  (21(B) 
(HI 

"(A)  In  general.— On  application  by  the 
taxpayer,  the  Secretary  (after  consultation 
with  the  appropriate  Federal  official)  may 
waive  paragraph  (2)(B)(ii)  with  respect  to 
any  federally-assisted  building  if  the  Secre- 
tary determines  that  such-  waiver  is  neces- 
sary— 

"(i)  to  avert  an  assignment  of  the  mort- 
gage secured  by  property  in  the  project  (of 
which  such  building  is  a  part)  to  the  Depart- 
ment of  Housing  and  Urban  Development  or 
the  Fanners'  Home  Administration, 

"(ii)  to  avert  a  claim  against  a  Federal 
mortgage  irisurance  fund  (or  such  Depart- 
ment or  Administration)  with  respect  to  a 
mortgage  which  is  so  secured,  or 

■•(Hi)  to  the  extent  provided  in  regula- 
tions, by  reason  of  other  circumstances  of  fi- 
nancial distress. 

The  preceding  sentence  shall  not  apply  to 
any  building  described  in  paragraph  (7)(B). 

"(B)  Federally-assisted  building.— For 
purposes  of  subparagraph  (A),  the  term  'fed- 
erally-assisted building'  meaiis  any  building 
which  is  substantially  assisted,  financed,  or 
operated  under— 

"(i)  section  S  of  the  United  States  Housing 
Act  of  1937, 

"(ii)  section  221(d)' 3)  or  236  of  the  Na- 
tional Housing  Act  of  1934,  or 

"(Hi)  section  SIS  of  the  Housing  Act  of 
1949, 

as  such  Acts  are  in  effect  on  the  date  of  the 
enactment  of  the  Tax  Reform  Act  of  1986. 

"(C)  Appropriate  federal  official.— For 
purposes  of  subparagraph  (A),  the  term  'ap- 
propriate Federal  official'  means— 

"(i)  the  Secretary  of  Housing  and  Urban 
Development  in  the  case  of  any  building  de- 
scribed in  subparagraph  (B)  by  reason  of 
clause  (i)  or  (ii)  thereof,  and 

"(ii)  the  Secretary  of  Agriculture  in  the 
case  of  any  building  described  in  subpara- 
graph (B)  by  reason  of  clause  (Hi)  thereof. 

"(7)  Acquisition  of  building  before  end  of 
prior  compliance  period.— 

"(A)  In  general.— Under  regulations  pre- 
scribed by  the  Secretary,  in  the  case  of  a 
building    described    in    subparagraph    (B) 
which  is  acguired  by  the  taxpayer— 
"(i)  paragraph  (2)(B)  shall  not  apply,  but 


"(ii)  the  credit  allowable  by  reason  of  sub- 
section (a)  to  the  taxpayer  for  any  period 
after  such  acquisition  shall  be  equal  to  the 
amount  of  credit  which  would  have  been  al- 
lowable under  sebsection  (a)  for  such  period 
to  the  prior  owner  referred  to  in  subpara- 
graph (B)  has  such  owner  not  disposed  of 
the  building. 

"(B)  Description  of  building.— A  building 
is  described  in  this  subparagraph  if— 

"(i)  a  credit  was  allowed  by  reason  of  sub- 
section (a)  to  any  prior  owner  of  such  build- 
ing, and 

"(ii)  the  taxpayer  acguired  such  building 
before  the  end  of  the  compliance  period  for 
such  building  with  respect  to  such  prior 
owner  (determined  vnthout  regard  to  any 
disposition  by  such  prior  owner). 

"(e)  Rehabilitation  expenditures  treated 
AS  Separate  New  BOildino.— 

"(1)  In  general.— Rehabilitation  expendi- 
tures paid  or  incurred  by  the  taxpayer  with 
respect  to  any  building  shall  be  treated  for 
purposes  of  this  section  as  a  separate  new 
building. 

"(2)  Rehabilitation  expenditures.— For 
purposes  of  paragraph  (1)— 

"(A)  In  general.— The  term  'rehabilitation 
expenditures'  means  amounts  chargeable  to 
captial  account  and  incurred  for  property 
(or  additions  or  improvements  to  property) 
of  a  character  subject  to  the  allowance  for 
depreciation  in  connection  with  the  reha- 
bilitation of  a  building. 

"(B)  Cost  OF  Acquisition,  etc,  not  includ- 
ED.— Such  term  does  not  include  the  cost  of 
acquiring  any  building  (or  interest  therein) 
or  any  amaunt  not  permitted  to  be  taken 
into  account  under  paragraph  (3)  or  (4)  of 
subsection  (d). 

"(3)  Average  of  rehabilitation  expendi- 
tures MUST  BE  1 2,000  OR  MORE.— 

"(A)  In  general.— Paragraph  (1)  shall 
apply  to  rehabilitation  expenditures  with  re- 
spect to  any  building  only  if  the  qualified 
basis  attributable  to  such  expenditures  in- 
curred during  any  24-month  period,  when 
divided  by  the  low-income  units  in  the 
building,  is  $2,000  or  more. 

"(B)  Date  of  determination.— The  determi- 
nation under  subparagraph  (A)  shall  be 
made  as  of  the  close  of  the  1st  taxable  year 
in  the  credit  period  with  respect  to  such  ex- 
penditures. 

"(4)  Special  rules.— For  purposes  of  apply- 
ing this  section  with  respect  to  expenditures 
which  are  treated  as  a  separate  building  by 
reason  of  this  subsection— 

"(A)  such  expenditures  shall  be  treated  as 
pUiced  in  service  at  the  close  of  the  24-month 
period  referred  to  in  paragraph  (3)(A),  and 

"(B)  the  applicable  fraction  under  subsec- 
tion (c)(1)  shall  be  the  applicable  fraction 
for  the  building  (without  regard  to  para- 
graph (1))  with  respect  to  which  the  expendi- 
tures were  incurred. 

Nothing  in  subsection  (d)(2)  shall  prevent  a 
credit  from  being  allowed  by  reason  of  this 
subsectioru 

"(S)  No  double  counting.— Rehabilitation 
expenditures  may.  at  the  election  of  the  tax- 
payer, be  taken  into  account  under  this  sub- 
section or  subsection  (d)(2)(A)(i)(II)  but  not 
under  both  such  subsections. 

"(6)  Regulations  to  apply  subsection 
with  respect  to  group  of  units  in  build- 
iNG.—The  Secretary  may  prescribe  regula- 
tions, consistent  with  the  purposes  of  this 
subsection,  treating  a  group  of  units  with  re 
sped  to  whch  rehabilitation  expenditures 
are  incurred  as  a  separate  new  building. 

"(f)  Definition  and  Special  Rules  Relat- 
ing TO  Credit  Period.— 
"(1)  Credit  period  defined.— For  purposes  of 
this  section,  the  term  'credit  period'  means. 


uxith  respect  to  any  building,  the  period  of 
10  taxable  years  beginning  with  the  taxable 
year  in  which  the  building  is  placed  in  serv- 
ice or,  at  the  election  of  the  taxpayer,  the 
succeeding  taxable  year.  Such  an  election, 
once  made,  shall  be  irrevocable. 
"(2)  Special  rule  for  ist  year  of  credit 
period.— 

"(A)  In  general.— The  credit  allowable 
under  subsection  (a)  with  respect  to  any 
building  for  the  1st  taxable  year  of  the  credit 
period  shall  be  determined  by  substituting 
for  the  applicable  fraction  under  subsection 
(c)(1)  the  fraction— 

"(i)  the  numerator  of  which  is  the  sum  of 
the  applicable  fractions  determined  under 
subsection  (c)(1)  as  of  the  close  of  each  full 
month  of  such  year  during  which  such 
building  was  in  service,  arid 

"(ii)  the  denominator  of  which  is  12. 

"(B)  Disallowed  ist  year  credit  allowed 
IN  iiTH  YEAR.— Any  reduction  by  reason  of 
subparagraph  (AJ  in  the  credit  allowable 
(without  regard  to  subparagraph  (A))  for  the 
1st  taxable  year  of  the  credit  period  shall  be 
allowable  under  subsection  la)  for  the  1st 
taxable  year  following  the  credit  period. 

"(3)  Special  rule  where  increase  in  quau- 
fied  basis  after  1st  year  of  credtt  period.— 

"(A)  CREDTT  INCREASED.— If— 

"(i)  as  of  the  close  of  any  taxable  year  in 
the  compliance  period  (after  the  1st  year  of 
the  credit  period)  the  qualified  basis  of  any 
building  exceeds 

"(ii)  the  qualified  basis  of  such  building  as 
of  the  close  of  the  1st  year  of  the  credit 
period, 

the  credit  allowable  under  subsection  (a)  for 
the  taxable  year  (determined  without  regard 
to  this  paragraph)  shall  be  increased  by  an 
amount  equal  to  the  product  of  such  excess 
and  the  percentage  equal  to  %  of  the  applica- 
ble percentage  for  such  building. 

"(B)  1st  year  COMPUTATION  APPUES.—A  rule 
similar  to  the  rule  of  paragraph  (2)1  A)  shall 
apply  to  the  additional  credit  allowable  by 
reason  of  this  paragraph  for  the  Isl  year  in 
which  such  additional  credit  is  allowable. 

"(g)  QuAUFiED  Low-Income  Housing 
Project.— For  purposes  of  this  section— 

"IV  In  general.— The  term  qualified  low- 
income  housing  project'  means  any  project 
for  residential  rental  property  if  the  project 
meets  the  requirements  of  subparagraph  I  A) 
or  (Bl  whichever  is  elected  by  the  taxpayer: 

"lA)  20-50  test— The  project  meets  the  re- 
quirements of  this  subparagraph  if  20  per- 
cent or  more  of  the  residential  units  in  such 
projet  are  both  rent-restricted  and  occupied 
by  individuals  whose  income  is  SO  percent 
or  less  of  area  median  gross  income. 

"(B)  40-60  TEST.— The  project  meets  the  re- 
quirements of  this  subparagraph  if  40  per- 
cent or  more  of  the  residential  units  in  stich 
project  are  both  rent-restricted  and  occupied 
by  individuals  whose  income  is  60  percent 
or  less  of  area  median  gross  income. 
Any  election  under  this  paragrapK  once 
made,  shall  be  irrevocable.  For  purposes  of 
this  paragraph,  any  property  shall  not  be 
treated  as  failing  to  be  residential  rental 
property  merely  because  part  of  the  building 
in  which  such  property  is  located  is  used  for 
purposes  other  than  residential  rental  pur- 
poses. 

"(2)  Rent-restricted  units.— 

"(A)  In  QENERAL.—For  purposes  of  para- 
graph (1).  a  residential  unit  is  rent-restrict- 
ed if  the  gross  rent  with  respect  to  such  unit 
does  not  exceed  30  percent  of  the  income 
limitation  under  paragraph  (1)  applicable 
to  individuals  occupying  such  unit 

"(B)  Gross  rent.— For  purposes  of  sub- 
paragraph (A),  gross  rent — 
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"to  does  not  include  any  payment  under 
section  8  of  the  United  States  Housing  Act  of 
1937  or  any  comparable  Federal  rental  as- 
sistance program  (with  respect  to  such  unit 
or  occupants  thereof/,  and 

"(in  includes  any  utility  allowance  deter- 
mined by  the  Secretary  after  taking  into  ac- 
count such  determinations  under  section  8 
of  the  United  States  Housing  Act  of  1937. 
"(3)  Date  fok  meeting  RsguiREME/'rrs.— 
"(A)  Projects  consisting  of  i  building.— 
In  the  case  of  a  project  which  does  not  have 
any  other  building  in  service,  such  project 
shall  not  be  treated  as  meeting  the  require- 
ments of  paragraph  (1)  unless  it  meets  such 
requirements  not  later  than  the  date  which 
is  12  months  after  the  date  such  project  is 
placed  in  service. 

"(B>  Projects  consisting  of  more  than  i 
building.— In  the  case  of  a  project  which  has 
a  building  in  service  when  a  later  building 
is  placed  in  service  as  part  of  such  project, 
such  project  shall  not  be  treated  as  meeting 
the  requirements  of  paragraph  (1)  with  re- 
spect to  such  later  building  unless— 

"(iJ  such  project  meets  such  requirements 
without  regard  to  such  later  building  on  the 
date  such  later  building  is  placed  in  service, 
and 

"(ii>  such  project  meets  such  requirements 
with  regard  to  such  later  building  not  later 
than  the  date  which  is  12  months  after  the 
date  such  later  building  is  placed  in  service. 
"(41  Certain  rules  made  applicable.— 
Paragraphs  (21  (other  than  subparagraph 
(A)  thereof),  (3).  (41.  (5),  (6),  and  (7)  of  sec- 
tion 142(dl.  and  section  66S2(j),  shall  apply 
for  purposes  of  determining  whether  any 
project  is  a  qualified  low-income  housing 
project  and  whether  any  unit  is  a  low- 
income  unit 

"(S)  Election  to  treat  building  after 
compliance  period  as  not  part  of  a 
PROJECT.— For  purposes  of  this  section,  the 
taxpayer  may  elect  to  treat  any  building  as 
not  part  of  a  qualified  low-income  housing 
project  for  any  period  beginning  after  the 
compliance  period  for  such  building. 

"(h)  Limitation  on  Aggregate  Credit  Al- 
lowable With  Respect  to  Projects  Located 
MA  State.— 

"(1)  Credit  MAY  not  exceed  credit  amount 
allocated  to  building.— No  credit  shall  be 
allowed  by  reason  of  this  section  for  any 
taxable  year  with  respect  to  any  building  in 
excess  of  the  housing  credit  dollar  amount 
allocated  to  such  building  under  this  subsec- 
tion. An  allocation  shall  be  taken  into  ac- 
count under  the  preceding  sentence  only  if  it 
occurs  not  later  than  the  earlier  of— 

"(A)  the  60th  day  after  the  close  of  the  tax- 
able year,  or 

"(B)  the  close  of  the  calendar  year  in 
which  such  taxable  year  ends. 

"(2)  Allocated  credit  amount  to  apply  to 
all  taxable  years  ending  during  or  after 
credit  allocation  year.— Any  housing  credit 
dollar  amount  allocated  to  any  building  for 

any  calendar  year 

"(A)  shall  apply  to  such  building  for  all 
taxable  years  in  the  compliance  period 
ending  during  or  after  such  calendar  year 
and 

"(B)  shall  reduce  the  aggregate  housing 
credit  dollar  amount  of  the  allocating 
agency  only  for  such  calendar  year 

"(3/  Housing  credit  dollar  amount  for 
aoencies.— 

"(A)  In  general.— The  aggregate  housing 
credit  dollar  amount  which  a  housing  credit 
agency  may  allocate  for  any  calendar  year 
is  the  portion  of  the  State  housing  credit 
ceiling  allocated  under  this  paragraph  for 
such  calendar  year  to  such  agency. 


"(B)  State  ceiling  initially  allocated  to 

STATE   HOUSING    CREDIT  AGENCIES.— ExCCpt    OS 

provided  in  subparagraphs  (D)  and  (E),  the 
Slate  housing  credit  ceiling  for  each  calen- 
dar year  shall  be  allocated  to  the  housing 
credit  agency  of  such  State.  If  there  is  more 
than  1  housing  credit  agency  of  a  State,  all 
such  agencies  shall  be  treated  as  a  single 
agency. 

"(C)  State  housing  credit  ceiling.— The 
State  housing  credit  ceiling  applicable  to 
any  State  for  any  calendar  year  shall  be  on 
amount  equal  to  SI. 25  multiplied  by  the 
State  population. 

"(D)  Special  rule  for  states  with  consti- 
tutional home  rule  cities.— For  purposes  of 
this  subsection— 

"(i)  In  general.— The  aggregate  housing 
credit  dollar  amount  for  any  constitutional 
home  rule  city  for  any  calendar  year  shall  be 
an  amount  which  bears  the  same  ratio  to  the 
State  housing  credit  ceiling  for  such  calen- 
dar year  as— 

"(I)  the  population  of  such  city,  bears  to 

"(II)  the  population  of  the  entire  State. 

"(ii)  Coordination  with  other  alloca- 
tions.—In  the  case  of  any  State  which  con- 
tains 1  or  more  constitutional  home  rule 
cities,  for  purposes  of  applying  this  para- 
graph unth  respect  to  housing  credit  agen- 
cies in  such  State  other  than  constitutional 
home  rule  cities,  the  State  housing  credit 
ceiling  for  any  calendar  year  shall  be  re- 
duced by  the  aggregate  housing  credit  dollar 
amounts  determined  for  such  year  for  all 
constitutional  home  rule  cities  in  such 
State 

"(Hi)  Constitutional  home  rule  city.— For 
purposes  of  this  paragraph,  the  term  consti- 
tutional home  rule  city'  has  the  meaning 
given  such  term  by  section  146(d)(3)(C). 

"(E)  State  may  provide  for  different  al- 
location.—Rules  similar  to  the  rules  of  sec- 
tion 146(e)  (other  than  paragraph  (2)(B) 
thereof)  shall  apply  for  purposes  of  this 
paragraph. 

"(F)  Population.— For  purposes  of  this 
paragraph,  population  shall  be  determined 
in  accordance  with  section  146(j). 

"(4)  Credit  FOR  buildings  financed  by  tax- 
exempt  BONDS  SUBJECrr  to  VOLUME  CAP  NOT 
TAKEN  INTO  ACCOUNT.— 

"(A)  In  general.— Paragraph  (1)  shall  not 
apply  to  the  portion  of  any  credit  allowable 
under  subsection  (a)  which  is  attributable  to 
eligible  basis  financed  by  any  obligation  the 
interest  on  which  is  exempt  from  tax  under 
section  103  and  which  is  taken  into  account 
under  section  146. 

"(B)  Special  rule  where  to  percent  or 

MORE  OF  BUILDING  IS  FINANCED  WITH  TAX- 
EXEMPT  BONDS  SUBJECT  TO    VOLUME  CAP.—For 

purposes  of  subparagraph  (A),  if  70  percent 
or  more  of  the  aggregate  basis  of  any  build- 
ing and  the  land  on  which  the  building  is  lo- 
cated is  financed  by  any  obligation  de- 
scribed in  subparagraph  (A),  paragraph  (1) 
shall  not  apply  to  any  portion  of  the  credit 
allowable  under  subsection  la)  with  respect 
to  such  building. 
"(5)  Portion  of  state  ceiung  set-aside  for 

CERTAIN  projects  INVOLVING  QUALIFIED  NON- 
PROFIT organizations.— 

"(A)  In  aENERAL.—Not  more  than  90  per- 
cent of  the  State  housing  credit  ceiling  for 
any  State  for  any  calendar  year  shall  be  al- 
located to  projects  other  than  qualified  low- 
income  housing  projects  described  in  sub- 
paragraphs (B). 

"(B)  Projects  involving  quaufied  non- 
PROFTT  ORGANIZATIONS.— For  purposcs  of  Sub- 
paragraph (A),  a  qualified  low-income  hous- 
ing project  is  descrit>ed  in  this  subparagraph 
if  a  qualified  nonprofit  organization  is  to 
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materially  participate  (within  the  meaning 
of  section  469(h)  in  the  development  and  op- 
eration of  the  project  throughout  the  compli- 
ance period. 

"(C)  Quaufied  nonprofit  organization.— 
For  purposes  of  this  paragraph,  the  term 
'qualified  nonprofit  organization'  means 
any  organization  if— 

"(i)  such  organization  is  described  in 
paragraph  (3)  or  (4)  of  section  501  (c)  and  is 
exempt  from  tax  under  section  501(a),  and 

"(ii)  1  of  the  exempt  purposes  of  such  orga- 
nization includes  the  fostering  of  low- 
income  housing. 

"(D)  State  may  not  override  set-aside.— 
Nothing  in  subparagraph  (E)  of  paragraph 
(3)  shall  be  construed  to  permit  a  State  not 
to  comply  with  subparagraph  (A)  of  this 
paragraph. 

"(6)  Special  rules.— 

"(A)  Building  must  be  located  within  ju- 
risdiction of  credit  agency.— a  housing 
credit  agency  may  allocate  its  aggregate 
housing  credit  dollar  amount  only  to  build- 
ings located  in  the  jurisdiction  of  the  gov- 
ernmental unit  of  which  such  agency  is  a 
part 

"(B)  Housing  credit  dollar  amount  may 

NOT  BE  CARRIED  OVER,  ETC.— 

"(i)  No  CARRYOVER.— The  portion  of  the  ag- 
gregate housing  credit  dollar  amount  of  any 
housing  credit  agency  which  is  not  allocated 
for  any  calendar  year  may  not  be  carried 
over  to  any  other  calendar  year. 

"(ii)  Allocation  may  not  be  earlier  than 

YEAR  IN  WHICH  BUILDING  PLACED  IN  SERVICE.— A 

housing  credit  agency  may  allocate  its  hous- 
ing credit  dollar  amount  for  any  calendar 
year  only  to  buildings  placed  in  service 
before  the  close  of  such  calendar  year. 

"(C)  Agency  allocations  in  excess  of 
LIMIT.— If  the  aggregate  housing  credit  dollar 
amounts  allocated  by  a  housing  credit 
agency  for  any  calendar  year  exceed  the  por- 
tion of  the  State  housing  credit  ceiling  allo- 
cated to  such  agency  for  such  calendar  year, 
the  housing  credit  dollar  amounts  so  allo- 
cated shall  be  reduced  (to  the  extent  of  such 
excess)  for  buildings  in  the  reverse  of  the 
order  in  which  the  allocations  of  such 
amounts  were  made. 

"(D)  Credit  allowable  determined  with- 
out REGARD  TO  averaging  CONVENTION,  ETC.— 

For  purposes  of  this  subsection,  the  credit 
allowable  under  subsection  (a)  vHth  respect 
to  any  building  shall  be  determined— 

"(i)  without  regard  to  paragraphs  (2)(AJ 
and  (3)(B)  of  subsection  (f),  and 

"(ii)  by  applying  subsection  (f)(3)(A)  with- 
out regard  to  'the  percentage  equal  to  2/3 
of 

"(7)  Other  definitions.— For  purposes  of 
this  subsection— 

"(A)  Housing  credtt  agency.— The  term 
"housing  credit  agency'  means  any  agency 
authorized  to  carry  out  this  subsection. 

"(B)  Possessions  treated  as  states.— The 
term  'State'  includes  a  possession  of  the 
United  States. 

"(i)  Definitions  and  Special  Rules.— For 
purposes  of  this  section— 

"(1)  CoMPUANCE  period.— The  term  'com- 
pliance period'  means,  with  respect  to  any 
building,  the  period  of  IS  taxable  years  be- 
ginning with  the  1st  taxable  year  of  the 
credit  period  u>ith  respect  thereto. 

"(2)  Determination  or  whether  bvildimo  is 
federally  subsidized.— 

(A)  In  general.— Except  as  otherwise  pro- 
vided in  this  paragraph,  for  purposes  of  sub- 
section (b)(1),  a  new  building  shall  be  treat- 
ed as  federally  subsidized  for  any  taxable 
year  if,  at  any  time  during  such  taxable 
year,  there  is  outstanding  any  obligation  the 
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purposes  of 


Rules.— For 


BVILDINO  IS 


interest  on  which  is  exempt  from  tax  under 
section  103,  or  any  below  market  Federal 
loan,  the  proceeds  of  which  are  used  (direct- 
ly or  indirectly^  with  respect  to  such  build- 
ing or  the  operation  thereof 
"IB)  Election  to  reduce  euoible  basis  by 

OUTSTANDING  BALANCE  OF  LOAN.— A  loan  shall 

not  be  taken  into  account  under  subpara- 
graph (A)  if  the  taxpayer  elects  to  exclude  an 
amount  egual  to  the  outstanding  balance  of 
such  loan  from  the  eligible  basis  of  the 
building  for  purposes  of  subsection  (d). 

"(C)  Below  market  federal  loan.— For 
purposes  of  subparagraph  (A),  the  term 
'below  market  Federal  loan'  means  any  loan 
funded  in  whole  or  in  part  with  Federal 
funds  if  the  interest  rate  payable  on  such 
loan  is  less  than  the  applicable  Federal  rate 
in  effect  under  section  1274(dKll  (as  of  the 
date  on  which  the  loan  was  made). 
"(3)  Low-income  unit.— 
"(A)  In  general.— The  term  low-income 
unit'  means  any  unit  in  a  building  if— 

"(i)  such  unit  is  rent-restricted  (as  defined 
in  subsection  (g)(2)),  and 

"(ii)  the  individucUs  occupying  such  unit 
meet  the  income  limitation  applicable  under 
subsection  (gKl)  to  the  project  of  which  such 
building  is  a  part 

"(B)  Exceptions.— A  unit  shall  not  be 
treated  as  a  low-income  unit  unless  the  unit 
is  suitable  for  occupancy  and  used  other 
than  on  a  transient  basis. 

"(C)  Special  rule  for  buildings  having  4 
OR  FEWER  units.— In  the  case  of  any  building 
which  has  4  or  fewer  residential  rental 
units,  no  unit  in  such  building  shall  be 
treated  as  a  low-income  unit  if  the  units  in 
such  building  are  owned  by— 

"(i)  any  individual  who  occupies  a  resi- 
dential unit  in  such  building,  or 

"(ii)  any  person  who  is  related  (as  defined 
in  subsection  (d)(2)(D)(iii))  to  such  individ- 
ual. 

"(4)  New  building.— The  term  'new  build- 
ing' means  a  building  the  original  use  of 
which  begins  with  the  taxpayer. 

"(5)  Existing  building.— The  term  'exist- 
ing building'  means  any  building  which  is 
not  a  new  building. 
"(})  Recapture  of  Credit.— 
"(1)  In  general.— If— 

"(A)  as  of  the  close  of  any  taxable  year  in 
the  compliance  period,  the  amount  of  the 
qualified  basis  of  any  building  with  respect 
to  the  taxpayer  is  less  than 

"(B)  the  amount  of  such  basis  as  of  the 
close  of  the  preceding  taxable  year, 
then  the  taxpayer's  tax  under  this  chapter 
for  the  taxable  year  shall  be  increased  by  the 
credit  recapture  amount 

"(2)  Credit  recapture  amount.— For  pur- 
poses of  paragraph  (1),  the  credit  recapture 
amount  is  an  amxiunt  equal  to  the  sum  of— 
"(A)  the  aggregate  decrease  in  the  credits 
allowed  to  the  taxpayer  under  section  38  for 
all  prior  taxable  years  which  uwuld  have  re- 
sulted if  the  accelerated  portion  of  the  credit 
allowable  by  reason  of  Uiis  section  were  not 
allowed  for  all  prior  taxable  years  with  re- 
spect to  the  excess  of  the  amount  described 
in  paragraph  (1)(B)  over  the  amount 
dacribed  in  paragraph  (l)(A),  plus 

"(B)  interest  at  the  overpayment  rate  es- 
tablished under  section  6621  on  the  amount 
determined  under  subparagraph  (A)  for  each 
prior  taxable  year  for  the  period  beginning 
on  the  due  date  for  filing  the  return  for  the 
prior  taxable  year  involved 
No  deduction  shall  be  aUotoed  under  this 
chapter  for  interest  described  in  subpara- 
graph (B). 

"(3)  Accelerated  portion  or  credit.— For 
purposes  of  paragraph  12),  the  accelerated 


portion  of  the  credit  for  the  prior  tax(ible 
years  with  respect  to  any  amount  of  basis  is 
the  excess  of— 

"(A)  the  aggregate  credit  allowed  by  reason 
of  this  section  (unthout  regard  to  this  sub- 
section) for  such  years  with  respect  to  such 
basis,  over 

"(B)  the  aggregate  credit  which  would  6c 
allowable  by  reason  of  this  section  for  such 
years  with  respect  to  such  basis  if  the  aggre- 
gate credit  which  would  (but  for  this  subsec- 
tion) have  been  allowable  for  the  entire  com- 
pliance period  were  allowable  ratably  over 
15  years. 

"(4)  Special  rules.— 

"(A)  Tax  benefit  rule.— The  tax  for  the 
taxable  year  shall  be  increased  under  para- 
graph (1)  only  with  respect  to  credits  al- 
lowed by  reason  of  this  section  which  were 
used  to  reduce  tax  liability.  In  the  case  of 
credits  not  so  used  to  reduce  tax  liability, 
the  carryforwards  and  carrybacks  under  sec- 
tion 39  shall  be  appropriately  adjusted. 

"(B)  Only  basis  for  which  credit  allowed 
taken  into  account.— Qualified  basis  shall 
be  taken  into  account  under  paragraph 
(1)(B)  only  to  the  extent  such  basis  was 
taken  into  account  in  determining  the 
credit  under  subsection  (a)  for  the  preceding 
taxable  year  referred  to  in  such  paragraph. 

"(C)  No  RECAPTURE  OF  ADDITIONAL  CREDIT 
allowable  by  reason  of  SUBSECTION  fF>/3).— 

Paragraph  (1)  shall  apply  to  a  decrease  in 
qualified  basis  only  to  the  extent  such  de- 
crease exceeds  the  amount  of  qualified  basis 
with  respect  to  which  a  credit  was  allowable 
for  the  taxable  year  referred  to  in  paragraph 
(1)(B)  by  reason  of  subsection  (f)(3). 

"(D)  No  CREDITS  AGAINST  TAX.— Any  in- 
crease in  tax  under  this  subsection  shall  not 
be  treated  as  a  tax  imposed  by  this  chapter 
for  purposes  of  determining  the  amount  of 
any  credit  under  subpart  A,  B,  or  D  of  this 
part 

"(E)  No  RECAPTURE  BY  REASON  OF  CASUALTY 

LOSS.— The  increase  in  tax  under  this  subsec- 
tion shall  not  apply  to  a  reduction  in  quali- 
fied basis  by  reason  of  a  casualty  loss  to  the 
extent  such  loss  is  restored  by  reconstruction 
or  replacement  within  a  reasonable  period 
established  by  the  Secretary. 

"(5)  Certain  partnerships  treated  as  the 
taxpayer.— 

"(A)  In  general.— For  purposes  of  apply- 
ing this  subsection  to  a  partnership  to 
which  this  paragraph  applies— 

"(i)  such  partnership  shall  be  treated  as 
the  taxpayer  to  which  the  credit  allowable 
under  subsection  (a)  was  allowed 

"(ii)  the  amount  of  such  credit  allowed 
shall  be  treated  as  the  amount  which  would 
have  been  allowed  to  the  partnership  were 
such  credit  allowable  to  such  partnership, 

"(Hi)  paragraph  (4)(A)  shall  not  apply, 
and 

"(iv)  the  amount  of  the  increase  in  tax 
under  this  subsection  for  any  taxable  year 
shall  be  allocated  among  the  partners  of 
such  partnership  in  the  same  manner  as 
such  partnership's  taxable  income  for  such 
year  is  allocated  among  such  partners. 

"(B)  Partnerships  to  which  paragraph  ap- 
PUES.—This  paragraph  shall  apply  to  any 
partnership— 

"(i)  which  has  35  or  more  partners  each  of 
whom  is  a  natural  person  or  an  estate,  and 

"(ii)  which  elects  the  application  of  this 
paragrapK 

"(C)  Special  RULES.— 

"(i)  Husband  and  wife  treated  as  i  part- 
ner.—For  purposes  of  subparagraph  (B)(i),  a 
husband  and  wife  (and  their  estates)  shall  be 
treated  as  1  partner. 


"(ii)  Election  irrevocable.— Any  election 
under  subparagraph  (B),  once  made,  shall  be 
irrevocable. 

"(6)  No  recapture  on  disposition  of  build- 
ing  WHERE  BOND  POSTED.— In   the  cdse  of  a 

disposition  of  a  building,  the  taxpayer  shall 
be  discharged  from  liability  for  any  addi- 
tional tax  under  this  subsection  by  reason  of 
such  disposition  if— 

"(A)  the  taxpayer  furnishes  to  the  Secre- 
tary a  bond  in  an  amount  satifactory  to  the 
Secretary  and  for  the  period  required  by  the 
Secretary,  and 

"(B)  it  is  reasonably  expected  that  such 
building  will  continue  to  be  operated  as  a 
qualified  low-income  building  for  the  re- 
maining compliance  period  with  respect  to 
such  building. 

"(k)  Application  of  At-Risk  Rules.— For 
purposes  of  this  section— 

"(1)  In  general.— Except  as  otherwise  pro- 
vided in  this  subsection,  rules  similar  to  the 
rules  of  section  46(c)  (81  (other  than  sub- 
paragraph (D)(iv)(l)  thereof).  section 
46(c)(9).  and  section  47(d)(lJ  shaU  apply  in 
determining  the  qualified  basis  of  any  build- 
ing in  the  same  manner  as  suc/i  sectioTis 
apply  in  determining  the  credit  base  of 
property. 

"(2)  Special  rules  for  determining  quau- 
FIED  PERSON.— For  purposcs  of  paragraph 
(D— 

"(A)  In  general.— If  the  requiremenU  of 
subparagraphs  (B),  (CI,  and  (D)  are  met 
with  respect  to  any  financing  borrowed 
from  a  qualified  nonprofit  organisation  (as 
defined  in  subsection  (h>(5)l.  the  determina- 
tion of  whether  such  financing  is  qualified 
commercial  financing  with  respect  to  any 
qualified  low-income  building  shall  be  made 
without  regard  to  whether  such  organiza- 
tion— 

"(i)  is  actively  and  regularly  engaged  in 
the  business  of  lending  money,  or 

"(ii)  is  a  person  described  in  section 
46(c)(8)(D)(ivl(II). 

"(B)  Financing  secured  by  property —The 
requirements  of  this  subparagraph  are  met 
with  respect  to  any  financing  if  such  financ- 
ing is  secured  by  the  qualified  low-income 
building. 

"(C)  Portion  of  building  attributable  to 
FINANCING— The  requirements  of  this  sub- 
paragraph are  met  with  respect  to  any  fi- 
nancing for  any  taxable  year  in  the  compli- 
ance penod  if,  as  of  the  close  of  such  taxable 
year,  not  more  than  60  percent  of  the  eligible 
basis  of  the  qualified  low-income  building  is 
attributable  to  such  financing  (reduced  by 
the  principal  and  interest  of  any  govern- 
mental financing  which  is  part  of  a  wrap- 
around mortgage  involving  such  financing). 
"(D)  Repayment  of  principal  and  inter- 
est.—The  requirements  of  this  subparagraph 
are  met  with  respect  to  any  financing  if 
such  financing  is  fully  repaid  on  or  before 
the  earliest  of— 

"(i)  the  date  on  which  such  financing  ma- 
tures, ,  „ 

"(ii)  the  90th  day  after  the  close  of  the 
compliance  period  with  respect  to  the  quali- 
fied low-income  building,  or 

■■(Hi)  the  date  of  its  refinancing  or  the  sale 
of  the  building  to  which  such  financing  re- 
lates. „  .. 

"(3)  Present  value  of  financing.— If  the 
raU  of  interest  on  any  financing  described 
in  paragraph  (2)(A)  is  less  than  the  rate 
which  is  1  percentage  point  below  the  appli- 
cable Federal  rate  as  of  the  time  such  fi- 
nancing is  incurred,  then  the  qualified  batU 
(to  which  such  financing  relates)  of  the 
qualified  low-income  building  shall  be  the 
present  value  of  the  amount  of  such  financ- 
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nannng  shall  be  determined  by  treating  in-  prescribed  therefor                                                inuunoi  appiyana 

terest  to  the  extent  of  government  subsidies  "^     'rmfREav^rioss -The  Secretary  shall     fJZLT^  ^'"i'^"'^  f ""  ""  '"""*?  "  ""' 

7«tr«nenb  o/  paragraph  I2)ID)  are  not  met,  -11)  dealing  with-  ^ """"*'  regulations-     scnbed  m  thu  subparagraph  if- 
then  the  taxpayers  tax  under  this  chapter  "(A)  projects  which  include  more  than  1       ,'^'  ?"  "'"'"'"  development  action  grant  ap- 
for  the  taxable  year  in  which  such  failure  building  or  only  a  portion  of  a  buildina             Plication  with  respect  to  such  project  was 
occurs   shall   be   increased   by   an   amount  "'BJ  buildings  which  are  placed  in  service     *"''^*"«''  o"  September  13.  1984. 
equal  to  the  applicable  portion  of  the  credit  in  portions.                                                                '"'  **  zoning  commission  map  amendment 
under   this   section    with    respect    to    such  "<2)  providing  for  the  application  of  this     '!^'°'*''  ^°  ^^'^^  project  was  granted  on  July 
building,  increased  by  an  amount  of  interest  section  to  short  taxable  years,  and                          '  •"*^'  "'"' 
for  the  period—  "'3/  preventing  the  avoidance  of  the  rules        '"^'  "'*'  '»""»''«'■  assigned  to  such  project 

"<i)  beginning  with  the  due  date  for  the  °f  "*'«  section.                                                        ^V  ^^e  Federal  Housing  Administration  is 

filing  of  the  return  of  tax  imposed  by  chap-  "'n>  Termination—                                             023-36602. 

ter  1  for  the  1st  taxable  year  for  which  such  '^'  ^''  oeneral.— Except  as  provided  in        'C' Additional  units  eligible  for  credit.— 

credit  was  allowable,  and  parargraph  (2).  the  State  housing  credit  ceil-     ^^  ^^^  case  of  a  building  to  which  subpara- 

'/iif  ending  with  the  due  date  for  the  tax-  ^^g  under  subsection  (h)  shall  be  zero  for  sraph  (A)  applies  and  which  is  part  of  a 
able  year  in  which  such  failure  occurs.  any  calendar  year  after  1989.  project  which  meets  the  requirements  of  sub- 
determined  by  using  the  underpayment  rate  "'^'  Carryover  of  isss  limit  for  certain  Paragraph  (D).  for  each  low-income  unit  in 
and  method  under  section  6621.  projects  in  progress.-                                        such  building  which  is  occupied  by  individ- 

"(B)  Applicable  portion.— For  purposes  of  "'^*  ^^  general.— The  aggregate  housing  i^als  whose  income  is  30  percent  or  less  of 
subparagraph  (A),  the  term  applicable  por-  ^^^dit  amount  of  any  agency  for  1989  which  area  median  gross  income,  one  additional 
tion'  means  the  aggregate  decrease  in  the  ^  ^°^  allocated  for  1989  shall  be  treated  for  ""«'  'not  otherwise  a  low-income  unit)  in 
credits  allowed  to  a  taxpayer  under  section  Pi^^oses  of  applying  this  section  to  any  such  building  shall  be  treated  as  a  low- 
38  for  all  prior  taxable  years  which  would  l^^Hding  described  in  subparagraph  IB)  as  income  unit  for  purposes  of  such  section  42. 
have  resulted  if  the  eligible  basis  of  the  ^^  housing  credit  amount  of  such  agency  'D)  Project  described.— A  project  is  de- 
building  were  reduced  by  the  amount  of  fi-  -^"f]  ^'^O-  scribed  in  this  subparagraph  if— 
nancing  which  does  not  meet  requirements  ''^'  Description.— A  building  is  described  <i)  rents  charged  for  units  in  such  project 
of  paragraph  I2)ID).  in  this  subparagraph  if—                                      are  restricted  by  State  regulations, 

"'CJ  Certain  RULES  to  APPLY.— Rules  simi-  "'^'  *"<^'*  building  is  constructed,   recon-        'H)  the  annual  cash  flow  of  such  project  U 

lar  to  the  rules  of  subparagraphs  (A)  and  ID)  structed.  or  rehabilitated  by  the  taxpayer.           restricted  by  State  law, 

of  subsection  Ij)l4)  shall  apply  for  purposes  .7"^  '"^"'^  "«""  ^'^  percent  of  the  reason-        liii)  the  project  is  located  on  land  owned 

of  this  subsection.  ably  anticipated  cost  of  such  construction,     by  or  ground  leased  from  a  public  housing 

"fl)  Certifications  to  Secretary  —  reconstrcution,   or  rehabilitation  has  been     authority 

■111   Certification    with  respect  to    ist  incurred  as  of  January  1.  1989.  and                        <iv)  construction  of  such  project  begins  on 

YEAR  OF  CREDIT  period. -Not  later  than  the  ,    '*"''  ^"f"''  building  is  placed  in  service     or   before    December   31     1986    and    units 

90th  day  following  the  close  of  the  1st  tax-  ^{^^^^  ^^^nuary  1,  1991.                                          ynthin  such  project  are  placed  'in  service  on 

able  year  m  the  credit  period  with  respect  to  '^'  Certain  rule  not  to  apply.— Subsec-     or  before  June  1  1990  and 

any  qualified  low-income  building,  the  tax-  ''°"  <h)<6)lB)li)  shall  not  apply  for  purposes        iv)  for  a  20-ye'ar  period  20  percent  or  more 

payer  shall  certify  to  the  Secretary  lin  such  °^ .^^.VnTilZ""-  u              ^                              °^  '"^  residential  units  in  such  pro jecTZl 

tZ^^^.r  *""'•  '"'""'^''  *"  '""  ^'''''"'^  AsO^eTbuZfIcT^:!^  '"^''"'  ^'''''^''     °''''^'''^  ^y  individuals  whose  incoL  is  50 

"'-'^laxable  year,  and  calendar  year.  '''^^%f^^^  38  .elating  to     rFrLVZ'MVJZZT^D^-ATrZ 

in  Which  such  building  was  Placed  in  serv^.  ^Z'Z,':^':^r^'^  ^^r^l^     LX  S^^f  Ft^^^'   ^'^^^^"^r 

■■<B,the  adjusted  basis  and  eligible  bas^  ■■plus-atthe  end  of  paragraph  l3KbZtnk-     Xaragapl  %fsS  noTlxlUd'^slel 

of  such  building  as  of  the  close  of  the  1st  '«f  °«j  "^^  Period  at  the  end  of  paragraph     cent  of  me  eligible  ba^is  ^thebuUdina 

year  of  the  credit  period.  "*>  and  inserting  in  lieu  thereof  "plus",  and        /?,     Annrr,^l,,    VT ,^^\.,^   ouuatng 

">C)  the  maximum  applicable  percentage  ^V  <^<^i^^  «'  the  end  thereof  the  following     credit  ce^uno-     *'^°''*^'°''    °'    """""^ 

and  qualified  basis  permitted  to  be  tnict-n  new  paragraph:                                                         ...     '-'■'^'"^- 

into   account   by   th^ZroVate'lo^^'ng  -'^'the  lol-income  housing  credit  deter-     toeahh^'u^Z^r^TaZnc^^esfrl^ed^^^ 

credit  agency  under  subsection  Ih)  '""»««'  ^nder  section  421a). "                                 «,h„„„™^i.    /o ,            ?^w  ?  described  m 

■ID)  the  election  made  under  subsection  '^>  Subsection  Id)  of  section  38  is  amended     rredtiZiZnir,     /  w  ?'''''"°"«'   ""'"*"«' 
(g)  with  respect  to  the  qualified  low-income  '"'  inserting  "42la). "  before  "461a)".                    i^fl\^?Hfl  °.'^r"'  determined  in  accord- 
housing  project  of  which  such  bumingTa  <c)  Recapture  Tax  Not  To  Reduce  Mini-     ''''"  "^^  the  following  table: 
part,  and  mum  Tax.— Paragraph  (1)  of  section  55(c),  as                                                        The  additional 
"<E)  such  other  information  as  the  Secre-  *"iended    by   section    701    of   this   Act,    is     for  calendar  year:                       allocation  is: 

tary  may  require.  amended    by    inserting    "or   section    42(j)"        ^**7 $3,900,000 

In  the  case  of  a  failure  to  make  the  certifica-  *^'^«''  "section  47".                                                      1988 $7,600,000 

tion  required  by  the  preceding  sentence  on  'f"  Clerical  AMENDMENT.-The   table  of        ^^*5 $1,300,000 

the   date   prescribed   therefor,    unless   it   is  sections  for  subpart  D  of  part  IV  of  sub-        ib)  Housing  credit  agencie'!  np<:rB/«ipn 

shown  that  such  failure  U  due  to  reasonable  chapter   A   of   chapter    1    is   amended   by     Th^  ho^m  cr^t  agen<SeT  deZXd  \^ 

cause  and  not  to  willful  neglect,  no  credit  adding  at  the  end  thereof  the  following  new     thU  subparaaravhare                described  in 

shall  be  allowable  by  reason  of  subsection  'tem:                                                                 •           hia^^I^^^F 

tai  inifh   n>.«v<././  »«  ..  -fc   K    ij    suasection  1%)  A  Corporate  governmental  agency  con- 

t^M^velr^iln^t       ?""'',  -f°'  ."""  ^^^-  ^^-  ^"'■*'»'^o'««  ^°^i^^  credit "               stituted  as  a  public  benefit  corporation  and 

taMftte  yeor  ending  before  such  certification  (e)  Effective  Date.-                                          established  in  1971  under  the  provisions  of 

"(2)  Annual  rfpcbt^  «,««  ^r..,..^^  J^'  "^  o^NERAL.-The  amendments  made  by    ArticU  XII  of  the  PrivaU  Housing  Finance 

AGENCIE^ -^a^To^rTlnhiJlnnV''^^"'  "*"  **^"''"  "*''"  '^^P^''  '°  buUdings  placed     Law  of  the  State. 

hoi^LfTie^ta^nt  ^nnt^    It,^  "7^  *"  ''"^^^  '^'^^  December  31.  1986.  in  tax-        Hi)  A  city  department  established  on  De- 

anTc^^arveJTsh^  lu^i,  ?«  /^"5f  ^°''  "^/f  ,"1?"  ^''*'''  «^'^^  *«^'»  <*«'«■                        ^*'"'*«'-  ^'^-  ^^^S.  pursuant  to  chapUr  XVIII 

ta^  ^J^h  t^a^  \n^.nhJ^  ^''"^'  '^'  ^"^"^  '""^  ^^  rehabilitation  ex-     of  a  municipal  code  of  such  city  for  the  pur- 

a^stcrl^ru  sZu^re\J^^r     '^''  '",  ^^""'^'^^-SuOsection  (e)  of  section  42  of    Pose  of  supervUing  and  coordinating  the 

^rttZMZna^   prcacnfte^   on   annual  the  Internal  Revenue  Code  of  1986  (as  added    formation   and  execution   of  projecU  and 

"<A>the^Zunt  of  housing  credit  amount  ;^^^«„»f^^««^  *'''^^  «PP'V /or  purpose,  o/    Programs    affecting    housing    within    such 

'^Bf^s^fSt^^foZlH^^t  """"J'  r.''  '!!  Tf^'^^^ONAL  RULES.-                                    (iii)  The  State  housing  finance  agency  re- 

each  such  bSmL^^^nU^   "^'^  '^'  ^""^*"°''  ^  "on-acrs  buildings  not    ferred  to  in  subparagraph  (C).  but  onlywUh 

^ri^h^n!^i^t         .             .V    „  fA)  In  GENERAL.-In  the  case  of  a  building     graphic). 

taJy^^ql^  .Vom«tu>«  as  the  Secre-  whichis  part  of  a  project  described  in  sub-        (C)  Projeot  described.-A  project  is  de- 

ix^^agraph  (B)-  scribed  in  this  subparagraph  if  such  project 
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is  a  qualified  low-income  housing  project  graph  12)  shall  apply  for  purposes  of  this    cent)  of  the  assets  of  the  fund  may  be  invest- 
which—  paragraph.                                                              ed  in  the  stock  of  domestic  corporations, 
in  receives  financing  from  a  State  housing  14)  Definitions.— For  purposes  of  this  sub-    Such  stock  must  be  currently  fully  listed  and 
finance  agency  from  the  proceeds  of  bonds  section,  terms  used  in  such  subsection  which     registered  on  an  exchange  registered  with 
issued  pursuant  to  chapter  708  of  the  Acts  of  are  also  used  in  section  42  of  the  Internal     the  Securities  and  Exchange  Commission  as 
1966  of  such  State  pursuant  to  loan  commit-  Revenue  Code  of  1986  (as  added  by  this  sec-     a  national  securities  exchange,  and  must  be 
ments  from  such  agency  made  between  May  tion)  shall  have  the  Tneanings  given  such    stock  which  would  be  acquired  by  prudent 
8,  1984,  and  July  8.  1986,  and  terms  by  such  section  42.                                       men  of  discretion  and  intelligence  in  such 
Hi)   is  subject   to  subsidy  commitments  Subtitle  G— Merchant  Marine  Capital         matters    who    are    seeking    a    reasonable 
issued  pursuant  to  a  program  established  Construction  Funds                         income  and  the  preservation  of  their  cap- 
under  chapter  574  of  the  AcU  of  1983  of  such  PBnvKinNt   BPiATiKr   m   MFBCHANT    ital.  If  at  any  time  the  fair  market  value  of 
State  having  award  dates  from  such  agency  **'    "'      ^J^j^i^g      capital      constrvction    the  stock  in  the  fund  is  more  than  the  agreed 
between  May  31,  1984,  and  June  11,  1985.  FVNDS.                                                 percentage  of  the  assets  in  the  fund,  any  sub- 
(D)  Special  RULES.-  ,^,  puRposE.-The  purpose  of  this  section    sequent  investment  of  amounU  deposited  in 
(t)  Any  building-  .    ,    coordinate  the  avolication  of  the  Inter-     ^^  /"'"^   '^'^^  «""  subsequent  withdrawal 
(I)  which  is  allocated  any  housing  credit  '^J^°°^^]^,cc^o/f98^^^^                              /«""  the  fund,  shall  be  made  in  such  a  way 
dollar  amount  by  a  housing  credit  agency  "^^U^^^^  pTgrZn  und^L  Me^hant     <«  to  tend  to  restore  the  fund  to  a  situation 
described   in   clause   (Hi)   of  subparagraph  ^Tri^Act^  1936                                Mercnani     .^  ^^.^^  ^^  ^^.^  ^^^^^  ^^^  ^^  ^  ^^^^ 

'^fin'\\4.H  4.  r.inr..H  4r,  ..„„>.  nft.r  u.r,^  <b>  AMENDMENT  OF  1986  CoDE.-Chapter  77     docsnotexcecd  such  agreed  percentage. 
,/(««^f^V.rn^//l,?„™7fMf  'relating   to    miscellaneous   provisions)   is        "'3^    Investment    in    certai>^    'l'^/^'^^ 
30,  1986,  and  before  January  1,  1987,  „mpniit>ri  h«  addina  at  the  end  thereof  the     stock  permitted.- For  purposes  of  this  sub- 
shall  be  treated  for  purposes  of  the  amend-  ^„X^1n1,  nL Tr^L                                          section,  if  the  common  stock  of  a  corpora- 
menu  made  by  this  section  as  placed  in  .!Z°  l,,»    rTr  incfn^^^^      rf, atisc  m  mfr      ^ion  meets  the  requiremenU  of  this  subsec- 

'"Z'f%7rion''''4?(J)'(i)(Bi   of  the    Internal  ^cL^MaIse  ^PnTcZtZl     tion  and  if  the  preferred  stock  of  such  corpo- 

(ID   Section    42(c)(2)(B)    of  the    Internal  tion  FiWDS.                                            ration  would  meet  such  requirements  but  for 

Revenue  Code  of  1986  shall  not  apply  to  any  rmtNc  ns  Dfpo?^-                               the  fact  that  it  cannot  be  lUted  and  regis- 

building  which   is  allocated   any  housing  ■',i,isGENERAL.-'I%e  amount  deposited  in     tered  as  required  because  it  is  nonvoting 

credit   dollar  amount    by   any   agency   de-  J^H'^^Z^d  ^derZuo^ofof Z    stock,  such  preferred  stock  shall  be  treaUd 

'7eTaI::un^''tr!:X  If  LOW-INCOME  uni^  merchant  Marine  Act,  1936  (hereinafter  in     asrneeting  the  requiremenU  of  this  subsec 

IN  CERTAIN  CASES.-In  the  case  of  any  build-  f.^^ZXn^fsTJl  nlt'^cldXyT^'-     ''''■l>  Sonta^asiutt  for  OEPosns.- 

^~     ^     ..           „        .  .,            V                      J  ,  able  vear  the  sum  of-                                                       "'^'    ^^    GENERAL.— For    purposes    of    this 

(i)  which  IS  allocated  any  housing  credit  aoie  year  ine  sum  oj.                                              ,  „ 

iTp'arZZ'dl  ::i  ""^'^  "''''''''  *"  ..e^o^Sforre^rrrvr/crSei    ''"m.  taxable  income  (determined  without 

^IrrXcfXT/fe  application  of  sub-  as  provided  in  chapter  1  but  without  regard     ^'''an. 'KnT/Z^t.rjry^"  «a^ 

T^nrnnrnnh  mtdii  it  a  aualified  low-income  ^o  the  carryback  of  any  net  operating  loss  or    Merchant  Manrie  Acu  inJti  jor  me  laxaoi^ 

buSa  Jt  M   ti^s  durinl  anv  T^Me  net  capital  loss  and  without  regard  to  this     year  shall  be  reduced  by  an  amount  equal  to 

building  at  all   times  during  any  taxable  ^^^^.^^^  ^^.^^    .^  attributable  to  the  oper-     the  amount  deposited  for  the  taxable  year 

luch  building  shall  be  treated  as  described  ation  of  the  agreement  vessels  in  the  foreign     outofamounU  referred  to  in  subsection 

in   section   42(b)(1)(B)   of  such    Code   and  or  dornestic  commerce  of  the  United  States     ''^'.if^^''      ,           transaction  referred  to  in 

hniyina  an  nnnlirahlp  fraction  for  such  vear  or  in  the  fisheries  of  the  United  States,                      'B'  gainjrom  airansaciion  rejerrea  lo  in 

having  an  applicable  fraction  for  such  year  _^^^  ^^  amount  allowable  as  a  deduction     subsection  (a)(1)(C)  shall  not  be  taken  into 

13)   Certain  projects  placed  in  service  under  section  167  for  such  year  with  respect     account  if  an  amount  equal  to  the  net  pro- 

BEFOREiZ-    '^""■"'"^   '^""''   '"  ''"'^'"  to  the  agreement  vessels,                                        ceeds  (as  defined  in  joint  regulation^)  from 

(A)  IN  GENERAL.-In  the  case  of  a  building  "<C)  if  the  transaction  u  not  taken  into  ^"5^';T/Si™"ii!,fTnr  urfino^ail^r  and 
which  U  part  of  a  project  described  in  sub-  account  for  purposes  of  subparagraph  (A),  JC)  '.^^  JX7n,J,r,^n1  a  J  rS^t^f 
naraaraoh  (B)-  the  net  proceeds  (as  defined  in  joint  regula-  losses)  from  the  investment  and  reirivest- 
'^(TZ'^on  42(c)(2)(B)  of  such  Code  shall  tions)  from-  nientof  amounU  held  m  the  fund  shaU  not 
notavplv  -d)  the  sale  or  other  disposition  of  any    be  taken  into  account, 

(ii)    such    building   shall    be    treated   as  agreement  vessel  or                                                '''°' ""' f'''^!''^' fjf,  ^^/"Jf,  rn^Zt^ 

placed  in  service  during  the  first  calendar  "(H)  insurance  or  indemnity  attributable     rneamni  of  section  316)  of  any  co^^ 

year  after  1986  and  before  1990  in  which  to  any  agreement  vessel  and                                shall  be  determined  wiOiout  regard  to  thu 

such    building   is    a    qualified    low-income  "(D)  the  receipU  from  the  investment  or    section   and   section   607  of  the  Merchant 

building  (determined  after  the  application  reinvestment  of  amounU  held  in  such  fund.     Marine  Act,  injb.  ana            .    „„„.  .„  .„ 

of  clause  (i))  and  "'Zf  Limitations  on  deposits  by  lessees.-        "(E)  in  applying  the  tax  imposed  by  sec- 

(iii)  for  purposes  of  section  42(h)  of  such  In  the  case  of  a  lessee,  the  maximum  amount     tion  531  (relating  to  the  accumulated  earn- 

Code,    such   building   shaU   be   treated   as  which  may  be  deposited  with  respect  to  an     ings  tax).  amounU  whiU  held  in  the  fund 

having   allocated   to   it   a   housing   credit  agreement  vessel  by  reason  of  paragraph     shall  not  be  taken  into  account, 

dollar  amount  equal  to  the  dollar  amount  (l)(B)for  any  period  shall  be  reduced  by  any        -(2)  Only  «'"'""" /'^^*'P,f"^'*f,'^^ 

appearing  in  the  clause  of  subparagraph  (B)  amount  which,  under  an  agreement  entered     treatme.^t.- Paragraph  ^^^  /^?"„^PP'»' ^^"^ 

in  which  such  building  is  described.  into    under  section    607   of  the   Merchant     ^"P«<^« '«  ="''.  °'^°""' ""''' ^„^"f^  "^""^ 

(B)  Project  described.-A  project  U  de-  Marine  Act,  1936.  the  owner  is  required  or  w  deposited  in  the  fund  pursuant  to  me 
scribed  in  this  subparagraph  if  the  Code  permitted  to  deposit  for  such  period  with  re-  agreement  and  not  later  than  the  time  pro- 
number   assigned    to   such   project    by    the     sped  to  such  vessel  by  reason  of  paragraph     vided  in  joint  regulations.           

Farmers'  Home  Administration  appears  in  (IXB).                                                                         "'d>    Establishment    of    AccouNTS.-For 

the  following  table:  "(3)  Certain  barges  and  containers  in-    purposes  of  thu  section-    . 

The  housing  credit  CLUOED.-For  purposes  of  paragraph  (1),  the        -(D  In  generm..- Within  a  capital  ccm- 

The  code  number  is:             dolla^l^ZuntU:  term  'agreement  vessel'  includes  barges  arid    struction  fund  3  accounU  shaU  be  main- 

(i)  49284553664                                   1 16,000  containers  which  are  part  of  the  compU-     lainea. 

(ii)  4927742022446 $22,000  ment  of  such  vessel  and  which  are  provided        "(A)  the  capital  account, 

(Hi)  492707422769087 S64,000  for  in  the  agreement                                                 "'B'.  ^  "!?*       ""'"".^^ncLu^ 

(iv)  490270742387293 $48,000  "(b)  Requirements  as  TO  INVESTMENTS.—                (C)  the  ordinary  income  account. 

(V)  4927074218234 $32,000  "(1)  In  general. -AmounU  in  any  capital        "(2)    Capital   ACCOUNT.-The   capital    ac- 

(vi)  49270742274019 $36,000  construction  fund  shall  be  kept  in  the  depos-     count  shaU  consist  of— 

(vii)  51460742345074 $53,000.  itory  or  depositories  specified  in  the  agree-        "(A)   amounU   referred   to   m   subsection 

(C)  Determination  OF  ADJUSTED  BASIS.— The  ment  and  shaU  be  subject  to  such  trustee     (a)(1)(B),                 ..  ..    .   .      .      ,„K,„.i-_ 

od;i«ted  basis  of  any  building  to  which  this  and  other  fiduciary  requiremenU  as  may  be         ,  f /,  «'«'»«^  /JSn^a/   oorttor  S)/ 

paragraph  applies  for  purposes  of  section  42  specified  by  the  Secretary.                                   '"I'-^L'^'  °"^l  ,f^"  „  1/  ^>^  inTZ- 
of  such  Code  shall  be  iU  adjusted  basis  a^  of       "(2)   Umttation   on  fund   investments.-     '^^'^^,  J^^^^J^Z,^?^J^l)(B^ 

the  close  of  the  taxabte  year  ending  before  AmounU  in  any  capital  construction  fund     '^^Jf^t^  reason  of  si^secUontcMlM^^ 

the  first  taxabte  year  of  the  credit  period  for  may  be  invested  only  in  interest-beanng  se-        "'Othe  Percentage  "^^^^ ^^^^"^^ 

such  building  curities  approved  by  the  Secretary;  except     tion  243(a)(1)  of  any  divider^  recnvedoy 
(D)CertJn  rules  tx,  APPLY.-Rules  simUar    that,  if  such  Secretary  consenU  thereto,  an     the  fund  ^thresJ>ect  U,  which  t^  person 

to  the  rules  of  subparagraph  (E)  of  para-  agreed  percentage  (not  in  excess  of  60  per-     maintaining  thejund  would  (but  for  subsec 
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Hon  (cXlXCI)  be  allowed  a  deduction  under  "lO  third  as  made  out  of  the  ordinary  "IB)  any  amount  referred  to  in  paragraph 

'^fZ/JP^.^f  •'•  "■^  income  account.  (2)tB)  shall  be  included  in  income  for  the 

ID)  interest  xncome  exempt  fiom  taxation  "(2)  Adjustment  to  basis  of  vessel,  etc.,  taxable  year  in  which  the  withdrawal  is 

under  section  103.  where  withdrawal  from  ordinary  income  made  as  an  item  of  gain  realized  during 

"(3)   Capital   gain  account.— The  capital  account.— If  any  portion  of  a  Qualified  with-  such  year  from  the  disposition  of  an  asset 

gam  account  shall  consist  of—  drawal  for  a  vessel,  barge,  or  container  is  held  for  more  than  6  months,  and 

-lA)  amounts  representing  capital  gains  made  out  of  the  ordinary  income  account,  -(C)  for  the  oeriod  on  or  before  tht-  last 

on  assets  held  for  more  than  6  months  and  the  basis  of  such  vessel,  barge,  or  container  datipr!scri^dforpaZi!nt  oftLf^rfhl 

;S^^A^d«Sd^"'"''"°"     "''"'"''     "  s^aU^be^reduced  by  an  amount  e,ual  to  such  t^U%TtnZM!h7ll  °JiS^rlZfl 

"(B)  amounts  representing  capital  losses  -13)  Adjustment  to  basis  of  vessel,  etc..  ™^;i)  „o  interest  shall  he  navnhip  i,nri^  ««. 

onasseu  held  in  the  fund  for  more  than  6  where   withdrawal  from  capital  gain  ac  tion'smZno  Edition  to  Tt^^^Z 

months.  count.- If  any  portion  of  a  qualified  with-  oavable  under  tectinn  fifiir 

■■14)  Ordinary  income  ACCOUNT.-The  ordi-  drawal  for  a  vessel,  barge,  or  container  is  ^"f°'»^  ""««'^  «««•<"»  ""i^- 

nary  income  account  shall  consist  of—  made  out  of  the  capital  gain  account,  the  interest  on  the  amount  of  the  addi- 

■■I A)   amounts   referred   to   in   subsection  basU  of  such  vessel,  barge  or  container  shall  Clonal  tax  attnbutable  to  any  item  referred 

(a)(1)(A).  be  reduced  by  an  amount  egual  to  such  por-  '°  *"  subparagraph  (A)  or  IB)  shall  be  paid 

■'IB)li)  amounts  representing  capital  tion.  °'  ^^  applicable  rate  las  defined  in  para- 
gains  on  assets  field  for  6  months  or  less  and  "14)  Adjustment  to  basis  of  vessels  etc  ^^"■1'^  '^"  /""»  f^  ^<"'  da<«  prescribed  for 
referred  to  in  subsection  la)llHC)  or  where  withdrawals  pay  principal  on  debt  —  J^vm^*^  °f  ^f^e  tar  for  the  taxable  year  for 
(a)(1)(D).  reduced  by  if  any  portion  of  a  qualified  withdrawal' to  '"'Mf''  *'^'*  *'^^  """  deposited  in  the  fund, 

■■(HI  amounts  representing  capital  losses  pay  the  principal  on  any  indebtedness  is  °  ,     . 

on  assets  held  in  the  fund  for  6  months  or  made  out  of  the  ordinary  income  account  or  '*"''    ""    »"'«'«*'    shall    be   payable   on 

Uss,  the  capital  gain  account,  then  an  amount  <»""""«<«  referred  to  in  clauses  (i)  and  Hi)  of 

■■IC)    interest    Inot    including    any    tax-  equal    to    the    aggregate    reduction    which  P<f  ™9'™P'*  '^^  <"■ »"  ^e  case  of  any  nonqual- 

exempt   inUrest   referred   to   in   paragraph  would  be  required  by  paragraphs  12)  and  (3)  ^^**  withdrawal  arising  from  the  applica- 

(Z)(D))  and  other  ordinary  income  Inot  in-  if  this  were  a  qualified  withdrawal  for  a  ""^  °^  ^^  recapture  provision  of  section 

eluding  any  dividend  referred  to  in  subpara-  purpose  described  in  such  paragraphs  shall  ^'^^'^'  °f  ^^^  Merchant  Marine  Act  of  1936  as 

graph  (EJ)  received  on  asseU  held  in  the  be  applied,  in  the  order  provided  in  joint  »«  «//«cf  on  2)ecem6er  3i,  1969. 

^^  regulations,  to  reduce  the  basis  of  vessels,  "'^'  Interest  rate.— For  purposes  of  para- 

"(D)  ordinary  income  from  a  transaction  barges,  and  containers  owned  by  the  person  Sraph  (3)(C)(ii).  the  applicable  rate  of  inter- 
described  in  subsection  (a)(l)IC).  and  maintaining   the  fund   Any  amount  of  a  est  for  any  nonqualified  withdrawal— 

'■(El  the  portion  of  any  dividend  referred  tcithdrawal  remaining  after  the  application  "'^>  made  in  a  taxable  year  beginning  in 

to  in  paragraph  I2)IC)  not  taken  into  ac-  of  the  preceding  sentence  shall  be  treated  as  ^^70  or  1971  is  8  percent,  or 

count  under  such  paragraph.  a  nonqualified  withdrawal.  "(B)  made  in  a  taxable  year  beginning 

(S)    Capital    losses    only   allowed    to  -IS)  Ordinary  income  recapture  of  basis  after  1971,  shall  be  determined  and  pub- 

OFFSET  CERTAIN  GAINS.— Exccpt  on  termina-  reduction.— If  any   property    the   basis   of  lished  jointly  by  the  Secretary  of  the  Treas- 

tion  of  a  capital  construction  fund,  capital  which  was  reduced  under  paragraph  12),  13),  ury  or  his  delegate  and  the  applicable  Secre- 

losses  referred  to  in  paragraph  I3)IB)  or  in  or  14)  U  disposed  of  any  gain  realized  on  tary  and  shall  bear  a  relationship  to  8  per- 

paragraph  l4)lB)lii)  shaU  be  allowed  only  as  such  dUposition.  to  the  extent  it  does  not  cent  which  the  Secretaries  determine  under 

fiuA,        ^°  ^***'"  ''^^"'^^  '°  '"  paragraph  exceed  the  aggregate  reduction  in  the  basis  joint  regulations  to  be  comparable  to  the  re- 

'^'Jf^^°^'^"B^'^'-  respectively.  of  such   property   under  such   paragraphs,  lationship  which  the  money  rates  and  in- 

(e)  Purposes   of   Quaufied    Withdraw-  shall  be  treated  as  an  amount  referred  to  in  vestment  yields  for  the  calendar  year  imme- 
^•~  subsection  (g)(3)(A)  which  was  withdrawn  diately  preceding  the  beginning  of  the  tax- 

»fc    OEATEAIL.— i4  qualified  withdrawal  on  the  date  of  such  disposition.  Subject  to  able  year  bear  to  the  money  rates  and  invest- 

#T  *K               "  ""*  """**  *"  accordance  such  conditions  and  requiremenU  as  may  be  ment  yields  for  the  calendar  year  1970. 

"ui^fr^-  ^"^  °^  "^  agreement  but  only  if  provided  in  joint  regulations,  the  preceding  -IS)  Amount  not  withdrawn  from  fund 

",A,i,,                .                 .      ..  sentence  shiUl  not  apply  to  a  disposition  after  2s  years  from  deposit  taxed  as  non- 

lA)  the  acquisition,  construction,  or  re-  where  there  is  a  redeposit  in  an  amount  de-  quaufied  wtthdrawal- 

"'^R7fhl°'!^^l  o  ffuoZt^ed  vessel  Urmined  under  joint  regulations  which  will,  -(A)  In  GENERAL.-The  applicable  percent- 

co«1^Lfn^irii^r'/w'"  T'*°"-  °^t  !!"°^'"'  •"  P^'^ticabU.  restore  the  fund  to  age  of  any  amount  which  remains  in  a  cap- 

^r^l^t^J^,/     ^^,        ^f «'?"««"  f 'V'^''  «'««  position  it  was  in  before  the  withdrawal.  Hal  construction  fund  at  the  close  of  the 

^ss^or              <=o^Piement  of  a  qualified  ■■Ig)     Tax     Treatment    of    Nonqualified  26th,  27th,  28th,  29th,  or  30th  taxable  year 

■'tri  /».»  «/,..^^«  ^f  ,t.                  .  Withdrawals.—  following  the  taxable  year  for  which  such 

deh^n^^^o^H  ?          P"n"P<^  on  «■  -li'  I"  GENERAL.-Except  «M  provided  in  amount  was  deposited  shall  be  treated  as  a 

7rnuL<^Hnr.J^JJ^  .r                """T"".^  '^f>^«<'ii°^ 'f^'- <^ny  withdrawal  from  a  Cap-  nonqualified     withdrawal    in    accordance 

acquisition  construction,  or  reconstruction  ital  construction  fund  which  U  not  a  quali-  with  the  following  table' 

of  a  qualified  vessel  or  a  barge  or  container  fied  withdrawal  shall  be  treated  as  a  non-  ..„  ... 

which  is  part  of  the  complement  of  a  quali-  qualified  withdrawal  ".  "!f  «'"«'«'•'  7'~"" 

fied  vessel  ••/■)i    r\„T.^„„.,^    „.„_      ,•                      ,-,.,  in  the  fund  at  the                           The  applicable 
wT    ™~^'- .  12)    Ordering    rule.— Any    nonqualified  ,        ,  .•.                                          T 
Except  to  the  extent  provided  in  regulations  withdrawal  from  a  fund  shall  be  treated-  „"  ,  '**;:7                                perttntagt  it- 
prescribed  by  the  Secretary,   subparagraph  -(A)  first  as  made  out  of  the  ordinary        ^^^  taxable  year 20 

(B),  and  so  much  of  subparagraph  (C)  as  re-  income  account  percent 

lates  only  to  barges  and  containers,  shaU  -(B)  second  as  made  out  of  the  capital        ^''^  taxable  year 40 

apply  only  with  respect  to  barges  and  con-  gain  account,  and  percent 

tainers  construcUd  in  the  United  States.  -(C)  third  as  made  out  of  the  capital  ac-        ^^^  taxable  year 60 

"(2)  Penalty  for  faiung  to  fulfill  any  count  percent 

SUBSTANTIAL  OBUGATION.- Under  joint  regula-  For  purposes  of  this  section,   items  with-        ^^^  taxable  year 80 

turns,  if  the  Secretary  determines  that  any  drawn  from  any  account  shall  be  treated  as  ,„,^  .       ,                                          percent 

substantial  obligation  under  any  agreement  withdrawn    on    a    first-in-first-out    basU:       "^""  taxable  year 100 

is  not  being  fulfilled,  he  may,  after  notice  except  that  (i)  any  nonqualified  withdrawal  Percent 

and  opportunity  for  hearing  to  the  person  for  research,  development,  and  design  ex-  •■(B)  Earnings  treated  as  DEPOsrrs.-The 

maintaining  the  fund,  treat  the  entire  fund  penses  incident  to  new  and  advanced  ship  earnings  of  any  capital  construction  fund 

or  any  portion  thereof  as  an  amount  with-  design,  machinery  and  equipment,  and  (ii)  for  any  taxable  year  (other  than  net  gains) 

d    I^  "*"  ««/«nd  »n  a  nonqualified  with-  any  amount  treated  as  a  nonqualified  with-  shall  be  treated  for  purposes  of  thU  parn- 

I???"-       __  drawal  under  the  second  sentence  of  subsec-  graph  as  an  amount  deposited  for  such  tax- 

(f)  Tax  Treatment  or  Qualified   Wfth-  tion  (f)(4).  shall  be  treaUd  as  withdrawn  on  able  year. 

°^^ViiT                        .             .  "  tf^t-in-first-out  basis.  "(C)  Amounts  committed  treated  as  wrm- 

nJiLif^     ?  «f^-/>«V  <n«i/<Aed  with-  "(3)   Operating  rules.-Fot  purposes  of  DRAWN.-For  purposes  of  subparagraph  (A), 

^^i"^ "  f'^'^/^tyetreaUd-  this  title-  an  amount  shaU  not  be  treated  as  remaining 

I  A/  jirtt  at  made  out  of  the  capital  ac-  "(A)  any  amount  referred  to  in  paragraph  in  a  capital  construction  fund  at  the  close  of 

"csj  .../wv^w              J  '^^'^^  *'^^  ^  included  in  income  as  on  any  taxable  year  to  the  extent  there  U  a 

oainn/^r  *^  '"^"^  out  of  the  Capital  item  of  ordinary  income  for  the  taxable  year  binding  contract  at  the  close  of  such  year  for 

gam  account,  and  i„  which  the  withdrawal  U  made,  a  qualified  withdrawal  of  such  amount  with 


UMI 


September  18,  1986  CONGRESSIONAL  RECORD— HOUSE  24193 

respect  to  an  identified  item  for  which  iuch  "(1/ subparagraph  (A/ of  section  7S18(g)(6f  "If  tlu  amount  nmaint 

withdrawal  may  be  made.  (relating  to  nonqualified  withdrawals  from  in  the  fund  at  the                           The  appUeabU 

"(D)  Authority  to  treat  excess  funds  as  capital  construction  funds  taxed  at  highest  elottofthe—                               ferrtnttr  i»— 

WITHDRAWN.— If    the    Secretary    determines  marginal  rate)."                                                     27th  taxable  year 40 

that  the  balance  in  any  capital  construction  (dl  Departmental  Reports  and  Certifica-  percent 

fund  exceeds  the  amount  which  is  appropri-  tion.— Section  607  of  the  Merchant  Marine        28th  taxable  year 60 

ate  to  meet  the  vessel  construction  program  Act,  1936,  is  amended  l>y  adding  at  the  end  percent 

objectives  of  the  person  who  established  such  thereof  the  foUovying  new  subsection:                    29th  taxable  year 80 

fund,  the  amount  of  such  excess  shall  be  -im)  Departmental  Reports  and  Certifi-  percent 

treated  as  a  nonqualified  withdrawal  under  cation.—                                                                     30th  taxable  year 100 

subparagraph  (A)  unless  such  person  devel-  -(i)  in  aENERAL.—For  each  calendar  year,  percent 

ops  appropriate  program  objectives  within  3  the  Secretaries  shall  each  provide  the  Secre-  p  „.„,„„„,,„„  ,o  „ro<,..,^     tt.- 

years  to  dissipaU  such  excess.  tary  of  the  Treasury,  within  120  days  after  <B>  Earnings  treated  *^jr^^^-^ 

"(E)  Amounts  in  fund  on  January  t,  mi.-  the  close  of  such  calendar  year,  a  written  earnings  of  any  capxal  construction  fund 
For  purposes  of  this  paragraph,  all  amounU  ^^^^t  with  respect  to  those  capital  con-  •^°^'?"'' '"'^^^^  ^^"'' '°^l'^,if  °"  "v*/ /"?! ^ 
in  a  capital  construction  fund  on  January  .truction  funds  that  are  under  their  juris-  «''«««'«  '^^«'«<'  ^^VJ'ZJZLyiZh^Z' 
1,  1987,  shall  be  treated  as  deposiUd  in  such  fiiction.  ^^^^  *"  ""  amount  deposited  for  such  tax- 
fund  on  such  date.  -nt  Contents  of  reports.— Each  report  '^^^  "*'"'• 

"(6)    NONQUAUFIED    WITHDRAWALS    TAXED   AT      ^f^J  ,^^°„^y,  ^;,,  „„^  „^  t^j,^y,,  .^^i-  -'C  AMOUNTS  '^0*«™,™^'^f,;J^."'?7'- 

HIGHEST  MARGINAL  RATE.-  firation  number  of  each  vcrson-  drawn. -For  purposes  of  subparagraph  (A), 

"(A)  IN  GENERAL.-In  the  cosc  of  any  tax-  ^'''.?,^?^ZlZi!Lno  acZit^  construction  <"»  <""<>««'  ''^"^^  "«'  '^  '^«°^''  <"  remaining 

able  year  for  which  there  is  a  nonqualified  ,,, '.  i"  «„  ,«rrraZ^ndarjear  '"  "  '^"^'"^  construction  fund  at  the  close  of 

withdrawal  (including  any  amount  so  treat-  "^""l,    ""^Sno  n  raS^^c^  ""y  ^"'^''^  "«•"■  ^°  ^  <^^'  '^^^  "  " 

ed  under  paragraph  (5)).  the  tax  imposed  by  ,    'f  '^V^J-''i''^!'3„t  nf!^nhrn^I^H^!.lnl  ^i^iding  contract  at  the  close  of  such  year  for 

chapUnVhJbe  determined-                       .  ^"""^rV  i'lJ^n^LTa  caZalc^tr^Zn  «  «««'^«''  withdrawal  of  such  amount  with 

"(i)  by  excluding  such  withdrawal  from  ^    '^>  terminating  a  capital  construction  ^^           ^^  ^^  identified  item  for  which  such 

gross  income,  and  ^''^„'^"""'.  '"^^  "'^f^IZ'Z)  fmm  „r  rf.  ^oithdrawal  may  be  made. 

"(ii)  by  increasing  the  tax  imposed  by  'D)  making  any  withdrawal  from  orde-  ..^^^  authority  to  treat  excess  funds  as 

chapter  1  by  the  product  of  the  amount  of  POSit  into  (and  the  arnounts  thereof)  a  cap-  y,,rrHDRAWN.-If    the    Secretary    deUrmines 

such  withdrawal  and  the  highest  rate  of  tax  Hal  construction  fund  during  such  calendar  ^^^  ^^  balance  in  any  capital  construction 

specified  in  section  1  (section  11  in  the  case  vear;  or                              ...       ^  .  fund  exceeds  the  amount  which  is  appropri- 

of  a  corporation).  "'^>  ^^^  respect  to  which  a  determina-  ^^^  ^^  ^^^  ^^  ^^^^^^  construction  program 

With  respect  to  the  portion  of  any  nonqual-  tion  has  been  made  during  such  caienaar  gf^jg^tives  of  the  person  who  establUhed  such 

ified  withdrawal  made  out  of  the  capital  year  that  such  person  has  faUed  to  fulfiu  a  ^^^^   y^^  amount  of  such  excess  shall  be 

gain  account  during  a  taxable  year  to  which  substantial   obligation    under   any   capital  ^^g^^gft  ^s  a  nonqualified  withdrawal  iinder 

section  l(i)  or  1201(a)  applies,  the  rate  of  construction  fund  agreement  to  which  such  subparagraph  I  A)  unless  such  person  devel- 

tax  taken  into  account  under  the  preceding  person  is  a  party. "  ^^^  appropriate  program  objectives  within  3 

sentence  shall  not  exceed  28  percent  (34  per-  (e)  Conforming  Amendments.—  ^^^^  ^^  dissipate  such  excess, 

cent  in  the  case  of  a  corporation).  (D  Subparagraph  (A)  of  section  607(d)(1)  ..,gf  Amounts  in  fund  on  January  i.  i»i7.— 

"(B)  Tax  benefit  rule.— If  any  portion  of  of  the  Merchant  Marine  Act,  1936  is  amend-  p^^  purposes  of  this  paragraph,  all  amounU 

a  nonqualified  withdrawal  is  properly  at-  ed  by  inserting  "and  section  7518  of  such  ^^  ^  capital  construction  fund  on  January 

tributable  to  deposits  (other  than  earnings  Code"  after  "this  section".  j  ^5^7  j;,^;;  {,g  treated  as  deposited  in  such 

on  deposits)  made  by  the  taxpayer  in  any  (2)  Subparagraph  (D)  of  section  607(d)(1)  ^^^^  g„  g^^h  daU. 

taxable  year  which  did  not  reduce  the  tax-  of  such  Act  is  amended  by  inserting  "and  ..^gj  nonquaufied  withdrawals  taxed  at 
payer's  liability  for  tax  under  chapter  1  for  section  7518  of  such  Code"  after  "thU  sec-  „,qhest marginal  rate.— 
any  taxable  year  preceding  the  taxable  year  tion".  -fy^j  jf,  oENERAL.—In  the  case  of  any  tax- 
in  which  such  withdrawal  occurs—  (3)  Subparagraph  (C)  of  section  607(e)(2)  ^j^j^  y^^^.  j^^.  y^f^i^h  there  is  a  nonqualified 
"(i)  such  portion  shall  not  be  taken  into  of  such  Act  is  amended  by  striking  out  "85  y^thdrawal  (including  any  amount  so  treat- 
account  under  subparagraph  (A),  and  percent"  and  inserting  in  lieu  thereof  "the  ^^  under  paragraph  (5)),  the  tax  imposed  by 
"(ii)  an  amount  equal  to  such  portion  percentage  applicable  under  section  chapter  1  of  the  Internal  Revenue  Code  of 
shall  be  treated  as  allowed  as  a  deduction  243(a)(1)  of  the  Internal  Revenue  Code  of  iggg  jfiaii  be  deUrmined— 
under  section  172  for  the  taxable  year  in  1986".  <Yjy  by  excluding  such  withdrawal  from 
which  such  withdrawal  occurs.  (4)  Subparagraph  (E)  of  section  607(e)(4)  ^^  income  and 

"(C)  Coordination  with  deduction  FOR  Ni^  of  such  Act  is  amended  to  read  as  foUows:  increasing  the  tax  imposed  by 
operating  LOSSES.-Any  nonqualified  with-  -,e)  the  portion  of  any  dividend  referred  „.„ "A^V  .,  .^k  rode  by  the  product  of  the 
drawal  excluded  frorn  gross  income  under  to  in  paragraph  (2)(C)  not  taken  into  ac-  l^^^^'J^^^  withdrawal  and  the  highest 
subparagraph  (A)  shall  be  excluded  in  deUr-  count  under  such  paragraph.  ^  raU  of  tax  specified  in  section  1  (section  11 
mining  taxabU  income  under  section  (sj  Paragraph  (3)  of  section  607(g)  of  such  ^^''^f^^ase  of  a  corporation)  of  such  Code. 
172(b)(2).  Act  is  amended  to  read  as  follows:  ^.^  resoect  to  the  portion  of  any  nonqual- 
"(h)  Certain  Corporate  Reorganizaj70ns  ..,3,  ^  „„,,  potion  of  a  qualified  with-  ^^  ^thdrawalr^  out  of  the  capital 
AND  Changes  in  PARTNERsmps.-Vnder  joint  ^^^^  j^^  a  vessel,  barge,  or  container  is  ^«»  ^courU  during  a  taxabU  year  to  which 
regulations—  ,  .  _,  ,  made  out  of  the  capital  gain  account,  the  \,.fif,-  j,i)  or  1201(a)  of  such  Code  applies, 
"(1)  a  transfer  of  a  fund  from  one  person  j^^  ^^  ,^^  „^,,^j^  t,„^,_  ^r  container  shall  '^^'^^J^l^Z  ta^into  ^count  unZ  the 
to  another  person  m  a  transaction  to  which  j^  ^^^^^  ^  „„  ^^^^^  ^g^al  to  such  por-  ^fJ^^°J  ^"te^shaU  not  exceed  28  per- 
section  381  applies  rnay  be  treated  as  U  such  ^^^ ,.  ^^tm^^inO^  c«e  of  a  corpora- 
transaction  did  not  constitute  a  nonqual-  ,g,  Subsection  (h)  of  section  607  of  such  ^^'  '^*  percent  in  me  case  j  ^ 
ified  withdrawal,  and  Ad  t,  amended  by  adding  at  the  end  thereof  '*°"'-  ,.  ^  ,.  „  „, 
"(2)  a  HmUar  rule  shaU  be  applied  in  the  ^'  ^a^Vnew  n^graphs'  "<B>  Tax  benefit  rule.-U  any  portion  of 
case  of  a  continuation  of  a  partnership  ^■/sjJ^oui^^^wi^rIwn  from  fund  a  nonqualified  withdrawal  is  properly  at- 
"(i)  DEFiNiTiONS.-For  purposes  of  this  sec-  J^'  ^°^  f^om^^  taxed  as  non-  tributable  to  deposits  (other  than  earnings 
tion.  any  term  defined  in  section  607(k)  of  X^  "  "^  "°1-  <"»  deposiU)  made  by  the  taxpayer  in  any 
the  Merchant  Marine  Act  1936  which  is  also  *"f^™^  Z^e^^  applicable  percent-  taxable  year  which  did  not  reduce  the  tax- 
used  in  thU  section  (including  the  defini-  '^'f  1"°^,'^^,  whU:h^Sfuinacap-  PaverS  liability  for  tax  under  chapter  1  for 
tion  of  -Secretary-)  shall  have  the  meaning  ^Z^i^^tr^onfuSlatl^^e  of  me  any  taxabU  year  precedirig  the  taxabU  year 
given  such  Urm  by  such  section  607(k)  as  in  i^^J'Vi'Jp^gT 290^ or  3oih  t^abU  vear  in  which  such  withdrawal  occurs- 
effect  on  the  daU  of  the  enactment  of  this  j^ JnJ'fi  toxabte  year^whS^  ^s^h  "'i'  such  portion  shaU  not  be  ^  into 
section."                                       ,      _    ,  aZTrU^wa^d^tedshaUbetreaUdasa  account  under  subparagraph  (A),  and 

(c)    Credits   Not  Allowed   Aoajnst   In-  "^^^'^thdrawal    in    accordance  "(ii)  an  amount  equal  to  such  portion 

crease  in  Tax -Paragraph   (2)  of  section  3^*^«Hn»  toftlc.  shaU  be  treated  as  allowed  as  a  deduction 

26(b)  M  amended  by  striking  out  "and"  at  vnui  uie  jouowing  100                  r»--./i«.*i,  under  section  172  of  such  Code  for  the  tax- 

the  end  of  subparagraph  (G),  by  striking  out  "If  the  amwat  remaUu                   /«  appueaoie  ^^  ^^^  .^  which  such  withdrawal  occurs, 

the  period  at  the  end  of  subparagraph  (W  i»  the  fmn^mt  the                        ^-enta^  i—  "(C)  Coordination  with  deduction  for  net 

and  inserting  in  lieu  thereof  ".  and",  and  by  eU»e  of  the-                              perteiUaft  u-  '^'±^"^T^  _^„„  nonqualified  with- 

adding  at  the  end  thereof  the  following  new       26th  taxabU  year 20  SmS!?  «c!^/r^  «^im^  under 

subparagraph:  '^ 
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subparagraph  (A)  shall  be  excluded  in  deter- 
mining taxable  income  under  section 
172(bJI2J  0/  the  Internal  Revenue  Code  of 
J  986." 

(J)  Clerical  AMENDMEN-.:—The  table  of  sec- 
tions for  chapter  77  is  amended  by  adding  at 
the  end  thereof  the  following  new  item: 
"Sec.  7S18.  Tax  incentives  relating  to  mer- 
chant marine  capital  construc- 
tion funds." 
(g)    Effective    Date.— The    amendments 
made  by  this  section  shall  apply  to  taxable 
years  t>eginning  after  December  31,  1986. 
TITLE  III-CAPITAL  GAINS 
SuBTTTLE  A— Individual  Capital  Gains 

sec  S$l.  REPEAL  OF  EXCLLSION  FOR  LONG-TERM 
CAPITAL  CAINS  OF  INDIVIDUALS. 

la)  In  General.— Section  1202  (relating  to 
dediLCtion  for  capital  gains)  is  hereby  re- 
pealed. 

lb)  Conforming  Amendments.— 

11)  Section  62la)  Idefining  adjusted  gross 
income),  as  amended  by  section  132.  is 
amended  by  striking  out  paragraph  13)  and 
redesignating  paragraphs  14),  IS),  16).  17), 
110),  111),  112),  113).  114),  and  IIS)  as  para- 
graphs 13)  through  112),  respectively. 

12)  Section  170le)ll)  Irelating  to  certain 
contributions  of  ordinary  incoTne  and  cap- 
ital gain  property)  is  amended  by  striking 
out  "40  percent  W«  in  the  case  of  a  corpora- 
tion) of. 

13)  Paragraph  12)  of  section  1 72ld)  Irelat- 
ing to  modifications  with  respect  to  net  op- 
erating loss  deduction)  is  amended  to  read 
as  follows: 

"12)  Capital  gains  and  losses  of  taxpa  vers 
OTHER  THAN  coRPORATtONs.—In  the  cose  of  a 
taxpayer  other  than  a  corporation,  the 
amount  deductible  on  account  of  losses  from 
sales  or  exchanges  of  capital  assets  shall  not 
exceed  the  amount  includible  on  account  of 
gains  from  sales  or  exchanges  of  capital 
assets. " 

14)  Paragraph  ID  of  section  219lf)  Idefin- 
ing compensation)  is  amended  by  striking 
out  "paragraph  17)"  and  inserting  in  lieu 
thereof  "paragraph  16)". 

IS)IA)  Section  223  Irelating  to  cross  refer- 
ences) is  amended  to  read  as  follows: 

~SEC.  !23.  CROSS  REFERENCE. 

"For  deductiont  in  retpect  of  a  decedent,  $ee  $ee- 

lion  SSI. " 

IB)  The  table  of  sections  for  part  VII  of 
subchapter  B  of  chapter  1  is  amended  by 
striking  out  "references"  in  the  item  relating 
to  section  223  and  inserting  in  lieu  thereof 
"reference". 

16)  Paragraph  14)  of  section  642ic)  Irelat- 
ing to  deduction  for  amounts  paid  or  per- 
manently set  aside  for  a  charitable  purpose) 
is  amended— 

lA)  by  striking  out  the  1st  sentence,  and 
IB)  by  striking  out  "Adjustments"  in  the 
paragraph  heading  and   inserting   in   lieu 
thereof  "Coordination  with  section  s»i  ". 

17)  Paragraph  13)  of  section  6431a)  Irelat- 
ing to  distributable  net  income)  is  amended 
by  striking  out  the  last  sentence. 

18)  Paragraph  14)  of  section  6911c)  Irelat- 
ing to  deduction  for  estate  tax)  is  amend- 
ed— 

lA)  by  striking  out  "1201,  1202,  and  1211. 
and  for  purposes  of  section  S7la)l9)"  and  in- 
serting in  lieu  thereof  "llj),  1201,  and  1211", 
and 

IB)  by  striking  out  "capital  gain  deduc- 
tion, ETC.—"  in  the  paragraph  heading  and 
ijuerting  in  lieu  thereof  "capital  gain  provi- 
sions.-". 

19)  The  second  sentence  of  paragraph  12) 
of  section  8711a)  (relating  to  income  not 
connected  with  VniUd  States  business)  U 


amended  by  striking  out  "such  gains  and 
losses  shall  6e  determined  without  regard  to 
section  1202  Irelating  to  deduction  for  cap- 
ital gains)  and". 

1101  Subsection  lb)  of  section  1211  Irelat- 
ing to  limitation  on  capital  losses)  is 
amended  to  read  as  follows: 

"lb)  Other  Taxpayers —In  the  case  of  a 
taxpayer  other  than  a  corporation,  losses 
from  sales  or  exchanges  of  capital  assets 
shall  be  allowed  only  to  the  extent  of  the 
gains  from  such  sales  or  exchanges,  plus  lif 
such  losses  exceed  such  gains)  the  lower  of— 

"ID  $3,000  IS1,500  in  the  case  of  a  marned 
individual  filing  a  separate  return),  or 

"12)  the  excess  of  such  losses  over  such 
gains. " 

111)  Paragraph  12)  of  section  12121b)  Ire- 
lating to  capital  loss  carrybacks  and  car- 
ryovers) is  amended  to  read  as  follows: 

"12)  Special  RULE.~For  purposes  of  deter- 
mining the  excess  referred  to  in  subpara- 
graph lA)  or  IB)  of  paragraph  ID,  an 
amount  equal  to  the  amount  allowed  for  the 
taxable  year  under  paragraph  ID  or  12)  of 
section  12111b)  shall  be  treated  as  a  short- 
term  capital  gain  in  such  year.  " 

112)  Paragraph  ID  of  section  1402li)  Ire- 
lating to  special  rules  for  options  and  com- 
modities dealers)  is  amended  to  read  as  fol- 
lows: 

"ID  In  general.— Notwithstanding  subsec- 
tion la)l3)IA),  in  determining  the  net  earn- 
ings from  self-employment  of  any  options 
dealer  or  commodities  dealer,  there  shall  not 
be  excluded  any  gain  or  loss  lin  the  normal 
course  of  the  taxpayer's  activity  of  dealing 
in  or  trading  section  1256  contracts)  from 
section  1256  contracts  or  property  related  to 
such  contracts. " 

113)  The  table  of  sections  for  part  I  of  sub- 
chapter P  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  1202. 

ic)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

SEC.  m.  2S-PERCENT  CAPITAL  GAINS  RATE  FOR 
TAXPAYERS  OTHER  THAN  CORPORA- 
TIONS. 

la)  In  General.— Section  1  Irelating  to  tax 
imposed  on  individuals),  as  amended  by  sec- 
tions 101  and  1411,  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsection: 

"Ij)  Maximum  Capital  Gains  Rate.— 

"ID  In  general.— If  a  taxpayer  has  a  net 
capital  gain  for  any  taxable  year  to  which 
this  subsection  applies,  then  the  tax  imposed 
by  this  section  shall  not  exceed  the  sum  of— 

"lA)  a  tax  computed  at  the  rates  and  in 
the  same  manner  as  if  this  subsection  had 
not  been  enacted  on  the  greater  of— 

"li)  the  taxable  income  reduced  by  the 
amount  of  net  capital  gain,  or 

"Hi)  the  amount  of  taxable  income  taxed 
at  a  rate  below  28  percent,  plus 

"IB)  a  tax  of  28  percent  of  the  amount  of 
taxable  income  in  excess  of  the  amount  de- 
termined under  subparagraph  I  A),  plus 

"lO  the  amount  of  increase  determined 
under  subsection  Ig). 

"12)  Years  to  which  subsection  applies.— 
This  subsection  shall  apply  to— 

"lA)  any  taxable  year  beginning  in  1987, 
and 

"IB)  any  taxable  year  beginning  after  1987 
if  the  highest  rate  of  tax  set  forth  in  subsec- 
tion la),  lb),  Ic),  Id),  or  le)  (whichever  ap- 
plies) for  such  taxable  year  exceeds  28  per- 
cent" 

lb)  Effective  Date.— The  amendment 
made  l>y  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

Ic)  Transitional  Rule.— The  tax  under  sec- 
tion 1  of  the  Internal  Revenue  Code  of  1986 
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on  the  long-term  capital  gain  on  rights  to 
royalties  paid  under  leases  and  assignments 
binding  on  September  25,  1985,  by  a  limited 
partnership  forrned  on  March  1,  1977,  which 
on  October  30,  1979,  assigned  leases  and 
which  assignment  was  amended  on  April  27, 
1981,  shall  not  exceed  20  percent. 

Subtitle  B— Repeal  of  Corporate  Capital 
Gains  Treatment 

SEC  311   repeal  OF  CORPORATE  CAPITAL  GAINS 

treatment. 

la)  General  Rule.— Section  1201  Irelating 
to  alternative  tax  for  corporations)  is 
amended  to  read  as  follows: 

"SEC  1201.  alternative  TAX  FOR  CORPORATIONS. 

"la)  General  Rule.— If  for  any  taxable 
year  a  corporation  has  a  net  capital  gain 
and  any  rate  of  tax  imposed  by  section  11, 
511,  or  8311a)  Iwhichever  is  applicable)  ex- 
ceeds 34  percent  Idetermined  without  regard 
to  the  last  sentence  of  section  11  lb)),  then,  in 
lieu  of  any  such  tax,  there  is  hereby  imposed 
a  tax  lif  such  tax  is  less  than  the  tax  im- 
posed by  such  sections)  which  shall  consist 
of  the  sum  of— 

"ID  a  tax  computed  on  the  taxable  income 
reduced  by  the  amount  of  the  net  capital 
gain,  at  the  rates  and  in  the  manner  as  if 
this  subsection  had  not  been  enacted,  plus 

"12)  a  tax  of  34  percent  of  the  net  capital 
gain. 

"lb)  Cross  References.— 
For  computation  of  the  alternative  tax— 

"(1)  in  the  case  of  life  insurance  compa- 
nies, see  section  801(a)(2). 

•'(2)  in  the  case  of  regulated  investment 
companies  and  their  shareholders,  see 
section  852(b)(3)(A)  and  (D),  and 

"(3)  in  the  case  of  real  estate  investment 
trusts,  see  section  857(b)(3)(A). " 

lb)  Technical  Amendments.— 

ID  Clause  liii)  of  section  852lb)l3)ID)  is 
amended  by  striking  out  "72  percent"  and 
inserting  in  lieu  thereof  "66  percent". 

12)  Subparagraph  IE)  of  section  593lb)l2), 
as  in  effect  before  the  amendments  made  by 
title  IX,  is  amended  by  adding  "and"  at  the 
end  of  clause  liii),  by  striking  out  clause 
liv),  and  by  redesignating  clause  Iv)  as 
clause  liv). 

13)  The  second  sentence  of  section  6311c)  is 
amended  by  striking  out  "Such  owner"  and 
inserting  in  lieu  thereof  "If  for  the  taxable 
year  of  such  gain  or  loss  the  maximum  rate 
of  tax  imposed  by  this  chapter  on  any  net 
capital  gain  is  less  than  such  maximum  rate 
for  ordinary  income,  such  owner". 

14)  Paragraphs  11)  and  12)  of  section 
1445le)  las  amended  by  title  XVIII)  are  each 
amended  by  striking  out  "28  percent"  and 
inserting  in  lieu  thereof  "34  percent". 

Ic)  Effective  Date.— The  amendments 
mdde  by  subsections  (a)  and  (b)  shall  apply 
to  taxable  years  beginning  after  Decem- 
ber 31,  1986. 

Id)  Transitional  Rules.— 

ID  Taxable  years  which  begin  in  use  and 
END  IN  t9S7.—In  the  case  of  any  taxable  year 
which  begins  before  January  1,  1987,  and 
ends  on  or  after  such  date,  paragraph  12)  of 
section  12011a)  of  the  Internal  Revenue 
Code  of  1954,  as  in  effect  on  the  date  before 
the  date  of  enactment  of  this  Act,  shall  be 
applied  as  if  it  read  as  follows: 

"12)  the  sum  of— 

"I A)  28  percent  of  the  lesser  of— 

"li)  the  net  capital  gain  determined  by 
taking  into  account  only  gain  or  loss  which 
is  properly  taken  into  account  for  the  por- 
tion of  the  taxable  year  before  January  1, 
1987,  or 
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"(ii>  the  net  capital  gain  for  the  taxable 
year,  and 

"(B)  34  percent  of  the  excess  (if  any)  of— 

"(i)  the  net  capital  gain  for  the  taxable 
year,  over 

"(ii)  the  amount  of  the  net  capital  gain 
taken  into  account  under  subparagraph 
(A)." 

(2)  Revocation  of  elections  under  section 
S3iia).—Any  election  under  section  631(a)  of 
the  Internal  Revenue  Code  of  19S4  made 
(whether  by  a  corporation  or  a  person  other 
than  a  corporation)  for  a  taxable  year  begin- 
ning before  January  1,  1987,  may  be  revoked 
by  the  taxpayer  for  any  taxable  year  ending 
after  December  31,  1986.  For  purposes  of  de- 
termining whether  the  taxpayer  may  make  a 
further  election  under  such  section,  such 
election  (and  any  revocation  under  this 
paragraph)  shall  not  be  taken  into  account 
Subtitle  C— Incentive  Stock  Options 

sbc.  321.  repeal  of  reqvirement  that  incen- 
TIVE STOCK  options  ARE  EXERCIS- 
ABLE ONLY  IN  CHRONOLOGICAL 
ORDER:  MODIFICATION  OF  $100,000  LIM- 
ITATION. 

(a)  General  Rule.— Subsection  (b)  of  sec- 
tion 422A  is  amended  by  inserting  "and"  at 
the  end  of  paragraph  (6)  and  by  striking  out 
paragraphs  (7)  and  (8)  and  inserting  in  lieu 
thereof  the  following  new  paragraph: 

"(7)  under  the  terms  of  the  plan  the  aggre- 
gate fair  market  value  (determined  at  the 
time  the  option  is  granted)  of  the  stock  with 
respect  to  which  incentive  stock  options  are 
exercisable  for  the  1st  time  by  such  individ- 
ual during  any  calendar  year  (under  all 
such  plans  of  the  individual's  employer  cor- 
poration and  its  parent  and  subsidiary  cor- 
porations) shall  not  exceed  $100,000." 

(b)  Conforming  Amendments.— 

(1)  Subsection  (c)  of  section  422A  is 
amended— 

(A)  by  striking  out  paragraphs  (4)  and  (7), 
and 

(B)  by  redesignating  paragraphs  (5),  (6), 
(8).  (9),  and  (101  as  paragraphs  (4),  (5),  (6), 
(7),  and  (8),  respectively. 

(2)  The  last  sentence  of  section  422A(c)(l) 
is  amended  by  striking  out  "paragraph  (8) 
of  subsection  (b)  and  paragraph  (4)  of  this 
subsection"  and  inserting  in  lieu  thereof 
"paragraph  (7)  of  subsection  (b)". 

(ci  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  options 
granted  of  ter  December  31,  1986. 

Subtitle  D— Straddles 
sec.  33l  year-end  rvle  expanded. 

(a)  In  General.— Subparagraph  (E)  of  sec- 
tion 1092(c)(4)  (defining  straddle)  is  amend- 
ed- 

(1)  by  inserting  "or  the  stock  is  disposed  of 
at  a  loss"  in  clause  (i)  after  "closed", 

(2)  by  striking  out  "is"  in  clause  (ii)  and 
inserting  in  lieu  thereof  "or  gains  on  such 
options  are",  and 

(3)  by  inserting  "or  option"  after  "stock" 
and  "or  the  disposition  of  such  stock"  after 
"options"  in  clause  (Hi). 

(b)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  positions 
established  on  or  of  ter  January  1,  1987. 

TITLE  IV— AGRICULTURE.  ENERGY, 

AND  NATURAL  RESOURCES 

StiBTTTLE  A— Agriculture 

SEC.  4tL  UMITATION  ON  EXPENSING  OF  SOIL  AND 
WATER  conservation  EXPENDI- 
TVRES. 

(a)  General  Rule.— Subsection  tc)  of  sec- 
tion 175  (relating  to  soU  and  water  conser- 
vation expenditures)  is  amended  by  adding 
at  the  end  thereof  the  following  new  para- 
graph: 


"(3)  Additional  umitations.— 

"(A)  Expenditures  must  be  consistent 
WITH  soil  conservation  plan.— Notwith- 
standing any  other  provision  of  this  section, 
subsection  (a)  shall  not  apply  to  any  ex- 
penditures unless  such  expenditures  are  con- 
sistent with— 

"(i)  the  plan  (if  any)  approved  by  the  Soil 
Conservation  Service  of  the  Department  of 
Agriculture  for  the  area  in  which  the  land  is 
located,  or 

"(ii)  if  there  is  no  plan  descrilKd  in  clause 
(i),  any  soil  conservation  plan  of  a  compa- 
rable State  agency. 

"(B)  Certain  wetland,  etc.,  AcnvrriES  not 
QUAUFiED.— Subsection  (a)  shall  not  apply  to 
any  expenditures  in  connection  with  the 
draining  or  filling  of  wetlands  or  land  prep- 
aration for  center  pivot  irrigation  systems. " 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  amounts 
paid  or  incurred  after  December  31,  1986,  in 
taxable  years  ending  after  sux:h  date. 

SEC.  402.  repeal  OF  SPECIAL  TREATMENT  FOR  EX- 
PENDITLRES  for  CLEARING  LAND. 

(a)  In  General.— Section  182  (relating  to 
expenditures  by  farmers  for  clearing  land)  is 
hereby  repealed. 

(b)  Technical  Amendments.— 

(1)  Paragraph  (1)  of  section  263(a)  (relat- 
ing to  capital  expenditures)  is  amended  by 
striking  out  subparagraph  (E)  and  by  redes- 
ignating subparagraphs  (F).  (G).  and  (H)  as 
subparagraphs  (E).  (F).  and  (G).'  respective- 
ly. 

(2)  Subparagraph  (A)  of  section  12S2(a)(l) 
(relating  to  gain  from  disposition  of  farm 
land)  is  amended  by  striking  out  "(relating 
to  expenditures  by  farmers  for  clearing 
land)"  and  inserting  in  lieu  thereof  "'as  in 
effect  on  the  day  before  the  date  of  the  enact- 
ment of  the  Tax  Reform  Act  of  1986)". 

(3)  The  table  of  sections  for  part  VI  of  sub- 
chapter B  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  182. 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  amounts 
paid  or  incurred  after  December  31.  1985.  in 
taxable  years  ending  after  such  date. 

SEC.  403.  TREATMENT  OF  DISPOSITIONS  OF  CON- 
VERTED WETLANDS  OR  HIGHLY  ERODI- 
BLE  CROPLANDS 

(a)  General  Rule.— Part  IV  of  subchapter 
P  of  chapter  1  (relating  to  special  rules  for 
determining  capital  gains  and  losses)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  section: 

"SEC.  I2S7.  DISPOSITION  OF  CONVERTED  WETLANDS 
OR  HIGHLY  ERODIBLE  CROPLANDS 

"(a)  Gain  Treated  as  Ordinary  Income.— 
Any  gain  on  the  disposition  of  converted 
wetland  or  highly  erodible  cropland  shall  be 
treated  as  ordinary  income.  Such  gain  shall 
be  recognized  notwithstanding  any  other 
provision  of  this  subtitle,  except  that  this 
section  shall  not  apply  to  the  extent  such 
gain  is  recognized  as  ordinary  income  under 
.  any  other  provision  of  this  part 

"(b)  Loss  Treated  as  Long-Term  Capital 
Loss.— Any  loss  recognized  on  the  disposi- 
tion of  converted  wetland  or  highly  erodible 
cropland  shall  be  treated  as  a  long-term  cap- 
ital loss. 

"(c)  Definitions.— For  purposes  of  this  sec- 
tion— 

"(1)  Converted  wetland.— The  term  con- 
verted wetland'  means  any  converted  wet- 
land (as  defined  in  section  1201(4)  of  the 
Food  Secunty  Act  of  1985  (16  U.S.C. 
3801(4)))  held— 

"(A)  by  the  person  whose  activities  result- 
ed in  stich  land  being  converted  wetland,  or 

"(B)  by  any  other  person  who  at  any  time 
used  such  land  for  farming  purposes. 


"(2)  Highly  erodible  cropland.— The  term 
"highly  erodible  cropland'  means  any  highly 
erodible  cropland  (as  defined  in  section 
1201(6)  of  the  Food  Security  Act  of  1985  (16 
U.S.C.  3801(6))).  if  at  any  time  the  taxpayer 
used  such  land  for  farming  purposes  (other 
than  the  grazing  of  animals). 

"(3)  Treatment  of  successors.— If  any 
land  is  converted  wetland  or  highly  erodible 
cropland  in  the  hands  of  any  person,  such 
land  shall  be  treated  as  converted  wetland 
or  highly  erodible  cropland  in  the  hands  of 
any  other  person  whose  adjusted  basis  in 
such  land  is  determined  (in  whole  or  in 
part)  by  reference  to  the  adjusted  basis  of 
such  land  in  the  hands  of  such  persoru 

"(d)  Special  Rules.— Under  regulations 
prescribed  by  the  Secretary,  rules  similar  to  j 
the  rules  applicable  under  section  1245  shall 
apply  for  purposes  of  subsection  (a).  For 
purposes  of  sections  nO(el,  341(el(12).  and 
751(c).  amounts  treated  as  ordinary  income 
under  subsection  (a)  shall  be  treated  in  the 
same  manner  as  amounts  treated  as  ordi- 
nary income  under  section  1245. " 

(b)  Clerical  Amendment.— The  table  of  sec- 
tions for  part  IV  of  subchapter  P  of  chapter 
1  is  amended  by  adding  at  the  end  thereof 
the  following  new  item: 

"Sec.  1257.  Disposition  of  converted  wet- 
lands or  highly  erodible  crop- 
lands. " 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  disposi- 
tions of  converted  wetland  or  highly  erodible 
cropland  (as  defined  in  section  1257(c)  of 
the  Internal  Revenue  Code  of  1986  as  added 
by  this  section)  first  used  for  farming  after 
March  1.  1986,  in  taxable  years  ending  after 
that  date. 

SEC  404.  limitation  ON  CERTAIN  PREPAID  FARM- 
ING EXPENSES 

(a)  General  Rule.— Section  464  (relating 
to  limitations  on  deductions  in  case  of 
farming  syndicates)  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsec- 
tion: 

"(f)  Subsections  (a)  and  (b)  To  Apply  to 
Certain  Persons  Prepaying  50  Percent  or 
More  of  Certain  Farming  Expenses.— 

"(1)  In  general.— In  the  case  of  a  taxpayer 
to  whom  this  subsection  applies,  subsections 
(a)  and  (b)  shall  apply  to  the  excess  prepaid 
farm  supplies  of  such  taxpayer  in  the  same 
manner  as  if  such  taxpayer  were  a  farming 
syndicate. 

"(2)  Taxpayer  to  whom  subsection  ap- 
PLIES.— This  subsection  applies  to  any  tax- 
payer for  any  taxable  year  if  such  taxpay- 
er— 

"(A)  does  not  use  an  accrual  method  of  ac- 
counting, 

"(B)  has  excess  prepaid  farm  supplies  for 
the  taxable  year,  and 

"(C)  is  not  a  qualified  farm-related  tax- 
payer. 

"(3)  Qualified  farm-related  taxpayer.— 

"(A)  In  general.— For  purposes  of  this  sub- 
section, the  term  'qualified  farm-related  tax- 
payer' mean^  any  farm-related  taxpayer  if— 

"(i)(I)  the  aggregate  prepaid  farm  supplies 
for  the  3  taxable  years  preceding  the  taxable 
year  are  less  than  SO  percent  of. 

"(II)  the  aggregate  deductible  faming  ex- 
penses (other  than  prepaid  farm  supplies) 
for  such  3  taxable  years,  or 

"(ii)  the  taxpayer  has  excess  prepaid  farm 
supplies  for  the  taxable  year  by  reason  of 
any  change  in  business  operation  directly 
attnbutable  to  extraordinary  circumstances. 

"(B)  Farm-related  taxpayer.— For  pur- 
poses of  this  paragraph,  the  term  'farm-re- 
lated taxpayer'  means  any  taxpayer— 
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"tV  whose  principal  residence  (within  the 
meaning  of  section  1034)  is  on  a  farm, 

"Hi)  who  has  a  principal  occupation  of 
farming,  or 

"Hii)  who  is  a  member  of  the  family 
(within  the  meaning  of  subsection  <c)(2)(Ei) 
of  a  taxpayer  described  in  clause  (i)  or  (ii). 

"(4)  DEFismoNS.—For  purposes  of  this  sub- 
section— 

"(A)  Excess  prepaid  farm  supplies.— The 
term  'excess  prepaid  farm  supplies'  means 
the  prepaid  farm  supplies  for  the  taxable 
year  to  the  extent  the  amount  of  such  sup- 
plies exceeds  50  percent  of  the  deductible 
farming  expenses  for  the  taxable  year  (other 
than  prepaid  farm  supplies). 

"(B)  Prepaid  farm  suppuES.—The  term 
'prepaid  farm  supplies'  means  any  amounts 
which  are  described  in  subsection  (a)  or  (b) 
and  vxiuld  be  allowable  for  a  subsequent 
taxable  year  under  the  rules  of  subsections 
(a)  and  (b). 

"(C)  Deductible  farming  expenses.— The 
term  deductible  farming  expenses'  means 
any  amount  allowable  as  a  deduction  under 
this  chapter  (including  any  amount  allow- 
able as  a  deduction  for  depreciation  or  am- 
ortization) which  is  properly  allocable  to  the 
trade  or  business  of  farming. " 

(b)  Conforming  Amendments.— 
(It  The  heading  for  section  464  is  amended 

by  striking  out  "in  etue  of  farming  nyndicates" 
and  inserting  in  lieu  thereof  "for  certain  farm- 
««f". 

(2)  The  table  of  sections  for  subpart  C  of 
part  II  of  subchapter  E  of  chapter  1  is 
amended  by  striking  out  "in  case  of  farming 
syndicates  "  in  the  item  relating  to  section 
464  and  inserting  in  lieu  thereof  "for  certain 
farming  expenses". 

(c)  Effective  DATE.-The  amendments 
made  by  this  section  shall  apply  to  amounts 
paid  or  incurred  after  March  1.  1986.  in  tax- 
able years  beginning  after  such  date. 

SEC.  4»S.  TAX  treatment  OF  DISCHARGE  OF  CER- 
TAIN   indebtedness    of    solvent 

FARMERS. 

(a)  In  General.— Section  108  (relating  to 
income  from  discharge  of  indebtedness)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(g)  Special  Rules  for  Discharge  of 
Qualified  Farm  Indebtedness  of  Solvent 
Farmers.— 

"(1)  In  general.— For  purposes  of  this  sec- 
tion and  section  1017.  the  discharge  by  a 
qualified  person  of  qualified  farm  indebted- 
ness of  a  taxpayer  who  is  not  insolvent  at 
the  time  of  the  dUcharge  shall  be  treated  in 
the  same  manner  as  if  the  dUcharge  had  oc- 
curred when  the  taxpayer  was  insolvent 

"(2)  Qualified  farm  indebtedness.— For 
purposes  of  thU  subsection,  indebtedness  of 
a  taxpayer  shaU  be  treated  as  qualified  farm 
indebtedness  if— 

"(A)  such  indebtedness  was  incurred  di- 
recUy  in  connection  with  the  operation  by 
the  taxpayer  of  the  trade  or  business  of 
farming,  and 

"(B)  SO  percent  or  more  of  the  average 
annual  gross  receipts  of  the  taxpayer  for  the 
3  taxable  years  preceding  the  taxabL  year  in 
which  the  discharge  of  such  indebtedness 
occurs  is  attributable  to  the  trade  or  busi- 
ness of  farming. 

"(3)  QvAuriED  person.— For  purposes  of 
thU  subsection,  the  term  'qualified  person' 
means  a  person  described  in  section 
46(c)(8)(D)(ivJ.  •• 

(b)  Basis  Adjustment.— Section  1017(b)  (re- 
lating to  basis  adjustment)  U  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(4)  Ordering  rule  in  the  case  of  qvau- 
nsD  farm  indebtedness.— Any  amount  which 
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is  excluded  from  gross  income  under  section 
108(a)  by  reason  of  the  discharge  of  quali- 
fied farm  indebtedness  (within  the  meaning 
of  section  108(g)(2))  and  which  under  sub- 
section (b)  of  section  108  is  to  be  applied  to 
reduce  basis  shall  be  applied— 

"(A)  first  to  reduce  the  tax  attributes  de- 
scribed in  section  108(b)(2)  (other  than  sub- 
paragraph (Di  thereof). 

"(B>  then  to  reduce  basis  of  property  other 
than  property  described  in  subparagraph 
(C),  and 

"(C)  then  to  reduce  the  basis  of  land  used 
or  held  for  use  in  the  trade  or  business  of 
farming. " 

(c)  Effective  DATE.-The  amendments 
made  by  this  section  shall  apply  to  dis- 
charges of  indebtedness  occurring  after 
April  9.  1986,  in  taxable  years  ending  after 
such  date. 

SEC  406.  RETENTION  OF  CAPITAL  GAINS  TREAT- 
MENT FOR  SALES  OF  DAIRY  CATTLE 
INDER  .HILK  PRODI  CTION  TERMINA- 
TION PROGRAM. 

The  amendments  made  by  subtitles  A  and 
B  of  title  III  shall  not  apply  to  any  gain 
from  the  sale  of  dairy  cattle  under  a  valid 
contract  with  the  United  States  Department 
of  Agriculture  under  the  milk  production 
termination  program  to  the  extent  such  gain 
is  properly  taken  into  account  under  the 
taxpayer's  method  of  accounting  after  Janu- 
ary 1.  1987.  and  before  September  1,  1987. 
Subtitle  B— Treatment  of  Oil,  Gas. 
Geothermal.  and  Hard  Minerals 

SEC  111.  treatment  of  intangible  DRILLING 
COSTS  AND  MINERAL  EXPLORATION 
AND  DEVELOPMENT  COSTS. 

(a)  Treatment  Under  Section  291.— 

(1)  Increase  in  percentage  disallow- 
ANCE.—Paragruph  (1)  of  section  291(b)  (relat- 
ing to  special  rules  for  treatment  of  intangi- 
ble drilling  costs  and  mineral  exploration 
and  development  costs)  is  amended  by  strik- 
ing out  "20  percent"  and  inserting  in  lieu 
thereof  "30  percent". 

(2)  Treatment  of  disallowed  amount.— 
Subsection  ib)  of  section  291  is  amended  by 
striking  out  paragraphs  (2),  (3),  (4),  (5).  and 
(6)  and  inserting  in  lieu  thereof  the  follow- 
ing new  paragraphs: 

"(2)  Amortization  of  amounts  not  allow- 
able AS  deductions    under   paragraph   III.- 

The  amount  not  allowable  as  a  deduction 
under  section  263(c),  616(a),  or  617(a)  (as 
the  case  may  be)  for  any  taxable  year  by 
reason  of  paragraph  (1)  shall  be  allowable  as 
a  deduction  ratably  over  the  60-month 
period  beginning  with  the  month  in  which 
the  costs  are  paid  or  incurred. 

"(3)  Dispositions.— For  purposes  of  section 
12S4,  any  deduction  under  paragraph  (2) 
shall  be  treated  as  a  deduction  allowable 
under  section  263(c),  616(a),  or  617(a) 
(whichever  is  appropriate). 

"(4)  Integrated  oil  company  defined.— For 
purposes  of  this  subsection,  the  term  inte- 
grated oil  company'  means,  unth  respect  to 
any  taxable  year,  any  producer  (within  the 
meaning  of  section  4996(a)(1))  of  crude  oil 
other  than  an  independent  producer  (within 
the  meaning  of  section  4992(b)). 

"(5)  Coordination  with  cost  depletion.— 
The  portion  of  the  adjusted  basis  of  any 
property  which  is  attributable  to  amounts  to 
which  paragraph  (1)  applied  shall  not  be 
taJcen  into  account  for  purposes  of  determin- 
ing depletion  under  section  611. " 

(b)  Treatment  of  Costs  Incurred  Outside 
THE  United  States.— 

(1)  Intangible  driluno  and  development 
costs.— 

(A)  In  general.— Section  263  (relating  to 
capital  expenditures)  is  amended  by  adding 
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at  the  end  thereof  the  following  new  subsec- 
tion: 

"(i)  Special  Rules  for  Intangible  Drill- 
ing AND  Development  Costs  Incurred  Out- 
side THE  United  STATEs.-In  the  case  of  in- 
tangible drilling  and  development  costs  paid 
or  incurred  with  respect  to  an  oil,  gas,  or 
geothermal  well  located  ouUide  the  United 
States— 

"(1)  subsection  (c)  shall  not  apply,  and 

"(2)  such  costs  shall— 

"(A)  at  the  election  of  the  taxpayer,  be  in- 
cluded in  adjusted  basis  for  purposes  of 
computing  the  amount  of  any  deduction  al- 
lowable under  section  611  (determined  with- 
out regard  to  section  613),  or 

"(B)  if  subparagraph  (A)  does  not  apply, 
be  allowed  as  a  deduction  ratably  over  the 
10-taxable  year  period  beginning  with  the 
taxable  year  in  which  such  costs  were  paid 
or  incurred. 

This  subsection  shall  not  apply  to  costs  paid 
or  incurred  with  respect  to  a  nonproductive 
well " 

(B)  Conforming  amendment.— Section 
263(c)  is  amended  by  inserting  "and  except 
as  provided  in  subsection  (i), "  after  "subsec- 
tion (a). ". 

(2)  Development  and  mining  exploration 
costs.— 

(A)  In  general.— Section  616  (relating  to 
development  expenditures)  is  amended  by 
redesignating  subsection  (d)  as  subsection 
(e),  and  inserting  after  subsection  (c)  the  fol- 
lowing new  subsection: 

"(d)  Special  Rules  for  Foreign  Develop- 
ment.—In  the  case  of  any  expenditures  paid 
or  incurred  with  respect  to  the  development 
of  a  mine  or  other  natural  deposit  (other 
than  an  oil,  gas.  or  geothermal  well)  located 
outside  of  the  United  States— 

"(1)  subsections  (a)  and  (b)  shall  not 
apply,  and 

"(2)  such  expenditures  shall— 

"(A)  at  the  election  of  the  taxpayer,  be  in- 
cluded in  adjusted  basis  for  purposes  of 
computing  the  amount  of  any  deduction  al- 
lowable under  section  611  (without  regard  to 
section  613),  or 

"(B)  if  subparagraph  (A)  does  not  apply, 
be  allowed  as  a  deduction  ratably  over  the 
lOtaxable  year  period  beginning  with  the 
taxable  year  in  which  such  expenditures 
were  paid  or  incurred  " 

(B)  Certain  mining  exploration  expendi- 
tures outside  the  united  states.— Section 
617(h)  (relating  to  limitation)  is  amended  to 
read  as  follows: 

'"(h)  Special  Rules  for  Foreign  Explora- 
tion.—In  the  case  of  any  expenditures  paid 
or  incurred  before  the  development  stage  for 
the  purpose  of  ascertaining  the  existence,  lo- 
cution, extent,  or  quality  of  any  deposit  of 
ore  or  other  mineral  (other  than  an  oil,  gas, 
or  geothermal  well)  located  outside  the 
United  States— 

"(1)  subsection  (a)  shall  not  apply,  and 

"(2)  such  expenditures  shall— 

""(A)  at  the  election  of  the  taxpayer,  be  in- 
cluded in  adjusted  basis  for  purposes  of 
computing  the  amount  of  any  deduction  al- 
lowabte  under  section  611  (without  regard  to 
section  613),  or 

"(B)  if  subparagraph  (A)  does  not  apply, 
be  allowed  as  a  deduction  ratably  over  the 
lO-taxable  year  period  beginning  with  the 
taxable  year  in  which  such  expenditures 
were  paid  or  incurred  " 

(C)  Conforming  amendments.— 

(i)  Subsection  (a)  of  section  616  is  amend- 
ed by  striking  out  "subsection  (b)"  and  in- 
serting in  lieu  thereof  "subsections  (b)  and 
(d)". 
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payer,  be  in- 
purposes  of 
leduction  al- 
-mined  with- 


to  costs  paid 
unproductive 


EXPLORATION 


3N  Develop- 
iitures  paid 
ievelopmenl 
posit  (other 
cell)  located 

I   shall   not 


ON  EXPENDl- 

^s.— Section 
amended  to 

f/  EXPLORA- 

itures  paid 
nt  stage  for 
tistence,  lo- 
<  deposit  of 
an  oil,  gas, 
lutside    the 


Hi)  Subparagraph  (B)  of  section  291(bJ(lJ 
is  amended  by  striking  out  "6 J 7"  and  insert- 
ing in  lieu  thereof  "617(a)". 

(Hi)  Paragraph  (10)  of  section  381(c)  is 
amended  by  striking  out  the  last  sentence 
thereof. 

(iv)  Subparagraph  (C)  of  section  243(b)(3) 
is  amended— 

(I)  by  adding  "and"  at  the  end  of  clau.se 
(i). 

(II)  by  striking  out  clause  (ii),  and 

(III)  by  redesignating  clause  (Hi)  as  clause 
(ii). 

(c)  Effective  Date.— 

(1)  In  OENERAL.—The  amendments  made  by 
this  section  shall  apply  to  costs  paid  or  in- 
curred after  December  31,  1986,  in  taxable 
years  ending  after  such  date. 

(2)  Transition  rule.— The  amendments 
made  by  this  section  shall  not  apply  with  re- 
spect to  intangible  drilling  and  development 
costs  incurred  by  United  States  companies 
pursuant  to  a  minority  interest  in  a  license 
for  Netherlands  or  United  Kingdom  North 
Sea  development  if  such  interest  was  ac- 
quired on  or  before  December  31,  1985. 

SEC.   412.   MODIFICATION  OF  PERCENTAGE  DEPLE- 
TION RULES. 

(a)  Percentage  Depletion  Not  Allowed 
For  Lease  Bonuses,  Etc.— 

(1)  In  general.— Subsection  (d)  of  section 
613A  (relating  to  limitations  on  application 
of  subsection  (c))  is  amended  by  adding  at 
the  end  thereof  the  following  new  paragraph: 

"(5)  Percentage  depletion  not  allowed 
FOR  LEASE  BONUSES,  ETC.— In  the  case  of  any 
oil  or  gas  property  to  which  subsection  (c) 
applies,  for  purposes  of  section  613,  the  term 
'gross  income  from  the  property'  shall  not 
include  any  lease  bonus,  advance  royalty,  or 
other  amount  payable  without  regard  to  pro- 
duction from  property. " 

(2)  Geothermal  deposits.— Section  613(e) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(4)  Percentage  depletion  not  to  include 
lease  bonuses,  etc.— In  the  case  of  any  geo- 
thermal deposit,  the  term  'gross  income  from 
the  property'  shall,  for  purposes  of  this  sec- 
tion, not  include  any  amount  described  in 
section  613A(d)(5)." 

(3)  Effective  date.— The  amendment  made 
by  this  subsection  shall  apply  to  amounts  re- 
ceived or  accrued  after  August  16,  1986,  in 
taxable  years  ending  after  such  date. 

(b)  Treatment  Under  Section  291  of  Coal 
AND  Iron  Ore.— 

ID  In  general.— Paragraph  (2)  of  section 
291(a)  (relating  to  reductions  in  percentage 
depletion)  is  amended  by  striking  out  "IS 
percent"  and  inserting  in  lieu  thereof  "20 
percent". 

(2)  Effective  date.— The  amendment  made 
by  paragraph  (1)  shall  apply  to  taxable  years 
beginning  after  December  31,  1986. 

SEC.  413.  GAIN  FROM  DISPOSITION  OF  INTERESTS  IN 
OIL.  GAS.  geothermal,  OR  OTHER 
MINERAL  PROPERTIES 

(a)  General  Rule.— Section  12S4  is 
amended  to  read  as  follows: 

-SEC.  IZS4.  GAIN  FROM  DISPOSITION  OF  INTEREST  IN 
OIL,  GAS  GEOTHERMAL  OR  OTHER 
MINERAL  PROPERTIES 

"(a)  General  Rule.— 

"(1)  Ordinary  income.— If  any  section  1254 
property  is  disposed  of,  the  lesser  of— 

"(A)  the  aggregate  amount  of— 

"(i)  expenditures  which  have  been  deduct- 
ed by  the  taxpayer  or  any  person  under  sec- 
tion 263,  616.  or  617  with  respect  to  such 
property  and  which,  but  for  such  deduction, 
would  have  been  included  in  the  adjusted 
basis  of  such  property,  and 


"(ii)  the  deductions  for  depletion  under 
section  611  which  reduced  the  adjusted  basis 
of  such  property,  or 
"(B)  the  excess  of— 
"(i)  in  the  case  of— 

"(I)  a  sale,  exchange,  or  involuntary  con- 
version, the  amount  realized,  or 

"(II)  in  the  case  of  any  other  disposition, 
the  fair  market  value  of  such  property,  over 

"(ii)  the  adjusted  basis  of  such  property, 
shall  be  treated  as  gain  which  is  ordinary 
income.  Sitch  gain  shall  be  recognized  not- 
unthstanding  any  other  provision  of  this 
subtitle. 

"(2)  Disposition  of  portion  of  property.- 
For  purposes  of  paragraph  (D— 

"(A)  In  the  case  of  the  disposition  of  a  por- 
tion of  section  1254  property  (other  than  an 
undivided  interest),  the  entire  amount  of  the 
aggregate  expenditures  or  deductions  de- 
scribed in  paragraph  (1)(A)  with  respect  to 
such  property  shall  be  treated  as  allocable  to 
such  portion  to  the  extent  of  the  amount  of 
the  gain  to  which  paragraph  (1)  applies. 

"(B)  In  the  case  of  the  disposition  of  an 
undivided  interest  in  a  section  1254  proper- 
ty (or  a  portion  thereof),  a  proportionate 
part  of  the  expenditures  or  deductions  de- 
scribed in  paragraph  (1)(A)  vnth  respect  to 
such  property  shall  be  treated  as  allocable  to 
such  undivided  interest  to  the  extent  of  the 
amount  of  the  gain  to  which  paragraph  (1) 
applies. 

This  paragraph  shall  not  apply  to  any  ex- 
penditures to  the  extent  the  taxpayer  estab- 
lishes to  the  satisfaction  of  the  Secretary 
that  such  expenditures  do  not  relate  to  the 
portion  (or  interest  therein)  disposed  of 

"(3)  Section  12S4  property.— The  term  'sec- 
tion 1254  property'  means  any  property 
(within  the  meaning  of  section  614)  if— 

"(A)  any  expenditures  described  in  para- 
graph (1)(A)  are  properly  chargeable  to  such 
property,  or 

"(B)  the  adjusted  basis  of  such  property 
includes  adjustments  for  deductions  for  de- 
pletion under  section  611. 

"(b)  Special  Rules  Under  Regulations.— 
Under  regulations  prescribed  by  the  Secre- 
tary— 

"(1)  rules  similar  to  the  rule  of  subsection 
(g)  of  section  617  and  to  the  rules  of  subsec- 
tions (b)  and  (c)  of  section  1245  shall  be  ap- 
plied for  purposes  of  this  section;  and 

"(2)  in  the  case  of  the  sale  or  exchange  of 
stock  in  an  S  corporation,  rules  similar  to 
the  rules  of  section  751  shall  be  applied  to 
that  portion  of  the  excess  of  the  amount  re- 
alized over  the  adjusted  basis  of  the  stock 
which  is  attributable  to  expenditures  re- 
ferred to  in  subsection  (a)(1)(A)  of  this  sec- 
tiorL  " 

(b)  Coordination  Wrm  Section  617(d).— 
Subsection  (d)  of  section  617  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(5)  Coordination  with  section  i2S4.—This 
subsection  shall  not  apply  to  any  disposi- 
tion to  which  section  1254  applies. " 

(c)  Effective  Dates.— 

(1)  In  general.— The  amendments  made  by 
this  section  shall  apply  to  any  disposition  of 
property  which  is  placed  in  service  by  the 
taxpayer  after  December  31,  1986. 

(2)  Exception  for  binding  contracts.— 
The  amendments  made  by  this  section  shall 
not  apply  to  any  disposition  of  property 
placed  in  service  after  December  31,  1986.  if 
such  property  was  acquired  pursuant  to  a 
written  contract  which  was  entered  into 
before  September  26,  1985,  and  which  was 
binding  at  all  times  thereafter. 
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SBC  42L  EXTENSION  OF  ENERGY  INVESTMENT 
CREDIT  FOR  SOLAR.  GEOTHERMAL 
OCEAN  THERMAL  AND  BIOMASS  PROP- 
ERTY. 

(a)  In  General.— The  table  contained  in 
subparagraph  (A)  of  section  46(b)(2)  (relat- 
ing to  energy  percentage)  is  amended  by 
adding  at  the  end  thereof  the  foUouHng  new 
items: 

"tviiV  Solar  enekoy  froperty.— Property  described 
in  uction  4i(ll(il  (other  than  wind  energy 
property): 

A.  IS  Jan.  1,  19S6  Dec.  31,  19S6. 
percent 

B.  12  Jan.  1.  19S7  Dec.  31.  1987. 
percent 

C.  10  Jan.  1,  19ii  Dec.  31.  19SS. 
percent 

"(ixl  Geothermal  property.— Property  described  in 
section  4%(l>(3)(AI(vxii): 

A.  IS  Jan.  1.  1986  Dec.  31.  1986. 
percent. 

B.  10  Jan.  1.  1987  Dec  31.  1988. 
percent 

"ID  Ocean  thermal  property. 
in  section  48<ll(3)<AI(ixl: 
IS  percent Jan  1,  1986 

"(Ti)  BioMASS  property.— Property  described  in 
section  48(l)ilS): 
A.  IS  Jan.  1.  1986  Dec.  31,  1986. 

percent 
BIO  Jan.  1.  1987  Dec.  31.  1987." 

percent 

(b)  Treatment  of  Certain  Transitional 
Rule  Property.— Paragraph  (2)  of  section 
46(b)  is  amended  by  adding  at  the  end  there- 
of the  following  new  subparagraph: 

"(E)  Certain  rules  made  appucable.— 
Rules  similar  to  the  rules  of  subsections  (c) 
and  (d)  of  section  49  shall  apply  to  any 
credit  allowable  by  reason  of  subparagraph 
(C)or(D)." 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  periods 
beginning  after  December  31.  1985,  under 
rules  similar  to  rules  under  section  48(m)  of 
the  Internal  Revenue  Code  of  1986. 

SEC  422.  PROVISIONS  RELATING  TO  EXCISE  TAX  ON 
FVEL& 

(a)  Reduction  in  Excise  Tax  Exemption 

FOR       QUAUFIED      METHANOL      AND      ETHANOL 

Fuels.— 

■  (1)  In  general.— Subparagraph  (A)  of  sec- 
tion 4041(b)(2)  (relating  to  exemption  for 
qualified  ethanol  and  methanol  fuels)  is 
amended  to  read  as  follows: 

"(A)  In  general.— In  the  case  of  any  quali- 
fied methanol  or  ethanol  fuel,  subsection 
(a)(2)  shall  be  applied  by  substituting  '3 
cents' for  '9  cents'.". 

(2)  Conforming  amendment.— The  heading 
for  section  4041(b)  is  amended  by  striking 
out  "Exemption"  the  second  place  it  appears 
and  inserting  in  lieu  thereof  "Reduction  in 
Tax". 

(3)  Effective  date.— The  amendments 
made  by  this  subsection  shall  take  effect  on 
January  1,  1987. 

(b)  Extension  of  Reduction  in  Tax  for 
Fuel  Used  by  Taxicabs.— Paragraph  (3)  of 
section  6427(e)  (relating  to  Urmination)  is 
amended  by  striking  out  "September  30, 
1985"  and  inserting  in  lieu  thereof  "Septem- 
ber 30,  1988". 

SEC  421  ETHYL  ALCOHOL  AND  MIXTVRES  TBEREOF 
FOR  FVBL  USE. 

(a)  In  General— Except  as  provided  in 
subsection  (b),  no  ethyl  alcohol  or  a  mixture 
thereof  may  be  considered— 
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ll>  for  purposes  of  general  headnote  3ia) 
of  the  Tariff  Schedules  of  the  United  States. 
tobe- 

<A)  the  growth  or  product  of  an  insular 
possession  of  the  United  States. 

IB)  manufactured  or  produced  in  an  insu- 
lar possession  from  materials  which  arj  the 
growth,  product,  or  manvjacture  of  any 
such  possession,  or 

(C)  otherwise  eligible  for  exemption  from 
duty  under  such  headnote  as  the  growth  or 
product  of  an  insular  possession;  or 

<Z)  for  purposes  u/  section  213  of  the  Car- 
ibbean Basin  Economic  Recovery  Act  to 
be— 

(A)  an  article  that  is  wholly  the  growth, 
product,  or  manufacture  of  a  beneficiary 
country. 

IB)  a  new  or  different  article  of  commerce 
which  has  been  grown,  produced,  or  manu- 
factured in  a  beneficiary  country. 

IC)  a  material  produced  in  a  beneficiary 
country,  or 

ID)  otherwise  eligible  for  duty-free  treat- 
ment under  such  Act  as  the  growth,  product, 
or  manufacture  of  a  beneficiary  country; 
unless  the  ethyl  alcohol  or  mixture  thereof  is 
an  indigenous  product  of  that  insular  pos- 
session or  beneficiary  country. 

lb)  Exception.— 

ID  Subject  to  the  limitation  in  paragraph 
12).  subsection  la)  shall  not  apply  to  ethyl 
alcohol  that  is  imported  into  the  United 
States  during  calendar  years  1987  and  1988 
and  produced  in— 

lA)  an  aaeotropic  distillation  facility  lo- 
cated in  an  insular  possession  of  the  United 
States  or  a  beneficiary  country,  if  that  facil- 
ity was  established  before,  and  in  operation 
on.  January  1.  1986.  or 

IB)  an  azeotropic  distillation  facility— 

H)  at  least  50  percent  of  the  total  value  of 
the  equipment  and  components  of  which 
were— 

ID  produced  in  the  United  States,  and 

III)  owned  by  a  corporation  at  least  50 
percent  of  the  total  value  of  the  outstanding 
shares  of  stock  of  which  were  owned  by  a 
United  States  person  lor  persons)  on  or 
before  January  1,  1986,  and 

Hi)  substantially  all  of  the  equipment  and 
components  of  which  were,  on  or  before  Jan- 
uary 1.  1986— 

ID  located  in  the  United  States  under  the 
possession  or  control  of  such  corporation. 

HI)  ready  for  shipment  to,  and  installa- 
tion in.  a  beneficiary  country,  and 

liii)  which— 

ID  has  on  the  date  of  enactment  of  this 
Act,  or 

HI)  wiU  have  at  the  time  such  facility  is 
placed  in  service  ibased  on  estimates  made 
before  the  date  of  enactment  of  this  Act). 
a  stated  capacity  to  produce  not  more  than 
42,000,000  gallons  of  such  product  per  year 

12)  The  exception  provided  under  para- 
araph  ID  shall  cease  to  apply  during  each  of 
calendar  years  1987  and  1988  to  ethyl  alco- 
hol produced  in  a  facility  described  in  sub- 
paragraph lA)  or  IB)  of  paragraph  ID  after 
20.000.000  gallons  of  ethyl  alcohol  produced 
in  that  facility  are  enUred  into  the  United 
States  during  that  year. 

Ic)  DEnNmoNs.—For  purposes  of  this  sec- 
tion- 
ID  The  term  "ethyl  alcohol  or  a  mixture 
thereof  means  lexcept  for  purposes  of  sub- 
section le))  ethyl  alcohol  or  any  mixture 
thereof  described  in  item  901.50  of  the  Ap- 
pendix to  the  Tariff  Schedules  of  the  United 
States. 

12)  Ethyl  alcohol  or  a  mixture  thereof  may 
be  treated  as  being  an  indigenous  product  of 
an  insular  possession  or  beneficiary  country 
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only  if  the  ethyl  alcohol  or  a  mixture  there- 
of- 

lA)  has  been  both  dehydrated  and  pro- 
duced by  a  process  of  full-scale  fermentation 
within  that  insular  possession  or  benefici- 
ary country;  or 

IB)  has  been  dehydrated  within  that  insu- 
lar possession  or  beneficiary  country  from 
hydrous  ethyl  alcohol  that  includes  hydrovs 
ethyl  alcohol  which  is  wholly  the  product  or 
manufacture  of  any  insular  possession  or 
beneficiary  country  and  which  has  a  value 
not  less  than— 

li)  30  percent  of  the  value  of  the  ethyl  alco- 
hol or  mixture,  if  entered  during  calendar 
year  1987,  except  that  this  clause  shall  not 
apply  to  any  ethyl  alcohol  or  mixture  which 
has  been  dehydrated  in  the  United  States 
Virgin  Islands  by  a  facility  with  respect  to 
which— 

ID  the  owner  has  entered  into  a  binding 
contract  for  the  engineering  and  design  of 
full-scale  fermentation  capacity,  and 

III)  authorization  for  operation  of  a  full- 
scale  fermentation  facility  has  been  granted 
by  the  Island  authorities  before  May  1.  1986. 

Hi)  60  percent  of  the  value  of  the  ethyl  al- 
cohol or  mixture,  if  entered  during  calendar 
year  1988.  and 

liii)  75  percent  of  the  value  of  the  ethyl  al- 
cohol or  mixture,  if  entered  after  December 
31.  1988. 

13)  The  term  "beneficiary  country"  has  the 
meaning  given  to  such  term  under  section 
212  of  the  Caribbean  Basin  Economic  Re- 
covery Act  119  U.S.C.  2702). 

14)  The  term  "United  States  person"  has 
the  meaning  given  to  such  term  by  section 
7701la)i3)  of  the  Internal  Revenue  Code  of 
1986. 

15)  The  term  "entered"  means  entered,  or 
withdrawn  from  warehouse,  for  consump- 
tion in  the  customs  territory  of  the  United 
States. 

Id)  Amendment  to  Appendix  to  Sched- 
VLES.—The  item  designation  for  item  901.50 
of  the  Appendix  to  the  Tariff  Schedules  of 
the  United  States  is  amended  to  read  as  fol- 
lows: "Ethyl  alcohol  Iprovided  for  in  item 
427.88,  part  2D,  schedule  4)  or  any  mixture 
containing  such  ethyl  alcohol  iprovided  for 
in  part  1.  2  or  10.  schedule  4)  if  such  ethyl 
alcohol  or  mixture  is  to  be  used  as  fuel  or  in 
producing  a  mixture  of  gasoline  and  alco- 
hol, a  mixture  of  a  special  fuel  and  alcohol, 
or  any  other  mixture  to  be  used  as  fuel  lin- 
cluding  motor  fuel  provided  for  in  item 
475.25),  or  is  suitable  for  any  such  uses.  " 

le)  Drawbacks.— 

ID  For  purposes  of  subsections  lb)  and 
Ij)l2)  of  section  313  of  the  Tariff  Act  of  1930 
119  U.S.C.  1313),  as  amended  by  section 
188812)  of  this  Act.  any  ethyl  alcohol  Ipro- 
vided for  in  item  427.88  of  the  Tariff  Sched- 
ules of  the  United  States)  or  mixture  con- 
taining such  ethyl  alcohol  Iprovided  for  in 
part  1,  2,  or  10  of  schedule  4  of  such  Sched- 
ules) which  is  subject  to  the  additional  duty 
imposed  by  item  901.50  of  the  Appendix  to 
such  Schedules  may  be  treated  as  being  fun- 
gible with,  or  of  being  of  the  same  kind  and 
quality  as,  any  other  imported  ethyl  alcohol 
Iprovided  for  in  item  427.88  of  such  Sched- 
ules) or  mixture  containing  such  ethyl  alco- 
hol Iprovided  for  in  part  1,  2,  or  10  of  sched- 
ule 4  of  such  Schedules)  only  if  such  other 
imported  ethyl  alcohol  or  mixture  thereof  is 
also  subject  to  such  additional  duty. 

12)  Paragraph  ID  shall  not  apply  unth  re- 
spect to  ethyl  alcohol  Iprovided  for  in  item 
427.88  of  the  Tariff  Schedules  of  the  UniUd 
States)  or  mixture  containing  such  ethly  al- 
cohol {provided  for  in  part  1,  2.  or  10  of 
schedule  4  of  such  Schedules)  that  is  exempt 
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from  the  additional  duty  imposed  by  item 
901.50  of  the  Appendix  to  such  Schedules  by 
reason  of— 

I  A)  subsection  lb),  or 

IB)  any  agreement  entered  into  under  sec- 
tion 102  lb)  of  the  Trade  Act  of  1974. 

If  I  Conforming  Amendments.— 

ID  General  headnote  3la)li)  of  the  Tariff 
Schedules  of  the  United  States  is  amended 
by  inserting  "and  except  as  provided  in  sec- 
tion 423  of  the  Tax  Reform  Act  of  1986," 
after  "part  7  of  schedule  7,  ". 

12)  Section  213la)ll)  of  the  Caribbean 
Basin  Economic  Recovery  Act  119  U.S.C. 
2703ia)iD)  is  amended  by  inserting  "and 
subject  to  section  423  of  the  Tax  Reform  Act 
of  1986."  after  "Unless  otherwise  excluded 
from  eligibility  by  this  title. ". 

13)  The  headnotes  to  subpart  A  of  part  1  of 
the  Appendix  to  the  Tariff  Schedules  of  the 
United  States  are  amended  by  adding  at  the 
end  thereof  the  following; 

"2.  For  purposes  of  item  901.50.  the  phrase 
'is  suitable  for  any  such  uses'  does  not  in- 
clude ethyl  alcohol  Iprovided  for  in  item 
427.88,  part  2D,  schedule  4)  that  is  certified 
by  the  importer  of  record  to  the  satisfaction 
of  the  Commissioner  of  Customs  Iherein- 
after  in  this  headnote  referred  to  as  the 
'Commissioner')  to  be  ethyl  alcohol  or  a  mix- 
ture containing  such  ethyl  alcohol  imported 
for  uses  other  than  liquid  motor  fuel  use  or 
use  in  producing  liquid  motor  fuel  related 
mixtures.  If  the  importer  of  record  certifies 
nonliquid  motor  fuel  use  for  purposes  of  es- 
tablishing actual  use  or  suitability  under 
item  901.50.  the  Commissioner  shall  not  liq- 
uidate the  entry  of  ethyl  alcohol  until  he  is 
satisfied  that  the  ethyl  alcohol  has  in  fact 
not  been  used  for  liquid  motor  fuel  use  or 
use  in  producing  liquid  motor  fuel  related 
mixtures.  If  he  is  not  satisfied  within  a  rea- 
sonable period  of  time  not  less  than  18 
months  from  the  date  of  entry,  then  the 
duties  provided  for  in  item  901.50  shall  be 
payable  retroactive  to  the  date  of  entry. 
Such  duties  shall  also  become  payable,  retro- 
active to  the  date  of  entry,  immediately 
upon  the  diversion  to  liquid  motor  fuel  use 
of  any  ethyl  alcohol  or  ethyl  alcohol  mixture 
certified  upon  entry  as  having  been  import- 
ed for  non-liquid  motor  fuel  use.  " 

ig)  Effective  Period.— 

ID  The  provisions  of.  and  the  amendments 
made  by,  this  section  lother  than  subsection 
le))  shall  apply  to  articles  entered— 

I  A)  after  December  31,  1986,  and 

IB)  before  the  expiration  of  the  effective 
period  of  item  901.50  of  the  Appendix  to  the 
Tariff  Schedules  of  the  United  States. 

12)  The  provisions  of  subsection  le)  shall 
take  effect  on  the  date  of  the  enactment  of 
this  Act 

TITLE  V-TAX  SHELTER  LIMITATIONS; 

INTEREST  LIMIT  A  TIONS 

Subtitle  A— Limitations  On  Tax  SMtert 

SEC.    S»l.    LIMITATIONS   ON  LOSSES  AND   CREDITS 
FROM  PASSIVE  ACTIVITIES 

la)  General  RVLE.—Subpart  C  of  part  II  of 
subchapter  E  of  chapter  1  Irelating  to  tax- 
able year  for  which  deductions  taken)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  section: 

SEC  4$S.  PASSIVE  ACTIVITY  LOSSES  AND  CREDITS 
LIMITED. 

"la)  Disallowance.— 

"ID  In  aENERAL.—lf  for  any  taxable  year 
the  taxpayer  is  described  in  paragraph  12), 
neither— 

"I A)  the  passive  activity  loss,  nor 

"IB)  the  passive  activity  credit, 
for  the  taxable  year  shall  be  allowed. 
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agraph  (2>, 


"(2)    Persons   described.— The  following 
are  described  in  this  paragraph: 
"(Al  any  individual,  estate,  or  trust. 
"(B)  any  closely  held  C  corporation,  and 
"(C)  any  personal  service  corporation. 
"(b)  Disallowed  Loss  or  Credit  Carried 
TO  Next  Year.— Except  as  otherwise  provid- 
ed in  this  section,  any  loss  or  credit  from  an 
activity  which  is  disallowed  under  subsec- 
tion (a)  shall  be  treated  as  a  deduction  or 
credit  allocable  to  such  activity  in  the  next 
taxable  year. 

"(c)  Passive  Activity  Defined.— For  pur- 
poses of  this  section— 

"(1)  In  general.— The  term  'passive  activi- 
ty' means  any  activity— 

"(A)  which  involves  the  conduct  of  any 
trade  or  business,  and 

"(B)  in  which  the  taxpayer  does  not  mate- 
rially participate. 

"(2)  Passive  activity  includes  any  rental 
ACTiviTV.—The  term,  'passive  activity'  in- 
cludes any  rental  activity. 

"(3)  Working  interests  in  oil  and  gas 
property.— 

"(A)  In  general.— The  term  'passive  activi- 
ty' shall  not  include  any  working  interest  in 
any  oil  or  gas  property  which  the  taxpayer 
holds  directly  or  through  an  entity  which 
does  not  limit  the  liability  of  the  taxpayer 
with  respect  to  such  interest. 

"(B)  Income  in  subsequent  years.— If  any 
taxpayer  has  any  loss  for  any  taxable  year 
from  a  working  interest  in  any  oil  or  gas 
property  which  is  treated  as  a  loss  which  is 
not  from  a  passive  activity,  then  any  net 
income  from  such  property  (or  any  property 
the  basis  of  which  is  determined  in  whole  or 
in  part  by  reference  to  the  basts  of  such 
property)  for  any  succeeding  taxable  year 
shall  be  treated  as  income  of  the  taxpayer 
which  is  not  from  a  passii^e  activity. 

"(4)  Material  participation  not  required 
FOR  PARAGRAPHS  (2>  AND  ( 3 1.— Paragraphs  (2) 
and  (3)  shall  be  applied  without  regard  to 
whether  or  not  the  taxpayer  materially  par- 
ticipates in  the  activity. 

"(5)  Trade  or  business  includes  research 
AND  experimentation  ACTIVITY.— For  purposes 
of  paragraph  (IXA),  the  term  'trade  or  busi- 
ness' includes  any  activity  involving  re- 
search or  experimentation  (within  the 
meaning  of  section  174). 

"(6)  Activity  in  connection  with  trade  or 
business  or  production  of  income.— To  the 
extent  provided  in  regulations,  for  purposes 
of  paragraph  (IK A),  the  term  'trade  or  busi- 
ness' includes— 

"(A)  any  activity  in  connection  with  a 
trade  or  business,  or 

"(B)  any  activity  with  respect  to  which  ex- 
penses are  allowable  as  a  deduction  under 
section  212. 

"(d)  Passive  Activity  Loss  and  Credit  De- 
fined.—For  purposes  of  this  section- 

"(1)  Passive  activity  loss.— The  term  'pas- 
sive activity  loss'  jneans  the  amount  (if  any) 
by  which— 

"(A)  the  aggregate  losses  from  all  passive 
activities  for  the  taxable  year,  exceed 

"(B)  the  aggregate  income  from  all  passive 
activities  for  such  year. 

"(2)  Passive  activity  credit.— The  term 
'passive  activity  credit'  means  the  amount 
(if  any)  by  which— 

"(A)  the  sum  of  the  credits  from  all  passive 
activities  allowable  for  the  taxable  year 
under— 

"(i)  subpart  D  of  part  IV  of  subchapter  A, 
or 

"(ii)  subpart  B  (other  than  section  27(a)) 
of  such  part  IV,  exceeds 

"(B)  the  regular  tax  liability  of  the  taxpay 
er  for  the  taxable  year  allocable  to  all  pas- 
sive activities. 


"(e)  Special  Rules  for  Determining 
Income  or  Loss  From  a  Passive  Activity.— 
For  purposes  of  this  section— 

"(1)  Certain  income  not  treated  as  income 
from  passive  AcnviTV.—In  determining  the 
income  or  loss  from  any  activity— 

"(A)  In  GENERAL.-There  shall  not  be  taken 
into  account— 

"(i)  any— 

"(I)  gross  income  from  interest,  dividends, 
annuities,  or  royalties  not  derived  in  the  or- 
dinary course  of  a  trade  or  business, 

"(II)  expenses  (other  than  interest)  which 
are  clearly  and  diiectly  allocable  to  such 
gross  income,  and 

"(III)  interest  expense  properly  allocable 
to  such  gross  income,  and 

"(ii)  gain  or  loss  attributable  to  the  dispo- 
sition of  property— 

"(I)  producing  income  of  a  type  described 
in  clause  (i),  or 

"(II)  held  for  investment 
For  purposes  of  clause  (ii),  any  interest  in  a 
passive  activity  shall  not  t>e  treated  as  prop- 
erty held  for  investment 

"(B)  Return  on  working  capital.— For 
purposes  of  subparagraph  (A),  any  income, 
gain,  or  loss  which  is  attributable  to  an  in- 
vestment of  working  capital  shall  be  treated 
as  not  derived  in  the  ordinary  course  of  a 
trade  or  business. 

"(2)  Passive  losses  of  certain  closely 
held     corporations     may     offset    active 

INCOME.— 

"(A)  In  GENERAL.— If  a  closely  held  C  corpo- 
ration (other  than  a  personal  service  corpo- 
ration) has  net  active  income  for  any  tax- 
able year,  the  passive  activity  loss  of  such 
taxpayer  for  such  taxable  year  (determined 
without  regard  to  this  paragraph)— 

"(i>  shall  be  allowable  as  a  deduction 
against  net  active  income,  and 

"(ii)  shall  not  be  taken  into  account  under 
subsection  (a)  to  the  extent  so  allowable  as  a 
deduction. 

A  similar  rule  shall  apply  in  the  case  of  any 
passive  activity  credit  of  the  taxpayer. 

"(B)  Net  active  income.— For  purposes  of 
this  paragraph,  the  term  'net  active  income' 
means  the  taxable  income  of  the  taxpayer 
for  the  taxable  year  determined  without 
regard  to— 

"(i)  any  income  or  loss  from  a  passive  ac- 
tivity, and 

"(ii)  any  item  of  gross  income,  expense, 
gain,  or  loss  described  in  paragraph  (IXA). 

"(3)  Compensation  for  personal  serv- 
ices.—Earned  income  (within  the  meaning 
of  section  911(d)(2)(A))  shall  not  be  taken 
into  account  in  computing  the  income  or 
loss  from  a  passive  activity  for  any  taxable 
year. 

"(4)  Dividends  reduced  by  dividends  re- 
ceived DEDUCTION.— For  purposes  of  para- 
graphs (1)  and  (2),  income  from  dividends 
shall  be  reduced  by  the  amount  of  any  divi- 
dends received  deduction  under  section  243, 
244,  or  245. 

"(f)  Treatment  of  Former  Passive  Activi- 
ties.—For  purposes  of  this  section— 

"(1)  In  general.— If  an  activity  is  a  former 
passive  activity  for  any  taxable  year— 

"(A)  any  unused  deduction  allocable  to 
such  activity  under  subsection  (b)  shall  be 
offset  against  the  income  from  such  activity 
for  the  taxable  year, 

"(B)  any  unused  credit  allocable  to  such 
activity  under  subsection  (b)  shall  be  offset 
against  the  regular  tax  liability  (computed 
after  the  application  of  paragraph  (1))  allo- 
cable to  such  activity  for  the  taxable  year, 
and 

"(C)  any  such  deduction  or  credit  remain- 
ing after  the  application  of  subparagraphs 


(A)  and  (B>  shall  continue  to  be  treated  as 
arising  from  a  passive  activity. 

"(2)  Change  in  status  of  closely  held  c 
corporation  or  personal  service  corpora- 
tion.—If  a  taxpayer  ceases  for  any  taxable 
year  to  be  a  closely  held  C  corporation  or 
personal  service  corporation,  this  section 
shall  continue  to  apply  to  losses  and  credits 
to  which  this  section  applied  for  any  preced- 
ing taxable  year  in  the  same  manner  as  if 
such  taxpayer  continued  to  be  a  closely  held 
C  corporation  or  personal  service  corpora- 
tion, whichever  is  applicable. 

"(3)  Former  passive  activity.— The  term 
'former  passive  activity'  means  any  activity 
which,  with  respect  to  the  taxpayer— 

"(A)  is  not  a  passive  activity  for  the  tax- 
able year,  but 

"(B)  was  a  passive  activity  for  any  prior 
taxable  year. 

"(g)  Dispositions  of  Entire  Interest  in 
Passive  Activity.— If  during  the  taxable  year 
a  taxpayer  disposes  of  his  entire  interest  in 
any  passive  activity  (or  former  passive  ac- 
tivity), the  following  rules  shall  apply: 

"(1)  Fully  taxable  transaction.— 

"(Al  In  general.— If  all  gain  or  loss  real- 
ized on  such  disposition  is  recognized,  any 
loss  from  such  activity  which  has  not  previ- 
ously been  allowed  as  a  deduction  (and  in 
the  case  of  a  passive  activity  for  the  taxable 
year,  any  loss  realized  on  such  disposition) 
shall  not  be  treated  as  a  passive  activity  loss 
and  shall  be  allowable  as  a  deduction 
against  income  in  the  following  order: 

"(il  Income  or  gain  from  the  passive  activ- 
ity for  the  taxable  year  (including  any  gain 
recognized  on  the  disposition). 

"(ii)  Net  income  or  gain  for  the  taxable 
year  from  all  passive  activities. 

"(Hi)  Any  other  income  or  gain. 

"(B)  Subparagraph  'A'  not  to  apply  to  dis- 
position   INVOLVING    related    PARTY.— If    the 

taxpayer  and  the  person  acguiring  the  inter- 
est near  a  relationship  to  each  other  de- 
scribed in  section  267(b)  or  section 
707(b)(li.  then  subparagraph  (A)  shall  not 
apply  to  any  loss  of  the  taxpayer  until  the 
taxable  year  in  which  such  interest  is  ac- 
quired (in  a  transaction  described  in  sub- 
paragraph (All  by  another  person  who  does 
not  bear  such  a  relationship  to  the  taxpayer. 

"(C)  Coordination  with  section  1211.— In 
the  case  of  any  loss  realized  on  the  disposi- 
tion of  an  interest  in  a  passive  activity,  sec- 
tion 1211  shall  be  applied  before  subpara- 
graph (A)  is  applied. 

"(2i  Disposition  by  death.— If  an  interest 
in  the  activity  is  transferred  by  reason  of  the 
death  of  the  taxpayer— 

■■(Al  paragraph  (1)  shall  apply  to  such 
losses  to  the  extent  such  losses  are  greater 
than  the  excess  (if  any)  of— 

■'(I)  the  basis  of  such  property  in  the  hands 
of  the  transferee,  over 

"(ill  the  adjusted  basis  of  such  property 
immediately  before  the  death  of  the  taxpay- 
er, and 

"(B)  any  losses  to  the  extent  of  the  excess 
described  in  subparagraph  (A)  shall  not  be 
allowed  as  a  deduction  for  any  taxable  year. 

"(31  Installment  sale  of  entire  interest.— 
In  the  case  of  an  installment  sale  of  an 
entire  interest  in  an  activity  to  which  sec- 
tion 453  applies,  paragraph  (1)  shall  apply 
to  the  portion  of  such  losses  for  each  taxable 
year  which  bears  the  same  ratio  to  all  such 
losses  as  the  gain  recognized  on  such  sale 
during  such  taxable  year  bears  to  the  gross 
profit  from  such  sale  realized  (or  to  be  real- 
ized) when  payment  is  completed. 

"(h)  Material  Participation  Defined.— For 
purposes  of  this  section— 
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"(1)  In  general.— a  taxpayer  shall  be  treat- 
ed as  materially  participating  in  an  activity 
only  if  the  taxpayer  is  involved  in  the  oper- 
ations of  the  activity  on  a  basis  which  is— 

"(A)  regular. 

"(Bl  conlinuoiis.  and 

"(Cf  substantial. 

"(21  Interests  in  limited  partnerships.— 
Except  as  provided  in  regulations,  no  inter- 
est in  a  limited  partnership  as  a  limited 
partner  shall  be  treated  as  an  interest  with 
respect  to  which  a  taxpayer  materially  par- 
ticipates. 

"<3t  Treatment  or  certain  retired  individ- 
uals AND  SURVIVING  SPOUSES.— A  taxpayer 
shall  be  treated  as  materially  participating 
in  any  farming  activity  for  a  taxable  year  if 
paragraph  14/  or  (S)  of  section  2032AfbJ 
would  cause  the  requirements  of  section 
2032A(b)il)(C)iii)  to  be  met  with  respect  to 
real  property  used  in  such  activity  if  such 
taxpayer  had  died  during  the  taxable  year. 

"(4)  Certain  closely  held  c  corporations 
and  personal  service  corporations.— a 
closely  held  C  corporation  or  personal  serv- 
ice corporation  shall  be  treated  as  material- 
ly participating  in  an  activity  if— 

"<A>  1  or  more  shareholders  holding  stock 
representing  more  than  50  percent  iby 
value)  of  the  outstanding  stock  of  such  cor- 
poration materially  participate  m  such  ac- 
tivity, or 

"(Bl  in  the  case  of  a  closely  held  C  corpo- 
ration (other  than  a  personal  service  corpo- 
ration), the  requirements  of  section 
465lcl(7)(C)  (without  regard  to  clause  (iv)) 
are  met  with  respect  to  such  activity. 

"(5)  Participation  by  spouse.— In  deter- 
mining whether  a  taxpayer  materially  par- 
ticipates, the  participation  of  the  spouse  of 
the  taxpayer  shall  be  taken  into  account. 

"(i)  $25,000  Offset  for  Rental  Real 
Estate  Activities.— 

"(II  In  general.— In  the  case  of  any  natu- 
ral person,  subsection  (a)  shall  not  apply  to 
that  portion  of  the  passive  activity  loss  or 
the  deduction  equivalent  (within  the  mean- 
ing of  subsection  (jl(5))  of  the  passive  activi- 
ty credit  for  any  taxable  year  which  is  at- 
tributable to  all  rental  real  estate  activities 
with  respect  to  which  such  individual  ac- 
tively participated  in  the  taxable  year  in 
which  such  portion  of  such  loss  or  credit 
arose. 

"(2)  Dollar  limitation.— TTie  aggregate 
amount  to  which  paragraph  (1)  applies  for 
any  taxable  year  shall  not  exceed  $25,000. 

"(3)  Phase  out  of  exemption.— 

"(A)  In  general.— In  the  case  of  any  tax- 
payer, the  $25,000  amount  under  paragraph 
(2)  shall  be  reduced  (but  not  below  zero)  by 
50  percent  of  the  amount  by  which  the  ad- 
justed gross  income  of  the  taxpayer  for  the 
taxable  year  exceeds  $100,000. 

"(B)  Special  phase-out  of  low-income 
housing  and  rehabilitation  credits.— In  the 
case  of  any  portion  of  the  passive  activity 
credit  for  any  taxable  year  which  is  attribut- 
able to  any  credit  to  which  paragraph  (6)(BI 
applies,  subparagraph  (A)  shall  be  applied 
by  substituting  '$200,000' for  '$100,000'. 

"(C>  Ordering  rule  to  reflect  separate 
phase-outs.— If  subparagraph  (B)  applies  for 
any  taxable  year,  paragraph  (1)  shall  be  ap- 
plied— 

"(i)  first  to  the  passive  activity  loss, 

"(it)  second  to  the  portion  of  the  passive 
actimty  credit  to  which  subparagraph  (BJ 
does  not  apply,  and 

"fiii)  then  to  the  portion  of  such  credit  to 
which  subparagraph  (BJ  applies. 

"(Dl  Adjusted  gross  income.— For  pur- 
poses of  this  paragraph,  adjusted  gross 
income  shall  be  determined  loithout  regard 
to— 
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"(i)  any  amount  includible  in  gross 
income  under  section  86, 

"(ii)  any  amount  allowable  as  a  deduction 
under  section  219,  and 

"(Hi)  any  passive  activity  loss. 

"(4)  Special  rule  for  estates.— 

"(A)  In  general.— In  the  case  of  taxable 
years  of  an  estate  ending  less  than  2  years 
after  the  date  of  the  death  of  the  decedent, 
this  subsection  shall  apply  to  all  rental  real 
estate  activities  with  respect  to  which  such 
decedent  actively  participated  before  his 
death. 

"(B)  Reduction  for  surviving  spouse's  ex- 
emption.—For  purposes  of  subparagraph  (A), 
the  $25,000  amount  under  paragraph  (2) 
shall  be  reduced  by  the  amount  of  the  exemp- 
tion under  paragraph  d)  (without  regard  to 
paragraph  (3))  allowable  to  the  surviving 
spouse  of  the  decedent  for  the  taxable  year 
ending  with  or  within  the  taxable  year  of 
the  estate. 

"(5)  Married  individuals  filing  separate- 
ly.— 

"(A)  In  general.- Except  as  provided  in 
subparagraph  (Bl.  in  the  case  of  any  mar- 
ried indii^idual  filing  a  separate  return,  this 
subsection  shall  be  applied  by  substituting— 

"(i)  $12,500' for  $25,000'  each  place  it  ap- 
pears, 

"(ii)  $50,000'  for  $100,000'  in  paragraph 
(3) (A),  and 

"(Hi)  $100,000'  for  $200,000'  in  paragraph 
(3)(B). 

"(B)  Taxpayers  not  living  apart.—  This 
subsection  shall  not  apply  to  a  taxpayer 
who— 

"(il  is  a  married  individual  filing  a  sepa- 
rate return  for  any  taxable  year,  avd 

"(ii)  does  not  live  apart  from  his  spouse  at 
all  times  during  such  taxable  year. 

"(61  Active  participation.— 

"(A)  In  general.— An  individual  shall  not 
be  treated  as  actively  participating  with  re- 
spect to  any  interest  in  any  rental  real 
estate  activity  for  any  period  if  at  any  time 
during  such  period,  such  interest  (including 
any  interest  of  the  spouse  of  the  individual) 
is  less  than  10  percent  (by  value)  of  all  inter- 
ests in  such  activity. 

"(B)  No  participation  requirement  for 
low-income  housing  or  rehabilitation 
CREDIT.— Paragraphs  (1)  and  (4)(A)  shall  be 
applied  without  regard  to  the  active  partici- 
pation requirement  in  the  case  of— 

"(i)  any  credit  determined  under  section 
42  for  any  taxable  year,  or 

"(ii)  any  rehabilitation  investment  credit 
(within  the  meaning  of  section  48(o)). 

"(C)  Interest  as  a  limited  partner.— No 
interest  as  a  limited  partner  in  a  limited 
partnership  shall  be  treated  as  an  interest 
with  respect  to  which  the  taxpayer  actively 
participates. 

"(D)  Participation  by  spouse.— In  deter- 
mining whether  a  taxpayer  actively  partici- 
pates, the  participation  of  the  spouse  of  the 
taxpayer  shall  be  taken  into  account. 

"(j)  Other  Definitions  and  Special 
Rules.— For  purposes  of  this  section— 

"(1)  Closely  held  c  corporation.— The 
term  'closely  held  C  corporation '  means  any 
C  corporation  described  in  section 
465(a)(1)(B). 

"(2)  Personal  service  corporation.— The 
term  'personal  service  corporation'  has  the 
meaning  given  such  term  by  section 
269A(bl(l),  except  that  section  269A(b)(2) 
shall  be  applied— 

"(A)  by  substituting  'any'  for  'more  than 
10  percent',  and 

"(BJ  by  substituting  'any'  for  '50  percent 
or  more  in  value' in  section  318(a) f2)(C). 
A  corporation  shall  not  6c  treated  as  a  per- 
sonal service  corporation  unless  more  than 


10  percent  of  the  stock  Iby  value  J  in  such 
corporation  is  held  by  employee-owners 
(within  the  meaning  of  section  269A(b)(2), 
as  modified  by  the  preceding  sentence). 

"(3)  Regular  tax  liability.— The  term  'reg- 
ular tax  liability'  has  the  meaning  given 
such  term  by  section  26(b). 

"(4)  Allocation  of  passive  activity  loss 
AND  credit— The  passive  activity  loss  and 
the  passive  activity  credit  (and  the  $25,000 
amount  under  subsection  (H)  shall  be  allo- 
cated to  activities,  and  within  activities,  on 
a  pro  rata  basis  in  such  manner  as  the  Sec- 
retary may  prescribe. 

"(5)  Deduction  equivalent.— The  deduc- 
tion equivalent  of  credits  from  a  passive  ac- 
tivity for  any  taxable  year  is  the  amount 
which  (if  allowed  as  a  deduction)  would 
reduce  the  regular  tax  liability  for  such  tax- 
able year  by  an  amount  equal  to  such  cred- 
its. 

"(6)  Special  rule  for  gifts.— In  the  case  of 
a  disposition  of  any  interest  in  a  passive  ac- 
tivity by  gift— 

"(A)  the  basis  of  such  interest  immediately 
before  the  transfer  shall  be  increased  by  the 
amount  of  any  passive  activity  losses  alloca- 
ble to  such  interest,  and 

"(B)  such  losses  shall  not  be  allowable  as  a 
deduction  for  any  taxable  year. 

"(71  Qualified  residence  interest.— The 
passive  activity  loss  of  a  taxpayer  shall  be 
computed  without  regard  to  qualified  resi- 
dence interest  (within  the  meaning  of  sec- 
tion 163(h)(3)). 

"(8)  Rental  activity.— The  term  'rental  ac- 
tivity' means  any  activity  where  payments 
are  principally  for  the  use  of  tangible  prop- 
erty. 

"(9)  Election  to  increase  basis  of  proper- 
ty by  amount  of  disallowed  credit.— For 
purposes  of  determining  gain  or  loss  from  a 
disposition  of  any  property  to  which  subsec- 
tion (gill)  applies,  the  transferor  may  elect 
to  increase  the  basis  of  such  property  imme- 
diately before  the  transfer  by  an  amount 
equal  to  the  portion  of  any  unused  credit  al- 
lowable under  this  chapter  which  reduced 
the  basis  of  such  property  for  the  taxable 
year  in  which  such  credit  arose.  If  the  tax- 
payer elects  the  application  of  this  para- 
graph, such  portion  of  the  passive  activity 
credit  of  such  taxpayer  shall  not  be  allowed 
for  any  taxable  year. 

"(k)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  provisions 
of  this  section,  including  regulations— 

"(1)  which  specify  what  constitutes  an  ac- 
tivity, material  participation,  or  active  par- 
ticipation for  purposes  of  this  section, 

"(2)  which  provide  that  certain  items  of 
gross  income  will  not  be  taken  into  account 
in  determining  income  or  loss  from  any  ac- 
tivity (and  the  treatment  of  expenses  alloca- 
ble to  such  income), 

"(3)  requiring  net  income  or  gain  from  a 
limited  partnership  or  other  passive  activity 
to  be  treated  as  not  from  a  passive  activity, 

"(4)  which  provide  for  the  determination 
of  the  allocation  of  interest  expense  for  pur- 
poses of  this  section,  and 

"(5)  which  deal  with  changes  in  marital 
status  and  changes  between  joint  returns 
and  separate  returns. 

"(I)  Phase-In  of  Disallowance  of  Losses 
AND  Credits  for  Interests  Held  Before 
Date  of  Enactment.— 

"(1)  In  general.— In  the  case  of  any  pas- 
sive activity  loss  or  cretlit  for  any  taxable 
year  beginning  in  calendar  years  1987 
through  1990  which— 

"(A)  is  attributable  to  a  pre-enactment  in- 
terest, but 
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"IB)  is  not  attributable  to  a  carryforward        (B)  Exception  where  at  least  to  percent  with  respect  to  the  1st  Z  taxable  years  of 

to  such  taxable  year  of  any  loss  or  credit     of  costs  incurred.— In  the  case  of  property  such  estate  ending  after  the  date  of  Uu  dece- 

which  was  disallowed  under  this  section  for    placed  in  service  after  December  31,  1989,  dent's  death, 

a  preceding  taxable  year,                                       and     before     January     1,     1991,     section  (d)  Special  Rules.— 

there  shall  be  disallowed  under  subsection     469(i)(6>(BKi)  of  such  Code  shall  apply  to  ID    Where    more    than    i    buildino    in' 

la)  only   the  applicable  percentage  of  the     such  property  if  at  least  10  percent  of  the  project.— If  there  is  more  than  1  building  in 

amount    which    Ibut   for    this    subsection)     costs  of  such  property  were  incurred  before  any  project,  the  determination  of  when  such 

would  have  been  disallowed  under  subsec-     January  i,  1989.  project  is  placed  in  service  shall  be  based  on 

tion  la)  for  such  taxable  year.                             sEC.  Stt  transitional  RULE  FOR  LOW-INCOME  when  the  1st  building  in  such  project  is 

"12)  Applicable  percentage.— For  purposes                        housing.  placed  in  service, 

of  this  subsection,  the  applicable  percentage        la)  General  Rule.— Any  loss  sustained  by  12)  Only  cash  and  other  property  taken 

shall  be  determined  in  accordance  with  the     a  qualified  investor  with  respect  to  an  inter-  into  account.— In  determining  the  amount 

following  table:                                                    est    in    a    qualified    low-income    housing  any  person  invests  in  lor  is  obligated  to 

"In  the  ease  of  taxable                      The  applicable     project  for  any  taxable  year  in   the  relief  invest  in)  any  interes'.,  only  cash  and  other 

years  beginning  in:                             percentage  is:     period  shall  not  be  treated  as  a  loss  from  a  property  shall  be  taken  into  account. 

1987 35      passive  activity  for  purposes  of  section  469  13)   Coordination   with  credit— No  low- 

1988 60      of  the  Internal  Revenue  Code  of  1986.  income  housing  credit  shall  be  determined 

1989 80         lb)  Relief  Period.— For  purposes  of  sub-  under  section  42  of  the  Internal  Revenue 

1990 90.     section  la),  the  term  "relief  period  '  means  Code  of  1986  with   respect  to  any  project 

"13)' Portion  of  loss  or  credit  attributa-     the  period  beginning  with  the  taxable  year  with  respect  to  which  any  person  has  been 

BLE  to  pre-enactment  INTERESTS.— For  PUT-     171  which  the  investor  made  his  initial  in-  allowed  any  benefit  under  this  section, 

poses  of  this  subsection—                                    vestment  in  the  qualified  low-income  hous-  g^c  ^qj  extension  of  at  risk  umitations  to 

"lA)  In  general.— The  portion  of  the  pas-  ing  project  and  ending  with  whichever  of  real  PROPERTY 
sive  activity  loss  for  any  taxable  year  which  the  following  is  the  earliest—  /^j  /^  General.— Paragraph  13)  of  section 
is  attributable  to  pre-enactment  interests  U)  the  6th  taxable  year  after  the  taxable  4g5(cj  (relating  to  activities  to  which  sec- 
shall  be  equal  to  the  lesser  of—  year  in  which  the  investor  made  his  initial  jjq„  applies)  is  amended  by  striking  out  sub- 
"li)  the  passive  activity  loss  for  stick  tax-  investment,  paragraph  ID)  and  by  redesignating  sub- 
able  year,  or                                                               12)  the  1st  taxable  year  after  the  taxable  paragraph  IE)  as  subparagraph  ID). 

"Hi)  the  passive  activity  loss  for  such  tax-     year  in  which  the  investor  is  obligated  to  ff^j     qu^ufied     Nonrecourse    Financing 

able  year  determined  by  taking  into  account     make  his  last  investment,  or  Treated   as  an  Amount  at  Risk.— Section 

only  pre-enactment  interests.                                   13)  the  taxable  year  preceding  the  1st  tax-  4gs(ij,   (relating  to  amounts  considered  at 

For  purposes  of  this  subparagraph,  the  de-     able  year  for  which  such  project  ceased  to  be  ^^^  ^^  amended  by  adding  at  the  end  there- 

duction  equivalent  Iwithin  the  meaning  of    a  qualified  low-income  housing  project.  of  the  following  new  paragraph: 

subsection  Ij)l5))  of  a  passive  activity  credit        Ic)      Qualified      Low-Income      Housing  ..^g^    qualified    nonrecourse    financing 

shall  be  taken  into  account.                                  Project.— For  purposes  of  this  section,  the  j^^^j.^^  ^^  amount  at  risk.— For  purposes  of 

"IB)  Pre-enactment  interest.—                         term  "qualified  low-income  housing  project"  this  section— 

"li)  In  GENERAL.-The  term  pre-enactment     means  any  project  if-  "(A)    In    GENERAL.-Notwithstanding    any 

interest- means  any  interest  ma  passive  ac-        (1)  such  project  meets  the  requirements  of  provision  of  this  subsection,   in   the 

tivtty  held  by  a  taxpayer  on  the  date  of  the     clause    ID,    Hi),    Itii).    or    Hv)    of  section  J       activity  of  holding  real  property, 

enactrnentof  the  Tax  Reform  Act  of  1986.     l250la)ll)lB)  as  of  the  date  placed  in  service  n^°i°^,°S  5',  ionstdered  at  kskwifh 

and  atall  times  thereafter                                    and  for  each  taxable  year  thereafter  which  ,  ,    .u^  lajcvaver's  share  of  any  quali- 

"lii)    Binding    contract   EXCEPriON.-For     begins  after  1986  and  for  which  a  passive  ^.^  ^^^irecourse  financing  which  is  secured 

pup>oses  of  clause  ID.  any  interest  acquired     loss  may  be  allowable  with  respect  to  such  '            property  used  in  such  activity, 

after  such  date  of  enactment  pursuant  to  a     project  *,,„ .  o,,!?    "n  >,nNRFrouRSE  financing  - 

written  binding  contract  in  effect  on  such        (2)  the  operator  certifies  to  the  Secretary  '„„Z^,':'"^3  /h°rnn™^nnh    /hPfprrTi 

date    and  at  all  times  thereafter,  shall  be    of  the  Treasury  or  his  delegate  that  such  Zam^nZr%o'i^emarc^:^n^:nsTy 

treated  as  held  on  such  date.                                 project  met  the  requirements  of  paragraph  «"""■' ^^"^ 

"liii)    Interest   in   activities.— The    term     (ij  on  the  date  of  the  enactment  of  this  Act  /»nancing              k„„„,„„w   k,,   /#,»   /nrnn.,/.r 

'pre-enactment  interest '  shall  not  include  an     (or.  if  later,  when  placed  in  service)  and  an-  }>   """'^^  ,«  .S^T.ntl/,,  n/?o;rf,°^rr^l/ 

interest  in  a  passive  activity  unless  such  ac-     nually  thereafter.  """»  7^^^^  '°  ^^^  °^'"'"'  °-^  ''°''*'"''  '^''' 

tivity  was  being  conducted  on  such  date  of        (3)  such  project  is  constructed  or  acquired  Property,                             ^  k     #>..,  #„•,««„», 

enactment.  The  preceding  sentence  shall  not     pursuant  to  a  binding  written  contract  en-  <^^>  which  is  borrowed  by  the  la^PO-Ver 

apply  to  an  activity  commencing  after  such     tered  into  on  or  before  August  16.  1986.  and  Z'"'""  "  qutilified  person  or  represents  a  l^an 

date  if-                                                                      (4)  such  project  is  placed  in  service  before  from  any  Federal  State,  or  'f  f/°J™'^;' 

"ID  the  property  used  in  such  activity  is     January  1  1989  <"■  instrumentality  thereof  or  is  guaranteed 

acquired  pursuant  to  a  written  binding  con-        a,  Qualified  I.yvESTOR.-For  purposes  of  f>y  ""!'  Federal  State,  or  local  govern-rutni, 

tract  in  effect  on  August  16.  1986,  and  at  all     this  section-  "'»'''  ^"P^  '°  ^^^  extent  provided  in  regu- 

times  thereafter,  or                                                   (D  In  GENERAL.-The  term  "qualified  inves-  lations.  with  respect  to  which  no  person  « 

"IID  construction  of  property  used  in  such     tor"  means  any  natural  person  who  holds  personally  liable  for  repayment,  and 

activity  began  on  or  before  August  16.  1986. "     (directly  or  through  1  or  more  entities)  an  "'i^'  ^^ich  is  not  convertible  debt 

lb)  Conforming  AMENDMENT.-The  table  of    interest  in  a  qualified  low-income  housing  "«:'  Special  rule  for  PARTNERSHiPS.-ln 

sections  for  subpart  C  of  part  II  of  subchap-     project—  ^^e  case  of  a  partnership,  a  partners  share 

ter  E  of  chapter  1  is  amended  by  adding  at        (/^)  if_  of  any  qualified  nonrecourse  financing  of 

the  end  thereof  the  following  new  item:                  aj  in  the  case  of  a  project  placed  in  serv-  such  partnership  shall  be  determined  on  the 

"Sec.  469.  Passive  activity  losses  and  credits     ice  before  August  16.  1986,  such  person  held  basis  of  the  partner's  share  of  liabilities  of 

limited."                                           an  interest  in  such  project  on  August  16.  such    partnership   incurred    tn    connection 

10  EFFECTIVE  DATE-                                          1986,  and  the  taxpayer  made  his  initial  in-  u^ith  such  financing  iwithin  the  meaning  of 

ID  In  OENERAL.-The  amendments  made  by     vestment  after  December  31.  1983.  or  ^^fZ/n^  n,,!',  ,.,^,.  or=cr,«  nrr,«rn     Fnr  our- 

this  section  shall  apply  to  taxable  years  be-        Hi)  in  the  case  of  a  project  not  described  'ID)  Qualified  person  DEFiNED.-For  pur- 

ginning  aSUr  December  31.  1986.                          in  subparagraph  i A),  such  investor  held  an  P°'.f'°^,"''^P°J°-f^^^^''-      ,,^     ■qualified 

12)  SPECIAL  RULE  FOR  CARRYOVERS.-The  interest  in  such  project  on  December  31.  '  it>  In  general. -The  term  qualified 
amendmenU  made  by  thU  section  shall  not  1986,  and  Person  has  ^ejneaning  given  such  Urm  by 
apply  to  any  loss,  deduction,  or  credit  car-  IB)  if  such  investor  is  required  to  make  section  46lc)l8)iD)iiv).  „,,,„„,.,  ^  „ 
rled  to  a  taxable  year  beginning  after  De-  payments  after  December  31,  1986.  of  50  per-  "liD  Certain  commercially  reasonable  fi- 
cember  31.  1986.  from  a  taxable  year  begin-  cent  or  more  of  the  total  original  obligated  nancing  from  related  ,''^'«Oj«-ft'r  pur- 
ning  before  January  1,  1987.                                 investment  for  such  interest  posef  of  clause  H)    ^^^'i""  f,«  ^^'*//f^;^^'^j 

13)  Special  rule  for  low-income  hous-  For  purposes  of  subparagraph  lA).  a  person  shall  be  applied  without  regard  to  subclause 
,jvo  -                                                                         shall  be  treated  as  holding  an  interest  on  ID  thereof  Irelating  to  financing  from  relat- 

lA)   In  GENERAL.-Except   OS   provided   in     August  16,  1986,  or  December  31,  1986,  if  on  ed  persons)  if  the  financing  from  the  related 

subparagraph  IB),  section  469li)l6)iB)ii)  of    such  date  such  person  had  a  binding  con-  person  is  commercially  reasonabU  and  on 

the  InUmal  Revenue  Code  of  1986  las  added     tract  to  acquire  such  interest  substantially  the  same  terms  as  loans  :n- 

by  this  section)  shall  not  apply  to  any  prop-        12)  Treatment  of  ESTATES.-The  estate  of  a  volving  unrelated  persons, 

erty  placed  in  service  after  December  31,     decedent   shall   succeed    to    the    treatment  "IE)  Activity  of  holding  real  propbrty.- 

jggS                                                                         under  thU  section  of  the  decedent  but  only  For  purposes  of  this  paragraph— 
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•■(i)    Incidental    personal    property   and  -tv   gross   income   /other  than   gain   de-  "In  the  ctue  of  taxabk                      The  applieabU 

SERVICES -The  activity  of  holding  real  prop-  scribed  in  clause  Hi))  from  property  held  for  yean  beginning  in:                            pertentage  it: 

erty  includes  the  holding  of  personal  proper-  investment,  and  i^gj                                                            35 

ty  and  the  providing  of  services  which  are  -lii)  any  net  gain  attributable  to  the  dU-        1988 60 

incidental  to  making  real  property  available  position  of  property  held  for  investment,               1989              go 

'".■A'^',"L?^^°'"'"°''°"°"*-    ^         .      .       ,  but  only  to  the  extent  such  amounts  are  not        199d::ZIIZ'. 90 

holdlLg'^ZTproZrt^'lZuZ't  ^^^  t^  tT'  '"""  '"'  '^°""''^'  °'  °  '"^'  ''  '""^-  '''^^  ^""^  A.ot)NT.-For'p:;;;:s^s  Of  thU 

*'1c>7.^^^rDlrY°-"'''''  ■■'CJ  INVESTMENT  EXPENSES-The  term  'in-  Zans^'''''      """     '"""      '"""^     '"""""'' 

111  In  GENERAL-Eicept  as  provided  in  this  L?'T,?'w»f  !^^'";,'"^?"^''it  ''^l"^""''*  ^^-  "'i'  110,000  in  the  case  of  a  taxpayer  not 

subsection,   the  amendments  made  by  this  lo^^^'^'^^^^Jf^^^  ^J^'^Ply  1  other  than  for  in-  described  in  clause  (HI  or  (Hi), 

section  shall  apply  to  losses  incurred  after  ^^rnJ'Jfl'r.'^^Jr  '^'^^'^"J' ';°''"^<^^«<'  "'«"'  ''^e  -lii)  $5,000  in  the  case  of  a  married  indi- 

December  31.  1986.  with  respect  to  property  ^'°f^f'°''  of  investment  income.  vidual  filing  a  separate  return,  and 

placed  in  service  by  the  taxpayer  after  De-  "   Income  and  expenses  from  passive  ac-  -(iii)  zero  in  the  case  of  a  trust, 

cember  31.  1986.  TivmEs.-Investment    income    and    invest-  lb)  Disallowance  of  Deduction  for  Per- 

(2)  Special  rule  for  losses  of  s  corpora-  '"*'"  expenses  shall  not  include  any  income  sonal  Interest  of  Individuals. -Section  163 

TioN.  partnership.  OR  PASS-THRU  ENTiTY.-In  °J  expcnses  taken  into  account  under  sec-  (relating     to    deduction    for    interest)     is 

the  case  of  an  interest  m  an  S  corporation,  a  "°"  ^°^  '"  computing  income  or  loss  from  a  amended  by  redesignating  subsection  Ih)  as 

partnership,   or  other  pass-thru   entity  ac-  P'^^^^^'^  activity.  subsection  li)  and  by  inserting  after  subsec- 

quired  ajter  December  31.  1986.  the  amend-  ' '^'    Reduction    in    investment    income  lion  fg)  the  following  new  subsection: 

ments  made  by  this  section  shall  apply  to  »™/^g  phase-in  of  passive  loss  RULES.-In-  -ih)  Disallowance  of  Deduction  for  Per- 

losses  after  December  31.  1986.  which  are  at-  ^"^stment  income  of  the  taxpayer  for  any  sonal  Interest.— 

Inbutable  to  property  placed  in  seri'ice  by  "^°'"*'  ^^°''  *'"'"  ^^  reduced  by  the  amount  ■■/u  j^,  generau-Iu  the  case  of  a  taxpayer 

the  S  corporation,  partnership,  or  pass-thru  °{ '"^  passive  activity  loss  to  which  section  other  than  a  corporation,  no  deduction  shall 

entity  on,  before,  or  after  January  1.  1986.  1°^"^'  "°^«  "»'  '^PP^y  f°^  «"'•'»  taxable  year  be  allowed  under  this  chapter  for  personal 

13)  Special  rule  for  athletic  stadium.-  "^  reason  of  section  46911).   The  preceding  interest  paid  or  accrued  during  the  taxable 

The  amendments  made  by  this  section  shall  sentence  shall  not  apply  to  any  portion  of  year 

not  apply  to  any  losses  incurred  by  a  tax-  Vf^^  passive  activity  loss  which  is  attributa-  72;  Personal  iNTEREST.-For  purposes  of 
payer  with  respect  to  the  holding  of  a  multi-  °'«  '°  «  '"t"'^^  '■^"'  ^^''"^  activity  with  re-  this  subsection,  the  term  personal  interest- 
use  athletic  stadium  in  Pittsburgh,  Pennsyl-  ^P^^'^  '°  """^^  "'^  taxpayer  actively  partici-  means  any  interest  allowable  as  a  deduction 
vania,  which  the  taxpayer  acquired  in  a  sale  P"'*"*  iwithin  the  meaning  of  section  under  this  chapter  other  than— 
for  which  a  letter  of  understanding  was  en-  469li)i6)l  during  such  taxable  year.  ■■f^j  interest  paid  or  accrued  on  indebted- 
tered  into  before  April  16.  1986.  "'5>  Property  held  for  investment.- For  ness  incurred  or  continued  in  connection 
Subtitle  B- Interest  Expense  purposes  of  this  subsection—  ^^uh  the  conduct  of  a  trade  or  business 
SEC.  in.  UfHTATio.ss  OMiKDliTlo's  FOR  \o\Bisi-  '^'  ^^  ^^'^^'^'--'^^  term  'property  held  lother  than  the  trade  or  business  of  perform- 
.Vfs.s  isTEKEST.                      •    .      .  for  investment' shall  include—  ing  services  as  an  employee). 

la)  Limitation  on  Investment  Interest—  '^'  "'"'  P^°P^^^y  ^^hich  produces  income  "IB)  any  investment  interest  'within  the 

Subsection   id)  of  section   163   I  relating  to  °f  a  type  described  in  section  469le)ll).  and  meaning  of  subsection  Id)), 

limitation  on  interest  on  investment  indebt-  '"''  """  interest  held  by  a  taxpayer  in  an  "'C)  any  interest  which  is  taken  into  ac- 

edness)  is  amended  to  read  as  follows:  activity  involving  the  conduct  of  a  trade  or  count    under    section    469    in    computing 

"(d)  Limitation  on  Investment  Interest—  f>^iness—  income  or  loss  from  a  passive  activity  of  the 

"(1)  In  GENERAL— In  the  case  of  a  taxpayer  "'l>  lohich  is  not  a  passive  activity,  and  taxpayer. 

other  than  a  corporation,   the  amount  al-  "'ID  with  respect  to  which  the  taxpayer  "'^'     any    qualified     residence     interest 

lowed  as  a  deduction  under  this  chapter  for  does  not  materially  participate.  Iwithin  the  meaning  of  paragraph  13)),  and 

investment   interest  for   any    taxable   year  "IB)  Investment  expenses.— In  the  case  of  "'^'  "-^^  interest  payable  under  section 

shall  not  exceed  the  net  investment  income  property  described  in  subparagraph  iA)li).  ^^'^^  °"  """  ^^Paid  portion  of  the  tax  im- 

ofthe  taxpayer  for  the  taxable  year  expenses  shall  be  allocated  to  such  property  PO*^''  ''V  section  2001  for  the  period  during 

"12)  Carryforward  of  disallowed  inter-  in  the  same  manner  a.s  under  section  469  which  an  extension  of  time  for  payment  of 

EST-The  amount  not  allowed  as  a  deduc-  -iC)   Terms.— For  purposes  of  this  para-  ''"'^''  '"^  '*  '"  effect  under  section  6163  or 

tion  for  any  taxable  year  by  reason  of  para-  graph,  the  terms  -activity',  passive  activity',  ^^^f-     ^ 

graph  il)  shall  be  treated  as  investment  in-  and   materially  participate'  have  the  mean-  ^'    '^^alified    residence   iNTEREST.-For 
terest  paid  or  accrued  by  the  taxpayer  in  the  ings  given  such  terms  by  section  469  purposes  of  this  subsection- 
succeeding  taxable  year.  ..fgj    p„^sE-,N    of   disallowance -In    th-  "'A)  In  GENERAL.-The  term  qualified  resi- 
/i,'?^  '^'"^^J"^'^  /OTT«£sr.-/^or  purposes  of  case  of  any  taxable  year  beginning  in  calen-  ''^"^  '"'T*' '  '"^''"1  '«'«^««f,  »'«''^''  «  »«"* 
this  subsection-  dar  years  1987  through  1990-  °^  accrued  during  the  taxable  year  on  in- 

"lA)  In  GENERAL.  — The  term  'investment  in-  ■./.,  f„  ^_„^„,,      .n,       „        ,     ,-   .       ^  debtedness  which  is  secured  by  any  property 

leresf  means  any  interest  allowable  as  a  de-  ^JnlLlf  ZT.tl^/ .^TV^    O-^?'"^''"'  which  (at  the  time  such  interest  is  paid  or 

duction    under    this    chapter    Idetermined  fXt^LZtZ    hnii  H^.n^?'^  {V  '""'  ''^^^'^>  «  «  Qualified  residence  of  the  tax- 

without  regard  to  paragraph  ID)  which  is  ^f "  """"'^  "^""^  *'"'"  "^  ^'""'  '°  "'^  ^""^  payer 

paid  or  accrued  on  indebtedness  incurred  or  -i-,     n,             i-     >.i  "'^'  Limitation  on  amount  of  interest.— 

continued    to   purchase   or  carry   property  'J!:\,;\'^u,?^,'''^''"!i?^^.^-°^    ^^  The  term   qualified  residence  interest' shall 

held  for  investment.  ^T,!^          ,    'without  regard  to  this  para-  riot  include  any  interest  paid  or  accrued  on 

-IB)    Exceptions. -The   term    'investment  ^raph)  is  not  allowed  as  a  deduction  under  indebtedness  secured  by  any  qualified  resi- 

interest- shall  not  include-  '""  ««&«ec<ion  for  the  taxable  year  to  the  aence  which  is  allocable  to  that  portion  of 

-li)  any  qualified  residence  interest  (as  de-  ^^^  *"<''*,  '^'^o^nt  does  not  exceed  the  ceil-  (^g  principal  amount  of  such  indebtedness 

fined  in  subsection  (h)(3)).  or  tng  amount,  which,  when  added  to  the  outstanding  ag- 

"(ii)  any  interest  which  is  taken  into  ac-  ,.   '"''  '"^  amount  which  (without  regard  to  gregate  principal  amount  of  all  other  in- 

count    under    section    469    in    computing  '''"  paragraph)  is  not  allowed  as  a  deduc-  debtedness  previously  incurred  and  secured 

income  or  loss  from  a  passive  activity  of  the  "°n  under  this  subsection  in  excess  of  the  by    such    qualified    residence,    exceeds    the 

taxpayer.  ceiling  amount,  plus  lesser  of— 

"(C)   Personal   property   used  in  short  "(Hi)  the  amount  of  any  carryforward  to  "(i)  the  fair  market  value  of  such  qualified 

SALE.— For  purposes  of  this  paragraph,  the  *''c/i  taxable  year  under  paragraph  (2)  with  residence,  or 

term  'interest'  includes  any  amount  allow-  '^e^Pect  to  which  a  deduction  was  disallowed  "(ii)  the  sum  of— 

able  as  a  deduction  in  connection  with  per-  under  thU  subsection  for  a  preceding  tax-  ■■(!)  the  taxpayer's  basis  in  such  qualified 

""^'^jP'^P^'-^y  uJied  in  a  short  saU.  able  year.  residence  (adjusted  only  by  the  cost  of  any 

(4)  Net  investment  INCOME.-For  purposes  For    purposes    of   thU    subparagraph,    the  improvements  to  such  residence)  plus 

.^^*f  *,"''**'^''°"~     -^  '^^°'^^^  "«<*«'■  c'a«"«  '»>  or  <ii>  »'«»«  be  com-  -(ID  the  aggregate  amount  of  qualified  in- 

(A)  In  GENERAU-The  Urm    net  invest-  puted  without  regard  to  the  amount  de-  debtedness  of  the  taxpayer  with  respect  to 

ment  ijicome  means  the  excess  of—  scribed  in  clause  (iii).  such  qualified  residence. 

•v)</l*'fj!r*"'/"*^°'^'  °**''  "'^'    Applicable    percentage.-Fot    pur-  "(C)  Cost  not  less  than  balance  or  m- 

"ini   /^~r*  expenses.  poses  of  this  paragraph,  the  applicable  per-  debtedness  incurred  on  or  before  august 

^.tZ.\J,           ^f^  wcoArc.-77ie   term    'in-  centage  shall  be  determined  in  accordance  it.  tats.-The  amount  under  subparagraph 

vestment  income  means  the  sum  of-  with  the  following  table:  (BXiiXI)  at  any  time  afUr  August  16.  1986. 
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shall  not  be  less  than  the  outstanding  aggre- 
gate principal  amount  (as  of  such  time)  of 
indebtedness  which  was  incurred  on  or 
before  August  IS,  1986,  and  which  was  se- 
cured by  the  qualified  residence  on  August 
16.  1986. 

"(D)  Time  for  determination.— Except  as 
provided  in  regulations,  any  determination 
under  subparagraph  (B)  shall  be  made  as  of 
the  time  the  indebtedness  is  incurred. 

"(4)  Quaufied  indebtedness.— For  pur- 
poses of  this  subsection— 

"(A)  In  general.— The  term  'qualified  in- 
debtedness' means  indebtedness  secured  by  a 
qualified  residence  of  the  taxpayer  which  is 
incurred  after  August  16,  1986,  to  pay  for- 

"(i)  qualified  medical  expenses,  or 

"(ii)  qualified  educational  expenses, 
which  are  paid  or  incurred  within  a  reason- 
able period  of  time  before  or  after  such  in- 
debtedness is  incurred. 

"(B)  Qualified  medical  expenses.— For 
purposes  of  this  paragraph,  the  term  'quali- 
/'■cd  medical  expenses'  means  amounts,  not 
compensated  for  by  insurance  or  otherwise, 
incurred  for  medical  care  (within  the  mean- 
ing of  subparagraphs  (A)  and  (B)  of  section 
213(d)(1))  for  the  taxpayer,  his  spouse,  or  a 
dependent. 

"(C)  Qualified  educational  expenses.— For 
purposes  of  this  paragraph— 

"(i)  In  general.— The  term  'qualified  edu- 
cational expenses'  means  qualified  tuition 
and  related  expenses  of  the  taxpayer,  his 
spouse,  or  a  dependent  for  attendance  at  an 
educational  institution  described  in  section 
170(b)(l)(A)(ii). 

"(ii)  Qualified  tuition  and  related  ex- 
penses.—T;ie  term  'qualified  tuition  and  re- 
lated expenses'  has  the  meaning  given  such 
term  by  section  117(b),  except  that  such  term 
shall  include  any  reasonable  living  expenses 
while  away  from  home. 

"(D)  Dependent.— For  purposes  of  this 
paragraph,  the  term  'dependent'  has  the 
meaning  given  such  term  by  section  152. 

"(5)     Other     definitions     and     special 

RULES.— 

"(A)  Qualified  residence.— For  purposes  of 
this  paragraph— 

"(i)  In  general.— The  term  'qualified  resi- 
dence' means— 

"(I)  the  principal  residence  (within  the 
meaning  of  section  1034)  of  the  taxpayer, 
and 

"(II)  1  other  residence  of  the  taxpayer 
which  is  selected  by  the  taxpayer  for  pur- 
poses of  this  subsection  for  the  taxable  year 
and  which  is  tised  by  the  taxpayer  as  a  resi- 
dence (within  the  meaning  of  section 
280A(d)(l)). 

"(ii)  Married  individuals  hung  separate 
RETURNS.— If  a  married  couple  does  not  file  a 
joint  return  for  the  taxable  year— 

"(I)  such  couple  shall  be  treated  as  1  tax- 
payer for  purposes  of  clause  (i),  and 

"(II)  each  individual  shall  be  entitled  to 
take  into  account  1  residence  unless  both  in- 
dividuals consent  in  writing  to  1  individual 
taking  into  account  the  principal  residence 
and  1  other  residence. 

"(Hi)  Residence  not  used  or  rented.— For 
purposes  of  clause  (i)(II),  notwithstanding 
section  280A(d)(l),  if  the  taxpayer  does  not 
rent  or  use  a  dwelling  unit  at  any  time 
during  a  taxable  year,  such  unit  may  be 
treated  as  a  residence  for  such  taxable  year. 

"(B)  Special  rule  for  cooperative  hous- 
ing corporations.— For  purposes  of  this 
paragraph,  any  indebtedness  secured  by 
stock  held  by  the  taxpayer  as  a  tenant-stock- 
holder (as  defined  in  section  216)  in  a  coop- 
erative housing  corporation  (as  so  defined) 
shall  be  treated  as  secured  by  the  house  or 


apartment  which  the  taxpayer  is  entitled  to 
occupy  as  such  a  tenant-stockholder.  If  stock 
described  in  the  preceding  sentence  may  not 
be  used  to  secure  indebtedness,  indebtedness 
shall  be  treated  as  so  secured  if  the  taxpayer 
establishes  to  the  satisfaction  of  the  Secre- 
tary that  such  indebtedness  was  incurred  to 
acquire  such  stock. 

"(6)  Phase-in  of  limitation.— In  the  case  of 
any  taxable  year  beginning  in  calendar 
years  1987  through  1990,  the  amount  of  in- 
terest with  respect  to  which  a  deduction  is 
disallowed  under  this  subsection  shall  be 
equal  to  the  applicable  percentage  (within 
the  meaning  of  subsection  (d)(6)(B))  of  the 
amount  which  (but  for  this  subsection) 
would  have  been  so  disallowed. " 

(d)  Technical  Amendments.— 

(1)  Clause  (i)  of  section  7872(d)(1)(E)  is 
amended  by  striking  out  "section  163(d)(3)" 
and  inserting  in  lieu  thereof  "section 
163(d)(4)". 

(2)(A)  Sections  467(c)(5)  and  1255(b)(2) 
are  each  amended  by  striking  out  "section 
163(d),". 

(B)  Section  703(b)  is  amended  by  striking 
out  paragraph  (3)  and  by  redesignating 
paragraphs  (4)  and  (5)  as  paragraphs  (3) 
and  (4),  respectively. 

(C)  Section  1363(c)(2)  is  amended  by  strik- 
ing out  subparagraph  (A)  and  by  redesignat- 
ing subparagraphs  (B)  and  (C)  as  subpara- 
graphs (A)  and  (B),  respectively. 

(e)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

TITLE  VI— CORPORATE  PROVISIONS 
Subtitle  A— Corporate  Rate  Reductions 

SEC  SOI.  CORPORATE  RATE  REDCCTIOSS. 

(a)  General  Rule.— Subsection  (bi  of  sec- 
tion 11  is  amended  to  read  as  follows: 

"(b)  Amount  of  Tax.— The  amount  of  the 
tax  imposed  by  subsection  (a)  shall  be  the 
sum  of— 

"(1)  15  percent  of  so  much  of  the  taxable 
income  as  does  not  exceed  $50,000, 

"(2)  25  percent  of  so  much  of  the  taxable 
income  as  exceeds  $50,000  but  does  not 
exceed  $75,000,  and 

"(3)  34  percent  of  so  much  of  the  taxable 
income  as  exceeds  $75,000. 
In  the  case  of  a  corporation  which  has  tax- 
able income  in  excess  of  $100,000  for  any 
taxable  year,  the  amount  of  tax  determined 
under  the  preceding  sentence  for  such  tax- 
able year  shall  be  increased  by  the  lesser  of 
(A)  5  percent  of  such  excess,  or  (B)  $11,750." 

(b)  Effective  Date.— 

(1)  In  general.— The  amendment  made  by 
subsection  (a)  shall  apply  to  taxable  years 
beginning  on  or  after  July  1,  1987. 

(2)  Cross  reference.— 

For  treatment  of  taxable  yean  ichich  include 
July  I,  1987,  see  tection  IS  of  the  Internal  Revenue 
Code  of  1986. 

Subtitle  B— Treatment  of  Stock  and  Stock 
Dividends 

SEC.  ill.  REDICTION  IS  DIVIDENDS  RECEIVED  DE- 
DICTION. 

(a)  General  Rule.— The  following  provi- 
sions are  each  amended  by  striking  out  "85 
percent"  and  inserting  in  lieu  thereof  "80 
percent": 

(1)  Section  243(a)(1)  (relating  to  dividends 
received  by  corporations). 

(2)  Sections  244  (a)(3)  and  (b)(2)  (relating 
to  dividends  received  on  certain  preferred 
stock). 

(3)  Section  246(b)(1)  (relating  to  limita- 
tion on  aggregate  amount  of  deductions). 

(4)  Section  246A(a)(l)  (relating  to  divi- 
dends received  deduction  reduced  where 
portfolio  stock  is  debt  financed). 


(5)  Subparagraph  (B)  of  section  805(a)(4l 
(relating  to  dividends  received  by  iruurance 
company). 

(b)  Effective  D^tes.— 

(1)  In  general.— The  amendments  made  by 
subsection  (a)  shall  apply  to  dividends  re- 
ceived or  accrued  after  Decemt>er  31,  1986, 
in  taxable  years  ending  aftt  r  such  date. 

(2)  Amendment  relating  to  umitation  on 
DEDUCTIONS.— ne  amendment  made  by  sub- 
section (a)  to  section  246(b)  of  the  Internal 
Revenue  Code  of  1986  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

SEC.  SI2.  REPEAL  OF  PARTIAL  EXCLVSIOS  OF  DIVI- 
DENDS  RECEIVED  BY  INDIVIDVALS. 

(a)  General  Rule.— Section  116  (relating 
to  partial  exclusion  of  dividends  received  by 
individuals)  is  hereby  repealed. 

(b)  Technical  Amendments.— 

(1)  Subsection  (g)  of  section  301  is  amend- 
ed by  striking  out  paragraph  (41. 

(21(A)  Subsection  (c)  of  section  584  it 
amended  to  read  as  follows: 

"(c)  Income  of  Participants  in  Fund.— 
Each  participant  in  the  common  trust  fund 
in  computing  its  taxable  income  shall  in- 
clude, whether  or  not  distributed  and  wheth- 
er or  not  distributable— 

"(1)  as  part  of  its  gains  and  losses  from 
sales  or  exchanges  of  capital  assets  held  for 
not  more  than  6  months,  its  proportionate 
share  of  the  gains  and  losses  of  the  common 
trust  fund  from  sales  or  exchanges  of  capital 
assets  held  for  not  more  than  6  months, 

"(21  as  part  of  its  gains  and  losses  from 
sales  or  exchanges  of  capital  assets  held  for 
more  than  6  months,  its  proportionate  share 
of  the  gains  and  losses  of  the  common  trust 
fund  from  sales  or  exchanges  of  capital 
assets  held  for  more  than  6  months,  and 

"(3)  its  proportionate  share  of  the  ordi- 
nary taxable  income  or  the  ordinary  net  loss 
of  the  common  trust  fund,  computed  as  pro- 
vided in  subsection  (d). " 

(B)  If  the  amendments  made  by  section 
1001  of  the  Tax  Reform  Act  of  1984  cease  to 
apply,  effective  with  respect  to  property  to 
which  such  ainendments  do  not  apply,  sub- 
section (c)  of  section  584  is  amended  by 
striking  out  "6  months"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1  year". 

(3)  Section  642  is  amended  by  striking  out 
subsection  (j). 

(4)  Paragraph  (7)  of  section  643(a)  is 
hereby  repealed. 

(5)  Paragraph  (§)  of  section  702(a)  is 
amended  to  read  as  follows: 

"(5)  dividends  with  respect  to  which  there 
is  a  deduction  under  part  VIII  of  subchapter 
B,". 

(61  Section  854  is  amended— 

(A)  by  striking  out  "section  116  (relating 
to  an  exclusion  for  dividends  received  by  in- 
dividuals), and"  in  subsection  (a). 

(B)  in  subsection  (b)— 

(i)  by  striking  out  subparagraph  (BI  of 
paragraph  (II  and  redesignating  subpara- 
graph (C)  as  subparagraph  (B), 

(ii)  by  striking  out  "or  (BI"  in  sul)para- 
graph  (B)  (as  so  redesignated), 

(Hi)  by  striking  out  "the  exclusion  under 
section  116  and"  in  paragraph  (2),  and 

(iv)  by  amending  subparagraph  (B)  of 
paragraph  (3)  to  read  as  follows: 

"(B)(i)  The  term  aggregate  dividends  re- 
ceived' includes  only  dividends  received 
from  domestic  corporations. 

"(ii)  For  purposes  of  clause  (i),  the  term 
dividend'  shall  not  include  any  distribution 
from— 

"(I)  a  corporation  which,  for  the  taxable 
year  of  the  corporation  in  which  the  distri- 
bution is  made,  or  for  the  next  preceding 
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taxable  year  of  the  corporation,  is  a  corpo- 
ration exempt  from  tax  under  section  SOI 
(relating  to  certain  charitable,  etc.,  organi- 
zations/ or  section  521  (relating  to  farmers' 
cooperative  associations/,  or 

"(ID  a  real  estate  investment  trust  which, 
for  the  taxable  year  of  the  trust  in  which  the 
dividend  is  paid,  qualifies  under  part  II  of 
subchapter  M  (section  856  and  following/. 

"(Hi/  In  determining  the  amount  of  any 
dividend  for  purposes  of  this  subparagraph. 
a  dividend  received  from  a  regulated  invest- 
ment company  shall  be  subject  to  the  limita- 
tions prescribed  in  this  section. " 

(7/  Subsection  (c/  of  section  857  is  amend- 
ed by  striking  out  "section  116  (relating  to 
an  exclusion  for  dividends  received  by  indi- 
viduals/, and". 

(8/  The  table  of  sections  for  part  III  of  sub- 
chapter B  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  116. 

(c/  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31.  1986. 

SEC.  (13.  SOSDBDiCTIBIUTY  OF  STOCK  REDEMP- 
TIOS  EXPENSES. 

(a/  In  General.— Section  162  (relating  to 
trade  or  business  expenses/,  is  amended  by 
redesignating  subsection  (1/  as  subsection 
(m/  and  inserting  after  subsection  (k/  the 
following  new  subsection: 

"III  Stock  Redemption  Expenses.— 
"(II  In  general.— Except  as  provided  in 
paragraph  (2/.  no  deduction  otherwise  al- 
lowable shall  be  allowed  under  this  chapter 
for  any  amount  paid  or  incurred  by  a  corpo- 
ration in  connection  with  the  redemption  of 
its  stock. 

"(2/  Exceptions— Paragraph  (1/  shall  not 
apply  to— 

"(A/  Certain  specific  deductions.— Any— 

"(i/  deduction  allowable  under  section  163 
(relating  to  interest/,  or 

"(ii/  deduction  for  diindends  paid  (within 
the  meaning  of  section  5611. 

"(B/  Stock  of  certain  regulated  invest- 
ment COMPANIES.— Any  amount  paid  or  in- 
curred in  connection  with  the  redemption  of 
any  stock  in  a  regulated  investment  compa- 
ny which  issues  only  stock  which  is  redeem- 
able upon  the  demand  of  the  shareholder  " 

(b/  Effective  Date. -The  amendments 
made  by  subsection  (ai  shall  apply  to  any 
amount  paid  or  incurred  after  February  28. 
1986.  in  taxable  years  ending  after  such 
date. 

SEC  tl4.  REDICTIOS  IS  STOCK  BASIS  FOR  VO.V- 
TAXED  PORTIOS  OF  EXTRAORDISARY 
DIVIDENDS 

(a/  2-Year  Holding  Requirement.— 

(1/  In  general— Section  1059(a/  (relating 
to  corporate  shareholders  basis  in  stock  re- 
duced by  nontaxed  portion  of  extraordinary 
dividends/  is  amended  to  read  as  follows: 

"(a/  General  Rule.— If  any  corporation 
receives  any  extraordinary  dividend  with  re- 
spect to  any  share  of  stock  and  such  corpo- 
ration has  not  held  such  stock  for  more  than 
2  years  before  the  dividend  announcement 
date— 

"(1/  Reduction  in  basis.— The  basis  of  such 
corporation  in  such  stock  shall  be  reduced 
(but  not  below  zero/  by  the  nontaxed  portion 
of  such  dividends. 

"(2)  RECOGNmoN  UPON  sale  or  DISPOSrriON 
IN  CERTAIN  CASES.— In  addition  to  any  gain 
recognized  under  thU  chapter,  there  shall  be 
treated  as  gain  from  the  sale  or  exchange  of 
any  stock  for  the  taxable  year  in  which  the 
sale  or  disposition  of  such  stock  occurs  an 
amount  equal  to  the  aggregate  nontaxed 
portions  of  any  extraordinary  dividends 
with  respect  to  such  stock  which  did  not 
reduce  the  basU  of  such  stock  by  reason  of 


the    limitation    on    reducing    basis    below 
zero. " 

(2/  Dividend  announcement  date.— Section 
1059(d/  (relating  to  special  rules/  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  paragraph: 

"(6/  Dividend  announcement  date.— The 
term  'dividend  announcement  date'  means, 
with  respect  to  any  dividend,  the  date  on 
which  the  corporation  declares,  announces, 
or  agrees  to,  the  payment  of  such  dividend, 
whichever  is  the  earliest  " 

(31  Conforming  Amendment.— Section 
1059(d/(3/  (relating  to  determination  of 
holding  period/  is  amended  by  striking  out 
"1  year"  and  inserting  in  lieu  thereof  "2 
years". 

(b)  Extraordinary  Dividend  May  Be  De- 
termined BY  Reference  to  Fair  Market 
Value.— Section  1059(c/  (defining  extraordi- 
nary dividend/  is  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 

"(4/  Fair  market  value  determination.— If 
the  taxpayer  establishes  to  the  satisfaction 
of  the  Secretary  the  fair  market  value  of  any 
share  of  stock  as  of  the  day  before  the  ex-div- 
idend date,  the  taxpayer  may  elect  to  apply 
paragraphs  (1/  and  (3/  by  substituting  such 
value  for  the  taxpayer's  adjusted  basis. " 
(c/  Time  for  Reduction  in  Basis.— 
(1/  In  general.— Paragraph  (1)  of  section 
1059(d/  (relating  to  time  for  reduction/  is 
amended  to  read  as  follows: 
"(1/  Time  for  reduction.— 
"(A/  In  general.— Except  as  provided  in 
subparagraph   (B/,   any  reduction  in  basis 
under  subsection  (a/(l/  shall  occur  immedi- 
ately before  any  sale  or  disposition  of  the 
stock. 

"(B/  Special  rule  for  computing  extraor- 
dinary dividend.— In  determining  a  taxpay- 
er's adjusted  basis  for  purposes  of  subsection 
(c/(l/,  any  reduction  in  basis  under  subsec- 
tion (aid/  by  reason  of  a  prior  distribution 
which  was  an  extraordinary  dividend  shall 
be  treated  as  occurring  at  the  beginning  of 
the  ex-dividend  date  for  such  distribution.  " 
(2/  Conforming  amendment.— Section 
1059(c/(l/  is  amended  by  striking  out  "(de- 
termined without  regard  to  this  section/". 

(d/  No  Extraordinary  Dividend  Where 
Stock  Held  During  Entire  Existence  of 
Corporation— Section  1059(d/  (relating  to 
special  rules/  is  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 
"(7/  Exception  where  stock  held  during 

ENTIRE    EXISTENCE    OF    CORPORATION.— SubsCC- 

tion  (a/  shall  not  apply  to  any  extraordi- 
nary dividend  with  respect  to  any  share  of 
stock  of  a  corporation  if— 

"(A/  such  stock  was  held  by  the  taxpayer 
during  the  entire  period  such  corporation 
(and  any  precedessor  corporation/  was  in 
existence, 

"(B/  except  as  provided  in  regulations,  the 
only  earnings  and  profits  of  such  corpora- 
tion were  earnings  and  profits  accumulated 
by  such  corporation  (or  any  predecessor  cor- 
poration/ during  such  period,  and 

"(C/  the  application  of  this  paragraph  to 
such  dividend  is  not  inconsistent  with  the 
purposes  of  this  section. " 

(e/  Certain  Liquidations  and  Redemptions 
Treated  As  Extraordinary  Dividends; 
QuAUFYiNG  Dividends  Not  Treated  as  Ex- 
traordinary Dividends;  Special  Rule  for 
Preferred  Dividends.— Section  1059  (relat- 
ing to  extraordinary  dividends/  is  amended 
by  redesignating  subsection  (e/  as  subsec- 
tion (f/  and  by  adding  after  subsection  (d/ 
the  following  new  subsection: 

"(e/  Special  Rules  for  Certain  Distribu- 
tions.— 

"(1/   Treatment  of  partial  uqvidations 

AND   non-pro   rata    REDEMPTIONS.— ExCept    aS 
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otherwise  provided   in   regulations,    in   the 
case  of  any  redemption  of  stock  which  is— 

"(A/  part  of  a  partial  liquidation  (within 
the  meaning  of  section  302(e//  of  the  redeem- 
ing corporation,  or 

"(B/  not  pro  rata  as  to  all  shareholders, 
any  amount  treated  as  a  dividend  under  sec- 
tion 301  with  respect  to  such  redemption 
shall  be  treated  as  an  extraordinary  divi- 
dend for  purposes  of  this  section  (without 
regard  to  the  holding  period  of  the  stock/. 

"(2/  Qualifying  dividends.— Except  as  pro- 
vided in  regulations,  the  term  extraordi- 
nary dividend'  shall  not  include  any  quali- 
fying dividend  (within  the  meaning  of  sec- 
tion 243(bl(l//. 

"(3/  Qualified  preferred  dividends.— 

"(A/  In  general.— a  qualified  preferred 
dividend  shall  be  treated  as  an  extraordi- 
nary diindend- 

"(i/  only  if  the  actual  rate  of  return  of  the 
taxpayer  on  the  stock  with  respect  to  which 
such  dividend  was  paid  exceeds  15  percent 
or 

"(ii/  if  clause  (i)  does  not  apply,  and  the 
taxpayer  disposes  of  such  stock  before  the 
taxpayer  has  held  such  stock  for  more  than  5 
years,  only  to  the  extent  the  actual  rate  of 
return  exceeds  the  stated  rate  of  return. 

"(B/  Rate  of  return.— For  purposes  of 
subparagraph  (A/— 

"(i/  Actual  rate  of  return.— The  actual 
rate  of  return  shall  be  the  rate  of  return  for 
the  period  for  which  the  taxpayer  held  the 
stock,  determined— 

"(1/  by  only  taking  into  account  dividends 
during  such  period,  and 

"(11/  by  using  the  lesser  of  the  adjusted 
basis  of  the  taxpayer  in  such  stock  or  the  liq- 
uidation preference  of  such  stock. 

"(ii/  Stated  rate  of  return.— The  staled 
rate  of  return  shall  be  the  annual  rate  of  the 
qualified  preferred  dividend  payable  with 
respect  to  any  share  of  stock  (expressed  as  a 
percentage  of  the  amount  described  in  sub- 
paragraph (B/(i/(II//. 

"(C/  Definitions  and  special  rules.— For 
purposes  of  this  paragraph— 

"(i/  Qualified  preferred  dividend.— The 
term  'qualified  preferred  dividend'  means 
any  dividend  payable  with  respect  to  any 
share  of  stock  which— 

"(II  prorndes  for  fixed  preferred  dividends 
payable  not  less  frequently  than  annually, 
and 

"(11/  is  not  in  arrears  as  to  dividends  at 
the  time  the  taxpayer  acquires  the  stock. 

"(ii/  Holding  period.— In  determining  the 
holding  period  for  purposes  of  subparagraph 
(A/(ii/,  subsection  (d/(3/  shall  be  applied  by 
substituting  '5  years' for  '2  years'." 

(f/  Effective  Date.— 

(1/  In  general.- Except  as  provided  in  this 
subsection,  the  amendments  made  by  this 
section  shall  apply  to  dividends  declared 
after  July  18,  1986,  in  taxable  years  ending 
after  such  date. 

(2/  AGGREGATION.-For  purposcs  of  section 
1059(c/(3/  of  the  Internal  Revenue  Code  of 
1986,  dividends  declared  after  July  18,  1986, 
shall  not  be  aggregated  with  dividends  de- 
clared on  or  before  July  18,  1986. 

(3/  Redemptions.— Section  10S9(e/(l/  of  the 
Internal  Revenue  Code  of  1986  (as  added  by 
subsection  (e//  shall  apply  to  dividends  de- 
clared after  the  date  of  the  enactment  of  this 
Act  in  taxable  years  ending  after  such  date. 
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Subtitle  C— Limitation  on  Net  Operating  Lot* 
Carryforwardt  and  Excett  Credit  Carryforwards 

SEC.  S2I.  LIMITATION  ON  NET  OPERATING  LOSS  CAR- 
RYFORWARDS. 

(a)  In  General.— Section  382  (relating  to 
special  limitations  on  net  operating  loss 
carryovers)  is  amended  to  read  as  follows: 

•■SEC.  3S2.  LIMITATION  ON  NET  OPERATING  LOSS 
CARRYFORWARDS  AND  CERTAIN 
BUILT-IN  LOSSES  FOLLOWING  OWNER- 
SHIP CHANGE. 

"(a)  General  Rule.— The  amount  of  the 
taxable  income  of  any  new  loss  corporation 
for  any  post-change  year  which  may  be 
offset  by  pre-change  losses  shall  not  exceed 
the  section  382  limitation  for  such  year. 

"(b)  Section  382  Limitation.— For  purposes 
of  this  section— 

"(1)  In  GENERAL.-Except  as  otherwise  pro- 
vided in  this  section,  the  section  382  limita- 
tion for  any  post-change  year  is  an  amount 
equal  to— 

"(A)  the  value  of  the  old  loss  corporation, 
multiplied  by 

"(B)  the  long-term  tax-exempt  rate. 

"(2)  Carryforward  of  unused  limita- 
TioN.—lf  the  section  382  limitation  for  any 
post-change  year  exceeds  the  taxable  income 
of  the  new  loss  corporation  for  such  year 
which  was  offset  by  pre-change  losses,  the 
section  382  limitation  for  the  next  post- 
change  year  shall  be  increased  by  the 
amount  of  such  excess. 

"(3)  Special  rule  for  post-change  year 

WHICH  INCLUDES  CHANGE  DATE.— In  the  COSC  Of 

any   post-change   year  which   includes   the 
change  date— 

"(A)  Limitation  does  not  apply  to  taxable 
income  before  change.— Subsection  (a)  shall 
not  apply  to  the  portion  of  the  taxable 
income  for  such  year  which  is  allocable  to 
the  period  in  such  year  on  or  before  the 
change  date.  Except  as  provided  in  subsec- 
tion (h)(5)  and  in  regulations,  taxable 
income  shall  be  allocated  ratably  to  each 
day  in  the  year. 

"(B)  Limitation  for  period  after 
change.— For  purposes  of  applying  the  limi- 
tation of  subsection  (a)  to  the  remainder  of 
the  taxable  income  for  such  year,  the  section 
382  limitation  shall  be  an  amount  which 
bears  the  same  ratio  to  such  limitation  (de- 
termined without  regard  to  this  paragraph) 
as— 

"(i)  the  number  of  days  in  such  year  after 
the  change  date,  bears  to 
"(ii)  the  total  number  of  days  in  such  year. 
"(c)  Carryforwards  Disallowed  if  Conti- 
NUFTY  OF  Business  Requirements  Not  Met.— 
"(1)  In  GENERAL.-Except  as  provided  in 
paragraph  (2),  if  the  new  loss  corporation, 
does  not  continue  the  business  enterprise  of 
the  old  loss  corporation  at  all  times  during 
the  2-year  period  l>eginning  on  the  change 
date,  the  section  382  limitation  for  any  post- 
change  year  shall  be  zero. 

"(2)  Exception  for  certain  gains.— The 
section  382  limitation  for  any  post-change 
year  shall  not  be  less  than  the  sum  of— 

"(A)  any  increase  in  such  limitation 
under— 

"(i)  subsection  (h)(1)(A)  for  recognized 
built-in  gains  for  such  year,  and 

"(ii)  subsection  (h)(1)(C)  for  gain  recog- 
nized by  reason  of  an  election  under  section 
338,  plus 

"(B)  any  increase  in  such  limitation 
under  subsection  (b)(2)  for  amounts  de- 
scribed in  subparagraph  (A)  which  are  car- 
ried forward  to  such  year. 

"(d)  Pre-Chanoe  Loss  and  Post-Change 
Year.— For  purposes  of  this  section— 

"(1)  Pre-change  loss.— The  term  'pre- 
change  loss'  means— 


"(A)  any  net  operating  loss  carryforward 
of  the  old  loss  corporation  to  the  taxable 
year  ending  with  the  ownership  change  or  in 
which  the  change  date  occurs,  and 

"(B)  the  net  operating  loss  of  the  old  loss 
corporation  for  the  taxable  year  in  which 
the  ownership  change  occurs  to  the  extent 
such  loss  is  allocable  to  the  period  in  such 
year  on  or  before  the  change  date. 
Except  as  provided  in  subsection  (h)(5l  and 
in  regulations,  the  net  operating  loss  shah, 
for  purposes  of  subparagraph  (B).  be  allocat- 
ed ratably  to  each  day  in  the  year. 

"(2)  Post-change  year.— The  term  'post- 
change  year'  means  any  taxable  year  ending 
after  the  change  date. 

"(e)  Value  of  Old  Loss  Corporation.— For 
purposes  of  this  section— 

"(1)  In  general.- Except  as  otherwise  pro- 
vided in  this  subsection,  the  value  of  the  old 
loss  corporation  is  the  value  of  the  stock  of 
such  corporation  (including  any  stock  de- 
scribed in  section  1504(a)(4))  immediately 
before  the  ownership  change. 

"(2)  Special  rule  in  the  case  of  redemp- 
tion.—If  a  redemption  occurs  in  connection 
with  an  ownership  change,  the  value  under 
paragraph  (1)  shall  be  determined  after 
taking  such  redemption  into  accoufiL 

"(f)  Long-Term  Tax-Exempt  Rate.— For 
purposes  of  this  section— 

"(1)  In  general.— TTie  long-term  tax- 
exempt  rate  shall  be  the  highest  of  the  ad- 
justed Federal  long-term  rates  in  effect  for 
any  month  in  the  3-calendar-month  period 
ending  with  the  calendar  month  in  which 
the  change  date  occurs. 

"(2)  Adjusted  federal  long-term  rate.— 
For  purposes  of  paragraph  (1).  the  term  'ad- 
justed Federal  long-term  rate'  means  the 
Federal  long-term  rate  determined  under 
section  1274(d).  except  that— 

"(A)  paragraphs  (2)  and  (3)  thereof  shall 
not  apply,  and 

"(B)  such  rate  shall  be  properly  adjusted 
for  differences  between  rates  on  long-term 
taxable  and  tax-exempt  obligations. 

"(g)  Ownership  Change.— For  purposes  of 
this  section— 

"(1)  In  GENERAL.— There  is  an  ownership 
change  if  immediately  after  any  owner  shift 
involving  a  5-percent  shareholder  or  any 
equity  structure  shift— 

"(A)  the  percentage  of  the  stock  of  the  new 
loss  corporation  owned  by  1  or  more  5-per- 
cent shareholders  has  increased  by  more 
than  50  percentage  points,  over 

"(B)  the  lowest  percentage  of  stock  of  the 
old  loss  corporation  (or  any  predecessor  cor- 
poration) owned  by  such  shareholders  at 
any  time  during  the  testing  period. 

"(2)  Owner  shift  involving  s-percent 
shareholder.— There  is  an  owner  shift  in- 
volving a  5-percent  shareholder  if— 

"(A)  there  is  any  change  in  the  respective 
ownership  of  stock  of  a  corporation,  and 

"(Bl  such  change  affects  the  percentage  of 
stock  of  such  corporation  owned  by  any 
person  who  is  a  5-percent  shareholder  before 
or  after  such  change. 
"(3)  Equity  structure  shift  defined.— 
"(A)  In  general.— The  term  'equity  struc- 
ture shift'  means  any  reorganization 
(within  Uie  meaning  of  section  368).  Such 
term  shall  not  include— 

"(i)  any  reorganization  described  in  sub- 
paragraph (D)  or  (G)  of  section  368(a)(1) 
unless  the  requirements  of  section  354(b)(1) 
are  met,  and 

"(ii)  any  reorganization  described  in  sub- 
paragraph (F)  of  section  368(a)(1). 

"(B)  Taxable  reorganization-type  trans- 
actions, etc.— To  the  extent  provided  in  reg- 
ulations, the  term  'equity  structure  shift'  in- 


cludes taxable  reorganization-type  transac- 
tions, public  offerings,  and  similar  transac- 
tions. 

"(4)  Special  rules  for  appucation  of  sub- 
section.- 

"(A)  Treatment  of  less  than  s-percent 
shareholders.— Except  as  provided  in  sub- 
paragraphs (B)(i)  and  (C).  in  determining 
whether  an  ownership  change  has  occurred, 
all  stock  owned  by  shareholders  of  a  corpo- 
ration who  are  not  5-percent  shareholders  of 
such  corporation  shall  be  treated  as  stock 
owned  by  1  5-percent  shareholder  of  such 
corporation. 

"(B)  Coordination  with  equtty  structure 
shifts.— For  purposes  of  determining  wheth- 
er an  equity  structure  shift  (or  subsequent 
transaction)  is  an  ownership  change— 

"(i)  Less  than  s-percent  shareholders.— 
Subparagraph  (A)  shall  be  applied  separate- 
ly with  respect  to  each  group  of  shareholders 
(immediately  before  such  equity  structure  ■ 
shift)  of  each  corporation  which  was  a  party 
to  the  reorgani':ation  involved  in  such 
equity  structure  shift 

"(HI  Acquisitions  of  stock.  — Unless  a  dif- 
ferent proportion  is  established,  acquisi- 
tions of  stock  after  such  equity  structure 
shift  shall  be  treated  as  being  made  propor- 
tionately' from  all  shareholders  immediately 
before  such  acquisition. 

"iCi  Coordination  with  other  owner 
shifts.— Except  as  provided  in  regulations, 
the  rules  of  subparagraph  (Bl  shall  apply  in 
determining  whether  there  has  been  an 
owner  shift  involving  a  5-percent  sharehold- 
er and  whether  such  shift  (or  subsequent 
transaction!  results  in  an  ownership 
change. 

"(hi  Special  Rules  for  Built-In  Gains  and 
Losses  and   Section  338   Gains.— For  pur- 
poses of  this  section— 
"(11  In  general.— 

"(Al  Net  unrealized  built-in  gain.— 
"Ii)  In  general.— If  the  old  loss  corpora- 
tion has  a  net  unrealized  built-in  gain,  the 
section  382  limitation  for  any  recognition 
period  taxable  year  shall  be  increased  by  the 
recognized  built-in  gains  for  such  taxable, 
year. 

■'HI  Limitation.— The  increase  under 
clause  (ii  for  any  recognition  period  taxable 
year  shall  not  exceed— 

■■(I)  the  net  unrealized  built-in  gain,  re- 
duced by 

"(ID  recognized  built-in  gains  for  prior 
years  ending  in  the  recognition  period. 
"(B)  Net  unrealized  built-in  loss.— 
"(il  In  general.— If  the  old  loss  corpora- 
tion has  a  net  unrealized  built-in  loss,  the 
recognized  built-in  loss  for  any  recognition 
period  taxable  year  shall  be  subject  to  limi- 
tation under  this  section  in  the  same 
manner  as  if  such  loss  were  a  pre-change 

loss. 

"(ii)  Limitation.— (Clause  (il  shall  apply  to 
recognized  built-in  losses  for  any  recogni- 
tion period  taxable  year  only  to  the  extent 
such  losses  do  not  exceed— 

■•(I)  the  net  unrealized  built-in  loss,  re- 
duced by 

"(II)  recognized  built-in  losses  for  prior 
taxable  years  ending  in  the  recognition 
period. 

"(C)  Section  3is  GAiN.-The  section  382 
limitation  for  any  taxable  year  in  which 
gain  is  recognized  by  reason  of  an  election 
under  section  338  shaU  be  increased  by  the 
excess  of— 

"(i)  the  amount  of  such  gain,  over 

"(ii)  the  portion  of  such  gain  taken  into 
account  in  computing  recognized  built-in 
gains  for  such  taxable  year. 

"(2)  Recognized  built-in  gain  and  loss.— 
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"(A)  Recognized  built-in  gain.— The  term 
'recognized  built-in  gain'  means  any  gain 
recognized  during  the  recognition  period  on 
the  disposition  of  any  asset  to  the  extent  the 
new  loss  corporation  establishes  that— 

"fiJ  such  asset  was  held  by  the  old  loss  cor- 
poration immediately  before  the  change 
date,  and 

"(ii)  such  gain  does  not  exceed  the  excess 
of- 

"(It  the  fair  market  value  of  such  asset  on 
the  change  date,  over 

"(in  the  adjusted  basis  of  such  asset  on 
such  date. 

"IB)  Recognized  built-in  loss.— The  term 
'recognized  built-in  loss '  means  any  loss  rec- 
ognized during  the  recognition  period  on 
the  disposition  of  any  asset  except  to  the 
extent  the  new  loss  corporation  establishes 
that- 

"li)  such  asset  was  not  held  by  the  old  loss 
corporation  immediately  before  the  change 
date,  or 

"Hi)  such  loss  exceeds  the  excess  of— 

"(I)  the  adjusted  basis  of  such  asset  on  the 
change  date,  over 

"III)  the  fair  market  value  of  such  asset  on 
such  date. 

"(3)  Net  vnreauzed  built-in  gain  and  loss 
defined.— 

"lA)  Net  unrealized  built-in  gain  and 
loss.  — 

"(i)  In  general.— The  terms  'net  unrealized 
built-in  gain'  and  'net  unrealized  built-in 
loss'  mean,  with  respect  to  any  old  loss  cor- 
poration, the  amount  by  ir/iic/i— 

"ID  the  fair  market  value  of  the  assets  of 
such  corporation  immediately  before  an 
ownership  change  is  more  or  less,  respective- 
ly, than 

"III/  the  aggregate  adjusted  basis  of  such 
assets  at  such  time. 

"Hi)  Special  rule  for  redemptions.— If  a 
redemption  occurs  in  connection  with  an 
ownership  change,  determinations  under 
clause  Ii)  shall  be  made  after  taking  such  re- 
demption into  account. 

"(B)  Threshold  requirement.— 

"Ii)  If  the  amount  of  the  net  unrealized 
built-in  gain  or  net  unrealized  built-in  loss 
Idetermined  without  regard  to  this  subpara- 
graph) of  any  old  loss  corporation  is  not 
greater  than  25  percent  of  the  amount  deter- 
mined for  purposes  of  subparagraph 
(A)(i)il).  the  net  unrealized  built-in  gain  or 
net  unrealized  built-in  loss  shall  be  zero. 

"Hi)  Cash  and  cash  items  not  taken  into 
ACCOUNT.— In  computing  any  net  unrealized 
built-in  gain  or  net  unrealized  built-in  loss 
under  clause  Ii),  there  sh(Ul  not  be  taken 
into  account— 

"ID  any  cash  or  cash  item,  or 

"III)  any  marketable  security  which  has  a 
value  which  does  not  substantially  differ 
from  adjusted  basis. 

"14)  Disallowed  loss  treated  as  a  net  op- 
erating LOSS.— If  a  deduction  for  any  por- 
tion of  a  recognized  built-in  loss  is  disal- 
lowed for  any  post-change  year,  such  por- 
tion— 

"lA)  shall  be  carried  forward  to  subsequent 
taxable  years  under  rules  similar  to  the  rules 
for  the  carrying  forward  of  net  operating 
losses,  but 

"(B)  shall  be  subject  to  limitation  under 
this  section  in  the  same  manner  as  a  pre- 
change  loss. 
"IS)  Special  rules  for  post-change  year 

WHICH  INCLUDES  CHANGE  DATE.—For  VUrpoSCS 

of  subsection  (b)(3)— 

"(A)  in  applying  subparagraph  (A)  thereof 
taxable  income  shall  be  computed  without 
regard  to  recognized  built-in  gains  and 
losses,  and  gain  described  in  paragraph 
IDIC),  for  the  year,  and 


"IB)  in  applying  subparagraph  IB)  there- 
of the  section  382  limitation  shall  be  com- 
puted without  regard  to  recognized  built-in 
gains,  and  gain  described  in  paragraph 
IDIC),  for  the  year. 

"16)  Secretary  may  treat  certain  deduc- 
tions AS  BUILT-IN  losses.— The  Secretary  may 
by  regulation  treat  amounts  which  accrue 
on  or  before  the  change  date  but  which  are 
allowable  as  a  deduction  after  such  date  as 
recognized  built-in  losses. 
"17)  Recognition  period,  etc.— 
"lA)  Recognition  period.— The  term  'rec- 
ognition period'  means,  with  respect  to  any 
ownership  change,  the  5-year  period  begin- 
ning on  the  change  date. 

"IB)  Recognition  period  taxable  year.— 
The  term  'recognition  period  taxable  year' 
means  any  taxable  year  any  portion  of 
which  is  in  the  recognition  period. 

"18)  Determination  of  fair  market  value 
IN  certain  CASES.-lf  80  percent  or  more  in 
value  of  the  stock  of  a  corporation  is  ac- 
quired in  1  transaction  lor  in  a  series  of  re- 
lated transactions  during  any  12-month 
period),  for  purposes  of  determining  the  net 
unrealized  built-in  loss,  the  fair  market 
value  of  the  assets  of  such  corporation  shall 
not  exceed  the  grossed  up  amount  paid  for 
such  stock  properly  adjusted  for  indebted- 
ness of  the  corporation  and  other  relevant 
items. 

"191  Tax-free  exchanges  or  transfers.— 
The  Secretary  shall  prescribe  such  regula- 
tions as  may  be  necessary  to  carry  out  the 
purposes  of  this  subsection  where  property 
held  on  the  change  date  is  transferred  in  a 
transaction  where  gain  or  loss  is  not  recog- 
nized lin  whole  or  in  part). 

"Ii)  Testing  Period.— For  purposes  of  this 
section— 

"ID  3-YEAR  PERIOD.— Except  OS  Otherwise 
provided  in  this  section,  the  testing  period  is 
the  3-year  period  ending  on  the  day  of  any 
owner  shift  involving  a  5-percent  sharehold- 
er or  equity  structure  shift. 

"12)  Shorter  period  where  there  has  been 
RECENT  OWNERSHIP  CHANGE.— If  there  has  been 
an  ownership  change  under  this  section,  the 
testing  period  for  determining  whether  a 
2nd  ownership  change  has  occurred  shall 
not  begin  before  the  1st  day  following  the 
change  date  for  such  earlier  ownership 
change. 
"13)   Shorter   period    where  all   losses 

ARISE  AFTER  3-YEAR  PERIOD  BEGINS.— The  test- 
ing period  shall  not  begin  before  the  1st  day 
of  the  1st  taxable  year  from  which  there  is  a 
carryforward  of  a  loss  or  of  an  excess  credit 
to  the  1st  post-change  year.  Except  as  pro- 
vided in  regulations,  this  paragraph  shall 
not  apply  to  any  loss  corporation  which  has 
a  net  unrealized  built-in  loss  Idetermined 
after  application  of  subsection  ih)i3)iB)). 

"Ij)  Change  DATE.—For  purposes  of  this 
section,  the  change  date  is— 

"ID  in  the  case  where  the  last  component 
of  an  ownership  change  is  an  owner  shift  in- 
volving a  S-percent  shareholder,  the  date  on 
which  such  shift  occurs,  and 

"12)  in  the  case  where  the  last  component 
of  an  ownership  change  is  an  equity  struc- 
ture shift,  the  date  of  the  reorganization. 

"Ik)  Definitions  and  Special  Rules.— For 
purposes  of  this  section— 

"ID  Loss  CORPORATION.— The  term  loss 
corporation'  means  a  corporation  entitled 
to  use  a  net  operating  loss  carryover.  Except 
to  the  extent  provided  in  regulations,  such 
term  includes  any  corporation  with  a  net 
unrealized  built-in  loss. 

"12)  Old  loss  corporation.— The  term  'old 
loss  corporation'  means  any  corporation 
with  respect  to  which  there  is  an  ownership 

change- 
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"(A)  which  (before  the  ownership  change) 
was  a  loss  corporation,  or 

"IB)  with  respect  to  which  there  is  a  pre- 
change  loss  described  in  subsection 
Id)lD(B). 

"13)  New  loss  corporation.— The  term 
'new  loss  corporation'  means  a  corporation 
which  (after  an  ownership  change)  is  a  loss 
corporation.  Nothing  in  this  section  shall  be 
treated  as  implying  that  the  same  corpora- 
tion may  not  be  both  the  old  loss  corpora- 
tion and  the  new  loss  corporation. 

"(4)  Taxable  income.— Taxable  income 
shall  be  computed  with  the  modifications  set 
forth  in  section  1 72ld). 

"15)  Value.— The  term  'value'  means  fair 
market  value. 

"16)  Rules  relating  to  stock.— 

"lA)  Preferred  stock.— Except  as  provid- 
ed in  regulations  and  subsection  le),  the 
term  'stock'  means  stock  other  than  stock  de- 
scribed in  section  1504la)l4). 

"IB)  Treatment  of  certain  rights,  etc.— 
The  Secretary  shall  prescribe  such  regula- 
tions as  may  be  necessary— 

"Ii)  to  treat  warrants,  options,  contracts 
to  acquire  stock,  convertible  debt  interests, 
and  other  similar  interests  as  stock,  and 

"Hi)  to  treat  stock  as  not  stock. 

"lO  Determinations  on  basis  of  value.— 
Determinations  of  the  percentage  of  stock  of 
any  corporation  held  by  any  person  shall  be 
made  on  the  basis  of  value. 

"17)  5-percent  shareholder.— The  term  '5- 
percent  shareholder'  means  any  person  hold- 
ing 5  percent  or  more  of  the  stock  of  the  cor- 
poration at  any  time  during  the  testing 
period. 

"ID  Certain  Additional  Operating 
Rules.— For  purposes  of  this  section— 

"ID   Certain  capital   contributions  not 

TAKEN  INTO  ACCOUNT.— 

"lA)  In  GENERAL.— Any  capital  contribu- 
tion received  by  an  old  loss  corporation  as 
part  of  a  plan  a  principal  purpose  of  which 
is  to  avoid  or  increase  any  limitation  under 
this  section  shall  not  be  taken  into  account 
for  purposes  of  this  section. 

"IB)  Certain  contributions  treated  as 
PART  OF  PLAN.— For  purposcs  of  Subparagraph 
lA).  any  capital  contribution  made  during 
the  2-year  period  ending  on  the  change  date 
shall,  except  as  provided  in  regulations,  6e 
treated  as  part  of  a  plan  described  in  sub- 
paragraph (A). 

"12)  Ordering  rules  for  application  of 

SECTION.— 

"lA)  Coordination  with  section  mlb)  car- 
ryover RULES.— In  the  case  of  any  pre- 
change  loss  for  any  taxable  year  Ihereinafter 
in  this  subparagraph  referred  to  as  the  loss 
year')  subject  to  limitation  under  this  sec- 
tion, for  purposes  of  determining  under  the 
2nd  sentence  of  section  172lb)l2)  the  amount 
of  such  loss  which  may  be  carried  to  any 
taxable  year,  taxable  income  for  any  taxable 
year  shall  be  treated  as  not  greater  than— 

"Ii)  the  section  382  limitation  for  such 
taxable  year,  reduced  by 

"Hi)  the  unused  pre-change  losses  for  tax- 
able years  preceding  the  loss  year. 
Similar  rules  shall  apply  in  the  case  of  any 
credit  or  loss  subject  to  limitation  under  sec- 
tion 383. 

"IB)  Ordering  rule  for  losses  carried 
FROM  SAME  TAXABLE  YEAR.— In  any  cosc  in 
which— 

"Ii)  a  pre-change  loss  of  a  loss  corporation 
for  any  taxable  year  is  subject  to  a  section 
382  limitation,  and 

"Hi)  a  net  operating  loss  of  such  corpora- 
tion from  such  taxable  year  is  not  subject  to 
such  limitation. 
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taxable  income  shall  be  treated  as  having 
been  offset  first  by  the  loss  subject  to  such 
limitation. 

"(3)  Operating  rules  relating  to  owner- 
ship of  stock.— 

"(A)  Constructive  ownership.— Section 
318  (relating  to  constructive  ownership  of 
stock)  shall  apply  in  determining  ownership 
of  stock,  except  that— 

"(if  paragraphs  (1)  and  (SKB)  of  section 
3Wa)  shall  not  apply  and  an  individual 
and  all  members  of  his  family  described  in 
paragraph  (1)  of  section  318(a)  shall  be 
treated  as  1  individual  for  purposes  of  ap- 
plying this  section, 

"(ii)  paragraph  (2)  of  section  318(a)  shall 
be  applied— 

"(I)  without  regard  to  the  SOpercent  limi- 
tation contained  in  subparagraph  (C)  there- 
of, and 

"(II)  except  as  provided  in  regulations,  by 
treating  stock  attributed  thereunder  as  no 
longer  being  held  by  the  entity  from  which 
attributed, 

"(Hi)  paragraph  (3)  of  section  318(a)  shall 
be  applied  only  to  the  extent  provided  in 
regulations,  and 

"(iv)  except  to  the  extent  provided  in  regu- 
lations, paragraph  (4)  of  section  318(a)  shall 
apply  to  an  option  if  such  application  re- 
sults in  an  ownership  change. 
A  rule  similar  to  the  rule  of  clause  (iv)  shall 
apply  in  the  case  of  any  contingent  pur- 
chase, warrant,  convertible  debt,  put,  stock 
subject  to  a  risk  of  forfeiture,  contract  to  ac- 
quire stock,  or  similar  interests. 

"(B)  Stock  acquired  by  reason  of  death, 

GIFT,  divorce,  separation,  ETC.— If— 

"(i)  the  basis  of  any  stock  in  the  hands  of 
any  person  is  determined— 

"ID  under  section  1014  (relating  to  proper- 
ty acquired  from  a  decedent), 

"(ID  section  1015  (relating  to  property  ac- 
quired by  a  gift  or  transfer  in  trust),  or 

"(III)  section  1041(b)(2)  (relating  to  trans- 
fers of  property  between  spouses  or  incident 
to  divorce, 

"(ii)  stock  is  received  by  any  person  in  sat- 
isfaction of  a  right  to  receive  a  pecuniary 
bequest,  or 

"(Hi)  stock  is  acquired  by  a  person  pursu- 
ant to  any  divorce  or  separation  instrument 
(within  the  meaning  of  section  71(b)(2)), 
such  person  shall  be  treated  as  owning  such 
stock  during  the  period  such  stock  was 
owned  by  the  person  from  whom  it  was  ac- 
quired. 

"(C)  Special  rule  for  employee  stock 
ownership  plans.— 

"(i)  In  general.- Except  as  provided  in 
clause  (ii),  the  acquisition  of  employer  secu- 
rities (uiithin  the  meaning  of  section  409(1)) 
by- 

"(I)  a  tax  credit  employee  stock  ownership 
plan  or  an  employee  stock  ownership  plan 
(within  the  meaning  of  section  4975(e)(7)), 
or 

"(II)  a  participant  of  any  such  plan  pur- 
suant to  the  requirements  of  section  409(h), 
shall  not  be  taken  into  account  in  determin- 
ing whether  an  ovmership  change  has  oc- 
curred. 

"(ii)  Ownership  and  allocation  require- 
ments.—Subclause  II)  of  clause  (i)  shall  not 
apply  to  any  acquisition  unless— 

"(I)  immediately  after  such  acquUition 
the  plan  holds  stock  meeting  the  require- 
ments of  section  1042lb)(2).  except  that  such 
section  shall  be  applied  by  substituting  '50 
percent' for  '30  percent',  and 

"(II)  the  plan  meets  requirements  similar 
to  the  requirements  of  section  409(n). 

"ID)  Certain  changes  in  percentage  own- 
ership which  are  attributable  to  fluctua- 


tions IN  value  not  taken  into  account.— 
Except  as  provided  in  regulations,  any 
change  in  proportionate  ownership  which  is 
attributable  solely  to  fluctuations  in  the  rel- 
ative fair  market  values  of  different  classes 
of  stock  shall  not  be  taken  into  account 

"(4)  Reduction  in  value  where  substan- 
tial NONBUSINESS  ASSETS.— 

"(A)  In  general.— If  immediately  after  an 
ownership  change,  the  new  loss  corporation 
has  substantial  nonbusiness  assets,  the 
value  of  the  old  loss  corporation  shall  be  re- 
duced by  the  excess  (if  any)  of— 

"(i)  the  fair  market  value  of  the  nonbusi- 
ness assets  of  the  old  loss  corporation^  over 
"(ii)  the  nonbusiness  asset  share  of  indebt- 
edness for  which  such  corporation  is  liable. 
"(B)  Corporation  having  substantial  non- 
business ASSETS.— For  purposes  of  subpara- 
graph (A)— 

"(i)  In  general.— The  old  loss  corporation 
shall  be  treated  as  having  substantial  non- 
business assets  if  at  least  '/,  of  the  value  of 
the  total  assets  of  such  corporation  consists 
of  nonbusiness  assets. 

"(ii)  Exception  for  certain  investment  en- 
TTTIES.—A  regulated  investment  company  to 
which  part  I  of  subchapter  M  applies,  a  real 
estate  investment  trust  to  which  part  II  of 
subchapter  M  applies,  or  a  real  estate  mort- 
gage pool  to  which  part  IV  of  subchapter  M 
applies,  shall  not  be  treated  as  a  new  loss 
corporation  having  substantial  nonbxisiness 
assets. 

"(C)  Nonbusiness  assets.— For  purposes  of 
this  paragraph  the  term  'nonbusiness 
assets'  means  assets  held  for  investment 

"(D)  Nonbusiness  asset  share.— For  pur- 
poses of  this  paragraph  the  nonbusiness 
asset  share  of  the  indebtedness  of  the  corpo- 
ration is  an  amount  which  bears  the  same 
ratio  to  such  indebtedness  as— 

"(i)  the  fair  market  value  of  the  nonbusi- 
ness assets  of  the  corporation,  bears  to 

"(ii)  the  fair  market  value  of  all  assets  of 
such  corporation. 

"(E)  Treatment  of  subsidiaries.— For  pur- 
poses of  this  paragraph  stock  and  securities 
in  any  subsidiary  corporation  shall  be  disre- 
garded and  the  parent  corporation  shall  be 
deemed  to  own  its  ratable  share  of  the  sub- 
sidiary's assets.  For  purposes  of  the  preced- 
ing sentence,  a  corporation  shall  be  treated 
as  a  subsidiary  if  the  parent  owns  50  per- 
cent or  more  of  the  combined  voting  power 
of  all  classes  of  stock  entitled  to  vote,  and  50 
percent  or  more  of  the  total  value  of  shares 
of  all  classes  of  stock. 
"(51  Title  it  or  similar  case.— 
"(A)  In  general.— Subsection  (a)  shall  not 
apply  to  any  ownership  change  if— 

"(i)  the  old  loss  corporation  is  (immediate- 
ly before  such  ownership  change)  under  the 
jurisdiction  of  the  court  in  a  title  11  or  simi- 
lar case,  and 

"(ii)  the  shareholders  and  creditors  of  the 
old  loss  corporation  (determined  immediate- 
ly before  such  ownership  change)  own  (im- 
mediately after  such  ownership  change) 
stock  of  the  new  loss  corporation  (or  stock  of 
controlling  corporation  if  also  in  bankrupt- 
cy) which  meets  the  requirements  of  section 
1504(a)(2)  (determined  by  substituting  '50 
percent'  for  '80  percent'  each  place  it  ap- 
pears). 

"(B)  Reduction  for  interest  payments  to 
creditors  becoming  shareholders.— In  any 
case  to  which  subparagraph  (A)  applies,  the 
net  operating  loss  deduction  under  section 
1 72(a)  for  any  post-change  year  shall  be  de- 
termined as  if  no  deduction  was  allowable 
under  this  chapter  for  the  interest  paid  or 
accrued  by  the  old  loss  corporation  on  in- 
debtedness which  was  converted  into  stock 
pursuant  to  title  11  or  similar  case  during— 


"(i)  any  taxable  year  ending  during  the  3- 
year  period  preceding  the  taxable  year  in 
which  the  ovmership  change  occurs,  and 

"Hi)  the  period  of  the  taxable  year  in 
which  the  ownership  change  occurs  on  or 
before  the  change  date. 

"(C)  Reduction  of  carryforwards  where 
DISCHARGE  OF  INDEBTEDNESS.— In  any  case  to 
which  subparagraph  (A)  applies,  the  pre- 
change  losses  and  excess  credits  (within  the 
meaning  of  section  383(a)(2))  which  may  be 
carried  to  a  .post-change  year  shall  be  com- 
puted as  if  50  percent  of  the  amxjunt  which 
but  for  the  application  of  section 
108(e)(10)(B).  would  have  been  includible  in 
gross  income  for  any  taxable  year  had  been 
so  included. 

"(D)  Section  3S2  limitation  zero  if  an- 
other CHANGE  WITHIN  2  YEARS.— If  during  the 
2-year  period  immediately  following  ari^ 
ownership  change  to  which  this  paragraph 
applies,  an  ownership  change  of  the  new  loss  , 
corporation  occurs,  this  paragraph  shall  not 
apply  and  the  section  382  limitation  with 
respect  to  the  2nd  ownership  change  for  any 
post-change  year  ending  after  the  change 
date  of  the  2nd  ownership  change  shall  be 
zero. 

"(E)  Only  certain  stock  of  creditors 
taken  into  account.— For  purposes  of  sub- 
paragraph (AXii).  stock  transferred  to  a 
creditor  in  satisfaction  of  indebtedness  shall 
be  taken  into  account  only  if  such  indebted- 
ness— 

"(i)  was  held  by  the  creditor  at  least  18 
monttis  before  the  date  of  the  filing  of  the 
title  11  or  similar  case,  or 

"(ii)  arose  in  the  ordinary  course  of  the 
trade  or  business  of  the  old  loss  corporation 
and  is  held  by  the  person  who  at  all  times 
held  the  beneficial  interest  in  such  indebted- 
ness. 

"(F)  Special  rule  for  certain  hnancial  in- 
stitutions. — 

"(i)  In  general.— In  the  case  of  any  owner- 
ship change  to  which  this  subparagraph  ap- 
plies, this  paragraph  shall  be  applied— 

"(I)  by  substituting  20  percent' for  50  per- 
cent'in  subparagraph  (A)(ii).  and 

"(II)  without  regard  to  subparagraphs  (B) 
and  (C). 

"(ii)  Special  rule  for  depositors.— For 
purposes  of  applying  this  paragraph  to  an 
ownership  change  to  which  this  subpara- 
graph applies— 

"(I)  a  depositor  in  the  old  loss  corporation 
shall  be  treated  as  a  stockholder  in  such  loss 
corporation  immediately  before  the  change. 

"(II)  deposits  which,  after  the  change, 
become  deposits  of  the  new  loss  corporation 
shall  be  treated  as  stock  of  the  new  loss  cor- 
poration, and 

"(III)  the  fair  market  value  of  the  out- 
standing stock  of  the  new  loss  corporation 
shall  include  deposits  described  in  subclause 
(II). 

"(Hi)  Cha'nges  to  which  subparagraph  ap- 
plies.—This  subparagraph  shall  apply  to— 

"(I)  an  equity  structure  shift  which  is  a  re- 
organization described  in  section 
368(a)(3)(D)(ii),  or 

"(II)  any  other  equity  structure  shift  (or 
transaction  to  which  section  351  applies) 
which  occurs  as  an  integral  part  of  a  trans- 
action involving  a  change  to  which  sub- 
clause (I)  applies. 

This  subparagraph  shall  not  apply  to  any 
equity  structure  shift  or  transaction  occur- 
ring after  December  31,  1988. 

"(G)  Title  ii  or  similar  case.— For  pur- 
poses of  this  paragraph  the  term  'title  11  or 
similar  case'  has  the  meaning  given  such 
term  by  section  368(a)(3)IA). 
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"(H)  Election  not  to  have  paragraph 
APPLY.— A  new  loss  corporation  may  elect, 
subject  to  suck  terms  and  conditions  as  the 
Secretary  may  prescribe,  not  to  have  the  pro- 
visions of  this  paragraph  apply. 

"(6/  Special  rule  for  /nsolvency  transac- 
tions.—If  paragraph  151  does  not  apply  to 
any  reorganization  described  in  subpara- 
graph (G)  of  section  368ia)ll)  or  any  ex- 
change of  debt  for  stock  in  a  title  11  or  simi- 
lar case  las  defined  in  section  368la)i3HA>). 
the  value  under  subsection  (el  shall  be  the 
value  of  the  new  loss  corporation  immedi- 
ately after  the  ownership  change. 

"(1)  Coordination  with  alternative  mini- 
mum TAX.— The  Secretary  shall  by  regulation 
provide  for  the  application  of  this  section  to 
the  alternative  tax  net  operating  loss  deduc- 
tion under  section  S6id). 

"(m)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  section  and  section  383,  includ- 
ing (but  not  limited  to)  regulations— 

"111  providing  for  the  application  of  this 
section  and  section  383  where  an  ownership 
change  with  respect  to  the  old  loss  corpora- 
tion is  followed  by  an  ownership  change 
with  respect  to  the  new  loss  corporation, 
and 

'  12)  providing  for  the  application  of  this 
section  and  section  383  in  the  case  of  a  short 
taxable  year, 

■I3>  providing  for  such  adjustments  to  the 
application  of  this  section  and  section  383 
as  is  necessary  to  prevent  the  avoidance  of 
the  purposes  of  this  section  and  section  383, 
including  the  avoidance  of  such  purposes 
through  the  use  of  related  persons,  pass-thru 
entities,  or  other  intermediaries, 

"141  providing  for  the  treatment  of  corpo- 
rate contractions  as  redemptions  for  pur- 
poses of  subsections  Ieii2)  and  lhii3iiAi.  and 

'IS>  proiiding  for  the  application  of  sub- 
section ig/14)  where  there  is  only  1  corpora- 
tion involved. " 

ibl  Amendment  or  Section  383.— Section 
383  irelating  to  special  limitations  on 
unused  investment  credits,  etc.)  is  amended 
to  read  as  follows: 

'SEC.     JM.     SPECIAL     LIMITATIOSS    ON     CERTAIN 
EXCESS  CREDITS.  ETC. 

"(a)  Excess  Credits.— 

"(J)  In  aENERAL.-Vnder  regulations,  if  an 
ownership  change  occurs  with  respect  to  a 
corporation,  the  amount  of  any  excess  credit 
for  any  taxable  year  which  may  be  used  in 
any  post-change  year  shall  be  limited  to  an 
amount  determined  on  the  basis  of  the  tax 
liability  which  is  attributable  to  so  much  of 
the  taxable  income  as  does  not  exceed  the 
section  382  limitation  for  such  post-change 
year  to  the  extent  available  after  the  appli- 
cation of  section  382  and  subsections  lb) 
and  ic)  of  this  section. 

"12)  Excess  credit.— For  purposes  of  para- 
graph (1),  the  term  'excess  credit'  nuans— 

"(Al  any  unused  general  business  credit  of 
the  corporation  under  section  39,  and 

"(B)  any  unused  minimum  tax  credit  of 
the  corporation  under  section  S3. 

"(bl   LlMTTATtON  ON   NET   CAPITAL    LoSS.—If 

an  ownership  change  occurs  with  respect  to 
a  corporation,  the  amount  of  any  net  cap- 
ital loss  under  section  1212  for  any  taxable 
year  before  the  1st  post-change  year  which 
may  be  used  in  any  post-change  year  shall 
be  limited  under  regulations  which  shall  6c 
based  on  the  principles  applicable  under  sec- 
tion 382.  Such  regulations  shall  provide  that 
any  such  net  capital  loss  used  in  a  post- 
change  year  shall  reduce  the  section  382  lim- 
itation which  is  applied  to  pre-change  losses 
under  section  382  for  such  year. 
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"lO  Foreign  Tax  Credits.— If  an  owner- 
ship change  occurs  with  respect  to  a  corpo- 
ration, the  amount  of  any  excess  foreign 
taxes  under  section  9041c)  for  any  taxable 
year  before  the  1st  post-change  taxable  year 
shall  be  limited  under  regulations  which 
shall  be  consistent  with  purposes  of  this  sec- 
tion and  section  382. 

■•Id)  Pro  Ration  Rules  for  Year  Which  In- 
cludes Change— For  purposes  of  this  sec- 
tion, rules  similar  to  the  rules  of  subsections 
Ib)l3i  and  idllDlB)  of  section  382  shall 
apply. 

"le)  Definitions.— Terms  used  in  this  sec 


I  A)  In  general.— The  repeals  made  by  sub- 
section le)(l)  and  the  amendment  made  by 
subsection  (e)l2)  shall  take  effect  on  Janu- 
ary 1,  1986. 

IB)  Election  to  have  amendments  apply.— 

Ii>  If  a  taxpayer  described  in  clause  Hi) 
elects  to  have  the  provisions  of  this  subpara- 
graph apply,  the  amendments  made  by  sub- 
sections le)  and  (f)  of  section  806  of  the  Tax 
Reform  Act  of  1976  shall  apply  to  the  reorga- 
nization described  in  clause  (ii). 

(ii)  A  taxpayer  is  described  in  this  clause 
if  the  taxpayer  filed  a  title  11  or  similar  case 


^  i?^!l^- i'-  ^^  respective  me.n^J^^Zr':::  ',l?^TS^.  Vr" 


ings  as  when  used  in  section  382,  except  that 
appropriate  adjustments  shall  be  made  to 
take  into  account  that  the  limitations  of 
this  section  apply  to  credits  and  net  capital 
losses. " 

(c)  Conforming  Amendments.— 

Ill  Paragraph  (Si  of  section  318ib)  is 
amended  by  striking  out  "section  382la)l3)" 
and  inserting  in  lieu  thereof  "section 
382IIII3)". 

121  The  table  of  sections  for  part  V  of  sub- 
chapter C  of  chapter  1  is  amended— 

lAi  by  striking  out  the  item  relating  to  sec- 
tion 382  and  inserting  in  lieu  thereof  the  fol- 
lowing new  item: 

"Sec.  382.  Limitation  on  net  operating  loss 
carryforwards  and  certain 
built-in  losses  following  owner- 
ship change. ", 

and 

IB)  by  striking  out  the  item  relating  to  sec- 
tion 383  and  inserting  in  lieu  thereof  the  fol- 
lowing new  item: 

"Sec.  383.  Special  limitations  on  certain 
excess  credits,  etc. ". 

Id)  Report  on  Depreciation  and  Built-In 
Deductions:  Report  on  Bankruptcy  Work- 
outs.—The  Secretary  of  the  Treasury  or  his 
delegate- 
Ill  shall,  not  later  than  January  1,  198'9, 
conduct  a  study  and  report  to  the  Commit- 
tee on  Ways  and  Means  of  the  House  of  Rep- 
resentatives and  the  Committee  on  Finance 
of  the  Senate  with  respect  to  the  treatment 
of  depreciation,  amortisation,  depletion, 
and  other  built-in  deductions  for  purposes 
of  sections  382  and  383  of  the  Internal  Reve- 
nue Code  of  1986  las  amended  by  this  sec- 
tion), and 

12)  shall,  not  later  than  January  1,  1988, 
conduct  a  study  and  report  to  the  commit- 
tees referred  to  in  paragraph  ill  with  respect 
to  the  treatment  of  informal  bankruptcy 
workouts  for  purposes  of  sections  108  and 
382  of  such  Code. 

le)  Repeal  of  Changes  Made  by  Tax 
Reform  Act  of  1976.— 

(II  Subsections  le)  and  If)  of  section  806  of 
the  Tax  Reform  Act  of  1976  I  including  the 
amendment  treated  as  part  of  such  subsec- 
tions under  section  S9lb)  of  the  Tax  Reform 
Act  of  1984)  are  hereby  repealed. 

12)  Subsection  ig)  of  such  section  806  is 
amended  by  striking  out  paragraphs  (2)  and 
(3). 

(f)  Effective  Dates.— 

(1)  In  general.— The  amendments  made  by 
subsections  (a),  (b),  and  (c)  shall  apply  to 
any  ownership  change  following— 

lA)  an  owner  shift  involving  a  5-percent 
shareholder  occurring  after  December  31, 
1986.  or 

(B)  an  equity  structure  shift  occurring 
pursuant  to  a  plan  of  reorganization  adopt- 
ed after  Decemlter  31,  1986. 

(2)  For  amendments  to  tax  reform  act  of 

l»7t.— 


an 
amended  plan  on  March  14,  1986,  and  re- 
ceived court  approval  for  the  amended  plan 
and  disclosure  statement  on  April  16,  1986. 

ICI  Application  of  old  rules  to  certain 
DEBT.— In  the  case  of  debt  of  a  corporation 
incorporated  in  Colorado  on  Novemtier  8, 
1924,  with  headquarters  in  Denver,  Colora- 
do- 

(i)  the  amendments  made  by  subsections 
(a),  lb),  and  Ic)  shall  not  apply  to  any  debt 
restructuring  of  such  debt  which  was  ap- 
proved by  the  debtor's  Board  of  Directors 
and  the  lenders  in  1986,  and 

Hi)  the  amendments  made  by  subsections 
le)  and  If)  of  section  806  of  the  Tax  Reform 
Act  of  1976  lincluding  the  amendment  treat- 
ed as  part  of  such  subsections  under  section 
S9ib)  of  the  Tax  Reform  Act  of  1984)  shall 
apply  to  such  debt  restructuring. 

ID)  Special  rule  for  oil  and  gas  well 
DRILLING  BUSINESS.— In  the  cose  of  a  Texas 
corporation  incorporated  on  July  23,  193S, 
in  applying  section  382  of  the  Internal  Reve- 
nue Code  of  1986  las  in  effect  before  and 
after  the  amendments  made  by  subsections 
la),  lb),  and  Ic))  to  a  loan  restructuring 
agreement  during  1985,  section  382la)IS)IC) 
of  the  Internal  Revenue  Code  of  1954  las 
added  by  the  amendments  made  by  subsec- 
tions le)  and  If)  of  section  806  of  the  Tax 
Reform  Act  of  1976)  shall  be  applied  as  if  it 
were  in  effect  with  respect  to  such  restruc- 
turing or  reorganization. 

131  Testing  period.— For  purposes  of  deter- 
mining whether  there  is  an  ownership 
change  after  December  31,  1986,  the  testing 
period  shall  not  begin  before  the  later  of— 

lA)  May  6,  1986,  or 

(B)  in  the  case  of  an  ownership  change 
which  occurs  after  May  5,  1986,  and  to 
which  the  amendments  made  by  subsections 
(al,  (b),  and  ic)  do  not  apply,  the  first  day 
following  the  date  on  which  such  ownership 
change  occurs. 

(4)  Special  THANsmoN  rules.— The  amend- 
ments made  by  subsections  la),  (b),  and  Ic) 
shall  not  apply  to  any— 

(A)  stock-for-debt  exchanges  and  stock 
sales  made  pursuant  to  a  plan  of  reorgani- 
zation with  respect  to  a  petition  fbr  reorga- 
nization filed  by  a  corporation  under  chap- 
ter 11  of  title  11,  United  States  Code,  on 
August  26,  1982,  and  which  filed  with  a 
United  States  district  court  a  first  amended 
and  related  plan  of  reorganization  before 
March  1,  1986,  or 

(B)  ownership  change  of  a  Delaware  cor- 
poration incorporated  in  August  1983, 
which  may  result  from  the  exercise  of  put  or 
call  option  under  an  agreement  entered  into 
on  September  14,  1983,  but  only  with  respect 
to  taxable  years  beginning  after  1991  regard- 
less of  when  such  ownership  change  takes 
place. 

Any  regulations  prescribed  under  section 
382(g)(3)(B)  of  the  Internal  Revenue  Code  of 
1986  (as  amended  by  subsection  (a))  shall 
not  apply  with  respect  to  domestic  building 
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and  loan  transactions  for  any  period  before 
January  1.  1989. 

(5)  Bankruptcy  proceedings.— In  the  case 
of  a  reorganization  described  in  subpara- 
graph (G)  of  section  36ila)(l>  of  the  Inter- 
nal Revenue  Code  of  1986  or  an  exchange  of 
debt  for  stock  in  a  title  11  or  similar  case,  as 
defined  in  section  368<a)(3l  of  such  Code, 
the  amendments  made  by  subsectioTis  la), 
(bl,  and  (c)  shall  not  apply  to  any  ownership 
change  resulting  from  such  a  reorganization 
or  proce^ing  if  a  petition  in  such  case  was 
filed  with  the  court  before  August  14,  1986. 

(6)  Certain  plans.— The  amendments  made 
by  subsections  la),  tbi,  and  tc)  shall  not 
apply  to  any  ownership  change  with  respect 
to— 

(A)  the  acquisition  of  a  corporation  the 
stock  of  which  is  acquired  pursuant  to  a 
plan  of  divestiture  which  identified  such 
corporation  and  its  assets,  and  was  agreed 
to  by  the  board  of  directors  of  such  corpora- 
tion's parent  corporation  on  May  17,  1985. 

IB)  a  merger  which  occurs  pursuant  to  a 
merger  agreement  lentered  into  before  Sep- 
tember 24,  1985)  and  an  application  for  ap- 
proval by  the  Federal  Home  Loan  Bank 
Board  was  filed  on  October  4,  1985, 

IC)  a  reorganization  involving  a  party  to 
a  reorganization  of  a  group  of  corporations 
engaged  in  enhanced  oil  recovery  operations 
in  California,  merged  in  furtherance  of  a 
plan  of  reorganization  adopted  by  a  board 
of  directors  vote  on  September  24,  1985,  and 
a  Delaware  corporation  whose  principal  oil 
and  gas  producing  fields  are  located  in  Cali- 
fornia, or 

ID)  the  conversion  of  a  mutual  savings 
and  loan  association  holding  a  Federal 
charter  dated  March  22,  1985,  to  a  stock  sav- 
ings and  loan  association  pursuant  to  the 
rules  and  regulations  of  the  Federal  Home 
Loan  Bank  Board, 

17)  Ownership  change  of  regulated  air 
CARRIER.— The  amendments  made  by  subsec- 
tions la),  lb),  and  Ic)  shall  not  apply  to  an 
ownership  change  of  a  regulated  air  carrier 

if- 

lA)  on  July  16.  1986,  at  least  40  percent  of 
the  outstanding  common  stock  lexcluding 
all  preferred  stock,  whether  or  not  converti- 
ble) of  such  carrier  had  been  acquired  by  the 
parent  corporation  referred  to  in  section 
203ld)ll3)IB),  and 

IB)  the  acquisition  Iby  or  for  such  parent 
corporation)  or  retirement  of  the  remaining 
common  stock  of  such  carrier  is  completed 
before  the  later  of  March  31,  1987,  or  90  days 
after  the  requisite  governmental  approvals 
are  finally  granted, 

but  only  if  the  ownership  change  occurs  on 
or  before  the  later  of  March  31,  1987,  or  such 
90th  day.  The  aggregate  reduction  in  tax  for 
any  taxable  year  by  reason  of  this  para- 
graph shall  not  exceed  $10,000,000.  The  Ust- 
ing  period  for  determining  whether  a  subse- 
quent ownership  change  has  occurred  shall 
not  begin  before  the  1st  day  following  an 
ownership  change  to  which  this  paragraph 
applies. 

18)  The  amendments  made  by  subsections 
la),  lb),  and  Ic)  shall  not  apply  to  any  own- 
ership change  resulting  from  the  conversion 
of  a  Minnesota  mutual  savings  bank  hold- 
ing a  Federal  charter  dated  December  31, 
1985,  to  a  stock  savings  bank  pursuant  to 
the  rules  and  regtUatioru  of  the  Federal 
Home  Loan  Bank  Board,  and  from  the  issu- 
ance of  stock  pursuant  to  that  conversion  to 
a  holding  company  incorporated  in  Dela- 
ware on  February  21,  1984.  For  purposes  of 
determining  whether  any  ownership  change 
occurs  with  respect  to  the  holding  company 
or  any  subsidiary  thereof  Iwhether  resulting 


from  the  transaction  described  in  the  pre- 
ceding sentence  or  otherwise),  any  issuance 
of  stock  made  by  such  holding  company  in 
connection  with  the  transaction  described 
in  the  preceding  sentence  shall  not  be  taken 
into  account 

19)  Definitions.— Except  as  otherwise  pro- 
vided, terms  used  in  this  subsection  shall 
have  the  same  meaning  as  when  used  in  sec- 
tion 382  of  the  Internal  Revenue  Code  of 
1986  las  amended  by  this  section). 
Subtitle  D— Recognition  of  Gain  and  Loss 
ON  Distributions  of  Property  in  Liquida- 
tion 


SEC.  t3l.  recognition  OF  GAIN  AND  LOSS  ON  DIS- 
TRIBVTIONS  OF  PROPERTY  IN  LIQUIDA- 
TION. 

la)  General  Rule.— Subpart  B  of  part  II  of 
subchapter  C  Irelating  to  effects  on  corpora- 
tion) is  amended  by  striking  out  sections 
336  and  337  and  inserting  in  lieu  thereof  the 
following: 
-SBC.  S3S.  gain  or  LOSS  RECOGNIZED  0.\  PROPERTi 

distribvted  in  complete  uquda- 
tion. 

••la)  General  Rule.— Except  as  otherwise 
provided  in  this  section  or  section  337.  gain 
or  loss  shall  be  recognized  to  a  liquidating 
corporation  on  the  distribution  of  property 
in  complete  liquidation  as  if  such  property 
were  sold  to  the  distributee  at  its  fair 
market  value. 

••lb)  Treatment  of  Liabilities  in  Excess  of 
Basis.— If  any  property  distributed  in  the 
liquidation  is  subject  to  a  liability  or  the 
shareholder  assumes  a  liability  of  the  liqui- 
dating corporation  in  connection  with  the 
distribution,  for  purposes  of  subsection  la) 
and  section  337.  the  fair  market  value  of 
such  property  shall  be  treated  as  not  less 
than  the  amount  of  such  liability. 

•■Ic)  Exception  for  Certain  Liquidations 
to  Which  Part  III  Applies.— ThU  section 
shall  not  apply  with  respect  to  any  distribu- 
tion of  property  to  the  extent  there  is  non- 
recognition  of  gain  or  loss  with  respect  to 
such  property  to  the  recipient  under  part 
III 

••Id)  Limitations  on  Recognition  of 
Loss.— 

"ID  No  LOSS  recognized  in  certain  distri- 
butions TO  RELATED  PERSONS.— 

••lA)  In  GENERAL.— No  loss  Shall  be  recog- 
nized to  a  liquidating  corporation  on  the 
distribution  of  any  property  to  a  related 
person  I  within  the  meaning  of  section  267/ 

••li)  such  distribution  is  not  pro  rata,  or 
"Hi)  such  property  is  disqualified  proper- 

••IB)  Disqualified  property.— For  purposes 
of  subparagraph  lA),  the  term  •disqualified 
property'  means  any  property  which  is  ac- 
quired by  the  liquidating  corporation  in  a 
transaction  to  which  section  351  applied,  or 
as  a  contribution  to  capital,  during  the  5- 
year  ■period  ending  on  the  date  of  the  distri- 
bution. Such  term  includes  any  property  if 
the  adjusted  basis  of  such  property  is  deter- 
mined lin  whole  or  in  part)  by  reference  to 
the  adjusted  basis  of  property  described  in 
the  preceding  sentence. 

••121  Special  rule  for  certain  property  ac- 
quired IN  certain  carryover  basis  transac- 
tions.— 

••lA)  In  general.— For  purposes  of  deUr- 
mining  the  amount  of  loss  recognized  by 
any  liquidating  corporation  on  any  sale,  ex- 
change, or  distribution  of  property  described 
in  subparagraph  IB),  the  adjusted  basis  of 
such  property  shall  be  reduced  Ibut  not 
l)elow  zero)  by  the  excess  lif  any)  of— 

"li)  the  adjusted  basis  of  such  property  im- 
mediately after  its  acquisition  by  such  cor- 
poration, over 


"Hi)  the  fair  market  value  of  such  proper- 
ty as  of  such  time. 
••IB)  Description  of  property.— 
'•li)  In  general.— For  purposes  of  subpara- 
graph lA),  property  is  described  in  this  sub- 
paragraph if— 

••ID  such  property  is  acquired  by  the  liqui- 
dating corporation  in  a  transaction  to 
which  section  351  applied  or  as  a  contribu- 
tion to  capital  and 

•■III)  the  acquisition  of  such  property  by 
the  liquidating  corporation  was  part  of  a 
plan  a  principal  purpose  of  which  was  to 
recognize  loss  by  the  liquidating  corpora- 
tion with  respect  to  such  property  in  con- 
nection with  the  liquidatiOTL 
Other  property  shall  be  treated  as  so  de- 
scribed if  the  adjusted  basis  of  such  other 
property  is  determined  Hn  whole  or  in  part) 
by  reference  to  the  adjusted  basis  of  property 
described  in  the  preceding  sentence. 

••Hi)  Certain  acquisitions  treated  as  part 
OF  PLAN.— For  purposes  of  clause  H).  any 
property  described  in  clause  ii)lll  acquired 
by  the  liquidating  corporation  during  the  2- 
year  period  ending  on  the  date  of  the  adop- 
tion of  the  plan  of  complete  liquidation 
shall,  except  as  provided  in  regulations,  be 
treated  as  part  of  a  plan  described  in  clause 
(i)III). 

••IC)  Recapture  in  lieu  of  disallowance.— 
The  Secretary  may  prescribe  regulations 
under  which,  in  lieu  of  disallowing  a  loss 
under  subparagraph  lAi  for  a  prior  taxable 
year,  the  gross  income  of  the  liquidating  cor- 
poration for  the  taxable  year  in  which  the 
plan  of  complete  liquidation  is  adopted 
shall  be  increased  by  the  amount  of  the  dis- 
allowed loss. 

••13/  Special  rule  in  case  of  uquidation  to 
which  section  332  APPLIES.— In  the  case  of 
any  liquidation  to  which  section  332  ap- 
plies, no  loss  shall  be  recognized  to  the  liqui- 
dating  corporation  on  any  distribution  in 
such  liquidation. 

••le/  Certain  Stock  Sales  and  Distribu- 
tions May  Be  Treated  As  Asset  Transfers.— 
Under  regulations  prescribed  by  the  Secre- 
tary, if- 

"11)  a  corporation  owns  stock  in  another 
corporation  meeting  the  requirements  of  sec- 
tion I504(a/I2/.  and 

••12/  such  corporation  sells,  exchanges,  or 
distributes  all  of  such  stock, 
such  corporation  may  elect  to  treat  such 
sale,  exchange,  or  distribution  as  a  disposi- 
tion of  all  of  the  assets  of  such  other  corpo- 
ration, and  no  gain  or  loss  shall  be  recog- 
nized on  the  sale  exchange,  or  distribution 
of  such  stock. 

"SEC  U7.  .\0.\REC0G.MTI0N  FOR  PROPERTY  DIS- 
TRIBtTED  TO  PARENT  IN  COMPLETE 
UQLIDATIOS  OFSIBSIDIARY 

••la/  In  General.— No  gain  or  loss  shall  be 
recognized  to  the  liquidating  corporation  on 
the  distribution  to  the  80-percent  distributee 
of  any  property  in  a  complete  liquidation  to 
which  section  332  applies. 

"lb)  Treatment  of  Indebtedness  of  Subsid- 
iary. Etc.— 

■•11/     Indebtedness     of    subsidiary     to 

PARENT.— If—  . 

••lA)  a  corporation  is  liquidated  in  a  liqui- 
dation to  which  section  332  applies,  and 

"IB)  on  the  date  of  the  adoption  of  the 
plan  of  liquidation,  such  corporation  was 
indebted  to  the  80-percent  distributee, 
for  purposes  of  this  section  and  section  336, 
any  transfer  of  property  to  the  80-percent 
distributee  in  satisfaction  of  such  indebted- 
ness shall  be  treated  as  a  dUtribution  to 
such  distributee  in  such  liguidatioTL 
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"12)  Treatment  of  tax-exempt  distribu- 
tee.— 

"(A)  In  general.— Except  as  provided  in 
subparagraph  <B).  paragraph  (I)  and  sub- 
section (a)  shall  not  apply  where  the  80-per- 
cent distributee  is  an  organization  (other 
than  a  cooperative  described  in  section  S21> 
which  is  exempt  from  the  tax  imposed  by 
this  chapter. 

"IB)  Exception  where  property  will  be 

USED  IN  UNRELATED  BUSINESS.— 

"(i)  In  general.— Subparagraph  (A)  shall 
not  apply  to  any  distribution  of  property  to 
an  organization  described  in  section 
Sllialt2>  or  511(b)(2)  if  immediately  after 
such  distribution,  such  organization  uses 
such  property  in  an  unrelated  trade  or  busi- 
ness (as  defined  in  section  513>. 

"(ii)  Later  disposition  or  change  in  use.— 
If  any  property  to  which  clause  (i)  applied  is 
disposed  of  by  the  organization  acquiring 
such  property,  notwithstanding  any  other 
provision  of  law.  any  gain  (not  in  excess  of 
the  amount  not  recognized  by  reason  of 
clause  (i)  shall  be  included  m  such  organiza- 
tion's unrelated  business  taxable  income. 
For  purposes  of  the  preceding  sentence,  if 
such  property  ceases  to  be  used  in  an  unre- 
lated trade  or  business  of  such  organization, 
such  organization  shall  be  treated  as  having 
disposed  of  such  property  on  the  date  of 
such  cessation. 

"(ci  80-Percent  Distributee.— For  pur- 
poses of  this  section,  the  term  '80  percent 
distributee'  means  only  the  corporation 
which  meets  the  80-percent  stock  ownership 
requirements  specified  in  section  332(b). 

"(di  Regulations.— The  Secretary  shall 
prescritte  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  the  ametidments  made  to  this  sub- 
part by  the  Tax  Reform  Act  of  1986.  includ- 
ing— 

"(II  regulations  to  ensure  that  such  pur- 
poses may  not  be  circumvented  through  the 
use  of  any  provision  of  law  or  regulations 
(including  the  consolidated  return  regula- 
tions and  part  III  of  this  subchapter),  and 

"(2)  regulations  providing  for  appropriate 
coordination  of  the  provisions  of  this  sec- 
tion with  the  provisions  of  this  title  relating 
to  taxation  of  foreign  corporations  and 
their  shareholders. " 

(b)  Amendments  to  Section  338.— 

(1)  Subsection  (a)  of  section  338  (relating 
to  certain  stock  purchases  treated  as  asset 
acquisitions)  is  amended  by  striking  out  "to 
which  section  337  applies  . 

(2)  Subsection  (c)  of  section  338  is  hereby 
repealed. 

(3)  Subparagraph  (B)  of  section  338(h)(10i 
is  amended  by  adding  at  the  end  thereof  the 
following  new  sentence: 

"To  the  extent  provided  in  regulations,  such 
term  also  includes  any  affiliated  group  of 
corporations  which  includes  the  target  cor- 
poration (whether  or  not  such  group  files  a 
consolidated  return). " 

(c)  Treatment  of  Distributions  of  Appre- 
ciated Property.— Section  311  is  amended 
to  read  as  follows: 

-sec.  ju.  TAXABiurr  of  corporation  on  distri- 
bvtion. 

"(a)  General  Rule.— Except  as  provided 
in  subsection  (b),  no  gain  or  loss  shall  be 
recognized  to  a  corporation  on  the  distribu- 
tion, tcith  respect  to  its  stock,  of— 

"(1)  its  stock  (or  rights  to  acquire  its 
stock),  or 

"12)  property. 

"lb)  Distributions  of  Apprecuted  Proper- 
ty.— 

"ID  In  general.— If— 

"(A)  a  corporation  distributes  property 
(other  than  an  obligation  of  such  corpora- 
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tion)  to  a  shareholder  in  a  distribution  to 
which  subpart  A  applies,  and 

"(B)  the  fair  market  value  of  such  proper- 
ty exceeds  its  adjusted  basis  (in  the  hands  of 
the  distributing  corporation), 
then  gain  shall  be  recognized  to  the  distrib- 
uting corporation  as  if  such  property  were 
sold  to  the  distributee  at  its  fair  market 
value. 

"(2)  Treatment  of  liabilities  in  excess  of 
BASIS.— Rules  similar  to  the  rules  of  section 
336(b)  shall  apply  for  purposes  of  this  sub- 
section. " 
(d)  Treatment  of  Foreign  Distributees.— 
(IJ  Amendments  to  section  367.— Subsec- 
tion (e)  of  section  367  is  amended  to  read  as 
follows: 

"(e)  Treatment  of  Distributions  De- 
scribed IN  Section  355  or  Liquidations 
Under  Section  332.— 

"(1)  Distributions  described  in  section 
3S5.—In  the  case  of  any  distribution  de- 
scribed in  section  355  for  so  much  of  section 
356  as  relates  to  section  355)  by  a  domestic 
corporation  to  a  person  who  is  not  a  United 
States  person,  to  the  extent  provided  in  regu- 
lations, gain  shall  be  recognized  under  prin- 
ciples similar  to  the  principles  of  this  sec- 
tion. 

"(2)  Liquidations  under  section  332.— In 
the  case  of  any  liquidation  to  which  section 
332  applies,  except  as  provided  in  regula- 
tions, subsections  (a)  and  (b)(1)  of  section 
337  shall  not  apply  where  the  80-percent  dis- 
tributee (as  defined  in  section  337(c))  is  a 
foreign  corporation. " 

(21  Amendments  to  section  i24s.— 
(A)    Subsection    (e)    of   section    1248    is 
amended    by   striking   out     "Under   regula- 
tions" and  inserting  in  lieu  thereof  "Except 
as  provided  in  regulations". 

IB)  Subsection  (f)  of  section  1248  is 
amended  by  inserting  "Except  as  provided 
in  regulations  prescribed  by  the  Secretary—" 
after  the  subsection  heading. 

(e)  Technical  and  Conforming  Amend- 
ments.— 

(1)  Paragraph  (4)  of  section  312(n)  (as  re- 
designated by  title  XVIII)  is  amended  to 
read  as  follows: 
"(4)  LIFO  inventory  adjustments.— 
"(A)  In  general.— Earnings  and  profits 
shall  be  increased  or  decreased  by  the 
amount  of  any  increase  or  decrease  in  the 
LIFO  recapture  amount  as  of  the  close  of 
each  taxable  year:  except  that  any  decrease 
below  the  LIFO  recapture  amount  as  of  the 
close  of  the  taxable  year  preceding  the  1st 
taxable  year  to  which  this  paragraph  applies 
to  the  taxpayer  shall  be  taken  into  account 
only  to  the  extent  provided  in  regulations 
prescril)ed  by  the  Secretary. 

"(B)  LIFO  RECAPTURE  AMOUNT.— For  pur- 
poses  of  this  paragraph,  the  term  LIFO  re- 
capture amount'  means  the  amount  I  if  any) 
by  which— 

"(i)  the  inventory  amount  of  the  inventory 
assets  under  the  first-in,  first-out  method 
authorized  by  section  471,  exceeds 

"(ii)  the  inventory  amount  of  such  assets 
under  the  LIFO  method. 

"(C)  Definitions.— For  purposes  of  this 
paragraph— 

"(i)  LIFO  METHOD.— The  term  LIFO 
method'  means  the  method  authorized  by 
section  472  (relating  to  last-in,  first-out  in- 
ventories). 

"(ii)  Inventory  assets.— The  term  'inven- 
tory assets '  means  stock  in  trade  of  the  cor- 
poration, or  other  property  of  a  kind  which 
would  properly  be  included  in  the  inventory 
of  the  corporation  if  on  hand  at  the  close  of 
the  taxable  year. 

"(Hi)  Inventory  amount.— The  inventory 
amount  of  assets  under  the  first-in,  first-out 
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method  authorized  by  section  471  shall  be 
determined— 

"(I)  if  the  corporation  uses  the  retail 
method  of  valuing  inventories  under  section 
472,  by  using  such  method,  or 

"(ID  if  subclause  (I)  does  not  apply,  by 
using  cost  or  market,  whichever  is  lower. " 

(2)  Subsection  (c)  of  section  332  is  hereby 
repealed. 

(3)  Section  333  is  hereby  repealed. 

(4)(A)  Subsection  (a)  of  section  334  is 
amended  by  striking  out  '(other  than  a  dis- 
tribution to  which  section  333  applies)". 

(B)  Subsection  (c)  of  section  334  is  hereby 
repealed. 

(5)  Paragraph  (12)  of  section  338(h)  is 
hereby  repealed. 

(6)(A)  Subsection  (e)  of  section  341  is 
amended  by  striking  out  paragraphs  (2),  (3), 
and  (4). 

(B)  Paragraph  (5)  of  section  341(e)  is 
amended— 

(i)  by  sinking  out  "paragraphs  (1),  (2), 
and  (4)"  and  inserting  in  lieu  thereof  "para- 
graph (1)".  and 

(ii)  by  striking  out  subparagraph  (Bl. 

(7)  Subsection  (bl  of  section  346  is  amend- 
ed by  striking  out  "337.  ". 

(8)(A)  Subparagraphs  (A)  and  (B)  of  sec- 
tion 453(h)(1)  (relating  to  use  of  installment 
sales  in  section  337  liquidations)  are  amend- 
ed to  read  as  follows: 

"(A)  In  general.— If  in  a  liquidation  to 
which  section  331  applies,  the  shareholder 
receives  (in  exchange  for  the  shareholder's 
stock)  an  installment  obligation  acquired  in 
respect  of  a  sale  or  exchange  by  the  corpora- 
tion during  the  12-month  period  beginning 
on  the  date  a  plan  of  complete  liquidation  is 
adopted  and  the  liquidation  is  completed 
during  such  12-month  period,  then,  for  pur- 
poses of  this  section,  the  receipt  of  payments 
under  such  obligation  (but  not  the  receipt  of 
such  obligation)  by  the  shareholder  shall  be 
treated  as  the  receipt  of  payment  for  the 
stock. 

"(B)  Obligations  attributable  to  sale  of 

INVENTORY    MUST    RESULT    FROM    BULK    SALE.— 

Subparagraph  (A)  shall  not  apply  to  an  in- 
stallment obligation  acquired  in  respect  of  a 
sale  or  exchange  of— 
"(i)  stock  in  trade  of  the  corporation 
"(ii)  other  property  of  a  kind  which  would 
properly  be  included  in  the  inventory  cf  the 
corporation  if  on  hand  at  the  close  of  the 
taxable  year,  and 

"(Hi)  property  held  by  the  corporation  pri- 
marily for  sale  to  customers  in  the  ordinary 
course  of  its  trade  or  business, 
unless  such  sale  or  exchange  is  to  one  person 
and  involves  substantially  all  of  such  prop- 
erty attributable  to  a  trade  or  business  of  the 
corpordtion. " 

(B)  Subparagraph  (E)  of  section  453(h)(1) 
is  amended  to  read  as  follows: 

"(E)  Sales  by  liquidating  subsidiaries.— 
For  purposes  of  subparagraph  (A),  in  the 
case  of  a  controlling  corporate  shareholder 
(within  the  meaning  of  section  368(c)(1))  of 
a  selling  corporation,  an  obligation  ac- 
quired in  respect  of  a  sale  or  exchange  by  the 
selling  corporation  shall  be  treated  as  so  ac- 
quired by  such  controlling  corporate  share- 
holder The  preceding  sentence  shall  be  ap- 
plied successively  to  each  controlling  corpo- 
rate shareholder  above  such  controlling  cor- 
porate shareholder. " 

(C)  The  heading  for  section  4S3(h)  is 
amended  by  striking  out  "Section  337"  and 
inserting  in  lieu  thereof  "Certain". 

(9)  Subsection  (d)  of  section  4S3B  is 
amended  to  read  as  follows: 

"(d)  Effect  of  Distribution  in  Liquida- 
tions TO  Which  Section  332  Appues.—I/— 
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"111  an  installment  obligation  is  distribut- 
ed in  a  liquidation  to  which  section  332  (re- 
lating to  complete  liquidations  of  subsidiar- 
ies) applies,  and 

"(2)  the  basis  of  such  obligation  in  the 
hands  of  the  distributee  is  determined  under 
section  334(b)(1). 

then  no  gain  or  loss  with  respect  to  the  dis- 
tribution of  such  obligation  shall  be  recog- 
nized by  the  distributing  corporation. " 

(10)  Paragraph  (51  of  section  467(cl  is 
amended  by  striking  out  "453B(d)(2), ". 

(11)  Subsection  (b)  of  section  852  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(6)  SeCT/ON  3llibi  NOT  TO  APPLY  TO  CERTAIN 

DISTRIBUTIONS. —Section  311(b)  shall  not 
apply  to  any  distribution  by  a  regulated,  in- 
vestment company  to  which  this  part  ap- 
plies, if  such  distribution  is  in  redemption 
of  its  stock  upon  the  demand  of  the  share- 
holder. " 

(12)  Subsection  (d)  of  section  897  is 
amended— 

(A)  by  striking  out  paragraph  (2). 

(B)  by  striking  out  the  heading  for  para- 
graph (1), 

!C)  by  appropriately  redesignating  each 
subparagraph,  clause,  and  subclause  of 
paragraph  (1)  as  a  paragraph,  subpara- 
graph, or  clause,  as  the  case  may  be, 

(D)  by  striking  out  "subparagraph  (A)"  in 
paragraph  (2)  (as  so  redesignated)  and  in- 
serting in  lieu  thereof  'paragraph  d)".  and 

IE)  by  striking  out  ",  Etc.,"  in  the  subsec- 
tion heading. 

(13/  Subsection  (a)  of  section  1056  is 
amended  by  striking  out  the  last  sentence 
thereof. 

(141  Paragraph  (2)  of  section  1255(b)  is 
amended  by  striking  out  '453B(d)(2)". 

115)  Paragraph  (3)  of  section  1276(c)  is 
amended  by  striking  out  "334(c). ". 

(161  The  table  of  sections  for  subpart  A  of 
part  U  of  subchapter  C  of  chapter  1  is 
amended  by  striking  out  the  item  relating  to 
section  333. 

(17)  The  table  of  sections  for  subpart  B  of 
part  II  of  subchapter  C  of  chapter  1  is 
amended  by  striking  out  the  items  relating 
to  sections  336  and  337  and  inserting  in  lieu 
thereof  the  following: 

"Sec.  336.  Gain  or  loss  recognized  on  proper- 
ty distributed  in  complete  liq- 
uidation. 
"Sec.  337.  Nonrecognition  for  property  dis- 
tributed to  parent  in  complete 
liquidation  of  subsidiary. " 

SEC.  U2.  TREATMEST  UF  C  CORPORATIOSS  ELECT- 
ING SI  BCH AFTER  S  STATLS 

(a)  General  Rule.— Section  1374  (relating 
to  tax  imposed  on  certain  capital  gains)  is 
amended  to  read  as  follows: 

"SEC.    1374.    TAX   IMPOSED    OS    CERTAIN   BVILT-IN 
GAINS. 

"(a)  General  Rule.— If  for  any  taxable 
year  beginning  in  the  recognition  period  an 
S  corporation  has  a  recognized  built-in 
gain,  there  is  hereby  imposed  a  tax  (comput- 
ed under  subsection  (b))  on  the  income  of 
such  corporation  for  such  taxable  year. 

"(b)  Amount  of  Tax.— 

"(1)  In  aENERAL.—The  tax  imposed  by  sub- 
section (a)  shall  be  a  tax  computed  by  apply- 
ing the  highest  rate  of  tax  specified  in  sec- 
tion 11(b)  to  the  lesser  of— 

"(A)  the  recognized  built-in  gains  of  the  S 
corporation  for  the  taxable  year,  or 

"IB)  the  amount  which  wo:dd  be  the  tax- 
able income  of  the  corporation  for  such  tax- 
able year  if  such  corporation  were  not  an  S 
corporation. 

"I2>  Net  operatino  loss  carryforwards 
FROM  c   YEARS  ALLOWED.— Notwithstanding 


section  1371(b)ll),  any  net  operating  loss 
carryforward  arising  in  a  taxable  year  for 
which  the  corporation  was  a  C  corporation 
shall  be  allowed  as  a  deduction  against  the 
lesser  of  the  amounts  referred  to  in  subpara- 
graph lA)  or  IB)  of  paragraph  ID.  For  pur- 
poses of  determining  the  amount  of  any 
such  loss  which  may  be  carried  to  subse- 
quent taxable  years,  the  lesser  of  the 
amounts  referred  to  in  subparagraph  lA)  or 
IB)  of  paragraph  11)  shall  be  treated  as  tax- 
able income. 
"13)  Credits.— 

"I A)  In  general.— Except  as  provided  in 
subparagraph  IB),  no  credit  shall  be  allow- 
able under  part  IV  of  subchapter  A  of  this 
chapter  lolher  than  under  section  34) 
against  the  tax  imposed  by  subsection  la). 

"IB)  Business  credit  carryforwards  from 
c  years  allowed.— Notwithstanding  section 
1371lb)ll),  any  business  credit  carryforward 
under  section  39  arising  in  a  taxable  year 
for  which  the  corporation  was  a  C  corpora- 
tion shall  be  allowed  as  a  credit  against  the 
tax  imposed  by  subsection  la)  in  the  same 
manner  as  if  it  were  imposed  by  section  11. 
"14)  Coordination  with  section  tzouai.- 
For  purposes  of  section  1201(a)— 

"(A)  the  tax  imposed  by  subsection  (a) 
shall  be  treated  as  if  it  were  imposed  by  sec- 
tion 11,  and 

"(B)  the  lower  of  the  amounts  specified  in 
subparagraphs  (A)  and  (B)  of  paragraph  (1) 
shall  be  treated  as  the  taxable  income. 
"(c)  Limitations.— 

"(1)  Corporations  which  were  always  s 
corporations.— Subsection  (a)  shall  not 
apply  to  any  corporation  if  an  election 
under  section  1362(a)  has  been  in  effect  with 
respect  to  such  corporation  for  each  of  its 
taxable  years,  Except  as  provided  in  regula- 
tions, an  S  corporation  and  any  predecessor 
corporation  shall  be  treated  as  1  corpora- 
tion for  purposes  of  the  preceding  sentence. 
"(2)  Limitation  on  amount  of  recognized 
BUILT-IN  GAINS.— The  amount  of  the  recog- 
nized built-in  gains  taken  into  account 
under  this  section  for  any  taxable  year  shall 
not  exceed  the  excess  (if  any)  of— 
"lA)  the  net  unrealized  built-in  gain,  over 
"IB)  the  recognized  built-in  gains  for  prior 
taxable  years  beginning  in  the  recognition 
period. 

"Id)  Definitions  and  Special  Rules.— For 
purposes  of  this  section— 

"ID  Net  unrealized  built-in  gain.— The 
term  'net  unrealized  built-in  gain'  means 
the  amount  lifany)  by  which— 

"IA>  the  fair  market  value  of  the  assets  of 
the  S  corporation  as  of  the  beginning  of  its 
1st  taxable  year  for  which  an  election  under 
section  13621a)  is  in  effect,  exceeds 

"(B)  the  aggregate  adjusted  bases  of  such 
assets  at  such  time. 

"(2)  Recognized  built-in  gain.— The  term 
'recognized  built-in  gain'  means  any  gain 
recognized  during  the  recognition  period  on 
the  disposition  of  any  asset  except  to  the 
extent  that  the  S  corporation  establishes 
that— 

"(A)  such  asset  was  not  held  by  the  S  cor- 
poration as  of  the  beginning  of  the  1st  tax- 
able year  referred  to  in  paragraph  (1),  or 

"(B)  such  gain  exceeds  the  excess  (if  any) 
of- 

"(i)  the  fair  market  value  of  such  asset  as 
of  the  beginning  of  such  1st  taxable  year, 
over 

"(ii)  the  adjusted  basis  of  the  asset  as  of 
such  time. 

"(3)  Recognftion  period.— The  term  'recog- 
nition period'  means  the  10-year  period  be- 
ginning with  the  1st  day  of  the  1st  taxable 
year  for  which  the  corporation  was  an  S  cor- 
poration. 


"(4)  Taxable  income.— Taxable  income  of 
the  corporation  shall  be  determined  under 
section  63(a)— 

"(A)  ivithout  regard  to  the  deductions  al- 
lowed by  part  VIII  of  subchapter  B  (other 
than  the  deduction  allowed  by  section  248, 
relating  to  organization  expenditures),  and 

"(B)  without  regard  to  the  deduction 
under  section  172." 

(b)  Treatment  of  Distributions.— Subsec- 
tion (e)  of  section  1363  is  amended  to  read 
as  follows: 

"(e)  Subsection  (d)  Not  To  Apply  to  Re- 
organizations, Etc.— Subsection  (d)  shall 
not  apply  to  any  distribution  to  the  extent  it 
consists  of  property  permitted  by  section 
354,  355,  or  356  to  be  received  without  the 
recognition  of  gain. " 

(c)  Conforming  Amendments.— 

11)  Subparagraph  (G)  of  section  26(b)(2)  is 
amended  by  striking  out  "certain  capital 
gains"  and  inserting  in  lieu  thereof  "certain 
built-in  gains". 

(2)  Paragraph  12)  of  section  1366(f)  is 
amended  to  read  as  follows: 

"(2)  Reduction  in  pass-thru  for  tax  im- 
posed ON  BUILT-IN  GAINS.— If  any  tax  is  im- 
posed under  section  1374  for  any  taxable 
year  on  an  S  corporation,  for  purposes  of 
subsection  (a),  the  amount  of  each  recog- 
nized built-in  gain  (as  defined  in  section 
1374(d)(2))  for  such  taxable  year  shall  be  re- 
duced by  its  proportionate  share  of  such 
tax." 

(3)  Subparagraph  (B)  of  section  1375(bl(D 
is  amended  by  striking  out  "section  1374(dl" 
and  inserting  in  lieu  thereof  "section 
1374(d)(4)". 

(d)  Clerical  Amendment.— The  table  of  sec-  ■ 
tions  for  part  III  of  subchapter  S  of  chapter 

1  is  amended  by  striking  out  the  item  relat- 
ing to  section  1374  and  inserting  in  lieu 
thereof  the  following: 

"Sec.  1374.  Tax  imposed  on  certain  built-in 

gains. " 
SEC.  €33.  EFFECTIVE  DATES 

(a)  General  Rule— Except  as  otherwise 
provided  in  this  section,  the  amendments 
made  by  this  subtitle  shall  apply  to- 

(D  any  distribution  in  complete  liquida- 
tion, and  any  sale  or  exchange,  made  by  a 
corporation  after  July  31,  1986.  unless  such 
corporation  is  completely  liquidated  before 
January  1.  1987, 

(2)  any  transaction  described  in  section 
338  of  the  Internal  Revenue  Code  of  1986  for 
which  the  acquisition  date  occurs  after  De- 
cember 31,  1986,  and 

(3)  any  distribution  (not  in  complete  liq- 
uidation) made  after  December  31,  1986. 

(b)  BuiLT-lN  Gains  of  S  Corporations.— 
The  amendments  made  by  section  632  (other 
than  subsection  (b)  thereof)  shall  apply  to 
taxable  years  beginning  after  December  31. 
1986,  but  only  in  cases  where  the  1st  taxable 
year  for  which  the  corporation  is  an  S  cor- 
poration is  pursuant  to  an  election  made 
after  December  31,  1986. 

(c)  Exception  for  Certain  Plans  of  Liqui- 
dation and  Binding  Contracts.— 

(1)  In  general.— The  amendments  made  In 
this  subtitle  shall  not  apply  to— 

(A)  any  distribution  or  sale  or  exchange 
made  pursuant  to  a  plan  of  liquidation 
adopted  before  August  1,  1986,  if  the  liqui- 
dating corporation  is  completely  liquidated 
before  January  1,  1988, 

(B)  any  distribution  or  sale  or  exchange 
made  by  any  corporation  if  SO  percent  or 
more  of  the  voting  stock  by  value  of  such 
corporation  is  acquired  on  or  after  August  1, 
1986.  pursuant  to  a  written  binding  con- 
tract in  effect  before  such  date  and  if  such 
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corporation  is  completely  liquidated  before 
January  1.  1988. 

(C>  any  distribution  or  sale  or  exchange 
made  by  any  corporation  if  substantially  all 
of  the  assets  of  such  corporation  are  sold  on 
or  after  August  1.  1986,  pursuant  to  1  or 
more  written  binding  contracts  in  effect 
before  such  date  and  if  such  corporation  is 
completely  liquidated  before  January  1. 
1988.  or 

<D)  any  transaction  descril>ed  in  section 
338  of  the  Internal  Revenue  Code  of  1986 
with  respect  to  any  target  corporation  if  a 
qualified  stock  purchase  of  such  target  cor- 
poration is  made  on  or  after  August  1.  1986. 
pursuant  to  a  written  binding  contract  in 
effect  before  such  date  and  the  acquisition 
date  (within  the  meaning  of  such  section 
338)  is  before  January  1,  1988. 

I2>  Speciaj.  rule  for  certain  actions  taken 

BEFORE  NOVEMBER    20.    l9SS.—For   purposes    Of 

paragraph  (1).  transactions  shall  be  treated 
as  pursuant  to  a  plan  of  liquidation  adopted 
before  August  1.  1986,  if— 

(A J  before  Novemtter  20.  1985— 

(i)  the  board  of  directors  of  the  liquidating 
corporation  adopted  a  resolution  to  solicit 
shareholder  approval  for  a  transaction  of  a 
kind  described  in  section  336  or  337,  or 

(iil  the  shareholders  or  board  of  directors 
have  approved  such  a  transaction, 

(B)  before  November  20,  1985- 

fi)  there  has  been  an  offer  to  purchase  a 
majority  of  the  voting  stock  of  the  liquidat- 
ing corporation,  or 

Hi  J  the  board  of  directors  of  the  liquidat- 
ing corporation  has  adopted  a  resolution 
approving  an  acquisition  or  recommending 
the  approval  of  an  acquisition  to  the  share- 
holders, or 

(C)  before  November  20.  1985.  a  ruling  re- 
quest was  submitted  to  the  Secretary  of  the 
Treasury  or  his  delegate  with  respect  to  a 
transaction  of  a  kind  descrit)ed  in  section 
336  or  337  of  the  Internal  Revenue  Code  of 
1954  (as  in  effect  before  the  amendments 
made  by  this  subtitleJ. 

For  purposes  of  the  preceding  sentence,  any 
action  taken  by  the  board  of  directors  or 
shareholders  of  a  corporation  with  respect 
to  any  subsidiary  of  such  corporation  shall 
be  treated  as  taken  by  the  board  of  directors 
or  shareholders  of  such  subsidiary. 

(d>    TRANSmONAL    RuLE  FOR    CERTAIN  SMALL 

Corpora  tions.  — 

(1)  In  general.— In  the  case  of  the  com- 
plete liquidation  before  January  1.  1989.  of  a 
qualified  corporation,  the  amendments 
made  by  this  section  shall  not  apply  to  the 
applicable  percentage  of  each  gain  or  loss 
which  (but  for  this  paragraph/  would  be  rec- 
ognized by  reason  of  the  amendments  made 
by  this  subtitle. 

(2)  Paragraph  w  not  to  apply  to  certain 
ITEMS.— Paragraph  (1)  shall  not  apply  to— 

(A)  any  gain  or  loss  which  is  an  ordinary 
gain  or  loss  (determined  without  regard  to 
section  1239  of  the  Internal  Revenue  Code  of 
19861, 

(B)  any  gain  or  loss  on  a  capital  asset  held 
for  not  more  than  6  months,  and 

(C)  any  gain  to  the  extent  section  453B  of 
such  Code  applies. 

(31  Appucable  PERCENTAGE.-For  purposcs 
of  this  subsection,  the  term  'applicable  per- 
centage' means— 

(A)  100  percent  if  the  applicable  value  of 
the  qualified  corporation  is  less  than 
$5,000,000,  or 

(B)  100  percent  reduced  by  an  amount 
which  bears  the  same  ratio  to  100  percent 
as— 

(i>  the  excess  of  the  applicable  value  of  the 
corporation  over  $5,000,000,  bears  to 


(iiJ  $5,000,000. 

(4)  Applicable  valve.— For  purposes  of  this 
subsection,  the  applicable  value  is  the  fair 
market  value  of  all  of  the  stock  of  the  corpo- 
ration on  the  date  of  the  adoption  of  the 
plan  of  complete  liquidation  (or  if  greater, 
on  August  1,  1986/. 

(5/  Qualified  corporation.— For  purposes 
of  this  subsection,  the  term  'qualified  corpo- 
ration' means  any  corporation  if- 

(A/  on  August  1.  1986.  and  at  all  times 
thereafter  before  the  corporation  is  com- 
pletely liquidated,  more  than  50  percent  (by 
value/  of  the  stock  in  such  corporation  is 
held  by  10  or  fewer  qualified  persons,  and 

(B/  the  applicable  value  of  such  corpora- 
tion does  not  exceed  $10,000,000. 

(6/  Definitions  and  special  rules.— For 
purposes  of  this  subsection— 

(A/  Qualified  person.— The  term  "quali- 
fied person  "  means— 

a/  an  individual 

(ii/  an  estate,  or 

(Hi/  any  trust  described  in  clause  (ii/  or 
(Hi/  of  section  1361(c)(2/(A/  of  the  Internal 
Revenue  Code  of  1986. 

(B/  Attribution  rules.— 

(i/  Entities.— Any  stock  held  by  a  corpora- 
tion, trust,  or  partnership  shall  be  treated  as 
owned  proportionally  by  its  shareholders, 
beneficiaries,  or  partners.  Stock  considered 
to  be  owned  by  a  person  by  reason  of  the  ap- 
plication of  the  preceding  sentence  shall,  for 
purposes  of  applying  such  sentence,  be  treat- 
ed as  actually  owned  by  such  person. 

(ii/  Family  members.— Stock  owned  (or 
treated  as  owned  under  clause  (i//  by  mem- 
bers of  the  same  family  (within  the  meaning 
of  section  318(a/(l/  of  the  Internal  Revenue 
Code  of  1986/  shall  be  treated  as  owned  by  1 
person. 

(C/  Controlled  group  of  corporations.— 
All  members  of  the  same  controlled  group  (as 
defined  in  section  267(f/(l/  of  such  Code/ 
shall  be  treated  as  1  corporation  for  pur- 
poses of  this  subsection. 

(7/  Section  jss  transactions.— The  provi- 
sions of  this  subsection  shall  also  apply  in 
the  case  of  a  transaction  described  in  sec- 
tion 338  of  the  Internal  Revenue  Code  of 
1986  where  the  acquisition  date  (within  the 
meaning  of  such  section  3381  is  before  Janu- 
ary 1.  1989. 

(8/  Application  of  section  1374.— Rules 
similar  to  the  rules  of  this  subsection  shall 
apply  for  purposes  of  applying  section  1374 
of  the  Internal  Revenue  Code  of  1986  (as 
amended  by  section  632/  in  the  case  of  a 
qualified  corporation  which  becomes  an  S 
corporation  for  a  taxable  year  beginning 
before  January  1.  1989. 

(d/  Complete  Liquidation  Defined.— For 
purposes  of  this  section,  a  corporation  shall 
be  treated  as  completely  liquidated  if  all  of 
the  assets  of  such  corporation  are  distribut- 
ed in  complete  liquidation,  less  assets  re- 
tained to  meet  claims. 

(e/  Other  Transitional  Rules.— 

(1/  The  amendments  made  by  this  subtitle 
shall  not  apply  to  any  liquidation  of  a  cor- 
poration incorporated  under  the  laws  of 
Pennsylvania  on  August  3,  1970,  if— 

(A/  the  board  of  directors  of  such  corpora- 
tion approved  a  plan  of  liquidation  before 
January  1,  1986, 

(B/  an  agreement  for  the  sale  of  a  material 
portion  of  the  assets  of  such  corporation 
was  signed  on  May  9,  1986  (whether  or  not 
the  assets  are  sold  in  accordance  with  such 
agreement/,  and 

(C)  the  corporation  is  completely  liquidat- 
ed on  or  before  December  31,  1988. 

(2/  The  amendments  made  by  this  subtitle 
shall    not    apply    to    any    liquidation    (or 


deemed  liquidation  under  section  338  of  the 
Internal  Revenue  Code  of  1986)  of  a  diversi- 
fied financial  services  corporation  incorpo- 
rated under  the  laws  of  Delaware  on  May  9, 
1929.  pursuant  to  a  binding  written  con- 
tract entered  into  on  or  before  December  31, 
1986;  but  only  if  the  liquidation  is  complet- 
ed (or  in  the  case  of  a  section  338  election, 
the  acquisition  date  occurs/  before  January 
1,  1988. 

(3/  The  amendments  made  by  this  subtitle 
shall  not  apply  to  any  distribution,  or  sale, 
or  exchange— 

(A/  of  the  assets  owned  (directly  or  indi- 
rectly/ by  a  testamentary  trust  established 
under  the  will  of  a  decent  dying  on  June  15, 
1956,  to  its  beneficiaries, 

(B/  made  pursuant  to  a  court  order  in  an 
action  filed  on  January  18,  1984,  if  such 
order— 

a/  is  issued  after  July  31,  1986,  and 

(ii/  directs  the  disposition  of  the  assets  of 
such  trust  and  the  division  of  the  trust 
corpus  into  3  separate  sub-trusts. 
For  purposes  of  the  preceding  sentence,  an 
election  under  section  338(g/  of  the  Internal 
Revenue  Code  of  1986  (or  an  election  under 
section  338(h)(10/  of  such  Code),  qualifying 
as  a  section  337  liquidation  pursuant  to  reg- 
ulations prescribed  by  the  Secretary  under 
section  1.338(h/(10/-lT(j/)  made  in  connec- 
tion with  a  sale  or  exchange  pursuant  to  a 
court  order  described  in  subparagraph  (B) 
shall  be  treated  as  a  sale  of  exchange. 

(4)(A/  The  amendments  made  by  this  sub- 
title shall  not  apply  to  any  distribution,  or 
sale,  or  exchange— 

a/  if- 

(1/  an  option  agreement  binding  on  the 
selling  corporation  to  sell  substantially  all 
its  assets  is  executed  before  August  1,  1986. 
the  corporation  adopts  (by  approval  of  its 
shareholders/  a  conditional  plan  of  liquida- 
tion before  August  1.  1986  to  become  effec- 
tive upon  the  exercise  of  such  option  agree- 
ment (or  modification  thereto/,  and  the 
assets  are  sold  pursuant  to  the  exercise  of 
the  option  (as  originally  executed  or  subse- 
quently modified  provided  that  the  purchase 
price  is  not  thereby  increased/,  or 

(11/  in  the  event  that  the  optionee  does  not 
acquire  substantially  all  the  assets  of  the 
corporation,  the  optionor  corporation  sells 
substantially  all  its  assets  to  another  pur- 
chaser at  a  purchase  price  not  greater  than 
that  contemplated  by  such  option  agreement 
pursuant  to  an  effective  plan  of  liquidation, 
and 

(ii/  the  complete  liquidation  of  the  corpo- 
ration occurs  within  12  months  of  the  time 
the  plan  of  liquidation  becomes  effective, 
but  in  no  event  later  than  December  31, 
1989. 

(B/  For  purposes  of  subparagraph  (A),  a 
distribution,  or  sale,  or  exchange,  of  a  dis- 
tributee corporation  (within  the  meaning  of 
section  337(c/(3/  of  the  Internal  Revenue 
Code  of  1986/  shall  be  treated  as  satisfying 
the  requirements  of  subparagraph  (A)  if  its 
subsidiary  satisfies  the  requirements  of  sub- 
paragraph (A/. 

(C/  For  purposes  of  section  56  of  the  Inter- 
nal Revenue  Code  of  1986  (as  amended  by 
this  Act/,  any  gain  or  loss  not  recognized  by 
reason  of  this  paragraph  shall  not  be  taken 
into  account  in  determining  the  adjusted 
net  book  income  of  the  corporation. 

(5)  In  the  case  of  a  corporation  incorpo- 
rated under  the  laws  of  Wisconsin  on  April 
3,  1948- 

(A)  a  voting  trust  established  not  later 
than  December  31,  1987,  for  purposes  of 
holding  employees'  shares  of  stock  in  such 
corporation,  shall  qualify  as  a  trust  permit- 
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ted  as  a  shareholder  of  an  S  corporation, 
and 

(B)  the  amendment  made  by  section  632 
(other  than  subsection  (b)  thereof)  shall  not 
apply  to  such  corporation  if  it  elects  to  be 
an  S  corporation  before  January  1,  1989. 

(6)  The  amendm£nts  made  by  this  subtitle 
shall  not  apply  to  the  liquidation  of  a  corpo- 
ration incorporated  on  January  26,  1982, 
under  the  laws  of  the  State  of  Alabama  with 
a  principal  place  of  business  in  Colbert 
County,  Alabama,  but  only  if  such  corpora- 
tion is  completely  liquidated  on  or  before 
December  31,  1987. 

(7)  The  amendments  made  by  this  subtitle 
shall  not  apply  to  the  acquisition  by  a  Dela- 
ware bank  holding  company  of  all  of  the 
assets  of  an  Iowa  Bank  holding  company 
pursuant  to  a  written  contract  dated  Decem- 
ber 9,  1981. 

(8)  The  amendments  made  by  this  subtitle 
shall  not  apply  to  the  liquidation  of  a  corpo- 
ration incorporated  under  the  laws  of  Dela- 
ware on  January  20.  1984.  if  more  than  40 
percent  of  the  stock  of  such  corporation  was 
acquired  by  purchase  on  June  11,  1986.  and 
there  was  a  tender  offer  with  respect  to  all 
additional  outstanding  shares  of  such  cor- 
poration on  July  29,  1986,  but  only  if  the 
corporation  is  completely  liquidated  on  or 
before  December  31.  1987. 

if)  Treatment  of  Certain  Distributions  in 
Response  To  Hostile  Tender  Offer.— 

11)  In  general.— No  gain  or  loss  shall  be 
recognized  under  the  Internal  Revenue  Code 
of  1986  to  a  corporation  thereinafter  in  this 
subsection  referred  to  as  "parent"  on  a 
qualified  distribution. 

(2)  Qualified  Distribution  Defined.— For 
purposes  of  paragraph  (1)— 

(A)  In  general.— The  term  "qualified  dis- 
tribution ■'  means  a  distribution— 

<i)  by  parent  of  all  of  the  stock  of  a  quali- 
fied subsidiary  in  exchange  for  stock  of 
parent  which  was  acquired  for  purposes  of 
such  exchange  pursuant  to  a  tender  offer 
dated  February  16,  1982,  and 

<ii)  pursuant  to  a  contract  dated  February 
13,  1982.  and 

(Hi)  which  was  made  not  more  than  60 
days  after  the  board  of  directors  of  parent 
recommended  rejection  of  an  unsolicited 
tender  offer  to  obtain  control  of  parent 

(B)  Qualified  subsidiary.— The  term 
"qualified  subsidiary"  means  a  corporation 
created  or  organized  under  the  laws  of  Dela- 
ware on  September  7,  1976,  all  of  the  stock  of 
which  was  owned  by  parent  immediately 
before  the  qualified  distribution. 

SEC.  SJ4.  STIDY  OF  CORPORATE  PROVISIONS. 

The  Secretary  of  the  Treasury  or  his  dele- 
gate shall  conduct  a  study  of  proposals  to 
reform  the  provisions  of  subchapter  C  of 
chapter  1  of  the  Internal  Revenue  Code  of 
1986.  Not  later  than  January  1,  1988,  the 
Secretary  shall  submit  to  the  Committee  on 
Ways  and  Means  of  the  House  of  Represent- 
atives and  the  Committee  on  Finance  of  the 
Senate  a  report  on  the  study  conducted 
under  this  section  (together  with  such  rec- 
ommendations as  he  may  deem  advisable). 

Subtitle  E— Other  Corporate  Provuion$ 

SEC.  Ul.  SPECIAL  ALLOCATION  RVLES  FOR  CERTAIN 
ASSET  A  CQVISITIONS 

(a)  In  General.— Part  IV  of  subchapter  O 
of  chapter  1  (relating  to  special  rules  for  de- 
termining basis)  is  amended  by  redesignat- 
ing section  1060  as  section  1061  and  by  in- 
serting after  section  1059  the  foUoinng  new 
section: 


"SEC.  lose.  SPECIAL  ALLOCATION  RVLES  FOR  CER- 
TAIN ASSET  ACQVISmONS. 

"(a)  General  Rule.— In  the  case  of  any  ap- 
plicable asset  acquisition,  for  purposes  of 
determining  both— 

"(1)  the  transferee's  basis  in  such  assets, 
and 

"(2)  the  gain  or  loss  of  the  transferor  vnth 
respect  to  such  acquisition, 
the  consideration  received  for  such  assets 
shall  be  allocated  among  such  assets  ac- 
quired in  such  acquisition  in  the  same 
manner  as  amounts  are  allocated  to  assets 
under  section  338(b)(5). 

"(b)  Information  Required  To  Be  Fur- 
nished to  Secretary.— Under  regulations, 
the  transferor  and  transferee  in  an  applica- 
ble asset  acquisition  shall,  at  such  times  and 
in  such  manner  as  may  be  provided  in  such 
regulations,  furnish  to  the  Secretary  the  fol- 
lowing information: 

"(1)  The  amount  of  the  consideration  re- 
ceived for  the  assets  which  is  allocated  to 
goodwill  or  going  concern  value. 

"(2)  Any  modification  of  the  amount  de- 
scribed in  paragraph  (1). 

"(3)  Any  other  information  with  respect  to 
other  assets  transferred  in  such  acquisition 
as  the  Secretary  may  find  necessary  to  carry 
out  the  provisions  of  this  section. 

"(c)  Applicable  Asset  Acquisition.— For 
purposes  of  this  section,  the  term  'applicable 
asset  acquisition'  means  any  transfer 
(whether  directly  or  indirectly)— 

"(1)  of  assets  which  constitute  a  trade  or 
business,  and 

"(2)  with  respect  to  which  the  transferee's 
basis  in  such  assets  is  determined  wholly  by 
reference  to  the  consideration  paid  for  such 
assets. 

A  transfer  shall  not  be  treated  as  failing  to 
be  an  applicable  asset  acquisition  merely  be- 
cause section  1031  applies  to  a  portion  of 
the  assets  transferred. " 

(b)  Conforming  Amendment.— The  table  of 
sections  for  part  IV  of  subchapter  O  of  chap- 
ter 1  is  amended  by  striking  out  the  item  re- 
lating to  section  1060  and  inserting  in  lieu 
thereof  the  following  new  items: 
"Sec.  1060.  Special  allocation  rules  for  cer- 
tain asset  acquisitions. 

"Sec.  1061.  Cross  references." 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  any  ac- 
quisition of  assets  after  May  6,  1986,  unless 
such  acquisition  is  pursuant  to  a  binding 
contract  which  was  in  effect  on  May  6,  1986, 
and  at  all  times  thereafter. 

SEC.  S42.  MODIFICATION  OF  DEFINITION  OF  RELAT- 
ED PARTY. 

(a)  Definitions  of  Related  Party  fop.  Pur- 
poses OF  Certain  Sales.— 

(1)  Sale  of  depreciable  property  between 
certain  related  taxpayers.— 

(A)  In  GENERAU-Paragraph  (1)  of  section 
1239(b)  (defining  related  persons)  is  amend- 
ed by  striking  out  "80-percent  owned  enti- 
ties" and  inserting  in  lieu  thereof  "con- 
trolled entities". 

(B)  Controlled  entity  defined.— 
(i)  In  general.— Section  1239(c)(1)  (defin- 
ing 80-percent  owned  entity)  is  amended— 

(I)  by  striking  out  "80-percent  owned 
entity"  and  inserting  in  lieu  thereof  "con- 
trolled entity", 

(II)  by  striking  out  '80  percent  or  more  in 
vfdue"  in  subparagraph  (A)  and  inserting  in 
lieu  thereof  "more  than  50  percent  of  the 
value", 

(III)  by  striking  out  "80  percent  or  more" 
in  subparagraph  (B)  and  inserting  in  lieu 
thereof  "more  than  50  percent",  and 

(IV)  by  striking  out  "and"  at  the  end  of 
subparagraph  (A),  by  striking  out  the  period 


at  the  end  of  subparagraph  (B)  and  insert- 
ing ",  and",  and  by  adding  at  the  end  there- 
of the  following  new  paragraph: 

"(C)  any  entity  which  is  a  related  person 
to  such  person  under  paragraph  (3),  (101, 
(11),  or  (12)  of  section  267(b). " 

(ii)  Conforming  amendment.— Section 
1239(c)  is  amended  by  striking  out  "80-Per- 
cent Owned  Entity"  in  the  heading  thereof 
and  inserting  in  lieu  thereof  "Controlled 
Entity", 

(C)  Constructive  ownership.— Paragraph 
(2)  of  section  1239(c)  is  amended  to  read  as 
follows: 

"(2)  CoNSTRU(ynvE  ownership.— For  pur- 
poses of  this  section,  ownership  shall  be  de- 
termined in  accordance  with  rules  similar 
to  the  rules  under  section  267(c)  (other  than 
paragraph  (3)  thereof). " 

(D)  Conforming  amendment.— Section 
453(g)  is  amended  by  striking  out  "80-Per- 
cent Owned"  in  the  heading  thereof  and  in- 
serting in  lieu  thereof  "Controlled". 

(2)  Partnerships.— Paragraph  <2)  of  sec- 
tion 707(b)  (relating  to  gains  treated  as  or- 
dinary income)  is  amended  by  striking  out 
"80  percent"  each  place  it  appears  and  in- 
serting in  lieu  thereof  "SO  percent". 

(3)  Installment  sales.— Paragraph  (1)  of 
section  453(f)  (defining  related  person)  is 
amended  to  read  as  follows: 

"(1)  Related  person.— Except  for  purposes 
of  subsection  ig)  and  ih),  the  term  related 
person'  means— 

"(A)  a  person  whose  stock  would  be  attrib- 
uted under  section  318(a)  (other  than  para- 
graph (4)  thereof)  to  the  person  first  dispos- 
ing of  the  property,  or 

"(B)  a  person  who  bears  a  relatiOTiship  de- 
scribed in  section  267(b)  to  the  person  first 
disposing  of  the  property. " 

(b)  Rules  Relating  to  Conttnqent  Pay- 
ments. — 

(1)  Payments  to  be  received  defined.— Sec- 
tion 453(f)  (relating  to  definitions  and  spe- 
cial rules)  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(8)  Payments  to  be  received  defined.— 
The  term  payment  to  be  received'  includes— 

"(A)  the  aggregate  amount  of  all  payments 
which  are  not  contingent  as  to  amount,  and 

"(B)  the  fair  market  value  of  any  pay- 
ments which  are  contingent  as  to  amount " 

(2)  Sale  of  depreciable  properiy  between 
related  parties —Paragraph  (1)  of  section 
453(g)  (relating  to  sale  of  depreciable  prop- 
erty to  controlled  entities)  is  amended  to 
read  as  follows: 

"(1)  In  GENERAL— In  the  case  of  an  install- 
ment sale  of  depreciable  property  between 
related  persons  (within  the  meaning  of  sec- 
tion 1239(b))- 

"(A)  subsection  (a)  shall  not  apply,  and 

'•(B)  for  purposes  of  this  title— 

"(i)  except  as  provided  in  cla'use  (ii).  aU 
payments  to  be  received  shall  be  treated  as 
received  in  the  year  of  the  disposition,  and 

"(ii)  in  the  case  of  any  paymenU  which 
are  contingent  as  to  amount  but  with  re- 
spect to  which  the  fair  market  value  may 
not  be  reasonably  ascertained— 

"(I)  the  basis  shall  be  recovered  ratably, 
and 

"(II)  the  purchaser  may  not  increase  the 
basis  of  any  property  acquired  in  such  sale 
by  any  amount  before  suc/i  time  as  the  seller 
includes  such  amount  in  income. " 

(c)  Effective  Date.— 

(1)  In  GENERAL.— Except  as  provided  in 
paragraph  (2),  the  amendments  made  by 
this  section  shall  apply  to  sales  after  the 
date  of  the  enactment  of  this  Act  in  taxable 
years  ending  after  such  date. 
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(2)  TRADlTtOSAL  RULE  FOR  BINDING  CON- 
TRACTS.—The  amendments  made  by  this  sec- 
tion shall  not  apply  to  sales  made  after 
AugiLst  14,  1986,  which  are  made  pursuant 
to  a  binding  contract  in  effect  on  August  14, 
1986,  and  at  all  times  thereafter. 

SEC.  Ut  TREATMBST  OF  AMOKTIZABLE  BOSD  PRE- 
MUM  AS  ISTEREST. 

(a)  In  General.— Section  171  /relating  to 
amortizable  bond  premium!  is  amended  by 
redesignating  subsection  (e)  as  <f)  and  by  in- 
serting after  subsection  (d)  the  following 
new  subsection: 

"(e>  Treatment  as  Interest.— Except  as 
provided  in  regulations,  the  amount  of  any 
amortizable  bond  premium  with  respect  to 
which  a  deduction  is  allowed  under  subsec- 
tion (a)ll)  for  any  taxable  year  shall  be 
treated  as  interest  for  purposes  of  this  title. " 

(bJ  Effective  Date.— 

Ill  In  general.— The  amendment  made  by 
subsection  (a)  shall  apply  to  obligations  ac- 
quired after  the  date  of  the  enactment  of  this 
Act.  in  taxable  years  ending  after  such  date. 

(21  Revocation  or  election.- In  the  case  of 
a  taxpayer  with  respect  to  whom  an  election 
is  in  effect  on  the  date  of  enactment  of  this 
Act  under  section  171(c)  of  the  Internal  Rev- 
enue Code  of  1986,  such  election  shall  apply 
to  obligations  issued  after  the  date  of  the  en- 
actment of  this  Act  only  if  the  taxpayer 
chooses  (at  such  time  and  in  such  manner 
as  may  be  prescribed  by  the  Secretary  of  the 
Treasury  or  his  delegate/  to  have  such  elec- 
tion apply  with  respect  to  such  obligations. 

SEC.  U4.   PROMSIOSS  RELATISC  TO  COOPERATIVE 
HOISISG  CORPflRATIOSS. 

(a)  Tenant-Stockholder  May  Include 
Person  Other  Than  Individual.— 

(1)  In  GENERAU-Section  216(b)(2>  (defin- 
ing tenant-stockholder)  is  amended— 

(A)  by  striking  out  'an  individual"  and 
inserting  in  lieu  thereof  "a  person",  and 

(B)  by  striking  out  "such  individual"  and 
inserting  in  lieu  thereof  "such  person". 

(2/  Prior  approval  of  occupancy.— Para- 
graphs (5)  and  (6)  of  section  216(b)  are 
amended  to  read  as  follows: 

"(5)  Prior  approval  of  occupancy.— For 
purposes  of  this  section,  in  the  following 
cases  there  shall  not  be  taken  into  account 
the  fact  that  (by  agreement  with  the  cooper- 
ative housing  corporation)  the  person  or  his 
nominee  may  not  occupy  the  house  or  apart- 
ment without  the  prior  approval  of  such  cor- 
poration: 

"(A)  In  any  case  where  a  person  acquires 
stock  of  a  cooperative  housing  corporation 
by  operation  of  law. 

"(Bl  In  any  case  where  a  person  other 
than  an  individual  acquires  stock  of  a  coop- 
erative housing  corporation. 

"(C)  In  any  case  where  the  original  seller 
acquires  any  stock  of  the  cooperative  hous- 
ing corporation  from  the  corporation  not 
later  than  1  year  after  the  date  on  which  the 
apartments  or  houses  (or  leaseholds  therein) 
are  transferred  by  the  original  seller  to  the 
corporation. 

"(6)  Original  seller  defined.— For  pur- 
poses of  paragraph  (5),  the  term  'original 
seller'  means  the  person  from  whom  the  cor- 
poration has  acquired  the  apartments  or 
houses  (or  leaseholds  therein).  ". 

(b)  Treatment  of  Depreciation.— Section 
216(c)  (relating  to  treatment  as  property 
subject  to  depreciation)  is  amended  to  read 
as  follows: 

"(c)  Treatment  as  Property  Subject  to 
Deprecia  tton.  — 

"(1/  In  aENERAL.—So  much  of  the  stock  of  a 
tenant-stockholder  in  a  cooperative  housing 
corporation  as  is  allocable,  under  regula- 
tions prescribed  by  the  Secretary,  to  a  pro- 
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prietary  lease  or  right  of  tenancy  in  proper- 
ty subject  to  the  allowance  for  depreciation 
under  section  167(a)  shall,  to  the  extent  such 
proprietary  lease  or  right  of  tenancy  is  used 
by  such  tenant-stockholder  in  a  trade  or 
business  or  for  the  production  of  income,  be 
treated  as  property  subject  to  the  allowance 
for  depreciation  under  section  167(a).  The 
preceding  sentence  shall  not  be  construed  to 
limit  or  deny  a  deduction  for  depreciation 
under  section  167(a)  by  a  cooperative  hous- 
ing corporation  with  respect  to  property 
owned  by  such  a  corporation  and  leased  to 
tenant-stockholders. 
"(2)  Deduction  limited  to  adjusted  basis 

IN  stock.— 

"(A)  In  general.— The  amount  of  any  de- 
duction for  depreciation  allowable  under 
section  167(a)  to  a  tenant-stockholder  with 
respect  to  any  stock  for  any  taxable  year  by 
reason  of  paragraph  (1)  shall  not  exceed  the 
adjusted  basis  of  such  stock  as  of  the  close  of 
the  taxable  year  of  the  tenant-stockholder  in 
which  such  deduction  was  incurred. 

"(B)  Carryforward  of  disallowed 
amount.— The  amount  of  any  deduction 
which  is  not  allowed  by  reason  of  subpara- 
graph (A)  shall,  subject  to  the  provisions  of 
subparagraph  (A),  be  treated  as  a  deduction 
allowable  under  section  167(a)  in  the  suc- 
ceeding taxable  year. ". 

(c)  Disallowance  of  Deductions  for  Pay- 
ments to  Corporation.— Section  216  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"Id)  Disallowance  of  Deduction  for  Cer- 
tain Payments  to  the  Corporation.— No  de- 
duction shall  be  allowed  to  a  stockholder  in 
a  cooperative  housing  corporation  for  any 
amount  paid  or  accrued  to  such  corporation 
during  any  taxable  year  (in  excess  of  the 
stockholder's  proportionate  share  of  the 
items  described  in  subsections  (a)(1)  and 
(a)(2))  to  the  extent  that,  under  regulations 
prescribed  by  the  Secretary,  such  amount  is 
properly  allocable  to  amounts  paid  or  in- 
curred at  any  time  by  the  corporation  which 
are  chargeable  to  the  corporation's  capital 
account.  The  stockholders  adjusted  basis  in 
the  stock  in  the  corporation  shall  be  in- 
creased by  the  amount  of  such  disallow- 
ance. " 

(d)  Deduction  of  Taxes  and  Interest.— 
Paragraph  (3)  of  section  216(b)  (defining 
tenant-stockholder's  proportionate  share)  is 
amended  to  read  as  follows: 

"(3)  Tenant-stockholder's  proportionate 
share.— 

"(A)  In  general.— Except  as  provided  in 
subparagraph  (B),  the  term  'tenant-stock- 
holder's proportionate  share'  means  that 
proportion  which  the  stock  of  the  coopera- 
tive housing  corporation  owned  by  the 
tenant-stockholder  is  of  the  total  outstand- 
ing stock  of  the  corporation  (including  any 
stock  held  by  the  corporation). 

"(BJ  Special  rule  where  allocation  of 
taxes  or  interest  reflect  cost  to  corpora- 
tion OF  stockholder  's  unit.- 

"(i)  In  general.— If,  for  any  taxable  year— 

"(I)  each  dwelling  unit  owned  or  leased  by 
a  cooperative  housing  corporation  is  sepa- 
rately allocated  a  share  of  such  corpora- 
tion's real  estate  taxes  described  in  subsec- 
tion (a)(1)  or  a  share  of  such  corporation's 
interest  described  in  subsection  (a)(2),  and 

"(II)  such  allocations  reasonably  reflect 
the  cost  to  such  corporation  of  such  taxes,  or 
of  such  interest,  attributable  to  the  tenant- 
stockholder's  dwelling  unit  (and  such  unit's 
share  of  the  common  areas), 
then  the  term  'tenant-stockholder's  propor- 
tionate share'  means  the  shares  determined 
in  accordance  with  the  allocations  described 
in  subclause  (II). 


"(ii)  Election  by  corporation  required.— 
Clause  (i)  shall  apply  with  respect  to  any  co- 
operative housing  corporation  only  if  such 
corporation  elects  its  application.  Such  an 
election,  once  made,  may  be  revoked  only 
with  the  consent  of  the  Secretary. " 

(e)  Treatment  of  Amounts  Received  in 
Connection  With  the  Refinancing  of  In- 
debtedness OF  Certain  Cooperative  Hous- 
ing Corporations:  Treatment  of  Amounts 
Paid  From  Qualified  Refinancing-Related 
Reserve.— 

(1)  Pa  yment  of  closing  costs  and  creation 
of  reserve  excluded  from  gross  income.— 
For  purposes  of  the  Internal  Revenue  Code 
of  1954,  no  amount  shall  be  included  in  the 
gross  income  of  a  qualified  cooperative 
housing  corporation  by  reason  of  the  pay- 
ment or  reimbursement  by  a  city  housing  de- 
velopment agency  or  corporation  of 
amounts  for— 

(A)  closing  costs,  or 

(B)  the  creation  of  reserves  for  the  quali- 
fied cooperative  housing  corporation, 

in  connection  with  a  qualified  refinancing. 

(2)  Income  from  reserve  fund  treated  as 
member  income.— 

(A)  In  general.— Income  from  a  qualified 
refinancing-related  reserve  shall  be  treated 
as  derived  from  its  members  for  purposes 
of-. 

(i)  section  216  of  the  Internal  Revenue 
Code  of  1954  (relating  to  deduction  of  taxes, 
interest,  and  business  depreciation  by  coop- 
erative housing  corporation  tenant-stock- 
holder), and 

(ii)  section  277  of  such  Code  (relating  to 
deductions  incurred  by  certain  membership 
organisations  in  transactions  with  mem- 
bers). 

(B)  No  inference.— Nothing  in  the  provi- 
sions of  this  paragraph  shall  be  construed  to 
infer  that  a  change  in  law  is  intended  with 
respect  to  the  treatment  of  deductions  under 
section  277  of  the  Internal  Revenue  Code  of 
1954  with  respect  to  cooperative  housing 
corporations,  and  any  determination  of 
such  issue  shall  be  made  as  if  such  provi- 
sions had  not  been  enacted. 

(3)  Treatment  of  certain  interest  claimed 
AS  deduction.— Any  amount— 

(A)  claimed  (on  a  return  of  tax  imposed  by 
chapter  1  of  the  Internal  Revenue  Code  of 
1954)  as  a  deduction  by  a  qualified  coopera- 
tive housing  corporation  for  interest  for  any 
taxable  year  beginning  before  January  1, 
1986.  on  a  second  mortgage  loan  made  by  a 
city  housing  development  agency  or  corpo- 
ration in  connection  with  a  qualified  refi- 
nancing, and 

(B)  reported  (before  April  16.  1986)  by  the 
qualified  cooperative  housing  corporation 
to  its  tenant-stockholders  as  interest  de- 
scribed in  section  216(a)(2)  of  such  Code, 
shall  be  treated  for  purposes  of  such  Code  as 
if  such  amount  were  paid  by  such  qualified 
cooperative  housing  corporation  during 
such  taxable  year. 

(4)  Qualified  cooperative  Housma  corpo- 
ration.— 

(A)  In  general.— For  purposes  of  this  sub- 
section, the  term  "qualified  cooperative 
housing  corporation"  means  any  corpora- 
tion if— 

(i)  such  corporation  is,  after  the  applica- 
tion of  paragraphs  (1)  and  (2),  a  cooperative 
housing  corporation  (as  defined  in  section 
216(b)  of  the  Internal  Revenue  Code  of 
1954), 

di)  such  corporation  is  subject  to  a  quali- 
fied limited-profit  housing  companies  lata, 
and 

(Hi)  such  corporation  either— 
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(I)  filed  for  incorporation  on  July  22, 
196S.  or 

(ID  filed  for  incorporation  on  March  5, 
1964. 

(B)  Qualified  umited-profit  housing  com- 
panies LAW.— For  purposes  of  subparagraph 
(A),  the  term  "qualified  limited-profit  hous- 
ing companies  law"  means  any  limited- 
profit  housing  companies  law  which  limits 
the  resale  price  for  a  tenant-stockholder's 
stock  in  a  cooperative  housing  corporation 
to  the  sum  of  his  basis  for  such  stock  plus 
his  proportionate  share  of  part  or  all  of  the 
amortization  of  any  mortgage  on  the  build- 
ing owned  by  such  corporation. 

IS)  Qualified  refinancing.— For  purposes 
of  this  subsection,  the  term  "qualified  refi- 
nancing" means  any  refinancing— 
lA)  which  occurred— 

li)  with  respect  to  a  qualified  cooperative 
horising  corporation  described  in  paragraph 
<4KA)liii)lI)  on  September  20,  1978,  or 

(ii)  with  respect  to  a  qualified  cooperative 
housing  corporation  described  in  paragraph 
(4)<A)liii)(U)  on  November  21.  1978.  and 

IB)  in  which  a  qualified  cooperative  hoiLS- 
ing  corporation  refinanced  a  first  mortgage 
loan  made  to  such  corporation  by  a  city 
housing  development  agency  with  a  first 
mortgage  loan  made  by  a  city  housing  devel- 
opment corporation  and  insured  by  an 
agency  of  the  Federal  Government  and  a 
second  mortgage  loan  made  by  such  city 
housing  development  agency,  in  the  process 
of  which  a  reserve  was  created  las  required 
by  such  Federal  agency)  and  closing  costs 
u^rre  paid  or  reimbursed  by  such  city  hous- 
ing development  agency  or  corporation. 

16)  Qualified  refinancing-related  re- 
serve.—For  purposes  of  this  subsection,  the 
term  "qualified  refinancing-related  reserve" 
means  any  reserve  of  a  qualified  cooperative 
hotising  corporation  with  respect  to  the  cre- 
ation of  which  no  amount  was  included  in 
the  gross  income  of  such  corporation  by 
reason  of  paragraph  la). 

17)  Treatment  of  amounts  paid  from  quali- 
fied refinancing-related  reserve.— 

I  A)  In  general.— With  respect  to  any  pay- 
ment from  a  qualified  refinancing-related 
reserve  out  of  amounts  excluded  from  gross 
income  by  reason  of  paragraph  ID— 

li)  no  deduction  shall  be  allowed  under 
chapter  1  of  such  Code,  and 

Hi)  the  basis  of  any  property  acquired 
with  such  payment  Idetermined  unthout 
regard  to  this  subparagraph)  shall  be  re- 
duced by  the  amount  of  such  payment 

IB)  Ordering  rules.— For  purposes  of  sub- 
paragraph I  A),  payments  from  a  reserve 
shall  be  treated  as  being  made— 

li)  first  from  amounts  excluded  from  gross 
income  by  reason  of  paragraph  ID  to  the 
extent  thereof,  and 

Hi)  then  from,  other  amounts  in  the  re- 
serve. 

(f)  Effective  Date.— 

(1)  In  aENERAL.—The  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31,  1986. 

12)  Subsection  le).— 

lA)  Except  as  provided  in  subparagraph 
IB),  subsection  le)  shall  apply  to  taxable 
years  beginning  before  January  1,  1986. 

IB)  Subsection  Ie)l7)  shall  apply  to 
amounts  paid  or  incurred,  and  property  ac- 
quired, in  taxable  years  beginning,  after  De- 
cember 31,  198S. 

SBC.  S4S.  SPECIAL  RULES  RELATING  TO  PERSONAL 
HOLDING  COMPANY  TAX. 

(a)  Computer  Software  Royalties.— 

11)  In  general.- Paragraph  ID  of  section 

S43la)  Idefining  personal  holding  company 

income)  is  amended— 


lA)  by  striking  out  "and"  at  the  end  of 
subparagraph  lA), 

IB)  by  striking  out  the  period  at  the  end  of 
subparagraph  IB)  and  inserting  in  lieu 
thereof  ",  and",  and 

IC)  by  adding  at  the  end  thereof  the  follow- 
ing new  subparagraph: 

"lO  active  business  computer  software 
royalties  Iwilhin  the  meaning  of  subsection 
Id)). " 

12)  Active  business  computer  software 
ROYALTIES  defined.— Section  543  is  amended 
by  adding  at  the  end  thereof  the  following 
new  subsection: 

"Id)  Active  Business  Computer  Software 
Royalties.— 

"ID  In  general.— For  purposes  of  this  sec- 
tion, the  term  'active  business  computer 
software  royalties'  means  any  royalties— 

"IA)  received  by  any  corporation  during 
the  taxable  year  in  connection  with  the  li- 
censing of  computer  software,  and 

"IB)  with  respect  to  which  the  require- 
ments of  paragraphs  12),  13),  14),  and  IS)  are 
met 

"12)  Royalties  must  be  received  by  corpo- 
ration actively  engaged  in  computer  soft- 
ware business.— The  requirements  of  this 
paragraph  are  met  if  the  royalties  described 
in  paragraph  ID— 

"IA)  are  received  by  a  corporation  engaged 
in  the  active  conduct  of  the  trade  or  busi- 
ness of  developing,  manufacturing,  or  pro- 
ducing computer  software,  and 

"IB)  are  attributable  to  computer  software 
which— 

"li)  is  developed,  manufactured,  or  pro- 
duced by  such  corporation  lor  its  predeces- 
sor) in  connection  with  the  trade  or  business 
described  in  subparagraph  IA),  or 

"Hi)  is  directly  related  to  such  trade  or 
business. 

"13)  Royalties  must  constitute  at  least  so 
percent  of  income.— The  requirements  of 
this  paragraph  are  met  if  the  royalties  de- 
scribed in  paragraph  il)  constitute  at  least 
50  percent  of  the  ordinary  gross  income  of 
the  corporation  for  the  taxable  year 

"14)  Deductions  under  sections  lez  and  174 
relating  to  royalties  must  equal  or  exceed 
zs  percent  of  ordinary  gross  income.— 

"IA)  In  general.— The  requirements  of  this 
paragraph  are  met  if— 

"li)  the  sum  of  the  deductions  allowable  to 
the  corporation  under  sectiOTis  162,  174,  and 
195  for  the  taxable  year  which  are  properly 
allocable  to  the  trade  or  business  described 
in  paragraph  12)  equals  or  exceeds  25  per- 
cent of  the  ordinary  gross  income  of  such 
corporation  for  such  taxable  year,  or 

"Hi)  the  average  of  such  deductions  for  the 
5-taxable  year  period  ending  toiWi  such  tax- 
able year  equals  or  exceeds  25  percent  of  the 
average  ordinary  gross  income  of  such  cor- 
poration for  such  period. 
If  a  corporation  has  not  been  in  existence 
during  the  5-tasable  year  period  described 
in  clause  Hi),  then  the  period  of  existence  of 
such  corporation  shall  be  substituted  for 
such  5-taxable  year  period. 

"IB)  Deductions  allowable  under  section 
IS!.— For  purposes  of  subparagraph  I  A),  a  de- 
duction shall  not  be  treated  as  allowable 
under  section  162  if  it  is  specifically  allow- 
able under  another  section. 

"lO  Limitation  on  allowable  deduc- 
tions.—For  purposes  of  subparagraph  IA), 
no  deduction  shall  be  taken  into  account 
with  respect  to  compensation  for  personal 
services  rendered  by  the  5  individual  share- 
holders holding  the  largest  percentage  Iby 
value)  of  the  outstanding  stock  of  the  corpo- 
ration. For  purposes  of  the  preceding  sen- 
tence— 


"li)  individuals  holding  less  than  5  per- 
cent Iby  value)  of  the  stock  of  such  corpora- 
tion shall  not  be  taken  into  account,  and 

"Hi)  stock  deemed  to  be  owned  by  a  share- 
holder solely  by  attribution  from  a  partner 
under  section  544la)l2)  shall  be  disregarded. 

"iSi    Dividends   must  equal    or    exceed 

EXCESS  OF  PERSONAL  HOLDING  COMPANY  INCOME 
OVER  10  PERCENT  OF  ORDINARY  GROSS 
INCOME.— 

"IA)  In  general— The  requirements  of  this 
paragraph  are  met  if  the  sum  of— 

"li)  the  dividends  paid  during  the  taxable 
year  Idetermined  under  section  562), 

"Hi)  the  dividends  considered  as  paid  on 
the  last  day  of  the  taxable  year  under  sec- 
tion 5631c)  las  limited  by  the  second  sen- 
tence of  section  S63ib)).  and 

"liii)  the  consent  dividends  for  the  taxable 
year  idetermined  under  section  S65A 
equals  or  exceeds  the  amount  if  any,  by 
which  the  personal  holding  company  income 
for  the  taxable  year  exceeds  10  percent  of  the 
ordinary  gross  income  of  such  corporation 
for  such  taxable  year. 

"IB)  Computation  of  personal  holding 
COMPANY  INCOME.— For  purposes  of  this  para- 
graph, personal  holding  company  incom£ 
shall  be  computed— 

"li)  without  regard  to  amounts  described 
in  subsection  ia)ll)iC>, 

"Hi)  without  regard  to  interest  income 
during  any  taxable  year— 

"ID  which  is  in  the  5-taxable  year  period 
beginning  with  the  later  of  the  1st  taxable 
year  of  the  corporation  or  the  1st  taxable 
year  in  which  the  corporation  conducted  the 
trade  or  business  described  in  paragraph 
1 2)1  A),  and 

"III)  durifg  which  the  corporation  meets 
the  requirements  of  paragraphs  12),  13),  and 
14),  and 

"liii)  by  including  adjusted  income  from 

rents  and  adjusted  income  from  mineral,  oil 

and  gas  royalties   iwithin  the  meaning  of 

paragraphs  12)  and  13)  of  subsection  la)). 

"16)  Special  rules  for  affilutzd  orovp 

MEMBERS.— 

"IA)  In  general.— In  any  case  in  which— 

"li)  the  taxpayer  receives  royalties  in  con- 
nection with  the  licensing  of  computer  soft- 
ware, and 

"Hi)  another  corporation  which  is  a 
member  of  the  same  affiliated  group  as  the 
taxpayer  meets  the  requirements  of  para- 
graphs 12).  13),  14).  and  IS)  toith  respect  to 
such  computer  software, 
the  taxpayer  shall  be  treated  as  having  met 
such  requirements. 

"IB)  Affiliated  group— For  purposes  of 
this  paragraph,  the  term  'affiliaUd  group' 
has  the  meaning  given  such  term  by  section 
lS04la)." 

13)  Foreign  personal  holding  company 
income.— Paragraph  U)  of  section  S53la) 
Idefining  foreign  personal  holding  company 
income)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "This 
paragraph  shall  not  apply  to  active  business 
computer  software  royalties  las  defined  in 
section  S43ld)). " 

14)  Conforming  amendments.— 

IA)  Section  S43la)l4)  Irelating  to  copynght 
royalties)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "This, 
paragraph  shall  not  apply  to  active  business 
computer  software  royalties. ". 

IB)  Section  543lb)l3)  Irelating  to  adjusted 
incorrte  from  rents)  is  amended— 

li)  by  sinking  out  "or"  at  the  end  of  sub- 
paragraph IC), 

Hi)  by  sinking  out  the  period  at  the  end  of 
subparagraph  ID)  and  inserting  in  lieu 
thereof  ".  or",  and 
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(iiU  by  adding  at  the  end  thereof  the  fol 
lowing  new  subparagraph: 

"IE)  active  business  computer  software 
royalties  (as  defined  in  subsection  (d)). " 

<b)  Special  Rules  for  Broker-Dealers.— 
In  the  case  of  a  broker-dealer  which  is  part 
of  an  affiliated  group  which  files  a  consoli- 
dated Federal  income  tax  return,  the 
common  parent  of  which  was  incorporated 
in  Nevada  on  January  27,  1972,  the  personal 
holding  company  income  (within  the  mean- 
ing of  section  S43  of  the  Internal  Revenue 
Code  of  1986/  of  such  broker-dealer,  shall  not 
inclttde  any  interest  received  after  the  date 
of  the  enactment  of  this  Act  with  respect  to— 

(1)  any  securities  or  money  market  instru- 
ments held  as  inventory, 

(21  margin  accounts,  or 

(3)  any  financing  for  a  customer  secured 
by  securities  or  money  market  instruments. 

(c>  Special  Rule  for  Royalties  Received 
BY  QuAUFiED  Taxpayer.— 

(1)  In  general.— Any  qualified  royalty  re- 
ceived or  accrued  in  taxable  years  beginning 
after  December  31,  1981.  by  a  qualified  tax- 
payer shall  be  treated  in  the  sajne  manner  as 
a  royalty  with  respect  to  software  is  treated 
under  the  amendments  made  by  this  section. 

(2 J  QuAUFiED  TAXPAYER.— For  purposes  of 
this  subsection,  a  qualified  taxpayer  is  any 
taxpayer  incorporated  on  September  7.  1978, 
which  is  engaged  in  the  trade  or  business  of 
manufacturing  dolls  and  accessories. 

(3J  QUAUFIED  ROYALTY— For  purposes  of 
this  subsection,  the  term  "qualified  royalty" 
meaTvs  any  royalty  arising  from  an  agree- 
ment entered  into  in  1982  which  permits  the 
licensee  to  manufacture  and  sell  dolls  and 
accessories. 

(dt  Special  Rule  for  Treatment  of  Active 
Business  Computer  Royalties  for  S  Corpo- 
ration Purposes.— In  the  case  of  a  taxpayer 
which  was  incorporated  on  May  3.  1977.  in 
California  and  which  elected  to  be  taxed  as 
an  S  corporation  for  its  taxpable  year 
ending  on  December  31.  1985,  any  active 
business  computer  royalties  (within  the 
meaning  of  section  543(d)  of  the  Internal 
Revenue  Code  of  1986  as  added  by  this  Act) 
which  are  received  by  the  taxpayer  in  tax- 
able years  beginnii^g  after  December  31, 
1984,  shall  not  be  treated  as  passive  invest- 
ment income  (within  the  meaning  of  section 
1362(d)(3)(D))  for  purposes  of  subchapter  S 
of  chapter  1  of  such  Code. 

(e)  Effective  Date.— The  amendments 
made  by  subsection  (a)  shall  apply  to  royal- 
ties received  before,  on,  and  after  December 
31,  1986. 

SEC.  us.  CEKTAIN  ENTITIES  NOT  TREATED  AS  COR- 
PORA TtONS 

(a)  General  Rule.— For  purposes  of  the  In- 
ternal Revenue  Code  of  1986.  if  the  entity  de- 
scribed in  subsection  (b)  makes  an  election 
under  subsection  (c),  such  entity  shall  be 
treated  as  a  trust  to  which  subpart  E  of  part 
1  of  subchapter  J  of  chapter  1  of  such  Code 
applies. 

(b)  Entity.— An  entity  is  described  in  this 
subtection  if— 

(1)  such  entity  was  created  in  1906  as  a 
common  law  trust  and  is  governed  by  the 
trust  laws  of  the  State  of  Minnesota, 

(2)  such  entity  receives  royalties  from  iron 
ore  leases,  and 

(3)  income  interests  in  such  entity  are 
publicly  traded  on  a  national  stock  ex- 
change. 

(c)  Election.— 

(1)  In  OENERAU—An  election  under  this 
subsection  to  have  the  provisions  of  this  sec- 
tion apply— 

(A)  shall  be  made  by  the  board  of  trustees 
of  the  entity,  and 
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(B)  shall  not  be  valid  unless  accompanied 
by  an  agreement  described  in  paragraph  (2). 

(2)  AOREEMENT.-The  agreement  descrH>ed 
in  this  paragraph  is  a  written  agreement 
signed  by  the  board  of  trustees  of  the  entity 
which  provides  that  the  entity  will  not— 

(A)  sell  any  trust  property, 

(B)  purchase  any  additional  trust  proper- 
ties, or 

(C)  receive  any  income  other  than— 

(i)  income  from  long-term  mineral  leases, 
or 

(ii)  interest  or  other  income  attributable 
to  ordinary  and  necessary  reserves  of  the 
entity. 

(3)  Period  for  which  election  is  in 
effect.— An  election  under  this  subsection 
shall  be  in  effect  during  the  period— 

(A)  beginning  on  the  first  day  of  the  first 
taxable  year  beginning  after  the  date  of  the 
enactment  of  this  Act  and  following  the  tax- 
able year  in  which  the  election  is  made,  and 

(B)  ending  as  of  the  close  of  the  taxable 
year  preceding  the  taxable  year  in  which  the 
entity  ceases  to  be  described  in  subsection 
(b)  or  violates  any  term  of  the  agreement 
under  paragraph  (2). 

(4)  Manner  of  election.— Any  election 
under  this  subsection  shall  be  made  in  such 
manner  as  the  Secretary  of  the  Treasury  or 
his  delegate  may  prescribe. 

(d)  Special  Rules  for  Taxation  of 
Trust.— 

(1)  Election  treated  as  a  liquidation.- If 
an  election  is  made  under  subsection  (c) 
with  respect  to  any  entity— 

(A)  such  entity  shall  be  treated  as  having 
been  liquidated  into  a  trust  immediately 
before  the  period  described  in  subsection 
(c)(3)  in  a  liquidation  to  which  section  333 
of  the  Internal  Revenue  Code  of  1954  (as  in 
effect  before  the  amendments  made  by  this 
Act)  applies,  and 

(B)  any  person  holding  an  interest  in  the 
property  held  by  such  entity  as  of  such  time 
shall  be  treated  as  a  qualified  electing  share- 
holder for  purposes  of  section  333  of  such 
Code  (as  so  in  effect). 

(2)  Termination  of  election.— If  an  entity 
ceases  to  be  described  in  subsection  (b)  or 
violates  any  term  of  the  agreement  described 
in  subsection  (c)(2).  then  the  tax  imposed  on 
such  entity  for  the  taxable  year  in  which 
such  cessation  or  violation  occurs  shall  be 
increased  by  the  sum  of— 

(A)  the  amount  of  taxes  which  would  have 
been  imposed  on  such  entity  during  any  tax- 
able year  with  respect  to  which  an  election 
under  subsection  (c)  was  in  effect  if  such 
election  had  not  been  in  effect,  plus 

(B)  interest  determined  for  the  period— 

(i)  Ijeginning  on  the  due  date  for  any  such 
taxable  year,  and 

(ii)  ending  on  the  due  date  for  the  taxable 
year  in  which  such  cessation  or  violation 
occurs, 

by  using  the  rates  and  method  applicable 
under  section  6621  for  underpayments  of  tax 
for  such  period. 

(3)  Trust  ceasing  to  exist.— Paragraph  (2) 
shall  not  apply  if  the  trust  ceases  to  be  de- 
scribed in  subsection  (b)  or  violates  the 
agreement  in  subsection  (c)(2)  becaiwe  the 
trust  ceases  to  exist  or  by  reason  of  subsec- 
tion (e). 

(e)  Termination  of  Election.— Any  elec- 
tion under  subsection  (c)  shall  not  apply  to 
any  taxable  year  t>eginning  more  than  5 
years  after  the  date  of  the  enactment  of  this 
Act  unless  the  trust  petitions  a  court  of  com- 
petent jurisdiction  and  the  court  acts  to 
remove  from  the  trust  instrument  any 
powers  deemed  by  the  court  to  be  inconsist- 
ent with  the  operation  of  the  entity  as  a 
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trust  for  tax  purposes  (as  described  in  an  In- 
ternal Revenue  Service  ruling  dated  Novem- 
ber 1,  1983). 

SEC  t47.  SPECIAL  RVLE  FOR  DISPOSITION  OF  STOCK 
OF  SVBSIDIARY. 

If  for  a  taxable  year  of  an  affiliated  group 
filing  a  consolidated  return  ending  on  or 
before  December  31,  1987,  there  is  a  disposi- 
tion of  stock  of  a  subsidiary  (within  the 
meaning  of  Treasury  Regulation  section 
1.1502-19),  the  amount  required  to  be  in- 
cluded in  income  with  respect  to  such  dispo- 
sition under  Treasury  Regulation  section 
1.1 502-1 9(a)  shall,  notwithstanding  such 
section,  be  included  in  income  ratably  over 
the  15-year  period  beginning  with  the  tax- 
able year  in  which  the  disposition  occurs. 
The  preceding  sentence  shall  apply  only  if 
such  subsidiary  was  incorporated  on  Decem- 
ber 24.  1969,  and  is  a  participant  in  a  min- 
eral joint  venture  with  a  corporation  orga- 
nized under  the  laws  of  the  foreign  country 
in  which  the  joint  venture  mineral  project  is 
located. 

Subtitle  F— Regulated  Invettment  Companies 
SEC  SSI.  EXCISE  TAX  ().\  ISDISTRIBITED  ISCOME 
OF  RECILATED  l\VESTME.\T  COMPA- 
NIES. 

(a)  General  Rule.— Chapter  44  (relating  to 
real  estate  investment  trusts)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
section: 

"SEC  49S2.  EXCISE  TAX  OS  VNOISTRIBITED  ISCOME 
OF  REGVUTED  INVESTMENT  COMPA- 
MES 

"(a)  Imposition  of  Tax.— There  is  hereby 
imposed  a  tax  on  every  regulated  investment 
company  for  each  calendar  year  equal  to  4 
percent  of  the  excess  (if  any)  of— 

"(1)  the  required  distribution  for  such  cal- 
endar year,  over 

"(2)  the  distributed  amount  for  suc/i  calen- 
dar year. 

"(b)  Required  Distribution.— For  pur- 
poses of  this  section— 

"(1)  In  aENERAL.—The  term  'required  dis- 
tribution' means,  with  respect  to  any  calen- 
dar year,  the  sum  of— 

"(A)  97  percent  of  the  regulated  invest- 
ment company's  ordinary  income  for  such 
calendar  year,  plus 

"(B)  90  percent  of  the  regulated  invest- 
ment company's  capital  gain  net  income  for 
the  1-year  period  ending  on  October  31  of 
such  calendar  year. 

"(2)  Increase  by  prior  year  shortfall.— 
The  amount  determined  under  paragraph 
(1)  for  any  calendar  year  shall  be  increased 
by  the  excess  (if  any)  of— 

"(A)  the  grossed  up  required  distribution 
for  the  preceding  calendar  year,  over 

"(B)  the  distributed  amount  for  such  pre- 
ceding calendar  year. 

"(3)  Grossed  up  required  distribution.- 
The  grossed  up  required  distribution  for  any 
calendar  year  is  the  required  distribution 
for  such  year  determined— 

"(A)  with  the  application  of  paragraph  (2) 
to  such  taxable  year,  and 

"(B)  by  substituting  '100  percent'  for  each 
percentage  set  forth  in  paragraph  (1). 

"(c)  Distributed  Amount.— For  purposes  of 
this  section— 

"(1)  In  GENERAL-The  term  'distributed 
amount'  means,  with  respect  to  any  calen- 
dar year,  the  sum  of— 

"(A)  the  deduction  for  dividends  paid  (as 
defined  in  section  561)  during  such  calendar 
year,  and 

"(B)  any  amount  on  which  tax  is  imposed 
under  subsection  (b)(1)  or  (b)(3)(A)  of  sec- 
tion 852  for  any  taxable  year  ending  in  such 
calendar  year. 
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"(2)  Increase  by  prior  year  overdistrjbu- 
TiON.—The  amount  determined  under  para- 
graph (1)  for  any  calendar  year  shall  be  in- 
creased by  the  excess  (if  any  J  of— 

"(A)  the  distributed  amount  for  the  preced- 
ing calendar  year  (determined  with  the  ap- 
plication of  this  paragraph  to  such  preced- 
ing calendar  year),  over 

"(B)  the  grossed  up  required  distribution 
for  such  preceding  calendar  year. 

"(3)  Determination  of  dividends  paid.— 
The  amount  of  the  dividends  paid  during 
any  calendar  year  shall  be  determined  with- 
out regard  to— 
"(A)  the  provisions  of  section  855,  and 
"(B)  any  exempt-interest  dividend  as  de- 
fined in  section  852(b)(5). 

"(d)  Time  for  Payment  of  Tax.— The  tax 
imposed  by  this  section  for  any  calendar 
year  shall  be  paid  on  or  before  March  15  of 
the  following  calendar  year. 

"(e)  Definitions  and  Special  Rules.— For 
purposes  of  this  section— 

"(1)  Ordinary  income.— The  term  ordi- 
nary income'  means  the  investment  compa- 
ny taxable  income  (as  defined  in  section 
852(b)(2))  determined— 

"(A)  without  regard  to  subparagraphs  (A) 
and  (D)  of  section  852(b)(2), 

"(B)  by  not  taking  into  account  any  gain 
or  loss  from  the  sale  or  exchange  of  a  capital 
asset,  and 

"(C)  by  treating  the  calendar  year  as  the 
company's  taxable  year. 

"(2)  Capital  gain  net  income.— The  term 
'capital  gain  net  income'  has  the  meaning 
fifiren  to  such  term  by  section  1222(9)  (deter- 
mined by  treating  the,  1-year  period  ending 
on  October  31  of  any  calendar  year  as  the 
company's  taxable  year). 

"(3)  Treatment  of  deficiency  distribu- 
tions.—In  the  case  of  any  deficiency  divi- 
dend (as  defined  in  section  860(f))— 

"(A)  such  dividend  shall  be  taken  into  ac- 
count when  paid  without  regard  to  section 
860,  and 

"(B>  any  income  giving  rise  to  the  adjust- 
ment shall  be  treated  as  arising  when  the 
dividend  is  paid. 

"(4)  Election  to  use  taxable  year  in  cer- 
tain cases.— 
"(A)  In  general.— If— 

"(i)  the  taxable  year  of  the  regulated  in- 
vestment company  ends  with  the  month  of 
November  or  December,  and 

"(ii)  such  company  makes  an  election 
under  this  paragraph, 

subsection  (b)(1)(B)  and  paragraph  (2)  of 
this  subsection  shall  be  applied  by  taking 
into  account  the  company's  taxable  year  in 
lieu  of  the  1-year  period  ending  on  October 
31  of  the  calendar  year. 

"(B)  Election  revocable  only  with  con- 
sent.—An  election  under  this  paragraph, 
once  made,  may  be  revoked  only  with  the 
consent  of  the  Secretary. " 
(b)  Related  Amendments.— 
(1)  Time  certain  dividends  taken  into  ac- 
count.— 

(A)  Subsection  (b)  of  section  852  (relating 
to  method  of  taxation  of  regulated  invest- 
ment companies  and  their  shareholders)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(6)  Time  certain  dividends  taken  into  ac- 
count.— For  purposes  of  this  title,  any  divi- 
dend declared  by  a  regulated  investment 
company  in  December  of  any  calendar  year 
and  payable  to  shareholders  of  record  on  a 
specified  date  in  such  month  shall  be 
deemed— 

"(A)  to  have  been  received  by  each  share- 
holder on  such  date,  and 

"(B)  to  have  been  paid  by  such  company 
on  such  date  (or,  if  earlier,  as  provided  in 
section  8SS). 


The  preceding  sentence  shall  apply  only  if 
such  dividend  is  actuaily  paid  by  the  com- 
pany before  February  1  of  the  following  cal- 
endar year. " 

(B)  Subsection  (b)  of  section  855  is  amend- 
ed by  striking  out  "Amounts"  and  inserting 
in  lieu  thereof  "Except  as  provided  in  sec- 
tion 852(b)(6),  amounts". 

(2)  Treatment  of  earnings  and  profits.— 
Subsection  (c)  of  section  852  is  amended  to 
read  as  follows: 
"(c)  Earnings  and  Profits.— 
"(1)  In  general.— The  earnings  and  profits 
of  a  regulated  investment  company  for  any 
taxable  year  (but  not  its  accumulated  earn- 
ings and  profits)  shall  not  be  reduced  by  any 
amount  which  is  not  allowable  as  a  deduc- 
tion in  computing  its  taxable  incoTne  for 
such  taxable  year.  For  purposes  of  this  sub- 
section, the  term  'regulated  investment  com- 
pany' includes  a  domestic  corporation 
which  is  a  regulated  investment  company 
determined  without  regard  to  the  require- 
ments of  subsection  (a). 

"(2)  Coordination  with  tax  on  undistrib- 
uted income.— A  regulated  investment  com- 
pany shall  be  treated  as  having  sufficient 
earnings  and  profits  to  treat  as  a  dividend 
any  distribution  (other  than  in  a  redemp- 
tion to  which  section  302(a)  applies)  which 
is  treated  as  a  dividend  by  such  company. 
The  preceding  sentence  shall  not  apply  to 
the  extent  that  the  amount  distribiAed 
during  any  calendar  year  by  the  company 
exceeds  the  required  distribution  for  such 
calendar  year  (as  determined  under  section 
4982)." 

(3)  Treatment  of  net  capital  loss  after 
OCTOBER  31  OF  ANY  YEAR.— Subparagraph  (C) 
of  section  852(b)(3)  (defining  capital  gain 
dividend)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentences:  "For 
purposes  of  this  subparagraph,  the  amount 
of  the  net  capital  gain  for  a  taxable  year  (to 
which  an  election  under  section  4982(e)(4) 
does  not  apply)  shall  be  determined  without 
regard  to  any  net  capital  loss  attributable  to 
transactions  after  October  31  of  such  year, 
and  any  such  net  capital  loss  shall  be  treat- 
ed as  arising  on  the  1st  day  of  the  next  tax- 
able year.  To  the  extent  provided  in  regula- 
tions, the  preceding  sentence  shall  apply 
also  for  purposes  of  computing  regulated  in- 
vestment company  taxable  income." 

(ci   Clerical  Amendment.— Chapter  44  is 
amended  by  striking  out  the  chapter  head- 
ing and  the  table  of  sections  and  inserting 
in  lieu  thereof  the  following: 
"CHAPTER  44-QUALIFIED  INVESTMENT 

ENTITIES 
"Sec.  4981.  Excise  tax  on  undistributed 
income  of  real  estate  invest- 
ment trusts. 
"Sec.  4982.  Excise  tax  on  undistributed 
income  of  regulated  investment 
companies. " 


(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  calendar 
years  t>eginning  after  December  31,  1986. 

SEC.  152.  treatment  OF  BVSINESS  DEVELOPMENT 
COMPANIES. 

(a)  General  Rule.— Paragraph  (1)  of  sec- 
tion 851  (a)  is  amended  by  striking  out 
"either  as  a  management  company  or  as  a 
unit  investment  trust"  and  inserting  in  lieu 
thereof  "as  a  management  company,  busi- 
ness development  company,  or  unit  invest- 
ment trust". 

(b)  Technical  Amendment.— Paragraph  (1) 
of  section  851  (e)  (relating  to  investment 
companies  furnishing  capital  to  develop- 
ment corporations)  is  amended  by  striking 
out  "registered  management  company"  and 


inserting  in  lieu  thereof  "registered  manage- 
ment company  or  registered  business  devel- 
opment company". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

SEC.  «J.  AMENDME.yrS  TO  QVAUFICATION RVLES. 

(a)  Treatment  of  Certain  Hedoing  Trans- 
ACTIONS.— Section  851  (defining  regulated  in- 
vestment company)  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsection: 

"(g)  Treatment  of  Certain  Hedgiho 
Transactions.— 

"(1)  In  general.— In  the  case  of  any  desig- 
nated hedge,  for  purposes  of  subsection 
(b)(3),  increases  (and  decreases)  during  the 
period  of  the  hedge  in  the  value  of  positions 
which  are  part  of  such  hedge  shall  be  netted. 

"(2)  Designated  hedge.— For  purposes  of 
this  subsection,  there  is  a  designated  hedge 
where— 

"(A)  the  taxpayer's  risk  of  loss  with  respect 
to  any  position  in  property  is  reduced  by 
reason  of— 

"(i)  the  taxpayer  having  an  option  to  sell, 
being  under  a  contractual  option  to  sell  or 
having  made  (and  not  closed)  a  short  sale  of 
substantially  identical  property, 

"(ii)  the  taxpayer  being  the  grantor  of  an 
option  to  buy  substantially  identical  proper- 
ty, or 

"(Hi)  under  regulations  prescrit>ed  by  the 
Secretary,  the  taxpayer  holding  1  or  more 
other  positions,  and 

"(B)  the  positions  which  are  part  of  the 
hedge  are  clearly  identified  by  the  taxpayer 
in  the  manner  prescribed  by  regulations. " 

(b)  Definition  of  Quaufying  Income.— 
Paragraph  (2)  of  subsection  851(b)  is 
amended  by  striking  out  the  semicolon  at 
the  end  thereof  and  inserting  in  lieu  thereof: 
"(as  defined  in  section  2(aK36)  of  the  In- 
vestment Company  Act  of  1940,  as  amended) 
or  foreign  currencies,  or  other  income  (in- 
cluding but  not  limited  to  gains  from  op- 
tions, futures,  or  forward  contracts)  derived 
with  respect  to  its  business  of  investing  in 
such  stock,  securities,  or  currencies:". 

(c)  Foreign  Currency  Gains.— Subsection 

(b)  of  section  851  is  amended  by  iTiserting 
before  the  last  sentence  thereof  the  following 
new  sentence:  "For  purposes  of  paragraph 
(2),  the  Secretary  may  by  regulation  exclude 
from  qualifying  income  foreign  currency 
gains  which  are  not  ancillary  to  the  compa- 
ny's principal  business  of  investing  in  stock 
or  securities  (or  options  and  futures  with  re- 
spect to  stock  or  securities). " 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shaU  apply  to  taxabU 
years  beginning  after  the  date  of  the  enact- 
ment of  this  Act 

SEC  H4.   TREATMENT  OF  SERIES  FVNDS  AS  SEPA- 
RA  TE  CORPORA  TIONS. 

(a)  General  Rule.— Section  851  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  subsection: 

"(q)  Special  Rule  for  Series  Funds.— 

"(1)  In  aENERAL.—In  the  case  of  a  regulated 
investment  company  (wiOiin  the  meaning  of 
subsection  (a))  having  more  than  one  fund, 
each  fund  of  such  regulated  investment  com- 
pany shaU  be  treated  as  a  separaU  corpora- 
tion for  purposes  of  this  title  (except  with  re- 
spect to  the  definitional  requirement  of  sub- 
section (a)). 

"(2)  Fund  DsnNED.—For  purposes  of  para- 
graph (1)  the  term  'fund'  means  a  segregated 
portfolio  of  asseU,  the  beneficial  inUresU  m 
which  are  owned  by  the  holders  of  a  class  or 
series  of  stock  of  the  regulated  investment 
company   that  U  preferred  over  all  other 
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classes  or  series  in  respect  of  such  portfolio 
of  assets. " 

lb)  Effective  Date.— 

ID  In  GENERAu—The  amendment  made  by 
subsection  la)  shall  apply  to  taxable  years 
beginning  after  the  date  of  the  enactment  of 
thUAcL 

12)  Treatment  of  certain  existing  series 
FVNDs.-In  the  case  of  a  regulated  invest- 
ment company  which  has  more  than  one 
fund  on  the  date  of  the  enactment  of  this 
act,  and  has  before  such  date  been  treated 
for  Federal  income  tax  purposes  as  a  sinale 
corporation— 

lA)  the  amendment  made  by  subsection 
la),  and  the  resulting  treatment  of  each  fund 
as  a  separate  corporation,  shall  not  give  rise 
to  the  realization  or  recognition  of  income 
or  loss  by  such  regulated  investment  compa- 
ny, its  funds,  or  its  shareholders,  and 

IB)  the  tax  attributes  of  such  regulated  in- 
vestment company  shall  be  appropriately  al- 
located among  its  funds. 

SEC.  tSi.  EXTE.\SIOK  OF  PERIOD  FOR  MAIUSC  \0- 
TICES  to  SHAREHOLDERS. 

la)  General  RvLE.—The  following  provi- 
sions are  each  amended  by  strilcing  out  "45 
days"  each  place  it  appears  and  inserting  in 
lieu  thereof  "60  days": 

ID  Paragraph  13)  of  subsection  8521b). 

12)  Subparagraph  lA)  of  paragraph 
852lb)l5). 

13)  Subsection  (c)  of  section  853. 

14)  Paragraph  12)  of  subsection  8541b). 

15)  Subsection  Ic)  of  section  855. 

lb)  Effective  Date.— The  amendments 
made  by  subsection  la)  shall  apply  to  tax- 
able years  beginning  after  the  date  of  the  en- 
actment of  this  Act 

SEC.  til  PROTEiriOy  OF  mUAL  FISDS  RECEIV. 
ISC  THIRD-PARTT SI  M.¥0\SES. 

la)  General  Rule.— Paragraph  13)  of  sub- 
section 76091a)  is  amended— 

ID  by  striking  out  "and"  at  the  end  of  sub- 
paragraph IF): 

12)  by  striking  out  the  period  at  the  end  of 
subparagraph  (G)  and  inserting  in  lieu 
thereof  ";  and":  and 

13)  by  adding  the  following  new  subpara- 
graph: 

"IH)  any  regulated  investment  company 
las  defined  in  section  851)  and  any  agent  of 
such  regulated  investment  company  when 
acting  as  an  agent  thereof  " 

lb)  Effective  Date.— The  amendment 
made  by  subsection  la)  shall  apply  to  sum- 
monses served  after  the  date  of  the  enact- 
ment of  this  Act 

SEC.  (S7.  CERTAIN  DISTRIBITIONS  NOT  TREATED  AS 
PREFERENTIAL  DIVIDE.SDS 

la)  General  RvLE.—Subsection  ic)  of  sec- 
tion 562  Irelating  to  preferential  dividends) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "In  the  case  of  a 
dUtribution  by  a  regulated  investment  com- 
pany to  a  shareholder  who  made  an  initial 
investment  of  at  least  $10,000,000  in  such 
company,  such  distribution  shall  not  be 
treated  as  not  being  pro  rata  or  as  being 
preferential  solely  by  reason  of  an  increase 
in  the  distribution  by  reason  of  reductions 
in  administrative  expenses  of  the  company. " 

lb)  Effective  Date.— The  amendment 
made  by  subsection  la)  shall  apply  to  dUtri- 
butions  afUr  the  date  of  the  enactment  of 
this  Act 

SuBTTTLe  G—Real  Estate  Investment  Trusts 

SEC  t$l.  GENERAL  Ql'AUnCATION  REQIIREMENTS. 

(a)   Modification   of   Closely-Held   Re- 

QtmtEMENTS.— 

ID  Paragraph  16)  of  section  8561a)  is 
amended  to  read  as  follows: 

"16)  which  is  not  closely  held  las  deter- 
mined under  subsection  Ih));  and". 
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12)  Section  856  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsec- 
tion: 

"Ih)  Closely  Held  Determinations.— 

"ID  Section  i42iai(2i  applied.— 

"I A)  In  general.— For  purposes  of  subsec- 
tion Ia)l6),  a  corporation,  trust  or  associa- 
tion is  closely  held  if  the  stock  ownership  re- 
quirement of  section  542ia)i2)  is  met 

"IB)  Waiver  of  partnership  attribution, 
etc.— For  purposes  of  subparagraph  lA)— 

"li)  paragraph  12)  of  section  544ia)  shall 
be  applied  as  if  such  paragraph  did  not  con- 
tain the  phrase  'or  by  or  for  his  partner', 
and 

"Hi)  sections  544la)l4)lA)  and  544lb)lD 
shall  be  applied  by  substituting  the  entity 
meet  the  stock  ownership  requirement  of  sec- 
tion 542ia)l2)'  for  'the  corporation  a  person- 
al holding  company'. 

"12)  Subsections  ia>  <si  and  isi  not  to 
APPLY  TO  1ST  YEAR.— Paragraphs  15)  and  16) 
of  subsection  la)  shall  not  apply  to  the  1st 
taxable  year  for  which  an  election  is  made 
under  subsection  ic)il)  by  any  corporation, 
trust  or  association. " 

lb)  Requirement  of  No  Earnings  and 
Profits  Accumulated  in  Non-REIT  Years — 
Subsection  (a)  of  section  857  is  amended  by 
striking  out  "and"  at  the  end  of  paragraph 
ID.  by  striking  out  the  period  at  the  end  of 
paragraph  12)  and  inserting  in  lieu  thereof 
",  and",  and  by  adding  at  the  end  thereof  the 
following: 
"13)  either- 

"lA)  the  provisions  of  this  part  apply  to 
the  real  estate  investment  trust  for  all  tax- 
able years  beginning  after  February  28,  1986, 
or 

"IB)  as  of  the  close  of  the  taxable  year,  the 
real  estate  investment  trust  has  no  earnings 
and  profits  accumulated  in  any  non-REIT 
year. 

For  purposes  of  the  preceding  sentence,  the 
term  non-REIT  year'  means  any  taxable 
year  to  which  the  provisions  of  this  part  did 
not  apply  with  respect  to  the  entity. " 

Ic)  Initial  Change  in  Annual  Accounting 
Period  Permitted.— 

ID  Section  859  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsec- 
tion: 

"lb)  Change  of  Accounting  Period  With- 
out Approval.— Notwithstanding  section 
442.  an  entity  which  has  not  engaged  in  any 
active  trade  or  business  may  change  its  ac- 
counting period  to  a  calendar  year  without 
the  approval  of  the  Secretary  if  such  change 
is  in  connection  with  an  election  under  sec- 
tion 8561c). " 

12)  Section  859  is  amended  by  striking  out 
"For  purposes  or'  and  inserting  in  lieu 
thereof  "la)  General  Rule.— For  purposes 
of". 

SEC.  U2.  ASSET  AND  INCOME  REQIIREMENTS. 

la)  Treatment  of  Certain  Wholly  Owned 
Subsidiaries.— Section  856  Idefining  real 
estate  investment  trust)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subsection: 

"li)  Treatment  of  Certain  Wholly  Owned 
Subsidiaries.— 

"ID  In  general.— For  purposes  of  this 
title— 

"lA)  a  corporation  which  is  a  qualified 
REIT  subsidiary  shall  not  be  treated  as  a 
separate  corporation,  and 

"IB)  all  assets,  liabilities,  and  items  of 
income,  deduction,  and  credit  of  a  qualified 
REIT  subsidiary  shall  be  treated  as  assets, 
liabilities,  and  such  items  las  the  case  may 
be)  of  the  real  estate  investment  trust 

"12)  Quaufied  reft  subsidiary.— For  pur- 
poses of  this  subsection,  the  term  'qualified 
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REIT  subsidiary'  means  any  corporation  if 
100  percent  of  the  stock  of  such  corporation 
is  held  by  the  real  estate  investment  trust  at 
all  times  during  the  period  such  corporation 
was  in  existence. 

"13)  Treatment  of  termination  of  quau- 
fied subsidiary  status.— For  purposes  of  this 
subtitle,  if  any  corporation  which  was  a 
qualified  REIT  subsidiary  ceases  to  meet  the 
requirements  of  paragraph  12),  such  corpo- 
ration shall  be  treated  as  a  new  corporation 
acquiring  all  of  its  assets  land  assuming  all 
of  its  liabilities)  immediately  before  such 
cessation  from  the  real  estate  investment 
trust  in  exchange  for  its  stock. " 

lb)  Temporary  Investment  of  New  Equity 
Capital.— 

ID  Paragraph  13)  of  section  8561c)  is 
amended  by  striking  out  "and"  at  the  end  of 
subparagraph  IG).  by  adding  "and"  at  the 
end  of  subparagraph  IH),  and  by  inserting 
after  subparagraph  IH)  the  following  new 
subparagraph: 

"ID  qualified  temporary  investment 
income:". 

12)  Subparagraph  IB)  of  section  8561016) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "Such  term  also  in- 
cludes any  .property  Inot  otherwise  a  real 
estate  asset)  attributable  to  the  temporary 
investment  of  new  capital,  but  only  if  such 
property  is  stock  or  a  debt  instrument  and 
only  for  the  1-year  period  beginning  on  the 
date  the  real  estate  trust  receives  such  cap- 
ital " 

I3>  Paragraph  16)  of  section  8561c)  is 
amended  by  redesignating  subparagraph  ID) 
as  subparagraph  IE)  and  by  inserting  after 
subparagraph  (C)  the  following  new  sub- 
paragraph: 

"ID)  Qualified  temporary  investment 
income.— 

"li)  In  general.— The  term  qualified  tem- 
porary investment  income'  means  any 
income  which— 

"ID  is  attributable  to  stock  or  a  debt  in- 
strument 

"III)  is  attributable  to  the  temporary  in- 
vestment of  new  capital  and 

"HID  is  received  or  accrued  during  the  1- 
year  period  beginning  on  the  date  on  which 
the  real  estate  investment  trust  receives  such 
capital 

"Hi)  New  CAPrrAL.—The  term  'new  capital' 
means  any  amount  received  by  the  real 
estate  investment  trust— 

"(II  in  exchange  for  stock  in  such  trust 
(other  than  amounts  received  pursuant  to  a 
dividend  reinvestment  plan),  or 

"HI)  in  a  public  offering  of  debt  obliga- 
tions of  such  trist  which  have  maturities  of 
at  least  5  years. " 

Ic)  Treatment  of  Shared  Appreciation 
Mortgages.— Section  856  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subsection: 

"Ij)  Treatment  of  Shared  Appreciation 
Mortgages.— 

"ID  In  general.— Solely  for  purposes  of 
subsection  (c)  of  this  section  and  section 
857ib)l6),  any  income  derived  from  a  shared 
appreciation  provision  shall  be  treated  as 
gain  recognized  on  the  sale  of  the  secured 
property. 

"12)  Treatment  of  income.— For  purposes 
of  applying  subsection  Ic)  of  this  section 
and  section  857ibll6)  to  any  income  de- 
scribed in  paragraph  ID— 

"lA)  the  real  estate  investment  trust  shall 
be  treated  as  holding  the  secured  property 
for  the  period  during  which  it  held  the 
shared  appreciation  provision  lor,  if  short- 
er, for  the  period  during  which  the  secured 
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property  was  held  by  the  person  holding 
such  property),  and 

"(B)  the  secured  property  shall  be  treated 
as  property  described  in  section  122111)  if  it 
is  so  described  in  the  hands  of  the  person 
holding  the  secured  property  (or  it  toould  be 
so  described  if  held  by  the  real  estate  invest- 
ment trust). 

"(3)  Coordination  with  prohibited  trans- 
actions SAFE  HARBOR.— For  purposes  of  sec- 
tion 8S7(b)(6)(C)— 

"(A)  the  real  estate  investment  trust  shall 
be  treated  as  having  sold  the  secured  proper- 
ty when  it  recognizes  any  income  described 
in  paragraph  (1),  and 

"(B)  any  expenditures  made  by  any  holder 
of  the  secured  property  shall  be  treated  as 
made  by  the  real  estate  investment  trust 

"(4)  Definitions.— For  purposes  of  this  sub- 
section— 

"(A)  Shared  appreciation  provision.— The 
term  'shared  appreciation  provision'  means 
any  provision— 

"(i)  which  is  in  connection  with  an  obliga- 
tion which  is  held  by  the  real  estate  invest- 
ment trust  and  is  secured  by  an  interest  in 
real  property,  and 

"(ii)  which  entitles  the  real  estate  invest- 
ment trust  to  receive  a  specified  portion  of 
any  gain  realized  on  the  sale  or  exchange  of 
such  real  property  (or  of  any  gain  which 
would  be  realized  if  the  property  were  sold 
on  a  specified  date). 

"(B)   Secured   property.— The    term    'se- 
cured property'  means  the  real  property  re- 
ferred to  in  subparagraph  (A). " 
SBC.  SeS.  DEFINITIOS  OF  RE\TS. 

(a)  Modification  of  Independent  Contrac- 
tor Requirements.— Paragraph  (2)  of  sec- 
tion 856(d)  (relating  to  certain  amounts  ex- 
cluded from  rents  from  real  property)  is 
amended  by  adding  at  the  end  thereof  the 
following: 

"Subparagraph  (C)  shall  not  apply  with  re- 
spect to  any  amount  if  such  amount  would 
be  excluded  from  unrelated  business  taxable 
income  under  section  512(b)(3)  if  received 
by  an  organization  described  in  section 
511(a)(2)." 

(b)  Certain  Rents  or  Interest  Based  on 
Net  Income  or  Profits  Permitted.- 

(1)  Rents.— Subsection  (d)  of  section  856  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(6)  Special  rule  for  certain  property 
subleased  by  tenant  of  real  estate  invest- 
ment trusts.— 

"(A)  In  aENERAL.—If— 

"(i)  a  real  estate  investment  trust  receives 
or  accrues,  with  respect  to  real  or  personal 
property,  amounts  from  a  tenant  which  de- 
rives substantially  all  of  its  income  with  re- 
spect to  such  property  from  the  subleasing  of 
substantially  all  of  such  property,  and 

"(ii)  such  tenant  receives  or  accrues,  di- 
rectly or  indirectly,  from  subtenants  only 
amounts  which  are  qualified  rents, 
then  the  amounts  that  the  trust  receives  or 
accrues  from  the  tenant  shall  not  be  ex- 
cluded from  the  term  'rents  from  real  proper- 
ty' solely  by  reason  of  being  based  on  the 
income  or  profits  of  such  tenant 

"(B)     QUAUFIED     RENTS.— For    PUTPOSBS     Of 

subparagraph  (A),  the  term  'qualified  rents' 
means  any  amount  which  would  be  treated 
as  rents  from  real  property  if  received  by  the 
real  estate  investment  trust " 

(2)  iNTTREST.— Subsection  (f)  of  section  856 
(relating  to  qualifying  interest  income)  is 
amended  to  read  as  follows: 

"(f)  Interest.— 

"(1)  In  QENERAK-For  purposes  of  para- 
graphs (2)(B)  and  (3)(B)  of  subsection  (c). 
the  term   'interest'  does   not  include  any 


amount  received  or  accrued  (directly  or  in- 
directly) if  the  determination  of  such 
amount  depends  (in  whole  or  in  part)  on  the 
income  or  profits  of  any  person,  except 
that- 

"(A)  any  amount  so  received  or  accrued 
shall  not  be  excluded  from  the  term  'interest' 
solely  by  reason  of  being  based  on  a  fixed 
percentage  or  percentages  of  receipts  or 
sales,  and 

"(B)  any  amount  so  received  or  accrued 
with  respect  to  an  obligation  secured  by  a 
mortgage  on  real  property  or  an  interest  in 
real  property  shall  not  be  excluded  from  the 
term  'interest'  solely  by  reason  of  being 
based  on  the  income  or  profits  of  the  debtor 
from  such  property,  if- 

"(i)  the  debtor  derives  substantially  all  of 
its  gross  income  with  respect  to  such  proper- 
ty from  the  leasing  of  substantially  all  of  its 
interests  in  such  property  to  tenants,  and 

"(ii)  the  amounts  received  or  accrued  di- 
rectly or  indirectly  by  the  debtor  from  such 
tenants  are  only  qualified  rents  (as  defined 
in  subsection  (d)(6)(B)). 

"(2)  Special  rule.— Where  a  real  estate  in- 
vestment trust  receives  or  accrues  any 
amount  which  would  be  excluded  from  the 
term  'interest'  solely  because  the  debtor  of 
the  real  estate  investment  trust  receives  or 
accrues  any  amount  the  determination  of 
which  depends  (in  whole  or  in  part)  on  the 
income  or  profits  of  any  person,  only  a  pro- 
portionate part  (determined  under  regula- 
tions prescribed  by  the  Secretary)  of  the 
amount  received  or  accrued  by  the  real 
estate  investment  trust  shall  be  excluded 
from  the  term  'interest'." 

(3)     Conforming     amendment.— Subpara- 
graph (A)  of  section  856(d)(2)  is  amended  by 
striking  out  "paragraph  14)"  and  inserting 
in  lieu  thereof  "paragraphs  (4)  and  (6)". 
SEC.  $S4.  distribution  reqviremests. 

(a)  Exclusion  of  Certain  Noncash  Income 
From  Distribution  Requirement.— Subpara- 
graph <B)  of  section  857(a)(1)  (relating  to 
distribution  requirements)  is  amended  to 
read  as  follows: 

"(B)  any  excess  noncash  income  (as  deter- 
mined under  subsection  (e));  and" 

(b)  Excess  Noncash  Income  Defined.— Sec- 
tion 857  is  amended  by  redesignating  sub- 
section (e)  as  subsection  (f)  and  by  inserting 
after  subsection  (d)  the  following  new  sub- 
section: 

"(e)  Excess  Noncash  Income.— 

"(1)  In  general.— For  purposes  of  subsec- 
tion (a)(1)(B),  the  term  excess  noncash 
income'  means  the  excess  (if  any)  of— 

"(A)  the  amount  determined  under  para- 
graph (2)  for  the  taxable  year,  over 

"(B)  5  percent  of  the  real  estate  invest- 
ment trust  taxable  income  for  the  taxable 
year  determined  uHthout  regard  to  the  de- 
duction for  dividends  paid  (as  defined  in 
section  561)  and  by  excluding  any  net  cap- 
ital gain. 

"(2)  Determination  of  amount.— The 
amount  determined  under  this  paragraph 
for  the  taxable  year  is  the  sum  of— 

"(A)  the  amount  (if  any)  by  which— 

"(i)  the  amounts  includible  in  gross 
income  under  section  467  (relating  to  cer- 
tain payments  for  the  use  of  property  or 
services),  exceed 

"(ii)  the  amounts  which  would  have  been 
includible  in  gross  income  without  regard  to 
such  section, 

"(B)  in  the  case  of  a  real  estate  investment 
trust  using  the  cash  receipts  and  disburse- 
ments method  of  accounting,  the  amount  (if 
any)  by  which— 

"(i)  the  amounts  includible  in  gross 
income  as  original  issue  discount  on  instru- 


ments to  which  section  1274  (relating  to  cer- 
tain debt  instruments  issued  for  property) 
applies,  exceed 

"(ii)  the  amount  of  money  and  the  fair 
market  value  of  other  property  received 
during  the  taxable  year  under  such  instru- 
ments; plus 

"(C)  any  income  on  the  disposition  of  a 
real  estate  asset  if— 

"(i)  there  is  a  determination  (as  defined  in 
section  860(e))  that  such  income  is  not  eligi- 
ble for  nonrecognition  under  section  1031, 
and 

"(ii)  failure  to  meet  the  requirements  of 
section  1031   was  due  to  reasonable  cause 
and  not  to  willful  neglect " 
SEC.  sss.  treatmest  of  capital  gains 

(a)  Coordination  of  Net  Operating  Loss 
Deduction  With  Payment  of  Capftal  Gain 
Dividends.— 

(1)  In  general.— Paragraph  (3l  of  section 
857(b)  (relating  to  capital  gains)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  subparagraph: 

"(D)  Coordination  with  net  operating 
LOSS  provisions.— For  purposes  of  section 
172,  if  a  real  estate  investment  trust  pays 
capital  gain  dividends  during  any  taxable 
year,  the  amount  of  the  net  capital  gain  for 
such  taxable  year  'to  the  extent  such  gain 
does  not  exceed  the  amount  of  such  capital 
gain  dividends)  shall  be  excluded  in  deter- 
mining— 

"(i)  the  net  operating  loss  for  the  taxable 
year,  and 

"(ii)  the  amount  of  the  net  operating  loss 
of  any  prior  taxable  year  which  may  be  car- 
ried through  such  taxable  year  under  section 
172(b)(2)  to  a  succeeding  taxable  year  " 

(2)  Repeal  of  limitation  of  net  capptal 
gain  to  real  estate  investment  trust  tax- 
able INCOME.— Subparagraph  (C)  of  section 
857(b)(3)  'defining  capital  gain  dividend)  is 
amended  by  striking  out  the  last  sentence. 

(b)  Notice  of  Capital  Gains  Dividends 
May  Be  Mailed  With  Annual  Report.— 

(1)  Subparagraph  'O  of  section  857'b)(3) 
(defining  capital  gain  dividend)  is  amended 
by  striking  out  "the  close  of  its  taxable  year" 
and  inserting  in  lieu  thereof  "the  close  of  its 
taxable  year  'or  mailed  to  its  shareholders 
or  holders  of  beneficial  interests  with  its 
annual  report  for  the  taxable  year)". 

(2)  Subsection  'O  of  section  858  (relating 
to  notice  to  shareholders)  is  amended  by 
striking  out  "distribution  is  made"  and  in- 
serting in  lieu  thereof  "distnbution  is  made 
(or  mailed  to  its  shareholders  or  holders  of 
beneficial  interesU  with  its  annual  report 
for  the  taxable  year)". 

sec  us.  modificatioss  of  prohibited  trassac- 
tios  riles 
(a)  Exemptions  From  Prohibited  Transac- 
tions Rules.— 

(1)  Clause  (Hi)  of  section  857(b)'6)(C)  (re- 
lating to  certain  sales  not  to  constitute  pro- 
hibited transactions)  is  amended  to  read  as 
follows: 

"liii)ll)  during  the  taxable  year  the  trust 
does  not  make  more  than  7  sales  of  property 
'other  than  foreclosure  property),  or  (ID  the 
aggregate  adjusted  bases  'as  determined  for 
purposes  of  computing  earnings  and  profits) 
of  property  (other  than  foreclosure  property) 
sold  during  the  taxable  year  does  not  exceed 
10  percent  of  the  aggregaU  bases  'as  so  de- 
termined) of  aU  of  the  assets  of  the  trust  as 
of  the  beginning  of  the  taxable  year;  and". 

(2)  Clause  (ii)  of  section  857(b)(6)(C)  is 
amended  by  striking  out  "20  percent"  and 
inserting  in  lieu  thereof  "30  percent". 

(3)  Subparagraph  (C)  of  section  857(b)(6) 
is  amended  by  striking  out  "and"  at  the  end 
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o/  clause  fiiU,  by  striking  out  the  period  at 
.  the  end  of  clause  fivJ  and  inserting  in  lieu 
thereof  ".  and",  and  by  inserting  after  clause 
(ivt  the  following  new  clause: 

"Ivl  if  the  requirement  of  clause  (iii)IIi  is 
not  satisfied,  substantially  all  of  the  market- 
ing and  development  expenditures  with  re- 
spect to  the  property  were  made  through  an 
independent  contractor  las  defined  in  sec- 
tion 856(dK3)>  from  whom  the  trust  itself 
does  not  derive  or  receive  any  income.  " 

(b)  Net  Loss  From  Prohibited  Transac- 
tions.— 

ID  Loss  FROM  PROHIBITED  TRANSACTIONS 
NOT    ALLOWED     TO     OFFSET    GAIN    FROM    SUCH 

TRANSACTIONS.— aaiise  Hi)  of  section 
8S7(b)l6)(B)  (relating  to  income  from  pro- 
hibited transactions/  is  amended  to  read  as 
follows: 

"Hi/  in  determining  the  amount  af  the  net 
income  derived  from  prohibited  transac- 
tions, there  shall  not  be  taken  into  account 
any  item  attributable  to  any  prohibited 
transaction  for  which  there  was  a  loss;  and'. 

<2>  Net  loss  may  reduce  taxable  income. - 
Subparagraph  IF)  of  section  857lb)i2)  (de- 
fining real  estate  investment  trust  taxable 
income)  is  amended  by  striking  out  "and 
there  shall  be  included  an  amount  equal  to 
any  net  loss  derived  from  prohibited  trans- 
actions". 

SEC.  «7.  DEFICIENCY  OIVIDENDS  OF  REAL  ESTATE 
I.\YESTME.\T  TRISTS  sot  SIBJECT  TO 
PENALTY  INDER  SECTION  $S»7. 

la)  General  RuLE.-The  section  heading 
and  subsection  la)  of  section  6697  (relating 
to  assessable  penalties  with  respect  to  liabil- 
ity for  tajc  of  qualified  investment  entities) 
are  amended  to  read  as  follows: 

SEC  UI7  ASSESSABLE  PENALTIES  WITH  RESPECT 
TO  LIABILITY  FOR  TAX  OF  REGVLA  TED 
investment  COMPANIES 

"(a)  Civil  PENALTY.-In  addition  to  any 
other  penalty  provided  by  law,  any  regulat- 
ed investment  company  whose  tax  liability 
for  any  taxable  year  is  deemed  to  be  in- 
creased pursuant  to  section  860(c)(1)(A) 
shall  pay  a  penalty  in  an  amount  equal  to 
the  amount  of  the  interest  (for  which  such 
company  is  liable)  which  is  attributable 
solely  to  such  increase. " 

lb)  Conforming  Amendment.— 

11)  Subsection  ij)  of  section  860  is  amend- 
ed by  striking  out  "qualified  investment 
entity"  and  inserting  in  lieu  thereof  "regu- 
lated investment  company". 

12)  The  table  of  sections  for  subchapter  B 
of  chapter  68  is  amended  by  striking  out  the 
item  relating  to  section  6697  and  inserting 
in  lieu  thereof  the  following: 

"Sec.  6697.  Assessable  penalties  with  respect 
to  liability  for  tax  of  regulated 
investment  companies. " 

SEC  its.  EXCISE  TAX  ON  VNDISTRIBVTED  INCOME 
OF  REAL  ESTA  TE  INVESTMENT  TRUSTS. 

la)  General  Rule.— Section  4981  is 
amended  to  read  as  follows: 

'SEC  4KL  EXCISE  TAX  ON  VNDISTRIBVTED  INCOME 
OF  RE  A  L  ESTA  TE  INVESTMENT  TRVSTS. 

"(a)  Imposition  of  Tax.— There  is  hereby 
imposed  a  tax  on  every  real  estate  invest- 
ment trust  for  each  calendar  year  equal  to  4 
percent  of  the  excess  lif  any)  of— 

"If)  the  required  distribution  for  such  cal- 
endar year,  over 

"12 J  the  distributed  amount  for  such  calen- 
dar year. 

"lb)  Required  Distribution.— For  pur- 
poses of  this  section— 

"ID  In  GENERAL.— The  term  'required  dis- 
tribution' means,  with  respect  to  ony  calen- 
dar year,  the  sum  of— 
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"(A)  85  percent  of  the  real  estate  invest- 
ment trust 's  ordinary  income  for  such  calen- 
dar year,  plus 

"(B)  95  percent  of  the  real  estate  invest- 
ment trust's  capital  gain  net  income  for 
such  calendar  year. 

"(2)  Increase  by  prior  year  shortfall.— 
The  amount  determined  under  paragraph 
(1)  for  any  calendar  year  shall  be  increased 
by  the  excess  (if  any)  of— 

"lA)  the  grossed  up  required  distribution 
for  the  preceding  calendar  year,  over 

"IB)  the  distributed  amount  for  such  pre- 
ceding calendar  year. 

"(3)  Grossed  up  required  distribution.— 
The  grossed  up  required  distribution  for  any 
calendar  year  is  the  required  distribution 
for  such  year  determined— 

"I A)  with  the  application  of  paragraph  12) 
to  such  taxable  year,  and 

"(B)  by  substituting  '100  percent'  for  each 
percentage  set  forth  in  paragraph  (1). 

"(c)  Distributed  Amount.— For  purposes  of 
this  section— 

"(1)  In  general.— The  term  distributed 
amount'  means,  with  respect  to  any  calen- 
dar year,  the  sum  of— 

"(A)  the  deduction  for  dividends  paid  (as 
defined  in  section  561)  during  such  calendar 
year,  and 

"IB)  any  amount  on  which  tax  is  imposed 
under  subsection  (b)(1)  or  (b)(3)(A)  of  sec- 
tion 857  for  any  taxable  year  ending  in  such 
calendar  year. 

"(2)  Increase  by  prior  year  overdistribu- 
TtON.—The  amount  determined  under  para- 
graph (1)  for  any  calendar  year  shall  be  in- 
creased by  the  excess  (if  any)  of— 

"(A)  the  distributed  amount  for  the  preced- 
ing calendar  year  (determined  with  the  ap- 
plication of  this  paragraph  to  such  preced- 
ing calendar  year),  over 

"(B)  the  grossed  up  required  distribution 
for  such  preceding  calendar  year. 

"(3)  Determination  of  dividends  paid.— 
The  amount  of  the  dividends  paid  during 
any  calendar  year  shall  be  determined  with- 
out regard  to  the  provisions  of  section  858. 

"(d)  Time  for  Payment  of  Tax.— The  tax 
imposed  by  this  section  for  any  calendar 
year  shall  be  paid  on  or  before  March  15  of 
the  following  calendar  year. 

"(e)  Definitions  and  Special  Rules.— For 
purposes  of  this  section— 

"(1)  Ordinary  income.— The  term  'ordi- 
nary income'  means  the  real  estate  invest- 
ment trust  taxable  income  (as  defined  in 
section  857(b)(2))  determined— 

"(A)  without  regard  to  subparagraph  (B) 
of  section  857(b)(2), 

"(B)  by  not  taking  into  account  any  gain 
or  loss  from  the  sale  or  exchange  of  a  capital 
asset,  and 

"lO  by  treating  the  calendar  year  as  the 
trust's  taxable  year. 

"12)  Capital  gain  net  income.— The  term 
capital  gain  net  income'  has  the  meaning 
given  to  such  Urm  by  section  122219)  Ideter- 
mined  by  treating  the  calendar  year  as  the 
trust's  taxable  year). 

"13)  Treatment  of  deficiency  distribu- 
tions.—In  the  case  of  any  deficiency  divi- 
dend las  defined  in  section  860lf))— 

"lA)  such  dividend  shall  be  taken  into  ac- 
count when  paid  without  regard  to  section 
860,  and 

"IB)  any  income  giving  rise  to  the  adjust- 
ment shall  be  treated  as  arising  when  the 
dividend  is  paid. " 
lb)  Related  Amendments.— 
ID  Time  certain  dividends  taken  into  ac- 
count.— 

I  A)  Subsection  lb)  of  section  857  I  relating 
to  method  of  taxation  of  real  estate  invest- 
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ment  trusts  and  holders  of  interests  therein) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(8)  Time  certain  dividends  taken  into  ac- 
count.—For  purposes  of  this  title,  any  divi- 
dend declared  by  a  real  estate  investment 
trust  in  December  of  any  calendar  year  and 
payable  to  shareholders  of  record  on  a  speci- 
fied date  in  such  month  shall  be  deemed— 

"(A)  to  have  been  received  by  each  share- 
holder on  such  date,  and 

"(B)  to  have  been  paid  by  such  trust  on 
such  date  (or,  if  earlier,  as  provided  in  sec- 
tion 858). 

The  preceding  sentence  shall  apply  only  if 
such  dividend  is  actually  paid  by  the  com- 
pany before  February  1  of  the  following  cal- 
endar year. " 

(B)  Subsection  (b)  of  section  856  U  amend- 
ed by  striking  out  "Amounts"  and  inserting 
in  lieu  thereof  "Except  as  provided  in  sec- 
tion 857(b)(8),  amounts". 

(2)  Treatment  of  earnings  and  PROFrrs.— 
Subsection  (d)  of  section  857  is  amended  to 
read  as  follows: 

"(d)  Earnings  and  Profits.— 

"(1)  In  general.— The  earnings  and  profits 
of  a  real  estate  investment  trust  for  any  tax- 
able year  (but  not  its  accumulated  earnings) 
shall  not  be  reduced  by  any  amount  which  is 
not  allowable  in  computing  its  taxable 
income  for  such  taxable  year.  For  purposes 
of  this  subsection,  the  term  'real  estate  in- 
vestment trust'  includes  a  domestic  corpora- 
tion, trust,  or  association  which  is  a  real 
estate  investment  trust  determined  without 
regard  to  the  requirements  of  subsection  (a). 

"(2)  Coordination  with  tax  on  undistrib- 
uted INCOME.— A  real  estate  investment  trust 
shall  be  treated  as  having  sufficient  earn- 
ings and  profits  to  treat  as  a  dividend  any 
distribution  (other  than  in  a  redemption  to 
which  section  302(a)  applies)  which  is  treat- 
ed as  a  dividend  by  such  trust  The  preced- 
ing sentence  shall  not  apply  to  the  extent 
that  the  amount  distributed  during  any  cal- 
endar year  by  the  trust  exceeds  the  required 
distribution  for  such  calendar  year  las  de- 
termined under  section  4981). " 

13)  Treatment  of  net  capital  gain  after 
OCTOBER  31  OF  ANY  YEAR.— Subparagraph  IC) 
of  section  857lb)l3)  Idefining  capital  gain 
dividend)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentences:  "For 
purposes  of  this  subparagraph,  the  amount 
of  the  net  capital  gain  for  any  taxable  year 
which  is  not  a  calendar  year  shall  be  deter- 
mined without  regard  to  any  net  capital  loss 
attributable  to  transactions  after  Decemlyer 
31  of  such  year,  and  any  such  net  capital 
loss  such  be  treated  as  arising  on  the  1st  day 
of  the  next  taxable  year.  To  the  extent  pro- 
vided in  regulations,  the  preceding  sentence 
shall  apply  also  for  purposes  of  computing 
real  estate  investment  trust  taxable 
income. " 

SEC.  ttt.  effective  dates. 

la)  General  Rule.— Except  aa  otherwise 
provided  in  this  section,  the  amendments 
made  by  this  part  shall  apply  to  taxalOe 
years  beginning  after  December  31,  1986. 

lb)  Section  668.— The  amendments  made 
by  section  668  shall  apply  to  calendar  years 
beginning  after  December  31,  1986. 

Ic)  Retention  of  Existing  Transitional 
Rule.— The  amendment  made  by  section 
663lb)l2)  shall  not  apply  with  respect  to 
amounts  received  or  accrued  pursuant  to 
loans  made  before  May  28,  1976.  For  pur- 
poses of  the  preceding  sentence,  a  loan  is 
considered  to  be  made  before  May  28,  1976, 
if  such  loan  is  made  pursuant  to  a  binding 
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commitment   entered   into   before  May   28, 
1976. 

SuBTTTLE  H— Taxation  of  Interests  in 
Entities  Holding  Real  Estate  Mortgages 

sbc  $71.  taxation  of  real  estate  mortgage  in- 
vestment condvits. 
(a)  General  Rule.— Subchapter  M  of  chap- 
ter 1  (relating  to  regulated  investment  com- 
panies and  real  estate  investm£nt  trusts)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  part- 

"PART IV— REAL  ESTATE  MORTGAGE 
ISVESTMEST  CONDUITS 
"Sec.  860A.  Taxation  of  REMIC's. 
"Sec.  860B.  Taxation  of  holders  of  regular 

interests. 
"Sec.  860C.  Taxation  of  residual  interests. 
"Sec.  860D.  REMIC  defined. 
"Sec.  860E.  Treatment  of  income  in  excess  of 
daily  accruals  on  residual  in- 
terests. 
"Sec.  860F.  Other  rules. 
"Sec.  860G.  Other  definitions  and  special 
rules. 

"SEC.  SeOA.  TAXATION  OF REMICt. 

"(a)  General  Rule.— Except  as  otherwise 
provided  in  this  part,  a  REMIC  shall  not  be 
subject  to  taxation  under  this  chapter  (and 
shall  not  be  treated  as  a  corporation,  part- 
nership, or  trust  for  purposes  of  this  chap- 
ter). 

"(b)  Income  Taxable  to  Holders.— The 
income  of  any  REMIC  shall  be  taxable  to  the 
holders  of  interests  in  such  REMIC  as  pro- 
vided in  this  part 

SEC.  SSOB.  taxation  OF  HOLDERS  OF  REGVLAR  IN- 
TERESTS. 

"(a)  General  Rule.— In  determining  the 
tax  under  this  chapter  of  any  holder  of  a  reg- 
ular interest  in  a  REMIC,  such  interest  Of 
not  otherwise  a  debt  instrument)  shall  be 
treated  as  a  debt  instrument 

"(b)  Holders  Must  Use  Accrual 
Method.— The  amounts  includible  in  gross 
income  with  respect  to  any  regular  interest 
in  a  REMIC  shall  be  determined  under  the 
accrual  method  of  accounting. 

"(c)  Portion  of  Gain  Treated  as  Ordinary 
Income.— Gain  on  the  disposition  of  a  regu- 
lar interest  shall  be  treated  as  ordinary 
income  to  the  extent  such  gain  does  not 
exceed  the  excess  (if  any)  of— 

"(1)  the  amount  which  would  have  been 
includible  in  the  gross  income  of  the  taxpay- 
er with  respect  to  such  interest  if  the  yield 
on  such  interest  were  110  percent  of  the  ap- 
plicable Federal  rate  (as  defined  in  section 
1274(d)  without  regard  to  paragraph  (2) 
thereof)  as  of  the  beginning  of  the  taxpayer's 
holding  period,  over 

"(2)   the  amount  actually  includible  in 
gross  income  with  respect  to  such  interest  by 
the  taxpayer. 
"(d)  Cross  Reference.— 

"For  special  rules  in  determining  inclusion  of 
original  issue  discount  on  regular  interests,  see  sec- 
tion l272(aHS). 

"SEC.  st0C.  taxation  of  residual  interests. 

"(a)  Pass-Thru  of  Income  or  Loss.— 

"(1)  In  general.— In  determining  the  tax 
under  this  chapter  of  any  holder  of  a  residu- 
al interest  in  a  REMIC,  such  holder  shall 
take  into  account  his  daily  portion  of  the 
taxable  income  or  net  loss  of  such  REMIC 
for  each  day  during  the  taxable  year  on 
which  such  holder  held  suc/i  interest 

"(2)  Daily  portion.— The  daily  portion  re- 
ferred to  in  paragraph  (1)  shall  be  deter- 
mined— 

"(A)  by  allocating  to  each  day  in  any  cal- 
endar quarter  its  ratable  portion  of  the  tax- 


able income  (or  net  loss)  for  such  quarter, 
and 

"(B)  by  allocating  the  amount  so  allocated 
to  any  day  among  the  holders  (on  such  day) 
of  residual  interests  in  proportion  to  their 
respective  holdings  on  such  day. 

"(b)  Determination  of  Taxable  Income  or 
Net  Loss.— For  purposes  of  this  section— 

"(1)  Taxable  income.— The  taxable  income 
of  a  REMIC  shall  be  determined  under  an 
accrual  method  of  accounting  and  in  the 
same  manner  as  in  the  case  of  an  indiiml- 
ual,  except  that— 

"(A)  regular  interests  in  such  REMIC  (if 
not  otherwise  debt  instruments)  shall  be 
treated  as  indebtedness  of  such  REMIC, 

"(B)  market  discount  on  any  market  dis- 
count bond  shall  be  included  in  gross 
income  for  the  taxable  years  to  which  it  is 
attributable  as  determined  under  the  rules 
of  section  1276(b)(2)  (and  sections  1276(a) 
and  1277  shall  not  apply), 

"(C)  there  shall  not  be  taken  into  account 
any  item  of  income,  gain,  loss,  or  deduction 
allocable  to  a  prohibited  transaction,  and 

"(D)  the  deductions  referred  to  in  section 
703(a)(2)  (other  than  any  deduction  under 
section  212)  shall  not  be  allowed. 

"(2)  Net  loss.— The  net  loss  of  any  REMIC 
is  the  excess  of— 

"(A)  the  deductions  allowable  in  comput- 
ing the  taxable  income  of  such  REMIC,  over 

"(B)  its  gross  income. 
Such  amount  shall  be  determined  unth  the 
modifications  set  forth  in  paragraph  (1). 

"(c)  Distributions.— Any  distribution  by  a 
REMIC— 

"(1)  shall  not  be  included  in  gross  income 
to  the  extent  it  does  not  exceed  ttie  adjusted 
basis  of  the  interest,  and 

"(2)  to  the  extent  it  exceeds  the  adjusted 
basis  of  the  interest  shall  be  treated  as  gain 
from  the  sale  or  exchange  of  such  interest 
"(d)  Basis  Rules.— 

"(1)  Increase  in  basis.— The  basis  of  any 
person's  residual  interest  in  a  REMIC  shall 
t>e  increased  by  the  amount  of  the  taxable 
income  of  such  REMIC  taken  into  account 
under  subsection  (a)  by  such  person  with  re- 
spect to  such  interest 

"(2)  Decreases  in  basis.— The  basis  of  any 
person's  residual  interest  in  a  REMIC  shall 
be  decreased  (but  not  below  zero)  by  the  sum 
of  the  following  amounts: 

"(A)  any  distributions  to  such  person  with 
respect  to  such  interest  and 

"(B)  any  net  loss  of  such  REMIC  taken 
into  account  under  subsection  (a)  by  such 
person  with  respect  to  such  interest 
"(e)  Special  Rules.— 

"(1)  Amounts  treated  as  ordinary 
income.— Any  amount  included  in  the  gross 
income  of  any  holder  of  a  residual  interest 
in  a  REMIC  by  reason  of  subsection  (a) 
shall  be  treated  as  ordinary  income. 
"(2)  Limitation  on  losses.— 
"(A)  In  general.— The  amount  of  the  net 
loss  of  any  REMIC  taken  into  account  by  a 
holder  under  subsection  (a)  with  respect  to 
any  calendar  quarter  shall  not  exceed  the 
adjusted  basis  of  such  holder's  residual  in- 
terest in  such  REMIC  as  of  the  close  of  such 
calendar  quarter  (determined  without 
regard  to  the  adjustment  under  subsection 
(d)(2)(B)  for  such  calendar  quarter). 

"(B)  Indefinite  carryforward.— Any  loss 
disallowed  by  reason  of  subparagraph  (A) 
shall  be  treated  as  incurred  by  the  REMIC  in 
the  succeeding  calendar  quarter  unth  respect 
to  such  holder. 
"(3)  Cross  reference.— 


"For  special  treatment  of  income  in  excess  of 
dailg  accruals,  tee  section  8S0E. 


"SEC.  SS9D.  REMIC  DEFINED. 

"(a)  General  Rule.— For  purposes  of  this 
title,  the  terms  'real  estate  mortgage  invest- 
ment conduit'  and  'REMIC  mean  any 
entity— 

"(1)  to  which  an  election  to  be  treated  as  a 
REMIC  applies  for  the  taxable  year  and  all 
prior  taxable  years, 

"(2/  all  of  the  inUrests  in  which  are  regu- 
lar interests  or  residual  interests, 

"(3)  which  has  1  (and  only  1)  class  of  re- 
sidual interests  (and  all  distributions,  if 
any,  with  respect  to  such  interests  are  pro 
rata), 

"(4)  as  of  the  close  of  the  4th  month  ending 
after  the  startup  day  and  each  quarter 
ending  thereafter,  substantially  all  of  the 
assets  of  which  consist  of  qualified  mort- 
gages and  permitted  investments,  and 

"(S)  which  has  a  taxable  year  which  is  a 
calendar  year. 
"(b)  Election.— 

"(1)  In  general.— An  entity  (otherwise 
meeting  the  requirements  of  subsection  (a)) 
may  elect  to  be  treated  as  a  REMIC  for  its 
1st  taxable  year.  Such  an  election  shall  be 
made  on  its  return  for  such  1st  taxable  year. 
Except  as  provided  in  paragraph  (21.  such 
an  election  shall  apply  to  the  taxable  year 
for  which  made  and  all  subsequent  taxable 
years. 
"(2)  Termination — 

"(A)  In  general.— If  any  entity  ceases  to  be 
a  REMIC  at  any  time  during  the  taxable 
year,  such  entity  shall  not  be  treated  as  a 
REMIC  for  such  taxable  year  or  any  suc- 
ceeding taxable  year. 
"(B)  Inadvertent  terminations.— If— 
"(i)  an  entity  ceases  to  be  a  REMIC, 
"(ii)  the  Secretary  determines  that  such 
cessation  was  inadvertent 

"(Hi)  no  later  than  a  reasonable  time  after 
the  discovery  of  the  event  resulting  in  such 
cessation,  steps  are  taken  so  that  such  entity 
is  once  more  a  REMIC,  and 

"(iv)  such  entity,  and  each  person  holding 
an  interest  in  such  entity  at  any  time 
during  the  period  specified  pursuant  to  this 
subsection,  agrees  to  make  such  adjustments 
(consistent  with  the  treatment  of  such  entity 
as  a  REMIC  or  a  C  corporation)  as  may  be 
required  by  the  Secretary  with  respect  to 
such  period, 

then,  notwithstanding  such  terminating 
event  such  entity  shall  be  treated  as  con- 
tinuing to  be  a  REMIC  (or  such  cessation 
shall  be  disregarded  for  purposes  of  subpara- 
graph (AD  whichever  the  Secretary  deter- 
mines to  be  appropriate. 

"SEC  SteE  treatment  OF  income  in  EXCESS  OF 
DAILY  accruals  ON  RESIDVAL  INTER- 
ESTS 

"(a)  Excess  Inclusions  May  Not  Be 
Offset  by  Net  Operating  Losses — 

"(1)  In  general.— Except  as  provided  in 
paragraph  (2),  the  taxable  income  of  any 
holder  of  a  residual  interest  in  a  REMIC  fdr 
any  taxable  year  shall  in  no  event  be  less 
than  the  excess  inclusion  for  such  taxable 
year. 

"(2)  Exception  for  certain  financial  insti- 
tutions.—Paragraph  (1)  shaU  not  apply  to 
any  organization  to  which  section  593  ap- 
plies. The  Secretary  may  by  regulations  pro- 
vide that  the  preceding  sentence  shaU  not 
apply  where  necessary  or  appropriate  to  pre- 
vent avoidance  of  tax  imposed  by  this  chap- 
ter. 

"(b)  Organizations  Subject  to  Unrelated 
Business  Tax.— If  the  holder  of  any  residual 
interest  in  a  REMIC  U  an  organization  sub- 
ject to  the  tax  imposed  by  section  511.  the 
excess  inclusion  of  such  holder  for  any  tax- 
able year  shall  be  treated  as  unrelated  busi- 
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ness  taxable  income  of  such  holder  for  pur 
poses  of  section  Sil. 

"tc/  Excess  IsctvsiON.—For  purposes  of 
this  section— 

"<li  In  general.— The  term  excess  inclu- 
sion' means,  with  respect  to  any  residual  in- 
terest in  a  HEMIC  for  any  calendar  quarter, 
the  excess  (if  any  J  of— 

"lAl  the  amount  taken  into  account  with 
respect  to  such  interest  by  the  holder  under 
section  860C(a),  over 

"IBJ  the  sum  of  the  daily  accruals  with  re- 
spect to  such  interest  for  days  during  such 
calendar  quarter  while  held  by  such  holder. 
To  the  extent  provided  in  regulations,  if  re- 
sidual interests  in  a  REMIC  do  not  have  sig- 
nificant value,  the  excess  inclusions  with  re- 
spect to  such  interests  shall  be  the  amount 
determined  under  subparagraph  (A)  without 
regard  to  subparagraph  (B). 

"(2J  Determination  of  da/ly  accruals — 

"lA)  In  general.— For  purposes  of  this  sub- 
section, the  daily  accrual  with  respect  to 
any  residual  interest  for  any  day  in  any  cal- 
endar quarter  shall  be  determined  by  allo- 
cating to  each  day  in  such  quarter  its  rata- 
ble portion  of  the  product  of— 

"(i)  the  adjusted  issue  price  of  such  inter- 
est at  the  beginning  of  such  quarter,  and 

"(ii)  120  percent  of  the  long-term  Federal 
rate  (determined  on  the  basis  of  compound- 
ing at  the  close  of  each  calendar  quarter  and 
properly  adjusted  for  the  length  of  such 
quarter). 

"(B)  Adjusted  issue  price.— For  purjyoses 
of  this  paragraph,  the  adjusted  issue  price  of 
any  residual  interest  at  the  beginning  of  any 
calendar  quarter  is  the  issue  price  of  residu- 
al interest— 

"(iJ  increased  by  the  amount  of  daily  ac- 
cruals for  prior  quarters,  and 

"Hi)  decreased  by  any  distribution  made 
with  respect  to  such  interest  t>efore  the  6e- 
ginning  of  such  quarter. 

"(C>  Federal  long-term  rate.— For  pur- 
poses of  this  paragraph,  the  term  Federal 
long-term  rate'  means  the  Federal  long-term 
rate  which  would  have  applied  to  the  residu- 
al interest  under  section  1274(d)  (deter- 
mined without  regard  to  paragraph  (2) 
thereof)  if  it  were  a  debt  instrument 

"(d)  Treatment  or  Residual  Interests 
Held  by  Real  Estate  Investment  Trusts.— If 
a  residual  interest  in  a  REMIC  is  held  by  a 
real  estate  investment  trust  under  regula- 
tions prescribed  by  the  Secretary— 

"(1)  any  excess  of— 

"(A)  the  aggregate  excess  inclusions  deter- 
mined with  respect  to  such  interests,  over 

"(B)  the  real  estate  investment  trust  tax- 
able income  (within  the  meaning  of  section 
8S7(b)(2),  excluding  any  net  capital  gain). 
Shall  be  allocated  among  the  shareholders  of 
such  trust  in  proportion  to  the  dividends  re- 
ceived by  such  shareholders  from  trust  and 

"(2)  any  amount  allocated  to  a  sharehold- 
er under  paragraph  (1)  shall  be  treated  as  an 
excess  inclusion  with  respect  to  a  residual 
interest  held  by  such  shareholder. 

SSC.  M§F.  OTHER  KLLES. 

"(a)  100  Percent  Tax  on  Prohibited 
Transactions.— 

"(1)  Tax  imposed.— There  U  hereby  im- 
posed for  each  taxable  year  of  a  REMIC  a 
tax  equal  to  100  percent  of  the  net  income 
derived  from  prohibited  transactions. 

"(2)  Prohibited  transaction.— For  pur- 
poses of  thU  part  the  term  prohibited  trans- 
action '  means — 

"(A)  Disposition  or  qvalihed  mortgage.— 
The  disposition  of  any  qualified  mortgage 
transferred  to  the  REMIC  other  than  a  dU- 
position  pursuant  to— 

"(i)  the  substitution  of  a  qualified  replace- 
ment mortgage  for  a  q^xolified  mortgage. 
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"(ii>  a  disposition  incident  to  the  foreclo- 
sure, default  or  imminent  default  of  the 
mortgage, 

"(Hi)  the  bankruptcy  or  insolvency  of  the 
real  estate  mortgage  pool,  or 

"(iv)  a  qualified  liquidation. 
Notwithstanding  the  preceding  sentence,  the 
term  prohibited  transaction'  shall  not  in- 
clude any  disposition  required  to  prevent 
default  on  a  regular  interest  where  the 
threatened  default  resulted  from  a  default 
on  1  or  more  qualified  mortgages. 

"(B)  Income  erom  nonpermitted  assets.— 
The  receipt  of  any  income  attributable  to 
any  asset  which  is  neither  a  qualified  mort- 
gage nor  a  permitted  investment 

"(C)  Compensation  for  services.— The  re- 
ceipt by  the  real  estate  mortgage  pool  of  any 
amount  representing  a  fee  or  other  compen- 
sation for  services. 

"(D)  Gain  prom  disposttion  or  cash  rLow 
investments.— Gain  from  the  disposition  of 
any  cash  flow  investment  other  than  pursu- 
ant to  any  qualified  liquidation  described  in 
subsection  (b). 

"(3)  Determination  or  net  income.— For 
purposes  of  paragraph  (1),  the  term  'net 
income  derived  from  prohibited  transac- 
tions' means  the  excess  of  the  gross  income 
from  prohibited  transactions  over  the  de- 
ductions allowed  by  this  chapter  which  are 
directly  connected  with  such  transactions: 
except  that  there  shall  not  be  taken  into  ac- 
count any  item  attributable  to  any  prohibit- 
ed transaction  for  which  there  was  a  loss. 

"(4)  QuALiriED  liquidation.— For  purposes 
of  this  part— 

"(A)  In  general.— The  term  'qualified  liq- 
uidation' means  a  transaction  in  which— 

"(i)  the  REMIC  adopts  a  plan  of  complete 
liquidation. 

"(ii)  such  REMIC  sells  all  its  assets  (other 
than  cash)  within  the  liquidation  period, 
and 

"(Hi)  all  proceeds  of  the  liquidation  (plus 
the  cash),  less  assets  retained  to  meet  claims, 
are  credited  or  distributed  to  holders  of  reg- 
ular or  residual  interests  on  or  before  the 
last  day  of  the  liquidation  period. 

"(B)  Liquidation  period.— The  term  liqui- 
dation period '  means  the  period— 

"(i)  beginning  on  the  date  of  the  adoption 
of  the  plan  of  liquidation,  and 

"(ii)  ending  at  the  close  of  the  90th  day 
after  such  date. 

"(b)  Treatment  or  Transeers  to  the 
RE  MIC. - 

"(1)  Treatment  or  THANsrEROR.— 

"(A)    NONRECOGNITION    GAIN    OR    LOSS.—No 

gain  or  loss  shall  be  recognized  to  the  trans- 
feror on  the  transfer  of  any  property  to  a 
REMIC. 

"(B)  Adjusted  bases  or  interests.— The  ad- 
justed bases  of  the  regular  and  residual  in- 
terests received  in  a  transfer  described  in 
subparagraph  (A)  shall  be  equal  to  the  aggre- 
gate adjusted  bases  of  the  property  trans- 
ferred in  such  transfer.  Such  amount  shall 
be  allocated  among  such  interests  in  propor- 
tion to  their  respective  fair  market  values. 

"(C)  Treatment  or  nonrecognized  gain.— 
If  the  issue  price  of  any  regular  or  residual 
interest  exceeds  its  adjusted  basis  as  deter- 
mined under  subparagraph  (B),  for  periods 
during  which  such  interest  is  held  by  the 
transferor  (or  by  any  other  person  whose 
basis  is  determined  in  whole  or  in  part  by 
reference  to  the  basis  of  such  interest  in  the 
hand  of  the  transferor)— 

"(i)  in  the  case  of  a  regular  interest  such 
excess  shall  be  included  in  gross  income  (as 
determined  under  rules  similar  to  rules  of 
section  1276(b)),  and 

"(ii)  in  the  case  of  a  residual  interest  such 
excess  shall  be  included  in  gross  income  rat- 
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ably  over  the  anticipated  period  during 
which  the  real  estate  mortgage  pool  loill  be 
in  existence. 

"(D)  Treatment  of  nonrecognized  loss.— 
If  the  adjusted  tnisis  of  any  regular  or  resid- 
ual interest  received  in  a  transfer  described 
in  subparagraph  (A)  exceeds  its  issue  price, 
for  periods  during  which  such  interest  is 
held  by  the  transferor  (or  by  any  other 
person  whose  basis  is  determined  in  whole 
or  in  part  by  reference  to  the  basis  of  such 
interest  in  the  hand  of  the  transferor)— 

"(i)  in  the  case  of  a  regular  interest  such 
excess  shall  be  allowable  as  a  deduction 
under  rules  similar  to  the  rules  of  section 
171,  and 

"(ii)  in  the  case  of  a  residual  interest  such 
excess  shall  be  allowable  as  a  deduction  rat- 
ably over  the  anticipated  period  during 
which  the  real  estate  mortgage  pool  will  be 
in  existence. 

"(2)  Basis  to  REMic.—The  basis  of  any 
property  received  by  a  REMIC  in  a  transfer 
described  in  paragraph  (IXA)  shall  be  its 
fair  market  value  immediately  after  such 
transfer. 

"(c)  Distributions  or  Property.— If  a 
REMIC  makes  a  distribution  of  property 
with  respect  to  any  regular  or  residual  inter- 
est— 

"(1)  notwithstanding  any  other  provision 
of  this  subtitle,  gain  shall  be  recognized  to 
such  REMIC  on  the  distribution  in  the  same 
manner  as  if  it  had  sold  such  property  to  the 
distributee  at  its  fair  market  value,  and 

"(2)  the  basis  of  the  distributee  in  such 
property  shall  be  its  fair  market  value. 

"(d)  Coordination  With  Wash  Sale 
Rules.— For  purposes  of  section  1091— 

"(1)  any  residual  interest  in  a  REMIC 
shall  be  treated  as  a  security,  and 

"(2)  in  applying  such  section  to  any  loss 
claimed  to  have  been  sustained  on  the  sale 
or  other  disposition  of  a  residual  interest  in 
a  REMIC- 

"(A)  except  as  provided  in  regulations, 
any  residual  interest  in  any  REMIC  and 
any  interest  in  a  taxable  mortgage  pool  (as 
defined  in  section  7701(i))  comparable  to  a 
residual  interest  in  a  REMIC  shall  be  treat- 
ed as  substantially  identical  stock  or  securi- 
ties, and 

"(B)  subsections  (a)  and  (e)  of  such  sec- 
tion shall  be  applied  by  substituting  '6 
months'  for  '30  days'  each  place  it  appears. 

"(e)  Treatment  Under  Subtitle  F.—For 
purposes  of  subtitle  F,  a  REMIC  shall  be 
treated  as  a  partnership  (and  holders  of  re- 
sidual interests  in  such  REMIC  shall  6e 
treated  as  partners).  Any  return  required  by 
reason  of  the  preceding  sentence  shall  in- 
clude the  amount  of  the  daily  accruals  deter- 
mined under  section  860E(c). 

"SEC.     S(OG.     OTHER    DEFIMTIONS    AND    SPECIAL 
RVLES. 

"(a)  DEriNiTiONS.—For  purposes  of  this 
part— 

"(1)  Regular  interest.—  The  term  'regular 
interest'  means  an  interest  in  a  REMIC  the 
terms  of  which  are  fixed  on  the  startup  day, 
and  which— 

"(A)  unconditionally  entitles  the  holder  to 
receive  a  specified  principal  amount  (or 
other  similar  amount),  and 

"(B)  provides  that  interest  payments  (or 
other  similar  amounts),  if  any,  at  or  before 
maturity  are  payable  based  on  a  fixed  rate 
(or  to  the  extent  provided  in  regulations,  at 
a  variable  rate). 

An  interest  shall  not  fail  to  meet  the  require- 
ments of  subparagraph  (A)  merely  because 
the  timing  (but  not  the  amount)  of  the  prin- 
cipal payments  (or  other  similar  amounts) 
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may  be  contingent  on  the  extent  of  prepay- 
ments on  qualified  mortgages  and  the 
amount  of  income  from  permitted  invest- 
ments. 

"(2)  Residual  interest.— The  term  'residu- 
al interest'  means  an  interest  in  a  REMIC 
which  is  not  a  regular  interest  and  is  desig- 
nated as  a  residual  interest 

"(3>  Qualified  uoRTGAGE.-TTie  term 
'qualified  mortgage'  means— 

"(A)  any  obligation  (including  any  par- 
ticipation or  certificate  of  beneficial  owner- 
ship therein)  which  is  principally  secured, 
directly  or  indirectly,  by  an  interest  in  real 
property  and  which— 

"lit  is  transferred  to  the  REMIC  on  or 
before  the  startup  day,  or 

"(ii)  is  purchased  by  the  REMIC  within 
the  3-month  period  beginning  on  the  startup 
day, 

"(B)  any  qualified  replacement  mortgage, 
and 

"(CJ  any  regular  interest  in  another 
REMIC  transferred  to  the  REMIC  on  or 
before  the  startup  day. 

"(4)  Qualified  replacement  mortgage.— 
The  term  'qualified  replacement  mortgage' 
means  any  obligation— 

"(A)  which  would  be  described  in  para- 
graph  (3)(A)  if  it  were  transferred  to  the 
REMIC  on  or  before  the  startup  day,  and 
"(B)  which  is  received  for— 
"(i)  another  obligation  within  the  3-month 
period  beginning  on  the  startup  day,  or 

"(ii)  a  defective  obligation  within  the  2- 
year  period  beginning  on  the  startup  day. 

"(5)    Permitted    investments.— The    term 
'permitted  investments'  means  any— 
"(A)  cashflow  investment, 
"(B)  qualified  reserve  asset,  or 
"(CJ  foreclosure  property. 
"(6)    Cash    flow    investment— The    term 
'cash  flow   investment'  means  any  invest- 
ment of  amounts  received  under  qualified 
mortgages  for  a  temporary  period  before  dis- 
tribution   to    holders    of  interests    in    the 
REMIC. 
"(7)  Qualified  reserve  asset.— 
"(A)  In  general.— The  term  'qualified  re- 
serve asset'  means  any  intangible  property 
which  is  held  for  investment  and  as  part  of 
a  qualified  reserve  fund. 

"(B)  Qualified  reserve  fund.— For  pur- 
poses of  subparagraph  (A),  the  term  'quali- 
fied reserve  fund'  means  any  reasonably  re- 
quired reserve  to  provide  for  full  payment  of 
expenses  of  the  REMIC  or  amounts  due  on 
regular  interests  in  the  event  of  defaults  on 
qualified  mortgages.  The  amount  of  any 
such  reserve  shall  be  promptly  and  appropri- 
ately reduced  as  payments  of  qualified  mort- 
gages are  received 

"(C)  Special  rule.— A  reserve  shall  not  be 
treated  as  a  qualified  reserve  for  any  taxable 
year  (and  all  subsequent  taxable  years)  if 
more  than  30  percent  of  the  gross  income 
from  the  assets  in  such  fund  for  the  taxable 
year  is  derived  from  the  sale  or  other  dispo- 
sition of  property  held  for  less  than  3 
months.  For  purposes  of  the  preceding  sen- 
tence, gain  on  the  disposition  of  a  qualified 
reserve  asset  shall  not  be  taken  into  account 
if  the  disposition  giving  rise  to  such  gain  is 
required  to  prevent  default  on  a  regular  in- 
terest where  the  threatened  default  resulted 
from  a  default  on  1  or  more  qualified  mort- 
gages. 

"(8)  Foreclosure  property.— TJie  term 
'foreclosure  property'  means  property— 

"(A)  which  would  be  foreclosure  property 
under  section  8S6(e)  if  acquired  by  a  real 
estate  investment  trust,  and 

"(B)  which  is  acquired  in  connection  with 
the  default  or  imminent  default  of  a  quali- 
fied mortgage  held  by  the  REMIC. 


Property  shall  cease  to  be  foreclosure  proper- 
ty loith  respect  to  the  REMIC  on  the  date 
which  is  1  year  after  the  date  such  real 
estate  mortgage  pool  acquired  such  proper- 
ty. 

"(S)  Startup  day.— The  term  'startup  day' 
means  any  day  selected  by  a  REMIC  which 
is  on  or  before  the  1st  day  on  which  interests 
in  such  REMIC  are  issued 

"(10)  Issue  price.— The  issue  price  of  any 
regular  or  residual  interest  in  a  REMIC 
shall  be  determined  under  section  1273(b)  in 
the  same  manner  as  if  such  interest  were  a 
debt  instrument;  except  that  if  the  interest  is 
issued  for  property,  paragraph  (3)  of  section 
1273(b)  shall  apply  whether  or  not  the  re- 
quirements of  such  paragraph  are  met 

"(b)  Treatment  of  Nonresident  Auens  and 
Foreign  Corporations.— If  the  holder  of  a 
residual  interest  in  a  REMIC  is  a  nonresi- 
dent alien  individual  or  a  foreign  corpora- 
tion, for  purposes  of  sections  871(a),  881, 
1441,  and  1442— 

"(1)  amounts  includible  in  the  gross 
income  of  such  holder  under  this  part  shall 
be  taken  into  account  when  paid  or  distrib- 
uted (or  when  the  interest  is  disposed  of), 
and 

"(2)  no  exemption  from  the  taxes  imposed 
by  such  sections  (and  no  reduction  in  the 
rates  of  such  taxes)  shall  apply  to  any  excess 
inclusion. 

The  Secretary  may  by  regulations  provide 
that  such  amounts  shall  be  taken  into  ac- 
count earlier  than  as  provided  in  paragraph 
(1)  where  necessary  or  appropriate  to  pre- 
vent the  avoidance  of  tax  imposed  by  this 
chapter. 

"(c)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  part  including  regulations— 

"(1)  to  prevent  unreasonable  accumula- 
tions of  assets  in  a  REMIC, 

"(2)  permitting  determinations  of  the  fair 
market  value  of  property  transferred  to  a 
REMIC  and  issue  price  of  interests  in  a 
REMIC  to  be  made  earlier  than  otherwise 
provided  and 

"(3)  requiring  reporting  to  holders  of  re- 
sidual interests  of  such  information  as  fre- 
quently as  is  necessary  or  appropriate  to 
permit  such  holders  to  compute  their  taxable 
income  accurately. " 

(b)  Technical  Amendments.— 

(1)  Treatment  for  reit  purposes.— Para- 
graph (6)  of  section  8S6(c)  is  amended  by  re- 
designating subparagraph  (D)  as  subpara- 
graph (E)  and  by  inserting  after  subpara- 
graph (C)  the  following  new  subparagraph: 

"(D)  A  regular  or  residiuil  interest  in  a 
REMIC  shall  be  treated  as  an  interest  in 
real  property,  and  any  amount  includible  in 
gross  income  with. respect  to  su^h  an  inter- 
est shall  be  treated  as  interest  except  that  if 
less  than  95  percent  of  the  assets  of  such 
REMIC  are  interests  in  real  property  (deter- 
mined as  if  the  taxpayer  held  such  assets), 
such  interest  shall  be  so  treated  only  in  the 
proportion  which  the  assets  of  the  REMIC 
consist  of  such  interests." 

(2)  Treatment  for  Pt/RPOSES  of  section 
i93.— Subsection  (d)  of  section  593  (defining 
loans)  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(4)  Treatment  of  interests  in  remic's.—A 
regular  or  residual  interest  in  a  REMIC 
shall  be  treated  as  a  qualifying  real  property 
loan;  except  that  if  less  than  95  percent  of 
the  assets  of  such  REMIC  are  qualifying  real 
property  loans  (determined  as  if  the  taxpay- 
er held  the  assets  of  the  REMIC),  such  inter- 
est sh^M  be  so  treated  only  in  the  proportion 
which  the  assets  of  such  REMIC  consUt  of 
such  loans. " 


(3)  Treatment  for  ptmposss  or  section 
TTouax  191.— Subparagraph  (C)  of  section 
7701(a)(19)  (defining  domestic  building  and 
loan  associations)  is  amended  by  striking 
out  "and"  at  the  end  of  clause  (ix),  by  strik- 
ing out  the  period  at  the  end  of  clause  (x) 
and  inserting  in  lieu  thereof  ",  and",  and  by 
inserting  after  clause  (x)  the  foUovying  new 
clause: 

"(xi)  any  regular  or  residual  interest  in  a 
REMIC,  but  only  in  the  proportion  which 
the  assets  of  such  REMIC  consist  of  property 
described  in  any  of  the  preceding  clauses  of 
this  subparagraph;  except  that  if  95  percent 
or  more  of  the  assets  of  such  REMIC  are 
loans  described  in  clauses  fil  through  (xt, 
the  entire  interest  in  the  REMIC  shall  qual- 
ify." 

(41  Treatment  for  purposes  of  section 
iS2<c).— Paragraph  (1)  of  section  582(c)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "For  purposes  of  the 
preceding  sentence,  any  regular  or  residual 
interest  in  a  REMIC  shall  be  treated  as  an 
evidence  of  indebtedness. " 

SEC.  S72.  RILES  FOR  ACCRL'INC  ORIGINAL  ISSUE  DIS- 
COVNT  on  REGVLAR  INTERESTS  AND 
SIMILAR  DEBT  INSTRVMENTS. 

Subsection  (a)  of  section  1272  (relating  to 
current  inclusion  in  income  of  original 
issue  discount)  is  amended  by  redesignating 
paragraph  (61  as  paragraph  (7)  and  by  in- 
serting after  paragraph.  (5)  the  following 
new  paragraph: 

"(61  Determination  of  daily  portions 
where  principal  subject  to  acceleration  — 

"(A)  In  aENERAL.—In  the  case  of  any  debt 
instrument  to  which  this  paragraph  applies, 
the  daily  portion  of  the  original  issue  dis- 
count shall  be  determined  by  allocating  to 
each  day  in  any  accrual  period  its  ratable 
portion  of  the  excess  (if  any)  of— 

"(i)  the  sum  of  (I)  the  present  value  deter- 
mined under  subparagraph  (Bi  of  all  re- 
maining payments  under  the  debt  instru- 
ment as  df  the  close  of  such  period,  and  (lit 
the  payments  during  the  accrual  period  of 
amounts  included  in  the  stateci  redemption 
price  of  the  debt  instrument  over 

"(ii)  the  adjusted  issue  price  of  such  debt 
instrument  at  the  beginning  of  such  period 

"(B)  Determination  of  present  value.— 
For  purposes  of  subparagraph  (A),  the 
present  value  shall  be  determined  on  the 
basis  of— 

"(it  the  original  yield  to  maturity  (deter- 
mined on  the  basis  of  compounding  at  the 
close  of  each  accrual  period  and  properly 
adjusted  for  the  length  of  the  accrual 
period), 

"(iit  events  which  have  occurred  before  the 
close  of  the  accrual  period,  and 

"(Hit  a  prepayment  assumption  deter- 
mined in  the  manner  prescribed  by  regula- 
tions. 

"(Ct  Debt  instruments  to  which  para- 
graph APPUES.—This  paragraph  applies  to— 

"(it  any  regular  interest  in  a  REMIC  or 
qualified  mortgage  held  by  a  REMIC,  or 

"(iit  any  other  debt  instrument  if  pay- 
ments under  such  debt  instrument  may  be 
accelerated  by  reason  of  prepayments  of 
other  obligations  securing  such  debt  instru- 
ment (or,  to  the  extent  provided  in  regula- 
tions, by  reason  of  other  eventst. " 

SEC.    t7S.     treatment    OF    TAXABLE    MORTGAGE 
POOLS. 

Section  7701,  as  amended  by  section 
201  (ct,  is  amended  by  redesignating  subsec- 
tion (it  as  subsection  (it  and  by  inserting 
afUr  subsection  (ht  the  foUowing  new  sub- 
section: 

"lit  Taxable  Mortgage  Pools.— 
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"(1)  TREATED  AS  SEPARATE  CORPORATIONS.— A 

taxable  mortgage  pool  shall  be  treated  as  a 
separate  corporation  which  may  not  be 
treated  as  an  includible  corporation  with 
any  other  corporation  for  purposes  of  sec- 
tion ISOl. 

"12}  Taxable  mortgage  pool  defined.— For 
purposes  of  this  title— 

"(A)  In  general.— Except  as  otherwise  pro- 
vided in  this  paragraph,  a  taxable  mortgage 
pool  is  any  entity  (other  than  a  REMIC)  if— 

"(i)  substantially  all  of  the  assets  of  such 
entity  consists  of  debt  obligations  (or  inter- 
ests therein)  and  more  than  50  percent  of 
such  debt  obligations  (or  interests)  consists 
of  real  estate  mortgages  (or  interests  there- 
in). 

"(ii)  such  entity  is  the  obligor  under  debt 
obligations  with  2  or  more  maturities,  and 

"(Hi)  under  the  terms  of  the  debt  obliga- 
tions referred  to  in  clause  (ii)  (or  underlying 
arrangement),  payments  on  such  debt  obli- 
gations bear  a  relationship  to  payments  on 
the  debt  obligations  (or  interests)  referred  to 
in  clause  (i). 

"(B)  Portion  of  ENTrriES  treated  as 
POOLS.— Any  portion  of  an  entity  which 
meets  the  definition  of  subparagraph  (A) 
shaU  be  treated  as  a  taxable  mortgage  pool 

"(C)  Exception  for  domestic  building  and 
LOAN.— Nothing  in  this  subsection  shall  be 
construed  to  treat  any  domestic  building 
and  loan  association  (or  portion  thereof)  as 
a  taxable  mortgage  pooL 

"ID)  Treatment  of  certain  equity  inter- 
ests.—To  the  extent  provided  in  regulations, 
equity  interest  of  varying  classes  which  cor- 
respond to  maturity  classes  of  debt  shall  be 
treated  as  debt  for  purposes  of  this  subsec- 
tion. 

"(3)  Treatment  of  certain  REiT's.—lf— 

"(A)  a  real  estate  investment  trust  is  a  tax- 
able mortgage  pool,  or 

"(B)  a  qualified  REIT  subsidiary  (as  de- 
fined in  section  856(i)(2))  of  a  real  estate  in- 
vestment trust  is  a  taxable  mortgage  pool 
under  regulations  prescribed  by  the  Secre- 
tary, adjustments  similar  to  the  adjustments 
provided  in  section  860E(d)  shall  apply  to 
the  shareholders  of  such  real  estate  invest- 
ment trust" 

SSC.  174.  COMPUANCE  PROVISIONS. 

Sut>section  (d)  of  section  6049  (relating  to 
returns  regarding  payments  of  interest)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(7)  Interests  in  remic's  and  certain 
other  debt  instruments.— 

"(A)  In  GENERAL.— For  purposes  of  subsec- 
tion (a),  the  term  'interest'  inclxides 
amounts  includible  in  gross  income  with  re- 
spect to  regular  interests  in  REMIC's. 

"(B)  Reporting  to  corporations,  etc.— 
Except  as  otherwise  provided  in  regulations, 
in  the  case  of  any  interest  described  in  sub- 
paragraph (A)  of  this  paragraph  and  any 
other  debt  instrument  to  which  section 
1272(a)(6)  applies,  subsection  (b)(4)  of  this 
section  shall  be  applied  without  regard  to 
subparagraphs  (A),  (H),  (I),  (J),  (K),  and 
<L)(i). 

"(C)  Additional  information.— Except  as 
otherwise  provided  in  regulations,  any 
return  or  statement  required  to  be  filed  or 
furnished  under  this  section  with  respect  to 
interest  income  descrit>ed  in  subparagraph 
(A)  and  interest  on  any  other  debt  instru- 
ment to  which  section  1272(a)(6)  applies 
shall  also  provide  information  setting  forth 
the  iuue  price  of  the  interest  to  which  the 
return  or  statement  relates  at  the  l>eginning 
of  each  accrual  period  with  respect  to  which 
interest  incon^  is  required  to  be  reported  on 
such  return  or  statement  and  information 


necessary  to  compute  accrual  of  market  dis- 
count 

"(D)  Regulatory  authority.— The  Secre- 
tary may  prescribe  such  regulations  as  are 
necessary  or  appropriate  to  carry  out  the 
purposes  of  this  paragraph,  including  regu- 
lations which  require  more  frequent  or  more 
detailed  reporting. " 

SEC.  I7S.  EFFECTIVE  DATES 

(a)  General  Rule.— Except  as  otherwise 
provided  in  this  section,  the  amendments 
made  by  this  part  shall  apply  to  taxable 
years  t>eginning  after  December  31,  1986. 

(b)  Rules  for  Accruing  Original  Issue 
Discount.— The  amendment  made  by  section 
672  shall  apply  to  debt  instruments  issued 
after  December  31,  1986,  in  taxable  years 
ending  after  such  date. 

(c)  Treatment  of  Taxable  Mortgage 
Pools.— 

(1)  In  general.— The  amendment  made  by 
section  673  shall  take  effect  on  January  1, 
1992. 

(2)  Treatment  of  existing  entities.— The 
amendment  made  by  section  673  shall  not 
apply  to  any  entity  in  existence  on  Decem- 
ber 31,  1991.  The  preceding  sentence  shall 
cease  to  apply  with  respect  to  any  entity  as 
of  the  1st  day  after  December  31,  1991,  on 
which  there  is  a  substantial  transfer  of  cash 
or  other  property  to  such  entity. 

(3)  Special  rule  for  coordination  with 
WASH-SALE  RULES.— Notwithstanding  para- 
graphs (1)  and  (2),  for  purposes  of  applying 
section  860F(d)  of  the  Internal  Revenue 
Code  of  1986  (as  added  by  this  part),  the 
amendment  made  by  section  673  shall  apply 
to  taxable  years  beginning  after  December 
31,  1986. 

TITLE  VII-ALTERNATIVE  MINIMUM 
TAX 

SEC  7»l.  ALTER.VATIVE  MINIMVM  TAX  FOR  INDIVID- 
lALS  AND  CORPORATIONS 

(a)  General  Rule.— Part  VI  of  subchapter 
A  of  chapter  1  (relating  to  minimum  tax  for 
tax  preferences)  is  amended  to  read  as  fol- 
lows: 

"PART  VI— ALTERNATIVE  MINIMUM  T.iX 
"Sec.  55.  Alternative  minimum  tax  imposed. 
"Sec.  56.  Adjustments  in  computing  alterna- 
tive minimum  taxable  income. 
"Sec.  57.  Items  of  tax  preference. 
"Sec.  58.  Denial  of  certain  losses. 
"Sec.  59.  Other  definitions  and  special  rules. 

"SEC.  iS.  ALTERNATIVE  MINIMVM  TAX  IMPOSED. 

"(a)  General  Rule.— There  is  hereby  im- 
posed (in  addition  to  any  other  tax  imposed 
by  this  subtitle)  a  tax  equal  to  the  excess  (if 
any)  of— 

"(1)  the  tentative  minimum  tax  for  the 
taxable  year,  over 

"(2)  the  regular  tax  for  the  taxable  year. 

"(b)  Tentative  Minimum  Tax.— For  pur- 
poses of  this  part— 

"(1)  In  general.— The  tentative  minimum 
tax  for  the  taxable  year  is— 

"(A)  20  percent  (21  percent  in  the  case  of  a 
taxpayer  other  than  a  corporation)  of  so 
much  of  the  alternative  minimum  taxable 
income  for  the  taxable  year  as  exceeds  the 
exemption  amount,  reduced  by 

"(B)  the  alternative  minimum  tax  foreign 
tax  credit  for  the  taxable  year. 

"(2)  Alternative  minimum  taxable 
INCOME.— The  term  'alternative  minimum 
taxable  income'  means  the  taxable  income  of 
the  taxpayer  for  the  taxable  year— 

"(A)  determined  with  the  adjustments  pro- 
vided in  section  56  and  section  58.  and 

"(B)  increased  by  the  amount  of  the  items 
of  tax  preference  described  in  section  57. 

"(c)  Regular  Tax.— 

"(1)  In  general.— For  purposes  of  this  sec- 
tion, the  term  'regular  tax'  means  the  regu- 


lar tax  liability  for  the  taxable  year  (as  de- 
fined in  section  26(b))  reduced  by  the  for- 
eign tax  credit  allowable  under  section 
27(a).  Such  term  shall  not  include  any  tax 
imposed  by  section  402(e)  and  shall  not  in- 
clude any  increase  in  tax  under  section  47. 
"(2)  Cross  references.— 

"For  provitiom  providing  that  certain  credits  are 
not  allowable  against  the  tax  imposed  by  this  sec- 
tion, see  leetiont  26(a),  28(d)(2),  29(b)(5),  and 
38(c). 

"(d)  Exemption  Amount.— For  purposes  of 
this  section— 

"(1)  Exemption  amount  for  taxpayers 
other  than  corporations.— In  the  case  of  a 
taxpayer  other  than  a  corporation,  the  term 
'exemption  amount '  means— 

"(A)  (40,000  in  the  case  of— 

"(i)  a  joint  return,  or 

"(ii)  a  surviving  spouse, 

"(B)  $30,000  in  the  case  of  an  individual 
who— 

"(i)  is  not  a  married  individual,  and 

"(ii)  is  not  a  surviving  spouse,  and 

"(C)  $20,000  in  the  case  of— 

"(i)  a  married  individual  who  files  a  sepa- 
rate return,  or 

"(ii)  an  estate  or  trust 
For  purposes  of  this  paragraph,  the  term 
'surviving  spouse'  has  the  meaning  given  to 
such  term  by  section  2(a),  and  marital 
status  shall  be  determined  under  section 
7703. 

"(2)  Corporations.— In  the  case  of  a  cor- 
poration, the  term  'exemption  amount' 
means  $40,000. 

"(3)  Phase-out  of  exemption  amount.— The 
exemption  amount  of  any  taxpayer  shall  be 
reduced  (but  not  below  zero)  by  an  amount 
equal  to  25  percent  of  the  amount  by  which 
the  alternative  minimum  taxable  income  of 
the  taxpayer  exceeds— 

"(A)  $150,000  in  the  case  of  a  taxpayer  de- 
scribed in  paragraph  (1)(A)  or  (2), 

"(B)  $112,500  in  the  case  of  a  taxpayer  de- 
scribed in  paragraph  (1)(B),  and 

"(C)  $75,000  in  the  case  of  a  taxpayer  de- 
scribed in  paragraph  (1)(C). 

"SEC.   St.   ADJISTMENTS  IN  COMPUTING  ALTERNA- 
TIVE MINIMUM  TAXABLE  INCOME. 

"(a)  Adjustments  Applicable  to  All  Tax- 
payers.—In  determining  the  amount  of  the 
alternative  minimum  taxable  income  for 
any  taxable  year  the  following  treatment 
shall  apply  (in  lieu  of  the  treatment  applica- 
ble for  purposes  of  computing  the  regular 
tax): 

"(1)  Depreciation.— 

"(A)  In  generau- 

"(i)  Property  other  than  certain  real 
property.— Except  as  provided  in  clause 
(ii),  the  depreciation  deduction  allowable 
under  section  167  with  respect  to  any  tangi- 
ble property  placed  in  service  after  Decem- 
ber 31,  1986,  shall  be  determined  under  the 
alternative  system  of  section  168(g). 

"(ii)  150-PERCENT  DECUNING  BALANCE 
METHOD  FOR  CERTAIN  PROPERTY.  — The  mCthOd 

of  depreciation  used  shall  be— 

"(I)  the  150  percent  declining  balance 
method, 

"(II)  suntching  to  the  straight  line  method 
for  the  1st  taxable  year  for  which  using  the 
straight  line  method  uiith  respect  to  the  ad- 
justed basis  as  of  the  t)eginning  of  the  year 
urill  yield  a  higher  allowance. 
The  preceding  sentence  shall  not  apply  to 
any  section  1250  property  (as  defined  in  sec- 
tion 1250(c))  or  to  any  other  property  if  the 
depreciation  deduction  determined  under 
section  168  ioith  respect  to  such  other  prop- 
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erty  for  purposes  of  the  regular  tax  U  deter- 
mined by  using  the  straight  line  method. 

"(B)  Exception  for  certain  property.— 
This  paragraph  shall  not  apply  to  property 
described  in  paragraph  (1),  (2),  (31.  or  (4)  of 
section  16S(ft. 

"(C)  Coordination  with  transitionai. 
rules.— 

"(i)  In  GENERAL.-This  paragraph  shaU  not 
apply  to  property  placed  in  service  after  De- 
cember 31,  1986,  to  which  the  amendments 
made  by  section  201  of  the  Tax  Reform  Act 
of  1986  do  not  apply. 

"(ii)  Treatment  of  certain  property 
PLACED  IN  SERVICE  BEFORE  i9S7.—This  para- 
graph shall  apply  to  any  property  to-  which 
the  amendments  made  by  section  201  of  the 
Tax  Reform  Act  of  1986  apply  by  reason  of 
an  election  under  section  203(aKll(B)  of 
such  Act  without  regard  to  the  reguirement 
of  subparagraph  (A)  that  the  property  be 
placed  in  service  after  December  31,  1986. 

"(D)  Normalization  rules.— With  respect 
to  public  utility  property  described  in  sec- 
tion 167(1)(3)(A),  the  Secretary  shall  pre- 
scribe the  reguirem£nts  of  a  normalization 
method  of  accounting  for  this  section. 

"(2)  Mining  exploration  and  development 
costs.— 

"(A)  In  general.— With  respect  to  each 
mine  or  other  natural  deposit  (other  than  an 
oil,  gas,  or  geothermal  well)  of  the  taxpayer, 
the  amount  allowable  as  a  deduction  under 
section  616(a)  or  617(a)  (determined  without 
regard  to  section  291(b))  in  computing  the 
regular  tax  for  costs  paid  or  incurred  after 
December  31,  1986,  shall  be  capitalized  and 
amortized  ratably  over  the  10-year  period 
beginning  with  the  taxable  year  in  which 
the  expenditures  were  made. 

"(B)  Loss  allowed.— If  a  loss  is  sustained 
with  respect  to  any  property  described  in 
subparagraph  (A),  a  deduction  shall  be  al- 
lowed for  the  expenditures  described  in  sub- 
paragraph (A)  for  the  taxable  year  in  which 
such  loss  is  sustained  in  an  amount  egual  to 
the  lesser  of— 

"(i)  the  amount  allowable  under  section 
165(a)  for  the  expenditures  if  they  had  re- 
mained capitalized,  or 

"(ii)  the  amount  of  such  expenditures 
which  have  not  previously  been  amortized 
under  subparagraph  (A). 

"(3)  Treatment  of  certain  long-term  con- 
tracts.—In  the  case  of  any  long-term  con- 
tract entered  into  by  the  taxpayer  on  or 
after  March  1,  1986,  the  taxable  income  from 
such  contract  shall  be  determined  under  the 
percentage  of  completion  method  of  ac- 
counting (as  modified  by  section  460(b)). 

"(4)  Alternative  tax  net  operating  loss 
deduction.— The  alternative  tax  net  operat- 
ing loss  deduction  shall  be  allowed  in  lieu  of 
the  net  operating  loss  deduction  allowed 
under  section  1 72. 

"(S)  Pollution  control  facilities.- In  the 
case  of  any  certified  pollution  control  facili- 
ty placed  in  service  after  December  31,  1986, 
the  deduction  allowable  under  section  169 
(without  regard  to  section  291)  shall  be  de- 
termined under  the  aJtemative  system  of 
section  168(g). 

"(6)  Installment  sales  of  certain  proper- 
TY.—In  the  case  of  any— 

"(A)  deposition  after  March  1,  1986,  of 
property  described  in  section  1221(1),  or 

"(B)  other  disposition  if  an  obligation 
arising  from  such  disposition  would  be  an 
applicable  installment  obligation  (as  de- 
fined in  section  4S3C(e))  to  which  section 
4S3C  applies, 

income  from  such  disposition  shall  be  deter- 
mined without  regard  to  the  installment 
method  under  section  453  or  453A  and  all 


payments  to  be  received  for  the  disposition 
shall  be  deemed  received  in  the  taxable  year 
of  the  disposition.  This  paragraph  shall  not 
apply  to  any  disposition  with  respect  to 
which  an  election  is  in  effect  under  section 
453C(e)(4). 

"(7)  Adjusted  basis.— The  adjusted  basis  of 
any  property  to  which  paragraph  (1)  or  (5) 
applies  (or  with  respect  to  which  there  are 
any  expenditures  to  which  paragraph  (2)  or 
subsection  (b)(2)  applies)  shall  be  deter- 
mined on  the  basis  of  the  treatment  pre- 
scribed in  paragraph  (1),  (2),  or  (5),  or  sub- 
section (b)(2),  whichever  applies. 

"(b)  Adjustments  Applicable  to  Individ- 
uals.—In  determining  the  amount  of  the  al- 
ternative minimum  taxable  income  of  any 
taxpayer  (other  than  a  corporation),  the  fol- 
lowing treatment  shall  apply  (in  lieu  of  the 
treatment  applicable  for  purposes  of  com- 
puting the  regular  tax): 
"(1)  Limitation  on  itemized  deductions.— 
"(A)  In  general.— No  deduction  shall  be  al- 
lowed— 

"(i)  for  any  miscellaneous  itemized  deduc- 
tion (as  defined  in  section  67(b)),  or 

"(ii)  for  any  taxes  described  in  paragraph 
(1),  (2),  or  (3)  of  section  164(a). 
Clause  (ii)  shall  not  apply  to  any  amount  al- 
lowable    in     computing     adjusted     gross 
income. 

"(B)  Medical  expenses.— In  determining 
the  amount  allowable  as  a  deduction  under 
section  213,  subsection  (a)  of  section  213 
shall  be  applied  by  substituting  10  percent' 
for  '7.5  percent'. 

"(C)  Interest.— In  determining  the 
amount  allowable  as  a  deduction  for  inter- 
est, subsections  (d)  and  (h)  of  section  163 
shall  apply,  except  that— 

"(i)  in  lieu  of  the  exception  under  section 
163(h)(2)(D),  the  term  'personal  interest' 
shall  not  include  any  qualified  housing  in- 
terest (as  defined  in  subsection  (e)), 

"(ii)  sections  163(d)(6)  and  163(h)(6)  (re- 
lating to  phase-ins)  shall  not  apply,  and 

"(Hi)  interest  on  any  specified  private  ac- 
tivity bond  (and  any  amount  treated  as  in- 
terest on  a  specified  activity  bond  under  sec- 
tion 56(a)(5)(B)),  and  any  deduction  re- 
ferred to  in  section  57(a)(5)(A).  shall  be 
treated  as  includible  in  gross  income  (or  as 
deductible)  for  purposes  of  applying  section 
163(d). 

"(D)  Treatment  of  certain  recoveries.— 
No  recovery  of  any  tax  to  which  subpara- 
graph (A)(ii)  applied  shall  be  included  in 
gross  income  for  purposes  of  determining  al- 
ternative minimum  taxable  income. 

"(E)  Standard  deduction  not  allowed.— 
The  standard  deduction  provided  in  section 
63(c)  shall  not  be  allowed. 

"(2)  Circulation  and  research  and  experi- 
mental expendttures.— 

"(A)  In  general.— The  amount  allowable 
as  a  deduction  under  section  173  or  174(a) 
in  computing  the  regular  tax  for  ainounts 
paid  or  incurred  after  December  31.  1986, 
shall  be  capitalized  and— 

"(i)  in  the  case  of  circulation  expenditures 
described  in  section  173,  shall  be  amortized 
ratably  over  the  3-year  period  beginning 
VDith  the  taxable  year  in  which  the  expendi- 
tures were  made,  or 

"(ii)  in  the  case  of  research  and  experi- 
mental expenditures  described  in  section 
174(a),  shall  be  amortized  ratably  over  the 
10-year  period  beginning  with  the  taxable 
year  in  which  the  expenditures  were  made. 

"(B)  Loss  allowed.— If  a  loss  is  sustained 
with  respect  to  any  property  descritted  in 
subparagraph  (A),  a  deduction  shall  be  al- 
lowed for  the  expenditures  described  in  sub- 
paragraph (A)  for  the  taxable  year  in  which 


such  loss  is  sustained  in  an  amount  egual  to 
the  lesser  of— 

"(i)  the  amount  allou>able  under  section 
165(a)  for  the  expenditures  if  they  had  re- 
mained capitalized,  or 

"(ii)  the  amount  of  such  expenditures 
which  have  not  previously  been  amortized 
under  subparagraph  (A). 

"(CI  Special  rule  for  personal  holding 
companies.— In  the  case  of  circulation  ex- 
penditures described  in  section  173,  the  ad- 
justments provided  in  this  paragraph  shall 
apply  also  to  a  personal  holding  company 
(as  defined  in  section  542). 

"(c)  Adjustments  Appucable  to  Corpora- 
tions.—In  determining  the  amount  of  the  al- 
ternative m.inimum  taxable  income  of  a  cor- 
poration, the  following  treatment  shall 
apply: 

"(1)  Adjustment  for  book  income  or  ad- 
justed earnings  and  profits.— 

"(A)  Book  income  adjustment.— For  tax- 
able years  beginning  in  1987.  1988.  and  1989, 
alternative  minimum  taxable  income  shaU 
be  adjusted  as  provided  under  subsection  (f). 
"(B)  Adjusted  earnings  and  PROFrrs.—For 
taxable  years  beginning  after  1989,  alterna- 
tive minimum  taxable  income  shall  be  ad- 
justed as  provided  under  subsection  (g). 

"(2)  Merchant  marine  capital  construc- 
tion FUNDS.— In  the  case  of  a  capital  con- 
struction fund  established  under  section  607 
of  the  Merchant  Marine  Act,  1936  (46  U.S.C. 
1177)- 

"(A)  subparagraphs  (A).  (Bl.  and  (C)  of 
section  7518(c)(1)  (and  the  corresponding 
provisions  of  such  section  607)  shall  not 
apply  to— 

"(i)  any  amount  deposited  in  suc/i  fund 
after  December  31,  1986.  or 

"(ii)  any  earnings  (including  gains  and 
losses)  after  December  31,  1986,  on  amounts 
in  such  fund,  and 

"(B)  no  reduction  in  basis  shall  be  made 
under  section  7518(f)  (or  the  corresponding 
provisions  of  such  section  607)  with  respect 
to  the  withdrawal  from  the  fund  of  any 
amount  to  which  subparagraph  (A)  applies. 
For  purposes  of  this  paragraph,  any  with- 
drawal of  deposits  or  earnings  from  the  fund 
shall  be  treated  as  allocable  first  to  deposits 
made  before  land  earnings  received  or  ac- 
crued before)  January  1.  1987. 

"(3)  Special  deduction  for  certain  orga- 
nizations not  allowed.— The  deduction  de- 
Urmined  under  section  833(b)  shall  not  be 
aUoioed. 

"(d)  Alternative  Tax  Net  Operating  Loss 
Deduction  Defined.— 

"(1)  In  general.— For  purposes  of  subsec- 
tion (a)f4),  the  term  'alternative  tax  net  op- 
erating loss  deduction'  means  the  net  oper- 
ating loss  deduction  allowable  for  the  tax- 
able year  under  section  172,  except  that— 

"(A)  the  amount  of  such  deduction  shall 
not  exceed  90  percent  of  alternative  mini- 
mum taxable  income  determined  without 
regard  to  such  deduction,  and 

"(B)  in  determining  the  amount  of  such 
deduction— 

"(i)  the  net  operating  loss  (within  the 
meaning  of  section  172(c))  for  any  loss  year 
shall  be  adjusted  as  provided  in  paragraph 
(2).  and 

"(ii)  in  the  case  of  taxable  years  beginning 
afUr  December  31,  1986.  section  172(b)(2) 
shall  be  applied  by  substituting  '90  percent 
of  alternative  minimum  taxable  income  de- 
termined without  regard  to  the  alUmative 
tax  net  operating  loss  deduction' for  'taxable 
income'  each  place  it  appears. 

"(2)  Adjustments  to  net  operating  loss 
computation.— 
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"I A)  PosT-ms  LOSS  YEARS.— In  the  case  of  a 
loss  year  beginning  after  December  31,  1986, 
the  net  operating  loss  for  such  year  under 
section  1 721c)  shall— 

"(i>  be  determined  with  the  adjustments 
provided  in  this  section  and  section  58.  and 
"fiiJ  be  reduced  by  the  items  of  tax  prefer- 
ence determined  under  section  57  for  such 
year  (other  than  subsection  (a)l6)  thereof). 

"<B)  Pre- I  an  years.— In  the  case  of  loss 
years  beginning  before  January  1,  1987,  the 
amount  of  the  net  operating  loss  which  may 
be  carried  over  to  taxable  years  beginning 
after  December  31,  1986,  for  purposes  of 
paragraph  (2),  shall  be  equal  to  the  amount 
which  may  be  carried  from  the  loss  year  to 
the  first  taxable  year  of  the  taxpayer  begin- 
ning after  December  31.  1986. 

"(e)  QvALiriED  Housing  Interest.— For 
purposes  of  this  part— 

"(1)  In  general.— The  term  qualified  hous- 
ing interest'  means  interest  which  is  paid  or 
accrued  during  the  taxable  year  on  indebted- 
ness which  is  incurred  in  acquiring,  con- 
structing, or  substantially  rehabilitating 
any  property  which— 

"(A)  is  the  principal  residence  (within  the 
meaning  of  section  1034)  of  the  taxpayer  at 
the  time  such  interest  accrues  or  is  paid,  or 
"(B)  is  a  qualified  dwelling  which  is  a 
qualified  residence  (within  the  meaning  of 
section  163(h)(3)). 

Such  term  also  includes  interest  on  any  in- 
debtedness resulting  from  the  refinancing  of 
indebtedness  meeting  the  requirements  of 
the  preceding  sentence:  but  only  to  the 
extent  that  the  amount  of  the  indebtedness 
resulting  from  such  refinancing  does  not 
exceed  the  amount  of  the  refinanced  indebt- 
edness immediately  before  the  refinancing. 

"(2)  QvAUFiED  DWELLING.— The  term  quali- 
fied dwelling' means  any— 
"(A)  house. 
"(B)  apartment, 
"(C)  condominium,  or 
"(D)  mobile  home  not  used  on  a  transient 
basis     (within     the     meaning    of    section 
7701(a)(19)(CJ(v)). 

including  all  structures  or  other  property 
appurtenant  thereto. 

"(3)  Special  rule  for  indebtedness  in- 
curred before  july  I.  iss2.—The  term  quali- 
fied housing  interest'  includes  interest  paid 
or  accrued  on  indebtedness  which— 

"(A)  was  incurred  by  the  taxpayer  before 
July  1.  1982,  and 

"(B)  is  secured  by  property  which,  at  the 
time  such  indebtedness  was  incurred,  was— 
"(i)  the  principal  residence  (within  the 
meaning  of  section  1034)  of  the  taxpayer,  or 
"(ii)  a  qualified  dwelling  used  by  the  tax- 
payer (or  any  member  of  his  family  (within 
the  meaning  of  section  267(c)(4))). 

"(f)  aa/ustments  for  book  income  of 
Corpora  tions.  — 

"(1)  In  general.— The  alternative  mini- 
mum taxable  income  of  any  corporation  for 
any  taxable  year  beginning  in  1987.  1988,  or 
1989  shall  be  increased  by  SO  percent  of  the 
amount  (if  any)  try  which— 

"(A)  the  adjusted  net  book  income  of  the 
corporation,  exceeds 

"(B)  the  alternative  minimum  taxable 
income  for  the  taxable  year  (determined 
without  regard  to  this  subsection  and  the  al- 
ternative tax  net  operating  loss  deduction). 
"(2)  Ad/usted  net  book  income.— For  pur- 
poses of  this  subsection— 

"(A)  In  general.— The  term  'adjusted  net 
book  income'  means  the  net  income  or  loss 
of  the  taxpayer  set  forth  on  the  taxpayer's 
applicable  financial  statement,  adjusted  as 
provided  in  this  paragraph 

"(B)  Adjustments  for  certain  taxes.— The 
amount  determined  under  subparagraph  (A) 


shall  be  appropriately  adjusted  to  disregard 
any  Federal  income  taxes,  or  income,  war 
profits,  or  excess  profits  taxes  imposed  by 
any  foreign  country  or  possession  of  the 
United  States,  which  are  directly  or  indi- 
rectly taken  into  account  on  the  taxpayer's 
applicable  financial  statement.  The  preced- 
ing sentence  shall  not  apply  to  any  such 
taxes  imposed  by  a  foreign  country  or  pos- 
session of  the  United  States  if  the  taxpayer 
does  not  choose  to  take,  to  any  extent,  the 
benefits  of  section  901. 

"(C)  Special  rules  for  related  corpora- 
tions.— 

"(i)  Consolidated  returns.— If  the  taxpay- 
er files  a  consolidated  return  for  any  taxable 
year,  adjusted  net  book  income  for  such  tax- 
able year  shall  take  into  account  items  on 
the  taxpayer's  applicable  financial  state- 
ment which  are  properly  allocable  to  mem- 
bers of  such  group  included  on  such  return, 
"(ii)  Treatment  of  dividends.— In  the  case 
of  any  corporation  which  is  not  included  on 
a  consolidated  return  with  the  taxpayer,  ad- 
justed net  book  income  shall  take  into  ac- 
count the  earnings  of  such  other  corporation 
only  to  the  extent  of  the  sum  of  the  divi- 
dends received  from  such  other  corporation 
and  other  amounts  required  to  be  included 
in  gross  income  under  this  chapter  in  re- 
spect of  the  earnings  of  such  other  corpora- 
tion. 

"(D)  Statements  covering  different  peri- 
ods—Appropriate  adjustments  shall  be 
made  in  adjusted  net  book  income  in  any 
case  in  which  an  applicable  financial  state- 
ment covers  a  period  other  than  the  taxable 
year 

"(E)  Special  rule  for  cooperatives.— In 
the  case  of  a  cooperative  to  which  section 
1381  applies,  the  amount  determined  under 
subparagraph  (A)  shall  be  reduced  by  the 
amounts  referred  to  in  section  1382(b)  (re- 
lating to  patronage  dividends  and  per-unit 
retain  allocations)  to  the  extent  such 
amounts  were  not  otherwise  taken  into  ac- 
count in  determining  adjusted  net  book 
income. 

"(F)  Treatment  of  dividends  from  936  cor- 
porations.— 

"(i)  In  general.— In  determining  the 
amount  of  adjusted  net  book  income,  any 
dividend  received  from  a  corporation  eligi- 
ble for  the  credit  provided  by  section  936 
shall  be  increased  by  the  amount  of  any 
withholding  tax  paid  to  a  possession  of  the 
United  States  with  respect  to  such  dividend 
"(ii)  Treatment  AS  foreign  taxes.— 
"(I)  In  general.— 50  percent  of  any  with- 
holding tax  paid  to  a  possession  of  the 
United  States  with  respect  to  dividends  re- 
ferred to  in  clause  (i)  (to  the  extent  such 
dividends  do  not  exceed  the  excess  referred 
to  in  paragraph  (1).  determined  without 
regard  to  clause  (il)  shall,  for  purposes  of 
this  part,  be  treated  as  a  tax  paid  by  the  cor- 
poration receiving  the  dividend  to  a  foreign 
country. 

"(II)  Treatment  of  taxes  imposed  on  9j« 
corporation.— For  purposes  of  this  subpara- 
graph, taxes  paid  by  any  corporation  eligi- 
ble for  the  credit  provided  by  section  936  to 
a  possession  of  the  United  States,  shall  be 
treated  as  a  withholding  tax  paid  with  re- 
spect to  any  dividend  paid  by  such  corpora- 
tion to  the  extent  such  taxes  would  be  treat- 
ed as  paid  by  the  corporation  receiving  the 
dividend  under  rules  similar  to  the  rules  of 
section  902. 

"(G)  Rules  for  Alaska  native  corpora- 
tions.—The  amount  determined  under  sub- 
paragraph (A)  shall  be  appropriately  adjust- 
ed to  allow: 

"(i)  cost  recovery  and  depletion  attributa- 
ble to  property  the  basis  of  which  is  deter- 
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mined  under  section  21(c)  of  the  Alaska 
Native  Claims  Settlement  Act  (43  U.S.C. 
1620(c)),  and 

"(ii)  deductions  for  amounts  payable 
made  pursuant  to  section  7(i)  or  section  7(j) 
of  such  Act  (43  U.S.C.  1606(i)  and  1606(j)) 
only  at  such  time  as  the  deductions  are  al- 
lowed for  tax  purposes. 

"(H)  Secretarial  authority  to  adjust 
ITEMS.— Under  regulations,  adjusted  net  book 
income  shall  be  properly  adjusted  to  prevent 
the  omission  or  duplication  of  any  item. 

"(3)  Applicable  financial  statement.— For 
purposes  of  this  subsection— 

"(A)  In  general.— The  term  'applicable  fi- 
nancial statement'  means,  unth  respect  to 
any  taxable  year,  any  statement  covering 
such  taxable  year— 

"(i)  which  is  required  to  be  filed  with  the 
Securities  and  Exchange  Commission, 

"(ii)  which  is  a  certified  audited  income 
statement  to  be  used  for  the  purposes  of  a 
statement  or  report— 

"(I)  for  credit  purposes, 

"(II)  to  shareholders,  or 
"(III)  for  any  other  substantial  nontax 
purpose, 

"(Hi)  which  is  an  income  statement  re- 
quired to  be  provided  to— 

"(I)  the  Federal  Government  or  any 
agency  thereof, 

"(II)  a  State  government  or  any  agency 
thereof,  or 

"(III)  a  political  subdivision  of  a  State  or 
any  agency  thereof,  or 

"(iv)  which  is  an  income  statement  to  be 
used  for  the  purposes  of  a  statement  or 
report— 

"(I)  for  credit  purposes, 

"(II)  to  shareholders.  Or 

"(III)  for  any  other  substantial  nontax 
purpose. 

'"(B)  Earnings  and  profits  used  in  certain 
cases.— If— 

"(i)  a  taxpayer  has  no  applicable  finan- 
cial statement,  or 

'"(ii)  a  taxpayer  has  only  a  statement  de- 
scribed in  subparagraph  (A)(iv)  and  the  tax- 
payer elects  the  application  of  Uiis  subpara- 
graph, 

the  net  income  or  loss  set  forth  on  the  tax- 
payer's applicable  financial  statement  shall, 
for  purposes  of  paragraph  (3)(A),  be  treated 
as  being  equal  to  the  taxpayer's  earnings 
and  profits  for  the  taxable  year  (without 
diminution  by  reason  of  distributions 
during  the  tax  year).  Such  election,  once 
made,  shall  remain  in  effect  for  any  taxable- 
year  for  which  the  taxpayer  is  described  in 
this  subparagraph  unless  revoked  with  the 
consent  of  the  Secretary. 

"(C)  Special  rule  where  more  than  i 
STATEMENT.— For  purposes  of  subparagraph 
(A),  if  a  taxpayer  has  a  statement  described 
in  more  than  1  clause  or  subclause,  the  ap- 
plicable financial  statement  shall  be  the 
statement  descril>ed  in  the  clause  or  sub- 
clause with  the  lowest  number  designation. 

"(4)  Exception  for  certain  corpora- 
tions.—This  subsection  shall  not  apply  to 
any  S  corporation,  regulated  investment 
company,  real  estate  investment  trust,  or 
HEMIC. 

"'(g)  Adjustments  Based  on  ADjt)STED  Cur- 
rent Earnings.— 

"(1)  In  general.— The  alternative  mini- 
mum taxable  income  of  any  corporation  for 
any  taxable  year  beginning  after  1989  shall 
be  increased  by  75  percent  of  the  excess  (if 
any)  of— 

"(A)  the  adjusted  current  earnings  of  the 
corporation,  over 

"(B)  the  alternative  minimum  taxable 
income  (determined  without  regard  to  this 
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subsection  and  the  alternative  tax  net  oper- 
ating loss  deduction). 

"(21  Allowance  of  negative  adjustments.— 

"(A)  In  general.— The  alternative  mini- 
mum taxable  income  for  any  corporation  of 
any  taxable  year  beginning  after  1989,  shall 
6c  reduced  by  75  percent  of  the  excess  (if 
any)  of— 

"(i)  the  amount  referred  to  in  subpara- 
graph (B)  of  paragraph  (It,  over 

"(iiJ  the  amount  referred  to  in  sitbpara- 
graph  (A)  of  paragraph  (1). 

"(B)  LfMiTATiON.—The  reduction  under 
subparagraph  (A)  for  any  taxable  year  shall 
not  exceed  the  excess  (if  any)  of— 

"(i)  the  aggregate  increases  in  alternative 
minimum  taxable  income  under  paragraph 
(1)  for  prior  taxable  years,  over 

"(ii)  the  aggregate  reductions  under  sub- 
paragraph (A)  of  this  paragraph  for  prior 
taxable  years. 

"(3)  Adjusted  current  earnings.— For  pur- 
poses of  this  subsection,  the  term  'adjusted 
current  earnings'  means  the  alternative 
minimum  taxable  income  for  the  taxable 
year— 

"(A)  determined  with  the  adjustments  pro- 
vided in  paragraph  (4),  and 

"(B)  determined  without  regard  to  this 
subsection  and  the  alternative  tax  net  oper- 
ating loss  deductioTL 

"(4)  Adjustments.— In  determining  adjust- 
ed current  earnings,  the  following  adjust- 
ments shall  apply: 

"(A)  DEPRECIATtON.— 

"(i)  Property  placed  in  service  after 
1919.— The  depreciation  deduction  with  re- 
spect to  any  property  placed  in  service  in  a 
taxable  year  beginning  after  1989  shall  be 
determined  under  whichever  of  the  following 
methods  yields  deductions  with  a  smaller 
present  value: 

"(I)  The  alternative  system  of  section 
168(g).  or 

"(II)  The  method  used  for  book  purposes. 

"(ii)  Property  to  which  new  acrs  system 
APPUES.—In  the  case  of  any  property  to 
which  the  amendments  made  by  section  201 
of  the  Tax  Reform  Act  of  1986  apply  and 
which  is  placed  in  service  in  a  taxable  year 
beginning  l>efore  1990.  the  depreciation  de- 
duction shall  be  determined— 

"(I)  by  taking  into  account  the  adjusted 
basis  of  such  property  (as  determined  for 
purposes  of  computing  alternative  mini- 
mum taxable  income)  as  of  the  close  of  the 
last  taxable  year  beginning  before  Janu- 
ary 1,  1990.  and 

"(II)  by  using  the  straight-line  method 
over  the  remainder  of  the  recovery  period 
applicable  to  such  property  under  the  alter- 
native system  of  section  168(g). 

"(Hi)  Property  to  which  original  acrs 
system  APPUES.—In  the  case  of  any  property 
to  which  section  168  (as  in  effect  on  the  day 
t>efore  the  date  of  the  enactment  of  the  Tax 
Reform  Act  of  1986  and  without  regard  to 
subsection  (d)(l)(A)(ii)  thereof)  applies,  the 
depreciation  deduction  shall  be  deter- 
mined— 

"(I)  6y  taking  into  account  the  adjusted 
basis  of  such  property  (as  determined  for 
purposes  of  computing  the  regular  tax)  as  of 
the  close  of  the  last  taxable  year  beginning 
before  January  1,  1990,  and 

"(II)  by  using  the  straight  line  method 
over  the  remainder  of  the  recovery  period 
which  would  apply  to  such  property  under 
the  alternative  system  of  section  168(g). 

"(iv)  Property  placed  in  service  before 
1911.— In  the  case  of  any  property  not  de- 
scribed in  clause  (i),  (ii),  or  (Hi),  the  amount 
allowable  as  depreciation  or  amortization 
with  respect  to  such  property  shall  be  deter- 


mined in  the  same  manner  as  for  purposes 
of  computing  taxable  income. 

"(v)  Slower  method  used  if  used  for  book 
PURPOSES.— In  the  case  of  any  property  to 
which  clause  (ii),  (Hi),  or  (iv)  applies,  if  the 
depreciation  method  used  for  twok  purposes 
yields  deductions  for  taxable  years  begin- 
ning after  1989  vnth  a  smaller  present  value 
than  the  method  which  would  otherwise  be 
used  under  such  clause,  the  method  used  for 
book  purposes  shall  be  used  in  lieu  of  the 
method  which  would  otherwise  be  used 
under  such  clause. 

"(B)  Inclusion  of  items  included  for  pur- 
poses OF  COMPUTING  EARNINGS  AND  PROFITS.— 

"(i)  In  general.— In  the  case  of  any 
amount  which  is  excluded  from  gross 
■income  for  purposes  of  computing  alterna- 
tive minimum  taxable  income  but  is  taken 
into  account  in  determining  the  amount  of 
earnings  and  profits— 

"(I)  such  amount  shall  be  included  in 
income  in  the  same  manner  as  if  such 
amount  were  includible  in  gross  income  for 
purposes  of  computing  alternative  mini- 
mum taxable  income,  and 

"(II)  the  amount  of  such  income  shall  be 
reduced  by  any  deduction  which  would  have 
been  allowable  in  com.puting  alternative 
minimum  taxable  income  if  such  amount 
were  includible  in  gross  income. 

"(ii)  Inclusion  of  buildup  in  ufe  insur- 
ance CONTRACTS.— In  the  case  of  any  life  in- 
surance contract— 

"(I)  the  income  on  such  contract  (as  deter- 
mined under  section  7702(g))  for  any  tax- 
able year  shall  be  treated  as  includible  in 
gross  income  for  stich  year,  and 

"(II)  there  shall  be  allowed  as  a  deduction 
that  portion  of  any  premium  which  is  at- 
tributable to  insurance  coverage. 

"(Hi)  Inclusion  of  income  on  annuity  con- 
TRACT.— In  the  case  of  any  annuity  contract, 
the  income  on  such  contract  (as  determined 
under  section  72(u)(2))  shall  be  treated  as 
includible  in  gross  income  for  such  year 

"(C)  Disallowance  of  items  not  deducti- 
ble IN  COMPUTING  EARNINGS  AND  PROFITS.— 

"(i)  In  general.— a  deduction  shall  not  be 
allowed  for  any  item  if  such  item  would  not 
be  deductible  for  any  taxable  year  for  pur- 
poses of  computing  earnings  and  profits. 

"(ii)  Special  rule  for  ioo-percent  divi- 
dends.—Clause  (i)  shall  not  apply  to  any  de- 
duction allowable  under  section  243  or  245 
for  a  100-percent  dividend— 

"(I)  if  the  corporation  receiving  such  divi- 
dend and  the  corporation  paying  such  divi- 
dend could  not  be  members  of  the  same  af- 
filiated group  under  section  1504  by  reason 
of  section  1504(b), 

"(II)  but  only  to  the  extent  such  dividend 
is  attributable  to  income  of  the  paying  cor- 
poration which  is  subject  to  tax  under  this 
chapter  (determined  after  the  application  of 
sections  936  and  921). 

For  purposes  of  the  preceding  sentence,  the 
term  '100  percent  dividend'  means  any  divi- 
dend if  the  percentage  used  for  purposes  of 
determining  the  amount  allowable  as  a  de- 
duction under  section  243  or  245  with  re- 
spect to  such  dividend  is  100  percent 

"(Hi)  Special  rule  for  dividends  from  sec- 
tion 93f  COMPANIES.— In  the  case  of  any  divi- 
dend received  from  a  corporation  eligible  for 
the  credit  provided  by  section  936,  rules 
similar  to  the  rules  of  sutiparagraph  (F)  of 
subsection  (f)(1)  shall  apply,  except  that  '75 
percent'  shall  be  substituted  for  '50  percent' 
in  clause  (ii)(I)  thereof. 

"(D)  Certain  other  earnings  and  profits 

ADJUSTMENTS.— 

"(i)  In  GENERAL.— The  adjustments  provid- 
ed in  section  312(n)  shaU  apply;  except 
that- 


"(I)  paragraphs  (It.  (2).  and  (31  shall 
apply  only  to  amounts  paid  or  incurred  in 
taxable  years  beginning  after  December  31. 
1989. 

"(II)  paragraph  (4)  shall  apply  only  to  tax- 
able years  beginning  after  December  31, 
1989, 

"(Hit  paragraph  (St  shall  apply  only  to  in- 
stallment sales  in  taxable  years  t>eginning 
after  December  31,  1989. 

"(IVt  paragraph  (6)  shall  apply  only  to 
contracts  entered  into  on  or  after  March  1, 
1986.  and 

"(V)  paragraphs  (7t  and  (8)  shaU  not 
apply. 

"(ii)  Special  rule  for  intangible  drilung 

COSTS  AND  mineral  EXPLORATION  AND  DEVELOP- 
MENT COSTS.— If— 

"(I)  the  present  value  of  the  deductions 
provided  under  subparagraph  (Atdit  or 
(BKiit  of  section  312(nt(2t  with  respect  to 
amounts  paid  or  incurred  in  taxable  years 
beginning  after  December  31,  1989.  exceeds 

"(lit  the  present  value  of  the  deductions 
for  such  amounts  under  the  method  used  for 
l)ook  purposes, 

such  amounts  shall  be  deductible  under  the 
method  used  for  book  purposes  in  lieu  of 
that  provided  in  such  subparagraph. 

"(Et  Disallowance  of  loss  on  exchange  of 
DEBT  POOLS.— No  loss  shall  be  recognised  on 
the  exchange  of  any  pool  of  debt  obligatioris 
for  another  pool  of  debt  obligations  having 
substantially  the  same  effective  interest 
rates  and  maturities. 

"(Ft  Acquisition  expenses  of  ufe  insur- 
ance COMPANIES.— Acquisition  expenses  of  life 
insurance  companies  shall  be  capitalized 
and  amortized  in  accordance  with  the  treat- 
ment generally  required  under  generally  ac- 
cepted accounting  principles  as  if  this  sub- 
paragraph applied  to  all  taxable  years. 

"(Gt  Depletion.— The  allowances  for  de- 
pletion with  respect  to  any  property  placed 
in  service  in  a  taxable  year  beginning  after 
1989,  shall  be  determined  under  whichever 
of  the  following  methods  yields  deductions 
with  a  smaller  present  value: 

"(it  cost  depletion  determined  under  sec- 
tion 611.  or 

"(Ht  the  method  used  for  book  purposes. 

"(Ht    Treatment   of   certain   ownership 

CHANGES.— If— 

"(it  there  is  an  ownership  change  (within 
the  meaning  of  section  382t  after  the  date  of 
the  enactment  of  the  Tax  Reform  Act  of  1986 
with  respect  to  any  corporation,  and 

"tiitdt  the  aggregate  adjusted  bases  of  the 
assets  of  such  corporation  (immediately 
after  the  change),  exceed 

"(lit  the  value  of  the  stock  of  such  corpo- 
ration (as  determined  for  purposes  of  sec- 
tion 382t.  properly  adjusted  for  liabilities 
and  other  relevant  items, 
then  the  adjusted  basis  of  each  asset  of  such 
corporation  (as  of  such  timet  shall  be  its 
proportionate  share  (determined  on  the 
tmsis  of  respective  fair  market  valuest  of  the 
amount  referred  to  in  clause  (iitdl). 

"(St  Other  definitions.— For  purposes  of 
paragraph  (4t— 

"(At  Book  purposes.— The  term  "book  pur- 
poses' means  the  treatment  for  purposes  of 
preparing  the  applicable  financial  state- 
ment referred  to  in  subsection  (ft. 

"(Bt  Earnings  and  PROFrrs.—The  term 
'earnings  ar^  profits'  means  earnings  oruf 
profits  computed  for  purposes  of  subchapter 
C 

"(Ct  Present  value.— Present  value  shall 
be  determined  as  of  the  time  the  property  U 
placed  in  service  (or,  if  later,  as  of  the  begin- 
ning of  the  first  taxable  year  beginning  after 
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1989/  and  under  regxilations  prescribed  by 
the  Secretary. 

"(DJ  Treatment  of  alternative  minimum 
TAXABLE  INCOME.— The  treatment  of  any  item 
for  purposes  of  computing  alternative  mini- 
mum tasable  income  shall  be  determined 
without  regard  to  this  subsection. 

"(61  Exception  for  certain  corpora- 
tions.—This  subsection  shall  not  apply  to 
any  S  corporation,  regulated  investment 
company,  real  estate  investment  trust,  or 
REMIC. 

-SEC.  57.  ITEMS  OF  TAX  PREFERENCE. 

"(a)  General  Rule.— For  purposes  of  this 
part,  the  items  of  tax  preference  determined 
under  this  section  are— 

"(1)  Depletion.— With  respect  to  each 
property  fas  defined  in  section  614),  the 
excess  of  the  deduction  for  depletion  allow- 
able under  section  611  for  the  taxable  year 
over  the  adjusted  basis  of  the  property  at  the 
end  of  the  taxable  year  /determined  without 
regard  to  the  depletion  deduction  for  the 
taxable  year  J. 

"(2)  Intangible  drilung  costs.— 

"(A)  In  general.- With  respect  to  all  oil, 
gas.  and  geothermal  properties  of  the  tax- 
payer, the  amount  (if  any)  by  which  the 
amount  of  the  excess  intangible  drilling 
costs  arising  in  the  taxable  year  is  greater 
than  65  percent  of  the  net  income  of  the  tax- 
payer from  oiL  gas,  and  geothermal  proper- 
ties for  the  taxable  year. 

"(B)  Excess  intangible  drilling  costs.— 
For  purposes  of  subparagraph  (A),  the 
amount  of  the  excess  intangible  drilling 
costs  arising  in  the  taxable  year  is  the  excess 
of- 

"(i)  the  intangible  drilling  and  develop- 
ment costs  paid  or  incurred  in  connection 
vnth  oil.  gas.  and  geothermal  wells  /other 
than  costs  incurred  in  drilling  a  nonproduc- 
tive well)  allowable  under  section  263(c)  or 
291(b)  for  the  taxable  year,  over 

"(ii)  the  amount  which  would  have  been 
allowable  for  the  taxable  year  if  such  costs 
had  been  capitalized  and  straight  line  recov- 
ery of  intangibles  (as  defined  in  subsection 
(b))  had  been  used  with  respect  to  such  costs. 

"(C)  Net  income  from  oil.  gas,  and  geo- 
thermal properties.— For  purposes  of  sub- 
paragraph (A),  the  amount  of  the  net  income 
of  the  taxpayer  from  oil,  gas,  and  geother- 
mal properties  for  the  taxable  year  is  the 
excess  of— 

"(i)  the  aggregate  amount  of  gross  income 
(within  the  meaning  of  section  613/a))  from 
all  oil,  gas,  and  geothermal  properties  of  the 
taxpayer  received  or  accrued  by  the  taxpay- 
er during  the  taxable  year,  over 

"(ii)  the  amount  of  any  deductions  alloca- 
ble to  such  properties  reduced  by  the  excess 
described  in  subparagraph  (B)  for  such  tax- 
able year. 

"(D)  Paragraph  appued  separately  with 

RESPECT  TO  geothermal  PROPERTIES  AND   OIL 

and  gas  PROPERTIES.— This  paragraph  shall 
be  applied  separately  with  respect  to— 

"(i)  all  oil  and  gas  properties  which  are 
not  described  in  clause  (ii),  and 

"(ii)  all  properties  which  are  geothermal 
deposits  (as  defined  in  section  613(e)(3)). 

"(3)  Incentive  stock  options.— 

"(A)  In  OENERAU-With  respect  to  the 
transfer  of  a  share  of  stock  pursuant  to  the 
exercise  of  an  incentive  stock  option  (as  de- 
fined in  section  422A),  the  amount  by  which 
the  fair  market  valxie  of  the  share  at  the 
time  of  exercise  exceeds  the  option  price.  For 
purposes  of  this  paragraph,  the  fair  market 
value  of  a  share  of  stock  shaU  be  deUrmined 
without  regard  to  any  restriction  other  than 
a  restriction  which,  by  its  terms,  will  never 
lapse. 
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"(B)  Basis  adjustment.— In  determining 
the  amount  of  gain  or  loss  recognized  for 
purposes  of  this  part  on  any  disposition  of  a 
share  of  stock  acquired  pursuant  to  an  exer- 
cise (in  a  taxable  year  beginning  after  De- 
cember 31,  1986)  of  an  incentive  stock 
option,  the  basis  of  such  stock  shall  be  in- 
creased by  the  amount  of  the  excess  referred 
to  in  subparagraph  (A). 

"(4)  Reserves  for  losses  on  bad  debts  of 
financial  iNSTiTVTioNs.—In  the  case  of  a  fi- 
nancial institution  to  which  section  585  or 
593  applies,  the  amount  by  which  the  deduc- 
tion allowable  for  the  taxable  year  for  a  rea- 
sonable addition  to  a  reserve  for  bad  debts 
exceeds  the  amount  that  would  have  been  al- 
lowable had  the  institution  maintained  its 
bad  debt  reserve  for  all  taxable  years  on  the 
basis  of  actual  experience. 

"(5)  Tax-exempt  INTEREST.— 

"(A)  In  general.— Interest  on  specified  pri- 
vate activity  bonds  reduced  by  any  deduc- 
tion (not  allowable  in  computing  the  regular 
tax)  which  would  have  been  allowable  if 
such  interest  were  includible  in  gross 
income. 

"(B)  Treatment  of  exempt-interest  divi- 
dends.—Under  regulations  prescribed  by  the 
Secretary,  any  exempt-interest  dividend  /as 
defined  in  section  852/b)/5)/A))  shall  be 
treated  as  interest  on  a  specified  private  ac- 
tivity bond  to  the  extent  of  its  proportionate 
share  of  the  interest  on  such  bonds  received 
by  the  company  paying  such  dividend. 

"/O  Specified  private  activity  bonds.— 

"/i)  In  general.— For  purposes  of  this  part, 
the  term  'specified  private  activity  bonds' 
means  any  private  activity  bond  /as  defined 
in  section  141)  issued  of ter  August  7,  1986. 

"/ii)  Exception  for  qualified  souciai 
BONDS.— For  purposes  of  clause  /i),  the  term 
'private  activity  bond'  shall  not  include  any 
qualified  501/0/3)  bond  /as  defined  in  sec- 
tion 145). 

"/Hi)  Exception  for  REFUNOINGS.—For  pur- 
poses of  clause  /i).  the  term  'private  activity 
bond'  shall  not  include  any  refunding  bond 
if  the  refunded  bond  /or  in  the  case  of  a 
series  of  refundings.  the  original  bond)  was 
issued  before  August  8,  1986. 

"/iv)  Certain  bonds  issued  before  Septem- 
ber I.  isse.—For  purposes  of  this  subpara- 
graph, a  bond  issued  before  September  1, 
1986.  shall  be  treated  as  issued  before  August 
8.  1986.  unless  such  bond  would  be  a  private 
activity  t)ond  if— 

"/I)  paragraphs  /I)  and  /2)  of  section 
141/b)  were  applied  by  substituting  '25  per- 
cent'for  '10  percent'  each  place  it  appears. 

"/ID  paragraphs  /3).  /4).  and  /S)  of  section 
141/b)  did  not  apply,  and 

"/III)  subparagraph  /B)  of  section 
141/c)/l)  did  not  apply. 

"/6)  Appreciated  property  charitable  de- 
duction.— 

"/A)  In  aENERAL.—The  amount  by  which 
the  deduction  allowable  under  section  170 
would  be  reduced  if  all  capital  gain  property 
u>ere  taken  into  account  at  its  adjusted 
basis. 

"/B)  Capital  gain  property.— For  purposes 
of  subparagraph  /A),  the  term  'capital  gain 
property'  has  the  meaning  given  to  such 
term  by  section  170/b)/l)(C)(iv).  Such  term 
shall  not  include  any  property  to  which  an 
election  under  section  170(b)(l)(C)(iii)  ap- 
plies. 

"(7)  Accelerated  depreciation  or  amorti- 
zation ON  CERTAIN  property  PLACED  IN  SERV- 
ICE BEFORE  JANUARY  I,  1987.— The  amounts 
which  would  be  treated  as  items  of  tax  pref- 
erence with  respect  to  the  taxpayer  under 
paragraphs  (2),  (3),  (4),  and  (12)  of  this  sub- 
section (as  in  effect  on  the  day  before  the 


date  of  the  enactment  of  the  Tax  Reform  Act 
of  1986).  The  preceding  sentence  shall  not 
apply  to  any  property  to  which  section 
56(a)(1)  or  (5)  applies. 

"(b)  Straight  Line  Recovery  of  Intangi- 
bles Defined.— For  purposes  of  paragraph 
(2)  of  subsection  (a)— 

"(1)  In  general.— The  term  'straight  line 
recovery  of  intangibles',  when  used  with  re- 
spect to  intangible  drilling  and  development 
costs  for  any  well,  means  (except  in  the  case 
of  an  election  under  paragraph  (2))  ratable 
amortization  of  such  costs  over  the  120- 
month  period  beginning  with  the  month  in 
which  production  from  such  well  begins. 

"(2)  Election— If  the  taxpayer  elects  with 
respect  to  the  intangible  drilling  and  devel- 
opment costs  for  any  well  the  term  'straight 
line  recovery  of  intangibles'  means  any 
method  which  would  be  permitted  for  pur- 
poses of  determining  cost  depletion  with  re- 
spect to  such  well  and  which  is  selected  by 
the  taxpayer  for  purposes  of  subsection 
(a)(2). 

■SEC  5A  DE.VIAL  OF  CERTAIN  LOSSES. 

"(a)  Denial  of  Farm  Loss.— 

"(1)  In  GENERAL.— For  purposes  of  comput- 
ing the  amount  of  the  alternative  minimum 
taxable  income  for  any  taxable  year  of  a  tax- 
payer other  than  a  corporation— 

"/A)  Disallowance  of  farm  loss.— No  loss 
of  the  taxpayer  for  such  taxable  year  from 
any  tax  shelter  farm  activity  shall  be  al- 
lowed. 

"/B)  Deduction  in  succeeding  taxable 
year.— Any  loss  from  a  tax  shelter  farm  ac- 
tivity disallowed  under  subparagraph  /A) 
shall  be  treated  as  a  deduction  allocable  to 
such  activity  in  the  1st  succeeding  taxable 
year. 

"(2)  Tax  shelter  farm  activity.— For  pur- 
poses of  this  subsection,  the  term  'tax  shelter 
farm  activity'  means— 

"(A)  any  farming  syndicate  as  defined  in 
section  464/ c)  /as  modified  by  section 
461/i)/4)/A)).  and 

"/B)  any  other  activity  consisting  of  farm- 
ing which  is  a  passive  activity  /within  the 
meaning  of  section  469/d),  without  regard  to 
paragraph  /1)/B)  thereof). 

"/3)  Application  to  personal  service  cor- 
porations.—For  purposes  of  paragraph  (1),  a 
personal  service  corporation  /within  the 
meaning  of  section  469/g)/l)/C))  shall  be 
treated  as  a  taxpayer  other  than  a  corpora- 
tion. 

"/b)  Disallowance  of  Passive  Activity 
Loss.— In  computing  the  alternative  mini- 
mum taxable  income  of  the  taxpayer  for  any 
taxable  year,  section  469  shall  apply,  except 
that  in  applying  section  469— 

"(1)  the  adjustments  of  section  56  shall 
apply, 

"(2)  any  deduction  to  the  extent  such  de- 
duction is  an  item  of  tax  preference  under 
section  S7(a)  shall  not  be  taken  into  ac- 
count, and 

"(3)  the  provisions  of  section  469(1)  (relat- 
ing to  phase-in  of  disallowance)  shall  not 
apply. 

"(c)  Special  Rules.— For  purposes  of  this 
section— 

"(1)  Special  rule  for  insolvent  taxpay- 
ers.— 

"(A)  In  general.— The  amount  of  losses  to 
which  subsection  (a)  or  (b)  applies  shall  be 
reduced  by  the  amount  (if  any)  by  which  the 
taxpayer  is  insolrtent  as  of  the  close  of  the 
taxable  year. 

"(B)  Insolvent.— For  purposes  of  this 
paragraph,  the  term  'insolvent'  means  the 
excess  of  liabilities  over  the  fair  market 
value  of  assets. 
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"(2)  Loss  ALLOWED  FOR  YEAR  OF  DISPOSITION 

OF  FARM  SHELTER  ACTIVITY.— If  the  taxpayer 
disposes  of  his  entire  interest  in  any  tax 
shelter  farm  activity  during  any  taxable 
year,  the  amount  of  the  loss  attributable  to 
such  activity  (determined  after  carryovers 
under  subsection  (a)(1)(B))  shall  (to  the 
extent  otherwise  allowable)  be  allowed  for 
such  taxable  year  in  computing  alternative 
minimum  taxable  income  and  not  treated  as 
a  loss  from  a  tax  shelter  farm  activity. 

"SEC.  59.  OTHER  DEFINITIONS  AND  SPECIAL  RULES. 

"(a)  Alternative  Minimum  Tax  Foreign 
Tax  Credit.— For  purposes  of  this  part— 

"(1)  In  general.— The  alternative  mini- 
mum tax  foreign  tax  credit  for  any  taxable 
year  shall  be  the  credit  which  loould  be  de- 
termined under  section  27(a)  for  such  tax- 
able year  if— 

"(A)  the  amount  determined  under  section 
55(b)(1)(A)  were  the  tax  against  which  such 
credit  was  taken  for  purposes  of  section  904 
for  the  taxable  year  and  all  prior  taxable 
years  beginning  after  December  31,  1986, 

"(B)  section  904  were  applied  on  the  basis 
of  alternative  minimum  taxable  income  in- 
stead of  taxable  income,  and 

"(C)  for  purposes  of  section  904,  any  in- 
crease in  alternative  minimum  taxable 
income  by  reason  of  section  56(c)(1)(A)  (re- 
lating to  adjustment  for  book  income)  shall 
have  the  same  proportionate  source  (and 
character)  as  alternative  minimum  taxable 
income  determined  without  regard  to  such 
increase. 

"(2)  Limitation  to  so  percent  of  tax.— 

"(A)  In  general.— The  alternative  mini- 
mum tax  foreign  tax  credit  for  any  taxable 
year  shall  not  exceed  the  excess  (if  any)  of— 

"(i)  the  amount  determined  under  section 
55(b)(1)(A)  for  the  taxable  year,  over 

"(ii)  10  percent  of  the  amount  which 
would  be  determined  under  section 
55(b)(1)(A)  without  regard  to  the  alternative 
tax  net  operating  loss  deduction. 

"(B)  Carryback  and  carryforward.— If 
the  alternative  minimum  tax  foreign  tax 
credit  exceeds  the  amount  determined  under 
subparagraph  (A),  such  excess  shall,  for  pur- 
poses of  this  part,  be  treated  as  an  amount 
to  which  section  904(c)  applies. 

"(b)  Minimum  Tax  Not  To  Apply  to  Income 
Eligible  for  Section  936  Credit.— In  the 
case  of  any  corporation  for  which  a  credit  is 
allowable  for  the  taxable  year  under  section 
936,  alternative  minimum  taxable  income 
shall  not  include  any  amount  with  respect 
to  which  the  reguirements  of  subparagraph 
(A)  or  (B)  of  section  936(a)(1)  are  met 

"(c)  Treatment  of  Estates  and  Trusts.— 
In  the  case  of  any  estate  or  trust,  the  alter- 
native minimum  taxable  income  of  such 
estate  or  trust  and  any  beneficiary  thereof 
shall  be  determined  by  applying  part  I  of 
subchapter  J  loith  the  adjustments  provided 
in  this  part 

"(d)  Apportionment  of  Differently  Treat- 
ed Items  in  Case  of  Certain  Entities.— 

"(1)  In  QENERAL.—The  differently  treated 
items  for  the  taxable  year  shall  be  appor- 
tioned (in  accordance  with  regulations  pre- 
scribed by  the  Secretary)— 
"(A)  Regulated  investment  companies  and 

REAL  ESTATE  INVESTMENT  TRUSTS.— In  the  CaSe 

of  a  regulated  investment  company  to  which 
part  I  of  subchapter  M  applies  or  a  real 
estate  investment  company  to  which  part  II 
of  subchapter  M  applies,  between  such  com- 
pany or  trust  and  shareholders  and  holders 
of  beneficial  interest  in  such  company  or 
trust 

"(B)  Common  trust  funds.— In  the  case  of 
a  common  trust  fund  (as  defined  in  section 
584(a)),  pro  rata  among  the  participants  of 
such  fund. 


"(2)  Differently  treated  items.— For  pur- 
poses of  this  section,  the  term  'differently 
treated  item'  means  any  item  of  tax  prefer- 
ence or  any  other  item  which  is  treated  dif- 
ferently for  purposes  of  this  part  than  for 
purposes  of  computing  the  regular  tax. 

"(e)  Optional  10-Year  Writeoff  of  Cer- 
tain Tax  Preferences.— 

"(1)  In  general.— For  purposes  of  this  title, 
any  qualified  expenditure  to  which  an  elec- 
tion under  this  paragraph  applies  shall  be 
allowed  as  a  deduction  ratably  over  the  10- 
year  period  (3-year  period  in  the  case  of  cir- 
culation expenditures  described  in  section 
173)  beginning  with  the  taxable  year  in 
which  such  expenditure  was  made. 

"(2)  Qualified  expenditure.— For  purposes 
of  this  subsection,  the  term  'qualified  ex- 
penditure' means  any  amount  which,  but  for 
an  election  under  this  subsection,  would 
have  been  allowable  as  a  deduction  for  the 
taxable  year  in  which  paid  or  incurred 
under— 

"(A)  section  173  (relating  to  circulation 
expenditures), 

"(B)  section  174(a)  (relating  to  research 
and  experimental  expenditures), 

"(C)  section  263(c)  (relating  to  intangible 
drilling  and  development  expenditures), 

"(D)  section  616(a)  (relating  to  develop- 
ment expenditures),  or 

"(E)  section  617(a)  (relating  to  mining  ex- 
ploration expenditures). 

"(3)  Other  sections  not  appucable.— 
Except  as  provided  in  this  subsection,  no  de- 
duction shall  be  allowed  under  any  other 
section  for  any  qualified  expenditure  to 
which  on  election  under  this  subsection  ap- 
plies. 
"(4)  Election.— 

"(A)  In  general.— An  election  may  be 
made  under  paragraph  (1)  with  respect  to 
any  portion  of  any  qualified  expenditure. 

"(B)  Revocable  only  with  consent.— Any 
election  under  this  subsection  may  be  re- 
voked only  with  the  consent  of  the  Secretary. 
"(C)  Partners  and  shareholders  of  s  cor- 
poiiATioNS.-In  the  case  of  a  partnership, 
any  election  under  paragraph  (1)  shall  be 
made  separately  by  each  partner  with  re- 
spect to  the  partner's  allocable  share  of  any 
qualified  expenditure.  A  similar  rule  shall 
apply  in  the  case  of  an  S  corporation  and  its 
shareholders. 
"(5)  DisposmoNS.— 

"(A)  Appucation  of  section  ns4.—In  the 
case  of  any  disposition  of  property  to  which 
section  1254  applies  (determined  without 
regard  to  this  section),  any  deduction  under 
paragraph  (1)  with  respect  to  amounts 
which  are  allocable  to  such  property  shall 
for  purposes  of  section  1254,  be  treated  as  a 
deduction  allowable  under  section  263(c), 
616(a),  or  617(a),  whichever  is  appropriate. 

"(B)  Appucation  of  section  sntdi.—In  the 
case  of  any  disposition  of  mining  property 
to  which  section  617(d)  applies  (determined 
without  regard  to  this  subsection),  any  de- 
duction under  paragraph  (1)  with  respect  to 
amounts  which  are  allocable  to  such  proper- 
ty shall,  for  purposes  of  section  617(d),  be 
treated  as  a  deduction  allowable  under  sec- 
tion 61 7(a). 

"(6)  Amounts  to  which  election  apply  not 
treated  as  tax  preference.— Any  portion  of 
any  qualified  expenditure  to  which  an  elec- 
tion under  paragraph  (1)  applies  shall  not 
be  treated  as  an  item  of  tax  preference  under 
section  57(a)  and  section  56  shall  not  apply 
to  such  expenditure. 

"(f)  Coordination  With  Section  291.— 
Except  as  otherwise  provided  in  this  part 
section  291  (relating  to  cutback  of  corporate 
preferences)  shall  apply  before  the  apjdica- 
tion  of  this  part 


"(g)  Tax  Benefit  Rule.— The  Secretary 
may  prescribe  regulations  under  which  dif- 
ferently treated  items  shall  be  properly  ad- 
justed where  the  tax  treatment  giving  rise  to 
such  items  will  not  result  in  the  reduction  of 
the  taxpayer's  regular  tax  for  any  taxable 
year. 

"(h)  Coordination  With  Certain  Limita- 
tions.—The  limitations  of  sections  704(d), 
465,  and  1366(d)  (and  such  other  provisions 
as  may  be  specified  in  regulations)  shall  be 
applied  for  purposes  of  computing  the  alter- 
native minimum  taxable  income  of  the  tax- 
payer for  the  taxable  year— 

"(1)  with  the  adjtistments  of  section  56, 
and 

"(2)  by  not  taking  into  account  any  deduc- 
tion to  the  extent  such  deduction  is  an  item 
of  tax  preference  under  section  57(a). 

"(i)  Special  Rule  for  Interest  Treated  as 
Tax  Preference.— For  purposes  of  this  sub- 
title, interest  shall  not  fail  to  6e  treated  as 
wholly  exempt  from  tax  imposed  by  this  title 
solely  by  reason  of  being  included  in  alter- 
native minimum  taxable  income. " 

(b)  Credit  Against  Regular  Tax  for 
Prior  Year  Minimum  Tax  Liability.— Part  IV 
of  subchapter  A  of  chapter  1  (relating  to 
credits  allowable)  is  amended  by  adding  at 
the  end  thereof  the  following  new  subpart 
"Subpart  G— Credit  Against  Regular  Tax  for 

Prior  Year  Minimum  Tax  Liability 
"Sec.  53.  Credit  for  prior  year  minimum  tax 
liability. 

"SEC  S3.  CREDIT  FOR  PRIOR  YEAR  MISIMVM  TAX  U- 
ABILITY. 

"(a)  Allowance  of  Credit.— There  shall  be 
allowed  as  a  credit  against  the  tax  imposed 
by  this  chapter  for  any  taxable  year  an 
amount  equal  to  the  minimum  tax  credit  for 
such  taxable  year. 

"(b)  Minimum  Tax  Credit.— For  purposes  of 
subsection  (a),  the  minimum  tax  credit  for 
any  taxable  year  is  the  excess  (if  any)  of— 

"(1)  the  adjusted  net  minimum  tax  im- 
posed for  all  prior  taxable  years  beginning 
after  1986,  over 

"(2)  the  amount  allowable  as  a  credit 
under  subsection  (a)  for  such  prior  taxable 
years. 

"(c)  Limitation.— The  credit  allowable 
under  subsection  (a)  for  any  taxable  year 
shall  not  exceed  the  excess  (if  any)  of— 

"(1)  the  regular  tax  liability  of  the  taxpay- 
er for  such  taxable  year  reduced  by  the  sum 
of  the  credits  allowable  under  subparts  A,  B. 
D,  E.  and  F  of  this  part  over 

"(2)  the  tentative  minimum  tax  for  the 
taxable  year. 

"(d)  Definitions.- For  purposes  of  this  sec- 
tion— 

"(1)  Net  minimum  tax.— 

"(A)  In  GENERAL.— The  term  'net  minimum 
tax'  means  the  tax  imposed  by  section  55. 

"(B)  Credit  not  allowed  for  exclusion 

PREFERENCES.— 

"(i)  Adjusted  net  minimum  tax.— The  ad- 
justed net  minimum  tax  for  any  taxal>le 
year  is— 

"(I)  the  amount  of  the  net  minimum  tax 
for  such  taxable  year,  reduced  by 

"(II)  the  amount  which  would  t>e  the  net 
minimum  tax  for  such  taxable  year  if  the 
only  adjustments  and  items  of  tax  prefer- 
ence taken  into  account  were  those  specified 
in  clause  (ii). 

"(ii)  Specified  items.— The  following  are 
specified  in  this  clause— 

"(I)  the  adjustments  provided  for  in  sub- 
sections (b)(1)  and  (c)(3)  of  section  56,  and 

"(II)  the  items  of  tax  preference  described 
in  paragraphs  (1),  (5),  and  (6)  of  section 
57(a). 
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In  the  case  of  taxable  years  beginning  after 
1989,  the  adjustments  provided  in  section 
S6lg}  shall  be  treated  as  specified  in  this 
clause  to  the  extent  attributable  to  items 
which  are  excluded  from  gross  income  for 
any  taxable  year  for  purposes  of  the  regular 
tax,  or  are  not  deductible  for  any  taxable 
year  under  the  adjusted  earnings  and  profits 
method  of  section  S6(gJ. 

"(2/  Tentative  minimum  tax.— The  term 
'tentative  minimum  tax'  has  the  meaning 
given  to  such  term  by  section  55  ib). " 

(c)  Credits  Not  Allowable  Against  Mini- 
mum Tax.— 

ID  Personal  credits.— 

lAJ  In  OENERAL.-Subsection  la)  of  section 
26  irelating  to  limitation  based  on  amount 
of  taxi  is  amended  to  read  as  folloics: 

"la)  Limitation  Based  on  Amount  of 
Tax.— The  aggregate  amount  of  credits  al- 
lotoed  by  this  subpart  for  the  taxable  year 
shall  not  exceed  the  excess  lif  any)  of— 

"ID  the  taxpayer's  regular  tax  liability  for 
the  taxable  year,  over 

"12)  the  tentative  minimum  tax  for  the 
taxable  year  Idetermined  without  regard  to 
the  alternative  minimum  tax  foreign  tax 
credit). " 

IB)  Regular  tax  LiABiLirv.-Subsection  lb) 
of  section  26  las  amended  by  title  II)  is 
amended— 

li)  by  striking  out  "this  section"  in  the 
matter  preceding  paragraph  ID  and  insert- 
ing in  lieu  thereof  "this  part". 

Hi)  by  striking  out  "tax  liability  "  in  para- 
graph ID  and  inserting  in  lieu  thereof  "reg- 
ular tax  liability". 

liii)  by  striking  out  subparagraph  lA)  of 
paragraph  12)  and  inserting  in  lieu  thereof 
the  following: 

"lA)  section  55  Irelating  to  minimum 
tax). ", 

liv)  by  striking  out  "and"  at  the  end  of 
paragraph  I2)IH).  by  striking  out  the  period 
at  the  end  of  paragraph  I2/III  and  inserting 
in  lieu  thereof  ".  and",  and  by  adding  at  the 
end  of  paragraph  I2)  the  following  new  sub- 
paragraph: 

"IJJ  sections  8711a)  and  881  Irelating  to 
certain  income  of  nonresident  aliens  and 
foreign  corporations, ",  and 

Iv)  by  striking  out  'Tax  Liability"  in  the 
subsection  heading  and  inserting  in  lieu 
thereof  "Regular  Tax  Liabiuty". 

IC)  Tentative  minimum  tax.— Subsection 
fc)  of  section  26  is  amended  to  read  as  fol- 
lows: 

"lO  Tentative  Minimum  Tax.— For  pur- 
poses of  this  part,  the  term  'tentative  mini- 
mum tax'  means  the  amount  determined 
under  section  5Slb)ll)." 

12)  Credit  for  cunical  testing  expenses.— 
Paragraph  12)  of  section  28ld)  is  amended  to 
read  as  follows: 

"12)  Limitation  based  on  amount  of  tax.— 
The  credit  allowed  by  this  section  for  any 
taxable  year  shall  not  exceed  the  excess  lif 
any)  of— 

"lA)  the  regular  tax  Ireduced  by  the  sum  of 
the  credits  allowable  under  subpart  A  and 
tection  27),  over 

"IB)  the  tentative  minimum  tax  for  the 
taxat^  year. " 

13)  Credit  for  production  of  fuel  from 
NONCONVENTiONAL  SOURCES.— Paragraph  IS) 
of  section  291b)  is  amended  to  read  as  fol- 
lows: 

"IS)  APPUCATION  VfTTH  OTHER  CREDITS.  — The 

credit  allowed  by  subsection  la)  for  any  tax- 
able year  shall  not  exceed  the  excess  lif  any) 
o/— 

"(A)  the  regular  tax  for  the  taxable  year  re- 
duced by  the  sum  of  the  credits  allowable 
under  subpart  A  and  sections  27  and  28, 
over 
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"IB)  the  tentative  minimum  tax  for  the 
taxable  year. " 

14)  General  business  credit.— Subsection 
ic)  of  section  38  Irelating  to  limitation 
based  on  amount  of  tax),  as  amended  by  sec- 
tion 6311a),  is  amended  by  redesignating 
paragraph  13)  as  paragraph  14),  and  by 
striking  out  paragraphs  ID  and  12)  and  in- 
serting in  lieu  thereof  the  following: 

"ID  In  general.— The  credit  allowed  under 
subsection  la)  for  any  taxable  year  shall  not 
exceed  the  lesser  of— 

"lA)  the  allowable  portion  of  the  taxpay- 
er's net  regular  tax  liability  for  the  taxable 
year,  or 

"IB)  the  excess  lif  any)  of  the  taxpayer's 
net  regular  tax  liability  for  the  taxable  year 
over  the  tentative  minimum  tax  for  the  tax- 
able year. 

"12)  Allowable  portion  of  net  regular 
TAX  LIABILITY.— For  purposcs  of  this  subsec- 
tion, the  allowable  portion  of  the  taxpayer's 
net  regular  tax  liability  for  the  taxable  year 
is  the  sum  of— 

"I A)  so  much  of  the  taxpayer's  net  regular 
tax  liability  for  the  taxable  year  as  does  not 
exceed  $25,000.  plus 

"IB)  75  percent  of  so  much  of  the  taxpay- 
er's net  regular  tax  liability  for  the  taxable 
year  as  exceeds  $25,000. 
For  purposes  of  the  preceding  sentence,  the 
term  'net  regular  tax  liability'  means  the 
regular  tax  liability  reduced  by  the  sum  of 
the  credits  allowable  under  subparts  A  and 
B  of  this  part. 

"13)  Regular  investment  tax  credit  may 

offset   25    PERCENT   OF   MINIMUM    TAX.— In    the 

case  of  any  C  corporation,  to  the  extent  the 
credit  under  subsection  la)  is  attributable  to 
the  application  of  the  regular  percentage 
under  section  46.  the  limitation  of  para- 
graph ID  shall  be  the  greater  of— 

"I A)  the  lesser  of— 

"li)  the  allowable  portion  of  the  taxpayer's 
net  regular  tax  liability  for  the  taxable  year, 
or 

"Hi)  the  excess  lif  any)  of  the  taxpayer's 
net  regular  tax  liability  for  the  taxable  year 
over  75  percent  of  the  tentative  minimum 
tax  for  the  taxable  year,  or 

"IB)  25  percent  of  the  taxpayer's  tentative 
minimum  tax  for  the  year.  " 
In  no  event  shall  this  paragraph  permit  the 
allowance  of  a  credit  which  lin  combination 
with  the  alternative  tax  net  operating  loss 
deduction  and  the  alternative  minimum  tax 
foreign  tax  credit)  would  reduce  the  tax  pay- 
able under  section  55  below  an  amount 
equal  to  10  percent  of  the  amount  which 
would  be  determined  under  section  551b) 
unthout  regard  to  the  alternative  tax  net  op- 
erating loss  deduction  and  the  alternative 
minimum  tax  foreign  tax  credit " 

Id)  Estimated  Tax  Provisions  To  Apply  to 
Corporate  Minimum  Tax.— 

ID  Paragraph  ID  of  section  61541c)  is 
amended  to  read  as  follows: 

"ID  The  amount  which  the  corporation  es- 
timates as  the  sum  of— 

"I A)  the  income  tax  imposed  by  section  11 
or  12011a),  or  subchapter  L  of  chapter  1, 
whichever  applies,  and 

"IB)  the  minimum  tax  imposed  by  section 
55,  over". 

12)  Subparagraph  I  A)  of  section  642Slc)ll) 
is  amended  to  read  as  follows: 

"lA)  The  sum  of— 

"li)  the  tax  imposed  by  section  11  or 
12011a).  or  subchapter  L  of  chapter  1,  which- 
ever is  applicable,  plus 

"Hi)  the  tax  imposed  by  section  55,  over". 

13)  Paragraph  ID  of  section  66551  f)  is 
amended  to  read  as  follows: 

"ID  the  sum  of— 


"lA)  the  tax  imposed  by  section  11  or 
12011a),  or  subchapter  L  of  chapter  1,  which- 
ever is  applicable,  plus 

"IB)  the  tax  imposed  by  section  55,  over". 

le)  Technical  Amendments.— 

ID  Application  of  section  jii.— Subsection 
Ic)  of  section  381  is  amended  by  adding  at 
the  end  thereof  the  follounng  new  paragraph: 

"127)  Credit  under  section  si.— The  ac- 
quiring corporation  shall  take  into  account 
Ho  the  extent  proper  to  carry  out  the  pur- 
poses of  this  section  and  section  53,  and 
under  such  regulations  as  may  be  prescribed 
by  the  Secretary)  the  items  required  to  be 
taken  into  account  for  purposes  of  section 
53  in  respect  of  the  distributor  or  transferor 
corporation. " 

12)  Limitation  in  case  of  controlled  cor- 
porations.—Subsection  la)  of  section  1561 
Irelating  io  limitations  on  certain  multiple 
tax  benefits  in  the  case  of  certain  controlled 
corporations)  is  amended— 

I  A)  by  striking  out  "and"  at  the  end  of 
paragraph  ID,  by  striking  out  the  period  at 
the  end  of  paragraph  12)  and  inserting  in 
lieu  thereof  ",  and"  and  by  inserting  after 
paragraph  12/  the  following  new  paragraph: 

"13)  one  $40,000  exemption  amount  for 
purposes  of  computing  the  amount  of  the 
minimum  tax. ", 

IB)  by  striking  out  "amounts  specified  in 

paragraph  ID"  and  inserting  in  lieu  thereof 

"amounts  specified  in  paragraph  ID  land 

the  amount  specified  in  paragraph   13))", 

and 

IC)  by  adding  at  the  end  thereof  the  follow- 
ing new  sentence:  "In  applying  section 
S5ld)l3),  the  alternative  minimum  taxable 
income  of  all  component  members  shall  be 
taken  into  account  and  any  decrease  in  the 
exemption  amount  shall  be  allocated  to  the 
component  members  in  the  same  manner  as 
under  paragraph  13). " 

13)  Treatment  of  short  taxable  years.— 
Subsection  Id)  of  section  443  irelating  to  ad- 
justment in  computing  minimum  tax  for  tax 
preference)  is  amended  to  read  as  follows: 

"Id)  Adjustment  in  Computing  Minimum 
Tax  and  Tax  Preferences.— If  a  return  is 
made  for  a  short  period  by  reason  of  subsec- 
tion la)— 

"ID  the  alternative  minimum  taxable 
income  for  the  short  period  shall  be  placed 
on  an  annual  basis  by  multiplying  such 
amount  by  12  and  dividing  the  result  by  the 
number  of  months  in  the  short  period,  and 

"12)  the  amount  computed  under  para- 
graph ID  of  section  551a)  shall  bear  the 
same  relation  to  the  tax  computed  on  the 
annual  basis  as  the  number  of  months  in  the 
short  period  bears  to  12. " 

14)  Conforming  amendments.— 

.^.lA)  Paragraph  14)  of  section  Sla)  is 
Stnended  to  read  as  follows: 

"(4)  For  altematice  minimum  tax,  tee  leetion 
S5." 

IB)  Paragraph  17)  of  section  12  is  amend- 
ed to  read  as  follows: 

"(7)  For  alternative  minimum  tax,  tee  teetion 
55." 

IC)  Subparagraph  ID)  of  section  48ldtl4) 
is  amended  by  striking  out  "section 
S7lc)ll)IB)"  and  inserting  in  lieu  thereof 
"section  S7lc)IDlB)  las  in  effect  on  the  day 
before  the  date  of  the  enactment  of  the  Tax 
Reform  Act  of  1986)". 

ID)  Section  1731b),  174le)l2),  2631c),  and 
1016la)l24)  las  redesignated  by  section 
634lb)l2l)  are  each  amended  by  striking  out 
"section  58li)"  and  inserting  in  lieu  thereof 
"section  59ld)". 

IE)  Subsection  (b)  of  section  703  Irelating 
to  elections  of  the  partnership),  as  amended 
by  title  V,  is  amended  by  strilcing  out  para- 
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graph (V  and  by  redesignating  paragraphs 
(2)  through  (4)  as  paragraphs  (1)  through 
(31,  respectively. 

(F)  Paragraph  (1)  of  section  882(aJ  (relat- 
ing to  imposition  of  tax  on  income  of  for- 
eign corporations  connected  with  United 
States  business)  is  amended  by  striking  out 
"or  1201(a)"  and  inserting  in  lieu  thereof  ", 
55,  or  1201(a)". 

(G)  So  much  of  section  897(a)(2)  as  pre- 
cedes subparagraph  (B)  thereof  is  amended 
to  read  as  follows: 

"(2)  21 -PERCENT  MINIMUM  TAX  ON  NONRESI- 
DENT ALIEN  INDIVIDUALS.— 

"(A)  In  general.— In  the  case  of  any  non- 
resident alien  individual  the  amount  deter- 
mined under  section  SS(b)(l)(At  shall  not  be 
less  than  21  percent  of  the  lesser  of— 

"(i)  the  individual's  alternative  minimum 
taxable  income  fas  defined  in  section 
5S(b)(2))  for  the  taxable  year,  or 

"(ii)  the  individual's  net  United  States 
real  property  gain  for  the  taxable  year. " 

(H)  Paragraph  (2)  of  section  904(i)  (relat- 
ing to  cross  references)  is  amended  by  strik- 
ing out  "by  an  individual"  and  all  that  fol- 
lows and  inserting  in  lieu  thereof  "against 
the  alternative  minimum  tax,  see  section 
59(a)." 

(I)  Paragraph  (3/  of  section  936fa)  is 
amended  by  striking  out  subparagraph  (A) 
and  by  redesignating  subparagraphs  (Bl, 
(C),  and  (E)  as  subparagraphs  (A).  (B),  and 
(CI.  respectively. 

(J)  Subsection  (a)  of  section  1363  is 
amended  by  striking  out  "and  in  section 
58ld)". 

(K)  Paragraph  (2)  of  section  1366(f)  (relat- 
ing to  reduction  in  pass-thru  for  tax  im- 
posed on  capital  gain)  is  amended  by  strik- 
ing out  "56  or", 
(f)  Effective  Dates.— 
(1)  In  general.— Except  as  otherwise  pro- 
vided in  this  subsection,  the  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31.  1986. 
(21  Adjustment  of  net  operating  loss.— 
(Al  Individuals.— In  the  case  of  a  net  oper- 
ating loss  of  an  individual  for  a  taxable 
year  beginning  after  December  31.  1982,  and 
before  January  1,  1987,  for  purposes  of  deter- 
mining the  amount  of  such  loss  which  may 
be  carried  to  a  taxable  year  beginning  after 
December  31,  1986,  for  purposes  of  the  mini- 
mum tax,  such  loss  shall  be  adjusted  in  the 
manner  provided  in  section  55(dl(2l  of  the 
Internal  Revenue  Code  of  1954  as  in  effect 
on  the  day  before  the  date  of  the  enactment 
of  this  Act 

(Bl  Corporations.— If  the  minimum  tax  of 
a  corporation  was  deferred  under  section 
56(b)  of  the  Internal  Revenue  Code  of  1954 
(as  in  effect  on  the  day  before  the  date  of  the 
enactment  of  this  Act)  for  any  taxable  year 
beginning  before  January  1,  1987,  and  the 
amount  of  such  tax  has  not  been  paid  for 
any  taxable  year  beginning  before  January 
1,  1987,  the  amount  of  the  net  operating  loss 
carryovers  of  such  corporation  which  may 
be  carried  to  taxable  years  beginning  after 
December  31,  1986,  for  purposes  of  the  mini- 
mum tax  shall  be  reduced  by  the  amount  of 
tax  preferences  a  tax  on  which  was  so  de- 
ferred. 

(3)  Installment  sales.— Section  56(a)(6)  of 
the  Internal  Revenue  Code  of  1986  (as 
amended  by  this  section)  shall  not  apply  to 
any  disposition  to  which  the  amendments 
made  by  section  811  of  this  Act  (relating  to 
allocation  of  dealer's  indebtedness  to  install- 
ment obligations)  do  not  apply  by  reason  of 
section  811(c)(2)  of  this  Act 

(41  Exception  for  charitable  contribu- 
tions   before    august     is,     I9S6.— Section 


57(a)(6)  of  the  Internal  Revenue  Code  of 
1986  (as  amended  by  this  section)  shall  not 
apply  to  any  deduction  attributable  to  con- 
tributions made  before  August  16,  1986. 

(5)  Book  income.— 

(A)  In  general.— In  the  case  of  a  corpora- 
tion to  which  this  paragraph  applies,  the 
amount  of  any  increase  for  any  taxable  year 
under  section  S6(c)(l)(A)  of  the  Internal 
Revenue  Code  of  1986  (as  added  by  this  sec- 
tion) shall  be  reduced  (but  not  below  zero) 
by  the  excess  (if  any  I  of— 

(il  50  percent  of  the  excess  of  taxable 
income  for  the  S-taxable  year  period  ending 
with  the  taxable  year  preceding  the  1st  tax- 
able year  to  which  such  section  applies  over 
the  adjusted  net  book  income  for  such 
period,  over 

(ii)  the  aggregate  amounts  taken  into  ac- 
count under  this  paragraph  for  preceding 
taxable  years. 

(B)  Taxpayer  to  whom  paragraph  ap- 
plies.—This  paragraph  applies  to  a  taxpayer 
which  was  incorporated  in  Delaware  on 
May  31.  1912. 

(C)  Terms.— Any  term  used  in  this  para- 
graph which  is  used  in  section  56  of  such 
Code  (as  so  added)  shall  have  the  same 
meaning  as  when  used  in  such  sectiorL 

(6)  Certain  public  utility.— 

(A)  In  the  case  of  investment  tax  credits 
described  in  subparagraph  (B)  or  (CI,  sub- 
section 38(cl(3l(Al(iii  of  the  Internal  Reve- 
nue Code  of  1986  shall  be  applied  by  substi- 
tuting "25  percent"  for  "75  percent",  and 
section  38(cl(3l(BI  of  the  Internal  Revenue 
Code  of  1986  shall  be  applied  by  substituting 
"75  percent" for  "25  percent". 

(Bl  If  on  September  25.  1985,  a  regulated 
electric  utility  owned  an  undivided  interest, 
within  the  range  of  1.111  and  1.149.  in  the 
"maximum  dependable  capacity.  net 
megawatts  electric"  of  an  electric  generating 
unit  located  in  Illinois  or  Mississippi  for 
which  a  binding  written  contract  was  in 
effect  on  December.  31,  1980,  then  any  invest- 
ment tax  credit  with  respect  to  such  unit 
shall  be  described  in  this  subparagraph.  The 
aggregate  amount  of  investment  tax  credits 
with  respect  to  the  unit  in  Mississippi  al- 
lowed solely  by  reason  of  being  described  in 
this  subparagraph  shall  not  exceed 
$141,000,000. 

(Cl  If  on  September  25.  1985,  a  regulated 
electric  utility  owned  an  undivided  interest 
within  the  range  of  1,104  and  1.111,  in  the 
"maxim.um  dependable  capacity,  net 
megawatts  electric"  of  an  electric  generating 
unit  located  in  Louisiana  for  which  a  bind- 
ing written  contract  was  in  effect  on  Decem- 
ber 31,  1980,  then  any  investment  tax  credit 
of  such  electric  utility  sl^all  be  described  in 
this  subparagraph.  The  aggregate  amount  of 
investment  tax  credits  allowed  solely  by 
reason  of  t>eing  described  by  this  subpara- 
graph shall  not  exceed  $20,000,000. 

(71  Agreement  vessel  depreciation  adjust- 
ment.— 

(Al  For  purposes  of  part  VI  of  subchapter 
A  of  chapter  1  of  the  Internal  Revenue  Code 
of  1986,  in  the  case  of  a  qualified  taxpayer, 
alternative  minimum  taxable  income  for  the 
taxable  year  shall  be  reduced  by  an  amount 
equal  to  the  agreement  vessel  depreciation 
adjustment 

(Bl  For  purposes  of  this  paragraph,  the 
agreement  vessel  depreciation  adjustment 
shall  be  an  amount  equal  to  the  depreciation 
deduction  that  would  have  been  allowable 
for  such  year  under  section  167  of  such  Code 
with  respect  to  agreement  vessels  placed  in 
service  before  January  1,  1987,  if  the  basis  of 
such  vessels  had  not  been  reduced  under  sec- 
tion 607  of  the  Merchant  Marine  Act  of  1936, 


as  amended,  and  if  depreciation  tcrith  re- 
spect to  such  vessel  had  been  computed 
using  the  25-year  straight-line  method.  The 
aggregate  amount  by  which  basis  of  a  quali- 
fied taxpayer  is  treated  as  not  reduced  by 
reason  of  this  subparagraph  shall  not  exceed 
$100,000,000. 

(CI  For  purposes  of  this  paragraph,  the 
term  "qualified  taxpayer"  means  a  parent 
corporation  incorporated  in  the  State  of 
Delaware  on  December  1,  1972.  and  engaged 
in  water  transportation,  and  includes  any 
other  corporation  which  is  a  member  of  the 
affiliated  group  of  which  the  parent  corpo- 
ration is  the  common  parent  No  taxpayer 
shall  be  treated  as  a  qualified  corporation 
for  any  taxable  year  beginning  after  Decem- 
ber 31.  1991. 

SEC.  792.  Snvr  OF  BOOK  A.SD  EARM-XCS  AND  PROF- 
ITS ADJVSTMByrS. 

The  Secretary  of  the  Treasury  or  his  dele- 
gate shall  conduct  a  study  of  the  operation 
and  effect  of  the  provisions  of  sections  56(fi 
and  56(gl  of  the  Internal  Revenue  Code  of 
1986. 

TITLE  VIII— ACCOUNTING  PROVISIONS 
Subtitle  A— General  Provisions 

SEC  Ml.  LIMIT ATIOS  OS  ISE  OF  CASH  METHOD  OF 
ACCOIWTISC. 

(al  General  Rule.— Subpart  A  of  part  II  of 
subchapter  E  of  chapter  1  (relating  to  meth- 
ods of  accounting  I  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

"SEC.  did.  LIMITATIOS  OS  ISE  OF  CASH  METHOD  OF 
ACCOl.vriSG. 

"(a)  General  Rule.— Except  as  otherwise 
provided  in  this  section,  in  the  case  of  a— 

"(1)  C  corporation. 

"(21  partnership  which  has  a  C  corpora- 
tion as  a  partner,  or 

"(31  tax  shelter, 
taxable'  income  shall  not  be  computed  under 
the  cash  receipts  and  disbursements  method 
of  accounting. 

"(bl  Exceptions.— 

"(II  Farming  business.— Paragraphs  (II 
and  (21  of  subsection  (al  shall  not  apply  to 
any  farming  business. 

"(21  Qualified  person-kl  service  corpora- 
tions.—Paragraphs  111  and  (21  of  subsection 
(al  shall  not  apply  to  a  qualified  personal 
service  corporation,  and  such  a  corporation 
shall  be  treated  as  an  individual  for  pur- 
poses of  determining  whether  paragraph  (2)  ■ 
of  subsection  (al  applies  to  any  partnership. 

"(31  Entities  with  gross  receipts  of  not 
more  than  ts. 000.000.— Paragraphs  (li  and  (2) 
of  subsection  (al  shall  not  apply  to  any  cor- 
poration or  partnership  for  any  taxable  year 
if,  for  all  prior  taxable  years  beginning  after 
December  31.  1985.  such  entity  (or  any  pred- 
ecessor) met  the  $5,000,000  gross  receipts  test 
of  subsection  (cl. 

■Id  $5,000,000  Gross  Receipts  Test.— For 
purposes  of  this  section— 

"(II  In  general.— a  corporation  or  part- 
nership meets  the  $5,000,000  gross  receipts 
test  of  this  subsection  for  any  prior  taxable 
year  if  the  average  annual  gross  receipts  of 
such  entity  for  the  3- taxable-year  period 
ending  with  such  prior  taxable  year  does  not 
exceed  $5,000,000. 

"(21  Aggregation  rules.— All  persons 
treated  as  a  single  employer  under  subsec- 
tion (al  or  <bl  of  section  52  or  subsection 
(ml  or  (ol  of  section  414  shall  be  treated  as 
one  person  for  purposes  of  paragraph  (II. 

"(31  Special  rules.— For  purposes  of  this 
subsection— 

"(Al  Not  in  existence  for  entire  3-year 
PERIOD.— If  the  entity  was  not  in  existence 
for  the  entire  3year  period  referred  to  in 
paragraph  (II,  such  paragraph  shall  be  ap- 
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plied  on  the  basis  of  the  period  during  which 
such  entity  (or  trade  or  btisinessJ  was  in  ex- 
istence. 

"(B)  Short  taxable  years.— Gross  receipts 
for  any  taxable  year  of  less  than  12  months 
shall  be  annualized  by  multiplying  the  gross 
receipts  for  the  short  period  by  12  and  divid- 
ing the  result  by  the  number  of  months  in 
the  short  period. 

"(C)  Gross  receipts.— Gross  receipts  for 
any  taxable  year  shall  be  reduced  by  returns 
and  allowances  made  during  such  year. 

"(d)  Defin/tions  and  Special  Rules.— For 
purposes  of  this  section— 

"(1)  Farming  business.— 

"(A)  In  general.— The  term  farming  busi- 
ness' means  the  trade  or  business  of  farming 
(within  the  meaning  of  section  263A(e)(4)). 

"(Bl  Timber  and  ornamental  trees.— The 
term  farming  business'  includes  the  raising, 
harvesting,  or  growing  of  trees  to  which  sec- 
tion 263A(c)(5)  applies. 

"(2)  QUAUFIED  personal  SERVICE  CORPORA- 
TION.—The  term  'qualified  personal  service 
corporation'  means  any  corporation— 

"(A)  substantially  all  of  the  activities  of 
which  involve  the  performance  of  services  in 
the  fields  of  health,  law.  engineering,  archi- 
tecture, accounting,  actuarial  science,  per- 
forming arts,  or  consulting,  and 

"(B)  substantially  all  of  the  stock  of  which 
(by  value)  is  held  directly  or  indirectly  by— 

"(i)  employees  performing  services  for 
such  corporation  in  connection  with  the  ac- 
tivities involving  a  field  referred  to  in  sub- 
paragraph (A  I. 

"(ii)  retired  employees  who  had  performed 
such  seirices  for  such  corporation, 

"(Hi)  the  estate  of  any  individual  de- 
scribed in  clause  (i)  or  (ii),  or 

"(IV)  any  other  person  who  acquired  such 
stock  by  reason  of  the  death  of  an  individual 
described  in  clause  (ii  or  (ii)  (but  only  for 
the  2year  period  beginning  on  the  date  of 
the  death  of  such  individual). 

"(31  Tax  shelter  defined.— The  term  'tax 
shelter'  has  the  meaning  given  such  term  by 
section  461(i)(3i  (determined  after  applica- 
tion of  paragraph  (4)  thereof). 

"(41  Special  rules  for  application  of  para- 
graph i2i.—For  purposes  of  paragraph  (2)— 

"(Al  community  property  laws  shall  be  dis- 
regarded. 

"(B)  stock  held  by  a  plan  described  in  sec- 
tion 401(ai  which  is  exempt  from  tax  under 
section  501(a)  shall  be  treated  as  held  by  an 
employee  described  in  paragraph  (2)(B)(i), 
and 

"(CI  at  the  election  of  the  common  parent 
of  an  affiliated  group  (within  the  meaning 
of  section  t504(a)i.  all  members  of  such 
group  may  be  treated  as  1  taxpayer  for  pur- 
poses of  paragraph  (2)(B)  if  substantially  all 
of  the  activities  of  all  such  members  involve 
the  performance  of  services  in  the  same  field 
descril>ed  in  paragraph  (2>(A). 

"(5)  Special  rule  for  services.— In  the 
case  of  any  person  using  an  accrual  method 
of  accounting  with  respect  to  amounts  to  be 
received  for  the  performance  of  services  by 
such  person,  such  person  shall  not  be  re- 
quired to  accrue  any  portion  of  such 
amounts  which  (on  the  basis  of  experience) 
will  not  be  collected.  This  paragraph  shall 
not  apply  to  any  amount  if  interest  is  re- 
quired to  fee  paid  on  such  amount  or  there  is 
any  penalty  for  failure  to  timely  pay  such 
amount 

"(6)  TREATMENT  OF  CERTAIN  TRUSTS  SUBJECT 
TO  TAX  ON  UNRELATED  BUSINESS  INCOME.— For 

purposes  of  this  section,  a  trust  subject  to 
tax  under  section  5 11(b)  shaU  be  treated  as  a 
C  corporation  with  respect  to  its  activities 
constituting  an  unrelated  trade  or  business. 
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"(7)  Coordination  with  section  hi. —In 
the  case  of  any  taxpayer  required  by  this  sec- 
tion to  change  its  method  of  accounting  for 
any  taxable  year— 

"(A)  such  change  shall  be  treated  as  initi- 
ated by  the  taxpayer. 

"(B)  such  change  shall  be  treated  as  made 
with  the  consent  of  the  Secretary,  and 

"(C)  the  period  for  taking  into  account  the 
adjustments  under  section  481  by  reason  of 
such  change— 

"(i)  except  as  provided  in  clause  (ii),  shall 
not  exceed  4  years,  and 

"(ii)  in  the  case  of  a  hospital,  shall  be  10 
years. " 

(b)  Coordination  with  Application  of  Eco- 
nomic Performance  Rules  to  Tax  Shel- 
ters.— 

(1)  In  general.— So  much  of  sec  tic  n  461(i) 
as  precedes  paragraph  (3)  thereof  is  amend- 
ed to  read  as  follows: 

"(i)  Special  Rules  for  Tax  Shelters.— 
"(1)   Recurring   item   exception  not  to 
APPLY.— In  the  case  of  a  tax  shelter,  economic 
performance   shall   be   determined    without 
regard  to  paragraph  (3)  of  subsection  (h). 

"(2)  Special  rule  for  spudding  of  oil  or 
GAS  WELLS.— In  the  case  of  a  tax  shelter,  eco- 
nomic performance  with  respect  to  the  act 
of  drilling  an  oil  or  gas  well  shall  be  treated 
as  having  occurred  within  a  taxable  year  if 
drilling  of  the  well  commences  before  the 
close  of  the  90th  day  after  the  close  of  the 
taxable  year. " 

(2)  Conforming  amendment.— Paragraph 
(4)  of  section  461(i)  is  amended  to  read  as 
follows: 

"(4)  Special  rules  for  farming.— In  the 
case  of  the  trade  or  business  of  farming  (as 
defined  in  section  464(e)).  in  determining 
whether  an  entity  is  a  tax  shelter,  the  defini- 
tion of  farming  syndicate  in  section  464(c) 
shall  be  substituted  for  subparagraphs  (A) 
and  (Bl  of  paragraph  (3).  " 

(c)  Clerical  Amendment.— The  table  of  sec- 
tions for  subpart  A  of  part  II  of  subchapter 
E  of  chapter  1  is  amended  by  adding  at  the 
end  thereof  the  following  new  item: 

'Sec.  448.  Limitation  on  use  of  cash  method 
of  accounting. " 

(d)  Effective  Date.— 

(1)  In  general.— Except  as  provided  in 
paragraph  (2).  the  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31.  1986. 

(2)  Election  to  retain  cash  method  for 
certain  transactions.— a  taxpayer  may  elect 
not  to  have  the  amendments  made  by  this 
section  apply  to  any  loan  or  lease,  or  any 
transaction  with  a  related  party  (within  the 
meaning  of  section  267(b)  of  the  Internal 
Revenue  Code  of  1954.  as  in  effect  before  the 
enactment  of  this  Act),  entered  into  on  or 
before  September  25,  1985.  Any  election 
under  the  preceding  sentence  may  be  made 
separately  with  respect  to  each  transaction. 

(3)  Certain  contracts.— The  Amendments 
made  by  this  section  shall  not  apply  to— 

(A)  contracts  for  the  acquisition  or  trans- 
fer of  real  property,  and 

(B)  contracts  for  services  relaUd  to  the  ac- 
quisition or  development  of  real  property, 
but  only  if  such  contracts  were  entered  into 
before  September  25,  1985.  and  the  sole  ele- 
ment of  the  contract  which  has  not  been  per- 
formed as  of  September  25,  1985,  is  payment 
for  such  property  or  services. 

(4)  Treatment  of  affiuated  group  provid- 
ing ENGINEERING  SERVICES.— Each  member  of 
an  affiliated  group  of  corporations  (within 
the  meaning  of  section  1504(a)  of  the  Inter- 
nal Revenue  Code  of  1986)  shall  be  allowed 
to  use  the  cash  receipts  and  disbursements 


method  of  accounting  for  any  trade  or  busi- 
ness of  provding  engineering  services  with 
respect  to  taxable  years  ending  after  Decem- 
ber 31,  1986,  if  the  common  parent  of  such 
group— 

(A)  was  incorporated  in  the  State  of  Dela- 
ware in  1970. 

(B)  was  the  successor  to  a  corporation 
that  was  incorporated  in  the  State  of  Illi- 
nois in  1949,  and 

(C)  used  the  completed  contract  method  of 
accounting  for  a  substantial  part  of  its 
income  from  the  performance  of  engineering 
services. 

SEC.  m.  SIMPLIFIED  DOLLAR-VALVE  LIFO  METHOD 
FOR  CERTAIN  SMALL  BUSINESSES 

(a)  General  Rule.— Section  474  (relating 
to  election  by  certain  small  businesses  to  use 
one  inventory  pool)  is  amended  to  read  as 
follows: 

■SBC.  474.  SIMPLIFIED  DOLLAR-VALVE  LIFO  METHOD 
FOR  CERTAIS  SMALL  BVSINESSES 

"(a)  General  Rule.— An  eligible  small 
business  may  elect  to  use  the  simplified 
dollar-value  method  of  pricing  inventories 
for  purposes  of  the  LIFO  method. 

'(b)  Simplified  Dollar-Value  Method  of 
Pricing  Inventories.— For  purposes  of  this 
section— 

"(1)  In  general.— The  simplified  dollar- 
value  method  of  pricing  inventories  is  a 
dollar-value  method  of  pricing  inventories 
under  which— 

"(A)  the  taxpayer  maintains  a  separate  in- 
ventory pool  for  items  in  each  major  catego- 
ry in  the  applicable  Government  price 
index,  and 

"(B)  the  adjustment  for  each  such  separate 
pool  is  based  on  the  change  from  the  preced- 
ing taxable  year  in  the  component  of  such 
index  for  the  major  category.       , 

"(2)  Applicable  government  price  index.— 
The  term  applicable  Government  price 
index'  means— 

"(A)  except  as  provided  in  subparagraph 
(B).  the  Producer  Price  Index  published  by 
the  Bureau  of  Labor  Statistics,  or 

"(Bl  in  the  case  of  a   retailer  using  the 

retail   method,    the   Consumer  Price   Index 

published  by  the  Bureau  of  Labor  Statistics. 

"(3)   Major   category.— The   term    'major 

category'  means— 

"(A)  in  the  case  of  the  Producer  Price 
Index,  any  of  the  2-digit  standard  industrial 
classifications  in  the  Producer  Prices  Data 
Report,  or 

"(B)  in  the  case  of  the  Consumer  Price 
Index,  any  of  the  general  expenditure  cate- 
gories in  the  Consumer  Price  Index  Detailed 
Report. 

"(c)  Eligible  Small  Business.— For  pur- 
poses of  this  section,  a  taxpayer  is  an  eligi- 
ble small  business  for  any  taxable  year  if  the 
average  annual  gross  receipts  of  the  taxpay- 
er for  the  3  preceding  taxable  years  do  not 
exceed  $5,000,000.  For  purposes  of  the  pre- 
ceding sentence,  rules  similar  to  the  rules  of 
section  448(c)(3)  shall  apply. 

"(d)  Special  Rules.-'Fot  purposes  of  this 
section— 
"(1)  Controlled  groups.— 
"(A)  In  aENERAL.—In  the  case  of  a  taxpayer 
which  is  a  member  of  a  controlled  group,  all 
persons  which  are  component  members  of 
such  group  shall  be  treated  as  1  taxpayer  for 
purposes  of  determining  the  gross  receipts  of 
the  taxpayer. 

"(B)  Controlled  group  defined.— For  pur- 
poses of  subparagraph  (A),  persons  shall  be 
treated  as  being  component  members  of  a 
controlled  group  if  such  persons  would  be 
treated  as  a  single  employer  under  section 
52. 
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"(Z)  Election.— 

"(A)  In  GENERAL.-The  election  under  this 
section  may  be  made  without  the  consent  of 
the  Secretary. 

"(B)  Period  to  which  election  applies.— 
The  election  under  this  section  shall  apply— 

"(i)  to  the  taxable  year  for  which  it  is 
made,  and 

"(ii)  to  all  subsequent  taxable  years  for 
which  the  taxpayer  is  an  eligible  small  busi- 
ness, 

unlens  the  taxpayer  secures  the  consent  of 
the  Secretary  to  the  revocation  of  such  elec- 
tion. 

"(31  LIFO  METHOD.— The  term  'LIFO 
method '  means  the  method  provided  by  sec- 
tion 472(b). 

"(4)  Transitional  rules.— 

"(A)  In  general.— In  the  case  of  a  year  of 
change  under  this  section— 

"(i)  the  inventory  pools  shall— 

"(I)  in  the  case  of  the  1st  taxable  year  to 
which  such  an  election  applies,  be  estab- 
lished in  accordance  with  the  major  catego- 
ries in  the  applicable  Government  price 
index,  or 

"(II)  in  the  case  of  the  1st  taxable  year 
after  such  election  ceases  to  apply,  be  estab- 
lished in  the  manner  provided  by  regula- 
tions under  section  4  72; 

"(ii)  the  aggregate  dollar  amount  of  the 
taxpayer's  inventory  as  of  the  beginning  of 
the  year  of  change  shall  be  the  same  as  the 
aggregate  dollar  value  as  of  the  close  of  the 
taxable  year  preceding  the  year  of  change, 
and    ■ 

"(Hi)  the  year  of  change  shall  be  treated  as 
a  new  base  year  in  accordance  with  proce- 
dures provided  by  regulations  under  section 
472. 

"(B)  Year  of  change.— For  purposes  of  this 
paragraph,  the  year  of  change  under  this 
section  is— 

"(i)  the  1st  taxable  year  to  which  an  elec- 
tion under  this  section  applies,  or 

"(ii)  in  the  case  of  a  cessation  of  such  an 
election,  the  1st  taxable  year  after  such  elec- 
tion ceases  to  apply. " 

(b)  Clerical  Amendment.— The  table  of  sec- 
tions for  subpart  D  of  part  II  of  subchapter 
E  of  chapter  1  is  amended  by  striking  out 
the  item  relating  to  section  474  and  insert- 
ing in  lieu  thereof  the  following: 

"Sec.  474.  Simplified  dollar-value  LIFO 
method  for  certain  small  busi- 
nesses. " 


(c)  Effective  Dates.— 

(1)  In  general.— TTu  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31.  1986. 

(2)  Treatment  of  taxpayers  who  made 
elections  under  existing  section  474.— the 
amendments  made  by  this  section  shall  not 
apply  to  any  taxpayer  who  made  an  election 
under  section  474  of  the  Internal  Revenue 
Code  of  1954  (as  in  effect  on  the  day  before 
the  date  of  the  enactment  of  this  Act)  for 
any  period  during  which  such  election  is  in 
effect  Notwithstanding  any  provision  of 
such  section  474  (as  so  in  effect),  an  election 
under  such  section  may  be  revoked  without 
the  consent  of  the  Secretary. 

SEC.  893.  CAPITALIZATION  AND  INCLUSION  IN  INVEN- 
TORY COSTS  OF  CERTAIN  EXPENSES 

(a)  General  Rule.— Part  IX  of  subchapter 
B  of  chapter  1  (relating  to  items  not  deduct- 
ible) is  amended  by  inserting  after  section 
263  the  following  new  section: 

-SEC.  iUA.  CAPITALIZATION  AND  INCLUSION  IN  IN- 
VENTORY    COSTS     OF     CERTAIN     EX- 
PENSES 
"(a)   NONDEDUCTIBILITY  OF  CERTAIN  DIRECT 

AND  Indirect  Costs.— 


"(1)  In  general.— In  the  case  of  any  prop- 
erty to  which  this  section  applies,  any  costs 
described  in  paragraph  (2)— 

"(A)  in  the  case  of  property  which  is  in- 
ventory in  the  hands  of  the  taxpayer,  shall 
be  included  in  inventory  costs,  and 

"(B)  in  the  case  of  any  other  property, 
shall  be  capitalized 

"(2)  Allocable  costs.— The  costs  described 
in  this  paragraph  with  respect  to  any  prop- 
erty are— 
"(A)  the  direct  costs  of  such  property,  and 
"(B)  such  property's  proper  share  of  those 
indirect  costs  (including  taxes)  part  or  all  of 
which  are  allocable  to  such  property. 

"(b)  Property  to  Which  Section  Ap- 
plies.—Except  as  otherwise  provided  in  this 
section,  this  section  shall  apply  to— 

"(1)  Property  produced  by  taxpayer.— 
Real  or  tangible  personal  property  produced 
by  the  taxpayer. 
"(2)  Property  ACQUIRED  for  resale.— 
"(A)  In  general.— Real  or  personal  proper- 
ty described  in  section  1221(1)  which  is  ac- 
quired by  the  taxpayer  for  resale. 

"(B)  Exception  for  taxpayer  with  gross 
RECEIPTS  of  110,000,000  OR  LESS.— Subpara- 
graph (A)  shall  not  apply  to  any  personal 
property  acquired  during  any  taxable  year 
by  the  taxpayer  for  resale  if  the  average 
annual  gross  receipts  of  the  taxpayer  lor 
any  predecessor)  for  the  3-taxable  year 
period  ending  with  the  taxable  year  preced- 
ing such  taxable  year  do  not  exceed 
$10,000,000. 

"(C)  Aggregation  rules,  etc.— For  pur- 
poses of  subparagraph  (B),  rules  similar  to 
the  rules  of  paragraphs  (2)  and  (3)  of  section 
448(c)  shall  apply. 

For  purposes  of  paragraph  (1),  the  term  'tan- 
gible personal  property'  shall  include  a  film, 
sound  recording,  video  tape,  book,  or  simi- 
lar property. 
"(c)  General  Exceptions.— 
"(1)  Personal  use  property.— This  section 
shall  not  apply  to  any  property  produced  by 
the  taxpayer  for  use  by  the  taxpayer  other 
than  in  a  trade  or  business  or  an  activity 
conducted  for  profit 

"(2)  Research  and  experimental  expendi- 
tures.—This  section  shall  not  apply  to  any 
amount  allowable  as  a  deduction  under  sec- 
tion 174. 

"(31  Certain  DEVELOPMENT  AND  other  costs 
of  oil  and  gas  wells  or  other  mineral  prop- 
erty.—This  section  shall  not  apply  to  any 
cost  allowable  as  a  deduction  under  section 
263(c).  616(a).  or  617(a). 

"(4)  Coordination  with  long-term  con- 
tract rules.— This  section  shall  not  apply  to 
any  property  produced  by  the  taxpayer  pur- 
suant to  a  long-term  contract 

"(5)  Timber  and  certain  ornamental 
trees.— This  section  shall  not  apply  to— 

"(A)  trees  raised,  harvested,  or  grown  by 
the  taxpayer  other  than  trees  described  in 
clause  (ii)  of  subsection  (e)(4)(B)  (after  ap- 
plication of  the  last  sentence  thereof),  and 

"(B)  any  real  property  underlying  such 
trees. 
"(d)  Exception  for  Farming  Businesses.— 
"(1)  Section  to  apply  only  if  preproduc- 

TIVE  PERIOD  IS  more  THAN  2  YEARS.— 

"(A)  In  general.— This  section  shall  not 
apply  to  any  plant  or  animal  which  is  pro- 
duced by  the  taxpayer  in  a  farming  business 
and  which  has  a  preproductive  period  of  2 
years  or  less. 

"(B)  Exception  for  taxpayers  required 
TO  USE  accrual  METHOD.— Subparagraph  (A) 
shaU  not  apply  to  any  corporation,  partner- 
ship, or  tax  shelter  required  to  use  an  accru- 
al method  of  accounting  under  section  447 
or  448(a)(3). 


"(2)  Treatment  of  certain  plants  lost  by 
reason  of  casualty.— 

"(A)  In  general.— If  plants  bearing  an 
edible  crop  for  human  consumption  were 
lost  or  damaged  (while  in  the  hands  of  the 
taxpayer)  by  reason  of  freezing  tempera- 
tures, disease,  drought  pests,  or  casualty, 
this  section  shall  not  apply  to  any  costs  of 
the  taxpayer  of  replanting  plants  bearing 
the  same  type  of  crop  (whether  on  the  same 
parcel  of  land  on  which  such  lost  or  dam- 
aged plants  were  located  or  any  other  parcel 
of  land  of  the  same  acreage  in  the  United 
States). 

"(B)  Special  rule  for  person  wtth  minori- 
ty INTEREST   WHO  MATERIALLY  PARTICIPATES.— 

Subparagraph  (A)  shall  apply  to  amounts 
paid  or  incurred  by  a  person  (other  than  the 
taxpayer  described  in  subparagraph  (A/)  if— 

"(i)  the  taxpayer  described  in  subpara- 
graph (A)  has  an  equity  interest  of  more 
than  50  percent  in  such  grove,  orchard  or 
vineyard  and 

"(ii)  such  other  person  holds  any  part  of 
the  remaining  equity  interest  and  material- 
ly participates  in  the  planting,  mainte- 
nance, cultivation,  or  development  of  such 
grove,  orchard,  or  vineyard  during  the  4-tax- 
able  year  period  beginning  with  the  taxable 
year  in  which  the  grove,  orchard  or  vineyard 
was  lost  or  damaged 

The  determination  of  whether  an  individual 
materially  participates  in  any  activity  shall 
be  made  in  a  manner  similar  to  the  manner 
in  which  such  determination  is  made  under 
section  2032A(e)(6). 

"(31  Election  to  have  this  section  not 

APPLY.— 

"(A)  In  general.— If  a  taxpayer  makes  an 
election  under  this  paragraph,  this  section 
shall  not  apply  to  any  plant  or  animal  pro- 
duced in  any  farming  business  carried  on  by 
such  taxpayer. 

"(B)  Certain  persons  not  eligible.— No 
election  may  be  made  under  this  para- 
graph— 

"(i)  by  a  corporation,  partnership,  or  tax 
shelter,  if  such  corporation,  partnership,  or 
tax  shelter  is  required  to  use  an  accrual 
method  of  accounting  under  section  447  or 
448(a)(3).  or 

"(ii)  with  respect  to  the  planting,  cultiva- 
tion, maintenance,  or  development  of  pis- 
tachio trees. 

"(C)  Special  rule  for  citrus  and  almond 
GROWER.'}.— An  election  under  this  paragraph 
shall  not  apply  with  respect  to  any  item 
which  is  attributable  to  the  planting,  culti- 
vation, maintenance,  or  development  of  any 
citrus  or  almond  grove  (or  part  thereof)  and 
which  is  incurred  before  the  close  of  the  4th 
taxable  year  beginning  with  the  taxable  year 
in  which  the  trees  were  planted  For  pur- 
poses of  the  preceding  sentence,  the  portion 
of  a  citrus  or  almond  grove  planted  in  1  tax- 
able year  shall  be  treated  separately  from  the 
portion  of  such  grove  planted  in  another 
taxable  year. 

"(D>  Election— Unless  the  Secretary  oth- 
erwise consents,  an  election  under  this  para- 
graph may  be  made  only  for  the  taxpayer's 
1st  taxable  year  which  begins  after  Decem- 
ber 31.  1986.  and  during  which  the  taxpayer 
engages  in  a  farming  business.  Any  su^h 
election,  once  made,  may  be  revoked  only 
with  the  consent  of  the  Secretary. 

"(e)  Definitions  and  Special  Rules  for 
Purposes  of  Subsection  (d).— 

"(1)  Recapture  of  expensed  amounts  on 
disposition.— 

"(A)  In  general.— In  the  case  of  any  plant 
or  animal  with  respect  to  which  amounts 
would  have  been  capitalized  under  subsec- 
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tion  (a)  but  for  an  election  under  subsection 
(dH3>— 

"liJ  such  plant  or  animal  (if  not  otherwise 
section  1245  property)  shall  be  treated  as 
section  1245  property,  and 

"(ii>  for  purposes  of  section  1245,  the  re- 
capture amount  shall  be  treated  as  a  deduc- 
tion allowed  for  depreciation  with  respect  to 
such  property. 

"IB>  Recapture  amount.— For  purposes  of 
subparagraph  (A),  the  term  recapture 
amount'  means  any  amount  allowable  as  a 
deduction  to  the  taxpayer  which,  but  for  an 
election  under  subsection  (dJ(3),  would  have 
t>een  capitalized  with  respect  to  the  plant  or 
animal 

"(2)  Effects  of  election  on  deprecia- 
tion.— 

"IA>  In  general.— If  the  taxpayer  (or  any 
related  person)  makes  an  election  under  sub- 
section ld)(3).  the  provisions  of  section 
168ig)t2)  (relating  to  alternative  deprecia- 
tion) shall  apply  to  all  property  of  the  tax- 
payer used  predominantly  in  the  farming 
business  and  placed  in  sennce  in  any  tax- 
able year  during  which  any  such  election  is 
in  effect 

'(B)  Related  person.— For  purposes  of 
subparagraph  (A),  the  term  'related  person' 
means— 

"(i)  the  taxpayer  and  members  of  the  tax- 
payer's family. 

"(ii)  any  corporation  (including  an  S  cor- 
poration) if  50  percent  or  more  (in  value)  of 
the  stock  of  such  corporation  is  owned  (di- 
rectly or  through  the  application  of  section 
318)  by  the  taxpayer  or  members  of  the  tax- 
payer's family. 

"(Hi)  a  corporation  and  any  other  corpo- 
ration which  is  a  member  of  the  same  con- 
trolled group  described  in  section  1563(a)(1), 
and 

"(iv)  any  partnership  if  50  percent  or  more 
(in  value)  of  the  interests  in  such  partner- 
ship is  owned  directly  or  indirectly  by  the 
taxpayer  or  members  of  the  taxpayer's 
family. 

"(C)  Members  of  family.— For  purposes  of 
this  paragraph,  the  term  family'  means  the 
taxpayer,  the  spouse  of  the  taxpayer,  and 
any  of  their  children  who  have  not  attained 
age  18  before  the  close  of  the  taxable  year 
"(3>  Preprodvctive  period.— 
"(A)  In  aENERAL.—For  purposes  of  this  sec- 
tion, the  term  preproductive  period' 
means— 

"(i)  Jrt  the  case  of  a  plant  or  animal  which 
will  have  more  than  1  crop  or  yield,  the 
period  before  the  1st  marketable  crop  or 
yield  from  such  plant  or  animal,  or 

"(li)  in  the  case  of  any  other  plant  or 
animal  the  period  before  such  plant  or 
animal  is  reasonably  expected  to  be  disposed 
of 

For  purposes  of  this  subparagraph,  use  by 
the  taxpayer  in  a  farming  business  of  any 
supply  produced  in  such  business  shall  be 
treated  as  a  disposition. 

"(B)  Rule  for  determining  period.— In  the 
case  of  a  plant  grown  in  commercial  quanti- 
ties in  the  United  States,  the  preproductive 
period  for  such  plant  if  grown  in  the  United 
States  shall  be  based  on  the  nationwide 
v>eighted  average  preproductive  period  for 
such  plant 

"(4)  Farming  business.— For  purposes  of 
this  section— 

"(A)  In  aENERAL.—The  term  'farming  busi- 
ness' means  the  trade  or  business  of  farm- 
ing. 

"(B)  Certain  trades  and  businesses  in- 
cluded.—The  term  'farming  business'  shall 
include  the  trade  or  business  of— 

"(i)  operating  a  nursery  or  sod  farm,  or 
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"(ii)  the  raising  or  harvesting  of  trees 
(fearing  fruit  nuts,  or  other  crops,  or  orna- 
mental trees. 

For  purposes  of  clause  (ii),  an  evergreen  tree 
which  is  more  than  6  years  old  at  the  time 
severed  from  the  roots  shall  not  be  treated  as 
an  ornamental  tree. 

"(5)  Certain  inventory  valuation  methods 
permitted.— The  Secretary  shall  by  regula- 
tions permit  the  taxpayer  to  use  reasonable 
inventory  valuation  methods  to  compute  the 
amount  required  to  be  capitalized  under 
subsection  (a)  in  the  case  of  any  plant  or 
animal 

"(f)  Special  Rules  for  Allocation  of  In- 
terest to  Property  Produced  by  the  Tax- 
payer.— 

"(1)  Interest  capitalized  only  in  certain 
CASES.— Subsection  (a)  shall  only  apply  to  in- 
terest costs  which  are— 

"(A)  paid  or  incurred  during  the  produc- 
tion period,  and 

"(B)   allocable   to  property  which   is  de- 
scribed in  subsection  (b)(1)  and  which  has— 
"(i)  a  long  useful  life, 

"(ii)  an  estimated  production  period  ex- 
ceeding 2  years,  or 

"(Hi)  an  estimated  production  period  ex- 
ceeding 1  year  and  a  cost  exceeding 
SI. 000.000. 
"(2)  Allocation  rules.— 
"(A)  In  general.— In  determining  the 
amount  of  interest  required  to  be  capitalized 
under  subsection  (a)  with  respect  to  any 
property— 

"(i)  interest  on  any  indebtedness  directly 
attributable  to  production  expenditures 
with  respect  to  such  property  shall  be  as- 
signed to  such  property,  and 

"(ii)  interest  on  any  other  indebtedness 
shall  be  assigned  to  such  property  to  the 
extent  that  the  taxpayer's  interest  costs 
could  have  been  reduced  if  production  ex- 
penditures (not  attributable  to  indebtedness 
described  in  clause  (i))  kad  not  been  in- 
curred. 

"(B)  Exception  for  qualified  residence 
interest.— Subparagraph  (A)  shall  not  apply 
to  any  qualified  residence  interest  (within 
the  meaning  of  section  163(h)). 

"(C)  Special  rule  for  flow-through  enti- 
ties.'" BAD  MAG  TAPE  '"-Except  as  pro- 
vided in  regulations,  in  the  case  of  any  flow- 
through  entity,  this  paragraph  shall  be  ap- 
plied first  at  the  entity  level  and  then  at  the 
beneficiary  level 

"(3)  Interest  relating  to  property  used 
TO  PRODUCE  property.— This  subsection  shall 
apply  to  any  interest  on  indebtedness  in- 
curred or  continued  in  connection  with 
property  used  to  produce  property  to  which 
this  subsection  applies  to  the  extent  such  in- 
terest is  allocable  to  the  produced  property. 
"(4)  Definitions.— For  purposes  of  this  sub- 
section— 

"(A)   Long   useful  life.— Property  has   a 
long  useful  life  if  such  property  is— 
"(i)  real  property,  or 

"(ii)  property  with  a  class  life  of  20  years 
or  more  (as  determined  under  section  168). 

"(B)  Production  period.— The  term  'pro- 
duction period'  means,  when  used  with  re- 
spect to  any  property,  the  period— 

"(i)  beginning  on  the  date  on  which  pro- 
duction of  the  property  begins,  and 

"(ii)  ending  on  the  date  on  which  the 
property  is  ready  to  be  placed  in  service  or 
is  ready  to  be  held  for  sale. 

"(C)  Production  expenditures.— The  term 
production  expenditures'  means  the  costs 
(whether  or  not  incurred  durifg  the  produc- 
tion period)  required  to  6e  capitalized  under 
subsection  (a)  with  respect  to  the  property. 

"(g)  Production.— For  purposes  of  this  sec- 
tion- 
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"(1)  In  aENERAL.—The  term  'produce'  in- 
cludes construct  build,  install,  manufac- 
ture, develop,  or  improve. 

"(2)  Treatment  of  property  produced 
UNDER  CONTRACT  FOR  THE  TAXPAYER.— The  tax- 
payer shall  be  treated  as  producing  any 
property  produced  for  the  taxpayer  under  a 
contract  with  the  taxpayer;  except  that  only 
costs  paid  or  incurred  by  the  taxpayer 
(whether  under  such  contract  or  otherwise) 
shall  be  taken  into  account  in  applying  sub- 
section (a)  to  the  taxpayer. 

"(h)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  lye  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  section,  including— 

"(1)  regulations  to  prevent  the  use  of  relat- 
ed parties,  pass-thru  entities,  or  interme- 
diaries to  avoid  the  application  of  this  sec- 
tion, and 

"(2)  regulations  providing  for  simplified 
procedures  for  the  application  of  this  sec- 
tion in  the  case  of  property  described  in  sub- 
section (b)(2>. " 

(b)  Technical  Amendments.— 

(1)  Section  189  is  hereby  repealed. 

(2)(A)  Section  280  is  hereby  repealed. 

(B)  Paragraph  (5)  of  section  48(r)  (defin- 
ing sound  recording)  is  amended  to  read  as 
follows: 

"(5)  Sound  recording.— For  purposes  of 
this  subsection,  the  term  'sound  recording' 
means  works  which  result  from  the  fixation 
of  a  series  of  musical  spoken,  or  other 
sounds,  regardless  of  the  nature  of  the  male- 
rial  objects  (such  as  discs,  tapes,  or  other 
phonorecordings)  in  which  such  sounds  are 
embodied. " 

(3)  Section  312(n)(l)  is  amended— 

lA)  by  striking  out  "(determined  without 
regard  to  section  189)  in  subparagraph  (B)", 
and 

<B)  by  striking  out  subparagraph  (C)  and 
inserting  in  lieu  thereof: 

'(C)  Construction  PERIOD.— The  term  'con- 
struction period'  has  the  meaning  given  the 
term  production  period  under  section 
263A(f)(4)(B)." 

(4)  Section  471  (relating  to  general  rule  for 
inventories)  is  amended— 

(A)  by  striking  out  "Whenever"  and  insert- 
ing in  lieu  thereof  "(a)  General  Rule.— 
Whenever",  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection: 

"(b)  Cross  Reference.— 

"For  rules  relating  to  capitalization  of  direct  and 
indirect  costs  of  property,  see  section  2S3A.  " 

(5)  Section  267(e)(5)(D)  is  amended— 

(A)  by  striking  out  low-income  housing 
(as  defined  in  paragraph  (5)  of  section 
189(e))"  and  inserting  "property  described 
in  clause  (i),  (ii),  (Hi),  or  (iv)  of  section 
1250(a)(1)(B)",  and 

(B)  by  striking  out  'low-income  housing 
(as  so  defined)"  and  inserting  "such  proper- 
ty". 

(6)  Section  278  is  hereby  repealed. 

(7)(A)   Subsection    (b)   of  section   447  is 
amended  to  read  as  follows: 
"(b)  Preproductive  Period  of  Expenses.— 

"For  rules  requiring  capitalization  of  certain  pre- 
productive period  of  expenses,  see  section  263 A. " 

(B)  Subsection  (a)  of  section  447  is  amend- 
ed by  striking  out  "and  with  the  capitaliza- 
tion of  preproductive  period  of  expenses  de- 
scribed in  subsection  (b)". 

(C)  Section  447(g)(1)  (is  amended  by  strik- 
ing out  "If  and  inserting  in  lieu  thereof 
"Notwithstanding  subsection  (a)  or  section 
263A,  if". 
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(8)  Subsection  Id)  of  section  464  is  amend- 
ed to  read  as  follows: 

"(d)  Exception.— Subsection  (a)  shall  not 
apply  to  any  amount  paid  for  supplies 
which  are  on  hand  at  the  close  of  the  taxable 
year  on  account  of  fire,  storm,  or  other  casu- 
alty, or  on  account  of  disease  or  drought " 

(c)  Clerical  Amendmests.— 

(1)  The  table  of  sections  for  part  IX  cf  sub- 
chapter B  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  278  and 
by  inserting  after  the  item  relating  to  sec- 
tion 263  the  following: 

"Sec.  263A.  CapitcUization  and  inclusion  in 
inventory  costs  of  certain  ex- 
penses. " 

(2)  The  table  of  sections  for  part  VI  of  sub- 
chapter B  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  189. 

(3)  The  table  of  sections  for  part  IX  of  sub- 
chapter B  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  280. 

(d)  Effective  Date.— 

11)  In  general.— Except  as  provided  in  this 
subsection,  the  amendments  made  by  this 
section  shall  apply  to  costs  incurred  after 
December  31.  1986.  in  taxable  years  ending 
after  such  date. 

(2)  Special  rule  for  inventory  proper- 
ty.—In  the  case  of  any  property  which  is  in- 
ventory in  the  hands  of  the  taxpayer— 

I  A)  In  general.— The  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31,  1986. 

IB)  Change  in  method  of  accounting.— If 
the  taxpayer  is  required  by  the  amendments 
made  by  this  section  to  change  its  method  of 
accounting  with  respect  to  such  property  for 
any  taxable  year— 

(i)  such  change  shall  be  treated  as  initiat- 
ed by  the  taxpayer. 

Hi)  such  change  shall  be  treated  as  made 
with  the  consent  of  the  Secretary,  and 

liii)  the  period  for  taking  into  account  the 
adjustments  under  section  481  by  reason  of 
such  change  shall  not  exceed  4  years. 

13)  Special  rule  for  self-constructed 
property.— The  amendments  made  by  this 
section  shall  not  apply  to  any  property 
which  is  produced  by  the  taxpayer  for  use  by 
the  taxpayer  if  substantial  construction  had 
occurred  before  March  1,  1986. 

14)  Transitional  rule  for  capitalization 
of  interest  and  taxes.— 

I  A)  Transition  property  exempted  from 
INTEREST  CAPITALIZATION.— Section  263Alf)  of 
the  Internal  Revenue  Code  of  1986  las  added 
by  this  section)  and  the  amendment  made  by 
subsection  lb)ll)  shall  not  apply  to  any 
property— 

li)  to  which  the  amendments  made  by  sec- 
tion 201  do  not  apply  by  reason  of  sections 
203la)ll)ID)  and  IE)  and  203la)l5)IA),  and 

Hi)  to  which  the  amendments  made  by  sec- 
tion 251  do  not  apply  by  reason  of  section 
251ld)l3)IM). 

IB)  Interest  and  taxes.— Section  263A  of 
such  Code  shall  not  apply  to  property  de- 
scribed in  the  matter  following  subpara- 
graph IB)  of  section  207le)l2)  of  the  Tax 
Equity  and  Fiscal  Responsibility  Act  oj  1982 
to  the  extent  it  would  require  the  capitaliza- 
tion of  interest  and  taxes  paid  or  incurred 
in  connection  with  such  property  which  are 
not  required  to  be  capitalized  under  section 
189  of  such  Code  las  in  effect  before  the 
amendment  made  by  subsection  lb)ll)). 

15)  Transition  rule  concernino  capitaliza- 
tion OF  inventory  rules.— In  the  case  of  a 
corporation  which  on  the  date  of  the  enact- 
ment of  this  Act  was  a  member  of  an  affili- 
ated group  of  corporations  Iwithin  the 
meaning  of  section  lS04(a)  of  the  Internal 


Revenue  Code  of  1986),  the  parent  of 
which— 

(A)  was  incorporated  in  California  on 
April  IS,  1925, 

IB)  adopted  LIFO  accounting  as  of  the 
close  of  the  taxable  year  ended  December  31, 
1950,  and 

IC)  was,  on  May  22,  1986,  merged  into  a 
Delaware  corporation  incorporated  on 
March  12,  1986, 

the  amendments  made  by  this  section  shall 
apply  under  a  cut-off  method  whereby  the 
uniform  capitalization  rules  are  applied 
only  in  costing  layers  of  inventory  acquired 
during  taxable  years  beginning  on  or  after 
January  1.  1987. 

16)  Treatment  of  certain  rehabilitation 
project.— The  amendments  made  by  this 
section  shall  not  apply  to  interest  and  taxes 
paid  or  incurred  withrespect  to  the  rehabili- 
tation and  conversion  of  a  certified  historic 
building  which  was  formerly  a  factory  into 
an  apartment  project  with  155  units.  39 
units  of  which  are  for  low-income  families, 
if  the  project  was  approved  for  annual  inter- 
est assistance  on  June  10,  1986.  by  the  hous- 
ing authority  of  the  State  in  which  the 
project  is  located. 

17)  Special  rule  for  casualty  losses.— 
Section  263Ald)i2)  of  the  Internal  Revenue 
Code  of  1986  las  added  by  this  section)  shall 
apply  to  expenses  incurred  on  or  after  the 
date  of  the  enactment  of  this  Act 

SEC.  m4.  MODIFKATIOSS  OF  METHOD  OF  ACCOIST- 
ISG  FOR  LOSG-TERM  COSTRACT. 

la)  General  Rule.— Subpart  B  of  part  II  of 
subchapter  E  of  chapter  1  is  amended  by 
adding  at  the  end  thereof  the  following  new 
section: 

"SEC    4S0.    SPECIAL    RILES   FOR   LONG-TERM   COS- 
TRACTS 

"la)  Percentage  of  Completion-Capttal- 
IZED  Cost  Method.  — 

"ID  In  general.— In  the  case  of  any  long- 
term  contract— 

"lA)  40  percent  of  the  items  with  respect  to 
such  contract  shall  be  tak^n  into  account 
under  the  percentage  of  completion  method 
las  modified  by  subsection  lb)),  and 

"IB/  60  percent  of  the  items  with  respect  to 
such  contract  shall  be  taken  into  account 
under  the  taxpayer's  normal  method  of  ac- 
counting. 

"12)  40  percent  look-back  method  to 
APPLY.— Upon  completion  of  any  long-term 
contract  the  taxpayer  shall  pay  lor  shall  be 
entitled  to  receive)  interest  determined  by 
applying  the  look-back  method  of  subsection 
Ib)l3)  to  40  percent  of  the  items  with  respect 
to  the  contract 

"lb)  Percentage  of  Completion  Method.— 

"ID  Subsection  (ai  Not  to  Apply  Where 
Percentage  of  Completion  Method  Used.— 
Subsection  la)  shall  not  apply  to  any  long- 
term  contract  with  respect  to  which 
amounts  includible  in  gross  income  are  de- 
termined under  the  percentage  of  comple- 
tion method. 

"12)  Requirements  of  percentage  of  com- 
pletion method.— In  the  case  of  any  long- 
term  contract  with  respect  to  which  the  per- 
centage of  completion  method  is  used— 

"(A)  the  percentage  of  completion  shall  be 
determined  by  comparing  costs  allocated  to 
the  contract  under  subsection  Ic)  and  in- 
curred before  the  close  of  the  taxable  year 
with  the  estimated  total  contract  costs,  and 

"IB)  upon  completion  of  the  contract  the 
taxpayer  shall  pay  lor  shall  be  entitled  to  re- 
ceive) interest  computed  under  the  look-back 
method  of  paragraph  13). 

"13)  Look-back  method.— The  interest 
computed  under  the  look-back  method  of 
this  subparagraph  shall  be  determined  by— 


"(A)  first  allocating  income  under  the  con- 
tract among  taxable  years  before  the  year  in 
which  the  contract  is  completed  on  the  basis 
of  the  actual  contract  price  and  costs  in- 
stead of  the  estimated  contract  price  and 
costs, 

"IB)  second,  determining  Isolely  for  pur- 
poses of  computing  such  interest)  the  over- 
payment or  underpayment  of  tax  for  each 
taxable  year  referred  to  in  paragraph  11) 
which  would  result  solely  from  the  applica- 
tion of  paragraph  11),  and 

"lO  then  using  the  overpayment  rate  es- 
tablished by  section  6621,  compounded 
daily,  on  the  overpayment  or  underpayment 
determined  under  paragraph  ID. 
"lO  Allocation  of  Costs  to  Contract  — 
"ID  Direct  and  certain  indirect  costs.— 
In  the  case  of  a  long-term  contract  all  costs 
lincluding  research  and  experimental  costs) 
which  directly  benefit  or  are  incurred  by 
reason  of.  the  long-term  contract  activities 
of  the  taxpayer  shall  be  allocated  to  such 
contract  in  the  same  manner  as  costs  are  al- 
located to  extended  period  long-term  con- 
tracts under  section  451  and  the  regulations 
thereunder. 

"12)  Costs  identified  under  cost-plus  and 
CERTAIN  federal  CONTRACTS— In  the  cosf  of  a 
cost-plus  long-term  contract  or  a  Federal 
long-term  contract,  any  cost  not  allocated  to 
such  contract  under  paragraph  ID  shall  be 
allocated  to  such  contract  if  such  cost  is 
identified  by  the  taxpayer  lor  a  related 
person),  pursuant  to  the  contract  or  Federal, 
State,  or  local  law  or  regulation,  as  t>exng  at- 
tributable to  such  contract 

"13)  Allocation  of  production  period  in- 
terest to  contract.—  , 

"(A)  In  general.— Except  as  provided  in 
subparagraphs  IBI  and  IC).  in  the  case  of  a 
long-term  contract,  interest  costs  shall  be  al- 
located to  the  contract  in  the  same  manner 
as  interest  costs  are  allocated  to  property 
produced  by  the  taxpayer  under  section 
263Aif). 

"IB)  Production  period.— In  applying  sec- 
tion 263Aif)  for  purposes  of  subparagraph 
lA),    the    production    period    shall    be    the 
period— 
"li)  beginning  on  the  later  of— 
"ID  the  contract  commencement  date,  or 
"III)  in  the  case  of  a  taxpayer  who  uses  an 
accrual  method   with   respect  to  long-term 
contracts,  the  date  by  which  at  least  S  per- 
cent of  the  total  estimated  costs  'including 
design  and  planning  costs)  under  the  con- 
tract have  been  incurred,  and 

"Hi)  ending  on  the  contract  completion 
date. 

"lO  Application  of  de  minimis  rule.— In 
applying  section  263Alf)  for  purposes  of  sub- 
paragraph I  A),  paragraph  ll)IB)liii)  of  such 
section  shall  be  applied  on  a  contract-by- 
contract  basis;  except  that  in  the  case  of  a 
taxpayer  described  in  subparagraph 
lB)li)III)  of  this  paragraph  paragraph 
ll)IB)liii)  of  section  263Alf)  shall  be  applied 
on  a  property-by-property  basis. 

"14)  Certain  costs  not  included.— This 
subsection  shall  not  apply  to  any— 

"lA)  independent  research  and  develop- 
ment expenses, 

"IB)  expenses  for  unsuccessful  bids  and 
proposals,  and 

"IC)  marketing,  selling,  and  advertising 
expenses. 

"IS)  Independent  research  and  develop- 
ment EXPENSES.— For  purposes  of  paragraph 
14),  the  term  'independent  research  and  de- 
velopment expenses'  means  any  expenses  in- 
curred in  the  performance  of  research  or  de- 
velopment except  that  such  term  shall  not 
include— 
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"(A>  any  expenses  which  are  directly  at- 
tributable to  a  long-term  contract  in  exist- 
ence when  such  expenses  are  incurred,  or 

"IB)  any  expenses  under  an  agreement  to 
perform  research  or  development 

"(d)  Federal  Long-Term  Contract.— For 
purposes  of  this  section— 

"(1)  In  general.— The  term  Federal  long- 
term  contract'  means  any  long-term  con- 
tract— 

"<A>  to  which  the  United  States  (or  any 
agency  or  instrumentality  thereof)  is  a 
party,  or 

"IB)  which  is  a  subcontract  under  a  con- 
tract described  in  subparagraph  (A). 

"12)  Special  rules  for  certain  taxable  en- 
TmEs.—For  purposes  of  paragraph  ID.  the 
rules  of  section  168lhH2)lD)  irelating  to  cer- 
tain taxable  entities  not  treated  as  instru- 
mentalities) shall  apply. 

"leJ  Exception  for  Certain  Construction 
Contracts.— 

"II J  In  GENERAL.—Subsections  la),  <b).  and 
lOll)  and  12)  shall  not  apply  to  any  con- 
struction contract  entered  into  by  a  taxpay- 
er— 

"lA)  who  estimates  lat  the  time  such  con- 
tract is  entered  into)  that  such  contract  will 
be  completed  unthin  the  2-year  period  begin- 
ning on  the  contract  commencement  date  of 
such  contract,  and 

"IB)  whose  average  annual  gross  receipts 
for  the  3  taxable  years  preceding  the  taxable 
year  in  which  such  contract  is  entered  into 
do  not  exceed  $10,000,000. 

"12)  Determination  of  taxpayer's  gross 
RECEIPTS.— For  purposes  of  paragraph  ill. 
the  gross  receipts  of— 

"lA)  all  trades  or  businesses  iwhether  or 
not  incorporated)  which  are  under  common 
control  with  the  taxpayer  lunthin  the  mean- 
ing of  section  52ib)).  and 

"IB)  all  members  of  any  controlled  group 
of  corporations  of  which  the  taxpayer  is  a 
member, 

for  the  3  taxable  years  of  such  persons  pre- 
ceding the  taxable  year  in  which  the  con- 
tract described  in  paragraph  ID  is  entered 
into  shall  be  included  in  the  gross  receipts  of 
the  taxpayer  for  the  period  described  in 
paragraph  IDIB).  The  Secretary  shall  pre- 
scribe regulations  which  provide  attribution 
rules  that  take  into  account,  in  addition  to 
the  persons  and  entities  described  in  the  pre- 
ceding sentence,  taxpayers  who  engage  in 
construction  contracts  through  partner- 
ships, joint  ventures,  and  corporations. 

"13)  Controlled  group  of  corpora- 
tions.—For  purposes  of  this  subsection,  the 
term  'controlled  group  of  corporations  has 
the  meaning  given  to  such  term  by  section 
15631a),  except  that— 

"I A)  'more  than  SO  percent  shall  be  substi- 
tuted for  at  least  80  percent'  each  place  it 
appears  in  section  1563la)ll),  and 

"IB)  the  determination  shall  be  made 
without  regard  to  subsections  Ia)l4)  and 
le)l3)lC)  of  section  1563. 

"14)  Construction  coNTRACT.-For  pur- 
poses of  this  subsection,  the  term  'construc- 
tion contract'  means  any  contract  for  the 
building,  construction,  reconstruction,  or  re- 
habilitation of  or  the  installation  of  any  in- 
tegral component  to,  or  improvements  of, 
real  property. 

"If)  Long-Term  Contract.— For  purposes 
of  this  section— 

"ID  In  general.— The  term  long-term  con- 
tracf  means  any  contract  for  the  manufac- 
ture, building,  installation,  or  construction 
of  property  if  such  contract  is  not  completed 
within  the  taxable  year  in  which  such  con- 
tract is  entered  into. 

"12)  Special  rule  for  manufacturing  con- 
tracts.—A  contract  for  the  manufacture  of 


property  shall  not  be  treated  as  a  long-term 
contract  unless  such  contract  involves  the 
manufacture  of— 

"I A)  any  unique  item  of  a  type  which  is 
not  normally  included  in  the  finished  goods 
inventory  of  the  taxpayer,  or 

"IB)  any  item  which  normally  requires 
more  than  12  calendar  months  to  complete 
Iwithout  regard  to  the  period  of  the  con- 
tract). 

"13)  Aggregation,  etc.— For  purposes  of 
this  subsection,  under  regulations  pre- 
scribed by  the  Secretary— 

"lA)  2  or  more  contracts  which  are  inter- 
dependent Iby  recLson  of  pricing  or  other- 
wise) may  be  treated  as  1  contract,  and 

"IB)  a  contract  which  is  properly  treated 
as  an  aggregation  of  separate  contracts  may 
be  so  treated. 

"Igt  Contract  Commencement  Date.— For 
purposes  of  this  section,  the  term  'contract 
commencement  date'  means,  with  respect  to 
any  contract,  the  first  date  on  which  any 
costs  lother  than  bidding  expenses  or  ex- 
penses incurred  in  connection  with  negoti- 
ating the  contract)  allocable  to  such  con- 
tract are  incurred. " 

lb)  Change  in  Regulations.— The  Secretary 
of  the  Treasury  or  his  delegate  shall  modify 
the  income  tax  regulations  relating  to  ac- 
counting for  long-term  contracts  to  carry 
out  the  provisions  of  section  460  of  the  In- 
ternal Revenue  Code  of  1986  fas  added  by 
subsection  la)). 

ic)  Conforming  Amendment.— The  table  of 
sections  for  subpart  B  of  part  II  of  subchap- 
ter E  of  chapter  1  is  amended  by  adding  at 
the  end  thereof  the  following  new  item: 

"Sec.  460.  Special  rules  for  long-term  con- 
tracts. " 

Id)  Effective  Date.— 

ID  In  OENERAL.—The  amendments  made  by 
this  section  shall  apply  to  any  contract  en- 
tered into  after  February  28,  1986. 

12)  Clarification  of  treatment  of  inde- 
pendent RESEARCH  and  DEVELOPMENT  EX- 
PENSES.— 

lA)  In  GENERAL.-For  periods  before,  on,  or 
after  the  date  of  enactment  of  this  Act— 

H)  any  independent  research  and  develop- 
ment expenses  taken  into  account  in  deter- 
mining the  total  contract  price  shall  not  be 
severable  from  the  contract,  and 

Hi)  any  independent  research  and  develop- 
ment expenses  shall  not  be  treated  as 
amounts  chargeable  to  capital  account. 

IB)  Independent  research  and  develop- 
ment EXPENSES.— For  purposes  of  subpara- 
graph lA),  the  term  "independent  research 
and  development  expenses"  has  the  meaning 
given  to  such  term  by  section  263Alc)l5)  of 
the  Internal  Revenue  Code  of  1986,  as  added 
by  this  section. 

SEC.  Mi.  REPEAL  OF  RESERVE  FOR  BAD  DEBTS  OF 
taxpayers  other  THAS  FINASCIAL 
issTinrioss 

la)  General  Rule.— Subsection  Ic)  of  sec- 
tion 166  Irelating  to  reserve  for  bad  debts)  is 
hereby  repealed. 

lb)  Repeal  of  Reserve  for  Certain  Guar- 
anteed Debt  Obligations.— Section  166  is 
amended  by  striking  out  subsection  If)  and 
by  redesignating  subsection  Ig)  as  subsec- 
tion If). 

Ic)  Technical  Amendments.— 

IDIA)  Section  81  Irelating  to  certain  in- 
creases in  suspense  accounts)  is  amended  to 
read  as  follows: 

-SEC.  SI.  increase  /.V  vacation  pa  r  SVSPEf/SE  AC- 
COUNT. 

"There  shall  be  included  in  gross  income 
for  the  taxable  year  the  amount  of  any  in- 
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crease  in  any  suspense  account  for  such  tax- 
able year  required  by  paragraph  I2)IB)  of 
section  4631c)  Irelating  to  accrual  of  vaca- 
tion pay). " 

IB)  The  table  of  sections  for  part  II  of  sub- 
chapter B  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  81  and 
inserting  in  lieu  thereof  the  following: 
"Sec.  81.  Increase  in  vacation  pay  suspense 
account" 

12)  Clause  Hi)  of  section  108le)l7)IA)  is 
amended  by  striking  out  "subsection  la),  lb), 
or  Ic)  of  section  166"  and  inserting  in  lieu 
thereof  "subsection  la)  or  lb)  of  section  166". 

13)  Paragraph  17)  of  section  1081  e)  is 
amended  by  striking  out  subparagraph  IB) 
and  by  redesignating  subparagraphs  IC), 
ID).  IE),  and  IF)  as  subparagraphs  IB),  IC), 
ID),  and  le),  respectively. 

14)  Subparagraph  IE)  of  section  108le)l7) 
las  so  redesignated)  is  amended  by  striking 
out  "subparagraphs  lA),  IB),  IC),  ID),  and 
IE.'"  and  inserting  in  lieu  thereof  "the  fore- 
going subparagraphs". 

15)  Paragraph  IS)  of  section  461lh)  is 
amended  by  striking  out  subparagraph  lA) 
and  by  redesignating  subparagraphs  IB), 
IC),  and  ID)  as  subparagraphs  lA),  IB),  and 
IC),  respectively. 

16)  Subsection  lb)  of  section  805  is  amend- 
ed by  striking  out  paragraph  12)  and  by  re- 
designating paragraphs  13),  14),  IS),  and  16) 
as  paragraphs  12),  13),  14),  and  IS),  respec- 
tively. 

Id)  Effective  Date.— 

ID  In  general.— The  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31,  1986. 

12)  Change  in  method  of  accounting.— In 
the  case  of  any  taxpayer  who  maintained  a 
reserve  for  bad  debts  for  such  taxpayer's  last 
taxable  year  beginning  before  January  1, 
1987,  and  who  is  required  by  the  amend- 
ments made  by  this  section  to  change  its 
method  of  accounting  for  any  taxable  year— 

lA)  such  change  shall  be  treated  as  initiat- 
ed by  the  taxpayer, 

IB)  such  change  shall  be  treated  as  made 
with  the  consent  of  the  Secretary,  and 

IC)  the  net  amount  of  adjustments  re- 
quired by  section  481  of  the  Internal  Reve- 
nue Code  of  1986  to  be  taken  into  account  by 
the  taxpayer  shall— 

li)  in  the  case  of  a  taxpayer  mainta  ning  a 
reserve  under  section  1661  f),  be  reduced  by 
the  balance  in  the  suspense  account  under 
section  1661  f)l4)  of  such  Code  as  of  the  close 
of  such  last  taxable  year,  and 

Hi)  be  taken  into  account  ratably  in  each 
of  the  first  4  taxable  years  beginning  after 
December  31,  1986. 

SEC.  sot.  TAXABLE  YEARS  OF  CERTAIN  ENTITIES. 

la)  Partnerships.— 

ID  In  general.— Paragraph  ID  of  section 
7061b)  Irelating  to  partnership's  taxable 
year)  is  amended  to  read  as  follows: 

"ID  Partnership's  taxable  year.— 

""lA)  Partnership  treated  as  taxpayer.— 
The  taxable  year  of  a  partnership  shall  be 
determined  as  though  the  partnership  were  a 
taxpayer. 

"IB)  Taxable  year  determined  by  refer- 
ence TO  PARTNERS.— Except  (M  providcd  in 
subparagraph  IC),  a  partnership  shall  not 
have  a  taxable  year  other  than— 

"H)  the  taxable  year  of  1  or  more  of  its 
partners  who  have  an  aggregate  interest  in 
partnership  profits  and  capital  of  greater 
than  SO  percent 

"Hi)  if  there  is  no  taxable  year  described 
in  clause  H),  the  taxable  year  of  all  the  prin- 
cipal partners  of  the  partnership,  or 
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"(Hi)  if  there  is  no  taxable  year  described 
in  clause  (i)  or  (ii),  the  calendar  year  or 
such  other  period  as  the  Secretary  may  pre- 
scribe in  regulations. 

"(C)  Business  purpose.— A  partnership 
may  have  a  taxable  year  not  described  in 
subparagraph  (B)  if  it  establishes,  to  the  sat- 
isfaction of  the  Secretary,  a  business  pur- 
pose therefor.  For  purposes  of  this  subpara- 
graph, any  deferral  of  income  to  partners 
shall  not  be  treated  as  a  business  purpose." 
(2)  Determination  of  majority  interest.— 
Section  706(b)  is  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 

"(4)  Application  of  majority  interest 
RULE.~C:n.ause  (i)  of  paragraph  (1)(B)  shall 
not  apply  to  any  taxable  year  of  a  partner- 
ship unless  the  period  which  constitutes  the 
taxable  year  of  1  or  more  of  its  partners  who 
have  an  aggregate  interest  in  partnership 
profits  and  capital  of  greater  than  SO  per- 
cent has  been  the  same  for— 

"(A)  the  3-taxable  year  period  of  such  part- 
ner or  partners  ending  on  or  before  the  be- 
Tinning  of  such  taxable  year  of  the  partner- 
ship, or 

"(B)  if  the  partnership  has  not  been  in  ex- 
istence during  all  of  such  3-taxable  year 
period,  the  taxable  years  of  such  partner  or 
partners  ending  with  or  wrtkin  the  period  of 
existence. 

This  paragraph  shall  apply  without  regard 
to  whether  the  same  partners  or  interests  are 
taken  into  account  in  determining  the  50 
percent  interest  during  any  period. " 

(3)  Conforming  amendment.— The  heading 
for  section  706(b)  is  amended  by  striking  out 
"Adoption  of". 

(b)  S  Corporation.— 

(1)  In  general.— Section  1378(a)  (relating 
to  taxable  year  of  S  corporation)  is  amended 
to  read  as  follows: 

"(a)  General  Rule.— For  purposes  of  this 
subtitle,  the  taxable  year  of  an  S  corporation 
shall  be  a  permitted  year. " 

(2)  Business  purpose.— Section  1378(b)  (de- 
fining permitted  year)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
flu.sh  sentence: 

"For  purposes  of  paragraph  (21.  any  deferral 
of  income  to  shareholders  shall  not  be  treat- 
ed as  a  business  purpose. " 

(3)  Conforming  amendment.— Section  1378 
is  amended  by  strikirig  out  subsection  (c). 

(c)  Personal  Service  Corporation— 

(1)  In  general.— Section  441  (relating  to 
period  for  computation  of  taxable  income) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(i)  Taxable  Year  of  Personal  Service 
Corpora  tions.  — 

"(1)  In  aENERAL.—For  purposes  of  this  sub- 
title, the  taxable  year  of  any  personal  service 
corporation  shall  be  the  calendar  year 
unless  the  corporation  establishes,  to  the  sat- 
isfaction of  the  Secretary,  a  business  pur- 
pose for  having  a  different  period  for  its  tax- 
able year.  For  purposes  of  this  paragraph, 
any  deferral  of  income  to  shareholders  shall 
not  be  treated  as  a  business  purpose. 

"(2)  Personal  service  corporation.— For 
purposes  of  this  subsection,  the  term  'per- 
sonal service  corporation'  has  the  meaning 
given  such  term  by  section  269A(b)(lJ, 
except  that  section  269A(b)(2)  shall  be  ap- 
plied— 

"(A)  by  substituting  'any'  for  'more  than 
10  percent',  and 

"(B)  by  substituting  'any'  for  'SO  percent 
or  more  in  value'  in  section  318(a)(2)(C). " 

(2)  Conforming  amendment.— Section 
267(a)  (relating  to  matching  of  deduction 
and  payee  income  in  the  case  of  expenses 
and  interest)  is  amended  by  adding  at  the 


end  thereof  the  following  new  sentence:  "For 
purposes  of  this  paragraph,  in  the  case  of  a 
personal  service  corporation  (within  the 
meaning  of  section  441(i)(2)),  such  corpora- 
tion and  any  employee-owner  (within  the 
meaning  of  section  269A(b)(2),  as  modified 
by  section  441(i)(2))  shall  be  treated  as  per- 
sons specified  in  subsection  (b)." 

(d)  Coordination  With  S2-S3  Week 
Period.— Section  441(f)  (relating  to  election 
of  year  consisting  of  S2-S3  weeks)  is  amend- 
ed by  redesignating  paragraph  (3)  as  para- 
graph (4)  and  by  inserting  after  paragraph 
(2)  the  following  new  paragraph: 

"(3)  Special  rule  for  partnerships,  s  cor- 
porations, AND  PERSONAL  SERVICE  CORPORA- 
TIONS.—The  Secretary  may  by  regulation 
provide  terms  and  conditions  for  the  appli- 
cation of  this  subsection  to  a  partnership,  S 
corporation,  or  personal  service  corporation 
(within  the  meaning  of  section  441(i)(2))." 

(e)  Effective  Date.— 

(1)  In  general.— The  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31,  1986. 

(2)  Change  in  accounting  period.— In  the 
case  of  any  taxpayer  required  by  the  amend- 
ments made  by  this  section  to  change  its  ac- 
counting period  for  any  taxable  year— 

(A)  such  change  shall  be  treated  as  initiat- 
ed by  the  taxpayer, 

(B)  such  change  shall  be  treated  as  having 
been  made  with  the  consent  of  the  Secretary, 
and 

(C)  with  respect  to  any  partner  or  share- 
holder of  an  S  corporation  which  is  required 
to  include  the  items  from  more  than  1  tax- 
able year  of  the  partnership  or  S  corporation 
in  any  1  taxable  year,  income  in  excess  of 
expenses  of  such  partnership  or  corporation 
for  the  short  taxable  year  required  by  such 
amendments  shall  be  taken  into  account  rat- 
ably in  each  of  the  first  4  taxable  years  (in- 
cluding such  short  taxable  year)  beginning 
after  December  31,  1986.  unless  such  partner 
or  shareholder  elects  to  include  all  such 
income  in  the  short  taxable  year. 
Subparagraph  (C)  shall  apply  to  a  share- 
holder of  an  S  corporation  only  if  such  cor- 


"(B)  the  aggregate  amount  treated  as  allo- 
cable installment  indebtedness  vnth  respect 
to  applicable  installment  obligations 
which— 

"(i)  are  outstanding  as  of  the  close  of  such 
taxable  year,  but 

"(ii)  did  not  arise  during  such  taxable 
year. 

"(2)  Installment  percentage.— The  term 
'installment  percentage'  means  the  percent- 
age (not  in  excess  of  100  percent)  determined 
by  dividing— 

"(A)  the  face  amount  of  all  applicable  in- 
stallment obligations  of  the  taxpayer  out- 
standing as  of  the  close  of  the  taxable  year, 
by 

"(B)  the  sum  of— 

"(i)  the  aggregate  adjusted  bases  of  all 
assets  not  described  in  clause  Hi)  held  as  of 
the  close  of  the  taxable  year,  and 

"(ii)  the  face  amount  of  all  installment  ob- 
ligations outstanding  as  of  such  time. 
For  purposes  of  subparagraph  (Bid),  a  tax- 
payer may  elect  to  compute  the  aggregate 
adjusted  bases  of  all  assets  using  the  deduc- 
tion for  depreciation  which  is  used  in  com- 
puting earnings  and  profits  under  section 
312(k). 

"(3)  Special  rules  for  personal  use  prop- 
erty.—For  purposes  of  this  subsection— 

"(A)  for  purposes  of  paragraph  (2)(B), 
there  shall  not  be  taken  into  account  any 
personal  use  property  (within  the  meaning 
of  section  1275(b)(3))  held  by  an  individual 
or  any  installment  obligation  arising  from 
the  sale  of  such  property,  and 

"(B)  for  purposes  of  computing  the  tax- 
payer's average  quarterly  indebtedness 
under  paragraph  (1)(A),  there  shall  not  be 
taken  into  account  any  indebtedness  with 
respect  to  which  substantially  all  of  the 
property  securing  such  indebtedness  is  prop- 
erty described  in  subparagraph  lAi. 

"(4)  Special  rule  for  casual  sales.— If  the 
taxpayer  has  no  applicable  installment  obli- 
gations descritted  in  subclause  (I)  or  HI)  of 
subsection  (e)(l)(A)(i)  outstanding  at  any 
time  during  the  taxable  year,  then  the  tax- 
payer's  allocable   installment   indebtedness 


poration  was  an  S  corporation  for  a  taxable    /or  such  taxable  year  shall  be  computed  by 

using  the  taxpayer's  indebtedness  as  of  the 
close  of  such  taxable  year  in  lieu  of  the  tax- 
payer's average  quarterly  indebtedness. 

"(c)  Treatment  of  Subsequent  Pay- 
ments.— 

"(1)  Payments  treated  as  receipt  of  tax 
PAID  AMOUNTS.— If  any  amount  is  treated  as 
received  under  subsection  (a)  (after  applica- 
tion of  subsection  (d)(2))  with  respect  to  any 
applicable  installment  obligation,  subse- 
quent payments  received  on  such  obligation 
shall  not  be  taken  into  account  for  purposes 
of  sections  453  and  453A  to  the  extent  that 
the  aggregate  amount  of  such  subsequent 
payments  does  not  exceed  the  aggregate 
amount  treated  as  received  on  such  obliga- 
tion under  subsection  (a). 

"(2)  Reduction  of  allocable  installment 
INDEBTEDNESS.— For  purposcs  of  applying 
subsection  (b)(1)(B)  for  the  taxable  year  in 
which  any  payment  to  which  paragraph  <1) 
of  this  subsection  applies  was  received  (and 
for  any  subsequent  taxable  year),  the  alloca- 
ble installment  indebtedness  with  respect  to 
the  applicable  installment  obligation  shaU 
be  reduced  (but  not  t>elow  zero)  by  the 
amount  of  such  payment  not  taken  into  ac- 
count try  reason  of  paragraph  (1). 

"(d)  LiMTTATiON  Based  on  Total  Contract 
Price.— 

"(1)  In  general.— The  amount  treated  as 
received  under  subsection  (a)  (after  applica- 
tion of  paragraph  (2))  with  respect  to  any 
applicable  installment  obligation  for  any 


year  beginning  in  1986. 

Subtitle  B— Treatment  of  Installment 
Obligations 

SEC  «;;.  allocation  of  indebtedness  as  pay- 
ment OS  installment  obliga  tion. 

(a)  In  General.— Subpart  B  of  part  II  of 
subchapter  E  of  chapter  1  (relating  to  tax- 
able year  for  which  item  of  gross  income  in- 
cluded) is  amended  by  inserting  after  sec- 
tion 453B  the  following  new  section: 

"SEC  4S3C.  CERTAIN  INDEBTEDNESS  TREATED  AS 
PAYMENT  ON  INSTALLMENT  OBLIGA- 
TIONS. 

"(a)  General  Rule.— For  purposes  of  sec- 
tions 453  and  4S3A,  if  a  taxpayer  has  alloca- 
ble installment  indebtedness  for  any  taxable 
year,  such  indebtedness— 

"(1)  shall  be  allocated  on  a  pro  rata  basis 
to  any  applicable  installment  obligation  of 
the  taxpayer  which— 

"(A)  arises  in  such  taxable  year,  and 

"(B)  is  outstanding  as  of  the  close  of  such 
taxable  year,  and 

"(2)  shall  be  treated  as  a  payment  received 
on  such  obligation  as  of  the  close  of  such 
taxable  year. 

"(b)  Allocable  Installment  Indebted- 
ness.—For  purposes  of  this  section— 

"(1)  In  general.— The  term  'allocable  in- 
stallment indebtedness'  means,  with  respect 
to  any  taxable  year,  the  excess  (if  any)  of— 

"(A)  the  installment  percentage  of  the  tax- 
payer's average  quarterly  indebtedness  for 
such  taxable  year,  over 
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taxable  year  shall  not  exceed  the  excess  (if 
any)  of— 
"I A)  the  total  contract  price,  over 
"(B)   any   portion   of  the   total   contract 
price  received  under  the  contract  before  the 
close  of  such  taxable  year— 

"HI  including  amounts  so  treated  under 
subsection  (a)  for  all  preceding  taxable  years 
(after  application  of  paragraph  (21).  but 

"(ii)  not  including  amounts  not  taken 
into  account  by  reason  of  subsection  (c). 

"(2)  Excess  allocable  installment  indebt- 
EDNESs.—If  after  application  of  paragraph 
(1).  the  allocable  installment  indebtedness 
for  any  taxable  year  exceeds  the  amount 
which  may  be  allocated  to  applicable  in- 
stallment obligations  arising  in  (and  out- 
standing as  of  the  close  of/  such  taxable 
year,  such  excess  shall— 

"(A)  subject  to  the  limitations  of  para- 
graph (1),  be  allocated  to  applicable  install- 
ment obligations  outstanding  as  of  the  close 
of  such  taxable  year  which  arose  in  preced- 
ing taxable  years,  beginning  with  applicable 
installment  obligations  arising  in  the  earli- 
est preceding  taxable  year,  and 

"(B)  be  treated  as  a  payment  under  subsec- 
tion (a)(2). 

"(e)  Definitions  and  Special  Rules.— For 
purposes  of  this  section— 

"(1)  Applicable  installment  obligation.— 

"(A)  In  general.— The  term  applicable  in- 
stallment obligation'  means  any  obliga- 
tion— 

"(X)  which  arises  from  the  disposition— 

"(I)  after  February  28.  1986.  of  personal 
property  under  the  installment  method  by  a 
person  who  regularly  sells  or  otherwise  dis- 
poses of  personal  property  of  the  same  type 
on  the  installment  plan. 

"(ID  after  February  28.  1986.  of  real  prop- 
erty under  the  installment  method  which  is 
held  by  the  taxpayer  for  sale  to  customers  in 
the  ordinary  course  of  the  taxpayer's  trade 
or  business,  or 

"(III)  after  August  16.  1986.  of  real  proper- 
ty under  the  installment  method  which  is 
property  used  in  the  taxpayers  trade  or 
business  or  property  held  for  the  production 
of  rental  income,  but  only  if  the  sales  price 
of  such  property  exceeds  SI 50.000  (deter- 
mined after  application  of  the  rule  under 
the  last  sentence  of  section 
1274(c)(3)(A)(ii)l.  and 

"(ii)  which  is  held  by  the  seller  or  a 
memt>er  of  the  same  affiliated  group  (within 
the  meaning  of  section  1504(a),  but  without 
regard  to  section  1504(b))  as  the  seller. 

"(B)  Exception  for  personal  use  and  farm 
PROPERTY.-The  term  'applicable  installment 
obligation'  shall  not  include  any  obligation 
which  arises  from  the  disposition— 

"(i)  by  an  individual  of  personal  use  prop- 
erty (within  the  meaning  of  section 
127S(b)(3)).  or 

"(ii)  of  any  property  used  or  produced  in 
the  trade  or  business  of  farming  (within  the 
meaning  of  section  2032A(e)  (4)  or  (5)). 

"(2)  Aggregation  rules.— For  purposes  of 
this  section,  all  persons  treated  as  a  single 
employer  under  section  52  shall  be  treated  as 
1  taxpayer.  The  Secretary  shall  prescribe  reg- 
ulations for  the  treatment  under  this  section 
of  transactions  between  such  persons. 

"(3)  Aggregation  of  OBUOATioNs.—The 
Secretary  may  by  regulations  provide  that 
all  (or  any  portion  of)  applicable  install- 
ment obligations  of  a  taxpayer  may  be  treat- 
ed as  1  obligatioTL 

"(4)  Exception  for  sales  of  timeshares 
and  residential  lots.— 

"(A)  In  general.— If  a  taxpayer  elects  the 
application  of  this  paragraph,  this  section 
shall  not  apply  to  any  installment  obliga- 
tion which— 
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"(i)  arises  from  a  sale  in  the  ordinary 
course  of  the  taxpayer's  trade  or  business  to 
an  individual  of— 

"(I)  a  timeshare  right  to  use  or  a  time- 
share  ownership  interest  in  residential  real 
property  for  not  more  than  6  weeks,  or  a 
right  to  use  specified  campgrounds  for  recre- 
ational purposes,  or 

"(II)  any  residential  lot  but  only  if  the  tax- 
payer (or  any  related  person)  is  not  to  make 
any  improvements  with  respect  to  such  lot, 
and 

"(ii)  which  is  not  guaranteed  by  any 
person  other  than  an  individual. 
For  purposes  of  clause  (i)(I).  a  timeshare 
right  to  use  (or  timeshare  ownership  interest 
in)  property  held  by  the  spouse,  children, 
grandchildren,  or  parents  of  an  individual 
shall  be  treated  as  held  by  such  individual. 

"(B)  Interest  on  deferred  tax.— If  sub- 
paragraph (A)  applies  to  any  installment  ob- 
ligation, interest  shall  be  paid  on  the  por- 
tion of  any  tax  for  any  taxable  year  (deter- 
mined without  regard  to  any  deduction  al- 
lowable for  such  interest)  which  is  attributa- 
ble to  the  receipt  of  payments  on  such  obli- 
gation in  such  year  (other  than  payments  re- 
ceived in  the  taxable  year  of  the  sale).  Such 
interest  shall  be  computed  for  the  period 
from  the  date  of  the  sale  to  the  date  on 
which  the  payment  is  received  using  the  ap- 
plicable Federal  rate  under  section  1274 
(without  regard  to  subsection  (d)(2)  or  (3) 
thereof)  in  effect  at  the  time  of  the  sale,  com- 
pounded semiannually. 

"(C)  Time  for  payment.— Any  interest  pay- 
able under  this  paragraph  with  respect  to  a 
payment  shall  be  treated  as  an  addition  to 
tax  for  the  taxable  year  in  which  the  pay- 
ment is  received,  except  that  the  amount  of 
such  interest  shall  be  taken  into  account  in 
computing  the  amount  of  any  deduction  al- 
lowable to  the  taxpayer  for  interest  paid  or 
accrued  during  such  taxable  year. 

"(5)  Regulations.— The  Secretary  shall 
prescribe  regulations  as  may  be  necessary  to 
carry  out  the  purposes  of  this  section,  in- 
cluding regulations— 

"(A)  disallowing  the  use  of  the  installment 
method  in  whole  or  in  part  for  transactions 
in  which  the  rules  of  this  section  otherwise 
would  be  avoided  through  the  use  of  related 
parties,  pass-through  entities,  or  interme- 
diaries. 

"(B)  providing  for  the  proper  treatment  of 
reserves  (including  consistent  treatment 
with  assets  held  in  the  reserves),  and 

"(C)  providing  that  subsection  (b)(4)  shall 
not  apply  where  necessary  to  prevent  the 
avoidance  of  the  application  of  this  sec- 
tion. " 

(b)  Clerical  Amendment.— The  table  of  sec- 
tions for  subpart  B  of  part  II  of  subchapter 
E  of  chapter  1  is  amended  by  inserting  after 
the  item  relating  to  section  453B  the  follow- 
ing new  item: 

"Sec  4S3C.  Certain  indebtedness  treated  as 
payments  on  installment  obli- 
gations. " 

(c)  Effective  Dates.— 

(1)  In  general.— Except  as  otherwise  pro- 
vided in  this  section,  the  amendments  made 
by  this  section  shall  apply  to  taxable  years 
ending  after  December  31,  1986,  with  respect 
to  dispositions  after  February  28,  1986. 

(2)  Exception  for  certain  sales  of  prop- 
ertv  by  a  manufacturer  to  a  dealer.— 

(A)  In  general.— The  amendments  made  by 
this  section  shall  not  apply  to  any  install- 
ment obligation  arising  from  the  disposition 
of  tangible  personal  property  by  a  manufac- 
turer (or  any  affiliate)  to  a  dealer  if— 


(i)  the  dealer  is  obligated  to  pay  on  such 
obligation  only  when  the  dealer  resells  (or 
rents)  the  property. 

(ii)  the  manufacturer  has  the  right  to  re- 
purchase the  property  at  a  fixed  (or  ascer- 
tainable) price  after  no  later  than  the  9- 
month  period  beginning  with  the  date  of  the 
sale,  and 

(Hi)  such  disposition  is  in  a  taxable  year 
with  respect  to  which  the  requiremerits  of 
subparagraph  (B)  are  met. 

(B)  Receivables  must  be  at  least  so  per- 
cent OF  TOTAL  SALES.— 

(i)  In  GENERAL.— The  requirements  of  this 
subparagraph  are  met  with  respect  to  any 
taxable  year  if  for  such  taxable  year  and  the 
preceding  taxable  year  the  aggregate  face 
amount  of  installment  obligations  described 
in  subparagraph  (A)  is  at  least  50  percent  of 
the  total  sales  to  dealers  giving  rise  to  such 
obligations. 

(ii)  Taxpayer  must  fail  for  z  consecutive 
YEARS.— A  taxpayer  shall  be  treated  as  failing 
to  meet  the  requirements  of  clause  (i)  only  if 
the  taxpayer  fails  to  meet  the  50-percent  test 
for  both  the  taxable  year  and  the  preceding 
taxable  year. 

(C)  Transition  RULE.— An  obligation  issued 
before  the  date  of  the  enactment  of  this  Act 
shall  be  treated  as  described  in  subpara- 
graph (A)  if.  within  60  days  after  such  date, 
the  taxpayer  modifies  the  terms  of  such  obli- 
gation to  conform  to  the  requirements  of 
subparagraph  (A). 

(D)  Application  with  other  obligations.— 
In  applying  section  4S3C  of  the  Internal 
Revenue  Code  of  1986  to  any  installment  ob- 
ligations to  which  the  amendments  made  by 
this  section  apply,  obligations  described  in 
subparagraph  (A)  shall  not  be  treated  as  ap- 
plicable installment  obligations  (within  the 
meaning  of  section  453C(e)(l)  of  such  Code). 

(E)  Other  requirements.— This  paragraph 
shall  apply  only  if  the  taxpayer  meets  the  re- 
quirements of  subparagraphs  (A)  and  (B)  for 
its  first  taxable  year  beginning  after  the 
date  of  the  enactment  of  this  Act. 

(3)  Exception  for  certain  obligations.— 
In  applying  the  amendments  made  by  this 
section  to  any  installment  obligation  of  a 
corporation  incorporated  on  January  13, 
1928,  the  following  indebtedness  shall  not  be 
taken  into  account  in  determining  the  allo- 
cable installment  indebtedness  of  such  cor- 
poration under  section  453C  of  the  Internal 
Revenue  Code  of  1986  (as  added  by  this  sec- 
tion): 

(A)  12^/,  percent  subordinated  debentures 
with  a  total  face  amount  of  $175,000,000 
issued  pursuant  to  a  trust  indenture  dated 
as  of  September  1,  1985. 

(B)  A  revolving  credit  term  loan  in  the 
maximum  amount  of  S130.000.000  made 
pursuant  to  a  revolving  credit  and  security 
agreement  dated  as  of  September  6,  1985, 
payable  in  various  stages  xeith  final  pay- 
ment due  on  August  31,  1992. 

This  paragraph  shall  also  apply  to  indebted- 
ness which  replaces  indebtedness  described 
in  this  paragraph  if  such  indebtedness  does 
not  exceed  the  amount  and  maturity  of  the 
indebtedness  it  replaces. 

(4)  Special  rule  for  residential  condomin- 
ium project.— For  purposes  of  applying  the 
amendments  made  by  this  section,  the  term 
applicable  installment  obligation  (within 
the  Tneaning  of  section  453C(e)(l)  of  the  In- 
ternal Revenue  Code  of  1986)  shall  not  in- 
clude any  obligation  arising  in  connection 
with  sales  from  a  residential  condominium 
project— 

(A)  for  which  a  contract  to  purchase  land 
for  the  project  wcu  entered  into  at  least  5 
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years  before  the  date  of  the  enactment  of  this 
Act. 

(Bl  with  respect  to  which  land  for  the 
project  was  purchased  before  September  26. 
1985, 

(CI  with  respect  to  which  building  permits 
for  the  project  were  obtained,  and  construc- 
tion commenced,  before  September  26,  1985, 

(D)  in  conjunction  with  which  not  less 
than  80  units  of  low-income  housing  are 
deeded  to  a  tax-exempt  organization  desig- 
nated by  a  local  government,  and 

IE)  with  respect  to  which  at  ■  least 
$1,000,000  of  expenses  were  incurred  before 
September  26,  1985. 

(D)  the  portion  of  the  net  adjustment 
taken  into  account  in  the  1st  taxable  year  of 
the  taxpayer  ending  after  December  31,  1986, 
shall  not  exceed  15  percent  of  such  adjust- 
ment, and 

(E)  the  remaining  portion  of  such  adjust- 
ment shall  be  taken  into  account  ratably  in 
the  2nd,  3rd,  and  4th  years  ending  after  De- 
cember 31,  1986. 

(51  Special  rule  for  qualified  buyout.— 
The  amendments  made  by  this  section  shall 
apply  for  taxable  years  ending  after  Decem- 
ber 31,  1991.  to  a  corporation  if— 

(A)  such  corporation  was  incorporated  on 
May  25.  1984.  for  the  purpose  of  acquiring 
all  of  the  stock  of  another  corporation. 

(B)  such  acquisition  took  place  on  October 
23.  1985, 

(C)  in  connection  with  such  acquisition, 
the  corporation  incurred  indebtedness  of  ap- 
proximately S 15 1.000. 000.  and 

(D)  substantially  all  of  the  slock  of  the  cor- 
poration is  owned  directly  or  indirectly  by 
employees  of  the  corporation  the  stock  of 
which  was  acquired  on  October  23.  1985. 

(6)  Special  rule  for  sales  of  real  proper- 
ty by  dealers.— In  the  case  of  installment 
obligations  arising  from  the  sale  of  real 
property  in  the  ordinary  course  of  the  trade 
or  business  of  the  taxpayer,  any  gain  attrib- 
utable to  allocable  installment  indebtedness 
allocated  to  any  such  installment  obliga- 
tions which  arise  (or  are  deemed  to  arise/- 

(A)  in  the  1st  taxable  year  of  the  taxpayer 
ending  after  December  31,  1986.  shall  be 
taken  into  account  ratably  over  the  3  tax- 
able years  beginning  with  such  1st  taxable 
year,  and 

(B>  in  the  2nd  taxable  year  of  the  taxpayer 
ending  after  December  31.  1986,  shall  be 
taken  into  account  ratably  over  the  2  tax- 
able years  beginning  with  such  2nd  taxable 
year. 

(7)  Special  rule  for  sales  of  personal 
property  by  dealers.— In  the  case  of  install- 
ment obligations  arising  from  the  sale  of 
personal  property  in  the  ordinary  course  of 
the  trade  or  business  of  the  taxpayer,  solely 
for  purposes  of  determining  the  time  for 
payment  of  tax  and  interest  payable  urith  re- 
spect to  such  tax— 

(A)  any  increase  in  tax  imposed  by  chap- 
ter 1  of  the  Internal  Revenue  Code  of  1986 
for  the  1st  taxable  year  of  the  taxpayer 
ending  after  December  31,  1986,  by  reason  of 
the  amendments  made  by  this  section  shall 
be  treated  as  imposed  ratably  over  the  3  tax- 
able years  beginning  with  such  1st  taxable 
year,  and 

(B)  any  increase  in  tax  imposed  by  such 
chapter  1  for  the  2nd  taxable  year  of  the  tax- 
payer ending  after  December  31,  1986,  (de- 
termined without  regard  to  subparagraph 
(A) J  by  reason  of  the  amendments  made  by 
this  section  shall  be  treated  as  imposed  rat- 
ably over  the  2  taxable  years  beginning  with 
such  2d  taxable  year. 

(8)  Treatment  of  certain  installment  ob- 
UOATIONS.-Notwithstanding     the     amend- 


ments made  by  subtitle  B  of  title  III.  gain 
with  respect  to  installment  payments  re- 
ceived pursuant  to  notes  issued  in  accord- 
ance with  a  note  agreement  dated  as  of 
August  29.  1980.  where— 

(A)  such  note  agreement  was  executed  pur- 
suant to  an  agrecTnent  of  purchase  and  sale 
dated  Apnl  25.  1980, 

(B)  more  than  '/}  of  the  installment  pay- 
ments of  the  aggregate  principal  of  such 
notes  have  been  received  by  August  29,  1986, 
and 

(C)  the  last  installment  payment  of  the 
principal  of  such  notes  is  due  August  29, 
1989. 

shall  be  taxed  at  a  rate  of  28  percent 

SEC.  812.  DISALLOWASCE  OF  ISE  OF  ISSTALLMEST 
METHOD  FOR  CERTAIS  OBLIG.WIONS. 

(a)  In  General.— Section  453  (relating  to 
installment  method)  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsec- 
tion: 

"(j)  Current  Inclusion  in  Case  of  Revolv- 
ing Credit  Plans,  Etc.— In  the  case  of— 

"(l),any  disposition  of  personal  property 
under  a  revolving  credit  plan,  or 

"(2)  any  installment  obligation  arising 
out  of  a  sale  of— 

"(A)  stock  or  securities  which  are  traded 
on  an  established  securities  market  or 

"(B)  to  the  extent  provided  in  regulations, 
property  (other  than  stock  or  securities)  of  a 
kind  regularly  traded  on  an  established 
market. 

subsection  (a)  and  section  453A  shall  not 
apply,  and.  for  purposes  of  this  title,  all  pay- 
ments to  be  received  shall  be  treated  as  re- 
ceived in  the  year  of  disposition.  The  Secre- 
tary may  provide  for  the  application  of  this 
subsection  in  whole  or  in  part  for  transac- 
tions in  which  the  rules  of  this  subsection 
otherwise  would  be  avoided  through  the  use 
of  related  parties,  pass-thru  entities,  or  in- 
termediaries. " 

(b)  Conforming  Amendments.— 

(II  Section  453A(a)(2l  (relating  to  install- 
ment method  for  dealers  in  personal  proper- 
tyl  is  amended  by  striking  out  the  last  sen- 
tence thereof. 

(21  Section  453A  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsec- 
tion: 

"(ci  Cross  Reference.— 

"For  ditallowance  of  use  of  installment  method 
for  certain  obligations,  fee  section  453(jl.  " 

(cl  Effective  Date.— 

(1)  In  general.— Except  as  provided  in 
paragraph  (21.  the  amendment  made  by  sub- 
section (a)  shall  apply  to  taxable  years  be- 
ginning after  December  31.  1986. 

(21  Change  in  method  of  accounting.— In 
the  case  of  any  taxpayer  who  made  sales 
under  a  revolving  credit  plan  and  was  on 
the  installment  method  under  section  453  or 
453A  of  the  Internal  Revenue  Code  of  1986 
for  such  taxpayer's  last  taxable  year  begin- 
ning before  January  1,  1987.  the  amend- 
ments made  by  this  section  shall  be  treated 
as  a  change  in  method  of  accounting  for  its 
1st  taxable  year  beginning  after  December 
31,  1986.  and- 

(A)  such  change  shall  be  treated  as  initiat- 
ed by  the  taxpayer, 

(B)  such  change  shall  be  treated  as  having 
been  made  with  the  consent  of  the  Secretary, 
and 

(Cl  the  period  for  taking  into  account  ad- 
justments under  section  481  of  such  Code  by 
reason  of  such  change  shall  not  exceed  4 
years. 


Subtitle  C— Other  Provisions 
sec.  hil  income  attribvtable  to  itiutt  serv-  . 

ICES. 

(a)  In  General.— Section  451  (relating  to 
general  rule  for  taxable  year  of  inclusion)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(f)  Special  Rule  for  Utility  Services  — 

"(II  In  general.— In  the  case  of  a  taxpayer 
the  taxable  income  of  which  is  computed 
under  an  accrual  method  of  accounting,  any 
income  attributable  to  the  sale  or  furnishing 
of  utility  services  to  customers  shall  be  in- 
cluded in  gross  income  not  later  than  the 
taxable  year  in  which  such  services  are  pro- 
vided to  such  customers. 

"(21  Definition  and  special  rule.— For  pur- 
poses of  this  subsection— 

"(Al  Utility  services.— The  term  'utility 
services'  includes— 

"(il  the  providing  of  electrical  energy, 
water,  or  sewage  disposal. 

"(iil  the  furnishing  of  gas  or  steam 
through  a  local  distribution  system. 

"(iiil  telephone  or  other  communication 
services,  and 

"(iv)  the  transporting  of  gas  or  steam  by 
pipeline. 

■■(Bl  Year  in  which  services  provided.— 
The  taxable  year  in  which  services  are  treat- 
ed as  provided  to  customers  shall  not.  in 
any  manner,  be  determined  by  reference  to— 

"(il  the  period  in  which  the  customers' 
meters  are  read,  or 

"(iil  the  period  in  which  the  taxpayer  bills 
(or  may  billl  the  customers  for  such  service." 

(bl  Effective  Date.— 

(II  In  general.  — The  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31.  1986. 

(2)  Change  in  method  of  accounting.— If  a 
taxpayer  is  required  by  the  amendments 
made  by  this  section  to  change  its  method  of 
accounting  for  any  taxable  year— 

lAi  such  change  shall  be  treated  as  initiat- 
ed by  the  taxpayer. 

(Bl  such  change  shall  be  treated  as  having 
been  made  with  the  consent  of  the  Secretary, 
and 

(Cl  the  adjustments  under  section  481  of 
the  Internal  Revenue  Code  of  1954  by  reason 
of  such  change  shall  be  taken  into  account 
ratably  over  a  period  no  longer  than  the 
first  4  taxable  years  beginning  after  Decem- 
ber 31.  1986. 

(3)  Special  rule  for  certain  cycle  bill- 
iNG.—If  a  taxpayer  for  any  taxable  year  be- 
ginning before  August  16.  1986.  for  purposes 
of  chapter  1  of  the  Internal  Revenue  Code  of 
1986  took  into  account  income  from  services  . 
described  in  section  451(fi  of  such  Code  (as 
added  by  subsection  (all  on  the  basis  of  the 
period  in  which  the  customers'  meters  were 
read,  then  such  treatment  for  such  year  shall 
be  deemed  to  be  proper. 

SEC  ««.  REPEAL  OF  APPLICATIOS  OF  DISCHARGE 
OF  ISDEBTEDNESS  RILES  TO  QIALI- 
FIED  Bl  SIS  ESS  INDEBTEDNESS 

(a)  General  Rule.— Paragraph  (1)  of  sec- 
tion 108(a)  (relating  to  exclusion  from  gross 
income  of  income  from  discharge  of  indebt- 
edness) is  amended  by  striking  out  subpara- 
graph (C).  by  inserting  "or"  at  the  end  of 
subparagraph  (A),  and  by  striking  out  ",  or" 
at  the  end  of  subparagraph  (B)  and  insert- 
ing in  lieu  thereof  a  period. 

(bl  Conforming  Amendments.— 

(II  Paragraph  (2)  of  section  108(al  is 
amended  to  read  as  follows: 

"(2)  Coordination  of  exclusions.— Sub- 
paragraph (Bl  of  paragraph  (1)  shall  not 
apply  to  a  discharge  which  occurs  in  a  title 
11  case." 
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(21  Section  108  U  amended  by  sinking  out  made  by  IhU  section  shall  apply  to  amounU  for  the  fact  that  it  U  a  foreign  corporation. 

subsection  'O.  received  after  December  31.  1986.  in  taxable  In  the  case  of  any  such  foreign  corporation, 

i  ,  K     !    J         V*  amended-  years  ending  after  suck  date.  this  section  shall  apply  only  with  respect  to 

1    ftVs7rtA:iL°lr-3?i'/'//„t^  >n,    ,H,         '"   ^"^^^'^'^  °^  ^^'-"'^   ^'■r^'<  ^^'""^y  loans  outstanding  L  interest  on  which  is 

andfcr  ea^h^Leit  n^^nrlTth    i.     H  ""^^^-^^  amendments   made   by  this  effectively  connected  with  the  conduct  of  a 

ina   h^r.TL^^^  tiA'i^f       hV  l^^'^t  '^'''*°"  *''""  "°'  "^P'"  '°  amounts  which  banking  business  within  the  United  States." 

Zr^ZZi  ^^fnZ  %  n   H           ,''^°'^'"?.  °^  "J'  P"'"  ^y  ""-  ^^"^  ^'^'^^y  Department  of  ,2)  Reserve  dedvction  not  available  for 

m^!^^subsec^otZand?^^^^^^^  '^^1^"'^"''  l^^otection  for  construction  large  SANKS.-Section   585   is  amended  by 

Zj  by  str^kno  out  Z  l^t  sentence  of  %  ^"^T'''"''^  •^"'^'-  *"PP'J'  P'°^'^^'  '"  ^""^^  'Adding  at  the  end  thereof  the  following  new 

'L/  oy  sinKing  out  tne  last  sentence  of  of  dnnkmg  water  contamination  and  which  subsection- 

"'^/nf^h      /  I            .  ..     ^                      V  ,.  "'■^  designated  by  such  department  as  being  ■■(c)    Section   Not    To   Apply   to   Large 

D    by  striking  out  -under  paragraph  14)  taken  into  account  under  this  paragraph  Banks- 

teSof    ''''"'''"'''    °'     "•    P«^°^'-°P'^    '''  Not  rnore  than  S4.631.000  of  such  amounts  -a/ In  OENERAL-In  the  case  of  a  large 

14,  Section  lOlVaXZ,  is  amended  by  strik-  Tence      ^''^'"''"^  ""'^^^  '"^  preceding  sen-  barik.  this  section  shall  not  apply  (and  no 

ing  out  ",  (b,(5J.  or  (cXlXA)-  and  inserting        (3)   Treatment  of  certain  cnNr^m,rr,ns,^  deduction  shall  be  allowed  under  any  other 

in  lieu  thereof -or  (bX5r.  bv^rIn^^ortaTioT aZIr^t^-^T^^^^  I'ZTr^^ fTba^^lT '°' ''''' '^'''''°''  '° 

,m^nTou?"o          f;i;'^  "  ""'"''"  '"  rnentsmadeby  this  section  shall  not  apply  ''^TL^EZTs^'-For  purposes  of  this 

YcTef^ct^ve    Date -The     amendments  '°  ^°.'J.''3''"/'°"«  '"  «'"  °-^  construction  by  a  subsection,  a  bank  is  a  large  bank  if.  for  the 

made  trtMssecZn   shaU   ap7ytrdU-  """^'/'f'    /'""''^Po^  "'j""    authority    which  taxable  year  (or  for  any  preceding  taxable 

charges  after  December  31  1986  "'^'1  ^^^"'^^  identified  in  a  master  plan  in  year  beginning  after  December  31.  1986,- 

SEC  H2,  REPETo^DEUicro^^^^  ^'^ence  On  September  13.  1984.  and  which  -ua,    the    average    adjusted    bases    of  all 

KtPEALOF^DEmCTios  FOR  Qi  AUFIED  are  designated  by  such  authority  as  being  assets  of  such  bank  exceeded  $500,000,000.  or 

(a.  General  Rule -Section  466  (relatina  .?  f "  ""°  ^'^'^o""'  "«<'«'■  "»"  paragraph.  '(B,  such  bank  was  a  member  of  a  parent- 

to    guameT  discounf  coupons    redeemed  r°'  '"°''  ^ °w  *««-''^,T''  °f  ^^^^  ^°""^''"-  subsidiary  controlled  group  and  the  average 

after  close  of  taiableyear,7srevealeT  ''"?  """^ ^^  designated  under  the  preceding  adjusted  bases  of  all  assets  of  such  group  ex- 

^(b,  Co^^^i^G  iS;;^'^'"''''  I'^'^Z'h  ^ZZTtl"'  °^  '"",  P^'-f^'^'^P''-  °  ceeded  $500,000,000. 

(1,   Paragraph    (5)    of  section    461(h>    is  ""f'/'^''^ /':°"«PO'-'"''on    aui/ionfv    ts    an  -(3,  4-year  spread  of adjvstments.- 

amended  by  striking  out  subparagraph  (CI  ^1','"  "L     J   'f'"          ,'^t°'^  February  20.  -(A)  In  aENERAL.-Except  as  provided  in 

and  by  redesignating  subparagraph  (D,  as  f,!f/'  .            ,      T  "'""  "j*^'*  ^^  «"  "''^'■-  Paragraph    (4,.    in    the   case   of  any   bank 

subparagraph  (C,  *"*lf  ^°'"P0«"'  ""'^  consented  to  by  Congress  which  for  its  last  taxable  year  before  the  dis- 

121  The  table  of  contents  for  subpart  C  of  "'/f?'^.              89-774.  80  Stat.  1324  (1966,.  qualification  year  maintained  a  reserve  for 
part   II  of  subchapter  E   of  chapter  1    is  rl*J'lZ''^rn  °'  ,""''1,"'  ^''«P'^«^'"«-  bad  debts- 
amended  by  striking  out  the  item  relating  to  ZnrhfnT.jL^^     ^ll^'J' T^  ^  '"i""'^  "'^'  '"^  Provisions  of  this  subsection  shall 
section  466.  "f"'^  beginning  May  1.  1986.  if  such  partner-  be  treated  as  a  change  in  the  method  of  ac- 

(c>  Effective  Date.-  *'"P   realized  net  capital  gain  during  the  counting  of  such  bank  for  the  disqualifica- 

(1>  In  GENERAL.-The  amendments  made  by  ^1?°'^  beginning  on  the  1st  day  of  such  tax-  tion  year. 

thU  section  shall  apply  to  taxable  years  be-  '*°'^  f!"''  """  ending  on  May  29.  1986.  pur-  -(u,    such    change    shall    be    treated    as 

ginning  after  December  31.  1986.  i"°,„oi°f."  indemnity  agreement  dated  May  having  been  made  with  the  consent  of  the 

(2,  Change  in  method  of  accounting  -In  °'  •'***•  '"^"  *"'^''  partnership  may  elect  to  Secretary,  and 
the  case  of  any  taxpayer  who  elected  to  have  "^"-^  '^"'^"  '"^^^  '°  which  such  net  capital  '(iii,  the  net  amount  of  adjustments  re- 
section 466  of  the  Internal  Revenue  Code  of  f°'"  relates  as  having  been  distributed  to  quired  by  section  481(a)  to  be  taken  into  ac- 
1954  apply  for  such  taxpayers  last  taxable  ,"*  Partners  of  such  partnership  in  propor-  count  by  the  taxpayer  shall  be  taken  into  ac- 
year  beginning  before  January  1.  1987.  and  "°'*  '°  their  distributive  share  of  the  capital  count  in  each  of  the  4  taxable  years  begin- 
U  required  to  change  its  method  of  account-  '°"'  *"■ '°"  realized  by  the  partnership  with  ning  with  the  disqualification  year  with- 
ing  by  reason  of  the  amendments  made  by  respect  to  such  asset  and  to  treat  each  such  v/y  the  amount  taken  into  account  for  the 
this  section  for  any  taxable  year-  °f^".  *"  ""i""!'  been  sold  by  each  partner  on  ist  of  such  taxable  years  being  the  greater  of 

(A,  such  change  shall  be  treated  as  initiat-  '"^  "t^'*  "•'  '"*  *"'«  °^  '■^^  asset  by  the  part-  20  percent  of  such  net  amount  or  such  great- 

ed  by  the  taxpayer.  nership.  If  such  an  election  is  made,  the  con-  er  amount  as  the  taxpayer  may  designate, 

(Bi  such  change  shall  be  treated  as  having  sideration   received   by   the  partnership  in  and 

been  made  with  the  consent  of  the  Secretary,  (^or^r^ection  with  the  sale  of  such  assets  shall  v//;  the  amount  taken  into  account  in 

and  be  treated  as  having  been  received  by  the  each  of  the  3  succeeding  taxable  years  being 

(C,   the   net   amount   of  adjustments   re-  Partners  in  connection  with  the  deemed  sale  equal  to  the  applicable  fraction  (determined 

quired  by  section  481  of  the  Internal  Reve-  °f  such  assets.  In  the  case  of  a  tiered  part-  in  accordance  with  the  following  table  for 

nue  Code  of  1986  to  be  taken  into  account  by  riership,  for  purposes  of  this  paragraph  each  the  taxable  year  involved)  of  the  portion  of 

the  taxpayer  shall-  partnership  shall  be  treated  as  having  real-  such   net  amount  not   taken  into  account 

a,  be  reduced  by  the  balance  in  the  sus-  ^^d  net  capital  gain  equal  to  its  proportion-  under  subclause  (I), 

pense  account  under  section  466(e)  of  such  "'^  share  of  the  net  capital  gain  of  each 

Code  as  of  the  close  of  such  last  taxable  year  partnership  in  which  it  is  a  partner,  and  the  ^^  applicable 

and                                                                     '  election  provided  by  this  paragraph  shall  ^^  ^^  '^'"e  of  the—                      fraction  is— 

(HI  be  taken  into  account  over  a  peHod  apply  to  each  tier  1st  succeeding  year 2/9 

not  longer  than  4  years.  TITLE  IX— FINANCIAL  INSTITUTIONS  ^"?  succeeding  year 1/3 

SEC  M4.  INCLISIOS  IS  CROSS  ISCOME  OF  CONTHI-  SEC.  Ml.  UMITA  TIO.SS  ON  HAD  DEBT  RESERVES.  succeeding  year. 4/9. 

BniOSS  IN  AID  OF  COSSTRVCTION.                  ,a)    LARGE   BANKS   NOT  EUOIBLE   FOR    BaD  "(B)  SUSPENSION  OF  RECAPTURE  FOR  TAXABLE 

(a)  GENERAL  Rule.— Section  118  (relating  Debt  Reserves  —  i"*^"  fOR   which  bank  is  financially  trou- 
to  contributions  to  the  capital  of  a  corpora-        (}/  is  aENERAL.-Subsection  (al  of  section  bled.- 

tion)  IS  amended  by  sinking  out  subsections  585  (relating  to  reserves  for  losses  on  loans  "<^>  t"  oenerau-Iu  the  case  of  a  bank 
(b,  and  ic.  by  redesignating  subsection  (d,  of  banks,  is  amended  to  read  as  follows-  which  is  a  financially  troubled  bank  for  any 
as  subsection  (C.  and  by  inserting  afUr  sub-  "(a.  Reserve  for  Bad  Debts.-  taxable  year- 
section  (a,  the  following  new  subsection:  '(1,  In  general. -Except  as  provided  in  '  (I,  no  adjustment  shall  be  taken  into  ac- 
■(b.  Contributions  in  Aid  of  Construc-  subsection  (C.  a  bank  shall  be  allowed  a  de-  count  under  subparagraph  (A,  for  such  tax- 
tion.  Etc.— For  purposes  of  subsection  (a),  duction  for  a  reasonable  addition  to  a  re-  able  year,  and 

the  term  -contribution  to  the  capital  of  the  serve  for  bad  debts.  Such  deduction  shall  be  "(II>  such  taxable  year  shall  be  disregard- 
taxpayer'  does  not  include  any  contribution  in  lieu  of  any  deduction  under  section  ed  in  determining  whether  any  other  taxable 
in  aid  of  construction  or  any  other  contn-  166(a).  year  U  a  taxable  year  for  which  an  adjust- 
bution  as  a  customer  or  potential  custom-  "(2)  Bank.— For  purposes  of  this  section—  ment  is  required  to  be  taken  into  account 
^r-"                                                                             "(A)  In  GENERAL.-The  term,  'bank'  means  under  subparagraph  (A)  or  the  amount  of 

(b)  Technical  Amendment.— Subsection  (c)  any  bank  (as  defined  in  section  581,  other  such  adjustment 

of  section  362  (relating  to  special  rules  for  than  an  organization  to  which  section  593  "(ii)   Exception  for  elective  recapture 

certain  contnbutions  to  capital)  is  amended  applies.  for  ist  year.— Clause  (i)  shall  not  apply  to 

by  striking  out  paragraph  (3).                                  "(B)  Banking  business  of  united  states  the  1st  taxable  year  referred  to  in  subpara- 

(c.  Effective  Date.—  branch  of  foreign  corporation.— The  term  graph  (AXiiiXI)  if  the  taxpayer  designates 

(1)  In  general.- Except  as  otherwise  pro-  "bank'   also    includes    any    corporation    to  an  amount  in  accordance  with  such  sub- 

vided  in  this  subsection,   the  amendments  which  subparagraph  (A)  would  apply  except  paragraph. 
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"tiii)  Financially  troubled  bank.— For 
purposes  of  clause  (i>,  the  term  'financially 
troubled  bank'  means  any  bank  if,  for  the 
taxable  year,  the  nonperforming  loan  per- 
centage of  such  bank  exceeds  75  percent. 

"(iv)  Nonperforming  loan  percentage.— 
For  purposes  of  clause  (iiil.  the  term  'non- 
performing  loan  percentage'  means  the  per- 
centage determined  by  dividing— 

"(I)  the  sum  of  the  outstanding  balances  of 
nonperforming  loans  of  the  bank  as  of  the 
close  of  each  quarter  of  the  taxable  year,  by 
"(J!)  the  sum  of  the  amounts  of  equity  of 
the  bank  as  of  the  close  of  each  such  quarter. 
In  the  case  of  a  bank  which  is  a  member  of  a 
parent-subsidiary  controlled  group  for  the 
taxable  year,  the  preceding  sentence  shall  be 
applied  with  respect  to  such  group. 

"Iv/  Other  definitions.— For  purposes  of 
this  subparagraph— 

"It)  Nonperforming  loans.— The  term 
'nonperforming  loan'  means  any  loan  which 
is  considered  to  be  nonperforming  by  the 
primary  Federal  regulatory  agency  with  re- 
spect to  the  bank. 

"Ill)  Equity.— The  term  'equity'  means  the 
equity  of  the  bank  as  determined  for  Federal 
regulatory  purposes. 

"lO  Coordination  with  estimated  ta.x 
PAYMENTS.— For  purposcs  of  applying  section 
6655ld)l3)  with  respect  to  any  installment, 
the  determination  under  subparagraph  IB) 
of  whether  an  adjustment  is  required  to  be 
taken  into  account  under  subparagraph  lA) 
shall  be  made  as  of  the  last  day  prescribed 
for  payment  of  such  installment. 

"14)  Elective  cut-off  method.— If  a  bank 
makes  an  election  under  this  paragraph  for 
the  disqualification  year— 

"I A)  the  provisions  of  this  subsection  shall 
not  be  treated  as  a  change  in  the  method  of 
accounting  of  the  taxpayer  for  purposes  of 
section  481, 

"IB)  the  taxpayer  shall  continue  to  main- 
tain its  reserve  for  loans  held  by  the  bank  as 
of  the  1st  day  of  the  disqualification  year 
and  charge  against  such  reserve  any  losses 
resulting  from  loans  held  by  the  bank  as  of 
such  1st  day.  and 

"lO  no  deduction  shall  be  allowed  under 
this  section  lor  any  other  provision  of  this 
subtitle)  for  any  addition  to  such  reserve  for 
the  disqualification  year  or  any  subsequent 
taxable  year. 

"15)  Definitions.— For  purposes  of  this  sub- 
section— 

"lA)  Parent-subsidiary  controlled 
GROUP.— The  term  'parent-subsidiary  con- 
trolled group'  means  any  controlled  group  of 
corporations  described  in  section  1563la)il). 
In  determining  the  average  adjusted  bases  of 
assets  held  by  such  a  group,  interests  held  by 
one  member  of  such  group  in  another 
member  of  such  group  shall  be  disregarded. 
"(B)  Disqualification  year.— The  term 
'disqualification  year'  means,  tcith  respect 
to  any  bank,  the  Isl  taxable  year  beginning 
after  December  31,  1986,  for  which  such 
bank  was  a  large  bank  if  such  bank  main- 
tained a  reserve  for  bad  debts  for  the  preced- 
ing taxable  year. " 

lb)  Reserves  of  Domestic  Building  and 
Loan  Associations,  Mutual  Savings  Banks, 
and  Cooperative  Banks.— 

11)  In  general.— Subsection  la)  of  section 
S93  (relating  to  reserves  for  losses  on  loans) 
is  amended  to  read  as  follows: 
"(a)  Reserve  for  Bad  Debts.— 
"(1)  In  general.— Except  as  provided  in 
paragraph  (2),  in  the  case  of— 

"(A)  any  domestic  building  and  loan  asso- 
ciation, 
"(B)  any  mutual  savings  bank,  or 


"lO  any  cooperative  bank  without  capital 
stock  organized  and  operated  for  mutual 
purposes  and  without  profit, 
there  shall  be  allowed  a  deduction  for  a  rea- 
sonable addition  to  a  reserve  for  bad  debts. 
Such  deduction  shall  be  in  lieu  of  any  de- 
duction under  section  1661a). 

'12)  Organization  mist  meet  so-percent 
ASSET  TEST  OF  SECTION  ?70iiaii I9i.—This  Sec- 
tion shall  apply  to  an  association  or  bank 
referred  to  in  paragraph  Hi  only  if  it  meets 
the  requirements  of  section  7701ia)il9)lC)." 

12)  Limitation  on  percentage  or  taxable 
INCOME  METHOD.— Paragraph  12)  of  section 
5931b)  Irelating  to  percentage  of  taxable 
income  method)  is  amended— 

lAi  by  striking  out  subparagraphs  lA),  IB), 
and  iC)  and  inserting  in  lieu  thereof  the  fol- 
lowing: 

"lAl  In  general.— Subject  to  subpara- 
graphs IB)  and  IC).  the  amount  determined 
under  this  paragraph  for  the  taxable  year 
shall  be  an  amount  equal  to  8  percent  of  the 
taxable  income  for  such  year. 

"IB/  Reduction  for  amounts  referred  to 
IN  paragraph  (iHA'.—The  amount  determined 
under  subparagraph  lA)  shall  be  reduced 
(but  not  below  0)  by  the  amount  determined 
under  paragraph  11)1  A).",  and 

IB/  by  redesignating  subparagraphs  iDi 
and  IE)  as  subparagraphs  IC/  and  ID),  re- 
spectively. 

13/  Repeal  of  percentage  method  of  com- 
puting RESERVES  FOR  BAD  DEBTS.— SubsectiOn 

lb)  of  section  593  Irelating  to  addition  to  re- 
serves for  bad  debts)  is  -amended  by  striking 
out  paragraphs  13/  and  15/  and  by  redesig- 
nating paragraph  I4)  as  paragraph  I3). 

14)  Section  ssj  reserves  not  treated  as 
preference  for  purposes  of  section  291.— 
Subparagraph  lA)  of  section  291ie)il)  idefin- 
ing  financial  institution  preference  item)  is 
amended  by  striking  out  "or  593". 

ic)  Repeal  of  Section  586.— Section  586 
Irelating  to  reserves  for  losses  on  loans  of 
small  business  investment  companies,  etc.) 
is  hereby  repealed. 

Id)  Conforming  Amendments.— 

ID  Amendment  to  section  5 ss.- Paragraph 
ID  of  section  585(b)  is  amended  by  striking 
out  "section  166lc)"  and  inserting  in  lieu 
thereof  "subsection  la)". 

12)  Amendments  to  section  S93.— 

lA)  Paragraph  U)  of  section  5931b)  is 
amended  by  striking  out  "section  1661c)" 
and  inserting  in  lieu  thereof  "subsection 
la)". 

IB)  Subparagraph  IB)  of  section  593(b)(1) 
is  amended— 

li)  by  striking  out  "paragraph  (2),  13).  or 
14),  whichever  amount  is  the  largest"  and 
inserting  in  lieu  thereof  "paragraph  12)  or 
13),  whichever  is  the  larger",  and 

Hi)  by  striking  out  "paragraph  (4)"  in 
clause  (i)  and  inserting  in  lieu  thereof 
"paragraph  (3)". 

(B)  Subparagraph  (V/  of  section  593(b)(2) 
las  redesignated  by  subsection  Ib)i2))  is 
amended  by  striking  out  "the  applicable  per- 
centage Idetermined  under  subparagraphs 
I  A)  and  (B))"  and  inserting  in  lieu  thereof 
"8  percent". 

(C)  Subparagraph  (B)  of  section  S93(e)(D 
is  amended  by  striking  out  "subsection 
(b)(4)"  and  inserting  in  lieu  thereof  "subsec- 
tion (b)(3)". 

13)  Bonds,  etc.,  losses  and  gains  of  finan- 
cial INSTITUTtONS.— 

(A)  Paragraph  ID  of  section  5821c)  (relat- 
ing to  bondi,  etc.,  losses  and  gains  of  finan- 
cial institutions)  is  amended  by  striking  out 
"a  financial  institution  to  which  section 
585,  586,  or  593  applies"  and  inserting  in 
lieu  thereof  "a  financial  institution  referred 
to  in  paragraph  (S)". 


iBi  Subsection  Ic)  of  section  582  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  paragraph: 

"15)  Financial  institutions  to  which  para- 
graph 1 1 1  APPLIES.— 

"lA/  In  general.— For  purposes  of  para- 
graph ID,  the  financial  institutions  referred 
to  in  this  paragraph  are— 

"li)  any  bank  land  any  corporation  which 
would  be  a  bank  except  for  the  fact  it  is  a 
foreign  corporation). 

"Hi/  any  financial  institution  referred  to 
in  section  591. 

'liii)  any  small  business  investment  com- 
pany operating  under  the  Small  Business 
Investment  Act  of  1958.  and 

"Hv)  any  business  development  corpora- 
tion. 

"IB)  Business  development  corporation.- 
For  purposes  of  subparagraph  lAl.  the  term 
'business  development  corporation'  means  a 
corporation  which  was  created  by  or  pursu- 
ant to  an  act  of  a  State  legislature  for  pur- 
poses of  promoting,  maintaining,  and  as- 
sisting the  economy  and  industry  within 
such  State  on  a  regional  or  statewide  basis 
by  making  loans  to  be  used  m  trades  and 
businesses  which  would  generally  not  be 
made  by  banks  within  such  region  or  State 
in  the  ordinary  course  of  their  business 
lexcept  on  the  basis  of  a  partial  participa- 
tion), and  which  u-  operated  primarily  for 
such  purposes. 

■IC)  Limitations  on  foreign  banks.— In  the 
case  of  a  foreign  corporation  referred  to  in 
subparagraph  lA/H).  paragraph  ID  shall 
only  apply  to  gams  and  losses  which  are  ef- 
fectively connected  with  the  conduct  of  a 
banking  business  in  the  United  Stales." 
14)  Other  conforming  amendments. — 
(A)  Subsection  ig)  of  section  166  is  amend- 
ed by  striking  out  paragraphs  13)  and  i4/. 

iB/  Subparagraph  IF/  of  section  172ib/iD 
IS  amended  by  striking  out  "to  which  sec- 
tion 585.  586,  or  593  applies"  and  inserting 
in  lieu  thereof  'referred  to  in  section 
5821015)". 

IC)  Clause  H)  of  section  291ie/il/iB/  is 
amended  by  striking  out  "to  which  section 
585  or  593  applies"  and  inserting  in  lieu 
thereof  "which  is  a  bank  las  defined  in  sec- 
tion 582ia/i2))  or  to  which  section  593  ap- 
plies". 

ID)  Section  596  is  amended  by  striking  out 
"an  amount  equal  to"  and  all  that  follows 
down  through  the  period  at  the  end  thereof 
and  inserting  in  lieu  thereof  "an  amount 
equal  to  8  percent  of  such  total  amount". 

IE)   Paragraph    14)   of  section    856ia)   is 
amended  by  striking  out  "to  which  section 
585.  586,  or  593  applies" 
lieu      thereof     "referred 
5821015)". 

IF)  Subsection  (O  of 
amended  by  striking  out 
585  or  593  applies"  and 
thereof  "which  is  a  bank  las  defined  in  sec- 
tion 585(a)(2))  or  to  which  section  593  ap- 
plies". 

(G)  Subparagraph  (B)  of  section 
1361ib)i2)  is  amended  by  striking  out  'to 
which  section  585  or  593  applies"  and  in- 
serting in  lieu  thereof  "which  is  a  bank  (as 
defined  in  section  585la)(2))  or  to  which  sec- 
tion 593  applies". 

(H)  The  table  of  sections  for  part  I  of  sub- 
chapter H  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  586. 

le)  Effective  Date.— The  amendment» 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 
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SEC.    Mt    ISTEREST   lyClWtBD    TO    CARKY    TAX- 
EXEMPT  BO.\DS. 

faf  General  Rule.— Section  265  'relating 
to  expenses  and  interest  relating  to  tax- 
exempt  income)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"(bt  Pro  Rata  Allocation  of  Interest  Ex- 
pense OF  Financial  Institutions  to  Tax- 
Exempt  Interest.  — 

"ID  In  general.— In  the  case  of  a  financial 
institution,  no  deduction  shall  be  allowed 
for  that  portion  of  the  taxpayer's  interest  ex- 
pense which  is  allocable  to  tax-exempt  inter- 
est 

"121  Allocation.— For  purposes  of  para- 
graph il),  the  portion  of  the  taxpayer's  in- 
terest expense  which  is  allocable  to  tax- 
exempt  interest  is  an  amount  which  bears 
the  same  ratio  to  such  interest  expense  as— 

"(A/  the  taxpayer's  average  adjusted  bases 
(within  the  meaning  of  section  1016)  of  tax- 
exempt  obligations  acquired  after  August  7, 
1986.  bears  to 

"(B)  such  average  adjusted  bases  for  all 
assets  of  the  taxpayer. 

"(3)  Exception  for  certain  tax-exempt  ob- 
ugations.— 

"(A)  In  GENERAL.— Any  qualified  tax- 
exempt  obligation  acquired  after  August  7, 
1986.  shall  be  treated  for  purposes  of  para- 
graph 12)  and  section  291(e)'l)(B)  as  if  it 
were  acquired  on  August  7,  1986. 

"(B)  Qualified  tax-exempt  obligation.- 
For  purposes  of  subparagraph  (A),  the  term 
'qualified  tax-exempt  obligation'  means  a 
tax-exempt  obligation  which— 

"(i)  is  not  a  private  activity  bond  (as  de- 
fined in  section  141).  and 

"(it)  is  designated  by  the  issuer  for  pur- 
poses of  this  paragraph. 
For  purposes  of  the  preceding  sentence  and 
subparagraph  (C).  a  qualified  501(c)(3)  bond 
(as  defined  in  section  1451  shall  not  be  treat- 
ed as  a  private  activity  bond. 

"(C)  Limitation  on  issuer.— An  obligation 
issued  by  an  issuer  during  any  calendar 
year  shall  not  be  treated  as  a  qualified  tax- 
exempt  obligation  unless  the  reasonably  an- 
ticipated amount  of  qualified  tax-exempt 
obligations  (other  than  private  activity 
bonds)  which  will  be  issued  by  such  issuer 
during  such  calendar  year  does  not  exceed 
$10,000,000. 

"(D)  Overall  tio.ooo.ooo  limitation.— Not 
more  than  $10,000,000  of  obligations  issued 
by  an  issuer  during  any  calendar  year  may 
be  designated  by  such  issuer  for  purposes  of 
this  paragraph. 

"(E)  Aggregation  of  issvERS.—For  pur- 
poses of  subparagraphs  (C)  and  (D).  an 
issuer  and  all  subordinate  entities  thereof 
shall  be  treated  as  1  issuer. 

"(4)  Definitions.— For  purposes  of  this  sub- 
section— 

"(A)  Interest  expense.— The  term  'interest 
expense'  means  the  aggregate  amount  allow- 
able to  the  taxpayer  as  a  deduction  for  inter- 
est for  the  taxable  year  (determined  without 
regard  to  this  subsection  and  section  291). 
For  purposes  of  the  preceding  sentence,  the 
term  'interest'  includes  amounts  (whether  or 
not  designated  as  interest)  paid  in  respect  of 
deposits.  investment  certificates.  or 
withdrawable  or  repurchasable  shares. 

"(B)  Tax-exempt  obligation.— The  term 
'tax-exempt  obligation'  means  any  obliga- 
tion the  interest  on  which  is  wholly  exempt 
from  taxes  imposed  by  this  subtitle.  Such 
term  includes  shares  of  stock  of  a  regulated 
investment  company  which  during  the  tax- 
able year  of  the  holder  thereof  distributes 
exempt-interest  dividends. 

"(5)  Financial  iNSTnvnoN.—For  purposes 
of  this  subsection,  the  term  financial  insti- 
tution '  means  any  person  who— 
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"(A)  accepts  deposits  from,  the  public  in 
the  ordinary  course  of  such  person's  trade  or 
business,  and  is  subject  to  Federal  or  State 
supervision  as  a  financial  institution,  or 

"(B)  is  a  corporation  described  in  section 
585(a)(2). 

"(6)  Special  rules.— 

"(A)  Coordination  with  subsection  lai.—If 
interest  on  any  indebtedness  is  disallowed 
under  subsection  (a)  with  respect  to  any  tax- 
exempt  obligation— 

"(i)  such  disallowed  interest  shall  not  be 
taken  into  account  for  purposes  of  applying 
this  subsection,  and 

"(ii)  for  purposes  of  applying  paragraph 
(2).  the  adjusted  basis  of  such  tax-exempt  ob- 
ligation shall  be  reduced  (but  not  below 
zero)  by  the  amount  of  such  indebtedness. 

"(B)  Coordination  with  section  2S3a.— 
This  section  shall  be  applied  before  the  ap- 
plication of  section  263A  (relating  to  capi- 
talization of  certain  expenses  where  taxpay- 
er produces  property). " 

(b)  Repeal  of  Special  Treatment  for  Cer- 
tain Financial  Institutions.— Paragraph  (2) 
of  section  265  (as  in  effect  on  the  day  before 
the  date  of  the  enactment  of  this  Act)  is 
amended  by  striking  out  the  second  sen- 
tence. 

(c)  Termination  of  Reduction  in  Deduc- 
tion FOR  Interest  Allocable  to  Tax-Exempt 
Obligations  Under  Section  291.— 

(1)  In  general.— Clause  (i)  of  section 
291(e)(1)(B)  (relating  to  interest  on  debt  to 
carry  tax-exempt  obligations  acquired  after 
December  31,  1982)  is  amended  by  striking 
out  "after  December  31,  1982"  and  inserting 
in  lieu  thereof  'after  December  31,  1982.  and 
before  August  8,  1986". 

(2)  Technical  amendments.— Subparagraph 
(B)  of  section  291(e)(1)  is  amended— 

(A)  by  striking  out  "(but  for  this  para- 
graph)" in  clause  fi)  and  inserting  in  lieu 
thereof  "(but  for  this  paragraph  or  section 
265(b))", 

(B)  by  striking  out  "without  regard  to  this 
section"  in  clause  (ii)  and  inserting  in  lieu 
thereof  "without  regard  to  this  section  and 
section  265(b)". 

(C)  by  striking  out  "after  December  si, 
1982"  in  the  subparagraph  heading  and  in- 
serting in  lieu  thereof  ""after  December  si, 

1 9S2,  AND  BEFORE  AUGUST  8.  1986",  and 

(D)  by  adding  at  the  end  thereof  the  fol- 
lowing new  clause: 

'"(iv)  Application  of  subparagraph  to  cer- 
tain OBLIGATIONS  ISSUED  AFTER  AUGUST  7. 
I98S.— 

"For  application  of  this  subparagraph  to  certain 
obligatioiu  itBued  after  August  7,  1986,  see  teetion 
2S5(bH3).  " 

(d)  Clerical  Amendment.— Section  265  is 
amended  by  striking  out  ""No  deduction 
shall  be  allowed  for—"  and  inserting  in  lieu 
thereof  the  following: 

""(a)  General  Rule.— No  deduction  shall  be 
allowed  for—  ". 

(e)  Conforming  Amendments.— 

(1)  Section  163(h)(12)  is  amended  by  strik- 
ing out  "section  265(2)"  and  inserting  in 
lieu  thereof  "section  265(a)(2). 

(2)  Section  1277(c)  is  amended  ty  striking 
out  "'section  265(5)"  and  inserting  in  lieu 
thereof  ""section  265(a)(5)". 

(f)  Effective  Date.— 

(1)  In  general.— Except  as  provided  in  this 
subsection,  the  amendments  made  by  this 
section  shall  apply  to  taxable  years  ending 
after  December  31,  1986. 

(2)  Obligations  acquired  pursuant  to  cer- 
tain commitments.— For  purposes  of  sections 
265(b)  and  291(e)(1)(B)  of  the  InUmal  Reve- 
nue Code  of  1986,  any  tax-exempt  obligation 


which  is  acquired  after  August  7.  1986,  pur- 
suant to  a  direct  or  indirect  written  com- 
mitment— 

(A)  to  purchase  or  repurchase  such  obliga- 
tion, and 

(B)  entered  into  on  or  before  September  25, 
1985, 

.ihall  be  treated  as  an  obligation  acquired 
before  August  8,  1986. 

(3)  Transitional  rules.— For  purposes  of 
sections  265(b)  and  291(e)(1)(B)  of  the  Inter- 
nal Revenue  Code  of  1986,  obligations  with 
respect  to  any  of  the  following  projects  shall 
be  treated  as  obligations  acquired  before 
August  8.  1986,  in  the  hands  of  the  first  and 
any  subsequent  financial  institution  acquir- 
ing such  obligations: 

(A)  Park  Forest,  Illinois,  redevelopment 
project. 

(B)  Clinton,  Tennessee,  Carriage  Trace 
project. 

(C)  Savannah.  Georgia.  Mall  Terrace 
Warehouse  project. 

(D)  Chattanooga,  Tennessee,  Warehouse 
Row  project. 

(E)  Dalton,  (Georgia,  Towne  Square 
project. 

(F)  Milwaukee,  Wisconsin.  Standard  Elec- 
tric Supply  Company— distribution  compa- 
ny. 

(G)  Wausau,  Wisconsin,  urban  renewal 
project. 

(H)  Cassville.  Missouri,  U DAG  project. 

II)  Outlook  Envelope  Company— plant  ex- 
pansion. 

(J)  Woodstock,  Connecticut,  Crabtree 
Warehouse  partnership. 

(K)  Louisville.  Kentucky.  Speed  Mansion 
renovation  project 

(L)  Charleston.  South  Carolina,  water- 
front project 

(M)  New  Orleans.  Lousiana,  Upper  Pon- 
tabla  Building  renovation. 

(N)  Woodward  Wight  Building. 

(0)  Minneapolis.  Minnesota,  Miller  Mill- 
ing Company— flour  mill  project 

(P)  Birmingham.  Alabama.  Club  Apart- 
ments. 

(Q)  Charlotte.  North  Carolina— qualified 
mortgage  bonds  acquired  by  NCNB  bank 
($5,250,000). 

(R)  Grand  Rapids.  Michigan,  Central 
Bank  project 

(S)  Ruppman  Marketing  Services,  Inc.— 
building  project 

(4)  Additional  transitional  rule.— Obliga- 
tions issued  pursuant  to  an  allocation  of  a 
State's  volume  limitation  for  private  activi- 
ty bonds,  which  allocation  was  made  by  Ex- 
ecutive Order  25  signed  by  the  Governor  of 
the  State  on  May  22,  1986  (as  such  order 
may  be  amended  before  January  1,  1987), 
shall  be  treated  as  acquired  on  or  before 
August  7,  1986.  in  the  hands  of  the  first  and 
any  subsequent  financial  institution  acquir- 
ing such  obligation.  The  aggregate  face 
amount  of  obligations  to  which  this  sub- 
paragraph applies  shall  not  exceed 
$200,000,000. 

SEC.  JAI.  termination  OF  SPECIAL  lO-YEAR  CARRY- 
BACK RILES  FOR  CERTAIN  FINANCIAL 
INSTITl'TIO.\S;  .SEW  SPECIAL  CARRY- 
OVER RILES  FOR  CERTAIN  LOSSES. 

(a)  Termination  of  Special  10-Year  Carry- 
back Rules  for  Certain  Financial  Instttu- 

TIONS.— 

(1)  Subparagraph  (FJ  of  section  1 72(b)(1) 
(relating  to  years  to  which  loss  may  be  car- 
ried) is  amended  by  striking  out  "after  De- 
cember 31,  1975,"  and  inserting  in  lieu 
thereof  "after  December  31,  1975,  and  t>efore 
January  1,  1987,". 

(2)  Subparagraph  (G)  of  section  172tb)(l) 
is  amended  by  striking  out  "after  December 
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31,  1969,"  and  inserting  in  lieu  thereof 
"after  December  31,  1969,  and  before  Janu- 
ary 1,  1987,". 

<3)  Subparagraph  (HI  of  section  llZlbKl) 
is  amended— 

(A)  by  striking  out  "after  December  31. 
1981,"  and  inserting  in  lieu  thereof  "after 
December  31,  1981.  and  before  January  1, 
1987,",  and 

(B)  by  striking  out  "after  December  31, 
1984,"  and  inserting  in  lieu  thereof  "after 
December  31,  1984,  and  before  January  1, 
1987,". 

(bl  Special  10-Year  Carryback  for  Bad 
Debt  Losses  of  Commercial  Banks:  Addi- 
tional 3- Year  Carryforward  for  Losses  of 
Thrift  Institutions.— 

(II  In  GENERAL.-Paragraph  (li  of  section 
1 72(bl  (relating  to  year  to  which  loss  may  be 
carriedl  is  amended  by  adding  at  the  end 
thereof  the  following  new  subparagraphs: 

"(L)  Bad  debt  losses  of  commercial 
banks.— In  the  case  of  any  bank  (as  defined 
in  section  585(al(2ll,  the  portion  of  the  net 
operating  loss  for  any  taxable  year  begin- 
ning after  December  31.  1986.  and  before 
January  1.  1994.  which  is  attributable  to  the 
deduction  allowed  under  section  166(aJ  shall 
be  a  net  operating  loss  carryback  to  each  of 
the  10  taxable  years  preceding  the  taxable 
year  of  the  loss  and  a  net  operating  loss  car- 
ryover to  each  of  the  5  taxable  years  follow- 
ing the  taxable  year  of  such  loss. 

"(Ml  Losses  of  thrift  institutions.— In 
the  case  of  an  organization  to  which  section 
593  applies,  in  lieu  of  applying  subpara- 
graph (Fl.  a  net  operating  loss  for  any  tax- 
able year  beginning  after  December  31.  1981. 
and  before  January  1.  1986.  shall  be  a  net 
operating  loss  carryback  to  each  of  the  10 
taxable  years  preceding  the  taxable  year  of 
such  loss  and  shall  be  a  net  operating  loss 
carryover  to  each  of  the  8  taxable  years  fol- 
lowing the  taxable  year  of  such  loss. " 
(21  Technical  amendments.— 
(Al  Subparagraph  (Al  of  section  172(bl(ll 
is  amended  by  striking  out  "and  (Kl"  and 
inserting  in  lieu  thereof  "(K).  (LI.  and  (Ml". 
(Bl  Subparagraph  (Bl  of  section  172(bl(ll 
is  amended  by  striking  out  "and  (J I"  and  in- 
serting in  lieu  thereof  "(J I.  (L).  and  (Ml". 

(CI  Section  172  is  amended  by  redesignat- 
ing subsection  (II  as  subsection  (ml  and  by 
inserting  after  subsection  (kl  the  following 
new  subsection: 

"(II  Rules  Relating  to  Bad  Debt  Losses 
OF  Commercial  Banks.— For  purposes  of  this 
section— 

"(II  Portion  attributable  to  deduction 
FOR  BAD  DEBTS.— The  portion  of  the  net  oper- 
ating loss  for  any  taxable  year  which  is  at- 
tributable to  the  deduction  allowed  under 
section  166(al  shall  be  the  excess  of— 

"(il  the  net  operating  loss  for  such  taxable 
year,  over 

"(HI  the  net  operating  loss  for  such  tax- 
able year  determined  without  regard  to  the 
amount  allowed  as  a  deduction  under  sec- 
tion 166(al  for  such  taxable  year. 

"(21  Coordination  with  subsection  ibi(2i.— 
In  applying  paragraph  (21  of  subsection  (bl, 
the  portion  of  the  net  operating  loss  for  any 
taxable  year  which  is  attributable  to  the  de- 
duction allowed  under  section  166(al  shall 
be  treated  in  a  manner  similar  to  the 
manner  in  which  a  foreign  expropriation 
loss  is  treated. " 
(c)  Effective  Date.— 

(II  In  GENERAL.-Except  as  provided  in 
paragraph  (21,  the  amendments  made  by 
this  section  shall  apply  to  losses  incurred  in 
taxable  years  t>eginning  after  December  31, 
1986. 

(2)  Additional  carryforward  period  for 
LOSSES    OF    THFJFT   INSTITUTIONS.— Subpara- 


graph (Ml  of  section  172(bl(ll  of  the  Inter- 
nal Revenue  Code  of  1986  (as  added  by  this 
sectioni  shall  apply  to  losses  incurred  in 
taxable  years  beginning  after  December  31, 
1981. 

SEC.    9W.    REPEAL    OF  SPECIAL    REOKCA.MZATION 
RILES  FOR  Fl\A.\CIAL  I.VSTITITIONS. 

(al  General  Rule.— Subparagraph  (Dl  of 
section  368(a)(3l  (relating  to  agency  receiv- 
ership proceedings  which  involve  financial 
institutionsi  is  amended  to  read  as  follows: 

"(Dl    Agency    receivership    proceedings 

WHICH    INVOLVE    FINANCIAL    INSTITUTIONS.— For 

purposes  of  subparagraphs  (Al  and  (Bl.  in 
the  case  of  a  receivership,  foreclosure,  or 
similar  proceeding  before  a  Federal  or  State 
agency  involving  a  financial  institution  re- 
ferred to  in  section  581  or  591,  the  agency 
shall  be  treated  as  a  court. " 

(bl  Repeal  of  Special  Treatment  for 
FSLIC  Financial  Assistance.— 

(II  Section  597  (relating  to  FSLIC  finan- 
cial assistancel  is  hereby  repealed. 

(21  The  table  of  sections  for  part  II  of  sub- 
chapter H  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  597. 

Id  Effective  Dates.— 

(II  Subsection  lai.—The  amendments 
made  by  subsection  (al  shall  apply  to  acqui- 
sitions after  December  31.  1988,  in  taxable 
years  ending  after  such  date. 

(21  Subsection  ib>.— 

(Al  In  GENERAL.— The  amendments  made  by 
subsection  (bl  shall  apply  to  transfers  after 
December  31,  1988.  in  taxable  years  ending 
after  such  date:  except  that  such  amend- 
ments shall  not  apply  to  transfers  after  such 
date  pursuant  to  an  acquisition  to  which 
the  amendments  made  by  subsection  (al  do 
not  apply. 

(Bl     Clarification     of     treatment     of 

AMOUNTS  EXCLUDED  UNDER  SECTION  597.— Sec- 
tion 265(al(ll  of  the  Internal  Revenue  Code 
of  1986  (as  amended  by  this  titlel  shall  not 
deny  any  deduction  by  reason  of  such  deduc- 
tion ()eing  allocable  to  amounts  excluded 
from  gross  income  under  section  597  of  the 
Internal  Revenue  Code  of  1954  (as  in  effect 
on  the  day  before  the  date  of  the  enactment 
of  this  Actl. 

SEC  MS.  TREATMEST  OF  LOSSES  O.V  DEPOSITS  OR 
ACCOISTS  IS  /.VSOi^■£^T  FI.\A.\CIAL 
l.\STITiTIO\S 

(al  In  General.— Section  165  (relating  to 
lossesi  is  amended  by  redesignating  subsec- 
tion (II  as  subsection  (ml  and  by  inserting 
after  subsection  (kl  the  following  new  sub- 
section: 

"(I)  Treatment  of  Certain  Losses  in  Insol- 
vent Financial  Institutions.— 

"(II  In  general.— If— 

"(Al  as  of  the  close  of  the  taxable  year,  it 
can  reasonably  be  estimated  that  there  is  a 
loss  on  a  qualified  individual's  deposit  in  a 
qualified  financial  institution,  and 

"(Bl  such  loss  is  on  account  of  the  bank- 
ruptcy or  insolvency  of  such  institution, 
then  the  taxpayer  may  elect  to  treat  the 
amount  so  estimated  as  a  loss  described  in 
subsection  (cl(3l  incurred  during  the  taxable 
year 

"(21     QUAUFIED     INDIVIDUAL     DEFINED.— FOr 

purposes  of  this  subsection,  the  term  'quali- 
fied individual'  means  any  individual 
except  an  individual— 

"(Al  who  owns  at  least  1  percent  in  value 
of  the  outstanding  stock  of  the  qualified  fi- 
nancial institution, 

"(Bl  who  is  an  officer  of  the  qualified  fi- 
nancial institution, 

"(C)  who  is  a  sibling  (whether  by  the 
whole  or  half  bloodi,  spouse,  aunt,  uncle, 
nephew,  niece,  ancestor,  or  lineal  descend- 
ant of  an  individual  deacrit>ed-in  subpara- 
graph (Al  or  (Bl,  or 


"(Dl  who  otheriDise  is  a  related  person  fas 
defined  in  section  267(bll  with  respect  to  an 
individual  descntted  in  subparagraph  (Al  or 
(Bl. 

"(31  Qualified  financial  institution.— For 
purposes  of  this  subsection,  the  term  'quali- 
fied financial  institution'  means— 

"(Al  any  bank  (as  defined  in  section  5811, 
"(Bl  any  institution  described  in  section 
591, 

"(Cl  any  credit  union  the  deposits  or  ac- 
counts in  which  are  insured  under  Federal 
or  State  law  or  are  protected  or  guaranteed 
under  State  law.  or 

"(Dl  any  similar  institution  chartered  and 
supervised  under  Federal  or  State  law. 

"(41  Deposit.— For  purposes  of  this  subsec- 
tion, the  term  'deposit'  means  any  deposit, 
withdrawable  account,  or  withdrawable  or  _ 
repurchasable  share. 

"(51  Election.— Any  election  by  the  tax- 
payer under  this  subsection  may  be  revoked 
only  with  the  consent  of  the  Secretary  and 
shall  apply  to  all  losses  of  the  taxpayer  on 
deposits  in  the  institution  with  respect  to 
which  such  election  was  made. 

"(61  Coordination  with  section  ns.— Sec- 
tion 166  shall  not  apply  to  any  loss  to  which 
an  election  under  this  subsection  applies.". 

(bl  Interest  on  Frozen  Deposits.— Section 
451  (relating  to  general  rule  for  taxable  year 
of  inclusioni  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"(fl  Treatment  of  Interest  on  Frozen  De- 
posits IN  Certain  Financial  Institutions.— 

"(II  In  general.— In  the  case  of  interest 
credited  during  any  calendar  year  on  a 
frozen  deposit  in  a  qualified  financial  insti- 
tution, the  amount  of  such  interest  includ- 
ible in  the  gross  income  of  a  qualified  indi- 
vidual shall  not  exceed  the  sum  of— 

"(Al  the  net  amount  withdrawn  by  such 
individual  from  such  deposit  during  such 
calendar  year,  and 

"(Bl  the  amount  of  such  deposit  which  is 
withdrawable  as  of  the  close  of  the  taxable 
year  (determined  without  regard  to  any  pen- 
alty for  premature  withdrawals  of  a  time  de- 
positl. 

"(21  Interest  tested  each  year.— Any  in- 
terest not  included  in  gross  income  by 
reason  of  paragraph  (II  shall  be  treated  as 
credited  in  the  next  calendar  year 

"(31  Deferral  of  interest  deduction.— No 
deduction  shall  be  allowed  to  any  qualified 
financial  institution  for  interest  not  includ- 
ible in  gross  income  under  paragraph  (II 
until  such  interest  is  includible  in  gross 
income. 

"(41  Frozen  deposit— For  purposes  of  this 
subsection,  the  term  'frozen  deposit'  means 
any  deposit  if,  as  of  the  close  of  the  calendar 
year,  any  portion  of  such  deposit  may  not  be 
withdrawn  t>ecause  of— 

"(Al  the  bankruptcy  or  insolvency  of  the 
qualified  financial  institution  (or  threat 
thereofl.  or 

"(Bl  any  requirement  imposed  by  the  State 
in  which  such  institution  is  located  by 
reason  of  the  bankruptcy  or  insolvency  (or 
threat  thereofl  of  I  or  more  financial  insti- 
tutions in  the  State. 

"(51  Other  definitions.— For  purposes  of 
this  subsection,  the  terms  'qualified  individ- 
ual',   'qualified  financial  institution',   and 
'deposit'  have  the  same  respective  meanings 
as  when  used  in  section  165(11. " 
(cl  Effective  Dates.— 
(II  In  general.— Except  as  provided  in 
paragraph   (21,   the  amendments  made  by 
thU  section  shall  apply  to  taxable  years  be- 
ginning after  Decemt>er  31,  1982. 
(21  Special  rulss  for  subsection  (bl.— 
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(A)  The  amendment  made  by  subsection 
(bl  shall  apply  to  taxable  years  beginning 
ajter  December  31.  1982.  and  be/ore  January 
1.  1987.  only  if  the  qualified  individual 
elects  to  have  such  amendment  apply  for  all 
such  taxable  years. 

<B)  In  the  case  of  interest  attributable  to 
the  period  beginning  January  1.  1983.  and 
ending  December  31.  1987.  the  interest  de- 
duction of  financial  institutions  shaU  be  de- 
termined u^ithout  regard  to  paragraph  '31  of 
section  451(f)  of  the  Internal  Revenue  Code 
of  1986  (as  added  by  subsection  (bi). 
TITLE  X-INSURANCE  PRODUCTS  AND 
COMPANIES 
Subtitle  A— Policyholder  Issues 

SEC  mi.  REPEAL  OF  K.ULISKiy  FOR  ISTEREST  OS 
ISSTALLMEST  PAYME.STS  OF  LIFE  /.V- 
SIRA.\CE  PROCEEDS. 

(a)  In  General.— The  second  sentence  of 
paragraph  (ll  of  section  lOKd)  (relating  to 
payment  of  life  insurance  proceeds  at  a  date 
later  than  death)  is  amended  to  read  as  fol- 
lows: -There  shall  be  excluded  from  the  gross 
income  of  such  beneficiary  in  the  taxable 
year  received  any  amount  determined  by 
such  proration. " 

lb)  Determination  of  Amount  Held  by  In- 
surer.—Clause  (ii)  of  section  lOKdXZXBl  is 
amended  to  read  as  follows: 

"(ii)  as  discounted  on  the  basis  of  the  in- 
terest rate  used  by  the  insurer  in  calculating 
payments  under  the  agreement  and  mortali- 
ty tables  prescribed  by  the  Secretary.  " 

(c)  Technical  Amendments.— 

II)  Subsection  (d>  of  section  101  is  amend- 
ed by  striking  out  paragraph  (3>  and  by  re- 
designating paragraph  (4)  as  paragraph  (3>. 

(2)  Subparagraph  (B)  of  section  101(dl(2) 
is  amended  by  striking  out  'is  equal"  and 
inserting  in  lieu  thereof  "equal". 

(d)  Effective  Date— The  amendments 
made  by  this  section  shall  apply  to  amounts 
received  with  respect  to  deaths  occurring 
after  the  date  of  the  enactment  of  this  sec- 
tion in  taxable  years  ending  after  such  date. 

SEC.  I<M2.  E.\CLt.SIO\  FROM  l\COME  WITH  RESPECT 
TO  STRCCTIREI)  SETTI.EMEyTS  LIMIT- 
ED TO  CASES  I.MULVI.SG  PHYSICAL 
ISJIRY. 

la)  In  General  —Subsection  Ic)  of  section 
130  (relating  to  certain  personal  insurance 
liability  assignments)  is  amended  by  insert- 
ing "(in  a  case  involving  physical  injury  or 
physical  sickness)"  after  "personal  injury  or 
sickness". 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  assign- 
ments entered  into  after  December  31.  1986, 
in  taxable  years  ending  after  such  date. 

SEC  IM3.  DESIAL  OF  DEDICTIOS  FOR  ISTEREST  ON 
LOA.SS  FROM  CERTAIN  UFE  ISSVR- 
ANCE  CONTRACTS. 

la)  In  General.— Section  2641a)  (relating 
to  disallowance  of  deduction  for  certain 
amounts  paid  in  connection  with  insurance 
contracts)  is  amended  by  adding  after  para- 
graph 13)  the  following  new  paragraph: 

"14)  Any  interest  paid  or  accrued  on  any 
indebtedness  with  respect  to  1  or  more  life 
insurance  policies  owned  by  the  taxpayer 
covering  the  life  of  any  individual  who— 

"lA)  is  an  officer  or  employee  of,  or 

"IB)  is  financially  interested  in, 
any  trade  or  business  carried  on  by  the  tax- 
payer to  the  extent  that  the  aggregate 
amount  of  such  indebtedness  with  respect  to 
policies  covering  such  individual  exceeds 
1 50.000." 

(b)  CoNFORMiNa  Amendment.— Section 
2641a)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "Para- 
graph 14)  shall  apply  with  respect  to  con- 
tracts purchased  after  June  20.  1986. " 
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Ic)  Effective  Date.  — The  amendments 
made  by  this  section  shall  apply  to  contracts 
purchased  after  June  20.  1986.  in  taxable 
years  ending  after  such  date. 
SEC.  1001.  DEDlCTIt)\  FOR  \OSBlSISESS  CASCALTY 
LOSSES  COVERED  BY  l.\StRA.\CE  AL- 
LOWABLE 0\LY  IF  CLAIM  FILED. 

(a)  In  General.— Paragraph  (4i  of  section 
165ih)  (relating  to  treatment  of  casualty 
gains  and  losses)  is  amended  by  adding  at 
the  end  thereof  the  following  new  subpara- 
graph: 

"lEi  Claim  reouired  to  be  filed  in  certain 
cases.— Any  loss  of  an  individual  described 
in  subsection  (c)(3)  to  the  extent  covered  by 
insurance  shall  be  taken  into  account  under 
this  section  only  if  the  individual  files  a 
timely  insurance  claim  with  respect  to  such 
loss. " 

lb)  Effective  Date— The  amendment 
made  by  this  section  shall  apply  to  losses 
sustained  in  taxable  years  beginning  after 
December  31.  1986. 

Subtitle  B—Life  Insurance  Companies 

SEC    ion.    repeal    of  special   life  I.\SIRA,\CE 
CO.MPASY  DEDCCTIOS. 

(a)  In  General.— Section  806  is  amended 
by  striking  out  subsection  (a)  and  by  redes- 
ignating subsections  (b).  ic).  and  id),  as  sub- 
sections (a),  (b),  and  (c),  respectively. 

(b)  Technical  and  Conforming  Amend- 
ments.— 

(1)  Sections  4S3B(eK2KB)  and 
465lc)l7)iD)(v)  are  each  amended  by  strik- 
ing out  "section  806(c)(3)"  and  inserting  in 
lieu  thereof  "section  806lb)(3)". 

(2)  Section  804  is  amended  by  adding 
"and"  at  the  end  of  paragraph  11)  and  by 
striking  out  paragraphs  12)  and  13)  and  in- 
serting in  lieu  thereof  the  following: 

"(2)  the  small  life  insurance  company  de- 
duction (if  any)  determined  under  section 
806(a). " 

(3)  Subparagraph  (C)  of  section  801(a)(2) 
is  amended— 

(A)  by  striking  out  "the  amounts  allowable 
as  deductions  under  paragraphs  12)  and  I3)" 
and  inserting  in  lieu  thereof  "the  amount  al- 
lowable as  a  deduction  under  paragraph 
12)".  and 

(B)  by  striking  out  "special  life  insurance 
COMPANY  deduction  AND  "in  the  heading. 

(4)  Clause  (i)  of  section  805(a)(4)(B)  and 
clause  (Hi)  of  section  805(b)(3)(A)  are  each 
amended  by  striking  out  "the  special  life  in- 
surance company  deduction  and". 

(5)  Paragraph  (1)  of  section  806(b).  as  re- 
designated by  subsection  (a),  is  amended  by 
striking  out  "without  regard  to—"  and  all 
that  follows  and  inserting  in  lieu  thereof 
"without  regard  to  the  small  life  insurance 
company  deduction. " 

16)  Paragraph  ID  of  section  8061c).  as  re- 
designated by  subsection  la),  is  amended— 

lA)  by  striking  out  "subsections  la)  and 
lb)"  and  inserting  in  lieu  thereof  "subsec- 
tion la)", 

IB)  by  striking  out  "any  special  life  insur- 
ance company  deduction  and",  and 

IC)  by  striking  out  "Special  life  insurance 
COMPANY  DEDUCTION  AND  SMALL"  in  the  head- 
ing and  inserting  in  lieu  thereof  "Small". 

17)  Paragraph  12)  of  section  8061c).  as  re- 
designated by  subsection  la),  is  amended  by 
striking  out  "subsection  Ib)l3)"  and  insert- 
ing in  lieu  thereof  "subsection  Ia)i3)". 

18)  Subsection  ic)  of  section  806,  as  redes- 
ignated by  subsection  la),  is  amended  by 
striking  out  paragraph  14)  and  by  redesig- 
nating paragraph  15)  as  paragraph  14). 

19)  Subparagraph  lA)  of  section  813la)l4) 
is  amended  by  striking  out  "section 
806lb)l3)IC)"  and  inserting  in  lieu  thereof 
"section  806laJI3)ICJ". 


110)  Clause  Hi)  of  section  815lc)l2)IA)  is 
amended  by  striking  out  "special  deduc- 
tions" and  inserting  in  lieu  thereof  "small 
life  insurance  company  deduction. " 

IIDIA)  The  section  heading  of  section  806 
is  amended  by  striking  out  "SPECIAL  UE- 
DICTIOSS"  and  inserting  in  lieu  thereof 
"S!HAU  LIFE  I.\SVRAyCE  COMPANY  DEDVC- 
TIOS". 

IB)  The  table  of  sections  for  subpart  C  of 
part  I  of  subchapter  L  of  chapter  1  is  amend- 
ed by  striking  out  "Special  deductions"  in 
the  item  relating  to  section  806  and  insert- 
ing in  lieu  thereof  "Small  life  insurance 
company  deduction  ". 

(c)  Effective  Date.— 

11)  In  general.— The  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31,  1986. 

12)  Special  rule.— Section  21 7 (k)  of  the 
Tax  Reform  Act  of  1984  is  amended- 

(A)  by  striking  out  "the  special  deductions 
under  section  806"  and  inserting  in  lieu 
thereof  "the  small  life  insurance  company 
deduction  under  section  806(a)".  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing: "For  purposes  of  determining  tax- 
able income,  the  amount  of  any  income, 
gain,  loss,  or  deduction  attributable  to  the 
ownership  of  such  stock  shall  be  an  amount 
equal  to  46  times  the  amount  of  such 
income,  gain,  loss,  or  deduction,  divided  by 
36.8." 

(d)  Treatment  of  Certain  Market  Dis- 
count Bonds.— 

(1)  In  ge.veral— Notwithstanding  the 
amendments  made  by  subtitle  B  of  title  III, 
any  gain  recognized  by  c  qualified  life  in- 
surance company  on  the  redemption  at  ma- 
turity of  any  bond  which  was  issued  before 
July  19,  1984.  and  acquired  by  such  compa- 
ny on  or  before  September  25.  1985,  shall  be 
subject  to  tax  at  the  rate  of  28  percent. 

(2)  Qualified  life  insurance  company.— For 
purposes  of  paragraph  (1).  the  term  quali- 
fied life  insurance  company'  means  any  of 
the  following  companies:  Aetna,  Provident 
Life  and  Accident,  Massachusetts  Mutual. 
Mutual  Benefit,  Connecticut  Mutual,  Phoe- 
nix Mutual.  John  Hancock,  New  England 
Life,  Pennsylvania  Mutual,  Transamerica. 
Northwestern.  Provident  Mutual,  Pruden- 
tial, Mutual  of  Omaha,  and  Metropolitan. 

SEC.  1012.  REPEAL  OF  TAX-EXEMPT  STATIS  FOR 
CERTAIS  ORGAMZATIOSS  PROVIDING 
COMMERCIAL-TYPE  ISSIRASCE. 

(a)  In  General.— Section  501  (relating  to 
exemption  from  tax  on  corporations,  certain 
trusts,  etc.)  is  amended  by  redesignating 
subsection  (m)  as  subsection  (n)  and  by  in- 
serting after  subsection  (I)  the  following  new 
subsection: 

"(m)  Certain  Organizations  Providing 
Commercial-Type  Insurance  Not  Exempt 
From  Tax.— 

"(1)  Denial  of  tax  exemption  where  pro- 
viding commercial-type  insurance  is  sub- 
stantial part  of  activities.— An  organiza- 
tion described  in  paragraph  (3)  or  14)  of  sub- 
section Ic)  shall  be  exempt  from  tax  under 
subsection  la)  only  if  no  substantial  part  of 
its  activities  consists  of  providing  commer- 
cial-type insurance. 

"12)  Other  organizations  taxed  as  insur- 
ance companies  on  insurance  business.— In 
the  case  of  an  organization  described  in 
paragraph  13)  or  14)  of  subsection  Ic)  which 
is  exempt  from  tax  under  subsection  la) 
after  the  application  of  paragraph  II)  of  this 
subsection— 

"I A)  the  activity  of  providing  com'mercial- 
type  insurance  shall  be  treated  as  an  unre- 
lated trade  or  business  las  defined  in  section 
S13J,  and 
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"(B)  in  lieu  of  the  tax  imposed  by  section 
511  with  respect  to  such  activity,  such  orga- 
nization shall  be  treated  as  an  insurance 
company  for  purposes  of  applying  subchap- 
ter L  with  respect  to  such  activity. 

"(3)  Commercial-type  insurance.— For  pur- 
poses of  this  subsection,  the  term  'commer- 
cial-type insurance'  shall  not  include— 

"(A)  insurance  provided  at  substantially 
below  cost  to  a  class  of  charitable  recipients, 

"(B)  incidental  health  insurance  provided 
by  a  health  maintenance  organization  of  a 
kind  customarily  provided  by  such  organi- 
zations, and 

"(C)  property  or  casualty  insurance  pro- 
vided (directly  or  through  an  organization 
described  in  section  414(e)(3)(B)(ii>)  by  a 
church  or  convention  or  association  of 
churches  for  such  church  or  convention  or 
association  of  churches,  and 

"(D)  providing  retirement  or  welfare  bene- 
fits (or  both)  by  a  church  or  a  convention  or 
association  of  churches  (directly  or  through 
an  organization  described  in  section 
414(e)(3)(A)  or  414(e)(3)(B)(ii))  for  the  em- 
ployees (including  employees  described  in 
section  414(e)(3)(B))  of  such  church  or  con- 
vention or  association  of  churches  or  the 
beneficiaries  of  such  employees. 

"(4)  Insurance  includes  annuities.— For 
purposes  of  this  subsection,  the  issuance  of 
annuity  contracts  shall  be  treated  as  provid- 
ing insurance." 

(b)  Treatment  of  Blue  Cross  and  Blue 
Shield  Organizations  and  Similar  Organiza- 
tions.— 

(1)  In  general.— Part  III  of  subchapter  L 
of  chapter  1  is  amended  by  adding  at  the 
end  thereof  the  following  new  section: 

"SEC.  S3J.   TREATMEST  OF  BLtE  CROSS  A\D  BLVE 
SHIELD  ORUASIZATIOSS.  ETC. 

"(a)  General  Rule.— In  the  case  of  any  or- 
ganization to  which  this  section  applies— 

"(1)  Treated  as  stock  company.— Such  or- 
ganization shall  be  taxable  under  this  part 
in  the  same  manner  as  if  it  were  a  stock  in- 
surance companyt 

"(2)  Special  deduction  allowed.— The  de- 
duction determined  under  subsection  (b)  for 
any  taxable  year  shall  be  allowed. 

"(3)  Reductions  in  unearned  premium  re- 
serves not  to  apply.— Subparagraph  (B)  of 
paragraph  14)  of  section  832(b)  shall  be  ap- 
plied by  substituting    100  percent'  for  'SO 
percent',    and    subparagraph    (C)    of  such 
paragraph  (4)  shall  not  apply. 
"(b)  Amount  of  Deduction. — 
"(1)  In  general.— Except  as  provided  in 
paragraph    (2),    the    deduction    determined 
under  this  subsection  for  any  taxable  year  is 
the  excess  (if  any)  of— 
"(A)  25  percent  of  the  sum  of— 
"(i)  the  claims  incurred  during  the  taxable 
year,  and 

"(ii)  the  expenses  incurred  during  the  tax- 
able year  in  connection  with  the  adminis- 
tration, adjustment,  or  settlement  of  claims, 
over 

"(B)  the  adjusted  surplus  as  of  the  begin- 
ning of  the  taxable  year. 

"(2)  LiMTTATiON.-The  deduction  deter- 
mined under  paragraph  (1)  for  any  taxable 
year  shall  not  exceed  taxable  income  for 
such  taxable  year  (determined  without 
regard  to  such  deduction). 

"(3)  Adjusted  surplus.— For  purposes  of 
this  subsection— 

"(A)  In  general.— The  adjusted  surplus  as 
of  the  l)eginning  of  any  taxable  year  is  an 
amount  equal  to  the  adjusted  surplus  as  of 
the  beginning  of  the  preceding  taxable 
year— 

"(H  increased  by  the  amount  of  any  ad- 
justed taxable  income  for  such  preceding 
taxable  year,  or 


"(ii)  decreased  by  the  amount  of  any  ad- 
justed net  operating  loss  for  such  preceding 
taxable  year. 

"(B)  Special  rule.— The  adjusted  surplus 
as  of  the  beginning  of  the  organization's  1st 
taxable  year  beginning  after  December  31, 
1986,  shall  be  its  surplus  as  of  such  time.  For 
purposes  of  the  preceding  sentence  and  sub- 
section (c)(3)(C),  the  term  'surplus'  means 
the  excess  of  the  total  assets  over  total  liabil- 
ities as  shown  on  the  annual  statement. 

"(C)  Adjusted  taxable  income.— ne  term 
■adjusted  taxable  income'  means  taxable 
income  determined— 

"(i)  without  regard  to  the  deduction  deter- 
mined under  this  subsection, 

"(ii)  without  regard  to  any  carryforward 
or  carryback  to  sucTi  taxable  year,  and 

"(Hi)  by  increasing  gross  income  by  an 
amount  equal  to  the  net  exempt  income  for 
the  taxable  year. 

"(D)  Adjusted  net  operating  loss.— The 
term  'adjusted  net  operating  loss'  means  the 
net  operating  loss  for  any  taxable  year  deter- 
mined with  the  adjustments  set  forth  in  sub- 
paragraph (C). 

"(E)  Net  exempt  income.— The  term  'net 
exempt  income'  means— 

"(i)  any  tax-exempt  interest  received  or  ac- 
crued during  the  taxable  year,  reduced  by 
any  amount  (not  otherwise  deductible) 
which  would  have  been  allowable  as  a  de- 
duction for  the  taxable  year  if  such  interest 
were  not  tax-exempt,  and 

"(ii)  the  aggregate  amount  allowed  as  a 
deduction  for  the  taxable  year  under  sec- 
tions 243,  244,  and  245. 

The  amount  determined  under  clause  di) 
shall  be  reduced  by  the  amount  of  any  de- 
crease in  deductions  allowable  for  the  tax- 
able year  by  reason  of  section  832(b)(5)(B) 
to  the  extent  such  decrease  is  attributable  to 
deductions  under  sections  243,  244,  and  245. 

"(4)  Only  health-related  items  taken  into 
ACCOUNT.— Any  determination  under  this 
subsection  shall  be  made  by  only  taking  into 
account  items  attributable  to  the  health-re- 
lated ousiness  of  the  taxpayer. 

"(c)  Organizations  To  Which  Section  Ap- 
plies.— 

"(1)  In  general.— This  section  shall  apply 
to— 

"(A)  any  existing  Blue  Cross  or  Blue 
Shield  organization,  and 

"(B)  any  other  organization  meeting  the 
requirements  of  paragraph  (3). 

"(2)  Existing  blue  cross  or  blue  shield 
organization.— The  term  existing  Blue 
Cross  or  Blue  Shield  organization'  means 
any  Blue  Cross  or  Blue  Shield  organization 

if- 
•'(A)  such  organization  was  in  existence 

on  August  16,  1986. 

"(B)  such  organization  is  determined  to  be 
exempt  from  tax  for  iU  last  taxable  year  be- 
ginning before  January  1,  1987,  and 

"(C)  no  material  change  has  occurred  in 
the  operations  of  such  organization  or  in  its 
structure  aJUr  August  16.  1986.  and  before 
the  close  of  the  taxable  year. 
To  the  extent  permitUd  by  the  Secretary, 
any  successor  to  an  organization  meeting 
the  requirements  of  the  preceding  sentence, 
and  any  organization  resulting  from  the 
merger  or  consolidation  of  organizations 
each  of  which  met  such  requirements,  shall 
be  treated  as  an  existing  Blue  Cross  or  Blue 
Shield  organization. 

"(3)  Other  organizations.- 

"(A)  In  general.— An  organization  meets 
the  requirements  of  this  paragraph  for  any 
taxable  year  if- 

"(i)  substantially  all  the  activities  of  such 
organization  int>olve  the  providing  of  health 
insurance. 


"(ii)  at  least  10  percent  of  the  health  insur- 
ance provided  by  such  organization  is  pro- 
vided to  individuals  and  small  groups  (not 
taking  into  account  any  medicare  supple- 
mental coverage), 

"(Hi)  such  organization  provides  continu- 
ous full-year  open  enrollment  (including 
conversions)  for  individuals  and  small 
groups, 

"(iv)  such  organization's  policies  covering 
individuals  provide  full  coverage  of  pre-ex- 
isting conditions  of  high-risk  individuals 
without  a  price  differential  (with  a  reasona- 
ble waiting  period),  and  coverage  is  provid- 
ed without  regard  to  age.  income,  or  employ- 
ment status  of  individuals  under  age  65, 

"(V)  at  least  35  percent  of  its  premiums  are 
determined   on   a   community   rated   basis,    . 
and 

"(vi)  no  part  of  its  net  earnings  inures  to 
the  benefit  of  any  private  shareholder  or  in- 
dividual. 

"(B)  Small  group  defined.— For  purposes 
of  subparagraph  (A),  the  term  'small  group' 
means  the  lesser  of— 

"Ii)  15  individuals,  or 

"(ii)  the  number  of  indiinduals  required 
for  a  small  group  under  applicable  State 
law. 

"(C)  Special  rule  for  determining  adjust- 
ed SURPLUS.— For  purposes  of  subsection  (b), 
the  adjusted  surplus  of  any  organization 
meeting  the  requirements  of  this  paragraph 
as  of  the  beginning  of  the  1st  taxable  year 
for  which  it  meets  such  requirements  shall 
be  its  surplus  as  of  such  time. " 

(2)  Clerical  amendment.— The  table  of  sec- 
tions for  such  part  III  is  amended  by  adding 
at  the  end  thereof  the  following  new  item: 

"Sec.  833.  Treatment  of  Blue  Cross  and  Blue 
Shield  organizations,  etc. " 

(c)  Effective  Date.— 

(1)  In  general.  — The  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31.  1986. 

(2)  Study  of  fraternal  beneficiary  asso- 
ciations.—The  Secretary  of  the  Treasury  or 
his  delegate  shall  conduct  a  study  of  organi- 
zations described  in  section  501(c)(8)  of  the 
Internal  Revenue  Code  of  1986  and  which 
received  gross  annual  insurance  premiums 
in  excess  of  S25.000.000  for  the  taxable  years 
of  such  organizations  which  ended  during 
1984.  Not  later  than  January  1,  1988,  the 
Secretary  of  the  Treasury  shall  submit  to  the 
Committee  on  Ways  and  Means  of  the  House 
of  Representatives,  the  Committee  on  Fi- 
nance of  the  Senate,  and  the  Joint  Commit- 
tee on  Taxation  the  results  of  such  study,  to- 
gether with  such  recommendations  as  he  de- 
termines to  be  appropriate.  The  Secretary  of 
the  Treasury  shall  have  authority  to  require 
the  furnishing  of  such  information  as  may 
be  necessary  to  carry  out  the  purposes  of 
this  paragraph. 

(3)  Special  rules  for  existing  blue  cross 
or  blue  shield  organizations.— 

(A)  In  general.— In  the  case  of  any  exist- 
ing Bine  Cross  or  Blue  Shield  organization 
las  defined  in  section  833(c)(2)  of  the  InUr- 
nal  Revenue  Code  of  1986  as  added  by  thU 
section)— 

(i)  no  adjustment  shall  be  made  under  sec- 
tion 481  (or  any  other  provision)  of  such 
Code  on  account  of  a  change  in  its  method 
of  accounting  for  its  1st  taxable  year  begin- 
ning after  December  31.  1986,  and 

(ii)  for  purposes  of  determining  gain  or 
loss,  the  adjusted  basis  of  any  asset  held  on 
the  1st  day  of  such  taxable  year  shall  be 
treated  as  equal  to  iU  fair  market  value  as 
of  such  day. 
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(Bt  Treatment  or  certain  distributions.— 
For  purposes  of  section  833lbH3)(B).  the  sur- 
plus of  any  organization  as  of  the  beginning 
of  its  1st  taxable  year  beginning  after  De- 
cember 31,  1986.  shall  be  increased  by  the 
amount  of  any  distribution  /other  than  to 
policyholders/  made  by  such  organisation 
after  August  16.  1986.  and  before  the  begin- 
ning of  such  taxable  year. 

IC)  Reserve  weakening  after  august  is, 
1986.— Any  reserve  weakening  after  August 
16.  1986,  by  an  existing  Blue  Cross  or  Blue 
Shield  organization  shall  be  treated  as  oc- 
curring in  such  organization's  1st  taxable 
year  beginning  after  December  31,  1986. 
<4)  Othei:  special  rules.  - 
(Ai  The  amendments  made  by  this  section 
shall  not  apply  with  respect  to  that  portion 
of  the  business  of  Mutual  of  America  which 
is  attributable  to  pension  business. 

IB)  The  amendments  made  by  this  section 
shall  not  apply  to  that  portion  of  the  busi- 
ness of  the  Teachers  Insurance  Annuity  As- 
sociation-College Retirement  Equities  Fund 
which  is  attributable  to  pension  business. 

IC)  The  amendments  made  by  this  section 
shall  not  apply  ta- 
li) the  retirement  fund  of  the  YMCA. 
Hi)  the  Missouri  Hospital  Association. 
liiH  administratiie  services  performed  by 
municipal  leagues,  and 

liv)  dental  benefit  coverage  provided  by 
Delta  Dental  Plans  Association  through  con- 
tracts with  independent  professional  service 
providers  so  long  as  the  provision  of  such 
coverage  is  the  principal  activity  of  such  As- 
sociation. 

ID)  For  purposes  of  this  paragraph,  the 
term  ''pcsion  business"  means  the  adminis- 
tration of  any  plan  described  in  section 
4011a)  of  the  Internal  Revenue  Code  of  1954 
which  includes  a  trust  exempt  from  tax 
under  section  SOUa).  any  plan  under  which 
amounts  are  contributed  by  an  individual's 
employer  for  an  annuity  contract  described 
in  section  403ib>  of  such  Code,  any  individ- 
ual retirement  plan  described  in  section  408 
of  such  Code,  and  any  eligible  deferred  com- 
pensation plan  to  which  section  4S7la)  of 
such  Code  applies. 

SEC.  191  J.  OPERATIOyS  LOSS  DEDt(TII)\  OF  l.\SOL- 

ve\t  compames  M4  y  offset  distri- 

BITIO.SS  FROM  POLICYHOLDER.    SIR. 
PLVS  ACC0V.\T. 

la)  In  General.— If— 

ID  on  November  15.  1985,  a  life  insurance 
company  was  insolvent, 

12)  pursuant  to  the  order  of  any  court  of 
competent  jurisdiction  in  a  title  11  or  simi- 
lar case  las  defined  in  section  368la)i3)  of 
the  Internal  Revenue  Code  of  1954),  such 
company  is  liquidated,  and 

131  as  a  result  of  such  liquidation,  the  tax 
imposed  by  section  801  of  such  Code  for  any 
taxable  year  thereinafter  in  this  subsection 
referred  to  as  the  liquidation  year")  would 
Ibut  for  this  subsection)  be  increased  under 
section  SlSia)  of  such  Code, 
then  the  amount  described  in  section 
81Sla)l2J  of  such  Code  shall  be  reduced  by 
the  loss  from  operations  lif  any)  for  the  liq- 
uidation year,  and  by  the  unused  operations 
loss  carryovers  lif  any)  to  the  liquidation 
year  Idetermined  after  the  application  of 
section  810  of  such  Code  for  such  year).  No 
carryover  of  any  loss  from  operations  of 
such  company  arising  during  the  liquida- 
tion year  lor  any  prior  taxable  year)  shall  be 
aUoicable  for  any  taxable  year  succeeding 
the  liquidation  year. 

lb)  DEnNmoNs.—For  purposes  of  subsec- 
tion la)— 

ID  Insolvent.— The  term  'insolvent" 
means  the  excess  of  liatnlities  over  the  fair 
market  value  of  assets. 
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12)  Loss  from  operations.— The  term  "loss 
from  operations"  has  the  meaning  given 
such  term  by  section  8101c J  of  such  Code. 

Ic)  Effective  Date.  — This  section  shati 
apply  to  liquidations  on  or  after  November 
15.  1985.  in  taxable  years  ending  after  such 
date. 

Subtitle  C— Property  and  Casualty 
Insurance  Companies 

SEC.  1021.  /.\CHSIO.\  l.\  ISCOME  OF  20  PERCEST  OF 
ISEARSED  PREMIUM  RESERVE. 

la)  In  General.— The  first  sentence  of 
paragraph  14)  of  section  8321b)  Idefining 
premiums  earned)  is  amended  by  striking 
out  subparagraph  IB)  and  inserting  in  lieu 
thereof  the  following: 

"IB)  To  the  result  so  obtained,  add  80  per- 
cent of  the  unearned  premiums  on  outstand- 
ing business  at  the  end  of  the  preceding  tax- 
able year  and  deduct  80  percent  of  the  un- 
earned premiums  on  outstanding  business 
at  the  end  of  the  taxable  year. 

"lO  To  the  result  so  obtained,  in  the  case 
of  a  taxable  year  beginning  after  December 
31.  1986,  and  before  January  1,  1993.  add  an 
amount  equal  to  3',  percent  of  unearned  pre- 
miums on  outstanding  business  at  the  end 
of  the  most  recent  taxable  year  beginning 
before  January  1,  1987.  " 

lb)  Special  Rules.— Subsection  ib)  of  sec- 
tion 832  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"17)  Special  rules  for  applying  paragraph 

"lA/  Reduction  not  to  apply  to  life  insur- 
ance reserves.— Subparagraph  IB)  of  para- 
graph 14)  shall  be  applied  with  respect  to 
amounts  included  in  unearned  premiums 
under  the  2nd  sentence  of  such  paragraph  by 
substituting  '100  percent'  for  80  percent' 
each  place  it  appears  in  such  subparagraph 
IB),  and  subparagraph  iC)  of  paragraph  14) 
shall  be  applied  by  not  taking  such  amounts 
into  account. 

"IB)  Special  treatment  of  premiums  at- 
tribltable  to  insuring  certain  securities.— 
In  the  case  of  premiums  attributable  to  in- 
surance against  default  in  the  payment  of 
principal  or  interest  on  securities  described 
in  section  165lg)l2)iC)  with  maturities  of 
more  than  5  years— 

"li>  subparagraph  IB)  of  paragraph  14) 
shall  be  applied  by  substituting  90  percent' 
for  80  percent'  each  place  it  appears,  and 

"Hi)  subparagraph  IC)  of  paragraph  14) 
shall  be  applied  by  substituting  '1%  percent' 
for  '3'i3  percent'. 

"IC)  Termination  as  nonlife  insurance 
company.— Except  as  provided  in  section 
381ICII22)  Irelating  to  carryovers  in  certain 
corporate  readjustments',  if  for  any  taxable 
year  beginning  before  January  1.  1993,  the 
taxpayer  ceases  to  be  an  insurance  company 
taxable  under  this  part,  the  aggregate  ad- 
justments which  would  be  made  under  para- 
graph I4)IC)  for  such  taxable  year  and  sub- 
sequent taxable  years  but  for  sucK  cessation 
shall  be  made  for  the  taxable  year  preceding 
such  cessation  year, 

"18)  Special  rules  for  applying  paragraph 
i4i  to  title  insurance  premiums.— 

"I A)  In  general.— In  the  case  of  premiums 
attributable  to  title  insurance— 

"li)  subparagraph  IB)  of  paragraph  14) 
shall  be  applied  by  substituting  the  dis- 
counted unearned  premiums'  for  80  percent 
of  the  unearned  premiums'  each  place  it  ap- 
pears, and 

"Hi)  subparagraph  IC)  of  paragraph  14) 
shall  not  apply. 

"IB)  Method  of  discounting.— For  pur- 
poses subparagraph  I  A),  the  amount  of  the 
discounted  unearned  premiums  as  of  the 
end  of  any  taxable  year  shall  be  the  present 


value  of  such  premiums  las  of  such  time  and 
separately  with  respect  to  premiums  re- 
ceived in  each  calendar  year)  determined  by 
using— 

"H)  the  amount  of  the  undiscounted  un- 
earned premiums  at  such  time, 
"Hi)  the  applicable  interest  rate,  and 
"liii)   the   applicable   statutory  premium 
recognition  pattern. 

"lO  Determination  of  applicable  fac- 
tors.—In  determining  the  amount  of  the 
discounted  unearned  premiums  as  of  the 
end  of  any  taxable  year— 

"H)  Undiscounted  unearned  premiums.— 
The  term  'undiscounted  unearned  premi- 
ums' means  the  unearned  premiums  shown 
in  the  yearly  statement  filed  by  the  taxpayer 
for  the  year  ending  with  or  loithin  such  tax- 
able year. 

"Hi)  Applicable  interest  rate.— The  term 
'applicable  interest  rate'  means  the  annual 
rate  determined  under  8461012)  for  the  cal- 
endar year  in  which  the  premiums  are  re- 
ceived. 

"liii)  Applicable  statutory  premium  rec- 
ognition pattern.— The  term  applicable 
statutory  premium  recognition  pattern' 
means  the  statutory  premium  recognition 
pattern— 

"ID  which  is  in  effect  for  the  calendar  year 
in  which  the  premiums  are  received,  and 

"III)  which  is  based  on  the  statutory  pre- 
mium recognition  pattern  which  applies  to 
premiums  received  by  the  taxpayer  in  such 
calendar  year.        « 

For  purposes  of  the  preceding  sentence,  pre- 
miums received  during  any  calendar  year 
shall  be  treated  as  received  in  the  middle  of 
such  j/cur.  ■' 
Ic)  Effective  Date.— 

ID  In  general.— The  amendment  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31.  1986. 

12)  Special  transitional  rule  for  title  in- 
surance companies.— For  the  1st  taxable  year 
beginning  after  December  31.  1986.  in  the 
case  of  premiums  attributable  to  title  insur- 
ance— 

lA)  In  general.— The  unearned  premiums 
at  the  end  of  the  preceding  taxable  year  as 
defined  in  paragraph  I4)  of  section  8321b) 
shall  be  determined  as  if  the  amendments 
made  by  this  section  had  applied  to  such  un- 
earned premiums  in  the  preceding  taxable 
year  and  by  using  the  interest  rate  and  pre- 
mium recognition  pattern  applicable  to 
years  ending  in  calendar  year  1987. 

IB)  Fresh  start.— Except  as  provided  in 
subparagraph  IC).  any  difference  between— 

H)  the  amount  determined  to  be  unearned 
premiums  for  the  year  preceding  the  first 
taxable  year  of  a  title  insurance  company 
beginning  after  Decemb'^r  31.  1986,  deter- 
mined without  regard  to  subparagraph  lA), 
and 

Hi)  such  amount  determined  with  regard 
to  subparagraph  lAl. 

shall  not  be  taken  into  account  for  purposes 
of  the  Internal  Revenue  Code  of  1986. 

IC)  Effect  on  earnings  and  PROFrrs.-The 
earnings  and  profits  of  any  insurance  com- 
pany for  its  1st  taxable  year  beginning  after 
December  31.  1986,  shall  be  increased  by  the 
amount  of  the  difference  determined  under 
subparagraph  lA)  with  respect  to  such  com- 
pany. 

SEC  1022.  TREATME.VT  OF  CERTAIN  DIVIDENDS  AND 
TAX-EXEMPT  INTEREST. 

la)  In  General.— Paragraph  15)  of  section 
8321b)  Idefining  losses  incurred)  is  amended 
to  read  as  follows: 

"15)  Losses  incurred.— 
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"(A)  In  general.— The  term  "losses  in- 
curred' means  losses  incurred  during  the 
taxable  year  on  insurance  contracts,  com- 
puted as  follows: 

"(i)  To  losses  paid  during  the  taxable  year, 
add  salvage  and  reinsurance  recoverable 
outstanding  at  the  end  of  the  preceding  tax- 
able year  and  deduct  salvage  and  reinsur- 
ance recoverable  outstanding  at  the  end  of 
the  taxable  year. 

"(ii)  To  the  result  so  obtained,  add  all 
unpaid  losses  outstanding  at  the  end  of  the 
taxable  year  and  deduct  unpaid  losses  out- 
standing at  the  end  of  the  preceding  taxable 
year. 

"(B>  Reduction  of  deduction.— The 
amount  which  would  ibut  for  this  subpara- 
graph)  be  taken  into  account  under  sub- 
paragraph (A)  shall  be  reduced  by  an 
amount  equal  to  15  percent  of  the  sum  of— 

"Ii)  tax-exempt  interest  received  or  ac- 
crued during  such  taxable  year,  and 

"(ii)  the  aggregate  amount  of  deductions 
provided  by  sections  243.  244,  and  245  for— 

"(It  dividends  (other  than  100  percent 
dividends)  received  during  the  taxable  year, 
and 

"(II)  100  percent  dividends  received 
during  the  taxable  year  to  the  extent  attrib- 
utable to  prorated  amounts. 
In  the  case  of  a  100  percent  dividend  paid 
by  an  insurance  company,  the  portion  at- 
tributable to  prorated  amounts  shall  be  de- 
termined under  subparagraph  (EXiil. 

"(C)    Exception    "or    investments    made 

before  AUGUST  S,  I9SS.— 

"(i)  In  general.— Except  as  provided  in 
clause  (ii).  subparagraph  (B)  shall  not  apply 
to  any  dividend  or  interest  received  or  ac- 
crued on  any  stock  or  obligation  acquired 
before  August  8,  1986. 

"(ii)  Special  rule  for  too  percent  divi- 
dends.—For  purposes  of  clause  (i),  the  por- 
tion of  any  100  percent  dividend  which  is 
attributable  to  prorated  amounts  shall  be 
treated  as  received  with  respect  to  stock  ac- 
quired on  the  later  of- 

"(I)  the  date  the  payor  acquired  the  stock 
or  obligation  to  which  the  prorated  amounts 
are  attributable,  or 

"(II)  the  1st  day  on  which  the  payor  and 
payee  were  members  of  the  same  affiliated 
group  (as  defined  in  section  243(b)(5)). 

"(D)  Definitions.— For'  purposes  of  this 
paragraph— 

"(i)  Prorated  AMOUNTS.— The  term  'prorat- 
ed amounts'  means  tax-exempt  interest  and 
dividends  with  respect  to  which  a  deduction 
is  allowable  under  section  243,  244,  or  245 
(other  than  100  percent  dividends). 

"(ii)  100  percent  DIVIDEND.— 

"(I)  In  general.— The  term  '100  percent 
dividend'  means  any  dividend  if  the  per- 
centage used  for  purposes  of  determining  the 
deduction  allowable  under  section  243,  244. 
or  245(b)  is  100  percent. 

"(II)  Certain  dividends  received  by  for- 
eign CORPORATIONS.— A  dividend  received  by 
a  foreign  corporation  from  a  domestic  cor- 
poration which  would  be  a  100  percent  divi- 
dend if  section  1504 (b)(3)  did  not  apply  for 
purposes  of  applying  section  243(bK5l  shall 
be  treated  as  a  100  percent  dividend. 

"(E)  Special  rules  for  dividends  subject 

TO  PRORATION  AT  SUBSIDIARY  LEVEL.— 

"(i)  In  GENERAL.— In  the  case  of  any  100 
percent  dividend  paid  to  an  insurance  com- 
pany to  which  this  part  applies  by  any  in- 
surance company,  the  amount  of  the  de- 
crease in  the  deductions  of  the  payee  compa- 
ny by  reason  of  the  portion  of  such  dividend 
attributable  to  prorated  amounts  shall  be  re- 
duced (but  not  below  zero)  by  the  amount  of 
the  decrease  in  the  deductions  (or  increase 


in  income)  of  the  payor  company  attributa- 
ble to  the  application  of  this  section  or  sec- 
tion 805(a)(4)(A)  to  such  amounts. 

"(ii)  Portion  of  dividend  attributable  to 
PRORATED  AMOUNTS.— For  purposes  of  this 
subparagraph,  in  determining  the  portion  of 
any  dividend  attributable  to  prorated 
amounts— 

"(I)  any  dividend  by  the  paying  corpora- 
tion shall  be  treated  as  paid  first  out  of 
earnings  and  profits  attributable  to  prorat- 
ed amounts  (to  the  extent  thereof),  and 

"(ID  by  determining  the  portion  of  earn- 
ings and  profits  so  attributable  without  any 
reduction  for  the  tax  imposed  by  this  chap- 
ter. ■• 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

SEC    1023.    DISC01STI\C.    OF  ISPAID   LOSSES  ASD 
CERTAIS  IWPAID  EXPE.\SES 

(a)  Limitation  of  Deduction  in  the  Case  of 
Property  and  Casualty  Insurance  Compa- 
nies.— 

(11  Losses  incurred.— Clause  (ii)  of  sec- 
tion 832(b)(5)(A)  (defining  losses  incurred), 
as  amended  by  section  1022,  is  amended  to 
read  as  follows: 

"(ii)  To  the  result  so  obtained,  add  all 
unpaid  losses  on  life  insurance  contracts 
plus  all  discounted  unpaid  losses  (as  defined 
in  section  846)  outstanding  at  the  end  of  the 
taxable  year  and  deduct  unpaid  losses  on 
life  insurance  contracts  plus  all  discounted 
unpaid  losses  outstanding  at  the  end  of  the 
preceding  taxable  year. " 

(2)  Expenses  incurred.— Section  832(b)(6) 
(defining  expenses  incurred)  is  amended  by 
inserting  after  the  1st  sentence:  "For  pur- 
poses  of  this  subchapter,  the  term  expenses 
unpaid'  shall  not  include  any  unpaid  loss 
adjustment  expenses  shown  on  the  annual 
statement,  but  such  unpaid  loss  adjustment 
expenses  shall  be  included  in  unpaid  losses.  " 

(b)  Limitation  of  Deduction  in  the  Case  of 
Life  INSURA.^CE  Companies.— Section  807(c) 
(relating  to  reserves  and  similar  items  taken 
into  account)  is  amended  by  adding  at  the 
end  thereof  the  following  new  sentence:  "For 
purposes  of  paragraph  (2)  and  section 
805(a)(1),  the  amount  of  the  unpaid  losses 
(other  than  losses  on  life  insurance  con- 
tracts/ shall  be  the  amount  of  the  discounted 
unpaid  losses  as  defined  in  section  846.  " 

(c)  Discounted  Unpaid  Losses  Defined.— 
Part  IV  of  subchapter  L  of  chapter  1  (relat- 
ing to  provisions  of  general  application)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  section: 

■SEC.  ««.  DISCOV.WED  C.\PAID  LOSSES  DEFI.\ED. 

"(a)  Discounted  Losses  Determined.— 

"(1)  Separately  computed  for  each  acci- 
dent year.— The  amount  of  the  discounted 
unpaid  losses  as  of  the  end  of  any  taxable 
year  shall  be  the  sum  of  the  discounted 
unpaid  losses  (as  of  such  time)  separately 
computed  under  this  section  with  respect  to 
unpaid  losses  in  each  line  of  business  attrib- 
utable to  each  accident  year. 

"(2)  Method  of  discounting.— TTie  amount 
of  the  discounted  unpaid  losses  as  of  the  end 
of  any  taxable  year  attributable  to  any  acci- 
dent year  shall  be  the  present  value  of  such 
losses  (as  of  such  time)  determined  by 
using— 

"(A)  the  amount  of  the  undiscounted 
unpaid  losses  as  of  such  time, 

"(B)  the  applicable  interest  rate,  and 

"(C)  the  applicable  loss  payment  pattern. 

"(3)  Limitation  on  amount  of  discounted 
losses.— In  no  event  shall  the  amount  of  the 
discounted  unpaid  losses  with  respect  to  any 
line  of  business  attributable  to  any  accident 
year  exceed  the  aggregate  amount  of  unpaid 


losses  with  respect  to  such  line  of  business 
for  such  accident  year  included  on  the 
annual  statement  filed  by  the  taxpayer  for 
the  year  ending  with  or  within  the  taxaMe 
year. 

"(41  Determination  of  appucable  rAC- 
TORS.—In  determining  the  amount  of  the 
discounted  unpaid  losses  attributable  to  any 
accident  year— 

"(A)  the  applicable  interest  rate  shall  be 
the  interest  rate  determined  under  subsec- 
tion (c)  for  the  calendar  year  with  which 
such  accident  year  ends,  and 

"(B)  the  applicable  loss  payment  pattern 
shall  be  the  loss  payment  pattern  deter- 
mined under  subsection  (d)  which  is  in 
effect  for  the  calendar  year  with  which  such 
accident  year  ends. 

"(b)  Determination  of  Undiscounted 
Unpaid  Losses.— For  purposes  of  this  sec- 
tion— 

"(1)  In  general.— Except  as  otherwise  pro- 
vided in  this  subsection,  the  term  'undis- 
counted unpaid  losses'  means  the  unpaid 
losses  shown  in  the  annual  statement  filed 
by  the  taxpayer  for  the  year  ending  with  or 
within  the  taxable  year  of  the  taxpayer. 

"(2)  Adjustment  if  losses  discounted  on 

ANNUAL  statement.— If— 

"(A)  the  amount  of  unpaid  losses  shown  in 
the  annual  statement  is  determined  on  a 
discounted  basis,  and 

"(B)  the  extent  to  which  the  losses  were 
discounted  can  be  determined  on  the  basis 
of  information  disclosed  on  or  with  the 
annual  statement. 

the  amount  of  the  unpaid  losses  shall  t>e  de- 
termined without  regard  to  any  reduction 
attributable  to  such  discounting. 

"(c)  Rate  of  Interest  — 

"(1)  In  GENERAL.— For  purposes  of  this  sec- 
tion, the  rate  of  interest  determined  under 
this  subsection  shall  be  the  annual  rate  de- 
termined by  the  Secretary  under  paragraph 
(2). 

"(2)  Determination  of  annual  rate.— 

"(A)  In  general.  — The  annual  rate  deter- 
mined by  the  Secretary  under  this  para- 
graph for  any  calendar  year  shall  be  a  rate 
equal  to  the  average  of  the  applicable  Feder- 
al midterm  rates  (as  defined  in  section 
1274(d)  but  based  on  annual  compounding) 
effective  as  of  the  beginning  of  each  of  the 
calendar  months  tn  the  test  period. 

"(B)  Test  period.— For  purposes  of  sub- 
paragraph (A),  the  test  period  is  the  most 
recent  60-calendar-monlh  period  ending 
before  the  beginning  of  the  calendar  year  for 
which  the  determination  is  made:  except 
that  there  shall  be  excluded  from  the  Ust 
period  any  month  beginning  before  August 
1,  1986. 

"(d)  Loss  Payment  Pattern.  - 

"(1)  In  general.— For  each  determination 
year,  the  Secretary  shall  deUrmine  a  loss 
payment  pattern  for  each  line  of  business  by 
reference  to  the  historical  loss  payment  pat- 
tern applicable  to  such  line  of  business.  Any 
loss  payment  pattern  determined  by  the  Sec- 
retary shall  apply  to  the  accident  year 
ending  with  the  determination  year  and  to 
each  of  the  4  succeeding  accident  years. 

"(2)  Method  of  determination.— Determi- 
nations under  paragraph  (1)  for  any  deter- 
mination year  shall  be  made  by  the  Secre- 
tary— 

"(A)  by  using  the  aggregate  experience  re- 
ported on  the  annual  statements  of  insur- 
ance companies, 

"(B)  on  the  basis  of  the  most  recent  pub- 
lished aggregate  data  from  such  annual 
statements  relating  to  loss  payment  patterns 
availabU  on  the  1st  day  of  the  determina- 
tion year. 
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"to  as  if  all  losses  paid  or  treated  as  paid 
during  any  year  are  paid  in  the  middle  of 
such  year,  and 

"(Dl  in  accordance  icith  the  computation- 
al rules  prescribed  in  paragraph  (3J. 

"131  Computational  rules.— For  purposes 
of  this  subsection— 

"(AJ  In  GENUtAU— Except  as  otherwise  pro- 
vided in  this  paragraph,  the  loss  payment 
pattern  for  any  line  of  business  shall  be 
based  on  the  assumption  that  all  losses  are 
paid— 

"li)  during  the  accident  year  and  the  3  cal- 
endar years  following  the  accident  year,  or 

"Hi)  in  the  case  of  any  line  of  business  re- 
ported in  the  schedule  or  schedules  of  the 
annual  statement  relating  to  auto  liability, 
other  liability,  medical  malpractice,  work- 
ers' compensation,  and  multiple  peril  lines, 
during  the  accident  year  ^nd  the  10  calen- 
dar years  following  the  accident  year. 

"IBI  Treatment  of  certain  losses.— 
Except  as  otherwise  provided  in  this  para- 
graph— 

"(i)  in  the  case  of  any  line  of  business  not 
described  in  subparagraph  lA/liiJ,  losses 
paid  after  the  1st  year  following  the  acci- 
dent year  shall  be  treated  as  paid  equally  in 
the  2nd  and  3rd  year  following  the  accident 
year,  and 

"(HI  in  the  case  of  a  line  of  business  de- 
scribed in  subparagraph  lAXii),  losses  paid 
after  the  close  of  the  period  applicable  under 
subparagraph  (A)lii)  shall  be  treated  as  paid 
in  the  last  year  of  such  period. 

"(Cl  Special  rule  for  certain  long-tail 
UNES.—tn  the  case  of  any  long-tail  line  of 
business— 

"(i)  the  period  taken  into  account  under 
subparagraph  tAXii)  shall  be  extended  (but 
not  by  more  than  5  yearsJ  to  the  extent  re- 
quired under  clause  Hi),  and 

"(ii/  the  amount  of  losses  which  would 
have  been  treated  as  paid  in  the  10th  year 
after  the  accident  year  shall  be  treated  as 
paid  in  such  10th  year  and  each  subsequent 
year  in  an  amount  equal  to  the  amount  of 
the  losses  treated  as  paid  in  the  9th  year 
after  the  accident  year  (or,  xf  lesser,  the  por- 
tion of  the  unpaid  losses  not  theretofore 
taken  into  account). 

Notwithstanding  clause  Hi),  to  the  extent 
such  unpaid  losses  have  not  been  treated  as 
paid  before  the  last  year  of  the  extension, 
they  shall  be  treated  as  paid  in  such  last 
year. 

"(D)  Long-tail  line  of  business.— For  pur- 
poses of  subparagraph  (C),  the  term  long- 
tail  line  of  business'  means  any  line  of  busi- 
ness described  in  subparagraph  (A)(ii)  if  the 
amount  of  losses  which  (without  regard  to 
subparagraph  (O)  would  be  treated  as  paid 
in  the  10th  year  after  the  accident  year  ex- 
ceeds the  losses  treated  as  paid  in  the  9th 
year  after  the  accident  year. 

"(E)  Special  rule  for  international  and 
reinsurance  lines  of  business.— Except  as 
otherwise  provided  by  regulations,  any  de- 
termination made  under  subsection  (a)  with 
respect  to  unpaid  losses  relating  to  the  inter- 
national or  reinsurance  lines  of  business 
shall  be  made  using,  in  lieu  of  the  loss  pay- 
ment pattern  applicable  to  the  respective 
lines  of  btisin^ss,  a  pattern  determined  by 
the  Secretary  under  paragraphs  (1)  and  (2) 
based  on  the  combined  losses  for  all  lines  of 
business  described  in  subparagraph  (A)(ii). 

"(F)  Adjustments  if  loss  experience  infor- 
mation AVAILABLE  FOR  LONGER  PERIODS.  — The 

Secretary  shall  make  appropriate  adjust- 
ments in  the  application  of  this  paragraph 
if  annual  statement  data  with  respect  to 
payment  of  losses  is  available  for  longer  pe- 
riods after  the  accident  year  than  the  peri- 
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ods  assumed  under  the  rules  of  this  para- 
graph. 

"(G)  Special  rule  for  sth  year  if  negative 
OR  ZERO.— If  the  amount  of  the  losses  treated 
as  paid  in  the  9th  year  after  the  accident 
year  is  zero  or  a  negative  amount,  subpara- 
graphs (C)(ii)  and  (D)  shall  be  applied  by 
substituting  the  average  of  the  losses  treated 
as  paid  in  the  7th,  Sth.  and  9th  years  after 
the  accident  year  for  the  losses  treated  as 
paid  in  the  9th  year  after  the  accident  year. 

"(4)  Determination  year.— For  purposes  of 
this  section,  the  term  'determination  year' 
means  calendar  year  i987  and  each  Sth  cal- 
endar year  thereafter. 

"(e)  Election  To  Use  Company's  Histori- 
cal Pa  yment  Pattern.— 

"(1)  In  general.— The  taxpayer  may  elect 
to  apply  subsection  (a)(2)(C)  with  respect  to 
all  lines  of  business  by  using  a  loss  payment 
pattern  determined  by  reference  to  the  tax- 
payer's loss  payment  pattern  for  the  most 
recent  calendar  year  for  which  an  annual 
statement  was  filed  before  the  beginning  of 
the  accident  year.  Any  such  determination 
shall  be  made  with  the  application  of  the 
rules  of  paragraphs  (2>(C)  and  (3)  of  subsec- 
tion (d). 

"(2)  Election.— 

"(A)  In  general.— An  election  under  para- 
graph (1)  shall  be  made  separately  with  re- 
spect to  each  determination  year  under  sub- 
section (d). 

"(B)  Period  for  which  election  in 
effect.— Unless  revoked  with  the  consent  of 
the  Secretary,  an  election  under  paragraph 
(11  with  respect  to  any  determination  year 
shall  apply  to  accident  years  ending  with 
the  determination  year  and  to  each  of  the  4 
succeeding  accident  years. 

"(C)  Time  for  making  election— An  elec- 
tion under  paragraph  (1)  with  respect  to 
any  determination  year  shall  be  made  on  the 
taxpayer's  return  for  the  taxable  year  in 
which  (or  with  which)  the  determination 
year  ends. 

"(3)  No  election  for  international  or  re- 
insurance business.— No  election  under  this 
subsection  shall  apply  to  any  international 
or  reinsurance  line  of  business. 

"(4)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  subsection  including— 

"(A)  regulations  providing  that  a  taxpayer 
may  not  make  an  election  under  this  subsec- 
tion if  such  taxpayer  does  not  have  suffi- 
cient historical  experience  for  the  line  of 
business  to  determine  a  loss  payment  pat- 
tern, and 

"(B)  regulations  to  prevent  the  avoidance 
(through  the  use  of  separate  corporations  or 
otherwise)  of  the  requirement  of  this  subsec- 
tion that  an  election  unde^  this  subsection 
applies  to  all  lines  of  business  of  the  taxpay- 
er. 

"(f)  Other  Definitions  and  Special 
Rules.— For  purposes  of  this  section— 

"(X)  Accident  year.— The  term  accident 
year'  means  the  calendar  year  in  which  the 
incident  occurs  which  gii^es  rise  to  the  relat- 
ed unpaid  loss. 

"(2)  Unpaid  loss  adjustment  expenses.— 
The  term  'unpaid  losses'  includes  any 
unpaid  loss  adjustment  expenses  shown  on 
the  annual  statement. 

"(3)  Annual  statement.— The  term  'annual 
statement'  means  the  annual  statement  ap- 
proved by  the  National  Association  of  Insur- 
ance Commissioners  which  the  taxpayer  is 
required  to  file  with  insurance  regulatory 
authorities  of  a  State. 

"(4)  Line  of  business.— TTie  term  line  of 
business'  means  a  category  for  the  reporting 


of  loss  payment  patterns  determined  on  the 
basis  of  the  annual  statement  for  fire  and 
casualty  insurance  companies  for  the  calen- 
dar year  ending  with  or  within  the  taxable 
year,  except  that  the  multiple  peril  lines 
shall  be  treated  as  a  single  line  of  business. 

"(5)  Multiple  peril  lines.— The  term  'mul- 
tiple peril  lines'  means  the  lines  of  business 
relating  to  farmowners  multiple  peril,  home- 
owners multiple  peril,  commercial  multiple 
peril,  ocean  marine,  aircraft  (all  perils)  and 
boiler  and  machinery. 

"(6)  Special  rule  for  certain  accident  and 
HEALTH  INSURANCE  LINES  OF  BUSINESS.— Any  de- 
termination under  subsection  (a)  with  re- 
spect to. unpaid  losses  relating  to  accident 
and  health  insurance  lines  of  businesses 
(other  than  credit  disability  insurance)  shall 
be  made— 

"(A)  in  the  case  of  unpaid  losses  relating 
to  disability  income,  by  iising  the  general 
rules  prescribed  under  section  807(d)  appli- 
cable to  noncancellable  accident  and  health 
insurance  contracts  and  using  a  mortality 
or  morbidity  table  reflecting  the  taxpayer's 
experience;  except  that— 

"(iJ  the  prevailing  State  assumed  interest 
rate  shall  be  the  rate  in  effect  for  the  year  in 
which  the  loss  occurred  rather  than  the  year 
in  which  the  contract  was  issued,  and 

"(ii)  the  lirtiitation  of  subsection  (a)(3) 
shall  apply  in  lieu  of  the  limitation  of  the 
last  sentence  of  section  807(d)(1).  and 

"(B)  in  all  other  cases,  by  using  an  as- 
sumption (in  lieu  of  a  loss  payment  pattern) 
that  unpaid  losses  are  paid  during  the  year 
following  the  accident  year. 

"(g)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carrii  out  the  pur- 
poses of  this  section,  includim— 

"(II  regulations  providing  proper  treat- 
ment of  allocated  reinsurance,  and 

"(2)  regulations  providing  proper  treat- 
ment of  salvage  and  reinsurance  recoverable 
attributable  to  unpaid  losses. " 

(d)  Clerical  Amendment.— The  table  of  sec- 
tions for  such  part  IV  is  amended  by  adding 
at  the  end  thereof  the  following  new  Hern: 

"Sec.    846.    Discounted    unpaid    losses    de- 
fined. " 

(e)  Effective  Date.— 

(1)  In  general.— The  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31,  1986. 

(2)  Transitional  rule.— For  the  first  tax- 
able year  beginning  after  December  31, 
19S6- 

(Ai  the  unpaid  losses  and  the  expenses 
unpaid  (as  defined  in  paragraphs  (5I(BI  and 
(61  of  section  832(bi  of  the  Internal  Revenue 
Code  of  19861  at  the  end  of  the  preceding 
taxable  year,  and 

(Bl  the  unpaid  losses  as  defined  in  sec- 
tions 807(cl(2l  and  805(a)(1)  of  such  Code  at 
the  end  of  the  preceding  taxable  year, 

shall  be  determined  as  if  the  amendments 
made  by  this  section  had  applied  to  such 
unpaid  losses  and  expenses  unpaid  in  the 
preceding  taxable  year  and  by  using  the  in- 
terest rate  and  loss  payment  patterns  appli- 
cable to  accident  years  ending  with  calendar 
year  1987.  For  subsequent  taxable  years, 
such  amendments  shall  be  applied  with  re- 
spect to  such  unpaid  losses  and  expenses 
unpaid  by  using  the  interest  rate  and  loss 
payment  patterns  applicable  to  accident 
years  ending  with  calendar  year  1987. 

(3)  Fresh  START.— 

(A)  In  GENERAL.— Except  as  otherwise  pro- 
vided in  this  paragraph,  any  difference  be- 
tween— 


UMI 
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(il  the  amount  determined  to  be  the 
unpaid  losses  and  expenses  unpaid  for  the 
year  preceding  the  1st  taxable  year  of  an  in- 
surance company  beginning  after  December 
31.  1986,  determined  without  regard  to  para- 
graph <Z),  and 

(ii)  such  amount  determined  with  regard 
to  paragrdph  12), 

shall  not  be  taken  into  account  for  purposes 
of  the  Internal  Revenue  Code  of  1986. 

<B)  Reserve  strengthening  in  years  after 
I ses.— Subparagraph  (A)  shall  not  apply  to 
any  reserve  strengthening  in  a  taxable  year 
beginning  in  1986,  and  such  strengthening 
shall  be  treated  as  occurring  in  the  taxpay- 
er's 1st  taxable  year  beginning  after  Decem- 
ber 31,  1986. 

<C)  Effect  on  earnings  and  profits.— The 
earnings  and  profits  of  any  insurance  com- 
pany for  its  1st  taxable  year  beginning  after 
December  31.  1986.  shall  be  increased  by  the 
amount  of  the  difference  determined  under 
subparagraph  (A)  with  respect  to  such  com- 
pany. 

SEC  1024.  REPEAL  OF  PROTECTIOS  ACAISST  LOSS 
A(((ll.\T:  KEHSloy  OF  SPECIAL 
TREATMEST  FOR  SMALL  CO.MPAMES: 
COMBISA  TIOS  OF  PARiy  II  A.\D  III. 

(a)  General  Rule.— Subchapter  L  of  chap- 
ter 1  is  amended  as  follows: 

HI  Part  II  < other  than  sections  822  and 
8261  IS  hereby  repealed. 

(2)  Parts  III  and  IV  are  hereby  redesignat- 
ed as  parts  II  and  III.  respectively. 

13)  Section  822  'relating  to  determination 
of  taxable  iniestment  income)  and  section 
826  'relating  to  election  by  reciprocal)  are 
hereby  redesignated  as  sections  834  and  835, 
respectively,  and  transferred  to  the  end  of 
part  II  las  redesignated  by  paragraph  (2)). 

(4)  Section  831  is  amended  to  read  as  fol- 
lows: 

■SEC   «/.    rn    0\  l.\S(RA\CE  niMPAMES  OTHER 
THA.S  life  l.\St  RA.SCE  (OMPAMES 

"fa)  General  Rijle.  — Taxes  computed  as 
provided  in  section  11  .^hall  be  imposed  for 
each  taxable  year  on  the  taxable  income  of 
every  insurance  company  ether  than  a  life 
insurance  company. 

■'lb)  Alternative  Tax  for  Certain  Small 
Companies.  — 

"(1)  In  general.— In  lieu  of  the  tax  other- 
wise applicable  under  subsection  'a),  there 
is  hereby  imposed  for  each  taxable  year  on 
the  income  of  every  insurance  company  to 
which  this  subsection  applies  a  tax  comput- 
ed by  multiplying  the  taxable  investment 
income  of  siich  company  for  such  taxable 
year  by  the  rates  provided  in  section  11(b). 
"(2)  Companies  to  which  this  subsection 
applies.— 

"I A)  In  general.— This  subsection  shall 
apply  to  every  insurance  company  other 
than  life  (including  interinsurers  and  recip- 
rocal undencriters)  if— 

"(i)  the  net  written  premiums  (or,  if  great- 
er, direct  written  premiums)  for  the  taxable 
year  exceed  $350,000  but  do  not  exceed 
tl,200,000,  and 

"(ii)  such  company  elects  the  application 
of  this  subsection  for  such  taxable  year. 
"(B)  Controlled  group  rules.— 
"(i)  In  aENERAL.—For  purposes  of  subpara- 
graph (A),  in  determining  whether  any  com- 
pany is  described  in  clause  (i)  of  subpara- 
graph (A),  such  company  shall  be  treated  as 
receiving  during  the  taxable  year  amounts 
described  in  such  clause  (i)  which  are  re- 
ceived during  such  year  by  all  other  compa- 
nies which  are  members  of  the  same  con- 
trolled group  as  the  insurance  company  for 
which  the  determination  is  being  made. 

"(ii)  Controlled  group.— For  purposes  of 
clause  (i),  the  term  'controlled  group'  means 


any  controlled  group  of  corporations  (as  de- 
fined in  section  1563(a)):  except  that— 

"(I)  'more  than  50  percent'  shall  be  substi- 
tuted for  'at  least  80  percent'  each  place  it 
appears  in  section  1563(a),  and 

•'(II)  subsections  (a)(4)  and  (b)(2)(D)  of 
section  1563  shall  not  apply. 

"(c)  Cross  References.— 

"(I)  For  alternative  tax  in  case  of  capital  gains, 
see  section  1201(a). 

"(2)  For  taxation  of  foreign  corporations  carry- 
ing on  an  insurance  business  icitliin  the  United 
States,  see  section  H42. 

"(3)  For  exemption  from  tax  for  certain  insur- 
ance companies  other  than  life,  see  section 
oOKcXIS)." 

(b)  Revision  of  Exemption  From  Tax  — 
Paragraph  115)  of  section  501(c)  'relating  to 
list  of  exempt  organisations)  is  amended  to 
read  as  folloifs: 

■■(15)(A)  Insurance  companies  or  associa- 
tions other  than  life  (including  interin- 
surers and  reciprocal  underwriters)  if  the 
net  written  premiums  (or.  if  greater,  direct 
written  premiums)  for  the  taxable  year  do 
not  exceed  $350,000. 

•IB)  For  purposes  of  subparagraph  (A),  in 
determining  whether  any  company  or  asso- 
ciation is  described  in  subparagraph  lAl. 
such  company  or  association  shall  be  treat- 
ed as  receiving  during  the  taxable  year 
amounts  described  in  subparagraph  lAi 
which  are  received  during  such  year  by  all 
other  companies  or  associations  which  are 
members  of  the  same  controlled  group  as  the 
insurance  company  or  association  for  which 
the  determination  is  being  made. 

■•IC>   For  purposes  of  subparagraph    iB). 
the  term  controlled  group'  has  the  meaning 
given  such  term  by  section  831ibi(2)iB)(ii)." 
ic)  Conforming  Amendments.— 
'D  Subparagraph  iC)  of  section  832(b)(1) 
is  amended  by  striking  out  "a  mutual  fire 
insurance    company    described    in    section 
831ia)i3iiA)"  and  inserting  in  lieu  thereof 
'a   mutual  fire  insurance  company  exclu- 
sively issuing  perpetual  policies  ". 

12)  Subparagraph  ID)  of  section  832(b)(V 
is  amended  to  read  as  follows: 

'ID)  m  the  case  of  a  mutual  fire  or  flood 
insurance  company   whose  principal  busi- 
.  ness  is  the  issuance  of  policies— 

"(i)  for  which  the  premium  deposits  are 
the  same  (regardless  of  the  length  of  the  term 
for  which  the  policies  are  written/,  and 

"(ii)  under  which  the  unabsorbed  portion 
of  such  premium  deposits  not  required  for 
losses,  expenses,  or  establishment  of  reserves 
is  returned  or  credited  to  the  policyholder  on 
cancellation  or  expiration  of  the  policy, 
an  amount  equal  to  2  percent  of  the  premi- 
ums earned  on  insurance  contracts  during 
the  taxable  year  with  respect  to  such  policies 
after  deduction  of  premium  deposits  re- 
turned or  credited  during  the  same  taxable 
year,  and". 

(3)  Paragraph  (4)  of  section  832(b)  is 
amended— 

(A)  by  striking  out  "section  831(a)i3)(B)" 
each  place  it  appears  and  inserting  in  lieu 
thereof  "paragraph  (IXD)",  and 

(B)  by  striking  out  the  last  sentence  and 
inserting  in  lieu  thereof  the  following:  "Pre- 
miums paid  by  the  subscriber  of  a  mutual 
flood  insurance  company  described  in  para- 
graph (1)(D)  or  issuing  exclusively  perpetual 
policies  shall  be  treated,  for  purposes  of 
computing  the  taxable  income  of  such  sub- 
scriber, in  the  same  manner  as  premiums 
paid  by  a  policyholder  to  a  mutual  fire  in- 
surance company  described  in  subpara- 
graph (C)  or  (D)  of  paragraph  (1). " 

(4)  Paragraph  (5)  of  section  832(c)  is 
amended  by  striking  out  "section  822(b)" 
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in    lieu     thereof    "section 


and     inserting 
834(b)". 

(5)  Paragraph  (11)  of  section  8321c)  w 
amended— 

(A)  by  striking  out  "section  831(a)(3)(AI" 
and  inserting  in  lieu  thereof  "subsection 
(b)(1)(C)".  and 

IB)  by  striking  out  "section  831(a)(3)(B)" 
and  inserting  in  lieu  thereof  "subsection 
(b/(l)(D)". 

(6)  Section  832  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsec- 
tion: 

"(f)  INTERINSVRERS.—In  the  casc  of  a 
mutual  insurance  company  which  is  an  in- 
terinsurer  or  reciprocal  underwriter— 

"(1)  there  shall  be  allowed  as  a  deduction 
the  increase  for  the  taxable  year  in  savings 
credited  to  subscriber  accounts,  or 

"(2)  there  shall  be  included  as  an  item  of 
gross  income  the  decrease  for  the  taxable 
year  in  savings  credited  to  subscril>er  ac- 
counts. 

For  purposes  of  the  preceding  sentence,  the 
term  'savings  credited  to  subscriber  ac- 
counts' means  such  portion  of  the  surplus  as 
is  credited  to  the  individual  accounts  of  sub- 
scribers before  the  16th  day  of  the  3rd  month 
following  the  close  of  the  taxable  year,  but 
only  if  the  company  would  be  obligated  to 
pay  such  amount  promptly  to  such  subscrib- 
er if  he  terminated  his  contract  at  the  close 
of  the  company's  taxable  year.  For  purposes 
of  determining  his  taxable  income,  the  sub- 
scriber shall  treat  any  such  savings  credited 
to  his  account  as  a  dividend  paid  or  de- 
clared. " 

17/  Subsection  la)  of  section  834  las  redes- 
ignated by  subsection  la//  is  amended  to 
read  as  follows: 

"la/  General  Rule.— For  purposes  of  sec- 
tion 8311b).  the  term  taxable  investment 
income'  means  the  gross  investment  income, 
minus  the  deductions  provided  in  subsec- 
tion (ci." 

18)  Subsection  (di  of  section  834  (as  so  re- 
designated) is  amended— 

I  A)  by  striking  out  'section  821"  each 
place  it  appears  and  inserting  in  lieu  there- 
of "section  831 ".  and 

(B)  by  inserting  before  the  period  at  the 
end  of  the  last  sentence  of  paragraph  (2)  the 
following: 

"except  in  the  case  of  discount  which  is 
original  issue  'discount  (as  defined  in  sec- 
tion 1273)". 

19)  Section  835  (as  redesignated  by  subsec- 
tion la))  is  amended— 

(A)  by  striking  out  subsection  (d)  and  by 
redesignating  subsections  (e).  (f),  (g),  and 
(h)  as  subsections  (d),  (e),  (f),  and  (g),  re- 
spectively, and 

(B)  by  amending  subsection  (e)  (as  so  re- 
designated) to  read  as  follows: 

"(e)  Benefits  of  Graduated  Rates 
Denied.— Any  increase  in  the  taxable  income 
of  a  reciprocal  attributable  to  the  limits  pro- 
vided in  subsection  (b)  shall  be  taxed  at  the 
highest  rate  of  tax  specified  in  section 
11(b)." 

(10)  Section  841  is  amended— 

(A)  by  striking  out  "section  801,  821,  or 
831"  and  inserting  in  lieu  thereof  'section 
801  or  831 ", 

(B)  by  inserting  "and"  at  the  end  of  para- 
graph (1), 

(C)  by  striking  out  paragraph  (2),  and 

(D)  by  redesignating  paragraph  i3)  as 
paragraph  (2). 

(11)  Section  842  is  amended  by  striking 
out  "part  I,  II,  or  III"  and  inserting  in  lieu 
thereof  "part  I  or  II". 
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'12)  Section  844  is  amended  by  striking 
out  sultsections  fa}  and  lb)  and  inserting  in 
lieu  thereof  the  following: 

"(a)  General  Rule— If  an  insurance  com- 
pany— 

"(1)  is  subject  to  the  tax  imposed  by  part  I 
or  II  of  this  subchapter  for  the  taxable  year, 
and 

"12/  was  subject  to  the  tax  imposed  by  a 
different  part  of  this  subchapter  for  the  tax- 
able year, 

then  any  operations  loss  carryover  under 
section  810  lor  the  corresponding  provisions 
of  prior  law)  or  net  operating  loss  carryover 
under  section  1 72  fas  the  case  may  be)  aris- 
ing in  such  prior  taxable  year  shall  be  in- 
cluded in  its  operations  loss  deduction 
under  section  810(a)  or  net  operating  loss 
deduction  under  section  83210110).  as  the 
case  may  be. 

"(b)  Limitation.— The  amount  included 
under  section  810(a)  or  832(c)(10)  (as  the 
case  may  be)  by  reason  of  the  application  of 
subsection  (a)  shall  not  exceed  the  amount 
that  would  have  constituted  the  loss  carry- 
over under  such  section  if  fat  all  relevant 
taxable  years  the  company  had  been  subject 
to  the  tax  imposed  by  the  part  referred  to  in 
subsection  (a)(1)  rather  than  the  part  re- 
ferred to  in  subsection  (a)(2).  For  purposes 
of  applying  the  preceding  sentence,  section 
810(b)(1)(C)  (relating  to  additional  years  to 
which  losses  may  be  carried  by  new  life  in- 
surance companies)  shall  not  apply.  " 

(131  Section  891  is  amended  by  striking 
out  "821. ". 

(14)  Subsection  (a)  of  section  1201  is 
amended  by  striking  out  "821(a)  or  (ci  and 
831(a)"  and  inserting  in  lieu  thereof  "831(a) 
or  (b)". 

(15)  Paragraph  (2)  of  section  1504(b)  is 
amended  by  striking  out  "or  821 ". 

fl6)  Paragraph  (2)(A)  of  section  1504(c)  is 
amended  by  striking  out  "or  821 ". 

(17)  Subparagraph  (D)  of  section 
lS63(b)(2)  is  amended  by  striking  out  "or 
section  821  ". 

(18)  The  table  of  sections  for  part  II  of  sub- 
chapter L  of  chapter  1  (as  redesignated  by 
subsection  (a))  is  amended  by  adding  at  the 
end  thereof  the  following  new  items: 

"Sec.  834.  Determination  of  taxable  invest- 
ment income. 
"Sec.  835.  Election  by  reciprocal " 

(d)  Transitional  Rules.— 

(1)  Treatment  of  amounts  in  protection 
AGAINST  LOSS  ACCOUNT— In  the  case  of  any  in- 
surance company  which  had  a  protection 
against  loss  account  for  its  last  taxable  year 
beginning  before  January  1,  1987.  there  shall 
be  included  in  the  gross  income  of  such  com- 
pany for  any  taxable  year  beginning  after 
December  31.  1986.  the  amount  which  would 
have  been  included  in  gross  income  for  such 
taxable  year  under  section  824  of  the  Inter- 
nal Revenue  Code  of  1954  (as  in  effect  on  the 
day  before  the  date  of  the  enactment  of  this 
Act).  For  purposes  of  the  preceding  sentence, 
no  addition  to  such  account  shall  be  made 
for  any  taxable  year  beginning  after  Decem- 
ber 31.  1986. 

(2)  Transitional  rule  for  unused  loss 
CARRYOVER  UNDER  SECTION  125.— Any  unused 
loss  carryover  under  section  825  of  the  Inter- 
nal Revenue  Code  of  1954  (as  in  effect  on  the 
day  before  the  date  of  the  enactment  of  this 
Act)  which— 

(A)  is  from  a  taxable  year  beginning  before 
January  1,  1987,  and 

(B)  could  have  been  carried  under  such 
section  to  a  taxable  year  beginning  after  De- 
cember 31.  1986.  but  for  the  repeal  made  by 
subsection  (a)(1). 
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shall  be  included  in  the  net  operating  loss 
deduction  under  section  832(0(10)  of  such 
Code  without  regard  to  the  limitations  of 
section  844(b)  of  such  Code. 

(e)     Effective    Date.— The     amendments 
made  by  this  section  (and  the  provisions  of 
subsection  (d))  shall  apply  to  taxable  years 
beginning  after  December  31.  1986. 
.fEC.  lui.  snor  of  trea  tmest  of  property  asd 

CASIALTY  l.\StRAME  COHPAMES. 

The  Secretary  of  the  Treasury  or  his  dele- 
gate shall  conduct  a  study  of— 

(1)  thie  treatment  of  policyholder  dividends 
by  mutual  property  and  casualty  insurance 
companies. 

(2)  the  treatment  of  property  and  casualty 
insurance  companies  under  the  minimum 
tax,  and 

(3)  the  operation  and  effect  of.  and  reve- 
nue raised  by.  the  amendments  made  by  this 
subtitle. 

Not  later  than  January  1.  1989.  such  Secre- 
tary shall  submit  to  the  Committee  on  Ways 
and  Means  of  the  House  of  Representatives, 
the  Committee  on  Finance  of  the  Senate, 
and  the  Joint  Committee  on  Taxation,  the 
results  of  such  study,  together  with  such  rec- 
ommendations as  he  determines  to  be  appro- 
priate. The  Secretary  of  the  Treasury  shall 
have  authority  to  require  the  furnishing  of 
such  information  as  may  be  necessary  to 
carry  out  the  purposes  of  this  section. 
Subtitle  D— Miscellaneous  Provisions 

SEC.  1031.  PHiSICIA.\S-  ASD  SlRGEO.yS'  Ml'TlAL 
PROTECTIOS  ASD  ISTERISDEMSITY 
ARRASGEMESTS  OR  ASS0CI.4TI0SS. 

(a)  Certain  Physicians'  and  Surgeons' 
Mutual  Protection  and  Interindemnity  Ar- 
rangements or  Associations.— 

(1)  Treatment  of  arrangements  or  asso- 
ciations.— 

(A)  Capital  contributions.  — There  shall 
not  be  included  in  the  gross  income  of  any 
eligible  physicians'  and  surgeons'  mutual 
protection  and  interindemnity  arrangement 
or  association  any  initial  payment  made 
during  any  taxable  year  to  such  arrange- 
ment or  association  by  a  member  joining 
such  arrangement  or  association  which— 

(i)  does  not  release  such  member  from  obli- 
gations to  pay  current  or  future  dues,  assess- 
ments, or  premiums:  and 

(ii)  is  a  condition  precedent  to  receiving 
benefits  of  membership. 
Such  initial  payment  shall  be  included  in 
the  gross  income  of  such  arrangement  or  as- 
sociation for  such  taxable  year  if  it  is  rea- 
sonable to  expect  that  such  payment  will  be 
deductible  pursuant  to  paragraph  (2)  by  any 
member  of  such  arrangement  or  association. 

IB)  Return  of  contributions.— 

(i)  In  general.— The  repayment  to  any 
member  of  any  amount  of  any  payment  ex- 
cluded under  subparagraph  (A)  shall  not  be 
treated  as  policyholder  dividend,  and  is  not 
deductible  by  the  arrangement  or  associa- 
tion. 

(ii)  Source  of  returns.— Except  in  the 
case  of  the  termination  of  a  member's  inter- 
est in  the  arrangement  or  association,  any 
amount  distributed  to  any  member  shall  be 
treated  as  paid  out  of  surplus  in  excess  of 
amounts  excluded  under  subparagraph  (A). 

(2)  Deduction  for  members  of  eligible  ar- 
rangements OR  associations.— 

(A)  Payment  as  trade  or  business  ex- 
penses.—To  the  extent  not  otherwise  allow- 
able under  this  title,  any  member  of  any  eli- 
gible arrangement  or  association  may  treat 
any  initial  payment  made  during  a  taxable 
year  to  such  arrangement  or  association  as 
iin  ordinary  and  necessary  expense  incurred 
in  connection  with  a  trade  or  business  for 
purposes  of  the  deduction  allowable  under 


section  162.  to  the  extent  such  payment  does 
not  exceed  the  amount  which  would  be  pay- 
able to  an  independent  insurance  company 
for  similar  annual  insurance  coverage  (as 
determined  by  the  Secretary),  and  further  re- 
duced by  any  annual  dues,  assessments,  or 
premiums  paid  during  such  taxable  year. 
Such  deduction  shall  not  be  allowable  as  to 
any  initial  payment  made  to  an  eligible  ar- 
rangement or  association  by  any  person 
who  is  a  member  of  any  other  eligible  ar- 
rangement or  association  on  or  after  the  ef- 
fective date  of  the  Tax  Reform  Act  of  1986. 
Any  excess  amount  not  allowed  as  a  deduc- 
tion for  the  taxable  year  in  which  such  pay- 
ment was  made  pursuant  to  the  limitation 
contained  in  the  1st  sentence  of  this  sub- 
paragraph shall,  subject  to  such  limitation, 
be  allowable  as  a  deduction  in  any  of  the  5 
succeeding  taxable  years,  in  order  of  time,  to 
the  extent  not  previously  allowed  as  a  de- 
duction under  this  sentence. 

(B)  Refunds  of  initial  payments.— Any 
amount  attributable  to  any  initial  payment 
to  such  arrangement  or  association  de- 
scribed in  paragraph  (1)  which  is  later  re- 
funded for  any  reason  shall  be  included  in 
the  gross  income  of  the  recipient  in  the  tax- 
able year  received,  to  the  extent  a  deduction 
for  such  payment  was  allowed.  Any  amount 
refunded  in  excess  of  such  payment  shall  be 
included  in  gross  income  except  to  the 
extent  otherwise  excluded  from  income  by 
this  title. 

(3)  Eligible  arrangements  or  associa- 
tions.—The  terms  "eligible  physicans'  and 
surgeons'  mutual  protection  and  interin- 
demnity arrangement  or  association"  and 
"eligible  arrangement  or  association"  mean 
and  are  limited  to  any  mutual  protection 
and  interindemnity  arrangement  or  associa- 
tion that  provides  only  medical  malpractice 
liability  protection  for  its  members  or  medi- 
cal malpractice  liability  protection  in  con- 
junction with  protection  against  other  li- 
ability claims  incurred  in  the  course  of.  or 
related  to.  the  professional  practice  of  a  phy- 
sician or  surgeon  and  which— 

(A)  was  operatii^e  and  was  providing  such 
protection,  or  had  received  a  permit  for  the 
offer  and  sale  of  memberships,  under  the 
laws  of  any  State  before  January  1,  1984, 

(B)  is  not  subject  to  regulation  by  any 
State  insurance  department. 

(C)  has  a  right  to  make  unlimited  assess- 
ments against  all  members  to  cover  current 
claims  and  losses,  and 

(D)  is  not  a  member  of.  nor  subject  to  pro- 
tection by.  any  insurance  guaranty  plan  or 
association  of  any  State. 

(b)    Effective    Date.— The    provisions    of 
subsection  (a)  shall  apply  to  payments  made 
to  and  receipts  of  physicians'  and  surgeons' 
mutual  protection  and  interindemnity  ar- 
rangements or  associations,  and  refunds  of 
payments  by  such  arrangements  or  associa- 
tions, after  the  date  of  the  enactment  of  this 
Act.  in  taxable  years  ending  after  such  date. 
TITLE   XI-PENSIONS  AND    DEFERRED 
COMPENSATION;     EMPLOYEE     BENE- 
FITS; EMPLOYEE  STOCK  OWNERSHIP 
PLANS 

SuBTrrLE  A— Pensions  and  Deferred 

Compensation 

PART  l—LIMITA  TIONS  ON  T.iX-DEFERRED 

SA  VINGS 

Subpart  A— Rules  Applicable  to  IRAi 

SBC.  1 101.  LIMITATIONS  OS  IRA  DEDUCTIONS  FOR 
ACTIVE  PARTICIPANTS  IN  CERTAIN 
PESSIOS  PLASS 

(a)  Limitations  on  Deductions  for  Active 
Participants.— 
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(1)  In  general.— Section  219  (relating  to 
deduction  for  retirement  savings/  is  amend- 
ed by  redesignating  subsection  (g)  as  subsec- 
tion <h)  and  by  adding  after  subsection  (fl 
the  following  new  subsection: 

"(g)  Limitation  on  Deduction  for  Active 
Participants  in  Certain  Pension  Plans.— 

"(1)  In  general.— If  (for  any  part  of  any 
plan  year  ending  with  or  within  a  taxable 
year  J  an  individual  or  the  individual's 
spouse  is  an  active  participant,  each  of  the 
dollar  limitations  contained  in  subsections 
(b)(1)(A)  and  (c)(2)  for  such  taxable  year 
shall  be  reduced  (but  not  below  zero)  by  the 
amount  determined  under  paragraph  (2). 

"(2)  Amount  of  reduction.— 

"(A)  In  general.— The  amount  determined 
under  this  paragraph  with  respect  to  any 
dollar  limitation  shall  be  the  amount  which 
bears  the  same  ratio  to  such  limitation  as— 

"(i)  the  excess  of— 

"(I)  the  taxpayer's  adjusted  gross  income 
for  such  taxable  year,  over 

"(II)  the  applicable  dollar  amount,  bears 
to 

"(ii)  $10,000. 

"(B)  No  REDUCTION  BELOW  $200  UNTIL  COM- 
PLETE PHASE-OUT.— No  dollar  limitation  shall 
be  reduced  below  $200  under  paragraph  (II 
unless  (without  regard  to  this  subpara- 
graph) such  limitation  is  reduced  to  zero. 

"(C)  Rounding.— Any  amount  determined 
under  this  paragraph  which  is  not  a  multi- 
ple of  $10  shall  be  rounded  to  the  next  lowest 
$10. 

"(3)  Adjusted  gro.ss  income;  applicable 
DOLLAR  amount.— For  purposes  of  this  sub- 
section— 

"(A)  Adjusted  gross  incoiie.— Adjusted 
gross  income  of  any  taxpayer  shall  be  deter- 
mined— 

"(ii  after  application  of  sections  86  and 
469.  and 

"(ii)  without  regard  to  section  911  or  the 
deduction  allowable  under  this  section. 

"(B)  Applicable  dollar  amount.— The  term 
'applicable  dollar  amount'  means- 

"(i)  in  the  case  of  a  taxpayer  filing  a  joint 
return,  $40,000, 

"(ii)  in  the  case  of  any  other  taxpayer 
(other  than  a  married  individual  filing  a 
separate  return),  $25,000,  and 

"(Hi)  in  the  case  of  a  married  individual 
filing  a  separate  return,  zero. 

"(4)  Special  rule  for  married  individuals 
FILING  SEPARATELY.— In  the  case  of  a  married 
individual  filing  a  separate  return  for  any 
taxable  year,  paragraph  (1)  shall  be  applied 
without  regard  to  whether  such  individual's 
spouse  is  an  active  participant  for  any  plan 
year  ending  with  or  within  such  taxable 
year. 

"(5)  Active  participant.— For  purposes  of 
this  subsection,  the  term  active  participant' 
means,  with  respect  to  any  plan  year,  an  in- 
dividual— 
"(A)  who  is  an  active  participant  in— 
"(i)  a  plan  described  in  section  401(a> 
which  inc.:-  des  a  trust  exempt  from  tax 
under  section  501(a), 

"(ii)  an  annuity  plan  described  in  section 
403(a), 

"(Hi)  a  plan  established  for  its  employees 
by  the  United  States,  by  a  State  or  political 
subdivision  thereof,  or  by  an  agency  or  in- 
strumentality of  any  of  the  foregoing, 

"(iv)  an  annuity  contract  described  in  sec- 
tion 403(b),  or 

"(v)  a  simplified  emiloyee  pension 
(within  the  meaning  of  section  40S(k)>,  or 

"(B)  who  makes  deductible  contributions 
to  a  tnist  described  in  section  501(0(18). 
The  determination  of  whether  an  individual 
is  an  active  participant  shall  be  made  with- 


out regard  to  whether  or  not  such  individ- 
ual's rights  under  a  plan,  trust,  or  contract 
are  nonforfeitable.  An  eligible  deferred  com- 
pensation plan  (uHthin  the  meaning  of  sec- 
tion 457(b))  shall  not  be  treated  as  a  plan 
described  in  subparagraph  (A)(iii). 

"(6)  Certain  individuals  not  treated  as 
ACTIVE  participants.— For  purposes  of  this 
subsection,  any  individual  described  in  any 
of  the  following  subparagraphs  shall  not  be 
treated  as  an  active  participant  for  any  tax- 
able year  solely  because  of  any  participation 
so  described: 

"(A)  Members  of  reserve  components.— 
Participation  in  a  plan  described  in  sub- 
paragraph (A)(iii)  of  paragraph  (5)  by 
reason  of  service  as  a  member  of  a  reserve 
component  of  the  Armed  Forces  (as  defined 
in  section  261(a)  of  title  10),  unless  such  in- 
dividual has  served  in  excess  of  90  days  on 
active  duty  (other  than  active  duty  for 
training)  during  the  year. 

"(B)  Volunteer  firefighters.— A  volunteer 
firefighter— 

"(i)  who  is  a  participant  in  a  plan  de- 
scribed in  subparagraph  (A)(iiil  of  para- 
graph (5)  based  on  his  activity  as  a  volun- 
teer firefighter,  and 

"(ii)  whose  accrued  benefit  as  of  the  begin- 
ning of  the  taxable  year  is  not  more  than  an 
annual  benefit  of  $1,800  (when  e.ipressed  as 
a  single  life  annuity  commencing  at  age 

651." 

(2)  Conforming  amendment.— Section 
219(f)(3)  is  amended  to  read  as  follows: 

"(3/  Time  when  contributions  deemed 
MADE.— For  purposes  of  this  section,  a  lax- 
payer  shall  be  deemed  to  have  made  a  con- 
tribution to  an  individual  retirement  plan 
on  the  last  day  of  the  preceding  taxable  year 
if  the  contribution  is  made  on  account  of 
such  taxable  year  and  is  made  not  later  than 
the  time  prescribed  by  law  for  filing  the 
return  for  such  taxable  year  (not  including 
extensions  thereof). " 

(b)  Repeal  of  Deduction  for  Qualified 
Voluntary  Employee  Contributions.— 

(1)  In  general.— Subsection  (el  of  section 
219  (relating  to  defining  retirement  savings 
contributions)  is  amended  to  read  as  fol- 
lows: 

"(el  (Qualified  Retirement  Contribu- 
TioN.—For  purposes  of  this  section,  the  term 
'qualified  retirement  contribution'  means— 

"(II  any  amount  paid  in  cash  for  the  tax- 
able year  by  or  on  behalf  of  an  individual  to 
an  individual  retirement  plan  for  such  indi- 
vidual's benefit,  and 

"(21  any  amount  contributed  on  behalf  of 
any  individual  to  a  plan  described  in  sec- 
tion 501(c)(18l." 

(2)  Conforming  amendments.— 

(A)  Section  219(bl  is  amended  by  striking 
out  paragraph  (3). 

(B)  Paragraph  (3)  of  section  72(p)  is 
amended  to  read  as  follows: 

"(3)  Qualified  employer  plan,  etc.— For 
purposes  of  this  subsection— 

"(A)  Qualified  employer  plan.— 

"(il  In  general.— The  term  'qualified  em- 
ployer plan '  means— 

"(I)  a  plan  described  in  section  401  (ai 
which  includes  a  trust  exempt  from  tax 
under  section  501  (al. 

"(II)  an  annuity  plan  described  in  section 
403(a).  and 

"(III)  a  plan  under  which  amounts  are 
contributed  by  an  individual's  employer  for 
an  annuity  contract  described  in  section 
403(b). 

"(ii)  Special  rules.— The  term  'qualified 
employer  plan  '— 

"(I)  shall  include  any  plan  which  was  (or 
was  determined  to  be)  a  qualified  employer 
plan  or  a  government  plan,  but 


"(II)  shall  not  include  a  plan  described  in 
subsection  (e)(7). 

"(B)  Government  plan.— The  term  govern- 
ment plan'  means  any  plan,  whether  or  not 
qualified,  established  and  maintained  for  its 
employees  by  the  United  States,  by  a  State  or 
political  subdivision  thereof,  or  by  an 
agency  or  instrumentality  of  any  of  the  fore- 
going. " 

(Cl  Paragraph  (5i  of  section  72(oi  is 
amended— 

(i)  by  inserting  "and  made  for  a  taxable 
year  beginning  before  January  1,  1987." 
after  "date"  in  subparagraph  (Al. 

(HI  by  striking  out  "section  219(e)(3)"  in 
subparagraph  (C)  and  inserting  in  lieu 
thereof  "subsection  (p)(3l(Al(il".  and 

(iiil  by  striking  out  "section  219(el(4l"  in 
subparagraph  (Di  and  inserting  in  lieu 
thereof  "subsection  (p)(3l(Bl". 

<c)  Effective  Date— The  amendments 
made  by  this  section  shall  apply  to  contribu- 
tions for  taxable  years  beginning  after  De- 
cember 31.  1986. 

SEC.  1102.  SOSDEDiCTIBLE  COSTRIBniOSS  MA  i  BE 
MADE  TO  ISDIYIDIAL  RETIREMENT 
PLASH. 

(al  In  General. -Section  408  (relating  to 
individual  retirement  accountsi  is  amended 
by  redesignating  subsection  (oi  as  subsec- 
tion (pi  and  by  inserting  after  subsection 
(nl  the  following  new  subsection: 

"(01  Definitions  and  Rules  Relating  to 
Nondeductible  Contributions  to  Individual 
Retirement  Plans.— 

"(II  In  general— Subject  to  the  provisions 
Of  this  subsection,  designated  nondeductible 
contributions  may  be  made  on  behalf  of  an 
individual  to  an  individual  retirement  plan. 
"(21  Limits  on  amounts  which  may  be  con- 
tributed.— 

"(Al  In  general.  — The  amount  of  the  desig- 
nated nondeductible  contributions  made  on 
behalf  of  any  individual  for  any  taxable 
year  shall  not  exceed  the  nondeductible  limit 
for  such  taxable  year. 

"(Bi  Nondeductible  limit.— For  purposes 
of  this  paragraph- 

"(il  In  general.— The  term  nondeductible 
limit'  means  the  excess  of— 

■■(II  the  amount  allowable  as  a  deduction 
under  section  219  (determined  without 
regard  to  section  219(gii.  over 

■■(II)  the  amount  allowable  as  a  deduction 
under  section  219  (determined  with  regard 
to  section  219(gl). 

"(ii)  Taxpayer  may  elect  to  treat  deduct- 
ible contributions  as  nondeductible.— If  a 
taxpayer  elects  not  to  deduct  an  amount 
which  (without  regard  to  this  clause)  is  al- 
lowable as  a  deduction  under  section  219  for 
any  taxable  year,  the  nondeductible  limit  for 
such  taxable  year  shall  be  increased  by  such 
amount. 

"(Ci  Designated  nondeductible  contribu- 
tions.- 

"(il  In  general.— For  purposes  of  this 
paragraph,  the  term  ■designated  nondeduct- 
ible contribution'  means  any  contribution 
to  an  individual  retirement  plan  for  the  tax- 
able year  which  is  designated  (in  such 
manner  as  the  Secretary  may  prescribei  as  a 
contribution  for  which  a  deduction  is  not 
allowable  under  section  219. 

"(HI  Designation.— Any  designation  under 
clause  (il  shall  be  made  on  the  return,  of  tax 
imposed  by  chapter  1  for  the  taxable  year. 

■■(31  Time  when  contributions  made.— In 
determining  for  which  taxable  year  a  desig- 
nated nondeductible  contribution  is  made, 
the  rule  of  section  219(fl(3)  shall  apply. 

"(4)  Individual  required  to  report 
amount  of  designated  nondeductible  con- 
tributions.— 


24252 


'  "(A)  In  GENEKAL.—Any  individual  who— 

"li>  makes  a  designated  nondeductible 
contribution  to  any  individual  retirement 
plan  for  any  taxable  year,  or 

"Hit  receives  any  amount  from  any  indi- 
vidual retirement  plan  for  any  taxable  year, 
shall  include  on  his  return  of  the  tax  im- 
posed by  chapter  1  for  such  taxable  year  and 
any  succeeding  taxable  year  'or  on  such 
other  form  as  the  Secretary  may  prescribe 
for  any  such  taxable  yean  information  de- 
scribed in  subparagraph  fB). 

"IB I  Information  required  to  be  sup- 
plied.—The  following  information  is  de- 
scribed in  this  subparagraph: 

"(ii  The  amount  of  designated  nondeduct- 
ible contributions  for  the  taxable  year. 

"Hi)  The  amount  of  distributions  from  in- 
dividual retirement  plans  for  the  taxable 
year 

"fiiiJ  The  excess  'if  any)  of— 

"'I)  the  aggregate  amount  of  designated 
nondeductible  contributions  for  all  preced- 
ing taxable  years,  over 

"(III  the  aggregate  amount  of  distribu- 
tions from  individual  retirement  plans 
which  was  excludable  from  gross  income  for 
such  taxable  years. 

■■'ivJ  The  aggregate  balance  of  all  individ- 
ual retirement  plans  of  the  individual  as  of 
the  close  of  the  calendar  year  with  or  within 
which  the  taxable  year  ends. 

"ivi  Such  other  information  as  the  Secre- 
tary may  prescribe. 

"'C>  Penalty  for  reporting  contribu- 
tions .VOT  .MADE.  — 

"For  prnalty  trhert  individual  reports  designated 
nondeductible  contributions  not  made,  set  section 
6S93(bi." 

Ibl  EX'ESS  CONTRIBimONS.— 

Ill  Application  of  ta.x. -Section  4973ibl 
idefining  excess  contributions)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  sentence:  "For  purposes  of  paragraphs 
<l)iBi  and  iZHCi.  the  amount  allowable  as  a 
deduction  under  section  219  lafter  applica- 
tion of  section  408io)i2)iB)iiii)  shall  be  in- 
creased by  the  nondeductible  limit  under 
section  408loii2)lB>. 

i2i  Return  of  e.xcess  co.\tributio.n.^.— 
Paragraph  15)  of  section  408ld)  irelating  to 
tax  treatment  of  distnbutionsi  is  amended 
by  adding  at  the  end  thereof  the  following 
new  sentence:  For  purposes  of  this  para- 
graph, the  amount  allowable  as  a  deduction 
under  section  219  lafter  application  of  sec- 
tion 408io)i2iiBiiiii)  shall  be  increased  by 
the  nondeductible  limit  under  section 
408io)i2iiBi." 

Id  Treatment  of  Distributions.— Para- 
graphs 111  and  (21  of  section  408ldl  irelating 
to  tax  treatment  of  distributions!  are 
amended  to  read  as  follows: 

"111  In  GENERAL.-Except  as  otherwise  pro- 
vided in  this  subsection,  any  amount  paid 
or  distributed  out  of  an  individual  retire- 
ment plan  shall  be  included  in  gross  income 
by  the  payee  or  distributee,  as  the  case  may 
be,  in  the  manner  provided  under  section  72. 

"121  Special  rules  for  applying  section 
72.— For  purposes  of  applying  section  72  to 
any  amount  described  in  paragraph  111— 

"lAI  all  individual  retirement  plans  shall 
be  treated  as  1  contract, 

"IBI  all  distributions  during  any  taxable 
year  shall  be  treated  as  1  distribution,  and 

"ICI  the  value  of  the  contract,  income  on 
the  contract,  and  investment  in  the  contract 
shall  be  computed  as  of  the  close  of  the  cal- 
endar year  with  or  within  which  the  taxable 
year  ends. 

For  purposes  of  subparagraph  ICI,  the  value 
of  the  contract  shall  be  increased  by  the 
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amount  of  any  distributions  during  the  cal- 
endar year. " 

idl  Penalty  for  Reporting  Nondeduct- 
ible Contributions  Not  Made.— 

Ill  In  general.— Section  6693  irelating  to 
failure  to  provide  reports  on  individual  re- 
tirement accounts  or  annuitiesi  is  amended 
by  redesignating  subsection  Ibl  as  subsec- 
tion icl  and  by  inserting  after  subsection  la) 
the  following  new  subsection: 

"Ibl  Overstatement  of  Designated  Nonde- 
ductible CoNTRiBUTioNS.-Any  individual 
who— 

"HI  is  required  to  furnish  information 
under  section  408ioii4i  as  to  the  amount  of 
designated  nondeductible  contributions 
made  for  any  taxable  year,  and 

"i2i  overstates  the  amount  of  such  contri- 
butions made  for  such  taxable  year, 
shall  pay  a  penally  of  $100  for  each  such 
overstatement  unless  it  is  shown  that  such 
overstatement  is  due  to  reasonable  cause. " 

121  CO.VFOR.W.VG  AMENDME.\TS.— 

lAi  Section  6693ic>.  as  redesignated  by 
paragraph  Hi.  is  amended  by  striking  out 
subsection  lai"  and  inserting  m  lieu  there- 
of "this  section". 

(B)  The  heading  for  section  6693  is  amend- 
ed by  inserting  ":  OVEKST.iTK.tfK.VT  OF  DES- 
IGS.ATEl)  .W.MJEDICTIBLE  COSTRIBITIOSS" 
after  ".WSilTIES". 

(CI  The  item  relating  to  section  6693  in 
the  table  of  sections  for  subchapter  B  of 
chapter  6S  is  amended  by  inserting  ":  over- 
statement of  designated  nondeductible  con- 
tributions" after  "annuities". 

'el  Special  Rules  Relating  to  Require- 
ments OF  Trustees  of  Individual  Retirement 

PL.4NS.— 

(11  WiTHHOt DING.— ."Subparagraph  (B)  of 
section  3405(d)(1)  (relating  to  exceptions)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  .'lush  sentence: 
"For  purposes  of  clause  Hij.  any  distribu- 
tion or  payment  from  or  under  an  individ- 
ual retirement  plan  shall  be  treated  as  in- 
cludible in  gross  income.  " 

(2)  Time  for  reporting  information  with 

RESPECT    to    INDIVIDUAL    RETIREMENT    PLANS.— 

The  last  sentence  of  section  408(il  irelating 
to  reportsi  is  amended  to  read  as  follows: 
"The  reports  required  by  this  subsection— 

"111  shall  be  filed  at  such  time  and  in  such 
manner  as  the  Secretary  prescribes  in  such 
regulations,  and 

"121  shall  be  furnished  to  individuals— 

"lAI  not  later  than  January  31  of  the  cal- 
endar year  following  the  calendar  year  to 
which  such  reports  relate,  and 

"IB I  in  such  manner  as  the  Secretary  pre- 
scribes in  such  regulations. " 

If)  Conforming  A.vendment.— Section 
219if)  Irelating  to  definitions  and  special 
rules!  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"171  Election  not  to  deduct  contribu- 
tions.— 

"For  election  not  to  deduct  contributions  to  indi- 
vidual retirement  plans,  see  section 
408(o!(2)(BHii!. " 

Ig!  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  contribu- 
tions and  distributions  for  taxable  years  be- 
ginning after  December  31,  1986. 

SEC.  IIK.  SPOISAL  DEDICTION  ALLOWED  WHERE 
SPOISE  HAS  SMALL  AMOVNT  OF 
EAR.\ED  ISCOME. 

la)  In  General.— Subparagraph  IB!  of  sec- 
tion 219ICH1!  Irelating  to  special  rules  for 
certain  married  individuals!  is  amended  to 
read  as  follows: 

"IBI  whose  spouse — 
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"HI  has  no  compensation  Idetermined 
without  regard  to  section  911!  for  the  tax- 
able year,  or 

"(iii  elects  to  be  treated  for  purposes  of 
subsection  Ibl  HUB  I  as  having  no  compensa- 
tion for  the  taxable  year,  " 

lb!  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  taxable 
years  beginning  before,  on,  or  after  Decem- 
ber 31.  1985. 

Subpart  B— Other  Provisions 

SEC.   1105.  $7,000  LIMITATION  OS  ELECTIVE  DEFER- 
RALS. 

la)  General  Rule.— Section  402  /relating 
to  taxability  of  beneficiary  of  employees' 
trust)  IS  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"igi  Limitation  on  Exclusion  for  Elective 
Deferrals.  — 

"111  In  general.— Notwithstanding  subsec- 
tions I  all  8 1  and  ihllDIBI.  the  elective  defer- 
rals of  any  individual  for  any  taxable  year 
shall  be  included  in  such  individuals  gross 
income  to  the  extent  the  amount  of  such  de- 
ferrals for  the  taxable  year  exceeds  $7,000. 

"121  Required  distribution  of  e.xcess  de- 
ferrals. — 

"lAi  In  general.— If  any  amount  Iherein- 
after  in  this  paragraph  referred  to  as  'excess 
deferrals'!  is  included  in  the  gross  income  of 
an  individual  under  paragraph  H)  for  any 
taxable  year— 

"HI  not  later  than  the  1st  March  1  follow- 
ing the  close  of  the  taxable  year,  the  individ- 
ual may  allocate  the  amount  of  such  excess 
deferrals  among  the  plans  under  which  the 
deferrals  were  made  and  may  noti.fy  each 
such  plan  of  the  portion  allocated  to  it.  and 

"liii  not  later  than  the  1st  April  15  follow- 
ing the  close  of  the  taxable  year,  each  such 
plan  may  distribute  to  the  individual  the 
amount  allocated  to  it  under  clause  Hi  'and 
any  income  allocable  to  such  amount!. 
The  distribution  described  in  clause  Hii  may 
be  made  notwithstanding  any  other  provi- 
sion of  law. 

"(Bl      TRE.iTMENT     OF     DI.'iTRIBUTION     UNDER 

SECTION  ■lo  ilk  I.— Except  to  the  extent  provid- 
ed under  rules  prescribed  by  the  Secretary, 
notwithstanding  the  distribution  of  any 
portion  of  an  excess  deferral  from  a  plan 
under  .■subparagraph  (A)(ii).  such  portion 
shall,  for  purposes  of  applying  section 
401(k)i3)iAllii).  be  treated  as  an  employer 
contribution. 

"IC)  Taxation  of  distribution.— In  the 
case  of  a  distribution  to  which  subpara- 
graph lAi  applies— 

"Ii)  except  as  provided  in  clause  Hi),  such 
distribution  shall  not  be  included  in  gross 
income  land  no  tax  shall  be  imposed  under 
section  72lt)),  and 

"Hii  any  income  on  the  excess  deferral 
shall,  for  purposes  of  this  chapter,  be  treated 
as  earned  and  received  in  the  taxable  year 
in  which  such  excess  deferral  is  made. 

"131  Elective  deferrals.— For  purposes  of 
this  paragraph,  the  term  'elective  deferrals' 
means,  with  respect  to  any  taxable  year,  the 
sum  of— 

"lAl  any  employer  contribution  under  a 
qualified  cash  or  deferred  arrangement  las 
defined  in  section  4011k))  to  the  extent  not 
includible  in  gross  income  for  the  taxable 
year  under  subsection  Ia)l8)  Idetermined 
without  regard  to  this  subsection), 

"IB!  any  employer  contribution  to  the 
extent  not  includible  in  gross  income  for  the 
taxable  year  under  subsection  ihUDIB)  Ide- 
termined without  regard  to  this  subsection), 
and 

"(C)  any  employer  contribution  to  pur- 
chase an  annuity  contract   under  section 
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403(b)  under  a  salary  reduction  agreement 
(within  the  meaning  of  section 
3121(a)(S)(D)). 

"(4)  Increase  in  limit  for  amounts  con- 
tributed  UNDER  SECTION  403(bl   CONTRACTS.— 

The  limitation  under  paragraph  (1)  shall  be 
increased  (but  not  to  an  amount  in  excess  of 
$9,500)  by  the  amount  of  any  employer  con- 
tributions for  the  taxable  year  described  in 
paragraph  (3)(C>. 

"(5)  CosT-OF-uviNG  ADJUSTMENT.— TTie  Sec- 
retary shall  adjust  the  $7,000  amount  under 
paragraph  (1)  at  the  same  time  and  in  the 
same  manner  as  under  section  415(d). 

"(6)  Disregard  or  community  property 
LAWS.— This  subsection  shall  be  applied  with- 
out regard  to  community  property  laws. 

"(7)  Coordination  with  section  72.— For 
purposes  of  applying  section  72,  any 
amount  includible  in  gross  income  for  any 
taxable  year  under  this  subsection  but  which 
is  not  distributed  from  the  plan  during  such 
taxable  year  shall  not  be  treated  as  invest- 
ment in  the  contract. 

"(8)  Special  rule  for  certain  organiza- 
tions.— 

"(A)  In  general.— In  the  case  of  a  qualified 
employee  of  a  qualified  organization,  with 
respect  to  employer  contributions  described 
in  paragraph  (3)(C)  made  by  such  organiza- 
tion, the  limitation  of  paragraph  (1)  for  any 
taxable  year  shall  be  increased  by  whichever 
of  the  following  is  the  least: 

■■(i)  $3,000, 

"(ii)  $15,000  reduced  by  amounts  not  in- 
cluded in  gross  income  for  prior  taxable 
years  by  reason  of  this  paragraph,  or 

"(Hi)  the  excess  of  $5,000  multiplied  by  the 
number  of  years  of  service  of  the  employee 
with  the  qualified  organization  over  the  em- 
ployer contributions  described  in  paragraph 
(3)  made  by  the  organization  on  behalf  of 
such  employee  for  prior  taxable  years. 

"(B)  Qualified  organization.— For  pur- 
poses of  this  paragraph,  the  term  'qualified 
organization'  means  any  educational  orga- 
nization, hospital,  home  health  service 
agency,  health  and  welfare  service  agency, 
church,  or  convention  or  association  of 
churches.  Such  term  includes  any  organiza- 
tion described  in  section  414(e)(3)(Bl(ii). 
Terms  used  in  this  subparagraph  shall  have 
the  same  meaning  as  when  used  in  section 
415(c)(4). 

"(C)  Qualified  employee.— For  purposes  of 
this  paragraph,  the  term  'qualified  employ- 
ee' means  any  employee  who  has  completed 
15  years  of  service  with  the  qualified  organi- 
zation. " 

(b)  Reporting  Requirements.— Section 
6051(a)  (relating  to  requirements  of  receipts 
for  employees)  is  amended  by  striking  "and" 
at  the  end  of  paragraph  (61,  by  striking  the 
period  at  the  end  of  paragraph  (7),  and  by 
inserting  after  paragraph  (7)  the  following 
new  paragraph: 

"(8)  the  total  amount  of  elective  deferrals 
(within  the  meaning  of  section  402(g)(3)) 
and  compensation  deferred  under  section 
457." 

(c)  Effective  Dates.— 

(1)  In  general.— Except  as  provided  in  this 
subsection,  the  amendment  made  by  subsec- 
tion (a)  shall  apply  to  taxable  years  begin- 
ning after  December  31,  1986. 

(2)  Deferrals  under  collective  bargain- 
ing AGREEMENTS.-In  the  case  of  a  plan 
maintained  pursuant  to  1  or  more  collective 
bargaining  agreements  between  employee 
representatives  and  1  or  more  employers 
ratified  t>efore  March  1,  1986,  the  amend- 
ment made  by  subsection  (a)  shall  not  apply 
to  contributions  made  pursuant  to  such  an 
agreement  for  taxable  years  beginning 
before  the  earlier  of— 


(A)  the  date  on  which  the  last  of  such  col- 
lective bargaining  agreements  terminates 
(determined  without  regard  to  any  exten- 
sion thereof  after  February  28,  1986),  or 

(B)  January  1,  1389. 
Such  contributions  shall  be  taken  into  ac- 
count for  purposes  of  applying  the  amend- 
ment made  by  this  section  to  other  plans. 

(3)  Distributions  made  before  plan  amend- 
ment.— 

(A)  In  general.— If  a  plan  amendment  is 
required  to  allow  the  plan  to  make  any  dis- 
tribution described  in  section 
402(g)(2)(A)(ii)  of  the  Internal  Revenue 
Code  of  1986,  any  such  distribution  which  is 
made  before  the  close  of  the  1st  plan  year  for 
which  such  amendment  is  required  to  be  in 
effect  under  section  1140  shall  be  treated  as 
made  in  accordance  with  the  provisions  of 
such  plan. 

(B)  Distributions    pursuant    to    model 

AMENDMENT.— 

(i)  Secretary  to  prescribe  amendment.— 
The  Secretary  of  the  Treasury  or  his  delegate 
shall  prescribe  an  amendment  which  allows 
a  plan  to  make  any  distribution  described 
in  section  402(g)(2)(A)(ii)  of  such  Code. 

(ii)  Adoption  by  plan.— If  a  plan  adopts 
the  amendment  prescribed  under  clause  (i) 
and  makes  a  distribution  in  accordance 
with  such  amendment,  such  distribution 
shall  be  treated  as  made  in  accordance  with 
the  provisions  of  the  plan. 

(4)  Special  rule  for   taxable   years  of 

partnerships      which      include      JANUARY      I, 

i»S7.—In  the  case  of  the  taxable  year  of  any 
partnership  which  begins  before  January  1. 
1987.  and  ends  after  January  1.  1987,  elec- 
tive deferrals  (within  the  meaning  of  section 
402(g)(3)  of  the  Internal  Revenue  Code  of 
1986/  made  on  behalf  of  a  partner  for  such 
taxable  year  shall,  for  purposes  of  section 
402(g)(3)  of  such  Code,  be  treated  as  having 
been  made  ratably  during  such  taxable  year. 
(5>  Cash  or  deferred  arrangements.— The 
amendments  made  by  this  section  shall  not 
apply  to  employer  contributions  made 
during  1987  and  attributable  to  sennces  per- 
formed during  1986  under  a  qualified  cash 
or  deferred  arrangement  (as  defined  in  sec- 
tion 401(k)  of  the  Internal  Revenue  Code  of 
1986)  if  under  the  terms  of  such  arrange- 
ment as  in  effect  on  August  16,  1986— 

(A)  the  employee  makes  an  election  with 
respect  to  such  contribution  before  January 
1,  1987,  and 

(B)  the  employer  identifies  the  amount  of 
such  contribution  before  January  1.  1987. 
SEC.   II0€.  ADJIST.VE\TS  TO  UMIT.ATIUSS  OS  COS- 

TRIBLTIOSS    ,4.V0     BESEFITS     ISDER 
Ql  'LIFIED  PL.ASS. 

(a)  Adjustment  of  Annual  CoNTRiBirriON 
Limits.— Subparagraph  (A)  of  section 
415(c)(1)  (relating  to  limitation  for  defined 
contribution  plans)  is  amended  to  read  as 
follows: 

"(A)  $30,000  (or,  if  greater.  ',  of  the  dollar 
limitation  in  effect  under  subsection 
(b)(1)(A)),  or". 

(b)  Adjustment  of  Defined  Benefit  Plan 
Limits.  — 

(1)    Use  of  social  security  retirement 

AGE.- 

(A)  In  general.— Subparagraphs  (C)  and 
(Dl  of  section  415(b)(2)  are  each  amended— 

(i)  by  striking  out  "age  62"  and  "age  65" 
each  place  they  appear  and  inserting  in  lieu 
thereof  "the  social  security  retirement  age", 
and 

(ii)  by  striking  out  the  last  sentence  of  sub- 
paragraph (C)  and  inserting  in  lieu  thereof 
the  following:  'The  reduction  under  this 
subparagraph  shall  be  made  in  such  manner 
as  the  Secretary  may  prescribe  which  is  con- 


sistent with  the  reduction  for  old-age  insur- 
ance benefits  commencing  before  the  social 
security  retirement  age  under  the  Social  Se- 
curity Act" 

(B)  Definition  of  social  SECuRm-  retire- 
ment age.— Section  415(b)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(8)  Social  security  retirement  age  de- 
fined.—For  purposes  of  this  subsection,  the 
term  'social  security  retirement  age'  means 
the  age  used  as  the  retirement  age  under  sec- 
tion 216(1)  of  the  Social  Security  Act,  except 
that  such  section  shall  be  applied— 

"(A)  without  regard  to  the  age  increase 
factor,  and 

"(B)  as  if  the  early  retirement  age  under 
section  216(l)(2)  of  such  Act  were  62. " 

(2)  Special  rules  for  governmental  and 
tax-exempt  plans  and  qualified  police  and 
FIREFIGHTERS.— Paragraph  (2)  of  section 
415(b)  (relating  to  annual  benefit)  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  subparagraphs: 

"(F)  Plans  maintained  by  governments  and 

TAX-EXEMPT  ORGANIZATfONS.-In   the  COSC  of  O 

governmental  plan  (within  the  meaning  of 
section  414(d)).  a  plan  maintained  by  an  or- 
ganization (other  than  a  governmental 
unit)  exempt  from  tax  under  this  subtitle,  or 
a  qualified  merchant  marine  plan— 
"(i)  subparagraph  (C)  shall  be  applied— 
"(I)  by  substituting  'age  62'  for  social  se- 
curity retirement  age'  each  place  it  appears, 
and 

"(II)  as  if  the  last  sentence  thereof  read  as 
follows:  'The  reduction  under  this  subpara- 
graph shall  not  reduce  the  limitation  of 
paragraph  (IXA)  below  d)  $75,000  if  the  ben- 
efit begins  at  or  after  age  55.  or  di)  if  the 
benefit  begins  before  age  55.  the  equivalent 
of  the  $75,000  limitation  for  age  55 '.  and 

"(ii)  subparagraph  (D)  shall  be  applied  by 
substituting  age  65'  for  social  security  re- 
tirement age'  each  place  it  appears. 
For  purposes  of  this  subparagraph,  the  term 
'qualified  merchant  marine  plan'  means  a 
plan  in  existence  on  January  1.  1986.  the 
participants  in  which  are  merchant  mdrine 
officers  holding  licenses  issued  by  the  Secre- 
tary of  Transportation  under  title  46, 
United  States  Code. 

"(G)  Special  limitation  for  quaufied 
POLICE  OR  FIREFIGHTERS.— In  the  case  of  a 
qualified  participant— 

"(i)  subparagraph  iC)  shall  not  reduce  the 
limitation  of  paragraph  (IXAI  to  an  amount 
less  than  $50,000,  and 

"(li)  the  rules  of  subparagraph  (F)  shall 
apply. 

The  Secretary  shall  adjust  the  $50,000 
amount  in  clause  d)  at  the  same  time  and 
in  the  same  manner  as  under  section  415(d). 

"iH)  Qualified  participant  defined.— For 
purposes  of  subparagraph  (G),  the  term 
'qualified  participant'  means  a  partici- 
pant— 

"(i)  in  a  defined  benefit  plan  which  is 
maintained  by  a  State  or  political  subdivi- 
sion thereof. 

"(ii)  with  respect  to  whom  the  period  of 
service  taken  into  account  in  determining 
the  amount  of  the  benefit  under  such  de- 
fined benefit  plan  includes  at  least  20  years 
of  service  of  the  participant— 

"(I)  as  a  full-time  employee  of  any  poHce 
department  or  fire  department  which  is  or- 
ganized and  operated  by  the  State  or  politi- 
cal subdivision  maintaining  such  defined 
t>enefit  plan  to  provide  police  protection, 
firefighting  services,  or  emergency  medical 
services  for  any  area  within  the  jurisdiction 
of  such  State  or  political  subdivision,  or 
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"<II>  as  a  member  of  the  Armed  Forces  of 
the  United  States. " 

'3/  Treatment  of  a/rune  pilots.— Subsec- 
tion lb)  of  section  415  (relating  to  limita- 
tion for  defined  benefit  plans)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  paragraph: 

"19)  Special  rule  for  commercial  airline 

PILOTS.  — 

"(A)  In  general.— Except  as  provided  in 
subparagraph  IB),  in  the  case  of  any  partici- 
pant icho  is  a  commercial  airline  pilot— 

"(i)  the  rule  of  paragraph  f2)fF)/i)tII) 
shall  apply,  and 

"Hi)  if.  as  of  the  time  of  the  participant's 
retirement,  regulations  prescribed  by  the 
Federal  Aviation  Administration  require  an 
individual  to  separate  from  service  as  a 
commercial  airline  pilot  after  attaining  any 
age  occurring  on  or  after  age  SO  and  before 
the  social  security  retirement  age.  para- 
graph I2)(C)  'after  application  of  clause  ii)> 
shall  be  applied  by  substituting  such  age  for 
the  social  security  retirement  age. 

"IBI  Individuals  who  separate  from  serv- 
ice BEFORE  AGE  HO.— If  a  participant  de- 
scribed in  subparagraph  (A)  separates  from 
service  before  age  60.  the  rules  of  paragraph 
I2XFI  shall  apply. " 

14)  Special  elections  for  section  403ib' 
contracts.— Subparagraphs  (A).  IB).  and  (C) 
of  section  415'c)/4)  are  each  amended  by  in- 
serting "a  health  and  welfare  service 
agency,"  after  "a  home  health  service 
agency.  ". 

'o  Contributions  to  Cost-of-Living  Ar- 
rangements Under  Defined  Benefit  Plans.— 

(1)  In  general.— Section  4l5iki  (relating  to 
special  rules  for  limitatioTis  on  benefits  and 
contributions  under  Qualified  plans)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"121  Contributions  to  provide  cost-of- 
living   protection    under   defined   benefit 

PLANS.— 

"lAi  In  general.— In  the  case  of  a  defined 
benefit  plan  which  maintains  a  qualified 
cost-of-ltvmg  arrangement— 

">ii  any  contribution  made  directly  by  an 
employe  under  such  arrangement— 

"'I)  shall  not  be  treated  as  an  annual  ad- 
dition for  purposes  of  subsection  (c),  but 

"III)  shall  be  so  treated  for  purposes  of 
subsection  (e).  and 

"Hi)  any  benefit  under  such  arrangement 
which  IS  allocable  to  an  employer  contribu- 
tion which  was  transferred  from  a  defined 
contribution  plan  and  to  which  the  require- 
ments of  subsection  ic)  were  applied  shall, 
for  purposes  of  subsection  lb),  be  treated  as 
a  benefit  derived  from  an  employee  contri- 
bution land  subsections  ic)  and  le)  shall  not 
again  apply  to  such  contnbution  by  reason 
of  such  transfer). 

"IB)  Qualified  cost-of-living  arrange- 
ment DEFiNED.-For  purposes  of  this  para- 
graph, the  term  qualified  cost-of-living  ar- 
rangement' means  an  arrangement  under  a 
defined  benefit  plan  which— 

"li)  provides  a  cost-of-living  adjustment  to 
a  benefit  provided  under  such  plan  or  a  sep- 
arate plan  subject  to  the  requirements  of  sec- 
tion 412.  and 

"Hi)  meets  the  requirements  of  subpara- 
graphs IC).  ID).  IE),  and  IF)  and  such  other 
requirements  as  the  Secretary  may  prescribe. 

"IC)  Determination  of  amount  of  bene- 
rrr.—An  arrangement  meets  the  requirement 
of  Uiia  subparagraph  only  if  the  cost-of- 
living  adjustment  of  participants  is  based— 

"(i)  on  increases  in  the  cost-of-living  after 
the  annuity  starting  date,  and 

"Hi)  on  average  cost-of-living  increases  de- 
termined by  reference  to  1  or  more  indexes 
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prescribed  by  the  Secretary,  except  that  the 
arrangement  may  provide  that  the  increase 
for  any  year  will  not  be  less  than  3  percent 
of  the  retirement  benefit  Idetermined  with- 
out regard  to  the  arrangement). 

"ID)  Arrangement  elective:  time  for  elec- 
tion.—An  arrangement  meets  the  require- 
ments of  this  subparagraph  only  if  it  is  elec- 
tive, it  is  available  under  the  same  terms  to 
all  participants,  and  it  provides  that  such 
election  may  be  made  in— 

"li)  the  year  in  which  the  participant— 

"ID  attains  the  earliest  retirement  age 
under  the  defined  benefit  plan  Idetermined 
without  regard  to  any  requirement  of  sepa- 
ration from  service),  or 

"III)  separates  from  service,  or 

"Hi)  both  such  years. 

"IE)      NONDI.SCRI.M1NATION     REQUIREMENTS.— 

An  arrangement  shall  not  meet  the  require- 
ments of  this  subparagraph  if  the  Secretary 
finds  that  a  pattern  of  discrimination  exists 
with  respect  to  participation. 
"IF)  Special  rules  for  key  employees.— 
"li)  In  UENERAL.—An  arrangement  shall 
not  meet  the  requirements  of  this  paragraph 
if  any  key  employee  is  eligible  to  partici- 
pate. 

"Hi)  Key  employee.— For  purposes  of  this 
subparagraph,  the  term  'key  employee'  has 
the  meaning  given  such  term  by  section 
416li)lli.  except  that  in  the  case  of  a  plan 
other  than  a  top-heavy  plan  iwithin  the 
meaning  of  section  416lg)),  such  term  shall 
not  include  an  individual  who  is  a  key  em- 
ployee solely  by  reason  of  section 
416li)il)lA)ii>." 

12)  Certain  transfers  to  defined  benefit 
plans  not  taken  into  account  for  purposes 
OF  LUMP  SUM  disTkibl'tion.— Section  402le)l4i 
irelating  to  special  rules  for  lump  sum  dis- 
tributions) is  amended  by  adding  at  the  end 
thereof  the  following  new  subparagraph: 

"IN)  Tra.nsfers  TO  cost-of-living  arrange- 
ment not  treated  as  DiSTRiBUTio.'i.-For  pur- 
poses of  this  subsection,  the  balance  to  the 
credit  of  an  employee  under  a  defined  con- 
tnbution plan  shall  not  include  any  amount 
transferred  from  such  defined  contnbution 
plan  to  a  qualified  cost-of-living  arrange- 
ment Iwithin  the  meaning  of  section 
415ik)i2))  under  a  defined  benefit  plan.  " 

Id)  Limitation  on  Amount  of  Annual  Com- 
pensation Which  May  Be  Taken  Into  Ac- 
count.— 

11)  In  CENERAL.—Subsection  la)  of  section 
401  Irelating  to  qualified  pension,  profit- 
sharing,  and  stock  bonus  plans)  is  amended 
by  inserting  after  paragraph  il6>  the  follow- 
ing new  paragraph: 

"117)  A  trust  shall  not  constitute  a  quali- 
fied trust  under  this  section  unless,  under 
the  plan  of  which  such  trust  is  a  part,  the 
annual  compensation  of  each  employee 
taken  into  account  under  the  plan  for  any 
year  does  not  exceed  $200,000.  The  Secretary 
shall  adjust  the  $200,000  amount  at  the  same 
time  and  in  the  same  manner  as  under  sec- 
tion 415ld). " 

(2)  Deduction  for  employer  contribu- 
tions.—Section  404  Irelating  to  deduction 
for  contributions  of  employers  to  plans)  is 
amended  by  adding  at  the  end  thereof  the 
folloioing  new  subsection: 

"ID  Limitation  on  Amount  of  Annual  Com- 
pensation Taken  Into  Account.— For  pur- 
poses of  applying  the  limitations  of  this  sec- 
tion, the  amount  of  annual  comjiensation  of 
each  employee  taken  into  account  under  the 
plan  for  any  year  shall  not  exceed  $200,000. 
The  Secretary  shall  adjust  the  $200,000 
amount  at  the  same  time  and  in  the  same 
manner  as  under  section  41Sld). " 

13)  Conforming  amendments.— 
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I  A)  Subsection  la)  of  section  416  is  amend- 
ed by  inserting  "and"  at  the  end  of  para- 
graph ID.  by  striking  out  ".  and"  at  the  end 
of  paragraph  12)  and  inserting  in  lieu  there- 
of a  period,  and  by  striking  out  paragraph 
13). 

iB)li)  Subsection  Id)  of  section  416  is 
hereby  repealed. 

Hi)  Section  416/c)(2)lB)  is  amended  by 
striking  out  clause  Hi)  and  by  redesignating 
clause  Hii)  as  clause  Hi). 

IC)  Paragraph  13)  of  section  8181a)  is 
amended  by  inserting  "117)." after  "116),". 

le)  Treatment  of  Employee  Contributions 
FOR  Purposes  of  Determining  Annual  Addi- 
tion.— 

Ill  In  general.— Subparagraph  IB)  of  sec- 
tion 415ic)i2)  idefining  annual  addition)  is 
amended  to  read  as  follows: 

"IB)  the  employee  contributions,  and". 

12)  Annual  compensation  limit  not  to 
apply  to  contributions  for  post-retirement 
MEDICAL  BENEFITS.— Section  415lc)l2)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "Subparagraph  IB) 
of  paragraph  Hi  shall  not  apply  to  any  con- 
tribution for  medical  benefits  iwithin  the 
meaning  of  section  419Aif)l2i)  after  separa- 
tion from  service  which  is  treated  as  an 
annual  addition." 

If)  Phase-in  of  Limitation  for  Defined 
Benefit  Pl.a.\s  Based  on  Years  of  Participa- 
tion.—Paragraph  15)  of  section  415ib)  Irelat- 
ing to  reduction  for  sennce  less  than  10 
years)  is  amended  to  read  as  follows: 

"151  Reduction  for  participation  or  serv- 
ice OF  LESS  than  10  YEARS.— 

"lAi  Dollar  limitation.— In  the  case  of  an 
employee  who  has  less  than  10  years  of  par- 
ticipation in  a  defined  benefit  plan,  the  lim- 
itation referred  to  in  paragraph  IVIAI  shall 
be  the  limitation  determined  under  such 
paragraph  (without  regard  to  this  para- 
graph) multiplied  by  a  fraction— 

"li)  the  numerator  of  which  is  the  number 
of  years  lor  part  thereof)  of  participation  in 
the  defined  benefit  plan  of  the  employer,  and 

"Hit  the  denominator  of  which  is  10. 

"IB)  Compensation  and  benefits  limita- 
tions.—Tfie  provisions  of  subparagraph  I  A) 
shall  apply  to  the  limitations  under  para- 
graphs IDIB)  and  14).  except  that  such  sub- 
paragraph shall  be  applied  with  respect  to 
years  of  senice  with  an  employer  rather 
than  years  of  participation  in  a  plan. 

"lO  Limitation  on  reduction.— In  no 
event  shall  subparagraph  lA)  or  IB)  reduce 
the  limitations  referred  to  in  paragraphs  ID 
and  14)  to  an  amount  less  than  '/,(,  of  such 
limitation  idetermined  without  regard  to 
this  paragraph). 

"ID)  Appucation  to  changes  in  benefit 
STRUCTURE.— To  the  extent  provided  in  regu- 
lations, this  paragraph  shall  be  applied  sep- 
arately with  respect  to  each  change  in  the 
benefit  structure  of  a  plan.  " 

ig)  Conforming  Amendments.— 
ID  Paragraph  ID  of  section  415ld)  U 
amended  by  inserting  "and"  at  the  end  of 
subparagraph  lA).  by  striking  out  subpara- 
graph IB),  and  by  redesignating  subpara- 
graph IC)  as  paragraph  IB). 

12)  Paragraph  12)  of  section  41S(d)  is 
amended— 

lA)  by  striking  out  "subparagraphs  lA) 
and  IB)"  and  inserting  in  lieu  thereof  "sub- 
paragraph lA)",  and 

IB)  by  striking  out  "subparagraph  fO" 
and  inserting  in  lieu  thereof  "subparagraph 
IB)". 

13)  Paragraph  13)  of  section  415ld)  is 
amended  by  striking  out  "subparagraph  (A) 
or  IB)"  and  inserting  in  lieu  thereof  "sub- 
paragraph I  A)". 
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(h)  Plans  May  Incorporate  Section  415 
Limitations  by  Reference.— Notwithstand- 
ing any  other  provision  of  law.  except  as 
provided  in  regulations  prescribed  by  the 
Secretary  of  the  Treasury  or  his  delegate,  a 
plan  may  incorporate  by  reference  the  limi- 
tations under  section  415  of  the  Internal 
Revenue  Code  of  1986. 

(i)  Effective  Dates.— 

(If  In  general.— Except  as  provided  in  this 
subsection,  the  amendments  made  by  this 
section  shall  apply  to  years  beginning  after 
December  31.  1986. 

(2)  Collective  bargaining  agreements.— 
In  the  case  of  a  plan  maintained  pursuant 
to  1  or  more  collective  bargaining  agree- 
ments between  employee  representatives  and 
1  or  more  employers  ratified  before  March  1. 
1986,  the  amendments  made  by  this  section 
(other  than  subsection  (d/J  shall  not  apply 
to  contributions  or  benefits  pursuant  to 
such  agreement  in  years  beginning  before 
the  earlier  of— 

(A)  the  date  on  which  the  last  of  such  col- 
lective bargaining  agreements  terminates 
(determined  without  regard  to  any  exten- 
sion thereof  after  February  28.  1986).  or 

(B)  Januan  1.  1989. 

(3)  Right  to  higher  accrued  defined  bene- 
fit preserved.— 

(A/  In  general.— In  the  case  of  an  individ- 
ual who  IS  a  participant  (as  of  the  1st  day  of 
the  1st  year  to  which  the  amendments  made 
by  this  section  apply)  in  a  defined  benefit 
plan  which  is  in  existence  on  May  6.  1986. 
and  with  respect  to  which  the  requirements 
of  section  415  of  the  Internal  Revenue  Code 
of  1986  have  been  met  for  all  plan  years,  if 
such  individual's  current  accrued  benefit 
under  the  plan  exceeds  the  limitation  of  sub- 
section (b>  of  section  415  of  such  Code  (as 
amended  by  this  section),  then  (in  the  case 
of  such  plan),  for  purposes  of  subsections  (bl 
and  (e)  of  such  section,  the  limitation  of 
such  subsection  ib)(l)(A)  with  respect  to 
such  individual  shall  be  equal  to  such  cur- 
rent accrued  benefit. 

(B)  Current  accrued  benefit  defined.— 

(i)  In  GENERAL.-For  purposes  of  this  para- 
graph, the  term  'current  accrued  benefit" 
means  the  individual's  accrued  benefit  'at 
the  close  of  the  last  year  to  which  the 
amendments  made  by  this  section  do  not 
apply)  when  expressed  as  an  annual  benefit 
(within  the  meaning  of  section  415(b)(2)  of 
such  Code). 

(ii)  Special  rule.— For  purposes  of  deter- 
mining the  amount  of  any  individual's  cur- 
rent accrued  benefit— 

(I)  no  change  in  the  terms  and  conditions 
of  the  plan  after  May  5.  1986.  and 

(II)  no  cost-of-living  adjustment  occurring 
after  May  5,  1986. 

shall  be  taken  into  account.  For  purposes  of 
subclause  (I),  any  change  in  the  terms  and 
conditions  of  the  plan  pursuant  to  a  collec- 
tive bargaining  agreement  ratified  before 
May  6,  1986,  shall  be  treated  as  a  change 
made  before  May  6,  1986. 

(4)  Transition  rule  where  the  sum  of  de- 
fined contribution  and  defined  benefit  plan 
fractions  exceeds  1.0.— In  the  case  of  a  plan 
which  satisfied  the  requirements  of  section 
415  of  the  Internal  Revenue  Code  of  1986  for 
its  last  year  beginning  before  January  1, 
1987,  the  Secretary  of  the  Treasury  or  his 
delegate  shall  prescribe  regulations  under 
which  an  amount  is  subtracted  from  the  nu- 
merator of  the  defined  contribution  plan 
fraction  (not  exceeding  such  numerator)  so 
that  the  sum  of  the  defined  benefit  plan  frac- 
tion and  the  defined  contribution  plan  frac- 
tion computed  under  section  415(e)(1)  of 
such  Code  does  not  exceed  1.0  for  such  year. 


(5)  Effective  date  for  subsection  idi.— 

(A)  In  GENERAL.-Except  as  provided  in 
subparagraph  (B),  the  amendment  made  by 
subsection  (d)  shall  apply  to  benefits  accru- 
ing in  years  beginning  after  December  31. 
1988. 

(B)  Collective  bargaining  agreements.— 
In  the  case  of  a  plan  described  in  paragraph 
(2),  the  amendments  made  by  subsection  (d) 
shall  apply  to  benefits  accruing  in  years  be- 
ginning on  or  after  the  earlier  of— 

(i)  the  later  of— 

(I)  the  date  determined  under  paragraph 
(2)(A).  or 

(II)  January  1.  1989.  or 
(ii)  January  1,  1991. 

(6)  Special  rule  for  amendment  made  by 
SUBSECTION  lei.—The  amendment  made  by 
subsection  (e)  shall  not  require  the  recompu- 
tation.  for  purposes  of  section  415(e)  of  the 
Internal  Revenue  Code  of  1986.  of  the 
annual  addition  for  any  year  beginning 
before  1987. 

SBC.  1107.  MODIFIIATIOSS  OF SECTI(>.\  457. 

(a)  General  Rule.— Section  457  (relating 
to  deferred  compensation  plans  with  respect 
to  senice  for  State  and  local  governments) 
is  amended  to  read  as  follows: 

SEC.  «r.  DEFERRED  COMPESSATIOS  PLA.\S  OF 
STATE  AM)  LOCAL  (iUVER.\.*IE\TS  4  Vfl 
TA  XEXEMPT  ORG  A  MZA  TIOSS. 

"(a)  "Year  of  Inclusion  in  Gross  Income.— 
In  the  case  of  a  participant  in  an  eligible  de- 
.ferred  compensation  plan,  any  amount  of 
compensation  deferred  under  the  plan,  and 
any  income  attributable  to  the  amounts  so 
deferred,  shall  be  includible  in  gross  income 
only  for  the  taxable  year  in  which  such  com- 
pensation or  other  income  is  paid  or  other- 
wise made  available  to  the  participant  or 
other  beneficiary. 

■'lb)  Eligible  Deferred  Compensation 
PijiN  Defined.— For  purposes  of  this  section, 
the  term  eligible  deferred  compensation 
plan'  means  a  plan  established  and  main- 
tained by  an  eligible  employer— 

"ID  in  which  only  individuals  who  per- 
form service  for  the  employer  may  be  par- 
ticipants. 

"(2)  which  provides  that  (except  as  provid- 
ed in  paragraph  (3))  the  maximum  amount 
which  may  be  deferred  under  the  plan  for 
the  taxable  year  shall  not  exceed  the  lesser 
of- 

'■(A)  $7,500,  or 

"(B)  33'/,  percent  of  the  participant's  in- 
cludible compensation, 

"(3)  which  may  provide  that,  for  1  or  more 
of  the  participant's  last  3  taxable  years 
ending  before  he  attains  normal  retirement 
age  under  the  plan,  the  ceiling  set  forth  in 
paragraph  (2)  shall  be  the  lesser  of— 

"(A)  $15,000,  or 

"(B)  the  sum  of— 

"(i)  the  plan  ceiling  established  for  pur- 
poses of  paragraph  (2)  for  the  taxable  year 
(determined  without  regard  to  this  para- 
graph), plus 

"(ii)  so  much  of  the  plan  ceiling  estab- 
lished for  purposes  of  paragraph  (2)  for  tax- 
able years  before  the  taxable  year  as  has  not 
previously  been  used  under  paragraph  (2)  or 
this  paragraph, 

"(4)  which  provides  that  compensation 
will  be  deferred  for  any  calendar  month  only 
if  an  agreement  providing  for  such  deferral 
has  been  entered  into  before  the  beginning  of 
such  month 

"(5)  which  meets  the  distribution  require- 
ments of  subsection  (d),  and 

"(6)  which  provides  that— 

"(A)  all  amounts  of  compensation  deferred 
under  the  plan, 

"(B)  all  property  and  rights  purchased 
with  such  amounts,  and 


"(C)  all  income  attributable  to  such 
amounts,  property,  or  rights, 
shall  remain  (until  made  available  to  the 
participant  or  other  beneficiary)  solely  the 
property  and  rights  of  the  employer  (without 
being  restricted  to  the  provision  of  benefits 
under  the  plan),  subject  only  to  the  claims  of 
the  employer's  general  creditors. 
A  plan  which  is  established  and  maintained 
by  an  employer  which  is  described  in  subsec- 
tion (e)(1)(A)  and  which  is  administered  in 
a  manner  which  is  inconsistent  with  the  re- 
quirements of  any  of  the  preceding  para- 
graphs shall  be  treated  as  not  meeting  the  re- 
quirements of  such  paragraph  as  of  the  1st 
plan  year  beginning  more  than  180  days 
after  the  date  of  notification  by  the  Secre- 
tary of  the  inconsistency  unless  the  employ- 
er corrects  the  inconsistency  before  the  1st 
day  of  such  plan  year. 

"(c)  Individuals  Who  Are  Participants  in 
More  Than  1  Plan.  — 

"ID  In  general.— The  maximum  amount 
of  the  compensation  of  any  one  individual 
which  may  be  deferred  under  subsection  (a) 
during  any  taxable  year  shall  not  exceed 
$7,500  (as  modified  by  any  adjustment  pro- 
vided under  subsection  (b)(3)). 

"(2)  Coordination  with  certain  other  de- 
ferrals.—In  applying  paragraph  (1)  of  this 
subsection  and  paragraphs  (2)  and  (3)  of 
subsection  (b)— 

"(A)    any    amount    excluded   from    gross 
income  under  section  403(b)  for  the  taxable 
year,  and 
"(B)  any  amount— 

"(i)  excluded  from  gross  income  under  sec- 
tion 402(a)(8)  or  section  402(h)(1)(B)  for  the 
taxable  yea  r.  or 

"(ii)  with  respect  to  which  a  deduction  is 
allowable  by  reason  of  a  contribution  to  an 
organization  described  in  section  SOKcXlS) 
for  the  taxable  year. 

shall  be  treated  as  an  amount  deferred 
under  subsection  (a).  In  applying  section 
402(g)(8)(A)(iii)  or  403(b)(2)(A)(ii).  an 
amount  deferred  under  subsection  <a)  for 
any  year  of  service  shall  be  taken  into  ac- 
count as  if  described  in  section  402(g)(3)(C) 
or  403(b)(2)(A)(ii).  respectively.  Subpara- 
graph (B)  shall  not  apply  in  the  case  of  a 
participant  in  a  rural  electric  cooperative 
plan  (as  defined  in  section  401(k)(7)). 
"(d)  Distribution  Requirements.— 
"(1)  In  GENERAL.-For  purposes  of  subsec- 
tion (b)(5).  a  plan  meets  the  distribution  re- 
quirements of  this  subsection  if— 

"(A)  the  plan  provides  that  amounts  pay-' 
able  under  the  plan  will  be  made  available 
to  participants  or  other  beneficiaries  not 
earlier  than  when  the  participant  is  separat- 
ed from  service  with  the  employer  or  is  faced 
with  an  unforeseeable  emergency  (deter- 
mined in  the  manner  prescribed  by  the  Sec- 
retary by  regulation),  and 

■(B)  the  plan  meets  the  minimum  distri- 
bution requirements  of  paragraph  (2). 

"(2)  Minimum  distribution  require- 
ments.—A  plan  meets  the  minimum  distribu- 
tion requirements  of  this  paragraph  if  such 
plan  meets  the  requirements  of  subpara- 
graphs (A),  (B),  and  (C): 

■■(A)  Application  of  section  401(a)(9).— A 
plan  meets  the  requirements  of  this  subpara- 
graph if  the  plan  meets  the  requirements  of 
section  401(a)(9). 

"(B)  Additional  distribution  require- 
MENTS.—A  plan  meets  the  requirements  of 
this  subparagraph  if— 

"(i)  in  the  case  of  a  distribution  beginning 
before  the  death  of  the  participant,  such  dis- 
tribution will  be  made  in  a  form  under 
which— 
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"ID  at  least  %  of  the  total  amount  payable 
with  respect  to  the  participant  will  be  paid 
during  the  life  expectancy  of  such  partici- 
pant (determined  as  of  the  commencement 
of  the  distribution),  and 

"III/  any  amount  not  distributed  to  the 
participant  during  his  life  will  be  distribut- 
ed after  the  death  of  the  participant  at  least 
as  rapidly  as  under  the  method  of  distribu- 
tions being  used  under  subclause  ID  as  of 
the  date  of  his  death,  or 

"(ii)  in  the  case  of  a  distribution  which 
does  not  begin  before  the  death  of  the  partic- 
ipant, the  entire  amount  payable  with  re- 
spect to  the  participant  will  be  paid  during 
a  period  not  to  exceed  15  years  lor  the  life 
expectancy  of  the  surviving  spotise  if  such 
spouse  is  the  beneficiary/. 

"IC/       NONlNCREASrNG       BENEFITS.— A       plan 

meets  the  requirements  of  this  subparagraph 
if  any  distribution  payable  over  a  period  of 
more  than  1  year  can  only  be  made  in  sub- 
stantially nonincreasing  amounts  (paid  not 
less  frequently  than  annually/. 

"leJ  Other  Definitions  and  Special 
Rules.— For  purposes  of  this  section— 

"11/  EuaiBLE  EMPLOYER.— The  term  'eligi- 
ble employer'  means— 

"lA/  a  State,  political  subdivision  of  a 
State,  and  any  agency  or  instrumentality  of 
a  Slate  or  political  subdivision  of  a  State, 
and 

"IB/  any  other  organization  lother  than  a 
governmental  unit/  exempt  from  tax  under 
this  subtitle. 

"12)  Performance  of  service.— The  per- 
formance of  service  includes  performance  of 
service  as  an  independent  contractor  and 
the  person  (or  governmental  unit/  for  whom 
such  services  are  performed  shall  be  treated 
as  the  employer. 

"(3/  Participant.— The  term  participant' 
means  an  individual  who  is  eligible  to  defer 
compensation  under  the  plan. 

"(4/  Beneficiary— The  term  beneficiary' 
means  a  beneficiary  of  the  participant,  his 
estate,  or  any  other  person  whose  interest  in 
the  plan  is  derived  from  the  participant. 

"(5/  Includible  compensation.— The  term 
'includible  compensation'  means  compensa- 
tion for  service  performed  for  the  employer 
which  (taking  into  account  the  provisions  of 
this  section  and  other  provisions  of  this 
chapter/  is  currently  includible  in  gross 
income. 

"16/  Compensation  taken  into  account  at 
PRESENT  VALUE. -Compensation  shall  be 
taken  into  account  at  its  present  rvalue. 

"(7)  Community-  property  laws.— The 
amount  of  includible  compensation  shall  be 
determined  without  regard  to  any  communi- 
ty property  laws. 

"(8/  Income  ATTRiBirTABLE.-Gains  from  the 
disposition  of  property  shall  be  treated  as 
income  attributable  to  such  property. 

"(9/  Benefits  not  treated  as  made  avail- 
able BY  REASON  OF  CERTAIN  ELECTIONS.— If— 

"(A/  the  total  amount  payable  to  a  partici- 
pant under  the  plan  does  not  exceed  $3,500 
and 

"(B/  no  additional  amounts  may  be  de- 
ferred under  the  plan  with  respect  to  the 
participant. 

the  amount  payable  to  the  participant 
under  the  plan  shall  not  be  treated  as  made 
available  merely  because  such  participant 
may  elect  to  receive  a  lump  sum  payable 
within  60  days  of  the  election. 

"(10)  Transfers  between  plans.— A  partici- 
pant shall  not  t>e  required  to  include  in 
gross  income  any  portion  of  the  entire 
amount  payable  to  such  participant  solely 
by  reason  of  the  transfer  of  such  portion 
from  1  eligible  deferred  compensation  plan 


to  another  eligible  deferred  compensation 
plan. 

"(f/  Tax  Treatment  of  Participants  Where 
Plan  or  Arrangement  of  Employer  Is  Not 
Eligible.— 

"(1/  In  GENERAL.-In  the  case  of  a  plan  of 
an  eligible  employer  providing  for  a  deferral 
of  compensation,  if  such  plan  is  not  an  eli- 
gible deferred  compensation  plan,  then— 

"(A)  the  compensation  shall  be  included  in 
the  gross  income  of  the  participant  or  bene- 
ficiary for  the  1st  taxable  year  in  which 
there  is  no  substantial  risk  of  forfeiture  of 
the  rights  to  such  compensation,  and 

"(B/  the  tax  treatment  of  any  amount 
made  available  under  the  plan  to  a  partici- 
pant or  beneficiary  shall  be  determined 
under  section  72  (relating  to  annuities,  etc.). 

"(2)  Exceptions.— Paragraph  (1)  shall  not 
apply  to— 

"(A/  a  plan  described  in  section  401(a) 
which  includes  a  trust  exempt  from  tax 
under  section  501(a). 

"(B/  an  annuity  plan  or  contract  de- 
scribed in  section  403. 

"(C)  that  portion  of  any  plan  which  con- 
sists of  a  transfer  of  property  described  in 
section  83.  and 

"(D)  that  portion  of  any  plan  which  con- 
sists of  a  trust  to  which  section  402(bi  ap- 
plies. 

"(3/  Definitions.— For  purposes  of  this  sub- 
section— 

"(A/  Plan  includes  arrangements,  etc.— 
The  term  'plan'  includes  any  agreement  or 
arrangement. 

"(B/  Substantial  risk  of  forfeiture.— The 
rights  of  a  person  to  compensation  are  sub- 
ject to  a  substantial  risk  of  forfeiture  if  such 
person's  rights  to  such  compensation  are 
conditioned  upon  the  future  performance  of 
substantial  services  by  any  individual." 

(b/  Clerical  Amendment.— The  table  of  sec- 
tions for  subpart  B  of  part  II  of  subchapter 
E  of  chapter  1  is  amended  by  striking  out 
the  item  relating  to  section  457  and  insert- 
ing in  lieu  thereof  the  following: 

"Sec.  457.  Deferred  compensation  plans  of 

State    and    local    governments 

"  and  tax-exempt  organizations." 

(c)  Effective  Date.— 

(1)  In  general.— Except  as  provided  in  this 
subsection,  the  amendments  made  by  this 
section  shall  apply  to  taxable  years  begin- 
ning after  December  31.  1988. 

(2)  Transfers  and  cash-outs.— Paragraphs 
(9)  and  (10)  of  section  457(e/  of  the  Internal 
Revenue  Code  of  1986  (as  amended  by  this 
section/  shall  apply  to  taxable  years  begin- 
ning after  December  31,  1986. 

(3/  Application  to  tax-exempt  organiza- 
tions. — 

(A/  In  general.— Except  as  provided  in 
subparagraph  (B/.  the  application  of  section 
457  of  the  Internal  Revenue  Code  of  1986  by 
reason  of  the  amendments  made  by  this  sec- 
tion to  eligible  deferred  compensation  plans 
established  and  maintained  by  organiza- 
tions exempt  from  tax  shall  apply  to  taxable 
years  beginning  after  December  31.  1986. 

(B/  Existing  deferrals  and  arrange- 
MENTs.— Section  457  of  such  Code  shall  not 
apply  to  amounts  deferred  under  a  plan  de- 
scribed in  subparagraph  (A/  which— 

(i)  were  deferred  from  taxable  years  begin- 
ning before  January  1,  1987,  or 

(ii)  are  deferred  from  taxable  years  begin- 
ning after  December  31.  1986,  pursuant  to 
an  agreement  which— 

(1/  was  in  writing  on  August  16,  1986. 

(II)  on  such  date  provides  for  a  deferral 
for  each  taxable  year  covered  by  the  agree- 
ment of  a  fixed  amount  or  of  an  amount  de- 
termined pursuant  to  a  fixed  formula. 
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Clause  (ii)  shall  not  apply  to  any  taxable 
year  ending  after  the  date  on  which  any 
modification  to  the  amount  or  formula  de- 
scribed in  subclause  (II)  is  effective. 
Amounts  described  in  the  first  sentence  shall 
be  taken  into  account  for  applying  section 
457  to  other  amounts  deferred  under  any  eli- 
gible deferred  compensation  plan. 

(4)  Deferred  compensation  plans  for 
STATE  judges.— The  amendments  made  by 
this  section  shall  not  apply  to  any  qualified 
State  judicial  plan  (as  defined  in  section 
131(c)(3)(B)  of  the  Revenue  Act  of  1978  as 
amended  by  section  252  of  the  Tax  Equity 
and  Fiscal  Responsibility  Act  of  1982). 

(5/  Special  rule  for  certain  deferred 
COMPENSATION  PLANS.— The  amendments 
made  by  this  section  shall  not  apply  to  em- 
ployees on  August  16,  1986,  of— 

(A)  a  deferred  compensation  plan  of  a 
nonprofit  corporation  organized  under  the 
laws  of  the  State  of  Alabama  with  respect  to 
which  the  Internal  Revenue  Service  issued  a 
ruling  dated  March  17,  1976,  that  the  plan 
would  not  affect  the  tax-exempt  status  of  the 
corporation,  or 

(B)  a  deferred  compensation  plan  with  re- 
spect to  which  a  letter  dated  November  6. 
1975.  submitted  the  original  plan  to  the  In- 
ternal Revenue  Service,  an  amendment  was 
submitted  on  November  19.  1975,  and  the  In- 
ternal Revenue  Service  responded  with  a 
letter  dated  December  24,  1975, 

but  only  with  respect  to  deferrals  under  such 
plan. 

SEC.  im.  SPECIAL  RILKS  FOR  SIMPLIFIED  EMPLOY- 
EE PESSIOSS. 

(a)  Salary  Reduction  Arrangements  Per- 
mitted.—Section  408(k)  (relating  to  simpli- 
fied employee  pension  defined/  is  amended 
by  inserting  after  paragraph  (5/  the  follow- 
ing new  paragraph: 

"(6/  Employee  may  elect  salary  reduction 
arrangement.  — 

"(A)  In  general.— a  simplified  employee 
pension  shall  not  fail  to  meet  the  require- 
ments of  this  subsection  for  a  year  merely 
because,  under  the  terms  of  the  pension— 

"(i)  an  employee  may  elect  lo  have  the  em- 
ployer make  payments— 

"(1/  as  elective  employer  contributions  to 
the  simplified  employee  pension  on  behalf  of 
the  employee,  or 

"(11/  to  the  employee  directly  m  cash, 

"(ii/  an  election  described  in  clause  (i)(I) 
is  made  or  is  in  effect  with  respect  to  not 
less  than  50  percent  of  the  employees  of  the 
employer,  and 

"(Hi/  the  deferral  percentage  for  such  year 
of  each  highly  compensated  employee  eligi- 
ble to  participate  is  not  more  than  the  prod- 
uct derived  by  multiplying  the  average  of 
the  deferral  percentages  for  such  year  of  all 
employees  (other  than  highly  compensated 
employees/  eligible  to  participate  by  1.25. 

"(B/  Exception  where  more  than  25  em- 
ployees—This  paragraph  shall  not  apply 
with  respect  to  any  year  in  the  case  of  a  sim- 
plified employee  pension  maintained  by  an 
employer  with  more  than  25  employees  at 
any  time  during  the  preceding  year. 

"(C/  Distributions  of  excess  contribu- 
tions.- 

"(i/  In  general.— Rules  similar  to  the  rules 
of  section  401(k)(8)  shall  apply  to  any  excess 
contribution  under  this  paragraph.  Any 
excess  contribution  under  a  simplified  em- 
ployee pension  shall  be  treated  as  an  excess 
contribution  for  purposes  of  section  4979. 

"(ii)  Excess  contribution.— For  purposes 
of  clause  (i),  the  term  'excess  contribution' 
means,  with  respect  to  a  highly  compensated 
employee,    the  excess   of  elective  employer 
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contributions  under  this  paragraph  over  the 
maximum  amount  of  such  contributions  al- 
lowable under  subparagraph  (AHiiii. 

"(D)  Deferral  percentage.— For  purposes 
of  this  paragraph,  the  deferral  percentage 
for  an  employee  for  a  year  shall  be  the  ratio 
of- 

"(i)  the  amount  of  elective  employer  con- 
tributions actually  paid  over  to  the  simpli- 
fied employee  pension  on  behalf  of  the  em- 
ployee for  the  year,  to 

"Hi/  the  employee's  compensation  /within 
the  meaning  of  section  414(s))  for  the  year. 
"(E)  Exception  for  state  and  local  and 
TAX-EXEMPT  PENSIONS.— TTiis  paragraph  shall 
not  apply  to  a  simplified  employee  pension 
maintained  by— 

"(i)  a  State  or  local  government  or  politi- 
cal subdivision  thereof,  or  any  agency  or  in- 
strumentality thereof,  or 

"(ii)  an  organisation  exempt  from  tax 
under  this  title. 

"(F)  Highly  compensated  employee.— For 
purposes  of  this  paragraph,  the  term  highly 
compensated  employee'  has  the  meaning 
given  such  term  by  section  414(qi." 

lb)  Exclusion  From  Gro.ss  Income.— Sec- 
tion 402  (relating  to  taxability  of  benefici- 
ary of  employees'  trust),  as  amended  by  sec- 
lion  1105(a).  IS  amended  by  inserting  at  the 
end  thereof  the  follouing  n'w  subsection: 

"(hi  Special  Riles  for  Simplified  Employ- 
ee Pensions.— For  purposes  of  this  chapter— 
"111  In  GENERAL.  — Except  as  provided  in 
paragraph  (2).  contr^bution.'i  made  by  an 
employer  on  behalf  of  an  employee  to  an  in- 
dividual retirement  plan  pursuant  to  a  sim- 
plified employee  pension  (as  defined  in  sec- 
Iwn  408(k/i— 

'lAi  shall  not  be  treated  as  distributed  or 
made  available  to  the  employee  or  as  contri- 
butions made  bv  the  einployee.  and 

"(B)  if  such  contributions  are  made  pursu- 
ant to  an  arrangement  under  section 
408(k/(6>  under  which  an  employee  may 
Pled  to  have  the  employer  make  contribu- 
tions to  the  simplified  employee  pension  on 
behalf  of  the  employee,  shall  not  be  treated 
as  distributed  or  made  available  or  as  con- 
tributions made  by  the  employee  merely  be- 
cause the  simplified  employee  pension  in- 
cludes provisions  for  such  election. 

"(2/  Limitations  on  employer  contribv- 
TioNS.— Contributions  made  by  an  employer 
to  a  simplified  employee  pension  with  re- 
spect to  an  employee  for  any  year  shall  be 
treated  as  distributed  or  made  available  to 
such  employee  and  as  contributions  made 
by  (he  employee  to  the  extent  such  contribu- 
tions exceed  the  lesser  of— 

"'A)  15  percent  of  the  compensation 
(within  the  meaning  of  section  414(s))  from 
such  employer  includible  in  the  employee's 
gross  income  for  the  year  (determined  with- 
out regard  to  the  employer  contributions  to 
the  simplified  employee  pension),  or 

'(B)  the  limitation  in  effect  under  section 
415(c)(1)(A).  reduced  in  the  case  of  any 
highly  compensated  employee  (within  the 
meaning  of  section  414(ql)  by  the  amount 
taken  into  account  with  respect  to  such  em- 
ployee under  section  408(k)(3)(D). 

"(3)  Distributions.— Any  amount  paid  or 
distributed  out  of  an  individual  retirement 
plan  pursuant  to  a  simplified  employee  pen- 
sion shall  be  included  in  gross  income  by  the 
payee  or  distributee,  as  the  case  may  be,  in 
accordance  with  the  provisions  of  section 
408(d).  •• 

(c)  Deductibility  of  CoNTRiBurioNS.-Sub- 
paragraphs  (A)  and  (B)  of  section  404(h)(1) 
(relating  to  special  rules  for  simplified  em- 
ployee pensions)  are  amended  to  read  as  fol- 
lows: 


"(A)  Contributions  made  for  a  year  are  de- 
ductible— 

"(i)  in  the  case  of  a  simplified  employee 
pension  maintained  on  a  calendar  year 
basis,  for  the  taxable  year  with  or  within 
which  the  calendar  year  ends,  or 

"(ii)  in  the  case  of  a  simplified  employee 
pension  which  is  maintained  on  the  basis  of 
the  taxable  year  of  the  employer,  for  such 
taxable  year. 

"(B)  Contributions  shall  be  treated  for 
purposes  of  this  subsection  as  if  they  were 
made  for  a  taxable  year  if  such  contribu- 
tions are  made  on  account  of  such  taxable 
year  and  are  made  not  later  than  the  time 
prescribed  by  law  for  filing  the  return  for 
such  taxable  year  (including  extensions 
thereof). " 

(d)  Participation  Requirements.— Para- 
graph (2)  of  section  408(ki  (relating  to  par- 
ticipation requirements)  is  amended  to  read 
as  follows: 

"'2/  Participation-  requirements.  — This 
paragraph  is  satisfied  with  respect  to  a  sim- 
plified employee  pension  for  a  year  only  if 
for  such  year  the  employer  contributes  to  the 
simplified  employee  pension  of  each  employ- 
ee who— 

"(A)  has  attained  age  21. 
"(B)  has  performed  service  for  the  employ- 
er during  at  least  3  of  the  immediately  pre- 
ceding 5  years,  and 

"(C)  received  at  least  $300  in  compensa- 
tion (within  the  meaning  of  section 
414(q)(7))  from  the  employer  for  the  year. 
For  purposes  of  this  paragraph,  there  shall 
be  excluded  from  consideration  employees 
described  in  subparagraph  'A/  or  <C/  of  sec- 
tion 410<bl(3i.  For  purposes  o}  any  arrange- 
ment describee!  in  subsection  (k)(6i,  any  em- 
ployee who  is  eligible  to  have  employer  con- 
tributions made  on  the  employee's  behalf 
under  such  arrangement  shall  be  treated  as 
if  such  a  contribution  was  made." 

lel  Cost-of-living  Adjustments.— Section 
408(k)  IS  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(S)  Cost-of-living  adjustment  — The  Sec- 
retary shall  adjust  the  $300  amount  in  para- 
graph i2)(Ci  and  the  $200,000  amount  m 
paragraph  '3)(C)  at  the  same  time  and  in 
the  same  manner  as  under  section  415fd/.  " 

If/  Computation  Period.— Section 

408(k)(7)  is  amended  by  adding  at  the  end 
thereof  the  following  new  subparagraph: 
"(C)  Year.-  The  term  'year'  means— 
"(i/  the  calendar  year,  or 
"(ii/  if  the  employer  elects,  subject  to  such 
terms  and  conditions  as  the  Secretary  may 
prescribe,    to   maintain   the  simplified  em- 
ployee pensioi  on  the  basis  of  the  employer's 
taxable  year,  the  employer's  taxable  year.  " 
(g)  Conforming  Amendments.— 
(1/  Section  408(k/(3/  'relating  to  nondis- 
crimination requirements)  is  amended— 

(A)  by  striking  out  all  that  follows  "in 
favor  of"  in  subparagraph  (A)  and  inserting 
in  lieu  thereof  "any  highly  compensated  em- 
ployee (within  the  meaning  of  section 
414(q)).",: 
(3/  in  subparagraph  (C/— 
Ii/  by  inserting  "and  except  as  provided  in 
subparagraph  (D)."  after  "subparagraph 
(A).  •', 

(ii)  by  inserting  "(other  than  contribu- 
tions under  an  arrangement  described  in 
paragraph  (6))"  after  "employer  contribu- 
tions to  simplified  employee  pensions",  and 
(Hi)  by  striking  out  the  last  sentence  there- 
of, and 

(C)  by  striking  out  subparagraphs  (D)  and 
(E)  and  inserting  in  lieu  thereof: 

"(D)  Permitted  disparity.— For  purposes 
of  subparagraph   (C/,    the  rules  of  section 


401(1/(2)  shall  apply  to  contributions  to  sim- 
plified employee  pensions  (other  than  con- 
tributions under  an  arrangement  described 
in  paragraph  (6)). " 

(2)  Paragraph  (2)  of  section  219(b)  is 
amended  to  read  as  follows: 

"(2/  Special  rule  for  employer  contribu- 
tions under  simplified  employee  pensions.— 
This  section  shall  not  apply  with  respect  to 
an  employer  contribution  to  a  simplified 
employee  pension. " 

13/  Section  219(c/(2/(B/  is  amended  by 
striking  out  "(determined  without  regard  to 
so  much  of  the  employe/  contributions  to  a 
simplified  employee  pension  as  is  allowable 
by  reason  of  paragraph  (2)  of  subsection 
(b)/". 

(4i  Section  408(k/(3/(A/  is  amended  by 
striking  out  "calendar". 

(5/  Section  415(c/(2/  is  amended  by  strik- 
ing out  "allowable  as  a  deduction  under  sec- 
tion 219(a/.  and  without  regard  to  deducti- 
ble employee  contributions  within  the  mean- 
ing of  section  72(o/(5/"  and  inserting  in  lieu 
thereof  "which  are  excludable  from  gross 
income  under  section  408(k)(6)". 

(6)  Section  408(k).  as  amended  by  subsec- 
tion (e).  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

""(9/  Cross  reference.— 

"For  excise  lax  on  certain  exceu  rontributioru, 
nee  section  4979. " 

17/  Section  3121(a/(5)  is  amended  by  strik- 
ing out  subparagraph  (C)  and  inserting  in 
lieu  thereof  the  following  subparagraph: 

"(Ct  under  a  simplified  employee  pension 
(as  defined  in  section  408(ki(lii.  other  than 
any  contributions  described  m  section 
408(k/(6/.': 

18/  Section  3306(b/i5/  is  amended  by  strik- 
ing out  subparagraph  (C'  and  inserting  m 
lieu  thereof  the  following  subparagraph: 

"(C'  under  a  simplified  employee  pension 
'as  defined  in  section  408(k/il//.  other  than 
any  contributions  described  m  section 
408(k/(6'.". 

ih/  Effective  Date.  — The  amendments 
made  by  this  section  shall  apply  to  yearsbe- 
ginning  after  December  31.  19S6. 

.S«.  //Oft  UEinCTIHLK  (ONTRIBITIONS  PERMITTED 
I  \DER  S/TCTY'/.V  SOI'cHIhi  PLAN. 

fa/  In  GENERAL.-Section  501(ci(18/  is 
amended  bv  striking  out  "and"  at  the  end  of 
subparagraph  'B/.  by  stnkjng  out  the  period 
at  the  end  of  subparagraph  (C/  and  insert- 
ing in  lieu  thereof  "".  and'"  and  by  adding  at 
the  end  thereof  the  following  new  subpara- 
graph: 

"(D/  in  the  case  of  a  plan  under  which  an 
employee  may  designate  certain  contribu- 
tions as  deductible— 

■"'1/  such  contributions  do  not  exceed  the 
amount  with  respect  to  which  a  deduction  is 
allowable  under  section  219(b/(3/. 

"(ii/  requirements  similar  to  the  require- 
ments of  section  401(k)(3/(A/(ii)  are  met 
with  respect  to  such  elective  contributions, 
and 

■  "(Hi/  such  contributions  are  treated  as 
elective  deferrals  for  purposes  of  section 
402(g/  (other  than  paragraph  (4/  thereof/. 
For  purposes  of  subparagraph  (D/(ii/.  rules 
similar  to  the  rules  of  section  401(k/(8/  shall 
apply.  For  purposes  of  section  4979.  any 
excess  contribution  under  clause  (ii)  shall  be 
treated  as  an  excess  contribution  under  a 
cash  or  deferred  arrangement " 

(b)  Limitation  on  Deduction.— Section 
219(b),  as  amended  by  section  llOKb).  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

""(3)  Plans  under  section  soiicm/i.-Not- 
withstanding  paragraph  (1),  the  amount  al- 
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lowable  as  a  deduction  under  subsection  (a) 
with  respect  to  any  contributions  on  behalf 
of  an  employee  to  a  plan  described  in  sec- 
tion SOKclllS)  shall  not  exceed  the  lesser 
of- 

"(A)  S7.000.  or 

"IB)  an  amount  equal  to  25  percent  of  the 
compensation  (as  defined  in  section 
415ICX3I)  includible  in  the  individual's 
gross  income  for  such  tajcable  year.  " 

(CI     Effective     Date.— The     amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31.  1986. 
PART  n—SOSDISVRIMISA  TION 
REQVIREMESTS 
SEC.    nil.    APPLICATIOS    OF   SOSDISCRIMINATIOS 
RILES  T<)  I.VTEGRA  TED  PLA.SS. 

(a)  in  General.— Section  401(1)  (relating  to 
nondiscriminatory  coordination  of  defined 
contribution  plans  with  OASDI)  is  amended 
to  read  as  follows: 

"(I)  Permitted  Disparity  in  Plan  Contri- 
butions OR  Benefits.— 

"(1)  In  general.— The  requirements  of  this 
subsection  are  met  with  respect  to  a  plan 
if- 

"(A)  in  the  case  of  a  defined  contribution 
plan,  the  requirements  of  paragraph  (2)  are 
met.  and 

"(Bl  in  the  case  of  a  defined  benefit  plan, 
the  requirements  of  paragraph  (3)  are  met. 

"(2)  Defined  contribution  plan.— 

"(A)  In  general.— a  defined  contribution 
plan  meets  the  requirements  of  this  para- 
graph if  the  excess  contribution  percentage 
does  not  exceed  the  base  contribution  per- 
centage by  more  than  the  lesser  of— 

"(i)  the  base  contribution  percentage,  or 

"(ii)  the  greater  of— 

"(I)  5.7  percentage  points,  or 

"(II)  the  percentage  equal  to  the  portion  of 
the  rate  of  tax  under  section  31 11  (a)  (in 
effect  as  of  the  beginning  of  the  year)  which 
is  attributable  to  old-age  insurance. 

"(B)  Contribution  percentages.— For  pur- 
poses of  this  paragraph— 

'(i)  Excess  contribution  percentage.— 
The  term  'excess  contribution  percentage' 
meanj  the  percentage  of  compensation 
which  is  contributed  under  the  plan  with  re- 
spect to  that  portion  of  each  participant's 
compensation  in  excess  of  the  integration 
level 

'(ii)  Base  contribution  percentage— The 
term  'base  contribution  percentage'  means 
the  percentage  of  compensation  contributed 
under  the  plan  with  respect  to  that  portion 
of  each  participant's  compensation  not  in 
excess  of  the  integration  level. 

"(3)  Defined  benefit  plan.— A  defined  bene- 
fit plan  meets  the  requirements  of  this  para- 
graph if— 

"(A)  Excess  plans.— 

"(if  In  GENERAL.— In  the  case  of  a  plan 
other  than  an  offset  plan— 

"(I)  the  excess  benefit  percentage  does  not 
exceed  the  base  benefit  percentage  by  more 
than  the  maximum  excess  allowance, 

"(II)  any  optional  form  of  benefit,  prere- 
tirement benefit,  actuarial  factor,  or  other 
benefit  or  feature  provided  with  respect  to 
compensation  in  excess  of  the  integration 
level  is  provided  with  respect  to  compensa- 
tion not  in  excess  of  such  level,  and 

"(III)  benefits  are  based  on  average 
annuai  compensation. 

"(ii)  Benefit  percentages.— For  purposes 
of  this  subparagraph,  the  excess  and  base 
benefit  percentages  shall  be  computed  in  the 
same  manner  as  the  excess  and  base  contri- 
bution percentages  under  paragraph  (2)(B). 
except  that  such  determination  shall  be 
made  on  the  basis  of  benefits  rather  than 
contributions. 
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"(B)  Offset  PLANS.— In  the  case  of  an  offset 
plan,  the  plan  provides  that— 

"(i)  a  participant's  accrued  benefit  attrib- 
utable to  employer  contributions  (within  the 
meaning  of  section  411(c)(1))  may  not  be  re- 
duced (by  reason  of  the  offset)  by  more  than 
the  maximum  offset  allowance,  and 

"(ii)  benefits  are  based  on  average  annual 
compensation. 

"(4)  Definitions  relating  to  paragraph 
131.— For  purposes  of  paragraph  (3)— 

"(A)  Maximum  excess  allowance.— The 
maximum  excess  allowance  is  equal  to— 

"(i)  in  the  case  of  benefits  attributable  to 
any  year  of  service  with  the  employer  taken 
into  account  under  the  plan.  3/4  of  a  per- 
centage point,  and 

"(ii)  in  the  case  of  total  benefits.  3/4  of  a 
percentage  point,  multiplied  by  the  partici- 
pant's years  of  service  (not  in  excess  of  35) 
with  the  employer  taken  into  account  under 
the  plan. 

In  no  event  shall  the  maximum  excess  allow- 
ance exceed  the  base  benefit  percentage. 

"(B)  Maximum  offset  allowance.— The 
maximum  offset  allowance  is  equal  to— 

"(i)  in  the  case  of  benefits  attributable  to 
any  year  of  service  with  the  employer  taken 
into  account  under  the  plan,  %  percent  of 
the  participant's  final  average  compensa- 
tion, and 

"(ii)  in  the  case  of  total  benefits.  ',  percent 
of  the  participant's  final  average  compensa- 
tion, multiplied  by  the  participant's  years  of 
service  (not  in  excess  of  35)  with  the  employ- 
er taken  into  account  under  the  plan. 
In  no  event  shall  the  maximum  offset  allow- 
ance exceed  SO  percent  of  the  benefit  which 
would  have  accrued  without  regard  to  the 
offset  reduction. 
"(C)  Reductions.— 

"(i)  In  general.— The  Secretary  shall  pre- 
scribe regulations  requiring  the  reduction  of 
the  ';  percentage  factor  under  subparagraph 
(A)  or  (B)— 

"(I)  in  the  case  of  a  plan  other  than  an 
offset  plan  which  has  an  integration  level  in 
excess  of  covered  compensation,  or 

"(III  with  respect  to  any  participant  in  an 
offset  plan  who  has  final  average  compensa- 
tion in  excess  of  covered  compensation. 

"(ii)  Basis  of  reductions.— Any  reductions 
under  clause  d)  shall  be  based  on  the  per- 
centages of  compensation  replaced  by  the 
employer-derived  portions  of  primary  insur- 
ance amounts  under  the  Social  Security  Act 
for  participants  with  compensation  in 
excess  of  covered  compensation. 

"(D)  Offset  plan.— The  term  offset  plan' 
means  any  plan  with  respect  to  which  the 
benefit  attributable  to  employer  contribu- 
tions for  each  participant  is  reduced  by  an 
amount  specified  in  the  plan. 

"(51  Other  definitions  and  special 
rules.— For  purposes  of  this  subsection— 
"(A I  Integration  level.— 
"(i)  In  general.— The  term  integration 
level'  means  the  amount  of  compensation 
specified  under  the  plan  (by  dollar  amount 
or  formula)  at  or  below  which  the  rate  at 
which  contributions  or  benefits  are  provided 
(expressed  as  a  percentagel  is  less  than  such 
rate  above  such  amount. 

"(iii  Limitation.— The  integration  level  for 
any  year  may  not  exceed  the  contribution 
and  benefit  base  in  effect  under  section  230 
of  the  Social  Security  Act  for  such  year 

"(iii)  Level  to  apply  to  all  participants.— 
A  plan's  integration  level  shall  apply  with 
respect  to  all  participants  in  the  plan. 

"(iv)  Multiple  integration  levels.— Under 
rules  prescribed  by  the  Secretary,  a  defined 
benefit  plan  may  specify  multiple  integra- 
tion levels. 


"(B)  Compensation.— The  term  'compensa- 
tion' has  the  meaning  given  such  term  by 
section  414(s). 

"(C)  Average  annual  compensation.— The 
term  'average  annual  compensation'  Tneans 
the  greater  of— 

"(i)  the  participant's  final  average  com- 
pensation (determined  without  regard  to 
subparagraph  (D)(ii)).  or 

"(HI  the  participant's  highest  average 
annual  compensation  for  any  other  period 
of  at  least  3  consecutive  years. 

"(D)  Final  average  compensation.— 

"(i)  In  general.— The  term  'final  average 
compensation '  means  the  participant 's  aver- 
age annual  compensation  for— 

"(I)  the  3-consecutive  year  period  ending 
with  the  current  year,  or 

"(II)  if  shorter,  the  participant's  full 
period  of  service. 

"(ii)  Limitation.— A  participant's  final  av- 
erage compensation  shall  be  determined  by 
not  taking  into  account  in  any  year  com- 
pensation in  excess  of  the  contribution  and 
benefit  base  in  effect  under  section  230  of 
the  Social  Security  Act  for  such  year 

"(E)  Covered  compensation.— 

"(i)  In  general.— The  term  covered  com- 
pensation' means,  with  respect  to  an  em- 
ployee, the  average  of  the  contribution  and 
benefit  bases  in  effect  under  section  230  of 
the  Social  Security  Act  for  each  year  in  the 
35-year  period  ending  with  the  year  in 
which  the  employee  attains  age  65. 

"(ii)  Computation  for  any  year.— For  pur- 
poses of  clause  (i),  the  determination  for 
any  year  preceding  the  year  in  which  the 
employee  attains  age  65  shall  be  made  by  as- 
suming that  there  is  no  increase  in  the  bases 
described  in  clause  (i)  after  the  determina- 
tion year  and  before  the  employee  attains 
age  65. 

"(F)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  are  necessary 
or  appropriate  to  carry  out  the  purposes  of 
this  subsection,  including— 

"(i)  in  the  case  of  a  defined  benefit  plan 
which  provides  for  unreduced  benefits  com- 
mencing before  the  social  security  retire- 
ment age  (as  defined  in  section  415(b)(8il. 
rules  providing  for  the  reduction  of  the  max- 
imum excess  allowance  and  the  maximum 
offset  allowance,  and 

"(ii)  in  the  case  of  an  employee  covered  by 
2  or  more  plans  of  the  employer  which  fail  to 
meet  the  requirements  of  subsection  (al(4l 
(without  regard  to  this  subsectionl.  rules 
preventing  the  multiple  use  of  the  disparity 
permitted  under  this  subsection  with  respect 
to  any  employee. 

For  purposes  of  clause  (i),  unreduced  bene- 
fits shall  not  include  benefits  for  disability 
(within  the  meaning  of  section  223(d)  of  the 
Social  Security  Act). 

"(6)  Special  rule  for  plan  maintained  by 
railroads.— In  determining  whether  a  plan 
which  includes  employees  of  a  railroad  em- 
ployer who  are  entitled  to  benefits  under  the 
Railroad  Retirement  Act  of  1974  meets  the 
requirements  of  this  subsection,  rules  simi- 
lar to  the  rules  set  forth  in  this  subsection 
shall  apply.  Such  rules  shall  take  into  ac- 
count the  employer-derived  portion  of  the 
employees'  tier  2  railroad  retirement  bene- 
fits and  any  supplemental  annuity  under 
the  Railroad  Retirement  Act  of  1974. " 

(b)  Conforming  Amendment.— Paragraph 
(5)  of  section  401(a)  is  amended  to  read  as 
follows: 

"(5)  Special  rules  relating  to  nondiscrim- 
ination REOUIREMENTS.— 

"(A)  Salaried  or  clerical  employees.— A 
classification  shall  not  be  considered  dis- 
criminatory within  the  meaning  of  para- 
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I  NONDISCRIM- 


graph  (4)  or  section  410lbl<2)(A)li)  merely 
because  it  is  limited  to  salaried  or  clerical 
employees. 
"(B)  CoNTRrBunoNS  and  benefits  may  bear 

UNIFORM    RELATIONSHIP    TO    COMPENSATION.— A 

plan  shall  not  be  considered  discriminatory 
within  the  meaning  of  paragraph  (4)  merely 
because  the  contributions  or  benefits  of,  or 
on  behalf  of,  the  employees  under  the  plan 
bear  a  uniform  relationship  to  the  compen- 
sation (within  the  meaning  of  section 
414(s))  of  such  employees. 

"(C)  Certain  disparity  permitted.— A  plan 
shall  not  be  considered  discriminatory 
within  the  meaning  of  paragraph  (4)  merely 
because  the  contributions  or  benefits  of,  or 
on  behalf  of,  the  employees  under  the  plan 
favor  highly  compensated  employees  (as  de- 
fined in  section  414(q))  in  the  manner  per- 
mitted under  subsection  (I). 

"(D)  Integrated  defined  benefit  plan.— 

"(i)  In  general.— a  defined  benefit  plan 
shall  not  be  considered  discriminatory 
within  the  meaning  of  paragraph  (4)  merely 
because  the  plan  provides  that  the  employer- 
derived  accrued  retirement  benefit  for  any 
participant  under  the  plan  may  not  exceed 
the  excess  (if  any)  of— 

"(I)  the  participant's  final  pay  with  the 
employer,  over 

"(II)  the  employer-derived  retirement  ben- 
efit created  under  Federal  law  attributable 
to  service  by  the  participant  with  the  em- 
ployer. 

For  purposes  of  this  clause,  the  employer-de- 
rived retirement  benefit  created  under  Fed- 
eral law  shall  be  treated  as  accruing  ratably 
over  35  years. 

"(ii)  Final  pay.— For  purposes  of  this  sub- 
paragraph, the  participant's  final  pay  is  the 
compensation  (as  defined  in  section 
414(q)(7i)  paid  to  the  participant  by  the  em- 
ployer for  any  year— 

"(I)  which  ends  during  the  5-year  period 
ending  with  the  year  in  which  the  partici- 
pant separated  from  service  for  the  employ- 
er, and 

"•ID  for  which  the  participant's  total  com- 
pensation from  the  employer  was  highest. 

"(E)    2   OR    MORE   PLANS    TREATED   AS   SINGLE 

PLAN.— For  purposes  of  determining  whether 
2  or  more  plans  of  an  employer  satisfy  the 
requirements  of  paragraph  (4)  when  consid- 
ered as  a  single  plan— 

"(i)  CoNTRiBimoNS.—If  the  amount  of  con- 
tributions on  behalf  of  the  employees  al- 
lowed as  a  deduction  under  section  404  for 
the  taxable  year  with  respect  to  such  plans, 
taken  together,  bears  a  uniform  relationship 
to  the  compensation  (within  the  meaning  of 
section  414(s))  of  such  employees,  the  plans 
shall  not  be  considered  discriminatory 
merely  because  the  rights  of  employees  to.  or 
derived  from,  the  employer  contributions 
under  the  separate  plans  do  not  become  non- 
forfeitable at  the  same  rate. 

"(ii)  BENEFiTS.-If  the  employees'  rights  to 
benefits  under  the  separate  plans  do  not 
become  nonforfeitable  at  the  same  rate,  but 
the  levels  of  benefits  provided  by  the  sepa- 
rate plans  satisfy  the  requirements  of  regula- 
tions prescribed  by  the  Secretary  to  take  ac- 
count of  the  differences  in  such  rates,  the 
plans  shall  not  be  considered  discriminatory 
merely  because  of  the  difference  in  such 
rates. " 

(c)  Effective  Date.— 

(1)  Subsection  (a>.—The  amendments 
made  by  subsection  (a)  shall  apply  to  bene- 
fits attributable  to  plan  years  beginning 
after  December  31,  1988. 

(2)  Subsection  (bi.—The  amendments 
made  by  subsection  (b)  shall  apply  to  years 
beginning  after  December  31,  1988. 


(31  Special  rule  for  collective  bargain- 
ing agreements.— In  the  case  of  a  plan 
maintained  pursuant  to  1  or  more  collective 
bargaining  agreements  between  employee 
representatives  and  1  or  more  employers 
ratified  before  March  1,  1986,  the  amend- 
ments made  by  this  section  shall  not  apply 
to  benefits  pursuant  to,  and  individuals  cov- 
ered by,  any  such  agreement  in  plan  years 
beginning  before  the  earlier  of— 

(A)  the  later  of— 

(i)  January  1,  1989.  or 

(ii)  the  date  on  which  the  last  of  such  col- 
lective bargaining  agreements  terminates 
(determined  without  regard  to  any  exten- 
sion thereof  a/ter  February  28.  1986),  or 

(B)  January  1.  1991. 

SEC  1112.  MIMMl'M  COVERAGE  REQIIREMESTS  FOR 
QIALIFIED  PLANS. 

(a)  In  General.— Subsection  (b)  of  section 
410  (relating  to  eligibility  requirements)  is 
amended  to  read  as  follows: 

"(b)  Minimum  Coverage  Requirements.- 

"(1)  In  general.— a  trust  shall  not  consti- 
tute a  qualified  trust  under  section  401(a) 
unless  such  trust  is  designated  by  the  em- 
ployer as  part  of  a  plan  which  meets  1  of  the 
following  requirements: 

"(A)  The  plan  benefits  at  least  70  percent 
of  employees  who  are  not  hisihlv  compensat- 
ed employees. 

"(B)  The  plan  benefits— 

"(i)  a  percentage  of  employees  who  are  not 
highly  compensated  employees  which  is  at 
least  70  percent  of 

"(ii)  the  percentage  of  highly  compensated 
employees  benefiting  under  the  plan. 

"(C)  The  plan  meets  the  requirements  of 
paragraph  (2). 

"(2)  A  verage  benefit  percentage  test.— 

"(A)  In  GENERAL.— a  plan  shall  be  treated 
as  meeting  the  requirements  of  this  para- 
graph if— 

"(i)  the  plan  benefits  such  employees  as 
qualify  under  a  classification  set  up  by  the 
employer  and  found  by  the  Secretary  not  to 
be  discriminatory  in  favor  of  highly  com- 
pensated employees,  and 

"(ii)  the  average  benefit  percentage  for  em- 
ployees who  are  not  highly  compensated  em- 
ployees is  at  least  70  percent  of  the  average 
benefit  percentage  for  highly  compensated 
employees. 

"(Bi  Average  benefit  percentage.— For 
purposes  of  this  paragraph,  the  term  'aver- 
age benefit  percentage'  means,  with  respect 
to  any  group,  the  average  of  the  benefit  per- 
centages calculated  separately  with  respect 
to  each  employee  in  such  group  (whether  or 
not  a  participant  in  any  plan). 

"(C)  Benefit  percentage.— For  purposes  of 
this  paragraph— 

"(i)  In  general.— The  term  'benefit  per- 
centage' means  the  employer-provided  con- 
tribution or  benefit  of  an  employee  under  all 
qualified  plans  maintained  by  the  employer, 
expressed  as  a  percentage  of  such  employee's 
compensation  (within  the  meaning  of  sec- 
tion 414(s)). 

"(ii)  Period  for  computing  percentage.— 
At  the  election  of  an  employer,  the  benefit 
percentage  for  any  plan  year  shall  be  com- 
puted on  the  basis  of  contributions  or  bene- 
fits for— 

"(I)  such  plan  year,  or 
"(II)   any  consecutive   plan    year  period 
(not  greater  than  3  years)  which  ends  with 
such  plan  year  and  which  is  specified  in 
such  election. 

An  election  under  this  clause,  once  made, 
may  fte  revoked  or  modified  only  with  the 
consent  of  the  Secretary. 

"(D)  Employees  taken  into  account.— For 
purposes  of  determining  who  is  an  employee 


for  purposes  of  determining  the  average  ben- 
efit percentage  under  subparagraph  (B)— 

"(i)  except  as  provided  in  clause  (ii),  para- 
graph (4)(A)  shall  not  apply,  or 

"(ii)  if  the  employer  elects,  paragraph 
(4)(A)  shall  be  applied  by  using  the  lowest 
age  and  service  requirements  of  all  qualified 
plans  maintained  by  the  employer 

"(E)  Qualified  plan.— For  purposes  of  this 
paragraph,  the  term  'qualified  plan'  means 
any  plan  which  (without  regard  to  this  sub- 
section) meets  the  requirements  of  section 
401(a). 

"(3)  Exclusion  of  certain  employees.-Fot 
purposes  of  this  subsection,  there  shall  be  ex- 
cluded from  consideration— 

"(A)  employees  who  are  included  in  a  unit 
of  employees  covered  by  an  agreement  which 
the  Secretary  of  Labor  finds  to  be  a  collec- 
tive bargaining  agreement  between  employ- 
ee representatives  and  one  or  more  employ- 
ers, if  there  is  evidence  that  retirement  bene- 
fits were  the  subject  of  good  faith  bargaining 
between  such  employee  representatives  and 
such  employer  or  employers. 

"(B)  in  the  case  of  a  trust  established  or 
maintained  pursuant  to  an  agreement 
which  the  Secretary  of  Labor  finds  to  be  a 
collective  bargaining  agreement  between  air 
pilots  represented  in  accordance  with  title 
II  of  the  Railway  Labor  Act  and  one  or  more 
employers,  all  employees  not  covered  by  such 
agreement,  and 

"(C)  employees  who  are  nonresident  aliens 
and  who  receive  no  earned  income  (within 
the  meaning  of  section  911(dl(2H  from  the 
employer  which  constitutes  income  from 
sources  within  the  United  States  (within  the 
meaning  of  section  861(a)(3) I. 
Subparagraph  (A)  shall  not  apply  with  re- 
spect to  coverage  of  employees  under  a  plan 
pursuant  to  an  agreement  under  such  sub- 
paragraph. Subparagraph  (B)  shall  not 
apply  in  the  case  of  a  plan  which  provides 
contributions  or  benefits  for  employees 
whose  principal  duties  are  not  customarily 
performed  aboard  aircraft  inflight. 
"(4)  Exclusion  of  employees  not  meeting 

AGE  and  service  REQUIREMENTS.— 

"(A)  In  GENERAL.— If  a  plan— 

"(i)  prescribes  minimum  age  and  service 
requirements  as  a  condition  of  participa- 
tion, and 

"(ii)  excludes  all  employees  not  meeting 
such  requirements  from  participation, 
then  such  em'ployees  shall  be  excluded  from 
consideration  for  purposes  of  this  subsec- 
tion. 

"(B)  Requirements  may  be  met  separately 
WITH  respect  to  EXCLUDED  GROUP.— If  em- 
ployees do  not  meet  the  minimum  age  or 
service  requirements  of  subsection  (a)(1) 
(without  regard  to  subparagraph  (Bi  there- 
of) and  are  covered  under  a  plan  of  the  em- ' 
ployer  which  meets  the  requirements  of 
paragraph  (1)  separately  with  respect  to 
such  employees,  such  employees  may  be  ex- 
cluded from  consideration  in  determining 
whether  any  plan  of  the  employer  meets  the 
requirements  of  paragraph  (1). 

"(5)  Line  of  business  exception.— 

"(A)  In  general.— If  under  section  414(r), 
an  employer  is  treated  as  operating  separate 
lines  of  business  for  a  year,  the  employer 
may  apply  the  requirements  of  this  subsec- 
tion for  such  year  separately  with  respect  to 
employees  in  each  separate  line  of  business. 

"(B)  Plan  must  be  nondiscriminatory.— 
Subparagraph  (A)  shall  not  apply  unth  re- 
spect to  any  plan  maintained  by  an  employ- 
er unless  such  plan  benefits  such  employees 
as  qualify  under  a  classification  set  up  by 
the  employer  and  found  by  the  Secretary  not 
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to  be  discriminatory  in  favor  of  highly  com 
pensated  employees. 

"(6)  DsFiNrrtoNs  and  specia'.  rules.— For 
purposes  of  this  subsection— 

"lAJ  Highly  compensated  employee.— The 
term  'highly  compensated  employee'  has  the 
meaning  given  such  term  by  section  414(qi. 

"IB)  Aggregation  rules.— An  employer 
may  elect  to  designate— 

"(il  2  or  more  trusts. 

"Hit  1  or  more  trusts  and  1  or  more  annu- 
ity plans,  or 

"fiiiJ  2  or  more  annuity  plans, 
as  part  of  1  plan  intended  to  qualify  under 
section  401(a)  to  determine  whether  the  re- 
quirements of  this  subsection  are  met  with 
respect  to  such  trusts  or  annuity  plans.  If  an 
employer  elects  to  treat  any  trusts  or  annu- 
ity plans  as  1  plan  under  this  subparagraph, 
such  trusts  or  annuity  plans  shall  be  treated 
as  1  plan  for  purposes  of  section  40Va)l4). 

"'O  Special  rules  for  certain  disposi- 
tions OR  ACQUI.SITIONS.— 

"H)  In  general.- If  a  person  becomes,  or 
ceases  to  be.  a  member  of  a  group  described 
in  subsection  'b).  (c).  im).  or  <o)  of  section 
414.  then  the  requirements  of  this  subsection 
shall  be  treated  as  having  been  met  during 
the  transition  period  with  respect  to  any 
plan  covering  employees  of  such  person  or 
any  other  member  of  such  group  if- 

"III  such  requirements  were  met  immedi- 
ately before  each  such  change,  and 

"HIi  the  coverage  under  such  plan  is  not 
significantly  changed  during  the  transition 
period  (other  than  by  reason  of  the  change 
in  members  of  a  group). 

"liii  Transition  period.— For  purposes  of 
clause  li).  the  term  transition  period'  means 
the  period- 

■ID  beginning  on  the  date  of  the  change  in 
members  of  a  group,  and 

"III)  ending  on  the  last  day  of  the  1st  plan 
year  beginning  after  the  date  of  such  change. 

"iDi  Special  rvle  for  certain  employee 
STOCK  ownership  plans.-A  trust  which  is 
part  of  a  tax  credit  employee  stock  owner- 
ship plan  which  is  the  only  plan  of  an  em- 
ployer intended  to  qualify  under  section 
4011a)  shall  not  be  treated  as  not  a  qualified 
trust  under  section  401iai  solely  because  it 
fails  to  meet  the  requirements  of  this  subsec- 
tion if— 

""li)  such  plan  benefits  50  percent  or  more 
of  all  the  employees  who  are  eligible  under  a 
nondiscriminatory  classification  under  the 
plan,  and 

"liiJ  the  sum  of  the  amounts  allocated  to 
each  participant's  account  for  the  year  does 
not  exceed  2  percent  of  the  compensation  of 
that  participant  for  the  year 

"IE)  Eligibility  to  contribute.— In  the 
case  of  contributions  which  are  subject  to 
section  4011k)  or  401im).  employees  who  are 
eligible  to  contribute  (or  elect  to  have  con- 
tributions made  on  their  behalf)  shall  be 
treated  as  benefiting  under  the  plan  (other 
than  for  purposes  of  paragraph  i2)IA)lii)). 

"IF)  Regulations.  — The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  subsection. " 

lb)  Additional  Participation  Require- 
ments.-Section  4011a)  (relating  to  qualifi- 
cation requirements)  is  amended  by  adding 
at  the  end  thereof  the  following  new  para- 
graph: 

"1261  ADomoNAL  participation  require- 
ments.— 

"lAJ  In  general.— a  trust  shall  not  consti- 
tuU  a  qualified  trust  under  this  subsection 
unless  such  trust  is  part  of  a  plan  which  on 
each  day  of  the  plan  year  benefits  the  lesser 
of- 
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"li)  50  employees  of  the  employer,  or 
""Hi)  40  percent  or  more  of  all  employees  of 
the  employer. 

""IB)  Treatment  of  excludable  employ- 
ees.— 

""li)  In  general.— a  plan  may  exclude  from 
consideration  under  this  paragraph  employ- 
ees described  in  paragraphs  13)  and  I4)IA)  of 
section  410(b). 

"Hi)  Separate  application  for  certain  ex- 
cludable employees.— If  employees  de- 
scribed in  section  410(b)(4)(B)  are  covered 
under  a  plan  which  meets  the  requirements 
of  subparagraph  (A)  separately  with  respect 
to  such  employees,  such  employees  may  be 
excluded  from  consideration  in  determining 
whether  any  plan  of  the  employer  meets  such 
requirements  if— 

"III  the  benefits  for  such  employees  are 
provided  under  the  same  plan  as  benefits  for 
other  employees. 

"(11'  the  benefits  provided  to  such  employ- 
ees are  not  greater  than  comparable  benefits 
provided  to  other  employees  under  the  plan, 
and 

"(III)  no  highly  compensated  employee 
'within  the  meaning  of  section  414(q))  is  in- 
cluded in  the  group  of  such  employees  for 
more  than  1  year. 

"iCi  Eligibility  to  participate.— In  the 
case  of  contributions  under  section  401  (k)  or 
4011m).  employees  who  are  eligible  to  con- 
tribute lor  may  elect  to  have  contributions 
made  on  their  behalf)  shall  be  treated  as 
benefiting  under  the  plan. 

"ID)  Special  rule  for  collective  bargain- 
ing VNiTs.-Except  to  the  extent  provided  m 
regulations,  a  plan  covering  only  employees 
described  in  section  410lb)l3liA)  may  ex- 
clude from  consideration  any  employees 
who  are  not  included  in  the  unit  or  units  in 
which  the  covered  employees  are  included. 

"IE)  Paragraph  .^ot  to  apply  to  multiem- 
ployer PI.ANS.- Except  to  the  extent  provided 
in  regulations,  this  paragraph  shall  not 
apply  to  employees  m  a  multiemployer  plan 
(within  the  meaning  of  section  414if))  who 
are  covered  by  collective  bargaining  agree- 
ments. 

"'IF)  REGVLATIONS.  —  The  Secretary  may  by 
regulation  provide  that  any  separate  benefit 
structure,  any  separate  trust,  or  any  other 
separate  arrangement  is  to  be  treated  as  a 
separate  plan  for  purposes  of  applying  this 
paragraph. " 

ic)  Plans  Failing  To  Meet  Requirements 
of  Section  410ib).— 

ID  In  general.— Subsection  lb)  of  section 
402  (relating  to  taxability  of  beneficiary  of 
nonexempt  trust)  is  amended  by  adding  at 
the  end  thereof  the  following  new  paragraph: 
"(2)  Failure  to  meet  requirements  of  sec- 
tion 4IOibl.— 

"(A)  In  general.— In  the  case  of  a  trust 
which  is  not  exempt  from  tax  under  section 
501(a)  solely  because  such  trust  is  part  of  a 
plan  which  fails  to  meet  the  requirements  of 
section  410ib)— 

""li)  such  trust  shall  be  treated  as  exempt 
from  tax  under  section  501la)  for  purposes 
of  applying  paragraph  II)  to  employees  who 
are  not  highly  compensated  employees,  and 

"Hi)  paragraph  ID  shall  be  applied  to  the 
vested  accrued  benefit  lother  than  employee 
contributions)  of  any  highly  compensated 
employee  as  of  the  close  of  the  employer's 
taxable  year  described  in  paragraph  ID 
Irather  than  contributions  made  during 
such  year). 

"IB)  Failure  in  more  than  t  year.— If  a 
plan  fails  to  meet  the  requirements  of  sec- 
tion 4101b)  for  more  than  1  taxable  year, 
any  portion  of  the  vested  accrued  benefit  to 
which  subparagraph  lA)  applies  shall  be  in- 
cluded in  gross  income  only  once. 
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""lO  Highly  compensated  employee.— For 
purposes  of  this  paragraph,  the  term  "highly 
compensated  employee'  has  the  meaning 
given  such  term  by  section  414iq).  " 

12)  Conforming  amendment.— The  heading 
for  section  4021b)  is  amended  to  read  as  fol- 
lows: 

"(b)   TAXABILITY  OF  BENEFICIARY  OF  NONEX- 

EMPT  Trust.— 
'"(1)  In  ge.veral.  —  ". 

(d)  Technical  and  Conforming  Amend- 
ments.— 

(1)  Section  401ik)i3)iA)  is  amended  by 
striking  out  "subparagraph  lA)  or  IB)  of" 
before  'section  410lbJll)". 

12)  Section  404(a)(2)  is  amended  by  strik- 
ing out  "and  (22)"  and  inserting  in  lieu 
thereof  "122).  and  126)". 

13)  Sections  406ib)iD  and  407lb)ll)  are 
each  amended  by  striking  out  "Iwithout 
regard  to  paragraph  1 1)1  A)  thereof)"  after 
"section  410ib)". 

(4)  Section  818ia)i3)  is  amended  by  strik- 
ing out  "and  I22)"  and  inserting  in  lieu 
thereof  "(22).  and  126)". 

(e)  Effective  Dates.— 

(1)  In  GENERAL.-The  amendments  made  by 
this  section  shall  apply  to  plan  years  begin- 
ning after  December  31.  1988. 

(2)  Special  rule  for  collective  bargain- 
/.VG  AGREEMENTS.— In  the  cusc  of  a  plan 
maintained  pursuant  to  1  or  more  collective 
bargaining  agreements  between  employee 
representatives  and  1  or  more  employers 
ratified  before  March  1.  1986.  the  amend- 
ments made  by  this  section  shall  not  apply 
to  employees  covered  by  any  such  agreement 
in  plan  years  beginning  before  the  earlier 
of- 

lA)  the  later  of- 

fi)  January  1.  1989.  or 

lii)  the  date  on  which  the  last  of  such  col- 
lective bargaining  agreement  terminates 
(determined  without  regard  to  any  exten- 
sion thereof  after  February  28.  1986).  or 

(B)  January  I.  1991. 

(3)  Waher  of  excise  tax  on  reversions.— 
(A)  In  general.— If— 

(i)  a  plan  is  in  existence  on  August  16. 
1986. 

Hi)  such  plan  would  fail  to  meet  the  re- 
quirements of  section  401(a)(26)  of  the  Inter- 
nal Revenue  Code  of  1986  (as  added  by  sub- 
section (b))  if  such  section  were  in  effect  for 
the  plan  year  including  August  16.  1986.  and 

liii)  there  is  no  transfer  of  assets  to  or  li- 
abilities from  a  plan  or  merger  or  spinoff  or 
merger  involving  such  plan  after  August  16. 
1986. 

then  no  tax  shall  be  imposed  under  section 
4980  of  such  Code  on  any  employer  rever- 
sion by  reason  of  the  termination  or  merger 
of  such  plan  before  the  1st  year  to  which  the 
amendment  made  by  subsection  ib)  applies. 

IB)  Determination  of  amount  of  rever- 
sion.—For  purposes  of  the  Internal  Revenue 
Code  of  1986.  in  determining  the  present 
value  of  the  accrued  benefit  of  any  highly 
compensated  employee  iwithin  the  meaning 
of  section  414iq)  of  such  Code)  on  the  termi- 
nation or  merger  of  any  plan  to  which  sub- 
paragraph I  A)  applies,  the  plan  shall  use  the 
highest  interest  rate  which  may  be  used  for 
calculating  present  value  under  section 
41lia)ill)iB)  of  such  Code. 

IC)  Special  rule  for  plans  which  may  not 
TERMINATE.— To  the  extcnt  provided  in  regu- 
lations prescribed  by  the  Secretary  of  the 
Treasury  or  his  delegate,  if  a  plan  is  prohib- 
ited from  terminating  under  title  IV  of  the 
Employee  Retirement  Income  Security  Act 
of  1974  before  the  1st  year  to  which  the 
amendment  made  by  subsection  lb)  applies, 
subparagraph  lA)  shall  be  applied  by  substi- 
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tuting "the  1st  year  in  which  the  plan  is  able 
to  terminate"  for  "the  Isl  year  to  which  the 
amendment  made  by  subsection  lb)  applies". 

SBC.  nil.  MINIMiM  VESTING  STANDARDS 

la)  In  General.— Paragraph  12 J  of  section 
4111a)  Irelating  to  minimum  vesting  stand- 
ards) is  amended  to  read  as  follows: 

"12)  Employer  contributions.— A  plan  sat- 
isfies the  requirements  of  this  paragraph  if 
it  satisfies  the  requirements  of  subpara- 
graph lA),  IB),  or  IC). 

"lA)  5-YEAR  VESTING.— A  plan  satisfies  the 
requirements  of  this  subparagraph  if  an  em- 
ployee who  has  completed  at  least  5  years  of 
service  has  a  nonforfeitable  right  to  100  per- 
cent of  the  employee's  accrued  benefit  de- 
rived from  employer  contributions. 

"IB)  3  TO  7  YEAR  VESTING.— A  plan  Satisfies 
the  requirements  of  this  subparagraph  if  an 
employee  has  a  nonforfeitable  right  to  a  per- 
centage of  the  employee's  accrued  benefit  de- 
rived from  employer  contributions  deter- 
mined under  the  following  table: 

The  nonforfeitable 
"Years  of  service:  percentage  is: 

3 20 

4 40 

S 60 

6 80 

7  or  more 100. 

"lO  Multiemployer  plans.— A  plan  satis- 
fies the  requirements  of  this  subparagraph 

if- 

"li)  the  plan  is  a  multiemployer  plan 
(within  the  meaning  of  section  414lf)),  and 

"(ii)  under  the  plan— 

"(I)  an  employee  who  is  covered  pursuant 
to  a  collective  bargaining  agreement  de- 
scribed in  section  414(f/(l)(B)  and  who  has 
completed  at  least  10  years  of  service  has  a 
nonforfeitable  right  to  100  percent  of  the  em- 
ployee's accrued  benefit  derived  from  em- 
ployer contributions,  and 

"(III  the  requirements  of  subparagraph  (A) 
or  (B)  are  met  with  respect  to  employees  not 
described  in  subclause  (I). " 

lb)  Repeal  of  Class  Year  VESTiNa.—Para- 
graph  (4)  of  section  411(d)  (relating  to  class 
year  vesting)  is  hereby  repealed. 

(c)  Modification  of  Minimum  Participa- 
tion Standards.— Clause  (ii  of  section 
410(a)ll)IB)  Irelating  to  special  rules  for 
certain  plans)  is  amended  by  striking  out  "3 
years"  each  place  it  appears  and  inserting 
in  lieu  thereof  "2  years". 

Id)  Conforming  Amendments.— 

I  A)  The  heading  for  section  410la)l5)IB)  is 
amended  by  striking  out  "3-year"  and  in- 
serting in  lieu  thereof  "2-year". 

IB)  Section  411(a)(10l(B)  is  amended  by 
striking  out  "5  years"  and  inserting  in  lieu 
thereof  "3  years". 

(e)  Amendments  to  ERISA.— 

(1)  In  GENERAL.— Paragraph  (2)  of  section 
203(a)  of  the  Employee  Retirement  Income 
Security  Act  of  1974  (29  U.S.C.  1053(a)(2))  is 
amended  to  read  as  follows: 

"(2)  A  plan  satisfies  the  requirements  of 
this  paragraph  if  it  satis.fies  the  following 
requirements  of  subparagraph  (A),  (B).  or 
IC). 

"(A)  A  plan  satisfies  the  requirements  of 
this  subparagraph  if  an  employee  who  has 
completed  at  least  5  years  of  service  has  a 
nonforfeitable  right  to  100  percent  of  the  em- 
ployee's accrued  benefit  derived  from  em- 
ployer contributions. 

"(B)  A  plan  satisfies  the  requirements  of 
this  subparagraph  if  an  employee  has  a  non- 
forfeitable right  to  a  percentage  of  the  em- 
ployee's accrued  benefit  derived  from  em- 
ployer contributions  determined  under  the 
following  table: 


"Years  of  service: 
3 

The  nonforfeitable 

percentage  is: 

20 

4 

40 

5 

60 

6             

80 

7  or  more 

100. 

"(C)  A  plan  satisfies  the  requirements  of 
this  subparagraph  if— 

"(i)  the  plan  is  a  multiemployer  plan 
(within  the  meaning  of  section  3(37)),  and 

"Hi)  under  the  plan— 

"(I)  an  employee  who  is  covered  pursuant 
to  a  collective  bargaining  agreement  de- 
scribed in  section  414(f)(1)(B)  and  who  has 
completed  at  least  10  years  of  service  has  a 
nonforfeitable  right  to  IOC  percent  of  the  em- 
ployee's accrued  benefit  derived  from  em- 
ployer contributions,  and 

"(II)  the  requirements  of  subparagraph  (A) 
or  (B)  are  met  with  respect  to  employees  not 
described  in  subclaxise  (I). " 

(2)  Repeal  of  class  year  vesting.— Subsec- 
tion (c)  of  section  203  of  such  Act  is  amend- 
ed by  striking  out'paragraph  (3). 

(3)  Minimum  participation  standards.— 
Section  202(B)(i)  of  such  Act  is  amended  by 
striking  out  "3  years"  each  place  it  appears 
and  inserting  in  lieu  thereof  "2  years". 

(4)  Conforming  amendments.— 

(A)  Minimum  vesting  standards.— Section 
203(c)(1)(B)  of  such  Act  is  amended  by  strik- 
ing out  "5  years"  and  inserting  in  lieu  there- 
of "3  years". 

IB)  Benefit  accrual  requirements.— Sub- 
section (i)  of  section  204  of  such  Act  (29 
U.S.C.  1054(i))  is  amended  to  read  as  fol- 
lows: 

"(i)  Cross  Reference.— 

"For  special  rule»  relating  to  plan  provisions 
adopted  to  preclude  discrimination,  see  section 
203(cM2). ". 

(e)  Effective  Dates.— 

(1)  In  general.— Except  as  provided  in 
paragraph  (2),  the  amendments  made  by 
this  section  shall  apply  to  plan  years  begin- 
ning after  December  31,  1988. 

(2)  Special  rule  for  collective  bargain- 
ing agreements.— In  the  case  of  a  plan 
maintained  pursuant  to  1  or  more  collective 
bargaining  agreements  between  employee 
representatives  and  1  or  more  employers 
ratified  before  March  1,  1986,  the  amend- 
ments made  by  this  section  shall  not  apply 
to  employees  covered  by  any  such  agreement 
in  plan  years  beginning  before  the  earlier 
of- 

(A)  the  later  of— 

(i)  January  1.  1989.  or 

(ii)  the  date  on  which  the  last  of  such  col- 
lective bargaining  agreements  terminates 
(determined  without  regard  to  any  exten- 
sion thereof  after  February  28.  1986),  or 

(B)  January  1,  1991. 

(3)  Participation  required.— The  amend- 
ments made  by  this  section  shall  not  apply 
to  any  employee  who  does  not  have  1  hour  of 
service  in  any  plan  year  to  which  the 
amendments  made  by  this  section  apply. 

SEC.    UN.    definition  of  HIGhLY  COMPENSATED 
EMPLOYEE. 

(a)  General  Rule.— Section  414  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  subsection: 

"(q)  Highly  Compensated  Employee.— 

"(1)  In  general.— The  term  highly  com- 
pensated employee'  means  any  employee 
who.  during  the  year  or  the  preceding  year— 

"(A)  was  at  any  time  a  5-percent  owner. 

"(B)  received  comi)ensation  from  the  em- 
ployer in  excess  of  $75,000. 

"IC)  received  compensation  from  the  em- 
ployer in  excess  of  $50,000  and  was  in  the 


top-paid  group-  of  employees  for  such  year, 
or 

"ID)  ioaa  at  any  time  an  officer  and  re- 
ceived compensation  greater  than  150  per- 
cent of  the  amount  in  effect  under  section 
415lc)ll)IA)  for  such  year. 

"12)  Special  rule  for  current  year.— In 
the  case  of  the  year  for  which  the  relevant 
determination  is  being  made,  an  employee 
not  described  in  subparagraph  IB).  IC).  or 
ID)  of  paragraph  (1)  for  the  preceding  year 
(without  regard  to  this  paragraph)  shall  not 
be  treated  as  described  in  subparagraph  (B). 
(C),  or  (D)  of  paragraph  (1)  unless  such  em- 
ployee is  a  member  of  the  group  consisting 
of  the  100  employees  paid  the  greatest  com- 
pensation during  the  year  for  which  such  de- 
termination is  being  made. 

"(3)  5-PERCENT  owner.— An  employee  shall 
be  treated  as  a  5-percent  owner  for  any  year 
if  at  any  time  during  such  year  such  em- 
ployee was  a  5-percent  owner  (as  defined  in 
section  416(i)(l)i  of  the  employer. 

"(4)  Top-paid  group.— An  employee  is  in 
the  top-paid  group  of  employees  for  any  year 
if  such  employee  is  in  the  group  consisting 
of  the  top  20  percent  of  the  employees  when 
ranked  on  the  basis  of  compensation  paid 
during  such  year. 

"(5)  Special  rules  for  treatment  of  offi- 
cers.— 

"(A)  Not  more  than  so  officers  taken  into 
account.— For  purposes  of  paragraph  (11(D), 
no  more  than  50  employees  (or.  if  lesser,  the 
greater  of  3  employees  or  10  percent  of  the 
employees)  shall  be  treated  as  officers. 

"IB)  At  least  I  officer  taken  into  ac- 
COUNT— If  for  any  year  no  officer  of  the  em- 
ployer as  described  in  paragraph  llllD),  the 
highest  paid  officer  of  the  employer  for  such 
year  shall  be  treated  as  described  in  such 
paragraph. 

"16)  Treatment  of  certain  family  mem- 
bers.— 

"lA)  In  general.— If  any  individual  is  a 
member  of  the  family  of  a  5-percent  owner 
or  of  a  highly  compensated  employee  in  the 
group  consisting  of  the  10  highly  compensat- 
ed employees  paid  the  greatest  compensa- 
tion during  the  year,  then— 

"Ii)  such  individual  shall  not  be  consid- 
ered a  separate  employee,  and 

"(ii)  any  compensation  paid  to  such  indi- 
vidual (and  any  applicable  contribution  or 
benefit  on  behalf  of  such  individual)  shall  be 
treated  as  if  it  were  paid  to  (or  on  behalf  of) 
the  5-percent  owner  or  highly  compensated 
employee. 

"(B)  Family.— For  purposes  of  subpara- 
graph (A),  the  term  family'  means,  with  re- 
spect to  any  employee,  such  employee's 
spouse  and  lineal  ascendants  or  descendants 
and  the  spouses  of  such  lineal  ascendants  or 
descendants. 

"(7)  Compensation.— For  purposes  of  this 
subsection— 

"(A)  In  general.— The  term  compensation' 
means  compensation  within  the  meaning  of 
section  415(c)(3). 

"(B)  Certain  provisions  not  taken  into  ac- 
count.—The  determination  under  subpara- 
graph (A)  shall  be  made— 

"(i)  without  regard  to  sections  12S, 
402(a)(8).  and  402(h)(1)(B).  and 

"(ii)  in  the  case  of  employer  contributions 
made  pursuant  to  a  salary  reduction  agree- 
ment, without  regard  to  section  403(b). 

"(8)  Excluded  employees.— For  purposes 
of  subsection  (r)  and  for  purposes  of  deter- 
mining the  number  of  employees  in  the  top- 
paid  group  under  paragraph  (4),  the  follow- 
ing employees  shall  be  excluded— 

"(A)  employees  who  have  not  completed  6 
months  of  service. 
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"(B)  employees  who  normally  work  less 
than  17'/,  hours  per  week, 

"(C)  employees  who  normally  work  not 
more  than  6  months  during  any  year, 

"(D)  employees  who  have  not  attained  age 
21. 

"IE)  except  to  the  extent  provided  in  regu- 
lations, employees  who  are  included  in  a 
unit  of  employees  covered  by  an  agreement 
which  the  Secretary  of  Labor  finds  to  be  a 
collective  bargaining  agreement  between 
employee  representatives  and  the  employer, 
and 

"(F)  employees  who  are  nonresident  aliens 
and  who  receive  no  earned  income  (within 
the  meaning  of  section  911(d)(2))  from  the 
employer  which  constitutes  income  from 
sources  within  the  United  States  (within  the 
meaning  of  section  861(a)(3)). 
The  employer  may  elect  to  apply  subpara- 
graph (A).  (B).  (C),  or  (D)  by  substituting  a 
shorter  period  of  service,  smaller  number  of 
hours  or  months,  or  lower  age  for  the  period 
of  service,  number  of  hours  or  months,  or 
age  (as  the  case  may  be)  than  that  specified 
in  such  subparagraph. 

"(9)  Former  employees.— A  former  employ- 
ee shall  be  treated  as  a  highly  compensated 
employee  if— 

"(A)  such  employee  was  a  highly  compen- 
sated employee  when  such  employee  separat- 
ed from  service,  or 

"(B)  such  employee  was  a  highly  compen- 
sated employee  at  any  time  after  attaining 
age  55. 

"(10)  Coordination  with  other  provi- 
sions.—Subsections  (b).  (c),  (m),  (n),  and  (o) 
shall  be  applied  before  the  application  of 
this  section. " 

(b)  Conforming  Amendments.— 

(II  Section  106(b)(1)  is  amended  by  strik- 
ing out  "highly  compensated  individual 
(within  the  meaning  of  section  105(h)(5))" 
and  inserting  in  lieu  thereof  "highly  com- 
pensated employee  (within  the  meaning  of 
section  414(qi)". 

12)  Section  ll7id)(3).  as  amended  by  sec- 
tion 123  of  this  AcL  is  amended- 

(A)  by  striking  out  "officer,  owner,  or", 

(B)  by  sinking  out  "officers,  owners,  or" 
and 

(C)  by  inserting  at  the  end  thereof  the  fol- 
lowing new  sentence:  "For  purposes  of  this 
paragraph,  the  term  'highly  compensated 
employee'  has  the  meaning  given  such  term 
by  section  414(g). " 

(3)(A)  Section  120(c)(1)  is  amended  by 
striking  out  "officers,  shareholders,  self-em- 
ployed individuals,  or  highly  compensated" 
and  inserting  in  lieu  thereof  'Tiighly  com- 
pensated employees  (within  the  meaning  of 
section  414(q))". 

(B)  Section  120(d)(1)  is  amended— 

(i)  by  sinking  out  "The  term  'self-em- 
ployed individual'  means,  and  the"  and  in- 
serting in  lieu  thereof  "The",  and 

(ii)  by  striking  out  "Self-employed  indi- 
vidual;" in  the  heading  thereof 

(4)  Sections  127(b)(2)  and  129(d)(2)  are 
each  amended  by  striking  out  "officers, 
owners,  or  highly  compensated, "  and  insert- 
ing in  lieu  thereof  "highly  compensated  em- 
ployees (within  the  meaning  of  section 
414(Q))". 

(SKA)  Sections  132  (eK2>  and  (h)(1)  are 
each  amended— 

(i)  by  striking  out  "officer,  owner,  or",  and 

(ii)  by  striking  out  "officers,  owners,  or". 

(B)  Section  132(h)  is  amended  by  adding 
at  the  end  thereof  the  following  new  para- 
ffraph: 

"(7J  Highly  compensated  EUPLoyEs.-For 
purposes  of  this  section,  the  term  "highly 
compensated  employee'  has  the  meaning 
given  such  term  by  section  414(g). " 
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(6)  Section  274(e)(5)  is  amended  by  strik- 
ing out  ""officers,  shareholders  or  other 
owners,  or  highly  compensated  employees"' 
and  inserting  in  lieu  thereof  "highly  com- 
pensated employees  (within  the  meaning  of 
section  414(g))"". 

(7)  Section  401(a)(4)  is  amended  to  read  as 
follows: 

"(4)  if  the  contributions  or  benefits  pro- 
vided under  the  plan  do  not  discriminate  in 
favor  of  highly  compensated  employees 
(within  the  meaning  of  section  414(q)).  For 
purposes  of  this  paragraph,  there  shall  be  ex- 
cluded from  consideration  employees  de- 
scribed in  section  410(b)(3)  (A)  and  (C).  " 

(8)  Section  404A(g)(l)(A)  is  amended  by 
striking  out  "an  officer,  shareholder,  or 
highly  compensated"  and  inserting  in  lieu 
thereof  "a  highly  compensated  employee 
(within  the  meaning  of  section  414(g))". 

(9)(A)  Section  406(b)(l)IA)  is  amended  by 
striking  out  'an  officer,  shareholder,  or 
person  whose  principal  duties  consist  of  su- 
pennsing  the  work  of  other  employees  of  a 
foreign  affiliate  of  such  American  employer" 
and  insert  in  lieu  thereof  "a  highly  compen- 
sated employee  (within  the  meaning  of  sec- 
tion 414(q))". 

(B)  Section  407(b)(1)(A)  is  amended'  by 
striking  out  "an  officer,  shareholder,  or 
person  whose  principal  duties  consist  of  su- 
pervising the  work  of  other  employees  of  a 
domestic  subsidiary"  and  insert  in  lieu 
thereof  "a  highly  compensated  employee 
(within  the  meaning  of  section  414(g))". 

(C)  Sections  406(b)(1)(B)  and  407(b)(1)(B) 
are  each  amended  by  inserting  "(as  so  de- 
fined)'" after  "employee". 

(10)  Subparagraphs  (A)  and  (B)  of  section 
411(d)(1)  are  each  amended  by  striking  out 
"officers,  shareholders,  or  highly  compensat- 
ed" and  inserting  in  lieu  thereof  "highly 
compensated  employees  (withir  the  mean- 
ing of  section  414(g))"". 

(11)  Clause  (ii)  of  section  414(m)(2)(B)  is 
amended  by  striking  out  "officers,  highly 
compensated  employees,  or  owners"'  and  in- 
serting in  lieu  thereof  ""highly  compensated 
employees  (within  the  meaning  of  section 
414(g))". 

(12)  Section  415(c)(3)(C)(ii)  is  amended  by 
striking  out  "'an  officer,  owner,  or  highly 
compensated"  and  inserting  in  lieu  thereof 
"a  highly  compensated  employee  (within  the 
meaning  of  section  414(g))". 

(13)  Section  423(b)(4)(D)  is  amended  by 
striking  out  "officers,  persons  whose  princi- 
pal duties  consist  of  supervising  the  work  of 
other  employees,  or  highly  compensated  em- 
ployees'"   and    inserting    in    lieu    thereof 

"highly  compensated  employees  (within  the 
meaning  of  section  414(g))"". 

(14)  Clauses  (ii)  and  (iii)  of  section 
501(c)(17)  and  subparagraphs  (B)  and  (C)  of 
section  SOKcXlS)  are  each  amended  by 
striking  out  "officers,  shareholders,  persons 
whose  principal  duties  consists  of  supenns- 
ing  the  wo.-k  of  other  employees,  or  highly 
compensated  employees""  and  inserting  in 
lieu  thereof  "highly  compensated  employees 
(within  the  meaning  of  section  414(q))". 

(15)(A)  Section  4975(d)(1)(B)  is  amended 
by  striking  out  '"highly  compensated  employ- 
ees, officers,  or  shareholders"'  and  inserting 
in  lieu  thereof  ""highly  compensated  employ- 
ees (within  the  meaning  of  section  414(g))". 

(B)  Section  408(b)(1)(B)  of  the  Employee 
Retirement  Income  Security  Act  of  1974  (29 
U.S.C.  1108(b)(1))  is  amended  by  striking 
out  "highly  compensated  employees,  officers, 
or  shareholders"  and  inserting  in  lieu  there- 
of highly  compensated  employees  (leithin 
the  meaning  of  section  414(g)  of  the  Internal 
Revenue  Code  of  1986)". 


(16)  Paragraph  (5)  of  section  505(b)  is 
amended  to  read  as  follows: 

"(5)  Highly  compensated  individual.— For 
purposes  of  this  subsection,  the  determina- 
tion as  to  whether  an  individual  is  a  highly 
compensated  individual  shall  be  made 
under  rules  similar  to  the  rules  for  determin- 
ing whether  an  individual  is  a  highly  com- 
pensated employee  (within  the  meaning  of 
section  414(g)). " 

(c)  Effective  Date.— 

(1)  In  GENERAU-Except  as  provided  in  this 
subsection,  the  amendment  made  by  this  sec- 
tion shall  apply  to  years  beginning  after  De- 
cember 31,  1986. 

(2)  Conforming  amendments  to  employee 
benefit  provisions.— The  amendments  made 
by  paragraphs  (2),  (3).  (4),  (5),  and  (16)  of 
subsection  (b)  shall  apply  to  years  beginning 
after  December  31,  1987. 

(3)  Conforming  amendments  to  pension 
provisions.— The  amendments  made  by 
paragraphs  (7).  (8).  (9),  (10),  (11),  (12),  and 
115)  of  subsection  (b>  shall  apply  to  years  be- 
ginning after  December  31.  1988. 

(4)  Special  rvle  for  determining  highly 
compensated  employees.— For  purposes  of 
sections  401(k)  and  401(m)  of  the  Internal 
Revenue  Code  of  1986,  in  the  case  of  an  em- 
ployer incorporated  on  December  15,  1924,  if 
more  than  50  percent  of  its  employees  in  the 
top-paid  group  (within  the  meaning  of  sec- 
tion 414(g)(4)  of  such  Code)  earn  less  than 
$25,000  (indexed  at  the  same  time  and  in  the 
snme  manner  as  under  section  415(d)  of 
such  Code),  then  the  highly  compensated  em- 
ployees shall  include  employees  described  in 
section  414(g)(1)(C)  of  such  Code  deter- 
mined without  regard  to  the  level  of  com- 
pensation of  such  employees. 

SEC  Ills.  SEPARATE  USES  OF  BVSISBSS;  COMPEN- 
SATIO.V 

(a)  In  General.— Section  414  is  amended 
by  adding  at  the  end  thereof  the  following 
new  subsections: 

""(r)  Special  Rules  for  Separate  Line  of 
Business.— 

(1)  In  general.— For  purposes  of  sections 
89  and  410(b).  an  employer  shall  be  treated 
as  operating  separate  lines  of  business 
during  any  year  if  the  employer  for  bona 
fide  business  reasons  operates  separate  lines 
of  business. 

"(2)  Line  of  business  must  have  so  employ- 
ees, ETC.— A  line  of  business  shall  not  be 
treated  as  separate  under  paragraph  (1) 
unless— 

"(A)  such  line  of  business  has  at  least  SO 
employees  who  are  not  excluded  under  sub- 
section (qJ(8), 

"(B)  the  employer  notifies  the  Secretary 
that  such  line  of  business  is  being  treated  as 
separate  for  purposes  of  paragraph  (1),  and 

"(C)  such  line  of  business  meets  guidelines 
prescribed  by  the  Secretary  or  the  employer 
receives  a  determination  from  the  Secretary 
that  such  line  of  business  may  be  treated  as 
separate  for  purposes  of  paragraph  (1). 

"(3)  Safe  harbor  rule.— The  requirements 
of  subparagraph  (C)  of  paragraph  (2)  shall 
not  apply  to  any  line  of  business  if  the 
highly  compensated  employee  percentage 
with  respect  to  such  line  of  business  is— 

"(A)  not  less  than  one-half,  and 

"(B)  not  more  than  twice, 
the  percentage  which  highly  compensated 
employees  are  of  all  employees  of  the  em- 
ployer. An  employer  shall  be  treated  as  meet- 
ing the  requirements  of  subparagraph  (A)  if 
at  least  10  percent  of  all  highly  compensated 
employees  of  the  employer  perform  services 
solely  for  such  line  of  business. 
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"(4)  Highly  compensated  employee  per- 
centage DEFINED.— For  purposes  of  this  sub- 
section, the  term  'highly  compensated  em- 
ployee percentage'  means  the  percentage 
which  highly  compensated  employees  per- 
forming services  for  the  line  of  business  are 
of  all  employees  performing  services  for  the 
line  of  business. 

"(51  Allocation  of  benefits  to  line  of 
business.— For  purposes  of  this  subsection, 
benefits  which  are  attributable  to  services 
provided  to  a  line  of  business  shall  be  treat- 
ed as  provided  by  such  line  of  business. 

"(6 J  Headquarters  personnel,  etc.— The 
Secretary  shall  prescribe  rules  providing 
for- 

"(A)  the  allocation  of  headquarters  person- 
nel among  the  lines  of  business  of  the  em- 
ployer, and 

"(B)  the  treatment  of  other  employees  pro- 
viding services  for  more  than  1  line  of  busi- 
ness of  the  employer  or  not  in  lines  of  busi- 
ness meeting  the  requirements  of  paragraph 
(2). 

"(7)  Separate  operating  units.— For  pur- 
poses of  this  subsection,  the  term  'separate 
line  of  business'  includes  an  operating  unit 
in  a  separate  geographic  area  separately  op- 
erated for  a  bona  fide  business  reason. 

"(8)  Affiliated  service  groups.— TTiis  sub- 
section shall  not  apply  in  the  case  of  any  af- 
filiated service  group  (within  the  meaning 
of  section  414(ml). 

"(s)  Compensation.— For  purposes  of  this 
part— 

"(1)  In  GENERAL.— The  term  'compensation' 
means  compensation  for  service  performed 
for  an  employer  which  (taking  into  account 
the  provisions  of  this  chapter)  is  currently 
includible  in  gross  income. 

"(2)  Self-employed  individuals.— The  Sec- 
retary shall  prescribe  regulations  for  the  de- 
termination of  the  compensation  of  an  em- 
ployee who  is  a  self-employed  individual 
(within  the  meaning  of  section  401(c)(1)) 
which  are  based  on  the  principles  of  para- 
graph (1). 

"(3)  Employer  may  elect  to  treat  certain 
DEFERRALS  AS  COMPENSATION.— An  employer 
may  elect  to  include  as  compensation  any 
amount  which  is  contributed  by  the  employ- 
er pursuant  to  a  salary  reduction  agreement 
and  which  is  not  includible  in  the  gross 
income  of  an  employee  under  section  125, 
402(a)(8),  402(h).  or  403(b). 

"(4)  Alternative  determination  of  com- 
pensation.—The  Secretary  shall  by  regula- 
tion provide  for  alternative  methods  of  de- 
termining compensation  which  may  be  used 
by  an  employer,  except  that  such  regulations 
shall  provide  that  an  employer  may  not  use 
an  alternative  method  if  the  use  of  such 
method  discriminates  in  favor  of  highly 
compensated  employees  (within  the  mean- 
ing of  subsection  (g)). " 

(b)     Effective    Dates.— The    amendment 
made  by  subsection  (a)  shall  apply  to  years 
beginning  after  December  31,  198li. 
Subpart  B — Other  Proviiioiu 
SEC.  int.  CASH  OR  DEFERRED  ARRASGEMESTS. 

(a)  General  Rule.— Subparagraph  (A)  of 
section  401(k)(3)  (relating  to  application  of 
participation  and  discrimination  stand- 
ards) is  amended- 

(1)  by  striking  out  "1.5"  in  clause  (iiJ(I) 
and  inserting  in  lieu  thereof  "1.25", 

(2)  by  striking  out  "3  percentage  points" 
in  clause  (ii)(II)  and  inserting  in  lieu  there- 
of "2  percentage  points",  and 

(3)  by  striking  out  "2.5"  in  clause  (iiXII) 
and  inserting  in  lieu  thereof  "2". 

(b)  Withdrawal  and  Other  Restric- 
tions.— 

(1)  Withdrawals.— Paragraph  (2)(B)  of 
section  401(k)  (defining  qualified  cash  or  de- 


ferred arrangement)  is  amended  to  read  as 
follows: 

"(B)  under  which— 

'  (i)  amounts  held  by  the  trust  which  are 
attributable  to  employer  contributions  made 
pursuant  to  the  employee's  election  may  not 
be  distributable  to  participants  or  other 
beneficiaries  earlier  than— 

"(I)  separation  from  service,  death,  or  dis- 
ability. 

"(II)  termination  of  the  plan  without  es- 
tablishment of  a  successor  plan. 

"(Ill)  the  date  of  the  sale  by  a  corporation 
of  substantially  all  of  the  assets  (within  the 
meaning  of  section  409(d)(2))  used  by  such 
corporation  in  a  trade  or  business  of  such 
corporation  with  respect  to  an  employee 
who  continues  employment  with  the  corpo- 
ration acquiring  such  assets, 

"(IV)  the  date  of  the  sale  by  a  corporation 
of  such  corporation's  interest  in  a  subsidi- 
ary (within  the  meaning  of  section 
409(d)(3))  with  respect  to  an  employee  who 
continues  employment  with  such  subsidiary, 

"(V)  in  the  case  of  a  profit-sharing  or 
stock  bonus  plan,  the  attainment  of  age  59'/i, 
or 

"(VI)  in  the  case  of  contributions  to  a 
profit-sharing  or  stock  bonus  plan  to  which 
section  402(a)(8)  applies,  upon  hardship  of 
the  employee,  and 

"(ii)  amounts  will  not  be  distributable 
merely  by  reason  of  the  completion  of  a 
stated  period  of  participation  or  the  lapse  of 
a  fixed  number  of  years;  and  ". 

(2)  Not  more  than  i  year  of  service  may 
BE  REQUIRED.— Paragraph  (2)  of  section 
401  (k)  is  amended  by  striking  out  "and"  at 
the  end  of  subparagraph  (B),  by  striking  out 
the  period  at  the  end  of  subparagraph  (C) 
and  inserting  in  lieu  thereof  ",  and",  and  by 
adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(Di  which  does  not  require,  as  a  condi- 
tion of  participation  Hn  the  arrangement, 
that  an  employee  complete  a  period  of  serv- 
ice with  the  employer  (or  employers)  main- 
taining the  plan  extending  beyond  the 
period  permitted  under  section  410(a)(1) 
(determined  without  regard  to  subpara- 
graph (B)(i)  thereof). " 

(3)  Other  requirements.— Subsection  (k) 
of  section  401  is  amended  by  redesignating 
paragraphs  (4),  (5),  and  (6)  as  paragraphs 
(5),  (6),  and  (7),  respectively,  and  by  insert- 
ing after  paragraph  (3)  the  following  new 
paragraph: 

"(4)  Other  requirements.— 

"(A)  Benefits  i other  than  matching  con- 
tributions/ MUST  not  be  contingent  on  elec- 
tion to  DEFER.— a  cash  or  deferred  arrange- 
ment of  any  employer  shall  not  be  treated  as 
a  qualified  cash  or  deferred  arrangement  if 
any  other  benefit  provided  by  such  employer 
is  conditioned  (directly  or  indirectly)  on  the 
employee  electing  to  have  the  employer  make 
or  not  make  contributions  under  the  ar- 
rangement in  lieu  of  receiving  cash.  The  pre- 
ceding sentence  shall  not  apply  to  any 
matching  contribution  (as  defined  in  sec- 
tion 401(m))  made  by  reason  of  such  an  elec- 
tion. 

"(B)  State  and  local  governments  and 

TAX-EXEMPT   ORGANIZATIONS    NOT  ELIGIBLE.— A 

cash  or  deferred  arrangement  shall  not  be 
treated  as  a  qualified  cash  or  deferred  ar- 
rangement if  it  is  part  of  a  plan  maintained 
by- 

"(i)  a  State  or  local  government  or  politi- 
cal subdivision  thereof,  or  any  agency  or  in- 
strumentality thereof,  or 

"(ii)  any  organization  exempt  from  tax 
under  this  subtitle. 

"(C)    COORDINATION    WITH    OTHER    PLANS.— 

Except  as  provided  in  section  401  (m),  any 


employer  contribution  made  pursuant  to  an 
employee's  election  under  a  qualified  cash 
or  deferred  arrangement  shall  not  be  taken 
into  account  for  purposes  of  determining 
whether  any  other  plan  meets  the  require- 
ments of  section  401(a)  or  410(b).  This  sub- 
paragraph shall  not  apply  for  purposes  of 
determining  whether  a  plan  meets  the  aver- 
age benefit  requirement  of  section 
410(b)(2)(A)(iit." 

(4)  Aggregation  rule.— The  last  sentence 
of  subparagraph  (A)  of  section  401(kl(3>  (re- 
lating to  application  of  participation  and 
discrimination  standards)  is  amended  by 
striking  out  "any  employee"  and  inserting 
in  lieu  thereof  "any  highly  compensated  em- 
ployee". 

(c)  Plan  Not  Disqualified  if  Excess  Con- 
tributions Distributed  Before  the  End  of 
Following  Plan  Year.— 

(1)  In  general.— Subsection  (k)  of  section 
401  is  amended  by  adding  at  the  end  thereof 
the  following  new  paragraph: 

"(8)  Arrangement  not  disqualified  if 
excess  contribltions  distributed.— 

"(A)  In  general.— a  cash  or  deferred  ar- 
rangement shall  not  be  treated  as  failing  to 
meet  the  requirements  of  clause  (ii)  of  para- 
graph (3)(A)  for  any  plan  year  if.  before  the 
close  of  the  following  plan  year— 

"Ii)  the  amount  of  the  excess  contributions 
for  such  plan  year  (and  any  income  alloca- 
ble to  such  contributions)  is  distributed,  or 
"(ii)  to  the  extent  provided  in  regulations, 
the  employee  elects  to  treat  the  amount  of 
the  excess  contributions  as  an  amount  dis- 
tributed to  the  employee  and  then  contribut- 
ed by  the  employee  to  the  plan. 
Any  distribution  of  excess  contributions 
(and  income)  may  be  made  without  regard 
to  any  other  provision  of  law. 

"(B)  Excess  contributions.— For  purposes 
of  subparagraph  (A),  the  term  'excess  contri- 
butions' means,  with  respect  to  any  plan 
year,  the  excess  of— 

"(i)  the  aggregate  amount  of  employer 
contributions  actually  paid  over  to  the  trust 
on  behalf  of  highly  compensated  employees 
for  such  plan  year,  over 

"(ii)  the  maximum  amount  of  such  contri- 
butions permitted  under  the  limitations  of 
clause  (ii)  of  paragraph  (3XA)  (determined 
by  reducing  contributions  made  on  behalf  of 
highly  compensated  employees  in  order  of 
the  actual  deferral  percentages  beginning 
with  the  highest  of  such  percentages/. 

"(C)  Method  of  distributing  excess  con- 
tributions.—Any  distribution  of  the  excess 
contributions  for  any  plan  year  shall  be 
made  to  highly  compensated  employees  on 
the  basis  of  the  respective  portions  of  the 
excess  contributions  attributable  to  each  of 
such  employees. 

"(D)  Additional  tax  under  section  iziti 
not  to  apply —No  tax  shall  be  imposed 
under  section  72(t)  on  any  amount  required 
to  be  distributed  under  this  paragraph. 
"(E)  Cross  reference.— 
"For  excise  tax  on  certain  exceu  contribution*, 
see  lection  4979. " 

(2)  Technical  amendment.— Clause  (ii)  of 
section  401(k)(3)(A)  is  amended  by  striking 
out  "paragraph  (41"  and  inserting  in  lieu 
thereof  "paragraph  (5)". 

(d)  Definitions  of  Highly  Compensated 
Employee  AND  Compensation.- 

(1)  Highly  compensated  employee.— Para- 
graph (5)  of  section  401  (k),  as  redesignated' 
by  this  Act,  is  amended  to  read  as  follows: 

"(5)  Highly  compensated  employee.— For 
purposes  of  this  subsection,  the  term  "highly 
compensated  employee'  has  the  meanirig 
given  such  term  by  section  4l4(qt.'' 
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<2)  Compensation.— Section  40  Uk).  as 
amended  by  this  Act,  is  amended  by  adding 
at  the  end  thereof  the  following  new  para- 
graph: 

"(91  Compensation.— For  purposes  of  this 
subsection,  the  term  'compensation'  has  the 
meaning  given  such  term  by  section  414<s)." 

(3)  Conforming  amendment.— Subpara- 
graph (B)  of  section  401(k)i3)  is  amended  by 
striking  out  the  last  sentence  thereof 

feJ  Nondiscrimination  Standards.— Sec- 
tion 401ik}i3l  is  amended  by  adding  at  the 
end  thereof  the  following  new  subparagraph: 

"to  For  purposes  of  subparagraph  IB),  the 
employer  contributions  on  behalf  of  any  em- 
ployee— 

"(i)  shall  include  any  employer  contribu- 
tions made  pursuant  to  the  employee's  elec- 
tion under  paragraph  I2J.  and 

"Hi)  under  such  rules  as  the  Secretary  may 
prescribe,  may.  at  the  election  of  the  employ- 
er, include— 

"ID  matching  contributions  las  defined  in 
401lm)l4)IA)  which  meets  the  requirements 
of  paragraph  12)  IB  and  lOl.  and 

"III)  Qualified  nonelective  contributions 
Itcithin  the  meaning  of  section 
401im)l4)lC))." 

If)  Effective  Dates  — 

ID  In  general. -Except  as  provided  in  this 
subsection,  the  amendments  made  by  this 
section  shall  apply  to  years  beginning  after 
December  31.  1988. 

12)  Nondiscrimination  rules.— 

lA)  In  general.— Except  as  provided  in 
subparagraph  IB),  the  amendments  made  by 
subsections  la).  ib)i4).  and  id),  and  the  pro- 
visions of  section  401lk)l4)IB)  of  the  Inter- 
nal Revenue  Code  of  1986  las  added  by  this 
section),  shall  apply  to  years  beginning  after 
December  31.  1986. 

IB)  Transition  rules  for  certain  govern- 
MENTAL  AND  TAX-EXEMPT  PLANS.— Subpara- 
graph IB)  of  section  401ik)i4i  of  the  Internal 
Revenue  Code  of  1986  irelating  to  govern- 
ments and  tax-exempt  organizations  not  eli- 
gible for  cash  or  deferred  arrangements),  as 
added  by  this  section,  shall  not  apply  to  any 
cash  or  deferred  arrangement  adopted  by— 

H)  a  State  or  local  government  lor  politi- 
cal subdivision  thereof)  before  May  6,  1986, 
or 

Hi)  a  tax-exempt  organization  before  July 
2,  1986. 

In  the  case  of  an  arrangement  described  in 
clause  li),  the  amendments  made  by  subsec- 
tions la).  Ib)l4),  and  id)  shall  apply  to  years 
beginning  after  December  31.  1988. 

13)  Aggregation  and  excess  contribv- 
TiONS.—The  amendments  made  by  subsec- 
tions ic)  and  le)  shall  apply  to  years  begin- 
ning after  December  31,  1986. 

14)  Collective  bargaining  agreements.- 

I  A)  In  general.— In  the  case  of  a  plan 
maintained  pursuant  to  1  or  more  collective 
bargaining  agreements  between  employee 
representatives  and  1  or  more  employers 
ratified  before  March  1.  1986.  the  amend- 
ments made  by  this  section  shall  not  apply 
to  years  beginning  before  the  earlier  of— 

li)  the  later  of— 

(I)  January  1,  1989.  or 

(11/  the  date  on  which  the  last  of  such  col- 
lective bargaining  agreements  terminates 
(determined  without  regard  to  any  exten- 
sion thereof  after  February  28,  1986),  or 

(ii)  January  1,  1991. 

(B)  Special  rule  for  nondiscrimination 
RVLCS.—ln  the  case  of  a  plan  described  in 
subparagraph  (A),  the  amendments  and  pro- 
visions described  in  paragraph  I2)  shall  not 
apply  to  years  beginning  before  the  earlier 
of- 

(i)  the  date  determined  under  subpara- 
graph (A)(iJ(W,  or 
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(ii)  January  1,  1989. 

15)  Special  rule  for  qualified  offset  ar- 
rangements.— 

lA)  In  general.— a  cash  or  deferred  ar- 
rangement shall  not  be  treated  as  failing  to 
meet  the  requirements  of  section  401ik)l4)  of 
the  Internal  Revenue  Code  of  1986  las  added 
by  this  section)  to  the  extent  such  arrange- 
ment is  part  of  a  qualified  offset  arrange- 
ment consisting  of  such  cash  or  deferred  ar- 
rangement and  a  defined  benefit  plan. 

IB)  Qualified  offset  arrangement— For 
purposes  of  subparagraph  lA).  a  cash  or  de- 
ferred arrangement  is  part  of  a  qualified 
offset  arrangement  with  a  defined  benefit 
plan  to  the  extent  such  offset  arrangement 
satisfies  each  of  the  following  conditions 
with  respect  to  the  employer  maintaining 
the  arrangement  on  April  16.  1986,  and  at 
all  times  thereafter- 
lit  The  benefit  under  the  defined  benefit 
plan  is  directly  and  uniformly  conditioned 
on  the  initial  elective  deferrals  lup  to  4  per- 
cent of  compensation). 

Hi)  The  benefit  provided  under  the  defined 
benefit  plan  Ibefore  the  offset)  is  at  least  60 
percent  of  an  employee's  cumulative  elective 
deferrals  lup  to  4  percent  of  compensation). 

Hii)  The  benefit  under  the  defined  benefit 
plan  IS  reduced  by  the  benefit  attributable  to 
the  employee's  elective  deferrals  under  the 
plan  lup  to  4  percent  of  compensation)  and 
the  income  allocable  thereto.  The  interest 
rate  used  to  calculate  the  reduction  shall  not 
exceed  the  greater  of  the  rate  under  section 
411ia)ill)iB)iiii  of  such  Code  or  the  interest 
rate  applicable  under  section 

411ic)i2)iC)liii)  of  such  Code,  taking  into 
account  section  411lc)i2)(D)  of  such  Code. 
For  purposes  of  applying  section  401lk)l3)  of 
such  Code  to  the  cash  or  deferred  arrange- 
ment, the  benefits  under  the  defined  benefit 
plan  conditioned  on  initial  elective  defer- 
rals may  be  treated  as  matching  contribu- 
tions under  such  rules  as  the  Secretary  of 
the  Treasury  or  his  delegate  may  prescribe. 
The  Secretary  shall  provide  rules  for  the  ap- 
plication of  this  paragraph  in  the  case  of 
successor  plans. 

(Ci  Definition  of  employer.— For  purposes 
of  this  paragraph,  the  term  "employer"  in- 
cludes any  research  and  development  center 
which  is  federally  funded  and  engaged  in 
cancer  research,  but  only  with  respect  to  em- 
ployees of  contractor-operators  whose  sala- 
ries are  reimbursed  as  direct  costs  against 
the  operator's  contract  to  perform  work  at 
such  center. 

16)  Withdrawals  on  sale  of  assets.— Sub- 
clauses 111),  nil),  and  IIV)  of  section 
401lk)i2)iB)li)  of  the  Internal  Revenue  Code 
of  1986  las  added  by  subsection  lb)ll))  shall 
apply  to  distributions  after  December  31 
1984. 

17)  Distributions  before  plan  amend- 
ment.— 

I  A)  In  general.— If  a  plan  amendment  is 
required  to  allow  a  plan  to  make  any  distri- 
bution described  in  section  401lk)l8)  of  the 
Internal  Revenue  Code  of  1986,  any  such 
distribution  which  is  made  before  the  close 
of  the  1st  plan  year  for  which  such  amend- 
ment is  required  to  be  in  effect  under  section 
1140.  shall  be  treated  as  made  in  accordance 
icith  the  provisions  of  such  plan. 

IB)  Distributions  pursuant  to  model 
amendment.— 

H)  Secretary  to  prescribe  amendment.— 
The  Secretary  of  the  Trea.iury  or  his  delegate 
shall  prescribe  an  amendment  which  allows 
a  plan  to  make  any  distribution  described 
in  section  401lk)l8)  of  such  Code. 

Hi)  Adoption  by  plan.— If  a  plan  adopts 
the  amendment  prescribed  under  clause  (i) 
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and  makes  a  distribution  in  accordance 
with  such  amendment,  such  distribution 
shall  be  treated  as  made  in  accordance  with 
the  provisions  of  the  plan. 

SEC.  III-.  SDSDISIRIMISATIOS  REQVIREMESTS  FOR 
EMPLOYER  MATCHING  COSTRIBVTIONS 
A\D  EMPLOYEE  COSTRIBVTIONS. 

la)  General  Rule.— Section  401  (relating 
to  qualified  pension,  profit-sharing,  and 
stock  bonus  plans)  is  amended  by  redesig- 
nating subsections  im)  and  in)  as  subsec- 
tions In)  and  lo).  respectively,  and  by  insert- 
ing after  subsection  il)  the  following  new 
subsection: 

"Im)  Nondiscrimination  Test  for  Match- 
ing Contributions  and  Employee  Contribu- 
tions.— 

"ID  In  general.— a  plan  shall  be  treated  as 
meeting  the  requirements  of  subsection 
la)(4>  with  respect  to  the  amount  of  any 
matching  contribution  or  employee  contri- 
bution for  any  plan  year  only  if  the  contri- 
bution percentage  requirement  of  paragraph 
12)  of  this  subsection  is  met  for  such  plan 
year 
"12)  Requirements.- 

"lA)  Contribution  percentage  require- 
ment.—a  plan  meets  the  contribution  per- 
centage requirement  of  this  paragraph  for 
any  plan  year  only  if  the  contribution  per- 
centage for  eligible  highly  compensated  em- 
ployees does  not  exceed  the  greater  of— 

"H)  125  percent  of  such  percentage  for  all 
other  eligible  employees,  or 

"Hi)  the  lesser  of  200  percent  of  such  per- 
centage for  all  other  eligible  employees,  or 
such  percentage  for  all  other  eligible  employ- 
ees plus  2  percentage  points. 

"IB)  Multiple  plans  treated  as  a  single 
PLAN.— If  two  or  more  plans  of  an  employer 
to  which  matching  contributions,  employee 
contributions,  or  elective  deferrals  are  made 
are  treated  as  one  plan  for  purposes  of  sec- 
tion 4101b).  such  plans  shall  be  treated  as 
one  plan  for  purposes  of  this  subsection.  If  a 
highly  compensated  employee  participates 
in  two  or  more  plans  of  an  employer  to 
which  such  contributions  are  made,  all  such 
contributions  shall  be  aggregated  for  pur- 
poses of  this  subsection. 

"(3)  Contribution  percentage.— For  pur- 
poses of  paragraph  12).  the  contribution  per- 
centage for  a  specified  group  of  employees 
for  a  plan  year  shall  be  the  average  of  the 
ratios  icalculated  separately  for  each  em- 
ployee in  such  group)  of— 

"lA)  the  sum  of  the  matching  contribu- 
tions and  employee  contributions  paid 
under  the  plan  on  behalf  of  each  such  em- 
ployee for  such  plan  year,  to 

"IB)  the  employee's  compensation  Iwithin 
the  meaning  of  section  4141s))  for  such  plan 
year. 

Under  regulations,  an  employer  may  elect  to 
take  into  account  (in  computing  the  contri- 
bution percentage)  elective  deferrals  and 
qualified  nonelective  contributions  under 
the  plan  or  any  other  plan  of  the  employer. 
"14)  Definitions.— For  purposes  of  this  sub- 
section— 

"I A)  Matching  contribution.— TTie  term 
'matching  contribution'  means— 

"HI  any  employer  contribution  made  to 
the  plan  on  behalf  of  an  employee  on  ac- 
count of  an  employee  contribution  made  by 
such  employee,  and 

"Hi)  any  employer  contribution  made  to 
the  plan  on  behalf  of  an  employee  on  ac- 
count of  an  employee's  elective  deferral 

"IB)  Elective  deferral.— The  term  'elec- 
tive deferral'  means  any  employer  contribu- 
tion described  in  section  402(g)(3)(A). 

"(C)  Qualified  nonelective  contribu- 
tions.—The  term  'qualified  nonelective  con- 
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tribution'  means  any  employer  contribution 
(other  than  a  matching  contribution!  with 
respect  to  which— 

"(i)  the  employee  may  not  elect  to  have  the 

contribution  paid  to  the  employee  in  cash 

instead  of  being  contributed  to  the  plan,  and 

"(ii)   the   requirements   of  subparagraphs 

(B)  and  (CJ  of  subsection  (k)(2l  are  met. 

'75/  Employees  taken  into  consider- 
ation.— 

"(A)  In  general.— Any  employee  who  is  eli- 
gible to  make  an  employee  contribution  (or. 
if  the  employer  takes  elective  contributions 
into  account,  elective  contributions)  or  to 
receive  a  matching  contribution  under  the 
plan  being  tested  under  paragraph  (1)  shall 
be  considered  an  eligible  employee  for  pur- 
poses of  this  subsection. 

"(B)  Certain  nonparticipants.—U  an  em- 
ployee contribution  is  required  as  a  condi- 
tion of  participation  in  the  plan,  any  em- 
ployee who  would  be  a  participant  in  the 
plan  if  such  employee  made  such  a  contribu- 
tion shall  be  treated  as  an  eligible  employee 
on  behalf  of  whom  no  employer  contribu- 
tions are  made. 

"(6)  Plan  not  disqualified  if  excess  ag- 
gregate contributions  distributed  before 
end  of  following  plan  year.— 

"(A)  In  general.— a  plan  shall  not  be  treat- 
ed as  failing  to  meet  the  requirements  of 
paragraph  (1)  for  any  plan  year  if.  before 
the  close  of  the  following  plan  year,  the 
amount  of  the  excess  aggregate  contribu- 
tions for  such  plan  year  (and  any  income  al- 
locable to  such  contributions)  is  distributed 
(or.  if  forfeitable,  is  forfeited).  Such  contri- 
butions (and  such  income)  may  be  distribut- 
ed without  regard  to  any  other  provision  of 
law. 

"(Bl  Excess  aggregate  coNTRiBimoNs.— 
For  purposes  of  subparagraph  (A),  the  term 
'excess  aggregate  contributions'  means,  with 
respect  to  any  plan  year,  the  excess  of— 

"(i)  the  aggregate  amount  of  the  matching 
contributions  and  employee  contributions 
(and  any  qualified  nonelective  contribution 
or  elective  contribution  taken  into  account 
in  computing  the  contribution  percentage) 
actually  made  on  behalf  of  highly  compen- 
sated employees  for  such  plan  year,  over 

"(ii)  the  maximum  amount  of  such  contri- 
butions permitted  under  the  limitations  of 
paragraph  (2)(A)  (determined  by  reducing 
contributions  made  on  behalf  of  highly  com- 
pensated employees  in  order  of  their  contri- 
bution percentages  beginning  with  the  high- 
est of  such  percentages). 

"(C)  Method  of  distributing  excess  con- 
tributions.—Any  distribution  of  the  excess 
aggregate  contributions  for  any  plan  year 
shall  be  made  to  highly  compensated  em- 
ployees on  the  basis  of  the  respective  por- 
tions of  such  amounts  attributable  to  each 
of  such  employees.  Forfeitures  of  excess  ag- 
gregate contributions  may  not  be  allocated 
to  participants  whose  contributions  are  re- 
duced under  this  paragraph. 

"(D)  Coordination  with  subsection  iki  and 
402(g).— The  determination  of  the  amount  of 
excess  aggregate  contributions  with  respect 
to  a  plan  shall  be  made  after— 

"(i)  first  determining  the  excess  deferrals 
(within  the  meaning  of  section  402(g)),  and 
"(ii)  then  determining  the  excess  contribu- 
tions under  subsection  (k). 
"(7)  Treatment  OF  distributions.— 
"(A)  Additional  tax  of  section  vnti  not 
applicable.— No  tax  shall  be  imposed  under 
section  72(t)  on  any  amount  required  to  be 
distributed  under  paragraph  (8). 

"(B)  Exclusion  of  employee  contribu- 
tions.—Any  distribution  attributable  to  em- 
ployee contributions  shall  not  be  included  in 


gross  income  except  to  the  extent  attributa- 
ble to  income  on  such  contributions. 

"(&)  Highly  compensated  employee.— For 
purposes  of  this  subsection,  the  term  'highly 
compensated  employee'  has  the  meaning 
given  to  such  term  by  section  414(q). 

"(9)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary to  carry  out  the  purposes  of  this  subsec- 
tion and  subsection  (k)  including— 

"(A)  such  regulations  as  may  be  necessary 
to  prevent  the  multiple  use  of  the  alternative 
limitation  with  respect  to  any  highly  com- 
pensated employee,  and 

"(B)  regulations  permitting  appropriate 
aggregation  of  plans  and  contributions. 
For  purposes  of  the  preceding  sentence,  the 
term  'alternative  limitation'  means  the  limi- 
tation of  section  40Uk)(3)(A)(ii)(II)  and  the 
limitation  of  paragraph  (2)(A)(ii)  of  this 
subsection. 

"(10)  Cross  REFERENCE.— 

"For  excise  tax  on  certain  excess  contributions, 
see  section  4979. " 

(b)  Excise  Tax  on  Excess  .Contribu- 
tions.— 

(1)  In  general.— Chapter  43  (relating  to 
qualified  pension,  etc.  plans)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
section: 

"SEC    4979.    TAX   «.V   CERTAIS  EXCESS   CO.VTRIBl- 
TIO.\S. 

"(a)  General  Rule.— In  the  case  of  any 
plan,  there  is  hereby  imposed  a  tax  for  the 
taxable  year  equal  to  10  percent  of  the  sum 
of- 

"(1)  any  excess  contributions  under  a  cash 
or  deferred  arrangement  which  is  part  of 
such  plan  for  the  plan  year  ending  in  such 
taxable  year,  and 

"(2)  any  excess  aggregate  contributions 
under  the  plan  for  the  plan  year  ending  in 
such  taxable  year. 

"(b)  Liability  for  Tax.— The  tax  irjiposed 
by  subsection  (a)  shall  be  paid  by  the  em- 
ployer. 

"(c)  Excess  Contributions.— For  purposes 
of  this  section,  the  term  'excess  contribu- 
tions' has  the  meaning  given  such  term  by 
sections  401(k)(8)(B),  403(b),  408ik)(8)(B), 
and  501(0(18). 

"(d)  Excess  Aggregate  Contribution.— 
For  purposes  of  this  section,  the  term  'excess 
aggregate  contribution'  has  the  meaning 
given  to  such  term  by  section  401(m)(6)(B). 

"(e)  Plan.— For  purposes  of  this  section, 
the  term  'plan'  means— 

"(1)  a  plan  described  in  section  401(a) 
which  includes  a  trust  exempt  from  tax 
under  section  SOKa), 

"(2)  any  annuity  plan  described  in  section 
403(a), 

"(3)  any  annuity  contract  described  in 
section  403(b), 

"(4)  a  simplified  employee  pension  of  an 
employer  which  satisfies  the  requirements  of 
section  408(k).  and 

"(5)  a  plan  described  in  section  501(0(18). 
Such  term  includes  any  plan  which,  at  any 
time,  has  been  determined  by  the  Secretary 
to  be  such  a  plan. 

"(f)  No  Tax  Where  Excess  Distributed 
Within  2'/,  Months  of  Close  of  Year.— 

"(1)  In  general.— No  tax  shall  be  imposed 
um'.er  this  section  on  any  excess  contribu- 
tion or  excess  aggregate  contribution,  as  the 
case  may  be,  to  the  extent  such  contribution 
(together  with  any  income  allocable  thereto) 
is  distributed  (or,  if  forfeitable,  is  forfeited) 
before  the  close  of  the  first  2'/,  months  of  the 
following  plan  year. 

"(2)  Included  in  prior  year.— Any  amount 
distributed  as  provided  in  paragraph  (1) 


shall  be  treated  as  received  and  earned  by 
the  recipient  in  his  taxable  year  for  which 
such  contribution  was  made. " 

(2)  Clerical  amendment.— The  table  of  sec- 
tions for  chapter  43  is  amended  by  adding  at 
the  end  thereof  the  following  new  item: 

"Sec.  4979.  Tax  on  certain  excess  contribu- 
tions. " 

(O  Technical  Amendment —Paragraph  (2) 
of  section  414(k)  (relating  to  certain  plans) 
is  amended  by  striking  out  "and  415  (relat- 
ing to  limitations  on  benefits  and  contribu- 
tions under  qualified  plans)"  and  inserting 
in  lieu  thereof  ".  415  (relating  to  limitations 
on  benefits  and  contributions  under  quali- 
fied plans),  and  401(mi  (relating  to  nondis- 
crimination tests  for  matching  requirements 
and  employee  contributions)". 

(d)  Effective  Date.— 

(1)  In  general.  — The  amendments  made  by 
this  section  shall  apply  to  plan  years  begin- 
ning after  December  31,  1986. 

(2)  Collective  bargaining  agreements.— 
In  the  case  of  a  plan  maintained  pursuant 
to  1  or  more  collective  bargaining  agree- 
ments between  employee  representatives  and 
1  or  more  employers  ratified  before  March  I, 
1986.  the  amendments  made  by  this  section 
shall  not  apply  to  plan  years  beginning 
before  the  earlier  of— 

(A)  January  1.  1989,  or 

(B)  the  date  on  which  the  last  of  such  col- 
lective bargaining  agreements  terminates 
(determined  without  regard  to  any  exten- 
sion thereof  after  February  28.  1986). 

(3)  Annuity  contracts.— In  the  case  of  an 
annuity  contract  under  section  403(b)  of  the 
Internal  Revenue  Code  of  1986— 

(A)  the  amendments  made  by  this  section 
shall  apply  to  plan  years  beginning  after  De- 
cember 31,  1988,  and 

(B)  in  the  case  of  a  collective  bargaining 
agreement  described  in  paragraph  (2),   the 
amendments  made  by  this  section  shall  not  ■ 
apply  to  years  beginning  before  the  earlier 
of- 

(i)  the  later  of— 

(I)  January  1,  1989,  or 

(II)  the  date  determined  under  paragraph 
(2)(B).  or 

(ii)  January  1,  1991. 

SEC  Ills.  BENEFITS  TRE.ATED  AS  ACCRVISC  RAT- 
ABLY FOR  PiRPOSES  OF  DETER.WSISC 
WHETHER  PLAN  IS  TOP-HEA  VY. 

(a)  General  Rule.— Paragraph  i4)  of  sec- 
tion 416(g)  (defining  top-heavy  plan)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subparagraph: 

"(F)  Accrued  benefits  treatId  as  accru- 
ing RATABLY.— The  accrucd  benefit  of  any 
employee  (other  than  a  key  employee)  shaU 
be  determined— 

"(i)  under  the  method  which  is  used  for  ac- 
crual purposes  for  all  plans  of  the  employer, 
or 

"(ii)  if  there  is  no  method  descritoed  in 
clause  (i).  as  if  such  benefit  accrued  not 
more  rapidly  than  the  slowest  accrual  rate 
permitted  under  section  411(b)(1)(C)." 

(b)  Effective     Date.— The     amendment 
made  by  subsection  (a)  shall  apply  to  plan 
years  beginning  after  December  31,  1986. 
SEC  Ills,  modification  of  riles  FOR  BENEFIT 

FORFEITIRES. 

(a)  General  Rule.— Paragraph  (8)  of  sec- 
tion 401(a)  (relating  to  qualified  pension, 
profit-sharing,  and  stock  l>onus  plans)  i* 
amended  by  striking  out  "pension  plan"  and 
inserting  in  lieu  thereof  "defined  loenefit 
plan". 
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(b>  EmcnvE  Date.— The  amendment 
made  by  subsection  la)  shall  apply  to  plan 
years  beginning  after  December  31,  1985. 

SBC.  lit*.  SOSDISCRIMISATION  REQIIREMESTS  FOR 
TAX-SHELTERED  ASSIITIES. 

(a)  General  Rule.— Paragraph  tlJ  of  sec- 
tion 4031b)  is  amended  by  striking  out 
"and"  at  the  end  of  subparagraph  IB  J,  by  in- 
serting "and"  at  the  end  of  subparagraph 
IC).  and  by  inserting  after  subparagraph  IC) 
the  following  new  subparagraph: 

"ID)  except  in  the  case  of  a  contract  pur- 
chased by  a  church,  such  contract  is  pur- 
chased under  a  plan  which  meets  the  non- 
discrimination  requirements  of  paragraph 

ao/.". 

lb)  Nondiscrimination  Requirements.- 
Subsection  lb)  of  section  403  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"110)  Nondiscrimination  requirements.— 

"lA)  In  general.— For  purposes  of  para- 
graph IDID),  a  plan  meets  the  nondiscrim- 
ination requirements  of  this  paragraph  if— 

"(i)  unth  respect  to  contributions  not 
made  pursuant  to  a  salary  reduction  agree- 
ment, such  plan  meets  the  requirements  of 
paragraphs  I4I.  IS),  and  126)  of  section 
401ia>  and  section  4101b)  in  the  same 
manner  as  if  such  plan  were  described  in 
section  40tia).  and 

"Hi)  all  employees  of  the  organization 
may  elect  to  have  the  employer  make  contri- 
butions of  more  than  $200  pursuant  to  a 
salary  reduction  agreement  if  any  employee 
of  the  organization  may  elect  to  have  the  or- 
ganisation make  contributions  for  such  con- 
tracts pursuant  to  such  agreement 
For  purposes  of  clause  Hi),  there  may  be  ex- 
cluded any  employee  who  is  a  participant  in 
an  eligible  deferred  compensation  plan 
Iwithin  the  meaning  of  section  457)  or  a 
qualified  cash  or  deferred  arrangement  of 
the  organization  or  another  annuity  con- 
tract described  in  this  subsection.  Any  non- 
resident alien  described  in  section 
410lb)(3)IC)  may  also  be  excluded.  For  pur- 
poses of  this  subparagraph,  students  who 
normally  work  less  than  20  hours  per  week 
may  isubject  to  the  conditions  applicable 
under  section  410lb)l4))  be  excluded. 

"IB)  Church.— For  purposes  of  paragraph 
(DID),  the  term  church'  has  the  meaning 
giwn  to  such  term  by  section  3121lw)l3)lA). 
Such  term  shall  include  any  qualified 
church-controlled  organization  las  defined 
in  section  3121lw)i3)lB))." 

Ic)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  years  be- 
ginning after  December  31,  1988. 

PART  UI—TREA  TMENT  OF  DISTRIBVTIONS 
SEC.  1121.  MIMtll'M  DISTRIBirriON  REQVIREME.VTS. 

(a)  Excise  Tax  on  Failure  To  Distrib- 
ute.— 

ID  In  GENERAL-Section  4974  U  amended 
to  read  as  follows: 

'SBC  4t74.  EXCISE  TAX  OS  CERTAIN  ACCVMVLA- 
TIONS  IN  QUAUFIEO  RETIREMENT 
PLANS 

"la)  General  Rule.— If  the  amount  dis- 
tributed during  the  taxable  year  of  the  payee 
under  any  qualified  retirement  plan  or  any 
eligible  deferred  compensation  plan  las  de- 
fined in  section  4571b))  is  less  than  the  mini- 
mum required  distribution  for  such  taxable 
year,  there  is  hereby  imposed  a  tax  equal  to 
SO  percent  of  the  amount  by  which  such 
minimum  required  distribution  exceeds  the 
actual  amount  distribuUd  during  the  tax- 
able year.  The  tax  imposed  by  this  section 
shall  be  paid  by  the  payee. 

"lb)  Minimum  Required  Distribution.— For 
purposes  of  this  section,  the  term  'minimum 
required  distribution'  means  the  minimum 
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amount  required  to  be  distributed  during  a 
taxable  year  under  section  401la)l9) 
403lb)ll0),  408ia)l6),  408lb)l3),  or  457ld)l2). 
as  the  case  may  be,  as  determined  under  reg- 
ulations prescribed  by  the  Secretary. 

"Ic)  Qualified  Retirement  Plan.— For  pur- 
poses of  this  section,  the  term  'qualified  re- 
tirement plan '  means— 

"ID  a  plan  described  in  section  401ia) 
which  includes  a  trust  exempt  from  tax 
under  section  SOlla), 

"12)  an  annuity  plan  described  in  section 
4031a), 

"13)  an  annuity  contract  described  in  sec- 
tion 4031b), 

"14)  an  individual  retirement  account  de- 
scribed in  section  4081a).  or 

"IS)  an  individual  retirement  annuity  de- 
scribed in  section  408ib). 
Such  term  includes  any  plan,  contract,  ac- 
count or  annuity  which,  at  any  time,  has 
been  determined  by  the  Secretary  to  be  such 
a  plan,  contract  account  or  annuity. 

"Id)  Waiver  of  Tax  in  Certain  Cases.— If 
the  taxpayer  establishes  to  the  satisfaction 
of  the  Secretary  that— 

"ID  the  shortfall  described  in  subsection 
la)  in  the  amount  distributed  during  any 
taxable  year  was  due  to  reasonable  error, 
and 

"12)  reasonable  steps  are  being  taken  to 
remedy  the  shortfall, 

the  Secretary  may  waive  the  tax  imposed  by 
subsection  la)  for  the  taxable  year.  " 

12)  Clerical  amendment.— The  table  of  sec- 
tions for  chapter  43  is  amended  by  striking 
out  the  item  relating  to  section  4974  and  in- 
serting in  lieu  thereof  the  following: 

"Sec.  4974.  Excise  tax  on  certain  accumula- 
tions in  qualified  retirement 
plans. " 

lb)  Uniform  Required  Beginning  Date.— 
Subparagraph  IC)  of  section  401la)l9)  ide- 
fining  required  beginning  date)  is  amended 
to  read  as  follows: 

"IC)  Required  beginning  date.— For  pur- 
poses of  this  paragraph,  the  term  'required 
beginning  date'  means  April  1  of  the  calen- 
dar year  following  the  calendar  year  in 
which  the  employee  attains  age  70%  " 

Ic)  Conforming  Amendments.— 

ID  Subparagraph  IF)  of  section  402la)(5) 
is  amended  to  read  as  follows: 

"IF)  Transfer  treated  as  rollover  con- 
tribution UNDER  SECTION  408.— For  purposes 
of  this  title,  a  transfer  described  in  subpara- 
graph lA)  to  an  eligible  retirement  plan  de- 
scribed in  subclause  II)  or  III)  of  subpara- 
graph lE)liv)  shall  be  treated  as  a  rollover 
contribution  described  in  section  408ld)l3). " 

12)  Clause  Hi)  of  section  408ld)l3)lA)  is 
amended  by  striking  out  the  third  and 
fourth  parenthetical  phrases. 

Id)  Effective  Dates.— 

ID  In  general.— Except  as  provided  in  this 
subsection,  the  amendments  made  by  this 
section  shall  apply  to  years  beginning  after 
December  31,  1988. 

12)  Subsection  ic).—The  amendments 
made  by  subsection  Ic)  shall  apply  to  years 
beginning  ajter  December  31,  1986. 

13)  Collective  bargaining  agreements.— 
In  the  case  of  a  plan  maintained  pursuant 
to  1  or  more  collective  bargaining  agree- 
ments between  employee  representatives  and 
1  or  more  employers  ratified  before  March  1, 
1986,  the  amendments  made  by  this  section 
shall  not  apply  to  distributions  to  individ- 
uals covered  by  such  agreements  in  plan 
years  beginning  before  the  earlier  of— 

(A)  the  later  of— 

li)  the  date  on  which  the  last  of  such  col- 
lective   bargaining    agreements    terminates 


Ideterfnined  without  regard  to  any  exten- 
sion thereof  after  February  28,  1986),  or 

Hi)  January  1,  1989,  or 

IB)  January  1,  1991. 

14)  Transition  rules.— 

lA)  The  amendments  made  by  subsections 
la)  and  lb)  shall  not  apply  with  respect  to 
any  benefits  with  respect  to  which  a  desig- 
nation is  in  effect  under  section  242lb)l2)  of 
the  Tax  Equity  and  Fiscal  Responsibility 
Act  of  1982. 

iB)ii)  Except  as  provided  in  clause  Hi), 
the  amendment  made  by  subsection  lb)  shall 
not  apply  in  the  case  of  any  individual  who 
has  attained  age  70%  before  January  1,  1988. 

Hi)  Clause  li)  shall  not  apply  to  any  indi- 
vidual who  is  a  S-percent  owner  las  defined 
in  section  416li)  of  the  Internal  Revenue 
Code  of  1986),  at  any  time  during— 

II)  the  plan  year  ending  with  or  within  the 
calendar  year  in  which  such  owner  attains 
age  66'/,,  and 

III)  any  subsequent  plan  year. 

SEC.  1122.  taxation  OF  DISTRIBITIONS 

la)  Limitations  on  Special  Averaging  Pro- 
visions. — 

ID  Averaging  provisions  limited  to  i 
LUMP  SUM  distribution  AFTER  AGE  59'/}.— Sub- 
paragraph IB)  of  section  402le)l4)  Irelating 
to  election  of  lump  sum  treatment)  is 
amended  to  read  a§  follows: 

"IB)  Averaging  to  apply  to  i  lump  sum 
distribution  after  age  s9'/j.  —Paragraph  ID 
shall  apply  to  a  lump  sum  distribution  with 
respect  to  an  employee  under  subparagraph 
I  A)  only  if— 

"li)  such  amount  is  received  on  or  after 
the  taxpayer  has  attained  age  59'/,.  and 

"Hi)  the  taxpayer  elects  for  the  taxable 
year  to  have  all  such  amounts  received 
during  such  taxable  year  so  treated. 
Not  more  than  1  election  may  be  made 
under  this  subparagraph  by  any  taxpayer 
with  respect  to  any  employee.  No  election 
may  be  mo-'f  under  this  subparagraph  by 
any  taxpayer  other  than  an  individual,  an 
estate,  or  a  trust  In  the  case  of  a  lump  sum 
distribution  made  with  respect  to  an  em- 
ployee to  2  or  more  trusts,  the  election  under 
this  subparagraph  shall  be  made  by  the  per- 
sonal representative  of  the  taxpayer. " 

12)  5-year  averaging  in  lieu  of  io-year 
AVERAGING.— Subparagraph  IC)  of  section 
402le)ll)  Irelating  to  initial  separate  tax)  is 
amended— 

I  A)  by  striking  out  "10  tiTnes"  and  insert- 
ing in  lieu  thereof  "5  times",  and 

IB)  by  striking  out  "one-tenth"  and  insert- 
ing in  lieu  thereof '"/,". 
lb)  Repeal  of  Capital  Gains  Treatment.— 
ID  In  GENERAL.— The  following  provisions 
are  hereby  repealed' 

lA)  Paragraph  12)  of  section  402(a)  (relat- 
ing to  capital  gains  treatment  for  portion  of 
lump  sum  distribution). 

IB)  Paragraph  12)  of  section  4031a)  Irelat- 
ing to  capital  gains  treatment  for  certain 
distributions). 
12)  Technical  amendments.— 
I  A)  Clause  liii)  of  section  402(a)(S)(D)  is 
amended  to  read  as  follows: 

"liii)  Denial  of  io-year  averaging  for  sub- 
sequent distributions.— If  an  election  under 
clause  H)  is  made  with  respect  to  any  par- 
tial distribution  paid  to  any  employee,  para- 
graphs ID  and  13)  of  subsection  le)  shall  not 
apply  to  any  distribution  Ipaid  after  such 
partial  distribution)  of  the  balance  to  the 
credit  of  such  employee  under  the  plan 
under  which  such  partial  distribution  was 
made  lor  under  any  other  plan  which,  under 
subsection  (e)(4)(C),  would  be  aggregated 
with  such  plan). " 
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IB)   Paragraph 
amended— 

li)  by  striking  out  subparagraph  IB)  and 
by  redesignating  subparagraphs  iCi.  ID), 
and  IE)  as  subparagraphs  IB),  IC),  and  ID), 
respectively,  and 

Hi)  by  striking  out  "The  initial  separate 
lax"  in  subparagraph  IB)  las  so  redesignat- 
ed) and  inserting  in  lieu  thereof  "The 
amount  of  tax  imposed  by  subparagraph 
IA)'\  and 

liii)  by  striking  out  "Initial  separate"  in 
the  heading  of  subparagraph  IB)  las  so  re- 
designated) and  inserting  in  lieu  thereof 
"Amount  of  tax". 

IC)  Paragraph  13)  of  section  402ie)  is 
amended  by  striking  out  "the  ordinary 
income  portion  "  and  inserting  in  lieu  there- 
of "total  taxable  amount". 

ID)  Paragraph  14)  of  section  402ie)  is 
amended  by  striking  out  subparagraph  IE). 

IE)  Subparagraph  IH)  of  section  402le)l4) 
is  amended  by  striking  out  "Ibut  not  for 
purposes  of  subsection  Ia)l2)  or  section 
403lall2)IA))". 

Ic)  Amendments  to  Section  72.— 

11)  Repeal  of  special  rule  for  employees' 
annuities.— Subsection  id)  of  section  72  Ire- 
lating  to  employee's  annuities  where  em- 
ployee's contributions  recoverable  in  3 
years)  is  hereby  repealed. 

12)  Amount   excluded    under    exclusion 

RATIO    limited    TO    EMPLOYEE'S    INVESTMENT   IN 

THE  contract.— Subsection  lb)  of  section  72 
Irelating  to  exclusion  ratio)  is  amended  to 
read  as  follows: 

"Ibl  Exclusion  Ratio.— 

"ID  In  aENERAL.—Gross  income  does  not 
include  that  part  of  any  amount  received  as 
an  annuity  under  an  annuity,  endowment, 
or  life  insurance  contract  which  bears  the 
same  ratio  to  such  amount  as  the  invest- 
ment in  the  contract  las  of  the  annuity 
starting  date)  bears  to  the  expected  return 
under  the  contract  las  of  such  date). 

"12)  Exclusion  limited  to  investment.— 
The  portion  of  any  amount  received  as  an 
annuity  which  is  excluded  from  gross 
income  under  paragraph  ID  shall  not  exceed 
the  unrecovered  investment  in  the  contract 
immediately  before  the  receipt  of  such 
amount 

"13)  Deduction  where  annuity  payments 

CEASE  before  entire  INVESTMENT  RECOV- 
ERED.— 

"lA)  In  GENERAL.— If— 

"li)  after  the  annuity  starting  date,  pay- 
ments as  an  annuity  under  the  contract 
cease  by  reason  of  the  death  of  an  annui- 
tant, and 

"Hi)  as  of  the  date  of  such  cessation,  there 
is  unrecovered  investment  in  the  contract, 
the  amount  of  such  unrecovered  investment 
Hn  excess  of  any  amount  specified  in  subsec- 
tion le)IS)  which  was  not  included  in  gross 
income)  shall  be  allowed  as  a  deduction  to 
the  annuitant  for  his  last  taxable  year. 

"IB)  Payments  to  other  persons.— In  the 
case  of  any  contract  which  provides  for  pay- 
ments meeting  the  requirements  of  subpara- 
graphs IB)  and  IC)  of  subsection  Ic)l2),  the 
deduction  under  subparagraph  lA)  shall  be 
allowed  to  the  person  entitled  to  such  pay- 
ments for  the  taxable  year  in  which  such 
payments  are  received. 

"IC)  Net  operating  loss  deductions  pro- 
vided.—For  purposes  of  section  172,  a  deduc- 
tion allowed  under  this  paragraph  shall  be 
treated  as  if  it  were  attributable  to  a  trade 
or  business  of  the  taxpayer. 

"14)  Unrecovered  investment.— For  pur- 
poses of  this  subsection,  the  unrecovered  in- 
vestment in  the  contract  as  of  any  date  is— 

"lA)  the  investment  in  the  contract  as  of 
the  annuity  starting  date,  reduced  by 


"IB)  the  aggregate  amount  received  under 
the  contract  on  or  after  such  annuity  start- 
ing date  and  before  the  date  as  of  which  the 
determination  is  t}eing  made,  to  the  extent 
such  amount  was  excludable  from  gross 
income  under  this  subtitle. " 

13)  Amounts  not  received  as  annuities  al- 
located ON  A  pro  rata  basis.— 

I  A)  In  general.— Subsection  lel  of  section 
72  is  amended  by  adding  at  the  end  thereof 
the  following  new  paragraphs: 

"18)    Extension   of  paragraph    (Bubi    to 

QUALIFIED  plans.— 

"lA)  In  general.— Notwithstanding  any 
other  provision  of  this  subsection  lother 
than  paragraph  17)1.  in  the  case  of  any 
amount  received  before  the  annuity  starting 
date  from  a  trust  or  contract  described  in 
paragraph  I5)ID).  paragraph  (2)IB)  shall 
apply  to  such  amounts. 

"IB)  Allocation  of  amount  received.— For 
purposes  of  paragraph  I2)IB),  the  amount 
allocated  to  the  investment  in  the  contract 
shall  be  the  portion  of  the  amount  described 
in  subparagraph  lA)  which  bears  the  same 
ratio  to  such  amount  as  the  investment  in 
the  contract  bears  to  the  account  balance. 
The  determination  under  the  preceding  sen- 
tence shall  be  made  as  of  the  time  of  the  dis- 
tribution or  at  such  other  time  as  the  Secre- 
tary may  prescribe. 

"ICI  Treatment  of  forfeitable  rights.— If 
an  employee  does  not  have  a  nonforfeitable 
right  to  any  amount  under  any  trust  or  con- 
tract to  which  subparagraph  lA)  applies, 
such  amount  shall  not  be  treated  as  part  of 
the  account  balance. 

"ID)  Investment  in  the  contract  before 
i9S7.—In  the  case  of  a  plan  which  on  May  5, 
1986.  permitted  withdrawal  of  any  employee 
contributions  before  separation  from  serv- 
ice, subparagraph  I  A)  shall  apply  only  to  the 
extent  that  amounts  received  before  the  an- 
nuity starting  date  iwhen  increased  by 
amounts  previously  received  under  the  con- 
tract after  December  31.  1986)  exceed  the  in- 
vestment in  the  contract  as  of  December  31, 
1986. 

"19)  Treatment  of  employee  contribu- 
tions AS  SEPARATE  CONTRACT.— Any  employee 
contributions  land  any  income  allocable 
thereto)  under  a  defined  contribution  plan 
shall  be  treated  as  a  separate  contract  for 
purposes  of  this  subsection. " 

IB)  Conforming  amendment.— Subpara- 
graph ID)  of  section  72le)lS)  is  amended  by 
striking  out  "paragraph  17)"  and  inserting 
in  lieu  thereof  "paragraphs  17)  and  I8l". 

Id)  Beneficiary  of  Qualified  Annuities 
Taxed  Only  When  Amounts  Actually  Re- 
ceived.— 

ID  Paragraph  ID  of  section  403ia)  Irelat- 
ing to  taxability  of  beneficiary  under  a 
qualified  annuity  plan)  is  amended  to  read 
as  follows: 

"ID  Distributee  taxable  under  section 
72.— If  an  annuity  contract  is  purchased  by 
an  employer  for  an  employee  under  a  plan 
which  meets  the  requirements  of  section 
404la)l2)  Iwhether  or  not  the  employer  de- 
ducts the  amounts  paid  for  the  contract 
under  such  section),  the  amount  actually 
distributed  to  any  distributee  under  the  con- 
tract shall  be  taxable  to  the  distributee  Hn 
the  year  in  which  so  distributed)  under  sec- 
tion 72  Irelating  to  annuities). " 

12)  The  second  sentence  of  section 
403lb)ll)  Irelating  to  taxability  of  benefici- 
ary under  annuity  purchased  by  section 
5011013)  organization  or  public  school)  is 
amended  to  read  as  follows:  "The  amount 
actually  distributed  to  any  distributee  under 
such  contract  shall  be  taxable  to  the  distrib- 
utee Hn  the  year  in  which  so  distributed) 
under  section  72  Irelating  to  annuities). " 


13)  The  last  sentence  of  section  4031c)  Ire- 
lating to  taxability  of  beneficiary  under 
nonqualified  annuities  or  under  annuities 
purchased  by  exempt  organizations)  is 
amended  to  read  as  follows:  "In  the  case  of 
any  portion  of  any  contract  which  is  attrilh 
utable  to  premiums  to  which  this  subsection 
applies,  the  amount  actiuiUy  paid  or  made 
available  under  such  contract  to  any  t>enefi- 
ciary  which  is  attributable  to  such  premi- 
ums shall  be  taxable  to  the  beneficiary  Hn 
the  year  in  which  so  paid  or  made  available) 
under  section  72  irelating  to  annuities). " 

Ie)  Special  Rules  For  Rollover  Distribu- 
tions.— 

ID  Partial  rollovers.— Clause  H)  of  sec- 
tion 402ia)i5)lD)  Irelating  to  requirements 
for  partial  distributions)  is  amended  to  read 
as  follows: 

"HI  Requirements,— Subparagraph  lA) 
shall  apply  to  a  partial  distribution  only  if 
the  employee  elects  to  have  subparagraph 
lA)  apply  to  such  distribution  and  such  dis- 
tribution would  be  a  lump  sum  distribution 
if  subsection  ie)i4ilAi  were  applied— 

"III  by  substituting  'SO  percent  of  the  bal- 
ance to  the  credit  of  an  employee'  for  'the 
balance  to  the  credit  of  an  employee', 

"III)  without  regard  to  clause  Hi)  thereof, 
the  second  sentence  thereof,  and  subpara- 
graph IB)  of  subsection  Ie)l4). 
Any  distribution  described  in  section 
401ia)<28i(B)iii)  shall  be  treated  as  meeting 
the  requirements  of  this  clause.  " 
12)   Extension  of  rollover   period  for 

FROZEN  deposits.  — 

lAI  In  GENERAL.— Section  402ia)i6)  irelat- 
ing to  special  rollover  rules)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraph: 

"iHi  Special  rule  for  frozen  depostts.- 

"HI  In  general.— The  60-day  period  de- 
scribed in  paragraph  iSHC)  shall  not— 

"III  include  any  period  during  which  the 
amount  transferred  to  the  employee  is  a 
frozen  deposit  or 

"III)  end  earlier  than  10  days  after  such 
amount  ceases  to  be  a  frozen  deposit 

"Hi)  Frozen  DEPOsrr.—For  purposes  of  this 
subparagraph,  the  term  'frozen  deposit' 
means  any  deposit  which  may  not  be  with- 
drawn because  of— 

"III  the  bankruptcy  or  insolr>ency  of  any 
financial  institution,  or 

"III)  any  requirement  imposed  by  the 
State  in  which  such  institution  is  located  by 
reason  of  the  bankruptcy  or  insolvency  lor 
threat  thereof)  of  1  or  more  financial  insti- 
tutions in  such  State. " 

IB)  Individual  retirement  plans —Section 
408ld)l3)  Irelating  to  rollover  contribution) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  subparagraph: 

"IF)  Frozen  oEPOsrrs.-For  purposes  of 
this  paragraph,  rules  similar  to  the  rules  of 
section  402ia)i6ilH)  Irelating  to  frozen  de- 
posits) shall  apply. " 

ig)  Net  Unreauzed  Appreciation.— Section 
402ie)i4)lJ)  Irelating  to  unrealized  apprecia- 
tion of  employer  securities)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "To  the  extent  provided  by  the  Sec- 
retary, a  taxpayer  may  elect  before  any  dis- 
tribution not  to  have  this  paragraph  apply 
with  respect  to  such  distribution. " 

ih)  Effective  Dates.— 

ID  In  general.— Except  as  otherwise  pro- 
vided in  this  subsection,  the  amendments 
made  by  this  section  shaU  apply  to  amounts 
distributed  after  December  31.  1986,  in  tax- 
able years  ending  after  such  date. 

12)  Subsection  Ic).— 

lA)  Subsection  ic)il).—The  amendment 
made  by  subsection  lOll)  shall  apply  to  in- 
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X^"S  Dfse  """"""  "°'""'  ""'^   "     f  P°™f  "P'^  '^'  °r  section  402>eHl,  of  the     exceed  the  amount  allowable  as  a  deduction 
B>   JuBSEc^rL    ic„2>     The    amer,rim.r„     ^7'^',^''^^',^^^^^  Co^c  Of  1986  (as  amended     under    section    213    to    the    employee   for 

s£H#^S^^H  g|:=^§HB  =HrH=iS^S 

(C)   SpVr,AVi,,,r^^    .««„v^    „^  /lereo/.  for  purposes  o/  //ic  precedms  spn-     for  such  taxable  year). 
^l.,L  •!>''«^CMi.    RVLE   FOR   AMOUNTS   NOT  RE-     tence.  scctiou  402iel(  1 )  of  such  Codc  Shall  be         "(C)  Certain  P,AK<: 

CEivED  AS  ANNvrriES.~tn  the  case  of  any  plan  applied  by  using  the  rate  of  tax  inerfert          '^^^rtain  plans.- 

not  described  in  section  72te>l8>iD,  of  the  under  sectiZ!oftheIner^l  Revenue  ;  l^^..^^''^'^i--Except  as  provided  in 
internal  Revenue  Code  of  1986  fas  added  by  Code  of  9T4  for  taxable  ye^rf  ^  'r  ''  '^y.^ny  d^str^bution  made  before 
subsection  lOlSiK  the  amendments  made  by  during  1986  Oeginmng  January  1.  1990.  to  an  employee  from  an  em- 
subsection  (c><3>  shall  apply  to  amounts  re-  I6)  Existing  capital  gain  provision'.  For  f  "'"'^/iff^' °'^'?^"f''''  "'""  defined  in  sec- 
ceived  after  July}.  1986.  PuwosTsofvaraaran^^^^^^                                    ''""  ^^^^'«"T  ^°  ''"'  extent  that,  on  aver- 

<i,  SPECIAL  RVLE  EOR  iNoivwvALs  WHO  AT-  ex^Hng  capUafZTnTprov^^^^^^^                        T  °  ""Tw'^  °^  °f '''*  '"  '"''  ^'""  ""''' 

TAINED  AGE  SO  BEFORE  JANUARY  ,.  ,986-  provisionsofoaragra^h^i^                                    been  invested  ,n  employer  securities  (as  de- 

fAJ  IN  GENERAL-In  the  casc  of  a  lump  sum  XheZe^alZZnue  Code  of  1954  (as  in     ^"""w"'  ''^i'°"  ^""^"  ^°'  ^^'  ^-plan-year 

^i^^tnbution   to   Which   th^s  paragraph   ap-  .^.'i^';Si.^Xr.A?l^fo;S  e^ "     S'Slri'S '''"" ''^'^^ '""'''"'' '''^ 

(ii  the  existing  caprtal  gains  provisions  TiZ'4%(a%''fuchTode7a7:oT  J/fecU  ""     .  "'"'  ^^"^""  oistributeo  must  be  invest- 

shall  continue  to  apply,  and  n,     svLeAion     (rif    -kf   n^ilnLr,,.     ""^  "^  employer  securities  for   5    years.- 

(W  the  rcgmrement  of  subparagraph  (B>  m  bysu^ection1dr2^ll  aZtvtnZr      P""*''  '"  "''""  ""'  ""P^^  '°  ""''  '^'^'"''"- 

of  section  402(e>, 4 >  of  the  Internal  Revenue  ablT years    beg  nnina    a^^^^^^                             1'°"  "'""^'^  "  '^t'^butable  to  assets  which 

Code  of  1986  (as  amendtd  by  subsection  (aiJ  iggs               O''^'""^"^    <^ier   December   31.     have  not  been  invested  in  employer  securi- 

^ni:::^a;:TSn^:;;ir"  '^'""'-  mZ'rZ   --^•--^^--'^-"'^     t^^^^  times  during  the  penod  referred  to 

(Bi  compilation  OF  TA..%\ubparagraph  ZZn't    tTnZ'eTd  t'o'^n  eSpZ^eTfo^:       J'^'  ^'^^-'^^  ^  -™^  —  — 

(A/  applies  to  any  lump  sum  distribution  of  on   or  after  the  dale  nfthn/JnZ^f^i  \.f,lt     ^^^     ^°      Qualified      domestic      relations 

any  taxpayer  for  any  taxable  year,  the  tax  Ac\    exS  fhaf^n  tecaTeofan^^^^            OROERs.-Any  distribution   to  an   alternate 

imposed  by  section  1  of  the  Internal  Reve-  transfe"ed  on  or  before  such  rinte    T.^n      ^"^'^  Pursuant  to  a  qualified  domestic  rela- 

nue  Code  of  1986  on  such  taxpayer  for  such  day      period      referred      to     In      section     "°"'  °"'''  ''^''"^'"  "'''  '"^""""^  °^  ^'''^"°" 

taxable  year  shall  be  equal  to  the  sum  of-  402(al(5l?rinf  lher^f^rr,nil.,  1        Ai      ,     414(p)(l)>. 

Ill  the  tax  imposed  by  such  section  1  on  1986     haU   not  e^^^^^^^                                               -(3)  Limitations.- 

Uie  taxable  income  of  the  taxpayer  (reduced  X  Ih^LTofTheTnacTent  'of  this  let'        "'"^  ^™  — '«-  --  -  --v  - 

by  the  portion  of  such  lumpsum  distribu-  sec  1121.  rsiFoiiu  .nnrrm^T.rLJ  J:..^^^^^^        individual      retirement      plans. -Subpara- 

tion  to  which  clause  (W  apphesJ.  plus  '^'^  "^       TRZw^rFmrn^                                ^'"P^'  '^>'^"'  '^''  '""'  'C>  of  paragraph  n, 

(IV  20  percent  of  the  portion  of  such  lump  ™"tplas\          <"^""^''  '"''^'"^     shall  not  apply  to  distributions  from  an  in- 

surn  distribution  to  which  the  existing  cap-  ,a,  in  General -tertinr,    7?  ir,>iniir,n  tr.     di^'idual  retirement  plan. 

letoToyth'ZZ^rapr''''''-  '°  ''''''  '^  -n«^'-    eX^n    'p'rocZs  Z  TndowLnt     ,  "'^^  ^—  — ..^  —  «— « 

7ni  1  ?LI^l,  paragraph.  ^  ^^    insurance  contracts^  is  amended  bv     '^"'^'^  "'^^'^  ^^^'"^  -•"■««  SEPARATION.-Para- 

o^phaZZ    ^^IZ'Zir.T'ir'r  redesignating  subsection    (t    as  7Zection     ^-'"'   !'''^"''''    '^-"    "ot    apply    to    any 

Tany  lumpsumlstnbutwni^  ""  ""''  '"'  '"^"^''"^  "^''^  subsection  (si  the     '^rZ',^/'' {'T  "  '""''  t''""'"  '"  ^""- 

(i/^urhilLJ^J.l^T.,^,                       w  following  new  subsection:                                     '»°"  ^0^"^'  'i''"'"''  "'  exempt  from  tax  under 

ft«  L  ,„w  w^  sum  d2s<n6u<,on  is  received  ■./(,  jq-percent  Additional  Tax  on  Early     *^'^'*°"  ^"^"^  °r  from  a  contract  described 

tfore  TanZ^flfsl  and  """"'"  "''  '"  ^-rRiBurioNS  fITqTaZeI^'rstJmenI     Z  "'""T'  l^^'^'^'I'/^^'r^^^^  ^^^  —  of 

,ii>  tiTtZZyei'ma,Tan  election  under  ^^.'^tT^.n                                                              rZTfZ  Jj^/.  "''"  ''"  '"'''°'"'  ''"" 

thU  paragraph.  <1' Imposition  of  additional  tax.-U  any     rates  jrom  service. 

Not   more   than   1   election    may   be   made  i'^jx^^^r  receives  any  amount  from  a  guali-          'J'  ^"^'"'^  in  substantially  equal  pay- 

under  this  paragraph  with  respect  to  an  em-  {g^./ff/T'T'  "'""  '"',  '^'■^'"5"  '".  *'^"°"        ^(Aj7n  genera.      If 

ployee.  An  election  under  this  subparagraph  i^^^'""'  j^^  taxpayer's  tax  under  this  chap-          '^    '"  ^^^'^'^J^-y- 

shall  be  treated  as  an  election  under  section  '^''  •^°''    ""^    taxable    year   in    which    such     ,    y  Paragraph  (1)  does  not  apply  to  a  dis- 

402(e)(4l(Bl  of  such   Code  with   respect  to  ""'"""^  "  received  shall  be  increased  by  an     tnbution  by  reason  of  paragraph  (2l(Al(ivl. 

any  other  lump  sum  distribution  amount  equal  to  10  percent  of  the  portion  of    "'"' 

(4J    5-year    phase-out    of    capital    rAiNi  ^"'^^  amount  which  is  includible  in  gross        "'"'  the  series  of  payments  under  such 

treatment.-  income.                                                                   paragraph  are  subsequently  modified  (other 

(A)  Notwithstanding  the  amendment  made  '^'  ^"««*'C"OAr  not  to  apply  to  certain     than  by  reason  of  death  or  disability l- 

by  subsection  (b),  if  the  taxpayer  elects  the  '^'^''''^'^"^'O'^^-Except  as  provided  in  para-        '  't>  l>efore  the  close  of  the  5year  period  be- 

application  of  this  paragraph  with  respect  ^^aphs  (31  and  (4).  paragraph  (li  shall  not     Sinning  with  the  date  of  the  first  payment 

to  any  distribution  after  December  31   1986  ""'''-''  '°  '^'^^  °f  the  following  distributions:     and  after  the  employee  attains  age  59'/^.  or 

and  before  January  1.   1992,  the  phase-out  '^'     ^^    '^^'^^'^''■— Distributions     which        "'II>  before  the  employee  attains  age  59'/,, 

percentage  of  the  amount  which  would  have  '^^e—                                                                        the  taxpayer's  tax  for  the  1st  taxable  year  in 

been  treated,  without  regard  to  this  subpara-  '^'  "**"'^  °"  °''  after  the  date  on  which  the     which  such  modification  occurs  shall  be  in- 

graph,  as  long-term  capital  gain  under  the  ^^^1°^^^  attains  age  59'4.                                      creased  by  an   amount,   determined   under 

existing  capital  gains  provisions  shall  be  '"''  """'^  to  a  beneficiary  (or  to  the  estate     regulations,  equal  to  the  tax  which  (but  for 

treated  as  long-term  capital  gain.  °^  "**"  employee)  on  or  after  the  death  of  the     paragraph  (2)(AJ(ivli  would  have  been  im- 

(B)  For  purposes  of  this  paragraph—  employee.                                                                posed,  plus  interest  for  the  deferral  period. 
In  the  case  of  distn-                   The  nhfuie  n„t  ^."'^l]' fttnbutable  to  the  employee's  being        "(B)   Deferral   period. -For  purposes   of 
butions  during  calen-                 vercentalef.  (disabled  within  the  meaning  of  subsection     this  paragraph,    the  term    'deferral  period' 

dar  year:                                  i»:r^*:niage  is.  (m>(7>,                                                                     means  the  period  beginning  with  the  taxable 

1S87                                                           inn  "'^^' Part  of  a  series  of  substantially  equal     year  in  which  (without  regard  to  paragraph 

1988'^^ZZ^i^i oc  periodic  payments  (not  less  frequently  than     (2)(AI(iv)>  the  distribution  would  have  been 

19S9 !™™" 75  annually!  made  for  the  life  (or  life  expectan-     includible  in  gross  income  and  ending  with 

1990 ..../.'."""...."... 50  '^.^!  °^  "**  employee  or  the  joint  lives  (or     the  taxable  year  in  which  the  modification 

J9S1     A  joint  life  expectancies)  of  such  employee  and     described  in  subparagraph  (A)  occurs. 

(C)  yvo  mnrp  /ii««  7  ^./I'^'m!^' k  1'  ''"  t>eneficiary.  or  -(S)  EuPLOYEE.-For  purposes  of  this  sub- 
urb t^J^^m^?J  ,i /*.'"?, ''^  "'''''^  "'^'^  ^'^'^'^  to  an  employee  after  separation  section,  the  term  'employee'  includes  any 
l^e  An  ekc7^n  unL"'f^f'  '°  '"'  "".  ^'"'T  ''r''  °"  "^'^°""'  °^  ""'^^  retirement  participant,  and  in  the  case  of  an  indiv^- 
OiMbetLt^I^anJ^^^rL^^  H  ^''^'^^^  ^""^^^  ^»\^  P^'^^' after  attainment  of  age  55.  Or  ual  retirement  plan,  the  individual  for 
402ieM4UW^7t^e  ?n J™«/ R,Zl     n'J'°^  ""'  <''»'»''^'"^  ^'^''^  ^^th  respect  to  stock     whose  benefit  such  plan  was  establUhed. " 

mi^^Jet^^oTuT^'t^'lZ"^  ton  ro^r"""  ""''"  °"  '"'^"''^'  '"  '''■        ""  '^^J'^-""^-  C^-O"  ^  "^^  ON  P^MA. 

tnbution                 "  <^ny  vuier  lump  sum  ats-  tton404/k).                                                             ture    Distributions    From    Annuity    Con- 

(5)  Election  of  IB  YFAt,  AVTBAn.^r^     a„  ^  .    "}^^"^*^ ,   EXPENSES.-Distributions     tracts;  Exception  for  Quaufied  Fundino 

diirfdu«f^fco  h„l  „»     ^    °    "cTIV""  "*'*^^  '°  '"«  ^ployee  (Other  than  dUtribu-     Assets.- 
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(A)  by  striking  out  "5  percent"  in  para- 
graph (1)  thereof  and  inserting  in  lieu  there- 
of "10  percent",  and 

(B)  by  striking  out  "S-Percent"  in  the 
heading  thereof  and  inserting  in  lieu  thereof 
"10-Percent". 

(2)  Periodic  payments.— Subparagraph  (D) 
of  section  72(q)<2)  is  amended  to  read  as  fol- 
lows: 

"ID)  which  is  a  part  of  a  series  of  substan- 
tially equal  periodic  payments  (not  less  fre- 
quently than  annually!  made  for  the  life  (or 
life  expectancy)  of  the  taxpayer  or  the  joint 
lives  (or  joint  life  expectancies)  of  such  tax- 
payer and  his  beneficiary. " 

(3)  ADomoNAL  TAX.— Section  72(q)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(3)  Change  in  substantially  equal  pay- 
ments.—If— 

"(A)  paragraph  (1)  does  not  apply  to  a  dis- 
tribution by  reason  of  paragraph  (2)(D),  and 

"(B)  the  series  of  payments  under  such 
paragraph  are  subsequently  modified  (other 
than  by  reason  of  death  or  disability  I— 

"(i)  before  the  close  of  the  5-year  period  be- 
ginning on  the  date  of  the  first  payment  and 
after  the  employee  attains  age  59'/j,  or 

"(ii)  before  the  employee  attains  age  SS'/,, 
the  taxpayer's  tax  for  the  1st  taxable  year  in 
which  such  modification  occurs  shall  be  in- 
creased by  an  amount,  determined  under 
regulations,  equal  to  the  tax  which  (but  for 
paragraph  (2)(D))  would  have  been  imposed, 
plus  interest  for  the  deferral  period  (within 
the  meaning  of  subsection  (t)(4)(B)).  " 

(3)  Paragraph  (2)  of  section  72(q)  is 
amended  by  striking  out  "This  subsection" 
and  inserting  in  lieu  thereof  "Paragraph 
(II". 

(4)  Section  72(q)(2).  as  amended  by  this 
Act  is  amended  by  striking  out  "or"  at  the 
end  of  subparagraph  (G),  by  striking  out  the 
period  at  the  end  of  subparagraph  (H),  and 
by  adding  at  the  end  thereof  the  following 
new  subparagraphs: 

"(II  under  an  immediate  annuity  contract 
(within  the  meaning  of  section  72(ul(4l),  or 

"(J)  which  is  purchased  by  an  employer 
upon  the  termination  of  a  plan  described  in 
section  401  (a)  or  403(a)  and  which  is  held  by 
the  employer  until  such  time  as  the  employ- 
ee separates  from  service. " 

(c)  Amendments  to  Section  403(b).— 

(1)  In  general.— Subsection  (b)  of  section 
403  (relating  to  taxability  of  beneficiary 
under  annuity  purchased  by  section 
501(c)(3)  organization  or  public  school)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(11)  Requirement  that  distributions  not 
begin  before  age  59'4,  separation  from  serv- 
ICE,   DEATH,    OR    DISABILITY.-ThiS    SUbSCCtiOn 

shall  not  apply  to  any  annuity  contract 
unless  under  such  contract  distributions  at- 
tributable to  contributions  made  pursuant 
to  a  salary  reduction  agreement  (within  the 
meaning  of  section  402(g)(3)(C))  may  be 
paid  only— 

"(A)  when  the  employee  attains  age  S9'/„ 
separates  from  service,  dies,  or  becomes  dis- 
abled (unthin  the  meaning  of  section 
72(m)(7)),  or 

"(B)  iri  the  case  of  hardship. 
Such  contract  may  not  provide  for  the  dis- 
tribution of  any  income  attributable  to  such 
contributions  in  the  case  of  hardship." 

(2)  CUSTODIAL  ACCOUNTS.— Clause  (ii)  of 
section  403(b)(7)  (relating  to  amounts  treat- 
ed as  contributions)  is  amended  by  inserting 
"in  the  case  of  contributions  made  pursuant 
to  a  salary  reduction  agreement  (within  the 
meaning  of  section  3121(a)(1)(D)),"  before 
"encounters". 


(d)  Technical  Amendments.— 

(1)  Subparagraph  (A)  of  section  72(m)(5) 
is  amended  to  read  as  follows: 

"(A)  This  paragraph  applies  to  amounts 
which  are  received  from  a  qualified  trust  de- 
scribed in  section  401(a)  or  under  a  plan  de- 
scribed in  section  403(a)  at  any  time  by  an 
individual  who  is,  or  has  been,  a  5-percent 
owner,  or  by  a  successor  of  such  an  individ- 
ual, but  only  to  the  extent  such  amounts  are 
determined,  under  regulations  prescribed  by 
the  Secretary,  to  exceed  the  benefits  provided 
for  such  individual  under  the  plan  formu- 
la." 

(2)  Subsection  (f)  of  section  408  is  hereby 
repealed. 

(e)  Effective  Date.— 

(1)  In  general.— Except  as  otherwise  pro- 
vided in  this  subsection,  the  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

(2)  Subsection  (c).—The  amendments 
made  by  subsection  (c)  shall  apply  to  tax- 
able years  beginning  after  December  31, 
1988. 

(3)  Exception  where  distribution  com- 
mences.—The  amendments  made  by  this  sec- 
tion shall  not  apply  to  distributions  to  any 
employee  from  a  plan  maintained  by  any 
employer  if— 

(A)  as  of  March  1.  1986,  the  employee  sepa- 
rated from  service  with  the  employer. 

(B)  as  of  March  1.  1986,  the  accrued  bene- 
fit of  the  employee  was  in  pay  status  pursu- 
ant to  a  written  election  providing  a  specif- 
ic schedule  for  the  distribution  of  the  entire 
accrued  benefit  of  the  employee,  and 

(C)  such  distribution  is  made  pursuant  to 
such  written  election. 

(41  Transition  RVLE.—The  amendments 
made  by  this  section  shall  not  apply  with  re- 
spect to  any  benefits  with  respect  to  which  a 
designation  is  in  effect  under  section 
242(b)(2)  of  the  Tax  Equity  and  fiscal  Re- 
sponsibility Act  of  1982. 

SEC.  1124.  iLECTinS  TO  TREAT  CERTAIS  LIMP  SIM 
DISTRIBITIOSS  RECEIVED  DVRISG  IfST 
AS  RECEIVED  DlRI\0  l9He. 

(a)  In  General.— If  an  employee  separates 
from  service  during  1986  and  receives  a 
lump  sum  distribution  (within  the  meaning 
of  section  402(e)(4)(A)  of  such  Code)  after 
December  31,  1986,  and  before  March  16, 
1987,  on  account  of  such  separation  from 
service,  then,  for  purposes  of  the  Internal 
Revenue  Code  of  1986.  such  employee  may 
elect  to  treat  such  lump  sum  distribution  as 
if  it  were  received  when  such  employee  sepa- 
rated from  service. 

(b)  Special  Rule  for  Terminated  Plan.— In 
the  case  of  an  employee  who  receives  a  dis- 
tribution from  a  terminated  plan  which  was 
maintained  by  a  corporation  organized 
under  the  laws  of  the  State  of  Nevada,  the 
principal  place  of  business  of  which  is 
Denver:  Colorado,  and  which  filed  for  relief 
from  creditors  under  the  United  States 
Bankruptcy  Code  on  August  28,  1986,  the 
employee  may  treat  a  lump  sum  distribution 
received  from  such  plan  before  June  30, 
1987,  as  if  it  were  received  in  1986. 

PART IV—MISCELLASEOIS  PROVISIONS 

SEC.    IIJI.   ADJi'STMESTS  TO  SECTIOS  404  LHUIT.A- 
TIOKS. 

(a)  Elimination  of  Limit  Carryforward  of 
Section  404(a)(3)(A).— Subparagraph  (A)  of 
section  404(a)(3)  (relating  to  limits  on  de- 
ductible contributions  to  stock  bonus  and 
profit-sharing  trusts)  is  amended  to  read  as 
follows: 

"(A)  Limits  on  deductible  contribu- 
tions.— 

"(i)  In  GENERAL.— In  the  taxable  year  when 
paid,  if  the  contributions  are  paid  into  a 


stock  bonus  or  profit-sharing  trust,  and  if 
such  taxable  year  ends  within  or  vrith  a  tax- 
able year  of  the  trust  with  respect  to  which 
the  trust  is  exempt  under  section  501(a),  in 
an  amount  not  in  excess  of  IS  percent  of  the 
compensation  otherwise  paid  or  accrued 
during  the  taxable  year  to  the  t>eneficianes 
under  the  stock  bonus  or  profit-sharing 
plan. 

"(ii)  Carryover  of  excess  contribu- 
tions.—Any  amount  paid  into  the  trust  in 
any  taxable  year  in  excess  of  the  limitation 
of  clause  (i)  (or  the  corresponding  provision 
of  prior  law)  shall  be  deductible  in  the  suc- 
ceeding taxable  years  in  order  of  time,  but 
the  amount  so  deductible  under  this  clause  . 
in  any  1  such  succeeding  taxable  year  to- 
gether with  the  amount  allowable  under 
clause  (i)  shall  not  exceed  15  percent  of  the 
compensation  otherwise  paid  or  accrued 
during  such  taxable  year  to  the  beneficiaries 
under  the  plan. 

"(Hi)  Certain  retirement  plans  ex- 
cluded.—For  purposes  of  this  subparagraph, 
the  term  'stock  bonus  or  profit-sharing  trust' 
shall  not  include  any  trust  designed  to  pro- 
vide benefits  upon  retirement  and  covering 
a  period  of  years,  if  under  the  plan  the 
amounts  to  be  contributed  by  the  employer 
can  be  determined  actuarially  as  provided 
in  paragraph  (1). 

"(ivi  2  OR  more  trusts  treated  as  I 
trust.— If  the  contributions  are  made  to  2  or 
more  stock  bonus  or  profit-sharing  trusts, 
such  tmsts  shall  be  considered  a  single  trust 
for  purposes  of  applying  the  limitations  in 
this  subparagraph. 

"(V)  PRE-87  LIMTTATION  CARRYFORWARDS.— 

"(I)  In  GENERAL.— The  limitation  of  clause 
(i)  for  any  taxable  year  shall  be  increased  by 
the  unused  pre-87  limitation  carryforwards 
(but  not  to  an  amount  in  excess  of  25  per- 
cent of  the  compensation  described  in  clause 
(iJ). 

"(II)  Unused  pre-s?  limttation  carryfor- 
wards.—For  purposes  of  subclause  ill,  the 
term  'unused  pre-87  limitation  carryfor- 
wards' means  the  amount  by  which  the  limi- 
tation of  the  first  sentence  of  this  subpara- 
graph (as  in  effect  on  the  day  before  the  date 
of  the  enactment  of  the  Tax  Reform  Act  of 
1986!  for  any  taxable  year  beginning  before 
January  1,  1987,  exceeded  the  amount  paid 
to  the  trust  for  such  taxable  year  (to  the 
extent  such  excess  was  not  taicen  into  ac- 
count in  prior  taxable  years). " 

(bi  Combined  Limit  To  Apply  to  Combina- 
tions OF  Defined  Contribution  Plans  and 
Defined  Benefit  Plans.— Paragraph  (7)  of 
section  404(a)  is  amended  to  read  as  follows: 
"(7)  Limitation  on  deductions  where  com- 
bination OF  defined  contribution  plan  and 

DEFINED  BENEFIT  PLAN.— 

"(A)  In  general.— If  amounts  are  deducti- 
ble under  the  foregoing  provisions  of  this 
subsection  (other  than  paragraph  (5))  in 
connection  with  1  or  more  defined  contribu- 
tion plans  and  1  or  more  defined  benefit 
plans,  the  total  amount  deductible  in  a  tax- 
able year  under  such  plans  shall  not  exceed 
the  greater  of— 

"(i)  25  percent  of  the  compensation  other- 
wise paid  or  accrued  during  the  taxable  year 
to  the  beneficiaries  under  such  plans,  or 

"(ii)  the  amount  of  contributions  made  to 
or  under  the  defined  benefit  plaTis  to  the 
extent  such  contributions  do  not  exceed  the 
amount  of  employer  contributions  necessary 
to  satisfy  the  minimum  funding  standard 
provided  by  section  412  with  respect  to  any 
such  defined  benefit  plans  for  the  plan  year 
which  ends  tenth  or  within  such  taxable  year 
(or  for  any  prior  plan  year). 
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A  defined  contribution  plan  which  is  a  pen 
sion  plan  shall  not  be  treated  as  failing  to 
provide  definitely  determinable  benefits 
merely  by  limiting  employer  contributions 
to  amounts  deductible  under  this  section. 
"(Bl     Carryover     of    contributions    in 

EXCESS       OF      THE      DEDUCTIBLE       LIMIT.— Any 

amount  paid  under  the  plans  in  any  taxable 
year  in  excess  of  the  limitation  of  subpara- 
graph (A)  shall  be  deductible  in  the  succeed- 
ing taxable  years  in  order  of  time,  but  the 
amount  so  deductible  under  this  subpara- 
graph in  any  1  such  succeeding  taxable  year 
together  with  the  amount  allowable  under 
subparagraph  (A)  shall  not  exceed  25  per- 
cent of  the  compensation  otherwise  paid  or 
accrued  during  such  taxable  year  to  the 
beneficiaries  under  the  plans. 

"ICI  Paragraph  not  to  apply  in  certain 
CASES.— This  paragraph  shall  not  have  the 
effect  of  reducing  the  amount  otherwise  de- 
ductible under  paragraphs  <U.  (2i.  and  (3). 
if  no  employee  is  a  beneficiary  under  more 
than  I  trust  or  under  a  trust  and  an  annuity 
plan. 

"(D)  Section  nziii  plans.— For  purposes  of 
this  paragraph,  any  plan  described  in  sec- 
tion 412H/  shall  be  treated  as  a  defined  bene- 
fit plan. " 

(cJ  Excise  Tax  on  Nondeductible  Contri- 
butions TO  Qualified  Employer  Plans. - 

tl)  In  general.— Chapter  43  f relating  to 
qualified  pension,  etc.,  plans)  is  amended  by 
inserting  after  section  4971  the  following 
new  section: 

"SEC  4S72.  TAX  U.\  SOSDEmiTIBLE  lOSTRIBl- 
TIOSS  TO  (41 A  LI Fl ED  EMPLOYER 
PLA.Mi 

"la)  Tax  Imposed.— In  the  case  of  any 
qualified  employer  plan,  there  is  hereby  im- 
posed a  tax  equal  to  10  percent  of  the  nonde- 
ductible contributions  under  the  plan  (deter- 
mined as  of  the  close  of  the  taxable  year  of 
the  employer). 

"lb)  Employer  Liable  for  Tax.— The  tax 
imposed  by  this  section  shall  be  paid  by  the 
employer  making  the  contributions. 

"lO  Nondeductible  Contributions.— For 
purposes  of  this  section,  the  term  'nonde- 
ductible contributions'  means,  with  respect 
to  any  qualified  employer  plan,  the  sum  of— 

"ID  the  excess  i if  any)  of— 

"lA)  the  amount  contributed  for  the  tax- 
able year  by  the  employer  to  or  under  such 
plan,  over 

"IB)  the  amount  allowable  as  a  deduction 
under  section  404  for  such  contributions. 
and 

"12)  the  amount  determined  under  this 
subsection  for  the  preceding  taxable  year  re- 
duced by  the  sum  of— 

"lA)  the  portion  of  the  amount  so  deter- 
mined returned  to  the  employer  during  the 
taxable  year,  and 

"IB)  the  portion  of  the  amount  so  deter- 
mined deductible  under  section  404  for  the 
taxable  year. 

"Id)  DEFiNmoNS.—For  purposes  of  this  sec- 
tion— 

"ID  QuAUFiED  EMPLOYER  PLAN.— The  term 
'qualified  employer  plan '  means— 

"lA)  any  plan  meeting  the  requirements  of 
section  401 1 aJ  which  includes  a  trust  exempt 
from  the  tax  under  section  501  la), 

"IB)  an  annuity  plan  described  in  section 
4031a).  and 

"lO  any  simplified  employee  pension 
(within  the  meaning  of  section  408  ik)). 

"(2)  Employer.— In  the  case  of  a  plan 
which  provides  contributions  or  benefits  for 
employees  some  or  all  of  whom  are  self-em- 
ployed individuals  iDithin  the  meaning  of 
section  401(c)(lJ,  the  term  'employer'  mea'ns 
the  person  treated  as  the  employer  under 
section  401(c)(4)." 
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(2)  Clerical  amendment.— The  table  of  sec- 
tions for  chapter  43  is  amended  by  inserting 
after  the  item  relating  to  section  4971  the 
following  item: 

"Sec.  4972.  Tax  on  nondeductible  contribu- 
tions to  qualified  employer 
plans. " 

Id)  Effective  DAtE.-The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31.  1986. 

SEC.  II3Z  EXCISE  TAX  0.\  RAIiK.S/ftV  OF QCALIFIEO 
PLAS  ASSETS  TO  EMPLOYER. 

la)  General  Rule.— Chapter  43  (relating  to 
qualified  pension,  etc.,  plans)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
section: 

"SEC.  4BM.  tax  0.\  KEtERSIOS  OF  QlALIFIEl)  PLA.\ 
ASSETS  TO  EMPLOYER. 

"la)  Imposition  of  Tax.— There  is  hereby 
imposed  a  tax  of  10  percent  of  the  amount  of 
any  employer  reversion  from  a  qualified 
plan. 

"lb)  Liability  for  Tax.— The  tax  imposed 
by  subsection  la)  shall  be  paid  by  the  em- 
ployer maintaining  the  plan. 

"lO  Definitions  and  Special  Rules.— For 
purposes  of  this  section— 

"ID  Qualified  plan.— The  term  qualified 
plan'  means  any  plan  meeting  the  require- 
ments of  section  401  (a  >  or  403(a).  other 
than— 

"(A)  a  plan  maintained  by  an  employer  if 
such  employer  has,  at  all  times,  been  exempt 
from  tax  under  this  subtitle,  or 

"(B)    a    governmental    plan    (within    the 
meaning  of  section  414(d)). 
Such  term  shall  include  any  plan  which,  at 
any  time,  has  been  determined  by  the  Secre- 
tary to  be  a  qualified  plan. 
"(2)  Employer  reversion.— 
""lA)  In  general.— The  term  "employer  re- 
version ■  means  the  amount  of  cash  and  the 
fair  market  value  of  other  property  received 
idirectly  or  indirectly)  by  an  employer  from 
the  qualified  plan. 

"'IB)  Exceptions.— The  term  'employer  re- 
version' shall  not  include— 

"li)  except  as  provided  in  regulations,  any 
amount  distributed  to  or  on  behalf  of  any 
employee  lo,  his  beneficiaries)  if  such 
amount  could  have  been  so  distributed 
before  termination  of  such  plan  without  vio- 
lating any  provision  of  section  401,  or 

"Hi)  any  distribution  to  the  employer 
which  is  allowable  under  section  401ia)l2)— 
""ID  in  the  case  of  a  multiemployer  plan, 
by  reason  of  mistakes  of  law  or  fact  or  the 
return  of  any  withdrawal  liability  payment, 
""III)  in  the  case  of  a  plan  other  than  a 
multiemployer  plan,  by  reason  of  mistake  of 
fact,  or 

"HID  in  the  case  of  any  plan,  by  reason  of 
the  failure  of  the  plan  to  initially  qualify  or 
the  failure  of  contributions  to  be  deductible. 
"13)  Exception  for  employee  stock  own- 
ership plans.— 

"lA)  In  aENERAL.—If,  upon  an  employer  re- 
version from  a  qualified  plan,  any  applica- 
ble amount  is  transferred  from  such  plan  to 
an  employee  stock  ownership  plan  described 
in  section  4975ie)(7),  such  amount  shall  not 
be  treated  as  an  employer  reversion  for  pur- 
poses of  this  section  (or  includible  in  the 
gross  income  of  the  employer)  if- 

"li)  the  requirements  of  subparagrapfis 
IB),  IC).  and  ID)  are  met.  and 

"Hi)  under  the  plan,  employer  securities  to 
which  subparagraph  IB)  applies  must 
remain  in  the  plan  until  distribution  to  par- 
ticipants in  accordance  with  the  provisions 
of  such  plan. 

"(B)  Investment  in  employer  securities.— 
The  requirements  of  this  subparagraph  are 
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met  if,  within  90  days  after  the  transfer  (or 
such  longer  period  as  the  Secretary  may  pre- 
scribe), the  amount  transferred  is  invested 
in  employer  securities  (as  defined  in  section 
40911))  or  used  to  repay  loans  used  to  pur- 
chase such  securities. 

"lO  Allocation  requirements.— The  re- 
quirements of  this  subparagraph  are  met  if 
the  portion  of  the  amount  transferred  which 
is  not  allocated  iby  reason  of  the  limitations 
of  section  415)  under  the  plan  to  accounts  of 
participants  in  the  plan  year  in  which  the 
transfer  occurs— 

"li)  is  credited  to  a  suspense  account  and 
allocated  from  such  account  to  accounts  of 
participants  no  less  rapidly  than  ratably 
over  a  period  not  to  exceed  7  years,  and 

"Hi)  when  allocated  to  accounts  of  partici- 
pants under  the  plan,  is  treated  as  an  em- 
ployer contribution  for  purposes  of  section 
415(c),  except  that— 

""(I)  the  annual  addition  (as  determined 
under  section  415(c))  attributable  to  each 
such  allocation  shall  not  exceed  the  value  of 
such  securities  as  of  the  time  such  securities 
were  credited  to  such  suspense  account,  and 

"(II)  no  additional  employer  contribu- 
tions shall  be  permitted  to  an  employee 
stock  ownership  plan  described  in  subpara- 
graph (A)  of  the  employer  before  the  alloca- 
tion of  such  amount. 

■(D)  Participants. -The  requirements  of 
this  subparagraph  are  met  if  at  least  half  of 
the  participants  in  the  qualified  plan  are 
participants  in  the  employee  stock  owner- 
ship plan  (as  of  the  close  of  the  1st  plan  year 
for  which  an  allocation  of  the  securities  is 
required). 

""(E)  Applicable  amount.— For  purposes  of 
this  paragraph,  the  term  applicable 
amount'  means  any  amount  which— 

""(i)  is  transferred  after  March  31,  1985, 
and  before  January  1,  1989,  or 

"'Hi)  is  transferred  after  December  31, 
1988,  pursuant  to  a  termination  which 
occurs  after  March  31,  1985.  and  before  Jan- 
uary 1,  1989." 

(b)  Clerical  Amendment.— The  table  of  sec- 
tions for  chapter  43  is  amended  by  adding  at 
the  end  thereof  the  following  new  item: 

"Sec.   4980.    Tax  on   reversion  of  qualified 
plan  assets  to  employer. " 

Ic)  Effective  Date.— 

ID  In  GENERAL.-The  amendments  made  by 
this  section  shall  apply  to  reversions  occur- 
ring after  December  31,  1985. 

12)  Exception  where  termination  date  oc- 
curred BEFORE  JANUARY  I.  I9S6.— 

I  A)  In  general.— Except  as  provided  in 
subparagraph  IB),  the  amendments  made  by 
this  section  shall  not  apply  to  any  reversion 
after  December  31.  1985,  which  occurs  pursu- 
ant to  a  plan  termination  where  the  termi- 
nation date  is  before  January  1.  1986. 

IB)  Election  to  have  amendments  apply.— 
A  corporation  may  elect  to  have  the  amend- 
ments made  by  this  section  apply  to  any  re- 
version after  1985  pursuant  to  a  plan  termi- 
nation occurring  before  1986  if  such  corpo- 
ration was  incorporated  in  the  State  of 
Delaware  in  March.  1978.  and  became  a 
parent  corporation  of  the  consolidated 
group  on  September  19.  1978.  pursuant  to  a 
merger  agreement  recorded  in  the  State  of 
Nevada  on  November  19,  1978. 

13)  Termination  date.— For  purposes  of 
paragraph  12),  the  term  "termination  date" 
is  the  date  of  the  termination  Iwithin  the 
meaning  of  section  411ld)l3)  of  the  InUmal 
Revenue  Code  of  1986)  of  the  plan. 

14)  Transition  rule  for  certain  termina- 
tions.— 
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(A)  In  general.— In  the  case  of  a  taxpayer 
to  which  this  paragraph  applies,  the  amend- 
ments made  by  this  section  shall  not  apply 
to  any  termination  occurring  before  the  date 
which  is  1  year  after  the  date  of  the  enact- 
ment of  this  Act 

IB)  Taxpayers  to  whom  paragraph  ap- 
PUES.—This  paragraph  shall  apply  to— 

<i)  a  corporation  incorporated  on  June  13, 
1917,  which  has  its  principal  -place  of  busi- 
ness in  Bartlesville,  Oklahoma, 

Hi)  a  corporation  incorporated  on  Janu- 
ary 17,  1917,  which  is  located  in  Coatesville, 
Pennsylvania, 

(Hi)  a  corporation  incorporated  on  Janu- 
ary 23,  1928,  which  has  its  principal  place  of 
business  in  New  York,  New  York, 

(iv)  a  corporation  incorporated  on  April 
23.  19S6,  which  has  its  principal  place  of 
business  in  Dallas,  Texas,  and 

(v)  a  corporation  incorporated  in  the 
State  of  Nevada,  the  principal  place  of  busi- 
ness of  which  is  in  Denver.  Colorado,  and 
which  filed  for  relief  from  creditors  under 
the  United  States  Bankruptcy  Code  on 
August  28,  1986. 
SEC.  1133.  TAX  ON  EXCESS  DISTRWITIONS. 

(a)  General  Rule.— Chapter  43  (relating  to 
tax  on  pension,  etc.,  plans)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
section: 

"SEC   4981.    TAX  OS  EXCESS  D.'STRIBCTIOSS  FROM 
QUALIFIED  RETIREMEST  PLANS. 

"(a)  General  Rule.— There  is  hereby  im- 
posed a  tax  equal  to  15  percent  of  the  excess 
distributions  with  respect  to  any  individual 
during  any  calendar  year. 

"(b)  LiABiLiTV  FOR  Tax.— The  individual 
with  respect  to  whom  the  excess  distribu- 
tions are  made  shall  be  liable  for  the  tax  im- 
posed by  subsection  (a).  The  amount  of  the 
tax  imposed  by  subsection  (a)  shall  be  re- 
duced by  the  amount  (if  any)  of  the  tax  im- 
posed by  section  72(t)  to  the  extent  attribut- 
able to  such  excess  distributions. 

"(c)  Excess  Distributions.— For  purposes 
of  this  section— 

"(1)  In  GENERAL.— The  term  'excess  distri- 
butions' means  the  aggregate  amount  of  the 
retirement  distributions  with  respect  to  any 
individual  during  any  calendar  year  to  the 
extent  such  amount  exceeds  $112,500  (ad- 
justed at  the  same  time  and  in  the  same 
manner  as  under  section  41S(d)). 

"(2)  Exclusion  of  certain  distributions.— 
The  following  distributions  shall  not  be 
taken  into  account  under  paragraph  (1): 

"(A)  Any  retirement  distribution  with  re- 
spect to  an  individual  made  after  the  death 
of  such  individual. 

"(B)  Any  retirement  distribution  with  re- 
spect to  an  individual  payable  to  an  alter- 
nate payee  pursuant  to  a  qualified  domestic 
relations  order  (within  the  meaning  of  sec- 
tion 414(p))  if  includible  in  income  of  the  al- 
ternate payee. 

"(C)  Any  retirement  distribution  with  re- 
spect to  an  individual  which  is  attributable 
to  the  employee's  investment  in  the  contract 
(as  defined  in  section  72(f)). 

"(D)  Any  retirement  distribution  to  the 
extent   not   included   in   gross   income   by 
reason  of  a  roUover  contributiOTU 
Any  distribution  described  in  subparagraph 

(B)  shall  be  treated  as  a  retirement  distribu- 
tion to  the  person  to  whom  paid  for  pur- 
poses of  this  section. 

"(3)  Aggregation  of  payments.— If  retire- 
ment distributions  with  respect  to  any  indi- 
vidual during  any  calendar  year  are  re- 
ceived by  the  individual  and  1  or  more  other 
persons,  all  such  distributiojts  shall  be  ag- 
gregated for  purposes  of  determining  the 
amount  of  the  excess  distnbutions  for  the 
calendar  year. 


"(4)  Special  rule  where  taxpayer  elects 
income  averaging.— If  the  retirement  distri- 
butions with  respect  to  any  individual 
during  any  calendar  year  include  a  lump 
sum  distribution  to  which  an  election  under 
section  402(e)(4)(B)  applies— 

"(A)  paragraph  (1)  shall  be  applied  sepa- 
rately with  respect  to  such  lump  sum  distri- 
bution and  other  retirement  distributions, 
and 

"(B)  the  limitation  under  paragraph  (1) 
with  respect  to  such  lump  sum  distribution 
shall  be  equal  to  5  tiTnes  the  amount  of  such 
limitation  determined  without  regard  to 
this  subparagraph. 

"(5)  Special  rule  for  accrued  benefits  as 

OF  august  I.  1986.— 

"(A)  In  general.— If  the  employee  elects  on 
a  return  filed  for  a  taxable  year  ending 
before  January  1,  1989  to  have  this  para- 
graph apply,  the  portion  of  any  retirement 
distribution  which  is  attributable  (as  deter- 
mined under  rules  prescribed  by  the  Secre- 
tary) to  the  accrued  benefit  of  an  employee 
as  of  August  1,  1986,  shall  be  taken  into  ac- 
count for  purposes  of  paragraph  (1),  but  no 
tax  shall  be  imposed  under  this  section  with 
respect  to  such  portion  of  such  distribution. 
"(B)  Limitation.— An  employee  may  not 
make  an  election  under  subparagraph  (A) 
unless  the  accrued  benefit  of  such  employee 
as  of  August  1,  1986.  exceeds  $562,500. 

"(C)  Taxpayer  not  making  election.— If  an 
employee  does  not  elect  the  application  of 
this  paragraph,  paragraph  (1)  shall  be  ap- 
plied by  substituting  $150,000  for  such 
dollar  limitation  unless  such  dollar  limita- 
tion is  greater  than  $150,000. 

"(d)  Increase  In  Estate  Tax  if  Individual 
Dies  With  Excess  Accumulation.- 

"(1)  In  general.— The  tax  imposed  by 
chapter  11  with  respect  to  the  estate  of  any 
individual  shall  be  increased  by  an  amount 
equal  to  15  percent  of  the  individual's  excess 
retirement  accumulation. 

"(2)  No  credit  allowable.— No  credit  shall 
be  allowable  under  section  2010  with  respect 
to  any  portion  of  the  tax  imposed  by  chapter 
11  attributable  to  the  increase  under  para- 
graph (1). 

"(3)  Excess  retirement  accumulation.— 
For  purposes  of  paragraph  (1).  the  term 
'excess  retirement  accumulation'  means  the 
excess  (if  any)  of— 

"(A)  the  value- of  the  individual's  interests 
in  qualified  employer  plans  and  individual 
retirement  plans  as  of  the  date  of  the  dece- 
dent's death  (or.  in  the  case  of  an  election 
under  section  2032.  the  applicable  valuation 
date  prescribed  by  such  section),  over 

"(B)  the  present  value  (as  determined 
under  rules  prescribed  by  the  Secretary  as  of 
the  valuation  date  prescribed  in  subpara- 
graph (A))  of  an  annuity  for  a  term  cer- 
tain— 

"(i)  with  annual  payments  equal  to  the 
limitation  of  subsection  (c)  (as  in  effect  for 
the  year  in  which  the  death  occurs),  and 

"(ii)  payable  for  a  period  equal  to  the  life 
expectancy  of  the  individual  immediately 
before  his  death 

"(e)  Retirement  Distributions.— For  pur- 
poses of  this  section— 

"(1)  In  general.— The  term  'retirement  dis- 
tribution' means,  with  respect  to  any  indi- 
vidual, the  amount  distributed  during  the 
taxable  year  under— 

"(A)  any  qualified  employer  plan  with  re- 
spect to  which  such  individual  is  or  was  the 
employee,  and 

"(B)  any  individual  retirement  plan. 

"(2)  QuAUFiED  EMPLOYER  PLAN.— The  term 
'qualified  employer  plan '  means— 


"(A)  any  plan  descrit>ed  in  section  401(a) 
which  includes  a  trust  exempt  from  tax 
under  section  501(a), 

"(B)  an  annuity  plan  described  in  section 
403(a),  or 

"(C)  an  annuity  contract  described  in  sec- 
tion 403(b). 

Such  term  includes  any  plan  or  contract 
which,  at  any  time,  has  been  determined  by 
the  Secretary  to  be  such  a  plan  or  contract " 

(b)  Clerical  Amendment.— The  table  of  sec- 
tions for  chapter  43  is  amended  by  adding  at 
the  end  thereof  the  following  new  item: 

"Sec.  4981.  Tax  on  excess  distributions  from 
qualified  retirement  plans. " 

(c)  Effective  Dates.— 

(1)  In  general.— Except  as  provided  in  this 
subsection,  the  amendments  made  by  this 
section  shall  apply  to  distnbutions  made 
after  December  31,  1986. 

121  Estate  tax.— Section  4981(d)  of  the  In- 
ternal Revenue  Code  of  1986  'as  added  by 
subsection  (a))  shall  apply  to  the  estates  of 
decedents  dying  after  December  31.  1986. 

(3)  Plan  terminations  before  nn.—The 
amendments  made  by  this  section  shall  not 
apply  to  distributions  before  January  1, 
1988.  which  are  made  on  account  of  the  ter- 
mination of-  a  qualified  employer  plan  if 
such  termination  occurred  before  January  1, 
1987. 

SEC.  1134.  treatment  iir  LOANS. 

(a)  $50,000  Limitation  Reduced  by  Bal- 
ance OF  Certain  Preceding  Loans.— Clause 
(i)  of  section  72(p)(2)(Al  (relating  to  excep- 
tions for  certain  loans)  is  amended  to  read 
as  follows: 

"(i)  $50,000.  reduced  by  the  excess  (if  any) 
of- 

"(I)  the  highest  outstanding  balance  of 
loans  from  the  plan  during  the  1-year  period 
ending  on  the  day  before  the  date  on  which 
such  loan  was  made,  over 

■'(ID  the  outstanding  balance  of  loans 
from  the  plan  on  the  date  on  which  such 
loan  was  made,  or". 

(bl  Level  Amortization  of  Loan  Re- 
quired.—Paragraph  (21  of  section  72(pl  is 
amended  by  redesignating  subparagraph  (C) 
as  subparagraph  (Di  and  inserting  after  sub- 
paragraph (B)  the  following  new  subpara- 
graph: 

"(C)  Requirement  of  level  amortiza- 
tion.—Except  as  provided  in  regulations, 
this  paragraph  shall  not  apply  to  any  loan 
unless  substantially  level  amortization  of 
such  loan  (with  payments  not  less  frequently 
than  quarterly)  is  required  over  the  term  of 
the  loan. " 

(c)  Denial  of  Interest  Deduction  in  Cer- 
tain Cases.— Subsection  (p)  of  section  72  is 
amended  by  redesignating  paragraphs  (3) 
and  (41  as  paragraphs  (4>  and  (5),  respec- 
tively and  by  inserting  after  paragraph  (2) 
the  following  new  paragraph: 

"(3)  Denial  of  interest  deductions  in  cer- 
tain cases.  — 

"(A)  In  general.— No  deduction  otherwise 
allowable  under  this  chapter  shall  be  al- 
lowed under  this  chapter  for  any  interest 
paid  or  accrued  on  any  loan  described  in 
subparagraph  (B). 

"(B)  Loans  to  which  subparagraph  (A>  ap- 
plies.—For  purposes  of  subparagraph  (A),  a 
loan  is  described  in  this  subparagraph— 

"(i)  if  paragraph  (1)  does  not  apply  to 
such  loan  by  reason  of  paragraph  (2).  and 

"(ii)  if— 

"(I)  such  loan  is  made  to  a  key  employee 
(as  defined  in  section  416(i)),  or 
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trust  or  other  entity  as  an  agent  for  a  natu-  ''i-e  bargaining  agreement)  is  amended  by  ^°tin  excess  of  $25,000,  and 

ral  person  shall  not  be  taken  into  account  adding  at  the  end  thereof  the  following  new  ,.         ,,/  ""'"'  ""  interest  rate  no  greater 

"(2)  Income  on  the  contract.-  sentence:  "An  agreement  shall  not  be  treated  ,'^  120  percent  of  the  applicable  interest 

"(A)  In  GENERAL.-For  purposes  of  para-  as  a  collective  bargaining  agreement  unless  ''Jvf^Z  the  vested  accrued  benefit  exceeds 

graph  d),  the  term  income  on  the  contract'  '<  «  a  bona  fide  agreement  between  bona  *^  •         ^*  ^^f^'^f^  under  subclause  ID), 

means,  with  respect  to  any  taxable  year  of  fide  employee  representatives  and  1  or  more  ^".  "^  ^''^"'  *''°"  f''^  present  value  deter- 

the  policyholder,  the  excess  of-                      '  employers. "  ^isloo ""         ^"'"^'"'"«    '"'   ^^   '"*    ''»'"' 

"(i)  the  sum  of  the  net  surrender  value  of  SEC  II3S.  PES.ALTY  o.\  I.sderpa  rME\TS  a  TTRIBIT-  *  ..].  App,, cable  intfrf',t  ^atf  Fnr  n«r 
the  contract  as  of  the  close  of  the  taxable  abletooverstatemestof  PESSIOS  '"'  applicable  interest  rate -For  pur- 
year  plus  all  distributions  under  the  con-  U.iBiUTlES.  POses  of  clause  (i),  the  term  applicable  in^ 
tract  received  during  the  taxable  year  or  any  '<^>  General  RVLE.-Subchapter  A  of  chap-  ^//^^'}.  ZLJ^ZTJ^^  'nVr/y,"^^  f''!.'''' 
prior  taxable  year  reduced  by  ter   68    (relating    to    additions    to    tax)    is  fouldbeused(asofthedateofthedistnbu- 

"(ii)  the  sum  of  the  amount  of  net  premi-  amended  by  inserting  after  section  6659  the  '"'"^f J'     ,'     T^"  f  ^"f  w  ^«°^'"'"'  '^f/" 

ums  under  the  contract  for  the  taxable  year  following  new  section:  IZtliJZ  ^f7iZr.    ^  "^'^T"'"^"''   ""^ 

and  prior  taxable  years  and  amounts  in-  stT-  M5W.  additio.s  to  tax  /.v  case  of  over-  X7i™f„„/fn„  •■   ^          distribution  on 

cludible  in  gross  income  for  prior  taxable  statemests  of  pessios  liabilities,  ^'"fi"    cT;"''"""-    Amendment    Paraoranh 

years  with  respect  to  such  contract  under  "'a)  Addition  to  TAX.-In  the  case  of  an  n,nf.ZHn^J^7,.,^r-^^fH^r;r^,^^ 

this  subsection.  underpayment  of  the  tax  imposed  by  chapter  -^  "i/tf '?" /fr/f/./  ?/^r.wL  f        w"°' 

Where  necessary  to  prevent  the  avoidance  of  1  on  any  taxpayer  for  the  taxable  year  which  j^^s                                amended  to  read  as 

thU  subsection,  the  Secretary  may  substitute  "  attributable  to  an  overstatement  of  pen-  ,.-, .  DfTFRMiNATinH  or  prf-^f/^tt  vat  t,v 

'fair  market  value  of  the  contract'  for  'net  sion  liabilities,  there  shall  be  added  to  such  ..^ ,   /I  ;^i^r»r^      rj^/^f^Jf  ^f  7„™ 

surrender  value  of  the  contract '  each  place  it  tax  an  amount  equal  to  the  applicable  per-  '^'  {,,  „„rf  f^';;'°  „^"T?,!,?,,/;j,?77  iS^ 

appears  in  the  preceding  sentence.  centage  of  the  underpayment  so  attributa-  Zlcluatid- 

■IB)  Net  PREMIUMS.-For  purposes  of  this  *>'«■  ^  ../j,  ft„  usina  an  interest  rale  no  nr^nt^T 

paragraph,  the  term    net  premiums'  means  -'bJ  Applicable  Percentage  DEFINED.-For  ^J^'  ^     applicable    Tnlerest    rate    If  Z 

the  amount  of  premiums  paid   under  the  Purposes  of  subsection   (a),   the  applicable  Ts?edaccZd  benefit  ?^no  such  ra^^^^^ 

contract  reduced  by  any  policyholder  divi-  Percentage  shall  be  determined   under  the  Ztin^ce^oftlsooo  otfrf 

dends  following  table:  not  in  excess  ol  S25,000,  and 

,*,.    „                       _.  .          ^      ,            ^    .,„,.,      .u  ,      ,  '"^  by  using  an  interest  rate  no  greater 

13)    ExcEPTiONS.-This    subsection    shall  If     the      valuation  than  120  percent  of  the  applicable  interest 

not  apply  to  any  annuity  contract  which-  claimed  is  the  rate  if  the  vested  accrued  benefit  exceeds 

■■I A)  «  acquired  by  the  estate  of  a  decedent  following     percent               The  applicable  $25,000  las  determined  under  clause  Ii)) 

by  reason  of  the  death  of  the  decedent  of  the  correct  /„  no  event  shall  the  present  value  deter- 

"IB)  «  held  under  a  plan  described  in  sec-  valuation-                              percentage  U:  mined   under  subclause   III)   be  Uss   than 

Hon  401laJ  or  4031a),  under  a  program  de-  ISO  percent   or  more  but  not  $25,000. 

scribed  in  section  4031b),  or  under  an  indi-           more  than  200  percent 10  ••(g)  appucable  interest  rate —For  pur- 

vidua!  retirement  plan.  More  than  200  percent  but  not  poses  of  subparagraph  IA).  the  term  'appli- 

"fO  M  a  qualified  funding  asset  las  de-           more  than  250  percent 20  cable  inUrest  rate'  means  the  interest  rate 

fined  in  section  130ld).  but  without  regard        More  than  250  percent 30.  which  would  be  used  las  of  the  date  of  the 

to  v>hether  there  is  a  qualified  assignment).  "ic)    Overstatement  of  Pension   Liabil-  distribution)  by  the  Pension  Benefit  Guar- 

"ID)  which  is  purchased  by  an  employer  ities.— For  purposes  of  this  section,  there  is  anty  Corporation  for  purposes  of  determin- 

upon  the  termination  of  a  plan  described  in  an  overstatement  of  pension  liabilities  if  the  ing  the  present  value  of  a  lump  sum  distri- 

aection  4011a)  or  403 fa)  and  which  is  held  by  actuarial  determination   of  the  liabilities  bution  on  plan  termination." 

the  employer  until  such  time  as  the  employ-  taken  into  account  for  purposes  of  comput-  Ic)  Amendments  to  ERISA.— 

ee  separates  from  service,  or  ing  the  deduction  under  paragraph  11)  or  12)  11)  In  general.— Paragraph  12)  of  section 

"(E)  which  is  an  immediate  annuity.  of  section  4041a)  exceeds  th^  amount  deter-  203le)  of  the  Employee  Retirement  Income 
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Security  Act  of  1974  (29  U.S.C.  lOS3<e)(2))  is 
amended  to  read  as  folloios: 

"(2)(A)  For  purposes  of  paragraph  ID,  the 
present  value  shall  be  calculated— 

"(il  by  using  an  interest  rate  no  greater 
than  the  applicable  interest  rate  if  the 
vested  accrued  benefit  (using  such  rate)  is 
not  in  excess  ofS25,000,  and 

"(ii)  by  using  an  interest  rate  no  greater 
than  120  percent  of  the  applicable  interest 
rate  if  the  vested  accrued  benefit  exceeds 
f  25,000  (as  determined  under  clause  (ill. 
In  no  event  shall  the  present  value  deter- 
mined under  subclause  (II)  be  less  than 
$25,000. 

"(B)  Appucable  interest  rate.— For  pur- 
poses of  subparagraph  (A),  the  term  'appli- 
cable interest  rate'  means  the  interest  rate 
which  would  be  used  (as  of  the  date  of  the 
distribution)  by  the  Pension  Benefit  Guar- 
anty Corporation  for  purposes  of  determin- 
ing the  present  value  of  a  lump  sum  distri- 
bution on  plan  termination. " 

(2)  Conforming  amendment.— Paragraph 
(3)  of  section  205(g)  of  such  Act  (29  U.S.C. 
105S(g)(3))  is  amended  to  read  as  follows: 

"(3)(A)  For  purposes  of  paragraphs  (1)  and 
(2),  the  present  value  shall  be  calculated— 

"(i)  by  using  an  interest  rate  no  greater 
than  the  applicable  interest  rate  if  the 
vested  accrued  benefit  (using  such  rate)  is 
not  in  excess  of  1 25,000.  and 

"(ii)  by  using  an  interest  rate  no  greater 
than  120  percent  of  the  applicable  interest 
rate  if  the  vested  accrued  benefit  exceeds 
$25,000  (as  determined  under  clause  (i)). 
In  no  event  shall  the  present  value  deter- 
mined under  subclause  (II)  be  less  than 
$25,000. 

"(B)  For  purposes  of  subparagraph  (A),  the 
term  'applicable  interest  rate'  means  the  in- 
terest rate  which  would  be  used  (as  of  the 
date  of  the  distribution)  by  the  Pension  Ben- 
efit Guaranty  Corporation  for  purposes  of 
determining  the  present  value  of  a  lump 
sum  distribution  on  plan  termination. ". 

(d)  Effective  Date.— 

(1)  In  general.— The  amendments  made  by 
this  section  shall  apply  to  distributions  in 
plan  years  beginning  after  December  31, 
1984,  except  that  such  amendments  shall  not 
apply  to  any  distributions  in  plan  years  be- 
ginning after  December  31.  1984,  and  before 
January  1,  1987,  if  such  distributions  were 
made  in  accordance  toith  the  requirements 
of  the  regulations  issued  under  the  Retire- 
ment Equity  Act  of  1984. 

(2)  Reduction  w  accrued  benefits.— 

(A)  In  general.— If  a  plan— 

(i)  adopts  a  plan  amendment  before  the 
close  of  the  first  plan  year  beginning  on  or 
before  January  1,  1989,  which  provides  for 
the  calculation  of  the  present  value  of  the 
accrued  benefits  in  the  manner  provided  by 
the  amendments  made  by  this  section,  and 

(ii)  the  plan  reduces  the  accrued  benefits 
for  any  plan  year  to  which  such  plan 
amendment  applies  in  accordance  urith  such 
plan  amendment, 

such  redux:tion  shall  not  be  treated  as  a  vio- 
lation of  section  411(d)(6)  of  the  Internal 
Revenue  Code  of  1986  or  section  204(g)  of 
the  Employee  Retirement  Income  Security 
Act  of  1974  (29  U.S.C.  1054(g)). 

(B)  Special  rule.— In  the  case  of  a  plan 
maintained  by  a  corporation  incorporated 
on  April  11,  1934,  which  is  headquartered  in 
Tarrant  County,  Texas— 

(i)  such  plan  may  6e  amended  to  remove 
the  option  of  an  employee  to  receive  a  lump 
sum  distribution  (unthin  the  meaning  of 
section  402(e)(5)  of  such  Code)  if  such 
amendment— 

(I)  is  adopted  within  1  year  of  the  date  of 
the  enactment  of  this  AcU  and 


(II)  is  not  effective  until  2  years  after  the 
employees  are  notified  of  such  amendment, 
and 

(ii)  the  present  value  of  any  vested  ac- 
crued benefit  of  such  plan  determined 
during  the  3-year  period  beginning  on  the 
date  of  the  enactment  of  this  Act  shall  6e  de- 
termined under  the  applicable  interest  rate 
(iDithin  the  meaning  of  section 
411(a)(ll)(B)(ii)  of  such  Code,  except  that  if 
such  value  (as  so  determined)  exceeds 
$50,000,  then  the  value  of  any  excess  over 
$50,000  shall  be  determined  by  using  the  in- 
terest rate  specified  in  the  plan  as  of  August 
16,  1986. 

SEC.  1140.  PLA\  AME.\DME\TS  SOT  REQUIRED  VNTIL 
JANVARY  I.  19HS. 

(a)  In  General.— If  any  amendment  made 
by  this  subtitle  or  subtitle  C  requires  an 
amendment  to  any  plan,  such  plan  amend- 
ment shall  not  be  required  to  be  made  before 
the  first  plan  year  beginning  on  or  after 
January  1,  1989.  if— 

(1)  during  the  period  after  such  amend- 
rnent  takes  effect  and  before  such  first  plan 
year,  the  plan  is  operated  in  accordance 
with  the  requirements  of  such  amendment  or 
in  accordance  with  an  amendment  pre- 
scribed by  the  Secretary  and  adopted  by  the 
plan,  and 

(2)  such  plan  amendment  applies  retroac- 
tively to  the  period  after  such  amendment 
takes  effect  and  such  first  plan  year 

A  pension  plan  shall  not  be  treated  as  fail- 
ing to  provide  definitely  determinable  bene- 
fits or  contributions,  or  to  be  operated  in  ac- 
cordance with  the  provisions  of  the  plan, 
merely  because  it  operates  in  accordance 
with  this  provision. 

(b)  Model  Amendment.— 

(1)  Secretary  to  prescribe  amendment.— 
The  Secretary  of  the  Treasury  or  his  delegate 
shall  prescribe  an  amendment  or  amend- 
ments which  allow  a  plan  to  meet  the  re- 
quirements of  any  amendment  made  by  this 
subtitle  or  subtitle  C— 

(A)  which  requires  an  amendment  to  3uch 
plan,  and 

(B)  is  effective  before  the  first  plan  year 
beginning  after  December  31,  1988. 

(2)  Adoption  BY  plan.— If  a  plan  adopts  the 
amendment  or  amendments  prescribed 
under  paragraph  (1)  and  operates  in  accord- 
ance with  such  amendment  or  amendments, 
such  plan  shall  not  be  treated  as  failing  to 
provide  definitely  determinable  benefits  or 
contributions  or  to  be  operated  in  accord- 
ance with  the  provisions  of  the  plan. 

(c)  Special  Rule  for  Collectively  Bar- 
gained Plans.'— In  the  case  of  a  plan  main- 
tained pursuant  to  1  or  more  collective  bar- 
gaining agreements  between  employee  repre- 
sentatives and  1  or  more  employers  ratified 
before  March  1,  1986.  subsection  (a)  shall  be 
applied  by  substituting  for  the  first  plan 
year  beginning  on  or  after  January  1.  1989. 
the  first  plan  year  beginning  after  the  earli- 
er of— 

(1)  the  later  of— 

(A)  January  1.  1989.  or 

(B)  the  date  on  which  the  last  of  such  col- 
lective bargaining  agreements  terminate 
(determined  without  regard  to  any  exten- 
sion thereof  after  February  28,  1986),  or 

(2)  January  1.  1991. 

SEC.  IHI.ISSIA\CE  OFFISAL  REGLLATIOSS 

The  Secretary  of  the  Treasury  or  his  dele- 
gate shall  issue  before  February  1.  1988.  such 
final  regulations  as  may  be  necessary  to 
carry  out  the  amendments  made  by— 

(1)  section  1111.  relating  to  application  of 
nondiscrimination  rules  to  integrated  plans, 

(2)  section  1112,  relating  to  coverage  re- 
quirements for  qualified  plans. 


(3)  section  1113,  relating  to  minimum 
vesting  standards, 

(4)  section  1114.  relating  to  the  definition 
of  highly  compensated  employee. 

(5)  section  1115,  relating  to  separate  lines 
of  business  and  the  definition  of  compensa- 
tion. 

(6)  section  1116,  relating  to  rules  for  sec- 
tion 401(k)  plans. 

(7)  section  1117,  relating  to  nondiscrim- 
ination requirements  for  employer  matching 
and  employer  contributiori. 

(8)  section  1120,  relating  to  nondiscrim- 
ination requirements  for  tax  sheltered  annu- 
ities, and 

(9)  section  1133.  relating  to  tax  on  excess 
distributions. 

SEC.  I  Hi.  SECRET  A  Hi  TO  ACCEPT  APPLICATIONS 
WITH  RESPECT  Tft  SECTIOX  40l<k) 
PL  ASS. 

The  Secretary  of  the  Treasury  or  his  dele- 
gate shall,  not  later  than  May  1.  1987,  begin 
accepting  applications  for  opinion  letters 
with  respect  to  master  and  prototype  plans 
for  qualified  cash  or  deferred  arrangements 
under  section  401  tk)  of  the  Internal  Revenue 
Code  of  1986. 

SEC.  1141.  TRE.ATMEST  OF  CF.HTAIS  FISHERMES  AS 
SELFEMPLOYEI)  ISDIVlin  ALS. 

(a)  In  General.— Section  401(c)  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  paragraph: 

"(6)  Special  rule  for  certain  fishermen.— 
For  purposes  of  this  subsection,  the  term 
'self-employed  individual'  includes  an  indi- 
vidual described  in  section  3121(bl(20)  (re- 
lating to  certain  fishermen). " 

(b)  Effective  Date.  — The  amendment 
made  by  subsection  fa)  shall  apply  to  tax- 
able years  t>eginning  after  December  31. 
1986. 

SEC.  1144  ACQIISITIOS  OF  HOLD  AM)  SILVER  COI.\S 
BY  ISDIMDVAL  RETIREMEST  AC- 
COl.\TS 

(a)  In  General.— Section  408im)  'relating 
to  investment  in  collectibles  treated  as  dis- 
tributions) is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph' 

"(3)  Exception  for  certain  coins.— In  the 
case  of  an  individual  retirement  account, 
paragraph  I2)  shall  not  apply  to  any  gold 
coin  described  in  paragraph  (7),  <8I.  I9l,  or 
(10)  of  section  S112'al  of  title  31  or  any 
silver  coin  described  in  section  5112(e)  of 
title  31)." 

fbl  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  acquisi- 
tions after  December  31.  1986. 

SEC.  1145.  RE(ltlREME\T  OF  JOIST  ASD  SCRMVOR 
ASSIITIES  ASD  PRERETIREMEST  SIR- 
VIVOR  ASSIITIES  SOT  TO  APPLY  TO 
CERTAIS  PLAS. 

(a)  In  General.— Section  401<al(ll)  (relat- 
ing to  requirement  of  joint  and  survivor  an- 
nuity and  preretirement  survivor  annuity/ 
is  amended  by  redesignating  subparagraph 
(Di  as  subparagraph  (El  and  by  inserting 
after  subparagraph  (Ci  the  following  new 
subparagraph: 

"(E)  Exception  for  plans  described  in 
SECTION  404(Ci.—This  paragraph  shall  not 
apply  to  a  plan  which  the  Secretary  has  de- 
termined is  a  plan  described  in  section 
404(c)  (or  a  continuation  thereof)  in  which 
participation  is  substantially  limited  to  in- 
dividuals who,  before  January  1,  1976. 
ceased  employment  covered  by  the  plan. " 

(b)  Amendments  to  the  Employee  Retire- 
ment Income  Security  Act  of  1974.— Section 
205(b)  of  the  Employee  Retirement  Income 
Security  Act  of  1974  (29  U.S.C.  1082(b))  U 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 
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"(3>  Thia  section  shall  not  apply  to  a  plan 
which  the  Secretary  of  the  Treasury  or  his 
delegate  has  determined  is  a  plan  described 
in  section  404(c)  of  the  Internal  Revenue 
Code  0/1986  (or  a  continuation  thereof)  in 
which  participation  is  substantially  limited 
to  individuals  who.  before  January  1.  1976. 
ceased  employment  covered  by  the  plan. " 

(c)  Amesdments  to  Retirement  Equity 
AcT.—Section  303  of  the  Retirement  Equity 
Act  of  1984  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"(f)  The  amendments  made  by  section  301 
of  this  Act  shall  not  apply  to  the  termina- 
tion of  a  defined  benefit  plan  if  such  termi- 
nation— 

"(1)  is  pursuant  to  a  resolution  directing 
the  termination  of  such  plan  which  was 
adopted  by  the  Board  of  Directors  of  a  cor- 
poration on  July  24,  1984.  and 

"(2)  occurred  on  November  30,  1984.  " 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  as  if  includ- 
ed in  the  amendments  made  by  the  Retire- 
ment Equity  Act  of  1984. 

SEC.  II4S.  TRE.\TME\T (It  LF.ASED  F.MPLOYEEK 

(a)  Modifications  of  Leased  Employee 
Provisions.— 

(1)  General  rule.- Paragraph  (5)  of  sec- 
tion 414(n)  (relating  to  safe  harbor  exemp- 
tion) is  amended  to  read  as  follows: 

"(5)  Safe  harbor.— 

"(A)  In  general.— In  the  case  of  require- 
ments described  in  subparagraphs  (A)  and 
(B)  of  paragraph  (3i.  this  subsection  shall 
not  apply  to  any  leased  employee  with  re- 
spect to  services  performed  for  a  recipient 
if-. 

"(i)  such  employee  is  covered  by  a  plan 
which  is  maintained  by  the  leasing  organi- 
zation and  meets  the  requirements  of  sub- 
paragraph IB),  and 

"(ii)  leased  employees  (determined  with- 
out regard  to  this  paragraph)  do  not  consti- 
tute more  than  20  percent  of  the  recipient's 
nonhighly  compensated  work  force. 

"(B)  Plan  REtiuiREMENTs.-A  plan  meets 
the  requirements  of  this  subparagraph  if— 

"(i)  such  plan  is  a  money  purchase  pen- 
sion plan  with  a  nonintegrated  employer 
contribution  rate  for  each  participant  of  at 
least  10  percent  of  compensation. 

"(ii)  such  plan  provides  for  full  and  imme- 
diate vesting,  and 

"(Hi)  each  employee  of  the  leasing  organi- 
zation (other  than  t'mployees  who  perform 
substantially  all  of  their  services  for  the 
leasing  organization)  immediately  partici- 
pates in  such  plan. 

Clause  (Hi)  shall  not  apply  to  any  individ- 
ual whose  compensation  from  the  leasing  or- 
ganization in  each  plan  year  during  the  4- 
year  period  ending  with  the  plan  year  is  less 
than  1 1.000. 

"(C)  Definitions.— For  purposes  of  this 
paragraph— 

"(i)  Highly  compensated  employee.  — The 
term  Tiighly  compensated  employee '  has  the 
meaning  given  such  term  by  section  414(q). 

"(ii)  Nonhighly  compensated  work 
force.— The  term  'nonhighly  compensated 
work  force'  means  the  aggregate  number  of 
individuals  (other  than  highly  compensated 
employees)— 

"(I)  who  are  employees  of  the  recipient 
(without  regard  to  this  subsection)  and  have 
performed  services  for  the  recipient  (or  for 
the  recipient  and  related  persons)  on  a  sub- 
stantially full-time  basis  for  a  period  of  at 
least  1  year,  or 

"(tl)  who  are  leased  employees  with  re- 
tpect  to  the  recipient  (determined  without 
regard  to  this  paragraph). 

"(Hi)  CoKPEHSATiON.—The  term  'compensa- 
tion'has  the  saine  meaning  as  when  used  in 
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section  415:  except  that  such  term  shall  in- 
clude— 

"(I)  any  employer  contribution  under  a 
qualified  cash  or  deferred  arrangement  to 
the  extent  not  included  in  gross  income 
under  section  402(a)(8)  or  402(h)(1)(B), 

"(II)  any  amount  which  the  employee 
would  have  received  in  cash  but  for  an  elec- 
tion under  a  cafeteria  plan  (within  the 
meaning  of  section  125).  and 

"(III)  any  amount  contributed  to  an  an- 
nuity contract  described  in  section  403(b) 
pursuant  to  a  salary  reduction  agreement 
(within  the  meaning  of  section 
3121(a)(5)(D))." 

(2)  Clarification  of  years  of  .service.— 
Paragraph  (4)  of  section  414(n)  is  amended 
to  read  as  follows: 

"(4)  Time  when  first  considered  as  em- 
ployee.— 

"(A)  In  general.— In  the  case  of  any  leased 
employee,  paragraph  (V  shall  apply  only  for 
purposes  of  determining  whether  the  re- 
quirements listed  in  paragraph  (3)  are  met 
for  periods  after  the  close  of  the  period  re- 
ferred to  in  paragraph  (2)(B). 

"(Bl  Years  of  service.— In  the  case  of  a 
person  who  is  an  employee  of  the  recipient 
(whether  by  reason  of  this  subsection  or  oth- 
erwise), for  purposes  of  the  requirements 
listed  in  paragraph  (3).  years  of  service  for 
the  recipient  shall  be  determined  by  taking 
into  account  any  period  for  which  such  em- 
ployee would  have  been  a  leased  employee 
but  for  the  requirements  of  paragraph 
(2)(B). " 

(3)  Conforming  amendment.— Paragraph 
(6)  of  section  414(n)  is  amended  to  read  as 
follows: 

"(6)  Other  rules.— For  purposes  of  this 
subsection— 

"(A)  Related  persons.  — The  term  related 
persons'  has  the  same  meaning  as  when  used 
in  section  103(b)(6)(C). 

"(B)  Employees  of  entities  under  common 
CONTROL.— The  rules  of  subsections  (b),  (c), 
(m),  and  (o>  shall  apply.  " 

(bl  Minimizing  Recordkeeping  Require- 
ments. — 

(1)  In  GENERAL.— Subsection  (o)  of  section 
414  (relating  to  regulations)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence: 

"The  regulations  prescribed  under  subsec- 
tion (n)  shall  include  provisions  to  mini- 
mize the  recordkeeping  requirements  of  sub- 
section (n)  in  the  case  of  an  employer  which 
has  no  top-heavy  plans  (within  the  meaning 
of  section  416(g))  and  which  uses  the  serv- 
ices of  persons  (other  than  employees)  for  an 
insignificant  percentage  of  the  employer's 
total  workload. " 

(2)  Conforming  amendment.— Section 
414(n)(l)  is  amended  by  striking  out  "except 
to  the  extent  otherwise  provided  in  regula- 
tions, ". 

(c)  Effective  Date.— 

(1)  In  general.— Except  as  provided  in  this 
subsection,  the  amendments  made  by  this 
section  shall  apply  to  taxable  years  begin- 
ning after  December  31,  1983. 

(2)  Subsection  laxv.-The  amendment 
made  by  subsection  (a)(1)  shall  apply  to 
services  performed  after  Decemt>er  31,  1986. 

(3)  Recordkeeping  requirements.— In  the 
case  of  years  beginning  t>efore  the  date  of  the 
enactment  of  this  Act,  the  last  sentence  of 
section  414(o)  shall  be  applied  without 
regard  to  the  requirement  that  an  insignifi- 
cant percentage  of  the  workload  be  per- 
formed by  persons  other  than  employees. 

SEC.    1147.    TAX   treatment  OF  FEDERAL    THRIFT 
SA  VINGS  FUND. 

(a)  In  General.— Section  7701  is  amended 
by  redesignating  subsection  (j)  as  subsection 
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(k)  and  by  inserting  a/ter  subsection  (i)  the 
following  new  subsection: 

"(j)  Tax  Treatment  of  Federal  Thrift 
Savings  Fund.— 

"(1)  In  general.— For  purposes  of  this 
title— 

"(A)  the  Thrift  Savings  Fund  shall  be 
treated  as  a  trust  described  in  section  401(a) 
which  is  exempt  from  taxation  under  sec- 
tion 501(a): 

"(B)  any  contribution  to,  or  distribution 
from,  the  Thrift  Savings  Fund  shall  be  treat- 
ed in  the  same  manner  as  contributions  to 
or  distributions  from  such  a  trust;  and 

"(C)  subject  to  the  provisions  of  paragraph 
(2)  and  any  dollar  limitation  on  the  appli- 
cation of  section  402(a)(8).  contributions  to 
the  Thrift  Savings  Fund  shall  not  be  treated 
as  distributed  or  made  available  to  an  em- 
ployee or  Member  nor  as  a  contribution 
made  to  the  Fund  by  an  employee  or  Member 
merely  because  the  employee  or  Member  has, 
under  the  provisions  of  subchapter  III  of 
chapter  84  of  title  5.  United  States  Code,  and 
section  8351  of  such  title  5,  an  election 
whether  the  contribution  will  be  made  to  the 
Thrift  Savings  Fund  or  received  by  the  em- 
ployee or  Member  in  cash. 

"(2)  Nondiscrimination  reqvire.vents.— 
Paragraph  (IKC)  shall  not  apply  to  the 
Thrift  Savings  Fund  unless  the  Fund  meets 
the  antidiscrimination  requirements  (other 
than  any  requirement  relating  to  coverage) 
applicable  to  arrangements  described  in  sec- 
tion 401<k>  and  to  matching  contributions. 
Rules  similar  to  the  rules  of  sections 
401(k)(8)  and  401(m)(8)  (relating  to  no  dis- 
qualification if  excess  contributions  distrib- 
uted) shall  apply  for  purposes  of  the  preced- 
ing sentence. 

"(3)  Coordination  with  social  security 
act.— Paragraph  (1)  shall  not  be  construed 
to  provide  that  any  amount  of  the  employ- 
ee's or  Member's  basic  pay  which  is  contrib- 
uted to  the  Thrift  Savings  Fund  shall  not  be 
included  in  the  term  'wages'  for  the  purposes 
of  section  209  of  the  Social  Security  Act  or 
section  3121(a)  of  this  title. 

"(4)  Definitions.— For  purposes  of  this  sub- 
section, the  terms  'Member',  'employee',  and 
'Thrift  Savings  Fund'  shall  have  the  same  re- 
spective meanings  as  when  used  in  subchap- 
ter III  of  chapter  84  of  title  5,  United  States 
Code. 

"(5)  Coordination  with  other  provisions 
OF  law.— No  provision  of  law  not  contained 
in  this  title  shall  apply  for  purposes  of  deter- 
mining the  treatment  under  this  title  of  the 
Thrift  Savings  Fund  or  any  contribution  to, 
or  distribution  from,  such  Fund. " 

(b)  Conforming  Amendment.— Section 
3121(v)(3)  (defining  exempt  governmental 
deferred  compensation  plan)  is  amended  by 
striking  out  "and"  at  the  end  of  subpara- 
graph (A),  by  striking  out  the  period  at  the 
end  of  subparagraph  (B).  and  inserting  in 
lieu  thereof  ",  and",  and  by  inserting  after 
subparagraph  (B)  the  following  new  sub- 
paragraph: 

"(C)  the  Thrift  Saving  Fund  (within  the 
meaning  of  subchapter  III  of  chapter  84  of 
title  5,  United  States  Code).  " 

Subtitle  B— Employee  Benefit  Provisions 
PART   I— NONDISCRIMINATION    RULES    FOR 
CERTAIN  STATUTORY  EMPLOYEE  BENEFIT 
PLANS 

SEC.  iisL  sondiscrimination  rvles  for  cover- 
age AND  BENEFITS  UNDER  CERTAIN 

statutory     employee     benefit 

PLANS 

(a)  General  Rule.— Part  II  of  subchapter 
B  of  chapter  1  (relating  to  items  specifically 
included  in  gross  income)  is  amended  by 


UMI 


r  18,  1986 

ection  fiJ  the 
iERAL  Thrift 
OSes   of  this 

ind  shall  be 
ection  4011a) 
n  under  sec- 
distribution 
\haU  be  treat- 
tributions  to 
Jt;  and 
of  paragraph 
on  the  appli- 
tributions  to 
iot  be  treated 
<l€  to  an  em- 
contribution 
ee  or  Member 
Member  has, 
lapter  III  of 
tes  Code,  and 
an  election 
;  made  to  the 
d  by  the  em- 

njIREMENTS.— 

pply  to  the 
Fund  meets 
ments  (other 
to  coverage) 
bribed  in  sec- 
intributions. 
of  sections 
ig  to  no  dis- 
'lons  distrib- 
f  the  preced- 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24275 


J   PROVISIONS 

It  contained 
:)ses  of  deter- 
s  title  of  the 
tribution  to. 


(within  the 
lapter  84  of 

Provisions 
HULES    FOR 
?£•  BENEFIT 


adding  at  the  end  thereof  the  following  new 
section: 

"SEC.  SS.  BE\EFITS  PROVIDED  VNDER  CERTAIS  EM- 
PLOYEE BESEFIT  PL  ASS. 

"(a)  Benefits  Under  Discriminatory 
Plans.— 

"(If  In  general.— Notwithstanding  any 
provision  of  part  III  of  this  subchapter, 
gross  income  of  a  highly  compensated  em- 
ployee who  is  a  participant  in  a  discrimina- 
tory employee  benefit  plan  during  any  plan 
year  shall  include  an  amount  equal  to  such 
employee's  excess  benefit  under  such  plan 
for  such  plan  year 

"(2)  Year  of  inclusion.— Any  amount  in- 
cluded in  gross  income  under  paragraph  (1) 
shall  be  taken  into  account  for  the  taxable 
year  of  the  employee  with  or  within  which 
the  plan  year  ends. 

"(b)  Excess  Benefit.— For  purposes  of  this 
section— 

"(1)  In  general.— The  excess  benefit  of  any 
highly  compensated  employee  is  the  excess  of 
such  employee's  employer-provided  benefit 
under  the  plan  over  the  highest  permitted 
benefit 

-(2)  Highest  permitted  benefit— For  pur- 
poses of  paragraph  (IK  the  highest  permitted 
benefit  under  any  plan  shall  be  determined 
by  reducing  the  nontaxable  benefits  of 
highly  compensated  employees  ibeginning 
with  the  employees  with  the  greatest  nontax- 
able benefits/  until  such  plan  would  not  be 
treated  as  a  discriminatory  employee  benefit 
plan  if  such  reduced  benefits  were  taken 
into  account 

■'(31  Plans  of  same  TVPE.—In  computing 
the  excess  benefit  with  respect  to  any  bene- 
fit there  shall  be  taken  into  account  all 
plans  of  the  employer  of  the  same  type. 

■(4)  Nontaxable  benefits.— For  purposes 
of  this  subsection,  the  term  nontaxable  ben- 
efit' means  any  benefit  provided  under  a 
plan  to  which  this  section  applies  which 
(without  regard  to  subsection  (a)(l)l  is  ex- 
cludable from  gross  income  under  this  chap- 
ter. 

"(ci  Discriminatory  Employee  Benefit 
Plan.— For  purposes  of  this  section,  the  term 
discriminatory  employee  benefit  plan' 
means  any  statutory  employee  benefit  plan 
unless  such  plan  meets  the— 
"(1)  eligibility  requirements  of  subsection 

(d),  and 

"12 J  benefit  requirements  of  subsection  (e). 

"(d)  Eligibility  Requirements.— 

"(1)  In  general.— a  plan  meets  the  eligibil- 
ity requirements  of  this  subsection  for  any 
plan  year  if— 

■■(A)  at  least  90  percent  of  all  employees 
who  are  not  highly  compensated  employ- 

"(i)  are  eligible  to  participate  in  such  plan 
(or  in  any  other  plan  of  the  employer  of  the 
same  type),  and 

"(ii)  would  (if  they  participated)  have 
available  under  such  plans  an  employer-pro- 
vided benefit  which  is  at  least  SO  percent  of 
the  largest  employer-provided  benefit  avail- 
able under  all  such  plans  of  the  employer  to 
any  highly  compensated  employee, 

"IB)  at  least  50  percent  of  the  employees 
eligible  to  participate  in  such  plan  are  not 
highly  compensated  employees,  and 

"(C)  such  plan  does  not  contain  any  pro- 
vision relating  to  eligibility  to  participate 
which  (by  its  terms  or  otherwise)  discrimi- 
nates in  favor  of  highly  compensated  em- 
ployees. 

"(2)  Alternative  eugibiuty  percentage 
TEST.— A  plan  shall  be  treated  as  meeting  the 
reouirements  of  paragraph  (1)(B)  if— 

"(A)  the  percentage  determined  by  divid- 
ing the  nttmber  of  highly  compensated  em- 


ployees eligible  to  participate  in  the  plan  by 
the  total  number  of  highly  compensated  em- 
ployees, does  not  exceed 

"(B)  the  percentage  similarly  determined 
with  respect  to  employees  who  are  not  highly 
compensated  employees. 
"(e)  Benefit  Requirements.— 
"(1)  In  general.— a  plan  meets  the  benefit 
requirements  of  this  subsection  for  any  plan 
year  if  the  average  employer-provided  bene- 
fit received  by  employees  other  than  highly 
compensated  employees  under  all  plans  of 
the  employer  of  the  same  type  is  at  least  75 
percent  of  the  average  employer-provided 
benefit  received  by  highly  compensated  em- 
ployees under  all  plans  of  the  employer  of 
the  same  type. 

"(2)  Average  employer-provided  bene- 
fit—For  purposes  of  this  subsection,  the 
term  average  employer-provided  benefit' 
means,  with  respect  to  highly  compensated 
employees,  an  amount  equal  to— 

"(AJ  the  aggregate  employer-provided  ben- 
efits received  by  highly  compensated  em- 
ployees under  all  plans  of  the  type  being 
tested,  divided  by 

■■(B)  the  number  of  highly  compensated 
employees  (whether  or  not  covered  under 
such  plans/. 

The  average  employer-provided  benefit  with 
respect  to  employees  other  than  highly  com- 
pensated employees  shall  be  determined  in 
the  same  manner  as  the  average  employer- 
provided  benefit  for  highly  compensated  em- 
ployees. 

■■(fi  Special  Rule  Where  Health  or 
Group-Term  Plan  Meets  80-Percent  Cover- 
age Test.— If  at  least  80  percent  of  the  em- 
ployees who  are  not  highly  compensated  em- 
ployees are  covered  under  a  health  plan  or 
group-term  life  insurance  plan  during  the 
plan  year,  such  plan  shall  be  treated  as 
meeting  the  requirements  of  subsections  (d/ 
and  (e/  for  such  year.  The  preceding  sen- 
tence shall  not  apply  if  the  plan  does  not 
meet  the  requirements  of  subsection 
(d/(l/(C/  (relating  to  nondiscriminatory 
provisions/. 
"(g)  Operating  Rules.— 
"(1)  Aggregation  of  comparable  health 
plans.— In  the  case  of  health  plans  main- 
tained by  an  employer— 

"(A)  In  general.— An  employer  may  treat  a 
group  of  comparable  plans  as  1  plan  for  pur- 
poses of  applying  subsections  (d)(l/(B). 
(d)(2)  and  (f). 

"(B)  Comparable  plans.— For  purposes  of 
subparagraph  (A),  a  group  of  comparable 
plans  is  any  group  (selected  by  the  employ- 
er) of  plans  of  the  same  type  if  the  smallest 
employer-provided  benefit  aimilable  to  any 
participant  in  any  such  plan  is  at  least  95 
percent  of  the  largest  employer-provided 
benefit  available  to  any  participant  in  any 
such  plan. 

"(2)  Special  rules  for  applying  benefit 
requirements  to  health  plans.— 

"(A/  Election.— For  purposes  of  determin- 
ing whether  the  requirements  of  subsection 
(e)  are  met  with  respect  to  health  plans,  the 
employer  may  elect— 

"(i)  to  disregard  any  employee  if  such  em- 
ployee and  his  spouse  and  dependents  (if 
any)  are  covered  by  a  health  plan  providing 
core  benefits  maintained  by  another  employ- 
er, and 

"(ii)  to  apply  subsection  (e)  separately 
with  respect  to  coverage  of  spouses  or  de- 
pendents by  such  plans  and  to  take  into  ac- 
count with  respect  to  such  coverage  only  em- 
ployees with  a  spouse  or  dependents  who  are 
not  covered  by  a  health  plan  providing  core 
benefits  maintained  by  another  employer. 

"(B)  Sworn  STATTMENTS.-Any  employer 
who  elects  the  application  of  subparagraph 


(A)  shall  obtain   and  maintain,   in  such    . 
manner  as  the  Secretary  may  prescribe,  ade- 
quate   sworn    statements    to    demonstrate 
whether  individuals  have— 
"(i)  a  spouse  or  dependents,  and 
"(ii)  core  health  t>enefits  under  a  plan  of 
another  employer. 

The  Secretary  shall  provide  a  method  for 
meeting  the  requirements  of  this  suftpam- 
graph  through  the  twe  of  valid  sampZtn? 
techniques. 

"(C)  Presumption  where  no  statement.— 
In  the  absence  of  a  statement  described  in 
subparagraph  (B)— 

"(i)  an  employee  who  is  not  a  highly  com- 
pensated employee  shall  be  treated- 

■■(I)  as  not  covered  by  another  plan  of  an- 
other employer  providing  core  ttenefits.  and 
"(11/  as  having  a  spouse  and  dependents 
not  covered  by  another  plan  of  another  em- 
ployer providing  core  benefits,  and 

"(ii)  a  highly  compensated  employee  shall 
be  treated— 

"(1/  as  covered  by  another  plan  of  another 
employer  providing  core  benefits,  and 

"(11/  as  not  having  a  spouse  or  depend- 
ents. 

"(D/  Certain  individuals  may  not  be  disre- 
garded.—In  the  case  of  a  highly  compensat- 
ed employee  who  receives  employer-provided 
benefits  under  all  health  plans  of  the  em- 
ployer which  are  more  than  133'/]  percent  of 
the  average  employer-provided  t>enefit  under 
such  plan  for  employees  other  than  highly 
compensated  employees,  the  employer  may 
not  disregard  such  employee,  or  his  spouse 
or  dependents  for  purposes  of  clause  ^4^  or 
(ii/  of  subparagraph  (A/. 

"(3/  Employer-provided  benefit.— For  pur- 
poses of  this  section— 

"(A)  In  general.— Except  as  provided  in 
subsection  'k/,  an  employees  employer-pro- 
vided benefit  under  any  statutory  employee 
benefit  plan  is— 

"(i)  in  the  case  of  any  health  or  group- 
term  life  insurance  plan,  the  value  of  the 
coverage,  or 

■■(ii)  in  the  case  of  any  other  plan,  the 
value  of  the  benefits, 

provided  during  the  plan  year  to  or  on 
behalf  of  such  employee  to  the  extent  attrib- 
utable to  contributions  made  by  the  employ- 
er. 

"(B)  Special  rule  for  health  plans.— The 
value  of  the  coverage  provided  by  any  health 
plan  shall  be  determined  under  procedures 
prescribed  by  the  Secretary  which  shall— 

■■(1/  set  forth  the  values  of  various  stand- 
ard types  of  coverage  involving  a  represent- 
ative group,  and 

■■(ii)  provide  for  adjustments  to  take  into 
account  the  specific  coverage  and  group  in- 
volved. 
"(Ci  Special  rule  for  group-term  un 

PLANS.— 

■■(i)  In  general.— Except  as  provided  in 
clause  (li),  in  determining  the  value  of  cov- 
erage under  a  group-term  life  insurance 
plan,  the  amount  taken  into  account  for  any 
employee  shall  be  based  on  the  cost  of  the  in- 
surance determined  under  section  79(c)  for 
an  employee  who  is  age  40. 

"(ii)  Excess  benefit.— For  purposes  of  sub- 
section (b),  the  excess  t>enefit  with  respect  to 
coverage  under  a  group-term  life  insurance 
plan  shall  be  equal  to  the  greater  of— 

"(I)  the  cost  of  such  excess  benefit  (ex- 
pressed as  dollars  of  coverage)  determined 
without  regard  to  section  79(c),  or 

"(ID  such  cost  determined  with  regard  to 
section  79(c). 

"(D)  Salary  reductiohs.— Except  for  pur- 
poses of  subsectiotu  (d)(l)(A)(ii)  and  (})(S). 
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any  salary  reduction  shall  be  treated  as  an 
employer-provided  benefit 

"(4)  Election  to  test  plans  of  different 
types  together.— 

"/A)  In  general.— Except  as  provided  in 
subparagraph  IBJ.  the  employer  may  elect  to 
treat  all  plans  of  the  types  specified  in  such 
election  as  plans  of  the  same  type  for  pur- 
poses of  applying  subsection  <e). 

"(B)  Exception  for  health  plans. —Sub- 
paragraph I  A)  shall  not  apply  for  purposes 
of  determining  whether  any  health  plan 
meets  the  requirements  of  subsection  lel; 
except  that  benefits  provided  under  health 
plans  which  meet  such  requirements  may  be 
taken  into  account  in  determining  whether 
plans  of  other  types  meet  the  requirements  of 
subsection  (e). 

"(SJ  Separate  line  of  business  exception.— 
If,  under  section  414iri.  an  employer  is 
treated  as  operating  separate  lines  of  busi- 
ness for  a  year,  the  employer  may  apply  the 
preceding  provisions  of  this  section  sepa- 
rately with  respect  to  employees  in  each 
such  separate  line  of  business.  The  preceding 
sentence  shall  not  apply  to  any  plan  unless 
such  plan  is  available  to  a  group  of  employ- 
ees as  qualify  under  a  classification  set  up 
by  the  employer  and  found  by  the  Secretary 
not  to  be  discriminatory  in  favor  of  highly 
compensated  employees. 

"f6>  Special  rule  for  applying  eugibiljty 

REQUIREMENTS  AND  80-PERCENT  TEST  TO  HEALTH 

PLANS.— For  purposes  of  determining  whether 
the  requirements  of  subsection  idXlHAIlii) 
or  of  subsection  (f)  are  met  with  respect  to 
health  plans,  the  employer  may  elect— 

"(A)  to  apply  this  section  separately  with 
respect  to  coverage  of  spouses  and  depend- 
ents by  such  plans,  and 

"IB)  to  take  into  account  with  respect  to 
such  coverage  only  those  employees  with  a 
spouse  or  dependent  (determined  under 
rules  similar  to  the  rules  of  paragraphs  (2) 
(B)  and  (O). 

"(h)  Excluded  Employees.— 

"(1)  In  general.— The  following  employees 
shall  be  excluded  from  consideration  under 
this  section: 

"(A/  Employees  who  have  not  completed  1 
year  of  service  (or  in  the  case  of  core  bene- 
fits under  a  health  plan,  6  months  of  serv- 
ice). An  employee  shall  be  excluded  from 
consideration  until  the  1st  day  of  the  1st 
month  beginning  after  completion  of  the 
period  of  service  required  under  the  preced- 
ing sentence. 

"(B)  Employees  who  normally  work  less 
than  17'/,  hours  per  week. 

"(C)  Employees  who  normally  work  during 
not  more  than  6  months  during  any  year. 

"(D)  Employees  who  have  not  attained  age 
21. 

"(E)  Employees  who  are  included  m  a  unit 
of  employees  covered  by  an  agreement  which 
the  Secretary  finds  to  be  a  collective  bar- 
gaining agreement  t>etween  employee  repre- 
sentatives and  1  or  more  employers  if  there 
is  evidence  that  the  type  of  benefits  provided 
under  the  plan  was  the  subject  of  good  faith 
bargaining  between  the  employee  represent- 
atives and  such  employer  or  employers. 

"IF)  Employees  who  are  nonresident 
aliens  and  who  receive  no  earned  income 
(roithin  the  meaning  of  section  911(d)(2)) 
from  the  employer  which  constitutes  income 
from  sources  within  the  United  States 
(VDithin  the  meaning  of  section  861(a)(3)). 
Subparagraphs  (A),  (B),  IC),  and  ID)  shall  be 
applied  by  substituting  a  shorter  period  of 
service,  smaller  numt>er  of  hours  or  months, 
or  lower  age  specified  in  the  plan  for  the 
period  of  service,  number  of  hours  or 
months,  or  age  (as  the  case  may  be)  specified 
in  such  subparagraph. 


"(2)  Certain  exclusions  not  to  apply  if 
excluded  employees  covered.— Except  to 
the  extent  provided  in  regulations,  employ- 
ees shall  not  be  excluded  from  consideration 
under  any  subparagraph  of  paragraph  (1) 
(other  than  subparagraph  (F))  unless  no  em- 
ployee described  in  such  subparagraph  (de- 
termined with  regard  to  the  last  sentence  of 
paragraph  ID)  is  eligible  under  the  plan. 

"13)  Exclusion  must  apply  to  all  plans.— 

"lA)  In  GENERAL.-An  exclusion  shall  apply 
under  any  subparagraph  of  paragraph  ill 
(other  than  subparagraph  IF)  thereof)  only 
if  the  exclusion  applies  to  all  statutory  em- 
ployee benefit  plans  of  the  employer  of  the 
same  type.  In  the  case  of  a  cafeteria  plan,  all 
benefits  under  the  cafeteria  plan  shall  be 
treated  as  provided  under  plans  of  the  same 
type. 

"(B)  Exception.— Subparagraph  (A)  shall 
not  apply  to  any  difference  in  waiting  peri- 
ods for  core  and  noncore  txnefits  provided 
by  health  plans. 

"14)  Exception  for  separate  line  of  busi- 
ness.—If  any  line  of  business  is  treated  sepa- 
rately under  subsection  Ih)l5>,  then  para- 
graphs 12)  and  I3)  shall  be  applied  separate- 
ly to  such  line  of  business. 

"15)  Requirements  may  be  met  separately 

WITH  respect  to  EXCLUDED  GROUP.-Notwith- 

standing  paragraphs  12)  and  13),  if  employ- 
ees do  not  meet  minimum  age  or  service  re- 
quirements described  in  paragraph  111 
iwithoui  regard  to  the  last  sentence  thereof) 
and  are  covered  under  a  plan  of  the  employ- 
er which  meets  the  requirements  of  this  sec- 
tion separately  with  respect  to  such  employ- 
ees, such  employees  may  be  excluded  from 
consideration  in  determining  whether  any 
plan  of  the  employer  meets  the  requirements 
of  this  section. 

"ii)  Statutory  Employee  Benefit  Plan— 
For  purposes  of  this  section— 

"ID  In  GENERAL.— The  term  'statutory  em- 
ployee benefit  plan'  means— 

"lA)  an  accident  or  health  plan  iwithin 
the  meaning  of  section  lOSieli.  and 

"IB)  any  plan  of  an  employer  for  provid- 
ing group-term  life  insurance  Iwithin  the 
meaning  of  section  79). 

"12)  Employer  may  elect  to  treat  other 

PLANS  AS  statutory  EMPLOYEE  BENEFIT  PLAN.— 

An  employer  may  elect  to  treat  any  of  the 
following  plans  as  statutory  employee  bene- 
fit plans: 

"lAI  A  qualified  group  legal  services  plan 
Iwithin  the  meaning  of  section  120ib)i. 

"IB)  An  educational  assistance  program 
Iwithin  the  meaning  of  section  127ib)). 

"lO  A  dependent  care  assistance  program 
Iwithin  the  meaning  of  section  129id)i. 
An  election  under  this  paragraph  with  re- 
spect to  any  plan  shall  apply  with  respect  to 
all  plans  of  the  same  type  as  such  plan. 

"13)  Plans  of  the  same  type.— 2  or  more 
plans  shall  be  treated  as  of  the  same  type  if 
such  plans  are  described  in  the  same  sub- 
paragraph of  paragraph  ID  or  12). 

"ij)  Other  Definitions  and  Special 
Rules.— For  purposes  of  this  section— 

"ID  Highly  compensated  employee.— The 
term  'highly  compensated  employee'  has  the 
meaning  given  such  term  by  section  414lqi. 

"12)  Health  plan.— The  term  'health  plan' 
means  any  plan  described  in  paragraph 
IDIA)  of  subsection  Ii). 

"13)  Treatment  of  former  employees.— 
Except  to  the  extent  provided  in  regulations, 
this  section  shall  be  applied  separately  to 
former  employees  under  requirements  simi- 
lar to  the  requirements  that  apply  to  em- 
ployees. 

"(4)  Group-term  ufe  insurance  plans.— 

"lA)  In  general.— Any  group-term  life  in- 
surance plan  shall  not  be  treated  as  2  or 
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more  separate  plans  merely  because  the 
amount  of  life  insurance  under  the  plan  on 
behalf  of  employees  bears  a  uniform  rela- 
tionship to  the  compensation  Iwithin  the 
meaning  of  section  4141s))  of  such  employ- 
ees. 

"IB)  Limitation  on  compensation.— For 
purposes  of  subparagraph  I  A),  compensation 
in  excess  of  the  amount  applicable  under 
section  401la)ll7)  shall  not  be  taken  into  ac- 
count. 

"lO  Limitation. -This  paragraph  shall  not 
apply  to  any  plan  if  such  plan  is  combined 
with  plans  of  other  types  pursuant  to  an 
election  under  subsection  Ig)l4). 

"IS)  Special  rule  for  employees  working 
less  than  30  hours  per  week.— Any  health 
plan  shall  not  fail  to  meet  the  requirements 
of  this  section  merely  because  the  employer- 
provided  benefit  is  proportionately  reduced 
for  employees  who  normally  work  less  than 
30  hours  per  week.  The  preceding  sentence 
shall  apply  only  where  the  average  work 
week  of  employees  who  are  not  highly  com- 
pensated employees  is  30  hours  or  more. 

"16)  Treatment  of  self-employed  individ- 
uals.—In  the  case  of  a  statutory  employee 
benefit  plan  described  in  subparagraph  lA), 
IB),  or  iCi  of  subsection  Ii)i2)— 

"lAi  Treatment  as  employee,  etc.— The 
term  'employee'  includes  any  self-employed 
individual  las  defined  in  section  4011011)), 
and  the  term  compensation'  includes  such 
individual's  earned  income  las  defined  in 
section  401ic)l2i). 

"IB)  EMPLOYER.-An  individual  who  owns 
the  entire  interest  in  an  unincorporated 
trade  or  business  shall  be  treated  as  his  own 
employer.  A  partnership  shall  be  treated  as 
the  employer  of  each  partner  who  is  treated 
as  an  employee  under  subparagraph  I  A). 

"17)  Certain  plans  treated  as  meeting 
other  nondiscrimination  requirements.— if 
an  employer  makes  an  election  under  sub- 
section Ii)i2)  to  have  this  section  apply  to 
any  plan  and  such  plan  meets  the  require- 
ments of  this  section,  such  plan  shall  be 
treated  as  meeting  any  other  nondiscrim- 
ination requirement  imposed  on  such  plan 
lother  than  any  requirement  under  section 
1201013),  127ib)l3),  or  129id)l4l). 

"18)  Special  rules  for  certain  disposi- 
tions OR  ACQUISITIONS.— 

"lA)  In  general.— If  a  person  becomes,  or 
ceases  to  be,  a  member  of  a  group  described 
in  subsection  lb),  ic),  im),  or  lo)  of  section 
414,  then  the  requirements  of  this  section 
shall  be  treated  as  having  been  met  during 
the  transition  period  with  respect  to  any 
plan  covering  employees  of  such  person  or 
any  other  member  of  such  group  if— 

"HI  such  requirements  were  met  immedi- 
ately before  each  such  change,  and 

"Hi)  the  coverage  under  such  plan  is  not 
significantly  changed  during  the  transition 
period  lother  than  by  reason  of  the  change 
in  members  of  a  group). 

"IB)  Transition  period.— For  purposes  of 
subparagraph  lA).  the  term  'transition 
period'  means  the  period— 

"Ii)  beginning  on  the  date  of  the  change  in 
members  of  a  group,  and 

"lit)  ending  on  the  last  day  of  the  1st  plan 
year  beginning  after  the  date  of  such  change. 

"19)  Coordination  with  medicare,  etc.— If 
a  plan  may  be  coordinated  with  health  bene- 
fits provided  under  any  Federal  State,  or 
foreign  law  or  under  any  other  health  plan 
covering  the  employee  or  family  member  of 
the  employee,  such  plan  shall  not  fail  to 
meet  the  requirements  of  this  section  with 
respect  to  health  benefits  merely  because  the 
amount  of  such  benefits  provided  to  any  em- 
ployee or  family  member  of  any  employee 
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ore  coordinated  in  a  manner  which  does  not 
discriminate  in  favor  of  highly  compensated 
employees. 
"(10)  Disability  benefits.— 
"(A)  In  general.— If  a  plan  may  be  coordi- 
nated with  disability  benefits  provided 
under  any  Federal,  State,  or  foreign  law  or 
under  any  other  plan  covering  the  employee, 
such  plan  shall  not  fail  to  meet  the  require- 
ments of  this  section  with  respect  to  disabil- 
ity benefits  merely  because  the  amount  of 
such  benefits  provided  to  an  employee  are 
coordinated  in  a  manner  which  does  not 
discriminate  in  favor  of  highly  compensated 
employees. 

'UBI  Certain  disability  plans  exempt  from 
NONDISCRIMINATION  RULES.— Subscction  <a) 
shall  not  apply  to  any  disability  coverage 
other  than  disability  coverage  the  benefits  of 
which  are  excludable  from  gross  income 
under  section  105(bl  or  <c). 

••(11)  Separate  application  in  the  case  of 
OPTIONS.— Each  option  or  different  benefit 
shall  be  treated  as  a  separate  plan. 

••(k)  Requirement  That  Plan  Be  in  Writ- 
ing, Etc.— 

••(1)  In  general.— Notwithstanding  any 
provision  of  part  III  of  this  subchapter 
gross  income  of  an  employee  shall  include 
an  amount  equal  to  such  employee's  employ- 
er-provided benefit  for  the  taxable  year 
under  an  employee  benefit  plan  to  which 
this  subsection  applies  unless,  except  to  the 
extent  provided  in  regulations— 
••(A)  such  plan  is  in  writing. 
••(B)  the  employees'  rights  under  such  plan 
are  legally  enforceable. 

••(C)  employees  are  provided  reasonable 
notification  of  benefits  available  in  the 
plan, 

••(D)  such  plan  is  maintained  for  the  ex- 
clusive benefit  of  employees,  and 

••(E)  such  plan  was  established  with  the 
intention  of  being  maintained  for  an  indefi- 
nite period  of  time. 

Such  inclusion  shall  be  in  lieu  of  any  inclu- 
sion under  subsection  (a)  with  respect  to 
such  plan. 

■•(2)  Pla.ss  to  which  subsection  applies — 
This  subsection  shall  apply  to— 
••(A)  any  statutory  employee  benefit  plan, 
••(B)   a   qualified   tuition    reduction   pro- 
gram    (within     the    meaning    of    section 
117(d)), 

"(C)  a  cafeteria  plan  (within  the  meaning 
of  section  125), 

••(D)  a  fringe  benefit  program  providing 
no-additional-cost    services,    qualified    em- 
ployee    discounts,     or     employer-operated 
eating  facilities  which  are  excludable  from 
gross  income  under  section  132,  and 
••(E)  a  plan  to  which  section  505  applies. 
"(3)  Special  rule  for  determining  inclu- 
sion.—For  purposes  of  paragraph  (1),  an  em- 
ployee's employer-provided  benefit  shall  be 
the  value  of  the  benefits  provided  to  the  em- 
ployee. 
"(4)  Plans  to  which  contributions  are 

MADE   BY   MORE    THAN    I    EMPLOYER.— For  pur- 

poses  of  paragraph  (1)(D),  in  the  case  of  a 
plan  to  which  contributions  are  made  by 
more  than  1  employer,  each  employer  shall 
be  treated  as  employing  employees  of  all 
other  employers. 
"(I)  Reporting  Requirements.— 
"(1)  In  general.— If  an  employee  of  an  em- 
ployer maintaining  a  plan  is  required  to  in- 
clude any  amount  in  gross  income  under 
this  section  for  any  plan  year  ending  with 
or  unthin  a  calendar  year,  the  employer 
shall  separately  include  sxich  amount  on  the 
statement  which  the  employer  is  required  to 
provide  the  employee  under  section  6051  (a) 
(and  any  statement  required  to  be  furnished 
under  section  60Sl(d)J. 


"(2)  Penalty.— 

"For  penalty  for  failing  to  report,  tee  teetion 
6652(1). 

••(m)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  section,  including  regulations 
providing  for  appropriate  adjustments  in 
case  of  individuals  not  employees  of  the  em- 
ployer throughout  the  plan  year. " 

(b)  Penalty  for  Faiung  To  Report.— Sec- 
tion 6652  (relating  to  failure  to  file  informa- 
tion returns,  registration  statements,  etc.)  is 
amended  by  redesignating  subsection  (I)  as 
subsection  (m)  and  by  inserting  after  subsec- 
tion (k)  the  following  new  subsection: 

••(I)  Information  With  Respect  to  Includ- 
able Employee  Benefits.— 

'•(1)  In  general.— In  the  case  of  each  fail- 
ure to  include  any  amount  on  any  statement 
under  section  6051(a)  or  6051(d)  which  is  re- 
quired to  be  so  included  under  section  89(1). 
there  shall  be  paid,  on  notice  and  demand  of 
the  Secretary  and  in  the  same  manner  as 
tax,  the  amount  determined  under  para- 
graph (2). 

••(2)  Amount  of  additional  tax.— The 
amount  determined  under  this  paragraph 
shall  be  equal  to  the  product  of— 

••(A)  the  highest  rate  of  tax  imposed  by  sec- 
tion 1  for  taxable  years  beginning  in  the  cal- 
endar year  to  which  the  return  or  statement 
relates,  multiplied  by 

••(B)  the  employer-provided  benefit  (within 
the  meaning  of  section  89  without  regard  to 
subsection  (g)(3l  thereof)  with  respect  to  the 
employee  to  whom  such  failure  relates. 

••(3)  Reasonable  cause  exception— Para- 
graph (1)  shall  not  apply  to  any  failure  if  it 
is  shown  that  such  failure  is  due  to  reasona- 
ble cause. 

•14)  Coordination  with  other  penalties.— 
Any  penalty  under  this  subsection  shall  be 
in  addition  to  any  other  penally  under  this 
section  or  section  6678  with  respect  to  any 
failure. 

••(5)  Only  i  addition  per  employee  per 
YEAR.— Paragraph  (1)  shall  be  applied  only 
once  if  there  is  more  than  1  failure  with  re- 
spect to  any  amount 

(c)  Repeal  of  Certain  Existing  Nondis- 
crimination Rules.- 

(1)  Discriminatory  group-term  life  insur- 
ance PLANS.— Subsection  (d)  of  section  79  is 
amended  to  read  as  follows: 

••(d)  Nondiscrimination  Requirements.- In 
the  case  of  a  group-term  life  insurance  plan 
which  is  a  discriminatory  employee  benefit 
plan,  subsection  (a)(1)  shall  apply  only  to 
the  extent  provided  in  section  89.  " 

(2)  Discriminatory  self-insured  medical 
expense  reimbursement  plans.— Section  105 
(relating  to  amounts  received  under  acci- 
dent and  health  plans)  is  amended  by  strik- 
ing out  subsection  (h)  and  by  redesignating 
subsection  (i)  as  subsection  (h). 

(3)  Qualified  group  legal  services 
plans.— Section  120(b)  (defining  qualified 
group  legal  services  plan)  is  amended  to 
read  as  follows: 

••(b)  Qualified  Group  Legal  Services 
Plan.— For  purposes  of  this  section,  a  quali- 
fied group  legal  services  plan  is  a  separate 
plan  of  on  employer— 

"(1)  under  which  the  employer  provides 
specified  personal  legal  services  to  employ- 
ees (or  their  spouses  or  dependents)  through 
the  prepayment  of,  or  the  provision  in  ad- 
vance for,  any  portion  of  the  legal  fees  for 
such  services,  and 

"(2)  which  meets  the  requirements  of  sub- 
section tcJ  and  section  89(k). " 


(4)  Educational  assistance  programs.- 
Section  127(b)  (relating  to  educational  as- 
sistance programs)  is  amended— 

(A)  by  striking  out  paragraph  (1)  and  in- 
serting in  lieu  thereof  the  following  new 
paragraph: 

"(1)  In  general.— For  purposes  of  this  sec- 
tion, an  educational  assistance  program  is  a 
plan  of  an  employer— 

••(A)  under  which  the  employer  provides 
employees  with  educational  assistance,  and 

••(B)  which  meets  the  requirements  of 
paragraphs  (2)  through  (5)  and  section 
89(k). ",  and 

(B)  by  striking  out  paragraph  (6)  thereof 

(5)  Dependent  care  assistance  pro- 
crams.— Section  129(d)  (relating  to  depend- 
ent care  assistance  program)  is  amended— 

(A)  by  striking  out  paragraph  (1)  and  in- 
serting in  lieu  thereof  the  following  new 
paragraph: 

••(1)  In  general.— For  purposes  of  this  sec- 
tion, a  dependent  care  assistance  program  is 
a  plan  of  an  employer— 

••(A)  under  which  the  employer  provides 
employees  with  dependent  care  assistance, 
and 

••(B)  which  meets  the  requirements  of 
paragraphs  (2)  through  (6)  and  section 
89(k).",  and 

(B)  by  striking  out  paragraph  (6)  thereof, 
and  redesignating  paragraph  (7)  as  para- 
graph 16). 

(d)  Coordination  With  Cafeteria  Plans.— 
(1)  In  aENERAL.—Section  125  (relating  to 
cafeteria  plans)  is  amended  to  read  as  fol- 
lows: 

SEC.  I2S.  CAFETERIA  PLANS. 

••(a)  General  Rule.— In  the  case  of  a  cafe- 
teria plan— 

••(1)  amounts  shall  not  be  included  in 
gross  income  of  a  participant  in  such  plan 
solely  because,  under  the  plan,  the  partici- 
pant may  choose  among  the  benefits  of  the 
plan,  and 

••(2)  if  the  plan  fails  to  meet  the  require- 
ments of  subsection  (b)  for  any  plan  year— 

'•'A)  paragraph  (1)  shall  not  apply,  and 

■•(B)  notwithstanding  any  other  provision 
of  part  III  of  this  subchapter,  any  qualified 
benefits  received  under  such  cafeteria  plan 
by  a  highly  compensated  employee  for  such 
plan  year  shall  be  included  in  the  gross 
income  of  such  employee  for  the  taxable  year 
with  or  within  which  such  plan  year  ends. 

••(b)  Prohibition  Against  Discrimination 
AS  to  Eligibiltty  To  Participate.— 

••(1)  Highly  compensated  employees.— A 
plan  shall  be  treated  as  failing  to  meet  the 
requirements  of  this  subsection  unless  the 
plan  is  available  to  a  group  of  employees  as 
qualify  under  a  classification  set  up  by  the 
employer  and  which  the  Secretary  find  not 
to  be  discriminatory  in  favor  of  highly  com- 
pensated employees. 

••(2)  Key  employees.— In  the  case  of  a  key 
employee  (within  the  meaning  of  section 
416(i)(l)),  a  plan  shall  be  treated  as  failing 
to  meet  the  requirements  of  this  subsection 
if  the  qualified  benefits  provided  to  key  em- 
ployees under  the  plan  exceed  25  percent  of 
the  aggregate  of  such  benefits  provided  for 
all  employees  under  the  plan  For  purposes 
of  the  preceding  sentence,  qualified  benefits 
shaU  be  deUrmined  without  regard  to  the 
last  sentence  of  sutuection  (e). 

"(3)  Excludable  employees.— For  purposes 
of  this  subsection,  there  may  be  excluded 
from  consideration  employees  who  may  be 
excluded  from  consideration  under  section 
89(h). 

"(c)  Cafeteria  Plan  DEPiNCD.-For  pur- 
poses of  this  section— 
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"ID  In  general.— The  term  'cafeteria  plan' 
means  a  plan  which  meets  the  requirements 
of  section  89<kl  and  under  which— 
"(A)  all  participants  are  employees,  and 
"(B)  the  participants  may  choose— 
"tit  among  2  or  more  t)enefits  consisting  of 
cash  and  qualified  tienefits,  or 
"Hi)  among  2  or  more  qualified  benefits. 
"(2)    Deferred    compensation   plans   ex- 
cluded.— 

"(A)  In  general.— The  term  'cafeteria  plan' 
does  not  include  any  plan  which  provides 
for  deferred  compensation. 

"(B)  Exception  for  cash  and  deferred  ar- 
RANGEMENTS.-Subparagraph  (A)  shall  not 
apply  to  a  profit-sharing  or  stock  bonus 
plan  which  includes  a  qualified  cash  or  de- 
ferred arrangement  (as  defined  in  section 
401(k>(2))  to  the  extent  of  amounts  which  a 
covered  employee  may  elect  to  have  the  em- 
ployer pay  as  contributions  to  a  trust  under 
such  plan  on  behalf  of  the  employee. 

"(Ci  Exception  for  certain  plans  main- 
tained BY  educational  INSTITUTIONS. —Sub- 
paragraph (A)  shall  not  apply  to  a  plan 
maintained  by  an  educational  organization 
described  in  section  nO(bi(l)(A)(ii)  to  the 
extent  of  amounts  which  a  covered  employee 
may  elect  to  have  the  employer  pay  as  con- 
tributions for  post-retirement  group  life  in- 
surance if— 

"(i)  all  contributions  for  such  insurance 
must  be  made  before  retirement,  and 

"(ii)  such  life  insurance  does  not  have  a 
cash  surrender  value  at  any  time. 
For  purposes  of  section  79.  any  life  insur- 
ance described  in  the  preceding  sentence 
shall  be  treated  as  group-term  life  insurance, 
"(d)  Highly  Compensated  Employee.— For 
purposes  of  this  section,  the  term  "highly 
compensated  employee'  has  the  meaning 
given  such  term  by  section  414(q). 

"(e)  Qualified  Beneftts  Defined.— For  pur- 
poses of  this  section— 

"(I)  In  general.— The  term  qualified  bene- 
fit' means  any  benefit  which,  with  the  appli- 
cation of  subsection  (a),  is  not  includible  in 
the  gross  income  of  the  employee  by  reason 
of  an  express  provision  of  this  chapter 
(other  than  section  117.  124,  127,  or  132). 

"(2)  Certain  beneftts  included.— The  term 
'qualified  benefits'  includes— 

"(A)  any  group-term  life  insurance  which 
is  includible  in  gross  income  only  because  it 
exceeds  the  dollar  limitation  of  section  79, 
and 

"(B)  any  other  benefit  permitted  under 
regulations. 

"(f)  Collectively  Bargained  Plan  Not 
Considered  Discriminatory.— For  purposes 
of  this  section,  a  plan  shall  not  be  treated  as 
discriminatory  if  the  plan  is  maintained 
under  an  agreement  which  the  Secretary 
finds  to  be  a  collective  bargaining  agree- 
ment betu>een  employee  representatives  and 
one  or  more  employers. 
"(g)  Cross  References.— 

"For  rtporting  and  recordkeeping  requirementu, 
*te  tctiom  S039D. " 

(2)  Appucation  wtth  employment  taxes.— 

(A)  Section  3121(a)(S)  is  amended  by  strik- 
ing out  "or"  at  the  end  of  subparagraph  (El, 
by  inserting  "or"  at  the  end  of  subparagraph 
(F).  and  by  inserting  after  subparagraph  (Fi 
the  following  new  subparagraph: 

"(G)  under  a  cafeteria  plan  (within  the 
meaning  of  section  12S), " 

(B)  Section  330S(b)(5)  is  amended  by  strik- 
ing out  "or"  at  the  end  of  subparagraph  (E), 
tni  inserting  "or"  at  the  end  of  subparagraph 
(F),  and  by  inserting  after  subparagraph  (F) 
the  following  new  subparagraph: 

"(G)  under  a  cafeteria  plan  (within  the 
meaning  of  section  125). " 
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(C)  Section  209(e)  of  the  Social  Security 
Act  is  amended  by  inserting  before  the  semi- 
colon at  the  end  thereof  the  following:  ",  or 
(9)  under  a  cafeteria  plan  (within  the  mean- 
ing of  section  125  of  the  Internal  Revenue 
Code  of  1986)". 

(e)  Special  Rules  for  Controlled  Groups 
Etc.— 

(1)  In  general.— Section  414  is  amended 
by  adding  at  the  end  thereof  the  following 
new  subsection: 

"(t)  Application  of  Controlled  Group 
Rules  to  Certain  Employee  Benefits.— 

"(1)  In  GENERAL.-AU  employees  who  are 
treated  as  employed  by  a  single  employer 
under  subsection  (b),  (c),  or  (ml  of  section 
414  shall  be  treated  as  employed  by  a  single 
employer  for  purposes  of  an  applicable  sec- 
tion. The  provisions  of  subsection  (oi  of  sec- 
tion 414  shall  apply  with  respect  to  the  re- 
quirements of  an  applicable  section. 

"(21  Applicable  section.— For  purposes  of 
this  subsection,  the  term  applicable  section' 
means  section  79.  89.  106,  117(dl,  120    125 
127,  129,  132,  274(3),  or  505.  " 

(2)  Conforming  amendments.— 
(A)  Section  132(g)  (relating  to  special  rules 

relating  to  employer)  is  amended  to  read  as 
follows: 

"(g)  Reciprocal  Agreements.— For  pur- 
poses of  paragraph  (1)  of  subsection  (a),  any 
service  provided  by  an  employer  to  an  em- 
ployee of  another  employer  shall  be  treated 
as  provided  by  the  employer  of  such  employ- 
ee if— 

"(1)  such  service  is  provided  pursuant  to  a 
written  agreement  between  such  employers, 
and 

"(2)  neither  of  such  employers  incurs  any 
substantial  additional  costs  (including  fore- 
gone revenue)  in  providing  such  service  or 
pursuant  to  such  agreement.  " 

(BJ  Paragraph  (4)  of  section  505(b)  (relat- 
ing to  aggregation  rules)  is  amended  to  read 
as  follows: 

"(4)  Aggregation  rules.— At  the  election 
of  the  employer,  2  or  more  plans  of  such  em- 
ployer may  be  treated  as  1  plan  for  purposes 
of  this  subsection. " 

(f)  Benefits  Test  for  Dependent  Care  As- 
sistance Programs.— Section  129(d)  (relat- 
ing to  dependent  care  assistance  program) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

'(8)  Benefits.—  • 

"(A)  In  general.— a  plan  meets  the  require- 
ments of  this  paragraph  if  the  average  bene- 
fits provided  to  employees  who  are  not 
highly  compensated  employees  is  at  least  55 
percent  of  the  average  benefits  provided  to 
highly  compensated  employees. 

"(B)  Salary  reduction  agreements.— For 
purposes  of  subparagraph  (A),  in  the  case  of 
any  benefits  provided  through  a  salary  re- 
duction agreement,  there  shall  be  disregard- 
ed any  employees  whose  compensation 
(within  the  meaning  of  section  415(q)(7)l  is 
less  than  $25,000." 

(g)  Definition  of  Excludable  Employee.— 
ID  Section  120(c)(2)  is  amended  by  strik- 
ing out  the  last  sentence  thereof  and  insert- 
ing in  lieu  thereof  "For  purposes  of  this 
paragraph,  there  may  be  excluded  from  con- 
sideration employees  who  may  be  excluded 
from  consideration  under  section  89(h).  " 

(2)  Section  117(d)  is  amended  by  adding  at 
the  end  thereof  the  following  new  paragraph: 

"(4)  Exclusion  of  certain  employees.— For 
purposes  of  this  subsection,  there  may  be  ex- 
cluded from  consideration  employees  who 
may  be  excluded  from  consideration  under 
section  89(h). " 

(3)  Section  127(b)(2)  U  amended  by  strik- 
ing out  the  last  sentence  thereof  and  insert- 
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ing  in  lieu  thereof:  "For  purposes  of  this 
paragraph,  there  may  be  excluded  from  con- 
sideration employees  who  may  be  excluded 
from  consideration  under  section  89(h).  " 

(4)  Section  129(d)(3)  U  amended  by  strik- 
ing out  the  last  sentence  thereof  and  insert- 
ing in  lieu  thereof:  "For  purposes  of  this 
paragraph,  there  may  be  excluded  from  con- 
sideration employees  who  may  be  excluded 
from  consideration  under  section  89(h).  " 

(5)  Section  132(hi(l)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "For  purposes  of  this  paragraph 
and  subsection  (e),  there  may  be  excluded 
from  consideration  employees  who  may  be 
excluded  from  consideration  under  section 
89(h). " 

(6)  Paragraph  (2)  of  section  505(b)  is 
amended  to  read  as  follows: 

"(2)  Exclusion  of  certain  employees.— For 
purposes  of  paragraph  (1).  there  may  be  ex- 
cluded from  consideration  employees  who 
ma'y  be  excluded  from  consideration  under 
section  89(h). " 

(h)  Reporting  Requireme.vts.— 

(1)  In  general.— Section  6039D(d)  is 
amended  to  read  as  follows: 

"(d)  Definitions. -For  purposes  of  this  sec- 
tion— 

"(1)  Specified  fringe  benefit  plan.— The 
term  'specified  fringe  benefit  plan'  means 
any  plan  under  section  79.  105  106  120  125 
127,  or  129. 

"(2)  Applicable  EXCLU.HioN.—The  term  ap- 
plicable exclusion',  means,  with  respect  to 
any  specified  fringe  benefit  plan,  the  section 
specified  under  paragraph  (1)  under  which 
benefits  under  such  plan  are  excludable 
from  gross  income. " 

(2)  Information  required  to  be  report- 
ED.-Section  6039D(a)  is  amended  by  strik- 
ing out  "and"  at  the  end  of  paragraph  (4), 
by  striking  out  the  period  at  the  end  of  para- 
graph (5)  and  inserting  in  lieu  thereof  "', 
and",  and  by  inserting  after  paragraph  (5) 
the  following  new  paragraph: 

"(6)  the  number  of  highly  compensated 
employees  among  the  employees  described  in 
paragraphs  (11,  (2),  and  (3)." 

(3)  Additional  information.— Section 
6039B(c)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "The 
Secretary  may  require  returns  under  this 
subsection  only  from  a  representative  group 
of  employers. " 

(i)  Conforming  Amendments  to  Section 
414(n).— 

(1)  Paragraph  (1)  of  section  414(n)  is 
amended  by  striking  out  "pension  require- 
ments" and  inserting  in  lieu  thereof  "re- 
quirements". 

(2)  Subparagraph  (B)  of  section  414(n)(2) 
is  amended  by  inserting  (6  months  in  the 
case  of  core  health  benefits)  after  "1  year". 

'31  Paragraph  (3)  of  section  414(n)  is 
amended— 

(A)  by  striking  out  "Pension  require- 
ments" and  inserting  in  lieu  thereof  "Re- 
quirements", 

(B)  by  striking  out  "pension  require- 
ments" and  inserting  in  lieu  thereof  "re- 
quirements", and 

(C)  by  striking  out  "and"  at  the  end  of 
subparagraph  (A),  by  striking  out  the  period 
at  the  end  of  subparagraph  (B)  and  insert- 
ing in  lieu  thereof  ",  and",  and  by  adding  at 
the  end  thereof  the  following  new  subpara- 
graph: 

"(C)  sections  79,  89,  106.  117(d).  120.  125. 
127.  129.  132.  274(j).  and  505.  " 
(})  Other  Conforming  Amendments.— 
(D  The  table  of  sections  for  part  II  of  sub- 
chapter B  of  chapter  1  is  amended  by  adding 
at  the  end  thereof  the  following  new  item: 
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"Sec.  89.  Benefits  provided  under  certain 
employee  benefit  plans. " 

(2)  Subsection  (a)  of  section  106  (relating 
to  contributions  by  employer  to  accident 
and  health  plans/  is  amended  to  read  as  fol- 
lows: 

"(a)  In  General.— Gross  income  of  an  em- 
ployee does  not  include  employer-provided 
coverage  under  an  accident  or  health  plan. " 

(3J  Section  505(b)  is  amended  by  adding  at 
the  end  thereof  the  following  new  para- 
graph: 

"(6)  Compensation.— For  purposes  of  this 
subsection,  the  term  'compensation' has  the 
meaning  given  such  term  by  section  414(sl. " 

(k)  Effective  Dates.— 

(1)  In  general.— The  amendments  made  by 
this  section  shall  apply  to  years  beginning 
after  the  later  of  — 

(A)  December  31,  1987.  or 

(B)  the  earlier  of— 

(i)  the  date  which  is  3  months  after  the 
date  on  which  the  Secretary  of  the  Treasury 
or  his  delegate  issues  such  regulations  as  are 
necessary  to  carry  out  the  provisions  of  sec- 
tion 89  of  the  Internal  Revenue  Code  of  1986 
(as  added  by  this  section),  or 

(ii)  December  31,  1988. 

(2)  Special  rule  for  collective  bargain- 
ing PLAN.— In  the  case  of  a  plan  maintained 
pursuant  to  1  or  more  collective  bargaining 
agreements  between  employee  representa- 
tives and  1  or  more  employers  ratified  before 
March  1.  1986.  the  amendments  made  by  this 
section  shall  not  apply  to  employees  covered 
by  such  an  agreement  in  years  beginning 
tyefore  the  earlier  of— 

(A)  the  date  on  which  the  last  of  such  col- 
lective bargaining  agreements  terminates 
(determined  without  regard  to  any  exten- 
sion thereof  after  February  28,  1986),  or 

(B)  January  1.  1991. 

A  plan  shall  not  be  required  to  take  into  ac- 
count employees  to  which  the  preceding  sen- 
tence applies  for  purposes  of  applying  sec- 
tion 89  of  the  Internal  Revenue  Code  of  1986 
(as  added  by  this  section)  to  employees  to 
which  the  preceding  sentence  does  not  apply 
for  any  year  preceding  the  year  described  in 
the  preceding  sentence. 

(3)  Exception  for  certain  group-term  in- 
surance PLANS.— In  the  case  of  a  plan  de- 
scribed in  section  223(d)  (2)  of  the  Tax 
Reform  Act  of  1984,  such  plan  shall  be  treat- 
ed as  meeting  the  requirements  of  section  89 
of  the  Internal  Revenue  Code  of  1986  (as 
added  by  this  section)  with  respect  to  indi- 
viduals described  in  section  223(d)(2)  of 
such  Act.  An  employer  may  elect  to  disregard 
such  individuals  in  applying  section  89  of 
such  Code  'as  so  added)  to  other  employees 
of  the  employer 

(4)  Special  rule  for  church  plans.— In  the 
case  of  a  church  plan  (within  the  meaning 
of  section  414(e)(3)  of  the  Internal  Revenue 
Code  of  1986)  maintaining  an  insured  acci- 
dent and  health  plan,  the  amendments  made 
by  this  section  shall  apply  to  years  begin- 
ning ajter  December  31,  1988. 

(5)  Cafeteria  plans.— The  amendments 
made  by  subsection  (d)(2)  shall  apply  to  tax- 
able years  t>eginning  after  December  31, 
1983. 

PART  11— OTHER  PROVISIONS 

SEC.  IISI.  DEDVCTIBILITY  OF  HEALTH  INSl'RANCE 
COSTS  OF  SELF-EMPLOYED  INDIVID- 
UALS. 

(a)  General  Rule.— Section  162  (relating 
to  trade  or  business  expenses),  as  amended 
by  this  Act,  is  amended  by  redesignating 
subsection  (n)  as  subsection  (m)  and  by  in- 
serting after  subsection  (I)  the  foUovnng  new 
subsection: 


"(m)  Special  Rules  for  Health  Insurance 
Costs  of  Self-Employed  Individuals.— 

"(1)  In  general.— In  the  case  of  an  indi- 
vidual who  is  an  employee  within  the  mean- 
ing of  section  401(c)(1).  there  shall  t)e  al- 
lowed as  a  deduction  under  this  section  an 
amount  equal  to  25  percent  of  the  amount 
paid  during  the  taxable  year  for  insurance 
which  constitutes  medical  care  for  the  tax- 
payer, his  spouse,  and  dependents. 

"(2)  Limitations.— 

"(A)  Dollar  amount.— No  deduction  shall 
be  allowed  under  paragraph  (1)  to  the  extent 
that  the  amount  of  such  deduction  exceeds 
the  taxpayer's  earned  income  (within  the 
meaning  of  section  401(c)). 

"(B)  Required  coverage.— Paragraph  (1) 
shall  not  apply  to  any  taxpayer  for  any  tax- 
able year  unless  coverage  is  provided  under 
1  or  more  plans  meeting  the  requirements  of 
section  89.  treating  such  coverage  as  an  em- 
ployer-provided benefit 

■(C)  Other  coverage.— Paragraph  (II 
shall  not  apply  to  any  taxpayer  who  is  eligi- 
ble to  participate  in  any  subsidized  health 
plan  maintained  by  any  employer  of  the  tax- 
payer or  of  the  spouse  of  the  taxpayer. 

"131  Coordination  with  medical  deduc- 
tion.-Any  amount  paid  by  a  taxpayer  for 
insurance  to  which  paragraph  'V  applies 
shall  not  be  taken  into  account  in  comput- 
ing the  amount  allowable  to  the  taxpayer  as 
a  deduction  under  section  213(a). 

"(4)  Termination.— This  subsection  shall 
not  apply  to  any  taxable  year  beginning 
after  December  31,  1989. " 

(b)  Effective  Date.— 

Ill  In  general.— The  amendment  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31,  1986. 

(2)  Transitional  rule.— In  the  case  of  any 
year  to  which  section  89  of  the  Internal  Rev- 
enue Code  of  1986  does  not  apply,  section 
162(m)l2)(B)  of  such  Code  shall  be  applied 
by  substituting  any  nondiscrimination  re- 
quirements otherwise  applicable  for  the  re- 
quirements of  section  89  of  such  Code. 

(3)  Assistance.— The  Secretary  of  the 
Treasury  or  his  delegate  shall  provide  guid- 
ance to  self-employed  individuals  to  assist 
them  in  meeting  the  requirements  of  section 
89  of  the  Internal  Revenue  Code  of  1986 
with  respect  to  coverage  required  by  the 
amendments  made  by  this  section. 

SEC  IIS2.  2VEAR  EXTESSIOS  OF  EXCLISIOSS  FOR 

edlcatiosal  assistasce  programs 
and  groip  legal  pla.\s 

(a)  Educational  Assistance  Programs.— 

(1)  Extension.— Subsection  <d)  of  section 
127  (relating  to  termination  of  exclusion  for 
amounts  received  under  educational  assist- 
ance programs)  is  amended  by  striking  out 
"1985"  and  inserting  in  lieu  thereof  "1987". 

(2)  Increase  in  amount.— Paragraph  (2)  of 
section  127(a)  is  amended  by  striking  out 
"$5,000"  each  place  it  appears  in  the  text 
and  the  heading  thereof  and  inserting  in 
lieu  thereof  "$5,250". 

(b)  Group  Legal  Plans.— Subsection  (e)  of 
section  120  (relating  to  termination  of  ex- 
clusion for  amounts  received  under  quali- 
fied group  legal  services  plans)  is  amended 
by  striking  out  "1985"  and  inserting  in  lieu 
thereof  "1987". 

(c)  Effective  Dates.— 

(1)  Subsection  laj.—The  amendments 
made  by  subsection  (a)  shall  apply  to  tax- 
able years  beginning  after  December  31, 
1985. 

(2)  Subsection  (bi.—The  amendment  made 
fry  subsection  (b)  shall  apply  to  years  ending 
after  December  31.  1985. 

(3)  Cafeteria  plan  with  group  legal  bene- 
fits.— If,  vnthin  60  days  after  the  date  of  the 


enactment  of  this  Act,  an  employee  elects 
under  a  cafeteria  plan  under  section  125  of 
the  Internal  Revenue  Code  of  1986  coverage 
for  group  legal  t>enefits  to  which  section  120 
of  such  Code  applies,  such  election  may,  at 
the  election  of  the  taxpayer,  apply  to  ail 
legal  services  provided  during  1986.  The  pre- 
ceding sentence  shall  not  apply  to  any  plan 
which  on  August  16,  1986,  offered  such  group 
legal  benefits  under  such  plan. 
SEC.  1163.  n.ooc  umit  on  dependent  care  assist- 

A.\CE  EXCLUSION. 

(al  General  Rule.— Subsection  (a)  of  sec- 
tion 129  (relating  to  dependent  care  assist- 
ance programs)  is  amended  to  read  as  fol- 
lows: 

"(a)  Exclusion.— 

"(II  In  general.— Gross  income  of  an  em- 
ployee does  not  include  amounts  paid  or  in- 
curred by  the  employer  for  dependent  care 
assistance  provided  to  such  employee  if  the 
assistance  is  furnished  pursuant  to  a  pro- 
gram which  is  described  in  subsection  (dl. 

"(2)  Limitation  of  exclusion.— The  aggre- 
gate amount  excluded  from  the  gross  income 
of  the  taxpayer  under  this  section  for  any 
taxable  year  shall  not  exceed  $5,000  ($2,500 
in  the  case  of  a  separate  return  by  a  married 
individual). 

For  purposes  of  the  preceding  sentence,  mar- 
ital status  shall  be  determined  under  the 
rules  of  paragraphs  (3)  and  (4)  of  section 
21(e)." 

(b)  Treatment  of  Onsite  FACiuTiES.—Sub- 
section  (ei  of  section  129  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(81  Treatment  of  onsite  facilities.— In 
the  case  of  an  onsite  facility,  except  to  the 
extent  provided  in  regulations,  the  amount 
excluded  with  respect  to  any  dependent  shall 
be  based  on— 

"(Al  utilisation,  and 

"(Bi  the  value  of  the  services  provided. " 

(ci     Effective    Date.— The     amendments 
made  by  this  section  shalt  apply  to  taxabU 
years  beginning  after  December  31,  1986. 
SEC  1164.  tax  treatmest  of  faculty  housing. 

(al  In  General.— Section  119  (relating  to 
meals  or  lodging  furnished  for  the  conven- 
ience of  the  employer)  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsec- 
tion: 

"(d)  Lodging  Furnished  by  Certain  Edu- 
cational iNSTiTirrioNS  to  Employees.— 

"(1)  In  general.— In  the  case  of  an  employ- 
ee of  an  educational  institution,  gross 
income  shall  not  include  the  value  of  quali- 
fied campus  lodging  furnished  to  such  em- 
ployee during  the  taxable  year. 

"(2)  Exception  in  cases  of  inadequate 
RENT.— Paragraph  (1)  shall  not  apply  to  the 
extent  of  the  excess  of— 

"(A)  the  lesser  of— 

"(i)  5  percent  of  the  appraised  value  (as  of 
the  close  of  the  calendar  year  in  which  the 
taxable  year  begins)  of  the  qualified  campus 
lodging,  or 

"(ii)  the  average  of  the  rentals  paid  by  in- 
dividuals (other  than  employees  or  students 
of  the  educational  institution)  during  such 
calendar  year  for  lodging  provided  by  the 
educational  institution  which  is  compara- 
ble to  the  qualified  campus  lodging  provided 
to  the  employee,  over 

"(BI  the  rent  paid  by  the  employee  for  the 
qualified  campus  lodging  during  such  calen- 
dar year. 

"(3)  Qualified  campus  LODGiNO.-For  pur- 
poses of  this  sutisection,  the  term  'qualified 
campus  lodging'  means  lodging  to  which 
suljsection  (a)  does  not  apply  and  which  is— 
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"(A)  located  on,  or  in  the  proximity  of.  a 
campus  of  the  educational  institutioTU  and 

"<B)  furnished  to  the  employee,  his  spouse, 
and  any  of  his  dependents  by  or  on  behalf  of 
such  institution  for  use  as  a  residence. 

"14)  Educational  issTmmoN.—For  pur- 
poses of  this  paragraph,  the  term  education- 
al institution'  means  an  institution  de- 
scribed in  section  170(b)ll)(A)lii).". 

lb)  Effective  Date.— The  amendment 
made  by  subsection  fa)  shall  apply  to  tax- 
able years  beginning  after  December  31, 
198S. 

SEC.  llfS.  UMITATWS  0,V  ACCRVAL  OF  VACATION 
PAY. 

(a)  General  Rule.— Paragraph  (1)  of  sec- 
tion 463(al  (relating  to  accrual  of  vacation 
pay)  is  amended  by  striking  out  "and  ex- 
pected to  be  paid  during  the  taxable  year  or 
within  12  months  following  the  close  of  the 
taxable  year"  and  inserting  in  lieu  thereof 
"and  paid  during  the  taxable  year  or  within 
8'/,  months  following  the  close  of  the  taxable 
year". 

lb)  Effective  Date.— The  amendment 
made  by  subsection  la)  shall  apply  to  tax- 
able years  beginning  after  December  31, 
1986. 

SEC.  lltS.  TREATME.VT  OF  CERTAI.\  FILL-TIME  LIFE 
l.\SCRA.\CE  SALESME.y 

(a)  General  Rule.— Paragraph  120)  of  sec- 
tion 77011a)  Idefining  em,ployee)  is  amended 
by  striking  out  "and  106"  and  inserting  in 
lieu  thereof  "106.  and  125". 

lb)  Effective  Date.— The  amendment 
made  by  subsection  la)  shall  apply  to  years 
beginning  after  December  31,  1985. 

SEC  lis?.  E.}!TE.\SI0.\  of  DIE  DATE  FOR  STLDY  OF 
WELFARE  BESEFIT  PLASS. 

Section  5601b)  of  the  Tax  Reform  Act  of 
1984  is  amended  by  striking  out  "February 
1,  1985"  and  inserting  in  lieu  thereof  "the 
date  which  is  1  year  after  the  date  of  the  en- 
actment of  the  Tax  Reform  Act  of  1986". 

SEC  I  Its.  EXCLISI0.\  FROM  GROSS  ISCOME  OF  CER- 
TAIN MILITARY  BE.\EFITS 

la)  Exclusion  From  Gross  Income.— Part 
III  of  subchapter  B  of  chapter  1  Irelating  to 
items  specifically  excluded  from  gross 
income)  is  amended  by  redesignating  sec- 
tion 134  as  section  135  and  by  inserting 
after  section  133  the  following  new  section: 

-sec.  lU.  CERTAIS  MILITARY  BESEFITS. 

"la)  General  Rule.— Gross  income  shall 
not  include  any  qualified  military  benefit. 

"lb)  Qualified  Military  Benefit.— For  pur- 
poses of  this  section— 

"ID  In  general.— The  term  qualified  mili- 
tary t)enefit'  means  any  allowance  or  in- 
kind  benefit  which— 

"lA)  is  received  by  any  member  or  former 
member  of  the  uniformed  services  of  the 
United  States  or  any  dependent  of  such 
member  try  reason  of  such  member's  status 
or  service  as  a  member  of  such  uniformed 
services,  and 

"IB)  was  excludable  from  gross  income  on 
September  9,  1986,  under  any  provision  of 
law  or  regulation  thereunder  which  was  in 
effect  on  such  date  lother  than  a  provision 
of  thU  title). 

"12)  No  other  beneftt  to  be  excludable 
except  as  provided  by  this  Tm^.— Notwith- 
standing any  other  provision  of  law,  no  ben- 
Kfit  shall  be  treated  as  a  qualified  military 
benefit  unless  such  benefit— 

"lA)  is  a  benejit  described  in  paragraph 
(1).  or 

"IB)  is  excludable  from  gross  income 
under  this  title  without  regard  to  any  provi- 
sion of  law  which  is  not  contained  in  this 
title  and  which  is  not  contained  in  a  reve- 
nue Act 

"I3>  Limitations  on  modifications.- 


"lA)  In  general.— Except  as  provided  in 
subparagraph  IB),  no  modification  or  ad- 
justment of  any  qualified  military  benefit 
after  September  9.  1986,  under  any  provision 
of  law  or  regulation  described  in  paragraph 
11)  shall  6e  taken  into  account. 

"IB)  Exception  for  certain  adjustments 
to  cash  benefits.— Subparagraph  lA)  shall 
not  apply  to  any  adjustment  to  any  quali- 
fied military  benefit  payable  in  cash 
which— 

"li)  is  pursuant  to  a  provision  of  law  or 
regulation  las  in  effect  on  September  9. 
1986),  and 

"Hi)  is  determined  by  reference  to  any 
fluctuation  in  cost,  price,  currency,  or  other 
similar  index. " 

lb)  The  table  of  sections  for  part  III  of  sub- 
chapter B  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  134  and 
inserting  in  lieu  thereof  the  following  new 
items: 

"Sec.  134.  Certain  military  benefits. 
"Sec.  135.  Cross  references  to  other  Acts.  " 

Ic)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31.  1986. 

Subtitle  C— Changes  Relating  to  Employee  Stock 
Oitnership  Plant 

SEC.    1171.   REPEAL   OF  EMPLOYEE  STOCK   OHWER- 
SHIP  CREDIT. 

la)  In  General.— Section  41  Irelating  to 
employee  stock  ownership  credit)  is  hereby 
repealed. 

lb)  Technical  and  Conforming  Amend- 
ments.— 

ID  Subsection  lb)  of  section  38  is  amended 
by  striking  out  paragraph  14),  by  striking 
out  ",  plus"  at  the  end  of  paragraph  13)  and 
inserting  in  lieu  thereof  a  period,  and  by  in- 
serting "plus"  at  the  end  of  paragraph  12). 

12)  Subsection  Id)  of  section  38  is  amend- 
ed- 

lA)  by  striking  out  "1961a),  and  404li)" 
and  inserting  in  lieu  thereof  "and  1961a)", 
and 

IB)  by  striking  out  "41  la), ". 

13)  Subsection  Ic)  of  section  56  is  amended 
by  striking  out  the  last  sentence. 

14)  Subparagraph  IB)  of  section  108lb)l2) 
is  amended  by  striking  out  the  last  sentence. 

15)  Paragraph  121)  of  section  4011a)  is 
hereby  repealed. 

16)  Subsection  li)  of  section  404  Irelating 
to  deductibility  of  unused  portions  of  em- 
ployee stock  ownership  credit)  is  hereby  re- 
pealed. 

I7)IA)  Section  6699  Irelating  to  assessable 
penalties  relating  to  tax  credit  employee 
stock  ownership  plan)  is  hereby  repealed. 

IB)  The  table  of  sections  for  subchapter  B 
of  chapter  68  is  amended  by  striking  out  the 
item  relating  to  section  6699. 

Ic)  Effective  Date.— 

ID  In  general.— Except  as  provided  in 
paragraph  12),  the  amendments  made  by 
this  section  shall  apply  to  compensation 
paid  or  accrued  after  December  31.  1986,  in 
taxable  years  ending  after  such  date. 

12)  Sections  404<ii  and  eess  to  continue  to 
apply  to  PRE-I9S7  CREDITS.— The  provisions 
of  sections  404li)  and  6699  of  the  Internal 
Revenue  Code  of  1986  shall  continue  to 
apply  with  respect  to  credits  under  section 
41  of  such  Code  attributable  to  compensa- 
tion paid  or  accrued  before  January  1,  1987 
lor  under  section  38  of  such  Code  with  re- 
spect to  qualified  investment  t>efore  January 
1.  1983). 

SEC.  int.  ESTATE  TAX  DEDVCTION  FOR  PROCEEDS 
FROM  SALES  OF  EMPLOYER  SECURI- 
TIES 

(a)  In  General.— Part  IV  of  subchapter  A 
of  chapter  11  Irelating  to  taxable  estate)  is 
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amended  by  adding  at  the  end  thereof  the 
following  new  section: 

"SEC  20S7.  SALES  OF  EMPLOYER  SECURITIES  TO  EM- 
PLOYEE STOCK  OWNERSHIP  PLANS  OR 
WORKER-OWNED  COOPERATIVES 

"la)  General  Rule.— For  purposes  of  the 
tax  imposed  by  section  2001,  the  valiie  of  the 
taxable  estate  shall  be  determined  by  deduct- 
ing from  the  value  of  the  gross  estate  an 
amount  equal  to  50  percent  of  the  qualified 
proceeds  of  a  qualified  sale  of  employer  secu- 
rities. 

"lb)  Qualified  Sale.— For  purposes  of  this 
section,  the  term  'qualified  sale'  means  any 
sale  of  employer  securities  by  the  executor  of 
an  estate  to— 

"ID  an  employee  stock  ownership  plan  is 
described  in  section  4975ie)l7),  or 

"12)  an  eligible  worker-owned  cooperative 
Iwithin  the  meaning  of  section  10421c)). 

"lO  Qualified  Proceeds.— For  purposes  of 
this  section— 

"ID  In  general.— The  term  'qualified  pro- 
ceeds' means  the  amount  received  by  the 
estate  from  the  sale  of  employer  securities  at 
any  time  before  the  date  on  which  the  return 
of  the  tax  imposed  by  section  2001  is  re- 
quired to  be  filed  lincluding  any  exten- 
sions). 

"12)  Proceeds  from  certain  securities  not 
qualified.— The  term  qualified  proceeds' 
shall  not  include  the  proceeds  from  the  sale 
of  any  employer  securities  if  such  securities 
were  received  by  the  decedent— 

"lA)  in  a  distribution  from  a  plan  exempt 
from  tax  under  section  501  la)  which  meets 
the  requirements  of  section  4011a).  or 

'IB)  as  a  transfer  pursuant  to  an  option 
or  other  right  to  acquire  stock  to  which  sec- 
tion 83,  422.  422A.  423,  or  424  applies. 

"Id)  Written  Statement  Required.- 

"ID  In  general.— No  deduction  shall  be  al- 
lowed under  subsection  la)  unless  the  execu- 
tor of  the  estate  of  the  decedent  files  with  the 
Secretary  the  statement  described  in  para- 
graph 12). 

"12/  Statement.— A  statement  is  described 
in  this  paragraph  if  it  is  a  verified  written 
statement  of— 

"I A)  the  employer  whose  employees  are 
covered  by  the  plan  described  in  subsection 
lb)ll),  or 

"IB)  any  authorized  officer  of  the  coopera- 
tive described  in  subsection  Ib)l2), 
consenting   to   the   application   of  section 
4979A  with  respect  to  such  employer  or  coop- 
erative. 

"le)  Employer  Securities.— For  purposes 
of  this  section,  the  term  'employer  securities' 
has  the  meaning  given  such  term  by  section 
40911). 

"If/  Termination.— This  section  shall  not 
apply  to  any  sale  after  December  31,  1991. " 

lb)  Conforming  Amendments.— 

ID  Section  409ln)lD  is  amended— 

lA)  by  inserting  "or  section  2057"  after 
"section  1042", 

IB)  by  inserting  "or  any  decedent  if  the  ex- 
ecutor of  the  estate  of  such  decedent  makes  a 
qualified  sale  to  which  section  2057  ap- 
plies." after  "securities"  in  subparagraph 
iA)ii)  thereof,  and 

IC)  by  inserting  "or  the  decedent"  after 
"taxpayer"  in  subparagraph  IA)lii)  thereof. 

12)  Section  4979 A  is  amended— 

I  A)  by  inserting   "or  section  2057"  after 
"section  1042"  in  subsection  lb)ll)  thereof 
and 

IB)  by  inserting  "or  section  2057(d)"  after 
"section  1042(b)(3)(B)"  in  subsection  (c) 
thereof. 

(3)  The  table  of  sections  for  part  IV  of  sub- 
chapter A   of  chapter  11   is  amended  by 
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adding  at  the  end  thereof  the  following  new 
item: 

"Sec.  2057.  Sales  of  employer  securities  to 
employee  stock  ownership 
plans  or  worker-owned  coop- 
eratives. " 

(cJ  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  sales 
after  the  date  of  the  enactment  of  this  Act 
iDith  respect  to  which  an  election  is  made  by 
the  executor  of  an  estate  who  is  required  to 
file  the  return  of  the  tax  imposed  by  the  In- 
ternal Revenue  Code  of  1986  on  a  date  (in- 
cluding extensions/  after  the  date  of  the  en- 
actment of  this  Act. 

SEC.  1173.  PROtlSIO.\S  RELATISG  TO  LOAVS  ISED  TO 
ACQtiRE  EMPLOYER  SECIRITIES. 

(a)  Deduction  for  Dividends  Paid  To 
Repay  Loans.— 

(1)  In  general.— Paragraph  12)  of  section 
404<k)  /relating  to  dividend  paid  deduc- 
tions) is  amended  by  striking  out  "or"  at  the 
end  of  subparagraph  <AI,  by  striking  out  the 
period  at  the  end  of  subparagraph  (B)  and 
inserting  in  lieu  thereof  ",  or",  and  by  in- 
serting at  the  end  thereof  the  following  new 
subparagraph: 

"(C)  the  dividend  with  respect  to  employer 
securities  is  u^ed  to  make  payments  on  a 
loan  described  in  section  404(a)(9). " 

(2)  Conforming  amendment.— Section 
404(k)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "Any  de- 
duction under  paragraph  (2)(C)  shall  be  al- 
lowable in  the  taxable  year  of  the  corpora- 
tion in  which  the  dividend  is  used  to  repay 
the  loan  described  in  such  paragraph. " 

(b)  Secvrities  Acquisition  Loans.— 
(1)  Application  to  interest  received  by 
ric— 

(A)  In  general.— Section  133(a)  (relating 
to  exclusion  for  interest  on  certain  loans 
used  to  acquire  employer  securities)  is 
amended  by  striking  out  "or"  at  the  end  of 
paragraph  (2),  by  inserting  "or"  at  the  end 
of  paragraph  (3).  and  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(4)  a  regulated  investment  company  (as 
defined  in  section  851), ". 

(B)  Conforming  amendment.— Section 
852(b)(5)  is  amended  by  adding  at  the  end 
thereof  the  following  new  subparagraph: 

"(C)  Interest  on  certain  loans  used  to  ac- 
quire employer  securities.— For  purposes  of 
this  paragraph— 

"(i)  SO  percent  of  the  amount  of  any  loan 
of  the  regulated  investment  company  which 
qualifies  as  a  securities  acquisition  loan  (as 
defined  in  section  133)  shall  be  treated  as  an 
obligation  described  in  section  103(a).  and 

"(ii)  50  percent  of  the  interest  received  on 
such  loan  shall  be  treated  as  interest  exclud- 
able from  gross  income  under  section  103. " 

(2)  Securities  acquisition  loan.— Section 
133(b)(1)  (defining  securities  acquisition 
loan)  is  amended  to  read  as  follows: 

"(1)  In  general.— For  purposes  of  this  sec- 
tion, the  term  'securities  acquisition  loan' 
means— 

"(A)  any  loan  to  a  corporation  or  to  an 
employee  stock  ownership  plan  to  the  extent 
that  the  proceeds  are  used  to  acquire  em- 
ployer securities  for  the  plan,  or  are  used  to 
refinance  such  a  loan,  or 

"(B)  any  loan  to  a  corporation  to  the 
extent  that,  toithin  30  days,  employer  securi- 
ties are  transferred  to  the  plan  in  an 
amount  equal  to  the  proceeds  of  such  loan 
and  such  securities  are  allocable  to  accounts 
of  plan  participants  within  1  year  of  the 
date  of  such  loan,  except  that  this  subpara- 
graph shall  not  apply  to  any  loan  the  com- 
mitment period  of  which  exceeds  7  years. 


For  purposes  of  this  paragraph,  the  term 
'employer  securities'  has  the  meaning  given 
such  term  by  section  409(1). " 
(c)  Effective  Dates.— 

(1)  Dividends.— The  amendments  made  by 
subsection  (a)  shall  apply  to  dividends  paid 
in  taxable  years  beginning  after  the  date  of 
the  enactment  of  this  Act 

(2)  Subsection  (b>.— 
(A)  The  amendments  made  by  subsection 

(b)(1)  shall  apply  to  loans  used  to  acquire 
employer  securities  after  the  date  of  the  en- 
actment of  this  Act,  including  loans  used  to 
refinance  loans  used  to  acquire  employer  se- 
curities before  such  date  if  such  loans  were 
used  to  acquire  employer  securities  after 
May  23.  1984. 

(BXi)  Section  133(b)(1)(A)  of  the  Internal 
Revenue  Code  of  1986,  as  amended  by  sub- 
section (b)(2).  shall  apply  to  any  loan  used 
to  refinance  a  loan  which— 

(I)  met  the  requirements  of  section 
133(b)(1)  (as  in  effect  when  such  loan  was 
entered  into),  and 

(II)  was  used  to  acquire  securities  after 
July  18,  1984. 

(ii)  If  a  loan  described  in  clause  (i>  has  a 
term  of  greater  than  7  years,  clause  (i)  shall 
apply  only  to  interest  accruing  on  such  loan 
during  the  first  7  years. 

(C)  Section  133(b)(1)(B)  of  the  Internal 
Revenue  Code  of  1986,  as  added  by  subsec- 
tion (b)(2),  shall  apply  to  loans  incurred 
after  the  dale  of  enactment  of  this  Act. 

SEC.    1174.   REQIIREME.VTS  FOR  EMPLOYEE  STOCK 
OVSERSHIP  PLASS. 

(ai  Distributions  on  Plan  Terminations 
Permitted.— 

(1)  In  general.— Paragraph  (1)  of  section 
409(d)  (requiring  that  employer  securities 
must  stay  in  the  plan)  is  amended  by  strik- 
ing out  "or  separation  from  service"  and  in- 
serting in  lieu  thereof  "separation  from 
service,  or  termination  of  the  plan". 

(2)  Effective  date.— The  amendment  made 
by  this  subsection  shall  apply  to  plan  termi- 
nations after  December  31,  1984. 

(b)  Distribution  and  Payment  Require- 
ments.— 

(1)  In  general.— Section  409  (relating  to 
qualifications  for  employee  stock  ownership 
plans)  is  amended  by  redesignating  subsec- 
tion (o)  as  subsection  (p)  and  by  inserting 
after  subsection  (n)  the  following  new  sub- 
section: 

"(o)  Distribution  and  Payment  Require- 
ments.—A  plan  meets  the  requirements  of 
this  siibsection  if— 

"(1)  Distribution  requirement.— 

"(A)  In  general.— The  plan  provides  that, 
unless  the  participant  otherwise  elects,  the 
distribution  of  the  participant's  account 
balance  in  the  plan  will  commence  not  later 
than  1  year  after  the  close  of  the  plan  year— 

"(i)  in  which  the  participant  separates 
from  service  by  reason  of  the  attainment  of 
normal  retirement  age  under  the  plan,  dis- 
ability, or  death  or 

"(ii)  which  is  the  5th  plan  year  following 
the  plan  year  in  which  the  participant  oth- 
erwise separates  from  service,  except  that 
this  clause  shall  not  apply  if  the  participant 
is  reemployed  by  the  employer  before  such 
year. 

"(B)  Exception  for  certain  financed  secu- 
RJTIES.—For  purposes  of  this  subsection,  the 
account  balance  of  a  participant  shall  not 
include  any  employer  securities  acquired 
with  the  proceeds  of  the  loan  described  in 
section  404(a)(9)  until  the  close  of  the  plan 
year  in  which  such  loan  is  repaid  in  full 

"(C)     LlMFTED     DISTRIBUTION     PERtOD.—The 

plan  provides  that,  unless  the  participant 
elects  otherwise,  the  distribution  of  the  par- 


ticipant's account  balance  mil  be  in  sulh 
stantially  equal  periodic  payments  (not  less 
frequently  than  annually)  over  a  period  not 
longer  than  the  greater  of— 
"(i)  5  years,  or 

"(ii)  in  the  case  of  a  participant  with  an 
account  balance  in  excess  of  tSOO.OOO,  5 
years  plus  1  additional  year  (but  not  more 
than  5  additional  years)  for  each  $100,000  or 
fraction  thereof  by  which  such  balance  ex- 
ceeds $500,000. 

"(2)  Cost-of-living  adjustment.— The  Sec- 
retary shall  adjust  the  dollar  amounts  under 
paragraph  (IXC)  at  the  same  time  ond  ivr 
the  same  manner  as  under  section  41S(d)." 

(2/  Conforming  amendments.— Sections 
409(a)(3)  is  amended  by  striking  out  "and 
(h)"  and  inserting  in  lieu  thereof  "(h),  and 
(o)". 

(3)     Effective    date.— The    amendments 
made  by  this  subsection  shall  apply  to  dis- 
tributions   attributable    to    stock    acquired 
after  December  31,  1986. 
(CI  Put  Option  Requirements.— 
(1)  Pa  yment  req  uirement.  — 
I  A)  In  GENERAL-Subsection  (h)  of  section 
409  (relating  to  right  to  demand  employer 
securities:  put  option)  is  amended  by  adding 
at  the  end  thereof  the  following  new  para- 
graphs: 

"(5)  Payment  requirement  for  total  dis- 
tribution.—If  an  employer  is  required  to  re- 
purchase employer  securities  which  are  dis- 
tributed to  the  employee  as  part  of  a  total 
distribution,  the  requirements  of  paragraph 
(1)(B)  shall  be  treated  as  met  if— 

■■(A)  the  amount  to  be  paid  for  the  employ- 
er securities  is  paid  in  substantially  equal 
periodic  payments  (not  less  frequently  than 
annually)  over  a  period  beginning  not  later 
than  30  days  after  the  exercise  of  the  put 
option  described  in  paragraph  (4)  and  not 
exceeding  5  years,  and 

"(Bi  there  is  adequate  security  provided 
and  reasonable  interest  paid  on  the  unpaid 
amounts  referred  to  in  subparagraph  (A). 
For  purposes  of  this  paragraph,  the  term 
'total  distribution'  means  the  distribution 
within  1  taxable  year  to  the  recipient  of  the 
balance  to  the  credit  of  the  recipients  ac- 
count 

"(6)  Payment  requirement  for  install- 
ment distributions.— If  an  employer  is  re- 
quired to  repurchase  employer  securities  as 
part  of  an  installment  distribution,  the  re- 
quirements of  paragraph  (1)(BI  shall  be 
treated  as  met  if  the  amount  to  &e  paid  for 
the  employer  securities  is  paid  not  later 
than  30  days  after  the  exercise  of  the  put 
option  described  in  paragraph  (4).  ' 

(B)  Effective  date.— The  amendment 
made  by  this  paragraph  shall  apply  to  dis- 
tributions attributable  to  stock  acquired 
after  December  31,  1986,  except  that  a  plan 
may  elect  to  have  such  amendment  apply  to 
all  distributions  after  the  date  of  the  enact- 
ment of  this  Act 

(2)  Put  option  requirement  extended  to 
stock  bonus  plans.— 

(A)  In  general.— Section  401(a)(23)  is 
amended  to  read  as  follows: 

"(23)  A  stock  bonus  plan  shall  not  be  treat- 
ed as  meeting  the  requirements  of  this  sec- 
tion unless  such  plan  meets  the  require- 
ments of  subsections  (h)  and  (o)  of  section 
409.  except  that  in  applying  section  409(h) 
for  purposes  of  this  paragraph,  the  term  'em- 
ployer securities'  shall  include  any  securi- 
ties of  the  employer  held  by  the  plan. " 

(B)  Effective  date.— The  amendment 
made  by  this  paragraph  shall  apply  to  dis- 
tributions attributable  to  stock  acquired 
after  Decemt>er  31.  1986. 

(d)  NoNDiscRiMiNA-noN  Requirements.— 
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11)  In  QENERjiL.— Subparagraph  (A)  of  sec 
tion  41S(ct(6)  is  amended  by  striking  out 
"the  group  of  employees  consisting  of  offi- 
cers, shareholders  owning  more  than  10  per- 
cent of  the  employer's  stock  (determined 
under  subparagraph  (B)(iv)),  or  employees 
described  in  subparagraph  (BJtiii/"  and  in- 
serting in  lieu  thereof  "highly  compensated 
employees  fvnthin  the  meaning  of  section 
414tq))". 

121  CONFORMINO  AMENDMENTS. — 

(A)  Subparagraph  (B)  of  section  41Slc>(S) 
is  amended  by  striking  out  clauses  (iiiJ  and 
HvJ  thereof. 

tB)  Subparagraph  IC)  of  section  415fc/f6J 
is  amended  by  striking  out  "the  group  of  em- 
ployees consisting  of  officers,  shareholders 
owning  more  than  10  percent  of  the  employ- 
er's stock  (determined  under  subparagraph 
(BXivU,  or  employees  described  in  subpara- 
graph (BXiii)"  and  inserting  in  lieu  thereof 
'highly  compensated  employees  (within  the 
meaning  of  section  414(q))". 

(3)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  years 
beginning  after  December  31.  1986. 

sec    IITi.    ADDITIOSAL    <ilAUFI(ATIO.\   REQIIRK. 
MESTS. 

(a)  Addttional  Qvalification  Require- 
ments FOR  Employee  Stock  Ownership 
Plans.  — 

(1)  In  general.— Subsection  (at  of  section 
401  (relating  to  qualified  pension,  profit- 
sharing,  and  stock  bonus  plans),  as  amend- 
ed by  this  Act,  is  amended  by  inserting  after 
paragraph  (27/  the  following  new  para- 
graph' 

"(28)  Additional  requirements  relating 
to  employee  stock  ownership  plans.  — 

"(A)  In  general.— In  the  case  of  a  trust 
which  is  part  of  an  employee  stock  owner- 
ship plan  (within  the  tneaning  of  section 
4975(eJ(7>)  or  a  plan  which  meets  the  re- 
quirements of  section  409(a).  such  trust 
shall  not  constitute  a  qualified  trust  under 
this  section  unless  such  plan  meets  the  re- 
quirements of  subparagraphs  (B)  and  (C). 

"(B)  Diversification  of  investments.  — 

"(i)  In  general.— A  plan  meets  the  require- 
ments of  this  subparagraph  if  each  qualified 
participant  in  the  plan  may  elect  within  90 
days  after  the  close  of  each  plan  year  in  the 
qualified  election  period  to  direct  the  plan 
as  to  the  investment  of  at  least  25  percent  of 
the  participant's  account  in  the  plan  (to  the 
extent  such  portion  exceeds  the  amount  to 
which  a  prior  election  under  this  subpara- 
graph applies).  In  the  case  of  the  election 
year  in  which  the  participant  can  make  his 
last  election,  the  preceding  sentence  shall  be 
applied  by  substituting  '50  percent'  for  '25 
percent'. 

"(ii)  Method  of  meeting  requirements.— a 
plan  shall  be  treated  as  meeting  the  require- 
ments of  clause  (it  if— 

"(I)  the  portion  of  the  participant's  ac- 
count covered  by  the  election  under  clause 
Ii)  is  distributed  toithin  90  days  after  the 
period  during  which  the  election  may  be 
made,  or 

"(ID  the  plan  offers  at  least  3  investment 
options  (not  inconsistent  with  regulations 
prescribed  by  the  Secretary)  to  each  partici- 
pant making  an  election  under  clause  (i). 

"(Hi)  QVAUFiED  participant.— For  purposes 
of  this  subparagraph,  the  term  qualified 
participant'  meaTis  any  employee  who  has 
completed  at  least  10  years  of  participation 
under  the  plan  and  has  attained  age  55. 

"(iv)  Qualified  election  period.— For  pur- 
poses of  this  subparagrapfi,  the  term  'quali- 
fied  election  period'  means  the  5-plan-year 
period  t>eginning  with  the  plan  year  after 
the  tOan  year  in  which  the  participant  at- 
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tains  age  55  (or,  if  later,  beginning  with  the 
plan  year  after  the  1st  plan  year  in  which 
the  individual  1st  became  a  qualified  partic- 
ipant). 

"(C)  Use  of  independent  appraiser.— A 
plan  meets  the  requirements  of  this  subpara- 
graph if  all  valuatioTis  of  employer  securi- 
ties which  are  not  readily  tradable  on  an  es- 
tablished securities  market  with  respect  to 
activities  carried  on  by  the  plan  are  by  an 
independent  appraiser.  For  purposes  of  the 
preceding  sentence,  the  term  independent 
appraiser'  means  any  appraiser  meeting  re- 
quirements similar  to  the  requirements  of 
the  regulations  prescribed  under  section 
170(a)(1)." 

(2)  Effective  date.— The  amendment  made 
by  this  subsection  shall  apply  to  stock  ac- 
quired after  December  31,  1986. 
.SBC  IITS.  SPECIAL  E.SOP REQriREME.VrS. 

(at  In  General. -Section  401(a)(22)  (relat- 
ing to  qualified  pension,  profit  sharing  and 
stock  bonus  plans)  is  amended  by  inserting 
at  the  end  thereof  the  following  new  sen- 
tence: "The  requirements  of  subsection  (e)  of 
section  409  shall  not  apply  to  any  employees 
of  an  employer  who  are  participants  in  any 
defined  contribution  plan  established  and 
maintained  by  such  employer  if  the  stock  of 
such  employer  is  not  publicly  traded  and  the 
trade  or  business  of  such  employer  consists 
of  publishing  on  a  regular  basis  a  newspa- 
per for  general  circulation. " 

(b)  Section  409(1)  is  amended  by  adding  at 
the  end  thereof  the  following  new  para- 
graph: 

"(4)  Nonvoting  common  stock  may  be  ac- 
quired IN  certain  cases.— Nonvoting 
common  stock  of  an  employer  described  in 
the  last  sentence  of  section  401(a)(22)  shall 
be  treated  as  employer  securities  if  an  em- 
ployer has  a  class  of  nonvoting  common 
stock  outstanding  and  the  specific  shares 
that  the  plan  acquires  have  been  issued  and 
outstanding  for  at  least  24  months.  " 

(c)  Effective  Dates.— The  amendment 
made  by  subsection  (a)  shall  be  effective  De- 
cember 31.  1986.  The  amendment  made  by 
subsection  (b)  shall  apply  to  acquisitions  of 
securities  after  December  31.  1986. 

.SEC  1177.  TRASSmOS  RILES. 

(a)  Section  1171. -The  amendments  made 
by  section  1171  shall  not  apply  in  the  case  of 
a  tax  credit  employee  stock  ownership  plan 
if— 

(1)  such  plan  was  favorably  approved  on 
September  23,  1983,  by  employees,  and 

(2)  not  later  than  January  11,  1984,  the 
employer  of  such  employees  was  100  percent 
owned  by  such  plan. 

(b)  Subtitle  Not  To  Apply  to  Certain 
Newspaper.— The  amendments  made  by  this 
subtitle  shall  not  apply  to  any  daily  newspa- 
per— 

(1)  which  was  first  published  on  December 
17.  1855,  and  which  began  publication 
under  its  current  name  in  1954,  and 

(2)  which  is  published  m  a  constitutional 
home  rule  city  (within  the  meaning  of  sec- 
tion 143(d)(3)(C)  of  the  Internal  Revenue 
Code  of  1986)  which  has  a  population  of  less 
than  2.500,000. 

TITLE  XII-FOREIGN  TAX  PROVISIONS 
Subtitle  A— Foreign  Tax  Credit  Modirications 
SEC.  I2»l.  SEPARATE  APPLICATIOS  OF  SECTIOS  »04 
WITH  RESPECT  TO  CERTAIS  CATEGO- 
RIES OF  INCOME. 

la)  General  Rule.— Paragraph  (1)  of  sec- 
tion 904(d)  (relating  to  separate  application 
of  section  904  with  respect  to  certain 
income)  is  amended  by  striking  out  sub- 
paragraph (A),  by  redesignating  subpara- 
graphs (B),   (C),   (D),  and  IE)  as  subpara- 
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graphs  (F),  IG).  IH).  and  ID,  respectively, 
and  by  ijiserting  before  subparagraph  IF) 
(as  so  redesignated)  the  following  new  sub- 
paragraphs: 

"(A)  passive  income, 

"(B)  high  withholding  tax  interest, 

"(C)  financial  services  income, 

"(D)  shipping  income, 

"(E)  dividends  from  each  noncontroUed 
section  902  corporation, ". 

(b)  Categories  Defined.— Subsection  Id)  of 
section  904  is  amended  by  striking  out  para- 
graphs (2)  and  (3)  and  inserting  in  lieu 
thereof  the  following  new  paragraphs: 

"(2)  Definitions  and  special  rules.—Fot 
purposes  of  this  subsection— 

"(A)  Passive  income.— 

"(i)  In  general.— Except  as  otherwise  pro- 
vided in  this  subparagraph.  Die  term  'pas- 
sive income'  means  any  income  received  or 
accrued  by  any  person  which  is  of  a  kind 
which  would  be  foreign  personal  holding 
company  income  (as  defined  in  section 
954(ct). 

"(ii)  Certain  amounts  included.— The  term 
'passive  income'  includes  any  amount  in- 
cludible in  gross  income  under  section  551 
or  section  1293  (relating  to  certain  passive 
foreign  investment  companies). 

"(Hi)  Exceptions.— The  term  passive 
income'  shall  not  include— 

"(It  any  income  described  in  a  subpara- 
graph of  paragraph  (1)  other  than  subpara- 
graph (At. 

"(lit  any  export  financing  interest, 

"(III)  any  high-taxed  income,  and 

"(IV)  any  foreign  oil  and  gas  extraction 
income  (as  defined  in  section  907(c)). 

"(B)  High  withholding  tax  interest.— 

"(i)  In  GENERAL.— Except  as  otherwise  pro- 
vided in  this  subparagraph,  the  term  high 
withholding  tax  interest'  means  any  interest 
if- 

"(It  such  interest  is  subject  to  a  withhold- 
ing tax  of  a  foreign  country  or  possession  of 
the  United  States  (or  other  tax  determined 
on  a  gross  basist,  and 

"(lit  the  rate  of  such  tax  applicable  to 
such  interest  is  at  least  5  percent. 

"(lit  Exception  for  export  financing.— 
The  term  high  withholding  tax  interest' 
shall  not  include  any  export  financing  inter- 
est. 

"(Hit  Regulations.— The  Secretary  may  by 
regulations  provide  that  amounts  (not  oth- 
erwise high  withholding  tax  interest)  shall 
be  treated  as  high  withholding  tax  interest 
where  necessary  to  prevent  avoidance  of  the 
purposes  of  this  subparagraph. 
"(Ct  Financial  services  income.- 
"(it  In  general.— Except  as  otherwise  pro- 
vided in  this  subparagraph,  the  term  "finan- 
cial services  income'  means  income  received 
or  accrued  by  any  person  which  is  not  pas- 
sive income  (determined  without  regard  to 
subparagraph  (AKtiitdt  and  which— 

""(It  is  derived  in  the  active  conduct  of  a 
banking,  financing,  or  similar  business,  or 
derived  from  the  investment  by  an  insur- 
ance company  of  its  unearned  premiums  or 
reserves  ordinary  and  necessary  for  the 
proper  conduct  of  its  insurance  business, 

"(II)  is  of  a  kind  which  would  be  insur- 
ance income  as  defined  in  section  953(a)  de- 
termined without  regard  to  Uiose  provisions 
of  paragraphs  (1)(A)  of  such  section  which 
limit  insurance  income  to  income  from 
countries  other  than  the  country  in  which 
the  corporation  was  created  or  organized, 
""(ii)  Special  rule  if  entity  predominantly 

ENGAGED  IN  BANKING,    ETC.,    BUSINESS.— If.  fOT 

any  taxable  year,  an  entity  is  predominant- 
ly engaged  in  the  active  conduct  of  a  bank- 
ing, insurance,  financing,  or  similar  btui- 
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ness,  the  term  'financial  services  income'  in- 
cludes any  passive  income  (determined 
without  regard  to  subparagraph  lAXiiiXD) 
of  such  corporation  for  such  taxable  year.  In 
the  case  of  any  entity  described  in  the  pre- 
ceding sentence,  the  term  'shipping  income' 
shall  not  include  any  income  treated  as  fi- 
nancial services  income  under  the  preceding 
sentence.   ■ 

"(iiiJ  Exception  for  export  financing.— 
The  term  'financial  services  income'  does 
not  include  any  export  financing  interest 

"(iv)  High  withholding  tax  interest.— 
The  term  'financial  services  income'  does 
not  include  any  high  withholding  tax  inter- 
est 

"(D>  Shipping  income.— The  term  shipping 
income'  means  any  income  received  or  ac- 
crued by  any  person  which  is  of  a  kind 
which  would  be  foreign  base  company  ship- 
ping income  (as  defined  in  section  954(f)). 

"(E)  NONCONTROLLED  SECTION  902  CORPORA- 
TION.— 

"(i)  In  GENERAL.— The  term  'noncontrolled 
section  902  corporation'  means  any  foreign 
corporation  with  respect  to  which  the  tax- 
payer meets  the  stock  ownership  require- 
ments of  section  902(a)  (or,  for  purposes  of 
applying  paragraph  (3),  the  requirements  of 
section  902(b)).  A  controlled  foreign  corpora- 
tion shall  not  be  treated  as  a  noncontrolled 
section  902  corporation  with  respect  to  any 
distribution  out  of  its  earnings  and  profits 
for  periods  during  which  it  was  a  controlled 
foreign  corporation. 

"(ii)  Special  rule  for  taxes  on  high-with- 
holding TAX  INTEREST.— If  a  foreign  corpora- 
tion is  a  noncontrolled  section  902  corpora- 
tion with  respect  to  the  taxpayer,  taxes  on 
high  wit?iholding  tax  interest  (to  the  extent 
imposed  at  a  rate  in  excess  of  5  percent) 
shall  not  be  treated  as  foreign  taxes  for  pur- 
poses of  determining  the  amount  of  foreign 
taxes  deemed  paid  by  the  taxpayer  under 
section  902. 

"(F)  High-taxed  income.— The  term  "high- 
taxed  income'  means  any  income  which  (but 
for  this  subparagraph)  would  be  passive 
income  if  the  sum  of— 

"(i)  the  foreign  income  taxes  paid  or  ac- 
crued by  the  taxpayer  with  respect  to  such 
income,  and 

"(ii)  the  foreign  income  taxes  deemed  paid 
by  the  taxpayer  with  respect  to  such  income 
under  section  902  or  960, 
exceeds  the  highest  rate  of  tax  specified  in 
section  1  or  11  (whichever  applies)  multi- 
plied by  the  amount  of  such  income  (deter- 
mined with  regard  to  section  78).  For  pur- 
poses of  the  preceding  sentence,  the  term 
'foreign  income  taxes'  means  any  income, 
war  profits,  or  excess  profits  tax  imposed  by 
any  foreign  country  or  possession  of  the 
UniUd  States. 

"(G)  Export  financing  interest.— For  pur- 
poses of  this  paragraph,  the  term  'export  fi- 
nancing interest' means  any  interest  derived 
from  financing  the  sale  (or  other  disposi- 
tion) for  use  or  consumption  outside  the 
United  States  of  any  property— 

"(i)  which  is  manufactured,  produced, 
grown,  or  extracUd  in  the  UniUd  States  by 
the  taxpayer  or  a  related  person,  and 

"(ii)  not  more  than  SO  percent  of  the  fair 
market  value  of  which  U  attributable  to 
products  imported  into  the  United  States. 
For  purposes  of  clause  (ii),  the  fair  market 
value  of  any  property  imported  into  the 
United  States  shall  be  iU  appraised  value,  as 
determined  by  the  Secretary  under  section 
402  of  the  Tariff  Act  of  1930  (19  U.S.C. 
1401a)  in  connectiori  vaith  its  importation. 

"(H)   Related  person.— For  purposes   of 
this  paragraph,  the  term  'related  person'  has 


the  meaning  given  such  term  by  section 
954(d)(3),  except  that  such  section  shall  be 
applied  by  substituting  'the  person  v>ith  re- 
spect to  whom  the  determination  is  being 
made'  for  'controlled  foreign  corporation' 
each  place  it  appears. 

"(I)  Transitional  rule.— For  purposes  of 
paragraph  (1)— 

"(i)  taxes  paid  or  accrued  in  a  taxable 
year  beginning  before  January  1.  1987,  vrith 
respect  to  income  which  was  described  in 
subparagraph  (A)  of  paragraph  (1)  (as  in 
effect  on  the  day  before  the  date  of  the  enact- 
ment of  the  Tax  Reform  Act  of  1986)  shall  be 
treated  as  taxes  paid  or  accrued  with  respect 
to  income  described  in  subparagraph  (A)  of 
paragraph  (1)  (as  in  effect  after  such  date), 
"(ii)  taxes  paid  or  accrued  in  a  taxable 
year  beginning  before  January  1,  1986,  with 
respect  to  income  which  was  described  in 
subparagraph  (E)  of  paragraph  (1)  (as  in 
effect  on  the  day  before  the  date  of  the  enact- 
ment of  the  Tax  Reform  Act  of  1986)  shall  be 
treated  as  taxes  paid  or  accrued  with  respect 
to  income  described  in  subparagraph  (I)  of 
paragraph  (1)  (as  in  effect  after  such  date) 
except  to  the  extent  that— 

"(I)  the  taxpayer  establishes  to  the  satis- 
faction of  the  Secretary  that  such  taxes  were 
paid  or  accrued  with  respect  to  shipping 
income,  or 

(II)  in  the  case  of  an  entity  meeting  the  re- 
quirements of  subparagraph  (C)(ii),  the  tax- 
payer establishes  to  the  satisfaction  of  the 
Secretary  that  such  taxes  were  paid  or  ac- 
crued with  respect  to  financial  services 
income,  and 

"(Hi)  taxes  paid  or  accrued  in  a  taxable 
year  beginning  before  January  1,  1987,  with 
respect  to  income  described  in  any  other 
subparagraph  of  paragraph  (1)  (as  so  in 
effect  before  such  date)  shall  be  treated  as 
taxes  paid  or  accrued  with  respect  to  income 
described  in  the  corresponding  subpara- 
graph of  paragraph  (1)  (as  so  in  effect  after 
such  date). 

"(3)  Look-thru  in  case  of  controlled  for- 
eign CORPORATIONS.— 

"(A)  In  general.— Except  as  otherwise  pro- 
vided in  this  paragraph,  dividends,  interest 
rents,  and  royalties  received  or  accrued  by 
the  taxpayer  from  a  controlled  foreign  cor- 
poration in  which  the  taxpayer  is  a  United 
States  shareholder  shall  not  be  treated  as 
income  in  a  separate  category. 

"(B)  Subpart  f  inclusions.— Any  amount 
included  in  gross  income  under  section 
951(a)(1)(A)  shall  be  treated  as  income  in  a 
separate  category  to  the  extent  the  amount 
so  included  is  attributable  to  income  in  such 
category. 

"(C)  Interest,  rents,  and  royalties.— Any 
inUrest.  rent  or  royalty  which  is  received  or 
accrued  from  a  controlled  foreign  corpora- 
tion in  which  the  taxpayer  is  a  United 
States  shareholder  shall  be  treated  as  income 
in  a  separate  category  to  the  extent  it  is 
properly  allocable  (under  regulations  pre- 
scribed by  the  Secretary)  to  income  of  the 
controlled  foreign  corporation  in  such  cate- 
gory. 

"(D)  Dividends.— Any  dividend  paid  out  of 
the  earnings  and  profits  of  any  controlled 
foreign  corporation  in  which  the  taxpayer  is 
a  United  States  shareholder  shall  be  treated 
as  income  in  a  separate  category  in  propor- 
tion to  the  ratio  of— 

"(i)  the  portion  of  the  earnings  and  profits 
attributable  to  income  in  such  category,  to 

"(ii)  the  total  amount  of  earnings  and 
profits. 

"(E)  Look-thru  appues  only  where  sub- 
part F  APPUES.— If  a  controlled  foreign  cor- 
poration meeU  the  requirements  of  section 


954(b)(3)(A)  (relating  to  de  minimis  rule)  for 
any  taxable  year,  for  purposes  of  this  para- 
graph none  of  its  income  for  such  taxable 
year  shall  be  treated  as  income  in  a  separate 
category.  Solely  for  purposes  of  applying 
subparagraph  (D),  income  (other  than  high 
withholding  tax  interest  and  dividends  from 
a  noncontrolled  section  902  corporation)  of 
a  controlled  foreign  corporation  shall  not  be 
treated  as  income  in  a  separate  category  if 
the  requirements  of  section  954(b)(4)  are  met 
with  respect  to  such  income. 

"(F)  Separate  category.— For  purposes  of 
this  paragraph  the  term  'separate  category' 
means  any  category  of  income  described  in 
subparagraph  (A).  (B).  (C).  (D).  or  (E)  of 
paragraph  (1). 

"(G)  Dividend.— For  purposes  of  this  para- 
graph, the  term  dividend'  includes  any 
amount  included  in  gross  income  in  section 
951(al(l)(B).  Any  amount  included  in  gross 
income  under  section  78  to  the  extent  attrib- 
utable to  amounts  included  in  gross  income 
in  section  951(a)(ll(A)  shall  not  be  treated 
as  a  dividend  but  shall  be  treated  as  includ- 
ed in  gross  income  under  section 
9Sl(a)(l)(A). 
"(41    Controlled    foreign    corporation: 

UNITED  STATES  SHAREHOLDER.— For  purpOSeS  Of 

this  subsection— 

'(A)  Controlled  foreign  corporation.— 
The  term  controlled  foreign  corporation' 
has  the  meaning  given  such  term  by  section 
957  (taking  into  account  section  953(c) I. 

"(B)  Unh-ed  states  shareholder. -The 
term  'United  States  shareholder'  has  the 
meaning  given  such  term  by  section  951(b) 
(taking  into  account  section  953(c)/. 

"(5)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  for  the  purposes  of  this 
subsection,  including  regulations— 

"(A)  for  the  application  of  paragraph  (3) 
and  subsection  (f)(5)  in  the  case  of  income 
paid  (or  loans  made)  through  1  or  more  enti- 
ties or  t>etween  2  or  more  chains  of  entities, 

"(B)  preventing  the  manipulation  of  the 
character  of  income  the  effect  of  which  is  to 
avoid  the  purposes  of  this  subsection,  and 

"(C)  providing  that  rules  similar  to  the 
rules  of  paragraph  (3)(C)  shall  apply  to  in- 
terest rents,  and  royalties  received  or  ac- 
crued from  entities  which  would  be  con- 
trolled foreign  corporations  if  they  were  for- 
eign corporations. " 

(c)  Source  Rule. -Paragraph  (5)  of  sec- 
tion 954(b/  (relating  to  deductions)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "Except  to  the 
extent  provided  tn  regulations  prescribed  by 
the  Secretary,  any  interest  which  is  paid  or 
accrued  by  the  controlled  foreign  corpora- 
tion to  any  United  States  shareholder  in 
such  corporation  (or  any  controlled  foreign 
corporation  related  to  such  a  shareholder) 
shall  be  allocated  first  to  foreign  personal 
holding  company  income  which  is  passive 
income  (within  the  meaning  of  section 
904(1)(2))  of  such  corporation  to  the  extent 
thereof  The  Secretary  may,  by  regulations, 
provide  that  the  preceding  sentence  shall 
apply  also  to  interest  paid  or  accrued  to 
other  persons." 

(d)  Technical  Amendments.— 

(1)  The  subsection  heading  of  section 
904(d)  is  amended  to  read  as  follows: 

"(d)  Separate  Appuca-hon  of  Section  Wmi 
Respect  to  Certain  Categories  of  In- 
come.—". 

(2)  Subparagraph  (I)  of  section  904(d)(l> 
(as  redesignated  by  subsection  (a))  i* 
amended  by  striking  out  "in  subparagraph 
(A)   (B),  (C),  or  (D)"  and  inserting  in  lieu 


UMI 


24284  CONGRESSIONAL  RECORD-HOUSE  September  18,  1986 

JW  "in  any  of  the  preceding  subvara-  (F>  Appucable  CREorr  umtt.-  ,b,  Svbstantul  D.sPosmos.-For  purposes 

^SJParagraph    m   of  section    B04,d,   U  limit  shallTeZuI^"    """'''''''    ''"'''  ^fJH^  ^ragmph,  a  taxpayer  shaUbel^at. 

arnenaed  by  inserting   -and  sections   9ot  m  '^cep^ ^%Vvicte<i  in  subclause  ,W  "t^^  orTJ^L'sflT'^?  "T^'i  ''^  % 

,  and  960-  after  ■subsections  ,a,  <b,  and  nOpe^entof  tHebase  credit  amount  muS  S  bVn^rn^dK^^s  TTthTl^l!. 

'%  aause  n>  Of  section  se4,d>,S>,A>  is  'r!:^tXeZ'S:al':aT '""^  "^^  ZLbL'^r''''''f  "^^tt"^' '^^^°^ 

amended  to  read  as  follows:  (ll/  in    the   case   of  j^T-ms   qualified  """"^  "*""  ^'^"'*' '"  ^^"• 

"(H    Subparagraphs    (AXiii)!!!),     IBXii)  loans,   the  amount  determined  under  sub-  **^'  "*'•  "^^^^O  ''*">  CREDIT  UNDER  SECTIONS 

and  lOiiii)  of  section  904ld)l2)  (relating  to  cJaiwe  (I)  (without  regard  to  the  interest  mi  and  m  determined  on  accvuv- 

exceptions  for  export  financing  interest).  •  rate  adjustment)  multiplied  by  the  interest  ,   ,„ 

fe)  Effective  Dates.—  rate    adjustment    for    postl989    qualified  "^^  ^.^''^'^'^  ^^f^^— Section  902  (relating 

(1)  In  general.— Except  as  provided  in  this  loans.  '°  credit  for  corporate  stockholder  in  foreign 
subsection,  the  amendments  made  by  this  '^^>  Base  credit  amount.— The  base  credit  corporation)  is  amended  to  read  as  follows: 
section  shall  apply  to  taxable  years  begin-  <^mount  of  a  taxpayer  shaU  be  an  amount  "**■'•  '•^  DEEMED  paid  CREDIT  WHERE  DOMESTIC 
ning  after  December  31,  1986.  equal  to  the  principal  amount  of  qualified  corporation  owns  io  PERCENT  OR 

(2)  QVAUFIED  LOANS.—  loans  held  by  such  taxpayer  on  November  ^""^  ^'^  VOTING  STOCK  OF  FOREIGN 

(A)  In  general.— The  following  shall  not  be     ^S.  1985.  multiplied  by  the  product  of-  corporation 

treated  as  high  withholding  tax  interest  for  '^>  ^^^  interest  rate  applicable  to  such  loan  "'°-'  Taxes  Paid  by  Foreign  Corporation 

purposes  of  applying  section  904(d)  of  the  on  November  16,  1985,  and  Treated   as   Paid   by   Domestic   Corpora- 

Intemal  Revenue  Code  of  1986  (as  amended  "^'  ^^  foreign  withholding  tax  rate  appli-  TioN.—For  purposes  of  this  subpart,  a  domes- 

by  this  section):  cable   to   interest  payable   with   respect   to  ''<^  corporation  which  owns  10  percent  or 

(X)  Any  interest  received  or  accrued  by  any  ^^^^  '°°"  °"  November  16.  1985.  more  of  the  voting  stock  of  a  foreign  corpo- 

taxpayer  during  any  taxable  year  beginning  '^'  '''Tt:REST  rate  adjustment.-.  ration  from  which  it  receives  dividends  in 

after  December  31.  1986.  and  before  January  ,        '"   Gf:/v£R4L.-£zcep<    as    provided   in  any  taxable  year  shall  be  deemed  to  have 

1.  1990.  on  any  pre-1990  qualified  loan   and  "'''"^  '"■'•  ''•^  applicable  interest  rate  ad-  paid  the  same  proportion  of  such  foreign 

(ii)  The  phase-out  percentage  of  any  inter-  -""'"i^"'  s«aM  equal  the  ratio  of  the  weight-  corporation's  post-1986  foreign  income  taxes 

est   received   or  accrued   by   any   taxpayer  ,     V'^I'^f^  6-month  London  Interbank  Of  as- 

during  any  taxable  year  beginning  after  De-  J^^^^  Rate  'LIBOR.'  for  the  taxable  year  in  "(1)  the  amount  of  such  dividends  (deter- 

cember  31.  1989  on  any  postl989  qualified  '"««"0"  '"  LIBOR  on  November  15.  1985.  mined  without  regard  to  section  78),  bears 

loan  "'^  POSTI9S9  qualified  loans.— The  appli-  to 

(B)  Phase-ovt  PERCENTAGE-For  purposes  ^°*',iiT;o'lri^„,^l"t''"^'?7°;/°'^  "'^>  *"^''  ^°^"S"«  corporation's  post-1986 
of  subparagraph  (A)  the  phase-out  percent-    ^'^SyL     loans  shall  be  equal  to  the  ratio  of    undistributed  earnings. 

f^aZ  7earVe%nZVtel  TecemZr  n  n  ""'  ^"''^^  ^'^^^^  ^^^^^^  ^  ^^^^  ^F 

In  tke  one  oftke  folic.                     THe  pHase  out  1988  to  LIBORZZlLtrl5  198^        '  CERTAIN  2nd  AND  3RD  Tier  Foreign  CORPORA- 

ing  taxable  yean  Iteginning  after      percentage  is:  'H'  Qualified  LOAN.— For  purposes  of  this  ..,/,  ,                    „  .u     ^ 

12/31/89:  subsection,  the  term  ■qualified  loan"  means  ^    h'^nd  tier.-II  the  foreign  corporation 

1st SO  <""'  ^oan  made  by  the  taxpayer  to  any  of  the  ^"'^"''«"  "»  subsection  (a)  (hereinafter  in 

2nd 60  following  countries  or  any  resident  thereof  .   section  referred  to  as  the  'Ist  tier  corpo- 

3rd 40  for  use  in  such  country:  ration  )   owns   10  percent  or  more  of  the 

^l^lo^^^eee.^,::::::::::::::::::::::::::::     1  %fSSlr-        S^IC^-''"--    f^^^^'^^^^^^^^^::^'!^ 

(C)  PRE-..0  ...LiFiED  LOAN.-For  purposes  'Ui;  Bra.il.  (xx>  NiZia.  Ten^TIo  ^ve'tTtf^e'I^Z'ZVr^n  % 
of  subparagraph  (A),  the  term  ■■pre-1990  '^^i^'^*'^"  (xxi)  Panama.  such  2nd  foreign  corporations  pZTl 986  for 
qualified  loan-  means,  with  respect  to  any  <^'  Colombia  (xxii)  Peru.  eign  incoZ  t^esZ  woZd  ftTrfl/prt.w 
(oxaWe  year  beginning  before  January  1.  <vi>  Costa  Rica.  (xxni)  The  under  sub^cti^ntaTif^uTls^^rrZ^n^ 
1990.  any  qualified  loan  outstanding  aZny  '-«>  The  Dominican  Philippines.  HonwereadoZsHc  VZr^LT  ^"" 
time  dunng  such  taxable  year  to  the  extent  Republic.  (xxiv)  Romania.  -(2,  j»n  „„  _if  ^urh  lit  h^t  rnrr^mn^^ 
that  the  total  amount  of  foreign  taxes  which  '^»'>  Ecuador.  (xxv)  Senegal  owns  lO^JlcLt  or  ^nJr!f  /17  <^o''0'^«f»o» 
would  be  creditable  (without  regard  to  the  '^>  Guyana.  (xxvi)  Sierra  Uone.  IJ'^zZ  /oS  corZah/n  JhL^  "In  /L™* 
limitation  of  section  904  of  the  Internal  <x)  Honduras.  (xxvii)  The  Sudan.  own!lOpI^ZZZreXe]f^i2^^,. 
Revenue  Code  of  1986)  with  respect  to  all  <^>  The  Ivory  Coast  (xviii)  Togo.  o7T3A^or^^Zr!^ZiL^Lm^hirTit 
qualified  loans  outstanding  at  any  time  'xii^  Jamaica.  (xxiv)  Uruguay.  ,r,ri  VzJ^lT,^  ^  1^^  ^^^'^^  ^ 
during  such  taxable  year  dZ  not  e^ceed7e  <^^>  Liberia.  (xxx,  Veneli^la.  t^aZ^eTsl:r2ZV"e^"^^ol.tZ 
apj^cabU  credit  limit  for  such  taxable  year  [f^'^-^^oar  <^Ju90slavi.  S^  ^eLT'o  ITv/l'^d'^U^Ta^^Tr:. 

(D)  POST-19S9  QUALIFIED  LOANS.-For  pur-  ^^^i,™?f^  ^    ,^r?'^\  PO^"""   "/  s«c/i   3rd  foreign  corporation's 

1989  qualified  loan-   means  any  qualified  '^^^^^  "Morocco.  determined  under  subsection  (a)  if  such  2nd 

loan  (outstanding  as  of  the  close  of  the  1st  (I)  No  benefit  for  increased  withholding  foreign  corporation  were  a  domestic  corpo- 

taxable  year  of  the  taxpayer  beginning  after  taxes.— No    benefit   shall    be    allowable    by  ration. 

December  31,  1988    to  the  extent  that  the  reason  of  thU  paragraph  for  any  foreign  "(3)  5  percent  stock  requirement -For 

total  amount  of  foreign  taxes  which  would  withholding  tax  imposed  on  interest  payable  purposes  of  thU  subpart— 

becretlitable  (wiOiout  regard  to  the  limita-  with  respect  to  any  qualified  loan  to  the  "(A)  For  2nd  tier. -Paragraph   (1)  shall 

ii^  °-^/?„'.T  '"1°^  ^  InUmal  Revenue  extent  the  rate  of  such  tax  exceeds  the  for-  not  apply  unless  the  per^ntage  of  voting 

^  liutlndZ'i.ZT  f°  '^V''"^'^"''  f '^  vnthholdingtax  rate  applicable  to  in-  stock  ZLd  by  «.e  /o^I?^  co^ora/iol  in 

loans  ouUtandxng  as  of  the  close  of  such  tax-  terest  payable  with  respect  to  such  loan  on  the  1st  tier  corporation  and  the  percentage 

abU  year  does  not  exceed  the  applicable  November  16,  1985.  of  votina  stock  owriedhvth..  ui  hJ.]^^ 

credit  limit  for  post-m9  qualified  loans.  '3)  Special  rule  for  taxpayer  with  over-  ritTonZ  KndTo'tiJ^  ^r^^t^iLZZi 

(E)  Classification  OF  QUALIFIED  LOANS.-  *ll  foreign  loss.-  multiplied  together  equal  atUast  Speixeni 
For  purposes  of  this  paragraph,  if  the  for-  '^'  ";  general. -If  a  taxpayer  incorporat-  -(B)  for  3rd  tier -Paraaratth  m  ,*/,// 
eign  taxes  creditabU  for  any  taxabU  year  be-  ^  <>«  /«"»«  ^O-  ^92«.  <^«  principal  headquar-  no  apply  unUss X'  J^ZtZea^J^i 
ginning  before  January  1,  1990.  with  respect  ««"  of  ^Meh  U  in  Minneapolis.  Minnesota,  Z  pu^^sesofapV^^^araarLh^^ 

to  any  qualified  loan,  when  added  to  thTag-  sustained  an  overall  foreign  loss  (as  defined  mluiSb^th^J^^taoeVf^^oti^  Z^ 
gregaU  amount  of  foreign  taxes  creditable  "»  »«'^"o'»  904(f)(2)  of  the  Internal  Revenue  owrud^th^^d^l^''^^^lT^ 
for  such  taxable  year  with  respect  to  quail-  ^^  °/  ^^^^>  j«,i««'"«  veao  beginning  °37fSrS^or^£^ruS^t^^^UasT^ 
fied   loans   enUred    into    by    the    taxpayer  ^°^^  January  1,  1986.  m  connection  with  2  perc«iT      '^°^°^^^°^  "  ^'""  "'  "^  "'"^  * 
b^ore  the  daU  on  which  such  qualified  loan  »eparate  trades  or  businesses  which  the  tax-  ..,  ,  ncFiNrnoM^  Ann  <rpr^M,   »,„rc     p„, 
1«»    entered    into,    exceed    the    applicable  Paver  had,  during  1985.  substantiaUy  dU-  p«,^,2  o/^^ct^ 
CTtdit  limit,  then  that  portion  of  a  qualified  '*"*''  "^  *"  tax-free  transactions  pursuant  to  .^  o^i.        section- 
loan  vOiich  causes  the  farpaver  to  exceeX  ««=/*?"  ^"  of  such  Code,  then  an  amount,  rhliJ^lffa'il'"^'^'^,"^'',  ^Rninos.- 
applicabU  credit  limit  shaU  not  be  treated  *»<"  ^  «*<^««'  S40.000.000  of  foreign  source  "^  *«"?  P03t-m6  undistributed  earnings' 
oTa  pre-1990  or  post-maqu^Wi^lo^^lu  *»«T^    '^"^'^    *«'   ^°'-    "»«    Paragraph,  ^r^  ^  amount  of  the  earnings  and  prof- 
the  case  may  be.                  ww«v«»  loan,  as  ^^^  ^^^  ^  treated  as  overaU  limitaHon  ***  °f  '^  foreign  corporation  (computed  in 

income,  shall  be  so  treated.  accordance  with  sections  964  and  986)  accu- 
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mutated  in  taxable  years  beginning  after  De- 
cember 31,  1986— 

"(AJ  as  of  the  close  of  the  taxable  year  of 
the  foreign  corporation  in  which  the  divi- 
dend is  distributed,  and 

"(B)  without  diminution  by  reason  of 
dividends  distributed  during  such  taxable 
year. 

"(2)  POST-J986  FOREIGN  INCOME  TAXES.  — The 

term  'post-1986  foreign  income  taxes'  means 
the  sum  of— 

"(A)  the  foreign  income  taxes  uiith  respect 
to  the  taxable  year  of  the  foreign  corpora- 
tion in  which  the  dividend  is  distributed, 
and 

"(B)  the  foreign  income  taxes  with  respect 
to  prior  taxable  years  beginning  after  De- 
cember 31,  1986,  to  the  extent  such  foreign 
taxes  were  not  deemed  paid  with  respect  to 
dividends  distributed  by  the  foreign  corpo- 
ration in  prior  taxable  years. 

"(3)  Special  rule  where  domestic  corpo- 
ration ACQUIRES  10  percent  OF  FOREIGN  COR- 
PORATION AFTER  DECEMBER  31,  19S6.— 

"(A)  In  general.— If  the  1st  day  on  which 
the  ownership  requirements  of  subpara- 
graph (B)  are  met  with  respect  to  any  for- 
eign corporation  is  in  a  taxable  year  of  such 
corporation  beginning  after  December  31. 
1986,  the  post-1986  undistributed  earnings 
and  the  post-1986  foreign  income  taxes  of 
such  foreign  corporation  shall  be  deter- 
mined by  taking  into  account  only  periods 
beginning  on  and  after  the  1st  day  of  the  1st 
taxable  year  in  which  sux:h  ownership  re- 
quirements are  met 

"(B)  Ownership  requirements.— The  own- 
ership requirements  of  this  subparagraph 
are  met  with  respect  to  any  foreign  corpora- 
tion if— 

"(i)  10  percent  or  more  of  the  voting  stock 
of  such  foreign  corporation  is  owned  by  a 
domestic  corporation, 

"(ii)  the  requirements  of  subsection 
(b)(3)(A)  are  met  with  respect  to  such  for- 
eign corporation  and  10  percent  or  more  of 
the  voting  stock  of  such  foreign  corporation 
is  owned  by  another  foreign  corporation  de- 
scribed in  clause  (i),  or 

"(Hi)  the  requirements  of  subsection 
(b)(3)(B)  are  met  with  respect  to  such  for- 
eign corporation  and  10  percent  or  more  of 
the  voting  stock  of  such  foreign  corporation 
is  owned  by  another  foreign  corporation  de- 
scribed in  clause  (ii). 
"(4)  Foreign  income  taxes.— 
"(A)  In  aENERAL.—The  term  'foreign 
income  taxes'  means  any  income,  war  prof- 
its, or  excess  profits  taxes  paid  by  the  for- 
eign corporation  to  any  foreign  country  or 
possession  of  the  United  States. 

"(B)  Treatment  of  deemed  taxes.— Except 
for  purposes  of  determining  the  amount  of 
the  post-1986  foreign  income  taxes  of  a  3rd 
foreign  corporation  referred  to  in  subsection 
(b)(2),  the  term  'foreign  income  taxes'  in- 
cludes any  such  taxes  deemed  to  be  paid  by 
the  foreign  corporation  under  this  section. 

"(S)  Accounting  periods.— In  the  case  of  a 
foreign  corporation  the  income,  war  profits, 
and  excess  profits  taxes  of  which  are  deter- 
mined on  the  basU  of  an  accounting  period 
of  less  than  1  year,  the  word  'year'  as  used  in 
this  subsection  shall  be  construed  to  mean 
such  accounting  period. 

"(6)  Treatment  of  distributions  from 
earnings  before  1ss7.— 

"(A)  In  GENERAL.— In  the  case  of  any  divi- 
dend paid  by  a  foreign  corporation  out  of 
accumulated  profits  (as  defined  in  thU  sec- 
tion as  in  effect  on  the  day  before  the  daU  of 
the  enactment  of  the  Tax  Reform  Act  of 
1986)  for  taxable  years  beginning  before  the 
1st  taxable  year  taken  into  account  in  deter- 


mining the  post-1986  undistributed  earnings 
of  such  corporation— 

"(i)  this  section  (as  amended  by  the  Tax 
Reform  Act  of  1986)  shall  not  apply,  but 

"(ii)  this  section  (as  in  effect  on  the  day 
before  the  date  of  the  enactment  of  such  Act) 
shall  apply. 

"(B)  Dividends  paid  first  out  of  post-uss 
EARNINGS.— Any  dividend  in  a  taxable  year 
beginning  after  December  31,  1986,  shall  be 
treated  as  made  out  of  post-1986  undistrib- 
uted earnings  to  the  extent  thereof 

"(7)  REGULATIONS.-The  Secretary  shall 
provide  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  provi- 
sions of  this  section  and  secton  960,  includ- 
ing provisions  which  provide  for  the  sepa- 
rate application  of  this  section  to  reflect  the 
separate  application  of  section  904  to  sepa- 
rate types  of  income  and  loss. 

"(d)  Cross  References.— 


"(I)  For  incliaion  in  gross  income  of  an  amount 
equal  to  taxes  deemed  paid  under  subsection  (a), 
see  section  78. 

"(2)  For  application  of  subsections  (a)  and  (a) 
with  respect  to  taxes  deemed  paid  in  a  prior  taxable 
year  by  a  United  States  shareholder  with  respect  to 
a  controlled  foreign  corporation,  see  section  960. 

"(3)  For  reduction  of  credit  with  respect  to  divi- 
dends paid  out  of  post-1986  undistributed  earnings 
for  years  for  which  certain  information  is  not  fur- 
nished, see  section  6038. " 

(b)  Section  960  Credit  Determined  on  Ac- 
cumulated Basis.— The  first  sentence  of  sec- 
tion 960(a)(1)  (relating  to  taxes  paid  by  a 
foreign  corporation)  is  amended  by  striking 
out  "then"  and  all  that  follows  down 
through  the  period  at  the  end  thereof  and  in- 
serting in  lieu  thereof  the  following: 
"then,  except  to  the  extent  provided  in  regu- 
lations, such  domestic  corporation  shall  be 
deemed  to  have  paid  a  portion  of  such  for- 
eign corporation's  post-1986  foreign  income 
taxes  determined  under  section  902  in  the 
same  manner  as  if  the  amount  so  included 
were  a  dividend  7>aid  by  such  foreign  corpo- 
ration (determined  by  applying  section 
902(c)  in  accordance  with  section 
904(d)(3)(B)/." 

(c)  Technical  Amendments.— 

(1)  Subparagraph  (B)  of  section  6038(a)(1) 
(relating  to  information  with  respect  to  cer- 
tain foreign  corporations)  is  amended  to 
read  as  follows: 

"(B)  the  post-1986  undistributed  earnings 
(as  defined  in  section  902(c))  of  such  foreign 

corporation,".  ,.„„,  „., 

(2)  Subparagraph  (C)  of  section  6038(c)(4) 
(relating  to  penalty  of  reducing  foreign  tax 
credit)  is  amended  by  striking  out  all  that 
follows  "the  amount  of  and  inserting  in 
lieu  thereof  "post-1986  undistributed  earn- 
ings." _„.,.,      , 

(d)  Clerical  Amendment.— The  table  of  sec- 
tions for  subpart  A  of  part  III  of  subchapter 
N  of  chapter  1  is  amended  by  striking  out 
the  item  relating  to  section  902  and  insert 
ing  in  lieu  thereof  the  following: 

"Sec.  902.  Deemed  paid  credit  where  domes- 
tic corporation  owns  10  per- 
cent or  more  of  voting  stock  of 
foreign  corporation. " 

(e)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  distribu- 
tions by  foreign  corporations  out  of  and  to 
inclusions  under  section  951  (c)  of  the  Inter- 
nal Revenue  Code  of  1986  attributabU  to, 
earnings  and  profits  for  taxable  years  begin- 
ning after  December  31,  1986. 

SEC  ins.  CLARinCATION  OF  TREATMENT  OF  SEPA- 
RA  TE  UMITA  TION  LOSSES 

(a)  General  Rule.— Subsection  (f)  of  sec- 
tion 904  (relating  to  recapture  of  overall  for- 


eign loss)  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 
"(5)    Treatment  of  separate  limitation 

LOSSES.— 

"(A)  In  oENERAL.—The  amount  of  the  sepa- 
rate limitation  losses  for  any  taxabte  year 
shall  reduce  income  from  sources  loithin  the 
United  States  for  such  taxable  year  only  to 
the  extent  the  aggregate  amount  of  such 
losses  exceeds  the  aggregate  amount  of  the 
separate  limitation  incomes  for  such  taxabU 
year. 

"(B)  Allocation  of  losses.— The  separate 
limitation  losses  for  any  taxable  year  (to  the 
extent  such  losses  do  not  exceed  the  separate 
limitation  incomes  for  such  year)  shall  be 
allocated  among  (and  operate  to  reduce) 
such  incomes  on  a  proportionate  basis. 

"(C)   Recharacterization  of  subsequent 

INCOME.— If— 

"(i)  a  separate  limitation  loss  from  any 
income  category  (hereinafter  in  this  sub- 
paragraph referred  to  as  'the  loss  category'/ 
was  allocated  to  income  from  any  other  cat 
egory  under  subparagraph  (B).  and 

"(ii)  the  loss  category  has  income  for  a 
subsequent  taxable  year, 
such  income  (to  the  extent  it  does  not  exceed 
the  aggregate  separate  limitation  losses 
from  the  loss  category  not  previously  rechar- 
acterized under  this  subparagraph)  shall  be 
recharacterized  as  income  from  such  other  ■ 
category  in  proportion  to  the  prior  reduc- 
tions under  subparagraph  (B)  in  such  other 
category  not  previously  taken  into  account 
under  this  subparagraph.  Nothing  in  the 
preceding  sentence  shall  be  construed  as  re- 
characterizing any  tax. 

"(D)  Special  rules  for  losses  from 
sources  in  the  united  states.— Any  loss  from 
sources  in  the  United  States  for  any  taxable 
year  (to  the  extent  such  loss  does  not  exceed 
the  separate  limitation  incomes  from  such 
year)  shall  be  allocated  among  (and  operate 
to  reduce)  such  incomes  on  a  proportionate 
basis.  This  subparagraph  shall  be  applied 
after  subparagraph  (B/. 

"(E/  Definitions.— For  purposes  of  this 
paragraph— 

"(i)  Income  category.— The  term  income 
category'  means  each  separate  category  of 
income  described  in  subsection  (d/(l/. 

"(ii)  Separate  limitation  income.— The 
term  'separate  limitation  income'  means, 
with  respect  to  any  income  category,  the 
taxable  income  from  sources  ouUide  the 
United  States,  separately  computed  for  such 
category. 

"(Hi)  Separate  umitation  loss.— The  term 
•separate  limitation  loss'  means,  with  re- 
spect to  any  income  category,  the  loss  from 
such  category  determined  under  the  princi- 
ples of  section  907(c/(4/(B)." 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  losses 
incurred  in  taxable  years  beginning  after 
December  31.  1986. 

SEC.  1294.  FOREIGN  TAXES  VSED  TO  PROVIDE  SUBSI- 
DIES 

(a)  Treatment  of  Certain  Subsidies.— Sec- 
tion 901  (relating  to  credit  for  foreign  taxes) 
is  amended  by  redesignating  subsection  (i) 
as  subsection  (j)  and  by  inserting  after  sub- 
section (h)  the  following  new  subsection: 

"(i)  Taxes  Used  To  Provide  Subsidies.— 
Any  income,  war  profits,  or  excess  profits 
tax  shall  not  be  treated  as  a  tax  for  purposes 
of  thU  title  to  the  extent— 

"(1)  the  amount  of  such  tax  is  used  (direct- 
ly or  indirectly)  by  the  country  imposing 
such  tax  to  provide  a  subsidy  by  any  meana 
to  the  taxpayer,  a  related  person  (within  the 
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meaning  of  section  482),  or  any  party  to  the 
transaction  or  to  a  related  transaction,  and 

"12)  such  subsidy  is  determined  (directly 
or  indirectly)  by  reference  to  the  amount  of 
such  tax,  or  the  base  used  to  compute  the 
amount  of  such  tax.  " 

fb)  Effective  Date.— The  amendment 
made  by  subsection  la)  shall  apply  to  for- 
eign taxes  paid  or  accrued  in  taxable  years 
beginning  after  December  31.  1986. 

SBC.  tm.  UH/TATIOS  OS  CAHRYBACK  OF  FOREICS 
TAX  CREDITS  TO  TAXABLE  YEARS  BE- 
GISSISC.  BEFORE  ItllT. 

la)  Determination  of  Excess  Credits.— 

11)  In  aENERAL.—Any  taxes  paid  or  accrued 
in  a  taxable  year  beginning  after  1986  may 
be  treated  under  section  904ic)  of  the  Inter- 
nal Revenue  Code  of  19S4  as  paid  or  accrued 
in  a  taxable  year  beginning  before  1987  only 
to  the  extent  such  taxes  would  be  so  treated 
if  the  tax  imposed  by  chapter  1  of  such  Code 
for  the  taxable  year  beginning  after  1986 
\Dere  determined  by  applying  section  1  or  11 
Of  such  Code  las  the  case  may  be)  as  in  effect 
on  the  day  before  the  date  of  the  enactment 
of  this  Act 

12)  Adjustments.— Under  regulations  pre- 
scribed by  the  Secretary  of  the  Treasury  or 
his  delegate  proper  adjustments  shall  be 
made  in  the  application  of  paragraph  11)  to 
take  into  account— 

I  A)  the  repeal  of  the  zero  bracket  amount. 
and 

IB)  the  changes  in  the  treatment  of  capital 
gains. 

lb)  Coordination  With  Separate  Bas- 
kets.—Any  taxes  paid  or  accrued  in  a  tax- 
able year  beginning  after  1986  which  (after 
the  application  of  subsection  la))  are  treat- 
ed as  paid  or  accrued  in  a  taxable  year  be- 
ginning before  1987  shall  be  treated  as  im- 
posed on  income  described  in  section 
904ld)iViE)  of  the  Internal  Revenue  Code  of 
1954  las  in  effect  on  the  day  before  the  date 
of  the  enactment  of  this  Act).  No  taxes  paid 
or  accrued  in  a  taxable  year  beginning  after 
1986  with  respect  to  high  withholding  tax 
interest  las  defined  m  section  904(d)(2)(B) 
of  the  Internal  Revenue  Code  of  1986  as 
amended  by  this  Act)  may  be  treated  as  paid 
or  accrued  in  a  taxable  year  beginning 
before  1987. 

Subtitle  B—Souree  Rules 
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SEC.  mi.  deter.¥i.\atios  of  socrce  in  case  of 

S.ALES  OFPERSOSAL  PROPERTY. 

la)  Personal  Property  Source  Rules.— 
Part  I  of  subchapter  N  of  chapter  1  (relating 
to  determination  of  source  of  income)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  section: 

•SEC  SSS.  SOVRCE  RILES  FOR  PERSOSAL  PROPERTY 
SALES. 

"la)  General  Rule.— Except  as  otherwise 
provided  in  this  section,  income  from  the 
sale  of  personal  property— 

"ID  by  a  United  States  resident  shall  be 
sourced  in  the  United  States,  or 

"12)  by  a  nonresident  shall  be  sourced  out- 
side the  United  StaUs. 

"lb)  Exception  for  Inventory  Property.— 
In  the  case  of  income  derived  from  the  sale 
of  inventory  property— 

"(J)  this  section  shall  not  apply,  and 

"12)  such  income  shall  be  sourced  under 
the  rules  of  sections  861la)l6),  8621  aj  16),  and 
863(b). 

"fO  Exception  for  Depreciable  Personal 
Property.— 

"(1)  In  osNERAL.—Gain  (not  in  excess  of 
the  depreciation  adjustments)  from  the  sale 
of  deprecitMe  personal  property  shall  be  al- 
located betioeen  sources  in  the  United  States 
and  sources  outside  the  United  States— 

"(AJ  6jf  treating  the  same  proportion  of 
mch  gain  as  sourced  in  the  United  States  as 


the  United  States  depreciation  adjustments 
with  respect  to  such  property  bear  to  the 
total  depreciation  adjustments,  and 

"IB)  by  treating  the  remaining  portion  of 
such  gain  as  sourced  outside  the  United 
States. 

"12)  Gain  IN  excess  of  depreciation.— Gain 
lin  excess  of  the  depreciation  adjustments) 
from  the  sale  of  depreciable  personal  proper- 
ty shall  be  sourced  as  if  such  property  were 
inventory  property. 

"13)  United  states  depreciation  adjust- 
ments.—For  purposes  of  this  subsection— 

•■(A)  In  GENERAL.-The  term  United  States 
depreciation  adjustments'  means  the  por- 
tion of  the  depreciation  adjustments  to  the 
adjusted  basis  of  the  property  which  are  at- 
tributable to  the  depreciation  deductions  al- 
lowable in  computing  taxable  income  from 
sources  in  the  United  States. 

"(B)  Special  rule  for  certain  property  — 
Except  in  the  case  of  property  of  a  kind  de- 
scribed in  section  48la)l2)IB).  if  for  any 
taxable  year— 

"li)  such  property  is  used  predominantly 
in  the  United  States,  or 

"Hi)  such  property  is  used  predominantly 
outside  the  United  Stales, 
all  of  the  depreciation  deductions  allowable 
for  such  year  shall  be  treated  as  having  been 
allocated  to  income  from  sources  in  the 
United  States  (or,  where  clause  (ii)  applies, 
from  sources  outside  the  United  States). 

"(4)  Other  definitions.— For  purposes  of 
this  subsection— 

'(A)  Depreciable  personal  property.— The 
term  depreciable  personal  property'  means 
any  personal  property  if  the  adjusted  basis 
of  such  property  includes  depreciation  ad- 
justments. 

"(B)  Depreciation  ADJUSTMENTS.— The  term 
depreciation  adjustments'  means  adjust- 
ments reflected  in  the  adjusted  basis  of  any 
property  on  account  of  depreciation  deduc- 
tions (whether  allowed  with  respect  to  such 
property  or  other  property  and  whether  al- 
lowed to  the  taxpayer  or  to  any  other 
person). 

"lO  Depreciation  deductions.— The  term 
'depreciation  deductions '  means  any  deduc- 
tions for  depreciation  or  amortization  or 
any  other  deduction  allowable  under  any 
provision  of  this  chapter  which  treats  an 
otherwise  capital  expenditure  as  a  deducti- 
ble expense. 
"Id)  Exception  for  Intangibles.— 
"ID  In  general.— In  the  case  of  any  sale  of 
an  intangible— 

"I A)  this  section  shall  apply  only  to  the 
extent    the   payments   in    consideration    of 
such  sale  are  not  contingent  on  the  produc- 
tivity, use,  or  disposition  of  the  intangible 
and 

"IB)  to  the  extent  such  payments  are  so 
contingent,  the  source  of  such  payments 
shall  be  determined  under  this  part  in  the 
same  manner  as  if  such  payments  were  roy- 
alties. 

"12)  Intangible.— For  purposes  of  para- 
graph ID,  the  term  'intangible'  means  any 
patent,  copyright,  secret  process  or  formula, 
goodwill  trademark,  trade  brand,  or  other 
like  property. 

"13)  Special  rule  in  the  case  of  good- 
WILL.—TO  the  extent  thU  section  applies  to 
the  sale  of  goodwill,  payments  in  consider- 
ation of  such  sale  shall  be  treated  as  from 
sources  in  the  country  in  which  such  good- 
will was  generated. 

"(e)  Special  Rules  for  Sales  Through  Of- 
fices OR  Fixed  Places  of  Business.— 
"(1)  Sales  by  residents.— 
"(A)  In  aENERAL.—In  the  case  of  income 
not  sourced  under  subsection  (bJ,  (c),  (dJ,  or 
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(f),  if  a  United  States  resident  maintains  an 
office  or  other  fixed  place  of  business  out- 
side the  United  States,  income  from  sales  of 
personal  property  attributable  to  such  office 
or  other  fixed  place  of  business  shall  be 
sourced  outside  the  United  States. 

"IB)  Tax  must  be  imposed.— Subparagraph 
I  A)  shall  not  apply  unless  an  income  tax 
equal  to  at  least  10  percent  of  the  income 
from  the  sale  is  actually  paid  to  a  foreign 
country  with  respect  to  such  income. 

"12)  Sales  by  nonresidents.— 

"lA)  In  general.— Notwithstanding  any 
other  provisions  of  this  part,  if  a  nonreH- 
dent  maintains  an  office  or  other  fixed  place 
of  business  in  the  United  States,  income 
from  any  sale  of  personal  property  linclud- 
ing  inventory  property)  attributable  to  such 
office  or  other  fixed  place  of  business  shaU 
be  sourced  in  the  United  States.  The  preced- 
ing sentence  shall  not  apply  for  purposes  of 
section  971  Idefining  export  trade  corpora- 
tion). 

"IB)  Exception.— Subparagraph  lA)  shall 
not  apply  to— 

"li)  any  sale  of  inventory  property  which 
is  sold  for  use,  disposition,  or  consumption 
outside  the  United  States  if  an  office  or 
other  fixed  place  of  business  of  the  taxpayer 
outside  the  United  States  materially  partici- 
pated in  the  sale,  or 

"Hi)  any  amount  included  in  gross  income 
under  section  951la)lDIA). 

"13)  Sales  attributable  to  an  office  or 
OTHER  FIXED  PLACE  OF  BusiNESs.-The  princi- 
ples of  section  864lc)l5)  shall  apply  in  deter- 
mining whether  a  taxpayer  has  an  office  or 
other  fixed  place  of  business  and  whether  a 
sale  is  attributable  to  such  an  office  or  other 
fixed  place  of  business. 

"If)  Stock  of  Affiliates.— If— 

"ID  a  United  States  resident  sells  stock  in 
an  affiliate  which  is  a  foreign  corporation, 

"12)  such  affiliate  is  engaged  in  the  active 
conduct  of  a  trade  or  business,  and 

"13)  such  sale  occurs  in  the  foreign  coun- 
try in  which  the  ajfiliate  derived  more  than 
50  percent  of  its  gross  income  for  the  3-year 
period  ending  with  the  close  of  the  affiliate's 
taxable  year  immediately  preceding  the  year 
during  which  such  sale  occurred, 

any  gain  from  such  sale  shall  be  sourced 
outside  the  United  States. 

"ig)  United  States  Resident;  Nonresi- 
DENT.— For  purposes  of  this  section— 

"ID  In  general.— Except  as  otherwise  pro- 
vided in  this  subsection— 

"lA)  United  states  resident.— The  term 
'United  States  resident'  means— 

"(i)  any  individual  who  has  a  tax  home 
las  defined  in  section  911ld)l3))  in  the 
United  States,  and 

"Hi)  any  corporation,  partnership,  trust, 
or  estate  which  U  a  United  StaUs  person  (as 
defined  in  section  7701la)l30)). 

'IB)  Nonresident.— The  term  'nonresident' 
means  any  person  other  than  a  United 
States  resident 

"12)  Special  rules  for  unfted  states  cm- 
ZENS  AND  resident  AUENS.—For  purposcs  of 
this  section,  a  United  States  citizen  or  resi- 
dent alien  shall  not  6e  treated  as  a  nonresi- 
dent with  respect  to  any  sale  of  personal 
property  unless  an  income  tax  equal  to  at 
least  10  percent  of  the  gain  derived  from 
such  sale  is  actually  paid  to  a  foreign  coun- 
try with  respect  to  that  gain. 

"(h)  Other  Definitions.— For  purposes  of 
this  section— 

"(1)  Inventory  property.— The  term  'in- 
ventory property'  means  personal  property 
described  in  paragraph  (1)  of  section  1221. 
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"(21  Sale  includes  exchange.— The  term 
'sale'  includes  an  exchange  or  any  other  dis- 
positioTL 

"(3)  Treatment  of  possessions.— Any  pos- 
session of  the  United  States  shall  be  treated 
as  a  foreign  country. 

"(4)  AFFiuATE.—The  term  'affiliate'  means 
a  member  of  the  same  affiliated  group 
(within  the  meaning  of  section  1504(a)  with- 
out regard  to  section  1504(b)). 

"(i)  Regulations.— The  Secretary  shall  pre- 
scribe such  regulations  as  may  be  necessary 
or  appropriate  to  carry  out  the  purpose  of 
this  section,  including  regulations— 

"(1)  relating  to  the  treatment  of  losses 
from  sales  of  personal  property,  and 

"(2)  applying  the  rules  of  this  section  to 
income  derived  from  trading  in  futures  con- 
tracts, forward  contracts,  options  contracts, 
and  other  instruments. 

"(j)  Cross  References.— 

"(I)  For  procitioiu  relating  to  the  characteriza- 
tion an  dicidendt  for  source  purposes  of  gains  from 
the  sale  of  stock  in  certain  foreign  corporations,  see 
section  I24H. 

"(2)  For  sourcing  of  income  from  certain  foreign 
currency  transactions,  see  section  98S. " 

(b)  Conforming  Amendments.— 

(1)  Each  of  the  following  provisions  are 
amended  by  striking  out  "personal  proper- 
ty" and  inserting  in  lieu  thereof  "inventory 
property  (within  the  meaning  of  section 
86S(h)(l))": 

(A)  Paragraphs  (2)  and  (3)  of  section 
863(b). 

(B)  Paragraph  (6)  of  section  861(a). 

(C)  Paragraph  (6)  of  section  862(a). 

(2)  Subparagraph  (B)  of  section  864(c)(4) 
is  amended  by  adding  "or"  at  the  end  of 
clause  (i),  by  striking  out  ":  or"  at  the  end  of 
clause  (ii)  and  inserting  in  lieu  thereof  a 
period,  and  by  striking  out  clause  (Hi). 

(3)  Paragraph  (3)  of  section  904(b)  is 
amended  by  striking  out  subparagraphs  (C) 
and  'D)  and  redesignating  subparagraphs 
(E)  and  (F)  as  subparagraphs  (C)  and  (D), 
respectively. 

(4)  Subparagraph  (D)  of  section  871(a)(1) 
is  amended  by  striking  out  "or  from  pay- 
ments which  are  treated  as  being  so  contin- 
gent under  subsection  (e), ". 

(5)  Subsection  (e)  of  section  871  is  hereby 
repealed. 

(6)  Paragraph  (4)  of  section  881(a)  is 
amended  by  striking  out  "or  from  payments 
which  are  treated  as  being  so  contingent 
under  section  871  (e), ". 

(c)  Effective  Dates.— 

(1)  In  general.— Except  as  provided  in 
paragraph  (2),  the  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  Decemt>er  31,  1986. 

(2)  Special  rule  for  foreign  persons.— In 
the  case  of  any  foreign  person  other  than 
any  controlled  foreign  corporations  (within 
the  meaning  of  section  957(a)  of  the  Internal 
Revenue  Code  of  1954),  the  amendments 
made  by  this  section  shall  apply  to  transac- 
tions entered  into  after  March  18.  1986. 

(d)  Study.— The  Secretary  of  the  Treasury 
or  his  delegate  shall  conduct  a  study  of  the 
source  rules  for  sales  of  inventory  property. 
Not  later  than  September  30,  1987,  the  Secre- 
tary of  the  Treasury  or  his  delegate  shall 
submit  to  the  Committee  on  Ways  and 
Means  of  the  House  of  Representatives  and 
the  Committee  on  Finance  of  the  Senate  a 
report  of  such  study  (together  with  such  rec- 
ommendations as  he  may  deem  advisable). 

SSC.   lilt  SPECIAL  RVLES  FOR  TRANSPORTATION 
INCOME. 

(a)  General  Rule.— Paragraph  (2)  of  sec- 
tion 863(c)  (relating  to  special  rule  for  cer- 
tain transportation  income)  is  amended  to 
read  as  follows: 


"(2)  Other  transportation  having  united 

STATES  connection.— 

"(A)  In  general.— 50  percent  of  all  trans- 
portation income  attributable  to  transporta- 
tion which— 

"(i)  is  not  described  in  paragraph  (1),  and 

"(ii)  begins  or  ends  in  the  United  States, 
shall    be    treated    as  from   sources    in    the 
United  States. 

"(B)  Special  rule  for  personal  service 
income.— Subparagraph  (A)  shall  not  apply 
to  any  transportation  income  which  is 
income  derived  from  personal  services  per- 
formed by  the  taxpayer,  unless  such  income 
is  attributable  to  transportation  which— 

"(i)  begins  in  the  United  States  and  ends 
in  a  possession  of  the  United  States,  or 

"(ii)  begins  in  a  possession  of  the  United 
States  and  ends  in  the  United  States.  " 

(b)  4  Percent  Tax  on  Gross  Transporta- 
tion Income.— 

(1)  In  general.— Part  II  of  sultchapter  N  of 
chapter  1  (relating  to  nonresident  alien  in- 
dividuals and  foreign  corporations)  is 
amended  by  redesignating  subpart  C  as  sub- 
part D  and  by  inserting  after  subpart  B  the 
following  new  subpart' 
"Subpart  C — Tax  on  Gross  Transportation  Income 

"Sec.  887.  Imposition  of  tax  on  gross  trans- 
portation income  of  nonresi- 
dent aliens  and  foreign  corpo- 
rations. 

"SEC.  HS7.  IMPOSITION  OF  TAX  ON  GROSS  TRANSPOR- 
TATION INCOME  OF  NONRESIDENT 
ALIENS  AND  FOREIGN  CORPORA  TIONS. 

"(a)  Imposition  of  Tax.— In  the  case  of  any 
nonresident  alien  individual  or  foreign  cor- 
poration, there  is  hereby  imposed  for  each 
taxable  year  a  tax  equal  to  4  percent  of  such 
individual's  or  corporation's  United  States 
source  gross  transportation  income  for  such 
taxable  year. 

"(b)  United  States  Source  Gross  Trans- 
portation Income.— 

"(1)  In  general.— Except  as  provided  in 
paragraph  (2).  the  term  'United  States 
source  gross  transportation  income'  means 
any  gross  income  which  is  transportation 
income  (as  defined  in  section  863(c)(3))  to 
the  extent  such  income  is  treated  as  from 
sources  in  the  United  States  under  section 
863(c). 

"(2)  Exception  for  certain  income  effec- 
tively connected  with  business  in  the 
UNITED  states.— The  term  'United  States 
source  gross  transportation  income'  shall 
not  include  any  income  taxable  under  sec- 
tion 871(b)  or  882. 

"(3)  Determination  of  effectively  con- 
nected INCOME.— For  purposes  of  this  chap- 
ter, transportation  income  of  any  taxpayer 
shall  not  be  treated  as  effectively  connected 
with  the  conduct  of  a  trade  or  business  in 
the  United  States  unless— 

"(A)  the  taxpayer  has  a  fixed  place  of  busi- 
ness in  the  United  States  involved  in  the 
earning  of  transportation  income,  and 

"(B)  substantially  all  of  the  United  States 
source  gross  transportation  income  (deter- 
mined without  regard  to  paragraph  (2))  of 
the  taxpayer  is  attributable  to  regularly 
scheduled  transportation  (or,  in  the  case  of 
income  from  the  leasing  of  a  vessel  or  air- 
craft, is  attributable  to  a  fixed  place  of  busi- 
ness in  the  United  States). 

"(c)  Coordination  With  Other  Provi- 
sions.—Any  income  taxable  under  this  sec- 
tion shall  not  be  taxable  under  section  871, 
881.  or  882. " 

(2)  Clerical  amendment.— The  table  of  sub- 
parts for  part  II  of  subchapter  N  is  amended 
by  striking  out  the  item  relating  to  su&port 
C  and  inserting  in  lieu  thereof  the  following: 


"Subpart  C.    Tax  on  gross  transportation 
income. 

"Subpart  D.  Miscellaneous  provisions. " 

(c)  Limitation  on  Exclusion  of  Transpor- 
tation Income.— 

(1)  Subsection  (b)  of  section  872  (relating 
to  exclusions)  is  amended  by  striking  out 
paragraphs  (1)  and  (2)  and  inserting  in  lieu 
thereof  the  following: 

"(1)  Ships  operated  by  certain  nonresi- 
dents.—Gross  income  derived  by  an  individ- 
ual resident  of  a  foreign  country  from  the 
operation  of  a  ship  or  ships  if  such  foreign 
country  grants  an  equivalent  exemption  to 
citizens  of  the  United  States  and  to  corpora- 
tions organized  in  the  United  States. 

"(2)  Aircraft  operated  by  certain  non- 
residents.—Gross  income  derived  by  an  in- 
dividual resident  of  a  foreign  country  from 
the  operation  of  aircraft  if  such  foreign 
country  grants  an  equivalent  exemption  to 
citizens  of  the  United  States  and  to  corpora- 
tions organized  in  the  United  States.  " 

(2)  Section  872(b)  is  amended  by  adding  at 
the  end  thereof  the  following  new  para- 
graphs: 

"(5)  Certain  rental  income.— Income  to 
which  paragraphs  (1)  and  (2)  apply  shall  in- 
clude income  which  is  derived  from  the 
rental  on  a  full  or  bareboat  basis  of  a  ship  or 
ships  or  aircraft  as  the  case  may  tte. 

"(61  Application  to  different  types  of 
transportation.— The  Secretary  may  pro- 
vide that  this  subsection  be  applied  sepa- 
rately with  respect  to  income  from  different 
types  of  transportation. " 

131  Subsection  (a)  of  section  883  (relating 
to  exclusions  from  gross  income)  is  amended 
by  striking  out  paragraphs  (11  and  (21  and 
by  inserting  in  lieu  thereof  the  following: 

"(1)  Ships  operated  by  certain  foreign 
corporations.— Gross  income  derived  by  a 
corporation  organized  in  a  foreign  country 
from  the  operation  of  a  ship  or  ships  if  such 
foreign  country  grants  an  equivalent  exemp- 
tion to  citizens  of  the  United  States  and  to 
corporations  organized  in  the  United  States. 

"(2>  Aircraft  operated  by  certain  foreign 
corporations.— Gross  income  derived  by  a 
corporation  organized  in  a  foreign  country 
from  the  operation  of  aircraft  if  such  foreign 
country  grants  an  equivalent  exemption  to 
citizens  of  the  United  States  and  to  corpora- 
tions organized  in  the  United  States. " 

(4)  Section  883(a)  is  amended  by  adding  at 
the  end  thereof  the  following  new  paragraph: 

"(4)  Special  rules.— The  rules  of  para- 
graphs (5)  and  (6)  of  section  872(b)  shall 
apply  for  purposes  of  this  subsectioru  " 

(5)  Section  883  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsection: 

"(c)  Treatment  of  Certain  Foreign  Cor- 
porations.— 

"(1)  In  general.— Paragraphs  (1)  and  (2) 
of  subsection  (a)  shall  not  apply  to  any  for- 
eign corporation  if  SO  percent  or  more  of  the 
value  of  the  stock  of  such  corporation  is 
owned  by  individuals  who  are  not  residents 
of  such  foreign  country  or  another  foreign 
country  meeting  the  requirements  of  such 
paragraphs  (1)  and  (2). 

"(2)  Treatment  of  controlled  foreign 
corporations.— Paragraph  (1)  shall  not 
apply  to  any  foreign  corporation  which  is  a 
controlled  foreign  corporation  (as  defined  in 
section  957(a)). 

"(3)  Exception  for  publicly  traded  cor- 
porations.—Paragraph  (1)  shall  not  apply  to 
any  foreign  corporation— 

"(A)  the  stock  of  which  is  primarily  and 
regularly  traded  on  an  established  securities 
market  in  the  foreign  country  in  which  sixh 
corporation  is  organized,  or 
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"IB)  which  is  wholly  owned  (either  direct-  Such  term  includes  any  activity  conducted  "liiJ  is  attributable  to  the  active  conduct 

ly   or   indirectly)    by   another   corporation  in  Antarctica.  of  a  trade  or  business  in  a  foreign  country 

meeting  the  requirements  of  subparagraph  "IB)  Exception  for  certain  activities.—  or  possession  of  the  United  StaUs  by  the  in- 

lA)  and  is  organized  in  the  same  foreign  The  term  space  or  ocean  activity'  shall  not  dividual  or  corporation  lor  by  a  subsidiary 

':oifJ]}P'<"^^ch  other  corporation.  include-  or  chain  of  subsidiaries  of  such  corpora- 

14)  Stock  ownership  through  entities.—  "H)  any  activity  giving  rise  to  transporta-  tion). 
For  purposes  of  paragraph  ID.  stock  owned  tion  income  las  defined  in  section  8631c)).  "(C)  Testing  period  —For  purposes  of  this 
IdirecUyor  indirectly)  by  or  for  a  corpora-  "Hi)  any  activity  giving  Hse  to  interna-  subsection,  the  term  ''testing  penod'  means 
tton.  partnership.  trusU  or  estate  shall  be  tional  communications  income  las  defined  the  3-year  period  ending  with  the  close  of  the 
treaUd  as  being  owned  proportionately  by  in  subsection  Ie)l2)).  and  taxabU  year  of  the  individual  or  corpora- 
its  shareholders  Partners,  or  beneficiaries.  luD  any  act.ivity  with  respect  to  mines,  tion  preceding  the  payment  lor  such  part  of 
Stock  considered  to  be  owned  by  a  person  by  oil  and  gas  wells  or  other  natural  deposits  such  period  as  may  t^  applicable).  IfOuin- 
reason  of  the  application  of  the  preceding  to  the  extent  within  the  United  States  or  any  w„,irf„„»  „,  ^„,„„,„/,v.„  fc„.  ^Tl^^^o.  ,%-!;„ll„ 
sentence  shall  for  purposes  of  applying  such  foreign  country  or  possession  of  the  United  l?***"^'  Tvea7ZTnTin^r^rtTZ]^^Z 
sentence,  be  treated  as  actually  owned  by  States  las  defined  in  section  638).  {7s^C^Zd  ^hTbXnir^UyearTn 
f  w  ■  ^1^°^              „               ^  Fo^  purposes  of  applying  section  638.  the  ju-  which  the  payment  is  made 

L^eJ^2^cr^^     Tr^""  SecTo7"761  T.  "'f 'i'°"  °^  --y foreign  country  shall  not  -,2)  LoolZu  J^e^ related  person  re- 

LEASED     AIRCRAFT.     ATT.— icciion     861     IS  include  any  jurisdiction  not  recognised  by  ceivfi  inttrfit — 

amended  by  sinking  out  subsection  le)  and  the  United  States  '/^  i  vT/^yttl'         w    .u              ^     . 

by  redesignating  subsection  If)  as  subsection  "le)        International        Communications  .m  in  h  °^''^'^^;-^'»  ^  '^'"^  °^ ""«^«i  ^«- 

(e)  r                init-KnAjiuHAL        K-uMMUNicATioNb  ccivcd  by  o  related  person  from  a  resident 

ie)      Conforming      AMENOMENT.-Section  ^-m^SouRCE  rules  -  alien   individual  or  domestic  corporation 

863lb)ll>  is  amended  by  sinking  out  "trans-  -(A)  United  states  PERSONS.-In  the  case  of  ZtrlZn^.'  J'^ZZr/^H^Z  business  re- 

portation  or  other  sennces'  and  inserting  in  any  United  States  person.  50  percent  of  any  ^aiJfZ?%n?/nZl?ZH.f        '    ^"''f '^''°" 

lieu  thereof  "services".  intemational  communications  income  shall  TJrh     iL!"^",  "^f^Ll    V   1^         "^f  "^ 

If )  Effective  Dates-  be  sourced  in  the  United  States  and  50  per-  ««f''     "»««'•««     equal     to     the    percentage 

(1)   tN  GENERAL. -Except   OS   provided   in  cent  of  such  income  shall  be  sourced  outside  ..,?  .^                             ,       ^      ^      ^ 

paragraph    12).    the   amendments   made   by  the  United  States  '"'°"  t"come  of  such  individual  or 

thU  section  shall  apply  to  taxable  years  be-  -(B)  Foreign  persons  —  corporation    for    the    testing    penod   from 

ginning  after  December  31.  1986.  -li)  In  general. -Except  as  provided  in  *0"'''^"  outside  the  United  States  las  deter- 

12)  Special  rule  for  certain  leased  prop-  regulations  or  clause  Hi),  in  the  case  of  any  "**"«"  under  this  subchapter),  is  of 
ERTY—The  amendments  made  by  subsec-  person  other  than  a  United  States  person  '""*  "*^  '"'"'  ''^**  income  of  such  indi- 
tions  la)  and  id)  shall  not  apply  to  any  any  intemational  communications  income  ^'"'"''  <"■  corporation  for  the  testing  period, 
income  attributable  to  property  held  by  the  shall  be  sourced  outside  the  United  States.  ''.'^'  ^^"^^  PERSON.-For  purposes  of 
taxpayer  on  January  1,  1986.  if  such  proper-  ••/a/  Special  rule  for  income  attributable  ^  paragraph,  the  term  'related  person '  has 
ty  was  first  leased  by  the  taxpayer  before  to  office  or  fixed  place  of  business  in  the  "'^  meaning  given  such  term  by  section 
January  1.  1986.  in  a  lease  to  which  section  vNriED  STATES.-In   the  case  of  any  person  S54^d,'r3A  except  that— 

863101 2)IB)  or  861  le)  of  the  Internal  Reve-  lother  than   a    United  States  person)   who  "H)  such  section  shall  be  applied  by  substi- 

nue  Code  of  1954  las  in  effect  on  the  day  maintains  an  office  or  other  fixed  place  of  '"'*"^     '''*^     individual     or     corporation 

before  the  date  of  the  enactment  of  this  Act)  business  in  the  United  States   any  interna-  making  the  payment'  for  'controlled  foreign 

applied.  tional  communications  incorne  attributable  co'Toration '  each  place  it  appears,  and 

13)  Special  rule  for  certain  ships  leased  to  such  office  or  other  fixed  place  of  business  *''^"  section  shall  be  applied  by  sub- 
BY  THE  UNITED  STATES  NAVY.-  ^hall  be  sourccd  in  the  United  States.  stituting  '10  percent'  for   SO  percent'  each 

I  A)  In  GENERAL.-In  the  case  of  any  proper-  ..(2)  DEFiNiTiON.-For  purposes  of  this  sec-  P^'^'^^  '^  appears. " 

ty  described  in  sv^bparagraph  IB),  paragraph  tion.    the   term    'international   communica-  'b)    Treatment    of    DiviDENDS.-Subpara- 

/    *^fii.?*  "f'j^"  "y  «"''«"'«""!'     ^S«7  tions  income'  includes  all  income  derived  «""«P'*   '^^  °^  ^^''"o"  861la)l2)  Irelating  to 

■^"rn/  it^t^flf^^*./"^^""-  /'■'"«  ^^e  transmission  of  communications  dividends)  is  amended  to  read  as  follows: 

P,  f.    ^Z^J^  ^^.rJZTir,  T°'"7   *""  °'  ''"'«  /«"«  "^e  United  StaUs  to  any  for-  ,-'<A>  from  a  domestic  corporation  other 

^^r^^S/l  of f  ?h,t,.  L  >^     '''^^'''?:-  eign  country  or  from  any  foreign  country  to  ''^f"  °  corporation  which  has  an  election  in 

graph  consists  of  4  ships  which  are  to  be  the  United  States  "          "  ■'        "                *  effect  under  section  936.  or". 

Uased  by  the  United  States  Navy  and  which  fi,j     effective     Date -The     amendment  "^'   Withholding  Tax  Not  To  Apply  to 

are  the  subject  of  rnternal  Revenue  Senice  r^^de  by  subsection  la)  shall  apply  to  tax-  Certain  Interest  and  Dividends.- 

.Tt^lT  "T  w°,^  '^«,/°"°«'"'»  <^°'"  O'J'i  able    years    beginning   after   December   31.  <^>  Nonresident  aliens. -Section  871  Ire- 

which  involved  the  following  amount  of  fi-  jggg  lating    to    tax   on    nonresident    aliens)    is 

nancing  respectively:  ^^^  ]^^^  limitatioss  os  special  TREAtmest  of  amended  by  redesignating  subsection  li)  as 

March  5.  1986 S176.844.000  »9-29  corporations.  subsection  Ij)  and  by  inserting  after  subsec- 

February  5.  1986 64.567.000  fa)  Interest  Payments  —  ^'°"  '^^  the  following  new  subsection: 

April  22.  1986 64.598.000  a,  in  GENERAU-Subparagraph  IB)  of  sec-  "'*''  ^'*-^  Not  To  Apply  to  Certain  Inter- 

May22.1986 175.300.000.  tion    861la)ll)     Irelating    to    interest)    is  est  and  Dividends.- 

SEC.  nit  SOLRCE  RULE  FOR  SPACE  ASD  CERTAis  amended  to  read  as  follows:  "'^'  ^^  general.— No  tax  shall  be  imposed 

OCEAN  ACTIVITIES.  "IB)  interest  from  a  resident  alien  indi-  ^^ider  paragraph  1 1)1  A)  or  IDIC)  of  subsec- 

la)  General  Rule.— Section  863  irelating  vidual  or  domestic  corporation,  if  such  indi-  '*°"  'a'  on  any  amount  described  in  para- 

to  items  not  specified  in  section  861  or  862)  vidual  or  corporation  meets  the  80-percent  Sraph  12). 

is  amended  by  adding  at  the  end  thereof  the  foreign  business  requirements  of  subsection  "'^'  Amounts  to  which  paragraph  ai  ap- 

following  new  subsections:  lOll).".  plies.— The  amounts  descrit>ed  in  this  para- 

"Id)  Source  Rules  for  Space  and  Certain  i2)  Foreign  business  requirements.— Sub-  sraph  are  as  follows: 

Ocean  Activities.-  section  ic)  of  section  861  is  amended  to  read  "'^'  Interest  on  deposits,  if  such  interest  is 

"ID  In  general.- Except  as  provided  in  as  follows:  not  effectively  connected  loith  the  conduct  of 

regulations,    any   income   derived   from    a  "lO  Foreign  Business  Requirements.—  a  trade  or  business  within  the  United  States. 

space  or  ocean  activity—  "ID  Foreign  business  requirements.-  "IB)  A  percentage  of  any  dividend  paid  by 

"IA)  if  derived  by  a  United  States  person,  "lA)  In  general.— An  individual  or  corpo-  a  domestic  corporation  meeting  the  80-per- 

ihall  be  sourced  in  the  United  States,  and  ration  meets  the  80-percent  foreign  business  cent  foreign  business  requirements  of  sec- 

"(B)  if  derived  by  a  person  other  than  a  requirements    of   this    paragraph    if   it    is  tion  861lc)ll)  equal  to  the  percentage  deter- 

United  States  person,  shall  be  sourced  out-  shown  to  the  satisfaction  of  the  Secretary  mined  for  purposes  of  section  861lc)l2)IA). 

side  the  United  States.  that  at  least  80  percent  of  the  gross  income  "IC)  Income  derived  by  a  foreign  central 

"(2)  Space  or  ocean  AcnvrrY.—For  pur-  from  all  sources  of  such  individual  or  corpo-  bank  of  issue  from  bankers' acceptances. 

poses  of  paragraph  ID—  ration  for  the  testing  period  is  active  foreign  "13)  DEPOsrrs.—For  purposes  of  paragraph 

"(A)  In  aENERAL.—The  term 'space  or  ocean  business  income.  12).    the    term    'deposits'   means    amounts 

activity'  means—  "IB)  Active  foreign  business  income.— For  which  are— 

"lU  any  activity  conducted  in  space,  and  purposes    of  subparagraph    IA),    the    term  "(A)  deposits  with  persons  carrying  on  the 

"Hi)  any  activity  conducted  on  or  under  'active  foreign  business  income' means  gross  banking  business, 

toater  not  within  the  jurisdiction  las  recog-  income  which—  "IB)  deposits  or  withdrawable  accounts 

nized  by  the  United  States)  of  a  foreign  "li)  is  derived  from  sources  outside  the  with  savings  institutions  chartered  and  su- 

country,  possession  of  the  United  States,  or  United  States  las  determined  under  this  sub-  pervised  as  savings  and  loan  or  similar  as- 

the  United  States.  chapter),  and  sociations  under  Federal  or  State  law,  but 
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only  to  the  extent  that  amounts  paid  or 
credited  on  such  deposits  or  accounts  are  de- 
ductible under  section  591  (determined  urith- 
out  regard  to  sections  265  and  291)  in  com- 
puting the  taxable  income  of  such  institu- 
tions, and 

"(C)  amounts  held  by  an  insurance  com- 
pany under  an  agreement  to  pay  interest 
thereon. " 

(2)  Foreign  corporations.— Section  881 
(relating  to  tax  on  foreign  corporations)  is 
amended  by  redesignating  subsection  (d)  as 
subsection  (e)  and  by  inserting  after  subsec- 
tion (c)  the  following  new  subsection: 

"(d)  Tax  Not  To  Apply  to  Certain  Inter- 
est and  Dividends.— No  tax  shall  6c  imposed 
under  paragraph  (1)  or  (3)  of  subsection  (a) 
on  any  amount  described  in  section 
871(i)(2).- 

(3)  Withholding  tax.— Subsection  (c)  of 
section  1441  (relating  to  exceptions)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(10)  Exception  for  certain  interest  and 
dividends.— No  tax  shall  be  required  to  be  de- 
ducted and  withheld  under  subsection  (a) 
from  any  amount  descriited  in  section 
871(i)(2)." 

(4)  Reporting  requirements.— Subpara- 
graph (B)  of  section  6049(b)(5)  is  amended 
by  striking  out  "or"  at  the  end  of  clause  (ii). 
by  striking  out  the  period  at  the  end  of 
clause  (Hi)  and  inserting  in  lieu  thereof  ", 
or",  and  by  adding  at  the  end  thereof  the  fol- 
lowing new  clause: 

"(iv)  such  amount  is  described  in  section 
87  Id)  (2)." 
(51  Conforming  amendments.— 

(A)  Paragraph  (1)  of  section  861(a)  (as 
amended  by  subsection  (a))  is  amended  by 
striking  out  subparagraphs  (A)  and  (E)  and 
by  redesignating  subparagraphs  (B),  (C), 
(D).  (F),  (G),  and  (H)  as  subparagraphs  (A), 
(B),  (C).  (D),  (E),  and  (F),  respectively. 

(B)  Subparagraph  (D)  of  section  861(a)(1) 
(as  so  redesignated)  is  amended  by  striking 
out  "paragraph  (2)  of  subsection  (c) "  and 
inserting  in  lieu  thereof  "subparagraph  (B) 
of  section  871(i)(3)". 

(C)  Subsection  (d)  of  section  861  is  amend- 
ed to  read  as  follows: 

"(d)  Special  Rule  for  Application  of  Sub- 
section (a)(2)(B).— For  purposes  of  subsec- 
tion (a)(2)(B),  if  the  foreign  corporation  has 
no  gross  income  from  any  source  for  the  3- 
year  period  (or  part  thereof)  specified,  the 
requirements  of  such  subsection  shall  be  ap- 
plied with  respect  to  the  taxable  year  of  such 
corporation  in  which  the  payment  of  the 
dividend  is  made. " 

(d)  Effective  Dates.— 

(1)  In  general.— The  amendments  made  by 
this  section  shall  apply  to  payments  after 
December  31,  1986. 

(2)  Treatment  of  certain  interest.— 

(A)  In  general.— The  amendments  made  by 
this  section  shall  not  apply  to  any  interest 
paid  or  accrued  on  any  obligation  outstand- 
ing on  December  31,  1985.  The  preceding 
sentence  shall  not  apply  to  any  interest  paid 
pursiuint  to  any  extension  or  renewal  of 
such  an  obligation  agreed  to  after  Decem.l>er 
31. 1985. 

(B)  Special  rule  for  related  payee.— If 
the  payee  of  any  interest  to  which  subpara- 
graph (A)  applies  is  related  (vnthin  the 
meaning  of  section  904(d)(2)(G)  of  the  Inter- 
nal Revenue  Code  of  1986)  to  the  payor,  such 
interest  shall  be  treated  for  purposes  of  sec- 
tion 904  of  such  Code  as  if  the  payor  were  a 
controlled  foreign  corporation  (within  the 
meaning  of  section  957(a)  of  such  Code). 

(3)  Transitional  rule.— 

(A)  Yeajis  before  int.— In  applying  the 
amendments  made  by  this  section  to  any 


payment  made  by  a  corporation  in  a  taxable 
year  of  such  corporation  beginning  before 
January  1,  1988,  the  requirements  of  clause 
(ii)  of  section  861(c)(1)(B)  of  the  Internal 
Revenue  Code  of  1986  (relating  to  active 
business  requirements),  as  amended  by  this 
section,  shall  not  apply  to  gross  income  of 
such  corporation  for  taxable  years  begin- 
ning before  January  1,  1987. 

(B)  Years  after  1 987.— In  applying  the 
amendments  made  by  this  section  to  any 
payment  made  by  a  corporation  in  a  taxable 
year  of  such  corporation  beginning  after  De- 
cember 31,  1987,  the  testing  period  for  pur- 
poses of  section  861(c)  of  such  Code  (as  so 
amended)  shall  not  include  any  taxable  year 
t>eginning  before  January  1,  1987. 

(4)  Certain  DIVIDENDS.— 

(A)  In  aENERAL.—The  amendments  made  by 
this  section  shall  not  apply  to  any  dividend 
paid  t>efore  January  1,  1991,  by  a  qualified 
corporation  with  respect  to  stock  which  wjis 
outstanding  on  May  31,  1985. 

(B)  Qualified  corporation.— For  purposes 
of  subparagraph  (A),  the  term  'qualified  cor- 
poration' means  any  business  systems  cor- 
poration which— 

(i)  was  incorporated  in  Delaware  in  Feb- 
ruary, 1979, 

(ii)  is  headquartered  in  Garden  City,  New 
York,  and 

(Hi)  the  parent  corporation  of  which  is  a 
resident  of  Sweden. 

SEC.  1215.  HfLES  FOR  ALLOCATISC  ISTEREST.  ETC.. 
TO  FOREWS  SOVRCE  ISCOME. 

(a)  General  Rule.— Section  864  (relating 
to  definitions)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"(e)  Rules  for  Allocating  Interest, 
Etc.— For  purposes  of  this  subchapter 
(except  as  provided  in  regulations)— 

"(1)  Treatment  of  affiliated  groups.— The 
taxable  income  of  each  member  of  an  affili- 
ated group  from  sources  outside  the  United 
States  shall  be  determined  by  allocating  and 
apportioning  interest  expense  of  each 
member  as  if  all  members  of  such  group  were 
a  single  corporation. 

"(2)  Gross  income  method  may  not  be 
USED  FOR  interest.— All  allocations  and  ap- 
portionments of  interest  expense  shall  be 
made  on  the  basis  of  assets  rather  than  gross 
income. 

"(3)  Tax-exempt  assets  not  taken  into  ac- 
count.—For  purposes  of  allocating  and  ap- 
portioning any  deductible  expense,  any  tax- 
exempt  asset  (and  any  income  from  stich  an 
asset)  shall  not  be  taken  into  account  A 
similar  rule  shall  apply  in  the  case  of  any 
dividend  (other  than  a  qualifying  dividend 
as  defined  in  section  243(b))  for  which  a  de- 
duction is  allowable  under  section  243  or 
245(a)  and  any  stock  the  dividends  on  which 
would  be  so  deductible  and  wottld  not  be 
qualifying  dividends  (as  so  defined). 

"(4)  Basis  of  stock  in  certain  corpora- 
tions adjusted  for  earnings  and  profits 
changes.— For  purposes  of  allocating  and 
apportioning  expenses  on  the  basis  of  assets, 
the  adjusted  basis  of  any  asset  which  is 
stock  in  a  corporation  which  is  not  included 
in  the  affiliated  group  and  in  which  mem- 
bers of  the  affiliated  group  own  10  percent 
or  more  of  the  total  combined  voting  power 
of  all  classes  of  stock  entitled  to  vote  in  such 
corporation  shall  be— 

"(A)  increased  try  the  amount  of  the  earn- 
ings and  profits  of  such  corporation  attrilh 
utable  to  such  stock  and  accumulated 
during  the  period  the  taxpayer  held  such 
stock,  or 

"(B)  reduced  (but  not  below  zero)  by  any 
deficit  in  earnings  and  profits  of  such  cor- 
poration attributable  to  such  stock  for  such 
period. 


"(5)  AmuATED  GROUP.— For  purposes  of 
this  subsection— 

"(A)  In  general.— Except  as  provided  in 
subparagraph  (B),  the  term  'affiliated  group' 
has  the  meaning  given  such  term  by  section 
7504  (determined  unthout  regard  to  para- 
graph (4)  of  section  1504(b)). 

"(B)  Treatment  of  certain  financial  insti- 
tutions.—For  purposes  of  subparagraph  (A), 
any  corporation  descrH>ed  in  subparagraph 
(C)  shall  be  treated  as  an  includible  corpora- 
tion for  purposes  of  section  1504  only  for 
purposes  of  applying  such  section  separately 
to  corporations  so  descrH>e(L 

"(C)  Description.— A  corporation  is  de- 
scribed in  this  subparagraph  if— 

"(i)  such  corporation  is  a  financial  insti- 
tution described  in  section  581  or  591, 

"(ii)  the  business  of  such  financial  institu- 
tion is  predominantly  with  persons  other 
than  related  persons  (within  the  meaning  of 
subsection  (d)(4))  or  their  customers,  and 

"(Hi)  such  financial  institution  is  re- 
quired by  State  or  Federal  law  to  be  operat- 
ed separately  from  any  other  entity  which  is 
not  such  an  institution. 

"(61  Allocation  and  apportionment  of 
other  expenses.— Expenses  other  than  inter- 
est which  are  not  directly  allocable  and  ap- 
portioned to  any  specific  income  producing 
activity  shall  be  allocated  and  apportioned 
as  if  all  members  of  the  affiliated  group  were 
a  single  corporation. 

"(7)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  section,  including  regulations 
providing— 

"(A)  for  the  resourcing  of  income  of  any 
member  of  an  affiliated  group  or  modifica- 
tions to  the  consolidated  return  regulations 
to  the  extent  such  resourcing  or  modifica- 
tion is  necessary  to  carry  out  the  purposes  of 
this  section, 

"(B)  for  direct  allocation  of  interest  ex- 
pense incurred  to  carry  out  an  integrated  fi- 
nancial transaction  to  any  interest  (or  in- 
terest-type income)  derived  from  such  trans- 
action, and 

"fO  for  the  apportionment  of  expenses  al- 
located to  foreign  source  income  among  the 
members  of  the  affiliated  group  and  various 
categories  of  income  described  in  section 
904(d)(1)." 

(b)  Clerical  Amendments.— 

(1)  The  section  heading  for  section  864  is 
amended  to  read  as  follows: 

"SEC.  HS4.  DEFISITIOSS  AND  SPECIAL  RILES. " 

(2)  The  table  of  sections  for  part  I  of  sub- 
chapter N  of  chapter  1  is  amended  by  strik- 
ing out  the  item  relating  to  section  864  and 
inserting  in  lieu  thereof  the  following: 

"Sec.  864.  Definitions  and  special  rules." 

(c)  Effective  Dates.— 

(1)  In  general.— Except  as  otherwise  pro- 
vided in  this  subsection,  the  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31.  1986. 

(2)  Transitional  rules.— 

(A)  General  phase-in.— Except  as  provided 
in  subparagraph  (B),  in  the  case  of  the  first 
3  taxable  years  of  the  taxpayer  beginning 
after  December  31,  1986,  the  amendments 
made  by  this  section  shall  apply  only  to  the 
applicable  percentage  (determined  under  the 
following  table)  of  the  interest  exper^es  paid 
or  accrued  by  the  taxpayer  during  the  tax- 
able year  urith  respect  to  an  aggregate 
amount  of  indebtedness  which  does  not 
exceed  the  aggregate  amount  of  indebtedness 
outstanding  on  November  16, 1985: 
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The  applicable 
In  the  case  of  the:  peretntage  «.• 

1st  taxable  year 25 

2nd  taxable  year so 

3rd  taxable  year 75. 

fBJ   CONSOUDATION  RULE  NOT  TO  APPLY  TO 
CERTAIN  INTEREST.— 

(U  Interest  attributable  to  increase  in 

INDEBTEDNESS  FROM  JANUARY  I,    1384,   THROUGH 

MAY  2S.  nsi.—In  the  case  of  the  first  5  tax- 
able years  of  the  taxpayer  beginning  after 
December  31.  1986,  unth  respect  to  interest 
expenses  attributable  to  the  excess  of— 

(I)  the  amount  of  the  outstanding  debt  of 
the  taxpayer  on  May  29,  1985,  over 

(II)  the  amount  of  the  outstanding  debt  of 
the  taxpayer  on  December  31,  1983. 
paragraph  il)  of  section  864/eJ  of  the  Inter- 
nal Revenue  Code  of  1986  (as  added  by  this 
section)  shall  apply  only  to  the  applicable 
percentage  (determined  under  the  following 
table)  of  such  interest  expenses  paid  or  ac- 
crued by  the  taxpayer  during  the  taxable 
year: 

The  applicable 
In  the  case  of  the:  percentage  is: 

1st  taxable  year le^, 

2nd  taxable  year 33'/, 

3rd  taxable  year so 

4th  taxable  year 66% 

Sth  taxable  year 83'/, 

(ii)  Interest  attributable  to  increase  in 

INDEBTEDNESS  FROM  JANUARY  I.    1 983.   THROUGH 

DECEMBER  ji.- 1983. —In  the  case  of  the  first  4 
taxable  years  of  the  taxpayer  beginning  after 
December  31.  1986.  with  respect  to  interest 
expenses  attributable  to  the  excess  of— 

(I)  the  amount  of  the  outstanding  debt  of 
the  taxpayer  on  January  1.  1984.  over 

(II)  the  amount  of  the  outstanding  debt  of 
the  taxpayer  on  December  31.  1982. 
paragraph  (1)  of  section  864(e)  of  the  Inter- 
nal Revenue  Code  of  1986  (as  added  by  this 
section)  shall  apply  only  to  the  applicable 
percentage  (determined  under  the  following 
table)  of  such  interest  expenses  paid  or  ac- 
crued by  the  taxpayer  during  the  taxable 
year: 

The  applicable 
In  the  case  of  the:  percentage  is: 

1st  taxable  year 20 

2nd  taxable  year 40 

3rd  taxable  year 60 

4th  taxable  year 80. 

(Hi)  Ordering  rule.— For  purposes  of  this 
subparagraph,  indebtedness  outstanding  on 
November  16.  1985,  shall  be  treated  as  attrib- 
utable first  to  any  excess  described  in  clause 
(iJ,  then  to  any  excess  described  in  clause 
Hi),  and  then  to  other  indebtedness. 

(iv)  Treatment  of  affiliated  group.— For 
purposes  of  this  subparagraph,  all  members 
of  the  saTne  affiliated  group  of  corporations 
(as  defined  in  section  864(e)(5)(A)  of  the  In- 
ternal Revenue  Code  of  1986,  as  added  by 
this  section)  shall  6e  treated  as  one  taxpayer 
whether  or  not  such  memt>ers  filed  a  consoli- 
dated return. 

(CJ  Special  rule.— In  the  case  of  the  first  9 
taxable  yean  beginning  after  December  31, 
1986,  the  foUouHng  applicable  percentages 
shall  be  applied  (in  lieu  of  those  set  forth  in 
subparagraph  (A))  to  interest  expenses  paid 
or  accrued  with  respect  to  the  amount  of  in- 
debtedness described  in  subparagraph  (D)  or 
(£): 

The  applicable 
percentage  is: 

.™ 10 

— 20 

~ 30 

40 


In  the  case  of  the: 
Sth  taxable  year.. 
6th  taxable  year.. 
7th  taxable  year.. 
8th  taxable  year.. 
9th  taxable  year.. 


In  the  case  of  the: 

1st  taxatUe  year 

2nd  taxable  year 

Srd  taxable  year 

4lh  taxable  year.. 


The  applicable 
percentage  is: 

SO 

60 

70 

80 

90. 

(D)  Indebtedness  outstanding  on  may  29, 
1 9S5.— Indebtedness  is  described  in  this  sub- 
paragraph if  it  is  indebtedness  (which  was 
outstanding  on  May  29.  1985)  of  a  corpora- 
tion incorporated  on  June  13.  1917.  which 
has  its  principal  place  of  business  in 
Bartlesville.  Oklahoma. 

(E)  Indebtedness  outstanding  on  may  29. 
1985.— Indebtedness  is  described  in  this  sub- 
paragraph if  it  is  indebtedness  (which  was 
outstanding  on  May  29,  1985)  of  a  member 
of  an  affiliated  group  (as  defined  in  section 
1504(a)),  the  common  parent  of  which  was 
incorporated  on  August  26,  1926,  and  has  its 
principal  place  of  business  in  Harrison. 
New  York. 

(3)  Special  rule.— 

(A)  In  general.- In  the  case  of  a  qualified 
corporation,  in  lieu  of  applying  paragraph 
(2),  the  amendments  made  by  this  section 
shall  not  apply  to  interest  expenses  allocable 
to  any  indebtedness  to  the  extent  such  in- 
debtedness does  not  exceed  $500,000,000  if— 

(i)  the  indebtedness  was  incurred  to  devel- 
op or  improve  existing  property  that  is 
owned  by  the  taxpayer  on  November  16, 
1985.  and  was  acquired  with  the  intent  to 
develop  or  improve  the  property. 

(ii)  the  loan  agreement  with  respect  to  the 
indebtedness  provides  that  the  funds  are  to 
be  utilized  for  purposes  of  developing  or  im- 
proving the  al>ove  property,  and 

(Hi)  the  debt  to  equity  ratio  of  the  compa- 
nies that  join  in  the  filing  of  the  consolidat- 
ed return  is  less  than  15  percent 

(B)  Qualified  corporation— For  purposes 
of  subparagraph  (A),  the  term  "qualified  cor- 
poration "  means  a  corporation— 

(i)  which  was  incorporated  in  Delaware 
on  June  29,  1964. 

(ii)  the  principal  subsidiary  of  which  is  a 
resident  of  Arkansas,  and 

(Hi)  which  is  a  member  of  an  affiliated 
group  the  average  daily  United  States  pro- 
duction of  oil  of  which  is  less  than  50,000 
barrels  and  the  average  daily  United  States 
refining  of  which  is  less  than  150,000  bar- 
rels. 

(4)  Special  rules  for  subsidiary.— The 
amendments  made  by  this  section  shall  not 
apply  to  interest  on  up  to  the  applicable 
dollar  amount  of  indebtedness  of  a  subsidi- 
ary incorporated  on  February  11,  1975,  the 
indebtedness  of  which  on  May  6,  1986,  in- 
cluded— 

(A)  $100,000,000  face  amount  of  11%  per- 
cent notes  due  in  1990, 

(B)  $100,000,000  of  8%  percent  notes  due  in 
1989, 

(C)  &/t  percent  Japanese  yen  notes  due  in 

1991,  and 

(D)  5%  percent  Sunss  franc  bonds  due  in 
1994. 

For  purposes  of  this  paragraph,  the  term 
"applicable  dollar  amount"  means 
$600,000,000  in  the  case  of  taxable  years  be- 
ginning in  1987  through  1991,  $500,000,000 
in  the  case  of  the  taxable  year  beginning  in 

1992,  $400,000,000  in  the  case  of  the  taxable 
year  beginning  in  1993,  $300,000,000  in  the 
case  of  the  taxable  year  t)eginning  in  1994, 
$200,000,000  in  the  case  of  the  taxable  year 
beginning  in  1995.  $100,000,000  in  the  case 
of  the  taxable  year  t>eginning  in  1996,  and 
zero  in  the  case  of  taxable  years  beginning 
ttjter  1996. 

(5)  Special  rule  for  financial  corpora- 
tion.—For  purposes  of  section  864(eJ(SJ  of 


the  Internal  Revenue  Code  of  1986  (as  added 
by  this  section),  a  corporation  shall  be  treat- 
ed as  descrit)ed  in  subparagraph  (C)  of  such 
section  for  any  taxable  year  if— 

(A)  such  corporation  is  a  Delaware  corpo- 
ration incorporated  on  August  20,  1959,  and 

(B)  such  corporation  was  primarily  en- 
gaged in  the  financing  of  dealer  inventory 
or  consumer  purchases  on  May  29,  1985,  and 
at  all  times  thereafter  before  the  close  of  the 
taxable  year. 

(6)  Special  rules  for  allocating  general 

AND  administrative  EXPENSES.— 

(A)  In  general.— In  the  case  of  an  affili- 
ated group  of  domestic  corporations  the 
common  parent  of  which  has  its  principal 
office  in  New  Brunswick.  New  Jersey,  and 
has  a  certificate  of  organization  which  was 
filed  with  the  Secretary  of  the  State  of  New 
Jersey  on  November  10.  1887.  the  amend- 
ments made  by  this  section  shall  not  apply 
to  the  phase-in  percentage  of  general  and 
administrative  expenses  paid  or  incurred  in 
its  1st  3  taxable  years  beginning  after  De- 
cember 31.  1986. 

(B)  Phase-in  percentage —For  purposes  of 
subparagraph  (A): 

In  the  case  of  taxable  The  phase-in 

years  beginning  ijv  percentage  is: 

1987 75 

1988 so 

1989 25. 

SEC  I2IS.  i-vear  modificatios  in  rec.vlations 
PRoviDisa  for  allocatios  of  re- 
search A.\D  E.XPERIMESTAL  E.XPESII- 
in  RES. 

(a)  General  Rule.— For  purposes  of  sec- 
tion 861(b).  section  862(b).  and  section 
863(b)  of  the  Internal  Revenue  Code  of  1954. 
notwithstanding  section  864(e)  of  such 
Code- 

(1)  50  percent  of  all  amounts  allowable  as 
a  deduction  for  qualified  research  and  ex- 
perimental expenditures  shall  be  appor- 
tioned to  income  from  sources  within  the 
United  States  and  deducted  from  such 
income  in  determining  the  amount  of  tax- 
able income  from  sources  wiUiin  the  United 
States,  and 

(2)  the  remaining  portion  of  such  amounts 
shall  be  apportioned  on  the  basis  of  gross 
sales  or  gross  income. 

The  preceding  sentence  shall  not  apply  to 
any  expenditures  descritied  in  section  1.861- 
8(e)(3)(i)(B)  of  the  Income  Tax  Regulations. 

(b)  Qualified  Research  and  Experimental 
Expenditures.— For  purposes  of  this  sec- 
tion— 

(1)  In  general.— The  term  "qualified  re- 
search and  experimental  expenditures" 
means  amounts— 

(A)  which  are  research  and  experimental 
expenditures  uyithin  the  meaning  of  section 
174  of  such  Code,  and 

(B)  which  are  attributable  to  activities 
conducted  in  the  United  States. 

(2)  Treatment  of  depreciation,  etc.— 
Rules  similar  to  the  rules  of  section  174(c)  of 
such  Code  shall  apply. 

(c)  Effective  Date.— This  section  shall 
apply  to  taxable  years  beginning  after 
August  1,  1986,  and  on  or  before  August  1. 
1987. 

SuBTTTLE  C— Taxation  of  Income  Earned 
Through  Foreign  Corporations 

SEC  12! L  income  SUBJECT  TO  CVRRENT  TAXATION. 

(a)  Definftion  of  Foreign  Personal  Hold- 
ing Company  Income.— 

(1)  In  general.— Subsection  (c)  of  section 
954  (defining  foreign  personal  holding  com- 
pany income)  is  amended  to  read  as  follows: 
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"(c)  Foreign  Personal  Holding  Company 
Income.— 

"(1)  In  general.— For  purposes  of  subsec- 
tion (a)(1),  the  term  'foreign  personal  hold- 
ing company  income'  means  the  portion  of 
the  gross  income  which  consists  of: 

"(A)  Dividends,  etc.— Dividends,  interest, 
royalties,  rents,  and  annuities. 

"(B)  Certain  property  transactions.— The 
excess  of  gains  over  losses  from  the  sale  or 
exchange  of  property— 

"(i)  which  gives  rise  to  income  described 
in  subparagraph  (A)  (after  application  of 
paragraph  (2)(A)),  or 

"(ii)  which  does  not  give  rise  to  any 
income. 

This  subparagraph  shall  not  apply  to  gain 
from  the  sale  or  exchange  of  any  property 
which,  in  the  hands  of  the  taxpayer,  is  prop- 
erty described  in  section  1221(1)  or  to  gain 
from  the  sale  or  exchange  of  any  property  by 
a  regular  dealer  in  such  property. 

"(C)  Commodities  transactions.— The 
excess  of  gains  over  losses  from  transactions 
(including  futures,  forward,  and  similar 
transactions)  in  any  commodities.  This  sub- 
paragraph shall  not  apply  to  gains  or  losses 
which— 

"(i)  arise  out  of  bona  fide  hedging  transac- 
tions reasonably  necessary  to  the  conduct  of 
any  business  by  a  producer,  processor,  mer- 
chant, or  handler  of  a  commodity  in  the 
manner  in  which  such  business  is  c}istomar- 
ily  and  usually  conducted  by  others, 

"(ii)  are  active  business  gains  or  losses 
from  the  sale  of  commodities,  but  only  if 
substantially  all  of  the  controlled  foreign 
corporation's  business  is  as  an  active  pro- 
ducer, processor,  merchant,  or  handler  of 
commodities,  or 

"(Hi)  are  foreign  currency  gains  or  losses 
(as  defined  in  section  988(b))  attributable  to 
any  section  988  transactions. 

"(D)  Foreign  currency  gains.— The  excess 
of  foreign  currency  gains  over  foreign  cur- 
rency losses  (as  defined  in  section  988(b))  at- 
tributable to  any  section  988  transactions. 
This  subparagraph  shall  not  apply  in  the 
case  of  any  transaction  directly  related  to 
the  business  needs  of  the  controlled  foreign 
corporation. 

"(E)  Income  equivalent  to  interest.— Any 
income  equivalent  to  interest,  including 
income  from  commitment  fees  (or  similar 
amounts)  for  loans  actually  made. 
"(2)  Exception  for  certain  amounts.— 
"(A)  Rents  and  royalties  derived  in  active 
business.— Foreign  personal  holding  compa- 
ny income  shall  not  include  rents  and  royal- 
ties which  are  derived  in  the  active  conduct 
of  a  trade  or  business  and  which  are  re- 
ceived from  a  person  other  than  a  related 
person  (loithin  the  meaning  of  subsection 
(d)(3)). 

"(B)  Certain  export  financing.— Foreign 
personal  holding  company  income  shaU  not 
include  any  interest  which  is  derived  in  the 
conduct  of  a  banking  business  and  which  is 
export  financing  interest  (as  defined  in  sec- 
tion 904(d)(2)(G)). 

"(3)  Certain  income  received  from  relat- 
ed persons.— 

"(A)  In  general.— Except  as  provided  in 
subparagraph  (B),  the  term  'foreign  personal 
holding  company  income'  does  not  include— 
"(i)  dividends  and  interest  received  from  a 
related  person  which  (I)  is  created  or  orga- 
nized under  the  laws  of  the  same  foreign 
country  under  the  laws  of  which  the  con- 
trolled foreign  corporation  is  created  or  or- 
ganized, and  (ID  has  a  substantial  part  of 
its  assets  used  in  its  trade  or  business  locat- 
ed in  such  same  foreign  country,  and 

"(ii)  rents  and  royalties  received  from  a 
related  person  for  the  use  of,  or  the  privilege 


of  using,  property  vrithin  the  country  under 
the  laws  of  which  the  controlled  foreign  cor- 
poration is  created  or  organized 

"(B)  Exception  not  to  apply  to  items 
WHICH  REDUCE  SUBPART  F  INCOME.— Subpara- 
graph (A)  shall  not  apply  in  the  case  of  any 
interest,  rent,  or  royalty  to  the  extent  such 
interest,  rent,  or  royalty  reduces  the  payor's 
subpart  F  income. " 

(2)  Conforming  amendment.— Subpara- 
graph (A)  of  section  8S4(d)(5)  (relating  to 
certain  provisions  not  to  apply)  is  amended 
by  striking  out  clauses  (Hi)  and  (iv)  and  in- 
serting in  lieu  thereof  the  following: 

"(Hi)  Subparagraph  (B)  of  section 
954(c)(2)  (relating  to  certain  export  financ- 
ing). 

"(iv)  Clause  (i)  of  section  954(c)(3)(A)  (re- 
lating to  certain  income  received  from  relat- 
ed persons)." 
(b)  Definition  of  Insurance  Income.— 
(1)  In  general.— Subsection  (a)  of  section 
953  (defining  income  derived  from  the  insur- 
ance of  United  States  risks)  is  amended  to 
read  as  follows: 

"(a)  General  Rule.— For  purposes  of  sec- 
tion 952(a)(1),  the  term  'insurance  income' 
means  any  income  which— 

"(1)  is  attributable  to  the  issuing  (or  rein- 
suring) of  any  insurance  or  annuity  con- 
tract— 

"(A)  in  connection  with  property  in,  li- 
ability arising  out  of  activity  in.  or  in  con- 
nection with  the  lives  or  health  of  residents 
of,  a  country  other  than  the  country  under 
the  laws  of  which  the  controlled  foreign  cor- 
poration is  created  or  organized,  or 

"(B)  in  connection  with  risks  not  de- 
scribed in  subparagraph  (A)  as  the  result  of 
any  arrangement  whereby  another  corpora- 
tion receives  a  substantially  equal  ajnount 
of  premiums  or  other  consideration  in  re- 
spect of  issuing  (or  reinsuring)  a  contract 
described  in  subparagraph  (A),  and 

"(2)  would  (subject  to  the  modifications 
provided  by  paragraphs  (1)  and  (2)  of  sub- 
section (b))  be  taxed  under  subchapter  L  of 
this  chapter  if  such  income  were  the  income 
of  a  domestic  insurance  company. " 

(2)  Special  rule  for  certain  captive  insur- 
ance companies.— Section  953  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subsection: 

"(c)  Special  Rule  for  Certain  Captive  In- 
surance Companies.— 

"(1)  In  GENERAL.-For  purposes  only  of 
taking  into  account  related  person  insur- 
ance income— 

"(A)  the  term  'United  States  shareholder' 
means,  with  respect  to  any  foreign  corpora- 
tion, a  United  States  person  (as  defined  in 
section  957(c))  who  owns  (within  the  mean- 
ing of  section  958(a))  any  stock  of  the  for- 
eign corporation,  and 

"(B)  the  term  controlled  foreign  corpora- 
tion' has  the  meaning  given  to  such  term  by 
section  957(a)  determined  by  substituting 
'25  percent  or  more'  for  'more  than  50  per- 
cent'. 

"(2)  Related  person  insurance  income.— 
For  purposes  of  this  subsection,  the  term  're- 
lated person  insurance  income'  means  any 
insurance  income  attributable  to  a  policy  of 
insurance  or  reinsurance  with  respect  to 
which  the  primary  insured  is  a  United 
States  shareholder  in  the  foreign  corpora- 
tion or  a  related  person  (within  the  meaning 
of  section  954(d)(3))  to  such  a  shareholder. 
"(3)  Exceptions.— 

"(A)  Corporations  not  held  by  in- 
sureds.—Paragraph  (1)  shall  not  apply  to 
any  foreign  corporation  if  at  all  times 
during  the  taxable  year  of  such  foreign  cor- 
poration— 


"(i)  less  than  20  percent  of  the  total  com- 
bined voting  power  of  all  classes  of  stock  of 
such  corporation  entitled  to  vote,  and 

"(ii)  less  than  20  percent  of  the  total  value 
of  such  corporation, 

is  owned  (ditectly  or  indirectly  under  the 
principles  of  section  883(c)(4))  by  persons 
who  are  the  primary  insured  under  any 
policy  of  insurance  or  reinsurance  issued  by 
such  corporation  or  who  are  related  persons 
(within  the  meaning  of  section  954(d)(3))  to 
any  stu:h  primary  insured 

"(B)  De  minimis  exception.— Paragraph  (1) 
shaU  not  apply  to  any  foreign  corporation 
for  a  taxable  year  of  such  corporation  if  the 
related  person  insurance  income  of  such  cor- 
poration for  such  taxable  year  is  less  than 
20  percent  of  its  insurance  income  for  such 
taxable  year  determined  without  regard  to 
those  provisions  of  subsection  (a)(1)  which 
limit  insurance  income  to  income  from 
countries  other  than  the  country  in  which 
the  corporation  was  created  or  organized 

"(C)  Election  to  treat  income  as  effec- 
tively connected.— Paragraph  (1)  shall  not 
apply  to  any  foreign  corporation  for  any 
taxable  year  if— 

"(i)  such  corporation  elects  (at  such  time 
and  in  such  manner  as  the  Secretary  may 
prescribe)— 

"(I)  to  treat  its  related  person  insurance 
income  for  such  taxable  year  as  income  ef- 
fectively connected  with  the  conduct  of  a 
trade  or  business  in  the  United' States,  and 
"(II)  to  waive  all  benefits  with  respect  to 
related  person  insurance  income  under  any 
income  tax  treaty  between  the  United  States 
and  any  foreign  country,  and 

"(ii)  such  corporation  meets  such  require- 
ments as  the  Secretary  shall  prescrH>e  to 
ensure  that  the  tax  imposed  by  this  chapter 
on  such  income  is  paid. 
"(D)  Special  rules  for  subparagraph  id.— 
"(i)  Election  irrevocable.— Any  election 
under  subparagraph  (C)  shall  apply  to  the 
taxable  year  for  which  made  and  all  subse- 
quent taxable  years  unless  revoked  with  the 
consent  of  the  Secretary. 

(ii)  Exemption  from  tax  imposed  by  sec- 
tion 4371.— The  tax  imposed  by  section  4371 
shall  not  apply  with  respect  to  any  related 
person  iiisurance  income  treated  as  effec- 
tively connected  with  the  conduct  of  a  trade 
or  business  within  the  United  States  under 
subparagraph  (C). 

"(4)  Treatment  of  mutual  insurance  com- 
PANiES.—In  the  case  of  a  mutual  insurance 
company— 
"(A)  this  subsection  shall  apply. 
"(B)  policyholders  of  such  company  shall 
be  treated  as  shareholders,  and 

"(C)  appropriate  adjustments  in  the  appli- 
cation of  this  subpart  shall  be  made  under 
regulations  prescribed  by  the  Secretary. 

"(5)  Regulations.— The  Secretary  shaU 
prescribe  such  regulations  as  may  be  neces- 
sary to  carry  out  the  purposes  of  this  subsec- 
tion, including  regulations  preventing  the 
avoidance  of  this  subsection  through  cross 
insurance  arrangements  or  otherwise.  " 
(3)  Conforming  amendments.— 

(A)  Paragraph  (1)  of  section  952(a)  (defin- 
ing subpart  F  income)  is  amended  to  read  as 
follows: 

"(1)  insurance  income  (as  defined  under 
section  953), ". 

(B)  Subsection  (e)  of  section  954  is  amend- 
ed by  striking  out  the  last  sentence. 

(C)  Subsection  (b)  of  section  957  is  amend- 
ed by  striking  out  "income  derived  from  in- 
surance of  United  States  risks"  and  insert- 
ing in  lieu  thereof  "insurance  income". 


UMI 


24292                                         CONGRESSIONAL  RECORD-HOUSE  September  18,  1986 

''^J'lf,''^^i°?'^«^^'^i''9  for  section  953  U  ship,  trust  or  estate,  control  means  the  own-     quent    taxable    year    over    the    subpart    F 

tT^*^. '°  ""^  *"  ^''"°'^''  ''^^'^-  '^'''''"y  °^  indirectly,  of  50  percent     income  of  such  foreign  corporation  fir  such 

-SBC.  «*  mi'RAycE  ISCOME.  ••  or  more  (by  value)  of  the  beneficial  interests     taxable  year  shall  be  recharacterized  as  ^b- 

(EJ  The  table  of  sections  for  subpart  F  of  'i  such  partnership,    trust,   or  estate.   For    part  F  income  under  rules  similar  to  the 

part  III  of  subchapter  N  of  chapter  1   is  purposes  of  this  paragraph,  rules  similar  to     rules  applicable  under  section  904(f)(5t  " 

amended  by  striking  out  the  item  relating  to  the  rules  of  section  958  shall  apply."                     (gf  Effective  Dates — 

section  953  and  inserting  in  lieu  thereof  the  <f>    Repeal    of    Certain    Limitations    on        (D  In  general  —Except  as  othervnse  pro 

foUowing:  Amount  of  Subpart  F  INCOME.-Section  952    vided  in  this  subsection,  the  amendmenU 

"Sec.  953.  Insurance  income.-  fw^'"''  't^Y^  F  income >  is  amended  by     made  by  this  section  shaU  apply  to  taxable 

,c>  REPEAL  OF  EXCLUSION  FOR  REiNVESTEn  lenTnZriLXZlLZto'l^i^  ""^  '"■     'c^el o^LX^f}  /,°r""°'"    ''^^""*"' 

'"^r^N^^^N^E^r-Paragraph  ,2>  of  section  "'^1,  t;^^^!"                                                .o^^S^.^^^ri.^ro^^  ""''^'"^ 

95m>  (relating  to  exclusion  for  reinvested  -(AJ  Subpart  f  income  limited  to  current      ZuTo^J^^^-lnZc^eofanv  ouali 

shxpjnng  income,  is  hereby  repealed.  earnings  and  profits.-Fot  purposes  of  sub-    ftedcontrolleTforeign  corZluon- 

(2)  Space  and  certain  ocean  activities  in-  section  (a>.  the  subpart  F  income  of  any  con-  a,  the  amendM^maTbv  subsection  (r, 
CLVDED.-Subsection  (f,  of  section  954  ide-  trolled  foreign  corporation  for  any  taxable  sAa/Sp/Tro  toabirvea?/ enSno  on  or 
fining    foreign     base     company     shipping  year  shallnot  exceed  the  earnings  and  prof-     X"  ya„„arv  ,  i992  Ld 

incomeJ  is  amended  by  adding  at  the  end  Us  of  such  corporation  for  such  taxable  year        (iijZcZZgsTamUAJ  and  95S(a,(2,(A, 

thereof  the  following  new  sentence.  ■■(B)  Certain  prior  year  deficit  may  be    of  tLlTr^ialR^eZtco^  %i9S(o^ 

Such   term  includes  any  income  derived  taken  into  account.-                                         amended  by  subsection  (c,(3)  shall  be  ap- 

from  a  space  or  ocean  activity  (as  defined  in  'i>  In  OENERAL.-The  amount  included  in     pUed  by  substituting  "ending  before  1992" 

section  S63(d)(2)).  "  the  gross  income  of  any  United  States  share-    for  "beginning  before  1987" 

(3)  Conforming  amendments.-  holder  under  section  951(a)(l)(A)(i>  for  any        (B)  Qualified  controlled  foreic.n  rn^Pr, 
(AJdJ  Section  954  is  amended  by  striking  taxable  year  and  attributable  to  a  qualified     ration -F^puw^s^subp^^^^ 

out  subsection  (gi  and  by  redesignating  sub-  activity  shall  be  reduced  by  the  amount  of    ^eUrm-°auSTcontroUeI%rZn^^^ 

section  (h,  as  subsection  (g).  such   shareholder's   pro   rata  share  of  any     ratinJ^rn^n„J^^Z°„Z^,,^^^ 

(ii)   Paragraph    (5>   of  section    954(a,    is  qualified  deficit                                               "     ^^   °"   ZZinJLTl.r^^nll^^''^,"'^^^ 

amended  by  striking  out  ■determined  under  "<ii,  Qualified  DEFiciT.-The  term    quali-     CodeV                                                  ^ 

subsection  (h)"  and  inserting  in  lieu  thereof  fied  deficit'  means  any  deficit  in  earnings        n,  if  the  United  States  aaent  of  i^.rh  mr 

"determined  under  subsection  (gr.  and  profits  of  the  controlled  foreign  corpo-     noratioriis  a  dom^f/^ro3„ ««,,,« ^^^I" 

(BJ  Subparagraph  (AJ  of  section  955(a,<l,  ration  for  any  pnor   taxable   year   wMch     raledZ MarchlTlTsi  aV^^^^              ^^ 

U  amended  by  striking  out  "all  prior  taxable  began    after   December    31.    1986.    and  for        '^y  onmarcn  jj.  /»sj.  and 

years"  and   inserting   in   lieu   thereof    'all  which    the   controlled  foreign    corporation        ,n  li^  ^^,#,«„  .      /■                   ,-         ^       ^ 

pnor  taxable  years  beginning  before  1987".  was  a  controlled  foreign  corporZon;  but     coriZtZ% dated  jZ°2?79T3°2n  J '''"'' 

(CI  Subparagraph  (A)  of  section  955(a,(2)  only  to  the  extent  such  deficit-                               nnTlT      '^"^^^'^^'l  ^^'  ■'5"'  fj"^ 

is  amended  by  striking  out    'at  the  close  of  "dl  is  attributable  to  the  same  qualified     ,„w!"™  „H7,'t  ]°^f'^^  f  "'?"""  °"'"^'' 

the  preceding  taxable  year"  and  inserting  in  activity  as  the  activity  giving  rise  to  the     l"i "1  w^  J  v         I     {  ,lcc  °^  '"'^°'^'"'°- 

lieu  thereof  -as  of  the  close  of  the  last  tax-  income  being  offset  and                                       tion  is  dated  November  2.  1965. 

able  year  beginning  before  1987".  "(II)  has  not  previously  been  taken  into     rntiJj^^^'^"   ^"^    ^^*^'«"*'   "^'"surance 

(d)  Exception  Where  Foreign  Corpora-  account  under  this  subparagraph.                      contracts. 

TION  Not  Availed  of  To  Reduce  TAX.-Para-  "(Hi)  Qualified  AcriviTv.-For  purposes  of    ,„'„!,     GENERAL.-In  the  case  of  the  1st  3 

graph  (41  of  section  954(b)  (relating  to  ex-  this  paragraph,  the  term   qualified  activity    i°f°^'^  years  of  a  qualified  controlled  for- 

ceptxon  for  foreign  corporations  not  availed  means  any  activity  giving  rise  to-                     tX  '"/"''*'■  beginning  after  December  31. 

of  to  reduce  taxes)  is  amended  to  read  as  fol-  "<I>     foreign     base     company     shipping     fw; "^^f -fJ!!.^'"!^     T          "      "  f ''"°", 

lows:  income                                                      ""   --y     shall  not  apply  to  the  phase-in  percentage  of 

"(4)  Exception  for  CERTAIN  INCOME  subject  "(II)' foreign   base   company   oil    related     ""^yi^^Wed  reinsurance  income 

to  high  foreign  TAXES.-For  purposes  of  sub-  income.                                                                       ^'  ^"*^^"'  percentage. -For  purposes  of 

section   (a)  and  section   953,  foreign   base  "(III)  in  the  case  of  a  qualified  insurance     *"°P<"'"i"'<»P''  '^f' 

company    income    and    insurance    income  company,  insurance  income  or                            ^^  ^^^  case  of  taxable                  The  phase-in 

shall  not  include  any  item  of  income  re-  "(IV)  in  the  case  of  a  qualified  financial        years  beginning  in:                 percentage  is: 

ceived  by  a  controlled  foreign  corporation  if    institution,  foreign  personal  holding  compa-        ^^*'' 75 

the  taxpayer  establishes  to  the  satisfaction     ny  income.  1988 sO 

of  the  Secretary  that  such  income  was  sub-        "(iv)  Pro  rata  share.— For  purposes  of  this        ^**5 25 

ject  to  an  effective  rate  of  income  tax  im-  paragraph,  the  shareholder's  pro  rata  share        (C)  Qualified  controlled  foreign  insur- 

posed  by  a  foreign  country  greater  than  90  of  any  deficit  for  any  prior  taxable  year    ER.—For  purposes   of  this   paragraph,    the 

^^ent  of  the  maximum  rate  of  tax  sped-  shall  be  determined  under  rules  similar  to     term  "qualified  controlled  foreign  insurer" 

fied  in  section  11.   The  preceding  sentence  rules  under  section  951(a)(2)  for  whichever     means— 

shaU  not  apply  to  foreign  base  company  oil-  of  the  following  yields  the  smaller  share:                (i)    any    controlled   foreign    corporation 

reiaUd    income    described    in    subsection  "(I)  the  close  of  the  taxable  year,  or                 which  on  August  16,  1986,  was  a  member  of 

,  .'^                     ^  '^^^  ^^  ^^°^^  °f  ''•^  ^<^<^ble  year  in  which     an  affiliated  group  (as  defined  in  section 

(e)  DEHNmoN  OF  Related  Person.-  the  deficit  arose.                                                  1504(a)  of  the  Internal  Revenue  Code  of  1986 
(1)  Paragraph  (3)  of  section  954(d)  (defin-  "(v)   Qualified   insurance   coMPANv.-For    without  regard  to  subsection  (b)(3)  thereof) 

xng  related  person)  w  amended  by  striking  purposes  of  thU  subparagraph,  the  term  which  had  as  its  common  parent  a  corpora- 
out  subparagraphs  (A),  (B),  and  (C).  and  in-  -qualified  insurance  company'  means  any  tion  incorporated  in  Delaware  on  July  9 
serttng  tn  lieu  thereof  the  following:  controlUd  foreign  corporation  predominant     1967.  with  executive  offices  in  New  York, 

(A)  such  person  is  an  individual  corpo-  ly  engaged  in  the  active  conduct  of  an  insur-     New  York,  or 

ration,  partnership,  trust  or  estate  which  ance  business  in  the  taxable  year  and  in  the       (ii)   any   controlUd  foreign   corporation 

controls,  or  «  controlled  by.  the  controUed  prior   taxable   years   in    which    the   deficit     which  on  August  16.  1986,  was  a  member  of 

^^^  <=°'T>o"^i^o^.  or  a«MC.                                                                        an  affUiaUd  group  (as  so  defined)  which 

(B)such  person  «  a  corporation,  partner-  "(viJ  Quaufied  financial  iNSTnvTioN.-For    had  as  its  common  parent  a  corporation  in- 

ihtp,  trust  or  estaU  which  U  controlled  by  purposes  of  thU  paragraph,  the  term  'quali-     corporated  in  Delaware  on  March  31    1982 

the  sarne  Person  or  persona  which  control  fied  financial  institution'  means  any  con-     with  executive  offices  in  Philadelphia^ Penri- 

the  controlled  foreign  corporation."  trolled  foreign   corporation  predominantly     sylvania. 

'^'  J^^^f^J^u.  '^'  °^  *^^^on   954(d)  is  engaged  in  the  active  conduct  of  a  banking,        (D)   Quaufied  reinsurance  income  —For 

amended  by  strUcing  out  the  last  2  sentences  financing,  or  similar  business  in  the  taxable    purposes  of  thU  paragraph,  the  term  'quali- 

arul  inserting  xn  Ixeu  thereof  the  foUowing:  year  and  in  the  prior  taxable  year  in  which    fied  reinsurance  income'  means  any  insur- 

For  puTpoaes  of  the  preceding  sentence,  the  deficit  arose                                                  ance  income  attributable  U  risks  (other  than 

contra  means,  with  respect  to  a  corpora-  "(2)    Recharacterization   in   subsequent    risk  described  in  section  9S3(a)  or  954(e)  of 

turn,  the  ovmershtp.  dxrecUy  or  indirecUy.  of  taxable  years.-U  the  subpart  F  income  of    such  Code  as  in  effect  on  the  day  before  the 

stock  possessing  SO  percent  or  more  of  the  any  controlled  foreign  corporation  for  any     date  of  the  enactment  of  thU  Act)  assumed 

riSi?'   ^?  '^"^  °/  *^  «^'«'^*"  0/  ''oc*  «»-  taxable  year  was  reduced  by  reason  of  para-     as  of  August  16,  1986.  under  a  reinsurance 

titled  to  voU  or  of  the  total  value  of  stock  of  graph  (1J(A),  any  excess  of  the  earnings  and     contract  in  effect  on  such  date.  For  purposes 

men  corvomtton.  In  the  case  of  a  partner-  profits  of  such  corporation  for  any  subse-    of  the  preceding  sentence,  insurance  income 
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shall  mean  the  underwriting  income  (as  de- 
fined in  section  832(b)(3)  of  such  Code)  and 
investment  income  derived  from  an  amount 
of  assets  (to  be  segregated  and  separately 
identified)  equivalent  to  the  ordinary  and 
necessary  insurance  reserves  and  necessary 
surplus  equal  to  '/,  of  earned  premium  attrib- 
utable to  such  contracts. 

SEC.  I21t  TESTING  CONTROLLED  FOREIGN  CORPO- 
RATIONS AND  FOREIGN  PERSONAL 
HOLDING  COMPANIES  BY  VALVE  AND 
VOTING  POWER. 

(a)  Definition  of  Controlled  Foreign 
Corporation.— 

(1)  In  general.— Subsection  (a)  of  section 
957  (defining  controlled  foreign  corpora- 
tion) is  amended  to  read  as  follows: 

"(a)  General  Rule.— For  purposes  of  this 
subpart,  the  term  'controlled  foreign  corpo- 
ration' means  any  foreign  corporation  if 
more  than  SO  percent  of— 

"(1)  the  total  combined  voting  power  of  all 
classes  of  stock  of  such  corporation  entitled 
to  vote,  or 

"(2)  the  total  value  of  the  stock  of  such 
corporation, 

is  owned  (within  the  meaning  of  section 
958(a)),  or  is  considered  as  owned  by  apply- 
ing the  rules  of  ownership  of  section  958(b), 
by  United  States  shareholders  on  any  day 
during  the  taxable  year  of  such  foreign  cor- 
poration. " 

(2)  Special  rule  for  insurance.— Subsec- 
tion (b)  of  section  957  is  amended  by  strik- 
ing out  "all  classes  of  stock"  and  inserting 
in  lieu  thereof  "all  classes  of  stock  (or  more 
than  25  percent  of  the  total  value  of  stock)". 

(b)  Definition  of  Foreign  Personal  Hold- 
ing Company.— Paragraph  (2)  of  section 
552(a)  (defining  foreign  personal  holding 
company)  is  amended  to  read  as  follows: 

"(2)  Stock  ownership  requirement.— At 
any  time  during  the  taxable  year  more  than 
50  percent  of— 

"(A)  the  total  combined  voting  power  of 
all  classes  of  stock  of  such  corporation  enti- 
tled to  vote,  or 

"(B)  the  total  value  of  the  stock  of  such 
corporation, 

is  owned  (directly  or  indirectly)  by  or  for 
not  more  than  5  individuals  who  are  citi- 
zens or  residents  of  the  United  States  (here- 
inafter in  this  part  referred  to  as  the  'United 
States  group')." 

(c)  Effective  Date.— 

(1)  In  general.— The  amendments  made  by 
thU  section  shall  apply  to  taxable  years  of 
foreign  corporations  beginning  after  Decem- 
ber 31,  1986;  except  that  for  purposes  of  ap- 
plying sections  951(a)(1)(B)  and  956  of  the 
Internal  Revenue  Code  of  1986,  such  amend- 
menU  shaU  take  effect  on  August  16,  1986. 

(2)  Transitional  rule.— In  the  case  of  any 
corporation  treated  as  a  controlled  foreign 
corporation  by  reason  of  the  amendments 
made  by  this  section,  property  acquired 
before  August  16,  1986,  shaU  not  be  taken 
into  account  under  section  956(b)  of  the  In- 
ternal Revenue  Code  of  1986. 

(3)  Special  rule  for  beneficiary  of 
trust.— In  the  case  of  an  individual— 

(A)  who  is  a  beneficiary  of  a  trust  which 
was  established  on  December  7.  1979.  under 
the  laws  of  a  foreign  jurisdiction,  and 

(B)  who  was  not  a  citizen  or  resident  of 
the  United  States  on  the  date  the  trust  v>as 
established, 

amounts  which  are  included  in  the  gross 
income  of  such  beneficiary  under  section 
951(a)  of  the  Internal  Revenue  Code  of  1986 
with  respect  to  stock  held  by  the  trust  (and 
treated  as  distributed  to  the  trust)  shall  be 
treated  as  the  first  amounts  lo/iic/i  are  dis- 
tributed by  the  trust  to  such  beneftciary  and 


as  amounts  to  which  section  959(a)  of  such 
Code  applies. 

SEC.  ms.  SUBPART  F  DE  MINIMIS  RULE. 

(a)  General  Rule.— Paragraph  (3)  of  sec- 
tion 954(b)  (relating  to  special  rule  where 
foreign  base  company  income  is  less  than  10 
percent  or  more  than  70  percent  of  gross 
income)  is  amended  to  read  as  follows: 

"(3)  De  minimis,  etc..  rules.— For  purposes 
of  subsection  (a)  and  section  953— 

"(A)  De  minimis  rule.— If  the  sum  of  for- 
eign base  company  incom£  (determined 
unthout  regard  to  paragraph  (5)>  and  the 
gross  insurance  income  for  the  taxable  year 
is  less  than  the  lesser  of— 

"(i)  5  percent  of  gross  income,  or 

"(ii)  $1,000,000, 
no  part  of  the  gross  income  for  the  taxable 
year  shall  be  treated  as  foreign  base  compa- 
ny income  or  insurance  income. 

"(B)  Foreign  base  company  income  and  in- 
surance income  in  excess  of  70  PERCENT  OF 

gross  income.— If  the  sum  of  the  foreign 
base  company  income  (determined  unthout 
regard  to  paragraph  (5))  and  the  gross  insur- 
ance income  for  the  taxable  year  exceeds  70 
percent  of  gross  income,  the  entire  gross 
income  for  the  taxable  year  shall,  subject  to 
the  provisions  of  paragraphs  (4)  and  (5),  be 
treated  as  foreign  base  company  income  or 
insurance  income  (whichever  is  appropri- 
ate). 

"(C)  Gross  insurance  income.— For  pur- 
poses of  subparagraphs  (A)  and  (B),  the  term 
'gross  insurance  intome'  means  any  item  of 
gross  income  taken  into  account  in  deter- 
mining insurance  income  under  section 
953." 

(b)  Technical  Amendments.— 

(1)  Clause  (ii)  of  section  864(d)(5)(A)  is 
amended  by  striking  out  "less  than  10  per- 
cent" and  inserting  in  lieu  thereof  "less  than 
5  percent  or  $1,000,000". 

(2)  Clause  (i)  of  section  881(c)(4)(A)  is 
amended  by  striking  out  "less  than  10  per- 
cent" and  inserting  in  lieu  thereof  "less  than 
5  percent  or  $1,000,000". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

SEC  1214.  REPEAL  OF  SPECIAL  TREATMENT  OF  POS- 
SESSIONS CORPORATIONS 

(a)  General  Rule.— Section  957  (defining 
controlled  foreign  corporations:  United 
States  persons)  is  amended  by  striking  out 
subsection  (c)  and  by  redesignating  subsec- 
tion (d)  as  subsection  (c). 

(b)  Effective  Dates.— 

(1)  In  general.— The  amendment  made  by 
subsection  (a)  shall  apply  to  taxable  years  of 
foreign  corporations  l)eginning  after  Decem- 
ber 31.  1986;  except  that  for  purposes  of  ap- 
plying sections  951(a)(1)(B)  and  956  of  the 
Internal  Revenue  Code  of  1986,  such  amend- 
menU  shall  take  effect  on  August  16,  1986. 

(2)  TuANsmoNAL  RULE.— In  the  case  of  any 
corporation  treated  as  a  controlled  foreign 
corporation  by  reason  of  the  amendTnent 
made  by  subsection  (a),  properly  acquired 
before  August  16,  1986.  shall  not  be  taken 
into  account  under  section  956(b)  of  the  In- 
ternal Revenue  Code  of  1986. 
SEC.  no.  ONLY  effectively  connected  capital 

GAINS  AND  LOSSES  OF  FOREIGN  COR- 
PORATIONS TAKEN  INTO  ACCOINT FOR 
PURPOSES  OF  ACCUMULATED  EARN- 
INGS TAX  AND  PERSONAL  HOLDING 
COMPANY  PROVISIONS 

(a)  Accumulated  Earnings  Tax.— Subsec- 
tion (b)  of  section  535  (relating  to  adjust- 
ments to  taxable  income)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(9)  Special  rule  for  capital  gains  and 
losses  or  roKxiaH  corporations.— In   the 


case  of  a  foreign  corporation,  paragraph  (6) 
shall  be  applied  by  taking  into  account  only 
gains  and  losses  which  are  effectively  con- 
nected with  the  conduet  of  a  trade  or  busi- 
ness within  the  United  States  and  are  not 
exempt  from  tax  under  treaty. " 

(b)  Personal  Holding  Company  Provi- 
siONS.— Subsection  (b)  of  section  545  (relat- 
ing to  adjustments  to  taxable  income)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(7)  Special  rule  for  capital  gains  and 
losses  of  foreign  corporations.— In  the 
case  of  a  foreign  corporation,  paragraph  (5) 
shall  be  applied  by  taking  into  account  only 
gains  and  losses  which  are  effectively  con- 
nected uiith  the  conduct  of  a  trade  or  busi- 
ness unthin  the  United  States  and  are  not 
exempt  from  tax  under  treaty. " 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shaU  apply  to  gains 
and  losses  realized  on  or  after  March  1,  1986. 

SEC.  Ills.  DEDlCTIO.\S  FOR  DIVIDENDS  RECEIVED 
FROM  CERTAIN  FOREIGN  CORPORA- 
TIO.\S 

(a)  General  Rule.— Subsection  (a)  of  sec- 
tion 245  is  amended  to  read  as  follows: 

"(a)  Dividends  From  IOPercent  Owned 
Foreign  Corporations.— 

"(1)  In  general.— In  the  case  of  dividends 
received  by  a  corporation  from  a  qualified 
10-percent  owned  foreign  corporation,  there 
shall  be  allowed  as  a  deduction  an  amount 
equal  to  the  percent  (specified  in  section  243 
for  the  taxable  year)  of  the  U.S.source  por- 
tion of  such  dividends. 

"(2)  Qualified  io-percent  owned  foreign 
CORPORATION.— For  purposes  of  this  subsec- 
tion, the  term  'qualified  lOpercent  owned 
foreign  corporation'  means  any  foreign  cor- 
poration (other  than  a  foreign  personal 
holding  company  passive  foreign  invest- 
ment company/  if  at  least  10  percent  of  the 
stock  of  such  corporation  (by  vote  and 
value)  is  owned  by  the  taxpayer. 

"(3)  U.S.-souRCE  PORTION.— For  purposes  of 
this  subsection,  the  U.S. -source  portion  of 
any  dividend  is  an  amount  which  bears  the 
same  ratio  to  such  dividend  as— 

"(A)  the  post-1986  undistributed  U.S.  earn- 
ings, bears  to 

"(B)  the  total  post-1986  undistributed 
earnings. 

"(4)    P0ST-I9es     UNDISTRIBUTED    EARNINGS.— 

For  purposes  of  this  subsection,  the  term 
'post-1986  undistributed  earnings'  has  the 
meaning  given  to  such  term  by  section 
902(c)(1). 

"(5)     POST-19U     UNDISTRIBUTED     U.S.     EARN- 

INGS.—For  purposes  of  this  subsection,  the 
term  'post-1986  undistributed  U.S.  earnings' 
means  the  portion  of  the  postl986  undis- 
tributed earnings  which  is  attributable  to— 

"(A)  income  of  the  qualified  lO-percent 
owned  foreign  corporation  which  is  effec- 
tively connected  with  the  conduct  of  a  trade 
or  busiruss  within  the  United  Slates  orid 
subject  to  tax  under  this  chapter,  or 

"(B)  any  dividend  received  (directly  or 
through  a  wholly  owned  foreign  corpora- 
tion) from  a  domestic  corporation  at  least 
80  percent  of  the  stock  of  which  (by  vote  and 
value)  is  ovmed  (directly  or  through  sxtch 
wholly  owned  foreign  corporation)  by  the 
qualified  1 0-percent  owned  foreign  corpora- 
tion. 

"(6)  Special  rule.— If  the  1st  day  on  whtch 
the  requirements  of  paragraph  (2)  are  met 
with  respect  to  any  foreign  corporation  is  in 
a  taxable  year  of  such  corporation  begin- 
ning after  December  31,  1986.  the  post-1986 
undistributed  earnings  and  the  post- 1986 
undistributed  U.S.  earnings  of  such  corpora- 
tion shall  be  determined  by  only  taking  into 
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account  periods  beginning  on  and  after  the 
1st  day  of  the  1st  taxable  year  in  which  such 
requirements  are  met 

"(7)  Coordination  with  subsection  (b).— 
Earnings  and  profits  of  any  qualified  10- 
percent  owned  foreign  corporation  for  any 
taxable  year  shall  not  be  taken  into  account 
under  this  subsection  if  the  deduction  pro- 
vided by  subsection  (b)  would  be  allowable 
with  respect  to  dividends  paid  out  of  such 
earnings  and  profits. 

"IS)  Coordination  with  section  902.— In 
the  case  of  a  dividend  received  by  a  corpora- 
tion from  a  qualified  10-percent  owned  for- 
eign corporation,  no  credit  shall  be  allowed 
under  section  901  for  any  taxes  treated  as 
paid  under  section  902  with  respect  to  the 
U.S.-source  portion  of  such  dividend 

"19)  Coordination  with  section  904.— For 
purposes  of  section  904.  the  U.S.-source  por- 
tion of  any  dividend  received  by  a  corpora- 
tion from  a  qualified  lO-percent  owned  for- 
eign corporation  shall  be  treated  as  from 
sources  in  the  United  States. " 

<bt  Technical  Amendment.— Subsection  id) 
of  section  959  is  amended  by  striking  out  the 
period  at  the  end  thereof  and  inserting  in 
lieu  thereof  ":  except  that  such  distributions 
shall  immediately  reduce  earnings  and  prof- 
its." 

10  Effective  Dates- 
ID  In  general.— The  amendment  made  by 
subsection  la)  shall  apply  to  distributions 
out  of  earnings  and  profits  for  taxable  years 
beginning  after  December  31.  1986. 

12)  Subsection  ib).—The  amendment  made 
by  subsection  lb)  shall  apply  to  distributions 
after  the  date  of  the  enactment  of  this  Act. 

SEC.  1227.  SPECIAL  RILE  FOR  APPLUATIOS  OF  SEC- 
TIO.\  954  TO  IERTAIS  OIVIDESDS. 

la)  In  General.— For  purposes  of  section 
9S4ic)i3>lA)  of  the  Internal  Revenue  Code  of 
1986.  any  dividends  received  by  a  qualified 
controlled  foreign  corporation  Iwithin  the 
meaning  of  section  951  of  such  Code)  during 
any  of  its  last  5  taxable  years  beginning 
after  December  31.  1986.  with  respect  to  its 
32.7  percent  interest  in  a  Brazilian  corpora- 
tion shall  be  treated  as  if  such  Brazilian  cor- 
poration were  a  related  person  to  the  quali- 
fied controlled  foreign  corporation  to  the 
extent  the  Brazilian  corporation's  income  is 
attributable  to  its  interest  in  the  trade  or 
business  of  mining  in  Brazil 

lb)  Quality  Controlled  Foreign  Corpo- 
ration.—For  purposes  of  this  section,  a 
qualified  controlled  foreign  corporation  is  a 
corporation  the  greater  than  99  percent 
shareholder  of  which  is  a  company  original- 
ly incorporated  in  Montana  on  July  9.  1951 
I  the  name  of  which  was  changed  on  August 
10,  1966). 

10  Effective  Date.— The  amendment 
made  Ity  this  section  shall  apply  to  divi- 
dends received  after  December  31.  1986. 

SEC   /«&  SPSOAL  RVLE  FOR  APPLYISG  SECTIOS 
817. 

(a)  In  General.— For  purposes  of  section 
897  of  the  Internal  Revenue  Code  of  1986, 
gain  shall  not  be  recognized  on  the  transfer, 
aale,  exchange,  or  other  disposition,  of 
shares  of  stock  of  a  United  States  real  prop- 
erty holding  company,  if— 

ID  such  United  States  real  property  hold- 
ing company  is  a  Delaware  corporation  in- 
corporated on  January  17,  1984, 

12)  the  transfer,  sale,  exchange,  or  other 
disposition  is  to  ony  memtyer  of  a  qualified 
ovmership  group, 

13)  the  recipient  of  the  share  of  stock 
elects,  for  purposes  0/  such  section  897,  a 
earmover  basis  in  the  transferred  shares. 


14)  an  election  under  this  section  applies 
to  such  transfer,  sale,  exchange,  or  other  dis- 
position. 

lb)  Member  of  a  Qualified  Ownership 
Group.— For  purposes  of  this  section,  the 
term  "memlyer  of  a  qualified  ownership 
group"  means  a  corporation  incorporated 
on  June  16.  1890.  under  the  laws  of  the  Neth- 
erlands or  a  corporation  incorporated  on 
October  18.  1897.  under  the  laws  of  the 
United  Kingdom  or  any  corporation  owned 
directly  or  indirectly  by  either  or  both  such 
corporations. 

10  Election.— An  election  under  this  sec- 
tion shall  be  made  at  such  time  and  in  such 
manner  as  the  Secretary  of  the  Treasury  or 
his  delegate  may  prescribe,  and  an  election 
under  this  section  may  only  be  made  with 
respect  to  1  transfer,  sale,  exchange,  or  other 
disposition. 

Id)  Effective  Date.— The  provisions  of  this 
section  shall  take  effect  on  the  date  of  the 
enactment  of. this  section. 
Subtitle  D— Special  Tax  Provisions  for 
United  States  Persons 
sbc.  1231.  mooifi(atio.\s  to  sfatio\  9]g. 
la)  Treatment  of  Intangibles.— 
ID      Cost      sharing      method.— Section 
936ih)l5)iC)ii)iI)  is  amended— 

lA)  by  striking  out  "the  same  proportion 
of  the  cost"  and  inserting  in  lieu  thereof 
"the  same  proportion  of  110  percent  of  the 
cost",  and 

IB)  by  adding  at  the  end  thereof  the  fol- 
lowing new  sentence:  "In  the  case  of  intan- 
gible property  described  in  subsection 
ih)l3)iB)lii  which  the  electing  corporation 
is  treated  as  owning  under  subclause  HI),  in 
no  event  shall  the  payment  required  under 
this  subclause  be  less  than  the  inclusion  or 
payment  which  would  be  required  under  sec- 
tion 367id)i2)iA)lii)  or  section  482  if  the 
electing  corporation  were  a  foreign  corpora- 
tion. '■ 

12)  Profit  split  method.— Section 
936lh)l5)lC)lii)III)  is  amended  by  striking 
out  "the  third  sentence  thereof)"  and  insert- 
ing in  lieu  thereof  "the  third  and  fourth  sen- 
tences thereof  but  substituting  '120  percent' 
for  '110  percent'  in  the  second  sentence 
thereof)". 

lb)  Modification  of  Requirement  That 
Amounts  Be  Received  in  the  United 
States.— Subsection  lb)  of  section  936  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "This  subsection 
shall  not  apply  to  any  amount  described  in 
subsection  la)il)lA)li)  received  from  a 
person  who  is  not  a  related  person  Iwithin 
the  meaning  of  subsection  Ih)l3)  but  without 
regard  to  subparagraphs  ID)lii)II)  and 
IE)li)  thereof)  with  respect  to  the  domestic 
corporation. " 

10  Treatment  of  Certain  Investment 
Income  as  Qualified  Possession  Source  In- 
vestment Income.— Subsection  Id)  of  section 
936  is  amended  by  adding  at  the  end  thereof 
the  following  new  paragraph: 
"14)   Investment  in  qualified   Caribbean 

BASIN  countries.— 

"lA)  In  aENERAL.—For  purposes  of  para- 
graph I2)IB),  an  investment  in  a  financial 
institution  shall,  subject  to  such  conditions 
as  the  Secretary  may  prescribe  by  regula- 
tions, 6e  treated  as  for  use  in  Puerto  Rico  to 
the  extent  used  try  such  financial  institution 
lor  by  the  Government  Development  Bank 
for  Puerto  Rico  or  the  Puerto  Rico  Econom- 
ic Development  Bank)— 

"(i)  for  investment,  consistent  with  the 
goals  and  purposes  of  the  Caribbean  Basin 
Economic  Recovery  Act,  in— 

"ID  active  business  assets  in  a  qualified 
Caribbean  Basin  country,  or 
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"III)  development  projects  in  a  qualified 
Caribbean  Basin  country,  and 

"Hi)  in  accordance  with  a  specific  author- 
ization granted  by  the  Government  Develop- 
ment Bank  for  Puerto  Rico  pursuant  to  reg- 
ulations issued  by  the  Secretary  of  the  Treas- 
ury of  Puerto  Rico. 

A  similar  rule  shall  apply  in  the  case  of  a 
direct  investment  in  the  Government  Devel- 
opment Bank  for  Puerto  Rico  or  the  Puerto 
Rico  Economic  Development  Bank. 

'IB)  Qualified  Caribbean  basin  country.— 
For  purposes  of  this  subsection,  the  term 
qualified  Caribbean  Basin  country'  means 
any  beneficiary  country  Iwithin  the  mean- 
ing of  section  212la)ll)iA)  of  the  Canbbean 
Basin  Economic  Recovery  Act)  which  meets 
the  requirements  of  clauses  H)  and  Hi)  of 
section  274lh)l6)IA). 

"lO  Additional  requirements.— Subpara- 
graph I  A)  shall  not  apply  to  any  investment 
made  by  a  financial  institution  lor  by  the 
Government  Development  Bank  for  Puerto 
Rico  or  the  Puerto  Rico  Economic  Develop- 
ment Bank)  unless— 

"li)  the  person  in  whose  trade  or  business 
such  investment  is  made  lor  such  other  re- 
cipient of  the  investment)  and  the  financial 
institution  or  such  Bank  certify  to  the  Sec- 
retary and  the  Secretary  of  the  Treasury  of 
Puerto  Rico  that  the  proceeds  of  the  loan 
will  be  promptly  used  to  acquire  active  busi- 
ness assets  or  to  make  other  authorized  ex- 
penditures, and 

"Hi)  the  financial  institution  lor  the  Gov- 
ernment Development  Bank  for  Puerto  Rico 
or  the  Puerto  Rico  Economic  Development 
Bank)  and  the  recipient  of  the  investment 
funds  agree  to  permit  the  Secretary  and  the 
Secretary  of  the  Treasury  of  Puerto  Rico  to 
examine  such  of  their  books  and  records  as 
may  be  necessary  to  ensure  that  the  require- 
ments of  this  paragraph  are  met.  " 

Id)  Increase  in  Amount  of  Gross  Income 
Which  Must  Be  From  Trade  or  Business.— 
ID  In  general.— Subparagraph  IB)  of  sec- 
tion 936la)l2)  is  amended  by  striking  out 
"65  percent"  and  inserting  in  lieu  thereof 
"75  percent". 

12)  Conforming  amendment.— Paragraph 
12)  of  section  9361a)  is  amended  by  striking 
out  subparagraph  IC). 

le)  Treatment  of  Certain  Royalty  Pay- 
ments.— 

ID  In  general.— Section  482  Irelating  to 
allocation  of  income  and  deductions  among 
taxpayers)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "In  the 
case  of  any  transfer  lor  license)  of  intangi- 
ble property  iwithin  the  meaning  of  section 
936lh)l3)IB)),  the  income  with  respect  to 
such  transfer  or  license  shall  be  commensu- 
rate with  the  income  attributable  to  the  in- 
tangible. " 

12)  Technical  amendment.— Subparagraph 
I  A)  of  section  367ld)l2)  Irelating  to  transfers 
of  intangibles  treated  as  transfer  pursuant 
to  sale  for  contingent  payments)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  sentence: 

'The  amounts  taken  into  account  under 
clause  Hi)  shall  be  commensurate  with  the 
income  attributable  to  the  intangible. " 

If)  Technical  Correction  to  Profit-Split 
Rules.— The  last  sentence  of  section 
936lh)IS)IC)Hi)III)  is  amended  by  striking 
out  "all  products  produced  and  types  of 
service  rendered"  and  inserting  in  lieu 
thereof  "all  products  and  types  of  services, 
unthin  such  product  area,  produced  or  ren- 
dered". 
Ig)  Effective  Dates.— 
ID  In  general.— Except  as  provided  in 
paragraphs   (2)  and   13),   the  amendments 
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made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

(2)  Special  rule  for  transfer  of  intangi- 
bles.— 

(A)  In  general.— The  amendments  made  by 
subsection  (e)  shall  apply  to  taxable  years 
beginning  after  December  31,  1986,  but  only 
with  respect  to  transfers  after  November  16, 
1985,  or  licenses  granted  after  such  date  (or 
before  such  date  with  respect  to  property  not 
in  existence  or  owned  by  the  taxpayer  on 
such  date). 

(B)  Special  rule  for  section  sie.—For  pur- 
poses of  section  936(h)(S)(C)  of  the  Internal 
Revenue  Code  of  1986  the  amendments  made 
by  subsection  (e)  shall  apply  to  taxable  years 
beginning  after  December  31,  1986.  without 
regard  to  when  the  transfer  (or  license)  was 
made. 

(3)  Subsection  (f).—The  amendment  made 
by  subsection  (f)  shall  apply  to  taxable  years 
beginning  after  December  31,  1982. 

(4)  Transitional  rule.— In  the  case  of  a 
corporation— 

(A)  with  respect  to  which  an  election 
under  section  936  of  the  Internal  Revenue 
Code  of  1986  (relating  to  possessions  tax 
credit)  is  in  effect, 

(B)  which  produced  an  end-product  form 
in  Puerto  Rico  on  or  before  September  3. 
1982, 

(C)  which  began  manufacturing  a  compo- 
nent of  such  product  in  Puerto  Rico  in  its 
taxable  year  beginning  in  1983,  and 

(D)  with  respect  to  which  a  Puerto  Rican 
tax  exemption  was  granted  on  June  27,  1983. 
such  corporation  shall  treat  such  component 
as  a  separate  product  for  such  taxable  year 
for  purposes  of  determining  whether  such 
corporation  had  a  significant  business  pres- 
ence in  Puerto  Rico  with  respect  to  such 
product  and  its  income  with  respect  to  such 
product 

SEC.    1232.    TKEATMEST  OF  CERTAIS   PERSOSS   IS 
PASAMA. 

(a)  General  Rule.— Nothing  in  the 
Panama  Canal  Treaty  (or  in  any  agreement 
implementing  such  Treaty)  shall  be  con- 
strued as  exempting  'in  whole  or  in  part) 
any  citizen  or  resident  of  the  United  States 
from  any  tax  under  the  Internal  Revenue 
Code  0/1954  or  1986.  The  preceding  sentence 
shall  apply  to  all  taxable  years  whether  be- 
ginning before,  on,  or  after  the  date  of  the 
enactment  of  this  Act  (or  in  the  case  of  any 
tax  not  imposed  with  respect  to  a  taxable 
year,  to  taxable  events  after  the  date  of  en- 
actment of  this  Act) 

(b)  Treatment  of  Employees  of  Panama 
Canal  Commission  and  Department  of  De- 
fense for  Purposes  of  Section  912.— Em- 
ployees of  the  Panama  Canal  Commission 
and  civilian  employees  of  the  Defense  De- 
partment of  the  United  States  stationed  in 
Panama  may  exclude  from  gross  income  al- 
lowances which  are  comparable  to  the  allow- 
ances excludable  under  section  912(1)  of  the 
Internal  Revenue  Code  of  1986  by  employees 
of  the  State  Department  of  the  United  States 
stationed  in  Panama.  The  preceding  sen- 
tence shall  apply  to  taxable  years  beginning 
after  December  31,  1986. 

SEC.   1233.  PROVISIONS  RELATING  TV  SECTION  911 
EXCLUSION. 

(a)  Reduction  in  Section  911  Exclusion.— 
Subparagraph  (A)  of  section  911(b)(2)  (relat- 
ing to  limitation  on  foreign  earned  income) 
is  amended  to  read  as  follows: 

"(A)  In  general.— The  foreign  earned 
income  of  an  individual  which  may  be  ex- 
cluded under  sutsection  (a)(1)  for  any  tax- 
able year  shall  not  exceed  the  amount  of  for- 
eign earned  income  computed  on  a  daily 
basis  at  an  annual  rate  of  $70,000. " 


(b)  Section  911  Exclusion  Not  A  vailable 
to  Individuals  Violating  Federal  Travel 
AND  Other  Restrictions.— Section  911(d) 
(relating  to  definitions  and  special  rules)  is 
amended  by  redesignating  paragraph  (8)  as 
paragraph  (9)  and  by  inserting  after  para- 
graph (7)  the  following  new  paragraph: 

"(8)  Limitation  on  income  earned  in  re- 
stricted COUNTRY.r- 

"(A)  In  general.— If  travel  (or  any  trans- 
action in  connection  with  such  travel)  with 
respect  to  any  foreign  country  is  subject  to 
the  regulations  described  in  subparagraph 
(B)  during  any  period— 

"(i)  the  term  foreign  earned  income'  shall 
not  include  any  income  from  sources  within 
such  country  attributable  to  services  per- 
formed during  such  period, 

"(ii)  the  term  housing  expenses'  shall  not 
include  any  expenses  allocable  to  such 
period  for  housing  in  such  country  or  for 
housing  of  the  spouse  or  dependents  of  the 
taxpayer  in  another  country  while  the  tax- 
payer is  present  in  such  country,  and 

"(Hi)  an  individual  shall  not  be  treated  as 
a  bona  fide  resident  of,  ^or  as  present  in,  a 
foreign  country  for  any  day  during  which 
such  individual  was  present  in  such  country 
during  such  period. 

"(B)  Regulations.— For  purposes  of  this 
paragraph,  regulations  are  described  in  this 
subparagraph  if  such  regulations— 

"(i)  have  been  adopted  pursuant  to  the 
Trading  With  the  Enemy  Act  (50  U.S.C.  App. 
1  et  seq.).  or  the  International  Emergency 
Economic  Powers  Act  (50  U.S.C.  1701  et 
seq.).  and 

"(ii)  include  provisions  generally  prohibit- 
ing citizens  and  residents  of  the  United 
States  from  engaging  in  transactions  related 
to  travel  to,  from,  or  within  a  foreign  coun- 
try. 

"(C)  Exception.— Subparagraph  (A)  shall 
not  apply  to  any  individual  during  any 
period  in  which  such  individual's  activities 
are  not  in  violation  of  the  regulations  de- 
scribed in  subparagraph  (B). " 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

SEC.  1234.  rOREIGS  COMPLIASCE  PROVISIOSS 

(a)  Information  Returns.— 

(1)  In  general.  -Subpart  A  of  part  III  of 
subchapter  A  of  chapter  61  (relating  to  infor- 
mation concerning  persons  subject  to  spe- 
cial provisions)  is  amended  by  inserting 
after  section  6039D  the  following  new  sec- 
tion: 

SEC.  Se3IE.  INFORM ATIOS  C0\CERSISC.  RESIDENT 
ST  ATI  S 

"(a)  General  Rule.— Notwithstanding  any 
other  provision  of  law,  any  individual 
who— 

"(1)  applies  for  a  United  States  passport 
(or  a  renewal  thereof),  or 

"(2)  applies  to  tie  lawfully  accorded  the 
privilege  of  residing  permanently  in  the 
United  States  as  an  immigrant  in  accord- 
ance with  the  immigration  laws, 
shall  include  with  any  such  application  a 
statement  which  includes  the  information 
described  in  subsection  (b). 

"(b)  Information  To  Be  Provided.— Infor- 
mation required  under  subsection  (a)  shall 
include— 

"(1)  the  taxpayer's  TIN  (if  any), 

"(2)  in  the  case  of  a  passport  applicant 
any  foreign  country  in  which  such  individ- 
ual is  residing, 

"(3)  in  the  case  of  an  individual  seeking 
permanent  residence,  information  with  re- 
spect to  whether  such  individual  is  required 
to  file  a  return  of  the  tax  imposed  by  chapter 
1  for  such  individual's  most  recent  3  taxable 
years,  and 


"(4)  such  other  information  as  the  Secre- 
tary may  prescribe. 

"(c)  Penalty.— Any  individual  failing  to 
provide  a  statement  required  under  subsec- 
tion (a)  shaU  be  subject  to  a  penalty  equal  to 
t500  for  each  such  failure,  unless  it  is  shown 
that  such  failure  is  due  to  reasonable  cause 
and  not  to  willful  neglect 

"(d)  Information  To  Be  Provided  to  Sec- 
retary.—Notwithstanding  any  other  provi- 
sion of  law,  any  agency  of  the  United  States 
which  collects  (or  is  required  to  collect)  the 
statcTnent  under  subsection  (a)  shall— 

"(1)  provide  any  such  statement  to  the 
Secretary,  and 

"(2)  provide  to  the  Secretary  the  name 
(and  any  other  identifying  information)  of 
any  individual  refusing  to  comply  with  the 
provisions  of  subsection  (a). 

"(e)  Exemption.— The  Secretary  may  by 
regulations  exempt  any  class  of  individuals 
from  the  requirements  of  this  section  if  he 
determines  that  applying  this  section  to 
such  individuals  is  not  necessary  to  carry 
out  the  purposes  of  this  section. " 

(2)  Conforming  amendment.— The  table  of 
sections  for  subpart  A  of  part  III  of  subchap- 
ter A  of  chapter  61  is  amended  by  inserting 
after  the  item  relating  to  section  6039D  the 
following  new  item: 

"Sec.    6039E.    Information  concerning   resi- 
dent status." 

(31  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  appli- 
cations submitted  after  December  31,  1987 
(or.  if  earlier,  the  effective  date  (which  shall 
not  be  earlier  than  January  1.  1987)  of  the 
initial  regulations  issued  under  section 
6039E  of  the  Internal  Revenue  Code  of  1986 
as  added  by  this  subsection). 

fb)  Withholding  on  Certain  Deferred 
Payments  Outside  the  United  States.— 

(II  In  general.— Subsection  (di  of  section 
3405  (relating  to  definitions  and  special 
rules)  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(13)  Election  may  not  be  made  with  re- 
spect   to    certain    payme.vts    outside    the 

UNITED  states.— 

"(A)  In  general.— Except  as  provided  in 
subparagraph  (B),  in  the  case  of  any  period- 
ic payment  or  nonperiodic  distribution 
which  is  to  be  delivered  outside  of  the 
United  States,  no  election  may  be  made 
under  subsection  (a)(2)  or  (b)(3)  with  re- 
spect to  such  payment 

"(B)  Exception.— Subparagraph  (A)  shall 
not  apply  if  the  recipient  certifies  to  the 
payor,  in  such  manner  as  the  Secretary  may 
prescribe,  that  such  person  is  not— 

"(ii  a  United  States  citizen  who  is  a  bono 
fide  resident  of  a  foreign  country,  or 

"(ii)  an  individual  to  whom  seetion  877 
applies. " 

(2)  Effective  date.— The  amendment  made 
by  this  subsection  shall  apply  to  payments 
after  December  31.  1986. 

SEC.   123S.   treatment  OF  (ERTAI.y  PASSIVE  FOR- 
EIGS  ISVESTHEST  COMPANIES 

(a)  General  Rule.— Subchapter  P  of  chap- 
ter 1  is  amended  by  adding  at  the  end  there- 
of the  following  new  part 
"PART  VI—TREATMEST  OF  CERT.AIS PASSIVE 
FOREIGS  ISVESTMEST  COMPANIES 

"Subpart  A.  Interest  on  tax  deferral 
"Subpart  B.  Treatment  of  qualified  electing 
funds. 

"Subpart  C.  General  provisions. 

"Subpart  A—lnterett  on  Tax  Deferral 
"Sec.  1291.  Interest  on  tax  deferral. 
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SEC.  1291.  ISTEREST  OS  TAX  DEFERRAL 

"(a)  Treatment  of  Distributions  and 
Stock  Dispositions.— 

"flJ  Distributions.— 1/  a  United  States 
person  receives  an  excess  distribution  in  re- 
spect of  stock  in  a  passive  foreign  invest- 
ment company,  then— 

"(At  the  amount  of  the  excess  distribution 
shall  be  allocated  ratably  to  each  day  in  the 
taxpayer's  holding  period  for  the  stock, 

"(B)  with  respect  to  such  excess  distribu- 
tion, the  taxpayer's  gross  income  for  the  cur- 
rent year  shall  include  (as  ordinary  income) 
only  the  amounts  allocated  under  subpara- 
graph (A)  to— 

"(il  the  current  year,  or 

"(ii>  any  period  in  the  taxpayer's  holding 
period  before  the  1st  day  of  the  1st  taxable 
year  of  the  company  for  which  it  was  a  pas- 
sive foreign  investment  company  (or,  if 
later.  January  1,  1987).  and 

"(C)  the  tax  imposed  by  this  chapter  for 
the  current  year  shall  be  increased  by  the  de- 
ferred tax  amount  (determined  under  sub- 
section (ct). 

"(2)  Dispositions.— If  the  taxpayer  dis- 
poses of  stock  in  a  passive  foreign  invest- 
ment company,  then  the  rules  of  paragraph 
ID  shall  apply  to  any  gain  recognized  on 
such  disposition  in  the  same  manner  as  if 
such  gain  were  an  excess  distribution. 

"(3)  Definitions.— For  purposes  of  this  sec- 
tion— 

"(A)  Holding  period.— The  taxpayer's 
holding  period  shall  be  determined  under 
section  1223:  except  that,  in  the  case  of  an 
excess  distribution,  such  holding  period 
shall  be  treated  as  ending  on  the  date  of 
such  distribution. 

"iBi  Current  year.— The  term  'current 
year'  means  the  taxable  year  in  which  the 
excess  distribution  or  disposition  occurs. 

"'41  Coordination  with  section  $o4.— Sub- 
paragraph IB)  of  paragraph  il)  shall  not 
apply  for  purposes  of  section  904. 

"15)  Section  902  not  to  apply.— Section  902 
shall  not  apply  to  any  dividend  paid  by  a 
passive  foreign  investment  company  unless 
such  company  is  a  qualified  electing  fund. 

"ibi  Excess  Distribution.- 

"ID  In  general— For  purposes  of  this  sec- 
tion, the  term  'excess  distribution'  means 
any  distribution  in  respect  of  stock  received 
during  any  taxable  year  to  the  extent  such 
distribution  does  not  exceed  its  ratable  por- 
tion of  the  total  excess  distribution  (if  any) 
for  such  taxable  year. 

"(2)  Total  excess  distribution.— For  pur- 
poses of  this  subsection— 

"(A)  In  general.— The  term  total  excess 
distribution '  means  the  excess  (if  any)  of— 

"(i)  the  amount  of  the  distributions  in  re- 
spect of  the  stock  received  by  the  taxpayer 
during  the  taxable  year,  over 

"(ii)  125  percent  of  the  average  amount  re- 
ceived in  respect  of  such  stock  by  the  tax- 
payer during  the  3  preceding  taxable  years 
(or,  if  shorter,  the  portion  of  the  taxpayer's 
holding  period  before  the  taxable  year). 

"(B)  No  EXCESS  FOR  1ST  YEAR.— The  total 
excess  distributions  with  respect  to  any 
stock  shall  be  zero  for  the  taxable  year  in 
which  the  taxpayer's  holding  period  in  such 
stock  begins. 

"Ill  Adjustments.— Under  regulations  pre- 
scribed by  the  Secretary- 

"(A)  determinations  under  this  subsection 
shall  be  made  on  a  share-by-share  basis, 
except  that  shares  loith  the  same  holding 
period  may  be  aggregated, 

"(B)  proper  adjustments  shall  be  made  for 
stock  splits  and  stock  dividends, 

"fCt  if  the  taxpayer  does  not  hold  the  stock 
during  the  entire  taxable  year,  distributions 


received  during  such  year  shall  be  annua- 
lized, 

"(D)  if  the  taxpayer's  holding  period  in- 
cludes periods  during  which  the  stock  was 
held  by  another  person,  distributions  re- 
ceived by  such  other  person  shall  be  taken 
into  account  as  if  received  by  the  taxpayer, 
and 

"(E)  if  the  distributions  are  received  in  a 
foreign  currency,  determinations  under  this 
subsection  shall  be  made  in  such  currency 
and  the  amount  of  any  excess  distribution 
determined  in  such  currency  shall  be  trans- 
lated into  dollars. 

"(c)  Deferred  Tax  Amount.— For  purposes 
of  this  section— 

"(1)  In  general— The  term  'deferred  tax 
amount'  means,  with  respect  to  any  distri- 
bution or  disposition  to  which  subsection 
(a)  applies,  an  amount  equal  to  the  sum  of— 

"(A)  the  aggregate  increases  in  taxes  de- 
scribed in  paragraph  (2).  plus 

"(B)  the  aggregate  amount  of  interest  (de- 
termined in  the  manner  provided  under 
paragraph  (3)1  on  such  increases  in  tax. 

"(2)  Aggregate  increases  in  taxes.— For 
purposes  of  paragraph  (D(A).  the  aggregate 
increases  in  taxes  shall  be  determined  by 
multiplying  each  amount  allocated  under 
subsection  (a)(1)(A)  to  any  taxable  year 
(other  than  any  taxable  year  referred  to  in 
subsection  (aXlXB))  by  the  highest  rale  of 
tax  in  effect  for  such  taxable  year  under  sec- 
tion 1  or  11,  whichever  applies. 

"1 3)  Computation  OF  INTEREST.— 

"(A)  In  general— The  amount  of  interest 
referred  to  in  paragraph  (1)(B)  on  any  in- 
crease determined  under  paragraph  (2)  for 
any  taxable  year  shall  be  determined  for  the 
period— 

"(i)  beginning  on  the  due  date  for  such 
taxable  year,  and 

"(ii)  ending  on  the  due  date  for  the  taxable 
year  with  or  within  which  the  distribution 
or  disposition  occurs. 

by  using  the  rates  and  method  applicable 
under  section  6621  for  underpayments  of  tax 
for  such  period. 

"(B)  Due  date.— For  purposes  of  this  sub- 
section, the  term  'due  date'  means  the  date 
prescribed  by  law  (determined  without 
regard  to  extensions)  for  filing  the  return  of 
the  tax  imposed  by  this  chapter  for  the  tax- 
able year. 

"(d)  Coordination  With  Subpart  B.— 

"(1)  In  GENERAL.-This  section  shall  not 
apply  with  respect  to— 

"(A)  any  distribution  paid  by  a  passive 
foreign  investment  company  during  a  tax- 
able year  for  which  such  company  is  a  quali- 
fied electing  fund,  and 

"(B)  any  disposition  of  stock  in  a  passive 
foreign  investment  company  if  such  compa- 
ny is  a  qualified  electing  fund  for  each  of  its 
taxable  years— 

"(i)  which  begins  after  December  31,  1986, 
and  for  which  such  company  is  a  passive 
foreign  investment  company,  and 

"(ii)  which  includes  any  portion  of  the 
taxpayer's  holding  period. 

"(2)  Election  to  recognize  gain  where 

COMPANY  becomes  QUALIFIED  ELECTING  FUND.— 

"(A)  In  general.— If— 

"(i)  a  passive  foreign  investment  company 
becomes  a  qiialified  electing  fund  for  a  tax- 
able year  which  begins  after  December  31, 
1986. 

"(ii)  the  taxpayer  holds  stock  in  such  com- 
pany on  the  first  day  of  such  taxable  year, 
and 

"(iiiJ  the  taxpayer  establi^ies  to  the  satis- 
faction of  the  Secretary  the  fair  market 
value  of  such  stock  on  such  first  day, 


the  taxpayer  may  elect  to  recognize  gain  as 
if  he  sold  such  stock  on  such  first  day  for 
such  fair  rnarket  value. 

"(B)  Adjustments.— In  the  case  of  any 
stock  to  which  subparagraph  (A)  applies— 

"(i)  the  adjusted  basis  of  such  stock  shall 
be  increased  by  the  gain  recognized  under 
subparagraph  (A),  and 

"(ii)  the  taxpayer's  holding  period  in  such 
stock  shall  be  treated  as  beginning  on  the 
first  day  referred  to  in  subparagraph  (A). 

"(e)  Certain  Basis,  Etc.,  Rules  Made  Ap- 
plicable.—Rules  similar  to  the  rules  of  sub- 
sections (c),  (d),  (e),  and  (f)  of  section  1246 
shall  apply  for  purposes  of  this  section; 
except  that— 

"ID  the  reduction  under  subsection  (e)  of 
such  section  shall  be  the  excess  of  the  basis 
determined  under  section  1014  over  the  ad- 
justed basis  of  the  stock  immediately  before 
the  decedent's  death,  and 

"(2)  such  a  reduction  shall  not  apply  in 
the  case  of  a  decedent  who  was  not  a  non- 
resident alien  at  all  times  during  his  hold- 
ing period  in  the  stock. 

"(f)    NONRECOGNITION    PROVISIONS.  — To    the 

extent  provided  in  regulations,  gain  shall  be 
recognized  on  any  .disposition  of  stock  in  a 
passive  foreign  investment  company. 

"Subpart  B— Treatment  of  Qualiried  Electing 
Funds 

"Sec.  1293.  Current  taxation  of  income  from 
qualified  electing  funds. 

'Sec.  1294.  Election  to  extend  lime  for  pay- 
ment of  tax  on  undistributed 
earnings. 

"Sec.  1295.  Qualified  electing  fund. 

■SEC.    1293.   <IRRE.\T  TA.XATIOS  OF  l.MO.HE  FROM 
UlALIFIED  ELEiriNG  Fl.WS. 

'(a)  Inclusion.— 

"(D  In  GENERAL.— Every  United  States 
person  who  owns  (or  is  treated  under  sec- 
tion 1297(a>  as  owning)  stock  of  a  qualified 
electing  fund  at  any  time  during  the  taxable 
year  of  such  fund  shaU  include  in  gross 
income— 

"(A)  as  ordinary  income,  such  sharehold- 
er's pro  rata  share  of  the  ordinary  earnings 
of  such  fund  for  such  year,  and 

"IB)  as  long-term  capital  gain,  such  share- 
holder's pro  rata  share  of  the  net  capital 
gam  of  such  fund  for  such  year. 

"12)  Year  of  inclusion— The  inclusion 
under  paragraph  H)  shall  be  for  the  taxable 
year  of  the  shareholder  in  which  or  with 
which  the  taxable  year  of  the  fund  ends. 

"lb)  Pro  Rata  Share.— The  pro  rata  share 
referred  to  in  subsection  (a)  in  the  case  of 
any  shareholder  is  the  amount  which  would 
have  been  distributed  with  respect  to  the 
shareholder's  stock  if,  on  each  day  during 
the  taxable  year  of  the  fund,  the  fund  had 
distributed  to  each  shareholder  a  pro  rata 
share  of  that  day's  ratable  share  of  the 
fund's  ordinary  earnings  and  net  capital 
gain  for  such  year. 

"(c)  Previously  Taxed  Amounts  Distrib- 
uted Tax  Free.— If  the  taxpayer  establishes 
to  the  satisfaction  of  the  Secretary  that  any 
amount  distributed  by  a  passive  foreign  in- 
vestment company  is  paid  out  of  earnings 
and  profits  of  the  company  which  were  in- 
cluded under  subsection  (a)  in  the  income  of 
any  United  States  person,  such  amount  shaU 
be  treated  as  a  distribution  which  is  not  a 
dividend. 

"(d)  Basis  Adjustments.— The  basis  of  the 
taxpayer's  stock  in  a  passive  foreign  invest- 
ment company  shall  be— 

"(1)  increased  by  any  amount  which  is  in- 
eluded  in  the  income  of  the  taxpayer  under 
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subsection  (a)  with  respect  to  such  stock, 
and 

"(2J  decreased  by  any  amount  distributed 
with  respect  to  such  stock  which  is  not  in- 
cludible in  the  income  of  the  taxpayer  by 
reason  of  subsection  (cJ. 
A  similar  rule  shall  apply  also  in  the  case  of 
any  property  if  by  reason  of  holding  such 
property  the  taxpayer  is  treated  under  sec- 
tion 1297(a)  as  owning  stock  in  a  qualified 
electing  fund. 

"(el  Ordinary  EARNiNOS.—For  purposes  of 
this  section— 

"(1)  Ordinary  earnings.— TTie  term  'ordi- 
nary earnings'  means  the  excess  of  the  earn- 
ings and  profits  of  the  qualified  electing 
fund  for  the  taxable  year  over  its  net  capital 
gain  for  such  taxable  year. 

"(2)  Limitation  on  net  capital  gain.— A 
qualified  electing  fund 's  net  capital  gain  for 
any  taxable  year  shall  not  exceed  its  earn- 
ings and  profits  for  such  taxable  year. 

"(f)  Foreign  Tax  Credit  Allowed  In  the 
Case  of  10-Percent  Corporate  Sharehold- 
er.—For  purposes  of  section  960— 

"(1)  any  amount  included  in  the  gross 
income  under  subsection  (a)  shall  be  treated 
as  if  it  were  included  under  section  951(a). 
and 

"(2)  any  amount  excluded  from  gross 
income  under  subsection  (cl  shall  be  treated 
in  the  same  manner  as  amounts  excluded 
from  gross  income  under  section  959. 

"SEC.  1294.  ELECTIO.S  TO  E.}ITE.\D  TIME  FOR  PAY- 
ME.\T  of  TA.X  0.\  i:\DISTRIBlTED 
EAR.\I.\GS. 

"(a)  Extension  Allowed  by  Election.— 
"(1)  In  general.— At  the  election  of  the  tax- 
payer, the  time  for  payment  of  any  undis- 
tributed PFIC  earnings  tax  liability  of  the 
taxpayer  for  the  taxable  year  shall  be  ex- 
tended to  the  extent  and  subject  to  the  limi- 
tations provided  in  this  section. 

"(2)  Election  not  permitted  where 
amounts  otherwise  includible  under  sec- 
tion SSI  or  9Si.—The  taxpayer  may  not  make 
an  election  under  paragraph  (1)  with  re- 
spect to  the  undistributed  PFIC  earnings  tax 
liability  attributable  to  a  qualified  electing 
fund  for  the  taxable  year  if— 

"(A)  any  amount  is  includible  in  the  gross 
income  of  the  taxpayer  under  section  551 
with  respect  to  such  fund  for  such  taxable 
year,  or 

"(B)  any  amount  is  includible  in  the  gross 
income  of  the  taxpayer  under  section  951 
with  respect  to  such  fund  for  such  taxable 
year. 

"(b)  Definitions.— For  purposes  of  this  sec- 
tion— 

"(1)  Undistributed  pfic  earnings  tax  u- 
ABIUTY.—The  term  'undistributed  PFIC 
earnings  tax  liability'  means,  in  the  case  of 
any  taxpayer,  the  excess  of— 

"(A)  the  tax  imposed  by  this  chapter  for 
the  taxable  year,  over 

"(B)  the  tax  which  would  be  imposed  by 
this  chapter  for  such  year  without  regard  to 
the  inclusion  in  gross  income  under  section 
1293  of  the  undistributed  earnings  of  a 
qualified  electing  fund. 

"(2)  Undistributed  earnings.— The  term 
'undistributed  earnings'  means,  with  respect 
to  any  qualified  electing  fund,  the  excess  (if 
any)  of— 

"(A)  the  amount  includible  in  gross 
income  by  reason  of  section  1293(a)  for  the 
taxable  year,  over 

"(B)  the  amount  not  includible  in  gross 
income  by  reason  of  section  1293(c)  for  such 
taxable  year. 

"(c)  Termination  of  Extension.— 

"(1)  Distributions.— 

"(A)  In  general.— If  a  distribution  is  not 
includible  in  gross  income  for  the  taxable 


year  by  reason  of  section  1293(c),  then  the 
extension  under  subsection  (a)  for  payment 
of  the  undistributed  PFIC  earnings  tax  li- 
ability with  respect  to  the  earnings  to  which 
such  distribution  is  attributable  shall  expire 
on  the  last  date  prescribed  by  law  (deter- 
mined without  regard  to  extensions)  for 
filing  the  return  of  tax  for  such  taxable  year. 

"(B)  Ordering  rule.— For  purposes  of  sub- 
paragraph (A),  a  distribution  shall  be  treat- 
ed as  made  from  the  most  recently  accumu- 
lated earnings  and  profits. 

"(2)  Disposition,  etc.— If— 

"(A)  stock  in  a  passive  foreign  investment 
company  is  disposed  of  during  the  taxable 
year,  or 

"(B)  a  passive  foreign  investment  compa- 
ny ceases  to  be  a  qualified  electing  fund, 
all  extensions  under  subsection  (a)  for  pay- 
ment of  undistributed  PFIC  earnings  tax  li- 
ability attributable  to  such  stock  (or,  in  the 
case  of  such  a  cessation,  attributable  to  any 
stock  in  such  company)  which  had  not  ex- 
pired before  the  date  of  such  disposition  or 
cessation  shall  expire  on  the  last  date  pre- 
scribed by  law  (determined  without  regard 
to  extensions)  for  filing  the  return  of  tax  for 
the  taxable  year  in  which  such  disposition 
or  cessation  occurs. 

"(31  Jeopardy.— If  the  Secretary  believes 
that  collection  of  an  amount  to  which  an  ex- 
tension under  this  section  relates  is  in  jeop- 
ardy, the  Secretary  shall  immediately  termi- 
nate such  extension  with  respect  to  such 
amount,  and  notice  and  demand  shall  be 
made  by  him  for  payment  of  such  amount 

"(d)  Election.— The  election  under  subsec- 
tion (a)  shall  be  made  not  later  than  the 
time  prescribed  by  law  (including  exten- 
sions) for  filing  the  return  of  tax  imposed  by 
this  chapter  for  the  taxable  year 

"(e)  Authority  To  Require  Bond.— Sec- 
tion 6165  shall  apply  to  any  extension  under 
this  section  as  though  the  Secretary  were  ex- 
tending the  time  for  payment  of  the  tax. 

".SEC.  1295.  qiALIFIED  ELECTISG  FISD. 

"(a)  General  Rule.— For  purposes  of  this 
part,  the  term  'qualified  electing  fund' 
means  any  passive  foreign  investment  com- 
pany if— 

"(1)  an  election  under  subsection  (b)  ap- 
plies to  such  company  for  the  taxable  year, 
and 

"(2)  such  company  complies  for  such  tax- 
able year  with  such  requirements  as  the  Sec- 
retary may  prescribe  for  purposes  of— 

"(A)  determining  the  ordinary  earnings 
and  net  capital  gain  of  such  company  for 
the  taxable  year, 

"(B)  ascertaining  the  ownership  of  its  out- 
standing stock,  and 

"(C)  otherwise  carrying  out  the  purposes 
of  this  subpart. 

"(b)  Election.— 

"(1)  In  general.— a  passive  foreign  invest- 
ment company  may  make  an  election  under 
this  subsection  for  any  taxable  year.  Such 
an  election,  once  made,  shall  apply  to  all 
subsequent  taxable  years  of  such  company 
for  which  such  company  is  a  passive  foreign 
investTnent  company  unless  revoked  with 
the  consent  of  the  Secretary. 

"(2)  When  made.— An  election  under  this 
subsection  may  be  made  for  any  taxable 
year  at  any  time  before  the  15th  day  of  the 
3rd  month  of  the  following  taxable  year. 

"Subpart  C— General  Prochiom 
"Sec.  1296.  Passive  foreign  investment  com- 
pany. 
"Sec.  1297.  Special  rules. 

"SEC  ate.  PASSIVE  foreign  imyESTMENT  COMPA- 
NY. 

"(a)  In  General.— For  purposes  of  this 
part,  except  as  otherwise  provided  in  this 


subpart  the  term  'passive  foreign  investment 
company'  means  any  foreign  corporation 
if- 

"(1)  75  percent  or  more  of  the  gross  income 
of  such  corporation  for  the  taxable  year  is 
passive  income,  or 

"(2)  the  average  percentage  of  assets  (by 
value)  held  by  such  corporation  during  the 
taxable  year  which  produce  passive  income 
or  which  are  held  for  the  production  of  pas- 
sive income  is  at  least  50  percent 

"(b)  Passive  Income.— For  purposes  of  this 
section— 

"(1)  In  general.— Except  as  provided  in 
paragraph  (2),  the  term  'passive  income'  has 
the  meaning  given  such  term  by  section 
904(d)(2)(A)  without  regard  to  the  excep- 
tions contained  in  clause  (Hi/  thereof. 

"(2)  Exception  for  certain  banks  and  in- 
surance companies.— Except  as  provided  in 
regulations,  the  term  'passive  income'  does 
not  include  any  income— 

"(A)  derived  in  the  active  conduct  of  a 
banking  business  by  an  institution  licensed 
to  do  business  as  a  bank  in  the  United 
States  (or,  to  the  extent  provided  in  regula- 
tions, by  any  other  corporation),  or 

"(B)  derived  in  the  active  conduct  of  an 
insurance  business  by  a  corporation  which 
would  be  subject  to  tax  under  subchapter  L 
if  it  were  a  domestic  corporation. 

"(c)  Look-Thru  in  the  Case  of  25-Percent 
Owned  Corporations.— If  a  foreign  corpora- 
tion owns  at  least  25  percent  (by  value!  of 
the  stock  of  another  corporation,  for  pur- 
poses of  determining  whether  such  foreign 
corporation  is  a  passive  foreign  investment 
company,  such  foreign  corporation  shall  be 
treated  as  if  it— 

"(1)  held  its  proportionate  share  of  the 
assets  of  such  other  corporation,  and 

"(2)  received  directly  its  pfoportionate 
share  of  the  income  of  such  other  corpora- 
tion. 

"(d)  Section  1247  Corporations.— For  pur- 
poses of  this  part,  the  term  'passive  foreign 
investment  company'  does  not  include  any 
foreign  investment  company  to  which  sec- 
tion 1247  applies. 

■■SEC  1297.  SPECIAL  RCLES. 

"(a)  Attribution  of  Ownership.— For  pur- 
poses of  this  part— 

"(1)  Attribution  to  unfted  states  per- 
sons.—This  subsection— 

"(A)  shall  apply  to  the  extent  that  the 
effect  is  to  treat  stock  of  a  passive  foreign 
investment  company  as  owned  by  a  United 
States  person,  and 

"(B)  except  to  the  extent  provided  in  regu- 
lations, shall  not  apply  to  treat  stock  owned 
(or  treated  as  owned  under  this  subsection) 
by  a  United  States  person  as  owned  by  any 
other  person. 

"121  Corporations.— 

"(A)  In  general.— If  SO  percent  or  more  in 
value  of  the  stock  of  a  corporation  is  owned, 
directly  or  indirectly,  by  or  for  any  person, 
such  person  shall  be  considered  as  owning 
the  stock  owned  directly  or  indirectly  by  or 
for  such  corporation  in  that  proportion 
which  the  value  of  the  stock  which  such 
person  so  owns  bears  to  the  value  of  all  stock 
in  the  corporation. 

"(B)  50PERCENT  limitation  NOT  TO  APPLY  TO 

PFIC— For  purposes  of  determining  whether 
a  shareholder  of  a  passive  foreign  invest- 
ment company  is  treated  as  owning  stock 
owned  directly  or  indirectly  by  or  for  such 
company,  subparagraph  (A)  shall  6e  applied 
without  regard  to  the  50-percent  limitation 
contained  therein. 

"(3)  Partnerships,  etc.— Stock  owned,  di- 
rectly or  indirectly,  by  or  for  a  partnership, 
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estate,  or  trust  shall  be  considered  as  being 
owned  proportionately  by  its  partners  or 
beneficiaries. 

"141  Successive  appucation.— Stock  con- 
sidered to  be  owned  by  a  person  by  reason  of 
the  application  of  paragraph  IZ)  or  <3)  shall, 
for  purposes  of  applying  such  paragraphs, 
be  considered  as  actually  owned  by  such 
person. 

"(bl  Other  Special  Rules.— For  purposes 
of  this  part— 

"(If  Time  for  determination.— Stock  held 
by  a  taxpayer  shall  be  treated  as  stock  in  a 
passive  foreign  investment  company  if,  at 
any  time  during  the  holding  period  of  the 
taxpayer  with  respect  to  such  stock,  such 
corporation  (or  any  predecessor!  was  a  pas- 
sive foreign  investment  corporation  which 
was  not  a  qualified  electing  fund.  The  pre- 
ceding sentence  shall  not  apply  if  the  tax- 
payer elects  to  recognise  gain  (as  of  the  last 
day  of  the  last  taxable  year  for  which  the 
company  was  a  passive  foreign  investment 
company!  under  rules  similar  to  the  rules  of 
section  1291(d)(2). 

"(2)  Certain  corporations  not  treated  as 
PFic's  DURING  START-IP  YEAR.— A  Corporation 
shall  not  be  treated  as  a  passive  foreign  in- 
vestment company  for  the  first  taxable  year 
such  corporation  has  gross  income  (herein- 
after m  this  paragraph  referred  to  as  the 
'start-up  year')  if— 

'(A)  no  predecessor  of  such  corporation 
was  a  passive  foreign  investment  company, 
"(Bl  it  is  established  to  the  satisfaction  of 
the  Secretary  that  such  corporation  will  not 
be  a  passive  foreign  investment  company  for 
either  of  the  1st  2  taxable  years  following  the 
start-up  year,  and 

"(C)  such  corporation  is  not  a  passive  for- 
eign investment  company  for  either  of  the 
1st  2  taxable  years  following  the  start-up 
year. 

"1 3)  Certain  corporations  changing  busi- 
nesses.—A  corporation  shall  7iot  be  treated 
as  a  passive  foreign  investment  company  for 
any  taxable  year  if— 

"(A)  such  corporation  (and  any  predeces- 
sor) was  not  a  passive  foreign  investment 
corporation  for  any  prior  taxable  year. 

"(Bl  it  is  established  to  the  satisfaction  of 
the  Secretary  that— 

"(i)  substantially  all  of  the  passive  income 
of  the  corporation  for  the  taxable  year  is  at- 
tributable to  proceeds  from  the  disposition 
of  1  or  more  active  trades  or  businesses,  and 
"(lii  such  corporation  will  not  be  a  pas- 
sive foreign  investment  company  for  either 
of  the  1st  2  taxable  years  following  such  tax- 
able year,  and 

"(C)  such  corporation  is  not  a  passive  for- 
eign investment  company  for  either  of  such 
2  taxable  years. 

"(4)  Separate  interests  treated  as  sepa- 
rate corporations.  — Under  regulations  pre- 
scribed by  the  Secretary,  where  necessary  to 
carry  out  the  purposes  of  this  part,  separate 
classes  of  stock  (or  other  interests)  in  a  cor- 
poration shall  be  treated  as  interests  in  sep- 
arate corporations. 

"(S)  Appucation  of  section  where  stock 
HELD  BY  OTHER  ENTTTY.— Under  regulations, 
in  any  case  in  which  a  United  States  person 
is  treated  as  holding  stock  in  a  passive  for- 
eign inr^estment  company  try  reason  of  sub- 
section (a),  any  disposition  try  the  United 
States  person  or  the  person  holding  such 
stock  which  results  in  the  United  States 
person  being  treated  as  no  longer  holding 
such  stock,  shall  be  treated  as  a  disposition 
by  the  United  States  person  with  respect  to 
stock  in  the  passix^e  foreign  investment  com- 
pany. 

"(6 J  Dispositions.— If  a  taxpayer  uses  any 
stock  in  a  passive  foreign  investment  com- 


pany as  security  for  a  loan,  the  taxpayer 
shall  be  treated  as  having  disposed  of  such 
stock. 

"(7)  Coordination  with  section  me.— Sec- 
tion 1246  shall  not  apply  to  earnings  and 
profits  of  any  company  for  any  taxable  year 
beginning  after  December  31,  1986,  if  such 
company  is  a  passive  foreign  investment 
company  for  such  taxable  year. 

"(c)  REGULATIONS.  —  The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  part." 

(b)  Coordination  of  Section  1246  With 
Section  1248.— Section  1246  is  amended  by 
redesignating  subsection  (f)  as  subsection 
(g)  and  by  inserting  after  subsection  (e)  the 
following  new  subsection: 

"(f)  Coordination  With  Section  1248.— 
This  section  shall  not  apply  to  any  gain  to 
the  extent  such  gain  is  treated  as  ordinary 
income  under  section  1248  (determined 
without  regard  to  section  1248(g)(3)).  " 

(CI  Coordination  With  Subpart  F.— Sec- 
tion 951  (relating  to  amounts  included  in 
gross  income  of  United  States  shareholders) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(f)  Coordination  With  Passive  Foreign 
Investment  Company  Provisions.— If.  but  for 
this  subsection,  an  amount  would  be  includ- 
ed in  the  gross  income  of  a  United  States 
shareholder  for  any  taxable  year  both  under 
subsection  (aXlXAXi)  and  under  section 
1293  (relating  to  current  taxation  of  income 
from  certain  passive  foreign  investment 
companies),  such  amount  shall  be  included 
in  the  gross  income  of  such  shareholder  only 
under  subsection  (a)(1)(A). " 

(d)  ExTE.ysiON  OF  Statute  of  Limitation.— 
Section  6503  (relating  to  suspension  of  run- 
ning of  period  of  limitation)  is  amended  by 
redesignating  subsection  (ji  as  subsection 
(ki  and  by  inserting  after  subsection  (i)  the 
following  new  subsection: 

"(j)  E.\TENsioN  OF  Time  for  Payment  of  Un- 
distributed PFIC  Earnings  Tax  Liability.— 
The  running  of  any  period  of  limitations  for 
collection  of  any  amount  of  undistributed 
PFIC  earnings  tax  liability  (as  defined  in 
section  1294(b))  shall  be  suspended  for  the 
period  of  any  extension  of  time  under  sec- 
tion 1294  for  payment  of  such  amount." 

(e)  Coordination  With  Foreign  Personal 
Holding  Company  Provisions.— Section  551 
IS  amended  by  redesignating  subsection  (gi 
as  subsection  (h)  and  by  inserting  after  sub- 
section (f)  the  following  new  subsection: 

"(g)  Coordination  With  Passive  Foreign 
Investment  Company  Provisions.— If  but  for 
this  subsection,  an  amount  would  be  includ- 
ed in  the  gross  income  of  any  person  under 
subsection  (a)  and  under  section  1293  (relat- 
ing to  current  taxation  of  income  from  cer- 
tain passive  foreign  investment  companies), 
such  amount  shall  be  included  in  the  gross 
income  of  such  person  only  under  subsec- 
tion (a). " 

(f>  Other  Technical  Amendments.— 

(1)  Subsection  (b)  of  section  532  (relating 
to  exceptions  from  accumulated  earnings 
tax)  is  amended  by  striking  out  "or"  at  the 
end  of  paragraph  (2).  by  striking  out  the 
period  at  the  end  of  paragraph  (3)  and  in- 
serting in  lieu  thereof  ",  or",  and  by  adding 
at  the  end  thereof  the  following  new  para- 
graph: 

"(4)  a  passive  foreign  investment  compa- 
ny (as  defined  in  section  1296)." 

(2)  Subsection  (c)  of  section  542  (relating 
to  exceptions  from  personal  holding  compa- 
ny provisions)  is  amended  by  striking  out 
"and"  at  the  end  of  paragraph  (8),  by  strik- 
ing out  the  period  at  the  end  of  paragraph 
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(9)  and  inserting  in  lieu  thereof  ";  and",  and 
by  adding  at  the  end  thereof  the  following 
new  paragraph: 

"(10)  a  passive  foreign  investment  compa- 
ny (as  defined  in  section  1296)." 

(3)  The  second  sentence  of  section  851  tb)  is 
amended— 

<A)  by  striking  out  "section 
951(a)(l)(A)(i)"  and  inserting  in  lieu  thereof 
"section  951(a)(l)(A)(i)  or  1293(a)",  and 

(B)  by  striking  out  "section  959(a)(1)"  and 
inserting  in  lieu  thereof  "section  959(a)(1) 
or  1293(c)  (as  the  case  may  be)". 

(4)(A)  Subparagraph  (A)  of  section 
904(g)(1)  is  amended  by  striking  out  "or"  at 
the  end  of  clause  (i),  by  striking  out  the 
period  at  the  end  of  clause  (ii)  and  inserting 
in  lieu  thereof  "',  or",  and  by  adding  at  the 
end  thereof  the  following  new  clause: 

"(Hi)  section  1293  (relating  to  current  tax- 
ation of  income  from  qualified  funds).  " 

(B)  The  paragraph  heading  of  section 
904(g)(2)  is  amended  by  striking  out  "hold- 
ing COMPANY"  and  inserting  in  lieu  thereof 

"holding  OR  PASSIVE  FOREIGN  INVESTMENT 
COMPANY". 

(g)  Clerical  Amendment.— The  table  of 
parts  for  subchapter  P  of  chapter  1  is 
amended  by  adding  at  the  end  thereof  the 
following  new  item: 

"Part  VI.  Treatment  of  certain  passive  for- 
eign investment  companies. " 

(h)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  of  foreign  corporations  beginning 
after  December  31,  1986. 

sue.  I23S.  TRKATMF.\T  OF  ISTERKST  OS  OBLICA- 
TlOyS  OF  THE  I  SITED  STATES  HE- 
lEIVED  HV  BASKS  ORUASIZED  IS 
lit  AM. 

(a)  In  General.— Subsection  (e)  of  section 
882  (relating  to  interest  on  United  States  ob- 
ligations received  by  banks  organised  m 
possessions)  is  amended  by  adding  at  the 
end  thereof  the  following  sentence: 

"The  preceding  sentence  shall  not  apply  to 
any  Guam  corporation  which  is  treated  as 
not  being  a  foreign  corporation  by  section 
881(b)(1)  for  the  taxable  year  " 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  tax- 
able years  beginning  after  November  16. 
1985. 

Subtitle  E— Treatment  of  Foreign 
Taxpayers 
sec.  i2ii.  hrasch  profits  tax. 

(a)  General  Rule.— Subpart  B  of  part  II  of 
subchapter  N  of  chapter  1  (relating  to  for- 
eign corporations)  is  amended  by  redesig- 
nating section  884  as  section  885  and  by  in- 
serting after  section  883  the  following  new 
section: 

■".SEC  »M.  BRASCH  PROFITS  TAX. 

""(a)  iMPosrriON  of  Tax.— In  addition  to 
the  tax  imposed  by  section  882  for  any  tax- 
able year,  there  is  hereby  imposed  on  any 
foreign  corporation  a  tax  equal  to  30  per- 
cent of  the  dividend  equivalent  amount  for 
the  taxable  year. 

"(b)  Dividend  Equivalent  Amount.— For 
purposes  of  subsection  (a),  the  term  'divi- 
dend equivalent  amount'  means  the  foreign 
corporation's  effectively  connected  earnings 
and  profits  for  the  taxable  year  adjusted  as 
provided  in  this  subsectioTL" 

"(1)  Reduction  for  increase  in  v.s.  net 

EQUITY.— If— 

"(A)  the  U.S.  net  equity  of  the  foreign  cor- 
poration as  of  the  close  of  the  taxable  year, 
exceeds 
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"(B)  the  U.S.  net  equity  of  the  foreign  cor- 
poration as  of  the  close  of  the  preceding  tax- 
able year, 

the  effectively  connected  earnings  and  prof- 
its for  the  taxable  year  shall  t>e  reduced  (but 
not  l>elow  zero)  by  the  amount  of  such 
excess. 

"(2)     Increase    for     decrease    in    net 

EQUITY.— 

"(A)  In  general.— If— 

"(i)  the  U.S.  net  equity  of  the  foreign  cor- 
poration as  of  the  close  of  the  preceding  tax- 
able year,  exceeds 

"(ii)  the  U.S.  net  equity  of  the  foreign  cor- 
poration OS  of  the  close  of  the  taxable  year, 
the  effectively  connected  earnings  and  prof- 
its for  the  taxable  year  shall  be  increased  by 
the  amount  of  such  excess. 

"(B)  Limitation.— The  increase  under  sub- 
paragraph (A)  for  any  taxable  year  shall  not 
exceed  the  aggregate  reductions  under  para- 
graph (1)  for  prior  taxable  years  to  the 
extent  not  previously  taken  into  account 
'inder  subparagraph  (A). 

'•ic)  U.S.  Net  Equity.— For  purposes  of  this 
st'ction— 

■(II  In  GENERAU-The  term  'U.S.  net 
equity'  means— 

"(Ai  U.S.  assets,  reduced  (including  below 
zero)  by 

"IB/  U.S.  liabilities. 

"121    U.S.    ASSETS   AND    U.S.    LIABILITIES.— For 

purposes  of  paragraph  ID- 

"(A)  U.S.  ASSETS.— The  term.  U.S.  assets' 
means  the  money  and  aggregate  adjusted 
bases  of  property  of  the  foreign  corporation 
treated  as  connected  with  the  conduct  of  a 
trade  or  business  in  the  United  States  under 
regulations  prescribed  by  the  Secretary.  For 
purposes  of  the  preceding  sentence,  the  ad- 
justed basis  of  any  property  shall  be  its  ad- 
justed basis  for  purposes  of  computing  earn- 
ings and  profits. 

"(B)  U.S.  LIABILITIES.— The  term  'U.S.  li- 
abilities' means  the  liabilities  of  the  foreign 
corporation  treated  as  connected  with  the 
conduct  of  a  trade  or  business  in  the  United 
States  under  regulations  prescribed  by  the 
Secretary. 

"(C)  Regulations  to  be  consistent  with 
ALLOCATION  OF  DEDUCTIONS.— The  regulations 
prescribed  under  subparagraphs  'A)  and  (B) 
shall  be  consistent  with  the  allocation  of  de- 
ductions under  section  882(c)ll). 

"(d)  Effectively  Connected  Earnings  and 
Profits.— For  purposes  of  this  section— 

"(1)  In  general.— The  term  effectively  con- 
nected earnings  and  profits '  means  earnings 
and  profits  (without  diminution  by  reason 
of  any  distributions  made  during  the  tax- 
able year)  which  are  attributable  to  income 
which  is  effectively  connected  (or  treated  as 
effectively  connected)  with  the  conduct  of  a 
trade  or  business  within  the  United  States. 

"(2)  Exception  for  certain  income.— The 
term  'effectively  connected  earnings  and 
profits'  shall  not  include  any  earnings  and 
profits  attributable  to— 

"(A)  income  not  includible  in  gross 
income  under  paragraph  ID  or  (2)  of  section 
8831a), 

"(B)  income  treated  as  effectively  connect- 
ed iDith  the  conduct  of  a  trade  or  business 
unthin  the  United  States  under  section 
921(d)  or  926(b), 

"(C)  gain  on  the  disposition  of  a  United 
States  real  property  interest  described  in 
section  897(c)(l)(A)(ii),  or 

"(D)  income  treated  as  effectively  connect- 
ed xaith  the  conduct  of  a  trade  or  business 
vaithin  the  United  States  under  section 
9S3(c)(3)(C). 

Property  and  liabilities  of  the  foreign  corpo- 
ration   treated    as    connected    with    such 


income  under  regulations  prescrit)ed  by  the 
Secretary  shall  not  be  taken  into  account  in 
determining  the  U.S.  assets  or  U.S.  liabilities 
of  the  foreign  corporation. 

"le)  Coordination  With  Income  Tax  Trea- 
ties; Etc.— 

"(1)  Limitation  on  treaty  exemption.— No 
income  tax  treaty  between  the  United  States 
and  a  foreign  country  shall  exempt  any  for- 
eign corporation  from  the  tax  imposed  by 
subsection  (a)  lor  reduce  the  amount  there- 
of) unless— 

"(A)  such  foreign  corporation  is  a  quali- 
fied resident  of  such  foreign  country,  or 

"IB)  such  foreign  corporation  is  not  a 
qualified  resident  of  such  foreign  country 
but  such  income  tax  treaty  permits  a  with- 
holding tax  on  dividends  described  in  sec- 
tion 861ia)i2)lB)  which  are  paid  by  such 
foreign  corporation. 

"12)  Treats  modifications.— If  a  foreign 
corporation  is  a  qualified  resident  of  a  for- 
eign country  with  which  the  United  Stales 
has  an  income  tax  treaty— 

"I A)  the  rate  of  tax  under  subsection  (a) 
shall  be  the  rate  of  lax  specified  in  such 
treaty— 
"Ii)  on  branch  profits  if  so  specified,  or 
"(ii)  if  not  so  specified,  on  dividends  paid 
by  a  domestic  corporation  to  a  corporation 
resident  in  such  country  which  wholly  owns 
such  domestic  corporation,  and 

"IB)  any  other  limitations  under  such 
treaty  on  the  tax  imposed  by  subsection  la) 
shall  apply. 

"13)  Coordination  with  2nd  tier  with- 
holding TAX.— 

"lA)  In  GENERAL.— If  tt  foreign  corporation 
is  not  exempt  for  any  taxable  year  from  the 
tax  imposed  by  subsection  la)  by  reason  of  a 
treaty,  no  tax  shall  be  imposed  by  section 
8711a).  8811a),  1441.  or  1442  on  any  divi- 
dends paid  by  such  corporation  during  the 
taxable  year. 

"IB)  Limitation  on  certain  treaty  bene- 
fits.—No  foreign  corporation  which  is  not  a 
qualified  resident  of  a  foreign  country  shall 
be  entitled  to  claim  benefits  under  any 
income  tax  treaty  between  the  United  States 
and  such  foreign  country  with  respect  to 
dividends— 

"Ii)  which  are  paid  by  such  foreign  corpo- 
ration and  with  respect  to  which  such  for- 
eign corporation  is  otherwise  required  to 
deduct  and  withhold  tax  under  section  1441 
or  1442,  or 

"(ii)  which  are  received  by  such  foreign 
corporation  and  are  described  in  section 
861(a)(2)(B). 

"(4)  Qualified  resident.— For  purposes  of 
this  subsection— 

"lA)  In  general.— Except  as  otherwise  pro- 
vided in  this  paragraph,  the  term  'qualified 
resident'  means,  with  respect  to  any  foreign 
country,  any  foreign  corporation  which  is  a 
resident  of  such  foreign  country  unless— 

"(i)  more  than  50  percent  Iby  value)  of  the 
stock  of  such  foreign  corporation  is  owned 
Iwithin  the  meaning  of  section  88310(4))  by 
individuals  who  are  not  residents  of  such 
foreign  country  and  who  are  not  United 
States  citizens  or  resident  aliens,  or 

"Hi)  50  percent  or  more  df  its  income  is 
used  Idirectly  or  indirectly)  to  meet  liabil- 
ities to  persons  who  are  not  residents  of 
such  foreign  country  or  the  United  States. 

"(B)  Special  rule  for  pubucly  traded 
corporations.— A  foreign  corporation  which 
is  a  resident  of  a  foreign  country  shall  be 
treated  as  a  qualified  resident  of  such  for- 
eign country  if— 

"Ii)  the  stock  of  such  corporation  is  pri- 
marily and  regularly  traded  on  an  estab- 
lished securities  market  in  such  foreign 
country,  or 


"(ii)  such  corporation  is  wholly  owned 
leither  directly  or  indirectly)  try  another  for- 
eign corporation  which  is  organized  in  such 
foreign  country  and  the  stock  of  which  is  so 
traded. 

"lO  Secretarial  authority.— The  Secre- 
tary may,  in  his  sole  discretion,  treat  a  for- 
eign corporation  as  tteing  a  qualified  resi- 
dent of  a  foreign  country  if  such  corpora- 
tion establishes  to  the  sa'isfaction  of  the 
Secretary  that  such  corporation  meets  such 
requirements  as  the  Secretary  may  establish 
to  ensure  that  individuals  who  are  not  resi- 
dents of  such  foreign  country  do  not  use  the 
treaty  between  such  foreign  country  and  the 
United  States  in  a  manner  inconsistent  with 
the  purposes  of  this  subsection 

"If)  Treatment  of  Interest  Allocable  to 
Effectively  Connected  Income.— 

"ID  In  general.— In  the  case  of  a  foreign 
corporation  engaged  in  a  trade  or  business 
in  the  United  States,  for  purposes  of  sections 
871.  881.  1441.  and  1442- 

"lA)  any  interest  paid  by  such  trade  or 
business  in  the  United  States  shall  be  treat- 
ed as  if  it  were  paid  by  a  domestic  corpora- 
lion,  and 

"IB)  to  the  extent  the  amount  of  interest 
allowable  as  a  deduction  under  section  882 
in  computing  the  effectively  connected  tax- 
able income  of  such  foreign  corporation  ex- 
ceeds the  interest  described  in  subparagraph 
lA),  such  foreign  corporation  shall  be  liable 
for  lax  under  section  881ia)  in  the  same 
manner  as  if  such  excess  were  interest  paid 
to  such  foreign  corporation  by  a  wholly 
owned  domestic  corporation  on  the  last  day 
of  such  foreign  corporation's  taxable  year. 
Rules  similar  to  the  rules  of  subsection 
ie)i3)iB)  shall  apply  to  interest  descrH>ed  in 
the  preceding  sentence. 

"12)  Effectively  connected  taxable 
income.— For  purposes  of  this  subsection,  the 
term  effectively  connected  taxable  income' 
means  taxable  income  which  is  effectively 
connected  lor  treated  as  effectively  connect- 
ed) with  the  conduct  of  a  trade  or  business 
within  the  United  Slates. 

"Ig)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  section,  including  regulations 
providing  for  appropriate  adjustments  in 
the  determination  of  the  dividend  equiva- 
lent amount  in  connection  with  the  distri- 
bution to  shareholders  or  transfer  to  a  con- 
trolled corporation  of  the  taxpayer's  U.S. 
assets  and  other  adjustments  in  such  deter- 
mination as  are  necessary  or  appropriate  to 
carry  out  the  purposes  of  this  section. " 

lb)  Amendments  to  Interest  and  Dividend 
SouRCiNG  Rules.— 

ID  Interest.— Paragraph  U)  of  section 
8611a)  las  amended  by  section  1214)  is 
amended— 

I  A)  by  striking  out  "residents,  corporate  or 
otherwise, "  in  the  matter  preceding  subpara- 
graph lA)  and  inserting  in  lieu  thereof  "non- 
corporate residents  or  domestic  corpora- 
tions", and 

IB)  by  striking  out  subparagraphs  iB)  and 
IC)  and  by  redesignating  subparagraphs  ID), 
IE),  and  IF)  as  subparagraphs  (B),  (C),  and 
(D).  respectively. 

12)  Dividends.— Subparagraph  (B)  of  sec- 
tion 861la)l2)  is  amended— 

lA)  by  striking  out  "SO  percent"  and  in- 
serting in  lieu  thereof  "25  percent",  and 

(B)  by  striking  out  "effectively  connected" 
each  place  it  appears  and  inserting  in  lieu 
thereof  "effectively  connected  (or  treated  as 
effectively  connected  other  than  under  sec- 
tion 884(a)(2))". 
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(c)  Disallowance  of  CREorr.— Subsection 
(b)  of  section  90S  is  amended  by  adding  at 
the  end  thereof  the  following  new  paragraph: 

"(6)  No  credit  shall  be  allowed  under  this 
section  against  the  tax  imposed  by  section 
884.  •' 

Id)  Clerical  Amendment.— The  table  of  sec- 
tions for  subpart  B  of  part  II  of  subchapter 
N  of  chapter  1  is  amended  by  striking  out 
the  item  relating  to  section  884  and  insert- 
ing in  lieu  thereof  the  following: 
"Sec.  884.  Branch  profits  tax. 
"Sec.  885.  Cross  references.  " 

le)  Effective  DATE.-The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

SEC.  IU2.  TMaTMEST  OF  DEFERRED  PA}ME.\rS 
A.VD  APPRECIATinS  ARISISC  OtT  OF 
BlSl.yESS  COSDICTED  WITH  IS  THE 
IMTED  STATES. 

<a)  General  Rule.— Subsection  (c)  of  sec- 
tion 864  (defining  effectively  connected 
income)  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraphs: 

"<6)  Treatment  of  certain  deferred  pay- 
ments, ETC.— For  purposes  of  this  title,  any 
income  or  gain  of  a  nonresident  alien  indi- 
vidual or  a  foreign  corporation  for  any  tax- 
able year  which  is  attributable  to  a  sale  or 
exchange  of  property  or  the  performance  of 
services  lor  any  other  transaction)  in  any 
other  taxable  year  shall  be  treated  as  effec- 
tively connected  with  the  conduct  of  a  trade 
or  business  within  the  United  Stales  if  it 
would  have  been  so  treated  if  such  income 
or  gain  were  taken  into  account  in  such 
other  taxable  year. 

"17)  Treatment  of  certain  property 
TRANSACTIONS.— For  purposes  of  this  title,  if 
any  property  ceases  to  be  used  or  held  for 
use  in  connection  with  the  conduct  of  a 
trade  or  business  within  the  United  States, 
the  determination  of  whether  any  income  or 
gain  attributable  to  a  sale  or  exchange  of 
such  property  occurring  within  10  years 
after  such  cessation  is  effectively  connected 
with  the  conduct  of  a  trade  or  business 
within  the  United  States  shall  be  made  as  if 
such  sale  or  exchange  occurred  immediately 
before  such  cessation. " 

lb)  Conforming  Amendments.— Paragraph 
11)  of  section  8641c)  is  amended— 

11)  by  striking  out  "and  14)"  in  subpara- 
graph lA)  and  inserting  in  lieu  thereof  "14) 
16),  and  17)",  and 

12)  by  striking  out  "as  provided  in  "  in  sub- 
paragraph IB)  and  inserting  in  lieu  thereof 
"as  provided  in  paragraph  16)  or  17)  or  in". 

ic)  Effective  DATE.-The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1986. 

SEC.  IZ4J.  TRE.AT.WEyr  ISDER  SECTIOS  HT?  OF  PROP- 
ERTY RECEIVED  l.\  TAX-FREE  EX- 
CHA.WES,  ETC. 

fa)  General  Rule.— Subsection  ic)  of  sec- 
tion 877  {relating  to  expatriation  to  avoid 
tax)  is  amended  by  adding  at  the  end  thereof 
the  following  new  sentence: 
"For  purposes  of  this  section,  gain  on  the 
sale  or  exchange  of  property  which  has  a 
basis  determined  in  whole  or  in  part  by  ref- 
erence to  property  described  in  paragraph 
11)  or  12)  shall  be  treated  as  gain  descrit>ed 
in  paragraph  11)  or  12). " 

lb)  Effective  DATE.-The  amendment 
made  by  subsection  la)  shall  apply  to  sales 
or  exchanges  of  property  received  in  ex- 
changes ajler  September  25,  1985. 

SBC.  1144.  STVDY  OP  VSITED  STATES  REINSVRASCE 
INDVSTRY. 

The  Secretary  of  the  Treasury  or  hU  dele- 
gate shall  conduct  a  study  to  determine 
whether  United  States  reinsurance  corpora- 


tions are  placed  at  a  significant  competitive 
disadvantage  with  foreign  reinsurance  cor- 
porations by  existing  treaties  between  the 
United  States  and  foreign  countries.  The 
Secretary  shall  report  before  January  1, 
1988,  the  results  of  such  study  to  the  Com- 
mittee on  Finance  of  the  United  States 
Senate  and  the  Committee  on  Ways  and 
Means  of  the  House  of  Representatives. 

SEC.  I24S.  I.SFORWATIOS  WITH  RESPECT  TO  CERTAIN 
FOREIGS-OWSED  CORPORATIONS 

la)  In  General.— Paragraph  ID  of  section 
6038Aib)  (relating  to  certain  required  infor- 
mation) is  amended— 

11/  by  striking  out  "each  corporation"  in 
the  matter  preceding  subparagraph  lA)  and 
inserting  in  lieu  thereof  "each  person",  and 

12)  by  striking  out  subparagraph  (A)  and 
inserting  in  lieu  thereof  the  following: 

"I A  J  is  a  related  party  to  the  reporting  cor- 
poration, and", 
lb)  Conforming  Amendments.— 

(1)  Paragraph  (2)  of  section  6038A(b)  is 
amended  by  striking  out  "each  corporation" 
and  inserting  in  lieu  thereof  "each  person". 

(2)  Paragraph  13)  of  section  6038Alb)  is 
amended  to  read  as  follows: 

"13)  transactions  between  the  reporting 
corporation  and  each  foreign  person  which 
is  a  related  party  to  the  reporting  corpora- 
tion. ■■ 

13)  Subsection  lb)  of  section  6038A  is 
amended  by  striking  out  "and"  at  the  end  of 
paragraph  12).  by  striking  out  the  period  at 
the  end  of  paragraph  13)  and  inserting  in 
lieu  thereof  ",  and",  and  by  adding  at  the 
end  thereof  the  following  new  paragraph: 

"141  such  information  as  the  Secretary 
may  require  for  purposes  of  carrying  out  the 
provisions  of  section  453C.  " 

14)  Paragraph  12)  of  section  6038Alc)  is 
amended  to  read  as  follows: 

"12)  Related  party.— The  term  'related 
party'  means— 

"lA)  any  person  who  is  related  to  the  re- 
porting corporation  within  the  meaning  of 
section  2671b)  or  707lb)ll),  and 

"IB)  any  other  person  who  is  related 
iwithin  the  meaning  of  section  482)  to  the 
reporting  corporation. " 

15)  Paragraph  ID  of  section  60381a)  is 
amended  by  striking  out  "and"  at  the  qnd  of 
subparagraph  ID),  by  striking  out  the  period 
at  the  end  of  subparagraph  IE)  and  insert- 
ing in  lieu  thereof  ".  and",  and  by  inserting 
after  subparagraph  lE)  the  following  new 
subparagraph: 

"IF)  such  information  as  the  Secretary 
may  require  for  purposes  of  carrying  out  the 
provisions  of  section  453C.  " 

Ic)  Effective  DATE.-The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31.  1986. 

SEC  lUS.  WITHHOLDISG  TAX  OS  AMOISTS  PAID  BY 
PARTSERSHIPS  TO  FOREIGS  PART- 
SERS. 

la)  In  General.  Subchapter  a  of  chapter  3 
Irelating  to  withholding  of  tax  on  nonresi- 
dent) is  amended  by  adding  at  the  end  there- 
of the  following  new  section: 

■SEC  I44S.  WITHHOLDISG  TAX  OS  AMOl  STS  PAID  BY 
PARTNERSHIPS  TO  FOREIGS  PART- 
NERS 

"la)  General  Rule.— Except  as  provided 
in  this  section,  if  a  partnership  has  any 
income,  gain,  or  loss  which  is  effectively 
connected  or  treated  as  effectively  connected 
with  the  conduct  of  a  trade  or  business 
within  the  United  States,  any  person  de- 
scribed in  section  14411a)  shall  be  required 
to  deduct  and  withhold  a  tax  equal  to  20 
percent  of  any  amount  distributed  to  a  part- 
ner which  is  not  a  United  States  person. 
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"lb)  Limitation  if  Less  Than  80  Percent  of 
Gross  Income  is  Effectively  Connected 
With  United  States  Trade  or  Business.— 

"ID  In  aENERAL.—If  the  effectively  con- 
nected percentage  is  less  than  80  percent, 
only  the  effectively  connected  percentage  of 
any  distribution  shall  be  taken  into  account 
under  subsection  (a). 

"12)  Effectively  connected  percentage.— 
For  purposes  of  paragraph  ID  the  term  'ef 
fectively  connected  percentage'  means  the 
percentage  of  the  gross  income  of  the  part- 
nership for  the  3  taxable  years  preceding  the 
taxable  year  of  the  distribution  which  is  ef- 
fectively connected  lor  treated  as  effectively 
connected)  with  the  conduct  of  a  trade  or 
business  within  the  United  States. 

"Ic)  Exceptions.— 

"ID  Amounts  on  which  tax  withheld.— 
Subsection  la)  shall  not  apply  to  that  por- 
tion of  any  distribution  with  respect  to 
which  a  tax  is  required  to  be  deducted  and 
withheld  under  section  1441  or  1442  lor 
would  be  required  to  be  deducted  and  with- 
held but  for  a  treaty). 

"12)  Partnerships  with  certain  alloca- 
tions.—Except  as  provided  in  regulations, 
subsection  la)  shall  not  apply  to  any  part- 
nership with  respect  to  which  substantially 
all  income  from  sources  within  the  United 
States  and  substantially  all  income  which  is 
effectively  connected  with  the  conduct  of  a 
trade  or  business  within  the  United  States  is 
properly  allocated  to  United  States  persons. 

"13)  Coordination  with  section  i44s.— 
Under  regulations  proper  adjustments  shall 
be  made  in  the  amount  required  to  be  de- 
ducted and  withheld  under  subsection  la) 
for  amounts  deducted  and  withheld  under 
section  1445. 

"Id)  Regulations. -The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  section. " 

lb)  Coordination  With  Section  64011b).— 
Paragraph  12)  of  section  64011b)  irelating  to 
excessive  credits  treated  as  overpayments)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "The  preceding  sen- 
tence shall  not  apply  to  any  amount  deduct- 
ed and  withheld  under  section  1446.  " 

Ic)  Conforming  Amendment.— The  table  of 
sections  for  subchapter  A  of  chapter  3  is 
amended  by  adding  at  the  end  thereof  the 
following  new  item: 

"Sec.  1446.  Withholding  tax  on  amounts 
paid  by  partnerships  to  foreign 
partners. " 

Id)  Effective  DATE.-The  amendment 
made  by  this  section  shall  apply  to  distribu- 
tions after  December  31,  1987.  lor,  if  earlier, 
the  effective  date  iwhich  shall  not  be  earlier 
than  January  1,  1987)  of  the  initial  regula- 
tions issued  under  section  1446  of  the  Inter- 
nal Revenue  Code  of  1986  as  added  by  this 
section). 

SEC  1247.  INCOME  OF  FOREIGS  GOVERNMENTS. 

la)  Special  Rule.— Section  892  Irelating  to 
income  of  foreign  governments  and  of  inter- 
national organizations)  is  amended  to  read 
as  follows: 

"SEC.  Ht2.  INCOME  OF  FOREIGS  GOVERNMENTS  AND 
OF  ISTERSA  TIOSAL  ORGANIZA  TION& 

"la)  Foreign  Governments.— 

"ID  In  general.— The  income  of  foreign 
governments  received  from— 

"lA)  investments  in  the  United  States  in— 

"H)  stock,  bonds,  or  other  domestic  securi- 
ties owned  by  such  foreign  governments,  or 

"Hi)  financial  instruments  held  in  the  exe- 
cution of  governmental  financial  or  mone- 
tary policy,  or 
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"(B)  interest  on  deposits  in  banks  in  the 
United  States  of  moneys  belonging  to  such 
foreign  govemm£nts, 

shall  not  be  included  in  gross  income  and 
shall  be  exempt  from  taxation  under  this 
subtitle. 

"(2)  Income  received  directly  or  indi- 
rectly FROM  COMMERCIAL  ACTIVITIES.— 

"(A)  In  qeneral.— Paragraph  (1)  shall  not 
apply  to  any  income— 

"(i)  derived  from  the  conduct  of  any  com- 
mercial ax:tivity  (whether  within  or  outside 
the  United  States),  or 

"(ii)  received  from  or  by  a  controlled  com- 
mercial entity. 

"(B)  Controlled  commercial  entity.— For 
purposes  of  subparagraph  (A),  the  term  'con- 
trolled commercial  entity'  means  any  entity 
engaged  in  commercial  activities  (whether 
within  or  outside  the  United  States)  if  the 
government— 

"(i)  holds  (directly  or  indirectly)  any  in- 
terest in  such  entity  which  (by  value  or 
voting  interest)  is  50  percent  or  more  of  the 
LOtal  of  such  interests  in  such  entity,  or 

"(ii)  holds  (directly  or  indirectly)  any 
other  interest  in  such  entity  which  provides 
the  foreign  government  wiUi  effective  con- 
trol of  such  entity. 

For  purposes  of  the  preceding  sentence,  a 
central  bank  of  issue  shall  be  treated  as  a 
controlled  commercial  entity  only  if  en- 
gaged in  commercial  activities  within  the 
United  States. 

"(b)  International  Organizations.— The 
income  of  international  organizations  re- 
ceived from  investments  in  the  United 
States  in  stocks,  bonds,  or  other  domestic  se- 
curities owned  by  such  international  orga- 
nizations, or  from  interest  on  deposits  in 
banks  in  the  United  States  of  moneys  be- 
longing to  such  international  organizations, 
or  from  any  other  source  within  the  United 
States,  shall  not  be  included  in  gross  income 
and  shall  be  exempt  from  taxation  under 
this  subtitle. 

"(c)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  section. " 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to 
amounts  received  on  or  after  July  1,  1986, 
except  that  no  amount  shall  be  required  to 
be  deducted  and  withheld  by  reason  of  the 
amendment  made  by  subsection  (a)  from 
any  payment  made  before  the  date  of  the  en- 
actment of  this  Act. 

SEC.   ;««.  LI!HrTATI(>\  ON  COST  OF  PROPERTY  IM- 
PORTED FROM  RELA  TED  PERSONS 

(a)  In  General.— Part  IV  of  subchapter  O 
of  chapter  1  (relating  to  special  rules  for  de- 
termination of  basis)  is  amended  by  insert- 
ing after  section  1059  the  following  new  sec- 
tion: 

"SEC  mSA.  limitation  on  TAXPAYER'S  BASIS  OR 

inventory  cost  in  property  im- 
ported FROM  RELATED  PERSONS 

"(a)  In  General.— If  any  property  is  im- 
ported into  the  United  States  in  a  transac- 
tion (directly  or  indirectly)  between  related 
persons  (xoithin  the  meaning  of  section  482), 
the  amount  of  any  costs— 

"(1)  which  are  taken  into  account  in  com- 
puting the  iMsis  or  inventory  cost  of  such 
property  by  the  purchaser,  and 

"(2)  which  are  also  taken  into  account  in 
computing  the  customs  value  of  such  proper- 
ty, 

shall  not,  for  purposes  of  computing  such 
btuis  or  inventory  cost  for  purposes  of  this 
chapter,  be  greater  than  the  amount  of  suc/i 
costs  taken  into  account  in  computing  such 
customs  value. 


"(b)  Customs  Value;  Import.— For  pur- 
poses of  this  section— 

"(1)  Customs  value.— The  term  customs 
value'  Tneans  the  value  taken  into  account 
for  purposes  of  determining  the  amount  of 
any  customs  duties  or  any  other  duties 
which  may  be  imposed  on  the  importation 
of  any  property. 

"(2)  Import.— Except  as  provided  in  regu- 
lations, the  term  'import'  means  the  enter- 
ing, or  withdrawal  from  warehouse,  for  con- 
sumption. " 

(b)  Conforming  Amendment.— The  table  of 
sections  for  part  IV  of  subchapter  O  of  chap- 
ter 1  is  amended  by  inserting  after  the  item 
relating  to  section  1059  and  inserting  in  lieu 
thereof  the  following  new  item: 


"Sec.  1059A.  Limitation  on  taxpayer's  basis 
or  inventory  cost  in  property 
imported  from  related  per- 
sons. " 

fc)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  transac- 
tions entered  into  after  March  18,  1986. 

SEC.  I24S.  treatment  OF  DCAl  residence  corpo- 
rations 

la)  General  Rule.— Section  1503  (relating 
to  consolidated  return)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subsection: 
"(d)  Dual  Consolidated  Loss.— 
"(1)  In  general.— The  dual  consolidated 
loss  for  any  taxable  year  of  any  corporation 
shall  not  be  allowed  to  reduce  the  taxable 
income  of  any  other  member  of  the  affiliated 
group  for  the  taxable  year  or  any  other  tax- 
able year. 

"'2)  Dual  consolidated  loss.— For  pur- 
poses of  this  section— 

"(A)  In  general.— Except  as  provided  in 
subparagraph  (B).  the  term  dual  consolidat 
ed  loss'  means  any  net  operating  loss  of  a 
domestic  corporation  which  is  subject  to  an 
income  tax  of  a  foreign  country  on  its 
income  without  regard  to  whether  such 
income  is  from  sources  in  or  outside  of  such 
foreign  country,  or  is  subject  to  such  a  tax 
on  a  residence  basis. 

"(B)  Special  rule  where  loss  not  used 
under  foreign  law.— To  the  extent  provided 
in  regulations,  the  term  dual  consolidated 
loss'  shall  not  include  any  loss  which,  under 
the  foreign  income  tax  law.  does  not  offset 
the  income  of  any  foreign  corporation. " 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  net  op- 
erating losses  for  taxable  years  beginning 
after  December  31,  1986. 

Subtitle  F— Foreign  Currency 

Transactions 

sec   I2SI   treatment  of  foreign  cvrre.vcy 

trans  ACTI0.\S 

(a)  General  Rule.— Part  III  of  subchapter 
N  of  chapter  1  is  amended  by  adding  at  the 
end  thereof  the  following  new  subpart 
"Subpart  J— Foreign  Currency  Trantactions 

"Sec.  985.  Functional  currency. 

"Sec.  986.  Determination  of  foreign  corpora- 
tion's earnings  and  profits  and 
foreign  taxes. 

"Sec.  987.  Branch  transactions. 

"Sec.  988.  Treatment  of  certain  foreign  cur- 
rency transactions. 

"Sec.  989.  Other  d^nitions  and  special 
rules. 

SEC  MS.  FUNCTIONAL  CVRRE.WY. 

"(a)  In  General.— Unless  otherwise  provid- 
ed in  regulations,  all  determinations  under 
this  subtitle  shall  be  made  in  the  taxpayer's 
furuitional  currency. 


"(b)  Functional  Currency.— 

"(1)  In  general.— For  purposes  of  this  sub- 
title, the  term  'functional  currency'  means— 

"(A)  except  as  provided  in  subparagraph 
(B),  the  dollar,  or 

"(B)  in  the  case  of  a  qualified  business 
unit  the  currency  of  the  economic  environ- 
ment in  which  a  significant  part  of  such 
unit's  activities  are  conducted  and  which  is 
used  by  such  unit  in  keeping  its  books  and 
records. 

"(2)  Functional  currency  where  activi- 
ties PRIMARILY  conducted   IN  DOLLARS.  — The 

functional  currency  of  any  qualified  busi- 
ness unit  shall  be  the  dollar  if  activities  of 
such  unit  are  primarily  conducted  in  dol- 
lars. 

"(3)  Election.— To  the  extent  provided  in 
regulations,  the  taxpayer  may  elect  to  use 
the  dollar  as  the  functional  currency  for  any 
qualified  btisiness  unit  if— 

"(A)  such  unit  keeps  its  books  and  records 
in  dollars,  or 

"(B)  the  taxpayer  uses  a  method  of  ac- 
counting that  approximates  a  separate 
transactions  method. 

Any  such  election  shall  apply  to  the  taxable 
year  for  which  made  and  all  subsequent  tax- 
able years  unless  revoked  with  the  consent  of 
the  Secretary. 

"14/  Change  in  functional  currency 
treated  as  a  change  in  method  of  account- 
ING.—Any  change  in  the  functional  currency 
shall  be  treated  as  a  change  in  the  taxpayer's 
method  of  accounting  for  purposes  of  sec- 
tion 481  under  procedures  to  t>e  established 
by  the  Secretary. 

■SEC  sue.  DETERMINATION  OF  FOREIGN  CORPORA- 
TIONS EARNINGS  AND  PROFITS  AND 
FOREIGN  TAXES 

"(a)  Earnings  and  Profits  and  Distribu- 
tions.—For  purposes  of  determining  the  tax 
under  this  subtitle— 

"(1)  of  any  shareholder  of  any  foreign  cor- 
poration, the  earnings  and  profits  of  such 
corporation  shall  be  determined  in  the  cor- 
poration's functional  currency,  and 

"(2)  in  the  case  of  any  United  States 
person,  the  earnings  and  profits  determined 
under  paragraph  d)  (when  distributed, 
deemed  distribute<L  or  otherwise  taken  into 
account  under  this  subtitle)  shall  (if  neces- 
sary) be  translated  into  dollars  using  the  ap- 
propriate exchange  rate. 

"(b)  Foreign  Taxes — 

"(1)  In  general.— In  determining  the 
amount  of  foreign  taxes  deemed  paid  under 
section  902  or  960— 

"(A)  any  foreign  income  taxes  paid  by  a 
foreign  corporation  shall  be  translated  into 
dollars  using  the  exchange  rates  as  of  the 
time  of  payment  and 

"(B)  any  adjustment  to  the  amount  of  for- 
eign income  taxes  paid  by  a  foreign  corpora- 
tion shall  be  translated  into  dollars  using— 

"(i)  except  as  provided  in^clause  (ii),  the 
appropriate  exchange  rate  as  of  when  such 
adjustment  is  made,  and 

"(ii)  in  the  case  of  any  refund  or  credit  of 
foreign  taxes,  using  the  exchange  rate  as  of 
the  time  of  original  payment  of  such  foreign 
income  taxes. 

"(2)  Foreign  income  taxes.— For  purposes 
of  paragraph  (1),  'foreign  income  taxes' 
means  any  income,  war  profits,  or  excess 
profits  taxes  paid  to  any  foreign  country  or 
to  any  possession  of  the  United  States. 

"(c)  Previously  Taxed  Earnings  and  Prof- 
its.- 

"(1)  In  general.— Foreign  currency  gain  or 
loss  with  respect  to  distributions  of  previ- 
ously taxed  earnings  and  profits  (as  de- 
scribed in  section  959  or  1293(c))  attributa- 
ble to  movements  in  exchange  rates  between 
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the  times  of  deemed  and  actual  distribution 
shall  be  recognized  and  treated  as  ordinary 
income  or  loss  from  the  same  source  as  the 
associated  income  inclusion. 

"(2)  Distributions  through  tiers.— The 
Secretary  shall  prescribe  regulations  with  re- 
spect to  the  treatment  of  distributions  of 
previously  taxed  earnings  and  profits 
through  tiers  of  foreign  corporations. 

"SEC.  tST.  BRA.\CH  TRA.\S.4CTI0.\S. 

"In  the  case  of  any  taxpayer  having  1  or 
more  qualified  business  units  with  a  func- 
tional currency  other  than  the  dollar,  tax- 
able income  of  such  taxpayer  shall  be  deter- 
mined— 

"ID  by  computing  the  taxable  income  or 
loss  separately  for  each  such  unit  in  its 
functional  currency. 

"(2)  by  translating  the  income  or  loss  sep- 
arately computed  under  paragraph  ID  at  the 
appropriate  exchange  rate. 

"13)  try  making  proper  adjustments  las 
prescribed  by  the  Secretary)  for  transfers  of 
property  between  qualified  business  units  of 
the  taxpayer  having  different  functional 
currencies,  including— 

"lAJ  treating  post-19S6  remittances  from 
each  such  unit  as  made  on  a  pro  rata  basis 
out  of  post-1986  accumulated  earnings,  and 

"IB)  treating  gain  or  loss  determined 
under  this  paragraph  as  ordinary  income  or 
loss,  respectively,  and  sourcing  such  gain  or 
loss  by  reference  to  the  source  of  the  income 
giving  nse  to  post-1986  accumulated  earn- 
ings, and 

"14)  by  translating  foreign  income  taxes 
paid  by  each  qualified  business  unit  of  the 
taxpayer  in  the  same  manner  as  provided 
under  section  986ib). 

-SEC  «W.   TREATME\T  OF  CERTAIS  FDREIUS  CIH- 
RE\n  TRA\S.ACT10.\S. 

"(a)  General  Rule.— 

"ID    Treatment  as   ordinary  income   or 

LOSS.— 

"lAi  In  GENERAL.— Except  as  otherwise  pro- 
vided in  this  section,  any  foreign  currency 
gain  or  loss  attributable  to  a  section  988 
transaction  shall  be  computed  separately 
and  treated  as  ordinary  income  or  loss  las 
the  case  may  be). 

"IB)  Special  rule  for  forward  contracts, 
etc.— Except  as  provided  in  regulations,  a 
taxpayer  may  elect  to  treat  any  foreign  cur- 
rency gain  or  loss  attributable  to  a  forward 
contract,  a  futures  contract,  or  option  de- 
scribed in  subsection  ic)iDiB)iiii)  which  is 
a  capital  asset  in  the  hands  of  the  taxpayer 
and  which  is  not  a  part  of  a  straddle 
Iwithin  the  meaning  of  section  1092ic), 
without  regard  to  paragraph  14)  thereof)  as 
capital  gain  or  loss  las  the  case  may  be)  if 
the  taxpayer  makes  such  election  and  identi- 
fies such  transaction  before  the  close  of  the 
day  on  which  such  transaction  is  entered 
into  lor  such  earlier  time  as  the  Secretary 
may  prescritte).  ' 

"(2)  Gain  or  loss  treated  as  interest  for 
certain  purposes.— To  the  extent  provided 
in  regulations,  any  amount  treated  as  ordi- 
nary income  or  loss  under  paragraph  ID 
shall  6e  treated  as  interest  income  or  ex- 
pense las  the  case  may  tte). 

"OfSOURCE.- 

"(A)  In  GENERA!-- Except  as  otherwise  pro- 
vided in  regulations,  in  the  case  of  any 
amount  treated  as  ordinary  income  or  loss 
under  paragraph  ID  Iwithout  regard  to 
paragraph  IDIBJ),  the  source  of  such 
amount  shall  be  determined  by  reference  to 
the  residence  of  the  taxpayer  or  the  qualified 
tntsineas  unit  of  the  taxpayer  on  whose 
books  the  asset,  liafnlity,  or  item  of  income 
or  expense  is  properly  reflected. 

"IB)  Residence.— For  purposes  of  this  sulh 
part— 


"li)  In  GENERAL.— The  residence  of  any 
person  shall  be— 

"in  in  the  case  of  an  individual  the  coun- 
try in  which  such  individual's  tax  home  las 
defined  in  section  911ld)l3))  is  located, 

"III!  in  the  case  of  any  corporation,  part- 
nership, trust,  or  estate  which  is  a  United 
States  person  las  de.fined  in  section 
7701la)l30)).  the  United  States,  and 

'HID  in  the  case  of  any  corporation,  part- 
nership, trust,  or  estate  which  is  not  a 
United  States  person,  a  country  other  than 
the  United  States. 

"Hi)  Exception.— In  the  case  of  a  qualified 
business  unit  of  any  taxpayer  lincluding  an 
individual),  the  residence  of  such  unit  shall 
be  the  country  in  which  the  principal  place 
of  business  of  such  qualified  business  unit  is 
located. 

"lO  Special  rule  for  certain  related 
PARTY  LOANS.— Except  to  the  extent  provided 
in  regulations,  in  the  case  of  a  loan  by  a 
United  States  person  or  a  related  person  to  a 
10-percent  owned  foreign  corporation  which 
is  denominated  in  a  currency  other  than  the 
dollar  and  bears  interest  at  a  rate  at  least  10 
percentage  points  higher  than  the  Federal 
mid-term  rate  Idetermined  under  section 
1274ld))  at  the  time  such  loan  is  entered 
into,  the  following  rules  shall  apply: 

"li)  For  purposes  of  section  904  only,  such 
loan  shall  be  marked  to  market  on  an 
annual  basis. 

"Hi)  Any  interest  income  earned  with  re- 
spect to  such  loan  for  the  taxable  year  shall 
be  treated  as  income  from  sources  within  the 
United  States  to  the  extent  of  any  loss  at- 
tributable to  clause  li). 

For  purposes  of  this  subparagraph,  the  term 
'related  person '  has  the  meaning  given  such 
term  by  section  954id)i3),  except  that  such 
section  shall  be  applied  by  substituting 
'United  States  person' for  'controlled  foreign 
corporation' each  place  such  term  appears. 

"ID)  10-percent  owned  foreign  corpora- 
tion.—The  term  lO-percent  owned  foreign 
corporation'  means  any  foreign  corporation 
in  which  the  United  States  person  owns  di- 
rectly or  indirectly  at  least  10  percent  of  the 
voting  stock. 

"lb)  FojiEiGN  Currency  Gain  or  Loss.— 
For  purposes  of  this  section— 

"ID  Foreign  currency  gain.— The  term 
'foreign  currency  gain '  means  any  gain  from 
a  section  988  transaction  to  the  extent  :uch 
gain  does  not  exceed  gain  realised  by  reason 
of  changes  in  exchange  rates  on  or  after  the 
booking  date  and  before  the  payment  date. 

"12)  Foreign  currency  loss.— The  term 
'foreign  currency  loss'  means  any  loss  from 
a  section  988  transaction  to  the  extent  such 
loss  does  not  exceed  the  loss  realized  by 
reason  of  changes  in  exchange  rates  on  or 
after  the  booking  date  and  before  the  pay- 
ment date. 

"lO  Other  Definitions.— For  purposes  of 
this  section— 
"ID  Section  s«8  transaction.— 
"lA)  In  aENERAL.—The  term  section  988 
transaction'  means  any  transaction  de- 
scribed in  subparagraph  IB)  if  the  amount 
which  the  taxpayer  is  entitled  to  receive  lor 
is  required  to  pay)  by  reason  of  such  trans- 
action— 

"li)  is  denominated  in  terms  of  a  nonfunc- 
tional currency,  or 

"Hi)  is  determined  by  reference  to  the 
value  of  1  or  more  nonfunctional  currencies. 
"IB)  Description  of  transactions.— For 
purposes  of  subparagraph  lA),  the  following 
transactions  are  described  in  this  subpara- 
graph: 

""li)  The  acquisition  of  a  debt  instrument 
or  becoming  the  obligor  under  a  debt  instru- 
ment 
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'"Hit  Accruing  lor  otherwise  taking  into 
account)  for  purposes  of  this  subtitle  any 
item  of  expense  or  gross  income  or  receipts 
which  is  to  be  paid  or  received  after  the  date 
on  which  so  accrued  or  taken  into  account 
"'Hii)  Entering  into  or  acquiring  any  for- 
ward contract  futures  contract  option,  or 
similar  financial  instrument  if  such  instru- 
ment is  not  marked  to  market  at  the  close  of 
the  taxable  year  under  section  1256. 
The  Secretary  may  prescribe  regulations  ex- 
cluding from  the  application  of  clause  Hi) 
any  class  of  items  the  taking  into  account  of 
which  is  not  necessary  to  carry  out  the  pur- 
poses of  this  section  by  reason  of  the  small 
amounts  or  short  periods  involved,  or  other- 
wise. 

"lO  Special  rules  for  disposttion  of  non- 
functional CURRENCY.— 

""li)  In  GENERAL.— In  the  case  of  any  dispo- 
sition of  any  nonfunctional  currency— 

"ID  such  disposition  shall  be  treated  as  a 
section  988  transaction,  and 

""III)  for  purposes  of  determining  the  for- 
eign currency  gain  or  loss  from  such  trans- 
action, paragraphs  ID  and  12)  of  subsection 
lb)  shall  be  applied  by  substituting  "acquisi- 
tion dale'  for  "booking  date'  and  disposi- 
tion'for 'payment  date'. 

"Hi)  Nonfunctional  currency.— For  pur- 
poses of  this  section,  the  term  "nonfunc- 
tional currency'  includes  coin  or  currency, 
and  nonfunctional  currency  denominated 
demand  or  time  deposits  or  similar  instru- 
ments issued  by  a  bank  or  other  financial 
institution. 

"12)  Booking  date.— The  term  booking 
date'  means— 

"I A)  in  the  case  of  a  transaction  described 
in  paragraph  I1)IB)H),  the  date  of  acquisi- 
tion or  on  which  the  taxpayer  becomes  the 
obligor, 

"IB)  in  the  case  of  a  transaction  described 
in  paragraph  IDlB)lii),  the  date  on  which 
accrued  or  otherwise  taken  into  account  or 
"lO  in  the  case  of  a  transaction  described 
in  paragraph  iDlB)iiii).  the  date  on  which 
the  position  is  entered  into  or  acquired. 

"13)  Payment  date.— The  term  "payment 
date '  means— 

""lAl  in  the  case  of  a  transaction  described 
in  paragraph  IDIB)  li)  or  Hi),  the  date  on 
which  payment  is  made  or  received,  or 

"IB)  in  the  case  of  a  transaction  described 
in  paragraph  ll)lB)Hii).  the  date  payment 
is  made  or  received  or  the  date  the  taxpay- 
er's rights  with  respect  to  the  position  are 
terminated. 

'14)  Debt  INSTRVMENT.—The  term  'debt  in- 
strument' means  a  bond,  debenture,  note,  or 
certificate  or  other  evidence  of  indebtedness. 
To  the  extent  provided  in  regulations,  such 
term  shall  include  preferred  stock 

"Id)  Treatment  of  988  Hedging  Transac- 
tions.- 

"ID  In  general.— To  the  extent  provided 
in  regulations,  if  any  section  988  transac- 
tion is  part  of  a  988  hedging  transaction,  all 
transactions  which  are  part  of  such  988 
hedging  transaction  shall  be  integrated  and 
treated  as  a  single  transaction  or  otherwise 
treated  consistently  for  purposes  of  this  sec- 
tion. For  purposes  of  the  preceding  sentence, 
the  determination  of  whether  any  transac- 
tion is  a  section  988  transaction  shall  be  de- 
termined without  regard  to  whether  such 
transaction  would  otherwise  be  market-to- 
market  under  section  1256  and  such  term 
shall  not  include  any  transaction  with  re- 
spect to  which  an  election  is  made  under 
subsection  la)IDIB).  Sections  1092  and  1256 
shall  not  apply  to  a  transaction  covered  by 
this  subsectioju 
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"(2)  988  HEDGING  TRANSAcnof/.—For  pur- 
poses of  paragraph  (IK  the  term  '988  hedging 
transaction '  means  any  transaction— 

"(A)  entered  into  by  the  taxpayer  primari- 

ly- 

"(i)  to  reduce  risk  of  currency  fluctuations 
with  respect  to  property  which  is  held  or  to 
be  held  by  the  taxpayer,  or 

"(ii)  to  reduce  risk  of  currency  fluctua- 
tions with  respect  to  borrowings  made  or  to 
be  made,  or  obligations  incurred  or  to  be  in- 
curred, by  the  taxpayer,  and 

"(B)  identified  by  the  Secretary  or  the  tax- 
payer as  being  a  988  hedging  transaction. 

"(e)  Application  to  Individuals.— TTiis  sec- 
tion shall  apply  to  section  988  transactions 
entered  into  by  an  individual  only  to  the 
extent  expenses  properly  allocable  to  such 
transactions  meet  the  requirements  of  sec- 
tion 162  or  212  (other  than  that  part  of  sec- 
tion 212  dealing  with  expenses  incurred  in 
connection  with  taxes). 

"SEC.  9Si.  OTHER  DEFISITIOSS  ASD  SPECIAL  RILES. 

"(a)  QvAUFiED  Business  Unit.— For  pur- 
poses of  this  subpart,  the  term  'qualified 
business  unit'  means  any  separate  and 
clearly  identified  unit  of  a  trade  or  business 
of  a  taxpayer  which  maintains  separate 
books  and  records. 

"(b)  Appropriate  Exchange  Rate.— Except 
as  provided  in  regulations,  for  purposes  of 
this  subpart,  the  term  'appropriate  exchange 
rate'  means— 

"(1)  in  the  case  of  an  actual  distribution 
of  earnings  and  profits,  the  spot  rate  on  the 
date  such  distribution  is  included  in 
income, 

"(2)  in  the  case  of  an  actual  or  deemed 
sale  or  exchange  of  stock  in  a  foreign  corpo- 
ration treated  as  a  dividend  under  section 
1248,  the  spot  rate  on  the  date  the  deemed 
dividend  is  included  in  income, 

"(3)  in  the  case  of  any  amounts  included 
in  income  under  section  951(a),  551(a),  or 
1293(a),  the  weighted  average  exchange  rate 
for  the  taxable  year  of  the  foreign  corpora- 
tion, or 

"(4)  in  the  case  of  any  other  qualified  busi- 
ness unit  of  a  taxpayer,  the  weighted  aver- 
age exchange  rate  for  the  taxable  year  of 
such  qualified  business  unit 

"(c)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  subpart,  including  regula- 
tions— 

"(1)  setting  forth  procedures  to  be  followed 
by  taxpayers  with  qualified  btisiness  units 
using  a  net  worth  method  of  accounting 
before  the  enactment  of  this  subpart 

"(2)  limiting  the  recognition  of  foreign 
currency  loss  on  certain  remittances  from 
qualified  business  units, 

"(3)  providing  for  the  recharacterisation 
of  interest  and  principal  payments  with  re- 
spect to  obligations  denominated  in  certain 
hyperinflationary  currencies, 

"(4)  providing  for  alternative  adjustments 
to  the  application  of  section  905(c),  and 

"(5)  providing  for  the  appropriate  treat- 
ment of  related  party  transactions  (includ- 
ing transactions  between  qualified  business 
units  of  the  same  taxpayer). " 

(b)  Appucation  of  Section  1092  to  For- 
eign Currency.— Section  1092(d)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  paragraph: 

"(7)  Special  rules  for  foreign  curren- 
cy.— 

"(A)  Position  to  include  interest  in  cer- 
tain DEBT.— For  purposes  of  paragraph  (2), 
an  obligor's  interest  in  a  nonfunctional  cur- 
rency denominated  debt  obligation  is  treat- 
ed as  a  position  in  the  nonfunctional  cur- 
rency. 


"(B)  Actively  traded  requirement.— For 
purposes  of  paragraph  (1),  foreign  currency 
for  which  there  is  an  active  interbank 
market  is  presumed  to  be  actively  traded. " 

(c)  Repeal  of  Special  Treatment  of  Banks 
for  Hedging  Exception.— Subsection  (el  of 
section  1256  (relating  to  mark  to  market  not 
to  apply  to  hedging  transactions)  is  amend- 
ed by  striking  out  paragraph  (4)  and  by  re- 
designating paragraph  (51  as  paragraph  (4). 

(d)  Clerical  Amendment.— The  table  of 
subparts  for  part  III  of  subchapter  N  of 
chapter  1  is  amended  by  adding  at  the  end 
thereof  the  following  new  item: 

"Subpart  J.  Foreign  currency  transactions. " 

(e)  Effective  Date.— 

(1)  In  general.- Except  as  provided  in 
paragraph  (2),  the  amendments  made  by 
this  section  shall  apply  to  taxable  years  be- 
ginning after  December  31,  1986. 

(2)  Special  rules  for  purposes  of  sections 
902  and  seo.-For  purposes  of  applying  sec- 
tions 902  and  960  of  the  Internal  Revenue 
Code  of  1986,  the  amendments  made  by  this 
section  shall  apply  to— 

(A)  earnings  and  profits  of  the  foreign  cor- 
poration for  taxable  years  beginning  after 
December  31,  1986,  and 

(B)  foreign  taxes  paid  or  accrued  by  the 
foreign  corporation  with  respect  to  such 
earnings  and  profits. 

Subtitle  G—Tax  Treatment  of  Possessions 
PART  I—TREATMEST  OF  GV.AM,   AMERICAS 

SAMOA.  ASD  THE  SORTHF.RS  MARIAS  A  IS- 

LASDS 

SEC.  1271.  AITHORITY  OF  (ilA.V,  A.HERICA.\  .SAMOA. 
ASD  THE  SORTHERS  MARIASA  IS- 
LASDS  TO  ESACT REVEM  E  LA  U.S. 

(a)  In  General.— Except  as  provided  in 
subsection  (b),  nothing  in  the  laws  of  the 
United  States  shall  prevent  Guam,  Ameri- 
can Samoa,  or  the  Northern  Mariana  Is- 
lands from  enacting  lax  laws  (which  shall 
apply  in  lieu  of  the  mirror  system)  with  re- 
spect to  income— 

(1)  from  sources  within,  or  effectively  con- 
nected with  the  conduct  of  a  trade  or  busi- 
ness within,  any  such  possession,  or 

(2)  received  or  accrued  by  any  resident  of 
such  possession. 

(b)  Agreements  To  Alleviate  Certain 
Problems  Relating  to  Tax  Administra- 
tion.—Subsection  (a)  shall  apply  to  Guam. 
American  Samoa,  or  the  Northern  Mariana 
Islands  only  if  (and  so  long  as)  an  imple- 
menting agreement  is  in  effect  between  the 
United  States  and  such  possession  with  re- 
spect to— 

(1)  the  elimination  of  double  taxation  in- 
volving taxation  by  such  possession  and 
taxation  by  the  United  States, 

(2)  the  establishment  of  rules  under  which 
the  evasion  or  avoidance  of  United  States 
income  tax  shall  not  be  permitted  or  facili- 
tated by  such  possession, 

(3)  the  exchange  of  information  between 
such  possession  and  the  United  States  for 
purposes  of  tax  administration,  and 

(4)  the  resolution  of  other  problems  aris- 
ing in  connection  with  the  administration 
of  the  tax  laws  of  such  possession  or  the 
United  States. 

Any  such  implementing  agreement  shall  be 
executed  on  behalf  of  the  United  States  by 
the  Secretary  of  the  Treasury  after  consulta- 
tion with  the  Secretary  of  the  Interior. 

(c)  Revenues  Not  To  Decrease.— The  total 
amount  of  the  revenue  received  by  any  pos- 
session referred  to  in  subsection  (a)  pursu- 
ant to  its  tax  laws  during  the  implementa- 
tion year  and  each  of  the  4  fiscal  years 
thereafter  shall  not  be  less  than  the  revenue 


(adjusted  for  inflation)  which  was  received 
by  such  possession  pursuant  to  tax  laws  for 
its  last  fiscal  year  before  the  implementa- 
tion year. 

(d)  Nondiscriminatory  Treatment  Re- 
QUIRED.— Nothing  in  any  tax  law  of  a  posses- 
sion referred  to  in  subsection  (a)  may  dis- 
criminate against  any  United  States  person 
or  any  resident  (corporate  or  otherwise)  of 
any  other  possession. 

(e)  Enforcement.— 

(1)  In  general.— If  the  Secretary  of  the 
Treasury  (after  consultation  with  the  Secre- 
tary of  the  Interior)  determines  that  any 
possession  has  failed  to  comply  with  subsec- 
tion (c)  or  (d),  the  Secretary  of  the  Treasury 
shall  so  notify  the  Governor  of  such  posses- 
sion in  writing.  If  such  possession  does  not 
comply  with  subsection  (c)  or  (d)  (as  the 
case  may  be)  within  90  days  of  such  notifi- 
cation, the  Secretary  of  the  Treasury  shall 
notify  the  Congress  of  such  noncompliance. 
Unless  the  Congress  by  law  provides  other- 
wise, the  mirror  system  of  taxation  shall  be 
reinstated  in  such  possession  and  shall  be  in 
full  force  and  effect  for  taxable  years  begin- 
ning after  such  notification  to  the  Congress. 

(2)  Special  rule  for  revenue  require- 
ments.—If  the  failure  to  comply  with  subsec- 
tion (c)  is  for  good  cause  and  does  not  jeop- 
ardize the  fiscal  integrity  of  the  possession, 
the  Secretary  may  waive  the  requirements  of 
subsection  (c)  for  such  period  as  he  deter- 
mines appropriate. 

(f)  Definitions  and  Special  Rules.— 

(1)  Implementation  year.— For  purposes  of 
this  section,  the  term  ■  "implementation 
year"  means  the  1st  fiscal  year  of  the  posses- 
sion in  which  the  tax  laws  authorized  by 
subsection  (a)  take  effect 

(2)  Mirror  system.— For  purposes  of  this 
section,  the  mirror  system  of  taxation  con- 
sists of  the  provisions  of  law  (in  effect  on 
the  day  before  the  date  of  the  enactment  of 
this  Act)  which  make  the  provisions  of  the 
income  tax  laws  of  the  United  States  (as  in 
effect  from  time  to  time)  in  effect  in  a  pos- 
session of  the  United  States. 

(3)  Special  rule  for  northern  mariana  is- 
lands.— Notwitfistanding  the  provisions  of 
the  last  clause  of  section  601  (al  of  Public 
Law  94-241.  the  Commonwealth  of  the 
Northern  Mariana  Islands  may  elect  to  con- 
tinue its  mirror  system  of  taxation  without 
regard  to  whether  Guam  enacts  tax  laws 
under  the  authority  provided  in  subsection 
(a). 

SEC.  1272.  EXCLISIOS  OF  POSSESSIOS  SOIRCE 
ISCOME  FROM  THE  GROSS  ISCOME  OF 
CERTAIS  ISDIMDCALS 

(a)  In  General.— Section  931  (relating  to 
income  from  sources  within  possessions  of 
the  United  States)  is  amended  to  read  as  fol- 
lows: 

SEC.  931.  ISCOME  FROM  SOCKCES  WITHIS  Ci.AM. 
AMERICAS  SAMOA,  OR  THE  .WRTHERS 
MARIA\A  ISLA\DS 

"(a)  General  Rule.— In  the  case  of  an  in- 
dividual who  is  a  bona  fide  resident  of  a 
specified  possession  during  the  entire  tax- 
able year,  gross  income  shaU  not  include— 

"(1)  income  derived  from  sources  within 
any  specified  possession,  and 

"(2)  income  effectively  connected  with  the 
conduct  of  a  trade  or  business  by  such  indi- 
vidual within  any  specified  possession. 

"(b)  Deductions,  Etc.  Allocable  to  Ex- 
cluded Amounts  Not  Allowable.— An  indi- 
vidual shall  not  be  allowed— 

"(1)  as  a  deduction  from  gross  income  any 
deductions  (other  than  the  deduction  under 
section  151,  relating  to  personal  exemp- 
tions), or 

"(2)  any  credit 
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properly  attoeabU  or  chargeable  against 
amoKftti  excluded  from  gross  income  under 
thisMeetUm. 

"(c)  SPEcmxD  PossxssioN.~For  purposes 
of  this  section,  the  term  'specified  posses- 
tion'  means  Guam,  American  Samoa,  and 
the  Northern  Mariana  Islands. 

"(dJ  SncuL  Rous.— For  purposes  of  this 
section— 

"(II  SmPLOYMSs  or  the  united  states.— 
Amounts  paid  for  services  performed  as  an 
employee  of  the  United  States  (or  any 
agency  thereof)  shall  be  treated  as  not  de- 
scribed in  paragraph  (J)  or  (2)  of  subsection 
(a). 

"(2)  DETUtMaiunoN  or  source,  etc.— The 
determination  as  to  whether  income  is  de- 
aeribed  in  paragraph  (1)  or  (2)  of  subsection 
(a)  shaU  be  made  under  regulations  pre- 
scribed by  the  Secretary. 

"(3)     DETERMlNATtON     Or     RESIDENCY.— For 

purposes  of  this  section  and  section  876,  the 
determination  of  whether  an  individual  is  a 
bona  fide  resident  of  Guam,  American 
Samoa,  or  the  Northern  Mariana  Islands 
shall  be  made  under  regulations  prescribed 
by  the  Secretary. " 

(bl  Exemption  From  WmmoLDiNO  Tax; 
Tax  Imposed  by  Section  J.— Section  876  (re- 
lating to  alien  residents  of  Puerto  Rico)  is 
amended  to  read  as  follows: 

"SEC  ST$.  AUBN  RSSIDENTS  OP  Pl'EKTO  RICO. 
GVAM,  AMERICAN  SAMOA.  OR  THE 
NORTHERN  MARIANA  ISLANDS. 

"(a)  General  RuLE.—T7iis  subpart  shall 
not  apply  to  any  alien  individual  who  is  a 
bona  fide  resident  of  Puerto  Rico.  Guam, 
American  Samoa,  or  the  Northern  Mariana 
Islands  during  the  entire  taxable  year  and 
such  alien  shall  be  subject  to  the  tax  im- 
posed by  section  1. 

"(b)  Cross  Reperences.- 

"Ftr  f.relMtmii  frtm  yrns  ijteome  of  income  de- 
rietd  from  mmrtet  witkut — 
"(l)  Gmmi,  Ameriemn  Smmioa,  mud  the  Northern 

Mmriana  Itlamda, 
•ce  tetiom  $31,  mmd 
yt)  Paerto  lUeo,  tee  teetiom  $3X  " 

(c)  Exemption  From  Wage  WmmoLDiNO 
roR  Certain  Services  Perpormed  in  Posses- 
sions.—Paragraph  (8)  of  section  3401(a)  (de- 
fining wages)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subparagraph: 

"(D)  for  services  for  the  United  States  (or 
any  agency  thereof)  performed  by  a  citizen 
of  the  United  Slates  within  a  possession  of 
the  United  States  to  the  extent  the  United 
States  (or  such  agency)  vrithholds  taxes  on 
such  remuneration  pursuant  to  an  agree- 
ment with  such  possession;  or". 

(d)  Technical  and  Conpormung  Amend- 
ments.— 

(1)  Section  932  (relating  to  citigens  of  pos- 
sessions of  the  United  States)  is  hereby  re- 
pealed. 

(2)  Section  93S  (relating  to  coordination 
of  United  States  and  Guam  individual 
income  taxes)  is  hereby  repealed. 

(3)  Paragraphs  (1)  and  (2)  of  section  933 
are  each  amended  &»  inserting  ",  or  any 
credit," before  "properly". 

(4)  Subparagraph  (C)  of  section  32(c)(1)  is 
amended  to  read  as  follows: 

"(C)  Individual  who  claims  beneptts  op 

SECTION    sit    not    EUGIBLE    INDIVIDUAL.— The 

term  'eligible  individual'  does  not  include 
an  individual  who,  for  the  taxable  year, 
^aims  the  benefits  of  section  911  (relating 
to  citizens  or  residents  of  the  United  States 
Uxnng  abroad). " 

(5)  Clause  (vii)  of  section  48(a)(2)(B)  u 
amended  by  striking  out  "932, ". 

(S)  Paragraph  (6)  of  section  63(c)  (relating 
to  certain  individuals,  etc,  not  eligible  for 
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standard  deduction),  as  amended  by  title  I 
of  this  Act,  is  amended  by  strilcing  out  sub- 
paragraph (C)  and  by  redesignating  sub- 
paragrap/is  (D)  and  (E)  as  subparagraphs 
(C)  and  (D).  respectively. 

(7)  Section  1S3  is  amended  by  striking  out 
paragraph  (4)  and  by  redesignating  para- 
graph (5)  as  paragraph  (4). 

(8)  Paragraph  (8)  of  section  1402(a)  is 
amended  by  striking  out  "and  section  931 
(relating  to  income  from  sources  toithin  pos- 
sessioTU  of  the  United  States)"  and  by  in- 
serting "and"  after  "of  the  employer), ". 

(9)  Paragraph  (9)  of  section  1402(a)  is 
amended  to  read  as  follows: 

"(9)  the  exclusion  from  gross  income  pro- 
vided by  section  931  shall  not  apply;". 

(10)  Clause  (Hi)  of  section  6091(b)(1)(B)  is 
amended  by  striking  out  "possessions  of  the 
United  States"  and  inserting  in  lieu  thereof 
"Guam,  American  SamotL,  or  the  Northern 
Mariana  Islands". 

(11)  Subsection  (b)  of  section  765 S  is 
amended  by  redesignating  paragraphs  (1) 
and  (2)  as  paragraphs  (2)  and  (3),  respec- 
tively, and  by  inserting  before  paragraph 
(2).  as  so  redesignated,  the  following  new 
paragraph: 

"(1)  Section  931,  relating  to  income  tax  on 
residents  of  Guam,  American  Samoa,  or  the 
Northern  Mariana  Islands;". 

(12)  The  table  of  sections  for  subpart  D  of 
part  III  of  subchapter  N  of  chapter  1  is 
amended  by  striking  out  the  items  relating 
to  sections  932  and  935  and  by  striking  out 
the  item  relating  to  section  931  and  insert- 
ing in  lieu  thereof  the  following: 

"Sec  931.  Income  from  sources  within 
(Juam,  American  Samoa,  or  the 
Northern  Mariana  Islands. " 

(13)  The  table  of  sections  for  subpart  A  of 
part  II  of  subchapter  N  of  chapter  1  is 
amended  by  striking  out  the  item  relating  to 
section  876  and  inserting  in  lieu  thereof  the 
following: 

"Sec  876.  Alien  residents  of  Puerto  Rico, 
Guam,  American  Samoa,  or  the 
Northern  Mariana  Islands. " 

SEC.  I27i.  TREATMENT  OF  CORPORATIONS  ORGA- 
NIZED IN  GVAM.  AMERICAN  SAMOA,  OR 
THE  NORTHERN  MARIANA  ISLANDS. 

(a)  Treatment  Under  Subpart  F.—SiAsec- 
tion  (c)  of  section  957  (relating  to  contnMed 
foreign  corporations;  United  States  per- 
sons), as  amended  by  section  1224,  is  amend- 
ed by  adding  "and"  at  the  end  of  paragraph 
(1)  and  by  striking  out  paragraphs  (2)  and 
(3)  and  inserting  in  lieu  thereof  the  follow- 
ing new  paragraph: 

"(2)  with  respect  to  a  corporation  orga- 
nized under  the  laws  of  Guam,  American 
Samoa,  or  the  Northern  Mariana  Islands— 

"(A)  80  percent  or  more  of  Uie  gross 
income  of  which  for  the  3-year  period 
ending  at  the  close  of  the  taxable  year  (or  for 
such  part  of  such  period  as  such  corporation 
or  any  predecessor  has  been  in  existence) 
was  derived  from  sources  unthin  such  a  pos- 
session or  was  effectively  connected  with  the 
conduct  of  a  trade  or  business  in  such  a  pos- 
session, and 

"(B)  SO  percent  or  more  of  the  gross 
income  of  which  for  such  period  (or  part) 
was  derived  from  the  conduct  of  an  active 
trade  or  business  within  such  a  possession, 
such  term  does  not  include  an  individual 
who  is  a  bona  fide  resident  of  Guam,  Ameri- 
can Samoa,  or  the  Northern  Mariana  Is- 
lands. 

For  purposes  of  subparagraphs  (A)  and  (B) 
of  paragraph  (2),  the  determination  as  to 
whether  income  was  derived  from  sources 


within  a  possession,  was  effectively  connect- 
ed with  the  conduct  of  a  trade  or  business 
iDithin  a  possession,  or  derived  from  the 
active  conduct  of  a  trade  or  business  within 
a  possession  shall  be  made  under  regula- 
tions prescribed  by  the  Secretary. " 
(b)  Exemption  From  Withholdino.— 

(1)  In  general.— Subsection  (b)  of  section 
881  (relating  to  exception  for  certain  Guam 
and  Virgin  Islands  corporations)  is  amend- 
ed by  strilcing  out  paragraphs  (1)  and  (2) 
and  inserting  in  lieu  thereof  the  following: 

"(1)  In  general.— For  purposes  of  this  sec- 
tion and  section  884,  a  corporation  created 
or  organized  in  Gtuim,  American  Samoa, 
the  Northern  Mariana  Islands,  or  the  Virgin 
Islands  or  under  the  law  of  ony  such  posses- 
sion shall  not  be  treated  as  a  foreign  corpo- 
ration for  any  taxable  year  if- 

"(A)  at  all  times  during  such  taxable  year 
less  than  25  percent  in  value  of  the  stock  of 
such  corporation  is  beneficially  owtied  (di- 
rectly or  indirectly)  by  foreign  persons, 

"(B)  at  least  65  percent  of  the  gross 
income  of  such  corporation  is  shown  to  the 
satisfaction  of  the  Secretary  to  be  effectively 
connected  with  the  conduct  of  a  trade  or 
business  in  such  a  possession  or  the  United 
States  for  the  3-year  period  ending  with  the 
close  of  the  taxable  year  of  such  corporation 
(or  for  such  part  of  such  period  as  the  corpo- 
ration or  any  predecessor  has  been  in 
existence),  and 

"(C)  no  substantial  part  of  the  income  of 
such  corporation  is  used  (directly  or  indi- 
rectly) to  satisfy  obligations  to  persons  who 
are  not  bona  fide  residents  of  such  a  posses- 
sion or  the  United  States. " 

(2)  Technical  amendments.— 

(A)  Subsection  (b)  of  section  881  is  amend- 
ed by  redesignating  paragraph  (3)  as  para- 
graph (2)  and  by  striking  out  paragraph  (4). 

(B)  Subsection  (c)  of  section  1442  is 
amended  to  read  as  follows: 

"(c)  Exception  por  Certain  Possessions 
Corporations.— For  purposes  of  this  section, 
the  term  'foreign  corporation'  does  not  in- 
clude a  corporation  created  or  organized  in 
Guam,  American  Samoa,  the  Northern  Mari- 
ana Islands,  or  the  Virgin  Islands  or  under 
the  law  of  any  stich  possession  if  the  require- 
ments  of  subparagraphs  (A),  (B),  and  (C)  of 
section  881(b)(1)  are  met  with  respect  to 
such  corpomtion." 

PAKT II—1KBA  TMENT  OF  THE  VIRGIN 
ISLANDS 

ssc  njt  cooMaauaHMt  of  united  states  and 
vmam  fluids  income  taxes. 

(a)  In  GaiMaju.—SMbpart  D  of  part  III  of 
subchapter  N  ofiAapter  1  is  amended  by  in- 
serting ajter  section  931  the  following  new 
section: 

-SEC.  Ut  coordination  OF  UNITED  STATES  AND 
VIRGIN  ISLANDS  INCOME  TAXES. 

"(a)  Treatment  op  Unpted  States  Resi- 
dents.- 

"(1)  Appucation  op  subsection.— This  sub- 
section shall  apply  to  an  individual  for  the 
taxable  year  if— 

"(A)  such  individual— 

"(i)  is  a  citizen  or  resident  of  the  United 
States  (other  than  a  bona  fide  resident  of  the 
Virgin  Islands  at  the  close  of  the  taxable 
year),  and 

"(ii)  has  income  derived  from  sources 
urithin  the  Virgin  Islands,  or  effectively  con- 
nected with  the  conduct  of  a  trade  or  busi- 
ness within  such  possession,  for  the  taxable 
year,  or 

"(B)  such  individual  files  a  joint  return 
for  the  taxable  year  unth  an  iridividtuU  de- 
scribed in  subparagraph  (A). 
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"(2)  FtuNO  REQUIREMENT.— Each  individ- 
ual to  whom  this  subsection  applies  for  the 
taxable  year  shall  file  his  income  tax  return 
for  the  taxable  year  with  both  the  United 
States  and  the  Virgin  Islands. 

"(3J  Extent  of  income  tax  UABiurr.—In 
the  case  of  an  individual  to  whom  this  suth 
section  applies  in  a  taxable  year  for  pur- 
poses of  so  much  of  this  title  (other  than  this 
section  and  section  76S4)  as  relates  to  the 
taxes  imposed  by  this  chapter,  the  United 
States  shall  be  treated  as  including  the 
Virgin  Islands. 

"(b)  Portion  of  United  States  Tax  Liabil- 
ity Payable  to  the  Virgin  Islands.— 

"(1)  In  QENERAU-Each  individual  to 
whom  subsection  (a)  applies  for  the  taxable 
year  shall  pay  the  applicable  percentage  of 
the  taxes  imposed  by  this  chapter  for  such 
taxable  year  (determined  without  regard  to 
paragraph  (3/J  to  the  Virgin  Islands. 
"(2)  Appucable  percentaoe.- 
"(A)  In  OENERAL.—For  purposes  of  para- 
graph (1),  the  term  'applicable  percentage' 
means  the  percentage  which  Virgin  Islaruis 
adjusted  gross  income  bears  to  adjusted 
gross  income. 

"(B>  Virgin  islands  adjusted  gross 
INCOME.— For  purposes  of  subparagraph  (A), 
the  term  'Virgin  Islands  adjusted  gross 
income'  means  adjusted  gross  income  deter- 
mined by  taking  into  account  only  income 
derived  from  sources  within  the  Virgin  Is- 
lands and  deductions  properly  apportioned 
or  allocable  thereto. 

"(3)  Amounts  paid  allowed  as  credit.— 
There  shaU  be  allowed  as  a  credit  agaiTist 
the  tax  imposed  by  this  chapter  for  the  tax- 
able year  an  amount  equal  to  the  taxes  re- 
quired to  be  paid  to  the  Virgin  Islands  under 
paragraph  (1)  which  are  so  paid. 

"(c)  Treatment  of  Virgin  Islands  Resi- 
dents.— 

"(1)  Application  op  subsection.— This  sub- 
section shall  apply  to  an  individual  for  the 
taxable  year  if— 

"(A)  such  individual  is  a  bona  fide  resi- 
dent of  the  Virgin  Islands  at  the  close  of  the 
taxable  year,  or 

"(B)  such  individual  files  a  joint  return 
for  the  taxable  year  unth  an  individual  de- 
scrH>ed  in  subparagraph  (A). 

"(2)  Fiung  requirement.— Each  individ- 
ual to  whom  this  subsection  applies  for  the 
.  taxable  year  shall  file  his  income  tax  return 
for  the  taxable  year  loith  the  Virgin  Islands. 
"(3)  Extent  of  income  tax  UABiUTY.—In 
the  case  of  an  individual  to  whom  this  sub- 
section applies  in  a  taxable  year  for  pur- 
poses of  so  much  of  this  title  (other  than  this 
section  and  section  76S4)  as  relates  to  the 
taxes  imposed  by  this  chapter,  the  Virgin  Is- 
laTids  shall  be  treated  as  including  the 
United  States. 

"(4)  Residents  of  the  virgin  islands.— In 
the  case  of  an  individual  who  is  a  bona  fide 
resident  of  the  Virgin  Islands  at  the  close  of 
the  taxable  year  and  who,  on  his  return  of 
income  tax  to  the  Virgin  Islands,  reports 
income  from  all  sources  and  identifies  the 
source  of  each  item  shown  on  such  return, 
for  purposes  of  calculating  income  tax  li- 
ability to  the  United  States  gross  incoTne 
shall  not  include  any  amount  included  in 
gross  income  on  such  return. 

"(d)  Special  Rule  for  Joint  Returns.— In 
the  case  of  a  joint  return,  this  section  shall 
be  applied  on  the  basis  of  the  residence  of 
the  spouse  who  has  the  greater  adjusted 
gross  income  (determined  without  regard  to 
community  property  laws)  for  the  taxable 
year. 

"(e)  Section  Not  To  Apply  to  Tax  Imposed 
IN  Virgin  Islands.— This  section  shall  not 


apply  for  purposes  of  determining  income 
tax  liatfility  incurred  to  the  Virgin  Islands. " 

(b)  Authority  To  Impose  Nondiscrimina- 
tory Local  Income  Taxes.— Nothing  in  any 
provision  of  Federal  law  shaU  prevent  the 
Virgin  Islands  from  imposing  on  any  person 
nondiscriminatory  local  income  taxes.  Any 
taxes  so  imposed  shall  be  treated  in  the  same 
manner  as  State  and  local  income  taxes 
under  section  164  of  the  Internal  Revenue 
Code  of  19S4  and  shall  not  be  treated  as 
taxes  to  which  section  901  of  such  Code  ap- 
plies. 

(c)  Regulations  on  Appucation  of  Mirror 
System.— The  Secretary  of  the  Treasury  or 
his  delegate  shall  prescribe  such  regulations 
as  may  be  necessary  or  appropriate  for  ap- 
plying this  title  for  purposes  of  determining 
tax  liability  incurred  to  the  Virgin  Islands. 

(d)  Clerical  Amendment.— The  table  of  sec- 
tions for  such  subpart  D  is  amended  by  in- 
serting after  the  item  relating  to  section  931 
the  following  new  item: 

"Sec  932.  Coordination  of  United  States 
and  Virgin  Islands  income 
taxes. " 

SEC    K7i.     virgin    ISLANDS    CORPORATIONS    AL- 
LOWED possession  tax  credit. 

(a)  Possession  Tax  Credit  Allowed.— 

(1)  In  aENERAL.—Paragraph  (1)  of  section 
936(d)  (defining  possession)  is  amended  by 
striking  out  ",  but  does  not  include  the 
Virgin  Islands  of  the  United  States"  and  in- 
serting in  lieu  thereof  "and  the  Virgin  Is- 
lands". 

(2)  Conforming  amendments.— 

(A)  Section  934  is  amended  by  striking  out 
subsections  (p)  and  (f). 

(B)  Subsection  (e)  of  section  246  is  amend- 
ed by  striking  out  "or  934(e)(3)". 

(b)  Clarification  of  Treatment  of  Virgin 
Islands  Inhabitants.— Subparagraph  (B)  of 
section  7651(5)  (relating  to  the  Virgin  Is- 
lands) is  amended  to  read  as  follows: 

"(B)  For  purposes  of  this  title,  section 
28(a)  of  the  Revised  Organic  Act  of  the 
Virgin  Islands  shaU  be  effective  as  if  such 
section  28(a)  had  been  enacted  before  the  en- 
actment of  this  title  and  such  section  28(a) 
shall  have  no  effect  on  the  amount  of 
income  tax  liability  required  to  be  paid  by 
any  person  to  the  United  States. " 

(c)  Technical  and  Conforming  Amend- 
ments.— 

(1)  Subsection  93^  is  amended  by  striking 
out  subsections  (b),  (c),  and  (d). 

(2)(A)  Subsection  (a)  of  section  934  is 
amended  by  striking  out  "or  (c)  or  in  section 
934A". 

(B)  Section  934,  as  amended  by  paragraph 
(1),  is  amended  by  inserting  after  subsection 
(a)  the  following  new  subsectiOTL' 

"(b)  Reductions  Permitted  With  Respect 
to  Certain  Income.— 

"(1)  In  general.— Except  as  provided  in 
paragraph  (2),  subsection  (a)  shall  not  apply 
unth  respect  to  so  much  of  the  tax  liability 
referred  to  in  subsection  (a)  as  is  attributa- 
ble to  income  derived  from  sources  within 
the  Virgin  Islands  or  income  effectively  con- 
nected with  the  conduct  of  a  trade  or  busi- 
ness within  the  Virgin  Islands. 

"(2)  Exception  for  uabiuty  paid  by  citi- 
zens OR  RESIDENTS  OF  THE  UNITED  STATES.— 

Paragraph  (1)  shall  not  apply  to  any  liabil- 
ity payable  to  the  Virgin  Islands  under  sec- 
tion 932(b). 
"(3)  Special  rule  for  NON-UNrrsD  states 

INCOME  OF  CERTAIN  FOREIGN  CORPORATIONS.— 

"(A)  In  general.— In  the  case  of  a  qualified 
foreign  corporation,  subsection  (a)  shall  not 
apply  with  respect  to  so  much  of  the  tax  li- 
ability referred  to  in  subsection  (a)  as  is  at- 


tributable to  income  which  is  derived  from 
sources  outside  the  United  States  and  which 
is  not  effectively  connected  with  the  conduct 
of  a  trade  or  business  within  the  United 
States. 

"(B)  QUAUFIED  FOREIGN  CORPORATION.— For 

purposes  of  subparagraph  (A),  the  term 
'qualified  foreign  corporation'  means  any 
foreign  corporation  if  less  than  10  percent 
of- 

"(i)  the  total  voting  power  of  the  stock  of 
such  corporation,  and 

"(ii)  the  total  value  of  the  stock  of  such 
corporation, 

is  oumed  or  treated  as  owned  (within  the 
meaning  of  section  958)  by  1  or  more  United 
States  persons. 

"(4)  Determination  of  income  source, 
ETC.— The  determination  as  to  whether 
income  is  derived  from  sources  within  the 
Virgin  Islands  or  the  United  Stales  or  is  ef- 
fectively connected  unth  the  condtict  of  a 
trade  or  business  within  the  Virgin  Islands 
or  the  United  States  shaU  be  made  under 
regulations  prescribed  by  the  Secretary. " 

(3)  Section  934A  (relating  to  income  tax 
rates  on  Virgin  Islands  source  income)  is 
hereby  repealed. 

(4)  Subparagraph  (B)  of  section  28(d)(3)  is 
amended  to  read  as  follows: 

"(B)  Special  umitation  for  corporations 

TO     WHICH    SECTION    93t    APPUES.—NO    Credit 

ShaU  be  allowed  under  this  section  with  re- 
spect to  any  clinical  testing  conducted  by  a 
corporation  to  which  an  election  under  sec- 
tion 936  applies. " 

(5)  Clause  (vii)  of  section  48(a)(2)(B)  is 
amended  by  striking  out  "or  which  is  enti- 
tled to  the  benefits  of  section  934(b)"  and  by 
striking  out  ",  933,  or  934(c)"  and  inserting 
in  lieu  thereof  "or  933". 

(6)  Clause  (i)  of  section  338(h)(6)(B)  is 
amended  by  striking  out  "a  corporation  de- 
scrH>ed  in  section  934(b), ". 

(7)  Subparagraph  (B)  of  section  864(d)(S) 
is  amended  to  read  as  foUows: 

"(B)  Special  rules  for  possessions.— An 
amount  treated  as  interest  under  paragraph 
(1)  shall  not  be  treated  as  income  described 
in  subparagraph  (A)  or  (B)  of  section 
936(a)(1)  unless  such  amount  is  from 
sources  within  a  possession  of  the  United 
States  (determined  after  the  application  of 
paragraph  (1))." 

(8)  The  table  of  sections  for  subpart  D  of 
part  III  of  subchapter  N  of  chapter  1  is 
amended  by  striking  out  the  item  relating  to 
section  934A. 

PART  m— COVER  OVER  OF  INCOME  TAXES 
SEC.  I27t.  COVER  OVER  OF  INCOME  TAXES. 

(a)  In  General.— Section  7654  (relating  to 
coordination  of  United  States  and  Guam  in- 
dividual income  taxes)  is  amended  to  read 
as  follows: 

-SEC.  7SS4.  coordination  OF  UNITED  STATES  AND 
CERTAIN  POSSESSION  INDIVIDVAL 
INCOME  TAXES 

"(a)  General  Rule.— The  net  collection  of 
taxes  imposed  by  chapter  1  for  each  taxable 
year  with  respect  to  an  individiuU  to  which 
section  931  or  932(c)  applies  shall  be  covered 
into  the  Treasury  of  the  specified  possession 
of  which  such  individual  is  a  bona  fide  resi- 
dent 

"(b)  Definition  and  Special  Rule.— For 
purposes  of  this  section— 

"(1)  Net  COLLECTIONS.— In  determining  net 
collections  for  a  taxable  year,  an  appropri- 
ate adjustment  shall  be  made  for  credits  al- 
lowed against  the  tax  liability  and  refunds 
made  of  income  taxes  for  the  taxable  year. 

"(2)  Specified  possession.— The  term  'spec- 
ified possession'  means   Guam,   American 
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Samoa,  the  Northern  Mariana  Islands,  and 
the  Virgin  Islands. 

"Ic)  Transfers.— The  transfers  of  funds  be- 
txoeen  the  United  States  and  any  specified 
possession  required  by  this  section  shall  be 
made  not  less  frequently  than  annually. 

"(d)  Federal  Personnel.— In  addition  to 
the  amount  determined  under  subsection 
(a),  the  United  States  shall  pay  to  each  spec- 
ified possession  at  such  times  and  in  such 
manner  as  determined  by  the  Secretary— 

"(1)  the  amount  of  the  taxes  deducted  and 
VDithheld  by  the  United  States  under  chapter 
24  with  respect  to  compensation  paid  to 
members  of  the  Armed  Forces  who  are  sta- 
tioned in  such  possession  but  who  have  no 
income  tax  liatrility  to  such  possession  with 
respect  to  such  compensation  by  reason  of 
the  Soldiers'  and  Sailors'  Civil  Relief  Act  ISO 
App.  U.S.C.  SOI  et  seq.).  and 

"12)  the  amount  of  the  taxes  deducted  and 
withheld  under  chapter  24  with  respect  to 
amounts  paid  for  services  performed  as  an 
employee  of  the  United  States  'or  any 
agency  thereof)  in  a  specified  possession 
vrith  respect  to  an  individual  unless  section 
931  or  932(c)  applies. 

"(e)  Regulations.— The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary to  carry  out  the  provisions  of  this  sec- 
tion and  sections  931  and  932.  including 
regulations  prohilriting  the  rebate  of  taxes 
covered  over  which  are  allocable  to  United 
States  source  income  and  prescribing  the  in- 
formation which  the  individuals  to  whom 
such  sections  may  apply  shall  furnish  to  the 
Secretary. " 

(b)  Clerical  Amendment— The  table  of  sec- 
tions for  subchapter  D  of  chapter  78  is 
amended  by  striking  out  the  item  relating  to 
section  76S4  and  inserting  in  lieu  thereof  the 
following: 

"Sec.   76S4.  Coordination  of  United  States 
and  certain  possession  individ- 
ual income  taxes. " 
PART  IV— EFFECTIVE  DA  TE 

SEC.  1277.  EFFECTIVE  DATE. 

(a)  In  General.— Except  as  otherwise  pro- 
vided in  this  section,  the  amendments  made 
by  this  subtitle  shall  apply  to  taxable  years 
beginning  after  December  31.  1986. 

(b)  Special  Rule  for  Guam,  American 
Samoa,  and  the  Northern  Mariana  Is- 
lands.—The  amendments  made  by  this  sub- 
title shall  apply  with  respect  to  Guam, 
American  Samoa,  or  the  Northern  Mariana 
Islands  (and  to  residents  thereof  and  corpo- 
rations created  or  organized  tfierein)  only  if 
(and  so  long  as)  an  implementing  agreement 
under  section  1271  is  in  effect  between  the 
United  States  and  such  possession. 

(c)  Special  Rules  for  the  Virgin  Is- 
lands.— 

(1)  In  OENERAL.—The  amendments  made  by 
section  127S(c)  shall  apply  tenth  respect  to 
the  Virgin  Islands  (and  residents  thereof 
and  corporations  created  or  organized  there- 
in) only  if  (and  so  long  as)  an  implementing 
agreement  is  in  effect  between  the  United 
States  and  the  Virgin  Islands  xoith  respect  to 
the  establishment  of  rules  under  which  the 
evasion  or  avoidance  of  United  States 
income  tax  shall  not  6e  permitted  or  facili- 
tated 6»  such  possessioiu  Any  such  imple- 
menting agreement  shall  be  executed  on 
behalf  of  the  United  States  by  the  Secretary 
of  the  Treasury,  after  consultation  unth  the 
Secretary  of  the  Interior. 

(2)  Section  tzmbi.- 

(A)  In  aEHEKAL.—The  amendment  made  by 
section  1275(b)  shall  apply  unth  respect  to— 

(i)  ony  taxable  year  beginning  after  De- 
cember 31,  19S6,  and 
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(ii)  any  pre-1987  open  year. 

(B)  Special  rules.— In  the  case  of  any  pre- 
1987  open  year— 

(i)  the  amendment  made  by  section 
127S(b)  shall  not  apply  to  income  from 
sources  in  the  Virgin  Islands  or  income  ef- 
fectively connected  with  the  conduct  of  a 
trade  or  business  in  the  Virgin  Islands,  and 

(ii)  the  taxpayer  shall  be  allowed  a 
credit— 

(I)  against  any  additional  tax  imposed  by 
subtitle  A  of  the  Internal  Revenue  Code  of 
19S4  (by  reason  of  the  amendment  made  by 
section  127S(bH  on  income  not  described  in 
clause  (i)  and  from  sources  in  the  United 
States, 

(II)  for  any  tax  paid  to  the  Virgin  Islands 
before  the  date  of  the  enactment  of  this  Act 
and  attributable  to  such  income. 

For  purposes  of  clause  (ii)(II),  any  tax  paid 
before  January  1,  1987,  pursuant  to  a  proc- 
ess in  effect  before  August  16,  1986,  shall  be 
treated  as  paid  before  the  date  of  the  enact- 
ment of  this  Act 

(C)  PRE-I9S7  OPEN  YEAR.— For  purposes  of 
this  paragraph,  the  term  "pre-1987  open 
year"  means  any  taxable  year  beginning 
before  January  1.  1987,  if  on  the  date  of  the 
enactment  of  this  Act  the  assessment  of  a  de- 
ficiency of  income  tax  for  such  taxable  year 
is  not  barred  by  any  law  or  rule  of  law. 

(D)  Exception— In  the  case  of  any  pre- 
1987  open  year,  the  amendment  made  by  sec- 
tion 127S(b)  shall  not  apply  to  any  domestic 
corporation  if— 

(i)  during  the  fiscal  year  which  ended  May 
31.  1986,  such  corporation  was  actively  en- 
gaged directly  or  through  a  subsidiary  in  the 
conduct  of  a  trade  or  business  in  the  Virgin 
Islands  and  such  trade  or  business  consists 
of  business  related  to  marine  activities,  and 

(ii)  such  corporation  was  incorporated  on 
March  31,  1983,  in  Delaware. 

(E)  Exception  for  certain  transactions.— 
(i)  In  general.— In  the  case  of  any  pre- 
1987  open  year,  the  amendment  made  by  sec- 
tion 1275(b)  shall  not  apply  to  any  income 
derived  from  transactions  descrit>ed  in 
claiise  (ii)  by  1  or  more  corporations  which 
were  formed  in  Delaware  on  or  about  March 
6.  1981,  and  which  have  owned  1  or  more 
office  buildings  in  St.  Thomas,  United 
States  Virgin  Islands,  for  at  least  5  years 
before  the  date  of  the  enactment  of  this  Act 

(ii)  Description  of  transactions.— TTie 
transactions  described  in  this  clause  are— 

(I)  the  redemptions  of  limited  partnership 
interests  for  cash  and  property  described  in 
an  agreement  (as  amended)  dated  March  12, 
1981, 

(II)  the  subsequent  disposition  of  the  prop- 
erties distributed  in  such  redemptions,  and 

(III)  interest  earned  l>efore  January  1, 
1987,  on  tmnk  deposits  of  proceeds  received 
from  such  redemptions  to  the  extent  such  de- 
posits are  located  in  the  United  States 
Virgin  Islands. 

(Hi)  Limitation.— The  aggregate  reduction 
in  tax  by  reason  of  this  subparagraph  shall 
not  exceed  $8,312,000.  If  the  taxes  which 
would  be  payable  as  the  result  of  the  appli- 
cation of  the  amendment  made  try  section 
1275(b)  to  pre-1987  open  years  exceeds  the 
limitation  of  the  preceding  sentence,  such 
excess  shall  be  treated  as  attributable  to 
income  received  in  taxable  years  in  reverse 
chronological  order. 

(d)  Report  on  Implementing  Agree- 
MENTS.—If,  during  the  1-year  period  tiegin- 
ning  on  the  date  of  the  enactment  of  this 
Act,  any  implementing  agreement  descrit)ed 
in  subsection  (b)  or  (c)  is  not  executed,  the 
Secretary  of  the  Treasury  or  his  delegate 
shall  report  to  the  Committee  on  Finance  of 


the  United  States  Senate,  the  Committee  on 
Ways  and  Means,  and  the  Committee  on  In- 
terior and  Insular  Affairs  of  the  House  of 
Representatives  with  respect  to— 

(1)  the  status  of  such  negotiations,  and 

(2)  the  reason  why  such  agreement  has  not 
been  executed. 

(e)  Treatment  of  Certain  United  States 
Persons.— Except  as  otherwise  provided  in 
regulations  prescribed  by  the  Secretary  of 
the  Treasury  or  his  delegate,  if  a  United 
States  person  becomes  a  resident  of  Guam, 
American  Samoa,  or  the  Northern  Mariana 
Islands,  the  rules  of  section  877(c)  of  the  In- 
ternal Revenue  Code  of  1954  shall  apply  to 
such  person  during  the  10-year  period  t>egin- 
ning  when  such  person  became  such  a  resi- 
dent The  preceding  sentence  shall  apply  to 
dispositions  after  December  31,  1985,  in  tax- 
able years  ending  after  such  date. 

TITLE  XIII-TAX-EXEMPT  BONDS 
Subtitle  A— Amendments  of  Internal 
Revenue  Code  of  issi 
SEC.  lui.  sta  te  and  local  bonds. 

(a)  Exclusion  for  Interest  on  Bonds 
Which  Meet  Certain  Requirements.— Sec- 
tion 103  (relating  to  interest  on  certain  gov- 
ernmental obligations)  is  amended  to  read 
as  follows: 

"SEC  103.  interest  ON  STA  TE  AND  LOCAL  BONDS. 

"(a)  Exclusion.— Except  as  provided  in 
subsection  (b),  gross  income  does  not  in- 
clude interest  on  any  State  or  local  bond. 

"(b)  Exceptions.— Subsection  (a)  shall  not 
apply  to— 

"(1)  Private  ACTivrry  bond  which  is  not  a 
QUAUFiED  BOND.— Any  private  activity  bond 
which  is  not  a  qualified  bond  (within  the 
meaning  of  section  141). 

"(2)  Arbitrage  bond.— Any  arbitrage  tmnd 
(within  the  meaning  of  section  148). 

"(3)  Bond  not  in  registered  form,  etc.— 
Any  bond  unless  such  bond  meets  the  appli- 
cable requirements  of  section  149. 

"(c)  Definitions.— For  purposes  of  this  sec- 
tion and  part  IV— 

"(1)  State  or  local  bond.— The  term  'State 
or  local  l>ond'  means  an  obligation  of  a 
State  or  political  subdivision  thereof 

"(2)  State.— The  term  'State'  includes  the 
District  of  Columbia  and  any  possession  of 
the  United  States. " 

(b)  Tax  Exemption  Requirements  for 
State  and  Vocal  Bonds.— Part  IV  of  sub- 
chapter B  of  Otapter  1  (relating  to  determi- 
nation of  marital  atatus)  is  amended  to  read 
as  follows: 

"PART  IV— TAX  EXEMPTION  REQUIREMENTS 
FOR  STATE  AND  LOCAL  BONDS 

"Subpart  A.  Private  activity  bonds. 

"Subpart  B.  Requirements  applicable  to  all 

State  and  local  bonds. 
"Subpart  C.  Definitions  and  special  rules. 
"Subpart  A— Private  Activity  Bonds 

"Sec.  141.  Private  activity  bond;  qualified 
twnd. 

"Sec.  142.  Exempt  facility  bond. 

"Sec.  143.  Mortgage  revenue  bonds:  quali- 
fied mortgage  bond  and  quali- 
fied veterans'  mortgage  bond. 

"Sec  144.  Qualified  small  issue  Itond;  quali- 
fied student  loan  bond;  quali- 
fied redevelopment  bond. 

"Sec.  145.  Qualified  501(c)(3)  bond. 

"Sec  146.  Volume  cap. 

"Sec.  147.  Other  requirements  applicable  to 
certain  private  activity  bonds. 
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"SEC.    141.    PRIVATE    ACTIVITV   BOSD;    QUALIFIED 
BOND. 

"(a)  Private  Activity  Bond.— For  purposes 
of  this  title,  the  term  'private  activity  bond' 
means  any  bond  issued  as  part  of  an  issue— 

"(II  which  meets— 

"(A)  the  private  business  use  test  of  para- 
graph (1)  of  subsection  (b),  and 

"(B)  the  private  security  or  payment  test 
of  paragraph  (2)  of  subsection  (b),  or 

"(2)  which  meets  the  private  loan  financ- 
ing test  of  subsection  (c). 

"(b)  Private  Business  Tests.— 

"(1)  Private  business  use  test.— Except  as 
otherwise  provided  in  this  subsection,  an 
issue  meets  the  test  of  this  paragraph  if 
more  than  10  percent  of  the  proceeds  of  the 
issxie  are  to  be  used  for  any  private  business 
use. 

"(2)  Private  security  or  payment  test.— 
Except  as  otherwise  provided  in  this  subsec- 
tion, an  issue  meets  the  test  of  this  para- 
graph if  the  payment  of  the  principal  of  or 
the  interest  on,  more  than  10  percent  of  the 
proceeds  of  stich  issue  is  (under  the  terms  of 
sitc/i  issue  or  any  underlying  arrangement) 
directly  or  indirectly— 

"(A)  secured  by  any  interest  in— 

"(i)  property  used  or  to  be  used  for  a  pri- 
vate business  use,  or 

"(ii)  payments  in  respect  of  such  property, 
or 

"(B)  to  be  derived  from  payments  (whether 
or  not  to  the  issuer)  in  respect  of  property, 
or  borrowed  money,  used  or  to  be  used  for  a 
private  business  use. 

"(3)  5  percent  test  for  private  business 
USE  not  related  or  disproportionate  to 

GOVERNMENT  USE  FINANCED  BY  THE  ISSUE.— 

"(A)  In  aENERAL.—An  issue  shall  be  treated 
as  meeting  the  tests  of  paragraphs  (1)  and 
(2)  if  such  tests  would  be  met  if  such  para- 
graphs were  applied— 

"(i)  by  substituting  '5  percent' for  '10  per- 
cent'each  place  it  appears,  and 

"(ii)  by  taking  into  account  only— 

"(I)  the  proceeds  of  the  issue  which  are  to 
6c  xised  for  any  private  business  use  which  is 
not  related  to  any  government  use  of  such 
proceeds, 

"(II)  the  disproportionate  related  business 
use  proceeds  of  the  issue,  and 

"(III)  payments,  property,  and  borrowed 
money  with  respect  to  any  use  of  proceeds 
described  in  subclause  (I)  or  (II). 

"(B)  Disproportionate  related  business 
USE  proceeds.— For  purposes  of  subpara- 
graph (A),  the  disproportionate  related  busi- 
ness use  proceeds  of  an  issue  is  an  amount 
equal  to  the  aggregate  of  the  excesses  (deter- 
mined under  the  following  sentence)  for 
each  private  business  use  of  the  proceeds  of 
an  issue  which  is  related  to  a  government 
use  of  such  proceeds.  The  excess  determined 
under  this  sentence  is  the  excess  of— 

"(i)  the  proceeds  of  the  issue  which  are  to 
be  used  for  the  private  business  use  over 

"(ii)  the  proceeds  of  the  issue  which  are  to 
be  used  for  the  government  use  to  which 
such  private  business  use  relates. 

"(4)  Lower  umitation  for  certain  output 
FACiuTiES.-An  issue  5  percent  or  more  of  the 
proceeds  of  which  are  to  6e  used  with  respect 
to  any  output  facility  (other  than  a  facility 
for  the  furnishing  of  water)  shall  be  treated 
as  meeting  the  tests  of  paragraphs  (1)  and 
(2)  if  the  nonQualified  amount  with  respect 
to  such  issue  exceeds  the  excess  of— 

"(A)  $15,000,000,  over 

"(B)  the  aggregate  nonQualified  amounts 
trith  respect  to  all  prior  tax-exempt  issiies  5 
percent  or  more  of  the  proceeds  of  which  are 
or  toill  be  used  xoith  respect  to  such  facility 
(or  any  other  facility  which  is  part  of  the 
same  project). 


There  shall  not  be  taken  into  account  under 
subparagraph  (B)  any  iKind  which  is  not 
outstanding  at  the  time  of  the  later  issue  or 
which  is  to  6c  redccTTied  (other  than  in  an 
advance  refunding)  from  the  net  proceeds  of 
the  later  issue. 

"(5)  Coordination  with  volume  cap  where 
nonqualified  amount  exceeds  sis, 000,000.— if 
the  nonqualified  amount  with  respect  to  an 
issue— 
"(A)  exceeds  1 15,000,000,  but 
"(B)  does  not  exceed  the  amount  which 
would  cause  a  bond  which  is  part  of  such 
issue  to  be  treated  as  a  private  activity  bond 
without  regard  to  this  paragraph, 
such  bond  shall  nonetheless  6e  treated  as  a 
private  activity  bond  unless  the  issuer  allo- 
cates a  portion  of  its  volume  cap  under  sec- 
tion 146  to  such  issue  in  an  amount  equal  to 
the  excess  of  such  nonqualified  amount  over 
$15,000,000. 
"(6)  Private  business  use  defined.— 
"(A)  In  general.— For  purposes  of  this  sub- 
section,   the    term    'private    business    use' 
means  use  (directly  or  indirectly)  in  a  trade 
or  business  carried  on  by  any  person  other 
than  a  governmental  unit  For  purposes  of 
the  preceding  sentence,  use  as  a  member  of 
the  general  public  shall  not  6c  taken  into  ac- 
count 

"(B)  Clarification  of  trade  or  business.— 
For  purposes  of  the  1st  sentence  of  subpara- 
graph (A),  any  activity  carried  on  by  a 
person  other  than  a  natural  person  shall  be 
treated  as  a  trade  or  business. 

"(7)  Government  use.— The  term  'govern- 
ment use'  means  any  use  other  than  a  pri- 
vate business  use. 

"(8)  Nonqualified  amount.— For  purposes 
of  this  subsection,  the  term  'nonqualified 
amount '  means,  with  respect  to  an  issue,  the 
lesser  of— 

"(A)  the  proceeds  of  such  issue  which  are 
to  be  used  for  any  private  business  use,  or 

"(B)  the  proceeds  of  such  issue  with  re- 
spect to  which  there  are  payments  (or  prop- 
erty or  borrovoed  money)  descritted  in  para- 
graph (2). 

"(9)    Exception    for    quauhed    soucxi) 
bonds.— There  shall  not  be  taken  into  ac- 
count under  this  subsection  or  subsection 
(c)  the  portion  of  the  proceeds  of  an  issue 
which  (if  issued  as  a  separate  issue)  would 
be  treated  as  a  qualified  501(c)(3)  bond  if 
the  issuer  elects  to  treat  such  portion  as  a 
qualified  501(c)(3)  bond. 
"(c)  Private  Loan  Financing  Test.— 
"(1)  In  general.— An  issue  meets  the  test  of 
this  subsection  if  the  amount  of  the  proceeds 
of  the  issue  which  are  to  6c  used  (directly  or 
indirectly)  to  make  or  finance  loans  (other 
than  loans  described  in  paragraph  (2))  to 
persons  other  than  governmental  units  ex- 
ceeds the  lesser  of— 
"(A)  5  percent  of  such  proceeds,  or 
"(B)  $5,000,000. 

"(2)  Exception  for  tax  assessment,  etc., 
LOANS.— For  purposes  of  paragraph  (1),  a 
loan  is  described  in  this  paragraph  if  such 
loan— 

"(A)  enables  the  borrower  to  finance  any 
governmental  tax  or  assessment  of  general 
application  for  a  specific  essential  got>em- 
mental  function,  or 

"(B)  is  a  nonpurpose  investment  (within 
the  meaning  of  section  148(f)(6)(A)). 

"(d)  Qualified  Bond.— For  purposes  of  this 
part,  the  term  'qualified  tiond'  rncons  any 
private  activity  txmd  if— 
"(1)  In  general.— Such  bond  is— 
"(A)  an  exempt  facility  bond, 
"(B)  a  qualified  mortgage  bond, 
"(C)  a  qualified  veterans'  mortgage  bond, 
"(D)  a  qualified  small  issue  t>ond. 


"(E)  a  qualified  student  loan  Iwnd, 

"(F)  a  qualified  redevelopment  bond,  or 

"(G)  a  qualified  501(c)(3)  bond. 

"(2)  Volume  cap.— Such  bond  is  issued  as 
part  of  an  issue  which  meets  the  applicable 
requirements  of  section  146,  and 

"(3)  Other  requirements.— Such  bond 
meets  the  applicable  requirements  of  each 
subsection  of  section  147. 

"SBC  142.  exempt  FACILITY  BOND. 

"(a)  General  Rule.— For  purposes  of  this 
part,  the  term  'exempt  facility  bond'  means 
any  bond  issued  as  part  of  an  issue  95  per- 
cent or  more  of  the  net  proceeds  of  which  are 
to  6c  used  to  provide— 

"(1)  airports, 

"(2)  docks  and  wharves, 

"(3)  mass  commuting  facilities, 

"(4)  facilities  for  the  furnishing  of  water, 

"(5)  sewage  facilities, 

"(6)  solid  waste  disposal  facilities, 

"(7)  qualified  residential  rental  projects, 

"(8)  facilities  for  the  local  furnishing  of 
electric  energy  or  gas, 

"(9)  local  district  heating  or  cooling  facili- 
ties, or 

"(10)  qualified  hazardous  waste  facilities. 

"(b)  Special  Exempt  Facility  Bond 
Rules.— For  purposes  of  subsection  (a)— 

"(1)  Certain  facilities  must  be  oovern- 
mentall  y  o  wned.  — 

"(A)  In  aENERAL.—A  facility  shall  be  treat- 
ed as  descril>ed  in  paragraph  (1),  (2),  or  (3) 
of  subsection  (a)  only  if  aU  of  the  property 
to  6c  financed  by  the  net  proceeds  of  the 
issue  is  to  be  owned  by  a  governmental  unit 

"(B)  Safe  harbor  for  leases  and  manage- 
ment CONTRACTS.— For  putposcs  of  subpara- 
graph (A),  properly  leased  by  a  governmen- 
tal unit  shall  be  treated  as  owned  by  such 
governmental  unit  if— 

"(i)  the  lessee  makes  an  irrevocable  elec- 
tion (binding  on  the  lessee  and  all  succes- 
sors in  interest  under  the  lease)  not  to  claim 
depreciation  or  an  investment  credit  with 
respect  to  such  property, 

"(ii)  the  lease  term  (as  defined  in 
168(i)(3))  is  not  more  than  80  percent  of  the 
reasonably  expected  economic  life  of  the 
property  (as  determined  under  section 
147(b)),  and 

"(Hi)  the  lessee  has  no  option  to  purchase 
the  property  other  than  at  fair  market  value 
(as  of  the  time  such  option  is  exercised). 
Rules  similar  to  the  rules  of  Oie  preceding 
sentence  shall  apply  to  management  con- 
tracts and  similar  types  of  operating  agree- 
ments. 

"(2)  Limitation  on  office  space.— An  office 
shall  not  be  treated  as  described  in  a  para- 
graph of  subsection  (a)  unless— 

"(A)  the  office  is  located  on  the  premises  of 
a  facility  described  in  such  a  paragraph, 
arid 

"(B)  not  more  than  a  de  minimis  amount 
of  the  functions  to  be  performed  at  such 
office  is  not  directly  related  to  the  day-to- 
day operations  at  such  facility. 

"(c)  Airports,  Docks  and  Wharves,  and 
Mass  Commuting  FACiLniES.-For  purposes 
of  subsection  (a)— 

"(1)  Storage  and  training  facilities.— 
Storage  or  training  facilities  directly  related 
to  a  facility  descrUted  in  paragraph  (1),  (2), 
or  (3)  of  subsection  (a)  shall  6c  treated  as  de- 
scribed in  the  paragraph  in  which  such  fa- 
cility is  described 

"(2)  Exception  for  certain  private  faciu- 
TiES.— Property  shall  not  be  treated  as  de- 
scribed in  paragraph  (1),  (2),  or  (3)  of  sub- 
section (a)  if  such  property  is  described  in 
any  of  the  following  subparagraphs  and  is 


24308 


to  be  used  for  any  private  btisiness  use  (as 
defined  in  section  141(b)l6)). 

"(A)  Any  lodging  facility. 

"fB)  Any  retail  facility  (including  food 
and  beverage  facilities)  in  excess  of  a  size 
necessary  to  serve  passengers  and  employees 
at  the  exempt  facility. 

"(C)  Any  retail  facility  (other  than  park- 
ing) for  passengers  or  the  general  public  lo- 
cated outside  the  exempt  facility  terminal 

"(D)  Any  office  building  for  individuals 
iDho  are  not  employees  of  a  governmental 
unit  or  of  the  operating  authority  for  the 
exempt  facility. 

"(E)  Any  industrial  park  or  manufactur- 
ing facility. 

"(d)  Qualified  Residential  Rental 
Project.— For  purposes  of  this  section— 

"(1)  In  OENERAL.—The  term  'qualified  resi- 
dential rental  project'  means  any  project  for 
residential  rental  property  if,  at  all  times 
during  the  Qualified  project  period,  such 
project  meets  the  requirements  of  subpara- 
graph (A)  or  (B),  whichever  is  elected  by  the 
issuer  at  the  time  of  the  issuance  of  the  issue 
with  respect  to  such  project- 

"(A)  20-50  test.— The  project  meets  the  re- 
quirements of  this  subparagraph  if  20  per- 
cent or  more  of  the  residential  units  in  such 
project  are  occupied  by  individuals  whose 
income  is  SO  percent  or  less  of  area  median 
gross  income. 

"(B)  40-60  TEST.— The  project  meets  the  re- 
quirements of  this  subparagraph  if  40  per- 
cent or  more  of  the  residential  units  in  such 
project  are  occupied  by  individuals  whose 
income  is  60  percent  or  less  of  area  median 
gross  income. 

For  purposes  of  this  paragraph,  any  proper- 
ty shall  not  be  treated  as  failing  to  be  resi- 
dential rental  property  merely  because  part 
of  the  Imilding  in  which  such  property  is  lo- 
cated is  used  for  purposes  other  than  resi- 
dential rental  purposes. 

"(2)    DEriNITlONS    AND    SPECIAL    RVLES.-FOT 

purposes  of  this  subsection— 

"(A)  QvAuriED  PROJECT  PERIOD.— The  term 
'qualified  project  period'  means  the  period 
beginning  on  the  1st  day  on  which  10  per- 
cent of  the  residential  units  in  the  project 
are  occupied  and  ending  on  the  latest  of— 

"(i)  the  date  which  is  15  years  after  the 
date  on  which  SO  percent  of  the  residential 
units  in  the  project  are  occupied, 

"(ii)  the  Isl  day  on  which  no  lax-exempt 
private  activity  bond  issued  with  respect  to 
the  project  is  outstanding,  or 

"(Hi)  the  date  on  which  any  assistance 
provided  with  respect  to  the  project  under 
section  8  of  the  United  States  Housing  Act  of 
1937  terminates. 

"(B)  Income  of  individuals;  area  median 
GROSS  INCOME.— The  income  of  individuals 
and  area  median  gross  income  shall  be  de- 
termined by  the  Secretary  in  a  manner  con- 
sistent with  determinations  of  lower  income 
families  and  area  median  gross  income 
under  section  8  of  the  United  States  Housing 
Act  of  1937  (or,  if  such  program  is  terminat- 
ed, under  sttch  program  as  in  effect  immedi- 
ately btjore  sxtch  termination).  Determina- 
tions under  the  preceding  sentence  shall  in- 
clude adjustments  for  family  size. 

"(3)  Current  income  determinations.— For 
purposes  of  this  subsection— 

"(A)  In  general.— The  determination  of 
whether  the  income  of  a  resident  of  a  unit  in 
a  project  exceeds  the  applicable  income 
limit  shall  be  made  at  least  annually  on  the 
basis  of  the  current  income  of  the  resident 

"(B)  Continuing  resident's  income  ma  y  in- 
crease above  the  APPUCABLE  UMIT.—If  the 

income  of  a  resident  of  a  unit  in  a  project 
did  not  exceed  the  applicable  income  limit 
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upon  commencement  of  such  resident's  oc- 
cupancy of  such  unit  (or  as  of  any  prior  de- 
termination under  subparagraph  (A)),  the 
income  of  such  resident  shall  be  treated  as 
continuing  to  not  exceed  the  applicable 
income  limit  The  preceding  sentence  shall 
cease  to  apply  to  any  resident  whose  income 
as  of  the  most  recent  determination  under 
subparagraph  (A)  exceeds  140  percent  of  the 
applicable  income  limit  if  after  such  deter- 
mination, but  before  the  next  determina- 
tion, any  residential  unit  of  comparable  or 
smaller  size  in  the  same  project  is  occupied 
by  a  new  resident  whose  income  exceeds  the 
applicable  income  limit 

"(4)  Special  rule  in  case  of  deep  rent 
skewing.— 

"(A)  In  general.— In  the  case  of  any 
project  described  in  subparagraph  (B),  the 
2d  sentence  of  subparagraph  (B)  of  para- 
graph (3)  shall  be  applied  by  substituting— 
"(i)  '170  percent' for  '140  percent',  and 
"(ii)  'any  low-income  unit  in  the  same 
project  is  occupied  by  a  new  resident  whose 
income  exceeds  40  percent  of  area  median 
gross  income'  for  'any  residential  unit  of 
comparable  or  smaller  siee  in  the  same 
project  is  occupied  by  a  new  resident  whose 
income  exceeds  the  applicable  income  limit: 
"(B)  Deep  rent  skewed  project.— A  project 
is  described  in  this  subparagraph  if  the 
owner  of  the  project  elects  to  have  this  para- 
graph apply  and,  at  all  times  during  the 
qualified  project  period,  such  project  meets 
the  requirements  of  clauses  (i).  (ii),  and  (Hi): 
"(i)  The  project  meets  the  requirements  of 
this  clause  if  15  percent  or  more  of  the  low- 
income  units  in  the  project  are  occupied  by 
individuals  whose  income  is  40  percent  or 
less  of  area  median  gross  income. 

"(ii)  The  project  meets  the  requirements  of 
this  clause  if  the  gross  rent  with  respect  to 
each  low-income  unit  in  the  project  does  not 
exceed  30  percent  of  the  applicable  income 
limit  which  applies  to  individuals  occupy- 
ing the  unit 

"(Hi)  The  project  meets  the  requirements 
of  this  clause  if  the  gross  rent  with  respect  to 
each  low-income  unit  in  the  project  does  not 
exceed  '/,  of  the  average  rent  with  respect  to 
units  of  comparable  size  which  are  not  occu- 
pied by  individuals  who  meet  the  applicable 
income  limit 

"(C)  Definitions  appucable  to  subpara- 
graph iBi.—For  purposes  of  subparagraph 
(B)- 

"(i)  Low-income  unit.— The  term  low- 
income  unit'  means  any  unit  which  is  re- 
quired to  be  occupied  by  individuals  who 
meet  the  applicable  income  limit 

"(ii)  Gross  rent.— The  term  'gross  rent'  in- 
cludes— 

"(I)  any  payment  under  section  8  of  the 
United  States  Housing  Act  of  1937,  and 

"(II)  any  utility  allowance  determined  try 
the  Secretary  after  taking  into  account  such 
determinations  under  such  section  8. 

"(5)  Applicable  income  UMrr.—For  pur- 
poses of  paragraphs  (3)  and  (4),  the  term 
'applicable  income  limit'  means— 
"(A)  the  limitation  under  subparagraph 

(A)  or  (B)  of  paragraph  (1)  which  applies  to 
the  project  or 

"(B)  in  the  case  of  a  unit  to  which  para- 
graph (4)(B)(i)  applies,  the  limitation  which 
applies  to  such  unit 

"(6)  Special  rule  for  certain  high  cost 
HOUSING  AREA.— In  the  case  of  a  project  locat- 
ed in  a  city  having  5  tniroughs  and  a  popu- 
lation in  excess  of  5,000,000,  subparagraph 

(B)  of  paragraph  (1)  shall  be  applied  by  suth 
stituting  '25  percent' for  '40  percent'. 

"(7)  Certification  to  secretary.— The  op- 
erator of  any  project  unth  respect  to  which 
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an  election  was  made  under  this  subsection 
shall  submit  to  the  Secretary  (at  such  time 
and  in  such  manner  as  the  Secretary  shall 
prescribe)  an  annual  certification  as  to 
whether  such  project  continues  to  meet  the 
requirements  of  this  subsection.  Any  failure 
to  comply  unth  the  provisions  of  the  preced- 
ing sentence  shall  not  affect  the  tax-exempt 
status  of  any  bond  but  shall  subject  the  oper- 
ator to  penalty,  as  provided  in  section 
66S2(j). 

"(e)  Facilities  for  the  Furnishing  of 
Water.— For  purposes  of  subsection  (a)(4), 
the  term  'facilities  for  the  furnishing  of 
water'  means  any  facility  for  the  furnishing 
of  water  if— 

"(1)  the  water  is  or  will  be  made  available 
to  memt>ers  of  the  general  public  (including 
electric  utility,  industrial,  agricultural,  or 
commercial  users),  and 

"(2)  either  the  facility  is  operated  by  a 
governmental  unit  or  the  rates  for  the  fur- 
nishing or  sale  of  the  water  have  t>een  estab- 
lished or  approved  by  a  State  or  political 
subdivision  thereof,  by  an  agency  or  instru- 
mentality of  the  United  States,  or  by  a 
public  service  or  public  utility  commission 
or  other  similar  body  of  any  State  or  politi- 
cal subdivision  thereof. 

"(f)  Local  Furnishing  of  Electric  Energy 
OR  Gas.— For  purposes  of  subsection  (a)(8), 
the  local  furnishing  of  electric  energy  or  gas 
from  a  facility  shall  only  include  furnishing 
solely  urithin  the  area  consisting  of— 
"(1)  a  city  and  1  contiguous  county,  or 
"(2)  2  contiguous  counties. 
"(g)  Local  District  Heating  or  Cooung 
FACiLiry.- 

"(1)  In  general.— For  purposes  of  subsec- 
tion (a)(9),  the  term  local  district  heating 
or  cooling  facility'  means  property  used  as 
an  integral  part  of  a  local  district  heating  or 
cooling  systevt 

"(2)  Local  district  heating  or  cooung 
system.— 

"(A)  In  general.— For  purposes  of  para- 
graph (1),  the  term  local  district  heating  or 
cooling  system'  means  any  local  system  con- 
sisting of  a  pipeline  or  network  (which  may 
be  connected  to  a  heating  or  cooling  source) 
providing  hot  water,  chilled  water,  or  steam 
to  2  or  more  users  for— 

"(i)  residential,  commercial,  or  industrial 
heating  or  cooling,  or 
"(ii)  process  steam. 

"(B)  Local  system.— For  purposes  of  this 
paragraph,  a  local  system  includes  facilities 
furnishing  heating  and  cooling  to  an  area 
consisting  of  a  city  and  1  contiguous 
county. 

"(h)  QuAUFiED  Hazardous  Waste  Facoj- 
ties.— For  purposes  of  subsection  (a)(10),  the 
term  'qualified  hazardous  waste  facility' 
means  any  facility  for  the  disposal  of  haz- 
ardous waste  by  incineration  or  entomb- 
ment but  only  if- 

"(1)  the  facility  is  subject  to  final  permit 
requirements  under  subtitle  C  of  title  II  of 
the  Solid  Waste  Disposal  Act  (as  in  effect  on 
the  date  of  the  enactment  of  the  Tax  Reform 
Act  of  1986).  and 

"(2)  the  portion  of  such  facility  which  is  to 
be  provided  by  the  issue  does  not  exceed  the 
portion  of  the  facility  which  u  to  be  used  by 
persons  other  than— 

"(A)  the  owner  or  operator  of  such  facility, 
and 

"(B)  any  related  person  (within  the  mean- 
ing of  section  144(a)(3))  to  such  owner  or 
operator. 

"SSC.  Ni.  MORTGAGE  REVENUE  BONDS:  QVAUFIED 
MORTGAGE  BOND  AND  QVAUFIED  VET- 
BRANS' MORTGAGE  BOND. 

"(a)  QuAUFiED  Mortgage  Bond.— 
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"(1)  QUAUFIXD  MORraAGE  BOND  DEFINED.— 

"(A)  In  general.— For  purposes  of  this 
title,  the  term  'qualified  mortgage  bond' 
means  a  bond  which  is  issued  as  part  of  a 
Qualified  mortgage  issue. 

"(B)  Termination  on  December  si,  int.— 
No  bond  issued  after  December  31,  1988, 
may  be  treated  as  a  <iualified  mortgage 
bond. 

"(2)  QVAUriED  MORTGAGE  ISSUE  DEFINED.— 

"(A)  Definition.— For  purposes  of  this  title, 
the  term  'Qualified  mortgage  issue'  means  an 
issue  by  a  State  or  political  subdivision 
thereof  of  1  or  more  bonds,  but  only  if— 

"(i)  cM  proceeds  of  such  issue  (exclusive  of 
issuance  costs  and  a  reasonably  required  re- 
serve) are  to  be  used  to  finance  owner-occu- 
pied residences, 

"(ii)  such  issue  meets  the  requirements  of 
subsections  (c),  (d),  (e),  (f),  (g),  (h),  and  (i), 
and 

"(Hi)  no  bond  which  is  part  of  such  issue 
meets  the  private  business  tests  of  para- 
graphs (1)  and  (2)  of  section  141(b). 

"(B)  Good  faith  effort  to  comply  with 

MORTGAGE       EUGIBIUTY      REQUIREMENTS.— An 

issue  which  fails  to  meet  1  or  more  of  the  re- 
quirements of  subsections  (c),  (d),  (e),  (f), 
and  (i)  shall  be  treated  as  meeting  such  re- 
quirements if— 

"(i)  the  issuer  in  good  faith  attempted  to 
meet  all  such  requirements  before  the  mort- 
gages were  executed, 

"(ii)  95  percent  or  more  of  the  proceeds  de- 
voted to  owner-financing  was  devoted  to 
residences  voith  respect  to  which  (at  the  time 
the  mortgages  were  executed)  all  such  re- 
quirements were  met,  and 

"(Hi)  any  failure  to  meet  the  requirements 
of  such  subsections  is  corrected  toithin  a 
reasonable  period  after  such  failure  is  first 
discovered. 

"(C)  Good  faith  effort  to  comply  with 
OTHER  REQUIREMENTS.— An  issuc  which  fails 
to  meet  1  or  more  of  the  requirements  of  sub- 
sections (g)  and  (h)  shall  be  treated  as  meet- 
ing such  requirements  if— 

"(i)  the  issuer  in  good  faith  attempted  to 
meet  all  such  requirements,  and 

"(ii)  any  failure  to  meet  such  requirements 
is  due  to  inadt>ertent  error  after  taking  rea- 
sonable steps  to  comply  voith  such  require- 
ments. 

"(b)  Qualified  Veterans'  Mortgage  Bond 
Defined.— For  purposes  of  this  part,  the  term 
'qualified  veterans'  mortgage  bond'  means 
any  bond— 

"(1)  which  is  issued  as  part  of  an  issue  95 
percent  or  more  of  the  net  proceeds  of  which 
are  to  be  used  to  proiHde  residences  for  vet- 
erans, 

"(2)  the  payment  of  the  principal  and  in- 
terest on  which  is  secured  by  the  general  ob- 
ligation of  a  State, 

"(3)  which  is  part  of  an  issue  which  meets 
the  requirements  of  subsections  (c),  (g), 
(i)(l),  and  (I),  and 

"(4)  which  does  not  meet  the  private  busi- 
ness tests  of  paragraphs  (1)  and  (2)  of  sec- 
tion 141(b). 

Rules  similar  to  the  rules  of  subparagraphs 
(B)  and  (C)  of  subsection  (a)(2)  shall  apply 
to  the  requirements  specified  in  paragraph 
(3)  of  this  subsection. 
"(c)  Residence  Requirements.— 
"ID  For  a  residence.— a  residence  meets 
the  requirements  of  this  subsection  only  if— 
"(A)  it  is  a  single-family  residence  which 
can  reasonably  be  expected  to  become  the 
principal  residence  of  the  mortgagor  within 
a  reasonable  time  after  the  financing  is  pro- 
vided, and 

"(B)  it  is  located  within  the  jurisdiction  of 
the  authority  issuing  the  bond. 


"(2)  For  an  issue.— An  issue  meets  the  re- 
quirements of  this  subsection  only  if  all  of 
the  residences  for  which  oumer-financing  is 
provided  under  the  issue  meet  the  require- 
ments of  paragraph  (1). 
"(d)  3-Year  Requirement.— 
"(1)  In  general.— An  issue  meets  the  re- 
quirements of  this  subsection  only  if  95  per- 
cent or  more  of  the  net  proceeds  of  such 
issue  are  used  to  finance  the  residences  of 
mortgagors  who  had  no  present  otonership 
interest  in  their  principal  residences  at  any 
time  during  the  3-year  period  ending  on  the 
date  their  mortgage  is  executed. 

"(2)  Exceptions.— For  purposes  of  para- 
graph (1),  the  proceeds  of  an  issue  which  are 
used  to  provide— 

"(A)  financing  with  respect  to  targeted 
area  residences,  and 

"(B)  qualified  home  improvement  loans 
and  qualified  rehalHlitation  loans, 
shall  be  treated  as  used  as  described  in  para- 
graph (1). 

"(3)  Mortgagor's  interest  in  residence 
BEING  FINANCED.— For  purposes  of  paragraph 
(1),  a  mortgagor's  interest  in  the  residence 
unth  respect  to  which  the  financing  is  being 
provided  shall  not  be  taken  into  account 
"(e)  Purchase  Price  Requirement.— 
"(1)  In  general.— An  issue  meets  the  re- 
quirements of  this  subsection  orUy  if  the  ac- 
quisition cost  of  each  residence  the  owner-fi- 
nancing of  which  is  provided  under  the 
issue  does  not  exceed  90  percent  of  the  aver- 
age area  purchase  price  applicable  to  such 
residence. 

"(2)  Average  area  purchase  price.— For 
purposes  of  paragraph  (II,  the  term  'average 
area  purchase  price'  means,  toith  respect  to 
any  residence,  the  average  purchase  price  of 
single  family  residences  (in  the  statistical 
area  in  which  the  residence  is  located) 
which  were  purchased  during  the  most 
recent  12-month  period  for  which  sufficient 
statistical  information  is  available.  The  de- 
termination under  the  preceding  sentence 
shall  be  made  as  of  the  date  on  which  the 
commitment  to  provide  the  financing  is 
made  (or,  if  earlier,  the  date  of  the  purchase 
of  the  residence). 

"(3)  Separate  appucation  to  new  resi- 
dences AND  old  residences.— For  purposes  of 
this  subsection,  the  determination  of  aver- 
age area  purchase  price  shall  be  made  sepa- 
rately iDith  respect  to— 

"(A)  residences  which  have  not  been  previ- 
ously occupied,  and 

"(B)  residences  which  have  been  previous- 
ly occupied. 

"(4)  Special  rule  for  2  to  4  family  resi- 
DENCES.—For  purposes  of  this  subsection,  to 
the  extent  protnded  in  regulations,  the  deter- 
mination of  average  area  purchase  price 
shall  lie  made  separately  unth  respect  to  1 
family,  2  family,  3  family,  and  4  family  resi- 
dences. 

"(5)  Special  rule  for  targeted  area  resi- 
dences.—In  the  case  of  a  targeted  area  resi- 
dence, paragraph  (1)  shaU  be  applied  by  sub- 
stituting '110  percent' for  '90  percent'. 

"(6)  Exception  for  quaufied  home  im- 
provement loans.— Paragraph  (1)  shall  not 
apply  with  respect  to  any  qualified  home 
improvement  loan. 
"(f)  Income  Requirements.— 
"(1)  In  general.— An  issue  meets  the  re- 
quirements of  this  subsection  only  if  all 
oumer-financing  provided  under  the  issue  is 
provided  for  mortgagors  whose  family 
income  is  115  percent  or  less  of  the  applica- 
ble median  family  income. 

"(2)  Determination  of  family  income.— For 
purposes  of  this  subsection,  the  family 
income  of  mortgagors,   and  area  median 


gross  income,  shall  be  determined  by  the  Sec- 
retary after  taking  into  account  the  regula- 
tioru  prescribed  under  section  8  of  the 
United  States  Housing  Act  of  1937  (or,  if 
such  program  is  terminated,  under  such  pro- 
gram as  in  effect  immediately  before  such 
termination). 

"(3)  Special  rule  for  applying  paragraph 
it)  in  the  case  of  targeted  area  resi- 
DENCBS.—In  the  case  of  any  financing  pro- 
vided under  any  issue  for  targeted  area  resi- 
dences— 

"(A)  V,  of  the  amount  of  such  financing 
may  be  provided  unthout  regard  to  para- 
graph (1),  and 

"(B)  paragraph  (1)  shall  be  treated  as  sat- 
isfied with  respect  to  the  remainder  of  the 
owner  financing  if  the  family  income  of  the 
mortgagor  is  140  percent  or  less  of  the  appli- 
cable Tnedian  family  income. 

"(4)    APPUCABLE    MEDIAN    FAMILY    INCOME.— 

For  purposes  of  this  subsection,  the  term  'ap- 
plicable median  family  income'  means,  with 
respect  to  a  residence,  whichever  of  the  fol- 
lowing is  the  greater: 

"(A)  the  area  median  gross  income  for  the 
area  in  which  such  residence  is  located,  or 

"(B)  the  statewide  median  gross  income 
for  the  State  in  which  such  residence  is  lo- 
cated. 

"(g)  Requirements  Related  to  Arbi- 
trage.- 

"(II  In  general.— An  issue  meets  the  re- 
quirements of  this  subsection  only  if  such 
issue  meets  Uie  requirements  of  paragraphs 
(2)  and  (3)  of  this  subsection.  Such  require- 
ments shall  be  in  addition  to  the  require- 
ments of  section  148  (other  than  subsection 
(fl  thereof). 

"(2)  Effective  rate  of  mortgage  interest 

CANNOT  exceed  BOND  YIELD  BY  MORE  THAN 
I.  Hi  PERCENTAGE  POINTS.— 

"(A)  In  general.— An  issue  shall  be  treated 
as  meeting  the  requirements  of  this  para- 
graph only  if  the  excess  of— 

"(i)  the  effective  rate  of  interest  on  the 
mortgages  provided  under  the  issue,  over 

"(ii)  the  yield  on  the  issue, 
is  not  greater  than  1.125  percentage  points. 

"(B)  Effective  rate  of  mortgage  inter- 
est.- 

"(i)  In  general.— In  determining  the  effec- 
tive rate  of  interest  on  any  mortgage  for 
purposes  of  this  paragraph,  there  shall  be 
taken  into  account  all  fees,  charges,  and 
other  amounts  borne  by  the  mortgagor 
which  are  attributable  to  the  mortgage  or  to 
the  bond  issue. 

"(ii)  Specification  of  some  of  the  amounts 
to  be  treated  as  borne  by  the  mortgagor.- 
For  purposes  of  clause  (i),  the  following 
items  (among  others)  shall  be  treated  as 
borne  by  the  mortgagor: 

"(I)  all  points  or  similar  charges  paid  by 
the  seller  of  the  property,  and 

"(II)  the  excess  of  the  amounts  received 
from  any  person  other  than  the  mortgagor 
by  any  person  in  connection  unth  the  acqui- 
sition of  the  mortgagor's  interest  in  the 
property  over  the  tistuU  and  reasonable  ac- 
quisition costs  of  a  person  acquiring  like 
property  where  owner-financing  is  not  pro- 
vided through  the  use  of  qualified  mortgage 
bonds  or  qualified  veterans'  mortgage  bonds. 

"(Hi)  Specification  of  some  of  the 
amounts  to  be  treated  as  not  borne  by  the 
MORTGAGOR.— For  purposes  of  clause  (i),  the 
following  items  shall  not  be  taken  into  ac- 
count' 

"(I)  any  expected  rebate  of  arbitrage  prof- 
its, and 

"(II)  any  apt^ication  fee,  survey  fee,  craiit 
report  fee,  insurance  charge,  or  similar 
amount  to  the  extent  such  amount  does  not 
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exceed  amounts  charged  in  such  area  in 
cases  where  owner-financing  is  not  provided 
through  the  use  of  qualified  mortgage  bonds 
or  qualified  veterans'  mortgage  bonds. 
Subclause  (III  shall  not  apply  to  origination 
fees,  points,  or  similar  amounts. 

"<ivi  Prepayment  assumptions.— In  deter- 
mining the  effective  rate  of  interest— 

"ID  it  shall  be  assumed  that  the  mortgage 
prepayment  rate  will  be  the  rate  set  forth  in 
the  most  recent  applicable  mortgage  maturi- 
ty experience  table  published  by  the  Federal 
Housing  Administration,  and 

"(ID  prepayments  of  principal  shall  be 
treated  as  received  on  the  last  day  of  the 
month  in  which  the  issuer  reasonably  ex- 
pects to  receive  such  prepayments. 

"(C>  Yield  on  the  issvE.—For  purposes  of 
this  subsection,  the  yield  on  an  issue  shall  be 
determined  on  the  basis  of— 

"(il  the  issue  price  (within  the  meaning  of 
sections  1273  and  1274),  and 

"(ii)  an  expected  maturity  for  the  bonds 
which  is  consistent  with  the  assumptions  re- 
quired under  subparagraph  (BXivi. 

"(31  Arbitrage  and  investment  gains  to  be 

USED  to  reduce  COSTS  OF  OWNER-FINANCING.— 

"(A J  In  general.— An  issue  shall  be  treated 
as  meeting  the  requirements  of  this  para- 
graph only  if  an  amount  equal  to  the  sum 
of- 

"(i)  the  excess  of— 

"(D  the  amount  earned  on  all  nonpurpose 
investments  (other  than  investments  attrib- 
utable to  an  excess  described  in  this  clause/, 
over 

"(ID  the  amount  which  would  have  been 
earned  if  such  investments  were  invested  at 
a  rate  equal  to  the  yield  on  the  issue,  plus 

"(HI  any  income  attributable  to  the  excess 
described  in  clause  (i). 

is  paid  or  credited  to  the  mortgagors  as  rap- 
idly as  may  be  practicable. 

"(Bi  Investment  gains  and  losses.— For 
purposes  of  subparagraph  (Al,  in  determin- 
ing the  amount  earned  on  all  nonpurpose 
investments,  any  gain  or  loss  on  the  disposi- 
tion of  such  investments  shall  be  taken  into 
account 

"(Ci  Reduction  where  issuer  does  not  use 

FULL     1.125    percentage    POINTS    UNDER    PARA- 
GRAPH <  2 1.— 

"(il  In  GENERAL.— The  amount  required  to 
be  paid  or  credited  to  mortgagors  under  sub- 
paragraph (Al  (determined  under  this  para- 
graph without  regard  to  this  subparagraphi 
shall  be  reduced  by  the  unused  paragraph  (21 
amount. 

"(ii)  Unused  paragraph  isi  amount.— For 
purposes  of  clause  (il.  the  unused  paragraph 
(2)  amount  is  the  amount  which  (if  it  were 
treated  as  an  interest  payment  made  by 
mortgagorsi  would  result  in  the  excess  re- 
ferred to  in  paragraph  (2I(AI  being  equal  to 
1.125  percentage  points.  Such  amount  shall 
be  fixed  and  determined  as  of  the  yield  deter- 
mination date. 

"(D>  Election  to  pay  united  states.— Sub- 
paragraph (Al  shall  be  satisfied  with  respect 
to  any  issue  if  the  issuer  elects  before  issuing 
the  bonds  to  pay  over  to  the  United  States— 

"(i)  not  less  frequently  than  once  each  5 
years  after  the  date  of  issue,  an  amount 
equal  to  90  percent  of  the  aggregate  amount 
which  would  be  required  to  be  paid  or  cred- 
ited to  mortgagors  under  subparagraph  (Al 
(and  not  theretofore  paid  to  the  United 
States),  and 

"(ii)  not  later  than  60  days  after  the  re- 
demption of  the  last  bond,  100  percent  of 
such  aggregate  amount  not  theretofore  paid 
to  the  United  States. 

"(E)  SiMPuriED  accounting.— The  Secre- 
tary shall  permit  any  simplified  system  of 


accounting  for  purposes  of  this  paragraph 
which  the  issuer  establishes  to  the  satisfac- 
tion of  the  Secretary  will  assure  that  the 
purposes  of  this  paragraph  are  carried  out 
"(Fl  Nonpurpose  investment.— For  pur- 
poses of  this  paragraph,  the  term  'nonpur- 
pose investment'  has  the  meaning  given 
such  term  by  section  148(f)(6l(A). 

"(hi  Portion  of  Loans  Required  To  Be 
Placed  in  Targeted  Areas.— 

"(II  In  general.— An  issue  meets  the  re- 
quirements of  this  subsection  only  if  at  least 
20  percent  of  the  proceeds  of  the  issue  which 
are  devoted  to  providing  owner-financing  is 
made  available  (with  reasonable  diligence) 
for  owner-financing  of  targeted  area  resi- 
dences for  at  least  1  year  after  the  date  on 
which  owner-financing  is  first  made  avail- 
able with  respect  to  targeted  area  residences. 

"(21  Limitation.— Nothing  in  paragraph 
(1)  shall  be  treated  as  requiring  the  making 
available  of  an  amount  which  exceeds  40 
percent  of  the  average  annual  aggregate 
principal  amount  of  mortgages  executed 
during  the  immediately  preceding  3  calen- 
dar years  for  single-family,  owner-occupied 
residences  located  in  targeted  areas  within 
the  jurisdiction  of  the  issuing  authority. 

"(il  Other  Requirements.— 

"(1)  Mortgages  must  be  new  mortgages.— 
"(Al  In  general.— An  issue  meets  the  re- 
quirements of  this  subsection  only  if  no  part 
of  the  proceeds  of  such  issue  is  used  to  ac- 
quire or  replace  existing  mortgages. 

"(BI  Exceptions.— Under  regulations  pre- 
scribed by  the  Secretary,  the  replacement 
of- 

"(il  construction  period  loans. 

"(HI  bridge  loans  or  similar  temporary 
initial  financing,  and 

"(Hi)  in  the  case  of  a  qualified  rehabilita- 
tion, an  existing  mortgage, 
shall  not  be  treated  as  the  acquisition  or  re- 
placement of  an  existing  mortgage  for  pur- 
poses of  subparagraph  (Al. 

"(21   Certain  requirements  must  be  met 

WHERE      MORTGAGE      IS     ASSUMED.— An      isSUe 

meets  the  requirements  of  this  subsection 
only  if  each  mortgage  with  respect  to  which 
owner-financing  has  been  provided  under 
such  issue  may  be  assumed  only  if  the  re- 
quirements of  subsections  (cl.  (dl,  and  (el, 
and  the  requirements  of  paragraph  (11  or 
(3)(BI  of  subsection  (fl  (whichever  applies), 
are  met  with  respect  to  such  assumption. 

"(})  Targeted  Area  Residences.— 

"(II  In  general.— For  purposes  of  this  sec- 
tion, the  term  'targeted  area  residence' 
means  a  residence  in  an  area  which  is 
either— 

"(Al  a  qualified  census  tract  or 

"(BI  an  area  of  chronic  economic  distress. 

"(21  Qualified  census  tract.— 

"(Al  In  general.— For  purposes  of  para- 
graph (1).  the  term  'qualified  census  tract' 
means  a  census  tract  in  which  70  percent  or 
more  of  the  families  have  income  which  is 
80  percent  or  less  of  the  statewide  median 
family  income. 

"(BI  Data  used.— The  determination  under 
subparagraph  (Al  shall  be  made  on  the  basis 
of  the  most  recent  decennial  census  for 
which  data  are  available. 

"(31  Area  of  chronic  economic  distress.— 

"(Al  In  general.— For  purposes  of  para- 
graph (II,  the  term  'area  of  chronic  econom- 
ic distress'  means  an  area  of  chronic  eco- 
nomic distress— 

"(il  designated  by  the  State  as  meeting  the 
standards  established  by  the  State  for  pur- 
poses of  this  subsection,  and 

"(ii)  the  designation  of  which  has  been  ap- 
proved by  the  Secretary  and  the  Secretary  of 
Housing  and  Urban  Development 
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"(Bi  Criteria  to  be  used  in  approving 
state  designations.— The  criteria  used  by  the 
Secretary  and  the  Secretary  of  Housing  and 
Urban  Development  in  evaluating  any  pro- 
posed designation  of  an  area  for  purposes  of 
this  subsection  shall  be— 

"(i)  the  condition  of  the  housing  stock,  in- 
cluding the  age  of  the  housing  and  the 
number  of  abandoned  and  substandard  resi- 
dential units, 

"(ii)  the  need  of  area  residents  for  owner- 
financing  under  this  section,  as  indicated 
by  low  per  capita  income,  a  high  percentage 
of  families  in  poverty,  a  high  number  of  wel- 
fare recipients,  and  high  unemployment 
rates, 

"(iiil  the  potential  for  use  of  owner-fi- 
nancing under  this  section  to  improve  hous- 
ing conditions  in  the  area,  and 

"(ivi  the  existence  of  a  housing  assistance 
plan  which  provides  a  displacement  pro- 
gram and  a  public  improvements  and  serv- 
ices program. 

"(kl  Other  Definitions  and  Special 
Rules.— For  purposes  of  this  section— 

"(II     Mortgage.— The     term      mortgage' 
means  any  owner-financing. 
"(2)  Statistical  area.— 
"(Al    In    general.— The    term    'statistical 
area'  means— 
"(il  a  metropolitan  statistical  area,  and 
"(ii)  any  county  (or  the  portion  thereof) 
which  is  not  within  a  metropolitan  statisti- 
cal area. 

"(Bi  Metropolitan  statistical  area.— The 
term  metropolitan  statistical  area'  includes 
the  area  defined  as  such  by  the  Secretary  of 
Commerce. 

"(C)  Designation  where  adequate  statisti- 
cal information  not  available.— For  pur- 
poses of  this  paragraph,  if  there  is  insuffi- 
cient recent  statistical  information  with  re- 
spect to  a  county  (or  portion  thereofi  de- 
scribed in  subparagraph  (A)(ii),  the  Secre- 
tary may  substitute  for  such  county  (or  por- 
tion thereof)  another  area  for  which  there  is 
sufficient  recent  statistical  information. 

"(Dl  Designation  where  no  county.— In 
the  case  of  any  portion  of  a  State  which  is 
not  within  a  county,  subparagraphs  (AKHI 
and  (CI  shall  be  applied  by  substituting  for 
'county'  an  area  designated  by  the  Secretary 
which  is  the  equivalent  of  a  county. 
"(3)  Acquisition  cost.— 
"(A)  In  general.— The  term  'acquisition 
cost'  means  the  cost  of  acquiring  the  resi- 
dence as  a  completed  residential  unit 

"(B)  Exceptions.— The  term  'acquisition 
cost '  does  not  include— 

"(i)  usual  and  reasonable  settlement  or  fi- 
nancing costs. 

"(ii)  the  value  of  services  performed  by  the 
mortgagor  or  members  of  his  family  in  com- 
pleting the  residence,  and 

"(Hi)  the  cost  of  land  which  has  been 
owned  by  the  mortgagor  for  at  least  2  years 
before  the  date  on  which  construction  of  the 
residence  begins. 

"(C)  Special  rule  for  qualified  rehabili- 
tation LOANS.— In  the  case  of  a  qualified  re- 
habilitation loan,  for  purposes  of  subsection 
(e),  the  term  'acquisition  cost'  includes  the 
cost  of  the  rehabilitation. 

"(4)  Qualified  home  improvement  loan.— 
The  term  'qualified  home  improvement  loan' 
means  the  financing  (in  an  amount  which 
does  not  exceed  SI 5,000)— 

"(A)  of  alterations,  repairs,  and  improve- 
ments on  or  in  connection  with  an  existing 
residence  by  the  owner  thereof,  but 

"(B)  only  of  such  items  as  substantially 
protect  or  improve  the  basic  livability  or 
energy  efficiency  of  the  property. 

"(5)  QUAUFIED  rehabilitation  LOAN.— 
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"(AJ  In  GENERAL.— The  term  'qualified  reha- 
bilitation loan'  means  any  owner-financing 
provided  in  connection  with— 
"(i)  a  qualified  rehabilitation,  or 
"tiiJ  the  acquisition  of  a  residence  with  re- 
spect to  which  there  has  been  a  qualified  re- 
habilitation, 

but  only  if  the  mortgagor  to  whom  such  fi- 
nancing is  provided  is  the  first  resident  of 
the  residence  after  the  completion  of  the  re- 
habilitation. 

"(B)  Qualified  rehabilitation.— For  pur- 
poses of  subparagraph  (A),  the  term  'quali- 
fied rehabilitation'  means  any  rehabilita- 
tion of  a  building  if— 

"(i)  there  is  a  period  of  at  least  20  years 
between  the  date  on  which  the  building  was 
first  used  and  the  date  on  which  the  physi- 
cal work  on  such  rehabilitation  begins, 
"Hi)  in  the  rehabilitation  process— 
"(I)  50  percent  or  more  of  the  existing  ex- 
ternal walls  of  such  building  are  retained  in 
place  as  external  walls, 

"(II)  75  percent  or  more  of  the  existing  ex- 
ternal walls  of  such  building  are  retained  in 
place  as  internal  or  external  walls,  and 

"(III)  75  percent  or  more  of  the  existing 
internal  structural  framework  of  such  build- 
ing is  retained  in  place,  and 

"(Hi)  the  expenditures  for  such  rehabilita- 
tion are  25  percent  or  more  of  the  mortga- 
gor's adjusted  basis  in  the  residence. 
For  purposes  of  clause  (Hi),  the  mortgagor's 
adjusted  basis  shall  be  determined  as  of  the 
completion  of  the  rehabilitation  or,  if  later, 
the  date  on  which  the  mortgagor  acquires 
the  residence. 

"(6)  Determinations  on  actuarial  basis.— 
All  determinations  of  yield,  effective  interest 
rates,  and  amounts  required  to  be  paid  or 
credited  to  mortgagors  or  paid  to  the  United 
States  under  subsection  (g)  shall  be  made  on 
an  actuarial  basis  taking  into  account  the 
present  value  of  money. 

"(7)  Single-family  and  owner-occupied 
residences  include  certain  residences  with 
2  TO  4  units.— Except  for  purposes  of  subsec- 
tion (h)(2),  the  terms  'single-family'  and 
'owner-occupied',  when  used  with  respect  to 
residences,   include  2,   3,   or  4  family  resi- 

"(A)  one  unit  of  which  is  occupied  by  the 
owner  of  the  units,  and 

"(B)  which  were  first  occupied  at  least  5 
years  before  the  mortgage  is  executed. 

"(8)  Cooperative  housing  corporations.— 

"(A)  In  general.— In  the  case  of  any  coop- 
erative hou.sing  corporation— 

"(i)  each  dwelling  unit  shall  be  treated  as 
if  it  were  actually  owned  by  the  person  enti- 
tled to  occupy  such  dwelling  unit  by  reason 
of  his  ownership  of  stock  in  the  corporation, 

and 

"(ii)  any  indebtedness  of  the  corporation 
allocable  to  the  dwelling  unit  shall  be  treat- 
ed as  if  it  were  indebtedness  of  the  share- 
holder entitled  to  occupy  the  dwelling  unit 

"(B)  Adjustment  to  targeted  area  re- 
quirement.—In  the  case  of  any  issue  to  pro- 
vide financing  to  a  cooperative  housing  cor- 
poration with  respect  to  cooperative  hous- 
ing not  located  in  a  targeted  area,  to  the 
extent  provided  in  regulations,  such  issue 
may  be  combined  with  1  or  more  other 
issues  for  purposes  of  determining  whether 
the  requirements  of  subsection  (h)  are  met 

"(C)  Cooperative  housing  corporation.— 
The  term  'cooperative  housing  corporation' 
has  the  meaning  given  to  such  term  by  sec- 
tion 216(b)(1). 

"(9)  Treatment  of  umited  equity  coopera- 
tive housing.— 

"(A)  Treatment  as  residential  rental 
property.— Except  as  provided  in  subpara- 
graph <B),  for  purposes  of  this  part— 


"(i)  any  limited  equity  cooperative  hous- 
ing shall  be  treated  as  residential  rental 
property  and  not  as  owner-occupied  hous- 
ing, and 

"(ii)  bonds  issued  to  provide  such  housing 
shall  be  subject  to  the  same  requirements 
and  limitations  as  bonds  the  proceeds  of 
which  are  to  be  used  to  provide  qualified 
residential  rental  projects  (as  defined  in  sec- 
tion 142(d)). 

"(B)  Bonds  subject  to  qualified  mort- 
gage BOND  termination  DATE.— Subpara- 
graph (A)  shall  not  apply  to  any  bond  issued 
after  the  date  specified  in  subsection 
(a)(1)(B). 

"(C)  Limited  equity  cooperative  hous- 
ing.—For  purposes  of  this  paragraph,  the 
term  limited  equity  cooperative  housing' 
means  any  dwelling  unit  which  a  person  is 
entitled  to  occupy  by  reason  of  his  owner- 
ship of  stock  in  a  qualified  cooperative 
housing  corporation. 

"(D)  Qualified  cooperj^tive  housing  cor- 
poration.—For  purposes  of  this  paragraph, 
the  term  'qualified  cooperative  housing  cor- 
poration' means  any  cooperative  housing 
corporation  (as  defined  in  section  216(b)(l)l 

if- 

"(i)  the  consideration  paid  for  stock  held 
by  any  stockholder  entitled  to  occupy  any 
house  or  apartment  in  a  building  owned  or 
leased  by  the  corporation  may  not  exceed 
the  sum  of— 

"(I)  the  consideration  paid  for  such  stock 
by  the  first  such  stockholder,  as  adjusted  by 
a  cost-of-living  adjustment  determined  by 
the  Secretary, 

"(II)  payments  made  by  any  stockholder 
for  improvements  to  such  house  or  apart- 
ment, and 

"(III)  payments  (other  than  amounts 
taken  into  account  under  subclause  (I)  or 
(ID)  attributable  to  any  stockholder  to  am- 
ortize the  principal  of  the  corporation's  in- 
debtedness arising  from  the  acquisition  or 
development  of  real  property,  including  im- 
provements thereof, 

"(ii)  the  value  of  the  corporation's  assets 
(reduced  by  any  corporate  liabilities),  to  the 
extent  such  value  exceeds  the  combined 
transfer  values  of  the  outstanding  corporate 
stock,  shall  be  used  only  for  public  benefit  or 
charitable  purposes,  or  directly  to  benefit 
the  corporation  itself,  and  shall  not  be  used 
directly  to  benefit  any  stockholder,  and 

"(Hi)  at  the  time  of  issuance  of  the  issue, 
such  corporation  makes  an  election  under 
this  paragraph. 

"(E)  Effect  of  election.— If  a  cooperative 
housing  corporation  makes  an  election 
under  this  paragraph,  section  216  shall  not 
apply  with  respect  to  such  corporation  (or 
any  successor  thereof)  during  the  qualified 
project  period  (as  defined  in  section 
142(d)(2)). 

"(F)  Corporation  must  continue  to 
BE  quaufied  cooperative.— Subparagraph 
(A)(i)  shall  not  apply  to  limited  equity  coop- 
erative housing  unless  the  cooperative  hous- 
ing corporation  continues  to  be  a  qualified 
cooperative  housing  corporation  at  all  times 
during  the  qualified  project  period  (as  de- 
fined in  section  142(d)(2)). 

"(G)  Election  irrevocable.— Any  election 
under  this  paragraph,  once  made,  shall  be 
irrevocable. 

"(I)  Additional  Requirements  for  Quau- 
fied Veterans'  Mortgage  Bonds.— An  issue 
meets  the  requirements  of  this  subsection 
only  if  it  meets  the  requirements  of  para- 
graphs (1),  (2),  and  (3). 

"(1)  Veterans  to  whom  financing  may  be 
PROVIDED.— An  issue  meets  the  requirements 
of  this  paragraph  only  if  each  mortgagor  to 


whom  financing  is  provided  under  the  issue 
is  a  qualified  veteran. 

"(2)  Requirement  that  state  program  be 
IN  effect  before  JUNE  22.  i9S4.—An  issue 
meets  the  requirements  of  this  paragraph 
only  if  it  is  a  general  obligation  of  a  State 
which  issued  qualified  veterans'  mortgage 
bonds  before  June  22,  1984. 
"(3)  Volume  limitation. — 
"(A)  In  general.— An  issue  meets  the  re- 
quirements of  this  paragraph  only  if  the  ag- 
gregate amount  of  bonds  issued  pursuant 
thereto  (when  added  to  the  aggregate 
amount  of  qualified  veterans'  mortgage 
bonds  previously  issued  by  the  State  during 
the  calendar  year)  does  not  exceed  the  State 
veterans  limit  for  such  calendar  year. 

"(B)  State  veterans  limit.— A  State  veter- 
ans limit  for  any  calendar  year  is  the 
amount  equal  to— 

"(i)  the  aggregate  amount  of  qualified  vet- 
erans bonds  issued  by  such  State  during  the 
period  beginning  on  January  1,  1979,  iind 
ending  on  June  22,  1984  (not  including  the 
amount  of  any  qualified  veterans  bond 
issued  by  such  State  during  the  calendar 
year  (or  portion  thereof)  in  such  period  for 
which  the  amount  of  such  bonds  so  issued 
was  the  lowest),  divided  by 

"(ti)  the  number  (not  to  exceed  5)  of  calen- 
dar years  after  1979  and  before  1985  during 
which  the  State  issued  qualified  veterans 
bonds  (determined  by  only  taking  into  ac- 
count bonds  issued  on  or  before  June  22, 
1984). 
"(C)  Treatment  of  refunding  issues.— 
"(i)  In  general.— For  purposes  of  subpara- 
graph (A),  the  term  'qualified  veterans' 
mortgage  bond'  shall  not  include  any  bond 
issued  to  refund  another  bond  but  only  if  the 
maturity  date  of  the  refunding  bond  is  not 
later  than  the  later  of— 

"(I)  the  maturity  date  of  the  bond  to  be  re- 
funded, or 

"(II)  the  date  32  years  after  the  date  on 
which  the  refunded  bond  was  issued  (or  in 
the  case  of  a  series  of  refundings,  the  date  on 
which  the  original  bond  was  issued). 
The  preceding  sentence  shall  apply  only  to 
the  extent  that  the  amount  of  the  refunding 
bond  does  not  exceed  the  outstanding 
amount  of  the  refunded  bond. 

"(ii)  Exception  for  advance  refunding.— 
Clause  Ii)  shall  not  apply  to  any  bond  issued 
to  advance  refund  another  bond. 

"(4)  Qualified  veteran.— For  purposes  of 
this  subsection,  the  term  'qualified  veteran' 
means  any  veteran— 

"(A)  who  served  on  active  duty  at  some 
time  before  January  1,  1977,  and 

■•(B)  who  applied  for  the  financing  before 
the  later  of— 

"(i)  the  date  30  years  after  the  last  date  on 
which  such  veteran  left  active  service,  or 
"(ii)  January  31,  1985. 
"(5)  Special  rule  for  certain  short-term 
bonds.— In  the  case  of  any  bond— 
"(A)  which  has  a  term  of  1  year  or  less, 
"(B)    which    is   authorized    to    be   issued 
under  O.R.S.  407.435  (as  in  effect  on  the  daU 
of  the  enactment  of  this  subsection),  to  pro- 
vide financing  for  property  taxes,  and 

"(C)  which  is  redeemed  at  the  end  of  such 
term,  . 

the  amount  taken  into  account  under  this 
subsection  with  respect  to  such  bond  shall  be 
'/,j  of  its  principal  amount 

SEC.  144.  QVAUFIED  SMALL  ISSVE  BOSD:  QIAU- 
FIED  SnVENT  LOAN  BOND:  QVAUFIED 
REDEVELOPMENT  BOSD. 

"(a)  Quaufied  Small  Issue  Bond.— 
"(1)    In   general.— For   purposes    of  this 
part  the  term    qualified  small  issue  bond' 
means  any  bond  issued  as  part  of  an  issue 
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the  aggrtf/ate  authorized  face  amount  of 
which  is  tl.000,000  or  less  ond  95  percent  or 
more  of  the  net  proceeds  of  which  are  to  be 
used— 

"(A)  for  the  acquisition,  construction,  re- 
construction, or  improvement  of  land  or 
property  of  a  character  suttject  to  the  allow- 
ance for  depreciation,  or 

"(B)  to  redeem  part  or  aU  of  a  prior  issue 
which  was  issued  for  purposes  described  in 
subparagraph  (A)  or  this  subparagraph 

"(2)  Certain  prior  issues  taken  into  ac- 
count.—If— 

"(AJ  the  proceeds  of  2  or  more  issues  of 
bonds  (whether  or  not  the  issuer  of  each 
such  issue  is  the  same)  are  or  will  be  used 
primarily  with  respect  to  facilities  located 
in  the  same  incorporated  municipality  or 
located  in  the  same  county  (but  not  in  any 
incorporated  municipality), 

"(B)  the  principal  user  of  such  facilities  is 
or  will  6e  the  same  person  or  2  or  more  relat- 
ed persons,  and 

"(C)  but  for  this  paragraph,  paragraph  (1) 
(or  the  corresponding  provision  of  prior 
law)  would  apply  to  each  such  issue, 
then,  for  purposes  of  paragraph  (1),  in  deter- 
mining the  aggregate  face  amount  of  any 
later  issue  there  shall  be  taken  into  account 
the  aggregate  face  amount  of  tax-exempt 
bonds  issued  under  aU  prior  such  issues  and 
outstanding  at  the  time  of  such  later  issue 
(not  including  as  outstanding  any  bond 
which  is  to  be  redeemed  (other  than  in  an 
advance  refunding)  from  the  net  proceeds  of 
the  later  issue). 

"(3)  Related  persons.— For  purposes  of 
this  subsection,  a  person  is  a  related  person 
to  another  person  if— 

"(A)  the  relationship  between  such  persons 
would  result  in  a  disallowance  of  losses 
under  section  267  or  707(b),  or 

"(B)  such  persons  are  members  of  the  same 
controlled  group  of  corporations  (as  defined 
in  section  lS63(a),  except  that  'more  than  50 
percent'  shall  be  substituted  for  'at  least  80 
percent' each  place  it  appears  therein). 

"(4)  910,000,000  umit  in  certain  cases.— 

"(A)  In  aENERAi.—At  the  election  of  the 
issuer  with  respect  to  any  issue,  this  subsec- 
tion shall  be  applied— 

"(i)  by  substituting  '$10,000,000'  for 
'tl,000,000'  in  paragraph  (1),  and 

"(ii)  in  determining  the  aggregate  face 
amount  of  such  issue,  by  talcing  into  ac- 
count not  only  the  amount  described  in 
paragraph  (2),  but  also  the  aggregate 
amount  of  capital  expenditures  with  respect 
to  facilities  described  in  subparagraph  (B) 
paid  or  incurred  during  the  6-year  period  be- 
ginning 3  years  before  the  date  of  such  issue 
and  ending  3  years  after  such  date  (and  fi- 
nanced otherwise  than  out  of  the  proceeds  of 
outstaTtding  tax-exempt  issues  to  which 
paragraph  (1)  (or  the  corresponding  provi- 
sion of  prior  law)  applied),  as  if  the  aggre- 
gate amount  of  such  capital  expenditures 
constituted  the  face  amount  of  a  prior  out- 
standing issue  described  in  paragraph  (2). 

"(B)  Facilities  taken  into  account.— For 
purposes  of  subparagraph  (A)(ii),  the  facili- 
ties described  in  this  subparagraph  are  fa- 
cUities- 

"(i)  located  in  the  same  incorporated  mu- 
nicipality or  located  in  the  same  county 
(but  not  in  any  incorporated  municipality), 
and 

"(ii)  the  principal  user  of  which  is  or  will 
be  the  same  person  or  2  or  more  related  per- 
sons. 

For  purposes  of  clause  (i),  the  determination 
of  whether  or  not  facilities  are  located  in  the 
same  governmental  unit  shall  be  made  as  of 
the  date  of  issue  of  the  issue  in  question. 
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"(C)  Certain  capital  expenditures  not 
TAKEN  INTO  account.— For  purposes  of  sulh 
paragraph  (A)(ii),  any  capital  expenditure— 

"(i)  to  replace  property  destroyed  or  dam- 
aged by  fire,  storm,  or  other  casualty,  to  the 
extent  of  the  fair  market  value  of  the  proper- 
ty replaced, 

"(ii)  required  by  a  change  made  after  the 
date  of  issue  of  the  issue  in  question  in  a 
Federal  or  State  law  or  local  ordinance  of 
general  application  or  required  by  a  change 
made  after  such  date  in  rules  and  regula- 
tions of  general  application  issued  under 
such  a  law  or  ordinance, 

"(Hi)  required  by  circumstances  which 
could  not  be  reasonably  foreseen  on  such 
date  of  issue  or  arising  out  of  a  mistake  of 
law  or  fact  (but  the  aggregate  amount  of  ex- 
penditures not  taken  into  account  under 
this  clause  with  respect  to  any  issue  shall 
not  exceed  1 1,000,000),  or 

"(iv)  described  in  clause  (i)  or  (ii)  of  sec- 
tion 41(b)(2)(A)  for  which  a  deduction  was 
allowed  under  section  174(a), 
shall  not  be  taken  into  account 

"(D)  Limitation  on  loss  or  tax  exemp- 
tion.—In  applying  subparagraph  (A)(ii) 
XDith  respect  to  capital  expenditures  made 
after  the  date  of  any  issue,  no  bond  issued  as 
a  part  of  such  issue  shall  cease  to  be  treated 
as  a  qualified  small  issue  bond  by  reason  of 
any  such  expenditure  for  any  period  before 
the  date  on  which  such  expenditure  is  paid 
or  incurred. 

"(E)  Certain  refinancing  issues.— In  the 
case  of  any  issue  described  in  paragraph 
(1)(B),  an  election  may  be  made  under  sub- 
paragraph (A)  of  this  paragraph  only  if  all 
of  the  prior  issues  t>eing  redeemed  are  issues 
to  which  paragraph  (1)  (or  the  correspond- 
ing provision  of  prior  law)  applied.  In  ap- 
plying subparagraph  (A)(ii)  with  respect  to 
such  a  refinancing  issue,  capital  expendi- 
tures shall  be  taken  into  account  only  for 
purposes  of  determining  whether  the  prior 
issues  being  redeemed  qualified  (and  would 
have  continued  to  qualify)  under  paragraph 
(1)  (or  the  corresponding  provision  of  prior 
law). 

"(F)  Aggregate  amount  of  capital  expend- 
itures   WHERE  THERE  IS   URBAN  DEVELOPMENT 

ACTION  GRANT.— In  the  case  of  any  issue  95 
percent  or  more  of  the  net  proceeds  of  which 
are  to  be  used  to  provide  facilities  with  re- 
spect to  which  an  urban  development  action 
grant  has  been  made  under  section  119  of 
the  Housing  and  Community  Development 
Act  of  1974,  capital  expenditures  of  not  to 
exceed  1 10,000,000  shall  not  be  taken  into 
account  for  purposes  of  applying  subpara- 
graph (A)(ii). 

"(5)  Issues  for  residential  purposes.— 
This  subsection  shall  not  apply  to  any  bond 
issued  as  part  of  an  issue  5  percent  or  more 
of  the  net  proceeds  of  which  are  to  be  used 
directly  or  indirectly  to  provide  residential 
real  property  for  family  units. 

"(6)  Limitations  on  treatment  of  bonds  as 
part  of  the  same  issue.— 

"(A)  In  aENERAL.—For  purposes  of  this  sulh 
section,  separate  lots  of  tmnds  which  (but  for 
this  subparagraph)  would  be  treated  as  part 
of  the  same  issue  shall  be  treated  as  separate 
issues  unless  the  proceeds  of  such  lots  are  to 
be  used  with  respect  to  2  or  more  facilities- 

"(i)  which  are  located  in  more  than  1 
State,  or 

"(ii)  which  have,  or  will  have,  as  the  same 
principal  user  the  same  person  or  related 
persons. 

"(B)  Franchises.— For  purposes  of  sub- 
paragraph (A),  a  person  (other  than  a  gov- 
ernmental unit)  shall  be  considered  a  prin- 
cipal user  of  a  facility  if  such  person  (or  a 


group  of  related  persons  which  includes  such 
person)— 

"(i)  guarantees,  arranges,  participates  in. 
or  assists  with  the  issuance  (or  pays  any 
portion  of  the  cost  of  issuance)  of  any  bond 
the  proceeds  of  which  are  to  be  used  to  fi- 
nance or  refinance  such  facility,  and 

"(ii)  provides  any  property,  or  any  fran- 
chise, trademark,  or  trade  name  (within  the 
meaning  of  section  1253),  which  is  to  be 
used  in  connection  with  such  facility. 

"(7)  Subsection  not  to  apply  if  bonds 
issued  with  certain  other  tax-exempt 
bonds.— This  subsection  shall  not  apply  to 
any  bond  issued  as  part  of  an  issue  (other 
than  an  issue  to  which  paragraph  (4)  ap- 
plies) if  the  interest  on  any  other  bond 
which  is  part  of  such  issue  is  excluded  from 
gross  income  under  any  provision  of  law 
other  than  this  subsection. 

"(8)  Restrictions  on  financing  certain  fa- 
cilities.—This  subsection  shall  not  apply  to 
an  issue  if— 

"(A)  more  than  25  percent  of  the  net  pro- 
ceeds of  the  issue  are  to  be  used  to  provide  a 
facility  the  primary  purpose  of  which  is  one 
of  the  following:  retail  food  and  beverage 
services,  automobile  sales  or  service,  or  the 
provision  of  recreation  or  entertainment;  or 

"(B)  any  portion  of  the  proceeds  of  the 
issue  is  to  be  used  to  provide  the  following: 
any  private  or  commercial  golf  course,  coun- 
try club,  massage  parlor,  tennis  club,  skat- 
ing facility  (including  roller  skating,  skate- 
board, and  ice  skating),  racquet  sports  facil- 
ity (including  any  handball  or  racquetbaU 
court),  hot  tub  facility,  suntan  facility,  or 
racetrack 

"(9)  Aggregation  of  issues  with  respect 
to  single  project.— For  purposes  of  this  sub- 
section, 2  or  more  issues  part  or  all  of  the 
net  proceeds  of  which  are  to  be  used  with  re- 
spect to  a  single  building,  an  enclosed  shop- 
ping mall,  or  a  strip  of  offices,  stores,  or 
warehouses  using  substantial  common  fa- 
cilities shall  be  treated  as  1  issue  (and  any 
person  who  is  a  principal  user  with  respect 
to  any  of  such  issues  shall  be  treated  as  a 
principal  user  with  respect  to  the  aggregated 
issue). 

"(10)  Aggregate  umit  per  taxpayer.— 

"(A)  In  general.— This  subsection  shall  not 
apply  to  any  issue  if  the  aggregate  author- 
ized face  amount  of  such  issue  allocated  to 
any  test-period  beneficiary  (when  increased 
by  the  outstanding  tax-exempt  facility-relat- 
ed bonds  of  such  lieneficiary)  exceeds 
$40,000,000. 

"(B)  Outstanding  tax-exempt  facility-re- 
lated BONDS.— 

"(i)  In  OENERAL.—For  purposes  of  applying 
subjHtragraph  (A)  with  respect  to  any  issue, 
the  outstanding  tax-exempt  facility-related 
bonds  of  any  person  who  is  a  test-period 
beneficiary  with  respect  to  such  issue  is  the 
aggregate  amount  of  tax-exempt  bonds  re- 
ferred to  in  clause  (ii)— 

"(I)  which  are  allocated  to  such  benefici- 
ary, and 

"(II)  which  are  outstanding  at  the  time  of 
such  later  issue  (not  including  as  outstand- 
ing any  bond  which  is  to  be  redeemed  (other 
than  in  an  advance  refunding)  from  the  net 
proceeds  of  the  later  issue). 

"(ii)  Bonds  taken  into  account.— For  pur- 
poses of  clause  (i),  the  bonds  referred  to  in 
this  clause  are— 

"(I)  exempt  facility  bonds,  qualified  small 
issue  bonds,  and  qualified  redevelopment 
bonds,  and 

"(ID  industrial  dev^opment  bonds  (as  de- 
fined in  section  103(b)(2),  as  in  effect  on  the 
day  before  the  date  of  the  enactment  of  the 
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Tax  Reform  Act  of  1986)  to  which  section 
141<a)  does  not  apply. 
"(C)  Allocation  of  face  amount  of  issue.— 
"(i>  In  general.— Except  as  otherwise  pro- 
vided in  regulations,  the  portion  of  the  face 
amount  of  an  issue  allocated  to  any  test- 
period  beneficiary  of  a  facility  financed  by 
the  proceeds  of  such  issue  (other  than  an 
owner  of  such  facility)  is  an  amount  which 
bears  the  same  relationship  to  the  entire 
face  amount  of  such  issue  as  the  portion  of 
such  facility  used  by  such  beneficiary  bears 
to  the  entire  facility. 

"(ii)  Owners.— Except  as  otherwise  provid- 
ed in  regulations,  the  portion  of  the  face 
amount  of  an  issue  allocated  to  any  test- 
period  beneficiary  who  is  an  owner  of  a  fa- 
cility financed  by  the  proceeds  of  stich  issue 
is  an  amount  which  bears  the  same  relation- 
ship to  the  entire  face  amount  of  such  issue 
as  the  portion  of  such  facility  owned  by  such 
beneficiary  bears  to  the  entire  facility. 

"(D)  Test-period  beneficiary.— For  pur- 
poses of  this  paragraph,  except  as  provided 
in  regulations,  the  term  'test-period  benefici- 
ary' means  any  person  who  is  an  ovmer  or  a 
principal  user  of  facilities  being  financed  by 
the  issue  at  any  time  during  the  3-year 
period  t)eginning  on  the  later  of— 

"(i)  the  date  such  facilities  were  placed  in 
service,  or 
"(ii)  the  date  of  issue. 

"(E)  Treatment  of  related  persons.— For 
purposes  of  this  paragraph,  all  persons  who 
are  related  (unthin  the  meaning  of  para- 
graph (3))  to  each  other  shall  be  treated  as  1 
person. 

"(11)  Limitation  on  acquisition  of  depre- 
ciable FARM  property.— 

"(A)  In  general.— This  subsection  shall  not 
apply  to  any  issue  if  more  than  S2S0,000  of 
the  net  proceeds  of  such  issue  are  to  be  used 
to  provide  depreciable  farm  property  with 
respect  to  which  the  principal  user  is  or  will 
be  the  same  person  or  2  or  more  related  per- 
sons. 

"(B)  Depreciable  farm  property.— For 
purposes  of  this  paragraph,  the  term  'depre- 
ciable farm  property'  means  property  of  a 
character  subject  to  the  allowance  for  depre- 
ciation which  is  to  be  used  in  a  trade  or 
business  of  farming. 

"(C)  Prior  issues  taken  into  account.— In 
determining  the  amount  of  proceeds  of  an 
issue  to  be  used  as  described  in  subpara- 
graph (A),  there  shall  be  taken  into  account 
the  aggregate  amount  of  each  prior  issue  to 
which  paragraph  (1)  (or  the  corresponding 
provisions  of  prior  law)  applied  which  were 
or  will  be  so  used. 
"(12)  Termination  dates.— 
"(A)  In  oENERAL.—This  subsection  shdU  not 

apviy  to— 

"(i)  any  bond  (other  than  a  bond  described 
in  clause  (ii))  issued  after  December  31, 
198S.  or 

"(ii)  ony  bond  issued  to  refund  a  bond 
issued  on  or  before  such  date  unless— 

"(I)  the  refunding  bond  has  a  maturity 
date  not  later  than  the  maturity  date  of  the 
refunded  Iwnd, 

"(ID  the  amount  of  the  refunding  bond 
does  not  exceed  the  outstanding  amount  of 
the  refunded  bond, 

"(III)  the  interest  rate  on  the  refunding 
bond  is  lower  than  the  interest  rate  on  the 
Tended  borid,  and 

"(IV)  the  net  proceeds  of  the  refunding 
bond  are  used  to  redeem  the  refunded  bond 
not  later  than  90  days  after  the  daU  of  the 
issuance  of  the  refunding  bond. 

"(B)  Bonds  issued  to  finance  manufactur- 

ma   FACtUTJES   AND   FARM   PROPERTY.— In    the 

COM  of  any  bond  issued  as  part  of  an  issue 


95  percent  or  more  of  the  net  proceeds  of 
which  are  to  be  used  to  provide— 
"(i)  any  manufacturing  facility,  or 
"(ii)  any  land  or  property  in  accordance 
with  section  147(c)(2), 

subparagraph  (A)  shall  be  applied  by  substi- 
tuting '1989' for  '1986'. 

"(C)  Manufacturing  facility.— For  pur- 
poses of  this  paragraph,  the  term  'manufac- 
turing facility'  means  any  facility  which  is 
used  in  the  manufacturing  or  production  of 
tangible  personal  property  (including  the 
processing  resulting  in  a  change  in  the  con- 
dition of  such  property).  A  rule  similar  to 
the  rule  of  section  142(b)(2)  shall  apply  for 
purposes  of  the  preceding  sentence. 

"(b)  QuAUFiED  Student  Loan  Bond.— For 
purposes  of  this  part— 

"(1)  In  aENERAL.—The  term  'qualified  stu- 
dent loan  bond'  means  any  bond  issued  as 
part  of  an  issue  the  applicable  percentage  or 
more  of  the  net  proceeds  of  which  are  to  be 
used  directly  or  indirectly  to  make  or  fi- 
nance student  loans  under— 

"(A)  a  program  of  general  application  to 
which  the  Higher  Education  Act  of  1965  ap- 
plies if— 

"(i)  limitations  are  imposed  under  the 
program  on— 

"(I)  the  maximum  amount  of  loans  out- 
standing to  any  student,  and 

"(II)  the  maximum  rate  of  interest  payable 
on  any  loan, 

"(ii)  the  loans  are  directly  or  indirectly 
guaranteed  by  the  Federal  Government, 

"(Hi)  the  financing  of  loans  under  the  pro- 
gram is  not  limited  by  Federal  law  to  the 
proceeds  of  tax-exempt  t>onds,  and 

"(iv)  special  allowance  payments  under 
section  438  of  the  Higher  Education  Act  of 
1965- 

"(I)  are  authorized  to  be  paid  rcith  respect 
to  loans  made  under  the  program,  or 

"(II)  would  be  authorized  to  be  made  with 
respect  to  loans  under  the  program  if  sxich 
loans  were  not  financed  with  the  proceeds  of 
tax-exempt  t>onds,  or 

"(B)  a  program  of  general  application  ap- 
proved by  the  Stale  to  which  part  B  of  title 
IV  of  the  Higher  Education  Act  of  1965  (re- 
lating to  guaranteed  student  loans)  does  not 
apply  if  no  loan  under  such  program  exceeds 
the  difference  between  the  total  cost  of  at- 
tendance and  other  forms  of  student  assist- 
ance (not  including  loans  pursuant  to  sec- 
tion 428B(a)(l)  of  such  Act  (relating  to 
parent  loans)  or  subpart  I  of  part  C  of  title 
VII  of  the  Public  Health  Service  Act  (relat- 
ing to  student  assistance))  for  which  the  stu- 
dent borrower  may  be  eligible  a  bond  issued 
as  part  of  an  issue  shall  be  treated  as  a 
qualified  student  loan  bond  only  if  no  l>ond 
which  is  part  of  such  issue  meets  the  private 
business  tests  of  paragraphs  (1)  and  (2)  of 
section  141(b). 

"(2)  Appuqable  PERCENTAaE.—For  purposes 
of  paragraph  (1).  the  term  'applicable  per- 
centage' means— 

"(A)  90  percent  in  the  case  of  the  program 
descrit>ed  in  paragraph  (1)(A),  and 

"(B)  95  percent  in  the  case  of  the  program 
described  in  paragraph  (1)(B). 

"(3)  Student  borrowers  must  be  resi- 
dents OF  isst/iNG  STATE,  ETC.— A  Student  loan 
shall  be  treated  as  l>eing  made  or  financed 
under  a  program  described  in  paragraph  (1> 
with  respect  to  on  msii«  only  if  the  student 

is — 

"(A)  a  resident  of  the  State  from  which  the 
volume  cap  under  section  146  for  such  loan 
was  derived,  or  .  .    ^^ 

"(B)  enrolled  at  an  educational  institu- 
tion located  in  such  State. 

"(4)  Discrimination  on  basis  of  school  lo- 
cation NOT  PERMrrrED.—A  program  shall  not 


be  treated  as  described  in  paragraph  (1)(A) 
if  such  program  discriminates  on  the  basis 
of  the  location  (in  the  United  States)  of  the 
educational  institution  in  which  the  student 
is  enrolled 

"(c)  Qualified  Redevelopment  Bond.— For 
purposes  of  this  part— 

"(1)  In  oENERAL.—The  term  'qualified  rede- 
velopment bond'  means  any  bond  issued  as 
part  of  an  issue  95  percent  or  more  of  the 
net  proceeds  of  which  are  to  be  used  for  1  or 
more  redevelopment  purposes  in  any  desig- 
nated blighted  area. 

"(2)     AODmONAL     REQUIREMENTS.— A     bond 

shall  not  be  treated  as  a  qualified  redevelop- 
ment bond  unless— 

"(A)  the  issue  described  in  paragraph  (1) 
is  issued  pursuant  to— 

"(i)  a  State  law  which  auUiorizes  the  issu- 
ance of  such  bonds  for  redevelopment  pur- 
poses in  blighted  areas,  and 

"(ii)  a  redevelopment  plan  which  is  adopt- 
ed before  s%ich  issuance  by  the  governing 
body  described  in  paragraph  (4)(A)  with  re- 
spect to  the  designated  blighted  area, 

"(B)(i)  the  payment  of  the  principal  and 
interest  on  such  issue  is  primarily  secured 
by  taxes  of  general  applicatnlity  imposed  by 
a  general  purpose  governmental  unit,  or 

"(ii)  any  increase  in  real  property  tax  rev- 
enues (attributable  to  increases  in  assessed 
value)  t>y  reason  of  the  carrying  out  of  such 
purposes  in  such  area  is  reserved  exclusively 
for  debt  service  on  such  issue  (and  similar 
issues)  to  the  extent  such  increase  does  not 
exceed  such  debt  service, 

"(C)  each  interest  in  real  property  located 
in  such  area— 

"(i)  which  is  acquired  by  a  governmental 
unit  unth  the  proceeds  of  the  issue,  and 

"(ii)  which  is  transferred  to  a  person  oUier 
than  a  governmental  unit, 
is  transferred  for  fair  market  value, 

"(D)  the  financed  area  with  respect  to 
such  issue  meets  the  no  additional  charge  re- 
quirements of  paragraph  (51,  and 

"(E)  the  use  of  the  proceeds  of  the  issue 
meets  the  requirements  of  paragraph  (6). 

"(3)  Redevelopment  purposes.— For  pur- 
poses of  paragraph  (1)— 

"(A)  In  general.— The  term  'redevelopment 
purposes'  means,  with  respect  to  any  desig- 
nated blighted  area— 

"(i)  the  acquisition  (by  a  governmental 
unit  having  the  power  to  exercise  eminent 
domain)  of  real  property  located  in  such 
area, 

"(ii)  the  clearing  and  preparation  for  rede- 
velopment of  land  in  such  area  which  was 
acquired  by  such  governmental  unit, 

"(Hi)  the  r^iabilitation  of  real  property  lo- 
cated in  such  area  which  was  acquired  by 
such  govemTnental  unit,  and 

"(iv)  the  relocation  of  occupants  of  such 
real  property.  

"(B)  New  construction  not  PERMmED.— 

The  term  'redevelopment  purposes'  does  not 
include  the  construction  (other  than  the  re- 
habilitation) of  any  property  or  the  enlarge- 
ment of  an  existing  building. 

"(4)  Designated  bughted  area.— For  pur- 
poses of  this  subsection— 

"(A)  In  general.— The  term  'designated 
blighted  area'  means  any  blighted  area  des- 
ignated by  the  governing  body  of  a  local  gen- 
eral purpose  governmental  unit  in  the  juris- 
diction of  which  such  area  is  located 

"(B)  Bughted  area.— The  term  'l>lighted 
area'  means  any  area  which  the  governing 
body  described  in  subparagraph  (A)  deter- 
mines to  be  a  blighted  area  on  the  basis  of 
the  substantial  presence  of  factors  such  aa 
excessive  vacant  land  on  which  structures 
were    previously    located,    abandoned    or 
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vacant   buildings,    substandard   structures, 
vacancies,  and  delinQuencies  in  payment  of 
real  property  taxes. 
"(C)  Designated  areas  may  not  exceed  20 

PERCENT    or    TOTAL    ASSESSED     VALUE    OF    REAL 
PROPERTY  IN  GOVERNMENT'S  JURISDICTION.— 

"HI  In  general.— An  area  may  be  designat- 
ed t>y  a  governmental  unit  as  a  blighted  area 
only  if  the  designation  percentage  with  re- 
spect to  such  area,  when  added  to  the  desig- 
nation percentages  of  all  other  designated 
blighted  areas  within  the  jurisdiction  of 
such  governmental  unit,  does  not  exceed  20 
percent 

"liil  Designation  percentage.— For  pur- 
poses of  this  subparagraph,  the  term  desig- 
nation percentage'  means,  with  respect  to 
any  area,  the  percentage  (determined  at  the 
time  such  area  is  designated)  which  the  as- 
sessed value  of  real  property  located  in  such 
area  is  of  the  total  assessed  value  of  all  real 
property  located  within  the  jurisdiction  of 
the  governmental  unit  which  designated 
such  area. 

"fiii)  Exception  where  bonds  not  out- 
standing.—The  designation  percentage  of  a 
previously  designated  blighted  area  shall 
not  be  taken  into  account  under  clause  (i)  if 
no  qualified  redevelopment  bond  (or  similar 
bond)  is  or  will  be  outstanding  with  respect 
to  such  area. 

"(D>  Minimum  designated  area.— 

"(i)  In  GENERAL.— Except  as  provided  in 
clause  (ii).  an  area  shall  not  be  treated  as  a 
designated  blighted  area  for  purposes  of  this 
subsection  unless  such  area  is  contiguous 
and  compact  and  its  area  equals  or  exceeds 
100  acres. 

"(ii)    10-ACRE   MINIMUM  IN   CERTAIN   CASES.— 

Clause  (i)  shall  be  applied  by  substituting 
'10  acres' for  100  acres'  if  not  more  than  25 
percent  of  the  financed  area  is  to  be  provid- 
ed (pursuant  to  the  issue  and  all  other  such 
issues)  to  1  person.  For  purposes  of  the  pre- 
ceding sentence,  all  related  persons  (as  de- 
fined in  subsection  (a)'3)>  shall  be  treated  as 
1  person.  For  purposes  of  this  clause,  an 
area  provided  to  a  developer  on  a  short-term 
interim  basis  shall  not  be  treated  as  provid- 
ed to  such  developer. 

"(5)  No  ADDITIONAL  CHARGE  REQUIRE- 
MENTS.—The  financed  area  with  respect  to 
any  issue  meets  the  requirements  of  this 
paragraph  if,  while  any  bond  which  is  part 
of  such  issue  is  outstanding— 

"(A)  no  owner  or  user  of  property  located 
in  the  financed  area  is  subject  to  a  charge  or 
fee  which  similarly  situated  owners  or  users 
of  comparable  property  located  outside  such 
area  are  not  subject,  and 

"(B)  the  assessment  method  or  rate  of  real 
property  taxes  with  respect  to  property  lo- 
cated in  the  financed  area  does  not  differ 
from  the  assessment  method  or  rate  of  real 
property  taxes  with  respect  to  comparable 
property  located  outside  such  area. 
For  purposes  of  the  preceding  sentence,  the 
term  'comparable  property'  means  property 
which  is  of  the  same  type  as  the  property  to 
which  it  is  being  compared  and  which  is  lo- 
cated within  the  jurisdiction  of  the  desig- 
nating governmental  unit 

"(6)  Use  of  proceed.'^^  requirements.— The 
use  of  the  proceeds  of  an  issue  meets  the  re- 
quirements of  this  paragraph  if- 

"(A)  not  more  than  25  percent  of  the  net 
proceeds  of  such  issue  arc  to  be  used  to  pro- 
vide (including  the  provision  of  land  for)  fa- 
cilities descrilxd  in  subsection  (a)(8)  or  sec- 
tion 147(e),  and 

"(B)  no  portion  of  the  proceeds  of  such 
issue  is  to  be  used  to  provide  (including  the 
provision  of  land  for)  any  private  or  com- 
mercial golf  course,  country  club,  massage 
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parlor,  hot  tub  facility,  suntan  facility,  race- 
track or  other  facility  used  for  gambling,  or 
any  store  the  principal  business  of  which  is 
the  sale  of  alcoholic  beverages  for  consump- 
tion off  premises. 

"(7)  Financed  area.— For  purposes  of  this 
subsection,  the  term  'financed  area'  means, 
with  respect  to  any  issue,  the  portion  of  the 
designated  blighted  area  with  respect  to 
which  the  proceeds  of  such  issue  are  to  be 
used. 

"(8)  Restriction  on  acquisition  of  land 
NOT  to  apply.— Section  147(c)  (other  than 
paragraphs  (1)(B)  and  (2)  thereof)  shall  not 
apply  to  any  qualified  redevelopment  bond. 

"SEC.  US.  Ql'ALIFlED  SOKcMJ)  BO.\D. 

"(a)  In  General.— For  purposes  of  this 
part,  except  as  otherwise  provided  in  this 
section,  the  term  'qualified  501(c)(3)  bond' 
means  any  private  activity  bond  issued  as 
part  of  an  issue  if— 

"(1)  all  property  which  is  to  be  provided 
by  the  net  proceeds  of  the  issue  is  to  be 
owned  by  a  501(c)(3)  organization  or  a  gov- 
ernmental unit  and 

"(21  such  bond  would  not  be  a  private  ac- 
tivity bond  if— 

"(A)  501(0(31  organizations  were  treated 
as  governmental  units  with  respect  to  their 
activities  which  do  not  constitute  unrelated 
trades  or  businesses,  determined  by  applying 
section  513(a).  and 

"(B)  paragraphs  (1)  and  (2)  of  section 
141(b)  were  applied  by  substituting  '5  per- 
cent' for  10  percent'  each  place  it  appears 
and  by  substituting  'net  proceeds'  for  'pro- 
ceeds' each  place  it  appears.. 

"(b)  $150,000,000  Limitation  on  Bonds 
Other  Than  Hospital  Bonds.— 

"(1)  In  general.— A  bond  (other  than  a 
qualified  hospital  bond)  shall  not  be  treated 
as  a  qualified  501(c)(3)  bond  if  the  aggregate 
authorized  face  amount  of  the  issue  (of 
which  such  bond  is  a  part)  allocated  to  any 
501(c)(3)  organization  which  is  a  test-period 
beneficiary  (when  increased  by  the  out- 
standing tax-exempt  nonhospital  bonds  of 
such  organization!  exceeds  $150,000,000. 

"(2)  Outstanding  tax-exempt  nonhospital 

BONDS.— 

"(A)  In  general.— For  purposes  of  apply- 
ing paragraph  (1)  with  respect  to  any  issue, 
the  outstanding  tax-exempt  nonhospital 
bonds  of  any  organization  which  is  a  test 
period  beneficiary  with  respect  to  such  issue 
is  the  aggregate  amount  of  tax-exempt  bonds 
referred  to  in  subparagraph  (B)— 

"(i)  which  are  allocated  to  such  organiza- 
tion, and 

"(ii)  which  are  outstanding  at  the  time  of 
such  later  issue  (not  including  as  outstand- 
ing any  bond  which  is  to  be  redeemed  (other 
than  in  an  advance  refunding)  from  the  net 
proceeds  of  the  later  issue). 

"(B)  Bonds  taken  into  account.— For  pur- 
poses of  subparagraph  (A),  the  bonds  re- 
ferred to  in  this  subparagraph  are— 

"(i)  any  qualified  501(c)(3)  bond  other 
than  a  qualified  hospital  bond,  and 

"(ii)  any  bond  to  which  section  141(a) 
does  not  apply  if— 

"(I)  such  bond  would  have  been  an  indus- 
trial development  bond  (as  defined  in  sec- 
tion 103(b),  as  in  effect  on  the  day  before  the 
date  of  the  enactment  of  the  Tax  Reform  Act 
of  1986)  if  501(c)(3)  organizations  were  not 
exempt  persons,  and 

"(II)  such  bond  was  not  described  in  para- 
graph (4),  (5),  or  (6)  of  such  section  103(b) 
(as  in  effect  on  the  date  such  bond  was 
issued). 

"(C)  Only  nonhospital  portion  of  bonds 

TAKEN  INTO  ACCOUNT.— 

"(i)  In  general.— a  bond  shall  be  taken 
into   account   under  subparagraph    (B)(W 
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only  to  the  extent  that  the  proceeds  of  the 
issue  of  which  such  bond  is  a  part  are  not 
used  with  respect  to  a  hospital 

"(ii)  Special  rule.— If  90  percent  or  more 
of  the  net  proceeds  of  an  issue  are  used  with 
respect  to  a  hospital  no  bond  which  is  part 
of  such  issue  shall  be  taken  into  account 
under  subparagraph  (B)(ii). 

"(3)  Aggregation  rule.— For  purposes  of 
this  subsection,  2  or  more  organizations 
under  common  management  or  control  shall 
be  treated  as  1  organization. 

"(4)  Allocation  of  face  amount  of  issue; 
TEST-PERIOD  BENEFICIARY.— Rules  Similar  to 
the  rules  of  subparagraphs  (C)  and  (D)  of 
section  144(a)(10)  shall  apply  for  purposes 
of  this  subsection. 

"(c)  Qualified  Hospital  Bond.— For  pur- 
poses of  this  section,  the  term  'qualified  hos- 
pital bond'  means  any  bond  issued  as  part 
of  an  issue  95  percent  or  more  of  the  net  pro- 
ceeds of  which  are  to  be  used  with  respect  to 
a  hospital 

"(d)  Election  Out— This  section  shaU  not 
apply  to  an  issue  if— 

"(1)  the  issue  elects  not  to  have  this  sec- 
tion apply  to  such  issue,  and 

"(2)  such  issue  is  an  issue  of  exempt  facili- 
ty bonds,  or  qualified  redevelopment  bonds, 
to  which  section  146  applies. 
SEC  us.  VOUME  CAP. 

"(a)  General  Rule.— A  private  activity 
bond  issued  as  part  of  an  issue  meets  the  re- 
quirements of  this  section  if  the  aggregate 
face  amount  of  the  private  activity  bonds 
issued  pursuant  to  such  issue,  when  added 
to  the  aggregate  face  amount  of  tax-exempt 
private  activity  bonds  previously  issued  by 
the  issuing  authority  during  the  calendar 
year,  does  not  exceed  such  authority's 
volume  cap  for  such  calendar  year. 

"(b)  Volume  Cap  for  State  Agencies.— For 
purposes  of  this  section— 

"(1)  In  general.— The  volume  cap  for  any 
agency  of  the  State  authorized  to  issue  tax- 
exempt  private  activity  bonds  for  any  calen- 
dar year  shall  be  50  percent  of  the  State  ceil- 
ing for  such  calendar  year. 

"(2)  Special  rule  where  state  has  more 
THAN  I  agency.— If  more  than  1  agency  of  the 
State  is  authorized  to  issue  tax-exempt  pri- 
vate activity  bonds,  all  such  agencies  shall 
be  treated  as  a  single  agency. 

"(c)  Volume  Cap  for  Other  Issuers.— For 
purposes  of  this  section— 

"(1)  In  general.— The  volume  cap  for  any 
issuing  authority  (other  than  a  State 
agency)  for  any  calendar  year  shall  be  an 
amount  which  bears  the  same  ratio  to  50 
percent  of  the  State  ceiling  for  such  calendar 
year  as— 

"(A)  the  population  of  the  jurisdiction  of 
such  issuing  authority,  bears  to 
"(B)  the  population  of  the  entire  State. 
"(2)  Overlapping  jurisdictions.— For  pur- 
poses of  paragraph  (1)(A),  if  an  area  is 
within  the  jurisdiction  of  2  or  more  govern- 
mental units,  such  area  shall  be  treated  as 
only  within  the  jurisdiction  of  the  unit 
having  jurisdiction  over  the  smallest  geo- 
graphical area  unless  such  unit  agrees  to 
surrender  all  or  part  of  such  jurisdiction  for 
such  calendar  year  to  the  unit  with  overlap- 
ping jurisdiction  which  has  the  next  small- 
est geographical  area. 

"(d)  State  Ceiling.— For  purposes  of  this 
section— 

"(1)  In  general.— The  State  ceiling  appli- 
cable to  any  State  for  any  calendar  year 
shall  be  the  greater  of— 

"(A)  an  amount  equal  to  $75  multiplied  by 
the  State  population,  or 
"(B)  $250,000,000. 
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Subparagraph  (BJ  shall  not  apply  to  any 
possession  of  the  United  States. 

"(2/  Adjustment  AFTER  nsi.—In  the  case  of 
calendar  years  after  1987,   paragraph   (1) 
shall  be  applied  by  substituting— 
"(A)  'tSO'for  't75'.  and 
"(B)  'f  150,000,000'  for  ■$250,000,000'. 
"(3)  Special  rule  for  states  with  consti- 
tutional HOME  RULE  CITIES.— For  purposes  of 
this  section— 

"(A)  In  aENERAL.—The  volume  cap  for  any 
constitutional  home  rule  city  for  any  calen- 
dar year  shall  be  determined  under  para- 
graph (1)  of  subsection  fcJ  by  substituting 
'100  percent' for  '50  percent'. 

"(B)  Coordination  with  other  alloca- 
tions.—In  the  case  of  any  State  which  con- 
tains 1  or  more  constitutional  home  rule 
cities,  for  purposes  of  applying  subsections 
(b)  and  (c)  with  respect  to  issuing  authori- 
ties in  such  State  other  than  constitutional 
home  rule  cities,  the  State  ceiling  for  any 
calendar  year  shall  be  reduced  by  the  aggre- 
gate volume  caps  determined  for  such  year 
for  all  constitutional  home  rule  cities  in 
such  State. 

"(C)  Constitutional  home  rule  crrv.—For 
purposes  of  this  section,  the  term  'constitu- 
tional home  rule  city'  means,  with  respect  to 
any  calendar  year,  any  political  subdivision 
of  a  State  which,  under  a  State  constitution 
which  was  adopted  in  1970  and  effective  on 
July  1,  1971,  had  home  rule  powers  on  the 
1st  day  of  the  calendar  year. 

"(4)  Special  rule  for  possessions  wrm 
populations  of  less  than  the  population  of 
the  least  populous  state.— 

"(A)  In  general.— If  the  population  of  any 
possession  of  the  United  States  for  any  cal- 
endar year  is  less  than  the  population  of  the 
least  populous  State  (other  than  a  posses- 
sion) for  such  calendar  year,  the  limitation 
under  paragraph  (1)(A)  shall  not  be  less 
than  the  amount  determined  under  subpara- 
graph (B)  for  such  calendar  year. 

"(B)    Limitation.— The    limitation    deter- 
mined  under  this  subparagraph,   with   re- 
spect a  possession,  for  any  calendar  year  is 
an  amount  equal  to  the  product  of— 
"(i)  the  fraction— 

"(I)  the  numerator  of  which  is  the  amount 
applicable  under  paragraph  (1)(B)  for  such 
calendar  year,  and 

"(II)  the  denominator  of  which  is  the  State 
population  of  the  least  populous  State  (other 
than  a  possession)  for  such  calendar  year, 
and 

"(ii)  the  population  of  such  possession  for 
such  calendar  year. 

"(e)  State  May  Provide  for  Different  Al- 
location.—For  purposes  of  this  section— 

"(1)  In  general.— Except  as  provided  in 
paragraph  (3),  a  State  may,  by  law  provide  a 
different  formula  for  allocating  the  State 
ceiling  among  the  governmental  units  (or 
other  authorities)  in  such  State  having  au- 
thority to  issue  tax-exempt  private  activity 
bonds. 
"(2)  Interim  authority  for  governor.— 
"(A)  In  GENERAL.-Except  as  otherwise  pro- 
vided in  paragraph  (3),  the  Governor  of  any 
State  may  proclaim  a  different  formula  for 
allocating  the  State  ceiling  among  the  gov- 
ernmental units  (or  other  authorities)  in 
such  State  having  authority  to  issue  private 
activity  bonds. 

"(B)  Termination  of  authority.— The  au- 
thority provided  in  subparagraph  (A)  shall 
not  apply  to  bonds  issued  after  the  earlier 
of- 

"(i)  the  last  day  of  the  1st  calendar  year 
after  1986  during  which  the  legislature  of 
the  State  met  in  regular  session,  or 


"(ii)  the  effective  date  of  any  State  legisla- 
tion with  respect  to  the  allocation  of  the 
State  ceiling. 

"(3)  State  may  not  alter  allocation  to 

CONSTITUTIONAL  HOME  RULE  CITIES.— Except  aS 

otherwise  provided  in  a  State  constitutional 
amendment  (or  law  changing  the  home  rule 
provision  adopted  in  the  manner  provided 
by  the  State  constitution),  the  authority  pro- 
vided in  this  subsection  shall  not  apply  to 
that  portion  of  the  State  ceiling  which  is  al- 
located to  any  constitutional  home  rule  city 
in  the  State  unless  such  city  agrees  to  such 
different  allocation. 

"(f)  Elective  Carryforward  of  Unused 
Limitation  for  Specified  Purpose.— 
"(1)  In  general.— If— 

"(A)  an  issuing  authority's  volume  cap  for 
any  calendar  year  after  1985,  exceeds 

"(B)  the  aggregate  amount  of  tax-exempt 
private  activity  bonds  issued  during  such 
calendar  year  by  such  authority, 
such  authority  may  elect  to  treat  all  (or  any 
portion)  of  suc/i  excess  as  a  carryforward  for 
1  or  more  carryforward  purposes. 

"(2)  Election  must  identify  purpose.— In 
any  election  under  paragraph  (1),  the  issu- 
ing authority  shall— 

"(A)  identify  the  purpose  for  which  the 
carryforward  is  elected,  and 

"(B)  specify  the  portion  of  the  excess  de- 
scribed in  paragraph  (1)  which  is  to  be  a 
carryforward  for  each  such  purpose. 
"(3)  Use  of  carryforward.— 
"(A)  In  general.— If  any  issuing  authority 
elects  a  carryforward  under  paragraph  (1) 
with  respect  to  any  carryforward  purpose, 
any  private  activity  bonds  issued  by  such 
authority  with  respect  to  such  purpose 
during  the  3  calendar  years  following  the 
calendar  year  in  which  the  carryforward 
arose  shall  not  be  taken  into  account  under 
subsection  (a)  to  the  extent  the  amount  of 
such  bonds  does  not  exceed  the  amount  of 
the  carryforward  elected  for  such  purpose. 

"(B)  Order  in  which  carryforward 
USED.— Carryforwards  elected  with  respect  to 
any  purpose  shall  be  used  in  the  order  of  the 
calendar  years  in  which  they  arose. 

"(4)  Election.— Any  election  under  this 
paragraph  (and  any  identification  or  speci- 
fication contained  therein),  once  made, 
shall  be  irrevocable. 

"(5)  Carryforward  purpose.— The  term 
'carryforward  purpose '  means— 

"(A)  the  purpose  of  issuing  bonds  referred 
to  in  one  of  the  clauses  of  section 
141(d)(1)(A), 

"(B)  the  purpose  of  issuing  qualified  mort- 
gage bonds  or  mortgage  credit  certificates, 

•(C)  the  purpose  of  issuing  qualified  stu- 
dent loan  bonds,  and 

"(D)  the  purpose  of  issuing  qualified  rede- 
velopment bonds. 

"(g)  Exception  for  Certain  Bonds.— Only 
for  purposes  of  this  section,  the  term  'pri- 
vate activity  bond'  shall  not  include— 

"(1)  any  qualified  veterans'  mortgage 
bond, 
"(2)  any  qualified  501(c)(3)  bond,  and 
"(3)  any  "exempt  facility  bond  issued  as 
part  of  an  isstte  described  in  paragraph  (1) 
or  (2)  of  section  142(a)  (relating  to  airports 
and  docks  and  wharves). 

"(h)  Exception  for  Government-Owned 
SouD  Waste  Disposal  Facilities.— 

"(1)  In  general.— Only  for  purposes  of  this 
section,  the  term  'private  activity  bond' 
shall  not  include  any  exempt  facility  bond 
described  in  section  142(a)(6)  which  is 
issued  as  part  of  an  issue  if  aU  of  the  proper- 
ty to  be  financed  by  the  net  proceeds  of  such 
issue  is  to  be  owned  by  a  governmental  unit 
"(2)  Safe  harbor  for  determination  of 
government    ownership.— In     determining 


otonership  for  purposes  of  paragraph  (1), 
section  142(b)(1)(B)  shall  apply,  except  that 
a  lease  term  shall  be  treated  as  satisfying 
clause  (ii)  thereof  if  it  is  not  more  than  20 
years. 

"(i)  Treatment  of  Refunding  Issues.— For 
purposes  of  the  volume  cap  imposed  by  this 
section— 

"(1)  In  general.— The  term  'private  activi- 
ty bond '  shall  not  include  any  bond  which  is 
issued  to  refund  another  bond  to  the  extent 
that  the  amount  of  suc/i  bond  does  not 
exceed  the  outstanding  amount  of  the  re- 
funded bond. 

"(2)  Special  rules  for  student  loan 
BONDS.— In  the  case  of  any  qualified  student 
loan  bond,  paragraph  (1)  shall  apply  only  if 
the  maturity  date  of  the  refunding  bond  is 
not  later  than  the  later  of— 

"(A)  the  maturity  date  of  the  bond  to  be  re- 
funded, or 

"(B)  the  date  17  years  after  the  date  on 
which  the  refunded  bond  was  issued  (or  in 
the  case  of  a  senes  of  refundings,  the  date  on 
which  the  original  bond  was  issued). 

"(3)  Special  rules  for  quaufied  mortgage 
BONDS.— In  the  case  of  any  qualified  mort- 
gage bond,  paragraph  (II  shall  apply  only  if 
the  maturity  date  of  the  refunding  bond  is 
not  later  than  the  later  of— 

"(A)  the  maturity  date  of  the  bond  to  be  re- 
funded, or 

"(B)  the  date  32  years  after  the  date  on 
which  the  refunded  bond  was  issued  (or  in 
the  case  of  a  series  of  refundings,  the  date  on 
which  the  original  bond  was  issued). 

"(4)  Exception  for  advance  refunding.— 
This  subsection  shall  not  apply  to  any  bond 
issued  to  advance  refund  another  bond. 

"(j)  Population.— For  purposes  of  this  sec- 
tion, determinations  of  the  population  of 
any  State  (or  issuing  authority)  shall  be 
made  with  respect  to  any  calendar  year  on 
the  basis  of  the  most  recent  census  estimate 
of  the  resident  population  of  such  State  (or 
issuing  authority)  released  by  the  Bureau  of 
CeTisus  before  the  beginning  of  such  calen- 
dar year. 

"(k)  Facility  Must  Be  Located  Within 
State.— 

"(1)  In  GENERAL.-Except  as  provided  in 
paragraph  (2),  no  portion  of  the  State  ceil- 
ing applicable  to  any  State  for  any  calendar 
year  may  be  used  with  respect  to  financing 
for  a  facility  located  outside  such  State. 
"(2)    Exception    for    certain    facilities 

WHERE  state   will  GET  PROPORTIONATE  SHARE 

OF  BENEFITS.— Paragraph  (1)  shall  not  apply 
to  any  exempt  facility  bond  described  in 
paragraph  (4),  (5),  (6),  or  (10)  of  section 
142(a)  if  the  issuer  establishes  that  the 
State's  share  of  the  use  of  the  facility  (or  its 
output)  will  equal  or  exceed  the  State's  share 
of  the  private  activity  bonds  issued  to  fi- 
nance the  facility. 

"(I)  Issuer  of  Quaufied  Scholarship 
Funding  Bonds.— In  the  case  of  a  qualified 
scholarship  funding  bond,  sxich  bond  shall 
be  treated  for  purposes  of  this  section  as 
issued  by  a  State  or  local  issuing  authority 
(whichever  is  appropriate). 

"(m)  Treatment  of  Amounts  Allocated  to 
Private  Activity  Portion  or  Government 
Use  Bonds.— 

"(1)  In  general.— T%e  volume  cap  of  an 
issuer  shall  be  reduced  by  the  amount  allo- 
cated by  the  issuer  to  an  issue  under  section 
141(b)(5). 

"(2)  Advance  refundings.— Except  as  oth- 
erwUe  provided  by  the  Secretary,  any  ad- 
vance refunding  of  any  part  of  an  issue  to 
which  an  amount  was  allocated  under  sec- 
tion 141(b)(5)  (or  would  have  been  allocated 
if  such  section  applied  to  such  issue)  shall 
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be  taken  into  account  under  this  section  to 
the  extent  of  the  amount  of  the  volume  cap 
which  VMS  (or  wouU  have  been)  so  allocat- 
eO. 

"(n)     REDVCnON    FOR     MORTOAOE     CREDIT 

CxKTtncATss,  Etc.— The  volume  cap  of  any 
issuing  authority  for  any  calendar  year 
shall  be  reduced  by  the  sum  of— 

"(It  the  amount  of  qualified  mortgage 
bonds  which  such  authority  elects  not  to 
issue  under  section  2i(c)(2)(Ami)  during 
such  year,  plus 

"(2)  the  amount  of  any  reduction  in  such 
ceiling  under  section  2S(f)  applicable  to 
such  authority  for  such  year. 

'SEC  H7.  OTHER  REQUIREMENTS  APPUCABLE  TO 
CERTAIN  PRIVA  TE  A  CTIVITY  BONDS, 
"(a)  SUBSTAMTIAL  USER  REQUIREMENT.— 

"(1)  In  osneral.— Except  as  provided  in 
subsection  (hJ,  a  private  activity  bond  shall 
not  be  a  qualified  bond  for  any  period 
during  which  it  is  field  by  a  person  who  is  a 
substantial  user  of  the  facilities  or  by  a  re- 
lated person  of  such  a  substantial  user. 

"(2)  Related  person.— For  purposes  of 
paragraph  (1),  the  following  shall  be  treated 
as  related  persons— 

"(A)  2  or  more  persons  if  the  relationship 
between  such  persons  would  result  in  a  dis- 
allowoTice  of  losses  under  section  267  or 
707(bJ, 

"(B)  2  or  more  persons  which  are  members 
of  the  same  controlled  group  of  corporations 
(as  defined  in  section  lS63(aJ,  except  that 
"more  than  SO  percent'  shall  be  substituted 
for  'at  least  80  percent'  each  place  it  appears 
therein), 

"(C)  a  partnership  and  each  of  its  part- 
ners (and  their  spouses  and  minor  children), 
and 

"(D)  an  S  corporation  and  each  of  its 
shareholders  (and  their  spouses  and  minor 
children). 

"(b)  Maturity  May  Not  Exceed  120  Per- 
cent or  Economic  Life.— 

"(J)  General  rule.— Except  as  provided  in 
subsection  (h).  a  private  activity  bond  shall 
not  be  a  qualified  bond  if  it  is  issued  as  part 
of  an  issue  and— 

"(A)  the  average  maturity  of  the  bonds 
issued  as  part  of  such  issxce,  exceeds 

"(B)  120  percent  of  the  average  reasonably 
expected  economic  life  of  the  facilities  being 
financed  with  the  iiet  proceeds  of  such  issue. 
"(2)  Determination  of  AVERAOES.-For  pur- 
poses of  paragraph  (1)— 

"(A)  the  average  maturity  of  any  issue 
shall  be  determined  by  taking  into  account 
the  respective  issue  prices  of  the  bonds 
issued  as  part  of  such  issue,  and 

"(B)  the  average  reasonably  expected  eco- 
nomic life  of  the  facilities  being  financed 
with  any  issue  shall  be  determined  by  talcing 
into  account  the  respective  cost  of  such  fa- 
cUities. 
"(3)  Special  rules.— 

"(A)  Determination  of  economic  life.— For 
purposes  of  this  subsection,  the  reasonably 
expected  economic  life  of  any  facility  shall 
be  determined  as  of  the  later  of— 

"(i)  the  date  on  which  the  bonds  are 
issued,  or 

"Hi)  the  daU  on  which  the  facUity  « 

placed  in  service  (or  expected  to  be  placed  in 

service). 

"(B)  Treatment  OF  LAND.— 

"(i)  Land  mot  taken  into  account.— Except 

as  provided  in  clause  (ii),  land  shall  not  be 

taken  into  account  under  paragraph  (1)(B). 

"(ii)  Issues  where  2s  percent  or  more  of 

PROCEEDS  USED  TO  FINANCE  LAND.— If  2S  per- 
cent or  more  of  the  net  proceeds  of  any  issue 
it  to  be  used  to  finance  land,  such  land  shall 
be  taken   into  account   under  paragraph 
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(1)(B)  and  shall  be  treated  as  having  an  eco- 
nomic life  of  30  years. 

"(4)  Special  rule  for  pooled  financing  of 
soncitj)  oroanization.- 

"(A)  In  general.— At  the  election  of  the 
issuer,  a  qualified  S01(c)(3)  bond  shaU  be 
treated  as  meeting  the  requirements  of  para- 
graph (1)  if  such  bond  meets  the  require- 
ments of  subparagraph  (B). 

"(B)  REQVIREMENTS.—A  qualified  501(c)(3) 
bond  meets  the  requirements  of  this  sulh 
paragraph  if— 

"(i)  95  percent  or  more  of  the  net  proceeds 
of  the  issue  of  which  such  bond  is  a  part  are 
to  be  used  to  make  or  finance  loans  to  2  or 
more  501(c)(3)  organizations  or  governmen- 
tal units  for  acquisition  of  property  to  be 
used  by  such  organisations, 

"(ii)  each  loan  described  in  clause  (i)  sat- 
isfies the  requirements  of  paragraph  (1)  (de- 
termined by  treating  each  loan  as  a  separate 
issue). 

"(Hi)  before  such  bond  is  issued,  a  demand 
survey  was  conducUd  which  shows  a 
demand  for  financing  greater  than  an 
amount  equal  to  120  percent  of  the  lendable 
proceeds  of  such  issue,  and 

"(iv)  95  percent  or  more  of  the  net  pro- 
ceeds of  such  issue  are  to  be  loaned  to 
501(c)(3)  organizations  or  governmental 
units  within  1  year  of  issuance  and,  to  the 
extent  there  are  any  unspent  proceeds  after 
such  1-year  period,  bonds  issued  as  part  of 
such  issue  are  to  be  redeemed  as  soon  as  pos- 
sible thereafter  (and  in  no  event  later  than 
18  months  after  issuance). 
A  bond  shall  not  meet  the  requirements  of 
this  subparagraph  if  the  maturity  date  of 
any  bond  issued  as  part  of  such  issue  is 
more  than  30  years  after  the  date  on  which 
the  bond  was  issued  (or,  in  the  case  of  a  re- 
funding or  series  of  refundings,  the  date  on 
which  the  original  bond  was  issued). 

"(5)  Special  rule  for  certain  fha  insured 
LOANS.— Paragraph  (1)  shall  not  apply  to  any 
bond  issued  as  part  of  an  issue  95  percent  or 
more  of  the  net  proceeds  of  which  are  to  be 
used  to  finance  mortgage  loans  insured 
under  FHA  242  or  under  a  similar  Federal 
Housing  Administration  program  (as  in 
effect  on  the  date  of  the  enactment  of  the 
Tax  Reform  Act  of  1986)  where  the  loan  Urm 
approved  by  such  Administration  plus  the 
maximum  maturity  of  debentures  which 
could  be  issued  by  such  Administration  in 
satisfaction  of  its  obligations  exceeds  the 
term  permitted  under  paragraph  (1). 

"(c)  Limitation  on  Use  for  Land  Acquisi- 
tion.- 

"(1)  In  general.— Except  as  provided  in 
sultsection  (h),  a  private  activity  liond  shall 
not  be  a  qualified  bond  if— 

"(A)  it  is  issued  as  part  of  an  issue  and  25 
percent  or  more  of  the  net  proceeds  of  such 
issue  are  to  be  used  (directly  or  indirectly) 
for  the  acquisition  of  land  (or  an  interest 
therein),  or 

"(B)  any  portion  of  the  proceeds  of  such 
issue  is  to  be  used  (directly  or  indirectly)  for 
the  acquisition  of  land  (or  an  interest  there- 
in) to  be  used  for  farming  purposes. 
"(2)  Exception  for  first-time  farmers.— 
"(A)  In  general.— If  the  requiremenU  of 
subparagraph  (B)  are  met  with  respect  to 
any  land,  paragraph  (1)  shaU  not  apply  to 
such  land,  and  subsection  (d)  shall  not 
apply  to  property  to  6c  used  thereon  farming 
purposes,  but  only  to  the  extent  of  expendi- 
tures (financed  unth  the  proceeds  of  the 
issue)  not  in  excess  of  $250,000. 

"(B)  Acquisition  by  first-time  farmers.— 
The  requirements  of  this  subparagraph  are 
met  with  respect  to  any  land  if- 

"(i)  sxtch  land  is  to  be  used  for  farming 
purposes,  and 
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"(ii)  such  land  is  to  be  acquired  by  an  in- 
dividual who  is  a  first-time  farmer,  who  will 
be  the  principal  user  of  such  land,  and  who 
will  materially  and  substantially  partici- 
pate on  the  farm  of  which  such  land  is  a 
part  in  the  operation  of  such  farm. 

"(C)  First-time  farmer.— For  purposes  of 
this  paragraph— 

"(i)  In  general.— The  term  'first-time 
farmer'  means  any  individual  if  such  indi- 
vidual— 

"(I)  has  not  at  any  time  had  any  direct  or 
indirect  ownership  interest  in  substantial 
farmland  in  the  operation  of  which  such  in- 
dividual materially  participated,  and 

"(II)  has  not  received  financing  under  this 
paragraph  in  an  amount  which,  when  added 
to  the  financing  to  be  provided  under  this 
paragraph,  exceeds  $250,000. 

"(ii)  Aggregation  rules.— Any  ownership 
or  material  participation,  or  financing  re- 
ceived, by  an  individual's  spouse  or  minor 
child  shall  be  treated  as  ownership  and  ma- 
terial participation,  or  financing  received, 
by  the  individual 

"(Hi)  Insolvent  farmer.— For  purposes  of 
clause  (i),  farmland  which  was  previously 
owned  by  the  individual  and  was  disposed 
of  while  such  individual  was  insolvent  shall 
be  disregarded  if  section  108  applied  to  in- 
debtedness with  respect  to  such  farmland 

"(D)  Farm.— For  purposes  of  this  para- 
graph,  the  term  'farm'  has  the  meaning 
given  such  term  by  section  6420(c)(2). 

"(E)  Substantial  farmland.— For  purposes 
of  this  paragraph  the  term  'substantial 
farmland'  means  any  parcel  of  land  unless— 
"(i)  such  parcel  is  smaller  than  IS  percent 
of  the  median  size  of  a  farm  in  the  county  in 
which  such  parcel  is  located,  and 

"(ii)  the  fair  market  value  of  the  land  does 
not  at  any  time  while  held  by  the  individual 
exceed  $125,000. 

"(F)  Used  equipment  limitation.— For  pur- 
poses of  this  paragraph  in  no  event  may  the 
amount  of  financing  provided  by  reason  of 
this  paragraph  to  a  first-time  farmer  for  per- 
sonal property— 

"(i)  of  a  character  subject  to  the  allowance 
for  depreciation, 

"(ii)  the  original  use  of  which  does  not 
begin  loith  such  farmer,  and 

"(Hi)  which  is  to  be  used  for  farming  pur- 
poses, 

exceed  $62,500.  A  rule  similar  to  the  rule  of 
subparagraph  (C)(ii)  shall  apply  for  pur- 
poses of  the  preceding  sentence. 

"(3)  Exception  for  certain  land  acquired 
FOR  environmental  purposes,  etc.— Any  land 
acquired  by  a  governmental  unit  (or  issuing 
authority)  in  connection  with  an  airport, 
mass  commuting  facility,  dock,  or  wharf 
shall  not  be  taken  into  account  under  para- 
graph  (1)  if— 

"(A)  such  land  is  acquired  for  noise  abate- 
ment or  wetland  preservation,  or  for  future 
use  as  an  airport,  mass  commuting  facility, 
dock,  or  wharf,  and 

"(B)  there  is  not  other  significant  use  of 
such  lajuL 

"(d)  Acquisition  of  ExjsTma  Property 
Not  PERMriTED.- 

"(1)  In  general.— Except  as  provided  in 
subsection  (h),  a  private  activity  bond  shall 
not  be  a  qualified  bond  if  issued  as  part  of 
an  issue  and  any  portion  of  the  net  proceeds 
of  such  issue  is  to  be  used  for  the  acquisition 
of  any  property  (or  an  interest  therein) 
unless  the  1st  use  of  such  property  is  jmrsu- 
ant  to  such  acquisitioru 

"(2)  Exception  for  certain  rehabiuta- 
tions.— Paragraph  (1)  shall  not  apply  with 
respect  to  any  building  (and  the  equipment 
therefor)  if— 
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"(A)  the  rehabilitation  expenditures  with 
respect  to  such  building,  eirual  or  exceed 

"(B)  IS  percent  of  the  portion  of  the  cost  of 
acquiring  such  building  (and  eouipment)  fi- 
nanced with  the  net  proceeds  of  the  issue. 
A  rule  similar  to  the  rule  of  the  preceding 
sentence  shall  apply  in  the  case  of  structures 
other  than  a  building  except  that  suftpora- 
grop/t  (B)  shall  be  applied  by  substituting 
'100  percent' for  'IS  percent'. 

"(3t      REHABlUTATtON      EXPENDITURES.— For 

purposes  of  this  subsection— 

"(A)  In  general.— Except  as  provided  in 
this  paragraph,  the  term  'rehabilitation  ex- 
penditures' means  any  amount  properly 
chargeable  to  capital  account  which  is  in- 
curred by  the  person  acquiring  the  building 
for  property  (or  additions  or  improvements 
to  property)  in  connection  with  the  rehabili- 
tation of  a  building.  In  the  case  of  an  inte- 
grated operation  contained  in  a  building 
before  its  acquisition,  such  term  includes  re- 
habilitating existing  equipment  in  such 
building  or  replacing  it  with  equipment 
having  substantially  the  same  function.  For 
purposes  of  this  subparagraph,  any  amount 
incurred  by  a  successor  to  the  person  acquir- 
ing the  building  or  by  the  seller  under  a 
sales  contract  with  such  person  shall  be 
treated  as  incurred  by  such  persoru 

"(B)  Certain  expenditures  not  includ- 
ed.—The  term  'rehabilitation  expenditures' 
does  not  include  any  expenditure  described 
in  section  48(g)(2)(B). 

"(C)  Period  during  which  expenditures 
MUST  BE  incurred.— The  term  'rehabilitation 
expenditures'  shall  not  include  any  amount 
which  is  incurred  after  the  date  2  years  after 
the  later  of— 

"(i)  the  date  on  which  the  building  was  ac- 
quired, or 

"(ii)  the  date  on  which  the  bond  was 
issued. 

"(4)  Special  rule  roR  certain  projects.— 
In  the  case  of  a  project  involving  2  or  mare 
buildings,  this  subsection  shall  be  applied 
on  a  project  basis. 

"(e)  No  Portion  or  Bonds  May  Be  Issued 
roR  Skyboxes,  Airplanes,  Gambuno  Estab- 
lishments, Etc.— A  private  activity  bond 
shall  not  be  treated  as  a  qualified  bond  if 
issued  as  part  of  an  issue  and  any  portion  of 
the  proceeds  of  such  issue  is  to  be  used  to 
provide  any  airplane,  skybox  or  other  pri- 
vate luxury  box,  health  club  facility,  facility 
primarily  used  for  gambling,  or  store  the 
principal  business  of  which  is  the  sale  of  al- 
coholic beverages  for  consumption  off  prem- 
ises, 

"(f)  PuBuc  Approval  Required  for  Pri- 
vate Activity  Bonds.— 

"(1)  In  OENERAL.—A  private  activity  bond 
shall  not  be  a  qualified  bond  unless  such 
bond  satisfies  the  requirements  of  paragraph 
(2). 

"(2)  PUBUC  APPROVAL  REQUIREMENT.— 

"(A)  In  oenerau-A  bond  shall  satisfy  the 
requiremenU  of  thU  paragraph  if  such  bond 
is  issued  as  a  part  of  an  issue  which  has 
been  approved  by— 

"(i)  the  governmental  unit— 

"(I)  iOiich  issued  such  bond,  or 

"(II)  on  behalf  of  which  such  bond  was 
issued,  and  . 

"(ii)  each  governmental  unit  hatnng  juris- 
diction over  the  area  in  which  any  facility, 
with  respect  to  which  financing  is  to  be  pro- 
vided from  the  net  proceeds  of  such  issue,  is 
located  (except  that  if  more  than  1  govern- 
mental unit  unthin  a  State  has  jurisdiction 
over  the  entire  area  within  »«c/i  State  in 
tohich  such  facilUy  is  located,  only  1  such 
unit  need  approve  such  issue). 

"(B)  Approval  by  a  oovernmental  unit.— 
For  purposes  of  sutiparagmj^  (A),  on  issue 


shall  be  treated  as  having  been  approved  by 
any  governmental  unit  if  such  issue  is  ap- 
proved— 

"(i)  fry  the  applicable  elected  representa- 
tive of  such  governmental  unit  after  a 
public  hearing  following  reasonable  public 
notice,  or 

"(ii)  by  voter  referendum  of  such  govern- 
mental unit 

"(C)  Special  rules  por  approval  or  paciu- 
TY.—If  there  has  been  public  approval  under 
subparagraph  (A)  of  the  pian  for  financing  a 
facility,  such  approval  shall  constitute  ap 
proval  under  subpamgrajA  (A)  for  any 
issue— 

"(i)  which  is  issued  pursuant  to  such  plan 
iDithin  3  years  after  the  date  of  the  1st  issue 
pursuant  to  the  approval,  and 

"(ii)  all  or  substantially  all  of  the  proceeds 
of  which  are  to  be  used  to  finance  such  facil- 
ity or  to  refund  previous  financing  under 
such  plan 

"(D)  Refundino  bonds.— No  approval 
under  subparagraph  (A)  shall  be  necessary 
with  respect  to  any  bond  which  is  issued  to 
refund  (other  than  to  advance  refund)  a 
bond  approved  under  subparagraph  (A)  (or 
treated  as  approved  under  subparagraph 
(O)  unless  the  maturity  date  of  such  bond  is 
later  than  the  maturity  date  of  the  bond  to 
be  refunded, 

"(E)  Appucable  elected  representative.- 
For  purposes  of  this  paragraph— 

"(i)  In  general.— The  term  'applicable 
elected  representative'  mearu  with  respect  to 
any  governmental  unit— 

"(I)  an  elected  legislative  body  of  such 
unit,  or 

"(II)  the  chief  elected  executive  officer,  the 
chief  elected  State  legal  officer  of  the  execu- 
tive branch,  or  any  other  elected  official  of 
sxich  unit  designated  for  purposes  of  this 
paragraph  by  such  chief  eUcted  executive  of- 
ficer or  by  State  law. 

"(ii)  No  APPUCABLE  elected  representa- 
TiVE.—If  (but  for  this  clause)  a  governmental 
unit  has  no  applicabte  elected  representa- 
tive, the  applicabte  etected  representative  for 
purposes  of  clause  (i)  shaU  be  the  applicabte 
etected  representative  of  the  governmental 
unit— 

"(I)  which  is  the  next  higher  governmental 
unit  with  such  a  representative,  and 

"(II)  from  which  the  authority  of  the  gov- 
ernmental unit  with  no  such  representative 
is  derived. 

"(3)  Special  rule  por  approval  or  air- 
ports.—If— 

"(A)  the  proceeds  of  an  issue  aretotx  used 
to  finance  a  facility  or  facilities  located  at 
an  airport,  and 

"(B)  the  governmental  unit  issuing  such 
bonds  is  the  owner  or  operator  of  such  air- 
port, 

such  governmental  unit  shall  be  deemed  to 
be  the  only  governmental  unit  having  juris- 
diction over  such  airport  for  purposes  of 
this  subsection. 

"(g)  Restriction  on  Issuance  Costs  Fi- 
nanced BY  Issue.— 

"(1)  In  general.— a  private  activity  Inmd 
shall  not  be  a  qualifted  bond  if  the  issuance 
costs  financed  by  the  issue  (of  which  such 
bond  is  a  part)  exceed  2  percent  of  the  aggre- 
gate face  amount  of  the  issue. 

"(2)  Special  rule  for  small  mortgage  rev- 
enue BOND  ISSUES.— In  the  case  of  an  issue  of 
qualified  mortgage  bonds  or  qualified  veter- 
ans' mortgage  bonds,  paragraph  (1)  shaU  be 
applied  by  substituting  '3.S  percent'  for  '2 
percent'  if  the  aggregate  authorized  face 
amount  of  the  issue  does  not  exceed 
$20,000,000. 

"(h)  Certain  Rules  Not  To  Apply  to 
MoRTOAGE  Revenue  Bonds,  Qualified  Stu- 


dent Loan  Bonds,  and  Qualified  SOI  (c)(3) 
Bonds.— 
"(1)  Mortgage  revenue  bonds  and  quau- 

FIED  STUDENT  LOAN  BONDS.— SvbseCtionS    (a). 

(b).  (c),  and  (d)  shall  not  apply  to  any  quali- 
fied mortgage  bond,  qualified  veterans' 
mortgage  bond,  or  qualified  student  loan 
bond. 

"(2)     QUAUnED     iOKCKil     BONDS.— SubSCC- 

tUms  (a),  (c),  and  (d)  shall  not  apply  to  any 
qualified  SOI (c)(3)  bond  and  subsection  (e) 
shall  be  applied  as  if  it  did  not  contain 
"health  club  facility'  with  respect  to  such  a' 
bond, 
"Subpart  B— Requirements  Appucable  to 
All  State  and  Local  Bonds 
"Sec  148.  Arbitrage. 

"Sec.  149.  Bonds  must  be  registered  to  be  tax 
exempt;  other  requirements. 

"SEC.  I4H.  ARBITRAGE. 

"(a)  Arbitrage  Bond  Defined.— For  pur- 
poses of  section  103,  the  term  'arbitral 
bond'  means  any  bond  issued  as  part  of  an 
issxte  any  portion  of  the  proceeds  of  which 
are  reasonably  expected  (at  the  time  of  issu- 
ance of  the  bond)  to  6e  used  directly  or  indi- 
rectly— 

"(1)  to  acquire  higher  yielding  invest- 
ments, or 

"(2)  to  replace  funds  which  were  used  di- 
rectly or  indirectly  to  acquire  higher  yield- 
ing investments. 

For  purposes  of  this  subsection,  a  bond  shall 
be  treated  as  an  arbitrage  l>ond  if  the  issuer 
intentionally  uses  any  portion  of  the  pro- 
ceeds of  the  issue  of  which  such  bond  is  a 
part  in  a  manner  described  in  paragraph  (1) 
or  (2). 

"(b)  Higher  Yielding  Investments.— For 
purposes  of  this  section— 

"(1)  In  general— The  term  'higher  yield- 
ing investments'  means  any  investment 
property  which  produces  a  yield  over  the 
term  of  the  issue  which  is  materially  higher 
than  the  yield  on  the  issue. 

"(2)  Investment  property.— The  term  "in- 
vestment property'  means— 

"(A)  any  security  (unthin  the  meaning  of 
section  16S(g)(2)  (A)  or  (B)), 

"(B)  any  obligation, 

"(C)  any  annuity  contract,  or 

"(D)  any  investment-type  property. 
Such  term  shaU  not  include  any  tax-exempt 
ttond. 

"(c)  Temporary  Period  Exception.— 

"(1)  In  general— For  purposes  of  subsec- 
tion (a),  a  iMnd  shall  not  be  treated  as  an 
arbitrage  bond  sotely  by  reason  of  the  fact 
that  the  proceeds  of  the  issue  of  which  such 
bond  is  a  part  may  be  invested  in  higher 
yielding  investments  for  a  reasonabte  tem- 
porary period  until  such  proceeds  are 
needed  for  the  purpose  for  which  such  issue 
was  issued. 

"(2)  Limitation  on  temporary  period  for 
pooled  financings.- 

"(A)  In  general.— The  temporary  period 
referred  to  in  paragraph  (1)  shall  not  exceed 
6  months  with  respect  to  the  proceeds  of  an 
issue  which  are  to  be  used  to  malce  or  fi- 
nance loans  (other  than  nonpurpose  invest- 
ments) to  2  or  more  persons, 

"(B)  Special  rule  for  certain  student 
LOAN  pools.— In  the  case  of  the  proceeds  of 
an  issue  to  be  used  to  malce  or  finance  loans 
under  a  program  described  in  section 
144(b)(1)(A),  subparagraph  (A)  shaU  be  ap- 
plied by  substituting  '18  months'  for  '6 
months'.  The  preceding  sentence  shall  not 
apply  to  any  bond  issued  after  December  31, 
1988. 

"(C)  Shorter  temporary  period  for  loan 
REPAYMENTS,  ETC— Subparagraph  (A)  shall  be 
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applied  by  substituting  '3  months'  for  '6 
months'  with  respect  to  the  proceeds  from 
the  sale  or  repayment  of  any  loan  which  are 
to  be  used  to  make  or  finance  any  loan.  For 
purposes  of  the  preceding  sentence,  a  non- 
purpose  investment  shall  not  be  treated  as  a 
loan. 

"ID)  Exception  for  mortgage  revenue 
BONDS.— This  paragraph  shall  not  apply  to 
any  qualified  mortgage  bond  or  qualified 
veterans'  mortgage  bond. 

"Id)  Special  Rules  for  Reasonably  Re- 
quired Reserve  or  Replacement  Fund.— 

"ID  In  general.— For  purposes  of  subsec- 
tion la),  a  bond  shall  not  be  treated  as  an 
arbitrage  bond  solely  by  reason  of  the  fact 
that  an  amount  of  the  proceeds  of  the  issue 
of  which  such  bond  is  a  part  may  be  invest- 
ed in  higher  yielding  investments  which  are 
part  of  a  reasonably  required  reserve  or  re- 
placement fund.  The  amount  referred  to  in 
the  preceding  sentence  shall  not  exceed  10 
percent  of  the  proceeds  of  such  issue  unless 
the  issuer  establishes  to  the  satisfaction  of 
the  Secretary  that  a  higher  amount  is  neces- 
sary. 

"12)  Limitation  on  amount  in  reserve  or 
replacement  fund  which  may  be  financed  by 
ISSUE.— A  bond  issued  as  part  of  an  issue 
shall  be  treated  as  an  arbitrage  bond  if  the 
amount  of  the  proceeds  from  the  sale  of  such 
issue  which  is  part  of  any  fund  described  in 
paragraph  ID  exceeds  10  percent  of  the  pro- 
ceeds of  the  issue  lor  such  higher  amount 
which  the  issuer  establishes  is  necessary  to 
the  satisfaction  of  the  Secretary). 

"13)  LIMTTATION  on  INVESTMENT  IN  NONPUR- 
POSE  INVESTMENTS.— 

"I A)  In  GENERAL.— a  bond  which  is  part  of 
an  issue  which  does  not  meet  the  require- 
ments of  subparagraph  IB)  shall  be  treated 
as  an  arbitrage  bond. 

"IB)  Requirements.— An  issue  meets  the 
requirements  of  this  subparagraph  only  if— 

"li)  at  no  time  during  any  bond  year  may 
the  amount  invested  in  nonpurpose  invest- 
ments with  a  yield  materially  higher  than 
the  yield  on  the  issue  exceed  150  percent  of 
the  debt  service  on  the  issue  for  the  bond 
year,  and 

"Hi)  the  aggregate  amount  invested  as 
provided  in  clause  li)  is  promptly  and  ap- 
propriately reduced  as  the  amount  of  out- 
standing bonds  of  the  issue  is  reduced  lor,  in 
the  case  of  a  qualified  mortgage  bond  or  a 
qualified  veterans'  mortgage  bond,  as  the 
mortgages  are  repaid). 

"lO  Exceptions  for  temporary  period.— 
Subparagraph  IB)  shall  not  apply  to— 

"li)  proceeds  of  the  issue  invested  for  an 
initial  temporary  period  until  such  proceeds 
are  needed  for  the  governmental  purpose  of 
the  issue,  and 

"Hi)  temporary  investment  periods  related 
to  debt  service. 

"ID)  Debt  service  defined.— For  purposes 
of  this  paragraph  the  debt  service  on  the 
issue  for  any  bond  year  is  the  scheduled 
amount  of  interest  and  amortization  of 
principal  payable  for  such  year  loith  respect 
to  such  issue.  For  purposes  of  the  preceding 
sentence,  there  shall  not  be  taken  into  ac- 
count amounts  scheduled  with  respect  to 
any  bond  which  has  t>een  redeemed  before 
the  beginning  of  the  bond  year. 

"IE)  No  disposition  in  case  of  loss.— This 
paragraph  shall  not  require  the  sale  or  dis- 
position of  any  investment  if  such  sale  or 
disposition  loould  result  in  a  loss  which  ex- 
ceeds the  amount  which  but  for  such  sale  or 
disposition,  would  at  the  time  of  such  sale 
or  disposition— 

"li)  be  paid  to  the  United  States,  or, 

"Hi)  in  the  case  of  a  qualified  mortgage 
bond  or  a  qualified  veterans'  mortgage  bond. 
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be  paid  or  credited  mortgagors  under  sec- 
tion 143lg)l3)IA). 

"IF)  Exception  for  governmental  use 
bonds  and  qualified  soiiciiii  BONDS.— This 
paragraph  shall  not  apply  to  any  bond 
which  is  not  a  private  activity  bond  or 
which  is  a  qualified  501lc)l3)  bond. 

"le)  Minor  Portion  May  Be  Invested  in 
Higher  Yielding  Investments.— Notwith- 
standing subsections  la),  Ic),  and  Id),  a 
bond  issued  as  part  of  an  issue  shall  not  fee 
treated  as  an  arbitrage  bond  solely  by 
reason  of  the  fact  that  an  amount  of  the  pro- 
ceeds of  such  issue  lin  addition  to  the 
amounts  under  subsections  Ic)  and  Id))  is 
invested  in  higher  yielding  investments  if 
such  amount  does  not  exceed  the  lesser  of— 

"ID  5  percent  of  the  proceeds  of  the  issue, 
or 

"12)  $100,000. 

"If)  Required  Rebate  to  the  United 
States.— 

"ID  In  general.— a  bond  which  is  part  of 
an  issue  shall  be  treated  as  an  arbitrage 
bond  if  the  requirements  of  paragraphs  12) 
and  13)  are  not  met  with  respect  to  such 
issue.  The  preceding  sentence  shall  not 
apply  to  any  qualified  mortgage  bond  or 
qualified  veterans'  mortgage  bond. 

"12)  Rebate  to  united  states.— An  issue 
shall  be  treated  as  meeting  the  requirements 
of  this  paragraph  only  if  an  amount  equal 
to  the  sum  of— 

"I A)  the  excess  of— 

"li)  the  amount  earned  on  all  nonpurpose 
investments  lother  than  investments  attrib- 
utable to  an  excess  described  in  this  sub- 
paragraph), over 

"Hi)  the  amount  which  would  have  been 
earned  if  such  nonpurpose  investments  were 
invested  at  a  rate  equal  to  the  yield  on  the 
issue,  plus 

"IB)  any  income  attributable  to  the  excess 
described  in  subparagraph  I  A), 
is  paid  to  the  United  States  by  the  issuer  in 
accordance  with  the  requirements  of  para- 
graph 13). 

"13)  Due  date  of  payments  under  para- 
graph (21.— Except  to  the  extent  provided  by 
the  Secretary,  the  amount  which  is  required 
to  be  paid  to  the  United  States  by  the  issuer 
shall  be  paid  in  installments  which  are 
made  at  least  once  every  5  years.  Each  in- 
stallment shall  be  in  an  amount  which  en- 
sures that  90  percent  of  the  amount  de- 
scribed in  paragraph  12)  with  respect  to  the 
issue  at  the  time  payment  of  such  install- 
ment is  required  will  have  been  paid  to  the 
United  States.  The  last  installment  shall  be 
made  no  later  than  60  days  after  the  day  on 
which  the  last  bond  of  the  issue  is  redeemed 
and  shall  be  in  an  amount  sufficient  to  pay 
the  remaining  balance  of  the  amount  de- 
scribed in  paragraph  12)  with  respect  to 
such  issue. 

"14)  Special  rules  for  applying  paragraph 

l2>.— 

"I A)  In  GENERAL.— In  determining  the  ag- 
gregate amount  earned  on  nonpurpose  in- 
vestments for  purposes  of  paragraph  12)— 

"li)  any  gain  or  loss  on  the  disposition  of 
a  nonpurpose  investment  shall  be  taken  into 
account,  and 

"Hi)  unless  the  issuer  otherwise  elects,  any 
amount  earned  on  a  bona  fide  debt  service 
fund  shall  not  be  taken  into  account  if  the 
gross  earnings  on  such  fund  for  the  bond 
year  is  less  than  $100,000. 

"IB)  Temporary  investments.— Under  reg- 
ulations prescribed  by  the  Secretary— 

"li)  In  general.— An  issue  shall,  for  pur- 
poses of  this  subsection,  be  treated  as  meet- 
ing the  requirements  of  paragraph  12)  if  the 
gross  proceeds  of  such  issue  are  expended  for 


the  governmental  purpose  for  which  the 
issue  was  issued  by  no  later  than  the  day 
which  is  6  months  after  the  date  of  issuance 
of  such  issue.  Gross  proceeds  which  are  held 
in  a  bona  fide  debt  service  fund  shall  not  be 
considered  gross  proceeds  for  purposes  of 
this  subparagraph  only. 

"Hi)  Additional  period  for  certain 
bonds.— 

"ID  In  general.— In  the  case  of  an  issue 
described  in  subclause  III),  clatise  li)  shall 
be  applied  by  substituting  '1  year'  for  '6 
months'  with  respect  to  the  portion  of  the 
proceeds  of  the  issue  which  are  not  expended 
in  accordance  with  clause  li)  if  such  portion 
does  not  exceed  the  lesser  of  5  percent  of  the 
proceeds  of  the  issu£  or  $100,000. 

"Ill)  Issues  to  which  subclause  m  ap- 
plies.—An  issue  is  described  in  this  sub- 
clause if  no  bond  which  is  part  of  such  issue 
is  a  private  activity  bond  lother  than  a 
qualified  501lc)l3)  bond)  or  a  tax  or  revenue 
anticipation  bond. 

"liii)  Safe  harbor  for  determining  when 
proceeds  of  tax  and  revenue  anticipation 
bonds  are  expended.— 

"ID  In  general.— For  purposes  of  clause 
li),  in  the  case  of  an  issue  of  tax  or  revenue 
anticipation  bonds,  the  net  proceeds  of  such 
issue  lincluding  earnings  thereon)  shall  be 
treated  as  expended  for  the  governmental 
purpose  of  the  issue  on  the  1st  day  after  the 
date  of  issuance  that  the  cumulative  cash 
flow  deficit  to  be  financed  by  such  issue  ex- 
ceeds 90  percent  of  the  aggregate  face 
amount  of  such  issue. 

"Ill)  Cumulative  cash  flow  deficit.— For 
purposes  of  subclause  II),  the  term  'cumula- 
tive cash  flow  deficit'  means,  as  of  the  date 
of  computation,  the  excess  of  the  expenses 
paid  during  the  period  described  in  sub- 
clause HID  which  would  ordinarily  be  paid 
out  of  or  financed  by  anticipated  tax  or 
other  revenues  over  the  aggregate  amount 
available  lother  than  from  the  proceeds  of 
the  issue)  during  such  period  for  the  pay- 
ment of  such  expenses. 

"HID  Period  involved.— For  purposes  of 
subclause  HI),  the  period  described  in  this 
subclause  is  the  period  beginning  on  the 
date  of  issuance  of  the  issue  and  ending  on 
the  earliest  of  the  maturity  date  of  the  issue, 
the  date  6  months  after  such  date  of  issu- 
ance, or  the  date  of  the  computation  of  cu- 
mulative cash  flow  deficit 

"IC)  Exception  for  small  governmental 
UNITS.— An  issue  shall,  for  purposes  of  this 
subsection,  fee  treated  as  meeting  the  re- 
quirements of  paragraphs  12)  and  13)  if— 

"li)  the  issue  is  issued  by  a  governmental 
unit  with  general  taxing  powers, 

"Hi)  no  bond  which  is  part  of  such  issue  is 
a  private  activity  bond, 

"liii)  95  percent  or  more  of  the  net  pro- 
ceeds of  such  issue  are  to  be  used  for  local 
governmental  activities  of  the  issuer  lor  of  a 
governmental  unit  the  jurisdiction  of  which 
is  entirely  loithin  the  jurisdiction  of  the 
issuer),  and 

"liv)  the  aggregate  face  amount  of  all  tax- 
exempt  bonds  lother  than  private  activity 
bonds)  issued  by  such  unit  land  all  subordi- 
nate entities  thereof)  during  the  calendar 
year  in  which  such  issue  is  issued  is  not  rea- 
sonably expected  to  exceed  $5,000,000. 
Clause  liv)  shall  not  take  into  account  any 
bond  which  is  not  outstanding  at  the  time  of 
a  later  issue  or  which  is  redeemed  lother 
than  in  an  advance  refunding)  from  the  net 
proceeds  of  the  later  issue. 

"ID)  Exception  for  certain  qualified  stu- 
dent LOAN  BONDS.  — 

"li)  In  general.— In  determining  the  ag- 
gregate amount  earned  on  nonpurpose  in- 
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vestments  acquired  with  gross  proceeds  of 
an  issue  of  bonds  described  in  section 
144(b)(1)(A),  the  amount  earned  from  invest- 
ment of  net  proceeds  of  such  issue  during 
the  initial  temporary  period  under  subsec- 
tion (c)  shall  not  be  taken  into  account  to 
the  extent  that  the  amount  so  earned  is  used 
to  pay  the  reasonable— 

"(I)  administrative  costs  of  such  a  pro- 
gram attributable  to  such  issue  and  the  costs 
of  carrying  such  issue,  and 

"(ID  costs  of  issuing  such  issue, 
but  only  to  the  extent  such  costs  were  fi- 
nanced with  proceeds  of  such  issue  and  for 
which  the  issuer  was  not  reimbursed. 

"(ii)  Only  arbitrage  on  amounts  loaned 

DURING  TEMPORARY  PERIOD  TAKEN  INTO  AC- 
COUNT FOR   ADMINISTRATIVE    COSTS,    ETC.— The 

amount  earned  from  investment  of  net  pro- 
ceeds of  an  issue  during  the  initial  tempo- 
rary period  under  subsection  (c)  shall  be 
taken  into  account  under  clause  (i)(I)  only 
to  the  extent  attributable  to  proceeds  which 
were  used  to  make  or  finance  (not  later  than 
the  close  of  such  period)  student  loans  under 
a  program  described  in  section  144(b)(1)(A). 
"(Hi)  Election.— This  subparagraph  shall 
not  apply  to  any  issue  if  the  issuer  elects  not 
to  have  this  subparagraph  apply  to  such 
issue. 

"(iv)  Termination.— This  subparagraph 
shall  not  apply  to  any  bond  issued  after  De- 
cember 31,  1988. 

"(5)  Exemption  from  gross  income  of  sum 
REBATED.— Gross  income  shall  not  include 
the  sum  described  in  paragraph  (2).  Not- 
withstanding any  other  provision  of  this 
title,  no  deduction  shall  be  allowed  for  any 
amount  paid  to  the  United  States  under 
paragraph  (2). 

"(6)  Definitions.— For  purposes  of  this  sub- 
section and  subsections  (c)  and  (d)— 

"(A)  NoNPURPOSE  INVESTMENT.— The  term 
'nonpurpose  investment'  means  any  invest- 
ment property  which— 

"(i)  is  acquired  with  the  gross  proceeds  of 
an  issue,  and 

"(ii)  is  not  acquired  in  order  to  carry  out 
the  governmental  purpose  of  the  issue. 

"(B)  Gross  proceeds.— Except  as  other- 
vnse  provided  by  the  Secretary,  the  gross 
proceeds  of  an  issue  include— 

"(i)  amounts  received  (including  repay- 
ments of  principal)  as  a  result  of  investing 
the  original  proceeds  of  the  issue,  and 

"(ii)  amounts  to  be  used  to  pay  debt  serv- 
ice on  the  issue. 

"(7)  Penalty  in  lieu  of  loss  of  tax  exemp- 
tion.—In  the  case  of  an  issue  which  would 
(but  for  this  paragraph)  fail  to  meet  the  re- 
quirements of  paragraph  (2)  or  (3),  the  Sec- 
retary may  treat  such  issue  as  not  failing  to 
meet  such  requirements  if— 

"(A)  no  bond  which  is  part  of  such  issue  is 
a  private  activity  bond  (other  than  a  quali- 
fied 501(c)(3)  bond), 

"(B)  the  failure  to  meet  such  requirements 
is  due  to  reasonable  cause  and  not  to  willful 
neglect,  and 

"(C)  the  issuer  pays  to  the  United  States  a 

penalty  in  an  amount  equal  to  the  sum  of— 

"(i)  SO  percent  of  the  amount  which  was 

not  paid  in  accordance  with  paragraphs  (2) 

and  (3),  plus 

"(ii)  interest  (at  the  underpayment  rate  es- 
tablistied  under  section  6621)  on  the  portion 
of  the  amount  which  was  not  paid  on  the 
date  required  under  paragraph  (3)  for  the 
period  beginning  on  such  date. 
The  Secretary  may  waive  all  or  any  portion 
of  the  penalty  under  this  paragraph. 

"(g)  Student  Loan  Incentive  Payments.— 
Except  to  the  extent  otherwise  provided  in 
regulations,  payments  made  by  the  Secre- 


tary of  Education  pursuant  to  section  438  of 
the  Higher  Education  Act  of  1965  are  not  to 
be  taken  into  account,  for  purposes  of  sub- 
section (a)(1),  in  determining  yields  on  stu- 
dent loan  notes. 

"(h)  Determinations  of  Yield.— For  pur- 
poses of  this  section,  the  yield  on  an  issue 
shall  be  determined  on  the  basis  of  the  issue 
price  (within  the  meaning  of  sections  1273 
and  1274). 

"(i)  Regulations.— The  Secretary  shall  pre- 
scribe such  regulations  as  may  be  necessary 
or  appropriate  to  carry  out  the  purposes  of 
this  section. 

"SEC.  149.  BONDS  MVST  BE  REGISTERED  TO  BE  TAX 
EXEMPT;  OTHER  REdtlREME.WS. 

"(a)  Bonds  Must  Be  Registered  To  Be 
Tax  Exempt.— 

"(1)  General  rule.— Nothing  in  section 
103(a)  or  in  any  other  provision  of  law  shall 
be  construed  to  provide  an  exemption  from 
Federal  income  tax  for  interest  on  any  regis- 
tration-required bond  unless  such  bond  is  in 
registered  form. 

"(2)     Registration-required     bond.— For 
purposes  of  paragraph.  (1),  the  term  'regis- 
tration-required   bond'    means    any    bond 
other  than  a  bond  which— 
"(A)  is  not  of  a  type  offered  to  the  public 

"(B)  has  a  maturity  (at  issue)  of  not  more 
than  1  year,  or 

■•(C)  is  described  in  section  163(f)(2)(B). 

"(3)  Special  rules.— 

"(A)  Book  entries  permitted.— For  pur- 
poses of  paragraph  (1),  a  book  entry  bond 
shall  be  treated  as  in  registered  form  if  the 
right  to  the  principal  of,  and  stated  interest 
on,  such  bond  may  be  transferred  only 
through  a  book  entry  consistent  with  regula- 
tions prescribed  by  the  Secretary. 

"(B)  Nominees.— The  Secretary  shall  pre- 
scribe such  regiUations  as  may  be  necessary 
to  carry  out  the  purpose  of  paragraph  d) 
where  there  is  a  nominee  or  chain  of  nomi- 
nees. 

"(b)  Federally  Guaranteed  Bond  Is  Not 
Tax  Exempt.— 

"(1)  In  general.— Section  103(a)  shall  not 
apply  to  any  State  or  local  bond  if  such 
bond  is  federally  guaranteed. 

"(2)  Federally  guaranteed  defined.— For 
purposes  of  paragraph  (1),  a  bond  is  federal- 
ly guaranteed  if— 

"(A)  the  payment  of  principal  or  interest 
with  respect  to  such  bond  is  guaranteed  (in 
whole  or  in  part)  by  the  United  States  (or 
any  agency  or  instrumentality  thereof), 

"(B)  such  bond  is  issued  as  part  of  an 
issue  and  5  percent  or  more  of  the  proceeds 
of  such  issue  is  to  be— 

"(i)  used  in  making  loans  the  payment  of 
principal  or  interest  with  respect  to  which 
are  to  be  guaranteed  (in  whole  or  in  part)  by 
the  United  States  (or  any  agency  or  instru- 
mentality thereof),  or 

"(ii)  invested  (directly  or  indirectly)  in 
federally  insured  deposits  or  accounts,  or 

"(C)  the  payment  of  principal  or  interest 
on  such  bond  is  otherwise  indirectly  guaran- 
teed (in  whole  or  in  part)  by  the  United 
States  (or  an  agency  or  instrumentality 
thereof). 

"(3)  Exceptions.— 

"(A)  Certain  insurance  programs.— A  bond 
shall  not  be  treated  as  federally  guaranteed 
by  reason  of— 

"(i)  any  guarantee  by  the  Federal  Housing 
Administration,  the  Veterans'  Administra- 
tion, the  Federal  National  Mortgage  Associa- 
tion, the  Federal  Home  Loan  Mortgage  Cor- 
poration, or  the  Government  National  Mort- 
gage Association, 

"(ii)  any  guarantee  of  student  loans  and 
any  guarantee  by  the  Student  Loan  Market 
ing  Association  to  finance  student  loaris,  or 


"(Hi)  any  guarantee  by  the  Bonneville 
Power  Authority  pursuant  to  the  Northwest 
Power  Aet  (16  U.S.C.  839d)  as  in  effect  on 
the  date  of  the  enactment  of  the  Tax  Reform 
Act  of  1984  uHth  respect  to  any  bond  issued 
before  July  1,  1989. 

"(B)  Debt  service,  etc.— Paragraph  (1) 
shall  not  apply  to— 

"(i)  proceeds  of  the  issue  invested  for  an 
initial  temporary  period  until  such  proceeds 
are  needed  for  the  purpose  for  which  such 
issue  was  issued, 

"(ii)  investments  of  a  bona  fide  debt  serv- 
ice fund, 

"(Hi)  investments  of  a  reserve  which  meet 
the  requirements  of  section  148(d), 

"(iv)  investments  in  bonds  issued  by  the 
United  States  Treasury,  or 

"(V)  other  investments  permitted  under 
regulations. 

"(C)  Exception  for  housing  programs.— 

"(i)  In  general.— Except  as  provided  in 
clause  (ii),  paragraph  (1)  shall  not  apply 
to- 

"(I)  a  private  activity  bond  for  a  qualified 
residential  rental  project  or  a  housing  pro- 
gram obligation  under  section  11(b)  of  the 
United  States  Housing  Act  of  1937, 

"(II)  a  qualified  mortgage  bond,  or 

"(III)  a  qualified  veterans'  mortgage  bond. 

"(ii)  Exception  not  to  apply  where  bond 
invested  in  federally  insured  deposits  or 
ACCOUNTS.— Clause  (i)  shall  not  apply  to  any 
bond  which  is  federally  guaranteed  within 
the  meaning  of  paragraph  (2)(B)(ii). 

"(D)  Loans  to,  or  guarantees  by,  finan- 
cial INSTITUTIONS.— Except  as  provided  in 
paragraph  (2)(B)(ii).  a  bond  which  is  issxied 
as  part  of  an  issue  shall  not  be  treated  as 
federally  guaranteed  merely  by  reason  of  the 
fact  that  the  proceeds  of  such  issue  are  used 
in  making  loans  to  a  financial  institution 
or  there  is  a  guarantee  by  a  financial  insti- 
tution unless  such  guarantee  constitutes  a 
federally  insured  deposit  or  account 

"(4)  Definitions.— For  purposes  of  this  sub- 
section— 

"(A)  Treatment  of  certain  entities  with 

AUTHORITY  TO  BORROW  FROM  UNITED  STATES.— 

To  the  extent  provided  in  regulations  pre- 
scribed by  the  Secretary,  any  entity  with 
statutory  authority  to  borrow  from  the 
United  States  shall  be  treated  as  an  instru- 
mentality of  the  United  States.  Except  in  the 
case  of  an  exempt  facility  bond,  a  qualified 
small  issue  bond,  a  qualified  student  loan 
bond,  and  a  qualified  redevelopment  bond, 
nothing  in  the  preceding  sentence  shall  be 
construed  as  treating  the  District  of  Colum- 
bia or  any  possession  of  the  United  States  as 
an  instrumentality  of  the  United  States. 

"(B)  Federally  insured  deposit  or  ac- 
count.—The  term  'federally  insured  deposit 
or  account'  means  any  deposit  or  account  in 
a  financial  institution  to  the  extent  such  de- 
posit or  account  is  insured  under  Federal 
law  by  the  Federal  Deposit  Insurance  Corpo- 
ration, the  Federal  Savings  and  Loan  Insur- 
ance Corporation,  the  National  Credit 
Union  Administration,  or  any  similar  feder- 
'iUly  chartered  corporation. 

"(c)  Tax  Exemption  Must  Be  Derived 
From  This  Title.— 

"(1)  General  rule.— Except  as  provided  in 
paragraph  (2),  no  interest  on  any  bond  shall 
be  exempt  from  taxation  under  this  title 
unless  such  interest  is  exempt  from  tax 
under  this  title  without  regard  to  any  provi- 
sion of  law  which  is  not  contained  in  this 
title  and  which  is  not  contained  in  a  reve- 
nue Act 

"(2)  Certain  PRIOR  exemptions.— 

"(A)  Prior  exemptions  continued.— For 
purposes  of  this  title,  notunthstanding  any 
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provitian  of  thU  part,  any  bond  the  interest 
on  which  U  exempt  from  taxation  under  this 
title  by  reason  of  any  proviaion  of  law  (other 
than  a  provision  of  this  title)  which  is  in 
effect  on  January  8,  1983,  sliaU  be  treated  as 
a  bond  described  in  section  103(a). 

"(B)  Additional  REQunuaaMTs  for  bonds 
asvED  ATTOt  itu.—Subparaoraph  (A)  shtUl 
not  apply  to  a  bond  (not  described  in  sub- 
paragraph (O)  issued  after  1983  if  the  ap- 
propriate requirements  of  this  part  (or  the 
eorresponding  provitioru  of  prior  law)  are 
not  met  with  respect  to  such  bond. 

"(C)  DtsctumoN  or  bond.— A  bond  is  de- 
scribed in  this  subparagraph  (and  treated  as 
described  in  nUiparagraph  (A))  if— 

"(i)  such  bond  is  issued  pursuant  to  the 
Northwest  Power  Act  (16  U.S.C.  839d),  as  in 
effect  on  July  18, 1984, 

"(ii)  such  bond  is  issued  pursuant  to  sec- 
tion 608(a)(6)(A)  of  Public  Law  97-468,  as  in 
effect  on  the  date  of  the  enactment  of  the 
Tax  Reform  Act  of  1986;  or 

"(Hi)  such  bond  is  issued  before  June  19, 
1984  under  section  11(b)  of  the  United  Slates 
Housing  Act  of  1937. 

"(d)  Advance  Rxtundinqs.— 

"(1)  In  qenuul.— Nothing  in  section 
103(a)  or  in  any  other  provision  of  law  shall 
be  construed  to  provide  an  exemption  from 
Federal  income  tax  for  interest  on  any  bond 
issued  as  part  of  an  issue  described  in  para- 
graph 12).  (3),  or  (4). 

"(Z)  Certain  prtvatb  activity  bonds.— An 
issMe  is  described  in  this  paragraph  if  any 
bond  (issued  as  part  of  such  issue)  is  issued 
to  advance  refund  a  private  activity  bond 
(other  than  a  Qualified  SOI  (c)(3)  bond). 

"(3)  Other  bonds.— 

"(A)  In  QENERAU-An  issue  is  described  in 
this  paragraph  if  any  bond  (issued  as  part 
of  such  issue),  hereinafter  in  this  paragraph 
referred  to  as  the  'refunding  bond',  is  issued 
to  advance  refund  a  bond  unless— 

"(i)  the  refunding  bond  is  only— 

"(I)  the  1st  advance  refunding  of  the  origi- 
nal bond  if  the  original  bond  is  issued  after 
198S.  or 

"(II)  the  1st  or  2nd  advance  refunding  of 
the  original  bond  if  the  original  l)ond  was 
issued  before  1986. 

"(ii)  in  the  case  of  refunded  bonds  issued 
before  1986.  the  refunded  bond  is  redeemed 
not  later  than  the  earliest  date  on  which 
such  bond  may  be  redeemed  at  par  or  at  a 
premium  of  3  percent  or  less, 

"(Hi)  in  the  case  of  refunded  bonds  issued 
after  1985,  the  refunded  bond  is  redeemed 
not  later  than  the  earliest  date  on  which 
such  bond  may  be  redeemed, 

"(iv)  the  initial  temporary  period  under 
section  148(c)  ends— 

"(I)  with  respect  to  the  proceeds  of  the  re- 
funding bond  not  later  than  30  days  after 
the  date  of  issue  of  such  bond,  and 

"(II)  with  respect  to  the  proceeds  of  the  re- 
funded bond  on  the  date  of  issue  of  the  re- 
funding bond,  and 

"(v)  in  the  case  of  refunded  bonds  to 
which  section  148(e)  did  not  apply,  on  and 
after  the  dale  of  issue  of  the  refunding  bond, 
the  amount  of  proceeds  of  the  refunded  bond 
invested  in  hiifiter  yielding  investments  (as 
defined  in  section  148(b))  which  are  nonpur- 
pose  investments  as  defined  in  section 
148(f)(6)(A)  does  not  exceed— 

"(I)  the  amount  so  invested  as  part  of  a 
reasonably  required  reserve  or  replacement 
fund  or  during  an  aUoioable  temporary 
period,  and 

"(II)  the  amount  v^ich  is  equal  to  the 
lesser  of  5  percent  of  the  proceeds  of  the 
issue  of  which  the  refunded  bond  is  a  part  or 
$100,000  (to  the  extent  such  amount  is  alio- 
cable  to  the  refunded  bondJ. 


"(B)  Special  rules  for  redemptions.— 

"(i)  Issuer  must  redeem  only  it  debt  serv- 
ice SAYiNOs.— Clause  (ii)  and  (Hi)  of  sub- 
paragraph (A)  shall  apply  only  if  the  issuer 
may  realize  present  value  debt  service  sav- 
ings (determined  without  regard  to  adminis- 
trative expenses)  in  connection  toith  the 
issue  of  which  the  refunding  bond  is  a  part 

"(ii)  Redemptions  not  required  before 
tSTH  DAY.— For  purposes  of  clauses  (ii)  and 
(Hi)  of  subparagraph  (A),  the  earliest  date 
referred  to  in  such  clauses  shall  not  be  earli- 
er than  the  90th  day  after  the  date  of  issu- 
ance of  the  refunding  bond. 

"(4)  Abusive  transactions  prohibited.— An 
issue  is  described  in  this  paragraph  if  any 
bond  (issued  as  part  of  such  issue)  is  issued 
to  advance  refund  another  bond  and  a 
device  is  employed  in  connection  unth  the 
issuance  of  such  issue  to  obtain  a  material 
financial  advantage  (based  on  arbitrage) 
apart  from  sainngs  attributable  to  lovier  in- 
terest rates. 

"(S)  Advance  refunding.— For  purposes  of 
this  part,  a  bond  shall  be  treated  as  issued  to 
advance  refund  another  bond  if  it  is  ismed 
more  than  90  days  before  the  redemption  of 
the  refunded  bond. 

"(6)  Special  rules  for  purposes  of  para- 
oraph  (i).—For  purposes  of  paragraph  (3), 
bonds  issued  before  the  date  of  the  enact- 
ment of  this  subsection  sfuill  be  taken  into 
account  under  subparagraph  (A)(i)  thereof 
except— 

"(A)  a  refunding  which  occurred  before 
1986  shall  be  treated  as  an  advance  refund- 
ing only  if  the  refunding  bond  was  issued 
more  than  180  days  before  the  redemption  of 
the  refunded  bond,  and 

"(B)  a  bond  issued  before  1986,  shall  be 
treated  as  advance  refunded  no  more  than 
once  before  March  IS,  1986. 

"(7)  REGVLATioNS.—The  Secretary  shall 
prescribe  such  regulations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  subsection. 

"(e)  Information  Reporting.— 

"(1)  In  general.— Nothing  in  section 
103(a)  or  any  other  provision  of  law  shall  be 
construed  to  provide  an  exemption  from 
Federal  income  tax  for  interest  on  any  bond 
unless  such  bond  satisfies  the  requirements 
of  paragraph  (2). 

"(2)  Information  reporting  require- 
ments.—A  bond  satisfies  the  requirements  of 
this  paragraph  if  the  issuer  submits  to  the 
Secretary,  not  later  than  the  ISth  day  of  the 
2d  calendar  month  after  the  close  of  the  cal- 
endar quarter  in  which  the  t>ond  is  issued 
(or  such  later  time  as  the  Secretary  may  pre- 
scribe with  respect  to  any  portion  of  the 
statement),  a  statement  concerning  the  issue 
of  which  the  bond  is  a  part  which  contains— 

"(A)  the  name  and  address  of  the  issuer, 

"(B)  the  date  of  issue,  the  amount  of  net 
proceeds  of  the  issxte,  the  stated  interest  rate, 
term,  and  face  amount  of  each  bond  which 
is  part  of  the  issue,  the  amount  of  issuance 
costs  of  the  issue,  and  the  amount  of  re- 
serves of  the  issue, 

"(C)  where  required,  the  name  of  the  appli- 
CiMe  elected  representative  who  approved 
the  issue,  or  a  description  of  the  voter  refer- 
endum by  which  the  isstie  was  approved, 

"(D)  the  name,  address,  and  employer 
identification  number  of— 

"(i)  each  initial  principal  user  of  any  fa- 
cility provided  with  the  proceeds  of  the 
issue, 

"(ii)  the  common  parent  of  any  affiliated 
group  of  corporations  (within  the  meaning 
of  section  lS04(a))  of  which  such  initial 
principal  user  is  a  member,  and 

"(Hi)  if  the  issue  is  treated  as  a  separate 
issue  under  section  144(a)(6)(A),  any  person 


treated  as  a  principal  user  under  section 
144(a)(6)(B), 

"(E)  a  description  of  any  property  to  be  fi- 
nanced from  the  proceeds  of  the  issue, 

"(F)  a  certification  by  a  State  official  des- 
ignated by  State  law  (or,  where  there  is  no 
such  official,  the  Governor)  that  the  bond 
meets  the  requirements  of  section  146  (relat- 
ing to  cap  on  private  activity  bonds),  if  ap- 
plicable, arid 

"(G)  such  other  information  as  the  Secre- 
tary may  require. 

Subparagraphs  (C)  and  (D)  shall  not  apply 
to  any  bond  which  is  not  a  private  activity 
bond.  The  Secretary  may  provide  that  cer- 
tain information  specified  in  the  1st  sen- 
tence need  not  be  included  in  the  statement 
with  respect  to  an  issue  where  the  inclusion 
of  such  information  is  not  necessary  to 
carry  out  the  purposes  of  this  sultsection. 

"(3)  Extension  of  time— The  Secretary 
may  grant  an  extension  of  time  for  the  filing 
of  any  statement  required  under  paragraph 
(2)  if  there  is  reasonat>le  cause  for  the  failure 
to  file  such  statement  in  a  timely  fashion. 
"Subpart  C— Definitions  and  Special  Rules 
"Sec  ISO.  Definitions  and  special  rules. 

"SEC  ISS  DEHNmOSS  AND  SPECIAL  KVLES. 

"(a)  General  Rule.— For  purposes  of  this 
part— 

"(1)  Bond.— The  term  bond'  includes  any 
obligation. 

"(2)  Governmental  unit  not  to  include 
FEDERAL  GOVERNMENT.— The  term  'governmen- 
tal unit'  does  not  include  the  United  States 
or  any  agency  or  instrunientality  thereof 

"(3)  Net  proceeds.— The  term  'net  pro- 
ceeds' means,  vnth  respect  to  any  issue,  the 
proceeds  of  such  issue  reduced  by  amounts 
in  a  reasoTuibly  required  reserve  or  replace- 
ment fund. 

"(4)  S01(c)(3)  ORGANizATioN.-The  term. 
'SOI (c)(3)  organization'  meaiu  any  organi- 
zation described  in  section  S01(c)(3)  and 
exempt  from  tax  under  section  501(a). 

"(S)  Ownership  of  property.— Property 
shall  be  treated  as  owned  by  a  governmental 
unit  if  it  is  owned  on  behalf  of  such  unit 

"(6)  Tax-exempt  bond.— The  term  'tax- 
exempt'  means,  with  respect  to  any  Imnd  (or 
issue),  that  the  interest  on  such  bond  (or  on 
the  bonds  issued  as  part  of  such  issue)  is  ex- 
cluded from  gross  income. 

"(bM  Change  in  Use  of  Facilities  Financed 
With  Tax-Exempt  Private  Activity  Bonds.— 

"(1)  Mortgage  revenue  bonds.— 

"(A)  In  GENERAU—In  the  case  of  any  resi- 
dence with  respect  to  which  financing  is 
provided  from  the  proceeds  of  a  qualified 
mortgage  bond  or  qualified  veterans'  mort- 
gage bond,  if  there  is  a  continuous  period  of 
at  least  1  year  during  which  such  residence 
is  not  the  principal  residence  of  at  least  1  of 
the  mortgagors  who  received  such  financing, 
then  no  deduction  shall  be  allowed  under 
this  chapter  for  interest  on  such  financing 
which  accrues  on  or  after  the  date  such 
period  l>egan. 

"(B)  Exception.— Subparagraph  (A)  shall 
not  apply  to  the  extent  the  Secretary  deter- 
mines that  its  applicaHon  would  result  in 
undue  hartlship  and  that  the  failure  to  meet 
the  requirements  of  subparagraph  (A)  result- 
ed from  circumstances  beyond  the  mortga- 
gor's control 

"(2)  Qualified  rssidektial  remtal 
PRO/ECTs.—In  the  case  of  any  protect  for  resi- 
dential rental  property— 

"(A)  with  respect  to  which  financing  is 
provided  from  the  proceeds  of  any  private 
activity  bond  ichich,  v>hen  issued,  purported 
to  be  a  tax-exempt  bond  described  para- 
graph (7)  of  section  142(a),  and 
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"(B)  uihich  does  not  meet  the  requirements 
of  section  142(d), 

no  deduction  shall  be  allowed  under  this 
chapter  for  interest  on  such  financing  which 
accrues  during  the  period  beginning  on  the 
1st  day  of  the  taxable  year  in  which  such 
project  fails  to  meet  such  reguirements  and 
ending  on  the  date  such  protect  meets  such 
requirements. 

"(3)  QvAurtED  seucxii  bonds.— 

"(A J  In  aENERAL.—In  the  case  of  any  facili- 
ty with  respect  to  which  financing  is  provid- 
ed from  the  proceeds  of  any  private  activity 
bond  which,  when  issued,  purported  to  be  a 
tax-exempt  qualified  501(c)(3)  bond,  if  any 
portion  of  such  facility— 

"(i)  is  used  in  a  trade  or  business  of  any 
person  other  than  a  S01(c)(3)  organization 
or  a  governmental  unit,  but 

"(ii)  continues  to  be  owned  by  a  S01(c)(3) 
organization, 

then  the  owner  of  such  portion  shall  be 
treated  for  purposes  of  this  title  as  engaged 
in  an  unrelated  trade  or  busiruss  (as  defined 
in  section  513)  with  respect  to  such  portioTL 
The  amount  of  gross  income  attributable  to 
such  portion  for  any  period  shall  not  be  less 
than  the  fair  rental  value  of  such  portion  for 
such  period 

"(B)  Denial  of  dedvction  roR  interest.- 
No  deduction  shaU  be  allowed  under  this 
chapter  for  interest  on  financing  described 
in  subparagraj^  (A)  which  accrues  during 
the  period  beginning  on  the  date  such  facili- 
ty is  used  (u  descrit>ed  in  subparagrajOi 
(A)(i)  and  ending  on  the  date  such  facility  is 
not  so  used 

"(4)  Certain  exempt  faciutv  bonds.— 

"(A)  In  OENERAi^—In  the  case  of  any  facili- 
ty unth  respect  to  which  financing  is  provid- 
ed from  the  proceeds  of  any  private  activity 
bond  to  which  this  paragraph  applies,  if 
such  facility  is  not  used  for  a  purpose  for 
which  a  tax-exempt  bond  could  be  issued  on 
the  date  of  such  issue,  no  deduction  shall  be 
allowed  under  this  chapter  for  interest  on 
such  financing  which  accrues  during  the 
period  beginning  on  the  date  such  facility  is 
not  so  used  and  ending  on  the  date  such  fa- 
cility is  so  used 

"(B)  Bonds  to  which  paraoraph  applies.— 
This  paragraph  applies  to  any  private  activ- 
ity bond  which,  when  issued  purported  to  be 
a  tax-exempt  exempt  facility  bond  described 
in  a  paragraph  (other  than  paragraph  (7)) 
of  section  142(a). 

"(5)  Faciuties  required  to  be  owned  by 
aovernmental  units  or  stucxs)  oroaniza- 

noNs.—lf— 

"(A)  financing  is  provided  with  respect  to 
any  facility  from  the  proceeds  of  any  private 
activity  bond  which,  when  issued  purported 
to  be  a  tax-exempt  tiond 

"(B)  such  facUity  is  required  to  be  owned 
by  a  governmental  unit  or  a  501(c)(3)  orga- 
nization as  a  condition  of  such  tax  exemp- 
tion, and 

"(C)  such  facility  is  not  so  owned 
then  no  deduction  shall  be  allotoed  under 
this  chapter  for  interest  on  such  financing 
v)hich  accrues  during  the  period  beginning 
on  the  date  such  facility  is  not  so  owned  and 
ending  on  the  date  such  facility  is  so  owned 

"(c)  Exception  and  Special  Rules  for  Pur- 
poses OF  Subsection  (b).—For  purposes  of 
subsection  (b)— 

"(1)  SxaFTtON.—Any  use  with  respect  to 
facilities  financed  with  proceeds  of  on  issue 
which  are  not  required  to  be  used  for  the 
exempt  purpose  of  such  issue  shall  not  be 
taken  into  aeeount 

"(2)  TRMATtaarr  of  AMomns  other  than  in- 
terest.—U  the  amounU  payatie  for  the  use 
of  a  faeUity  are  not  interest,  subsection  (b) 


shall  apply  to  such  amounts  as  if  they  were 
interest  but  only  to  the  extent  such  amounts 
for  ony  period  do  not  exceed  the  amount  of 
interest  accrued  on  the  bond  financing  for 
such  period 

"(3)  Use  of  portion  of  facility.— In  the 
case  of  any  person  which  uses  only  a  portion 
of  the  facility,  only  ttie  interest  accruing  on 
Uie  financing  allocabU  to  such  portion  shall 
be  taken  into  account  by  such  person. 

"(4)  Cessation  with  respect  to  portion  of 
FACiUTY.—In  the  case  of  any  facility  where 
part  but  not  aU.  of  the  facility  is  not  used  for 
an  exempt  purpose,  only  the  interest  accru- 
ing on  the  financing  aUocabU  to  such  part 
shall  be  taken  into  account 

"(5)  REGULATiONS.-The  Secretary  shall 
prescrilK  such  regtUations  as  may  be  neces- 
sary or  appropriate  to  carry  out  the  pur- 
poses of  this  subsection  and  subsection  (b). 

"(d)  Qualified  Scholarship  Funding 
Bond.— For  purposes  of  this  part  and  section 
103- 

"(1)  Treatment  as  state  or  local  bond.— A 
qualifUd  sc?iolarship  funding  bond  shall  be 
treated  as  a  State  or  local  bond 

"(2/  Qualified  scholarship  funding  bond 
DEFINED.— The  term  'qualified  scholarship 
funding  bond'  means  a  bond  issued  by  a  cor- 
poration which— 

"(A)  is  a  corporation  not  for  profit  estab- 
lished and  operated  exclusively  for  the  pur- 
pose of  acquiring  student  loan  notes  in- 
curred under  the  Higher  Education  Act  of 
1965,  and 

"(B)  is  organized  at  the  request  of  the 
State  or  1  or  more  political  subdivisions 
thereof  or  is  requested  to  exercise  such  power 
by  1  or  more  political  subdivisions  and  re- 
quired by  its  corporate  charter  and  bylaws, 
or  required  by  State  law,  to  devote  any 
income  (after  payment  of  expenses,  debt 
service,  and  the  creation  of  reserves  for  the 
same)  to  the  purchase  of  additional  student 
loan  notes  or  to  pay  over  any  income  to  the 
United  States. 

"(e)  Bonds  of  Certain  Volunteer  Fire  De- 
partments.—For  purposes  of  this  part  and 
section  103— 

"(1)  In  OENERAL.—A  bond  of  a  volunteer 
fire  department  shall  be  treated  as  a  bond  of 
a  political  subdivision  of  a  State  if  — 

"(A)  such  department  is  a  qtuUified  volun- 
teer fire  department  with  respect  to  an  area 
unthin  the  jurisdiction  of  such  political  sub- 
division, and 

"(B)  such  bond  is  issued  as  part  of  an 
issue  95  percent  or  more  of  the  net  proceeds 
of  which  are  to  be  used  for  the  acquisition, 
construction,  reconstruction,  or  improtte- 
ment  of  a  firehouse  or  firetruck  used  or  to  be 
used  by  such  department 

"(2)  Qualified  volunteer  fire  depart- 
ment.—For  purposes  of  this  subsection,  the 
term  'qualified  volunteer  fire  department' 
means,  with  respect  to  a  political  subdivi- 
sion of  a  State,  any  organization— 

"(A)  which  is  organized  and  operated  to 
provide  firefighting  or  emergency  medical 
services  for  persons  in  an  area  (within  the 
jurisdiction  of  such  political  subdivision) 
which  is  not  provided  with  any  other  fire- 
fighting  services,  and 

"(B)  which  is  required  (by  written  agree- 
ment) by  the  political  subdivision  to  furnish 
flrtfighting  services  in  such  area. " 

(c)  Amendment  to  ARamuoE  Reovla- 
TioNS.—The  provision  in  the  Federal  income 


tax  regulations 
quirements  wh 
acquired  oU 
waive  the 
provisions  shall 
after  August  31, 


ing  to  the  arbitrage  re- 

a  higher  yield  on 

the  issuer  elects  to 


(d)  State  and  Local  Government  Series 
Modifications.— Notwithstanding  any  other 
provision  of  law  or  any  regulations  promul- 
gated thereunder  (iTicluding  the  provisions 
of  31  CFR  part  344)  the  Secretary  of  the 
Treasury  shall  extend  by  January  1,  1987, 
Uie  State  and  Local  Government  Series  pro- 
gram to  provide— 

(1)  irutruments  allounng  flexibte  invest- 
ment of  bond  proceeds  in  a  manner  elimi- 
nating the  earning  of  retmtable  artntrage, 

(2)  demand  deposits  under  such  program 
by  eliminating  advance  notice  arid  mini- 
mum maturity  requirements  related  to  the 
purchase  of  bonds, 

(3)  operation  of  such  program  at  no  net 
cost  to  ttie  Federal  (Sovemment,  and 

(4)  deposits  for  a  stated  maturity  under 
reasonabU  advance  notice  requirements. 

(e)  Manaoement  Contracts.— The  Secre- 
tary of  the  Treasury  or  his  delegate  shall 
modify  the  Secretary's  advance  ruling  guide- 
lines relating  to  when  use  of  property  pursu- 
ant to  a  management  contract  is  not  consid- 
ered a  trade  or  business  use  by  a  private 
person  for  purposes  of  section  141  (a)  of  the 
Internal  Revenue  Code  of  1986  to  provide 
that  use  pursuant  to  a  management  con- 
tract generally  shall  not  be  treated  as  trade 
or  business  use  as  long  as— 

(1)  the  term  of  such  contract  (including  re- 
newal options)  does  not  exceed  S  years, 

(2)  the  exempt  oumer  has  tlte  option  to 
cancel  such  contract  at  the  end  of  any  3-year 
period 

(3)  the  manager  under  the  contract  is  not 
compensated  (in  whote  or  in  part)  on  the 
basis  of  a  share  of  net  profits,  and 

(4)  at  least  SO  percent  of  the  annual  com- 
pensation of  the  manager  under  such  con- 
tmct  is  based  on  a  periodic  fixed  fee. 

(f)  Amendments  Relatinq  to  Mortqaoe 
Credit  Certificate  Proqram.- 

(1)  Trade-in  rate  increased  to  zi  per- 
cent.— 

(A)  Subparagraph  (A)  of  section  25(d)(2) 
(relating  to  aggregate  limit  of  certificate 
credit  rates)  is  amended  by  striking  out  "20 
percent"  and  inserting  in  lieu  thereof  "25 
percent". 

(B)  Subparagraph  (A)  of  section  25(f)(2) 
(defining  correction  amount)  is  amended  by 
striking  out  "0.20"  and  iruerting  in  lieu 
thereof  "0.25". 

(2)  Conforming  amendments.- 

(A)  Clause  (ii)  of  section  25(b)(2)(A)  (de- 
fining certificate  indebtedness  amount)  is 
amended  by  strilcing  out  "section 
103An)(6)"  and  inserHng  in  lieu  thereof 
"section  143(k)(4)". 

(B)  C^use  (Hi)  of  section  25(b)(2)(A)  is 
amended  by  striking  out  "section 
103An)(7)"  and  inserting  in  lieu  thereof 
"section  143(k)(5)". 

(C)(i)  Subparagraphs  (A)(iii)  and  (B)  of 
section  25(c)(2)  are  each  amended  by  strik- 
ing out  "section  103A  "  each  place  it  appears 
and  inserting  in  lieu  thereof  "section  143". 

(ii)  Clause  (ii)  of  section  25(c)(2)(A)  is 
amended  by  striking  out  "section  103A"  and 
inserting  in  lieu  thereof  "section  103". 

(D)  Clause  (Hi)  of  section  25(c)(2)(A)  (de- 
fining qualified  mortgage  credit  certificate 
program)  u  amended  by  striking  out  aU  the 
subclauses  thereof  and  inserting  in  lieu 
thereof  the  following: 

"(I)  subsection  (c)  (reloHng  to  residence 
requtrements), 

"(II)  subsection  (d)  (rOating  to  3-year  re- 
quirement), 

"(III)  subsection  (e)  (rOating  to  purchase 

„  requirement), 

'(IV)  subsection  (f)  (rebiHng  to  income  re- 
quite  ne  nts). 
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"(V)  subsection  fh)  (relating  to  portion  of 
loans  required  to  be  placed  in  targeted 
areas),  and 

"(VI)  paragraph  (1)  of  subsection  (i)  (re- 
lating to  other  requirements), ". 

(E)  The  last  sentence  of  subparagraph  (A) 
of  section  2S(c)(2)  is  amended  by  striking 
out  "section  103A(c)(2)"  and  inserting  in 
lieu  thereof  "section  143(a)(2)". 

(F)  Subparagraph  (B)  of  section  2S(c)(2)  is 
amended— 

(i)  by  striking  out  "subclauses  (II)  and 
(IV)"  and  inserting  in  lieu  thereof  "sub- 
clauses (II).  (IV),  and  (V)",  and 

(ii)  by  striking  out  clause  (Hi)  and  all  that 
follows  and  inserting  in  lieu  thereof  the  fol- 
lowing: 

"(Hi)  paragraph  (1)  of  section  143(d)  shall 
be  applied  by  substituting  '100  percent'  for 
'95  percent  or  more'. 

Clause  (Hi)  shall  not  apply  if  the  issuing  au- 
thority submits  a  plan  to  the  Secretary  for 
administering  the  95-percent  requirement  of 
section  143(d)(1)  and  the  Secretary  is  satis- 
fied that  such  requirement  will  be  met  under 
such  plan. " 

(G)  Subsection  (d)  of  section  25  (relating 
to  determination  of  certificate  credit  rate)  is 
amended  by  striking  out  paragraph  (3). 

(H)  Paragraph  (2)  of  section  25(e)  (relat- 
ing to  indebtedness  not  treated  as  certified 
where  certain  requirements  in  fact  not  met) 
is  amended  by  striking  out  "subsection 
(d)(1),  (e),  (f),  and  (j)  of  section  103A"  and 
inserting  in  lieu  thereof  "subsections  (c)(1). 
(d),  (e),  (f),  and  (i)  of  section  143". 

(I)  Paragraph  (6)  of  section  25(e)  is 
amended  by  striking  out  "section 
103(b)(6)(C)(i)"  and  inserting  in  lieu  thereof 
"section  144(a)(3)(A)". 

(J)  Subparagraph  (A)  of  section  25(e)(8)  is 
amended  by  striking  out  "section 
103A(l)(7)(BJ"  and  iTiserting  in  lieu  thereof 
"section  143(k)(5)(B)". 

(K)  Subparagraph  (B)  of  section  25(e)(8) 
is  amended  by  striking  out  "section 
103A(l)(6)"  and  inserting  in  lieu  thereof 
"section  143(k)(4)". 

(t.)  Paragraph  (9)  of  section  25(e)  is 
amended  by  striking  out  "section 
103A(c)(l)"  and  inserting  in  lieu  thereof 
"section  143(a)(1)". 

(M)  Paragraph  (10)  of  section  25(e)  is 
amended  by  striking  out  "section  103A"  and 
inserting  in  lieu  thereof  "section  143". 

(N)  Paragraph  (1)  of  section  25(f)  is 
amended  by  striking  out  "paragraph  (4)  of 
section  103A(g)"  and  inserting  in  lieu  there- 
of "subsection  (d)  of  section  146". 

(O)  Paragraph  (3)  of  section  25(f)  is 
amended  by  striking  out  "section 
103A(g)(5)(C)"  and  inserting  in  lieu  thereof 
"section  146(d)(3)(C)". 

(g)  Penalty  for  Failure  To  File  Report 
ON  Compliance  With  Quaufied  Residential 
Rental  Project  Rules.— Section  6652  (relat- 
ing to  faUure  to  file  certain  information  re- 
turns, registration  statements,  etc.).  as 
amended  by  section  1501  of  this  Act,  is 
amended  by  redesignating  subsection  (j)  as 
t  si^tsection  (k)  and  by  inserting  after  subsec- 
tion (i)  the  following  new  subsection: 

"(j)  Failure  To  File  Certification  With 
Respect  to  Certain  Residential  Rental 
Projects.— In  the  case  of  each  failure  to  pro- 
vide a  certification  as  required  by  section 
142(d)(7)  at  the  time  prescribed  therefor, 
unless  it  is  shoum  that  such  failure  is  due  to 
reasonable  cause  and  not  to  willful  neglect, 
there  shall  be  paid,  on  notice  and  demand  of 
the  Secretary  and  in  the  saine  manner  as 
tax,  by  the  person  failing  to  provide  such 
certification,  an  amount  equal  to  tlOO  for 
each  such  failure. " 


(h)  Repeal  of  Report  on  Mortgage  Reve- 
nue Bond  Program.— Paragraph  (7)  of  sec- 
tion 611(d)  of  the  Tax  Reform  Act  of  1984  is 
hereby  repealed. 

(i)  Amendment  to  Output  Regulations.— 
The  Secretary  of  the  Treasury  or  his  delegate 
shall  amend  the  provision  in  the  Federal 
income  tax  regulations  relating  to  when  tise 
pursuant  to  certain  output  contracts  is  con- 
sidered to  satisfy  the  private  business  tests 
of  paragraphs  (1)  and  (2)  of  section  141(b)  of 
the  Internal  Revenue  Code  of  1986  to  elimi- 
nate the  requirement  of  a  3  percent  guaran- 
teed minimum  payment 

(j)  Technical  and  Conforming  Amend- 
ments.— 

(1)  Repeal  of  section  ioia.— Section  103A 
is  hereby  repealed. 

(2)  Section  hs  redesignated  as  section 

7703.— 

(A)  In  general.— Chapter  79  (relating  to 
definitions)  is  amended  by  adding  at  the 
end  thereof  the  follovnng  new  section: 

"SEC.  77U.  DETE/UHNA  TIOS  OF  MARITAL  STA  TVS. 

"(a)  General  Rule.— For  purposes  of  part 
V  of  subchapter  B  of  chapter  1  and  those 
provisions  of  this  title  which  refer  to  this 
subsection— 

"(1)  the  determination  of  whether  an  indi- 
vidual is  married  shall  be  made  as  of  the 
close  of  his  taxable  year;  except  that  if  his 
spouse  dies  during  his  taxable  year  such  de- 
termination shall  be  made  as  of  the  time  of 
such  death;  and 

"(2)  an  individual  legally  separated  from 
his  spouse  under  a  decree  of  divorce  or  of 
separate  maintenance  shall  not  be  consid- 
ered as  married. 

"(b)  Certain  Married  Individuals  Living 
Apart.— For  purposes  of  those  provisions  of 
this  title  which  refer  to  this  subsection,  if— 

"(1)  an  individual  who  is  married  (within 
the  meaning  of  subsection  (a))  and  who  files 
a  separate  return  maintains  as  his  home  a 
household  which  constitutes  for  more  than 
one-half  of  the  taxable  year  the  principal 
place  of  abode  of  a  child  (within  the  mean- 
ing of  section  151(e)(3))  with  respect  to 
whom  such  individual  is  entitled  to  a  deduc- 
tion for  the  taxable  year  under  section  151 
(or  would  be  so  entitled  but  for  paragraph 
(2)  or  (4)  of  section  152(e)), 

"(2)  such  individual  furnishes  over  one- 
half  of  the  cost  of  maintaining  such  ho%ise- 
hold  during  the  taxable  year,  and 

"(3)  during  the  last  6  months  of  the  tax- 
able year,  such  individual's  spouse  is  not  a 
member  of  such  household, 
such  individual  shall  not  be  considered  as 
married. " 

(B)  Clerical  amendment.— The  table  of  sec- 
tions for  chapter  79  is  amended  by  adding  at 
the  end  thereof  the  following  new  item: 
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"Sec.      7703.     Determination     of    marital 
status. " 

(3)  Paragraph  (3)  of  section  163(f)  (relat- 
ing to  denial  of  deductions  for  interest  on 
certain  obligations  not  in  registered  form)  is 
amended  by  striking  out  "section  103(j)(3)" 
and  inserting  in  lieu  thereof  "section 
149(a)(3)". 

(4)  Sections  269A(b)(3),  414(m)(5). 
414(n)(6),  and  4988(c)(2)  (defining  related 
person)  are  each  amended  by  striking  out 
"section  103(b)(6)(C)"  and  inserting  in  lieu 
thereof  "section  144(a)(3)". 

(5)  Paragraph  (1)  of  section  4701(b)  (defin- 
ing registration-required  obligation)  is 
amended  by  striking  out  "section  103(j)" 
and  inserting  in  lieu  thereof  "section 
149(a)". 

(6)  Sections  4940(c)(5).  4942(f)(2)(A),  and 
7871(a)(4)  are  each  amended  by  striking  out 


"(relating  to  interest  on  certain  governmen- 
tal obligations)"  and  inserting  in  lieu  there- 
of "(relating  to  State  and  local  bonds)". 

(7)  Paragraph  (2)  of  section  7871(c)  (relat- 
ing to  no  exemption  for  certain  private  ac- 
tivity bonds)  is  amended  to  read  as  follows: 

"(2)  ffo  exemption  for  private  activity 
BONDS..— Subsection  (a)  of  section  103  shall 
not  apply  to  any  private  activity  Itond  (as 
defined  in  section  141(a))  issued  by  an 
Indian  tribal  government  (or  subdivision 
thereof). " 

(8)  Sections  22(e)(2),  32  (c)  and  (d), 
86(c)(3),  152(a)((9),  153(5),  194(b)(1), 
1398(d)(2),  3402(f).  and  6362(f)(S)  are  each 
amended  by  striking  out  "section  143"  each 
place  it  appears  and  inserting  in  lieu  there- 
of "section  7703". 

(9)  Sections  105(d)(5)(C)  and  879(c)(3)  are 
each  amended  by  striking  out  "section 
143(a)"  and  inserting  in  lieu  thereof  "sec- 
tion 7703(a)". 

(10)  Section  2(c)  is  amended  by  striking 
out  "section  143(b)"  and  inserting  in  lieu 
thereof  "section  7703(b)". 

SEC.  I3t2.  treatment  OF  SECTION  S9l(cX3)  BONDS 

Nothing  in  the  treatment  of  section 
501(c)(3)  bonds  as  private  activity  bonds 
under  the  amendments  made  by  this  title 
shall  be  construed  tw  indicating  how  section 
501(c)(3)  bonds  will  be  treated  in  future  leg- 
islation, and  any  change  in  future  legisla- 
tion applicable  to  private  activity  bonds 
shall  apply  to  section  501(c)(3)  bonds  only  if 
expressly  provided  in  such  legislation. 

SEC.  1393.  repeal  OF  PROVISIONS  RELATING  TO 
GENERAL  STOCK  OWNERSHIP  CORPO- 
RATIONS 

(a)  In  General.— Subchapter  V  of  chapter 
1  (relating  to  general  stock  ownership  corpo- 
ration) is  hereby  repealed. 

(b)  Technical  and  Conforming  Amend- 
ments.- 

(1)  Paragraph  (1)  of  section  172(b)  (relat- 
ing to  net  operating  loss  carrybacks  and  car- 
ryovers) is  amended  by  striking  out  sub- 
paragraph (J)  and  by  redesignating  sub- 
paragraph (K)  as  subparagraph  (J). 

(2)  Paragraphs  (2)  and  (4)  of  section 
172(k)  are  each  amended  by  striking  out 
"subsection  (b)(l)(K)"  and  inserting  in  lieu 
thereof  "subsection  (b)(l)(J)". 

(3)  Subsection  (a)  of  section  1016  (relating 
to  adjustments  to  basis)  is  amended  by  strik- 
ing out  paragraph  (22)  and  by  redesignating 
paragraphs  (23)  through  (27)  as  paragraphs 
(22)  through  (26),  respectively. 

(4)  Subsection  (r)  of  section  3402  (relating 
to  extension  of  withholding  to  GSOC  distri- 
bution) is  hereby  repealed. 

(5)  Section  6039B  (relating  to  return  of 
general  stock  ownership  corporation)  is 
hereby  repealed. 

(c)  Clerical  Amendments.— 

(1)  The  table  of  subchapters  for  chapter  1 
is  amended  by  striking  out  the  item  relating 
to  subchapter  U. 

(2)  The  table  of  sections  for  subpart  A  of 
part  III  of  subchapter  A  of  chapter  61  is 
amended  by  striking  out  the  item  relating  to 
section  6039B. 

SuBTTTLE  B— Effective  Dates  and 
Transitional  Rules 

SEC.  1311  GENERAL  EFFECTIVE  DATES 

(a)  In  General.— Except  as  otherwise  pro- 
vided in  this  subtitle,  the  amendments  made 
by  section  1301  shall  apply  to  bonds  issued 
after  August  15,  1986. 

(b)  Section  1301(f).— 

(1)  Increase  in  trade-in  rate.— The  amend- 
ments made  by  paragraph  (1)  of  section 
1301(f)  shall  apply  to  nonissued  bond 
amounts  elected  after  August  15, 1986. 
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(2)  Certificates.— The  amendments  made 
by  paragraph  (2)  of  section  1301(f)  shaU 
apply  to  certificates  issued  after  August  IS, 
1986. 

(c)  Changes  in  Use,  Etc.,  of  Facilities  Fi- 
nanced With  Private  Activity  Bonds.— Sub- 
section <b)  of  section  ISO  of  the  1986  Code 
shaU  apply  to  changes  in  xise  (and  owner- 
ship) after  August  IS,  1986,  but  only  with  re- 
spect to  financing  (including  refinancings) 
provided  after  such  date. 

(d)  Section  1303.— The  amendments  made 
by  section  1303  shall  take  effect  on  the  date 
of  the  enactment  of  this  Act 

SEC.  lilt  transitional  RVLBS  FOR  CONSTRUCTION 
OR  BINDING  AGREEMENTS  AND  CER- 
TAIN GOVERNMENT  BONDS  ISSUED 
AFTER  AUGUST  IS,  /»ML 

(a)  Exception  for  Construction  or  Bind- 
ing Agreements.— 

(1)  In  aENERAL.—The  amendments  made  by 
section  1301  shall  not  apply  to  bonds  (other 
than  a  refunding  bond)  unth  respect  to  a  fa- 
cility— 

(A)(i)  the  original  use  of  which  commences 
with  the  taxpayer,  and  the  construction,  re- 
construction, or  rehabilitation  of  which 
began  before  September  26,  198S,  and  was 
completed  on  or  after  such  date, 

(ii)  the  original  use  of  which  begins  unOi 
the  taxpayer  and  with  respect  to  which  a 
binding  contract  to  incur  significant  ex- 
penditures for  construction,  reconstruction, 
or  rehabilitation  was  entered  into  before 
September  26,  198S,  and  some  of  such  ex- 
penditures are  incurred  on  or  after  such 
date,  or 

(Hi)  acquired  on  or  after  September  26, 
198S,  pursuant  to  a  binding  contract  entered 
into  before  such  date,  and 

(B)  descril>ed  in  an  inducement  resolution 
or  other  comparable  preliminary  approval 
adopted  by  an  issuing  authority  (or  by  a 
voter  referendum)  before  September  26,  1985. 

(2)  Significant  expenditures.— For  pur- 
poses of  paragraph  (1)(A),  the  term  "signifi- 
cant expenditures"  means  expenditures 
greater  than  10  percent  of  the  reasonably  an- 
ticipated cost  of  the  construction,  recon- 
struction, or  rehabilitation  of  the  facility  in- 
volved. 

(b)  Certain  Amendments  To  Apply  to 
Bonds  Under  Subsection  (ai  Transitional 
Rule.— 

(1)  In  general.— In  the  case  of  a  bond 
issued  after  August  IS,  1986.  and  to  which 
subsection  (a)  of  this  section  applies,  the  re- 
quirements of  the  following  provisions  shall 
be  treated  as  included  in  section  103  and 
section  103A  (as  appropriate)  of  the  19S4 
Code: 

(A)  The  requirement  that  95  percent  or 
more  of  the  net  proceeds  of  an  issue  are  to  be 
used  for  a  purpose  described  in  section 
103(b)  (4)  or  (5)  of  such  Code  in  order  for 
section  103(b)(4)  or  (5)  of  such  Code  to 
apply,  including  the  application  of  section 
142(b)(2)  of  the  1986  Code  (relating  to  limi- 
tation on  office  space). 

(B)  The  requirement  that  95  percent  or 
more  of  the  net  proceeds  of  an  issue  are  to  be 
used  for  a  purpose  described  in  section 
103(b)(6)(A)  of  the  1954  Code  in  order  for 
section  103(b)(6)(A)  of  such  Code  to  apply. 

(C)  The  requirements  of  section  143  of  the 
1986  Code  (relating  to  qualified  mortgage 
bonds  and  qualified  veterans'  mortgage 
bonds)  in  order  for  section  103A(b)(2)  of  the 
1954  Code  to  apply. 

(D)  The  requirements  of  section  144(a)(ll) 
of  the  1986  Code  (relating  to  limitation  on 
acquisition  of  depreciable  farm  property)  in 
order  for  section  103(b)(6)(A)  of  the  1954 
Code  to  apply. 


(E)  The  requirements  of  section  147(b)  of 
the  1986  Code  (relating  to  maturity  may  not 
exceed  120  percent  of  economic  life). 

(F)  The  requirements  of  section  147(f)  of 
the  1986  Code  (relating  to  public  approval 
required  for  private  aetivity  bonds). 

(G)  The  requirements  of  section  147(g)  of 
the  1986  Code  (relating  to  restriction  on  is- 
suance costs  financed  try  issue). 

(H)  The  requirements  of  section  148  of  the 
1986  Code  (relating  to  arbitrage). 

(1)  The  requirements  of  section  149(e)  of 
the  1986  Code  (relating  to  information  re- 
porting). 

(J)  The  provisions  of  section  ISO(b)  of  the 
1986  Code  (relating  to  changes  in  use). 

(2)  Certain  requirements  apply  only  to 
bonds  issued  after  december  31,  19»s.—in 
the  case  of  subjiaragraphs  (F)  and  (I)  of 
paragraphs  (1),  paragraph  (1)  shall  be  ap- 
plied by  substituting  "December  31,  1986" 
for  "AugtLSt  IS,  1986". 

(3)  Application  of  volume  cap.— Except  as 
provided  in  section  1315,  any  bond  to  which 
this  subsection  applies  shall  be  treated  as  a 
private  activity  bond  for  purposes  of  section 
146  of  the  1986  Code  if  such  bond  would 
have  been  taken  into  account  under  section 
lC3(n)  or  103A(g)  of  the  1954  Code  (deter- 
mined unthout  regard  to  any  carryforward 
election)  were  such  bond  issued  before 
August  16,  1986. 

(4)  Appucation  OF  PROVISIONS.— For  pur- 
poses of  applying  the  requirements  referred 
to  in  any  subparagraph  of  paragraph  (1)  or 
of  subsection  (a)(3)  or  (b)!3)  of  section  1313 
to  any  bond,  such  bond  shall  be  treated  as 
described  in  the  subparagraph  of  section 
141(d)(1)  of  the  1986  Code  to  which  the  use 
of  the  proceeds  of  such  bond  most  closely  re- 
lates. 

(c)  Special  Rules  for  Certain  Govern- 
ment Bonds  Issued  After  August  15,  1986.— 

(1)  In  general.— In  the  case  of  any  bond 
described  in  paragraph  (2)— 

(A)  section  1311  (a)  and  (c)  and  subsection 
(b)  of  this  section  shall  be  applied  by  substi- 
tuting "August  31,  1986"  for  "August  15. 
1986"  each  place  it  appears, 

(B)  subsection  (b)(1)  shall  be  applied  unth- 
out regard  to  subparagraph's  (Fl,  (G),  and 
(J),  and 

(C)  such  bond  shall  not  be  treated  as  a  pri- 
vate activity  bond  for  purposes  of  applying 
the  requirements  referred  to  in  subpara- 
graphs (H)  and  (I)  of  subsection  (b)(1). 

(2)  Bond  described.— A  bond  is  described 
in  this  paragraph  if  such  bond  is  not— 

(A)  an  industrial  development  bond,  as  de- 
fined in  section  103(b)(2)  of  the  1954  Code 
but  determined— 

(i)  by  inserting  "directly  or  indirectly" 
after  "is"  in  the  material  preceding  clause 
(i)  of  subparagraph  (B)  thereof  and 

(ii)  without  regard  to  subparagraph  (B)  of 
section  103(b)(3)  of  such  Code, 

(B)  a  mortgage  subsidy  bond  (as  defined 
in  section  103A(b)(l)  of  such  Code,  unthout 
regard  to  any  exception  from  stich  defini- 
tion), or 

(C)  a  private  loan  Imnd  (as  defined  in  sec- 
tion 103(o)(2)(A)  of  such  Code,  xDithout 
regard  to  any  exception  from  such  defini- 
tion other  than  section  103(o)(2)(C)  of  such 
Code). 

(d)  Election  Out.— This  section  shaU  not 
apply  to  any  issue  unth  respect  to  which  the 
issuer  elects  not  to  have  this  section  apply. 

SEC.  IJI3.  transitional  RULES  RELATING  TO  RE- 
FUNDINGS 

(a)  Certain  Current  Refundings.— 
(1)  In  general.— Except  as  provided  in 
paragraph  (3),  the  amendments  made  by  sec- 
tion 1301  shall  ru)t  apply  to  any  bond  the 


proceeds  of  which  are  used  exclusively  to 
refund  (other  than  to  advance  refund)  a 
qualified  bond  (or  a  bond  which  is  part  of  a 
series  of  refundings  of  a  qualified  bond)  if— 

(A)  the  aTnount  of  the  refunding  bond  does 
not  exceed  the  outstanding  amount  of  the  re- 
funded bond,  and 

(B)(i)  the  average  maturity  of  the  issue  of 
which  the  refunding  bond  is  a  part  does  not 
exceed  120  percent  of  the  average  reasonably 
expected  economic  life  of  the  facilities  being 
financed  loith  the  proceeds  of  such  issue  (de- 
termined under  section  147(b)  of  the  1986 
Code),  or 

(ii)  the  refunding  bond  has^  a  maturity 
date  not  later  than  the  date  which  is  17 
years  after  the  date  on  which  the  qualified 
bond  was  issued 

In  the  case  of  a  qualified  bond  which  was 
(when  issued)  a  qualified  mortgage  bond  or 
a  qualified  veterans'  mortgage  l)ond  sub- 
paragraph (B)(i)  shall  not  apply  and  sub- 
paragraph (B)(ii)  shall  be  applied  by  substi- 
tuting "32  years"  for  "17  years". 

(2)  Qualified  bond.— For  purposes  of  para- 
graph (1),  the  term  "qualified  bond"  means 
any  bond  (other  than  a  refunding  bond)— 

(A)  issued  before  August  16,  1986,  or 

(B)  issued  after  August  IS.  1986,  if  section 
1312(a)  applies  to  such  bond 

(3)  Certain  amendments  to  apply.— The  fol- 
lowing provisions  of  the  1986  Code  shall  6e 
treated  as  included  in  section  103  and  sec- 
tion 103 A  (as  appropriate)  of  the  19S4  Code 
and  shall  apply  to  refunding  bonds  de- 
scribed in  paragraph  (1): 

(A)  The  requirements  of  section  147(f)  (re- 
lating to  public  approval  required  for  pri- 
vate activity  bonds)  but  only  if  the  maturity 
date  of  the  refunding  bond  is  later  than  the 
maturity  date  of  the  refunded  bond. 

(B)  The  requirements  of  section  147(g)  (re- 
lating to  restriction  on  issuance  costs  fi- 
nanced by  issue). 

(C)  The  requirements  of  section  148  (relat- 
ing to  arbitrage). 

(D)  The  requirements  of  section  149(e)  (re- 
lating to  information  reporting). 

(E)  The  provisions  of  section   ISO(b)  of 
such  Code  (relating  to  changes  in  use). 
Subparagraphs  (A)  and  (D)  shall  apply  only 
if  the  refunding  bond  is  issued  after  Decem- 
ber 31.  1986. 

(4)  Special  rules  for  certain  government 
bonds  issued  after  august  is,  i9S6.—In  the 
case  of  any  bond  described  in  section 
1312(c)(2)— 

(A)  paragraph  (2)  of  this  subsection  shall 
be  applied  by  substituting  "August  31,  1986" 
for  "August  IS.  1986". 

(B)  paragraph  (3)  shall  be  applied  without 
regard  to  subparagraphs  (A),  (B).  and  (E), 
and 

(C)  such  bond  shall  not  be  treated  as  a  pri- 
vate activity  bond  for  purposes  of  applying 
the  requirements  referred  to  in  subpara- 
graphs (C)  and  (D)  of  paragraph  (3). 

(b)  Certain  Advance  Refundings.— 

(1)  In  general.— Except  as  provided  in 
paragraph  (3),  the  amendments  made  by  sec- 
tion 1301  shall  not  apply  to  any  bond  the 
proceeds  of  which  are  used  exclusively  to  ad- 
vance refund  a  bond  if— 

(A)  the  refunded  bond  is  described  in  para- 
graph (2),  and 

(B)  the  requirements  of  subsection 
(a)(1)(B)  are  met 

(2)  Non-idb's,  etc.— a  bond  is  described  in 
this  paragraph  if  sueh  bond  is  not  described 
in  subsection  (b)(2)  or  (o)(2)(A)  of  section 
103  of  the  1954  Code  and  was  issued  (or  was 
issued  to  refund  a  bond  issued)  before 
August  16,  1986. 
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(3)  CatTAiN  AMKHDioMTS  TO  APPLY.— The  fol- 
lowing pTxniiiont  of  the  1986  Code  shall  be 
treated  <u  included  in  section  103  and  sec- 
tion 103A  (as  appropriate)  of  the  19S4  Code 
and  shall  appty  to  refunding  bonds  de- 
scribed in  paragraph  <1>: 

(A)  The  reguirements  of  section  147(f)  (re- 
lating to  public  approval  reguired  for  pri- 
vate actitfitv  bonds). 

(B)  The  reguirements  of  section  147(g)  (re- 
lating to  restriction  on  issuance  costs  fi- 
nanced by  issue). 

(C)  The  reguirements  of  section  148  (relat- 
ing to  arbitrage),  except  that  section 
148(d)(3)  shall  not  apply  to  proceeds  of  such 
bonds  to  be  used  to  discharge  the  refunded 
bonds. 

(D)  The  reguirements  of  paragraphs  (3) 
and  (4)  of  section  149(d)  (relating  to  ad- 
vance refundings). 

(E)  The  reguirements  of  section  149(e)  (re- 
lating to  information  reporting). 

(F)  The  provisions  of  section  ISO(b)  of 
such  Code  (relating  to  clianges  in  use). 
Subparagraphs  (A)  and  (E)  shall  apply  only 
if  the  refunding  bond  is  issued  after  Decem- 
ber 31, 1988. 

(4)  Special  rule  por  certain  oovermment 

BOMDS  aSUED  APTER  AVOVST  IS,    ltS$.—In  the 

ease  of  any  bond  described  in  section 
1312(c)(2)- 

(A)  paragraph  (2)  of  this  subsection  shall 
be  applied  by  substituting  "September  1. 
1988"  for  "August  IS,  1988". 

(B)  paragraph  (3)  shall  be  applied  without 
regard  to  subparagraphs  (A),  (B),  and  (F), 
and 

(C)  such  bond  shall  not  be  treated  as  a  pri- 
vate activity  bond  for  purposes  of  apjaying 
the  reguirements  referred  to  in  subpara- 
graphs (C)  and  (E). 

(5)  Certain  repvndino  bonds  subject  to 
VOLUME  CAP.— Any  refunding  bond  described 
in  paragraph  (1)  the  proceeds  of  which  are 
used  to  refund  a  bond  issued  as  part  of  an 
issue  S  percent  or  more  of  the  net  proceeds  of 
which  are  to  be  used  to  proxnde  an  output 
facility  (within  the  meaning  of  section 
141(b)(4)  of  the  1986  Code)  shaU  be  treated 
as  a  private  activity  bond  for  purposes  of 
section  146  of  the  1986  Code  (to  the  extent  of 
the  noTigovemmental  use  of  such  issue, 
under  rules  similar  to  the  rules  of  section 
146(m)(2)  of  such  Code).  For  purposes  of  the 
preceding  sentence,  use  by  a  SOI  (c)(3)  orga- 
nization with  respect  to  its  activities  which 
do  not  constitute  unrelated  trades  or  busi- 
nesses (determined  by  applying  section 
513(a)  of  the  1986  Code)  shaU  not  be  taken 
into  account 

(c)  TRMsniENT  OP  Current  Repundinos  op 
Certain  IDB's  and  501(c)(3)  Bonds.— 

(1)    $40,000,000    LIMIT   POR    certain    SMALL 

asuE  BONDS.— Paragraph  (10)  of  section 
144(a)  of  the  1986  Code  shaU  not  apply  to 
any  bond  the  proceeds  of  which  are  used  ex- 
clusively to  refund  a  tax-exempt  bond  to 
which  such  paragraph  and  the  correspond- 
ing provision  of  prior  law  do  not  apply  if— 

(A)  the  refunding  bond  has  a  maturity 
date  not  later  than  the  maturity  date  of  the 
Tended  bond, 

(B)  the  amount  of  the  refunding  bond  does 
not  exceed  the  outstanding  amount  of  the  re- 
funded bond, 

(C)  the  interest  rate  on  the  refunding  bond 
is  lower  than  the  interest  rate  on  the  refund- 
ed bond,  and 

(D)  the  net  proceeds  of  the  refunding  bond 
are  used  to  redeem  the  refunded  bond  not 
later  than  90  doyt  after  the  date  of  the  issu- 
ance of  the  refunding  hand. 

(2J  tl5O.OOO.0PO  laoTATioit  por  certain 
MUCMSt  BOMDE.— Subsection  (b)  of  section 
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145  of  the  1986  Code  (relating  to 
8150,000,000  limitation  for  nonhospital 
bonds)  shall  not  apply  to  any  bond  the  pro- 
ceeds of  which  are  used  exclusively  to  refund 
a  tax-exempt  bond  to  which  such  subsection 
does  not  apply  if— 

(A)(i)  the  average  maturity  of  the  issue  of 
which  the  refunding  bond  is  a  part  does  not 
exceed  120  percent  of  the  average  reasonably 
expected  economic  life  of  the  facilities  being 
financed  vaith  the  proceeds  of  such  issue  (de- 
termined under  section  147(b)  of  the  1986 
Code),  or 

(ii)  the  refunding  bond  has  a  maturity 
date  not  later  than  the  later  of  the  date 
which  is  17  years  after  the  date  on  which  the 
gualified  bond  (as  defined  in  subsection 
(a)(2))  was  issued,  and 

(B)  the  reguirements  of  subparagraphs  (B) 
and  (D)  of  paragraph  (1)  are  met  with  re- 
spect to  the  refunding  bond. 
Subsection  (b)  of  section  145  of  the  1986 
Code  shall  not  apply  to  the  1st  advance  re- 
funding after  March  14,  1986,  of  a  bond 
issued  before  January  1,  1986. 

(3)  Appucation  to  later  issues.— Any  bond 
to  which  section  144(a)(10)  or  145(b)  of  the 
1986  Code  does  not  apply  by  reason  of  this 
section  shall  be  taken  into  account  in  deter- 
mining whether  such  section  applies  to  any 
later  issue. 

SEC  ISH.  SPECIAL  RVLBS  WHICH  OVERRIDE  OTHER 
RULES  IN  THIS  SUBTITLE. 

(a)  Arbitraqe  Restriction  on  Investments 
IN  ANNurnss.-ln  the  case  of  a  bond  issued 
after  September  25,  1985,  section  103(c)  of 
the  1954  Code  shall  be  applied  by  treating 
the  reference  to  securities  in  paragraph  (2) 
thereof  as  including  a  reference  to  an  annu- 
ity contract 

(b)  Temporary  Period  por  Advance  Re- 
pundinos.—In  the  case  of  a  bond  issued  after 
December  31,  1985,  to  advance  refund  a 
bond,  the  initial  temporary  period  under 
section  103(c)  of  the  1954  Code  with  respect 
to  the  proceeds  of  the  refunding  bond  shall 
end  not  later  than  30  days  after  the  date  of 
issue  of  the  refunding  bond. 

(c)  Determination  of  Yield.— In  the  case  of 
a  Iwnd  issued  after  December  31,  1985,  for 
purposes  of  section  103(c)  of  the  1954  Code, 
the  yield  on  an  issue  shall  be  determined  on 
the  basis  of  the  issue  price  (within  the  mean- 
ing of  sections  1273  and  1274  of  the  1986 
Code). 

(d)  ARBrrRAOE  Rebate  Requirement.— 

(1)  In  qeneral.— Except  as  otherwise  pro- 
vided in  this  subsection,  in  the  case  of  a 
bond  issued  after  December  31,  1985,  section 
103  of  the  1954  Code  shaU  be  treated  as  in- 
cluding the  reguirements  of  section  148(f)  of 
the  1986  Code  in  order  for  section  103(a)  of 
the  1954  Code  to  apply. 

(2)  Government  bonds.— In  the  case  of  a 
bond  described  in  section  1312(c)(2)  (and 
not  described  in  paragraph  (3)  of  this  sub- 
section), paragraph  (1)  shall  be  applied  by 
substituting  "August  31,  1986"  for  "Decem- 
ber 31, 1985". 

(3)  Certain  pools.— 

(A)  In  qeneral.— In  the  case  of  a  bond  de- 
scribed in  section  1312(c)(2)  and  issued  as 
part  of  an  issue  described  in  suttparagraph 
(B),  (C),  (D),  or  (E),  paragraph  (1)  shaU  be 
applied  by  substituting  "3  p.m.  E.D.T.,  July 
17,  1986"  for  "December  31,  1985".  Such  a 
bond  shall  not  be  treated  as  a  private  activi- 
ty bond  for  purposes  of  applying  section 
148(f)  of  the  1986  Code. 

(B)  Loans  to  unrelated  governmental 
units.— An  issue  is  described  in  this  subpara- 
graph if  any  portion  of  the  proceeds  of  the 
issue  is  to  be  used  to  make  or  finance  loaru 
to  any  governmental  unit  other  than  any 


governmental  unit  which  is  subordinate  to 

the  issuer  and  the  jurisdiction  of  which  is 

within— 
(i)  the  Jurisdiction  of  the  issuer,  or 
(ii)  the  jurisdiction  of  the  governmental 

unit  on  behalf  of  which  such  issuer  issued 

the  issue. 

(C)  Less  than  h  percent  op  projects  iden- 
tified.—An  issue  is  described  in  this  sulh 
paragraph  if  less  than  75  percent  of  the  pro- 
ceeds of  the  issue  is  to  be  used  to  make  or  fi- 
nance loaTts  to  initial  borrovxrs  to  finance 
projects  identified  (with  specificity)  by  the 
issuer,  on  or  before  the  date  of  issuance  of 
the  issue,  as  projects  to  be  financed  with  the 
proceeds  of  the  issue. 

(D)  Less  than  a  percent  op  funds  commit- 
ted TO  BE  BORROWED.— An  issuc  is  descrH>ed 
in  this  subparagraph  if,  on  or  before  the 
date  of  issuance  of  the  issue,  commitments 
have  not  been  entered  into  by  initial  bor- 
rowers  to  borrow  at  least  25  percent  of  the 
proceeds  of  the  issue. 

(E)  Certain  long  maturity  issues.— An 
issue  is  described  in  this  subparagraph  if— 

(i)  the  maturity  date  of  any  bond  issued  as 
part  of  such  issue  exceeds  30  years,  and 

(ii)  any  principal  payment  on  any  loan 
made  or  financed  by  the  proceeds  of  the 
issue  is  to  be  used  to  make  or  finance  addi- 
tional loans. 

(F)  Special  rules.— 

(i)  Exception  from  subparaqraphs  (o  and 

(Dl   WNEKE  similar  POOLS  ISSUED  BY  ISSUER.— 

An  issue  shall  not  be  treated  as  described  in 
subparagraph  (C)  or  (D)  with  respect  to  any 
issue  to  make  or  finance  loans  to  govern- 
mental units  if— 

(I)  the  issuer,  before  1986,  issued  1  or  more 
similar  issues  to  make  or  finance  loans  to 
governmental  units,  and 

(II)  the  aggregate  face  amount  of  such 
issues  issued  during  1986  does  not  exceed 
250  percent  of  the  average  of  the  annual  ag- 
gregate face  amounts  of  such  similar  issues 
issued  during  1983,  1984,  or  1985. 

(ii)  Determination  of  issuance.— For  pur- 
poses of  subparagraph  (A),  an  issue  shall  not 
be  treated  as  issued  untU— 

(I)  the  bonds  issued  as  part  of  such  issue 
are  offered  to  the  public  (pursuant  to  final 
offering  materials),  and 

(II)  at  least  25  percent  of  such  boTids  is 
sold  to  the  public 

For  purposes  of  the  preceding  sentence,  the 
sale  of  a  bond  to  a  securities  firm,  broker,  or 
other  person  acting  in  the  capacity  of  an 
underwriter  or  wholesaler  shall  not  be  treat- 
ed as  a  sale  to  the  public 

(e)  Information  Reporting.— In  the  case  of 
a  bond  issued  after  December  31,  1986,  noth- 
ing in  section  103(a)  of  the  1986  Code  or  any 
other  provision  of  law  shall  be  construed  to 
provide  an  exemption  from  Federal  income 
tax  for  interest  on  any  bond  unless  such 
bond  satisfies  the  reguirements  of  section 
149(e)  of  the  1986  Code.  A  bond  described  in 
section  1312(c)(2)  shall  not  be  treated  as  a 
private  activity  bond  for  purposes  of  apply- 
ing such  requirements. 

(f)  Abusive  Transaction  Limttation  on  Ad- 
vance Repundinos  To  Apply.— In  the  case  of 
a  l>ond  issued  after  December  31,  1986,  noth- 
ing in  section  103(a)  of  the  1986  Code  or  any 
other  provision  of  law  shall  be  construed  to 
provide  an  exemption  from  Federal  income 
tax  for  interest  on  any  bond  if  the  issue  of 
which  such  bond  is  a  part  is  described  in 
paragraph  (4)  of  section  149(d)  of  the  1986 
Code  (relating  to  abusive  traiuactions). 

(g)  Section  To  Override  Onsa»  Rules.— 
Except  as  otherwise  expressly  provided  by 
reference  to  a  provision  to  which  a  subsec- 
tion of  this  section  applies,  nothing  in  any 
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other  section  of  this  si^title  shall  be  con- 
strued as  exempting  any  bond  from  the  ap- 
plication such  provision. 

SBC    ItlS.    TRANSITIONAL    RULES    RSLATINe    TO 
VOLUME  CAP. 

(a)  In  General.— Except  as  otherwise  pro- 
vided in  this  section,  section  146(f)  of  the 
1986  Code  shall  not  apply  with  respect  to  an 
issuing  authority's  volume  cap  under  sec- 
tion 103(n)  of  the  19S4  Code,  and  no  carry- 
forward under  such  section  103<nl  shall  be 
recognized  for  bonds  issued  after  August  15, 
1986. 

fbJ  Certain  Bonds  /or  Carryforward 
Projects  Outside  or  Volume  Cap.— Bonds 
issued  pursuant  to  an  election  under  section 
103<n)ll0)  of  the  1954  Code  (relating  to  elec- 
tive carryforward  of  unused  limitation  for 
specified  project)  made  before  November  1, 
1985.  shall  not  be  taken  into  account  under 
section  146  of  the  1986  Code  if  the  carryfor- 
ward project  is  a  facility  to  which  the 
amendments  made  by  section  1301  do  not 
apply  by  reason  of  section  1312(a)  of  this 
Act 

(c)  Volume  Cap  Not  To  Apply  With  Re- 
spect TO  Certain  Facilities  and  Purposes.— 
Section  146  of  the  1986  Code  shall  not  apply 
to  any  bond  issued  vnth  respect  to  any  facil- 
ity or  purpose  described  in  a  paragraph  of 
subsection  (d)  if— 

(1)  such  bond  would  not  have  been  taken 
into  account  under  section  103(n)  of  the 
1954  Code  (determined  without  regard  to 
any  carryforward  election)  were  such  bond 
iuued  before  August  16,  1986,  or 

(2)  such  bond  would  not  have  been  taken 
into  account  under  section  103(n)  of  the 
1954  Code  (determined  with  regard  to  any 
carryforward  election  made  before  January 
1. 1986)  were  such  bond  issued  before  August 
16. 1986. 

(d)  Facilities  and  Pxirposes  Described.— 

(1)  A  facility  is  described  in  this  para- 
graph if  the  amendments  made  by  section 
201  of  this  Act  (relating  to  depreciation)  do 
not  apply  to  such  facility  by  reason  of  sec- 
tion 204(a)(8)  of  this  Act  (or,  in  the  case  of  a 
facility  which  is  govemmentally  owned, 
would  not  apply  to  such  facility  were  it 
oumed  by  a  nongovernmental  person). 

(2)  A  facility  or  purpose  is  described  in 
this  paragraph  if  the  facility  or  purpose  is 
described  in  a  paragraph  of  section  1317. 

(3)  A  facility  U  described  in  this  para- 
graph if  the  facility— 

(A)  serves  Los  Osos,  California,  and 

(B)  would  be  described  in  paragraph  (1) 
were  it  a  solid  waste  disposal  facility. 

The  aggregate  face  amount  of  bonds  to 
which  this  paragraph  applies  shall  not 
exceed  $35,000,000. 

(4)  A  facUity  is  described  in  thU  para- 
graph if  it  is  a  sewage  disposal  facility  with 
respect  to  which— 

(A)  on  September  13.  1985.  the  StaU  public 
facilities  authority  took  official  action  au- 
thorizing the  issuance  of  bonds  for  such  fa- 
cility, and 

(B)  on  December  30, 1985.  there  was  an  ex- 
eetUive  order  of  the  State  Governor  granting 
allocation  of  the  State  ceiling  under  section 
103(n)  of  the  1954  Code  in  the  amount  of 
$250,000,000  to  the  Industrial  Development 
Board  of  the  Parish  of  East  Baton  Rouge, 
Louisiana. 

The  aggregate  face  amount  of  bonds  to 
which  this  paragraph  applies  shaU  TU»t 
exceed  $98,500,000. 

(5)  A  faeUity  is  described  in  this  paro- 
graphif— 

(A)  such  facUity  is  a  solid  wasU  disposal 
ytacttUy  in  CnaHeston,  South  Carolina,  and 


(B)  a  State  political  subdivision  took 
formal  action  on  April  1.  1980,  to  commit 
development  funds  for  such  facility. 
For  purposes  of  determining  whether  a  borid 
issued  as  part  of  an  issue  for  a  facility  de- 
scribed in  the  preceding  sentence  is  an 
exempt  facility  bond  for  purposes  of  part  IV 
of  sub<^pter  B  of  chapter  1  of  the  1986 
Code,  "90  percent"  shall  be  substituted  for 
"95  percent"  in  section  142(a)  of  the  1986 
Code. 

The  aggregate  face  amount  of  ttonds  to 
which  this  paragraph  applies  shall  not 
exceed  $75,000,000. 

(6)  A  facUity  U  described  in  thU  para- 
graph if— 

(A)  such  facility  is  a  wastewater  treatment 
facility  for  which  site  preparation  com- 
menced before  September  1985,  and 

(B)  a  parish  council  approved  a  service 
agreement  with  respect  to  such  facility  on 
December  4, 1985. 

The  aggregate  face  amount  of  bonds  to 
which  this  paragraph  applies  shall  not 
exceed  $120,000,000. 

(e)  Treatment  or  Redevelopment  Bonds.— 
Any  bond  to  which  section  1317(6)  of  this 
Act  applies  shall  be  treated  for  purposes  of 
this  section  as  descritied  in  subsection  (c)(1). 

SEC  lilt.  PROViaONS  REUTINC  TO  CERTAIN  ES- 
TABUSBED  STATE  PROGRAMS. 

(a)  Certain  Loans  to  Veterans  roR  the 
Purchase  or  Land.— 

(1)  In  general.— a  bond  described  in  para- 
graph (2)  shall  be  treated  as  descrH>ed  in  sec- 
tion 141(d)(1)  of  the  1986  Code,  but  subsec- 
tions (a),  (b),  (c),  and  (d)  of  section  147  of 
such  Code  shall  not  apply  to  such  bond 

(2)  Bond  described.— A  bond  is  described 
in  this  paragraph  if— 

(A)  such  bond  is  a  private  activity  bond 
solely  by  reason  of  section  141(c)  of  such 
Code,  and 

(B)  such  bond  is  issued  as  part  of  an  issue 
95  percent  or  more  of  the  net  proceeds  of 
which  are  to  be  used  to  carry  out  a  program 
established  under  State  law  to  proiHde  loans 
to  veterans  for  the  purchase  of  land  and 
which  has  been  in  effect  in  substantially  the 
same  form  during  the  30-year  period  ending 
on  July  18,  1984,  but  only  if  such  proceeds 
are  used  to  make  loaru  or  to  fund  similar 
obligations— 

(i)  in  the  same  manner  in  which, 
(ii)  in  the  same  (or  lesser)  amount  or  mul- 
tiple of  acres  per  participant,  and 

(Hi)  for  the  same  purposes  for  which, 
such  program  was  operated  on  March  15, 
1984. 

(b)  Renewable  Energy  Property.— 

(1)  In  qenerau-A  bond  descrit>ed  in  para- 
graph (2)  shall  be  treated  as  described  in  sec- 
tion 141(d)(1)  of  the  1986  Code. 

(2)  Bond  described.— A  bond  is  described 
in  this  paragraph  if  paragraph  (1)  of  section 
103(b)  of  the  1954  Code  uxnild  not  (without 
regard  to  the  amendments  made  by  this 
title)  har>e  applied  to  such  t>ond  by  reason  of 
section  243  of  the  Crude  Oil  WindfaU  Profit 
Tax  Act  of  1980  if- 

(A)  such  section  243  were  applied  by  sub- 
stituting "95  percent  or  more  of  the  net  pro- 
ceeds" for  "substantially  all  of  the  proceeds" 
in  subsection  (a)(1)  thereof,  and 

(B)  subparagraph  (E)  of  stAsection  (a)(1) 
thereof  referred  to  section  149(b)  of  the  1986 
Code. 

(c)  Certain  State  Proorams.— 

(1)  In  qenerau—A  bond  described  in  para- 
graph (2)  shaU  be  treated  as  described  in  sec- 
tion 141(d)(1)  of  the  1986  Code. 

(2)  Bond  described.— A  iMttd  is  described 
in  this  paragraph  if  such  bond  is  issued  as 
part  of  an  issue  95  percent  or  more  of  the 


net  proceeds  of  which  are  to  be  used  to  carry 
out  a  program  established  under  sections 
280A,  280B.  and  280C  of  the  Iowa  Code,  but 
only  if— 

(A)  such  program  has  been  in  effect  in  sub- 
stantially the  same  form  since  July  1,  1983, 
and 

(B)  such  proceeds  are  to  be  used  to  make 
loans  or  fund  similar  obligatioru  for  the 
same  purposes  as  permitted  under  such  pro- 
gram on  July  1. 1986. 

(3)  $100,000,000  LIMITATION.— The  aggregate 
face  amount  of  outstanding  bonds  to  which 
this  subsection  applies  shall  not  exceed 
$100,000,000. 

(d)  Use  by  Certain  Federal  Instrumental- 
ities Treated  as  Use  by  Governmental 
Units.— Use  by  an  instrumentality  of  the 
United  States  shall  be  treated  as  use  by  a 
State  or  local  governmental  unit  for  pur- 
poses of  section  103,  and  part  IV  of  subchap- 
ter B  of  chapter  1,  of  the  1986  Code  with  re- 
spect to  a  program  approved  by  C^ongreu 
before  August  3, 1972,  but  only  if— 

(1)  a  portion  of  such  program  has  been  fi- 
nanced by  bonds  issued  before  such  date,  to 
which  section  103(a)  of  the  1954  Code  ap- 
plied pursuant  to  a  rvling  issued  by  the 
Commissioner  of  the  Internal  Revenue  Serv- 
ice, and 

(2)  construction  of  1  or  more  facilities 
comprising  a  part  of  such  program  com- 
menced before  such  date. 

(e)  1  Retundino  Permitted  or  Certain 
Bonds  Invested  in  Federally  Insured  De- 
posits.- 

(1)  In  oeneral.— Section  149(b)(2)(B)(ii)  of 
the  1986  Code  shall  not  apply  to  any  bond 
issued  to  refund  a  bond— 

(A)  whicK  when  issued,  would  have  been 
treated  as  federally  guaranteed  by  reason  of 
being  described  in  clause  (ii)  of  section 
103(h)(2)(B)  of  the  1954  Code  if  such  section 
had  applied  to  such  t>ond,  and 

(B)(i)  u)hich  was  issued  before  April  IS, 
1983.  or 

(ii)  to  u)hich  such  clause  did  not  apply  by 
reason  of  the  except  clause  in  section 
631(c)(2)  of  the  Tax  Reform  Act  of  1984. 
Section  147(c)  of  the  1986  Code  shall  not 
apply  to  any  refunding  bond  permitted 
under  the  preceding  sentence  if  section 
103(b)(16)  of  the  1954  Code  did  not  apply  to 
the  refunded  bond  when  issued. 

(2)  Requirements.— A  refunding  bond 
meets  the  reouirements  of  this  paragraph 
if- 

(A)  the  refunding  bond  has  a  maturity 
date  not  later  than  the  maturity  date  of  the 
refunded  bond, 

(B)  the  amount  of  the  refunding  bond  does 
not  exceed  ttie  outstanding  arriount  of  Ou  re- 
funded bond, 

(C)  the  weiifiUed  average  interest  rate  on 
the  refunding  ttond  is  lower  than  the  weight- 
ed average  interest  rate  on  the  refunded 
bond,  and 

(D)  the  net  proceeds  of  the  refunding  bond 
are  used  to  redeem  the  refunded  bond  not 
later  than  90  days  after  the  daU  of  the  issu- 
ance of  the  refunding  bond 

(f)  Certain  Hydroelectric  GENERATma 
Property.— 

(1)  In  oeneral.— a  bond  described  in  para- 
graph (2)  ShaU  be  treated  as  described  in  sec- 
tion 141(d)(1)  of  the  1986  Code. 

(2)  Description.— A  bond  is  described  in 
this  paragraj^  if  such  bond  is  issued  as  part 
of  an  issue  95  percent  or  more  of  the  net  pro- 
ceeds of  which  are  to  be  used  to  provide  a  fa- 
cUity described  in  section  103(b)(4)(H)  of 
the  1954  Code  determined— 
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lA)  by  substituting  "an  application  for  a 
license"  for  "an  application"  in  section 
103lb)<8)(E)(ii)  of  the  1954  Code,  and 

(B)  by  applying  the  requirements  of  sec- 
tion 142(bK2)  of  the  1986  Code. 

(gJ  Trsatkent  of  Bonds  Subject  to  Tran- 
smoNAL  Rules  Under  Tax  Reform  Act  of 
1984.- 

(1)  Subsections  (d)(3)  and  (f)  of  section 
148  of  the  1986  Code  shall  not  apply  to  any 
6ond  described  in  section  624(c)(2)  of  the 
Tax  Reform  Act  of  1984. 

(2)(A)  There  shall  not  be  taken  into  ac- 
count under  section  146  of  the  1986  Code 
any  bond  descrityed  in  the  paragraph  (3)  of 
section  631(a)  of  the  Tax  Reform  Act  of  1984 
relating  to  exception  for  certain  bonds  for  a 
cont>ention  center  and  resource  recovery 
project 

(B)  If  a  bond  issued  as  part  of  an  issue 
substantially  all  of  the  proceeds  of  which  are 
used  to  provide  the  convention  center  to 
which  such  paragraph  (3)  applies,  such  bond 
sAoZi  be  treated  as  an  exempt  facility  bond 
as  defined  in  section  142(a)  of  the  1986 
Code. 

(C)  If  a  t>ond  which  is  issued  as  part  of  an 
issue  substantially  all  of  the  proceeds  of 
which  are  used  to  provide  the  resource  re- 
covery project  to  which  paragraph  (3)  ap- 
plies, such  bond  shall  be  treated  as  an 
exempt  facility  bond  as  defined  in  section 
142(a)  of  the  1986  Code  and  section  149(b)  of 
such  Code  shall  not  apply. 

(3)  The  amendments  made  by  section  1301 
shall  not  apply  to  bonds  issued  to  finance 
any  property  described  in  section  631(d)(4) 
of  the  Tax  Reform  Act  of  1984. 

(4)  The  amendments  made  by  section  1301 
shall  not  apply  to— 

(A)  any  l>ond  issued  to  finance  property 
described  in  section  631(d)(5)  of  the  Tax 
Reform  Act  of  1984, 

(B)  any  bond  described  in  paragraph  (2). 
(3).  (4).  (5),  (6).  or  (7)  of  section  632(a).  or 
section  632(b).  of  such  Act,  and 

(C)  any  bond  to  which  section  632(g)(2)  of 
such  Act  applies. 

In  the  case  of  bonds  to  which  this  paragraph 
applies,  the  requirements  of  sections  148  and 
149(d)  shall  be  treated  as  included  in  section 
103  of  the  1954  Code  and  shall  apply  to  such 
bonds. 

(5)  The  preceding  provisions  of  this  sub- 
section shall  not  apply  to  any  bond  issued 
after  December  31.  1988. 

(6)  The  amendments  made  by  section  1301 
shall  not  apply  to  any  bond  issued  to  fi- 
nance property  described  in  section 
216(b)(3)  of  the  Tax  Equity  and  Fiscal  Re- 
sponsibility Act  of  1982. 

(7)  In  the  case  of  a  bond  described  in  sec- 
tion 632(d)  of  the  Tax  Reform  Act  of  1984— 

(A)  section  141  of  the  1986  Code  shaU  be 
applied  toithout  regard  to  subsection  (a)(2) 
and  sul)section  (b)(5)  and  paragraphs  (1) 
and  (2)  of  subsection  (b)  thereof  shall  be  ap- 
plied by  substituting  "25  percent"  for  "10 
percent"  each  place  it  appears,  and 

(B)  section  149(b)  of  the  1986  Code  shall 
not  apply. 

(8)(A)  The  amendments  made  by  section 
1301  shall  not  apply  to  any  bond  to  which 
section  629(a)(1)  of  the  Tax  Reform  Act  of 
1984  applies,  but  such  bond  shall  be  treated 
as  a  private  activity  bond  for  purposes  of 
section  146  of  the  1986  Code. 

(B)  Section  629  of  the  Tax  Reform  Act  of 
J  984  is  amended— 

(i)  in  suttsection  (c)(2),  6v  striking  out 
"t62S,000.000"  and  inserting  in  lieu  thereof 
"t911,000.000". 

(ii)  in  subsection  (c)(3),  by  adding  at  the 
end  thereof  the  following  new  subpara- 
grapha: 
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"(D)  Improvements  to  existing  generating 
facilities. 

"(E)  Transmission  lines. 

"(F)  Electric  generating  facilities. ",  and 

(Hi)  in  subsection  (a),  by  adding  at  the 
end  thereof  the  following  new  sentence:  "The 
preceding  sentence  shall  be  applied  by  in- 
serting 'and  a  rural  electric  cooperative  util- 
ity' after  'regulated  public  utility'  but  only  if 
not  more  than  1  percent  of  the  load  of  the 
public  power  authority  is  sold  to  such  rural 
electric  cooperative  utility. " 

(h)  Certain  Pollution  Bonds.— Any  bond 
which  is  treated  as  described  in  section 
103(b)(4)(F)  of  the  1954  Code  by  reason  of 
section  13209  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985  shall  be 
treated  as  a  exempt  facility  bond  for  pur- 
poses of  part  IV  of  subchapter  B  of  chapter  1 
of  the  1986  Code,  and  section  147(d)  of  the 
1986  Code  shall  not  apply  to  such  twnd. 

(i)  TRANsrrroN  Rule  for  Aggreoate  Limit 
PER  Taxpayer.— For  purposes  of  section 
144(a)(10)  of  the  1986  Code,  tax  increment 
bonds  described  in  section  1869(c)(3)  of  this 
Act  which  are  issued  before  August  16,  1986, 
shall  not  be  taken  into  account  under  sub- 
paragraph (B)(ii)  thereof 

(j)  Extension  of  Advance  Refunding  Ex- 
ception FOR  Qualified  Pvbuc  Facility.— 
Paragraph  (4)  of  section  631(c)  of  the  Tax 
Reform  Act  of  1984  is  amended— 

(1)  by  striking  out  "or  the  Dade  County, 
Florida,  airport"  in  the  last  sentence,  and 

(2)  by  adding  at  the  end  thereof  the  follow- 
ing new  sentence:  "In  the  case  of  refunding 
obligations  not  to  exceed  $40,000,000  with 
respect  to  the  Dade  County,  Florida,  airport, 
the  first  sentence  of  this  paragraph  shall  be 
applied  by  substituting  'December  31,  1987' 
for  December  31,  1984'  and  the  amendments 
made  by  section  1301  of  the  Tax  Reform  Act 
of  1986  shall  not  apply.  " 

(k)  Expansion  of  Exception  for  River 
Place  Project.— Section  1104  of  the  Mort- 
gage Subsidy  Bond  Tax  Act  of  1980,  as 
added  by  the  Tax  Reform  Act  of  1984,  is 
amended— 

(1)  by  striking  out  "December  31,  1984, "  in 
subsection  (p)  and  inserting  in  lieu  thereof 

"December  31,  1984  (other  than  obligations 
descnbed  in  subsection  (rXD), ",  and 

(2)  by  striking  out  "$55,000,000,"  in  sub- 
section (r)(l)(B)  and  inserting  in  lieu  there- 
of "$110,000,000  of  which  $55,000,000  must 
be  redeemed  no  later  than  November  1, 
1987". 

(I)  Certain  Refundinos.— Section  628(g)  of 
the  Tax  Reform  Act  of  1984  (and  the  amend- 
ments made  by  section  1301  of  this  Act)  shall 
not  apply  to  any  refunding  obligation  if  the 
refunded  issue  was  approved  by  a  city  build- 
ing commission  on  April  29,  1982,  and  was 
issued  on  May  11,  1982.  and  the  refunding 
obligations  were  issued  before  January  1, 
1987. 

SBC  1317.  TRANSITIOSAL  RVLES  FOR  SPECIFIC  FA- 
CILITIES. 

(1)  Docks  and  wharves.— A  bond  issued  as 
part  of  an  issue  95  percent  or  more  of  the 
net  proceeds  of  which  are  to  be  used  to  pro- 
vide any  dock  or  wharf  (within  the  meaning 
of  section  103(b)(4)(D)  of  the  1954  Code) 
shall  be  treated  as  an  exempt  facility  bond 
(for  a  facility  described  in  section  142(a)(2) 
of  the  1986  Code)  for  purposes  of  part  IV  of 
subchapter  B  of  chapter  1  of  the  1986  Code  if 
such  dock  or  wharf  is  described  in  any  of  the 
following  subparagraphs: 

(A)  A  dock  or  wharf  is  described  in  this 
subparagraph  if— 

(i)  the  issue  to  finance  such  dock  or  wharf 
was  approved  by  official  city  action  on  Sep- 
tember 3,  1985,  and  by  voters  on  November 
5,  1985,  and 
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(ii)  such  dock  or  wharf  is  for  a  slack  water 
harbor  with  respect  to  which  a  Corps  of  En- 
gineers grant  of  approximately  $2,000,000 
has  been  made  under  section  107  of  the 
Rivers  and  Harbors  Act. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $2,500,000. 

(B)  A  dock  or  wharf  is  described  in  this 
subparagraph  if— 

(i)  inducement  resolutions  were  adopted 
on  May  23,  1985,  September  18,  1985,  and 
September  24,  1985,  for  the  issuance  of  the 
bonds  to  finance  such  dock  or  wharf, 

(ii)  a  harbor  dredging  contract  with  re- 
spect thereto  was  entered  into  on  August  2, 
1985,  and 

(Hi)  a  construction  management  and  joint 
venture  agreement  with  respect  thereto  was 
entered  into  on  October  1,  1984. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $625,000,000. 

(C)  A  facility  is  described  in  this  subpara- 
graph if- 

(i)  the  legislature  first  authorized  on  June 

29.  1981,  the  State  agency  issuing  the  bond 
to  issue  at  least  $30,000,000  of  bonds, 

(ii)  the  developer  of  the  facility  was  select- 
ed on  April  26,  1985,  and 

(Hi)  an  inducement  resolution  for  the  issu- 
ance of  such  issue  was  adopted  on  October 
9,  1985. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $200,000,000. 

(D)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  an  inducement  resolution  was  adopted 
on  October  17,  1985,  for  such  issue,  and 

(ii)  the  city  council  for  the  city  in  which 
the  facility  is  to  be  located  approved  on  July 

30.  1985,  an  application  for  an  urban  devel- 
opment action  grant  with  respect  to  such  fa- 
cility. 

The  aggregate  face  amount  of  Imnds  to 
which  this  subparagraph  applies  shall  not 
exceed  $36,500,000.  A  facility  shall  be  treated 
as  described  in  this  subparagraph  if  it 
would  be  so  described  if  "90  percent"  were 
substituted  for  "95  percent"  in  the  material 
preceding  subparagraph  (A)  of  this  para- 
graph. 

(2)  Pollution  control  facilities.-A  bond 
issued  as  part  of  an  issue  95  percent  or  more 
of  the  net  proceeds  of  which  are  to  be  used  to 
provide  air  or  water  pollution  control  facili- 
ties (within  the  meaning  of  section 
103(b)(4)(C)  of  the  1954  Code)  shall  be  treat- 
ed as  an  exempt  facility  bond  for  purposes 
of  part  IV  of  sutxhapter  B  of  chapter  1  of 
the  1986  Code  if  such  facility  is  described  in 
any  of  the  follounng  subparagraphs: 

(A)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  inducement  resolutions  with  respect  to 
such  facility  were  adopted  on  September  23, 
1974,  and  on  Apnl  5,  1985, 

(ii)  a  bond  resolution  for  such  facility  was 
adopted  on  September  6,  1985,  and 

(Hi)  the  issuance  of  the  bonds  to  finance 
such  facility  was  delayed  by  action  of  the 
Securities  and  Exchange  Commission  (file 
numt>er  70-7127). 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $120,000,000. 

(B)  A  facility  is  descrH>ed  in  this  subpara- 
graph if— 

(i)  there  was  an  inducement  resolution  for 
such  facility  on  November  19,  1985,  and 

(ii)  design  and  engineering  studies  for 
such  facility  v>ere  completed  in  March  of 
1985. 


The  aggregate 
which  this  sub 
exceed  $25,000,1 

(C)  A  facility 
graph  if— 

(i)  a  resolutic 
board  of  super 
ance  of  bonds 
on  April  10,  191 

(ii)  such  fad 
June  12,  1985. 
The  aggregate 
which  this  sut 
exceed  $90,000, 
paragraph,  a  ] 
eludes  a  sewagi 
ity  (within 
103(b)(4)(E)  of 

(D)  A  facility 
graph  if— 

(i)  the  issuan 
ity  was  appn 
August  22,  197i 

(ii)  the  autht 
scheduled  to  ex 
approval)  on  A 
The  aggregate 
which  this  sui 
exceed  $198,001 

(E)  A  faciliti 
graph  if— 

(i)  such  facil 
4  States  with  i 
poration  traTi. 
purchase  such 
1986,  and 

(ii)  inducem 
December  30,  . 
ary  22,  1986, 
sped  to  bond 
States. 

The  aggregati 
which  this  su 
exceed  $6,000,1 

(F)  A  faciliti 
graph  if— 

(i)  inducemt 
respect  to  suet 
tember  27,  19'i 
8,  1981,  and 

(ii)  such  fac 
power  comple 
single  investot 
For  purposes 
tion  103  of  th 
fide  air  and  i 
ment,  togethei 
subordinate  e 
cated  or  to  be 
shall  be  treate 
facility.  The  a 
to  which  this  i 
exceed  $600,01 

(G)  A  facilH 
graph  if— 

(i)  such  fad 
facility  appro 
tion  control  o 
board  of  econ 
1986,  and 

(ii)  on  Augi 
tomey  gave  i 
validation  pr 
issue  and  on . 
decree  was  en 
The  aggregat 
which  this  si 
exceed  $900,01 

(I)  A  fadlit 
graph  if— 

(i)  a  privatt 
control  board 
pose  construe 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24327 


ir  a  slack  water 
a  Corps  of  En- 
tely  $2,000,000 
on  107  of  the 


scribed  in  this 


^  this  subpara- 

orized  on  June 
suing  the  bond 
bonds, 

lity  was  select- 
on  for  the  issu- 
'ed  on  October 


I  this  subpara- 

n  was  adopted 
ssue,  and 
city  in  which 
proved  on  July 
n  urban  devel- 
Kct  to  such  fa- 


.rriES.—A  bond 
ercent  or  more 
■e  to  be  used  to 
control  facili- 
of  section 
shall  be  treat- 
i  for  purposes 
f  chapter  1  of 
i«  described  in 
uphs: 
this  subpara- 

Tith  respect  to 
September  23, 

•h  facility  was 

and 

ids  to  finance 

action  of  the 

%mis5ion  (file 


this  subpara- 


The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $25,000,000. 

IC)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  a  resolution  was  adopted  by  the  county 
board  of  supervisors  pertaining  to  an  issu- 
ance of  bonds  with  respect  to  such  facility 
on  April  10.  1974,  and 

(ii)  such  facility  was  placed  in  service  on 
June  12,  1985. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $90,000,000.  For  purposes  of  this  sub- 
paragraph, a  pollution  control  facility  in- 
cludes a  sewage  or  solid  waste  disposal  facil- 
ity (within  the  meaning  of  section 
103(b)(4)(E)  of  the  1954  Code). 

(D)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  the  issuance  of  the  bonds  for  such  facil- 
ity was  approved  by  a  State  agency  on 
August  22,  1979,  and 

(ii)  the  authority  to  issue  such  bonds  was 
scheduled  to  expire  (under  terms  of  the  State 
approval)  on  August  22,  1989. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $198,000,000. 

(E)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  such  facility  is  1  of  4  such  facilities  in 
4  States  with  respect  to  which  the  Ball  Cor- 
poration transmitted  a  letter  of  intent  to 
purchase  suc/i  facilities  on  February  26. 
1986,  and 

(ii)  inducement  resolutions  were  issued  on 
December  30.  1985,  January  15,  1986.  Janu- 
ary 22,  1986.  and  March  17,  1986  with  re- 
spect to  bond  issuance  in  the  4  respective 
States. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $6,000,000. 

(F)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  inducement  resolutions  for  bonds  with 
respect  to  such  facility  were  adopted  on  Sep- 
tember 27,  1977.  May  27.  1980.  and  October 
8,  1981,  and 

(ii)  such  facility  is  located  at  a  geothermal 
power  complex  owned  and  operated  by  a 
single  investor-owned  utility. 
For  purposes  of  this  subparagraph  and  sec- 
tion 103  of  the  1986  Code,  all  hydrogen  sul- 
fide air  and  water  pollution  control  equip- 
ment, together  with  functionally  related  and 
subordinate  equipment  and  structures,  lo- 
cated or  to  be  located  at  such  power  complex 
shall  be  treated  as  a  single  pollution  control 
facility.  The  aggregate  face  amount  of  bonds 
to  which  this  subparagraph  applies  shall  not 
exceed  $600,000,000. 

(G)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  such  facility  is  an  air  pollution  control 
facility  approved  by  a  State  bureau  of  pollu- 
tion control  on  July  10,  1986,  and  by  a  State 
board  of  economic  development  on  July  17, 
1986,  and 

(ii)  on  August  15.  1986.  the  State  bond  at- 
torney gave  notice  to  the  clerk  to  initiate 
validation  proceedings  with  respect  to  such 
issue  and  on  August  28,  1986,  the  validation 
decree  was  entered. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $900,000. 

(I)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  a  private  company  met  with  a  State  air 
control  board  on  November  14.  1985,  to  pro- 
pose construction  of  a  sulften  unit,  and 


(ii)  the  sulften  unit  is  being  constructed 
under  a  letter  of  intent  to  construct  which 
was  signed  on  April  8,  1986. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $11,000,000. 

(J)  A  facility  is  described  in  this  subpara- 
graph if  it  is  part  of  a  250  megawatt  coal- 
fired  electric  plant  in  northeastern  Nevada 
on  which  the  Sierra  Pacific  Power  Company 
began  construction  in  1980.  The  aggregate 
face  amount  of  bonds  to  which  this  subpara- 
graph applies  shall  not  exceed  $200,000,000. 

(K)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  there  was  an  inducement  resolution 
adopted  by  a  State  industrial  development 
authority  on  January  14,  1976,  and 

(ii)  such  facility  is  named  in  a  resolution 
of  such  authority  relating  to  carryforward 
of  the  State's  unused  1985  private  activity 
bond  limit  passed  by  such  industrial  devel- 
opment authority  on  December  18,  1985. 
This  subparagraph  shall  apply  only  to  obli- 
gations issued  at  the  request  of  the  party 
pursuant  to  whose  request  the  January  14, 
1976,  inducement  was  given.  The  aggregate 
face  amount  of  bonds  to  which  this  subpara- 
graph applies  shall  not  exceed  $75,000,000. 

(L)  A  facility  is  described  in  this  subpara- 
graph if  a  city  council  passed  an  ordinance 
(ordinance  number  4626)  agreeing  to  issue 
bonds  for  such  project  December  16.  1985. 
The  aggregate  face  amount  of  obligations  to 
which  this  subparagraph  applies  shall  not 
exceed  $45,000,000. 

(3)  Sports  facilities.-A  bond  issued--  as 
part  of  an  issue  95  percent  or  more  of  the 
net  proceeds  of  which  are  to  be  used  to  pro- 
vide sports  facilities  (within  the  meaning  of 
section  103(b)(4)(B)  of  the  1954  Code)  shall 
be  treated  as  an  exempt  facility  bond  for 
purposes  of  part  IV  of  subchapter  B  of  chap- 
ter 1  of  the  1986  Code  if  such  facilities  are 
described  in  any  of  the  following  subpara- 
graphs: 

(A)  A  facility  is  described  in  this  subpara- 
graph if  it  is  a  domed  stadium— 

(i)  which  was  the  subject  of  a  city  ordi- 
nance passed  on  September  23,  1985. 

(ii)  for  which  a  loan  of  approximately 
$4,000,000  for  land  acquisition  was  ap- 
proved on  October  28,  1985.  by  the  State 
Controlling  Board,  and 

(Hi)  a  stadium  operating  corporation  with 
respect  to  which  was  incorporated  on  March 
20,  1985. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $200,000,000. 

(B)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  it  is  a  stadium  with  respect  to  which  a 
lease  agreement  for  the  ground  on  which  the 
stadium  is  to  be  built  was  entered  into  be- 
tween a  county  and  the  stadium  corporation 
for  such  stadium  on  July  3,  1984. 

(ii)  there  was  a  resolution  approved  on 
November  14,  1984,  by  an  industrial  develop- 
ment authority  setting  forth  the  terms  under 
which  the  bonds  to  be  issued  to  finance  such 
stadium  would  be  issued,  and 

(Hi)  there  was  an  agreement  for  consult- 
ant and  engineering  services  for  such  stadi- 
um entered  into  on  September  28,  1984. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $90,000,000. 

(C)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  it  is  a  stadium  to  be  used  by  an  Ameri- 
can League  baseball  team  currently  using  a 
stadium  in  a  city  having  a  population  in 
excess  of  2,500,000  and  described  in  section 


146(d)(3)  of  the  1986  Code,  or  by  one  or  more 
professional  sports  teams  currently  using 
stadiums  in  such  city  (or  professional  sports 
teams  which  locate  in  such  city  following 
the  relocation  from  such  city  of  one  or  more 
professional  sports  teams  currently  using 
one  or  more  of  such  stadiums),  and 

(ii)  the  obligations  to  be  used  to  provide  fi- 
nancing for  such  stadium  are  issued  pursu- 
ant to  an  inducement  resolution  adopted  by 
a  State  agency  on  November  20,  1985 
(whether  or  not  the  beneficiary  of  such  issue 
is  the  beneficiary  (if  any)  specified  in  such 
resolution). 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $250,000,000.  In  the  case  of  a  carry- 
forward of  volume  cap  for  a  stadium  de- 
scribed in  the  first  sentence  of  this  subpara- 
graph,  such  carryforward  shall  be  permitted 
whether  or  not  there  is  a  change  in  the  bene- 
ficiary of  the  project 

(D)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  such  facility  is  a  stadium  or  sports 
arena  for  Memphis,  Tennessee, 

(ii)  there  was  an  inducement  resolution 
adopted  on  November  12,  1985,  for  the  issu- 
ance of  bonds  to  expand  or  renovate  an  ex- 
isting stadium  and  sports  arena  and/or  to 
construct  a  new  arena,  and 

(Hi)  the  city  council  for  such  city  adopted 
a  resolution  on  April  19,  1983,  to  include 
funds  in  the  capital  budget  of  the  city  for 
such  facility  or  facilities. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $35,000,000. 

(E)  A  facility  is  described  in  this  subpara- 
graph if  such  facility  is  a  baseball  stadium  • 
located  in  Bergen,  Essex.  Union,  Middlesex, 
or  Hudson  County,  New  Jersey  with  respect 
to  which  governmental  action  occurred  on 
November  7,  1985.  The  aggregate  face 
amount  of  bonds  to  which  this  subpara- 
graph applies  shall  not  exceed  $150,000,000. 

(F)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  it  is  a  facility  with  respect  to  which— 

(I)  an  inducement  resolution  dated  De- 
cember 24,  1985,  was  adopted  by  the  county 
industrial  development  authority, 

(ID  a  public  hearing  of  the  county  indus- 
trial development  authority  was  held  on 
February  6.  1986,  regarding  such  facility, 
and 

(III)  a  contract  was  entered  into  by  the 
county,  dated  February  19.  1986,  for  engi- 
neering services  for  a  highway  improvement 
in  connection  with  such  project  or 

(ii)  it  is  a  domed  football  stadium  adja- 
cent to  Cervantes  Convention  Center  in  St 
Louis,  Missouri,  with  respect  to  which  a  pro- 
posal to  evaluate  market  demand,  financial 
operations,  and  economic  impact  was  dated 
May  9.  1986. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $175,000,000. 

(G)  A  project  to  provide  a  roof  or  dome  for 
an  existing  sports  facility  is  described  in 
this  subparagraph  if— 

(i)  in  December  1984  the  county  sports 
complex  authority  filed  a  carryforward  elec- 
tion under  section  103(n)  of  the  1954  Code 
with  respect  to  such  project 

(ii)  in  January  1985,  the  State  authorized 
issuance  of  $30,000,000  in  bonds  in  the  next 
3  years  for  such  project  and 

(Hi)  an  11-member  task  force  was  appoint- 
ed by  the  county  executive  in  June  1985,  to 
further  study  the  feasibility  of  the  project 
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The  adongate  face  amount  of  bonds  to 
uhieh  thU  Mubparaffmph  applies  shaU  not 
exceed  1 30.000.000. 

(H)  A  sports  faeUity  renovation  or  expan- 
sion project  U  descHbea  in  thU  si^tpara- 
gmphif— 

(iJ  an  amendment  to  the  sports  team's 
tease  avreement  for  such  faeilitt  unu  entered 
into  on  May  23, 198S.  and 

(iif  the  lease  aoreement  had  previously 
been  amended  in  January  1976.  on  July  6, 
1M4,  on  April  1.  198S,  and  on  May  7.  1985. 
Tht  aggregate  face  amount  of  bonds  to 
vjhich  this  siUtparagraph  applies  shall  not 
exceed  820,000,000. 

(IJ  A  facility  is  described  in  this  subpara- 
graph if— 

<i)  on  appraisal  for  such  facility  u>as  com- 
pleted on  March  6,  1985. 

an  an  inducement  resolution  was  adopted 
vith  respect  to  such  facility  on  June  7. 1985. 
and 

fiiiJ  a  State  bond  commission  granted  pre- 
liminary approval  for  such  project  on  Sep- 
tember 3. 1985. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $3,200,000. 

(Jf  A  sports  facility  renovation  or  expan- 
sion project  is  described  in  this  siU>paru- 
graphif— 

(i)  such  facility  is  a  domed  stadium  which 
commenced  operations  in  1965, 

Hi)  such  facility  has  been  the  subject  of  an 
ongoing  construction,  expansion,  or  renova- 
tion program  of  planned  improvements. 

(Hi)  part  1  of  such  improvements  began  in 
1982  with  a  prelimiTiary  renovation  pro- 
gram financed  by  tax-exempt  bonds, 

(ivt  part  2  of  such  program  was  previously 
scheduled  for  a  bond  election  on  February 
25,  1986,  pursuant  to  a  Commissioners 
Court  Order  of  October  29, 1985.  and 

(v)  the  bond  election  for  improvements  to 
such  facility  was  subseguently  postponed  on 
December  10,  1985,  in  order  to  provide  for 
more  comprehensive  construction  planning. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  860,000,000. 

(K)  A  facility  is  described  in  this  subpara- 
graph if— 

(it  the  1985  State  legislature  appropriated 
a  maximum  sum  of  822,500.000  to  the  State 
urban  development  corporation  to  be  made 
availal>le  for  such  project,  and 

(ii>  a  development  and  operation  agree- 
ment was  entered  into  among  such  corpora- 
tion, the  city,  the  State  budget  director,  and 
the  county  industrial  development  agency, 
as  of  March  1,  1986. 

The  aggregate  face  amount  of  bonds  to 
loAtcA  this  subparagraph  applies  shall  not 
exceed  828,000.000. 

(L)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  it  is  to  consist  of  1  or  2  stadiums  ap- 
propriate for  football  games  and  Itaseball 
games  with  related  structures  and  facilities, 

(ii)  governmental  action  voas  taken  on 
August  7,  1985,  6»  the  county  commission, 
and  on  December  19,  1985,  by  the  city  coun- 
cil, concerning  such  facility,  and 

(iiiJ  such  facility  is  located  in  a  city 
having  a  National  League  baselKill  team. 
The   aggregate  face   amount   of  bonds   to 
u>hich  this  suttparam^ph  applies  shall  Tiot 
exceed  8200,000,000. 

(M)  A  facility  is  described  in  this  sulypara- 
graphif— 

(i)  such  facility  consists  of  1  or  2  stadium 
projects  (1  of  which  may  be  a  stadium  ren- 
ovation or  expansion  project)  with  related 
structures  and  facilities. 
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(ii)  a  special  advisory  commission  com- 
missioned a  study  by  a  national  accounting 
firm  with  respect  to  a  project  for  such  facili- 
ty. toAicA  study  was  released  in  September 
1985.  and  recommended  construction  of 
either  a  new  multipurpose  or  a  new  btue- 
baU-only  stadium, 

(Hi)  a  nationally  recognized  design  and 
architectural  firm  released  a  feasibility 
study  with  respect  to  such  project  in  April 
1985,  and 

(iv)  the  metrojnlitan  area  in  which  the  fa- 
cility is  located  is  presently  the  home  of  an 
American  League  baseball  team. 
The  aggregate  face  amount  of  txmds  to 
which  this  subparagraph  applies  shall  not 
exceed  8200,000,000. 

(N)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  it  is  to  consist  of  1  or  2  stadiums  ap- 
propriate for  football  games  and  bdselMll 
games  with  related  structures  and  facilities, 

(ii)  the  site  for  such  facility  was  approved 
by  the  councU.  of  the  city  in  which  such  fa- 
cility is  to  be  located  on  July  9,  1985,  and 

(Hi)  the  request  for  proposals  process  was 
authorized  by  the  council  of  the  city  in 
which  stKh  facility  is  to  be  located  on  No- 
vember  5,  1985,  and  such  requests  were  dis- 
tributed  to  potential  developers  on  Novem- 
ber 15,  1985,  with  responses  due  by  February 
14,  1986. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $200,000,000. 

(O)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  such  facility  is  described  in  a  feasibili- 
ty study  dated  September  1985,  and 

(ii)  resolutions  were  adopted  or  other  ac- 
tions taken  on  February  21,  1985,  July  18, 
1985,  August  8,  1985,  October  17,  1985,  and 
November  7,  1985,  by  the  Board  of  Supervi- 
sors of  the  county  in  which  such  facility  will 
be  located  with  respect  to  such  feasibility 
study,  appropriations  to  obtain  land  for 
such  facility,  and  approving  the  location  of 
such  facility  in  the  county. 
The  aggregate  face  amount  of  t>onds  to 
which  this  subparagraph  applies  shtiU  not 
exceed  $20,000,000. 

(P)  A  facility  is  descril>ed  in  this  sut>para- 
graph  if  such  facility  constructed  on  a  site 
acquired  with  the  sale  of  revenue  bonds  ap- 
proved by  a  city  council  on  December  9, 
1985,  (Ordinances  No.  669  and  670,  series 
1985).  The  aggregate  face  amount  of  bonds 
to  which  this  subparagraph  applies  shall  not 
exceed  $90,000,000. 

(Q)  A  facility  is  described  in  this  subpara- 
graphif— 

(i)  resolutions  were  adopted  approving  a 
ground  lease  dated  June  27,  1983,  by  o  sports 
authority  (created  by  a  State  legislature) 
with  respect  to  the  land  on  which  the  facili- 
ty will  be  erected, 

(ii)  such  facility  is  described  in  a  market 
study  dated  June  13, 1983,  and 

(Hi)  such  facility  was  the  subject  of  an  Act 
of  the  State  legislature  tohich  was  signed  on 
July  1,  1983. 

The  aggregate  face  amount  of  Iwnds  to 
which  this  sultparagraph  applies  shall  not 
exceed  $81,000,000. 

(R)  A  facility  is  described  in  this  subpara- 
graph if  such  facility  is  a  baseball  stadium 
and  adjacent  parking  facilities  with  respect 
to  which  a  city  made  a  carryforward  elec- 
tion of  $52,514,000  on  February  25,  1985.  The 
aggregate  face  amount  of  bonds  to  which 
this  siUtparagraph  applies  shall  not  exceed 
$50,000,000. 

(S)  A  facility  is  described  in  this  subpara- 
graph if- 
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(iJ  such  facility  Utobe  used  by  both  a  Na- 
tional Hockey  League  team  and  a  National 
Basketbaa  Association  team, 

(ii)  such  facility  is  to  be  constructed  on  a 
platform  using  air  rights  over  land  acquired 
by  a  State  authority  and  identified  as  site  B 
in  a  repori  dated  May  30,  1984,  prepared  for 
a  State  urtmn  development  corporation,  and 
(Hi)  such  facility  is  eligible  for  real  prop- 
erty tax  (and  power  and  energy)  benefits 
pursuant  to  State  legislation  approved  and 
effective  as  of  July  7, 1982. 
The  aggregate  face  amount  of  boruis  to 
which  this  subparxigraph  applies  shall  not 
exceed  $225,000,000. 

(T)  A  facility  is  described  in  thU  subpara- 
graph if— 

(i)  a  resolution  authorizing  the  financing 
of  the  facility  through  an  issuance  of  reve- 
nue bonds  was  adopted  by  the  City  Commis- 
sion on  August  5,  1986,  and 

(ii)  the  metropolitan  area  in  which  the  fa- 
cility is  to  be  located  is  currently  the  spring 
training  home  of  an  American  league  base- 
ball  team  located  during  the  regular  season 
in  a  city  described  in  subparagraph  (C). 
The  aggregate  face  amount  of  Inmds  to 
which  this  sul)paragraph  applies  shall  not 
exceed  $10,000,000. 

(V)  A  facility  is  described  in  this  subpara- 
graph if  it  U  a  football  stadium  located  in 
Oakland,  California,  with  respect  to  v^ich  a 
design  was  completed  by  a  natioTially  recog- 
nized architectural  firm  for  a  stadium  seat- 
ing ajtproximately  72,000,  to  be  located  on 
property  adjacent  to  an  existing  coliseum 
complex.  The  aggregate  face  amount  of 
bonds  to  toAtcA  Oiis  sul>paragraph  applies 
shall  not  exceed  $100,000,000. 

(V)  A  facility  is  described  in  this  subpara- 
graph if  it  is  a  sports  arena  (and  related 
parking  facility)  for  Grand  Rapids.  Michi- 
gan. The  aggregate  face  amount  of  tmnds  to 
which  this  subparagraph  applies  shall  not 
exceed  $80,000,000. 

(W)  A  facility  is  described  in  this  subpara- 
graph if  such  facility  is  located  adjacent  to 
the  ArMcostia  River  in  the  District  of  Co- 
lumbia. The  aggregate  face  amount  of  bonds 
to  which  this  subparagraph  applies  shall  not 
exceed  $225,000,000. 

(X)  A  facility  is  described  in  this  subpara- 
graph if  it  is  a  spectator  sports  facility  for 
the  City  of  San  Antonio,  Texas.  The  aggre- 
gate face  amount  of  bonds  to  which  this  sub- 
paragraph applies  Shan  not  exceed 
$125,000,000. 

(Y)  A  facility  is  described  in  this  subpara- 
graph is  it  unll  be  part  of.  or  adjacent  to.  an 
existing  stadium  which  has  been  owned  and 
operated  by  a  State  university  and  if— 

(i)  the  stadium  was  the  subject  of  a  feasi- 
bility report  by  a  certified  public  accounting 
firm  which  is  dated  December  28.  1984.  and 
(ii)  a  report  Ity  an  independent  research 
organization  was  prepared  in  December 
1985  demonstrating  support  among  donors 
and  season  ticket  holders  for  the  addition  of 
a  dome  to  the  stadium. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $50,000,000. 

(4)  Reswestul  remtal  property.— a  bond 
issued  as  part  of  an  issue  95  percent  or  more 
of  the  net  proceeds  of  which  are  to  be  used  to 
finance  a  residential  rental  project  within 
the  meaning  of  section  103(b)(4)  of  the  1954 
Code  shall  be  treated  as  an  exempt  facility 
bond  ufithin  the  meaning  of  section 
142(a)(7)  of  the  1986  Code  ifthefacUity  with 
respect  to  the  tmnd  is  issued  satisfies  all  lov>- 
income  occupancy  requirements  aptUictMe 
to  such  bonds  before  August  15.  1986.  The 
bonds  are  issued  pursuant  to— 
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(A  J  a  contract  to  purchoM  such  property 
dated  August  12. 198S;  and 

(B)  the  county  housing  authority  ap- 
proved the  property  and  the  financing  there- 
of on  September  24. 198S. 

(C)  there  toas  an  inducement  resolution 
adopted  on  October  10.  198S,  by  the  county 
industrial  development  authority, 
aggregate  face  amount  of  bonds  to  which 
this  paragraph  applies  shall  not  exceed 
$25,400,000. 

(SJ  Airports.— A  bond  issued  as  a  part  of 
an  issue  95  percent  or  more  of  the  net  pro- 
ceeds of  which  are  to  be  used  to  provide  an 
airport  (within  the  meaning  of  section 
103(bK4)(D)  of  the  1954  Code)  shall  be  treat- 
ed as  an  exempt  facility  bond  (for  facilities 
descnbed  in  section  142(a)(l>  of  the  1986 
Code)  for  purposes  of  part  IV  of  subchapter 
B  of  chapter  1  of  the  1986  Code  if  the  facility 
is  described  in  any  of  the  following  subpara- 
graphs: 

(A)  A  facility  is  described  in  this  subjMra- 
graph  if  such  facility  is  a  hotel  at  an  airport 
facility  serving  a  city  described  in  section 
631(aJ(3J  of  the  Tax  Reform  Act  of  1984  (re- 
lating to  certain  bonds  for  a  convention 
center  and  resource  recovery  project).  The 
aggregate  face  amount  of  bonds  to  which 
this  subparagraph  applies  shall  not  exceed 
S40.000.000. 

(B)  A  facility  is  described  in  this  subpara- 
graph if  such  facility  is  the  primary  airport 
for  a  city  described  in  paragraph  (3)(C).  The 
aggregate  face  amount  of  bonds  to  which 
this  subparagraph  applies  shall  not  exceed 
8500.000,000.  Section  148(d)(2)  of  the  1986 
Code  shall  not  apply  to  any  issue  to  which 
this  subjmragraph  applies.  A  facility  shall  be 
described  in  this  subparagraph  if  it  toould 
be  so  described  if  "90  percent"  were  substi- 
tuted for  "95  percent"  in  the  material  pre- 
ceding subparagraph  (A). 

(C)  A  facility  is  described  in  this  subpara- 
graph if  such  facility  is  a  hotel  at  Logan  air- 
port and  such  hotel  is  located  on  land  leased 
from  a  State  authority  under  a  lease  con- 
templating development  of  such  hotel  dated 
May  1.  1983.  or  under  on  amendment,  re- 
newal, or  extension  of  such  a  lease.  The  ag- 
gregate face  amount  of  bonds  to  which  this 
subparagraph  applies  shall  not  exceed 
$40,000,000. 

(D)  A  facility  is  described  in  this  subpara- 
graph if  such  facility  is  the  airport  for  the 
County  of  Sacramento,  California.  The  ag- 
gregate face  amount  of  twnds  to  which  this 
subparagraph  applies  shall  not  exceed 
$150,000,000. 

(6)  Redevelopment  projects.— A  bond 
issued  as  part  of  an  issue  95  percent  or  more 
of  the  net  proceeds  of  which  are  to  be  used  to 
finance  redevelopment  activities  as  part  of 
a  project  unthin  a  specific  designated  area 
shall  be  treated  as  a  qualified  redevelopment 
bond  for  purposes  of  part  IV  of  subchapter  B 
of  chapter  1  of  the  1986  Code  if  such  project 
is  descrH>ed  in  any  of  the  following  subpara- 
graphs: 

(A)  A  project  is  described  in  this  subpara- 
grajth  if  it  was  the  subject  of  a  city  ordi- 
nance numbered  82-115  and  adopted  on  De- 
cember 2,  1982,  or  numbered  9590  and 
adopted  on  April  6,  1983.  The  aggregate  face 
amount  of  bonds  to  which  this  subpara- 
graph applies  shaU  not  exceed  $9,000,000. 

(B)  A  project  is  described  in  this  subpara- 
graph if  it  is  a  redevelopment  project  for  an 
area  in  a  city  described  in  paragraph  (3)(C) 
which  was  designated  as  commercially 
blighted  on  November  14,  1975,  by  the  city 
council  and  the  redevelopment  plan  for 
which  will  be  approved  by  the  city  council 
before  January  31,  1987.  The  aggregate  face 


amount  of  bonds  to  which  this  siU>para- 
graph  applies  stiaU  not  exceed  $20,000,000. 

(C)  A  preset  is  described  in  this  subpara- 
graph if  it  is  a  redevelopment  project  for  an 
area  in  a  city  described  in  paragraph  (3)(C) 
which  was  designated  as  commercially 
blighted  on  March  28,  1979,  by  the  city  coun- 
cil and  the  redevelopment  plan  for  which 
VDOS  approved  by  the  city  council  on  June 
20,  1984.  The  aggregate  face  amount  of 
bonds  to  which  this  subparagraph  applies 
shall  not  exceed  $100,000,000. 

(D)  A  project  is  described  in  this  subpara- 
graph if  it  is  any  one  of  three  redevelopment 
projects  in  areas  in  a  city  described  in  para- 
graph (3)(C)  designated  as  blighted  by  a  city 
council  before  January  31.  1987  and  with  re- 
spect to  which  the  redevelopment  plan  is  ap- 
proved by  the  city  council  before  January 
31,  1987.  The  aggregate  face  amount  of 
bonds  to  which  this  subparagraph  applies 
shall  not  exceed  $20,000,000. 

(E)  A  project  is  described  in  this  subpara- 
graph if  such  project  is  for  public  improve- 
ments (including  street  reconstruction  and 
improvement  of  underground  utilities)  for 
Great  Falls,  Montana,  with  respect  to  which 
engineering  estimates  are  due  on  October  1. 
1986.  The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  sh<Ul  not 
exceed  $3,000,000. 

(F)  A  project  is  described  in  this  subjHira- 
graph  if— 

(i)  such  project  is  located  in  an  area  desig- 
nated as  blighted  by  the  governing  body  of 
the  city  on  February  15.  1983  (Resolution 
No.  4573).  and 

(ii)  such  project  is  developed  pursuant  to  a 
redevelopment  plan  adopted  by  the  govern- 
ing body  of  the  city  on  March  1.  1983  (Ordi- 
nance No.  15073). 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $5,000,000. 

(G)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  such  project  is  located  in  an  area  desig- 
nated by  the  governing  body  of  the  city  in 
1983, 

(ii)  such  project  is  described  in  a  letter 
dated  August  8.  1985.  from  the  developer's 
tegal  counsel  to  the  development  agency  of 
the  city,  and 

(Hi)  such  project  consists  primarily  of 
retail  facilities  to  be  built  by  the  developer 
named  in  a  resolution  of  the  governing  body 
of  the  city  on  August  30,  1985. 
The  aggregate  face  amaunt  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $75,000,000. 

(H)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  such  project  is  a  project  for  research 
and  development  facilities  to  be  used  pri- 
marily to  benefit  a  State  university  and  re- 
lated hospital,  with  respect  to  which  an 
urban  renewal  district  was  created  by  the 
city  council  effective  October  11, 1985,  and 

(ii)  such  project  was  announced  by  the 
university  and  the  city  in  March  1985. 
The   aggregate  face   amount   of  bonds   to 
which  this  subparagraph  applies  shall  not 
exceed  $40,000,000. 

(I)  A  project  is  described  in  this  subpara- 
graph if  such  project  is  a  downtown  redevel- 
opment project  with  respect  to  which— 

(i)  an  urban  development  action  grant 
was  made,  but  only  if  such  grant  was  pre- 
liminarily approved  on  November  3,  1983, 
and  received  final  approval  before  June  1, 
1984,  and 

(ii)  the  issuer  of  bonds  with  respect  to  such 
facility  adopted  a  resolution  indicating  the 
issuer's  intent  to  adopt  such  redevelopment 


project  on  October  6,  1981,  and  the  issuer 
adopted  an  ordinance  adopting  such  rede- 
velopment project  on  December  13.  1983. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $10,000,000. 

(J)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  iDith  respect  to  such  project  the  city 
council  adopted  on  December  16,  1985,  an 
ordinance  directing  the  urban  renewal  au- 
thority to  study  blight  and  produce  an 
ur6an  renewal  plan, 

(ii)  the  blight  survey  xoas  accepted  and  ap- 
proved by  the  urban  renewal  authority  on 
March  20, 1986,  and 

(Hi)  the  city  planning  board  approved  the 
urban  renewal  plan  on  May  7,  1986. 
The   aggregate  face   amount   of  bonds   to 
which  this  subpara^fraph  applies  shall  not 
exceed  $60,000,000. 

(K)  A  project  is  described  in  this  subpara^ 
graph  if— 

(i)  the  city  redevelopment  agency  ap- 
proved resolutions  authorizing  issuance  of 
land  acquisition  and  public  improvements 
bonds  with  respect  to  such  project  on  August 
8, 1978. 

(ii)  such  resolutions  were  later  amended 
in  June  1979.  and 

(Hi)  the  State  Supreme  Court  upheld  a 
lower  court  decree  validating  the  bonds  on 
December  11.  1980. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $380,000,000. 

(L)  A  project  is  described  in  this  subpara- 
graph ij  it  is  a  mixed  use  redevelopment 
project  either— 

(i)  in  an  area  (known  as  the  Near  South 
Development  Area)  with  respect  to  which  the 
planning  department  of  a  city  described  in 
paragraph  3(C)  promulgated  a  draft  devel- 
opment plan  dated  March  1986,  and  which 
was  the  subject  of  public  hearings  held  by  a 
subcommittee  of  the  plan  commission  of 
such  city  on  May  28.  1986,  and  June  10, 
1986,  or 

(ii)  in  an  area  located  within  the  bound- 
aries of  any  one  or  more  census  tracts  which 
are  directly  adjacent  to  a  river  whose  course 
rurts  through  such  city. 
The  aggregate  face  amount  of  bonds  to 
which  this  si^paragraph  applies  shall  not 
exceed  $75,000,000. 

(M)  A  project  is  described  in  this  subpara- 
graph if  it  is  a  redevelopment  project  for  an 
area  in  a  city  descril>ed  in  paragraph  3(C) 
and  such  area— 

(i)  was  the  subject  of  a  report  reteased  in 
May  1986,  prepared  by  the  National  Park 
Service,  and 

(ii)  VMS  the  subject  of  a  report  released 
January  1986,  prepared  by  a  task  force  ap- 
pointed by  the  Mayor  of  such  city. 
The  aggregate  face  amount  of  tmnds  to 
which  this  subparagraph  applies  shall  not 
exceed  $75,000,000. 

(N)  A  project  is  described  in  this  subpara- 
graph if  it  is  a  city-university  redevelop- 
ment project  approved  try  a  city  ordinance 
No.  152-0-84  and  the  development  plan  for 
which  was  adopted  on  January  28, 1985.  The 
aggregate  face  amount  of  l>onds  to  which 
this  subparagraph  applies  shall  not  exceed 
$23,760,000 

(O)  A  project  is  described  in  this  sut>para- 
graph  if— 

(i)  an  inducement  resolution  was  passed 
on  March  9,  1984,  for  issuance  of  bonds  with 
respect  to  such  project, 

(ii)  such  resolution  teas  extended  by  reso- 
lutions passed  on  August  14,  1984,  April  2, 
1985,  August  13,  1985,  and  July  8,  1986, 
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aw  an  urban  development  action  grant 
VMu  preliminarily  approved  for  part  or  all  of 
such  project  on  July  3.  1986,  and 

(iv)  the  project  is  located  in  a  district  des- 
ignated as  the  Peabody-Gayoso  District 
The   aggregate  face   amount   of  bonds   to 
which  this  subparagraph  applies  shall  not 
exceed  $140,000,000. 

(P)  A  project  is  described  in  this  subpara- 
graph if  the  project  is  a  1-block  area  of  a 
central  business  district  containing  a  YMCA 
building  with  respect  to  which— 

li)  the  city  council  adopted  a  resolution 
expressing  an  intent  to  issue  bonds  for  the 
project  on  September  27,  19SS, 

an  the  city  council  approved  project 
guidelines  for  the  project  on  December  20, 
198S,  and 

an/  the  city  council  by  resolution  (adopt- 
ed on  July  30,  19S6)  directed  completion  of  a 
development  agreement 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  S26.000.000. 

(Ql  A  project  is  described  in  this  subpara- 
graph if  the  project  is  a  2-block  area  of  a 
central  business  district  designated  as 
blocks  E  and  F  with  respect  to  which— 

a)  the  city  council  adopted  guidelines  and 
criteria  and  authorized  a  request  for  devel- 
opment proposals  on  July  22,  198S, 

(ii)  the  city  council  adopted  a  resolution 
expressing  an  intent  to  issue  bonds  for  the 
project  on  September  27.  1985.  and 

(Hi)  the  city  issued  requests  for  develop- 
ment proposals  on  March  28,  1986. 
The   aggregate  face   amount   of  bonds   to 
which  this  subparagraph  applies  shall  not 
exceed  947,000,000. 

(R)  A  project  is  described  in  this  sut>para- 
graph  if  the  project  is  an  urban  renewal 
project  covering  approximately  5.9  acres  of 
land  in  the  Shaw  area  of  the  northioest  sec- 
tion of  the  District  of  Columbia  and  the  1st 
portion  of  such  project  was  the  subject  of  a 
District  of  Columbia  public  hearing  on  June 
2,  1986.  The  aggregate  face  amount  of  bonds 
to  which  this  subparagraph  applies  shall  not 
exceed  SI 0.000,000. 

(S>  A  project  is  described  in  this  subpara- 
graph if  such  project  is  a  hotel  commercial, 
and  residential  project  on  the  east  bank  of 
the  Grand  River  in  Grand  Rapids,  Michi- 
gan, with  respect  to  which  a  developer  was 
selected  by  the  city  in  June  1985  and  a  plan- 
ning agreement  was  executed  in  August 
1985.  The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  S39,000,000. 

(T)  A  project  is  described  in  this  subpara- 
graph if  such  project  is  the  Wurzburg  Block 
Redevelopment  Project  in  Grand  Rapids, 
Michigan.  The  aggregate  face  amount  of 
bonds  to  which  this  subparagraph  applies 
shall  not  exceed  S60.000.000. 

(V)  A  project  is  described  in  this  subpara- 
graph if  such  project  is  consistent  with  an 
urban  renewal  plan  adopted  or  ordered  pre- 
pared t>efore  August  28,  1986,  by  the  city 
council  of  the  most  populous  city  in  a  State 
which  entered  the  Union  on  February  14, 
1859.  The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  sfiall  not 
exceed  S83,000,000. 

(VJ  A  project  is  described  in  this  subpara- 
graph if  such  project  is  consistent  with  an 
urban  renewal  plan  which  was  adopted  (or 
ordered  prepared)  before  August  13,  1985,  by 
an  appropriate  jurisdiction  of  a  state  which 
entered  the  Union  on  February  14,  1859.  The 
aggregate  face  amount  of  bonds  to  which 
this  subparxigraph  applies  shall  not  exceed 
$135,000,000  and  the  limitation  on  the 
period  during  which  boruls  under  this  tec- 
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tion  may  be  issued  shall  not  apply  to  such 
bonds. 

(W)  A  project  is  described  in  this  para- 
graph if  such  project— 

(i)  is  located  on  lands  submerged  under 
the  waters  of  a  Great  Lake  or  on  adjacent 
lands  which  formerly  were  submerged  under 
the  waters  of  such  lake; 

(ii)  project  lands  were  improved  with  a 
stadium  which  was  demolished  prior  to  De- 
cember 31.  1983.  and 

(Hi)  legislation  for  the  project  was  includ- 
ed in  a  biennium  budget  for  such  the  State 
in  which  it  is  to  be  located  prior  to  Decem- 
ber 31,  1983. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $105,000,000. 

(X)  Any  designated  area  with  respect  to 
which  a  project  is  described  in  any  subpara- 
graph of  this  paragraph  shall  be  taken  into 
account  in  applying  section  144(c)(4)(C)  of 
the  1986  Code  in  determining  whether  other 
areas  (not  so  described)  may  be  designated. 

(7)  Convention  centers.— A  bond  issued  as 
part  of  an  issue  95  percent  or  more  of  the 
net  proceeds  of  which  are  to  be  used  to  pro- 
vide any  convention  or  trade  show  facility 
(within  the  meaning  of  section  103(b)(4)(C) 
of  the  1954  Code)  shall  be  treated  as  an 
exempt  facility  bond  for  purposes  of  part  IV 
of  subchapter  B  of  chapter  1  of  the  1986 
Code  if  such  facility  is  described  in  any  of 
the  following  subparagraphs: 

(A)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  a  feasibility  consultant  and  a  design 
consultant  were  hired  on  April  3.  1985,  with 
respect  to  such  facility,  and 

(ii)  a  draft  feasibility  report  with  respect 
to  such  facility  was  presented  on  Novem- 
ber 3.  1985,  to  the  Mayor  of  the  city  in  which 
such  facility  is  to  be  located 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $190,000,000.  For  purposes  of  this 
subparagraph,  not  more  than  $20,000,000  of 
bonds  issued  to  advance  refund  existing 
convention  facility  bonds  sold  on  May  12. 
1978.  shall  6e  treated  as  bonds  described  in 
this  subparagraph. 

(B)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  an  ai>plication  for  a  State  loan  for  such 
facility  was  approved  by  the  city  council  on 
March  4, 1985,  and 

fit)  the  city  council  of  the  city  in  which 
such  facility  is  to  t>e  located  approved  on 
March  25,  1985,  an  application  for  an  urban 
development  action  grant 
The  aggregate  face  amount  of  bonds  which 
this  subparagraph  applies  shall  not  exceed 
$10,000,000. 

(C)  A  facility  is  descril>ed  in  this  sultpara- 
graph  if— 

(i)  on  November  1.  1983,  a  convention  de- 
velopment tax  took  effect  and  tvas  dedicated 
to  financing  such  facility, 

(ii)  the  State  supreme  court  of  the  State  in 
which  the  facility  is  to  be  located  validated 
such  tax  on  February  8,  1985,  and 

(Hi)  an  agreement  u>as  entered  into  on  No- 
vember  14,  1985,  between  the  city  and 
county  in  which  such  facility  is  to  be  locat- 
ed on  the  terms  of  the  Itonds  to  be  issued 
with  respect  to  such  facility. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $66,000,000. 

(D)  A  facility  is  described  in  this  subpara- 
graph if  such  facility  was  initially  approved 
in  1983  and  is  for  San  Jose,  California.  The 
aggregate  face  amount  of  bonds  to  which 
this  subparagraph  applies  shall  not  exceed 
$100,000,000. 
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(E)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  such  facility  is  meeting  rooms  for  a 
convention  center,  and 

(ii)  resolutions  and  ordinances  were 
adopted  with  respect  to  such  meeting  rooms 
on  January  17,  1983,  July  11,  1983,  Decem- 
ber 17, 1984,  and  September  23,  1985. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $75,000,000. 

(F)  A  facility  is  described  in  this  subpara- 
graph if  it  is  an  international  trade  center 
which  U  part  of  the  125th  Street  redevelop- 
ment project  in  New  York,  New  York.  The 
aggregate  face  amount  of  obligations  to 
which  this  subparagraph  applies  shall  not 
exceed  $165,000,000. 

(G)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  such  facility  is  located  in  a  city  which 
was  the  subject  of  a  convention  center 
market  analysis  or  study  dated  March  1983, 
and  prepared  by  a  nationally  recognized  ac- 
counting firm, 

(ii)  such  facility's  location  was  approved 
by  a  task  force  created  jointly,  in  December 
1985,  by  the  Governor  or  the  State  within 
which  such  facility  wHl  be  located  and  the 
mayor  of  the  capital  city  of  such  State,  and 
(Hi)  the  size  of  such  facility  is  not  more 
than  200,000  square  feet 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $70,000,000. 

(H)  A  facility  is  described  in  this  subpara- 
graph if  an  analysis  of  operations  and  rec- 
ommendations of  utilization  of  such  facility 
was  prepared  by  a  certified  public  account- 
ing firm  pursuant  to  an  engagement  author- 
ized on  March  6,  1984,  and  presented  on 
June  11,  1984,  to  officials  of  the  city  in 
which  such  facility  is  located  The  aggregate 
face  amount  of  bonds  to  which  this  subpara- 
graph applies  shall  not  exceed  $75,000,000. 

(I)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  voters  approved  a  bond  issue  to  finance 
the  acquisition  of  the  site  for  such  facility 
on  May  4.  1985, 

(ii)  title  of  the  property  was  transferred 
from  the  Illinois  Center  Gulf  Railroad  to  the 
city  on  September  30,  1985,  and 

(Hi)  a  United  States  judge  rendered  a  deci- 
sion regarding  the  fair  market  value  of  the 
site  of  such  facility  on  December  30, 1985. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $131,000,000. 

(J)  A  facility  is  described  in  this  sul>para- 
graph  if— 

(i)  such  facility  is  to  be  used  for  an  annual 
civic  festival,  and 

(ii)  a  referendum  ic«m  field  in  the  spring  of 
1985  in  which  voters  permitted  the  city 
council  to  lease  130  acres  of  dedicated  park- 
land to  such  festival,  and 

(Hi)  the  city  council  passed  an  induce- 
ment resolution  on  June  19, 1986. 
The  aggregate  face   amount   of  bonds   to 
which  this  subparagraph  applies  shall  not 
exceed  $5,000,000. 

(K)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  voters  approved  a  bond  issued  to  fi- 
nance a  portion  of  the  cost  of  such  facility 
on  December  1, 1984,  and 

(ii)  such  facility  was  the  sut>ject  of  a 
market  study  and  financial  projections 
dated  March  21,  1986,  prepared  by  a  nation- 
ally recognized  accounting  firm. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $5,000,000. 
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<L)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  on  July  12,  1984,  the  dty  council  passed 
a  resolution  increasing  the  local  hotel  and 
motel  tax  to  7  percent  to  assist  in  paying  for 
such  facility, 

(ii)  on  October  25.  1984,  the  city  council 
selected  a  consulting  firm  for  such  facility, 
and 

(Hi)  unth  respect  to  such  facility,  the  city 
council  appropriated  funds  for  additional 
work  on  February  7,  1985,  October  3.  1985. 
and  June  26,  1986. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $120,000,000. 

(M)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  a  board  of  county  commissioners,  in  an 
action  dated  January  21.  1986,  supported  an 
application  for  official  approval  of  the  facil- 
ity, and 

(ii)  the  State  economic  development  com- 
mission adopted  a  resolution  dated  Febru- 
ary 25,  1986,  determining  the  facility  to  be 
an  eligible  facility  pursuant  to  State  law 
and  the  rules  adopted  by  the  commission. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $7,500,000. 

(8)  Sports  or  convention  faciuties.—A 
bond  issued  as  a  part  of  an  issue  95  percent 
or  more  of  the  net  proceeds  of  which  are  to 
be  used  to  provide  either  a  sports  facility 
(unthin  the  meaning  of  section  103(b)(4)(B) 
of  the  1954  Code)  or  a  convention  facility 
(within  the  meaning  of  section  103(b)(4)(C) 
of  the  1954  Code)  shall  be  treated  as  an 
exempt  facility  bond  for  purposes  of  part  IV 
of  subchapter  B  of  chapter  1  of  the  1986 
Code  if  such  facility  is  described  in  any  of 
the  following  subparagraphs: 

(A)  A  combined  convention  and  arena  fa- 
cility, or  any  part  thereof  (whether  on  the 
same  or  different  sites),  is  described  in  this 
subparagraph  if— 

(i)  bonds  for  the  expansion,  acquisition,  or 
construction  of  such  combined  facility  are 
payable  from  a  tax  and  are  issued  under  a 
plan  initially  approved  by  the  voters  of  the 
taxing  authority  on  April  25, 1978,  and 

(ii)  such  bonds  were  authorized  for  ex- 
panding a  convention  center,  for  acquiring 
an  arena  site,  and  for  building  an  arena  or 
any  of  the  foregoing  pursuant  to  a  resolu- 
tion adopted  by  the  governing  body  of  the 
bond  issuer  on  March  17.  1986.  and  super- 
seded by  a  resolution  adopted  by  such  gov- 
erning body  on  May  27,  1986. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $160,000,000. 

(B)  A  sports  or  convention  facility  is  de- 
scribed in  this  subparagraph  if— 

(i)  on  March  4.  1986.  county  commission- 
ers held  public  hearings  on  creation  of  a 
county  convention  facilities  authority,  and 

(ii)  on  March  7,  1986.  the  county  commis- 
sioners voted  to  create  a  county  convention 
facilities  authority  and  to  submit  to  county 
voters  a  V,  cent  sales  and  use  tax  to  finance 
such  facility. 

The  ttiggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $150,000,000. 

<C)  A  sports  or  convention  facility  is  de- 
scribed in  this  subparagraph  if— 

(i)  a  feasibility  constUtant  and  a  design 
consultant  were  hired  prior  to  October  1980 
with  respect  to  such  facility, 

(ii)  a  feaaibUity  report  dated  October  1980 
wUh  respect  to  such  facility  was  presented 
to  o  city  or  county  in  which  such  facility  is 
to  be  located,  and 


(Hi)  on  September  7,  1982,  a  joint  city/ 
county  resolution  appointed  a  committee 
which  was  charged  uiith  the  task  of  inde- 
pendently revieunng  the  studies  and  present 
need  for  the  facility. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $60,000,000. 

(D)  A  sports  or  convention  facility  is  de- 
scribed in  this  subparagraph  if— 

(i)  such  facility  is  a  multipurpose  colise- 
um facility  for  which,  before  January  1. 
1985.  a  city,  an  aiLditorium  district  created 
by  the  State  legislature  within  which  such 
facility  will  be  located,  and  a  limited  part- 
nership executed  an  enforceable  contract, 

(ii)  significant  governmental  action  re- 
garding such  facility  was  taken  before  May 
23,  1983,  and 

(Hi)  inducement  resolutiOTis  were  passed 
for  issuance  of  bonds  with  respect  to  such 
facility  on  May  26,  1986. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $25,000,000. 

(9)  Parking  faciuties.—A  bond  issued  as 
part  of  an  issue  95  percent  or  more  of  the 
net  proceeds  of  which  are  to  be  used  to  pro- 
vide a  parking  facility  (unthin  the  meaning 
of  section  103(b)(4)(D)  of  the  1954  Code) 
shall  be  treated  as  an  exempt  facility  bond 
for  purposes  of  part  IV  of  subchapter  B  of 
chapter  1  of  the  1986  Code  if  such  facility  is 
described  in  any  of  the  following  subpara- 
graphs: 

(A)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  there  was  an  inducement  resolution  on 
March  9,  1984.  for  the  issuance  of  bonds 
unth  respect  to  such  facility,  and 

(ii)  such  resolution  was  extended  by  reso- 
lutions passed  on  August  14.  1984.  April  2, 
1985.  August  13,  1985.  and  July  8,  1986. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $30,000,000. 

(B)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  such  facility  is  for  a  unixxrsity  medical 
school 

(ii)  the  last  parcel  of  land  necessary  for 
such  facility  uwis  purchased  on  February  4, 
1985,  and 

(Hi)  the  amount  of  bonds  to  be  issued  unth 
respect  to  such  facility  was  increased  by  the 
State  legislature  of  the  State  in  which  the  fa- 
cility is  to  be  located  as  part  of  its  1983-1984 
general  appropriations  act 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $9,000,000. 

(C)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  the  development  agreement  unth  re- 
spect to  the  project  of  which  such  facility  is 
a  part  was  entered  into  during  May  1984, 
and 

(ii)  an  inducement  resolution  was  passed 
on  October  9,  1985,  for  the  issuance  of  bonds 
unth  respect  to  the  facility. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $35,000,000. 

(D)  A  facility  is  described  in  this  subpara- 
graph if  the  city  council  approved  a  resolu- 
tion of  intent  to  issue  tax-exempt  bonds 
(ResoliUion  34083)  for  such  facility  on  April 
30,  1986.  The  aggregate  face  amount  of 
bonds  to  which  this  subparagraph  applies 
shaU  not  exceed  $8,000,000.  SoUly  for  pur- 
poses of  this  subparagraph,  a  heliport  con- 
structed as  part  of  such  facility  shall  be 
deemed  to  be  functionally  related  and  stibor- 
dinate  to  such  facility. 


(E)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  resolutions  were  adopted  by  a  public 
joint  poujers  authority  relating  to  such  facil- 
ity on  March  5.  1985.  May  1,  1985,  October  2, 
1985,  December  4.  1985,  and  February  5. 
1986;  and 

(ii)  such  facility  is  to  be  located  at  an  ex- 
position park  which  includes  a  coliseum 
and  sports  arena. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $150,000,000. 

(F)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  it  is  to  be  constructed  as  part  of  an 
overall  development  that  is  the  subject  of  a 
development  agreement  dated  October  1, 
1983,  betvjeen  a  developer  and  an  organiza- 
tion described  in  section  501(c)(3)  of  the 
1986  Code,  and 

(ii)  an  environmental  notification  form 
with  respect  to  the  overall  development  was 
filed  with  a  State  enmronmental  agency  on 
February  28,  1985. 

The  aggregate  face  amount  of  t>onds  to 
which  this  subparagraph  applies  shall  not 
exceed  $60,000,000. 

(G)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  an  inducement  resolution  was  passed 
by  the  city  redevelopment  agency  on  Decem- 
ber 3,  1984,  and  a  resolution  to  carryforward 
the  private  activity  bond  limit  was  passed 
by  such  agency  on  December  21,  1984,  with 
respect  to  such  facility,  and 

(ii)  the  owner  participation  agreement 
with  respect  to  such  facility  was  entered 
into  on  July  30,  1986. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $18,000,000. 

(H)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  an  application  (dated  August  28,  1986) 
for  financial  assistance  was  submitted  to 
the  county  industrial  development  agency 
XDith  respect  to  such  facility,  and 

(ii)  the  inducement  resolution  for  such  fa- 
cility was  passed  by  the  industrial  develop- 
ment agency  on  September  10,  1986. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $8,000,000. 

(I)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  it  is  located  in  a  city  the  parking  needs 
of  which  were  comprehensively  described  in 
a  "Downtown  Parking  Plan"  dated  January 
1983,  and  approved  by  the  city's  City  Plan 
Commission  on  June  1,  1983,  and 

(ii)  obligations  with  respect  to  the  con- 
struction of  which  are  iss%ted  on  behalf  of  a 
State  or  local  governmental  unit  by  a  corpo- 
ration empowered  to  issue  the  same  which 
was  created  by  the  legislative  body  of  a  State 
by  an  Act  introduced  on  May  21.  1985.  and 
thereafter  passed,  which  Act  became  effec- 
tive iDithout  the  gowmor's  signature  on 
June  26,  1985. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $50,000,000. 

(J)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  such  facility  is  located  tn  o  city  which 
was  the  subject  of  a  convention  center 
market  analysis  or  study  dated  March  1983 
and  prepared  by  a  nationally  recognized  ac- 
counting firm, 

(ii)  such  facility  U  intended  for  use  by, 
among  others,  persons  attending  a  conven- 
tion center  located  within  the  same  town  or 
city,  and 
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fiW  such  facility's  location  was  approved 
by  a  task  force  created  jointly,  in  December 
198S.  by  the  governor  of  the  StaU  toithin 
vhich  such  facility  will  be  located  and  the 
mayor  of  the  capital  city  of  such  State. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  1 30,000.000. 

<K)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  scale  and  components  for  the  facility 
were  determined  by  a  city  downtown  plan 
adopted  October  31,  1984  (resolution 
number  3882),  and 

(ii)  the  site  area  for  the  facility  is  approxi- 
mately 51.200  square  feet 
The   aggregate  face   amount   of  bonds   to 
which  this  subparagraph  applies  shall  not 
exceed  tS, 000,000. 

(LJ  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  the  property  for  such  facility  was  of- 
fered for  development  by  a  city  renewal 
agency  on  March  19,  1986  (resolution 
number  920),  and 

(ii)  the  site  area  for  the  facility  is  approxi- 
mately 25,600  square  feet 
The   aggregate  face   amount   of  bonds   to 
which  this  subparagraph  applies  shall  not 
exceed  tS.000,000. 

(M)  A  facility  is  described  in  this  subpara- 
graph if  such  facility  was  approved  by  offi- 
cial action  of  the  city  council  on  July  26, 
1984  (resolution  number  33718),  and  is  for 
the  Mover  Theatre.  The  aggregate  face 
amount  of  bonds  to  which  this  subpara- 
graph applies  shall  not  exceed  tS,  000, 000. 

(N)  A  facility  is  described  in  this  subpara- 
graph if  it  is  part  of  a  renovation  project  in- 
volving the  Outlet  Company  building  in 
Providence,  Rhode  Island.  The  aggregate 
face  amount  of  obligations  to  which  this 
suttparagraph  applies  shall  not  exceed 
$6,000,000 

(10)  CatTAlN  ADVANCE  REFVNDINOS.— 

(A)  Section  149(d)(3)  of  the  1986  Code 
ih€Ul  not  apply  to  a  bond  issued  by  a  State 
admitted  to  the  Union  on  November  16, 
1907,  for  the  advance  refunding  of  not  more 
than  $186,000,000  State  turnpike  obliga- 
tions. 

(B)  A  refunding  of  the  Charleston,  West 
Virginia  Town  Center  Garage  Bonds  shall 
not  be  treated  for  purposes  of  part  IV  of  sub- 
chapter A  of  chapter  1  of  the  1986  Code  as 
an  advance  refunding  if  it  would  not  be  so 
treaUd  if  "100"  were  substituted  for  "90"  in 
section  149(d)(S)  of  such  Code. 

(11)  Principal  user  provisions.— 

(A)  In  the  case  of  a  bond  issued  as  part  of 
an  issue  the  proceeds  of  which  are  to  be  used 
to  provide  a  facility  described  in  subpara- 
graph (B)  or  (C).  the  determination  of 
whether  such  bond  is  an  exempt  facility 
bond  shall  be  rfiade  by  substituting  "90  per- 
cent" for  "95  percent"  and  section  142(a)  of 
the  1986  Code. 

(B)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  it  is  a  waste-to-energy  project  for  which 
a  contract  for  the  sale  of  electricity  was  exe- 
cuted in  September  1984,  and 

(ii)  the  design,  construction,  and  oper- 
ation contract  for  such  project  was  signed 
in  March  1985  and  the  order  to  begin  con- 
struction was  issxted  on  March  31.  1986. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $29,100,000. 

(C)  A  facility  is  described  in  this  subpara- 
graph if  it  is  a  solid  waste  disposal  facility 
for  Charleston,  South  Carolina,  and  a  State 
political  subdivision  took  formal  action  on 
April  1,  1980,  to  commit  development  funds 
for  such  facility. 
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(12)        QVAUriED       SCHOLARSHIP       rVNDINQ 

BONDS.— Subsections  (d)(3)  and  (f)  of  section 
148  of  the  1986  Code  shall  not  apply  to  any 
bond  or  series  of  bonds  the  proceeds  of 
which  are  used  exclusively  to  refund  quali- 
fied scholarship  funding  bonds  (as  defined 
in  section  150  of  the  1986  Code)  issued 
before  January  1,  1986,  if— 

(A)  the  amount  of  the  refunding  bonds 
does  not  exceed  the  aggregate  face  amount  of 
the  refunded  bonds, 

(B)  the  maturity  daU  of  such  refunding 
bond  is  not  later  than  later  of— 

(i)  the  maturity  date  of  the  bond  to  be  re- 
funded, or 

(ii)  the  date  which  is  15  years  after  the 
date  on  which  the  refunded  bond  was  issued 
(or,  in  the  case  of  a  series  of  refundings,  the 
date  on  which  the  original  bond  was  issued), 

(C)  the  bonds  to  be  refunded  were  issued 
by  the  California  Student  Loan  Finance 
Corporation,  and 

(D)  the  face  amount  of  the  refunding 
bonds  does  not  exceed  $175,000,000. 

(13)  Residential  rental  property 
PRO/ECTS.—A  bond  issued  as  part  of  an  issue 
95  percent  or  more  of  the  net  proceeds  of 
which  are  to  be  used  to  provide  a  project  for 
residential  rental  property  which  satisfies 
the  requirements  of  section  103(b)(4)(A)  of 
the  1954  Code  shall  be  treated  as  an  exempt 
facility  bond  (for  projects  described  in  sec- 
tion 142(a)(7)  of  the  1986  Code)  for  purposes 
of  part  IV  of  subchapter  B  of  chapter  1  of 
the  1986  Code  if  the  project  is  described  in 
any  of  the  following  subparagraphs: 

(A)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if— 

(i)  a  public  building  development  corpora- 
tion was  formed  on  June  6,  1984,  with  re- 
spect to  such  project, 

(ii)  a  partnership  of  which  the  corporation 
is  a  general  partner  was  formed  on 
June  8,  1984,  and 

(Hi)  the  partnership  entered  into  a  prelim- 
inary agreement  with  the  State  public  facili- 
ties authority  effective  as  of  May  4,  1984. 
vHth  respect  to  the  issuance  of  the  bonds  for 
such  project 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $6,200,000. 

(B)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if— 

(i)  the  Board  of  Commissioners  of  the  city 
housing  authority  officially  selected  such 
project's  developer  on  December  19,  1985, 

(ii)  the  Board  of  the  CHty  Redevelopment 
Commission  agreed  on  February  13,  1986.  to 
conduct  a  public  hearing  with  respect  to  the 
project  on  March  6.  1986. 

(Hi)  an  official  action  resolution  for  such 
project  was  adopted  on  March  6, 1986,  and 

(iv)  an  allocation  of  a  portion  of  the  State 
ceiling  was  made  with  respect  to  such 
project  on  July  29,  1986. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $10,000,000. 

(C)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if— 

(i)  the  issuance  of  $1,289,882  of  bonds  for 
such  project  was  approved  by  a  State  agency 
on  September  11, 1985,  and 

(ii)  the  authority  to  issue  such  bonds  was 
scheduled  to  expire  (under  the  terms  of  the 
State  approval)  on  September  9,  1986. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $1,300,000. 

(D)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if— 

(i)  the  issuance  of  $7,020,000  of  bonds  for 
such  project  was  approved  by  a  State  agency 
on  October  10,  1985,  and 
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(ii)  the  authority  to  issue  such  bonds  u>as 
scheduled  to  expire  (under  the  terms  of  the 
State  approval)  on  October  9, 1986. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $7,020,000. 

(E)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if— 

(i)  it  is  to  be  located  in  a  city  urban  re- 
newal project  area  which  was  establislied 
pursuant  to  an  urban  renewal  plan  adopted 
by  the  city  council  on  May  1 7. 1960, 

(ii)  the  urlMn  renewal  plan  was  revised  in 
1972  to  permit  multifamily  dwellings  in 
areas  of  the  urban  renewal  project  designat- 
ed as  a  central  business  district. 

(Hi)  an  inducement  resolution  was  adopt- 
ed for  such  project  on  December  14,  1984. 
and 

(iv)  the  city  council  approved  on  Novem- 
ber 6.  1985,  an  agreement  which  provides  for 
conveyance  to  the  city  of  fee  title  to  such 
project  site. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $60,000,000. 

(F)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if- 

(i)  such  project  is  to  be  located  in  a  city 
urban  renewal  project  area  which  was  estab- 
lished pursuant  to  an  urban  renewal  plan 
adopted  by  the  city  council  on  May  17,  1960, 

(ii)  the  urban  renewal  plan  was  revised  in 
1972  to  permit  multifamily.  dwellings  in 
areas  of  the  urban  renewal  project  designat- 
ed as  a  central  business  district, 

(Hi)  the  amended  urban  renewal  plan 
adopted  by  the  city  council  on  May  19, 1972, 
also  provides  for  the  conversion  of  any 
public  area  site  in  Block  J  of  the  urban  re- 
newal project  area  for  the  development  of 
residential  facilities,  and 

(iv)  acquisition  of  aU  of  the  parcels  com- 
prising the  Block  J  project  site  was  complet- 
ed by  the  city  on  December  28.  1984. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $60,000,000. 

(G)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if— 

(i)  such  project  is  to  be  located  on  a  city- 
owned  site  which  is  to  become  available  for 
residential  development  upon  the  relocation 
of  a  bus  maintenance  facility. 

(ii)  preliminary  design  studies  for  such 
project  site  were  completed  in  December 
1985.  and 

(Hi)  such  project  is  located  in  the  same 
State  as  the  projects  described  in  subpara- 
graphs  (E)  and  (F). 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shaU  not 
exceed  $100,000,000. 

(H)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if— 

(i)  at  least  20  percent  of  the  residential 
units  in  such  project  are  to  be  utilized  to  ful- 
fill the  requirements  of  a  unilateral  agree- 
ment date  July  21,  1983.  relating  to  the  pro- 
vision of  low-  and  moderate-income  hous- 
ing. 

(ii)  the  unilateral  agreement  was  incorpo- 
rated into  ordinance  numbers  83-49  and  83- 
50,  adopted  by  the  city  council  and  ap- 
proved by  the  mayor  on  August  24,  1983,  and 

(Hi)  an  inducement  resolution  was  adopt- 
ed for  such  project  on  September  25, 1985. 
The   aggregate  face  amount   of  bonds   to 
which  this  subparagraph  applies  shall  not 
exceed  $8,000,000. 

(I)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if— 

(i)  a  letter  of  understanding  was  entered 
into  on  December  11,  1985,  between  the  city 
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and  county  houaing  and  community  devel- 
opment office  and  the  project  developer  re- 
garding the  conveyance  of  land  for  such 
project,  and 

Hi}  such  project  is  located  in  the  mme 
State  as  the  projects  described  in  subpara- 
graphs <E),  <F),  (G),  and  (H). 
The  offgregate  face  amount  of  boTids  to 
lOiich  this  subparagraph  applies  shall  not 
exceed  an  amount  v>hich,  together  unth  the 
amounts  allowed  under  subparagraphs  (Bt, 
(F),  (G),  and  (Hf,  does  not  exceed 
$250,000,000. 

(J)  A  residential  rental  property  project  is 
described  in  thU  subparagraph  if  it  is  a  mul- 
tifamily  residential  development  located  in 
Arrowhead  Springs,  vHthin  the  county  of 
San  Bernardino,  California,  and  a  portion 
of  the  site  of  which  currently  is  owned  by  the 
Campus  Crusade  for  Christ  The  aggregate 
face  amount  of  bonds  to  which  this  subpara- 
graph applies  shaU  not  exceed  $350,000,000. 
<K>  A  residential  rental  property  project  is 
described  in  this  subparagraj^  if— 

<i)  it  is  a  new  residential  development 
with  approximately  309  dwelling  units  lo- 
cated in  census  tract  No.  3202,  and 

(ii)  there  was  an  inducement  ordinance 
for  such  prx)ject  adopted  by  a  city  council  on 
November  20,  1985. 

The  aggregate  face  amount  of  bonds  to 
which  thU  subparagraph  applies  shall  not 
exceed  $32,000,000. 

(L)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if— 

(i)  it  is  a  new  residential  development 
with  approximately  70  dwelling  units  locat- 
ed in  census  tract  No.  3901,  and 

Hi)  there  was  an  inducement  ordinance 
for  such  project  adopted  by  a  city  council  on 
August  14.  1984. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $4,000,000. 

(M)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if— 

(ij  it  is  a  new  residential  development 
with  approximately  98  duxUing  units  locat- 
ed in  census  tract  No.  4701,  and 

(ii)  there  was  an  inducement  ordinance 
for  such  project  adopted  by  a  city  council  on 
August  14.  1984. 
•  The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $7,000,000. 

(N)  A  project  or  projects  are  described  in 
this  subparagraph  if  they  are  part  of  the 
WiUow  Road  residential  improvement  plan 
in  Menlo  Park,  California.  The  aggregate 
face  amount  of  obligations  to  which  this 
suttparagraph  applies  stuUl  not  exceed 
$9,000,000. 

(Of  A  residential  rental  property  project  « 
described  in  this  subparagraph  if— 

(i)  an  inducement  resolution  for  such 
project  was  approved  on  July  18,  1985,  by 
the  city  council, 

(ii)  such  project  was  approved  by  such 
council  on  August  11, 1986,  and 

(iiiJ  such  project  consists  of  approximate- 
ly 22  duplexes  to  be  used  for  housing  quali- 
fied low  and  moderate  income  tenants. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $1,500,000.  _ 

(P)  A  residential  rental  property  project  U 
described  in  this  subparagraph  if— 

(i>  an  inducement  resolution  for  such 
project  was  approved  on  April  22,  1986,  by 
the  city  council, 

(ii)  such  project  was  approved  by  such 
council  on  August  11, 1986,  and 

(Hi)  such  project  cor^sists  of  a  unit  apart- 
ment complex    (having   approximately   60 


units)  to  be  used  for  housing  Qualified  low 
and  moderate  income  tenants. 
The  aggregate  face  amount   of  bonds   to 
which  this  subparagraph  applies  stiall  not 
exceed  $1,625,000. 

(Q)  A  residential  rental  property  project  is 
described  in  this  subparagrai^  if— 

(i)  a  State  housing  authority  granted  a 
notice  of  official  action  for  the  project  on 
May  24, 1985,  artd 

(ii)  a  binding  agreement  was  executed  for 
such  project  with  the  State  twusing  finance 
authority  on  May  14,  1986,  and  such  agree- 
ment was  accepted  by  the  State  housing  au- 
thority on  June  5, 1986. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shaU  not 
exceed  $7,800,000. 

(R)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if  such 
project  is  either  of  2  projects  (located  in  SL 
Louis,  Missouri)  which  received  commit- 
ments to  prx)vide  construction  and  perma- 
nent financing  through  the  issuance  of 
bonds  in  principal  amounts  of  up  to 
$242,130  and  $654,045,  on  July  16,  1986.  The 
aggregate  face  amount  of  bonds  to  which 
this  subparagraph  applies  shall  not  exceed 
$1,000,000. 

(S)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if— 

(i)  a  local  housing  authority  approved  an 
inducement  resolution  for  such  project  on 
January  28, 1985,  and 

(ii)  a  suit  relating  to  such  preset  was  dis- 
missed unthout  right  of  further  appeai  on 
April  4,  1986. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $13,200,000. 

(T)  A  residential  rental  property  project  is 
described  in  this  subparagraph  if- 

(i)  such  project  is  the  renovation  of  a  hotel 
for  residents  for  senior  citizens. 

(ii)  an  inducement  resolution  for  such 
project  was  adopted  on  November  20,  1985, 
by  the  State  Development  Finance  Author- 
ity, and 

(Hi)  such  project  is  to  be  located  in  the 
metropolitan  area  of  the  city  described  in 
paragraph  (3)(C). 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $9,500,000. 

(U)  A  residential  rental  property  project  is 
described  in  this  sul)paragraph  if— 

(i)  such  project  is  the  reriovation  of  apart- 
ment housing. 

(ii)  an  inducement  resolution  for  such 
project  1WM  adopted  on  December  20.  1985. 
by  the  State  Housing  Development  Author- 
ity, and 

(Hi)  such  project  is  to  be  located  in  the 
metropolitan  area  of  the  city  described  in 
paragraph  (3)(C). 

The  aggregate  face  amount  of  bond*  to 
which  this  subparagraph  applies  shall  not 
exceed  $12,000,000. 

(V)  A  residential  rental  project  is  de- 
scribed in  this  subparagraph  if  it  is  a  ren- 
ovation and  construction  project  for  low- 
income  housing  in  central  Louisville.  Ken- 
tucky, and  local  board  approval  for  such 
project  was  granted  April  22.  1986.  The  ag- 
gregate face  amount  of  Iwnds  to  which  this 
subparagraph  applies  sfiall  not  exceed 
$500,000. 

(W)  A  residential  rental  project  is  de- 
scril>ed  in  this  subparagraph  if— 

(i)  such  project  is  1  of  6  residential  rental 
projects  having  in  the  aggregate  approxi- 
mately 1,010  units. 

(ii)  inducement  resbluHons  for  such 
projects  were  adopted  by  the  county  residen- 


tial finance  authority  on  November  21. 1985. 
and 

(Hi)  a  public  hearing  of  the  county  resi- 
dential finance  authority  was  held  by  such 
authority  on  December  19,  1985,  regarding 
such  projects  to  be  constructed  try  an  in- 
commonwealth  developer. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  diaU  not 
exceed  $62,000,000. 

(X)  A  residential  rental  project  is  de- 
scribed in  this  subparagraph  if- 

(i)  an  inducement  resolution  with  respect 
to  such  project  was  adopted  by  the  State 
housing  development  authority  on  January 
25,  1985,  and 

(ii)  the  issuance  of  bonds  for  such  project 
was  the  subject  of  a  law  suit  filed  on  October 
25,  1985. 

The  agmegate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $64,000,000.  In  the  case  of  bonds  to 
toAic/t  this  subparagraph  applies,  the  re- 
QUirements  of  sections  148  and  149(d)  of  the 
1986  Code  shall  not  be  treated  as  included  in 
section  103  of  the  1954  Code  and  shall  apply 
tosuch  bonds. 

(Y)  A  project  or  projects  are  described  in 
this  suttparagraph  if  they  are  financed  with 
bonds  issued  by  the  Tulare,  (Mifomia, 
County  Housing  Authority.  The  aggregate 
face  amount  of  obligations  to  which  this 
sultparagraph  applies  shall  not  exceed 
$8,000,000. 

(Z)  A  residential  rental  project  is  de- 
scrU>ed  in  this  subparagraph  if  such  project 
is  a  multifamily  mixed-use  twusing  project 
located  in  a  city  described  in  paragraph 
(3)(C),  the  zoning  for  which  VHis  changed  to 
residential-business  planned  development 
on  November  26,  1985,  and  with  respect  to 
which  both  the  city  on  December  4.  1985. 
and  the  state  housing  finance  agency  on  De- 
cember 20.  1985,  adopted  inducement  resolu- 
tions. The  aggregate  face  amount  of  oWiffO- 
turns  to  which  this  subparagfaph  applies 
shall  not  exceed  $90,000,000. 

(14)  QVAUFIED       STUDENT       LOANS.— The 

amendments  made  by  section  1301  shall  not 
apply  to  any  qualified  student  loan  bonds 
(as  defined  in  section  144  of  the  1986  Code) 
issued  by  the  Volunteer  State  Student  Assist- 
ance Corporation.  The  aggregate  face 
amount  of  bonds  to  which  this  paragraph 
applies  ShaU  not  exceed  $90,000,000.  In  the 
case  of  bonds  to  which  this  paragraph  ap- 
plies, the  requirements  of  sections  148  and 
149(d)  of  the  1986  Code  shall  be  treated  as 
included  in  section  103  of  the  1954  Code  and 
shall  apply  to  such  bonds. 

(15)  Annuity  contracts.— The  treatment  of 
annuity  contracts  as  investment  property 
under  section  148(b)(2)  of  the  1986  Code 
shall  not  apply  to  any  bond  described  in  any 
of  the  following  subparagraphs: 

(A)  A  bond  is  described  in  this  subpara- 
graph if  such  bond  is  issued  by  a  city  locat- 
ed in  a  noncontiguous  State  if— 

(i)  the  authority  to  acquire  such  a  con- 
tract v>as  approved  on  September  24,  1985, 
by  city  ordinance  A08S-176,  ond 

(ii)  formal  bid  requests  for  such  contracts 
were  mailed  to  i»is«TOnce  companies  on  Sep- 
tember 6.  1985. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $57,000,000. 

(B)  A  bond  is  described  in  thU  subpara- 
graph if— 

(i)  on  or  before  May  12.  1985.  the  govern- 
ing board  of  the  city  pension  fund  author- 
ized an  agreement  unth  an  underwriter  for 
possibU    execution    and    delivery    of   tax- 
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exempt  certificates  of  participation  by  a 
nonprofit  corporation,  and 

<ii)  the  proceeds  of  the  sale  of  such  certifi- 
cates are  to  be  used  to  purchase  an  annuity 
to  fund  the  unfunded  liability  of  the  City  of 
Berkeley,  California's  Safety  Members  Pen- 
sion Fund 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  S40,000,000. 

to  A  bond  is  described  in  this  subpara- 
graph if  such  bond  is  issued  by  the  South 
Dakota  Building  Authority  if  on  September 
18,  1985.  representatives  of  such  authority 
and  its  underwriters  met  with  bond  counsel 
and  approved  financing  the  purchase  of  an 
annuity  contract  through  the  sale  and  lease- 
back of  State  properties.  The  aggregate  face 
amount  of  bonds  to  which  this  subpara- 
graph applies  shall  not  exceed  SI 75.000,000. 

(D)  A  bond  is  described  in  this  subpara- 
graph if— 

a  J  such  bond  is  issued  by  Los  Angeles 
County,  and 

an  such  country,  before  September  25, 
1985,  paid  or  incurred  at  least  $50,000  of 
costs  related  to  the  issuance  of  such  bonds. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  S500.000.000. 

1161    SOUD    WASTE    DISPOSAL    FACILITY.  — The 

amendments  made  by  section  1301  shall  not 
apply  to  any  solid  waste  disposal  facility 
if- 

<A)  construction  of  such  facility  was  ap- 
proved by  State  law  I.C.  36-9-31, 

(B)  there  was  an  inducement  resolution 
on  November  19,  1984,  for  the  bonds  with  re- 
spect to  such  facility,  and 

fCJ  a  carryforward  election  of  unused  1984 
volume  cap  was  made  for  such  project  on 
February  25,  1985. 

The  aggregate  face  amount  of  bonds  to 
which  this  paragraph  applies  shall  not 
exceed  S120.000.000.  In  the  case  of  bonds  to 
which  this  paragraph  applies,  the  require- 
ments of  sections  148.  149(d),  and  149(g)  of 
the  1986  Code  shall  be  treated  as  included  in 
section  103  of  the  1954  Code  and  shall  apply 
to  such  bonds. 

(17)  Refunding  of  bond  anticipation 
NOTES.— There  shall  not  be  taken  into  ac- 
count under  section  146  of  the  1986  Code 
any  refunding  of  bond  anticipation  notes— 

(A)  issued  in  December  of  1984  by  the 
Rhode  Island  Housing  and  Mortgage  Fi- 
nance Corporation^ 

(B)  which  mature  in  December  of  1986, 

(C)  which  is  not  an  advance  refunding 
within  the  meaning  of  section  149(d)(5)  of 
the  1986  Code  (determined  by  substituting 
"180  days"  for  "90  days"  therein),  and 

(D)  the  aggregate  face  amount  of  the  re- 
funding bonds  does  not  exceed  S25. 500,000. 

(18)  Certain  airports.— The  amendments 
made  by  section  1301  shall  not  apply  to  a 
bond  issued  as  part  of  an  issue  95  percent  or 
more  of  the  net  proceeds  of  which  are  to  be 
used  to  provide  any  airport  (within  the 
meaning  of  section  103(b)(4)(D)  of  the  1954 
Code)  if  such  airport  is  a  mid-field  airport 
terminal  and  accompanying  facilities  at  a 
major  air  carrier  airport  which  during  April 
1980  opened  a  new  precision  instrument  ap- 
proach runway  10R28L.  The  aggregate  face 
amount  of  bonds  to  which  this  subpara- 
graph applies  shall  not  exceed  S425,000.000. 

(19)  Mass  commuting  faciuties.—A  bond 
issued  as  a  part  of  an  issue  95  percent  or 
more  of  the  net  proceeds  of  which  are  to  be 
used  to  provide  a  mass  commuting  facility 
ftnthin  the  meaning  of  section  103(b)(4)(D) 
Of  the  1954  Code)  shall  be  treated  as  an 
exem:)t  facility  bond  (for  facilities  described 
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in  section  142(a)(3)  of  the  1986  Code)  for 
purposes  of  part  IV  of  subchapter  B  of  chap- 
ter 1  of  the  1986  Code  if  such  facility  is  de- 
scribed in  1  of  the  following  subparagraphs: 

(A)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  such  facility  provides  access  to  an 
international  airport, 

(ii)  a  corporation  was  formed  in  connec- 
tion with  such  project  in  September  1984. 

(Hi)  the  Board  of  Directors  of  such  corpo- 
ration authorized  the  hiring  of  various 
firms  to  conduct  a  feasibility  study  with  re- 
spect to  such  project  in  April  1985,  and 

(iv)  such  feasibility  study  was  completed 
in  November  1985. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $150,000,000. 

(B)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  enabling  legislation  with  respect  to 
such  project  was  approved  by  the  State  legis- 
lature in  1979, 

(ii)  a  1-percent  local  sales  tax  assessment 
to  be  dedicated  to  the  financing  of  such 
project  was  approved  by  the  voters  on 
August  13.  1983,  and 

(Hi)  a  capital  fund  with  respect  to  such 
project  was  established  upon  the  issuance  of 
$90,000,000  of  notes  on  October  22.  1985. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $200,000,000  and  such  bonds  must  be 
issued  before  January  1,  1996. 

(C)  A  facility  is  described  in  Uiis  subpara- 
graph if— 

(i)  bonds  issued  therefor  are  issued  by  or 
on  behalf  of  an  authority  organized  in  1979 
pursuant  to  enabling  legislation  originally 
enacted  by  the  State  legislature  in  1973,  and 

(ii)  such  facility  is  part  of  a  system  con- 
nector described  in  a  resolution  adopted  by 
the  board  of  directors  of  the  authority  on 
March  27,  1986. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $400,000,000.  Notwithstanding  the 
last  paragraph  of  this  subsection,  this  sub- 
paragraph shall  apply  to  bonds  issued  before 
January  1,  1996. 

(D)  A  facility  is  described  in  this  subpara- 
graph if— 

(ii  the  facility  is  a  light  rail  transitway 
project. 

(ii)  enabling  legislation  with  respect  to  the 
issuing  authority  was  approved  by  the  State 
legislature  in  May  1973. 

(Hi)  on  October  28.  1985,  a  board  issued  a 
request  for  consultants  to  conduct  a  feasibil- 
ity study  on  mass  transit  corridor  analysis 
in  connection  with  the  facility,  and 

(iv)  on  May  12,  1986,  a  board  approved  a 
further  (finding  contract  for  expenditures  of 
approximately  $1,494,963,  to  be  expended  on 
a  facility  study. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $250,000,000.  Notwithstanding  the 
last  paragraph  of  this  subsection,  this  sub- 
paragraph shall  apply  to  bonds  issued  before 
January  1,  1996. 

(20)  Private  coLLEOEs.-Section  148(f)  of 
the  1986  Code  shall  not  apply  to  any  bond 
which  is  issued  as  part  of  an  issue  if  such 
bond— 

(A)  is  issued  by  a  political  subdivision 
pursuant  to  home  rule  and  interlocal  coop- 
eration powers  conferred  by  the  constitution 
and  laws  of  a  State  to  provide  funds  to  fi- 
nance the  costs  of  the  purchase  and  con- 
struction of  educational  facilities  for  pri- 
vate colleges  and  universities,  and 

(B)  was  the  subject  of  a  resolution  of  offi- 
cial action  by  such  political  subdivision 
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(Resolution  No.  86-1039)  adopted  by  the  gov- 
erning body  of  such  political  subdivision  on 
March  18,  1986. 

The  aggregate  face  amount  of  bonds  to 
which  this  paragraph  applies  shall  not 
exceed  $100,000,000. 

(21)  Pooled  financing  programs.— 

(A)  Section  147(b)  of  the  1986  Code  shall 
not  apply  to  any  hospital  pooled  financing 
program  with  respect  to  which— 

(i)  a  formal  presentation  was  made  to  a 
city  hospital  facilities  authority  on  January 
14,  1986.  and 

(ii)  such  authority  passed  a  resolution  ap- 
proving the  bond  issue  in  principle  on  Feb- 
ruary 5,  1986. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $95,000,000. 

(B)  Subsection  (c)  and  (f)  of  section  148  of 
the  1986  Code  shall  not  apply  to  bonds  for 
which  closing  occurred  on  July  16,  1986,  and 
for  which  a  State  municipal  league  served  as 
administrator  for  use  in  a  State  described  in 
section  103A(g)(5)(C)l  of  the  Internal  Reve- 
nue Code  of  1954.  The  aggregate  face 
amount  of  obligations  to  which  this  sub- 
paragraph applies  shall  not  exceed 
$585,000,000. 

(22)  Downtown  redevelopment  project.— 

(A)  In  the  case  of  a  bond  descrit>ed  in  sub- 
paragraph (B),  section  141  of  the  1986  Code 
shall  be  applied  without  regard  to  subsec- 
tion (a)(2),  subsection  (b)(3),  and  subsection 
(b)(5):  and  paragraphs  (1)  and  (2)  of  subsec- 
tion (b)  shall  be  applied  by  substituting  "25 
percent"  for  "10  percent"  each  place  it  ap- 
pears. 

(B)  A  bond  is  described  in  this  subpara- 
graph if  such  bond  is  issued  as  part  of  an 
issue  95  percent  or  more  of  the  net  proceeds 
of  which  are  to  be  used  to  provide  a  project 
to  acquire  and  redevelop  a  downtown  area 
if- 

(i)  on  August  15.  1985,  a  downtown  rede- 
velopment authority  adopted  a  resolution  to 
issue  bonds  for  such  project, 

(ii)  before  September  26,  1985,  the  city  ex- 
pended (or  entered  into  binding  contracts  to 
expend)  more  than  $10,000,000  in  connec- 
tion with  such  project,  and 

(Hi)  the  state  supreme  court  issued  a 
ruling  regarding  the  proposed  finance  struc- 
ture for  such  project  on  December  11,  1985. 
The  aggregate  face  amount  of  bonds  to 
which  this  paragraph  applies  shall  not 
exceed  $85,000,000  and  such  bonds  must  be 
issued  before  January  1,  1992. 

(23)  Mass  commuting  and  parking  faciu- 
ties.—A bond  issued  as  part  of  an  issue  95 
percent  or  more  of  the  net  proceeds  of  which 
are  to  be  used  to  provide  any  mass  commut- 
ing facility  or  parking  facility  (within  the 
meaning  of  section  103(b)(4)(D)  of  the  1954 
Code)  shall  be  treated  as  an  exempt  facility 
bond  for  purposes  of  part  IV  of  subchapter  B 
of  chapter  1  of  the  1986  Code  if  such  facility 
is  provided  in  connection  vnth  the  rehabili- 
tation, renovation,  or  other  improvement  to 
an  existing  railroad  station  owned  on  the 
date  of  the  enactment  of  this  Act  by  the  Na- 
tional Railroad  Passenger  Corporation  in 
the  Northeast  Corridor  and  which  was 
placed  in  partial  service  in  1934  and  was 
placed  in  the  National  Register  of  Historic 
Places  in  1978.  The  aggregate  face  amount 
of  bonds  to  which  this  paragraph  applies 
shall  net  exceed  $30,000,000. 

(24)  Tax-exempt  status  of  bonds  of  cer- 
tain educational  ORGANIZATIONS.— 

(A)  In  general.— For  purposes  of  section 
103  and  part  IV  of  subchapter  B  of  chapter  1 
of  the  1986  Code,  a  qualified  educational  or- 
ganization shall  be  treated  as  a  governmen- 
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tal unit,  tnU  only  with  rupect  to  a  trade  or 
btuineu  carried  on  by  tuch  organieation 
tohich  it  not  an  unrelated  trade  or  bxuinesa 
(determined  by  applying  tection  S13(a)  of 
tuch  Code  to  tuch  organUnUUm). 

(BJ  QVAUmO  EDVCATIONAL  ORCUSIZATION.— 

For  purpotet  of  tubparagrajOi  (A),  the  term 
"VuMfied  educational  organization"  meant 
a  cottege  or  univertity— 

(i)  V)hich  u)at  reincorporated  and  reneu>ed 
u>ith  perpetual  exittence  at  a  corporation  by 
tpecific  act  of  the  legitlature  of  the  State 
u>ithin  which  such  college  or  univertity  it 
located  on  March  19, 1913,  or 

(ii)  which— 

(I)  wat  initiaily  incorporated  or  created 
on  February  28,  1787,  on  April  29,  1854,  or 
on  May  14, 1888,  and 

(It)  at  an  inttrumentality  of  the  State, 
tercet  at  a  "State-related"  university  by  a 
tpecific  act  of  the  legitlature  of  the  State 
U)ithin  which  tuch  college  or  university  it 
located 

(2Si  Tax-kxxupt  status  or  bonds  or  csr- 

TAIN  PVBUC  VnUTOS.— 

(A>  In  asMxiuL.— Except  at  provided  in 
tubparagraph  (B),  a  bond  shall  be  treated  at 
a  gwUified  bond  for  purpotet  of  tection  103 
of  the  1986  Code  if  such  bond  is  issued  after 
Vie  date  of  the  enactment  of  this  Act  toith  re- 
tpect  to  a  public  utility  facility  if  such  facil- 
ity U- 

(i>  located  at  any  non-federally  owned 
dam  (or  on  project  UMters  or  adjacent  landtJ 
located  wholly  or  partially  in  3  countiet,  2 
of  vihich  are  contiguous  to  the  third,  where 
the  rated  capacity  of  the  hydroelectric  gener- 
ating facUitiet  at  5  of  tuch  dams  on  October 
18,  1979.  wat  more  than  6S0  megawattt 
each, 

(ii)  located  at  a  dam  (or  on  the  project 
waters  or  adjacent  landt)  at  which  hydro- 
Hectric  generating  facilitiet  were  financed 
with  the  proceedt  of  tax-exempt  obligationt 
before  Decemt>er  31,  1968, 

(iiif  owned  and  operated  by  a  State,  politi- 
cai  tubdivitUm  of  a  State,  or  any  agency  or 
inttrumentality  of  any  of  the  foregoing,  arut 

(iv)  located  at  a  dam  (or  on  project  waters 
or  adjacent  lands)  where  the  gerieral  public 
hat  acceu  for  recreational  purposes  to  such 
dam  or  to  tuch  project  waters  or  adjacent 
lands. 

(B)  Special  rules  roR  subparaoraph  (a).— 

(i)  Bonds  subject  to  cap.— Section  146  of 
the  1986  Code  thaU  apply  to  any  bond  de- 
tcribed  in  tubparagraph  (A)  which  (vdthout 
regard  to  tubparagraph  (A))  ia  a  private  ac- 
tivity bond 

(ii)  LnoTATioN  on  amount  or  bonds  to 
wmcH  subparaoraph  (a)  APPUES.—The  aggre- 
gate face  amount  of  bonds  to  which  tub- 
paragraph  (A)  appliet  shall  not  exceed 
$750,000,000,  not  more  than  $350,000,000  of 
which  may  be  issued  before  January  1, 1992. 

(Hi)  LaoTATioN  ON  PURPOSES.— SuApara- 
graph  (A)  thall  only  apply  to  bondt  ittued  at 
part  of  an  ittue  95  percent  or  more  of  the 
net  proceedt  of  which  are  used  to  provide  1 
or  more  of  the  following: 

(I)  A  fish  by-patt  facility  or  fitheriet  en- 
hancement fiicility. 

(ID  A  recreatUmal  facility  or  other  im- 
provement tofticA  it  required  by  Federal  li- 
censing termt  and  conditions  or  other  Fed- 
eral, State,  or  local  law  reguirements. 

(III)  A  project  of  repair,  maintenarux,  re- 
newal, or  replacement,  and  safety  improve- 
ment 

(IV)  Any  reconstruction,  replacement,  or 
improvement,  including  any  tafety  improve- 
ment, which  increases,  or  ailowt  an  increate 
in.  the  capacity,  efficiency,  or  productivity 
of  the  extiHng  generating  equipment 


(26)  Convention  and  parxjno  rAcajTiES.—A 
l>ond  shall  not  be  treated  as  a  private  activi- 
ty l>ond  for  purposes  of  section  103  and  part 
IV  of  subc?iapter  B  of  chapter  1  of  the  1986 
Code  if— 

(A)  such  bond  is  issued  to  provide  a  sports 
or  convention  facility  described  in  section 
103(b)(4)  (B)  or  (C)  of  the  1954  Code, 

(B)  tuch  bond  is  not  described  in  section 
103  (b)(2)  or  (o)(2)(A)  of  such  Code, 

(C)  legislation  by  a  State  legislature  in 
connection  unth  such  facility  toos  enacted 
on  July  19,  1985,  and  was  designated  Chap- 
ter 375  of  the  Laws  of  1985,  and 

(D)  legislation  Ity  a  State  legislature  in 
connection  unth  Uie  appropriation  of  funds 
to  a  State  ptMic  benefit  corporation  for 
loans  in  connection  with  the  construction  of 
such  facility  was  enacted  on  April  17,  1985. 
and  was  designated  Chapter  41  of  the  Lawt 
of  1985. 

The  aggregate  face  amount  of  l>ondt  to 
which  this  subparagraph  applies  shall  not 
exceed  $35,000,000. 

(27)  Shall  issue  termination.— Section 
144(a)(12)  of  the  1986  Code  shaU  not  apply 
to  any  bond  issued  as  part  of  an  issue  95 
percent  or  more  of  the  net  proceeds  of  which 
are  to  be  used  to  provide  a  facility  described 
in  any  of  the  following  subparagraphs: 

(A)  A  facility  it  described  in  this  subitara- 
graphif— 

(i)  the  facility  is  a  hotel  and  office  facility 
located  in  a  State  capital. 

(ii)  the  economic  development  corporation 
of  the  city  in  which  the  facility  is  located 
adopted  an  initial  inducement  resolution  on 
October  30, 1985,  and 

(Hi)  a  feasibility  consultant  u>as  retained 
on  February  21,  1986,  with  respect  to  such 
facility. 

The  aggregate  face  amount  of  bonds  to 
which  thit  tubparagraph  appliet  shall  not 
exceed  $10,000,000. 

(B)  A  facility  is  described  in  this  subpara- 
graph if  such  facility  is  financed  by  bonds 
issued  by  a  State  finance  authority  which 
was  created  in  April  1985  by  Act  1062  of  the 
State  General  Assembly,  and  the  Bond  Guar- 
antee Act  (Act  505  of  1985)  allowed  such  au- 
thority to  pledge  the  interest  from  invest- 
ment of  the  State's  general  fund  as  a  guar- 
antee for  bonds  issued  by  such  authority. 
The  aggregate  face   amount   of  bonds   to 


paragraph  applies  shall  not  exceed 
$10,000,000. 

(G)  A  facility  U  described  in  thit  tubpara- 
graph if  it  is  the  Marble  Arcade  office  build- 
ing renovation  project  in  Lakeland,  Florida. 
The  aggregate  face  amount  of  obligations  to 
which  this  subparagraph  applies  stuUl  not 
exceed  $5,900,000. 

(H)  A  facility  is  described  in  this  tubpara- 
graph if  it  is  a  medical  office  building  in 
Bradenton,  Florida,  with  respect  to  which— 

(i)  a  memorandum  of  agreement  was  en- 
tered into  on  October  17, 1985,  and 

(ii)  the  city  council  held  a  jmblic  hearing 
and  approved  issuance  of  the  bonds  on  No- 
veml>er  14,  1985. 

The  aggregate  face  amount  of  obligations  to 
which  this  sul)paragraph  applies  shall  not 
exceed  $8,500,000. 

(I)  A  facility  is  described  in  this  sul>para- 
graph  if  it  consists  of  the  retiabilitation  of 
the  Andover  Town  Hall  in  Andover,  Massa- 
chusetts. The  provisions  of  section  149(b)  of 
the  1986  Code  (relating  to  federally  guaran- 
teed ol>ligations)  shaU  not  apply  to  obliga- 
tions to  finance  such  project  solely  as  a 
result  of  the  occupation  of  a  portion  of  such 
building  tty  a  United  States  Post  Office. 

(J)  A  facility  is  described  in  this  subpara- 
graph  if  it  is  the  Central  Bon*  Building  ren- 
ovation project  in  Grand  Rapids,  Michigan. 
The  aggregate  face  amount  of  obligations  to 
which  this  subparagraph  applies  shall  not 
exceed  $1,000,000. 

(28)  Certain  private  loans  not  taken  into 
account.— For  purposes  of  determining 
whether  any  t>ond  is  a  private  activity  bond 
an  amount  of  loans  (but  not  in  excess  of 
$75,000,000)  provided  from  the  proceeds  of  1 
or  more  issues  shall  not  be  taken  into  ac- 
count if  such  loans  are  provided  in  further- 
ance of- 

(A)  a  city  Emergency  Conservation  Plan 
as  set  forth  in  an  ordinance  adopted  by  the 
city  council  of  such  city  on  February  17, 
1983,  or 

(B)  a  resolution  adopted  by  ttie  city  coun- 
cil of  such  city  on  March  10,  1983,  commit- 
ting such  city  to  a  goal  of  reducing  the  peak 
load  of  such  city's  electric  generation  and 
distribution  system  by  553  megawatts  in  IS 
years. 

(29)  Certain  private  business   use  not 


which  this  subparagraph  applies  shaU  nof^^'^ '"^ *(^<^"^- 


exceed  $75,000,000. 

(C)  A  facility  ia  described  in  this  subpara- 
graph if  such  facility  is  a  downtoum  mall 
and  parking  project  for  Holland,  Michigan, 
with  respect  to  which  an  initial  agreement 
was  formulated  with  the  city  in  May  1985 
and  a  formal  memorarutum  of  understand- 
ing was  executed  on  July  2,  1986.  The  aggre- 
gate face  amount  of  bonds  to  v^ich  this  sub- 
paragraph applies  shall  not  exceed 
$18,200,000. 

(D)  A  facility  is  described  in  this  subpara- 
graph if  such  facility  is  a  downtown  mall 
and  parking  ramp  project  for  Trai>erse  City, 
Michigan,  uHth  respect  to  which  a  final  de- 
velopment agreement  was  signed  in  June 
1986.  The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  tut 
exceed  $21,500,000. 

(E)  A  facility  is  described  in  thit  tubpara- 
graph if  such  facility  is  the  rehabilitation  of 
the  Heritage  Hotel  in  Marquette,  Michigan. 
The  aggregate  face  amount  of  l)ondt  to 
which  thit  tiUtparagraph  appliet  thall  not 
exceed  $5,000,000. 

(F)  A  facility  it  described  in  this  siUtpara- 
graph  if  it  is  the  Lakeland  Center  Hotel  in 
Laktiand.  Florida.  The  aggregate  face 
amount  of  obligations  to  toAtc/i  thit  svb- 


(A)  The  nonqualified  amount  of  the  pro- 
ceeds of  an  issue  shall  not  be  taken  into  ac- 
count under  section  141(b)(5)  of  the  1986 
Code  or  in  determining  whether  a  Inmd  de- 
scribed in  subparagraph  (B)  (which  is  part 
of  such  issue)  is  a  private  activity  bond  for 
purposes  of  section  103  and  part  IV  of  sub- 
chapter  B  of  chapter  1  of  the  1986  Code. 

(B)  A  Imnd  is  described  in  this  subpara- 
graph if— 

(i)  such  l>ond  is  issued  before  January  1. 
1993.  by  a  State  admitted  to  the  Union  on 
June  14,  1776.  and 

(ii)  such  bond  is  issued  pursuant  to  a  reso- 
lution of  the  State  Bond  Committion  adopt- 
ed before  September  26,  1985. 

(C)  The  nonqualified  amount  to  toAicA 
this  paragraph  applies  shall  not  exceed 
$150,000,000. 

(D)  For  purpotet  of  thit  paragraph,  the 
term  "nonqualified  amount"  has  the  mean- 
ing given  such  term  by  section  141(b)(8)  of 
the  1986  Code,  except  that  such  term  thaU 
include  the  amount  of  the  net  proceeds  of  an 
issue  which  is  to  l>e  used  (directly  or  indi- 
rectly) to  make  or  finance  loaru  (other  than 
loans  described  in  tection  141(c)(2)  of  the 
1986  Code)  to  persona  other  than  govern- 
mental unita. 
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(30J   VOLUm  CAP  NOT  TO  APPLY  TO  CERTAIN 

WAaLmES.—FoT  purposes  of  section  146  of 

the  1986  Code,  any  exempt  facility  bond  for 

the  following  facility  shaU  not  be  taken  into 

account 

The  facility  is  a  facility  for  the  furnishing  of 

xoater  which  was  authorized  under  Public 

Law  90-537  of  the  United  States  if— 

(Af  construction  of  such  facility  began  on 
May  6. 1973.  and 

(B)  forward  funding  will  be  provided  for 
the  remainder  of  the  project  pursuant  to  a 
negotiated  agreement  betxceen  State  and 
local  water  users  and  the  Secretary  of  the  In- 
terior signed  Apnl  IS,  1986. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $391,000,000. 

(31)  Certain  hydroelectric  generating 
PROPERTY.— A  bond  shall  be  treated  as  de- 
scribed in  paragraph  (2J  of  section  1316(f)  of 
this  Act  if— 

(A)  such  bond  would  be  so  described  but 
for  the  sulutitution  specified  in  such  para- 
graph, 

(B)  on  January  7.  1983,  an  application  for 
a  preliminary  permit  was  filed  for  the 
project  for  which  such  bond  is  issued  and  re- 
ceived docket  no.  6986,  and 

(C)  on  September  20,  1983,  the  Federal 
Energy  Regulatory  Commission  issued  an 
order  granting  the  preliminary  permit  for 
the  project 

The  aggregate  face  amount  of  bonds  to 
which  this  paragraph  applies  shall  not 
exceed  $12,000,000. 

(32)  Volume  cap.— The  State  ceiling  appli- 
cable under  section  146  of  the  1986  Code  for 
calendar  year  1987  for  the  State  which  rati- 
fied the  United  States  Constitution  on  May 
29.  1790,  shall  be  $150,000,000  higher  than 
the  State  ceiling  otherwise  applicable  under 
such  section  for  such  year. 

(33)  Application  of  $150,000,000  limitation 
roR  certain  QUAUFiED  5011013)  BONDS.— Pro- 
ceeds of  an  issue  described  in  any  of  the  fol- 
lowing subparagraphs  shall  not  6e  taken 
into  account  under  section  145(b)  of  the 
1986  Code. 

(A)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if— 

(i)  such  proceeds  are  used  to  provide  medi- 
cal school  facilities  or  medical  research  and 
clinical  facilities  for  a  university  medical 
center, 

(ii)  such  proceeds  are  of— 

(I)  a  $21,550,000  issue  on  August  1,  1980, 

(II)  a  $84,400,000  issue  on  September  1, 
1984,  and 

(III)  a  $48,500,000  issue  (Series  1985  A  and 
1985  B),  and 

(Hi)  the  issuer  of  all  such  issues  is  the 
same. 

(B)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if  such  proceeds  are  for 
use  try  Yale  University  and— 

(i)  the  bonds  are  issued  after  August  8. 
1986,  and  before  August  7,  1988,  by  the  State 
of  Connecticut  Health  and  Educational  Fa- 
cilities Authority,  or 

(ii)  the  bonds  are  the  1st  or  2nd  refundings 
(including  advance  refundings)  of  the  bonds 
described  in  clause  (i)  or  of  original  bonds 
issued  be/ore  August  7,  1986,  by  such  Author- 
ity. 

(C)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if— 

(i)  such  issue  is  issued  on  behalf  of  a  uni- 
versity  established  by  Charter  granted  by 
King  George  II  of  England  on  October  31, 
1754,  to  accomplish  a  refunding  (including 
an  advance  refunding)  of  bonds  issued  to  fi- 
nance 1  or  more  projects,  and 

(ii)  the  application  or  other  request  for  the 
issuance  of  the  issue  to  the  appropriate 


State  issuer  was  made  by  or  on  behalf  of 
such  university  before  February  26,  1986. 
The   aggregate  face   amount   of  bonds   to 
which  this  subparagraph  applies  shall  not 
exceed  $250,000,000. 

(D)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if— 

(i)  such  proceeds  are  to  be  used  for  finance 
construction  of  a  new  student  recreation 
center, 

(ii)  a  contract  for  the  development  phase 
of  the  project  was  signed  by  the  university 
on  May  21,  1986,  with  a  private  company  for 
5  percent  of  the  costs  of  the  project  and 

(Hi)  a  committee  of  the  university  board 
of  administrators  approved  the  major  pro- 
gram elements  for  the  center  on  August  11, 
1986. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $25,000,000. 

(E)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if— 

(i)  such  proceeds  are  to  be  used  in  the  con- 
struction of  new  life  sciences  facilities  for  a 
university  for  medical  research  and  educa- 
tion, 

(ii)  the  president  of  the  university  author- 
ized a  faculty/administration  planning 
committee  for  such  facilities  on  September 
17,  1982. 

(Hi)  the  trustees  of  such  university  author- 
ized site  and  architect  selection  on  October 
30,  1984,  and 

(iv)  the  university  negotiated  a  $2,600,000 
contract  with  the  architect  on  August  9, 
1985. 

The  aggregate  face  amount  of  Imnds  to 
which  Uiis  subparagraph  applies  shall  not 
exceed  $47,500,000. 

(F)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if  such  proceeds  are  to  be 
used  to  renovate  undergraduate  chemistry 
and  engineering  laboratories,  and  to  reha- 
bilitate other  basic  science  facilities,  for  an 
institution  of  higher  education  in  Philadel- 
phia, Pennsylvania,  chartered  by  legislative 
Acts  of  the  Commonwealth  of  Pennsylvania, 
including  an  Act  dated  September  30,  1791. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $6,500,000. 

(G)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if  such  proceeds  are  of 
bonds  which  are  the  first  advance  refunding 
of  bonds  issued  during  1985  for  the  develop- 
ment of  a  computer  network,  and  construc- 
tion and  renovation  or  rehabilitation  of 
other  facilities,  for  an  institution  of  higher 
education  described  in  subparagraph  (H). 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $80,000,000. 

(H)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if- 

(i)  the  issue  is  issued  on  behalf  of  a  univer- 
sity founded  in  1789,  and 

(ii)  the  request  to  issue  bonds  for  items  to 
be  determined  by  the  issuer  was  transmitted 
to  Congress  on  November  7, 1985. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $200,000,000. 

(I)  Proceeds  of  an  issue  are  described  in 
this  sultparagraph  if  the  issue  is  issued  on 
behalf  of  a  university  established  on  August 
6,  1872,  for  a  project  approved  by  the  trust- 
ees thereof  on  Sovember  11,  1985.  The  aggre- 
gate face  amount  of  bonds  to  which  this  sub- 
paragraph applies  shall  not  exceed 
$100,000,000. 

(J)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if— 
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(i)  the  issue  is  issued  on  behalf  of  a  univer- 
sity for  which  the  founding  grant  was  signed 
on  November  11,  1885,  and 

(ii)  such  bond  is  issued  for  the  purpose  of 
providing  a  Near  West  Campus  Redevelop- 
ment Project  and  a  Student  Housing 
Project 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $105,000,000. 

(J)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if— 

(i)  they  are  the  proceeds  of  advance  re- 
funding obligations  issued  on  behalf  of  a 
university  established  on  April  21,  1831,  and 

(ii)  the  application  or  other  request  for  the 
issuance  of  such  obligations  was  made  to 
the  appropriate  State  issuer  before  July  12, 
1986. 

The  aggregate  face  amount  of  obligations  to 
which  this  subparagraph  applies  shall  not 
exceed  $175,000,000. 

(K)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if— 

(i)  the  issue  is  for  the  purpose  of  financing 
or  refinancing  costs  associated  with  univer- 
sity facilities  including  900  units  of  housing 
for  students,  faculty,  and  staff  in  up  to  two 
buildings  and  an  office  building  containing 
up  to  2,000  square  feet  of  space,  and 

(ii)  a  Imnd  act  authorizing  the  issuance  of 
such  bonds  for  such  project  was  adopted  on 
July  8,  1986,  and  such  act  under  Federal  law 
was  required  to  be  transmitted  to  Congress. 
The  aggregate  face  amount  of  obligations  to 
which  this  subparagraph  applies  shall  not 
exceed  $150,000,000. 

(L)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if  such  issue  is  for  Cor- 
nell University  in  an  aggregate  face  amount 
of  not  more  than  $150,000,000. 

(M)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if— 

(i)  such  issue  would  not  (if  issued  before 
August  16,  1986)  be  an  industnal  develop- 
ment bond  (as  defined  in  section  103(b)(2) 
of  the  1954  Code),  and 

(ii)  such  bonds  were  approved  by  city 
voters  on  January  19,  1985,  for  an  art 
museum  and  2  theaters. 
The  aggregate  face  amount  of  obligations  to 
which  this  subparagraph  applies  shall  not 
exceed  $2,300,000. 

(N)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if— 

(i)  such  issue  is  issued  by  a  State  dormito- 
ry authority  on  behalf  of  one  or  more  uni- 
versities described  in  section  501(c)(3)  of  the 
1986  Code  or  a  foundling  hospital,  and 

(ii)  the  application  by  the  university  for 
the  issuance  of  such  bond  was  made  before 
October  27,  1985. 

The  aggregate  face  amount  of  bonds  to 
which  this  paragraph  applies  shall  Jiot 
exceed  $150,000,000.  In  the  case  of  bonds  to 
which  this  paragraph  applies,  the  require- 
ments of  sections  148  and  149(d)  of  the  1986 
Code  shall  be  treated  as  included  in  section 
103  of  the  1954  Code  and  shall  apply  to  such 
bonds. 

(O)  Any  bond  to  which  section  14S(b)  of 
the  1986  Code  does  not  apply  by  reason  of 
this  section  shall  be  taken  into  account  in 
determining  whether  such  section  applies  to 
any  later  issue. 

(34)  Arbitrage  rebate.— Section  148(f)  of 
the  1986  Code  shaU  not  apply  to  any  period 
before  October  1,  1990,  with  respect  to  any 
bond  the  proceeds  of  which  are  to  be  used  to 
provide  a  high-speed  rail  system  for  the 
State  of  Ohio.  The  aggregate  face  amount  of 
t>onds  to  which  this  paragraph  applies  shall 
not  exceed  $2,000,000,000. 

(35)  Extension  or  carryforward  period.— 
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described  in 


described  in 


described  in 
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(A)  In  the  case  oS  a  carryfortDard  under  in  service  as  of  the  date  of  issuance  of  the  re-  amount  of  obligations  to  which  this  sub- 
section lOSinXlO)  of  the  19S4  Code  of  funding  bonds.  The  aggregate  face  amount  paragraph  applies  shall  not  exceed 
$170,000,000  of  bond  limit  for  calendar  year  of  bonds  to  which  this  paragraph  applies  f  98,500,000. 

1984  for  a  project  described  in  subparagraph  shall  not  exceed  $2,000,000,000.  (46 J  Treatment  or  certain  obuqations  to 

<B),  clause  <i)  of  section  103(n)(10)(C)  of  the  (42)  Residential  rental  property.— A  bond  finance  hydroelectric  oeneratinq  faciu- 

19S4  Code  shall  be  applied  by  substituting  issued  to  finance  a  residential  rental  project  TY.—lf— 

"C  calendar  years"  for  "3  calendar  years",  uHthin  the  meaning  of  103(b)(4)  of  the  1954  (A)  obligations  are  issued  in  an  amount 
and  such  carryforward  may  be  used  by  any  Code  shall  be  treated  as  an  exempt  facility  not  exceeding  $5,000,000  to  finance  the  con- 
authority  designated  by  the  State  in  which  bond  toithin  the  meaning  of  section  struction  of  a  hydroelectric  b  generating  fa- 
the  facility  is  located.  142(a)(7)  of  the  1986  Code  if  the  county  cility  located  on  the  North  Fork  of  Cache 

(B)  A  project  is  described  in  this  subpara-  housing  finance  authority  adopted  an  in-  Creeh  in  Lake  County,  California,  which 
graph  if—  ducement   resolution    wiUt   respect   to   the  was  the  subject  of  a  preliminary  resolution 

(i)  such  project  is  a  facility  for  local  fur-  project  on  May  8,  1985,  and  the  project  is  lo-  of  the  issuer  of  the  obligations  on  June  29. 

nishing  of  electricity  described  in  section  cated  in  Polk  County,  Florida.  The  aggre-  1982,  or  are  issued  to  refund  any  of  such  ob- 

64S  of  the  Tax  Reform  Act  of  1984,  and  gate  face  amount  of  bonds  to  which  this  ligations, 

(ii)  construction  of  such  facility  com-  paragraph  applies  s?iall  not  exceed  (B)  substantially  all  of  the  electrical  power 
menced  vHthin  the  3-year  period  following  $4,100,000.  generated  by  such  facility  is  to  be  sold  to  a 
the  calendar  year  in  which  the  carryforward  (43)  Extension  of  advance  refunding  for  nongovernmental  person  pursuant  to  a  long- 
arose.  CERTAIN  FACILITIES.— Paragraph  (4)  of  section  term  power  sales  agreement  in  accordance 

(36)  Power  purchase  bonds.— A  bond  631(c)  of  the  Tax  Reform  Act  of  1984  is  with  the  Public  Utility  Regulatory  Policies 
issued  to  finance  purchase  of  power  from  a  amended—  Act  of  1978,  and 

potoer  facility  at  a  dam  being  renovated  (A)  by  striking  out  the  second  sentence  IC)   the  initially  mued   obligations  are 

pursuant  to  P.L.  98-381  shall  not  be  treated  thereof  issued  on  or  before  December  31,  1986,  and 

as  a  private  activity  bond  if  it  would  not  be  'B)  by  adding  at  the  end  thereof  the  fol-  any  of  such  refunding  obligations  are  issued 

suc/i  under  section  141(b)(1)  and  (2)  of  the  louring  new  sentence:  "In  the  case  of  refund-  on  or  before  December  31,  1996, 

1986  Code  if  25  percent  were  substituted  for  ing  obligations  not  exceeding  $100,000,000  then  the  person  referred  to  in  subparagraph 

10  percent  and  the  provisions  of  section  issued  by  the  Alabama  State  Docks  Depart-  (B)  shall  not  be  treated  as  a  principal  user 

141(b)  (3),  (4),  and  (5)  of  the  1986  Code  did  ment,  the  first  sentence  of  this  paragraph  of  such  facilities  by  reason  of  such  sales  for 

not  apply    The  aggregate  face  amount  of  'hall  be  applied  by  substituting  "December  purposes  of  subparagraphs  (D)  and  (E)  of 

bonds  to  which  this  paragraph  applies  shaU  31, 1987"  for  "December  31, 1984".  section  103(b)(6)  of  the  1954  Code. 

not  exceed  $80,000,000.  '*^'  Pool  bonds.— The  following  amounts  (47)  Treatment  of  certain  obuqations  to 

(37)  Qualified  mortoaoe  bonds —A  bond  of  pool  bonds  are  exempt  from  the  arbitrage  finance  steam  and  electric  cogeneration  fa- 
issued  as  part  of  either  of  2  issues  no  later  rebate  requirement  of  section  148(f)  of  the  ciLm.-lf- 

than  September  8,  1986,  shaU  be  treated  as  a  ^9««  Code:  (A)  obligations  are  issued  on  or  before  De- 
qualified  mortgage  bond  within  the  mean-  Maximum  Bond  cember  31,  1986,  in  an  amount  not  exceeding 
ing  of  section  141(d)(1)(B)  of  the  1986  Code  p^  Amount  *4,400,000  to  finance  a  facility  for  the  gen- 
if  it  satisfies  the  requirements  of  section  Tennessee  Utility  Districts  eration  and  transmission  of  steam  and  elec- 

103A  of  the  1954  Code  and  if  the  issues  are       pooi       $80,000,000  trictty  having  a  maximum  electrical  capac- 

issued  by  the  turn  most  populous  cities  in  the  New      Mtecico      Hospitals  *'*'  °f  approximately  5.3  megawatts  and  lo- 

Tar  Heel  State.  The  aggregate  face  amount       Bond  Pool $35,000,000  '^"■^'^  within  the  City  of  San  Jose,  Califor- 

Of  bonds  to  which  thU  paragraph  applies  Pennsylvania  Local  Gov-  nia,  or  are  issued  to  refund  any  of  such  obli- 

shaU  not  exceed  $4,000,000.  emment          Investment  gallons,                     „.,.,.,., 

(38)  Exempt  facility  bonds.— A  bond  shaU        Trust  Pool $375,000,000  <B)  substantiaUy  aUofthe  electrical  power 

be  treated  as  an  exempt  facUity  bond  within  Indiana  Bond  BarUc  Pool...         $240,000,000  generated  by  such  facUity  that  w  not  sold  to 

the  meaning  of  section  142(a)  of  the  1986  Hernando  County.  Florida  an  institution  of  higher  education  created 

Code  if  it  U  Usued   to  fund   residential.        Bond  Pool $300,000,000  by  statute  of  the  State  of  Caiifomia  is  to  be 

office,  retail,  light  industrial,  recreational  Utah   Municipal    Finance  sold  to  a  nongovernmental  person  pursuant 

and  parking  development  known  as  Tobacco        Cooperative  Pool $262,000,000  to  a  long-term  potoer  sales  agreement  m  ac- 

Row.  Such  bond  shaU  be  subject  to  section  North  Carolina  League  of  cordance  with  the  Public  UtUity  Regulatory 

146  and  sections  148  and  149  of  the  1986       Municipalities  Pool $200,000,000  Policies  Act  of  1978,  and 

Code.  The  aggregate  face  amount  of  bonds  to  Kentucky            Municipal  <C)   the   initiaUy  issued  obligations  are 

which    this    paragraph    applies    shaU    not       League  Bond  Pool $170,000,000  Usued  on  or  before  December  31,  1986,  and 

exceed  $100,000,000  Kentucky    Association    of  any  of  such  refunding  obligations  are  issued 

(39)  Certain  WASTEWATER  TREATMENT  FACiu-        Counties  Bond  Pool $100,000,000  on  or  before  December  31, 1996. 

TY  —A  bond  shall  not  be  subject  to  the  provi-  Homewood          Municipal  then  the  nongovernmental  person  referred  to 

sions  of  section  146  of  the  1986  Code  if  it  U       Bond  Pool $50,000,000  in  subparagraph  (B)  shall  not  be  treated  as 

issued  to  acquire  and  comptete  a  wastewater  Colorado    Association    of  a  principal  user  of  such  facilities  by  reason 

treatment  facUity-                                                School  Boards  Pool $300,000,000  of  such  sales  for  purposes  of  subparagraphs 

(A)  which  was  organized  by  an  interlocal  Tennessee  Municipal  (D)  and  (E)  of  section  103(b)(6)  of  the  Inter- 
agreement  dated  October  17, 1978,                         Uague  Pooled  Bonds $75,000,000  nal  Revenue  Code  of  1954. 

(B)  for  which  $78143.557  has  been  spent  Georgia  Municipal  Asso-  (48)  Treatment  of  certain  obuqations. -A 
as  of  July  31,  1986,  and                                          ciationPool $130,000,000  bond  which  U  not  an  industrial  develop- 

(C)  for  which  Oie  first  construction  con-  (45)  Certain  carryforward  elections.-  ment  bond  under  section  103(b)(2)  of  the  In- 
tract  was  let  on  February  27,  1981.  Notwithstanding  any  other  proviHon  of  thU  temal  Revenue  Code  of  1954  shall  not  be 
The  aggregate  face  amount  of  bonds  to  title-  treated  as  a  private  activity  ^nd  Jorpur- 
which  thU  paragraph  applies  shaU  not  (A)  In  the  case  of  a  metropolitan  service  poses  of  part  IV  of  subchapter  B  of  chapter  1 
exceed  $100,000,000.  dUtrict  created  pursuant  to  State  revised  of  the  1986  Code  ij  95  percent  or  more  of  the 

(40)  REFUNDiNQ  of  certain  taxable  DEBT.-  statutes,  chapter  268,  up  to  $100,000,000  net  proceeds  of  the  wue  of  which  such  bond 
A  bond  issued  to  refinance  taxable  debt  shall  unused  1985  bond  authority  may  be  carried  "  a  part  are  used  to  provide  facilities  de- 
not  be  treated  as  a  qualified  501(c)(3)  bond  forward  to  any  year  untU  1989  (regardless  of  scnbed  m  either  of  the  following  subpara- 

within  the  meaning  of  section  141(d)(1)(G)  the  date  on  which  such  carryforward  etec-    graphs.       .,.^    .    ^        k  ^       .^         1 

Of  the  1986  Code  if  an  authorizing  resolu-  tion  is  made).  '^;^.{«^«"'  "Jf!^^,*?,,^"J^;S 

tion  as  adopted  by  the  issuer  on  August  14,  (B)  If-                                                   ^  ^^^,l^\,^t^  ?^^^.^^^J^ 

1986  for  St  Mary's  Hospital  The  aggregate  (i)  official  action  was  taken  by  an  indus-  operated  State  /o»r  and  exposition  center 

face' amount  of  bonds  to  which  thU  para-  trial  development  board  on  September  16,  with  respect  to  which-         „,  .    ,    .  ,  , 

graph  applies  ShaU  not  exceed  $22,314,000.  1985,  with  respect  to  the  issuance  of  not  (i)  the  1985  session  of  Oie  State  legisUiture 

(41)  TiME  TO  MATURITY  FOR  CERTAIN  OBUOA-  morc  than  $98,500,000  of  waste  water  treat-  authorised  revenue  bonds  to  be^^ued  in  a 
jTONS.-The  requirement  of  section  147(b)  of  ment  revenue  bonds,  and  maximum  amount  °f*^0-00°-000. ^nd 

the  1986  Code  ShaU  apply  to  current  refiind-  (ii)  an  executive  order  of  the  governor  ^tt^  o  market  feasibility  study  dated  June 

ing  bonds  issued  with  respect  to  two  power  granted  a  carryforward  of  State  bond  au-  30,    1986,    relating    to    a  ,"«*^;..?J^j)tto; 

/oeUitteTon  which  constnlction  has  been  thority  for  such  project  on  December  30,  improvemental  program  ^^/^f  «<*  ^ 

^^^i^^  measuring  the  economic  life  of  1985,                                           _       ,.^  ^  ^^^"^JZ^^f^°rZt^l^^a^^ 

atefiu^ties  from  the  date  of  the  refimding  such  carryforward  election  shaU  be  valid  for  fair  and  exposition  center  by  a  certified 

bonds  if  the  facUities  have  not  been  placed  any  year  through  1988.  The  aggregate  face  public  accounting  firm. 
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The  aoortgate  face  amount  of  (MigatUma  to 
lohieh  thit  subparoffraph  applies  shall  not 
exceed  $10,000,000. 

(B)  A  facility  U  descnbed  in  this  subpara- 
graph if  it  is  a  convention,  trade,  or  specta- 
tor facility  u>hich  is  to  be  located  in  the 
State  with  respect  to  which  subparasnaph 
tot  applies  and  with  respect  to  which  feasi- 
bility and  preliminary  design  consultants 
were  hired  on  May  1,  J98S  and  October  31. 
1985.  The  aggregate  face  amount  of  obliga- 
tions to  which  this  subparagrai^  applies 
thaU  not  exceed  $175,000,000. 

(49)  TXAMsmo/f  rule  roR  RsrurtDiNo  csr- 
TAis  Kovsma  bonds.— Sections  146  and 
149(dJ  of  the  1986  Code  shaU  not  apply  to 
the  refunding  of  any  bond  issued  under  sec- 
tion 11(b)  of  the  Housing  Act  of  1937  before 
December  31.  1983,  if— 

(A)  the  bond  has  an  original  term  to  matu- 
rity of  at  least  40  years, 

(B>  the  maturity  date  of  the  refunding 
bonds  does  not  exceed  the  maturity  date  of 
the  refunded  bonds, 

IC)  the  amount  of  the  refunding  bonds 
does  not  exceed  the  outstanding  amount  of 
the  refunded  bonds, 

(D>  the  interest  rate  on  the  refunding 
bonds  is  lower  than  the  interest  rate  of  the 
refunded  bonds,  and 

(Et  the  refunded  bond  is  re<iuired  to  be  re- 
deemed not  later  than  the  earliest  date  on 
which  such  bond  could  be  redeemed  at  par. 

(50)  TRAMSmON  BONDS  SUBJECT  TO  CERTAIN 

RVLXS.—In  the  case  of  any  bond  to  which 
any  provision  of  this  subsection  applies— 

(A)  MlNmum    TAX    TREATMENT.— Any    bOTld 

which,  without  regard  to  this  section,  UMuld 
be  a  private  activity  bond  (as  defined  in  sec- 
tion 141(a)  of  the  1986  Code)  shaU  be  so 
treated  for  purposes  of  section  55  of  such 
Code  urdess  such  borul  would  not  be  de- 
scribed in  section  103(b)(2)  or  (o)(2)  of  the 
1954  Code  were  such  bond  issued  before 
August  16, 1986. 

(B)  Certain  restrictions  apply.— Except 
as  otherwise  expressly  provided,  sections  103 
and  103A  of  the  1954  Code  shaU  be  applied 
as  if  the  requirements  of  section  148  and 
subsections  (d)  and  (g)  of  section  149  of  the 
1986  Code  were  included  in  each  such  sec- 
tion. 

(51)  Certain  ADDITIONAL  projects.— Section 
141(a)  of  the  1986  Code  shaU  be  applied  by 
substituting  "25"  for  "10"  each  place  it  ap- 
pears and  by  not  applying  sections  141(a)(3) 
and  141(c)(1)(B)  to  bonds  sututantially  all 
of  the  proceeds  are  used  for— 

(A)  A  project  is  described  in  this  subpara- 
graph if  it  consists  of  a  capital  improve- 
ments program  for  a  metropolitan  sewer  dis- 
trict, viith  respect  to  which  a  proposition 
was  submitted  to  voters  on  August  7.  1984. 
The  aggregate  face  amount  of  obligations  to 
which  this  subparagrajA  applies  shall  not 
exceed  $60,000,000. 

(B)  Facilities  described  in  this  subpara- 
graph if  it  consists  of  additions,  extensions, 
and  improvements  to  the  wastewater  system 
for  Lakeland,  Florida.  The  aggregate  face 
amount  of  obligations  to  which  this  sulh 
paragraph  applies  shall  not  exceed 
$20,000,000. 

(C)  A  project  is  described  in  this  subpara- 
graph if  it  is  the  Central  Valley  Water  Recla- 
mation Project  in  Utah.  The  aggregate  face 
amount  of  obligations  to  which  this  sub- 
paragraph applies  shall  not  exceed 
$100,000,000. 

(D)  A  project  is  described  in  this  suttpara- 
graph  if  it  is  a  project  to  construct  apjtroxi- 
matHy  26  miles  of  toU  expressways,  vnth  re- 
spect to  which  any  appeal  to  validation  u>as 
JUed   July   11.    1986.    The   aggregate  face 
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amount  of  obligations  to  which  this  sub- 
paragraph applies  shall  not  exceed 
$450,000,000. 

(52)  Termination.— This  section  shall  not 
apply  to  any  bond  issued  after  December  31. 
1990. 
SEC.  isit.  definitions,  etc.. 

TIVE      DATES 
RVLES. 

For  purposes  of  this  subtitle— 

(1)  1954  code.— The  term  "1954  Code" 
means  the  Internal  Revenue  Code  of  1954  as 
in  effect  on  the  day  before  the  date  of  the  en- 
actment of  this  Act 

(2)  1986  CODE.— The  term  "1986  Code" 
means  the  Internal  Revenue  Code  of  1986  as 
amended  6y  this  Act 

(3)  Bond.— The  term  "bond"  includes  any 
obligation. 

(4)  Advance  refund.— A  bond  shall  be 
treated  as  issued  to  advance  refund  of  an- 
other t>ond  if  it  is  issued  more  than  90  days 
before  the  redemption  of  the  refunded  bond. 

(5)  Net  proceeds.— The  term  "net  pro- 
ceeds" has  the  meaning  given  such  term  by 
section  150(a)  of  the  1986  Code. 

(61  Continued  appucation  or  the  iss4 
CODE.— Nothing  in  this  subtitU  shall  be  con- 
strued to  exempt  any  bond  from  any  provi- 
sion of  the  1954  Code  6»  reason  of  a  delay  in 
(or  exemption  from)  the  application  of  any 
amendment  made  by  subtitte  A. 

(7)   Treatment  as  exempt  PACiUTr.-Any 
bond  which  is  treated  as  an  exempt  facility 
bond  by  section  1316  or  1317  shall  not  fail  to 
be  so  treated  by  reason  of  subsection  (b)  of 
section  142  of  the  1986  Code. 
TITLE  XIV— TRUSTS  AND  ESTATES;  UN- 
EARNED INCOME  OF  CERTAIN  MINOR 
CHILDREN:  GIFT  AND  ESTATE  TAXES; 
GENERATION-SKIPPING        TRANSFER 
TAX 

SxjBTTTLE  A— Income  Taxation  of  Trusts  and 

Estates 
sec  imi.  gkantor  treated  as  holding  anv 

POWER  OR  INTEREST  OF  GRANTORS 
SPOVSR 

(a)  In  General.— Section  672  (relating  to 
definitions  and  rules)  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsec- 
tion: 

"(e)  Grantor  Treated  as  Holding  Any 
Power  or  Interest  of  Grantor's  Spouse.— 
For  purposes  of  this  subpart,  if  a  grantor's 
spouse  is  living  with  the  grantor  at  the  time 
of  the  creation  of  any  power  or  interest  held 
by  such  spouse,  the  grantor  shall  be  treated 
as  holding  such  power  or  interest " 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  with  respect 
to  transfers  in  trust  matte  after  March  1, 
1986. 

SEC  1492.  UmiTATtONS  TO  REVERSIONARr  INTER- 
EST RULE  EXCEPTIONS 

(a)  In  General.— Section  673  (relating  to 
reversioruiry  interest)  is  amended  to  read  as 
follows: 

'SEC.  STS.  REVERSIONARY  INTERESTS. 

"(a)  General  Rule.— The  grantor  shall  be 
treated  as  the  owner  of  any  portion  of  a 
trust  in  which  he  has  a  reversionary  interest 
in  either  the  corpus  or  the  income  therefrom, 
if ,  as  of  the  inception  of  that  portion  of  the 
trust,  the  v€Uue  of  such  interest  exceeds  5 
percent  of  the  value  of  such  portion. 

"(b)  Reversionary  Interest  Taking  Effect 
AT  Death  or  Minor  Lineal  Descendant  Bene- 
ficiary.—In  the  case  of  any  beneficiary 
who— 

"(1)  is  a  lineal  descendant  of  the  grantor, 
and 

"(2)  holds  all  of  the  present  interests  in 
any  portion  of  a  trust. 


the  grantor  shaU  not  be  treated  under  sub- 
section (a)  as  the  owner  of  such  portion 
sotely  by  reason  of  a  reversionary  interest  in 
such  portion  which  takes  effect  upon  the 
death  of  such  beneficiary  before  such  benefi- 
ciary attains  age  21. " 

(b)  Conforming  Amendments.— 

(1)  Paragraph  (2)  of  section  674(b)  (relat- 
ing to  exceptions  for  certain  powers)  is 
amended— 

(A)  by  striking  out  "the  exjHration  of  a 
period"  and  inserting  in  lieu  thereof  "the  oc- 
currence of  an  event", 

(B)  by  striking  out  "the  expiration  of  the 
period"  and  inserting  in  lieu  thereof  "the  oc- 
currence of  the  event",  and 

(C)  by  striking  out  "expiration  or  ib-year 
PERIOD"  in  the  heading  thereof  and  inserting 
in  lieu  thereof  "occurrence  or  event". 

(2)  Subsection  (b)  of  section  676  (relating 
to  power  to  revoke)  is  amended— 

(A)  by  striking  out  "the  expiration  of  a 
period"  and  inserting  in  lieu  thereof  "the  oc- 
currence of  an  event ", 

(B)  by  striking  out  "the  expiration  of  such 
period"  and  inserting  in  lieu  thereof  "the  oc- 
currence of  such  event",  and 

(C)  by  striking  out  "Expiration  or  10-Year 
Period"  in  the  heading  thereof  and  insert- 
ing in  lieu  thereof  "Occurrence  or  Event". 

(3)  Subsection  (a)  of  section  677  (relating 
to  income  for  benefit  of  grantor)  is  amend- 
ed- 

(A)  by  striking  out  "the  expiration  of  a 
period"  and  inserting  in  lieu  thereof  "the  oc- 
currence of  an  event",  and 

(B)  by  striking  out  "the  expiration  of  the 
period"  and  inserting  in  lieu  thereof  "the  oc- 
currence of  the  event". 

(c)  ErrECTivE  Date.— 

(1)  In  general.— Except  as  provided  in 
paragraph  (2),  the  amendments  made  by 
this  section  shall  apply  with  respect  to 
transfers  in  trust  made  after  March  1,  1986. 

(2)  Transeers  pursuant  to  property  set- 
tlement AGREEMENT.-The  amendments 
made  Ity  this  section  shall  not  apply  to  any 
transfer  in  trust  made  after  March  1,  1986. 
pursuant  to  a  binding  property  settlement 
agreement  entered  into  on  or  before  March 
1.  1986.  which  required  the  taxpayer  to  es- 
tablish a  grantor  trust  and  for  the  transfer 
of  a  specified  sum  of  money  or  property  to 
the  trust  Ini  the  taxpayer.  This  paragraph 
shall  apply  only  to  the  extent  of  the  amount 
required  to  be  transferred  under  the  agree- 
ment described  in  the  preceding  sentence. 

SEC  NSS.  TAXABLE  YEAR  OF  TRVSTS  TO  BE  CALEN- 
DAR YEAR. 

(a)  In  General.— Subpart  A  of  part  I  of 
subchapter  J  of  chapter  1  (relating  to  gener- 
al rules  for  taxation  of  estates  and  trusts)  is 
amended  by  adding  at  the  end  thereof  the 
foUowing  new  section: 

'SEC.  us.  taxable  year  of  TRUSTS. 

"(a)  In  General.— For  purposes  of  this  sub- 
title, the  taxable  year  of  any  trust  shall  be 
the  calendar  year. 

"(b)  Exception  roR  Trusts  Exempt  From 
Tax  AMD  Charitable  Trusts.— Subsection  (a) 
shall  not  apply  to  a  trust  exempt  from  tax- 
ation under  section  501(a)  or  to  a  trust  de- 
scribed in  section  4947(a)(1)." 

(b)  Clerical  Amendment.— The  tabte  of  sec- 
tions of  subpart  A  of  part  I  of  subchapter  J 
of  chapter  1  is  amended  by  atiding  at  the 
end  thereof  the  following  new  item: 

"Sec  645.  TaxabU  year  of  trusts. " 

(c)  ErrscTTVE  Date;  TRANsmoN  Rule.— 

(1)  ErrECTtvE  DATE.—TJie  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31, 1986. 


UMI 
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(2)  TRANsmoN  RULE.— With  respect  to  any 
trust  beneficiary  who  is  required  to  include 
in  gross  income  amounts  under  sections 
6S2(a)  or  662(aJ  of  the  Internal  Revenue 
Code  of  1986  in  the  1st  taxable  year  of  the 
beneficiary  beginning  after  December  31, 
1986,  by  reason  of  any  short  taxable  year  of 
the  trust  required  by  the  amendments  made 
by  this  section,  such  income  shall  be  ratably 
included  in  the  income  of  the  trust  benefici- 
ary over  the  4-taxable  year  period  beginning 
with  such  taxal>le  year. 

SBC  1494.  TRUSTS  AND  CERTAIN  ESTATES  TO  MAKE 
ESTIMATED  PAYMENTS  OF  INCOME 
TAXES 

la)  In  GENERAL.~Subsection  <k)  of  section 
6654  (relating  to  failure  by  individual  to 
pay  estimated  income  tax)  is  amended  to 
read  as  follows: 

"(k)  Trusts  and  Certain  Estates.— TTiis 
section  shall  apply  to— 

"(1)  any  trust,  and 

"(2)  any  estate  unth  respect  to  any  taxable 
year  ending  2  or  more  years  after  the  date  of 
the  death  of  the  decedent's  death. " 

(b)  Certain  Payments  of  Estimated  Tax  by 
A  Trust.— Section  643  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsec- 
tion: 

"(g)  Certain  Payments  of  Estimated  Tax 
Treated  as  Paid  by  Beneficiary.— 

"(1)  In  GENERAU-In  the  case  of  a  trust— 

"(A)  the  trusUe  may  elect  to  treat  any  por- 
tion of  a  payment  of  estimated  tax  made  by 
such  trust  for  any  taxable  year  of  the  trust 
as  a  payment  made  by  a  beneficiary  of  such 
tnut, 

"(B)  any  amount  so  treated  shall  be  treat- 
ed as  paid  or  credited  to  the  beneficiary  on 
the  last  day  of  such  taxable  year,  and 

"(C)  for  purposes  of  subtitle  F,  the  amount 
so  treated— 

"(i)  shall  not  be  treated  as  a  payment  of 
estimated  tax  made  by  the  trust,  but 

"(ii)  shall  be  treated  as  a  payment  of  esti- 
mated tax  made  by  such  beneficiary  on  Jan- 
uary 15  following  the  taxable  year. 
The  preceding  sentence  shall  apply  only  to 
the  extent  the  payments  of  estimated  tax 
made  by  the  trust  for  the  taxable  year  exceed 
the  tax  imposed  by  this  chapter  shown  on  its 
return  for  the  taxable  year. 

"(2)  Time  for  making  election.— An  elec- 
tion under  paragraph  (1)  may  be  made— 

"(A)  only  on  the  trust's  return  of  the  tax 
imposed  by  this  chapter  for  the  taxable  year, 
and 

"(B)  only  if  such  return  is  filed  on  or 
before  the  6Sth  day  after  the  close  of  the  tax- 
able year. " 

(c)  Conforming  Amendments.— 

(1)  Section  6152  (relating  to  installment 
payments)  is  repealed. 

(2)  Section  6215(b)  (relating  to  cross  refer- 
ences) is  amended  by  striking  out  paragraph 
(7)  and  redesignating  paragraph  (8)  as  para- 
graph (7). 

(3)  Paragraph  (2)  of  section  6601  (relating 
to  last  date  prescribed  for  payment)  is 
amended— 

(A)  by  striking  out  "6152(a),  6156(a),  or 
6158(a)"  and  inserting  in  lieu  thereof 
"6156(a)  or  6158(a)",  and 

(B)  by  striking  out  "6152(b),  6156(b),  or 
6158(a)"  in  subparagraph  (A)  and  inserting 
in  lieu  thereof  "6156(b)  or  6158(a)". 

(4)  The  table  of  sections  for  subchapter  A 
of  chapter  62  is  amended  by  striking  out  the 
item  relating  to  section  6152. 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31, 1986. 


Subtitle  B— Unearned  Imemmie  of  Certaim  Mimr 
CUUrem 

SEC  NIL  UNEARNED  INCOME  OF  CERTAIN  MINOR 
CHILDREN. 

(a)  General  Rule.— Section  1,  as  amended 
by  section  101,  is  amended  by  inserting  after 
sut>section  (h)  the  following  new  subsection: 

"(i)  Certain  Unearned  Income  of  Minor 
Children  Taxed  as  if  Parent's  Income.— 

"(1)  In  aENERAL.—In  the  case  of  any  child 
to  whom  this  subsection  applies,  the  tax  im- 
posed by  this  section  shall  be  equal  to  the 
greater  of— 

"(A)  the  tax  imposed  by  this  section  with- 
out regard  to  this  subsection,  or 

"(B)  the  sum  of— 

"(i)  the  tax  which  uxjuld  be  imposed  by 
this  section  if  the  taxable  income  of  such 
child  for  the  taxable  year  were  reduced  by 
the  net  uTieamed  income  of  sueh  child,  plus 

"(ii)  such  child's  share  of  the  allocable  pa- 
rental tax. 

"(2)  Child  to  whom  subsection  applies.— 
This  subsection  shall  apply  to  any  child  for 
any  taxable  year  if— 

"(A)  such  child  has  not  attained  age  14 
before  the  close  of  the  taxable  year,  and 

"(B)  either  parent  of  such  child  is  alive  at 
the  close  of  the  taxable  year. 

"(3)  Allocable  parental  tax.— For  pur- 
poses of  this  subsection— 

"(A)  In  general.— The  term  'allocable  pa- 
rental tax'  means  the  excess  of— 

"(i)  the  tax  which  umuld  be  imjmsed  by 
this  section  on  the  parent's  taxable  income 
if  such  income  included  the  net  unearned 
income  of  all  children  of  the  parent  to  whom 
this  sul>section  applies,  over 

"(ii)  the  tax  imj>osed  by  this  section  on  the 
parent  toithout  regard  to  this  subsectum. 
For  purposes  of  clause  (i),  net  unearned 
income  of  all  children  of  the  parent  shall  not 
6c  taken  into  account  in  computing  any  de- 
duction or  credit  of  the  parent 

"(B)  Child's  share.— A  child's  share  of  any 
allocable  parental  tax  of  a  parent  shall  be 
equal  to  an  amount  which  bears  the  same 
ratio  to  the  total  allocable  parental  tax  as 
the  child's  net  unearned  income  bears  to  the 
aggregate  net  unearned  income  of  all  chil- 
dren of  such  parent  to  v^iom  this  subsection 
applies. 

"(4)  Net  unearned  income.— For  purposes 
of  this  subsection— 

"(A)  In  general.— The  term  'net  unearned 
income'  means  the  excess  of— 

"(i)  the  portion  of  the  gross  income  for  the 
taxable  year  which  is  not  earned  income  (as 
defined  in  section  911(d)(2)),  over 

"(ii)  the  sum  of— 

"(I)  the  amount  in  effect  for  the  taxable 
year  under  section  63(c)(5)(A)  (relating  to 
limitation  on  standard  deduction  in  the 
case  of  certain  dependents),  plus 

"(II)  the  greater  of  the  amount  described 
in  subclause  (I)  or,  if  the  child  itemizes  his 
deduction  for  the  taxable  year,  the  amount 
of  the  deductions  allowed  by  this  chapter  for 
the  taxable  year  which  are  directly  connect- 
ed with  the  production  of  the  portion  of 
gross  income  referred  to  in  clause  (i). 

"(B)  Limitation  based  on  taxable 
INCOME.— The  amount  of  the  net  unearned 
income  for  any  taxable  year  shall  not  exceed 
the  individual's  taxable  income  for  such  tax- 
able year. 
"(5)  Special  rules  for  determining  parent 

TO   WHOM  SUBSECTION  APPLIES.— For  pUTpOteS 

of  this  subsection,  the  parent  whose  taxable 
income  shall  be  taken  into  account  shall 
be— 

"(A)  in  the  case  of  parents  who  are  not 
married  (unthin  the  meaning  of  section 
7703),  the  custodial  parent  of  the  child,  and 


"(B)  in  the  case  of  married  individuals 
filing  separately,  the  individual  with  the 
greater  taxable  income. 

"(6)  Providing  of  parknt's  tin.— The 
parent  of  any  child  to  whom  this  subsection 
applies  for  any  taxable  year  shall  provide 
the  TIN  of  such  parent  to  such  child  and 
such  child  shall  include  such  TIN  on  the 
child's  return  of  tax  imposed  by  this  section 
for  such  taxable  year. " 

(b)  Disclosure  of  iNFORtuTtON.— Subpara- 
graph (A)  of  section  6103(e)(1)  (relating  to 
disclosure  to  persons  having  material  inter- 
est) is  amended  by  striking  out  "or"  at  the 
end  of  clause  (ii),  by  inserting  "or"  at  the 
end  of  clause  (Hi),  and  by  adding  at  the  end 
thereof  the  following  new  clause: 

"(iv)  the  child  of  that  individual  (or  such 
child's  legal  representative)  to  the  extent 
necessary  to  comply  with  the  provisions  of 
section  l(j);". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  l)eginning  after  December  31,  1986. 

SamOt  C—Gift  umd  Ettmtt  Tmxet 

SBC    NIL   INFORMATION  NECESSARY  FOR    VAUD 
SPBaAL  USB  VAUIA  TION  ELECTION. 

(a)  In  GENERAU-In  the  case  of  any  dece- 
dent dying  before  January  1,  1986,  if  the  ex- 
ecutor— 

(1)  made  an  election  under  section  2032A 
of  the  Internal  Revenue  Code  of  1954  on  the 
return  of  tax  imposed  by  section  2001  of 
such  Code  within  the  time  prescrH>ed  for 
filing  such  return  (including  extensions 
thereof),  and 

(2)  provided  substantially  all  the  informa- 
tion with  respect  to  such  election  required 
on  such  return  of  tax, 

such  election  shall  be  a  valid  election  for 
purposes  of  section  2032A  of  such  Code. 

(b)  Executor  Must  Provide  Informa- 
TtON.—An  election  described  in  subsection 
(a)  shall  not  be  valid  if  the  Secretary  of  the 
Treasury  or  his  ddegate  after  the  dale  of  the 
eruictment  of  this  Act  requests  information 
from  the  executor  with  respect  to  such  elec- 
tion and  the  executor  does  not  provide  such 
information  within  90  days  of  receipt  of 
such  request 

(c)  Effective  Date.— The  provisions  of  this 
section  shall  not  apply  to  the  estate  of  any 
decedent  if  before  the  date  of  the  enactment 
of  this  Act  the  statute  of  limitations  has  ex- 
pired with  respect  to— 

(1)  the  return  of  tax  imposed  by  section 
2001  of  the  Internal  Revenue  Code  of  1954, 
and 

(2)  the  period  duririg  which  a  claim  for 
credit  or  refund  may  be  timely  filed. 

(d)  Special  Rule  for  Certain  Estate.— 
Notwithstanding  subsection  (a)(2),  the  pro- 
visions of  this  section  shall  apply  to  the 
estate  of  an  individual  who  died  on  January 
30,  1984,  and  with  respect  to  which— 

(1)  a  Federal  estate  tax  return  was  filed  on 
October  30,  1984,  electing  current  use  valu- 
ation, and 

(2)  the  agreement  required  under  section 
2032A  was  filed  on  November  9,  1984. 

SBC  Nit  GIFT  Aim  BSTATB  TAX  DEDUCTIONS  FOR 
CERTAIN  CONSERVATION  EASEMENT 
DONATIONS. 

(a)  Estate  Tax.— Section  2055  (relating  to 
transfers  for  public  Otaritable,  and  reli- 
gious uses)  is  amended— 

(1)  by  redesignating  subsection  (f)  as  sub- 
section (g),  and 

(2)  by  inserting  after  subsection  (e)  the  fd- 
lowing  new  subsection: 

"(f)  SnciAL  Rule  for  Irrevocable  Trans- 
fers of  Easements  in  Real  Property.— A  de- 
duction shall  be  allowed  under  subsection 
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(a)  in  respect  oj  any  tramfer  of  a  Qualified 
real  property  interest  fas  defined  in  section 
170(hJ(2J(C))  which  meets  the  requirements 
of  section  170fh)  f without  regard  to  para- 
graph <4)(A)  thereof). " 

(b)  Girr  Tax.— Section  2S22  (relating  to 
charilalOe  and  similar  gifts)  is  amended  by 
redesignating  subsection  (d)  as  subsection 
(e)  and  by  inserting  after  subsection  (c)  the 
following  new  subsectiotL 

"(d)  SrecuL  Rule  for  Irrevocable  Trans- 
fers OF  Easements  in  Real  Property.— a  de- 
duction shall  be  allowed  under  sut>section 
(a)  in  respect  of  any  transfer  of  a  qualified 
real  property  interest  (as  defined  in  section 
170(h)(2)(C))  which  meets  the  requirements 
of  section  170(h)  (without  regard  to  para- 
graph (4)(A)  thereof). " 

(c)  Conforming  Amendment.— Subpara- 
graph (F)(ii)  of  section  2106(a)(2)  U  amend- 
ed by  striking  out  "section  20SS(f)"  and  in- 
serting in  lieu  thereof  "section  20SS(g)". 

(d)  Special  Donations.— If  the  Secretary  of 
the  Interior  acquires  by  donation  ajter  De- 
cember 31,  1986,  a  conservation  easement 
(within  the  meaning  of  section  2(h)  of  S. 
720,  99th  Congress,  1st  Session,  as  in  effect 
on  August  16,  1986),  such  donation  shall 
qualify  for  treatment  under  section  20SS(f) 
or  2S22(d)  of  the  Internal  Revenue  Code  of 
19S4,  as  added  by  this  sectioTL 

(e)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  transfers 
and  contributions  made  after  December  31, 
1986. 

ssc  nix  cosvbyancb  of  certain  real  asd  per- 
sonal PROPERTY  OF  DECEDEST  TO 

charitable  fovndation  treated 
AS  charitable  contribltion. 
Notwithstanding  any  other  law  or  any 
rule  of  law  (including  res  judicata,  laches, 
or  lapse  of  time),  in  the  case  of  any  real 
property  or  personal  property  located  in 
Bangkok,  Thailand,  which— 

(1)  was  owned  by  James  H.W.  Thompson 
at  the  time  of  his  death  and 

(2)  has  been  transferred  to  the  Jim  Thomp- 
son Foundation  (also  known  as  the  J. H.W. 
Thompson  Foundation),  a  charitable  foun- 
dation established  in  Thailand  for  the  pur- 
pose of  operating  a  museum  consisting  of 
such  real  and  personal  property, 

such  property  shall  be  treated,  for  purposes 
Of  section  2055  of  the  Internal  Revenue  Code 
of  1954  (relating  to  deductions  for  transfers 
for  public  charitable,  and  religious  uses),  as 
having  been  transferred  as  a  bequest  or  a 
devise  direcUy  from  the  estate  of  James 
H.  W.  Thompson  to  the  Jim  Thompson  Foun- 
dation and  the  value  of  such  property  in- 
cluded in  the  gross  estate  shall  be  deducted 
from  the  gross  estate  of  James  H.  W.  Thomp- 
son for  purposes  of  the  tax  imposed  by  sec- 
tion 2001  of  such  Code. 
Subtitle  D—Generation-Skippino  Transfers 

SBC    I4SL    NEW    TAX    ON    GENERATION-SKirPISG 
TRANSFERS. 

(a)  General  Rule.— Chapter  13  (relating  to 
tax  on  certain  generation-skipping  trans- 
fers) is  amended  to  read  as  follows: 

"•CBAFTER  13— TAX  ON  GENERATION- 
SKIPPING  TRANSFERS 
"Subchapter  A.  Tax  imposed. 

"Subchapter  B.  Generation-skipping  trans- 
fers. 

"Subchapter  C.  Taxable  amount 

"Subchapter  D.  GST  exemption. 

"Subchapter  E.  Appticabie  rate;  inclusion 
ratio 

"Subchapter  F.  Other  definitions  and  spe- 
cialrules. 

"Subchapter  G.  Administration. 


"Subchapter  A— Tax  Impoted 
"Sec.  2601.  Tax  imposed. 
"Sec.  2602.  Amount  of  tax. 
"Sec.  2603.  Liability  for  tax. 
"Sec.  2604.  Credit  for  certain  State  taxes. 

SBC.  2ttl.  TAX  IMPOSED. 

"A  tax  is  hereby  imposed  on  every  genera- 
tion-skipping transfer  (within  the  meaning 
of  subchapter  B). 

"SEC.  Ztn.  AMOVNT  OF  TAX. 

"The  amount  of  the  tax  imposed  by  section 
2601  is— 

"(1)  the  taxable  amount  (determined 
under  subchapter  C),  multiplied  by 

"(2)  the  applicable  rate  (determined  under 
subchapter  E). 

"SEC.  tttl  UABILITY  for  TAX. 

"(a)  Personal  Liability.— 

"(I)  Taxable  distributions.— In  the  case  of 
a  taxable  distribution,  the  tax  imposed  by 
section  2601  shall  be  paid  by  the  transferee. 

"(2)  Taxable  termination.— In  the  case  of  a 
taxable  termination  or  a  direct  skip  from  a 
trust,  the  tax  shall  be  paid  by  the  trustee. 

"(3)  Direct  skip. -In  the  case  of  a  direct 
skip  (other  than  a  direct  skip  from  a  trust), 
the  tax  shall  be  paid  by  the  transferor. 

"(b)  Source  of  Tax.— Unless  otherwise  di- 
rected pursuant  to  the  governing  instrument 
by  specific  reference  to  the  tax  imposed  by 
this  chapter,  the  tax  imposed  by  this  chapter 
on  a  generation-skipping  transfer  shall  be 
charged  to  the  property  constituting  such 
transfer. 

"(c)  Cross  Reference.— 

"For  proviiioiu  making  eitate  and  gift  tax  provi- 
sions with  respect  to  transferee  liability,  liens,  and 
related  mattert  applicable  to  the  tax  impoted  by 
section  2S0I,  $ee  section  2661. 
"SEC  H04.  CREDIT  FOR  CERTAIN  STATE  TAXES 

"(a)  General  Rule.— If  a  generation-skip- 
ping transfer  (other  than  a  direct  skip) 
occurs  at  the  same  time  as  and  as  a  result  of 
the  death  of  an  individual,  a  credit  against 
the  tax  imposed  by  section  2601  shall  be  al- 
lowed in  an  amount  equal  to  the  generation- 
skipping  transfer  tax  actually  paid  to  any 
State  in  respect  to  any  property  included  in 
the  generation-skipping  transfer. 

"(b)  Limitation.— The  aggregate  amount 
allowed  as  a  credit  under  this  section  with 
respect  to  any  transfer  shall  not  exceed  5 
percent  of  the  amount  of  the  tax  imposed  by 
section  2601  on  such  transfer. 

"Subchapter  B— Generation-Skipping  Transfers 
"Sec.  2611.  (Jreneration-skipping  transfer  de- 
fined. 
"Sec.  2612.  Taxable  termination;  taxable  dis- 
tribution; direct  skip. 
"Sec  2613.  Skip  person  and  non-skip  person 
defined. 

"SEC.   2$U.    GENERATION-SKIPPING  TRANSFER  DE- 
FINED. 

"(a)  In  General.— For  purposes  of  this 
chapter,  the  term  'generation-skipping 
transfers'  mean— 

"(1)  a  taxable  distribution, 

"(2)  a  taxable  termination,  and 

"(3)  a  direct  skip. 

"(b)  Certain  Transfers  Excluded.— The 
term  'generation-skipping  transfer'  does  not 
include— 

"(1)  any  transfer  (other  than  a  direct  skip) 
from  a  trust,  to  the  extent  such  transfer  is 
subject  to  a  tax  imposed  by  chapter  11  or  12 
with  respect  to  a  person  in  the  1st  genera- 
lion  below  that  of  the  grantor,  and 

"(2)  any  transfer  which,  if  made  inter 
vivos  by  an  individual,  umuld  not  be  treated 
as  a  taxable  gift  by  reason  of  section  2503(e) 
(relating  to  exclusion  of  certain  transfers  for 
educational  or  medical  expenses),  and 
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"(3)  any  transfer  to  the  extent— 
"(A)  the  property  transferred  was  subject 
to  a  prior  tax  imposed  under  this  chapter, 

"(B)  the  transferee  in  the  prior  transfer 
was  assigned  to  the  same  generation  as  (or  a 
lower  generation  than)  the  generation  as- 
signment of  the  transferee  in  this  transfer, 
and 

"(C)  such  transfers  do  not  have  the  effect 
of  avoiding  tax  under  this  chapter  with  re- 
spect to  any  transfer. 

"SEC  2Slt  taxable  TERMINATION;  TAXABLE  DIS- 
TRIBVTION;  DIRECT  SKIP. 

"(a)  Taxable  Termination.— 

"(1)  General  rule.— For  purposes  of  this 
chapter,  the  term  'taxable  termination' 
means  the  termination  (by  death,  lapse  of 
time,  release  of  power,  or  otherwise)  of  an 
interest  in  property  held  in  a  trust  unless— 

"(A)  immediately  after  such  terminatioju 
a  non-skip  person  has  an  interest  in  such 
property,  or 

"(B)  at  no  time  after  such  termination 
may  a  distribution  (including  distributions 
on  termination)  be  made  from  such  trust  to 
a  skip  person. 

"(2)  Certain  partial  terminations  treated 
AS  TAXABLE.— If  upon  the  termination  of  an 
interest  in  property  held  in  a  trust,  a  speci- 
fied portion  of  the  trust  assets  are  distribut- 
ed to  skip  persons  who  are  lineal  descend- 
ants of  the  holder  of  such  interest  (or  to  1  or 
more  trusts  for  the  exclusive  benefit  of  such 
persons),  such  termination  shall  constitute 
a  taxable  termination  with  respect  to  such 
portion  of  the  trust  property. 

"(b)  Taxable  Distribution.— For  purposes 
of  this  chapter,  the  term  'taxable  distribu- 
tion' means  any  distribution  from  a  trust  to 
a  skip  person  (other  than  a  taxable  termina- 
tion or  a  direct  skip). 

"(c)  Direct  Skip.— For  purposes  of  this 
chapter— 

"(1)  In  general.— The  term  'direct  skip' 
means  a  transfer  subject  to  a  tax  imposed  try 
chapter  11  or  12  of  an  interest  in  property  to 
a  skip  person. 

"(2)  Special  rule  for  transfers  to  grand- 
CHILDREN.— For  purposes  of  determining 
whether  any  transfer  is  a  direct  skip,  if— 

"(A)  an  individtuU  is  a  grandchild  of  the 
transferor  (or  the  transferor's  spouse  or 
former  spouse),  and 

"(B)  as  of  the  time  of  the  transfer,  the 
parent  of  such  individual  who  is  a  lineal  de- 
scendant of  the  transferor  (or  the  transfer- 
or's spouse  or  former  spouse)  is  dead, 
such  individual  shall  be  treated  as  if  such 
individual  were  a  child  of  the  transferor  and 
all  of  that  grandchild's  children  shall  be 
treated  as  if  they  were  grandchildren  of  the 
transferor.  In  the  case  of  lineal  descendants 
below  a  grandchild,  the  preceding  sentence 
may  be  reapplied. 

"SEC  2tl3.  SKIP  PERSON  AND  NON-SKIP  PERSON  DE- 
FINED. 

"(a)  Skip  Person.— For  purposes  of  this 
chapter,  the  term  'skip  person '  means— 

"(1)  a  person  assigned  to  a  generation 
which  is  2  or  more  generations  below  the 
generation  assignment  of  the  transferor,  or 

"(2)  a  trust— 

"(A)  if  all  interests  in  such  trust  are  held 
by  skip  persons,  or 

"(B)  if- 

"(i)  there  is  no  person  holding  an  interest 
in  such  trust  and 

"(ii)  at  no  time  after  such  transfer  may  a 
distribution  (including  distributions  on  ter- 
mination) be  made  from  such  trust  to  a 
nonskip  person. 
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"(b)  Non-Skip  PEKSON.—For  purposes  of 
this  chapter,  the  term  'non-skip  person' 
means  any  person  who  is  not  a  skip  person. 

"Subchapter  C— Taxable  Amount 
"Sec.  2621.  Taxable  amount  in  case  of  tax- 
able distributioru 
"Sec.  2622.  Taxable  amount  in  case  of  tax- 
able termination. 
"Sec.  2623.  Taxable  amount  in  case  of  direct 

skip. 
"Sec.  2624.  Valuation. 

"SEC.  Mil.  TAXABLE  AMOUNT  IN  CASE  OF  TAXABLE 
DISTRIBUTION. 

"(a)  In  General.— For  purposes  of  this 
chapter,  the  taxable  amount  in  the  case  of 
any  taxable  distribution  shall  6e— 

"(1)  the  value  of  the  property  received  by 
the  transferee,  reduced  by 

"(2)  any  expense  incurred  by  the  transferee 
in  connection  unth  the  determination,  col- 
lection, or  refund  of  the  tax  imposed  by  this 
chapter  xoith  respect  to  stich  distribution. 

"(b)  Payment  of  GST  Tax  Treated  as  Tax- 
able Distribution.— For  purposes  of  this 
chapter,  if  any  of  the  tax  imposed  by  this 
chapter  unth  respect  to  any  taxable  distribu- 
tion is  paid  out  of  the  trust,  an  amount 
equal  to  the  portion  so  paid  shall  be  treated 
as  a  taxable  distribution. 

"SEC  iS2i.  TAXABLE  AMOUNT  IN  CASE  OF  TAXABLE 
TERMINATION. 

"(a)  In  General.— For  purposes  of  this 
chapter,  the  taxable  amount  in  the  case  of  a 
tajcable  termination  shall  be— 

"(1)  the  value  of  all  property  unth  respect 
to  which  the  taxable  termination  has  oc- 
curred, reduced  by 

"(2)  any  deduction  allowed  under  subsec- 
tion (b). 

"(b)  Deduction  for  Certain  Expenses.— 
For  purposes  of  subsection  (a),  there  shcUl  be 
allowed  a  deduction  similar  to  the  deduc- 
tion alloioed  by  section  2053  (relating  to  ex- 
penses, indebtedness,  and  taxes)  for 
amounts  attributable  to  the  property  unth 
respect  to  which  the  taxable  termination  has 
occurred. 

"SEC.  K2i.  TAXABLE  AMOUNT  IN  CASE  OF  DIRECT 
SKIP. 

"For  purposes  of  this  chapter,  the  taxable 
amount  in  the  case  of  a  direct  skip  shall  be 
the  value  of  the  property  received  by  the 
transferee. 

"SEC.  ZS14.  VALUATION. 

"(a)  General  Rule.— Except  as  otherwise 
provided  in  this  chapter,  property  shall  be 
valued  as  of  the  time  of  the  generation-skip- 
ping transfer. 

"(b)  Alternate  Valuation  and  Special  Use 
Valuation  Elections  Apply  To  Certain 
Direct  Skips.— In  the  case  of  any  direct  skip 
of  property  which  is  included  in  the  trans- 
feror's gross  estate,  the  value  of  such  proper- 
ty for  purposes  of  this  chapter  shall  be  the 
same  as  its  value  for  purposes  of  chapter  11 
(determined  with  regard  to  sections  2032 
and  2032A). 

"(c)  Alternate  Valuation  Election  Per- 
mitted IN  the  Case  of  Taxable  Terminations 
OccuRRiNO  AT  DEATH.— If  1  Or  morc  taxable 
terminations  unth  respect  to  the  same  trust 
occur  at  the  same  time  as  and  as  a  result  of 
the  death  of  on  individual,  an  election  may 
be  made  to  value  all  of  the  property  included 
in  such  terminations  in  accordance  with 
section  2032. 

"(d)  Reduction  for  Consideration  Pro- 
vided BY  Transferee.— For  purposes  of  this 
chapter,  the  value  of  the  property  trans- 
ferred shall  be  reduced  by  the  amount  of  any 
consideration  provided  by  the  transferee. 

"Smbehmfter  D—GST  Exemftion 
"Sec  2631.  GST  exemption. 


"Sec.  2632.  Special  rules  for  allocation  of 
GST  exemptioTL 

"SEC.  i$iL  GST  EXEMPTION. 

"(a)  General  Rule.— For  purposes  of  deter- 
mining the  inclusion  ratio,  every  individual 
shall  be  allowed  a  GST  exemption  of 
$1,000,000  which  may  6c  allocated  by  such 
individual  (or  his  executor)  to  any  property 
with  respect  to  which  such  individual  is  the 
transferor. 

"(b)  Allocations  Irrevocable.— Any  allo- 
cation under  subsection  (a),  once  made, 
shall  be  irrevocable. 

"SEC.  H32.  SPECIAL  RULES  FOR  AUOCATION  OF  GST 
EXEMPTION. 

"(a)  Time  AND  Manner  of  Allocation.— 
"(1)  Time.— Any  allocation  by  an  individ- 
ual of  his  GST  exemption  under  section 
2631(a)  may  be  made  at  any  time  on  or 
before  the  date  prescrH>ed  for  filing  the 
estate  tax  return  for  sxtch  individual's  estate 
(determined  with  regard  to  extensions),  re- 
gardless of  whether  such  a  return  is  required 
to  be  filed. 

"(2)  Manner.— The  Secretary  shall  pre- 
scribe by  forms  or  regulations  the  manner  in 
which  any  allocation  referred  to  in  para- 
graph (1)  is  to  be  made. 

"(b)  Deemed  Allocation  to  Certain  Life- 
time Direct  Skips.— 

"(1)  In  general.— If  any  individiuU  makes 
a  direct  skip  during  his  lifetime,  any  unused 
portion  of  such  individual's  GST  exemption 
shall  be  allocated  to  the  property  transferred 
to  the  extent  necessary  to  make  the  inclu- 
sion ratio  for  such  property  zero.  If  the 
amount  of  the  direct  skip  exceeds  such 
unused  portion,  the  entire  unused  portion 
shall  be  allocated  to  the  property  trans- 
ferred. 

"(2)  Unused  portion.— For  purposes  of 
paragraph  (1),  the  unused  portion  of  an  in- 
dividuM's  GST  exemption  is  that  portion  of 
such  exemption  which  has  not  previously 
been  allocated  by  such  individual  (or  treat- 
ed as  allocated  under  paragraph  (1))  with 
respect  to  a  prior  direct  skip. 

"(3)  Subsection  not  to  apply  in  certain 
CASES.— An  individual  may  elect  to  have  this 
subsection  not  apply  to  a  transfer. 

"(c)  Allocation  of  Unused  GST  Exemp- 
tion.— 

"(1)  In  general.— Any  portion  of  an  indi- 
vidual's GST  exemption  which  has  not  been 
allocated  within  the  time  prescribed  by  sub- 
section (a)  shall  be  deemed  to  be  allocated  as 
follows— 

"(A)  first,  to  property  which  is  the  subject 
of  a  direct  skip  occurring  at  such  individ- 
lial's  death,  and 

"(B)  second,  to  trusts  unth  respect  to 
which  such  individual  is  the  transferor  and 
from  u>hich  a  taxable  distribution  or  a  tax- 
able termination  might  occur  at  or  after 
such  individual's  death, 
"(2)  Allocation  wrmiN  categories.- 
"(A)  In  general.— The  allocation  under 
paragraph  (1)  shall  be  made  among  the 
properties  described  in  subparagraph  (A) 
thereof  and  the  trusts  described  in  subpara- 
graph (B)  thereof  as  the  case  may  be,  in  pro- 
portion to  the  resi-ective  amounts  (at  the 
time  of  allocation)  of  the  nonexempt  por- 
tions of  such  properties  or  trusts. 

"(B)  Nonexempt  portion.— For  purposes  of 
subparagraph  (A),  the  term  'nonexempt  por- 
tion' means  the  value  (at  the  time  of  alloca- 
tion) of  the  property  or  trust,  multiplied  by 
the  incltision  ratio  unth  respect  to  such 
property  or  trust 

"SubehopUr  E—AppUeabU  Rate;  Ineliuiom  Ratio 
"Sec  2641.  Applicable  rate. 
"Sec  2642.  Inclusion  ratio. 


"SEC.  2UL  APPUCABLE  RATE 

"(a)  General  Rule.— For  purposes  of  this 
chapter,  the  term  'applicable  rate'  means, 
VDith  respect  to  onv  generation-skipping 
transfer,  the  product  of— 

"(1)  the  maximum  Federal  estate  tax  rate, 
and 

"(2)  the  inclusion  ratio  with  respect  to  the 
transfer. 

"(b)  Maximum  Federal  Estate  Tax  Rate.— 
For  purposes  of  subsection  (a),  the  term 
'maximum  Federal  estate  tax  rate'  means 
the  maximum  rate  imposed  try  section  2001 
on  the  estates  of  decedents  dying  at  the  time 
of  the  taxable  distribution,  taxable  termina- 
tion, or  direct  skip,  as  the  case  may  be. 

"SEC.  2«4t  INCLUSION  RATIO. 

"(a)  Inclusion  Ratio  Defined.— For  pur- 
poses of  this  chapter— 

"(1)  In  general.— Except  as  otherwise  pro- 
vided in  this  section,  the  inclusion  ratio 
with  respect  to  any  property  transferred  in  a 
generation- skipping  transfer  shall  be  the 
excess  (if  any)  of  1  over— 

"(A)  except  as  provided  in  subparagraph 
(B),  the  applicable  fraction  determined  for 
the  trust  from  which  such  transfer  is  made, 
or 

"(B)  in  the  case  of  a  direct  skip,  the  appli- 
cable fraction  determined  for  such  skip. 

"(2)  APPUCABLE  fraction.— For  purposes  of 
paragraph  (1),  the  applicable  fraction  is  a 
fraction— 

"(A)  the  numerator  of  which  is  the  amount 
of  the  GST  exemption  allocated  to  the  trust 
(or  in  the  case  of  a  direct  skip,  allocated  to 
the  property  transferred  in  such  skip),  and 

"(B)  the  denominator  of  which  is— 

"(i)  the  value  of  the  property  transferred 
to  the  trust  (or  involved  in  the  direct  skip), 
reduced  by 

"(ii)  the  sum  of— 

"(I)  any  Federal  estate  tax  or  State  death 
tax  actually  recovered  from  the  trust  attrilh 
utable  to  such  property,  and 

"(II)  any  charitable  deduction  aUoroed 
under  section  2055  or  2522  with  respect  to 
such  property. 

Except  as  provided  in  paragraphs  (31  and 
(4)  of  subsection  (b),  the  value  determined 
under  subparagraph  (BXil  shall  be  of  the 
property  as  of  the  time  of  the  transfer  to  the 
trust  (or  the  direct  skip). 

"(b)  Valuation  Rules,  Etc.— 

"(1)  Gifts  for  which  gift  tax  return  filed 
OR  deemed  allocation  made.— If  the  alloca- 
tion of  the  GST  exemption  to  any  property 
is  made  on  a  timely  filed  gift  tax  return  re- 
quired by  section  6019  or  is  deemed  to  be 
made  under  section  2632(b)(1)— 

"(A)  the  value  of  such  property  for  pur- 
poses of  subsection  (a)  shall  be  its  value  for 
purposes  of  chapter  12,  and 

"(B)  such  allocation  shall  be  effective  on 
and  after  the  date  of  such  transfer 

"(2)  Transfers  and  allocations  at  or 
after  death.— 

"(A)  Transfers  at  death.— If  property  is 
transferred  as  a  result  of  the  death  of  the 
transferor,  the  value  of  such  property  for 
purposes  of  subsection  (a)  stiall  be  its  value 
for  purposes  of  chapter  11. 

"(B)  Allocations  at  or  after  death  of 
transferor.— Any  allocation  at  or  after  the 
death  of  the  transferor  shall  be  effective  on 
and  after  the  dale  of  the  death  of  the  traiis- 
feror. 

"(3)  Inter  vivos  allocations  not  made  on 
TIMELY  FILED  GIFT  TAX  RETURN.— If  any  alloca- 
tion of  the  GST  exemption  to  any  property 
is  made  dunng  the  life  of  the  transferor  but 
is  not  made  on  a  timely  filed  gift  tax  return 
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reouirtd  by  section  6019  and  U  not  deemed 
to  be  made  under  lection  2632(bJ(lJ— 

"(A)  the  valyg  of  tueh  property  for  pur- 
potet  of  svbtection  la)  thaU  be  determined 
a*  of  the  time  such  aUocation  ia  filed  with 
the  Secretary,  and 

"(B)  such  allocation  shall  be  effective  on 
and  after  the  date  on  rohUJi  such  allocation 
UfUed  with  the  Secretary. 

"(4)  QTIP  TRUSTS.— If  the  value  of  property 
ia  included  in  the  estate  of  a  spouse  by 
virtue  of  section  2044,  and  if  such  spouse  is 
treated  as  the  transferor  of  such  property 
under  section  2SS2(a),  the  value  of  such 
property  for  purposes  of  subsection  (a)  shall 
be  iU  value  for  purposes  of  chapter  11  in  the 
estate  of  such  spouse. 

"(c)  TxEATsaifT  or  CatTAiN  Nimtaxablk 
Gifts.— 

"(1)  DiBMCT  SEiPS.—In  the  case  of  any 
direct  skip  which  is  a  nontaxable  gift,  the 
inausion  ratio  shaU  be  zero. 

"(2)  Trmatmeitt  or  MoimjuaiM  aars  made 

TD  TtiUSTS. — 

"(A)  In  QEMEitAU— Except  as  provided  in 
subparoffraph  (B).  any  nontaxable  gift 
which  is  not  a  direct  skip  and  which  is 
made  to  a  trust  shaU  not  be  taken  into  ac- 
count under  subsection  (a)(2)(B). 

"(B)  DmBmnunoM  or  ist  nuMsnx  n> 
THOST.—In  the  cote  of  any  nontaxable  gift 
referred  to  in  sultparagraph  (A)  which  U  the 
1st  transfer  to  the  trust,  the  inclusion  ratio 
for  stuA  trust  shaB  be  sera. 

"(3)  NoimxABL*  anr.-For  purposes  of 
this  section,  the  term  'nontaxable  gift' 
means  any  transfer  of  property  to  the  extent 
tuiA  transfer  ia  not  treated  as  a  taxable  gift 
by  reason  of— 

"(A)  section  2503(b)  (taking  into  account 
the  application  of  section  2513),  or 

"(B)  section  2503(e). 

"(d)  SrtctAL  Rules  Where  More  TatM  1 
Tramstkk  Made  To  Trust.- 

"(1)  In  QENERAL.—If  a  transfer  of  property 
(other  than  a  nontaxable  gift)  is  made  to  a 
trust  in  existence  before  such  transfer,  the 
applicable  fraction  for  such  trust  shall  be  re- 
computed aa  of  the  time  of  such  transfer  in 
the  manner  provided  in  paragraph  (2). 

"(2)  Applicable  nucrnoN.-In  the  case  of 
any  such  transfer,  the  recomputed  applica- 
ble fixation  is  a  fraction— 

"(A)  the  numerator  of  which  is  the  sum 
Qf- 

"(i)  the  amount  of  the  GST  exemption  al- 
located to  property  involved  in  such  trans- 
fer, plus 

"(ii)  the  nontax  portion  of  sudi  trust  im- 
mediatay  before  such  transfer,  and 

"(B)  the  denominator  of  whiOi  is  the  sum 
Of- 

"(i)  the  value  of  the  property  involved  in 
suOi  transfer,  reduced  by  any  chaHtaNe  de- 
duction allowed  under  section  2055  or  2522 
with  respect  to  such  property,  and 

"(ii)  the  value  of  all  of  the  property  in  the 
trust  (immediatOy  before  suOi  transfer). 

"(3)  NOKTAX  POK7TON.—For  purposes  of 
paragraph  (2),  the  term  'nontax  portion' 
wteans  the  product  of— 

"(A)  the  value  of  aU  of  the  property  in  the 
trust,  and 

"(B)  the  applicahle  fraction  in  effect  for 
auOi  trust 

"(4)  lUiniAR  REcoMPanmii  m  case  or  cer- 
tain LATE  ALLOCATKUB.—lf— 

"(A)  any  aOocaiion  of  the  GST  exemption 
to  propel  ty  transferred  to  a  trust  is  not 
made  on  a  HmHy  fUed  gift  tax  return  re- 
quired by  section  SOli.  and 

"(B)  there  waa  a  previous  allocation  with 
respect  to  propeity  transferred  to  «ncft  trust, 
the  appUeable  fraction  for  such  trust  shaU 
be  recomputed  as  of  the  time  of  suOt  aUocor 
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tion  under  rules  similar  to  the  rules  of  para- 
graph (2). 

"Sutekapter  F—Otlur  DetUOtimi*  und  Special 
Rules 
"Sec  2651.  Generation  assignment 
"Sec  2652.  Other  definitions. 
"Sec  2653.  Taxation  of  multiple  skips. 
"Sec  2654.  Special  rules. 

"SSC  ttSI.  GBSEKA  TIOS  ASS/GNMENT. 

"(a)  In  General.— For  purposes  of  this 
chapter,  the  generation  to  which  any  person 
(other  than  the  transferor)  belongs  shall  be 
determined  in  accordance  with  the  rules  set 
forth  in  this  section. 

"(b)  Lineal  DESCEf/DA/trs.— 

"(1)  In  OENERAL.—An  individual  who  is  a 
lineal  descendant  of  a  grandparent  of  the 
transferor  shall  be  assigjied  to  that  genera- 
tion which  results  from  comparing  the 
numtter  of  generations  between  the  grand- 
parent and  such  individual  with  Uie  number 
of  generations  between  the  grandparent  and 
the  transferor. 

"(2)  On  spouse's  side.— An  individual  who 
is  a  lineal  descendant  of  a  grandparent  of  a 
spouse  of  the  transferor  (other  than  such 
spouae)  shall  be  assigned  to  that  generation 
which  results  from  comparing  the  number  of 
generations  between  such  grandparent  and 
such  individual  with  the  number  of  genera- 
tions between  such  grandparent  and  such 
spouse. 

"(3)  Treatment  or  legal  adoptions,  etc.— 
For  purposes  of  this  subsection— 

"(A)  Legal  adoptions.— A  relationship  by 
legal  adoption  shall  be  treated  as  a  relation- 
ship by  blood. 

"(B)  Relationships  by  halp-blood.-A  rela- 
tionship by  the  half-blood  shall  be  treated  as 
a  rdation^ip  of  the  whole-blood. 

"(c)  Marttal  Relationship.— 

"(1)  Marriage  to  TRANsrEROR.—An  indi- 
vidual who  has  been  married  at  any  time  to 
the  transferor  shall  be  assigned  to  the  trans- 
feror's generation. 

"(2)  Marriage  to  other  uneal  descend- 
AMTS.—An  individual  who  has  been  married 
at  any  time  to  an  individual  described  in 
subsection  (b)  shall  be  assigned  to  the  gen- 
eration of  the  individual  so  described. 

"(d)  Persons  Who  Are  Not  Uneal  De- 
scendants.—An  indiindual  who  is  not  as- 
signed to  a  generation  by  reason  of  ttie  fore- 
going provisions  of  this  section  shall  be  as- 
signed to  a  generation  on  the  basis  of  the 
date  of  such  individual's  birth  with— 

"(1)  an  individual  bom  not  more  than  12V, 
years  after  the  date  of  the  birth  of  the  trans- 
feror assigned  to  the  transferor's  generation, 

"(2)  an  individual  bom  more  than  12¥, 
years  but  not  more  than  37V,  years  after  the 
date  of  the  birth  of  the  transferor  assigned  to 
the  first  generation  younger  t/ian  the  trans- 
feror, and 

"(3)  similar  rules  for  a  new  g«n«ra^ton 
every  25  years. 

"(e)  Other  Special  Rules.— 

"(1)  Individuals  assigned  to  more  than  i 
oeneratjon.— Except  as  provided  in  regula- 
tions, an  individual  who,  but  for  this  sulh 
section,  would  be  assigned  to  more  than  1 
generation  shall  be  assigned  to  the  youngest 
such  generation. 

"(2)  Interests  through  ENTmEs.— Except 
aa  provided  in  paragraph  (3),  if  an  estate, 
trust,  partnership,  corporation,  or  other 
entity  has  an  interest  in  property,  each  indi- 
vidual having  a  beneficial  interest  in  such 
entity  shall  be  treated  as  having  an  interest 
in  sncA  property  and  shall  be  assigned  to  a 
generation  under  the  foregoing  provisions  of 
this  subsection. 

"(3)  Treatment  or  certain  charttable  or- 
aAmzATiONS.—Any  organization  described  in 
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section  511(a)(2)  and  any  charitable  trust 
described  in  section  511(b)(2)  shall  be  as- 
signed to  the  transferor's  generation. 

-SEC.  I$Sl  other  DEFINmOffS. 

"(a)  Transferor.— For  purposes  of  this 
chapter— 

"ID  In  GENERAL.— Except  as  provided  in 
this  subsection  or  section  2653(a),  the  term 
'transferor'  means— 

"I A)  in  the  case  of  a  transfer  of  a  kind  sub- 
ject to  the  tax  imposed  by  chapter  11,  the  de- 
cedent, and 

"(B)  in  the  case  of  a  transfer  of  a  kind  sub- 
ject to  the  tax  imposed  by  chapter  12,  the 
donor. 

"12)  GlFT-SPUTTlNG  BY  MARRIED  COUPLES.— 

If,  under  section  2513,  one-half  of  a  gift  is 
treated  as  made  by  an  individual  and  one- 
half  of  such  gift  is  treated  as  made  by  the 
spoxise  of  such  individual,  such  gift  shall  be 
so  treated  for  purposes  of  this  chapter. 

"13)  Special  election  for  quautied  termi- 
nable INTEREST  PROPERTY.— In  the  Case  of— 

"(A)  any  property  with  respect  to  which  a 
deduction  is  allowed  to  the  decedent  under 
section  2056  by  reason  of  subsection  Ib)l7) 
thereof,  and 

"(B)  any  property  with  respect  to  which  a 
deduction  to  the  donor  spouse  is  aUowed 
under  section  2523  by  reason  of  subsection 
If)  thereof, 

the  estate  of  the  decedent  or  the  donor 
spouse,  as  the  case  may  be,  may  elect  to  treat 
such  property  for  purposes  of  this  chapter  as 
if  the  election  to  be  treated  as  qualified  ter- 
minable interest  property  had  not  t>een 
made, 
"lb)  Trust  AND  Trustee.- 
"ID  Trust.— The  term  'trust'  includes  any 
arrangement  lother  than  an  estate)  whiOi, 
although  not  a  trust,  has  substantially  the 
same  effect  as  a  trust 

"12)  Trustee.— In  the  case  of  an  arntn^e- 
ment  which  is  not  a  trust  but  which  is  treat- 
ed as  a  trust  under  this  subsection,  the  term 
'trustee'  shall  mean  the  person  in  actual  or 
constructive  possession  of  the  property  sulh 
ject  to  such  arrangement 

"13)  Examples.— Arrangements  to  which 
this  subsection  applies  include  arrange- 
ments involving  life  estates  and  remainders, 
estates  for  years,  and  insurance  and  annu- 
ity contracts. 
"lO  Interest.— 

"ID  In  general.— a  person  has  an  interest 
in  property  held  in  trust  if  lat  the  time  the 
determination  is  made)  such  person— 

"IA)  fias  a  right  lother  than  a  future  right) 
to  receive  income  or  corpus  from  the  trust 

"IB)  is  a  permissible  current  recipient  of 
income  or  corpus  from  the  trust  and  is  not 
described  in  section  20551a),  or 

"lO  is  described  in  section  20551a)  and 
the  trust  is— 
"Ii)  a  cliaritable  remainder  annuity  trust 
"Hi)    a    charitable    remainder    unitrust 
within  the  meaning  of  section  664,  or 

"liii)  a  pooled  income  fund  uHthin  the 
meaning  of  section  642lc)l5). 

"12)  Certain  nominal  interests  disregard- 
ED.— For  purposes  of  paragraph  ID,  an  inter- 
est which  is  used  primarily  to  postpone  or 
avoid  Die  tax  imposed  by  this  chapter  shall 
be  disregarded. 

-SBC.  ttSJ.  tax  A  nON  OF  MULTIPLE  SKIPS. 

"la)  General  Rule.— For  purposes  of  this 
chapter,  if- 

"ID  there  ia  a  generation-akipping  trana- 
fer  of  any  property,  and 

"12)  immediately  after  such  transfer  such 
property  is  held  in  trust 
for  purposes  of  applying  this  chapter  lother 
than  section  2651)  to  subseguent  transfers 
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from  the  portion  of  sitcA  trust  attributable 
to  svch  property,  the  trust  wiU  be  treated  as 
if  the  traniferor  of  such  property  uxre  as- 
signed to  the  first  generation  above  the  high- 
est generation  of  any  person  who  has  an  in- 
terest in  such  trust  immediately  after  the 
transfer. 
"<bJ  Trust  Retains  Inclusion  Ratio.— 
"(1)  In  quieral.— Except  as  provided  in 
paragraph  (2),  the  provisions  of  subsection 
(a)  shall  not  affect  the  inclusion  ratio  deter- 
mined vHth  respect  to  any  trust  Under  regu- 
lations prescribed  by  the  Secretary,  notirith- 
standing  the  preceding  sentence,  proper  ad- 
justment shall  be  made  to  the  inclusion 
ratio  unth  respect  to  such  trust  to  take  into 
account  any  tax  under  this  chapter  borne  by 
such  trust  which  is  imposed  by  this  chapter 
on  the  transfer  described  in  subsection  (a). 
"(2/  Special  rule  for  pour-over  trust.— 
"(A)  In  QENERAL.—If  the  generation-skip- 
ping transfer  referred  to  in  subsection  (a) 
involves  the  transfer  of  property  from  1  trust 
to  another  trust  (hereinafter  in  this  para- 
graph referred  to  as  the  'pour-over  trust'J, 
the  inclusion  ratio  for  the  pour-over  trust 
shall  be  determined  by  treating  the  nontax 
portion  of  such  distribution  as  if  it  were  a 
part  of  a  GST  exemption  allocated  to  such 
trust 

"(B)  Nontax  portion.— For  purposes  of 
subparagraph  (A),  the  nontax  portion  of  any 
distribution  is  the  amount  of  such  distribu- 
tion multiplied  by  the  applicable  fraction 
which  api>lies  to  such  distributiorL 

-VSSC.  tSi4.  SPECIAL  RVLB& 

"(a)  Basis  Adjustment.— 

"(1)  In  general.— Except  as  provided  in 
paragraph  (2),  if  property  is  transferred  in  a 
generation-skipping  transfer,  the  basis  of 
such  property  shall  be  increased  (but  not 
above  the  fair  market  value  of  such  proper- 
ty) by  an  amount  equal  to  that  portion  of 
the  tax  imposed  by  section  2601  (computed 
VDithout  regard  to  section  2604)  vnth  respect 
to  the  transfer  which  is  attributable  to  the 
excess  of  the  fair  market  value  of  such  prop- 
erty over  its  adjusted  basis  immediately 
before  the  transfer. 

"(2)  Certain  transfers  at  death.— If  prop- 
erty is  transferred  in  a  taxable  termination 
v>hich  occurs  at  the  same  time  as  and  as  a 
result  of  the  death  of  an  individual,  the 
basis  of  such  property  shall  be  adjusted  in  a 
manner  similar  to  the  manner  provided 
under  section  1014(a);  except  that,  if  the  in- 
clusion ratio  with  respect  to  such  property 
is  less  than  1,  any  increase  in  Imsis  shall  be 
limited  by  multiplying  such  increase  by  the 
inclusion  ratio. 

"(b)  Separate  Shares  Treated  as  Separate 
Trusts.— Substantially  separate  and  inde- 
pendent shares  of  different  beneficiaries  in  a 
trust  shall  be  treated  as  separate  trusts. 

"(c)  Disclaimers.— 

"F»r  fTwisioiu  relaO^  to  the  effect  of  a  quali- 
fied disclaimer  for  parfostt  of  this  chapter,  see  see- 
tioHiSIS. 

"(d)  LntTTATION  ON  PERSONAL  LIABILITY  OF 

Trustee.— A  trustee  shall  not  be  personally 
liable  for  any  increase  in  the  tax  imposed  by 
section  2601  which  is  attntmtaMe  to  the  fact 

that- 

"(1)  section  2642(c)  (relating  to  exemption 
of  certain  nontaxable  gifts)  does  not  apply 
to  a  transfer  to  the  trust  which  u>as  made 
during  the  life  of  the  transferor  and  for 
tohich  a  (lift  tax  return  was  not  filed,  or 

"(2)  the  inclusion  ratio  with  respect  to  the 
trust  is  grwter  than  the  amount  of  such 
ratio  as  computed  on  the  baais  of  the  return 
on  vhieh  was  made  (or  was  deemed  made) 
an  attocation  of  the  GST  exemption  to  prop- 
erty transferred  to  such  trust 


The  preceding  sentence  shall  not  apply  if  the 
trustee  has  knowledge  of  facts  sufficient  rea- 
sonably to  conclude  that  a  gift  tax  return 
was  reguired  to  be  filed  or  that  the  inclusion 
ratio  u>as  erroneous. 

"Sahekapter  G—AdministnOam 
"Sec  2661.  AdministratiotL 
"Sec  2662.  Return  requirements. 
"Sec  2663.  Regulations. 

SECHSL    ADMINISTRATION. 

"Insofar  as  applicable  and  not  inconsist- 
ent with  the  provisions  of  this  chapter— 

"(1)  except  as  provided  in  paragraph  (2). 
all  provisions  of  subtitle  F  (including  penal- 
ties) applicable  to  the  gift  tax,  to  chapter  12, 
or  to  section  2S01,  are  hereby  made  applica- 
ble in  respect  of  the  generation-skipping 
transfer  tax,  this  chapter,  or  section  2601,  as 
the  case  may  be,  and 

"(2)  in  the  case  of  a  generation-skipping 
transfer  occurring  at  the  same  time  as  and 
as  a  result  of  the  death  of  an  individual,  ail 
provisions  of  subtitle  F  (including  penal- 
ties) applicable  to  the  estate  tax,  to  chapter 
11,  or  to  section  2001  are  hereby  made  appli- 
cable in  respect  of  the  generation-skipping 
transfer  tax,  this  chapter,  or  section  2601  (as 
the  case  may  be). 

-SBCiUt    RETURN  REQVIREMENTS. 

"(a)  In  GENERAU—The  Secretary  shall  pre- 
scribe by  regulations  the  person  who  is  re- 
quired to  make  the  return  toith  respect  to  the 
tax  imposed  by  this  chapter  and  the  time  by 
which  any  such  return  mtist  be  filed.  To  the 
extent  practicable,  such  regulations  shall 
provide  that— 

"(1)  the  person  who  is  required  to  make 
such  return  shall  be  the  person  liable  under 
section  2603(a)  for  payment  of  such  tax,  and 

"(2)  the  return  shall  be  filed— 

"(A)  in  the  case  of  a  direct  skip  (other 
than  from  a  trust),  on  or  before  the  date  on 
which  an  estate  or  gift  tax  return  is  required 
to  be  filed  unth  respect  to  the  transfer,  and 

"(B)  in  all  other  cases,  on  or  before  the 
15th  day  of  the  4th  month  after  the  close  of 
the  taxable  year  of  the  person  required  to 
make  such  return  in  which  such  transfer 
occurs. 

"(b)  Information  Returns.— The  Secretary 
may  by  regulations  require  a  return  to  be 
filed  containing  such  information  as  he  de- 
termines to  be  necessary  for  purposes  of  this 
chapter. 

-SECHU.    regulations. 

"The  Secretary  shall  prescribe  such  regula- 
tions as  may  be  necessary  or  appropriate  to 
carry  out  the  purposes  of  this  chapter,  in- 
cluding— 

"(1)  such  regulations  as  may  be  necessary 
to  coordinate  the  provisions  of  this  chapter 
iDith  the  recapture  tax  imposed  under  sec- 
tion 2032A(c),  and 

"(2)  regulations  (consistent  unth  the  prin- 
ciples of  chapters  11  and  12)  providing  for 
the  application  of  this  chapter  in  the  case  of 
transferors  who  are  nonresidents  not  citi- 
zens of  the  United  States. " 

(b)  Clerical  Amendment.— The  table  of 
chapters  for  subtitle  B  is  amended  by  strik- 
ing out  the  item  relating  to  chapter  13  and 
inserting  in  lieu  thereof  the  folloufing: 
"Chapter  13.  Tax  on  generation-skipping 
transfers. " 

SBC  1412.  related  AMENDMENTS. 

(a)  Income  Tax  Deduction  for  Genera- 
tion-Skippinq  Transfer  Tax.— 

(1)  In  oeneral.— Subsection  (a)  of  section 
164  (relating  to  deduction  for  certain  taxes), 
as  amended  by  section  134,  is  amended  by 
inserting  after  paragraph  (4)  the  following 
new  paragraph: 


"(S)  the  GST  tax  imposed  on  income  dis- 
tributions." 

(2)  Definitions.— Subsection  (b)  of  section 
164,  as  so  amended,  is  amended  by  adding  at 
the  end  thereof  the  following  new  pant- ' 
graph: 

"(4)  Special  rules  for  ost  tax.— 
"(A)  In  aENERAL.—The  GST  tax  imposed  on 
income  distrilmtioru  is— 
"(i)  the  tax  imposed  by  section  2601,  and 
"(ii)  any  State  tax  described  in  section 
2604, 

Itut  only  to  the  extent  such  tax  is  imposed  on 
a  transfer  which  is  included  in  the  grou 
irtcome  of  the  distributee  and  to  which  sec- 
tion 666  does  not  apply. 

"(B)  Special  rule  for  tax  paid  before  due 
DATE.— Any  tax  referred  to  in  nUtparagraph 
(A)  imposed  with  respect  to  a  transfer  occur- 
ring during  the  taxable  year  of  the  distribu- 
tee (or,  in  the  case  of  a  taxable  termination, 
the  trust)  which  is  paid  not  later  than  the 
time  prescribed  try  law  (including  exten- 
sions) for  filing  the  return  with  respect  to 
such  transfer  sliall  be  treated  as  having  been 
paid  on  the  last  day  of  the  taxable  year  in 
which  the  transfer  was  made. " 

(3)  Deduction  for  tax  in  case  of  taxable 
TERMINATIONS.— Paragraph  (3)  of  section 
691(c)  (relating  to  deduction  for  estate  tax) 
is  amended  to  read  as  follows: 

"(3)  Special  rule  for  oENERATiON-sxippiNa 
TRANSFERS.— In  the  case  of  any  tax  imposed 
by  chapter  13  on  a  taxable  termination  or  a 
direct  skip  occurring  as  a  result  of  the  death 
of  the  transferor,  there  shall  be  allowed  a  de- 
duction (under  principles  similar  to  the 
principles  of  this  subsection)  for  the  portion 
of  sudi  tax  attrHmtable  to  items  of  grou 
income  of  the  trust  lo/ticA  were  not  property 
includible  in  the  gross  income  of  the  trust 
for  periods  before  the  date  of  such  termina- 
tion." 

/b)  Distributions  in  Redemption  of  Stocx 
To  Pay  GENERATioN-SappiNO  Transfer 
Taxes.— Subsection  (d)  of  section  303  is 
amended  to  read  as  follows: 

"(d)  Special  Rules  for  Generation-Skip- 
pma  Transfers.— Where  stock  in  a  corpora- 
tion is  the  subject  of  a  generation-skipping 
transfer  (within  the  meaning  of  section 
2611(a))  occurring  at  the  same  time  as  and 
tu  a  result  of  the  death  of  an  individual- 

"(1)  the  stock  shall  be  deemed  to  be  includ- 
ed in  the  gross  estate  of  such  individual; 

"(2)  taxes  of  the  kind  referred  to  in  subsec- 
tion (a)(1)  which  are  imposed  because  of  the 
generation-skipping  transfer  stuM  be  treated 
tu  imposed  t>ecause  of  such  individual's 
death  (and  for  this  purpose  the  tax  imposed 
try  section  2601  shall  be  treated  as  an  estate 
tax); 

"(3)  the  period  of  distrilnition  shall  be 
measured  from  the  date  of  the  generation- 
skipping  transfer  and 

"(4)  the  relationship  of  stock  to  the  dece- 
dent's estate  shall  be  measured  with  refer- 
ence solely  to  the  amount  of  the  generation- 
skipping  transfer. " 

(c)  Availability  of  Alternate  Valuation 
Election.— 

(1)  In  (xneral.— Paragraph  (2)  of  section 
2032(c)  (relating  to  Oection  must  decrease 
gross  estate  and  estate  tax)  is  amended  to 
read  as  f  (Mows: 

"(2)  the  sum  of  the  tax  imposed  by  this 
chapter  and  the  tax  imposed  by  chapter  13 
with  respect  to  property  includible  in  the  de- 
cedent's gross  estaU  (reduced  by  crediU  al- 
lowable against  such  taxes). " 

(2)  CoHFORMma  AMBiDMENT.— Subsection 
(g)  of  section  2013  is  hereby  repealed 

(d)  GENERAnoN-SxiPPnia  Tax  Treated  ax 
Taxable  Got.- 


24344 


CONGRESSIONAL  RECORD— HOUSE 


September  18,  1986 


ID  In  qenekal.— Subchapter  B  of  chapter 

12  ii  amended  by  inserting  after  section 
2S14  the  following  new  section: 

"SEC  ISIS.  TRBATHENT  OF  GENERATION-SKIPPISG 
TRANSFER  TAX. 

"In  the  COM  of  any  taxable  gift  which  is  a 
direct  ship  (within  the  Tneaning  of  chapter 
13),  the  amount  of  such  gift  shall  be  in- 
creased by  the  amount  of  any  tax  imposed 
on  the  transferor  under  chapter  13  with  re- 
spect to  such  gift " 

<Z)  Clsrical  amendment.— The  table  of  sec- 
tions for  subchapter  B  of  chapter  12  is 
amended  by  inserting  after  the  item  relating 
to  section  2S14  the  following  new  item: 

"Sec   251S.    Treatment  of  generation-skip- 
ping transfer  tax. " 

fef  Extension  or  Time  for  Payment  of  Tax 
ON  Certain  Direct  Skips.— Section  6166  is 
amended  by  redesignating  subsections  Ii) 
and  Ij)  as  subsections  Ij)  and  Ik),  respective- 
ly, and  by  inserting  after  subsection  Ih)  the 
following  new  subsection: 

"Ii)  Special  Rule  for  Certain  Direct 
Skips.— To  the  extent  that  an  interest  in  a 
closely  held  business  is  the  subject  of  a  direct 
skip  Ivnthin  the  meaning  of  section  26121c)) 
occurring  at  the  same  time  as  and  as  a 
result  of  the  decedent's  death,  then  for  pur- 
poses of  this  section  any  tax  imposed  by  sec- 
tion 2601  on  the  transfer  of  such  interest 
shall  be  treated  as  if  it  xoere  additional  tax 
imposed  by  section  2001. " 

SEC.  I4JJ.  effective  dates. 

la)  General  Rvle.— Except  as  provided  in 
subsection  lb),  the  amendments  made  by 
this  part  shall  apply  to  any  generation-skip- 
ping transfer  i  within  the  meaning  of  section 
2611  of  the  Internal  Revenue  Code  of  1986) 
made  after  the  date  of  the  enactment  of  this 
Act 

lb)  Special  Rules.— 

11)  Treatment   of   certain   inter    vivos 

transfers  made  after  SEPTEMBER   2i,    I9SS.— 

For  purposes  of  subsection  la)  land  chapter 

13  of  the  Internal  Revenue  Code  of  1986  as 
amended  by  this  part),  any  inter  vivos 
transfer  after  September  25,  1985,  and  on  or 
before  the  date  of  the  enactment  of  this  Act 
shall  be  treated  as  if  it  were  made  on  the  1st 
day  after  the  date  of  enactment  of  this  Act 

12)  Exceptions.— The  amendments  made 
by  this  part  shall  not  apply  to— 

lA)  ony  generation-skipping  transfer 
under  a  trust  which  was  irrevocable  on  Sep- 
tember 25.  1985,  but  only  to  the  extent  that 
such  transfer  is  not  made  out  of  corpus 
added  to  the  trust  after  September  25.  1985. 

IB)  any  generation-skipping  transfer 
under  a  will  executed  before  the  date  of  the 
enactment  of  this  Act  if  the  decedent  dies 
before  January  1,  1987.  and 

IC)  any  generation-skipping  transfer— 

Ii)  under  a  trust  to  the  extent  such  trust 
consists  of  property  included  in  the  gross 
estate  of  a  decedent  lother  than  property 
transferred  by  the  decedent  during  his  life 
after  the  date  of  the  enactment  of  this  Act), 
or  reinvestments  thereof,  or 

(ii)  which  is  a  direct  skip  which  occurs  by 
reason  of  the  death  of  any  decedent; 
but  only  if  such  decedent  was,  on  the  date  of 
the  enactment  of  this  Act,  under  a  mental 
disability  to  change  the  disposition  of  his 
property  and  did  not  regain  his  competence 
to  dispose  of  such  property  before  the  date  of 
hU  death. 

(3)  Treatment  of  certain  transfers  to 
qrandchildren.—Fot  purposes  of  chapter  13 
of  the  Internal  Revenue  Code  of  1986,  the 
term  "direct  skip"  shall  not  include  any 
transfer  before  January  1,  1990,  from  a 
transferor  to  a  grandchild  of  the  transferor 


to  the  extent  that  the  aggregate  transfers 
from  such  transferor  to  such  grandchild  do 
not  exceed  1 2, 000,000. 

(c)  Repeal  of  Existing  Tax  on  Genera- 
tion-Skipping Transfers.— 

(1)  In  oENERAL.—In  the  case  of  any  tax  im- 
posed by  chapter  13  of  the  Internal  Revenue 
Code  of  1954  (as  in  effect  on  the  day  before 
the  date  of  the  enactment  of  this  Act),  such 
tax  (including  interest,  additions  to  tax, 
and  additional  amounts)  shall  not  be  as- 
sessed and  if  assessed,  the  assessment  shall 
be  abated,  and  if  collected,  shall  be  credited 
or  refunded  (with  interest)  as  an  overpay- 
ment 

12)  Waiver  of  statute  of  uMiTATioNS.—If 
on  the  date  of  the  enactment  of  this  Act  (or 
at  any  time  within  1  year  after  such  date  of 
enactment)  refund  or  credit  of  any  overpay- 
ment of  tax  resulting  from  the  application 
of  paragraph  (1)  is  barred  by  any  law  or  rule 
of  law,  refund  or  credit  of  such  overpayment 
shall,  nevertheless,  be  made  or  allowed  if 
claim  therefore  is  filed  before  the  date  1  year 
after  the  date  of  the  enactment  of  this  Act 

(d)  Election  for  Certain  Transfers  Bene- 
fiting Grandchild.— 

(1)  In  GENERAU—For  purposes  of  chapter 
13  of  the  Internal  Revenue  Code  of  1986  (as 
amended  by  this  Act)  and  subsection  (b)  of 
this  section,  any  transfer  in  trust  for  the 
benefit  of  a  grandchild  of  a  transferor  shall 
be  treated  as  a  direct  skip  if— 

(A)  the  transfer  occurs  before  the  date  of 
enactment  of  this  Act 

(B)  the  transfer  would  be  a  direct  skip 
except  for  the  fact  that  the  trust  instrument 
provides  that  if  the  grandchild  dies  before 
vesting  of  the  interest  transferred,  the  inter- 
est is  transferred  to  the  grandchild's  heir 
(rather  than  the  grandchild's  estate),  and 

(C)  an  election  under  this  subsection  ap- 
plies to  such  transfer. 

Any  transfer  treated  as  a  direct  skip  by 
reason  of  the  preceding  sentence  shall  6e 
subject  to  Federal  estate  tax  on  the  grand- 
child's death  in  the  same  manner  as  if  the 
contingent  gift  over  had  l>een  to  the  grand- 
child's estate. 

(2)  Election.— An  election  under  para- 
graph (1)  shall  be  made  at  such  time  and  in 
such  manner  as  the  Secretary  of  the  Treas- 
ury or  his  delegate  may  prescribe. 

TITLE  XV-COMPLIANCE  AND  TAX 

ADMIN  ISTRA  TION 

SuBTTTLE  A— Revision  of  Certain  Penalties, 

Etc. 

SEC.  isti.  pesalty  for  failure  to  file  informa- 
tion RETURNS  or  STA  TBMENTS. 

(a)  General  Rule.— Subchapter  B  of  chap- 
ter 68  (relating  to  assessable  penalties)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  part 

"PART  11— FAILURE  TO  FILE  CERTAIN 
INFORMATION  RETURNS  OR  STATEMENTS 
"Sec.  6721.  Failure  to  file  certain  informa- 
tion returns. 
"Sec.  6722.  Failure  to  furnish  certain  payee 
statements. 

"Sec.  6723.  Failure  to  include  correct  infor- 
mation. 

"Sec.  6724.  Waiver:  definitions  and  special 
rules. 

SEC.  S7tl.  FAILURE  TO  FILE  CERTAIN  INFORMATION 
RETURNS 

"(a)  General  Rule.— In  the  case  of  each 
failure  to  file  an  information  return  with 
the  Secretary  on  the  date  prescribed  therefor 
(determined  with  regard  to  any  extension  of 
time  for  filing),  the  person  failing  to  so  fUe 
such  return  shall  pay  $50  for  each  such  fail- 
ure, but  the  total  amount  imposed  on  such 


person  for  all  such  failures  during  any  cal- 
endar year  shall  not  exceed  $100,000. 

"(b)  Penalty  in  Case  of  Intentional  Dis- 
regard.—If  1  or  more  failures  to  which  sub- 
section (a)  applies  are  due  to  intentional 
disregard  of  the  filing  requirement  then, 
iDith  respect  to  each  such  failure— 

"(1)  the  penalty  imposed  under  subsection 
(a)  shall  be  $100,  or,  if  greater— 

"(A)  in  the  case  of  a  return  other  than  a 
return  required  under  section  6045(a), 
6041  A(b),  6050H,  6050J,  6050K,  or  6050L,  10 
percent  of  the  aggregate  amount  of  the  items 
required  to  be  reported,  or 

"(B)  in  the  case  of  a  return  required  to  be 
filed  by  section  6045(a),  6050K,  or  6050L,  5 
percent  of  the  aggregate  amount  of  the  items 
required  to  be  reported,  and 

"(2)  in  the  case  of  any  penalty  determined 
under  paragraph  (D— 

"(A)  the  $100,000  limitation  lender  subsec- 
tion (a)  shall  not  apply,  and 

"(B)  such  penalty  shall  not  be  taJcen  into 
account  in  applying  the  $100,000  limitation 
to  penalties  not  determined  under  para- 
graph (1). 

"sec  $722.  failure  to  furnish  certain  payee 
statements. 

"(a)  General  Rule.— In  the  case  of  each 
failure  to  furnish  a  payee  statement  on  the 
date  prescribed  therefor  to  the  person  to 
whom  such  statement  is  required  to  be  fur- 
nished, the  person  failing  to  so  furnish  such 
statement  shall  pay  $50  for  each  such  fail- 
ure, but  the  total  amount  imposed  on  such 
person  for  all  such  failures  during  any  cal- 
endar year  shall  not  exceed  $100,000. 

"lb)  Failure  To  Notify  Partnership  of 
Exchange  of  Partnership  Interest.— In  the 
case  of  any  person  who  fails  to  furnish  the 
notice  required  by  section  6050Klc)ll)  on 
the  date  prescribed  therefor,  such  person 
shall  pay  a  penalty  of  $50  for  each  such  fail- 
ure. 

••SEC  t723.  FAILURE  TO  INCLUDE  CORRECT  INFOR- 
MATION. 

"la)  General  Rule.— If— 

"ID  any  person  files  an  iJ^formation 
return  or  furnishes  a  payee  statement  and 

"12)  such  person  does  not  include  all  of  the 
information  required  to  be  shown  on  such 
return  or  statement  or  includes  iTicorrect  in- 
formation, 

such  person  shall  pay  $5  for  each  return  or 
statement  with  respect  to  which  such  failure 
occurs,  but  the  total  amount  imposed  on 
such  person  for  all  such  failures  during  any 
calendar  year  shall  not  exceed  $20,000. 

"lb)  Penalty  in  Case  of  Intentional  Dis- 
regard.—If  1  or  more  failures  to  which  sub- 
section la)  applies  are  due  to  intentional 
disregard  of  the  correct  information  report- 
ing requirement  then,  unth  respect  to  each 
sitch  failure— 

"(1)  the  penalty  imposed  under  subsection 
(a)  shall  be  $100,  or,  if  greater— 

'•(A)  in  the  case  of  a  return  other  than  a 
return  required  under  section  6045(a), 
6041A(b),  6050H,  6050 J,  6050K,  or  6050L,  10 
percent  of  the  aggregate  amount  of  the  items 
required  to  be  reported  correctly,  or 

"(B)  in  the  case  of  a  return  required  to  be 
filed  by  section  6045(a),  60S0K,  or  6050L,  5 
percent  of  the  aggregate  amount  of  the  items 
required  to  be  reported  correctly,  and 

"(2)  in  the  case  of  any  penalty  determined 
under  paragraph  (D— 

"(A)  the  $20,000  limitation  under  subsec- 
tion (a)  shall  not  apply,  and 

"(B)  such  penalty  shall  not  be  taken  into 
account  in  applying  the  $20,000  limitation 
to  penalties  not  determined  under  para- 
graph (1). 
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"(c)  Coordination  With  Section  6676.— No 
penalty  shall  be  imposed  under  subsection 
(a)  or  (b)  with  respect  to  any  return  or  state- 
ment if  a  penalty  is  imposed  under  section 
6676  (relating  to  failure  to  supply  identify- 
ing number)  with  respect  to  such  return  or 
statement 

SEC.    $724.    WAIVER;    DEFINmONS   AND    SPECIAL 
RULES. 

"(a)  Reasonable  Cause  Waiver.— No  penal- 
ty shall  be  imposed  under  this  part  unth  re- 
spect  to  any  failure  if  it  is  shown  that  such 
failure  is  due  to  reasonable  cause  and  not  to 
iDiUful  neglect 
'  "(b)  Payment  of  Penalty.— Any  penalty 
imposed  by  this  part  shall  be  paid  on  notice 
and  demand  by  the  Secretary  and  in  the 
same  manner  as  tax. 

"(c)  Special  Rules  for  Failure  To  File  In- 
terest AND  Dividend  Returns  or  State- 
ments.— 

"(1)  Higher  standards  for  waiver.— In  the 
case  of  any  interest  or  dividend  return  or 
statement— 

"(A)  subsection  (a)  shall  not  apply,  but 

"(B)  no  penalty  shall  be  imposed  under 
this  part  if  it  is  shown  that  the  person  other- 
wise liable  for  such  penalty  exercised  due 
diligence  in  attempting  to  satisfy  the  re- 
quirement uyith  respect  to  such  return  or 
statement 

"(2)  Limitations  not  to  apply.— In  the  case 
of  any  interest  or  dividend  return  or  state- 
ment— 

"(A)  the  $100,000  limitations  of  sections 
6721(a)  and  6722(a)  and  the  $20,000  limita- 
tion of  section  6723(a)  shall  not  apply  (and 
any  penalty  imposed  on  any  failure  involv- 
ing such  a  return  or  statement  shall  not  be 
taken  into  account  in  applying  such  limita- 
tioTU  to  other  penalties),  and 

"(B)  penalties  imposed  with  respect  to 
such  returns  or  statements  shall  not  be 
taken  into  account  for  purposes  of  applying 
such  limitations  unth  respect  to  other  re- 
turns or  statements. 

"(3)  Self  assessment.— Any  penalty  im- 
posed under  this  part  on  any  person  unth  re- 
spect to  an  interest  or  dividend  return  or 
statement— 

"(A)  shall  be  assessed  and  collected  in  the 
same  manner  as  an  excise  tax  imposed  by 
subtitle  D,  and 

"(B)  shall  be  due  and  payable  on  April  1  of 
the  calendar  year  following  the  calendar 
year  for  which  such  return  or  statement  is 
required. 

"(4)  Deficiency  procedures  not  to 
APPLY.— Subchapter  B  of  chapter  63  (relating 
to  deficiency  procedures  for  income,  estate, 
gift  and  certain  excise  taxes)  shall  not 
apply  in  respect  of  the  assessment  or  collec- 
tion of  any  penalty  imposed  under  this  part 
unth  respect  to  an  interest  or  dividend 
return  or  statement 

"(S)  Interest  or  dividend  return  or 
statement.— For  purposes  of  this  sultsection, 
the  term  'interest  or  dividend  return  or 
statement '  means— 

"(A)  any  return  required  by  section 
6042(a)(1),  6044(a)(1),  or  6049(a),  and 

"(B)  any  statement  required  under  section 
6042(c),  6044(e),  or  6049(c). 
"(d)   Definitions.— For  purposes    of  this 

part— 

"(1)  Information  return.— The  term  'infor- 
mation return'  means— 

"(A)  any  statement  of  the  amount  of  pay- 
ments to  arMther  person  required  6y— 

"(i)  section  6041  (a)  or  (b)  (relating  to  cer- 
tain irtformation  at  source), 

"(it)  section  6042(a)(1)  (relating  to  pay- 
ments of  dividends), 

"(Hi)  section  6044(a)(1)  (relating  to  pay- 
ments of  patronage  dividends). 


"(iv)  section  6049(a)  (relating  to  payments 
of  interest), 

"(V)  section  60S0A(a)  (relating  to  report- 
ing requirements  of  certain  fishing  boat  op- 
erators), 

"(vi)  section  60S0N(a)  (relating  to  pay- 
ments of  royalties),  or 

"(vii)  section  6051(d)  (relating  to  informa- 
tion returns  with  respect  to  income  tax 
withheld),  and 
"(B)  any  return  required  by— 
"(i)  section  4997(a)  (relating  to  informa- 
tion with  respect  to  vnndfall  profit  tax  on 
crude  oil), 

"(ii)  section  6041A  (a)  or  (b)  (relating  to 
returns  of  direct  sellers), 

"(Hi)  section  6045  (a)  or  (d)  (relating  to  re- 
turns of  brokers), 

"(iv)  section  6050H(a)  (relating  to  mort- 
gage interest  received  in  trade  or  business 
from  individuals), 

"(V)  section  60501(a)  (relating  to  cash  re- 
ceived in  trade  or  business), 

"(vi)  section  60S0J(a)  (relating  to  foreclo- 
sures and  abandonments  of  security), 

"(vii)  section  6050K(a)  (relating  to  ex- 
changes of  certain  partnership  interests), 

"(viii)  section  6050L(a)  (relating  to  re- 
turns relating  to  certain  dispositions  of  do- 
nated property), 

"(ix)  section  6052(a)  (relating  to  reporting 
payment  of  wages  in  the  form  of  group-term 
life  insurance),  or 

"(X)  section  60S3(c)(l)  (relating  to  report- 
ing with  respect  to  certain  tips). 

"(2)  Payee  statement.— The  term  'payee 
statement'  means  any  statement  required  to 
be  furnished  under— 

"(A)  section  4997(a)  (relating  to  records 
and  information;  regulations), 

"(B)  section  6031(b),  6034A,  or  6037(b)  (re- 
lating to  statements  furnished  by  certain 
pass-thru  entities), 

"(C)  section  6039(a)  (relating  to  informa- 
tion required  in  connection  with  certain  op- 
tions), 

"(D)  section  6041(d)  (relating  to  informa- 
tion at  source), 

"(E)  section  6041  A(e)  (relating  to  returns 
regarding  payments  of  remuneration  for 
services  and  direct  sales). 

"(F)  section  6042(c)  (relating  to  returns  re- 
garding payments  of  dividends  and  corpo- 
rate earnings  and  profits), 

"(G)  section  6044(e)  (relating  to  returns 
regarding  payments  of  patronage  divi- 
dends), 

"(H)  section  6045  (b)  or  (d)  (relating  to  re- 
turns of  brokers), 

"(I)  section  6049(c)  (relating  to  returns  re- 
garding payments  of  interest), 

"(J)  section  6050A(b)  (relating  to  reporting 
requirements  of  certain  fishing  boat  opera- 
tors), 

"(K)  section  6050C  (relating  to  informa- 
tion regarding  vnndfall  profit  tax  on  domes- 
tic crude  oil), 

"(L)  section  6050H(d)  (relating  to  returns 
relating  to  mortgage  interest  received  in 
trade  or  business  from  individuals), 

"(M)  section  60501(e)  (relating  to  returns 
relating  to  cash  received  in  trade  or  busi- 
ness), 

"(N)  section  6050J(e)  (relating  to  returns 
relating  to  foreclosures  and  abandonments 
of  security), 

"(O)  section  6050K(b)  (relating  to  returns 
relating  to  exchanges  of  certain  partnership 
interests), 

"(P)  section  6050L(c)  (relating  to  returns 
relating  to  certain  dispositions  of  donated 
property), 

"(Q)  section  60S0N(b)  (relating  to  returns 
regarding  payments  of  royalties). 


"(R)  section  6051  (relating  to  receipts  for 
employees), 

"(S)  section  6052(b)  (relating  to  returns  re- 
garding payment  of  wages  in  the  form  of 
group-term  life  insurance),  or 

"(T)  section  6053  (b)  or  (c)  (relating  to  re- 
ports of  tips). " 

(b)  Increase  in  Maximum  Penalty  for  Fail- 
ure To  Supply  Identifying  Numbers.— Sub- 
section (a)  of  section  6676  (relating  to  fail- 
ure to  supply  identifying  numt>ers)  is 
amended  by  striking  out  "$50,000"  and  in- 
serting in  lieu  thereof  "$100,000". 

(c)  Clarification  of  Penalty  for  Failure 
To  Furnish  Payee  Statements.— 

(1)  Subsection  (d)  of  section  6041  is 
amended  to  read  as  follows: 

"(d)  Statements  To  Be  Furnished  to  Per- 
sons With  Respect  to  Whom  Information  Is 
Required.— Every  person  required  to  make  a 
return  under  subsection  (a)  shall  furnish  to 
each  person,  with  respect  to  whom  such  a 
return  is  required  a  written  statement  show- 
ing— 

"(1)  the  name  and  address  of  the  person 
required  to  make  such  return,  and 

"(2)  the  aggregate  amount  of  payments  to 
the  person  required  to  be  shown  on  the 
return. 

The  written  statement  required  under  the 
preceding  sentence  shall  be  furnished  to  the 
person  on  or  before  January  31  of  the  year 
following  the  calendar  year  for  which  the 
return  under  subsection  (a)  was  required  to 
t>e  made.  To  the  extent  provided  in  regula- 
tions prescribed  by  the  Secretary,  this  sulh 
section  shall  also  apply  to  persons  required 
to  make  returns  under  subsection  (b). " 

(2)  Subsection  (c)  of  section  6042  is 
amended  to  read  as  follows: 

"(c)  Statements  To  Be  Furnished  to  Per- 
sons With  Respect  to  Whom  Information  Is 
Required.— Every  person  required  to  maJce  a 
return  under  subsection  (a)  shall  furnish  to 
each  person  whose  name  is  required  to  be  set 
forth  in  such  return  a  written  statement 
showing— 

"(1)  the  name  and  address  of  the  person 
required  to  make  such  return,  and 

"(2)  the  aggregate  amount  of  payments  to 
the  person  required  to  be  shown  on  the 
return. 

The  written  statement  required  under  the 
preceding  sentence  shall  be  furnished  (eiOier 
in  person  or  in  a  statement  mailing  by  first- 
class  mail  which  includes  adequate  notice 
that  the  statement  is  enclosed)  to  the  person 
on  or  before  January  31  of  the  year  follow- 
ing the  calendar  year  for  which  the  return 
under  subsection  (a)  vms  required  to  be 
made  and  shall  be  in  such  form  as  the  Secre- 
tary may  prescribe  by  regulations. " 

(3)  Subsection  (e)  of  section  6044  is 
amended  to  read  as  follows: 

"(e)  Statements  To  Be  Furnished  to  Per- 
sons With  Respect  to  Whom  Information  Is 
Required.— Every  cooperative  required  to 
make  a  return  under  subsection  (a)  shall 
furnish  to  each  person  whose  name  is  re- 
quired to  be  set  forth  in  such  return  a  virit- 
ten  statement  shovnng- 

"(1)  the  name  and  address  of  the  coopera- 
tive required  to  make  such  return,  and 

"(2)  the  aggregate  amount  of  payments  to 
the  person  required  to  be  shown  on  the 
return. 

The  written  statement  required  under  the 
preceding  sentence  shall  be  furnished  (either 
in  person  or  in  a  statement  mailing  by  first- 
class  mail  which  includes  adequate  notice 
that  the  statement  is  enclosed)  to  the  person 
on  or  before  January  31  of  the  year  follow- 
ing the  calendar  year  for  which  the  return 
under  subsection   (a)  voas  required  to  be 
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made  and  ihaU  be  in  such  form  a»  the  Secre- 
tary may  prescribe  by  regulationa." 

(4)  Svb$ection  (bJ  of  tectum  604S  is 
amended  to  read  aafoOorot: 

"(bJ  STATOoMn  To  Bx  FuRiastiKD  TO  Cvs- 
TOiOMS.— Every  person  re^piired  to  make  a 
return  under  tubtKtion  (a)  shaU  furnish  to 
each  customer  toAose  name  is  rcQuired  to  be 
set  forth  in  such  return  a  written  statement 
shourinff— 

"(1)  the  name  and  address  of  the  person  re- 
<iuired  to  make  sutA  return,  and 

"tZ)  the  ittformation  required  to  be  shown 
on  such  return  unth  respect  to  ncc/t  custom- 
er. 

77ke  written  statement  required  under  the 
preceding  sentence  shall  be  furnished  to  the 
customer  on  or  before  January  31  of  the  year 
following  the  calendar  year  for  which  the 
return  under  subsection  la)  was  required  to 
be  made." 

(5)  Subsection  Ic)  of  section  6049  is 
amended  to  read  as  follows: 

"(cf  SmmowTS  To  Be  Fukmisiod  to  Per- 
sons With  Respect  to  Whom  Imtormatjon  Is 
Required.— 

"(1)  In  QEMERAL.— Every  person  required  to 
make  a  return  under  subsection  (a)  shall 
furnish  to  each  person  whose  name  is  re- 
quired to  l>e  set  forth  in  such  return  a  writ- 
ten statement  showing— 

"(A)  the  name  and  address  of  the  person 
required  to  make  such  return,  and 

"(Bf  the  aggregate  amount  of  payments  to. 
or  the  aggregate  amount  includible  in  the 
grou  income  of,  the  person  required  to  be 
shown  on  the  return. 

"(2)  Time  and  form  or  STATEMEsr.-The 
written  statement  under  paragraph  (U— 

"lA)  shall  be  furnished  (either  in  person  or 
in  a  statement  mailing  by  first-class  mail 
which  includes  adequate  notice  that  the 
statement  is  enclosed)  to  the  person  on  or 
before  January  31  of  the  year  following  the 
calendar  year  for  which  the  return  under 
subsection  (a)  was  required  to  be  made,  and 

"(B)  shall  be  in  such  form  tu  the  Secretary 
may  prescrU>e  by  regulations. " 

(6)  Subsection  (b)  of  section  60S0A  is 
amended  to  read  as  follows: 

"(b)  Writteii  Statemxitt.— Every  person  re- 
quired to  make  a  return  under  subsection 
(a)  shall  furnish  to  each  person  whose  name 
is  required  to  be  set  forth  in  such  return  a 
written  statement  showing  the  information 
relating  to  such  person  required  to  be  con- 
tained in  such  return.  The  written  statement 
required  under  the  preceding  sentence  shall 
be  furnished  to  the  person  on  or  before  Janu- 
ary 31  of  the  year  following  the  calendar 
year  for  which  the  return  under  suttsection 
(a)  was  required  to  be  made. " 

(7)  Subsection  (b)  of  section  60S0B  is 
amended  to  read  as  follows: 

"(b)  Statemkhts  To  Be  Evrmished  to  Ihdi- 
vwvALs  With  Respect  to  Whom  Imformatjoh 
Is  Required.— Every  person  required  to 
make  a  return  under  siUtsection  (a)  shall 
furnish  to  each  individual  leAose  name  is  re- 
quired to  be  set  forth  in  such  return  a  writ- 
ten statement  showinfh- 

"(1)  the  name  and  address  of  the  person 
required  to  make  such  return,  and 

"(2)  the  aggregate  amount  of  payments  to 
the  individual  required  to  be  shown  on  such 
return. 

The  tvritten  statement  required  under  the 
preceding  sentence  shaU  be  furnished  to  the 
individual  on  or  before  January  31  of  the 
year  following  the  calendar  year  for  v)hich 
the  return  under  subsection  (a)  was  required 
tobemade." 

(8)  Subsection  (b)  of  section  SOSOE  U 
amended  to  read  as  follows: 


"(b)  Statements  To  Be  Furnished  to  Indi- 
viduals With  Respect  to  Whom  Information 
Is  Required.— Every  person  required  to 
make  a  return  under  subsection  (a)  shall 
furnish  to  each  individiuU  whose  name  is  re- 
quired to  be  set  forth  in  such  return  a  writ- 
ten statement  showing— 

"(1)  the  name  of  the  State  or  political  sub- 
division thereof,  and 

"(2)  the  information  required  to  be  shown 
on  the  return  with  respect  to  refunds,  cred- 
its, and  offsets  to  the  individual 
The  written  statement  required  under  the 
preceding  sentence  shall  be  furnished  to  the 
individual  during  January  of  the  calendar 
year  following  the  calendar  year  for  which 
the  return  under  subsection  (a)  was  required 
to  be  made.  No  statement  shall  be  required 
under  this  subsection  urith  respect  to  any  in- 
dividual if  it  is  determined  (in  the  manner 
provided  by  regulations)  that  such  individ- 
ual did  not  claim  itemized  deductions  under 
chapter  1  for  the  taxable  year  giving  rise  to 
the  refund,  credit,  or  offset " 

(9)  Subsection  (b)  of  section  60S0F  is 
amended  to  read  as  follows: 

"(b)  Statements  To  Be  Furnished  to  Per- 
sons With  Respect  to  Whom  Information  Is 
Required.— Every  person  required  to  make  a 
return  under  subsection  (a)  shall  furnish  to 
each  individual  whose  name  is  required  to 
be  set  forth  in  such  return  a  written  state- 
ment showing— 

"(1)  the  name  of  the  agency  making  the 
payments,  and 

"(2)  the  aggregate  amount  of  payments,  of 
repayments,  and  of  reductions,  with  respect 
to  the  individual  required  to  be  shown  on 
such  return. 

The  written  statement  required  under  the 
preceding  sentence  shall  be  furnished  to  the 
individual  on  or  before  January  31  of  the 
year  following  the  calendar  year  for  which 
the  return  under  subsection  (a)  was  required 
to  be  made." 

(10)  Subsection  (b)  of  section  60S0G  is 
amended  to  read  as  follows: 

"(b)  Statements  To  Be  Furnished  to  Per- 
sons With  Respect  to  Whom  Information  Is 
Required.— The  Railroad  Retirement  Board 
shall  furnish  to  each  individual  whose  name 
is  required  to  be  set  forth  in  the  return 
under  subsection  (a)  a  written  statement 
showing— 

"(1)  the  aggregate  amount  of  payments  to 
such  individual,  and  of  employee  contribu- 
tions with  respect  thereto,  required  to  be 
shovm  on  the  return,  and 

"(2)  such  other  information  as  the  Secre- 
tary may  require. 

The  written  statement  required  under  the 
preceding  sentence  shall  be  furnished  to  the 
individiuU  on  or  before  January  31  of  the 
year  following  the  calendar  year  for  which 
the  return  under  subsection  (a)  was  required 
to  be  made. " 

(11)  Subsection  id)  of  section  6050H  is 
amended  to  read  as  follows' 

"(d)  Statements  To  Be  Furnished  to  Indi- 
viduals With  Respect  to  Whom  Information 
Is  Required.— Every  person  required  to 
make  a  return  under  subsection  (a)  shall 
furnish  to  each  individual  whose  name  is  re- 
quired to  be  set  forth  in  such  return  a  writ- 
ten statement  showing— 

"(1)  the  name  and  address  of  the  person 
required  to  make  such  return,  and 

"(2)  the  aggregate  amount  of  interest  de- 
scribed in  subsection  (a)(2)  received  by  the 
person  required  to  make  such  return  from 
the  individual  to  whom  the  statement  is  re- 
quired to  be  furnished. 
The  umtten  statement  required  under  the 
preceding  sentence  shall  be  furnished  on  or 
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before  January  31  of  the  year  following  the 
calendar  year  for  which  the  return  under 
sut>section  (a)  was  required  to  be  mode. " 

(12)  Subsection  (e)  of  section  60S0I  is 
amended  to  read  as  follows: 

"(e)  Statements  To  Be  Furnished  to  Per- 
sons With  Respect  to  Whom  Information  Is 
Required.— Every  person  required  to  make  a 
return  under  subsection  (a)  shall  furnish  to 
each  person  whose  name  is  required  to  be  set 
forth  in  such  return  a  written  statement 
showing— 

"(1)  the  name  and  address  of  the  person 
required  to  make  such  return,  and 

"(2)  the  aggregate  amount  of  cash  de- 
scribed in  subsection  (a)  received  by  the 
person  required  to  make  such  return. 
The  written  statement  required  under  the 
preceding  sentence  shall  be  furnished  to  the 
person  on  or  before  January  31  of  the  year 
following  the  calendar  year  for  which  the 
return  under  subsection  (a)  was  required  to 
be  made. " 

(13)  Subsection  (b)  of  section  60S0K  is 
amended  to  read  as  follows: 

"(b)  Statements  To  Be  Furnished  to 
Transferor  and  Transferee.— Every  part- 
nership required  to  make  a  return  under 
subsection  (a)  shall  furnish  to  each  person 
whose  name  is  required  to  be  set  forth  in 
such  return  a  written  statement  showing— 

"(II  the  name  and  address  of  the  partner- 
ship required  to  make  such  return,  and 

"(2)  the  information  required  to  be  shown 
on  the  return  with  respect  to  such  person. 
The  written  statement  required  under  the 
preceding  sentence  shall  be  furnished  to  the 
person  on  or  before  January  31  of  the  year 
following  the  calendar  year  for  which  the 
return  under  subsection  (a)  was  required  to 
be  made." 

(14)  Subsection  (b)  of  section  6052  is 
amended  to  read  as  follows: 

"(b)  Statements  To  Be  Furnished  to  Em- 
ployees With  Respect  to  Whom  Informa- 
tion Is  Required.— Every  employer  required 
to  make  a  return  under  subsection  (a)  shall 
furnish  to  each  employee  whose  name  is  re- 
quired to  be  set  forth  in  such  return  a  writ- 
ten statement  showing  the  cost  of  the  group- 
term  life  insurance  shovm  on  such  return. 
The  written  statement  required  under  the 
preceding  sentence  shall  be  furnished  to  the 
employee  on  or  before  January  31  of  the  year 
following  the  calendar  year  for  which  the 
return  under  subsection  (a)  u)as  required  to 
lye  made. " 

(15)  Subsection  (a)  of  section  6034A  is 
amended— 

(A)  by  striking  out  "making  the  return  re- 
quired to  be  filed"  and  inserting  in  lieu 
thereof  "required  to  file  a  return", 

(B)  by  striking  out  "was  filed"  and  insert- 
ing in  lieu  thereof  "was  required  to  l>e  filed", 
and 

(C)  by  striking  out  "shown  on  such 
return"  and  inserting  in  lieu  thereof  "re- 
quired to  be  shown  on  such  return". 

(16)  Sul>section  (b)  of  section  6031  (relat- 
ing to  return  of  partnership  iricome)  is 
amended— 

(A)  try  striking  out  "uxis  filed"  and  insert- 
ing in  lieu  thereof  "was  required  to  l>e  filed", 
and 

(B)  tni  striking  out  "shown  on  such 
return"  and  inserting  in  lieu  thereof  "re- 
quired to  be  shown  on  such  return". 

(d)  CoNFORMiNO  Amendments.— 

(1)(A)  Section  6652  is  amended— 

(i)  by  striJcing  out  subsection  (a)  and  by 
redesignating  subsections  (b)  through  (k)  as 
subsections  (a)  through  (j),  respectively,  and 

(ii)  b»  striking  out  "Other  Returns"  in 
the  heading  of  subsection  (a)  (as  so  redesig- 
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natedf  and  inserting  in  lieu  thereof  "Rm- 
TURNS  With  Respect  to  Certain  Payhents 
AaQREOATiNa  Less  Than  $10". 

IB)  Subsection  (g)  of  section  219  is  amend- 
ed by  striking  out  "section  66S2(h}"  and  in- 
serting in  lieu  thereof  "section  66S2(gJ". 

(C)  Sections  6033(eJ.  6034(cJ,  and  6043(c) 
are  each  amended  by  striking  out  "section 
6652(d)"  and  inserting  in  lieu  thereof  "sec- 
tion 66S2(c)". 

(D)  Section  6047(e)(1)  and  60S8(f)  are  each 
amended  by  striking  out  "section  66S2(f)" 
and  inserting  in  lieu  thereof  "section 
66S2(e)". 

(E)  Paragraph  (1)  of  section  60SOC(d)  U 
amended  by  striking  out  "section  66S2(b)" 
and  inserting  in  lieu  thereof  "section  6722". 

(F)  Subsection  (g)  of  section  60S  7  is 
amended  by  striking  out  "section  66S2(e)" 
and  inserting  in  lieu  thereof  "section 
66S2(d)". 

(2)  Section  6678  is  hereby  repealed. 

(3)  Subchapter  B  of  chapter  68  is  amended 
by  iTiserting  after  the  subchapter  heading 
the  following: 

"Part  I.  General  provisions. 
"Part  II.  Failure  to  file  certain  information 
returns  or  statements. 
-PART I— GENERAL  PROVISIONS". 

(4)  The  tabU  of  sections  for  subchapter  B 
Of  chapter  68  (as  in  effect  before  the  amend- 
ment made  by  paragraph  (3))  is  amended  by 
striking  out  the  item  relating  to  section 
6678. 

(e)  EmcnvE  Date.— The  amendments 
made  by  this  section  shall  apply  to  returns 
the  due  date  for  which  (determined  without 
regard  to  extensions)  is  after  December  31, 
1986,  except  that  the  amendments  made  by 
«ii6»ectto7W  (c)(2).  (c)(3),  and  (c)(S)  shall 
apply  to  returns  the  due  for  which  (deter- 
mined without  regard  to  extensions)  is  after 
the  date  of  the  enactment  of  this  Act 

SEC  ISM.  INCKEASE  IN  PENALTY  FOR  FAILURE  TO 
PAY  TAX. 

(a)  General  Rvle.— Section  66S1  (relating 
to  failure  to  file  tax  return  or  to  pay  tax)  is 
amended  by  redesignating  subsection  (d)  as 
subsection  (e)  and  by  inserting  after  stU>sec- 
tion  (c)  the  following  new  subsection: 

"(d)  Increase  in  Penalty  for  Failvre  To 
Pay  Tax  in  Certain  Cases.— 

"(1)  In  general.— In  the  case  of  each 
month  (or  fraction  thereof)  beginning  after 
the  day  descrOted  in  paragraph  (2)  of  this 
subsection,  paragraphs  (2)  and  (3)  of  subsec- 
tion (a)  shaU  be  applied  by  substUtUing  '1 
percent'  for  'O.S  percent'  each  place  it  ap- 
pears. 

"(2)  Description.— For  purposes  of  para- 
graph (1),  the  day  described  in  this  para- 
graph is  the  earlier  of— 

"(A)  the  day  10  days  after  the  daU  on 
u^ich  notice  is  given  under  section  6331(d), 
or 

"(B)  the  day  on  which  notice  and  demand 
for  immediaU  payment  is  given  under  the 
last  sentence  of  section  6331(a). " 

(b)  Repeal  of  Certain  Reduction  in  Fail- 
ure To  Pay  Penalty.— Paragraph  (1)  of  sec- 
tion 66Sl(c)  is  amended  to  read  as  follows: 

"(1)  Additions  under  more  than  one  para- 
aRArH.—WiOi  respect  to  any  return,  the 
amount  of  the  addition  under  paragrajA  (1) 
of  subsection  (a)  shall  be  reduced  by  the 
amount  of  the  addition  under  paragraph  (2) 
of  subsection  (a)  for  any  month  (or  fraction 
thereof)  to  whUA  an  addition  to  tax  applies 
under  both  paragraphs  (1)  and  (2).  In  any 
ease  described  in  the  last  sentence  of  subsec- 
tion (a),  the  amount  of  the  addition  under 
paragraph  (1)  of  subsection  (a)  shaU  not  be 
reduced  under  the  preceding  sentence  below 
the  amount  provided  in  such  last  sentence. " 


(c)  Effective  Dates.— 

(1)  Subsection  (a).— The  amendments 
made  by  subsection  (a)  shall  apply— 

(A)  to  failures  to  pay  u>hich  begin  after  De- 
cember 31,  1986,  and 

(B)  to  failures  to  pay  which  begin  on  or 
before  December  31,  1986,  if  after  December 
31,  1986- 

(i)  notice  (or  renotice)  under  section 
6331(d)  of  the  Internal  Revenue  Code  of  1954 
is  given  with  respect  to  such  failure,  or 

(ii)  notice  and  demand  for  immediate  pay- 
ment of  the  underpayment  is  made  under 
the  last  sentence  of  section  6331(a)  of  such 
Code. 

In  the  case  of  a  failure  to  pay  descTH>ed  in 
subparagraph  (B),  paragraph  (2)  of  section 
6651  (d)  of  such  Code  (as  added  by  subsec- 
tion (a))  shall  be  applied  by  taking  into  ac- 
count the  first  notice  (or  renotice)  after  De- 
cember 31, 1986. 

(2)  Subsection  (b).—The  amendment  made 
by  subsection  (b)  shall  apply  to  amounts  as- 
sessed after  December  31.  1986,  with  respect 
to  failures  to  pay  which  begin  before,  on,  or 
after  such  dale. 

SEC  issi.  amendments  to  penalty  for  negu- 

GENCE  AND  FRAUD. 

(a)  General  Rule.— Section  6653  (relating 
to  failure  to  pay  tax)  is  amended  by  striking 
out  subsections  (a)  and  (b)  and  inserting  in 
lieu  thereof  the  following: 

"(a)  Neouqence.— 

"(1)  In  general.— If  any  part  of  any  under- 
payment (as  defined  in  subsection  (c))  is 
due  to  negligence  or  disregard  of  rules  or 
regulatioru,  there  shall  be  added  to  the  tax 
an  amount  equal  to  the  sum  of— 

"(A)  5  percent  of  the  underpayment,  and 

"(B)  an  amount  equal  to  SO  percent  of  the 
interest  payable  under  section  6601  with  re- 
spect to  the  portion  of  such  underpayment 
which  is  attributable  to  negligence  for  the 
period  beginning  on  the  last  date  prescribed 
by  law  for  payment  of  such  underpayment 
(determined  without  regard  to  any  exten- 
sion) arui  ending  on  the  date  of  the  assess- 
ment of  the  tax  (or,  if  earlier,  the  date  of  the 
payment  of  the  tax). 

"(2)  Underpayment  TAKEN  INTO  account  RE- 
DUCED BY  PORTION  ATTRIBUTABLE  TO  FRAUD.— 

There  shall  not  be  taken  into  account  under 
this  su{u«ctton  any  portion  of  an  underpay- 
ment attributable  to  fraud  with  respect  to 
u>hich  a  penalty  is  imposed  under  subsec- 
tion (b). 

"(3)  NEGUGENCE.—For  purposcs  of  this 
subjection,  the  term  "negligence"  includes 
any  failure  to  make  a  reasonable  attempt  to 
comply  with  the  provisioru  of  this  title,  and 
the  term  'disregard'  includes  ony  careless, 
reddess,  or  intentional  disregard. 

"(b)  Fraud.— 

"(1)  In  general.— If  any  part  of  any  under- 
payment (as  defined  in  subsection  (c))  of  tax 
required  to  be  shoum  on  a  return  is  due  to 
fraud,  there  shall  be  added  to  the  tax  an 
amount  equal  to  the  sum  of— 

"(A)  75  percent  of  the  portion  of  the  under- 
payment which  is  attributable  to  fraud,  and 

"(B)  an  amount  equal  to  SO  percent  of  the 
interest  payable  under  section  6601  with  re- 
spect to  such  portion  for  the  period  begin- 
ning on  the  last  day  prescribed  by  law  for 
payment  of  such  underpayment  (determined 
without  regard  to  any  extension)  and 
ending  on  the  dale  of  the  assessment  of  the 
tax  or,  if  earlier,  the  date  of  the  payment  of 
thetax. 

"(2)  Determination  of  portion  attributa- 
ble TO  fraud.— If  the  Secretary  establishes 
that  any  portion  of  an  underpayment  is  ot- 
tributabUe  to  fraud,  the  entire  underpayment 
ShaU  be  treated  as  attributable  to  fraud. 


except  with  respect  to  any  portion  of  the  un- 
derpayment which  the  taxpayer  establishes 
is  not  attributable  to  fraud. 

"(3)  Special  rule  for  joint  returns.— In 
the  case  of  a  joint  return,  this  subsection 
shall  not  apply  with  respect  to  a  spouse 
unless  some  part  of  the  underpayment  is  due 
to  the  fraud  of  such  spouse." 

(b)  Special  Rule  for  Interest  or  Dividend 
Payments  Extended  to  Other  Amounts 
Shown  on  Information  Returns.— Subsec- 
tion (g)  of  section  6653  (relating  to  special 
rule  in  the  case  of  interest  or  diiridend  pay- 
ments) is  amended  to  read  as  follows: 

"(g)  Special  Rule  for  Amounts  Shown  on 
Information  Returns.— If— 

"(1)  any  amount  is  shown  on— 

"(A)  an  information  return  (as  defined  in ' 
section  6724(d)(1)),  or 

"(B)  a  return  filed  under  section  6031.  sec- 
tion 6037,  section  6012(a)  by  an  estate  or 
trust,  section  6050B,  or  section  6050E,  and 

"(2)  the  payee  (or  other  person  with  re- 
spect to  whom  the  return  is  made)  fails  to 
properly  show  such  amount  on  his  return, 
any  portion  of  an  underpayment  attributa- 
ble to  such  failure  shall  be  treated,  for  pur- 
poses of  subsection  (a),  as  due  to  negligence 
in  the  absence  of  clear  and  convincing  evi- 
dence to  the  contrary. " 

(c)  Conforming  Amendments.— 

(1)  Subsection  (d)  of  section  6222  is 
amended  by  striking  out  "intentional  or 
negligent". 

(2)  Subsection  (d)  of  section  6653  is 
amended  by  striking  out  "same  underpay- 
ment" and  inserting  in  lieu  thereof  "portion 
of  the  underpayment  which  is  attributable 
to  fraud". 

(3)  Subsection  (f)  of  section  66S3  is 
amended  by  striking  out  "or  intentional  dis- 
regard of  rules  and  regulations  (but  unthout 
intent  to  defraud)". 

(d)  Change  in  Section  Heading.— 

(1)  The  heading  for  section  6653  (relating 
to  failure  to  pay  tax)  is  amended  to  read  as 
foUows: 

'SEC  s$u  additions  to  tax  for  nbgugence 

AND  fraud. ' 

(2)  The  item  relating  to  section  6653  in  the 
table  of  sections  for  subpart  A  of  chapter  68 
is  amended  to  read  as  follows: 

"Sec  6653.  Additions  to  tax  for  negligence 
and  fraud  " 

(e)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  returns 
the  due  date  for  which  (determined  without 
regard  to  extensioru)  is  after  December  31, 
1986. 

SEC  l$*4.  INCREASE  IN  PENALTY  FOR  SUBSTANTIAL 
UNDERSTA  TEMBNT  OF  U ABILITY. 

(a)  In  General.— Subsection  (a)  of  section 
6661  (relating  to  substantial  understatement 
of  liability)  is  amended  by  striking  out  "10 
percent"  and  inserting  in  lieu  thereof  "20 
percent". 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  returns 
the  due  dale  for  which  (determined  unthout 
regard  to  extensions)  is  after  December  31, 
1986. 

SmMOe  B—Imttrest  Prtvisiems 
SEC  ItIL  DIFFERENTIAL  INTEREST RATK. 

(a)  General  Rule.— Section  6621  (relating 
to  determination  of  rate  of  interest)  is 
amended  by  striking  out  subsections  (a),  (b), 
and  (c)  and  inserting  in  lieu  thereof  the  fol- 
lowing: 

"(a)  General  Rule.— 
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"(1)  OvutPAYtOMT  1UTK.—The  Overpayment 
rate  establiahed  under  thU  section  thall  be 
the  turn  of— 

"<A)  the  short-term  Federal  rate  deter- 
mined under  subsection  <b),  plus 

"(B)  2  percentage  points. 

"(2)  VHDUtPAYMEtfT  RATE.— The  Underpay- 
ment rate  established  under  this  section 
shall  be  the  sum  of— 

"(A)  the  short-term  Federal  rate  deter- 
mined under  subsection  (b),  plus 

"(B)  3  percentage  points. 

"(b)  Short-Term  Federal  Rate.— For  pur- 
poses of  this  section— 

"(1)  General  RVLE.—The  Secretary  shaU 
determine  the  short-term  Federal  rate  for  the 
first  month  in  each  calendar  quarter. 

"(2)  Period  dvrino  which  rate  applies.— 

"(A)  In  oeneral.— Except  as  provided  in 
suttparagraph  (B),  the  Federal  shoH-term 
rate  determined  under  paragraph  (I)  for  any 
month  shall  apply  during  the  first  calendar 
quarter  beginning  after  such  month. 

"(B)  Special  rule  for  individual  estimated 
TAX.— In  determining  the  addition  to  tax 
under  section  66S4  for  failure  to  pay  esti- 
mated tax  for  any  taxable  year,  the  Federal 
short-term  rate  which  applies  during  the  3rd 
month  following  such  taxable  year  shaU  also 
apply  during  the  first  IS  days  of  the  4th 
month  following  such  taxable  year. 

"(3)  Federal  short-term  rate.— The  Feder- 
al short-term  rate  for  any  month  shall  be  the 
Federal  short-term  rate  determined  during 
such  month  by  the  Secretary  in  accordance 
U)ith  section  1274(d).  Any  such  rate  shall  be 
rounded  to  the  nearest  full  percent  (or,  if  a 
multiple  ofy^ofl  percent,  such  rate  shall  be 
increased  to  the  next  highest  full  percent). " 

(b)  Coordination  by  REOuiATioN.-The 
Secretary  of  the  Treasury  or  his  delegate 
may  issue  regulations  to  coordinate  section 
6621  of  the  Internal  Revenue  Code  of  1954 
(as  amended  by  this  section)  with  section 
6601(f)  of  such  Code.  Such  regulations  shall 
not  apply  to  any  period  after  the  date  3 
years  after  the  date  of  the  enactment  of  this 
Act 

(c)  Technical  Amendments.— 

(1)  Section  6621  is  amended— 

(A)  by  redesignating  subsection  (d)  as  sulh 
section  (c),  and 

(B)  by  stritnng  out  "the  adjusted  rate  es- 
tablished under  subsection  (b)"  in  subsec- 
tion (c)(1)  (as  so  redesignated)  and  inserting 
in  lieu  thereof  "the  underpayment  rate  es- 
tablished under  this  section",  and 

(C)  by  striking  out  "annual"  in  subsecton 
(c)(1)  (as  so  redesignated). 

(2)  Subparagraph  (G)  of  section  47(d)(3)  is 
amended  by  striking  out  "determined  under 
section  6621"  and  inserting  in  lieu  thereof 
"determined  at  the  underpayment  rate  es- 
tablished under  section  6621". 

(3)  The  last  sentence  of  section 
48(d)(6)(C)(ii)  (defining  at  risk  percentage) 
is  amended  by  striking  out  "the  rate"  and 
inserting  in  lieu  thereof  "the  underpayment 
rate". 

(4)  Subparagraph  (B)  of  section  167(qJ(2) 
is  amended  by  striking  out  "at  the  rate  de- 
termined under  section  6621 "  and  inserting 
in  lieu  thereof  "at  the  underpayment  rate  es- 
toMis/ted  under  section  6621 ". 

(5)  SiUtparagraph  (B)  of  section  644(a)(2) 
is  amended  by  striking  out  "the  annual  rate 
esUMished  under  section  6621"  and  insert- 
ing in  lieu  thereof  "the  underpayment  rate 
established  under  section  6621". 

(6)  Subparagraph  (A)  of  section  8S2(e)(3) 
is  amended  by  striking  out  "the  annual  rate 
established  under  section  6621 "  and  insert- 
ing in  lieu  thereof  "the  underpayment  rate 
established  under  section  6621 ". 


(7)  Paragraph  (2)  of  section  4497(c)  U 
amended  by  striking  out  "at  rates  deter- 
mined under  section  6621 "  and  inserting  in 
lieu  thereof  "at  the  underpayment  rate  es- 
tablished under  section  6621 ". 

(8)  Subsection  (e)  of  section  6214  is 
amended  6v  striking  out  "section 
6621(d)(4)"  and  inserting  in  lieu  thereof 
"section  6621(c)(4)". 

(9)  Paragraph  (1)  of  section  6332(c)  U 
amended  by  striking  out  "an  annual  rate  es- 
tablished under  section  6621 "  and  inserting 
in  lieu  thereof  "the  underpayment  rate  es- 
tablished under  section  6621 ". 

(10)  Subsection  (c)  of  section  6343  is 
amended  by  striking  out  "an  annual  rate  es- 
tablished under  section  6621 "  and  inserting 
in  lieu  thereof  "the  overpayment  rate  estab- 
lished under  section  6621 ". 

(11)  Subsection  (a)  of  section  6601  is 
amended  by  striking  out  "an  annual  rate  es- 
tablished under  section  6621 "  and  inserting 
in  lieu  thereof  "the  underpayment  rate  es- 
tablished under  section  6621 ". 

(12)  Section  6602  is  amended  by  striking 
out  "an  annual  rate  established  under  sec- 
tion 6621 "  and  inserting  in  lieu  thereof  "the 
underpayment  rate  established  under  sec- 
tion 6621 ". 

(13)  Subsection  (a)  of  section  6611  is 
amended  by  striking  out  "an  annual  rate  es- 
tablished under  section  6621 "  and  inserting 
in  lieu  thereof  "the  overpayment  rate  estab- 
lished under  section  6621 ". 

(14)  Paragraph  (1)  of  section  6654(a)  is 
amended  by  strUcing  out  "the  applicable 
annual  rate  established  under  section  6621 " 
ond  inserting  in  lieu  thereof  "the  underpay- 
ment rate  established  under  section  6621 ". 

(15)  Paragraph  (1)  of  section  66S5(a)  is 
amended  by  striking  out  "the  rate  estab- 
lished under  section  6621 "  and  inserting  in 
lieu  thereof  "the  underpayment  rate  estab- 
lished under  section  6621 ". 

(16)  Subsection  (g)  of  section  7426  is 
amended  by  striking  out  "an  annual  rate  es- 
tablished under  section  6621 "  ond  inserting 
in  lieu  thereof  "the  overpayment  rate  estab- 
lished under  section  6621 ". 

(17)  Section  1961(c)(1)  of  title  28,  United 
States  Code,  is  amended  by  striking  out  "a 
rate  establislied  under  section  6621 "  and  in- 
serting in  lieu  thereof  "the  underpayment 
rate  or  overpayment  rate  (whichever  is  ap- 
propriate) established  under  section  6621 ". 

(18)  Section  2411  of  title  28,  United  States 
Code,  is  amended  by  striking  out  "an 
annual  rate  establisfied  under  section  6621 " 
ond  inserting  in  lieu  thereof  "the  overpay- 
ment rate  established  under  section  6621". 

(d)    Effective    Date.— The    amendments 
made  by  this  section  shall  apply  for  pur- 
poses of  determining  interest  for  periods 
after  December  31,  1986. 
SBC.  isit  intbrest  on  accvmvlatbd  earnings 

TAX  TO  ACCRVB  BEGINNING  ON  BATE 
RETVRN  IS  DUE. 

(a)  In  General.— Subsection  (b)  of  section 
6601  (relating  to  last  date  prescribed  for 
payment)  is  amended  by  redesignating  para- 
graph (4)  as  paragraph  (5)  and  by  inserting 
after  paragraph  (3)  the  following  new  para- 
graph: 

"(4)  Accumulated  earninos  tax.— In  the 
case  of  the  tax  imposed  by  section  531  for 
any  taxable  year,  the  last  date  prescribed  for 
payment  shall  be  deemed  to  be  the  due  date 
(without  regard  to  extensions)  for  the  return 
of  tax  imposed  by  subtitle  A  for  such  taxable 
year. " 

(b)  Effective  Date.— The  amendments 
made  by  this  section  shaU  apply  to  returns 
the  due  date  for  which  (determined  without 
regard  to  extensions)  is  after  December  31, 
198S. 


SmUitk  C—lmformtM»H  Reportint  Provisions 

SBC  liti.  reqvirbmbnt  of  reporting  for  real 
estate  transactions. 

(a)  General  Rule.— Section  6045  (relating 
to  returns  of  brokers)  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsec- 
tion: 

"(e)  Return  Required  in  the  Case  of  Real 
Estatt  Transactions.— 

"(1)  In  aENERAL.—In  the  case  of  a  real 
estate  transaction,  the  real  estate  broker 
shaU  file  a  return  under  subsection  (a)  and 
a  statement  under  subsection  (b)  uHth  re- 
spect to  such  transaction. 

"(2)  Real  estate  broker.— For  purposes  of 
this  subsection,  the  term  'real  estate  broker' 
means  any  of  the  following  persons  involved 
in  a  real  estate  transaction  in  the  following 
order: 

"(A)  the  person  (including  any  attorney  or 
title  company)  responsible  for  closing  the 
transaction, 

"(B)  the  mortgage  lender, 

"(C)  the  seller's  broker, 

"(D)  the  buyer's  broker,  or 

"(E)  such  other  person  designated  in  regu- 
lations prescribed  by  the  Secretary. 
Any  person  treated  as  a  real  estate  broker 
under  the  preceding  sentence  shall  be  treated 
as  a  broker  for  purposes  of  subsection 
(c)(1). " 

(b)  Backup  Withholding  Requirements.— 
Paragraph  (5)  of  section  3406(h)  (relating  to 
other  definitions  and  special  rules)  is 
amended  by  adding  at  the  end  thereof  the 
foUowing  new  subparagraph' 

"(D)  Real  estate  broker  not  treated  as  a 
BROKER.— Except  as  provided  by  regulations, 
such  term  shaU  not  include  any  real  estate 
broker  (as  defined  in  section  604S(e)(2))". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  stiaU  apply  to  real 
estate  transactions  closing  after  December 
31. 1986. 

SEC.  isn  information  reporting  on  persons 

RECEIVING  CONTRACTS  FROM  CERTAIN 
FEDERAL  AGENCIES 

(a)  In  General.— Subpart  B  of  part  III  of 
subchapter  A  of  chapter  61  (relating  to  infor- 
mation concerning  transactions  with  other 
persons)  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

-SEC  ttStM.  RETURNS  RELATING  TO  PERSONS  RE- 
CEIVING contracts  from  FEDERAL 
EXECUTIVE  AGENCIES. 

"(a)  Requirement  of  REPORTiNo.-The 
head  of  every  Federal  executive  agency 
which  enters  into  any  contract  shaU  malce  a 
return  (at  such  time  and  in  such  form  as  the 
Secretary  may  by  regulations  prescribe)  set- 
ting forth— 

"(1)  the  name,  address,  and  TIN  of  each 
person  unth  which  such  agency  entered  into 
a  contract  during  the  calendar  year,  and 

"(2)  such  other  information  as  the  Secre- 
tary may  require. 

"(b)  Federal  Executive  AoENCY.—For  pur- 
poses of  this  section,  the  term  'Federal  exec- 
utive agency'  means— 

"(1)  any  executive  agency  (as  defined  in 
section  105  of  title  5,  United  States  Code) 
other  than  the  General  Accounting  Office, 

"(2)  any  military  department  (as  defined 
in  section  102  of  such  title),  and 

"(3)  the  United  States  Postal  Service  and 
the  Postal  Rate  Commission. 

"(c)  Authority  To  Extend  Rbportinq  to 
Licenses  and  Subcontracts.— To  the  extent 
provided  in  regulations,  this  section  also 
shall  apply  to— 

"(1)  licenses  granted  by  Federal  executive 
agencies,  and 
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"(2)  svbcontracta  under  contraxits  to 
which  subsection  (a)  applies. 

"(d)  AvTHORirr  To  Prescribe  Mamnm 
Amounts.— This  section  shall  not  apply  to 
contracts  or  licenses  in  any  class  which  are 
below  a  minimum  amount  or  value  which 
may  be  prescribed  by  the  Secretary  by  regu- 
lations for  such  class. " 

(b)  Clerical  Amendment.— The  table  of  sec- 
tions for  such  subpart  B  is  amended  by 
adding  at  the  end  thereof  the  following  new 
item: 

"Sec.  60S0M.  Returns  relating  to  persons  re- 
ceiving contracts  froim  Federal 
executive  agencies. " 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  contracts 
(and  subcontracts)  entered  into,  and  li- 
censes granted,  before,  on,  or  after  January 
1, 1987. 

SEC.  ISO.  RETURNS  REGARDING  PA  rMENTS  OF  ROY- 
ALTIES. 

(a)  In  General.— Subpart  B  of  part  III  of 
subchapter  A  of  chapter  61  (relating  to  infor- 
mation concerning  transactions  toith  other 
persons)  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

"SEC  ttSSN.  RETURNS  REGARDING  PAYMENTS  OF 
ROYALTIES 

"(a)  Requirement  or  Reportino.— Every 
person— 

"(1)  who  makes  payments  of  royalties  (or 
similar  amounts)  aggregating  $10  or  more 
to  any  other  person  during  any  calendar 
year,  or 

"(2)  who  receives  payments  of  royalties  (or 
similar  amounts)  as  a  nominee  and  who 
makes  payments  aggregating  $10  or  more 
during  any  calendar  year  to  any  other 
person  with  respect  to  the  royalties  (or  simi- 
lar amounts)  so  received, 
shall  make  a  return  according  to  the  forms 
or  regulations  prescribed  by  the  Secretary, 
setting  forth  the  aggregate  amount  of  such 
payments  and  the  name  and  address  of  the 
person  to  whom  paid. 

"(b)  Statements  To  Be  Furnished  to  Per- 
sons With  Respect  to  Whom  Information  Is 
Furnished.— Every  person  required  to  make 
a  return  under  subsection  (a)  shall  furnish 
to  each  person  whose  name  is  required  to  be 
set  forth  in  such  return  a  written  statement 
showing— 

"(1)  the  name  and  address  of  the  person 
required  to  make  such  return,  and 

"(2)  the  aggregate  amount  of  payments  to 
the  person  required  to  be  shown  on  such 
return. 

The  written  statement  required  under  the 
preceding  sentence  shall  be  furnished  (either 
in  person  or  in  a  statement  mailing  by  first- 
class  mail  which  includes  adequate  notice 
that  the  statement  is  enclosed)  to  the  person 
on  or  before  January  31  of  the  year  follow- 
ing the  calendar  year  for  which  the  return 
under  subsection  (a)  was  made  and  shall  be 
in  such  form  as  the  Secretary  may  prescribe 
by  regulations. 

"(c)  Exception  for  Payments  to  Certain 
Persons.— Except  to  the  extent  otherwise 
provided  in  regulations,  this  section  shall 
not  apply  to  any  amount  paid  to  a  person 
described  in  subparagraph  (A),  (B),  (C),  (D), 
(E),  or  (F)  of  section  6049(b)(4)." 

(b)  CONFORMINQ  AMENDMENTS.— 

(1)  Paragraph  (3)  of  section  3406(b)  (relat- 
ing to  backup  withholding)  is  amended— 

(A)  by  striking  out  "or"  at  the  end  of  sub- 
paragraph (C), 

(B)  by  striking  out  the  period  at  the  end  of 
stUtparagraph  (D)  and  inserting  in  lieu 
thereof  ".  or",  and 

(C)  by  adding  at  the  end  thereof  the  follow- 
ing new  subparagraph: 


"(E)  section  60S0N  (relating  to  payments 
of  royalties)." 

(2)  Subsection  (a)  of  section  6041  (relating 
to  information  at  source)  is  amended  by 
striking  out  "or  6049(a)"  and  inserting  in 
lieu  thereof  "6049(a).  or  6050N(a)". 

(3)  Section  6676  (relating  to  failure  to 
supply  identifying  numbers)  is  amended— 

(A)  by  striking  out  "or  6049"  in  subsection 
(a)(3)  and  inserting  in  lieu  thereof  "6049,  or 
60S0N", 

(B)  by  striking  out  "or  6049"  in  subsection 
(b)(1)(A)  and  inserting  in  lieu  thereof  "6049, 
or  60S0N",  and 

(C)  by  striking  out  "and  Dividend"  in  the 
heading  for  subsection  (b)  and  inserting  in 
lieu  thereof  ",  Dividends,  and  Royalties". 

(c)  Clerical  Amendment.— The  table  of  sec- 
tions of  sul>part  B  of  part  III  of  subchapter 
A  of  chapter  61  is  amended  by  adding  at  the 
end  thereof  the  following  new  item: 

"Sec.  60S0N.  Returns  regarding  payments  of 
royalties. " 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  irith  respect 
to  payments  made  after  December  31,  1986. 

SEC.     IS14.     TINS    REQUIRED     FOR     DEPENDENTS 
CLAIMED  ON  TAX  RETURNS 

(a)  General  Rule.— Section  6109  (relating 
to  identifying  numbers)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subsection: 

"(e)  FuRNisHiNO  Number  for  Certain  De- 

PENDENTS.—U- 

"(1)  any  taxpayer  claims  an  exemption 
under  section  ISl  for  any  dependent  on  a 
return  for  any  taxable  year,  and 

"(2)  siLch  dependent  has  attained  the  age 
of  5  years  be/ore  the  close  of  such  taxable 
year, 

such  taxpayer  shall  include  on  such  return 
the  identifying  number  (for  purposes  of  this 
title)  of  such  dependent " 

(b)  Penalty  for  Failure  To  Supply  TIN.— 
Section  6676  (relating  to  failure  to  supply 
identifying  numbers)  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsec- 
tion: 

"(e)  Penalty  for  Failure  To  Supply  TIN 
or  Dependent.— 

"(1)  In  OENERAL.—U  any  person  required 
under  section  6109(e)  to  include  the  TIN  of 
any  dependent  on  his  return  fails  to  include 
such  number  on  such  return  (or  includes  an 
incorrect  number),  such  person  shall,  unless 
it  is  shown  that  such  failure  is  due  to  rea- 
sonable cause  and  not  willful  neglect,  pay  a 
penalty  of  $S  for  each  such  failure. 

"(2)  Subsection  <a)  not  to  apply.— Subsec- 
tion (a)  shall  not  apply  to  any  failure  de- 
scribed in  paragraph  (1)  of  this  subsection." 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  returns 
the  due  date  for  which  (determined  without 
regard  to  extensions)  is  after  December  31, 
1987. 

SEC.  ists.  tax-exempt  interest  required  to  be 
shown  on  return. 

(a)  In  General.— Section  6012  (relating  to 
persons  required  to  make  returns  of  income) 
is  amended  by  redesignating  subsection  (d) 
as  subsection  (e)  by  inserting  after  subsec- 
tion (c)  the  following  new  subsection: 

"(d)  Tax-Exempt  Interest  Required  To  Be 
Shown  on  Return.— Every  person  required 
to  file  a  return  under  this  section  for  the 
taxable  year  shall  include  on  such  return  the 
amount  of  interest  received  or  accrued 
during  the  taxable  year  which  is  exempt 
from  the  tax  imposed  by  chapter  1. " 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  tax- 
able years  beginning  after  December  31, 
1986. 


SublUU  D—PrwUion$  Relatbif  to  Tax  Shelters 

SEC  IS3L  MODIFICATION  OF  TAX  SHELTER  RATIO 
TEST  FOR  REGISTRATION  OF  TAX 
SHELTERS 

(a)  In  General.— Subparagraph  (A)  of  sec- 
tion 6111(c)(2)  (defining  tax  shelter  ratio)  is 
amended  by  strilcing  out  "200  percent"  and 
inserting  in  lieu  thereof  "350  percent". 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  any  tax 
shelter  (tnthin  the  meaning  of  section  6111 
of  the  Internal  Revenue  Code  of  1986  as 
amended  by  this  section)  interests  in  which 
are  first  offered  for  sale  after  December  31, 
1986  take  effect  on  January  1,  1987. 

SEC.  liit  INCREASED  PENALTY  FOR  FAILURE  TO 
REGISTER  TAX  SHELTERS. 

(a)  In  General.— Paragraph  (2)  of  sectwn 
6707(a)  (relating  to  penalty  for  failure  to 
register  tax  shelters)  is  amended  to  read  as 
follows: 

"(2)  Amount  of  penalty.— The  penalty  im- 
posed under  paragraph  (1)  with  respect  to 
any  tax  shelter  shall  be  an  amount  equal  to 
the  greater  of— 

"(A)  1  percent  of  the  aggregate  amount  in- 
vested in  such  tax  shelter,  or 

"(B)  tSOO  " 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  failures 
yyith  respect  to  tax  stielters  interests  in 
which  are  first  offered  for  sale  after  the  date 
of  the  enactment  of  this  Act 

SEC  ISiX  penalty  for  FAILURE  TO  INCLUDE  TAX 
SHELTER  IDENTinCATION  NUMBER  ON 
RETURN  INCREASED  TO  SIS*. 

(a)  In  General.— Paragraph  (2)  of  section 
6707(b)  (relating  to  penalty  for  failure  to 
furnish  tax  shelter  identification  number)  is 
amended  by  striking  out  "$50"  and  insert- 
ing in  lieu  thereof  "$250". 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shaU  apply  to  returns 
filed  after  the  date  of  the  enactment  of  this 
Act 

SEC.  ISU.  INCREASED  PENALTY  FOR  FAILURE  TO 
MAINTAIN  USTS  OF  l.fVESTORS  IN  PO- 
TENTIAUY  ABUSIVE  TAX  SHELTERS. 

(a)  In  General.— Subsection  (a)  of  section 
6708  (relating  to  failure  to  maintain  lists  of 
investors  in  potentially  abusive  tax  shelters) 
is  amended  by  striking  out  "$50,000"  and  in- 
serting  in  lieu  thereof  "$100,000". 

(b)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  failures 
occurring  or  continuing  after  the  date  of  the 
enactment  of  this  Act 

SEC.  liSi.  CLARIFICATION  OF  TREATMENT  OF  SHAM 
OR  FRAUDULENT  TRANSACTIONS 
UNDER  SECTION  U2IIC). 

(a)  Clarification  of  Treatment  of  Sham 
OR  Fraudulent  Transactions.— Subpara- 
graph (A)  of  section  6621(c)(3)  (as  so  redes- 
ignated) is  amended  by  striking  out  "and" 
at  the  end  of  clause  (Hi),  by  strUcing  out  the 
period  at  the  end  of  clause  (iv)  and  inserting 
in  lieu  thereof  ",  and",  and  by  adding  at  the 
end  thereof  the  following  new  clause: 

"(v)  any  sham  or  fraudulent  transaction. " 

(b)  Effective  Date— The  amendment 
made  by  subsection  (a)  shall  apply  to  inter- 
est accruing  after  December  31,  1984;  except 
that  such  amendment  shaU  not  apply  in  the 
case  of  any  underpayment  with  respect  to 
which  there  was  a  final  court  decision 
before  the  date  of  the  enactment  of  this  Act 

SmUUk  E— Estimated  Tax  ProvisiMU 

SEC  IS4L  CURRENT  YEAR  UABIUTY  TEST  IN- 
CREASED FROM  SI  TOM  PERCENT  FOR 
ESTIMATED  TAX  PAYMENTS  BY  INDI- 
VIDUALS. 

(a)  In  General.— Clause  (i)  of  section 
66S4(dJ(l)(B)    (defining    rehired    annual 
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pawmenU  U  amended  by  striking  out  "80 
percent"  each  place  it  appears  and  inserting 
in  lieu  thereof  "90  percent". 

nH  TtCHMKUL  AtaMDMENTS.— 

(It  The  table  contained  in  clause  Hi)  of 
section  66S4(d)(2HC)  (defining  applicable 
percentage)  is  amended— 

(A)  by  striking  out  "20"  and  inserting  <n 
lieu  thereof  "22.5". 

(B)  by  striking  out  "40"  and  iruerting  in 
lieu  thereof  "4S", 

(C)  by  striking  out  "60"  and  inserting  in 
lieu  thereof  "67.S"  and 

(D)  bjf  striking  out  "80"  and  inserting  in 
lieu  thereof  "90". 

(2)  Subparagraph  (C)  of  section  66S4(i)(l) 
(relating  to  special  rules  for  farmers  artd 
fishermen)  is  amended  by  striking  out  "80 
percent"  and  inserting  in  lieu  thereof  "90 
percent". 

(3)  The  table  contained  in  subparagraph 
(Bi  of  section  6654(j)(3)  (relating  to  special 
rules  for  nonresident  aliens)  is  amended— 

(A)  by  striking  out  "40"  and  inserting  in 
lieu  thereof  "45", 

(B)  by  striking  out  "60"  and  inserting  in 
lieu  thereof  "67.5",  and 

(C)  by  striking  out  "80"  and  inserting  in 
lieu  thereof  "90". 

(c)  EmcTTVE  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31.  1986. 

SBC  lUt  CSKTAIN  TAX-EXEMPT  ORGANIZATIOSS 
SVBJECr  TO  CORPORATE  ESTIMATED 
TAXRVLBS. 

(a)  GviEiuL  Rule.— Section  6154  (relating 
to  installment  payments  of  estimated 
income  tax  by  corporations)  is  amended  by 
adding  at  the  end  thereof  the  foUowing  new 
subsection: 

"(h)  Certain  Tax-Exempt  Organizations.- 
For  purposes  of  this  section  and  section 
6655- 

"(1)  any  organization  subject  to  the  tax 
imposed  by  section  511,  and  any  private 
foundation  siUtject  to  the  tax  imposed  by 
section  4940,  shall  be  treated  as  a  corpora- 
tion sutfject  to  tax  under  section  11, 

"(2)  any  tax  imposed  by  section  511  or 
4940  shall  be  treated  as  a  tax  imposed  by 
section  11,  and 

"(3)  any  reference  to  taxable  income  shall 
be  treated  as  including  a  reference  to  unre- 
lated business  taxable  income  or  net  invest- 
ment income  (as  the  case  may  be). " 

(b)  ErrEcnvE  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  tax- 
able years  beginning  after  December  31, 
1986. 

SBC  lUi.  WAIVER  OF  ESTIMATSD  FESALTIES  FOR 
ISet  VNDBRPAYMBNTS  ATTRiaVTABLE 
TO  THIS  ACT. 

No  addition  to  tax  shall  be  made  under 
section  6654  or  6655  of  the  Internal  Revenue 
Code  of  1986  (relating  to  failure  to  pay  esti- 
mated tax)  for  any  period  before  April  16, 
1987  (March  16.  1987.  in  the  case  of  a  tax- 
payer siOject  to  section  6655  of  such  Code), 
vfith  respect  to  any  underpayment,  to  the 
extent  <i(c/i  underpayment  was  created  or 
inereaaed  by  any  provision  of  this  Act 
SMOk  F—Pr^isinu  Rtgvdimg  JudieM 
Prtttdiafs 
SBC   lUI.   UMTTATIONS  ON  AWARDING  OP  COURT 
COSTS  AND  CERTAIN  PEES  MODIFIED 

(a)  Maximum  Dollar  Umttation  Re- 
moved.—Subsection  (b)  of  section  7430  (re- 
lating to  awarding  of  court  costs  atid  cer- 
tain fees)  is  amended  by  striking  out  para- 
graph (1)  and  redesignating  paragraphs  (2), 
(3).  and  (4)  as  paragraphs  (1),  (2),  and  (3), 
reapeetivay. 

(bt  AwAXDma  op  Covrt  Costs  and  Certain 
Feme  Deioed  if  PREVAOMa  Party  Protracts 
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Proceedings.— Section  7430(b)  (relating  to 
limitations  to  awarding  of  court  costs  and 
certain  fees)  is  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 

"(4)  Costs  denied  where  party  prevaiung 
PROTRACTS  proceedings.— No  award  for  rea- 
sonable litigation  costs  may  be  made  under 
subsection  (a)  with  respect  to  any  portion  of 
the  civil  proceeding  during  which  the  pre- 
vailing party  has  unreasonal>ly  protracted 
such  proceeding. " 

(c)  Additional  Limitations  on  Fees  op 
Expert  Witnesses  and  Attorneys.— Sub- 
paragraph (A)  of  section  7430(c)(1)  (defin- 
ing reasonable  litigation  costs)  is  amerided 
to  read  as  follows: 

"(A)  In  aENERAL.—The  term  'reasonable 
litigation  costs'  includes— 

"(i)  reasonable  court  costs,  and 

"(ii)  based  upon  prevailing  market  rates 
for  the  kind  or  quality  of  services  fur- 
nished— 

"(I)  the  reasonable  expenses  of  expert  wit- 
nesses in  connection  unth  the  civil  proceed- 
ing, except  that  no  expert  vntness  shaU  be 
compensated  at  a  rate  in  excess  of  the  high- 
est rate  of  compensation  for  expert  witnesses 
paid  by  the  United  States, 

"(II)  the  reasonable  cost  of  any  study, 
analysis,  engineering  report,  test,  or  project 
which  is  found  by  the  court  to  be  necessary 
for  the  preparation  of  the  party's  case,  and 

"(III)  reasonable  fees  paid  or  incurred  for 
the  services  of  attorneys  in  connection  unth 
the  civU  proceeding,  except  that  such  fees 
shall  not  be  in  excess  of  875  per  hour  unless 
the  court  determines  that  an  increase  in  the 
cost  of  limng  or  a  special  factor,  such  as  the 
limited  availability  of  qualified  attorneys 
for  such  proceeding,  justifies  a  higher  rate. " 

(d)  Definition  of  Prevaiung  Party.— Sub- 
paragraph (A)  of  section  7430(c)(2)  (defin- 
ing prevailing  party)  is  amended— 

(1)  by  striking  out  "was  unreasonable"  in 
clause  (i)  and  inserting  in  lieu  thereof  "was 
not  substantially  justified",  and 

(2)  by  strikng  out  "and"  at  the  end  of 
clause  (i),  by  striking  out  the  period  at  the 
end  of  clause  (ii)  and  inserting  in  lieu  there- 
of, and",  and  by  adding  at  the  end  thereof 
the  following  new  clause' 

"(Hi)  meets  the  requirements  of  section 
504(b)(1)(B)  of  title  5,  United  States  Code 
(as  in  effect  on  the  date  of  the  enactment  of 
the  Tax  Reform  Act  of  1986  and  applied  by 
ttiking  into  account  the  commencement  of 
the  proceeding  described  in  sultsection  (a)  in 
lieu  of  the  initiation  of  the  adjudication  re- 
ferred to  in  such  section). " 

(e)  Position  of  United  States  Includes 
Administrative  Action.— Section  7430(c)  (re- 
lating to  definitions)  is  amended  by  adding 
at  the  end  thereof  the  following  new  para- 
graph: 

"(4)  PosmoN  OF  UNITED  STATES.— The  term 
'position  of  the  United  States'  includes— 

"(A)  the  position  taken  by  the  United 
States  in  the  civil  proceeding,  and 

"(B)  any  administrative  action  or  inac- 
tion by  the  District  Counsel  of  the  Internal 
Revenue  Service  (arut  all  subsequent  admin- 
istrative action  or  inaction)  upon  which 
such  proceeding  is  based. " 

(f)  Technical  Amendment.— Subsection  (a) 
of  section  7430  is  amended  by  inserting 
"(payable  in  the  case  of  the  Tax  Court  in  the 
same  manner  as  such  an  award  by  a  district 
court)"  after  "a  judgment". 

(g)  Provisions  Made  Permanent.— Section 
7430  is  amended  by  striking  out  subsection 
(f). 

(h)  Effective  Dates.— 
(1)  General  rule.— Except  as  provided  in 
paragraph  (2),   the  amendments  made  by 


this  section  shall  apply  to  amounts  paid 
after  September  30,  1986,  in  civU  actions  or 
proceedings,  commenced  after  December  31, 
1985. 

(2)  Subsection  (f).—The  amendment  made 
by  subsection  (f)  shaU  take  effect  as  if  in- 
cluded in  the  amendments  made  by  section 
292  of  the  Tax  Equity  and  FUcal  Responsi- 
bility Act  of  1982. 

(3)  Appucabiuty  of  amendments  to  cer- 
tain PRIOR  cases.— The  amendments  made  by 
this  section  shall  apply  to  any  case  com- 
menced after  December  31.  1985.  and  finally 
disposed  of  before  the  date  of  the  enactment 
of  this  Act,  except  that  in  any  such  case,  the 
30-day  period  referred  to  in  section 
2412(d)(1)(B)  of  titU  28,  United  States  Code, 
or  RuU  231  of  the  Tax  Court,  as  the  case 
may  be,  shall  be  deemed  to  commence  on  the 
date  of  the  enactment  of  this  Act 

SEC    ISSt    FAILURE   TO   PURSUE  ADMINISTRATIVE 
REMEDIES. 

(a)  General  Rule.— Section  6673  (relating 
to  damages  assessable  for  instituting  pro- 
ceedings before  the  Tax  Court  primarily  for 
delay,  etc.)  is  amended  by  striking  out  "or 
that  the  taxpayer's  position  in  such  proceed- 
ings is  frivolous  or  groundless"  and  insert- 
ing in  lieu  thereof  ",  that  the  taxpayer's  po- 
sition in  such  proceeding  is  frivolous  or 
groundless,  or  that  the  taxpayer  unreason- 
ably failed  to  pursue  available  administra- 
tive remedies". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  pro- 
ceedings commenced  after  the  date  of  the  en- 
actment of  this  Act 

(c)  Report.— The  Secretary  of  the  Treasury 
or  his  delegate  and  the  Tax  Court  shall  each 
prepare  a  report  for  1987  and  for  each  2-cal- 
endar  year  period  thereafter  on  the  invento- 
ry of  cases  in  the  Tax  Court  and  the  meas- 
ures to  close  cases  more  efficiently.  Such  re- 
ports shall  be  submitted  to  the  Committee 
on  Ways  and  Means  of  the  House  of  Repre- 
sentatives and  the  Committee  on  Firuince  of 
the  Senate. 

SEC  ISS3.  TAX  COURT  PRACTICE  FEB. 

(a)  In  General.— Part  III  of  Subchapter  C 
of  chapter  76  (relating  to  miscellaneous  pro- 
visions) in  amended  by  adding  at  the  end 
thereof  the  foUowing  new  sectiorv 

-SEC  747i.  PRACTICE  FEE 

"(a)  In  General.— The  Tax  Court  is  au- 
thorized to  impose  a  periodic  registration 
fee  on  practitioners  admitted  to  practice 
before  such  Court  The  frequency  and 
amount  of  such  fee  shall  be  determined  by 
the  Tax  Court,  except  that  such  amount  may 
not  exceed  830  per  year. 

"(b)  Use  of  Fees.— The  fees  described  in 
subsection  (a)  shall  be  available  to  the  Tax 
Court  to  employ  independent  counsel  to 
pursue  disciplinary  matters. " 

(b)  CoNFORsaNG  Amendments.— 

(1)  The  second  sentence  of  section  7472  (re- 
lating to  expenditures)  is  amended  by  strik- 
ing out  "All"  and  inserting  in  lieu  thereof 
"Except  as  provided  in  section  7475.  all". 

(2)  Section  7473  (relating  to  disposition  of 
fees)  is  amended  by  striking  out  "All"  and 
inserting  in  lieu  thereof  "Except  as  provided 
in  section  7475.  aU". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shaU  take  effect  on 
January  1, 1987. 

SBC  liSi.  CLARIFICATION  OF  JURISDICTION  OVER 
addition  to  TAX  FOR  FAILURE  TO 
PAY  AMOUNT  OF  TAX  SHOWN  ON 
RETURN. 

(a)  In  General — Subsection  (a)  of  section 
6214  (relating  to  determinations  by  Tax 
Court)  is  amended  by  striking  out  "addition 


"Sec  7443A. 
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to  the  tax"  and  insertino  in  lieu  thertof  (IJ  In  atNOUL.— Except  cu  provided  in  "(i)  paraoraphM  fl)  and  <2)  (and  tvJbtec- 

"any  aOdition  to  the  tax".  paragraph  (2),   the  amendments  made  by  tion  (cJJ  thaU  not  apply  to  tuch  individual 

(bJ     EmcTTVS    Date.— The     amendment  this  section  shall  take  effect  on  the  date  of  beginning  on  the  date  tuch  election  takes 

made  by  suluection  (a)  shall  apply  to  any  the  enactment  of  this  Act  effect,  and 

action  or  proceeding  in  the  Tax  Court  with  (2)    Salary.— Subsection    (d)    of  section  "(iiJ  the  retired  pay  under  subsection  (d) 

respect  to  which  a  decision  has  not  become  7443A  of  the  Internal  Revenue  Code  of  19S4  payable  to  such  individual  for  periods  be- 

final  (as  determined  under  section  7481  of  (as  added  by  this  section)  shall  take  effect  ginning  on  or  after  the  date  such  election 

the  Internal  Revenue  Code  of  19S4)  before  on  the  1st  day  of  the  1st  month  beginning  takes  effect  shall  be  egual  to  the  retired  pay 

the  date  of  the  enactment  of  this  Act  after  the  date  of  the  enactment  of  this  Act  to  which  srtch  individual  vx)uld  be  entitled 

SEC.  jsss.  AVTHOUrr  TO  KBQVIKS  ATnifDANCg  or  (3)    New  APPomTMEMTS   NOT  REQUIRED.—  Without  regard  to  this  Clause  at  the  tijne  Qf 

UNITED  STATES  MAKSBAts  AT  TAX  Nothing  in  the  amendments  made  by  this  such  election. 

COVRT  SESSIONS.  section  stuUl  6e  construed  to  require  the  re-  "(B)   Election.— An   election   under  this 

(a)  In  General.— Subsection  (e)  of  section  appointment  of  any  individiuU  serving  as  a  paragraph— 

74S6  (relating  to  incidental  pouters)  is  special  trial  judge  of  the  Tax  Court  on  the  "(i)  may  be  made  by  an  individual  only  if 
amended  by  adding  at  the  end  thereof  the  day  before  the  date  of  the  enactment  of  this  such  individual  meets  the  age  and  service 
follou)ing  new  sentence:  "The  United  States  Act  reguirements  for  retirement  under  para- 
marshal  for  any  district  in  which  the  Tax  gSC  us?.  EFFECT  ON  KETIRED  FAY  BY  ELECTION  graph  (2)  of  subsection  (b), 
Court  is  sitting  shall  wtien  requested  by  the  to  fhactice  law.  etc..  after  re-  "(ii)  may  be  made  only  duriiw  the  period 
chief  judge  of  the  Tax  Court,  attend  any  sea-  TIREMENT.  during  which  the  individual  may  make  an 
tion  of  the  Tax  Court  in  such  district"  (a)  Chanqe  in  Aqe  and  Service  Require-  election  to  receive  retired  pay  or  while  the 

(b)  ErrEcnvE     Date.— The     amendment  mients  for  REnREHENT.— Paragraph   (2)  of  individual  is  receiving  retired  pay,  and 
made  by  this  section  shall  take  effect  on  the  section  7447(b)  (relating  to  retirement)  is  "(Hi)  shall  be  made  in  the  same  manner  as 
date  of  the  enactment  of  this  Act  amended  to  read  as  follows:  the  election  to  receive  retired  pay. 

SEC  list,  changes  in  certain  provisions  rblat-  "(2)  Any  judge  who  meets  the  age  and  serv-  Such  an  election,  once  it  takes  effect  shaU 

me  TO  special  trial  judges.  ice  requirements  set  forth  in  the  foUovoing  be  irrevocable, 

(a)  In  General.— Part  I  of  subchapter  C  of  tal)le  may  retire:  "(C)   When  election  taxes  effect.— Any 

chapter  76  (relating  to  judicial  prxxeedings)  ..  ^.   ^^    -  election  under  this  paragraph  shall  take 

is  amended  by  inserting  after  section  7443  „_.    ^j_  ^^                            merckx  a*  aAufae  ^fect  on  the  1st  day  of  the  1st  month  foUow- 

thefoUovnng  new  section:  Vm^WmZ                                   mnmtlemtt  *^  "'*  month  in  which   the  election  U 

-SBC  744SA.  SPECIAL  TRIAL  JUDGES  fiS^                                                             IS  made." 

"(a)  AppoiNTMENT.-The  chief  judge  may.       VL ,4  <c>  High  3   Years  of  Salary  Must  Be 

from  time  to  time,   appoint  special  trial       ll .,  During  Period  When  Election  To  Receive 

judges  who  shaU  proceed  under  such  rules       li .»  Retired  Pay  Is  Not  In  Effect.— Subsection 

and  regulations  as  may  be  promulgated  by        H ,,  <m)  of  section  7448  (relating  to  computation 

the  Tax  Court                                                         yn ......•........*       ^^  ^^  annuities)  is  amended  by  adding  at  the 

"(b)  Proceedinos  Which  May  Be  Assigned           end  thereof  the  following  new  sentence:  "In 

to  Special  Trial  Judges.— The  chief  judge  deUrmining   the  period   of  3  consecutive 

may  assign—  ft>)  Effect  on  Retired  Pay  of  Practicing  years  referred  to  in  the  preceding  sentence, 

"(1)  any  declaratory  judgment  proceeding.  Law,   Etc.,  After  Retirement.— Subsection  there  may  not  be  taken  into  account  any 

"(2)  any  proceeding  under  section  7463,  (f)  of  section  7447  (relating  to  individuals  period  for  v)hich  an  election  under  section 

"(3)   any  proceeding   where   neither  the  receiving  retired  pay  to  be  available  for  7447(f)(4)  is  in  effect " 

amount  of  the  deficiency  placed  in  dispute  recall)  is  amended  to  read  as  follows:  (d)  Clerical  Amendments.— 

(within  the  meaning  of  section  7463)  nor  the  "(f)   Retired   Pay  Affected   in   Certain  (1)  Subsection  (a)  of  section  7447  (relating 

amount  of  any  claimed  overpayment  ex-  Cases.— In  the  case  of  on   individual  for  to  definitions)  is  amended  by  striking  out 

ceeds  $10,000,  and  whom  an  election  to  receive  retired  pay  paragraph  (2)  and  by  redesignating  para- 

"(4)  any  other  proceeding  which  the  chief  under  suttsection  (d)  is  in  effect—  grajOu  (3)  and  (S)  as  paragraphs  (2)  and  (3), 

judge  may  designate,  "(1)  1-year  forfeiture  for  failure  to  per-  respectively. 

to  t>e  tieard  by  the  special  trial  judges  of  the  form  judicial  duties.— If  such  individual  (2)    Sut>section    (e)    of  section    7447   is 

court  during  any  calendar  year  fails  to  perform  amended    fry   striking   out    "Civil   Service 

"(c)   Authority   To   Make   Court  Deci-  judicial  duties  required  of  him  by  subsection  Commission"  each  place  it  appears  arid  in- 

StON.—The  court  may  authorise  a  special  (c),  such  individual  shall  forfeit  all  rights  to  serting  in  lieu  thereof  "Office  of  Personnel 

trial  judge  to  make  the  decision  of  the  court  retired  pay  under  subsection  (d)  for  the  1-  Management". 

with  respect  to  any  proceeding  described  in  year  period  which  begins  on  the  1st  day  on  (3)  Suttparagraph  (C)  of  section  7447(g)(2) 

paragrajOt  (1),  (2),  or  (3)  of  subsection  (b).  which  he  so  fails  to  perform  such  duties.  (relating  to  coordination  with  civil  service 

subject  to  such  conditions  and  review  as  the  "(2)  Permanent  FORmruRE  of  retired  pay  retirement)    is    amended    by   striking   out 

court  may  provide.  vihere    certain    non-government   services  "Civil  Service  Commission"  and  inserting 

"(d)    Salary.— Each    special    trial   judge  performed.— If  siich  individual  performs  (or  in  lieu  thereof  "Office  of  Personnel  Manage- 

shall  receive  salary—  supervises  or  directs  the  performance  of)  ment". 

"(1)  at  a  rate  equal  to  90  percent  of  the  legal  or  accounting  services  in  the  field  of  (e)  Effective  Date.— 

rate  forjudges  of  the  Tax  Court,  and  Federal  taxation  for  his  client  his  employer,  (1)  In  general.— The  amendments  made  by 

"(2)  in   the  same  installments   as  such  or  any  of  his  employer's  clients,  such  indi-  this  section  shall  take  effect  on  the  date  of 

judges.  vidual  shaU  forfeit  all  righU  to  retired  pay  the  enactment  of  this  Act 

"(e)  Expenses  for   Travel  and  Subsist-  under  subsection  (d)  for  all  penoda  begin-  (2)    Forfetture    of    retired    pay.— The 

ence.— Subsection  (d)  of  section  7443  shall  ning  on  or  after  the  1st  day  on  which  he  en-  amendments  made  by  this  section  shall  not 

apply  to  spwial  trial  judges  suliject  to  such  gages  in  any  such  activity.  The  preceding  apply  to  any  individual  who,  before  the  date 

rules  and  regulations  as  may  6e  promvlgat-  sentence  shall  not  apply  to  any  civil  office  of  the  enactment  of  this  Act  forfeited  his 

ed  by  the  Tax  Court"  or  employment  under  the  Government  of  the  righU  to  retired  pay  uruier  section  7447(d)  of 

(b)  Technical  Amendments.—  United  States.  the  Internal  Revenue  Code  of  1954  by  reason 

fl)  Section  7456  (relating  to  administra-  -(jj  suspension  of  retired  pay  during  of  the  1st  sentence  of  section  7447(f)  of  such 

tion  of  oaths  and  procurement  of  testimony)  period  of  compensated  government  serv-  Code  (as  in  effect  on  the  day  before  such 

is  amended  l>y  striking  out  subsections  (c)  ice.— If  such  individtuU  accepts  comperua-  date). 

and  (d)  and  by  redesignating  svbsection  (e)  ^^on  for  civil  office  or  employment  under  the  ssc  isu.  autboroation  for  appeals  from  Bi- 
as subsection  (c).  Government   of  the    United  States   (other  TBRLOCVTORV  ORDERS  OF  TBB  TAX 

(2)  Subsection    <e)    of  section    7471    it  tf^m  the  performance  of  judicial  duties  pur-  COURT. 

amended  by  striking  out  "section  7456(c)"  guant  to  subsection   (c)),  such  individual  (a)  In  General.— Subsection  (a)  of  section 

and  inserting  in  lieu  thereof  "subsections  g/iaU  forfeit  all  rights  to  retired  pay  under  7482  (relating  to  courts  of  review)  is  amend- 

(d)  and  (e)  of  section  7443A".  subsection  (d)  for  the  period  for  which  such  ed  by  adding  at  the  end  thereof  the  following 

(3)  The  table  of  sectiOTU  for  part  I  of  sub-  compentation  is  received.  new  paragraph: 

chapter  C  of  chapter  76  is  amended  by  in-  -(^j  forfettures  of  retired  pay  under  "(2)  Interlocutory  orders.— 

terting  after  the  item  relating  to  tection  pj^jtAQiuPHSd)  and  d)  not  to  APnv  wherein-  "(A)  In  general.— When  any  judge  of  the 

7443  the  following  new  item:  dividual  elects  to  naxzE  amount  of  retired  Tax   Court   includes   in   an   interlocutory 

pjiY—  order  a  statement  that  a  controlling  ques- 

"Sec  7443A.  Special  trial  judges. "  „^^^  j^  GENERAL.-If  any  individual  makes  tion  of  law  U  involved  with  retpect  to  which 

tcJ  Efwectjve  Dates.-  an  election  under  thu  paragraph-  there  is  a  substantial  ground  for  difference 
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of  opinion  and  that  an  immediate  appeal 
from  that  order  may  materially  advance  the 
ultimate  termination  of  the  litigation,  the 
United  States  Court  of  Appeals  may,  in  its 
discretion,  permit  an  appeal  to  be  taken 
from  such  order,  if  application  is  made  to  it 
within  10  days  after  the  entry  of  such  order. 
Neither  the  application  for  nor  the  sn'anting 
of  an  appeal  under  this  paragraph  shall  stay 
proceedings  in  the  Tax  Court,  unless  a  stay 
is  ordered  by  a  judge  of  the  Tax  Court  or  by 
the  United  States  Court  of  Appeals  which 
has  furisdiction  of  the  appeal  or  a  judge  of 
that  court 

"(BJ  Order  ntSATSo  as  tax  court  deci- 
sion.—For  purposes  of  subsections  lb  J  and 
<cJ,  an  order  descrH>ed  in  this  paragraph 
shall  be  treated  as  a  decision  of  the  Tax 
Court 

"(C)  Veuve  roR  review  or  subsequent  pro- 
CEEDiNas.—lf  a  United  States  Court  of  Ap- 
peals permits  an  appeal  to  be  taken  from  an 
order  described  in  subparagraph  (A),  except 
as  provided  in  suttsection  (bXZ),  any  subse- 
quent review  of  the  decision  of  the  Tax 
Court  in  the  proceeding  shaU  be  made  by 
such  Court  of  Appeals. " 

<bt  Clerical  Amendments.— The  text  of  sub- 
section fa}  of  section  7482  fas  in  effect 
before  the  amendment  made  by  subsection 
fa))  is  moved  below  the  subsection  heading 
and  2  ems  to  the  right  (so  that  the  left 
margin  of  such  text  is  aligned  with  the  left 
margin  of  the  paragraph  (2)  added  by  sub- 
section (a))  and  amended  by  inserting  before 
such  text  "(1)  In  general.—  ". 

(c)  ErFEcnvE  Date.— The  amendments 
made  by  this  section  shall  apply  to  any 
order  of  the  Tax  Court  entered  after  the  date 
Of  the  enactment  of  this  Act 

SEC  lUt  CHA.tGES  RELATING  TO  ANyVITIES  FOR 

svrvivinc  spouses  and  dependent 
children  of  tax  court  jvdges 

(a)  Increases  in  Salary  Deductions,  and 
Authorizations  of  Appropriations,  for  Tax 
Court  Judges  Survivors  Annuity  Fund.— 

(1)  Increases  in  salary  deductions.— 

(A)  Subsection  (c)  of  section  7448  (relating 
to  salary  deductions)  is  amended  by  striking 
out  "3  percent"  and  inserting  in  lieu  thereof 
"3.5  percent". 

(B)  Subsection  fd)  of  section  7448  frelat- 
ing  to  deposits  in  survivors  annuity  fund)  is 
amended  by  striking  out  "3  percent"  the 
second  place  it  appears  and  inserting  in  lieu 
thereof  "3.5  percent". 

(2)  Authorization  of  appropriations.— 
(A)  In  general.— Subsection  (c)  of  section 

7448  is  amended— 

fi)  by  striking  out   "(c)  Salary  Deduc- 
tions.—There"  and  inserting  in  lieu  thereof 
the  following: 
"(c)  Survivors  Annuity  Fund.— 
"(1)  Salary  deductions.— There", 
(ii)  by  moving  the  text  of  such  subsection  2 
ems  to  the  right  and 

(Hi)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 
"(2)  Approprutions  where  unfunded  u- 

ABaJTY.— 

"(A)  In  general.— Not  later  than  the  close 
of  each  fiscal  year,  there  shall  be  deposited 
in  the  Treasury  of  the  United  States  to  the 
credit  of  the  survivors  annuity  fund,  in  ac- 
cordance iDith  such  procedures  as  may  be 
prescril>ed  by  the  Comptroller  General  of  the 
United  States,  amounts  required  to  reduce 
to  zero  the  unfunded  liability  (if  any)  of 
such  fund.  Subject  to  appropriation  Acts, 
such  deposits  sh€Ul  be  taken  from  sums 
available  for  such  fiscal  year  for  the  pay- 
ment of  amounts  described  in  subsection 
(a)(4),  and  shall  immediately  become  an  in- 
tegrated part  of  such  fund. 


"(B)  Exception.— The  amount  required  by 
subparagraph  (A)  to  be  deposited  in  any 
fiscal  year  shall  not  exceed  an  amount  equal 
to  11  percent  of  the  aggregate  amounts  de- 
scribed in  subsection  (a)(4)  paid  during 
such  fiscal  year. 

"(C)  Unfunded  uabiuty  defined.— For  pur- 
poses of  subparagraph  (A),  the  term  'unfund- 
ed liability'  means  the  amount  estimated  by 
the  Secretary  to  be  equal  to  the  excess  (as  of 
the  close  of  the  fiscal  year  involved)  of— 

"(i)  the  present  value  of  all  benefits  pay- 
able from  the  survivors  annuity  fund  (deter- 
mined on  an  annual  basis  in  accordance 
with  section  9503  of  title  31,  United  States 
Code),  over 

"(ii)  the  sum  of— 

"(I)  the  present  values  of  future  deduc- 
tions under  subsection  (c)  and  future  depos- 
its under  subsection  (d),  plus 

"(II)  the  balance  in  such  fund  as  of  the 
close  of  such  fiscal  year. 

"(D)  Amounts  not  credited  to  individual 
ACCOUNTS.— Amounts  appropriated  pursuant 
to  this  paragraph  shall  not  be  credited  to  the 
account  of  any  individual  for  purposes  of 
subsection  (g). " 

(B)  Conforming  amendment.— Subsection 
(h)  of  section  7448  is  amended  by  striking 
out  "subsection  (c)"  and  inserting  in  lieu 
thereof  "subsection  (c)(1)". 

(b)  Increases  in  Annuities  Payable  From 
Survivors  Annuity  Fund.— 

(1)  Annuities  for  surviving  spouses.- 

(A)  Increase  in  annuity.— Subsection  (m) 
of  section  7448  (relating  to  computation  of 
annuities)  is  amended— 

(i)  by  striking  out  "iV<  percent"  and  insert- 
ing in  lieu  thereof  "1.5  percent",  and 

(ii)  by  striking  out  "but  such  annuity  shall 
not"  and  all  that  follows  down  through  the 
end  thereof  and  inserting  in  lieu  thereof 
"except  that  such  annuity  shall  not  exceed 
an  amount  equal  to  50  percent  of  such  aver- 
age annual  salary,  nor  be  less  than  an 
amount  equal  to  25  percent  of  such  average 
annual  salary,  and  shall  be  further  reduced 
in  accordance  with  subsection  (d)  (if  appli- 
cable). " 

(B)  Annuity  to  terminate  on  remarriage 
only  if  spouse  not  55.— The  second  sentence 
of  section  7448(h)  is  amended  by  striking 
out  "or  remarriage"  and  inserting  in  lieu 
thereof  "or  such  surviving  spouse's  remar- 
riage before  attaining  age  55  ". 

(2)  Annuities  for  surviving  dependent 
children.— 

(A)  Annuity  where  surviving  spouse.— 
Paragraph  (2)  of  section  7448(h)  (relating  to 
entitlement  to  annuity)  is  amended  by  strik- 
ing out  all  that  follows  "equal  to"  and  in- 
serting in  lieu  thereof  the  following: 

"the  lesser  of— 

"(A)  10  percent  of  the  average  annual 
salary  of  such  judge  (determined  in  accord- 
ance with  subsection  (m)),  or 

"(B)  20  percent  of  such  average  annual 
salary,  divided  by  the  numl)er  of  such  chil- 
dren; or". 

(B)  Annuity  where  no  surviving  spouse.— 
Paragraph  (3)  of  section  7448(h)  is  amended 
by  stri)cing  out  all  that  follows  "equal  to" 
and  inserting  in  lieu  thereof  the  following: 
"the  lesser  of— 

"(A)  20  percent  of  the  average  annual 
salary  of  such  judge  (determined  in  accord- 
ance unth  subsection  (m)),  or 

"(B)  40  percent  of  such  average  annu€il 
salary,  diiHded  by  the  numl>er  of  such  chil- 
dren." 

(c)  authortty  to  elect  termination  of 
Participation  in  Survivor  Annutty  Pro- 
gram.— 

(1)  In  GENERAL.— Subsection  (g)  of  section 
7448  is  amended  by  inserting  "or  if  any 


judge  ceases  to  be  married  after  making  the 
election  under  subsection  (b)  and  revokes 
(in  a  writing  filed  as  provided  in  subsection 
(b))  such  election"  after  "1939". 

(2)  Conforming  amendment.— The  subsec- 
tion heading  for  such  subsection  (g)  is 
amendment  by  striking  out  "of Service". 

(d)  Effective  Date.— 

(1)  Salar  y  ded  uctions.  — 

(A)  The  amendment  made  by  subsection 
(a)(1)(A)  shall  apply  to  amounts  paid  after 
November  1, 1986. 

(B)  The  amendment  made  by  suiaection 
(a)(1)(B)  shall  apply  to  service  after  Novem- 
ber 1,  1986. 

(2)  Appropriations.— The  amendments 
made  by  subsection  (a)(2)  shall  apply  to 
fiscal  years  beginning  after  1986. 

(3)  Computation  of  ANNumEs.—The 
amendments  made  by  subsection  (b)  shall 
apply  to  annuities  the  starting  date  of 
which  is  after  November  1, 1986. 

(4)  Opportunity  to  revoke  survivor  annu- 
ity election.— 

(A)  In  general.— Any  individual  who 
before  November  1,  1986,  made  an  election 
under  subsection  (b)  of  section  7448  of  the 
Internal  Revenue  Code  of  1954  may  revoke 
such  election.  Such  a  revocation  shall  con- 
stitute a  complete  withdrawal  from  the  sur- 
vivor annuity  program  provided  for  in  such 
section  and  shall  be  filed  as  provided  for 
elections  under  such  subsection. 

(B)  Effect  of  revocation.— Any  revoca- 
tion under  subparagraph  (A)  shall  have  the 
same  effect  as  if  there  were  a  termination  to 
which  section  7448(g)  of  such  Code  applies 
on  the  date  such  revocation  is  filed. 

fC)  Period  revocation  permitted.— Any 
revocation  under  subparagraph  (A)  may  be 
made  only  during  the  180-day  period  begin- 
ning on  the  date  of  the  enactment  of  this 
Act 

(5)  Opportunity  to  elect  survivor  annu- 
ity WHERE  PRIOR  REVOCATION.— Any  individ- 
ual who  under  paragraph  (4)  revoked  an 
election  under  subsection  (b)  of  section  7448 
of  such  Code  may  thereafter  make  such  an 
election  only  if  such  individual  deposits  to 
the  credit  of  the  survivors  annuity  fund 
under  subsection  (c)  of  such  section  the 
entire  amount  paid  to  such  individual 
under  paragraph  (4),  together  with  interest 
computed  as  provided  in  subsection  (d)  of 
such  section. 

SubUUe  G — Tax  AdmtnutratwH  Provisiont 

SEC.  litL  SUSPENSION  OF  STATUTE  OF UMITATIONS 
IF  THIRD-PARTY  RECORDS  NOT  PRO- 
DUCED WITHIN  S  MONTHS  AFTER  SERV- 
ICE OF  SUMMONS. 

(a)  In  General.— Subsection  (e)  of  section 
7609  (relating  to  special  procedures  for 
third-party  summonses)  is  amended  to  read 
as  follows: 

"(e)  Suspension  of  Statute  of  Limita- 
tions.- 

"(1)  Subsection  (b>  action.— If  any  person 
takes  any  action  as  provided  in  subsection 
(b)  and  such  person  is  the  person  with  re- 
spect to  whose  liability  the  summons  is 
issued  (or  is  the  agent,  nominee,  or  other 
person  acting  under  the  direction  or  control 
of  such  person),  then  the  running  of  any 
period  of  limitations  under  section  6501  (re- 
lating to  the  assessment  and  collection  of 
tax)  or  under  section  6531  (relating  to  crimi- 
nal prosecutions)  with  respect  to  such 
person  shaU  be  suspended  for  the  period 
during  which  a  proceeding,  and  appeals 
therein,  with  respect  to  the  enforcement  of 
such  summons  is  pending. 

"(2)  Suspension  after  s  months  of  service 
OF  sutatoNS.—In  the  absence  of  the  resolu- 
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tion  of  the  third-party  recordkeeper's  re- 
sponse to  the  summons  described  in  subsec- 
tion <c),  the  running  of  any  period  of  limita- 
tions under  section  6501  or  under  section 
6531  with  respect  to  any  person  with  respect 
to  whose  liability  the  summons  is  issued 
other  (other  than  a  person  taking  action  as 
provided  in  subsection  (b))  shall  be  suspend- 
ed for  the  period— 

"(A)  beginning  on  the  date  which  is  6 
months  after  the  service  of  such  summons, 
and 

"(B)  ending  with  the  final  resolution  of 
such  response. " 

lb)  Notice  of  Suspension  in  the  Case  of  a 
John  Doe  Summons.— Section  7609(i)  (relat- 
ing to  duty  of  third-party  recordkeeper)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(4)  Notice  of  suspension  of  statute  of 
umttations  in  the  case  of  a  john  doe  sum- 
MONS.—In  the  case  of  a  summons  described 
in  subsection  (f)  with  respect  to  which  any 
period  of  limitations  has  been  suspended 
under  subsection  Ie)l2),  the  third-party  rec- 
ordkeeper shall  provide  notice  of  such  sus- 
pension to  any  person  described  in  subsec- 
tion If). " 

Ic)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  the 
date  of  the  enactment  of  this  Act 

SEC.  ISa.  AVTHORirr  to  rescind  notice  of  DEFI- 
CIENCY with  tax-  pa  VSR'S  CONSENT. 

la)  In  General.— Section  6212  Irelating  to 
notice  of  deficiency)  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsec- 
tion: 

"(d)  Authority  To  Rescind  NoTidE  or  De- 
ficiency With  Taxpayer's  Consent.— The 
Secretary  may,  with  the  consent  of  the  tax- 
payer, rescind  any  notice  of  deficiency 
mailed  to  the  taxpayer.  Any  notice  so  re- 
scinded shall  not  be  treated  as  a  notice  of 
deficiency  for  purposes  of  subsection  lc)(l) 
(relating  to  further  deficiency  letters  re- 
stricted), section  6213(a)  (relating  to  restric- 
tions applicable  to  deficiencies;  petition  to 
Tax  Court),  and  section  6S12(a)  Irelating  to 
limitations  in  case  of  petition  to  Tax 
Court),  and  the  taxpayer  shaU  have  no  right 
to  file  a  petition  loith  the  Tax  Court  based 
on  such  notice. " 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  notices 
of  deficiency  issued  on  or  after  January  1, 
1986. 

SEC  IStX  AVTHORirr  TO  ABATE  INTEREST  DUE  TO 
ERRORS  OR  DELA  rS  BY  THE  INTERNAL 
REVENUE  SERVICE 

(a)  In  General.— Section  6404  (relating  to 
abatements)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection- 

"le)  Assessments  of  Interest  Attributable 
to  Errors  and  Delays  by  Internal  Revenue 
Ser  vice* 

"ID  In  general.— In  the  case  of  any  assess- 
ment of  interest  on— 

"(A)  any  deficiency  attributable  in  whole 
or  in  part  to  any  error  or  delay  by  an  officer 
or  employee  of  the  Internal  Revenue  Service 
(acting  in  his  official  capacity)  in  perform- 
ing a  ministerial  act,  or 

"(B)  any  payment  of  any  tax  described  in 
section  6212(a)  to  the  extent  that  any  delay 
in  such  payment  is  attributable  to  such  an 
officer  or  employee  being  dilatory  in  per- 
forming a  ministerial  act, 
the  Secretary  may  abate  the  assessment  of 
all  or  any  part  of  such  interest  for  any 
period.  For  purposes  of  the  preceding  sen- 
tence, an  error  or  delay  shall  be  taken  into 
account  only  if  no  significant  aspect  of  such 
error  or  delay  can  be  attributed  to  the  tax- 
payer involved,  and  after  the  Internal  Reve- 


nue Service  has  contacted  the  taxpayer  in 
writing  unth  respect  to  such  deficiency  or 
payment 

"12)  Interest  abated  with  respect  to  er- 
roneous REFUND  CHECK.— The  Secretary  shall 
abate  the  assessment  of  all  interest  on  any 
erroneous  refund  under  section  6602  until 
the  date  demand  for  repayment  is  made, 
unless— 

"(A)  the  taxpayer  (or  a  related  party)  has 
in  any  way  caused  such  erroneous  refund,  or 

"IB)  such  erroneous  refund  exceeds 
tSO.OOO." 

lb)  Effective  Date.— 

ID  In  OENERAL.—The  amendment  made  by 
subsection  (a)  shall  apply  to  interest  accru- 
ing with  respect  to  deficiencies  or  payments 
for  taxable  years  beginning  after  December 
31,  1978. 

12)  Statute  of  uMiTAnoNS.—If  refund  or 
credit  of  any  amount  resulting  from  the  ap- 
plication of  the  amendment  made  by  subsec- 
tion la)  is  prevented  at  any  time  before  the 
close  of  the  date  which  is  1  year  after  the 
date  of  the  enactment  of  this  Act  by  the  oper- 
ation of  any  law  or  rule  of  law  lincluding 
res  judicata),  refund  or  credit  of  such 
amount  Ito  the  extent  attributable  to  the  ap- 
plication of  the  amendment  made  by  subsec- 
tion la))  may,  nevertheless,  be  made  or  al- 
lowed  if  claim  therefore  is  filed  before  the 
close  of  such  1-year  period. 

SEC.  IS$4.  SUSPENSION  OF  COMPOUNDING  WHERE  IN- 
TEREST ON  DEFICIENCY  SUSPENDED. 

la)  In  General.— Subsection  (c)  of  section 
6601  Irelating  to  suspension  of  interest  in 
certain  income,  estate,  gift  and  certain 
excise  taxes  cases)  is  amended  by  inserting 
before  the  period  at  the  end  thereof  "and  in- 
terest shall  not  be  imposed  during  such 
period  on  any  interest  unth  respect  to  such 
deficiency  for  any  prior  period". 

lb)  Effective  Date.— 

ID  Effective  date.— The  amendment  made 
by  subsection  la)  shall  apply  to  interest  ac- 
cruing after  December  31,  1982. 

12)  Statute  of  UMiTATiONS.—If  refund  or 
credit  of  any  amount  resulting  from  the  ap- 
plication of  the  amendment  made  by  subsec- 
tion (a)  is  prevented  at  any  time  before  the 
close  of  the  date  which  is  1  year  after  the 
date  of  the  enactment  of  this  Act  by  the  oper- 
ation of  any  law  or  ivle  of  law  (including 
res  judicata),  refund  or  credit  of  such 
amount  Ito  the  extent  attributable  to  the  ap- 
plication of  the  amendment  made  by  subsec- 
tion la))  may,  nevertheless,  be  made  or  al- 
lowed if  claim  therefore  is  filed  before  the 
close  of  such  1-year  period. 
SEC  ists.  certain  service-connected  disabil- 
ity PA  YMENTS  EXEMPT  FROM  UVY. 

la)  Exemption  From  Levy.— Subsection  la) 
of  section  6334  Irelating  to  the  enumeration 
of  property  exempt  from  levy)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"110)  Certain  service-connected  disabil- 
ity PAYMENTS.— Any  amount  payable  to  an 
individual  as  a  service-connected  Ivrithin 
the  meaning  of  section  101116)  of  title  38, 
United  States  Code)  disability  benefit 
under— 

"lA)  subchapter  II,  IV,  or  VI  of  chapter  11 
of  such  title  38, 

"IB)  subchapter  I,  II,  or  III  of  chapter  19 
of  such  title  38,  or 

"(C)  chapter  21,  31,  32,  34,  35.  37,  or  39  of 
suchtitU38." 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  amounts 
payable  after  December  31,  1986. 


SEC.  IStt.  INCREASE  IN  VALUE  OF  PERSONAL  PROP- 
ERTY subject  TO  CERTAIN  USTING 
AND  NOTICE  PROCEDURES. 

(a)  In  General.— Section  7325  (relating  to 
personal  property  valued  at  $2,500  or  less)  is 
amended  by  strUcing  out  "$2,500"  each  place 
it  appears  lincluding  the  section  heading) 
and  inserting  in  lieu  thereof  "$100,000". 

lb)  Increase  in  Amount  of  Bond  by  Claim- 
ANT.— Paragraph  13)  of  section  7325  is 
amended  by  striking  out  "$250"  and  insert- 
ing in  lieu  thereof  "$2,500". 

Ic)  Technical  Amendment.— Paragraph  14) 
of  section  71031b)  is  amended  by  striking 
out  "$1,000"  and  inserting  in  lieu  thereof 
"$100,000". 

Id)  Clerical  Amendment.— The  item  relat- 
ing to  section  7325  in  the  table  of  sections 
for  part  II  of  subchapter  C  of  chapter  75  is 
amended  by  striking  out  "$2,500"  and  in- 
serting in  lieu  thereof  "$100,000". 

le)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  the 
date  of  the  enactment  of  this  Act 

SEC.  IS«7.  certain  RECORDKEEPING  REQUIRE- 
MENTS. 

la)  In  General.— For  purposes  of  sections 
132  and  274  of  the  Internal  Revenue  Code  of 
1954,  use  of  an  automobile  by  a  special 
agent  of  the  Internal  Revenue  Service  shall 
be  treated  in  the  same  manner  as  use  of  an 
automobile  by  an  officer  of  any  other  law 
enforcement  agency. 

lb)  Effective  Date.— The  provisions  of  this 
section  shall  take  effect  on  January  1.  1985'. 
SEC.  ISM.  DISCLOSURE  OF  RETIRNS  AND  RETURN 
INFORMATION  TO  CERTAIN  CITIES 

la)  In  General.— Subsection  lb)  of  section 
6103  Irelating  to  definitions  for  confiden- 
tiality and  disclosure  of  returns  and  return 
information)  is  amended— 

ID  by  striking  out  paragraph  IS)  and  in- 
serting in  lieu  thereof  the  following: 

"15)  State.— The  term  'State'  means— 

"lA)  any  of  the  50  StaUs.  the  District  of 
Columbia,  the  Commonwealth  of  Puerto 
Rico,  the  Virgin  Islands,  the  Canal  Zone, 
Guam,  American  Samoa,  the  Common- 
wealth  of  the  Northern  Mariana  Islands,  the 
Republic  of  the  Marshall  Islands,  the  Feder- 
ated States  of  Micronesia,  and  the  Republic 
of  Palau,  and 

"IB)  for  purposes  of  subsections  Ia)l2), 
Ib)l4),  ld)ll),  Ih)l4),  and  Ip)  any  municipal- 
ity- 

"li)  uiith  a  population  in  excess  of 
2,000,000  las  determined  under  the  most 
recent  decennial  United  States  census  data 
available), 

"Hi)  which  imposes  a  tax  on  income  or 
wages,  and 

"liii)  with  which  the  Secretary  lin  his  sole 
discretion)  has  entered  into  an  agreement 
regarding  disclosure. ",  and 

12)  by  adding  at  the  end  thereof  the  follow- 
ing new  paragraph: 

"110)  Chief  executive  officer.— The  term 
'chief  executive  officer'  means,  with  respect 
to  any  municipality,  any  elected  official 
and  the  chief  official  leven  if  not  elected)  of 
such  municipality. " 

lb)  Effective  Date.— The  amendments 
made  by  this  section  sfiall  take  effect  on  the 
date  of  the  enactment  of  this  Act 

SEC  lUt.  treatment  OF  CERTAIN  FORmrURBS. 

la)  In  General.— Subsection  li)  of  section 
6323  is  amended  by  adding  at  the  end  there- 
of the  following  new  paragraph: 

"13)  Forfeitures.— For  purposes  of  this 
subchapter,  a  forfeiture  under  local  law  of 
property  seized  by  a  law  enforcement  agency 
of  a  State,  county,  or  other  local  governmen- 
tal subdivision  shall  relate  back  to  the  time 
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of  ieirun,  except  that  this  paragraph  shall 
not  apply  to  the  extent  that  under  local  law 
the  holder  of  an  intervening  claim  or  inter- 
est loOMld  have  priority  over  the  interest  of 
the  State,  county,  or  other  local  governmen- 
tal subdivision  in  the  property. " 

<b)     SmcTTVX    DArK.—The     amendment 

made  by  this  section  shall  take  effect  on  the 

date  of  the  enactment  of  this  Act 

8SC  nn  ntocBOVKE  at  tax  sals  of  sboed 

ntomtrr  where  no  person  offers 

MINIUVm  PRICE 

(aJ  In  Gmmxxal.— Paragraph  (V  of  section 
tiKtet  (relating  to  manner  and  conditions 
of  sale  of  seised  property)  is  amended  to 
read  as  foUovDs: 

"(11  In  qkmxral.— 

"(a)  dstkrmanations  relatino  to  minimvm 
PRICK.— Before  the  sale  of  property  seized  by 
levy,  the  Secretary  shall  determine— 

"(i)  a  minimum  price  for  uihich  such  prop- 
erty shall  be  sold  (taking  into  account  the 
expense  of  making  the  levy  and  conducting 
the  sale),  and 

"(ii)  whether,  on  the  basis  of  criteria  pre- 
scribed by  the  Secretary,  the  purchase  of 
such  property  by  the  United  States  at  such 
minimum  price  would  be  in  the  best  interest 
of  the  United  States. 

"(B)  Sale  to  htohest  bidder  at  or  above 
mnimvM  PRjcE.—If,  at  the  sale,  one  or  more 
persons  offer  to  purxdiase  such  property  for 
not  less  than  the  amount  of  the  minimum 
price,  the  property  shall  be  declared  sold  to 
the  hUfitest  bidder. 

"(C)  Property  deemed  sold  to   united 

STATES  AT  MINIMUm  PRJCE  IN  CERTAIN  CASES.— If 

no  person  offers  the  amount  of  the  mini- 
mum price  for  such  property  at  the  sale  and 
the  Secretary  has  determined  that  the  pur- 
chase of  such  property  by  the  United  States 
would  be  in  the  best  interest  of  the  United 
States,  the  property  shall  be  declared  to  be 
sold  to  the  United  States  at  such  minimum 
price. 

"(D)  Release  to  owner  in  other  cases.— If, 
at  the  sale,  the  property  is  not  declared  sold 
under  subparagraph  (B)  or  (C),  the  property 
shall  be  released  to  the  owner  thereof  and 
the  expense  of  the  levy  and  sale  shall  t>e 
added  to  the  amount  of  tax  for  the  collection 
of  which  the  levy  was  made.  Any  property  re- 
leased under  this  subparagraph  shall  remain 
subject  to  any  lien  imposed  fry  subchapter 
C." 

(b)  EmcrrvE  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to— 

(1)  property  seized  after  the  date  of  the  en- 
actment of  this  Act,  and 

(2)  property  seized  on  or  before  such  date 
which  is  held  by  the  United  States  on  such 
date. 

SSC    lt7l.    MODinCATION    OF    nPS    ALLOCATION 
MKTaOD. 

Effective  for  any  payroll  period  beginning 
after  December  31,  1986,  an  establishment 
may  utilise  the  optional  method  of  tips  allo- 
cation described  in  the  last  sentence  of  sec- 
tion 31.tOS3-3(f)(lKiv)  of  the  Internal  Reve- 
nue Regulations  only  if  such  establishment 
employs  less  than  the  equivalent  of  2S  full- 
time  employees  during  such  payroll  period. 

SSC  nn  TKEATMENT  OF  POMFEITVRES  OF  UND 
SALES  CO/tntACTS  FOR  PURPOSES  OF 
DISCBAItGE  OF  UENS. 
(a)  AMEHDMElfT  OF  SECTION    7425(C).— Sub- 

seetion  (c)  of  section  7425  (relating  to  spe- 
cial rules  for  disdiarge  of  liens)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  paragraph: 

"(4)  Forfeitures  of  land  sales  con- 
nucTs.—For  purposes  of  subsection  (b),  a 
tale  of  property  includes  any  forfeiture  of  a 
land  sales  contract " 
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(b)  Effective  date.— The  amendment  made 
by  subsection  (a)  shall  apply  to  forfeitures 
after  the  30th  day  after  the  date  of  the  enact- 
ment of  this  Act 

SmMtk  H—MisetUaneoms  PrwUUiu 

SEC  issi.  withholding  allowances  to  reflect 

NEW  rate  schedules 

(a)  In  OENERAL.—The  Secretary  of  the 
Treasury  or  his  delegate  shall  modify  the 
withholding  schedules  and  withholding  ex- 
emption certificates  under  section  3402  of 
the  Internal  Revenue  Code  of  1954  to  better 
approximate  actual  tax  lialnlity  under  the 
amendments  made  by  this  Act 

(b)  Certain  Decreases  in  WmmoLDma 
Not  Permitted.— Subsection  (i)  of  section 
3402  is  amended  by  striking  out  "or  de- 
creases". 

fc)  Employer's  Responsibility.— If  an  em- 
ployee has  not  filed  a  revised  withholding 
allowance  certificate  before  October  1,  1987, 
the  employer  shall  vnthhold  income  taxes 
from  the  employee's  wages— 

(1)  as  if  the  employee  claimed  1  withhold- 
ing allowance,  if  the  employee  checked  the 
"single"  box  on  the  employee's  previous 
withholding  aUovoance  certificate,  or 

(2)  as  if  the  employee  claimed  2  withhold- 
ing allowances,  if  the  employee  checked  the 
"married"  box  on  the  employee's  previous 
withholding  allowance  certificate. 

SEC  ISn.  REPORT  ON  RETURN-FREE  system. 

(a)  Report.— The  Secretary  of  the  Treasury 
or  his  delegate  shall  prepare  a  report  on  a 
return-free  system  for  the  Federal  income 
tax  of  individuals.  Such  report  shall  in- 
clude— 

(1)  the  identification  of  classes  of  individ- 
uals who  would  be  permitted  to  use  a  return- 
free  system, 

(2)  how  such  a  system  would  be  phased  in, 

(3)  what  additional  resources  the  Internal 
Revenue  Service  would  need  to  carry  out 
such  a  system,  and 

(4)  the  types  of  changes  to  the  Internal 
Revenue  Code  of  1954  which  would  inhibit 
or  enhance  the  use  of  such  a  system. 

(b)  Due  Date.— The  report  under  subsec- 
tion (a)  shall  be  submitted,  not  later  than  6 
months  after  the  date  of  the  enactment  of 
this  Act,  to  the  Committee  on  Ways  and 
Means  of  the  House  of  Representatives  and 
the  Committee  on  Finance  of  the  Senate. 

rms  XVI-EXEMPT  AND  NONPROFIT 
ORGANIZATIONS 

SEC  isti.  certain  distributions  of  low  cost 

ARTICLES  AND  EXCHANGES  AND  RENT- 
ALS OF  MEMBER  USTS  BY  CERTAIN 
ORGANIZATIONS  NitT  TO  BE  TREATED 
AS  UNRELATED  TRADE  OR  BUSINESS 

(a)  In  General.— Section  513  (defining  un- 
related trade  or  business)  is  amended  by 
adding  at  the  end  thereof  the  foUounng  new 
subsection: 

"(h)  Certain  Distributions  of  Low  Cost 
Articles  WrmouT  Obuqation  To  Purchase 
and  exchanqes  and  rentals  of  member 
Lists. — 

"(1)  In  aENERAL.—In  the  c€ue  of  an  organi- 
zation which  is  descrH)ed  in  section  501  and 
contrilmtions  to  which  are  deductible  under 
paragraph  (2)  or  (3)  of  section  170(c),  the 
term  'unrelated  trade  or  business'  does  not 
include— 

"(A)  activities  relating  to  the  distrUtutUm 
of  low  cost  articles  if  the  distribution  of 
such  articles  is  incidental  to  the  solicitation 
of  charitable  contributions,  or 

"(B)  any  trade  or  business  which  consists 
of- 

"(i)  exchanging  unth  another  such  organi- 
zation names  and  addresses  of  donors  to  (or 
members  of)  such  organization,  or 


"(ii)  renting  such  names  and  addresses  to 
another  such  organization. 

"(2)  Low  COST  article  defined.— For  pur- 
poses of  this  subsection— 

"(A)  In  aENERAL.—The  term  Tow  cost  arti- 
cle' means  any  article  which  fias  a  cost  not 
in  excess  of  85  to  the  organization  which 
distributes  such  item  (or  on  whose  behalf 
such  item  is  distributed). 

"(B)  AoanEOATioN  rule.— If  more  than  1 
item  is  distributed  by  or  on  behalf  of  an  or- 
ganization to  a  single  distributee  in  any  cal- 
endar year,  the  aggregate  of  the  items  so  dis- 
tributed in  such  calendar  year  to  such  dis- 
tributee shall  be  treated  as  1  article  for  pur- 
poses of  subparagraph  (A). 

"(C)  Indexation  op  ts  amount.— In  the  case 
of  any  taxable  year  beginning  in  a  calendar 
year  after  1987,  the  85  amount  in  subpara- 
graph (A)  shall  6e  increased  by  an  amount 
equal  to— 

"(i)  85,  multiplied  by 

"(ii)  the  cost-of-living  adjustment  deter- 
mined under  section  1(f)(3)  for  the  calendar 
year  in  which  the  taxable  year  begins. 

"(3)  Distribution  which  is  incidental  to 
the  soucitation  of  charttable  contribu- 
TIONS DESCRIBED.— For  purposcs  of  this  sub- 
section, any  distribution  of  low  cost  articles 
by  an  organization  shall  be  treated  as  a  dis- 
tribution incidental  to  the  solicitation  of 
charitable  contributions  only  if— 

"(A)  such  distribution  is  not  made  at  the 
request  of  the  distributee, 

"(B)  such  distribution  is  made  without  the 
express  consent  of  the  distributee,  and 

"(C)  the  articles  so  distributed  are  accom- 
panied by— 

"(i)  a  request  for  a  chantable  contribution 
(as  defined  in  section  170(c))  by  the  distrib- 
utee to  such  organization,  and 

"(ii)  a  statement  that  the  distrittutee  may 
retain  the  low  cost  article  regardless  of 
whether  such  distributee  niakes  a  charitable 
contribution  to  such  organization. " 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  distribu- 
tions of  low  cost  articles  and  exchanges  and 
rentals  of  member  lists  after  the  date  of  the 
enactment  of  this  Act 

SEC   lt»2.  educational  ACTIVITIES  AT  CONVEN- 
HON  AND  TRADE  SHOWS 

(a)  Certain  Educational  AcnvmES  Treat- 
ed AS  Convention  and  Trade  Show  Activi- 
ties.—Section  S13(d)(3)(B)  (defining  to 
qualified  convention  and  trade  show  activi- 
ty) is  amended  by  inserting  after  "industry 
in  general"  the  foUounng:  "or  to  educate  per- 
sons in  attendance  regarding  new  develop- 
ments or  products  and  services  related  to  the 
exempt  activities  of  the  organization". 

(b)  QuALiFYiNO  Oroanizatjons.— Section 
513(d)(3)(C)  (defining  qualifying  organiza- 
tion) is  amended— 

(1)  by  striking  out  "SOKc)  (5)  or  (6)"  and 
inseHiTig  in  lieu  thereof  "501(c)  (3).  (4),  (S), 
or  (6)",  and 

(2)  by  inserting  before  the  period  at  the 
end  thereof  the  following:  "or  which  edu- 
cates persons  in  attendance  regarding  new 
developments  or  products  and  sermces  relat- 
ed to  the  exempt  activities  of  the  organiza- 
tion". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  activities 
in  taxable  years  beginning  after  the  dale  of 
the  enactment  of  this  Act 

SEC   /«•!    TAX  exemption  FOR  CERTAIN  tmS- 
HOLDING  COMPANIES 

(a)  In  General.— Section  501(c)  (relating 
to  the  list  of  exempt  organizations)  is 
amended  by  adding  at  the  end  thereof  the 
fcMowing  rtew  paragra^ 


"(2S)(A)  Am 

"(i)  has  no 
beneficiaries, 

"(ii)  has  oni 
interest,  and 

"(Hi)  U  ori 
poses  of— 

"(I)  acquiri 
title  to.  and 
property,  and 

"(II)  remit 
income  from,  i 
1  or  more  or 
paragraph  (C 
such  corpora 
trust 

"(B)  A  con 
scribed  in  sui 
to  whether  th 
nized  by  1  or 
in  subparagn 

"(C)  An  on 
subparagraph 

"(i)  a  quali 
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"(2S)(A)  Any  corporation  or  trust  which— 

"(i)  has  no  more  than  35  shareholders  or 
beneficiaries, 

"(ii)  has  only  1  class  of  stock  or  beneficial 
interest,  and 

"(Hi/  is  organized  for  the  exclusive  pur- 
poses of— 

"(I)  acquiring  real  property  and  holding 
title  to,  and  collecting  income  from,  such 
property,  and 

"(II)  remitting  the  entire  amount  of 
income  from  such  property  (less  expenses)  to 
1  or  more  organizations  described  in  sub- 
paragraph (C)  which  are  shareholders  of 
such  corporation  or  beneficiaries  of  such 
trust 

"(B)  A  corporation  or  trust  shall  be  de- 
scribed in  subparagraph  (A)  without  regard 
to  whether  the  corporation  or  trust  is  orga- 
nized by  1  or  more  organizations  described 
in  subparagraph  (C). 

"(C)  An  organization  is  described  in  this 
subparagraph  if  such  organization  is— 

"(i)  a  qualified  pensioti,  profit  sharing,  or 
stock  bonus  plan  that  meets  the  require- 
ments  of  section  401(a), 

"(ii)  a  governmental  plan  (u)ithin  the 
meaning  of  section  414(d)), 

"(Hi)  the  United  States,  any  State  or  polit- 
ical subdtrmon  thereof,  or  any  agency  or 
instrumentality  of  any  of  the  foregoing, 

"(iv)  any  organization  described  in  para- 
graph (3),  or 

"(v)  any  organization  described  in  this 
paragraph. 

"(D)  A  corporation  or  trust  described  in 
this  paragraph  must  permit  its  shareholders 
or  beneficiaries— 

"(i)  to  dismiss  the  corporation's  or  trust's 
investment  adviser,  following  reasonable 
notice,  upon  a  vote  of  the  shareholders  or 
beneficiaries  holding  a  majority  of  interest 
in  the  corporation  or  trust,  and 

"(ii)  to  terminate  their  interest  in  the  cor- 
poration or  trust  by  either,  or  both,  of  the 
following  alternatives,  as  determined  by  the 
corporation  or  trust' 

"(I)  by  selling  or  exchanging  their  stock  in 
the  corporation  or  interest  in  the  trust  (sub- 
ject to  ony  Federal  or  State  securities  law) 
to  any  organization  described  in  subpara- 
graph (C)  so  long  as  the  sale  or  exchange 
does  not  increase  the  number  of  sharehold- 
ers or  beneficiaries  in  such  corporation  or 
trust  above  35,  or 

"(II)  by  having  their  stock  or  interest  re- 
deemed by  the  corporation  or  trust  after  the 
shareholder  or  beneficiary  has  provided  90 
days  notice  to  such  corporation  or  trust " 

(b)  Clerical  Ahendmkst.— Subparagraph 
(C)  of  section  514(c)(9)  (relating  to  real 
property  acquired  try  a  qiuilified  organiza- 
tion) is  amended— 

(1)  by  striking  out  "or"  at  the  end  of 
clause  (i), 

(2)  by  striking  out  the  period  following 
clause  (ii)  and  inserting  in  lieu  thereof  "; 
or",  and 

(3)  by  adding  at  the  end  thereof  the  foUouh 
ing  new  daiue: 

"(Hi)  an  organization  described  in  section 
501(0(25)." 

(c)  EmcTTVE  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31, 1986. 

SEC  IU4.  EXCEPTION  TO  MEMBEKSBIP  ORGANIZA- 
TION DEDVCnON  KVLE& 

(a)  In  General.— Subsection  (b)  of  section 
277  (relaUng  to  deductions  incurred  by  cer- 
tain membership  organizations  in  transac- 
tions with  members)  is  amended— 

(1)  by  striking  out  "or"  at  the  end  of  para- 
graph (2), 


(2)  by  striking  out  the  period  at  the  end  of 
paragraph  (3)  and  inserting  in  lieu  thereof 
",  or",  and 

(3)  by  adding  at  the  end  thereof  the  fdllow- 
ing  new  paragraph: 

"(4)  which  is  engaged  primarily  in  the 
gathering  and  distribution  of  news  to  its 
members  for  publication. " 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  the  dale  of  the  enact- 
ment of  this  Act 

SEC  IttS.  TAX-EXEMPT  STATUS  FOR  AN  ORGANIZA- 
TION INTROBVCING  INTO  PVBUC  USE 
TBCBNOLOCr  DEVELOPED  BY  QUAU- 
nEB  ORGANIZATIONS. 

(a)  In  General.— For  purposes  of  the  Inter- 
nal Revenue  Code  of  1986,  an  organization 
shall  be  treated  as  an  organization  orga- 
nized and  operated  excluMvely  for  charita- 
ble purposes  if  such  organization— 

(1)  is  organized  and  operated  exclusively— 

(A)  to  provide  for  (directly  or  by  arranging 
for  and  supervising  the  performance  by  in- 
dependent contractors)— 

(i)  reviewing  technology  disclosures  from 
qualified  organizations, 

(ii)  obtaining  protection  for  such  technol- 
ogy through  patents,  copyrights,  or  other 
means,  and 

(Hi)  licensing,  sale,  or  other  exploitation 
of  such  technology, 

(B)  to  distribute  the  income  therefrom,  to 
such  qualified  organizations  after  paying 
expenses  and  other  amounts  as  agreed  with 
the  originating  qualified  organizations,  and 

(C)  to  make  research  grants  to  such  quali- 
fied organizations, 

(2)  regularly  provides  the  services  and  re- 
search grants  described  in  paragraph  (1)  ex- 
clusively to  1  or  more  qualified  organiza- 
tions, except  that  research  grants  m^y  be 
made  to  such  qualified  organizations 
through  an  organization  which  is  controlled 
by  1  or  more  organizations  each  of  which— 

(A)  is  an  organization  described  in  section 
501(c)(3)  of  the  Internal  Revenue  Code  of 
1986  or  the  income  of  which  is  excluded 
from  taxation  under  section  115  of  such 
Code,  and 

(B)  may  be  a  recipient  of  the  services  or 
research  grants  described  in  paragraph  (1), 

(3)  derives  at  least  80  percent  of  its  gross 
revenues  from  providing  services  to  quali- 
fied organizations  located  in  the  same  State 
as  the  State  in  which  such  organization  has 
its  principal  office,  and 

(4)  was  incorporated  on  July  20, 1981. 

(b)  Qualified  OROAmzATioNS.-For  pur- 
poses of  this  section,  the  term  "qualified  or- 
ganization "  has  the  same  meaning  given  to 
such  term  by  subparagraphs  (A)  and  (B)  of 
section  41(e)(6)  (as  redesignated  by  section 
231(d)(2))  of  the  Internal  Revenue  Code  of 
1986. 

(C)  TRSATMElfT  OF  INVESTMENT  IN  A  TECHNOL- 

OOY  Transfer  Service  Organization.- 

(1)  In  general.— a  qualified  investment 
made  by  a  private  foundation  in  an  organi- 
zation described  in  subparagraph  (C)  shall 
be  treated  as  an  investment  described  in  sec- 
tion 4944(c)  of  the  Internal  Revenue  Code  of 
1986  and  shall  not  result  in  imposition  of 
taxes  under  section  4941,  4943.  4944,  4945,  or 
507(c)  of  such  Code. 

(2)  DEFiNmoNS.—For  purposes  of  this  sub- 
section— 

(A)  Qualified  investment.— The  term 
"qualified  investment"  means  a  transfer  by 
a  private  foundation  of— 

(i)  all  of  the  patents,  copyrights,  knovh 
how,  and  other  technology  or  rights  thereto 
of  the  private  foundaHon,  and 

(ii)  investment  assets,  net  receivables,  and 
cash  not  exceeding  $35,000,000, 


to  such  organization  in  exchange  for  debt 

(B)  Private  foundation.— The  term  "pri- 
vate foundation"  meaTis- 

(i)  a  nonprofit  corporation  which  teas  in- 
corporated before  1913  which  is  described  in 
sections  501(c)(3)  and  509(a)  of  such  Code, 
and  which  is  exempt  from  taxation  under* 
section  501(a)  of  such  Code,  and 

(ii)  the  principal  purposes  of  which  are  to 
support  research  by  and  to  provide  technolo- 
gy transfer  services  to  organizations  de- 
scribed in  section  170(b)(1)(A)  of  such 
Code— 

(I)  which  are  exempt  from  taxation  under 
section  501(a)  of  such  Code,  or 

(II)  the  income  of  which  is  excluded  from 
taxation  under  section  115  of  such  Code. 

(C)  TECHNOLOOY  TRANSfER  OROANIZATION.- 

The  term  "technology  transfer  organiza- 
tion" means  a  corporation  establistied  after 
the  date  of  the  enactment  of  this  Act— 

(i)  which  is  organized  and  operated  to  ad- 
vance the  public  welfare  through  the  provi- 
sion of  technology  transfer  services  to  re- 
search organizations, 

(ii)  no  part  of  the  net  earnings  of  which 
inures  to  the  benefit  of,  or  is  distributable 
to,  any  private  shareholder,  individual,  or 
entity,  other  than  a  private  foundation  or 
research  organization, 

(Hi)  which  does  not  participate  in,  or  in- 
tervene in  (inclxiding  the  publishing  or  dis- 
tributing of  statements)  any  political  cam- 
paign on  behalf  of  any  candidate  for  public 
office, 

(iv)  no  substantial  part  of  the  activities  of 
which  is  carrying  on  propaganda,  or  other- 
wise attempting,  to  influence  legislation, 
and 

(V)  upon  liquidation  or  dissolution  of 
which  all  of  its  net  assets  can  be  distributed 
only  to  research  organizations. 

(d)  Effective  Date.— This  section  shall 
take  effect  on  the  date  of  the  enactment  of 
this  Act 

SEC.  ItSf.  DEFINITION  OF  GOVERNMENT  OmCIAL 

(a)  In  General.— Paragraph  (51  of  section 
4946(c)  of  the  Internal  Revenue  Code  of  1986 
(relating  to  government  official)  is  amended 
by  striking  out  "815,000"  and  inserting  in 
lieu  thereof  "820,000". 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  compen- 
sation received  after  December  31,  1985. 

SEC  l$n.  TRANSITION  RULE  FOR  ACQUISITION  IN- 
DEBTEDNESS WITH  RESPECT  TO  CER- 
TAIN LAND. 

For  purposes  of  applying  section  514(c)  of 
the  Internal  Revenue  Code  of  1986,  with  re- 
spect to  a  disposition  during  calendar  year 
1986  or  calendar  year  1987  of  land  acquired 
during  calendar  year  1984,  the  term  "acqui- 
sition indebtedness"  does  not  include  in- 
debtedness incurred  in  conriection  with 
bonds  issued  after  January  1,  1984,  and 
before  July  19,  1984,  on  behalf  of  an  organi- 
zation which  is  a  community  college  and 
which  is  described  in  section  511  (a)(2)(B)  of 
such  Code. 

SEC  Ittt.  TREATMENT  OF  CERTAIN  AMOUNTS  PAID 
TO  OR  FOR  THE  BENEFIT  OF  CERTAIN 
INSTTTUnONS  OF  HIGHER  EDVCA  TION. 

(a)  In  General.— Amounts  paid  by  a  tax- 
payer to  or  for  the  benefit  of  an  institution 
of  higher  education  described  in  paragraph 
(1)  or  (2)  of  subsection  (b)  (other  than 
amounts  separately  paid  for  tickets)  which 
would  otherwise  qualify  as  a  charitable  con- 
tribution unthin  the  meaning  of  section  170 
of  the  Internal  Revenue  Code  of  1986  shall 
not  be  disqualified  because  such  taxpayer  re- 
ceives the  right  to  seating  or  the  right  to 


24356 


CONGRESSIONAL  RECORD— HOUSE 


September  18, 1986 


UMI 


Vurchau  ttating  in  an  athletic  stadium  of 
avcft  inttiUMon. 

(b)  DKaauBMD  IssrnvnoNS.— 

11)  An  institution  is  described  in  this 
pamoravh,  if— 

(A)  such  institution  was  mandated  by  a 
State  constitution  in  1876, 

IB)  such  institution  was  established  by  a 
State  leffislatuTe  in  March  1881,  and  is  locat- 
ed in  a  State  capital  pursuant  to  a  statewide 
eleetion  in  September  1981, 

(C)  the  campus  of  such  institution  formal- 
ly opened  on  September  IS,  1883,  and 

fD)  such  institution  is  operated  under  the 
authority  of  a  9-member  board  of  regents  ap- 
pointed by  the  governor. 

(2)  An  institution  is  described  in  this 
paragraph  if  such  institution  has  an  athlet- 
ic stadium— 

(A)  the  plans  for  renovation  of  which  were 
approved  by  a  board  of  supervisors  in  De- 
cember 1984,  and  reaffirmed  by  such  board 
in  December  198S  and  January  1986.  and 

(B)  the  plans  for  renovation  of  which  were 
approved  by  a  State  board  of  ethics  for 
jnMic  employees  in  February  1986. 

(c)  EmcnvE  Date.— The  provisions  of  this 
lection  shall  apply  to  amounts  paid  in  tax- 
able years  beginning  on  or  after  January  1, 
1984. 

TITLE  XVII—MISCEUANEOUS  PROVISIOSS 
SBC  ini.  BrreNsio\  asd  modification  of  tab- 

GBTBD  JOBS  CBEDIT. 

(a)  3-Year  Extension.— Paragraph  (3)  of 
section  Slid  (relating  to  termination)  is 
amended  by  strUcing  out  "December  31, 
198S"  and  inserting  in  lieu  thereof  "Decem- 
ber 31,  1988". 

(b)  Credit  FOR  First-Year  Waoes  Only.— 
(1)  In  OENERAL-Section  51(a)  (relating  to 

determination    of   amount    of   credit)    is 
amended  to  read  as  follows: 

"(a)  Determination  of  Amount.— For  pur- 
poses of  section  38,  the  amount  of  the  target- 
ed jobs  credit  determined  under  this  section 
for  the  taxable  year  shall  be  equal  to  40  per- 
cent of  the  qualified  first-year  wages  for 
such  year. " 

12)  CONFORMINO  AMENDMENTS.— 

(A)  Subsection  (b)  of  section  51  (defining 
qualified  wages)  is  amended— 

(i)  by  striking  out  paragraph  (3)  and  by 
redesignating  paragraph  (4)  as  paragraph 
(3),  and 

(ii)  by  striking  out  ",  and  the  amount  of 
the  qiuxlified  second-year  wages,"  in  para- 
graph (3)  (as  so  redesignated). 

(B)  Subparagraph  (B)  of  section  Sl(d)(12) 
(relating  to  qualified  summer  youth  employ- 
ee) is  amended— 

(i)  by  striking  out  "50  percent"  in  clause 
ti)  thereof  and  inserting  in  lieu  thereof  "40 
percent", 

(ii)  by  striking  out  clause  (ii)  and  redesig- 
nating clauses  (Hi)  and  (iv)  as  clauses  (ii) 
and  (Hi),  respectively,  and 

(Hi)  by  striking  out  "subsection  (b)(4)" 
and  inserting  in  lieu  thereof  "subsection 
(b)(3)"  in  clause  (Hi)  (as  so  redesignated). 

(c)  EuaiBLE  Individuals- Period  of  Em- 
nx)YMStfT.— Subsection  (i)  of  section  51  (re- 
lating to  certain  individutUs  ineligible)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(3)  Individuals  not  meetino  minimum  em- 
floyment  period.— No  wages  shall  be  taken 
into  account  under  siUuection  (a)  with  re- 
tpect  to  any  individual  unless  such  individ- 
ual either— 

"(A)  is  employed  by  the  employer  at  least 
90  days  (14  days  in  the  case  of  an  individual 
described  in  siUtsection  (d)(12)),  or 

"(B)  has  completed  at  Uast  120  hours  (20 
hours  in  the  case  of  an  individual  described 


in  subsection  (d)(12))  of  services  performed 
for  the  employer. " 

(d)  Extension  of  Authorization.— Para- 
graph (2)  of  section  261(f)  of  the  Economic 
Recovery  Tax  Act  of  1981  is  amended  by 
striking  out  "fiscal  years  1983,  1984,  and 
1985"  and  inserting  in  lieu  thereof  "fiscal 
years  1983,  1984,  1985,  1986,  1987,  and  1988". 

(e)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  with  respect 
to  individuals  who  begin  work  for  Uie  em- 
ployer after  December  31,  1985. 

SBC.  1702.  certain  DIESBL  PVEL  TAXES  MA  Y  BE  IM- 
POSED OS  SALBS  TO  retailers. 

(a)  In  General.— Section  4041  (relating  to 
imposition  of  tax  on  special  fuels)  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
neto  subsectiOTL- 

"(n)  Tax  on  Diesel  Fuel  for  Highway  Ve- 
hicle Use  May  Be  Imposed  on  Sale  to  Re- 
tailer.— Under  regulations  prescribed  by  the 
Secretary— 

"(1)  In  aENERAL.—Vpon  the  written  con- 
sent of  the  seller,  the  tax  imposed  by  subsec- 
tion (a)(1)— 

"(A)  shall  apply  to  the  sale  of  diesel  fuel  to 
a  qualified  retailer  (and  such  sale  shall  be 
treated  as  described  in  subsection  (a)(1)(A)), 
and 

"(B)  shall  not  apply  to  the  sale  of  diesel 
fuel  by  such  retailer  or  the  use  of  diesel  fuel 
described  in  subsection  (a)(1)(B)  if  tax  was 
imposed  on  such  fuel  under  subparagraph 
(A)  of  this  paragraph. 

"(2)  Liability  for  violation  of  certifica- 
tion.—Notwithstanding  paragraph  (1),  a 
qualified  retailer  shall  be  liable  for  the  tax 
on  liquid  descrH>ed  in  paragraph  (3)(C)(ii) 
if  such  liquid  is  used  as  fuel  in  a  diesel-pow- 
ered  highway  vehicle. 

"(3)  Definitions.— For  purposes  of  this  sub- 
section— 

"(A)  Qualified  retailer.— The  term  'quali- 
fied retailer'  means  any  retailer— 

"(i)  who  elects  (under  such  terms  and  con- 
ditions as  may  be  prescribed  by  the  Secre- 
tary) to  have  paragraph  (1)  apply  to  all  sales 
of  diesel  fuel  to  such  retailer  by  any  person, 
and 

"(ii)  who  agrees  to  provide  a  written 
notice  to  such  person  that  paragraph  (1)  ap- 
plies to  all  sales  of  diesel  fuel  by  such  person 
to  such  retailer. 

Such  election  and  notice  shall  be  effective 
for  such  period  or  periods  as  may  be  pre- 
scribed by  the  Secretary. 

"(B)  Retailer.— The  term  'retailer'  means 
any  person  who  sells  diesel  fuel  for  use  as  a 
fuel  in  a  diesel-powered  highway  vehicle. 
Such  term  does  not  include  any  person  who 
seUs  diesel  fuel  primarily  for  resale. 

"(C)  Diesel  fuel.— 

"(i)  In  OENERAU-The  term  'diesel  fuel' 
means  any  liquid  on  which  tax  v>ould  be  im- 
posed by  subsection  (a)(1)  if  sold  to  a 
person,  and  for  a  use,  descrH>ed  in  sut)sec- 
tion  (a)(1)(A). 

"(ii)  Exception.— A  liquid  shall  not  be 
treated  as  diesel  fuel  for  purposes  of  this 
sul)section  if  the  retailer  certifies  in  writing 
to  the  seller  of  such  liquid  that  such  liquid 
unll  not  be  sold  for  use  as  a  fuel  in  a  diesel- 
pouxred  highway  vehicle. 

"(4)  Failure  to  notify  seller.— 

"(A)  In  GENERAU-If  a  qualified  retailer 
fails  to  provide  the  notice  described  in  para- 
graph (3)(A)(ii)  to  any  seller  of  diesel  fuel  to 
such  retailer— 

"(i)  paragraph  (1)  shall  not  apply  to  sales 
of  diesel  fuel  by  such  seller  to  such  retailer 
during  the  period  for  which  such  failure 
continues,  and 

"(ii)  any  diesel  fuel  sold  by  such  seller  to 
such  retailer  during  such  period  shall  be 


treated  as  sold  by  such  retailer  (in  a  sale  de- 
scribed in  subsection  (a)(1)(A))  on  the  date 
such  fuel  was  sold  to  such  retailer. 

"(B)  Penalty.— For  penalty  for  failing  to 
notify  seller,  see  section  6652(j). 

"(5)  Exemptions  not  to  apply.— 

"(A)  In  aENERAL.—No  exemption  from  the 
tax  imposed  by  subsection  (a)(1)  shall  apply 
to  a  sale  to  which  paragraph  (1)  or  (4)(A)  of 
this  subsection  applies. 

"(B)  Cross  reference.— 

"For  provisions  allowing  a  credit  or  refund  for 
certain  sales  and  uses  of  fuel,  see  sections  64 IS  and 
6427." 

(b)  Penalty.— Section  6652  (relating  to 
failure  to  file  certain  information  returns, 
registration  statements,  etc.),  as  amended  by 
section  1501(d),  is  amended  by  redesignat- 
ing subsection  (j)  as  subsection  (k)  and  by 
iTiserting  after  subsection  (i)  the  following 
new  subsectioru 

"(j)  Failure  To  Give  Written  Notice  to 
Certain  Sellers  of  Diesel  Fuel.— 

"(1)  In  aENERAL.—If  any  qualified  retailer 
fails  to  provide  the  notice  described  in  sec- 
tion 4041(n)(3)(A)(ii)  to  any  seller  of  diesel 
fuel  to  such  retailer,  unless  it  is  shown  that 
such  failure  is  due  to  reasonable  cause  and 
not  to  willful  neglect,  there  shall  be  paid,  on 
notice  and  demand  of  the  Secretary  and  in 
the  same  manner  as  tax,  by  such  retailer 
with  respect  to  each  sale  of  diesel  fuel  to 
such  retailer  by  such  seller  to  which  section 
4041(n)(4)  applies  an  amount  equal  to  5  per- 
cent of  the  tax  imposed  by  section  4041(a)(1) 
on  such  sale  by  reason  of  paragraphs  (3)  and 
(4)(A)  of  section  4041(n). 

"(2)  Definitions.- For  purposes  of  para- 
graph (1),  the  terms  'qualified  retailer'  and 
'diesel  fuel'  have  the  respective  meanings 
given  such  terms  by  section  4041  (n). " 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  sales 
after  the  first  calendar  quarter  beginning 
more  than  60  days  after  the  date  of  the  en- 
actment of  this  Act 

SBC.  1793.  GASOLINE  TAX  GENERALLY  COLLECTED 
at  TERMINAL  LEVEL 

(a)  In  General.— Subpart  A  of  part  III  of 
subchapter  A  of  chapter  32  (relating  to  man- 
ufacturers excise  taxes)  is  amended  to  read 
as  follows: 

"Subpart  A — Gasoline 

"Sec.  4081.  Imposition  of  tax. 

"Sec.  4082.  Definitions. 

"Sec.  4083.  Cross  references. 

■•SBC  49SL  IMPOSITION  OF  tax. 

"(a)  Tax  Imposed.— 

"(1)  In  oeneral.— There  is  hereby  imposed 
a  tax  of  9  cents  a  gallon  on  the  earlier  of— 

"(A)  the  removal,  or 

"(B)  the  sale, 
of  gasoline  by  the  refiner  or  importer  thereof 
or  the  terminal  operator. 

"(2)  Bulk  transfer  to  terminal  opera- 
tor.—For  purposes  of  paragraph  (1),  the 
bulk  transfer  of  gasoline  to  a  terminal  oper- 
ator by  a  refiner  or  importer  shall  not  be 
considered  a  removal  or  sale  of  gasoline  by 
such  refiner  or  importer. 

"(b)  Treatment  of  Removal  or  Subse- 
quent Sale  by  Blender  or  Compounder.— 

"(1)  In  aENERAi,—TheTe  is  hereby  imposed 
a  tax  of  9  cents  a  gallon  on  gasoline  re- 
moved or  sold  tn/  the  blender  or  compounder 
thereof. 

"(2)  CREDFT  for  tax  previously  PAJD.—lf— 

"(A)  tax  is  imposed  on  the  removal  or  sale 
of  gasoline  by  reason  of  paragraph  (1),  and 

"(B)  the  blender  or  compounder  estalh 
lishes  the  amount  of  the  tax  paid  with  re- 
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tion (a), 

the  amount  of  the  tax  so  paid  shall  be  al- 
lowed  as  a  credit  against  the  tax  imposed  by 
reason  of  paragraph  11). 

"(c)  Gasoune  Mixed  With  Alcohol  at  Re- 
nsERY,  Etc.— 

"(1)  In  general.— Under  regulations  pre- 
scribed by  the  Secretary,  subsection  (a)  shall 
be  applied  by  substituting  '3  cents'  for  '9 
cents'  in  the  case  of  the  removal  or  sale  of 
any  gasoline  for  use  in  producing  gasohol  at 
the  time  of  such  removal  or  sale.  For  pur- 
poses of  this  paragraph  the  term  'gasohol' 
meatu  any  mixture  of  gasoline  if  at  least  10 
percent  of  such  mixture  is  alcohol 

"(2)  Later  separation  or  gasoune  from 
aASOHOL.—If  any  person  separates  the  gaso- 
line from  a  mixture  of  gasoline  and  alcohol 
on  which  tax  was  imposed  under  subsection 
(a)  at  a  rate  eouivalent  to  3  cents  a  gallon 
by  reason  of  this  subsection  (or  with  respect 
to  which  a  credit  or  payment  was  allowed  or 
made  by  reason  of  section  6427(fJ(l)),  such 
person  shall  be  treated  as  the  refiner  of  such 
gasoline.  The  amount  of  tax  imposed  on  any 
sale  of  such  gasoline  by  such  person  shall  be 
5  2/3  cents  a  gallon. 

"(3)  Alcohol  DEtiNED.-For  purposes  of 
this  subsection,  the  term  'alcohol'  includes 
methanol  and  ethanol  but  does  not  include 
alcohol  produced  from  petroleum,  natural 
gas,  or  coal  (including  peat).  Such  term  does 
not  include  alcohol  vnth  a  proof  of  less  than 
190  (determined  unthout  regard  to  any 
added  denaturants). 

"(4)  Termination.— Paragraph  (1)  shall  not 
apply  to  any  removal  or  sale  after  December 
31  1992. 

'"(d)  "TERMiNATiON.-On  and  after  October 
1,  198S,  the  taxes  imposed  by  this  section 
shall  not  apply. 

SEC.  4962.  DEFINITIOSS. 

"(a)  Gasoune.— For  purposes  of  this  sub- 
part, the  term  'gasoline'  includes,  to  the 
extent  prescribed  in  regulations— 

"(1)  gasoline  blend  stocks,  and 

"(2)  products  commonly  used  as  additives 
in  gasoline. 

For  purposes  of  paragraph  (1),  the  term  'gas- 
oline blend  stocks'  means  any  petroleum 
product  component  of  gasoline. 

"(b)  (Certain  Uses  Defined  as  Removal.— If 
a  refiner,  importer,  terminal  operator, 
blender,  or  compounder  uses  (other  than  in 
the  production  of  gasoline  or  special  fuels 
referred  to  in  section  4041)  gasoline  refined, 
imported,  blended,  or  compounded  by  him, 
such  use  shall  for  the  purposes  of  this  chap- 
ter be  considered  a  removal 

-SEC.  4»SS.  CKOSS  KEFEKENCES. 

"(1)  For  provision*  to  reUeoe  farmer*  from  excite 
tax  in  the  ease  of  ga*oline  u*ed  on  the  farm  for 
farming  purpo*e*,  tee  teetion  6420. 

"(2)  For  prooitiont  to  relieve  purehatert  of  goto- 
line  from  excite  lax  in  the  eate  ofgatoline  used  for 
certain  nonhigkwat  purpotet,  uted  by  local  trantit 
tfttemt,  or  told  for  certain  exempt  purpotet,  tee 
teetion  6421. 

"(3)  For  provitiont  to  relieve  purchater*  ofgato- 
line from  excite  tax  in  the  cote  ofgatoline  not  uttd 
for  taxable  purpotet,  tee  teetion  6427. " 

(b)  Bond  Requirements.— 

(1)  In  general.— Section  4101  is  amended 
to  read  as  follows: 

-SEC  4UL  REGISTRATION  AND  BOND. 

"(a)  REGiSTRATioN.-Every  person  subject 
to  tax  under  section  4081  shall  before  incur- 
ring any  liability  for  tax  under  such  section, 
register  vnth  the  Secretary. 

"(b)  Bond.— Under  regulations  prescribed 
by  the  Secretary,  every  person  who  registers 
under  subsection  (a)  may  be  required  to  give 
a  bond  in  such  sum  as  the  Secretary  deter- 
mines." 


(2)  Clerical  amendment.— The  table  of  sec- 
tions for  subjmrt  C  of  part  III  of  subchapter 
A  of  chapter  32  is  amended  by  striking  out 
the  item  relating  to  section  4101  and  insert- 
ing in  lieu  thereof  the  following  new  item: 
"Sec.  4101.  Registration  and  bond. " 

(c)  Gasoune  Sold  for  Certain  Exempt 
Purposes.— 

(1)  In  QENERAL—Section  6421  (relating  to 
gasoline  used  for  certain  nonhighway  pur- 
poses or  by  local  transit  systems)  is  amend- 
ed- 

(A)  by  redesignating  subsections  (c),  (d), 
(e),  (f),  (g),  and  (h)  as  subsections  (d),  (e), 
(f),  (g),  (h),  and  (i),  respectively,  and 

(B)  by  inserting  after  subsection  (b),  the 
following  new  subsectioru 

"(c)  Exempt  Purposes.— If  gasoline  is  sold 
to  any  person  for  any  purpose  described  in 
paragraph  (2),  (3),  (4),  or  (S)  of  section 
4221(a),  the  Secretary  shall  pay  (without  in- 
terest) to  such  person  an  amount  equal  to 
Vie  product  of  the  number  of  gallons  of  gaso- 
line so  sold  multiplied  by  the  rate  at  which 
tax  was  imposed  on  such  gasoline  by  section 
4081. " 

(2)  Conforming  amendments.— 

(A)  Paragraph  (1)  of  section  6421(d)  (relat- 
ing to  time  for  filing  claims;  period  cov- 
ered), as  redesignated  by  paragraph  (1)  of 
this  subsection,  is  amended  by  striking  out 
"and  not  more  than  one  claim  may  be  filed 
under  subsection  (b)"  and  inserting  in  lieu 
thereof  "not  more  than  one  claim  may  be 
filed  under  subsection  (b),  and  not  more 
than  one  claim  may  be  filed  under  subsec- 
tion (c)". 

(B)  Section  6421(f)  (relating  to  exempt 
sales;  other  payments  or  refunds  available), 
as  redesignated  by  paragraph  (1)  of  this  sub- 
section, is  amended  by  striking  out  para- 
graph (1)  and  redesignating  paragraphs  (2) 
o»d  (3)  as  paragraphs  (1)  and  (2),  respec- 
tively. 

(C)  Subsection  (a)  of  section  4221  (relating 
to  certain  tax-free  sales)  is  amended— 

(i)  by  inserting  "or  4081"  after  "section 
4121"  in  the  first  sentence,  and 

(ii)  by  striking  out  "4071,  or  4081 "  in  the 
last  sentence  and  inserting  in  lieu  thereof 
"or  4071". 

(D)  The  heading  for  section  6421  is  amend- 
ed to  read  as  follows: 

"SEC.  UlL  GASOUNE  USED  FOR  CERTAIN  NONHIGH- 
WA  Y  purposes.  USED  BY  LOCAL  TRAN- 
sit systems,  or  sold  for  certain 
exempt  purposes  " 

(E)  The  table  of  contents  for  subchapter  B 
of  chapter  65  is  amended  by  striking  out  the 
item  relating  to  section  6421  and  inserting 
in  lieu  thereof  the  following  new  item: 
"Sec  6421.  Gasoline  used  for  certain  non- 
highway    purposes,     used     by 
local  transit  systems,   or  sold 
for  certain  exempt  purposes. " 

(d)  Time  for  Fiung  Gasohol  Credit.— 

(1)  In  general.— Section  6427(h)  (relating 
to  time  for  filing  claims;  period  covered)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(3)  Special  rule  for  gasohol  credit.— 

"(A)  In  general.— a  claim  may  be  filed 
under  subsection  (f)  by  any  person  vnth  re- 
spect to  gasoline  used  to  produce  gasohol  (as 
defined  in  section  4081(c)(1))  for  any 
period— 

"(i)  for  which  $200  or  more  is  payable 
under  such  subsection  (f),  and 

"(ii)  which  is  not  less  than  1  week. 

"(B)  Payment  of  claim.— Notwithstanding 
subsection  (f)(1),  if  the  Secretary  has  not 
paid  pursuant  to  a  claim  filed  under  this 
section  within  20  days  of  the  date  of  the 
filing  of  such  claim,  the  claim  shall  be  paid 


toith  interest  from  such  date  determined  by 
using  the  overpayment  rate  and  method 
under  section  6621. " 

(B)  Conforming  amendments.— 

(i)  Paragraph  (1)  of  section  6427(h)  is 
amended  by  striking  out  "(f)". 

(ii)  Paragraph  (2)(A)  of  section  6427(h)  is 
amended— 

(I)  by  inserting  "or"  at  the  end  of  sub- 
clause (i), 

(II)  by  striking  out  "or"  at  the  end  of  sub- 
clause (ii),  and 

(III)  by  striking  out  clause  (Hi)  and  "(or 
clauses)". 

(Hi)  Paragraph  (2)(B)  of  section  6427(f)  is 
amended  by  striking  out  "or  clause  (Hi)". 

(iv)  Paragraph  (2)  of  section  6427(j)  is 
amended  by  striking  out  "subsection  (h)(2)" 
and  inserting  in  lieu  thereof  "subsection 
(h)(2)  or  (h)(3)". 

(e)  Credit  for  Gasoune  Blend  Stocks  or 
Additives  Not  Used  for  Producing  Gaso- 
une.— 

(1)  In  GENERAL.— Section  6427  (relating  to 
fuels  not  used  for  taxable  purposes)  is 
amended— 

(A)  by  redesignating  subsections  (h),  (i), 
(j),  (k),  (I),  (m),  and  (n)  as  subsections  (i), 
(}),  (k),  (I),  (m),  (n),  and  (o),  respectively, 
and 

(B)  by  inserting  after  subsection  (g)  the 
following  new  subsection: 

"(h)  Gasoune  Blend  Stocks  or  Additives 
Not  Used  for  Producing  Gasoune.— Except 
as  provided  in  subsection  (k),  if  any  gaso- 
line blend  stock  or  additive  (within  the 
meaning  of  section  4082(b))  is  not  used  by 
any  person  to  produce  gasoline  and  sttch 
person  establishes  that  the  ultimate  use  of 
such  gasoline  blend  stock  or  additive  is  not 
to  produce  gasoline,  the  Secretary  shall  pay 
(unthout  interest)  to  such  person  an  amount 
equal  to  the  aggregate  amount  of  the  tax  im- 
posed on  such  person  uiith  respect  to  such 
gasoline  blend  stock  or  additive. " 

(2)  Conforming  amendments.— 

(A)  Subsections  fa),  (bid),  (c),  (dl,  (e)(1), 
(f)(1),  and  (g)(1)  of  section  6427  are  each 
amended  by  striking  out  "subsection  (j)" 
and  inserting  in  lieu  thereof  "subsection 
(k)". 

(B)  Subsection  (i)(l)  of  section  6427  (as  re- 
designated by  subsection  (d)(1)(A))  is 
amended  by  striking  out  "or  (g)"  and  insert- 
ing in  lieu  thereof  "(g),  or  (h)". 

(C)  Subsections  (i)(2)(A)(i)  and  fn)  of  sec- 
tion 6427  (as  so  redesignated)  are  amended 
by  striking  out  "and  (g)"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "(g),  and 
(h)". 

(D)  The  heading  of  subsection  (n)  of  sec- 
tion 6427  (as  so  redesignated)  is  amended  by 
striking  out  "and  (g)"  and  inserting  in  lieu 
thereof  "(g),  and  (h)". 

(E)  Subsection  (i)(2)  of  section  6427  (as  so 
redesignated)  is  amended  by  striking  out 
"subsection  (h)(2)"  and  insertirig  in  lieu 
thereof  "(i)(2)". 

(F)  Section  34(a)(3)  U  amended  by  strik- 
ing out  "section  6427(j)"  and  inserting  in 
lieu  thereof  "section  6427(k)". 

(G)  Sections  7210.  7603,  7604(b). 
7604(c)(2),  7605(a),  7609(c)(1),  and  7610(c) 
are  amended  by  striking  out  "section 
6427(i)(2)"  and  inserting  in  lieu  thereof 
"section  6427(j)(2)". 

(f)  Floor  Stock  Taxes.— 

(1)  In  general— On  gasoline  subject  to  tax 
under  section  4081  of  the  Internal  Revenue 
Code  of  1986  which,  on  January  1.  1988,  is 
held  by  a  dealer  for  sale,  and  unth  respect  to 
which  no  tax  has  been  imposed  under  such 
section,  there  is  hereby  imposed  a  floor 
stocks  tax  at  the  rate  of  9  cents  a  galUm. 
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<2l  OvtRPAYWurr  or  floor  stocks  taxxs.— 
Section  6416  of  such  Code  shall  apply  in  re- 
tpect  of  the  floor  stocks  taxes  imposed  by 
this  section,  so  as  to  enHtle.  sultject  to  aU 
prmHtions  of  such  section,  any  person 
pawing  such  floor  stocks  taxes  to  a  credit  or 
refund  thereof  for  any  reasons  specified  in 
tuOi  section. 

(3/  Dv*  DATE  or  TAXES.— The  taxes  imposed 
by  this  subsection  shall  be  paid  before  Feb- 
ruary 16, 1966. 

(4)  THA/arER  or  nooR  stocks  taxes  to 
moHWAY  TRUST  rusD.—For  purposes  of  deter- 
mining the  anuiunt  transferred  to  the  High- 
way  Trust  Fund  for  any  period,  the  taxes 
imposed  by  this  subsection  shall  be  treated 
as  if  they  were  imposed  by  section  4081  of 
the  Internal  Revenue  Code  of  1986. 

(5 J  DErmmoNS  and  special  rule.— For  pur- 
.  poses  of  this  subsection— 

(A)  DEALER.~-The  term  "dealer"  includes  a 
iDholesaler,  jobber,  distributor,  or  retailer. 

(B)  Held  by  a  dealer.— Gasoline  shall  be 
considered  as  "held  by  a  dealer"  if  title 
thereto  has  passed  to  such  dealer  (whether  or 
not  delivery  to  him  has  been  made)  and  if 
for  purposes  of  consumption  title  to  such 
gasoline  or  possession  thereof  lias  not  at  any 
time  been  transferred  to  any  person  other 
than  a  dealer. 

(C)  GASOUNE.—The  term  "gasoline"  has 
the  same  meaning  given  to  such  term  by  sec- 
tion i08Z(a)  of  the  Internal  Revenue  Code  of 
1966. 

(g)  Study  or  Evasion  or  Gasoline  Tax.— 

<1)  In  OENERAL.—TTie  Secretary  of  the 
Treasury  or  his  delegate  shall  conduct  a 
study  of  the  incidence  of  the  evasion  of  the 
gasoline  tax. 

(2J  Report.— The  report  of  the  study  under 
paragraph  (1)  shall  be  submitted,  not  later 
than  December  31,  1986,  to  the  Committee 
on  Ways  and  Means  of  the  House  of  Repre- 
sentatives and  the  Committee  on  Finance  of 
the  Senate. 

(hJ  ErrscnvE  Date.— The  amendments 
made  by  this  section  shaU  apply  to  gasoline 
removed  (as  defined  in  section  4082  of  the 
Internal  Revenue  Code  of  1986.  as  amended 
by  this  section)  after  December  31,  1987. 

sec  I7M.  EXEMPTION  FROM  SOCIAL  SECVRITY  COV- 
ERAGE FOR  CERTAIN  CLERGY. 

(a)  Conditions  for  Receivino  Exemp- 
tion.— 

(1)  In  general.— Section  1402(e)(1)  (relat- 
ing to  exemption  from  tax  on  self-employ- 
ment income  of  certain  ministers,  members 
of  religious  orders,  and  Christian  Science 
practitioners)  is  amended  by  inserting  "and, 
in  the  case  of  an  indiindual  described  in 
subparagraph  (A),  that  he  has  informed  the 
ordaining,  commissioning,  or  licensing  body 
of  the  church  or  order  that  he  is  opposed  to 
such  insurance"  after  "Act)". 

(2)  Verification  of  appucation.— Section 
1402(e),  as  amended  by  paragraph  (1)  of  this 
subsection,  is  further  amended— 

(A)  6y  striking  out  "Any  individiial"  in 
paragraph  (1)  and  inserting  in  lieu  thereof 
"Sutdect  to  paragraph  (2),  any  individual", 

(B)  by  redesignating  paragraphs  (2)  and 
(3J  as  paragraphs  (3)  and  (4),  respectively, 
and 

(C)  by  inserting  after  paragraph  (1)  the 
folkniring  new  paragraph: 

"(2)  Verification  of  appucation.— The  Sec- 
retary may  approve  an  application  for  an 
exemption  filed  pursuant  to  paragraph  (1) 
only  if  the  Secretary  has  verified  that  the  in- 
dividual applying  for  the  exemption  is 
aware  of  the  grounds  on  which  the  individ- 
ual may  receive  an  exemption  pursuant  to 
this  subsection  and  that  the  individual  seeks 
exemption  on  such  grounds.  The  Secretary 
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(or  the  Secretary  of  Health  and  Human 
Services  under  an  agreement  with  the  Secre- 
tary) shall  make  such  verification  by  such 
means  as  prescribed  in  regulations. " 

(3)  Effective  date.— The  amendments 
made  by  paragraphs  (1)  and  (2)  shall  apply 
to  applications  filed  after  December  31, 
1986. 

(b)  Revocation  of  Exemption.- 

(1)  In  QENERAU-Notwithstanding  section 
1402(e)(3)  of  the  Internal  Revenue  Code  of 
1986,  as  redesignated  by  subsection  (a)(2)(B) 
of  this  section,  any  exemption  which  has 
been  received  under  section  1402(e)(1)  of 
such  Code  by  a  duly  ordained,  commis- 
sioned, or  licensed  minister  of  a  church,  a 
member  of  a  religious  order,  or  a  Christian 
Science  practitioner,  and  which  is  effective 
for  the  taxable  year  in  which  this  Act  is  en- 
acted, may  be  revoked  by  filing  an  applica- 
tion therefor  (in  such  form  and  manner,  and 
with  such  official,  as  may  be  prescribed  in 
regulations  made  under  chapter  2  of  subtitle 
A  of  such  Code),  if  such  application  is 
filed— 

(A)  before  the  applicant  becomes  entitled 
to  benefits  under  section  202(a)  or  223  of  the 
Social  Security  Act  (without  regard  to  sec- 
tion 202(j)(l)  or  223(b)  of  such  Act),  and 

(B)  no  later  than  the  due  date  of  the  Feder- 
al income  tax  return  (including  any  exten- 
sion thereof)  for  the  applicant's  first  taxable 
year  beginning  after  the  date  of  the  enact- 
ment of  this  Act 

Any  such  revocation  shall  be  effective  (for 
purposes  of  chapter  2  of  subtitle  A  of  the  In- 
ternal Revenue  Code  of  1986  and  title  II  of 
the  Social  Security  Act),  as  specified  in  the 
application,  either  with  respect  to  the  appli- 
cant's first  taxable  year  ending  on  or  after 
the  date  of  the  enactment  of  this  Act  or  with 
respect  to  the  applicant's  first  taxable  year 
beginning  after  such  date,  and  for  all  suc- 
ceeding taxable  years;  and  the  applicant  for 
any  such  revocation  may  not  thereafter 
again  file  application  for  an  exemption 
under  such  section  1402(e)(1).  If  the  applica- 
tion is  filed  on  or  after  the  due  date  of  the 
Federal  income  tax  return  for  the  appli- 
cant's first  taxable  year  ending  on  or  after 
the  date  of  the  enactment  of  this  Act  and  is 
effective  uyith  respect  to  that  taxable  year,  it 
shall  include  or  be  accompanied  by  payment 
in  full  of  an  amount  equal  to  the  total  of  the 
taxes  that  woiUd  have  been  imposed  by  sec- 
tion 1401  of  the  Internal  Revenue  Code  of 
1986  with  respect  to  all  of  the  applicant's 
income  derived  in  that  taxable  year  which 
would  have  constituted  net  earnings  from 
self-employment  for  purposes  of  chapter  2  of 
subtitle  A  of  such  Code  (notwithstanding 
paragraph  (4)  or  (5)  of  section  1402(c)  of 
such  Code)  but  for  the  exemption  under  sec- 
tion 1402(e)(1)  of  such  Code 

(2)  Effective  date.— Paragraph  (1)  of  this 
subsection  shall  apply  with  respect  to  serv- 
ice performed  (to  the  extent  specified  in 
such  paragraph)  in  taxable  years  ending  on 
or  after  the  date  of  the  enactment  of  this  Act 
and  iDith  respect  to  monthly  insurance  bene- 
fits payable  under  title  II  of  the  Social  Secu- 
rity Act  on  the  basis  of  the  wages  and  self- 
employment  income  of  any  individual  for 
months  in  or  after  the  calendar  year  in 
which  such  individual's  application  for  rev- 
ocation (as  described  in  such  paragraph)  is 
effective  (and  lump-sum  death  payments 
payable  under  such  title  on  the  basis  of  such 
wages  and  self-employment  income  in  the 
case  of  deaths  occurring  in  or  after  stu:h  cal- 
endar  year). 


SEC.  ntS.  APPUCABIUTV  of  unemployment  COM- 
PENSATION TAX  TO  CERTAIN  SERVICES 
PERFORMED  FOR  CERTAIN  INDIAN 
TRIBAL  GOVERNMENTS. 

(a)  In  General.— For  purposes  of  the  Fed- 
eral Unemployment  Tax  Act,  service  per- 
formed in  the  employ  of  a  qualified  Indian 
tribal  government  shall  not  be  treated  as 
employment  (unthin  the  meaning  of  section 
3306  of  such  Act)  if  it  is  service— 

(1)  which  is  performed— 

(A)  before,  on,  or  after  the  date  of  the  en- 
actment of  this  Act,  but  before  January  1. 
1988,  and 

(B)  dunng  a  period  in  which  the  Indian 
tribal  government  is  not  covered  by  a  State 
unemployTnent  compensation  program,  and 

(2)  toith  respect  to  which  the  tax  imposed 
under  the  Federal  Unemployment  Tax  Act 
has  not  been  paid. 

(b)  DEFiNmoN.—For  purposes  of  this  sec- 
tion, the  term  "qualified  Indian  tribal  gov- 
ernment" means  an  Indian  tribal  govern- 
ment the  service  for  which  is  not  covered  by 
a  State  unemployment  compensation  pro- 
gram on  June  11. 1986. 

SBC  I7M.  TREATMENT  OF  CERTAIN  TECHNICAL  PER- 
SONNBL 

(a)  In  General.— Section  530  of  the  Reve- 
nue Act  of  1978  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"(d)  Exception.— This  section  shall  not 
apply  in  the  case  of  an  individual  who,  pur- 
suant to  an  arrangement  between  the  tax- 
payer and  another  person,  provides  services 
for  sttch  other  person  as  an  engineer,  design- 
er, drafter,  computer  programmer,  systems 
analyst,  or  other  similarly  skilled  worker  en- 
gaged in  a  similar  line  of  work. " 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  remu- 
neration paid  and  services  rendered  after 
December  31,  1986. 

SEC  1797.  EXCLUSION  FOR  CERTAIN  FOSIVR  CARE 
PA  YMBNTS. 

(a)  In  General.— Section  131  (relating  to 
certain  foster  care  payments)  is  amended  to 
read  as  follows: 

"SEC.  131  CERTAIN  FOSTER  CARE  PA  YMENT& 

"(a)  General  Rule.— Gross  income  shall 
not  include  amounts  received  by  a  foster 
care  provider  during  the  taxable  year,  as 
qualified  foster  care  payments. 

"(b)  Qualified  Foster  Care  Payment  De- 
fined.—For  purposes  of  this  section— 

"(1)  In  aENERAL.—The  term  'qualified 
foster  care  payment'  means  any  amount— 

"(A)  which  is  paid  by  a  State  or  political 
subdivision  thereof  or  by  a  placement 
agency  which  is  described  in  section 
501  (c)(3)  and  exempt  from  tax  under  section 
501(a),  and 

"(B)  which  is— 

"(i)  paid  to  the  foster  care  provider  for 
caring  for  a  qualified  foster  individual  in 
the  foster  care  provider's  home,  or 

"(ii)  a  difficulty  of  care  payment 

"(2)  Qualified  foster  iNDivtDUAL.—The 
term  'qualified  foster  individual'  means  any 
individual  who  is  living  in  a  foster  family 
home  in  which  such  individual  was  placed 
by— 

"(A)  an  agency  of  a  State  or  political  sub- 
division thereof,  or 

"(B)  in  the  case  of  an  individual  who  has 
not  attained  age  19,  an  organisation  which 
is  licensed  by  a  State  (or  political  subdivi- 
sion thereof)  as  a  placement  agency  and 
which  is  described  in  section  501(c)(3)  and 
exempt  from  tax  under  section  501(a). 

"(3)  LntnrATioN  based  on  number  of  indi- 
viduals OVER  THE  AQE  OF  It.— In  the  case  of 
any  foster  home  in  which  there  is  a  qualified 
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foster  care  individual  who  has  attained  age 
19,  foster  care  payments  (other  than  difficul- 
ty of  care  payments)  for  any  period  to  which 
such  payments  relate  shall  not  be  excludable 
from  gross  income  under  subsection  (a)  to 
the  extent  such  payments  are  made  for  more 
than  S  such  qualified  foster  individxuUa. " 

"(c)  DimcuLTY  or  Care  Payments.— For 
purposes  of  this  section— 

"(1)  DtmcvLTY  or  care  payments.— The 
term  'difficulty  of  care  payments'  means 
payments  to  individuals  which  are  not  de- 
scribed in  subsection  (b)(l)(B)(i),  and 
which— 

"(A)  are  compensation  for  providing  the 
additional  care  of  a  qualified  foster  individ- 
ual which  is— 

"(i)  re<iuired  by  reason  of  a  physical, 
mentcU,  or  emotional  handicap  of  such  indi- 
vidual iDith  respect  to  which  the  State  has 
determined  that  there  is  a  need  for  addition- 
al compensation,  and 

"(ii)  provided  in  the  home  of  the  foster 
care  provider,  and 

"(B)  are  designated  by  the  payor  as  com- 
pensation described  in  subparagraph  (A). 

"(2)  Limitation  based  on  number  or  indi- 
viduals.—In  the  case  of  any  foster  home,  dif- 
ficulty of  care  payments  for  any  period  to 
which  such  payments  relate  shaU  not  be  ex- 
cludable from  gross  income  under  subsec- 
tion (a)  to  the  extent  such  payments  are 
made  for  more  than— 

"(A)  10  qualified  foster  individuals  who 
have  not  attained  age  19,  and 

"(B)  5  qualified  foster  individuals  not  de- 
scribed in  subparagraph  (A). " 

(b)     ErrscnvE    Date.— The    amendment 
made  by  this  section  shall  apply  to  taxable 
years  beginniiig  after  December  31, 1985. 
SBC  irrn.  extension  op  rules  por  spouses  op  in- 
dividuals MISSING  IN  ACTION, 
(a)  Extension  or  Provisions.— 

(1)  DEmnnoN  or  surviyino  spouse.— Sub- 
paragraph  (B)  of  section  2(a)(3)  (relating  to 
special  rule  where  deceased  spouse  was  in 
missing  status)  is  amended  to  read  as  fol- 
lows: 

"(B)  except  in  the  case  of  the  combat  zone 
designated  for  purposes  of  the  Vietnam  con- 
flict, the  date  which  is  2  years  after  the  date 
designated  under  section  112  as  the  date  of 
termirMlion  of  combaXant  activities  in  that 
zone." 

(2)  Income  taxes  or  members  or  armed 
roRCES  ON  death.— The  last  sentence  of  sec- 
tion 692(b)  (relating  to  individuals  in  miss- 
ing status)  is  amended  to  read  as  follows: 
"Except  in  the  case  of  the  combat  zone  des- 
ignated for  purposes  of  the  Vietnam  conflict, 
the  preceding  sentence  sAoU  not  cause  sub- 
section (aid)  to  apply  for  any  taxcMe  year 
beginning  more  than  2  years  after  the  date 
designated  under  section  112  as  the  date  of 
termination  of  combatant  activities  in  a 
combat  zone. " 

(3)  Joint  RXTURNS.—The  last  sentence  of 
section  6013(f)(1)  (relating  to  joint  returns 
where  an  individual  is  in  missing  status)  is 
amended  by  striking  out  "no  such  election 
may  be  made  for  any  taxable  year  beginning 
after  December  31,  1982"  and  inserting  in 
lieu  thereof  "such  election  may  be  made  for 
any  taxcMe  year  v^ile  an  individttal  is  in 
missing  status". 

(4)  Postponement  or  time  por  PERroRnma 
CERTAIN  ACTS.— The  l(ut  Sentence  of  section 
7S08(b)  (relating  to  application  to  spouse)  is 
amended  to  read  as  follows:  "Except  in  the 
case  of  the  combat  zone  designated  for  pur- 
poses of  the  Vietnam  conflict,  the  preceding 
sentence  shall  not  cause  this  section  to 
apply  for  any  spouse  for  any  taxable  year  be- 
ginning more  than  2  years  after  the  date  des- 


ignated under  section  112  as  the  date  of  ter- 
mination of  combatant  activities  in  a 
corrtbat  zone. " 

(b)    ErrscTivE    Date.— The    amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  after  December  31,  1982. 
SEC.  irn.  amendment  to  the  reindeer  indus- 
try act  op  iut. 

(a)  Tax  Exemption  roR  Reindeer-Related 
Income.— Before  the  period  at  the  end  of  the 
first  sentence  of  section  8  of  the  Act  of  Sep- 
tember 1,  1937  (50  Stat  900.  chapter  897), 
insert  the  following:  ":  Provided,  That 
during  the  period  of  the  trust,  income  de- 
rived directly  from  the  sale  of  reindeer  and 
reindeer  products  as  provided  in  this  Act 
shall  be  exempt  from  Federal  income  tax- 
ation". 

(b)  BrrscTivE  Date.— The  amendment 
made  by  this  section  shaU  take  effect  as  if 
originally  included  in  the  provision  of  the 
Act  of  September  1,  1937,  to  which  such 
amendment  relates. 

SEC  171$.  QUALITY  CONTROL  STUDIES. 

Section  12301  of  the  Consolidated  Omni- 
bus Reconciliation  Act  of  1985  is  amended— 

(1)  by  striking  out  "of  the  enactment  of 
this  Act"  in  subsection  (a)(3)  and  inserting 
in  lieu  thereof  "the  Secretary  and  the  Na- 
tional Academy  of  Sciences  enter  into  the 
contract  required  under  paragraph  (2)"; 

(2)  by  striking  out  "18  montlis  after  the 
date  of  the  enactment  of  this  Act"  in  subsec- 
tion (c)(1)  and  inserting  in  lieu  thereof  "6 
months  after  the  date  on  which  the  results  of 
l>oth  studies  required  under  subsection 
(a)(3)  have  been  reported". 

SEC  nil.  ADOPTION  ASSISTANCE  AGREEMENTS 
UNDER  ADOPTION  ASSISTANCE  PRO- 
GRAM: PAYMENT  OF  NONRECURRING 
EXPENSES  RELATED  TO  ADOPTIONS  OF 
CHILDREN  WITH  SPECIAL  NEEDS. 

(a)  In  General.— Section  473(a)  of  the 
Social  Security  Act  is  amended— 

(1)  by  redesignating  paragraphs  (2),  (3), 
and  (4)  as  paragraphs  (3),  (4),  and  (5),  re- 
spectively, and 

(2)  by  striking  out  all  of  paragraph  (1) 
through  "adopt  a  child  who—"  and  inserting 
in  lieu  thereof  the  following: 

"(1)(A)  Each  State  having  a  plan  approved 
under  this  part  shall  enter  into  adoption  as- 
sistance agreements  (as  defined  in  section 
475(3))  with  the  adoptive  parents  of  children 
with  special  needs. 

"(B)  Under  any  adoption  assistance  agree- 
ment entered  into  bv  a  State  with  parents 
who  adopt  a  child  uHth  special  needs,  the 
StaU- 

"(i)  shall  make  payments  of  nonrecurring 
adoption  expenses  incurred  by  or  on  behalf 
of  such  parents  in  connection  uHth  the 
adoption  of  such  child,  directly  through  the 
State  agency  or  through  another  public  or 
nonprofit  private  agency,  in  amounts  deter- 
mined under  paragraph  (3),  and 

"(ii)  in  any  case  where  the  child  meets  the 
requircTnents  of  paragraph  (2),  may  make 
adoption  assistance  payments  to  such  par- 
ents, directly  through  the  State  agency  or 
through  another  public  or  nonprofit  private 
agency,  in  amounts  so  determined. 

"(2)  For  purposes  of  paragraph  (l)(B)(ii), 
a  child  meets  the  requirements  of  this  para- 
graph if  such  child— 

(b)  DEPiNmoN  AND  Payment  or  NoimsctJR- 
RiNO  Adoption  Expenses.— Section  473(a)  of 
the  Social  Security  Act,  as  amended  by  sub- 
section (a)  of  this  section,  is  further  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  paragraph: 

"(6)(A)  For  purposes  of  partigraph 
(l)(B)(i),  the  term  "nonrecurring  adoption 
expenses'  mains  recuonable  and  necessary 


adoption  fees,  court  costs,  attorney  fees,  and 
other  expenses  which  are  directly  related  to 
the  legal  adoption  of  a  child  with  special 
needs  and  which  are  not  incurred  in  viola- 
tion of  State  or  Federal  law. 

"(B)  A  State's  payment  of  nonrecurring 
adoption  expenses  under  an  adoption  assist- 
ance agreement  shall  be  treated  as  an  ex- 
penditure made  for  the  proper  atul  efficient 
administration  of  the  State  plan  for  pur- 
poses of  section  474(a)(3)(B). " 

(c)  Technical  and  CoNPORMmo  Amend- 
ments.- 

(1)  The  first  sentence  of  section  470  of  the 
Social  Security  Act  is  amended  by  strilcing 
out  "foster  care"  and  all  that  follows  down 
through  "title  XVI)"  and  inserting  in  lieu 
thereof  the  following:  "foster  care  and  tran- 
sitional independent  living  programs  for 
children  who  ottierwise  ujould  be  eligible  for 
assistance  under  the  State's  plan  approval 
under  part  A  and  adoption  assistance  for 
children  vnth  special  needs". 

(2)  Paragraphs  (1)  and  (11)  of  section 
471(a)  of  such  Act  are  each  amended  by 
striking  out  "adoption  assistance  pay- 
ments" and  inserting  in  lieu  Uiereof  "adop- 
tion assistance". 

(3)  Section  473(a)(3)  of  such  Act,  as  redes- 
ignated by  subsection  (a)(1)  of  this  section, 
is  amended— 

(A)  by  striking  out  "adoption  assistance 
payments"  in  the  first  sentence  and  insert- 
ing in  lieu  thereof  "payments  to  be  made  in 
any  case  under  clauses  (i)  and  (ii)  of  para- 
graph (IXB)",  and 

(B)  by  inserting  after  "the  adoption  assist- 
ance payment"  the  first  place  it  appears  in 
the  second  sentence  the  following:  "made 
under  clause  (ii)  of  paragraph  (1)(B)". 

(4)  Section  473(a)(5)  of  such  Act,  as  so  re- 
designated is  amended  by  striking  out  ", 
pursuant  to  an  interlocutory  decree,  shall  be 
eligil^  for  adoption  assistance  payments 
under  this  subsection, "  and  inserting  in  lieu 
thereof  "in  accordance  unth  applicable  State 
and  local  law  shall  be  eligible  for  such  pay- 
ments, ". 

(5)  Section  473(b)(1)(A)  of  such  Act  is 
amended  by  striking  out  "subsection  (a)(1)" 
and  inserting  in  lieu  thereof  "subsection 
(a)(2)". 

(6)  Section  475(3)  of  such  Act  is  amended 
6y  strilcing  out  clause  (A)  and  inserting  in 
lieu  thereof  the  following:  "(A)  specifies  the 
nature  and  amount  of  any  payments,  serv- 
ices, and  assistance  to  be  provided  under 
such  agreement,  and". 

(d)  ErrscnvE  Date.— The  amendments 
made  by  this  section  shall  apply  only  with 
respect  to  expenditures  made  after  December 
31. 1986. 

TITLE  XVIII— TECHNICAL 
CORRECTIONS 
SEC  ISm.  COORDINATION  WITH  OTHER  TITLES. 

For  purposes  of  applying  the  amendments 
made  by  any  title  of  this  Act  other  than  this 
title,  the  provisions  of  this  title  shall  be 
treated  as  having  been  enacted  immediately 
before  the  provisions  of  such  other  titles. 
Subtitle  A— Amendments  Related  to  the 

Tax  Reporm  Act  or  1984 

CHAPTER  1-AMENDMENTS  RELATED 

TO  TITLE  I  OF  THE  ACT 

SEC  l»»L  AMENDMENTS  REUTED  TO  DEFERRAL  OP 
CERTAIN  TAX  REDUCTIONS. 

(a)  Amendments  Related  to  Section  12  or 
THE  Act.— 

(1)  Election  out  or  transitional  rules.— 
Paragraph  (1)  of  section  12(c)  of  the  Tax 
Reform  Act  of  1984  (relating  to  finance  lease 
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VroviaUma)  it  amended  by  adding  at  the  end 
thereof  the  following  new  sentence: 
"The  preceding  sentence  shall  not  apply  to 
any  property  with  respect  to  which  an  elec- 
tion it  made  under  this  sentence  at  such 
time  after  the  date  of  the  enactment  of  the 
Tax  Reform  Act  of  1986  as  the  Secretary  of 
the  Treasury  or  his  delegate  may  prescribe. " 
(21  TRLATMurr  or  certain  farm  finance 

frAVfv  — 

(AJ  In  OENERAU—lf— 

(it  any  partnership  or  grantor  trust  is  the 
lessor  under  a  specified  agreement, 

tiiJ  such  partnership  or  grantor  trust  met 
the  requirements  of  section  168(fJ(8JICJ(iJ  of 
the  Intem<il  Revenue  Code  of  19S4  (relating 
to  special  rules  for  finance  leases)  when  the 
agreement  was  entered  into,  and 

(iiiJ  a  person  other  than  a  C  corporation 
became  a  partner  in  such  partnership  (or  a 
beneficiary  in  such  trust!  before  September 
26, 1985. 

thetK  for  purposes  of  applying  the  revenue 
laws  of  the  United  States  in  respect  to  such 
agreement,  the  portion  of  the  property  allo- 
cable to  partners  (or  beneficiaries/  not  de- 
«cri6«d  in  clause  (Hi)  shall  be  treated  as  if  it 
icere  subject  to  a  separate  agreement  and  the 
portion  of  such  property  allocable  to  the 
partner  or  beneficiary  described  in  clause 
(Hi)  shall  be  treaty  as  if  it  were  subject  to  a 
separate  agreement 

(B)  Specified  AOHEEMENT.—For  purposes  of 
subparagraph  (A),  the  term  "specified  agree- 
ment" means  an  agreement  to  which  sub- 
paragraph (B)  of  section  209(d)  of  the  Tax 
Equity  and  Fiscal  Responsibility  Act  of  1982 
applies  which  is— 

(i)  an  agreement  dated  as  of  December  20, 

1982,  as  amended  and  restated  as  of  Febru- 
ary 1,  1983,  involving  approximately 
$8,734,000  of  property  at  December  31,  1983, 

(ii)  an  agreement  dated  as  of  December  IS, 

1983,  as  amended  and  restated  as  of  Janu- 
ary 3,  1984,  involving  approximately 
$13,199,000    of  property    at    December    31, 

1984,  or 

(Hi)  an  agreement  dated  as  of  October  25, 
1984,  as  amended  and  restated  as  of  Decem- 
ber 1,  1984,  involving  approximately 
$966,000  of  property  at  December  31,  1984. 

(b)  Amendment  Related  to  Section  26  of 
THE  Act.— Paragraph  (2)  of  section  4251  fb) 
(relating  to  rate  of  tax  on  communications 
services)  is  amended  by  inserting  "1985," 
after  "1984, "  in  the  table  contained  in  such 
tectum. 

(c)  Amendments  Related  to  Section  27  of 
THE  Act.— 

(1)  Sul)section  (e)  of  section  5061  (relating 
to  payment  by  electronic  fund  transfer  of  al- 
cohol taxes)  is  amended  by  adding  at  the 
end  thereof  the  foUovnng  neic  paragraph: 

"(3)  Controlled  groups.- 

"(A)  In  aENERAL.—In  the  case  of  a  con- 
trolled group  of  corporations,  all  corpora- 
tions which  are  component  members  of  such 
group  shall  be  treated  as  1  taxpayer.  For 
purposes  of  the  preceding  sentence,  the  term 
'controlled  group  of  corporations'  has  the 
meaning  given  to  such  term  by  sut>section 
(a)  of  section  1563,  except  that  "more  than  SO 
percent'  shall  be  substituted  for  'at  least  80 
percent'  each  place  it  appears  in  such  sub- 
section. 

"(B)  Controlled  qrovps  which  include 
NOHINCORPORATED  PERSONS.— Under  regula- 
tions prescrH>ed  by  the  Secretary,  principles 
similar  to  the  principles  of  sut)paragraph 
(A)  shall  apply  to  a  group  of  persons  under 
common  control  where  1  or  more  of  such 
persons  is  not  a  corporatiorL  " 

(2)  Paragraph  (3)  of  section  5703(b)  (relat- 
ing to  payment  by  electronic  fund  transfer 


of  tobacco  taxes)  is  amended  by  adding  at 
the  end  thereof  the  following:  "Rules  similar 
to  the  rules  of  section  5061(e)(3)  shall  apply 
to  the  $5,000,000  amount  specified  in  the 
preceding  sentence. " 

(3)  Paragraph  (7)  of  section  27(b)  of  the 
Tax  Reform  Act  of  1984  (relating  to  floor 
stocks  tax  on  distilled  spirits)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(F)  Treatment  of  distilled  spirits  in  for- 
eign TRADE  ZONES.— Notwithstanding  the  Act 
of  June  18,  1934  (48  Stat.  998,  19  U.S.C.  81a) 
or  any  other  provision  of  law,  distilled  spir- 
its which  are  located  in  a  foreign  trade  zone 
on  October  1, 1985,  shall  be  subject  to  the  tax 
imposed  by  paragraph  (1)  and  shall  be  treat- 
ed for  purposes  of  this  subsection  as  held  on 
such  date  for  sale  if— 

"(i)  internal  revenue  taxes  have  been  de- 
termined, or  customs  duties  liquidated,  with 
respect  to  such  distilled  spirits  before  such 
date  pursuant  to  a  request  made  under  the 
first  proviso  of  section  3(a)  of  such  Act,  or 

"(ii)  such  distilled  spirits  are  field  on  such 
date  under  the  supervision  of  customs  pur- 
suant to  the  second  proviso  of  such  section 
3(a). 

Under  regulations  prescribed  by  the  Secre- 
tary, provisions  similar  to  sections  5062  and 
5064  of  such  Code  shall  apply  to  distilled 
spirits  with  respect  to  which  tax  is  imposed 
by  paragraph  (1)  by  reason  of  this  subpara- 
graph. " 

SEC.  IMi.  AMENDMENTS  RELATED  TO  TAX-EXEMPT 
ENTITY  LEASING  PROVISIONS. 

(a)  Amendments  Relating  to  Section  31  of 
THE  Act. — 

(1)  Treatment  of  use  in  unrelated  trade 
OR  BUSINESS.— Subparagraph  (D)  of  section 
168(j)(3)  (relating  to  exception  where  prop- 
erty used  in  unrelated  trade  or  business)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "For  purposes  of 
subparagraph  (B)fiii),  any  portion  of  a 
property  so  used  shall  not  be  treated  as 
leased  to  a  tax-exempt  entity  in  a  disquali- 
fied lease. " 

(2)  Treatment  of  certain  previously  tax- 
exempt  organizations.— 

(A)  Clause  (i)  of  section  168(j)(4)(E)  (relat- 
ing to  treatment  of  certain  previously  tax- 
exempt  organizations)  is  amended— 

(i)  by  striking  out  "any  property  of  which 
such  organization  is  the  lessee"  and  insert- 
ing in  lieu  thereof  "any  property  (other  than 
property  held  by  such  organization)",  and 

(ii)  by  striking  out  "first  leased  to"  and  in- 
serting in  lieu  thereof  "first  used  by". 

(B)  Subclause  (I)  of  section  168(j)(4)(E)(ii) 
is  amended  by  striking  out  "of  which  such 
organization  is  the  lessee". 

(C)  Subclause  (II)  of  section 
168(j)(4)(E)(ii)  is  amended  by  striking  out 
"is  placed  in  service  under  the  lease"  and 
inserting  in  lieu  thereof  "is  first  used  by  the 
organization  ". 

(D)  Subparagraph  (E)  of  section  168(j)(4) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  clause: 

"(iv)  First  used.— For  purposes  of  this  sut>- 
paragraph,  property  shall  be  treated  as  first 
used  try  the  organization— 

"(I)  when  the  property  is  first  placed  in 
service  under  a  lease  to  such  organization, 
or 

"(II)  in  the  case  of  property  leased  to  (or 
held  by)  a  partnership  (or  other  pass-thru 
entity)  in  which  the  organization  is  a 
member,  the  later  of  when  such  property  is 
first  used  by  such  partnership  or  pass-thru 
entity  or  when  such  organization  is  first  a 
memlxr  of  such  partnership  or  pass-thru 
entity. " 


(E)(i)  Paragraph  (9)  of  section  168(j)  is 
amended  by  redesignating  subparagraph  (E) 
as  subparagraph  (F)  and  t>y  inserting  after 
subparagraph  (D)  the  following  new  sub- 
paragraph: 

"(E)  Treatment  of  certain  taxable  enti- 
ties.— 

"(i)  In  GENERAL.— For  purposes  of  this 
paragraph,  except  as  otherwise  provided  in 
this  subparagraph,  any  tax-exempt  con- 
trolled entity  shall  i>e  treated  as  a  tax- 
exempt  entity. 

"(ii)  Election.— If  a  tax-exempt  controlled 
entity  makes  an  election  under  this  clause— 

"(I)  such  entity  shall  not  be  treated  as  a 
tax-exempt  entity  for  purposes  of  this  para- 
graph, and 

"(II)  any  gain  recognized  by  a  tax-exempt 
entity  on  any  disposition  of  an  interest  in 
such  entity  (and  any  dividend  or  interest  re- 
ceived or  accrued  by  a  tax-exempt  entity 
from  such  tax-exempt  controlled  entity) 
shall  be  treated  as  unrelated  business  tax- 
able income  for  purposes  of  section  511. 
Any  such  election  shall  be  irrevocable  and 
shall  bind  all  tax-exempt  entities  holding  in- 
terests in  such  tax-exempt  controlled  entity. 
For  purposes  of  subclause  (II).  there  stiall 
only  6e  taken  into  account  dividends  which 
are  properly  allocable  to  income  of  the  tax- 
exempt  controlled  entity  which  was  not  sub- 
ject to  tax  under  this  chapter. 

"(Hi)  Tax-exempt  controlled  ENTrrv.—The 
term  'tax-exempt  controlled  entity'  means 
any  corporation  (which  is  not  a  tax-exempt 
entity  determined  without  regard  to  this 
subparagraph  and  paragraph  (4)(E))  if  SO 
percent  or  more  (by  value)  of  the  stock  in 
such  corporation  is  held  (directly  or  through 
the  application  of  section  318  determined 
without  regard  to  the  50-percent  limitation 
contained  in  subsection  (a)(2)(C)  thereof)  by 
1  or  more  tax-exempt  entities. " 

(H)(1)  Except  as  otherwise  provided  in  this 
clause,  the  amendment  made  by  clause  (i) 
shall  apply  to  property  placed  in  service 
after  September  27,  1985;  except  that  such 
amendment  shall  not  apply  to  any  property 
acquired  pursuant  to  a  Innding  written  con- 
tract in  effect  on  such  date  (and  at  all  times 
thereafter). 

(II)  If  an  election  under  this  subclause  is 
made  with  respect  to  any  property,  the 
amendment  made  by  clause  (i)  shall  apply 
to  such  property  whether  or  not  placed  in 
service  on  or  before  September  27. 1985. 

(F)  Clause  (iXI)  of  section  31(g)(16)(C)  of 
the  Tax  Reform  Act  of  1984  (defining  exempt 
artntrage  profits)  is  amended  by  striking  out 
"section  168(j)(4)(E)(i)(I)"  and  inserting  in 
lieu  thereof  "section  168(j)(4)(E)(i)". 

(G)  Clause  (i)  of  section  168(j)(4)(E)  w 
amended  6y  striking  out  "preceding  sen- 
tence" and  inserting  in  lieu  thereof  "preced- 
ing sentence  and  subparagraph  (D)(ii)". 

(3)  Repeal  of  overlapping  secretarial  au- 
THOiUTY.-Clause  (iv)  of  section  168(j)(S)(C) 
(relating  to  property  not  subject  to  rapid  oth 
solescence  may  6e  excluded)  is  tiereby  re- 
pealed. 

(4)  Partnership  rules.— 

(A)  Paragraph  (8)  of  section  168(j>  (relat- 
ing to  tax-exempt  use  of  property  leased  to 
partnerships,  etc.,  determined  at  partner 
level)  is  amended  tni  striking  out  "and  para- 
graphs (4)  and  (5)  of  section  48(a)"  in  the 
matter  preceding  subparagraph  (A). 

(B)  Paragraph  (9)  of  section  168(j)  (relat- 
ing to  treatment  of  property  owned  by  part- 
nerships, etc.)  is  amended— 

(i)  by  striking  out  "and  paragraphs  (4) 
and  (5)  of  section  48(a)"  in  subparagraph 
(A),  and 
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Hi)  by  striking  out  "lota  deduction"  in 
subparagraph  IBHi)  and  inserting  in  lieu 
thereof  "loss,  deduction". 

(C)  Paragraph  (5)  of  section  48(a)  (relat- 
ing to  property  used  by  govemrrtental  units 
or  foreign  persons  or  entities)  is  amended  by 
redesignating  subparagraph  (D)  as  subpara- 
graph (E)  and  by  inserting  after  subpara- 
graph (C)  the  following  new  subparagraph: 

"(D)  Special  rules  for  partnerships, 
ETC.— For  purposes  of  this  paragraph  and 
paragraph  (4),  rules  similar  to  the  rules  of 
paragraphs  (8)  and  (9)  of  section  168(j)  shall 
apply." 

(5)  Treatment  or  certain  aircratt  leased 

TO  rOREIQN  PERSONS.— 

(A)  Subsection  (a)  of  section  47  (relating 
to  certain  dispositions,  etc,  of  section  38 
property)  is  amended  by  adding  at  the  end 
thereof  the  following  neio  paragraph: 

"(9)  Aircraft  leased  to  foreign  persons 
or  entities.— 

"(A)  In  OENERAL.—Any  aircraft  which  was 
new  section  38  property  for  the  taxable  year 
in  which  it  was  placed  in  service  and  which 
is  used  by  any  foreign  person  or  entity  (as 
defined  in  section  168(j)(4)(C))  under  a 
Qualified  lease  (as  defined  in  paragraph 
(7)(C))  entered  into  before  January  1,  1990, 
shall  not  be  treated  as  ceasing  to  be  section 
38  property  by  reason  of  such  use  until  such 
aircraft  has  been  so  used  for  a  period  or  pe- 
riods exceeding  3  years  in  total 

"(B)  Recapture  period  extended.— For 
purposes  of  paragraphs  (1)  and  (S)(B)  of  this 
subsection,  any  period  during  which  there 
teas  use  described  in  subparagraph  (A)  of  an 
aircraft  shall  be  disregarded. " 

(B)  Clause  (Hi)  of  section  48(a)(S)(B)  is 
hereby  repealed. 

(6)  Treatment  of  certain  partnerships 

HAVINO       section       S93        ORGANIZATION       AS 

MEMBER.— Paragraph  (4)  of  section  46(e)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subparagraph: 

"(D)  Special  rules  for  partnerships, 
ETC.— For  purposes  of  paragraph  (1)(A),  rules 
similar  to  the  rules  of  paragraphs  (8)  and 
(9)  of  section  168(j)  shall  apply. " 

(7)  Treatment  or  certain  property  held 

BY  PARTNERSHIPS.— 

(A)  Paragraph  (9)  of  section  168(3)  (relat- 
ing to  treatment  of  property  owned  by  part- 
nerships, etc.)  ia  amended  by  redesignating 
subparagraphs  (D),  (E),  and  (F)  as  subpara- 
graphs (E),  (F),  and  (G),  respectively,  and  by 
inserting  after  subparagraph  (C)  the  follow- 
ing new  subparagraph: 

"(D)  Determination  of  whether  property 

USED  IN  UNRELATED  TRADE  OR  BUSINESS.— For 

purposes  of  this  subsection,  in  the  case  of 
any  property  which  is  ovmed  by  a  partner- 
ship which  has  both  a  tax-exempt  entity  and 
a  person  who  is  not  a  tax-exempt  entity  as 
partners,  the  determination  of  whether  such 
property  is  used  in  an  unrelated  trade  or 
business  of  such  an  entity  shall  be  made 
without  regard  to  section  514. " 

(B)  Subparagraph  (E)  of  section  168(j)(9) 
(as  redesignated  by  subparagraph  (A))  is 
amended  by  striking  out  "and  (C)"  and  in- 
serting in  lieu  thereof  "(C),  and  (D)". 

(8)  Exception  for  qualified  rehabilitated 
buildings  leased  to  section  593  oroaniza- 
TiONS.— Paragraph  (4)  of  section  46(e)  (relat- 
ing to  special  rules  where  section  593  orga- 
nization is  lessee)  is  amended  by  adding  at 
the  end  thereof  the  following  new  subpara- 
graph: 

"(E)  Exception  for  qualified  rehabiutat- 
ed  buildinqs  leased  to  section  stj  orqaniza- 
tions.— Subparagraph  (A)  shall  ru)t  apply  to 
Qualified  investment  attributable  to  Quali- 
fied rehabilitation  expenditures  for  any  por- 


tion of  a  building  if  such  portion  of  the 
building  would  not  be  tax-exempt  use  prop- 
erty (as  defined  in  section  168(j))  if  the  sec- 
tion 593  organization  were  a  tax-exempt 
entity  (as  defined  in  section  168(j)(4)). " 

(9)  Clerical  amendments.— 

(A)  Paragraph  14)  of  section  48(a)  is 
amended— 

(i)  by  striking  out  "514(c)"  and  inserting 
in  lieu  thereof  "514(b)",  and 

(ii)  by  striking  out  "514(b)"  and  inserting 
in  lieu  thereof  "514(a)". 

(B)  Subclause  (I)  of  section  48(g)(2)(B)(vi) 
is  amended  by  striking  out  "section 
168(j)(3)"  and  inserting  in  lieu  thereof  "sec- 
tion 168(j)". 

(C)  Subparagraph  (A)  of  section  7701(e)(4) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  sentence: 

"For  purposes  of  this  paragraph,  the  term 
'related  entity'  has  the  same  meaning  as 
when  uaed  in  section  168(j)." 

(10)  Effective  date  provisions.— 

(A)  Subparagraph  (B)  of  section  31(g)(3)  of 
the  Tax  Reform  Act  of  1984  is  amended  by 
striking  out  "The  amendments  made  by  this 
section"  and  inserting  in  lieu  thereof  "Para- 
graph (9)  of  section  168(j)  of  the  Internal 
Revenue  Code  of  1954  (as  added  by  this  sec- 
tion)". 

(B)  Effective  vnth  respect  to  property 
placed  in  service  by  the  taxpayer  after  July 
18, 1984,  clause  (ii)  of  section  31(g)(15)(D)  of 
the  Tax  Reform  Act  of  1984  (relating  to  cer- 
tain aircraft)  is  amended  to  read  as  follows: 

"(ii)  such  aircraft  is  originally  placed  in 
service  by  such  foreign  person  or  entity  (or 
its  successor  in  interest  under  the  contract) 
after  May  23,  1983,  and  before  January  1, 
1986." 

(C)  Paragraph  (4)  of  section  31(g)  of  the 
Tax  Reform  Act  of  1984  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(C)  Special  rule  for  credit  unions.— In 
the  case  of  any  property  leased  to  a  credit 
union  pursuant  to  a  written  binding  con- 
tract ufith  an  expiration  date  of  December 
31,  1984,  which  was  entered  into  by  such  or- 
ganization on  August  23,  1984— 

"(i)  such  credit  union  shall  not  be  treated 
as  an  agency  or  instrumentality  of  the 
United  States;  and 

"(ii)  clause  (ii)  of  subparagraph  (A)  shall 
be  applied  by  substituting  'January  1,  1987' 
for  'January  1, 1985'." 

(D)(i)  aause  (ii)  of  section  31(g)(20)(B)  of 
the  Tax  Reform  Act  of  1984  (defining  sub- 
stantial improvement)  is  amended  by  strik- 
ing out  subclauses  (I)  and  (II)  and  inserting 
in  lieu  thereof  the  following: 

"(I)  by  substituting  'property'  for  'build- 
ing' each  place  it  appears  therein, 

"(II)  by  substituting  '20  percent'  for  '25 
percent'  in  clause  (ii)  thereof,  and 

"(III)  without  regard  to  clause  (Hi)  there- 
of." 

(ii)  The  amendment  made  by  clause  (i) 
shall  not  apply  to  any  property  if— 

(I)  on  or  before  March  28,  1985,  the  tax- 
payer (or  a  predecessor  in  interest  under  the 
contract)  or  the  tax-exempt  entity  entered 
into  a  written  binding  contrxict  to  acQuire, 
construct,  or  rehabilitate  the  property,  or 

(11)  the  taxpayer  or  the  tax-exempt  entity 
began  the  construction,  reconstruction,  or 
retiabilitation  of  the  property  on  or  before 
March  28,  1985. 

(E)  Paragraph  (4)  of  section  31(g)  of  the 
Tax  Reform  Act  of  1984  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraphs: 

"(D)  Special  rule  for  Greenville  audito- 
rium BOARD.— For  purposes  of  this  para- 


graph, significant  official  governmental 
action  taken  by  the  GreenviUe  County  Audi- 
torium Board  of  Greenville,  South  Carolina, 
before  May  23,  1983,  shall  be  treated  as  sig- 
nificant official  governmental  action  with 
respect  to  the  coliseum  facility  subject  to  a 
binding  contract  to  lease  which  was  in  effect 
on  January  1,  1985. 

"(E)  Treatment  of  certain  historic  struc- 
tures.—If— 

"(i)  On  June  16,  1982,  the  legislative  body 
of  the  local  governmental  unit  adopted  a 
bond  ordinance  to  provide  funds  to  renovate 
elevators  in  a  deteriorating  building  owned 
by  the  local  governmental  unit  and  listed  in 
the  National  Register,  and 

"(ii)  the  chief  executive  officer  of  the  local 
governmental  unit,  in  connection  loith  the 
renovation  of  such  building,  made  an  appli- 
cation on  June  1,  1983,  to  a  State  agency  for 
a  Federal  historic  preservation  grant  and 
made  an  application  on  June  17,  1983,  to 
the  Economic  Development  Administration 
of  the  United  States  Department  of  Com- 
merce for  a  grant, 

the  requirements  of  clauses  (i)  and  (ii)  of 
subparagraph  (A)  shall  be  treated  as  met" 

(F)  Subparagraph  (H)  of  section  31(g)(17) 
of  the  Tax  Reform  Act  of  1984  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "In  the  case  of  Clemson  Universi- 
ty, the  preceding  sentence  applies  only  to  the 
Continuing  Education  Center  and  the  com- 
ponent housing  project " 

(G)  Subparagraph  (L)  of  section  31(g)(17) 
of  the  Tax  Reform  Act  of  1984  is  amended  by 
adding  at  the  end  thereof  the  following: 
"Property  is  described  in  this  subparagraph 
if  such  property  was  leased  to  a  tax-exempt 
entity  pursuant  to  a  lease  recorded  in  the 
Registry  of  Deeds  of  Essex  County,  New 
Jersey,  on  May  7,  1984,  and  a  deed  of  such 
property  was  recorded  in  the  Registry  of 
Deeds  of  Essex  County,  New  Jersey,  on  May 
7,  1985." 

(b)  Amendments  Related  to  Section  32  of 
the  Act. — 

(1)  Subsection  (f)  of  section  168  (relating 
to  special  rules)  is  amended— 

(A)  fry  redesignating  the  paragraph  (13)  re- 
lating to  motor  vehicle  operating  leases  as 
paragraph  (14),  and 

(B)  by  redesignating  paragraph  (14)  as 
paragraph  (15). 

(2)  Subsection  (c)  of  section  32  of  the  Tax 
Reform  Act  of  1984  is  amended  by  striking 
out  "section  168(f)(13)"  and  inserting  in 
lieu  thereof  "section  168(f)(14)". 

SBC  IMS.  ambsdments  relatbd  to  trbatmbnt 

OF  BONDS  AND  OTHER  DEBT  INSTRV- 
MBNTS. 

(a)  Amendments  Related  to  Section  41  of 
THE  Act. — 

(1)  Treatment  of  short-term  nongovern- 
ment OBUOATIONS.— 

(A)  Subsection  (a)  of  section  1271  (relating 
to  treatment  of  amounts  received  on  retire- 
ment or  sale  or  exchange  of  debt  instru- 
ments) is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(4)  Certain  short-term  nongovernment 
obuoations.- 

"(A)  In  general.— On  the  sale  or  exchange 
of  any  short-term  nongovernment  obliga- 
tion, any  gain  realized  which  does  not 
exceed  an  amount  equal  to  the  ratable  share 
of  the  original  issue  discount  shall  be  treat- 
ed as  ordinary  income. 

"(B)  Short-term  nongovernment  obuga- 
TtON.—For  purposes  of  this  paragraph,  the 
term  'short-term  nongovernment  obligation' 
means  any  obligation  which— 

"(i)  has  a  fixed  maturity  date  not  more 
than  1  year  from  the  date  of  the  issue,  and 
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"(iV  is  not  a  thort-term  Government  obli- 
gation  ras  defined  in  paragraph  I3)IB)  voith- 
oiU  regard  to  the  last  sentence  thereof). 

"to  Ratable  share.— For  purposes  of  this 
pamgraj^  except  as  provided  in  subpara- 
graph (W.  the  ratable  share  of  the  original 
istve  discount  is  an  amount  which  bears  the 
tame  ratio  to  such  discount  as— 

"(iJ  the  number  of  days  which  the  taxpay- 
er held  the  obligation,  bears  to 

"(ii)  the  number  of  days  after  the  date  of 
OTiginal  issue  and  up  to  (and  iru:luding)  the 
date  of  its  maturity. 

"(D)  BLScnoN  or  accrual  ok  basjs  or  con- 
STAMT  iNTatxsT  RATE.— At  the  election  of  the 
taxpayer  with  respect  to  any  obligation,  the 
ratoMe  share  of  the  original  issue  discount 
is  the  portion  of  the  original  issue  discount 
accruing  while  the  taxpayer  held  the  obliga- 
tion determined  (under  regulations  pre- 
scribed by  the  Secretary)  on  the  basis  of— 

"(i)  the  yield  to  maturity  based  on  the 
issue  price  of  the  obligation,  and 

"(ii)  compounding  daily. 
Any  election  under  this  sut>paragraph,  once 
made  with  respect  to  any  obligation,  shall  be 
irrevocable. " 

(B)  Paragraph  (3)  of  section  1283(d)  is 
amended  by  striking  out  "section 
1271(a)(3)"  and  inserting  in  lieu  thereof 
"paragraphs  (3)  and  (4)  of  section  1271(a)". 

(2)  Election  or  accrual  on  basis  or  con- 
stant INTEREST  RATE  rOR  SHORT-TERM  GOVERN- 
MENT  OBUGATIONS.  — 

(A)  In  oeneral.— Paragraph  (3)  of  section 
1271(a)  (relating  to  certain  short-term  Gov- 
ernment obligations)  is  amended  by  adding 
at  the  end  thereof  the  following  new  suth 
paragraph.' 

"(E)  Election  or  accrual  on  basis  or  con- 
stant INTEREST  rate.— At  the  election  of  the 
taxpayer  with  respect  to  any  obligation,  the 
ratable  share  of  the  acquisition  discount  is 
the  portion  of  the  acquisition  discount  ac- 
cruing while  the  taxpayer  field  the  obliga- 
tion determined  (under  regulations  pre- 
scribed by  the  Secretary)  on  the  basis  of— 

"(i)  the  taxpayer's  yield  to  maturity  based 
on  the  taxpayer's  cost  of  acquiring  the  obli- 
gation, and 

"(ii)  compounding  daUy. 
An  election  under  this  subparagrapti,  once 
made  with  respect  to  any  obligation,  shall  be 
irrevocable. " 

(B)  Technical  amendment.— Subparagraph 
(D)  of  section  1271(a)(3)  is  amended  by 
striking  out  "this  paragraph"  and  inserting 
in  lieu  thereof  "this  paragraph,  except  as 
provided  in  subparagraph  (E)". 

(3)  DEnnmoN  or  short-term  government 
OBUOation.— Subparagraph  (B)  of  section 
1271(a)(3)  (defining  short-term  Government 
obligation)  is  amended  to  read  as  follows: 

"(B)  Short-term  government  obuga- 
noN.—For  purposes  of  this  paragraph,  the 
term  'short-term  Government  obligation' 
means  any  obligation  of  the  United  States 
or  any  of  its  possessions,  or  of  a  State  or  any 
political  subdivision  thereof,  or  of  the  Dis- 
trict of  Columbia,  which  has  a  fixed  maturi- 
ty date  not  more  than  1  year  from  the  date 
of  issue.  Such  term  does  not  include  any  tax- 
exempt  obligation. " 

(4)  Deduction  or  original  issue  discount 
ON  SHORT-TERM  OBUGATIONS.— Paragraph  (2) 
of  section  163(e)  (relating  to  origirwl  issue 
discount)  is  amended  by  adding  at  the  end 
thereof  the  following  new  subparagraph: 

"(C)  Short-term  OBUOATiONS.—In  the  case 
of  an  obligor  of  a  short-term  obligation  (as 
defined  in  section  1283(a)(1)(A))  who  uses 
the  cash  receipts  and  disbursements  method 
of  accounting,  the  original  issue  discount 
(and  any  other  interest  payable)  on  such  ob- 
HgcUion  shall  be  deductible  only  when  paid. " 


(5)  Treatment  or  certain  TRANsrsus  or 
MARKET  DISCOUNT  BONDS.— Paragraph  (1)  of 
section  1276(d)  (relating  to  special  rules)  is 
amended  by  striking  out  "and"  at  the  end  of 
subparagraph  (A)  and  by  inserting  after  sub- 
paragraph (B)  the  following  new  subpara- 
graph: 

"(C)  paragraph  (3)  of  section  124S(b)  shall 
be  applied  as  if  it  did  not  contain  a  refer- 
ence to  section  351,  and". 

(6)  Treatment  or  bonds  acquired  at  origi- 
nal ISSUE  rOR  PURPOSES  Or  MARKET  DISCOUNT 

RULES.— Paragraph  (1)  of  section  1278(a)  (de- 
fining market  discount  bond)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraph: 
"(C)    Treatment  or  bonds  acquired  at 

ORIGINAL  ISSUE.— 

"(i)  In  general.— Except  as  otherwise  pro- 
vided in  this  subparagraph  or  in  regula- 
tions, the  term  'market  discount  bond'  shall 
not  include  any  bond  acquired  by  the  tax- 
payer at  its  original  issue. 

"(ii)  Treatment  or  bonds  acquired  roR 
LESS  THAN  ISSUE  PRICE.— Clausc  (i)  sholl  not 
apply  to  any  bond  if— 

"(I)  the  basis  of  the  taxpayer  in  sveh  bond 
is  determined  under  section  1012,  and 

"(II)  such  basis  is  less  than  the  issue  price 
of  such  bond  determined  under  subpart  A  of 
this  part 

"(Hi)  Bonds  acquired  in  certain  reorgani- 
zations.—Clause  (i)  shall  not  apply  to  any 
bond  issued  pursuant  to  a  plan  of  reorgani- 
zation (within  the  meaning  of  section 
368(a)(1))  in  exchange  for  another  bond 
having  market  discount  Solely  for  purposes 
of  section  1276,  the  preceding  sentence  shall 
not  apply  if  such  other  bond  was  issued  on 
or  before  July  18,  1984  (the  date  of  the  enact- 
ment of  section  1276)  and  if  the  bond  issued 
pursuant  to  such  plan  of  reorganization  has 
the  same  term  and  the  same  interest  rate  as 
such  other  bond  had. 

"(iv)  Treatment  or  certain  TRANsrERRED 
basis  PROPERTY.— For  purposcs  of  clause  (i), 
if  the  adjusted  basis  of  any  bond  in  ttie 
hands  of  the  taxpayer  is  determined  by  refer- 
ence to  the  adjusted  basis  of  such  bond  in 
the  hands  of  a  person  who  acquired  such 
bond  at  its  original  issue,  such  bond  shall  be 
treated  as  acquired  by  the  taxpayer  at  its 
original  issue. " 

(7)  Treatment  or  certain  stripped  bonds 
OR  STRIPPED  COUPONS.— Paragraph  (1)  of  sec- 
tion 1281(b)  (relating  to  short-term  obliga- 
tions to  which  section  applies)  is  amended 
by  striking  out  "or"  at  the  end  of  subpara- 
graph (D).  by  striking  out  the  period  at  the 
end  of  subparagraph  (E)  and  inserting  in 
lieu  thereof  ",  or",  and  by  adding  at  the  end 
thereof  the  follotcring  new  subparagraph: 

"(F)  is  a  stripped  bond  or  stripped  coupon 
held  by  the  person  who  stripped  the  bond  or 
coupon  (or  by  any  ottier  person  whose  basis 
is  determined  by  reference  to  the  basis  in  the 
hands  of  such  person). " 

(8)  Accrual  or  interest  payments  on  cer- 
tain SHORT-TERM  OBUGATIONS.— 

(A)  Effective  with  respect  to  obligations 
acquired  after  September  27,  198S,  subsec- 
tion (a)  of  section  1281  (relating  to  current 
inclusion  in  income  of  discount  on  certain 
short-term  obligations)  is  amended  to  read 
as  follows: 

"(a)  General  Rule.— In  the  case  of  any 
short-term  obligation  to  which  this  section 
applies,  for  purposes  of  this  title— 

"(1)  there  shall  be  included  in  the  gross 
income  of  the  holder  an  amount  equal  to  the 
sum  of  the  daily  portions  of  the  acquisition 
discount  for  each  day  during  the  taxable 
year  on  which  such  holder  held  such  obliga- 
tion, and 


"(2)  any  interest  payable  on  the  obligation 
(other  than  interest  taken  into  account  in 
determining  the  amount  of  the  acquisition 
discount)  shall  6c  included  in  gross  income 
as  it  accrues. " 

(B)  Subsection  (a)  of  section  1282  (relat- 
ing to  deferral  of  interest  deduction  alloca- 
ble to  accrued  discount)  is  amended  to  read 
as  follows: 

"(a)  General  Rule.— Except  as  otherwise 
provided  in  this  section,  the  net  direct  inter- 
est expense  with  respect  to  any  short-term 
obligation  shall  be  allowed  as  a  deduction 
for  the  taxable  year  only  to  the  extent  such 
expense  exceeds  the  sum  of— 

"(1)  the  daily  portions  of  the  acquisition 
discount  for  each  day  during  the  taxable 
year  on  which  the  taxpayer  held  such  obliga- 
tion, and 

"(2)  the  amount  of  any  interest  payable  on 
the  obligation  (other  than  interest  taken 
into  account  in  determining  the  amount  of 
the  acquisition  discount)  which  accrues 
during  the  taxable  year  while  the  taxpayer 
held  such  obligation  (and  is  not  included  in 
the  gross  income  of  the  taxpayer  for  such 
taxable  year  by  reason  of  the  taxpayer's 
method  of  accounting). " 

(9)  Treatment  or  TRANsrsRs  or  land  be- 
tween RELATED  parties.— In  the  case  of  any 
sale  or  exchange  before  July  1,  1985,  to 
which  section  483(f)  of  the  Internal  Revenue 
Code  of  l'.j..4  (as  in  effect  on  the  day  before 
the  date  of  the  enactment  of  Public  Law  99- 
121)  applies,  such  section  shall  be  treated  as 
providing  that  the  discount  rate  to  be  used 
for  purposes  of  section  483(c)(1)  of  such 
Code  shall  be  6  percent,  compounded  semi- 
annually. 

(10)  CLARiriCATION  Or  TREATMENT  Or  DEBT 
INSTRUMENTS     ISSUED     rOR     PUBUCLY     TRADED 

PROPERTY.— Subparagraph  (B)  of  section 
1273(b)(3)  (relating  to  debt  instruments 
issued  for  property  where  there  is  public 
trading)  is  amended  to  read  as  follows: 

"(B)(i)  is  issued  for  stock  or  securities 
which  are  traded  on  an  established  securi- 
ties market,  or 

"(ii)  to  the  extent  provided  in  regulations, 
is  issued  for  property  (other  than  stock  or  se- 
curities) of  a  kind  regularly  traded  on  an  es- 
tablished market, ". 

(11)  Bond  premiums  amortized  at  con- 
stant rate,  ETC.— 

(A)  In  general.— Paragraph  (3)  of  section 
171(b)  (relating  to  amortizable  bond  premi- 
ums) is  amended  to  read  as  follows: 

"(3)  Method  or  determination.— 

"(A)  In  general.— Except  as  provided  in 
regulations  prescribed  by  the  Secretary,  the 
determinations  required  under  paragraphs 
(1)  and  (2)  shall  be  made  on  the  basis  of  the 
taxpayer's  yield  to  maturity  determined  by— 

"(i)  using  the  taxpayer's  basis  (for  pur- 
poses of  determining  loss  on  sale  or  ex- 
change) of  the  obligation,  and 

"(ii)  compounding  at  the  close  of  each  ae- 
crual  period  (as  defined  in  section 
1272(a)(5)). 

"(B)  Special  rule  where  earuer  call  date 
IS  USED.— For  purposes  of  subparagraph  (A), 
if  the  amount  payable  on  an  earlier  call  date 
is  used  under  paragraph  (l)(B)(ii)  in  deter- 
mining the  amortizable  bond  premium  at- 
tributable to  the  period  before  the  earlier 
caU  date,  such  bond  shall  be  treated  as  ma- 
turing on  such  date  for  the  amount  so  pay- 
able and  then  reissued  on  sueh  date  for  the 
amount  so  payable. " 

(B)  Amortizable  bond  premium  rules  to 

APPLY  TO  OBUGATIONS  ISSUED  BY  INDIVIDUALS, 

ETC.— Subsection  (d)  of  section  171  (defining 
bond)  is  amended  by  striking  out  "issued  by 
any  corporation  and  bearing  interest  (in- 
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eluding  any  like  obligation  issued  by  a  gov- 
ernment or  political  subdivision  thereof), ". 

(C)  ErTEcrm  date.— 

(iJ  The  amendments  made  by  this  para- 
graph shall  apply  to  obligations  issued  after 
September  27, 198S. 

(iiJ  In  the  case  of  a  taxpayer  toith  respect 
to  iDhom  an  election  is  in  effect  on  the  date 
of  the  enactment  of  this  Act  under  section 
171(c)  of  the  Internal  Revenue  Code  of  19S4, 
such  election  shall  apply  to  obligations 
issued  after  September  27,  1985.  only  if  the 
taxpayer  chooses  (at  such  time  and  in  such 
manner  as  may  be  prescribed  by  the  Secre- 
tary of  the  Treasury  or  his  delegate)  to  have 
such  election  apply  loith  respect  to  such  ob- 
ligations. 

(12)  CLAtOFtCATlON  Ot  AHOVHT  Of  AMORTtZ- 
ABLE  BOND  PREMWM.— 

(A)  In  qknsrau— Subsection  (b)  of  section 
171  (defining  amortizable  bond  premium)  is 
amended  by  adding  at  the  end  thereof  the 
foUovDing  new  paragraph- 

"(4)  Treatment  or  certain  bonds  acquired 

IN  EXCHANOE  rOR  OTHER  PROPERTY.— 
"(A)  In  aENERAL.—If— 

"(i)  a  bond  is  acquired  by  any  person  in 
exchange  for  other  property,  and 

"(ii)  the  basis  of  such  bond  is  determined 
(in  whole  or  in  part)  by  reference  to  the 
basis  of  such  other  property, 
for  purposes  of  applying  this  subsection  to 
such  bond  while  held  by  such  person,  the 
basis  of  such  bond  shall  not  exceed  its  fair 
market  valxie  immediately  after  the  ex- 
change. A  similar  rule  shall  apply  in  the 
case  of  such  bond  while  held  by  any  other 
person  whose  basis  is  determined  (in  whole 
or  in  part)  by  reference  to  the  basis  in  the 
hands  of  the  person  referred  to  in  clause  (i). 

"(B)  Special  rule  where  bond  exchanoed 
IN  REOROANiZATiON.—Subparagraph  (A)  shall 
not  apply  to  an  exchange  by  the  taxpayer  of 
a  t)ond  for  another  t>ond  if  such  exchange  is 
a  part  of  a  reorganization  (as  defined  in  sec- 
tion 368).  If  any  portion  of  the  basis  of  the 
taxpayer  in  a  bond  transferred  in  such  an 
exchange  is  not  taken  into  account  in  deter- 
mining bond  premium  by  reason  of  this 
paragraph,  such  portion  shall  not  be  taken 
into  account  in  determining  the  amount  of 
bond  premium  on  any  bond  received  in  the 
exchange." 

(B)  ErrEcnvE  date.— The  amendment 
made  by  subparagraph  (A)  shall  apply  to  ex- 
changes ajter  May  6. 1986. 

(13)  Special  rule  for  bonds  wrm  partial 

principal  PAYMENTS.— 

(A)  Treatment  or  accrued  marxet  dis- 
count.— 

(i)  Subsection  (a)  of  section  1276  (relatirig 
to  disposition  gain  representing  accrued 
market  discount  treated  as  ordinary 
income)  is  amended  by  redesignating  para- 
graph (3)  (u  paragraph  (4)  and  by  iruerting 
after  paragraph  (2)  the  following  new  para- 
graph: 

"(3)  Treatment  or  partial  principal  pay- 
ments.— 

"(A)  In  general.— Any  partial  principal 
payment  on  a  market  discount  t>ond  shall  be 
included  in  gross  income  as  ordinary 
income  to  the  extent  such  payment  does  not 
exceed  the  accrued  market  discount  on  such 
bond. 

"(B)  ADiusTMENT.-If  Subparagraph  (A)  ap- 
plies to  any  partial  princijMl  payment  on 
any  market  discount  bond,  for  purposes  of 
applying  this  section  to  any  disposition  of 
(or  subseouent  partial  principal  payment 
on)  «icft  bond,  the  amount  of  accrued 
market  discount  shaU  be  reduced  by  the 
amount  of  sudi  partial  principal  payment 
included  in  gross  income  under  subpara- 
graph (A)." 


(ii)  Paragraph  (4)  of  section  1279(a)  (as 
redesignated  by  subparagraph  (A))  is 
amended  by  striking  out  "under  paragraph 
(1)"  and  inserting  in  lieu  thereof  "under 
paragraph  (1)  or  (3)". 

(Hi)  Subsection  (b)  of  section  1276  U 
amended  by  adding  at  the  end  thereof  the 
foUovring  new  paragraph: 

"(3)  Special  rule  where  partial  principal 
PAYMENTS.— In  the  case  of  a  l>ond  the  princi- 
pal of  which  may  be  paid  in  2  or  more  pay- 
ments, the  amount  of  accrued  market  dis- 
count shall  be  determined  under  regulatioru 
prescribed  by  the  Secretary. " 

(B)  Coordination  with  tax  treatment  or 
stripped  bonds.— 

(i)  Paragraph  (1)  of  section  1286(b)  (relat- 
ing to  tax  treatment  of  person  stripping 
bond)  is  amended  to  read  as  follows' 

"(1)  such  person  shall  include  in  gross 
income  an  amount  equal  to  the  sum  of— 

"(A)  the  interest  accrued  on  such  bond 
while  held  by  such  person  and  before  the 
time  such  coupon  or  bond  was  disposed  of 
(to  the  extent  such  interest  has  not  thereto- 
fore been  included  in  such  person's  gross 
income),  and 

"(B)  the  accrued  market  discount  on  such 
bond  determined  as  of  the  time  such  coupon 
or  bond  toas  disposed  of  (to  the  extent  such 
discount  has  not  theretofore  been  included 
in  such  person's  gross  income), ". 

(ii)  Paragraph  (2)  of  section  1286(b)  is 
amended  by  striking  out  "the  amount  of  the 
accrued  interest  described  in  paragraph  (1)" 
and  inserting  in  lieu  thereof  "the  amount 
included  in  gross  income  under  paragraph 
(1)". 

(C)  ErrEcnvE  date.— The  amendments 
made  by  this  paragraph  shall  apply  to  obli- 
gations acquired  after  the  date  of  the  enact- 
ment of  this  AcL 

(14)  Clerical  amendments.- 

(A)  Subparagraph  (A)  of  section  1274(c)(4) 
is  amended  by  striking  out  "roR  less  than 
si,o»o,im"  in  the  subparagraph  heading  and 
inserting  in  lieu  thereof  "roR  ti,too,»»o  or 
less". 

(B)  Paragraph  (1)  of  section  483(d)  is 
amended  by  striking  out  "any  debt  instru- 
ment to  which  section  1272  applies"  and  in- 
serting in  lieu  thereof  "ony  debt  irutrument 
for  which  an  issue  price  is  determined  under 
section  1273(b)  (other  than  paragraph  (4) 
thereof)  or  section  1274". 

(C)  Clause  (Hi)  of  uction  6049(b)(5)(B)  is 
amended  by  striking  out  "section 
1232(b)(1)"  and  inserting  in  lieu  thereof 
"section  1273(a)". 

(b)  Amendments  Related  to  Section  44  or 
THE  Act.— 

(1)  CLARinCATION  Or  TRANSmONAL  RULE  rOR 

PURPOSES  or  IMPUTED  INTEREST  RULES.— Para- 
graph (4)  of  section  44(b)  of  the  Tax  Reform 
Act  of  1984  (relating  to  special  rules  for  sales 
before  July  1,  1985).  as  added  by  section  2  of 
PtMic  Law  98-612,  is  amended— 

(A)  by  striking  out  "before  July  1,  1985"  in 
sidtparagrajA  (A)  and  inserting  in  lieu 
thereof  "after  December  31.  1984,  and  before 
July  1,1985", 

(B)  by  striking  out  "BEroREJULY  t,  itn"  in 
the  paragraph  heading  and  inserting  in  lieu 
thereof  "after  December  it.  ttn.  and  BEroRE 
JULY  t.  tsts",  and 

(C)  by  adding  at  the  end  thereof  the  follouh 
ing  new  subparagraph: 

"(G)  Clarification  or  appucation  or  this 
PARAQRAPH.  ETC.— This  paragraph  and  para- 
graphs (5).  (6).  and  (7)  shaU  apply  oiUy  in 
the  case  of  sales  or  exchanges  to  which  sec- 
tion 1274  or  483  of  the  Internal  Revenue 
Code  of  1954  (as  amended  by  section  41)  ap- 
plies." 


(2)  CLARincATioN  or  interest  accrual, 
ETC.—Sul>paragraph  (A)  of  section  44(b)(3) 
of  the  Tax  Reform  Act  of  1984  is  amended  by 
striking  out  "and  before  January  1.  1985." 
each  place  it  appears. 

(3)  Exception  for  bindino  contracts.— 
Subparagraph  (B)  of  section  44(b)(3)  of  the 
Tax  Reform  Act  of  1984  is  amended  to  read 
as  follows' 

"(B)  Exception  for  binding  contracts.— 
"(i)  Subparagraph  (AXiXI)  shall  ru>t  apply 
to  any  sale  or  exchange  pursuant  to  a  vrrlt- 
ten  contract  which  toas  binding  on  March  1. 
1984.  and  at  all  times  thereafter  before  the 
sale  or  exchange. 

"(ii)  Subparagraph  (AKVdl)  shall  not 
apply  to  any  sale  or  exchange  pursuant  to  a 
written  contract  which  was  binding  on  June 
8.  1984.  and  at  all  times  thereafter  before  the 
sale  or  exchange. " 

(4)  Clerical  amendment.— Clause  (ii)  of 
section  44(b)(6)(B)  of  the  Tax  Reform  Act  of 
1984  (as  added  by  section  2  of  Public  Law 
98-612)  is  amended  by  striking  out  "greater 
than"  and  inserting  in  lieu  thereof  "not 
greater  than". 

(5)  Clarification  of  effective  date  for 
repeal  of  capttal  asset  requirement.— sub- 
section  (g)  of  section  44  of  the  Tax  Reform 
Act  of  1984  is  amended  try  strilcing  out 
"before  December  31.  1984"  and  inserting  in 
lieu  thereof  "on  or  before  December  31. 
1984". 

SEC.  l»S4.  AMENDMENTS  RELATED  TO  CORPOkATK 
PROVISIONS. 

(a)  Amendment  Related  to  Section  51  of 
THE  Act.— Subsection  (a)  of  section  246A  (re- 
lating to  dividends  received  deduction  re- 
duced where  portfolio  stock  is  debt  fi- 
nanced) is  amended— 

(1)  by  striJcing  out  "or  245"  and  inserting 
in  lieu  thereof  "or  245(a)".  and 

(2)  by  adding  at  the  end  thereof  the  follow- 
ing new  sentence: 

"The  preceding  sentence  shall  be  applied 
iKfore  any  determination  of  a  ratio  under 
paragraph  (1)  or  (2)  of  section  245(a)." 

(b)  Amendments  Related  to  Section  53  and 
Section  5<  of  the  Act.— 

(1)  Amendments  to  section  i4i.— 

(A)  Subparagraph  (A)  of  section  246(c)(1) 
(relating  to  exclusion  of  certain  dividends) 
is  amended  to  read  as  follows: 

"(A)  which  is  held  by  the  taxpayer  for  45 
days  or  less.  or". 

(B)  Paragraph  (4)  of  section  246(c)  (relat- 
ing to  holding  period  reduced  for  periods 
where  risk  of  loss  diminished)  is  amended  by 
striking  out  "determined  under  parxigraph 
(3)"  and  inserting  in  lieu  thereof  "deter- 
mined for  purposes  of  this  subsection  ". 

(C)  The  amendments  made  by  this  para- 
graph shall  apply  to  stock  acquired  after 
March  1. 1986. 

(2)  Effective  date  for  related  person 
PROVISIONS.— Paragraph  (3)  of  section  53(e) 
of  the  Tax  Reform  Act  of  1984  (relating  to  ef- 
fective dale  for  related  person  provisions)  is 
amended  to  read  as  follows: 

"(3)  Related  person  provisions.— 

"(A)  In  OENERAL.—Except  as  otherwise  pro- 
vided in  sultparagraph  (B).  the  amendment 
made  by  subsection  (c)  shaU  take  effect  on 
July  18.  1984. 

"(B)  Special  rule  for  purposes  of  section 
zti(z>.—The  amendment  made  by  subsection 
(c)  insofar  as  it  relates  to  section  265(2)  of 
the  Internal  Revenue  Code  of  1954  shall 
apply  to— 

"(i)  term  loans  made  after  July  18.  1984. 
and 

"(ii)  demand  loans  outstanding  after  July 
18,  1984  (other  than  any  loan  ouistandirig 
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on  July  18,  1984,  and  repaid  befort  Septem- 
ber 18, 1984). 

"(CI  TuEATMg/rr  or  rineootiations,  etc.— 
For  purposes  of  thU  paragraph,  any  loan  re- 
negotiated, extended,  or  revised  after  July 
18,  1984,  shall  be  treated  as  a  loan  made 
ajter  such  date. 

"(Dt  DErmmoN  or  term  and  demand 
LOANS.— For  purposes  of  this  paragraph,  the 
terms  'demand  loan'  and  'term  loan'  have 
the  respective  meanings  given  such  terms  by 
paragraphs  (S)  and  (6 J  of  section  7872(f)  of 
the  Internal  Revenue  Code  of  19S4,  except 
that  the  second  sentence  of  such  paragraph 
(S)  shall  not  apply. " 

(3)  Special  rule  roR  certain  distribvtjons 
BxroRE  JANUARY  I,  1911.— Paragraph  (3)  of 
tection  S4  of  the  Tax  Reform  Act  of  1984  (re- 
lating to  exceptions  for  distributions  before 
January  1,  198S,  to  80percent  corporate 
shareholders)  is  amended  by  adding  at  the 
end  thereof  the  foUovnng  new  subparagraph: 

"(D)  Special  rule  roR  certain  distribu- 
tions BEFORE  JANUARY  I,  tilt.- 

"(i)  In  aENERAL.—In  the  case  of  a  transac- 
tion to  which  this  sul>paragraph  applies, 
sultparagraph  (A)  shall  be  applied  by  substi- 
tuting '1988' for  '1985'  and  the  amendments 
made  by  subtitU  D  of  title  VI  shall  not 
apply. 

"(ii)  Transaction  to  which  subparaqraph 
APPLIES.— This  subparagraph  applies  to  a 
transaction  in  which  a  Delaware  corpora- 
tion which  was  incorporated  on  May  31, 
1927,  and  which  was  acquired  by  the  trans- 
feree on  December  9,  1968,  transfers  to  the 
transferee  stock  in  a  corporation— 

"(I)  with  respect  to  which  such  Delaware 
corporation  is  a  100-percent  corporate 
shareholder,  and 

"(II)  which  is  a  Tennessee  corporation 
which  was  incorporated  on  October  S,  1981, 
and  which  is  a  successor  to  an  Indiana  cor- 
poration which  was  incorporated  on  June 
28,  1946,  and  acquired  by  the  transferee  on 
December  9,  1968. " 

(c)  Amendments  Related  to  Section  55  or 
the  Act.— 

(1)  Cnause  (ii)  of  section  8S2(b)(4)(B)  (re- 
lating to  losses  attributable  to  exempt-inter- 
est dividend)  is  amended  by  striking  out 
"for  less  than  31  days"  and  inserting  in  lieu 
thereof  "for  6  months  or  less". 

(2)  Subparagraph  (C)  of  section  852(b)(4) 
(relating  to  determination  of  holding  peri- 
ods) is  amended  to  read  as  follows: 

"(C)  Determination  or  holding  periods.— 
For  purposes  of  this  paragraph,  the  rules  of 
paragraphs  (3)  and  (4)  of  section  246(c) 
sAoil  apply  in  determining  the  period  for 
which  the  taxpayer  has  held  any  share  of 
stock;  except  that  '6  months'  shall  be  substi- 
tuted for  each  numt>er  of  days  specified  in 
subparagraph  (B)  of  section  246(c)(3)." 

(3)  Subparagraph  (D)  of  section  852(b)(4> 
(relating  to  losses  incurred  under  a  periodic 
liQuidation  plan)  is  amended  by  striking  out 
"subparagraph  (A)"  and  inserting  in  lieu 
thereof  "subparagraj^  (A)  and  (B)". 

(4)  Paragraph  (4)  of  section  852(b)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subparagraph: 

"(E)  Authority  to  shorten  required 
HOLDiNO  period.— In  the  case  of  a  regulated 
investment  company  which  regularly  dis- 
trUtutes  at  least  90  percent  of  its  net  tax- 
exempt  interest,  the  Secretary  may  by  regu- 
lations prescribe  that  subparagraph  (B) 
(and  subparagraph  (C)  to  the  extent  it  re- 
lates to  subparagraph  (B))  shall  be  applied 
on  the  basis  of  a  h<Ming  period  requirement 
shorter  than  6  trumths;  except  that  such 
shorter  holding  period  requirement  shall  not 
be  shorter  than  the  greater  of  31  days  or  the 
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period    betu>een    regular    distributions    of 
exempt-interest  dividends. " 

(5)  The  paragraph  heading  for  paragraph 
(4)  of  section  852(b)  is  amended  by  striking 
out  "LESS  THAN  31  DAYS"  and  inserting  in  lieu 
thereof  "s  months  or  less". 

(6)  The  amendments  made  by  this  subsec- 
tion shall  apply  to  stock  with  respect  to 
which  the  taxpayer's  holding  period  tiegins 
after  March  28.  1985. 

(d)  Amendment  Related  to  Section  58  or 
THE  Act.— 

(1)  In  general.— Paragraph  (1)  of  section 
562(b)  (relating  to  distributions  in  liquida- 
tion) is  amended  by  adding  at  the  end  there- 
of the  following  new  sentence:  "Except  to  the 
extent  provided  in  regulations,  the  preced- 
ing sentence  shall  not  apply  in  the  case  of 
any  mere  holding  or  investment  company 
which  is  not  a  regulated  investment  compa- 
ny." 

(2)  ErrECTivE  date.— The  amendment  made 
by  paragraph  (1)  shall  apply  to  distributions 
after  September  27,  1985. 

(e)  Amendments  Related  to  Section  60  or 
THE  Act.— 

(1)  Treatment  or  certain  redemption  and 
UQUiDATiON  rights.— Subparagraph  (C)  of 
section  1504(a)(4)  (relating  to  certain  pre- 
ferred stock  not  treated  as  stock)  is  amended 
to  read  as  follows: 

"(C)  has  redemption  and  liquidation 
rights  which  do  not  exceed  the  issue  price  of 
such  stock  (except  for  a  reasonable  redemp- 
tion or  liquidation  premium),  and". 

(2)  Treatment  or  certain  corporations  ap- 
riuATED  on  JUNE  22,  tsti.— Paragraph  (2)  of 
section  60(b)  of  the  Tax  Reform  Act  of  1984 
(relating  to  special  rule  for  corporations  af- 
filiated on  June  22,  1984)  U  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "The  preceding  sentence  shall 
cease  to  apply  as  of  the  first  day  after  June 
22,  1984,  on  which  such  corporation  does 
not  qualify  as  a  member  of  such  group  under 
section  1504(a)  of  the  Internal  Revenue 
Code  of  1954  (as  in  effect  on  the  day  before 
the  date  of  the  enactment  of  this  Act). " 

(3)  Treatment  or  certain  sell-downs 
AtTER  JUNE  22,  1 9s 4.— Paragraph  (3)  of  section 
60(b)  of  the  Tax  Reform  Act  of  1984  (relating 
to  special  rule  not  to  apply  to  certain  sell- 
downs  after  June  22,  1984)  is  amended  to 
read  as  follows: 

"(3)  Special  rule  not  to  apply  to  certain 

sell-downs  ATTER  JUNE  22,  1984.— If— 

"(A)  the  requirements  of  paragraph  (2)  are 
satisfied  with  respect  to  a  corporation, 

"(B)  more  than  a  de  minimis  amount  of 
the  stock  of  such  corporation— 

"(i)  is  sold  or  exchanged  (including  in  a 
redemption),  or 

"(ii)  is  issued, 
after  June  22,  1984  (other  than  in  the  ordi- 
nary course  of  business),  and 

"(C)  the  requirements  of  the  amendment 
made  by  subsection  (a)  are  not  satisfied 
after  such  sale,  exchange,  or  issuance, 
then  the  amendment  made  by  subsection  (a) 
shall  apply  for  purposes  of  determining 
whether  such  corporation  continues  to  be  a 
meml>er  of  the  group.  The  preceding  sen- 
tence shall  not  apply  to  any  transaction  if 
such  transaction  does  not  reduce  the  per- 
centage of  the  fair  market  value  of  the  stock 
of  the  corporation  referred  to  in  the  preced- 
ing sentence  held  by  members  of  the  group 
determined  without  regard  to  this  para- 
graph." 

(4)  Treatment  or  certain  corporations  at- 

nUATED  ON  JUNE  22,  1914,  ETC—SubSCCtion  (b) 

of  section  60  of  the  Tax  Reform  Act  of  1984 
is  amended  by  striking  out  paragraph  (5) 
and  inserting  in  lieu  thereof  the  following 
new  paragraphs: 


"(5)  Native  corporations.— 

"(A)  In  the  case  of  a  Native  Corporation 
established  under  the  Alaska  Native  Claims 
Settlement  Act  (43  U.S.C.  1601  et  seq.),  or  a 
corporation  all  of  whose  stock  is  owned  di- 
rectly by  such  a  corporation,  during  any 
taxable  year  (beginning  after  the  effective 
date  of  these  amendTTients  and  before  1992), 
or  any  part  thereof,  in  which  the  Native  Cor- 
poration is  subject  to  the  provisions  of  sec- 
tion 7(h)(1)  of  such  Act  (43  U.S.C. 
1606(h)(1))— 

"(i)  the  amendment  made  by  subsection 
(a)  shall  not  apply,  and 

"(ii)  the  requirements  for  affiliation  under 
section  1504(a)  of  the  Internal  Revenue 
Code  of  1986  before  the  amendment  made  by 
subsection  (a)  shall  be  applied  solely  accord- 
ing to  the  provisions  expressly  contained 
ttierein,  without  regard  to  escrow  arrange- 
ments, redemption  rights,  or  similar  provi- 
sions. 

"(B)  Except  as  provided  in  subparagraph 
(C),  during  the  period  described  in  subpara- 
graph (A),  no  provision  of  the  Internal  Reve- 
nue Code  of  1986  (including  sections  269 
and  482)  or  principle  of  law  shall  apply  to 
deny  the  benefit  or  use  of  losses  incurred  or 
credits  earned  63/  a  corporation  described  in 
subparagraph  (A)  to  the  affiliated  group  of 
which  the  Native  Corporation  is  the 
common  parent 

"(C)  Losses  incurred  or  credits  earned  6y  a 
corporation  described  in  subparagraph  (A) 
shall  be  subject  to  the  general  consolidated 
return  regulations,  including  the  provisions 
relating  to  separate  return  limitation  years, 
and  to  sections  382  and  383  of  the  Internal 
Revenue  Code  of  1986. 

"(D)  Losses  incurred  and  credits  earned  by 
a  corporation  which  is  affiliated  with  a  cor- 
poration described  in  subparagraph  (A) 
shall  be  treated  as  having  been  incurred  or 
earned  in  a  separate  return  limitation  year, 
unless  the  corporation  incurring  the  losses 
or  earning  the  credits  satisfies  the  affili- 
ation requirements  of  section  1504(a)  with- 
out application  of  subparagraph  (A). 

"(6)  Treatment  or  certain  corporations 
aptiuated  on  JUNE  22,  i9S4.—In  the  case  of  an 
affiliated  group  which— 

"(A)  has  as  its  common  parent  a  Minneso- 
ta corporation  incorporated  on  April  23, 
1940,  and 

"(B)  has  a  memtter  which  is  a  New  York 
corporation  incorporated  on  November  13, 
1969, 

for  purposes  of  determining  whether  such 
New  York  corporation  continues  to  be  a 
member  of  such  group,  paragraph  (2)  shall 
6e  applied  by  substituting  for  'January  1, 
1988,'  the  earlier  of  January  1,  1994,  or  the 
date  on  which  the  voting  power  of  the  pre- 
ferred stock  in  such  New  York  corporation 
terminates. 
"(7)  Election  to  have  amendments  apply 

FOR     YEARS     BEOINNINQ    AFTER     19S3.—If    the 

common  parent  of  any  group  makes  an  elec- 
tion under  this  paragraph,  notwithstanding 
any  other  provision  of  this  subsection,  the 
amendments  made  by  subsection  (a)  shall 
apply  to  such  group  for  taxable  years  begin- 
ning after  December  31,  1983.  Any  such  elec- 
tion, once  made,  shall  be  irrevocable. 
"(8)    Treatment    or    certain    affiuated 

OROUPS.—If— 

"(A)  a  corporation  (hereinafter  in  this 
paragraph  referred  to  as  the  'parent')  was 
incorporated  in  1968  and  filed  consolidated 
returns  as  the  parent  of  an  affiliated  group 
for  each  of  its  taxable  years  ending  after 
1969  and  before  1985. 

"(B)  another  corporation  (hereinafter  in 
this  paragraph  referred  to  as  the  'subsidi- 
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ary'l  became  a  member  of  the  parent's  affili- 
ated group  in  1978  by  retuon  of  a  recapital- 
ization pursuant  to  which  the  parent  in- 
creased its  voting  interest  in  the  subsidiary 
from  not  less  than  S6  percent  to  not  less 
than  85  percent,  and 

"(O  such  subsidiary  is  engaged  (or  was  on 
September  27,  1985,  engaged)  in  manufac- 
turing and  distributing  a  broad  line  of  busi- 
ness systems  and  related  supplies  for  tnnd- 
ing,  laminating,  shredding,  graphics,  arul 
providing  secure  identification, 
then,  for  purposes  of  determining  whether 
such  subsidiary  corporation  is  a  member  of 
the  parent's  affiliated  group  under  section 
1504(a)  of  the  Internal  Revenue  Code  of  1954 
(as  amended  by  subsection  (a)),  paragraph 
(2)(B)  of  such  section  1504(a)  shall  be  ap- 
plied by  substituting  '55  percent'  for  '80  per- 
cent'. 

"(9)  Treatment  of  certain  corporations 
AFTOMTED  DURING  1971.—  In  the  case  of  a 
group  of  corporations  which  filed  a  consoli- 
dated Federal  income  tax  return  for  the  tax- 
able year  beginning  during  1971  and 
which— 

"(A)  included  as  a  common  parent  on  De- 
cember 31,  1971,  a  Delaware  corporation  in- 
corporated on  August  26,  1969,  and 

"(B)  included  as  a  member  thereof  a  Dela- 
ware corporation  incorporated  on  Novem- 
ber 8,  1971, 

for  taxable  years  beginning  after  December 
31,  1970,  and  ending  before  January  1,  1988, 
the  requirements  for  affiliation  for  each 
member  of  such  group  under  section  1504(a) 
of  the  Internal  Revenue  Code  of  1954  (before 
the  amendment  made  by  subsection  (a)) 
shaU  be  limited  solely  to  the  provisions  ex- 
pressly contained  therein  and  by  reference 
to  stock  issued  under  State  law  as  common 
or  preferred  stock  During  the  period  de- 
scribed in  the  preceding  sentence,  no  provi- 
sion of  the  Internal  Revenue  Code  of  1986 
(including  sections  269  and  482)  or  princi- 
ple of  law,  except  the  general  consolidated 
return  regulations  (including  the  provisions 
relating  to  separate  return  limitation  years) 
and  sections  382  and  383  of  such  Code,  shall 
apply  to  deny  the  benefit  or  use  of  losses  in- 
curred or  credits  earned  by  members  of  such 
group. " 

(5)  Treatment  of  certain  sell-downs.— 
Paragraph  (4)  of  section  60(b)  of  the  Tax 
Reform  Act  of  1984  (relating  to  exception  for 
certain  sell-downs)  is  amended  by  adding  at 
the  end  thereof  the  following  new  sentence: 
"For  purposes  of  the  preceding  sentence,  if 
there  is  a  letter  of  intent  between  a  corpora- 
tion and  a  securities  underwriter  entered 
into  on  or  before  June  22,  1984,  and  the  sub- 
sequent issuance  or  sale  is  effected  pursuant 
to  a  registration  statement  filed  unth  the  Se- 
curities and  Exchange  Commission,  such 
stock  shall  be  treated  as  issued  or  sold  pur- 
suant to  a  registration  statement  filed  with 
the  Securities  and  Exchange  Commission  on 
or  before  June  22.  1984." 

(6)  Amendment  of  section  332.— 

(A)  In  general.— Paragraph  (1)  of  section 
332(b)  (relating  to  liquidations  to  which  sec- 
tion applies)  is  amended  to  read  as  follows: 

"(1)  the  corporation  receiving  such  prop- 
erty u>as,  on  the  date  of  the  adoption  of  the 
plan  of  liquidation,  and  has  continued  to  be 
at  all  times  until  the  receipt  of  the  property, 
the  owner  of  stock  (in  such  other  corpora- 
tion) meeting  the  requirements  of  section 
lS04(a)(2);  and  either". 

(B)  Effective  date.— 

(i)  In  QENERAL.—Except  as  provided  in 
clause  (Hi),  the  amendment  made  by  suth 
paragraph  (A)  shall  apply  unth  respect  to 
plans  of  complete  liquidation  adopted  after 
March  28, 1985. 


(ii)  Certain  distributions  made  after  De- 
cember 31,  1914.— Except  as  provided  in 
clause  (Hi),  the  amendment  made  by  sub- 
paragraph (A)  shall  also  apply  unth  respect 
to  plans  of  complete  liquidations  adopted  on 
or  before  March  28,  1985,  pursuant  to  which 
any  distribution  is  made  in  a  taxable  year 
beginning  after  December  31,  1984  (Decem- 
ber 31,  1983,  in  the  case  of  an  affiliated 
group  to  which  an  election  under  section 
60(b)(7)  of  the  Tax  Reform  Act  of  1984  ap- 
plies), but  only  if  the  liquidating  corpora- 
tion and  any  corporation  which  receives  a 
distribution  in  complete  liquidation  of  such 
corporation  are  members  of  an  affiliated 
group  of  corporations  filing  a  consolidated 
return  for  the  taxable  year  which  includes 
the  date  of  the  distributiorL 

(Hi)  Transitional  ri/le  for  affiliated 
GROUPS.— The  amendment  made  by  subpara- 
graph (A)  shall  not  apply  with  respect  to 
plans  of  complete  liquidation  if  the  liquidat- 
ing corporation  is  a  member  of  an  affiliated 
group  of  corporations  under  section  60(b) 
(2),  (5),  (6),  or  (8)  of  the  Tax  Reform  Act  of 
1984,  for  all  taxable  years  which  include  the 
date  of  any  distribution  pursuant  to  such 
platL 

( 7)  Amendment  of  section  337.— 

(A)  In  GENERAL.— Subparagraph  (B)  of  sec- 
tion 337(c)(3)  (defining  distributee  corpora- 
tion) is  amended  to  read  as  follows: 

"(B)  Distributee  corporation.— For  pur- 
poses of  subparagraph  (A),  the  term  'distrib- 
utee corporation'  means  any  corporation 
which  receives  a  distribution  to  which  sec- 
tion 332  applies  in  a  complete  liquidation  of 
the  selling  corporation.  Such  term  also  in- 
cludes any  other  corporation  which  receives 
a  distribution  to  which  section  332  applies 
in  a  complete  liquidation  of  a  corporation 
which  is  a  distributee  corporation  under  the 
preceding  sentence  or  prior  application  of 
this  sentence. " 

(B)  Effective  date.— The  amendment 
made  by  subparagraph  (A)  shall  apply  in  the 
case  of  plans  of  complete  liquidation  pursu- 
ant to  which  any  distribution  is  made  in  a 
taxable  year  beginning  after  December  31, 
1984  (December  31,  1983,  in  the  case  of  an 
affiliated  group  to  which  an  election  undier 
section  60(b)(7)  of  the  Tax  Reform  Act  of 
1984  applies). 

(8)  Amendment  of  section  331.— 

(A)  In  general.— Paragraph  (3)  of  section 
338(d)  (defining  qualified  stock  purchase)  is 
amended  to  read  as  follows: 

"(3)  QuAUFiED  stock  PURCHASE.— The  term 
'qualified  stock  purchase'  means  any  trans- 
action or  series  of  transactions  in  which 
stock  (meeting  the  requirements  of  section 
1504(a)(2))  of  1  corporation  is  acquired  by 
another  corporation  by  purchase  during  the 
12-month  acquisition  period. " 

(B)  Effective  date.— The  amendment 
made  by  subparagraph  (A)  shall  apply  in 
cases  where  the  12-month  acquisition  period 
(as  defined  in  section  338(h)(1)  of  the  Inter- 
nal Revenue  Code  of  1954)  begins  after  De- 
cember 31,  1985. 

(9)  Treatment  of  certain  corporation  or- 
ganized ON  FEBRUARY  22,  1913.— In  the  CaSC  Of 

a  Rhode  Island  corporation  which  loas  orga- 
nized on  February  22,  1983,  and  which  on 
February  25,  1983— 

(A)  purchased  the  stock  of  another  corpo- 
ration, 

(B)  filed  an  election  under  section  338(g) 
of  the  Internal  Revenue  Code  of  1986  unth 
respect  to  such  purchase,  and 

(C)  merged  into  the  acquired  corporation, 
such  purchase  of  stock  shall  be  considered  as 
made  by  the  acquiring  corporation,  such 
election  shall  be  valid,  and  the  acquiring 


corporation  shall  be  considered  a  purchas- 
ing corporation  for  purposes  of  section  338 
of  such  Code  without  regard  to  the  duration 
of  the  existence  of  the  acquiring  corpora- 
tion. 

(10)  Treatment  of  former  disc's.— Para- 
graph (7)  of  section  1504(b)  (defining  in- 
cludible corporation)  is  amended  to  read  as 
follows: 

"(7)  A  DISC  (as  defined  in  section 
992(a)(1)).  or  any  other  corporation  which 
has  accumulated  DISC  income  which  is  de- 
rived after  December  31.  1984. " 

(f)  Amendments  Related  to  Section  61  of 
THE  Act. — 

(1)  Treatment  of  distributions  of  appreci- 
ated PROPERTY.— 

(A)  Subsection  (b)  of  section  312  (relating 
to  effect  on  earnings  and  profits)  is  amend- 
ed to  read  as  follows: 

"(b)  Distributions  of  Apprecuted  Proper- 
ty.—On  the  distribution  by  a  corporation, 
with  respect  to  its  stock,  of  any  property  the 
fair  market  value  of  which  exceeds  the  ad- 
justed basis  thereof— 

"(1)  the  earnings  and  profits  of  the  corpo- 
ration shall  be  increased  by  the  amount  of 
such  excess,  and 

"(2)  subsection  (a)(3)  shall  be  applied  by 
substituting  'fair  market  value' for  'adjusted 
basis'. 

For  purposes  of  this  subsection  and  subsec- 
tion (a),  the  adjusted  basis  of  any  property 
is  its  adjusted  basis  as  determined  for  pur- 
poses of  computing  earnings  OTid  profits. " 

(B)  Subsection  (cl  of  section  312  is  amend- 
ed by  inserting  "and"  at  the  end  of  para- 
graph (1).  by  striking  out  ",  and"  at  the  end 
of  paragraph  (2)  and  inserting  in  lieu  there- 
of a  period,  and  by  striking  out  paragraph 
(3). 

(C)  The  subsection  heading  for  subsection 
(c)  of  section  312  is  amended  6v  striking  out 
",  Etc". 

(D)  Subsection  (n)  of  section  312  is 
amended  by  striking  out  paragraph  (4)  and 
by  redesignating  paragraphs  (5),  (6),  (7),  (8). 
and  (9)  as  paragraphs  (4),  (5),  (6),  (7),  and 
(8),  respectively. 

(E)  Paragraph  (8)  of  section  312(n)  (as  re- 
designated by  subparagraph  (D))  is  amend- 
ed try  striking  out  "subsection  (kK4)"  and 
all  that  follows  and  inserting  in  lieu  thereof 
the  following: 

"subsection  (k)(4)— 

"(A)  paragraphs  (4)  and  (6)  shall  apply 
only  in  the  case  of  taxable  years  beginning 
after  December  31,  1985,  and 

"(B)  paragraph  (5)  shall  apply  only  in  the 
case  of  taxable  years  beginning  after  Decem- 
ber 31,  1987" 

(F)  Any  reference  in  subsection  (e)  of  sec- 
tion 61  of  the  Tax  Reform  Act  of  1984  to  a 
paragraph  of  section  312(n)  of  the  Internal 
Revenue  Code  of  1954  shall  be  treated  as  a 
reference  to  such  paragraph  as  in  effect 
before  its  redesignation  by  subparagraph 
(D). 

(2)  Clerical  amendments.- 

(A)  SiLbsection  (a)  of  section  1275  is 
amended— 

(i)  by  redesignating  the  paragraph  added 
by  section  61  of  the  Tax  Reform  Act  of  1984 
as  paragraph  (5),  and 

(ii)  by  striking  out  "to  corporations"  in 
the  heading  of  such  paragraph  and  inserting 
in  lieu  thereof  "by  corporations". 

(B)  Paragraph  (3)  of  section  301(f)  is 
amended  by  striking  out  "this  section"  and 
inserting  in  lieu  thereof  "this  suttsection". 

(3)  Effective  date  for  treatment  of  re- 
demptions.—Paragraph  (7)  of  section  312(n) 
of  the  Internal  Revenue  Code  of  1954  (as  re- 
designated by  paragraph  (1)(D)  of  this  sub- 
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aectionJ,  and  the  amendments  made  by  sec- 
tion $l(aJ(2J  of  the  Tax  Reform  Act  of  1984, 
$haU  apply  to  distributions  in  taxable  years 
beginning  after  September  30,  1984. 

ig)  AMuaaams  Rmlatkd  to  Sxction  63  or 
THE  Act.— 

(It  In  axMMKAL.— Section  361  (relating  to 
nonrecognition  of  gain  or  lou  to  corpora- 
tions) is  amended  to  read  as  follows: 
"SMC  ML  mnucoe/nmoN  of  gam  ok  loss  to 

THAMSnMOM  COKPORATION:  OTHER 
ntKATmEf/T  OF  TRANSFEKOR  CORPO- 
RATION: STC. 

"(a)  Okmrral  RULM.—NO  gain  or  loss  shaU 
be  recognized  to  a  transferor  corporation 
which  is  a  party  to  a  reorganization  on  any 
exchange  of  property  pursuant  to  the  plan  of 
reorganization. 

"(b)  Othkx  Treatiomt  or  Tramstsror  Cor- 
PORATIOH.—In  the  case  of  a  transferor  corpo- 
ration u)hich  is  a  party  to  a  reorganiza- 
tion- 

"(1)  sections  336  and  337  shall  not  apply 
with  respect  to  any  lUjuidation  of  such  cor- 
poration pursuant  to  the  plan  of  reorganiza- 
tion, 

"(2)  the  basis  of  the  property  (other  than 
stock  and  securities  described  in  paragraph 
(3))  received  by  the  corporation  pursuant  to 
such  plan  of  reorganization  shall  be  the 
same  as  it  unyuld  be  in  the  hands  of  the 
transferor  of  such  property,  adjusted  by  the 
amount  of  gain  or  loss  recognized  to  such 
transferor  on  such  transfer,  and 

"(3)  no  gain  or  loss  sfiall  be  recognized  by 
such  corporation  on  any  disposition  (pursu- 
ant to  the  plan  of  reorganization)  of  stock 
or  securities  which  were  received  pursuant 
to  such  plan  and  which  are  in  another  cor- 
poration which  is  a  party  to  such  reorgani- 
zation. 

For  purposes  of  paragraph  (3),  if  the  trans- 
feror corporation  is  merged,  consolidated,  or 
liquidated  pursuant  to  the  plan  of  reorgani- 
zation, or  if  a  transaction  meets  the  reguire- 
ments  of  section  368(a)(1)(C)  pursuant  to  a 
waiver  granted  by  the  Secretary  under  sec- 
tion 368(a)(2)(G)(ii),  any  distnbution  of 
such  stock  or  securities  by  the  transferor 
corporation  to  its  creditors  in  connection 
with  such  transaction  shall  be  treated  as 
pursuant  to  such  plan  of  reorganization. 

"(c)  Trratmknt  or  Distributions  orAppRX- 
cuTKD  Property.— Notwithstanding  any 
other  provision  of  this  siUftitle,  gain  shall  be 
recognized  on  the  distribution  of  property 
(other  than  property  permitted  by  section 
354,  355.  or  356  to  be  received  without  the 
recognition  of  gain)  pursuant  to  a  plan  of 
reorganization  in  the  same  manner  as  if 
such  property  had  been  sold  to  the  distribu- 
tee at  its  fair  market  value. " 

(2)  CLARincATiON  OP  TRAMSPERS  TO  CREDI- 
TORS.—Section  368(a)(2)(Q)(i)  (relating  to 
distribution  requirement)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "For  purposes  of  the  preceding  sen- 
tence, if  the  acquired  corporation  is  liqui- 
dated pursuant  to  the  plan  of  reorganiza- 
tion, any  distribution  to  its  creditors  in  con- 
nection with  such  liquidation  shaU  be  treat- 
ed as  pursuant  to  the  plan  of  reorganiza- 
tion." 

(3)  ComoRtma  AMENBMEttT.-TTie  table  of 
sections  for  subpart  C  of  part  III  of  subchap- 
ter C  of  chapter  1  is  amended  by  striking  out 
the  item  rioting  to  section  361  and  iruert- 
ing  in  lieu  thereof  the  following: 

"See.  361.  Nonrecognition  of  gain  or  loss  to 
transferor  corporation;  other 
treatment  of  transferor  corpo- 
ration: etc  " 

(4)  Eptecttve  date.— The  amendments 
made  by  this  subsection  OuM  apply  to  plans 


of  reorganizatiOTu  adopted  after  the  date  of 
the  enactment  of  this  Act 

(h)  AMENDMEins  Related  to  Section  64  or 
the  Act.— 

(1)  Subsection  (c)  of  section  368  (defining 
control)  is  amended  to  read  as  follows: 

"(c)  Control  DEnnED.-For  purposes  of 
part  I  (other  than  section  304),  part  II,  this 
part,  and  part  V,  the  term  'control'  means 
the  ownership  of  stock  possessing  at  least  80 
percent  of  the  total  combined  voting  power 
of  all  classes  of  stock  entitled  to  vote  and  at 
least  80  percent  of  the  total  number  of  shares 
of  all  other  classes  of  stock  of  the  corpora- 
tion." 

(2)  Paragraph  (2)  of  section  368(a)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subparagraph: 

"(H)  Special  rule  por  determining  wheth- 
er CERTAIN  TRANSACTIONS  ARE  QUALIPIED  UNDER 

PARAGRAPH  <i)<D).—In  the  case  of  any  trans- 
action vnth  respect  to  which  the  require- 
ments of  subparagraphs  (A)  and  (B)  of  sec- 
tion 354(b)(1)  are  met,  for  purposes  of  deter- 
mining whether  such  transaction  qualifies 
under  subparagraph  (D)  of  paragraph  (1), 
the  term  'control'  has  the  meaning  given  to 
such  term  by  section  304(c). " 

(3)  Section  368(a)(2)  is  amended  by  insert- 
ing "(other  than  for  purposes  of  subpara- 
graph (C))"  in  subparagraph  (A)  after  "sub- 
chapter". 

(i)  Amendments  Related  to  Section  65  or 
THE  Act.— 

(1)  In  general.— Subsection  (a)  of  section 
341  (relating  to  collapsible  corporations)  is 
amended  by  strHcing  out  "held  for  more  than 
6  months". 

(2)  ErrEcnvE  date.— The  amendment  made 
by  paragraph  (1)  shall  apply  with  respect  to 
sales,  exchanges,  and  distributions  after 
September  27,  1985. 

(j)  Amendments  Related  to  Section  67  or 
THE  Act. — 

(1)  Exemption  for  small  business  corpo- 
rations, etc.— Subsection  (b)  of  section  280G 
(defining  excess  parachute  payment)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(5)  Exemption  por  small  business  corpo- 
rations, etc.— 

"(A)  In  aBNERAL.—Notwithstanding  para- 
graph (2),  the  term  'parachute  payment' 
does  not  include— 

"(i)  any  payment  to  a  disqualified  indi- 
vidual with  respect  to  a  corporation  which 
(immediately  before  the  change  descril>ed  in 
paragraph  (2)(A)(i))  was  a  small  business 
corporation  (as  defined  in  section  1361(b)), 
and 

"(ii)  any  payment  to  a  disqualified  indi- 
vidual U)ith  respect  to  a  corporation  (other 
than  a  corporation  described  in  clause  (i)) 
if- 

"(I)  immediately  before  the  change  de- 
scribed in  paragraph  (2)(A)(i),  no  stock  in 
stich  corporation  ujos  readily  tradeal>le  on 
an  established  securities  market  or  other- 
wise, and 

"(II)  the  shareholder  approval  require- 
ments of  subparagraph  (B)  are  met  with  re- 
spect to  such  payment 
The  Secretary  may,  by  regulations,  prescribe 
that  the  requirements  of  subclause  (I)  of 
clause  (ii)  are  not  met  where  a  substantial 
portion  of  the  assets  of  any  entity  consists 
(directly  or  indirectly)  of  stock  in  such  cor- 
poration and  interests  in  such  other  entity 
are  readily  tradeable  on  an  established  secu- 
rities market,  or  otherwise. 

"(B)  Shareholder  approval  require- 
ments.—The  shareholder  approval  require- 
ments of  this  subparagraph  are  met  with  re- 
spect to  any  payment  if— 
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"(i)  such  payment  was  approved  by  a  vote 
of  the  persons  who  owned,  immediately 
before  the  change  described  in  paragraph 
(2)(A)(i),  more  than  75  percent  of  the  voting 
power  of  all  outstanding  stock  of  the  corpo- 
ration, and 

"(ii)  there  was  adequate  disclosure  to 
shareholders  of  all  material  facts  concerning 
all  payments  which  (but  for  this  paragraph) 
would  be  parachute  payments  uiith  respect 
to  a  disqualified  individxioL  " 

(2)  Treatment  or  reasonable  compensa- 
■noN.— Paragraph  (4)  of  section  280G(b)  (re- 
lating to  excess  parachute  payments  reduced 
to  extent  taxpayer  establishes  reasonable 
compensation)  is  amended  to  read  as  fol- 
lows: 

"(4)  Treatment  or  amounts  which  taxpay- 
er ESTABLISHES  AS  REASONABLE  COMPENSA- 
TION.—In  the  case  of  any  payment  described 
in  paragraph  (2)(A)— 

"(A)  the  amount  treated  as  a  parachute 
payment  shall  not  include  the  portion  of 
such  payment  which  the  taxpayer  estab- 
lishes by  clear  and  convincing  evidence  is 
reasonable  compensation  for  personal  serv- 
ices to  be  rendered  on  or  after  the  date  of  the 
change  described  in  paragraph  (2)(A)(i),  and 

"(B)  the  amount  treated  as  an  excess  para- 
chute payment  shall  be  reduced  by  the  por- 
tion of  such  payment  which  the  taxpayer  es- 
tablishes by  clear  and  convincing  evidence 
is  reasonable  compensation  for  personal 
services  actually  rendered  before  the  date  of 
the  change  described  in  paragraph  (2)(A)(i). 
For  purposes  of  subparagraph  (B),  reasona- 
ble compensation  for  services  actually  ren- 
dered before  the  date  of  the  change  described 
in  paragraph  (2)(A)(i)  shall  be  first  offset 
against  the  base  amount " 

(3)  Exemption  por  payment  under  quau- 
riED  PLANS.— Subsection  (b)  of  section  280Q 
(defining  excess  parachute  payment)  is 
amended  by  adding  at  the  end  thereof  the 
foUoxDing  new  paragraph: 

"(6)  Exemption  por  payments  under  quali- 
riED  PLANS.— NotunthstaTiding  paragraph  (2), 
the  term  'parachute  payment'  shall  Tiot  in- 
clude any  payment  to  or  from— 

"(A)  a  plan  described  in  section  401(a) 
which  includes  a  trust  exempt  from  tax 
under  section  501(a), 

"(B)  an  annuity  plan  described  in  section 
403(a),  or 

"(C)  a  simplified  employee  pension  (as  de- 
fined in  section  408(k)). " 

(4)  Treatment  or  ArnuATED  groups.— Sub- 
section (d)  of  section  2800  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(5)  Treatment  op  AmuATED  groups.— 
Except  as  otherwise  provided  in  regulations, 
all  members  of  the  same  affiliated  group  (as 
defined  in  section  1504,  determined  without 
regard  to  section  lS04(b))  shall  be  treated  as 
1  corporation  for  purposes  of  this  section. 
Any  person  who  is  an  officer  or  any  member 
of  such  group  shall  be  treated  as  an  officer 
of  such  1  corporation. " 

(5)  Limitation  on  number  op  individuals 

TREATED  AS  HIGHLY  COMPENSATED.— SubSCCtion 

(c)  Of  section  280G  (defining  disqualified  in- 
ditndtuU)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "For 
purposes  of  paragraph  (2),  the  term  'highly- 
compensated  individual'  only  includes  an 
individual  who  is  (or  would  be  if  the  indi- 
vidual were  an  employee)  a  member  of  the 
group  consisting  of  the  highest  paid  1  per- 
cent of  the  employees  of  the  corporation  or, 
if  less,  the  highest  paid  250  employees  of  the 
corporation. " 

(6)  Excluded  amounts  not  taken  into  ac- 
count IN  DETERMINING    WHETHER   THRESHOLD 
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AMOUNT  js  MET.— Subparagraph  (A)  of  aection 
2S0G(b)(2)  (defining  parachute  payment)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence: 
"For  purposes  of  claxae  (ii),  payments  not 
treated  as  parachute  payments  under  para- 
graph (4)(A),  (S),  or  (6)  shaU  not  be  taken 
into  account " 

(7)   LmiTATION   ON   TREATMENT  OT  PAYMENT 
PURSUANT    TO    SECURITIES    LAW    VIOLATION    AS 

PARACHUTE  PAYMENT.— Subparagraph  (B)  of 
section  2S0G(b)(2)  (defining  parachute  pay- 
ments) ia  amended  to  read  as  follows: 

"(B)  Agreements.— The  term  'parachute 
payment'  ahall  alao  include  any  payment  in 
the  nature  of  compensation  to  (or  for  the 
benefit  of)  a  diagualified  individtuil  if  auch 
payment  is  made  pursuant  to  an  agreement 
which  violates  any  generally  enforced  secu- 
rities lawa  or  regrtlationa.  In  any  proceeding 
involving  the  iasue  of  whether  any  payment 
made  to  a  disqualified  individual  is  a  para-  ■ 
chute  payment  on  account  of  a  violation  of 
any  generally  enforced  aecurities  lawa  or 
regulationa,  the  burden  of  proof  with  reaped 
to  eatabliahing  the  occurrence  of  a  violation 
of  auch  a  law  or  regulation  ahall  be  upon  the 
Secretary. " 

(8)  Clerical  amendment.— Paragraph  (2)  of 
aection  280G(d)  (defining  baae  period)  ia 
amended  by  striking  out  "waa  an  employee 
of  the  corporation"  and  inserting  in  lieu 
thereof  "performed  personal  aervices  for  the 
corporation". 

(k)  Amendments  Relating  to  Section  68  of 
THE  Act. — 

(1)  No  DISC  PREFERENCE  REDUCTION  FOR   S 

CORPORATIONS.— Effective  unth  reaped  to  tax- 
able years  beginning  after  December  31, 
1982,  paragraph  (4)  of  section  291(a)  (aa  in 
effect  on  the  day  before  the  date  of  the  enact- 
ment of  the  Tax  Reform  Act  of  1984)  ia 
amended  by  atriking  out  "a  corporation" 
and  inaerting  in  lieu  thereof  "a  C  corpora- 
tion". 

(2)  Clarification  of  effective  dates.— 

(A)  Paragraph  (2)  of  section  68(e)  of  the 
Tax  Reform  Act  of  1984  (relating  to  section 
1250  gain)  ia  amended  by  striking  out  "of 
the  Internal  Revenue  Code  of  1954"  and  in- 
serting in  lieu  thereof  "of  the  Internal  Reve- 
nue Code  of  1954,  and  the  amendment  made 
by  subaedion  (c)(2)  of  thia  aection, ". 

(B)  Paragraph  (3)  of  aection  68(e)  of  the 
Tax  Reform  Ad  of  1984  (relating  to  pollu- 
tion control  facilities)  ia  amended  by  strik- 
ing out  "of  auch  Code"  and  inserting  in  lieu 
thereof  "of  such  Code,  and  so  much  of  the 
amendment  made  by  subsection  (c)(1)  of 
this  section  aa  relatea  to  pollution  control 
facHitiea, ". 

(3)  Clerical  amendments.— 

(A)  The  avbaedion  heading  of  section 
291(a)  is  amended  by  striking  out  "20-Per- 

(B)  Paragraph  (2)  of  section  68(c)  of  the 
Tax  Reform  Act  of  1984  is  amended  by  strik- 
ing out  "section  57(h)"  and  inserting  in  lieu 
thereof  "aection  57(b)". 

(C)  Subparagraph  (B)  of  aection  57(b)(1)  ia 
amended  to  read  aa  followa: 

"(B)  Iron  ore  and  coAU—In  the  case  of 
any  item  of  tax  preference  of  a  corporation 
described  in  paragraph  (8)  of  subsection  (a) 
(but  only  to  the  extent  such  item  is  allocable 
to  a  deduction  for  depletion  for  iron  ore  and 
coal,  including  lignite),  only  71.6  percent  of 
the  amount  of  such  item  of  tax  preference 
(determined  udthout  regard  to  this  subsec- 
tion) shall  be  taken  into  account  as  an  item 
of  tax  preference." 

(D)  Paragraph  (2)  of  section  57(b)  is 
amended  by  striking  out  "85  percent"  and 
inserting  in  lieu  thereof  "80  percent". 


SBC.  /»«.  amendments  related  to  paktnekship 

PROVISIOSS. 

(a)  Amendments  Related  to  Section  72  of 
THE  Act.— 

(1)  Clarification  that  change  need  not 
occur  during  taxable  year  of  payment.— 

(A)  Clause  (i)  of  section  706(d)(2)(A)  is 
amended  by  striking  out  "each  such  item" 
and  inserting  in  lieu  thereof  "such  item". 

(B)  Subparagraph  (B)  of  section  706(d)(2) 
is  amended  by  striking  out  "which  are  de- 
scribed in  paragraph  (1)  and". 

(2)  Clerical  amendment.— Clause  (i)  of  sec- 
tion 706(d)(2)(C)  (relating  to  items  attribut- 
able to  periods  not  urithin  taxable  year)  ia 
amended  by  atriking  out  "the  first  day  of 
auch  taxable  year"  and  inaerting  in  lieu 
thereof  "thefirat  day  of  the  taxable  year". 

(b)  Amendment  Related  to  Section  73  of 
the  Act.— Clause  (Hi)  of  section  707(a)(2)(B) 
(relating  to  treatment  of  certain  property 
transfers)  is  amended  by  striking  out  "sale 
of  property"  and  inserting  in  lieu  thereof 
"sale  or  exchange  of  property". 

(c)  Amendments  Related  to  Section  75  of 
THE  Act.— 

(1)  Limitation  on  amount  of  GAiN.-Sedion 
386  (relating  to  transfers  of  partnership  and 
trust  intereats  by  a  corporation)  is  amended 
by  redesignating  subsection  (d)  as  subsec- 
tion (e)  and  by  inserting  after  subsection  (c) 
the  following  new  subsedioiu 

"(d)  Limitation  on  Amount  of  Gain  Recog- 
nized IN  Case  of  Non-Liquidating  Distribu- 
tions.—In  the  case  of  any  distribution  by  a 
corporation  to  which  section  311  applies, 
the  amount  of  any  gain  recognized  by 
reason  of  subaedion  (a)  shall  not  exceed  the 
amount  of  the  gain  which  would  have  been 
recognized  if  the  partnership  interest  had 
been  sold.  The  Secretary  may  by  regulations 
provide  that  the  amount  of  such  gain  shall 
be  computed  urithout  regard  to  any  loss  at- 
tributable to  property  contributed  to  the 
partnership  for  the  principal  purpose  of  rec- 
ognizing such  loss  on  the  distributioiu  " 

(2)  Clarification  of  section  7sue>.— Sub- 
section (e)  of  section  761  (relating  to  distri- 
butions treated  as  exchanges)  is  amended— 

(A)  by  strHcing  out  "For  purposes  of  and 
inserting  in  lieu  thereof  "Except  as  other- 
wise provided  in  regulations,  for  purposes 

or, 

(B)  by  striking  out  "any  distribution  (not 
otherwise  treated  ax  an  exchange)"  and  in- 
serting in  lieu  thereof  "any  distribution  of 
an  interest  in  a  partnership  (not  oUierwiae 
treated  aa  an  exchange)",  and 

(C)  by  atriking  out  "Distributions"  in  the 
aubaedion  heading  and  inaerting  in  lieu 
thereof  "Distributions  of  Partnership  In- 
terests". 

(d)  Amendment  Related  to  Section  77  of 
THE  Act.— Subparagraph  (A)  of  aedion 
1031(a)(3)  (relating  to  reguirement  that 
property  be  identified)  ia  amended  by  atrik- 
ing out  "before  the  day"  and  inaerting  in 
lieu  thereof  "on  or  before  the  day". 

SEC  ISH.  AMENDMENTS  RELATED  TO  TRUST  PROVI- 
SIONS. 

(a)  Amendment  Related  to  Section  81  of 
THE  Act.— Subparagraph  (B)  of  aedion 
643(e)(3),  aa  redesignated  by  subsection  (c) 
(relating  to  election  to  recognize  gain),  is 
amended  to  read  as  follows: 

"(B)  Election.— Any  election  under  thia 
paragraph  ahall  apply  to  all  diatributiona 
made  by  the  estate  or  truat  during  a  taxable 
year  and  ahall  be  made  on  the  return  of  auch 
eatate  or  truat  for  such  taxable  year. " 

(b)  Treatment  of  Multiple  Trusts.— Sub- 
section (b)  of  section  82  of  the  Tax  Reform 
Act  of  1984  (relating  to  treatment  of  mtdti- 
ple  trusts)  is  amended  by  inserting  before 


the  period  at  the  end  thereof  the  following:  "; 
except  that,  in  the  case  of  a  trust  which  xoas 
irrevocable  on  March  1,  1984,  such  amend- 
ment shall  so  ajtply  only  to  that  portion  of 
the  trust  which  is  attributable  to  contribu- 
tions to  corpus  after  March  1, 1984". 

(c)  Clerical  Amendments.— Section  643  (re- 
lating to  definitions  applicable  to  si^yparts 
A,  B,  C,  and  D)  is  amended— 

(1)  by  redesignating  Oie  subsection  added 
by  section  81  of  the  Tax  Reform  Act  of  1984 
as  subsection  (e),  and 

(2)  by  redesignating  the  subsection  added 
by  section  82  of  such  Act  as  subsection  (f). 

SEC.  ISt7.  AMENDMENTS  RELATED  TO  ACCOUNTING 
CHANGES 

(a)  Amendments  Related  to  Section  91  of 
THE  Act. — 

(1)  Clarification  of  cash  basis  exception 

TO  TAX  shelter  rule.— 

(A)  Subparagraph  (A)  of  section  461(i)(2) 
is  amended  by  striking  out  "within  90  days 
after  the  close  of  the  taxable  year"  and  in- 
serting in  lieu  thereof  "before  the  close  of  the 
90th  day  after  the  close  of  the  taxable  year". 

(B)  The  heading  for  paragraph  (21  of  sec- 
tion 461  (i)  is  amended  by  strUcing  out 
"wrrHiN  90  DAYS"  and  inserting  in  lieu  there- 
of "ON  OR  BEFORE  THE  SOTH  DA  Y". 

(2)  Clarification  of  coordination  with 
SECTION  464.— Subparagraph  (A)  of  section 
461(i)(4)  (relating  to  special  rules  for  farm- 
ing) is  amended  to  read  as  follows: 

"(A)  any  tax  shelter  described  in  para- 
graph (3)(C)  shall  be  treated  as  a  farming 
syndicate  for  purposes  of  section  464:  except 
that  this  subparagraph  shaU  not  apply  for 
purposes  of  determining  the  income  of  an 
individual  meeting  ttie  reguirements  of  sec- 
tion 464(c)(2),". 

(3)  Treatment  of  mining  and  solid  waste 
reclamation  and  closing  costs.— 

(A)  Reserve  increased  by  amount  deduct- 
ed.—Paragraph  (2)  of  section  468(a)  (relat- 
ing to  establishment  of  reserves  for  reclama- 
tion and  closing  costs)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(D)  Reserve  increased  by  amount  de- 
ducted.—A  reserve  shaU  be  increased  each 
taxable  year  by  Die  amount  allowable  as  a 
deduction  under  paragraph  (1)  for  such  tax- 
able year  which  is  allocable  to  such  reserve. " 

(B)  Effective  date.— Subsection  (g)  of  sec- 
tion 91  of  the  Tax  Reform  Ad  of  1984  (relat- 
ing to  effective  dates)  is  amended  by  adding 
at  the  end  thereof  the  follounng  new  para- 
graph: 

"(4)  Effective  date  for  treatment  of 
mining  and  soud  waste  reclamation  and 
CLOSING  COSTS.— Except  as  otherwise  provid- 
ed in  subsection  (h),  the  amendments  made 
by  subsection  (b)  shall  take  effect  on  the  date 
of  the  enactment  of  this  Act  with  respect  to 
taxat>le  years  ending  after  such  date. " 

(C)  Clerical  amendment.— Paragraph  (1) 
of  section  468(a)  is  amended  by  strUcing  out 
"this  subsection  "  and  inserting  in  lieu  tfiere- 
of  "this  section". 

(4)  Treatment  of  decommissioning  of  nu- 
clear POWERPLANT.— 

(A)  Time  when  payments  deemed  made.— 
(i)  In  general.— Section  468A  is  amended 
by  adding  at  the  end  thereof  the  following 
new  subsection: 

"(g)  Time  When  Payments  Deemed  Made— 
For  purposes  of  this  section,  a  taxpayer  shall 
be  deemed  to  have  made  a  payment  to  the 
Fund  on  the  last  day  of  a  taxable  year  if 
such  payment  is  made  on  account  of  such 
taxable  year  and  is  made  within  2<4  months 
after  the  close  of  such  taxable  year. " 
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(W  TKANsmoNAL  RULE.—To  the  extent  pro- 
vided in  regvlationa  prescribed  by  the  Secre- 
tary of  the  Treasury  or  his  delegate,  subsec- 
tion (g)  of  section  468A  of  the  Internal  Reve- 
nue Code  of  1954  (as  added  by  clause  li)) 
shall  be  applied  xoith  respect  to  any  payment 
on  account  of  a  taxable  year  beginning 
before  January  1.  1987,  as  if  it  did  not  con- 
tain the  requirement  that  the  payment  be 
made  vnthin  ZV,  months  after  the  close  of  the 
taxable  year.  Such  regulations  may  provide 
that,  to  the  extent  such  payment  to  the  Fund 
is  made  more  than  2%  months  after  the  close 
of  the  taxable  year,  any  adjustment  to  the 
tax  attributable  to  such  payment  shall  not 
affect  the  amount  of  interest  payable  with 
respect  to  periods  before  the  payment  is 
mtute.  Such  regulations  may  provide  appro- 
priate adjustments  to  the  deduction  allowed 
under  such  section  468A  for  any  such  tax- 
able year  to  take  into  account  the  fact  that 
the  payment  to  the  Fund  is  made  more  than 
ZV,  months  after  the  close  of  the  taxable  year. 

(B)  Treatment  or  amounts  distributed.— 
Subparagraph  (A)  of  section  468AfcJ(U  (re- 
lating to  inclusion  of  amount  distributed)  is 
amended  by  striking  out  "subsection 
(eXZKB)"  and  inserting  in  lieu  thereof  "sub- 
section (eK4)(Br. 

(C)  Clarification  of  taxation  of  fund.— 
Paragraph  (2)  of  section  468A(eJ  (relating  to 
taxation  of  Fundi  is  amended  to  read  as  fol- 
lows: 

"(2)  Taxation  of  fund.— 

"(A)  In  general.— There  is  hereby  imposed 
on  the  gross  income  of  the  Fund  for  any  tax- 
able year  a  tax  at  a  rate  equal  to  the  highest 
rate  of  tax  specified  in  section  11(b),  except 
that— 

"(i)  there  shall  not  be  included  in  the  gross 
income  of  the  Fund  any  payment  to  the 
Fund  with  respect  to  which  a  deduction  is 
allowable  under  subsection  (a),  and 

"(ii)  there  shall  be  allowed  as  a  deduction 
to  the  Fund  any  amount  paid  by  the  Fund 
which  is  described  in  paragraph  (4)(B) 
(Other  than  an  amount  paid  to  the  taxpayer) 
and  which  would  be  deductible  under  this 
chapter  for  purposes  of  determining  the  tax- 
able income  of  a  corporation. 

"(B)  Tax  in  lieu  of  other  taxation.— The 
tax  imposed  by  subparagraph  (A)  shall  be  in 
lieu  of  any  other  taxation  under  this  subtitle 
of  the  income  from  assets  in  the  Fund, 

"(C)  Fund  treated  as  corporation.— For 
purposes  of  subtitle  F— 

"(i)  the  Fund  shall  be  treated  as  if  it  were 
a  corporation,  and 

"(ii)  any  tax  imposed  by  this  paragraph 
shall  be  treated  as  a  tax  imposed  by  sec- 
tion 11." 

(D)  LiMirATiON  ON  INVESTMENTS.— Para- 
graph (4)  of  section  46'8A(e/  is  amended  by 
striking  out  "and"  at  the  end  of  subpara- 
graph (A),  by  striking  out  the  period  at  the 
end  of  subparagraph  (B)  and  inserting  in 
lieu  thereof  ",  and",  and  by  adding  at  the 
end.  thereof  the  following  new  subparagraph: 

"(C)  to  the  extent  that  a  portion  of  the 
Fund  is  not  currently  needed  for  purposes 
described  in  subparagraph  (A)  or  (B), 
making  investments  described  in  section 
i01(c)(21)(B)(ii)." 

(E)  Clerical  amendments.— 

(i)  Subsection  (a)  of  section  468A  is 
amended  by  striking  out  "this  subsection" 
and  inserting  in  lieu  thereof  "this  section". 

(ii)  Stibsection  (d)  of  section  468A  is 
amended  by  striking  out  "this  subsection" 
in  the  material  preceding  paragraph  (1)  and 
inserting  in  lieu  thereof  "this  section  ". 

(Hi)  The  subsection  heading  for  subsection 
(e)  of  section  468A  is  amended  by  striking 
out  "Trust  Fund"  and  inserting  in  lieu 
thereof  "Reserve  Fund". 
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(iv)  Paragraph 
amended— 

(I)  by  striking  out  "this  subsection"  and 
inserting  in  lieu  thereof  "this  section",  and 

(II)  by  striking  out  "Trust  Fund"  and  in- 
serting in  lieu  thereof  'Reserve  Fund". 

(v)  Paragraph  (6)  of  section  468A(e)  is 
amended— 

(I)  by  striking  out  "this  subsection"  each 
place  it  appears  and  inserting  in  lieu  there- 
of "this  section  ",  and 

(II)  by  striking  out  "this  subparagraph" 
and  inserting  in  lieu  thereof  "this  para- 
graph ". 

(vi)  Subsection  (f)  of  section  468A  is 
amended  by  striking  out  "The  term"  and  in- 
serting in  lieu  thereof  "For  purposes  of  this 
section,  the  term". 

(vii)  Section  88  is  amended  by  striking  out 
"of  ratemaking  purposes"  and  inserting  in 
lieu  thereof  "for  ratemaking  purposes". 

(F)  Effective  date.— Subsection  (g)  of  sec- 
tion 91  of  the  Tax  Reform  Act  of  1984  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(5)  Rules  for  nuclear  decommissioning 
COSTS.— The  amendments  made  by  subsec- 
tions (c)  and  (f)  shall  take  effect  on  the  date 
of  the  enactment  of  this  Act  with  respect  to 
taxable  years  ending  after  such  date. " 

(5)  Effective  date  for  net  operating  loss 
PROVISIONS.— Subsection  (g)  of  section  91  of 
the  Tax  Reform  Act  of  1984  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(6)  Modification  of  net  operating  loss 
CARRYBACK  PERIOD.— The  amendments  made 
by  subsection  (d)  shall  apply  to  losses  for 
taxable  years  beginning  after  December  31, 
1983. " 

(6)  Clarification  of  election  for  earuer 
EFFECTIVE  DATE.— Subparagraph  (A)  of  sec- 
tion 91(g)(2)  of  the  Tax  Reform  Act  of  1984 
(relating  to  taxpayer  may  elect  earlier  appli- 
cation) is  amended— 

(A)  by  striking  out  "incurred  before"  and 
inserting  in  lieu  thereof  "incurred  on  or 
before", 

(B)  by  striking  out  "incurred  on  or  after" 
and  inserting  in  lieu  thereof  "incurred 
after",  and 

(C)  by  adding  at  the  end  thereof  the  follow: 
ing  new  sentence: 

"The  Secretary  of  the  Treasury  or  his  dele- 
gate may  by  regulations  provide  that  (in 
lieu  of  an  election  under  the  preceding  sen- 
tence) a  taxpayer  may  (subject  to  such  con- 
ditions as  such  regulations  may  provide) 
elect  to  have  subsection  (h)  of  section'  461  of 
such  Code  apply  to  the  taxpayer's  entire  tax- 
able year  in  which  occurs  July  19,  1984. " 

(7)  Special  rules  for  designated  settle- 
ment funds.— 

(A)  In  general.— Subpart  C  of  part  II  of 
subchapter  E  of  chapter  1  (relating  to  tax- 
able year  for  which  deduction  taken)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  section: 

"SBC.  itSR  SPECIAL  KL'LES  FOR  DESIGNATED  SET- 
TLEME.VT  Fl!.\D& 

"(a)  In  General.— For  purposes  of  section 
461(h),  economic  performance  shall  be 
deemed  to  occur  as  qualified  payments  are 
made  by  the  taxpayer  to  a  designated  settle- 
ment fund. 

"(b)  Taxation  of  Designated  Settlement 
Fund.— 

"(1)  In  general.— There  is  imposed  on  the 
gross  income  of  any  designated  settlement 
fund  for  any  taxable  year  a  tax  at  a  rate 
equal  to  the  maximum  rate  in  effect  for  such 
taxable  year  under  section  1(e). 

"(2)  Certain  expenses  allowed.— For  pur- 
poses of  paragraph  (1),  gross  income  for  any 


taxable  year  shall  be  reduced  by  the  amount 
of  any  administrative  costs  (incltiding  State 
and  local  taxes)  and  other  iiicidental  ex- 
penses of  the  designated  settlement  fund  (in- 
cluding legal,  accounting,  and  actuarial  ex- 
penses)— 

"(A)  which  are  incurred  in  connection 
with  the  operation  of  the  fund,  and 

"(B)  which  would  be  deductible  under  this 
chapter  for  purposes  of  determining  the  tax- 
able income  of  the  corporation, 
no  other  deduction  shall  be  allowed  to  the 
fund 

"(3)  Transfers  to  the  fund.— In  the  case  of 
any  qualified  payment  made  to  the  fund— 

"(A)  the  amount  of  such  payment  shall  not 
be  treated  as  income  of  the  designated  settle- 
ment fund, 

"(B)  the  basis  of  the  fund  in  any  property 
which  constitutes  a  qualified  payment  shall 
be  equal  to  the  fair  market  value  of  such 
property  at  the  time  of  payment,  and 

"(C)  the  fund  shall  be  treated  as  the  owner 
of  the  property  in  the  fund  (and  any  earn- 
ings thereon). 

"(4)  Tax  in  ueu  of  other  taxation.— The 
tax  imposed  by  paragraph  (1)  shall  be  in 
lieu  of  any  other  taxation  under  this  subtitle 
of  income  from  assets  in  the  designated  set- 
tlement fund 

"(5)  Coordination  with  subtttle  f.—Fot- 
purposes  of  subtitle  F— 

"(A)  a  designated  settlement  fund  shall  be 
treated  as  a  corporation,  and 

"(B)  any  tax  imposed  by  this  subsection 
shall  be  treated  as  a  tax  imposed  by  section 
11. 

"(c)  Deductions  not  Allowed  for  Trans- 
fer OF  Insurance  Amounts.— No  deduction 
shall  be  allowable  for  any  qualified  payment 
by  the  taxpayer  of  any  amounts  received 
from  the  settlement  of  any  insurance  claim 
to  the  extent  such  amounts  are  excluded 
from  the  gross  income  of  the  taxpayer. 

"(d)  DEFiNTTiONs.-For  purposes  of  this  sec- 
tion— 

"(1)  QuAUFiED  payment.— The  term  quali- 
fied payment'  means  any  money  or  property 
which  is  transferred  to  any  designated  set- 
tlement fund  pursuant  to  a  court  order, 
other  than— 

"(A)  any  amount  which  may  be  trans- 
ferred from  the  fund  to  the  taxpayer,  or 

"(B)  the  transfer  of  any  stock  or  indebted- 
ness of  the  taxpayer  (or  any  related  person). 
"(2)    Designated   settlement   fund.— The 
term  designated  settlement  fund'  means  any 
fund— 

"(A)  which  is  established  pursuant  to  a 
court  order, 

"(B)  u)ith  respect  to  which  no  amounts 
may  be  transferred  other  than  in  the  form  of 
qualified  payments, 

"(C)  which  is  administered  by  persons  a 
majority  of  whom  are  independent  of  the 
taxpayer, 

"(D)  which  is  established  for  the  principal 
purpose  of  resolving  and  satisfying  present 
and  future  claims  against  the  taxpayer  (or 
any  related  person  or  formerly  related 
person)  arising  out  of  personal  injury, 
death  or  property  damage, 

"(E)  under  the  terms  of  which  the  taxpayer 
may  not  hold  any  beneficial  interest  in  the 
income  or  corpus  of  the  fund,  and 

"(F)  with  respect  to  which  an  election  is 
made  under  this  section  by  the  taxpayer. 
An  election  under  this  section  shall  be  made 
at  such  time  and  in  such  manner  as  the  Sec- 
retary shall  by  regulation  prescribe.  Such  an 
election,  once  made,  may  be  revoked  only 
with  the  consent  of  the  Secretary. 
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"(3J  RsiATED  PERSON.— The  term  'related 
peraon'  means  a  person  related  to  the  tax- 
payer tDithin  the  meaning  of  section  267(b). 

"(e)    NONAPPUCABIUTY    OT    SECTtON.—ThiS 

section  shall  wit  apply  toith  respect  to  any 
liability  of  the  taxpayer  arising  under  any 
workers'  compensation  Act  or  any  contested 
liability  of  the  taxpayer  within  the  meaning 
of  section  461(f). 

"(f)  Other  FxmDs.— Except  lu  proinded  in 
regulations,  any  payment  in  respect  of  a  li- 
ability described  in  subsection  (d)(2)(D) 
(and  not  described  in  subsection  (e))  to  a 
trust  fund  or  escrow  fund  which  is  not  a  des- 
ignated settlement  fiind  shall  not  be  treated 
as  constituting  economic  performance." 

(B)  Clerical  amendment.— The  table  of  sec- 
tions for  subpart  C  of  part  II  of  subchapter 
E  of  chapter  1  is  amended  by  adding  after 
the  item  relating  to  section  46SA  the  follow- 
ing new  item: 

"Sec  468B.  Special  rules  for  designated  set- 
tlement funds. " 

(C)  Special  rule  for  taxpayer  in  bank- 
ruptcy REOROANizATioN.—In  the  cosc  of  any 
settlement  fund  which  is  established  for 
claimants  against  a  corporation  which  filed 
a  petition  for  reorganization  under  chapter 
11  of  title  11,  United  States  Code,  on  August 
26,  1982,  and  which  filed  with  a  United 
States  district  court  a  first  amended  and  re- 
stated plan  of  reorganization  before  March 
1, 1986- 

(i)  any  portion  of  such  fund  which  meets 
the  requirements  of  subparagraphs  (A),  (C), 
(D),  and  (F)  of  section  468B(d)f2)  of  the  In- 
ternal Revenue  Code  of  19S4  (as  added  by 
this  paragraph)  shaU  be  treated  as  a  desig- 
nated settlement  fund  for  purposes  of  sec- 
tion 468B  of  such  Code, 

(ii)  such  corporation  (or  any  successor 
thereof)  shall  be  liable  for  the  tax  imposed 
by  section  468B  of  such  Code  on  such  por- 
tion of  the  fund  (and  the  fund  shaU  not  be 
liable  for  such  tax),  such  tax  shall  be  deduct- 
ible by  the  corporation,  and  the  rate  of  tax 
under  section  468B  of  such  Code  for  any  tax- 
able year  shall  be  equal  to  IS  percent,  and 

(Hi)  any  transaction  by  any  portion  of  the 
fund  not  descril>ed  in  clause  (i)  shall  be 
treated  as  a  transaction  made  by  the  corpo- 
ration. 

(D)  ClARtnCATtON  or  LAW  WITH  RESPECT  TO 
CERTAIN  rUNDS.— 

(i)  In  general.— Nothing  in  any  provision 
of  law  shall  be  construed  as  providing  that 
an  escrow  account,  settlement  fund,  or  simi- 
lar fund  is  not  subject  to  current  income 
tax.  If  contributions  to  such  an  account  or 
fund  are  not  deductible,  then  the  account  or 
fund  shall  be  taxed  as  a  grantor  trust 

(ii)  Effective  date.— The  provisions  of 
clause  (i)  shaU  apply  to  accounts  or  funds 
establUhed  after  August  16, 1986. 

(8)  Transitional  rule  for  certain 
AMOUNTS.— For  purposes  of  section  461(h)  of 
the  Internal  Revenue  Code  of  1954,  econom- 
ic performance  shall  be  treated  as  occurring 
on  the  date  of  a  payment  to  an  insurance 
company  if— 

(A)  such  payment  urns  made  before  Novem- 
ber 23,  1985,  for  indemnification  against  a 
tort  liability  relating  to  personal  injury  or 
death  caused  by  inhalation  or  ingestion  of 
dust  from  asl)estos-containing  insulation 
products, 

(B)  such  insurance  company  is  unrelated 
to  taxpayer, 

(C)  such  payment  is  not  refundable,  and 

(D)  the  taxpayer  is  not  engaged  in  the 
mining  of  asbestos  nor  is  any  member  of 
any  affiliated  group  which  includes  the  tax- 
payer so  engaged. 


(b)  Amendments  Related  to  Section  92  of 
THE  Act. — 

(1)  Treatment  of  SERVICES.— Subsection  (g) 
of  section  467  (relating  to  comparable  rules 
for  services)  is  amended  by  adding  at  the 
end  thereof  the  following  new  sentence:  "The 
preceding  senUnce  shaU  not  apply  to  any 
amount  to  which  section  404  or  404A  (or 
any  other  provision  specified  in  regulations) 
applies. " 

(2)  Clerical  amendments.— 

(A)  Subparagraph  (A)  of  section  467(b)(4) 
is  amended  by  striking  out  "statutory  recov- 
er period"  and  inserting  in  lieu  thereof 
"statutory  recovery  period". 

(B)  Paragraph  (4)  of  section  467(c)  is 
amended  by  striking  out  "subsection 
(b)(3)(A)"  and  inserting  in  lieu  thereof  "sub- 
section (b)(4)(A)".  . 

(C)  The  last  sentence  of  section  467(d)(2) 
is  amended  by  striking  out  "section 
1274(c)(2)(C)"  and  inserting  in  lieu  thereof 
"section  1274(c)(4)(C)". 

(D)  Paragraph  (5)  of  section  467(e)  is 
amended  by  striking  out  "section 
168(d)(4)(D)"  and  inserting  in  lieu  thereof 
"section  168(e)(4)(D)". 

(c)  Transition  Rule.— A  taxpayer  shall  be 
allowed  to  use  the  cash  receipts  and  dis- 
bursements method  of  accounting  for  tax- 
able years  ending  after  January  1.  1982,  if 
such  taxpayer— 

(1)  is  a  partnership  which  was  founded  in 
1936, 

(2)  has  over  1,000  professional  employees, 

(3)  used  a  long-term  contract  method  of 
accounting  for  a  substantial  part  of  its 
income  from  the  performance  of  architectur- 
al and  engineering  services,  and 

(4)  is  headquartered  in  Chicago,  Illinois. 

SBC.  ISOS.  AMESDMESTS  RELATED  TO  TAX  STRAD- 
DLE PROVISIOSS. 

(a)  Treatment  of  Subchapter  S  Corpora- 
tions.— 

(1)  Section  102  of  the  Tax  Reform  Act  of 
1984  (relating  to  section  1256  extended  to 
certain  options)  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsec- 
tion: 

"(j)  Coordination  of  Election  Under  Sub- 
section (d)(3)  With  Elections  Under  Sub- 
sections (g)  AND  (h).—The  Secretary  of  the 
Treasury  or  his  delegate  shall  prescribe  such 
regulations  as  may  be  necessary  to  coordi- 
nate the  election  provided  by  subsection 
(d)(3)  with  the  elections  provided  by  subsec- 
tions (g)  and  (h). " 

(2)  Paragraph  (3)  of  section  102(d)  of  the 
Tax  Reform  Act  of  1984  (relating  to  sub- 
chapter S  election)  is  amended  by  striking 
out  "(as  so  defined)"  and  inserting  in  lieu 
thereof  "(as  so  defined)  or  such  other  day  as 
may  be  permitted  under  regulations". 

(b)  Treatment  of  Amounts  Received  for 
Loaning  Securities.— Subparagraph  (B)  of 
section  263(g)(2)  (defining  interest  and  car- 
rying charges)  is  amended  by  striking  out 
"and"  at  the  end  of  clause  (ii),  by  striking 
out  the  period  at  the  end  of  clause  (Hi)  and 
inserting  in  lieu  thereof  ",  and",  and  by  in- 
serting after  clause  (Hi)  the  following  new 
clause: 

"(iv)  any  amount  which  is  a  payment 
with  respect  to  a  security  loan  (within  the 
meaning  of  section  512(a)(S))  includible  in 
gross  income  unth  respect  to  such  property 
for  the  taxable  year. " 

(c)  Treatment  of  Option  Straddles.— Sub- 
paragraph (A)  of  section  1092(d)(3)  (relating 
to  special  rules  for  stocks)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "The  preceding  sentence  shall  not 
apply  to  any  interest  in  stock. " 

(d)  Section  108.— Section  108  of  the  Tax 
Reform  Act  of  1984  is  amended— 


(1)  by  strDcing  out  'if  such  position  is  part 
of  a  transaction  entered  into  for  profit"  and 
inserting  in  lieu  thereof  "if  such  loss  is  in- 
curred in  a  trade  or  business,  or  if  such  loss 
is  incurred  in  a  transaction  entered  into  for 
profit  though  not  connected  toith  a  trade  or 
business", 

(2)  by  strHcing  out  subsection  (b)  and  in- 
serting in  lieu  thereof  the  foUxywing: 

"(b)  Loss  Incurred  in  a  Trade  or  Busi- 
NESS.— For  purposes  of  subsection  (a),  any 
loss  incurred  by  a  commodities  dealer  in  the 
trading  of  commodities  shall  be  treated  as  a 
loss  incurred  in  a  trade  or  business. ", 

(3)  by  striking  out  the  heading  for  subsec- 
tion (c)  and  inserting  in  lieu  thereof  the  fol- 
lowing: 

"(c)  Net  Loss  Allowed.—", 

(4)  by  striking  out  subsection  (f)  and  in- 
serting in  lieu  thereof  the  following: 

"(f)  Commodities  Dealer.— For  purposes  of 
this  section,  the  term  'commodities  dealer' 
means  any  taxpayer  who— 

"(1)  at  any  time  before  January  1,  1982, 
was  an  indimdual  described  in  section 
1402(i)(2)(B)  of  the  Internal  Revenue  Code 
of  1954  (as  added  by  this  subtitle/,  or 

"(2)  was  a  member  of  the  family  (within 
the  meaning  of  section  704(e)(3J  of  such 
Code)  of  an  individual  described  in  para- 
graph (1)  to  the  extent  such  member  engaged 
in  commodities  trading  through  an  organi- 
zation the  members  of  which  consisted  solely 
of- 

"(A)  1  or  more  individuals  described  in 
paragraph  (1),  and 

"(B)  1  or  more  members  of  ttie  families  (as 
so  defined)  of  such  individuals.",  and 

(4)  by  striking  out  subsection  (h)  and  in- 
serting in  lieu  thereof  the  following: 

"(hi  Syndicates.— For  purposes  of  this  sec- 
tion, any  loss  incurred  by  a  person  (other 
than  a  commodities  dealer)  with  respect  to 
an  interest  in  a  syndicate  (within  the  mean- 
ing of  section  1256(e)(3)(B)  of  the  Internal 
Revenue  Code  of  1954)  shall  not  be  consid- 
ered to  be  a  loss  incurred  in  a  trade  or  busi- 
ness." 

SEC.   ISH.   AMENDIIIEyrS  RELATED  TO  DEPRECIA- 
TION PROVISIONS 

(a)  Amendments  Related  to  Section  111  of 
THE  Act. — 

(1)  15-YEAR    STRAIGHT    UNE    ELECTION    FOR 

LOW-INCOME  HousiNO.-The  table  contained 
in  subparagraph  (A)  of  section  168(b)(3)  (re- 
lating to  election  of  different  recovery  per- 
centage) is  amended— 

(A)  by  striking  out  "and  loW-income  hous- 
ing" in  the  last  item  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  item: 

"Low-income  housing 15,  35,  or 

45  years. " 

(2)  Use  of  conventions.— 

(A)   Mid-month  convention  for    h-year 

REAL  PROPERTY.— 

(i)  Paragraph  (2)  of  section  168(b)  (relat- 
ing to  19-year  real  property)  is  amended— 

(I)  by  strHcing  out  the  last  sentence  of  sub- 
paragraph (A),  and 

(II)  by  amending  subparagraph  (B)  to 
read  as  follows: 

"(B)  Mid-month  convention  for  i9-year 
REAL  PROPERTY.— In  the  C04C  of  19-year  real 
property,  the  amount  of  the  deduction  deter- 
miried  under  any  provision  of  this  section 
(or  for  purposes  of  section  57(a)(12)(B)  or 
312(k))  for  any  taxable  year  shall  be  deter- 
mined on  the  basis  of  the  number  of  months 
(using  a  mid-month  convention)  in  which 
the  property  is  in  service. " 

(ii)  Subparagraph  (B)  of  section  168(f)(2) 
(relating  to  recovery  property  used  predomi- 
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nanUy  outside  the  United  States)  is  amend- 
ed to  read  as  foUovos: 

"(B>  Real  propskty.— Except  as  provided 
in  subparagraph  (C),  in  the  case  of  19-year 
real  property  or  low-income  housing  which, 
during  the  taxable  year,  is  predominantly 
used  outside  the  United  States,  the  recovery 
deduction  for  the  taxable  year  shall  be,  in 
lieu  of  the  amount  determined  under  subsec- 
tion lb),  the  amount  determined  by  applying 
to  the  unadjusted  basis  of  such  property  the 
apjUicable  percentage  determined  under 
tables  prescribed  by  the  Secretary.  For  pur- 
poses of  the  preceding  sentence,  in  prescrib- 
ing such  tables,  the  Secretary  shall— 

"(it  assign  to  the  property  described  in 
this  subparagraph  a  35-year  recovery  period, 
and 

"(HI  assign  percentages  determined  in  ac- 
cordance with  the  use  of  the  method  of  de- 
preciation described  in  section  167(}J(1J(BJ, 
switching  to  the  method  described  in  section 
167(b)(1)  at  a  time  to  maximize  the  deduc- 
tion allowable  under  subsection  fa). " 

(B)  Monthly  convention  for  low-income 
HOUSING.— Subparagraph  (B)  of  section 
168(b)(4)  (relating  to  low-income  housing)  is 
amended  to  read  as  follows: 

"(B)  Monthly  convention.— In  the  case  of 
lovhincome  housing,  the  amount  of  the  de- 
duction determined  under  any  provision  of 
this  section  (or  for  purposes  of  section 
S7(a)(12)(B)  or  312(k))  for  any  taxable  year 
shall  be  determined  on  the  basis  of  the 
number  of  Tnonths  (treating  all  property 
placed  in  service  or  disposed  of  during  any 
month  as  placed  in  service  or  disposed  of  on 
the  first  day  of  such  month)  in  which  the 
property  is  in  service. " 

(C)  Conforming  amendments.— 

(i)  Effective  on  and  after  the  date  of  the 
enactment  of  this  Act,  clause  (it)  of  section 
16S(j)(2)(B)  (relating  to  conventions)  is 
amended  to  read  as  follows: 

"(ii)  Cross  reference.— 

"For  other  applicable  eonventioiu,  tee  para- 
graphs  (2X8)  and  (4XB)  of  lubtection  (bX. " 

(ii)  Subparagraph  (A)  of  section  312(k)(3) 
is  amended  by  striking  out  ",  and  rules  simi- 
lar to  the  rules  under  the  next  to  the  last  sen- 
tence of  section  168(b)(2)(A)  and  section 
168(b)(2)(B)  shall  apply". 

(3)  Minimum  tax  treatment.— Subpara- 
graph (B)  of  section  57(a)(12)  (relating  to 
19-year  real  property  and  low-income  hous- 
ing) is  amended  by  striking  out  so  much  of 
such  subparagraph  as  precedes  clause  (i) 
thereof  and  inserting  in  lieu  thereof  the  fol- 
lowing: 

"(B)     19-YEAR     REAL     PROPERTY     AND     LOW- 

INCOME  HOUSING.— With  respect  to  each  re- 
covery property  which  is  19-year  real  proper- 
ty or  low-income  housing,  the  amount  (if 
any)  try  which  the  deduction  allowed  under 
section  168(a)  (or,  in  the  case  of  property  de- 
scribed in  section  167 (k),  under  section  167) 
for  the  taxable  year  exceeds  the  deduction 
which  would  have  been  allowable  for  the 
taxable  year  had  the  property  been  depreci- 
ated using  a  straight-line  method  (without 
regard  to  salvage  value)  over  a  recovery 
period  of—  ". 

(4)  Treatment  of  property  financed  with 
tax-exempt  bonds.  — 

(A)  Clause  (ii)  of  section  168(f)(12)(B)  (re- 
lating to  recovery  method)  is  amended  to 
read  as  follows- 

"(ii)  19-year  real  property.— In  the  case 
of  19-year  real  property,  the  amount  of  the 
deduction  allowed  shall  be  determined  by 
using  the  straight-line  method  (without 
regard  to  salvage  value)  and  a  recovery 
period  of  19  years." 

(B)  Subparagraph  (C)  of  section  168(f)(12) 
(relating  to  exception  for  projects  for  resi- 
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dential  rental  property)  is  amended  to  read 
as  follows: 

"(C)  Exception  for  low-  and  moderate- 
income  HOUSING.— Subparagraph  (A)  shall 
not  apply  to— 

"(i)  any  low-income  housing,  and 

"(ii)  any  other  recovery  property  which  is 
placed  in  service  in  connection  with 
projects  for  residential  rental  property  fi- 
nanced by  the  proceeds  of  obligations  de- 
scribed in  section  103(b)(4)(A). " 

(C)  Any  property  described  in  paragraph 
(3)  of  section  631(d)  of  the  Tax  Reform  Act 
of  1984  shall  be  treated  as  property  described 
in  clause  (ii)  of  section  168(f/(12)(C)  of  the 
Internal  Revenue  Code  of  1954  as  amended 
by  subparagraph  (B). 

(5)  Coordination  with  imputed  interest 
CHANGES.-In  the  case  of  any  property  placed 
in  service  before  May  9,  1985  (or  treated  as 
placed  in  service  before  such  date  by  section 
105(b)(3)  of  Public  Law  99-121)— 

(A)  any  reference  in  any  amendment  made 
by  this  subsection  to  19-year  real  property 
shall  t>e  treated  as  a  reference  to  18-year  real 
property,  and 

(B)  section  168(f)(12)(B)(ii)  of  the  Internal 
Revenue  Code  of  1954  (as  amended  by  para- 
graph (4)(A))  shall  be  applied  by  substitut- 
ing "18  years" for  "19  years". 

(b)  Treatment  of  Transferee  in  Certain 
Transa  ctions.  — 

(1)  In  general.— Subparagraph  (A)  of  sec- 
tion 168(f)(10)  (relating  to  transferee  bound 
by  transferor's  period  and  method  in  certain 
cases)  is  amended  to  read  as  follows: 

"(A)  In  GENERAL.-In  the  case  of  recovery 
property  transferred  in  a  transaction  de- 
scribed in  subparagraph  (B),  for  purposes  of 
computing  the  deduction  allowable  under 
subsection  (a)  with  respect  to  so  much  of  the 
basis  in  the  hands  of  the  transferee  as  does 
not  exceed  the  adjusted  basis  in  the  hands  of 
the  transferor— 

"(i)  if  the  transaction  is  described  in  sub- 
paragraph (B)(i),  the  transferee  shall  be 
treated  in  the  same  manner  as  the  transfer- 
or, or 

"(ii)  if  the  transaction  is  descritted  in 
clause  (ii)  or  (Hi)  of  subparagraph  (B)  and 
the  transferor  made  an  election  with  respect 
to  such  property  under  subsection  (b)(3)  or 
(f)(2)(C),  the  transferee  shall  be  treated  as 
having  made  the  same  election  (or  its  equiv- 
alent). " 

(2)  Treatment  of  terminations  of  partner- 
ships.—Subparagraph  (B)  of  section 
168(f)(10)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence: 
"Clause  (i)  shall  not  apply  in  the  case  of  the 
termination  of  a  partnership  under  section 
708(b)(1)(B). " 

(3)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  prop- 
erty placed  in  service  by  the  transferee  after 
December  31,  1985,  in  taxable  years  ending 
after  such  date. 

(c)  Amendment  Related  to  Section  112  of 
THE  Act.— Paragraph  (2)  of  section  453(i) 
(defining  recapture  income)  is  amended  by 
striking  out  "section  1245  or  1250"  and  in- 
serting in  lieu  thereof  "section  1245  or  1250 
(or  so  much  of  section  751  as  relates  to  sec- 
tion 1245  or  1250)". 

(d)  Amendments  Related  to  Section  113  of 
THE  Act.— 

(1)  Treatment  of  films,  video  tapes,  and 
SOUND  recordings.— Except  with  respect  to 
property  placed  in  service  by  the  taxpayer 
on  or  before  March  28,  1985,  subsection  (c) 
of  section  167  (relating  to  limitations  on  use 
of  certain  methods  and  rates)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence: 


"Paragraphs  (2),  (3),  and  (4)  of  subsection 
(b)  shall  not  apply  to  any  motion  picture 
film,  video  tape,  or  sound  recording. " 

(2)  Clerical  amendment.— Subsection  (q)  of 
section  48  is  amended  by  redesignating  the 
paragraph  relating  to  special  rule  for  quali- 
fied filTns  as  paragraph  (7). 

(e)  Amendments  Related  to  Section  114  of 
THE  Act.— 

(1)  Paragraph  (1)  of  section  48(b)  (defin- 
ing new  section  38  property)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "Such  term  includes  any  section 
38  property  the  reconstruction  of  which  is 
completed  by  the  taxpayer,  but  only  vnth  re- 
spect to  that  portion  of  the  basis  which  is 
properly  attributable  to  such  reconstruc- 
tion. " 

(2)  Paragraph  (2)  of  section  48(b)  (relating 
to  special  rule  for  sale-leasebacks)  is  amend- 
ed— 

(A)  by  striking  out  "paragraph  (1)"  and 
inserting  in  lieu  thereof  "the  first  sentence 
of  paragraph  (1)" 

(B)  by  striking  out  "used  under  the  lease" 
and  inserting  in  lieu  thereof  "used  under  the 
leaseback  (or  lease)  referred  to  in  subpara- 
graph (B)", 

(C)  by  adding  at  the  end  thereof  the  follow- 
ing new  sentence:  "The  preceding  sentence 
shall  not  apply  to  any  property  if  the  lessee 
and  lessor  of  such  property  make  an  election 
under  this  sentence.  Such  an  election,  once 
made,  may  be  revoked  only  with  the  consent 
of  the  Secretary. ",  and 

(D)  by  striking  out  "3  months  of  in  sub- 
paragraph (B)  and  inserting  in  lieu  thereof 
"3  months  after". 

SEC.  1810.  AMENDMENTS  RELATED  TO  FOREIGN  PRO- 
VISIONS 

(a)  Amendments  Related  to  Section  121  of 
THE  Act.— 

(1)  Treatment  of  certain  domestic  corpo- 
rations.— 

(A)  In  GENERAL-Subsection  (g)  of  section 
904  (relating  to  source  rules  in  the  case  of 
United  States-owned  foreign  corporations) 
is  amended  by  redesignating  paragraph  (91 
as  paragraph  (10),  and  by  inserting  after 
paragraph  (8)  the  following  new  paragraph: 

"(9)  Treatment  of  certain  domestic  cor- 
porations.—For  purposes  of  this  subsec- 
tion— 

"(A)  in  the  case  of  interest  treated  as  not 
from  sources  unthin  the  United  States  under 
section  861(a)(1)(B),  the  corporation  paying 
stich  interest  shall  be  treated  as  a  United 
States-owned  foreign  corporation,  and 

"(B)  in  the  case  of  any  dividend  treated  as 
not  from  sources  unthin  the  United  States 
under  section  861(a)(2)(A),  the  corporation 
paying  such  dividend  shall  be  treated  as  a 
United  States-owned  foreign  corporatioru  " 

(B)  Effective  date.— The  amendment 
made  by  subparagraph  (A)  shall  take  effect 
on  March  28,  1985.  In  the  case  of  any  tax- 
able year  ending  after  such  date  of  any  cor- 
poration treated  as  a  United  States-owned 
foreign  corporation  by  reason  of  the  amend- 
ment made  by  subparagraph  (A)— 

(i)  only  income  received  or  accrued  by 
such  corporation  after  such  date  shall  be 
taken  into  account  under  section  904(g)  of 
the  Internal  Revenue  Code  of  1954;  except 
that 

(ii)  paragraph  (5)  of  such  section  904(g) 
shall  be  applied  6y  talcing  into  account  all 
income  received  or  accrued  by  such  corpora- 
tion during  such  taxable  year. 

(2)  Treatment  op  certain  foreign  corpo- 
rations   ENGAGED    IN    TRADE    OR    BUSINESSES 

WITHIN   THE    UNITED   STATES.— Subparagraph 
(E)  of  section  121(b)(2)  of  the  Tax  Reform 


Act  of  1984  I 

plicabU  CFC 

end  thereof  t 

"(Hi)  Trea 

PORATIONS    E 

STATES.— For 
eign  corpora 
States  perso 
payment  ma 

"(I)  at  leai 
from  ail  sou 
3-year  perio 
last  taxable 
31,  1984,  wa 
conduct  of 
United  Stati 

"(ID  at  I 
income  fron 
for  the  3-yea 
its  taxable 
such  interes 
the  conduct 
United  Statt 

(3)  TREATh 
ROWING.— CI 

of  the  Tax  1 
plicable  CF 
"or  the  hoi 
and  all  tha 
thereof  "(or 
affiliated  p« 
of  such  obi 
affiliates. " 

(4)  CooR 
TiONS.—Sect 
nue  Code  q, 
ing  any  tr 
States  to  th 
on,  before,  c 
of  this  Act) 
tered  into  a 
this  Act)  su 
such  sectio 
intent  to  ov 
tion. 

(5)  Trans 
tzstbxs)  OF : 
125(b)(5)  oj 
lating  to  se, 
in  case  of 
rules),  any 
the  Interna 
to  a  taxpa 
August  31, 
or  accrued 
1981,  1982, 
amounts  v 
section  951 
trolled  fore 
porated  on 
taxes  paid 
treated  una 

(b)  Ameni 
THE  Act. — 

(1)  Treai 
personal  h 
paragraph 
to  exceptic 
has  small  i 
terest)  is  i 
thereof  the 
"The  prece 
any  amou 
under  secti 

(2)  Trea\ 

FROM  MEMl 

Paragraph 
certain  ai 
States-ovm 
treated  as 
out  suttpar 
paragraph 
inserting  a 
ing  new  su 


UMI 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24371 


3/  subsection 
ition  picture 
iing. " 

section  (q)  of 
vignating  the 
ule  for  ijuali- 

:cTiON  114  or 

48fbJ  (defin- 
amended  by 

Movnng  new 
any  section 
of  which  is 

only  toith  re- 

'Ms  which  is 
reconstruc- 

Ub)  frelatihg 
IS)  is  amend- 


er  the  lease" 

\ed  under  the 

in  subpara- 

of  the  follow- 
ing sentence 
'  if  the  lessee 
e  an  election 
lection,  once 
I  the  consent 

s  of"  in  sub- 
lieu  thereof 

FORBIGS  PRO- 

CTION  121  OF 
ESTJC  CORPO- 

1)  Of  section 
the  case  of 
orporations) 
iragraph  (9 J 
terting  after 
)  paragraph: 

IMESnc  COR- 

this    subsec- 

iated  as  not 
States  under 
ition  paying 
IS  a  United 
%  and 

id  treated  as 
nited  States 
corporation 
treated  as  a 
ooratioru  " 
amendment 
I  take  effect 
of  any  tax- 
of  any  cor- 
tates-owned 
'  the  amend- 


:tion  904(g> 
account  all 
ich  corpora- 

SIGN  CORPO- 
BVSWESSBS 

bparagraph 
fax  Reform 


Act  of  1984  (relating  to  special  rules  for  ap- 
plicable CFC)  is  amended  by  adding  at  the 
end  thereof  the  following  new  clause: 

"fiiiJ  Treatment  of  certain  foreign  cor- 
porations ENOAOED  IN  BUSINESS  IN  UNITED 
STATES.— For  purposes  of  clause  Hi),  a  for- 
eign corporation  shall  be  treated  as  a  United 
States  person  unth  respect  to  any  interest 
payment  made  by  such  corporation  if— 

"(I)  at  least  SO  percent  of  the  gross  income 
from  all  sources  of  such  corporation  for  the 
3-year  period  ending  with  the  close  of  its 
Uist  taxable  year  ending  on  or  before  March 
31,  1984,  was  effectively  connected  unth  the 
conduct  of  a  trade  or  business  within  the 
United  States,  and 

"(ID  at  least  SO  percent  of  the  gross 
income  from  aU  sources  of  such  corporation 
for  the  3-year  period  ending  with  the  close  of 
its  taxable  year  preceding  the  payment  of 
such  interest  was  effectively  connected  with 
the  conduxit  of  a  trade  or  business  within  the 
United  States. " 

(3)  Treatment  of  certain  short-term  bor- 
rowing.—Clause  (ii)  of  section  121(b)(2)(D) 
of  the  Tax  Reform  Act  of  1984  (defining  ap- 
plicable CFC)  is  amended  by  striking  out 
"or  the  holding  of  short-term  obligations" 
and  all  that  follows  and  inserting  in  lieu 
thereof  "(or  short-term  borrowing  from  non- 
affiliated persons)  and  lending  the  proceeds 
of  such  obligations  (or  such  borrowing)  to 
affiliates. " 

(4)  Coordination  with  treaty  obliga- 
tions.—Section  904(g)  of  the  Internal  Reve- 
nue Code  of  1954  shall  apply  notwithstand- 
ing any  treaty  obligation  of  the  United 
States  to  the  contrary  (whether  entered  into 
on,  before,  or  after  the  date  of  the  enactment 
of  this  Act)  unless  (in  the  case  of  a  treaty  en- 
tered into  after  the  date  of  the  enactment  of 
this  Act)  such  treaty  by  specific  reference  to 
such  section  904(g)  clearly  expresses  the 
intent  to  override  the  provisions  of  such  sec- 
tion. 

(5)  Transitional  rule  related  to  section 
i2S<b)(st  OF  THE  ACT.— For  purposcs  of  section 
12S(b)(S)  of  the  Tax  Reform  Act  of  1984  (re- 
lating to  separate  application  of  section  904 
in  case  of  income  covered  by  transitional 
rules),  any  carryover  under  section  904(c)  of 
the  Internal  Revenue  Code  of  19S4  allowed 
to  a  taxpayer  which  was  incorporated  on 
August  31.  1962,  attributable  to  taxes  paid 
or  accrued  in  taxable  years  beginning  in 
1981,  1982,  1983,  or  1984,  with  respect  to 
amounts  included  in  gross  income  under 
section  951  of  such  Code  in  respect  of  a  con- 
trolled foreign  corporation  which  was  incor- 
porated on  May  27,  1977,  shall  be  treated  as 
taxes  paid  or  accrued  on  income  separately 
treated  under  such  section  125(b)(5). 

(b)  Amendments  Related  to  Section  122  of 
THE  Act.— 

(1)  Treatment  of  subpart  f  and  foreign 
personal  holding  company  inclusions.— sub- 
paragraph (C)  of  section  904(d)(3)  (relating 
to  exception  where  designated  corporation 
has  small  amount  of  separate  limitation  in- 
terest) is  amended  by  adding  at  the  end 
thereof  the  follounng  new  sentence: 

"The  preceding  sentence  shaU  not  apply  to 
any  amount  includible  in  gross  income 
under  section  551  or  951. " 

(2)  Treatment  of  interest  and  dividends 
from  biembers  of  same  affiuated  group.— 
Paragraph  (3)  of  section  904(d)  (relating  to 
certain  amounts  attributable  to  United 
States-owned  foreign  corporations,  etc., 
treated  as  interest)  is  amended  by  striking 
out  sulfparagraph  (J),  by  redesignating  sub- 
paroigraph  (I)  as  siibparagraph  (J),  and  by 
inserting  after  subparagraph  (H)  the  follow- 
ing new  s^^tparagraph: 


"(I)  Interest  and  dividends  from  members 
OF  same  affiliated  GROUP.— For  purposes  of 
this  paragraph,  dividends  and  interest  re- 
ceived or  accrued  by  the  designated  payor 
corporation  from  another  member  of  the 
same  affiliated  group  (determined  under 
section  1504  vnthout  regard  to  subsection 
(b)(3)  thereof)  shaU  be  treated  as  separate 
limitation  interest  if  (and  only  if)  such 
amounts  are  attributable  (directly  or  indi- 
rectly) to  separate  limitation  interest  of  any 
other  member  of  such  group. " 

(3)  Treatment  of  interest  from  designat- 
ed PAYOR  corporation.— Paragraph  (2)  of 
section  904(d)  is  amended  by  inserting  at 
the  end  thereof  the  following:  "For  purposes 
of  this  subsection,  interest  (after  the  oper- 
ation of  section  904(d)(3))  received  from  a 
designated  payor  corporation  described  in 
section  904(d)(3)(E)(iii)  by  a  taxpayer 
which  owns  directly  or  indirectly  less  than 
10  percent  of  the  voting  stock  of  such  desig- 
nated payor  corporation  shall  be  treated  as 
interest  described  in  subparagraph  (A)  to 
the  extent  such  interest  would  have  been  so 
treated  had  such  taxpayer  received  it  from 
other  than  a  designated  payor  corporation. " 

(4)  DEHNmON  OF  DESIGNATED  PAYOR  CORPO- 
RATION.— 

(A)  In  GENERAL.— Subparagraph  (E)  of  sec- 
tion 904(d)(3)  (defining  designated  payor 
corporation)  is  amended  by  striking  out 
"and"  at  the  end  of  clause  (ii),  by  striking 
out  the  period  at  the  end  of  clause  (Hi)  and 
inserting  in  lieu  thereof  ",  and",  and  by 
adding  at  the  end  thereof  the  following: 

"(iv)   any   other  corporation  formed   or 
availed  of  for  purposes  of  avoiding  the  pro- 
visions of  this  paragraph. 
For  purposes  of  this  paragraph,  the  rules  of 
paragraph  (9)  of  subsection  (gl  shall  apply. " 

(B)  Effective  dates.— 

(i)  The  amendment  made  by  subparagraph 
(A)  insofar  as  it  adds  the  last  sentence  to 
subparagraph  (E)  of  section  905(d)(3)  shall 
take  effect  on  March  28,  1985.  In  the  case  of 
any  taxable  year  ending  after  such  date  of 
any  corporation  treated  as  a  designated 
payor  corporation  by  reason  of  the  amend- 
ment made  by  subparagraph  (A)— 

(I)  only  income  received  or  accrued  by 
such  corporation  after  such  date  shall  be 
taken  into  account  under  section  904(d)(3) 
of  the  Internal  Revenue  Code  of  1954;  except 
that 

(II)  subparagraph  (C)  of  such  section 
904(d)(3)  ShaU  be  applied  by  taking  into  ac- 
count all  income  received  or  accrued  by 
such  corporation  during  such  taxable  year. 

(ii)  The  amendment  made  by  subpara- 
graph (A)  insofar  as  it  adds  clause  (iv)  to 
subparagraph  (E)  of  section  904(d)(3)  shall 
take  effect  on  December  31,  1985.  For  pur- 
poses of  such  amendment,  the  rule  of  the 
second  sentence  of  clause  (i)  shall  be  applied 
by  taking  into  account  December  31,  1985, 
in  lieu  of  March  28,  1985. 

(c)  Amendments  Related  to  Section  123  of 
THE  Act.— 

(1)  Subparagraph  (A)  of  section  956(b)(3) 
(relating  to  certain  trade  or  service  receiv- 
ables acquired  from  related  United  States 
persons)  is  amended  by  striking  out  "para- 
graph (2)"  and  inserting  in  lieu  thereof 
"paragraph  (2)  (other  than  subparagraph 
(H)  thereof)". 

(2)  Subsection  (d)  of  section  864  (relating 
to  treatment  of  related  person  factoring 
income)  is  amended  &y  redesignating  para- 
graph (7)  as  paragraph  (8)  and  by  inserting 
ajier  paragraph  (6)  the  following  new  para- 
graph: 

"(7)  Exception  for  certain  related  per- 
sons doing  business  in  same  foreign  coun- 


try.—Paragraph  (1)  shall  not  apply  to  any 
trade  or  service  receivable  acquired  by  any 
person  from  a  related  person  if— 

"(A)  the  person  acquiring  such  receivable 
and  such  related  person  are  created  or  orga- 
nized under  the  laws  of  the  same  foreign 
country  and  such  related  person  has  a  sub- 
stantial part  of  its  assets  used  in  its  trade  or 
business  located  in  such  same  foreign  coun- 
try, and 

"(B)  such  related  person  would  not  have 
derived  any  foreign  base  company  income 
(as  defined  in  section  954(a),  determined 
without  regard  to  section  954(b)(3)(A)),  or 
any  income  effectively  connected  with  the 
conduct  of  a  trade  or  business  unthin  the 
United  States,  from  such  receivable  if  it  had 
been  collected  by  such  related  person  " 

(3)  Clause  (i)  of  section  864(d)(5)(A)  (relat- 
ing to  certain  provisions  not  to  apply)  is 
amended  by  inserting  before  the  period  at 
the  end  thereof  the  following:  "and  subpara- 
graph (J)  of  section  904(d)(3)  (relating  to  in- 
terest from  members  of  same  affiliated 
group)". 

(d)  Amendments  Related  to  Section  127  of 
THE  Act.— 

(1)  Definition  or  portfouo  interest.— 

(A)  Paragraph  (2)  of  section  871(h)  (defin- 
ing portfolio  interest)  is  amended  by  strik- 
ing out  "which  is  described  in"  in  the 
matter  preceding  subparagraph  lA)  and  in- 
serting in  lieu  thereof  "which  would  be  sub- 
ject to  tax  under  subsection  (a)  but  for  this 
subsection  and  which  is  described  in  ". 

(B)  Paragraph  (2)  of  section  881(c)  (defin- 
ing portfolio  interest)  is  amended  by  strik- 
ing out  "which  is  described  in"  in  the 
matter  preceding  subparagraph  (A)  and  in- 
serting in  lieu  thereof  "which  would  be  sub- 
ject to  tax  under  subsection  (a)  but  for  this 
subsection  and  which  is  described  in". 

(2)  Attribution  or  shareholder  stock  to 
corporation.— Subparagraph  (C)  of  section 
871(h)(3)  (relating  to  portfolio  interest  not 
to  include  interest  received  by  10-percent 
shareholders)  is  amended  by  striking  out 
"and"  at  the  end  of  clause  (i),  by  redesignat- 
ing clause  (ii)  as  clause  (Hi),  and  by  insert- 
ing after  clause  (i)  the  following  new  clause: 

"(ii)  section  318(a)(3)(C)  shall  be  ap- 
plied— 

"(I)  without  regard  to  the  SO-percent  limi- 
tation therein;  and 

"( II )4n  any  case  where  such  section  would 
not  apply  but  for  subclause  (I),  by  consider- 
ing a  corporation  as  ouming  the  stock  (other 
than  stock  in  such  corporation)  which  is 
owned  by  or  for  any  shareholder  of  such  cor- 
poration in  that  proportion  which  the  value 
of  the  stock  which  such  shareholder  owns  in 
such  corporation  bears  to  the  value  of  tUl 
stock  in  such  corporatioTi,  and". 

(3)  Clerical  amendments.— 

(A)  Paragraph  (1)  of  section  871(a)  is 
amended  by  striking  out  "provided  in  sub- 
section (i)"  in  the  matter  preceding  suth 
paragraph  (A),  and  inserting  in  lieu  thereof 
"provided  in  subsection  (h) ". 

(B)  Clause  (ii)  of  section  871(h)(2)(B)  is 
amended  by  striking  out  "has  received"  and 
inserting  in  lieu  thereof  "receives". 

(C)  Clause  (ii)  of  section  881(c)(2)(B)  is 
amended  by  striking  out  "has  received "  and 
inserting  in  lieu  thereof  "receives". 

(D)  Paragraph  (9)  of  section  1441(c)  is 
amended  by  striking  out  "871(h)(2)"  and  in- 
serting in  lieu  thereof  "section  871(h)". 

(E)  Subsection  (a)  of  section  1442  is 
amended— 

(i)  by  striking  out  "sections  871(h)(2)"  and 
inserting  in  lieu  thereof  "sections  871(h)" 
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(W  by  striking  out  "sections  SSKcJfZJ" 
and  inserting  in  lieu  thereof  "sections 
881  (cr.  and 

(iiif  by  striking  out  "section  1449(cf(9J" 
and    inserting    in    lieu    thereof    "section 
■lUKcKSr. 

(e)  AHENDHENTS  RELATED  TO  SECTION  128  OF 

rmAcT.— 

(1>  Deduction  for  original  issue  dis- 
count.— 

(A)  Subparagraph  (A)  of  section  163le)l3) 
(relating  to  special  rule  for  original  issue 
discount  on  obligation  held  by  related  for- 
eign person)  is  amended  by  adding  at  the 
end  thereof  the  following  new  sentence:  "The 
preceding  sentence  shall  not  apply  to  the 
extent  that  the  original  issue  discount  is  ef- 
fectively connected  with  the  conduct  by  such 
foreign  related  person  of  a  trade  or  business 
within  the  United  States  unless  such  ori0- 
nal  issue  discount  is  exempt  from  taxation 
(or  is  subject  to  a  reduced  rate  of  tax)  pursu- 
ant to  a  treaty  obligation  of  the  United 
States. " 

(B)  Subsection  (e)  of  section  163  is  amend- 
ed by  redesignating  the  paragraph  relating 
to  cross  references  as  paragraph  (S). 

(Z)  TtJiATlON  OF  original  ISSUE  DISCOUNT.— 

(A)  Subparagraph  (C)  of  section  871(a)(1) 
(relating  to  income  not  connected  with 
United  States  business)  is  amended  to  read 
as  follows: 

"(C)  in  the  case  of— 

"(i)  a  sale  or  exchange  of  an  original  issue 
discount  obligation,  the  amount  of  the  origi- 
nal issue  discount  accruing  while  such  obli- 
gation was  held  by  the  nonresident  alien  in- 
dividual (to  the  extent  such  discount  was 
not  theretofore  taken  into  account  under 
clause  (ii)),  and 

"(ii)  a  payment  on  an  original  issue  dis- 
count obligation,  an  amount  equal  to  the 
original  issue  discount  accruing  while  such 
obligation  was  field  by  the  nonresident  alien 
individual  (except  that  such  original  issue 
discount  shall  be  taken  into  account  under 
this  clause  only  to  the  extent  such  discount 
UHU  not  theretofore  taken  into  account 
under  this  clause  and  only  to  the  extent  that 
the  tax  thereon  does  not  exceed  the  payment 
less  the  tax  imposed  by  subparagraph  (A) 
thereon),  and". 

(B)  Paragraph  (3)  of  section  881(a)  (relat- 
ing to  tax  on  income  of  foreign  corporations 
not  connected  with  United  States  business) 
is  amended  to  read  as  follows: 

"(3)  in  the  case  of— 

"(A)  a  sale  or  exchange  of  an  original 
issue  discount  obligation,  the  amount  of  the 
original  issue  discount  accruing  while  such 
obligation  was  held  by  the  foreign  corpora- 
tion (to  the  extent  such  discount  was  not 
theretofore  taken  into  account  under  sub- 
paragraph (B)),  and 

"(B)  a  payment  on  an  original  issue  dis- 
count otUigation,  an  amount  egual  to  the 
original  issue  discount  accruing  while  such 
obtigation  vms  held  by  the  foreign  corpora- 
tion (except  that  such  original  issue  dis- 
count shall  be  taken  into  account  under  this 
subparagraph  only  to  the  extent  such  dis- 
count was  not  theretofore  taken  into  ac- 
count under  this  sut>paragraph  and  only  to 
the  extent  that  the  tax  thereon  does  not 
exceed  the  payment  less  the  tax  imposed  by 
paragraph  (1)  thereon),  and". 

(f)  Amendments  Related  to  Section  129  of 
THE  Act.- 

(1)  Treatment  of  elections  under  section 

tS7<i).— 

(A)  Paragraph  (1)  of  section  897(i)  (relat- 
ing to  election  by  foreign  corporation  to  be 
treated  as  domestic  corporation)  is  amended 
by  striking  out  "and  section  6039C"  and  in- 


serting in  lieu  thereof  ",  section  1445,  and 
section  6039C". 

(B)  Paragraph  (4)  of  section  897(i)  is 
amended  by  striking  out  "this  section  and 
section  6039C"  and  inserting  in  lieu  thereof 
"this  section,  section  1445.  and  section 
6039C". 

(2)  Exemption  for  interests  in  certain 
corporations.— Paragraph  (3)  of  section 
1445(b)  (relating  to  nonpublicly  traded  do- 
mestic corporation  furnishing  affidavit  that 
it  is  not  a  United  States  real  property  hold- 
ing corporation)  is  amended  to  read  as  fol- 
lows: 

"(3)  NONPUBUCLY  traded  DOMESTIC  CORPO- 
RATION FURNISHES  AFFIDAVIT  THAT  INTERESTS  IN 
CORPORATION  NOT  UNITED  STATES  REAL  PROPER- 
TY INTERESTS.— Except  OS  provided  in  para- 
graph (7),  this  paragraph  applies  in  the  case 
of  a  disposition  of  any  interest  in  any  do- 
mestic corporation  if  the  domestic  corpora- 
tion furnishes  to  the  transferee  an  affidavit 
by  the  domestic  corporation  stating,  under 
penalty  of  perjury,  that— 

"(A)  the  domestic  corporation  is  not  and 
has  not  been  a  United  States  real  property 
holding  corporation  (as  defined  in  section 
897(c)(2))  during  the  applicable  period  spec- 
ified in  section  897(c)(l)(A)(ii),  or 

"(B)  as  of  the  date  of  the  disposition,  in- 
terests in  such  corporation  are  not  United 
States  real  property  interests  by  reason  of 
section  897(c)(1)(B)." 

(3)  Notice  of  false  affida  vit.  — 

(A)  Clause  (i)  of  section  1445(d)(1)(B)  (re- 
lating to  notice  of  false  affidavit;  foreign 
corporations)  is  amended  to  read  as  follows: 

"(i)  any  transferor's  agent— 

"(I)  such  agent  has  actual  knowledge  that 
such  affidavit  is  false,  or 

"(ID  in  the  case  of  an  affidavit  described 
in  subsection  (b)(2)  furnished  by  a  corpora- 
tion, such  corporation  is  a  foreign  corpora- 
tion, or". 

(B)  Paragraph  (1)  of  section  1445(d)  is 
amended  by  striking  out  "described  in  para- 
graph (2)(A)"  and  inserting  in  lieu  thereof 
"descrH>ed  in  paragraph  (2)". 

(4)  Treatment  of  certain  domestic  part- 
nerships, trusts,  and  estates.— 

(A)  In  general.— Paragraph  (1)  of  section 
1445(e)  (relating  to  certain  domestic  part- 
nerships, trusts,  and  estates)  is  amended  to 
read  as  follows: 

"(1)  Certain  domestic  partnerships, 
TRUSTS,  and  estates.— In  the  case  of  any  dis- 
position of  a  United  States  real  property  in- 
terest as  defined  in  section  897(c)  (other 
than  a  disposition  descritted  in  paragraph 
(4)  or  (5))  by  a  domestic  partnership,  domes- 
tic trust,  or  domestic  estate,  such  partner- 
ship, the  trustee  of  such  trust,  or  the  execu- 
tor of  such  estate  (as  the  case  may  be)  shall 
be  required  to  deduct  and  withhold  under 
suttsection  (a)  a  tax  equal  to  28  percent  of 
the  gain  realized  to  the  extent  such  gain— 

"(A)  is  allocable  to  a  foreign  person  who  is 
a  partner  or  beneficiary  of  such  partnership, 
trust,  or  estate,  or 

"(B)  is  allocable  to  a  portion  of  the  trust 
treated  as  owned  by  a  foreign  person  under 
subpart  E  of  part  I  of  subchapter  J. " 

(B)  Effective  date.— The  amendment 
made  by  subparagraph  (A)  shall  apply  to 
dispositions  after  the  day  30  days  after  the 
date  of  the  enactment  of  this  Act 

(5)  Distributions  by  domestic  corpora- 
tions to  foreign  shareholder.— Paragraph 
(3)  of  section  1445(e)  (relating  to  distribu- 
tions by  certain  dornestic  corporations  to 
foreign  shareholders)  is  amended  by  adding 
at  the  end  thereof  the  following  new  sen- 
tence' "The  preceding  sentence  shall  not 
apply  if,  as  of  the  daU  of  the  distnbution. 
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interests  in  such  corporation  are  not  United 
States  real  property  interests  by  reason  of 
section  897(c)(1)(B)." 

(6)  Certain  taxable  distributions.— Para- 
graph (4)  of  section  1445(e)  (relating  to  tax- 
able distributions  by  domestic  or  foreign 
partnerships,  trusts,  or  estates)  is  amended 
by  striking  out  "section  897(g)"  and  insert- 
ing in  lieu  thereof  "section  897". 

(7)  Payment  of  tax.— Subsection  (d)  of  sec- 
tion 6039C  (relating  to  special  rule  for 
United  States  interests  and  Virgin  Islands 
interests)  is  amended  by  striking  out  "sub- 
ject to  tax  under  section  897(a)"  and  insert- 
ing in  lieu  thereof  "subject  to  tax  under  sec- 
tion 897(a)  (and  any  person  required  to 
withhold  tax  under  section  1445)". 

(8)  Payments  through  i  or  more  enti- 
ties.— Paragraph  (6)  of  section  1445(e)  (re- 
lating to  regulations)  is  amended  by  insert- 
ing before  the  period  at  the  end  thereof  the 
following:  "and  regulations  for  the  applica- 
tion of  this  subsection  in  the  case  of  pay- 
ments through  1  or  more  entities". 

(9)  Conforming  amendments  to  section 
ses2tg).— 

(A)  Paragraph  (1)  of  section  6652(g)  (relat- 
ing to  returns,  etc.,  required  under  section 
6039C)  is  amended  to  read  as  follows: 

"(1)  In  general.— In  the  case  of  each  fail- 
ure to  make  a  return  required  by  section 
6039C  which  contains  the  information  re- 
quired by  such  section  on  the  date  pre- 
scribed therefor  (determined  with  regard  to 
any  extension  of  time  for  filing),  unless  it  is 
shown  that  such  failure  is  due  to  reasonable 
cause  and  not  to  willful  neglect,  the  amount 
determined  under  paragraph  (2)  shall  be 
paid  (upon  notice  and  demand  by  the  Secre- 
tary and  in  the  same  manner  as  tax)  by  the 
person  failing  to  make  such  return. " 

(B)  Paragraph  (3)  of  section  6652(g)  is 
amended  to  read  as  follows: 

"(3)  Limitation.— The  amount  determined 
under  paragraph  (2)  unth  respect  to  any 
person  for  failing  to  meet  the  requirements 
of  section  6039C  for  any  calendar  year  shcUl 
not  exceed  the  lesser  of— 

"(A)  S25,000,  or 

"(B)  5  percent  of  the  aggregate  of  the  fair 
market  value  of  the  United  States  real  prop- 
erty interests  owned  by  such  person  at  any 
time  during  such  year. 

For  purposes  of  the  preceding  sentence,  fair 
market  value  shall  be  determined  as  of  the 
end  of  the  calendar  year  (or,  in  the  case  of 
any  property  disposed  of  during  the  calen- 
dar year,  as  of  the  date  of  such  disposi- 
tion). " 

(C)  The  subsection  heading  for  subsection 
(g)  of  section  6652  is  amended  by  striking 
out  ",  Etc.,  ". 

(g)  Amendments  Related  to  Section  131  or 
THE  Act.— 

(1)  Subsection  (f)  of  section  367  (relating 
to  transitional  rule)  is  hereby  repealed. 

(2)  Paragraph  (1)  of  section  7482(b)  (relat- 
ing to  venue)  is  amended  by  strUcing  out 
"section  7428,  7476,  or  7477"  and  inserting 
in  lieu  thereof  "section  7428  or  7476". 

(3)  Paragraph  (8)  of  section  6501(c)  (relat- 
ing to  failure  to  notify  the  Secretary  under 
section  6038B)  is  amended— 

(A)  by  striking  out  "subsection  (a)  or  tdJ" 
and  inserting  in  lieu  thereof  "subsection  fa), 
(d),  or  (e)",  aTid 

(B)  by  striking  out  "exchange"  each  place 
it  appears  and  inserting  in  lieu  thereof  "ex- 
change or  distribution". 

(4)(A)  Subsection  (a)(1)  of  section  367  (re- 
lating to  foreign  corporations)  is  amended 
by  striking  out  "355, ". 
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(B)  Subsection  (e)  of  section  367  (relating 
to  treatment  of  liquidations  under  section 
336)  is  amended— 

(i)  by  striking  out  "described  in  section 
336"  and  inserting  in  lieu  thereof  "described 
in  section  336  or  3SS  (or  so  much  of  section 
3S6  as  relates  to  section  3S5)",  and 

(ii)  by  striking  out  "Liquidations  Under 
Section  366"  in  the  subsection  heading  and 
inserting  in  lieu  thereof  "Distributions  De- 
scribed IN  Section  336  or  355". 

(h)  Amendments  Related  to  Section  132  of 
the  Act.— 

(1)  Subsection  (c)  of  section  552  (relating 
to  certain  dividends  and  interest  not  taken 
into  account)  is  amended  by  adding  at  the 
end  thereof  the  following  new  sentence: 
"For  purposes  of  the  preceding  sentence,  the 
term  'related  person'  has  the  meaning  given 
such  term  by  section  954(d)(3)  (determined 
by  substituting  foreign  personal  holding 
company'  for  'controlled  foreign  corpora- 
tion'each  place  it  appears). " 

(2)  Paragraph  (1)  of  section  551(f)  (relat- 
ing to  stock  held  through  foreign  entity)  is 
amended  by  striking  out  "United  States 
shareholder"  and  inserting  in  lieu  thereof 
"United  States  shareholder  or  an  estate  or 
trust  which  is  a  foreign  estate  or  trust". 

(i)  Amendments  Related  to  Section  133  of 
THE  Act.— 

(1)  Subparagraph  (B)  of  section  124$(i)(l) 
(relating  to  treatment  of  certain  indirect 
transfers)  is  amended  by  striking  out  "in  re- 
demption of  his  stock"  and  inserting  in  lieu 
thereof  "in  redemption  or  liquidation 
(whichever  is  appropriate)". 

(2)  Cnause  (Hi)  of  section  133(d)(3)(B)  of 
the  Tax  Reform  Act  of  19li4  (relating  to 
amendments  related  to  section  1248)  is 
amended  by  striking  out  "ISO  days  after  the 
date  of  the  enactment  of  this  Act"  and  in- 
serting in  lieu  thereof  "the  date  which  is  1 
year  after  the  date  of  the  enactment  of  the 
Tax  Reform  Act  of  1985  ". 

(j)  Amendments  Related  to  Section  136  of 
THE  Act.— 

(1)  Collection  of  tax.— Subsection  (b)  of 
section  269B  (relating  to  stapled  entities)  is 
amended  by  inserting  before  the  period  at 
the  end  thereof  the  following:  "and  regula- 
tions providing  that  any  tax  imposed  on  the 
foreign  corporation  referred  to  in  subsection 
(a)(1)  may,  if  not  paid  by  such  corporation, 
be  collected  from  the  domestic  corporation 
referred  to  in  such  subsection  or  the  share- 
holders of  such  foreign  corporation". 

(2)  Exception  where  corporations  owned 
BY  FOREIGN  PERSONS.— Section  269B  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(e)  Subsection  (a)(1)  Not  To  Apply  in 
Certain  Cases.— 

"(1)  In  general.— Subsection  (a)(1)  shall 
not  apply  if  it  is  established  to  the  satisfac- 
tion of  the  Secretary  that  the  domestic  cor- 
poration and  the  foreign  corporation  re- 
ferred to  in  such  subsection  are  foreign 
owned. 

"(2)  Foreign  owned.— For  purposes  of 
paragraph  (1),  a  corporation  is  foreign 
owned  if  less  than  50  percent  of— 

"(A)  the  total  combined  voting  power  of 
all  classes  of  stock  of  such  corporation  enti- 
tled to  vote,  and 

"(B)  the  total  value  of  the  stock  of  the  cor- 
poration, 

is  held  directly  (or  indirecUy  through  apply- 
ing paragraphs  (2)  and  (3)  of  section  958(a) 
and  paragraph  (4)  of  section  318(a))  by 
United  States  persons  (as  defined  in  section 
7701(a)(30))." 

(k)  Amendment  Related  to  Section  137  of 
THE  Act.— Subsection  (e)  of  section  954  (de- 


fining   foreign     base     company    services 
income)  is  amended  to  read  as  follows: 

"(e)  Foreign  Base  Company  Services 
Income.— 

"(1)  In  general.— For  purposes  of  subsec- 
tion (a)(3),  the  term  'foreign  base  company 
services  income'  means  income  (whether  in 
the  form  of  compensation,  commissions, 
fees,  or  otherwise)  derived  in  connection 
with  the  performance  of  technical,  manage- 
rial, engineering,  architectural,  scientific, 
skilled,  industrial,  commercial,  or  like  serv- 
ices which— 

"(A)  are  performed  for  or  on  behalf  of  any 
related  person  (vnthin  the  meaning  of  sub- 
section (d)(3)),  and 

"(B)  are  performed  outside  the  country 
under  the  laws  of  which  the  controlled  for- 
eign corporation  is  created  or  organized. 

"(2)  Exception.— Paragraph  (1)  shall  not 
apply  to  income  derived  in  connection  with 
the  performance  of  services  which  are  direct- 
ly related  to— 

"(A)  the  sale  or  exchange  by  the  controlled 
foreign  corporation  of  property  manufac- 
tured, produced,  grown,  or  extracted  by  it 
and  which  are  performed  before  the  time  of 
the  sale  or  exchange,  or 

"(B)  an  offer  or  effort  to  sell  or  exchange 
stich  property. 

"(3)  Treatment  of  certain  insurance  con- 
tracts.—For  purposes  of  paragraph  (1),  in 
the  case  of  any  services  performed  with  re- 
spect to  any  policy  of  insurance  or  reinsur- 
ance tcith  respect  to  which  the  primary  in- 
sured is  a  related  person  (within  the  mean- 
ing of  section  864(d)(4))— 

"(A)  such  primary  insured  shall  be  treated 
as  a  related  person  for  purposes  of  para- 
graph (1)(A)  (whether  or  not  the  require- 
ments of  subsection  (d)(3)  are  met), 

"(B)  suc/i  services  shall  be  treated  as  per- 
formed in  the  country  within  which  the  in- 
sured hazards,  risks,  losses,  or  liabilities 
occur,  and 

"(C)  except  as  otherwise  provided  in  regu- 
lations by  the  Secretary,  rules  similar  to  the 
rules  of  section  953(b)  shall  be  applied  in  de- 
termining the  income  from  such  services. " 

(I)  Amendments  Related  to  Section  138  of 
THE  Act, 

(1)  Clause  (i)  of  section  7701(b)(4)(E)  (re- 
lating to  limitation  of  teachers  and  train- 
ees) is  amended  by  adding  at  the  end  thereof 
the  following  new  sentence:  "In  the  case  of 
an  individual  all  of  whose  compensation  is 
described  in  section  872(b)(3),  the  preceding 
sentence  shall  be  applied  by  substituting  '4 
calendar  years' for  '2  calendar  years'. " 

(2)  Subparagraph  (A)  of  section  7701(b)(1) 
is  amended— 

(A)  by  striking  out  "the  requirements  of 
clause  (i)  or  (ii)"  and  inserting  in  lieu  there- 
of "the  requirements  of  clause  (i),  (ii),  or 
(Hi)",  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  clause: 

"(Hi)  First  year  election.— Such  individ- 
ual makes  the  election  provided  in  para- 
graph (4). " 

(3)  Subparagraph  (A)  of  section  7701(b)(2) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  clause: 

"(iv)  Residency  starting  date  for  individ- 
uals   MAKING    FIRST    YEAR    ELECTION.— In    the 

case  of  an  individual  who  makes  the  elec- 
tion provided  by  paragraph  (4)  with  respect 
to  any  calendar  year,  the  residency  starting 
date  shall  be  the  1st  day  during  such  calen- 
dar year  on  which  the  individual  is  treated 
as  a  resident  of  the  UniUd  States  under  that 
paragraph. " 

(4)  Subsection  (b)  of  section  7701  is 
amended  by  redesignating  paragraphs  (4), 


(5),  (6),  (7),  (8),  (9),  and  (10)  as  paragraphs 
(5),  (6).  (7),  (8),  (9).  (10),  and  (11),  respec- 
tively, and  by  inserting  after  paragraph  (3) 
the  following  new  paragraph: 
"(4)  First-year  election.— 
"(A)  An  alien  individual  shall  be  deemed 
to  meet  the  requirements  of  this  subpara- 
graph if  such  individual— 

"(i)  is  not  a  resident  of  the  United  Slates 
under  clause  (i)  or  (ii)  of  paragraph  (1)(A) 
with  respect  to  a  calendar  year  (hereinafter 
referred  to  as  the  'election  year'), 

"(ii)  was  not  a  resident  of  the  United 
States  under  paragraph  (IXA)  with  respect 
to  the  calendar  year  immediately  preceding 
the  election  year, 

"(Hi)  is  a  resident  of  the  United  States 
under  clause  (ii)  of  paragraph  (1)(A)  tcith 
respect  to  the  calendar  year  immediately  fol- 
lovnng  the  election  year,  and 
"(iv)  is  both— 

"(I)  present  in  the  United  States  for  a 
period  of  at  least  31  consecutive  days  in  the 
election  year,  and 

"(II)  present  in  the  United  States  during 
the  period  beginning  with  the  first  day  of 
such  31-day  period  and  ending  with  the  last 
day  of  the  election  year  (hereinafter  referred 
to  as  the  'testing  period')  for  a  number  of 
days  equal  to  or  exceeding  75  percent  of  the 
number  of  days  in  the  testing  period  (pro- 
vided that  an  individual  shall  be  treated  for 
purposes  of  this  subclause  as  present  in  the 
United  States  for  a  number  of  days  during 
the  testing  period  not  exceeding  5  days  in 
the  aggregate,  notunthstanding  his  absence 
from  the  United  States  on  such  days). 

"(B)  An  alien  individual  who  meets  the  re- 
quirements of  subparagraph  (A)  shall,  if  he 
so  elects,  be  treated  as  a  resident  of  the 
United  States  with  respect  to  the  election 
year. 

"(C)  An  alien  individual  who  makes  the 
election  provided  by  subparagraph  (B)  shall 
be  treated  as  a  resident  of  the  United  States 
for  the  portion  of  the  election  year  which 
begins  on  the  1st  day  of  the  earliest  testing 
period  during  such  year  with  respect  to 
which  the  individual  meets  the  requirements 
of  clause  (iv)  of  subparagraph  (A). 

"(D)  The  rules  of  subparagraph  (D)(i)  of 
paragraph  (3)  shall  apply  for  purposes  of  de- 
termining an  individual's  presence  in  the 
United  States  under  this  paragraph. 

"(E)  An  election  under  subparagraph  (B) 
shall  be  made  on  the  individual's  tax  return 
for  the  election  year,  provided  that  such 
election  may  not  be  made  before  the  individ- 
ual has  met  the  substantial  presence  test  of 
paragraph  (3)  loith  respect  to  the  calendar 
year  immediately  following  the  election 
year. 

"(F)  An  election  once  made  under  sub- 
paragraph (B)  remains  in  effect  for  the  elec- 
tion year,  unless  revoked  with  the  consent  of 
the  Secretary. " 

(5)(A)  Section  7701(b)(4)(A)  (defining 
exempt  individual)  is  amended  by  strUcing 
"or"  at  the  end  of  clause  (ii),  by  striking  the 
period  at  the  end  of  clause  (Hi)  and  insert- 
ing ".  or"  and  by  adding  after  clause  (Hi) 
the  following  new  clause- 

"(iv)  a  professional  athlete  who  is  tempo- 
rarily in  the  UniUd  States  to  compeU  in  a 
charitable  sports  event  described  in  section 
274(k)(2). " 

(B)  The  amendments  made  by  this  para- 
Siraph  shall  apply  to  periods  after  the  date  of 
the  enactment  of  this  Act 
SEC  till,  amendments  related  to  reporting, 
penalty,  and  other  provisions. 
(a)  Amendments  Related  to  Section  145  or 
the  Act.— 
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m  Section  SOSOH  (relating  to  returns  re- 
lating to  mortgage  interest  received  in  trade 
or  business  from  individualsJ  is  amended  6y 
adding  at  the  end  thereof  the  following  new 
sut)section: 

"tgj  Special  Rules  for  Cooperative  Hous- 
ma  Corporations.— For  purposes  of  subsec- 
tion (aJ,  an  amount  received  try  a  coopera- 
tive housing  corporation  from  a  tenant- 
stockholder  shall  be  deemed  to  be  interest  re- 
ceived on  a  mortgage  in  the  course  of  a 
trade  or  business  engaged  in  by  such  corpo- 
ration, to  the  extent  of  the  tenant-stockhold- 
er's proportionate  share  of  interest  described 
in  section  ZWaXZ).  Terms  used  in  the  pre- 
ceding sentence  shall  have  the  same  mean- 
ings as  when  used  in  section  216. " 

(2)  Paragraph  12)  of  section  14S(d)  of  the 
Tax  Reform  Act  of  1984  is  amended  by  strik- 
ing out  "section  66S2"  and  inserting  in  lieu 
thereof  "section  6676". 

(b)  Amendments  Related  to  Section  149  or 
THE  Act.— 

(1)  Return  or  partnership  income.— 

(AJ  In  oeneral.— Section  6031  (relating  to 
return  of  partnership  income/  is  amended— 

(i)  by  inserting  "or  who  holds  an  interest 
in  such  partnership  as  a  nominee  for  an- 
other person"  in  subsection  (bJ  after  "who  is 
a  partner",  and 

(ii)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection: 

"(c)  Nominee  Reporting.— Any  person  who 
holds  an  interest  in  a  partnership  as  a 
nominee  for  another  person— 

"(1)  shall  furnish  to  the  partnership,  in  the 
manner  prescribed  by  the  Secretary,  the 
name  and  address  of  such  other  person,  and 
any  other  information  for  such  taxat>le  year 
as  the  Secretary  may  by  form  and  regulation 
prescribe,  and 

"(2)  shall  furnish  in  the  manner  pre- 
scril>ed  6v  the  Secretary  such  other  person 
the  information  provided  by  such  partner- 
ship under  subsection  (b). " 

(B)  Eftective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  part- 
nership taxable  years  beginning  after  the 
dale  of  the  enactment  of  this  Act 

(2)  Returns  relating  to  certain  partner- 
ship INTERESTS.— Paragraph  (2)  of  section 
60S0K(c)  (relating  to  requirement  that 
transferor  notify  partnership)  is  amended 
by  striking  out  "this  subsection"  and  insert- 
ing in  lieu  thereof  "this  section". 

(c)  Amendments  Related  to  Section  ISO  or 
THE  Act.— 

(1)  Paragraph  (3)  of  section  6678(a)  (relat- 
ing to  failure  to  furnish  certain  statements) 
is  amended  by  striking  out  "or"  at  the  end 
of  subparagraph  (E),  by  adding  "or"  at  the 
end  of  sulrparagraph  (F),  and  by  inserting 
after  subparagraph  (F)  the  following  new 
subparagraph: 

"(G)  section  604S(d)  (relating  to  state- 
ments required  in  the  case  of  certain  sultsti- 
tute  payments), ". 

(2)  Clause  (ii)  of  section  66S2(a)(3)(A)  (re- 
lating to  penalty  in  the  case  of  intentional 
disregard)  is  amended  6»  inserting  "(other 
than  by  subsection  (d)  of  such  section)" 
after  "section  604S  ". 

(d)  Amendment  Related  to  Section  ISS  or 
the  Act.— Section  6660  (relating  to  addition 
of  tax  in  the  case  of  valuation  understate- 
ment for  purposes  of  estate  or  gift  taxes)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(f)  Underpayment  Defined.— For  purposes 
of  this  section,  the  term  'underpayment'  has 
the  meaning  given  to  such  term  by  section 
6SS3(c)(l)." 

<e)  Amendment  Related  to  Section  157  or 
the  Act.— Paragraph  (3)  of  section  7S02(e)  is 


amended  by  striking  out  "the  tax"  and  in- 
serting in  lieu  thereof  "any  tax". 

SEC.  ISIl  AMEyOMBNTS  RELATED  TO  MISCELLANE- 
OUS PROVISIONS. 

(a)  Amendments  Related  to  Section  171  or 
THE  Act.— 

(1)  Subsection  (a)  of  section  111  (relating 
to  recovery  of  tax  benefit  items)  is  amended 
by  striking  out  "did  not  reduce  income  sub- 
ject to  tax"  and  inserting  in  lieu  thereof 
"did  not  reduce  the  amount  of  tax  imposed 
by  this  chapter". 

(2)  Subsection  (c)  of  section  111  (relating 
to  treatment  of  carryovers)  is  amended  by 
striking  out  "reducing  income  subject  to  tax 
or  reducing  tax  imposed  by  this  chapter,  as 
the  case  may  be"  and  inserting  in  lieu  there- 
of "reducing  tax  imposed  by  this  chapter". 

(3)  Paragraph  (12)  of  section  381(c)  (relat- 
ing to  recovery  of  bad  debts,  prior  taxes,  or 
delinquency  amounts)  is  amended  to  read  as 
follows: 

"(12)  Recovery  or  tax  BENsriT  items.— If 
the  acquiring  corporation  is  entitled  to  the 
recovery  of  any  amounts  previously  deduct- 
ed by  (or  allowable  as  credits  to)  the  distrib- 
utor or  transferor  corporation,  the  acquir- 
ing corporation  shall  succeed  to  the  treat- 
ment under  section  111  which  would  apply 
to  such  amounts  in  the  hands  of  the  distrib- 
utor or  transferor  corporation. " 

(4)  Paragraph  (2)  of  section  1351(d)  is 
amended  by  striking  out  "relating  to  recov- 
ery of  bad  debts,  etc. "  and  inserting  in  lieu 
thereof  "relating  to  recovery  of  tax  benefit 
items". 

(5)  Paragraph  (3)  of  section  1398(g)  is 
amended  to  read  as  follows: 

"(3)  Recovery  or  tax  BENErrr  items.— Any 
amount  to  which  section  111  (relating  to  re- 
covery of  tax  benefit  items)  applies. " 

(b)  Amendments  Related  to  Section  172  or 
the  Act.— 

(1)  Coordination  or  section  tsjz  with 
TAXES  ON  PRIVATE  rouNDATioNS.— Subpara- 
graph (B)  of  section  4941(d)(2)  (defining 
self-dealing)  is  amended  by  striking  out 
"without  interest  or  other  charge"  and  in- 
serting in  lieu  thereof  "vnthout  interest  or 
other  charge  (determined  without  regard  to 
section  7872)". 

(2)  Coordination  with  withholding. — 
Paragraph  (9)  of  section  7872(f)  (relating  to 
no  withholding)  is  amended  to  read  as  fol- 
lows: 

"(9)  No  WITHHOLDING.— No  amount  shall  be 
withheld  under  chapter  24  with  respect  to— 

"(A)  any  amount  treated  as  transferred  or 
retransferred  under  subsection  (a),  and 

"(B)  any  amount  treated  as  received  under 
subsection  (b). " 

(3)  DsriNmoN  or  demand  loan.— Para- 
graph (5)  of  section  7872(f)  (defining 
demand  loan)  is  amended  to  read  as  follows: 

"(5)  Demand  loan.— The  term  'demand 
loan'  means  any  loan  which  is  payable  in 
full  at  any  time  on  the  demand  of  the  lender. 
Such  term  also  includes  (for  purposes  other 
than  determining  the  applicable  Federal 
rate  under  paragraph  (2))  any  loan  if  the 
benefits  of  the  interest  arrangements  of  such 
loan  are  not  transferable  and  are  condi- 
tioTied  on  the  future  performance  of  substan- 
tial services  by  an  individual  To  the  extent 
provided  in  regulations,  such  term  also  in- 
cludes any  loan  vnth  an  indefinite  maturi- 
ty." 

(4)  Clarification  or  appucable  pederal 
rate.— Subparagraph  (B)  of  section 
7872(f)(2)  (defining  applicable  Federal  rate) 
is  amended  by  inserting  ",  compounded 
semiannually"  immediately  before  the 
period  at  the  end  thereof. 

(5)  Certain  israel  bonds  not  subject  to 
rules  relating  to  below-market  loans.— 
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Section  7872  of  the  Internal  Revenue  Code 
of  1954  (relating  to  treatment  of  loans  with 
below-market  interest  rates)  shall  not  apply 
to  any  obligation  issued  by  Israel  if— 

(A)  the  obligation  is  payabU  in  United 
States  dollars,  and 

(B)  the  obligation  iKars  interest  at  an 
annual  rate  of  not  less  than  4  percent 

(c)  Amendments  Related  to  Section  1 74  or 
THE  Act.— 

(1)  Treatment  or  roREiGN  persons.— Sulh 
section  (a)  of  section  267  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(3)  Payments  to  poreion  persons.— The 
Secretary  shall  by  regulations  apply  the 
matching  principle  of  paragraph  (2)  in 
cases  in  which  the  person  to  whom  the  pay- 
ment is  to  be  made  is  not  a  United  States 
person. " 

(2)  Treatment  or  certain  sales  or  invento- 
ry EXPANDED.— Subparagraph  (B)  of  section 
267(f)(3)  (relating  to  loss  deferral  rules  not 
to  apply  in  certain  cases)  is  amended  by  in- 
serting "(or  persons  described  in  subsection 
(b)(10))"  after  "same  controlled  group". 

(3)  Treatment  or  certain  related  partner- 
ships.— 

(A)  Effective  with  respect  to  sales  or  ex- 
changes after  September  27,  1985,  para- 
graphs (1)(A)  and  (2)(A)  of  section  707(b) 
(relating  to  certain  sales  or  exchanges  of 
property  with  respect  to  controlled  partner- 
ships) are  each  amended  In/  striking  out  "a 
partner"  and  inserting  in  lieu  thereof  "a 
person". 

(B)  Paragraph  (1)  of  section  707(b)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "For  purposes  of 
section  267(a)(2),  partnerships  described  in 
subparagraph  (B)  of  this  paragraph  shall  be 
treated  as  persons  specified  in  section 
267(b)." 

(C)  Subsection  (e)  of  section  267  is  amend- 
ed by  adding  at  the  end  thereof  the  foUounng 
new  paragraph- 

"(6)  Cross  reperence.- 

"For  additional  rules  relating  to  partnertUpa,  see 
section  707(b). " 

(4)  Clerical  amendments.— 

(A)  Paragraph  (12)  of  section  267(b)  (de- 
fining related  persons)  is  amended  by  strik- 
ing out  "same  persons  owns"  and  inserting 
in  lieu  thereof  "same  persons  own". 

(B)  Subparagraph  (B)  of  section  178(b)(2) 
(defining  related  persons)  is  amended  by  in- 
serting before  the  period  "and  subsection 
(f)(1)(A)  of  such  section  shall  not  apply". 

(C)  (Clause  (ii)  of  section  936(h)(3)(D)  (de- 
fining related  person)  is  amended  to  read  as 
follows: 

"(ii)  Special  rule.— For  purposes  of  clause 
(i),  section  267(b)  and  section  707(b)(1)  shall 
be  applied  by  substituting  '10  percent'  for 
'50  percent'." 

(5)  Exception  for  certain  indebtedness.— 
Clause  (i)  of  section  174(c)(3)(A)  of  the  Tax 
Reform  Act  of  1984  shall  be  applied  by  suth 
stituting  "December  31,  1983"  for  "Septem- 
ber 29,  1983"  in  the  case  of  indebtedness 
which  matures  on  January  1,  1999,  the  pay- 
ments on  which  from  January  1989  through 
November  1993  equal  U/L  plus  $77,600,  the 
payments  on  which  from  December  1993  to 
maturity  equal  U/L  plus  $50,100,  and  which 
accrued  interest  at  13.75  percent  through 
December  31,  1989. 

(d)  Amendments  Related  to  Section  1 77  or 
THE  Act.— 

(1)  CLARiriCATION  Or  TREATMENT  OF  DIVI- 
DENDS PAID  BY  FEDERAL  HOME  LOAN  BANKS.— 
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(A)  Subparagraph  (B)  of  section  246(a)(2) 
(relating  to  certain  dividends  of  Federal 
home  loan  banks)  is  amended— 

(i)  by  striking  out  "For  purposes  of  sub- 
paragraph (A),  in"  and  inserting  in  lieu 
thereof  "In",  and 

(ii)  by  striking  out  subclause  (II)  of  claiue 
fi)  arid  iTuerting  in  lieu  thereof  the  follow- 
ing: 

"(II)  which  were  not  previously  treated  as 
distributed  under  subparagraph  (A)  or  this 
subparagraph,  bears  to". 

(B)  Paragraph  (2)  of  section  246(a)  (relat- 
ing to  subsection  not  to  apply  to  certain 
diindends  of  Federal  Home  Loan  Banks)  is 
amended  by  redesignating  subparagraph  (C) 
as  subparagraph  (D)  and  bv  inserting  after 
si^tparagraph  (B)  the  foUowing  new  sub- 
paragraph: 

"(C)  Coordination  with  section  zi3.—To 
the  extent  that  paragraph  (1)  does  not  apply 
to  any  dividend  by  reason  of  subparagraph 
(A)  or  (B)  of  this  paragraph,  the  requirement 
contained  in  section  243(a)  that  the  corpo- 
ration paying  the  dividend  be  subject  to  tax- 
ation under  this  chapter  shall  not  apply. " 

(C)  Subparagraph  (D)  of  section  246(a)(2) 
(as  redesignated  by  subparagraph  (B))  is 
amended  by  adding  at  the  end  thereof  the 
foUovnng  new  clause: 

"(iv)  Earnings  and  PRorirs.—The  earnings 
and  profits  of  any  FHLB  for  any  taxable 
year  shall  be  treated  as  equal  to  the  sum  of— 

"(I)  any  dividends  received  by  the  FHLB 
from  the  FHLMC  during  such  taxable  year, 
and 

"(II)  the  total  earnings  and  profits  (deter- 
mined without  regard  to  dividends  de- 
scribed in  subclause  (I))  of  the  FHLB  as  re- 
ported in  its  annual  financial  statement 
prepared  in  accordance  viith  section  20  of 
the  Federal  Home  Loan  Bank  Act  (12  U.S.C. 
1440)." 

(2)  Clarification  or  effective  date.— Para- 
graph (4)  of  section  177(d)  of  the  Tax 
Reform  Act  of  1984  (relating  to  effective 
dates)  is  amended  to  read  as  follows: 

"(4)  Clarification  or  earnings  and  PRorirs 

or  FEDERAL   HOME  LOAN  MORTGAGE   CORPORA- 
TION.— 

"(A)  Treatment  or  distribution  or  pre- 
ferred STOCK,  ETC.— For  purposes  of  the  In- 
ternal Revenue  Code  of  1954.  the  distribu- 
tion of  preferred  stock  by  the  Federal  Home 
Loan  Mortgage  Corporation  during  Decem- 
ber of  1984,  and  the  other  distributions  of 
such  stock  by  Federal  Home  Loan  Banks 
during  January  of  1985,  shall  be  treated  as  if 
they  were  distributions  of  money  equal  to 
the  fair  market  value  of  the  stock  on  the 
date  of  the  distribution  by  the  Federal  Home 
Loan  Banks  (and  sxich  stock  shall  be  treated 
as  if  it  were  purchased  vrith  the  money  treat- 
ed as  so  distributed).  No  deduction  shall  be 
allowed  under  section  243  of  the  Internal 
Revenue  Code  of  1954  with  respect  to  any 
dividend  paid  by  the  Federal  Home  Loan 
Mortgage  Corporation  out  of  earnings  and 
profits  accumulated  before  January  1,  1985. 

"(B)  Section  z4S(ai  not  to  apply  to  distri- 
butions OUT  OF  EARNINGS  AND  PROFTTS  ACCU- 
MULATED DURING  1  its.— Subsection  (a)  of  sec- 
tion 246  of  the  Internal  Revenue  Code  of 
1954  shall  not  apply  to  any  dividend  paid  by 
the  Federal  Home  Loan  Mortgage  Corpora- 
tion during  1985  out  of  earnings  and  profits 
accumulated  after  December  31, 1984." 

(e)  Amendments  Related  to  Section  1 79  or 

TVS  Jk^T,-~— 

(1)  Clarification  or  DErmmoN  of  passen- 
OER  automobile.— 

(A)  Section  z$$f.— Clause  (ii)  of  section 
280F(d)(S)(A)  (defining  passenger  automo- 
bile) is  am/ended  by  striking  out  "gross  vehi- 


cle toeight"  and  inserting  in  lieu  thereof 
"unloaded  gross  vehicle  weight". 

(B)  Gas  guzzler  tax.— 

(i)  Clause  (ii)  of  section  4064(b)(1)(A)  (de- 
fining passenger  automobile)  is  amended  by 
striking  out  "gross  vehicle  weight"  and  in- 
serting in  lieu  thereof  "unloaded  gross  vehi- 
cle weight". 

(ii)  Paragraph  (5)  of  section  4064(b)  (de- 
fining manufacturer)  is  amended  to  read  as 
follows: 

"(5)  Manufacturer.— 

"(A)  In  general.— The  term  'manufacturer' 
includes  a  producer  or  importer. 

"(B)  Exception  for  certain  small  manu- 
facturers.—A  person  shaU  not  be  treated  as 
the  manufacturer  of  any  automobile  if— 

"(i)  such  person  would  (but  for  this  su6- 
paragraph)  be  so  treated  solely  by  reason  of 
lengthening  an  existing  automobile,  and 

"(ii)  such  person  is  a  small  manufacturer 
(as  defined  in  subsection  (d)(4))  for  the 
model  year  in  which  such  lengthening 
occurs. " 

(Hi)  The  amendments  made  by  clauses  (i) 
and  (ii)  shall  take  effect  as  if  included  in  the 
amendments  made  by  section  201  of  Public 
Law  95-618;  except  that  the  amendment 
made  by  clause  (i)  shaU  not  apply  to  any 
station  wagon  if— 

(1)  such  station  loagon  is  originally 
equipped  unth  more  than  6  seat  belts, 

(II)  such  station  wagon  was  manufactured 
before  November  1,  1985,  and 

(III)  such  station  wagon  is  of  the  1985  or 
1986  model  year. 

(C)  Trucks  and  vans.— Subparagraph  (A) 
of  section  280F(d)(5)  is  amended  by  adding 
at  the  end  thereof  the  foUowing  new  sen- 
tence: 

"In  the  case  of  a  truck  or  bo»i,  clause  (ii) 
sfiaU  be  applied  by  substituting  'gross  vehi- 
cle weight'  for  'unloaded  gross  vehicle 
weight '. " 

(2)  Deductions  of  employee  for  use  of 
usted  property.— Subparagraph  (A)  of  sec- 
tion 280F(d)(3)  (relating  to  deductions  of 
employee)  is  amended  by  striking  out  "re- 
covery deduction  allowable  to  the  employee" 
and  inserting  in  lieu  thereof  "recovery  de- 
duction aUowable  to  the  employee  (or  the 
amount  of  any  deduction  aUowable  to  the 
employee  for  rentals  or  other  payments 
under  a  lease  of  listed  property)". 

(3)  Treatment  or  certain  computers.— 
Subparagraph  (B)  of  section  280F(d)(4>  (re- 
lating to  exception  for  certain  computers)  is 
amended  by  striking  out  "at  a  regular  busi- 
ness establishment"  and  inserting  in  lieu 
thereof  "at  a  regular  business  establishment 
and  oumed  or  leased  by  the  person  operating 
such  establishment". 

(4)  Exception  por  property  used  in  busi- 
ness or  transporting  persons  or  proper- 
ty.—Paragraph  (4)  of  section  280F(d)  (defin- 
ing listed  property)  is  amended  by  adding  at 
the  end  thereof  the  foUowing  new  subpara- 
graph: 

"(C)  Exception  for  property  used  in  busi- 
ness or  TRANSPORTING  PERSONS  OR  PROPER- 
TY.—Except  to  the  extent  provided  in  regula- 
tions, clause  (ii)  of  subparagraph  (A)  shaU 
not  apply  to  any  property  substantially  all 
of  the  use  of  which  is  in  a  trade  or  business 
of  providing  to  unrelated  persons  services 
consisting  of  the  transportation  of  persons 
or  property  for  compensation  or  hire. " 

(5)  Clerical  amendment.— Paragraph  (2)  of 
section  280F(d)  (relating  to  subsequent  de- 
preciation deductions  reduced  for  deduc- 
tions allocable  to  personal  use)  is  amended 
by  striking  out  "is  not  use  described  in"  and 
inserting  in  lieu  thereof  "is  use  described 
in". 


CHAPTER  2-AMENDMENTS  RELATED 
TO  TITLE  II  OF  THE  ACT 

SEC.  lUL  AMENDMENTS  RELATED  TO  SECTION  til 
OF  THE  act. 

(a)  Certain  AMOujfTS  Not  Less  Than  Sur- 
render Value  or  Contract.— Subsection  (c) 
of  section  807  (relating  to  rules  for  certain 
reserves)  is  amended  by  adding  at  the  end 
thereof  the  foUowing  new  sentence:  "In  no 
case  shall  the  amount  determined  under 
paragraph  (3)  for  any  contract  be  less  than 
the  net  surrender  value  of  such  contract " 

(b)  CiARincATTON  or  DEriNiTioN  or  Excess 
Interest.— Subparagraph  (B)  of  section 
808(d)(1)  (defining  excess  interest)  is 
amended  to  read  as  foUows: 

"(B)  in  excess  of  interest  determined  at  the 
prevaUing  State  assumed  rale  for  such  con- 
tract" 

(c)  Coordination  or  1984  Fresh-Start  Ad- 
justment With  Certain  Accelerations  or 
PoucYHOLDER  DIVIDENDS  DEDUCTIONS.— Sec- 
tion 808  (relating  to  policyholder  dividends 
deduction)  is  amended  by  adding  at  the  end 
thereof  the  foUowing  new  subsection: 

"(f)  Coordination  or  1984  Fresh-Start  Ad- 
justment With  Acceleration  or  Poucyhold- 
ER  Dividends  Deduction  Through  Change  in 
Business  Practice.— 

"(1)  In  general.— The  amount  determined 
under  paragraph  (1)  of  subsection  (c)  for  the 
year  of  change  shaU  (before  any  reduction 
under  paragraph  (2)  of  subsection  (c)l  be  re- 
duced by  so  much  of  the  accelerated  policy- 
holder dividends  deduction  for  such  year  as 
does  not  exceed  the  1984  fresh-start  adjust- 
ment for  policyholder  diindends  (to  Oie 
extent  such  adjustment  was  not  previously 
taken  into  account  under  this  subsection). 

"(2)  Year  or  change.— For  purposes  of  this 
subsection,  the  term  'year  of  change'  means 
the  taxable  year  in  which  the  change  in 
business  practices  which  results  in  Uie  accel- 
erated policyholder  dividends  deduction 
takes  effect 

"(3)  Accelerated  poucyholder  dividends 
deduction  defined.— For  purposes  of  this 
subsection,  the  term  'accelerated  policyhold- 
er dividends  deduction'  means  the  amount 
which  (but  for  this  subsection)  woiUd  be  de- 
termined for  the  taxable  year  under  para- 
graph (1)  of  subsection  (c)  but  which  would 
have  been  determined  (under  such  para- 
graph) for  a  later  taxable  year  under  the 
business  practices  of  the  taxpayer  as  in 
effect  at  the  close  of  the  preceding  taxable 
year. 

"(4)  1984  PRESH-START  ADJUSTMENT  FOR  POL- 
ICYHOLDER DIVIDENDS.— For  purposes  of  this 
subsection;  the  term  '1984  fresh-start  adjust- 
ment for  policyholder  dividends'  means  the 
amounts  held  as  of  December  31, 1983,  by  the 
taxpayer  as  reserves  for  dividends  to  policy- 
holders under  section  811(b)  (as  in  effect  on 
the  day  before  the  date  of  the  enactment  of 
the  Tax  Reform  Act  of  1984)  other  than  for 
dividends  which  accrued  before  January  1, 
1984.  Such  amounU  shall  be  property  re- 
duced to  reflect  the  amount  of  previously 
nondeductible  policyholder  diindends  (as  de- 
termined under  section  809(f)  as  in  effect  on 
the  day  before  the  date  of  the  enactment  of 
the  Tax  Reform  Act  of  1984). 

"(5)  Separate  appucation  with  respect  to 
LINES  OF  BUSINESS.— This  subscction  shall  be 
applied  separately  with  respect  to  each  line 
of  business  of  the  taxpayer. 

"(6)  Subsection  not  to  apply  to  mere 

CHANGE  IN  DIVIDEND  AMOUNT.— ThiS  SUbSCCtion 

shall  not  apply  to  a  mere  change  in  the 
amount  of  policyholder  dividends. 

"(7)  Subsection  not  to  apply  to  poucies 
issued  after  december  si,  t»»3.— 
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"<A)  In  aBmRAL.—This  subsection  shall  not 
apply  to  any  policyholder  dividend  paid  or 
accrued  trith  respect  to  a  policy  issued  after 
December  31, 1983. 

"(B)  EXCHAMOES  or  SUBSTANTIALLY  SIMILAR 

POUCiES.— For  purposes  of  subparagraph  (A), 
any  policy  issued  after  December  31,  1983,  in 
exchange  for  a  substantially  similar  policy 
issued  on  or  before  such  date  shall  be  treated 
as  issued  before  January  1,  1984.  A  similar 
rule  shall  apply  in  the  case  of  a  series  of  ex- 
changes. 

"(8 J  Subsection  to  apply  to  poucies  pro- 
vided UNDER  employee  BENEFIT  PLANS.  — TTliS 

subsection  shall  not  apply  to  any  policy- 
holder dividend  paid  or  accrued  loith  re- 
spect to  a  group  policy  issued  in  connection 
with  a  tUan  to  provide  welfare  benefits  to 
employees  (within  the  meaning  of  section 
419(e)(2»." 

(d)  Clarification  of  Equity  Base.— Para- 
graph (2)  of  section  809(b)  (defining  equity 
base)  is  amended  by  adding  at  the  end  there- 
of  the  following  new  sentence:  "No  item 
shtiU  be  taken  into  account  more  than  once 
in  determining  equity  base. " 

(e)  Definition  of  SO  Largest  Stock  Compa- 
nies.— 

(1)  In  general.— Subparagraph  (C)  of  sec- 
tion 809(d)(4)  (defining  SO  largest  stock 
companies)  is  amended  by  striking  out  the 
last  sentence  and  inserting  in  lieu  thereof 
the  follouring: 

"the  Secretary— 

"(i)  shall,  for  purposes  of  determining  the 
base  period  stock  earnings  rate,  exclude 
from  the  group  determined  under  the  preced- 
ing sentence  any  company  which  had  a  neg- 
ative equity  base  at  any  time  during  1981, 
1982,  or  1983, 

"(ii)  shall  exclude  from  such  group  for  any 
calendar  year  any  company  which  has  a 
negative  equity  base,  and 

"(Hi)  may  by  regulations  exclude  any 
other  company  which  otherwise  would  have 
been  included  in  such  group  if  the  inclusion 
of  the  excluded  company  or  companies 
XDOuld,  by  reason  of  the  small  equity  base  of 
such  company,  seriously  distort  the  stock 
earnings  rate. 

The  aggregate  numl>er  of  companies  ex- 
cluded frv  the  Secretary  under  clause  (Hi) 
shall  not  exceed  the  excess  of  2  over  the 
number  of  companies  excluded  under  clause 
(ii)." 

"(2)  Only  domestic  companies  taken  into 
account.— Section  809  is  amended— 

"(A)  by  strUcing  out  "largest  stock  life  in- 
surance companies"  in  subsection  (d)(4)(C) 
and  iruerting  in  lieu  thereof  "largest  domes- 
tic stock  life  insurance  companies",  and 

"(B)  by  striking  out  "mutual  life  insur- 
ance companies"  in  subsection  (e)(1)  and 
inserting  in  lieu  thereof  "domestic  mutuoU 
life  insurance  companies". 

(f)  Clarification  of  Statemient  Gain  or 
Loss  From  Operations.— Paragraph  (1)  of 
section  809(g)  (defining  statement  gain  or 
loss  from  operations)  is  amended  by  striking 
out  so  much  of  such  paragraph  as  precedes 
subparagraph  (B)  and  inserting  in  lieu 
thereof  the  following: 

"(1)  Statement  gain  or  loss  from  oper- 
ations.—The  term  'statement  gain  or  loss 
from  operations'  means  the  net  gain  or  loss 
frxym  operations  required  to  be  set  forth  in 
the  annual  statement,  determined  without 
regard  to  Federal  income  taxes,  and— 

"(A)  determined  by  substituting  for  the 
amount  shown  for  policyholder  dividends 
the  amount  of  deduction  for  policyholder 
dividends  determined  under  section  808 
(without  regard  to  section  808(c)(2)), ". 

(g)  Differential  Earnings  Rate  Which 
May  Be  Used  for  Purposes  of  Estimated 


Tax  Payments.— Subsection  (c)  of  section  809 
(defining  differential  earnings  rate)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(3)  Coordination  with  estimated  tax  pay- 
ments.—For  purposes  of  applying  section 
66SS  with  respect  to  any  installment  of  esti- 
mated tax,  the  amount  of  tax  shall  be  deter- 
mined by  using  the  lesser  of— 

"(A)  the  differential  earnings  rate  of  the 
second  tax  year  preceding  the  taxable  year 
for  which  the  installment  is  made,  or 

"(B)  the  differential  earnings  rate  for  the 
taxable  year  for  which  the  installment  is 
made." 

(h)  Recomputation  of  Differential  Earn- 
ings Amount  Not  Taken  Into  Account  for 
Purposes  of  Estimated  Tax.— Subsection  (f) 
of  section  809  (relating  to  recomputation  in 
subsequent  year)  is  amended  by  adding  at 
the  end  thereof  the  following  new  para- 
graph: 

"(S)  Subsection  not  to  apply  for  purposes 
of  estimated  tax.— Section  6655  shall  be  ap- 
plied to  any  taxable  year  without  regard  to 
any  adjustments  under  this  subsection  for 
such  year. " 

(i)  Amendments  Related  to  Proration 
Formulas.— 

(1)  Paragraph  (2)  of  section  812(b)  is 
amended— 

(A)  by  striking  out  "the  prevailing  State 
assumed  rate"  in  subparagraph  (A)  and  in- 
serting in  lieu  thereof  "the  prevailing  State 
assumed  rale  or,  where  such  rate  is  not  used, 
another  appropriate  rate", 

(B)  by  striking  out  "and"  at  the  end  of 
subparagraph  (B), 

(C)  by  striking  out  the  period  at  the  end  of 
subparagraph  (C)  and  inserting  in  lieu 
thereof  ",  and",  and 

(D)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subparagraph: 

"(D)  interest  on  amounts  left  on  deposit 
with  the  company. " 

(2)  Subparagraph  (B)  of  section  812(b)(3) 
(relating  to  gross  investment  income's  pro- 
portionate share  of  policyholder  dividends) 
is  amended— 

(A)  by  striking  out  "(including  tax-exempt 
interest)"  in  clause  (ii),  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  sentence: 

"For  purposes  of  subparagraph  (B)(ii),  life 
insurance  gross  income  shall  be  determined 
try  including  tax-exempt  interest  and  by  ap- 
plying section  807(a)(2)(B)  as  if  it  did  not 
contain  clause  (i)  thereof. " 

(3)  Subsection  (c)  of  section  812  (defining 
net  investment  income)  is  amended  to  read 
as  follows: 

"(c)  Net  Investment  Income.— For  pur- 
poses of  this  section,  the  term  'net  invest- 
ment income'  means— 

"(1)  except  as  provided  in  paragraph  (2), 
90  percent  of  gross  investment  income;  or 

"(2)  in  the  case  of  gross  investment 
income  attributable  to  assets  held  in  segre- 
gated asset  accounts  under  variable  con- 
tracts, 95  percent  of  gross  investment 
income. " 

(4)  Section  812  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsection: 

"(g)  Treatment  of  Interest  Partially 
Tax-Exempt  Under  Section  133.— For  pur- 
poses of  this  section  and  subsections  (a)  and 
(b)  of  section  807,  the  terms  'gross  invest- 
ment income'  and  'tax-exempt  interest'  shall 
not  include  any  interest  received  with  re- 
spect to  a  securities  acquisition  loan  (as  de- 
fined in  section  133(b)).  Such  interest  shall 
not  be  included  in  life  insurance  gross 
income  for  purposes  of  sut>section  (b)(3). " 

(j)  Treatment  of  Foreign  Life  Insurance 
Companies.— Paragraph  (1)  of  section  813(a) 
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(relating  to  adjustment  where  surplus  held 
in  United  States  is  less  than  specified  mini- 
mum) is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence:  "The  pre- 
ceding sentence  shall  be  applied  before  com- 
puting the  amount  of  the  special  life  insur- 
ance company  deduction  and  the  small  life 
insurance  company  deduction,  and  any  in- 
crease under  the  preceding  sentence  shall  be 
treated  as  gross  investment  income. " 

(k)  Treatment  of  Certain  Distributions 
to  Shareholders  From  Pre-1984  Poucy- 
holders  Surplus  Account.— 

(1)  Subsection  (f)  of  section  815  (relating 
to  other  rules  applicable  to  policyholders 
surplus  account  continued)  is  amended  by 
striking  out  "section  6501(c)(6)"  and  insert- 
ing in  lieu  thereof  "sections  819(b), 
6501  (c)(6)". 

(2)  Subsection  (a)  of  section  815  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  sentence: 

"For  purposes  of  the  preceding  sentence,  the 
term  'indirect  distribution'  shall  not  include 
any  bona  fide  loan  with  arms-length  terms 
and  conditions. " 

(3)  In  the  case  of  any  loan  made  before 
March  1,  1986  (other  than  a  loan  which  is  re- 
negotiated, extended,  renewed,  or  revised 
after  February  28,  1986),  which  does  not 
meet  the  requirements  of  the  last  sentence  of 
section  815(a)  of  the  Internal  Revenue  Code 
of  1954  (as  added  by  paragraph  (2)).  the 
amount  of  the  indirect  distribution  for  pur- 
poses of  such  section  815(a)  shall  be  the  for- 
gone interest  on  the  loan  (determined  by 
using  the  lowest  rate  which  iDould  have  met 
the  arms-length  requirements  of  such  sen- 
tence for  such  a  loan). 

(I)  Treatment  of  Deficiency  Reserves.— 
Section  816  (defining  life  insurance  compa- 
ny) is  amended  by  adding  at  the  end  thereof 
the  following  new  subsection: 

"(h)  Treatment  of  Deficiency  Reserves.— 
For  purposes  of  this  section  and  section 
813(a)(4)(B),  the  terms  life  insurance  re- 
serves' and  'total  reserves'  shall  not  include 
deficiency  reserves. " 

(m)  Treatment  of  Certain  Nondiversified 
Contracts.— 

(1)  Subsection  (h)  of  section  817  (relating 
to  treatment  of  certain  nondiversified  con- 
tracts) is  amended  by  striking  out  para- 
graphs (3)  and  (4)  and  inserting  in  lieu 
thereof  the  following: 

"(3)    Special    rule    for    investments   in 

UNITED    STATES    OBUGATIONS.-To    the    CXtcnt 

that  any  segregated  asset  account  with  re- 
spect to  a  variable  life  insurance  contract  is 
invested  in  securities  issued  by  the  United 
States  Treasury,  the  investments  made  by 
such  account  shall  be  treated  as  adequately 
diversified  for  purposes  of  paragraph  (1). 

"(4)  Look-through  in  certain  cases.— For 
purposes  of  this  subsection,  if  all  of  the  bene- 
ficial interests  in  a  regulated  investment 
company  or  in  a  trust  are  held  by  1  or 
more— 

"(A)  insurance  companies  (or  affiliated 
companies)  in  their  general  account  or  in 
segregated  asset  accounts,  or 

"(B)  fund  managers  (or  affiliated  compa- 
nies) in  connection  with  the  creation  or 
management  of  the  regulated  investment 
company  or  trust, 

the  diversification  requirements  of  para- 
graph (1)  shall  be  applied  by  taking  into  ac- 
count the  assets  held  by  such  regulated  in- 
vestment company  or  trust 

"(5)  Independent  investment  advisors  per- 
MmBD.— Nothing  in  this  subsection  shall  be 
construed  as  prohibiting  the  use  of  inde- 
pendent investment  advisors. " 
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(2)  Paragraph  (1)  of  section  817fh)  is 
amended  by  striking  out  the  last  sentence. 

(n)  Treatment  of  Certain  Deferred  Com- 
pensation Plans.— Subparagraph  lA)  of  sec- 
tion 818(a)(6)  (defining  pension  plan  con- 
tract) is  amended  to  read  cu  follows: 

"(A)  a  governmental  plan  (uHthin  the 
meaning  of  section  414(d))  or  an  eligible 
State  deferred  compensation  plan  (within 
the  meaning  of  section  457(b)),  or". 

(o)  Dividends  Within  Affiuated  Group.— 
Subsection  (e)  of  section  818  (relating  to  spe- 
cial rule  for  consolidated  returns)  is  amend- 
ed to  read  as  follows: 

"(e)  Special  Rvles  for  Consoudated  Re- 
turns.— 

"(1)  Items  of  companies  other  than  ufe  in- 
surance COMPANIES.— If  an  election  under 
section  1504(c)(2)  is  in  effect  with  respect  to 
an  affiliated  group  for  the  taxable  year,  all 
items  of  the  members  of  such  group  which 
are  not  life  insurance  companies  shall  not 
be  taken  into  account  in  determining  the 
amount  of  the  tentative  LICTI  of  members 
of  stich  group  which  are  life  insurance  com- 
panies. 

"(2)  Dividends  within  GROUP.-In  the  case 
of  a  life  insurance  company  filing  or  re- 
quired to  fili  a  consolidated  return  under 
section  1501  unth  respect  to  any  affiliated 
group  for  any  taxable  year,  any  determina- 
tion under  this  part  unth  respect  to  any  div- 
idend paid  by  one  member  of  such  group  to 
another  member  of  such  group  shall  be  made 
as  if  such  group  was  not  filing  a  consolidat- 
ed return. " 

(p)  Treatment  of  Dividends  From  Subsidi- 
aries, Etc.— Paragraph  (4)  of  section  805(a) 
(relating  to  dividends  received  by  company) 
is  amended  by  redesignating  subparagraph 
(D)  as  subparagraph  (E)  and  by  striking  out 
subparagraph  (C)  and  inserting  in  lieu 
thereof  the  follounng  new  subparagraphs: 

"(C)  100  PERCENT  dividend.— For  purposes 
of  subparagraph  (A)— 

"(i)  In  GENERAU-Except  as  provided  in 
clause  (ii),  the  term  '100  percent  dividend' 
means  any  dividend  if  the  percentage  used 
for  purposes  of  determining  the  deduction 
allowable  under  section  243,  244,  or  245(b)  is 
100  percent 

"(ii)  Treatment  of  dividends  from  nonin- 
SURANCE  companies.— The  term  '100  percent 
dividend'  does  not  include  any  distribution 
by  a  corporation  which  is  not  an  insurance 
company  to  the  extent  such  distribution  is 
out  of  tax-exempt  interest  or  out  of  divi- 
dends which  are  not  100  percent  dividends 
(determined  uyith  the  application  of  this 
clause  as  if  it  applies  to  distributions  by  all 
corporations  including  insurance  compa- 
nies). 
"(D)  Special  rules  for  certain  dividends 

FROM  insurance  COMPANIES.— 

"(i)  In  OENERAL.—In  the  case  of  any  100 
percent  dividend  paid  to  any  life  insurance 
company  out  of  the  earnings  and  profits  for 
any  taxable  year  beginning  after  December 
31,  1983,  of  another  life  insurance  company 

if- 

"(I)  the  paying  company's  share  deter- 
mined under  section  812  for  such  taxable 
year,  exceeds 

"(II)  the  receiving  company's  share  deter- 
mined under  section  812  for  its  taxable  year 
in  which  the  dividend  is  received  or  ac- 
crued, 

the  deduction  allowed  under  section  243, 
244,  or  24 5  (b)  (as  the  case  may  be)  shaU  be 
reduced  as  provided  in  clause  (ii). 

"(ii)  Amount  of  reduction.— The  reduction 
under  this  clause  for  a  dividend  is  an 
amount  equal  to— 

"(I)  the  portion  of  such  dividend  attribut- 
able  to  prorated  amounts,  multiplied  by 


"(II)  the  percentage  obtained  by  subtract- 
ing the  share  described  in  subclause  (II)  of 
clause  (i)  from  the  share  described  in  sub- 
clause (I)  of  such  clause. 

"(Hi)  Prorated  amounts.— For  purposes  of 
this  subparagraph,  the  term  'prorated 
amounts'  means  tax-exempt  interest  and 
dividends  other  than  100  percent  dividends. 

"(iv)  Portion  of  dividend  attributable  to 
PRORATED  AMOUNTS.— For  purposes  of  this 
subparagraph,  in  determining  the  portion  of 
any  dividend  attributable  to  prorated 
amounts- 

"(I)  any  dividend  by  the  paying  corpora- 
tion shall  be  treated  as  paid  first  out  of 
earnings  and  profits  for  taxable  years  begin- 
ning after  December  31,  1983,  attributable  to 
prorated  amounts  (to  the  extent  thereof), 
and 

"(II)  by  determining  the  portion  of  earn- 
ings and  profits  so  attributable  urithout  any 
reduction  for  the  tax  imposed  by  this  chap- 
Ur. 

"(v)  Subparagraph  to  apply  to  dividends 

FROM     OTHER     INSURANCE     COMPANIES.— RuleS 

Similar  to  the  rules  of  this  subsection  shall 
apply  in  the  case  of  100  percent  dividends 
paid  by  an  insurance  company  which  is  not 
a  life  insurance  company. " 

(q)  Special  Rule  for  Application  of  High 
Surplus  Mutual  Rules.— In  the  case  of  any 
mutual  life  insurance  company— 

(1)  which  was  incorporated  on  February 
23,  1888,  and 

(2)  which  acquired  a  stock  subsidiary 
during  1982, 

the  amount  of  such  company's  excess  equity 
base  for  purposes  of  section  809(i)  of  stich 
Code  shall  noturithstanding  the  last  sen- 
tence of  section  809(i)(2)(D),  equal 
$175,000,000. 

(r)  Clerical  Amendment.— Paragraph  (3)  of 
section  809(f)  is  amended  by  striking  out 
"subsection  (c)(2)"  and  inserting  in  lieu 
thereof  "subsection  (c)(1)(B)". 

(s)  Amendments  Related  to  Section  807.— 
Subparagraph  (C)  of  section  807(d)(5)  is 
amended  by  adding  at  the  end  thereof  the 
following:  "When  the  Secretary  by  regula- 
tion changes  the  table  applicable  to  a  type  of 
contract,  the  new  table  shall  be  treated  (for 
purposes  of  subparagraph  (B)  and  for  pur- 
poses of  determining  the  issue  dates  of  con- 
tracts for  which  it  shall  be  used)  as  if  it  were 
a  new  prevailing  commissioner's  standard 
table  adopted  by  the  twenty-sixth  State  as  of 
a  date  (no  earlier  than  the  date  the  regula- 
tion is  issued)  specified  by  the  Secretary. " 

(t)  Amendment  Related  to  Section  817.— 

(1)  Subsection  (d)  of  section  817  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  sentence:  "Paragraph  (3)  shall  be  ap- 
plied unthout  regard  to  whether  there  is  a 
guarantee,  and  obligations  under  such  guar- 
antee which  exceed  obligations  under  the 
contract  unthout  regard  to  such  guarantee 
shall  be  accounted  for  as  part  of  the  compa- 
ny's general  account " 

(2)  The  amendment  made  by  paragraph 
(1)  shall  apply— 

(A)  to  contracts  issued  after  December  31, 

1986,  and 

(B)  to  contracts  issued  before  January  1, 

1987,  if  such  contract  was  treated  as  a  vari- 
able contract  on  the  taxpayer's  return. 

SBC  IS2t  AIIIE.\DMEIVTS  RELATED  TO  SECTIOS  2lt 
OF  THE  ACT. 

(a)  Clarification  of  Appucation  of  10- 
Year  Spread.— Subparagraph  (C)  of  section 
216(b)(3)  of  the  Tax  Reform  Act  of  1984  (re- 
lating to  10-year  spread  inapplicable  where 
no  10-year  spread  under  prior  law)  is 
amended  by  striking  out  "was  required  to 
have  been  taken  into  account"  and  inserting 


in  lieu  thereof  "would  have  been  required  to 
be  taken  into  account". 

(b)  Treatment  of  Certain  Elections 
Under  Section  818(c).— Subparagraph  (B)  of 
section  216(b)(4)  of  the  Tax  Reform  Act  of 
1984  (relating  to  the  elections  under  section 
818(c)  after  September  27,  1983,  not  taken 
into  account)  is  amended  by  striking  out 
"Subparagraph  (A)"  and  inserting  in  lieu 
thereof  "Paragraph  (3)  and  subparagraph 
(A)  of  this  paragraph". 

(c)  Election  Not  To  Have  Reserves  Re- 
computed.- 

(1)  Clause  (ii)  of  section  216(c)(2)(A)  of  the 
Tax  Reform  Act  of  1984  (relating  to  election 
with  respect  to  contracts  issued  after  1983 
and  before  1989)  is  amended  by  striking  out 
"$3,000,000"  and  inserting  in  lieu  thereof 
"$3,000,000  (determined  with  regard  to  this 
paragraph) ". 

(2)  Subparagraph  (A)  of  section  216(c)(2) 
of  the  Tax  Reform  Act  of  1984  is  amended  by 
striking  out  "be  equal  to"  and  all  that  fol- 
lows doum  through  the  period  at  the  end 
thereof  and  inserting  in  lieu  thereof  the  fol- 
lowing: "be  equal  to  the  greater  of  the  statu- 
tory reserve  for  such  contract  (adjusted  as 
provided  in  subparagraph  (B))  or  the  net 
surrender  value  of  such  contract  (as  defined 
in  section  807(e)(1)  of  the  Internal  Revenue 
Code  of  1954)." 

(3)  Subparagraph  (B)  of  section  216(c)(2) 
of  the  Tax  Reform  Act  of  1984  is  amended— 

(A)  by  striking  out  "statutory  reserves" 
and  inserting  in  lieu  thereof  "opening  arid 
closing  statutory  reserves",  and 

(B)  by  striking  out  "under  section 
805(c)(1)  of  such  Code"  and  inserting  in  lieu 
thereof  "under  the  principles  of  section 
805(c)(1)  of  such  Code". 

(d)  Special  Rule  Where  Reinsurer  Not 
Using  Calendar  Year  as  Taxable  Year.— 
Subparagraph  (A)  of  section  216(b)(3)  of  the 
Tax  Reform  Act  of  1984  is  amended  by 
adding  at  the  end  thereof  the  follounng:  "For 
purposes  of  this  subparagraph,  if  the  rein- 
surer's taxable  year  is  not  a  calendar  year, 
the  first  day  of  the  reinsurer's  first  taxable 
year  beginning  after  December  31,  1983, 
shall  be  substituted  for  'January  1,  1984' 
each  place  it  appears. " 

(e)  Clarification  of  Effect  of  Fresh 
Start  on  Earnings  and  Profits.— Paragraph 
(1)  of  section  216(b)  of  the  Tax  Reform  Act 
of  1984  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentences:  "The 
preceding  sentence  shall  apply  for  purposes 
of  computing  the  earnings  and  profits  of 
any  insurance  company  for  its  1st  taxable 
year  beginning  in  1984.  The  preceding  sen- 
tence stiall  be  applied  by  substituting  '1985' 
for  '1984'  in  the  case  of  an  insurance  compa- 
ny which  is  a  member  of  a  controlled  group 
(as  defined  in  section  806(d)(3)),  the 
common  parent  of  which  is 

"(A)  a  company  having  its  principal  place 
of  business  in  Alabama  and  incorporated  in 
Delaware  on  November  29,  1979,  or 

"(B)  a  company  having  its  princi7>al  place 
of  business  in  Houston,  Texas,  and  incorpo- 
rated in  Delaware  on  June  9,  1947. " 

(f)  Treatment  of  Section  818(c)  Elections 
Made  by  Certain  Acquired  Companies.— 
Paragraph  (4)  of  section  216(b)  of  the  Tax 
Reform  Act  of  1984  U  amended  by  adding  at 
the  end  thereof  the  following  new  subpara- 
graph: 

"(C)  Section  sis(C)  elections  made  by  cer- 
tain acquired  COMPANIES.— 

"(i)  In  aENERAL.—If  the  case  of  any  corpo- 
ration— 

"(I)  which  made  an  election  under  such 
section  818(c)  before  September  28,  1983, 
and 
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"(tl)  which  was  acquired  in  a  gvalified 
stock  purchase  fas  defined  in  section  338<c> 
of  the  Internal  Revenue  Code  of  1954)  before 
December  31,  1983, 

the  fact  that  such  corporation  is  treated  as  a 
new  corporation  under  section  338  of  such 
Code  shall  not  result  in  the  election  de- 
scribed in  clause  <i)  not  applying  to  such 
new  corporation. 

"(in  Time  for  making  ssctton  tisio  or  us 
SLEcnoN.—In  the  case  of  any  corporation 
described  in  clause  (iJ,  the  time  for  making 
an  election  under  section  818(c)  of  such 
Code  twith  respect  to  the  first  taxable  year 
of  the  corporation  beginning  in  1983  and 
ending  after  September  28,  1983),  or  making 
an  election  under  section  338  of  such  Code 
with  respect  to  the  qualified  stock  purchase 
described  in  clause  fi)(tl),  shall  not  expire 
before  the  close  of  the  60th  day  after  the  date 
of  the  enactment  of  the  Tax  Reform  Act  of 
J986. 

"(Hi)  Statute  of  UMiTATioNS.—In  the  case 
of  any  such  election  under  section  818(c)  or 
338  of  such  Code  which  would  not  have  been 
timely  made  but  for  clause  (ii),  the  period 
for  assessing  any  deficiency  attributable  to 
such  election  (or  for  filing  claim  for  credit 
or  refund  of  any  overpayment  attributable 
to  such  election)  shall  not  expire  before  the 
date  2  years  after  the  date  of  the  enactment 
of  this  Act 

sec.  1821  AMBSDMENT  RELA  TED  TO  SECTlOy  217  OF 
THE  ACT. 

Subsection  (n)  of  section  217  of  the  Tax 
Reform  Act  of  1984  (relating  to  special  rule 
for  companies  using  net  level  reserve  method 
for  noncancellable  accident  and  health  in- 
surance contracts)  is  amended  to  read  as 
follows: 

"(n)  Special  Rule  for  Companies  Using 
Net  Level  Reserve  Method  for  Noncancel- 
lable Accident  and  Health  Insurance  Con- 
tracts.—A  company  shall  be  treated  as  meet- 
ing the  requirements  of  section 
807(d)(3)<A)(iii)  of  the  Internal  Revenue 
Code  of  19S4,  as  amended  by  this  Act  with 
respect  to  any  directly-written  noncancella- 
ble accident  and  health  insurance  contract 
(whether  under  existing  or  new  plans  of  in- 
surance) for  any  taxable  year  if— 

"(1)  such  company— 

"(A)  UHU  using  the  net  level  reserve  method 
to  compute  at  least  99  percent  of  its  statuto- 
ry reserves  on  such  contracts  as  of  December 
31,  1982,  and 

"(B)  received  more  than  half  its  total 
direct  premiums  in  1982  from  directly-writ- 
ten noncancellable  accident  and  health  in- 
surance, 

"(2)  after  December  31,  1983,  and  through 
such  taxable  year,  such  company  has  con- 
tinuously used  the  net  level  reserve  method 
for  computing  at  least  99  percent  of  its  tax 
and  statutory  reserves  on  such  contracts, 
and 

"(3)  for  any  such  contract  for  which  the 
company  does  not  use  the  net  level  reserve 
method,  such  company  uses  the  same 
method  for  computing  tax  reserves  as  such 
company  uses  for  computing  its  statutory 
reserves." 

SSC  ISU  AMENDMENT  RELATED  TO  SECTION  218  OF 
THE  ACT. 

Section  218  of  the  Tax  Reform  Act  of  1984 
is  hereby  repealed. 

SEC  I82S.  AMENDMENTS  RELATED  TO  SECTION  221 
OF  THE  ACT. 

la)  Computational  Rules.— 

(1)  Paragraph  (1)  of  section  7702(e)  (relat- 
ing to  computational  rules)  is  amended— 

(A)  by  striking  out  "shall  6e  no  earlier 
than"  in  subparagraph  (B)  and  inserting  in 
lieu  thereof  "shall  be  deemed  to  be  no  earlier 
than". 
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(B)  by  striking  out  "and"  at  the  end  of 
sul>paragraph  (B), 

(C)  by  redesignating  subparagraph  (C)  as 
subparagraph  (D)  and  inserting  after  sub- 
paragraph (B)  the  following  new  subpara- 
graph: 

"(C)  the  death  benefiU  shall  be  deemed  to 
be  provided  until  the  maturity  date  deter- 
mined by  talcing  into  account  subparagraph 
(B),  and",  and 

(D)  by  striking  out  "the  maturity  date  de- 
scribed in  subparagraph  (B)"  in  subpara- 
graph (D)  (as  so  redesignated)  and  inserting 
in  lieu  thereof  "the  maturity  date  deter- 
mined by  taking  into  account  subparagraph 
(B)". 

(2)  Subparagraph  (C)  of  section  7702(b)(2) 
is  amended  by  striking  out  "subparagraphs 
(A)  and  (C)"  and  inserting  in  lieu  thereof 
"sul»paragraphs  (A)  and  (D)". 

(3)  Section  7702(e)(1)  is  amended  by  in- 
serting "(other  than  subsection  (d))"  after 
"section". 

(4)  Section  7702(e)(2)  is  amended— 

(A)  by  striking  out  "and"  at  the  end  of 
subparagraph  (A), 

(B)  by  striking  out  the  period  at  the  end  of 
subparagraph  (B),  and  inserting  in  lieu 
thereof  a  comma  and  "and",  and 

(C)  by  adding  at  the  end  thereof  the  follow- 
ing new  subparagraph: 

"(C)  for  purposes  of  the  cash  value  accu- 
mulation test  the  death  benefit  increases 
may  be  taken  into  account  if  the  contract— 

"(i)  has  an  initial  death  benefit  of  $5,000 
or  less  and  a  maximum  death  benefit  of 
S25,000  or  less, 

"(ii)  provides  for  a  fixed  predetermined 
annual  increase  not  to  exceed  10  percent  of 
the  initial  death  benefit  or  8  percent  of  the 
death  benefit  at  the  end  of  the  preceding 
year,  and 

"(Hi)  was  purchased  to  cover  payment  of 
burial  expenses  or  in  connection  with  prear- 
ranged funeral  expenses. 
For  purposes  of  subparagraph  (C),  the  ini- 
tial death  benefit  of  a  contract  shall  be  de- 
termined by  treating  all  contracts  issued  to 
the  same  contract  owner  as  1  contract " 

(b)  Clarification  OF  Section  7702(f)(7).— 

(1)  Paragraph  (7)  of  section  7702(f)  (relat- 
ing to  adjustments)  is  amended  to  read  as 
follows: 

"(7)  Adjustments.— 

"(A)  In  GENERAL.— If  there  is  a  change  in 
the  benefits  under  (or  in  other  terms  of)  the 
contract  which  was  not  reflected  in  any  pre- 
vious determination  or  adjustment  made 
under  this  section,  there  shall  be  proper  ad- 
justments in  future  determinations  made 
under  this  section. 

"(B)  Rule  for  certain  changes  during 

FIRST  IS  YEARS.— If— 

"(i)  a  change  described  in  subparagraph 
(A)  reduces  benefits  under  the  contract 

"(ii)  the  change  occurs  during  the  15-year 
period  beginning  on  the  issue  date  of  the 
contract  and 

"(Hi)  a  cash  distribution  is  made  to  the 
policyholder  as  a  result  of  such  change, 
section  72  (other  than  subsection  (e)(5) 
thereof)  shall  apply  to  such  cash  distribu- 
tion to  the  extent  it  does  not  exceed  the  re- 
capture ceiling  determined  under  subpara- 
graph (C)  or  (D)  (whichever  applies). 

"(C)  Recapture  ceiung  where  change 
OCCURS  DURING  FIRST  5  YEARS.— If  the  Change 
referred  to  in  subparagraph  (B)(ii)  occurs 
during  the  5-year  period  beginning  on  the 
issue  date  of  the  contract  the  recapture  ceil- 
ing is— 

"(i)  in  the  case  of  a  contract  to  which  suth 
section  (a)(1)  applies,  the  excess  of— 

"(I)  the  cash  surrender  value  of  the  con- 
tract immediately  before  the  reduction,  over 
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"(II)  the  net  single  premium  (determined 
under  subsection  (b)),  immediately  after  the 
reduction,  or 

"(ii)  in  the  case  of  a  contract  to  which 
subsection  (a)(2)  applies,  the  greater  of— 

"(I)  the  excess  of  the  aggregate  premiums 
paid  under  the  contract  immediately  before 
the  reduction,  over  the  guideline  premium 
limitation  for  the  contract  (determined 
under  subsection  (c)(2),  taking  into  account 
the  adjustment  described  in  subparagraph 
(A)),  or 

"(II)  the  excess  of  the  cash  surrender  value 
of  the  contract  immediately  before  the  re- 
duction, over  the  cash  value  corridor  of  sub- 
section (d)  (determined  immediately  after 
the  reduction). 

"(D)    Recapture   ceiung    where   change 

OCCURS    AFTER    STH    YEAR    AND    BEFORE    ISTH 

YEAR.— If  the  change  referred  to  in  subpara- 
graph (B)  occurs  after  the  5-year  period  re- 
ferred to  under  subparagraph  (C),  the  recap- 
ture ceiling  is  the  excess  of  the  cash  surren- 
der value  of  the  contract  immediately 
before  the  reduction,  over  the  cash  value  cor- 
ridor of  subsection  (d)  (determined  immedi- 
ately after  the  reduction  and  whether  or  not 
subsection  (d)  applies  to  the  contract). 
"(E)  Treatment  of  certain  distributions 

MADE  IN  anticipation  OF  BENEFIT  REDUC- 
TIONS.—Under  regulations  prescribed  by  the 
Secretary,  subparagraph  (B)  shall  apply  also 
to  any  distribution  made  in  anticipation  of 
a  reduction  in  benefits  under  the  contract 
For  purposes  of  the  preceding  sentence,  ap- 
propriate adjustments  shall  be  made  in  the 
provisions  of  subparagraphs  (C)  and  (D); 
and  any  distribution  which  reduces  the  cash 
surrender  value  of  a  contract  and  which  is 
made  unthin  2  years  before  a  reduction  in 
benefits  under  the  contract  shall  be  treated 
as  made  in  anticipation  of  such  reduction. " 
(2)  Subparagraph  (A)  of  section  7702(f)(1) 
(defining  premiums  paid)  is  amended  by 
striking  out  "less  any  other  amounts  re- 
ceived" and  inserting  in  lieu  thereof  "less 
any  excess  premiums  with  respect  to  which 
there  is  a  distribution  described  in  subpara- 
graph (B)  or  (E)  of  paragraph  (7)  and  any 
other  amounts  received". 

(c)  Clarification  of  Treatment  of  Con- 
tracts Which  Do  Not  Meet  Test.— Clause 
(ii)  of  section  7702(g)(1)(B)  (defining 
income  on  the  contract)  is  amended  to  read 
as  follows: 

"(ii)  the  premiums  paid  (as  defined  in  sub- 
section (f)(1))  under  the  contract  during  the 
taxable  year. " 

(d)  Treatment  of  Flexible  Premium  Con- 
tracts Issued  During  1984  Which  Meet  New 
Requirements.— Subsection  (b)  of  section 
221  of  the  Tax  Reform  Act  of  1984  (relating 
to  1-year  extension  of  flexible  premium  con- 
tract provisions)  is  amended  by  adding  at 
the  end  thereof  the  following  new  para- 
graph: 

"(3)  TRANsmoNAL  RULE.— Any  flexible  pre- 
mium contract  issued  during  1984  which 
meets  the  requirements  of  section  7702  of  the 
Internal  Revenue  Code  of  1954  (as  added  by 
this  section)  stiall  6c  treated  as  meeting  the 
requirements  of  section  101(f)  of  such  Code." 

(e)  Treatment  of  Certain  Contracts 
Issued  Before  October  1,  1984.— Clause  (i) 
of  section  221(d)(2)(C)  of  the  Tax  Reform 
Act  of  1984  (relating  to  certain  contracts 
issued  before  October  1,  1984)  is  amended— 

(1)  by  striking  out  "in  clause  (i)  thereof' 
in  the  material  preceding  subclattse  (I),  and 

(2)  6v  striking  out  "any  mortality 
charges"  in  subclause  (I)  and  inserting  in 
lieu  thereof  "any  mortality  charges  and  any 
initial  excess  interest  guarantees". 
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SEC.  ISit  AMENDMENTS  RELATED  TO  SECTION  tti 
OF  THE  ACT. 

(a)  Exception  for  Annuity  Contracts 
Which  Are  Part  of  Quaufied  Plans.— Sub- 
section (s)  of  section  72  (relating  to  required 
distributions  where  holder  dies  before  entire 
interest  is  distributed)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph' 

"(S)    Exception  for   annuity   contracts 

WHICH   ARE    PART    OF    QUALIFIED    PLANS.— ThiS 

subsection  shall  not  apply  to  any  annuity 
contract— 

"(A)  which  is  provided— 

"(i)  under  a  plan  described  in  section 
401(a)  which  includes  a  trust  exempt  from 
tax  under  section  SOI,  or 

"(ii)  under  a  plan  described  in  section 
403(a). 

"(B)  which  is  described  in  section  403(b), 
or 

"(C)  which  is  an  individual  retirement  an- 
nuity or  provided  under  an  individual  re- 
tirement account  or  annuity. " 

(b)  Special  Rules  Where  Holder  Is  Not 
Individual,  Etc.— 

(1)  Subsection  (s)  of  section  72  (relating  to 
re<iuired  distributions  where  holder  dies 
before  entire  interest  is  distributed)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraphs: 

"(6)  Special  rule  where  holder  is  corpo- 
ration OR  OTHER  NON-INDIVIDUAL.— 

"(A)  In  general.— For  purposes  of  this  sub- 
section, if  the  holder  of  the  contract  is  not 
an  individual,  the  primary  annuitant  shall 
be  treated  as  the  holder  of  the  contract 

"(B)  Primary  annuitant.— For  purposes  of 
subparagraph  (A),  the  term  'primary  annui- 
tant' means  the  individual,  the  events  in  the 
life  of  whom  are  of  primary  importance  in 
affecting  the  timing  or  amount  of  the 
payout  under  the  contract 

"(7)  Treatment  of  changes  in  primary  an- 
nuitant WHERE  HOLDER  OF  CONTRACT  IS  NOT  AN 

individual.- For  purposes  of  this  subsection, 
in  the  case  of  a  holder  of  an  annuity  con- 
tract which  is  not  an  indimdual,  if  there  is 
a  change  in  a  primary  annuity  (as  defined 
in  paragraph  (6)(B)),  such  change  shall  tie 
treated  as  the  death  of  the  holder. " 

(2)  Paragraph  (1)  of  section  72(s)  is 
amended  by  striking  out  "the  holder  of  such 
contract"  each  place  it  appears  and  insert- 
ing in  lieu  thereof  "ony  holder  of  such  con- 
tract". 

(3)  Paragraph  (4)  of  section  72(e)  (relating 
to  amounts  not  received  as  annuities)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subparagraph' 

"(C)  Treatment  of  transfers  without  ade- 
quate CONSIDERATION.— 

"(i)  In  general.— If  an  individual  who 
holds  an  annuity  contract  transfers  it  with- 
out full  and  adequate  consideration,  such 
individual  shall  be  treated  as  receiving  an 
amount  equal  to  the  excess  of— 

"(I)  the  cash  surrender  value  of  such  con- 
tract at  the  time  of  transfer,  over 

"(II)  the  investment  in  such  contract  at 
such  tiine, 

under  the  contract  as  an  amount  not  re- 
ceived as  an  annuity. 

"(ii)  Exception  for  certain  transfers  be- 
tween SPOUSES  OR  former  SPOUSES.— Clausc 
(i)  shall  not  apply  to  any  transfer  to  which 
section  1041(a)  (relating  to  transfers  of 
property  between  spouses  or  incident  to  di- 
vorce) applies. 

"(Hi)  Adjustment  to  investment  in  con- 
tract OF  TRANSFEREE.— If  Under  clausc  (i)  an 
amount  is  included  in  the  gross  income  of 
the  transferor  of  an  annuity  contract  the 
investment  in  the  contmct  of  the  transferee 
in  such  contract  shall  be  increased  by  the 
amount  so  included. " 


(4)  The  amendments  made  by  this  subsec- 
tion shall  apply  to  contracts  issued  after  the 
date  which  is  6  months  after  the  date  of  the 
enactment  of  this  Act  in  taxable  years 
ending  after  such  date. 

(c)  Clarification  of  Exception  for  Distri- 
bution After  Death.— Effective  with  respect 
to  distributions  made  after  the  date  6 
months  after  the  date  of  .the  enactment  of - 
this  Act  subparagraph  (B)  of  section 
72(q)(2)  (relating  to  5-percent  penalty  for 
premature  distributions  from  annuity  con- 
tracts) is  amended  to  read  as  follows: 

"(B)  made  on  or  after  the  death  of  the 
holder  (or,  where  the  holder  is  not  an  indi- 
vidual, the  death  of  the  primary  annuitant 
(as  defined  in  subsection  (s)(6)(B))),". 

(d)  Exception  for  Annuities  Which  are 
Qualified  Funding  Assets.— Paragraph  (2) 
of  section  72(q)  (relating  to  5-percent  penal- 
ty for  premature  distributions  from  annuity 
contracts)  is  amended  by  striking  out  "or" 
at  the  end  of  subparagraph  (E),  by  striking 
out  the  period  at  the  end  of  subparagraph 
(F)  and  inserting  in  lieu  thereof  ",  or",  and 
by  adding  at  the  end  thereof  the  following 
new  subparagraph: 

"(G)  under  a  qualified  funding  asset 
(within  the  meaning  of  section  130(d),  but 
without  regard  to  whether  there  is  a  quali- 
fied assignment). " 

SEC.  1817.  amendments  RELATED  TO  SECTION  tU 
OF  THE  ACT. 

(a)  Determination  of  Costs  in  the  Case  of 
Discriminatory  Plans.— 

(1)  In  general.— Subparagraph  (B)  of  sec- 
tion 79(d)(1)  (relating  to  nondiscrimination 
requirements)  is  amended  to  read  as  follows: 

"(B)  the  cost  of  group-term  life  insurance 
on  the  life  of  any  key  employee  shall  be  the 
greater  of— 

"(i)  such  cost  determined  unthout  regard 
to  subsection  (c),  or 

"(ii)  such  cost  determined  with  regard  to 
subsection  (c). " 

(2)  Effective  date.— The  amendment  made 
by  paragraph  (1)  shall  apply  to  taxable  years 
ending  after  the  date  of  the  enactment  of 
this  Act 

(b)  Clarification  of  Effective  Date.— 

(1)  Subparagraph  (A)  of  section  223(d)(2) 
of  the  Tax  Reform  Act  of  1984  (relating  to 
treatment  of  former  employees  in  case  of  ex- 
isting group-term  insurance  plans)  is 
amended  by  striking  out  the  material  follow- 
ing clause  (ii)  and  inserting  in  lieu  thereof 
the  following: 

"but  only  vnth  respect  to  on  individual  who 
attained  age  55  on  or  before  January  1, 
1984,  and  was  employed  by  such  employer 
(or  a  predecessor  employer)  at  any  time 
during  1983.  Such  amendments  also  shall 
not  apply  to  any  employee  who  retired  from 
employment  on  or  before  January  1,  1984, 
and  who,  when  he  retired,  was  covered  by 
the  plan  (or  a  predecessor  plan). " 

(2)  Subparagraph  (C)  of  section  223(d)(2) 
of  the  Tax  Reform  Act  of  1984  is  amended  by 
striking  out  "after  December  31,  1986,"  and 
by  striking  out  "shall  not  be  taken  into  ac- 
count" and  inserting  in  lieu  thereof  "may, 
at  the  employer's  election,  tte  disregarded". 

(3)  Comparable  successor  plans.— Para- 
graph (2)  of  section  223(d)  of  the  Tax 
Reform  Act  of  1984  is  amended  by  adding  at 
the  end  thereof  the  following  new  subpara- 
graph' 

"(D)  Comparable  successor  plans.— For 
purposes  of  subparagraph  (A),  a  plan  sheUl 
not  fail  to  be  treated  as  a  comparable  suc- 
cessor to  a  plan  descrH>ed  in  sub7>aragraph 
(A)(i)  with  respect  to  any  employee  whose 
benefits  do  not  increase  under  the  successor 
plan. " 


(c)  Definition  of  Key  Employee.— Para- 
graph (6)  of  section  79(d)  (defining  key  em- 
ployee) is  amended— 

(1)  by  striking  out  all  that  follows  "section 
416(i)"  and  inserting  in  lieu  thereof  a 
period,  and 

(2)  by  adding  at  the  end  thereof  the  follow- 
ing new  sentence:  "Such  term  also  includes 
any  retired  employee  if  sxich  employee  when 
he  retired  or  separated  from  service  was  a 
key  employee. " 

(d)  Separate  Treatment  of  Former  Em- 
ployees.—Subsection  (d)  of  section  79  (relat- 
ing to  nondiscrimination  requirements)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(8)  Treatment  of  former  employees.— To 
the  extent  provided  in  regulations,  this  sub- 
section shall  be  applied  separately  with  re- 
spect to  former  employees. " 

(e)  Coordination  With  Section  83.— Para- 
graph (5)  of  section  83(e)  is  amended  by 
striking  out  "the  cost  of- 

SEC.  I82S.  AMENDMENT  RELATED  TO  SECTION  114  OF 
THE  ACT. 

Paragraph  (1)  of  section  1035(b)  (defining 
endowment  contract)  is  amended  by  strik- 
ing out  "subject  to  tax  under  subchapter  L". 

SEC.  IS29.  WAIVER  OF  l.\TEREST  ON  CERTAIN  UN- 
DERPA  YMENTS  OF  TAX. 

No  interest  shall  be  payable  for  any  period 
before  July  19,  1984,  on  any  underpayment 
of  a  tax  imposed  by  the  Internal  Revenue 
Code  of  1954,  to  the  extent  such  underpay- 
ment was  created  or  increased  by  any  provi- 
sion of  subtitle  A  of  title  II  of  the  Tax 
Reform  Act  of  1984  (relating  to  taxation  of 
life  insurance  companies). 

SEC.  IMt.  SCOPE  OF  SECTION  t$i  OF  THE  TAX 
EQUITY  AND  FISCAL  RESPONSIBIUTY 
ACT  OF  I  HI 

In  the  case  of  any  taxable  year  tieginning 
before  January  1,  1982,  in  applying  the  pro- 
visions of  section  255(c)(2)  of  the  Tax 
Equity  and  Fiscal  Responsibility  Act  of 
1982,  the  Internal  Revenue  Service  shall  give 
full  and  complete  effect  to  the  terms  of  any 
modified  coinsurance  contract  The  terms  to 
be  given  effect  within  the  meaning  of  this 
provision  shall  include,  but  are  not  limited 
to,  the  effective  date  and  investment  income 
rate  as  stated  in  such  contract 

CHAPTER  3-AMENDMENTS  RELATED 
TO  TITLE  III  OF  THE  ACT 

SEC.  ISJI.  AMENDMENT  RELATED  TO  SECTION  Ml  OF 
THE  ACT. 

Clause  (iv)  of  section  170(b)(1)(C)  (defin- 
ing capital  gain  property)  is  amended  by 
striking  out  "this  subparagraph"  and  insert- 
ing in  lieu  thereof  "this  paragraph". 

SEC.  1832.  AMENDMENT  RELATED  TO  SECTION  S$l  OF 
THE  ACT. 

Paragraph  (2)  of  section  4940(e)  (relating 
to  requirements)  is  amended  try  striking  out 
subparagraph  (B)  and  the  material  follow- 
ing such  subparagraph  and  inserting  in  lieu 
thereof  the  following: 

"(B)  such  private  foundation  was  not 
liable  for  tax  under  section  4942  with  re- 
spect to  any  year  in  the  ftose  period. " 

SEC  ISSX  AMENDMENT  RELATED  TO  SECTION  itS  OF 
THE  ACT. 

Section  6214(c)  is  amended  by  striking  out 
"section  4962(b)"  and  inserting  in  lieu 
thereof  "section  4963(b)". 

SEC  I8U.  AMENDMENT  RELATED  TO  SECTION  ill  OF 
THE  ACT. 

Sub]>aragraph  (A)  of  section  311(a)(3)  of 
the  Tax  Reform  Act  of  1984  is  amended  by 
striking  out  "a  State  law"  and  inserting. in 
lieu  thereof  "a  State  law  (origiTuUly  enacted 
on  April  22,  1977)". 
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TO  TITLE  IV  OF  THE  ACT  of  section   7701(a)  (defining  husband  and        "(S)  Exceptions - 
SEC  in,.  AMESDiiE/^  RELATED  TO  SECTios  4„  OF    v>ife  OS  including  former  husband  and  unfe)       ",a)  Where  PAYMEirr  ceases  by  reason  of 

latAtT.  ts  amended  by  stnktng  out  "and  682"  and    death  or  BKMAKtuAnr     j>n^„^^t,  ii>  .1.-11 

Sectton  M5<  (relating  to  faUure  by  indi-  inserting  in  lieu  thereof  '•  682.  and  2516"          n^tlvply  ^''*"°^— ^«~»~P*  'i'  *'»«« 

^^J"  J^^'w""'""!**'   income   tax)   is  SEC  ,mx  AMBNBMEyTS  related  to  section  4tt        "(i)  either  spouse  dies  before  the  close  of 

amended  by  redesignating  subsections  (j),  oftheact.                                          th„  1,^  J^^lt^^f^,-                      ,,.          ^ 

(k).  and  (I)  as  subsections  (k).  (I),  and  (m).  (a)  Cross  REFERENCE.-Section  71  (relating    S^,^?^am^5  Sore  uL^cloZ  S}'Z1Z 

I^hJT^JP'^  ^  ""''""2*'  i^  '"''*«^-  ^  *^*'^"''  """^  '^"^^  maintenance  pay     TJtZ^tZye^al^       *'  °^  ^  ^"^ 

tton  (t)  the  foUovnng  neu)  subsection:  menU)  U  amended  bv  addina  at  ««.  Vnrf    *~"  j>'=*^"'^""""  ^ear,  otmi 

"(j)    Specul     Rules     for     Nonresident  U^f^fo^^ngv^wlub^fctton.                        ^^J  the  alimony  or  separate  maintenance 

ALiENS.-In  the  case  of  a  nonresident  alien  ^^  Cross  ^^^nV^ -                                Payments  cease  by  reason  of  such  death  or 

described  in  section  6072(c):  „                                                                       remamage. 

"(1)    Payable   in    3    installments.— There  "(D  Eor  deduction  of  alimong  or  separate  main-        "/B)  Support  payments.— For  purposes  of 

shall  be  3  reijuired  installments  for  the  tax-  tenaitee  patments,  see  section  215.                             this  subsection,  the  term  'alimony  or  sepa- 

ableyear.  "(2)  For  taxable  status  of  income  of  an  estate  or     ^^^e   maintenance  payment'  shall   not  in- 

"(2)  Time  for  payment  of  installments.—  *""*  •"  **«  ~**  of  divorce,  etc,  tee  section  682."    elude  any  payment  received  under  a  decree 

The   due   dates  for   required   installments  (bj  Instrument  Not  fiiroi/wjcn  m  «:pr^,rv    <^«<^"'«<' »«  subsection  (b)(2)(C). 

under  thU  subsection  shaU  be  determined  Absence^f  f^ilZ  To  I^e  Pavm^JZ        "'^'   '"'-^"tmtvw   payments  not   wmaN 

under  the  following  table.-  f^RD^L^u^raZp^D)  of  lectin     ^^"^"t  °V*'°^.  SPOUSE.-For  purposes  of 

'Im  the  caoe  of  the  fat.                The  due  date  is:  71(b)(1)     (defining  ^m^y    or    sJ^amte     t^  »«&«.«<^/«'«.  Oie  term  -alimony  or  sepa- 

l^iM     required    i-  maintenanT pa^ts)    U    aL^ZdX     ^LZ^vi^^t'^'ZV^^iJ^f  "*"   T 

•*^'^"  »"^'»«'  «"'  "^'"»<*  ^  '''"O'^e  o^  separation     l^Jnt  teT^lflL^n  ^^«     f  ""^ 

{*«: June  15  instrument  states  that  there  is  no  such  li-    '^"^  nfLf  ,Ji?  l^      ^,  habUity  (over  a 

2nd September  15  ability)"                                                               penod  of  not  less  than  3  years)  to  pay  a 

3"^ January  15  of  m  Re'computation  Where  Excess  Front-     „  f !!^rfl°"  *"■  »°'''»0'"  °^  ^  *»<'<"««  f">^ 

the  following  loading  of  Aumony  Pa  yments.-                        Lt'l^^X™'^'^''  Z  "^"'T  <^^Pf^''- 
taxable  year.  ,1,  is  OENERAL-Subsection  (f)  of  section     '»?« /o;««Pto»7nen«  or  seU-employmenL 
"(3)  Amount  of  required  installments.-  71  is  amended  to  read  as  foUows:                          .  iZ'  Po^separation  YEARs.-For  purposes 
"(A)  First  required  iNSTAUJtENT.-In  the  "(f)  Recomputation  Where  Excess  Front-     ?•          ^osection,  the  term  '1st  post-separa- 
case  of  the  first  required  installment,  subsec-  Loading  of  Aumony  Payments—                            ?"  i'^?/'   m.eans  the  1st  calendar  year  in 
tion  (d)  shall  be  applied  by  substituting  '50  "(1)  In  general. -U  there  are  excess  alimo-                    ,  *"*'""'  *PO"««  P«»<^  to  the  payee 
percent'   for     25    percent'    in    subsection  ny  paymenU-                                                      spouse  alimony  or  separaU  maintenance 
(d)(1)(A).  "(A)  the  payor  spouse  shaU  include  the    P^V^^J^ts  to  which  this  section  applies.  The 
"(B)  Determination  OF  APPUCABLE  PERCENT-  amount  of  such  excess  paymenU  in  gross     7^     ,  ?     3i^  post-separation  years  shall  be 
AaE.-The   applicable   percentage  for  pur-  income  for  the  payor  spouse's  taxable  year    the  1st  and  2nd  succeeding  caUndar  years. 
poses  of  subsection   (d)(2)  shall  be  deter-  beginning  in  the  3rd  post-separation  year     ^^J^'^tively. 
mined  under  the  foUowing  table:  and                                                                  '        (2)  Effective  dates.— 
"Im  the  case  of  the  fol-                   The  applicable  "IB)  the  payee  spouse  shall  be  allowed  a        "'^'  ^^  o^/'^^-TTie  amendment  made 
hwint     required    in-                    percentage  is:  deduction    in    computing    adjusted    gross     ^  Paragraph  (1)  shaU  apply  with  respect  to 
stailmentt:  income  for  the  amount  of  such  excess  pay-     ?*"'r^5  °^  separation  instrumenU  (as  de- 
ist                    «  ments  for  the  payee's  taxable  year  beginning    ■""*"  !I*  faction  71(b)(2)  of  the  Internal  Rev- 

2nd 67.5  in  the  3rd  post-separation  year                           Vi^S                     execuUd  after  December 

3rd. 90."  "(2)  Excess  aumony  payments.— For  pur-        ,.;„,., 

SEC  iS4t  amendments  reuted  TO  SECTION  HI  »<>»"  «/  this  subsection,  the  term  'excess  ali-    ^^J"'  modifications  of  instruments  exe- 

OF  THE  ACT.  mony  paymenU' mean  the  sum  of-                    cuted  before  January  1,  issi.-The  amend- 

(a)  Coordination  With  Section  I041.-Sec-  "'*>  the  excess  payments  for  the  1st  post-  ^^  .^'^^  ^J'.  Paragraph  (1)  shall  also 
tion  267  (relating  to  losses,  expenses,  and  in-  separation  year,  and  "PP'f  to  any  divorce  or  separation  instru- 
terest  with  respect  to  transactions  between  "<B)  the  excess  payments  for  the  2nd  post-  ™f"'  "^J°  defined)  executed  before  Janu- 
related  taxpayers)  U  amended  by  adding  at  separation  year.  V^J-tf^'  ''^j  modified  on  or  after  such 
the  end  thereof  the  foUowing  new  subsec-  "'3>  Excess  payments  for  ist  post-separa-  °?^  ,Y  rnodification  expressly  provides 
tion:  TION  YEAR.-For  purposes  of  thU  subsection,     "t,,"^  amendments  made  by  paragraph  (1) 

"(g)  Coordination  With  Section  1041.-  the  amount  of  the  excess  paymenU  for  the    '"'I"  'i^^^^  '"  ^^'^  modification. 

Subsection   (a)(1)  shaU  not  apply  to  any  ^st  post-separation  year  is  the  excess   Of     .  'v  Transitional  rule.— In  the  case  of  any 

transfer  descnbed  in  section  1041(a)  (relat-  any)  of-                                                               instrument  to  which  the  amendment  made 

ing  to  transfers  of  property  between  spouses  "<A>  the  amount  of  the  alimony  or  sepa-     ov  Paragraph  (1)  does  not  apply,  paragraph 

or  incident  to  divorce)."  rate   maintenance  paymenU  paid   by   the     '^' of  section  71(f)  of  the  Internal  Revenue 

(b)  Treatment  of  Transfers  in  Trust  Payor  spouse  during  the  1st  post-separation  Yu^  *Y  ^^^^J°^  *"  ^f^'^t  on  the  day  before 
Where  Liability  Exceeds  Basis. -Sec tion  Veor.  over  the  date  of  the  enactment  of  this  Act)  shaU 
1041  (relating  to  transfers  of  property  be-  "<B)  the  sum  of-  "W'J'  only  with  respect  to  the  first  3  post- 
tioeen  spouses  or  incident  to  divorce)  is  "<i>  the  average  of—                                          separation  years. 

amended  by  adding  at  the  end  thereof  the  "'t>  the  alimony  or  separate  maintenance        'd)   Clerical  Amendment.— Subparagraph 

foUowing  new  subsection:  paymenU  paid  by  the  payor  spouse  during     '^'  of  section  71(c)(2)  (relating  to  treatment 

"(e)  TRANsnRS  IN  Trust  Where  Liability  the  2nd  post-separation  year,  reduced  by  the    °^  certain  reductions  related  to  contingency 

Exceeds   Basis.— Subsection    (a)   shall   not  excess  paymenU  for  the  2nd  post-separation     *'»»o'»^ns'  child)  is  amended  by  striking  out 

apply  to  the  transfer  of  property  in  trust  to  year,  and                                                              "specified  in  paragraph  (1)"  and  inserting 

the  extent  that—  "(II)  the  alimony  or  separate  maintenance    *"  ?*"  thereof  "specified  in  subparagraph 

"(1)  the  sum  of  the  amount  of  the  liabil-  paymenU  paid  by  the  payor  spouse  during     tA)". 

ities  assumed,  plus  the  amount  of  the  liabil-  the  3rd  post-separation  year,  plus                       SEC  IS44.  amendments  RELATED  to  SECTION  4SI 

ities  to  which  the  property  is  subject,  exceeds  "<ii)  tl5,000.                                                                        Of  THE  act. 

"(2)  the  total  of  the  adjusted  basU  of  the  "(4)  Excess  payments  for  2nd  post-separa-        fa)  Definition  of  Related  Person.— Clause 

property  transferred.  tion  year.— For  purposes  of  thU  subsection,     <v)  of  section  46(c)(8)(D)  is  amended  by 

Proper  aOjuatment  shall  6e  made  under  *u6-  the  amount  of  the  excess  paymenU  for  the    striking  out  "clause  (i)"  and  inserting  in 

section  (b)  in  the  tmsis  of  the  transferee  in  2nd  post-separation  year  w  the  excess  (if    lieu  thereof  "thU  subparagraph", 

such  property  to  take  into  account  gain  rec-  any)  of—                                                                  (b)  Clarification  of  Recapture.— 

ogniz^   by   reason   of  the  preceding  sen-  "(A)  the  amount  of  the  alimony  or  sepa-        (1)  Paragraph  (1)  of  section  47(d)  (relating 

t^ftce. "  rate  maintenance  paymenU  paid   by   the    to  increases  in  nonqualified  nonrecourse  fi- 

(c)  Treatment  of  Certain  Transfers  in  payor  spouse  during  the  2nd  post-separation     nancing)  is  amended— 

Trust.— Subsection  (g)  of  section  453B  (re-  year,  over                                                                (A)  by  striking  out  "reducing  the  qualified 

lating  to  transfers  between  spouses,  or  inci-  "(B)  the  sum  of—                                              investment"  and  inserting  in  lieu  thereof 

dent  to  divorce)  is  amended  by  striking  out  "(i)  the  amount  of  the  alimony  or  separate     "reducing  the  credit  base  (as  defined  in  sec- 

'yection  1041"  and  inserting  in  lieu  thereof  maintenance  paymenU  paid  tty  the  payor    tion  48(c)(8)(C))",  and 

"section   1041    (other  than   a   transfer  in  spouse  during  the  3rd  post-separation  year,        (B)  by  adding  at  the  end  thereof  the  fol- 

*"*'*^  "•  Ptus                                                                   lowing  new  sentence-  "For  purposes  of  deter- 
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mining  the  amount  of  credit  subject  to  the 
early  disposition  or  cessation  rules  of  sub- 
section (a),  the  net  increase  in  the  amount 
of  the  nonqualified  nonrecourse  financing 
with  respect  to  the  property  shall  be  treated 
as  reducing  the  property's  credit  base  (and 
correspondingly  reducing  the  qualified  in- 
vestment in  the  property)  in  the  year  in 
which  the  property  was  first  placed  in  serv- 
ice." 

(2)  Subparagraph  (F)  of  section  47(dK3)  « 
hereby  repealed. 

(3)  Subparagraph  (A)  of  section  46(c)(9) 
(relating  to  subsequent  decreases  in  non- 
qiuUified  nonrecourse  financing  with  re- 
spect to  property)  is  amended  by  striking 
out  "additional  qualified  investment  in" 
and  inserting  in  lieu  thereof  "an  increase  in 
the  credit  base  for". 

(4)  (Clause  (i)  of  section  47(d)(3)(E)  is 
amended  by  inserting  before  the  semicolon 
at  the  end  thereof  the  following:  "reduced  by 
the  sum  of  the  credit  recapture  amounts 
unth  respect  to  such  property  for  all  preced- 
ing taxable  years". 

(5)  Clause  (i)  of  section  46(c)(9)(C)  is 
amended  by  striking  out  "any  increase  in  a 
taxpayer's  qualified  investment"  and  all 
that  follows  down  through  the  period  at  the 
end  thereof  and  inserting  in  lieu  thereof  the 
following:  "any  increase  in  a  taxpayer's 
credit  base  for  any  property  by  reason  of 
this  paragraph  shall  be  taken  into  account 
as  if  it  were  property  placed  in  service  by 
the  taxpayer  in  the  taxable  year  in  which 
the  property  referred  to  in  subparagraph  (A) 
was  first  placed  in  service. " 

SEC.  IMS.  AMENDMENT KELATED  TO  SECTION  tSt  OF 
THE  ACT. 

Section  456  of  the  Tax  Reform  Act  of  1984 
is  amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(d)  Section  452.— The  amendment  made 
by  section  452  shall  apply  to  products  manu- 
factured or  produced  after  October  31, 
1984." 

SEC  lUS.  AMENDMENTS  RELATED  TO  SECTION  47Z 
OF  THE  ACT. 

Subsection  (d)  of  section  39  (relating  to 
transitional  rules)  is  amended— 

(1)  by  striking  out  "or  44G"  in  paragraph 
(1)(A)  and  inserting  in  lieu  thereof  "or  44G 
(as  in  effect  before  the  enactment  of  the  Tax 
Reform  Act  of  1984)",  and 

(2)  by  striking  out  "as  so  defined  in  sec- 
tion 25(b)"  in  paragraph  (2)(B)  and  insert- 
ing in  lieu  thereof  "as  defined  in  section 
26(b)". 

SBC.  1847.  AMENDMENTS  RELATED  TO  SECTION  474 
OF  THE  ACT. 

(a)  BiiNiMUM  Tax  Amendments.— 

(1)  Subparagraph  (A)  of  section  SS(c)(3) 
(relating  to  carryover  and  carryback  of  cer- 
tain credits)  is  amended  by  striking  out  "of 
such  limitation"  and  inserting  in  lieu  there- 
of "of  such  credit  allowable". 

(2)  Effective  with  respect  to  taxable  years 
beginning  after  December  31,  1982,  clause  (i) 
of  section  55(c)(2)(E)  (relating  to  special 
rule  for  applying  section  904(c))  is  amended 
to  read  as  follows: 

"(i)  the  limitation  of  section  904(a)  shall 
be  deemed  to  be  the  amount  of  foreign  tax 
credit  alloioable  under  section  27(a)  in  com- 
puting the  regular  tax  for  the  taxable  year 
increased  by  the  amount  of  the  limitation 
determined  under  subparagraph  (C),  and". 

(b)  Clerical  Amendments.- 

(1)  The  clause  heading  for  clause  (Hi)  of 
section  30(b)(2)(D)  is  amended  by  striking 
out  "NEW  JOBS  OR  WIN  CREorr"  and  inserting 
in  lieu  thereof  "targeted  jobs  credit". 

(2)  Paragraph  (1)  of  section  86(f)  is 
amended      by      striking      out      "section 


37(c)(3)(A)"  and  inserting  in  lieu  thereof 
"section  22(c)(3)(A)". 

(3)  Subparagraph  (C)  of  section  151(e)(5) 
is  amended  by  striking  out  "section  37(e)" 
and  inserting  in  lieu  thereof  "section  22(e)". 

(4)  Cnause  (i)  of  section  415(c)(3)(C)  is 
amended  by  striking  out  "section  37(e)(3)" 
and  inserting  in  lieu  thereof  "section 
22(e)(3)". 

(5)  Paragraph  (9)  of  section  422A(c)  is 
amended  by  striking  out  "section  37(e)(3)" 
and  inserting  in  lieu  thereof  "section 
22(e)(3)". 

(6)  Paragraph  (5)  of  section  48(1)  is 
amended— 

(A)  by  striking  out  "section  44C(c)"  and 
inserting  in  lieu  thereof  "section  23(c)",  and 

(B)  by  striking  out  "section 
44C(c)(4)(A)(viii)"  and  inserting  in  lieu 
thereof  "section  23(c)(4)(A)(viii)". 

(7)  Subparagraph  (E)  of  section  108(b)(2) 
is  amended  by  striking  out  "section  33"  and 
inserting  in  lieu  thereof  "section  27". 

(8)  Subsection  (b)  of  section  280C  is 
amended— 

(A)  by  striking  out  "section  29"  each  place 
it  appears  and  inserting  in  lieu  thereof  "sec- 
tion 28",  and 

(B)  by  striking  out  "section  29(b)"  and  in- 
serting in  lieu  thereof  "section  28(b)". 

(9)  Section  6699  is  amended— 

(A)  by  striking  out  "section  44G"  each 
place  it  appears  in  subsections  (a)  and 
(c)(2)(B)  and  inserting  in  lieu  thereof  "sec- 
tion 41 ",  and 

(B)  by  striking  out  "section  44G(c)(l)(B)" 
in  subsection  (a)(4)  and  inserting  in  lieu 
thereof  "section  41(c)(1)(B)". 

(10)  Subsection  (a)  of  section  6411  is 
amended  by  striking  out  "or  unused  busi- 
ness credit"  in  the  second  sentence  thereof 
and  inserting  in  lieu  thereof  "unused  re- 
search credit,  or  unused  business  credit". 

(11)  Subparagraph  (A)  of  section  46(b)(2) 
is  amended  by  striking  out  "48(l)(3)(A)(vii)" 
in  the  table  contained  in  such  subparagraph 
and  inserting  in  lieu  thereof 
"48(l)(3)(A)(viii)". 

(12)  Paragraph  (1)  of  section  163(b)  of  the 
Tax  Reform  Act  of  1984  is  amended  by  in- 
serting "(as  amended  by  sections  211,  314, 
and  4  74  of  thU  Act) "  after  "Section  6501 ". 

(13)  Section  6501  is  amended  by  redesig- 
nating subsection  (n)  as  subsection  (o)  and 
by  inserting  after  subsection  (m)  the  follow- 
ing new  subsection: 

"(n)  Deficiencies  Attributable  to  Elec- 
tion OF  Certain  Credits.— The  period  for  as- 
sessing a  deficiency  attributable  to  (iny  elec- 
tion under  section  40(f)  or  51  (j)  (or  any  rev- 
ocation thereof)  shall  not  expire  before  the 
date  1  year  after  the  date  on  which  the  Sec- 
retary is  notified  of  such  election  (or  revoca- 
tion). " 

(14)  Subsection  (k)  of  section  6501  is 
amended  by  striking  out  "an  investment 
credit  carryback,  or  a  work  incentive  pro- 
gram carryback,  or  a  new  employee  credit 
carryback"  and  inserting  in  lieu  thereof  "or 
a  credit  carryback  (as  defined  in  section 
6511(d)(4)(C))". 

(15)  Subsection  (h)  of  section  6511  (relat- 
ing to  limitations  on  credit  or  refund)  is 
amended— 

(A)  by  striking  out  "section  6501(q)(l)(B)" 
in  paragraph  (1)  and  inserting  in  lieu  there- 
of "section  6501(m)(l)(B)",  and 

(B)  by  striking  out  "section  6501(q)(2)(B)" 
in  paragraph  (2)  and  inserting  in  lieu  there- 
of "section  6501(m)(2)(B)". 

(16)  Paragraph  (1)  of  section  665(d)  is 
amended  fry  striking  out  "subpart  A  of  part 
IV"  and  inserting  in  lieu  thereof  "part  IV". 


SEC.  IMS.  AMENDMENTS  RELATED  TO  SECTION  491 
OF  THE  ACT. 

(a)  Paragraph  (9)  of  section  46(f)  (relating 
to  special  rule  for  additional  credit)  is 
hereby  repealed. 

(b)  Subparagraph  (A)  of  section  401(c)(2) 
(defining  earned  income)  is  amended  by 
striking  out  "sections  404  and  405(c)"  and 
inserting  in  lieu  thereof  "section  404". 

(c)  Subparagraph  ID)  of  section  404(a)(8) 
is  amended  by  striking  out  "the  deductions 
allouxd  by  this  section  and  section  405(0" 
and  inserting  in  lieu  thereof  "the  deduction 
allotoed  by  this  section". 

(d)  The  second  sentence  of  section  2039(e) 
is  amended  by  striking  out  "or  a  bond  de- 
scribed in  paragraph  (3)". 

(e)(1)  Section  6704  is  amended— 

(A)  by  striking  out  "section  6047(e)"  each 
place  it  appears  in  subsection  (a)  and  in- 
serting in  lieu  thereof  "section  6047(d)",  and 

(B)  by  striking  out  "section  S047(t)"  in  the 
section  heading  and  inserting  in  lieu  thereof 
"section  S047(<f)". 

(2)  Subsection  (e)  of  section  6047  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(3)  For  provisions  relating  to  penalty  for  failart 
to  comply  with  the  provisions  of  lubteetion  (d),  tee 
section  6704. " 

(3)  The  table  of  sections  for  subchapter  B 
of  chapter  68  is  amended  by  striking  out 
"section  6047(e)"  in  the  item  relating  to  sec- 
tion 6704  and  inserting  in  lieu  thereof  "sec- 
tion 6047(d)". 

(f)  Subsection  (b)  of  section  4973  (defining 
excess  contributions)  is  amended— 

(1)  by  striking  out  ",  individual  retire- 
ment annuities,  or  bonds"  in  the  material 
preceding  paragraph  (1)  and  inserting  in 
lieu  thereof  "or  individual  retirement  annu- 
ities", 

(2)  by  striking  out  subparagraph  (A)  of 
paragraph  (1)  and  inserting  in  lieu  thereof 
the  following: 

"(A)  the  amount  contributed  for  Oie  tax- 
able year  to  the  accounts  or  for  the  annu- 
ities (other  than  a  rollover  contribution  de- 
scnbed  in  section  402(a)(5),  402(a)(7), 
403(a)(4),  403(b)(8),  or  408(d)(3)).  over",  and 

(3)  by  striking  out  "or  bonds"  in  para- 
graph (2)(C)  thereof 

CHAPTER  i—AMESDMESTS  RELA  TED  TO 
TITLE  V  OF  THE  ACT 

SEC    I8SI.    AMENDMENTS  RELATED   TO    WELFARE 
BENEFIT  PLAN  PRO  VISIONS 

(a)  Amendments  Related  to  Section  511  of 
THE  Act.— 

(1)  Treatment  of  plans  for  independent 
contractors.— Paragraph  (1)  of  section 
419(g)  (relating  to  extension  to  plans  for  in- 
dependent contractors)  is  amended  by  strik- 
ing out  "such  a  plan"  and  inserting  in  lieu 
thereof  "such  a  relationship". 

(2)  Amendments  to  section  4i»A<d).— 

(A)  Coordination  with  section  4is.— Para- 
graph (2)  of  section  419A(dl  (relating  to  co- 
ordination with  section  415)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "Subparagraph  (B)  of  section 
415(c)(1)  shall  not  apply  to  any  amount 
treated  as  an  annual  addition  under  the 
preceding  sentence. " 

(B)  Separate  account  requirements  apply 

ONLY    WHERE    THERE    IS    PRE-FUNDING.-Para- 

graph  (1)  of  section  419A(d)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence: 

"The  requirements  of  this  paragraph  shall 
apply  to  the  first  taxable  year  for  which  a  re- 
serve is  taken  into  account  under  subsection 
(c)(2)  and  to  all  subsequent  taxable  years. " 
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(3)  CUkRinCATION  or  SECTION  1l9A(e>.— 

<A)  Subsection  (eJ  of  section  41 9A  is 
amended  to  read  as  foUovos: 

"(e)  Special  Limitations  on  Rssmrvcs  for 
Medical  Benefits  or  Life  Insurance  Bene- 
FTTS  Provided  to  Retired  Ekployees.— 

"(1)  Reserve  must  be  nondiscrimina- 
tory.—No  reserve  may  be  taken  into  ac- 
count under  subsection  (c)l2)  for  post-retire- 
ment medical  benefits  or  life  insurance  ben- 
efits to  be  proiHded  to  covered  employees 
unless  the  plan  meets  the  requircTnents  of 
section  50S(b)  vnth  respect  to  such  benefits 
<v>hether  or  not  such  requirements  apply  to 
such  plan).  The  preceding  sentence  shall  not 
apply  to  any  plan  maintained  pursuant  to 
an  agreement  between  employee  representa- 
tives and  1  or  more  empUyyers  if  the  Secre- 
tary finds  that  such  agreement  is  a  collec- 
tive bargaining  agreement  and  that  post-re- 
tirement medical  benefits  or  life  insurance 
benefits  were  the  subject  of  good  faith  bar- 
gaining between  such  employee  representa- 
tives and  such  employer  or  employers. 

"(Z)  Limitation  on  amount  of  ufe  insur- 
ance BENEFITS.— Life  insurance  benefits  shall 
not  be  taken  into  account  under  subsection 
(c)(2)  to  the  extent  the  aggregate  amount  of 
such  benefits  to  be  provided  with  respect  to 
the  employee  exceeds  1 5  0,000. " 

(B)  Subsection  (e)  of  section  419A  of  the 
Internal  Revenue  Code  of  1954  (as  amended 
by  subparagraph  (A))  shall  not  apply  to  any 
group-term,  life  insurance  to  the  extent  that 
the  amendments  made  by  section  223(a)  of 
the  Tax  Reform  Act  of  1984  do  not  apply  to 
such  insurance  by  reason  of  paragraph  (2) 
of  section  223(d)  of  such  Act 

(4)  Treatment  of  collectively  bargained 
PLANS.— Paragraph  (5)  of  section  419A(f)  (re- 
lating to  higher  limit  in  case  of  collectively 
bargained  plans/  is  amended  by  striking  out 
"welfare  benefit  fund  established  under" 
and  inserting  in  lieu  thereof  "welfare  benefit 
fund  maintained  pursuant  to". 

(5)  Clarification  of  actuarial  certifica- 
tion requirement.— Subparagraph  (A)  of  sec- 
tion 419A(c)(S)  (relating  to  special  limita- 
tion where  no  actuarial  certification)  is 
amended  by  striking  out  "under  paragraph 
(1)"  and  inserting  in  lieu  thereof  "under  this 
si^tsection". 

(6)  AaoREOATiON  rules.— 

(A)  Paragraph  (1)  of  section  419A(h)  (re- 
lating to  aggregation  rules)  is  amended  to 
read  as  follows: 

"(1)  Aggregation  of  funds.— 

"(A)  Mandatory  aggregation.— For  pur- 
poses of  subsections  (c)(4),  (d)(2),  and  (e)(2), 
all  welfare  benefit  funds  of  an  employer 
shall  be  treated  as  1  fund. 

"(B)  Permissive  aggregation  for  pur- 
poses  NOT  SPECIFIED   IN  SUBPARAGRAPH   (A).— 

For  purposes  of  this  section  (other  than  the 
provisions  specified  in  subparagraph  (A)), 
at  the  election  of  the  employer,  2  or  more 
welfare  benefit  funds  of  such  employer  may 
(to  the  extent  not  inconsistent  with  the  pur- 
poses of  this  siU>part  and  section  512)  be 
treated  as  1  fund. " 

(B)  Subsection  (b)  of  section  419A  is 
amended  by  striking  out  "this  subpart"  and 
inserting  in  lieu  thereof  "this  subpart  and 
section  512". 

(7)  Clarification  of  adjustments  for  ex- 
arma  RMSERVES.—Paragraph  (7)  of  section 
419Aff)  (relating  to  adjustments  for  existing 
excess  reserves)  is  amended  by  striking  out 
subparagraph  (C)  and  inserting  in  lieu 
thereof  the  following  new  subparagraphs: 

"(C)  Existing  excess  reserve.— For  pur- 
poses of  computing  the  increcue  under  sub- 
paragraph (A)  for  ony  taxable  year,  the  term 
'existing  excess  reserve'  means  the  excess  (if 
anjff  of— 
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"(i)  the  amount  of  assets  set  aside  at  the 
close  of  the  first  taxable  year  ending  after 
July  18,  1984,  for  purposes  described  in  sub- 
section (a),  over 

"(ii)  the  account  limit  determined  under 
this  section  (without  regard  to  this  para- 
graph) for  the  taxable  year  for  which  such 
increase  is  being  computed. 

"(D)  Funds  to  which  paragraph  appues.— 
This  paragraph  shall  apply  only  to  a  welfare 
benefit  fund  which  as  of  July  18,  1984,  had 
assets  set  aside  for  purposes  described  in 
subsection  (a). " 

(8)(A)  Clarification  of  fund.— Subsection 
(e)  of  section  419  (defining  welfare  benefit 
funds)  is  amended  by  adding  at  the  end 
thereof  the  foUovring  new  paragraph: 

"(4)  Treatment  of  amounts  held  pursuant 
TO  certain  insurance  contracts.— 

"(A)  In  OENERAL.—Notunthstanding  para- 
graph (3)(C).  the  term  fund'  shaU  not  in- 
clude amounts  held  by  an  insurance  compa- 
ny pursuant  to  an  insurance  contract  if— 

"(i)  such  contract  is  a  life  insurance  con- 
tract described  in  section  264(a)(1),  or 

"(ii)  such  contract  is  a  qualified  nonguar- 
anteed  contract 

"(B)  QUAUFIED  NONGUARANTEED  CON- 
TRACT.- 

"(i)  In  GENERAL.— For  purposes  of  this 
paragraph,  the  term  'qualified  nonguaran- 
teed  contract'  means  any  insurance  contract 
(including  a  reasonable  premium  stabiliza- 
tion reserve  held  thereunder)  if- 

"(I)  there  is  no  guarantee  of  a  renewal  of 
such  contract,  and 

"(II)  other  than  insurance  protection,  the 
only  payments  to  which  the  employer  or  em- 
ployees are  entitled  are  experience  rated  re- 
funds or  policy  dividends  which  are  not 
guaranteed  and  which  are  determined  by 
factors  other  than  the  amount  of  welfare 
benefits  paid  to  (or  on  behalf  of)  the  employ- 
ees of  the  employer  or  their  beneficiaries. 

"(ii)  Limitation.— In  the  case  of  any  quali- 
fied nonguaranteed  contract,  subparagraph 
(A)  shall  not  apply  unless  the  amount  of  any 
experience  rated  refund  or  policy  dividend 
payable  to  an  employer  vnth  respect  to  a 
policy  year  is  treated  by  the  employer  as  re- 
ceived or  accrued  in  the  taxable  year  in 
which  the  policy  year  ends. " 

(B)  Effective  date  of  regulations.— 
Except  in  the  case  of  a  reserve  for  post-re- 
tirement medical  or  life  insurance  benefits 
and  any  other  arrangement  between  an  in- 
surance company  and  an  employer  under 
which  the  employer  has  a  contractual  right 
to  a  refund  or  dividend  based  solely  on  the 
experience  of  such  employer,  any  account 
held  for  an  employer  by  any  person  and  de- 
fined as  a  fund  in  regvlatioTis  issued  pursu- 
ant to  section  419(e)(3)(C)  of  the  Internal 
Revenue  Code  of  1954  shall  be  considered  a 
"fund"  no  earlier  than  6  months  following 
the  date  such  regulations  are  published  in 
final  form. 

(9)  Clarification  of  taxes  paid  by  employ- 
er   ON   INCOME    of   certain    WELFARE   BENEFTT 

FUNDS.— Subsection  (g)  of  section  419A  (relat- 
ing to  employer  taxed  on  income  of  voelfare 
benefit  funds  in  certain  cases)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  paragraph: 

"(3)  Coordination  with  section  4ii.—If 
any  amount  is  included  in  the  gross  income 
of  on  employer  for  any  taxable  year  under 
paragraph  (1)  with  respect  to  any  welfare 
benefit  fund— 

"(A)  the  amount  of  the  tax  imposed  by  this 
chapter  which  is  attributable  to  the  amount 
so  included  shall  be  treated  as  a  contribu- 
tion paid  to  such  welfare  benefit  fund  on  the 
last  day  of  such  taxable  year,  and 
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"(B)  the  tax  so  attnbutable  shall  be  treat- 
ed as  imposed  on  the  fund  for  purposes  of 
section  419(c)(4)(A)." 

(10)  Amendments  to  tax  on  unrelated 
business  income.— 

(A)  Clause  (i)  of  section  512(a)(3)(E)  is 
amended  by  striking  out  "determined  under 
section  419A(c)"  and  inserting  in  lieu  there- 
of "determined  under  section  419A  (without 
regard  to  subsection  (f)(6)  thereof)". 

(B)  Subparagraph  (E)  of  section  512(a)(3) 
is  amended  by  strUcing  out  clause  (ii)  and 
by  redesignating  clauses  (Hi)  and  (ivJ  as 
clauses  (ii)  and  (Hi),  respectively. 

(C)  Clause  (ii)  of  section  512(a)(3)(E)  (as 
redesignated  by  subparagraph  (B))  is 
amended— 

(i)  by  striking  out  "a  existing  reserve"  in 
subclaxue  (I)  and  inserting  in  lieu  thereof 
"an  existing  reserve",  and 

(ii)  by  striking  out  subclause  (II)  and  in- 
serting in  lieu  thereof  the  following: 

"(II)  For  purposes  of  subclause  (II),  the 
term  'reserve  for  post-retirement  medical  or 
life  insurance  benefits'  means  the  greater  of 
the  amount  of  assets  set  aside  for  purposes 
of  post-retirement  medical  or  life  insurance 
benefits  to  be  provided  to  covered  employees 
as  of  the  close  of  the  last  plan  year  ending 
before  the  date  of  the  enactment  of  the  Tax 
Reform  Act  of  1984  or  on  July  18,  1984, ". 

(D)  Clause  (Hi)  of  section  512(a)(3)(E)  (as 
redesignated  by  subparagraph  (B))  is 
amended  by  striking  out  "paragraph  shall 
not"  and  inserting  in  lieu  thereof  "subpara- 
graph shall  not". 

(11)  Amendments  related  to  tax  on  cer- 
tain FUNDED  welfare  BENEFIT  PLANS.— SubSCC- 

tion  (b)  of  section  4976  (defining  disquali- 
fied benefit)  is  amended  to  read  as  follows: 

"(b)  DiSQUAUFiED  Benefit.— For  purposes 
of  subsection  (a)— 

"(1)  In  GENERAL.— The  term  'disqualified 
benefit'  means— 

"(A)  any  post-retirement  medical  benefit 
or  life  insurance  benefit  provided  vnth  re- 
spect to  a  key  employee  if  a  separate  ac- 
count is  required  to  be  established  for  such 
employee  under  section  419A(d)  and  such 
payment  is  not  from  such  account, 

"(B)  any  post-retirement  medical  benefit 
or  life  insurance  benefit  provided  with  re- 
spect to  an  inditridual  in  whose  favor  dis- 
crimination is  prohibited  unless  the  plan 
meets  the  requirements  of  section  S05(b) 
with  respect  to  such  benefit  (whether  or  not 
such  requirements  apply  to  such  plan),  and 

"(C)  any  portion  of  a  welfare  benefit  fund 
reverting  to  the  benefit  of  the  employer. 

"(2)  Exception  for  collective  bargaining 
PLANS.— Paragraph  (1)(B)  shall  not  apply  to 
any  plan  maintained  pursuant  to  an  agree- 
ment between  employee  representatives  and 
1  or  more  employers  if  the  Secretary  finds 
that  such  agreement  is  a  collective  ttargain- 
ing  agreement  and  that  the  benefits  referred 
to  in  paragraph  (1)(B)  were  the  subject  of 
good  faith  bargaining  between  such  employ- 
ee representatives  and  such  employer  or  em- 
ployers. 

"(3)  Exception  for  nondeductible  contri- 
BUTtONS.—Paragraph  (1)(C)  shall  not  apply 
to  any  amount  attributable  to  a  contribu- 
tion to  the  fund  which  is  not  allowable  as  a 
deduction  under  section  419  for  the  taxable 
year  or  any  prior  taxable  year  (and  such 
contribution  shall  not  be  included  in  any 
carryover  under  section  419(d)). 

"(4)  Exception  for  certain  amounts 
charged  against  existing  reserve.— Sub- 
paragraphs  (A)  and  (B)  of  paragraph  (1) 
shall  not  apply  to  post-retirement  benefits 
charged  against  an  existing  reserve  for  post- 
retirement  medical  or  life  insurance  benefits 
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(as  defined  in  section  S12(aK3HE))  or 
charged  against  the  income  on  such  re- 
serve." 

(12)  CuuuncATioN  or  cmcrtvE  date.— Sub- 
section (e)  of  section  511  of  the  Tax  Reform 
Act  of  1984  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraphs: 

"(6)  Amendments  related  to  tax  on  unre- 
lated BUSINESS  INCOME.— The  amendments 
made  by  subsection  (b)  shall  apply  with  re- 
spect to  taxable  years  ending  after  December 
31,  198S.  For  purposes  of  section  IS  of  the 
Internal  Revenue  Code  of  1954,  such  amend- 
ments shall  be  treated  as  a  change  in  the 
rate  of  a  tax  imposed  by  chapter  1  of  such 
Code. 

"(7)  Amendments  related  to  excise  taxes 
on  certain  welfare  benefit  plans.— the 
amendments  made  by  subsection  (c>  shall 
apply  to  benefits  provided  after  December 
31  1985. " 

(13)  Section  419A(f)(S)  U  amended  to  read 
as  follows: 

"(5)  Special  rule  for  collective  bar- 
gained AND  employee  PAY-ALL  PLANS.— NO  aC- 

counts  limits  shall  apply  in  the  case  of  any 
qualified  asset  account  under  a  separate 
welfare  benefit  fund— 

"(A)  under  a  collective  bargaining  agree- 
ment, or 

"(B)  an  employee  pay-all  plan  under  sec- 
tion 501(c)(9)  if— 

"(i)  such  plan  has  at  least  50  employees 
(determined  without  regard  to  subsection 
(h)(1)),  and 

"(ii)  no  employee  is  entitled  to  a  refund 
XDith  respect  to  amounts  in  the  fund,  other 
than  a  refund  based  on  the  experience  of  the 
entire  fund. " 

(14)  Clerical  amendment.— Paragraph  (2) 
of  section  511(e)  of  the  Tax  Reform  Act  of 
1984  is  amended  by  striking  out  "and  sec- 
tion 514". 

(b)  Amendments  Related  to  Section  512  of 
THE  Act. — 

(1)  Transitional  rule  for  certain  taxpay- 
ers WITH  fully  vested  VACATION  PAY  PLANS.— 

(A)  In  general.— In  the  case  of  any  taxpay- 
er— 

(i)  who  maintained  a  fully  vested  vacation 
pay  plan  where  payments  are  expected  to  be 
paid  (or  are  in  fact  paid)  within  1  year  after 
the  accrual  of  the  vacation  pay,  and 

(ii)  who  makes  an  election  under  section 
463  of  the  Internal  Revenue  Code  of  1954  for 
stich  taxpayer's  1st  taxable  year  ending  after 
the  date  of  the  enactment  of  the  Tax  Reform 
Act  of  1984, 

in  lieu  of  establishing  a  suspense  account 
under  such  section  463,  such  election  shall 
be  treated  as  a  change  in  the  taxpayer's 
method  of  accounting  and  the  adjustments 
required  as  a  result  of  such  change  shall  be 
taken  into  account  under  section  481  of 
such  Code. 

(B)  Extension  of  time  for  making  elec- 
tion.—In  the  case  of  any  taxpayer  who  meets 
the  requirements  of  subparagraph  (A)(i),  the 
time  for  making  an  election  under  section 
463  of  such  Code  for  such  taxpayer's  1st  tax- 
o&te  year  ending  after  the  date  of  the  enact- 
ment of  the  Tax  Reform  Act  of  1984  shall  not 
expire  before  the  date  6  months  after  the 
date  of  the  enactment  of  this  Act 

(2)  Clerical  amendments.— 

(A)  Clause  (ii)  of  section  404(b)(2)(B)  (re- 
lating to  exceptions  for  certain  beriefits)  is 
amended  by  striking  out  "to  any  benefit" 
and  inserting  in  lieu  thereof  "any  benefit". 

(B)  Subsection  (b)  of  section  404  is  amend- 
ed- 

(i)  by  striking  out  "Unfunded"  in  the  sub- 
section heading  and  inserting  in  lieu  thereof 
"Certain",  and 


(ii)  by  striking  out  "unfunded"  in  the 
heading  of  paragraph  (2)  and  inserting  in 
lieu  thereof  "certain". 

(C)(i)  Section  404(a)  is  amended  by  strik- 
ing out  "section  162  (relating  to  trade  or 
business  expertses)  or  section  212  (relating  to 
expenses  for  the  production  of  income);  but, 
if  they  satisfy  the  conditions  of  either  of 
such  sections, "  and  inserting  in  lieu  thereof 
"this  chapter;  but,  if  they  toould  otherwise  be 
deductible, ". 

(ii)  Subsection  (d)  of  section  404  is  amend- 
ed by  striking  out  "under  section  162  or  212" 
each  place  it  appears  and  inserting  in  lieu 
thereof  "under  this  chapter". 

(Hi)  Subsection  (a)  of  section  404A  is 
amended— 

(I)  by  striking  out  "under  section  162,  212, 
or  404"  and  inserting  in  lieu  thereof  "under 
this  chapter",  and 

(II)  by  striking  out  "they  satisfy  the  coruii- 
tions  of  section  162"  and  inserting  in  lieu 
thereof  "they  would  otherwise  be  deducti- 
ble". 

(iv)  Subsection  (a)  of  section  419  is 
amended— 

(I)  by  striking  out  "under  section  162  or 
212"  and  iriserting  in  lieu  thereof  "under 
this  subchapter",  and 

(ID  by  striking  out  "they  satisfy  the  re- 
quirements of  either  of  such  sections"  and 
inserting  in  lieu  thereof  "they  would  other- 
unse  be  deductible". 

(c)  Amendments  Related  to  Section  513  of 
the  Act. — 

(1)  Paragraph  (1)  of  section  505(a)  (relat- 
ing to  certain  requirements  must  be  met  in 
case  of  organizations  described  in  para- 
graph (9)  or  (20)  of  section  501(c))  is  amend- 
ed by  striking  out  "of  an  employer". 

(2)  Paragraph  (1)  of  section  505(b)  (relat- 
ing to  nondiscrimination  requirements)  is 
amended  by  striking  out  "as  provided  in 
paragraph  (2)"  and  inserting  in  lieu  thereof 
"as  otherwise  provided  in  this  subsection". 

(3)  Subparagraph  (B)  of  section  505(b)(1) 
is  amended  by  striking  out  "highly  compen- 
sated employees"  and  inserting  in  lieu  there- 
of "highly  compensated  individuals". 

(4)  Paragraph  (2)  of  section  S05(a)  (relat- 
ing to  exception  for  collective  imrgaining 
agreements)  is  amended  to  read  as  follows: 

"(2)  Exception  for  collective  bargaining 
AGREEMENTS.— Paragraph  (1)  shall  not  apply 
to  any  organization  which  is  part  of  a  j)lan 
maintained  pursuant  to  an  agreement  be- 
ttoeen  employee  representatives  and  1  or 
more  employers  if  the  Secretary  finds  that 
such  agreement  is  a  collective  Imrgaining 
agreement  and  that  such  plan  was  the  sub- 
ject of  good  faith  bargaining  betu>een  such 
employee  representatives  and  such  employer 
or  employers. " 

SEC.    18S2.    AMENDMENTS    RELATED    TO    PENSION 
PLAN  PROVISIONS 

(a)  Amendments  Related  to  Section  521  of 
THE  Act. — 

(1)  Clarification  that  distribution  from 
individual  retirement  accounts  or  annu- 
ities must  begin  at  tov,.— 

(A)  Paragraph  (6)  of  section  408(a)  (defin- 
ing individual  retirement  account)  is 
amended  by  striking  out  "(relating  to  re- 
quired distributions)"  and  inserting  in  lieu 
thereof  "(vntlwut  regard  to  subparagraph 
(C)(ii)  thereof)  and  the  incidental  death 
benefit  requirements  of  section  401(a)". 

(B)  Paragraph  (3)  of  section  408(b)  (defin- 
ing individual  retirement  annuity)  is 
amended  fry  striking  out  "(relating  to  re- 
quired distributions)"  and  inserting  in  lieu 
thereof  "(without  regard  to  subparagraph 
(C)(ii)  thereof)  and  the  incidental  death 
benefit  requirements  of  section  401(a)". 


(2)  Exemption  of  pre-his  accumulations 
from  penalty  on  premature  distributions.— 

(A)  Subparagraph  (A)  of  section  72(m)(5) 
(relating  to  penalties  applicable  to  certain 
amounts  received  by  5-percent  owners)  is 
amended  to  read  as  follows: 

"(A)  This  subparagraph  shall  apply—    ■ 

"(i)  to  amounts  which— 

"(I)  are  received  from  a  qualified  trust  de- 
scribed in  section  401  (a)  or  under  a  plan  de- 
scribed in  section  403(a),  and 

"(II)  are  received  by  a  5-percent  owner 
before  such  owner  attains  the  age  of  S9V, 
yean,  for  any  reason  other  than  such  owner 
becoming  disabled  (within  the  meaning  of 
paragraph  (7)  of  this  section),  and 

"(ii)  to  amounts  which  are  received  from  a 
qualified  trust  described  in  section  401(a)  or 
under  a  plan  described  in  section  403(a)  at 
any  time  by  a  5-percent  owner,  or  try  the  suc- 
cessor of  such  owner,  but  only  to  the  extent 
that  such  amounts  are  determined  (under 
regulations  prescribed  by  the  Secretary)  to 
exceed  the  t>enefits  provided  for  such  indi- 
vidual under  the  plan  formula. 
Clause  (i)  shall  not  apply  to  any  amount  re- 
ceived by  an  individual  in  his  capacity  as  a 
policyholder  of  an  annuity,  endotoment,  or 
life  insurance  contract  which  is  in  the 
nature  of  a  dividend  or  similar  distribution 
and  clause  (i)  shall  not  apply  to  amounts  at- 
triltutable  to  benefits  accrued  before  Janu- 
ary 1,  1985." 

(B)  Subparagraph  (C)  of  section  72(m)(5) 
is  amended  to  read  as  follows: 

"(C)  For  purposes  of  this  paragraph  the 
term  '5-percent  owner'  means  any  individ- 
ual who,  at  any  time  during  the  S  plan  years 
preceding  the  plan  year  ending  in  Die  tax- 
able year  in  which  the  UTnount  is  received,  is 
a  5-percent  owner  (as  defined  in  section 
416(i)(l)(B))." 

(C)  Paragraph  (5)  of  section  72(m)  is 
amended  by  striking  out  "owner-employees" 
in  the  paragraph  heading  and  inserting  in 
lieu  thereof  "s-percent  owners". 

(3)  Extension  of  distribution  require- 
ments to  section  401<b)  ANNUITIES.- 

(A)  Subsection  (b)  of  section  403  (relating 
to  taxability  of  beneficiary  under  annuity 
purchased  by  section  501(c)(3)  organization 
or  public  school)  is  amended  by  adding  at 
the  end  thereof  the  following  new  para- 
graph: 

"(10)  Distribution  requirements.— Under 
regulations  prescribed  by  the  Secretary,  this 
subsection  shall  not  apply  to  any  annuity 
contract  (or  to  any  custodial  account  de- 
scribed in  paragraph  (7)  or  retirement 
income  account  described  in  paragraph  (9)) 
unless  requirements  similar  to  the  require- 
ments of  section  401(a)(9)  are  met  (and  re- 
quirements similar  to  the  incidental  death 
benefit  requirements  of  section  401  (at  are 
met)  with  respect  to  such  annuity  contract 
(or  custodial  account  or  retirement  income 
account). " 

(B)  Paragraph  (7)  of  section  403(b)  is 
amended  fry  strHcing  out  subparagraph  (D). 

(C)  The  amendments  made  by  this  para- 
graph shall  apply  to  benefits  accruing  after 
December  31,  1986,  in  taxable  years  ending 
after  such  date. 

(4)  Clarification  of  required  beginning 

DATE.— 

(A)  Subparagraph  (C)  of  section  401(a)(9) 
(defining  required  beginning  date)  is 
amended  by  striking  out  the  last  sentence 
and  inserting  in  lieu  thereof  the  following: 
"Clause  (ii)  shall  not  apply  in  the  case  of  an 
employee  who  is  a  5-percent  owner  (as  de- 
fined in  section  416(i)(l)(B))  at  any  time 
during  the  S-plan-year  period  ending  in  the 
calendar  year  in  which  the  employee  attains 
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age  70^  If  the  employee  becomes  a  Spercent 
ovaner  during  any  subsequent  plan  year,  the 
Tequired  beginning  date  shall  be  April  J  of 
the  calendar  year  following  the  calendar 
year  in  which  such  subsequent  plan  year 
ends." 

(Bt  Subsection  (d)  of  section  409  (relating 
to  employer  securities  must  stay  in  the  plan) 
is  amended  by  adding  at  the  end  thereof  the 
foUovDing  new  sentence: 
"This  subsection  shall  not  apply  to  any  dis- 
tribution required  under  section  401<a)(9)." 

(SJ  Required  DisTRiBvnoits  not  eugible 

rOR  ROLLOVER  TREATMENT.— 

(A)  Paragraph  (5)  of  section  4021a)  (relat- 
ing to  rollover  amounts)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(G)  Required  distributions  not  euoible 
roR  rollover  treatment.— Subparagraph 
(A)  shall  not  apply  to  any  distribution  to  the 
extent  such  distribution  is  required  under 
section  401(a)(9)." 

(B)(i)  SubjMragraph  (B)  of  section 
403(a)(4)  is  amended  by  strVcing  out 
"through  (F)"  and  inserting  in  lieu  thereof 
"through  (G)". 

(it)  Paragraph  (8)  of  section  403(b)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subparagraph- 

"(D)  Required  distributions  not  euoible 
roR  ROLLOVER  TREATMENT.— Subparagraph 
(A)  shall  not  apply  to  any  distribution  to  the 
extent  such  distribution  is  required  under 
paragraph  (10). " 

(C)  Paragraph  (3)  of  section  408(d)  (relat- 
ing to  rollover  contributions)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraph- 

"(E)  Denial  or  rollover  treatment  for 
REQUIRED  DiSTRiBunoNS.—This  Subparagraph 
shall  not  apply  to  any  amount  to  the  extent 
such  amount  is  required  to  be  distributed 
under  subsection  (a)(6)  or  (b)(3). " 

(6)  Treatment  of  distributions  required 

UNDER     incidental     DEATH    BENEFIT    RULES.— 

Paragraph  (9)  of  section  401(a)  (relating  to 
required  distributions)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(G)  Treatment  of  incidental  death  bene- 
rrr  distributions.— For  purposes  of  this  title, 
any  distribution  required  under  the  inciden- 
tal death  benefit  requirements  of  this  subsec- 
tion shall  be  treated  as  a  distribution  re- 
quired under  this  paragraph  " 

(7)  Clerical  amendments.— 

(A)  Paragraph  (1)  of  section  408(c)  is 
amended  by  striking  out  "paragraphs  (1) 
through  (7)"  and  inserting  in  lieu  thereof 
"paragraphs  (1)  through  ($)". 

(B)  Subsection  (a)  of  section  4974  (relat- 
ing to  excise  tax  on  certain  accumulations 
in  individual  retirement  accounts  or  annu- 
ities) is  amended  by  striking  out  "section 
408(a)  (6)  or  (7),  or  408(b)  (3)  or  (4)"  and  in- 
serting in  lieu  thereof  "section  408(a)(6)  or 
408(b)(3)". 

(C)  Subsection  (b)  of  section  4974  is 
amended  by  striking  out  "section  408(a)  (6) 
or  (7)  or  408(b)  (3)  or  (4)"  and  inserting  in 
lieu  thereof  "section  408(a)(6)  or  408(b)(3)". 

(b)  Amendments  Related  to  Section  522  of 
THE  Act. — 

(t)  Oause  (V)  of  section  402(a)(5)(E)  (de- 
fining partial  distrilnition)  is  amended  by 
striking  out  "of  any  portion  or'  and  insert- 
ing in  lieu  thereof  "of  all  or  any  portion  o/". 

(2)  Clause  (i)  of  section  402(a)(5)(D)  (re- 
lating to  special  rules  for  partial  distrUm- 
tions)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence: 
"For  purposes  of  subclause  (I),  the  balance 
to  the  credit  of  the  employee  shall  not  in- 
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elude  any  accumulated  deductible  employee 
contributions  (within  the  meaning  of  sec- 
tion 72(o)(5)). " 

(3)(A)  Section  402  is  amended  by  adding 
at  the  end  thereof  the  follounng  new  subsec- 

tiOTU 

"(g)  Treatment  of  Self-Employed  Individ- 
uals.—For  purposes  of  this  section,  except  as 
otherwise  provided  in  subparagraph  (A)  of 
subsection  (e)(4),  the  term  'employee'  in- 
cludes a  self-employed  individual  (as  de- 
fined in  section  401(c)(1)(B))  and  the  em- 
ployer of  such  individual  shall  be  the  person 
treated  as  his  employer  under  section 
401(c)(4)." 

(B)  Paragraph  (4)  of  section  402(e)  is 
amended  by  striking  out  subparagraph  (F). 

(4)  Paragraph  (7)  of  section  402(a)  (relat- 
ing to  rollover  where  spouse  received  distri- 
butions after  death  of  employee)  is  amended 
by  striking  out  "the  spouse  were  the  employ- 
ee" and  inserting  in  lieu  thereof  "the  spouse 
were  the  employee;  except  that  a  trust  or 
plan  described  in  subclause  (III)  or  (IV)  of 
paragraph  (S)(E)(iv)  shall  not  be  treated  as 
an  eligible  retirement  plan  with  respect  to 
such  distribution". 

(5)  Clause  (ii)  of  section  402(a)(5)(D)  ia 
amended  by  striking  out  "a  plan  described 
in  subclause  (IV)  or  (V)"  and  inserting  in 
lieu  thereof  "a  trust  or  plan  described  in 
subclause  (III)  or  (IV)". 

(6)  Clause  (i)  of  section  402(a)(5)(F)  is 
amended  by  striking  out  "a  transfer  de- 
scribed in  subparagraph  (A)"  and  inserting 
in  lieu  thereof  "a  transfer  resulting  in  any 
portion  of  a  distribution  l>eing  excluded 
from  gross  income  under  subparagraph  (A)". 

(7)  Clause  (v)  of  section  402(a)(6)(D)  is 
amended  by  striking  out  "(7)(B)"  and  in- 
serting in  lieu  thereof  "(7)". 

(8)  Paragraph  (20)  of  section  401(a)  is 
amended  by  striking  out  "qualifying  roll- 
over distribution  (determined  as  if  section 
402(a)(5)(D)(i)  did  not  contain  subclause 
(II)  thereof)  described  in  section 
402(a)(5)(A)(i)  or  403(a)(4)(A)(i)"  and  in- 
serting in  lieu  thereof  "qualified  total  distri- 
bution described  in  section 
402(a)(5)(E)(i)(I)". 

(9)  Subsection  (e)  of  section  522  of  the  Tax 
Reform  Act  of  1984  is  amended  by  striking 
out  "the  date  of  the  amendment"  and  insert- 
ing in  lieu  thereof  "the  date  of  the  enact- 
ment". 

(10)  Subparagraph  (C)  of  section  403(b)(8) 
is  amended  by  striking  out  "(F)(i)"  and  in- 
serting in  lieu  thereof  "and  (F)(i)". 

(c)  Amendments  Related  to  Section  523  of 
THE  Act.— 

(1)  Subparagraph  (B)  of  section  72(e)(7) 
(relating  to  plans  substantially  all  the  con- 
tributions of  which  are  employee  contribu- 
tions) is  amended— 

(A)  by  striking  out  "any  trust  or  contract" 
and  inserting  in  lieu  thereof  "any  plan  or 
contmct", 

(B)  by  striking  out  "85  percent  of  and  in- 
serting in  lieu  thereof  "85  percent  or  more 
of,  and 

(C)  by  adding  at  the  end  thereof  the  follow- 
ing new  sentence: 

"For  purposes  of  clause  (ii),  deductible  em- 
ployee contributions  (as  defined  in  subsec- 
tion (o)(5)(A))  shaU  not  be  taken  into  ac- 
count" 

(2)  Subparagraph  (E)  of  section  72(q)(2) 
(relating  to  5-percent  penalty  for  premature 
distributions  from  annuity  contracts)  is 
amended  by  striking  out  "st^section 
(e)(5)(D)"  and  inserting  in  lieu  thereof  "sub- 
section (e)(5)(D)  (determined  unthout  regard 
to  subsection  (e)(7))". 

(3)  Subsection  (f)  of  section  72  is  amcTid- 
ed- 


UMI 


(A)  by  striking  out  "subsection  (d)(1)"  and 
inserting  in  lieu  thereof  "subsections  (d)(1) 
and  (e)(7)",  and 

(B)  by  striking  out  "subsection  (e)(1)(B)" 
and  inserting  in  lieu  thereof  "subsection 
(e)(6)". 

(4)  Paragraph  (2)  of  section  72(m)  is 
amended— 

(A)  by  striking  out  "3  years)"  in  subpara- 
graph (B)  and  inserting  in  lieu  thereof  "3 
years)  and  subsection  (e)(7)  (relating  to 
plans  where  substantially  all  contributions 
are  employee  contributions)",  and 

(B)  by  striking  out  "subsection  (e)(1)(B)" 
in  subparagraph  (C)  and  inserting  in  lieu 
thereof  "subsection  (e)(6)". 

(5)  Subsection  (b)  of  section  402  is  amend- 
ed by  striking  out  "section  72(e)(1)"  and  in- 
serting in  lieu  thereof  "section  72(e)(5)". 

(d)  Amendments  Related  to  Section  524  of 
THE  Act.— 

(1)  Subparagraph  (A)  of  section  416(i)(l) 
(defining  key  employee)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "Such  term  shall  not  include  any 
officer  or  employee  of  an  entity  referred  to 
in  section  414(d)  (relating  to  governmental 
plans). " 

(2)  Subparagraph  (E)  of  section  416(g)(4) 
(relating  to  benefits  not  taken  into  account 
if  employee  not  employed  for  last  5  years)  is 
amended  to  read  as  follows: 

"(E)  Benefits  not  taken  into  account  if 

employee  not  employed  for  last  5  YEARS.— If 

any  individual  has  not  performed  services 
for  the  employer  maintaining  the  plan  at 
any  time  during  the  5-year  period  ending  on 
the  determination  date,  any  accrued  benefit 
for  such  individual  (and  the  account  of  such 
individtuil)  shall  not  be  taken  into  ac- 
count " 

(e)  Amendments  Related  to  Section  525  of 
THE  Act.— 

(1)(A)  Subsection  (c)  of  section  2039  (relat- 
ing to  exception  of  certain  annuity  interests 
created  by  community  property  laws)  is 
hereby  repealed 

(B)  The  amendment  made  by  subpara- 
graph (A)  shall  apply  to  estates  of  decedents 
dying  after  the  date  of  the  enactment  of  this 
Act 

(2)(A)  Section  2517  (relating  to  certain  an- 
nuities under  qualified  plans)  is  hereby  re- 
pealed. 

(B)  The  table  of  sections  for  subchapter  B 
of  chapter  12  is  amended  by  striking  out  the 
item  relating  to  section  2517. 

(C)  Subsection  (e)  of  section  406  is  amend- 
ed by  striking  out  paragraph  (5). 

(D)  Subsection  (e)  c'  section  407  is  amend- 
ed by  striking  out  paragraph  (5). 

(E)  The  amendments  made  by  this  para- 
graph shall  apply  to  transfers  after  the  date 
of  the  enactment  of  this  Act 

(3)  Section  525(b)  of  the  Tax  Reform  Act  of 
1984  is  amended  by  adding  at  the  end  there- 
of the  following  new  paragraph: 

"(4)  Irrevocable  election.— For  purposes 
of  paragraph  (2)  and  section  245(c)  of  the 
Tax  Equity  and  Fiscal  Responsibility  Act  of 
1982,  an  individual  who— 

"(A)  separated  from  service  before  Janu- 
ary 1,  1985,  unth  respect  to  paragraph  (2),  or 
January  1,  1983,  with  respect  to  section 
245(c)  of  the  Tax  Equity  and  Fiscal  Respon- 
sibility Act  of  1982,  and 

"(B)  meets  the  requirements  of  such  para- 
graph or  such  section  other  than  the  require- 
ment that  there  be  an  irrevocable  election, 
and  that  the  individual  be  in  pay  status, 
shall  be  treated  as  having  made  an  irrer)Oca- 
ble  election  and  as  being  in  pay  status 
utithin  the  time  prescribed  unth  respect  to  a 


form  of  benef 
change  such  fi 

(J)  Amendme 
THE  Act.— Par 
the  Tax  Refo\ 
striking  out  ' 
in  lieu  thereoj 

(g)  Amendmi 
THE  Act.— 

(1)  Paragra 
ing  to  applict 
crimination 
adding  at  the 
subparagraph 

"(C)  A  cash 
be  treated  at 
subsection  (a 
tions  if  the 
(A)(ii)  are  me 

(2)  Subpart 
is  amended  b 
and  insertim 
"If  an  emplo\ 
more  cash  oi 
employer,  foi 
deferral  perci 
ployee,  all  s\ 
ments  shall  t 
arrangement 

(3)  Subpart 
is  amended  I 
able"  and  in 
forfeitable". 

(h)  Amendm 
THE  Act.— 

(1)  Subsect 
to  medical,  e 
ees  and  thei 
amended— 

(A)  by  strik 
place  it  app 
serting  in  lie. 

(B)  by  stri. 
inserting  in  I 
"For  purposi 
"key  employe 
any  time  du 
ceding  plan 
tions  were  m 
is  or  wax  a  \ 
tion4l6(i)." 

(2)  Paragn 
ing  to  treatn 
is  amended  I 
following  ne 
of  subsectioi 
amount  trei 
under  the  pn 

(3)  Subsecl 
ed  by  strikii 
each  place  i 
thereof  "a  pe 

(i)  Amendm 
ERISA.— Sec 
tirement  Iru 
U.S.C.  1461) 
end  thereof  t 

"(h)(1)  In 
tered  into 
»nen(— 

"(A)  whid 
1979.  and  w 
May  IS.  198i 

"(B)  unde; 
tiemployer  i 
12, 1982, 
any  wiOidra 
ployer  puTst 
result  of  the 
oftheemplo 
before  Janiu 

"(2)  In  an. 

"(A)  on  ei 
wholesaling 


September  18, 1986 


CONGRESSIONAL  RECORD— HOUSE 


24385 


on  (eHlXB)" 
"subsection 

on    72fmJ   is 


}  iiccoiwr  IF 

rs  YEARS.— If 

Tied  services 
the  plan  at 
Mi  ending  on 
•rued  benefit 
aunt  of  such 
in   into   ac- 

cnoN  S2S  OF 

I  2039  frelat- 
lity  interests 
iy  laws}   is 

by  subpara- 
of  decedents 
ment  of  this 

» certain  an- 
is  hereby  re- 

ubchapter  B 
king  out  the 

16  is  amend- 

77  is  amend- 

V  this  para- 
fter  the  date 

eform.  Act  of 
le  end  there- 

or  purposes 
45(c)  of  the 
bility  Act  of 


form  of  benefit  if  such  individual  does  not 
change  such  form  of  benefit  before  death. " 

(f)  AmNDMEST  Related  to  Section  526  of 
THE  Act.— Paragraph  12)  of  section  526(d)  of 
the  Tax  Reform  Act  of  1984  is  amended  by 
striking  out  "paragraph  (6)"  and  inserting 
in  lieu  thereof  "paragraph  (7)". 

(g)  Amendments  Related  to  Section  527  of 
THE  Act.— 

(1)  Paragraph  (3)  of  section  401  (k)  (relat- 
ing to  application  of  participation  and  dis- 
crimination standards)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(C)  A  cash  or  deferred  arrangement  shall 
be  treated  as  meeting  the  reguirements  of 
subsection  (a)(4)  with  respect  to  contribu- 
tions if  the  reguirements  of  sul>paragraph 
(A)(ii)  are  met " 

(2)  Subparagraph  (A)  of  section  401fk)(3) 
is  amended  by  striking  out  the  last  sentence 
and  inserting  in  lieu  thereof  the  foUounng: 
"If  an  employee  is  a  participant  under  2  or 
more  cash  or  deferred  arrangements  of  the 
employer,  for  purposes  of  determining  the 
deferral  percentage  with  respect  to  such  em- 
ployee, all  such  cash  or  deferred  arrange- 
ments shall  be  treated  as  1  cash  or  deferred 
arrangement " 

(3)  Subparagraph  (C)  of  section  401(k)(2) 
is  amended  by  striking  out  "are  nonforfeit- 
able" and  inserting  in  lieu  thereof  "is  non- 
forfeitable". 

(h)  Amendments  Related  to  Section  528  of 

THE  JxCF  ^^ 

(1)  Subsection  (h)  of  section  401  (relating 
to  medical,  etc.,  benefits  for  retired  employ- 
ees and  their  spouses  and  dependents)  is 
amended— 

(A)  by  striking  out  "S-percent  owner"  each 
place  it  appears  in  paragraph  (6)  and  in- 
serting in  lieu  thereof  "key  employee",  and 

(B)  by  striking  out  the  last  sentence  and 
inserting  in  lieu  thereof  the  following: 

"For  purposes  of  paragraph  (6),  the  term 
Teey  employee'  means  any  employee,  who  at 
any  time  during  the  plan  year  or  any  pre- 
ceding plan  year  during  which  contribu- 
tions were  made  on  behalf  of  such  employee, 
is  or  was  a  key  employee  as  defined  in  sec- 
tion 416(i)." 

(2)  Paragraph  (1)  of  section  416(1)  (relat 
ing  to  treatment  of  certain  medical  benefits) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "Subparagraph  (B) 
of  subsection  (c)(1)  shall  not  apply  to  any 
amount  treated  as  an  annual  addition 
under  the  preceding  sentence. " 

(3)  Subsection  (I)  of  section  415  is  amend- 
ed by  striking  out  "a  defined  benefit  plan" 
each  place  it  appears  and  inserting  in  lieu 
thereof  "a  pension  or  annuity  plan". 

(i)  Amendment  Related  to  Section  4402  of 
ERISA.— Section  4402  of  the  Employee  Re- 
tirement Income  Security  Act  of  1974  (29 
U.S.C.  1461)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"<h)(l)  In  the  case  of  an  employer  who  en- 
tered into  a  collective  bargaining  agree- 
ment— 

"(A)  which  was  effective  on  January  12, 
1979,  and  which  remained  in  effect  through 
May  IS,  1982,  arut 

"(B)  under  which  contributions  to  a  mul- 
tiemployer plan  were  to  cease  on  January 
12  1982 

any  wiOidrawal  liability  incurred  by  the  em- 
ployer pursuant  to  part  1  of  subtitle  E  as  a 
result  of  the  complete  or  partial  withdrawal 
of  the  employer  from  the  multiemployer  plan 
before  January  12, 1982,  shall  be  void. 

"(2)  In  any  case  in  which— 

"(A)  an  employer  engaged  in  the  grocery 
wholesaling  business— 


"(i)  had  ceased  all  covered  operations 
under  a  multiemployer  plan  before  June  30, 
1981,  and  had  relocated  its  operations  to  a 
new  facility  in  another  State,  and 

"(ii)  had  notified  a  local  union  represent- 
ative on  May  14,  1980,  that  the  employer  had 
tentatively  decided  to  discontinue  oper- 
ations and  relocate  to  a  new  facility  in  an- 
other State,  and 

"(B)  all  State  and  local  approvals  with  re- 
spect to  construction  of  an  commencement 
of  operations  at  the  new  facility  had  been 
obtained,  a  contract  for  construction  had 
been  entered  into,  and  construction  of  the 
new  facility  had  begun  before  September  26, 
1980, 

any  vnthdrawal  liability  incurred  by  the  em- 
ployer pursuant  to  part  1  of  subtitle  E  as  a 
result  of  the  complete  or  partial  withdrawal 
of  the  employer  from  the  multiemployer  plan 
before  June  30,  1981,  shall  be  void. ". 

SEC  I8S3.  amendments  RELATED  TO  FRINGE  BENE- 
FIT PROVISIONS. 

(a)  Amendments  to  Secijon  132.— 

(1)  Clause  (ii)  of  section  132(f)(2)(B)  (de- 
fining dependent  children)  is  amended  by 
striking  out  "are  deceased"  and  inserting  in 
lieu  thereof  "are  deceased  and  who  has  not 
attained  age  25". 

(2)  Subparagraph  (A)  of  section  132(c)(3) 
(defining  employee  discount)  is  amended  by 
striking  out  "are  provided  to  the  employee 
by  the  employer"  and  inserting  in  lieu  there- 
of "are  provided  by  the  employer  to  an  em- 
ployee for  use  by  such  employee". 

(3)  Subsection  (i)  of  section  132  (relating 
to  customers  not  to  include  employees)  is 
amended  by  striking  out  "subsection 
(c)(2)(B)"  and  inserting  in  lieu  thereof  "sub- 
section (c)(2)". 

(b)  Amendments  to  Section  125.— 

(1)  Clarification  of  benefits  which  may  be 
provided  under  cafeteria  plans.— 

(A)  Subsections  (c)  and  (d)(1)(B)  of  sec- 
tion 125  are  each  amended  by  striking  out 
"statutory  nontaxable  benefits"  each  place 
it  appears  and  inserting  in  lieu  thereof 
"qualified  benefits". 

(B)  Subsection  (f)  of  section  125  is  amend- 
ed to  read  as  follows: 

"(f)  Qualified  Benefits  Defined.— For  pur- 
poses of  this  section,  the  term  'qualified  ben- 
efit' means  any  benefit  which,  with  the  ap- 
plication of  subsection  (a),  is  not  includible 
in  the  gross  income  of  the  employee  by 
reason  of  an  express  provision  of  this  chap- 
ter (other  than  section  117,  124,  127.  or  132). 
Such  term  includes  any  group  term  life  in- 
surance which  is  includible  in  gross  income 
only  because  it  exceeds  the  dollar  limitation 
of  section  79  and  such  term  inclitdes  any 
other  benefit  permitted  under  regulations. " 

(2)  Transitional  rule.— Paragraph  (5)  of 
section  531(b)  of  the  Tax  Reform  Act  of  1984 
(relating  to  exception  for  certain  cafeteria 
plans  and  benefits)  is  amended  by  adding  at 
the  end  thereof  the  following  new  subpara- 
graph: 

"(D)  Collective  barqaininq  aoreements.- 
In  the  case  of  any  cafeteria  plan  in  existence 
on  February  10,  1984,  and  maintained  pur- 
suant to  1  or  more  collective  bargaining 
agreements  betvoeen  employee  representa- 
tives and  1  or  more  employers,  the  date  on 
which  the  last  of  stLch  collective  bargaining 
agreements  terminates  (determined  without 
regard  to  any  extension  thereof  agreed  to 
after  July  18,  1984)  shaU  be  substituted  for 
'January  1,  1985'  in  subparagraph  (A)  and 
for  'July  1,  1985'  in  subparagraph  (B).  For 
purposes  of  the  preceding  sentence,  any  plan 
amendment  made  pursuant  to  a  collective 
bargaining  agreement  relating  to  the  plan 
which  amends  the  plan  solely  to  corkform  to 


any  requirement  added  by  this  section  (or 
any  requirement  in  the  regulations  under 
section  125  of  the  Internal  Revenue  Code  of 
1954  proposed  on  May  6,  1984)  shall  not  be 
treated  as  a  termination  of  such  collective 
bargaining  agreement " 

(3)  Special  rime  where  contributions  or 
REIMBURSEMENTS  SUSPENDED.— Paragraph  (5) 
of  section  531(b)  of  the  Tax  Reform  Act  of 
1984  is  amended  try  adding  at  the  end  there- 
of the  foUounng  new  subparagraph- 

"(E)  Special  rule  where  contributions  or 

REIMBURSEMENTS  SUSPENDED.— For  purpOSCS  Of 

subparagraphs  (A)  and  (B),  a  plan  shall  not 
be  treated  as  not  continuing  to  fail  to  satis- 
fy the  rules  referred  to  in  such  subpara-  ■■ 
graphs  with  respect  to  any  benefit  provided 
in  the  form  of  a  flexible  spending  arrange- 
ment merely  because  contributions  or  reim- 
bursements (or  both)  with  respect  to  such 
plan  were  suspended  before  January  1, 
1985." 

(c)  Amendments  to  Section  4977.— 

(1)  Paragraph  (2)  of  section  4977(c)  is 
amended  to  read  as  follows: 

"(2)  at  all  times  on  or  after  January  1, 
1984,  and  before  the  close  of  the  calendar 
year  involved,  substantially  all  of  the  em- 
ployees of  the  employer  were  entitled  to  em- 
ployee discounts  on  goods  or  services  pro- 
vided by  the  employer  in  1  line  of  business, ". 

(2)  Section  4977  (relating  to  tax  on  certain 
fringe  benefits  provided  bv  on  employer)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(f)  Section  To  Apply  Only  to  Employ- 
ment Within  the  United  States.— Except  as 
otherwise  provided  in  regulations,  this  sec- 
tion shall  apply  only  unth  respect  to  employ- 
ment within  the  United  States. " 

(3)  For  purposes  of  determining  whether 
the  requirements  of  section  4977(c)  of  the  In- 
ternal Revenue  Code  of  1954  are  met  in  the 
case  of  an  agricultural  cooperative  incorpo- 
rated in  1964,  there  shall  not  be  taken  into 
account  employees  of  a  member  of  the  same 
controlled  group  as  such  cooperative  which 
became  a  member  during  July  1980. 

(d)  Treatment  of  Telephone  Concession 
Service  for  Certain  Retirees.— Section  559 
of  the  Tax  Reform  Act  of  1984  is  amended  by 
adding  at  the  end  thereof  the  following  sub- 
section: 

"(e)  Telephone  Service  for  Pre-Divesti- 
TURE  Retirees.— In  the  case  of  an  employee 
who,  by  reason  of  retirement  or  disability, 
separated  before  January  1,  1984,  from  the 
service  of  on  entity  subject  to  the  modified 
final  judgment— 

"(1)  all  entities  subject  to  the  modified 
final  judgment  shall  be  treated  as  a  single 
employer  in  the  same  line  of  business  for 
purposes  of  determining  whether  telephone 
service  provided  to  the  employee  is  a  no-ad- 
ditional-cost service  as  defined  in  section 
132  of  the  Internal  Revenue  Code  of  1954; 
and 

"(2)  payment  by  an  entity  subject  to  the 
modified  final  judgment  of  all  or  pari  of  the 
cost  of  local  telephone  service  provided  to 
the  employee  by  a  person  other  than  an 
entity  subject  to  the  modified  final  judgment 
(including  rebate  of  the  amount  paid  by  the 
employee  for  the  service  and  payment  to  the 
person  providing  the  service)  shall  be  treat- 
ed as  telephone  service  provided  to  the  em- 
ployee by  such  single  employer  for  purposes 
of  determining  whether  the  telephone  service 
is  a  no-additional-cost  service  as  defined  in 
section  132  of  the  Internal  Revenue  Code  of 
1954. 

For  purposes  of  this  subsection,   the  term 
'employee'  has  the  meaning  given  to  such 
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term  6»  itction  132(f)  of  the  Internal  Reve- 
nue Code  of  19S4." 

(e)  Trlatmest  of  Ckrtajn  Leased  Oper- 
ations or  Department  Stores.— For  purposes 
of  section  132(h)l2)tB)  of  the  Interned  Reve- 
nue Code  of  19S4,  a  leased  section  of  a  de- 
partment store  which,  in  connection  unth 
the  offering  of  beautician  services,  custom- 
arily makes  sales  of  beauty  aids  in  the  ordi- 
nary course  of  business  shall  be  treated  as 
engaged  in  over-the-counter  sales  of  proper- 
ty. 

(f)  TRAMsmoNAL  Rules  for  Treatment  of 
Certain  Reductions  m  TumoN.— 

(1)  A  tuition  reduction  plan  shall  be  treat- 
ed as  meeting  the  reijuirements  of  section 
in(d)(3)  of  the  Internal  Revenue  Code  of 
1954  if- 

(A)  such  plan  uxnild  have  met  the  require- 
ments of  such  section  (as  amended  by  this 
section  but  without  regard  to  the  lack  of  evi- 
dence that  benefits  under  such  plan  were  the 
subject  of  good  faith  bargaining)  on  the  day 
on  which  eligibility  to  participate  in  the 
plan  was  closed, 

(B)  at  all  times  thereafter,  the  tuition  re- 
ductions availabU  under  such  plan  are 
avaHabU  on  substantially  the  same  terms  to 
all  employees  eligibte  to  participate  in  such 
plan,  and 

<C)  the  eligibility  to  participate  in  such 
plan  closed  on  June  30,  1972,  June  30.  1974, 
or  December  31,  1975. 

(2)  For  purposes  of  applying  section 
117(d)(3)  of  the  Internal  Revenue  Code  of 
1954  to  all  tuition  reduction  plans  of  an  em- 
ployer unth  at  teast  1  such  plan  descrit>ed  in 
paragraph  (1)  of  this  subsection,  there  shall 
6e  excluded  from  consideration  employees 
not  included  in  the  plan  who  are  included 
in  a  unit  of  employees  covered  by  an  agree- 
ment that  the  Secretary  of  the  Treasury  or 
his  delegate  finds  to  be  a  coUective  bargain- 
ing agreement  betu}een  employee  representa- 
tives and  1  or  more  employers,  if.  unth  re- 
spect to  plans  other  than  plans  described  in 
paragraph  (1),  there  is  evidence  that  such 
benefits  were  the  subject  of  good  faith  ttar- 
gaining. 

(3)  Any  reduction  in  tuition  provided  with 
respect  to  a  full-time  course  of  education 
furnished  at  the  graduate  level  before  July  1. 
1988,  shall  not  be  included  in  gross  income 
if- 

(A)  such  reduction  would  not  be  included 
in  gross  income  under  the  Internal  Revenue 
Service  regulations  in  effect  on  the  date  of 
the  enactment  of  the  Tax  Reform  Act  of 
1984,  and 

(B)  such  reduction  is  provided  unth  re- 
spect to  a  student  who  was  accepted  for  ad- 
mission to  such  course  of  education  before 
July  1,  1984,  and  l>egan  such  course  of  edu- 
cation before  June  30,  1985. 

SBC   IU4.  AMENDMENTS  RELATED  TO  EMPLOYEE 
STOCK  OWNEKSBIP  PLANS 

(a)  Amendments  Related  to  Section  541.— 

(1)  Section  1042(a)  (relating  to  nonrecog- 
nUion  of  gain)  is  amended— 

(A)  by  striking  out  "gain  (if  any)  on  such 
sale"  and  inserting  in  lieu  thereof  "gain  (if 
any)  on  such  sate  u>hich  uwuld  be  recognized 
as  long-term  capital  gain  ",  and 

<B)  6y  striking  out  "the  taxpayer  elects"  in 
paragraph  (1)  and  inserting  in  lieu  thereof 
"the  taxpayer  or  executor  elects  in  such  form 
as  the  Secretary  may  prescribe". 

(2J(AJ  Section  1042(b)(2)  (relating  to  re- 
quirement that  employees  must  own  30  per- 
cent of  stock)  is  amended  to  read  as  follows: 

"(2)  Plan  must  hold  t»  percent  of  stock 
ATTtR  SALE.— The  plan  or  cooperative  re- 
ferred to  in  paragraph  (1)  owns  (after  appli- 
cation of  section  318(a)(4)),  immediately 
after  the  sale,  at  least  30  percent  of— 


"(A)  each  class  of  outstanding  stock  of  the 
corporation  (other  than  stock  described  in 
section  1504(a)(4))  which  issued  the  quali- 
fied securittes,  or 

"(B)  the  total  value  of  all  outstanding 
stock  of  the  corporation  (other  than  stock 
described  in  section  1504(a)(4)). 

(B)(i)  The  requirement  that  section 
1042(b)  of  the  Internal  Revenue  Code  of  1954 
shall  be  applied  with  regard  to  section 
318(a)(4)  of  such  Code  shall  apply  to  sales 
after  May  S,  1986. 

(ii)  In  the  case  of  sates  after  July  18,  1984, 
arul  before  the  date  of  the  enactment  of  this 
Act,  paragraph  (2)  of  section  1042(b)  of  such 
Code  shall  apply  as  if  it  read  as  follows: 

"(2)  Employees  must  own  30  percent  of 
stock  after  sale.— The  plan  or  cooperative  re- 
ferred to  in  paragraph  (1)  orons.  immediate- 
ly after  the  sale,  at  teo5f  30  percent  of  the 
employer  securities  or  30  percent  of  the 
value  of  employer  securities  (within  the 
meaning  of  section  409(1)  outstanding  at 
the  time  of  sate. " 

(3)(A)  Section  409  is  amended  tni  redesig- 
nating subsection  (n)  as  subsection  (o)  and 
by  inserting  after  subsection  (m)  the  follow- 
ing new  subsection: 

"(n)  SECURrnES  Received  in  Certain 
Transactions.— 

"(1)  In  OENERAL.—A  plan  to  which  section 
1042  applies  and  an  eligibte  toorker-owned 
cooperative  (within  the  meaning  of  section 
1042(c))  shall  provide  that  no  portion  of  the 
assete  of  the  plan  or  cooperative  attributabte 
to  (or  allocable  in  lieu  of)  employer  securi- 
ttes acquired  by  the  plan  or  cooperative  in  a 
sate  to  which  section  1042  applies  may 
accrue  (or  be  allocated  directly  or  indirectly 
under  any  plan  of  the  employer  meeting  the 
requirements  of  section  401(a))— 

"(A)  during  the  nonallocation  period,  for 
the  benefit  of— 

"(i)  any  taxpayer  who  makes  an  etection 
under  section  1042(a)  with  respect  to  em- 
ployer securities, 

"(ii)  any  individual  who  is  related  to  the 
taxpayer  (within  the  meaning  of  section 
267(b)),  or 

"(B)  for  the  benefit  of  any  other  person 
who  owns  (after  application  of  section 
318(a))  more  than  25  percent  of— 

"(i)  any  class  of  outstanding  stock  of  the 
corporation  which  issued  such  employer  se- 
curittes or  of  any  corporation  which  is  a 
member  of  the  same  controlted  group  of  cor- 
porations (unthin  the  meaning  of  subsection 
(l)(4))  as  such  corporation,  or 

"(ii)  the  total  value  of  any  class  of  out- 
standing stock  of  any  such  corporation. 
For  purposes  of  subparagraph  (B).  section 
318(a)  shall  be  applied  loithout  regard  to  the 
employee  trust  exception  in  paragraph 
(2)(B)(i). 

"(2)  Failure  to  meet  requirements.— If  a 
plan  fails  to  meet  the  requirements  of  para- 
graph (1)— 

"(A)  the  plan  shall  be  treated  as  having 
distributed  to  the  person  described  in  para- 
graph (1)  the  amount  allocated  to  the  ac- 
count of  such  person  in  violation  of  para- 
graph (1)  at  the  time  of  such  aUocatUm, 

"(B)  the  provisions  of  section  4979A  shall 
apply,  and 

"(C)  the  statutory  period  for  the  assess- 
ment of  any  tax  imposed  by  section  4979A 
shall  not  expire  t>efore  the  date  which  is  3 
years  from  the  later  of— 

"(i)  the  1st  allocation  of  employer  securi- 
ties in  connection  with  a  sate  to  the  plan  to 
which  section  1042  applies,  or 

"(ii)  the  date  on  which  the  Secretary  is  no- 
tified of  such  failure. 

"(3)  Definitions  and  special  rules.— For 
purposes  of  this  subsection— 


"(A)  Lineal  descendants.— Paragraph 
(l)(A)(ii)  shall  not  apply  to  any  individual 
if- 

"(i)  such  individual  is  a  lineal  descendant 
of  the  taxpayer,  and 

"(ii)  the  aggregate  amount  allocated  to  the 
benefit  of  all  such  lineal  descendants  during 
the  nonallocation  period  does  not  exceed 
more  than  5  percent  of  the  employer  securi- 
ttes (or  amounts  allocated  in  lieu  thereof) 
held  bv  the  plan  which  are  attributabte  to  a 
sate  to  the  plan  by  any  person  related  to 
such  descendants  (within  the  meaning  of 
section  267(c)(4))  in  a  transaction  to  which 
section  1042  applied. 

"(B)  25-percent  shareholders.— A  person 
shall  be  treated  as  failing  to  meet  the  stock 
oumership  limitation  under  paragraph 
(1)(B)  if  such  person  fails  such  limitation— 

"(i)  at  any  time  during  the  1-year  period 
ending  on  the  date  of  sate  of  qualifted  secu- 
rities to  the  plan  or  cooperative,  or 

"(ii)  on  the  date  (u  of  whteh  qualifted  se- 
curities are  allocated  to  participants  in  the 
plan  or  cooperative. 

"(C)  Nonallocation  period.— The  term 
'nonallocation  period'  means  the  10-year 
period  l>eginning  on  the  later  of— 

"(i)  the  date  of  the  sate  of  the  qualifted  se- 
curities, or 

"(ii)  the  date  of  the  plan  allocation  attrib- 
utabte to  the  final  payment  of  acquisition 
indebtedness  incurred  in  connection  with 
such  sale. " 

(B)  Section  1042(b)(3)  is  amended  by  strik- 
ing out  paragraph  (3)  and  redesignating 
paragraph  (4)  as  paragraph  (3). 

(C)  The  amendments  made  by  this  para- 
graph apply  to  sates  of  securities  after  the 
date  of  the  enactment  of  this  Act 

(4)  Section  1042(c)(1)  (defining  qualifted 
securittes)  is  amended— 

(A)  by  striking  out  "securities  outstanding 
that  are"  in  subparagraph  (A)  and  inserting 
in  lieu  thereof  "stock  outstanding  that  is", 

(B)  by  inserting  "and"  at  the  end  of  sub- 
paragraph (A),  and 

(C)  by  striking  out  subparagraph  (B)  and 
redesignating  subparagraph  (C)  as  sultpara- 
graph  (B). 

(5)(A)  Paragraph  (4)  of  section  1042(c)  (de- 
fining qualified  replacement  property)  is 
amended  to  read  as  follows: 

"(4)  QUAUFIED  REPLACEMENT  PROPERTY.— 

"(A)  In  general.— The  term  'qualifted  re- 
placement property'  means  any  security 
issued  by  a  domestic  operating  corjmration 
which— 

"(i)  did  not,  for  the  taxdbte  year  preceding 
the  taxabte  year  in  which  such  security  was 
purchased,  have  passive  investment  income 
(as  defined  in  section  1362(d)(3)(D))  in 
excess  of  25  percent  of  the  gross  receipts  of 
such  corporation  for  stich  preceding  taxabte 
year,  and 

"(ii)  is  not  the  corporation  which  issued 
the  qualified  securittes  which  such  security 
is  replacing  or  a  member  of  the  same  con- 
trolted group  of  corporations  (unthin  the 
meaning  of  section  1563(a)(1))  as  such  cor- 
poration. 

For  purposes  of  clause  (i),  income  which  is 
described  in  section  9S4(c)(3)  shall  not  be 
treated  as  passive  investment  income. 

"(B)  Operatino  CORPORATION.— For  pur- 
poses of  this  paragraph— 

"(i)  In  OENERAL.—The  term  'operating  cor- 
poration' means  a  corporation  more  than  50 
percent  of  the  assets  of  which  were,  at  the 
time  the  security  was  purchased  or  before 
the  close  of  the  placement  period,  used  in  the 
active  conduct  of  the  trade  or  business. 
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"(ii)  Financial  iNSTnvnoNs  and  rNStJRANCB 
COMPANIES.— The  term  'operating  corpora- 
tion'shall  include— 

"(I)  any  financial  institution  described  in 
section  581  or  S93,  and 

"(ID  an  insurance  company  subject  to  tax 
under  subchapter  L. 

"<C)  CONTROLUNQ  AND  CONTROLLED  CORPO- 
KATTONS  TREATED  AS  1  CORPORATION.— 

"(iJ  In  OENERAU—For  purposes  of  applying 
this  paragraph,  if— 

"(I)  the  corporation  issuing  the  security 
otons  stock  representing  control  of  1  or  more 
other  corporatiotu, 

"(ID  1  or  more  other  corporations  own 
stock  representing  control  of  the  corpora- 
tion issuing  the  security,  or 

"(III)  both, 
then  all  such  corporations  shall  be  treated 
as  1  corporatiotu 

"(ii)  Control.— For  purposes  of  clause  (i), 
the  term  'control'  has  the  meaning  given 
such  term  by  section  304(c).  In  determining 
control,  there  shall  be  disregarded  any  quali- 
fied replacement  property  of  the  taxpayer 
with  respect  to  the  section  1042  sale  being 
tested. 

"(D)  Security  defined.— For  purposes  of 
this  paragraph,  the  term  'security'  has  the 
meaning  given  such  term  by  section 
165(g)(2),  except  that  such  term  shall  not  in- 
clude any  security  issued  by  a  government 
or  jmlitical  subdivision  thereof. " 

(B)If- 

(i)  before  January  1, 1987,  the  taxpayer  ac- 
quired any  security  (as  defined  in  section 
165(g)(2)  of  the  Internal  Revenue  Code  of 
1954)  issued  by  a  domestic  corporation  or  by 
any  State  or  political  subdivision  thereof, 

(ii)  the  taxpayer  treated  such  security  as 
Qualified  replacement  property  for  purposes 
of  section  1042  of  such  Code,  and 

(Hi)  such  property  does  not  meet  the  re- 
quirements of  section  1042(c)(4)  of  such 
Code  (as  amended  by  subparagraph  (A)), 
then,  with  respect  to  so  much  of  any  gain 
which  the  taxpayer  treated  as  not  recog- 
nized under  section  1042(a)  by  reason  of  the 
acquisition  of  such  property,  the  replace- 
ment period  for  purposes  of  such  section 
shall  not  expire  before  January  1, 1987. 

(6)(A)  Section  1042(c)  (relating  to  defini- 
tions and  special  rules)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(7)  Section  not  to  apply  to  qain  of  c 
C0RP0RAT70N.— Subsection  (a)  shall  not 
apply  to  any  gain  on  the  sale  of  any  QtuUi- 
fied  securities  which  is  includible  in  the 
gross  income  of  any  C  corporatioTL  " 

(B)  The  amendment  made  by  subpara- 
graph (A)  shall  apply  to  sales  after  March 
28,  1985,  except  that  such  amendment  shall 
not  apply  to  sales  made  before  July  1,  1985, 
if  made  pursuant  to  a  binding  contract  in 
effect  on  March  28,  1985,  and  at  aU  times 
thereafter. 

(C)  The  amendment  made  by  subpara- 
graph (A)  shall  not  apply  to  any  sale  occur- 
ring on  December  20,  1985,  unth  respect  to 
which— 

(i)  a  commitment  letter  vxis  issued  by  a 
bank  on  October  31, 1984,  and 

(ii)  a  final  purchase  agreement  was  en- 
tered into  on  November  5, 1985. 

(D)  In  the  case  of  a  sale  on  September  27, 
1985,  with  respect  to  which  a  preliminary 
commitment  letter  u>as  issued  by  a  bartk  on 
April  10,  1985,  and  with  respect  to  which  a 
commitment  letter  u>as  issued  by  a  bank  on 
June  28,  1985,  the  amendment  made  by  sub- 
paragraph (A)  shall  apply  but  such  sale  shall 
be  treated  aa  having  occurred  on  September 
27. 1989. 


(7)  Section  1042(d)  (relating  to  basis  of 
qualified  replacement  property)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  flush  sentence' 

"Any  reduction  in  basis  under  this  subsec- 
tion shall  not  be  taken  into  account  for  pur- 
poses of  section  1278(a)(2)(A)(ii)  (relating  to 
definition  of  market  discount). " 

(8)(A)  Section  1042  is  amended  by  redesig- 
nating subsection  (e)  as  subsection  (f)  and 
by  inserting  after  subsection  (d)  the  follow- 
ing new  subsectiotu 

"(e)  Recapture  of  Gain  on  Disposition  of 
Qualified  Replacement  Property.— 

"(1)  In  aENERAL.—If  a  taxpayer  disposes  of 
any  qualified  replacement  property,  then, 
notvHthstanding  any  other  provision  of  this 
title,  gain  (if  any)  shall  be  recognized  to  the 
extent  of  the  gain  which  was  not  recognized 
under  subsection  (a)  by  reason  of  the  acqui- 
sition by  such  taxpayer  of  such  qualified  re- 
placement property. 

"(2)  Special  rule  for  corporations  con- 
trolled BY  THE  taxpayer.— If— 

"(A)  a  corporation  issuing  qualified  re- 
placement property  disposes  of  a  substantial 
portion  of  its  assets  other  than  in  the  ordi- 
nary course  of  its  trade  or  business,  and 

"(B)  any  taxpayer  ouming  stock  represent- 
ing control  (unthin  the  meaning  of  section 
304(c))  of  such  corporation  at  the  time  of 
such  disposition  holds  any  qualified  replace- 
ment property  of  such  corporation  at  such 
time, 

then  the  taxpayer  shall  be  treated  as  having 
disposed  of  such  qualified  replacement  prop- 
erty at  such  time. 

"(3)  Recapture  not  to  apply  in  certain 
CASES.— Paragraph  (1)  shall  not  apply  to  any 
transfer  of  qualified  replacement  property— 

"(A)  in  any  reorganization  (within  the 
meaning  of  section  368)  unless  the  person 
making  the  election  under  subsection  (a)(1) 
owns  stock  representing  control  in  the  ac- 
quiring or  acquired  corporation  and  such 
property  is  substituted  basis  property  in  the 
hands  of  the  transferee, 

"(B)  by  reason  of  the  death  of  the  person 
making  such  election, 

"(C)  by  gift,  or 

"(D)  in  any  transaction  to  which  section 
1042(a)  applies." 

(B)  The  amendment  made  by  subpara- 
graph (A)  stiall  apply  to  dispositions  after 
the  date  of  the  enactment  of  this  Act,  in  tax- 
able years  ending  after  such  date. 

(9)(A)  Chapter  43  (relating  to  qualified 
pension,  etc.  plaris)  is  amended  by  adding  at 
the  end  thereof  the  following  new  sectiorv 
.  -SEC  4»nA.  tax  on  certain  prohibited  alloca- 
tions OF  QVAUFIED  SECVRITIES. 

"(a)  Imposition  of  Tax.— If  there  is  a  pro- 
hibited allocation  of  qualified  securities  by 
any  employee  stock  ownership  plan  or  eligi- 
ble worker-owned  cooperative,  there  is 
hereby  imposed  a  tax  on  such  allocation 
equal  to  50  percent  of  the  amount  involved. 

"(b)  Prohibited  Allocation.— For  purposes 
of  this  section,  the  term  'prohibited  alloca- 
tion'means— 

"(1)  any  allocation  of  qualified  securities 
acquired  in  a  sale  to  which  section  1042  ap- 
plies which  violates  the  provisions  of  sec- 
tion 409(n),  and 

"(2)  any  benefit  which  accrues  to  any 
person  in  violation  of  the  provisions  of  sec- 
tion 409(n). 

"(c)  Liability  for  Tax.— The  tax  imposed 
by  this  section  shall  be  paid  by— 

"(1)  the  employer  sponsoring  such  plan,  or 

"(2)  the  eligible  worker-owned  cooperative, 
which  made  the  written  statement  described 
in  section  1042(b)(3)(B). 


"(d)  Definitions.— Terms  used  in  this  sec- 
tion have  the  same  respective  meaning  as 
when  used  in  section  4978. " 

(B)  Subparagraph  (B)  of  section  1042(b)(3) 
is  amended  by  striking  out  "section  4978(a)" 
and  inserting  in  lieu  thereof  "sectUms  4978 
and4979A". 

(C)  The  table  of  sections  for  chapter  43  is 
amended  by  adding  at  the  end  thereof  the 
following  new  item: 

"Sec  4979A.  Tax  on  certain  prohibited  allo- 
cations of  qualified  securities. " 

(D)  The  amendments  made  by  this  para- 
graph shall  apply  to  sales  of  securities  after 
the  date  of  the  enactment  of  this  Act 

(10)  Paragraph  (5)  of  section  1042(c)  (re- 
lating to  securities  acquired  by  underwriter) 
is  amended— 

(A)  by  striking  out  "acquisition"  and  in- 
serting in  lieu  thereof  "sale", 

(B)  by  inserting  "to  an  employee  stock 
ovmership  plan  or  eligible  worker-owned  co- 
operative" before  "in",  and 

(C)  by  striking  out  "acquired"  in  the  head- 
ing thereof  and  inserting  in  lieu  thereof 
"sold". 

(11)  The  heading  for  section  1042  is 
amended  by  inserting  "empl»get"  before 
"stock". 

(12)  The  table  of  sections  for  part  III  of 
subchapter  O  of  chapter  1  is  amended  by 
striking  out  the  item  relating  to  section  1042 
and  inserting  in  lieu  thereof  the  following 
new  item: 

"Sec.  1042.  Sales  of  stock  to  employee  stock 
ownership  plans  or  certain  co- 
operatives. " 

(b)  Amendments  Related  to  Section  542.— 

(1)  Paragraph  (5)  of  section  72(e)  is 
amended  by  adding  at  the  end  of  subpara- 
graph (D)  the  following  new  flush  sentence: 
"Any  dividend  described  in  section  404(k) 
which  is  received  by  a  participant  or  benefi- 
ciary shall,  for  purposes  of  this  subpara- 
graph, be  treated  aa  paid  under  a  separate 
contract  to  which  clause  (iiXI)  applies. " 

(2)  Section  404  (k)  is  amended— 

(A)  by  adding  at  the  end  thereof  the  follow- 
ing new  flush  sentence- 

"Any  deduction  under  subjHiragraph  (A)  or 
(B)  of  paragraph  (2)  shall  be  allowed  in  the 
taxable  year  of  the  corporation  in  which  the 
dividejid  is  paid  or  distributed  to  the  partic- 
ipant under  paragraph  (2). ",  and 

(B)  by  striking  out  "during  the  taxable 
year"  in  the  matter  preceding  paragraph  (1). 

(3)  Section  404(k),  as  amended  by  para- 
graph (2),  is  amended  by  adding  at  the  end 
thereof  Uie  following  new  sentence:  "A  plan 
to  which  this  subsection  applies  shall  not  be 
treated  as  violating  the  requirements  of  sec- 
tion 401,  409,  or  4975(e)(7)  merely  by  reason 
of  any  distribution  described  in  paragraph 
(2)." 

(4)  Subsection  (k)  of  section  404  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  sentence: 

"The  Secretary  may  disallow  the  deduction 
under  this  subsection  for  any  dividend  if  the 
Secretary  determines  that  such  dividend 
constitutes,  in  substance,  an  avoidance  of 
taxation. " 

(5)  Paragraph  (2)  of  section  404(k)  is 
amended  by  striking  out  "participants  in 
the  plan"  each  place  it  appears  and  insert- 
ing in  lieu  thereof  "participants  in  the  plan 
or  their  beneficiaries". 

(6)  The  amendments  made  by  paragraphM 
(1)  and  (2)  shall  not  apply  to  dividends  paid 
before  January  1,  1986.  if  the  taxpayer  treat- 
ed such  dividends  in  a  manner  inconsistent 
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with  $vch  amendment*  on  a  return  filed 
with  the  Secretary  before  the  date  of  the  en- 
actment of  this  Act 

(c)  AMEtauaifTS  Rklated  to  Sectios  S43.— 

(1)  Subparoffraph  (BJ  of  section  291<e)tl) 
(defining  financial  institution  preference 
item)  it  amended  by  adding  at  the  end  there- 
of the  following  new  clause: 

"<iv>  Special  rules  for  obuoations  to 
wmcH  SECTION  lij  AfPUES.—In  the  case  of  an 
obligation  to  which  section  133  applies,  in- 
terest on  such  obligation  sluM  not  be  treated 
as  exempt  from  taxes  for  purposes  of  this 
subparagraph. " 

(2)fA>  Section  133  (relating  to  exemption 
for  interest  on  certain  loans  used  to  acquire 
employer  securities)  is  amended  by  adding 
at  the  end  thereof  the  following  new  subsec- 
tion: 

"(d)  AppucATtON  With  Section  483  and 
Orioinal  Issue  Discount  Rules.— In  apply- 
ing section  483  and  subpart  A  of  part  V  of 
subchapter  P  to  any  obligation  la  which  this 
section  applies,  appropriate  adjustments 
shall  be  made  to  the  applicable  Federal  rate 
to  take  into  account  Oie  exclusion  under 
sut>section  (a). " 

(BJ  Section  7812(f)  is  amended  by  adding 
at  the  end  thereof  the  following  new  para- 
graphs 

"(11)  Special  rule  for  certain  employer 
security  loans.— This  section  shall  not 
apply  to  any  loan  l)etween  a  corporation  (or 
any  member  of  the  controlled  group  of  cor- 
porations which  includes  such  corporation) 
and  an  employee  stock  oumership  plan  de- 
scribed in  section  4S7S(e)(7)  to  the  extent 
that  the  interest  rate  on  such  loan  is  equal 
to  the  interest  rate  paid  on  a  related  securi- 
ties acquisition  loan  (as  described  in  section 
133(b))  to  such  corporation. " 

(C)  Section  133(b)(2)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
flush  sentence: 

"For  purposes  of  this  paragraph,  subpara- 
graphs (A)  and  (B)  shall  not  apply  to  any 
loan  which,  Imt  for  such  subparagraphs, 
would  be  a  securities  acquisition  loan  if 
such  loan  tros  not  originated  by  the  employ- 
er of  any  employees  who  are  covered  by  the 
plan  or  by  any  member  of  the  controlled 
group  of  corporations  which  includes  such 
employer,  except  that  this  section  shall  not 
apply  to  any  interest  received  on  such  loan 
during  such  time  as  such  loan  is  held  by 
such  employer  (or  any  member  of  such  con- 
trolled group). " 

(D)  Section  133(b)  is  amended  by  redesig- 
nating paragraph  (3)  as  paragraph  (4)  and 
by  adding  after  paragraph  (2)  the  following 
new  paragraph: 

"(3)  Terms  appucable  to  certain  securi- 
ties ACQUISITION  loans.— A  loan  to  a  corpora- 
tion shall  not  fail  to  be  treated  as  a  securi- 
ties acquisition  loan  merely  ttecause  the  pro- 
ceeds of  such  loan  are  lent  to  an  employee 
stock  ownership  plan  sponsored  by  such  cor- 
poration (or  try  any  member  of  the  con- 
trolled group  of  corporations  which  includes 
such  corporation)  if  such  loan  includes— 

"(A)  repayment  terms  which  are  substan- 
tially similar  to  the  terms  of  the  loan  of  such 
corporation  from  a  lender  described  in  sub- 
section (a),  or 

"(B)  repayment  terms  providing  for  more 
rapid  repayment  of  principal  or  interest  on 
tueh  loan  tnit  only  if— 

"(i)  allocations  under  the  plan  attributa- 
ble to  such  repayment  do  not  discriminate 
in  favor  of  highly  compensated  employees 
(within  the  meaning  of  section  414(q)),  and 

"(ii)  the  total  commitment  period  of  such 
loan  to  the  corporation  does  not  exceed  7 
years." 
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(d)  Amendments  Related  to  Section  S44.— 
(1)(A)  Section  2210(a)  (relating  to  liability 

for  payment  of  estate  tax  in  case  of  transfer 
of  employer  securities  to  an  ESOP  or  worker 
cooperative)  is  amended  by  striking  out 
"and"  at  the  end  of  paragraph  (1),  by  redes- 
ignating paragraph  (2)  as  paragraph  (3), 
and  by  inserting  after  paragraph  (1)  the  fol- 
lovying  new  paragraph- 

"(2)  the  executor  of  the  estate  of  the  dece- 
dent may  (without  regard  to  this  section) 
make  an  election  under  section  6166  with  re- 
spect to  that  portion  of  the  tax  imposed  by 
section  2001  which  is  attributable  to  em- 
ployer securities,  and". 

(B)  The  amendment  made  by  subpara- 
graph (A)  shall  apply  to  the  estates  of  dece- 
dents dying  after  September  27,  1985. 

(2)  Section  2210(c)  (relating  to  installment 
payments)  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(3)  Special  rules  for  appucation  of  sec- 
tion 6iseig>.—In  the  case  of  any  transfer  of 
employer  securities  to  on  employee  stock 
oumership  plan  or  eligible  worker-owned  co- 
operatii>e  to  which  this  section  applies— 

"(A)  Transfer  does  not  trigger  accelera- 
tion.—Such  transfer  shall  not  be  treated  as  a 
disposition  or  withdrawal  to  which  section 
6166(g)  applies. 

"iBJ  Separate  appucation  to  estate  and 
PLAN  interests.— Section  6166(g)  shall  be  ap- 
plied separately  to  the  interests  held  after 
such  transfer  by  the  estate  and  such  plan  or 
cooperative. 

"(C)  Required  distribution  not  taken 
INTO  account.— In  the  case  of  any  distribu- 
tion of  sxich  securities  by  such  plan  which  is 
described  in  section  4978(d)(1)— 

"(i)  such  distribution  shall  not  be  treated 
as  a  disposition  or  withdrawal  for  purposes 
of  section  6166(g),  and 

"(ii)  such  securities  shall  not  be  taken  into 
account  in  applying  section  6166(g)  to  any 
subsequent  disposition  or  withdrawal " 

(3)  Section  2210(g)  (relating  to  defini- 
tions) is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(5)  Tax  imposed  by  section  zooi.—The 
term  'tax  imposed  by  section  2001 '  includes 
any  interest,  penalty,  addition  to  tax,  or  ad- 
ditional amount  relating  to  any  tax  im- 
posed by  section  2001. " 

(4)  Section  2210(c)(1)  is  amended  by  in- 
serting "any  authorized  officer  of  before 
"the  cooperative"  in  the  matter  following 
subparagraph  (B). 

(5)  Section  2210(d)  (relating  to  guarantee 
of  payments)  is  amended— 

(A)  try  inserting  "and  any  eligible  worker- 
owned  cooperative"  before  "shall  guarantee" 
in  the  matter  following  paragraph  (2), 

(B)  try  striking  out  "such  plan"  and  insert- 
ing in  lieu  thereof  "such  plan  or  coopera- 
tive, respectively, ",  and 

(C)  by  striking  out  ",  including  any  inter- 
est payable  under  section  6601  which  is  at- 
tributable to  such  amount". 

(6)  Section  2210(g)(3)  is  amended  by  strik- 
ing out  "section  1041(b)(2)"  and  iTiserting  in 
lieu  thereof  "section  1042(c)(2)". 

(e)  Amendments  Related  to  Section  S4S.— 

(1)  Section  4978(a)(1)  (relating  to  tax  on 
disposition  of  securities  to  which  section 
1042  applies  before  close  of  minimum  hold- 
ing period)  is  amended  by  striking  out 
"then"  and  inserting  in  lieu  thereof  "than". 

(2)  Section  4978(b)(1)  is  amended  by  strik- 
ing out  "paragraph  (1)"  artd  inserting  in 
lieu  thereof  "sul>section  (a)". 

(3)  Section  4978(c)  is  amended  by  striking 
out  "section  1042(a)(2)(B)"  and  inserting  in 
lieu  thereof  "section  1042(b)(3)". 


(4)  Section  4978(d)(1)(C)  is  amended  by 
striking  out  "section  72(m)(5)"  and  insert- 
ing in  lieu  thereof  "section  72(m)(7)". 

(5)  Section  4978(e)(2)  is  amended  by  strik- 
ing out  "section  1042(b)(1)"  and  inserting  in 
lieu  thereof  "section  1042(c)(1)". 

(6)  Section  4978(e)(3)  is  amended  by  strik- 
ing out  "section  1042(b)(1)"  and  inserting  in 
lieu  thereof  "section  1042(c)(2)". 

(7)  Section  4978(d)  (relating  to  disposi- 
tions to  which  section  does  not  apply)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph- 

"(3)  Liquidation  of  corporation  into  co- 
operative.—In  the  case  of  any  exchange  of 
qualified  securities  pursuant  to  Uie  liquida- 
tion of  the  corporation  issuing  qualified  se- 
curities into  the  eligible  worker-oxoned  coop- 
erative in  a  transaction  which  meets  the  re- 
quirements of  section  332  (determined  by 
substituting  '100  percent'  for  '80  percent' 
each  place  it  appears  in  section  332(b)(1)), 
such  exchange  shall  not  be  treated  as  a  dis- 
position for  purposes  of  this  section. " 

(f)  Other  Amendments.— 

(1)(A)  Section  409(e)  (relating  to  voting 
rights)  is  amended  by  adding  at  the  end 
thereof  the  following  -new  paragraph: 

"(S)  1  VOTE  PER  PARTICIPANT.— A  plan  mccts 
the  requirements  of  paragraph  (2)  or  (3) 
with  respect  to  an  issue  if— 

"(A)  the  plan  permits  each  participant  1 
vote  with  respect  to  such  issue,  and 

"(B)  the  trustee  votes  the  shares  held  by 
the  plan  in  the  proportion  determined  after 
application  of  subparagraph  (A)." 

(B)  Paragraph  (3)  of  section  409(e)  (relat- 
ing to  requirement  for  other  employers)  is 
amended  by  striking  out  all  that  follows 
"with  respect  to"  and  inserting  in  lieu  there- 
of the  following:  "any  corporate  matter 
which  involves  the  voting  of  such  shares 
with  respect  to  the  approval  or  disapprotal 
of  any  corporate  merger  or  consolidation, 
recapitalization,  reclassification,  liquida- 
tion, dissolution,  sale  of  substantially  all 
assets  of  a  trade  or  business,  or  such  similar 
transaction  as  the  Secretary  may  prescribe 
in  regulations. " 

(C)  Paragraphs  (2)  and  (3)  of  section 
409(e)  are  amended  by  striking  out  "employ- 
er securities"  and  inserting  in  lieu  thereof 
"securities  of  the  employer". 

(D)  Paragraphs  (2)  and  (3)  of  section 
409(e)  are  amended  by  inserting  "or  benefi- 
ciary" after  "participant"  each  place  it  ap- 
pears. 

(2)  Section  402  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

"(g)  Effect  of  Disposition  of  Stock  by 
Plan  on  Net  Unrealized  Appreciation.— 

"(1)  In  general.— For  purposes  of  subsec- 
tion (a)(1)  or  (e)(4)(J),  in  the  case  of  any 
transaction  to  which  this  subsection  ap- 
plies, the  determination  of  net  unrealized 
appreciation  shall  be  made  without  regard 
to  such  transaction. 

"(2)  Transaction  to  which  subsection  ap- 
PUES.—This  subsection  shall  apply  to  any 
transaction  in  which— 

"(A)  the  plan  trustee  exchanges  the  plan's 
securities  of  the  employer  corporation  for 
other  such  securities,  or 

"(B)  the  plan  trustee  disposes  of  securities 
of  the  employer  corporation  and  uses  the 
proceeds  of  such  disposition  to  acquire  secu- 
rities of  the  employer  corporation  within  90 
days  (or  such  longer  period  as  the  Secretary 
may  prescribe),  except  that  this  subpara- 
graph shall  not  apply  to  any  employee  unth 
respect  to  whom  a  distribution  of  money 
was  made  during  the  period  after  such  dis- 
position and  before  such  acquisition. " 
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<3)(A)  Section  497S(eJ(7>  is  amended  by  in-        lb)  Definition  of  Quaufied  VETTRAN.—Sub-  "(If  In  general.— The  afnount  of  advanced 

serting  ",  section  409<o),  and,  if  applicable,     paragraph  <B)  of  section  103A(o>(4)  Idefin-  refunding  bonds  which  may  be  issued  under 

section  409ln)"  after  "section  409(h)".                ing  qualified  veteran)  is  amended  by  strik-  subsection  (a)  shall  not  exceed  the  lesser  of— 

(B)  Section  1042(b)(3)(B)  is  amended  by     ing  out  "January  1,  198S"  and  inserting  in  "(A)  (300,000,000,  or 
inserting     "and     4979A"     after      section    lieu  thereof  "January  31, 198S".  "(B)  the  excess  of— 

4978(a)".                                                               Ic)  Clarification  of  Good  Faith  Effort  -a)  the  projected  aggregate  paymenU  of 

(C)  Section  409(h)(2)  is  amended  by  strik-  Provisions.—  principal  on  the  applicable  mortgage  bonds 
ing  out  "in  cash"  in  the  second  sentence  (1)  Subparagraph  (B)  of  section  103A(c)(2)  during  the  IS-fiscal  year  period  beginning 
thereof  and  inserting  in  lieu  thereof  "in     (defining     qualified     mortgage     issue)     is  with  fiscal  year  1984,  over 

cash,  except  that  such  plan  may  distribute     amended  by  striking  out  "and  (j)"  and  in-  -m)    (^   projected    aggregate   payments 

employer  securities  subject  to  a  requirement    serting  in  lieu  thereof  "and  (j)(l)  and  (2)".  during  such  period  of  principal  on  mart- 

that  such  securities  may  be  resold  to  the  em-        <2)  Subparagraph  (C)  of  section  103A(c)(2)  gg^g^  financed  by  the  applicable  moHgage 

ployer  under  the  terms  which  meet  the  re-     is  amended  by  striking  out  "and  (i)"  and  tn-  lyon^s. 

quirements  of  section  409(0)".                             serting  in  lieu  thereof  "(i),  and  (j)  (3),  (4),  ..,2)  assumptions  used  in  making  projec- 

(4)(A)   The  amendments  made  by  para-     and  (S)".  noN.—The   computation   under  paragraph 

graph  (1)(A)  and  (3)  shaU  take  effect  on  the    SEC.  lut  AMENDMENT  RELATED  TO  SECTION  SI2  OF  (jj(b/  shall  be  made  by  using  the  foUowing 

date  of  the  enactment  of  this  Act                                          the  act.  percentages  of  the  prepayment  experience  of 

(B)  The  amendments  made  by  subpara-        (a)  Requirements  for   Quaufied   Mort-  ^^  Federal  Housing  Administration  in  the 
graphs  (B),  (C),  and  (D)  of  paragraph  (1)     gage    Credit   Certificate   PROORAM.—Sub-  ^^^^  ^^  region  in  which  the  Usuer  of  the  ad- 
shall  apply  after  December  31,  1986,  to  stock     clause  (V)  of  section  2S(c)(2)(A)(iii)  (defin-  ^^nce  refunding  bonds  is  located- 
acquired  after  December  31,  1979.                       ing  qualified  mortgage  credit  certificate  pro- 

(C)  The  amendments  made  tyy  paragraph     gram)  is  amended  by  striking  out   "para-  "Fiweal  Year                                         Pertentate: 

(2)  shall  apply  to  any  transaction  occurring    graph  (1)  of  subsection  (j)"  and  inserting  in        1984 IS 

after  December  31,  1984,  except  that  in  the    lieu  thereof  "subsection  (j),  other  than  para-        1985 — 20 

case  of  any  transaction  occurring  before  the    graph  (2)  thereof.  1986 25 

date  of  the  enactment  of  this  Act,  the  period       (b)  Good  Faith  Effort  Rules  Made  Appu-       1987  and  thereafter 30. 

under  which  proceeds  are  required  to  be  in-     cable. -Subparagraph  (A)  of  section  25(c)(2)  nrwiMmn^,^     Fnr  numosM  of  this  sec- 

vested  under  section  402(g)  of  the  Internal     (defining  qualified  mortgage  credit  certifi-  (c)J)EnNiTiONS.-For  purposes  o/  mis  sec 

Revenue  Code  of  1954  (as  added  by  para-     cate  program)  U  amended  by  adding  at  the  "O"-       .                    mcrtoaoe    bonds -The 

graph  (2))  shaU  not  end  before  the  earlier  of    end  thereof  the  following  new  sentence:  ^    <^\   Appucable    mortgage    bonds^tm 

lyiarafterOie  date  of  such  transaction  or     "Under   regulations,    rules   simUar   to    the  term  applicable  moHgage  borids  means  any 

mdaiiZt^th^daU  oTthe  enactment  of    rules  of  subparagraphs  (B)  and  (C)  of  sec-  lualxfted  veterans'  mortgage  bonds  issued  as 

this  Act                                                                    tion  103A(c)(2)  ShaU  apply  to  the  require-  pari  of  an  issue-                               „         , 

Sc  1L  AMENDME^rs  RELATED  TO  MISCELLANE-     ments  Of  this  subparagraph."  ,r''fLf''"'''  """  '«'^"^'''*»'«'  ""  "^'"^^ 

OVS  EMPLOYEE  BENEFIT  PROVISIONS.             (C)     CARRYFORWARD    OF    EXCESS    CREDIT.—  Jl,  1S81.                                   ^     ..  ,^ 

(ai  AMENDMENT  RELATED  TO  SECTION  555  OF    Subparagraph  (B)  of  section  25(e)(1)  (relat-  "fB)  with  respect  to  which  the  excess  deter- 

7iSAi^-iZ7ctioT(7)oIfecH^5SSofZ    ing  to  carryforward  of  unused  credit)  U  mined  under  subsection  (b)(1)(B)  exceeds  12 

T^Zfon^Actofl984  (relating  totechni-     amended  to  read  as  foUows:  Percent  of  the  aggregate  principal  arnount  of 

l^Tj^m^t^tothTin^tuJ^lto^k        "(B)    LmiTATiON.-The    amount    of    the  such  bonds  ouUtanding  on  July  1,  1983, 

ovtioTZS^)  i!amLud-                         unused  credit  which  may  be  taken  into  ac-  "(C)  with  respect  to  which  the  amount  of 

m^striMnaout   "subsection   (a)"  in     count  under  subparagraph  lA)  for  any  tax-  the    average    annual   prepaymenU    dunng 

JarLoi^vhTvlUirLeriin^nl^                abU  year  shall  not  exceed  the  amount  Of  fiscal  years  1981,  1982,  and  1983  was  less 

^^2Zcti^n(aHir'  **"*"^""'  *                      ^    any)  by  which  the  applicabU  tax  limit  for  than  2  percent  of  the  average  of  the  loan  bal- 

(2)  by  striking  'out  "subsection  (b)"  in  such  taxabte  year  exceeds  the  sum  of-  ances  as  of  the  beginning  of  each  of  such 
paragraph  (2)  and  inserting  in  lieu  thereof       "<i>  the  credit  allowable  under  subsection  fiscal  years.  an4 

■■subsection  (a)(2) "                                                ^<»''  /<"■  ^^^  taxabte  year  determined  without  "(D)  which,  for  fiscal  year  1 983,  had  a  pre- 

(3)  by  striking  out  "after  March  20,  1984, "  regard  to  this  paragraph,  and  payment  experience  rate  that  did  not  exceed 
in  varaaravh  (2)  and                                             "'"^  the  amounU  which,  by  reason  of  this  20  percent  of  the  prepayment  experience  rate 

(4)  by  striking  out  "subsection  (c)"  in  paragraph,  are  carried  to  such  taxabte  year  of  the  Federal  Housing  Administration  in 
paragraph  (3)  and  inserting  in  lieu  thereof  and  are  attributabte  to  taxabte  years  before  the  State  or  region  in  which  the  issuer  «  lo- 
"subsection  (b)".                                                the  unused  credit  year."  cated. 

(b)  Amendment  Related  TO  Section  556  OF        (d)  Clerical  Amendments.-         „,„,,.  "'2)      Quaufied      veterans       mortgage 

THE  Act.— Section  556  of  the  Tax  Reform  Act        '1>  Subparagraph  (B)  of  section  25(a)(1)  w  bonds.— The  term  qualifted  veterans   mort- 

of  1984  is  amended  by  striking  out  so  much     amended  by  striking  out  "paid  or  incurred"  gage  bonds'  has  the  meaning  given  to  such 

Of  such  section  as  precedes  paragraph  (1)     and  inserting  in  lieu  thereof  "paid  or  ac-  term  by  section  103A(c)(3)  of  the  Internal 

th^Tvnf  and  insertina  in  lieu  thereof  the  fol-     crued".  Revenue  Code  of  1954. 

Sno          *'"*"*"«'  *"  "*"  "^"^"^  "^  •'°'         (2)  Subchapter  B  of  chapter  68  U  amended  ..,3,  f,scal  YEAR.-The  term  -fiscal  year' 

..c«^  t«  TiMK  FOR  MAKING  CERTAIN  SECTION  SKi)     ^  redesignating  the  section  6708  which  re-  ^neans  the  fiscal  year  of  the  State. " 

SEC  iSt.  TIME  mR  MAKING  CERTAIN  section  S3(i)    i^tes  to  penalties  With  respect  to  mortgage  ,„,     effective     Date.-TKs     amendment 

"In  the  rojtp  of  anv  transfer  of  property  in     «''■«<*"  certificates  as  section  6709.  j^ade  by  subsection  (a)  shaU  take  effect  on 

conZS^onJiS  ZpI^Xxnce^Zrvict        '3>  ^  '«"«  °f  sections  for  subchapter  B  y^  ^ate  of  the  enactment  of  this  Act;  except 

^^^foreNove^b^r  18^98^  the  eteXn     of  chapter  68  is  amended  by  sinking  out  the  y^^^  ,^f,  amendment  shall  not  apply  with 

^ZiS  bv  sS^  83('b)  of  tM  in^^    ««»  '«'«"'»«'  <"  ^  fr"^'*  ^J",^  ""'»5''  '*■  respect  to  any  loan  made  by  the  Federal  Fi- 

Si2^cS«  <?^95/  wuiv  bc^^^t-     ''^^  ^  penalties  with  respect  to  mortgage  ^^^^      Bank  to  the  State  of  Oregon  pursu- 

^^ndi^parJg^ph^'^sXecZn     ^f""  jr'JlL»^    «'»^    *'"^^'"'*'    '"    '"^  ant  to  a  credit  agreement  entered  into  on 

Im)    with  OU  inlorne  tax  return  for  any     thereof  the  following.  April  16,  1985  (as  suchag^ement  was  in 

taxabte  year  ending  after  July  18.  1984,  and     ..gee  6709.  Penalties  with  respect  to  mort-  ^t  ««  '^^  ^"^^/I^nffz^^l^^ 

T^''ssLf.'^,%r-^"-'  ».,^„.^^sr^»».  SHSS2£H^^" 

»''™fe^Trs'.'r™"'    ,.„^r«^^,...„./».^  sz':=^":^°;rri™«„, 

SBC  latL  amendments  related  to  section  $11    Reform  Act  of  1984  (relating  to  auOwrity  to  faciuties  Located 

OF  THE  act.                                          borrow  from  Federal  Financing  Bank)  w  (a)  Special  Rule  for  facilities  l.ocated 

(a)   Extension  of  Time  for  SuBMimNa    amended  to  read  as  follows:  ^f^"^^  "Z^IfJ^''^,.,,.^,4^  ,„,nf,^Hnn 

PoucYSTATEMEm-.-Paragraph  (5)  of  section    -SEC  tix  advance  refunding  of  certain  veter-  <1)  lNGENERAL.-Subsection  (n)  ofsectwn 

^ifmltawi^bv  adding  at  the  end                     ans  mortgage  bonds  permitted.  103   (relating  to  limitation   on  aggregate 

'^f^f^^g^^bHr^grZ:               "(a)   In   GENERAU-Notwithstanding   sec-  amount  of  private  «^««;i'J>ond^*«*d 

^^/^iE^j^  OF  TiME.-The  Secretary     tion  103A(n)  of  the  Internal  Revenue  Code  dunng  ««»  ~^*^'J^«^;^  " ^^''^ 

maygrantanatension  of  time  for  the  pub-     of  1954,  an  issuer  of  applicabte  mortgage  adding  at  the  end  thereof  the  following  new 

'^ZBi^rSTs'ibSii'ffs^i'iS^io  ssf«^?r,:Jrr^sr"^s^  ^''.^,7^c«^  .^  be  located  ^. 

Z'f^lo%^%r::^f^Sl^1^rt      "^i     LIMITATION      ON      AMOUNT      OF      AD-  ^^^   '^  "-^"f  ^^   "   f^r^ta^ 

in  a  tirnay  fashion."                                            yamced  Refunding.-  subparagraph  (B),  no  portion  of  the  State 
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eeUing  applicable  to  any  State  for  any  cal- 
endar year  may  be  used  with  respect  to  fi- 
nancing for  a  facility  located  outside  such 
State 
"(B)    Exception   roit    certain   facilities 

WBMRE  STATE  WILL  OET  PROPORTIONATE  SHARE 

or  BKNEnrs.— Subparagraph  (A)  shaU  not 
apply  to  any  issue  described  in  subpara- 
graph (EJ,  (G).  or  <H)  of  subsection  lb)(4)  if 
the  issuer  establishes  that  the  State's  share 
Of  the  use  of  the  facility  (or  its  output)  wiO. 
egual  or  exceed  the  State's  share  of  the  pri- 
vate activity  bonds  issued  to  finance  the  fa- 
etiity." 

(2)  EmCTTVE  DATE.— 

(A)  Except  as  provided  in  subparagraph 
IB),  the  amendment  made  by  paragraph  (1) 
shall  apply  to  obligations  issued  after  the 
date  of  the  enactment  of  this  Act  in  taxable 
years  ending  after  such  date. 

(B)  At  the  election  of  the  issuer  (made  at 
such  time  and  in  such  manner  as  the  Secre- 
tary of  the  Treasury  or  his  delegate  shall  pre- 
scribe), the  amendment  made  by  paragraph 

(1)  shall  apply  to  any  obligation  issued  on 
or  before  the  date  of  the  enactment  of  this 
Act 

(b)  CuuuncATiON  or  Authority  for  Dir- 
rERKMT  Allocation.— Subparagraphs  (A)  and 
IB)(i)  of  section  103(n)(6)  (relating  to  State 
may  provide  for  different  allocation)  are 
each  amended  by  strUcing  out  "governmen- 
tal units"  and  inserting  in  lieu  thereof  "gov- 
ernmental units  or  other  authorities". 

(c)  (XARincATioN  or  Exception  roR  Cer- 
tain Facilities.— (Clause  (i)  of  section 
l03(n)(7)(C)  (relating  to  exception  for  cer- 
tain facilities  described  in  section  103(b)(4) 
(C)  or  (D))  is  amended  by  strUcing  out  "the 
property  described  in  such  subparagraph" 
and  inserting  in  lieu  thereof  "all  of  the  prop- 
erty to  be  financed  by  the  obligation". 

(d)  Information  Reportino  on  Allocation 
or  Private  Acnvrrr  Bond  Limit.— Paragraph 

(2)  of  section  103(1)  (relating  to  information 
reporting  reguirements  for  certain  bonds)  is 
amended  by  striking  out  "and"  at  the  end  of  ■ 
subparagraph  (D),  by  strUcing  out  the  period 
at  the  end  of  subparagraph  (E)  and  insert- 
ing in  lieu  thereof  ",  and",  and  by  adding  at 
the  end  thereof  the  foUovnng  new  subpara- 
ffraph.' 

"(F)  if  such  obligation  is  a  private  activi- 
ty bond  (as  defined  in  subsection  (n)(7)), 
such  information  as  the  Secretary  may  re- 
ijuire  for  purposes  of  determining  whether 
the  reQuirements  of  subsection  (n)  are  met 
with  respect  to  such  obligatum. " 

(e)  Clarification  of  Carryforward  of 
Vnvsed  Bond  Authority.— 

(1)  Subparagraph  (B)  of  section  103(n)(10) 
(relating  to  election  must  specify  project)  is 
amended— 

(A)  by  StrUcing  out  "specify  the  project"  in 
clause  (i)  and  inserting  in  lieu  thereof 
"identify  (with  reasonable  specificity)  the 
project",  and 

(B)  by  striking  out  "specify  project"  in 
the  stdtparagraph  heading  and  insert  in  lieu 
thereof  "iDSunrY  project". 

(2)  Subparagraph  (D)  of  section  103(n)(10) 
is  amended  by  striking  out  "any  specifica- 
tion" and  inserting  in  lieu  thereof  "any 
identification  or  specification". 

8KC  IMS.  AMMNDMSNT RELATSD  TO  SSCTION 121  OF 
TBS  ACT. 

(a)  Clerical  Amendment.— Subparagraph 
(A)  of  section  103(h)(S)  (relating  to  certain 
obligations  subsidized  under  energy  pro- 
gram) is  amended  by  striking  out  "the 
United  States.". 

(b)  Tbxatmemt  or  Certain  Guarantees  by 
Fammmms  Home  Administration.— An  obliga- 
tion ihatt  not  be  treated  as  federally  guaran- 
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teed  for  purposes  of  section  103(h)  of  the  In- 
ternal Revenue  Code  of  1954  by  reason  of  a 
guarantee  by  the  Farmers  Home  Administra- 
tion if— 

(1)  such  guarantee  is  pursuant  to  a  com- 
mitment made  by  the  Farmers  Home  Admin- 
istration before  July  1,  1984,  and 

(2)  such  obligation  is  issued  to  finance  a 
convention  center  project  in  Carbondale,  Il- 
linois. 

(c)  Treatment  of  Certain  Obugations 
Used  to  Finance  Soud  Waste  Disposal  Fa- 
cility.— 

(1)  In  aENERAL.—Any  obligation  which  is 
part  of  an  issue  a  substantial  portion  of  the 
proceeds  of  which  is  to  be  used  to  finance  a 
solid  waste  disposal  facUity  described  in 
paragraph  (2)  shall  not,  for  purposes  of  sec- 
tion 103(h)  of  the  Internal  Revenue  Code  of 
1954,  be  treated  as  an  obligation  which  is 
federally  guaranteed  by  reason  of  the  sale  of 
fuel,  steam,  electricity,  or  other  forms  of 
usable  energy  to  the  Federal  Government  or 
any  agency  or  instrumentality  thereof. 

(2)  Soud  waste  disposal  facility.— A  solid 
waste  disposal  facility  is  described  in  this 
paragraph  if  such  facility  is  described  in 
section  103(b)(4)(E)  of  such  Code  and— 

(A)if- 

(i)  a  pul)lic  State  authority  created  pursu- 
ant to  State  legislation  which  took  effect  on 
July  1,  1980,  took  formal  action  before  Octo- 
ber 19,  1983,  to  commit  development  funds 
for  such  facility, 

(ii)  such  authority  issues  obligations  for 
such  facility  before  January  1,  1988,  and 

(Hi)  expenditures  have  been  made  for  the 
development  of  such  facility  before  October 
19.  1983, 

(B)if— 

(i)  such  facility  is  operated  by  the  South 
Eastern  Public  Service  Authority  of  Virgin- 
ia, and 

(ii)  on  December  20,  1984,  the  Internal 
Revenue  Service  issued  a  ruling  concluding 
that  a  portion  of  the  obligations  with  re- 
spect to  such  facility  would  not  be  treated  as 
federally  guaranteed  under  section  103(h)  of 
such  Code  by  reason  of  the  transitional  rule 
contained  in  section  631(c)(3>(A)(i)  of  the 
Tax  Reform  Act  of  1984, 

(Oif- 

(i)  a  political  subdivision  of  a  State  took 
formal  action  on  April  1,  1980,  to  commit 
development  funds  for  such  facility, 

(ii)  such  facility  has  a  contract  to  sell 
steam  to  a  navtU  base, 

(Hi)  such  political  subdivision  issues  obli- 
gations for  such  facility  before  January  1, 
1988,  and 

(iv)  expenditures  have  been  made  for  the 
development  of  such  facility  before  October 
19.  1983,  or 

(D)if— 

(i)  such  facility  is  a  thermal  transfer  facU- 
ity. 

(ii)  is  to  be  buUt  and  operated  by  the  Elk 
Regional  Resource  Authority,  and 

(Hi)  is  to  be  on  land  leased  from  the 
United  States  Air  Force  at  Arnold  Engineer- 
ing Development  Center  near  Tvllahoma, 
Tennessee. 

(3)  Limitations.- 

(A)  In  the  case  of  a  solid  waste  disposal  fa- 
cUity described  in  paragraph  (2)(A),  the  ag- 
gregate face  amount  of  obligations  to  which 
paragraph  (1)  applies  shall  not  exceed 
$65,000,000. 

(B)  In  the  case  of  a  solid  waste  disposal  fa- 
cUity described  in  paragraph  (2)(B),  the  ag- 
gregate face  amount  of  obligations  to  which 
paragraph  (1)  applies  shall  not  exceed 
S 20.000,000.  Such  amount  shall  be  in  addi- 
tion to  the  amount  permitted  under  the  In- 


ternal Revenue  Service  nUing  referred  to  in 
paragraph  (2)(B)(ii). 

(C)  In  the  case  of  a  solid  waste  disposal  fa- 
cUity described  in  paragraph  (2)(C),  the  ag- 
gregate face  amount  of  obligations  to  which 
paragraph  (1)  applies  shaU  not  exceed 
$75,000,000. 

(D)  In  the  case  of  a  solid  waste  disposal  fa- 
cility described  in  paragraph  (2)(D).  the  ag- 
gregate face  amount  of  obligations  to  which 
paragraph  (1)  applies  shaU  not  exceed 
$25,000,000. 

SEC.  IMS.  transitional  RVLE  FOR  UMIT  ON  SMALL 

ISSUE  exception. 

The  amendment  made  by  section  623  of 
the  Tax  Reform  Act  of  1984  shaU  not  apply 
to  any  obligation  issued  to  refund  another 
tax-exempt  IDB  to  which  the  amendment 
made  by  such  section  623  did  not  apply  if— 

ID  the  refunding  obligation  has  a  maturi- 
ty date  not  later  than  the  maturity  date  of 
the  refunded  obligation, 

(2)  the  amount  of  the  refunding  obligation 
does  not  exceed  the  amount  of  the  refunded 
obligation, 

(3)  the  interest  rate  on  the  refunding  obli- 
gation is  lovxr  than  the  interest  rate  on  the 
refunded  issue,  and 

(4)  the  proceeds  of  the  refunding  obliga- 
tion are  used  to  redeem  the  refunded  obliga- 
tion not  later  than  30  days  after  the  date  of 
the  issuance  of  the  refunding  obligation. 
For  purposes  of  the  preceding  sentence,  the 
term  "tax-exempt  IDB "  means  any  industri- 
al development  bond  (as  defined  in  section 
103(b)  of  the  Internal  Revenue  Code  of  1954) 
the  interest  on  which  is  exempt  from  tax 
under  section  103(a)  of  such  Code. 

SEC.  ISS?.  amendments  related  to  section  S24 
OF  THE  act. 

(a)  Paragraph  (2)  of  section  624(c)  of  the 
Tax  Reform  Act  of  1984  (relating  to  effective 
date  for  limitations  on  arbitrage  on  nonpur- 
pose  obligations)  is  amended  by  striking  out 
"by  the  Essex  County  Port  Authority  of  New 
York  and  New  Jersey  as  part  of  an  issue  ap- 
proved" and  inserting  in  lieu  thereof  "for 
the  Essex  County  New  Jersey  Resource  Re- 
covery Project  authorized  by  the  Port  Au- 
thority of  New  York  and  New  Jersey  on  No- 
vember 10,  1983,  as  part  of  an  agreement  ap- 
proved". 

(b)  The  amendment  made  by  section  624  of 
the  Tax  Reform  Act  of  1984  shaU  not  apply 
to  obligations  issued  vnth  respect  to  the 
Downtown  Muskogee  Revitalization  Project 
for  which  a  UDAG  grant  was  preliminarUy 
approved  on  May  5, 1981.  if— 

(1)  such  obligation  is  issued  before  Janu- 
ary 1, 1986,  or 

(2)  such  obligation  is  issued  after  such 
date  to  provide  additional  financing  for 
such  project  except  that  the  aggregate 
amount  of  obligations  to  which  this  subsec- 
tion applies  shall  not  exceed  $10,000,000. 
SBC  ists.  amendment  related  to  section  $2s  of 

the  act. 
Subparagraph  (C)  of  section  625(a)(3)  of 
the  Tax  Reform  Act  of  1984  (relating  to  arbi- 
trage regulations)  is  amended  by  striking 
out  "obligation  issued  exclusively"  and  in- 
serting in  lieu  thereof  "obligation  (or  series 
of  refunding  obligations)  issued  exclusive- 
ly". 

SEC  IStSi  amendments  related  to  section  S2t 
OF  the  act. 

(a)  Change  in  Dehned  Term.— Subsection 
(o)  of  section  103  (relating  to  denial  of  tax 
exemption  for  consumer  loan  bonds)  is 
amended— 

(1)  by  striking  out  "cotuumer  loan  bond" 
each  place  it  appears  and  inserting  in  lieu 
thereof  "private  loan  bond". 
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(2)  by  striking  out  "Consumsr  Loan 
Bonds"  in  the  subsection  heading  and  in- 
serting in  lieu  thereof  "Private  Loan 
Bonds",  and 

(3)  by  striking  out  "Consumer  loan  bonds" 
in  the  heading  for  paragraph  <2)  and  insert- 
ing in  lieu  thereof  "Private  loan  bonds". 

(b)  Clerical  Amendments.— 

(1)  Clause  Hi)  of  section  103(o)(2)(C)  (re- 
lating to  excluded  loans)  is  amended  by 
striking  out  "subsection  (c)(6)(G)(i)"  and 
inserting  in  lieu  thereof  "subsection 
(c)(6)(H)(i)". 

(2)  Section  103  is  amended  by  redesignat- 
ing the  subsection  (o)  (relating  to  cross  ref- 
erences) as  subsection  (p). 

(c)  Transitional  Rules.— 

(1)  Treatment  of  certain  obuoations 
ISSUED  BY  the  CITY  OF  BALTIMORE.— Obliga- 
tions issued  by  the  city  of  Baltimore,  Mary- 
land, after  June  30,  198S,  shall  not  be  treated 
as  private  loan  bonds  for  purposes  of  section 
103(0)  of  the  Internal  Revenue  Code  of  19S4 
(or  as  private  activity  bonds  for  purposes  of 
section  103  and  part  IV  of  subchapter  A  of 
chapter  1  of  the  Internal  Revenue  Code  of 
1986,  as  amended  by  title  XIII  of  this  Act) 
by  reason  of  the  use  of  a  portion  of  the  pro- 
ceeds of  such  obligations  to  finance  or  refi- 
nance temporary  advances  made  by  the  city 
of  Baltimore  in  connection  Ufith  loaru  to 
persons  who  are  not  exempt  persons  (vnthin 
the  meaning  of  section  103(b)(3)  of  such 
Code)  if— 

(A)  such  obligations  are  not  indtatrial  de- 
velopment bonds  (unthin  the  meaning  of 
section  103(b)(2)  of  the  Internal  Revenue 
Code  of  1954), 

(B)  the  portion  of  the  proceeds  of  such  ob- 
ligations so  used  is  attributable  to  debt  ap- 
proved by  voter  referendum  on  or  before  No- 
vember 2, 1982, 

(C)  the  loans  to  such  nonexempt  persons 
were  approved  by  the  Board  of  Estimates  of 
the  city  of  Baltimore  on  or  before  October 
19, 1983,  and 

(D)  the  aggregate  amount  of  such  tempo- 
rary advances  financed  or  refinanced  by 
such  obligations  does  not  exceed  $27,000,000. 

(2)  White  pine  power  project.— The 
amendment  made  by  section  626(a)  of  the 
Tax  Reform  Act  of  1984  shall  not  apply  to 
any  obligation  issued  during  1984  to  pro- 
vide financing  for  the  White  Pine  Power 
Project  in  Nevada. 

(3)  Tax  increment  bonds.— The  amend- 
ment made  by  section  626(a)  of  the  Tax 
Reform  Act  of  1984  shall  not  apply  to  any 
tax  increment  financing  obligation  issued 
before  August  16, 1986,  if— 

(A)  substantially  all  of  the  proceeds  of  the 
issue  are  to  be  used  to  finance— 

(i)  sewer,  street,  lighting,  or  other  govern- 
mental improvements  to  real  property, 

(ii)  the  acquisition  of  any  interest  in  real 
property  pursuant  to  the  exercise  of  eminent 
domain,  the  preparation  of  such  property 
for  new  use,  or  the  transfer  of  such  interest 
to  a  private  developer,  or 

(Hi)  payments  of  reasonable  relocation 
costs  of  prior  users  of  such  real  property, 

(B)  aU  of  the  activities  described  in  sub- 
paragraph (A)  are  pursuant  to  a  redevelop- 
ment plan  adopted  by  the  issuing  authority 
before  the  issuance  of  such  issue, 

(C)  repayment  of  sxich  issue  is  secured  ex- 
clusively by  pledges  of  that  portion  of  any 
increase  in  real  property  tax  revenues  (or 
their  eouivalent)  attributable  to  the  redevel- 
opment resulting  from  the  issue,  and 

(D)  none  of  the  property  described  in  sub- 
paragraph (A)  is  sul^t  to  a  real  property 
or  other  tax  based  on  a  rate  or  valutUion 
method  which  differs  from  the  rate  and 


valuation  method  applicable  to  any  other 
similar  property  located  unthin  the  jurisdic- 
tion of  the  issuing  authority. 

(4)  Eastern  maine  electric  cooperative.— 
The  amendment  made  by  section  626(a)  of 
the  Tax  Reform  Act  of  1984  shall  not  apply 
to  obligatiOTis  issued  by  Massachusetts  Mu- 
nicipal Wholesale  Electric  Company  Project 
No  6  if- 

(A)  such  obligation  is  issued  before  Janu- 
ary 1, 1986, 

(B)  such  obligation  is  issued  after  such 
date  to  refund  a  prior  obligation  for  such 
project,  except  that  the  aggregate  amount  of 
obligations  to  which  this  subparagraph  ap- 
plies shall  not  exceed  $100,000,000,  or 

(C)  such  obligation  is  isstied  after  such 
date  to  provide  additional  financing  for 
such  project  except  that  the  aggregate 
amount  of  obligations  to  which  this  sub- 
paragraph applies  shall  not  exceed 
$45,000,000. 

Subparagraph  (B)  shall  not  apply  to  any  ob- 
ligation issued  for  the  advance  refunding  of 
any  obligatioru 

(5)  Clarification  of  transitional  rule  for 
CERTAIN  student  LOAN  PROORAMS.— Subpara- 
graph (A)  of  section  626(b)(2)  of  the  Tax 
Reform  Act  of  1984  is  amended  by  striking 
out  "$11  million"  in  the  table  contained  in 
such  subparagraph  and  inserting  in  lieu 
thereof  "$70  million". 

(6)  Treatment  of  obuoations  to  finance 

ST.  JOHNS  river  POWER  PARK.— 

(A)  In  OENERAL.—The  amendment  made  by 
section  626(a)  of  the  Tax  Reform  Act  of  1984 
shall  not  apply  to  any  obligation  issued  to 
finance  the  project  described  in  subpara- 
graph (B)  if— 

(i)  such  obliQation  is  issued  before  Septem- 
ber 27, 1985, 

(ii)  such  obligation  is  issued  after  such 
date  to  refund  a  prior  tax  exemption  obliga- 
tion for  such  project,  the  amount  of  such  ob 
ligation  does  not  exceed  the  outstanding 
amount  of  the  refunded  obligation,  and  such 
prior  tax  exempt  obligation  is  retired  not 
later  than  the  date  30  days  after  the  issu- 
ance of  the  refunding  obligation,  or 

(Hi)  such  obligation  is  issued  after  such 
date  to  provide  additional  financing  for 
such  project  except  that  the  aggregate 
amount  of  obligations  to  which  this  cUiuse 
applies  shall  not  exceed  $150,000,000. 
Clause  (ii)  shall  not  apply  to  any  obligation 
issued  for  the  advance  refunding  of  any  obli- 
gatioru 

(B)  Description  of  project.— The  project 
described  in  this  subparagraph  in  Ote  SL 
Johns  River  Power  Park  system  in  Florida 
which  was  authorized  by  legislation  enacted 
by  the  Florida  Legislature  in  February  of 
1982. 

SBC  187*.  amendment  RELATED  TO  SECTION  Si7  OF 
THE  ACT. 

Subparagraph  (A)  of  section  103(b)(16)  (re- 
lating to  limitation  on  use  for  land  acquisi- 
tion) is  amended  by  striking  out  "clause  (i)" 
in  the  last  sentence  and  inserting  in  lieu 
thereof  "clause  Hi)". 

SEC  IS7L  amendments  RELATED  TO  SECTION  tIS 
OP  THE  ACT. 

(a)  Certain  Restrictions  Apply  to  Exemp- 
tions Not  Contained  in  Internal  Revenue 
Code  OF  1954.— 

(1)  In  OENERAL.— Paragraph  (1)  of  section 
103(m)  (relating  to  obligations  exempt  other 
than  under  this  title)  is  amended  by  striking 
out  "(k),  (I),  and  (n)"  and  inserting  in  lieu 
thereof  "(j),  (k),  (I),  (n),  and  (o)". 

(2)  Effective  date.— The  amendment  made 
by  paragraph  (1)  shall  apply  to  obligations 
issued  after  March  28,  1985,  in  taxable  years 
ending  after  such  date. 


(b)  Conforming  Amendments  to  Repeal  of 
Advance  Refunding  of  Qualified  Public  Fa- 
cilities.—Paragraphs  (13),  (14)(A),  arid  ■ 
(17)(A)  of  section  103(b)  are  each  amended 
by  strilcing  out  "(6),  and  (7)"  and  inserting 
in  lieu  thereof  "and  (6)". 

SEC  mt  AMENDMENTS  RELATED  TO  SECTION  Ul 
OF  THE  ACT. 

(a)  Clarification  of  General  Effective 
Date.— 

(1)  Paragraph  (1)  of  section  631(c)  of  the 
Tax  Reform  Act  of  1984  (relating  to  effective 
date  for  other  provisUms  relating  to  tax- 
exempt  bonds)  is  amended  by  striking  out 
"made  by  this  subtitle"  and  inserting  in  lieu 
thereof  "made  by  sections  622,  623,  627,  and 
628  (c),  (d),  and  (e)  (and  the  provisions  of 
sections  625(c),  628(f).  and  629(b))". 

(2)(A)  Subparagraph  (A)  of  section 
631(c)(3)  of  the  Tax  Reform  Act  of  1984  U 
amended  by  striking  out  "amendments 
made  by  this  subtitle  (other  than  section 
621)"  and  inserting  in  lieu  thereof  "amend- 
ments (and  provisions)  referred  to  in  para- 
graph (1)". 

(B)  Effective  unth  respect  to  obligations 
issued  after  March  28,  1985,  subparagraph 
(A)  of  section  631(c)(3)  of  the  Tax  Reform 
Act  of  1984  is  amended  by  striking  out 
clauses  (i)  and  Hi)  and  inserting  in  lieu 
thereof  the  following: 

"(i)  the  original  use  of  which  commences 
vrith  the  taxpayer  and  the  construction,  re- 
construction, or  rehabilitation  of  which 
began  before  October  19,  1983,  and  was  com- 
pleted on  or  after  such  date, 

"(ii)  the  original  use  of  which  commences 
toith  the  taxpayer  and  with  respect  to  which 
a  binding  contract  to  incur  significant  ex- 
penditures for  construction,  reconstruction, 
or  rehabilitation  was  entered  into  before  Oc- 
tober 19,  1983,  and  some  of  such  expendi- 
tures are  incurred  on  or  after  such  date,  or 

"(Hi)  acquired  after  October  19,  1983,  pur- 
suant to  a  binding  contract  entered  into  on 
or  before  such  date  " 

(3)  Paragraph  (3)  of  section  631(c)  of  the 
Tax  Reform  Act  of  1984  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(C)  Exception.— Subparagraph  (A)  shall 
not  apply  with  respect  to  the  amendment 
made  by  section  628(e)  and  the  provisioru  of 
sections  628(f)  and  629(b). " 

(4)  Subparagraph  (B)  of  section  631(c)(3) 
of  the  Tax  Reform  Act  of  1984  is  amended  by 
strUcing  out  "subsection  (b)(2)(A)"  and  in- 
serting in  lieu  thereof  "subsection  (b)(2)". 

(b)  Special  Rule  for  Health  Club  Faciu- 
TiES.— Subsection  (c)  of  section  631  of  the 
Tax  Reform  Act  of  1984  is  amended  try 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(5)  Special  rule  for  health  club  faciu- 
TiES.—In  the  case  of  any  health  club  facUity, 
with  respect  to  the  amendment  made  by  sec- 
tion 627(c)— 

"(A)  paragraph  (1)  shall  be  applied  by  sub- 
stituting 'April  12,  1984'  for  'December  31, 
1983;  and 

"(B)  paragraph  (3)  shall  be  applied  by  sub- 
stituting 'April  13,  1984'  for  'October  19, 
1983' each  place  it  appears. " 

(c)  Treatment  of  Certain  Solid  Waste 
Disposal  Facilities.- 

(1)  In  GENERAU-Subsection  (d)  of  section 
631  of  the  Tax  Reform  Act  of  1984  (relating 
to  provisioru  of  subtitle  not  to  apply  to  cer- 
tain property)  is  amended  by  adding  at  the 
end  thereof  the  following: 

"(5)  Any  solid  waste  disposal  facility  de- 
scribed in  section  103(b)(4)(E)  of  the  Inter- 
nal Revenue  Code  of  1954  if— 
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"(A)  a  city  ffovemment,  by  resolutions 
adopted  on  April  10,  1980,  and  December  27, 
1$82,  tooA  formal  action  to  authorize  the 
$ubmi»$ion  of  a  proposal  for  a  feasibility 
itvuty  for  such  facility  and  to  authorize  the 
presentation  to  the  Department  of  the  Army 
(U.S.  Army  Missile  Command/  of  a  proposed 
agreement  to  jointly  pursue  coTistruction 
and  operation  of  such  facility, 

"(B)  such  city  government  (or  a  public  au- 
thority on  its  behalf)  issues  obligations  for 
tveh  facility  before  January  1,  1988,  and 

"(C)  expenditures  have  been  made  for  the 
development  of  such  facility  before  October 
19,  1983.  Notunthstanding  the  foregoing  pro- 
visions of  this  subsection,  the  amendments 
made  by  section  624  (relating  to  arbitrage) 
ihaU  apply  to  obligations  issued  to  finance 
property  described  in  paragraph  (S). " 

(2)  CosTORMiNO  AMENDUKNT.— Paragraph 
(1)  of  section  632(a)  of  the  Tax  Reform  Act 
of  1984  is  hereby  repealed. 

SSC  ItJS.  AMENDMENTS  RELATED  TO  SECTION  lit 
OF  THE  ACT. 

(a)  Clerical  Amendment.— Subsection  (a) 
of  section  632  of  the  Tax  Reform  Act  of  1984 
is  amended  by  striking  out  "section  623"  in 
the  matter  preceding  paragraph  (1)  thereof 
and  inserting  in  lieu  thereof  "section  624". 

(b)  Certain  Obuoations  Not  Treated  as 
Private  Loan  Bonds.— Subsection  (d)  of  sec- 
tion 632  of  the  Tax  Reform  Act  of  1984  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence: 

"The  amendment  made  by  section  626  shall 
not  apply  to  any  obligations  described  in 
the  preceding  sentence. " 

(c)  Treatment  or  Certain  Obuoations  to 
Finance  Hydroelectric  Generating  Facili- 
ty.—If- 

(1)  obligations  are  to  be  issued  in  an 
amount  not  to  exceed  t9.S00,000  to  finance 
the  construction  of  an  approximately  4 
megawatt  hydroelectric  generating  facility 
oior^d  and  operated  by  the  city  of  Hastings. 
Minnesota,  and  located  on  United  Stales 
Army  Corps  of  Engineers  lock  and  dam  No. 
2  or  are  issued  to  refund  any  of  such  obliga- 
tions, 

(2)  sul>stantially  all  of  the  electrical  power 
generated  by  such  facility  is  to  be  sold  to  a 
nongovernmental  person  pursuant  to  a  long- 
term  power  sales  agreement  in  accordance 
with  the  Public  Utilities  Regulatory  Policies 
Act  of  1978,  and 

(3)  the  initially  issued  obligations  are 
issued  on  or  before  December  31,  1986,  and 
any  of  such  refunding  obligations  are  issued 
on  or  t>efore  Decemt>er  31,  1996, 

then  the  person  referred  to  in  paragraph  (2) 
shall  not  be  treated  as  the  principal  user  of 
such  facilities  by  reason  of  such  sales  for 
purposes  of  subparagraphs  (D)  and  (E)  of 
section  103(b)(6)  of  the  Internal  Revenue 
Code  of  1 954. 

(d)  Treatment  or  Certain  Obuoations  to 
Finance  Hydroelectric  Generating  Faciu- 

TY.-lf- 

(1)  obligations  are  to  be  issued  in  an 
amount  not  to  exceed  $6,500,000  to  finance 
the  construction  of  an  approximately  2.6 
megawatt  hydroelectric  generating  facility 
located  on  the  Schroon  River  in  Warren 
County,  New  York,  near  Warrensburg,  New 
York, 

(2J  such  facility  has  a  Federal  Energy  Reg- 
ulatory Commission  project  number  8719- 
0000  under  a  preliminary  permit  issued  on 
November  8,  1985,  and 

(3)  substantially  all  of  the  electrical  power 
generated  by  such  facility  is  to  be  sold  to  a 
nongovernmental  person  pursuant  to  a  long- 
term  power  sales  agreement  in  accordance 
with  the  Public  Utilities  Regulatory  Policies 
Act  of  1978, 


then  the  person  referred  to  in  paragraph  (3) 
shall  not  be  treated  as  the  principal  user  of 
such  facilities  by  reason  of  such  sales  for 
purposes  of  subparagraphs  (D)  and  (E)  of 
section  103(b)(6)  of  the  Internal  Revenue 
Code  of  1954. 

(e)  Treatment  or  Certain  Obuoations  to 
Finance  Hydroelectric  Generating  Faciu- 
TIES.— If— 

(1)  obligations  in  the  amount  of  $6,000,000 
issued  on  November  30,  1984,  to  finance  the 
construction  of  an  approximately  1.0  mega- 
watt hydroelectric  generating  facility  and 
an  approximately  .6  megawatt  hydroelectric 
generating  facility,  both  of  which  are  locat- 
ed near  Los  Banos,  California, 

(2)  such  facilities  have  Federal  Energy 
Regulatory  Commission  project  numbers 
5129-001  and  5128-001,  respectively,  under 
license  exemptions  issued  on  December  6, 
1983,  and 

(3)  substantially  all  of  the  electrical  power 
generated  by  such  facility  is  to  be  sold  to  a 
nongovernmental  person  pursuant  to  a  long- 
term  poxoer  sales  agreement  in  accordance 
vnth  the  Public  Utilities  Regulatory  Policies 
Act  of  1978, 

then  the  person  referred  to  in  paragraph  (3) 
shall  not  be  treated  as  the  principal  user  of 
such  facilities  by  reason  of  such  sales  for 
purposes  of  subparagraphs  (D)  and  (E)  of 
section  103(b)(6)  of  the  Internal  Revenue 
Code  of  1954. 

(f)  Treatment  or  Certain  Obuoations  to 
Finance  Methane  Recovery  Electric  Gen- 
erating Facilities.— If— 

(1)  obligations  are  to  be  issued  in  an 
amount  not  to  exceed  $3,000,000  to  finance 
the  construction  of  a  methane  recovery  elec- 
tric generating  facility  located  on  a  sanitary 
landfill  near  Richmond,  California,  and 

(2)  substantially  all  of  the  electrical  power 
generated  by  such  facility  is  to  be  sold  to  a 
nongovernmental  person  pursuant  to  a  long- 
term  povjer  sales  agreement  entered  into  on 
April  16,  1985,  in  accordance  vnth  the  Public 
Utilities  Regulatory  Policies  Act  of  1978, 
then  the  person  referred  to  in  paragraph  (2) 
shall  not  be  treated  as  the  principal  user  of 
such  facilities  by  reason  of  such  sales  for 
purposes  of  subparagraphs  (D)  and  (E)  of 
section  103(b)(6)  of  the  Internal  Revenue 
Code  of  1954. 

(g)  Treatment  or  Certain  Obuoations  to 
Finance  Hydroelectric  Generating  Faciu- 

TIES.—lf— 

(1)  obligations  are  to  be  issued  in  an 
amount  not  to  exceed  $6,000,000  to  finance 
the  construction  of  a  hydroelectric  generat- 
ing facility  having  a  Federal  Energy  Regula- 
tory Commission  license  number  3189,  and 
located  near  Placerville,  California, 

(2)  an  inducement  resolution  for  such 
project  was  adopted  in  March  1985,  and 

(3)  substantially  all  of  the  electrical  power 
generated  by  such  facility  is  to  be  sold  to  a 
nongovemTnental  person  pursuant  to  a  long- 
term  power  sales  agreement  in  accordance 
with  the  Public  Utilities  Regulatory  Policies 
Act  of  1978. 

then  the  person  referred  to  in  paragraph  (3) 
shall  not  be  treated  as  the  principal  user  of 
such  facilities  by  reason  of  such  sales  for 
purposes  of  subparagraphs  (D)  and  (E)  of 
section  103(b)(6)  of  the  Internal  Revenue 
Code  of  1954. 

CHAPTER  7— MISCELLANEOUS  PROVISIONS 
SEC.  ISTS.  AMENDMENTS  RELATED  TO  TTTLE  VII  OF 
THE  ACT. 

(a)  Amendment  Related  to  Section 
711(a).— Subsection  (c)  of  section  58  (relat- 
ing to  estates  and  trusts)  is  amended  by 
striking  out  "of  tax  preference"  and  insert- 
ing in  lieu  thereof  "of  tax  preference  (and 
any  itemized  deductions)". 


(b)  Amendment  Related  to  Section 
712(1).— Paragraph  (1)  of  section  304(a)  (re- 
lating to  treatment  of  certain  stock  pur- 
chases) is  amended  by  striking  out  "In  any 
such  case"  and  inserting  in  lieu  thereof  "To 
the  extent  that  such  distribution  is  treated 
as  a  distribution  to  which  section  301  ap- 
plies". 

(c)  Amendments  Related  to  Section  713.— 
(1)(A)  Section  402(a)(5)(F)(ii)  (relating  to 

special  rules  for  key  employees)  is  amended 
to  read  as  follows: 

"(ii)  5-percent  owners.— An  eligible  retire- 
ment plan  described  in  subclause  (III)  or 
(IV)  of  subparagraph  (E)(iv)  shall  not  be 
treated  as  an  eligible  retirement  plan  for  the 
transfer  of  a  distribution  if  the  employee  is 
a  5-percent  oumer  at  the  time  such  distribu- 
tion is  made.  For  purposes  of  the  preceding 
sentence,  the  term  '5-percent  owner'  means 
any  individual  who  is  a  5-percent  owner  (as 
defined  in  section  416(i)(l)(B))  at  any  time 
during  the  5  plan  years  preceding  the  plan 
year  in  which  the  distribution  is  made. " 

(B)  The  amendments  made  by  subpara- 
graph (A)  shall  apply  to  distributions  after 
the  date  of  the  enactment  of  this  Act  Such 
amendments  shall  apply  also  to  distribu- 
tions after  1983  and  on  or  before  the  date  of 
the  enactment  of  this  Act  to  individuals  who 
are  not  5-percent  owners  (as  defined  in  sec- 
tion 402(a)(5)(F)(ii)  of  the  Internal  Revenue 
Code  of  1954  (as  amended  by  this  para- 
graph)). 

(2)  Section  713(c)  of  the  Tax  Reform  Act  of 
1984  is  amended  by  adding  at  the  end  there- 
of the  following  new  paragraph: 

"(4)    ErrECTIVE  DATE   EOR   PARAGRAPH  (31.— 

The  amendment  made  by  paragraph  (3) 
shall  apply  to  distributions  after  July  18, 
1984." 

(3)  Section  62(7)  (relating  to  pension, 
profit-sharing,  and  annuity  plans  of  self-em- 
ployed individuals)  is  amended  by  striking 
out  "to  the  extent  attributable  to  contribu- 
tions made  on  i>ehalf  of  such  individual". 

(4)  Section  219(f)(1)  (defining  compensa- 
tion) is  amended  by  striking  out  "reduced  by 
any  amount  allowable  as  a  deduction  to  the 
individual  in  computing  adjusted  gross 
income  under  paragraph  (7)  of  section  62". 

(5)  Section  713(d)(1)  of  the  Tax  Reform 
Act  of  1984  is  amended  by  striking  out 
"Paragraph"  and  inserting  in  lieu  thereof 
"Effective  with  respect  to  contributions 
made  in  taxable  years  beginning  after  De- 
cember 31,  1983,  paragraph". 

(6)(A)  Section  408(d)(5)  (relating  to  cer- 
tain distributions  of  excess  contributions 
after  due  date)  is  amended  by  striking  out 
"$15,000"  and  inserting  in  lieu  thereof  "the 
dollar  limitation  in  effect  under  section 
415(c)(1)(A)  for  such  taxable  year". 

(B)  Subparagraph  (C)  of  section  219(b)(2) 
is  amended  by  striking  out  "the  $15,000 
amount  specified  in  subparagraph  (A)(ii)" 
and  inserting  in  lieu  thereof  "the  dollar  lim- 
itation in  effect  under  section  415(c)(1)(A)". 

(7)(A)  Subparagraph  (C)  of  section 
404(a)(8)  is  amended  by  striking  out  "the 
earned  income  of  such  individual"  and  in- 
serting in  lieu  thereof  "the  earned  income  of 
such  individtial  (determined  urithout  regard 
to  the  dediictions  allowed  by  this  section)". 

(B)  Effective  vnth  respect  to  taxable  years 
t>eginning  after  Decemt>er  31,  1984,  subpara- 
graph (D)  of  section  404(a)(8)  is  amended  try 
striking  out  "(determined  unthout  regard  to 
the  deductions  allov)ed  by  this  section  and 
section  405(c))". 

(8)  Subparagraph  (A)  of  section  408(d)(3) 
is  amended— 

(A)  by  striking  out  "(other  than  a  trust 
forming  part  of  a  plan  under  which  the  indi- 


vidual u)as  an 
of  section  40 
tions  were  m 
plan)"inclau 

(B)  by  stril 
under  which  i 
ee  within  the  • 
the  time  con 
behalf  under  t 

(C)  by  addii 
ing  new  sente 
"Clause  (ii)  i 
year  period  I 
qualified  tott 
such  clause  i) 
a  S-percent  o 
tribution  und 

(9)  Clause 
amended  by  s 
efit  or  limita 
(C),  or  (D)" 
"this  subsecti 

(10)  Subf 
3405(d)(1)  is 
at  the  end  of 
the  material  j 
ing  in  lieu  th* 

"(Hi)  any  a 
holding  unde 
lating  to  wiO 
aliens  and  . 
person  payin 
be  so  subject  i 

"(iv)  any  d 
404(k)(2)." 

(11)  Sulfpat 
is  amended  b 
or  stock  bon' 
thereof  "any  i 

(12)  The  an 
(3).  (4),  and  I 
ed  in  the  am 
of  the  Tax  Ei 
Act  of  1982. 

(d)  Amendh 
or  THE  Act.— 

(1)  Period 
amended  by 
following  nex 

"(g)  Perio 
ties.— The  pi 
apply  also  in 
or  an  addit 
subchapter  A 
respect  to  an 
tn  the  same 
additional  a 
subtitle  A." 

(2)  Coord 
ceedinos.- 

(A)  In  OENi 

6230  is  amen 

"(a)  CooRi 


CERTAIN  case; 

"(A)  Subch 
ciency  attrib 

"(i)  affectt 
level  determi 

"(ii)  itenu 
nership  iten 
6231(e)(l)(B. 

"(B)  Subd 
rately  with 
scribed  in  5i 
eachpartnei 

"(C)  Notu 
rule  of  law. 
subchapter  I 


UMI 


September  18, 1986 


CONGRESSIONAL  RECORD— HOUSE 


24393 


Section  713.— 
iJ  (relating  to 
s)  is  amended 

eligible  retire- 
lause  (III)  or 
shall  not  be 
it  plan  for  the 
le  employee  is 
such  distribu- 
the  preceding 
owner'  means 
lent  owner  (as 
IJ  at  any  time 
ding  the  plan 
is  made." 
!  by  subpara- 
ibutions  after 
this  Act  Such 
J  to  distribu- 
jre  the  date  of 
dividuals  who 
lefined  in  sec- 
zmal  Revenue 
by  this  para- 
Reform  Act  of 
the  end  there- 


lating  to  cer- 
contributions 
/  striking  out 
u  thereof  "the 
mder  section 
•ar". 

tion  219(b)(Z) 
"the  $15,000 
jraph  (AXii)" 
'he  dollar  lim- 
415(c)(l)(Ar. 
of  section 
ting  out  "the 
iual"  and  in- 
ned  income  of 
nthout  regard 
'his  section}", 
taxable  years 
'984,  subpara- 
Ls  amended  by 
lout  regard  to 
s  section  and 

lion  40S(d)(3) 


vidua!  was  an  employee  loithin  the  meaning 
of  section  401(c)(1)  at  the  time  contribu- 
tions were  made  on  his  behalf  under  the 
plan)"  in  clause  (ii), 

(B)  by  striking  out  "(other  than  a  plan 
under  which  the  individual  was  an  employ- 
ee within  the  meaning  of  section  401(c)(1)  at 
the  time  contributions  were  made  on  his 
bdialf  under  the  plan)"  in  clause  (ii),  and 

(C)  by  adding  at  the  end  thereof  the  follow- 
ing new  sentence: 

"Clause  (ii)  shaU.  not  apply  during  the  5- 
year  period  beginning  on  the  date  of  the 
qualified  total  distribution  referred  to  in 
such  clause  if  the  individual  was  treated  as 
a  S-percent  ovmer  with  respect  to  such  dis- 
tribution under  section  402(a)(5)(F)(ii). " 

(9)  Clause  (Hi)  of  section  41S(b)(2)(E)  U 
amended  by  striking  out  "adjusting  any  ben- 
efit or  limitation  under  subparagraph  (B), 
(C),  or  (D)"  and  inserting  in  lieu  thereof 
"this  subsection". 

(10)  Subparagraph  (B)  of  section 
340S(d)(l)  is  amended  by  striking  out  "or" 
at  the  end  of  clause  (ii),  and  by  striking  out 
the  material  following  clause  (ii)  and  insert- 
ing in  lieu  thereof  the  following: 

"(Hi)  any  amount  which  is  subject  to  with- 
holding under  subchapter  A  of  chapter  3  (re- 
lating to  iDithholding  of  tax  on  nonresident 
aliens  and  foreign  corporations)  by  the 
person  i>aying  such  amount  or  which  u>ould 
be  so  subject  but  for  a  tax  treaty,  or 

"(iv)  any  distribution  described  in  section 
404(k)(2)." 

(11)  Subparagraph  (C)  of  section  415(c)(3) 
is  amended  by  striking  out  "a  profit-sharing 
or  stock  bonus  plan"  and  inserting  in  lieu 
thereof  "any  defined  contribution  plan". 

(12)  The  amendments  made  by  paragraphs 
(3),  (4),  and  (6)  shall  take  effect  as  if  inclrtd- 
ed  in  the  amendments  made  by  section  238 
of  the  Tax  Equity  and  Fiscal  Responsibility 
Act  of  1982. 

(d)  Amendments  Relatino  to  Section  714 
or  THE  Act.— 

(1)  Period  of  umitations.— Section  6229  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(g)  Period  of  Limitations  for  Penal- 
ties.—The  provisions  of  this  section  shall 
apply  also  in  the  case  of  any  addition  to  tax 
or  an  additional  amount  imposed  under 
subchapter  A  of  chapter  68  which  arises  unth 
respect  to  any  tax  imposed  under  subtitle  A 
in  the  same  manner  as  if  such  addition  or 
additional  amount  were  a  tax  imposed  by 
subtitle  A." 

(2)  Coordination  with  deficiency  pro- 
ceedinos.- 

(A)  In  QENERAL-Subsection  (a)  of  section 
6230  is  amended  to  read  as  follows: 
"(a)  Coordination  With  Deficiency  Pro- 

CEEDINOS.— 

"(1)  In  qeneral.— Except  aa  provided  in 
paragraph  (2),  subchapter  B  of  this  chapter 
shcM  not  apply  to  the  assessment  or  collec- 
tion of  any  computational  adjustment 

"(2)  Deficiency  proceedinos  to  apply  in 

CERTAIN  cases.— 

"(A)  Subchapter  B  shall  apply  to  any  defi- 
ciency attributable  to— 

"(i)  affected  items  which  require  partner 
level  determinations,  or 

"(ii)  items  -which  have  become  nonpart- 
nership  items  and  are  described  in  section 
6231(e)(1)(B). 

"(B)  Subchapter  B  shall  be  applied  sepa- 
rately with  respect  to  each  deficiency  de- 
scribed in  subparagraph  (A)  attributable  to 
each  partnership. 

"(C)  Notwithstanding  any  other  law  or 
rule  of  law,  any  notice  or  proceeding  under 
subchapter  B  with  respect  to  a  deficiency  de- 


scribed in  this  paragraph  shall  not  preclude 
or  be  precluded  by  any  other  notice,  proceed- 
ing, or  determination  vnth  respect  to  a  part- 
ner's tax  liability  for  a  taxable  year. " 

(B)  Technical  amendments.— 

(i)  Paragraph  (4)  of  section  6213(h)  is 
amended  to  read  as  follows: 

"(4)  For  procUioiu  relating  to  appUeation  of  this 
iubchapter  in  the  ease  of  certain  partnership  items, 
etc.,  see  section  6230(a). " 

(ii)  Paragraph  (1)  of  section  6503(a)  is 
amended  by  striking  out  "section  6501  or 
6502"  and  inserting  in  lieu  thereof  "section 
6501  or  6502  (or  section  6229,  but  only  with 
respect  to  a  deficiency  described  in  section 
6230(a)(2)(A))." 

(C)  Effective  date.— The  amendments 
made  by  this  paragraph  shall  take  effect  as 
if  included  in  the  Tax  Equity  and  Fiscal  Re- 
sponsibility Act  of  1982. 

(3)  Effective  date  provision.— Notwith- 
standing section  715  of  the  Tax  Reform  Act 
of  1984,  the  amendments  made  by  section 
714(n)(2)  of  such  Act  shall  apply  (mly  to  ap- 
plications filed  after  July  18.  1984. 

(3)  Estate  and  ttiust  interests  held  by 
nominees.— 

(A)  In  general.— Section  6034A  is  amend- 
ed- 

(i)  by  strikir^g  out  "The  fiduciary"  and  in- 
serting in  lieu  thereof  "(a)  General  Rule.— 
The  fiduciary", 

(ii)  by  striking  out  "each  beneficiary"  and 
inserting  in  lieu  thereof  "each  beneficiary 
(or  nominee  thereof) ",  and 

(Hi)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection: 

"(b)  Nominee  Reporting.— Any  person  who 
holds  an  interest  in  an  estate  or  trust  as  a 
nominee  for  another  person— 

"(1)  shall  furnish  to  the  estate  or  trust,  in 
the  manner  prescribed  by  the  Secretary,  the 
name  and  address  of  such  other  person,  and 
any  other  information  for  the  taxable  year 
as  the  Secretary  may  by  form  and  regula- 
tions prescribe,  and 

"(2)  shall  furnish  in  the  manner  pre- 
scribed by  the  Secretary  to  such  other  person 
the  information  provided  t>y  the  estate  or 
trust  under  subsection  (a). " 

(B)  Effective  date.— The  amendments 
made  by  this  paragraph  shall  apply  to  tax- 
able years  of  estates  and  trusts  beginning 
after  the  date  of  the  enactment  of  this  Act 

(e)  Amendment  Related  to  Section  734  of 
THE  Act.— Subsection  (a)  of  section  201  of 
the  Land  and  Water  Conservation  Fund  Act 
of  1965  (16  U.S.C.  4601-11)  is  amended  by 
striking  out  "section  209(f)(5)  of  the  High- 
way Revenue  Act  of  1956"  and  inserting  in 
lieu  thereof  "section  9503(c)(4)(B)  of  the  In- 
ternal Revenue  Code  of  1954". 

(f)  Amendment  Related  to  Section  735  of 
THE  Act.— The  table  of  sections  for  part  I  of 
subchapter  A  of  chapter  32  is  amended  by 
striking  out  "guzzlers"  and  inserting  in  lieu 
thereof  "guzzler". 

(g)  Amendment  of  Section  1248.— 

(1)  In  OENERAL.—Subsection  (g)  of  section 
1248  (relating  to  exceptions)  is  amended  by 
inserting  "or"  at  the  end  of  paragraph  (1), 
by  striking  out  paragraph  (2),  and  by  redes- 
ignating paragraph  (3)  as  paragraph  (2). 

(2)  Effective  date.— The  amendment  made 
by  paragraph  (1)  shall  apply  to  exchanges 
after  March  1. 1986. 

(3)  Transitional  rule.— An  exchange  shall 
be  treated  as  occurring  on  or  before  March  1, 
1986,  if- 

(A)  on  or  before  such  date,  the  taxpayer 
adopts  a  plan  of  reorganization  to  which 
section  356  applies,  and 

(B)  such  plan  or  reorganization  is  imple- 
mented and  distributions  pursuant  to  such 


plan  are  completed  on  or  before  the  date  of 
enactment  of  this  Act 

SEC.  IS7S.  AMENDMENTS  RELATED  TO  TTTLE  VIII  OP 
THE  ACT. 

(a)  Treatment  of  Section  923(a)(2)  Non- 
Exempt  Income.— 

(1)  Paragraph  (6)  of  section  927(d)  (defin- 
ing section  923(a)(2)  non-exempt  income)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "Such  term  shall 
not  include  any  income  which  is  effectively 
connected  unth  the  conduct  of  a  trade  or 
business  within  the  United  States  (deter- 
mined urithout  regard  to  this  subpart). " 

(2)  Paragraph  (6)  of  section  1248(d)  (relat- 
ing to  foreign  trade  income)  is  amended  to 
read  as  follows: 

"(6)  Foreign  trade  income.— Earnings  and 
profits  of  the  foreign  corporation  attributa- 
ble to  foreign  trade  income  of  a  FSC  other 
than  foreign  trade  income  which— 

"(A)  is  section  923(a)(2)  non-exempt 
income  (within  the  meaning  of  section 
927(d)(6)),  or 

"(B)  would  not  (but  for  section  923(a)(4)) 
be  treated  as  exempt  foreign  trade  income. 
For  purposes  of  the  preceding  sentence,  the 
terms  'foreign  trade  income'  and  'exempt 
foreign  trade  income'  tiai>e  the  respective 
meanings  given  such  terms  by  section  923. " 

(b)  Clarification  of  Preference  Cut- 
backs.— 

(1)  Paragraph  (4)  of  section  291(a)  (relat- 
ing to  20-percent  reduction  in  certain  pref- 
erence itenu,  etc.)  is  amended  to  read  as  fol- 
lows: 

"(4)  Certain  fsc  income.— In  the  case  of 
taxable  years  beginning  after  December  31, 
1984,  section  923(a)  shall  be  applied  unth  re- 
spect to  any  FSC  by  substituting— 

"(A)  '30  percent'  for  '32  percent'  in  para- 
graph (2),  and 

"(B)  ''%,'for  ''%,'in  paragraph  (3). 
If  aU  of  the  stock  in  the  FSC  U  not  held  by  1 
or  more  C  corporations  throughout  the  tax- 
able year,  under  regulations,  proper  adjust- 
ments shall  be  made  in  the  application  of 
the  preceding  sentence  to  take  into  account 
stock  held  by  persons  other  than  C  corpora- 
tions. " 

(2)  Subparagraph  (F)  of  section  995(b)(1) 
(relating  to  deemed  distributions  from  a 
DISC)  is  amended— 

(A)  by  inserting  "in  the  case  of  a  share- 
holder which  is  a  C  corporation,"  before 
"one-seventeenth"  in  clause  (i),  and 

(B)  by  striking  out  "the  amount  deter- 
mined under  clause  (i)"  in  clause  (ii)  and 
inserting  in  lieu  thereof  "•%,  of  the  excess  re- 
ferred to  in  clause  (i), ". 

(3)  Subsection  (a)  of  section  923  (defining 
exempt  foreign  trade  income)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph- 

"(6)  Cross  reference.— 

"For  reduction  in  amount  of  exempt  foreign  trade 
income,  ttc  section  29l(aX4). " 

(c)  Treatment  of  Foreign  Trade  Income 
Under  Subpart  F.— 

(1)  Subsection  (b)  of  section  952  (relating 
to  exclusion  of  United  States  income)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "For  purposes  of  the 
preceding  sentence,  income  described  in 
paragraph  (2)  or  (3)  of  section  921(d)  shall 
be  treated  as  derived  from  sources  within 
the  United  States. " 

(2)  Paragraph  (1)  of  section  951(e)  is 
amended  by  striking  out  the  last  sentence. 

(d)  Dividends  Received  Deduction  for 
Certain  Distributions  From  a  FSC— 

(1)  Deduction  for  certain  dividends.- 
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<A)  Paragraph  (11  of  section  24S<c>  (relat- 
ing to  certain  dividends  received  from  FSCJ 
ii  amended  to  read  as  follows: 

"(1)  In  a£NSRAL.—ln  the  cose  of  a  domestic 
corporation,  there  shall  be  allowed  as  a  de- 
duction an  amount  equal  to— 

"(A)  100  percent  of  any  dividend  received 
by  such  corporation  from  another  corpora- 
tion which  is  distributed  out  of  earnings 
artd  profits  attributable  to  foreign  trade 
income  for  a  period  during  which  such  other 
corporation  was  a  FSC,  and 

"(BJ  85  percent  of  any  dividend  received 
by  such  corporation  from  another  corpora- 
tion which  is  distributed  out  of  earnings 
and  profits  attributable  to  qualified  interest 
and  carrying  charges  received  or  accrued  by 
such  other  corporation  while  such  other  cor- 
poration uxis  a  FSC. 

The  deduction  allovxMe  under  the  preced- 
ing sentence  with  respect  to  any  ditridend 
shall  be  in  lieu  of  any  deduction  allowable 
under  subsection  (a)  or  <b)  with  respect  to 
such  dividend. " 

(Bt  Paragraph  (3)  of  section  24S<c)  (relat- 
ing to  definitions)  is  amended  by  adding  at 
the  end  thereof  the  following  new  sentence: 
"For  purposes  of  this  suluection,  the  term 
'qualified  interest  and  carrying  charges' 
means  any  interest  or  carrying  charges  (as 
defined  in  section  S27(d)(l))  derived  from  a 
transaction  which  results  in  foreign  trade 
income." 

(2)  Separate  appucation  or  section  904.— 
Subparagraph  (D)  of  section  904(d)(1)  is 
amended  to  read  as  follows: 

"(D)  distributions  from  a  FSC  (or  a  former 
FSC)  out  of  earnings  and  profits  attributa- 
bie  to  foreign  trade  income  (within  the 
meaning  of  section  923(b))  or  qualified  in- 
terest and  carrying  charges  (as  defined  in 
section  24S(c)),  and". 

(3)  Coordination  of  sections  sos  and  902.— 
Subsection  (b)  of  section  906  (relating  to 
nonresident  alien  individuals  and  foreign 
corporations)  is  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph: 

"(6)  For  purposes  of  section  902,  any 
income,  war  profits,  and  excess  profits  taxes 
paid  or  accrued  (or  deemed  paid  or  accrued) 
to  any  foreign  country  or  possession  of  the 
United  States  with  respect  to  income  effec- 
tively connected  with  the  conduct  of  a  trade 
or  tmsiness  loithin  the  United  States  shall 
not  be  taken  into  account,  and  any  accumu- 
lated profits  attributable  to  such  income 
shall  not  be  taken  into  account " 

(e)  EXCHANOE  or  iNrORMATION  Reqvire- 
ments.— 

(1)  Paragraph  (3)  of  section  927(e)  (relat- 
ing to  exchange  of  information  require- 
ments) is  amended— 

(A)  by  striking  out  "unless,  at  the  same 
time  such  corporation  was  created  or  orga- 
nized, there  was"  and  inserting  in  lieu  there- 
of "unless  there  is", 

(B)  by  striking  out  "section  274(h)(6)(C)" 
in  subparagraph  (A)  and  inserting  in  lieu 
thereof  "section  274(h)(6)(C)  (determined  by 
treating  any  reference  to  a  t>eneficiary  coun- 
try as  being  a  reference  to  any  foreign  coun- 
try and  by  applying  such  section  inthout 
regard  to  clause  (ii)  thereof)",  and 

(C)  by  ameruling  subparagraph  (B)  to  read 
as  follows: 

"(B)  an  incon^  tax  treaty  which  contains 
an  exchange  of  information  program— 

"(i)  which  the  Secretary  certifies  (and  has 
not  revoked  such  certification)  is  satisfac- 
tory in  practice  for  purposes  of  this  title, 
and 

"(ii)  to  which  the  FSC  is  subject " 

<2)  Effective  for  periods  after  March  28, 
IMS.  paragraph  (2J  of  section  924(c)  (relat- 


ing to  requirement  that  FSC  be  managed 
outside  the  United  States)  is  amended  to 
read  as  follows: 

"(2)  the  principal  bank  account  of  the  cor- 
poration is  maintained  in  a  foreign  country 
which  meets  the  requirements  of  section 
927(e)(3)  or  in  a  possession  of  the  United 
States  at  all  times  during  the  taxable  year, 
and". 

(f)  Coordination  With  Possessions  Tax- 
ation.— 

(1)  Paragraph  (S)  of  section  927(e)  (relat- 
ing to  exemption  from  certain  other  taxes)  is 
amended  to  read  as  follows: 

"(5)  Coordination  with  possessions  tax- 
ation.— 

"(A)  Exemption.— No  tax  shall  be  imposed 
by  any  possession  of  the  United  States  on 
any  foreign  trade  income  derived  before 
January  1,  1987.  The  preceding  sentence 
shall  not  apply  to  any  income  attrH>utable 
to  the  sale  of  property  or  the  performance  of 
services  for  ultimate  use,  consumption,  or 
disposition  within  the  possessioiL 

"(B)   Clarification  that  possession  may 

EXEMPT  CERTAIN  INCOME  FROM  TAX.— Nothing 

in  any  provision  of  law  shall  be  construed 
as  prohibiting  any  possession  of  the  United 
States  from  exempting  from  tax  any  foreign 
trade  income  of  a  FSC  or  any  other  income 
of  a  FSC  described  in  paragraph  (2)  or  (3)  of 
section  921(d). 

"(C)  No  COVER  OVER  OF  TAXES  IMPOSED  ON 

FSC— Nothing  in  any  provision  of  law  shall 
be  construed  as  requiring  any  tax  imposed 
by  this  title  on  a  FSC  to  be  covered  over  (or 
otherwise  transferred)  to  any  possession  of 
the  United  States. " 

(2)  Clerical  amendment.— Section  934  is 
amended  by  striking  out  the  subsection  (f) 
added  by  section  801(d)(7)  of  the  Tax 
Reform  Act  of  1984. 

(g)  Clarification  of  Interest  on  DISC- Re- 
lated Deferred  Tax  Liability.— Subsection 
(f)  of  section  995  (relating  to  interest  on 
DISC-related  deferred  tax  liability)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph' 

"(7)  DISC  INCLUDES  former  DISC— For  pur- 
poses of  this  subsection,  the  term  'DISC  in- 
cludes a  former  DISC. " 

(h)  Clarification  of  Exemption  of  Accu- 
mulated DISC  Income.— Subparagraph  (A) 
of  section  805(b)(2)  of  the  Tax  Reform  Act  of 
1984  (relating  to  exemption  of  accumulated 
DISC  income  from  tax)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "For  purposes  of  the  preceding  sen- 
tence, the  term  'actual  distribution'  includes 
a  distribution  in  liquidation,  and  the  earn- 
ings and  profits  of  any  corporation  receiv- 
ing a  distribution  not  included  in  gross 
income  6v  reason  of  the  preceding  sentence 
shall  be  increased  by  the  amount  of  such  dis- 
tribution. " 

(i)  Clarification  of  Effective  Date  for 
Requirement  That  Taxable  Year  or  DISC 
AND  FSC  Conform  to  Taxable  Year  or  Ma- 
jority Shareholder.— Paragraph  (4)  of  sec- 
tion 805(a)  of  the  Tax  Reform  Act  of  1984  is 
amended  to  read  as  follows: 

"(4)  Section  soi.—The  amendments  made 
by  section  803  shall  apply  to  taxable  years 
l>eginning  after  December  31,  1984. " 

(j)  Appucation  or  Dividends  Received  De- 
duction Wtth  Respect  to  Certain  Divi- 
DENDS.—Sul>section  (c)  of  section  245  (relat- 
ing to  dividends  received  from  certain  for- 
eign corporations)  is  amended  by  redesig- 
nating paragraph  (3)  as  paragraph  (4)  and 
try  inserting  after  paragraph  (2)  the  follow- 
ing new  paragraph' 

"(3)  Coordination  with  subsections  (a) 
AMD  (b).—The  gross  income  giving  rise  to  the 


earnings  and  profits  described  in  subpara- 
graph (A)  or  (B)  of  paragraph  (1)  (and  not 
descrilKd  in  paragraph  (2))  shall  not  be 
taken  into  account  under  subsections  (a) 
and  (b). " 

(k)  Treatment  or  Certain  QuAurYina  Dis- 
tributions From  DISC— Paragraph  (2)  of 
section  996(a)  (relating  to  qualifying  distri- 
butions) is  amended  by  striking  out  the  last 
sentence  and  inserting  in  lieu  thereof  the 
following:  "In  the  case  of  any  amount  of  any 
actual  distribution  to  a  C  corporation  made 
pursuant  to  section  992(c)  which  is  required 
to  satisfy  the  coruiition  of  section 
992(a)(1)(A),  the  preceding  sentence  shall 
apply  to  16/1 7ths  of  such  amount  and  para- 
graph (1)  shall  apply  to  the  remaining  1/ 
1 7th  of  such  amount " 

(I)  Treatment  or  Certain  Receipts  From 
Other  FSC— Paragraph  (1)  of  section  924(f) 
(relating  to  certain  receipts  not  included  in 
foreign  trade  gross  receipts)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence: 

"In  the  case  of  gross  receipts  of  a  FSC  from 
a  transaction  involving  any  property,  sub- 
paragraph (C)  shall  not  apply  if  such  FSC 
(and  all  other  FSC's  which  are  members  of 
the  same  controlled  group  and  which  receive 
gross  receipts  from  a  transaction  inrwlving 
sveh  property)  do  not  use  the  pricing  rules 
under  paragraph  (1)  of  section  925(a)  (or  the 
corresponding  provisions  of  the  regulations 
prescribed  under  section  925(b))  with  re- 
spect to  any  transaction  involving  such 
property. " 

(m)  Treatment  or  Certain  Former  Export 
Trade  Corporations.— If— 

(1)  a  corporation  which  is  not  an  export 
trading  corporation  for  its  most  recent  tax- 
able year  ending  before  the  date  of  the  enact- 
ment of  the  Tax  Reform  Act  of  1984  but  was 
an  export  trading  corporation  for  any  prior 
taxable  year,  and 

(2)(A)  such  corporation  may  not  qualify  as 
an  export  trade  corporation  for  any  taxable 
year  beginning  after  December  31,  1984,  by 
reason  of  section  971(a)(3)  of  the  Internal 
Revenue  Code  of  1954,  or  (B)  such  corpora- 
tion makes  an  election,  before  the  date  6 
months  after  the  date  of  the  enactment  of 
this  Act  not  to  be  treated  as  an  export  trade 
corporation  with  respect  to  taxable  years  be- 
ginning after  December  31, 1984, 
rules  similar  to  the  rules  of  paragraphs  (2) 
and  (4)  of  section  805(b)  of  the  Tax  Reform 
Act  of  1984  shall  apply  to  such  corporation. 
For  purposes  of  the  preceding  sentence,  the 
term  "export  trade  corporation"  has  the 
meaning  given  such  term  by  section  971  of 
such  Code. 

(n)  Treatment  or  Distribution  or  Accumu- 
lated DISC  Income  Received  by  Coopera- 
tives.—Paragraph  (2)  of  section  805(b)  of  the 
Tax  Reform  Act  of  1984  (relating  to  transi- 
tion rules  for  DISC'S)  is  amended  by  adding 
at  the  end  thereof  the  following  new  sub- 
paragraph' 

"(C)  Treatment  or  distribution  or  accu- 
mulated disc  income  received  by  coopera- 
tives.—In  the  case  of  any  actual  distribu- 
tion received  by  an  organization  described 
in  section  1381  of  such  Code  and  excluded 
from  the  gross  income  of  such  corporation 
by  reason  of  subparagraph  (A)— 

"(i)  such  amount  shall  not  be  included  in 
the  gross  income  of  any  member  of  such  or- 
ganization when  distrilmted  in  the  form  of  a 
patronage  dividend  or  otherwise,  and 

"(ii)  no  deduction  shall  be  allowed  to  such 
organization  try  reason  of  any  such  distrUru- 
tion. " 

(o)  Treatment  or  Certain  Contracts.— 
Paragraph  (2)  of  section  80S(a)  of  the  Tax 
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Reform  Act  of  1984  (relating  to  transitional 
rule  for  certain  contracts)  is  amended  to 
read  as  follows: 

"(Zt  Special  rule  for  certain  costracts.— 
To  the  extent  provided  in  regulations  pre- 
scribed by  the  Secretary  of  the  Treasury  or 
his  delegate,  any  event  or  activity  required 
to  occur  or  required  to  be  performed,  before 
January  1,  1985,  by  section  924  <c)  or  (d)  or 
92S(c)  of  the  Internal  Revenue  Code  of  1954 
shall  be  treated  as  meeting  the  requirements 
of  such  section  if  such  event  or  activity  is 
with  respect  to— 

"(A)  any  lease  of  more  than  3  years  dura- 
tion which  was  entered  into  before  January 
1. 1985. 

"(Bl  any  contract  VDith  respect  to  which 
the  taxpayer  uses  the  completed  contract 
method  of  accounting  which  was  entered 
into  before  January  1,  1985,  or 

"(C)  in  the  case  of  any  contract  other  than 
a  lease  or  contract  described  in  subpara- 
graph (A)  or  (B),  any  contract  which  was  en- 
tered into  before  January  1,  1985;  except 
that  this  subparagraph  shall  only  apply  to 
the  first  3  taxable  years  of  the  FSC  CTiding 
after  January  1,  1985,  or  such  later  taxable 
years  as  the  Secretary  of  the  Treasury  or  his 
delegate  may  prescribe. " 

(p)  Clerical  Amendments.— 

11)  Subsection  If)  of  section  995  is  amend- 
ed try  redesignating  the  paragraphs  follow- 
ing the  paragraph  13)  relating  to  deferred 
DISC  income  as  paragraphs  14),  15),  and  16). 

12)  Subsection  Ih)  of  section  901  is  amend- 
ed by  striking  out  "section  927ld)l6)"  and 
inserting  in  lieu  thereof  "section  927ld)l6))". 

13)  Paragraph  13)  of  section  8021c)  of  the 
Tax  Reform  Act  of  1984  is  hereby  repealed. 

14)  Subparagraph  lA)  of  section  805la)l2) 
of  the  Tax  Reform  Act  of  1984  is  amended  by 
striking  out  "the  taxpayer"  and  inserting  in 
lieu  thereof  "the  DISC  or  a  related  party". 

15)  Paragraph  12)  of  section  927le)  is 
amended  by  striking  out  "clauses  li)  and 
Hi)"  and  inserting  in  lieu  thereof  "clauses 
Hi)  and  liii)". 

SEC.  IS77.  AMENDMENTS  RELATED  TO  TITLE  IX  OF 
THE  ACT. 

la)  Amendment  Related  to  Section  911  of 
THE  Act.— Paragraph  13)  of  section  341a)  Ire- 
lating  to  credit  for  certain  uses  of  gasoline 
and  special  fuels)  is  amended  to  read  as  fol- 
lows: 

"13)  under  section  6427— 

"(A)  with  respect  to  fuels  used  for  nontax- 
able purposes  or  resold,  or 

"IB)  with  respect  to  any  qualified  diesel- 
powered  highway  vehicle  purchased  lor 
deemed  purchased  under  section  6427lg)l6)), 
during  the  taxable  year  Idetermined  without 
regard  to  section  64271}))." 

lb)  Amendments  Related  to  Section  915  of 
THE  Act  "^ 

ID  Paragraph  12)  of  section  64271b)  {relat- 
ing to  intercity,  local,  or  school  buses)  is 
amended  by  redesignating  subparagraphs 
IB)  and  IC)  as  subparagraphs  IC)  and  ID), 
respectively,  and  by  inserting  after  subpara- 
graph I  A)  the  following  new  subparagraph: 

"IB)  Exception  for  school  bus  transpor- 
tation.— Subparagraph  lA)  shall  not  apply 
to  fuel  used  in  an  automolnle  bus  while  en- 
gaged in  the  transportation  described  in 
paragraph  IDIB). " 

12)  Subparagraph  lA)  of  section  6427lb)l2) 
is  amended  by  striking  out  "subparagraph 
IB)"  and  inserting  in  lieu  thereof  "subpara- 
graphs IB)  and  IC)". 

13)  The  heading  for  subparagraph  (C)  of 
section  6427 lb) 1 2),  as  redesignated  by  para- 
graph 11),  is  amended  by  striking  out  "Ex- 
ception" and  inserting  in  lieu  thereof  "Ex- 
ception FOR  certain  INTRACITY  TRANSPORTA- 
TION". 


Ic)  Amendment  Related  to  Section  921  of 
THE  Act.— Paragraph  13)  of  section  4051  Id) 
Irelating  to  temporary  reduction  in  tax  on 
certain  piggyf>ack  trailers)  is  amended  by 
addirig  at  the  end  thereof  the  following  new 
sentence: 

"No  tax  shall  be  imposed  by  reason  of  this 
paragraph  on  any  use  or  resale  which  occurs 
more  than  6  years  after  the  date  of  the  first 
retail  sale  " 

SEC.  IS7S.  AMENDMENTS  RELATED  TO  TITLE  X  OF 
THE  ACT. 

la)  Amendment  Related  to  Section  1001 
OF  THE  Act.— Subsection  lb)  of  section  1001 
of  the  Tax  Reform  Act  of  1984  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"124)  Clause  li)  of  section  1278la)ll)IB) 
Irelating  to  short-term  obligations). " 

lb)  Amendment  Related  to  Section  1015  of 
THE  Act.— Subparagraph  ID  of  section 
4162la)l6)  Idefining  sport  fishing  equip- 
ment) is  amended  to  read  as  follows: 

"ID  fishing  hook  disgorgers,  and". 

Ic)  Amendments  Related  to  Section  1018 
OF  THE  Act.— 

ID  Paragraph  11)  of  section  404111)  Irelat- 
ing to  exemption  for  certain  helicopter  uses) 
is  amended  to  read  as  follows: 

"ID  transporting  individutUs,  equipment, 
or  supplies  in  the  exploration  for,  or  the  de- 
velopment or  removal  of,  hard  minerals,  oil, 
or  gas,  or". 

12)  Paragraph  ID  of  section  4261 1 e)  Irelat- 
ing to  exemption  for  certain  helicopter  rises) 
is  amended  to  read  as  follows: 

"ID  transporting  individuals,  equipment, 
or  supplies  in  the  exploration  for,  or  the  de- 
velopment or  removal  of,  hard  minerals,  oil, 
or  gas,  or". 

Id)  Amendments  Related  to  Section  1028 
OF  THE  Act.— Subsection  lb)  of  section  1028 
of  the  Tax  Reform  Act  of  1984  Irelating  to 
credit  against  estate  tax  for  transfers  to 
Toiyabe  National  Forest)  is  amended  to 
read  as  follows: 

"lb)  Amount  of  Credit.— 

"ID  In  aENERAL.—The  amount  allowed  as  a 
credit  under  subsection  la)  shall  be  equal  to 
the  lesser  of— 

"I A)  the  fair  market  value  of  the  real  prop- 
erty transferred  by  each  estate  as  of  the 
valuation  date  used  for  purposes  of  the  tax 
imposed  by  chapter  11  of  such  Code,  or 

"IB)  the  Federal  estate  tax  liability  land 
interest  thereon)  of  each  estate. 

"12)  Special  rule  for  rabe  estate.— In  the 
case  of  the  estate  described  in  paragraph  (2) 
of  subsection  la),  the  amount  allowed  as  a 
credit  under  subsection  (a)  shall  be  equal  to 
the  Federal  estate  tax  liability  land  interest 
accruing  thereon  through  the  date  of  a 
transfer  described  in  paragraph  ID  of  sub- 
section Ic))  of  such  estate  " 

le)  Amendments  Related  to  Section  1034 
of  THE  Act.— 

ID  The  last  sentence  of  section 
514lc)l9)IB)  Irelating  to  exceptions)  w 
amended  by  striking  out  "would  be  unrelat- 
ed business  taxabte  income  Idetermined 
without  regard  to  this  paragraph)"  and  in- 
serting in  lieu  thereof  "is  unrelated  business 
taxaAU  income". 

12)  Clause  li)  of  section  514lc)l9)IC)  U 
amended  by  striking  out  "section  S09la)" 
and  inserting  in  lieu  thereof  "section 
5091  a)  1 3)". 

13)  ClavLse  Ivi)  of  section  514lc)l9)IB)  U 
amended  to  read  as  follows: 

"Ivi)  the  real  property  is  field  by  a  partner- 
ship Iwhich  does  not  fail  to  meet  the  require- 
ments of  clauses  li)  through  <v)),  and— 

"ID  any  partner  of  the  partnership  is  not 
a  qualified  organization,  and 


"III)  the  principal  purpose  of  any  alloca- 
tion to  any  partner  of  the  partnership  which 
is  a  qualified  organization  which  is  not  a 
qvxUified  allocation  (within  the  meaning  of 
section  16813)19))  is  the  avoidance  of  income 
tax. 

For  purposes  of  subclause  II)  of  clause  Ivi), 
an  organization  shall  not  be  treated  as  a 
qualified  organization  if  any  income  of  such 
organization  tDOuld  be  unrelated  business 
taxable  income  Idetermined  unthout  regard 
to  this  paragraph  For  purposes  of  clause 
Ivi),  an  interest  in  a  mortgage  shall  in  no 
event  be  treated  as  real  property. " 

If)  Amendments  Related  to  Section  1041 
OF  THE  Act.— 

ID  The  subsection  Ij)  of  section  51  Irelat- 
ing to  targeted  jobs  credit)  added  by  section 
1041  of  the  Tax  Reform  Act  of  1984  is  hereby 
redesignated  as  subsection  Ik). 

12)  Subparagraph  IB)  of  section  10411015) 
of  the  Tax  Reform  Act  of  1984  is  amended  by 
striking  out  "section  51  Ij)"  and  inserting  in 
lieu  thereof  "section  511k)". 

Ig)  Amendment  Related  to  Section  1053  of 
THE  Act.— Paragraph  12)  of  section  1034lh) 
Irelating  to  members  of  armed  forces)  is 
amended  by  striking  out  "before  the  last  day 
described"  and  inserting  in  lieu  thereof 
"before  the  day  which  is  1  year  after  the  last 
day  described". 

Ih)  Amendment  Related  to  Section  1063 
OF  THE  Act.— Subsection  Ic)  of  section  1063 
of  the  Tax  Reform  Act  of  1984  Irelating  to 
permanent  disallowance  of  deduction  for  ex- 
penses of  demolition  of  certain  structures)  is 
amended  to  read  as  follows: 

"Ic)  Effective  Dates.— 

"ID  The  amendments  made  by  this  section 
shall  apply  to  taxable  years  ending  after  De- 
cember 31,  1983,  but  shall  not  apply  to  any 
demolition  I  other  than  of  a  certified  historic 
structure)  commencing  before  July  19,  1984. 

"12)  For  purposes  of  paragraph  ID,  if  a 
demolition  is  delayed  until  the  completion 
of  the  replacement  structure  on  the  same 
site,  the  demolition  shall  be  treated  as  com- 
mencing when  construction  of  the  replace- 
ment  structure  commences. 

"13)  The  amendments  made  by  this  section 
shall  not  apply  to  any  demolition  commenc- 
ing before  September  1,  1984,  pursuant  to  a 
bank  headquarters  building  project  if— 

"lA)  on  April  1,  1984,  a  corporation  was 
retained  to  advise  the  bank  on  the  final 
comptetion  of  the  project,  and 

"IB)  on  June  12,  1984,  the  Comptroller  of 
the  Currency  approved  the  project 

"141  The  amendments  made  by  this  section 
shall  not  apply  to  the  remaining  adjusted 
basis  at  the  time  of  demolition  of  any  struc- 
ture if— 

"lA)  such  structure  was  used  in  the  manu- 
facture, storage,  or  distribution  of  tead  alkyl 
antiknock  products  and  intermediate  and 
related  products  at  facilities  located  in  or 
near  Baton  Rouge,  Louisiana,  and  Houston, 
Texas,  owned  by  the  same  corporation,  and 

"IB)  demolition  of  at  teast  one  such  struc- 
ture at  the  Baton  Rouge  facility  commenced 
before  January  1,  1984. " 

li)  Amendment  Related  to  Section  1065  of 
THE  Act.— Subsection  lb)  of  section  1065  of 
the  Tax  Reform  Act  of  1984  (relating  to  rules 
treating  Indian  tribal  governments  as 
Slates)  is  amended  by  striking  out  "section 
7871"  and  inserting  in  lieu  thereof  'section 
78711a)". 

Ij)  Amendments  Related  to  Section  1071 
OF  THE  Act. 

ID  Subsection  la)  of  section  852  Irelating 
to  taxation  of  regulated  investment  compa- 
nies and  their  shareholders)  is  amended  by 
adding  "and"  at  the  end  of  paragraph  ID, 
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by  strUcing  out  paragmtA  12),  and  by  redes- 
ignating paragraph  (3)  as  paragraph  (2). 

(2)  Paragraph  (1)  of  section  8S2(b)  (relat- 
ing to  imposition  of  tax  on  regulated  invest- 
ment companies)  is  amended  by  striking  out 
the  last  sentence  and  inserting  in  lieu  there- 
of the  following:  "In  the  case  of  a  regulated 
investment  company  which  is  a  personal 
holding  company  (as  defined  in  section  542J 
or  which  fails  to  comply  for  the  taxable  year 
with  regulations  prescribed  by  the  Secretary 
for  the  purpose  of  ascertaining  the  actual 
otmership  of  its  stock,  such  tax  shall  be 
computed  at  the  highest  rate  of  tax  specified 
in  section  11(b)." 

SSC.  ISTt  miSCBLLANEOVS  ntOVISION& 

(a)  Waiver  or  Estimated  Tax  Penalties.— 
No  addition  to  tax  shall  be  made  under  sec- 
tion 66S4  or  66SS  of  the  Internal  Revenue 
Code  of  1954  (relating  to  failure  to  pay  esti- 
mated income  tax)  for  any  period  before 
April  16.  1985  (March  16,  1985  in  the  case  of 
a  taxpayer  subject  to  section  6655  of  such 
Code),  with  respect  to  any  underpayment,  to 
the  extent  that  such  underpayment  was  cre- 
ated or  increased  by  any  provision  of  the 
Tax  Reform  Act  of  1984. 

(b)  Amendmests  Related  to  Orphan  Druo 
Credit.— 

(1)  Clause  (ii)  of  section  28(b)(2)(A)  (defin- 
ing clinical  testing)  is  amended— 

(A)  by  striking  out  "the  date  of  such  drug" 
in  subclause  (I)  and  inserting  in  lieu  thereof 
"the  date  such  drug",  and 

(B)  by  striking  out  "of  such  Act"  in  sub- 
clause (II)  and  inserting  in  lieu  thereof  "of 
such  Act  or,  if  the  drug  is  a  biological  prod- 
uct, before  the  date  on  which  a  license  for 
such  drug  is  issued  under  section  351  of  the 
Public  Health  Services  Act". 

(2)  Paragraph  (1)  of  section  28(d)  (defin- 
ing rare  disease  or  condition)  is  amended  to 
read  as  follows: 

"(1)  Rare  disease  or  coNDmoN.—For  pur- 
poses of  this  section,  the  term  'rare  disease 
or  condition'  means  any  disease  or  condi- 
tion which— 

"(A)  affects  less  than  200,000  persons  in 
the  United  States,  or 

"(B)  affects  more  than  200,000  persons  in 
the  United  States  but  for  which  there  is  no 
reasonable  expectation  that  the  cost  of  de- 
veloping and  making  available  in  the 
United  States  a  drug  for  such  disease  or  con- 
dition will  be  recovered  from  sales  in  the 
United  States  of  such  drug. 
Determinations  under  the  preceding  sen- 
tence VDith  respect  to  any  drug  shall  be  made 
on  the  basis  of  the  facts  and  circumstances 
as  of  the  date  such  drug  is  designated  under 
section  526  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act " 

(3)  The  amendments  made  by  this  subsec- 
tion shall  apply  to  amounts  paid  or  in- 
curred after  December  31,  1982,  in  taxable 
years  ending  after  such  date. 

(c)  Treatment  of  Sales  Within  AmuATED 
Group  for  Purposes  or  Section  29.— 

(1)  Paragraph  (8)  of  section  29(d)  (relating 
to  related  persons)  is  amended  by  adding  at 
the  end  thereof  the  following  new  sentence' 
"In  the  case  of  a  corporation  which  is  a 
member  of  an  affiliated  group  of  corpora- 
tions filing  a  consolidated  return,  such  cor- 
poration shall  be  treated  as  selling  qualified 
fuels  to  an  unrelated  person  if  stKh  fuels  are 
sold  to  such  a  person  by  another  member  of 
such  group." 

(2)  The  amendment  made  by  paragraph 
(IJ  shall  take  effect  as  if  included  in  the 
amendments  made  by  section  231  of  Public 
Law  96-223. 

(d)  Returns  and  Records  With  Respect  to 
Certain  Frinoe  BENErrrs.— 
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(1)  Subsection  (d)  of  section  6039D  (added 
by  section  1  of  Public  Law  98-611)  is  amend- 
ed to  read  as  follows: 

"(d)  DEriNiTiONS.—For  purposes  of  this  sec- 
tion— 

"(1)    SPECiriED    FRINOE    BENEFIT  PLAN.— The 

term  'specified  fringe  benefit  plan'  means— 

"(A)  any  qualified  group  legal  services 
plan  (as  defined  in  section  120), 

"(B)  any  cafeteria  plan  (as  defined  in  sec- 
tion 125),  and 

"(C)  any  educational  assistance  plan  (as 
defined  in  section  127). 

"(2)  Appucable  exclusion.— The  term  'ap- 
plicable exclusion '  means— 

"(A)  section  120  in  the  case  of  a  qualified 
group  legal  services  plan, 

"(B)  section  125  in  the  case  of  a  cafeteria 
plan,  and 

"(C)  section  127  in  the  case  of  an  educa- 
tional assistance  plan. " 

(2)  The  section  6039D  added  by  section  1 
of  Public  Law  98-612  is  hereby  repealed. 

(e)  Repeal  of  Joint  Committee  Report  Re- 
quirement.—Section  6405  (relating  to  re- 
ports of  refunds  and  credits)  is  amended  try 
striking  out  subsection  (b)  and  redesignat- 
ing subsections  (c),  (d),  and  (e)  as  sut>sec- 
tions  (b),  (c),  and  (d),  respectively. 

(f)  Amendments  Related  to  Pubuc  Law 
99-121.— 

(1)  The  table  contained  in  section 
467(e)(3)(A)  U  amended— 

(A)  by  striking  out  "18-year  real  property" 
and  inserting  in  lieu  thereof  "19-year  real 
property",  and 

(B)  by  striking  out  "18  years"  and  insert- 
ing in  lieu  thereof  "19  years". 

(2)  The  amendments  made  by  paragraph 
(1)  shall  take  effect  as  if  included  in  the 
amendments  made  by  section  103  of  Public 
Law  99-121. 

(g)  Defined  Contribution  Plan  of  Rural 
Electric  Cooperative  May  Include  Quau- 
FiED  Cash  or  Deferred  Arrangement.— 

(1)  In  general.— Paragraphs  (1)  and  (2)  of 
section  401  (k)  (relating  to  cash  or  deferred 
arrangements)  are  each  amended  by  striking 
out  "(or  a  pre-ERISA  money  purchase 
plan)"  and  inserting  in  lieu  thereof  ",  a  pre- 
ERISA  money  purchase  plan,  or  a  rural  elec- 
tric cooperative  plan  ". 

(2)  Rural  electric  cooperative  plan  de- 
HNED.— Subsection  (k)  of  section  401  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph' 

"(6)  Rural  electric  cooperative  plan.— 
For  purposes  of  this  subsection,  the  term 
'rural  electric  cooperative  plan'  means  any 
pension  plan— 

"(A)  which  is  a  defined  contribution  plan 
(as  defined  in  section  414(i)),  and 

"(B)  which  is  established  and  maintained 
by  a  rural  electric  cooperative  (as  defined  in 
section  4S7(d)(9)(B))  or  a  national  associa- 
tion of  such  rural  electric  cooperatives. " 

(3)  ErrEcnvE  date.— The  amendments 
made  by  this  subsection  shall  apply  to  plan 
years  beginning  after  December  31,  1984. 

(h)  Clarification  of  Dehnition  of  Newly 
Discovered  Oil.— 

(1)  In  general.— Paragraph  (2)  of  section 
4991(e)  (defining  newly  discovered  oil)  is 
amended  by  adding  at  the  end  thereof  the 
follouHng  new  sentences:  "Such  term  in- 
cludes any  production  from  a  property 
which  did  not  produce  oil  in  commercial 
quantities  during  calendar  year  1978.  For 
purposes  of  the  preceding  sentence,  a  proper- 
ty shall  not  be  treated  as  producing  oil  in 
commercial  quantities  during  calendar  year 
1978  if,  during  calendar  year  1978  (A)  the 
aggregate  amount  of  oil  produced  from  such 
property  did  not  exceed  2,200  tmrrels  (wheth- 


er or  not  such  oil  was  sold),  and  (B)  no  well 
on  such  property  was  in  production  for  a 
total  of  more  than  72  hours." 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  apply  to  oil  re- 
moved after  February  29,  1980. 

(i)  Medicinal  Alcohol,  Etc.  Brought  Into 
THE  United  States  From  Puerto  Rico  or 
THE  Virgin  Islands  Eugible  for  Draw- 
back.— 

(1)  Section  7652  (relating  to  shipments  to 
the  United  States)  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsectioTL' 

"(g)  Drawback  for  Medicinal  Alcohol, 
Etc.— In  the  case  of  medicines,  medicituU 
preparations,  food  products,  flavors,  or  fla- 
voring extracts  containing  distilled  spirits, 
which  are  unfit  for  beverage  purposes  and 
which  are  brought  into  the  United  States 
from  Puerto  Rico  or  the  Virgin  Islands— 

"(1)  subpart  F  of  part  II  ofsubchapUrA  of 
chapter  51  shall  be  applied  as  if— 

"(A)  the  use  and  tax  determination  de- 
scribed in  section  5131(a)  had  occurred  in 
the  United  States  by  a  United  States  person 
at  the  time  the  article  is  brought  into  the 
United  States,  and 

"(B)  the  rate  of  tax  were  the  rate  applica- 
ble under  subsection  (f)  of  this  section,  and 

"(2)  no  amount  shall  be  covered  into  the 
treasuries  of  Puerto  Rico  or  the  Virgin  Is- 
lands. " 

(2)  The  amendment  made  by  paragraph 
(1)  shaU  apply  to  articles  brought  into  the 
United  States  after  the  daU  of  the  enact- 
ment of  this  Act 

(3)(A)  Section  7652  of  the  Internal  Reve- 
nue Code  of  1954  (other  than  subsection  (f) 
thereof)  shall  not  prevent  the  payment  to 
Puerto  Rico  or  the  Virgin  Islands  of 
amounts  with  respect  to  medicines,  medici- 
nal preparations,  food  products,  flavors,  or 
flavoring  extracts  containing  distilled  spir- 
its, which  are  unfit  for  beverage  purposes 
and  which  are  brought  into  the  United 
States  from  Puerto  Rico  or  the  Virgin  Is- 
lands on  or  before  the  date  of  the  enactment 
of  this  Act 

(B)  With  respect  to  articles  brought  into 
the  United  StaUs  after  September  27,  1985, 
subparagraph  (A)  shall  apply  only  if  the  Sec- 
retary of  the  Treasury  or  his  delegate  is  sat- 
isfied that  the  amounts  paid  to  Puerto  Rico 
or  the  Virgin  Islands  under  subparagraph 
(A)  are  being  repaid  to  the  proper  persons 
who  used  the  distilled  spirits  in  such  arti- 
cles. 

(j)  Allowance  of  Investment  Credit  to  El- 
igible Section  501(d)  Organizations.- 

(1)  In  general.— Section  48  (relating  to 
definitions  and  special  rules)  is  amended  by 
redesignating  subsection  (r)  as  subsection 
(s)  and  6v  inserting  after  subsection  (q)  the 
following  new  subsection: 

"(r)  Certain  Section  501  (d)  Organiza- 
tions.- 

"(1)  In  general.— In  the  case  of  eligible 
section  501(d)  organizations— 

"(A)  any  business  engaged  in  by  such  orga- 
nization for  the  common  benefit  of  its  mem- 
bers and  the  taxable  income  from  which  is 
included  in  the  gross  income  of  its  members 
shall  be  treated  as  an  unrelated  business  for 
purposes  of  paragraph  (4)  of  subsection  (a), 

"(B)  the  qualified  investment  for  each  tax- 
able year  with  respect  to  such  business  shall 
be  apportioned  pro  rata  among  S'uch  mem- 
bers in  the  same  manner  as  the  taxable 
income  of  such  organization,  and 

"(C)  any  i'ndi'oidual  to  whom  any  invest- 
ment has  been  apportioned  under  subpara- 
graph (B)  shall  be  treated  for  purposes  of 
this  subpart  (other  than  section  47 J  as  the 
taxpayer  toith  respect  to  such  investment. 
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and  such  investment  shall  not  (by  reason  of 
such  apportionment)  lose  its  character  as  an 
investment  in  new  section  38  property  or 
used  section  38  property,  as  the  case  may  be. 

"(2)  Limitation  on  used  section  j«  proper- 
ty APPUED  AT  ORGANIZATION  LEVEL.— The  limi- 
tation under  subparagraph  (A)  of  subsection 
(c)(2)  shall  apply  with  respect  to  the  section 
SOl(d)  organization. 

"(3)  Recapture.— For  purposes  of  applying 
section  47  to  any  property  for  which  credit 
was  allowed  under  section  38  by  reason  of 
this  subsection— 

"(A)  the  section  SOl(d)  organization  shall 
be  treated  as  the  taxpayer  to  which  the 
credit  under  section  38  was  oUowed, 

"(B)  the  amount  of  such  credit  allowed 
with  respect  to  the  property  shall  be  treated 
as  the  amount  which  would  have  been  al- 
lowed to  the  section  501(d)  organization 
were  such  credit  allowable  to  such  organiza- 
tion. 

"(C)  subparagraph  (D)  of  section  47(a)(S) 
shall  not  apply,  and 

"(D)  the  amount  of  the  increase  in  tax 
under  section  47  for  any  taxable  year  with 
respect  to  property  to  which  this  subsection 
applies  shall  be  allocated  pro  rata  among 
the  members  of  such  organization  in  the 
same  manner  as  such  organization's  taxable 
income  for  such  year  is  allocated  amons 
such  members. 

"(4)  No  INVESTMENT  CREDIT  ALLOWED  TO 
MEMBER  IF  MEMBER  CLAIMS  OTHER  INVESTMENT 

CREDIT.— No  credit  shall  be  allowed  to  an  in- 
dividual by  reason  of  this  subsection  if  such 
individual  claims  a  credit  under  section  38 
unthout  regard  to  this  subsection.  The 
amount  of  the  credit  not  allov>ed  by  reason 
of  the  preceding  sentence  shall  not  be  al- 
lowed to  any  other  person 

"(S)  EUOIBLE  SECTION  SOlld)  ORGANIZA- 
TION.—For  purposes  of  this  subsection,  the 
term  'eligible  section  501  (d)  organization' 
means  any  organization— 

"(A)  which  elects  to  be  treated  as  an  orga- 
nization described  in  section  501(d)  and 
which  is  exempt  from  tax  under  section 
501(a),  and 

"(31  which  does  not  provide  a  substantial- 
ly higher  standard  of  living  for  any  person 
or  persons  than  it  does  for  the  majority  of 
the  members  of  the  community. " 

(2)  Effective  date.— The  amendments 
made  by  this  subsection  shdU  apply  to  peri- 
ods after  December  31,  1978  (under  rules 
similar  to  the  rules  of  section  48(m)  of  the 
Internal  Revenue  Code  of  1954),  in  taxable 
years  ending  ajter  such  date. 

(3)  Special  rule.— If  refund  or  credit  of 
any  overpayment  of  tax  resulting  from  the 
application  of  this  subsection  is  prevented 
at  any  time  before  the  close  of  the  date 
which  is  1  year  after  the  date  of  the  enact- 
ment of  this  Act  by  operation  of  any  law  or 
rate  of  law  (including  res  judicata),  refund 
or  credit  of  such  overpayment  (to  the  extent 
attributable  to  the  application  of  the 
amendments  made  by  this  subsection)  may, 
nevertheless,  be  made  or  allowed  if  claim 
therefor  U  filed  before  the  close  of  such  1- 
year  period. 

(k)  Amendment  Related  to  Mutual  Sav- 
ings Banks  Described  in  Section  591(b).— 

(1)  In  general.— Subparagraph  (B)  of  sec- 
tion 501(0(14)  (relating  to  list  of  tax-exempt 
organizations)  is  amended— 

(A)  by  striking  out  "or"  at  the  end  of 
clause  (ii), 

(B)  by  striking  out  the  period  at  the  end  of 
clause  (Hi)  and  inserting  in  lieu  thereof  a 
comma  and  "or",  and 

(C)  by  inserting  at  the  end  thereof  the  fol- 
lowing new  clause: 


"(iv)  mutual  savings  banks  described  in 
section  591(b)". 

(2)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  tax- 
abte  years  ending  after  August  13,  1981. 

(I)  Amendment  to  Section  368(a)(2)(F).— 

(1)  In  aENERAL.—Clause  (ii)  of  section 
368(a)(2)(F)  (relating  to  certain  transac- 
tions involving  2.  or  more  investment  com- 
panies) is  amended  to  read  as  follows: 

"(ii)  A  corporation  meets  the  requirements 
of  this  clause  if  not  more  than  25  percent  of 
the  value  of  its  total  assets  is  invested  in  the 
stock  and  securities  of  any  one  issuer  (other 
than  stock  in  a  regulated  investment  compa- 
ny, a  real  estate  investment  trust,  or  an  in- 
vestment company  which  meets  the  require- 
ments of  this  clause  (ii)),  and  not  more  than 
SO  percent  of  the  value  of  its  total  assets  is 
invested  in  the  stock  and  securities  of  5  or 
fewer  issuers  (other  than  stock  in  a  regulat- 
ed investment  company,  a  real  estate  invest- 
ment trust,  or  an  investment  company 
which  meets  the  requirements  of  this  clause 
(ii)).  For  purposes  of  this  clause,  all  mem- 
bers of  a  controlled  group  of  corporations 
(within  the  meaning  of  section  1563(a)) 
shall  be  treated  as  one  issuer. " 

(2)  Effective  date.— The  amendment  made 
t>y  this  subsection  shall  apply  as  if  included 
in  section  2131  of  the  Tax  Reform  Act  of 
1976. 

(m)  Amendments  Relating  to  Subchapter 
S  Corporations.— 

(1)  In  general.— 

(A)  Section  1361(d)(3)  (relating  to  quali- 
fied subchapter  S  trusts)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "A  substantially  separate  and  in- 
dependent share  of  a  trust  treated  as  a  sepa- 
rate trust  under  section  663(c)  stiall  be  treat- 
ed as  a  separate  trust  for  purposes  of  this 
subsection  and  subsection  (c). " 

(B)  Section  1368(e)(1)  (relating  to  defini- 
tions and  special  rules)  is  amended  by  strik- 
ing out  the  period  at  the  end  of  subpara- 
graph (A)  and  inserting  in  lieu  thereof  "and 
no  adjustment  shall  be  made  for  Federal 
taxes  attributabte  to  any  taxable  year  in 
which  the  corporation  was  a  C  corpora- 
tion " 

(2)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  tax- 
abte  years  beginning  after  December  31, 
1982. 

(n)  Amendment  Relating  to  Section 
2523.— 

(1)  In  general.— Subparagraph  (A)  of  sec- 
tion 2523(f)(4)  (relating  to  election  vrith  re- 
spect to  life  estate  for  donee  spouse)  is 
amended  to  read  as  follows: 

"(A)  Time  and  manner.— An  eUction  under 
this  subsection  with  respect  to  any  property 
shall  be  made  on  or  before  the  date  pre- 
scribed by  section  6075(b)  for  filing  a  gift 
tax  return  with  respect  to  the  transfer  (de- 
termined without  regard  to  section  6019(2)) 
and  shall  be  made  in  such  manner  as  the 
Secretary  shall  by  regulations  prescribe. " 

(2)  Effective  date.— The  amendment  made 
by  paragraph  (1)  shaU  apply  to  transfers 
made  after  December  31,  1985. 

(3)  Special  rule  for  certain  transfers  in 
OCTOBER  i9S4.—An  etection  under  section 
2523(f)  of  the  Internal  Revenue  Code  of  1954 
unth  respect  to  an  interest  in  property 
which— 

(A)  VMS  transferred  during  October  1984, 
and 

(B)  was  transferred  pursuant  to  a  trust  in- 
strument stating  that  the  grantor's  inten- 
tion was  that  the  property  of  the  trust  would 
constitute  qualified  terminabU  interest 
property  as  to  which  a  Federal  gift  tax  mari- 


tal deduction  unuld  be  allovoed  upon  the 
grantor's  etection, 

shall  be  made  on  the  return  of  tax  imposed 
by  section  2501  of  such  Code  for  the  calen- 
dar year  1984  which  is  filed  on  or  before  the 
due  date  of  such  return  or,  if  a  timely  return 
is  not  filed,  on  the  first  such  return  filed 
after  the  due  date  of  such  return  and  before 
December  31,  1986. 

(0)  Amendments  Relating  to  Section 
4994.- 

(1)  For  purposes  of  section  4991(b),  a 
"qualifted  charitabte  interest"  shall  include 
an  economic  interest  in  crude  oil  held  by  the 
Episcopal  Royalty  Company,  an  entity  cre- 
ated in  1961  as  a  subsidiary  of  the  Protes- 
tant Episcopal  CTiurch  Foundiation  of  tlie 
Diocese  of  Oklahoma. 

(2)  The  amendment  made  by  this  subsec- 
tion shall  apply  to  oil  removed  after  Febru- 
ary 29,  1980. 

(p)  Amendment  Related  to  Section  252  of 
THE  Economic  Recovery  Tax  Act  of  1981.— 

(1)  Notwithstanding  subsection  (c)  of  sec- 
tion 252  of  the  Economic  Recovery  Tax  Act 
of  1981,  the  amendment  made  by  subsection 
(a)  of  such  section  252  (and  the  provisions 
of  subsection  (b)  of  such  section  252)  shall 
apply  to  any  transfer  of  stock  to  any  person 
if- 

(A)  such  transfer  occurred  in  November  or 
December  of  1973  and  was  pursuant  to  the 
exercise  of  an  option  granted  in  November 
or  December  of  1971, 

(B)  in  December  1973  the  corporation 
granting  the  option  was  acquired  by  another 
corporation  in  a  transaction  qualifying  as  a 
reorganization  under  section  368  of  ttie  In- 
ternal Revenue  Code  of  1954, 

(C)  the  fair  market  value  (as  of  July  L 
1974)  of  the  stock  received  by  such  person  in 
the  reorganization  in  exchange  for  the  stock 
transferred  to  him  pursuant  to  the  exercise 
of  stich  option  was  less  than  50  percent  of 
the  fair  market  value  of  the  stock  so  received 
(as  of  December  4,  1973), 

(D)  in  1975  or  1976  such  person  sold  sub- 
stantially all  of  the  stock  received  in  such 
reorganization,  and 

(E)  such  person  makes  an  etection  under 
this  section  at  such  time  and  in  such 
manner  as  the  Secretary  of  the  Treasury  or 
his  delegate  stiall  prescrH>e. 

(2)  Limitation  on  amount  of  BENErrr.— Sub- 
section (a)  shall  not  apply  to  transfers  with 
respect  to  any  employee  to  the  extent  ttiat 
the  application  of  subsection  (a)  with  re- 
spect to  stich  employee  would  (but  for  this 
subsection)  result  in  a  reduction  in  liability 
for  income  tax  with  respect  to  such  employ- 
ee for  all  taxabte  years  in  excess  of  f  100,000 
(determined  without  regard  to  any  interest). 

(3)  Statute  of  umitations.— 

(A)  Overpayments.— If  refund  or  credit  of 
any  overpayment  of  tax  resulting  from  the 
application  of  subsection  (a)  is  prevented  on 
the  date  of  the  enactment  of  this  Act  (or  at 
any  time  within  6  months  after  such  date  of 
enactment)  by  the  operation  of  any  law  or 
rate  of  law,  refund  or  credit  of  such  overpay- 
ment (to  the  extent  attributabte  to  the  appli- 
cation of  subsection  (a))  may,  nevertheless, 
be  made  or  allowed  if  claim  therefor  is  filed 
i>efore  the  close  of  such  6-month  period. 

(B)  Deficiencies.— If  the  assessment  of  any 
deficiency  of  tax  resulting  from  the  applica- 
tion of  subsection  (a)  is  prevented  on  the 
date  of  the  enactment  of  this  Act  (or  at  any 
time  within  6  months  after  such  date  of  en- 
actment) by  the  operation  of  any  law  or  rule 
of  law,  assessment  of  such  deficiency  (to  the 
extent  attributabte  to  the  application  of  sub- 
section (a))  may,  nevertheless,  be  made 
uiithin  such  6-month  period. 
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<q)  Thxatmemt  or  Csrtain  Selt-Insurmd 
WoKXUts'  Compensation  Funds.— 

(1)  Moratorium  on  collection  activi- 
TIES.— During  the  period  beginning  on  the 
date  of  the  enactment  of  this  Act  and  ending 
on  August  16,  1987,  the  Secretary  of  the 
Treasury  or  his  delegate— 

(A)  shall  suspend  any  pending  audit  of 
any  self-insured  viorkers'  compensation 
fund  where  the  audit  involt>es  the  issue  of 
lohether  such  fund  is  a  mutuai  insurance 
company, 

<BJ  shall  not  initiate  any  audit  of  any 
such  fund  involving  such  issue,  and 

<C)  shall  take  no  steps  to  coUect  from  such 
fund  any  underpayment,  interest,  or  penalty 
involving  such  issue. 

(2J  Si/SPENSION  or  RimNiNO  or  interest- 
No  interest  shaU  be  payable  under  chapter 
97  of  the  Internal  Revenue  Code  of  1986  on 
any  underpayment  by  a  self-insured  work- 
ers' compensation  fund  involving  such  issue 
for  the  period  beginning  on  August  16,  1986, 
and  ending  on  August  16,  1987. 

<3>  Additional  time  to  ras  tax  court  pro- 
ceeding.—If  the  period  during  which  a  peti- 
tion involving  such  issue  could  have  been 
filed  with  the  Tax  Court  by  any  self-insured 
workers'  compensation  fund  had  not  expired 
before  August  16,  1986,  such  period  shall  not 
expire  before  August  16,  1987. 

<4)  Selt-insured  workers'  compensation 
FUND.— For  purposes  of  this  subsection,  the 
term  "self-insured  workers'  compensation 
fund"  means  any  self-insured  workers'  com- 
pensation fund  established  pursuant  to  ap- 
plicable State  law  regulating  self-insured 
workers '  compensation  funds. 

(rJ  Returns  or  Alcohol,  Tobacco,  and 
Firearms  Taxes.— 

flJ  In  oeneral.— Subsection  <b)  of  section 
Mil  of  such  Code  (relating  to  place  for 
filing  returns  or  other  documents)  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  paragraph: 

"(6)  Alcohol,  tobacco,  and  mtEARMS  re- 
turns, etc.— In  the  case  of  any  return  of  tax 
imposed  by  subtitle  E  (relating  to  taxes  on 
alcohol,  tobacco,  and  firearms),  subsection 
(a)  ShaU  apply  (and  this  subsection  shall  not 
apply). " 

(Z)  ErrECTTVE  DATE.— The  amendment  made 
by  paragraph  (1)  shall  take  effect  on  the  first 
day  of  the  first  calendar  month  which  begins 
more  than  90  days  after  the  date  of  the  en- 
actment of  this  Act 

(s)  Treatment  or  Stripping  Tax-Exempt 
Bonds. 

(1)  In  general.— Subsection  (d)  of  section 
1286  is  amended  to  read  as  follows: 

"(d)  Special  Rules  por  Tax-Exempt  Obu- 
<iATiONs.—In  the  case  of  any  tax-exempt  obli- 
gation (as  defined  in  section  127S(a)(3)) 
from  lo/kicA  1  or  more  coupons  have  been 
stripped— 

"(1)  the  amount  of  original  issue  discount 
determined  under  subsection  (a)  with  re- 
spect to  any  stripped  bond  or  stripped 
coupon  from  such  obligation  shall  be  the 
amount  which  produces  a  yield  to  maturity 
(as  of  the  purchase  dale)  equal  to  the  lower 
of- 

"(A)  the  coupon  rate  of  interest  on  such 
obligation  before  the  separation  of  coupons, 
or 

"(B)  the  yield  to  maturity  (on  the  basis  of 
purchase  price)  of  the  stripped  obligation  or 
coupon, 

"(2)  Ou  amount  of  original  issue  discount 
determined  under  paragraph  (1)  shall  be 
taken  into  account  in  determining  the  ad- 
justed basis  of  the  holder  under  section  1288, 

"(3)  subsection  (b)(1)  shaU  not  apply,  and 

"(4)  siUtsection  (b)(2)  shaU  be  applied  by 
increasing  the  basis  of  the  bond  or  coupon 


by  the  interest  accrued  but  not  paid  before 
the  time  such  bond  or  coupon  was  disposed 
of  (and  not  previously  reflected  in  basis). " 

(2)  Eftective  date.— The  amendment  made 
by  paragraph  (1)  shaU  apply  to  any  pur- 
chase or  sale  of  any  stripped  tax-exempt  ob- 
ligation or  stripped  coupon  from  such  an 
obligation  after  the  date  of  the  enactment  of 
this  Act 

(t)  Disposition  or  Certain  Subsidiary.— If 
for  a  taxable  year  of  an  affiliated  group 
filing  a  consolidated  return  ending  on  or 
before  December  31,  1987,  there  is  1  disposi- 
tion of  stock  of  a  subsidiary  incorporated  in 
Delaware  on  December  24,  1969,  and  whose 
principal  place  of  business  is  in  New  Orle- 
ans, Louisiana  (within  the  meaning  of 
Treasury  Regulation  section  1.1S02-19),  the 
amount  required  to  be  included  in  income 
with  respect  to  such  disposition  under 
Treasury  Regulation  section  l.lS02-19(a) 
shall,  notunthstanding  such  section,  be  in- 
cluded in  income  ratably  over  the  IS-year 
period  beginning  with  the  taxable  year  in 
which  the  disposition  occurs  and  ending 
with  the  14th  succeeding  taxable  year. 

(u)  Amendments  Related  to  Single  Em- 
ployer Pension  Plan  Amendments  Act  or 
1986.- 

(1)  CLARinCATION  OP  APPUCABtUTY  OP 
NOTICE  REQUIREMENT  FOR  SIGNinCANT  REDUC- 
TIONS IN  BENEFIT  ACCRUALS.— SCCtiOn  206(h)  O/ 

the  Employee  Retirement  Income  Security 
Act  of  1974  (29  U.S.C.  1054(h);  100  Stat  243) 
is  amended— 

(A)  by  striking  out  "single-employer  plan" 
and  inserting  in  lieu  thereof  "plan  described 
in  paragraph  (2)"; 

(B)  by  redesignating  paragraphs  (1),  (2), 
and  (3)  as  subparagraphs  (A),  (B),  and  (C), 
respectively; 

(C)  by  striking  out  "paragraph  (1),  (2),  or 
(3)"  and  inserting  in  lieu  thereof  "subpara- 
graph (A),  (B),  or  (C)"; 

(D)  by  inserting  "(1)"  after  "(h)";  and 

(E)  by  adding  at  the  end  the  following  new 
paragraph: 

"(2)  A  plan  is  described  in  this  paragraph 
if  such  plan  is— 

"(A)  a  defined  benefit  plan,  or 

"(B)  an  individual  account  plan  which  is 
subject  to  the  funding  standards  of  section 
302. " 

(2)  Treatment  or  section  4049  trusts  es- 
TABusHED  PURSUANT  TO  SECTION  4042(i).— Sec- 
tion 4049(a)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  (29  U.S.C. 
1349(a);  100  Stat  258)  U  amended  by  insert- 
ing "or  4042(i)"  after  "section  4041(c)(3)(B) 
(ii)  or  (Hi)". 

(3)  Correction  or  DEriNrnoN  or  multiem- 
ployer PLAN  roR  PURPOSES  OP  TITLE  I.— Sec- 
tion 11016(c)(1)  of  the  Single-Employer  Pen- 
sion Plan  Amendments  Act  of  1986  (100  Stat 
273)  and  the  amendment  made  thereby  are 
repealed. 

(4)  ErrEcnvE  date.— 

(A)  General  rule.— Except  as  provided  in 
subparagraph  (B),  the  preceding  provisions 
of  this  subsection  shall  be  effective  as  if  such 
provisions  were  included  in  the  enactment 
of  the  Single- Employer  Pension  Plan 
Amendments  Act  of  1986. 

(B)  Special  rule.— Subparagraph  (B)  of 
section  206(h)(2)  of  the  Employee  Retire- 
ment Income  Security  Act  of  1974  (as 
amended  by  paragraph  (1))  shall  apply  only 
unth  respect  to  plan  amendments  adopted 
on  or  after  the  date  of  the  enactment  of  this 
Act 

CHAPTER  8-EFFECTIVE  DATE 
SBC  ItSL  BPFKCnVB  DATS. 

Except  as  otherwise  provided  in  this  sub- 
title, any  amendment  made  by  this  siUititle 


shall  take  effect  as  if  included  in  the  provi- 
sion of  the  Tax  Reform  Act  of  1984  to  which 
such  amendment  relates. 
Subtitle  B— Related  to  Other  Programs 

ArrECTED  by  the  Deficit  Reduction  Act  of 

1984 

CHAPTER  1— AMENDMENTS  RELATED 
TO  SOCIAL  SECURITY  ACT  PROGRAMS 

SBC  IM2.  AMENDMENTS  RELATED  TO  COVERAGE  OF 
CHVRCH  EMPLOYEES  (SECTION  MM  OF 
TUB  DEFICIT  REDUCTION  ACTi. 

(a)  Clarification  of  Exception  for  Mem- 
bers or  Certain  Reugious  Faiths.— Subsec- 
tion (g)  of  section  1402  of  the  Internal  Reve- 
nue Code  of  1954  (relating  to  members  of 
certain  religious  faiths)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(5)  Subsection  not  to  apply  to  certain 
CHURCH  EMPLOYEES.— This  subsection  shall 
not  apply  roith  respect  to  services  which  are 
described  in  subparagraph  (B)  of  section 
3121(b)(8)  (and  are  not  described  in  sub- 
paragraph (A)  of  such  section)." 

(b)  Treatment  or  Income  or  Certain 
Church,  Etc.,  Employees.— 

(1)  Amendments  or  internal  revenue  code 

or  1354.- 

(A)  In  general.— Section  1402  of  such  Code 
(relating  to  definitions  for  purposes  of  the 
tax  on  self-employment  income)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  subsection- 

"(j)  Special  Rules  por  Certain  Church 
Employee  Income.— 

"(1)  Computation  op  net  earnings.— In  ap- 
plying subsection  (a)— 

"(A)  church  employee  income  shall  not  be 
reduced  by  any  deduction; 

"(B)  church  employee  income  and  deduc- 
tions attributable  to  such  income  shall  not 
be  taken  into  account  in  determining  the 
amount  of  other  net  earnings  from  self-em- 
ploymenL 

"(2)    Computation    of    self-employment 

INCOME.— 

"(A)  Separate  appucation  of  subsection 
tbx 2).— Paragraph  (2)  of  subsection  (b)  shall 
be  applied  separately— 

"(i)  to  church  employee  income,  and 

"(ii)  to  other  net  earnings  from  self-em- 
ployment 

"(B)  tlOO  FLOOR.— In  applying  paragraph 
(2)  of  subsection  (b)  to  church  employee 
income,  '$100'  shall  be  substituted  for  '$400'. 

"(3)  Coordination  with  subsection 
(a)(12t.— Paragraph  (1)  shall  not  apply  to 
any  amount  allowable  as  a  deduction  under 
subsection  (a)(12),  and  paragraph  (1)  shall 
be  applied  before  determining  the  amount  so 
aUouiable. 

"(4)  Church  employee  income  defined.— 
For  purposes  of  this  section,  the  term 
'church  employee  income'  mtans  gross 
income  for  services  which  are  described  in 
section  3121(b)(8)(B)  (and  are  not  described 
in  section  3121(b)(8)(A))." 

(B)  Technical  and  coNroRMiNo  amend- 
ments.— 

(i)  Net  earnings.— ParagraiOi  (14)  of  sec- 
tion 1402(a)  of  such  Code  (defining  net 
earnings  from  self-employment)  is  amended 
to  read  as  follows: 

"(14)  in  the  case  of  church  employee 
income,  the  special  rules  of  subsection  (j)(l) 
shall  apply. " 

(ii)  Self-employment  income.— Subsection 
(b)  of  section  1402  of  such  Code  is  amended 
by  adding  at  the  end  thereof  the  following 
new  sentence:  "In  the  case  of  church  employ- 
ee income,  the  special  rules  of  subsection 
(j)(2)  shall  apply  for  purposes  of  paragraph 
(2)." 
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(iii)  Conforming  amendment.— The  second 
sentence  of  section  1402(b)  of  such  Code  is 
amended  by  striking  out  "clause  ID"  and  in- 
serting in  lieu  thereof  "paragraph  (1)". 
(2)  Amendments  of  social  SECimiTY  act.— 
(A)  In  qeneral.— Section  211  of  the  Social 
Security  Act  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"(i)ll)  In  applying  subsection  (a)— 

"(A)  church  employee  income  shall  not  be 
reduced  by  any  dedtiction; 

"(B)  church  employee  iruMme  and  deduc- 
tions attributable  to  such  income  shall  not 
be  taken  into  account  in  determining  the 
amount  of  other  net  earnings  from  self-em- 
ployment 

"(2)(A)  Subsection  (b)(2)  shaU  be  applied 
separately— 

"(i)  to  church  employee  income,  and 

"(ii)  to  other  net  earnings  from  self-em- 
ployment 

"(B)  In  applying  subsection  (b)(2)  to 
church  employee  income,  '$100'  shaU  be  sub- 
stituted for '$400'. 

"(3)  Paragraph  (1)  shaU  not  apply  to  any 
amount  allowable  as  a  deduction  under  sub- 
section (a)(ll),  and  paragraph  (1)  shall  be 
applied  before  determining  the  amount  so 
cUlowable. 

"(4)  For  purposes  of  this  section,  the  term 
'church  employee  income'  means  gross 
income  for  services  which  are  described  in 
section  210(a)(8)(B)  (and  are  not  described 
in  section  210(a)(8)(A))." 

(B)  Technical  and  conformino  amend- 
ments.- 

(i)  Net  EARNiNOS.-Section  211(a)(13)  of 
such  Act  is  amended  to  read  as  follows: 

"(13)  In  the  case  of  church  employee 
income,  the  sj>ecial  rules  of  subsection  (i)(l) 
shall  apply. " 

(ii)  Self-employment  income.— Section 
211(b)  of  such  Act  is  amended  by  adding  at 
the  end  thereof  the  following  new  sentence: 
"In  the  case  of  church  employee  income,  the 
special  rules  of  subsection  (i)(2)  shall  apply 
for  purposes  of  paragraph  (2)." 

(3)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  remu- 
neration paid  or  derived  in  taxable  years  be- 
ginning after  December  31,  1985. 

(c)  Revocation  of  Election  Under  Sec- 
tion 3121(w).— Paragraph  (2)  of  section 
3121(w)  of  the  Internal  Revenue  Code  of 
1954  (relating  to  timing  and  duration  of 
election)  is  amended  by  striking  out  the  last 
2  sentences  and  inserting  in  lieu  thereof  the 
following:  "The  election  may  be  revoked  by 
the  church  or  organization  under  regula- 
tions prescribed  by  the  Secretary.  The  elec- 
tion shall  be  revoked  by  the  Secretary  if  such 
church  or  organization  fails  to  furnish  the 
information  required  under  section  6051  to 
the  Secretary  for  a  period  of  2  years  or  more 
urith  respect  to  remuneration  paid  for  such 
services  by  such  church  or  organization, 
and,  upon  request  by  the  Secretary,  fails  to 
furnish  all  such  previously  unfurnished  in- 
formation for  the  period  covered  by  the  elec- 
tion. Any  revocation  under  the  preceding 
sentence  shall  apply  retroactively  to  the  be- 
ginning' of  the  2-year  period  for  which  the 
information  was  not  furnished. " 

SEC  I8U.  technical  COKXECTIONS  in  OTHER  PRO- 
VISIONS related  TO  SOCIAL  SECMU- 
rr  ACT  PROGRAMS. 

.  (a)  Amendments  Relating  to  OASDI  Pro- 

ORAM.- 

(1)  Section  202(c)(5)(B)  of  the  Social  Secu- 
rity Act  is  amended  by  stri)cing  out  "or  (I)" 
and  inserting  in  lieu  thereof  "or  (J)". 

(2)  Section  202(q)(5)(A)(i)  of  such  Act  is 
amended  by  striking  out  "prescribed  by 
him"  and  inserting  in  lieu  thereof  "pre- 
scribed by  the  Secretary". 


(3)  Section  202(q)(S)(C)  of  such  Act  U 
amended  by  striking  out  "she  shall  be 
deemed"  and  inserting  in  lieu  thereof  "he  or 
she  shall  be  deemed". 

(4)  Section  210(a)(5)(G)  of  such  Act  is 
amended  by  striking  out  "Any  other  service" 
and  inserting  in  lieu  thereof  "any  other 
service". 

(5)  Effective  on  the  date  of  the  enactment 
of  the  Deficit  Reduction  Act  of  1984— 

(A)  section  2601(d)(l)(B)(ii)  of  that  Act  U 
amended  by  striking  out  "210(a)(5)(g)(iii)" 
and  inserting  in  lieu  thereof 
"210(a)(5)(G)(iii)";  and 

(B)  section  2663(c)(1)  of  that  Act  U 
amended  by  striking  out  subparagraph  (B). 

(6)  Section  211(c)(2)  of  the  Social  Security 
Act  is  amended  by  indenting  subparagraph 
(G)  two  additional  ems  (for  a  total  indenta- 
tion of  four  ems)  so  as  to  align  its  left 
margin  with  the  margins  of  the  other  sub- 
paragraphs in  such  section. 

(7)  Section  215(i)(S)(B)  of  such  Act  is 
amended— 

(A)  by  striking  out  "subdivision  (I)"  in 
clause  (ii)  and  inserting  in  lieu  thereof 
"clause  (i)(I)";  and 

(B)  by  striking  out  "subdivisions  (I)  and 
(II)"  in  the  matter  between  clauses  (Hi)  and 
(iv)  and  inserting  in  lieu  thereof  "clatae 
(i)". 

(8)  The  heading  of  section  218(m)  of  such 
Act  is  amended  to  read  as  follows: 

"Wisconsin  Retirement  Fund". 

(9)  Section  221(e)  of  such  Act  is  amended 
by  strilcing  out  "under  this  section"  in  the 
first  sentence. 

(10)  Section  223(g)(1)  of  such  Act  is 
amended  by  striking  out  the  second  comma 
after  the  term  "benefits"  where  such  term 
first  appears  in  the  matter  following  sub- 
paragraph (C). 

(11)(A)  Section  1402(c)(2)  of  the  Internal 
Revenue  Code  of  1954  is  amended  by  indent- 
ing subparagraph  (G)  two  additional  ems 
(for  a  total  indentation  of  four  ems)  so  as  to 
align  its  left  margin  vnth  the  margins  of  the 
other  subjMragraphs  in  such  section. 

(B)  Section  3121(a)(8)  of  such  Code  is 
amended  by  moving  subparagraph  (B)  tu>o 
ems  to  the  left  so  that  its  left  margin  is  in 
flush  alignment  with  the  margin  of  subpara- 
graph (A)  of  such  section. 

(b)  Amendments  Relating  to  AFDC  and 
Child  Support  Programs.— 

(1)(A)  Section  402(a)(31)(A)  of  the  Social 
Security  Act  is  amended  by  striking  out  "(or 
such  lesser  amount  as  the  Secretary  may 
prescribe  in  the  case  of  an  individual  not 
engaged  in  fvUtime  employment  or  not  em- 
ployed throughout  the  month)". 

(B)  The  amendment  made  by  this  para- 
graph shall  be  effective  beginning  October  1, 
1984. 

(2)(A)  Section  402(a)(38)(B)  of  such  Act  is 
amended  by  striking  out  "section  406(a)," 
and  inserting  in  lieu  thereof  "section  406(a) 
or  in  section  407(a)  (if  such  section  is  appli- 
cable to  the  State), ". 

(B)  Section  402(a)(38)  of  such  Act  (as 
amended  by  subparagraph.  (A)  of  this  para- 
graph) is  further  amended  by  relocating  so 
much  of  subparagraph  (B)  as  follows  "sec- 
tion 407(a)  (if  such  section  is  applicable  to 
the  State),"  and  placing  it  after  and  below 
subparagraph  (B),  beginning  flush,  and  in- 
denting it  two  ems  so  that  its  left  margin  is 
aligned  xoith  the  left  margin  of  that  portion 
of  section  402(a)(38)  that  precedes  subpara- 
graph (A)  thereof. 

(C)  The  amendments  made  by  Wiis  para- 
graph shall  be  effective  beginning  October  1, 
1984. 

(3)(A)  Section  402(a)(39)  of  such  Act  is 
amended  by  striking  out  "under  the  age  se- 


lected by  the  State  pursuant  to  section 
406(a)(2)"  and  inserting  in  lieu  thereof 
"under  the  age  of  18". 

(B)  The  amendment  made  by  subpara- 
graph (A)  shall  be  effective  beginning  Octo- 
ber 1, 1984. 

(4)(A)  Section  402(a)  of  such  Act  is  amend- 
ed by  striking  out  "and"  after  the  semicolon 
at  the  end  of  paragraph  (37),  and  by  making 
any  additional  changes  which  may  be  neces- 
sary to  assure  that  paragraphs  (34)  through 

(37)  each  end  with  a  semicolon,  paragraph 

(38)  ends  uHth  ";  and",  and  paragraph  (39) 
ends  vnth  a  period. 

(B)  Effective  on  the  date  of  the  enactment 
of  the  Deficit  Reduction  Act  of  1984,  section 
2639(a)  of  that  Act  is  amended  by  striking 
out  the  period  immediately  following  "utili- 
ty providing  home  energy"  (in  the  quoted 
matter)  and  inserting  in  lieu  thereof  a  semi- 
colon, 

(5)  The  placement  of  the  last  sentence  of 
section  402(a)  of  the  Social  Security  Act  is 
modified  to  the  extent  necessary  to  assure 
that  it  begins  flush  to  the  full  left  margin 
without  any  indentation,  immediately  after 
and  below  the  last  of  the  numbered  para- 
graphs. 

(6)  Section  457(c)  of  such  Act  is  amended 
by  striking  out  "subsection  (b)(3)  (A)  and 
(B)"  in  the  matter  following  paragraph  (2) 
and  inserting  in  lieu  thereof  "subsection 
(b)(4)  (A)  and  (B)". 

(7)  Section  458(d)  of  such  Act  is  amended 
by  striking  out  "on  behalf  of  individuals  re- 
siding in  another  State"  and  inserting  in 
lieu  thereof  "at  the  request  of  another 
State". 

(8)  Section  464(b)(2)(A)  of  such  Act  U 
amended  by  striking  out  "threshhold"  and 
inserting  in  lieu  thereof  "threshold". 

(9)  Section  474(a)  of  such  Act  is  amended 
by  moving  paragraph  (4)  two  ems  to  the  left, 
so  that  its  left  margin  is  in  flush  alignment 
with  the  margins  of  the  preceding  para- 
graphs. 

(10)(A)  Part  E  of  title  IV  of  such  Act  is 
amended  by  adding  at  the  end  thereof  the 
following  new  section: 
"exclusion  from  afdc  unit  of  child  for 

whom  foster  care  maintenance  payments 

ARE  MADE 

"Sec  478.  Notwithstanding  any  other  pro- 
vision of  this  title,  a  child  with  respect  to 
whom  foster  care  maintenance  payments 
are  made  under  this  part  shall  not,  for  Uie 
period  for  which  such  payments  are  made, 
be  regarded  as  a  member  of  a  family  for  pur- 
poses of  determining  the  amount  of  the  ben- 
efits of  the  family  under  part  A,  and  the 
income  and  resources  of  such  child  shall  not 
be  counted  as  the  income  and  resources  of  a 
family  under  such  part ". 

(B)  The  amendment  made  by  sutipara- 
graph  (A)  shall  become  effective  October  1, 
1984. 

(11)(A)  The  failure  by  a  State  to  comply 
loith  the  proxxisions  of  any  amendment  made 
try  paragraph  (1),  (2),  (3),  or  (10)  or  the  im- 
position by  a  State  of  any  requirement  in- 
consistent U!ith  such  provisions,  in  the  ad- 
ministration of  its  plan  approved  under  sec- 
tion 402(a)  of  the  Social  Security  Act  during 
the  period  beginning  October  1,  1984,  and 
ending  on  Uie  day  preceding  the  date  of  the 
enactment  of  this  Act  shall  not  be  consid- 
ered to  be  failure  to  comply  substantially 
with  a  provision  required  to  be  inclxided  in 
the  State's  plan,  or  to  constitute  (solely  by 
reason  of  such  inconsistency)  the  imposi- 
tion of  a  prohibited  requirement  in  the  ad- 
ministration of  the  plan,  for  purposes  of  sec- 
tion 404(a)  of  such  Act 
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(Bf  No  State  thall  be  considered  to  have 
rruuU  any  overpayment  or  underpayment  of 
aid,  under  ita  plan  approved  under  section 
402(a}  of  the  Social  Security  Act,  by  reason 
of  its  compliance  or  noncompliance  toith 
the  provisions  of  any  amendment  made  6y 
paragraph  (1),  (2),  (3),  or  (10)  lor  solely  be- 
cause of  the  extent  to  which  its  requirements 
are  consistent  or  inconsistent  vrith  such  pro- 
visions) in  the  administration  of  the  plan 
during  the  period  specified  in  subparagraph 
lAJ. 

(c)  Amendments  to  General  Provisions.— 
11)  Section  1101(a)  of  such  Act  is  amended 

by  shifting  paragraphs  (3).  (4),  and  (5)  to  the 
right  to  the  extent  necessary  to  assure  that 
their  left  margins  are  aligned  with  the  left 
margins  of  the  other  numbered  paragraphs. 
(2)  Section  1136(b)(7)  of  such  Act  U 
amended  by  striking  out  "nongovermental" 
and  inserting  in  lieu  thereof  "nongovern- 
mental". 

(d)  Amendments  Relating   to  SSI  Pro- 

OKAM.— 

(1)  The  heading  affection  1631(g)  of  such 
Act  is  amended  to  read  as  follows: 

"Reimbursement  to  States  for  Interim 
Assistance  Payments". 

(2)  Section  1612(a)(1)(C)  of  such  Act  is 
amended  by  striking  out  "section  43"  and 
inserting  in  lieu  thereof  "section  32". 

(3)  Section  1612(b)  of  such  Act  is  amend- 
ed- 

(A)  try  striking  out  the  semicolon  at  the 
end  of  paragraph  (2)(A)  and  inserting  in 
lieu  thereof  ",  and"; 

(B)  by  striking  out  the  period  at  the  end  of 
paragraph  (2)(B)  and  inserting  in  lieu  there- 
of a  semicolon;  and 

(C)  fry  making  any  changes  which  may  be 
necessary  to  assure  that  paragraph  (11)  ends 
with  a  semicolon,  paragraph  (12)  ends  with 
";  and",  and  paragraph  (13)  ends  with  a 
period. 

(e)  Amendments  Relating  to  Social  Serv- 
ices Program.— 

(1)(A)  Section  2003(d)  of  such  Act  U  re- 
pealed. 

(B)  Section  2003(b)  of  such  Act  is  amended 
by  striking  out  "(subject  to  subsection  (d))". 

(2)  Section  2007  of  such  Act  is  repealed. 

(f)  EmcTivE  Date.— Except  as  otherwise 
provided  in  this  section,  the  amendments 
made  by  this  section  shall  take  effect  on  the 
date  of  the  enactment  of  this  Act 
CHAPTER     2— AMENDMENTS     RELATED 

TO  UNEMPLOYMENT  COMPENSATION 
PROGRAM 

SBC    ISS4.   TECHNICAL   CORRECTIONS  IN  FEDERAL 
VNEMPLOYMBNT  TAX  ACT. 

The  Federal  Unemployment  Tax  Act  is 
amended  as  follows: 

(1)  Subparagraph  (B)  of  section  3302(c)(2) 
(relating  to  a  limit  on  the  credit  against  the 
unempUnnnent  tax)  is  amended— 

(A)  6v  striking  out  "determination"  the 
second  place  it  appears  in  the  material  pre- 
ceding clause  (i)  and  inserting  in  lieu  there- 
of "denominator",  and 

(B)  in  clause  (H— 

<i)  by  striking  out  "percent"  immediately 
preceding  the  comma  at  the  end  thereof,  and 
(ii)  by  inserting  "percent"  after  "2.7". 

(2)  Subparagraph  (A)  of  section  3302(f)(8) 
(relating  to  a  partial  limitation  on  the  re- 
duction of  the  credit  against  the  unemploy- 
ment tax)  is  amended  by  striking  out  "1987" 
and  inserting  in  lieu  thereof  "1986". 

(3)  Clause  (i)  of  section  3306(o)(l)(A)  (re- 
lating to  crew  leaders  who  are  registered  or 
provide  specialized  agricultural  labor)  is 
amended  by  striking  out  "Farm  Labor  Con- 
tractor Registration  Act  of  1963"  and  insert- 
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ing  in  lieu  thereof  "Migrant  and  Seasonal 
Agricultural  Worker  Protection  Act". 
CHAPTER  3— AMENDMENTS  RELATED 
TO  TRADE  AND  TARIFF  PROGRAMS 

SBC    IS8S.   AMENDMENTS  TO  THE  TARIFF  SCHBD- 
VLBS. 

(a)  In  General.— The  Tariff  Schedules  of 
the  United  States  are  amended  as  follows: 

(II  Telecommunications  product  classifi- 
cation CORRECTIONS.— 

(A)  Schedule  6  is  amended  as  follows: 

(i)  Headnote  1  to  subpart  C  of  part  4  is 
amended  by  striking  out  "688.43"  and  in- 
serting in  lieu  thereof  "688.42". 

(ii)  Headnote  3  of  part  5  of  schedule  6  is 
amended  by  striking  out  "items  68S.11 
through  685.19,  inclusive,"  and  inserting  in 
lieu  thereof  "items  684.92,  684.98,  685.00, 
and  685.08". 

(Hi)  Item  685.34  is  amended  by  inserting 
"35%  ad  vaL  "  in  Column  No.  2. 

(iv)  Item  685.55  m  amended  by  striking 
out  "685.11  to  685.50"  and  inserting  in  lieu 
thereof  "684.92  to  685.49". 

(B)  Headnote  2(ii)  to  part  7  of  schedule  8 
is  amended  by  striking  out  "688.43"  and  in- 
serting in  lieu  thereof  "688.42". 

(C)  Sut>part  B  of  part  2  of  schedule  6  is 
amended  by  inserting  before  the  superior 
heading  to  items  608.26  and  608.29,  and  at 
the  same  indention  level  as  that  heading,  the 
following  new  item: 

■■60S.2S     SUicon  5.6%  5.1%  33% 
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(2)  Corrections  to  the  appendix.— Sub- 
part B  of  part  1  to  the  Appendix  is  amended 
as  follows: 

(A)  The  article  description  for  item  906.38 
is  amended  to  read  as  follows:  "N-Acetylsul- 
fanilyl  chloride  (provided  for  in  item  405.31, 
part  IB,  schedule  4)". 

(B)  Item  907.38  is  amended  by  striking  out 
"411.87"  and  inserting  in  lieu  thereof 
"411.82". 

(C)  Item  912.13  is  amended  by  striking  out 
"670.20"  and  inserting  in  lieu  thereof 
"670.21". 

(D)  Item  907.63  is  amended  by  striking  out 
"(provided  for  in  item  437.13  '  and  inserting 
in  lieu  thereof  "put  up  in  measured  doses  in 
chevnng  gum  form  (provided  for  in  item 
438.02". 

(3)  Miscellaneous  corrections.— The 
Schedules  are  further  amended  as  follows: 

(A)  Headnote  1  of  subpart  D  of  part  4  of 
schedule  1  is  amended  by  striking  out 
"(casein  plus  albumin)"  and  inserting  in 
lieu  thereof  "(casein  plus  lactalbumin)". 

(B)  Headnote  1  of  subpart  C  of  part  4  of 
schedule  3  is  amended— 

(i)  by  inserting  "or"  after  the  semicolon  at 
the  end  of  clause  (v);  and 

(ii)  by  striking  out  ";  or"  at  the  end  of 
clause  (vi)  and  inserting  in  lieu  thereof  a 
period. 

(b)  Effective  Date.— 

(1)  The  amendments  made  by  this  section 
shall  apply  with  respect  to  articles  entered, 
or  urithdraton  from  warehouse,  for  consump- 
tion on  or  after  the  date  that  is  15  days  after 
the  date  of  enactment  of  this  Act 
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(2)  Notwithstanding  section  514  of  the 
Tariff  Act  of  1930  or  any  other  provision  of 
law,  upon  proper  request  filed  with  the  cus- 
toms officer  concerned  on  or  before  the  date 
that  is  90  days  after  the  date  of  enactment  of 
this  Act,  the  entry  of  any  article— 

(A)  which  was  made  on  or  after  Novem- 
ber 14,  1984,  and  before  the  date  that  U  15 
days  after  the  date  of  enactment  of  this  Act; 
aTid 

(B)  unth  respect  to  which  there  would  have 
been  no  duty,  or  a  lesser  duty,  by  reason  of 
any  amendment  made  by  subsection  (a)  if 
such  entry  were  made  on  or  after  the  date 
that  is  IS  days  after  the  date  of  enactment  of 
thUAct, 

shall  be  liquidated  or  reliquidated  as  though 
such  entry  had  been  made  on  the  date  that  is 
15  days  after  the  date  of  enactment  of  this 
Act 

(3)  The  rate  of  duty  in  column  number  1 
for  item  608.25  of  the  Tariff  Schedules  of  the 
United  States  shall  be  subject  to  all  staged 
rate  reductions  for  item  608.38  of  such 
Schedules  that— 

(A)  take  effect  after  the  date  of  enactment 
of  this  Act  and 

(B)  were  proclaimed  by  the  President 
before  the  date  of  enactment  of  this  Act 

SEC.  ISS$.  TECHNICAL  CORRBCTIONS  TO  COUNTER- 
VAIUNG  AND  ANTIDUMPING  DUTY  PRO- 
VISIONS 

(a)  In  General.— Title  VII  of  the  Tariff  Act 
of  1930  is  amended  as  follows: 

(1)(A)  Subsection  (c)  of  section  701  (19 
U.S.C.  1671(c))  is  redesignated  as  subsection 
(d). 

(B)  Subsection  (g)  of  such  section  701  (as 
added  by  section  613(b)  of  the  Trade  artd 
Tariff  Act  of  1984)  is— 

(i)  amended  by  striking  out  "(gl  When- 
ever" and  inserting  in  lieu  thereof  "(c)  Up- 
stream Subsidy.— Whenever";  and 

(ii)  inserted  immediately  after  sul)section 
(b)  of  that  section. 

(2)  Sections  702(b)(1),  732(b)(1),  and 
733(b)(2)  (19  U.S.C.  1671a(b)(l);  1673a(b)(l); 
1673b(b)(2))  are  each  amended  by  striking 
out  "(C),  (D),  or  (E)"  each  place  it  appears 
and  inserting  in  lieu  thereof  "(C),  (D),  (E), 
or  (F)". 

(3)  Subsection  (h)  of  section  703  (19  U.S.C. 
1671b(h))  is  redesignated  as  subsection  (g), 
and— 

(A)  paragraph  I2)(A)  of  that  subsection  (as 
so  redesignated)  is  amended  by  striking  out 
"days  under  section  70S(a)(l)  or  225  days 
under  section  705tmM2),  as  appropriate"  and 
inserting  in  lie*  thereof  "or  225  days,  as  ap- 
propriate, under  section  70S(a)(l)";  and 

(B)  paragraph  <2KB)lii)  of  that  subsection 
(as  so  redesignated)  is  amended  by  striking 
out  "days  under  section  70S(a)(2)"  and  in- 
serting in  lieu  thereof  "or  225  days,  as  ap- 
propriate, under  section  705(a)(1)". 

(4)  Section  704  is  amended— 

(A)  by  amending  subsection  (d)— 

(i)  by  redesignating  paragraph  (2)  as  para- 
graph (3);  and 

(ii)  by  inserting  after  paragraph  (1)  the 
following  new  paragraph: 

"(2)  Exports  of  merchandise  to  united 

states     not     TO     increase     during     INTERIM 

period.— The  administering  authority  may 
not  accept  any  agreement  under  subsection 
(b)  unless  that  agreement  provides  a  means 
of  ensuring  that  the  quantity  of  the  mer- 
chandise covered  by  that  agreement  export- 
ed to  the  United  States  during  the  period 
provided  for  elimination  or  offset  of  the  sub- 
sidy or  cessation  of  exports  does  not  exceed 
the  quantity  of  such  merchandise  exported 
to  the  United  States  during  the  most  recent 
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representative  period  determined  by  the  ad- 
ministering authority. ";  and 

<B)  by  amending  subsection  (i)(l>(D>  by 
striking  out  "international"  and  inserting 
in  lieu  thereof  "intentional". 

(5/  Paragraph  (2)  of  section  706(a)  is 
amended  by  aligning  the  margin  of  the 
matter  appearing  after  subparagraph  (B> 
with  the  margin  of  the  matter  appearing 
before  subparagraph  (A). 

<6)(A)  Section  70S  is  amended  by  striking 
out  "Sec.  708. "  and  inserting  in  lieu  thereof 
the  following  flush  section  heading: 

"SEC    7$S.    EFFECT  OF  DEROGATION  OF  EXPORT- 
IMPORT  RANK  FINANCING. ". 

(B>  The  table  of  contents  for  such  title  VII 
is  amended  by  inserting  in  numerical  se- 
Quence  the  following: 

"Sec.  708.  Effect  of  derogation  of  Export- 
Import  Bank  financing. " 

(7J  Paragraph  (1)  of  section  736(c)  (19 
V.S.C.  1673e(c)(l))  is  amended  by  inserting 
",  and  was  sold  to  any  person  that  is  not  re- 
lated to  such  manufacturer,  producer,  or  ex- 
porter, "  immediately  before  "on  or  after  the 
date  of  publication  of—". 

(8t  The  last  sentence  of  section  7Sl(bKl) 
(19  U.S.C.  167S(b)(l))  U  amended  by  insert- 
ing "or  countervailing  duty"  after  "anti- 
dumping" each  place  it  appears. 

(9)  Clause  (i)  of  section  771(7)(F)  (19 
V.S.C.  1677(7)(F)(i»  is  amended— 

(A)  by  striking  "any  merchandise"  in  that 
part  which  precedes  subclause  (I)  and  in- 
serting in  lieu  thereof  "the  merchandise"; 
and 

(BJ  by  striking  out  "find  orders"  in  sub- 
clause (VIII J  and  inser*ing  in  lieu  thereof 
"final  orders". 

(10)  Subsection  (a)  of  section  771A  (19 
U.S.C.  1677-l(a))  is  amended  6»  striking  out 
"(ii),  or  (Hi)"  and  inserting  in  lieu  thereof 
"(ii),  (Hi),  or  (iv)". 

(11)  Subsection  (g)  of  section  773  (19 
V.S.C.  1677b(g))  is  redesignated  as  subsec- 
tion (f). 

(12)  Section  775  (19  U.S.C.  1677d)  is 
amended  by  striking  out  "an  proceeding" 
each  place  it  appears  in  the  text  and  in  the 
Jieading  and  inserting  in  lieu  thereof  "a  pro- 
ceeding". 

(13)  Section  777  (19  U.S.C.  1677f)  U 
amended— 

(A)  by  striking  out  "confidential",  "non- 
confidential", and  "confidentiality"  each 
place  they  appear  in  the  text  and  in  the  side 
headings  and  inserting  in  lieu  thereof  "pro- 
prietary", "non-proprietary",  and  "proprie- 
tary status",  respectively;  and 

(B)  by  inserting  "or  the  Commission" 
after  "administering  authority"  in  subsec- 
tion (b)(l)(B)(i). 

(b)  Amendments  to  Effective  Date  Provi- 
sions.—Section  626(b)  of  the  Trade  and 
Tariff  Act  of  1984  (relating  to  the  effective 
dates  of  the  amendments  made  therein  to 
title  VII  of  the  Tariff  Act  of  1930)  is  amend- 
ed- 

(1)  by  amending  paragraph  (1)  by  insert- 
ing ",  ond  to  reviews  begun  under  section 
7S1  of  that  Act, "  after  "1930";  and 

(2)  by  adding  at  the  end  thereof  the  follow- 
ing new  paragraphs: 

"(3)  The  administering  authority  may 
delay  implementation  of  any  of  the  amend- 
ments referred  to  in  subsections  (a)  and 
(b)(1)  unth  respect  to  any  investigation  in 
progress  on  the  date  of  enactment  of  this  Act 
if  the  administering  authority  determines 
that  immediate  implementation  would  pre- 
vent compliance  with  a  statutory  deadline 
in  title  VII  of  the  Tariff  Act  of  1930  that  U 
applicable  to  that  investigation. 


"(4)  The  amendment  made  by  section  621 
shall  apply  vnth  respect  to  merchandise  that 
is  unliquidated  on  or  after  November  4, 
1984.". 

SEC.  IS87.  AMENDMENTS  TO  THE  TRADE  ACT  OF  l»74. 

(a)  In  General.— The  Trade  Act  of  1974  is 
amended  as  follows: 

(1)  Subclause  (II)  of  section 
102(b)(4)(B)(ii)  of  the  Trade  Act  of  1974  (19 
U.S.C.  2112(b)(4)(B)(ii)(II))  U  amended  by 
striking  out  "subsection  (A)(ii)(I)"  and  in- 
serting in  lieu  thereof  "subparagraph 
(A)(ii)(I)". 

(2)  Subsection  (n)  of  section  135  (as  added 
by  section  306(c)(2)(B)(v)  of  the  Trade  and 
Tariff  Act  of  1984)  is  redesignated  as  subsec- 
tion (m). 

(3)  Section  141(d)(6)  is  amended  by  strik- 
ing out  "3679(b)  of  the  Revised  Statutes  (31 
U.S.C.  66S(b))"  and  inserting  in  lieu  thereof 
"1342  of  title  31,  UniUd  States  Code". 

(4)  Subsection  (d)  of  section  141  (19  U.S.C. 
2171(d))  is  amended— 

(A)  by  striking  out  "and"  at  the  end  of 
paragraph  (9), 

(B)  by  striking  out  the  period  at  the  end  of 
paragraph  110)  and  inserting  in  lieu  thereof 
";  and",  and 

(C)  by  redesignating  the  paragraph  added 
by  section  304(d)<2)(A)(iii)  of  the  Trade  and 
Tariff  Act  of  1984  as  paragraph  (11). 

(5)  Subparagraphs  (A),  (B).  and  (C)  of  sec- 
tion 502(b)(4)  (19  U.S.C.  2462(b)(4))  are 
amended  to  read  as  follows: 

"(A)  has  nationalized,  expropriated,  or 
otherwise  seized  ownership  or  control  of 
property,  including  patents,  trademarks,  or 
copyrights,  oumed  by  a  United  States  citizen 
or  by  a  corporation,  partnership,  or  associa- 
tion which  is  50  percent  or  more  beneficially 
owned  by  United  States  citizens, 

"(B)  has  taken  steps  to  repudiate  or  nulli- 
fy an  existing  contract  or  agreement  with  a 
United  States  citizen  or  a  corporation,  part- 
nership, or  association  which  is  50  percent 
or  more  beneficially  owned  by  United  States 
citizens,  the  effect  of  which  is  to  nationalize, 
expropriate,  or  otherwise  seize  oumership  or 
control  of  property,  including  patents, 
trademarks,  or  copyrights,  so  owned,  or 

"(C)  has  imposed  or  enforced  taxes  or 
other  exactions,  restrictive  maintenance  or 
operational  conditions,  or  other  measures 
toith  respect  to  property,  including  patents, 
trademarks,  or  copyrights,  so  owned,  the 
effect  of  which  is  to  nationalize,  expropri- 
ate, or  otherwise  seize  oumership  or  control 
of  such  property," 

(6)  That  part  of  section  S04(c)(3)(D)(ii) 
(19  U.S.C.  2464(c)(3)(D)(ii))  that  precedes 
subclause  (I)  is  amended— 

(A)  by  striking  out  "from  any  beneficiary 
developing  country"; 

(B)  by  striking  out  "1984  which  exceeds 
15"  and  inserting  in  lieu  thereof  "1986  the 
aggregate  value  of  which  exceeds  15";  and 

(C)  by  striking  out  "if  for  the  preceding 
calendar  year  such  beneficiary  developing 
country—"  and  inserting  in  lieu  thereof 
"from  those  beneficiary  developing  coun- 
tries which  for  the  preceding  calendar  year— 

(b)  Transistors.— 

(1)  Section  128(b)  of  the  Trade  Act  of  1974 
(19  U.S.C.  2138)  is  amended  by  striking  out 
"587.70"  in  paragraph  (1)  and  inserting  in 
lieu  thereof  "687.70". 

(2)(A)  Item  687.70  of  the  Tariff  Schedules 
of  the  United  States  is  amended  by  striking 
out  "4.2%  ad  vaL"  and  inserting  in  lieu 
thereof  "Free". 

(B)  The  amendment  made  by  sul>para- 
graph  (A)  shall  apply  with  respect  to  articles 
entered,  or  unUidravm  from  u>arehouse,  for 


consumption  on  or  after  the  date  that  is  IS 
days  after  the  date  of  enactment  of  this  Act 
(C)  NottDithstanding  section  S14  of  the 
Tariff  Act  of  1930  or  any  other  provision  of 
law,  upon  proper  request  filed  with  the  cus- 
toms officer  concerned  on  or  before  the  date 
that  is  90  days  after  the  date  of  enactment  of 
this  Act,  the  entry  of  any  article  descrU>ed  in 
item  687.70  of  the  Tariff  Schedules  of  the 
United  States  which  was  made  on  or  after  ■ 
March  1,  1985,  and  before  the  date  that  is  15 
days  after  the  date  of  enactment  of  this  Act 
shall  be  liquidated  or  reliquidaled  as  though 
such  entry  had  been  made  on  the  date  that  is 
IS  days  after  the  date  of  enactment  of  this 
Act 

SEC.   ISSS.  AMENDMENTS  TO  THE  TARIFF  ACT  OF 
/MA 

The  Tariff  Act  of  1930  is  amended  as  fol- 
lows: 

(1)  Subsection  (c)  of  section  304  (19  U.S.C. 
1304(c))  is  amended— 

(A)  by  striking  out  "No"  and  inserting  in 
lieu  thereof  the  following:  "(1)  Except  as 
provided  in  paragraph  (2),  no";  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(2)  If,  t}ecause  of  the  nature  of  an  article, 
it  is  technically  or  commercially  infeasible 
to  mark  it  by  one  of  the  four  methods  speci- 
fied in  paragraph  (It,  the  article  may  be 
marked  by  an  equally  permanent  method  of 
marking  such  as  paint  stenciling  or,  in  the 
case  of  small  diameter  pipe,  tube,  and  fit- 
tings, by  tagging  the  containers  or  bun- 
dles.". 

(2)  Subsection  (j)  of  section  313  (19  U.S.C. 
1313(}))  is  amended— 

(A)  try  redesignating  the  paragraphs  (3) 
and  (4)  inserted  by  section  202(1)(B)  of  the 
Trade  and  Tariff  Act  of  1984  as  paragraphs 
(2)  and  (3),  respectively;  and 

(B)  by  amending  the  paragraph  redesig- 
nated as  paragraph  (4)  by  section  202(1  J<At 
of  the  Trade  and  Tariff  Act  of  1984  to  read 
as  follows: 

"(4t  The  performing  of  incidental  oper- 
ations (including,  but  not  limited  to,  test- 
ing, cleaning,  repacking,  and  inspectingt 
on— 

"(At  the  imported  merchandise  itself  in 
cases  to  which  paragraph  (It  applies,  or 

"(Bt  the  merchandise  of  the  same  kind  and 
quality  in  cases  to  which  paragraph  (2t  ap- 
plies, 

that  does  not  amount  to  manufacture  or 
production  for  drawback  purposes  under  the 
preceding  provisions  of  this  section  shall 
not  be  treated  as  a  use  of  that  merchandise 
for  purposes  of  applying  paragraph  (IXB)  or 
(2l(Ct. ". 

(3t  Section  339(ct(2t(At  (19  U.S.C.  1339t  U 
amended  by  striking  out  "relief'  and  insert- 
ing in  lieu  thereof  "injury". 

(4t  Section  514(at  (19  U.S.C.  lS14(att  U 
amended  by  striking  out  "as  defined  in  sec- 
tion 77U9t  (C),  (Dt,  (Et,  and  (Ft  of  thU  Act". 

(5)  Section  516(at(2t  (19  U.S.C.  lS16(at(2tt 
is  amended  by  adding  at  the  end  thereof  the 
following  new  sentence: 
"Such  term  includes  an  association,  a  ma- 
jority of  whose  members  is  composed  of  per- 
sons described  in  subparagraph  (At,  (Bt,  or 
(CI". 

(6t  Section  S16A(at(3)  (19  U.S.C. 
1516a(at(3tt  is  amended  by  striking  out 
"(2t(At(iit"  and  inserting  in  lieu  thereof 
"(2t(At(it(IIt". 

(7t  Section  613a  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1613at,  as  added  t>y  section  317  of 
the  Joint  Resolution  entitled  "A  Joint  Reso- 
lution making  appropriations  for  fiscal  year 
1985,  and  for  other  purposes. ",  approved  Oc- 
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tober  12,  1984  (98  Stat  2054, 
473).  U  revealed. 

(8)  Section  Ml  (19  V.S.C.  1641 J  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
nexD  subsection: 

"(i)  COUPSMSATION  OF  OCSAN  FREIOHT  FOR- 
WjUlDXliS.— 

"(It  In  OENUtAU—Sotwithstanding  any 
other  pTOxnaUm  of  law,  no  conference  or 
group  of  two  or  more  ocean  common  carri- 
ers in  the  foreign  commerce  of  the  United 
States  that  is  authorized  to  agree  upon  the 
level  of  compensation  paid  to  ocean  freight 
forwarders  may— 

"(A)  deny  to  any  member  of  such  confer- 
ence or  group  the  right,  upon  notice  of  not 
more  than  10  calendar  days,  to  take  inde- 
pendent action  on  any  level  of  compensa- 
tion paid  to  an  ocean  freight  forwarder  who 
is  also  a  custoins  broker,  and 

"(B)  agree  to  limit  the  payment  of  com- 
pensation to  an  ocean  freight  forwarder  who 
is  also  a  customs  broker  to  less  than  1.25 
percent  of  the  aggregate  of  all  rates  and 
charges  applicable  under  the  tariff  assessed 
against  the  cargo  on  which  the  forwarding 
serrnces  are  provided. 

"(2)  Administration.— The  provisions  of 
this  subsection  shall  be  enforced  by  the 
agency  responsible  for  administration  of  the 
Shipping  Act  of  1984  (46  U.S.C.  1701,  et  seq.). 

"(3)  Remedies.— Any  person  injured  by 
reason  of  a  violation  of  paragraph  ID  may. 
in  addition  to  any  other  remedy,  file  a  com- 
plaint for  reparation  as  provided  in  section 
11  of  the  Shipping  Act  of  1984  (46  U.S.C. 
1710),  which  may  be  enforced  pursuant  to 
section  14  of  such  Act  (46  U.S.C.  1713). 

"(4)  DEnNmoNS.-For  purposes  of  this  sub- 
section, the  terms  'conference',  'ocean 
common  carrier',  and  'ocean  freight  for- 
warder' have  the  respective  meaning  given 
to  such  terms  by  section  3  of  the  Shipping 
Act  of  1984  (46  U.S.C.  1702)." 

SEC  ISSS.  AMENDMEXTS  TO  THE  TRADE  AND  TARIFF 
ACTOF  ISS4. 

The  Trade  and  Tariff  Act  of  1984  (Public 
Law  98-573)  is  amended  as  follows: 

(1)  Section  126  is  amended  by  striking  out 
the  following: 

"(3)  Paragraphs  (1)  and  (2)  of  section  126 
of  the  bill  are  amended  to  read  as  follows:". 

(2)  Section  174(b)  is  amended  by  adding  at 
the  end  of  the  table  appearing  therein  the 
following: 

"January  1.  1987 4.9%  ad  vaL  ". 

(3)  Paragraph  (7)  of  subsection  (b)  of  sec- 
tion 212  is  redesignated  as  subsection  (c)  of 
that  section. 

(4)  The  table  in  section  234(a)  is  amended 
by  striking  out  "711.49"  and  inserting  in 
lieu  thereof  "712.49". 

(5)  Paragraph  (3)  of  section  307(b)  is 
amended  by  striking  out  "or  paragraph  (3)". 

(6)  Paragraph  (4)  of  section  404(e)  is 
ameruied  by  striking  out  "147.44"  and  in- 
serting in  lieu  thereof  "147.33". 

(7)  Section  504  is  amended  by  striking  out 
"Tariff  Act  of  1930"  and  inserting  in  lieu 
thereof  "Trade  Act  of  1974". 

(8)  Paragraph  (3)  of  section  619  is  amend- 
ed by  striking  out  "subsection  (b)"  and  in- 
serting in  lieu  thereof  "subsection  (b)(1)". 

SEC  IStH  AMENDMENTS  TO  THE  CARIBBEAN  BASIN 
ECONOMIC  RECOVERY  ACT. 

•ERRll*  Section  213  of  the  Caribbean 
Basin  Economic  Recovery  Act  (19  U.S.C. 
2703)  is  amended— 

(1)  by  amending  paragraph  (3)  of  subsec- 
tion (a)  (as  added  by  section  235  of  the 
Trade  and  Tariff  Act  of  1984)— 

(A)  by  redesignating  that  paragraph  as 
paragraph  (4),  and  aligning  its  margin  with 
that  of  paragraph  (3),  and 
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(B)  by  striking  out  "such"  the  first  time  it 
appears  therein  and  inserting  in  lieu  thereof 
"any  beneficiary";  and 

(2)  by  striking  out  "138.42"  in  subsection 
(f)(5)(B)  and  inserting  in  lieu  thereof 
"138.46". 

SEC.  ISfl.  CONFORMING  AMENDMENTS  REGARDING 
CUSTOMS  BROKERS. 

Title  28  of  the  UniUd  States  Code  is 
amended— 

(1)  by  striking  out  "(3)  or  (c)"  in  section 
1581(g)(1)  and  inserting  in  lieu  thereof 
"(3)";  and 

(2)  by  striking  out  "641(a)(1)(C)"  in  sec- 
tion 1582(1)  and  inserting  in  lieu  thereof 
"641(b)(6)". 

SBC.  ISSt  SPECIAL  EFFECTIVE  DATE  PROVISIONS 
FOR  CERTAIN  ARTICLES  GIVEN  DITY- 
FREE  TREATMENT  UNDER  THE  TRADE 
AND  TARIFF  ACT  OF  ltS4. 

(a)  In  General.— Notunthstanding  section 
514  of  the  Tariff  Act  of  1930  or  any  other 
provision  of  law,  upon  proper  request  filed 
with  the  appropriate  customs  officer  on  or 
before  the  date  that  is  90  days  after  the  date 
of  enactment  of  this  Act,  any  entry— 

(1)  which  was  made  after  the  applicable 
date  and  before  November  14,  1984,  and 

(2)  toith  respect  to  which  there  would  have 
been  no  duty  or  a  lesser  duty  by  reason  of 
any  amendment  made  by  section  112,  115, 
118,  167,  or  179  of  the  Trade  and  Tariff  Act 
of  1984  if  such  entry  were  made  on  Novem- 
ber 14,  1984, 

shall  be  liquidated  or  reliquidated  as  though 
such  entry  had  been  made  on  November  14, 
1984. 

(b)  Appucable  Date.— For  purposes  of  this 
section— 

(1)  The  term  "applicable  date"  means— 
(A)  with  respect  to  any  entry  for  which  the 

amendment  described  in  subsection  (a)(2)  is 
any  amendment  made  by  section  118  of  the 
Trade  and  Tariff  Act  of  1984.  June  1,  1982; 
(B>  urith  respect  to  any  entry  for  which  the 
amendment  described  in  subsection  (a)(2)  is 
any  amendment  made  by  section  112.  115,  or 
179  of  the  Trade  and  Tariff  Act  of  1984,  June 
30,  1983;  and 

(C)  with  respect  to  any  entry  for  which  the 
amendment  described  in  subsection  (a)(2)  is 
the  amendment  made  by  section  167  of  the 
Trade  and  Tariff  Act  of  1984,  October  30. 
1983. 

(2)  The  term  "entry"  includes  any  with- 
drawal from  warehouse. 

SEC.  ISfJ.  TECHNICAL  AMENDMENTS  RELATING  TO 
CUSTOMS  VSER  FEES 

(a)  Schedule  or  Fees.— 

(1)  Subsection  (a)  of  section  13031  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  of  1985  (19  U.S.C.  58c(a))  is  amend- 
ed— 

(A)  by  striking  out  "Subject  to  the  limita- 
tion in  subsection  (b)(2),  for"  in  paragraph 
(2)  and  inserting  in  lieu  thereof  "For", 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph- 

"(8)  For  the  arrival  of  a  barge  or  other 
bulk  carrier  from  Canada  or  Mexico,  $100. " 

(2)  Paragraph  (3)  of  section  13031(a)  of 
the  Consolidated  Omnibus  Budget  Reconcil- 
iation Act  of  1985  (19  U.S.C.  S8c(a)(3))  is 
amended  to  read  as  follows: 

"(3)  For  the  arrival  of  each  railroad  car 
carrying  passengers  or  commercial  freight, 
87.50." 

(b)  Limitations  on  Fees.— 

(1)  Subsection  (b)  of  section  13031  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  of  1985  (19  U.S.C.  58c(b))  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  paragraphs: 


"(4)  No  fee  may  be  charged  under  subsec- 
tion (a)(5)  with  respect  to  the  arrival  of  any 
passenger— 

"(A)  who  is  in  transit  to  a  destination  out- 
side the  customs  territory  of  the  United 
States,  and 

"(B)  for  whom  customs  inspectional  serv- 
ices are  not  provided. 

"(5)  No  fee  may  be  charged  under  subsec- 
tion (a)(1)  for  the  arrival  of— 

"(A)  a  vessel  during  a  calendar  year  after 
a  total  of  $5,955  in  fees  charged  under  para- 
graph (1)  or  (8)  of  subsection  (a)  has  been 
paid  to  the  Secretary  of  the  Treasury  for  the 
provision  of  customs  services  for  all  arrivals 
of  such  vessel  during  such  calendar  year, 

"(B)  any  vessel  which,  at  the  time  of  the 
arrival,  is  being  used  solely  as  a  tugboat,  or 

"(C)  any  barge  or  other  bulk  carrier  from 
Canada  or  Mexico. 

"(6)  No  fee  may  be  charged  under  subsec- 
tion (a)(8)  for  the  arrival  of  a  barge  or  other 
bulk  carrier  during  a  calendar  year  after  a 
total  of  $1,500  in  fees  charged  under  para- 
graph (1)  or  (8)  of  subsection  (a)  has  been 
paid  to  the  Secretary  of  the  Treasury  for  the 
provision  of  customs  services  for  all  arrivals 
of  such  barge  or  other  bulk  carrier  during 
such  calendar  year. 

"(7)  No  fee  may  be  charged  under  para- 
graphs (2),  (3),  or  (4)  of  subsection  (a)  for 
the  arrival  of  any— 

"(A)  commercial  truck, 

"(B)  railroad  car,  or 

"(C)  private  vessel, 
that  is  being  transported,  at  the  time  of  the 
arrival  by  any  vessel  that  is  not  a  ferry." 

(2)  Subparagraph  (A)  of  section 
13031(b)(1)  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985  (19  U.S.C. 
58c(b)(l)(A))  is  ameruied  to  read  as  follows: 

"(A)  the  arrival  of  any  passenger  whose 
journey— 

"(i)  originated  in— 

"(I)  Canada, 

"(II)  Mexico, 

"(III)  a  territory  or  possession  of  the 
United  States,  or 

"(IV)  any  adjacent  Uland  (toithin  the 
meaning  of  section  101(b)(5)  of  the  Immi- 
gration and  Nationality  Act  (8  U.S.C. 
1101(b)(5)).  or 

"(ii)  originated  in  the  United  States  and 
was  limited  to— 

"(I)  Canada, 

"(II)  Mexico, 

"(III)  territories  and  possessions  of  the 
United  States,  and 

"(IV)  such  adjacent  islands;". 

(3)  Paragraph  (1)  of  section  13031(b)  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  of  1985  (19  U.S.C.  58c(b)(l))  is 
amended— 

(A)  by  striking  out  the  period  at  the  end  of 
subparagraph  (B)  and  inserting  in  lieu 
thereof  ";  or  ",  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subparagraph- 

"(C)  the  arrival  of  any  ferry. " 

(4)  Subsection  (c)  of  section  13031  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  of  1985  (19  U.S.C.  S8c(c))  is  amend- 
ed— 

(A)  by  amending  paragraph  (1)  to  read  as 
follows: 

"(1)  The  term  'ferry'  means  any  vessel 
which  is  being  used— 

"(A)  to  provide  transportation  only  be- 
tween places  that  are  no  more  than  300 
miles  apart,  and 

"(B)  to  transport  only— 

"(i)  passengers,  or 
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"(HI  vehicles,  or  railroad  cars,  which  are 
being  rued,  or  have  been  used,  in  transport- 
ing passengers  or  goods. ",  and 

<B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(S)  The  term  "barge  or  other  bulk  carrier' 
means  any  vessel  which— 

"(A/  is  not  self-propelled,  or 

"(B)  transports  fungible  goods  that  are  not 
packaged  in  any  form." 

(c)  Special  Provisions  Reiatino  to  Cus- 
toms Broker  Permits.— 

(1)  Subsection  (d)  of  section  13031  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion ActoflUS  (19  U.S.C.  S8c(d))  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  paragraph: 

"(4)(A>  Notice  of  the  date  on  which  pay- 
ment of  the  fee  imposed  by  subsection  (a)(7) 
is  due  shall  be  published  by  the  Secretary  of 
the  Treasury  in  the  Federal  Register  by  no 
later  than  the  date  that  is  60  days  before 
such  due  date 

"(B)  A  customs  broker  permit  may  be  re- 
voked or  suspended  for  nonpayment  of  the 
fee  imposed  by  subsection  (a)(7)  only  if 
notice  of  the  date  on  which  payment  of  such 
fee  is  due  was  publisfied  in  the  Federal  Reg- 
ister at  least  60  days  before  such  due  date. 

"(C)  The  customs  broker's  license  issued 
under  section  641(b)  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1641(b))  may  not  be  revoked  or 
suspended  merely  by  reason  of  nonpaym.ent 
of  the  fee  imposed  under  subsection  (a)(7). " 

(2)  Notwithstanding  section  13031(a)(7)  of 
the  Consolidated  Omnibus  Budget  Reconcil- 
iation Act  of  1985  (19  U.S.C.  58cta)(7)).  the 
fee  imposed  by  section  13031(a)  of  such  Act 
vnth  respect  to  each  customs  broker  permit 
held  by  an  individual,  partnership,  associa- 
tion, or  corporate  customs  broker  for  eaten- 
dar  year  1986  is  $62.50. 

(3)(A)  The  Secretary  of  the  Treasury  shall 
reinstate  any  custoins  broker's  license  or 
customs  broker  permit  issued  under  subsec- 
tion (b)  or  (c)  of  section  641  of  the  Tariff  Act 
of  1930  (19  U.S.C.  1641)  that  was  suspended 
or  revoked  on  or  before  the  date  of  enact- 
ment of  this  Act  sotely  by  reason  of  nonpay- 
ment of  the  fee  imposed  by  section 
13031(a)(7)  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985. 

(B)  Notwithstanding  any  other  provision 
of  law,  the  Secretary  of  the  Treasury  may 
not  suspend  or  revoke  any  customs  broker 
permit  issued  under  section  641(c)  of  the 
Tariff  Act  of  1930  (19  U.S.C.  1641(c))  sotely 
by  reason  of  nonpayment  of  the  fee  imposed 
bV  section  13031(a)(7)  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985 
before  the  date  that  is  60  days  after  the  date 
of  enactment  of  this  Act 

(d)  Provision  of  Foreign  Pre-Clearance 
Services  ^~" 

(1)  Paragraph  (1)  of  section  13031(e)  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  of  1985  (19  U.S.C.  58c(e)(l))  is 
amended  to  read  as  follows: 

"(1)  Notwithstanding  section  451  of  the 
Tariff  Act  of  1930  (19  U.S.C.  1451)  or  any 
other  provision  of  law  (other  than  para- 
graph (2)),  the  customs  services  required  to 
be  provided  to  passengers  upon  arrival  in 
the  United  States  shall  be  adequately  provid- 
ed in  connection  with  scheduled  airline 
flights  at  customs  serviced  airports  when 
needed  and  at  no  cost  (other  than  the  fees 
imposed  under  subsection  (a))  to  airlines 
and  airline  passengers. " 

(2)  Subsection  (e)  of  section  13031  of  such 
Act  is  amended  by— 

(A)  striking  out  "This  sulisection"  in  para- 
graph (2)  and  inserting  in  lieu  thereof 
"Paragraph  (1)".  and 


(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(3)  Notwithstanding  section  451  of  the 
Tariff  Act  of  1930  (19  U.S.C.  1451)  or  any 
other  provision  of  law— 

"(A)  the  customs  services  required  to  be 
provided  to  passengers  upon  arrival  in  the 
United  States  shall  be  adequately  provided 
in  connection  with  sctieduled  airline  flights 
when  needed  at  places  located  outside  the 
customs  territory  of  the  United  States  at 
which  a  customs  officer  is  stationed  for  the 
purpose  of  providing  such  customs  services, 
and 

"(B)  other  than  the  fees  imposed  under 
subsection  (a),  the  airlines  and  airline  pas- 
sengers shall  not  be  required  to  reimburse 
the  Secretary  of  the  Treasury  for  the  costs  of 
providing  overtime  customs  inspectional 
services  at  such  places. " 

(e)  Regulations  on  Remittance  of  Fees.— 
Subsection  (g)  of  section  13031  of  the  Con- 
solidated Omnibus  Budget  Reconciliation 
Act  of  1985  (19  U.S.C.  S8c(g))  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "Regulations  issued  by  the  Secre- 
tary of  the  Treasury  under  this  subsection 
with  respect  to  the  coUection  of  the  fees 
charged  under  subsection  (a)(5)  and  the  re- 
mittance of  such  fees  to  the  Treasury  of  the 
United  States  shaU  be  consistent  with  the 
regulations  issued  by  the  Secretary  of  the 
Treasiiry  for  the  coltection  and  remittance 
of  the  taxes  imposed  by  subchapter  C  of 
chapter  33  of  the  Internal  Revenue  Code  of 
1954,  but  only  to  the  extent  the  regulations 
issued  with  respect  to  such  taxes  do  not  con- 
flict with  the  provisions  of  this  sectioru  " 

(f)  Reinstating  Limit  on  Charges  for 
Other  Inspection  Services.— Section  53  of 
the  Airport  and  Airway  Development  Act  of 
1970  (49  U.S.C.  1741),  as  amended  by  section 
13031(h)(2)  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985,  is  further 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(e)(1)  The  cost  of  any  inspection  or  quar- 
antine service  which  is  required  to  be  per- 
formed by  the  Federal  Government  or  any 
agency  thereof  at  airports  of  entry  or  other 
places  of  inspection  as  a  consequence  of  the 
operation  of  aircraft,  and  which  is  per- 
formed during  regularly  established  hours  of 
service  on  Sundays  or  holidays  shaU  be  re- 
imbursed by  the  owners  or  operators  of  such 
aircraft  only  to  the  same  extent  as  if  such 
service  had  t>een  performed  during  regularly 
established  hours  of  service  on  weekdays. 
Notwithstanding  any  other  provision  of 
law,  administrative  overhead  costs  associat- 
ed with  any  inspection  or  quarantine  serv- 
ice required  to  be  performed  by  the  United 
States  Government,  or  any  agency  thereof, 
at  airports  of  entry  as  a  result  of  the  oper- 
ation of  aircraft,  shall  not  be  assessed 
against  the  owners  or  operators  thereof 

"(2>  Nothing  in  this  subsection  may  be 
construed  as  requiring  reimbursement  for 
costs  incurred  by  the  Secretary  of  the  Treas- 
ury in  providing  customs  services  described 
in  section  13031(e)(1)  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of 
1985." 

(g)  Effective  Date;  Refunds.— 

(1)  The  amendments  made  by  this  section 
shall  apply  with  respect  to  services  rendered 
after  the  date  that  is  15  days  after  the  date 
of  enactment  of  this  Act 

(2)  Upon  written  request  filed  by  any 
person  with  the  Secretary  of  the  Treasury 
(hereafter  in  this  sul>section  referred  to  as 
the  "Secretary")  before  the  date  that  is  90 
days  after  the  date  of  enactment  of  this  Act 
which  is  accompanied  by  such  documenta- 


tion establishing  proof  of  payment  as  the 
Secretary  may  require,  the  Secretary  shall 
refund  (out  of  funds  in  the  Treasury  of  the 
United  States  not  otherwise  appropriated) 
to  such  person  an  amount  equal  to  the 
excess  of— 

(A)  the  amount  of  fees  imposed  by  section 
13031  of  the  Consolidated  Onnibus  Budget 
Reconciliation  Act  of  1985  that  were  paid  by 
such  person  to  the  Secretary  with  respect  to 
customs  services  provided— 

(i)  after  July  6, 1986,  and 
(ii)  on  or  before  the  date  that  is  15  days 
after  the  date  of  enactment  of  this  Act,  over 

(B)  the  amount  of  fees  such  person  would 
have  been  required  to  pay  to  the  Secretary 
by  reason  of  such  section  with  respect  to 
such  services  if  the  amendments  rnade  by 
subsections  (a)(1)  and  (b)  applted  with  re- 
spect to  such  services. 

(3)  If  the  customs  broker  permit  fee  paid 
by  any  person  for  calendar  year  1986  under 
section  13031(a)(7)  of  the  Consolidated  Om- 
nibus Budget  Reconciliation  Act  of  1985  ex- 
ceeds t62.50,  the  Secretary  shall  either— 

(A)  refund  (out  of  funds  in  the  Tteasury  of 
the  United  States  not  otherwise  appropri- 
ated) to  such  person  the  amount  of  the 
excess,  or 

(B)  if  requested  by  such  person,  credit  the 
amount  of  the  excess  to  the  fee  due  under 
such  section  13031(a)(7)  with  respect  to  such 
permit  for  calendar  year  1987. 

SEC.  ISM.  FORBIGN  TRADE  ZONES. 

Section  3  of  the  Act  of  June  18.  1934  (48 
Stat  999,  chapter  590;  19  U.S.C.  81c)  U 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(c)  Notwitfistanding  the  provisions  of  the 
fifth  proviso  of  subsection  (a),  any  articte 
(vnthin  the  meaning  of  section  5002(a)(14) 
of  the  Internal  Revenue  Code  of  19861  may 
be  manufactured  or  produced  from  domestic 
denatured  distiUed  spirits,  and  articles 
thereof,  in  a  zone. " 

Subtitle  C— Miscellaneous 
CHAPTER     1— AMENDMENTS     RELATED 

TO     THE     CONSOLIDATED     OMNIBUS 

BUDGET    RECONCILIATION    ACT    OF 

1985 
SEC.  nu.  COBRA  TECHNICAL  CORRECTIONS  RELAT- 
INC   TO  SOCIAL  SECURirr  ACT  PRO- 
GRAMS 

(a)  Amendment  Relating  to  the  OASDI 
PROORAM.—Section  12108(b)  of  the  Consoli- 
dated Omnibus  Budget  Reconciliation  Act 
of  1985  is  amended  by  striking  out  "1985" 
and  inserting  in  lieu  thereof  "1986". 

(b)  Amendments  Relating  to  the  Medicare 
Program.- 

(1)  Indirect  medical  education.— (A)  Para- 
graph (2)(C)(i)  of  subsection  (d)  of  section 
1886  of  the  Social  Security  Act  (42  U.S.C. 
1395WW)  is  amended  by  striking  out 
"(taking  into  account,  for  discharges  occur- 
ring after  September  30,  1986,  the  amend- 
ments made  by  section  9104(al  of  the  Medi- 
care and  Medicaid  Budget  Reconciliation 
Amendments  of  1985 J". 

(B)  Paragraph  (3)(A)  of  such  subsection  is 
amended  by  adding  at  the  end  the  following: 
"If  the  formula  under  paragraph  (5)(B)  for 
determining  payments  for  the  indirect  costs 
of  medical  education  is  changed  for  any 
fiscal  year,  the  Secretary  shall  readjust  the 
standardized  amounts  previously  deter- 
mined for  each  hospital  to  take  into  account 
the  changes  in  that  formula. ". 

(C)  Clause  (ii)  of  paragraph  (3)(C)  of  such 
subsection  is  amended  to  read  as  follows: 

"(ii)  Reducing  for  savings  from  amend- 
ment TO  indirect  teaching  adjustment  for 

discharges   after    SEPTEMBER    II,    ISte.-Tht 
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Secretary  thall  further  reduce  each  of  the  av- 
erage itandarxOzed  amounts  by  a  proportion 
equtU  to  the  proportion  (estimated  by  the 
Secretary  J  of  the  amount  of  payynents  under 
this  subsection  based  on  DRG  prospective 
payment  amounts  which  is  the  difference  be- 
ttoeen— 

"(If  the  sum  of  the  additional  payment 
amounts  under  paragraph  (SUB)  (relating 
to  indirect  costs  of  medical  educationJ  if  the 
indirect  teaching  adjustment  factor  viere 
equai  to  t.lS9r  (as  Y'  t5  defined  in  para- 
graph (S)(B)(ii»,  and 

"(II)  that  sum  using  the  factor  specified  in 
paragraph  (S)(B)(ii)(II). ". 

(D)(i)  Except  as  provided  in  clause  (ii), 
the  amendments  made  by  this  paragraph 
apply  to  discharges  occurring  on  or  after 
October  1.  1986. 

(ii)  The  amendments  made  by  this  para- 
graph shall  not  be  first  applied  to  discharges 
occurring  as  of  a  date  unless,  for  discharges 
occurring  on  that  date,  the  amendments 
made  by  section  9J0S(a)  of  the  Consolidated 
Omnibus  Budget  ReconcUation  Act  of  198S 
(incorporating  the  amendments  made  by 
paragraph  (2)  of  this  sul>section)  are  also 
being  applied. 

(2)  Disproportionate  share.— (A)  Para- 
graph (2)(C)  of  subsection  (d)  of  section 
18S6  of  the  Social  Security  Act  (42  U.S.C. 
139SWW),  as  amended  by  section  910S(b)  of 
the  Consolidated  Omnibus  Budget  Reconcil- 
iation Act  of  1 985  (in  this  section  referred  to 
as  "COBRA  ")  M  amended— 

(i)  by  adding  "and"  at  the  end  of  clause 
(ii). 

(ii)  try  striking  out  ",  and"  at  the  end  of 
clause  (Hi)  and  inserting  in  lieu  thereof  a 
period,  and 

(Hi)  by  striking  out  clause  (iv). 

(B)  Paragraph  (3)(C)  of  such  subsection  is 
amended  by  adding  at  the  end  the  foUotoing: 

"(Hi)  Reducing  for  disproportionate 
SHARE  PAYMENTS.— The  Secretary  shall  further 
reduce  each  of  the  average  standardized 
amounts  by  reducing  the  standardized 
amount  for  each  hospital  (as  previously  de- 
termined urithout  regard  to  this  clause)  by  a 
proportion  equal  to  the  proportion  (estab- 
lished 6v  the  Secretary)  of  the  amount  of 
payments  under  this  subsection  based  on 
DRG  prospective  payment  amounts  which 
are  additional  payments  described  in  para- 
graph (S)(F)  (relating  to  disproportionate 
share  payments)  for  subsection  (d)  hospi- 
tals.". 

(C)  Paragraph  (S)(F)(vi)(l)  of  such  subsec- 
tion is  amended— 

(i)  by  striking  out  "supplementary"  and 
inserting  in  lieu  thereof  "supplemental", 
and 

(ii)  by  striking  out  "fiscal  year"  and  in- 
serting in  lieu  thereof  "period". 

(D)  The  amendments  made  by  subpara- 
graph (C)  apply  to  discharges  occurring  on 
or  after  May  1,  1986,  and  the  amendments 
made  by  subparagraphs  (A)  and  (B)  apply  to 
discharges  occurring  on  or  after  October  1, 
1986. 

(3)  AuoNMENT  CORRECTION.— Subparagraph 
(B)  of  section  1886(g)(2)  of  the  Social  Securi- 
ty Act  (as  added  by  section  9107(a)(1)(C)  of 
the  Consolidated  Omnibus  Budget  Reconcil- 
iation Act  of  1985)  is  amended  by  moving  its 
alignment  (and  the  alignment  of  each  of  its 
clauses)  two  additional  ems  to  the  left 

(4)  Emerobncy  care  requirement.— Sec- 
tion 1867(e)(3)  of  the  Social  Security  Act  (42 
U.S.C.  139Sdd(e)(3)),  as  inserted  by  section 
9121(b)  of  COBRA,  is  amended  by  striking 
out  "and  has,  under  the  agreement,  obligat- 
ed itself  to  comply  with  the  requirements  of 
thU  section". 
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(5)  Redesignating  overlapping  provi- 
sions.—Paragraph  (1)  of  section  1866(a)  of 
the  Social  Security  Act  (42  U.S.C.  139Scc(a)) 
is  amended— 

(A)  by  striking  out  "and"  inserted  at  the 
end  of  subparagraph  (I)  Ity  section 
9122(a)(2)  of  COBRA, 

(B)  by  striking  out  the  period  at  the  end  of 
subparagraph  (J)  and  inserting  in  lieu 
thereof  ",  and",  artd 

(C)  t)y  redesignating  the  subparagraph  (I) 
inserted  by  section  9403(b)  of  COBRA  as 
subparagraph  (K)  and  transferring  and  in- 
serting such  subparagraph  after  subpara- 
graph (J). 

(6)  CHAMPVS.— Section  9122(b)  of 
COBRA  is  amended  by  striking  out  "to 
agreements  entered  into  or  renewed  on  or 
after  the  date  of  the  enactment  of  this  Act, 
but  shall  apply  only". 

(7)  Skilled  nursing  facility  payments.— 
(A)  Section  1888(d)(1)  of  the  Social  Security 
Act  (42  U.S.C.  1395yy(d)(l)),  as  added  by  sec- 
tion 9126(a)  of  COBRA,  is  amended  by  strik 
ing  out  "fiscal  year"  each  place  it  appears 
and  inserting  in  lieu  thereof  "cost  reporting 
period". 

(B)  Section  1888(d)(4)  of  the  Social  Securi- 
ty Act  is  amended— 

(i)  in  the  first  sentence,  by  striking  out 
"each  fiscal  year"  and  inserting  in  lieu 
thereof  "cost  reporting  periods  beginning  in 
a  fiscal  year",  and 

(ii)  in  the  second  sentence,  by  striking  out 
"fiscal  year"  and  all  that  follows  up  to  the 
period  and  inserting  in  lieu  thereof  "cost  re- 
porting period  no  later  than  30  days  before 
the  beginning  of  that  period". 

(C)  Section  9126(d)(1)  of  COBRA  U 
amended  by  striking  out  "fiscal  years"  and 
inserting  in  lieu  thereof  "cost  reporting  peri- 
ods". 

(D)  The  amendments  made  by  subpara- 
graphs (A)  and  (B)  apply  to  cost  reporting 
periods  Iteginning  on  or  after  October  1, 
1986. 

(8)  ProPAC— Section  9127(b)  of  COBRA  is 
amended  by  inserting  ",  except  that  the  Di- 
rector may  provide  initially  for  such  terms 
as  vnll  insure  that  (on  a  continuing  basis) 
the  terms  of  no  more  than  eight  members 
will  expire  in  any  one  year"  after  "years". 

(9)  Direct  medical  education.— Section 
1886(h)  of  the  Social  Security  Act  (42  U.S.C. 
1395ww(h)),  added  by  9202(a)  of  COBRA,  U 
amended— 

(A)  in  paragraph  (2)(C),  by  striking  out 
"paragraph  (B)"  and  inserting  in  lieu  there- 
of "subparagraph  (B)", 

(B)  in  the  matter  preceding  subclause  (I) 
of  paragraph  (4)(E)(ii),  by  inserting  "but 
before  July  1,  1987, "  after  "1986, ", 

(C)  by  redesignating  subparagraph  (E)  of 
paragraph  (4)  as  subparagraph  (D),  and  . 

(D)  in  paragraph  (5)(B),  by  striking  out 
"As  used  in  this  paragraph,  the"  and  insert- 
ing in  lieu  therof  "The". 

(10)  Citation  correction.— Section  9202(j) 
of  COBRA  is  amended  by  iTiserting  "or  sec- 
tion 402  of  the  Social  Security  Amendments 
of  1967"  after  "section  1886(c)  of  the  Social 
Security  Act". 

(11)  HMO/CMP  RATES.— (A)  The  matter  in 
section  1876(a)(1)(A)  of  the  Social  Security 
Act  (42  U.S.C.  139Smm(a)(l)(A))  preceding 
clause  (i),  as  amended  by  section  9211(d)  of 
COBRA,  is  amended  by  striking  out  "pub- 
lish" and  inserting  in  lieu  therof  "announce 
(in  a  manner  intended  to  provide  notice  to 
interested  parties)". 

(B)  The  amendment  made  by  subpara- 
graph (A)  shall  apply  to  determinations  of 
per  capita  payment  rates  for  1987  and  subse- 
quent years. 


(12)  Indentation.— Section  1837(i)(l)  of 
the  Social  Security  Act  (42  U.S.C. 
139Sp(i)(l)),  as  amended  by  section 
9219(a)(2)(A)  of  COBRA,  U  amended  by 
moving  the  alignment  of  subparagraph  (A) 
two  additional  ems  to  the  left  so  as  to  align 
its  left  margin  with  the  left  margins  of  sub- 
paragraphs (B)  and  (C)  of  such  sectiOTL 

(13)  Access  demonstration  project.— Sec- 
tion 9221(a)  of  COBRA  U  amended  by  strik- 
ing out  "September  30,  1986"  and  inserting 
in  lieu  thereof  "July  31, 1987". 

(14)  Physician  payment.— (A)  Section 
1842(b)(4)(C)  of  the  Social  Security  Act  (42 
U.S.C.  139Su(b)(4)(C)),  as  amended  by  sec- 
tion 9301(b)(1)(C)  of  COBRA,  U  amended— 

(i)  by  striking  out  clause  (ii),  and 
(ii)  by  striking  out  "(i)"  in  clause  (i). 
(B)    Section     9301(c)(S)    of    COBRA     U 
amended  by  striking  out  "1842(b)(7)"  and 
inserting  in  lieu  thereof  "1842(h)(7)". 

(15)  Redundant  words.— Section  1842(h) 
of  the  Social  Security  Act  (42  U.S.C. 
139Su(h)),  as  amended  by  section  9301(c)  of 
COBRA,  is  amended— 

(A)  in  paragraph  (5),  as  redesignated  by 
section  9301(c)(3)(D)  of  COBRA,  by  striking 
out  "such"  each  place  it  appears,  and 

(B)  in  paragraph  (6),  as  so  redesignated, 
by  striking  out  "the  the"  and  inserting  in 
lieu  thereof  "the". 

(16)  Assistants  at  surgery.— (A)  Section 
1842(k)  of  the  Social  Security  Act  (42  U.S.C. 
1395u(k)),  added  by  section  9307(c)  of 
COBRA,  is  amended  by  inserting  "presents 
or  causes  to  be  presented  a  claim  or"  after 
"willfully"  each  place  it  appears. 

(B)  The  amendment  made  by  subpara- 
graph (A)  shall  apply  to  claims  presented 
after  the  date  of  the  enactment  of  this  Act 

(C)  For  purposes  of  section  1862(a)(lS)  of 
the  Social  Security  Act  (42  U.S.C. 
1395y(a)(15)),  added  by  section  9307(a)(3)  of 
COBRA,  and  for  surgical  procedures  per- 
formed during  the  period  beginning  on  April 
1,  1986,  and  ending  on  December  15,  1986,  a 
carrier  is  deemed  to  have  approved  the  use 
of  on  assistant  in  a  surgical  procedure, 
before  the  surgery  is  performed,  based  on  the 
existence  of  a  complicating  medical  condi- 
tion if  the  carrier  determines  after  the  sur- 
gery is  performed  that  the  use  of  the  assist- 
ant in  the  procedure  was  appropriate  based 
on  the  existence  of  a  complicating  medical 
condition  before  or  during  the  surgery. 

(17)  Citation.— Section  1164(b)(4)(B)  of 
the  Social  Security  Act  (42  U.S.C.  1320c- 
13(b)(4)(B)),  as  added  by  section  9401(b)  of 
COBRA,  is  amended  by  striking  out  "para- 
graphs" and  inserting  in  lieu  thereof  "sub- 
paragraphs". 

(18)  Medicare  tax  on  statt  and  local  em- 
PLOYEES.—(A)  Section  3121(u)(2)(B)(ii)  of 
the  Internal  Revenue  Code  of  1954,  as  added 
by  section  13205(a)(1)  of  COBRA,  is  amend- 
ed- 

(i)  by  striking  out  "or"  at  the  end  of  sub- 
clause (III), 

(ii)  by  striking  out  the  period  at  the  end  of 
sut>clause  (IV)  and  inserting  in  lieu  thereof 
",  or" ,  and 

(Hi)  by  adding  at  the  end  the  following: 

"(V)  by  an  election  official  or  election 
worker  if  the  remuneration  paid  in  a  calen- 
dar year  for  such  service  is  less  than  $100. " 

(B)  Section  210(p)(2)  of  the  Social  Securi- 
ty Act  (42  U.S.C.  410(p)(2)),  as  added  by  sec- 
tion 13205(b)(1)  of  COBRA,  U  amended— 

(i)  by  striking  out  "or"  at  the  end  of  sub- 
paragraph (C), 

(ii)  by  striking  out  the  period  at  the  end  of 
subparagraph  (D)  and  inserting  in  lieu 
thereof  ",  or" ,  and 

(Hi)  by  adding  at  the  end  the  following: 


September  18, 1986 


CONGRESSIONAL  RECORD— HOUSE 


24405 


by  subpara- 
u  presented 
fthUAct 
\62(a>(lS)  of 
(42  V.S.C. 
i307fa)(3)  of 
2edures  per- 
ing  on  April 
r  15,  1986,  a 
ived  the  tise 
'■  procedure, 
based  on  the 
dical  condi- 
fter  the  sur- 
If  the  assist- 
priate  based 
ing  medical 
irgery. 

'b)(4)fB)  of 
S.C.  1320c- 
n.  9401  fbJ  of 
I  out  "para- 
hereof  "sub- 


end  of  sub- 
it  the  end  of 
lieu  thereof 


"(E)  by  on  election  official  or  election 
worker  if  the  remuneration  paid  in  a  calen- 
dar year  for  such  service  is  less  than  $100. " 

(C)  The  amendments  made  by  this  para- 
graph shall  apply  to  services  performed  after 
March  31,  1986. 

(19)  Punctuation.— Section  210(p)(4>(B)  of 
the  Social  Security  Act  (42  U.S.C. 
410(p>(4)<B)),  as  amended  by  section 
1320S(b)(l)  of  COBRA,  U  amended  by  strik- 
ing out  any  Quotation  marks  that  appear 
before  "(A)". 

(c)  Amendhents  Relating  to  the  Medicaid 
Prookam.— 

(1)  Extra  word.— Section  1902(a)(13KDt 
of  the  Social  Security  Act  (42  U.S.C. 
1396a(aK  13(D)),  as  inserted  by  section 
9S0S(c)(l)(C)  of  COBRA  and  as  amended 
and  redesignated  by  paragraphs  (2)  and  (3) 
of  section  9509(a)  of  COBRA,  is  amended  by 
adding  "and"  at  the  end. 

(2)  Capitalization.— Section  1903'm)(2)(F) 
of  the  Social  Security  Act  (42  U.S.C. 
1396b(m)(2)(F)),  as  amended  by  section 
9S17(a)(2)(A)  of  COBRA,  is  amended  by 
strUcing  out  "in  the  case"  and  inserting  in 
lieu  thereof  "In  the  case". 

(3)  Case-manaoement  services.— (A)  Sec- 
tion 1905(a)  of  the  Social  Secunty  Act  (42 
U.S.C.  1395d(a))  is  amended— 

(i)  by  striking  out  "and"  at  the  end  of 
paragraph  (18), 

(ii)  by  redesignating  paragraph  (19)  as 
paragraph  (20),  and 

(Hi)  try  inserting  after  paragraph  (18)  the 
foUoxDing  new  paragraph: 

"(19)  case-management  services  (as  de- 
fined in  section  1915(g)(2));  and". 

(B)  Section  1902(j)  of  the  Social  Security 
Act  (42  U.S.C.  1396a(j)),  as  amended  by  sec- 
tion 9505(d)(1)  of  COBRA,  is  amended  by 
striking  out  "(19)"  and  iruerting  in  lieu 
thereof  "(20)". 

(C)  Section  1902(a)(10)(C)(iv)  of  the 
Socita  Security  Act  (42  U.S.C. 
1396a(a)(10)(C)(iv)),  as  amended  by  section 
9505(d)(2)  of  COBRA,  is  amended  by  strik- 
ing out  "through  (18)"  and  inserting  in  lieu 
thereof  "through  (19)". 

(4)  Health  insuring  oROANiZATiONS.-Sec- 
tion  9517(c)(2)  of  COBRA  is  amended— 

(A)  in  subparagraph  (A),  by  adding  at  the 
end  the  foUowing  "For  purposes  of  this 
paragraph,  a  fiealth  insuring  organization 
is  not  considered  to  be  operational  until  the 
date  on  which  it  first  enrolls  patients. "; 

(B)  in  subparagraph  (B),  by  striking  out 
"(iv)"  and  inserting  in  lieu  thereof  "(vi)"; 
and 

(C)  by  adding  at  the  end  the  following  new 
subparagraph: 

"(C)  In  the  case  of  the  Hartford  Health 
Network,  Inc.,  clauses  (ii)  and  (vi)  of  section 
1903(m)(2)(A)  of  the  Social  Security  Act 
shall  not  apply  during  the  period  for  which 
a  vmiver  by  the  Secretary  of  Health  and 
Human  Services,  under  section  1915(b)  of 
such  Act,  of  certain  reguirements  of  section 
1902  of  such  Act  is  in  effect  (pursuant  to  a 
request  for  a  waiver  under  section  1915(b)  of 
such  Act  submitted  before  January  1,  1986)." 

(5)  References  to  other  provisions.— Sec- 
tion 1920(a)  of  the  Social  Security  Act  (42 
U.S.C.  1396s(a)),  as  added  by  section  9526  of 
COBRA,  is  amended— 

(A)  in  paragraph  (1)— 

(i)  by  redesignating  subparagraphs  (B) 
and  (C)  as  subparagraphs  (C)  and  (D),  re- 
spectively, and 

(ii)  by  inserting  after  "-(A)"  the  follow- 
ing: "Section  402(a)(32)  of  this  Act  (relating 
to  individuals  who  are  deemed  recipients  of 
aid  but  for  whom  a  payment  is  not  made). 

"(B)": 


(B)  in  paragraph  (2)— 

(i)  by  in^rting  "(A)"  after  the  dash,  and 
(ii)  by  oddtnff  at  the  end  the  foUowing  new 
subparagraph: 

"(B)  Section  1634(b)  of  this  Act  (relating 
to  preservation  of  benefit  status  for  disabled 
widows  and  widov>ers  who  lost  SSI  benefits 
because  of  1983  changes  in  actuarial  reduc- 
tion formula). ";  and 

(C)  in  paragraph  (3),  by  striking  out  "Sec- 
tion 473(b)"  and  inserting  in  lieu  thereof 
"Sections  472(h)  and  473(b)". 

(6)  Reference  correction.— Section 
9528(a)  of  COBRA  is  amended  by  strVcing 
out  "1101(a)(8)(P)"  and  inserting  in  lieu 
thereof  "1101(a)(8)(B)". 

(7)  Indentation.— Section 
1902(a)(10)(A)(ii)),  of  the  Social  Security 
Act  (42  U.S.C.  1396a(a)(10)(A)(ii)),  as 
amended  by  sections  9505(b)(2)  and 
9529(b)(1)  of  COBRA,  is  amended— 

(A)  by  indenting  subclause  (VII)  two  addi- 
tional ems  so  as  to  align  its  left  margin  with 
the  left  margins  of  subclauses  (I)  through 
(VI)  of  such  section,  and 

(B)  by  indenting  subclause  (VIII)  (and 
each  of  its  subdivisions)  four  additional  ems 
so  as  to  align  its  left  margin  vnth  the  left 
margins  of  subclauses  (I)  through  (VI)  of 
such  section. 

(d)  Amendments  Relating  to  Continuation 
OF  Employer-Based  Health  Insurance  Cov- 
erage.— 

(1)  Effect  of  modifications  to  plan  cover- 
age PROVISIONS.— 

(A)  IRC  amendment.— Subparagraph  (A)  of 
section  162(k)(2)  (relating  to  type  of  benefit 
coverage)  is  amended  by  adding  at  the  end 
the  following:  "If  coverage  under  the  plan  is 
modified  for  any  group  of  similarly  situated 
beneficiaries,  the  coverage  shall  also  be 
modified  in  the  same  manner  for  all  indi- 
viduals who  are  qualified  beneficiaries 
under  the  plan  pursuant  to  this  subsection 
in  connection  with  such  group. " 

(B)  ERISA  amendment.— Paragraph  (1)  of 
section  602  of  the  Employee  Retirement 
Income  Security  Act  of  1974  (29  U.S.C. 
1162(1);  100  Stat  228)  is  amended  by  adding 
at  the  end  the  following:  "If  coverage  is 
modified  under  the  plan  for  any  group  of 
similarly  situated  beneficiaries,  such  cover- 
age shall  also  be  modified  in  ttie  same 
manner  for  all  individuals  who  are  guali- 
fied  beneficiaries  under  ttie  plan  pursuant 
to  this  part  in  connection  with  such  group. " 

(C)  PHSA  amendment.— Paragraph  (1)  of 
section  2202  of  the  Public  Health  Service  Act 
is  amended  by  adding  at  the  end  ttie  follow- 
ing: "If  coverage  is  modified  under  the  plan 
for  any  group  of  similarly  situated  benefici- 
aries, such  coverage  shaU  also  be  modified 
in  the  same  manner  for  all  individuals  who 
are  gualified  beneficiaries  under  the  plan 
pursuant  to  this  part  in  connection  with 
such  group. " 

(2)  Maximum  required  period  of  continu- 
ation COVERAGE.— 

(A)  IRC  AMENDMENT.— Clause  (i)  of  section 
162(k)(2)(B)  (relating  to  maximum  period  of 
coverage)  is  amended  to  read  as  follows: 

"(i)  Maximum  required  period— 

"(I)  General  rule  for  terminations  and 
REDUCED  HOURS.— In  the  case  of  a  qualifying 
event  described  in  paragraph  (3)(B),  except 
as  provided  in  subclause  (II),  the  date  which 
is  18  months  after  the  date  of  the  qualifying 
event 

"(II)  Special  rule  for  multiple  qualifying 
EVENTS.— If  a  qualifying  event  occurs  during 
the  18  months  after  the  date  of  a  qualifying 
event  described  in  paragraph  (3XB),  the 
date  which  is  36  months  after  the  date  of  the 
qualifying  event  described  in  paragraph 
(3)(B). 


"(Ill)  General  rule  for  other  qualifying 
EVENT5.—In  the  case  of  a  qualifying  event 
not  described  in  paragraph  (3)(B),  the  date 
which  is  36  months  after  the  date  of  the 
qualifying  event " 

(B)  ERISA  AMIENDMENT.— Subparagraph  (A) 
of  section  602(2)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  (29  U.S.C. 
1162(2);  100  Stat  228)  U  amended  to  read  €U 
follows: 

"(A)  Maximum  required  period.— 

"(i)  General  rule  for  terminattons  and 
reduced  hours.— In  the  case  of  a  qualifying 
event  described  in  section  630(2).  except  as 
provided  in  clause  (ii),  the  date  which  is  18 
months  after  the  date  of  the  qualifying 
event 

"(ii)  Special  rule  for  multiple  quaufying 
events.— If  a  qualifying  event  occurs  during 
the  18  monttis  after  the  date  of  a  qualifying 
event  described  in  section  603(2),  the  date 
which  is  36  months  after  the  date  of  the 
qualifying  event  described  in  section  603(2). 

"(Hi)  General  rule  for  other  qualifying 
EVENTS.— In  the  case  of  a  qruUifying  event 
not  described  in  section  603(2),  the  date 
which  is  36  months  after  the  date  of  the 
qualifying  event " 

(C)  PHSA  AMENDMENT.— Subparagraph  (A) 
of  section  2202(2)  of  the  Public  Health  Serv- 
ice Act  is  amended  to  read  as  follows: 

"(A)  Maximum  required  period.— 

"(i)  General  rule  for  terminations  and 
REDUCED  hours.— In  ttie  case  of  a  qualifying 
event  described  in  section  2203(2),  except  as 
provided  in  clause  (ii),  ttie  date  which  is  18 
monttis  after  ttie  date  of  ttie  qualifying 
event 

"(ii)  Special  rule  for  multiple  quaufying 
events.— If  a  qualifying  event  occurs  during 
ttie  18  monttis  after  ttie  date  of  a  qualifying 
event  described  in  section  2203(2),  ttie  date 
which  is  36  monttis  after  the  date  of  ttie 
qualifying  event  described  in  section 
2203(2). 

"(Hi)  General  rule  for  other  qualifying 
events.— In  ttie  case  of  a  qualifying  event 
not  described  in  section  2203(2),  the  daU 
which  is  36  monttis  after  ttie  date  of  ttie 
qualifying  event " 

(3)  Grace  period  for  payment  of  premi- 
ums.— 

(A)  IRC  AMENDMENT.— Clause  (Hi)  of  sec- 
tion 162(k)(2)(B)  (relating  to  failure  to  pay 
premium)  is  amended  by  adding  at  ttie  end 
fhe  foUowing:  "The  payment  of  any  premi- 
um (other  than  any  payment  referred  to  in 
ttie  last  sentence  of  subparagraph  (O)  shaU 
be  considered  to  be  timely  if  made  within  30 
days  after  ttie  date  due  or  within  such  longer 
period  as  applies  to  or  under  ttie  plan. ". 

(B)  ERISA  AMENDMENT.— Subparagraph  (C) 
of  section  602(2)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  (29  U.S.C. 
1162(2)(C);  100  Stat  228)  is  amended  by 
adding  at  the  end  the  following:  "The  pay- 
ment of  any  premium  (other  than  any  pay- 
ment referred  to  in  ttie  last  sentence  of  para- 
graph (3))  shall  be  considered  to  be  timely  if 
made  within  30  days  after  ttie  daU  due  or 
within  such  longer  period  as  applies  to  or 
under  the  plan. " 

(C)  PHSA  AMENDMENT.— Subparagraph  (C) 
of  section  2202(2)  of  the  Public  Health  Serv- 
ice Act  is  amended  by  adding  at  ttie  end  ttie 
foUounng:  "The  payment  of  any  premium 
(otlier  than  any  payment  referred  to  in  the 
last  sentence  of  paragraph  (3))  stiaU  be  con- 
sidered to  be  timely  if  made  unthin  30  days 
after  ttie  date  due  or  unthin  such  longer 
period  as  applies  to  or  under  the  plan. " 

(4)  Termination  of  continuation  coverage 
UPON  coverage  by  other  group  health  plan 
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KATHUt  THAN  UPON  REEMPLOYMENT  OR  REMAR- 
RUOE.— 

(A)  IRC  AMEMDMENT.— Subparagraph  IB)  of 
tectum  162(kJ(2)  /relating  to  period  of  cov- 
erage) u  amended— 

(i)  by  striking  out  clause  Iv);  and 

Hi)  by  striking  out  subclause  (I)  of  clause 
(iv)  and  inserting  in  lieu  thereof  the  follow- 
ing: 

"(t)  covered  under  any  other  group  health 
plan  (at  an  employee  or  otherwise),  or"; 

and 

(Hi)  by  striking  out  the  heading  for  clause 
(iv)  and  inserting  in  lieu  thereof  the  follow- 
ing: "Group  health  plan  coverage  or  medi- 
care EUatBlUTY.  —  ". 

(B)  ERISA  AMENDMENT.— Section  602(2)  of 
the  Employee  Retirement  Income  Security 
Act  of  1974  (29  V.S.C.  1162(2);  100  Stat  228) 
it  amended— 

(i)  by  ttriking  out  subparagraph  IE); 

(ii)  by  striking  out  clause  (i)  of  subpara- 
graph (D)  and  inserting  in  lieu  thereof  the 
fiMowing: 

"(i)  covered  under  any  other  group  health 
plan  (as  an  employee  or  otherwise),  or";  and 

(Hi)  by  striking  out  the  heading  for  sub- 
paragraph ID)  and  inserting  in  lieu  thereof 
the  following:  "Group  health  plan  coverage 

OR  MEDICARE  EUQIBILTTY.  —  ". 

(C)  PHSA  AMENDMENT.— Section  2202(2)  of 
the  Public  Health  Service  Act  is  amended— 

(i)  by  striking  out  subparagraph  (E); 

(ii)  by  striking  out  clause  li)  of  subpara- 
graph (D)  and  inserting  in  lieu  thereof  the 
following: 

"(i)  covered  under  any  other  group  health 
plan  (as  an  employee  or  otherwise),  or";  and 

(Hi)  by  striking  out  the  heading  for  sub- 
paragraph  ID)  and  inserting  in  lieu  thereof 
the  following:  "Group  health  plan  coverage 
OR  medicare  eugibiltty.-". 

IS)  CLARincATtoN  relating  to  election  by 

BENEFICIARIES.  — 

(A)  IRC  AMENDMENT.— Subparagraph  (B)  of 
section  162lk)l2)  Irelating  to  effect  of  elec- 
tion on  other  beneficiaries)  is  amended— 

(i)  by  inserting  "of  continuation  cover- 
age" after  "any  election";  and 

(ii)  by  adding  at  the  end  the  following:  "If 
there  is  a  choice  among  types  of  coverage 
under  the  plan,  each  qualified  beneficiary  is 
entitled  to  make  a  separate  selection  among 
such  types  of  coverage. ". 

(B)  ERISA  AMENDMENT.— Section  60512)  of 
the  Employee  Retirement  Income  Security 
Act  of  1974  129  V.S.C.  116212);  100  Stat  230) 
is  amended— 

(i)  by  inserting  "of  continuation  cover- 
age" after  "any  election";  and 

(ii)  by  adding  at  the  end  the  following:  "If 
there  is  a  choice  among  types  of  coverage 
under  the  plan,  each  qualified  beneficiary  is 
entitled  to  make  a  separate  selection  among 
such  types  of  coverage. ". 

(C)  PHSA  AMENDMENT.— Section  2205(2)  of 
the  Public  Health  Service  Act  is  amended— 

(i)  by  inserting  "of  contintuition  cover- 
age" after  "any  election";  and 

(ii)  by  adding  at  the  end  the  following:  "If 
there  is  a  choice  among  types  of  coverage 
under  the  plan,  each  qualified  beneficiary  is 
entitled  to  make  a  separate  selection  among 
such  types  of  coverage. ". 

(6)  Notice  requirement.— 

(A)  IRC  AMENDMENT.— Subparagraph  (C)  of 
section  162(k)(6)  (relating  to  notice  require- 
ments) is  amended  by  inserting  "within  60 
days  after  the  date  of  the  qualifying  event" 
after  "paragraph  (3)". 

(B)  ERISA  AMENDMENT.— Paragraph  (3)  of 
section  606  of  the  Employees  Retirement 
Income  Security  Act  of  1974  (29  V.S.C. 
1166(3);  100  Stat  230)  m  amended  by  insert- 


ing "unthin  60  days  after  the  date  of  the 
qualifying  event";  after  "section  603". 

IC)  PHSA  AMENDMENT.— Paragraph  13)  of 
section  2206  of  the  Public  Health  Service  Act 
is  amended  by  inserting  "within  60  days 
after  the  date  of  the  qualifying  event"  after 
"section  603". 

ID)  Effective  date.— The  amendments 
made  by  this  paragraph  shall  only  apply 
urith  respect  to  qualifying  events  occurring 
after  the  date  of  the  enactment  of  this  Act 

17)  Nonresident  auens.— Subparagraph 
IB)  of  section  162lk)l7)  Irelating  to  qualified 
beneficiaries)  is  amended  by  adding  at  the 
end  thereof  the  following  new  clause: 

"liii)  Exception  for  nonresident  auens.— 
Notwithstanding  clauses  li)  and  Hi),  the 
term  "qualified  beneficiary'  does  not  include 
an  individual  whose  status  as  a  covered  em- 
ployee is  attributable  to  a  period  in  which 
such  individual  was  a  nonresident  alien 
who  received  no  earned  income  lunthin  the 
meaning  of  section  911ld)l2))  from  the  em- 
ployer which  constituted  income  from 
sources  within  the  United  States  Iwithin  the 
meaning  of  section  861la)l3)).  If  an  individ- 
ual is  not  a  qualified  beneficiary  pursuant 
to  the  previous  sentence,  a  spouse  or  depend- 
ent child  of  such  individual  shall  not  be  con- 
sidered a  qualified  beneficiary  by  virtue  of 
the  relationship  to  the  individual ". 

18)  DEflNmON  OF  GROUP  HEALTH  PLAN  FOR 

ERISA.— Paragraph  ID  of  section  607  of  the 
Employee  Retirement  Income  Security  Act 
of  1974  129  V.S.C.  116711);  100  Stat  231)  U 
amended  to  read  as  follows: 

"ID  Group  health  plan.— The  term  'group 
health  plan '  means  an  employee  welfare  ben- 
efit plan  providing  medical  care  las  defined 
in  section  213ld)  of  the  Internal  Revenue 
Code  of  1954)  to  participants  or  benefici- 
aries directly  or  through  insurance,  reim- 
bursement, or  otherwise. ". 

19)  Aggregation  rules  for  employer  for 

ERISA.— 

lA)  In  general.— Section  607  of  the  Em- 
ployee Retirement  Income  Security  Act  of 
1974  129  U.S.C.  1167;  100  Stat  231)  U 
amended  by  adding  at  the  end  the  following 
new  paragraph' 

"14)  Employer.— Subsection  In)  Irelating 
to  leased  employees)  and  subsection  It)  Ire- 
lating to  application  of  controlled  group 
rules  to  certain  employee  benefits)  of  section 
414  of  the  Internal  Revenue  Code  of  1986 
shall  apply  for  purposes  of  this  part  in  the 
same  manner  and  to  the  same  extent  as  such 
subsections  apply  for  purposes  of  section  106 
of  such  Code.  Any  regulations  prescribed  by 
the  Secretary  pursuant  to  the  preceding  sen- 
tence shall  be  consistent  and  coextensive 
with  any  regulations  prescribed  for  similar 
purposes  by  the  Secretary  of  the  Treasury  lor 
such  Secretary's  delegate)  under  such  subsec- 
tions. ". 

IB)  Effective  date.— The  amendment 
made  by  subparagraph  lA)  shall  take  effect 
in  the  same  manner  and  to  the  same  extent 
as  the  amendments  made  by  subsections  le) 
and  li)  of  section  1151  of  this  Act 

le)  Effective  Date.— Except  as  otherwise 
provided  in  this  section,  the  amendments 
made  by  this  section  shall  be  effective  as  if 
included  in  the  enactment  of  the  Consolidat- 
ed Omnibus  Budget  Reconciliation  Act  of 
1985. 

SEC.  ISSt  EXTENSION  OF  TIME  FOR  FIUNG  FOR 
credit  or  REFUND  WITH  RESPECT  TO 
certain  changes  involving  INSOL- 
VENT FARMERS. 

Section  13208  of  the  Consolidated  Omni- 
bus Budget  Reconciliation  Act  of  1985  Ire- 
lating to  certain  insolvent  taxpayers  al- 
lowed to  reduce  capital  gains  preference 
item  for  purposes  of  the  individiuU  mini- 
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mum  tax)  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"lO  Statute  of  Limitations.— If  refund  or 
credit  of  any  overpayment  of  tax  resulting 
from  the  application  of  the  amendment 
made  by  subsection  la)  is  prevented  at  any 
time  before  the  close  of  the  date  which  is  1 
year  after  the  date  of  the  enactment  of  this 
Act,  by  the  operation  of  any  law  or  rule  of 
law  lincluding  res  judicata),  refund  or 
credit  of  such  overpayment  I  to  the  extent  at- 
tributable to  the  application  of  such  amend- 
ment) may,  nevertheless,  be  made  or  allowed 
if  claim  therefor  is  filed  on  or  before  the 
close  of  such  1-year  period." 

SEC    IS»7.    CORRECTION   OF  CLERICAL   ERROR   IN 
amendments  TO  COAL  TAX. 

la)  In  General.— Subsection  lb)  of  section 
4121  Irelating  to  excise  tax  on  coal)  is 
amended  by  striking  out  ",  in  the  case  of 
sales  during  any  calendar  year  beginning 
after  December  31,  1985". 

lb)  Effective  Date.— The  amendment 
made  by  subsection  la)  shall  take  effect  as  if 
included  in  the  amendment  made  by  section 
13203  of  the  Consolidated  Omnibus  Budget 
Reconciliation  Act  of  1985. 
CHAPTER  2— AMENDMENTS  RELATED  TO  THE 
RETIREMENT  EQUITY  ACT  OF  1984 

SEC.  /««:  technical  corrections  to  the  re- 

TIREMENT  EQUITY  ACT  OF  ltS4. 

la)  Amendments  Related  to  Sections  102 
AND  202  of  the  Act.— 

ID  Treatment  of  class- year  plans.— 

lA)  Amendment  of  internal  revenue 
code.— Paragraph  14)  of  section  41  lid)  Ire- 
lating to  class-year  plans)  is  amended  to 
read  as  follows: 

"14)  Class-year  plans.— 

"I A)  In  general.— The  requirements  of  sub- 
section Ia)l2)  shall  be  treated  as  satisfied  in 
the  case  of  a  class-year  plan  if  such  plan 
provides  that  100  percent  of  each  employee's 
right  to  or  derived  from  the  contributions  of 
the  employer  on  the  employee's  behalf  with 
respect  to  any  plan  year  is  nonforfeitable 
not  later  than  when  such  participant  was 
performing  services  for  the  employer  as  of 
the  close  of  each  of  5  plan  years  (whether  or 
not  consecutive)  after  the  plan  year  for 
which  the  contributions  were  made. 

"IB)  5-YEAR  BREAK  IN  SERVICE.— For  pur- 
poses of  subparagraph  I  A)  if— 

"li)  any  contributions  are  made  on  behalf 
of  a  participant  with  respect  to  any  plan 
year,  and 

"Hi)  before  such  participant  meets  the  re- 
quirements of  subparagraph  lA),  such  par- 
ticipant was  not  performing  services  for  the 
employer  as  of  the  close  of  each  of  any  5  con- 
secutive plan  years  after  such  plan  year, 
then  the  plan  may  provide  that  the  partici- 
pant forfeits  any  right  to  or  derived  from  the 
contributions  made  with  respect  to  such 
plan  year. 

"lO  Class-year  plan.— For  purposes  of 
this  section,  the  term  'class-year  plan'  means 
a  profit-sharing,  stock  bonus,  or  money  pur- 
chase plan  which  provides  for  the  separate 
nonforfeitability  of  employees'  rights  to  or 
derived  from  the  contributions  for  each  plan 
year. " 

IB)  Amendment  of  erisa.— Paragraph  13)  of 
section  2031c)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  is  amended  to 
read  as  follows: 

"I3)IA)  The  requirements  of  subsection 
Ia)l2)  shall  be  treated  as  satisfied  in  the  case 
of  a  class-year  plan  if  such  plan  provides 
that  100  percent  of  each  employee's  right  to 
or  derived  from  the  contributions  of  the  em- 
ployer on  the  employee's  behalf  with  respect 
to  any  plan  year  is  nonforfeitable  not  later 
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than  when  such  participant  was  performing 
services  for  the  employer  as  of  the  close  of 
each  of  S  plan  years  (whether  or  not  consec- 
utive) after  the  plan  year  for  which  the  con- 
tributions were  made. 

"(B)  For  purposes  of  subparagraph  (A)  if— 

"(i)  any  contributions  are  made  on  behalf 
of  a  participant  vHth  respect  to  any  plan 
year,  and 

"(ii)  before  such  participant  meets  the  re- 
quirements of  subparagraph  (A),  such  par- 
ticipant U)as  not  performing  services  for  the 
employer  as  of  the  close  of  each  of  any  5  con- 
secutive plan  years  after  such  plan  year, 
then  the  plan  may  provide  that  the  partici- 
pant forfeits  any  right  to  or  derived  from  the 
contributions  made  with  respect  to  such 
plan  year. 

"(C)  For  purposes  of  this  part,  the  term 
'class  year  plan'  means  a  profit-sharing, 
stock  bonus,  or  money  purchase  plan  which 
provides  for  the  separate  nonforfeitability  of 
employees'  rights  to  or  derived  from  the  con- 
tributions for  each  plan  year. " 

(C)  Effective  date.— The  amendments 
made  by  this  paragraph  shaU  appiv  to  con- 
tributions made  for  plan  years  beginning 
after  the  date  of  the  enactment  of  this  Act; 
except  that,  in  the  case  of  a  plan  described 
in  section  302(b)  of  the  Retirement  Equity 
Act  of  1984,  such  amendments  shall  not 
apply  to  any  plan  year  to  which  the  amend- 
ments made  by  such  Act  do  not  apply  by 
reason  of  such  section  302(b). 

(2)  Rm.ES  RELATING  TO  LUMP  SUM  TREAT- 
MENT.—SubSCCtiOn  (e)  of  section  402  (relat- 
ing to  tax  on  lump  sum  distributions)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(6)  Treatment  of  potential  future  vest- 

INO.— 

"(A)  In  QENERAU-For  purposes  of  deter- 
mining whether  any  distribution  which  be- 
comes payable  to  the  recipient  on  account  of 
the  employee's  separation  from  service  is  a 
lump  sum  distribution,  the  balance  to  the 
credit  of  the  employee  shall  be  determined 
vnthout  regard  to  any  increase  in  vesting 
which  may  occur  if  the  employee  is  re-em- 
ployed by  the  employer. 

"(B)  Recapture  in  certain  cases.— If— 

"(i)  an  amount  is  treated  as  a  lump  sum 
distribution  by  reason  of  subparagraph  (A), 

"(ii)  special  lump  sum  treatment  applies 
to  such  distribution, 

"(Hi)  the  employee  is  subsequently  re-em- 
ployed by  the  employer;  and 

"(iv)  as  a  result  of  services  performed  after 
being  so  re-employed,  there  is  an  increase  in 
the  employee's  vesting  for  benefits  accrued 
before  the  separation  referred  to  in  subpara- 
graph (A), 

under  regulations  prescribed  by  the  Secre- 
tary, the  tax  imposed  by  this  chapter  for  the 
taxable  year  (in  which  the  increase  in  vest- 
ing first  occurs)  shall  be  increased  by  the  re- 
duction in  tax  which  resulted  from  the  spe- 
cial lump  sum  treatment  (and  any  election 
under  paragraph  (4)(B)  shall  not  be  taken 
into  account  for  purposes  of  determining 
whether  the  employee  may  make  another 
election  under  paragraph  (4)(B)). 

"(C)  Special  lump  sum  treatment.— For 
purposes  of  this  paragraph,  special  lump 
sum  treatment  applies  to  any  distribution  if 
any  portion  of  such  distribution— 

"(i)  is  taxed  under  this  subsection  by 
reason  of  an  election  under  paragraph 
(4)(B).  or 

"(ii)  is  treated  as  long-term  capital  gam 
under  subsection  (a)(2)  of  this  section  or 
section  403(a)(2). 

"(D)  VESTiHO.-For  purposes  of  this  pont- 
grajOi  the  term  "vesting'  means  the  portion 


of  the  accrued  benefits  derived  from  employ- 
er contributions  to  which  the  participant 
has  a  nonforfeitable  right " 

(3)  Rules  relating  to  rollovers.— Para- 
graph (6)  of  section  402(a)  (relating  to  spe- 
cial rollover  rules)  is  amended  by  adding  at 
the  end  thereof  the  following  new  subpara- 
graph: 

"(G)  Treatment  of  potential  future  vest- 
ing.- 

"(i)  In  general.— For  purposes  of  para- 
graph (S),  in  determining  whether  any  por- 
tion of  a  distribution  on  account  of  the  em- 
ployee's separation  from  service  may  be 
transferred  in  a  transfer  to  which  paragraph 
(5)  (A)  applies,  the  balance  to  the  credit  of 
the  employee  shall  be  determined  without 
regard  to  any  increase  in  vesting  which  may 
occur  if  the  employee  is  re-employed  by  the 
employer. 

"(ii)  Treatment  of  subsequent  distribu- 
tions.—If— 

"(I)  any  portion  of  a  distribution  is  trans- 
ferred in  a  transfer  to  which  paragraph 
(S)(A)  applies  by  reason  of  clause  (i), 

"(II)  the  employee  is  subsequently  re-em- 
ployed by  ttie  employer,  and 

"(III)  as  a  result  of  service  performed  after 
being  so  re-employed,  there  is  an  increase  in 
the  employee's  vesting  for  benefits  accrued 
before  the  separation  referred  to  in  clause 

(i), 

then  the  provisions  of  paragraph  (S)(D)(iii) 
shall  apply  to  any  distribution  from  the 
plan  after  the  distribution  referred  to  in 
clause  (i).  The  preceding  sentence  shall  not 
apply  if  the  distribution  referred  to  in  sub- 
clause (I)  is  rt^ide  without  the  consent  of  the 
participant " 

(4)  Treatment  of  withdrawal  of  mandato- 
r  y  contrib  utions.  — 

(A)  Amendments  of  internal  revenue 
code.— 

(i)  Clause  (ii)  of  section  411(a)(3)(D)  is 
amended  by  striking  out  the  last  sentence 
and  inserting  in  lieu  thereof  the  following: 
"The  plan  provision  required  under  this 
clause  may  provide  that  such  repayment 
must  be  made  (I)  in  the  case  of  a  withdrawal 
on  account  of  separation  from  service, 
before  the  earlier  of  5  years  after  the  first 
date  on  which  the  participant  is  subsequent- 
ly re-employed  by  the  employer,  or  the  close 
of  the  first  period  of  5  consecutive  1-year 
breaks  in  service  commencing  after  the 
withdrawal;  or  (II)  in  the  case  of  any  other 
withdrawal,  5  yeors  after  the  date  of  the 
withdrawal " 

(ii)  Subparagraph  (C)  of  section  411(a)(7) 
is  amended  by  striking  out  the  last  sentence 
and  inserting  in  lieu  thereof  the  foUotoing: 
"The  plan  provision  required  under  this  sub- 
paragraph may  provide  that  such  repay- 
ment must  be  made  (I)  in  the  case  of  a  with- 
draioal  on  account  of  separation  from  serv- 
ice, before  the  earlier  of  5  years  after  the 
first  date  on  which  the  participant  is  subse- 
quently re-employed  by  the  employer,  or  the 
close  of  the  first  period  of  5  consecutive  1- 
year  breaks  in  service  commencing  after  the 
withdrawal;  or  (II)  in  the  case  of  any  other 
withdrawal,  5  years  after  the  date  of  the 
withdrawal " 
(B)  Amendments  of erisa.— 
(i)  Clause  (ii)  of  section  203(a)(3)(D)  of 
the  Employee  Retirement  Income  Security 
Act  of  1974  is  amended  by  striking  out  the 
last  sentence  and  inserting  in  lieu  thereof 
the  following:  "The  plan  provision  required 
under  this  clause  may  provide  that  such  re- 
payment must  be  made  (I)  in  the  case  of  a 
withdrau>al  on  account  of  separation  from 
service,  before  the  earlier  of  5  years  after  the 
first  date  on  which  the  participant  is  subse- 


quently re-employed  by  the  employer,  or  the 
close  of  the  first  period  of  S  consecutive  1- 
year  breaks  in  service  commencing  after  the 
withdrawal;  or  (II)  in  the  case  of  any  other 
withdrawal  S  years  after  the  date  of  the 
withdrawal " 

(ii)  Subsection  (e)  of  section  204  of  the 
Employee  Retirement  Income  Security  Act 
of  1974  is  amended  by  striking  out  the  last 
sentence  and  inserting  in  lieu  thereof  the 
following: 

"The  plan  provision  required  under  this  sub- 
section may  provide  that  such  repayment 
must  be  rruide  (A)  in  the  case  of  a  withdraw- 
al on  account  of  separation  from  service, 
before  the  earlier  of  5  years  after  the  first 
date  on  which  the  participant  is  subsequent- 
ly re-employed  by  the  employer,  or  the  close 
of  the  first  period  of  5  consecutive  1-year 
breaks  in  service  commencing  after  the 
withdrawal  or  (B)  in  the  case  of  any  other 
withdrawal  5  yeors  after  the  date  of  the 
withdrawal " 

(S)  Participation  requirements  under  sim- 
plified EMPLOYEE  pensions.— Effective  with 
respect  to  plan  years  beginning  after  the 
date  of  the  enactment  of  this  Act,  subpara- 
graph (A)  of  section  408(k)(2)  (relating  to 
particijHition  requirements)  is  amended  by 
striking  out  "age  2S"  and  inserting  in  lieu 
thereof  "age  21 ". 

(b)  Amendments  Related  to  Sections  103 

AND  203  OF  THE  ACT.— 

(1)  CLARinCATION  OF  QUAUFIED  PRERETIRE- 
MENT SURVIVOR  ANNUITY  IN  CASE  OF  TERMINAT- 
ED VESTED  PARTICIPANT.— 

(A)  Amendment  of  internal  revenue 
CODE.— Paragraph  (1)  of  section  417(c)  (de- 
fining qualified  preretirement  survivor  an- 
nuity) is  amended  by  adding  at  the  end 
thereof  the  foUowing  new  sentence: 

"In  the  case  of  an  individual  who  separated 
from  service  before  the  date  of  such  individ- 
ual's death  subparagraph  (A)(ii)(I)  shall  not 
apply." 

(B)  Amendment  of  erisa.— Paragraph  (1)  of 
section  205(e)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  (defining  quali- 
fied preretirement  survivor  annuity)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence: 

"In  the  case  of  an  individual  who  separated 
from  service  before  the  date  of  such  individ- 
ual's death  subparagraph  (A)(ii)(I)  shall  not 
apply. " 

(2)  Clarification    of    transferee    plan 

RULES.— 

(A)  Amendments  of  internal  revenue 
code.— 

(i)  Subclause  (III)  of  section 
401(a)(ll)(B)(iii)  (relating  to  plans  to  which 
requirements  of  joint  and  survivor  annuity 
and  preretirement  survivor  annuity  apply) 
is  amended  by  striking  out  "indirect  traru- 
feree"  and  inserting  in  lieu  thereof  "indirect 
transferee  (in  a  transfer  after  December  31, 
1984)". 

(ii)  Subparagraph  (B)  of  section 
401(a)(ll)  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence: 
"Clause  (Hi)  (II I)  shall  apply  only  with  re- 
spect to  the  transferred  assets  (and  income 
therefrom)  if  the  plan  separately  accounts^ 
for  such  assets  and  ony  income  therefrom. " 

(B)  Amendments  of  erisa.— 

(i)  Clause  (Hi)  of  section  205(b)(1)(C)  of 
the  Employee  Retirement  Income  Security 
Act  of  1974  is  amended  by  striking  out  "a 
transferee"  and  inserting  in  lieu  thereof  "a 
direct  or  indirect  transferee  (in  a  transfer 
after  December  31, 1984)". 

(ii)  Paragraph  (1)  of  section  20S(b)  of  such 
Act  is  amended  by  adding  at  the  end  thereof 
the  foUotoing  new  sentence: 
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"Clause  (iW  of  subparagraph  (C)  shaU 
apply  only  with  respect  to  the  transferred 
assets  (and  income  therefrom?  if  the  plan 
separately  accounts  for  such  assets  arut  any 
income  thertfrojn." 

(3)  CuuuncATtoN  or  coordination  between 

QVAUnSD  JOINT  AND  SURVIVOR  ANNUITY  AND 
QUAUnSD  rRERrrTREMENT  SURVIVOR  ANNU- 
ITY.— 

<A>  Amendment  or  internal  revenue 
CODE.— Clause  fiJ  of  section  401<a)(ll)<A)  is 
amended  by  striking  out  "vho  retires  under 
the  plan"  and  inserting  in  lieu  thereof  "who 
does  not  die  before  the  annuity  starting 
daU". 

<B)  Amendment  or  erisa.— Paragraph  (1)  of 
section  20S(aJ  of  the  Employee  Retirement 
Income  Security  Act  of  1974  is  amended  by 
striking  out  "who  retires  under  the  plan" 
and  inserting  in  lieu  thereof  "who  does  not 
die  before  the  annuity  starting  date". 

(4)  Requirement  or  spousal  consent  roR 
usma  PLAN  assets  as  security  roR  loans.— 

(A)    Amendments    or    internal    revenue 

CODE— 

(if  Subparagraph  (BJ  of  section  417(aJfV 
is  amended  by  striking  out  "paragraphs  (2J 
and  (3)"  and  inserting  in  lieu  thereof  "para- 
graphs (2),  (3).  and  (4)". 

(ii)  Subsection  (a)  of  section  417  is  amend- 
ed by  redesignating  paragraphs  (4)  and  (S) 
as  paragraphs  (S)  and  (6),  respectively,  and 
fry  inserting  after  paragraph  (3)  the  follow- 
ing neio  paragraph: 

"(4/  Requiresient  or  spousal  consent  roR 
usiNO  plan  assets  as  SBCURrrY  for  loans.— 
Each  plan  shall  provide  that,  if  section 
401(a}(llt  applies  to  a  participant  when 
part  or  all  of  the  participant's  accrued  bene- 
fit is  to  be  used  as  security  for  a  loan,  no 
portion  of  the  participant's  accrued  benefit 
may  be  used  as  security  for  such  loan 
unless— 

"(A)  the  spouse  of  the  participant  (if  any) 
consents  in  writing  to  such  use  during  the 
90-day  period  ending  on  the  date  on  which 
the  loan  is  to  be  so  secured,  and 

"(BJ  requirements  comparable  to  the  re- 
guirements  of  paragraph  (2)  are  met  with  re- 
spect to  such  consent " 

(iiiJ  Subsection  (f)  of  section  417  is 
amended  by  redesignating  paragraph  (SJ  as 
paragraph  (6)  and  by  inserting  after  para- 
graph (4)  the  following  new  paragraph: 

"(SJ  Distributions  by  reason  or  securtty 
interests.— If  the  use  of  any  participant's 
accrued  benefit  (or  any  portion  thereof  J  as 
security  for  a  loan  meets  the  requirements  of 
subsection  (aJ(4J,  nothing  in  this  section  or 
section  411(aJ(llJ  shall  prevent  any  distri- 
bution required  by  reason  of  a  failure  to 
comply  with  the  terms  of  such  loan. " 

(BJ  Amendment  or  erisa.— 

(iJ  Subparagraph  (BJ  of  section  20S(cJ(lJ 
Of  the  Employee  Retirement  Income  Security 
Act  of  1974  is  amended  by  striking  out 
"paragraphs  (2 J  and  (3 J"  and  inserting  in 
lieu  thereof  "paragraphs  (2 J,  (3 J.  and  (4 J". 

(ii)  Subsection  (cJ  of  section  205  of  such 
Act  is  amended  by  redesignatirig  paragraphs 
(4),  (SJ.  and  (6J  as  paragraphs  (SJ,  (6J,  and 
(7),  respectively,  and  by  inserting  after  para- 
graph (3)  the  following  new  paragraph: 

"(4J  Each  plan  shall  provide  that,  if  this 
section  applies  to  a  participant  when  part 
or  aU  of  the  participant's  accrued  benefit  is 
to  be  used  as  security  for  a  loan,  no  portion 
of  the  participant's  accrued  benefit  may  be 
used  as  security  for  such  loan  unless— 

"(AJ  the  spouse  of  the  participant  (if  any  J 
consents  in  writing  to  such  use  during  the 
90-day  period  ending  on  the  date  on  which 
the  loan  is  to  be  so  secured,  and 


"(BJ  requirements  comparable  to  the  re- 
quirements of  paragraph  (2 J  are  met  with  re- 
spect to  such  consent " 

(iiiJ  Section  205  of  such  Act  is  amended  by 
redesignating  subsection  (jj  as  subsection 
(kJ  and  by  inserting  after  subsection  (iJ  the 
following  new  subsection: 

"(jJ  If  the  use  of  any  participant's  accrued 
benefit  (or  any  portion  thereof  J  as  security 
for  a  loan  meets  the  requirements  of  subsec- 
tion (cJ(4J,  nothing  in  this  section  shall  pre- 
vent any  distribution  required  by  reason  of 
a  failure  to  comply  with  the  terms  of  such 
loan." 

(CJ  ErrECTivE  dates.— 

(iJ  The  amendments  made  by  this  para- 
graph shall  apply  with  respect  to  loans  made 
after  August  IS.  1985. 

(iiJ  In  the  case  of  any  loan  which  was 
made  on  or  before  August  18,  1985,  and 
which  is  secured  by  a  portion  off  the  partici- 
pant's accrued  benefit  nothing  in  the 
amendments  made  by  sections  103  and  203 
of  the  Retirement  Equity  Act  of  1984  shall 
prevent  any  distribution  required  by  reason 
of  a  failure  to  comply  with  the  terms  of  such 
loan. 

(iiiJ  For  purposes  of  this  subparagraph, 
any  loan  which  is  revised,  extended,  re- 
newed, or  renegotiated  after  August  18,  1985, 
shall  be  treated  as  made  after  August  18, 
1985. 

(SJ  CiMuncATioN  or  notice  requirement 

rOR    INDIVIDUALS    WHO    BECOME    PARTICIPANTS 
APTER  AOE  35,  ETC.— 

(AJ  Amendment  or  internal  revenue 
CODE.— Subparagraph  (BJ  of  section 
417(aJ(3J  (relating  to  plan  to  provide  writ- 
ten explanationsJ  is  amended  to  read  as  fol- 
lows: 

"(BJ  Explanation  or  quaueied  preretire- 
ment SUR  VIVOR  ANNXJTTY.  — 

"(iJ  In  general.— Each  plan  shall  provide 
to  each  participant,  within  the  applicable 
period  with  respect  to  such  participant  (and 
consistent  with  such  regulations  as  the  Sec- 
retary may  prescribeJ,  a  written  explanation 
unth  respect  to  the  qualified  preretirement 
survivor  annuity  comparable  to  that  re- 
quired under  subparagraph  (AJ. 

"(iiJ  Appucable  period.— For  purposes  of 
clause  a  J,  the  term  'applicable  period' 
means,  with  respect  to  a  participant,  which- 
ever of  the  following  periods  ends  last 

"(IJ  The  period  beginning  with  the  first 
day  of  the  plan  year  in  which  the  partici- 
pant attains  age  32  and  ending  with  the 
close  of  the  plan  year  preceding  the  plan 
year  in  which  the  participant  attains  age 
35. 

"(IIJ  A  reasonable  period  after  the  individ- 
ual becomes  a  participant 

"(IIIJ  A  reasonable  period  ending  after 
paragraph  (SJ  ceases  to  apply  to  the  partici- 
pant 

"(IV J  A  reasonable  period  ending  after  sec- 
tion 401(aJ(llJ  applies  to  the  participant 

"(VJ  A  reasonable  period  after  separation 
from  service  in  case  of  a  participant  who 
separates  before  attaining  age  35. " 

(BJ  Amendment  or  erisa.— Subparagraph 
(BJ  of  section  205(cJ(3J  of  the  Employee  Re- 
tirement Income  Security  Act  of  1974  is 
amended  to  read  as  follows: 

"(BJdJ  Each  plan  shall  provide  to  each 
participant  within  the  applicable  period 
with  respect  to  such  participant  (and  con- 
sistent with  such  regulations  as  the  Secre- 
tary may  prescribeJ,  a  written  explanation 
with  respect  to  the  qualified  preretirement 
survivor  annuity  comparable  to  that  re- 
quired under  subparagraph  (AJ. 

"(iiJ  For  purposes  of  clause  (iJ,  the  term 
'applicable  period'  means,  with  respect  to  a 
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participant,  whichever  of  the  following  peri- 
ods ends  last- 

"(IJ  The  period  beginning  with  the  first 
day  of  the  plan  year  in  which  the  partici- 
pant attains  age  32  and  ending  with  the 
close  of  the  plan  year  preceding  the  plan 
year  in  which  the  jHirticipant  attains  age 
35. 

"(IIJ  A  reasonable  period  after  the  individ- 
ual becomes  a  participant 

"(IIIJ  A  reasonable  period  ending  after 
paragraph  (SJ  ceases  to  apply  to  the  partici- 
pant 

"(IVJ  A  reasonable  period  ending  after  sec- 
tion 401(aJ(llJ  applies  to  the  participant 

"(VJ  A  reasonable  period  after  separation 
from  service  in  case  of  a  participant  who 
separates  before  attaining  age  35. " 

(6J  Spousal  coifSENT  roR  chanoes  in  desio- 
nations.— 

(AJ  Amendment  or  internal  revenue 
CODE.— Subparagraph  (AJ  of  section 
417(aJ(2J  (relating  to  requirement  that 
spouse  consent  to  electionJ  is  amended  to 
read  as  follows: 

"(AJdJ  the  spouse  of  the  participant  con- 
sents in  writing  to  such  election,  (iiJ  such 
election  designates  a  beneficiary  (or  a  form 
of  benefitsJ  which  may  not  be  changed  with- 
out spousal  consent  (or  the  consent  of  the 
spouse  expressly  permits  designations  by  the 
participant  vnthout  any  requirement  of  fur- 
ther consent  by  the  spouseJ,  and  (iiiJ  the 
spouse's  consent  acknowledges  the  effect  of 
such  election  and  is  witnessed  by  a  plan  rep- 
resentative or  a  notary  public,  or". 

(BJ  Amendment  or  erisa.— Subparagraph 
(AJ  of  section  205(cJ(2J  of  the  Employee  Re- 
tirement Income  Security  Act  of  1974  is 
amended  to  read  as  follows: 

"(AJdJ  the  spouse  of  the  participant  con- 
sents in  writing  to  such  election,  (iiJ  such 
election  designates  a  beneficiary  (or  a  form 
of  benefitsJ  which  may'^not  be  changed  with- 
out spousal  consent  (or  the  consent  of  the 
spouse  expressly  permits  designations  by  the 
participant  vnthout  any  requirement  of  fur- 
ther consent  by  the  spouseJ.  and  (iiiJ  the 
spouse's  consent  acknowledges  the  effect  of 
such  election  and  is  vritnessed  by  a  plan  rep- 
resentative or  a  notary  public,  or". 

(CJ  ErrEcnvE  date.— The  amendments 
made  by  this  paragraph  shaU  apply  to  plan 
years  beginning  after  the  date  of  the  enact- 
ment of  this  Act 

(7J  CLARinCATION  Or  NONrORrEFTABLE  AC- 
CRUED BENEriT.- 

(AJ  Amendment  or  internal  revenue 
CODE.— Subclause  (IJ  of  section 
401(aJ(llJ(BJ(iiiJ  is  amended  by  striking  out 
"the  participant's  nonforfeitable  accrued 
benefit"  and  iTiserting  in  lieu  thereof  "the 
participant's  nonforfeitable  accrued  benefit 
(reduced  by  any  security  interest  held  by  the 
plan  by  reason  of  a  loan  outstanding  to  such 
participant  J". 

(BJ  Amendment  or  erisa.— Subparagraph 
(CJ  of  section  205(bJ(lJ  of  the  Employee  Re- 
tirement Income  Security  Act  of  1974  is 
amended  by  striking  out  "the  participant's 
nonforfeitable  accrued  benefit"  and  insert- 
ing in  lieu  thereof  "the  participant's  nonfor- 
feitable accrued  benefit  (reduced  by  any  se- 
curity interest  held  by  the  plan  by  reason  of 
a  loan  outstanding  to  such  participant  J". 

(8 J  CiARincATiON  or  oEriNmoN  or  vested 

PARTICIPANT.— 

(AJ  Amendment  or  interhal  revenue 
CODE— Paragraph  (IJ  of  section  417(fJ  (de- 
fining vested  participantJ  is  amended  Ity 
striking  out  "the  accrued  benefit  derived 
from  employer  contributions"  and  inserting 
in  lieu  thereof  "such  participant's  accrued 
benefit". 
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(B)  Amsndmsnt  or  sjusa.— Paragraph  (It  of 
section  205(h)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  is  amended  by 
striking  out  "the  accrued  benefit  derived 
from  employer  contributions"  and  inserting 
in  lieu  thereof  "such  participant's  accrued 
benefit". 

(9)  Clarification  of  qualified  preretire- 

MONT SintVIVOR  ANNUITY.— 

(A)  Amendments  of  internal  revenue 
code.— 

(i)  Paragraph  (2)  of  section  417(c)  (defin- 
ing qualified  preretirement  survivor  annu- 
ity) is  amended  by  striking  out  "the  account 
balance  of  the  participant  as  of  the  date  of 
death"  and  inserting  in  lieu  thereof  "the 
portion  of  the  account  balance  of  the  partic- 
ipant (as  of  the  date  of  death)  to  which  the 
participant  had  a  nonforfeitable  right 
(within  the  meaning  of  section  411(a))". 

(ii)  Subsection  (c)  of  section  417  (defining 
qualified  preretirement  survivor  annuity)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(3)  Security  interests  taken  into  ac- 
count.—For  purposes  of  paragraphs  (1)  and 
(2).  any  security  interest  held  by  the  plan  by 
reason  of  a  loan  outstanding  to  the  partici- 
pant shall  be  taken  into  account  in  deter- 
mining the  amount  of  the  qualified  prere- 
tirement survivor  annuity. " 

(B)  Amendments  of  erisa.— 

(i)  Paragraph  (2)  of  section  205(e)  of  the 
Employee  Retirement  Income  Security  Act 
of  1974  is  amended  by  striking  out  "the  ac- 
count balance  of  the  participant  as  of  the 
date  of  death"  and  inserting  in  lieu  thereof 
"the  portion  of  the  account  balance  of  the 
participant  (as  of  the  date  of  death)  to 
which  the  participant  had  a  nonforfeitable 
accrued  benefit". 

(ii)  Subsection  (e)  of  section  205  of  the 
Employee  Retirement  Income  Security  Act 
of  1974  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(3)  For  purposes  of  paragraphs  (1)  and 
(2),  any  security  interest  held  by  the  plan  by 
reason  of  a  loan  outstanding  to  the  partici- 
pant shall  be  taken  into  account  in  deter- 
mining the  amount  of  the  qiMlified  prere- 
tirement survivor  annuity. " 

(10)  Clarification  of  requirements  for 
spousal  consent.— 

(A)  Amendment  of  internal  revenue 
CODE.— Subsection  (f)  of  section  417  (as 
amended  by  paragraph  (4))  is  amended  by 
redesignating  paragraph  (6)  as  paragraph 
(7)  and  by  inserting  after  paragraph  (5)  the 
following  new  paragraph: 

"(6)  Requirements  for  certain  spousal 
CONSENTS.— No  consent  of  a  spouse  shall  be 
effective  for  purposes  of  subsection  (e)(1)  or 
(e)(2)  (as  the  case  may  be)  unless  require- 
ments comparable  to  the  requirements  for 
spousal  consent  to  an  election  under  subsec- 
tion (a)(1)(A)  are  met" 

(B)  Amendment  to  ERtsA.—Section  205  of 
the  Employee  Retirement  Income  Security 
Act  of  1974  (as  amended  by  paragraph  (4))  is 
amended  by  redesignating  subsection  (k)  as 
subsection  (I)  and  by  inserting  after  subsec- 
tion (j)  the  folloiDing  new  subsection- 

"(k)  No  consent  of  a  spouse  shall  be  effec- 
tive for  purposes  of  subsection  (g)(1)  or 
(g)(2)  (as  the  case  may  be)  unless  require- 
ments comparable  to  the  requirements  for 
spousal  consent  to  an  election  under  subsec- 
tion (c)(1)(A)  are  met " 

(11)  Clarification  of  rule  for  subsidized 

PLANS.— 

(A)  Amendment  of  internal  revenue 
code.— Subparagraph  (A)  of  section 
417(a)(S)  (as  redesignated  by  paragraph 
(4/(A))  is  amended  by  striking  out  "if  the 


plan"  and  inserting  in  lieu  thereof  "if  such 
benefit  may  not  be  waived  (or  another  bene- 
ficiary selected)  and  if  the  plan". 

(B)  Amendment  to  erisa.— Subparagraph 
(A)  of  section  205(c)(5)  of  the  Employee  Re- 
tirement Income  Security  Act  of  1974  (as  re- 
designated by  paragraph  (4)(B))  is  amended 
by  striking  out  "if  the  plan"  and  inserting 
in  lieu  thereof  "if  such  benefit  may  not  be 
waived  (or  another  beneficiary  selected)  and 
if  the  plan". 

(12)   Clarification  of  annuity  starting 

DATE.— 

(A)  Amendment  of  internal  revenue 
CODE.— Paragraph  (2)  of  section  417(f)  (de- 
fining annuity  starting  date)  is  amerided  to 
read  as  follows: 

"(2)  Annuity  starting  date.— 

"(A)  In  general.— The  term  'annuity  start- 
ing date'  means— 

"(i)  the  first  day  of  the  first  period  for 
which  an  amount  is  payable  as  an  annuity, 
or 

"(ii)  in  the  case  of  a  benefit  not  payable  in 
the  form  of  an  annuity,  the  first  day  on 
which  all  events  have  occurred  which  entitle 
the  participant  to  such  benefit 

"(B)  Special  rule  for  disability  bene- 
fits.—For  purposes  of  subparagraph  (A),  the 
first  day  of  the  first  period  for  which  a  bene- 
fit is  to  t>e  received  by  reason  of  disability 
sluUl  be  treated  as  the  annuity  starting  dale 
only  if  such  benefit  is  not  an  auxiliary  bene- 
fit" 

(B)  Amendment  to  erisa.— Paragraph  (2)  of 
section  205  (h)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  is  amended  to 
read  as  follows: 

"(2)(A)  The  term  'annuity  starting  date' 
means— 

"(i)  the  first  day  of  the  first  period  for 
which  an  amount  is  payable  as  an  annuity, 
or 

"(ii)  in  the  case  of  a  benefit  not  payable  in 
the  form  of  an  annuity,  the  first  day  on 
which  all  events  have  occurred  which  entitle 
the  participant  to  such  benefit 

"(B)  For  purposes  of  subparagraph  'A),  the 
first  day  of  the  first  period  for  which  a  bene- 
fit is  to  be  received  by  reason  of  disability 
stiall  be  treated  as  the  annuity  starting  date 
only  if  such  benefit  is  not  an  aiailiary  bene- 
fit" 

(13)  Clarification  of  plans  to  which  re- 
Q  uirements  appl  y.  — 

(A)  AMENDMENT      TO      INTERNAL      REVENUE 

CODE.— Subclause  (I)  of  section 
401(a)(ll)(B)(iii)  is  amended  by  striking  out 
"section  417(a)(2)(A)"  and  inserting  in  lieu 
thereof  "section  417(aK2)". 

(B)  Amendment  to  erisa.— Clause  (i)  of  sec- 
tion 205(b)(1)(C)  of  the  Employee  Retire- 
ment Income  Security  Act  of  1974  is  amend- 
ed by  striking  out  "subsection  (c)(2)(A)"  and 
inserting  in  lieu  Oiereof  "subsection  (c)(2)". 

(14)  Certain  plans  do  not  need  to  provide 
certain  survivor  benefits.- 

(A)  Amendment  to  internal  revenue 
CODE.— Paragraph  (11)  of  section  401(a)  is 
amended  by  redesignating  subparagraph  (D) 
as  subparagraph  (E)  and  by  inserting  after 
subparagraph  (C)  the  following  new  »tt6- 
paragraph: 

"(D)  Special  rule  where  participant  and 
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shall  not  be  treated  as  failing  to  meet  the  re- 
quirements of  subparagraphs  (B)(iii)  or  (C) 
merely  because  the  plan  provides  that  bene- 
fits uHll  not  t>e  payable  to  the  surviving 
spouse  of  the  participant  unless  the  partici- 
pant and  such  spouse  had  been  married 
throughout  the  1-year  period  ending  on  the 
earlier  of  the  participant's  annuity  starting 
date  or  the  date  of  the  participant's  death  " 


(B)  Amendment  to  erisa.— Section  205(b) 
of  the  Employee  Retirement  Income  Security 
Act  of  1974  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(3)  A  plan  shall  not  be  treated  as  failing 
to  meet  tiie  requirements  of  paragraph 
(IXC)  or  (2)  merely  because  Vie  plan  pro- 
vides that  benefits  will  not  be  payable  to  the 
surviving  spouse  of  the  participant  unless 
the  participant  and  such  spouse  had  been 
married  throughout  the  1-year  period  ending 
on  the  earlier  of  the  participant's  annuity 
starting  date  or  the  date  of  the  participant's 
death." 

(IS)  Clerical  amendmients.— 

(A)  Paragraph  (1)  of  section  417(a)  is 
amended  by  strHcing  out  "section  401(a)(ii)" 
and  inserting  in  lieu  thereof  "section 
401(a)(ll)". 

(B)  Paragraph  (1)  of  section  417(c)  is 
amended  by  striking  out  "survivor  annuity 
or  the  life  of  in  the  matter  preceding  sub- 
paragraph (A)  and  inserting  in  lieu  thereof 
"survivor  annuity  for  the  life  of. 

(C)  Subparagraph  (B)  of  section  415(b)(2) 
is  amended  by  striking  out  "as  defined  in 
section  401(at(ll)(G)(iii)"  and  inserting  in 
lieu  thereof  "as  defined  in  section  41 7". 

(c)  Amendments  Related  to  Sections  104 
AND  204  OF  the  Act.— 

(1)  Treatment  of  qualified  domestic  rela- 
tions ORDERS  for  individuals  OTHER  THAN 
SPOUSE  OR  FORMER  SPOUSE.— 

(A)  In  general.— Paragraph  (9)  of  section 
402(a)  (relating  to  alternate  payee  under 
qualified  domestic  relations  order  treated  as 
distributee)  is  amended  by  striking  out  "the 
alternate  payee  shall  be  treated"  and  insert- 
ing in  lieu  thereof  "any  alternate  payee  who 
is  the  spouse  or  former  spouse  of  the  partici- 
pant shall  be  treated". 

(B)  Conforming  amendment.— Section 
72(m)(10)  (relating  to  determination  of  in- 
vestment in  ttie  contract  in  the  case  of  quali- 
fied domestic  relations  orders)  is  amended 
by  inserting  "who  is  the  sjMuse  or  former 
spouse  of  the  participant"  after  "alternate 
payee". 

(C)  Effective  date.— The  amendments 
made  by  this  paragraph  shall  apply  to  pay- 
ments made  after  the  date  of  the  enactment 
of  this  Act 

(2)  Procedures  for  period  during  which 
determination  is  being  made.— 

(a)  amendments  of  the  internal  revenue 

CODE.— 

(i)  Subparagraph  (A)  of  section  414(p)(7) 
(relating  to  procedures  for  period  during 
which  determination  is  being  made)  is 
amended  by  striking  out  "shaU  segregaU  in 
a  separate  account  in  the  plan  or  in  an 
escrow  account  the  amounts"  and  inserting 
in  lieu  thereof  "shall  separately  account  for 
the  amounts  (hereinafter  in  this  paragraph 
referred  to  as  the  'segregated  amounts')". 

(ii)  Subparagraph  (B)  of  section  414(p)(7) 
(relating  to  payment  to  alternate  payee  if 
order  is  determined  to  be  qualified  domestic 
relations  order)  is  amended— 

(I)  by  striking  out  "18  months"  and  insert- 
ing in  lieu  thereof  "the  18-month  period  de- 
scribed in  subparagraph  (E)",  and 

(II)  by  striking  out  "plus  any  interest" 
and  inserting  in  lieu  thereof  "including  any 
interest". 

(Hi)  Subparagraph  (C)  of  section  414(p)(7) 
is  amended^ 

(I)  by  striking  out  "18  months"  and  insert- 
ing in  lieu  thereof  "the  18-month  period  de- 
scribed in  subparagraph  (E)",  and 

(II)  by  striking  out  "plus  any  interest" 
and  inserting  in  lieu  thereof  "including  any 
interest". 
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<iv)  Subparagraph  <D)  of  section  414(p)n> 
it  amended  by  striking  out  "the  18-month 
period"  and  inserting  in  lieu  thereof  "the  18- 
month  period  descrH>ed  in  sultparagraph 
(£/". 

(V)  Paragraph  <7)  of  section  414(p)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  si^tparagraph' 

"(EJ  Dktsrmination  of  is-montk  period.— 
For  purposes  of  this  paragraph,  the  18- 
month  period  described  in  this  sultpara- 
graph  is  the  18-month  period  beginning  with 
the  date  on  which  the  first  payment  would 
be  required  to  be  rruide  under  the  domestic 
relations  order. " 

(B)  AttEMDMENTS  OF  ERISA.  — 

(i)  Clause  HJ  of  section  206ldH3)fH>  of  the 
Employee  Retirement  Income  Security  Act 
of  1974  is  amended  by  striking  out  "shall 
segregate  in  a  separate  account  in  the  plan 
or  in  an  escrow  account  the  amounts"  and 
inserting  in  lieu  thereof  "shall  separately  ac- 
count for  the  amounts  (hereinafter  in  this 
subparagraph  referred  to  as  the  'segregated 
amounts' J". 

(iiJ  Clause  Hi)  of  section  206<d)<3)(Ht  of 
such  Act  is  amended— 

(If  by  striking  out  "18  months"  and  insert- 
ing in  lieu  thereof  "the  18-month  period  de- 
scribed in  clause  (v)",  and 

(II)  by  striking  out  "plus  any  interest" 
and  inserting  in  lieu  thereof  "including  any 
interest". 

(iiiJ  Clause  (Hi)  of  section  206(d)(3)(H)  of 
such  Act  is  amended— 

(I)  by  striking  out  "18  months"  and  insert- 
ing in  lieu  thereof  "the  18-month  period  de- 
scribed in  clause  (v)",  and 

(II)  by  striking  out  "plus  any  interest" 
and  inserting  in  lieu  thereof  "including  any 
interest". 

(iv)  Clause  (iv)  of  section  206(d)(3)(H)  of 
such  Act  is  amended  by  striking  out  "the  18- 
month  period"  and  inserting  in  lieu  thereof 
"the  18-month  period  described  in  clause 

(V)". 

(V)  SubparagrajOi  (H)  of  section  206(d)(3) 
of  such  Act  is  amended  by  adding  at  the  end 
thereof  the  following  new  clause: 

"(v)  For  purposes  of  this  subparagraph, 
the  18-month  period  described  in  this  clause 
is  the  18-month  period  beginning  with  the 
date  on  which  the  first  payment  would  be  re- 
quired to  be  made  under  the  domestic  rela- 
tions order. " 

(3)  Coordination  with  quaufied  plan  re- 
quirements.—Section  401  is  amended  by  re- 
designating the  subsection  relating  to  cross 
references  as  subsection  (n)  and  by  inserting 
after  sultsection  (I)  the  following  new  subsec- 
tion: 

"(m)  Coordination  With  Qualified  Domes- 
tic Relations  Orders.— The  Secretary  shall 
prescribe  such  rules  or  regulations  as  may  be 
necessary  to  coordinate  the  re<iuirements  of 
subsection  (a)(13)(B)  and  section  414(p) 
(and  the  regulations  issued  by  the  Secretary 
of  Labor  thereunder)  with  the  other  provi- 
sions of  this  chapter. " 

(4)  Clarification  of  appucation  of  domes- 
tic relation  provisions.— 

(A)  Amendment  of  internal  revenxje 
code.— Subsection  (p)  of  section  414  is 
amended  by  redesignating  paragraph  (9)  as 
paragraph  (11)  and  by  inserting  after  para- 
graph (8)  the  following  new  paragraph- 

"(9)  SVBSECTJON  NOT  TO  APPLY  TO  PLANS  TO 
WHICH   SECTION   4$t<aMt»)    DOES    NOT  APPLY.— 

This  subsection  shall  not  apply  to  any  plan 
to  which  section  401(a)(13)  does  not  apply. " 

(B)  Ammmdmknt  of  ERISA.— Paragraph  (3)  of 
section  209(d)  of  the  Employee  Retirement 
Income  SecurUy  Act  of  1974  is  amended  by 
redetignoHnQ  ttUvaragmph  (L)  as  subpara- 


graph (N)  and  by  inserting  after  subpara- 
graph (K)  the  following  new  subparagraph' 

"(L)  This  paragraph  shall  not  apply  to 
any  plan  to  which  paragraph  (1)  does  not 
apply. " 

(5)  Benefit  payments  made  in  accordance 
with  qvaufied  domestic  relations  orders 
not  treated  as  garnishments  for  purposes 
OF  consumer  credit  protection  act.— Para- 
graph (3)  of  section  206(d)  of  the  Employee 
Retirement  Income  Security  Act  of  1974  (as 
amended  by  paragraph  (4)(B))  is  further 
amended  by  inserting  after  subparagraph 
(L)  the  following  new  subparagraph- 

"(M)  Payment  of  benefits  by  a  pension 
plan  in  accordance  trith  the  applicable  re- 
quirements of  a  qualified  domestic  relations 
order  shaU  not  be  treated  as  garnishment  for 
PMrposes  of  section  303(a)  of  the  Consumer 
Credit  Protection  Act ". 

(6)  Treatment  of  certain  spouses.— 

(A)  Amendment  of  the  internal  revenue 
CODE.-Suttparagraph  (A)  of  section 
414(p)(S)  (relating  to  treatment  of  former 
spouse  as  surviving  spouse  for  purposes  of 
determining  survivor  benefits)  is  amended 
by  striking  out  "sections  401(a)(ll)  and 
417"  and  inserting  in  lieu  thereof  "sections 
401(a)(ll)  and  417  (and  any  spouse  of  the 
participant  shall  not  be  treated  as  a  spouse 
of  the  participant  for  such  purposes)". 

(B)  Amendment  of  erisa.— Clause  (i)  of  sec- 
tion 206(d)(3)(F)  of  the  Employee  Retire- 
ment Income  Security  Act  of  1974  is  amend- 
ed by  striking  out  "section  205"  and  insert- 
ing in  lieu  thereof  "section  205  (and  any 
spouse  of  the  participant  shall  not  be  trtat- 
ed  as  a  spouse  of  the  participant  for  such 
purposes)". 

(7)  Clerical  amendments.— 

(A)    Amendments    of    internal    revenue 

CODE.— 

(i)  Subparagraph  (F)  of  section  402(a)(6) 
is  amended  63/  striking  out  "paragraph 
(5)(A)"  and  inserting  in  lieu  thereof  "para- 
graph (5)". 

(ii)  Clause  (i)  of  section  414(p)(l)(B)  is 
amended  by  strHcing  out  "to  a  spouse, "  and 
inserting  in  lieu  thereof  "to  a  spouse,  former 
spouse, ". 

(Hi)  (Jlause  (i)  of  section  414(p)(6)(A)  U 
amended  by  striking  out  "any  other  alter- 
nate payee"  and  inserting  in  lieu  thereof 
"each  alternate  payee". 

(iv)  Subparagraph  (B)  of  section  414(p)(5) 
is  amended  by  strHcing  out  "the  surviving 
spouse"  and  inserting  in  lieu  thereof  "the 
surviving  former  spouse  ". 

(V)  Subsection  (p)  of  section  414  is  amend- 
ed by  striking  out  the  last  sentence  of  para- 
graph (5)  and  by  inserting  after  paragraph 
(9)  the  following  »ieu)  paragraph- 

"(10)  Waiver  of  certain  distribution  re- 
quirements.—With  respect  to  the  require- 
ments of  subsections  (a)  and  (k)  of  section 
401  and  section  409(d),  a  plan  shall  not  be 
treated  as  failing  to  meet  such  requirements 
solely  by  reason  of  payments  to  an  alterna- 
tive payee  pursuant  to  a  qualified  domestic 
relations  order. " 

(vi)  Paragraph  (4)(A)  of  section  414(p)  is 
amended— 

(I)  by  striking  out  "In  the  case  of  any  pay- 
ment before  a  participant  has  separated 
from  service,  a"  and  inserting  in  lieu  thereof 
"A",  and 

(II)  by  inserting  "in  the  case  of  any  pay- 
ment before  a  participant  has  separated 
from  service, "  before  "on  or"  in  clause  (i). 

(vii)  SiU>paragraph  (B)  of  section 
414(p)(4)  is  amended  to  read  as  follows: 

"(B)  Earliest  retirement  AOE.—For  pur- 
poses of  this  paragraph,  the  term  'earliest  re- 
tirement age'  means  earlier  of— 
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"(i)  in  the  date  on  which  the  participant 
is  entitled  to  a  distribution  under  the  plan, 
or 

"(ii)  in  the  later  of— 

"(I)  the  date  the  participant  attains  age 
50,  or 

"(II)  the  earnest  date  on  which  the  partici- 
pant could  begin  receiving  benefits  under 
the  plan  if  the  participant  separated  from 
service. " 

(B)  Amendments  of  erisa.— 

(i)  Clause  (ii)  of  section  206(d)(3)(F)  of  the 
Employee  Retirement  Income  Security  Act 
of  1974  U  amended  by  striking  out  "the 
former  spouse"  and  inserting  in  lieu  thereof 
"the  surviving  former  spouse". 

(ii)  Subclause  (I)  of  section  206(d)(3)(G)(i) 
of  such  Act  is  amended  by  striking  out  "any 
other  alternate  payee"  and  inserting  in  lieu 
thereof  "each  alternate  payee". 

(Hi)  Subparagraph  (E)  of  section  206(d)(3) 
of  such  Act  is  amended— 

(I)  by  striking  out  "In  the  case  of  any  pay- 
ment before  a  participant  has  separated 
from  service,  a"  in  clause  (i)  and  inserting 
in  lieu  thereof  "A",  and 

(II)  by  inserting  "in  the  case  of  any  pay- 
ment before  a  participant  has  separated 
from  service,"  before  "on  or"  in  subclause 
(I). 

(iv)  Clause  (ii)  of  section  206(d)(3)(E)  of 
such  Act  is  amended  to  read  as  follows: 

"(ii)  For  purposes  of  this  subparagraph, 
the  term  'earliest  retirement  age'  means  the 
earlier  of— 

"(I)  the  date  on  which  the  participant  is 
entitled  to  a  distribution  under  the  plan,  or 

"(II)  the  later  of  the  date  of  the  partici- 
pant attains  age  SO  or  the  earliest  date  on 
which  the  participant  could  begin  receiving 
under  the  plan  if  the  participant  separated 
from  service. " 

(d)  Amendments  Related  to  Sections  105 

AND  205  OF  THE  ACT.— 

(1)  Vested  ACCRUED  BENEFIT.— 

(A)  Amendments  to  the  internal  revenue 

CODE.— 

(i)  Subparagraph  (A)  of  section  411(a)(ll) 
(relating  to  restrictions  on  certain  mandato- 
ry distributions)  is  amended  to  read  as  fol- 
lows: 

"(A)  In  aENERAL.—If  the  present  value  of 
any  vested  accrued  benefit  exceeds  $3,500,  a 
plan  meets  the  requirements  of  this  para- 
graph only  if  such  plan  provides  that  such 
benefit  may  not  be  immediately  distributed 
without  the  consent  of  the  participant " 

(ii)  Subsection  (a)  of  section  411  is  amend- 
ed by  striking  out  "paragraphs  (1)  and  (2)" 
in  the  matter  preceding  paragraph  (1)  and 
inserting  in  lieu  thereof  "paragraphs  (1), 
(2),  and  (11)". 

(B)  Amendments  to  erisa.— Paragraph  (1) 
of  section  203  of  the  Employee  Retirement 
Income  Security  Act  of  1974  is  amended  to 
read  as  follows: 

"(1)  If  the  present  value  of  any  vested  ac- 
crued benefit  exceeds  83,500,  a  pension  plan 
shall  provide  that  such  benefit  may  not  be 
immediately  distributed  without  the  consent 
of  Uie  participant " 

(2)  Distributions  under  section  404(k).— 

(A)  Amendment  to  the  internal  revenue 
CODE.— Section  411(a)(ll)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(C)  Dividend  distributions  of  esops  ar- 
RANQEMENT.—This  paragraph  shaU  not  apply 
to  any  distribution  of  dividends  to  which 
section  404(k)  applies. " 

(B)  Amendment  to  ERiSA.—Section  203(e)  of 
the  Employee  Retirement  Income  Security 
Act  of  1974  is  amended  by  adding  at  the  end 
thereof  the  foUovting  new  paragraj^- 
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"13)  This  subsection  shall  not  apply  to  any 
distribution  of  dividends  to  which  section 
404(k)  of  the  Internal  Revenue  Code  of  19S4 
applies. " 

(e)  Amendhents  Related  to  Section  207  of 
THE  Act.— 

(It  Paragraph  (1)  of  section  402(f)  (relat- 
ing to  written  explanation  to  recipients  of 
distributions  eligible  for  rollover  treatment) 
is  amended  by  striking  out  "qualifying  roll- 
over distribution"  and  inserting  in  lieu 
thereof  "eligible  rollover  distribution". 

(2)  Paragraph  (2)  of  section  402(f)  is 
amended  to  read  as  follows: 

"(2)  DEFaaTiojfs.—For  purposes  of  this  sub- 
section— 

"(A)  EuaiBLE  ROLLOVER  DtSTRlBVTlON.-The 

term  'eligible  roUover  distribution'  means 
any  distribution  any  portion  of  which  may 
be  excluded  from  gross  income  under  subsec- 
tion (a)(S)  of  this  section  or  subsection 
(a)(4)  of  section  403  if  transferred  to  an  eli- 
gible retirement  plan  in  accordance  udth  the 
reguirements  of  such  subsection. 

"(B)  EuatBLE  RETIREMENT  PLAN.— The  term 
'eligible  retirement  plan'  has  the  meaning 
given  such  term  by  subsection  (a)(S>(E)(iv)." 

if)  Amendment  Related  to  Section  301  of 
THE  Act. — 

(1)  Special  rule  for  esops.— 

(A)  Amendment  to  the  internal  revenue 
CODE.— Section  411(d)(6)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subparagraph: 

"(C)  Specul  rule  for  esops.— For  pur- 
poses of  this  paragraph,  any— 

"(i)  tax  credit  employee  stock  ownership 
plan  (as  defined  in  section  409(a)),  or 

"(ii)  employee  stock  ownership  plan  (as 
defined  in  section  497S(e)(7t), 
shall  not  be  treated  as  failing  to  meet  the  re- 
guirements  of  this  paragraph  merely  because 
it  modifies  distribution  options  in  a  nondis- 
criminatory manner. " 

(B)  Amendment  to  erisa.— Section  204(g)  of 
the  Employee  Retirement  Income  Security 
Act  of  1974  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(3)  For  purposes  of  this  sul>section,  any— 

"(A)  tax  credit  employee  stock  ownership 
plan  (as  defined  in  section  409(a)  of  the  In- 
ternal Revenue  Code  of  19S4),  or 

"(B)  employee  stock  oumership  plan  (as 
defined  in  section  497S(e)(7)  of  such  Code), 
shall  not  be  treated  as  failing  to  meet  the  re- 
quirements of  this  subsection  merely  because 
it  modifies  distribution  options  in  a  nondis- 
criminatory manner. " 

(2)  Clerical  amendment.— Paragraph  (1)  of 
section  204(g)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  is  amended  by 
striking  out  "section  302(c)(8)"  and  insert- 
ing in  lieu  thereof  "section  302(c)(8)  or 
4281". 

(g)  Amendment  Related  to  Section  302  of 
the  Act.— Paragraph  (2)  of  section  302(b)  of 
the  Retirement  Equity  Act  of  1984  U  amend- 
ed by  striking  out  "January  1,  1987"  and  in- 
seHing  in  lieu  thereof  "July  1. 1988". 

(h)  AitENDMENTS  RELATED  TO  SECTION  303  OF 

(1)(A)  Subsection  (c)  of  section  303  of  the 
Retirement  Equity  Act  of  1984  (relating  to 
transitional  rule  for  requirement  of  joint 
and  survivor  annuity  and  preretirement 
survitwr  annuity)  is  amended  by  adding  at 
the  end  thereof  the  following  new  paragraph: 

"(4)  Elimination  of  double  death  bene- 
fits.— 

"(A)  In  OENERAU-In  the  case  of  a  partici- 
pant described  in  paragraph  (2),  death  bene- 
fUa  (other  than  a  qualified  joint  and  survi- 
vor annuity  or  a  qualified  preretirement 
survivor  annuity)  payaNe  to  any  benefici- 


ary shall  be  reduced  by  the  amount  payable 
to  the  surviving  spouse  of  such  participant 
by  reason  of  paragraph  (2).  The  reduction 
under  the  preceding  sentence  shall  be  madx 
on  the  basis  of  the  respective  present  values 
(as  of  the  date  of  tfie  participant's  death)  of 
sttcA  death  benefits  and  the  amount  so  pay- 
able to  the  surviving  spouse. 

"(B)  Spouse  may  waive  provisions  of  para- 
graph (2).— In  the  case  of  any  participant 
described  in  paragraph  (2),  the  surviving 
spouse  of  such  participant  may  waive  the 
provisions  of  paragraph  (2).  Such  loaiver 
shall  be  made  on  or  before  the  close  of  the 
second  plan  year  to  which  the  amendments 
made  by  section  103  of  this  Act  apply.  Such 
a  UHiiver  stiall  not  be  treated  as  a  transfer  of 
property  for  purposes  of  chapter  12  of  the  In- 
ternal Revenue  Code  of  1954  and  shall  not 
be  treated  as  an  assignment  or  alienation 
for  purposes  of  section  401(a)(13)  of  the  In- 
ternal Revenue  Code  of  1954  or  section 
206(d)  of  the  Employee  Retirement  Income 
Security  Act  of  1974. " 

(B)  Section  2503  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsectiorv 

"(f)  Waiver  of  Certain  Pension  Rights. — 
If  any  individual  waives,  before  the  death  of 
a  participant,  any  survivor  benefit,  or  right 
to  such  benefit,  under  section  401(a)(ll)  or 
417,  such  waiver  shall  not  be  treated  as  a 
transfer  of  property  by  gift  for  purposes  of 
this  chapter. " 

(2)  Subparagraph  (A)  of  section  303(e)(2) 
of  the  Retirement  Equity  Act  of  1984  (relat- 
ing to  treatment  of  certain  participants  who 
perform  services  on  or  after  January  1, 
1976)  is  amended  by  striking  out  "in  the 
first  plan  year"  and  inserting  in  lieu  thereof 
"in  any  plan  year". 

(3)  Paragraph  (2)  of  section  303(c)  of  the 
Retirement  Equity  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentence:  "In  the  case  of  a  profit-sharing  or 
stock  bonus  plan  to  which  this  paragraph 
applies,  the  plan  shall  be  treated  as  meeting 
the  requirements  of  the  amendments  made 
by  sections  103  and  203  with  respect  to  any 
participant  if  the  plan  made  a  distribution 
in  a  form  other  than  a  life  annuity  to  the 
surviving  spouse  of  the  participant  of  such 
participant's  nonforfeitable  benefit " 

(i)  TECHNICAL  Amendment  to  Section 
408(d)  of  ERISA.— 

(1)  Subsection  (d)  of  section  408  of  the  Em- 
ployee Retirement  Income  Security  Act  of 
1974  is  amended  by  strilcing  out  "(a), ". 

(2)  The  amendment  made  by  paragraph 
(1)  shall  apply  to  transactions  after  the  date 
of  the  enactment  of  this  Act 

(j)  Effective  Date.— Except  as  otherwise 
provided  in  this  section,  any  amendment 
made  by  thU  section  shall  take  effect  as  if 
included  in' the  provision  of  the  Retirement 
Equity  Act  of  1984  to  which  such  amertd- 
ment  relates. 
CHAPTER  3-AMENDMENT  RELATED  TO 

THE  CHILD  SUPPORT  ENFORCEMENT 

AMENDMENTS  OF  1984 

SEC  /M*  amendment  RELATED  TO  THE  CBILD 
SUPPORT  ENFORCEMENT  AMEND- 
MENTS OF  ltS4. 

(a)  In  General.— Section  457(b)(3)  of  the 
Social  Security  Act  is  amended  by  inserting 
"or  administrative"  after  "court". 

(b)  Effective  Date.— The  amendment 
made  by  this  section  stiall  become  effective 
on  the  date  of  the  enactment  of  this  Act 


section  341(et  is 

"124S(at.-"  in  the 

in    lieu    ttiereof 


CHAPTER  4— MISCELLANEOUS  AMENDMENTS 
CORRECTING  ERRORS  OP  SPELLING.  PUNC- 
TUATION, ETC 

SEC  isssa.  miscellaneous  amendments  cor- 
recting ERRORS  OF  SPELUNG.  PUNC- 
TUATION, ETC 

(It  Paragraph  (4t  of  section  25(ft  is 
amended  by  strUcing  out  "insure"  and  in- 
sertiTig  in  lieu  thereof  "ensure". 

(2t  Subparagraph  (At  of  section  103(hK2t 
(relating  to  prohibition  of  discriminationt 
is  amended  by  striking  out  "guaranted"  and 
inserting  in  lieu  thereof  "guaranteed". 

(3t  Subparagraph  (B)  of  section  103(mt(3t 
(relating  to  exceptions)  is  amended  by  strik- 
ing oul  "section  608(6t(At"  and  inserting  in 
lieu  thereof  "section  608(at(6t(At". 

(4t  Paragraph  (4t  of  section  103(pt  is 
amended  by  striking  out  "October"  and  all 
that  follows  and  inserting  in  lieu  ttiereof 
"October  27, 1949  (48  U.S.C.  1403t." 

(5t  Clause  (it  of  section  132(hK3t(Bt  (de- 
fining qualified  automotnle  denumstration 
uset  is  amended  by  stritcing  out  "such  use 
in"  and  inserting  in  lieu  ttiereof  "such  use 
is". 

(61  Paragraph  (61  of  section  172(d)  is 
amended  by  inserting  "Modifications  relat- 
ed to  real  estate  investment  trusts.—" 
after  "(6t". 

(7t  Clause  (it  of  section  338(ht(3)(Ct  U 
amended  by  striking  out  "subparagraph  (At 
and  (Bt"  and  inserting  in  lieu  thereof  "sub- 
paragraphs  (At  and  (Bt". 
(8)  Paragraph  (12t  of 
amended  by  striking  out 
fieading  and  inserting 
"124S(at,  ETC.-". 

(9t  Clause  (Hit  of  section  374(et(lt(At  U 
amended  by  striking  out  "Court  of  Claims" 
and  inserting  in  lieu  thereof  "United  States 
Claims  Court". 

(lot  Paragraph  (22t  of  section  401  (at  is 
amended  by  strilcing  out  "if"  and  inserting 
in  lieu  thereof  "If'. 

(lit  Subsection  (dt  of  section  409  is 
amended  by  striking  out  "participants's" 
and  inserting  in  lieu  thereof  "participant's". 
fl2t  Subparagraph  (Bt  of  section  414(pt(3t 
is  amended  by  striking  out  the  comma  after 
"benefits". 

(131  Subsection  (kt  of  section  415  is 
amended  to  read  as  follows: 

"(kt  Definitions  of  Defined  Contribution 
Plan  and  Defined  Benefit  Plan.— For  pur- 
poses of  this  title,  the  Urm  'defined  contri- 
bution plan'  or  'defined  benefit  plan'  means 
a  defined  contribution  plan  (toithin  the 
meaning  of  section  414(itl  or  a  defined  bene- 
fit plan  (within  the  meaning  of  section 
414(jlt,  whictiever  applies,  which  is— 

"(It  a  plan  described  in  section  401  (at 
which  includes  a  trust  which  is  exempt  from 
tax  under  section  501  (at, 

"(2t  an  annuity  plan  described  in  section 
403(at, 

"(3t  an  annuity  contract  described  in  sec- 
tion 403(bt, 

"(41  an  individual  retirement  account  de- 
scribed in  section  408(at, 

"(St  an  individual  retirement  annuity  de- 
scribed in  section  408(bt,  or 
"(6t  a  simplified  employee  pension. " 
(14t  Clause  (ii)  of  section  468(d)(2)(B)  U 
amended  by  striking  out  "Comprehensive 
Environmental,  Compensation,  and  Liabil- 
ity Act  of  1980"  and  inserting  in  lieu  ttiereof 
"Comprehensive  Environmental  Response, 
Compensation,  and  Liability  Act  of  1980". 

(15)  Clause  (i)  of  section  501(c)(1)(A)  is 
amended  by  strilcing  out  "the  date  of  Oie  en- 
actment of  the  Tax  Reform  Act  of  1984"  and 
inserting  in  lieu  thereof  "July  18, 1984". 
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(W  Paragravh  <2)  of  section  SOS(c)  is 
amended  by  striking  out  "the  date  of  the  en- 
actment of  the  Tax  Reform  Act  of  1984"  and 
inserting  in  lieu  thereof  "July  18.  1984". 

(17)  Clause  (iJ  of  section  S3Slb)IS)(C)  and 
subparagraph  (C)  of  section  S3S(bU8)  are 
each  amended  by  striking  out  "the  date  of 
the  enactment  of  the  Tax  Reform  Act  of 
1984"  and  inserting  in  lieu  thereof  "July  18, 
1984". 

(18)  Subparagraph  IB)  of  section  543fa)(l) 
is  amended  by  striking  out  "46  U.S.C."  and 
inserting  in  lieu  thereof  "46  U.S.C  App. ". 

(19)  The  second  sentence  of  section  7Sl(c) 
is  amended  by  striking  out  "section 
617(f)(2),  stock"  and  inserting  in  lieu  there- 
of "section  617(f)(2)),  stock". 

(20)  Subsection  (a)  of  section  844  is 
amended  by  striking  our  "prior  law),, 
unused  loss"  and  ijiserting  in  lieu  thereof 
"prior  law),  unused  loss". 

(21)  Paragraph  (2)  of  section  864(c)  is 
amended  by  striking  out  "section  871(h)  sec- 
tion 881(a)"  and  inserting  in  lieu  thereof 
"section  871(h),  section  881(a)". 

(22)  Subparagraph  (A)  of  section  881(b)(2) 
is  amended  by  stri)cing  out  "Paragraph"  and 
inserting  in  lieu  thereof  "paragraph". 

(23)  Subparagraph  (C)  of  section  881(c)(3) 
is  amended  by  striking  out  "section 
864(d)(4)."  and  inserting  in  lieu  thereof 
"section  864(d)(4)). " 

(24)  The  paragraph  heading  of  section 
904(d)(1)  is  amended  to  read  as  follows: 

"(1)  In  qeneral.—". 

(25)  Paragraphs  (23),  (24).  (2S),  and  (26)  of 
section  1016(a)  are  each  amended  by  strik- 
ing out  the  comma  at  the  end  thereof  and  in- 
serting in  lieu  thereof  a  semicolon. 

(26)  Subsection  (c)  of  section  1042  is 
amended  by  strUcing  out  "this  section.—"  in 
the  material  preceding  paragraph  (1)  and 
inseting  in  lieu  thereof  "this  section—". 

(27)  Paragraphs  (1)  and  (2)  of  section  1060 
are  each  amended  by  striking  out  "46 
U.S.C."  and  inserting  in  lieu  thereof  "46 
V.S.C.APP.". 

(28)  Subsection  (e)  of  section  1276  U 
aynended  by  striking  out  "the  date  of  the  en- 
actment of  this  section"  and  inserting  in 
lieu  thereof  "July  18,  1984". 

(29)  Subparagraph  (C)  of  section 
1277(b)(1)  is  amended  by  striking  out  "this 
paragaph"  and  inserting  in  lieu  thereof 
"this  paragraph  ". 

(30)  The  heading  for  subparagraph  (C)  of 
section  1277(b)(2)  is  amended  by  striking 
out  "PARAQRAPH  I.—",  and  inserting  in  lieu 
thereof  "pajuoraph  (ik—". 

(31)  Subsection  (d)  of  section  1277  U 
amended  by  striking  out  "the  date  of  the  en- 
actment of  this  section"  and  inserting  in 
lieu  thereof  "July  18,  1984". 

(32)  Paragraph  (4)  of  section  1278(a)  is 
amended  6v  striking  out  "means  of  and  in- 
serting in  lieu  thereof  "means". 

(33)  Paragraph  (1)  of  section  1371(e)  is 
amende  by  inserting  "(within  the  Tneaning 
of  section  1368(e))"  after  "accumulated  ad- 
justments account". 

(34)  Paragraph  (2)  of  section  1371(e)  is 
amended  by  striking  out  "(within  the  mean- 
ing of  section  1368(e))". 

(35)  Paragraph  (2)(A)  of  section  1504(c)  U 
amended  by  striking  out  "subsection  (b)(2) 
iTicludes"  and  inserting  in  lieu  thereof  "suit- 
section  (b)(2))  includes". 

(36)  Subsection  (c)  of  section  1551  is 
amended  by  striking  out  "section  269(b)" 
and  inserting  in  lieu  thereof  "section 
269(c)". 

(37)  Subsection  (d)  of  section  2210  is 
amended  by  striking  out  "may  prescit>e"  and 
iruerting  in  lieu  thereof  "may  prescribe". 


(38)  Clause  (ii)  of  section  3121(v)(2)(A)  is 
amended  by  striking  out  "forefeiture"  and 
inserting  in  lieu  thereof  "forfeiture". 

(39)  77ie  first  sentence  of  paragraph  (1)  of 
section  3121(w)  is  amended  by  striking  out 
"chapter  21  of  this  Code"  and  inserting  in 
lieu  thereof  "this  chapter". 

(40)  Paragraph  (2)  of  section  3121(w)  is 
amended  by  striking  out  "the  date  of  the  en- 
actment  of  this  subsection  "  and  inserting  in 
lieu  thereof  "July  18,  1984". 

(41)  Subsection  (e)  of  section  3231  is 
amended  fry  redesignating  the  paragraph  (6) 
added  by  Public  Law  98-612  as  paragraph 
(7). 

(42)  Paragraph  (1)  of  section  3301  is 
amended  by  striking  out  "unemployed"  and 
inserting  in  lieu  thereof  "unemployment". 

(43)  Clause  (Hi)  of  section  3304(a)(6)(A)  is 
amended  by  striking  out  "and"  at  the  end 
thereof. 

(44)  Subparagraph  (A)  of  section 
3306(b)(2)  is  amended  by  striking  out  "work- 
man's compensation"  and  inserting  in  lieu 
thereof  "workmen's  compensation". 

(45)  Paragraph  (13)  of  section  3306(b)  is 
amended  by  striking  out  the  comma  at  the 
end  thereof  and  inserting  in  lieu  thereof  a 
semicolon. 

(46)  The  heading  for  paragraph  (6)  of  sec- 
tion 3406(b)  is  amended  by  striking  out 
"t94i(A)(a)"  and  inserting  in  lieu  thereof 
"stiiA(a)". 

(47)  Paragraph  (1)  of  section  4051(d)  is 
amended  by  striking  out  "the  date  of  the  en- 
actment of  the  Tax  Reform  Act  of  1984"  and 
inserting  in  lieu  thereof  "July  18,  1984". 

(48)  Clause  (ii)  of  section  4161(b)(1)(B)  is 
amended  by  striking  out  the  period  at  the 
end  thereof  and  inserting  in  lieu  thereof  a 
comma. 

(49)  Section  4227  is  amended  to  read  as 
follows: 

"SEC.  4127.  CROSS  REFERENCE. 

"For  exception  for  a  sale  to  an  Indian  tribal  gov- 
ernment (or  its  subdivision)  for  the  exclusive  use  of 
an  Indian  tribal  government  (or  its  subdivision), 
see  section  7871. 

(50)  The  heading  for  paragraph  (1)  of  sec- 
tion 4961(c)  is  amended  by  striking  out 
"COURT  OF  CLAIMS"  and  inserting  in  lieu 
thereof  "united  states  claims  court". 

(51)  The  second  sentence  of  subsection  (d) 
of  section  4975  is  amended  by  striking  out 
"and  (12)  shall  not"  and  inserting  in  lieu 
thereof  "and  (12))  shall  not". 

(52)  Subsection  (f)  of  section  6011  U 
amended  by  striking  out  "sections  6012  to 
6019,  inclusive"  and  inserting  in  lieu  thereof 
"subparts  B  and  C". 

(53)  Clause  (v)  of  section  6103(1)(7)(D)  U 
amended  by  striking  out  "this  Code"  and  in- 
serting in  lieu  thereof  "this  title". 

(54)  Subparagraph  (B)  of  section 
6111(d)(1)  is  amended  by  striking  out  "sub- 
pargraph"  and  inserting  in  lieu  thereof 
"subparagraph". 

(^55>  Paragraph  (1)  of  section  6427(b)  is 
amended  by  striking  out  "provided  in  para- 
graph (2)"  and  inserting  in  lieu  thereof 
"otherwise  provided  in  this  subsection  ". 

(56)  Paragraph  (1)  of  section  6427(g)  is 
amended  6y  striking  out  "anount"  and  in- 
serting in  lieu  thereof  "amount". 

(57)  The  heading  for  section  6660  is 
amended  by  striking  out  "the  estate"  and  in- 
serting in  lieu  thereof  "estate". 

(58)  Subparagraph  (B)  of  section 
7422(g)(1)  is  amended  by  striking  out  "sec- 
tion 4962"  and  inserting  in  lieu  thereof  "sec- 
tion 4963". 

(59)  Paragraph  (1)  of  section  7476(c)  U 
amended  by  striking  out  "plan,,  or"  and  in- 
serting in  lieu  thereof  "plan,  or". 
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(60)  Subparagraph  (E)  of  section 
7482(b)(1)  is  amended  by  strUcing  out  "part- 
nership, "  and  inserting  in  lieu  thereof  "part- 
nership. ". 

(61)  Subsection  (i)  of  section  7611  is 
amended— 

(A)  by  redesignating  subparagraphs  (A), 
(B),  (C),  (D),  and  (E)  as  paragraphs  (1),  (2), 
(3),  (4),  and  (5),  respectively. 

(B)  by  striking  out  "etc),"  in  paragraph 
(3)  (as  so  redesignated)  and  inserting  in  lieu 
thereof  "etc.), ",  and 

(C)  by  striking  out  "the  title"  in  para- 
graph (5)  (as  so  redesignated)  and  inserting 
in  lieu  thereof  "the  title". 

(62)  Paragraph  (1)  of  section  7611(a)  is 
amended  by  striking  out  all  that  follows  sub- 
paragraph (A)  and  inserting  in  lieu  thereof 
the  following: 

"(B)  the  notice  requirements  of  paragraph 
(3),  have  been  met " 

(63)  Clause  (i)  of  section  7701(b)(4)(E)  is 
amended  by  striking  out  "preceeding"  ojid 
inserting  in  lieu  thereof  "preceding". 

(64)  Paragraph  (5)  of  section  7701(e)  is 
amended  by  striking  out  "section 
168(C)(2)(F))"  and  inserting  in  lieu  thereof 
"section  168(c)(2)(F))". 

(65)  Subparagraph  (F)  of  section 
7871(a)(6)  is  amended  by  striking  out  the 
period  at  the  end  thereof  and  inserting  in 
lieu  thereof  ";  and". 

(66)  Paragraph  (2)  of  section  101(b)  of  the 
Tax  Reform  Act  of  1984  is  amended  by  in- 
serting "(as  such  paragraphs  (4)  and  (5)  are 
amended  by  this  section  and  section  102)" 
after  "(4),  and  (5)". 

(67)  Subparagraph  (C)  of  section  102(e)(3) 
of  the  Tax  Reform  Act  of  1984  is  amended  by 
striking  out  "paragraph  (7)(A)  (including 
the  heading)"  and  inserting  in  lieu  thereof 
"paragraphs  (6)(B)  and  (7)(A)  (including 
any  headings)". 

(68)  Paragraph  (1)  of  section  127(b)  of  the 
Tax  Reform  Act  of  1984  U  amended  by  in- 
serting "(as  amended  by  section  128)"  after 
"subsection  (c)". 

(69)  Subparagraph  (A)  of  section  221(d)(2) 
of  the  Tax  Reform  Act  of  1984  is  amended  by 
striking  out  "rapid  that"  and  inserting  in 
lieu  thereof  "rapid  than". 

(70)  The  item  relating  to  tax  credit  em- 
ployee stock  ownership  plans  in  the  table  of 
sectioTis  for  subpart  A  of  part  I  of  subchap- 
ter D  of  chapter  1  is  amended  to  read  as  fol- 
lows: 

"Sec.  409.  Qualifications  for  tax  credit  em- 
ployee stock  ownership  plans. " 

(71)  The  table  of  sections  for  subpart  C  of 
part  II  of  sutKhupter  E  of  chapter  1  is 
amended  in  the  item  relating  to  section  467 
try  inserting  "the"  before  "lue". 

(72)  The  table  of  subparts  for  part  V  of 
subchapter  P  of  chapter  1  is  amended  by  in- 
serting "on  boTids"  after  "discount"  in  the 
item  relating  to  subpart  B. 

(73)  The  table  of  sections  for  subchapter  B 
of  chapter  3  is  amended  by  striking  out  the 
item  relating  to  section  1461  and  inserting 
in  lieu  thereof  the  following: 

"Sec.  1461.  LiabUity  for  withheld  tax." 

(74)  The  table  of  sections  for  subchapter  G 
of  chapter  32  is  amended  by  striking  out 
"references"  in  the  item  relating  to  section 
4227  and  inserting  in  lieu  thereof  "refer- 
ence". 

(75)  The  table  of  sections  for  chapter  43  is 
amended  by— 

(A)  inserting  "section"  before  "403(b)"  in 
the  item  relating  to  section  4973,  and 

(B)  striking  out  "and  allocations"  in  the 
item  relating  to  section  4978. 
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And  the  Senate  agree  to  the  same. 
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Dak  Rostehkowski, 

J.J.  Pickle. 

Tax  rate 

BrackeU 

Charles  B.  Ramgel. 

ZBA 

Replaced  by  standard 

Pete  Stark, 

duction 

Richard  A.  Gephardt, 

18% 

$0  to  $16,000 

Marty  Russo, 

35% 

$16,000  to  $34,000 

S5% 

$34,000  to  $75,000 

John  J.  Dumcam, 

38% 

Over  $75,000 

Otnr  Vamder  Jagt, 

Managers  on  the  Part  of  the  House. 

Bob  Packwood, 

single  INDIVIDUALS 

Bob  Dole, 

John  H.  Chatee, 

Tax  rate 

Brackett 

RossELL  B.  Long, 

ZBA 

Replaced  by  standard 

duction 

Spark  M.  MATStmACA, 

15% 

$0  to  $12,500 

Bill  Bradley 

25% 

$12,500  to  $30,000 

Daniel  Patrick 

35% 

$30,000  to  $60,000 

MOYNIHAN, 

38% 

Over  $60,000 

de- 


de- 


Managers  on  the  Part  of  the  Senate. 

TITLE  I.  INDIVIDUAL  INCOME  TAX 
PROVISIONS 

A.  Basic  Rate  Structure 

1.  Tax  rate  aehcdules 

Present  Law 

The  present-law  rate  structure  consists  of 
up  to  15  taxable  income  brackets  and  tax 
rates  beginning  above  the  zero  bracket 
amount  (ZBA).  The  following  provisions 
apply  for  1986  and  reflect  an  adjustment  for 
1985  inflation. 

Married  individuals  filing  jointly  and  sur- 
viving spouses.— There  are  14  taxable 
income  brackets  above  the  ZBA  of  $3,670. 
The  minimum  11-percent  rate  starts  at  tax- 
able income  above  $3,670;  the  maximum  50- 
percent  rate  starts  at  taxable  income  above 
$175,250.  (For  married  individuals  filing  sep- 
arate returns,  the  ZBA  is  one-half  the  ZBA 
on  joint  returns,  and  the  taxable  income 
bracket  amounts  begin  at  one-half  the 
amounts  for  joint  returns.) 

Heads  of  household.— There  are  14  taxable 
income  brackets  above  the  $2,480  ZBA.  The 
minimum  11 -percent  tax  rate  starts  at  tax- 
able income  above  $2,480;  the  maximum  50- 
percent  rate  starts  at  taxable  income  above 
$116,870. 

Single  individuals.— There  are  15  taxable 
income  brackets  above  the  $2,480  ZBA.  The 
minimum  11-percent  tax  rate  starts  at  tax- 
able income  above  $2,480;  the  maximum  50- 
percent  rate  starts  at  taxable  income  above 
$88,270. 

House  BiU 

In  general 

The  tax  structure  under  the  House  bill 
consists  of  four  brackets  and  tax  rates— 15. 
25.  35.  and  38  percent— beginning  at  zero 
taxable  income,  with  a  standard  deduction 
replacing  the  ZBA. 

MARRIED  INDIVIDUALS  FILING  JOINTLY  AND 
SURVIVING  SPOUSES 


de- 


Effective  date 

The  changed  tax  rates  and  taxable  income 
brackets  are  effective  July  1,  1986.  For  1986 
returns,  tax  rate  schedules  are  to  blend 
equally  the  present-law  schedules  for  1986 
(i.e.,  the  1985  schedules  as  adjusted  for  in- 
flation) with  the  new  schedules. 
Senate  Amendment 
In  general 

The  tax  structure  under  the  Senate 
amendment  consists  of  two  brackets  and  tax 
rates— 15  and  27  percent— beginning  at  zero 
taxable  income,  with  a  standard  deduction 
replacing  the  ZBA. 

MARRIED  INDIVIDUALS  FIUNG  JOINTLY  AND 
SURVIVING  SPOUSES 


Ttix  rate 

Brackets 

ZBA 

Replaced  by  standard 

duction 

15% 

$0  to  $22,500 

25% 

$22,500  to  $43,000 

35% 

$43,000  to  $100,000 

38% 

Over  $100,000 

(For  married  individuals  fUing  separate  re- 
turns, the  taxable  income  bracket  amounts 
begin  at  one-half  the  amounts  for  joint  re- 
turns.) 


(For  married  individuals  filing  separate  re- 
turns, the  27-percent  bracket  begins  at 
$14,650.  i.e.,  one-half  the  taxable  Income 
amount  for  joint  returns.) 

heads  of  household 


FUino  ttatUM  AGl  pha$e-<nU  level 

Joint  returns  and  sur- 
viving spouses $75.0O0-$145,32O 

Heads  of  household $55,000-$  11 1.400 

Single  Individuals $45.000-$87.240 

Married         individuals 

filing  separately $37.500-$72.660 


The  phase-out  levels  are  to  be  adjusted  for 
Inflation  beginning  in  1988. 

If  it  results  In  less  additional  tax  liability, 
the  five-percent  rate  adjustment  is  comput- 
ed with  respect  to  the  taxpayer's  taxable 
income  in  the  27-percent  bracket.  (For  ex- 
ample, for  joint  returns  with  AG!  exceeding 
$75,000,  the  rate  adjustment  applies  over  a 
taxable  Income  range  of  $29,300  to  $99,620, 
If  that  computation  produces  a  lower  addi- 
tional tax  liability  than  the  computation 
based  on  AGL) 

Effective  date 

The  changed  tax  rates  and  taxable  income 
brackets  are  effective  July  1.  1987.  For  1987 
returns,  tax  rate  schedules  are  to  blend 
equally  the  present-law  schedules  for  1987 
(i.e.,  the  1986  schedules  as  adjusted  for  in- 
flation) with  the  new  schedules. 

Conference  Agreement 
In  general 

The  tax  structure  under  the  conference 
agreement  consists  of  two  brackets  and  tax 
rates- 15  and  28  percent— beginning  at  zero 
taxable  Income,  with  a  standard  deduction 
replacing  the  ZBA. 

MARRIED  INDIVIDUALS  FILING  JOINTLY  AND 
SURVIVING  SPOUSES 


de- 


(Por  married  individuals  filing  separate  re- 
turns, the  28-percent  bracket  begins  at 
$14,875,  i.e.,  one-half  the  taxable  Income 
amount  for  joint  returns.) 


TaxmU 

BmckeU 

Tax  mte 

Brackets 

ZBA 

Replaced  by  standard 

ZBA 

Replaced  by  standard  de- 

duction 

duction 

15% 

0  to  $29,750 

15% 

$0  to  $29,300 

28% 

Over  $29,750 

27% 

Over  $29,300 

HEADS  OF  HOUSEHOLD 


Tax  mte 
ZBA 

Brackets 
Replaced  by  standard  de- 

Tax mte 
ZBA 

Bmckets 

Replaced  by  standard 
duction 

15% 
27% 

duction 
0  to  $23,500 
Over  $23,500 

15% 
28% 

0  to  $23,900 
Over  $23,900 

Tax  rate 
ZBA 

15% 
27% 


SINGLE  INDIVIDUALS 

Brackets 

Replaced  by  standard  de- 
duction 
0  to  $17,600 
Over  $17,600 


Rate  adrustment 

Under  the  Senate  amendment,  the  benefit 
of  the  15-percent  bracket  is  phased  out  for 
taxpayers  above  certain  Income  levels, 
through  a  rate  adjustment  imposing  addi- 
tional tax  llabUlty  equal  to  five  percent  of 
the  Income  within  a  specified  phase-out 
range.  The  rate  adjustment  applies  over  the 
following  ranges  of  adjusted  gross  Income 
(AGI)  levels: 


SINGLE  INDIVIDUALS 

Tax  mte  Brackets 

ZBA  Replaced  by  standard  de- 

duction 
15%  0  to  $17,850 

28%  Over  $17,850 

Beginning  in  1989,  the  taxable  income 
amounts  at  which  the  28-percent  rate  starts 
will  be  adjusted  for  inflation. 

Rate  adjustment 

Beginning  in  1988,  the  benefit  of  the  15- 
percent  bracket  Is  phased  out  for  taxpayers 
having  taxable  Income  exceeding  specified 
levels.  The  income  tax  liability  of  such  tax- 
payers Is  Increased  by  five  percent  of  their 
taxable  income  within  specified  ranges. 
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The  rate  adjustment  occurs  between 
$71,900  and  $149,250  of  taxable  income  for 
married  individuals  filing  Jointly:  between 
$61,650  and  $123,790  of  taxable  income  for 
heads  of  household:  between  $43,150  and 
$89,560  of  taxable  Income  for  single  Individ- 
uals: and  between  $35,950  and  $113,300  of 
taxable  income  for  married  individuals 
filing  separately.  These  amounts  will  be  ad- 
Justed  for  inflation  beginning  in  1989. 

The  maximum  amount  of  the  rate  adjust- 
ment generally  equals  13  percent  of  the 
maximum  amount  of  taxable  income  within 
the  15-percent  bracket  applicable  to  the  tax- 
payer (for  a  married  Individual  fUing  sepa- 
rately, within  the  15-percent  bracket  appli- 
cable for  married  taxpayers  fUing  jointly.) 
Thus,  if  the  maximum  rate  adjustment  ap- 
plies, the  28-percent  rate  in  effect  applies  to 
all  of  the  taxpayer's  taxable  income,  rather 
than  only  to  the  amount  of  taxable  income 
above  the  breakpoint. 
Transitional  rate  structure  for  1987 

For  taxable  years  beginning  in  1987.  five- 
bracket  rate  schedules  are  provided,  as 
shown  in  the  teble  below.  Neither  the  rate 
adjustment  (described  above)  nor  the  per- 
sonal exemption  phaseout  (described  below) 
applies  to  taxable  years  beginning  in  1987. 


TaoUe  none  brackets 


Ta  nk 


Marled,  Mng 
joint  fctums 


Heads  o( 
hOKsetaU 


Saifle 
mdmuals 


11%-.. 
15%.-. 
2»V.-. 


JS%. 

3tSV. 


O-t3.0OO  a-K.M  0-tl.800 

|3.000-».000  (2.500-23.000  11,800-16.100 

2S.00O-45.000  23.000-38.000  16.800-27.000 

4S.00O-90.000  38.000-80.000  27.000-54.000 

Omt  190.000  0«a  80.000  Owr  54,000 


For  married  individuals  filing  separate  re- 
turns, the  taxable  income  bracket  amounts 
for  1987  begin  at  one-half  the  amounts  for 
Joint  returns.  The  bracket  amounts  for  sur- 
viving spouses  are  the  same  as  those  for 
married  individuals  filing  Joint  returns. 
2.  Standard  deduction  (zero  bracket  amount) 
Present  Law 

The  following  zero  bracket  amounts  apply 
for  1986  and  reflect  an  adjustment  for  1985 
inflation. 

Filing  itatvt  ZBA 

Joint     returns     and     surviving 

amuses $3,670 

Heads  of  household 2.480 

Single  individuals _.  2.480 

Married  individuals  filing  sepa- 
rately   1,835 

The  ZBA  is  adjusted  annually  for  changes 
in  the  consumer  price  index. 
House  BiU 

Increased  deduction.— The  House  bill  re- 
places the  ZBA  with  a  standard  deduction. 
In  1987,  the  standard  deduction  is  increased 
to  the  following  amounts: 


Filing  ttatuM 

Joint  returns  and  surviv- 
ing spouses 

Heads  of  household 

Single  individuals 

Married  individuals 
filing  separately 


standard  deduction 


$4,800 
4,200 
2.950 


2,400 


These     increased     standard     deduction 
■mounts  are  to  be  adjusted  for  inflation  be- 


ginning in  1988.  For  1986.  the  standard  de- 
duction is  to  be  the  same  amount  as  the 
ZBA  for  1986  tinder  present  law. 

Elderly  or  blind  indimduals.—An  addition- 
al standard  deduction  amount  of  $600  (to  be 
indexed  for  inflation  beginning  in  1988)  is 
allowed  for  an  elderly  or  blind  individual: 
the  additional  amount  is  $1,200  for  a  blind 
and  elderly  individual.  For  elderly  or  blind 
individuals  only,  the  new  standard  deduc- 
tion amounts  listed  above  (effective  for  all 
other  taxpayers  in  1987)  and  the  additional 
$600  standard  deduction  amount  are  to  be 
effective  on  January  1,  1986. 

Floor  under  itemized  dedtictiona.— Individ- 
uals who  itemize  their  deductions  must 
reduce  their  total  itemized  deductions  by 
$500  times  the  nimiber  of  personal  exemp- 
tions claimed,  effective  t)eginning  in  1986. 
The  $500  floor  will  be  adjusted  for  inflation 
beginning  in  1987. 

Senate  Amendment 
Increased  deduction— Tbe  Senate  amend- 
ment replaces  the  ZBA  with  a  standard  de- 
duction. In  1988,  the  standard  deduction  is 
increased  to  the  following  amounts: 
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Filing  status 

Joint  returns  and  surviv- 
ing spouses 

Heads  of  household 

Single  individuals 

Married  individuals 
filing  separately 


Standard  deduction 


$5,000 
4.400 
3,000 


2.500 


These  increased  standard  deduction 
amounts  are  to  be  adjusted  for  inflation  be- 
ginning in  1989.  For  1987,  the  standard  de- 
duction is  to  be  the  same  amount  as  the 
ZBA  that  would  have  applied  for  1987  under 
present  law  (i.e.,  the  1986  ZBA  as  adjusted 
for  inflation  in  1986). 

Elderly  or  blind  individucOs.—An  addition- 
al standard  deduction  amount  of  $600  (to  be 
indexed  for  inflation  beginning  in  1989)  is 
allowed  for  an  elderly  or  blind  individual: 
the  additional  amount  is  $1,200  for  a  blind 
and  elderly  individual.  For  elderly  or  blind 
individuals  only,  the  new  standard  deduc- 
tion amoiuits  listed  above  (effective  for  all 
other  taxpayers  in  1988)  and  the  additional 
$600  standard  deduction  amount  are  to  be 
effective  on  January  1, 1987. 

Conference  Agreement 

Increased  deduction— Under  the  confer- 
ence agreement,  the  standard  deduction  is 
increased  to  the  following  amounts,  effec- 
tive beginning  in  1988: 


Filing  status 

Joint  returns  and  surviv- 
ing s|K>uses 

Heads  of  household 

Single  individuals 

Married  individuals 
filing  separately 


standard  deduction 


$5,000 
4.400 
3,000 


2.500 


Beginning  in  1989,  these  increased  stand- 
ard deduction  amounts  are  to  be  adjusted 
for  inflation. 

Elderly  or  blind  iruiividuals.—An  addition- 
al standard  deduction  amount  of  $600  is  al- 
lowed for  an  elderly  or  blind  individual  who 
is  married  (whether  filing  jointly  or  sepa- 
rately) or  is  a  surviving  spouse  ($1,200  for 
such  an  individual  who  is  both  elderly  and 
blind).  An  additional  standard  deduction 
amount  of  $750  is  allowed  for  an  unmarried 


individual  (other  than  a  surviving  spouse), 
or  for  a  head  of  household,  who  is  elderly  or 
blind  ($1,500  if  both).  For  elderiy  or  blind 
taxpayers  only,  the  new  standard  deduction 
amounts  (listed  above)  and  the  additional 
$600  or  $750  standard  deduction  amounts 
are  effective  beginning  in  1987.  Beginning  in 
1989,  the  $600  and  $750  additional  standard 
deduction  amoimts  will  be  adjusted  for  in- 
flation. 

Standard  deduction  for  1987.— For  aU  indi- 
vidual taxpayers  other  than  elderly  or  blind 
individuals,  the  standard  deduction  amounts 
for  taxable  years  beginning  in  1987  are 
$3,760  for  married  individuals  filing  jointly 
and  surviving  spouses:  $2,540  for  heads  of 
household  and  single  individuals:  and  $1,880 
for  married  individuals  filing  separately. 

Floor    under    itemized    deductions.— The 
conference  agreement  follows  the  Senate 
amendment  (i.e.,  there  is  no  general  floor 
under  total  itemized  deductions). 
3.  Personal  exemption* 

Present  Law 

Exemption  amount.— The  personal  ex- 
emption sunount  for  an  individual,  the  indi- 
vidual's spouse,  and  each  dependent  is 
$1,080  for  1986  (reflecting  an  inflation  ad- 
justment for  1985).  One  additional  personal 
exemption  is  provided  for  a  taxpayer  who  is 
age  65  or  older,  and  for  a  taxpayer  who  is 
blind. 

Rules  for  dependents.— E&ch  taxpayer  may 
claim  a  personal  exemption  for  himself  or 
herself  and  for  a  dependent  child  (or  other 
dependent)  whose  gross  income  does  not 
exceed  the  personal  exemption  amoimt 
($1,080  for  1986).  In  addition,  parents  may 
claim  a  personal  exemption  for  a  dependent 
chUd  who  has  income  exceeding  the  person- 
al exemption  amoimt  if  the  dependent  child 
is  under  age  19  or  a  full-time  student.  The 
child  or  other  dependent  also  may  claim  a 
full  personal  exemption  on  his  or  her 
return. 

A  child  eligible  to  lie  claimed  as  a  depend- 
ent on  his  or  her  parents'  return  may  use 
the  ZBA  only  to  offset  earned  income.  Thus, 
a  child  with  unearned  income  exceeding  the 
personal  exemption  amoimt  must  file  a 
return  and  pay  tax  on  the  excess  (reduced 
by  any  allowable  itemized  deductions). 
House  Bill 

Exemption  omount.— The  personal  ex- 
emption amoimt  for  an  individual,  an  indi- 
vidual's spouse,  and  each  dependent  is  in- 
creased to  $2,000  for  1986:  beginning  in 
1987,  the  $2,000  amount  is  to  be  adjusted  for 
inflation.  The  additional  exemption  for  el- 
derly or  blind  individuals  is  repealed  start- 
ing in  1986.  (As  described  above,  an  addi- 
tional standard  deduction  amount  is  provid- 
ed by  the  House  bill  for  an  elderly  or  blind 
individual.) 

Rules  for  dependents.— The  House  bill  pro- 
vides that  in  the  case  of  an  individual  who  is 
eligible  to  l>e  claimed  as  a  dependent  on  an- 
other taxpayer's  return,  no  more  than 
$1,000  of  the  personal  exemption  amount 
can  be  used  to  reduce  the  taxable  amount  of 
unearned  income  on  the  dependent's  return. 
This  provision  is  effective  begiiming  in  1986. 
As  under  the  present-law  ZBA  rule,  the  de- 
pendent may  use  the  standard  deduction 
only  to  offset  earned  income. 

Senate  Amendment 
Exemption  amount— The  personal  ex- 
emption amount  for  an  individual,  an  indi- 
vidual's spouse,  and  each  dependent  is  in- 
creased to  $1,900  for  1987  and  $2,000  for 
1988:  begiiming  in  1989.  the  $2,000  amount 
is  to  be  adjusted  for  inflation.  The  addition- 
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al  exemption  for  elderly  or  blind  individuals 
Is  repealed  starting  in  1987.  (As  described 
above,  an  additional  standard  deduction 
amount  is  provided  by  the  Senate  amend- 
ment for  an  elderly  or  blind  individual.) 

Phaae-out—AH  personal  exemption 
amounts  claimed  by  a  taxpayer  (including 
exemptions  for  the  taxpayer's  spouse  and 
dependents)  are  reduced,  at  a  five-percent 
rate,  over  a  range  of  $40,000  (adjusted  for 
inflation)  starting  at  the  AGI  level  at  which 
the  benefit  of  the  15-percent  rate  is  totally 
phased  out  (see  I.A.1,  above).  Thus,  no  per- 
sonal exemption  amounts  are  allowed  for 
taxpayers  with  AGI  exceeding  the  top  of 
the  exemption  phase-out  range.  This  provi- 
sion is  effective  for  taxable  years  t>eginning 
on  or  after  January  1, 1987. 

Rides  for  dependents.— Under  the  Senate 
amendment,  no  personal  exemption  amount 
is  allowable  on  the  return  of  an  individual 
who  is  eligible  to  be  claimed  as  a  dependent 
on  another  taxpayer's  return.  Thus,  for  ex- 
ample, an  exemption  amount  cannot  be 
claimed  by  a  child  on  the  child's  return  if 
the  child  is  eligible  to  be  claimed  as  a  de- 
pendent on  the  parents'  return.  This  provi- 
sion is  effective  for  taxable  years  beginning 
on  or  after  January  1, 1987. 

If  a  child  or  other  dependent  who  is  not 
allowed  a  personal  exemption  under  this 
provision  has  gross  income  of  less  than  $100 
for  the  year,  the  individual  is  not  subject  to 
tax  on  that  amount  and  is  not  required  to 
file  a  Federal  Income  tax  return  for  that 
year.  Thus,  for  example,  if  a  child's  gross 
income  consists  of  $8S  in  interest  on  a  sav- 
ings account,  there  would  be  no  tax  due  and 
no  return  would  have  to  be  fUed.  If  the 
child's  gross  income  consists  of  $300  of  in- 
terest, the  de  minimis  rule  would  not  apply, 
and  the  tax  would  be  computed  from  the 
first  dollar  of  Uxable  income  (i.e..  without 
subtracting  $100).  As  under  the  present-law 
ZBA  rule  and  the  House  bill,  a  child  or 
other  individual  eligible  to  be  claimed  as  a 
dependent  on  another  person's  return  may 
use  the  standard  deduction  only  to  offset 
earned  income. 

Conference  Agreement 
Exemption  amount.— The  conference 
agreement  increases  the  personal  exemption 
for  each  individual,  the  individual's  spouse, 
and  each  eligible  dependent  to  $1,900  for 
1987,  $1,950  for  1988,  and  $2,000  in  1989.  Be- 
ginning in  1990,  the  $2,000  personal  exemp- 
tion amoimt  will  be  adjusted  for  inflation. 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  in  re- 
pealing the  additional  exemption  for  an  el- 
derly or  blind  individual,  beginning  in  1987. 
(As  described  above,  an  additional  standard 
deduction  amount  is  provided  by  the  confer- 
ence agreement  for  an  elderly  or  blind  indi- 
vidual, beginning  in  1987.) 

P/MMC-ont.- Beginning  in  1988,  the  benefit 
of  the  personal  exemption  is  phased  out  for 
taxpayers  having  taxable  income  exceeding 
specified  levels.  The  income  tax  liability  of 
such  taxpayers  is  increased  by  five  percent 
of  taxable  income  within  certain  ranges. 

This  reduction  in  the  personal  exemption 
benefit  starts  at  the  taxable  income  level  at 
which  the  benefit  of  15-percent  rate  is  total- 
ly phased  out  (see  "Rate  adjustment," 
IA.1.,  above).  For  example,  in  the  case  of 
married  individuals  filing  joint  returns,  in 
1988  the  personal  exemption  phaseout 
begins  at  taxable  income  of  $149,250. 

The  benefit  of  each  personal  exemption 
amount  is  phased  out  over  an  income  range 
of  $10,920  in  1988.  The  phase-out  occurs  se- 
rially; e.g.,  the  phaseout  of  the  benefit  of 
the  second  personal  exemption  on  a  Joint 


return  does  not  begin  until  the  phaseout  of 
the  first  is  complete.  Thus,  in  the  case  of  a 
married  couple  fUing  jointly  who  tiave  two 
children,  in  1988  the  benefit  of  the  four  per- 
sonal exemptions  would  phase  out  over  an 
income  range  of  $43,680  (four  times  $10,920) 
and  would  be  phased  out  completely  at  tax- 
able income  of  $192,930.  In  1989,  the  benefit 
of  each  exemption  would  phase  out  over  an 
income  range  of  $11,200. 

RuUi  for  dependents.— TYie  conference 
agreement  follows  the  Senate  amendment 
in  providing  that  no  personal  exemption 
amoimt  is  allowable  on  the  return  of  an  in- 
dividual who  is  eligible  to  be  claimed  as  a 
dependent  on  another  taxpayer's  return 
(for  example,  on  the  return  of  a  child  who  is 
eligible  to  be  claimed  as  a  dependent  on  the 
return  of  his  or  her  parents). 

As  in  the  present-law  rule  that  the  ZBA 
may  be  used  by  such  a  dependent  individual 
only  to  offset  earned  income,  the  conference 
agreement  generally  follows  the  House  bill 
and  the  Senate  amendment  in  providing 
that  the  standard  deduction  may  be  used  by 
such  a  dependent  individual  only  to  offset 
earned  income.  However,  the  conference 
agreement  liberalizes  this  limitation  (in  lieu 
of  the  $100  de  minimis  rule  in  the  Senate 
amendment)  by  providing  that  for  such  a 
dependent  individual,  the  individual's  stand- 
ard deduction  is  limited  to  the  greater  of  (a) 
$500  (to  be  adjusted  for  inflation  beginning 
in  1989)  or  (b)  the  individual's  earned 
income  up  to  the  basic  standard  deduction 
amount  (in  1988,  $3,000  for  a  single  individ- 
ual). Under  the  conference  agreement,  such 
a  dependent  child  must  file  a  Federal 
income  tax  return  only  if  he  or  she  either 
has  gross  income  exceeding  the  standard  de- 
duction amount  for  such  a  dependent  ctiild 
(i.e.,  the  greater  of  earned  income  or  $500) 
or  has  unearned  income  exceeding  $500. 

These  rules  for  dependents  are  effective 
beginning  in  1987. 
4.  Adtiustments  for  inflation 

Present  Law 
The  dollar  amounts  defining  the  tax  rate 
brackets,  the  ZBA  (standard  deduction),  and 
the  personal  exemption  amount  are  adjust- 
ed annually  for  inflation,  measured  by  12- 
month  periods  ending  September  30  of  the 
prior  calendar  year.  If  the  inflation  adjust- 
ment is  not  a  multiple  of  $10,  the  increase  is 
rounded  to  the  nearest  multiple  of  $10  (sec. 
1(f)). 

House  Bill 
The  House  bill  continues  inflation  adjust- 
ments as  under  present  law,  except  that  the 
12-month  measuring  periods  end  August  31, 
effective  for  taxable  years  l)eglnnlng  on  or 
after  January  1, 1986. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  inflation  adjust- 
ments to  the  rate  brackets,  the  standard  de- 
duction (and  the  $600  or  $750  additional 
standard  deduction  for  elderly  or  blind  indi- 
viduals), and  personal  exemption  amounts 
are  to  be  rounded  down  to  the  nearest  mul- 
tiple of  $50.  The  Senate  amendment  provi- 
sions with  respect  to  the  12-month  measur- 
ing period  and  rounding  down  are  effective 
for  taxable  years  beginning  on  or  after  Jan- 
uary 1, 1987. 

Conference  Agreement 
The   conference   agreement   follows   the 
Senate  amendment. 
S.  Two-earner  deduction 

Present  Law 
Under  present  law,  married  individuals 
filing  a  Joint  return  are  allowed  a  deduction 


equal  to  10  percent  of  the  lesser  of  the 
earned  income  of  the  lower-earning  spouse 
or  $30,000;  the  maximum  deduction  thus  is 
$3,000  (sec.  221). 

House  Bill 
The  two-earner  deduction  is  repealed,  ef- 
fective for  taxable  years  beginning  on  or 
after  January  1, 1986. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  two-earner  de- 
duction is  repealed  effective  for  taxable 
years  beginning  on  or  after  January  1,  1987. 
Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

6.  Income  avera^ng 

Present  Law 
An  eligible  individual  can  elect  to  have  a 
lower  marginal  rate  apply  to  the  portion  of 
the  current  year's  taxable  income  that  is 
more  than  40  percent  higher  than  the  aver- 
age of  his  or  her  taxable  income  for  the 
prior  three  years  (sees.  1301-1305). 
House  Bill 
Income  averaging  is  repealed,  effective  for 
taxable  years  t>eginnlng  on  or  after  January 
1,  1986. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  (1)  income  averaging 
is  retained  for  individuals  who  are  actively 
engaged  in  the  trade  or  business  of  farming 
and  (2)  the  repeal  of  income  averaging  for 
other  individuals   is   effective   for  taxable 
years  l>eginning  on  or  after  January  1,  1987. 
Conference  Agreement 
The   conference   agreement    follows    the 
House  bill,  with  the  modification  that  the 
repeal  of  income  averaging  (for  all  taxpay- 
ers) is  effective  for  taxable  years  beginning 
on  or  after  January  1, 1987. 

B.  Earned  Income  Credit 
Present  Law 
Eligible  individuals  with  one  or  more  chil- 
dren are  allowed  a  refundable  inc»me  tax 
credit  of  11  percent  of  the  first  $5,000  of 
earned  income  (maximum  credit  of  $550). 
The  amount  of  the  credit  is  reduced  if  the 
individual's  income  exceeds  $6,500,  and  no 
credit  is  available  for  individuals  with 
income  of  $11,000  or  more  (sec.  32). 

To  relieve  eligible  Individuals  of  the 
burden  of  computing  the  amount  of  credit 
to  be  claimed  on  their  returns,  the  IRS  pub- 
lishes tables  for  determining  the  credit 
amount.  Eligible  individuals  may  receive  the 
t>enefit  of  the  credit  in  their  paychecks 
throughout  the  year  by  electing  advance 
payments  (sec.  3507). 

House  Biil 
The  House  bill  increases  the  earned 
income  credit  to  14  percent  of  the  first 
$5,000  of  earned  income  (maximum  credit  of 
$700),  effective  for  taxable  years  beginning 
on  or  after  January  1.  1986. 

The  income  level  at  which  the  credit  is 
completely  phased  out  is  raised  to  $13,500, 
effective  for  taxable  years  beginning  on  or 
after  January  1,  1986.  These  income  phase- 
out  levels  are  raised  to  $9,000/$16,000  for 
taxable  years  beginning  on  or  after  January 
1, 1987. 

Under  the  House  bill,  the  maximum 
amount  of  the  credit  and  the  phaseout 
income  range  are  adjusted  for  inflation  oc- 
curring after  the  12-month  period  ending  on 
August  31,  1984.  Thus,  for  example,  the 
ytinr<tniim  eamod  income  eligible  for  the 
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credit  beginning  in  1986  is  to  equal  $5,000  as 
adjusted  for  innation  between  August  31. 
1084  and  August  31. 1985. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  Increase  in  the 
credit  rate  to  14  percent  and  the  higher 
phase-out  range  of  $6,500/113.500  are  effec- 
tive for  taxable  years  beginning  on  or  after 
January  1.  1987.  and  except  that  the  income 
phase-out  range  is  raised  to  $10.000/$17,000 
effective  for  taxable  years  beginning  on  or 
after  January  1. 1988. 

Also,  the  Senate  amendment  directs  that 
Treasury  regulations  are  to  require  employ- 
ers to  notify  (at  such  time  and  in  such 
manner  as  prescribed  in  such  regulations) 
employees  whose  wages  are  not  subject  to 
income  tax  withholding  that  they  may  be 
eligible  for  the  refundable  earned  income 
credit. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  except  that  (1)  the  base 
against  which  the  increased  14-percent 
credit  applies  is  raised  to  $5,714  ■  (increasing 
the  maximmn  credit  to  $800).  and  (2)  the 
income  phase-out  levels,  effective  for  tax- 
able years  starting  on  or  after  January  1. 
1988.  are  raised  to  $9.000/$17.000.  Also,  the 
conference  agreement  clarifies  that  the 
notice  that  must  be  given  by  an  employer  to 
employees  whose  wages  are  not  subject  to 
withholding  does  not  have  to  be  given  to 
employees  whose  wages  are  exempt  from 
withholding  pursuant  to  Code  section 
3403(n)  (this  exemption  applies,  for  exam- 
ple, in  the  case  of  high  school  or  college  stu- 
dents who  have  summer  jobs). 

C  Ezcliuioiu  from  Income 
1.  UncaipioyBient  compensation 
Present  Law 

Present  law  provides  a  limited  exclusion 
from  gross  income  for  unemployment  com- 
pensation benefits  received  under  a  Federal 
or  State  program  (sec.  85).  If  the  sum  of  the 
taxpayer's  unemployment  compensation 
benefits  and  AGI  does  not  exceed  a  base 
amount,  then  the  entire  benefit  amount  is 
excluded  from  income.  The  base  amount  is 
$12,000  in  the  case  of  an  uiunarried  individ- 
ual; $18,000,  in  the  case  of  married  individ- 
uals filing  a  Joint  return;  and  zero,  in  the 
case  of  married  individuals  filing  separate 
returns. 

If  the  base  amount  is  exceeded,  then  the 
amount  of  unemployment  compensation 
benefits  that  is  includible  in  gross  income 
equals  the  lesser  of  (1)  one-half  of  the 
excess  of  the  taxpayer's  combined  income 
(modified  AGI  plus  benefits)  over  the  base 
amount,  or  (2)  the  amount  of  the  imemploy- 
ment  compensation  benefits. 
House  BiU 

Under  the  House  bill,  all  unemployment 
compensation  tienefits  are  includible  in 
gross  income,  effective  for  amounts  received 
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■  XTnder  the  conference  acreement.  the  income 
:  eligible  for  the  credit  and  the  phase-out  start- 
Inc  point  are  adjusted  for  Inflation  occurring  after 
the  12-month  period  ending  on  August  31.  1984. 
Thus,  for  example,  the  "»«»'""""  amount  of  earned 
Income  eligible  for  the  credit  beginning  in  1M7  will 
equal  15.714  as  adjusted  for  inflation  between 
AttCiwt  31.  1984  and  August  31.  1986.  These  adjust- 
ments are  not  subject  to  the  tSO  rounding-down 
rule  otherwise  applicable  under  the  conference 
agreement  to  inflation  adjustments.  Instead,  as 
under  the  genermUy  applicable  inflation  adjustment 
rule  of  present  law.  any  inflation  adjustment  relat- 
ing to  the  credit  that  Is  not  a  multiple  of  $10  will  be 
rounded  to  the  nearest  multiple  of  tlO. 


the 


ex- 


after  December  31,  1986,  in  taxable  years 
ending  after  that  date. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 

The   conference    agreement    follows 
House  bill  and  the  Senate  amendment. 
2.  Scholarships  and  fellowships 
Present  Law 

In  general.— Present  law  provides  an 
elusion  from  gross  income  for  (1)  amoimts 
received  as  a  scholarship  at  an  educational 
institution  (described  in  sec. 

170(b)(lKA)(ii)).  or  as  a  feUowship  grant, 
and  (2)  incidental  amounts  received  and 
spent  for  travel,  research,  clerical  help,  or 
equipment  (sec.  117). 

In  the  case  of  an  Individual  who  is  not  a 
candidate  for  a  degree,  the  exclusion  applies 
only  if  the  grantor  of  the  scholarship  or  fel- 
lowship is  a  tax-exempt  organization,  inter- 
national organization,  or  government 
agency,  and  the  amount  of  the  exclusion  is 
limited  to  (1)  $300  per  month  up  to  a  maxi- 
mum lifetime  exclusion  of  $10,800  plus  (2) 
the  amount  of  incidental  expenses  for 
travel,  research,  clerical  help,  or  equipment. 

An  educational  institution  is  described  in 
section  170(bKl)(A)(ii)  if  it  normally  main- 
tains a  regular  faculty  and  curriculum  and 
normally  has  a  regularly  enrolled  body  of 
pupils  or  students  in  attendance  at  the  place 
where  its  educational  activities  are  regularly 
carried  on.  This  definition  encompasses  pri- 
mary and  secondary  schools,  colleges  and 
universities,  and  technical  schools,  mechani- 
cal schools,  and  similar  Institutions,  but  not 
noneducational  institutions.  on-the-job 
training,  correspondence  schools,  night 
schools,  and  so  forth  (Reg.  sees.  I.117-3(b), 
1.151-3(0).  The  term  candidate  for  a  degree 
means  (1)  an  undergraduate  or  graduate 
student  at  a  college  or  university  who  is  pur- 
suing studies  or  conducting  research  to  meet 
the  requirements  for  an  academic  or  profes- 
sional degree  and  (2)  a  student  who  receives 
a  scholarship  for  study  at  a  secondary 
school  or  other  educational  institution  (Reg. 
sec.  1.117-3(e)). 

Payments  for  services.— In  general, 
amounts  paid  to  an  individual  to  enable  pur- 
suit of  studies  or  research  are  not  excluda- 
ble from  income  if  they  represent  compen- 
sation for  past,  present,  or  future  services, 
or  if  the  studies  or  research  are  primarily 
for  the  benefit  of  the  grantor  or  are  under 
the  direction  or  supervision  of  the  grantor.* 
In  the  case  of  degree  candidates,  the  statute 
specifically  provides  that  the  exclusion  does 
not  apply  to  any  portion  of  an  otherwise 
qualifying  scholarship  or  fellowship  grant 
that  represents  payment  for  teaching,  re- 
search, or  other  services  in  the  nature  of 
part-time  employment  required  as  a  condi- 
tion of  receiving  the  scholarship  or  fellow- 
ship grant.  However,  an  exception  permits 
the  exclusion  for  payments  for  services  if  all 
candidates  for  a  particular  degree  must  per- 
form such  services. 

Federal  grants.— Under  another  exception, 
grants  received  under  a  Federal  program  re- 
quiring the  recipient  to  perform  future  serv- 
ices as  a  Federal  employee  nonetheless  are 
excludable  to  the  extent  used  for  tuition 
and  required  fees,  books,  supplies,  and 
equipment. 


•Treas.  Reg.  sec.  1.117-4(cHl);  BingUr  v.  John- 
son, 394  D.S.  741  (1969)  (describing  scholarships 
and  fellowships  as  "relatively  disinterested,  'no 
strings'  education  grants,  with  no  requirement  of 
any  substantial  quid  pro  quo  from  the  recipients"). 


House  Bill 

In  general.— The  House  bill  limits  the  sec- 
tion 117  exclusion  for  scholarships  or  fel- 
lowship grants  (1)  to  a  scholarship  or  fel- 
lowship grant  received  by  an  individual  who 
is  a  candidate  for  a  degree  at  an  educational 
institution  (described  in  sec. 

170(b)(l)(A)(ii)),  and  (2)  to  the  amount  of 
the  scholarship  or  fellowship  grant  received 
by  the  degree  candidate  that  Is  required  to 
be  used,  and  in  fact  is  used,  for  tuition  and 
course-required  fees,  books,  supplies,  and 
equipment  ("course-related  expenses").  Any 
other  amount  of  a  scholarship  or  fellowship 
grant  received  by  a  degree  candidate  (for  ex- 
ample, amounts  for  room,  board,  or  inciden- 
tal expenses)  is  includible  in  gross  income, 
as  is  the  full  amount  of  any  scholarship  or 
fellowship  grant  received  by  an  individual 
who  is  not  a  degree  candidate.  The  repeal  of 
the  exclusion  in  the  case  of  nondegree  can- 
didates does  not  affect  whether  the  section 
127  exclusion  may  apply  to  employer-pro- 
vided educational  assistance  to  nondegree 
candidates,  or  whether  unreimbursed  educa- 
tional expenses  of  some  nondegree  candi- 
dates may  be  deductible  as  trade  or  business 
expenses  if  the  requirements  of  section  162 
are  met. 

Payments  for  services.— The  House  bill  re- 
peals the  exception  under  present  law  per- 
mitting scholarship  or  fellowship  grants  re- 
ceived by  degree  candidates  representing 
payment  for  services  to  be  excludable  under 
section  117  if  all  candidates  for  the  particu- 
lar degree  are  required  to  perform  such 
services.  Thus,  under  the  House  bUl,  the 
general  rule  applies  requiring  inclusion  in 
gross  income  and  wages  of  amounts  received 
that  represent  payment  for  services  re- 
quired as  a  condition  of  receiving  the  grant. 
This  inclusion  rule  applies  both  to  such 
grants  received  in  cash  and  to  amoimts  (rep- 
resenting payment  for  services)  by  which 
the  tuition  of  the  person  who  performs  serv- 
ices is  reduced,  whether  or  not  pursuant  to 
a  tuition  reduction  plan  described  in  section 
117(d). 

Federal  grants.— The  House  bill  also  re- 
peals the  present-law  exception  permitting 
the  exclusion  of  certain  Federal  grants 
under  section  117  even  though  the  recipient 
is  required  to  perform  future  service  as  a 
Federal  employee.  Thus,  to  the  extent  the 
amoimt  received  r^resents  payments  for 
past,  present,  or  future  services  required  to 
be  performed  as  a  condition  of  the  grant, 
then  the  amount  received  is  not  excludable 
under  the  House  bill. 

Effective  date.— These  provisions  are  ef- 
fective for  scholarships  and  fellowships 
granted  after  September  25, 1985. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill,  with  a  modification  to  the  defini- 
tion of  a  qualified  scholarship  or  fellowship 
grant  ("qualified  scholarship")  and  a  modi- 
fication to  the  effective  date.  The  exclusion 
as  allowed  under  the  conference  agreement 
for  an  otherwise  qualified  scholarship  is  not 
limited  to  a  grant  that  by  its  express  terms 
is  required  to  be  used  for  tuition  and  course- 
related  expenses.  Instead,  the  amount  of  an 
otherwise  qualified  scholarship  received  by 
a  degree  candidate  is  excludable  (taking  into 
account  the  amount  of  any  other  grant  to 
the  individual  eligible  for  exclusion)  up  to 
the  aggregate  amount  incurred  by  the  can- 
didate for  tuition  and  course-related  ex- 
penses during  the  period  to  which  the  grant 
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applies,  provided  that  the  terms  of  the 
grant  do  not  earmark  or  designate  its  use 
for  other  purposes  (such  as  room  or  board) 
and  do  not  specify  that  the  grant  cannot  be 
used  for  tuition  or  course-related  expenses. 
The  conference  agreement  clarifies  that  in 
the  case  of  individuals  other  than  students 
attending  a  primary  or  secondary  school  or 
pursuing  a  degree  at  a  college  or  university, 
the  term  candidate  for  a  degree  means  a 
student  (whether  full-time  or  part-time) 
who  receives  a  scholarship  for  study  at  an 
educational  institution  (described  in  sec. 
170(bXl)(A)(U))  that  (1)  provides  an  educa- 
tional program  that  is  acceptable  for  full 
credit  toward  a  bachelor's  or  higher  degree, 
or  offers  a  program  of  training  to  prepare 
students  for  gainful  employment  in  a  recog- 
nized occupation,  and  (2)  is  authorized 
under  Federal  or  State  law  to  provide  such  a 
program  and  is  accredited  by  a  nationally 
recognized  accreditation  agency. 

The  amendments  made  by  the  conference 
agreement  are  effective  for  taxable  years 
beginning  on  or  after  January  1,  1987, 
except  that  present  law  continues  to  apply 
to  scholarships  and  fellowships  granted 
before  August  17.  1986.  Under  this  rule,  in 
the  case  of  a  scholarship  or  fellowship 
granted  after  August  16,  1986  and  before 
January  1,  1987,  any  amount  of  such  schol- 
arship or  fellowship  grant  that  is  received 
prior  to  January  1,  1987  and  is  attributable 
to  expenditures  incurred  prior  to  January  1, 
1987  (such  as  tuition,  room,  and  board  at- 
tribuUble  to  the  period  prior  to  January  1, 
1987)  is  eligible  for  the  present-law  exclu- 
sion under  section  117. 

The  conference  agreement  also  clarifies 
that  only  for  purposes  of  the  rule  that  a 
child  eligible  to  be  claimed  as  a  dependent 
on  the  return  of  his  or  her  parents  may  use 
the  standard  deduction  only  to  offset  the 
greater  of  $500  or  earned  income  (see  I.A.3., 
above),  any  amount  of  a  noncompensatory 
scholarship  or  fellowship  grant  that  is  in- 
cludible in  gross  income  as  a  result  of  these 
amendments  to  section  117  (including  the 
repeal  of  any  section  117  exclusion  for  non- 
degree  candidates)  constitutes  earned 
income.  (Amounts  received  as  payment  for 
teaching  or  other  services  also  constitute 
earned  income.) 
3.  Prixes  and  awarda 

Present  Law 

Scientific,  etc.  achievement  awards.— 
Prizes  and  awEU-ds  received  by  the  taxpayer, 
other  than  scholarships  and  fellowship 
grants  excludable  under  section  117,  gener- 
ally are  includible  in  gross  income  (sec. 
74(a)).  However,  a  limited  exclusion  applies 
for  prizes  and  awards  (other  than  scholar- 
ships or  fellowship  grants)  received  for 
achievements  in  fields  such  as  the  sciences, 
charity,  or  the  arts,  but  only  if  the  recipient 

(1)  has  not  applied  specifically  for  the  prize 
or  award  (e.g.,  by  entering  a  contest),  and 

(2)  is  not  required  to  render  services  as  a 
condition  of  receiving  it  (sec.  74(b)). 

Employee  atoardi.— Section  61  provides 
that  "gross  income  means  all  income  from 
whatever  source  derived,"  including  com- 
pensation for  services  whether  in  the  form 
of  cash,  fringe  benefite,  or  similar  items. 
However,  an  item  transferred  from  an  em- 
ployer to  an  employee,  other  than  a  prize  or 
award  that  is  includible  under  section  74, 
may  be  excludable  from  gross  income  If  it 
qualifies  as  a  gift  under  section  102. 

The  U.S.  Supreme  Court,  in  a  case  involv- 
ing payments  made  "in  a  context  with  busi- 
ness overtones,"  has  defined  excludable 
gifts  as  payments  made  out  of  "detached 
and  disinterested  generosity"  and  not  in 


return  for  past  or  future  services  or  from 
motives  of  anticipated  benefit  (Comm'r  v. 
Duberstein.  363  U.S.  278  (I960)).  Under  this 
standard,  the  Court  said,  transfers  made  in 
connection  with  employment  constitute 
gifts  only  in  the  "extraordinary"  instance. 

If  an  award  to  an  employee  constitutes  a 
gift  excludable  from  income  under  section 
102,  the  employer's  deduction  is  limited  pur- 
suant to  section  274(b).  That  provision  gen- 
erally disallows  business  deductions  for  gifts 
to  the  extent  that  the  total  cost  of  all  gifts 
of  cash,  tangible  personal  property,  and 
other  items  to  the  same  individual  from  the 
taxpayer  during  the  taxable  year  exceeds 
$25.  Under  an  exception  to  the  $25  limita- 
tion, the  ceUing  on  the  deduction  is  $400  in 
the  case  of  an  excludable  gift  of  an  item  of 
tangible  personal  property  awarded  to  an 
employee  for  length  of  service,  safety 
achievement,  or  productivity.  In  addition, 
the  ceiling  on  the  employer's  business  gift 
deduction  is  $1,600  for  an  excludable  em- 
ployee award  for  such  purposes  when  pro- 
vided under  a  qualified  award  plan,  if  the 
average  cost  of  all  plan  awards  in  the  year 
does  not  exceed  $400. 

Section  132(e)  excludes  from  income  cer- 
tain de  minimis  fringe  benefits,  i.e.,  any 
property  or  service  the  value  of  which  is  so 
small  (taking  into  account  the  frequency 
with  which  similar  fringes  are  provided  by 
the  employer  to  the  employer's  employees) 
as  to  make  accounting  for  it  unreasonable 
or  administratively  impracticable. 
Hoitse  Bill 
Scientific,  etc  achievement  awords.— The 
House  bill  repeals  the  limited  exclusion 
under  present  law  (sec.  74(b))  for  prizes  or 
awards  for  scientific,  etc.  achievement, 
except  where  the  recipient  assigns  the  prize 
or  award  to  a  governmental  unit  (sec. 
170(c)(1))  or  tax-exempt  chariUble  organi- 
zation (sec.  170(cK2)).  If  a  qualifying  assign- 
ment is  made,  the  prize  or  award  is  not  in- 
cluded In  the  winner's  gross  income,  and  no 
charitable  deduction  is  allowed  to  the 
winner  or  to  the  payor.  This  provision  is  ef- 
fective for  taxable  years  beginning  after  De- 
cember 31, 1985. 

Employee  awards.— Under  the  House  bill, 
employee  awards  are  not  excludable  from 
the  recipient's  income  either  under  section 
74  or  imder  section  102.  (In  conformity  with 
this  rule,  the  present-law  deduction  limita- 
tion provisions  in  sec.  274(b)  are  repealed.) 
The  committee  report  clarifies  that  employ- 
ee awards  of  low  value  (such  as  certain  tra- 
ditional retirement  gifts)  are  excludable  if 
qualifying  as  de  minimis  fringe  benefits  as 
defined  in  section  132(e). 

This  provision  is  effective  for  taxable 
years  beginning  after  E>ecember  31, 1985. 
Senate  Amendment 
Scientific  etc  achievement  awards.— The 
Senate  amendment  is  the  same  as  the  House 
bill,  except  that  the  provision  is  effective 
for  taxable  years  beginning  after  December 
31. 1986. 

Employee  atoards.— Under  the  Senate 
amendment,  employee  awards  of  tangible 
personal  property  for  length  of  service  or 
safety  achievement  are  excludable  by  the 
employee  from  gross  income  for  income  tax 
purposes,  and  are  deductible  by  the  employ- 
er, to  the  extent  that  during  the  year  the 
aggregate  cost  of  awards  (safety  and  length 
of  service)  made  to  the  same  employee  does 
not  exceed  $1,600  for  all  awards  and  $400 
for  all  awards  that  are  not  qualified  plan 
awards,  subject  to  certain  additional  re- 
quirements, limitations,  and  compuUtlon 
rules.  To  the  extent  that  the  new  exclusion 


does  not  apply,  all  prizes  or  awards  by  em- 
ployers to  employees  are  Includible  in  gross 
income  other  than  (as  under  the  House  bill) 
items  of  low  value  that  are  excludable  as  de 
minimis  fringe  benefits  (as  defined  in  sec. 
132(e)).  The  latter  term  would  include,  for 
example,  (1)  a  pin  or  similar  item  with  a 
value  of  $15  awarded  to  an  employee  on 
Joining  a  business,  on  completing  six 
months'  employment,  or  on  completing  a 
probationary  employment  period,  and  (2)  a 
traditional  retirement  gift  presented  to  an 
employee  on  his  or  her  retirement  after 
completing  lengthy  service.  The  new  em- 
ployee achievement  award  exclusion  is  not 
available  for  any  award  made  by  a  sole-pro- 
prietorship to  the  sole-proprietor. 

This  provision  is  effective  for  taxable 
years  beginning  after  December  31, 1986. 

Conference  Agreement 
Scientific,  etc.  achievement  awards.— The 
conference  agreement  follows  the  Senate 
amendment,  effective  for  such  awards  made 
after  December  31.  1986. 

Employee  awards.— The  conference  agree- 
ment follows  the  Senate  amendment,  with  a 
modification  that  an  employee  award  is  ex- 
cludable from  wages  for  employment  tax 
purposes  and  from  the  social  security  bene- 
fit base  to  the  same  extent  that  the  award  Is 
excludable  under  the  conference  agreement 
from  gross  income  for  income  tax  purposes. 
The  conference  agreement  is  effective  for 
such  awards  made  after  December  31,  1986. 

D.  Deductioni  for  Personal  Expenditure* 

1.  Itemized  dcductiona  for  certain  State  and  local 
taxes 

Present  Law 
Individuals  may  claim  itemized  deductions 
with  respect  to  the  following  State  and  local 
taxes:  income  taxes,  real  property  taxes, 
personal  property  taxes,  and  general  sales 
taxes  (sec.  164).  Other  SUte  and  local  taxes 
and  foreign  taxes  generally  are  deductible 
by  individuals  if  incurred  in  a  business  or  In 
an  income-producing  (investment)  activity, 
including  such  taxes  that  are  allocable  to  a 
purchase  or  disposition  of  property  and 
thus  otherwise  would  have  to  be  added  to 
liasis  on  purchase  or  applied  to  reduce  gain 
on  disposition.  However,  specific  Code  provi- 
sions (such  as  sees.  189  and  263)  may  require 
capitalization  of  certain  taxes. 

House  BiU 

No  provision. 

Senate  Amendment 

Under  the  Senate  amendment,  the  item- 
ized deduction  for  State  and  local  general 
sales  taxes  paid  or  accrued  during  a  year  is 
limited  to  60  percent  of  the  excess  of  such 
taxes  over  the  amount  of  State  and  local 
income  taxes  paid  or  accrued  by  the  taxpay- 
er during  the  year.  No  change  is  made  in 
the  itemized  deductions  for  State  and  local 
income,  real  property,  and  personal  proper- 
ty taxes. 

The  Senate  amendment  also  provides  that 
State,  local,  or  foreign  taxes  (other  than 
real  property  taxes  or  certain  other  speci- 
fied taxes)  that  are  incurred  in  a  trade  or 
business  (or  in  a  section  212  activity)  in  con- 
nection with  the  acquisition  or  disposition 
of  property  are  not  deductible.  Instead,  such 
taxes  are  to  be  treated,  respectively,  as  part 
of  the  cost  of  the  property  on  acquisition  or 
as  a  reduction  in  the  amount  realized  on  dis- 
position. 

These  provisions  are  effective  for  taxable 
years  beginning  on  or  after  January  1.  1987. 
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Conjerence  Agreement 
Under  the  conference  agreement,  the 
Itemized  deduction  for  State  and  local  sales 
taxes  to  repealed.  The  conference  agreement 
foUowB  the  Senate  amendment  with  respect 
to  capttallzaUon  of  certain  taxes.  (Thus,  for 
example,  the  amount  of  sales  tax  paid  by  a 
business  on  acquisition  of  depreciable  prop- 
erty for  use  in  the  business  Is  treated  under 
the  conference  agreement  as  part  of  the 
cost  of  the  acquired  property  for  deprecia- 
tion purposes.)  These  provisions  are  effec- 
tive for  taxable  years  beginning  on  or  after 
January  1. 1987. 

1.  Charitable  dedactioii  for  nonitemiiera 
Present  Law 
Beginning  in  1982,  nonitemizers  have  been 
allowed  a  deduction  for  charitable  contribu- 
tions in  addition  to  the  ZBA  (standard  de- 
duction) (sec.  170(1)).  The  maximum  chari- 
table deduction  for  nonitemizers  was  $25  for 
1982  and  1983,  and  $75  for  1984.  For  1985.  50 
percent  of  the  amount  contributed  was  de- 
ductible, without  a  dollar  cap.  For  1986.  the 
full  amount  of  contributions  is  deductible, 
subject  to  the  limitations  and  other  rules 
generally  applicable  to  charitable  deduc- 
tions for  itemizers. 

Under  present  law,  no  deduction  (beyond 
the  standard  deduction)  is  provided  for 
charitable  contributions  by  nonitemizers 
made  after  1986. 

HovaeBiU 
The  nonitemizer  charitable  deduction  is 
made  permanent.  Also,  the  House  bill  modi- 
fies the  deduction  by  providing  that,  for 
taxable  years  beginning  after  December  31, 
1985.  the  deduction  is  subject  to  a  $100 
floor. 

Senate  Amendment 

No  provtoion. 

Conference  Agreement 

The  conference  agreement  does  not  in- 
clude the  House  bill  provision.  Thus,  pursu- 
ant to  present  law.  the  nonitemizer  charita- 
ble deduction  terminates  for  contributions 
made  after  December  31, 1986. 
3.  Medical  ezpenae  iMuction 

Present  Law 

Floor  under  deduction.— Itemizers  may 
deduct  unreimbursed  medical  care  expenses 
to  the  extent  the  total  of  such  expenses  ex- 
ceeds five  percent  of  the  taxpayer's  adjusted 
gross  income  (AGI)  (sec.  213). 

CajHtal  expenditures.— Treasury  regula- 
tions provide  that  the  total  cost  of  an  unre- 
tmbuned  capital  expenditure  may  be  de- 
ductible in  the  year  of  acquisition  as  a  medi- 
cal expense  if  its  primary  purpose  is  medical 
care.  In  addition,  the  cost  of  a  permanent 
improvement  to  property  that  ordinarily 
would  not  have  a  medical  purpose  may  be 
deductible  as  a  medical  expense  if  directly 
related  to  prescribed  medical  care,  but  only 
for  any  portion  of  the  cost  that  exceeds  the 
increased  value  of  the  property  attributable 
to  the  improvement.  Related  operating  and 
maintenance  costs  also  may  be  deducted 
provided  that  the  medical  reason  for  the 
capital  expenditure  continues  to  exist. 
Under  these  rules,  eligible  medical  expenses 
Include  the  additional  costs  of  modifying  an 
automobile  to  accommodate  wheelchair  pas- 
sengers, and  certain  capital  expenditures  to 
accommodate  a  residence  to  a  handicapped 
bKUviduaL 

House  Ba 
No  provision. 

Senate  Amendment 
Floor  under  deduction.— The  floor  under 
the  Itemized  medical  expense  deduction  to 
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increased  from  five  to  approximately  nine 
percent  of  the  taxpayer's  AGI,  effective  for 
taxable  years  beginning  on  or  after  January 
1,  1987. 

Capital  experiditures.—The  committee 
report  clarifies  that  the  full  costs  of  speci- 
fied capital  expenditures  Incurred  to  accom- 
modate a  personal  residence  to  the  needs  of 
a  physically  handicapped  individual,  such  as 
construction  of  entrance  ramps  or  widening 
of  doorways  to  allow  use  of  wheelchairs, 
constitute  medical  expenses  eligible  for  the 
deduction. 

Conference  Agreement 
Floor  under  deduction.— The  conference 
agreement  follows  the  Senate  amendment, 
except  that  the  floor  under  the  itemized 
medical  expense  deduction  Is  increased  from 
five  to  7.5  percent  of  the  taxpayer's  AGI. 

Capital  expenditures.— The  conferees 
intend  to  reaffirm  that  the  full  costs  of 
specified  capital  expenditures  incurred  to 
accommodate  a  personal  residence  to  the 
needs  of  a  physically  handicapped  individ- 
ual, such  as  construction  of  entrance  ramps 
or  widening  of  doorways  to  allow  use  of 
wheelchairs,  constitute  medical  expenses  el- 
igible for  the  deduction,  as  described  in  the 
Senate  Finance  Committee  Report. 

4.  Adoption  expenaea 

Present  Law 

An  itemized  deduction  is  allowed  for  up  to 
$1,500  of  adoption  fees  and  expenses  (such 
as  court  costs  and  attorneys'  fees)  for  the 
adoption  of  a  chUd  with  special  needs,  i.e.,  a 
handicapped  or  other  chUd  eligible  for 
adoption  asstotance  payments  under  the 
Social  Security  Act  (sec.  222). 
House  Bill 

The  House  bill  repeals  the  Itemized  adop- 
tion expense  deduction,  generally  effective 
for  adoption  expenses  paid  after  1986. 
Present  law  continues  to  apply  in  1987  for 
adoptions  as  to  which  deductible  expenses 
were  incurred  in  1986. 

In  addition,  the  House  bill  amends  the 
adoption  assistance  program  in  Title  IV-E  of 
the  Social  Security  Act  to  provide  matching 
funds  as  an  administrative  expense  for 
adoption  expenses  for  any  child  with  special 
needs  who  has  been  placed  for  adoption  In 
accordance  with  applicable  State  and  local 
law.  Such  expenses  include  all  qualified 
adoption  expenses  to  which  the  present-law 
tax  deduction  provision  applies.  The  effec- 
tive date  of  amending  the  adoption  assist- 
ance program  is  coordinated  with  repeal  of 
the  deduction. 

Senate  Amendment 

No  provtoion. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  in  repealing  the  itemized  adop- 
tion expense  deduction  and  amending  the 
adoption  assistance  program  in  Title  IV-E  of 
the  Social  Security  Act,  with  the  modifica- 
tion that  these  provisions  are  effective,  re- 
spectively, for  taxable  years  beginning  on  or 
after  January  1,  1987  and  for  expenditures 
made  after  December  31, 1986. 

5.  Deductibility  of  mortgage  interest  and  taxes  al- 

locable to  tax-free  allowances  for  ministers 
and  military  personnel 

Present  Law 
The  IRS  has  ruled  that  a  minister  may 
not  deduct  mortgage  interest  and  property 
taxes  allocable  to  a  parsonage  allowance 
that  to  excludable  from  gross  income  under 
Code  section  107  (Rev.  Rul.  83-3,  1983-1  C.B. 
72).  Thto  nUing  was  based  on  section  265(1), 
which  disallows  deductions  for  expenses  al- 


locable to  tax-exempt  income.  Thto  ruling 
applied  effective  July  1,  1983,  subject  to 
transitional  relief  (extended  through  1986) 
for  mintoters  owning  homes  before  1983. 

House  Bill 
The  House  bill  provides  a  permanent  rule 
(effective  retroactively)  that  mintoters  re- 
ceiving excludable  parsonage  allowances,  as 
well  as  military  personnel  receiving  excluda- 
ble military  housing  allowances,  are  not  pre- 
cluded by  Code  section  265  from  deducting 
mortgage  interest  or  real  property  taxes  on 
their  residence. 

Senate  Amendment 
The  Senate  amendment  to  the  same  as  the 
House  bill,  with  a  clarification  that  military 
personnel  means  memt>ers  of  the  Army, 
Navy,  Air  Force,  Marine  Corps,  Coast 
Guard,  National  Oceanic  and  Atmospheric 
Admintotration,  and  Public  Health  Service. 

Conference  Agreement 
The  conference  agreement  to  the  same  as 
the  House  bill  and  the  Senate  amendment, 
with  the  Senate  amendment  clarification 
that  defines  military  personnel. 

E.  Expenses  for  Business  or  Investment 
1.  Meals,  travel,  and  entertainment  expenses 
a.  Meal  expenses 

Present  Law 

Food  and  beverage  expenses  that  consti- 
tute ordinary  and  necessary  business  ex- 
penses generally  are  deductible  if  the  meal 
talces  place  in  an  atmosphere  conducive  to 
business  discussion,  whether  or  not  business 
to  discussed  before,  during,  or  after  the  meal 
(sec.  274(e)(1)).  In  contrast  to  the  rules  for 
deducting  other  entertainment  expenses 
(see  item  b.,  below),  the  taxpayer  need  not 
also  establtoh  that  such  meal  ex[>enses  are 
either  directly  related  to  or  associated  with 
the  active  conduct  of  a  trade  or  business.  No 
deduction  to  allowed  for  personal,  family,  or 
living  expenses  (sec.  262),  or  for  otherwise 
deductible  traveling  expenses  (including 
meato)  that  are  lavtoh  and  extravagant 
under  the  circumstances  (sec.  162(a)(2)). 

Present  law  (sec.  274(d))  imposes  specific 
substantiation  requirements  as  a  condition 
for  deductibility  of  (1)  traveling  expenses 
(including  meato  and  lodging  while  away 
from  home);  (2)  expenses  with  respect  to  en- 
tertainment, amusement,  or  recreation  ac- 
tivities or  facilities;  (3)  business  gifts;  and 
(4)  expenses  with  respect  to  Itoted  property 
(as  defined  in  sec.  280F(d)(4)).  To  deduct 
such  expenses,  the  taxpayer  must  substanti- 
ate by  adequate  records,  or  sufficient  evi- 
dence corroborating  the  taxpayer's  state- 
ment, (1)  the  amount  of  the  expense  or 
item:  (2)  the  time  and  place  of  the  travel, 
entertainment,  amusement,  recreation,  or 
use  of  the  facility  or  property,  or  the  date 
and  description  of  the  gift;  (3)  the  business 
purpose  of  the  expense  or  other  item;  and 
(4)  the  business  relationship  to  the  taxpayer 
of  persons  entertained,  using  the  facility  or 
property,  or  receiving  the  gift.  A  business 
entertainment  expenditure  that  to  deducti- 
ble only  if  directly  related  to  or  associated 
with  the  active  conduct  of  the  taxpayer's 
trade  or  business  must  be  substantiated  as 
provided  in  Treas.  Reg.  sec.  1.274-5(bK4). 

To  meet  the  adequate  records  standard, 
documentary  evidence  (such  as  receipts  or 
paid  bilto)  to  required  for  any  expenditure  of 
$25  or  more  (except  certain  transportation 
charges).  The  Congress  has  emphasized  that 
no  deductions  for  expenditures  subject  to 
substantiation  under  section  274(d)  are  al- 
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lowable pursuant  to  the  Cohan  approxima- 
tion rule.» 

Hovae  BiU 
Reduction  rute.— The  bill  generally  re- 
duces to  80  percent  the  amount  of  any  de- 
duction otherwise  allowable  for  meal  ex- 
penses, including  meals  away  from  home 
and  meals  furnished  on  an  employer's  prem- 
ises to  its  employees  (whether  or  not  such 
meals  are  excludable  from  the  employee's 
gross  Income  under  sec.  119).  The  bill  pro- 
vides exceptions  allowing  full  deductibility 
for  (1)  reimbursed  meal  expenses  (in  which 
case  the  employer  or  person  making  the  re- 
imbursement is  subject  to  the  80-percent 
rule);  (2)  employer-furnished  meals  that  are 
excludable  from  the  employee's  gross 
income  as  de  minimis  fringes  under  Code 
section  132(e)  (including  meals  at  certain 
eating  facilities  excludable  under  sec. 
132(e)(2)>;  (3)  meals  fully  taxed  to  the  recip- 
ient as  compensation;  and  (4)  items  sold  to 
the  public  (such  as  expenses  incurred  by 
restaurants  or  dinner  theaters  for  food  or 
entertainment  provided  to  their  customers), 
or  furnished  to  the  public  as  samples  or  for 
promotion  (such  as  expenses  incurred  by  a 
hotel  in  furnishing  complimentary  lodging 
to  potential  customers).  A  restaurant  or  ca- 
tering firm  may  deduct  100  percent  (rather 
than  80  percent)  of  its  costs  for  food  and 
beverage  items,  purchased  in  connection 
with  preparing  and  providing  meals  to  its 
paying  customers,  that  are  consumed  at  the 
work  site  by  employees  of  the  restaurant  or 
caterer. 

Busineis-connection  requirement— The 
House  bill  also  provides  that  deductions  for 
meals  are  subject  to  the  same  business-con- 
nection requirement  as  applies  under 
present  law  (sec.  274(a))  for  other  entertain- 
ment expenses  (see  item  E.l.b.,  below). 
Thus,  a  food  or  beverage  expense  is  not  de- 
ductible unless  the  taxpayer  establishes 
that  the  item  was  directly  related  to  the 
active  conduct  of  the  taxpayer's  trade  or 
business,  or,  in  the  case  of  an  item  directly 
preceding  or  following  a  substantial  and 
bona  fide  business  discussion  (including 
business  meetings  at  a  convention  or  other- 
wise), that  the  item  was  associated  with  the 
active  conduct  of  the  taxpayer's  trade  or 
business.  Under  this  standard,  no  deduction 
is  allowed  unless  business  is  discussed 
during,  or  directly  before  or  after,  the  meal 
(except  where  an  individual  traveling  away 
from  home  on  business  has  a  meal  alone  or 
with  persons,  such  as  family  members,  who 
are  not  business-connected,  and  a  deduction 
is  claimed  only  for  the  meal  of  such  individ- 
ual). 

DisaUotoance  of  lavish  or  extravagant  ex- 
penditures—The House  bill  explicitly  pro- 
vides, apart  from  the  present-law  sUtutory 
rule  disallowing  deductions  for  certain 
lavish  and  extravagant  travel  expenses  (in- 
cluding meals),  that  no  deduction  is  allowed 
for  any  food  or  beverage  expense  unless  the 
expense  Is  not  lavish  or  extravagant  under 
the  circumstances.  Thus,  this  disallowance 
rule  applies  whether  or  not  the  expense  is 
incurred  whUe  the  taxpayer  is  away  from 
home,  and  whether  the  taxpayer  incurs  the 
expense  alone  or  with  others.  Since  the  re- 
duction rule  is  applied  only  after  determin- 
ing the  otherwise  allowable  deduction  under 
sections  162  and  274,  if  a  taxpayer  incurs 
otherwise  deductible  business  lunch  ex- 
penses of  (for  example)  $80  for  himself  and 
if  $30  of  that  amount  is  not  allowable  as 


>  See.  e.g..  H.  Rept.  0»^7,  9»th  Cong..  1st  Sees.  8-9 
(1085)  (Conference  Report  on  P.L.  W-44). 


lavish  or  extravagant,  the  remaining  $50  is 
then  reduced  by  20  percent,  leaving  a  deduc- 
tion of  $40. 

Presence  of  taxpayer  reauirement.—VndeT 
the  House  bill,  no  deduction  for  food  or  bev- 
erage expenses  is  allowed  unless  the  taxpay- 
er or  an  employee  of  the  taxpayer  is  present 
at  the  furnishing  of  the  food  or  beverages 
(except  where  an  individual  traveling  away 
from  home  on  business  has  a  meal  alone  or 
with  persons,  such  as  family  members,  who 
are  not  business-connected,  and  a  deduction 
is  claimed  only  for  the  meal  of  such  individ- 
ual). For  purposes  of  this  rule,  an  independ- 
ent contractor  who  renders  significant  serv- 
ices to  the  taxpayer  (such  as  an  attorney 
representing  the  taxpayer  in  a  legal  pro- 
ceeding) is  treated  as  an  employee  if  he  or 
she  attends  the  meal  in  connection  with 
such  performance  of  services. 

Additional  rules.— As  an  additional  re- 
quirement that  is  not  applicable  to  other  en- 
tertaiiunent  expenses,  the  House  bill  pro- 
vides that  no  deduction  for  business  meals  is 
allowable  unless  the  meal  has  a  clear  busi- 
ness punx>se  presently  related  to  the  active 
conduct  of  the  taxpayer's  business— i.e., 
unless  the  required  business  discussion  con- 
cerns a  specific  business  transaction  or  ar- 
rangement. The  Treasury  is  instructed  to 
adopt  stricter  substantiation  requirements 
for  business  meals,  including  expenses  of 
less  than  $25  per  day.  Also,  the  bill  imposes 
special  negligence  or  fraud  penalties  on  neg- 
ligently or  fraudulently  overstated  deduc- 
tions for  business  meals. 

Effective  date.— These  provisions  are  ef- 
fective for  taxable  years  begliming  on  or 
after  January  1, 1986. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill  with  respect  to  meal  expenses, 
except  that  full  deductibility  is  allowed  in 
1987  and  1988  for  costs  of  meals  (if  not  sepa- 
rately stated)  that  are  provided  as  an  inte- 
gral part  of  a  qualified  banquet  meeting. 
The  latter  term  means  a  convention,  semi- 
nar, annual  meeting,  or  similar  business 
meeting  (Including  meetings  held  at  an  em- 
ployee training  facility)  if  (1)  the  program 
includes  the  meal,  (2)  more  than  50  percent 
of  the  participants  are  away  from  home,  (3) 
there  are  at  least  40  attendees,  and  (4)  the 
meal  event  includes  a  speaker.  The  Senate 
amendment  is  effective  for  taxable  years  be- 
ginning on  or  after  January  1, 1987. 
Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment  with  respect  to  food  or 
beverage  expenses,  except  that  (1)  the  busi- 
ness-connection requirement  for  deducting 
food  or  beverage  expenses  Is  conformed  to 
the  business-connection  requirement  appli- 
cable to  other  entertainment  expenses  (i.e., 
the  conference  agreement  does  not  include 
the  additional  "clear  business  purpose"  re- 
quirement under  which  a  specific  business 
transaction  or  arrangement  would  have  to 
be  discussed);  (2)  present  law  regarding  sub- 
stantiation of  meal  expenses  under  $25  is  re- 
tained; and  (3)  there  are  no  special  negli- 
gence and  fraud  penalties  applicable  only  to 
claimed  deductions  for  business  meals. 

Thus,  under  the  conference  agreement, 
deductions  for  meals  are  subject  to  the  same 
business-connection  requirement  as  applies 
under  present  law  for  other  entertainment 
expenses.  Accordingly,  an  expense  for  food 
or  beverages  Is  not  deductible  unless  (In  ad- 
dition to  generally  applicable  deduction  re- 
quirements) the  taxpayer  (1)  establishes 
that  the  item  was  directly  related  to  the 
active  conduct  of  the  taxpayer's  trade  or 


business,  or,  in  the  case  of  an  item  directly 
preceding  or  following  a  substantial  and 
bona  fide  business  discussion,  that  the  item 
was  associated  with  the  active  conduct  of 
the  taxpayer's  trade  or  business,  and  (2) 
substantiates  the  deduction  as  required  by 
section  274(d)  and  Treas.  Reg.  sec.  1.274- 
5(b)(4).  Under  this  requirement,  no  deduc- 
tion is  allowed  unless  business  is  discussed 
during,  or  directly  before  or  after,  the  meal 
(except  where  an  individual  traveling  away 
from  home  on  business  has  a  meal  alone  or 
with  persons,  such  as  famUy  members,  who 
are  not  business-connected,  and  a  deduction 
is  claimed  only  for  the  meal  of  such  Individ- 
ual). 

The  conference  agreement  includes  the 
separate  statutory  rule  disallowing  lavish  or 
extravagant  expenditures  for  food  or  bever- 
ages, whether  or  not  incurred  while  the  tax- 
payer is  on  business  travel,  thereby  empha- 
sizing an  intent  that  this  standard  is  to  be 
enforced  by  the  Internal  Revenue  Service 
and  the  courts.  Also,  the  conference  agree- 
ment includes  the  requirement  relating  to 
the  presence  of  the  taxpayer  or  an  employ- 
ee of  the  taxpayer  at  the  furnishing  of  the 
food  or  beverages.  These  two  rules  are  sut>- 
Ject  to  certsdn  exceptions  listed  in  the  stat- 
ute (e.g..  where  the  full  value  of  the  food  or 
beverages  is  taxed  as  compensation  to  the 
recipient). 

Since  the  conference  agreement  provides 
that  deductions  for  meals  are  subject  to  the 
same  business-connection  requirement  as 
applies  under  present  law  for  other  enter- 
tainment expenses,  the  present-law  substan- 
tiation requirements  for  such  entertainment 
expenses  (e.g.,  in  Treas.  Reg.  sec.  1.274- 
5(bK4)  with  respect  to  the  directly  related 
or  associated  with  deductibility  standard) 
also  wUl  apply  to  aU  meal  expenses.  In  addi- 
tion, the  conference  agreement  Instructs  the 
Treasury  to  adopt  stricter  substantiation  re- 
quirements for  business  meals,  except  that 
the  present-law  rule  relating  to  certain  ex- 
penditures of  less  than  $25  Is  to  be  retained. 
It  is  reemphasized  that  under  the  confer- 
ence agreement,  as  under  present  law,  the 
Internal  Revenue  Service  and  the  courts  are 
not  to  apply  the  Cohan  approximation  rule 
to  allow  deductibility  of  any  food  or  bever- 
age expense,  other  entertainment  expense, 
or  other  expenditure  subject  to  substantia- 
tion pursuant  to  section  274(d)  If  the  ex- 
penditure Is  not  substantiated  in  accordance 
with  section  274(d)  and  the  regulations 
thereunder, 
b.  Entertainment  expenses  other  than  for  meals 

Present  Law 
In  ffenerai.— Entertainment  expenses 
(other  than  certain  food  or  beverage  ex- 
penses) generally  are  deductible  only  If,  In 
addition  to  constituting  ordinary  and  neces- 
sary business  exp>enses,  they  are  either  (1) 
directly  related  to  the  active  conduct  of  the 
taxpayer's  business,  or  (2)  If  directly  preced- 
ing or  following  a  substantial  and  bona  fide 
business  discussion,  associated  with  the 
active  conduct  of  the  taxpayer's  business. 

Facilities.— Ko  deduction  or  credit  gener- 
ally is  allowed  for  the  cost  of  purchasing  or 
constructing  certain  entertainment  facilities 
(e.g.,  skyboxes). 

House  BiU 
In  general.— The  House  bill  generally  re- 
duces to  80  percent  the  amount  of  deduction 
otherwise  allowable  for  business  entertain- 
ment expenses.  The  bill  provides  exceptions 
allowing  full  deductibility  for  (1)  reim- 
bursed entertairunent  expenses  (in  which 
case  the  employer  or  person  making  the  re- 
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Imbunement  is  subject  to  the  80-percent 
rule);  (2)  trmdltlon&l  employer-paid  recre- 
ational expenses  for  employees  (e.g.,  a  holi- 
day party):  (3)  items  fully  taxed  to  the  re- 
cipient as  compensation,  or  excludable  from 
income  as  section  132(e)  de  minimis  fringe 
benefits:  (4)  Items  sold  to  or  made  available 
to  the  general  public  (e.g.,  as  promotional 
activities):  and  (5)  tickete  and  related  ex- 
penses at  certain  charitable  fundralslng 
sports  events.  In  addition,  no  amount  of 
ticket  costs  in  excess  of  the  face  value  of  the 
ticket  Is  deductible,  except  In  the  case  of 
tickets  for  certain  charitable  fundralslng 
sports  events;  the  limitation  to  the  face 
value  amount  applies  prior  to  appUcation  of 
the  80-percent  rule. 

/"oci/iHes.— Apart  from  the  generally  ap- 
plicable entertainment  facility  rules,  the 
House  bill  disallows  deductions  for  costs  of 
rental  or  other  use  of  a  skybox  or  other  pri- 
vate luxiu^f  box  ("skybox")  at  a  sports 
arena  (to  the  extent  in  excess  of  the  cost  of 
regular  box  seat  tickets)  by  the  taxpayer  or 
a  related  party  for  more  than  one  event  (as 
determined  taking  into  account  all  skybox 
rentals  by  the  taxpayer  in  the  same  arena, 
along  with  any  related  rentals). 

Effective  date.— The  House  bill  provisions 
are  effective  for  taxable  years  beginning  on 
or  after  January  1, 1986. 

Senate  Amendment 

In  generoL—The  Senate  amendment  is  the 
same  as  House  bill. 

Facilitiea— The  Senate  amendment  does 
not  provide  a  special  rule  disallowing  deduc- 
tions for  certain  rental  costs  of  skyboxes 
(general  entertainment  facility  rules  contin- 
ue to  apply). 

Effective  date.— The  Senate  amendment  is 
effective  for  taxable  years  begiiming  on  or 
after  January  1, 1987. 

Conference  Agreement 
In   general.— The   conference   agreement 
follows   the    House    bill    and    the    Senate 
amendment. 

Facilities.— The  conference  agreement  fol- 
lows the  House  bill,  except  that  the  skybox 
deduction  disallowance  rule  is  phased  in. 
Under  this  provision,  the  amounts  disal- 
lowed for  taxable  years  beginning  in  1987 
and  1988  are,  respectively,  one-third  and 
two-thirds  of  the  amounts  that  otherwise 
would  be  disallowed  under  the  conference 
agreement  If  the  provision  were  fully  effec- 
tive in  those  years.  For  taxable  years  begin- 
ning after  1989,  the  conference  agreement 
follows  the  House  bill,  i.e.,  no  deduction  is 
allowed  for  costs  of  rental  or  other  use  of  a 
skybox  at  a  sports  arena  by  the  taxpayer  or 
a  related  party  for  more  than  one  event.* 
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*  U  this  dJaallowuice  rule  applies,  two  types  of  ex- 
penses related  to  the  skybox  stUl  may  be  deducti- 
ble, subject  to  the  80  percent  rule.  If  meeting  the 
generally  applicable  requirements  for  deducting 
bustneas  entertainment  expenses.  First,  an  amount 
not  exceeding  the  face  values  of  the  highest-priced 
nonluxury  box  seats  generally  held  for  sale  to  the 
public  on  an  event-by-event  basis,  multiplied  by  the 
number  of  seats  in  the  skybox.  is  deductible  (sub- 
ject to  the  percentage  reduction  rule).  For  example, 
U  a  category  of  tmx  seats  represents  the  highest- 
priced  seats  available  (other  than  in  skyboxes)  and 
i*  offered  to  the  public  on  a  first-come,  first-served 
basis,  the  (ace  value  of  such  box  seat  may  be  used 
in  the  deduction  computation.  On  the  other  hand, 
the  price  of  a  limited  number  of  seats  that  general- 
ly are  made  available  by  management  only  to  a 
•elect  group  of  purchasers  (and  not  offered  to  the 
puUk  generally)  cannot  be  used  in- computing  the 
allowable  deduction  for  the  skybox  seats.  Second, 
the  deductibility  of  separately  stated  charges  for 
food  or  beveragea  is  determined  under  the  rules 
genoally  applying  to  businen  meals  (described 
above),  including  the  percentage  reduction  rule  and 


Effective    date.— The    conference 
ment  follows  the  Senate  amendment. 

c.  Travel  expenses  (other  than  for  attending 
conventions) 

Present  Law 

Luxury  water  transportation.— Tn.\el  ex- 
penses, other  than  lavish  and  extravagant 
expenditures  for  meals  or  lodging,  incurred 
by  a  taxpayer  while  away  from  home  in  the 
conduct  of  a  trade  or  business  generally  are 
deductible  if  substantiated  pursuant  to  sec- 
tion 274.  No  special  rules  limit  otherwise  al- 
lowable deductions  for  the  costs  of  luxury 
water  transporUtion,  although  limitations 
apply  with  respect  to  cruise  ship  conven- 
tions (sec.  274(h)(2))  or  foreign  conventions 
(sees.  274  (c),  (h)). 

Educational  travel.— Traveling  expenses 
may  be  deductible  as  business  expenses  if 
the  taxpayer  establishes  that  the  travel  (i) 
directly  maintains  or  improves  existing  em- 
ployment skills  and  (ii)  directly  relates  to 
the  taxpayer's  duties  in  his  or  her  employ- 
ment or  trade  or  business,  and  if  the  taxpay- 
er substantiates  the  expenses  pursuant  to 
section  274.  No  deduction  is  allowable  unless 
the  travel  is  undertaken  primarily  to  obtain 
education  the  expenses  of  which  are  deduct- 
ible as  trade  or  business  expenses;  in  the 
case  of  travel  expenses  meeting  this  test,  no 
deduction  is  allowable  for  expenses  alloca- 
ble to  personal  activity  incidental  to  the  pri- 
mary business  activity. 

Charitable  trove/.— Traveling  expenses 
away  from  home  may  give  rise  to  a  charita- 
ble deduction  if  the  taxpayer  establishes 
that  the  travel  expenses  (whether  paid  di- 
rectly by  the  individual  or  indirectly 
through  a  contribution  by  the  individual  to 
the  charity,  which  then  pays  for  the  individ- 
ual's travel)  are  Incurred  in  rendering  serv- 
ices to  a  qualified  charitable  organization, 
and  if  the  taxpayer  verifies  such  expenses 
as  required  pursuant  to  section  170(a)(1) 
and  Treasury  regulations  thereunder. 
House  BiU 

Luxurv  water  transportation.— The 
amount  of  any  otherwise  allowable  deduc- 
tion for  costs  of  cruise  ship  or  other  luxury 
water  transportation  is  limited  to  twice  the 
highest  Federal  per  diem  for  travel  in  the 
United  States,  times  the  number  of  days  in 
transit.  This  limitation  does  not  apply  with 
respect  to  expenses  of  cruise  ship  conven- 
tions, which  remain  subject  to  present-law 
limitations  (sec.  274(h)(2)),  or  where  an  ex- 
ception to  the  80-percent  deduction  rule 
(above)  applies. 

Educational  travel.— Ho  deduction  is  al- 
lowed for  costs  of  travel  that  would  be  de- 
ductible only  on  the  ground  that  the  travel 
itself  constitutes  a  form  of  education  (e.g., 
where  a  teacher  of  French  travels  to  France 
to  maintain  general  familiarity  with  the 
French  language  and  culture,  or  where  a 
social  studies  teacher  travels  to  another 
State  to  learn  about  or  photograph  its 
people,  customs,  geography,  etc.).  This  pro- 
vision overrules  Treas.  Reg.  sec.  1.162-5(d) 
to  the  extent  that  such  regulation  allows  de- 
ductions for  travel  as  a  form  of  education. 

C^iaritable  travel.— The  present-law  rule 
applicable  to  medical  deductions  for  lodging 
costs  away  from  home  (sec.  213(d)(2KB))  is 
extended  to  charitable  deductions  claimed 
for  transportation  and  other  travel  expenses 
incurred  in  performing  services  away  from 


the  disallowance  of  lavish  or  extravagant  expendi- 
tures. Of  course,  a  taxpayer  may  not  circumvent 
the  skybox  rental  disallowance  rule  through  inflat- 
ing the  amounts  charged  for  tickets,  food  and  bev- 
erages, janitoral  services,  or  other  goods  or  services. 


home  on  behalf  of  a  qualified  charitable  or- 
ganization. Thus,  no  deduction  is  allowed 
for  such  expenses  (whether  paid  directly  by 
the  individual  or  indirectly  through  a  con- 
tribution to  the  organization)  unless  there  is 
no  significant  element  of  personal  pleasure, 
recreation,  or  vacation  in  the  travel  away 
from  home.  As  under  present  law,  an  other- 
wise qualifying  charitable  deduction  is  de- 
ductible only  if  verified  pursuant  to  Treas- 
ury regulations  (Code  sec.  170(a)(1)),  and  no 
charitable  deduction  is  allowable  for  a  con- 
tribution of  services  to  a  charitable  organi- 
zation. 

Effective  date.— The  provisions  in  the 
House  bill  are  effective  for  taxable  years  be- 
ginning on  or  after  January  1, 1986. 

Senate  Amendment 

Luxury  water  transportation.— The 
Senate  amendment  is  the  same  as  the  House 
bill. 

Educational  tro»e/.— The  Senate  amend- 
ment is  the  same  as  the  House  bllL 

Charitable  Iravel.—Ho  provision. 

Effective  date.— The  provisions  in  the 
Senate  amendment  are  effective  for  taxable 
years  beginning  on  or  after  January  1,  1987. 

Conference  Agreement 

Luxury  water  transportation.— The  con- 
ference agreement  follows  the  House  bill 
and  the  Senate  amendment. 

Educational  travel.— The  conference 
agreement  follows  the  House  bill  and  the 
Senate  amendment. 

Charitable  travel.— The  conference  agree- 
ment follows  the  House  bill,  except  that  the 
provision  is  effective  for  taxable  years  be- 
ginning on  or  after  January  1,  1987. 

Effective  date.— The  conference  agree- 
ment follows  the  Senate  amendment. 

d.  Travel  expenses  for  attending  conventions 
Present  Law 

In  general.— The  costs  of  attending  a  con- 
vention or  seminar  Incurred  in  carrying  on  a 
trade  or  business  generally  are  deductible 
under  section  162,  subject  to  substantiation 
pursuant  to  section  274.  In  some  circum- 
stances, the  costs  of  attending  a  convention, 
seminar,  or  similar  meeting  in  connection 
with  the  taxpayer's  income-producing  (in- 
vestment) activities  may  be  deductible 
imder  section  212. 

Foreign  conventioru.-Ko  deduction  is  al- 
lowed for  the  cost  of  attending  a  convention 
outside  of  the  North  American  area  (i.e.,  not 
in  the  United  States.  Canada.  Mexico,  or 
certain  Carribean  countries)  unless  the  tax- 
payer can  show  that  it  was  as  reasonable  to 
hold  the  convention  there  as  in  the  North 
American  areas  (sec.  274(h)).  Certain  Carri- 
bean countries,  including  Bermuda,  are 
treated  as  in  the  North  American  area  if 
they  make  available  certain  tax  information 
to  U.S.  authorities  and  other  specified  re- 
quirements are  met  (sec.  274(hK6)). 

House  BiU 
In  general.— Under  the  House  bill,  no  de- 
duction is  allowed  under  section  212  for 
travel  or  other  costs  of  attending  a  conven- 
tion, seminar,  or  similar  meeting,  effective 
for  taxable  years  beginning  on  or  after  Jan- 
uary 1,  1986.  Thus,  registration  fees,  travel 
and  transportation  costs,  meal  and  lodging 
expenses,  etc.  incurred  in  connection  with 
attending  a  convention,  seminar,  or  similar 
meeting  relating  to  investments,  financial 
planning,  or  other  income-production  or  sec- 
tion 212  activities  are  not  deductible.  This 
disallowance  rule  does  not  apply  to  expenses 
incurred  by  a  taxpayer  in  attending  a  con- 
vention, seminar,  sales  meeting,  or  similar 
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meeting  relating  to  the  trade  or  business 
(within  the  meaning  of  sec.  162)  of  the  tax- 
payer. 
Foreign  conventiona.—Vo  provision. 

Senate  Amendment 
In  general.— The  Senate  amendment  is  the 
same  as  the  House  bill,  except  that  it  is  ef- 
fective for  taxable  years  beginning  on  or 
after  January  1, 1987. 

Foreign  conventions.— The  Senate  amend- 
ment provides  that  Bermuda  may  be  treated 
as  within  the  North  American  area  for  pur- 
poses of  the  foreign  convention  deductibil- 
ity rules  in  certain  circumstances. 
Conference  Agreement 
In  general.— The  conference  agreement 
follows  the  Senate  amendment. 

The  conferees  also  are  concerned  that 
some  taxpayers  may  be  claiming  deductions 
under  section  162  for  travel  and  other  costs 
of  attending  a  convention,  seminar,  or  simi- 
lar meeting  ("convention")  at  which  each 
convention  participant  is  furnished  individ- 
ually with  video  tapes  of  lectures,  etc.  on 
topics  related  to  the  taxpayer's  trade  or 
business,  to  be  viewed  at  the  convenience  of 
the  participant,  and  at  which  no  other  sig- 
nificant business-related  activities  occur 
during  the  time  allotted  for  the  convention. 
In  such  situations,  the  taxpayer  does  not 
participate  in  activities  normally  conducted 
at  a  business-related  convention,  such  as 
participating  in  meetings,  discussions,  work- 
shops, lectures,  or  exhibits  held  during  the 
day,  and  simply  views  the  tapes  at  his  or  her 
own  convenience.  Because  permitting  deduc- 
tions for  travel,  meal,  or  entertainment 
costs  associated  with  such  minimal  business- 
related  activities  would  allow  taxpayers  to 
treat  expenditures  that  essentially  are  for 
vacation,  recreation,  or  other  personal  pur- 
poses as  business  expenses,  the  conferees 
wish  to  make  clear  that  no  deduction  is  al- 
lowable imder  section  162  for  travel  or  relat- 
ed costs  of  attending  such  a  convention. 

This  clarification  does  not  disallow  deduc- 
tions for  the  travel  and  other  costs  of  at- 
tending a  convention  that  involves  activities 
otherwise  deductible  under  present  law 
which  are  related  to  the  taxpayer's  trade  or 
business  merely  because  the  convention  uti- 
lizes video-taped  or  televised  materials 
where  the  pMUticipants  must  attend  a  con- 
vention session  in  person  to  view  the  video- 
taped materials,  assimilng  that  the  general- 
ly applicable  requirements  for  deducting  ex- 
penses of  attending  a  convention  are  satis- 
fied. Also,  this  clarification  does  not  disal- 
low deductions  for  costs,  other  than  travel, 
meal,  or  entertainment  expenses,  of  renting 
or  using  business-related  video  tape  materi- 
als. 

Foreign     conventions.— The     conference 
agreement   does   not   include    the   Senate 
amendment  relating  to  Bermuda. 
2.  Employee  bosincm  cxpenics,  investment  ex- 
penaca,  and  other  miacellaneoiu  itemized  de- 
ductions 


a.  In  general 


Present  Law 


Under  present  law,  four  types  of  employee 
business  expenses  are  deductible  "above- 
the-llne"  in  calculating  an  individual's  ad- 
justed gross  income  (sec.  62(2)):  (1)  certain 
employee  expenses  reimbursed  by  the  em- 
ployer, (2)  employee  expenses  for  travel 
away  from  home;  (3)  employee  transporta- 
tion expenses;  and  (4)  business  expenses  of 
employees  who  are  outside  salespet«}ns. 
Moving  expenses  of  an  employee  or  self-em- 
ployed individual  are  deductible  above-the- 
Une,  within  certain  limitations  (sees.  62(8), 
217). 


In  addition  to  the  itemized  deductions  for 
medical  expenses,  charitable  donations,  in- 
terest, taxes,  and  casualty  losses,  itemizers 
may  deduct  certain  "miscellaneous  deduc- 
tions." This  category  includes  (1)  unreim- 
bursed employee  business  expenses  (other 
than  those  deductible  above-the-line),  in- 
cluding union  and  professional  dues  and 
home  office  expenses  of  an  employee;  (2) 
certain  expenses  related  to  investment 
income  or  property  (such  as  investment 
counsel  fees)  if  deductible  under  section  212; 
(3)  tax  return  preparation  costs  and  related 
expenditures  if  deductible  under  section 
212(3);  (4)  gambling  or  hobby  losses  up  to 
the  amounts,  respectively,  of  gambling  or 
hobby  income;  (5)  certain  adjustments 
where  a  taxpayer  restores  amounts  held 
tmder  claim  of  right  (sec.  1341));  (6)  amor- 
tizable  bond  premiums  (§ec.  171);  and  (7) 
certain  costs  of  cooperative  housing  corpo- 
rations (sec.  216).  (The  miscellaneous  item- 
ized deduction  for  certain  costs  of  adopting 
children  with  special  needs  is  discussed  in 
I.D.4.,  above.) 

House  BiU 

Under  the  House  bill,  employee  travel  and 
transportation  expenses  deductible  above- 
the-line  under  present  law  pursuant  to  sec- 
tions 62(2KB)  and  (C),  and  expenses  of  out- 
side salespersons  deductible  above-the-line 
under  present  law  pursuant  to  section 
62(2KD),  are  allowable  only  as  itemized  de- 
ductions and  are  subject  to  a  floor  as  de- 
scribed below. 

The  total  of  the  taxpayer's  miscellaneous 
itemized  deductions,  including  the  employee 
business  expenses  described  above,  is  allow- 
able only  to  the  extent  exceeding  one  per- 
cent of  the  taxpayer's  adjusted  gross 
income.  The  floor  does  not  apply  to  deduc- 
tions for  gambling  losses  up  to,  but  not  ex- 
ceeding, gambling  income  (sec.  165(d))  or  for 
the  estate  tax  in  the  case  of  income  in  re- 
spect of  a  decedent  (sec.  691(c)).  These  pro- 
visions are  effective  for  taxable  years  begin- 
ning on  or  after  January  1. 1986. 

Senate  Amendment 
All  miscellaneous  itemized  deductions  al- 
lowable under  present  law  are  repealed 
under  the  Senate  amendment,  except  deduc- 
tions for  (1)  impairment-related  work  ex- 
penses of  handicapped  employees;  (2)  cer- 
tain costs  of  adopting  children  with  special 
needs  (sec.  222);  (3)  estate  tax  in  the  case  of 
income  in  respect  of  a  decedent  (sec.  691(c)); 
(4)  gambling  losses  up  to,  but  not  exceeding, 
gambling  income  (sec.  165(d));  (S)  certain 
adjustments  where  a  taxpayer  restores 
amounts  held  under  claim  of  right  (sec. 
1341);  (6)  amortizable  bond  premiums  (sec. 
171);  (7)  certain  terminated  annuity  pay- 
ments (new  sec.  72(b)(3));  and  (8)  certain 
costs  of  cooperative  housing  corporations 
(sec.  216).  (The  Senate  amendment  provides 
that  Treasury  regulations  are  to  disallow  in- 
direct deductions  through  pass-tlirough  en- 
tities of  the  repealed  miscellaneous  itemized 
deductions.)  In  addition,  a  miscellaneous 
itemized  deduction  is  allowed  for  employee 
travel  and  transportation  expenses  deducti- 
ble above-the-line  under  present  law  pursu- 
ant to  sections  62(2KB)  and  (C),  and  ex- 
penses of  outside  salespersons  deductible 
above-the-line  under  present  law  pursuant 
to  section  62(2KD)),  but  only  to  the  extent 
that  the  aggregate  of  such  expenses  of  the 
taxpayer  exceeds  one  percent  of  adjusted 
gross  income.  These  provisions  are  effective 
for  taxable  years  beginning  on  or  after  Jan- 
uary 1, 1987. 


Conference  Agreement 


Under  the  conference  agreement,  employ- 
ee business  expenses,  other  than  reimbursed 
expenses  described  in  section  62(2)(A)*,  are 
to  be  allowed  only  as  itemized  deductions 
and  are  subject  to  a  floor  as  described 
below.  Moving  expenses  of  an  employee  or 
self-employed  individual  are  to  be  allowed 
(subject  to  the  present-law  limitations  in 
sec.  217)  only  as  an  itemized  deduction;  this 
deduction  is  not  subject  to  the  new  floor. 

The  miscellaneous  itemized  deductions,  in- 
cluding the  employee  business  expenses  de- 
scribed above,  generally  are  subject  to  a 
floor  of  two  percent  of  the  taxpayer's  ad- 
justed gross  income.  However,  the  floor  does 
not  apply  to  deductions  otherwise  allowable 
for  impairment-related  work  expenses  for 
handicapped  employees  (new  Code  sec. 
67(d));  the  estate  tax  in  the  case  of  income 
in  respect  to  a  decedent  (sec.  691(c));  certain 
adjustments  where  a  taxpayer  restores 
amounts  held  under  a  claim  of  right  (sec. 
1341);  amortizable  bond  premium  (sec.  171); 
certain  costs  of  cooperative  housing  corpo- 
rations (sec.  216);  deductions  allowable  in 
connection  with  personal  property  used  in  a 
short  sale;  certain  terminated  annuity  pay- 
ments (new  Code  sec.  72(bX3));  and  gam- 
bling losses  to  the  extent  of  gambling  win- 
nings (sec.  165(d)). 

Pursuant  to  Treasury  regulations,  the 
floor  is  to  apply  with  respect  to  indirect  de- 
ductions through  pass-through  entities  (in- 
cluding mutual  funds)  other  than  estates, 
nongrantor  trusts,  cooperatives,  and  REITs. 
The  floor  also  applies  with  respect  to  indi- 
rect deductions  through  grantor  trusts, 
partnerships,  and  S  corporations  by  virtue 
of  present-law  grantor  trust  and  pass- 
through  rules.  In  the  case  of  an  estate  or 
trust,  the  conference  agreement  provides 
that  the  adjusted  gross  income  is  to  be  com- 
puted in  the  same  manner  as  in  the  case  of 
an  individual,  except  that  the  deductions 
for  costs  that  are  paid  or  incurred  in  con- 
nection with  the  administration  of  the 
estate  or  trust  and  that  would  not  have 
been  incurred  if  the  property  were  not  held 
in  such  trust  or  estate  are  treated  as  allow- 


« The  conference  agreement  does  not  modify  the 
above-the-line  deduction  under  sec.  62(2KA)  for  cer- 
tain reimbursed  expenses  of  an  employee  (allow- 
able under  part  VI  of  the  Code)  under  a  reimburse- 
ment or  other  expense  allowance  with  his  or  her 
employer.  (The  Treasury  may  prescribe  regulations 
under  which  expenses  of  an  employee  reimbursed 
by  a  third  party  are  to  be  treated  as  expenses  de- 
scribed in  sec.  62(2)(A).)  If  the  employee  has  a  re- 
imbursement or  other  expense  allowance  arrange- 
ment with  his  or  her  employer,  but  under  the  ar- 
rangement the  employer  does  not  reimburse  the 
full  amount  of  such  expenses,  the  uru^lmbursed 
portion  paid  by  the  employee  is  allowable  only  to 
the  extent  (if  any)  otherwise  allowable  as  an  item- 
ized deduction  (e.g.,  after  taking  into  account  the 
percentage  reduction  rule,  if  applicable  to  the  ex- 
pense), and  subject  to  the  floor  provided  under  the 
conference  agreement. 

Under  the  conference  agreement.  It  Is  Intended 
that  the  Treasury  issue  regulations  coordinating 
the  treatment  of  employee  business  expenses  and 
the  provisions  in  sec.  162(h).  relating  to  travel  ex- 
penses away  from  home  of  State  legislators.  Under 
the  Intended  rules,  any  excess  of  the  allowable 
amount  as  determined  under  sec.  162(h)  over  the 
amount  actually  reimbursed  to  the  legislator  would 
be  allocated  between  meals  and  other  travel  ex- 
penses in  accordance  with  the  ratio  of  meals  and 
other  travel  expenses  under  the  Federal  per  diem 
reimbursement  rules.  The  reimbursed  amount 
would  be  deductible  pursuant  to  sec.  62(2XA),  and 
80  percent  of  the  amount  allocated  to  meals  would 
be  deductible  by  itemizers  as  an  employee  business 
expense  (subject  to  the  new  floor  under  misoeUane- 
ous  Itemized  deductions). 
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able  in  arriving  at  adjusted  gross  income 
and  hence  are  not  subject  to  the  Hoor.  The 
regulations  to  be  prescribed  by  the  Treasury 
relating  to  application  of  the  floor  with  re- 
spect to  indirect  deductions  through  certain 
pus-through  entities  are  to  include  such  re- 
porting requirements  as  may  be  necessary  to 
effectuate  this  provision. 

Under  the  conference  agreement,  an  actor 
or  other  performing  artist  is  allowed  a  new 
above-the-Iine  deduction  for  his  or  her  em- 
ployee business  expenses  (allowable  under 
sec.  162)  during  a  year  if  the  performing 
artist  for  that  year  (1)  had  more  than  one 
employer  (excluding  any  nominal  employer) 
in  the  performing  arts,  (2)  incurred  allow- 
able section  162  expenses  in  connection  with 
such  services  as  an  employee  In  an  amount 
exceeding  10  percent  of  gross  income  from 
such  services,  and  (3)  did  not  have  adjusted 
gross  income,  as  determined  before  deduct- 
ing such  expenses,  exceeding  $16,000. 

These  provisions  are  effective  for  taxable 
years  beginning  on  or  after  January  1,  1987. 

b.  Home  office  expensea 

Present  Law 

Expenses  attributable  to  using  part  of 
one's  home  as  an  office  are  deductible  sub- 
ject to  the  following  limitations:  (1)  the  use 
of  the  home  office  must  be  for  the  conven- 
ience of  the  employer.  (2)  the  home  office 
must  be  used  regularly  and  exclusively 
either  as  the  taxpayer's  principal  place  of 
business,  or  to  meet  patients,  clients,  or  cus- 
tomers, and  (3)  the  deduction  cannot  exceed 
the  taxpayer's  gross  income  from  the  busi- 
ness (sec.  280A).  A  recent  case  held  that 
these  limits  do  not  apply  when  the  taxpayer 
leases  a  portion  of  the  home  to  his  or  her 
employer. 

House  Bill 
Under  the  House  bill,  the  present-law  limi- 
tations (listed  above)  are  to  apply  when  an 
employee  leases  a  portion  of  the  home  to 
his  or  her  employer.  In  addition,  the 
amount  of  an  otherwise  allowable  home 
office  deduction  is  limited  to  the  taxpayer's 
net  income  from  the  business  (i.e..  gross 
income  minus  deductions  attributable  to  the 
business).  Disallowed  home  office  deduc- 
tions may  be  carried  forward  to  later  years, 
subject  to  the  new  income  limitation  in  such 
years.  These  provisions  are  effective  for  tax- 
able years  begirming  on  or  after  January  1, 
1986. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  effective  date  is 
taxable  years  beginning  on  or  after  January 
1. 1987. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  Amendment,  with 
the  effective  date  in  the  Senate  amendment. 

c  Hobby  lowcs 

Present  Law 

Hobby  losses  are  deductible  only  up  to  the 
amount  of  hobby  income.  An  activity  is  pre- 
sumed not  to  be  a  hobby,  and  therefore  ex- 
penses incurred  in  the  activity  generally  are 
not  subject  to  this  deduction  limitation,  if  it 
is  profitable  in  two  out  of  five  consecutive 
years,  or  two  out  of  seven  years  for  horse 
breeding  or  racing  (sec.  183).  However,  an 
activity  need  not  meet  this  standard  in 
order  to  avoid  treatment  as  a  hobby. 
House  Bill 

An  activity  (other  than  horse  breeding  or 
racing)  is  presumed  not  to  be  a  hobby  if  it  is 
profitable  In  three  out  of  five  consecutive 
yean,  effective  for  taxable  years  beginning 
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on  or  after  January  1,  1986.  The  present-law 
presumption  rules  are  retained  for  horse  ac- 
tivities. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  effective  date  is 
taxable  years  beginning  on  or  after  January 
1,  1987.  Thus,  for  example,  an  activity  car- 
ried on  during  1987  by  a  taxpayer  is  pre- 
sumed not  to  be  a  hobby  in  that  year  if  the 
activity  is  profitable  in  any  three  years  out 
of  the  five  calendar  years  1983  through 
1987. 

Conference  Agreement 
The   conference   agreement   follows   the 
House  bill  and  the  Senate  amendment,  with 
the  effective  date  in  the  Senate  amendment. 
F.  Political  Contributions  Tax  Credit 
Present  Law 
Individual  taxpayers  may  claim  a  nonre- 
fundable income  tax  credit  equal  to  one-half 
the  amount  of  their  contributions  to  politi- 
cal  candidates   and  certain   political   cam- 
paign organizations  during  the  taxable  year 
(sec.  24).  The  maximum  allowable  credit  is 
$50  for  an  individual  and  $100  for  a  married 
couple  filing  a  Joint  return. 

House  Bill 
Under  the  House  bill,  a  tax  credit  is  al- 
lowed to  individuals  for  the  full  amount  of 
political  contributions,  up  to  a  maximum  of 
$100  ($200  for  a  Joint  return),  made  to  a 
congressional  candidate  for  election  in  the 
State  in  which  the  taxpayer  resides.  This 
provision  is  effective  for  taxable  years  be- 
ginning on  or  after  January  1.  1986. 

Senate  Amendment 
The  Senate  amendment  repeals  the  politi- 
cal contributions  tax  credit,  effective  for 
taxable  years  beginning  on  or  after  January 
1. 1987. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

TITLE  II.  CAPITAL  COST  PROVISIONS 

K.  Cost  Recovery:  Depreciation;  ITC;  Finance 
Leases 
1.  Accelerated  depreciation 

a.  Cost  recovery  classes 

Present  Law 

Under  the  Accelerated  Cost  Recovery 
System  ("ACRS"),  recovery  deductions  are 
determined  by  applying  a  statutory  percent- 
age to  an  asset's  original  cost  (adjusted  for 
allowable  investment  tax  credit).  The  classi- 
fication of  assets  under  ACRS  generally  is 
based  on  the  Asset  Depreciation  Range 
("ADR")  system  of  prior  law.  Under  the 
ADR  system,  a  present  class  life  ("mid- 
point") was  provided  for  all  assets  used  in 
the  same  activity,  other  than  certain  assets 
with  common  characteristics  (e.g.,  automo- 
bUes). 

The  cost  of  eligible  personal  property  is 
recovered  over  a  three-year,  five-year.  10- 
year,  or  15-year  recovery  period,  using  statu- 
tory percentages  based  on  the  150-percent 
declining  balance  method.  The  cost  of  real 
property  generally  is  recovered  over  a  19- 
year  recovery  period  (15  years  for  low- 
income  housing),  using  statutory  percent- 
ages based  on  the  175-percent  declining  bal- 
ance method  (200-percent  declining  balance 
method  for  low-income  housing). 

House  Bill 
ACRS  is  replaced  by  the  Incentive  Depre- 
ciation System  ("IDS").  Under  IDS,  assets 
are  grouped  into  10  different  classes  accord- 


ing to  present  class  lives  (or  ADR  midpoint 
lives). 

Recovery  deductions  are  determined 
through  prescribed  depreciation  methods. 
The  cost  of  most  personal  property  is  recov- 
ered using  the  200-percent  declining  balance 
method  over  periods  ranging  from  three  to 
30  years.  The  cost  of  real  property  generally 
is  recovered  using  the  straight-line  method 
over  30  years. 

Senate  Amendment 
ACRS  is  modified  by  (1)  prescribing  de- 
preciation methods  for  each  ACRS  class  (in 
lieu  of  providing  statutory  tables),  (2)  crea^ 
ing  a  second  three-year  class  to  which  the 
straight-line  method  of  depreciation  applies, 
(3)  reclassifying  assets  based  on  their  ADR 
midpoint  lives,  (4)  applying  the  200-percent 
declining  balance  method  to  property  in  the 
five-  and  10-year  ACRS  classes  (as  revised 
by  the  bill),  and  (5)  requiring  the  cost  of  res- 
idential rental  property  to  be  recovered  over 
27.5  years  and  most  other  real  property  to 
be  recovered  over  31.5  years,  using  the 
straight-line  method. 

Conference  Agreement 
In  general 

The  conference  agreement  modifies  the 
Accelerated  Cost  Recovery  System  (ACRS) 
for  property  placed  in  service  after  Decem- 
ber 31,  1986,  except  for  property  covered  by 
transition  rules.  The  cost  of  property  placed 
in  service  after  July  31.  1986,  and  before 
January  1,  1987,  which  is  not  transition-rule 
property,  may.  at  the  election  of  the  tax- 
payer on  an  asset-by-asset  basis,  be  covered 
under  the  modified  rules. 

The  conference  agreement  provides  more 
accelerated  depreciation  for  the  revised 
three-year,  five-year  and  10-year  classes,  re- 
classifies certain  assets  according  to  their 
present  class  life  (or  "ADR  midpoints".  Rev. 
Proc.  83-35,  1983-1  C.B.  745),  and  creates  a 
seven-year  class,  a  20-year  class,  a  27.5-year 
class,  and  a  31.5-year  class.  The  conference 
agreement  prescribes  depreciation  methods 
for  each  ACIRS  class  (in  lieu  of  providing 
statutory  tables).  Eligible  personal  property 
and  certain  real  property  are  assigned 
among  a  three-year  class,  a  five-year  class,  a 
seven-year  class,  a  10-year  class,  a  15-year 
class,  or  a  20-year  class. 

The  depreciation  method  applicable  to 
property  included  in  the  three-year,  five- 
year,  seven-year,  and  10-year  classes  is  the 
double  declining  balance  method,  switching 
to  the  straight-line  method  at  a  time  to 
maximize  the  depreciation  allowance.  For 
property  in  the  15-year  and  20-year  class, 
the  conference  agreement  applies  the  150- 
percent  declining  balance  method,  switching 
to  the  straight-line  method  at  a  time  to 
maximize  the  depreciation  allowance.  The 
cost  of  section  1250  real  property  generally 
Is  recovered  over  27.5  years  for  residential 
rental  property  and  31.5  years  for  nonresi- 
dential property,  using  the  straight-line 
method. 

Classes  of  property 
Property  is  classified  as  follows: 
Three-year  class.— ADR  midpoints  of  4 
years  or  less,  except  automobiles  and  light 
trucks,  and  adding  horses  which  are  as- 
signed to  the  three-year  class  under  present 
law. 

Five-year  class.— AUR  midpoints  of  more 
than  4  years  and  less  than  10  years,  and 
adding  automobiles,  light  trucks,  quailfied 
technological  equipment,  computer-based 
telephone  central  office  switching  equip- 
ment, research  and  experimentation  proper- 
ty, and  geothermal,  ocean  thermal,  solar. 
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and  wind  energy  properties,  and  blomass 
properties  that  constitute  qualifying  small 
power  production  facilities  (within  the 
meaning  of  section  3(17)(C)  of  the  Federal 
Power  Act). 

Seven-year  cJoaj.— ADR  midpoints  of  10 
years  and  less  than  16  years,  and  adding 
single-purpose  agricultural  or  horticultural 
structures  and  property  with  no  ADR  mid- 
point that  is  not  classified  elsewhere. 

lO-vear  class.— hDR  midpoints  of  16  years 
and  less  than  20  years. 

IS-year  class.— ADR  midpointe  of  20  years 
and  less  than  25  years,  and  adding  munici- 
pal wastewater  treatment  plants,  and  tele- 
phone distribution  plant  and  comparable 
equipment  used  for  the  two-way  exchange 
of  voice  and  data  communications. 

20-year  class.— ADB,  midpoints  of  25  years 
and  more,  other  than  section  1250  real  prop- 
erty with  an  ADR  midpoint  of  27.5  years 
and  more,  and  adding  municipal  sewers. 

27.5-year  cZass.— Residential  rental  proper- 
ty (Including  manufactured  homes  that  are 
residential  rental  property  and  elevators 
and  escalators). 

Sl.S-year  cIom.— Nonresidential  real  prop- 
erty (section  1250  real  property  that  is  not 
residential  rental  property  and  that  either 
does  not  have  an  ADR  midpoint  or  whose 
ADR  midpoint  is  27.5  years  or  more,  includ- 
ing elevators  and  escalators). 

The  conference  agreement  provides  new 
ADR  midpoint  lives  for  the  foUowing  assets: 

(1)  Semiconductor  manufacturing  equip- 
ment (described  in  ADR  class  36.0),  5  years; 

(2)  Computer-based  telephone  central 
office  switching  equipment  and  related 
equipment  (described  in  ADR  class  48.12) 
which  functions  are  those  of  a  computer  or 
peripheral  equipment  (as  defined  in  section 
168(j)(5)(D))  in  their  capacity  as  telephone 
central  office  equipment,  9.5  years; 

(3)  Railroad  track,  10  years; 

(4)  Single-purpose  agricultural  and  horti- 
cultural structures  within  the  meaning  of 
sec.  48(p)  (described  in  ADR  class  01.3),  15 
years; 

(5)  Telephone  distribution  plant  (e.g.,  tele- 
phone fiber  optic  cable)  (described  in  ADR 
class  48.14)  and  comparable  equipment,  24 
years  (comparable  equipment  means  equip- 
ment used  by  non-telephone  companies  for 
two-way  exchange  of  voice  and  data  commu- 
nications (equivalent  of  telephone  commu- 
nications)—comparable  equipment  does  not 
include  cable  television  equipment  used  pri- 
marily for  one-way  communication); 

(6)  Municipal  waste-water  treatment 
plants,  25  years;  and 

(7)  Municipal  sewers,  50  years. 

Classifications  under  the  ADR  system  oc- 
casionally are  made  on  the  basis  of  regxilat- 
ed  accounts.  All  assets  described  in  these  ac- 
counts are  to  be  included,  without  regard  to 
the  fact  that  the  taxpayer  owning  the  de- 
scribed assets  may  not  be  subject  to  any  reg- 
ulatory authority.  .     ^  . 

The  conferees  wish  to  clarify  that  under 
present  law  cargo  containers  have  an  ADR 
midpoint  of  six  years  and  this  present  class 
life  shaU  be  used  in  applying  the  provisions 
of  the  conference  agreement. 

As  under  present  law,  property  which  the 
taxpayer  properly  elects  to  depreciate  under 
the  unlt-of -production  method  or  any  other 
method  not  expressed  in  terms  of  years 
(other  than  the  retirement-replacement-bet- 
terment method  or  simUar  method),  will  be 
so  depreciated.  For  example,  depreciation  is 
allowable  with  respect  to  landfills  on  a  unit 
basis  (Without  regard  to  whether  the  space 
for  dumping  waste  was  excavated  by  the 
taxpayer),  to  the  extent  capital  costs  are 


properly  aUocable  to  the  space  to  be  filled 
with  waste  rather  than  to  the  underlying 
land, 
b.  Luxury  automobilct 

Present  Law 
Recovery  deductions  for  automobUes  are 
subject  to  the  following  dollar  limitations: 
$3,200  for  the  first  recovery  year;  and  $4,800 
for  each  succeeding  taxable  year  in  the  re- 
covery period. 

House  Bill 
Retains  present  law. 

Senate  Amendment 
The  Senate  amendment  conforms  the 
fixed  limitations  on  deductions  so  that  the 
price  range  of  affected  cars  is  unchanged. 
Additionally,  the  amendment  clarifies  that 
the  fixed  limitations  apply  to  all  deductions 
claimed  for  depreciation  of  automobiles,  not 
just  ACRS  deductions. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment  and  conforms 
the  fixed  limitations  on  deductions  so  that 
the  price  range  of  affected  cars  is  un- 
changed. The  new  llmiUtions  are:  $2,560  for 
the  first  recovery  year,  $4,100  for  the  second 
recovery  year;  $2,450  for  the  third  recovery 
year;  and  $1,475  for  each  succeeding  taxable 
year  in  the  recovery  period.  The  conference 
agreement  clarifies  that  the  fixed  limita- 
tions apply  to  all  deductions. 
c.  Changes  in  clawification 

Present  Law 
Under  ACRS,  recovery  periods  are  fixed. 

House  Bill 
Under  the  House  bill.  Treasury  has  the 
authority  to  adjust  class  lives  based  on 
actual  experience  with  certain  depreciable 
assets  (other  than  30-year  real  property  or 
low-income  housing)  and  any  new  class  life 
will  be  used  for  determining  the  class  of 
such  property  and  in  applying  an  alterna- 
tive depreciation  system. 

Senate  Amendment 
The  Senate  amendment  follows  the  House 
bill,  except  the  class  lives  of  certain  other 
property  in  addition  to  residential  rental 
property  and  nonresidential  real  property 
may  not  be  changed. 

Conference  Agreement 
Under  the  conference  agreement,  the 
Treasury  Department  has  the  authority  to 
adjust  class  lives  of  most  assets  (other  than 
residential  rental  property  and  nonresiden- 
tial real  property)  based  on  actual  experi- 
ence. Any  new  class  life  wiU  be  used  for  de- 
termining the  classification  of  such  proper- 
ty and  in  applying  an  alternative  deprecia- 
tion system. 

Any  class  life  prescribed  under  the  Secre- 
tary's authority  must  reflect  the  anticipated 
useful  life,  and  the  anticipated  decline  in 
value  over  time,  of  an  asset  to  the  industry 
or  other  group.  Useful  life  means  the  eco- 
nomic life  span  of  property  over  all  users 
combined  and  not,  as  under  prior  law,  the 
typical  period  over  which  a  Uxpayer  holds 
the  property.  Evidence  indicative  of  the 
useful  life  of  property  which  the  Secretary 
is  expected  to  take  into  account  in  prescrib- 
ing a  class  life  Includes  the  depreciation 
practices  foUowed  by  taxpayers  for  book 
purposes  with  respect  to  the  property.  It 
also  includes  useful  lives  experienced  by 
taxpayers,  according  to  their  reports.  It  fur- 
ther includes  independent  evidence  of  mini- 
mal useful  life— the  terms  for  which  new 
property  Is  leased,  used  under  a  service  con- 
tract,   or   financed— and    independent   evi- 


dence of  the  decline  in  value  of  an  asset 
over  time,  such  as  is  afforded  by  resale  price 
data.  If  resale  price  data  is  used  to  prescribe 
class  lives,  such  resale  price  data  should  be 
adjusted  downward  to  remove  the  effects  of 
historical  inflation.  This  adjustment  pro- 
vides a  larger  measure  of  depreciation  than 
in  the  absence  of  such  an  adjustment.  Class 
lives  using  this  data  should  be  determined 
such  that  the  present  value  of  straight-line 
depreciation  deductions  over  the  class  life, 
discounted  at  an  appropriate  real  rate  of  in- 
terest, is  equal  to  the  present  value  of  what 
the  estimated  decline  in  value  of  the  asset 
would  be  in  the  absence  of  inflation. 

Initial  studies  are  expected  to  concentrate 
on  property  that  now  has  no  ADR  midpoint. 
Additionally,  clothing  held  for  rental  and 
scientific  instruments  (especially  those  used 
in  connection  with  a  computer)  should  be 
studied  to  determine  whether  a  change  in 
class  life  is  appropriate. 

Certain  other  assets  specifically  assigned  a 
recovery  period  (including  horses  In  the 
three-year  class,  qualified  technological 
equipment,  computer-based  central  office 
switching  equipment,  research  and  experi- 
mentation property,  certain  renewable 
energy  and  biomass  properties,  semiconduc- 
tor manufacturing  equipment,  railroad 
track,  single-purpose  agricultural  or  horti- 
cultural structures,  telephone  distribution 
plant  and  comparable  equipment,  municipal 
wastewater  treatment  plants,  and  municipal 
sewers)  may  not  be  assigned  a  longer  class 
life  by  the  Treasury  Department  if  placed  in 
service  before  January  1,  1992.  Additionally, 
automobiles  and  light  trucks  may  not  be  re- 
classified by  the  Treasury  Department 
during  this  five-year  period. 

Such  property  placed  in  service  after  De- 
cember 31,  1991,  and  before  July  1.  1992, 
may  be  prescribed  a  different  class  life  if 
the  Secretary  has  notified  the  Committee 
on  Ways  and  Means  of  the  House  of  Repre- 
senUtives  and  the  Committee  on  Finance  of 
the  Senate  of  the  proposed  change  at  least  6 
months  before  the  date  on  which  such 
change  is  to  take  effect. 


2.  Alternative  cost  recovery  system 
a.  In  general 

Present  Law 

(t)  In  general.— ACRS  deductions  are  re- 
duced for  property  that  Is  (1)  used  predomi- 
nantly outside  the  United  States  or  (2)  tax- 
exempt  use  property. 

Different  depreciation  methods  are  also 
used  for  purposes  of  (1)  computing  earnings 
and  profits  of  a  domestic  corporation,  and 
(2)  applying  the  minimum  tax  provisions. 

Hi)  Tax-exempt  bond  financed  property.— 
Property,  other  than  low-income  housing,  to 
the  extent  it  is  financed  with  Industrial  de- 
velopment bonds,  the  interest  on  which  is 
tax-exempt,  is  depreciated  using  the 
straight-line  method  over  the  ACRS  recov- 
ery period. 

(tti)  Elective  alternative  recovery 
system.-Taxpayers  can  elect  to  use  the 
straight-line  method  over  the  applicable 
ACRS  recovery  period  (or  over  a  longer  re- 
covery period)  with  respect  to  one  or  more 
classes  of  ACRS  property  placed  in  service 
during  a  taxable  year. 

House  Bill  . 

U)  In  general.— Ad  alternative  cost  recov- 
ery system  is  provided  for  the  foUowlng  pur- 
poses: (1)  property  used  predominantly  out- 
side the  United  SUtes,  (2)  tax-exempt  use 
property,  (3)  for  computing  earnings  and 
profits  of  a  domestic  corporation,  and  (4) 
for  applying  the  minimum  tax  provisions. 
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Depreciation  deductions  are  computed 
under  the  method  that  Is  used  under 
present  law  for  property  that  is  leased  to  a 
tax-exempt  entity,  which  generally  is 
stral(ht-llne  over  the  ADR  midpoint  life. 
Qualified  technological  equipment,  cars. 
and  light  trudcs  are  recovered  over  5  years 
and  most  section  1250  real  property  over  40 
years. 

(«)  Tax-exempt  bond  property.— It  all  or 
part  of  property,  other  than  low-income 
bousing,  is  financed  with  bonds,  the  interest 
on  which  is  tax-exempt,  the  property  is  de- 
predated using  the  straight-line  method 
over  the  next  longest  IDS  class  (40  years  for 
most  real  property). 

liii)  Elective  alternative  recovery 
syitem.— Taxpayers  may  elect  an  alternative 
cost  recovery  system  described  in  (i)  for 
property  that  is  otherwise  eligible  for  incen- 
tive depreciation  on  a  class-by-class,  year-by- 
year  basis. 

Senate  Amendment 

(i)  tn  general.— GenenOy,  the  Senate 
amendment  follows  the  House  bill. 

(ii)  Tax-exempt  bond  property.— General- 
ly, property  to  the  extent  it  is  financed  with 
bonds,  the  interest  on  which  is  tax-exempt, 
is  depreciated  using  the  same  method  as  in 
(1).  The  recovery  period  for  solid  waste  dis- 
posal facilities  and  hazardous  waste  treat- 
ment facilities  is  8  years,  and  for  low-income 
housing  is  27.5  years. 

(i»<)  Elective  alternative  recovery 
system.— Taxpayers  may  elect  either  the  al- 
ternative cost  recovery  system  or  the 
straight-line  method  over  the  ACRS  recov- 
ery period  for  property  that  is  otherwise  eli- 
gible for  ACRS  on  a  class-by-class,  year-by- 
year  basis. 

Conference  Affrtement 

«)  In  generaL— The  conference  agreement 
provides  an  alternative  cost  recovery  system 
for  (I)  property  used  predominantly  out- 
side the  United  SUtes.  (2)  tax-exempt  use 
property.  (3)  for  computing  earnings  and 
profits  of  a  domestic  corporation  or  an  "80/ 
20"  company,  and  (4)  for  applying  the  mini- 
mum tax  provisions. 

For  purposes  of  (I).  (2)  and  (3).  the  con- 
ference agreement  follows  the  House  bill 
and  the  Senate  amendment.  For  purposes  of 
determining  whether  property  is  tax- 
exempt  use  property,  in  the  case  of  a  corpo- 
ration the  stock  of  which  is  publicly  traded 
on  an  established  securities  market,  the  test 
of  whether  50  percent  or  more  (in  value)  of 
the  stock  of  such  corporation  is  held  by  tax- 
exempt  entities,  shall  be  made  only  by  in- 
cluding tax-exempt  entities  which  hold  5 
percent  or  more  (in  value)  of  the  stock  in 
such  corporation. 

POr  purposes  of  the  depreciation  prefer- 
ence under  the  minimum  tax,  the  cost  of 
property  other  than  section  1250  real  prop- 
erty is  recovered  using  the  150-percent  de- 
clining balance  method,  switching  to  the 
straight-line  method,  over  the  same  lives  as 
provided  for  the  purposes  of  (1),  (2)  and  (3). 
The  cost  of  section  1250  real  property  and 
other  property  for  which  the  straight-line 
method  is  either  elected  or  required  to  be 
used  for  regular  tax  purposes  is  recovered 
using  the  straight-line  method  for  minimum 
tax  purposes. 

lit)  Tax-exempt  bond  property.— The  con- 
ference agreement  generally  follows  the 
Senate  amendment.  Property,  to  the  extent 
it  is  financed  with  tax-exempt  bonds,  is  de- 
preciated using  the  straight-line  method 
over  the  same  lives  as  provided  in  (i).  Only 
the  portion  of  the  cost  of  property  which  is 
attributable  to  tax-exempt  financing  is  re- 
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covered  using  this  method.  If  only  a  part  of 
a  facility  is  financed  with  tax-exempt  bonds, 
the  tax-exempt  bond  financed  portion  will 
be  allocated  to  property  first  placed  In  serv- 
ice. An  exception  is  provided  to  recover  the 
cost  of  low-Income  housing  financed  with 
tax-exempt  bonds  over  27.5  years. 

(»«)  Elective  alternative  recovery 
system.— The  conference  agreement  follows 
the  Senate  amendment. 

b.  Property  predominantly  of  foreign  origin 
Present  Lmv) 

Under  present  law,  there  is  Presidential 
authority  to  deny  the  investment  tax  credit, 
but  not  to  deny  accelerated  depreciation. 
House  BiU 

The  House  bill  provides  Presidential  au- 
thority to  deny  accelerated  depreciation  to 
property  produced  abroad,  similar  to 
present-law  rules  applicable  to  the  invest- 
ment tax  credit. 

Senate  Amendment 
The  Senate  amendment  follows  the  House 
bill,  except  it  limits  the  Presidential  author- 
ity to  assets  that  have  not  yet  been  ordered. 
Conference  Agreement 
The   conference    agreement    follows   the 
Senate  amendment, 
c.  Property  used  in  outer  space 
Present  Law 
No  provision. 

House  BiU 
Property  launched  by  a  UJS,  person  from 
the  United  States  and  used  in  outer  space  is 
not  treated  as  foreign  use  property. 
Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

3.  Indexing 

Present  Law 
Under  present  law,  the  basis  of  deprecia- 
ble property  is  not  adjusted  for  inflation. 
House  Bill 
Beginning  in  1988.  IDS  deductions  are  in- 
creased for  half  the  annual   inflation  in 
excess  of  5  percent  since  the  second  year  an 
asset  is  placed  in  service. 

Senate  Amendment 

The  Senate  amendment  retains  present 
law. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

4.  Accounting  conventions 
a  Half-year  convention 

Present  Law 
Under  present  law,  the  statutory  sched- 
ules for  personal  property  reflect  a  half- 
year  convention  that  results  in  a  half-year 
depreciation  allowance  for  the  first  recovery 
year,  regardless  of  when  property  is  placed 
in  service  during  the  year. 

House  Bill 
For  personal  property,  both  the  first  and 
last  depreciation  allowances  for  an  asset  re- 
flect the  half-year  convention. 
Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference   agreement   follows   the 
House  bill  and  the  Senate  amendment.  All 


property  placed  in  service  or  disposed  of 
during  a  taxable  year  is  treated  as  placed  in 
service  or  disposed  of  at  the  midpoint  of 
such  year.  In  the  case  of  a  taxable  year  less 
than  12  months,  property  is  treated  as  lieing 
in  service  for  half  the  numl>er  of  months  in 
such  taxable  year. 

b.  Mid-month  convention 

Present  Law 
Under  a  mid-month  convention,  real  prop- 
erty (other  than  low-income  housing)  placed 
in  service  or  disposed  of  at  any  time  during 
a  month  is  treated  as  having  l)e€n  placed  in 
service  or  disposed  of  in  the  middle  of  the 
month. 

House  BiU 
The  House  bill  extends  the  use  of  the  mid- 
month  convention  to  low-income  housing 
and  certain  other  property. 

Senate  Amendment 
The  Senate  amendment  generally  follows 
the  House  bill  and  applies  the  mid-month 
convention  to  all  residential  rental  property 
and  nonresidential  real  property. 

Conference  Agreement 
The   conference   agreement   follows   the 
Senate  amendment. 

c.  Special    rule    where    substantial    property 

placed  in  service  during  last  three  months 
of  the  year 

Present  Law 
No  provision. 

House  BiU 
Under  the  House  bill,  a  mid-month  con- 
vention is  applied  to  all  property  if  more 
than  40  percent  of  aU  property  (other  than 
class  10  property  and  low-income  housing)  is 
placed  in  service  by  a  taxpayer  during  the 
last  quarter  of  the  taxable  year. 
Senate  Amendment 
The  Senate  amendment  generally  follows 
the  House  bill. 

Conference  Agreement 

The  conference  agreement  provides  that  a 
mid-quarter  convention  is  applied  to  all 
property  if  more  than  40  percent  of  all 
property  is  placed  in  service  by  a  taxpayer 
during  the  last  three  months  of  the  taxable 
year.  The  mid-quarter  convention  treats  all 
property  placed  in  service  during  any  quar- 
ter of  a  taxable  year  as  placed  in  service  on 
the  midpoint  of  such  quarter.  Where  the 
taxpayer  is  a  member  of  an  affUiated  group 
(within  the  meaning  of  sec.  1504,  without 
regard  to  sec.  1504(b)).  all  such  members  are 
treated  as  one  taxpayer  for  puirposes  of  the 
40-percent  determination. 

For  example,  using  the  mid-quarter  con- 
vention, a  $100  asset  in  the  five-year  class 
eligible  for  the  200-percent  declining  bal- 
ance method  that  is  placed  in  service  during 
the  first  quarter  of  a  taxable  year  would  re- 
ceive deductions  beginning  in  taxable  year  1 
and  ending  in  taxable  year  6  of  $35,  $26, 
$15.60.  $11.01.  $11.01,  and  $1.38. 

For  taxable  years  in  which  property  is 
placed  in  service  subject  both  to  present-law 
ACRS  and  to  the  conference  agreement,  the 
40-percent  determination  is  made  with  re- 
spect to  all  such  property.  The  mid-quarter 
convention,  however,  applies  only  to  proper- 
ty subject  to  the  conference  agreement. 
5.  Gain  on  disposition 

a.  Residential  real  property 

Present  Law 

For  residential  real  property  held  for 
more  than  one  year,  gain  realized  on  a  dis- 
position is  recaptured  only  to  the  extent 
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that  accelerated  depreciation  deductions 
exceed  straight-line  deductions.  Recapture 
for  low-income  housing  is  phased  out  after 
property  has  been  held  for  a  prescribed 
period. 

House  BUI 
For  residential  real  property  that  is  30- 
year  property,  there  is  no  recapture.  For 
low-income  housing,  only  the  excess  of  IDS 
deductions  over  straight  line  deductions 
(over  the  applicable  recovery  period)  is  re- 
captured, and  the  phaseout  of  recapture  is 
repealed.  For  property  that  ceases  to  qual- 
ify as  low-income  housing  after  a  sale-lease- 
back.  Treasury  is  granted  regulatory  au- 
thority to  determine  the  recapture  amount 
by  reference  to  straight-line  depreciation 
over  30  years. 

Senate  Amendment 
For  all  residential  rental  property,  there  is 
no  recapture. 

Conference  Agreement 
The   conference   agreement   follows   the 
Senate   amendment.   Any   capital   gain   is 
treated  under  the  rules  provided  in  Title  III. 
b.  Nonresidential  real  property 
Present  Law 
There  is  no  recapture  on  a  disposition  if 
the  taxpayer  elected  to  recover  the  proper- 
ty's cost  using  the  straight-line   method. 
Otherwise,   the   full   amount  of  deprecia- 
tion—to extent  of  gain— is  recaptured. 
House  Bill 
Under  the  House  bill,  there  is  no  recap- 
ture for  nonresidential  (30-year)  real  prop- 
erty. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment. 
6.  Lessee  leasehold  improTements 
Present  LaiD 
A  lessee  recovers  the  cost  of  leasehold  im- 
provements over  the  shorter  of  the  proper- 
ty's ACRS  recovery  period  or  the  portion  of 
the  lease  term  remaining  on  the  date  the 
property  is  acquired.  Under  statutory  rules 
provided  for  use  in  determining  the  term  of 
a  lease,  in  certain  cases,  a  lease  term  in- 
cludes periods  during  which  the  lease  may 
be  renewed  pursuant  to  an  option  held  by 
the  lessee,  unless  the  lessee  establishes  that 
it  is  more  probable  than  not  that  the  lease 
will  not  be  renewed.  In  other  cases,  the  stat- 
ute provides  that  a  lease  term  is  determined 
by  excluding  renewal  options  held  by  the 
lessee,  unless  the  facts  show  with  reasona- 
ble certainty  that  the  lease  will  be  renewed. 
These  rules  also  apply  in  determining  the 
amortization  period  for  lease  acquisition 
costs. 

House  Bill 
Under  the  House  bill,  a  lessee  recovers 
capital  costs  under  the  general  rules  in 
every  case. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill.  Additionally,  the  sUtutory  rules 
for  determining  the  term  of  a  lease— the 
only  future  relevance  of  which  would  be  in 
determining  the  amortization  period  for 
lease  acquisition  costs— is  amended  to  pro- 
vide that  the  term  of  a  lease  is  determined 
by  including  all  renewal  options  as  well  as 
any  period  for  which  the  parties  reasonably 
expect  the  lease  to  be  renewed. 


Conference  Agreement 
The   conference   agreement   follows   the 
Senate  amendment. 

7.  Expensing 


Present  Law 


Taxpayers  can  elect  to  expense  up  to 
$5,000  of  the  cost  of  personal  property  that 
is  purchased  and  used  in  a  trade  or  business. 
The  $5,000  ceiling  is  scheduled  to  increase 
to  $7,500  for  taxable  years  beginning  in  1988 
and  1989,  and  to  $10,000  for  years  begiiming 
after  1989.  The  dollar  limitation  is  subject 
to  apportionment  among  certain  related  en- 
tities. If  expensed  property  is  converted  to 
nonbusiness  use  within  two  years  of  the 
time  the  property  was  placed  in  service,  the 
difference  between  the  amount  expensed 
and  the  AC^RS  deductions  that  would  have 
been  allowed  for  the  period  of  business  use 
is  recaptured  as  ordinary  income. 

House  Bill 
The  House  bill  provides  a  $10,000  ceiling 
for  expensing  and  limits  eligibility  for  ex- 
pensing to  taxpayers  whose  total  invest- 
ment in  tangible  personal  property  for  the 
taxable  year  is  $200,000  or  less. 

Senate  Amendment 
The  Senate  amendment  provides  a  $10,000 
ceiling  for  expensing  for  taxpayers  whose 
total  investment  in  tangible  personal  prop- 
erty is  $200,000  or  less.  For  other  taxpayers, 
for  every  dollar  of  investment  in  excess  of 
$200,000,  the  $10,000  ceiling  is  reduced  by 
one  dollar.  The  amount  eligible  to  be  ex- 
pensed is  limited  to  the  taxable  income  de- 
rived from  the  active  trade  or  business  in 
which  the  property  is  used.  The  difference 
between  expensing  and  ACRS  deductions  is 
recaptured  if  property  is  converted  to  non- 
business use  at  any  time  before  the  end  of 
the  property's  recovery  period. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  but  provides 
that  the  amount  eligible  to  be  expensed  is 
limited  to  the  taxable  income  derived  from 
any  trade  or  business.  Married  individuals 
filing  separate  returns  are  treated  as  one 
taxpayer  for  purposes  of  determining  the 
amount  which  may  be  expensed  and  the 
total  amount  of  investment  in  tangible  per- 
sonal property. 

8.  Vintage  accounts 

Present  Law 

Under  present  law,  taxpayers  generally 
compute  depreciation  deductions  on  an 
asset-by-asset  basis.  Under  regulations  pre- 
scribed by  the  Secretary,  there  is  an  election 
to  establish  mass  asset  vintage  accounts  for 
assets  in  the  same  recovery  class  and  placed 
in  service  in  the  same  year.  The  definition 
of  assets  eligible  for  inclusion  in  mass  asset 
accounts  is  limited,  primarily  because  of 
concern  about  the  mechanics  of  recapturing 
investment  tax  credit. 

House  Bill 

With  repeal  of  the  investment  tax  credit, 
the  House  bill  authorizes  regulations  that 
would   expand   the   definition   of   eligible 
property  to  include  all  property. 
Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  and 
clarifies  that  diverse  assets  can  l>e  included 
in  these  accounts. 


9.  Public  utility  property 

Present  Law 
The  benefits  of  accelerated  depreciation 
must  be  normalized. 

House  Bill 
The  House  bill  retains  present  law  and  ad- 
ditionally applies  special  normalization 
rules  to  excess  deferred  tax  reserves  result- 
ing from  the  reduction  of  corporate  income 
tax  rates. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference   agreement   follows   the 
House  bill  and  the  Senate  amendment. 


10.  Regular  investment  tax  credit 

Present  Law 

General  rule 

A  credit  against  income  tax  liability  is  al- 
lowed for  up  to  10  percent  of  a  taxpayer's 
investment  in  certain  tangible  depreciable 
property  (generally,  not  including  buildings 
or  their  structural  components)  (sees.  38 
and  46).  The  amount  of  the  regular  invest- 
ment credit  is  based  on  the  ACRS  recovery 
class  to  which  the  property  is  assigned.  The 
10-percent  credit  is  allowed  for  eligible  prop- 
erty in  the  5-year  and  10-year  classes,  and 
the  15-year  public  utility  property  class. 
Three-year  ACRS  property  is  eligible  for  a 
six-percent  regular  credit  (even  if  the  tax- 
payer elects  to  use  a  longer  recovery 
period).  The  maximum  amount  of  a  taxpay- 
er's investment  in  used  property  that  is  eli- 
gible for  the  regular  investment  credit  is 
$125,000  per  year,  the  limitation  on  used 
property  is  scheduled  to  Increase  to  $150,000 
for  taxable  years  beginning  after  1987. 

Generally,  the  investment  credit  is 
claimed  for  the  taxable  year  in  which  quali- 
fying property  is  placed  in  service.  In  cases 
where  property  is  constructed  over  a  period 
of  two  or  more  years,  an  election  is  provided 
under  which  the  credit  may  be  claimed  on 
the  basis  of  qualified  progress  expenditures 
("QPEs")  made  during  the  period  of  con- 
struction before  the  property  is  completed 
and  placed  in  service.  Investment  credits 
claimed  on  QPEs  are  subject  to  recapture  if 
the  property  fails  to  qualify  for  the  invest- 
ment credit  when  placed  in  service. 

Unused  credits  for  a  taxable  year  can  be 
carried  back  to  each  of  the  three  preceding 
taxable  years  and  then  carried  forward  to 
each  of  the  15  foUowing  taxable  years  (sec. 
39). 
Public  utility  property 

Public  utility  property  is  eligible  for  the 
regular  investment  credit  only  if  the  tax 
benefits  of  the  credit  are  normalized  in  set- 
ting rates  charged  by  the  utility  to  custom- 
ers and  in  reflecting  operating  results  in 
regulated  books  of  account  (sec.  46(f)).  The 
investment  credit  is  denied  for  public  utility 
property  if  the  regulatory  commission's 
treatment  of  the  credit  results  in  benefits 
being  flowed  through  to  customers  more 
rapidly  than  under  either  (1)  the  ratable 
flow- through  method  or  (2)  the  rate  base  re- 
duction method. 

House  Bill 

The  House  bill  repeals  the  regular  invest- 
ment tax  credit. 

Senate  Amendment 

The  Senate  amendment  follows  the  House 
bllL 
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Confertnce  Affnement 
The  conference  agreement  follows   the 
House  bill  and  the  Senate  amendments. 

U.  FinuMc  If  ei 

Present  Law 

The  Tax  Kqulty  and  Fiscal  Responsibility 
Act  of  1982  provided  rules  (finance  leasing 
rules)  that  liberalized  the  leasing  niles  with 
respect  to  certain  property.  Under  the  fi- 
nance leasing  rules,  the  fact  that  (1)  the 
lessee  has  an  option  to  purchase  the  proper- 
ty at  a  fixed  price  of  10  percent  or  more  of 
its  original  cost  to  the  lessor,  or  (2)  the 
property  can  be  used  only  by  the  lessee  is 
not  taken  into  account  in  determining 
whether  the  agreement  is  a  lease. 

The  finance  lease  rules  were  to  have  been 
generally  effective  for  agreements  entered 
into  after  December  31.  1983.  with  three 
temporary  restrictions  intended  to  limit  the 
tax  benefits  of  finance  leasing  in  1984  and 
1985.  First,  no  more  than  40  percent  of 
property  placed  in  service  by  a  lessee  during 
any  calendar  year  beginning  before  1986 
was  to  qualify  for  finance  lease  treatment. 
Second,  a  lessor  could  not  have  used  finance 
lease  rules  to  reduce  its  tax  Uability  for  any 
taxable  year  by  more  than  50  percent.  This 
50-percent  lessor  cap  was  to  apply  to  proper- 
ty placed  in  service  on  or  before  September 
30.  1985.  lliird.  the  investment  tax  credit 
for  property  subject  to  a  finance  lease  and 
placed  in  service  on  or  before  September  30, 
1985.  was  only  allowable  ratably  over  5 
years,  rather  than  entirely  in  the  year  the 
property  is  placed  in  service. 

Notwithstanding  these  general  rules,  fi- 
nance leasing  was  to  be  available  for  up  to 
$150,000  per  calendar  year  of  a  lessee's  farm 
property  for  agreements  entered  into  after 
July  1.  1982,  and  before  1984.  Furthermore, 
the  40-percent  lessee  cap,  50-percent  lessor 
cap,  and  5-year  spread  of  the  investment 
credit  did  not  apply  to  this  amount  of  farm 
property. 

The  Tax  Reform  Act  of  1984,  however, 
postponed  the  effective  date  of  the  finance 
lease  rules  to  generally  apply  to  agreements 
entered  into  after  December  31,  1987,  and 
extended  the  three  restrictions.  Thus,  the 
40-percent  lessee  cap  was  extended  to  prop- 
erty placed  in  service  by  a  lessee  during  any 
calendar  year  beginning  before  1990;  the  50- 
percent  lessor  cap  was  extended  through 
September  30.  1989:  and  the  5-year  spread 
of  the  investment  credit  for  property  sul>- 
Ject  to  a  finance  lease  was  extended  to  prop- 
erty placed  in  service  on  or  before  Septem- 
ber 30.  1989. 

The  Tax  Reform  Act  of  1984  provided 
transitional  rules  which  exempted  property 
from  the  4-year  postponement  if.  before 
March  7,  1984,  (Da  binding  contract  to  ac- 
quire or  construct  the  property  was  entered 
into  by  or  for  the  lessee,  (2)  the  property 
was  acquired  by  the  lessee,  or  (3)  construc- 
tion of  the  property  was  begun  by  or  for  the 
lessee.  In  addition,  the  Act  exempted  from 
the  4-year  postponement  prot>erty  which  is 
placed  in  service  before  1988  and  is  (1)  a 
qualified  lessee's  automotive  manufacturing 
property  (limited  to  an  aggregate  of  $150 
million  of  cost  basis  per  lessee)  or  (2)  prop- 
erty that  was  part  of  a  coal-fired  cogenera- 
tion  facility  for  which  certification  and  con- 
struction permit  applications  were  filed  on 
specified  dates.  The  special  rules  relating  to 
the  availability  of  finance  leasing  for  up  to 
$150,000  per  calendar  year  of  a  lessee's  farm 
property  were  extended  to  cover  agreements 
entered  into  before  1988. 
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House  Bill 

The  House  bill  repeals  the  finance  leasing 
rules. 

Senate  Amendment 

The  Senate  amendment  f  oUows  the  House 
bill. 

Conference  Agreement 
The   conference   agreement    follows   the 
House  bill  and  the  Senate  amendment. 
12.  Effective  date* 

a.  In  general 

House  Bill 
The  depreciation  provisions  apply  to  prop- 
erty placed  in  service  after  December  31. 

1985.  The  provision  that  repeals  the  regular 
investment  tax  credit  is  effective  for  proper- 
ty placed  in  service  after  December  31. 1985. 
Repeal  of  the  finance  leasing  rules  is  effec- 
tive for  agreements  entered  into  after  De- 
cember 31. 1985. 

Senate  Amendment 

The  provisions  that  modify  ACRS  apply 
to  all  property  placed  in  service  alter  De- 
cember 31,  1986.  The  provision  that  repeals 
the  regular  investment  tax  credit  is  effec- 
tive for  property  placed  in  service  after  De- 
cember 31.  1985.  Repeal  of  the  finance  lease 
rules  is  effective  for  agreements  entered 
into  after  December  31, 1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment  except  that  the  confer- 
ence agreement  also  provides  an  election  to 
apply  the  modified  ACRS  to  certain  proper- 
ty that  is  placed  in  service  after  July  31. 

1986.  All  elections  made  under  section  168 
of  the  Code,  as  amended,  are  irrevocable 
and  must  be  made  on  the  first  tax  return 
for  the  taxable  year  in  which  the  property 
is  placed  in  service. 

b.  Transitional  rales 

House  Bill 

The  House  bill  provides  certain  exceptions 
to  the  general  effective  dates,  in  the  case  of 
property  constructed,  reconstructed  or  ac- 
quired pursuant  to  a  written  contract  that 
was  binding  as  of  September  25,  1985,  and  in 
other  transitional  situations.  Except  in  the 
case  of  certain  qualified  waste  disposal  fa- 
cilities, the  application  of  the  transitional 
rules  is  conditioned  on  property  being 
placed  in  service  by  a  prescribed  date. 
Senate  Amendment 

The  Senate  amendment  generally  follows 
the  House  bill,  except  that  (1)  the  binding 
contract  date  is  March  1.  1986.  for  deprecia- 
tion and  December  31.  1985,  for  the  invest- 
ment tax  credit  (2)  certain  satellites  are  ex- 
cepted from  the  placed-in-service  require- 
ment, and  (3)  additional  transitional  relief  is 
provided. 

Conference  Agreement 
In  general 

The  conference  agreement  provides  cer- 
tain exceptions  to  the  general  effective 
dates,  in  the  case  of  property  constructed, 
reconstructed,  or  acquired  pursuant  to  a 
written  contract  that  was  binding  as  of 
March  1,  1986.  (December  31.  1985,  for  pur- 
poses of  the  investment  tax  credit)  or  in 
other  transitional  situations  discussed 
l>elow.  Except  in  the  case  of  qualified  solid 
waste  disposal  facilities  and  certain  satel- 
Utes  (described  below),  the  application  of 
the  transitional  rules  is  conditioned  on 
property  being  placed  in  service  by  a  pre- 
scribed date  in  the  future.  In  addition,  spe- 
cial rules  are  provided  for  investment  cred- 
its claimed  on  transitional  property,  for  tax- 


exempt  bond  financed  property,  and  for  the 
finance  lease  rules. 

The  conferees  are  aware  that  taxpayers 
may  have  difficulty  in  identifying  under 
their  accounting  systems  whether  a  particu- 
lar item  placed  in  service  on  or  after  Janu- 
ary 1.  1987,  (1986,  for  the  investment  tax 
credit)  was  acquired  pursuant  to  a  contract 
that  was  binding  before  March  2.  1986.  (De- 
cember 31.  1985,  for  the  investment  tax 
credit)  or  meets  the  rule  for  self -constructed 
property.  The  problem  arises  where  a  tax- 
payer regularly  enters  into  contracts  for  (or 
manufactures  Itself)  large  stocks  of  identical 
or  similar  items  of  property  to  be  placed  in 
service  as  needed.  The  taxpayer's  account- 
ing system  may  not  identify  the  date  on 
which  the  contract  for  an  item's  acquisition 
was  entered  into  (or  the  date  on  which  man- 
ufacture commenced).  In  such  a  situation,  a 
taxpayer  is  to  assume  that  the  first  items 
placed  in  service  after  I>ecember  31,  1986. 
(1985,  for  the  investment  tax  credit)  were 
those  they  had  under  a  binding  contract  on 
that  date.  A  similar  rule  is  to  apply  to  self- 
constructed  property. 

Except  as  otherwise  provided,  for  pur- 
poses of  the  depreciation  transitional  rules, 
the  rules  described  below  do  not  apply  to 
any  property  unless  the  property  has  an 
ADR  midpoint  of  seven  years  or  more  and  is 
placed  in  service  before  the  applicable  date, 
determined  according  to  the  following:  (1) 
for  property  with  an  ADR  midpoint  less 
than  20  years  (other  than  computer-based 
telephone  central  office  switching  equip- 
ment), January  1,  1989,  and  (2)  for  property 
with  an  ADR  midpoint  of  20  years  or  more, 
residential  rental  property,  and  noru-esiden- 
tial  real  property,  January  1, 1991. 

For  purposes  of  the  investment  tax  credit 
transitional  rules,  the  applicable  placed-in- 
service  dates  are:  (1)  for  property  with  an 
ADR  midpoint  less  than  five  years,  July  1, 
1986,  (2)  for  property  with  an  ADR  mid- 
point of  at  least  five  but  less  than  seven 
years  and  including  computer-based  tele- 
phone central  office  switching  equipment, 
January  1,  1987.  (3)  for  property  with  an 
ADR  midpoint  of  at  least  seven  but  less 
than  20  years  (other  than  computer-based 
telephone  central  office  switching  equip- 
ment). January  1,  1989.  and  (4)  for  property 
with  an  ADR  midpoint  of  20  years  or  more. 
January  1, 1991.  Property  that  is  incorporat- 
ed into  an  equipped  building  or  plant  facili- 
ty need  not  independently  satisfy  the 
placed-in-service  requirements.  Instead, 
such  property  would  qualify  for  transition 
relief  as  part  of  the  equipped  building  or 
plant  facility— as  long  as  the  equipped  build- 
ing or  plant  facility  is  placed  in  service  by 
the  prescribed  date. 

For  purposes  of  the  general  effective 
dates,  if  at  least  80  percent  of  a  target  cor- 
poration's stock  is  acquired  on  or  before  De- 
cember 31.  1986.  (December  31,  1985,  for 
purposes  of  the  investment  tax  credit)  and 
the  acquiring  corporation  makes  a  section 
338  election  to  treat  the  stock  purchase  as 
an  asset  purchase  after  the  relevant  date, 
then  the  deemed  new  target  corporation  is 
treated  as  having  purchased  the  assets 
l)ef ore  the  general  effective  date. 

Anti-chuming  rules 

The  conference  agreement  expands  the 
scope  of  the  present  law  anti-chuming  rules 
to  prevent  taxpayers  from  bringing  certain 
property  placed  in  service  after  December 
31,  1980,  under  the  modified  ACRS.  The  ex- 
panded anti-chuming  rules  apply  to  all 
ACRS  property,  other  than  residential 
rental    property    and    nonresidential    real 
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property,  where  the  result  would  be  to  qual- 
ity such  property  for  more  generous  depre- 
dation than  would  be  available  under 
present  law.  The  conference  agreement  re- 
tains the  anti-chuming  rules  applicable  to 
proi>erty  that  was  originally  placed  in  serv- 
ice before  January  1,  1981.  The  anti-chum- 
ing rules  will  not  apply  to  property  that  is 
placed  in  service  before  January  1.  1987.  for 
personal  use  and  converted  to  business  use 
on  or  after  January  1, 1987. 
Binding  contracts 

The  conference  agreement  does  not  apply 
to  property  that  Is  constructed,  reconstruct- 
ed, or  acquired  by  a  taxpayer  pursuant  to  a 
written  contract  that  was  binding  as  of 
Bffarch  1,  1986  (December  31.  1985,  for  in- 
vestment tax  credits),  and  at  all  times  there- 
after. If  a  taxpayer  transfers  his  rights  in 
any  such  property  imder  construction  or 
such  contract  to  another  taxpayer,  the  bill 
does  not  apply  to  the  property  in  the  hands 
of  the  transferee,  as  long  as  the  property 
was  not  placed  in  service  by  the  transferee 
before  the  transfer  by  the  transferor.  For 
purposes  of  this  rule.  If  by  reason  of  sales  or 
exchanges  of  interests  in  a  partnership, 
there  is  a  deemed  termination  and  reconsti- 
tution  of  a  partnership  under  section 
708(b)(1)(B).  the  partnership  is  to  be  treat- 
ed as  having  transferred  its  rights  in  the 
property  under  construction  or  the  contract 
to  the  new  partnership. 

The  general  binding  contract  rule  applies 
only  to  contracts  in  which  the  construction, 
reconstruction,  erection,  or  acquisition  of 
property  is  itself  the  subject  matter  of  the 
contract. 

A  contract  is  binding  only  if  it  is  enforcea- 
ble under  State  law  against  the  taxpayer, 
and  does  not  limit  damages  to  a  specified 
amount  (e.g.,  by  use  of  a  liquidated  damages 
provisions).  A  contractual  provision  that 
limits  damages  to  an  amount  equal  to  at 
least  Itive  percent  of  the  total  contract  price 
is  not  treated  as  limiting  damages. 

For  purposes  of  the  general  binding  con- 
tract rule,  a  contract  under  which  the  tax- 
payer is  granted  an  option  to  acquire  prop- 
erty is  not  to  be  treated  as  a  binding  con- 
tract to  acquire  the  underlying  property.  In 
contrast,  a  contract  under  which  the  tax- 
payer grants  an  Irrevocable  put  (i.e.,  an 
option  to  sell)  to  another  taxpayer  is  treat- 
ed as  a  binding  contract,  as  the  grantor  of 
such  an  option  does  not  have  the  ability  to 
unilaterally  rescind  the  commitment.  In 
general,  a  contract  is  binding  even  If  subject 
to  a  condition,  as  long  as  the  condition  Is 
not  within  the  control  of  either  party  or  a 
predecessor  (except  In  the  limited  circum- 
stances described  below).  A  contract  that 
was  binding  as  of  March  1.  1986  (or  Decem- 
ber 31,  1985,  In  the  case  of  the  Investment 
tax  credit)  will  not  be  considered  binding  at 
all  times  thereafter  if  it  is  substantially 
modified  after  that  date. 

A  binding  contract  to  acquire  a  compo- 
nent part  of  a  larger  property  will  not  be 
treated  as  a  binding  contract  to  acquire  the 
larger  property  under  the  general  rule  for 
binding  contracts.  For  example,  if  a  written 
binding  contract  to  acquire  an  aircraft 
engine  was  entered  into  before  March  2, 
1988.  there  would  be  a  binding  contract  to 
acquire  only  the  engine,  not  the  entire  air- 
craft. 

The  conferees  wish  to  clarify  the  general 
binding  contract  rule  with  respect  to  invest- 
ment credit  and  ACJRS  allowances.  Design 
changes  to  a  binding  contract  to  construct  a 
project  that  are  made  for  reasons  of  techni- 
cal or  economic  efficiencies  of  operation  and 
that  cause  an  insignificant  increase  in  the 


original  price  will  not  constitute  substantial 
modifications  of  the  contract  so  as  to  affect 
the  status  of  the  project  under  the  binding 
contract  rule.  In  addition,  a  supplementary 
contract  that  stands  on  its  own  and  is  not 
protected  by  the  binding  contract  rule,  for 
example,  to  build  an  addition  to  a  project 
protected  by  the  binding  contract  rule,  will 
not  adversely  affect  the  status  of  the  por- 
tion of  the  project  subject  to  a  separate 
binding  contract. 

The  conferees  also  wish  to  clarify  that  the 
general  binding  contract  rule  does  not  apply 
to  supply  agreements  with  manufacturers, 
where  such  contracts  fail  to  specify  the 
amoimt  or  design  specifications  of  property 
to  be  purchased;  such  contracts  are  not  to 
be  treated  as  binding  contracts  until  pur- 
chase orders  are  actually  placed.  A  purchase 
order  for  a  specific  number  of  properties, 
based  on  the  pricing  provisions  of  the 
supply  agreement,  will  be  treated  as  a  bind- 
ing contract. 
Self-constructed  property 

The  conference  agreement  does  not  apply 
to  property  that  is  constructed  or  recon- 
structed by  the  taxpayer.  If  (1)  the  lesser  of 
$1  million  or  five  percent  of  the  cost  of  the 
property  was  Incurred  or  committed,  (I.e.. 
required  to  be  Incurred  pursuant  to  a  writ- 
ten binding  contract  in  effect)  as  of  March 
1,  1986  (December  31,  1985.  for  purposes  of 
the  Investment  tax  credit)  and  (2)  the  con- 
struction or  reconstruction  began  by  that 
date.  For  purposes  of  this  rule,  a  taxpayer 
who  serves  as  the  engineer  and  general  con- 
tractor of  a  project  is  to  be  treated  as  con- 
structing the  property.  For  purposes  of  this 
rule,  the  construction  of  property  is  consid- 
ered to  begin  when  physical  work  of  a  sig- 
nificant nature  starts.  Construction  of  a  fa- 
cility or  equipment  Is  not  considered  as 
begim  If  work  has  started  on  minor  parts  or 
components.  Physical  work  does  not  include 
preliminary  activities  such  as  planning  or 
designing,  securing  financing,  exploring,  re- 
searching, or  developing. 

For  purposes  of  the  rule  for  self-con- 
structed property,  in  the  context  of  a  build- 
ing, the  term  "property"  Includes  all  of  the 
normal  and  customary  components  that  are 
purchased  from  others  and  installed  with- 
out significant  modification  ie.g.,  light  fix- 
tures). 
Eguipped  buildings 

Under  the  conference  agreement,  where 
construction  of  an  equipped  building  began 
on  or  before  March  1,  1986  (December  31, 

1985,  for  purposes  of  the  Investment  tax 
credit),  pursuant  to  a  written  specific  plan, 
and  more  than  one-half  the  cost  of  the 
equipped  building  (Including  any  machinery 
and  equipment  for  It)  was  Incurred  or  com- 
mitted before  March  2.  1986  (January   1. 

1986,  for  the  Investment  tax  credit)  the 
entire  equipped  building  project  and  Inci- 
dental appurtenances  are  excepted  from  the 
bill's  application.'  Where  the  costs  incurred 
or  committed  before  March  2,  1986  (Janu- 
ary 1,  1986,  for  the  Investment  tax  credit) 
do  not  equal  more  than  half  the  cost  of  the 
equipped  building,  each  Item  of  machinery 
and  equipment  is  treated  separately  for  pur- 
poses of  determining  whether  the  item 
qualifies  for  transitional  relief. 


'  For  example.  If  property  with  a  class  life  of  less 
than  7  years  is  incorporated  Into  an  equipped  build- 
in«.  then  such  property  would  not  independently 
need  to  satisfy  the  placedin-service  requirements. 
Instead,  such  property  would  qualify  for  transition 
relief  as  part  of  the  equipped  building— as  long  as 
the  equipped  building  is  placed  in  service  by  the 
prescribed  date. 


Under  the  equipped  buflding  rule,  the  con- 
ference agreement  will  not  apply  to  equip- 
ment and  machinery  to  be  used  in  the  com- 
pleted building,  and  also  incidental  machin- 
ery, equipment,  and  structures  adjacent  to 
the  building  (referred  to  here  as  appurte- 
nances) which  are  necessary  to  the  planned 
use  of  the  building,  where  the  following 
conditions  are  met: 

(1)  The  construction  (or  reconstruction  or 
erection)  or  acquisition  of  the  building,  ma- 
chinery, and  equipment  was  pursuant  to  a 
specific  written  plan  of  a  taxpayer  In  exist- 
ence on  March  1,  1986  (December  31.  1985, 
for  the  Investment  tax  credit):  and 

(2)  More  than  50  percent  of  the  adjusted 
basis  of  the  building  and  the  equipment  and 
machinery  to  be  used  In  it  (as  contemplated 
by  the  written  plan)  was  attributable  to 
property  the  cost  of  which  was  Incurred  or 
committed  by  March  1,  1986  (December  31, 
1985,  for  the  Investment  tax  credit),  and 
construction  commenced  on  or  before 
March  1.  1986  (December  31,  1985,  for  the 
Investment  tax  credit). 

The  written  plan  for  an  equipped  building 
may  be  modified  to  a  minor  extent  after 
March  1,  1986  (December  31.  1985.  for  the 
Investment  tax  credit)  and  the  property  In- 
volved may  still  come  imder  this  rule;  how- 
ever, there  cannot  be  substantial  modifica- 
tion in  the  plan  if  the  equipped  building 
rule  is  to  apply.  The  plan  referred  to  must 
be  a  definite  and  specific  plan  of  the  tax- 
payer that  Is  available  in  written  form  as 
evidence  of  the  taxpayer's  Intentions. 

The  equipped  building  rule  can  be  illus- 
trated by  an  example  where  the  taxpayer 
has  a  plan  providing  for  the  construction  of 
a  $100,000  buUdlng  with  $80,000  of  machin- 
ery and  equipment  to  be  placed  in  the  build- 
ing and  used  for  a  specified  manufacturing 
process.  In  addition,  there  may  be  other 
structures  or  equipment,  here  called  appur- 
tenances, which  are  incidental  to  the  oper- 
ations carried  on  in  the  building,  that  are 
not  themselves  located  In  the  buUdlng. 
Assume  that  the  Incidental  appurtenances 
have  further  costs  of  $30,000.  These  appur- 
tenances might  include,  for  example,  an  ad- 
jacent railroad  siding,  a  dynamo  or  water 
tower  used  in  connection  with  the  manufac- 
turing process,  or  other  Incidental  struc- 
tures or  machinery  and  equipment  neces- 
sary to  the  planned  use  of  the  building.  Of 
course,  appurtenances,  as  used  here,  do  not 
include  a  plant  needed  to  supply  materials 
to  be  processed  or  used  in  the  building 
under  construction.  In  tliis  case,  if  construc- 
tion of  the  building  is  under  a  binding  con- 
tract and  property  but  no  equipment  had 
been  ordered,  and  the  appurtenances  had 
not  been  constructed  or  placed  under  bind- 
ing order,  the  equipped  building  rule  would 
apply.  This  is  true  because  the  building  cost 
represents  more  than  50  percent  of  the  total 
$180,000.  As  a  result,  the  machinery  and 
equipment,  even  though  not  imder  binding 
contract,  is  eligible  for  the  rule.  In  this  con- 
nection, it  should  be  noted  that  the  addi- 
tional cost  of  appurtenances.  $30,000.  Is  not 
taken  into  account  for  purposes  of  deter- 
mining whether  the  50-percent  test  is  met. 
Nevertheless,  the  bill  would  not  apply  to 
these  appurtenances  since  the  50-percent 
test  is  met  as  to  the  equipped  buUdlng. 

Plant  facilities 

The  conference  agreement  also  provides  a 
plant  facility  rule  that  is  comparable  to  the 
equipped  building  rule  (described  above), 
for  cases  where  the  facility  is  not  housed  in 
a  building.  For  purposes  of  this  rule,  the 
term  "plant  facility"  means  a  facility  that 
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does  not  include  any  building  (or  of  which 
buildings  constitute  an  insignificant  por- 
tion), and  that  Is  a  self-contained  single  op- 
erating unit  or  processing  operation— locat- 
ed on  a  single  site— identifiable  as  a  single 
unitary  project  as  of  March  1, 1986. 

If  pursuant  to  a  written  specific  plan  of  a 
taxpayer  in  existence  as  of  March  1.  1986 
(December  31.  1985,  for  the  Investment  tax 
credit),  the  taxpayer  constructed,  recon- 
structed, or  erected  a  plant  facility,  the  con- 
struction, reconstruction,  or  erection  com- 
menced as  of  March  1,  1986  (December  31. 
1985.  for  the  investment  tax  credit),  and  the 
50-percent  test  is  met,  then  the  conference 
agreement  will  not  apply  to  property  that 
makes  up  the  facility.  For  this  purpose,  con- 
struction, etc.,  of  a  plant  facility  is  not  con- 
sidered to  have  begiin  until  it  has  com- 
menced at  the  site  of  the  plant  facUity. 
(This  latter  rule  does  not  apply  if  the  facUi- 
ty is  not  to  be  located  on  land  and.  there- 
fore, where  the  initial  worlt  on  the  facility 
must  begin  elsewhere.)  In  this  case,  as  in 
the  case  of  the  commencement  of  construc- 
tion of  a  building,  construction  begins  only 
when  actual  worlt  at  the  site  commences:  for 
example,  when  worli  begins  on  the  excava- 
tion for  footings,  etc.,  or  pouring  the  pads 
for  the  facility,  or  the  driving  of  foundation 
pilings  into  the  ground.  Preliminary  woric, 
such  as  clearing  a  site,  test  drilling  to  deter- 
mine soil  condition,  or  excavation  to  change 
the  contour  of  the  land  (as  distinguished 
from  excavation  for  footings),  does  not  con- 
stitute the  beginning  of  construction,  recon- 
struction or  erection. 

The  conferees  wish  to  clarify  the  applica- 
tion of  the  plant  facility  rule  where  the 
original  construction  of  a  power  plant  is 
pursuant  to  a  written  specific  plan  of  a  tax- 
payer in  existence  as  of  March  1,  1986  (De- 
cember 31,  1985,  in  the  case  of  the  invest- 
ment tax  credit),  and  both  the  original  con- 
struction and  more  than  one-half  of  the 
total  cost  of  the  property  to  be  used  at  the 
powerplant  has  been  incurred  or  committed 
by  such  date.  The  plant  facility  rule  will 
apply  to  the  powerplant  even  though  the 
type  of  fuel  to  be  utilized  at  the  plant  may 
have  changed  subsequent  to  the  original 
plan  and  other  changes  may  l>e  made  to  ac- 
commodate the  change  in  the  fuel  source,  as 
long  as  more  than  one- half  of  the  total  cost 
of  the  plant,  including  all  conversion  costs, 
were  incurred  or  committed  by  March  1, 
1986. 

Special  rtOes  for  sale-leatebacks  within  three 
months 

Property  is  treated  as  meeting  the  re- 
quirements of  a  transitional  or  general  ef- 
fective date  rule  if  (1)  the  property  is  placed 
in  service  by  a  taxpayer  who  acquired  the 
property  from  a  person  in  whose  hands  the 
property  would  qualify  under  a  transitional 
or  general  effective  date  rule,  (2)  the  prop- 
erty is  leased  baclE  by  the  taxpayer  to  such 
person,  and  (3)  the  leaseback  occurs  within 
three  months  after  such  property  was  origi- 
nally placed  in  service,  but  no  later  than  the 
applicable  date.  The  committee  intends  that 
the  special  rule  for  sale-leasebacks  apply  to 
any  property  that  qualifies  for  transitional 
relief  under  the  bill  or  that  was  originally 
placed  in  service  by  the  lessee  under  the 
saie-leaseback  before  the  general  effective 
date.  This  rule  would  apply  where  a  taxpay- 
er acquires  property  from  a  manufacturer, 
places  the  property  in  service  by  leasing  it 
to  the  ultimate  user,  and  subsequently  en- 
gages in  a  sale-leaseback  within  three 
months  after  the  property  was  originally 
placed  in  service  under  the  initial  lease. 
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In  the  case  of  a  facility  that  would  other- 
wise qualify  for  transitional  relief  as  an 
equipped  building  (described  above),  if  a 
portion  of  such  equipped  building  is  sold 
and  leased  back  in  accordance  with  the  re- 
quirements of  the  special  rule  for  sale-lease- 
backs,  both  the  leased  and  retained  portions 
will  continue  to  qualify  for  transitional 
relief  as  an  equipped  building. 

Special  rules  for  tax-exempt  6o7id  financed 
property 

The  provision  restricting  ACRS  deduc- 
tions for  property  financed  with  tax-exempt 
bonds  applies  to  property  placed  in  service 
after  December  31,  1986.  to  the  extent  such 
property  is  financed  (directly  or  indirectly) 
by  the  proceeds  of  bonds  issued  after  March 
1.  1986.  The  revised  restrictions  on  ACRS 
deductions  do  not  apply  to  facilities  placed 
in  service  after  December  31, 1986,  if— 

(1)  the  original  use  of  the  facilities  com- 
mences with  the  taxpayer  and  the  construc- 
tion (including  reconstruction  or  rehabilita- 
tion) commenced  before  March  2,  1986,  and 
was  completed  after  that  date; 

(2)  a  binding  contract  to  incur  significant 
expenditures  for  the  construction  (including 
reconstruction  or  rehabilitation)  of  the 
property  financed  with  the  bonds  was  en- 
tered into  liefore  March  2.  1986,  was  binding 
at  all  times  thereafter,  and  some  or  all  of 
the  expenditures  were  incurred  after  March 
1, 1986:  or 

(3)  the  facility  was  acquired  after  March 
1,  1986,  pursuant  to  a  binding  contract  en- 
tered into  before  March  2,  1986,  and  that  is 
binding  at  all  times  after  March  1, 1986. 

For  purposes  of  this  restriction,  the  deter- 
mination of  whether  a  binding  contract  to 
incur  significant  expenditures  existed 
before  March  2,  1986,  is  made  in  the  same 
manner  as  under  the  rules  governing  the  re- 
definition of  industrial  development  bonds. 

The  restrictions  on  ACRS  deductions  for 
bond-financed  property  do  not  apply  to 
property  placed  in  service  after  December 
31,  1986,  to  the  extent  that  the  property  is 
financed  with  tax-exempt  bonds  issued 
before  March  2,  1986.  ACRS  deductions  for 
such  property  may  be  determined,  however, 
under  the  rules  generally  provided  by  the 
bill.  For  purposes  of  this  exception,  a  re- 
funding issue  issued  after  March  1,  1986, 
generally  is  treated  as  a  new  issue  and  the 
taxpayer  must  use  the  alternative  deprecia- 
tion method  provided  by  the  bill  for  costs 
that  are  unrecovered  on  the  date  of  the  re- 
funding issue. 

In  cases  where  a  change  of  recovery 
method  is  required  because  of  a  refunding 
issue,  only  the  remaining  unrecovered  cost 
of  the  property  is  required  to  be  recovered 
using  the  alternative  depreciation  system 
provided  by  the  bill.  Therefore,  no  retroac- 
tive adjustments  to  ACRS  deductions  previ- 
ously claimed  are  required  when  a  pre- 
March  2.  1986.  bond  issue  is  refunded  where 
no  significant  expenditures  are  made  with 
respect  to  the  facility  after  December  31, 
1986. 

Contract  with  persons  other  than  a  person 
who  will  construct  or  supply  the  proper- 
ty 
The  bill  provides  transitional  relief  for 
certain   situations    where   written    binding 
contracts  require  the  construction  or  acqui- 
sition of  property,  but  the  contract  is  not 
between  the  person  who  will  own  the  prop- 
erty and  the  person  who  will  construct  or 
supply  the  property.  This  riUe  applies  to 
written   service   or   supply   contracts   and 
agreements   to   lease   entered   into   before 
BCarch  2,  1986  (January  1,  1986,  in  the  case 


of  the  investment  tax  credit).  An  example  of 
a  case  to  which  this  rule  would  apply  would 
be  lease  agreements  under  which  a  grantor 
trust  is  obligated  to  provide  property  under 
a  finance  lease  (to  the  extent  continued 
under  the  bill).  The  conferees  wish  to  clari- 
fy that  this  rule  appUes  to  cable  television 
franchise  agreements  embodied  in  whole  or 
in  part  in  municipal  ordinances  or  similar 
enactments  before  March  2,  1986  (January 
1, 1986,  for  the  investment  tax  credit). 

This  transitional  rule  is  applicable  only 
where  the  specifications  and  amount  of  the 
property  are  readily  ascertainable  from  the 
terms  of  the  contract,  or  from  related  docu- 
ments. A  supply  or  service  contract  or  agree- 
ment to  lease  must  satisfy  the  requirements 
of  a  binding  contract  (discussed  above).  A 
change  in  the  method  or  amount  of  com- 
pensation for  services  under  the  contract, 
without  more,  will  not  be  considered  a  sub- 
stantial modification  of  the  contract  If, 
taken  as  a  whole,  the  change  does  not  affect 
the  scope  or  function  of  the  project.  This 
rule  does  not  provide  transitional  relief  to 
property  in  addition  to  that  covered  under  a 
contract  described  above,  which  additional 
property  is  included  in  the  same  project  but 
does  not  otherwise  qualify  for  transitional 
rehef. 

As  a  further  example,  where  a  taxpayer 
before  January  1,  1986  entered  into  a  writ- 
ten binding  contract  to  construct  a 
wastewater  treatment  facility  and  to  pro- 
vide wastewater  treatment  services,  the  sub- 
sequent amendment  of  the  contract  to  (1) 
extend  the  date  for  completion  of  construc- 
tion by  a  short  period  (eg.,  three  months), 
(2)  provide  for  a  letter  of  credit  or  other  fi- 
njuicial  protection  against  defaults  of  the 
service  provider,  (3)  add  a  pledge  of  net  rev- 
enue and  a  sewer  use  rate  covenant  by  the 
service  recipient,  (4)  cause  the  service  recipi- 
ent's options  to  purchase  the  facQity  to 
comply  with  "service  contract"  definitional 
requirements  of  the  Internal  Revenue  Code. 
(5)  merely  clarify  rights  and  remedies  in  the 
event  of  performance  defaults,  and  (6)  treat 
the  obligations  of  the  taxpayer  to  accept 
and  treat  wastewater  as  separate  obligations 
(and  treat  similarly  the  obligation  of  the 
service  recipient  to  pay  for  such  services) 
would  not  in  the  aggregate  constitute  a 
"substantial  modification,"  if  the  taxpayer's 
obligations  to  provide  wastewater  treatment 
services  and  to  construct  or  acquire  the  fa- 
cUity are  not  affected  thereby. 

Development  agreements  relating  to  large- 
scale  miUti-use  urban  projects 
The  conference  agreement  does  not  apply 
to  property  that  is  included  in  a  "qualified 
urban  renovation  project."  The  term  quali- 
fied urban  renovation  project  includes  cer- 
tain projects  that  satisfy  the  foUowing  re- 
quirements as  of  March  1,  1986  (December 
31,  1985,  for  the  investment  tax  credit):  the 
project  is  described  in  the  conference  agree- 
ment and  (1)  was  publicly  announced  by  a 
poUtical  subdivision,  for  the  renovation  of 
an  urban  area  in  its  Jurisdiction.  (2)  was 
either  the  subject  of  an  agreement  for  de- 
velopment or  a  lease  between  such  poUtical 
subdivision  and  the  primary  developer  of 
the  project,  or  was  undertaken  pursuant  to 
the  political  subdivision's  grant  of  develop- 
ment rights  to  a  primary  developer-purchas- 
er; or  (3)  was  identified  as  a  single  unitary 
project  in  the  internal  financing  plans  of 
the  primary  developer,  and  (4)  is  not  sub- 
stantially modified  at  any  time  after  March 
1,  1986  (December  31,  1985,  for  the  invest- 
ment tax  credit). 
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Fedeml  Enem  Reoulatory  CommUaion  ap- 
plication or  action 
The  requirements  of  the  general  binding 
contract  rule  will  be  treated  as  satisfied 
with  respect  to  a  project  if.  on  or  before 
March  1,  1986  (for  purposes  of  depreciation 
and  the  Investment  tax  credit),  the  Federal 
Energy  Regulatory  Commission  ("FERC") 
licensed  the  project  or  certified  the  project 
as  a  "qualifying  facility"  for  purposes  of  the 
Public  Utility  Regulatory  Policies  Act  of 
1978  ("PURPA").  A  project  that  a  developer 
has  simply  put  FERC  on  notice  as  a  qualify- 
ing facility  is  not  certified  as  a  qualifying  fa- 
cility. 

This  rule  will  not  apply  if  a  FERC  license 
or  certification  is  substantially  amended 
after  March  1,  1986.  On  the  other  hand, 
minor  modifications  will  not  affect  the  ap- 
plication of  this  rule  (e.g.,  technical  changes 
in  the  description  of  a  project,  extension  of 
the  deadline  for  placing  property  in  oper- 
ation, changes  in  equipment  or  in  the  con- 
figuration of  equipment).  

The  committee  is  informed  that  FERC 
does  not  distinguish  between  an  application 
to  amend  an  existing  certificate  and  one  to 
have  a  project  recertified  and  responds  in 
both  cases  by  "recertifying"  the  project. 
The  committee  intends  that  substance 
should  control  over  form,  and  property  will 
remain  transitional  property  if  no  substan- 
tial change  occurs.  Similarly,  a  mere  change 
in  status  from  a  "qualifying  small  power 
production  facUity"  to  a  "qualifying  cogen- 
eration  facility,"  under  PURPA.  without 
more,  would  not  affect  application  of  the 
transitional  rule.  The  following  paragraph 
provides  guidance  about  how  the  "substance 
over  form"  rule  applies  in  typical  cases. 

The  requirements  of  the  transitional  rule 
for  FERC  Certification  will  not  be  violated 
under  the  following  circumstances:  (1)  after 
FERC  certification,  the  introduction  of  effi- 
ciencies results  in  a  reduction  of  the  project 
cost  and  an  increase  in  net  electricity 
output,  and  the  FERC  certificate  is  amend- 
ed to  reflect  the  higher  electricity  output, 
(2)  a  project  was  originally  certified  as  three 
separate  facilities,  but  the  taxpayer  deter- 
mines that  it  is  more  efficient  to  have  a 
single  powerhouse,  and  the  FERC  certifica- 
tion is  amended  to  have  the  facilities  com- 
bined under  a  single  certificate. 

The  conference  agreement  also  provides 
transitional  relief  for  hydroelectric  projects 
of  less  than  80  megawatts  if  an  application 
for  a  permit,  exemption,  or  license  was  filed 
with  FERC  before  March  2.  1986  (for  pur- 
poses of  depreciation  and  the  investment 
tax  credit). 
Qualified  solid  mute  disposal  facilities 

The  conference  agreement  does  not  apply 
to  a  qualified  solid  waste  disposal  facUity  if, 
before  March  2, 1986  (for  purposes  of  depre- 
ciation and  the  investment  tax  credit)  (1) 
there  is  a  written  binding  contract  between 
a  service  recipient  and  a  service  provider, 
providing  for  the  operation  of  such  facility 
and  the  payment  for  services  to  be  provided 
by  the  facility,  or  (2)  a  service  recipient, 
governmental  unit,  or  any  entity  related  to 
such  an  entity  made  a  financial  commit- 
ment of  at  least  $200,000  to  the  financing  or 
construction  of  the  facility. 

For  purposes  of  this  rule,  a  qualified  solid 
waste  disposal  facility  is  a  facility  (including 
any  portion  of  the  facility  used  for  power 
generation  or  resource  recovery)  that  pro- 
vides solid  waste  disposal  services  for  resi- 
dents of  part  or  all  of  one  or  more  govern- 
mental units,  if  substantially  all  of  the  solid 
waste  processed  at  such  facility  Is  collected 
from  the  general  public.  This  rule  does  not 


apply  to  replacement  property.  For  exam- 
ple, assume  a  taxpayer/service  provider 
enters  into  a  long-term  service  contract 
before  January  1,  1986.  and  a  facility  is  ini- 
tially placed  in  service  after  that  date. 
Assume  that  the  taxpayer  finds  it  necessary 
to  replace  the  facility  20  years  later,  pursu- 
ant to  its  obligation  to  provide  continuing 
services  under  the  pre-1987  service  contract. 
The  special  rule  will  apply  only  to  the  first 
facility  necessary  to  fulfill  the  taxpayer's 
obligations  under  the  service  contract. 

For  purposes  of  this  provision,  a  contract 
is  to  be  considered  as  binding  notwithstand- 
ing the  fact  that  the  obligations  of  the  par- 
ties are  conditioned  on  factors  such  as  the 
receipt  of  i>ermits,  satisfactory  construction 
or  performance  of  the  facility,  or  the  avail- 
ability of  acceptable  financing.  A  change  in 
the  method  or  amount  of  compensation  for 
services  under  the  contract  will  not  be  con- 
sidered a  substantial  modification  of  the 
contract  if,  taken  as  a  whole,  the  change 
does  not  materially  affect  the  scope  or  func- 
tion of  the  project. 

A  service  recipient  or  governmental  unit 
or  a  related  party  is  to  be  treated  as  having 
made  a  financial  commitment  of  at  least 
$200,000  for  the  financing  or  construction  of 
a  facility  if  one  or  more  entitles  have  Issued 
bonds  or  other  obligations  aggregating  more 
than  10  percent  of  the  anticipated  capital 
cost  of  such  facility,  the  proceeds  of  which 
are  identified  as  being  for  such  facility  or 
for  a  group  of  facilities  that  Include  the  fa- 
cility, and  if  the  proceeds  of  such  bonds  or 
other  obligations  to  be  applied  to  the  devel- 
opment or  financing  of  such  facility  are  at 
least  $200,000  In  the  aggregate.  Alternative- 
ly, the  test  would  be  satisfied  if  one  or  more 
entitles  have  expended  In  the  aggregate  at 
least  $200,000  of  their  funds,  or  utilized  or 
committed  at  least  $200,000  of  their  assets, 
toward  the  development  or  financing  of 
such  facility  <.e.g..  for  the  cost  of  feasibility 
studies  and  consultant  fees).  If  a  govern- 
mental entity  acquires  a  site  for  a  facility  by 
purchase,  option  to  purchase,'  purchase 
contract,  condemnation,  or  entering  Into  an 
exchange  of  land.  It  shall  be  considered  to 
have  made  a  financial  commitment  equal  to 
the  fair  market  value  of  such  site  for  pur- 
poses of  this  rule.  For  purposes  of  this  pro- 
vision, entities  are  related  If  they  are  de- 
scribed In  section  168(hK4)(AKi). 
Other  exceptions 

The  conference  agreement  also  provides 
other  special  transitional  rules  of  limited 
application.  The  conference  agreement  does 
not  apply  to  (1)  those  mass  commuting  vehi- 
cles exempted  from  the  application  of  the 
tax-exempt  leasing  rules  under  DEFRA,  (2) 
a  qualified  lessee's  automotive  manufactur- 
ing property  that  was  exempted  from  defer- 
ral of  the  finance  lease  rules,  (3)  a  qualified 
lessee's  farm  property  that  was  exempted 
from  deferral  of  the  finance  lease  rules,  or 
(4)  property  described  in  section  216(b)(3)  of 
TEFRA.  Property  that  qualifies  under  one 
of  these  provisions  Is  also  excepted  from  the 
35-percent  reduction  of  the  investment 
credit  and  the  full-basis  adjustment  (de- 
scribed below). 

Master  pZotw.— Under  the  special  rule  for 
master  plans  for  integrated  projects,  the 
conferees  intend  that,  (1)  in  the  case  of 
multi-step  plans  described  In  sec. 
203(aK5XE)  of  the  bill,  the  rule  wiU  Include. 


» In  the  case  of  an  option  to  purchase,  the  confer- 
ees intend  the  governmental  entity  to  be  treated  as 
having  made  a  financial  commitment  only  if  an 
amount  is  paid  for  the  option  and  such  consider- 
ation is  forfeitable. 


executive  vproval  of  a  plan  or  executive 
authorization  of  expenditures  under  the' 
plan  before  Bfarch  2,  1986,  and  (2)  in  the 
case  of  single-step  plans  described  in  sec. 
203(a)(5)(E)  of  the  bill,  the  rule  wiU  include 
project-specific  designs  for  which  expendi- 
tures were  authorized.  Incurred  or  commit- 
ted before  March  2.  1986. 

A  master  plan  for  a  project  will  be  consid- 
ered to  exist  on  March  1, 1986  if  the  general 
nature  and  scope  of  the  project  was  de- 
scribed In  a  written  document  or  documents 
in  existence  on  March  1,  1986,  or  was  other- 
wise clearly  identifiable  on  that  date.  The 
conferees  understand  that  each  of  the 
projects  described  in  this  rule  had  a  master 
plan  in  existence  on  March  1,  1986,  and  does 
not  Intend  the  existence  of  such  a  plan  to  be 
a  separate  requirement  for  transitional 
relief  for  property  comprising  these 
projects. 

Satellites.— The  conference  agreement 
provides  transitional  relief  (Including  excep- 
tions to  the  placed-in-service  requirements) 
for  certain  satellites.  Solely  for  purposes  of 
the  special  rule  for  satellites,  a  binding  con- 
tract for  the  construction  or  acquisition  of 
two  satellites  by  a  joint  venture  shall  be  suf- 
ficient If  such  contract  was  In  existence  on 
July  2,  1986,  and  Is  for  the  construction  or 
acquisition  of  the  same  satellites  that  were 
the  subject  of  a  contract  to  acquire  or  con- 
struct in  effect  on  January  28,  1986,  to 
which  one  of  the  joint  venturers  (or  one  of 
its  affiliates)  was  a  party. 

Commercial  passenger  otrliners.— The 
conference  agreement  extends  the  placed- 
in-service  window  for  one  year  (through 
1989)  for  commercial  passenger  airliners  de- 
scribed in  ADR  class  45.0. 

Special  rules  applicable  to  the  regular  in- 
vestment credit 

Full  basis  adjustment 

A  taxpayer  is  required  to  reduce  the  basis 
of  property  that  qualifies  for  transition 
relief  ("transition  property")  by  the  full 
amoimt  of  Investment  credits  earned  with 
respect  to  the  transition  property  (after  ap- 
plication of  the  phased-in  35-percent  reduc- 
tion, described  below).  The  full-basis  adjust- 
ment requirement  also  applies  to  credits 
claimed  on  qualified  progress  expenditures 
made  after  December  31,  1985.  Further,  the 
full-basis  adjustment  requirement  applies  to 
all  depreciable  property,  regardless  of 
whether  such  property  is  eligible  for  ACRS. 
The  lower  basis  will  be  used  to  compute  de- 
preciation deductions,  as  well  as  gain  or  loss 
on  dist>osltlon  of  property. 

Reduction  of  ITC  carry  forwards  and  cred- 
its claimed  under  transitional  rules 

These  rules  apply  only  to  the  portion  of 
an  investment  credit  attributable  to  the  reg- 
ular percentage  (other  than  the  portion 
thereof  attribuUble  to  qualified  timber 
property).  Thus,  for  example,  100  percent  of 
ITC  carryovers  may  continue  to  be  allowed 
for  funding  of  an  Investment  tax  credit  em- 
ployee stock  ownership  plan. 

Under  the  conference  agreement,  the  in- 
vestment tax  credit  allowable  for  carryovers 
is  reduced  by  35  percent.  The  reduction  in 
investment  tax  credit  carryovers  is  phased 
in  with  the  corporate  rate  reduction.  The 
35-percent  reduction  is  fully  effective  for 
taxable  years  beginning  on  or  after  July  1, 
1987.  Taxpayers  having  a  taxable  year  that 
straddles  July  1,  1987.  will  be  subject  to  a 
partial  reduction  that  reflecte  the  reduction 
for  the  portion  of  their  year  after  that  date. 
For  example,  for  a  calendar  year  taxable 
year,  the  reduction  for  1987  is  17.5  percent. 
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The  Investment  tax  credit  earned  on  transi- 
tion property  is  reduced  in  the  same  manner 
u  carryovers. 

The  amount  by  which  the  credit  is  re- 
duced will  not  be  allowed  as  a  credit  for  any 
other  taxable  year.  Per  purposes  of  deter- 
mining the  extent  to  which  an  Investment 
credit  determined  under  section  46  is  used  in 
a  taxable  year,  the  regular  investment 
credit  Is  assumed  to  be  used  first.  This  rule 
is  inapplicable  to  credits  that  a  taxpayer 
elects  to  carry bacli  15  years  under  the  spe- 
cial rules  described  below. 

As  described  above,  a  full  basis  adjust- 
ment is  required  with  respect  to  the  reduced 
amount  of  the  investment  tax  credit.  Thus, 
for  transition  property  that  is  eligible  for  a 
8.5  percent  investment  tax  credit,  the  basis 
reduction  would  be  with  respect  to  the  6.5 
percent  credit,  not  the  unreduced  10  percent 
credit. 

The  phased-in  3S-percent  reduction  is  to 
be  applied  to  the  Investment  tax  credit 
before  application  of  the  general  75-percent 
limitation.  Further,  the  amount  of  invest- 
ment tax  credit  carryovers  subject  to  reduc- 
tion shall  be  adjusted  to  reflect  credits  that 
were  recaptured. 

Section  48ld)  election 

A  taxpayer  in  whose  hands  property  quali- 
fies for  transitional  relief  can  make  an  elec- 
tion under  section  48(d)  to  pass  the  credit 
claimed  to  a  lessee. 

Estimated  tax  payments 

The  conferees  are  aware  that  the  repeal 
of  the  regular  investment  tax  credit  for 
property  placed  In  service  after  December 
31.  1985,  presents  an  issue  about  the  manner 
in  which  estimated  tax  payments  should  be 
calculated  for  payment  due  dates  occurring 
before  the  date  of  enactment  of  this  Act.  In 
general,  for  example,  a  corporation  calcu- 
lates estimated  tax  by  determining  its  ex- 
pected regular  tax  liability,  less  any  allow- 
able tax  credits.  Any  underpayment  of  esti- 
mated corporate  tax  generally  results  in  the 
imposition  of  penalties. 

The  conferees  intend  that  no  penalties  be 
imposed  under  section  6655  on  underpay- 
ments of  estimated  tax,  but  only  to  the 
extent  that  (1)  the  underpayment  of  an  in- 
stallment results  from  a  taxpayer  taking 
into  account  investment  tax  credits  on  prop- 
erty placed  in  service  after  Deceml)er  31, 
1985,  and  before  the  date  of  enactment  of 
the  Act,  and  (2)  the  taxpayer  actually  pays 
such  underpayment  within  30  days  after  the 
enactment  of  the  Act. 

Elective  IS-year  carryback  for  certain  tax- 
payers 

Certain  companies  can  elect  a  15-year  car- 
ryback of  50  percent  of  investment  tax 
credit  carryforwards  in  existence  as  of  the 
beginning  of  a  taxpayer's  first  taxable  year 
beginning  after  December  31,  1985.  The 
amount  carried  back  is  treated  as  a  payment 
against  the  tax  imposed  by  chapter  1  of  the 
Internal  Revenue  Code,  made  on  the  last 
day  prescribed  by  law  (without  regard  to  ex- 
tensions) for  filing  a  return  of  tax  under 
chapter  1  of  the  Code  for  the  first  taxable 
year  beginning  on  or  after  January  1,  1987. 
The  amount  carried  back  would  reduce  tax 
liability  for  the  first  taxable  year  beginning 
after  December  31,  1986;  to  the  extent  the 
amotmt  carried  back  exceeds  the  tax  liabil- 
ity for  such  year,  any  excess  could  be 
claimed  as  a  refund  luider  generally  applica- 
ble rules.  Carryforwards  taken  into  account 
under  the  carryback  rule  are  not  taken  into 
account  under  section  38  for  any  other  tax- 
able year.  Generally,  taxpayers  eligible  to 
elect  the   15-year  carryback  are  domestic 


corporations  engaged  in  the  manufacture 
and  production  of  steel.  A  similar  election  is 
available  to  qualified  farmers,  except  a  $750 
limitation  applies. 

The  amount  claimed  as  a  payment  against 
the  tax  for  the  first  taxable  year  beginning 
on  or  after  January  1,  1987  cannot  exceed 
the  taxpayer's  net  tax  liability.  The  net  tax 
liability  is  the  amount  of  tax  liability  for  all 
taxable  years  during  the  carryback  period 
(not  including  minimum  tax  liability),  re- 
duced by  the  sum  of  credits  allowable  (other 
than  the  credit  under  section  34  relating  to 
certain  fuel  taxes).  The  carryback  period  is 
the  period  that  (1)  begins  with  the  taxpay- 
er's 15th  taxable  year  preceding  the  first 
taxable  year  from  which  there  is  a  credit  in- 
cluded in  the  taxpayer's  existing  carryfor- 
ward (in  no  event  can  such  period  begin 
before  the  first  taxable  year  ending  after 
December  31,  1961).  and  (2)  ends  with  the 
corporation's  last  taxable  year  beginning 
before  January  1.  1986. 

Normalization  requirement  for  public  util- 
ity property 

If  the  tax  benefits  of  previously  allowed 
investment  tax  credits  on  public  utility 
property  are  not  normalized,  then  certain 
investment  tax  credits  will  be  recaptured.  In 
general,  the  amoimt  recaptured  is  the  great- 
er of  (1)  all  investment  tax  credits  for  open 
taxable  years  of  the  taxpayer  or  (2)  una- 
mortized credits  of  the  taxpayer  or  credits 
not  previously  restored  to  rate  base  (wheth- 
er or  not  for  open  years),  whichever  is  appli- 
cable. If  such  credits  have  not  been  utilized 
and  are  being  carried  forward,  the  carryfor- 
ward amount  is  reduced  in  lieu  of  recapture. 
These  rules  apply  to  violations  of  the  rele- 
vant normalization  requirements  occurring 
in  taxable  years  ending  after  December  31, 

1985.  Similar  principles  apply  to  the  failure 
to  normalize  the  tax  benefits  of  previously 
allowed  employee  stock  ownership  plan 
credits. 

General  treatment  of  QPEs 

Neither  the  repeal  of  the  regular  invest- 
ment credit  nor  the  phased-in  35-percent  re- 
duction of  credits  affects  QPEs  claimed  with 
respect  to  the  portion  of  the  basis  of  any 
progress  expenditure  property  attributable 
to  progress  expenditures  for  periods  before 
January  1,  1986.  If  a  taxpayer  elected  to 
take  a  reduced  rate  of  credit  on  a  QPE  basis 
in  lieu  of  the  50-percent  basis  adjustment  of 
present  law,  the  portion  of  basis  attributa- 
ble to  such  QPEs,  claimed  for  periods  before 

1986,  will  not  be  reduced  and  such  election 
will  not  apply  to  any  other  portion  of  such 
basis.  After  December  31,  1985,  QPEs 
cannot  be  claimed  unless  it  is  reasonable  to 
expect  that  the  property  will  be  placed  in 
service  before  the  applicable  date.  The  de- 
termination of  whether  it  is  reasonable  to 
expect  that  the  placement-in-service  re- 
quirement wUl  be  met  is  to  be  made  on  a 
year-by-year  basis,  beginning  with  the  first 
taxable  year  that  includes  January  1,  1986. 
For  any  taxable  year  in  which  reasonable 
expectations  change,  no  QPEs  will  be  al- 
lowed, and  previously  claimed  post-1985 
QPEs  will  be  recaptured.  Further,  if  the 
property  is  not  placed  in  service  on  or 
before  the  last  applicable  date,  post- 1985 
QPEs  will  be  recaptured  in  the  taxable  year 
that  includes  such  date. 

Special  rules  for  television  and  motion 
picture  films 

Special  transitional  rules  apply  to  televi- 
sion and  motion  picture  films  for  purposes 
of  the  investment  credit  (but  not  deprecia- 
tion). For  purposes  of  the  general  binding 
contract  rule.  (1)  construction  is  treated  as 


UMI 


including  production,  (2)  in  accordance  with 
industry  practice,  written  contemporaneous 
evidence  of  a  binding  contract  is  treated  as  a 
written  binding  contract,  and  (3)  in  the  case 
of  any  television  film,  a  license  agreement 
or  agreement  for  production  services  be- 
tween a  television  network  and  a  producer 
(including  written  evidence  of  such  an 
agreement  as  provided  in  (2)  above)  is  treat- 
ed as  a  binding  contract  to  produce  proper- 
ty. For  these  purposes,  license  agreement 
options  are  binding  contracts  as  to  the  op- 
tionor  (non-exercising  party)  but  not  as  to 
the  optionee  (exercising  party).  In  addition, 
a  special  rule  is  provided  for  certain  films 
produced  pursuant  to  a  permanent  financ- 
ing arrangement  described  by  the  bill.  For 
purposes  of  the  placed-in-service  require- 
ment, films  and  sound  recordings  are  treat- 
ed as  having  ADR  midpoints  of  12  years. 
Finance  leases 

The  finance  lease  rules  continue  to  apply 
to  any  transaction  permitted  by  reason  of 
section  12(c)(2)  of  DEPRA  or  section 
209(d)(1)(B)  of  TEFRA. 

B.  Limitation  on  General  Business  Credit 

Present  Law 
The  general  business  tax  credit  earned  by 
a  taxpayer  can  be  used  to  reduce  up  to 
$25,000  of  tax  liability,  plus  85  percent  of 
tax  liability  in  excess  of  $25,000. 

House  Bill 

The  House  bill  reduces  the  85-percent  lim- 
itation on  the  general  business  credit  to  75 
percent,   effective   for   taxable   years   that 
begin  after  December  31,  1985. 
Senate  Amendment 

The  Senate  amendment  follows  the  House 
bill,  except  the  provision  is  effective  for  tax- 
able years  that  begin  after  December  31, 
1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill. 

C.  Research  and  Development 
1.  Tax  credit  for  increasing  research  expendi- 
tures; university  basic  research  credit 
Present  Law 
a.  Expiration  date 

Under  present  law.  the  incremental  re- 
search tax  credit  does  not  apply  to  expenses 
ptud  or  incurred  after  December  31.  1985 
(Code  sec.  30). 

6.  Rate 

The  taxpayer  may  claim  a  25-percent  tax 
credit  for  the  excess  of  (1)  qualified  re- 
search expenditures  for  the  taxable  year  in- 
curred in  carrying  on  a  business  over  (2)  the 
average  amount  of  the  taxpayer's  yearly 
qualified  research  expenditures  in  the  pre- 
ceding three  taxable  years. 

c.  Research  definition 

The  credit  provision  adopts  the  definition 
of  research  used  for  purposes  of  the  expens- 
ing provision  (sec.  174),  but  subject  to  three 
exclusions:  (1)  research  conducted  outside 
the  United  States;  (2)  research  in  the  social 
sciences  or  humanities;  and  (3)  research  to 
the  extent  funded,  through  grant,  contract, 
or  otherwise,  by  another  person  or  govern- 
mental entity. 

d.  Qualified  expenditures 

Research  expenditures  eligible  for  the 
credit  consist  of  (a)  in-house  expenditures 
for  research  wages  and  supplies;  (b)  rental 
or  other  payments  for  research  use  of  labo- 
ratory equipment,  computers,  or  other  per- 
sonal property;  (c)  65  percent  of  amounts 
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paid  by  the  taxpayer  for  contract  research 
conducted  on  the  taxpayer's  behalf:  and  (d) 
65  percent  of  a  corporate  taxpayer's  expend- 
itures (including  grants  or  contributions) 
for  basic  research  performed  by  universities 
or  certain  scientific  research  organizations, 
e.  University  basic  research 

Expenditures  eligible  for  the  25-percent 
incremental  research  credit  include  65  per- 
cent of  a  corporate  taxpayer's  expenditures 
(Including  grants  or  contributions)  for  basic 
research  performed  by  universities  or  cer- 
tain scientific  research  organizations. 
/.  Credit  use  limitation 

The  research  credit  is  not  subject  to  the 
general  limitation  on  use  of  business  credits 
(under  present  law,  85  percent  of  tax  liabil- 
ity over  $25,000). 

House  BiU 

a.  Expiration  date 

The  House  bill  extends  the  research  tax 
credit  for  an  additional  three  years  (i.e.,  for 
expenditures  through  E>ecember  31,  1988). 
with  modifications. 

b.  Rate 

The  rate  of  the  credit  is  reduced  from  25 
percent  to  20  percent. 

c.  Research  definition 

The  committee  report  on  the  House  bill 
clarifies  that  the  credit  does  not  apply  to 
expenditures  for  certain  nonresearch  activi- 
ties (activities  occurring  after  the  beginning 
of  production;  adaptation  of  an  existing 
product;  and  studies  and  surveys).  In  addi- 
tion, the  report  modifies  the  definition  of 
credit-eligible  research  (effective  for  taxable 
years  beginning  after  1985)  to  target  the 
credit  to  research  undertaken  to  discover  in- 
formation that  is  technological  in  nature 
and  that  pertains  to  fimctional  aspects  of 
products. 

d.  Qualified  expenditures 

The  House  bill  generally  repeals  the 
present-law  provision  under  which  rental  or 
other  payments  for  the  right  to  use  person- 
al property  in  conducting  qualified  research 
are  eligible  for  the  credit.  However,  under 
regulations  prescribed  by  the  Treasury,  pay- 
ments to  persons  other  than  the  taxpayer 
for  the  right  to  use  (time-sharing)  a  com- 
puter in  the  conduct  of  a  qualified  research 
will  remain  eligible  for  the  incremental  re- 
search credit  to  the  extent  allowable  under 
present  law. 
c.  University  basic  research  credit 

Under  the  House  bill,  a  20-percent  tax 
credit  applies  to  the  excess  of  (1)  100  per- 
cent of  corporate  cash  expenditures  (includ- 
ing grants  or  contributions)  paid  for  univer- 
sity basic  research  over  (2)  the  sum  of  (a) 
the  greater  of  two  fixed  research  floors  plus 
(b)  an  amount  reflecting  any  decrease  in 
nonresearch  giving  to  universities  by  the 
corporation  as  compared  to  such  giving 
during  a  fixed  base  period,  as  adjusted  for 
inflation.' 

The  amount  of  credit-eligible  basic  re- 
search expenditures  to  which  the  new  uni- 
versity basic  research  credit  applies  does  not 
enter  into  the  computation  of  the  incremen- 
tal credit.  The  remaining  amount  of  credit- 
eligible  basic  research  expenditures— i.e., 
the  amount  to  which  the  new  credit  does 


'  The  House  bill  provides  a  single  research  credit 
amount,  consisting  of  a  20-percent  incremental 
component  and  a  20-percent  university  basic  re- 
search component.  For  convenience,  this  document 
generally  refers  to  these  components  as  the  incre- 
mentai  research  credit  and  the  university  basic  re- 
search credit. 


not  apply— enters  into  the  incremental 
credit  computation  (and  in  subsequent  years 
enters  into  the  base  period  amounts  for  pur- 
poses of  computing  the  incremental  credit). 
/.  Credit  use  limitation 

The  House  bill  makes  the  credit  subject  to 
the  general  limitation  on  business  credits,  as 
amended  by  the  bill  (see  II.  B.,  above). 
g.  Effective  date 

These  provisions  are  effective  for  taxable 
years  beginning  after  December  31,  1985. 
Senate  Amendment 

a.  Expiration  date 

The  Senate  amendment  extends  the  re- 
search tax  credit  for  an  additional  four 
years  (i.e.,  for  expenditures  through  Decem- 
ber 31,  1989),  with  modifications. 

b.  Rate 

No  provision  (i.e.,  the  rate  of  the  incre- 
mental credit  remains  at  25  percent). 

c.  Research  definition 

The  Senate  amendment  adopts  the  same 
general  approach  as  under  the  House  bill, 
except  that  the  principal  definitional  rules 
(effective  for  taxable  years  beginning  after 
1985)  are  set  forth  in  statutory  language. 
Thus,  the  credit  is  targeted  to  research  un- 
dertaken to  discover  information  that  is 
technological  in  nature  and  that  pertains  to 
functional  ast>ects  of  products.  Also,  the 
Senate  amendment  expands  the  present-law 
statutory  list  of  credit  exclusions  to  include 
expenditures  for  the  types  of  nonresearch 
activities  excluded  under  the  language  of 
the  House  committee  report. 

d.  Qualified  expenditures 

No  provision  (i.e.,  rental  or  other  pay- 
ments for  research  use  of  laboratory  equip- 
ment, computers,  or  other  personal  proper- 
ty remain  eligible  for  the  incremental 
credit). 

e.  University  basic  research  credit 

The  Senate  amendment  is  the  same  as  the 
House  bill. 
/.  Credit  use  limitation 

The  Senate  amendment  is  the  same  as  the 
House  bill. 
g.  Effective  date 

The  provision  extending  the  credit  applies 
to  taxable  years  ending  after  December  31, 
1985.  The  provisions  relating  to  the  re- 
search definition,  university  basic  research 
credit,  and  the  credit  use  limitation  apply 
for  taxable  years  beginning  after  December 
31.  1985. 

Conference  Agreement 

a.  Expiration  date 

The  conference  agreement  follows  the 
House  bill;  i.e.,  the  research  credit  is  ex- 
tended for  an  additional  three  years,  with 
modifications. 

b.  Rate 

The  conference  agreement  follows  the 
House  bill;  i.e.,  the  rate  of  the  research 
credit  is  reduced  to  20  percent. 

c.  Research  definition 

The  conference  agreement  generally  fol- 
lows the  api}roach  of  the  House  bill  and  the 
Senate  amendment,  with  statutory  provi- 
sions as  to  the  definition  of  qualified  re- 
search for  purposes  of  the  credit,  as  follows. 

In  general 

As  under  present  law,  the  conference 
agreement  limits  research  expenditures  eli- 
gible for  the  incremental  credit  to  "research 
or  experimental  expenditures"  eligible  for 
expensing  under  section  174.  Thus,  for  ex- 


ample, the  credit  is  not  available  for  (1)  ex- 
penditures other  than  "research  and  devel- 
opment costs  in  the  experimental  or  labora- 
tory sense,"  (2)  expenditures  "such  as  those 
for  the  ordinary  testing  or  inspection  of  ma- 
terials or  products  for  quality  control  or 
those  for  efficiency  surveys,  management 
studies,  consumer  surveys,  advertising,  or 
promotions,"  (3)  costs  of  acquiring  another 
person's  patent,  model,  production,  or  proc- 
ess, or  (4)  research  expenditures  incurred  in 
connection  with  literary,  historical,  or  simi- 
lar projects  (Treas.  Reg.  sec.  1.174-2(a)).» 
The  term  research  includes  basic  research. 

Under  the  conference  agreement,  research 
satisfying  the  section  174  expensing  defini- 
tion is  eligible  for  the  credit  only  if  the  re- 
search is  undertaken  for  the  purpose  of  dis- 
covering information  (a)  that  is  technologi- 
cal in  nature,  and  also  (b)  the  application  of 
which  is  intended  to  be  useful  in  the  devel- 
opment of  a  new  or  improved  business  com- 
ponent of  the  taxpayer.  In  addition,  such  re- 
search is  eligible  for  the  credit  only  if  sub- 
stantially all  of  the  activities  of  the  research 
constitute  elements  of  a  process  of  experi- 
mentation for  a  functional  purpose.  The 
conference  agreement  also  expressly  sets 
forth  exclusions  from  eligibility  for  the 
credit  for  certain  research  activities  that 
might  otherwise  qualify  and  for  certain 
nonresearch  activities. 

Technological  nature 

The  determination  of  whether  the  re- 
search is  undertaken  for  the  purpose  of  dis- 
covering information  that  is  technological 
in  nature  depends  on  whether  the  process  of 
experimentation  utilized  in  the  research 
fundamentally  relies  on  principles  of  the 
physical  or  biological  sciences,  engineering, 
or  computer  science'— in  which  case  the  in- 
formation is  deemed  technological  in 
nature— or  on  other  principles,  such  as 
those  of  economics— in  which  case  the  infor- 
mation is  not  to  be  treated  as  technological 
in  nature.  For  example,  information  relat- 
ing to  financial  services  or  similar  products 
(such  as  new  types  of  variable  annuities  or 
legal  forms)  or  advertising  does  not  qualify 
as  technological  in  nature. 

Process  of  experimentation 

The  term  process  of  experimentation 
means  a  process  involving  the  evaluation  of 
more  than  one  alternative  designed  to 
achieve  a  result  where  the  means  of  achiev- 
ing that  result  is  uncertain  at  the  outset. 
This  may  Involve  developing  one  or  more 
hypotheses,  testing  and  analyzing  those  hy- 
potheses (through,  for  example,  modeling 
or  simulation),  and  refining  or  discarding 
the  hypotheses  as  part  of  a  sequential 
design  process  to  develop  the  overall  compo- 
nent. 

Thus,  for  example,  costs  of  developing  a 
new  or  improved  business  component  are 
not  eligible  for  the  credit  if  the  method  of 
reaching  the  desired  objective  (the  new  or 
improved  product  characteristics)  is  readily 
discernible  and  applicable  as  of  the  begin- 


•  Section  174  also  excludes  from  eligibility  for  ex- 
pensing (1)  expenditures  for  the  acquisition  or  im- 
provement of  depreciable  property,  or  land,  to  be 
used  in  connection  with  research,  and  (2)  expendi- 
tures to  ascertain  the  existence,  location,  extent,  or 
quality  of  mineral  deposits,  including  oil  and  gas. 

'  Research  does  not  rely  on  the  principles  of  com- 
puter science  merely  because  a  computer  Is  em- 
ployed. Research  may  be  treated  as  undertaken  to 
discover  information  that  is  technological  in 
nature,  however,  if  the  research  is  Intended  to 
expand  or  refine  existing  principles  of  computer 
science. 
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ning  of  the  research  activities,  so  that  true 
experimenutlon  in  the  scientific  or  labora- 
tory sense  would  not  have  to  be  undertaken 
to  develop,  test,  and  choose  among  viable  al- 
ternatives. On  the  other  hand,  costs  of  ex- 
periments undertaken  by  chemists  or  physi- 
cians in  developing  and  testing  a  new  drug 
are  eligible  for  the  credit  because  the  re- 
searchers are  engaged  in  scientific  experi- 
mentation. Similarly,  engineers  who  design 
a  new  computer  system,  or  who  design  im- 
proved or  new  integrated  circuits  for  use  in 
computer  or  other  electronic  products,  are 
engaged  in  qualified  research  because  the 
design  of  those  items  is  uncertain  at  the 
outset  and  can  only  be  determined  through 
a  process  of  experimentation  relating  to  spe- 
cific design  hypotheses  and  decisions  as  de- 
scrit>ed  above.     . 

FunctioruU  purposes 

Under  the  conference  agreement,  research 
is  treated  as  conducted  for  a  functional  pur- 
pose only  if  it  relates  to  a  new  or  improved 
function,  performance,  reliability,  or  qual- 
ity. (Activities  undertaken  to  assure  achieve- 
ment of  the  intended  function,  perform- 
ance, etc.  of  the  business  component  after 
the  beginning  of  commercial  production  of 
the  component  do  not  constitute  qualified 
experimentation.)  The  conference  agree- 
ment also  provides  that  research  relating  to 
style,  taste,  cosmetic,  or  seasonal  design  fac- 
tors is  not  treated  as  conducted  for  a  func- 
tional purpose  and  hence  is  not  eligible  for 
the  credit. 

Application  of  tests 

The  term  business  component  means  a 
product,  process,  computer  software,  tech- 
nique, formula,  or  invention  that  is  to  t>e 
held  for  sale,  lease,  or  license,  or  is  to  be 
used  by  the  taxpayer  in  a  trade  or  business 
of  a  taxpayer.  If  the  requirements  described 
above  are  not  met  with  respect  to  a  product, 
etc.  but  are  met  with  respect  to  one  or  more 
elements  thereof,  the  term  business  comfjo- 
nent  means  the  most  significant  set  of  ele- 
ments of  such  product,  etc.  with  respect  to 
which  all  requirements  are  met. 

Thus,  the  requirements  are  applied  first 
at  the  level  of  the  entire  product,  etc.  to  be 
offered  for  sale.  etc.  by  the  taxpayer.  If  all 
aspects  of  such  requirements  are  not  met  at 
that  level,  the  test  applies  at  the  most  sig- 
nificant subset  of  elements  of  the  product, 
etc.  This  "shrinking  back"  of  the  product  is 
to  continue  until  either  a  subset  of  elements 
of  the  product  that  satisfies  the  require- 
ments is  reached,  or  the  most  basic  element 
of  the  product  is  reached  and  such  element 
fails  to  satisfy  the  test.  Treasury  regulations 
may  prescribe  rules  for  applying  these  rules 
where  a  research  activity  relates  to  more 
than  one  business  component. 

A  plant  process,  machinery,  or  technique 
for  commercial  production  of  a  business 
component  is  treated  as  a  different  compo- 
nent than  the  product  being  produced. 
Thus,  research  relating  to  the  development 
of  a  new  or  improved  production  process  is 
not  eligible  for  the  credit  unless  the  defini- 
tion of  qualified  research  is  met  separately 
with  respect  to  such  production  process  re- 
search, without  taking  into  account  re- 
search relating  to  the  development  of  the 
product. 

Internal-use  computer  software 

Under  a  specific  rule  in  the  conference 
agreement,  research  with  respect  to  comput- 
er software  that  is  developed  by  or  for  the 
benefit  of  the  taxpayer  primarily  for  the 
taxpayer's  own  internal  use  is  eligible  for 
the  credit  only  If  the  software  is  used  in  ( 1 ) 
Qualified  research  (other  than  the  develop- 
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ment  of  the  internal-use  software  itself)  un- 
dertaken by  the  taxpayer,  or  (2)  a  produc- 
tion process  that  meets  the  requirements 
for  the  credit  (e.g.,  where  the  taxpayer  is 
developing  robotics  and  software  for  the  ro- 
botics for  use  in  operating  a  manufacturing 
process,  and  the  taxpayer's  research  costs  of 
developing  the  robotics  are  eligible  for  the 
credit).  Any  other  research  activities  with 
respect  to  internal-use  software  are  ineligi- 
ble for  the  credit  except  to  the  extent  pro- 
vided in  Treasury  regulations.  Accordingly, 
the  costs  of  developing  software  are  not  eli- 
gible for  the  credit  where  the  software  is 
used  internally,  for  example,  in  general  and 
administrative  functions  (such  as  payroll, 
bookkeeping,  or  personnel  management)  or 
in  providing  noncomputer  services  (such  as 
accounting,  consulting,  or  banking  services), 
except  to  the  extent  permitted  by  Treasury 
regulations. 

The  conferees  intend  that  these  regula- 
tions will  make  the  costs  of  new  or  improved 
internal-use  software  eligible  for  the  credit 
only  if  the  taxpayer  can  establish,  in  addi- 
tion to  satisfying  the  general  requirements 
for  credit  eligibility.  ( 1 )  that  the  software  is 
innovative  (as  where  the  software  results  in 
a  reduction  in  cost,  or  improvement  in 
speed,  that  is  sut>stantial  and  economically 
significant);  (2)  that  the  software  develop- 
ment involves  significant  economic  risk  (as 
where  the  taxpayer  commits  substantial  re- 
sources to  the  development  and  also  there  is 
substantial  uncertainty,  because  of  techni- 
cal risk,  that  such  resources  would  be  recov- 
ered within  a  reasonable  period);  and  (3) 
that  the  software  is  not  commercially  avail- 
able for  use  by  the  taxpayer  (as  where  the 
software  cannot  be  purchased,  leased,  or  li- 
censed and  used  for  the  intended  purpose 
without  modifications  that  would  satisfy 
the  first  two  requirements  just  stated).  The 
conferees  intend  that  these  regulations  are 
to  apply  as  of  the  effective  date  of  the  new 
specific  rule  relating  to  internal-use  soft- 
ware; i.e.,  internal-use  computer  software 
costs  that  qualify  under  the  three-part  test 
set  forth  in  this  paragraph  are  eligible  for 
the  research  credit  even  if  incurred  prior  to 
issuance  of  such  final  regulations. 

The  specific  rule  in  the  conference  agree- 
ment relating  to  internal-use  computer  soft- 
ware is  not  intended  to  apply  to  the  devel- 
opment costs  of  a  new  or  improved  package 
of  software  and  hardware  developed  togeth- 
er by  the  taxpayer  as  a  single  product,  of 
which  the  software  is  an  integral  part,  that 
is  used  directly  by  the  taxpayer  in  providing 
technological  services  in  its  trade  or  busi- 
ness to  customers.  For  example,  the  specific 
rule  would  not  apply  where  a  taxpayer  de- 
velops together  a  new  or  improved  high 
technology  medical  or  industrial  instrument 
containing  software  that  processes  and  dis- 
plays data  received  by  the  instrument,  or 
where  a  telecommunications  company  devel- 
ofts  a  package  of  new  or  improved  switching 
equipment  plus  software  to  operate  the 
switches.  In  these  cases,  eligibility  for  the 
incremental  research  tax  credit  is  to  be  de- 
termined by  examining  the  combined  hard- 
ware-software product  as  a  single  product, 
and  thus  the  specific  rule  applicable  to  in- 
ternal-use computer  software  would  not 
apply  to  the  combined  hardware-software 
product. 

In  the  case  of  computer  software  costs  in- 
curred in  taxable  years  before  the  effective 
date  for  the  new  specific  rule,  the  eligibility 
of  such  costs  for  the  research  credit  is  to  be 
determined  in  the  same  manner  as  the  eligi- 
bility of  hardware  product  costs.  The  con- 
ferees expect  and  have  been  assured  by  the 


Treasury  Department  that  guidance  to  this 
effect  is  to  be  promulgated  on  an  expedited 
basis. 

Excluded  activities 

The  conference  agreement  specifies  that 
expenditures  incurred  in  certain  research, 
research-related,  or  nonresearch  activities 
are  excluded  from  eligibility  for  the  credit, 
without  reference  to  the  requirements  de- 
scribed above  relating  to  technological  in- 
formation, process  of  experimentation,  and 
functional  puri>oses. 

Post-research  activities.— The  conference 
agreement  provides  that  activities  with  re- 
spect to  a  business  component  after  the  be- 
ginning of  commercial  production  of  the 
component  cannot  qualify  as  qualified  re- 
search. Thus,  no  expenditures  relating  to  a 
business  component  are  eligible  for  the 
credit  after  the  component  has  been  devel- 
oped to  the  point  where  it  either  meets  the 
basic  functional  and  economic  requirements 
of  the  taxpayer  for  such  component  or  is 
ready  for  conunercial  sale  or  use.*  For  ex- 
ample, the  credit  is  not  available  for  such 
expenditures  as  the  costs  of  preproduction 
planning  for  a  finished  business  component, 
"tooling-up"  for  production,  trial  produc- 
tion runs,  "trouble-shooting"  involving  de- 
tecting faults  in  production  equipment  or 
processes,  accumulation  of  data  relating  to 
production  processes,  and  the  cost  of  "de- 
bugging" product  flaws. 

By  way  of  further  iUustration,  the  credit 
is  not  available  for  costs  of  additional  clini- 
cal testing  of  a  pharmaceutical  product 
after  the  product  is  made  commercially 
available  to  the  general  public.  However, 
the  clinical  testing  in  the  United  States  of  a 
product  prior  to  production  for  sale  in  this 
country,  or  clinical  testing  seeking  to  estab- 
lish new  functional  uses,  characteristics,  in- 
dications, combinations,  dosages,  or  delivery 
forms  as  improvements  to  an  existing  prod- 
uct, is  eligible  for  the  credit.  Thus,  research 
(e.g..  body  chemistry  research)  undertaken 
on  a  product  approved  for  one  specified  in- 
dication to  determine  its  effectiveness  and 
safety  for  other  potential  indications  is  eli- 
gible for  the  credit.  Similarly,  testing  a  drug 
currently  used  to  treat  hypertension  for  a 
new  anti-cancer  application,  and  testing  an 
antibiotic  in  combination  with  a  steroid  to 
determine  its  therapeutic  value  as  a  poten- 
tial new  anti-inflammatory  drug,  would  be 
eligible  for  the  credit. 

Adaptation.— The  conference  agreement 
provides  that  adaptation  of  an  existing  busi- 
ness component  to  a  particular  requirement 
or  customer's  need  is  not  eligible  for  the 
credit.  Thus,  for  example,  the  costs  of  modi- 
fying an  existing  computer  software  item 
for  a  particular  customer  are  not  eligible  for 
the  credit.  However,  the  mere  fact  that  an 
item  is  intended  for  a  specific  customer  does 


•The  exclusion  from  credit-eligibility  for  activi- 
ties with  respect  to  a  business  component  after  the 
beginning  of  commercial  production  of  the  compo- 
nent does  not  preclude  the  costs  of  significant  im- 
provements in  an  existing  product  from  eligibility 
for  the  credit.  Thus,  for  example,  the  expenses  of 
an  automobile  manufacturer  in  developing, 
through  a  process  of  experimentation,  a  significant- 
ly more  efficient  and  reliable  diesel  fuel  injector 
are  eligible  for  the  incremental  research  tax  credit 
even  though  the  research  expenses  are  incurred 
during  or  after  production  by  the  manufacturer  of 
automobile  engines  containing  the  existing  (unim- 
proved) diesel  fuel  injector.  However,  the  costs  of 
any  activities  of  the  automobile  manufacturer  with 
respect  to  the  improved  diesel  fuel  injector  after 
the  beginning  of  commercial  production  of  the  im- 
proved diesel  fuel  injector  would  not  be  eligible  for 
the  research  credit. 
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not  disqualify  otherwise  qualified  research 
costs  of  the  item  (assuming  that  the  re- 
search is  not  fimded  by  the  customer). 

Surveys,  studies,  etc..— The  conference 
agreement  provides  that  the  credit  is  not 
available  for  the  costs  of  efficiency  surveys, 
activities  (including  studies)  related  to  man- 
agement functions  or  techniques,  market  re- 
search, market  testing  and  development  (in- 
cluding advertising  or  promotions),  routine 
data  collections,  or  routine  or  ordinary  test- 
ing or  inspection  of  materials  or  business 
items  for  quality  control.  Management  func- 
tions and  techniques  Include  such  items  as 
preparation  of  financial  data  and  analysis, 
development  of  employee  training  programs 
and  management  organization  plans,  and 
management-based  changes  in  production 
processes  (such  as  rearranging  work  stations 
on  an  assembly  line). 

Z)upZtcotton.— The  conference  agreement 
provides  that  the  credit  does  not  apply  to 
research  related  to  the  reproduction  of  an 
existing  business  component  (in  whole  or  in 
part)  of  another  person  from  a  physical  ex- 
amination of  the  component  itself  or  from 
plans,  blueprints,  detailed  specifications,  or 
publicly  available  information  with  respect 
to  such  component.  While  such  "reverse  en- 
gineering" activities  thus  are  not  eligible  for 
the  credit,  the  exclusion  for  duplication 
does  not  apply  merely  because  the  taxpayer 
examines  a  competitor's  product  in  develop- 
ing a  different  component  through  a  proc- 
ess of  otherwise  qualified  experimentation 
requiring  the  testing  of  viable  alternatives 
and  based  on  the  knowledge  gained  from 
such  tests. 

Additional  exclusions 

As  under  present  law,  the  conference 
agreement  excludes  from  eligibility  for  the 
credit  expenditures  for  research  (1)  that  is 
conducted  outside  the  United  States;  (2)  in 
the  social  sciences  (including  economics, 
business  management,  and  behavioral  sci- 
ences), arts,  or  humanities;  or  (3)  to  the 
extent  funded  by  any  person  (or  govern- 
mental entity)  other  than  the  taxpayer, 
whether  by  grant,  contract,  or  otherwise. 

Effect  on  section  174  definition 

No  inference  is  intended  from  the  rules  in 
the  conference  agreement  defining  research 
for  purposes  of  the  incremental  credit  as  to 
the  scope  of  the  term  "research  or  experi- 
mental" for  purposes  of  the  section  174  ex- 
pensing deduction. 
d.  Qualified  expenditures 

The   conference   agreement   follows   the 
House  bill, 
c.  University  basic  research  credit 

The  conference  agreement  is  the  same  as 
the  House  bill  and  the  Senate  amendment, 
except  that  the  vmlversity  basic  research 
credit  provisions  are  effective  for  taxable 
years  beginning  after  December  31,  1986. 
/.  Credit  use  limitation 

The   conference   agreement   follows   the 
House  bill  and  the  Senate  amendment. 
g.  Effective  date 

The  extension  of  the  credit  is  effective  for 
taxable  years  ending  after  December  31, 
1985.  The  credit  will  not  apply  to  amoimts 
paid  or  incurred  after  December  31,  1988. 
The  modifications  to  the  credit  made  by  the 
conference  agreement  are  effective  for  tax- 
able years  begiiming  after  December  31, 
1985,'  except  that  the  modifications  relat- 


ing to  the  university  basic  research  credit 
are  effective  for  taxable  years  beginning 
after  December  31, 1986. 

2.  Augmented  charitable  deduction  for  certain  do- 

nations of  scientific  equipment 
Present  Law 

Under  a  special  rule,  corporations  are  al- 
lowed an  augmented  charitable  deduction 
for  donations  of  newly  manufactured  scien- 
tific equipment  to  a  college  or  university  for 
research  use  in  the  physical  or  biological  sci- 
ences (sec.  170(e)(4)). 

House  Bill 

The  House  bill  expands  the  category  of  el- 
igible donees  under  the  special  rule  in  sec- 
tion 170(e)(4)  to  include  certain  tax-exempt 
scientific  research  organizations,  effective 
for  taxable  years  beginning  after  December 
31, 1985. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill. 

3.  Tax  credit  for  orphan  drug  clinical  testing 

Present  Law 

A  50-percent  tax  credit  is  allowed  for  ex- 
penditures incurred  in  clinical  testing  of  cer- 
tain drugs  for  rare  diseases  or  conditions 
(sec.  28).  Under  present  law,  the  credit  will 
not  apply  to  amounts  paid  or  incurred  after 
December  31,  1987. 

House  Bill 

The  House  bill  extends  the  tax  credit  for 
clinical  testing  of  orphan  drugs  for  one  ad- 
ditional year  (i.e.,  through  December  31, 
1988). 

Senate  Amendment 

The  Senate  amendment  makes  permanent 
the  orphan  drug  credit. 

Conference  Agreement 

The  conference  agreement  extends  the 
orphan  drug  credit  for  three  additional 
years  (i.e.,  through  December  31, 1990). 

D.  Rapid  Amortization  Provisions 
1.  Trademark  and  trade  name  expenditures 
Present  Law 

Taxpayers  may  elect  to  amortize  over  a 
period  of  at  least  60  months  expenditures 
for  the  acquisition,  protection,  expansion, 
registration,  or  defense  of  a  trademark  or 
trade  name,  other  than  an  expenditure 
which  is  part  of  the  consideration  for  an  ex- 
isting trademark  or  trade  name. 
House  Bill 

The  House  bill  repeals  the  election.  Trade- 
mark and  trade  name  expenditures  are 
therefore  generally  capitalized  and  recov- 
ered on  a  disposition  of  the  asset. 

The  provision  is  generally  effective  for  ex- 
penditures paid  or  incurred  on  or  after  Jan- 
uary 1, 1986. 

However,  present  law  applies  to  expendi- 
tures incurred:  (1)  pursuant  to  a  written 
contract  that  was  binding  as  of  September 
25,  1985;  or  (2)  with  respect  to  development, 
protection,  expansion,  registration  or  de- 
fense commenced  as  of  September  25,  1985, 
if  the  lesser  of  $1  million  or  5  percent  of 
cost  has  been  incurred  or  committed  by  that 
date;  provided  in  each  case  the  trademark  or 
trade  name  is  placed  in  service  before  Janu- 
ary 1.  1988. 


Senate  Amendment 


•  In  computing  the  research  credit  for  taxable 
years  beginning  after  December  31.  1985,  tnse- 
period  expenditures  for  taxable  years  beginning 


before  January  1.  1986  are  to  be  determined  under 
the  credit  definition  of  qualified  research  that  was 
applicable  in  such  base-period  years  and  are  not  to 
l)e  redetermined  under  the  definition  of  qualified 
research  in  the  conference  agreement. 


The  Senate  amendment  is  the  same  as  the 
House  biU.  The  Senate  provision  is  general- 
ly effective  for  expenditiu«s  paid  or  in- 
curred after  December  31,  1986.  However, 
present  law  applies  to  expenditures  in- 
curred: (1)  pursuant  to  a  written  contract 
that  was  binding  as  of  March  1.  1986;  or  (2) 
with  respect  to  development,  protection,  ex- 
pansion, registration  or  defense  commenced 
as  of  March  1,  1986,  if  the  lesser  of  $1  mil- 
lion or  5  percent  of  cost  has  been  incurred 
or  committed  by  the  date,  provided  in  each 
case  the  trademark  or  trade  name  is  plac^ 
in  service  before  January  1,  1988. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

2.  Pollution  control  facilities 

Present  Law 

Taxpayers  may  elect  to  amortize  over  a 
60-month  period  the  cost  of  a  qualifying  cer- 
tified pollution  control  facility  used  in  con- 
nection with  a  plant  that  was  in  operation 
before  1976.  To  the  extent  that  a  pollution 
control  facility  has  a  useful  life  in  excess  of 
15  years,  a  portion  of  the  facility's  cost  is 
not  eligible  for  60-month  amortization,  but 
must  be  recovered  through  depreciation. 
House  Bill 

The  House  bill  repeals  the  election.  Ex- 
penditures for  pollution  control  facilities 
would  therefore  be  recovered  in  accordance 
with  the  applicable  depreciation  schedules. 
The  repeal  is  generally  effective  for  expend- 
itures paid  or  incurred  on  or  after  January 
1,  1986. 

However,  present  law  applies  to  expendi- 
tures incurred:  (1)  pursuant  to  a  written 
contract  that  was  binding  as  of  September 
25,  1985;  or  (2)  with  respect  to  facilities,  con- 
struction of  which  is  commenced  as  of  Sep- 
tember 25.  1985,  if  the  lesser  of  $1  million  or 
5  percent  of  cost  has  been  incurred  or  com- 
mitted by  that  date;  provided  in  each  case 
the  facility  is  placed  in  service  before  Janu- 
ary 1,  1988. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

3.  Qualifled  railroad  grading  and  tunnel  bores 

Present  Law 

Domestic  railroad  common  carriers  may 
elect  to  amortize  the  cost  of  qualified  rail- 
road grading  and  tunnel  bores  over  a  50 
year  period.  "Qualified  railroad  grading  and 
tuimel  bores"  include  all  land  improvements 
(including  turmeling)  necessary  to  provide, 
construct,  reconstruct,  alter,  protect,  im- 
prove, replace,  or  restore  a  roadbed  of  right- 
of-way  for  railroad  track. 

House  Bill 

Under  the  House  bill,  the  election  is  re- 
pealed. Expenditures  for  railroad  grading 
and  tuiuiel  bores  would  therefore  be  capital- 
ized and  recovered  on  disposition  of  the 
asset. 

In  addition,  special  ACBS  treatment  is 
provided  for  a  particular  railroad  disaster 
and  involuntary  conversion  treatment  of  in- 
surance proceeds  in  that  case  is  s|>ecif  led. 

The  repeal  of  the  election  generally  ap- 
plies to  expenses  paid  or  incurred  on  or 
after  January  1,  1986.  However,  present  law 
continues  to  apply  to  expenditures  incurred: 
(1)  pursuant  to  a  written  contract  that  was 
binding  as  of  September  25. 1985;  or  (2)  with 
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respect  to  construction,  reconstruction,  al- 
teration. Improvement,  replacement  or  res- 
toration commenced  as  of  Septemt>er  25, 
IMS,  If  the  lesser  of  $1  million  or  5  percent 
of  cost  has  been  incurred  or  committed  by 
that  date,  provided  in  each  case  the  im- 
provements are  placed  in  service  before  Jan- 
uary 1.  1988. 

Senate  Amendment 

The    Senate     amendment     retains     the 
present  law  election.  However,  the  treat- 
ment provided  for  a  particular  railroad  dis- 
aster is  the  same  as  the  House  bill. 
Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  with  respect  to  the  election.  No 
amortization  or  depreciation  deduction  for 
railroad  grading  and  tunnel  bores  will  be  al- 
lowed. 

The  repeal  of  the  election  generally  ap- 
plies to  expenses  paid  or  incurred  on  or 
after  January  1,  1987.  However,  present  law 
continues  to  apply  to  expenditures  incurred: 
(1)  pursuant  to  a  written  contract  that  was 
binding  as  of  March  1,  1986;  or  (2)  with  re- 
spect to  construction,  reconstruction,  alter- 
ation, improvement,  replacement  or  restora- 
tion commenced  as  of  March  1,  1986,  if  the 
lesser  of  (1  million  or  5  percent  of  cost  has 
been  incurred  or  committed  by  that  date, 
provided  in  each  case  the  improvements  are 
placed  in  service  before  January  1, 1988. 

The  conference  agreement  foUows  the 
House  bill  and  the  Senate  amendment  with 
respect  to  the  particular  railroad  disaster. 

4.  Bin  operating  authorities;  freight  forwarders 

Present  Law 

Generally,  no  deduction  is  allowed  for  a 
decline  in  value  of  property  absent  a  sale  or 
other  disposition.  The  courts  have  denied  a 
loss  deduction  where  the  value  of  an  operat- 
ing permit  or  license  decreased  as  the  result 
of  legislation  that  expanded  the  number  of 
permits  or  licenses  issued,  on  the  grounds 
that  the  permit  or  license  continued  to  have 
value  as  a  right  to  carry  on  a  business. 
House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  allows  taxpayers 
an  ordinary  deduction  ratably  over  a  60- 
month  period  for  the  atdjusted  bases  of  bus- 
operating  authorities  held  on  November  19, 
1982,  (the  date  of  enactment  of  the  Bus 
Regulatory  Reform  Act)  or  acquired  after 
that  date  under  a  written  contract  that  was 
binding  on  that  date. 

The  provision  is  effective  retroactively  for 
taxable  years  ending  after  November  18. 
1M2. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment.  In  addition,  it  provides 
a  similar  rule  for  freight  forwarders,  contin- 
gent on  deregulation. 

5.  ReiBOval  of  architectural  and  transportation 

barricn  to  the  handicapped  and  elderly 
Present  LatD 
Taxpayers  may  elect  to  deduct  up  to 
$35,000  of  qualifying  expenses  for  the  re- 
moval of  architectural  and  transportation 
barriers  to  the  handicapped  and  elderly  in 
the  year  paid  or  incurred,  instead  of  capital- 
izing them.  The  election  is  not  available  in 
taxable  years  beginning  after  December  31, 
1985. 

House  Bill 
The  election  to  deduct  qualifying  expendi- 
tures is  extended  for  two  years  to  taJtable 
years  beginning  before  January  1, 1988. 


Senate  Amendment 
The  election  to  deduct  qualifying  expendi- 
tures is  extended  permanently,  effective  for 
taxable  years  beginning  after  December  31, 
1985. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

E.  Real  Estate  ProWsions 
1.  Tax  credit  for  rehabilitation  expenditures 

Present  Law 

A  three-tier  investment  tax  credit  is  pro- 
vided for  qualified  rehabilitation  expendi- 
tures. The  credit  is  15  percent  for  nonresi- 
dential buildings  at  least  30  years  old,  20 
percent  for  nonresidential  buildings  at  least 
40  years  old,  and  25  percent  for  certified  his- 
toric structures  (including  residential  build- 
ings). A  certified  historic  structure  is  de- 
fined as  a  building  (and  its  structural  com- 
ponents) that  is  listed  in  the  National  Regis- 
ter of  Historic  Places,  or  is  located  in  a  reg- 
istered historic  district  and  certified  by  the 
Secretary  of  the  Interior  as  being  of  historic 
significance  to  the  district. 

The  rehabilitation  credit  is  available  only 
if  the  taxpayer  elects  to  use  the  straight- 
line  method  of  cost  recovery  with  respect  to 
the  rehabilitation  expenditures.  If  the  15-  or 
20-percent  investment  credit  is  allowed  for 
qualified  rehabilitation  expenditures,  the 
basis  of  the  property  is  reduced  by  the 
amount  of  credit  earned  (and  the  reduced 
basis  is  used  to  compute  cost  recovery  de- 
ductions) (sec.  48(q)(l)  and  (3)).  The  basis  is 
reduced  by  50  percent  of  the  25-percent 
credit  allowed  for  the  rehabUitation  of  certi- 
fied historic  structures. 

Qualified  rehabilitation  expenditures  are 
eligible  for  the  credit  only  if  incurred  in 
connection  with  a  substantial  rehabilitation 
that  satisfies  an  external-walls  requirement. 
The  test  of  substantial  rehabilitation  gener- 
ally is  met  if  the  qualified  expenditures 
during  a  24-month  measuring  period  exceed 
the  greater  of  the  adjusted  basis  of  the 
building  as  of  the  first  day  of  the  24-month 
period,  or  $5,000.  (In  phased  rehabilitations, 
the  24-month  measuring  period  is  extended 
to  60  months). 

The  external-walls  requirement  provides 
generally  that  at  least  75  percent  of  the  ex- 
isting external  walls  of  the  building  must  be 
retained  in  place  as  external  walls  in  the  re- 
habilitation process.  An  alternative  test  pro- 
vides that  the  external-walls  requirement  is 
met  if  (1)  at  least  75  percent  of  the  external 
walls  are  retained  in  place  as  either  internal 
or  external  walls,  (2)  at  least  50  percent  of 
such  walls  are  retained  in  place  as  external 
walls,  and  (3)  at  least  75  percent  of  the 
building's  internal  structural  framework  is 
retained  in  place. 

In  the  case  of  rehabilitations  of  certified 
historic  structures,  certain  additional  rules 
apply.  In  particular,  the  Secretary  of  the  In- 
terior must  certify  that  the  rehabilitation  is 
consistent  with  the  historic  character  of  the 
building  or  the  historic  district  in  which  the 
building  is  located.  In  fulfilling  this  statuto- 
ry mandate,  the  Secretary  of  the  Interior's 
Standards  for  Rehabilitation  are  applied. 
See  36  CPR  67.7  (March  12,  1984). 
House  Bill 

The  House  bill  replaces  the  existing  three- 
tier  credit  with  a  two-tier  credit  for  quali- 
fied rehabilitation  expenditiires.  The  credit 
percentage  is  20  percent  for  rehabilitations 
of  certified  historic  structures  and  10  per- 
cent for  rehabilitations  of  buildings  (other 
than  certified  historic  structures)  originally 
placed  in  service  before  1936.  Expenditures 


incurred  by  a  lessee  do  not  qualify  for  the 
credit  unless  the  remaining  lease  term  on 
the  date  the  rehabilitation  is  completed  is  at 
least  as  long  as  the  applicable  recovery 
period  under  the  general  depreciation  rules 
(generally,  30  years;  20  years  for  low-income 
housing). 

The  external-walls  requirement  will  be  ap- 
plied by  reference  to  a  single  test:  whether 
at  least  75  percent  of  existing  external  walls 
(including  50  percent  as  external  walls),  as 
well  as  75  percent  of  a  building's  internal 
structural  frameworic,  remain  in  place.  Fur- 
ther, this  test  does  not  apply  to  certified 
historic  structures. 

The  provisions  are  effective  for  property 
placed  in  service  after  December  31, 1985. 
Senate  Amendment 

The  Senate  amendment  follows  the  House 
bill,  except  the  applicable  recovery  periods 
used  for  purposes  of  the  rule  for  lessees  are 
27.5  years  for  residential  property  and  31.5 
years  for  nonresidential  property. 

The  provisions  are  effective  for  property 
placed  in  service  after  December  31. 1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

2.  Five-year  amortization  of  expenditures  to  reha- 

bilitate low-income  housing 

Present  Law 
Taxpayers  generally  may  elect  to  amortize 
over  a  60-month  period  certain  qualifying 
expenditures  for  improvements  to  low- 
income  rental  housing  with  a  useful  life  of 
at  least  five  years.  In  general,  expenditures 
for  any  dwelling  tmit  are  not  eligible  to  the 
extent  that  they  aggregate  more  than 
$20,000  (In  certain  cases,  $40,000).  This  elec- 
tion generally  is  scheduled  to  expire  for  ex- 
penditures incurred  after  1986. 

House  Bill 
The  House  bill  extends  the  election  and 
generally  replaces  the  $20,000  and  $40,000 
aggregate  expenditure  limits  with  a  single 
$30,000  limit.  This  provision  is  effective  for 
expenditures  paid  or  incurred  after  1985, 
except,  that  the  $40,000  limit  continues  for 
certain  expenses  under  a  transitional  rule. 

Senate  Amendment 
No  provision.  (However,  see  tax  credit  for 
low-income  rental  housing,  II.E.3.,  below.) 
Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment.  (However,  see 
tax  credit  for  lav-income  rental  housing, 
II.E.3.,  below.) 

3.  Tax  credit  for  low-income  rental  housing 

Present  Law 
No  low-income  rental  housing  tax  credit  is 
provided  under  present  law,  but  other  tax 
incentives  for  low-income  housing  are  avail- 
able. 

House  Bill 
No  provision,  but  certain  other  tax  incen- 
tives are  retained  for  low-income  housing. 

Senate  Amendment 
In  general 

The  Senate  amendment  provides  a  new 
tax  credit  that  may  be  claimed  by  owners  of 
residential  rental  projects  providing  low- 
income  housing,  in  lieu  of  certain  other  tax 
incentives. 

The  credit  may  be  claimed  annually  for  a 
period  of  10  years.  The  credit  rate  is  set  so 
that  the  annualized  credit  amounts  have  a 
present  value  of  60  percent  or  30  percent  of 
the  basis  attributable   to  qualifying  low- 
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income  units,  depending  on  the  income  of 
the  tenants  qualifying  the  imit  for  the 
credit. 

For  projects  on  which  construction  com- 
mences prior  to  1988,  the  annual  credit  rate 
is  8  percent  (80  percent  over  10  yetu^)  for 
units  occupied  by  individuals  with  incomes 
of  50  percent  or  less  of  area  median  (as  ad- 
justed for  family  size)  and  4  percent  (40  per- 
cent over  10  years)  for  a  maximum  of  30 
percent  of  the  units  occupied  by  individuals 
with  Incomes  of  between  50  percent  and  70 
percent  of  area  median.  For  projects  on 
which  construction  begins  after  1987,  Treas- 
ury is  directed  to  adjust  the  credit  rates  to 
maintain  the  present  values  of  the  annua- 
lized credit  amounts  of  60  percent  and  30 
percent. 

Newly  constructed  buildings  and  newly  ac- 
quired existing  structures  that  are  substan- 
tially rehabilitated  are  eligible  for  the 
credit.  Substantial  rehabilitation  is  defined 
as  rehabilitation  expenditures  made  over  a 
two-year  period  (or  five-year  period  in  the 
case  of  rehabilitation  conducted  subject  to  a 
comprehensive  plan)  of  at  least  22.5  percent 
of  the  acquisition  cost  of  the  project  (other 
than  the  cost  of  land).  The  cost  of  rehabili- 
tation and  acquisition  allocable  to  low- 
Income  units  is  eligible  for  the  credit. 

Comparable  to  the  treatment  of  multifam- 
ily  rental  housing  bonds  in  the  Senate 
amendment,  there  is  no  volume  limitation 
or  "trade-in"  requirement  for  low-income 
housing  credits. 
Definition  of  low-income  housing 

Low-income  housing  eligible  for  the  credit 
is  defined  as  follows: 

(1)  At  least  20  percent  of  the  housing 
units  in  each  project  is  occupied  by  individ- 
uals having  incomes  of  less  than  50  percent 
of  the  area  median  Income; 

(2)  Income  determinations  are  made  with 
adjustments  for  family  size; 

(3)  Qualification  as  a  low-income  tenant  is 
determined  on  a  continuing  basis:  and 

(4)  The  gross  rent  paid  by  families  in  units 
qualifying  for  the  credit  may  not  exceed  30 
percent  of  the  applicable  qualifying  income 
for  a  family  of  its  size. 

Restriction  on  tax-exempt  financing 

A  project  is  not  eligible  for  the  credit  if 
any  part  of  the  project  is  financed  with  obli- 
gations on  which  the  interest  is  exempt 
from  tax  under  Code  section  103.  This  re- 
striction applies  as  long  as  any  of  those  obli- 
gations remain  outstanding. 

A  limited  exception  is  made  for  certain  ex- 
isting federally  assisted  projects  on  which 
tax-exempt  bonds  remain  outstanding. 
Federally  assisted  housing 

Unless  otherwise  specifically  provided, 
projects  receiving  Federal  grants,  loans,  or 
rental  assistance  are  not  eligible  for  the 
credit.  (A  Federal  guarantee  does  not  consti- 
tute Federal  assistance  that  would  preclude 
a  project  from  credit  eligibility.)  Three  ex- 
ceptions are  provided: 

(1)  An  exception  to  the  Federal  assistance 
restriction  is  provided  for  new  construction 
or  substantial  rehabilitation  or  properties 
receiving  assistance  under  the  Urban  Devel- 
opment Block  Grant  program,  the  Commu- 
nity Development  Block  Grant  program, 
and  Housing  Development  or  Rental  Reha- 
bilitation programs.  Projects  receiving  as- 
sistance under  these  programs  must  exclude 
such  assistance  from  the  basis  on  which  the 
low-income  credit  is  allowable. 

(2)  A  second  exception  is  provided  for  new 
construction  or  substantial  rehabilitation  of 
properties  receiving  assistance  under  the 
HUD  section  8  moderate  rehabilitation  pro- 


gram or  the  FmHA  section  515  program. 
Projects  receiving  assistance  under  these 
programs,  however,  only  are  eligible  for 
credits  on  units  occupied  by  tenants  with  in- 
comes of  50  percent  or  less  of  area  median. 
Section  8  payments  may  not  exceed  certain 
specified  amounts  on  all  property  eligible 
for  the  credit. 

(3)  A  third  exception  to  the  Federal  assist- 
ance restriction  is  provided  for  newly  ac- 
quired existing  property  receiving  assistance 
under  HUD's  section  8,  section  221(dK3)  or, 
section  236  programs,  or  FmHA's  section 
515  program.  Such  property  must  have  50 
percent  or  more  of  the  units  occupied  by 
tenants  with  incomes  of  50  percent  or  less  of 
area  median  income. 

All  residential  rental  units  in  such 
projects  are  eligible  to  be  included  in  the 
basis  on  which  the  credit  is  allowed.  The 
credit  rate  is  one-half  the  rate  otherwise  ap- 
plicable to  units  occupied  by  tenants  with 
incomes  of  50  percent  or  less  of  area  median 
income. 

Generally,  a  project  eligible  for  this  ex- 
ception may  not  be  placed  in  service  within 
15  years  of  its  having  last  been  placed  in 
service,  and  section  8  payments  may  not 
exceed  certain  specified  amounts  on  proper- 
ty eligible  for  the  credit. 

Existing  property  receiving  assistance 
under  HUD  section  8.  section  221(d)(3),  sec- 
tion 236,  or  FmHA  section  515  and  described 
in  this  exception  is  also  excepted  from  the 
substantial  rehabilitation  requirement. 
(Generally,  existing  property  (and  the  ac- 
quisition cost  of  existing  property)  only  is 
eligible  for  the  credit  if  substantial  rehabili- 
tation is  performed  after  acquisition.) 

At-risk  limitation 

The  amount  of  the  credit  is  subject  to  an 
at-risk  limitation  similar  to  the  investment 
tax  credit  at-risk  rules  in  the  case  of  nonre- 
course refinancing. 

An  exception  is  provided  for  certain  lend- 
ers related  to  the  buyer  of  the  low-income 
housing  property.  Another  exception  is  pro- 
vided for  financing  (including  seller  financ- 
ing) not  in  excess  of  60  percent  of  the  basis 
of  the  property  that  is  lent  by  charitable 
and  social  welfare  organizations  whose 
exempt  purpose  includes  fostering  low- 
income  housing.  The  credit  is  recaptured  if 
the  financing  provided  by  such  organiza- 
tions is  not  repaid  with  interest  by  the  end 
of  the  15-year  credit  compliance  period  (de- 
scribed below). 

Compliance  requirements 

Projects  are  required  to  comply  continu- 
ously with  the  low-income  occupancy  re- 
quirement for  at  least  15  years. 

Failure  to  meet  the  minimum  low-income 
occupancy  requirement  during  the  15-year 
period  triggers  a  recapture  of  the  credit. 
The  credit  is  recaptured  fully  for  violations 
during  the  first  ten  years,  and  recaptured 
partially  for  violations  in  years  11-15. 

Failure  to  meet  the  low-income  occupancy 
requirement  upon  which  the  maximum 
credit  is  based  (while  still  satisfying  the 
minimum  low-income  occupancy  require- 
ment) results  in  a  reduction  of  the  credit  for 
the  year  of  the  violation. 

Transferalnlity 

Credits  may  be  transferred  to  new  pur- 
chasers of  a  project  during  the  period  for 
which  the  property  is  eligible  to  receive  the 
credit,  with  the  new  purchaser  "stepping 
into  the  shoes"  of  the  seller,  both  as  to 
credit  percentage,  basis,  and  liability  for 
compliance  and  recapture. 


Coordination  with  other  provisions 

The  credit  is  subject  to  the  rules  of  the 
general  business  credit,  including  the  maxi- 
mum amount  of  income  tax  liability  that 
may  be  reduced  by  general  business  tax 
credits  in  any  year.  Unused  credits  for  any 
taxable  year  may  be  carried  back  to  each  of 
the  three  preceding  taxable  years  and  then 
carried  forward  to  each  of  the  15  following 
taxable  years. 

For  pur(K)ses  of  the  rules  in  the  amend- 
ment limiting  passive  loss  deductions,  the 
credit  (but  not  losses  from  the  project)  is 
treated  as  arising  from  rental  real  estate  ac- 
tivities in  which  the  taxpayer  actively  par- 
ticipates, and  is  subject  to  the  limitations 
imposed  on  tax  credits  from  such  activities. 

The  basis  with  respect  to  which  credits 
are  allowed  is  reduced  to  reflect  any  reha- 
bilitation credit  for  which  the  project  is  eli- 
gible. 

The  basis  of  a  project  for  purposes  of  de- 
preciation is  not  reduced  by  the  amount  of 
low-income  housing  credits  claimed. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  certain 
substantive  modifications,  including  (1) 
changes  in  the  credit  amounts,  (2)  redefini- 
tion of  qualifying  expenditures  with  respect 
to  which  the  credit  may  be  claimed  (includ- 
ing the  allowance  of  tax-exempt  bond  fi- 
nanced expenditures  and  the  elimination  of 
the  substantial  rehabilitation  requirement), 
(3)  the  provision  of  an  alternative  set-aside 
requirement  (the  percentage  of  low-income 
imits  and  the  qualifying  income  levels  of 
low-income  tenants),  (4)  the  addition  of  a 
State  volume  limitation  on  the  number  of 
new  credits  issued  annually,  and  (5)  modifi- 
cations to  the  recapture  rules. 

Credit  amount 

The  conference  agreement  provides  two 
separate  credit  amounts:  (1)  a  70-percent 
present  value  credit- for  qualified  new  con- 
struction and  rehabilitation  expenditures 
that  are  not  federally  subsidized  and  (2)  a 
30-percent  present  value  credit  for  other 
qualifying  expenditures.  Expenditures 
qualifying  for  the  30-percent  present  value 
credit  consist  of  the  cost  of  acquisition,  cer- 
tain rehabilitation  expenditures  incurred  in 
connection  with  the  acquisition  of  an  exist- 
ing building,  and  federally  subsidized  new 
construction  or  rehabilitation  expenditures. 
A  taxpayer's  credit  amount  in  any  taxable 
year  is  computed  by  applying  the  appropri- 
ate credit  percentage  to  the  appropriate 
qualified  basis  amount  in  such  year. 

Credit  percentage 

For  buildings  placed  in  service  in  1987,  the 
credit  percentages  are  9  percent  annually 
over  10  years  for  the  70-percent  present 
value  credit,  and  4  percent  annually  over  10 
years  for  the  30-percent  present  value 
credit. 

For  buildings  placed  in  service  after  1987, 
these  credit  percentages  are  to  be  adjusted 
monthly  by  the  Treasury  to  reflect  the 
present  values  of  70  percent  and  30  percent 
at  the  time  the  building  is  placed  in  service. 
The  Treasury's  monthly  adjustments  of  the 
credit  percentages  are  to  be  determined  on  a 
discoimted  after-tax  basis,  based  on  the  av- 
erage of  the  annual  applicable  Federal  rates 
(AFR)  for  mid-term  juid  long-term  obliga- 
tions for  the  month  the  building  is  placed  in 
service.  The  after-tax  interest  rate  is  to  be 
computed  as  the  product  of  (1)  the  average 
AFR  and  (2)  .72  (one  minus  the  maximum 
individual  statutory  Federal  income  tax 
rate).    The    discounting    formula    assimies 
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each  credit  is  received  on  the  last  day  of 
each  year  and  that  the  present  value  is  to  be 
computed  as  of  the  last  day  of  the  first  year. 
In  a  project  consisting  of  two  or  more  buUd- 
Incs  placed  in  service  in  different  months,  a 
separate  credit  percentage  may  apply  to 
each  building. 

The  credit  percentage  for  rehabilitation 
expenditures  not  claimed  in  connection  with 
the  acquisition  of  an  existing  building  is  de- 
termined when  rehabilitation  is  completed 
and  the  property  is  placed  in  service,  but  no 
later  than  the  end  of  the  24-month  period 
for  which  such  expenditures  are  aggregated. 
These  rehabilitation  expenditures  are  treat- 
ed as  a  separate  new  building  for  purposes 
of  the  credit.  The  determination  of  whether 
the  rehabilitation  expenditures  are  federal- 
ly subsidized  is  made  without  regard  to  the 
source  of  financing  for  the  construction  or 
acquisition  of  the  building  to  which  the  re- 
habilitation expenditures  are  made  (also, 
see  the  discussion  of  qualified  basis,  below, 
for  a  description  of  federally  subsidized  ex- 
penditures). 

QtuUifted  basis 

The  qualified  basis  amounts  with  respect 
to  which  the  credit  amount  is  computed  are 
determined  as  the  proportion  of  eligible 
basis  in  a  qualified  low- income  building  at- 
tributable to  the  low-income  rental  units. 
This  proportion  is  the  lesser  of  (1)  the  pro- 
portion of  low-income  units  to  all  residential 
rental  units  or  (2)  the  proportion  of  floor 
space  of  the  low-income  units  to  the  floor 
space  of  all  residential  rental  units.  Gener- 
ally, in  these  calculations,  low-income  units 
are  those  units  presently  occupied  by  quali- 
fying tenants,  whereas  residential  rental 
units  are  all  units,  whether  or  not  presently 
occupied. 

Eligible  basis  consists  of  (1)  the  cost  of 
new  construction.  <2)  the  cost  of  rehabilita- 
tion, or  (3)  the  cost  of  acquisition  of  existing 
buUdings  acquired  through  a  purchase  and 
the  cost  of  rehabilitation,  if  any.  to  such 
buildings  incurred  before  the  close  of  the 
first  taxable  year  of  the  credit  period.  Only 
the  adjusted  basis  of  the  building  may  be  in- 
cluded in  eligible  basis.  The  adjusted  basis  is 
determined  by  taking  into  account  the  ad- 
justments described  in  section  1016  (other 
than  paragraphs  (2)  and  (3)  of  sec.  1016(a). 
relating  to  depreciation  deductions),  includ- 
ing, for  example,  the  basis  adjustment  pro- 
vided in  section  48(g)  for  any  rehabilitation 
credits  allowed  under  section  38.  The  cost  of 
land  is  not  included  in  adjusted  basis. 

Generally,  the  eligible  basis  of  a  building 
is  determined  at  the  time  the  building  is 
placed  in  service.  For  this  purpose,  rehabili- 
tation expenditures  are  treated  as  placed  in 
service  at  the  close  of  the  24-month  aggre- 
gation period.  In  the  case  of  rehabilitation 
expenditures  claimed  in  connection  with  the 
acquisition  of  a  building,  the  capital  expend- 
itures incurred  through  the  end  of  the  first 
year  of  the  credit  period  may  be  included  in 
eligible  basis. 

Residential  rental  property  for  purposes 
of  the  low-income  housing  credit  has  the 
same  meaning  as  residential  rental  property 
within  Code  section  103.  Thus,  residential 
rental  property  includes  residential  rental 
units,  facilities  for  use  by  the  tenants,  and 
other  facilities  reasonably  required  by  the 
project. 

Costs  of  the  residential  rental  units  in  a 
building  which  are  not  low-income  units 
may  be  included  in  eligible  basis  only  if  such 
units  are  not  above  the  average  quality 
standard  of  the  low-income  units.  Units  are 
of  comparable  quality  if  the  construction  or 
acquisition  costs  are  comparable  and  if  such 
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units  are  provided  in  a  similar  proportion 
for  both  the  low-income  and  other  tenants. 
Rehabilitation  expenditures  may  not  be  in- 
cluded in  eligible  basis  if  such  expenditures 
improve  any  unit  in  the  building  beyond 
comparability  with  the  low-income  units.  El- 
igible basis  may  include  the  cost  of  amen- 
ities, including  personal  property,  only  if 
the  included  amenities  are  comparable  to 
the  cost  of  the  Eunenities  in  the  low-income 
units.  Additionally,  the  allocable  cost  of 
tenant  facilities,  such  as  swimming  pools, 
other  recreational  facilities,  and  parking 
areas,  may  be  included  provided  there  is  no 
separate  fee  for  the  use  of  these  facilities 
and  they  are  made  available  on  a  compara- 
ble basis  to  all  tenants  in  the  project.  (.See 
generally.  Treas.  Reg.  sec.  1.103-8(b)(4)(iii).) 

Residential  rental  property  may  qualify 
for  the  credit  even  though  a  portion  of  the 
building  in  which  the  residential  rental 
units  are  located  is  used  for  a  commercial 
use.  No  portion  of  the  cost  of  such  nonresi- 
den"'  BAD  MAG  TAPE  '"tial  rental  prop- 
erty may  be  included  in  eligible  basis.  The 
conferees  intend  that  the  costs  of  such  a 
mixed-use  facility  may  be  allocated  accord- 
ing to  any  reasonable  method  that  properly 
reflects  the  proportionate  benefit  to  be  de- 
rived, directly  or  indirectly,  by  the  nonresi- 
dential rental  property  and  the  residential 
rental  units.  (See,  e.g..  Prop.  Treas.  Reg.  sec. 
1.103-8(b)(4)(v).) 

The  qualified  basis  attributable  to  reha- 
bilitation expenditures  not  claimed  in  con- 
nection with  the  acquisition  of  an  existing 
building  must  equal  at  least  $2,000  per  low- 
income  unit  in  order  for  rehabilitation  ex- 
penditures to  qualify  for  the  credit.  The 
$2,000  minimum  is  computed  as  an  average 
based  on  all  qualifying  expenditures  in  the 
building,  rather  than  on  a  unit-by-unit  de- 
termination. Qualified  basis  is  determined 
in  the  same  fractional  manner  as  for  new 
construction  or  acquisition  costs  even  if  all 
rehabilitation  expenditures  are  made  only 
to  low-income  units.  Rehabilitation  expendi- 
tures may  be  included  in  eligible  basis  with- 
out a  transfer  of  property.  Rehabilitation 
expenditures  may  be  aggregated  only  for  re- 
habilitation expenditures  incurred  before 
the  close  of  the  two-year  period  beginning 
on  the  date  rehabilitation  is  conunenced  by 
the  taxpayer.  Where  rehabilitation  is  limit- 
ed to  a  group  of  units.  Treasury  may  pro- 
vide regulations  treating  a  group  of  units  as 
a  separate  new  building. 

The  cost  of  acquisition  of  an  existing  buid- 
difg  may  l>e  included  in  eligible  basis  and 
any  rehabilitation  expenditures  to  such 
buildings  incurred  before  the  close  of  the 
first  year  of  the  credit  perigd  may  also  be 
included  in  eligible  basis,  without  a  mini- 
mum rehabilitation  requirement.  These 
costs  may  be  included  if  eligibde  basis  only 
if  the  building  or  a  substantial  improvement 
(a  capital  expenditure  of  25  percent  or  more 
of  the  adjusted  basis  gf  the  building  to 
whach  five-year  rapid  amortization  was 
elected  or  to  which  ACRS  applaed  (as  if 
effect  l)efore  the  enactment  of  this  Act))  to 
the  buiddifg  has  ngt  tieen  previgusly  placed 
ifO  service  within  10  years  and  if  the  buid- 
difg (or  rehabilitated  property  within  the 
buid<3difOg)  is  not  subject  to  the  15-year 
compliafce  perigd.  The  Treasury  Depart- 
ment may  waive  thas  10-year  requirement 
for  any  buidOdifOg  substantially  assisted,  fi- 
nanced or  gp)erated  under  the  HUD  section 
8.  section  221(d)  3).  or  section  236  programs, 
or  under  the  Farmers'  Hoee  Administration 
section  515  program  if  order  to  avert  an  as- 
signeent  gf  the  mortgage  secured  by  proper- 
ty in  the  project  to  HUD  or  the  Farmers 


Home  Administration,  to  avert  a  claim 
against  a  Federal  mortgage  insurance  fund, 
or  other  sieilar  circumstances  relatifOg  to  fi- 
nancial distress  of  these  prgperties  as  pre- 
scribed by  the  Treasury  Department.  A 
transfer  gf  owfership  of  a  building  where 
the  basis  of  the  property  in  the  hands  gf 
the  few  owner  is  determifed  in  whole  or  in 
part  by  the  adjusted  basis  of  the  previgOus 
owner,  is  considered  not  to  have  been  newly 
placed  if  service  for  purposes  of  t*'*  BAD 
MAG  TAPE  "'he  10-year  requirement 
(also,  see  the  discussion  of  transferability, 
below).  Any  other  transfer  will  begin  a  few 
10-year  perigOd. 

Elagible  basis  may  not  incdude  if  any  tax- 
able year  the  amount  of  any  Federal  grant, 
regardless  of  whether  such  grants  are  inc- 
duded  in  gross  income.  A  Federal  grant  in- 
cludes any  graft  funded  in  whole  or  in  part 
by  the  Federal  government,  to  the  extent 
funded  with  Federal  funds.  Exampdes  of 
grants  whach  may  not  be  included  in  eligi- 
ble basis  include  Community  Development 
Block  Grants,  Urban  Development  Action 
Grants,  Rental  Rehabilitation  Grants,  and 
Housing  Development  Grafts. 

If  any  portign  gf  the  eligible  basis  attrib- 
utable to  new  construction  or  the  eligible 
basis  attributable  to  rehabilitation  expendi- 
tures is  financed  with  Federal  subsidies,. the 
qualified  basis  is  eligible  only  for  the  30-per- 
cent present  value  credit,  unless  such  Feder- 
al subsidies  are  excluded  from  eligible  basis. 
A  Federal  subsidy  is  defined  as  any  obliga- 
tion the  interest  on  which  is  exempt  from 
tax  under  section  103  or  a  direct  or  ifdirect 
Federal  loan,  if  the  interest  rate  on  such 
loan  is  less  than  the  applicable  Federal  rate. 
A  Federal  loan  under  the  Farmers'  Home 
Administration  section  515  program  is  an 
example  of  such  a  Federal  subsidy,  as  is  a 
reduced  interest  rate  loan  attributable  in 
part  to  a  Federal  grant.  The  determination 
of  whether  rehabilitation  expenditures  are 
federally  subsidized  is  made  without  regard 
to  the  source  of  financing  for  the  construc- 
tion or  acquisition  of  the  building  to  which 
the  rehabilitation  ex[>enditures  are  made. 
For  example,  a  Federal  loan  or  tax-exempt 
bond  financing  that  is  continued  or  assumed 
upon  purchase  of  existifg  hgusifg  is  disre- 
garded for  purposes  of  the  credit  on  reha- 
bilitation expenditures. 

The  qualified  basis  for  each  building  is  de- 
termined on  the  last  day  of  the  first  taxable 
year  in  which  the  building  is  placed  in  serv- 
ice or,  if  the  taxpayer  elects,  on  the  last  day 
of  the  following  taxable  year. 

The  Treasury  Department  may  provide 
regulations  for  projects  consisting  of  two  or 
more  buildings.  Unless  prescribed  in  regula- 
tions, the  qualified  basis  of  a  project  con- 
sisting of  two  or  more  buUdings  is  deter- 
mined separately  for  each  building. 
Conunon  facilities  in  such  a  project  must  be 
allocated  in  an  appropriate  manner  to  all 
buildings  (whether  existing  or  to  be  con- 
structed) in  the  project. 

The  first  year  the  credit  is  claimed,  the  al- 
lowable credit  amount  is  determined  using 
an  averaging  convention  to  reflect  the 
number  of  months  units  comprising  the 
qualified  basis  were  occupied  by  low-income 
individuals  during  the  year.  For  example,  if 
half  of  the  low-income  units  included  in 
qualified  basis  were  first  occupied  in  Octo- 
ber and  the  remaining  half  were  occupied  in 
December,  a  calendar  year  taxpayer  would 
adjust  the  allowable  first-year  credit  to  re- 
flect that  these  units  were  occupied  on  aver- 
age only  one-sixth  of  the  year.  To  the 
extent  there  is  such  a  reduction  of  the 
credit  amount  in  the  first  year,  an  addition- 
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al  credit  in  the  amount  of  such  reduction  is 
available  In  the  eleventh  taxable  year.  (This 
first-year  adjustment  does  not  affect  the 
amount  of  qualified  basis  with  respect  to 
which  the  credit  is  claimed  in  subsequent 
years  of  the  10-year  credit  period.) 
Additions  to  qwdified  basis 
The  qualified  basis  of  a  building  may  be 
increased  subsequent  to  the  initial  determi- 
nation only  by  reason  of  an  increase  in  the 
number  of  low-income  units  or  in  the  floor 
space  of  the  low-income  units.  Credits 
claimed  on  such  additional  qualified  basis 
are  determined  using  a  credit  percentage 
equal  to  two-thirds  of  the  applicable  credit 
percentage  allowable  for  the  initial  qualified 
basis  and  must  receive  an  allocation  of 
credit  authority  as  described  below  (see  the 
discussion  on  the  State  low-income  housing 
credit  authority  limitation).  Unlike  credits 
claimed  on  the  initial  qualified  basis,  credits 
claimed  on  additions  to  qualified  basis  are 
allowable  annually  for  the  remainder  of  the 
required  15-year  compliance  period,  regard- 
less of  the  year  such  additional  qualified 
basis  is  determined.  The  additional  basis  is 
determined  by  reference  to  the  original  ad- 
justed basis  (before  deductions  for  deprecia- 
tion) of  the  property. 

The  credit  amoimt  on  the  additional 
qualified  basis  is  adjusted  in  the  first  year 
such  additions  are  made  using  an  averaging 
convention  to  reflect  the  number  of  months 
units  comprising  the  additional  qualified 
basis  were  occupied  by  low-income  individ- 
uals during  the  year.  Any  reduction  of  the 
credit  amount  in  the  first  year  may  not  be 
claimed  in  a  later  year.  (This  first-year  ad- 
justment does  not  affect  the  amount  of  ad- 
ditional qualified  basis  with  respect  to 
which  the  credit  is  claimed  in  subsequent 
years  of  the  compliance  period.) 
Minimum  set-aside  requirement  for  low- 
income  individuals 
Residential  rental  projects  providing  low- 
income  housing  qualify  for  the  credit  only  if 
(1)  20  percent  or  more  of  the  aggregate  resi- 
dential rental  units  in  a  project  are  occupied 
by  individuals  with  incomes  of  50  percent  or 
less  of  area  median  income,  as  adjusted  for 
family  size,  or  (2)  40  percent  or  more  of  the 
aggregate  residential  rental  units  in  a 
project  are  occupied  by  individuals  with  in- 
comes of  60  percent  or  less  of  area  median 
income,  as  adjusted  for  family  size.' 

All  units  comprising  the  minimum  set- 
aside  in  a  project  must  be  suitable  for  occu- 
pancy, used  on  a  nontransient  basis,  and  are 
subject  to  the  limitation  on  gross  rent  (see 
the  discussion  of  the  gross  rent  limitation, 
lielow). 

The  owner  must  irrevocably  elect  the  min- 
imum set-aside  requirement  at  the  time  the 
project  is  placed  in  service.  The  set-aside  re- 
quirement must  be  met  within  12  months  of 
the  date  a  building  (or  rehabilitated  proper- 
ty) is  placed  in  service,  and  complied  with 
continuously  throughout  each  year  after 
first  meeting  the  requirement  for  a  period 
of  15  years  beginning  on  the  first  day  of  the 
first  taxable  year  in  which  the  credit  is 
claimed. 

Special  rules  apply  to  projects  consisting 
of  multiple  buildings  placed  in  service  on 
different  dates.  Unless  prescribed  by  regula- 
tions, the  initial  building,  within  12  months 
of  being  placed  in  service,  must  meet  the 
set-aside  requirement  determined  only  by 
reference  to  those  units  in  the  building. 
When  a  second  or  subsequent  building  is 


placed  in  service,  the  project  must  meet  the 
set-aside  requirement  with  respect  to  the 
units  in  all  buildings  placed-in-service  up  to 
that  time  within  12  months  of  the  date  the 
second  or  subsequent  building  is  placed  in 
service  and  comply  with  this  expanded  re- 
quirement continuously  after  first  meeting 
the  requirements  for  a  period  of  15  years  be- 
girming  on  the  later  of  (1)  the  first  day  of 
the  taxable  year  in  which  the  expanded  re- 
quirement is  met  or  (2)  if  a  credit  is  claimed 
with  respect  to  the  building,  the  first  day  of 
the  taxable  year  in  which  the  credit  period 
begins  with  such  building.^  Subsequent 
buildings  are  subject  to  separate  15-year 
compliance  periods.  After  the  15-year  period 
has  expired  on  an  initial  building,  but  while 
other  buildings  in  the  same  project  are  still 
subject  to  the  compliance  E>eriod,  the 
project  must  continue  to  meet  the  set-aside 
requirement  determined  by  reference  to  all 
buildings  in  the  project  or,  at  the  taxpayer's 
election,  all  buildings  subject  to  the  compli- 
ance period. 

The  determination  of  whether  a  tenant 
qualifies  for  purposes  of  the  low-income  set- 
aside  is  made  on  a  continuing  basis,  both 
with  regard  to  the  tenant's  income  and  the 
qualifying  area  income,  rather  than  only  on 
the  date  the  tenant  initially  occupies  the 
unit.  An  increase  in  a  tenant's  income  may, 
therefore,  result  in  a  unit  ceasing  to  qualify 
as  occupied  by  a  low-income  person.  Howev- 
er, a  qualified  low-income  tenant  is  treated 
as  continuing  to  be  such  notwithstanding  de 
minimis  increases  in  his  or  her  income. 
Under  this  rule,  a  tenant  qualifying  when 
initially  occupying  a  rental  unit  will  be 
treated  •  as  continuing  to  have  such  an 
income  provided  his  or  her  income  does  not 
increase  to  a  level  more  than  40  percent  in 
excess  of  the  maximum  qualifying  income, 
adjusted  for  family  size.  If  the  tenant's 
income  increases  to  a  level  more  than  40 
percent  above  the  otherwise  applicable  ceil- 
ing (or  if  the  tenant's  family  size  decreases 
so  that  a  lower  maximum  family  income  ap- 
plies to  the  tenant),  however,  that  tenant 
may  no  longer  be  counted  in  determining 
whether  the  project  satisfies  the  set-aside 
requirement.  (For  a  discussion  of  the  rules 
for  complying  with  the  set-aside  require- 
ments, see  the  discussion  of  the  complisince 
period  and  penalty  for  noncompliance, 
below.) 

A  special  rule  is  provided  for  projects  that 
elect  to  satisfy  a  stricter  set-aside  require- 
ment and  that  significantly  restrict  the 
rents  on  the  low-income  units  relative  to  the 
other  residential  units  in  the  building. 
Projects  qualify  for  this  rule  only  if,  as  part 
of  the  general  set-aside  requirement,  15  per- 
cent or  more  of  all  low-income  units  are  oc- 
cupied by  individuals  having  incomes  of  40 
percent  (rather  than  50  percent  or  60  per- 
cent) or  less  of  area  median  income,  and  the 
average  rent  charged  to  tenants  in  the  resi- 
dential rental  units  which  are  not  low- 
income  imits  is  at  least  300  percent  of  the 
average  rent  charged  to  low-income  tenants 
for  comparable  units.  Under  this  special 
rule,  (a)  a  low-income  tenant  will  continue 
to  qualify  as  such,  as  long  as  the  tenant's 
income  does  not  exceed  170  percent  of  the 
qualifying  income,  and  (b)  if  the  project 
ceases  to  comply  with  the  set-aside  require- 
ment because  of  increases  in  existing  ten- 
ants' incomes,  no  penalties  are  imposed  if 
each  available  low  income  unit  is  rented  to 


•This  requirement  is  referred  to  as  the 
mum  set-aside"  requirement. 
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'  Until  the  expanded  requirement  is  met.  the  set- 
aside  requirements  determined  by  reference  to  all 
previously  existing  buildings  must  be  continuously 
satisfied. 


tenants  having  incomes  of  40  percent  or  less 
of  area  median  income,  imtil  the  project  is 
again  in  compliance. 

As  stated  above,  the  conference  agree- 
ment requires  that  adjustments  for  family 
size  be  made  in  determining  the  incomes 
used  to  qualify  tenants  as  having  low 
income.  In  general,  these  adjustments  are 
the  same  as  the  adjustments  presently  made 
under  section  8  of  the  United  States  Hous- 
ing Act  of  1937.  Thus,  for  a  project  which 
qualifies  by  setting  aside  20  percent  of  the 
units  for  tenants  having  incomes  of  50  per- 
cent or  less  of  area  median  income,  a  family 
of  four  generally  will  be  treated  as  meeting 
this  standard  if  the  family  has  an  income  of 
50  percent  or  less  of  the  area  miedian 
income;  a  family  of  three  having  an  income 
of  45  percent  or  less  generally  will  qualify;  a 
family  of  two  having  an  income  of  40  per- 
cent or  less  generally  will  qualify;  and.  a 
single  individual  having  an  income  of  35 
percent  or  less  generally  will  qualify.  The 
conferees  are  aware  that,  in  certain  cases, 
the  use  of  section  8  guidelines  may  result  in 
qualifying  incomes  below  the  amounts  re- 
flected by  these  percentages  tiecause  of 
dollar  ceUings  that  are  applied  under  the 
section  8  program.  Income  limits  may  be  ad- 
justed by  the  Secretary  for  areas  with  un- 
usually low  family  income  or  high  housing 
costs  relative  to  family  income  in  a  manner 
consistent  with  determinations  of  very  low 
income  families  and  area  median  gross 
income  under  section  8  to  reflect  the  50-per- 
cent and  60-percent  income  levels. 

Vacant  units,  formerly  occupied  by  low- 
income  individuals,  may  continue  to  be 
treated  as  occupied  by  a  qualified  low- 
income  individual  for  purposes  of  the  set- 
aside  requirement  (as  well  as  for  determin- 
ing qualified  basis)  provided  reasonable  at- 
tempts are  made  to  rent  the  unit  and  no 
other  units  of  comparable  or  smaller  size  in 
the  project  are  rented  to  nonqualifying  indi- 
viduals (see  the  section  "Compliance  period 
and  penalty  for  noncompliance,"  below). 

In  no  case  is  a  unit  considered  to  be  occu- 
pied by  low-income  individuals  if  all  of  the 
occupants  of  such  unit  are  students  (as  de- 
termined under  sec.  151(c)(4)).  no  one  of 
whom  is  entitled  to  file  a  joint  income  tax 
return. 

Gross  rent  limitation 

The  gross  rent  paid  by  families  in  units  in- 
cluded in  qualified  basis  may  not  exceed  30 
percent  of  the  applicable  qualifying  income 
for  a  family  of  its  size.  Gross  rent  is  to  in- 
clude the  cost  of  any  utilities,  other  than 
telephone.  If  any  utilities  are  paid  directly 
by  the  tenant,  the  maximum  rent  that  may 
be  paid  by  the  tenant  is  to  be  reduced  by  a 
utility  allowance  prescribed  by  the  Secre- 
tary, after  taking  into  consideration  the 
procedures  under  section  8  of  the  United 
States  Housing  Act  of  1937. 

The  gross  rent  limitation  applies  only  to 
payments  made  directly  by  the  tenant.  Any 
rental  assistance  payments  made  on  behalf 
of  the  tenant,  such  as  through  section  8  of 
the  United  SUtes  Housing  Act  of  1937.  are 
not  included  in  gross  rent. 

Z/Otr-tnco77i«  unit 

A  low-income  unit  includes  any  unit  in  a 
qualified  low-income  building  if  the  individ- 
uals occupying  such  unit  meet  the  income 
limitation  elected  for  the  project  for  pur- 
poses of  the  minimum  set-aside  requirement 
and  if  the  unit  meets  the  gross  rent  require- 
ment, as  well  as  all  other  requirements  ap- 
plicable to  units  satisfying  the  minimum 
set-aside  requirement. 
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Qualified  loto-income  housing  projects  and 
Qualified  low-income  buildings 

A  qualified  low-Income  building  is  a  build- 
ing subject  to  the  15-year  compliance  period 
and  which  is  part  of  a  qualified  low-income 
housing  project. 

A  qualified  low-income  housing  project  is 
a  project  that  meets  the  minimum  set-aside 
requirement  and  other  requirements  with 
respect  to  the  set-aside  units  at  all  times 
that  buildings  comprising  the  project  are 
subject  to  the  15-year  compliance  period.  A 
qualified  low-income  housing  project  in- 
cludes a  qualified  low-income  building  con- 
taining residential  rental  units  and  other 
property  that  is  functionally  related  and 
subordinate  to  the  function  of  providing  res- 
idential rental  units.  A  project  may  include 
multiple  buildings  having  similarly  con- 
structed housing  units,  provided  the  build- 
ings are  located  on  the  same  tract  of  land, 
are  owned  by  the  same  person  for  Federal 
income  tax  puri>oses,  and  are  financed  pur- 
suant to  a  common  plan  of  financing. 

Residential  rental  units  must  be  for  use  by 
the  general  public  and  all  of  the  units  in  a 
project  must  be  used  on  a  nontransient 
basis.  Residential  rental  units  are  not  for 
use  by  the  general  public,  for  example,  if 
the  units  are  provided  only  for  members  of 
a  social  organization  or  provided  by  an  em- 
ployer for  its  employees.  Generally,  a  unit  is 
considered  to  be  used  on  a  nontransient 
basis  if  the  initial  lease  term  is  six  months 
or  greater.  Additionally,  no  hospital,  nurs- 
ing home,  sanitarium,  lifecare  facility,  re- 
tirement home,  or  trailer  park  may  be  a 
qualified  low-income  project. 

Unlike  the  requirements  for  units  in 
projects  financed  with  tax-exempt  bonds, 
certain  single  room  occupancy  housing  used 
on  a  nontransient  basis  may  qualify  for  the 
credit,  even  though  such  housing  may  pro- 
vide eating,  cooking,  and  sanitation  facilities 
on  a  shared  basis.  An  example  of  housing 
that  may  qualify  for  the  credit  is  a  residen- 
tial hotel  used  on  a  nontransient  basis  that 
is  available  to  all  members  of  the  public. 
The  residential  units  in  such  a  building  may 
share  bathrooms  and  have  a  common  dining 
area. 

Compliance  period  and  penalty  for  noncom- 
pliance 

Qualified  residential  rental  projects  must 
remain  as  rental  property  and  must  satisfy 
the  minimum  set-aside  requirement,  de- 
scribed above,  throughout  a  prescribed  com- 
pliance period.  Low-income  units  comprising 
the  qualified  basis  on  which  additional  cred- 
its are  based  are  required  to  comply  con- 
tinuously with  all  requirements  in  the  same 
manner  as  units  satisfying  the  minimum 
set-aside  requirements. 

Units  in  addition  to  those  meeting  the 
minimum  set-aside  requirement  on  which  a 
credit  is  allowable  also  must  continuously 
comply  with  the  income  requirement. 

The  conference  agreement  defines  the 
compliance  period  for  any  building  as  the 
period  beginning  on  the  first  day  of  the  first 
taxable  year  of  the  credit  period  of  such 
building  and  ending  15  years  from  such 
date.  The  minimum  set-aside  requirement 
must  be  met,  in  all  cases,  within  1  year  of 
the  date  the  building  (or  rehabilitated  prop- 
erty) is  placed  in  service. 

Within  90  days  of  the  end  of  the  first  tax- 
able year  for  which  the  credit  is  claimed  and 
for  each  taxable  year  thereafter  during  the 
compliance  period,  the  taxpayer  must  certi- 
fy to  the  Secretary  that  the  project  has  con- 
tinuously complied  throughout  the  year 
with  the  set-aside  requirement  and  report 
the  dollar  amount  of  the  qualified  basis  of 


the  building  and  the  maximum  applicable 
percentage  and  qualified  basis  permitted  to 
be  taken  into  account  by  the  housing  credit 
agency.  Additionally,  the  certification  must 
include  the  date  (including  the  taxable 
year)  in  which  the  building  was  placed  in 
service  and  any  other  information  required 
by  Treasury. 

The  penalty  for  any  building  subject  to 
the  15-year  compliance  period  failing  to 
remain  part  of  a  qualified  low-income 
project  (due,  for  example,  to  noncompliance 
with  the  minimum  set-aside  requirement  or 
the  gross  rent  requirement  or  other  require- 
ments with  respect  to  the  units  comprising 
the  set-aside)  is  recapture  of  the  accelerated 
portion  of  the  credit  for  all  prior  years. 

Generally,  any  change  in  ownership  of  a 
building  subject  to  the  compliance  period  is 
also  a  recapture  event.  An  exception  is  pro- 
vided if  the  seller  posts  a  bond  to  the  Secre- 
tary in  an  amount  satisfactory  to  the  Treas- 
ury, and  provided  it  can  reasonably  be  ex- 
pected that  such  building  will  continue  to 
be  operated  as  a  qualified  low-income  build- 
ing for  the  remainder  of  the  compliance 
period.  For  partnerships  consisting  of  more 
than  35  individual  taxpayers,  at  the  part- 
nership's election,  no  change  in  ownership 
will  be  deemed  to  occur  provided  within  a 
12-month  period  at  least  50  percent  (in 
value)  of  the  original  ownership  is  un- 
changed. 

In  the  year  of  a  recapture  event,  no  credit 
is  allowable  for  the  building.  Additionally, 
the  accelerated  portion  of  credits  paid  in 
earlier  years  is  recaptured  with  interest, 
from  the  date  the  recaptured  amount  was 
claimed,  at  the  overpayment  rate  estab- 
lished under  section  6621.  The  accelerated 
portion  of  the  credit  in  any  year  is  the 
amount  of  credits  determined  for  the  year, 
less  the  amount  which  would  have  been  de- 
termined for  the  year  if  all  credits  had  been 
allowed  ratably  over  the  compliance  period 
(with  no  further  discounting).  Because  cred- 
its on  the  initial  qualified  basis  of  a  building 
are  claimed  ratably  over  a  10-year  credit 
period  rather  than  the  15-year  compliance 
p>eriod.  the  amount  of  credit  recaptured  for 
noncompliance  during  the  first  11  years  is 
one-third  of  the  credit  determined  for  the 
year,  plus  interest.  Because  credits  claimed 
on  additions  to  qualified  basis  are  paid  rat- 
ably over  the  remainder  of  the  compliance 
period  (the  credit  percentage  is  two-thirds 
of  the  otherwise  applicable  percentage), 
there  is  no  accelerated  portion  of  credits  at- 
tributable to  additions  to  qualified  basis.  In 
the  absence  of  additions  to  qualified  basis 
and  previous  recapture  events,  the  credits 
are  recaptured  in  the  following  amounts  (in 
addition  to  interest):  one-third  for  violations 
after  year  1  and  before  expiration  of  year 
11;  four-fifteenths  for  violations  after  year 
11  but  before  expiration  of  year  12;  three- 
fifteenths  for  violations  after  year  12  but 
before  expiration  of  year  13;  two-fifteenths 
for  violations  after  year  13  but  before  expi- 
ration of  year  14;  and  one-fifteenth  for  vio- 
lations after  year  14  but  before  expiration 
of  year  15. 

The  penalty  for  a  decrease  in  the  qualified 
basis  of  a  building,  while  still  remaining 
part  of  a  qualified  low-income  project,  is  re- 
capture of  the  credits  with  respect  to  the  ac- 
celerated amount  claimed  for  all  previous 
years  on  the  amount  of  the  reduction  in 
qualified  basis. 

Owners  and  operators  of  low-income  hous- 
ing projects  on  which  a  credit  has  been 
claimed  must  correct  any  noncompliance 
with  the  set-aside  requirement  or  with  a  re- 
duction in  qualified  basis  within  a  reasona- 


ble period  after  the  noncompliance  is  discov- 
ered or  reasonably  should  have  been  discov- 
ered. If  any  noncompliance  is  corrected 
within  a  reasonable  period,  there  is  no  re- 
capture. The  conferees  do  not  intend,  how- 
ever, that  tenants  be  evicted  to  return  a 
project  to  compliance.  Rather,  the  conferees 
intend  that  each  residential  rental  unit  of 
comparable  or  smaller  size  that  becomes 
vacant  while  a  project  is  not  in  compliance 
must  be  rented  to  a  tenant  having  a  qualify- 
ing income  before  any  units  in  the  project 
are  rented-to  tenants  not  so  qualifying  until 
the  project  again  is  in  compliance.  In  gener- 
al, therefore,  the  event  that  gives  rise  to  the 
penalty  for  noncompliance  (i.e..  recapture 
or  a  reduction  in  the  allowable  credit)  will 
be  rental  of  a  unit  to  other  than  a  low- 
income  tenant  (on  other  than  a  temporary 
basis)  during  any  period  when  the  project 
does  not  comply  with  the  set-aside  require- 
ment or  with  the  qualified  basis  amounts  on 
which  the  credit  is  computed  (or  would  not 
qualify  as  a  result  of  that  rental). 

An  example  of  how  the  recapture  provi- 
sions operate  follows: 

Example.—  Assume  credits  are  claimed  for 
a  project  based  on  a  qualified  basis  of  30 
percent  of  the  basis  of  the  project  being  al- 
locable to  units  occupied  by  individuals  with 
incomes  of  50  percent  or  less  of  area  median 
income  and.  at  a  later  date,  a  qualified  basis 
of  only  25  percent  of  the  basis  of  the  project 
is  allocable  to  units  occupied  by  individuals 
with  incomes  of  50  percent  or  less  of  median 
income  due  to  vacancies  filled  by  tenants 
with  nonqualifying  incomes.  Because  the 
minimum  set-aside  requirement  is  not  vio- 
lated, recapture  occurs  only  on  the  acceler- 
ated portion  of  the  credit  amounts  allocable 
to  the  5-percent  basis  of  the  project  no 
longer  eligible  for  the  credit. 

If  the  maximum  credit  for  which  a  project 
is  eligible  increases  and  subsequently  de- 
creases, a  last-in.  first-out  rule  is  applied  in 
determining  which  credits  are  recaptured. 
For  example,  consider  a  building  that  ini- 
tially claimed  a  credit  based  on  a  qualified 
basis  of  25  percent  of  the  basis  of  the  build- 
ing allocable  to  units  occupied  by  individ- 
uals with  incomes  of  50  percent  or  less  of 
area  median  income,  and  in  year  3  began  re- 
ceiving a  credit  based  on  an  additional  10 
percent  of  the  basis  of  the  building  (i.e.,  a 
total  of  35  percent).  The  credit  amount  on 
the  additions  to  qualified  basis  is  computed 
by  reference  to  two-thirds  of  the  credit  per- 
centage. If  in  year  5  only  30  percent  of  the 
basis  of  the  building  qualifies,  there  is  no  re- 
capture of  previous  years'  credits  because 
there  is  no  accelerated  portion  of  the  credit 
amounts  attributable  to  the  5  percent  of  the 
additions  to  qualified  basis  claimed  since 
year  3. 

A  reduction  in  qualified  basis  by  reason  of 
a  casualty  loss  shall  not  be  a  recapture 
event  provided  such  property  is  restored  by 
reconstruction  or  replacement  within  a  rea- 
sonable period. 

State  low-income  housing  credit  authority 
limitation 
Generally,  any  building  eligible  for  the 
credit  not  financed  with  the  proceeds  of  tax- 
exempt  bonds,  which  received  an  allocation 
pursuant  to  the  new  private  activity  bond 
volume  limitation,  must  receive  an  alloca- 
tion of  credit  authority  from  the  State  or 
local  credit  agency  in  whose  Jurisdiction  the 
qualifying  low-income  housing  project  is  lo- 
cated. The  aggregate  amount  of  such  credits 
allocated  within  the  State  is  limited  by  the 
State  annual  low-income  credit  authority 
limitation.  Credit  allocations  are  counted 
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agtdnst  a  State's  annual  credit  authority 
limitation  for  the  calendar  year  in  which 
the  credits  are  allocated.  Credits  may  not  be 
allocated  before  the  calendar  year  in  which 
the  building  is  placed  in  service.  The  credit 
amount  allocated  to  a  building  applies  for 
the  year  the  allocation  is  made  and  all 
future  years  of  the  compliance  period. 
Allowable  credit  authority 
General  rules.—  The  aimual  credit  author- 
ity limitation  for  each  State  is  equal  to  $1.25 
for  every  individual  who  is  a  resident  of  the 
State  (as  determined  by  the  most  recent  es- 
timate of  the  State's  population  released  by 
the  Bureau  of  the  Census  before  the  begin- 
ning of  the  year  to  which  the  limitation  ap- 
plies). For  purposes  of  the  credit  authority 
limitation,  the  District  of  Columbia  and 
U.S.  possessions  (e.g.,  Puerto  Rico,  the 
Virgin  Islands,  Guam,  and  American 
Samoa)  are  treated  as  a  State. 

Special  set-aside  for  qualified  nonprofit 
organizations.—  A  portion  of  each  State's 
credit  authority  limitation  is  set  aside  for 
exclusive  use  by  qualified  nonprofit  organi- 
zations. This  set-aside  is  equal  to  $0,125  per 
resident  of  the  State.  This  set-aside  amount 
may  not  be  changed  by  State  action,  either 
legislative  or  gubernatorial.  In  addition  to 
the  special  set-aside,  qualified  nonprofit  or- 
ganizations may  be  allocated  any  additional 
amount  of  a  State's  remaining  credit  au- 
thority. 

To  qualify  for  allocations  from  this  set- 
aside,  an  organization  must  be  a  section 
501(c)(3)  or  501(c)(4)  organization,  one  of 
the  exempt  purposes  of  which  includes  the 
fostering  of  low-income  housing,  and  the 
qualifying  project  with  respect  to  which  the 
credits  are  allocated  must  be  one  in  which 
such  organization  materially  participates 
(within  the  meaning  of  the  passive  loss 
rule).  Among  the  operations  in  which  the 
organization  must  be  involved  in  on  a  regu- 
lar, continuous,  and  substantial  basis,  in  ad- 
dition to  the  continuing  operation  of  the 
project,  is  the  development  of  the  project. 
Credits  subject  to  the  credit  authority  lim- 
itation 
Generally,  credits  subject  to  the  State 
credit  authority  limitation  include  any  cred- 
its attributable  to  expenditures  not  financed 
with  tax-exempt  bonds  subject  to  the  new 
private  activity  bond  volume  limitation. 

In  the  case  of  a  building  financed  with  the 
proceeds  of  tax-exempt  bonds  subject  to  the 
bond  volimie  limitation,  if  70  percent  or 
more  of  the  aggregate  basis  of  the  building 
and  land  on  which  the  building  is  located  is 
financed  with  such  proceeds,  no  portion  of 
the  credits  attributable  to  such  building  is 
subject  to  the  credit  authority  limitation. 

If  less  than  70  percent  of  the  aggregate 
basis  of  the  building  and  land  on  which  the 
building  is  located  is  financed  with  tax- 
exempt  bonds  subject  to  the  bond  volume 
limitation,  only  credits  attributable  to  those 
bond-financed  expenditures  are  not  subject 
to  the  credit  authority  limitation. 
Allocation  of  credit  authority  limitation 
among  the  State  and  other  qualified 
governmental  units  therein 
In  general. —Each  State's  credit  authority 
limitation  is  allocated  among  the  various 
govenunental  units  within  the  State  pursu- 
ant to  three  alternative  procedures. 

Under  the  first  procedure,  each  State's 
credit  authority  limitation  is  allocated  in  its 
entirety  to  the  State  housing  agency  until 
either  the  governor  or  the  legislature  makes 
a  different  allocation.  If  more  than  one 
such  agency  exists,  they  shall  be  treated  as 
one  agency.  In  the  absence  of  a  qualified 


State  agency,  no  allocation  may  occur  until 
provided  by  either  the  governor  or  the  legis- 
lature. 

Under  the  second  procedure,  the  governor 
of  each  State  is  provided  authority  to  allo- 
cate the  State's  credit  authority  limitation 
among  all  of  the  governmental  units  and 
other  issuing  authorities.  This  authority 
and  any  allocation  rules  established  by  the 
governor  terminate  as  of  the  effective  date 
of  any  overriding  State  legislation. 

Under  the  third  procedure,  the  State  leg- 
islature may  enact  a  law  providing  for  a  dif- 
ferent allocation  than  that  provided  under 
the  first  or  second  procedures.  Under  this 
authority,  the  State  legislature  may  allocate 
all  or  any  portion  of  the  State  limitation  to 
any  governmental  unit  or  other  issuing  au- 
thority in  the  State. 

The  conferees  intend  that  any  allocation 
procedure  established  by  the  governor  or 
State  legislature  give  balanced  consideration 
to  the  low-income  housing  needs  of  the 
entire  State. 

The  conferees  wish  to  clarify  that  guber- 
natorial proclamations  issued  before  the 
date  of  enactment  of  the  conference  agree- 
ment or  State  legislation  enacted  before 
that  date  is  recognized  for  purposes  of  allo- 
cating the  credit  authority  limitations,  pro- 
vided that  the  proclamation  or  legislation 
refers  to  the  low-income  housing  tax  credit 
authority  limitation. 

The  conferees  intend  that  a  State  be  per- 
mitted to  allocate  available  credit  authority 
to  a  local  issuer  until  a  specified  date  during 
each  year  (e.g.,  November  1)  at  which  time 
the  authority,  if  unused,  may  revert  to  the 
State  for  reallocation.  Similarly,  a  State 
statute  may  provide  discretionary  authority 
to  a  public  official  (e.g.,  the  governor)  to  al- 
locate the  SUte's  credit  authority  limita- 
tion. Because  the  credit  authority  limitation 
is  an  annual  amount,  however,  any  author- 
ity that  has  not  been  used  for  credits  issued 
before  the  end  of  the  calendar  year  expires. 
Special  rule  for  constitutional  home  rule 
subdivisions.— The  conference  agreement 
provides  a  special  allocation  rule  for  certain 
political  subdivisions  with  home  rule  powers 
imder  a  State  constitution  (Illinois).  The 
home  rule  subdivisions  to  which  the  special 
allocation  rule  applies  are  those  home  rule 
subdivisions  that  are  granted  home  rule 
powers  by  the  begirming  of  the  calendar 
year  in  which  the  credits  are  issued  pursu- 
ant to  a  State  constitution  that  was  adopted 
in  1970  and  became  effective  on  July  1. 
1971.  In  that  SUte.  a  full  portion  of  the 
State  credit  authority  limitation  is  allocated 
to  each  home  rule  subdivision  based  upon 
the  ratio  that  the  population  of  that  home 
rule  subdivision  bears  to  the  population  of 
the  entire  SUte.  As  is  true  of  the  other 
credit  authority  limitation  determinations, 
this  allocation  is  made  using  the  most 
recent  population  estimate  from  the  Bureau 
of  the  Census  released  before  the  beginning 
of  the  calendar  year  to  which  the  credits 
relate.  The  amount  so  allocated  to  home 
rule  subdivisions  may  not  be  aJtered  by  the 
power  to  provide  a  different  allocation  oth- 
erwise granted  by  the  conference  agreement 
to  the  governor  or  the  State  legislature. 
However,  a  home  rule  subdivision  may  agree 
to  a  different  aUocation. 

The  portion  of  a  State's  credit  authority 
limitation  not  allocated  to  constitutional 
home  rule  cities  then  is  allocated  under  es- 
sentially the  same  three  procedures  de- 
scribed in  the  previous  section.  Thus,  under 
the  first  procedure,  the  remaining  State 
credit  authority  limitation  is  allocated  to 
the  State  housing  agency.  Under  the  second 


and  third  procedures  described  above,  the 
governor  or  the  State  legislature  may  allo- 
cate the  State  limitation  other  than  that  al- 
located to  home  rule  subdivisions  to  any 
govenmiental  units  (including  home  rule 
subdivisions),  but  they  may  not  so  allocate  - 
any  amounts  specially  allocated  to  the 
home  rule  subdivisions. 

For  purposes  of  the  rules  on  State  action 
establishing  allocation  rules  for  the  credit 
authority  limitation,  a  mayor  of  a  constitu- 
tional home  rule  city  is  treated  as  a  gover- 
nor, and  a  city  coimcil  is  treated  as  a  State 
legislature. 

Constitutional  home  rule  cities  are  treated 
as  States  for  purposes  of  the  credit  author- 
ity limitation  set-aside  for  qualified  non- 
profit organizations.  Pursuant  to  their  gen- 
eral authority  to  alter  credit  allocation,  de- 
scribed above,  these  cities- may  agree  with 
the  State  in  which  they  are  located  to  ex- 
change authority  to  allocate  credits  for 
qualified  nonprofit  organizations  for  au- 
thority to  allocate  credits  for  other  projects. 
AUocation  of  set-aside  amount  for  quali-' 
fied  nonprofit  organi2ations.—PiB  described 
above,  a  portion  of  each  State's  credit  au- 
thority limitation  is  set  aside  exclusively  for 
projects  of  qualified  nonprofit  organiza- 
tions. Although  the  overall  amount  of  credit 
authority  set  aside  for  these  credits  may  not 
be  reduced  by  any  State  action,  a  State  may 
enact  a  statute  determining  which  credit  au- 
thorities in  the  State  may  authorize  these 
credits  and  may  allocate  the  entire  set-aside 
amount  to  those  authorities.  Similarly, 
before  any  legislation,  a  governor  may  de- 
termine which  authorities  may  allocate 
credits  under  the  set-aside.  The  amount  of 
the  remaining  credit  authority  limitation  al- 
located to  all  other  authorities  must,  of 
course,  be  adjusted  to  take  into  account  any 
reallocation  of  the  set-aside  amount. 

Determination   of  credit  amount   aUoca- 
tion 

A  building  must  receive  low-income  credit 
authority  allocated  to  it  for  the  calendar 
year  which  includes  the  last  day  of  the  first 
year  of  the  credit  period.  Authority  must  be 
received  from  the  credit  agency  in  whose  ju- 
risdiction the  qualifying  low-income  build- 
ing is  located.  The  credit  agency's  remaining 
authority  is  reduced  by  the  credit  percent- 
age multiplied  by  the  amount  of  qualified 
basis  granted  by  the  credit  agency  for  the 
building.  The  credit  agency  may  grant  a 
smaller  credit  percentage  and  a  smaller 
qualified  basis  amount  at  the  time  the  allo- 
cation is  made  than  the  maximum  percent- 
age and  amount  that  would  otherwise  be  al- 
lowed. The  conferees  intend  that  the  credit 
agencies  reduce  the  maximum  available 
credit  percentage  when  the  financing  and 
rental  assistance  for  a  project  from  all 
sources  is  sufficient  to  provide  the  continu- 
ing operation  of  the  qualifying  low-income 
building  without  the  maximum  credit. 

A  credit  agency's  credit  limiution  author- 
ity is  reduced  by  the  maximum  amount  of 
credit  granted,  whether  or  not  the  property 
ultimately  is  eUgible  for  this  maximum 
amount,  and  without  regard  to  the  averag- 
ing convention  used  in  the  first  year  of  the 
credit  period. 

If  a  building  is  granted  more  credits  than 
would  be  claimed  in  the  first  year  of  the 
credit  period,  without  regard  to  the  averag- 
ing convention,  such  amounts  are  not  re- 
stored to  the  credit  agency's  authority. 
Such  amounts  may,  however,  be  used  in  a 
later  year  by  the  owner  of  the  building  to 
the  extent  the  credit  determined  with  re- 
spect to  the  building  is  increased  as  a  result 
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of  additions  to  qualified  basis  (but  not 
beyond  the  amount  allocated  by  the  agency, 
and  without  regard  to  the  reduced  percent- 
age applicable  to  such  additions).  (Also,  see 
the  discussion  on  additions  to  qualified 
basis,  above.) 

Example  1.—  Assume  in  calendar  year 
1M7  a  newly  constructed  building  is  placed 
in  service  and  that  the  building's  qualified 
basis,  before  consideration  of  the  credit  au- 
thority limitation,  is  determined  to  be 
$100,000  in  that  year.  The  credit  agency 
may  allocate  any  amount  of  qualified  basis 
to  the  building,  but  the  taxpayer  may  treat 
as  his  qualified  basis  only  the  lesser  of  (1) 
the  qualified  basis  of  the  building,  before 
consideration  of  the  credit  authority  limita- 
tion, or  (2)  the  qualified  basis  allocated  to 
the  building  by  the  credit  agency.  If  the 
credit  agency  allocated  $100,000  of  qualified 
basis  and  the  maximum  9  percent  credit 
percentage  to  the  building,  the  agency's  re- 
maining 1987  credit  authority  would  be  re- 
duced by  $9,000. 

Example  2.—  Assume  $120,000  in  qualified 
basis  and  a  credit  percentage  of  9  percent 
were  initially  authorized  by  a  credit  agency 
in  1987  for  a  qualified  low-income  building 
and  that  in  1987,  the  first  year  of  the  credit 
period,  the  building's  qualified  basis  was 
$100,000.  The  credit  agency's  remaining 
1987  credit  authority  is  reduced  by  $10,800. 
If  in  year  two  of  the  credit  period  the  quali- 
fied basis  of  the  building  increases  by  up  to 
$20,000  due  to  an  increase  in  the  number  of 
low-income  units,  additional  credits  may  be 
claimed  with  respect  to  this  addition  to 
qualified  basis  without  requiring  additional 
credit  authority  from  the  credit  agency.  The 
credit  percentage  applicable  to  the  addition- 
al qualified  basis  is  two-thirds  of  the  credit 
percentage  applicable  to  the  initial  qualified 
basis.  Credits  on  the  additions  to  qualified 
basis  may  be  claimed  over  the  remainder  of 
the  compliance  period. 

If  the  qualified  basis  of  a  building  is  great- 
er than  the  qualified  basis  granted  to  it  by 
the  credit  agency,  credits  may  not  be 
claimed  on  the  excess  portion,  unless  addi- 
tional low-income  housing  credits  are  allo- 
cated to  the  building  by  the  credit  agency. 
The  credit  authority  of  the  credit  agency  is 
reduced  for  the  calendar  year  of  the  alloca- 
tion. 

Generally,  no  carryover  authority  for 
unused  credit  authority  is  permitted.  A  lim- 
ited exception  is  provided  for  buildings 
placed  in  service  in  1990,  if  expenditures  of 
10  percent  or  more  of  total  project  costs  are 
incurred  before  January  1,  1989.  Credit  au- 
thority for  such  property  may  be  carried 
over  from  the  1989  credit  allocation  for  the 
credit  agency. 

Credit  agencies  are  permitted  to  assign 
future  credit  authority  for  years  before  the 
sunset  date  to  buildings  not  yet  placed  in 
service  by  inducement  resolutions  or  other 
means. 

Should  a  credit  agency  issue  more  credits 
than  its  credit  authority  limitation  provides, 
credits  will  be  denied  to  those  buildings  last 
allocated  credits  until  the  credit  authority 
limitation  is  not  exceeded. 

Credit  administration 

Credit  agencies  allocating  credits  may  not 
condition  allocation  of  credits  to  the  source 
of  financing  for  the  qualifying  low-income 
building.  The  conference  agreement  author- 
izes the  Treasury  Department  to  prescribe 
regulations  that  may  require  credit  recipi- 
ents to  pay  a  reasonable  fee  to  cover  admin- 
istrative expenses  of  the  credit  agency. 

Agencies  allocating  credits  must  file  re- 
ports with  the  Treasury  Department  con- 
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taining  (1)  the  maximum  applicable  pter- 
centage  and  qualified  basis  of  each  building. 
(2)  the  fees,  if  any.  charged  to  credit  recipi- 
ents. (3)  the  aggregate  amount  of  credits 
issued,  and  (4)  other  information  required 
by  Treasury.  The  time  and  manner  of  filing 
such  reports  and  other  information  required 
are  to  be  specified  by  the  Treasury  Depart- 
ment. 

Transferability 

A  new  owner  of  a  building  during  its  15- 
year  compliance  period  is  eligible  to  contin- 
ue to  receive  the  credit  as  if  the  new  owner 
were  the  original  owner,  using  the  same 
qualified  basis  and  credit  percentages  as 
used  by  the  original  owner.  Rehabilitation 
expenditures  on  such  property  may  qualify 
for  a  credit  in  the  same  manner  as  rehabili- 
tation expenditures  on  other  qualifying 
property.  The  accelerated  portion  of  credits 
claimed  in  previous  years  will  be  recaptured 
upon  a  transfer,  subject  to  the  election  of 
the  original  owner  to  post  a  bond.  All  dispo- 
sitions of  ownership  interests  in  buildings 
are  treated  as  transfers  for  purposes  of  re- 
capture, except  for  a  special  rule  for  certain 
partnerships.  (There  is  no  election  for  the 
new  owner  to  assume  the  recapture  liability 
for  prior  year  credits.) 
At-risk  limitation 

The  amount  of  the  credit  is  subject  to  an 
at-risk  limitation  similar  to  the  investment 
tax  credit  at-risk  rules  in  the  case  of  nonre- 
course financing.  An  exception  is  provided 
for  lenders  related  to  the  buyer  of  the  low- 
income  housing  property. 

Another  exception  is  provided  for  financ- 
ing (including  seller  financing)  not  in  excess 
of  60  percent  of  the  basis  of  the  property 
that  is  lent  by  charitable  and  social  welfare 
organizations  whose  exempt  purpose  in- 
cludes fostering  low-income  housing.  Fur- 
ther, if  the  rate  of  interest  for  any  financing 
qualifying  for  this  exception  is  below  the 
applicable  Federal  rate  at  the  time  the  fi- 
nancing is  incurred,  less  1  percentage  point, 
then  the  qualified  basis  to  which  such  fi- 
nancing relates  shall  be  reduced  to  reflect 
the  present  value  of  the  payments  of  princi- 
pal and  interest,  using  as  the  discount  rate 
such  applicable  Federal  rate.  The  credit  is 
recaptured  if  the  financing  provided  by  such 
organizations  is  not  repaid  with  interest  by 
the  end  of  the  15-year  credit  compliance 
period. 

Coordination  toith  other  provisions 

The  credit  is  subject  to  the  rules  of  the 
general  business  credit,  including  the  maxi- 
mum amount  of  income  tax  liability  that 
may  be  reduced  by  a  general  business  tax 
credit  in  any  year.  Unused  credits  for  any 
taxable  year  may  be  carried  back  to  each  of 
the  3  preceding  taxable  years  and  then  car- 
ried forward  to  each  of  the  15  following  tax- 
able years. 

For  purposes  of  the  rules  in  the  confer- 
ence agreement  limiting  passive  loss  deduc- 
tions, the  credit  (but  not  losses)  is  treated  as 
arising  from  rental  real  estate  activities  in 
which  the  taxpayer  actively  participates. 
Credits  may  be  used  to  offset  tax  on  up  to 
$25,000  of  nonpassive  income,  subject  to  a 
phaseout  between  $200,000  and  $250,000  of 
adjusted  gross  income  (disregarding  passive 
losses). 

The  basis  of  property  for  puriioses  of  de- 
preciation is  not  reduced  by  the  amount  of 
low-income  credits  claimed. 
Effective  date 

The  credit  is  effective  for  buildings  placed 
in  service  after  December  31,  1986,  other 
than  property  grandfathered  under  the  de- 
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preciation  rules,  and  before  January  1.  1990. 
A  building  placed  in  service  after  1989  is  eli- 
gible for  the  credit  if  expenditures  of  10  per- 
cent or  more  of  the  reasonably  expected 
cost  of  the  building  is  incurred  before  Janu- 
ary 1,  1989.  and  the  building  is  placed  in 
service  before  January  1,  1991.  Credit  au- 
thority for  such  property  placed  in  service 
in  1990  may  be  carried  over  from  the  1989 
volume  allocation  for  the  credit  agency. 

F.  Merchant  Marine  Capital  Construction  Fund 

Present  Law 

Under  the  Merchant  Marine  Act  of  1936. 
as  amended,  taxpayers  are  entitled  to 
deduct  certain  amounts  deposited  in  a  cap- 
ital construction  fimd.  Earnings  from  the 
investment  or  reinvestment  of  amounts  in  a 
capital  construction  fund  are  excluded  from 
income.  A  qualified  withdrawal,  one  which 
is  made  for  the  acquisition,  construction  or 
repair  of  a  qualified  vessel,  does  not  gener- 
ate income  to  the  taxpayer. 

A  nonqualified  withdrawal  generates 
income  to  the  taxpayer,  subject  to  Interest 
payable  from  the  time  the  amount  with- 
drawn was  reported. 

House  Bill 

The  rules  providing  special  tax  treatment 
for  capital  construction  funds  are  retained, 
but  modified  to  coordinate  the  application 
of  the  Internal  Revenue  Code  with  the  Mer- 
chant Marine  Act:  ( 1 )  the  maximum  rate  of 
tax  is  imposed  on  nonqualified  withdrawals; 
(2)  the  Secretaries  of  Transportation  and 
Commerce  are  required  to  make  reports  to 
the  Secretary  of  Treasury  regarding  monies 
in  funds;  (3)  a  taxpayer  whose  fund  balance 
exceeds  the  amount  appropriate  for  the 
vessel  construction  program  that  was  deter- 
mined when  the  fund  was  established  must 
develop  appropriate  program  objectives 
within  three  years  or  treat  the  excess  as  a 
nonqualified  withawal;  (4)  a  10-year  limit  is 
imposed  on  the  amount  of  time  monies  can 
remain  in  a  fund;  monies  not  withdrawn 
after  a  ten-year  period  are  treated  as  non- 
qualified withdrawals  according  to  a  sched- 
ule, beginning  with  20  percent  in  the  11th 
year  and  ending  with  100  percent  in  the 
15th  year. 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31,  1985. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill,  except  that  a  25-year  time  limit 
is  imposed  on  the  amount  of  time  monies 
can  remain  in  a  fund  without  being  with- 
drawn for  a  qualified  purpose.  The  amend- 
ments are  effective  for  taxable  years  begin- 
ning after  December  31. 1986. 

TITLE  III.  CAPITAL  GAINS  AND  LOSSES 
A.  Individual  Capital  Gains 

Present  Law 

An  individual  may  deduct  from  gross 
income  60  percent  of  net  capital  gain  (the 
excess  of  net  long-term  capital  gain  over 
any  net  short-term  capital  loss).  Since  the 
maximum  regular  individual  tax  rate  is  50 
percent,  the  deduction  means  that  net  cap- 
ital gain  is  Uxed  at  a  maximum  rate  of  20 
percent. 

Capital  losses  are  allowed  in  full  against 
capital  gain.  Capital  losses  are  also  allowed 
against  up  to  $3,000  of  ordinary  income; 
however,  only  one  half  of  the  excess  of  net 
long-term  capital  loss  over  net  short-term 
capital   gain  is  allowed  for  this  purpose. 
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Unused  capital  losses  may  be  carried  for- 
ward. 

House  Bill 

The  House  bill  provides  that  42  percent 
(50  percent  in  1986)  of  an  individual's  net 
capital  gain  is  deductible.  Since  the  highest 
regular  rate  for  the  individuals  under  the 
House  bill  is  38  percent,  the  highest  rate  ap- 
plicable to  such  net  capital  gain  is  22.04  per- 
cent. 

The  provision  applies  to  taxable  years  be- 
ginning after  December  31,  1985. 
Senate  Amendment 

The  Senate  amendment  repeals  the  cap- 
ital gains  deduction.'  The  maximum  rate  on 
long-term  capital  gains  of  individuals  (in- 
cluding all  long-term  capital  gains  recog- 
nized at  any  time  during  calendar  year  1987) 
will  not  exceed  the  maximum  individual 
rates  that  become  fully  effective  on  January 
1. 1988. 

These  provisions  do  not  change  the  char- 
acter of  gain  as  ordinary  or  capital,  or  as 
long-  or  short-term  capital  gain. 

Capital  losses  are  allowed  in  full  against 
capital  gain  as  under  present  law.  Capital 
losses  are  also  allowed  against  up  to  $3,000 
of  ordinary  income  and  the  excess  of  net 
long-term  capital  loss  over  net  short-term 
capital  gain  is  allowed  in  full  for  this  pur- 
pose. As  under  present  law,  capital  losses 
may  be  carried  forward. 

The  provision  applies  to  taxable  years  be- 
ginning after  December  31,  1986. 
Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment  with  a  conforming 
change  reflecting  the  change  in  the  maxi- 
mum individual  rates  under  the  conference 
agreement.  The  maximum  rate  on  long- 
term  capital  gain  in  1987  is  28  percent. 

The  current  statutory  structure  for  cap- 
ital gains  is  retained  in  the  Code  to  facili- 
tate reinstatement  of  a  capital  gains  rate 
differential  if  there  is  a  future  tax  rate  in- 
crease. 

B.  Corporate  Capital  Gains 
Present  Law 

An  alternative  tax  rate  of  28  percent  ap- 
plies to  a  corporation's  net  capital  gain  if 
the  tax  would  be  lower  than  the  tax  using 
the  regular  graduated  rates. 


'  The  Senate  amendment  includes  a  conforming 
amendment  to  Code  section  170(e)(l)<B).  relating 
to  certain  charitable  contributions  of  property. 
Under  present  law,  the  deduction  for  contributions 
by  individuals  of  unrelated-use  tangible  personal 
property,  or  of  any  appreciated  property  donated  to 
certain  private  nonoperating  (grant-making)  foun- 
dations, essentially  is  limited  to  the  donor's  basis  in 
the  property  plus  the  excludable  amount  of  any 
long-term  capital  gain  which  would  have  been  real- 
ized if  the  property  had  been  sold.  (The  deductible 
amount  for  such  contributions  by  corporations  also 
is  limited.)  In  conformity  to  the  repeal  of  the  cap- 
ital gains  exclusion  for  individuals,  the  Senate 
amendment  essentially  limits  the  deductible 
amount  of  such  contributior\s  by  individuals  to  the 
donor's  basis  in  the  property.  (A  related  change  is 
made  to  the  deductible  amount  of  such  contribu- 
tions by  corporations.)  No  change  is  made  to  the  re- 
duction rule  in  section  no<e)(l)(A)  for  contribu- 
tions of  ordinary-income  property  or  to  the  excep- 
tion to  the  reduction  rule  in  section  170(e)(5)  for 
contributions  of  qualified  appreciated  stock  to  cer- 
tain private  foundations.  Under  the  Senate  amend- 
ment (as  under  present  law),  the  amount  of  chari- 
table deduction  allowable  to  an  itemizer  for  a  dona- 
tion of  stock  to  a  public  charity  equals  (for  regular 
tax  purposes)  the  full  fair  market  value  of  the 
stock  at  the  time  of  the  donation  if  the  donor  has 
held  the  stock  for  more  than  six  months,  or  the 
donor's  basis  in  the  stock  if  the  donor  has  not  held 
the  stock  for  more  than  six  months  (Code  section 
170(e)). 


Capital  losses  are  allowed  in  full  against 
capital  gains  but  are  not  allowed  against  or- 
dinary income.  Capital  losses  may  generally 
be  carried  back  three  years  and  forward  five 
years. 

House  Bill 

The  House  bill  makes  the  alternative  tax 
inapplicable  to  taxable  years  for  which  the 
new  corporate  tax  rates  are  fully  effective 
(i.e.,  taxable  years  beginning  on  or  after 
July  1,  1986).  Thtis,  corporate  net  capital 
gain  for  such  years  is  taxed  at  regular  cor- 
porate rates  (i.e.,  generally  a  maximum  of 
36  percent  imder  the  House  bill).  For  tax- 
able years  before  the  new  rates  are  fully  ef- 
fective, the  tax  rate  on  gain  property  taken 
into  account  under  the  taxpayer's  methcxl 
of  accounting  after  December  31,  1985  is  36 
percent. 

There  is  no  change  in  the  capital  loss  pro- 
visions. 

The  change  in  the  alternative  tax  for  cor- 
porate capital  gain  applies  to  gain  properly 
taken  into  accoimt  under  the  taxpayer's 
method  of  accounting  on  or  after  January  1, 
1986,  unless  pursuant  to  a  sale  that  was 
made  on  or  before  September  25,  1985,  or 
that  was  pursuant  to  a  written  binding  con- 
tract in  effect  on  that  date. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  House  bill  with  conforming 
changes  reflecting  the  change  in  the  new 
top  corporate  rate  imder  the  conference 
agreement  (34  percent  rather  than  36  per- 
cent). The  provisions  are  effective  for  gain 
properly  taken  into  account  under  the  tax- 
payer's method  of  accounting  on  or  after 
January  1,  1987,  without  regard  to  whether 
the  gain  is  pursuant  to  a  written  binding 
contract  in  effect  at  any  earlier  time. 

The  current  statutory  structure  for  cap- 
ital gains  is  retained  in  the  Code  to  facili- 
tate reinstatement  of  a  capital  gains  rate 
differential  if  there  is  a  future  tax  rate  in- 
crease. 

C.  Incentive  Stock  Options 
Present  Law 

An  employee  is  not  taxed  on  the  exercise 
of  an  incentive  stock  option  and  is  entitled 
to  capital  gains  treatment  when  the  stock  is 
sold.  No  deduction  is  taken  by  the  employer 
when  the  option  is  granted  or  exercised. 

In  order  for  options  to  qualify  as  incentive 
stock  options,  among  other  requirements, 
the  options  must  be  exercisable  in  the  order 
they  are  granted.  Also,  the  employer  may 
not  in  any  one  year  grant  the  employee 
such  options  to  acquire  stock  with  a  value 
(at  the  time  the  option  is  granted)  of  more 
than  $100,000  (increased  by  certain  carry- 
over amounts). 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  repeals  the  re- 
quirement that  the  incentive  stock  options 
be  exercisable  in  the  order  granted. 

The  amendment  also  modifies  the 
$100,000  limitation  so  that  an  employer  may 
not.  in  the  aggregate,  grant  an  employee  in- 
centive stock  options  that  are  first  exercis- 
able during  any  one  calendar  year  to  the 
extent  the  aggregate  fair  market  value  of 
the  stock  (determined  at  the  time  the  op- 
tions are  granted)  exceeds  $100,000. 

The  provision  applies  to  options  issued 
after  1986. 


Conference  Agreement 
The   conference   agreement    follows   the 
Senate  amendment. 

D.  Straddlea 

1.  Mark-to-Market  Syctem 

Present  Law 
Section  1256  contracts  (regulated  futures 
contracts,  certain  listed  options,  and  for- 
ward contracts  traded  in  the  interbank 
market)  are  marked  to  market  at  the  close 
of  the  taxable  year,  with  gain  taxed  as  60 
percent  long-term  and  40  percent  short- 
term  for  a  maximum  tax  rate  of  32  percent. 
The  mark-to-market  rules  do  not  generally 
apply  to  hedging  transactions,  except  in  the 
case  of  certain  syndicates. 

House  BiU 

No  provision. 

Senate  Amendment 

The  Senate  amendment  provides  that 
gains  under  the  mark-to-market  regime  are 
taxed  as  100  percent  short-term  capital 
gains,  for  a  maximiun  tax  rate  equal  to  the 
top  individual  rate. 

The  provision  applies  to  positions  estab- 
lished after  December  31, 1986. 

Conference  Agreement 
The  conference  agreement  does  not  in- 
clude the  Senate  amendment.  Thus,  the  60/ 
40  tax  regime  for  section  1256  contracts  is 
retained. 

2.  Year-End  Rule  for  Qualified  Covered  CalU 

Present  Law 
A  loss-deferral  rule  applies  to  a  straddle 
consisting  of  stock  offset  by  an  option,  sub- 
ject to  an  exception  for  qualified  covered 
call  options.  However,  the  qualified  covered 
call  exception  is  denied  to  a  taxpayer  who 
fails  to  hold  stock  for  30  days  after  the  re- 
lated call  option  is  disposed  of  at  a  loss, 
where  gain  on  sale  of  the  stock  is  included 
in  the  subsequent  year. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  denies  the  quali- 
fied covered  call  exception,  and  the  loss-de- 
ferral rule  is  thus  applied,  to  cases  in  which 
it  is  the  stock  that  is  sold  at  a  loss,  and  the 
related  option  that  is  not  held  for  30  days 
thereafter  and  the  gain  on  which  is  included 
in  the  subsequent  year. 

The  provision  applies  to  positions  estab- 
lished after  December  31. 1986. 

Conference  Agreement 
The   conference   agreement   follows   the 
Senate  amendment. 

3.  Hed^ng  Exception 

Present  Law 
Except  in  the  case  of  certain  syndicates, 
hedging    trsjisactions    are   not   subject    to 
either  the  mark-to-market  rules  or  the  year- 
end  loss  deferral  rules. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  repeals  the  excep- 
tions from  the  mtu-k-to-market  and  loss-de- 
ferral rules  for  certain  hedging  transactions 
for  dealers,  except  for  dealers  in  agricultur- 
al or  horticultural  commodities  (other  than 
trees  which  bear  fruit  or  nuts). 

The  provision  applies  to  positions  estab- 
lished after  December  31. 1986. 
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Conference  Agreement 

The  conference  agreement  does  not  in- 
clude the  Senate  amendment. 

TITLE  IV.  AGRICULTURE.  TIMBER,  ENERGY, 
AND  NATURAL  RESOURCES 
A.  Agricultural  Pro*i«ion8 
1.  Special  Expenainc  Provisions 

a.  Soil  and  water  conserration  expenditures 
Present  Lav> 

Under  present  law,  a  taxpayer  may  elect 
to  deduct  certain  expenditures  made  for  the 
purpose  of  soil  or  water  conservation  that 
otherwise  would  be  required  to  be  capital- 
ized (Code  sec.  175).  Among  the  expendi- 
tures eligible  for  the  election  are  those  for 
grading,  terracing,  contour  furrowing,  con- 
struction of  drainage  ditches,  irrigation 
ditches,  dams  and  ponds,  and  planting  of 
windbreaks. 

The  annual  deduction  under  this  provi- 
sion is  limited  to  25  percent  of  the  taxpay- 
er's gross  Income  from  farming. 

House  Bill 

Soil  and  water  conservation  expenditures 
eligible  for  the  expensing  election  are  limit- 
ed to  those  consistent  with  a  conservation 
plan  approved  by  the  Soil  Conservation 
Service  of  the  Department  of  Agriculture 
or,  in  the  absence  of  such  a  plan,  a  plan  of  a 
comparable  State  conservation  agency.  Ex- 
penditures in  connection  with  draining  or 
filling  of  wetlands  or  preparing  land  for  in- 
stallation or  operation  of  a  center  pivot  irri- 
gation system  are  not  eligible  for  deduction 
under  this  provision. 

The  provision  applies  to  expenditures  in- 
curred after  December  31,  1985. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  it  is  effective  for  expendi- 
tures after  December  31, 1986. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  Senate  amendment,  effective 
for  expenditures  after  December  31,  1986. 
In  addition,  the  conferees  wish  to  clarify 
that  while  prior  approval  of  the  taxpayer's 
particular  project  by  the  Soil  Conservation 
Service  or  comparable  State  agency  is  not 
necessary  to  qualify  the  expenditure  under 
this  provision,  there  must  be  an  overall  plan 
for  the  taxpayer's  area  that  has  been  ap- 
proved by  such  an  agency  in  effect  at  any 
time  during  the  taxable  year. 

b.  Fcrtilixer  and  soil  conditioning  expendi- 
tures 

Present  Law 
A  taxpayer  engaged  in  the  trade  or  busi- 
ness of  farming  may  elect  to  expense 
amounts  otherwise  subject  to  the  capitaliza- 
tion rules  of  the  Code  that  are  paid  or  in- 
curred during  the  taxable  year  for  materials 
to  enrich,  neutralize,  or  condition  land  used 
in  fanning,  or  for  the  application  of  such 
materials  to  the  land  (sec.  180). 

House  Bill 
The  House  bill  repeals  the  provision  al- 
lowing a  current  deduction  for  fertilizer  and 
soil  conditioning  expenditures,  effective  for 
expenditures  incurred  after  December  31, 
1985. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The  conference  agreement  does  not  in- 
clude the  House  bill  provision.  Thus,  the 
special  election  to  deduct  fertilizer  and  soil 
conditioning  expenditures  is  retained. 


c.  Land  clearing  expenditures 

Present  Law 
A  taxpayer  engaged  in  the  business  of 
farming  may  elect  to  deduct  currently  land 
clearing  expenditures  incurred  for  the  pur- 
pose of  making  such  land  suitable  for  farm- 
ing (sec.  182).  For  any  taxable  year,  the  de- 
duction may  not  exceed  the  lesser  of  $5,000 
or  25  percent  of  the  taxable  income  derived 
by  the  taxpayer  from  farming. 

House  Bill 
The  House  bill  repeals  the  election  to  ex- 
pense land  clearing  expenditures,  effective 
for  expenditures  after  December  31.  1985. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference    agreement    follows    the 
House  bill  and  the  Senate  amendment,  ef- 
fective for  exi>enditures  after  December  31, 
1985. 

2.  Disposition  of  Converted  Wetlands  and  Highly 

Erodible  Croplands 

Present  Law 

Gain  realized  on  the  sale  or  other  disposi- 
tion of  a  capital  asset  is  subject  to  tax  at 
preferential  rates.  The  term  capital  asset 
does  not  include  depreciable  or  real  proper- 
ty used  in  a  taxpayer's  trade  or  business 
(sec.  1221(2)).  However,  gain  from  the  sale 
of  such  property  ( 'section  1231  assets")  may 
be  taxed  on  the  same  basis  as  gain  on  the 
sale  of  a  capital  asset  if  gains  on  all  sales  of 
section  1231  assets  during  a  taxable  year 
exceed  losses  on  sales  of  such  assets. 

If  losses  on  the  sale  or  exchange  of  section 
1231  assets  exceed  the  gains  from  such  sales 
or  exchanges,  the  net  loss  is  ordinary. 

House  Bill 
The  House  bill  provides  that  gain  on  the 
disposition  of  wetland  or  highly  erodible 
cropland  (as  defined  in  the  Pood  Security 
Act  of  1985)  converted  to  farming  use,  or 
used  for  farming  purposes  following  conver- 
sion, is  treated  as  ordinary  income.  Any  loss 
on  the  disposition  of  such  property  is  treat- 
ed as  a  long-term  capital  loss.  The  provision 
is  effective  for  dispositions  after  December 
31.  1985. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  effective  for  dispositions  of  land 
converted  to  farming  use  after  March   1, 
1986. 

Conference  Agreement 
The   conference   agreement   follows   the 
House  bill  and  the  Senate  amendment,  ef- 
fective for  dispositions  of  land  converted  to 
farming  use  after  March  1, 1986. 

3.  Preproductive  Period  Expenses  of  Farmers 

Present  Law 
In  general 

The  Code  and  regulations  provide  excep- 
tions from  the  otherwise  applicable  tax  ac- 
counting rules  for  certain  farmers.  For  ex- 
simple,  certain  farmers  may  elect  to  use  the 
cash  method  of  accounting  when  the  accru- 
al method  otherwise  would  be  required,  and 
may  use  simplified  inventory  methods  if  an 
accrual  method  is  adopted.  Most  farmers 
use  the  cash  method  of  accounting,  and 
therefore  do  not  maintain  inventories  or 
capitalize  preproductive  period  costs  (i.e., 
costs  incurred  prior  to  the  time  a  plant  or 
animal  t>ecomes  productive). 


September  18,  1986 

to  grove,   orchard,  and 


Expenses  relating 
vineyard  crops 

Costs  Incurred  In  planting,  cultivating, 
maintaining,  or  developing  citrus  or  almond 
groves  before  the  fourth  taxable  year  after 
planting  must  be  capitalized.  Fanning  syndi- 
cates must  capitalize  planting  and  mainte- 
nance costs  incurred  with  respect  to  other 
orchard,  grove,  or  vineyard  crops  until  pro- 
duction In  commercial  quantities  begins. 
However,  if  an  orchard,  grove,  or  vineyard  is 
lost  or  damaged  by  reason  of  freezing  tem- 
peratures, drought,  disease,  pests,  or  casual- 
ty, otherwise  deductible  replanting  and 
maintenance  costs  are  currently  deductible 
If  the  taxpayer  replants  on  the  same  proper- 
ty. 

House  Bill 
In  general 

The  House  bill  provides  that  farmers  are 
subject  to  the  uniform  capitalization  rules 
generally  applicable  to  producers  of  proper- 
ty (see  VIII.D.,  below)  if  the  plant  or  animal 
produced  has  a  preproductive  period  of 
more  than  two  years.  However,  certain 
farmers  (In  general,  those  not  required  to 
use  the  accrual  method  of  accounting  under 
present  law  and  those  not  part  of  a  farming 
syndicate)  may  elect  to  deduct  currently 
preproductive  period  costs.  Taxpayers 
making  this  election  must  recapture  these 
costs  as  ordinary  Income  on  disposition  of 
the  product,  and  must  use  the  nonincentive 
depreciation  system  provided  under  the 
House  bill  for  all  farm  assets  placed  In  serv- 
ice in  any  year  the  election  is  In  effect. 

The  provision  applies  to  costs  incurred 
after  December  31, 1985. 

Expenses  relating  to  grove,  orchard,  and 
vineyard  crops 

Replanting  and  maintenance  costs  in- 
curred following  loss  of  or  damage  to  an  or- 
chard, grove,  or  vineyard  used  in  the  pro- 
duction of  crops  for  human  consumption  by 
reason  of  freezing  temperatures,  etc.  are 
currently  deductible  even  though  replanting 
does  not  take  place  on  the  same  property. 
Thus,  costs  Incurred  at  a  different  location 
(within  the  United  States)  but  by  the  same 
taxpayer  may  qualify,  provided  they  do  not 
relate  to  acreage  In  excess  of  that  on  which 
the  loss  or  damage  occurred. 

The  provision  applies  to  costs  incurred 
after  December  31. 1985. 

Senate  Amendment 

In  general 

No  provision. 

Expenses  relating  to  grove,  orchard,  and 
vineyard  crops 

The  provision  allowing  a  deduction  for 
costs  Incurred  following  loss  or  damage  due 
to  freezing  temperatures,  etc.  Is  extended  to 
persons  other  than  the  person  who  owned 
the  grove,  orchard,  or  vineyard  at  the  time 
of  the  loss  or  damage,  provided  (1)  the  tax- 
payer who  owned  the  property  at  such  time 
retains  an  equity  Interest  of  more  than  50 
percent  In  the  property,  and  (2)  the  person 
claiming  the  deduction  owns  part  of  the  re- 
maining equity  Interest  and  materially  par- 
ticipates In  the  replanting,  cultivating, 
maintenance,  or  development  of  the  proper- 
ty. 

The  provision  is  effective  for  costs  in- 
curred after  date  of  enactment. 

Conference  Agreement 
In  general 

The  conference  agreement  follows  the 
House  bill  as  to  the  treatment  of  preproduc- 
tive period  costs  incurred  in  the  business  of 
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farming,  effective  for  costs  incurred  after 
December  31,  1986.  Farming  for  this  pur- 
pose includes  the  trade  or  business  of  oper- 
ating a  nursery  or  sod  farm  or  the  raising  or 
harvesting  of  trees  bearing  fruits,  nuts,  or 
other  crops;  it  does  not  include  the  raising, 
harvesting,  or  growing  of  timber  or  orna- 
mental evergreen  trees  that  are  more  than 
six  years  old  at  the  time  they  are  severed 
from  the  roots. 

Expenaea  relating  to  grove,  orchard,  and 
vineyard  crops 
The  conference  agreement  adopts  both 
the  House  bill  and  the  Senate  amendment 
provisions,  effective  for  costs  incurred  after 
date  of  enactment.  The  conferees  wish  to 
clarify  that  the  special  rule  for  preproduc- 
tive  period  expenses  following  loss  or 
damage  due  to  freezing  temperatures,  etc., 
is  intended  to  apply  only  In  the  case  of 
crops  that  are  normally  eaten  or  drunk  by 
humans.  Thus,  for  example,  jojoba  bean 
production  does  not  qualify  under  this  spe- 
cial exception. 

4.  Prepayments  of  Fanning  Expenses 
Present  Law 
Persons  engaged  in  the  trade  or  business 
of  farming  generally  are  permitted  to  use 
the  cash  method  of  accounting.  However,  a 
farming    syndicate    may    not    deduct    any 
amount  paid  for  feed,  seed,  or  other  similar 
supplies  prior  to  the  year  in  which  such  sup- 
plies are  used  or  consumed. 
House  BiU 
No  provision. 

Senate  Amendment 
In  general,  farmers  using  the  cash  method 
of  accounting  may  not  deduct  amounts  paid 
for  unconsumed  feed,  seed,  fertilizer,  or 
other  supplies  to  the  extent  they  exceed  50 
percent  of  the  expenses  incurred  in  the 
farming  business  (including  prepaid  ex- 
penses) during  the  taxable  year.  A  similar 
rule  applies  in  the  case  of  costs  incurred  for 
the  purchase  of  poultry.  The  provision  is  ef- 
fective for  prepayments  made  on  or  after 
March  1,  1986,  in  taxable  years  beginning 
after  that  date. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  except  that 
the  limitation  applies  to  prepayments  for 
supplies  to  the  extent  such  prepayments 
exceed  50  percent  of  total  deductible  farm- 
ing expenses  excluding  prepaid  supplies. 
The  provision  is  effective  for  prepayments 
paid  after  March  1,  1986,  in  taxable  years 
beginning  after  that  date. 
5.  Treatment  of  Plant  Variety  Protection  Certifi- 
cates as  Patents 

Present  Law 
A  sale  or  exchange  of  all  substantial 
rights  to  a  patent  by  the  Individual  whose 
efforts  created  the  patent  generally  pro- 
duces long-term  capital  gain  (sec.  1235). 
Treasury  Department  regulations  define  the 
term  "patent"  for  this  purpose  as  any 
patent  granted  under  title  35  of  the  United 
States  Code. 

The  Department  of  Agriculture  adminis- 
ters a  program  pursuant  to  the  Plant  Varie- 
ty Protection  Act  of  1970  that  extends  pro- 
tections to  developers  of  sexually  propagat- 
ed plant  varieties  similar  to  those  provided 
to  patent  holders. 

House  BiU 
Under  the  Hoxise  bill,  the  term  patent  for 
purposes  of  section  1235  includes  a  certifi- 
cate oi  plant  variety  protection  issued  under 
the  Plant  Variety  Protection  Act  of  1970. 


Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  does  not  in- 
clude the  House  bill  provision. 
6.    Recapture   Income   on   Installment   Sales   of 
Farm  Irrigation  Equipment 
Present  Law 

In  an  installment  sale  of  depreciable  real 
or  personal  property,  all  depreciation  recap- 
ture income  under  sections  1245  and  1250  is 
recognized  in  the  taxable  year  of  the  dispo- 
sition, whether  or  not  principal  payments 
are  received  in  that  year.  Any  gain  in  excess 
of  the  depreciation  recapture  income  is 
taken  into  account  under  the  installment 
method  (sec.  453). 

House  BiU 

No  provision. 

Senate  Amendment 

Under  the  Senate  amendment,  deprecia- 
tion recapture  income  resulting  from  an  in- 
stallment sale  of  equipment  used  to  irrigate 
farmland  is  recognized  under  the  rules  in 
effect  prior  to  the  Deficit  Reduction  Act  of 
1984.  Accordingly,  any  depreciation  recap- 
ture with  respect  to  such  equipment  is  rec- 
ognized when  gain  is  recognized  under  the 
installment  method. 

Conference  Agreement 

The  conference  agreement  does  not  in- 
clude the  Senate  amendment.  Thus,  depre- 
ciation is  recaptured  on  farm  irrigation 
equipment  in  the  year  of  the  installment 
sale. 

7.  Discharge  of  Indebtedness  Income  of  Certain 
Farmers 

Present  Law 

If  a  solvent  taxpayer  receives  income  from 
discharge  of  trade  or  business  indebtedness, 
the  taxpayer  may  exclude  the  income  if  an 
election  to  reduce  basis  in  depreciable  prop- 
erty is  made.  If  the  amount  of  the  indebted- 
ness forgiven  exceeds  the  taxpayer's  avail- 
able basis,  income  must  be  recognized  to  the 
extent  of  the  excess. 

If  an  Insolvent  taxpayer  has  discharge  of 
indebtedness  income,  the  taxpayer  may  ex- 
clude the  income  to  the  extent  of  insolven- 
cy. The  taxpayer's  tax  attributes  (e.g.,  net 
operating  loss  carryovers  and  investment 
credit  carryovers)  and  basis  in  property  are 
reduced  by  the  amount  of  the  excluded 
income.  However,  the  taxpayer's  aggregate 
basis  in  assets  may  not  be  reduced  below  the 
amount  of  the  taxpayer's  remaining  undis- 
charged liabilities.  If  the  discharge  of  in- 
debtedness income  exceeds  the  taxpayer's 
available  tax  attributes  and  basis,  tax  on  the 
excess  is  forgiven. 

House  BiU 

No  provision. 

Senate  Amendment 
Income  arising  from  discharge  of  indebt- 
edness owed  by  a  qualifying  farmer  to  an 
uru-elated  lender  is  treated  as  income  real- 
ized by  an  Insolvent  taxpayer,  if  the  debt 
was  incurred  in  the  trade  or  business  of 
farming  or  is  farm  business  debt  secured  by 
farmland  or  farm  equipment  used  in  such 
trade  or  business.  A  taxpayer  is  eligible  for 
this  relief  only  if  50  percent  or  more  of  his 
average  armual  gross  receipts  for  the  pre- 
ceding three  taxable  years  was  derived  from 
farming.  Thus,  discharge  of  indebtedness 
income  is  forgiven  after  reduction  of  tax  at- 
tributes and  basis  (including  basis  in  farm- 
land). The  provision  is  effective  for  dis- 
charges of  indebtedness  after  April  9,  1986. 


Conference  Agreement 
The   conference   agreement   follows   the 
Senate  amendment. 

B.  Timber  Provisions 

1.    Preproductive    Period    Expenses    of   Timber 
Growers 

Present  Law 

Under  present  law,  the  direct  costs  of  ac- 
quiring or  creating  standing  timber  must  be 
capitalized  and  recovered  through  depletion 
allowances  or  as  a  cost  of  timber  sold.  The 
cost  of  creating  timber  includes  amounts 
paid  for  seed  or  seedlings,  for  site  prepara- 
tion, for  planting  (including  the  cost  of 
tools,  labor,  and  depreciation  on  machinery 
and  equipment),  and  for  early  stand  estab- 
lishment.' Costs  incurred  for  management 
and  protection  after  stand  establishment 
(generally  one  or  two  years  after  planting) 
generally  are  deductible  currently.  Expenses 
in  this  category  include  labor  and  materials 
for  fire,  disease,  and  insect  control  and  for 
the  removal  of  unwanted  trees  and  brush. 

Under  present  liiw,  carrying  charges  such 
as  property  taxes,  interest,  costs  of  adminis- 
tration, and  costs  of  protecting  timber 
either  may  be  deducted  currently  or  added 
to  the  taxpayer's  basis  in  the  timber,  wheth- 
er the  property  is  productive  or  unproduc- 
tive." 

House  BiU 

The  House  bill  requires  that  the  costs  of 
producing  timber,  including  interest  costs, 
be  capitalized  in  accordance  with  the  uni- 
form capitalization  rules  (see  VIII.D.. 
below).  Generally,  costs  that  are  required  to 
be  capitalized  by  the  House  bill  are  to  be 
added  to  the  basis  of  the  timber  and  recov- 
ered either  through  depletion  deductions  as 
the  timber  is  cut  or  as  cost  of  timber  sold,  as 
is  the  case  under  present  law  for  the  dirept 
costs  of  acquiring  or  creating  standing 
timber.  The  House  bill  provides  special  tran- 
sition rules  for  preproductive  period  ex- 
penses attributable  to  timber  planted  before 
1986. 

The  House  bill  also  provides  an  election 
for  "qualified  small  timl)er  producers" 
(those  with  75,000  acres  of  timberland  or 
less)  to  amortize,  over  a  period  of  five  years, 
amounts  otherwise  required  to  be  capital- 
ized as  a  result  of  this  provision. 

The  provisions  of  the  House  bill  are  appli- 
cable to  costs  and  interest  paid  or  incurred 
after  December  31,  1985,  subject  to  a  five- 
year  phase-in  for  costs  attributable  to 
timber  planted  before  1986. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  does  not  in- 
clude the  provision  in  the  House  bill.  Thus, 
current  law  is  retained  with  regard  to  the 
treatment  of  the  preproductive  expenses  of 
growing  timber  (see  VIII.D.). 

2.  Reforestation  Expenses 

Present  Law 
Present  law  allows  taxpayers  to  elect  to 
amortize,  over  an  84-month  period,  up  to 
$10,000  of  reforestation  expenditiires  in- 
curred in  each  taxable  year.  A  10-percent 
tax  credit  is  available  for  those  expenditures 
qualifying  for  84-month  amortization. 


■  See,  Treas.  Reg.  sec.  1.611-3(»)  «nd  Rev.  Rul.  75- 
487.  1975-2  CS.  93. 

•See.  Treas.  Reg.  sec.  1.266-1  and  Rev.  Rul.  75- 
467,  1975-2  C.B.  93. 
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House  Bill 
The  House  bill  repeals  the  provisions  al- 
lowing reforestation  expenditures  to  be  am- 
ortized and  to  qualify  for  a  tax  credit,  effec- 
tive for  expenditures  incurred  after  Decem- 
ber 31.  1985. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  does  not  in- 
clude the  provision  in  the  House  bill.  Thus, 
current  law  is  retained  with  regard  to  the 
treatment  of  reforestation  expenses. 
3.  Capital  Gains  for  Timber 

Present  Law 

Income  received  on  account  of  a  retained 
economic  interest  in  timber  qualifies  for 
capital  gains  treatment,  if  the  timber  has 
been  held  for  more  than  six  months  before 
disposition.  The  owner  of  timber  (or  a  con- 
tract right  to  cut  timber)  may  elect  to  treat 
the  cutting  of  the  timber  as  a  sale  or  ex- 
change qualifying  for  long-term  capital 
gains  treatment,  even  though  the  timber  is 
sold  or  used  in  the  taxpayer's  trade  or  busi- 
ness. Once  such  an  election  is  made,  it  may 
be  revoked  only  with  the  permission  of  the 
Secretary  of  the  Treasury.  If  permission  to 
revoke  the  election  is  obtained,  a  new  elec- 
tion may  not  be  made  without  the  Secretary 
of  the  Treasury's  consent.  For  this  purpose, 
timber  includes  evergreen  trees  that  are 
more  than  six  years  old  at  the  time  severed 
from  the  roots  that  are  sold  for  ornamental 
purposes. 

House  Bill 

The  House  bill  generally  limits  the  avail- 
ability of  capital  gains  for  timber  disposed 
of  after  December  31,  1988,  to  natural  per- 
sons, estates,  and  trusts  where  all  of  the 
beneficiaries  are  natural  persons  and  es- 
tates. A  modified  corporate  capital  gains 
rate  is  provided  for  dispositions  by  corpo- 
rate taxpayers  after  December  31.  1985.  and 
before  January  1,  1989.  Dispositions  of 
timber  grown  on  Federal  lands  do  not  qual- 
ify for  capital  gains  treatment  after  Decem- 
ber 31,  1985.  The  House  bill  treats  ornamen- 
tal trees  as  agricultural  products  and  not  as 
timber  in  determining  whether  a  disposition 
qualifies  for  capital  gains  treatment. 
Senate  Amendment 

The  Senate  amendment  contains  no  spe- 
cific provision  relating  to  capital  gains  treat- 
ment of  timber.  However,  the  Senate 
amendment  generally  conforms  the  capital 
gains  rate  for  noncorporate  taxpayers  to  the 
ordinary  tax  rate,  effective  for  taxable  years 
beginning  after  December  31.  1986.  (See 
III.A.,  above.) 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment.  Pursuant  to  the  provi- 
sions of  the  conference  agreement  repealing 
preferential  rates  for  capital  gains  (see 
ni.A.  and  B..  above),  income  from  the  sale 
of  timber  is  subject  to  tax  at  ordinary 
income  rates. 

The  conference  agreement  also  provides 
that  any  election  to  treat  the  cutting  of 
timber  as  a  disposition  under  section  631(a) 
made  for  a  taxable  year  beginning  before 
January  1.  1987.  may  be  revoked  on  a  one- 
time basis  by  the  taxpayer  without  the  per- 
mission of  the  Secretary  of  the  Treasury. 
Any  revocation  of  an  election  made  in  ac- 
cordance with  this  provision  will  not  be  con- 
sidered in  determining  whether  a  future 
election  under  section  631(a)  by  the  taxpay- 
er is  allowed.  If  a  taxpayer  revokes  an  elec- 
tion without  consent  in  accordance  with 
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this  provision,  and  thereafter  makes  an  elec- 
tion under  section  631(a),  any  future  revoca- 
tions will  require  the  permission  of  the  Sec- 
retary of  the  Treasury. 

C.  Oil,  Gas  and  Geotlicrnwl  Properties 
1.  Intangible  Drilling  Costs 
a.  General  rule 

Present  Law 

Intangible  drilling  and  development  costs 
(IDCs)  generally  may  be  expensed  or  cap- 
italized at  the  election  of  the  operator  of  an 
oil,  gas,  or  geothermal  property. 

In  the  case  of  integrated  producers,  80 
percent  of  IDCs  may  be  expensed  and  the 
remaining  20  percent  must  be  amortized 
over  a  36-month  period  beginning  with  the 
month  the  costs  are  paid  or  incurred  (sec. 
291). 

Costs  with  respect  to  a  nonproductive  well 
("dry  hole")  may  be  deducted  currently  by 
any  taxpayer  in  the  year  the  dry  hole  is 
completed. 

House  Bill 

The  House  bill  retains  present  law,  includ- 
ing the  special  rules  for  integrated  produc- 
ers, with  respect  to  domestic  IDCs  incurred 
prior  to  commencement  of  the  installation 
of  the  production  string  of  casing  ("casing 
point"). 

IDCs  incurred  at,  or  subsequent  to,  the 
casing  point  are  amortized  over  a  26-month 
period,  beginning  in  the  month  paid  or  in- 
curred. (These  costs  are  not  subject  to  the 
20-percent  reduction  for  integrated  produc- 
ers.) 

As  under  present  law.  unrecovered  IDCs 
with  respect  to  a  dry  hole  can  be  deducted 
in  the  year  the  dry  hole  is  completed. 

This  provision  applies  to  costs  paid  or  in- 
curred after  December  31,  1985. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

Under  the  conference  agreement,  70  per- 
cent of  IDCs  of  integrated  producers  may  be 
expensed  and  the  remaining  30  percent  are 
to  be  amortized  ratably  over  a  60  month  (5- 
year)  period,  beginning  in  the  month  the 
costs  are  paid  or  incurred.  This  provision 
does  not  affect  the  option  to  expense  dry 
hole  costs  in  the  year  the  dry  hole  is  com- 
pleted. 

The  provision  applies  to  costs  paid  or  in- 
curred after  E)ecember  31. 1986. 

b.  Treatment  of  foreign  IDCs 
Present  Law 

IDCs  may  qualify  for  expensing  whether 
incurred  in  the  United  States  or  in  a  foreign 
country. 

House  Bill 

The  House  bill  provides  that  IDCs  in- 
curred outside  of  the  United  States  are  re- 
covered: (1)  over  a  10-year,  straight-line  am- 
ortization schedule,  or  (2)  at  the  election  of 
the  operator,  as  part  of  the  basis  for  cost  de- 
pletion. The  20-percent  reduction  in  inte- 
grated producer  IDCs  (under  sec.  291)  does 
not  apply  to  these  costs. 

This  provision  applies  to  costs  paid  or  in- 
curred after  December  31,  1985. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  provision  applies 
to  costs  paid  or  incurred  after  December  31, 
1986.  A  transitional  exception  is  provided 
with  respect  to  certain  licenses  for  North 
Sea  development  acquired  on  or  before  De- 
cember 31, 1985. 
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Conference  Agreement 
The   conference   agreement   follows   the 
Senate  amendment.  This  provision  does  not 
affect  the  option  to  deduct  dry  hole  costs  in 
the  year  the  dry  hole  is  completed. 

2.  Depletion  for  Oil.  Gas.  and  Geothermal  Proper- 
ties 

a.  General  rule 

Present  Law 

Under  present  law,  depletable  costs  with 
respect  to  oil  and  gas  properties  must  be  re- 
covered using  whichever  of  two  methods 
provides  the  higher  deduction:  cost  deple- 
tion or  percentage  depletion. 

Under  cost  depletion,  the  fraction  of  de- 
pletable costs  recovered  is  equal  to  the  ratio 
of  hydrocarbons  produced  during  the  tax- 
able year  to  total  remaining  reserves. 

Under  percentage  depletion.  15  percent  of 
the  taxpayer's  gross  income  is  allowed  as  a 
deduction  in  any  taxable  year,  not  to  exceed 
(1)  50  percent  of  net  income  for  the  proper- 
ty, or  (2)  65  percent  of  overall  taxable 
income. 

Percentage  depletion  for  oil  and  gas  prop- 
erties is  limited  to  independent  producers 
and  royalty  owners,  for  daily  production  of 
up  to  1.000  barrels  of  crude  oil  or  an  equiva- 
lent amount  of  natural  gas. 

Geothermal  properties  are  treated  similar- 
ly to  oil  and  gas  wells,  but  are  not  subject  to 
the  65  percent  or  1,000  barrels  per  day  limi- 
tations. 

House  Bill 

The  House  bill  phases  out  percentage  de- 
pletion for  oil,  gas.  and  geothermal  proper- 
ties over  a  3-year  period,  by  reducing  deple- 
tion rates  5  percentage  points  in  each  year. 
Percentage  depletion  is  retained  for  oil  and 
gas  stripper  wells  owned  by  independent 
producers  and  royalty  owners. 

This  provision  applies  to  production  after 
December  31. 1985. 

Senate  Amendment 
No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

b.  Advance  royalty  payments 

Present  Law 
Percentage  depletion  is  available  with  re- 
spect to  oil  and  gas  lease  bonuses  or  advance 
royalty  payments  (Commissioner  v.  Engle, 
464  U.S.  206(1984)). 

House  Bill 

The  House  bill  denies  percentage  deple- 
tion for  lease  bonuses,  advance  royalties,  or 
other  payments  made  without  regard  to 
actual  production  from  an  oil,  gas.  or  geo- 
thermal property,  effective  January  1.  1986. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The   conference   agreement    follows   the 
House  bill,  effective  for  amounts  received  or 
accrued  after  August  16,  1986. 

3.  Gain  on  Disposition  of  Interest  in  Oil,  Gas  or 
Geothermal  Property 

Present  Law 
Expensed  intangible  drilling  costs  in- 
curred after  1975  are  recaptured  as  ordinary 
income  upon  disposition  of  an  oil.  gas  or 
geothermal  property,  to  the  extent  of  the 
excess  of  such  costs  over  the  amount  that 
would  have  been  deducted  if  the  costs  had 
been  capitalized  and  recovered  through  de- 
pletion deductions. 
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House  Bill 
The  House  bill  provides  that  expensed  in- 
tangible drilling  costs  and  depletion  which 
reduced  basis  are  recaptured  as  ordinary 
income. 

The  provision  applies  to  dispositions  of 
property  placed  in  service  after  December 
31.  1985,  unless  acquired  pursuant  to  a  writ- 
ten contract  binding  on  September  25.  1985. 
Senate  Amendment 
No  provision. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill,  except  that  the  provisions  apply 
to  dispositions  of  property  placed  in  service 
date  is  after  December  31.  1986.  (The  Sep- 
tember 25.  1985.  binding  contract  date  is  re- 
tained.) 

4.  Windfall  Profit  Tax  Exemption  for  Certain  Ex- 
changes of  Crude  Oil. 

Present  Law 
An  excise  tax  (the  crude  oil  windfall  profit 
tax)  is  imposed  on  domestic  crude  oil  when 
it  is  removed  from  the  production  premises. 
The  tax  does  not  apply  if  crude  oil  is  used  to 
power  production  equipment  on  the  same 
property. 

Horise  Bill 
The  House  bill  provides  an  exemption  for 
certain  otherwise  taxable  crude  oil  which  is 
exchanged  for  an  equal  amount  of  residual 
fuel  oil.  to  be  used  in  enhanced  recovery 
processes  on  the  producing  property.  Only 
crude  oil  attributable  to  an  operating  miner- 
al interest  qualifies  for  the  exception. 

No  depletion  deduction  (including  cost  or 
percentage  depletion)  is  allowed  with  re- 
spect to  crude  oil  qualifying  for  the  excep- 
tion. 

The  provision  applies  to  residual  fuel  oil 
used,  and  crude  oil  removed,  after  the  date 
of  enactment. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The   conference    agreement   follows   the 
Senate  amendment. 

D.  Hard  Minerals 
1.  Exploration  and  Development  Costs 
a.  General  rule 

Present  Law 
Exploration  and  development  costs  associ- 
ated with  mines  and  other  hard  mineral  de- 
posits may  be  deducted  currently  at  the 
election  of  the  taxpayer.  Exploration  (but 
not  development)  costs  which  have  been  de- 
ducted currently  either  (1)  are  applied  to 
reduce  depletion  deductions,  or  (2)  at  the 
taxpayer's  election,  are  recaptured  in 
income  once  the  mine  begins  production, 
and  then  recovered  as  a  depletable  expense. 
In  the  case  of  corporations,  only  80  per- 
cent of  hard  mineral  exploration  and  devel- 
opment costs  may  be  expensed.  The  remain- 
ing 20  percent  must  be  recovered  over  the  5- 
year  ACRS  depreciation  schedule  (begin- 
ning in  the  year  that  exploration  and  devel- 
opment costs  are  paid  or  incurred),  with  an 
investment  tax  credit  for  domestic  costs 
(sec.  291). 

House  Bill 
The  House  bill  requires  recapture  of  both 
expensed  development  and  exploration  costs 
at  the  time  the  mine  begins  production.  Re- 
captured amounts,  and  development  costs 
incurred  after  the  mine  begins  production, 
are  recovered  in  the  same  manner  as  depre- 
ciable property  in  Class  1  (3-year  recovery 
period). 


The  20  percent  of  corporate  exploration 
and  development  costs  that  is  expensed  is 
recovered  in  the  same  manner  as  deprecia- 
ble property  in  Class  2  (5-year  recovery 
period),  beginning  in  the  year  that  costs  are 
paid  or  incurred. 

This  provision  applies  to  costs  paid  or  in- 
curred after  December  31, 1985. 
Senate  Amendment 

No  provision. 

Conference  Agreement 

Under  the  conference  agreement,  30  per- 
cent of  the  mining  development  and  explo- 
ration costs  of  corporations  are  to  be  amor- 
tized ratably  over  a  60-month  (5-year) 
period,  rather  than  being  expensed. 

The  provision  applies  to  costs  paid  or  in- 
curred after  December  31. 1986. 

b.  Foreign  exploration  costs 
Present  Law 

Foreign  exploration  costs  must  be  capital- 
ized to  the  extent  the  taxpayer's  foreign 
and  domestic  exploration  costs  (including 
certain  prior  years'  costs)  exceed  $400,000. 

House  Bill 

The  House  bill  provides  that  foreign  ex- 
ploration and  development  costs  are  recov- 
ered: ( 1 )  over  a  10-year,  straight-line  amorti- 
zation schedule,  or  (2)  at  the  election  of  the 
taxpayers,  as  part  of  the  basis  for  cost  de- 
pletion. 

This  provision  applies  to  costs  paid  or  in- 
curred after  December  31,  1985. 
Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  but  effective  for  costs  paid  or  in- 
curred after  December  31, 1986. 

Conference  Agreement 

The   conference   agreement   follows   the 
Senate  amendment. 
2.  Percentage  Depletion  of  Hard  Minerals 
Present  Law 

Depletable  costs  with  respect  to  hard  min- 
eral deposits  must  be  recovered  using  the 
greater  of:  (1)  cost  depletion,  or  (2)  percent- 
age depletion  at  the  applicable  statutory 
rate  for  the  mineral. 

Percentage  depletion  may  not  exceed  50 
percent  of  net  income  from  the  property  in 
any  taxable  year. 

For  corporations  only,  percentage  deple- 
tion of  coal  or  iron  ore.  in  excess  of  adjusted 
basis  (determined  without  regard  to  the  de- 
pletion deduction  for  that  year),  is  reduced 
by  15  percent  (sec.  291). 

House  Bill 

With  the  exceptions  below,  the  House  bill 
phases  down  mineral  depletion  rates  ratably 
to  5  percent  in  1988.  Minerals  having  a  5- 
percent  present  law  rate  (e.g.,  sand,  gravel, 
and  certain  clay)  are  phased  down  ratably 
to  0  in  1988.  In  conjunction  with  these 
changes,  the  50  percent  of  net  income  limi- 
tation is  phased  down  ratably  to  25  percent. 

Present  law  depletion  (rate  and  net 
income  limitation)  is  retained  for  (1)  miner- 
als used  to  produce  fertilizer  or  animal  feed 
("agricultural  minerals"),  and  (2)  dimension 
stone. 

This  provision  applies  to  production  after 
December  31. 1985. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  increases  the 
reduction  in  coal  and  iron  ore  percentage 
depletion  (under  section  291)  from  15  per- 
cent to  20  percent. 


The  provision  applies  to  taxable  years  be- 
ginning after  December  31. 1986. 

3.  Gain   on   Disposition   of  interest   in   Mining 

Property 

Present  Law 

Adjusted  exploration  expenditures  (gener- 
ally, amounts  expensed  in  excess  of 
amounts  that  would  have  been  deducted  if 
the  costs  had  been  capitalized)  are  recap- 
tured as  ordinary  income  upon  disposition 
of  a  mining  property. 

House  Bill 

The  House  bill  provides  that  expensed  ex- 
ploration and  development  expenses  and  de- 
pletion that  reduced  basis  are  recaptured  as 
ordinary  income. 

The  provision  applies  to  dispositions  of 
property  placed  in  service  after  December 
31,  1985,  unless  acquired  pursuant  to  a  writ- 
ten contract  binding  on  September  25.  1985. 

Senate  Amendment 
No  provision. 

Conference  Agreement  ^ 
The  conference  agreement  follows  the 
House  bill,  except  that  the  provision  applies 
to  property  placed  in  service  after  December 
31,  1986.  (The  September  25.  1985  binding 
contract  date  is  retained. ) 

4.  Royalty  Income  from  Coal  and  Domestic  Iron 

Ore 

Present  Law 

Royalties  on  dispositions  of  coal  and  do- 
mestic iron  ore  qualify  for  capital  gain 
treatment,  provided  the  coal  or  iron  ore  is 
held  for  more  than  six  months  before 
mining. 

Capital  gain  treatment  does  not  apply  to 
(1)  income  realized  as  a  co-adventurer,  part- 
ner, or  principal  in  the  mining  of  coal  or 
iron  ore,  or  (2)  certain  related  party  transac- 
tions. 

If  capital  gain  treatment  applies,  the  roy- 
alty owner  is  not  entitled  to  percentage  de- 
pletion with  resiject  to  the  same  coal  or  iron 
ore. 

House  Bill 
The  House  bill  phases  out  the  special  cap- 
ital gain  treatment  for  coal  and  domestic 
iron  ore  royalties  over  a  3-year  period,  be- 
ginning January  1,  1986. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment  by  retaining  the  existing 
Code  provision  regarding  coal  and  domestic 
iron  ore  royalties  (sec.  631(c)).  Income  from 
such  royalties  will  be  taxed  as  ordinary 
income  pursuant  to  the  general  repeal  of 
capital  gains  for  individuals  and  corpora- 
tions (see  Title  III.  above).  In  addition,  the 
conference  agreement  provides  that  coal 
aind  iron  ore  royalties  are  eligible  for  per- 
centage depletion  for  any  taxable  year  in 
which  long-term  capital  gains  are  subject  to 
tax  at  the  same  rate  as  ordinary  income. 

E.  Energy-Related  Tax  CrediU  and  Other 
Provisions 

I.  Residential  Solar  Energy  Tax  Credit 

Present  Law 
Individuals  are  allowed  a  40-percent  tax 
credit  on  expenditures  made  before  Decem- 
ber 31,  1985,  for  up  to  $10,000  of  solar 
energy  source  property.  Unused  credits  at 
the  end  of  1985  may  be  carried  forward 
through  1987. 
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House  BUI 
The  residential  solar  energy  tax  credit  is 
extended  for  three  years,  through  Decem- 
ber 31,  1988,  and  the  tax  credit  rate  during 
that  period  is  30  percent  in  1986  and  20  per- 
cent in  1987  and  1988.  The  $10,000  general 
Umit  on  qualified  expenditures  is  reduced  to 
$5,000  for  solar  energy  hot  water  systems. 
Present-law  provisions  and  the  applicable 
regulations  continue  in  effect,  except  that 
the  credit  is  not  allowed  for  a  greenhouse, 
sun  room  or  similar  structure.  Credits 
unused  at  the  end  of  1988  may  be  carried 
forward  to  1990. 

Senate  Amendment 
No  provision. 

Conference  Agreement 

The   conference   agreement    follows   the 
Senate  amendment. 
2.  Business  Energy  Tax  Credit* 

a.  Extension  of  credits 

Present  Law 

The  business  energy  investment  tax  cred- 
its were  enacted  as  additions  to  the  regular 
investment  tax  credit  to  provide  an  addi- 
tional tax  credit -as  an  incentive  for  the  pur- 
chase of  specified  property  or  equipment. 
Credits  for  certain  energy  property  expired 
after  1982.  Energy  credits  were  available 
through  1985  for  the  following  energy  prop- 
erty at  the  following  rates:  solar— 15  per- 
cent; geothermal— 15  percent;  wind— 15  per- 
cent; ocean  thermal— 15  percent;  biomass— 

10  percent;  and  small  scale  hydroelectric— 

11  percent. 

House  Bill 

The  House  bill  extends  the  energy  tax 
credit  for  solar  energy  property  at  15  per- 
cent in  1986,  12  percent  in  1987,  and  8  per- 
cent in  1988.  The  geothermal  tax  credit  is 
extended  at  15  percent  in  1986  and  10  per- 
cent in  1987  and  1988. 

Senate  Amendment 

The  Senate  amendment  on  the  solar 
energy  tax  credit  is  the  same  as  the  House 
bill,  except  that  the  tax  credit  rate  in  1988 
is  12  percent. 

The  Senate  amendment  is  the  same  as  the 
House  bill  for  the  geothermal  energy  tax 
credit. 

The  Senate  amendment  extends  the  tax 
credit  for  ocean  thermal  property  at  15  per- 
cent through  1988. 

The  Senate  amendment  extends  the  tax 
credit  for  wind  energy  property  at  15  per- 
cent in  1986  and  10  percent  in  1987. 

The  Senate  amendment  extends  the  tax 
credit  for  biomass  energy  property  at  15 
percent  in  1986  and  10  percent  in  1987. 
Conference  Agreement 

The  conference  agreement  extends  the 
energy  tax  credit  for  solar  energy  property 
at  IS  percent  in  1986,  12  percent  in  1987. 
and  10  percent  in  1988. 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  with 
respect  to  the  energy  tax  credit  for  geother- 
mal energy  property. 

The  conference  agreement  does  not 
change  present  law  with  respect  to  dual  pur- 
pose solar  or  geothermal  energy  property. 
The  conference  committee,  however,  notes 
with  respect  to  this  matter  that  these  are 
administrative  issues  which  the  Secretary  of 
the  Treasury  should  resolve  under  the  regu- 
latory authority  provided  in  the  Energy  Tax 
Act  of  1978  and  subsequent  Acts  with  provi- 
sions relating  to  energy  tax  credits. 

The  conference  agreement  follows  the 
Senate  amendment  with  respect  to  the 
energy  tax  credit  for  biomass  property. 


The  conference  agreement  follows  the 
Senate  amendment  with  respect  to  the 
energy  tax  credit  for  ocean  thermal  proper- 
ty. 

The  conference  agreement  follows  the 
House  bill  with  respect  to  the  wind  energy 
tax  credit. 

b.  Modifications    to    chlor-alkali    electrolytic 
cells 

Present  Law 

Modifications  to  chlor-alkali  electrolytic 
cells,  a  category  of  specially  defined  energy 
property,  was  eligible  for  a  10-percent 
energy  tax  credit  through  December  31. 
1982. 

House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  extends  the  expi- 
ration date  for  modifications  to  chlor-alkali 
electrolytic  cells  to  December  31,  1983. 
Conference  Agreement 

The  conference  agreement  follows  the 
House  bill. 

c.  AITirmative  commitment  rules 

Present  Law 
The  expired  10-percent  credit  for  certain 
alternative  energy  continues  to  be  available 
for  long-term  projects  which  meet  rules  re- 
quiring (1)  completion  of  engineering  stud- 
ies and  application  for  all  required  permits 
before  1983,  (2)  binding  contracts  for  50  per- 
cent of  special  project  equipment  before 
1986,  and  (3)  project  completion  before 
1991. 

House  Bill 
Consistent  with  the  general  transitional 
rules  applicable  to  repeal  of  the  regular  in- 
vestment tax  credit,  the  House  bill  requires 
that  allowable  energy  credits  are  spread  rat- 
ably over  5  years  (i.e.,  20  percent  of  the 
credit  in  each  of  5  years),  and  requires  a  full 
basis  adjustment  for  the  full  energy  tax 
credit  in  the  first  taxable  year. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  provides  that 
energy  tax  credits  earned  under  the  affirm- 
ative commitment  rules  are  treated  in  the 
same  manner  as  the  regular  investment  tax 
credit  for  transition  property.  (See  II.A.2., 
above,  repeal  of  the  regular  investment  tax 
credit.) 

3.  Credit  for  Fuels  from  Nonconventional  Sources 
Present  Law 

A  tax  credit  equal  to  $3  per  5.8  million 
Btus  of  energy  is  provided  for  the  domestic 
production  and  sale  of  specified,  qualified 
fuels  to  unrelated  persons.  The  credit  ap- 
plies to  such  fuels  (1)  produced  from  facili- 
ties placed  in  service  after  December  31, 
1979,  and  before  January  1.  1990.  on  proper- 
ties which  first  begin  production  after  De- 
cember 31.  1979,  and  (2)  sold  after  Decem- 
ber 31,  1979,  and  before  January  1,  2001. 
House  Bill 

The  credit  is  terminated  after  December 
31.  1985.  except  for  methane  gas  produced 
from  wood  in  facilities  placed  in  service 
before  January  1.  1989.  and  sold  before  Jan- 
uary 1,  2001. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 


4.  Alcohol  Fuels  Tax  Credit  and  Import  Duty 

a.  Alcohol  fuels  income  tax  credit 

Present  Law 
A  60-cents-per-gallon  income  tax  credit  is 
allowed  through  1992  for  alcohol  mixed 
with  gasoline,  diesel  fuel,  or  any  special 
motor  fuel,  if  the  mixture  is  sold  or  used  as 
fuel.  The  credit  also  is  provided  for  alcohol 
used  in  a  trade  or  business  or  sold  at  retail 
and  placed  in  a  vehicle  fuel  tank.  Eligible  al- 
cohol includes  ethanol  and  methanol  but 
not  if  made  from  petroleum,  natural  gas,  or 
coal  (including  peat),  or  alcohol  less  than 
150  proof. 

House  Bill 

This  credit  is  repealed  after  December  31, 
1985. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

b.  Duty  on  imported  alcohol  fuels 

Present  Law 

A  60-cents-per-gallon  duty  is  imposed 
through  1992  on  alcohol  imported  into  the 
United  States  for  use  as  a  fuel. 

Ethyl  alcohol  may  enter  the  United  States 
duty-free,  if  it  is  imported  from  a  Caribbean 
Basin  Initiative  (CBI)  country,  under  the 
terms  of  the  Caribbean  Basin  Economic  Re- 
covery Act  (CBERA). 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  retains  present 
law,  but  it  allows  duty-free  entry  into  the 
United  States  only  for  ethyl  alcohol  pro- 
duced in  a  Caribbean  Basin  Initiative  (CBI) 
country  or  U.S.  insular  possession  from 
source  material  which  is  the  product  of  a 
CBI  country,  an  insular  possession,  or  the 
United  States.  The  change  in  the  source  ma- 
terial requirement  does  not  apply,  as  of  Jan- 
uary 1,  1986,  to  certain  facilities  which  were 
established  and  operating  (up  to  a  maxi- 
mum of  20  million  gallons  per  year)  or 
ready  for  shipment  to  an  installation  in  a 
CBI  country  (up  to  a  maximum  of  50  mil- 
lion gallons  per  year). 

Conference  Agreement 
The  conference  agreement  adopts  in  most 
respects  section  864  of  H.R.  4800.  In  so 
doing,  the  conferees  disapprove  U.S.  Cus- 
toms Service  rulings  that  have  found  the 
mere  dehydration  of  industrial-grade  etha- 
nol into  fuel-grade  ethanol  to  constitute  a 
substantial  transformation  sufficient  to 
qualify  the  dehydrated  ethanol  as  a  product 
of  a  CBI  country  or  insular  possession  and 
therefore  entitled  to  duty-free  treatment. 
By  discouraging  such  "pass-through"  oper- 
ations, the  conferees  seek  to  encourage 
meaningful  economic  investment  in  CBI 
countries  and  insular  possessions. 

Under  the  conference  agreement,  ethyl  al- 
cohol (or  an  ethyl  alcohol  mixture)  may  be 
admitted  into  the  United  States  duty-free,  if 
it  is  an  indigenous  product  of  a  U.S.  insular 
possession  or  CBI  beneficiary  country. 

Ethyl  alcohol  (or  ethyl  alcohol  mixture) 
may  be  treated  as  being  an  indigenous  prod- 
uct of  an  insular  possession  or  beneficiary 
country  only  if  the  ethyl  alcohol  (or  a  mix- 
ture) has  been  both  dehydrated  and  pro- 
duced by  a  process  of  full-scale  fermenta- 
tion within  that  Insular  possession  or  bene- 
ficiary country.  Alternatively,  ethyl  alcohol 
(or  a  mixture)  must  have  been  dehydrated 
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within  that  insular  possession  or  beneficiary 
country  from  hydrous  ethyl  alcohol  that  in- 
cludes hydrous  ethyl  alcohol  which  is 
wholly  the  product  or  manufacture  of  any 
insular  possession  or  beneficiary  cotmtry 
and  which  has  a  value  not  less  than  (1)  30 
percent  of  the  value  of  the  ethyl  alcohol  or 
mixture,  if  entered  during  calendar  year 
1987,  (2)  60  percent  of  the  value  of  the  ethyl 
alcohol  or  mixture.  If  entered  during  calen- 
dar year  1988,  and  (3)  75  percent  of  the 
value  of  the  ethyl  alcohol  or  mixture,  if  en- 
tered after  December  31, 1988. 

Transitional  exemptions  are  provided 
during  1987  and  1988  for  up  to  20  million 
gallons  per  year  each  produced  by  certain 
azeotropic  distillation  facilities:  (1)  located 
in  a  CBI  country  or  insular  possession  and 
in  operation  on  January  1,  1986;  or  (2)  the 
equipment  for  which  was,  on  January  1, 
1986,  ready  for  shipment  to  and  installation 
in  a  CBI  country.  An  additional  transitional 
exemption  is  provided  during  1987  to  a  facu- 
lty in  the  Virgin  Islands  that  received  au- 
thorization prior  to  May  1,  1986,  to  operate 
a  full-scale  fermentation  facility. 
5.  Neat  Alcohol  FueU 


Present  Lav) 
A  9-cents-per-gallon  exemption  from  the 
excise  tax  on  special  motor  fuels  is  provided 
through  1992  for  neat  methanol  and  etha- 
nol  fuels  which  are  not  derived  from  petro- 
leum or  natural  gas.  A  4V4  cents  exemption 
is  provided  if  the  fuels  are  derived  from  nat- 
ural gas.  Neat  alcohol  fuels  are  at  least  85 
percent  methanol,  ethanol,  and  other  alco- 
hol. 

House  Bill 
The  9-cents-per-gallon  exemption  is  re- 
duced to  6  cents  per  gallon,  effective  for 
sales  or  use  after  I>ecember  31, 1985. 
Senate  Amendment 
The  Senate  amendment  follows  the  House 
bill,  except  the  provision  is  effective  for 
sales  or  use  after  December  31. 1986. 
Conference  Agreement 
The   conference   agreement   follows   the 
Senate  amendment. 
6.  Taxicabi  Fuels  Tax  Exemption 
Present  Law 
A    4-cents-per-gallon    partial    exemption 
from  the  motor  fuels  excise  taxes  (9  cents 
for  gasoline  and  special  motor  fuels  and  15 
cents  for  diesel  fuel)  was  provided  for  fuels 
used  in  qualifying  taxicabs  through  Septem- 
ber 30,  1985.  The  exemption  was  effectuated 
through  a  credit  or  refund  (without  inter- 
est). 

Hoitse  Bill 
The  4-cents-per-gallon  partial  exemption 
from  motor  fuels  excise  taxes  for  qualified 
taxicabs  is  extended  through  September  30, 
1988. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The   conference   agreement   follows   the 
House  bill. 

TITLE  V.  TAX  SHELTERS:  INTEREST 
EXPENSE 
A  At-Risk  Rule* 
Present  Law 
Present  law  provides  an  at-risk  limitation 
on  losses  from  business  and  Income-produc- 
ing activities  other  than  real  estate  and  cer- 
tain corporate  active  business  activities,  ap- 
plicable to  individuals  and  to  certain  closely 
held  corporations.  The  amount  at  risk  Is 
generally  the  sum  of  (1)  the  taxpayer's  cash 


contributions  to  the  activity;  (2)  the  adjust- 
ed basis  of  other  property  contributed  to 
the  activity;  and  (3)  amounts  borrowed  for 
use  In  the  activity  with  respect  to  which  the 
taxpayer  has  personal  liability  or  has 
pledged  property  not  used  In  the  activity. 
The  amount  at  risk  is  generally  increased 
(or  decreased)  each  year  by  the  taxpayer's 
share  of  income  (or  losses  and  withdrawals) 
from  the  activity. 

The  Investment  tax  credit  at-risk  rules 
limit  the  credit  base  of  property  used  in  an 
activity  that  Is  subject  to  the  loss  limitation 
at-risk  rules,  and  generally  provide  that 
nonrecourse  debt  Is  treated  as  an  amount  at 
risk  for  Investment  credit  purposes  where 
(1)  It  Is  borrowed  from  an  unrelated  com- 
mercial lender,  or  represents  a  loan  from  or 
Is  guaranteed  by  certain  governmental  enti- 
tles, (2)  the  property  Is  acquired  from  an  un- 
related person,  (3)  the  lender  Is  uiu-elated  to 
the  seller,  (4)  the  lender  or  a  related  person 
does  not  receive  a  fee  with  respect  to  the 
taxpayer's  Investment  in  the  property,  (5) 
debt  is  not  convertible  debt,  and  (6)  the  non- 
recourse debt  does  not  exceed  80  percent  of 
the  credit  base  of  the  property. 
House  Bill 
The  House  bill  applies  the  at-risk  rules  to 
the  activity  of  holding  real  property,  with 
an  exception  for  real  estate  losses  providing 
that  third  party  noiu^course  debt  borrowed 
from  an  unrelated  commercial  lender  Is 
treated  as  an  amoimt  at  risk  under  rules 
similar  to  the  present-law  credit  at-risk 
rules  (without  the  requirement  limiting  the 
nonrecourse  debt  to  80  percent). 
Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  the  third  party  nonre- 
course debt  exception  for  real  estate  losses 
applies  notwithstanding  that  (1)  the  lender 
is  related  to  the  taxpayer,  and  (2)  the  tax- 
payer acquired  the  property  from  a  related 
party. 

Conference  Agreement 
The   conference    agreement    follows   the 
Senate  amendment,  with  modifications. 

The  conference  agreement  provides  that 
In  the  case  of  the  activity  of  holding  real 
property,  certain  qualified  nonrecourse  fi- 
nancing Is  treated  as  an  amount  at  risk,  pro- 
vided that,  in  the  case  of  nonrecourse  fi- 
nancing from  related  persons,  the  terms  of 
the  loan  are  commercially  reasonable  and 
on  substantially  the  same  terms  as  loans  In- 
volving unrelated  persons. 

These  requirements  are  Imposed  In  addi- 
tion to  those  Imposed  under  the  Senate 
amendment  because  the  conferees  believe 
that  the  opportunities  for  overvaluation  of 
property  and  for  the  transfer  of  tax  benefits 
attributable  to  amounts  that  resemble 
equity  are  insufficiently  limited  luider  the 
Senate  amendment  In  the  case  of  nonre- 
course financing  from  a  related  person. 

The  conferees  Intend  that  terms  of  nonre- 
course financing  are  commercially  reasona- 
ble if  the  financing  Is  a  written  uncondition- 
al promise  to  pay  on  demand  or  on  a  speci- 
fied date  or  dates  a  sum  or  sums  certain  In 
money,  and  the  interest  rate  is  a  reasonable 
market  rate  of  Interest  (taking  Into  account 
the  maturity  of  the  obligation).  If  the  Inter- 
est rate  Is  below  a  reasonable  market  rate,  a 
portion  of  the  principal  may  In  fact  repre- 
sent Interest,  with  the  result  that  the  stated 
principal  amount  may  exceed  the  fair 
market  value  of  the  financed  property.  Gen- 
erally, an  Interest  rate  would  not  be  consid- 
ered commercially  reasonable  If  It  Is  signifi- 
cantly below  the  market  rate  on  comparable 
loans  by  qualified  persons  who  are  not  relat- 


ed (within  the  meaning  of  sec.  465(b)(3)(C)) 
to  the  borrowers  under  the  comparable 
loans.  In  addition.  It  Is  likely  that  a  loan 
which  would  be  treated  as  a  "below-market 
loan"  within  the  meaning  of  sec.  7872(e)  of 
the  Code  is  not  commercially  reasonable. 

Similarly,  ■  if  the  Interest  rate  exceeds  a 
reasonable  market  rate,  or  Is  contingent  on 
profits  or  gross  receipts,  a  portion  of  the 
principal  amount  may  In  fact  represent  a 
disguised  equity  interest  (and  a  portion  of 
the  interest  in  fact  Is  a  return  on  equity) 
with  the  result  that  the  stated  principal 
amount  may  exceed  the  fair  market  value  of 
the  financed  property.  Thus,  generally,  an 
interest  rate  would  not  be  considered  com- 
mercially reasonable  If  It  significantly  ex- 
ceeds the  market  rate  on  comparable  loans 
by  unrelated  qualified  persons.  Nor  would 
an  interest  rate  be  considered  commercially 
reasonable  If  It  were  contingent.  The  confer- 
ees do  not  Intend,  however,  to  limit  the  use 
of  interest  rates  that  are  not  fixed  rates, 
provided  that  interest  Is  calculated  with  re- 
spect to  a  market  Interest  Index  such  as  the 
prime  rate  charged  by  a  major  commercial 
bank,  LIBOR,  the  rate  on  government  secu- 
rities (such  as  Treasury  bills  or  notes),  or 
the  applicable  Federal  rate  (within  the 
meaning  of  sec.  1274(d)).  For  example,  an 
Interest  rate  floating  at  1  point  above  the 
prime  rate  charged  by  a  major  commercial 
bank  would  not  generally  be  considered  con- 
tingent. 

The  terms  of  the  financing  would  also  not 
be  considered  commercially  reasonable  If, 
for  example,  the  term  of  the  loan  exceeds 
the  useful  life  of  the  property,  or  If  the 
right  to  foreclosure  or  collection  with  re- 
spect to  the  debt  is  limited  (except  to  the 
extent  provided  imder  applicable  State  law). 
Generally,  the  conferees  intend  that  the 
financing  be  debt  with  arms'  length  terms, 
to  carry  out  the  purpose  of  the  at-risk  rule 
to  limit  deductions  to  the  taxpayer's 
amount  at  risk.  Thus,  nonrecourse  financing 
from  a  person  related  to  the  taxpayer  must 
be  on  substantially  the  same  terms  as  fi- 
nancing Involving  unrelated  persons. 

The  conference  agreement  also  provides 
that  no  Inference  is  to  be  drawn  from  this 
provision  (permitting  certain  nonrecourse  fi- 
nancing to  be  treated  as  at  risk  without 
regard  to  whether  the  lender  Is  a  related 
person)  as  to  the  determination  of  a  part- 
ner's distributive  share  of  partnership  Items 
of  a  partnership  under  section  704,  or  a 
partner's  share  of  partnership  liabilities 
under  section  752. 

Under  the  House  bill,  the  Senate  amend- 
ment, and  the  conference  agreement,  con- 
vertible debt  Is  not  treated  as  qualified  non- 
recourse financing.  The  conferees  believe 
that  it  is  not  appropriate  to  treat  investors 
as  at  risk  with  respect  to  nonrecourse  debt 
that  Is  convertible  and  that  consequently 
represents  a  right  to  an  equity  interest,  be- 
cause taxpayers  are  not  Intended  to  be 
treated  as  at  risk  for  amounts  representing 
others'  rights  to  equity  Investments. 

Clarification  Is  also  provided  with  respect 
to  the  definition  of  the  activity  of  holding 
real  property.  Generally,  to  the  extent  an 
activity  Is  not  subject  to  the  at-risk  rules  by 
virtue  of  sec.  465(c)(3)(D))  of  present  law,  it 
will  be  treated  under  the  conference  agree- 
ment as  the  activity  of  holding  real  proper- 
ty. The  provision  of  services  and  the  holding 
of  personal  property  which  Is  merely  Inci- 
dental to  the  activity  of  making  real  proper- 
ty available  as  living  accommodations  Is 
treated  as  part  of  the  activity  of  holding 
real  property. 
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The  extension  of  the  at-risk  rules  to  the 
Activity  of  holding  real  property  is  effective 
for  property  placed  in  service  sifter  I>ecem- 
ber  31,  1986.  and  for  losses  attribuUble  to 
an  interest  in  a  partnership  or  S  corporation 
or  other  pass-through  entity  that  is  ac- 
.  quired  after  E>ecember  31, 1986. 

B.  Limiutions  on  Losses  and  Crcdita  from 
Passive  Activities 
Present  Law 
Generally,  present  law  does  not  limit  the 
use  of  deductions  or  credits  from  a  particu- 
lar business  activity  to  offset  income  from 
other  activities,  except  in  certain  specific  in- 
stances (e.g..  the  limiUtion  on  the  deduc- 
tion of  net  capital  losses,  and  the  rule  that 
research   and  development  credits  cannot 
offset  tax  on  unrelated  income  in  the  case 
of  an  individual). 

House  Bill 
No  provision. 

Senate  Amendment 
Gtneral  rule 

Deductions  in  excess  of  income  (i.e.. 
losses)  from  passive  activities  generally  may 
not  offset  other  income  such  as  salary,  in- 
terest, dividends,  and  active  business 
income.  Deductions  from  passive  activities 
may  offset  income  from  passive  activities. 
Credits  from  passive  activities  generally  are 
limited  to  the  tax  attributable  to  income 
from  passive  activities. 

Disallowed  losses  and  credits  are  carried 
forward  and  treated  as  deductions  and  cred- 
its from  passive  activities  in  the  next  tax- 
able year. 

Disallowed  losses  from  an  activity  are  al- 
lowed in  full  when  the  taxpayer  disposes  of 
his  entire  interest  in  the  activity  in  a  tax- 
able transaction.  Credits  are  not  so  allowed 
upon  disposition. 

The  provision  applies  to  individuals,  es- 
tates, trusts,  and  personal  service  corpora- 
tions. 

Closely  held  corporations  may  not  offset 
portfolio   income   with   passive   losses   and 
credits  but  may  use  passive  losses  and  cred- 
its to  offset  jMjtive  business  income. 
Definition  of  passive  activities 

Passive  activities  include  ( 1 )  trade  or  busi- 
ness activities  in  which  the  taxpayer  (or 
spouse)  does  not  materially  participate  (i.e., 
is  not  involved  on  a  regular,  continuous,  and 
substantial  basis),  and  (2)  rental  activities 
where  payments  are  primarily  for  the  use  of 
tangible  property. 

Passive  activities  do  not  include  worlcing 
interests  in  oil  and  gas  properties  in  which 
the  taxpayer's  form  of  ownership  does  not 
limit  liabihty. 

Rental  real  estate 

In  the  case  of  rental  real  estate  activities 
in  which  an  individual  actively  participates. 
up  to  $25,000  of  losses  (and  credits,  in  a  de- 
duction-equivalent sense)  from  all  such  ac- 
tivities are  allowed  each  year  against  non- 
passive  income  of  the  taxpayer.  The  $25,000 
amount  is  phased  out  ratably  between 
$100,000  and  $150,000  of  adjusted  gross 
income  (determined  without  regard  to  pas- 
sive losses).  Low  income  housing  credits  may 
be  taken  under  the  $25,000  allowance  (in  a 
deduction-equivalent  sense)  against  non-pas- 
sive income  without  regard  to  whether  the 
individual  actively  participates. 
Effective  date 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31,  1986, 
with  a  phase-in  rule  for  investments  made 
before  the  date  of  enactment. 


Under  the  phase-in  rule,  the  amount  disal- 
lowed under  the  passive  loss  rule  during  any 
year  in  the  phase-in  period  equals  the  appli- 
cable percentage  of  the  amount  that  would 
be  disallowed  for  that  year  under  the  provi- 
sion if  fully  effective.  The  applicable  per- 
centage is  35  percent  for  taxable  years  be- 
ginning in  1987,  60  percent  in  taxable  years 
begirming  in  1988,  80  percent  in  taxable 
years  beginning  in  1989,  90  percent  in  tax- 
able years  beginning  in  1990,  and  100  per- 
cent in  taxable  years  beginning  after  1990. 
Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  but  with  cer- 
tain modifications  and  clarifications. 
1.  Overview 

Passive  activity 

The  definition  of  a  passive  activity  gener- 
ally is  the  same  as  under  the  Senate  amend- 
ment. However,  the  definition  is  clarified  to 
accord  with  the  original  intent  of  the  provi- 
sion that  passive  activities  can  include  ac- 
tivities generating  deductions  allowable 
under  section  174  of  the  Code  as  research 
and  experimentation  expenditures.  Thus,  if 
a  taxpayer  has  an  interest  in  an  activity 
with  respect  to  which  deductions  would  be 
allowed  as  research  and  experimentation  ex- 
penditures, and  he  does  not  materially  par- 
ticipate in  the  activity,  losses  from  the  activ- 
ity (including  the  research  and  experimen- 
tation expenditures)  are  subject  to  limita- 
tion under  the  rule. 

It  is  also  clarified  that  a  net  lease  of  prop- 
erty is  a  rental  activity  that  is  treated  as  a 
passive  activity  under  the  rule. 

Passive  activities  that  are  not  a  trade  or 
business.— The  conference  agreement  pro- 
vides that,  to  the  extent  provided  in  regula- 
tions, a  passive  activity  may  include  an  ac- 
tivity conducted  for  profit  (within  the 
meaning  of  sec.  212),  including  an  activity 
that  is  not  a  trade  or  business.  The  confer- 
ees anticipate  that  the  exercise  of  this  au- 
thority may  be  appropriate  in  certain  situa- 
tions where  activities  other  than  the  pro- 
duction of  portfolio  income  are  involved. 
This  regulatory  authority  is  meant  to  cause 
the  passive  loss  rule  to  apply  with  respect  to 
activities  that  give  rise  to  passive  losses  in- 
tended to  be  limited  under  the  provision, 
but  that  may  not  rise  to  the  level  of  a  trade 
or  business. 

Interest  on  taxpayer's  reitdence.— Quali- 
fied residence  interest  is  not  subject  to  the 
passive  loss  rule  (see  V.  C,  below). 

Interaction  with  interest  deduction  limi- 
tation.—The  conference  agreement  provides 
that  interest  deductions  attributable  to  pas- 
sive activities  are  treated  as  passive  activity 
deductions,  but  are  not  treated  as  invest- 
ment interest  (see  V.  C,  below).  Thus,  such 
interest  deductions  are  subject  to  limitation 
under  the  passive  loss  rule,  and  not  under 
the  investment  interest  limitation.  Similar- 
ly, income  and  loss  from  passive  activities 
generally  are  not  treated  as  investment 
income  or  loss  in  calculating  the  amount  of 
the  investment  interest  limitation.' 

Interaction  vnth  other  Code  sections.— It 
is  clarified  that  the  passive  loss  rule  applies 
to  all  deductions  that  are  from  passive  ac- 
tivities, including  deductions  allowed  under 
sections  162,  163,  164,  and  165.  For  example, 
deductions  for  State  and  local  property 
taxes  incurred  with  respect  to  passive  activi- 
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'  However,  as  described  in  V.  C.  below,  any  pas- 
sive losses  allowed  by  reason  of  the  phase-in  of  the 
passive  loss  provision  (other  than  losses  from  rental 
real  estate  activities  in  which  the  taxpayer  actively 
participates)  reduce  net  investment  income. 


ties  are  subject  to  limitation  under  the  pas- 
sive loss  rule  whether  such  deductions  are 
claimed  above-the-line  or  as  itemized  deduc- 
tions under  section  164. 

Personal  services  income  not  treated  as 
from  passive  activity.— The  conference 
agreement  clarifies  that  income  received  by 
an  individual  from  the  performance  of  per- 
sonal services  with  respect  to  a  passive  activ- 
ity is  not  treated  as  income  from  a  passive 
sictivity.  Thus,  for  example,  in  the  case  of  a 
limited  partner  who  is  paid  for  performing 
services  for  the  partnership  (whether  by 
way  of  salary,  guaranteed  payment,  or  allo- 
cation of  partnership  income),  such  pay- 
ments cannot  be  sheltered  by  passive  losses 
from  the  partnership  or  from  any  other  pas- 
sive activity. 

Taxpayers  subject  to  the  passive  loss  rule 

Under  the  conference  agreement,  the  pas- 
sive loss  provision  generally  applies  to  the 
same  taxpayers  as  under  the  Senate  amend- 
ment, and  with  the  same  more  limited  ver- 
sion of  the  rule  for  closely  held  corpora- 
tions. However,  the  applicabUity  of  the  rule 
is  modified  and  clarified  as  described  below. 

In  the  case  of  closely  held  corporations, 
the  passive  loss  rule  permits  passive  losses 
(and  credits,  in  a  deduction  equivalent 
sense)  to  offset  net  active  income,  but  not 
portfolio  income.  Thus,  for  example,  if  a 
closely  held  corporation  has  $400,000  of  pas- 
sive losses  from  a  rental  activity,  $500,000  of 
active  business  income,  and  $100,000  of  port- 
folio income,  the  passive  losses  may  be  ap- 
plied to  reduce  the  active  business  income  to 
$100,000,  but  may  not  be  applied  against  the 
portfolio  income. 

Personal  service  corporations.— The  defi- 
nition of  a  personal  service  corporation  ap)- 
plying  for  purposes  of  the  provision  is  modi- 
fied to  provide  that  the  passive  loss  rule 
does  not  apply  to  a  corporation  where  the 
employee-owners  together  own  less  than  10 
percent,  by  value,  of  the  corporation's  stock. 

The  conference  agreement  provides  that 
the  rule  applicable  to  a  change  in  status  of  a 
closely  held  corporation  also  applies  to  a 
change  in  status  of  a  personal  service  corpo- 
ration. That  is,  if  a  personal  service  corpora- 
tion ceases  to  meet  the  definition  of  a  per- 
sonal service  corporation  subject  to  the  pas- 
sive loss  rule  in  any  year,  losses  from  a  pas- 
sive activity  conducted  by  the  corporation 
and  previously  suspended  by  reason  of  the 
application  of  the  passive  loss  rule  are  not 
triggered  by  the  change  in  status,  but  are  al- 
lowed against  income  from  that  activity. 
Any  previously  suspended  losses  and  (deduc- 
tion equivalent)  credits  in  excess  of  income 
from  the  activity  continue  to  be  treated  as 
from  a  passive  activity.  Losses  and  credits 
from  an  activity  arising  in  a  year  when  the 
corporation  does  not  meet  the  definition  of 
a  personal  service  corporation  (or  a  closely 
held  corporation  are  not  subject  to  limita- 
tion under  the  passive  loss  rule). 

Affiliated  groups.— A  limited  version  of 
the  passive  loss  rule  applies  to  closely  held 
corporations,  providing  that  passive  losses 
of  the  corporation  may  not  offset  portfolio 
income.  In  the  case  of  affiliated  groups  of 
corporations  filing  consolidated  returns,  it  is 
intended  that  this  rule  apply  on  a  consoli- 
dated group  basis.  Thus,  it  is  intended  that 
losses  from  any  passive  activity  within  the 
consolidated  group  may  offset  net  active 
income,  but  not  portfolio  income,  of  any 
member  of  the  group.  An  activity  may  be 
conducted  by  several  corporations,  and  con- 
versely, one  corporation  may  be  engaged  in 
several  activities.   Portfolio  income  is  ac- 
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counted for  separately  from  Income  or  loss 
from  each  activity. 

In  determining  whether  an  activity  (other 
than  a  rental  activity)  conducted  within  the 
closely  held  consolidated  group  is  a  passive 
activity,  the  material  participation  test  is  in- 
tended to  be  applied  on  a  consolidated  basis. 
Thus,  for  example,  if  one  or  more  individual 
shareholders  holding  stock  representing 
more  than  SO  percent  of  a  member's  stock 
materially  participate  in  an  activity  of  any 
member  of  the  group,  the  group  is  consid- 
ered to  materially  participate.  Similarly,  if 
the  requirements  of  section  465(c)(7)(C) 
(without  regard  to  clause  (iv)  thereof)  are 
met  with  respect  to  an  activity  by  any 
member  (or  several  members  together), 
then  the  group  is  considered  to  materially 
participate  in  the  activity. 

In  the  case  of  a  personal  service  corpora- 
tion which  is  a  member  of  a  consolidated 
group,  similar  principles  are  intended  to 
apply.  For  example,  a  corporation  may  be 
treated  as  a  personal  service  corporation  for 
purposes  of  the  rule  where  the  owners  who 
render  the  requisite  services  are  employees 
of  a  subsidiary,  rather  than  of  the  parent 
corporation.  Under  the  conference  agree- 
ment, the  definition  of  a  personal  service 
corporation  Is  applied  taking  Into  account 
attribution  of  ownership  of  stock  as  provid- 
ed in  section  269 A(b). 
2.  Treatment  of  Iosms  and  credits 
In  general 

Losses.— The  conference  agreement  pro- 
vides that  Interest  deductions  attributable 
to  passive  activities  are  subject  to  the  pas- 
sive loss  rule  (as  under  the  Senate  amend- 
ment), but  are  not  subject  to  the  investment 
interest  limitation  (see  section  V.  C,  below). 
Thus,  for  example.  If  a  taxpayer  has  net 
passive  losses  of  $100  for  a  taxable  year  be- 
ginning after  1986,  $40  of  which  consists  of 
Interest  expense,  the  entire  $100  Is  subject 
to  limitation  under  the  passive  loss  rule,  and 
no  portion  of  the  loss  is  subject  to  limitation 
under  the  Investment  Interest  limitation. 

Rental  real  estate  in  which  taxpayer  ac- 
tively porficipates.— Clarification  is  provid- 
ed with  respect  to  the  rule  allowing  up  to 
$25,000  of  losses  and  credits  (In  a  deduction 
equivalent  sense)  from  rental  real  estate  ac- 
tivities in  which  the  taxpayer  actively  par- 
ticipates to  offset  non-passive  Income  of  the 
taxpayer.  The  $25,000  allowance  Is  applied 
by  first  netting  Income  and  loss  from  all  of 
the  taxpayer's  rental  real  estate  activities  In 
which  he  actively  participates.  If  there  is  a 
net  loss  for  the  year  from  such  activities, 
net  passive  income  (If  any)  from  other  ac- 
tivities Is  then  applied  against  it,  in  deter- 
mining the  amoiuit  eligible  for  the  $25,000 
allowance. 

For  example,  assume  that  a  taxpayer  has 
$25,000  of  losses  from  a  renUl  real  estate  ac- 
tivity In  which  he  actively  participates.  If  he 
also  actively  participates  In  another  rental 
real  estate  activity,  from  which  he  has 
$25,000  of  gain,  resulting  In  no  net  loss  from 
rental  real  estate  activities  In  which  he  ac- 
tively participates,  then  no  amount  Is  al- 
lowed under  the  $25,000  allowance  for  the 
year.  This  result  follows  whether  or  not  the 
taxpayer  has  net  losses  from  other  passive 
activities  for  the  year. 

The  Senate  amendment  provided  that  a 
taxpayer  Is  not  treated  as  actively  partici- 
pating with  respect  to  an  Interest  In  a  rental 
real  estate  activity  If  such  Interest  Is  less 
than  10  percent  of  all  Interests  In  the  activi- 
ty. The  conference  agreement  clarifies  that 
a  taxpayer  Is  treated  as  not  actively  partici- 
pating If  at  any  time  during  the  taxable 
year  (or  shorter  relevant  period  for  which 


the  taxpayer  held  an  Interest  In  the  activi- 
ty) the  taxpayer's  interest  In  the  activity  Is 
less  than  10  percent. 

It  Is  clarified  that,  with  respect  to  active 
participation,  just  as  with  respect  to  materi- 
al participation,  a  change  in  the  nature  of 
the  taxpayer's  involvement  does  not  trigger 
the  allowance  of  deductions  carried  over 
from  prior  taxable  years.  Thus,  if  a  taxpay- 
er begins  to  actively  participate  In  an  activi- 
ty In  which.  In  prior  years,  he  did  not  active- 
ly participate,  the  rule  allowing  up  to 
$25,000  of  losses  from  rental  real  estate  ac- 
tivities against  non-passive  income  does  not 
apply  to  losses  from  the  activity  carried 
over  from  such  prior  years.'  The  same  rule 
applies  to  credits,  to  the  extent  that  active 
participation  Is  relevant  to  their  allowabil- 
ity. 

The  conference  agreement  provides  that, 
for  purposes  of  calculating  the  phase-out  of 
the  $25,000  allowance  at  adjusted  gross 
income  between  $100,000  to  $150,000  (or 
$200,000  to  $250,000,  in  the  case  of  certain 
credits),  adjusted  gross  Income  is  calculated 
without  regard  to  IRA  contributions  and 
taxable  social  security  benefits. 

The  conference  agreement  provides  that 
In  the  case  of  an  estate  of  a  taxpayer  who. 
In  the  taxable  year  in  which  he  died,  owned 
an  Interest  In  a  rental  real  estate  activity  In 
which  he  actively  participated,  the  estate  Is 
deemed  to  actively  participate  for  the  two 
years  following  the  death  of  the  taxpayer. 
Thus,  the  taxpayer's  estate  may  continue  to 
receive  the  same  tax  treatment  with  respect 
to  the  rental  real  estete  activity  as  did  the 
taxpayer  In  the  taxable  year  of  his  death. 
This  treatment  applies  to  the  taxpayer's 
estate  during  the  two  taxable  years  of  the 
estate  following  his  death,  to  facilitate  the 
administration  of  the  estate  without  requir- 
ing the  executor  or  fiduciary  to  reach  deci- 
sions with  respect  to  the  appropriate  dispo- 
sition of  the  rental  real  property  within  a 
short  period  following  the  taxpayer's  death. 
It  Is  clarified  that  a  trust  Is  not  Intended 
to  qualify  for  the  allowance  of  up  to  $25,000 
In  losses  and  (deduction  equivalent)  credits 
from  a  rental  real  estate  activity  in  which 
there  is  active  participation,  so  that  individ- 
uals cannot  circumvent  the  $25,000  celling, 
or  multiply  the  number  of  $25,000  allow- 
ances, simply  by  transferring  various  rental 
real  properties  to  one  or  more  trusts. 

Married  individuals  filing  separately.— 
The  amount  of  the  $25,000  allowance,  and 
the  adjusted  gross  income  ranges  In  which 
the  allowance  is  phased  out  (i.e..  $100,000  to 
$150,000.  except  in  the  case  of  certain  cred- 
its where  the  range  Is  $200,000  to  $250,000) 
Is  halved  In  the  case  of  married  Individuals 
filing  separate  returns,  under  the  Senate 
amendment.  This  rule  is  retained,  with 
modification,  in  the  conference  agreement. 
The  conference  agreement  provides  that.  In 
the  case  of  married  Individuals  filing  sepa- 
rately, who,  at  any  time  during  the  taxable 
year,  do  not  live  apart,  the  amount  of  the 
$25,000  allowance  Is  reduced  to  zero.  Absent 
such  a  rule,  married  taxpayers  where  one 
spouse  would  be  eligible  for  a  portion  of  the 
$25,000  amount  if  they  filed  separately 
would  have  an  Incentive  so  to  file;  the  con- 
ferees believe   that  rules   that  encourage 


« By  contrast,  losses  (or  credits)  carried  over  from 
a  year  in  which  the  taxpayer  did  actively  partici- 
pate, but  that  were  not  allowed  against  non-passive 
income  in  such  year  because  they  exceeded  $25,000 
(as  reduced  by  the  applicable  AGl  phaseout),  are 
deductible  (or  allowable)  under  the  $25,000  rule  in 
a  subsequent  year,  but  only  if  the  taxpayer  is  ac- 
tively participating  in  the  activity  in  such  subse- 
quent year. 


filing  separate  returns  give  rise  to  imneces- 
sary  complexity  and  place  an  unwarranted 
burden  on  the  administration  of  the  tax 
system. 

Credits.-The  conference  agreement  pro- 
vides that  for  the  rehabilitation  and  low- 
Income  housing  credits,  the  phase-out  range 
for  offsetting  tax  on  up  to  $25,000  of  non- 
passive  Income  is  increased  to  between 
$200,000  and  $250,000  of  adjusted  gross 
income  (calculated  without  regard  to  net 
passive  losses,  IRA  contributions,  or  taxable 
social  security  benefits),  and  such  credits 
are  allowed  under  the  $25,000  rule  regard- 
less of  whether  the  taxpayer  actively  par- 
ticipates in  the  activity  generating  the  cred- 
its. In  the  case  of  the  low-Income  housing 
credit,  the  Increase  In  the  phase-out  range 
(to  between  $200,000  and  $250,000.  as  op- 
posed to  between  $100,000  and  $150,000  as 
for  other  rental  real  estate  losses  and  cred- 
its), and  the  waiver  of  the  requirement  that 
the  taxpayer  actively  participate  in  the  ac- 
tivity generating  the  low-income  housing 
credit,  apply  only  to  property  placed  in  serv- 
ice before  1990,  and  only  with  respect  to  the 
original  credit  compliance  period  for  the 
property,  except  if  the  property  is  placed  In 
service  before  1991.  and  10  percent  or  more 
of  the  total  project  costs  are  incurred  before 
1989. 

This  increase  in  the  adjusted  gross  income 
phase-out  range  may  be  Illustrated  as  fol- 
lows. Assimie  that  an  Individual  has  $5,000 
(deduction  equivalent  amount)  of  low- 
Income  housing  credits  from  a  limited  part- 
nership interest  (in  which,  under  the  pas- 
sive loss  rule,  he  is  considered  not  to  materi- 
ally or  actively  participate)  In  a  rental  real 
estate  activity.  His  adjusted  gross  Income 
(determined  without  regard  to  passive 
losses)  is  $200,000,  and  he  has  no  other  pas- 
sive losses,  credits  or  Income  for  the  year. 
The  Individual  is  permitted  under  the 
$25,000  allowance  rule  to  take  the  low 
Income  housing  credit. 

Other  credit  limitations.— The  Interaction 
of  the  passive  loss  rules  with  other  rules 
limiting  the  use  of  credits  is  clarified.  The 
limitation  on  the  credit  for  research  and  de- 
velopment activities  to  the  tax  on  income 
from  such  activities  is  applied  before  the 
passive  loss  limitation  is  applied  to  such 
credits.  The  overall  limitation  on  credits 
under  the  conference  agreement  (providing 
that  credits  generally  cannot  offset  more 
than  75  percent  of  the  Uxpayer's  tax  liabil- 
ity for  the  year)  is  applied  after  the  amount 
of  credits  allowable  under  the  passive  loss 
rule  is  determined.  Once  a  credit  is  allowed 
for  a  year  under  the  passive  loss  rule,  it  Is 
treated  as  an  active  credit  arising  in  that 
year. 

Dispositions 

In  general.— The  conference  agreement 
generally  follows  the  Senate  amendment 
with  respect  to  dispositions  of  Interests  In 
passive  activities  which  trigger  the  allow- 
ance of  suspended  losses.  The  conference 
agreement  clarifies,  however,  that  a  transac- 
tion constituting  a  sale  (or  other  taxable 
disposition)  in  form,  to  the  extent  not  treat- 
ed as  a  taxable  disposition  imder  general  tax 
rules,  does  not  give  rise  to  the  allowance  of 
suspended  deductions.  For  example,  sham 
transactions,  wash  sales,  and  transfers  not 
properly  treated  as  sales  due  to  the  exist- 
ence of  a  put.  call,  or  similar  right  relating 
to  repurchase,  do  not  give  rise  to  the  allow- 
ance of  suspended  losses. 

Related  party  transactions.— The  confer- 
ence agreement  provides  that  the  taxpayer 
Is  not  treated  as  having  disposed  of  an  inter- 


24450 


CONGRESSIONAL  RECORD— HOUSE 


est  In  a  passive  activity,  for  purposes  of  trig- 
gering suspended  losses,  if  he  disposes  of  it 
In  an  otherwise  fully  taxable  transaction  to 
a  related  party  (within  the  meaning  of  sec- 
tion 267(b)  or  707(bKl),  including  applicable 
attribution  rules).  In  the  event  of  such  a  re- 
lated party  transaction,  because  it  is  not 
treated  as  a  disposition  for  purposes  of  the 
passive  loss  rule,  suspended  losses  are  not 
triggered,  but  rather  remain  with  the  tax- 
payer. Such  suspended  losses  may  be  offset 
by  income  from  passive  activities  of  the  tax- 
payer. 

When  the  entire  Interest  owned  by  the 
taxpayer  and  the  Interest  transferred  to  the 
related  transferee  in  the  passive  activity  are 
transferred  to  a  party  who  is  not  related  to 
the  taxpayer  (within  the  meaning  of  section 
267(b)  or  707(bKl),  including  applicable  at- 
tribution rules)  in  a  fully  Uxable  disposi- 
tion, then  to  the  extent  the  transfer  would 
otherwise  qualify  as  a  disposition  triggering 
suspended  losses,  the  taxpayer  may  deduct 
the  suspended  losses  attributable  to  his  in- 
terest in  the  passive  activity. 

Certain  insurance  transactions.— CXarifi- 
catlon  is  provided  with  respect  to  certain 
transactions  Involving  dispositions  of  inter- 
ests in  syndicates  that  insure  D.S.  risks. 
Generally,  when  an  owner  of  an  interest  in 
such  a  syndicate  that  is  treated  as  a  passive 
activity  enters  into  a  transaction  whereby 
he  disposes  of  his  interest  in  the  syndicate 
in  a  fully  taxable  closing  transaction,  he  is 
treated  as  having  made  a  disposition  of  his 
Interest  in  the  passive  activity. 

Abandonment.— The  scope  of  a  disposition 
triggering  suspended  losses  under  the  pas- 
sive loss  rule  includes  an  abandonment,  con- 
stituting a  fully  taxable  event  under  present 
law,  of  the  taxpayers  entire  interest  in  a 
passive  activity.  Thus,  for  example,  if  the 
taxpayer  owns  rental  property  which  he 
abandons  in  a  taxable  event  which  would 
give  rise  to  a  deduction  under  section  165(a) 
of  present  law,  the  abandonment  consiti- 
tutes  a  taxable  disposition  that  triggers  the 
recognition  of  suspended  losses  under  the 
passive  loss  rule. 

Similarly,  to  the  extent  that  the  event  of 
the  worthlessness  of  a  security  is  treated 
under  section  165(g)  of  the  Code  as  a  sale  or 
exchange  of  the  security,  and  the  event  oth- 
erwise represents  the  disposition  of  an 
entire  interest  in  a  passive  activity,  it  is 
treated  as  a  disposition.  No  inference  is  in- 
tended with  respect  to  whether  a  security 
includes  an  interest  in  any  entity  other  than 
a  corporation. 

Interaction  tDith  capital  loss  limitation.— 
Upon  a  fully  taxable  disposition  of  a  taxpay- 
er's entire  interest  In  a  passive  activity,  the 
passive  loss  rule  provides  that  any  deduc- 
tions previously  suspended  with  respect  to 
that  activity  are  allowed  in  full.  However,  to 
the  extent  that  any  loss  recognized  upon 
such  a  disposition  is  a  loss  from  the  sale  or 
exchange  of  a  capital  asset,  it  is  limited  to 
the  amount  of  gains  from  the  sale  or  ex- 
change of  capital  assets  plus  $3,000  (in  the 
case  of  individuals).  The  limitation  on  the 
deductibility  of  capital  losses  is  applied 
before  the  determination  of  the  amount  of 
losses  allowable  upon  the  disposition  under 
the  passive  loss  rule. 

Thus,  for  example,  if  a  taxpayer  has  a 
capital  loss  of  $10,000  upon  the  disposition 
of  a  passive  activity,  and  is  also  allowed  to 
deduct  )5,000  of  previously  suspended  ordi- 
nary losses  as  a  result  of  the  disposition,  the 
$5,000  of  ordinary  losses  are  allowed,  but 
the  capital  loss  deduction  is  limited  to 
$9,000  for  the  year  (assiuning  the  taxpayer 
bas  no  other  gains  or  losses  from  the  sale  of 
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capital  assets  for  the  year).  The  remainder 
of  the  capital  loss  from  the  disposition  is 
carried  forward  and  allowed  in  accordance 
with  the  provisions  determining  the  allow- 
ance of  such  capital  losses. 

Basis  adjustment  for  credits.— Under  the 
conference  agreement,  an  election  is  provid- 
ed in  the  case  of  a  fully  taxable  disposition 
of  an  interest  in  an  activity  in  connection 
with  which  a  basis  adjustment  was  made  as 
a  result  of  placing  in  service  property  for 
which  a  credit  was  taken.  Upon  such  a  dis- 
position, the  taxpayer  may  elect  to  increase 
the  basis  of  the  credit  property  (by  an 
amount  no  greater  than  the  amount  of  the 
original  basis  reduction  of  the  property)  to 
the  extent  that  the  credit  has  not  thereto- 
fore been  allowed  by  reason  of  the  passive 
loss  rule.  At  the  time  of  the  basis  adjust- 
ment election,  the  amount  of  the  suspended 
credit  which  may  thereafter  be  applied 
against  tax  liability  is  reduced  by  the 
amount  of  the  basis  adjustment.  The  pur- 
pose for  providing  this  election  is  to  permit 
the  taxpayer  to  recognize  economic  gain  or 
loss,  taking  account  of  the  full  cost  of  prop- 
erty for  which  no  credit  was  aUowed. 

This  rule  may  be  illustrated  as  follows.  A 
taxpayer  places  in  service  rehabilitation 
credit  property  generating  an  allowable 
credit  of  $50,  and  reduces  the  basis  of  the 
property  by  $50  as  required  by  the  provi- 
sions governing  the  rehabilitation  credit, 
but  is  prevented  under  the  passive  loss  rule 
from  taking  any  portion  of  the  credit.  In  a 
later  year,  having  been  allowed  no  portion 
of  the  credit  by  virtue  of  the  passive  loss 
rule,  the  taxpayer  disposes  of  his  entire  in- 
terest in  the  activity,  including  the  property 
whose  basis  was  reduced.  Immediately  prior 
to  the  disposition,  the  taxpayer  may  elect  to 
increase  basis  of  the  credit  property  by  the 
amount  of  the  original  basis  adjustment  (to 
the  extent  of  the  amount  of  the  unused 
credit)  with  respect  to  the  property. 

If  the  property  is  disposed  of  in  a  transac- 
tion that,  under  the  passive  loss  nile,  does 
not  constitute  a  fuUy  taxable  disposition  of 
the  taxpayer's  entire  interest  in  the  passive 
activity,  then  no  basis  adjustment  may  be 
elected  at  any  time.  To  the  extent  the  credit 
has  been  suspended  by  virtue  of  the  passive 
loss  rule,  however,  it  may  remain  available 
to  offset  tax  liability  attributable  to  passive 
income. 

Disjwsition  of  activity  of  limited  partner- 
ship.— In  general,  under  the  passive  loss 
rule,  suspended  deductions  are  allowed  upon 
a  taxable  disposition  of  the  taxpayer's 
entire  interest  in  an  activity,  because  It  be- 
comes possible  at  that  time  to  measure  the 
taxpayer's  actual  gain  or  loss  from  the  activ- 
ity. Under  the  Senate  amendment,  a  special 
rule  would  apply  to  dispositions  with  re- 
spect to  limited  partnership  interests.  The 
special  rule  requires  the  taxpayer  to  dispose 
of  his  entire  interest  in  the  limited  partner- 
ship (along  with  all  other  interests  that  are 
part  of  the  passive  activity)  in  order  to  trig- 
ger suspended  deductions  with  respect  to 
any  activities  conducted  by  the  limited  part- 
nership. 

The  conferees  believe  that  it  is  not  appro- 
priate to  disallow  a  true  economic  loss  real- 
ized upon  the  disposition  of  the  taxpayer's 
entire  interest  in  an  activity  by  reason  of 
the  taxpayer's  form  of  ownership.  There- 
fore, the  conference  agreement  eliminates 
this  special  rule  for  dispositions  of  limited 
partnership  activities,  and  provides  instead 
that  a  disposition  of  the  taxpayer's  entire 
interest  in  an  activity  conducted  by  a  limit- 
ed partnership,  like  a  disposition  of  an  activ- 
ity conducted  in  any  other  form,  may  con- 


stitute a  disposition  giving  rise  to  the  allow- 
ance of  suspended  deductions  from  the  ac- 
tivity. 

The  conferees  do  not,  however,  intend  to 
change  the  rule  that  a  limited  partnership 
interest  in  an  activity  is  (except  as  provided 
in  Treasury  regulations)  treated  as  an  inter- 
est in  a  passive  activity.  Because  a  limited 
partner  generally  is  precluded  from  materi- 
ally participating  in  the  partnership's  activi- 
ties, losses  and  credits  attributable  to  the 
limited  partnership's  activities  are  generally 
treated  as  from  passive  activities,  except 
that  items  properly  treated  as  portfolio 
income  and  personal  service  income  are  not 
treated  as  passive. 

Changes  in  nature  of  activity.— The  fact 
that  the  nature  of  an  activity  changes  tn 
the  course  of  its  development  does  not  give 
rise  to  a  disposition  for  purposes  of  the  pas- 
sive loss  provision.  For  example,  when  a  real 
estate  construction  activity  becomes  a 
rental  activity  upon  the  completion  of  con- 
struction and  the  commencement  of  renting 
the  constructed  building,  the  change  is  not 
treated  as  a  disposition. 
3.  Treatment  of  portfolio  income 

In  general 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  respect  to 
the  definition  and  treatment  of  portfolio 
income,  with  several  modifications  and  clari- 
fications. 

Generally,  portfolio  income  of  an  activity 
(for  example,  interest,  dividend,  royalty  or 
annuity  income  earned  on  funds  set  aside 
for  future  use  in  the  activity)  is  not  treated 
as  passive  income  from  the  activity,  but 
must  be  accounted  for  separately.'  Similar- 
ly, portfolio  income  of  an  entity  which  Is 
not  attributable  to,  or  part  of,  an  activity  of 
the  entity  that  constitutes  a  passive  activity 
is  also  accounted  for  separately  from  any 
passive  income  or  loss.  Gain  or  loss  from 
sales  or  exchanges  of  portfolio  assets  (in- 
cluding property  held  for  investment)  is 
treated  as  portfolio  gain  or  loss.  The  confer- 
ence agreement  adds  a  provision  clarifying 
that  income  from  annuities  is  treated  as  not 
passive  income. 

Expenses  allocable  to  portfolio  income.— 
The  conference  agreement  provides  that 
portfolio  income  is  reduced  by  the  deducti- 
ble expenses  (other  than  interest)  that  are 
clearly  and  directly  allocable  to  such 
income.  Properly  allocable  interest  expense 
also  reduces  portfolio  income.  Such  deduc- 
tions accordingly  are  not  treated  as  attribut- 
able to  a  passive  activity. 

The  conferees  anticipate  that  the  Treas- 
ury will  issue  regulations  setting  forth 
standards  for  appropriate  allocation  of  ex- 
penses and  interest  under  the  passive  loss 
rule.  The  conferees  anticipate  that  regula- 
tions providing  guidance  to  taxpayers  with 
respect  to  interest  allocation  will  be  issued 
by  December  31,  1986.  These  regulations 
should  be  consistent  with  the  purpose  of 
the  passive  loss  rules  to  prevent  sheltering 
of  income  from  personal  services  and  portfo- 
lio income  with  passive  losses.  Moreover,  the 
regulations  should  attempt  to  avoid  incon- 
sistent allocation  of  interest  deductions 
under  different  Code  provisions.'* 


'The  Senate  Report  notes  that  REIT  dividends 
are  treated  as  portfolio  income.  Similarly,  income 
received  from  a  RIC  or  a  real  estate  mortgage  in- 
vestment conduit  (REMIC)  is  treated  as  portfolio 
income. 

*  For  example,  an  interest  deduction  that  is  disal- 
lowed under  section  365  or  291  should  not  be  al- 
lowed, capitalized,  or  suspended  under  another  pro- 
vision. 


In  the  case  ol 
allocation  may 
tlon  of  interesl 
basis  of  assets, 
tions  in  which 
cause  of  the  in 
actions  involves 
recordkeeping 
Interest  expec 
rather  than  tn 
the  case  of  indi 
erally  will  be  t 
which  is  purct; 
or  continuing  t 
Self-charged 
with  respect 
where  an  indiv 
on  debt  of  a  pa 
owns  an  inte: 
stances,  the  i 
"self -charged," 
nlflcance.  For 
payer  charges 
an  S  corporat 
shareholder.  Ii 
be  viewed  as  i 
ments  of  Intel 
interest  expen; 
stance  the  tax; 
himself. 

Under  these 
propriate  to  ti 
rise  both  to  po 
passive  Intere 
extent  that  i 
income  with  i 
through  entit: 
ship  interest,  s 
to  offset  th 
through  to  th 
for  the  same  U 
The  amoun 
partner  from 
offset  by  the 
nership  on  th 
taxpayer's  allc 
pense  to  the 
special  allocat 
an  Individual 
partnership  tl 
ty  in  which  h 
pate,  and  the 
partnership  o: 
$100  of  intere 
40  percent  of 
pense  is  aUoci 
of  the  partn 
should  be  pei 
the  partnersh 
remaining  $6(1 
lio  Income  thi 
losses. 

The  confer 
regulations  wj 
above  result, 
the  extent  ap! 
tions  in  whicl 
above  is  appr 
ment  to  a  taxi 
has  an  ownc 
should  not,  hi 
ductions  to  of 
to  the  exten 
share  of  the  s 
regulations  i 
that  taxpayei 
ment  for  thi 
without  regar 
Regulatory 
ing  non-passi 
Ueve  that  clai 
the  regulatoi 
Treasury  wit 
income  that  L 


UMI 


September  18, 1986 


CONGRESSIONAL  RECORD— HOUSE 


24451 


to  the  allow- 
from  the  ac- 

rer,  intend  to 
I  partnership 
it  as  provided 
d  as  an  inter- 
use  a  limited 
from  materi- 
rship's  activi- 
itable  to  the 
are  generally 
rities,  except 
as  portfolio 
come  are  not 


lenerally  fol- 

th  respect  to 

of  portfolio 

)ns  and  clari- 

if  an  activity 
d,  royalty  or 
ids  set  aside 
s  not  treated 
activity,  but 
;ly.'  Similar- 
ity which  is 
in  activity  of 
ssive  activity 
ly  from  any 
or  loss  from 
o  assets  (in- 
vestment) is 
.  The  confer- 
}n  clarifying 
reated  as  not 


t  the  Treas- 
jtting    forth 
:ation  of  ex- 
passive  loss 
that  regula- 
:payers  with 
iU  be  issued 
regulations 
purpose  of 
It  sheltering 
>  and  portfo- 
[oreover,  the 
avoid  incon- 
deductions 


EIT  dividends 
lilarly,  income 
•■  mortgage  in- 
d  as  portfolio 

[1  that  is  dlsal- 
iild  not  be  al- 
r  another  pro- 


In  the  case  of  entities,  a  proper  method  of 
allocation  may  include,  for  example,  alloca- 
tion of  interest  to  portfolio  income  on  the 
basis  of  assets,  although  there  may  be  situa- 
tions in  which  tracing  is  appropriate  be- 
cause of  the  integrated  nature  of  the  trans- 
actions involved.  Because  of  the  difficulty  of 
recordkeeping  that  would  be  required  were 
interest  expense  of  individuals  allocated 
rather  than  traced,  it  is  anticipated  that,  in 
the  case  of  individuals,  interest  expense  gen- 
erally will  be  traced  to  the  asset  or  activity 
which  is  purchased  or  carried  by  incurring 
or  continuing  the  underlying  indebtedness. 

Self-chaived  interest.— A  further  issue 
with  respect  to  portfolio  income  arises 
where  an  Individual  receives  interest  income 
on  debt  of  a  passthrough  entity  in  which  he 
owns  an  interest.  Under  certain  circum- 
stances, the  interest  may  essentially  be 
"self-charged,"  and  thus  lacli  economic  sig- 
nificance. For  example,  assume  that  a  tax- 
payer charges  $100  of  interest  on  a  loan  to 
an  S  corporation  in  which  he  is  the  sole 
shareholder.  In  form,  the  transaction  could 
be  viewed  as  giving  rise  to  offsetting  pay- 
ments of  interest  income  and  passthrough 
interest  expense,  although  in  economic  sub- 
stance the  taxpayer  has  paid  the  interest  to 
himself. 

Under  these  circimistances,  it  is  not  ap- 
propriate to  treat  the  transaction  as  giving 
rise  both  to  portfolio  Interest  income  and  to 
passive  interest  expense.  Rather,  to  the 
extent  that  a  taxpayer  receives  Interest 
Income  with  respect  to  a  loan  to  a  pass- 
through  entity  in  which  he  has  an  owner- 
ship interest,  such  income  should  be  allowed 
to  offset  the  interest  expense  passed 
through  to  the  taxpayer  from  the  activity 
for  the  same  taxable  year. 

The  amount  of  interest  income  of  the 
partner  from  the  loan  that  is  appropriately 
offset  by  the  interest  expense  of  the  part- 
nership on  the  loan  should  not  exceed  the 
taxpayer's  allocable  share  of  the  interest  ex- 
pense to  the  extent  not  increased  by  any 
special  allocation.  For  example,  assume  that 
an  Individual  has  a  40-percent  interest  In  a 
partnership  that  conducts  a  business  activi- 
ty in  which  he  does  not  materially  partici- 
pate, and  the  Individual  malices  a  loan  to  the 
partnership  on  which  the  partnership  pays 
$100  of  interest  expense  for  the  year.  Since 
40  percent  of  the  partnership's  interest  ex- 
pense is  allocable  to  the  individual,  only  $40 
of  the  partner's  $100  of  interest  income 
should  be  permitted  to  offset  his  share  of 
the  partnership  interest  expense,  and  the 
remaining  $60  is  properly  treated  as  portfo- 
lio income  that  cannot  be  offset  by  passive 
losses. 

The  conferees  anticipate  that  Treasury 
regulations  will  be  issued  to  provide  for  the 
above  result.  Such  regulations  may  also,  to 
the  extent  appropriate,  identify  other  situa- 
tions in  which  netting  of  the  Itlnd  described 
above  Is  appropriate  with  respect  to  a  pay- 
ment to  a  taxpayer  by  an  entity  In  which  he 
has  an  ownership  interest.  Such  netting 
should  not,  however,  permit  any  passive  de- 
ductions to  offset  non-passive  income  except 
to  the  extent  of  the  taxpayer's  aUocable 
share  of  the  specific  payment  at  issue.  Such 
regulations  may,  if  appropriate,  provide 
that  taxpayer's  allocable  share  of  the  pay- 
ment for  this  purpose  will  be  determined 
without  regard  to  special  allocations. 

RegvUUoTy  authority  of  Treasury  in  defin- 
ing non-paasive  income.— The  conferees  be- 
lieve that  clarification  is  desirable  regarding 
the  regulatory  authority  provided  to  the 
Treasury  with  regard  to  the  definition  of 
income  that  is  treated  as  portfolio  income  or 


as  otherwise  not  arising  from  a  passive  ac- 
tivity. The  conferees  intend  that  this  au- 
thority be  exercised  to  protect  the  underly- 
ing purpose  of  the  passive  loss  provision, 
i.e.,  preventing  the  sheltering  of  positive 
income  sources  through  the  use  of  tax 
losses  derived  from  passive  business  activi- 
ties. 

Examples  where  the  exercise  of  such  au- 
thority may  (if  the  Secretary  so  determines) 
be  appropriate  include  the  following:  (1) 
ground  rents  that  produce  income  without 
significant  expenses,  (2)  related  party  leases 
or  sub-leases,  with  respect  to  property  used 
in  a  business  activity,  that  have  the  effect 
of  reducing  active  business  income  and  cre- 
ating passive  Income;  and  (3)  activities  pre- 
viously generating  active  business  losses 
that  the  taxpayer  intentionally  seeks  to 
treat  as  passive  at  a  time  when  they  gener- 
ate net  income,  with  the  purpose  of  circum- 
venting the  rule. 

4.  Material  participation 

Under  the  conference  agreement,  material 
participation  has  the  same  meaning  as  that 
set  forth  in  the  Senate  Report.  It  is  clarified 
that  an  individual  who  works  full-time  in  a 
line  of  business  consisting  of  one  or  more 
business  activities  generally  is  likely  to  be 
materially  participating  in  those  activities 
(except  to  the  extent  provided  otherwise  In 
the  case  of  rental  activities),  even  if  the  In- 
dividual's role  is  in  management  rather 
than  operations. 

This  clarification  is  not  intended  to  alter 
the  description  of  material  participation  in 
the  Senate  Report  In  any  respect.  Rather,  It 
recognizes  the  substantial  likelihood  that, 
despite  the  difficulty  In  many  circumstances 
of  ascertaining  whether  the  management 
services  rendered  by  an  individual  are  sub- 
stantial and  bona  fide,  such  services  are 
likely  to  be  so  when  the  individual  is  render- 
ing them  on  a  full-time  basis  and  the  suc- 
cess of  the  activity  depends  in  large  part 
upon  his  exercise  of  business  judgment. 

It  Is  also  clarified  that  a  taxpayer  is  likely 
to  be  materially  participating  in  an  activity, 
if  he  does  everything  that  is  required  to  be 
done  to  conduct  the  activity,  even  though 
the  actual  amount  of  work  to  be  done  to 
conduct  the  activity  is  low  in  comparison  to 
other  activities. 

With  respect  to  material  participation  in 
an  agricultural  activity,  clarification  is  pro- 
vided regarding  the  decision-making  that,  if 
bono  fide  and  undertaken  on  a  regular,  con- 
tinuous, and  substantial  basis,  may  be  rele- 
vant to  material  participation.  The  types  of 
decision-making  that  may  be  relevant  in 
this  regard  Include,  without  being  limited 
to.  decision-making  regarding  (1)  crop  rota- 
tion, selection,  and  pricing,  (2)  the  Incursion 
of  embryo  transplant  or  breeding  expenses, 
(3)  the  purchase,  sale,  and  leasing  of  capital 
Items,  such  as  cropland,  animals,  machinery, 
and  equipment,  (4)  breeding  and  mating  de- 
cisions, and  (5)  the  selection  of  herd  or  crop 
managers  who  then  act  at  the  behest  of  the 
taxpayer,  rather  than  as  paid  advisors  di- 
recting the  conduct  of  the  taxpayer. 

5.  Dennition  of  activity 

It  is  clarified  that  a  rental  activity  may  in- 
clude the  performance  of  services  that  are 
incidental  to  the  activity  (e.g.,  a  laundry 
room  in  a  rental  apartment  building).  How- 
ever, if  a  sufficient  amount  of  such  services 
are  rendered,  they  may  rise  to  the  level  of  a 
separate  activity,  or  the  entire  activity  may 
not  constitute  a  rental  activity  under  the 
provision  (e.g.,  a  hotel). 


6.  Working  interest 

The  conference  agreement  follows  the 
Senate  amendment  with  respect  to  the 
working  interest  provision  under  the  passive 
loss  rules. 

7.  Effective  date  and  phase-in  rules 

Under  the  conference  agreement,  interests 
in  passive  activities  acquired  by  the  taxpay- 
er on  or  before  the  date  of  enactment  of  the 
bill  are  eligible  for  the  phase-In  under  the 
passive  loss  rule.  Interests  in  activities  ac- 
quired after  the  date  of  enactment,  howev- 
er, are  not  eUgible  for  the  phase-in,  but 
rather  are  fully  subject  to  the  passive  loss 
rule. 

The  conferees  intend  that  a  contractual 
obligation  to  purchase  an  interest  in  a  pas- 
sive activity  that  is  binding  on  the  date  of 
enactment  be  treated  as  an  acquisition  of 
the  Interest  In  the  activity  for  this  purpose. 
A  binding  contract  qualifies  under  this  rule, 
even  if  the  taxpayer's  obligation  to  acquire 
an  interest  is  subject  to  contingencies,  so 
long  as  the  contingencies  are  beyond  the 
reasonable  control  of  the  taxpayer.  Thus,  if 
the  taxpayer  has,  by  the  date  of  enactment, 
signed  a  subscription  agreement  to  purchase 
a  limited  partnership  interest  contingent 
upon  the  agreement  of  other  purchasers  to 
acquire  interests  in  the  limited  partnership 
amounting  to  a  particular  total,  then  if  the 
contingency  is  satisfied,  he  is  eligible  for  the 
phase-in  rule  with  respect  to  the  interest  he 
was  contractually  bound  to  acquire.  On  the 
other  hand,  a  conditional  obligation  to  pur- 
chase, or  one  subject  to  contingencies 
within  the  taxpayer's  control,  does  not  give 
rise  to  eligibility  under  the  phase-In  rule. 

In  the  case  where,  after  the  date  of  enact- 
ment, investors  in  an  activity  contribute  ad- 
ditional capital  to  the  activity,  their  inter- 
ests still  qualify  in  full  for  relief  under  the 
phase-in  to  the  extent  that  their  percentage 
ownership  interests  do  not  change  as  a 
result  of  the  contribution.  However,  if  a  tax- 
payer's ownership  Interest  is  Increased  after 
the  date  of  enactment,  then  (except  to  the 
extent  the  increase  in  the  taxpayer's  inter- 
est arises  pursuant  to  a  pre-enactment  date 
binding  contract  or  partnership  agreement), 
the  portion  of  his  interest  attributable  to 
such  increase  does  not  qualify  for  the 
phase-in  relief.  For  example,  if  a  taxpayer, 
after  the  date  of  enactment,  increases  his 
ownership  Interest  In  a  partnership  from  25 
percent  to  50  percent,  then  only  the  losses 
attributable  to  the  25  percent  Interest  held 
prior  to  enactment  will  qualify  for  transi- 
tional relief.* 

In  general,  in  order  to  qualify  for  transi- 
tion relief,  the  interest  acquired  by  a  tax- 
payer must  lie  in  an  activity  which  has  com- . 
menced  by  the  date  of  enactment.  For  ex- 
ample, a  rental  activity  has  commenced 
when  the  rental  property  has  been  placed  In 
service  in  the  activity.  When  an  entity  in 
which  the  Uxpayer  owns  an  interest  liqui- 
dates or  disp>oses  of  one  activity  and  com- 
mences another  after  the  date  of  enact- 
ment, the  new  activity  does  not  qualify  for 
transition  relief.  In  the  case  of  property 
purchased  for  personal  use  but  converted  to 
business  use  (e.g.,  a  home  that  the  taxpayer 


•  Phase-in  relief  applies  only  with  respect  to  the 
percentage  interest  held  by  the  taxpayer  at  all 
times  after  the  date  of  enactment.  Thus,  for  exam- 
ple, if  a  taxpayer  after  the  dale  of  enactment  re- 
duces his  interest  in  an  activity  from  50  percent  to 
25  percent,  and  subsequently  purchases  additional 
interests  restoring  his  share  to  50  percent,  then 
only  the  25  percent  share  held  throughout  qualifies 
for  phase-in  relief  after  such  subsequent  purchase. 
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converts  to  rental  use),  similar  rules  apply. 
The  activity  qualifies  for  phase-in  relief  If  It 
commences  by  the  date  of  enactment.  In  the 
case  of  a  residence  converted  to  rental  use. 
for  example,  the  residence  must  be  held  out 
for  rental  by  the  date  of  enactment. 

However,  In  the  case  of  an  activity  that 
has  not  commenced  by  the  date  of  enact- 
ment, phase-In  treatment  nevertheless  ap- 
plies If  the  entity  (or  an  individual  owning 
the  activity  directly)  has  entered  Into  a 
binding  contract  effective  on  or  before  the 
date  of  conference  action  (August  16.  1986). 
to  acquire  the  assets  used  to  conduct  the  ac- 
tivity. Similarly,  phase-in  treatment  applies 
in  the  case  of  self-constructed  business 
property  of  an  entity  (or  direct  owner). 
where  construction  of  the  property  to  be 
used  in  the  activity  has  commenced  on  or 
before  the  date  of  conference  action 
(August  16.  1986). 

In  the  case  of  a  taxpayer  owning  both  pre- 
enactment  and  post-enactment  interests  in 
passive  activities,  clarification  Is  provided 
regarding  the  calculation  of  the  amount  of 
passive  loss  qualifying  for  the  phase-in.  In 
order  to  determine  this  amount,  it  is  neces- 
sary first  to  determine  the  amount  that 
would  be  disallowed  absent  the  phase-in. 
Phase-in  relief  then  applies  to  the  lesser  of 
the  taxpayer's  total  passive  loss,  or  the  pas- 
sive loss  taUng  into  account  only  pre-enact- 
ment  Interests.  Thus,  for  example,  if  a  tax- 
payer has  $100  of  passive  loss  relating  to 
pre-enactment  interests,  that  would  be  dis- 
allowed in  the  absence  of  the  phase-in.  and 
has  $60  of  net  passive  income  from  post-en- 
actment Interests,  resulting  in  a  total  pas- 
sive loss  of  $40.  then  the  phase-in  treatment 
applies  to  the  lesser  of  $100  or  $40.  (i.e.. 
$40).  For  purposes  of  tills  rule,  the  pre-en- 
actment and  post-enactment  losses  are  cal- 
culated by  including  credits,  in  a  deduction- 
equivalent  sense. 

Under  the  conference  agreement,  any  pas- 
sive loss  that  is  disallowed  for  a  taxable  year 
during  the  phase-in  period  and  carried  for- 
ward is  allowable  in  a  subsequent  year  only 
to  the  extent  that  there  is  net  passive 
income  in  the  subsequent  year  (or  there  is  a 
fully  taxable  disposition  of  the  activity). 

For  example,  assume  that  a  taxpayer  has 
a  passive  loss  of  $100  in  1987.  $65  of  which  is 
allowed  under  the  applicable  phase-in  per- 
centage for  the  year  and  $35  of  which  is  car- 
ried forward.  Such  $35  is  not  allowed  in  part 
in  a  subsequent  year  under  the  phase-in 
percentage  applying  for  such  year.  If  the 
taxpayer  has  a  passive  loss  of  $35  in  1988. 
including  the  amount  carried  over  from 
1987.  then  no  relief  under  the  phase-in  is 
provided.  If  the  taxpayer  has  a  passive  loss 
of  $50  in  1988  (consisting  of  the  $35  from 
1987  and  $15  from  1988.  all  of  which  is  at- 
tributable to  pre-enactment  interests),  then 
$6  of  losses  (40  percent  of  the  $15  loss  aris- 
ing in  1988)  is  allowed  against  active  income 
under  the  phase-in  rule.  The  $35  loss  carry- 
over from  1987  is  disallowed  in  1988  and  is 
carried  forward  (along  with  the  disallowed 
$9  from  1988)  and  allowed  in  any  subse- 
quent year  In  which  the  taxpayer  has  net 
passive  income. 

It  is  clarified  that  the  applicable  phase-in 
percentage  applies  to  the  passive  loss  net  of 
any  portion  of  such  loss  that  may  be  al- 
lowed against  non-passive  income  under  the 
$25,000  rule. 

Transition  relief  is  provided  In  the  case  of 
low-income  housing  activities.  Losses  from 
certain  investments  after  1983  in  low- 
income  housing  are  not  treated  as  from  a 
passive  activity.  appUcable  for  a  period  of 
up  to  seven  years  from  the  taxpayer's  origi- 
nal investment. 
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C.  Nonbusiness  Interest  Limits 

Present  Law 
In  the  case  of  a  noncorporate  taxpayer, 
deductions  for  Interest  on  debt  Incurred  or 
continued  to  purchase  or  carry  property 
held  for  Investment  are  generally  limited  to 
$10,000  per  year,  plus  the  taxpayer's  net  in- 
vestment income,  plus  certain  deductible  ex- 
penditures in  excess  of  rental  Income  from 
net  lease  property.  Investment  interest  paid 
or  accrued  during  the  year  which  exceeds 
this  limitation  is  not  permanently  disal- 
lowed, but  is  subject  to  an  unlimited  carry- 
over and  may  be  deducted  in  future  years 
(subject  to  the  applicable  limitation). 

Net  investment  income  means  investment 
income  net  of  investment  expenses.  Invest- 
ment income  is  income  from  interest,  divi- 
dends, rents,  royalties,  short-term  capital 
gains  arising  from  the  disposition  of  invest- 
ment assets,  and  certain  recapture  amounts, 
but  only  if  the  income  is  not  derived  from 
the  conduct  of  a  trade  or  business.  Invest- 
ment expenses  are  trade  or  business  ex- 
penses, real  and  personal  property  taxes, 
bad  debts,  depreciation,  amortizable  l)ond 
premiums,  expenses  for  the  production  of 
income,  and  depletion,  to  the  extent  these 
expenses  are  directly  connected  with  the 
production  of  Investment  Income.  For  this 
purpose,  straight-line  (not  accelerated)  de- 
preciation over  useful  life,  and  cost  (not  per- 
centage) depletion  are  used  in  calculating 
investment  expenses. 

House  Bill 

Under  the  House  bill,  the  deduction  for 
nonbusiness  interest  of  noncorporate  tax- 
payers is  limited  to  $10,000  ($20,000  for  joint 
returns),  plus  net  investment  income,  plus 
certain  deductible  expenditures  in  excess  of 
rental  income  from  net  lease  property.  In- 
terest on  debt  secured  by  the  taxpayer's 
principal  residence  or  by  a  second  residence 
of  the  taxpayer  (to  the  extent  of  their  fair 
market  values)  is  not  subject  to  limitation. 
A  residential  lot  is  treated  as  a  residence 
and  up  to  6  weeks  of  time-sharing  of  resi- 
dential properties  is  treated  as  one  resi- 
dence. Interest  expense  attributable  to  low 
Income  housing  which  is  ( 1 )  very  low  income 
housing.  (2)  certain  bond-financed  low- 
income  housing,  or  (3)  housing  eligible  for 
5-year  amortization  of  rehabilitation  ex- 
penses under  present  law.  is  not  subject  to 
the  limitation. 

Nonbusiness  interest  means  all  interest 
not  incurred  In  the  taxpayer's  trade  or  busi- 
ness, including  the  taxpayer's  share  of  inter- 
est of  S  corporations  in  whose  management 
he  does  not  actively  participate,  the  taxpay- 
er's share  of  interest  expense  of  limited 
partnerships  in  which  he  is  a  limited  part- 
ner, and  the  taxpayer's  share  of  interest  ex- 
pense of  certain  trusts  and  other  entities  in 
which  he  Is  a  limited  entrepreneur. 

Net  investment  income  means  investment 
income  net  of  investment  expense.  Invest- 
ment income  is  expanded  to  include  the 
same  items  as  under  present  law  plus  the 
taxable  portion  of  net  gain  from  the  disposi- 
tion of  investment  property,  plus  income  or 
loss  from  Investments,  interest  from  which 
would  tie  nonbusiness  interest  under  the 
provision.  Investment  expense  includes  the 
same  items  as  under  present  law.  except 
that  it  includes  the  depreciation  and  deple- 
tion actually  utilized  by  the  taxpayer. 

Generally,  as  under  present  law.  property 
subject  to  a  net  lease  is  treated  as  invest- 
ment property.  The  bill  modifies  the  15-per- 
cent test  of  present  law.  which  determines 
whether  leased  property  is  subject  to  a  net 
lease.  Under  the  bUl,  in  determining  wheth- 
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er  certain  expenses  constituting  trade  or 
business  deductions  are  less  than  15  percent 
of  the  rental  income  from  the  leased  proper- 
ty, the  value  of  the  personal  management 
and  repair  services  performed  with  respect 
to  the  leased  property  by  an  individual  tax- 
payer if  he  is  a  direct  owner  may  be  count- 
ed. Management  and  repair  services  of  the 
taxpayer  if  he  is  a  general  partner  in  a  gen- 
eral partnership  that  directly  owns  the 
leased  property  may  also  be  counted. 

The  provision  is  phased  in  over  a  10-year 
period,  effective  for  taxable  years  beginning 
after  December  31,  1985.  Interest  not  disal- 
lowed under  present  law,  but  which  is  disal- 
lowed under  the  new  provision,  becomes 
subject  to  disallowance  ratably  (10  percent 
per  year)  over  10  years  commencing  with 
taxable  years  beginning  in  1986. 

Senate  Amendment 

The  Senate  amendment  provides  that  the 
deduction  for  Investment  Interest  of  noncor- 
porate taxpayers  is  limited  to  net  invest- 
ment Income,  plus  certain  deductible  ex- 
penditures in  excess  of  rental  income  from 
net  lease  property.  Consumer  interest  is  not 
deductible.  Interest  on  debt  secured  by  the 
taxpayer's  principal  residence  and  a  second 
residence  of  the  taxpayer  (to  the  extent  of 
their  fair  market  values)  is  not  subject  to 
limitation. 

Investment  interest  (In  conformity  with 
the  passive  loss  rule)  includes  all  Interest 
subject  to  limitation  in  the  House  bill  as 
well  as  other  interest  attributable  to  an  ac- 
tivity in  which  the  taxpayer  does  not  mate- 
rially participate  (or  in  the  case  of  rental 
real  estate  activities,  does  not  actively  par- 
ticipate). Material  participation  and  active 
participation  have  the  same  meanings  as 
imder  the  passive  loss  rule.  Consumer  inter- 
est means  interest  not  attributable  to  a 
trade  or  business  (other  than  the  trade  or 
business  of  i>erforming  services  as  an  em- 
ployee) or  to  an  activity  engaged  in  for 
profit. 

Net  investment  income  means  investment 
income  net  of  investment  expense.  Invest- 
ment Income  is  expanded  to  include  the 
same  items  as  under  present  law  plus  the 
taxable  portion  of  net  gain  from  the  disposi- 
tion of  investment  property,  plus  income 
from  investments.  Interest  from  which 
would  be  Investment  interest  under  the  pro- 
vision. 

The  Senate  amendment  is  the  same  as  the 
House  biU  with  respect  to  net  lease  proper- 
ty. 

The  provision  Is  phased  in.  effective  for 
taxable  years  beginning  after  December  31, 

1986.  Interest  not  disallowed  under  present 
law.  but  which  is  disallowed  imder  the  new 
provision,  becomes  subject  to  disallowance 
35  percent  in  taxable  years  beginning  in 

1987,  60  percent  in  taxable  years  beginning 
in  1988.  80  percent  in  taxable  years  begin- 
ning in  1989.  90  percent  in  taxable  years  be- 
ginning in  1990.  and  100  percent  in  taxable 
years  beginning  after  1990. 

Conference  Agreement 
The   conference   agreement    follows   the 
Senate  amendment,  with  modifications  and 
clarifications. 

Investment  interest 

The  conference  agreement  provides  that 
the  deduction  for  investment  interest  is  lim- 
ited to  the  amount  of  net  investment 
income.  Interest  disallowed  under  the  provi- 
sion is  carried  forward  and  treated  as  invest- 
ment interest  in  the  succeeding  taxable 
year.  Interest  disallowed  under  the  provi- 
sion is  allowed  in  a  subsequent  year  only  to 
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the  extent  the  taxpayer  has  net  investment 
Income  In  such  year. 
Definition  of  investment  interest 
The  definition  of  investment  Interest  is 
modified  to  include  interest  paid  or  accrued 
on  indebtedness  incurred  or  continued  to 
purchase  or  carry  property  held  for  invest- 
ment. Investment  Interest  Includes  interest 
expense  properly  allocable  to  portfolio 
Income  under  the  passive  loss  rule  (see  B., 
above).  Investment  interest  also  includes  in- 
terest expense  properly  allocable  to  an  ac- 
tivity, involving  a  trade  or  business,  in 
which  the  taxpayer  does  not  materially  par- 
ticipate, if  that  activity  is  not  treated  as  a 
passive  activity  under  the  passive  loss  rule. 
Investment  interest  also  includes  the  por- 
tion of  interest  expense  incurred  or  contin- 
ued to  purchase  or  carry  an  interest  in  a 
passive  activity,  to  the  extent  attributable 
to  portfolio  income  (within  the  meaning  of 
the  passive  loss  rule). 

Investment  interest  does  not  include  any 
interest  that  is  taken  into  account  in  deter- 
mining the  taxpayer's  income  or  loss  from  a 
passive  activity.  Investment  interest  does 
not  include  interest  properly  allocable  to  a 
rental  real  estate  activity  in  which  the  tax- 
payer actively  participates,  within  the 
meaning  of  the  passive  loss  rule.  Investment 
interest  also  does  not  include  any  qualified 
residence  interest,  as  described  below. 
Net  investment  income 
Investment  income  includes  gross  income 
from  property  held  for  investment,  gain  at- 
tributable to  the  disposition  of  property 
held  for  investment,  and  amounts  treated  as 
gross  portfolio  income  under  the  passive 
loss  rule.  Investment  income  also  includes 
income  from  interests  in  activities,  involving 
a  trade  or  business,  in  which  the  taxpayer 
does  not  materially  participate,  if  that  activ- 
ity is  not  treated  as  a  passive  activity  under 
the  passive  loss  rule. 

Net  investment  income  is  investment 
income  net  of  investment  expenses.  Invest- 
ment expenses  are  deductible  expenses 
(other  than  interest)  directly  cormected 
with  the  production  of  Investment  income. 
In  determining  deductible  investment  ex- 
penses, it  is  intended  that  investment  ex- 
penses be  considered  as  those  allowed  after 
application  of  the  rule  limiting  deductions 
for  miscellaneous  expenses  to  those  ex- 
penses exceeding  2  percent  of  adjusted  gross 
income.  In  computing  the  amount  of  ex- 
penses that  exceed  the  2-percent  floor,  ex- 
penses that  are  not  investment  expenses  are 
intended  to  be  disallowed  before  any  invest- 
ment expenses  are  disallowed. 

Property  subject  to  a  net  lease  is  not 
treated  as  investment  property  under  this 
provision,  because  it  is  treated  as  a  passive 
activity  under  the  passive  loss  rule.  Income 
from  a  rental  real  estate  activity  in  which 
the  taxpayer  actively  participates  is  not  in- 
cluded in  investment  Income. 

The  investment  interest  limitation  is  not 
intended  to  disallow  a  deduction  for  interest 
expense  which  in  the  same  year  is  required 
to  be  capitalized  (e.g..  construction  interest 
subject  to  sec.  263 A)  or  is  disallowed  under 
sec.  265  (relating  to  tex-exempt  interest). 
Personal  interest 

The  conference  agreement  follows  the 
Senate  amendment  provision  with  respect 
to  consumer  interest  (denominated  personal 
interest  under  the  conference  agreement), 
with  modifications  and  clarifications. 

Under  the  conference  agreement,  personal 
interest  is  not  deductible.  Personal  interest 
is  any  interest,  other  than  interest  incurred 
or  continued  in  connection  with  the  conduct 


of  a  trade  or  business  (other  than  the  trade 
or  business  of  performing  services  as  a  em- 
ployee), investment  interest,'  or  interest 
taken  into  account  in  computing  the  tax- 
payer's income  or  loss  from  passive  activities 
for  the  year.  Personal  interest  also  general- 
ly includes  interest  on  tax  deficiencies. 

Personal  interest  does  not  include  quali- 
fied residence  interest  of  the  taxpayer,  nor 
does  it  include  interest  payable  on  estate 
tax  deferred  under  sec.  6163  or  6166. 
QtMlified  residence  interest 
Under  the  conference  agreement,  quali- 
fied residence  interest  is  not  subject  to  the 
limitation  on  personal  Interest.  Qualified 
residence  interest  generally  means  interest 
on  debt  secured  by  a  security  interest  per- 
fected under  local  law  on  the  taxpayer's 
principal  residence  or  a  second  residence  of 
the  taxpayer,  not  in  excess  of  the  amount  of 
the  taxpayer's  cost  basis  for  the  residence 
(including  the  cost  of  home  improvements), 
plus  the  amount  of  qualified  medical  and 
qualified  educational  expenses.  Qualified 
residence  interest  .does  not  include  interest 
on  any  portion  of  such  debt  in  excess  of  the 
fair  market  value  of  the  residence. 

Qualified  residence  interest  is  calculated 
as  interest  on  debt  secured  by  the  residence, 
up  to  the  amount  of  the  cost  basis  of  the 
residence,  plus  the  amount  incurred  after 
August  16,  1986,  for  qualified  medical  and 
educational  exp)enses.  If  the  amount  of  any 
debt  incurred  on  or  before  August  16,  1986, 
and  secured  by  the  residence  on  August  16, 
1986  (reduced  by  any  principal  payments 
thereon)  exceeds  the  taxpayer's  cost  basis 
for  the  residence,  then  such  amount  shall 
be  substituted  for  the  taxpayer's  cost  basis 
in  applying  the  preceding  sentence.  In- 
creases after  August  16,  1986  in  the  amount 
of  debt  secured  by  the  residence  on  August 
16,  1986  (for  example,  in  the  case  of  a  line  of 
credit)  are  treated  as  incurred  after  August 
16.  1986.  Thus,  interest  on  outstanding  debt 
secured  by  the  taxpayer's  principal  or 
second  residence,  incurred  on  or  before 
August  16.  1986.  is  treated  as  fully  deducti- 
ble (to  the  extent  the  debt  does  not  exceed 
the  fair  market  value  of  the  residence),  re- 
gardless of  the  purpose  for  which  the  bor- 
rowed funds  are  used.  Interest  on  debt  se- 
cured by  the  taxpayer's  principal  or  second 
residence,  incurred  after  August  16.  1986. 
which  debt  exceeds  the  taxpayer's  cost  basis 
in  the  residence,  is  allowed  only  if  the  debt 
is  incurred  for  qualified  medical  or  educa- 
tional expenses. 

For  purposes  of  determining  qualified  res- 
idence interest,  the  amount  of  the  taxpay- 
er's cost  basis  is  determined  without  taking 
into  account  adjustments  to  basis  under  sec. 
1034(e)  (relating  to  rollover  of  gain  upon 
the  sale  of  the  taxpayer's  principal  resi- 
dence), or  1033(b)  (relating  to  involuntary 
conversions).  The  cost  basis  for  the  resi- 
dence includes  the  cost  of  improvements  to 
the  residence  that  are  added  to  the  basis  of 
the  residence.  The  taxpayer's  cost  basis  is 
determined  without  regard  to  other  adjust- 
ments to  basis,  such  as  depreciation.  Thus, 
for  example,  if  a  taxpayer's  second  resi- 
dence is  rented  to  tenants  for  a  portion  of 
the  year,  and  its  basis  is  reduced  by  deduc- 
tions for  depreciation  allowed  in  connection 
with  the  rental  use  of  the  property,  the 
amount  of  his  cost  basis  for  the  residence  is 
not  reduced  by  such  deductions  for  purposes 
of  this  provision.  Where  the  basis  of  a  resi- 
dence is  determined  under  sec.  1014  (relat- 
ing to  the  basis  of  property  acquired  from  a 
decedent),  the  cost  basis  under  this  provi- 
sion is  the  basis  determined  under  sec.  1014. 
In  general,  under  this  provision,  the  amount 


of  debt  on  which  the  taxpayer  may  deduct 
interest  as  qualified  interest  will  not  be  less 
than  his  purchase  price  for  the  residence. 

Generally,  Interest  on  debt  secured  by  the 
taxpayer's  principal  or  second  residence  (up 
to  the  amount  of  the  taxpayer's  cost  basis  is 
treated  as  qualified  residence  interest.  Thus, 
for  example,  if  the  taxpayer's  cost  basis  in 
his  principal  residence  is  $100,000  (and  this 
amount  does  not  exceed  fair  market  value), 
and  the  residence  is  secured  by  debt  in  the 
amount  of  $60,000,  interest  on  a  refinancing 
for  a  total  of  $100,000  (including  the  origi- 
nal $60,000  plus  an  additional  $40,000)  is 
treated  as  qualified  residence  interest,  re- 
gardless of  the  purpose  for  which  the  bor- 
rowed funds  are  used  by  the  taxpayer. 

Qualified  medical  expenses  are  those 
amounts  paid  for  medical  care  within  the 
meaning  of  sec.  213(d)(lKA)  and  (B)  (not  in- 
cluding amounts  paid  for  insurance  covering 
medical  care  under  sec.  213(d)(1)(C)).  of  the 
taxpayer,  his  spouse  and  dependents. 

Qualified  educational  expenses  are  those 
amounts  paid  for  reasonable  living  expenses 
while  away  from  home,  and  for  any  tuition 
and  related  expenses  incurred  that  would 
qualify  scholarships  (under  sec.  117(b)  as 
amended  by  the  conference  agreement),  for 
the  taxpayer,  his  spouse  or  dependent, 
while  a  student  at  an  educational  organiza- 
tion described  in  sec.  170(b)(1).  Thus,  tui-. 
tion  expenses  for  primary,  secondary,  col- 
lege and  graduate  level  education  are  gener- 
ally included  in  qualified  educational  ex- 
penses. The  qualified  educational  expenses 
or  qualified  medical  expenses  must  be  in- 
curred within  a  reasonable  period  of  time 
before  or  after  the  debt  is  incurred. 

A  principal  residence  of  the  taxpayer,  and 
a  second  residence  of  the  taxpayer,  have  the 
meanings  set  forth  in  the  Senate  amend- 
ment, except  that  if  a  second  residence  is 
not  used  by  the  taxpayer  or  rented  at  any 
time  during  the  taxable  year,  the  taxpayer 
need  not  meet  the  requirement  of  section 
280A(d)(l)  that  the  residence  be  used  for 
personal  (non-rental)  purposes  for  the 
greater  of  14  days  or  10  percent  of  the 
number  of  days  it  is  rented. 

Interest  on  debt  that  is  used  to  pay  quali- 
fied medical  or  educational  expenses,  to  be 
deductible  as  qualified  residence  interest, 
must  be  secured  by  the  taxpayer's  principal 
residence  or  second  residence.  Interest  ex- 
pense is  so  treated  if  the  debt  is  so  secured 
at  the  time  the  interest  is  paid  or  accrued. 
In  the  case  of  housing  cooperatives,  debt  se- 
cured by  stock  held  by  the  taxpayer  as  a 
tenant-stockholder  is  treated  as  secured  by 
the  residence  the  taxpayer  is  entitled  to 
occupy  as  a  tenant-stockholder.  Where  the 
stock  may  not  be  used  as  security  by  virtue 
of  restrictions  arising,  for  example,  pursu- 
ant to  local  or  State  law.  or  pursuant  to  rea- 
sonable restrictions  in  the  cooperative 
agreement,  the  stock  may  be  treated  as  se- 
curing such  debt,  if  the  taxpayer  establishes 
to  the  satisfaction  of  the  Internal  Revenue 
Service  that  the  debt  was  incurred  to  ac- 
quire the  stock.  In  addition,  it  is  intended 
that  the  fact  that  State  homestead  laws 
may  restrict  the  rights  of  secured  parties 
with  respect  to  certain  types  of  residential 
mortgages  will  not  cause  interest  on  the 
debt  to  be  treated  as  nondeductible  personal 
interest,  provided  the  lender's  security  in- 
terest is  perfected  and  provided  the  interest 
on  the  debt  is  otherwise  qualified  residence 
interest. 
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Effective  date 

The  conference  agreement  follows  the  ef- 
fective date  and  phase-in  rule  of  the  Senate 
amendment,  with  modification. 

Under  the  conference  agreement,  the 
amount  of  investment  Interest  disallowed 
during  the  phaae-in  period  under  the  provi- 
sion is  the  excess  over  the  amount  of  the 
present  law  (10.000  allowance  ($5,000  in  the 
case  of  a  married  individual  filing  a  separate 
return,  and  zero  in  the  case  of  a  trust),  plus 
the  applicable  portion  of  investment  inter- 
est expense  which  would  be  disallowed  with- 
out taking  into  account  the  present  law  al- 
lowance. Thus,  for  example,  if  an  individual 
taxpayer  has  (20.000  of  investment  interest 
expense  in  excess  of  investment  income 
1987,  35  percent  of  the  amount  that  does 
not  exceed  (10.000  or  (3.500.  plus  the 
amount  in  excess  of  the  (10,000  allowance. 
Thus,  (13,500  would  be  disallowed,  and 
(6,500  would  be  allowed  for  1987  (assuming 
the  taxpayer  had  no  net  passive  loss  for  the 
year). 

With  respect  to  the  investment  interest 
limitation,  for  taxable  years  beginning  on  or 
after  January  1,  1987  and  before  January  1. 
1991,  the  amount  of  net  investment  income 
is  reduced  by  the  amount  of  losses  from  pas- 
sive activities  that  is  allowed  as  a  deduction 
by  virtue  of  the  phase-in  of  the  passive  loss 
rule  (other  than  net  losses  from  rental  real 
estate  in  which  the  taxpayer  actively  par- 
ticipates). For  example,  if  a  taxpayer  has  a 
passive  loss  which  would  be  disallowed  were 
the  passive  loss  rule  fully  phased  in  (as  in 
taxable  years  beginning  after  December  31, 
1990),  but  a  percentage  of  which  is  allowed 
luider  the  passive  loss  phase-in  rule,  the 
amount  of  loss  so  allowed  reduces  the 
amount  of  the  taxpayer's  net  investment 
income  under  the  investment  interest  limi- 
tation for  that  year. 

Further,  any  amount  of  investment  inter- 
est that  is  disallowed  under  the  investment 
interest  limitation  during  the  period  that 
the  investment  interest  limitation  is  phased 
in  (that  is,  taxable  yesws  begiiming  on  or 
after  January  1,  1987  and  before  January  1, 
1991)  is  not  allowed  as  a  deduction  in  a  sub- 
sequent year  except  to  the  extent  the  tax- 
payer has  net  investment  income  in  excess 
of  investment  interest  in  the  subsequent 
year.' 

TITLE  VI.  CORPORATE  TAX  PROVISIONS 
A.  Corporate  Tax  Rates 

Present  Law 
Corporate  income  is  subject  to  tax  under  a 
five-bracket  graduated  rate  structure  as  fol- 
lows: 


September  18,  1986 


'  For  example,  assume  that,  in  1987.  the  taxi»yer 
has  a  passive  loss  of  $80,000  of  which  $30,000  is  at- 
tributable to  rental  real  estate  activities  in  which 
the  taxpayer  actively  participates.  Assuming  the 
taxpayer  is  entitled  to  deduct  (35.000  of  active 
rental  losses,  then  35  percent  of  the  remaining 
$55,000.  or  $19,250.  would  be  suspended  under  the 
passive  loss  limiution.  Of  the  deductible  $35,750  of 
passive  losses,  the  portion  not  attrlbuUble  to  active 
rental  activities  reduces  the  taxpayer's  net  invest- 
ment income  under  the  investment  interest  limita- 
tion (or  1987. 

That  portion  Is  determined  by  first  calculating 
the  ratio  of  (1)  the  amount  of  1987  losses  that  are 
not  attributable  to  rental  real  estate  activities  in 
which  the  taxpayer  actively  participates  ($50,000) 
to  (2)  the  amount  of  1987  lasses  that  are  subject  to 
the  passive  loss  phase-in  rule  ($55,000).  The  ratio  Is 
applied  to  the  total  amount  of  passive  losses  al- 
lowed in  1987,  other  than  those  allowed  under  the 
$25,000  allowance  ($35,000).  to  determine  the  por- 
tion allowed  under  the  passive  loss  phase-in  rule. 
This  portion  <i.e..  $32,500)  is  subtracted  from  the 
amount  of  net  investment  income,  under  the  invest- 
ment interest  limitation  phase-in  rule. 


Tax  Rate 
tpercenV 

Taxable  Income: 

(25.000  or  less 15 

(25.000-(50.000 18 

(50.0OO-(75.00O 30 

(75.000-$  100.000 40 

Over  (100,000 46 


An  additional  five-percent  tax  is  imposed 
on  a  corporation's  taxable  income  in  excess 
of  (1  million,  up  to  a  total  additional  tax  of 
(20.250.  This  results  in  elimination  of  the 
benefit  of  the  graduated  rate  structure  (in 
effect,  payment  of  tax  at  a  flat  46  percent 
rate)  for  corporations  having  taxable 
income  of  (1,405,000  or  more. 
Howe  Bill 

Under  the  House  bill,  corporate  income  is 
subject  to  tax  under  a  three-bracket  grad- 
uated rate  structure  as  follows: 

roi  Rate 
(percent) 

Taxable  Income: 

(50,000  or  less „. 15 

(50,000-$75,000 25 

Over  $75,000 36  ' 


An  additional  five-percent  tax  is  imposed 
on  income  between  (100,000  and  (365,000. 
Thus,  corporations  having  taxable  income 
of  (365,000  or  more  in  effect  pay  tax  at  a 
flat  36  percent  rate.  The  provision  is  effec- 
tive July  1,  1986:  income  in  taxable  years 
that  include  July  1, 1986,  is  subject  to  blend- 
ed rates. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  the  maximimi  corporate 
rate  is  33  percent  and  the  phase-out  of  the 
benefit  of  graduated  rates  occurs  between 
(100.000  and  (320,000.  The  provision  is  ef- 
fective July  1,  1987. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment, 
except  the  maximum  corporate  rate  is  34 
percent.  The  phase-out  of  the  benefit  of 
graduated  rates  occurs  through  the  imposi- 
tion of  an  additional  five-percent  tax  be- 
tween (100,000  and  (335,000  of  taxable 
income.  The  new  rate  structure  is  effective 
for  taxable  years  beginning  on  or  after  July 
1, 1987;  income  in  taxable  years  that  include 
July  1,  1987  (other  than  as  the  first  date  of 
such  year),  is  subject  to  blended  rates  under 
the  rules  specified  in  section  15  of  present 
law. 

B.  Corporate  Dividends  Paid  Deduction 
Present  Law 

In  general,  corporations  compute  taxable 
income  and  are  subject  to  a  separate  corpo- 
rate-level tax  without  any  deduction  for 
dividends  paid  to  shareholders. 

Foreign  shareholders  of  U.S.  corporations 
generally  are  subject  to  a  30-percent  with- 
holding tax  on  dividends  (sees.  861,  871,  881, 
1441,  1442);  a  lower  rate  may  be  provided  by 
treaty.  Tax-exempt  entities  generally  are 
not  taxable  on  dividends  received  except  in 
certain  cases  where  the  tax-exempt  entity 
owns  debt-financed  property  (sec.  514). 
House  Bill 

Under  the  House  bill,  a  domestic  corpora- 
tion receives  a  deduction  for  10  percent  of 
dividends  paid  by  the  corporation  out  of  cor- 
porate earnings  that  have  been  subject  to 


tax  after  the  general  effective  date.  A  for- 
eign corporation,  at  least  half  of  whose 
income  is  from  a  U.S.  business  (and  thus 
generally  subject  to  U.S.  tax),  also  receives  a 
deduction. 

The  House  bill  imposes  a  compensatory 
withholding  tax  on  foreign  shareholders,  in- 
cluding those  otherwise  protected  by  treaty, 
except  where  the  foreign  recipient's  country 
grants  relief  from  a  two-tier  tax  to  U.S. 
shareholders.  In  addition,  under  the  House 
bill,  the  deductible  portion  of  dividends  paid 
to  tax-exempt  shareholders  owning  five  per- 
cent or  more  of  the  distributing  corpora- 
tion's stock  is  treated  as  taxable  unrelated 
business  income  of  the  shareholder. 

The  provisions  of  the  House  bill  are 
phased  in  over  10  years.  The  deduction  is 
one  percent  for  taxable  years  beginning 
after  January  1,  1987,  increasing  one  per- 
centage point  annually  until  taxable  years 
begiiming  after  January  1,  1996  when  the 
full  10  percent  deduction  is  in  effect.  The 
compensatory  withholding  tax  on  foreign 
shareholders  otherwise  protected  by  treaty 
is  effective  for  dividends  paid  after  1988. 

Senate  Amendment 
No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

C.  Corporate  Dividends  Received  Deduction 

Present  Law 

Corporations  that  receive  dividends  gener- 
ally are  entitled  to  a  deduction  equal  to  85 
percent  of  the  dividends  received  (sec. 
243(a)(1)).  Dividends  received  from  a  small 
business  investment  company  operating 
under  the  Small  Business  Investment  Act  of 
1958  (sec.  243(a)(2)),  and  "qualifying  divi- 
dends" received  from  certain  members  of  an 
affUiated  group  are  eligible  for  a  100-per- 
cent dividends  received  deduction  (sec. 
243(a)(3)).  In  addition,  pursuant  to  Treas- 
ury regulations,  dividends  received  by  one 
member  of  an  affiliated  group  filing  a  con- 
solidated return  from  another  member  of 
the  group  are  not  taxed  currently  to  the  re- 
cipient (Treas.  Reg.  sec.  1.1502-14). 

The  dividends  received  deduction  is  limit- 
ed in  the  case  of  certain  dividends  received 
by  a  U.S.  corporation  from  a  foreign  corpo- 
ration and  from  certain  other  entities.  The 
deduction  also  is  limited  in  certain  other  cir- 
cumstances. 

House  BUI 

Under  the  House  bill,  the  85-percent  divi- 
dends received  deduction  is  reduced  to  80 
percent. 

In  addition,  the  House  bill  modifies  the 
dividends  received  deduction  for  corpora- 
tions in  connection  with  the  dividends  paid 
deduction.  Thus,  under  the  House  bill,  the 
80-percent  dividends  received  deduction  for 
distributions  from  non-affiliates  is  reduced 
to  70  percent.  For  distributions  from  affili- 
ates, the  100-percent  dividends  received  de- 
duction otherwise  available  is  reduced  to  90 
percent  if  the  payor  was  entitled  to  a  divi- 
dends paid  deduction. 

The  House  bill  generaUy  is  effective  with 
respect  to  dividends  received  after  Decem- 
ber 31,  1985.  The  10-percent  reductions  in 
the  dividends  received  deduction  are  phased 
in  over  10  years  corresponding  to  the  phase- 
in  of  the  dividends  paid  deduction. 

Senate  Amendment 
The  Senate  amendment  reduces  the  85- 
percent  dividends  received  deduction  to  80 
percent,    effective    for   dividends   received 
after  December  31, 1986. 
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Conference  Agreement 
The   conference   agreement  follows  the 
Senate  amendment. 

D.  Dividend  Exclusion  For  Individuals 

Present  Law 
The  first  $100  of  qualified  dividends  re- 
ceived by  an  Individual  shareholder  ($200  by 
a  married  couple  filing  Jointly)  from  domes- 
tic corporations  is  excluded  from  income 
(sec.  116(a)). 

The  dividend  exclusion  for  individuals 
does  not  apply  to  dividends  received  from  an 
organization  that  was  exempt  from  tax 
under  section  501  or  a  tax-exempt  farmers' 
cooperative  in  either  the  year  of  distribu- 
tion or  the  preceding  year  (sec.  116(b)(1)), 
dividends  received  from  a  real  estate  invest- 
ment trust  (sec.  116(b)(2)),  dividends  re- 
ceived from  a  mutual  savings  bank  that  re- 
ceived a  deduction  for  the  dividend  under 
section  591  (sec.  116(c)(1)).  or  to  an  ESOP 
dividend  for  which  the  corporation  received 
a  deduction  (sec.  116(e)).  The  exclusion  is 
limited  with  respect  to  dividends  received 
from  a  regulated  investment  company  (sec. 
116(c)(2)). 

Home  BiU 
Under  the  House  bill,  the  dividend  exclu- 
sion for  individuals  is  repealed,  effective  for 
taxable  years  beginning  after  December  31, 
1985. 

Senate  Amendment 
The  Senate  amendment  follows  the  House 
bill,  effective  for  taxable  years  beginning 
after  December  31, 1986. 

Conference  Agreement 
The   conference   agreement   follows   the 
House  bill  and  the  Senate  amendment,  ef- 
fective for  taxable  years  beginning  after  De- 
cember 31, 1986. 

E.  Extraordinary  Dividends 
Present  Law 
If  a  corporate  shareholder  receives  an  "ex- 
traordinary dividend"  on  stock  and  disposes 
of  the  stock  without  having  held  it  for  more 
than  one  year,  the  basis  of  the  stock  must 
be  reduced  by  the  amount  of  the  untaxed 
portion  of  the  dividend  (sec.  1059).  An  ex- 
traordinary dividend  is  defined  in  terms  of 
the  size  of  the  dividend  in  relation  to  the 
shareholder's  adjusted  basis  In  Its  stock. 
The  untaxed  portion  of  the  dividend  is  the 
excess  of  the  value  of  the  distribution  over 
the  taxable  portion  of  the  distribution  (I.e., 
net  of  the  dividends  received  deduction). 

In  general,  a  distribution  In  redemption  of 
stock  that  Is  essentially  equivalent  to  a  divi- 
dend is  treated  as  a  dividend  for  tax  pur- 
poses (sec.  302).  A  redemption  of  the  stock 
of  a  shareholder  Is  essentially  equivalent  to 
a  dividend  If  It  does  not  result  In  a  meaning- 
ful reduction  In  the  shareholder's  propor- 
tionate interest  in  the  distributing  corpora- 
tion. Apart  from  certain  cases  In  which  a 
shareholder's  Interest  Is  completely  termi- 
nated or  Is  reduced  by  more  than  20  per- 
cent, present  law  is  unclear  regarding  what 
constitutes  a  meaningful  reduction  In  Inter- 
est. The  conferees  understand  that  In  some 
cases  Individual  distributees  take  the  posi- 
tion that  a  redemption  Is  a  sale  or  exchange, 
while  corporate  distributees  take  the  posi- 
tion It  Is  a  dividend.  Distributions  In  partial 
liquidation  of  the  distributing  corporation 
are  not  treated  as  dividends  If  the  recipient 
is  a  noncorporate  shareholder. 
House  BiU 
No  provision. 

Senate  Amendment 
The  basis  of  stock  held  by  a  corporation  is 
reduced  on  disposition  of  the  stock  by  the 


untaxed  portion  of  extraordinary  dividends 
received,  regardless  of  .the  taxpayer's  hold- 
ing period  for  the  stock..  A  taxpayer  may 
elect  to  determine  whether  the  dividend  is 
extraordinary  by  reference  to  the  fair 
market  value  of  the  stock,  rather  than  ad- 
justed basis,  if  fair  market  value  is  estab- 
lished to  the  satisfaction  of  the  Commis- 
sioner. 

The  provision  is  effective  for  dividends  de- 
clared after  March  18, 1986. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  certain 
modifications  and  clarifications. 

The  determination  of  whether  a  dividend 
is  extraordinary  will  be  made  under  the 
present  law  percentage-of-adjusted-basls 
test,  subject  to  the  alternative  fair  market 
value  test  provided  In  the  Senate  amend- 
ment.' In  lieu  of  the  one-year  post-acquisi- 
tion holding  period  requirement  of  present 
law,  the  conference  agreement  provides  a 
test  based  on  the  holding  period  of  the  dis- 
tributee as  of  the  date  the  distribution  is  de- 
clared or  publicly  annoimced  by  the  distrib- 
uting corpoi:atlon's  board  of  directors. 
Under  this  test,  a  distribution  with  respect 
to  stock  will  constitute  an  extraordinary 
dividend  If  the  taxpayer  has  not  held  the 
stock  for  more  than  two  years  on  that  date. 
If  there  is  a  formal  or  informal  agreement 
to  pay  the  particular  dividend  prior  to  the 
declaration  date,  the  date  of  such  agree- 
ment shall  be  treated  as  the  dividend  an- 
nouncement date  for  purposes  of  applying 
the  two-year  holding  period  requirement. 
Whether  there  is  such  a  formal  or  Informal 
agreement  Is  determined  based  on  all  the 
facts  and  circumstances.  In  general,  a  broad 
agreement  in  a  joint  venture  arrangement 
that  dividends  will  be  paid  as  funds  are 
available  would  not  be  considered  an  agree- 
ment to  pay  a  particular  dividend  In  the  ab- 
sence of  other  facts,  such  as  facts  showing  a 
particular  expectation  that  a  large  dividend 
would  be  paid  after  the  acquisition  of  an  In- 
terest In  the  venture  by  a  new  party. 

A  distribution  that  would  otherwise  con- 
stitute an  extraordinary  dividend  under  the 
two-year  rule  described  above  will  not  be 
considered  extraordinary  if  the  distributee 
has  held  the  stock  for  the  entire  period  the 
distributing  corporation  (and  any  predeces- 
sor corporation)  has  been  In  existence. 

The  conference  agreement  provides  for  a 
different  treatment  of  dividends  on  certain 
qualifying  preferred  stock.  Absent  the  spe- 
cial rule  under  the  basic  definition  of  ex- 
traordinary dividend,  a  preferred  stock  that 
pays  a  greater  than  5-percent  dividend 
within  any  period  of  85  days  or  less  is 
paying  an  extraordinary  dividend.  Thus,  for 
example,  a  6-percent  preferred  stock  divi- 
dend that  Is  paid  once  annually  would  be  ex- 
traordinary. On  the  other  hand.  If  the  stock 
paid  four  quarterly  5-percent  dividends, 
none  of  the  dividends  would  be  considered 
extraordinary.  The  special  rule  is  not  In- 
tended to  apply  if  no  basis  adjustment 
would  be  required  under  the  general  rule. 

The  exception  for  qualifying  preferred 
stock  is  intended  to  provide  relief  for  cer- 
tain transactions  to  the  extent  that  there  Is 
no  potential  for  effectively  purchasing  a  div- 
idend that  accrued  prior  to  the  date  of  pur- 
chase ("dividend-stripping").  Preferred 
stock  is  treated  as  qualifying  for  this  pur^ 


pose  if:  (1)  it  provides  for  fixed  (i.e.  not 
varying)  preferred  dividends  payable  not 
less  often  than  annually;  (2)  dividends  were 
not  in  arrears  when  the  taxpayer  acquired 
the  stock,  and  (3)  the  dividends  received  by 
the  taxpayer  during  the  period  It  owned  the 
stock  do  not  exceed  an  annualized  rate  of  15 
percent  of  the  lower  of  (a)  the  taxpayer's 
adjusted  basis  or  (b)  the  liquidation  prefer- 
ence of  the  stock." 

Dividends  on  qualifying  preferred  stock 
will  be  treated  as  extraordinary  dividends 
only  to  the  extent  the  dividends  received  by 
the  taxpayer  during  the  period  It  owned  the 
stock  exceed  the  dividends  It  "earned." 

To  determine  whether  the  taxpayer's  divi- 
dends exceed  the  dividends  It  earned,  the 
taxpayer's  "actual  dividend  rate"  is  first 
computed.  The  actual  dividend  rate  is  the 
average  aiwual  amount  of  dividends  re- 
ceived (or  deemed  received  under  section 
305  or  any  other  provision)  during  the 
period  the  taxpayer  owned  the  stock,  com- 
puted as  a  return  on  the  taxpayer's  adjusted 
basis  or,  if  lesser,  the  stock's  liquidation 
preference.  This  Is  then  compared  to  the 
taxpayer's  "stated  dividend  rate,"  which  is 
the  return  represented  by  the  aimual  fixed 
preferred  dividends  payable  on  the  stock.  If 
the  actual  dividend  rate  exceeds  the  stated 
dividend  rate,  a  portion  of  each  dividend  re- 
ceived or  deemed  received  will  be  an  ex- 
traordinary dividend,  and  basis  will  be  re- 
duced by  the  untaxed  portion  of  such  divi- 
dend. 

For  example,  assume  that  on  January  1, 
1987,  a  corporation  purchases  for  $1,000  ten 
shares  of  preferred  stock  having  a  liquida- 
tion preference  of  $100  per  share  and 
paying  fixed  preferred  dividends  of  $6  per 
share  to  shareholders  of  record  on  March  31 
and  September  30  of  each  year.  If  the  tax- 
payer does  not  elect  to  have  the  special  rule 
apply,  the  basic  nile  would  generally  require 
the  taxpayer  to  reduce  the  basis  In  the 
stock  by  the  untaxed  portion  of  each  divi- 
dend received  prior  the  the  expiration  of 
the  two-year  holding  period.  This  Is  because 
a  dividend  exceeding  5  percent  of  adjusted 
basis  (or  fair  market  value.  If  shown  to  the 
satisfaction  of  the  Secretary)  paid  semi-an- 
ually  is  an  extraordinary  dividend  under  the 
general  rule.'  However,  special  rule  will 
apply  to  the  preferred  stock.  Under  this  pro- 
vision, the  taxpayer's  stated  dividend  rate  is 
12  percent  ($12/$100).  If  the  Uxpayer  sells 
the  stock  on  October  1,  1988,  (after  holding 
the  stock  for  1.75  years)  and  no  dividends  In 
excess  of  the  fixed  preferred  dividends  have 
been  paid.  Its  "actual  dividend  rate"  will  be 
13.7  percent  ($240/$l,000  divided  by  1.75). 
This  13.7  percent  exceeds  the  12  percent 
stoted  dividend  rate  by  1.7.  This  excess,  as  a 
fraction  of  the  actual  dividend  rate.  Is  12.4 
percent  (1.7  divided  by  13.7).  Accordingly, 
each  of  the  dividends  will  be  treated  as  an 
extraordinary  dividend  described  In  section 
1059(a)  to  the  extent  of  0.74  per  share  ($6  x 
12.4  percent).  However,  If  the  corporation 
does  not  sell  the  stock  untU  January  1,  1989. 
and  no  dividends  in  excess  of  the  fixed  pre- 
ferred dividends  have  been  paid.  Its  "actual 
dividend  rate"  will  be  12  percent  ($240/ 
$1000  divided  by  2.0).  This  does  not  exceed 
the  stated  dividend  rate;  accordingly,  no 


'  The  conference  agreement  clarifies  that  the  al- 
ternative fair  market  value  test  applies  for  pur- 
poses of  section  1059(c>(3MB)  (which  treats  certain 
dividends  having  ex-dividend  dates  within  a  365-day 
period  as  extraordinary) 


'•  It  is  understood  that  liquidation  preference  for 
puposes  of  this  section  does  not  include  dividend  ar- 
rearages. If  any. 

'  If  the  dividend  were  three  percent  paid  quarter- 
ly, it  would  not  be  an  extraordinary  dividend  under 
the  general  rule  and  no  basis  reduction  would  be  re- 
quired. 
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portion  of  any  dividend  will  be  treated  as  an 
extraordinary  dividend. 

In  addition,  under  the  conference  agree- 
ment the  term  "extraordinary  dividend"  is 
expanded  to  include  any  distribution  (with- 
out regard  to  the  holding  period  for  the 
stock  or  the  relative  magnitude  of  the  distri- 
bution) to  a  corporate  shareholder  in  partial 
liquidation  of  the  distributing  corporation. 
For  this  purpose,  a  distribution  will  be 
treated  as  in  partial  liquidation  if  it  satisfies 
the  requirements  of  section  302(e)  of  the 
Code.  Since  the  determination  whether  a 
distribution  Is  in  partial  liquidation  is  made 
at  the  corporate  rather  than  the  sharehold- 
er level,  the  conferees  Intend  that  the 
Treasury  Department  will  have  the  author- 
ity to  require  the  distributing  corporation  to 
advise  its  shareholders  (with  notice  to  the 
Internal  Revenue  Service)  as  to  the  charac- 
ter of  the  distribution.  This  characteriza- 
tion will  generally  be  binding  on  the  share- 
holders.' The  Internal  Revenue  Service, 
however,  will  be  free  to  challenge  the  char- 
acterization of  the  distribution,  provided  it 
takes  a  consistent  position  with  respect  to 
corporate  and  noncorporate  shareholders. 

Finally,  under  the  conference  agreement 
the  term  extraordinary  dividend  includes 
any  redemption  of  stock  that  is  non-pro  rata 
(again,  irrespective  of  the  holding  period  of 
the  stock  or  the  relative  size  of  the  distribu- 
tion). 

Except  as  provided  in  regulations,  the  pro- 
visions do  not  apply  to  distributions  be- 
tween members  of  an  affiliated  group  filing 
consolidated  returns.  In  addition,  they  do 
not  apply  to  distributions  that  constitute 
qualifying  dividends  within  the  meaning  of 
section  243(bKl).  Accordingly,  the  provision 
generally  will  not  apply  to  dividend  distribu- 
tions (or  deemed  dividend  distributions) 
during  a  consolidated  return  year  by  a  sub- 
sidiary out  of  earnings  and  profits  accumu- 
lated during  separate  return  affUiation 
years. 

In  order  to  prevent  double  inclusions  in 
earnings  and  profits,  the  conferees  expect 
that  the  amount,  if  any.  of  earnings  and 
profits  resulting  from  gain  on  the  disposi- 
tion of  stock  shall  be  determined  without 
regard  to  the  basis  adjustments  made  under 
this  section. 

The  provision  is  generally  effective  for 
dividends  declared  after  July  18.  1986.  How- 
ever, distributions  constituting  extraordi- 
nary dividends  by  virtue  of  being  a  distribu- 
tion in  partial  liquidation  or  a  non-pro  rata 
distribution  are  subject  to  the  provision 
only  if  announced  or  declared  after  date  of 
enactment. 

f.  Corporate  Shareholder  Redemptions 

Present  Law 

If  a  shareholder  surrenders  stock  of  the  is- 
suing corporation  and  receives  a  distribution 
out  of  earnings  and  profits,  the  transaction 
is  treated  as  a  dividend,  rather  than  a  sale 
of  the  surrendered  stock,  unless  specified 
circumstances  exist. 

If  the  transaction  is  treated  as  a  sale,  cap- 
ital gain  or  loss  treatment  may  apply  to  the 
difference  between  the  amount  of  the  distri- 
bution and  the  basis  of  the  stock  surren- 
dered. The  shareholder's  basis  in  the  re- 
maining shares  is  equal  to  the  basis  of  all  of 
the  taxpayer's  shares  prior  to  the  surrender. 
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"The  conferees  intend  that  there  wiU  be  a  pre- 
sumption, rebuttable  by  clear  and  convincing  evi- 
dence, that  this  characterization  of  the  distribution 
is  correct.  The  conferees  anticipate  that  the  Treas- 
ury Department  may  require  the  taxpayer  to  dis- 
close on  its  return  the  fact  that  it  is  taking  a  con- 
trary position  and  its  reasons  for  doing  so. 


reduced  by  the  basis  of  the  shares  surren- 
dered. 

If  the  transaction  is  treated  as  a  dividend, 
the  gross  amount  of  the  distribution  is 
taxed  as  a  dividend  and  the  basis  of  the 
shareholder's  remaining  stock  is  not  re- 
duced. In  the  case  of  a  corporate  sharehold- 
er, the  dividends  received  deduction  general- 
ly is  available. 

Hoiue  Bill 
No  provision. 

Senate  Amendment 
Under  the  Senate  amendment,  if  a  corpo- 
rate shareholder  surrenders  stock  of  the  is- 
suing corporation  and  receives  a  distribution 
for  which  the  dividends  received  deduction 
would  be  available  if  the  distribution  were 
treated  as  a  dividend,  the  transaction  is  gen- 
erally treated  as  a  sale  of  the  surrendered 
stock.  However,  no  loss  is  created  If  no  loss 
would  have  been  allowed  under  present  law. 
Conference  Agreement 
The  conference  agreement  does  not  in- 
clude the  Senate  amendment. 

G.  Stock  Redemption  Payments 
Present  Lav) 
The  purchase  of  stock,  including  the  re- 
purchase by  an  issuing  corporation  of  its 
own  stock,  is  generally  treated  as  a  capital 
transaction  that  does  not  give  rise  to  a  cur- 
rent deduction.  The  Supreme  Court  has 
held  that  the  capitalization  requirement  ex- 
tends to  expenses  such  as  legal,  brokerage, 
and  accounting  fees  incident  to  an  acquisi- 
tion of  stock. 

Some  authority  exists  for  the  proposition 
that,  in  certain  extraordinary  circum- 
stances, amounts  paid  by  a  corporation  to 
repurchase  its  stock  may  be  fully  deductible 
in  the  year  paid.  The  validity  of  this  author- 
ity, however,  has  been  questioned. 
House  Bill 
The  House  bill  provides  that  no  portion  of 
payments  by  a  corporation  in  connection 
with  a  redemption  of  its  stock  is  deductible. 
No  effective  date  is  expressly  provided. 
Senate  Amendment 
The  Senate  amendment  is  generally  the 
same  as  the  House  bill,  except  the  provision 
does  not  apply  to  (1)  interest  deductible 
under  section  163.  (2)  amounts  constituting 
dividends  for  purposes  of  the  accumulated 
earnings,  personal  holding  company,  and 
foreign  personal  holding  company  taxes, 
and  for  purposes  of  the  regular  income  tax 
in  the  case  of  regulated  investment  compa- 
nies and  real  estate  investment  trusts,  or  (3) 
otherwise  deductible  expenses  incurred  by  a 
regulated  investment  company  that  is  an 
open-end  mutual  fund  in  connection  with 
the  redemption  of  its  stock  upon  demand  of 
a  shareholder.  The  provision  is  effective  for 
payments  on  or  after  March  1. 1986. 
Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  certain 
modifications  and  clarifications. 

The  conferees  intend  that  the  denial  of 
deductibility  will  apply  to  amounts  paid  in 
connection  with  a  purchase  of  stock  in  a 
corporation,  whether  paid  by  the  corpora- 
tion directly  or  indirectly.  e.g.,  by  a  control- 
ling shareholder,  commonly  controlled  sub- 
sidiary or  other  related  party. 

The  conferees  wish  to  clarify  that,  while 
the  phrase  "in  connection  with  [a]  redemp- 
tion" is  intended  to  be  construed  broadly, 
the  provision  is  not  intended  to  deny  a  de- 
duction for  otherwise  deductible  amounts 
paid  in  a  transaction  that  has  no  nexus  with 
the  redemption  other  than  being  proximate 
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in  time  or  arising  out  of  the  same  general 
circmnstances.  For  example,  if  a  corporation 
redeems  a  departing  employee's  stock  and 
makes  a  payment  to  the  employee  in  dis- 
charge of  the  corporation's  obligations 
under  an  employment  contract,  the  pay- 
ment in  discharge  of  the  contractual  obliga- 
tion is  not  subject  to  disallowance  under 
this  provision.*  Payments  in  discharge  of 
other  types  of  contractual  obligations,  in 
settlement  of  litigation,  or  pursuant  to 
other  actual  or  potential  legal  obligations  or 
rights,  may  also  be  outside  the  intended 
scope  of  the  provision  to  the  extent  it  is 
clearly  established  that  the  payment  does 
not  represent  consideration  for  the  stock  or 
expenses  related  to  its  acquisition,  and  is 
not  a  payment  that  is  a  fundamental  part  of 
a  "standstill"  or  similar  agreement. 

The  conferees  anticipate  that,  where  a 
transaction  is  not  directly  related  to  a  re- 
demption but  is  proximate  in  time,  the  In- 
ternal Revenue  Service  will  scrutinize  the 
transaction  to  determine  whether  the 
amount  purportedly  paid  in  the  transaction 
is  reasonable.  Thus,  even  where  the  parties 
have  countervailing  tax  interests,  the  par- 
ties' stated  allocation  of  the  total  consider- 
ation between  the  redemption  and  the  unre- 
lated transaction  will  be  respected  only  if  it 
is  supported  by  aU  the  facte  and  circum- 
stances.' 

However,  the  conferees  intend  that  agree- 
ments to  refrain  from  purchasing  stock  of  a 
corporation  or  other  similar  types  of  "stand- 
still" agreemente  in  all  evente  will  be  consid- 
ered related  to  any  redemption  of  the 
payee's  stock.  Accordingly,  paymente  pursu- 
ant to  such  agreements  are  nondeductible 
under  this  provision  provided  there  is  an 
actual  purchase  of  all  or  part  of  the  payee's 
stock.  The  conferees  intend  no  inference  re- 
garding the  deductibUity  of  paymente  under 
standstill  or  similar  agreemente  that  are  un- 
related to  any  redemption  of  stock  owned  by 
the  payee. 

In  denying  a  deduction  for  paymente  in 
connection  with  redemptions  of  stock,  the 
conferees  intend  no  inference  regarding  the 
deductibility  of  such  paymente  imder 
present  law.  Moreover,  no  inference  is  in- 
tended as  to  the  character  of  such  paymente 
in  the  hands  of  the  payee. 

The  provision  is  effective  for  paymente  on 
or  after  March  1.  1986. 

H.  Special  Limitations  on  Net  Operating  Loss  and 
Other  Carryforwards 

Present  Law 
Under  present  law,  net  operating  loss 
( "NOL")  carryforwards  are  eliminated  in 
different  degrees  and  subject  to  different  re- 
qulremente,  depending  on  whether  the 
transaction  takes  the  form  of  a  taxable  pur- 
chase, or  a  tax-free  reorganization.  Under 
the  1954  Code  version  of  section  382,  in  the 
case  of  a  taxable  purchase,  NOL  carryfor- 
wards are  eliminated  if  one  or  more  of  the 
loss  corporation's  ten  largest  shareholders 
increase  their  common  stock  ownership  by 


*  This  would  be  so  whether  the  employment  con- 
tract and  the  redemption  agreement  were  con- 
tained in  one  document  or  separate  documents,  and 
whether  or  not  they  were  separately  negotiated. 

» Compare  American  International  Coal  Co.  v. 
Comm'r,  PH  Memo  TC  para.  82.204  (1982)  (corpora- 
tion's payment  to  shareholder-employee  was  nonde- 
ductible distribution  in  redemption  of  stock,  not 
compensation  for  services)  with  Atwater  A  Co.  v. 
Comm'r.  10  T.C.  218  (1948)  (corporation's  payment 
to  shareholder-employee  under  agreement  to  repur- 
chase shares  upon  termination  of  employment, 
held,  deductible  to  extent  represented  additional 
compensation  for  services). 
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more  than  SO  percentage  points  through 
taxable  purchases  within  a  two-year  period, 
unless  the  loss  corporation  continues  to  con- 
duct the  trade  or  business  that  was  conduct- 
ed before  the  ownership  change.  In  the  case 
of  a  tax-free  reorganization,  if  the  loss  cor- 
poration's shareholders'  continuing  interest 
is  less  than  20  percent,  the  NOL  carryfor- 
wards are  reduced  by  five  percent  for  each 
percentage  point  less  than  20  percent  re- 
ceived by  such  shareholders.  The  business- 
continuation  requirement  applicable  to  tax- 
able purchases  under  section  382  is  inappli- 
cable to  tax-free  reorganizations,  although 
continuity  of  business  enterprise  generally 
is  required  to  qualify  a  transaction  as  a  tax- 
free  reorganization. 

Amendments  were  made  to  section  382  by 
the  Tax  Reform  Act  of  1976  that  would  sub- 
stantially change  these  1954  Code  provi- 
sions. The  effective  date  of  these  amend- 
ments was  repeatedly  postponed  unto  Janu- 
ary 1,  1986. 

House  Bill 
Under  the  House  bill,  if  there  ts  a  more 
than  50  percent  change  in  the  ownership  of 
a  loss  corporation  over  a  three-year  period, 
however  effected,  the  loss  corporation's 
NOL  carryforwards  are  not  reduced,  but 
there  is  an  annual  limitation  on  their  use 
after  the  change  of  ownership.  In  general, 
the  annual  amount  of  earnings  against 
which  the  NOL  carryforwards  may  be  used 
after  the  ownership  change  cannot  exceed 
the  value  of  the  loss  corporation  at  the  time 
of  the  change  multiplied  by  the  long-term 
tax-exempt  rate.  Under  the  bill,  however, 
NOL  carryforwards  are  eliminated  entirely 
following  both  taxable  purchases  and  tax- 
free  reorganizations,  unless  the  loss  corpo- 
ration satisfies  the  continuity  of  business 
enterprise  requirements  that  apply  to  tax- 
free  reorganizations  under  present  law,  for 
the  two-year  period  following  the  ownership 
change.  The  acquisition  of  stock  by  reason 
of  death  does  not  result  in  the  application 
of  the  special  limitations,  if  the  decedent 
was  a  member  of  the  holder's  family. 

The  limitations  Imposed  by  the  bill  on 
NOL  carryforwards  also  apply  to  built-in 
losses  (including  built-in  depreciation  deduc- 
tions), and  take  into  account  built-in  gains. 
The  special  rules  apply  to  built-in  losses  and 
gains  recognized  during  the  ten-year  recog- 
nition period  following  the  change  of  owner- 
ship. The  buUt-in  loss  and  gain  rules  do  not 
apply,  however,  imless  such  net  gains  or  net 
losses  exceed  15  percent  of  the  value  of  the 
loss  corporation. 

The  value  of  the  loss  corporation  for  pur- 
poses of  determining  the  applicable  limita- 
tion on  the  use  of  NOL  carryforwards  fol- 
lowing an  ownership  change  Is  reduced 
imder  the  bill  by  the  value  of  any  capital 
contributions  made  to  the  loss  corporation 
within  the  three-year  period  prior  to  the  ac- 
quisition date.  In  addition,  if  at  least  one- 
third  of  the  loss  corporation's  assets  consists 
of  non-business  assets,  the  value  of  the  loss 
corporation  is  reduced  by  the  value  of  such 
assets  (less  an  allocable  portion  of  the  cor- 
poration's indebtedness). 

Creditors  who  receive  stock  in  exchange 
for  their  claims  in  a  bankruptcy  proceeding 
are  treated  as  new  shareholders,  not  con- 
tinuing shareholders,  for  purposes  of  deter- 
mining whether  a  change  of  ownership  has 
occurred.  Accordingly,  after  a  bankruptcy 
reorganization  or  a  stock-for-debt  exchange 
that  occurs  as  part  of  a  bankruptcy  proceed- 
ing, the  limitations  will  apply  if  creditors  re- 
ceive stock  worth  more  than  50  percent  of 
the  bankrupt  corporation's  value.  In  apply- 
ing the  limitations,  however,  a  loss  corpora- 


tion's value  is  measured  immediately  after 
the  change,  thus  taking  account  of  addition- 
al positive  value,  if  any,  resulting  from  the 
surrender  of  the  creditor's  claims. 

The  bill  would  be  effective  for  taxable  ac- 
quisitions on  or  after  January  1,  1986,  and 
for    tax-free    reorganizations    pursuant    to 
plans  adopted  on  or  after  January  1, 1986. 
Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  as  generally  described 
below. 

First,  transfers  by  reason  of  death,  gift,  di- 
vorce, or  separation  are  disregarded  for  pur- 
poses of  determining  whether  an  ownership 
change  has  occurred.  In  addition,  acquisi- 
tion of  stock  by  an  employee  stock  owner- 
ship plan  (ESOP)  or  ESOP  participants  are 
disregarded  in  making  such  determinations. 

Second,  the  rate  that  is  applied  to  the  loss 
corporation's  value  to  determine  the  annual 
limitation  on  the  use  of  NOL  carryforwards 
is  the  Federal  mid-term  rate,  without  any 
adjustment  to  take  into  account  tax  exemp- 
tion. 

Third,  the  Senate  amendment  does  not 
apply  the  continuity  of  business  enterprise 
requirements  for  purposes  of  the  special 
limitations. 

Fourth,  although  the  Senate  amendment 
provides  generally  similar  rules  regarding 
built-in  gains  and  losses,  the  recognition 
period  is  five  years  (instead  of  ten  years), 
and  the  de  minimis  threshold  is  25  percent 
(instead  of  15  percent).  Moreover,  built-in 
depreciation  deductions  are  not  treated  as 
built-in  losses  subject  to  the  limitations. 

Fifth,  NOL  carryforwards  are  totally 
eliminated  if  two-thirds  or  more  of  the  loss 
corporation's  asset  value  is  attributable  to 
assets  held  for  investment.  This  rule  does 
not  apply  to  regulated  investment  compa- 
nies or  real  estate  investment  trusts. 

Sixth,  the  value  of  the  loss  corporation 
for  purposes  of  determining  the  amoimt  of 
the  applicable  limitation  is  reduced  by  cap- 
ital contributions  made  with  a  tax-avoid- 
ance motive.  Capital  contributions  made 
within  two  years  prior  to  an  ownership 
change,  however,  are  presumed  to  have  a 
tax-avoidance  motive,  except  to  the  extent, 
provided  in  regulations. 

Seventh,  if  the  creditors  and  former 
shareholders  of  the  loss  corporation  retain 
at  least  a  50-percent  interest  in  the  corpora- 
tion, creditors  who  receive  stock  in  ex- 
change for  their  claims  as  part  of  a  bank- 
ruptcy proceeding  are  treated  as  continuing 
shareholders,  provided  their  debt  was  held 
for  at  least  one  year  prior  to  the  filing  of 
the  bankruptcy  petition  or  arose  in  the  ordi- 
nary course  of  the  loss  corporation's  busi- 
ness. Interest  deductions  on  debt  converted 
during  the  proceeding,  however,  reduce  the 
amount  of  NOL  carryforwards  to  the  extent 
such  interest  was  deducted  by  the  loss  cor- 
poration during  the  three-year  period  pre- 
ceding the  bankruptcy  proceeding.  In  addi- 
tion, all  NOL  carryforwards  are  eliminated 
if  a  loss  corporation  experiences  a  second 
ownership  change  within  two  years. 

The  Senate  amendment  is  effective  for 
purchases  after  December  31,  1986,  and  for 
tax-free  reorganizations  pursuant  to  plans 
adopted  after  December  31, 1986. 
Conference  Agreement 
Overview 

The  conference  agreement  alters  the  char- 
acter of  the  special  limitations  on  the  use  of 
NOL  carryforwards  in  a  manner  generally 
similar  to  the  House  bill  and  the  Senate 
amendment.  After  an  ownership  change,  as 
described  below,  the  taxable  income  of  a 


loss  corporation  available  for  offset  by  pre- 
acquisition  NOL  carryforwards  is  annually 
limited  to  a  prescribed  rate  times  the  value 
of  the  loss  corporation's  stock  on  the  date  of 
the  ownership  change.  In  addition,  NOL 
carryforwards  are  disallowed  entirely  imless 
the  loss  corporation  satisfies  continuity-of- 
business  enterprise  requirements  for  the 
two-year  period  following  any  ownership 
change.  The  conference  agreement  also  ex- 
pands the  scope  of  the  special  limitations  to 
Include  built-in  losses  and  allows  loss  corpo- 
rations to  take  into  account  built-in  gains. 
The  conference  agreement  also  includes  nu- 
merous technical  changes  and  several  anti- 
avoidance  rules.  Finally,  the  conference 
agreement  applies  similar  rules  to  carryfor- 
wards other  than  NOLs,  such  as  net  capital 
losses  and  excess  foreign  tax  credits. 

Ownership  change 

Under  the  conference  agreement,  the  spe- 
cial limitations  apply  after  any  ownership 
change.  An  ownership  change  occurs,  in 
general,  if  the  percentage  of  stock  of  the 
new  loss  corporation  owned  by  any  one  or- 
more  5-percent  shareholders  (described 
below)  has  Increased  by  more  than  50  per- 
centage points  relative  to  the  lowest  per- 
centage of  stock  of  the  old  loss  corporation 
owned  by  those  5-percent  shareholders  at 
any  time  during  the  testing  period  (general- 
ly a  three-year  period).'  The  determination 
of  whether  an  ownership  change  has  oc- 
curred is  made  by  aggregating  the  increases 
in  percentage  ownership  for  each  5-percent 
shareholder  whose  percentage  ownership 
has  increased  during  the  testing  period.  For 
this  purpose,  all  stock  owned  by  persons 
who  own  less  than  five  percent  of  a  loss  cor- 
poration's stock  is  generally  treated  as  stock 
owned  by  a  single  5-percent  shareholder. 
The  determination  of  whether  sin  ownership 
change  has  occurred  is  made  after  any 
owner  shift  involving  a  5-percent  sharehold- 
er or  any  equity  structure  shift. 

Determinations  of  the  percentage  of  stock 
in  a  loss  corporation  owned  by  any  person 
are  made  on  the  basis  of  value.  Except  as 
provided  in  regulations  to  be  prescribed  by 
the  Secretary,  changes  in  proportionate 
ownership  attributable  solely  to  fluctua- 
tions in  the  relative  fair  market  values  of 
different  classes  or  amoimts  of  stock  are  not 
taken  into  account. 

In  determining  whether  an  ownership 
change  has  occurred,  changes  in  the  hold- 
ings of  certain  preferred  stock  are  disregard- 
ed. Except  as  provided  in  regulations,  all 
"stock"  (not  including  stock  described  in 
section  1504(a)(4))  is  taken  into  account. 
Under  this  standard,  the  term  stock  does 
not  include  stock  that  (1)  is  not  entitled  to 
vote,  (2)  is  limited  and  preferred  as  to  divi- 
dends and  does  not  participate  in  corporate 
growth  to  any  significant  extent,  (3)  has  re- 
demption and  liquidation  rights  that  do  not 
exceed  the  stock's  issue  price  upon  issuance 
(except  for  a  reasonable  redemption  premi- 
um), and  (4)  is  not  convertible  to  any  other 
class  of  stock.  If  preferred  stock  carries  a 
dividend  rate  materially  in  excess  of  a 
market  rate,  this  may  indicate  that  it  would 
not  be  disregarded. 

Under  grants  of  regulatory  authority  in 
the  conference  agreement,  the  conferees 
expect  the  Treasury  Department  to  publish 
regtilations  disregarding,  in  appropriate 
cases,  certain  stock  that  would  otherwise  be 


•  Unless  specifically  identified  as  a  tajcable  year, 
all  references  to  any  period  constituting  a  year  (or 
multiple  thereof)  means  a  36S-day  period  (or  multi- 
ple thereof). 
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counted  In  determining  whether  an  owner- 
ship change  has  occurred,  when  necessary 
to  prevent  avoidance  of  the  special  limita- 
tions. For  example,  it  may  be  appropriate  to 
disregard  preferred  stock  (even  though 
voting)  or  common  stock  where  the  likely 
percentage  participation  of  such  stock  in 
future  corporate  growth  is  disproportionate- 
ly small  compared  to  the  percentage  value 
of  the  stock  as  a  proportion  of  total  stock 
value,  at  the  time  of  the  issuance  or  trans- 
fer. Similarly,  the  conferees  are  concerned 
that  the  inclusion  of  voting  preferred  stock 
(which  Ls  not  described  in  section  1504(a)(4) 
solely  because  it  carries  the  right  to  vote)  in 
the  definition  of  stock  presents  the  poten- 
tial for  avoidance  of  section  382.  As  another 
example,  stock  such  as  that  issued  to  the 
old  loss  company  shareholders  and  retained 
by  them  in  the  case  of  Maxwell  Hardware 
Company  v.  CommUnoner,  343  P.2d  716 
(9th  Cir.  1969).  is  not  intended  to  be  count- 
ed in  determining  whether  an  ownership 
change  has  occurred. 

In  addition,  the  conferees  expect  that  the 
Treasury  E>epartment  will  promulgate  regu- 
lations regarding  the  extent  to  which  stock 
that  is  not  described  in  section  1504(aK4) 
should  nevertheless  not  be  considered  stock. 
For  example,  the  Treasury  Department  may 
issue  regulations  providing  that  preferred 
stock  otherwise  described  in  section 
1504(a)(4)  will  not  be  considered  stock 
simply  because  the  dividends  are  in  arrears 
and  the  preferred  shareholders  thus  become 
entitled  to  vote. 

Owner  shift  involving  a  S-percent  share- 
holder 

An  owner  shift  involving  a  5-percent 
shareholder  is  defined  under  the  conference 
agreement  as  any  change  in  the  respective 
ownership  of  stock  of  a  cort>oration  that  af- 
fects the  percentage  of  stock  held  by  any 
person  who  holds  five  percent  or  more  of 
the  stock  of  the  corporation  (a  "5-percent 
shareholder")  before  or  after  the  change. 
For  purposes  of  this  rule,  all  less-than-5-per- 
cent  shareholders  are  aggregated  and  treat- 
ed as  one  5-percent  shareholder.  Thus,  an 
owner  shift  involving  a  5-percent  sharehold- 
er includes  (but  is  not  limited  to)  the  follow- 
ing transactions: 

(DA  taxable  purchase  of  loss  corporation 
stock  by  a  person  who  holds  at  least  five 
percent  of  the  stock  before  the  purchase: 

(2)  A  disposition  of  stock  by  a  person  who 
holds  at  least  five  percent  of  stock  of  the 
loss  corporation  either  before  or  after  the 
disposition: 

(3)  A  taxable  purchase  of  loss  corporation 
stock  by  a  person  who  becomes  a  5-percent 
shareholder  as  a  result  of  the  purchase: 

(4)  A  section  351  exchange  that  affects 
the  percentage  of  stock  ownership  of  a  loss 
corporation  by  one  or  more  5-percent  share- 
holders; 

(5)  A  decrease  in  the  outstanding  stock  of 
a  loss  corporation  leg.,  by  virtue  of  a  re- 
demption) that  affects  the  percentage  of 
stock  ownership  of  the  loss  corporation  by 
one  or  more  5-percent  shareholders: 

(6)  A  conversion  of  debt  (or  pure  preferred 
stock  that  is  excluded  from  the  definition  of 
stock)  to  stock  where  the  percentage  of 
stock  ownership  of  the  loss  corporation  by 
one  or  more  5-percent  shareholders  is  af- 
fected; and 

(7)  An  issuance  of  stock  by  a  loss  corpora- 
tion that  affects  the  percentage  of  stock 
ownership  by  one  or  more  5-percent  share- 
holders. 

Example  i.— The  stock  of  L  corporation  is 
publicly  traded;  no  shareholder  holds  five 
percent  or  more  of  L  stock.  During  the 


three-year  period  between  January  1,  1987 
and  January  1,  1990,  there  are  numerous 
trades  involving  L  stock.  No  ownership 
change  will  occur  as  a  result  of  such  pur- 
chases, provided  that  no  person  (or  persons) 
becomes  a  5-percent  shareholder,  either  di- 
rectly or  indirectly,  and  increases  his  (or 
their)  ownership  of  L  stock  by  more  than  50 
percentage  points. 

Example  2.— On  January  1,  1987,  the  stock 
of  L  corporation  is  publicly  traded:  no 
shareholder  holds  five  percent  or  more  of  L 
stock.  On  September  1,  1987,  individuals  A, 
B.  and  C.  who  were  not  previously  L  share- 
holders and  are  unrelated  to  each  other  or 
any  L  shareholders,  each  acquires  one-third 
of  L  stock.  A,  B,  and  C  each  have  become  5- 
percent  shareholders  of  L  and,  in  the  aggre- 
gate, hold  100  percent  of  the  L  stock.  Ac- 
cordingly, an  ownership  change  has  oc- 
curred, because  the  percentage  of  L  stock 
owned  by  the  three  5-percent  shareholders 
after  the  owner  shift  (100  percent)  has  in- 
creased by  more  than  50  percentage  points 
over  the  lowest  percentage  of  L  stock  owned 
by  A.  B.  and  C  at  any  time  during  the  test- 
ing period  (0  percent  prior  to  September  1, 
1987). 

Example  3.— On  January  1,  1987,  individ- 
ual I  owns  all  1,000  shares  of  corporation  L. 
On  June  15.  1987.  I  sells  300  of  his  L  shares 
to  unrelated  individual  A.  On  June  15,  1988, 
L  issues  100  shares  to  each  of  B,  C,  and  D. 
After  these  owner  shifts  involving  I,  A,  B,  C, 
and  D,  each  of  whom  are  5-percent  share- 
holders, there  is  no  ownership  change,  be- 
cause the  percentage  of  stock  owned  by  A, 

B,  C,  and  D  after  the  owner  shifts  (approxi- 
mately 46  percent— A-23  percent;  B,  C,  and 
D-7.7  percent  each)  has  not  increased  by 
more  than  50  percentage  points  over  the 
lowest  percentage  of  stock  owned  by  those 
shareholders  during  the  testing  period  (0 
percent  prior  to  June  15,  1987).  On  Decem- 
ber 15,  1988,  L  redeems  200  of  the  shares 
owned  by  I.  Following  this  owner  shift  af- 
fecting I,  a  5-percent  shueholder,  there  is 
an  ownership  change,  because  the  percent- 
age of  L  stock  owned  by  A.  B,  C,  and  D  (ap- 
proximately 55  percent— A-27.3  percent;  B, 

C,  and  D-9.1  percent  each)  has  increased  by 
more  than  50  percentage  points  over  the 
lowest  percentage  owned  by  those  share- 
holders during  the  testing  period  (0  percent 
prior  to  June  15, 1987). 

Example  4.— L  corporation  is  closely  held 
by  four  unrelated  individuals.  A,  B,  C,  and 

D,  On  January  1,  1987,  there  is  a  public  of- 
fering of  L  stock.  No  person  who  acquires 
st(x;k  in  a  public  offering  acquires  five  per- 
cent or  more,  and  neither  A,  B,  C,  nor  D  ac- 
quires any  additional  stock.  As  a  result  of 
the  offering,  less-than-5-percent  sharehold- 
ers own  stock  representing  80  percent  of  the 
outstanding  L  stock.  The  stock  ownership  of 
the  less-than-5-percent  shareholders  are  ag- 
gregated and  treated  as  owned  by  a  single  5- 
percent  shareholder  for  purposes  of  deter- 
mining whether  an  ownership  change  has 
occurred.  The  percentage  of  stock  owned  by 
the  less-than-5-percent  shareholders  after 
the  owner  shift  (80  percent)  has  increased 
by  more  than  50  percentage  iwints  over  the 
lowest  percentage  of  stock  owned  by  those 
shareholders  at  any  time  during  the  testing 
period  (0  percent  prior  to  January  1,  1987). 
Thus,  an  ownership  change  has  occurred. 

Example  5.— On  January  1,  1987,  L  corpo- 
ration is  wholly  owned  by  individual  X.  On 
January  1,  1988.  X  sells  50  percent  of  his 
stock  to  1,000  shareholders,  all  of  whom  are 
unrelated  to  him.  On  January  1.  1989,  X 
sells  his  remaining  50-percent  interest  to  an 
additional  1,000  shareholders,  all  of  whom 


also  are  unrelated  to  him.  Based  on  these 
facts,  there  is  not  an  ownership  change  im- 
mediately following  the  initial  sales  by  X. 
because  the  percentage  of  L  stock  owned  by 
the  group  of  less-than-5-percent  sharehold- 
ers (who  are  treated  as  a  single  5-percent 
shareholder)  after  the  owner  shift  (50  per- 
cent) has  not  increased  by  more  than  50  per- 
centage points  over  the  lowest  percentage  of 
stock  owned  by  this  group  at  any  time 
during  the  testing  period  (0  percent  prior  to 
January  1,  1988).  On  January  1,  1989,  how- 
ever, there  is  an  ownership  change,  because 
the  percentage  of  L  stock  owned  by  the 
group  of  less-than-5-percent  shareholders 
after  the  owner  shift  (100  percent)  has  in- 
creased by  more  than  50  percentage  points 
over  their  lowest  percentage  ownership  at 
any  time  during  the  testing  period  (0  per- 
cent prior  to  January  1, 1988). 

Example  6.— The  stock  of  L  corporation  is 
publicly  traded;  no  shareholder  owns  five 
percent  or  more.  On  January  1,  1987.  there 
is  a  stock  offering  as  a  result  of  which  stock 
representing  60  percent  of  L's  value  is  ac- 
quired by  an  investor  group  consisting  of  12 
unrelated  individuals,  each  of  whom  ac- 
quires five  percent  of  L  stock.  Based  on 
these  facts,  there  has  been  an  ownership 
change,  because  the  percentage  of  L  stock 
owned  after  the  owner  shift  by  the  12  5-per- 
cent shareholders  in  the  investor  group  (60 
percent)  has  increased  by  more  than  50  per- 
centage points  over  the  lowest  percentage  of 
stock  owned  by  those  shEU'eholders  at  any 
time  during  the  testing  period  (0  percent 
prior  to  January  1, 1987). 

Example  7.— On  January  1,  1987.  L  corpo- 
ration is  owned  by  two  unrelated  sharehold- 
ers. A  (60  percent)  and  C  (40  percent).  LS 
corporation  is  a  wholly  owned  subsidiary  of 
L  corporation  and  is  therefore  deemed  to  be 
owned  by  A  and  C  in  the  same  proportions 
as  their  ownership  of  L  (after  application  of 
the  attribution  rules,  as  discussed  below). 
On  January  1.  1988.  L  distributes  all  the 
stock  of  L£  to  A  in  exchange  for  all  of  A's  L 
stock  in  a  section  355  transaction.  There  has 
been  an  ownership  change  of  L,  because  the 
percentage  of  L  stock  owned  by  C  (100  per- 
cent) has  increased  by  more  than  50  per- 
centage points  over  the  lowest  percentage  of 
L  stock  owned  by  C  at  any  time  during  the 
testing  period  (40  percent  prior  to  the  distri- 
bution of  IS  stock).  There  has  not  been  an 
ownership  change  of  IS,  because  the  per- 
centage of  LS  stock  owned  by  A  (100  per- 
cent) has  not  increased  by  more  than  50 
percentage  points  over  the  lowest  percent- 
age of  stock  owned  by  A  at  any  time  during 
the  testing  period  (60  percent,  after  applica- 
tion of  the  attribution  rules,  as  discussed 
below),  prior  to  January  1,  1988. 

Equity  structure  shift 

An  equity  structure  shift  is  defined  under 
the  conference  agreement  as  any  tax-free 
reorganization  within  the  meaning  of  sec- 
tion 368.  other  than  a  divisive  reorganiza- 
tion or  an  "F"  reorganization.  In  addition, 
to  the  extent  provided  in  regulations,  the 
term  equity  structure  shift  will  include 
other  transactions,  such  as  public  offerings 
not  involving  a  5-percent  shareholder  or 
taxable  reorganization-type  transactions 
(e.?.,  mergers  or  other  reorganization-type 
transactions  that  do  not  qualify  for  tax-free 
treatment  due  to  the  nature  of  the  consider- 
ation or  the  failure  to  satisfy  any  of  the 
other  requirements  for  a  tax-free  transac- 
tion). A  purpose  of  the  provision  that  con- 
siders only  owner  shifts  involving  a  5-per- 
cent shareholder  is  to  relieve  widely  held 
companies  from  the  burden  of  keeping  track 
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of  trades  among  such  shareholders.  For  ex- 
ample, a  publicly  traded  company  that  is  60 
percent  owned  by  less-than-5-percent  share- 
holders would  not  experience  an  ownership 
change  merely  because,  within  a  three-year 
period,  every  one  of  such  shareholders  sold 
his  sUKk  to  a  person  who  was  not  a  5-per- 
cent shareholder.  The  conferees  believe, 
however,  that  there  are  situations  involving 
transfers  of  stock  involving  less-than-5-per- 
cjent  shareholders,  other  than  tax-free  reor- 
ganizations (for  example,  public  offerings). 
In  which  it  will  be  feasible  to  identify 
changes  in  ownership  involving  such  share- 
holders, because,  unlike  public  trading,  the 
changes  occmi  as  part  of  a  single,  integrated 
transaction.  Where  identification  is  reason- 
ably feasible  or  a  reasonable  presumption 
can  be  applied,  the  conferees  intend  that 
the  Treasury  Department  will  treat  such 
transactions  under  the  rules  applicable  to 
equity  structure  shifts. 

Under  the  conference  agreement,  for  pur- 
poses of  determining  whether  an  ownership 
change  has  occurred  following  an  equity 
structure  shift,  the  less-than-5-percent 
shareholders  of  each  corporation  that  was  a 
party  to  the  reorganization  will  be  segregat- 
ed and  treated  as  a  single,  separate  5-per- 
cent shareholder.  Moreover,  the  conference 
agreement  provides  regulatory  authority  to 
apply  similar  segregation  rules  in  cases, 
such  as  a  public  offering  or  recapitalization, 
that  involve  only  a  single  corporation. 

Example  «.— On  January  1,  1988,  L  corpo- 
ration (a  loss  corporation)  is  merged  (in  a 
transaction  described  in  section 
368(a)(1)(A))  into  P  corporation  (not  a  loss 
corporation),  with  P  surviving.  Both  L  and  P 
are  publicly  traded  corporations  with  no 
shareholder  owning  five  percent  or  more  of 
either  corporation  or  the  surviving  corpora- 
tion. In  the  merger,  L  shareholders  receive 
30  percent  of  the  stock  of  P.  There  has  been 
an  ownership  change  of  L,  because  the  per- 
centage of  P  stock  owned  by  the  former  P 
shareholders  (all  of  whom  are  less-than-5- 
percent  shareholders  who  are  treated  as  a 
separate,  single  5-percent  shareholder)  after 
the  equity  structure  shift  (70  percent)  has 
increased  by  more  than  50  percentage 
points  over  the  lowest  percentage  of  L  stock 
owned  by  such  shareholders  at  any  time 
during  the  testing  period  (0  percent  prior  to 
the  merger).  If,  however,  the  former  share- 
holders of  L  had  received  at  least  50  percent 
of  the  stock  of  P  in  the  merger,  there  would 
not  have  been  an  ownership  change  of  L. 

It  is  anticipated  that  the  same  results 
would  apply  in  a  taxable  merger  in  which 
the  loss  corporation  survives,  under  facts  as 
described  above,  pursuant  to  regulations 
treating  taxable  reorganization-type  trans- 
actions as  equity  structure  shifts. 

Example  9.— On  January  1,  1987,  L  corpo- 
ration is  owned  by  two  unrelated  sharehold- 
ers, A  (60  percent)  and  C  (40  percent).  On 
January  1, 1988,  L  redeems  all  of  A's  L  stock 
in  exchange  for  non-voting  preferred  stock 
described  in  section  1504(a)(4).  Following 
this  recapitalization  (which  is  both  an 
equity  structure  shift  and  an  owner  shift  in- 
volving a  5-percent  shareholder),  there  has 
been  an  ownership  change  of  L,  because  the 
percentage  of  L  stock  (which  does  not  in- 
clude preferred  stock  within  the  meaning  of 
section  1504(a)(4))  owned  by  C  foUowing  the 
equity  structure  shift  (100  percent)  has  in- 
creased by  more  than  50  percentage  points 
over  the  lowest  percentage  of  L  stock  owned 
by  C  at  any  time  during  the  testing  period 
(40  percent  prior  to  the  recapitalization). 

Assume,  however,  that  on  January  1, 1987, 
the  stock  of  L  corporation  was  widely  held. 


with  no  shareholder  owning  as  much  as  five 
percent,  and  that  60  percent  of  the  stock 
was  redeemed  in  exchange  for  non-voting 
preferred  stock  in  a  transaction  that  is  oth- 
erwise identical  to  the  transaction  described 
above  (which  would  be  an  equity  structure 
shift,  but  not  an  owner  shift  involving  a  5- 
percent  shareholder  because  of  the  exist- 
ence of  only  a  single  5-percent  shareholder, 
the  aggregated  less-than-5-percent  share- 
holders, who  owns  100  percent  of  L  both 
before  and  after  the  exchange).  In  such  a 
case,  the  Secretary  will  prescribe  regula- 
tions segregating  the  less-than-5-percent 
shareholders  of  the  single  corporation,  so 
that  the  group  of  shareholders  who  retain 
common  stock  in  the  recapitalization  will  be 
treated  as  a  separate,  single  5-percent  share- 
holder. Accordingly,  such  a  transaction 
would  constitute  an  ownership  change,  be- 
cause the  percentage  of  L  stock  owned  by 
the  continuing  common  shareholders  (100 
percent)  has  increased  by  more  than  50  per- 
centage points  over  the  lowest  percent  of 
stock  owned  by  such  shareholders  at  any 
time  during  the  testing  period  (40  percent 
prior  to  the  recapitalization). 

Example  10.— Ij  corporation  stock  is  widely 
held;  no  shareholder  owns  as  much  as  five 
percent  of  L  stock.  On  January  1,  1988,  L 
corporation,  which  has  a  value  of  $1  million, 
directly  issues  stock  with  a  value  of  $2  mil- 
lion to  the  public:  no  one  person  acquired  as 
much  as  five  percent  in  the  public  offering. 
Under  the  statutory  definitions  contained  in 
the  conference  agreement,  no  ownership 
change  has  occurred,  because  a  public  offer- 
ing in  which  no  person  acquires  as  much  as 
five  percent  of  the  corporation's  stock,  how- 
ever large,  by  a  corporation  that  has  no  five- 
percent  shareholder  before  the  offering 
would  not  affect  the  percentage  of  stock 
owned  by  a  5-percent  shareholder.'  In  other 
words,  the  percentage  of  stock  owned  by 
less-than-5-percent  shareholders  of  L  imme- 
diately after  the  public  offering  (100  per- 
cent) has  not  increased  by  more  than  50 
percentage  points  over  the  lowest  percent- 
age of  stock  owned  by  the  less-than-5-per- 
cent  shareholders  of  L  at  any  time  during 
the  testing  period  ( 100  percent). 

Under  the  conference  agreement,  howev- 
er, to  the  extent  provided  in  regulations 
that  will  apply  prospectively  from  the  date 
the  regulations  are  issued,  a  public  offering 
can  be  treated  as  an  equity  structure  shift. 
Rules  also  would  be  provided  to  segregate 
the  group  of  less-than-5-percent  sharehold- 
ers prior  to  the  offering  and  the  new  group 
of  less  than-5-percent  shareholders  that  ac- 
quire stock  pursuant  to  the  offering.  Under 
such  regulations,  therefore,  the  public  offer- 
ing could  be  treated  as  an  equity  structure 
shift,  and  the  less-than-5-percent  sharehold- 
ers who  receive  stock  in  the  public  offering 
could  be  segregated  and  treated  as  a  sepa- 
rate 5-percent  shareholder.  Thus,  an  owner- 
ship change  may  result  from  the  public  of- 
fering described  above,  because  the  percent- 
age of  stock  owned  by  the  group  of  less- 
than-5-percent  shareholders  who  acquire 
stock  In  the  public  offering,  who  are  treated 
as  a  separate  5-percent  shareholder  (66.67 
percent),  has  increased  by  more  than  50  per- 
centage points  over  the  lowest  percentage  of 


'  A  different  result  would  occur  if  the  public  of- 
fering were  performed  by  an  underwriter  on  a 
"firm  commitment"  basis,  because  the  underwriter 
would  be  a  5-percent  shareholder  whose  percentage 
of  stock  (68.67  percent)  has  increased  by  more  than 
50  percentage  poin.ts  over  the  lowest  percentage  of 
stock  owned  by  the  underwriter  at  any  time  during 
the  testing  period  (0  percent  prior  to  public  offer- 
ing). See  Rev.  Rul.  78-294.  1978-2  C.B.  141 


L  stock  owned  by  such  shareholders  at  any 
time  during  the  testing  period  (0  percent 
prior  to  the  public  offering).  The  conference 
agreement  anticipates  that  the  regulations 
treating  public  offerings  as  equity  structure 
shifts  also  may  provide  rules  to  allow  the 
corporation  to  establish  the  extent,  if  any. 
to  which  existing  shareholders  acquire  stock 
in  the  public  offering. 

Multiple  transactioru 

As  described  above,  the  determination  of 
whether  an  ownership  change  has  occurred 
is  made  by  comparing  the  relevant  share- 
holders' stock  ownership  Immediately  after 
either  an  owner  shift  Involving  a  5-percent 
shareholder  or  an  equity  structure  shift 
with  the  lowest  percentage  of  such  share- 
holders' ownership  at  any  time  during  the 
testing  period  preceding  either  the  owner 
shls^.  Involving  a  5-percent  shareholder  or 
the  eiiuity  structure  shift.  Thus,  changes  in 
ownership  that  occur  by  reason  of  a  series 
of  transactions  including  both  owner  shifts 
involving  a  5-percent  shareholder  and 
equity  structure  shifts  may  constitute  an 
ownership  change.  In  determining  whether 
an  ownership  change  has  occurred  as  a 
result  of  a  transaction  or  transactions  fol- 
lowing an  equity  structure  shift  or  owner 
shift  Involving  a  5-[>ercent  shareholder  that 
did  not  result  in  an  ownership  change,  the 
conference  agreement  provides  that,  unless 
a  different  proportion  is  established,  the  ac- 
qiilsltlon  of  stock  after  such  a  shift  shall  be 
treated  as  being  made  proportionately  from 
all  the  shareholders  immediately  before  the 
acquisition. 

Example  11.— On  January  1,  1988, 1  (an  in- 
dividual) purchased  40  percent  of  the  stock 
of  L.  The  remaining  stock  of  L  Is  owned  by 
25  shareholders,  none  of  whom  own  as 
much  as  five  percent.  On  July  1,  1988,  L  Is 
merged  Into  P— which  is  wholly  owned  by 
I— In  a  tax-free  reorganization.  In  exchange 
for  their  stock  in  L,  the  L  shareholders  (Im- 
mediately before  the  merger)  receive  stock 
with  a  value  representing  60  percent  of  the 
P  stock  that  is  outstanding  Immediately 
after  the  merger  (24  percent  to  I:  36  percent 
to  the  less-than-5-percent  shareholders  of 
L).  No  other  transactions  occurred  with  re- 
spect to  L  stock  during  the  testing  period 
preceding  the  merger.  There  is  an  owner- 
ship change  with  respect  to  L  immediately 
following  the  merger,  l>ecause  the  percent- 
age of  stock  owned  by  I  in  the  combined 
entity  (64  percent— 40  percent  by  virtue  of 
I's  ownership  of  P  prior  to  the  merger  plus 
24  percent  received  in  the  merger)  has  In- 
creased by  more  than  50  percentage  points 
over  the  lowest  percentage  of  stock  In  L 
owned  by  I  during  the  testing  period  (0  per- 
cent prior  to  January  1.  1988). 

Example  IZ.-On  Jidy  12.  1989.  L  corpora- 
tion is  owned  45  percent  by  P,  a  publicly 
traded  corporation  (with  no  5-percent  share- 
holders), 40  percent  by  individual  A,  and  15 
percent  by  individual  B.  All  of  the  L  share- 
holders have  owned  their  stock  since  Ls  or- 
ganization in  1984.  Neither  A  nor  B  owns 
any  P  stock.  On  July  30,  1989,  B  sells  his 
entire  15-percent  Interest  to  C  for  cash.  On 
August  13,  1989.  P  acquires  A's  entire  40- 
percent  Interest  In  exchange  for  P  stock  rep- 
resenting an  Insignificant  percentage  of  the 
outstanding  P  voting  stock  In  a  "B  "  reorga- 
nization. 

There  is  an  ownership  change  Immediate- 
ly following  the  B  reorganization,  because 
the  percentage  of  L  stock  held  (through  at- 
tribution, as  described  belowV  by  P  share- 
holders (all  of  whom  are  less  than-5-percent 
shareholders  who  are  treated  as  one  5-per- 
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cent  shareholder)  and  C  (100  percent— P 
shareholders— 85  percent;  C-15  percent)  has 
increased  by  more  than  50  percentage 
points  over  the  lowest  percentage  of  stock 
owned  by  P  shareholders  and  C  at  any  time 
during  the  testing  period  (45  percent  held 
constructively  by  P  shareholders  prior  to 
August  13.  1989). 

Example  13.— The  stock  of  L  corporation 
is  widely  held  by  the  public:  no  single  share- 
holder owns  five  percent  or  more  of  L  stock. 
O  corporation  also  is  widely  held  with  no 
shareholder  owning  5  percent  or  more.  On 
January  1.  1988,  L  corporation  and  G  corpo- 
ration merge  (in  a  tax-free  transaction), 
with  L  surviving,  and  G  shareholders  re- 
ceive 49  percent  of  L  stock.  On  July  1.  1988. 
B,  an  individual  who  has  never  owned  stock 
in  L  or  G,  purchases  5  percent  of  L  stock  in 
a  transaction  on  a  public  stock  exchange. 

The  merger  of  L  and  G  is  not  an  owner- 
ship change  of  L,  because  the  percentage  of 
stock  owned  by  the  less-than-5-percent 
shareholders  of  G  (who  are  aggregated  and 
treated  as  a  single  5-percent  shareholder) 
(49  percent)  has  not  increased  by  more  than 
50  percentage  points  over  the  lowest  per- 
centage of  L  stock  owned  by  such  share- 
holders during  the  testing  period  (0  percent 
prior  to  the  merger).  The  purchase  of  L 
stock  by  B  is  an  owner  shift  involving  a  five- 
percent  shareholder,  which  is  presumed 
(unless  otherwise  established)  to  have  been 
made  proportionately  from  the  groups  of 
former  G  and  L  shareholders  (49  percent 
from  the  G  shareholders  and  51  percent 
from  the  L  shareholders).  There  is  an  own- 
ership change  of  L  because,  immediately 
after  the  owner  shift  involving  B.  the  per- 
centage of  stock  owned  by  the  G  sharehold- 
ers (presumed  to  be  46.55  percent— 49  per- 
cent actually  acquired  in  the  merger  less 
2.45  percent  presumed  sold  to  B)  and  B  (5 
percent)  has  increased  by  more  than  50  per- 
centage points  over  the  lowest  percentage  of 
L  stock  owned  by  those  shareholders  at  any 
time  during  the  testing  period  (0  percent 
prior  to  the  merger). 

Example  14.— The  stock  of  L  corporation 
and  G  corporation  is  widely  held  by  the 
public;  neither  corporation  has  any  share- 
holder owning  as  much  as  five  percent  of  its 
stock.  On  January  1.  1988.  B  purchases  10 
percent  of  L  stock.  On  July  1,  1988,  L  and  G 
merge  (In  a  tax-free  transaction),  with  L 
surviving,  and  G  shareholders  receiving  49 
percent  of  L  stock. 

The  merger  of  L  and  G  is  an  ownership 
change  because,  immediately  after  the 
merger,  the  percentage  of  stock  owned  by  G 
shareholders  (49  percent)  and  B  (5.1  per- 
cent) has  increased  by  more  than  50  per- 
centage points  over  the  lowest  percentage  of 
L  stock  owned  by  such  shareholders  at  any 
time  during  the  testing  period  (0  percent 
prior  to  the  stock  purchase  by  B). 
AUrilnUion  and  aggregation  of  stock  owner- 
ship 

Attribution  from  entities.— In  determining 
whether  an  ownership  change  has  occurred, 
the  constructive  ownership  rules  of  section 
318,  with  several  exceptions,  are  applied. 
The  rules  for  attributing  ownership  from 
corporations  to  their  shareholders  are  ap- 
plied without  regard  to  the  extent  of  the 
shareholders'  ownership  in  the  corporation. 
Thus,  any  stock  owned  by  a  corporation  is 
treated  as  being  owned  proportionately  by 
its  shareholders.  Moreover,  except  as  pro- 
vided in  regulations,  any  such  stock  attrib- 
uted to  a  corporation's  shareholder  is  not 
treated  as  being  held  by  such  corporation. 
Stock  attributed  from  a  partnership,  estate 
or  trust  similarly  shall  not  be  treated  as 
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being  held  by  such  entity.  The  effect  of  the 
attribution  rules  is  to  prevent  application  of 
the  special  limitations  after  an  acquisition 
that  does  not  result  in  a  more  than  50  per- 
cent change  in  the  ultimate  beneficial  own- 
ership of  a  loss  corporation.  Conversely,  the 
attribution  rules  result  in  an  ownership 
change  where  more  than  50  percent  of  a 
loss  corporation's  stock  is  acquired  indirect- 
ly through  an  acquisition  of  stock  in  the 
corporation's  parent  corporation. 

Example  15.— L  corporation  is  publicly 
traded;  no  shareholder  owns  as  much  as  five 
percent.  P  corporation  is  publicly  traded;  no 
shareholder  owns  as  much  as  five  percent. 
On  January  1,  1988.  P  corporation  pur- 
chases 100  percent  of  L  corporation  stock  on 
the  open  market.  The  L  stock  owned  by  P  is 
attributed  to  the  shareholders  of  P,  all  of 
whom  are  less-than-5-percent  shareholders 
who  are  treated  as  a  single,  separate  5-per- 
cent shareholder.  Accordingly,  there  has 
been  an  ownership  change  of  L.  because  the 
percentage  of  stock  owned  by  the  P  share- 
holders after  the  purchase  (100  percent)  has 
increased  by  more  than  50  percentage 
points  over  the  lowest  percentage  of  L  stock 
owned  by  that  group  at  any  time  during  the 
testing  period  (0  percent  prior  to  January  1 
1988). 

Aggregation  ruics.— Special  aggregation 
rules  are  applied  for  all  stock  ownership, 
actual  or  deemed,  by  shareholders  of  a  cor- 
poration who  are  less-than-5-percent  share- 
holders. Except  as  provided  in  regulations, 
stock  owned  by  such  persons  is  treated  as 
being  held  by  a  single,  separate  5-percent 
shareholder.  For  purposes  of  determining 
whether  transactions  following  an  equity 
structure  shift  or  owner  shift  involving  a  5- 
percent  shareholder  constitute  an  owner- 
ship change,  the  aggregation  rules  trace  any 
subsequent  change  in  ownership  by  a  group 
of  less-than-5-percent  shareholders.  In  ana- 
lyzing subsequent  shifts  in  ownership, 
unless  a  different  proportion  is  otherwise 
established,  acquisitions  of  stock  shall  be 
treated  as  being  made  proportionately  from 
all  shareholders  immediately  before  such 
acquisition. 

Example  i 6. —Corporation  A  is  widely  held 
by  a  group  of  less-than-5-percent  sharehold- 
ers ("Shareholder  Group  A").  Corporation 
A  owns  80  percent  of  both  corporation  B 
and  corporation  C,  which  respectively  own 
100  percent  of  corporation  L  and  corpora- 
tion P.  Individual  X  owns  the  remaining 
stock  in  B  (20  percent)  and  individual  Y 
owns  the  remaining  stock  in  C  (20  percent). 
On  January  1,  1988,  L  merges  into  P.  with  P 
surviving,  and  B  is  completely  cashed  out. 
The  attribution  rules  and  special  aggrega- 
tion rules  apply  to  treat  Shareholder  Group 
A  as  a  single,  separate  5-percent  sharehold- 
er owning  80  percent  of  both  L  and  P  prior 
to  the  merger.  Following  the  merger.  Share- 
holder Group  A  still  owns  80  percent  of  the 
stock  of  P,  a  new  loss  corporation,  and  Y 
owns  20  percent.  No  ownership  change 
occurs  as  a  result  of  the  merger,  because  the 
stock  of  P,  the  new  loss  corporation,  owned 
by  Y  (20  percent)  has  not  increased  by  more 
than  50  percentage  points  over  the  lowest 
percentage  of  stock  of  L,  the  old  loss  corpo- 
ration, owned  by  Y  at  any  time  during  the 
testing  period  (0  percent  prior  to  January  1, 
1988). 

Example  17.— h  corporation  is  publicly 
traded;  no  shareholder  owns  more  than  five 
percent.  LS  is  a  wholly  owned  subsidiary  of 
L  corporation.  On  January  1, 1988,  L  distrib- 
utes all  the  stock  of  LS  pro  rata  to  the  L 
shareholders.  There  has  not  l)een  any 
change  in  the  respective  ownership  of  the 
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stock  of  LS,  because  the  less-than-5  percent 
shareholders  of  L,  who  are  aggregated  and 
treated  as  a  single,  separate  5-percent  share- 
holder, are  treated  as  owning  100  percent  of 
LS  (by  attribution)  before  the  distribution 
and  directly  own  100  percent  of  LS  after  the 
distribution.  Thus,  no  owner  shift  involving 
a  5-percent  shareholder  has  occurred;  ac- 
cordingly, there  has  not  been  an  ownership 
change. 

Example  18.— h  Corporation  is  valued  at 
$600.  Individual  A  owns  30  percent  of  L 
stock,  with  its  remaining  ownership  widely 
held  by  less-than-5-percent  shareholders 
("Shareholder  Group  L").  P  corporation  is 
widely  held  by  less-than-5-percent  share- 
holders ("Shareholder  Group  P"),  and  is 
valued  at  $400.  On  January  1.  1988,  L  and  P 
consolidate  in  a  tax  free  reorganization  into 
L/P  Corporation,  with  60  percent  of  the 
value  of  such  stock  being  distributed  to 
former  L  corporation  shareholders.  On  June 
15,  1988.  17  percent  of  L/P  corporation 
stock  is  acquired  in  a  series  of  open  market 
transactions  by  individual  B.  At  all  times 
between  January  1,  1988  and  June  15,  1988. 
A's  ownership  interest  In  L/P  Corporation 
remained  unchanged. 

The  consolidation  by  L  and  P  on  January 
1,  1988  is  an  equity  structure  shift,  but  not 
an  ownership  change  with  respect  to  L 
Under  the  attribution  and  aggregation 
rules,  the  ownership  interest  in  new  loss  cor- 
poration, L/P  Corporation,  is  as  follows:  A 
owns  18  percent  (60  percent  of  30  percent), 
Shareholder  Group  L  owns  42  percent  (60 
percent  of  70  percent)  and  Shareholder 
Group  P  owns  40  percent.  The  only  5-per- 
cent shareholder  whose  stock  interest  in 
new  loss  corporation  increased  relative  to 
the  lowest  percentage  of  stock  ownership  in 
old  loss  corporation  during  the  testing 
period,  Shareholder  Group  P,  did  not  in- 
crease by  more  than  50  percentage  points. 

The  conference  agreement  provides  that, 
unless  a  different  proportion  is  established, 
acquisitions  of  stock   following   an  equity 
structure  shift  shall  be  treated  as  being 
made  proportionately  from  all  shareholders 
immediately  before  such  acquisition.  Thus, 
under  the  general  rule,  B's  open  market 
purchase  on  June  15,  1988  of  L/P  Corpora- 
tion stock  would  be  treated  as  being  made 
proportionately  from  A.  Shareholder  Group 
L.  and  Shareholder  Group  P.  As  a  result, 
the  application  of  this  convention  without 
modification  would  result  in  an  ownership 
change,  because  the  interests  of  B  (17  per- 
cent) and  Shareholder  Group  P  (40  percent 
less  the  6.8  percent  deemed  acquired  by  B) 
in   new   loss   corporation   would    have   in- 
creased by  more  than  50  percentage  points 
during  the  testing  period  (50.2  percent).  A's 
ownership  interest  in  L/P  corporation,  how- 
ever, has  in  fact  remained  unchanged.  Be- 
cause L/P  Corporation  could  thus  establish 
that  the  acquisition  by  B  was  not  propor- 
tionate from  all  existing  shareholders,  how- 
ever, it  would  be  permitted  to  establish  a 
different  proportion  for  the  deemed  share- 
holder composition  following  B's  purchase 
as  follows:  (DA  actually  owns  18  percent, 
(2)  B  actually  owns  17  percent.  (3)  Share- 
holder Group  L  is  deemed  to  own  33.3  per- 
cent (42  percent  less  (17  percent  x  42/82)), 
and  (4)  Shareholder  Group  P  is  deemed  to 
own  31.7  percent  (40  percent  less  (17  per- 
cent x  40/82)).  If  L/P  Corporation  properly 
establishes     these     facts,     no     ownership 
change  has  occurred,  because  B  and  Share- 
holder Group  P  have  a  stock  interest  in  L/P 
Corporation  (48.7  percent)  that  has  not  in- 
creased by  more  than  50  percentage  points 
over  the  lowest  percentage  of  stock  owned 
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by  such  shareholders  in  L/P  Corporation,  or 
L  Corporation  at  any  time  during  the  test- 
ing period  (0  percent). 

Other  attribution  rules.— The  family  attri- 
bution   rules    of    sections    318(a)(1)    and 
318(a)(5)(B)  do  not  apply,  but  an  individual, 
his  spouse,  his  parents,  his  children,  and  his 
grandparents  are  treated  as  a  single  share- 
holder. "Back"  attribution  to  partnerships, 
trusts,  estates,  and  corporations  from  part- 
ners,  beneficiaries,   and   shareholders   will 
not  apply  except  as  provided  in  regulations. 
Finally,  except  as  provided  in  regulations, 
the  holder  of  an  option  is  treated  as  owning 
the  underlying  stock  if  such  a  presumption 
would  result  in  an  ownership  change.  (The 
subsequent  exercise  of  such  an  option  is,  of 
course,   disregarded   if   the   owner   of   the 
option  has  been  treated  as  owning  the  un- 
derlying stock.)  This  rule  is  to  be  applied  on 
an  option-by-option  basis  so  that,  in  appro- 
priate cases,  certain  options  will  be  deemed 
exercised  while  others  may  not.  Similarly,  a 
person  wUl  be  treated  as  owning  stock  that 
may  be  acquired  pursuant  to  any  contingen- 
cy, warrant,  right  to  acquire  stock,  conver- 
sion feature,  or  put,  if  such  a  presumption 
results   in   an   ownership   change.    If   the 
option  or  other  contingency  expires  without 
a  transfer  of  stock  ownership,  but  the  exist- 
ence of  the  option  or  other  contingency  re- 
sulted In  an  ownership  change  under  this 
rule,  the  loss  corporation  will  be  able  to  file 
amended  tax  returns  (subject  to  any  appli- 
cable statute  of  limitations)  for  prior  years 
as  if  the  corporation  had  not  been  subject  to 
the  special  limitations. 

Example  19.— h  corporation  has  1,000 
shares  of  stock  outstanding,  which  are 
owned  by  25  unrelated  shareholders,  none 
of  whom  own  five  percent  or  more.  P  corpo- 
ration is  wholly  owned  by  individual  A.  On 
January  1,  1987,  L  corporation  acquires  100 
percent  of  P  stock  from  A.  In  exchange,  A 
receives  750  shares  of  L  stock  and  a  contin- 
gent right  to  receive  up  to  an  additional  500 
shares  of  L  stock,  depending  on  the  earnings 
of  P  corporation  over  the  next  five  years. 

Under  the  conference  agreement.  A, 
except  as  provided  in  regulations,  is  treated 
as  owning  all  the  L  stock  that  he  might  re- 
ceive under  the  contingency  (and  such  stock 
is  thus  treated  as  additional  outstanding 
stock).  Accordingly,  an  ownership  change  of 
L  has  occurred,  because  the  percenUge  of 
stock  owned  (and  treated  as  owned)  by  A 
(1,250  shares— 55.5  percent  (33.3  percent 
(750  of  2.250  shares)  directly  and  22.2  per- 
cent (500  of  2,250  shares)  by  attribution)) 
has  increased  by  more  than  50  percentage 
points  over  the  lowest  percentage  of  stock 
owned  by  A  at  any  time  during  the  testing 
period  (0  percent  prior  to  January  1.  1987). 
Slock  acQuired  by  reason  of  death,  gift,  di- 
vorce or  separation.— If  (i)  the  basis  of  any 
stock  in  the  hands  of  any  person  is  deter- 
mined under  section  1014  (relating  to  prop- 
erty acquired  from  a  decedent),  section  1015 
(relating  to  property  acquired  by  a  gift  or 
transfer  in  trust)  or  section  1041(b)  (relating 
to  transfers  of  property  between  spouses  or 
incident  to  divorce),  (ii)  stock  is  received  by 
any  person  in  satisfaction  of  a  right  to  re- 
ceive a  pecuniary  bequest,  or  (iii)  stock  is  ac- 
quired by  a  person  pursuant  to  any  divorce 
or  separation  instrument  (within  the  mean- 
ing of  section  71(bK2)),  then  such  persons 
shall  be  treated  as  owning  such  stock  during 
the  period  such  stock  was  owned  by  the 
person  from  whom  it  was  acquired.  Such 
transfers,  therefore,  would  not  constitute 
owner  shifts. 

Special  rule  for  employee  stock  ovmership 
ptoiu.— If  certain  ownership  and  allocation 


requirements  are  satisfied,  the  acquisition 
of  employer  securities  (within  the  meaning 
of  section  409(1))  by  either  a  tax  credit  em- 
ployee stock  ownership  plan  or  an  employee 
stock  ownership  plan  (within  the  meaning 
of  section  4975(e)(7))  shall  not  be  taken  into 
account  in  determining  whether  an  owner- 
ship change  has  occurred.  The  acquisition 
of  employer  securities  from  any  such  plan 
by  a  participant  of  any  such  plan  pursuant 
to  the  requirements  of  section  409(h)  will 
also  not  be  taken  into  account  in  determin- 
ing whether  an  ownership  change  has  oc- 
curred. 

Utilization  of  holding  company  struc- 
tures.—The  mere  formation  of  a  holding 
company  unaccompanied  by  a  change  in  the 
beneficial  ownership  of  the  loss  corporation 
will  not  result  in  an  ownership  change.  The 
attribution  rules  of  section  318,  as  modified 
for  purposes  of  applying  these  special  limi- 
tations, achieve  this  result  by  generally  dis- 
regarding any  corporate  owner  of  stock  as 
the  owner  of  any  loss  corporation  stock.  In- 
stead, the  attribution  rules  are  designed  to 
provide  a  mechanism  for  tracking  the 
changes  in  ownership  by  the  ultimate  bene- 
ficial owners  of  the  loss  corporation.  The 
creation  of  a  holding  company  structure  is 
significant  to  the  determination  of  whether 
an  ownership  change  has  occurred  only  if  it 
is  accompanied  by  a  change  in  the  ultimate 
beneficial  ownership  of  the  loss  corporation. 
Example  20.— The  stock  of  L  corporation 
is  owned  equally  by  uiu-elated  individuals.  A, 
B,  C,  and  D.  On  January  1,  1988.  A.  B,  C, 
and  D  contribute  their  L  corporation  stock 
to  a  newly  formed  holding  company  ("HC") 
in  exchange  for  equal  interests  in  sUxsk  and 
securities  of  HC  in  a  transaction  that  quali- 
fies under  section  351. 

The  formation  of  HC  does  not  result  in  an 
ownership  change  with  respect  to  L.  Under 
the  attribution  rules.  A,  B,  C,  and  D  follow- 
ing the  incorporation  of  L  corporation  are 
considered  to  own  25  percent  of  the  stock  of 
L  corporation  and,  unless  provided  other- 
wise in  regulations,  HC  is  treated  as  not 
holding  any  stock  in  L  corporation.  Accord- 
ingly, the  respective  holdings  in  L  corpora- 
tion were  not  altered  to  any  extent  and 
there  is  thus  no  owner  shift  involving  a  5- 
percent  shareholder.  The  result  would  be 
the  same  if  L  corporation  were  owned  by 
less-than-5-percent  shareholders  prior  to 
the  formation  of  the  holding  company. 

Example  21.— The  stock  of  L  corporation 
is  widely  held  by  the  public  ("Public/L") 
and  is  valued  at  $600.  P  is  also  widely  held 
by  the  pubUc  ("Public/P")  and  is  valued  at 
$400.  On  January  1,  1988,  P  forms  Newco 
with  a  contribution  of  P  stock.  Immediately 
thereafter,  Newco  acquires  all  of  the  proper- 
ties of  L  corporation  in  exchange  for  its  P 
stock  in  a  forward  triangular  merger  quali- 
fying under  section  368(a)(2)(D).  Following 
the  transaction,  Publlc/L  and  Public/P  re- 
spectively are  deemed  to  own  60  percent  and 
40  percent  of  P  stock. 

Inserting  P  between  Pubhc/L  and  L  corpo- 
ration (which  becomes  Newco  in  the 
merger)  does  not  result  in  an  ownership 
change  with  respect  to  Newco,  the  new  loss 
corporation.  Under  the  conference  agree- 
ment, Pubhc/L  and  Publlc/P  are  each  treat- 
ed as  a  separate  5-percent  shareholder  of 
Newco,  the  new  loss  corporation."  Unless 


regulations  provide  otherwise,  P's  direct 
ownership  Interest  in  L  corporation  is  disre- 
garded. Because  the  percentage  of  Newco 
stock  owned  by  Public/P  shareholders  after 
the  equity  structure  shift  (40  percent)  has 
not  increased  by  more  than  50  percentage 
points  over  the  lowest  percentage  of  stock 
of  L  (the  old  loss  corporation)  owned  by 
such  shareholders  at  any  time  during  the 
testing  period  (0  percent  prior  to  January  1, 
1988),  the  transaction  does  not  constitute  an 
ownership  change  with  respect  to  Newco. 

3-year  testing  jyeriod 

In  general,  the  relevant  testing  period  for 
determining  whether  an  ownership  change 
has  occurred  is  the  three-year  period  pre- 
ceding any  owner  shift  involving  a  5-percent 
shareholder  or  any  equity  structure  shift. 
Thus,  a  series  of  unrelated  transactions  oc- 
curring during  a  three-year  period  may  con- 
stitute an  ownership  change.  A  shorter 
l>eriod,  however,  may  be  applicable  follow- 
ing any  ownership  change.  In  such  a  case, 
the  testing  period  for  determining  whether 
a  second  ownership  change  has  (xxurred 
does  not  begin  before  the  day  following  the 
first  ownership  change. 

In  addition, .  the  testing  period  does  not 
begin  before  the  first  day  of  the  first  tax- 
able year  from  which  there  is  a  loss  carry- 
forward or  excess  credit.  Thus,  transactions 
that  occur  prior  to  the  creation  of  any  at- 
tribute subject  to  limitation  under  section 
382  or  section  383  are  disregarded.  Except  as 
provided  in  regulations,  the  special  rule  de- 
scribed above  does  not  apply  to  any  corpora- 
tion with  a  net  unrealized  built-in  loss.  The 
conferees  expect,  however,  that  the  regula- 
tions will  permit  such  corporations  to  disre- 
gard transactions  that  occur  before  the  year 
for  which  such  a  corporation  establishes 
that  a  net  unrealized  built-in  loss  first  arose. 

Effect  of  ownership  change 

Section  382  limitation 

For  any  taxable  year  ending  after  the 
change  date  (te.,  the  date  on  which  an 
owner  shifts  resulting  in  an  ownership 
change  occurs  or  the  date  of  the  reorganiza- 
tion in  the  case  of  an  equity  structure  shift 
resulting  In  an  ownership  change),  the 
amount  of  a  loss  corporation's  taxable 
income  that  can  be  offset  by  a  pre-change 
loss  (described  below)  cannot  exceed  the 
section  382  limitation  for  such  year.  The 
section  382  limitation  for  any  taxable  year  is 
generally  the  amount  equal  to  the  value  of 
the  loss  corporation  Immediately  before  the 
ownership  change  multiplied  by  the  long- 
term  tax-exempt  rate  (described  below). 

The  conference  agreement  requires  the 
Treasury  Department  to  prescribe  regula- 
tions regarding  the  application  of  the  sec- 
tion 382  limitation  In  the  case  of  a  short 
taxable  year.  The  conferees  expect  that 
these  regulations  will  generally  provide  that 
the  section  382  limitation  applicable  In  a 
short  taxable  year  will  be  determined  by 
multiplying  the  full  section  382  limiUtion 
by  the  ratio  of  the  number  of  days  in  the 
year  to  365.  Thus,  taxable  income  realized 
by  a  new  loss  corporation  during  a  short 
taxable  year  may  be  offset  by  pre-change 
losses  not  exceeding  a  ratable  portion  of  the 
full  section  382  llmiution. 


•The  rules  described  above  aggregate  all  less- 
than-5-percent  shareholders  of  any  corporation. 
These  aggregation  rules  are  to  be  applied  after 
taking  into  account  the  attribution  rules.  In  the 
above  example,  the  old  loss  corporation  and  new 
loss  corporation  are  properly  treated  as  the  same 


corporation.  Thus,  even  though  L  does  not  survive 
the  reorganization.  Public/L  is  properly  treated  as 
a  continuing  5-percent  shareholder  of  Newco.  the 
new  loss  corporation.  The  same  result  would  be  ap- 
propriate if  the  transaction  had  been  structured  as 
a  reverse  triangular  merger  under  section 
368<aK2KE). 
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The  section  382  limitation  for  any  taxable 
year  is  increased  by  the  amount  of  any  rec- 
ognized built-in  gains  (determined  under  the 
rules  described  below)  and  any  gain  recog- 
nized by  virtue  of  a  section  338  election  (to 
the  extent  such  gain  is  not  taken  into  ac- 
count as  a  built-in  gain).  Finally,  If  the  sec- 
tion 382  limitation  for  a  taxable  year  ex- 
ceeds the  taxable  income  for  the  year,  the 
section  382  limiUtion  for  the  next  Uxable 
year  is  increased  by  such  excess. 

If  two  or  more  loss  corporations  are 
merged  or  otherwise  reorganized  into  a 
single  entity,  separate  section  382  limita- 
tions are  determined  and  applied  to  each 
loss  corporation  that  experiences  an  owner- 
ship change. 

Example  22.— X  corporation  is  wholly 
owned  by  individual  A  and  its  stocic  has  a 
value  of  13.000:  X  has  NOL  carryforwards  of 
$10,000.  Y  corporation  is  wholly  owned  by 
individual  B  and  its  stock  has  a  value  of 
$9,000;  y  has  NOL  carryforwards  of  $100.  Z 
corporation  is  owned  by  individual  C  and  its 
stock  has  a  value  of  $18,000:  Z  has  no  NOL 
carryforwards.  On  July  22,  1988,  X.  Y  and  Z 
consolidate  into  W  corporation  in  a  transac- 
tion that  qualifies  as  a  tax-free  reorganiza- 
tion under  section  368(a)(1)(A).  The  applica- 
ble long-term  tax-exempt  rate  on  such  date 
is  10  percent.  As  a  result  of  the  consolida- 
tion. A  receives  10  percent  of  W  stock,  B  re- 
ceives 30  percent  and  C  receives  60  percent. 

The  consolidation  of  X,  Y  and  Z  results  in 
an  ownership  change  for  old  loss  corpora- 
tions X  and  Y.  The  conference  agreement 
applies  a  separate  section  382  limitation  to 
the  utilization  of  the  NOL  carryforwards  of 
each  loss  corporation  that  experiences  an 
ownership  change.  Therefore,  the  annual 
limitation  on  X's  NOL  carryforwards  is  $300 
and  the  annual  limitation  Y's  NOL  carryfor- 
wards is  $900. 

For  W's  taxable  year  ending  on  December 
31,  1989,  W's  taxable  income  before  any  re- 
duction for  its  NOLs  is  $1,400.  The  amount 
of  taxable  income  of  W  that  may  be  offset 
by  X  and  Y's  pre-change  losses  (without 
regard  to  any  unused  section  382  limitation) 
Is  $400  (the  $300  section  382  limitation  for 
X's  NOL  carryforwards  and  all  $100  of  Y's 
NOL  carryforwards  because  that  amount  is 
less  than  Y's  $900  section  382  limitation). 
The  unused  portion  of  Y's  section  382  limi- 
tation may  not  be  used  to  augment  X's  sec- 
tion 382  limitation  for  1989  or  in  any  subse- 
quent year. 

Special  rule  for  post-change  year  that  in- 
cludes the  change  date.— In  general,  the  sec- 
tion 382  limitation  with  respect  to  an  owner- 
ship change  that  occurs  during  a  taxable 
year  does  not  apply  to  the  utilization  of 
losses  against  the  portion  of  the  loss  corpo- 
ration's taxable  income,  if  any,  allocable  to 
the  period  before  the  change.  For  this  pur- 
pose, except  as  provided  in  regulations,  tax- 
able income  (not  Including  built-in  gains  or 
losses)  realized  during  the  change  year  is  al- 
located ratably  to  each  day  in  the  year.  The 
regulations  may  provide  that  income  real- 
ized before  the  change  date  from  discrete 
sales  of  assets  would  be  excluded  from  the 
ratable  allocation  and  could  be  offset  with- 
out limit  by  pre-change  losses.  Moreover, 
these  regulations  may  provide  a  loss  corpo- 
ration with  an  option  to  determine  the  tax- 
able income  allocable  to  the  period  before 
the  change  by  closing  its  books  on  the 
change  date  and  thus  forgoing  the  ratable 
allocation. 

Value  of  loss  corporation 

The  value  of  a  loss  corporation  is  general- 
ly the  fair  market  value  of  the  corporation's 
stock  (including  preferred  stock  described  in 
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section  1504(a)(4))  immediately  before  the 
ownership  change.  If  a  redemption  occurs  in 
connection  with  an  ownership  change- 
either  before  or  after  the  change— the  value 
of  the  loss  corporation  is  determined  tifter 
taking  the  redemption  into  account.  Under 
the  conference  agreement,  the  Treasury  De- 
partment is  given  regulatory  authority  to 
treat  other  corporate  contractions  in  the 
same  manner  as  redemptions  for  purposes 
of  determining  the  loss  conK>ration's  value. 
The  conference  agreement  also  requires  the 
Treasury  Department  to  prescribe  such  reg- 
ulations as  are  necessary  to  treat  warrants, 
options,  contracts  to  acquire  stock,  converti- 
ble debt,  and  similar  interests  as  stock  for 
purposes  of  determining  the  value  of  the 
loss  corporation. 

In  determining  value,  the  conferees  intend 
that  the  price  at  which  loss  corporation 
stock  changes  hands  in  an  arms-length 
transaction  would  be  evidence,  but  not  con- 
clusive evidence,  of  the  value  of  the  stock. 
Assume,  for  example,  that  an  acquiring  cor- 
poration purchased  40  percent  of  loss  corpo- 
ration stock  over  a  12-month  period.  Six 
months  following  this  40  percent  acquisi- 
tion, the  acquiring  corporation  piux;hased 
an  additional  20  percent  of  loss  corporation 
stock  at  a  price  that  reflected  a  premium 
over  the  stock's  proportionate  amount  of 
the  value  of  all  the  loss  corporation  stock: 
the  premium  is  paid  because  the  20-percent 
block  carries  with  it  effective  control  of  the 
loss  corporation.  Based  on  these  facts,  it 
would  be  inappropriate  simply  to  gross-up 
the  amount  paid  for  the  20-percent  interest 
to  determine  the  value  of  the  corporation's 
stock.  The  conferees  anticipate  that,  luider 
regulations,  the  Treasury  Department  will 
permit  the  loss  corporation  to  be  valued 
based  upon  a  formula  that  grosses  up  the 
purchase  price  of  all  of  the  acquired  loss 
corporation  stock  if  a  control  block  of  such 
stock  is  acquired  within  a  12-month  period. 

Example  25.— All  of  the  outstanding  stock 
of  L  corporation  is  owned  by  individual  A 
and  has  a  value  of  $1,000.  On  June  15,  1988, 
A  sells  51  percent  of  his  stock  in  L  to  unre- 
lated individual  B.  On  January  1,  1989,  L 
and  A  enter  into  a  15-year  management  con- 
tract and  L  redeems  A's  remaining  stock  in- 
terest in  such  corporation.  The  latter  trans- 
actions were  contemplated  in  connection 
with  Bs  earlier  acquisition  of  stock  in  1988. 

The  acquisition  of  51  percent  of  the  stock 
of  L  on  June  15,  1988,  constituted  an  owner- 
ship change.  The  value  of  L  for  purposes  of 
computing  the  section  382  limitation  is  the 
value  of  the  stock  of  such  corporation  im- 
mediately before  the  ownership  change.  Al- 
though the  value  of  such  stock  was  $1,000  at 
that  time,  the  value  must  be  reduced  by  the 
value  of  A's  stock  that  was  subsequently  re- 
deemed in  connection  with  the  ownership 
change. 

Long-term  tax-exempt  rate 

The  long-term  tax-exempt  rate  is  defined 
under  the  bill  as  the  highest  of  the  Federal 
long-term  rates  determined  under  section 
1274(d),  as  adjusted  to  reflect  differences 
between  rates  on  long-term  taxable  and  tax- 
exempt  obligations,  in  effect  for  the  month 
in  which  the  change  date  occurs  or  the  two 
prior  months.  The  conferees  intend  that  the 
Treasury  Department  will  publish  the  long- 
term  tax-exempt  rate  by  revenue  ruling 
within  30  days  after  the  date  of  enactment 
and  monthly  thereafter.  The  long-term  tax- 
exempt  rate  will  be  computed  as  the  yield 
on  a  diversified  pool  of  prime,  general  obli- 
gation tax-exempt  bonds  with  remaining  pe- 
riods to  maturity  of  more  than  nine  years. 


The  use  of  a  rate  lower  than  the  long- 
term  Federal  rate  is  necessary  to  ensure 
that  the  value  of  NOL  carryforwards  to  the 
buying  corporation  is  not  more  than  their 
value  to  the  loss  conioration.  Otherwise 
there  would  lie  a  tax  incentive  for  acquiring 
loss  corporations.  If  the  loss  corporation 
were  to  sell  its  assets  and  invest  in  long- 
term  Treasury  obligations,  it  could  alssorb 
its  NOL  carryforwards  at  a  rate  equal  to  the 
yield  on  long-term  government  obligations. 
Since  the  price  paid  by  the  buyer  is  larger 
than  the  value  of  the  loss  company's  assets 
(because  of  the  value  of  NOL  carryforwards 
are  taken  into  account),  applying  the  long- 
term  Treasury  rate  to  the  purchase  price 
would  result  in  faster  utilization  of  NOL 
carryforwards  by  the  buying  corporation. 
The  long-term  tax-exempt  rate  normally 
will  fall  between  66  (1  minus  the  corporate 
tax  rate  of  34  percent)  and  100  percent  of 
the  long-term  Federal  rate. 

Example  24.— Corporation  L  has  $1  mil- 
lion of  net  operating  loss  carryforwards.  L's 
taxable  year  is  the  calendar  year,  and  on 
July  1,  1987,  all  of  the  stock  of  L  is  sold  in  a 
transaction  constituting  an  ownership 
change  of  L.  (Assume  the  transaction  does 
not  terminate  L's  taxable  year.)  On  that 
date,  the  value  of  L's  stock  was  $500,000  and 
the  long-term  tax-exempt  rate  was  10  per- 
cent. Finally,  L  incurred  a  net  operating  loss 
during  1987  of  $100,000.  and  L  had  no  buUt- 
in  gains  or  losses. 

On  these  facts,  the  taxable  income  of  L 
after  July  1, 1987.  that  could  be  offset  by  L's 
losses  incurred  prior  to  July  1,  1987,  would 
generally  be  limited.  In  particular,  for  all 
taxable  years  after  1987,  the  pre-change 
losses  of  L  generally  could  be  used  to  offset 
no  more  than  $50,000  of  L's  taxable  income 
each  year.  (For  L's  1987  taxable  year,  the 
limit  would  be  $25,000  (V4  x  the  $50,000  sec- 
tion 382  limitation)).  The  pre-change  losses 
of  L  would  constitute  the  $1  million  of  NOL 
carryforwards  plus  one-half  of  the  1987  net 
operating  loss,  or  a  total  of  $1,050,000.  If,  in 
taxable  year  1988,  L  had  $30,000  of  Uxable 
income  to  be  offset  by  L's  losses,  it  could  be 
fully  offset  by  L's  pre-change  NOLs  and  the 
amount  of  L's  1989  taxable  income  that 
could  be  offset  by  pre-change  losses  would 
be  limited  to  $95,000  ($50,000  aimual  limit 
plus  $45,000  carryover). 

If  L  had  income  of  $100,000  in  1987,  in- 
stead of  a  net  operating  loss,  L's  1987  tax- 
able income  that  could  be  offset  by  pre- 
change  losses  would  generally  be  limited  to 
$75,000  ( V4  X  the  $50,000  section  382  limita- 
tion plus  V4  X  $100,000  1987  income).  (In  ap- 
propriate circumstances,  the  Secretary 
could,  by  regulations,  require  allocation  of 
income  using  a  method  other  than  daily 
proration.  Such  circumstances  might  in- 
clude, for  example,  an  instance  in  which 
substantial  income-producing  assets  are  con- 
tributed to  capital  after  the  change  date.) 

Continuity  of  business  enterprise  require- 
ments 

Following  an  ownership  change,  a  loss  cor- 
poration's NOL  carryforwards  (including 
any  recognized  built-in  losses,  described 
below)  are  subject  to  complete  disallowance 
(except  to  the  extent  of  any  recognized 
built-in  gains  or  section  338  gain,  described 
below),  unless  the  loss  corporation's  busi- 
ness enterprise  is  continued  at  all  times 
during  the  two-year  period  following  the 
ownership  change.  If  a  loss  corporation  fails 
to  satisfy  the  continuity  of  business  enter- 
prise requirements,  no  NOL  carryforwards 
would  be  allowed  to  the  new  loss  corx>ora- 
tion  for  any  post-change  year.  This  continu- 
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ity of  business  enterprise  requirement  is  the 
same  requirement  that  must  be  satisfied  to 
qualify  a  transaction  as  a  tax-free  reorgani- 
zation under  section  368.  (.See  Treasury  reg- 
ulation section  1.368-l(d)).  Under  these  con- 
tinuity of  business  enterprise  requirements, 
a  losa.  corporation  (or  a  successor  corpora- 
tion) must  either  continue  the  old  loss  cor- 
poration's historic  business  or  use  a  signifi- 
cant portion  of  the  old  loss  corporation's 
assets  in  a  business.  Thus,  the  requirements 
may  be  satisfied  even  though  the  old  loss 
corporation  discontinues  more  than  a  minor 
portion  of  its  historic  business.  Changes  in 
the  location  of  a  loss  corporation's  business 
or  the  loss  corporation's  key  employees,  in 
contrast  to  the  results  under  the  business- 
continuation  rule  in  the  1954  Code  version 
of  section  382(a),  will  not  constitute  a  faU- 
ure  to  satisfy  the  continuity  of  business  en- 
terprise requirements  under  the  conference 
agreement, 
deduction  in  loss  corporation's  value  for 

certain  capital  contributions 
Any  capital  contribution  (including  a  sec- 
tion 351  transfer)  that  is  made  to  a  loss  cor- 
poration as  part  of  a  plan  a  principal  pur- 
pose of  which  is  to  avoid  any  of  the  special 
limitations  under  section  382  shall  not  be 
taken  into  account  for  any  purpose  under 
section    382.    For    purposes    of    this    rule, 
except  as  provided  in  regulations,  a  capital 
contribution    made    during    the    two-year 
period  ending  on  the  change  date  is  irrebut- 
tably  presumed  to  be  part  of  a  plan  to  avoid 
the  limitations.  The  application  of  this  rule 
will  result  in  a  reduction  of  a  loss  corpora- 
tion's value  for  purposes  of  determining  the 
section  382  limitation.  The  conferees  intend 
that  the  regulations  will  generally  except  (i) 
capital  contributions  received  on  the  forma- 
tion of  a  loss  corporation  (not  accompanied 
by  the  incorporation  of  assets  with  a  net  un- 
realized built-in  loss)  where  an  ownership 
change  occurs  within  two  years  of  incorpo- 
ration,  (ii)   capital   contributions   received 
before  the  first  year  from  which  there  is  an 
NOL  or  excess  credit  carryforward  (or  in 
which  a  net  unrealized  built-in  loss  arose), 
and  (Hi)  capital  contributions  made  to  con- 
tinue basic  operations  of  the  corporation's 
business  (e.g.  to  meet  the  monthly  payroll 
or  fund  other  operating  expenses  of  the  loss 
corporation).  The  regulations  also  may  take 
into    account,    under   appropriate   circum- 
stances, the  existence  of  substantial  nonbu- 
siness assets  on  the  change  date  (as  de- 
scribed below)  and  distributions  made  to 
shareholders  subsequent  to  capital  contribu- 
tions, as  offsets  to  such  cootributions. 
Reduction    in     value    for    corporations 
having  substantial  nonbusiness  assets 
If  at  least  one-third  of  the  fair  market 
value  of  a  corporation's  assets  consists  of 
nonbusiness  assets,  the  value  of  the  loss  cor- 
iwratlon,  for  purposes  of  determining  the 
section  382  limitation,  is  reduced  by  the 
excess  of  the  value  of  the  nonbusiness  assets 
over  the  portion  of  the  corporation's  indebt- 
edness attributable  to  such  assets.  The  term 
nonbusiness  assets  includes  any  asset  held 
for  investment,  including  cash  and  market- 
able stock  or  securities.  Assets  held  as  an  in- 
tegral part  of  the  conduct  of  a  trade  or  busi- 
ness (e.0.,  assets  funding  reserves  of  an  in- 
surance company   or  similar   assets   of   a 
bank)  would  not  be  considered  nonbusiness 
assets.  In  addition,  stock  or  securities  in  a 
corporation    that   is    at   least   50   percent 
owned  (voting  power  and  value)  by  a  loss 
corporation  are  not  treated  as  nonbusiness 
assets.  Instead,  the  parent  loss  corporation 
Is  deemed  to  own  its  ratable  share  of  the 


subsidiary's  assets.  The  portion  of  a  corpo- 
ration's indebtedness  attributable  to  nonbu- 
siness assets  is  determined  on  the  basis  of 
the  ratio  of  the  value  of  nonbusiness  assets 
to  the  value  of  all  the  loss  corporation's 
assets. 

Regulated  investment  companies,  real 
estate  investment  trusts,  and  real  estate 
mortgage  investment  conduits  are  not  treat- 
ed as  having  substantial  nonbusiness  assets 
under  the  conference  agreement. 
Losses  subject  to  limitation 

The  term  "pre-change  loss"  includes  (i) 
for  the  taxable  year  in  which  an  ownership 
change  occurs,  the  portion  of  the  loss  corpo- 
ration's NOL  that  is  allocable  (determined 
on  a  daily  pro  rata  basis,  without  regard  to 
recognized  built-in  gains  or  losses,  as  de- 
scribed below)  to  the  period  in  such  year 
before  the  change  date,  (ii)  NOL  carryfor- 
wards that  arose  in  a  taxable  year  preceding 
the  taxable  year  of  the  ownership  change 
and  (ill)  certain  recognized  built-in  losses 
and  deductions  (described  below).  For  any 
taxable  year  in  which  a  corporation  has 
income  that,  under  section  172,  may  be 
offset  by  both  a  pre-change  loss  (ie.,  an 
NOL  subject  to  limitation)  and  an  NOL  that 
is  not  subject  to  limitation,  taxable  income 
is  treated  as  having  been  first  offset  by  the 
pre-change  loss.  This  rule  minimizes  the 
NOl£  that  are  subject  to  the  special  limita- 
tions. 
Built-in  gains  and  losses 

If  a  loss  corporation  has  a  net  unrealized 
built-in  loss,  the  recognized  built-in  loss  for 
any  taxable  year  ending  within  the  five-year 
period  ending  at  the  close  of  the  fifth  post- 
change  year  (the  "recognition  period")  is 
treated  as  a  pre-change  loss. 

Net  unrealized  built-in  losses.— The  term 
"net  uiu-ealized  built-in  loss"  is  defined  as 
the  amount  by  which  the  fair  market  value 
of  the  loss  corporation's  assets  immediately 
before  the  ownership  change  is  less  than 
the  aggregate  adjusted  bases  of  a  corpora- 
tion's assets  at  that  time.  Under  a  de  mini- 
mis exception,  the  special  rule  for  built-in 
losses  is  not  applied  if  the  amount  of  a  net 
unrealized  built-in  loss  does  not  exceed  25 
percent  of  the  value  of  the  corporation's 
assets  immediately  before  the  ownership 
change.  For  purposes  of  the  de  minimis  ex- 
ception, the  value  of  a  corporation's  assets  is 
determined  by  excluding  any  (1)  cash.  (2) 
cash  items  (as  determined  for  purposes  of 
section  368(a)(2)(F)(iv)).  or  (3)  marketable 
securities  that  have  a  value  that  does  not 
substantially  differ  from  adjusted  basis. 

Example  25.— L  corporation  owns  two 
assets:  asset  X.  with  a  basis  of  $150  and  a 
value  of  $50  (a  built-in  loss  asset),  and  asset 
Y.  with  a  basis  of  zero  and  a  value  of  $50  (a 
built-in  gain  asset,  described  below).  L  has  a 
net  unrealized  built-in  loss  of  $50  (the 
excess  of  the  aggregate  bases  of  $150  over 
the  aggregate  value  of  $100). 

Recognized  built-in  losses.— The  term 
"recognized  built-in  loss"  is  defined  as  any 
loss  that  is  recognized  on  the  disp)osition  of 
an  asset  during  the  recognition  period, 
except  to  the  extent  that  the  new  loss  cor- 
poration establishes  that  (1)  the  asset  was 
not  held  by  the  loss  corporation  immediate- 
ly before  the  change  date,  or  (2)  the  loss  (or 
a  portion  of  such  loss)  is  greater  than  the 
excess  of  the  adjusted  basis  of  the  asset  on 
the  change  date  over  the  asset's  fair  market 
value  on  that  date.  The  recognized  built-in 
loss  for  a  taxable  year  cannot  exceed  the 
net  unrealized  built-in  loss  reduced  by  rec- 
ognized built-in  losses  for  prior  taxable 
years  ending  in  the  recognition  period. 


Under  the  conference  agreement,  the 
amount  of  any  recognized  built-in  loss  that 
exceeds  the  section  382  limitation  for  any 
post-change  year  must  be  carried  forward 
(not  carried  back)  under  rules  similar  to  the 
rules  applicable  to  net  operating  loss  carry- 
forwards and  will  be  subject  to  the  special 
limitations  in  the  same  manner  as  a  pre- 
change  loss. 

Accrued  deductions.— The  Treasury  De- 
partment is  authorized  to  issue  regulations 
tmder  which  amounts  that  accrue  before 
the  change  date,  but  are  allowable  as  a  de- 
duction on  or  after  such  date  <.e.g.,  deduc- 
tions deferred  by  section  267  or  section  465). 
will  be  treated  as  built-in  losses.  Under  the 
conference  agreement,  depreciation  deduc- 
tions cannot  be  treated  as  wecnied  deduc- 
tions or  built-in  losses.  The  conference 
agreement,  however,  requires  the  Secretary 
of  the  Treasury  to  conduct  a  study  of 
whether  built-in  depreciation  deductions 
should  be  subject  to  section  382,  and  report 
to  the  tax-writing  committees  of  the  Con- 
gress before  January  1. 1989. 
Built-in  gains 

If  a  loss  corporation  has  a  net  unrealized 
built  in  gain,  the  section  382  limitation  for 
any  taxable  year  ending  within  the  five-year 
recognition  period  is  increased  by  the  recog- 
nized buUt-in  gain  for  the  taxable  year. 

Net  unrealized  built-in  gains.— The  term 
"net  unrealized  built-in  gain"  is  defined  as 
the  amount  by  which  the  value  of  a  corpo- 
ration's assets  exceeds  the  aggregate  bases 
of  such  assets  immediately  before  the  own- 
ership change.  Under  the  de  minimis  excep- 
tion described  above,  the  special  rule  for 
built-in  gains  is  not  applied  if  the  amount  of 
a  net  unrealized  built-in  gain  does  not 
exceed  25  percent  of  the  value  of  a  loss  cor- 
poration's assets. 

Recognized  built-in  gains.— The  term 
"recognized  built-in  gain"  is  defined  as  any 
gain  recognized  on  the  disposition  of  an 
asset  during  the  recognition  period.  If  the 
taxpayer  establishes  that  (1)  the  asset  was 
held  by  the  loss  corporation  Immediately 
before  the  change  date,  and  (2)  the  gain 
does  not  exceed  the  excess  of  the  fair 
market  value  of  such  asset  on  the  change 
date  over  the  adjusted  basis  of  the  asset  on 
that  date.  The  recognized  built-in  gain  for  a 
taxable  year  cannot  exceed  the  net  unreal- 
ized built-in  gain  reduced  by  the  recognized 
built-in  gains  for  prior  years  In  the  recogni- 
tion period. 
Bankruptcy  proceedings 

The  special  limitations  do  not  apply  after 
any  ownership  change  of  a  loss  corporation 
If  (1)  such  corporation  was  under  the  juris- 
diction of  a  bankruptcy  court  in  a  Title  11 
or  similar  case  Immediately  before  the  own- 
ership change,  and  (2)  the  corporation's 
shareholders  and  creditors  (determined  im- 
mediately before  the  ownership  change) 
own  50  percent  of  the  value  and  voting 
power  of  the  loss  corporation's  stock  imme- 
diately after  the  ownership  change.  This 
special  rule  applies  only  If  the  stock-for-debt 
exchange,  reorganization,  or  other  transac- 
tion is  ordered  by  the  court  or  is  pursuant 
to  a  plan  approved  by  the  court.  For  pur- 
poses of  this  rule,  stock  of  a  creditor  that 
was  converted  from  Indebtedness  Is  taken 
Into  account  only  if  such  indebtedness  was 
held  by  the  creditor  for  at  least  18  months 
before  the  date  the  bankruptcy  case  was 
filed  or  arose  in  the  ordinary  course  of  the 
loss  cori>oration's  trade  or  business  and  is 
held  by  the  person  who  has  at  all  times  held 
the  beneficial  Interest  In  the  claim.  Indebt- 
edness will  be  considered  as  having  arisen  in 
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the  ordinary  course  of  the  loss  corporation's 
business  only  If  the  indebtedness  was  in- 
curred by  the  loss  corporation  In  connection 
with  the  normal,  usual,  or  customary  con- 
duct of  its  business.  It  is  not  relevant  for 
this  purpose  whether  the  debt  was  related 
to  ordinary  or  capital  expenditures  of  the 
loss  corporation. 

If  the  exception  for  bankruptcy  proceed- 
ings applies,  several  special  rules  are  appli- 
cable. First,  the  pre-change  losses  and 
excess  credits  that  may  be  carried  to  a  post- 
change  year  are  reduced  by  one-half  of  the 
amount  of  any  cancellation  of  indebtedness 
Income  that  would  have  been  Included  in 
the  loss  corporation's  income  as  a  result  of 
any  stock-for-debt  exchanges  that  occur  as 
part  of  the  Title  11  or  similar  proceeding 
under  the  principles  of  section  108(e)(10) 
(without  applying  section  108(e)<10)(B)). 
Thus,  the  NOL  carryforwards  would  be  re- 
duced by  50  percent  of  the  excess  of  the 
amount  of  the  Indebtedness  canceled  over 
the  fair  market  value  of  the  stock  ex- 
changed. Second,  the  loss  corporation's  pre- 
change  NOL  carryforwards  are  reduced  by 
the  interest  on  the  indebtedness  that  was 
converted  to  stock  in  the  baniiruptcy  pro- 
ceeding and  paid  or  accrued  during  the 
period  beginning  on  the  first  day  of  the 
third  taxable  year  preceding  the  taxable 
year  in  which  the  ownership  change  occurs 
and  ending  on  the  change  date.  Finally, 
after  an  ownership  change  that  qualifies  for 
the  bankruptcy  exception,  a  second  owner- 
ship change  during  the  following  two-year 
period  will  result  in  the  elimination  of  NOL 
carryforwards  that  arose  before  the  first 
ownership  change.  The  special  bankruptcy 
provisions  do  not  apply  to  stock-for-debt  ex- 
changes in  informal  workouts,  but  the  con- 
ference agreement  directs  the  Secretary  of 
the  Treasury  to  study  informal  bankruptcy 
workouts  under  sections  108  and  382.  and 
report  to  the  tax-writing  committees  of  the 
Congress  before  January  1,  1988. 
Thrift  institutions 

A  modified  version  of  the  bankruptcy  ex- 
ception (described  above)  applies  to  certain 
ownership  changes  of  a  thrift  institution  in- 
volved in  a  G  reorganization  by  virtue  of 
section  368(a)(3KD)(ii).  This  rule  also  ap- 
plies to  ownership  changes  resulting  from 
an  issuance  of  stocic  or  equity  structure 
shift  that  is  an  integral  part  of  a  transac- 
tion involving  such  a  reorganization,  provid- 
ed that  the  transaction  would  not  have  re- 
sulted in  limitations  under  present  law.'* 
The  bankruptcy  exception  is  applied  to 
qualified  thrift  reorganizations  by  requiring 
shareholders  and  creditors  (including  de- 
positors) to  retain  a  20-percent  (rather  than 
50-percent)  interest.  For  this  purpose,  the 
deposits  of  the  troubled  thrift  that  become 
deposits  in  the  acquiring  corporation  are 
treated  as  stock,  as  under  present  law.  The 
general  bankruptcy  rules  that  eliminate 
from  the  NOL  carryforwards  both  interest 
deductions  on  debt  that  was  converted  and 
income  that  would  be  recognized  under  the 
principles  of  section  108(e)(10)  are  not  ap- 
plicable to  thrifts. 

•ERR13"ERR13*Transactions  involving 
solvent  thrifts,  including  a  purchase  of  the 
stock  of  a  thrift,  or  merger  of  a  thrift  into 
another  corporation,  will  be  subject  to  the 


**For  example,  a  supervisory  conversion  of  a 
mutual  thrift  into  a  stock  thrift  qualifying  under 
■ection  368<aX3XDKil),  followed  'oy  an  issuance  of 
stock  for  cash,  would  come  within  this  special  rule. 
The  issuance  of  stock  would  not  t>e  regarded  as  a 
second  ownership  change  for  purposes  of  the  bank- 
ruptcy exception. 


general  rules  relating  to  ownership  changes. 
The  conversion  of  a  solvent  mutual  savings 
and  loan  association  into  a  stock  savings  and 
loan  (or  other  transactions  Involving  a  sav- 
ings and  loan  not  entitled  to  special  treat- 
ment), although  not  within  the  special  rules 
applicable  to  troubled  thrifts,  will  not  neces- 
sarily constitute  an  ownership  change  imder 
the  conference  agreement.  In  such  a  conver- 
sion, the  mutual  thrift  converts  to  stock 
form  as  a  preliminary  step  to  the  issuance 
of  stock  to  investors  for  purposes  of  raising 
capital.  Under  existing  IRS  rulings,  the 
entire  transaction  may  qualify  as  a  tax-free 
reorganization  if  certain  conditions  are  met. 
For  purposes  of  determining  whether  there 
has  been  an  ownership  change  causing  a 
limitation  on  the  use  of  losses  under  the 
conference  agreement,  the  issuance  of  stock 
generally  will  be  treated  under  the  rules  ap- 
plicable to  owner  shifts.  For  example,  the 
depositors  holding  liquidation  accounts 
would  generally  be  considered  a  group  of 
less-than-5-percent  shareholders,  and  if  the 
stock  were  Issued  entirely  to  less-than-5-per- 
cent  shareholders,  or  5-percent  shareholders 
acquired  less  than  50  percent,  no  ownership 
change  would  occur.  Treasury  regulations 
may  be  issued,  on  a  prospective  basis,  that 
would  treat  public  offerings  generally  in  the 
same  manner  as  equity  structure  shifts  and 
treat  the  old  shareholders  and  the  persons 
acquiring  stock  in  the  offering  as  separate  5- 
percent  shareholder  groups.  If  such  regula- 
tions are  issued  and  apply  this  same  ap- 
proach to  the  conversion  of  a  solvent 
mutual  savings  and  loan  association  to  stock 
form  and  the  issuance  of  new  stock,  an  own- 
ership change  could  result,  however,  if  the 
value  of  the  stock  issued  in  the  public  offer- 
ing exceeds  the  equity  of  the  depositors  in 
the  mutual  represented  by  liquidation  ac- 
counts. The  application  of  any  such  regula- 
tions to  thrift  institutions  (whether  solvent 
or  insolvent)  would  not  be  effective  before 
January  1. 1989. 
Carryforwards  other  than  NOLs 

The  conference  agreement  also  amends 
section  383,  relating  to  special  limitations  on 
unused  business  credits  and  research  cred- 
its, excess  foreign  tax  credits,  and  capital 
loss  carryforwards.  Under  regulations  to  be 
prescribed  by  the  Secretary,  capital  loss  car- 
ryforwards will  be  limited  to  an  amount  de- 
termined on  the  basis  of  the  tax  liability 
that  is  attributable  to  so  much  of  the  tax- 
able income  as  does  not  exceed  the  section 
382  limitation  for  the  taxable  year,  with  the 
same  ordering  rules  that  apply  under 
present  law.  Thus,  any  capital  loss  carryfor- 
ward used  in  a  post-change  year  will  reduce 
the  section  382  limitation  that  is  applied  to 
pre-change  losses.  In  addition,  the  amount 
of  any  excess  credit  that  may  be  used  fol- 
lowing an  ownership  change  will  be  limited, 
under  regulations,  on  the  basis  of  the  tax  li- 
ability attributable  to  an  amoimt  of  taxable 
income  that  does  not  exceed  the  applicable 
section  382  limitation,  after  any  NOL  carry- 
forwards, capital  loss  carryforwards,  or  for- 
eign tax  credits  are  taken  into  accoimt.  The 
conference  agreement  also  expands  the 
scope  of  section  383  to  include  passive  activi- 
ty losses  and  credits  and  minimum  tax  cred- 
its. 
Anti-abuse  rules 

The  conference  agreement  does  not  aUter 
the  continuing  application  of  section  269, 
relating  to  acquisitions  made  to  evade  or 
avoid  taxes,  as  under  present  law.  Similarly, 
the  SRLY  and  CRCO  principles  under  the 
regulations  governing  the  filing  of  consoli- 
dated returns  will  continue  to  apply.  The 


conferees  intend,  however,  that  the  Libson 
Shops  doctrine  will  have  no  application  to 
transactions  subject  to  the  provisions  of  the 
conference  agreement. 

The  conference  agreement  provides  that 
the  Treasury  Department  shall  prescribe 
regulations  preventing  the  avoidance  of  the 
purposes  of  section  382  through  the  use  of, 
among  other  things,  pass-through  entities. 
For  example,  a  special  allocation  of  income 
to  a  loss  partner  should  not  be  permitted  to 
result  in  a  greater  utilization  of  losses  than 
would  occur  if  the  principles  of  section  382 
were  applicable. 

In  the  case  of  partnerships,  for  example, 
the  conferees  expect  the  regulations  to  limit 
the  tax  benefits  that  may  be  derived  from 
transactions  in  which  allocations  of  partner- 
ship income  are  made  to  a  loss  partner  or  to 
a  corporation  that  is  a  member  of  a  consoli- 
dated group  with  NOL  carryovers  (a  "loss 
corporation  partner")  imder  an  arrange- 
ment that  contemplates  the  diversion  of  any 
more  than  an  insignificant  portion  of  the 
economic  benefit  corresponding  to  such  al- 
location (or  any  portion  of  the  economic 
benefit  of  the  loss  corporation  partner's 
NOL)  to  a  higher  tax  bracket  partner. 

This  grant  of  authority  contemplates  any 
rules  that  the  Treasury  Department  consid- 
ers appropriate  to  achieve  this  objective. 
For  example,  regulations  may  provide,  as  a 
general  rule,  that  the  limitations  of  section 
382  (and  section  383)  should  be  made  appli- 
cable to  restrict  a  loss  corporation  partner's 
use  of  losses  against  its  distributive  share  of 
each  item  of  partnership  income  and  that 
any  portion  of  the  distributive  share  of 
partnership  income  so  allocated  which  may 
not  be  offset  by  the  loss  corporation's  NOLs 
should  be  taxed  at  the  highest  marginal  tax 
rate.  Such  regulations  could  also  provide 
that  the  allocation  of  income  to  the  loss  cor- 
poration may,  in  the  discretion  of  the  Secre- 
tary, be  reallocated  to  the  extent  that  other 
partners  in  the  partnership  have  not  been 
reasonably  compensated  for  their  services  to 
the  partnership.  If  the  Treasury  Depart- 
ment uses  such  a  format  to  restrict  the  utili- 
zation of  NOLs,  the  conferees  t>elieve  it  may 
be  appropriate  to  exempt  from  these  rules 
any  partnership  with  respect  to  which, 
throughout  the  term  of  the  partnership,  (i) 
every  allocation  to  every  partner  would  be  a 
qualified  allocation  as  described  in  section 
168(j)(9)(B)  if  it  were  made  to  a  tax-exempt 
entity,  with  appropriate  exceptions  (e.g., 
section  704(c)  allocations)  and  (ii)  distribu- 
tions are  made  to  one  partner  only  if  there 
is  a  simultaneous  pro  rata  distribution  to  all 
partners  at  the  same  time.  Special  rules 
would,  of  course,  have  to  be  provided  to 
apply  section  382  (and  section  383)  in  this 
context. 

The  conferees  do  not  intend  any  inference 
to  be  drawn  whether  allocations  made  to 
loss  corporations  by  partnerships  that  in- 
volve transfers  of  the  economic  benefit  of  a 
loss  partner's  loss  to  another  partner  have 
substantial  economic  effect.  As  described  in 
the  report  of  the  Committee  on  Finance, 
there  are  circumstances  in  which  it  appears 
to  be  questionable  whether  the  economic 
benefit  that  corresponds  to  a  special  alloca- 
tion to  the  NOL  partner  is  fully  received  by 
such  partner;  however,  some  taxpayers  nev- 
ertheless take  the  position  that  such  alloca- 
tions have  substantial  economic  effect 
imder  section  704(b).  The  conferees  expect 
the  Treasury  Department  to  review  this  sit- 
uation. 

The  conferees  expect  that  regulations 
issued  under  this  grant  of  authority  with  re- 
spect to  partnerships  should  be  effective  for 
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transactions  after  the  date  of  enactment. 
The  conferees  expect  that  any  regulations 
addressing  other  situations,  under  the 
Treasury  Department's  general  authority  to 
limit  the  ability  of  other  parties  to  obtain 
any  portion  of  the  benefit  of  a  loss  corpora- 
tion's losses,  may  be  prospective  within  the 
general  discretion  of  the  Secretary. 
1976  Act  amendments 

The  conference  agreement  generally  re- 
peals the  amendments  to  section  382  and 
383  made  by  the  Tax  Reform  Act  of  1976. 
effective  retroactively  as  of  January  1,  1986. 
Thus,  the  law  that  was  in  effect  as  of  De- 
cember 31,  1985,  applies  to  transactions  that 
are  not  subject  to  the  new  provisions  be- 
cause of  the  effective  dates  of  the  confer- 
ence agreement.  The  conference  agreement, 
by  repealing  the  1976  Act  amendments,  also 
retroactively  repeals  section  108(e)(10)(C), 
as  included  by  the  Tax  Reform  Act  of  1984. 
Effective  dates 

The  provisions  of  the  conference  agree- 
ment generally  apply  to  ownership  changes 
that  occur  on  or  after  January  1,  1987.  In 
the  case  of  equity  structure  shifts,  the  new 
rules  apply  to  reorganizations  pursuant  to 
plans  adopted  on  or  after  January  1,  1987. 
For  purposes  of  these  rules,  if  there  is  an 
ownership  change  with  respect  to  a  subsidi- 
ary corporation  as  the  result  of  the  acquisi- 
tion of  the  parent  corporation,  the  subsidi- 
ary's treatment  is  governed  by  the  nature  of 
the  parent-level  transaction.  For  example,  if 
a  parent  corporation  is  acquired  in  a  tax- 
free  reorganization  pursuant  to  a  plan 
adopted  before  January  1,  1987,  then  the  re- 
sulting indirect  ownership  change  with  re- 
spect to  a  subsidiary  loss  corporation  will  be 
treated  as  having  occurred  by  reason  of  a  re- 
-organization  pursuant  to  a  plan  adopted 
before  January  1,  1987. 

A  reorganization  plan  will  be  considered 
adopted  on  the  date  that  the  boards  of  di- 
rectors of  all  parties  to  the  reorganization 
adopt  the  plans  or  recommend  adoption  to 
the  shareholders,  or  on  the  date  the  share- 
holders approve,  whichever  is  earlier.  The 
parties'  boards  of  directors  may  approve  a 
plan  of  reorganization  based  on  principles, 
and  negotiations  to  date,  and  delegate  to 
corporate  officials  the  power  to  refine  and 
execute  a  binding  reorganization  agreement, 
including  a  binding  agreement  subject  to 
regulatory  approval.  Any  subsequent  board 
approval  or  ratification  taken  at  the  time  of 
consummating  the  transaction  as  a  formali- 
ty (te.,  that  is  not  required,  because  the  re- 
organization agreement  is  already  legally 
binding  under  prior  board  approval)  may 
occur  without  affecting  the  application  of 
the  effective  date  rule  for  reorganizations. 
In  the  case  of  a  reorganization  that  occurs 
as  part  of  a  Title  11  or  other  court-super- 
vised proceeding,  the  amendments  do  not 
apply  to  any  ownership  change  resulting 
from  such  a  reorganization  or  proceeding  if 
a  petition  in  such  case  was  filed  with  the 
court  before  August  14, 1986. 

The  earliest  testing  period  under  the  con- 
ference agreement  begins  on  May  6,  1986 
(the  date  of  Senate  Finance  Committee 
action).  If  an  ownership  change  occurs  after 
May  5. 1986,  but  before  January  1, 1987,  and 
section  382  and  383  (as  amended  by  the  con- 
ference agreement)  do  not  apply,  then  the 
earliest  testing  date  will  not  begin  before 
the  first  day  immediately  after  such  owner- 
ship change.  For  example,  assume  60  per- 
cent of  a  loss  corporation's  stock  (whoUy 
owned  by  X)  is  purchased  by  B  on  May  29, 
1986,  and  section  382  under  the  1954  Code 
does  not  apply  (because,  for  example,  the 


loss  corporati(xi's  business  is  continued  and 
section  269  is  not  implicated).  Assume  fur- 
ther that  X's  remaining  40  percent  stock  in- 
terest is  acquired  by  B  on  February  1,  1987. 
Under  the  conference  agreement,  no  owner- 
ship chEUige  occurs  after  the  second  pur- 
chase because  the  testing  period  begins  on 
May  30, 1986,  the  day  immediately  after  the 
ownership  change;  thus,  an  ownership 
change  would  not  result  from  the  second 
purchase.  Conversely,  if  40  percent  of  a  loss 
corporation's  stock  (wholly  owned  by  X)  is 
purchased  by  D  on  July  1, 1986,  and  an  addi- 
tional 15  percent  is  purchased  by  P  on  Janu- 
ary 15,  1987,  then  an  ownership  change 
would  result  from  the  second  purchase,  and 
the  amendments  would  apply  to  limit  the 
use  of  the  loss  corporation's  NOL  carryfor- 
wards. Moreover,  if  an  ownership  change 
that  occurs  after  December  31,  1986  is  not 
affected  by  the  amendments  to  section  382 
(because,  for  example,  in  the  foregoing  ex- 
ample the  initial  40  percent  stock  purchase 
occurred  on  May  5,  1986,  prior  to  the  com- 
mencement of  the  testing  period),  the  1954 
Code  version  of  section  382  will  remain  ap- 
plicable to  the  transaction. 

Special  transitional  rules  are  provided 
under  which  present  law  continues  to  apply 
to  certain  ownership  changes  after  January 
1,  1987. 

1.  Net  Operating  Loss  (NOL)  Carrybacks— Tax 
Rate  Limitation 

Present  Law 
A  net  operating  loss  may  be  carried  back 
(generally,  to  each  of  the  three  years  pre- 
ceding the  taxable  year  of  the  loss)  without 
regard  to  any  differences  between  the  tax 
rates  in  effect  in  the  year  in  which  the  loss 
arose  and  the  rates  in  effect  in  the  year  to 
which  the  loss  is  carried  back. 

House  Bill 

No  provision. 

Senate  Amendment 

Under  the  Senate  amendment,  a  net  oper- 
ating loss  of  a  corporation  may  reduce  such 
corporation's  income  tax  liability  for  a  car- 
ryback year  only  up  to  an  amount  equal  to 
the  product  of  (1)  the  amount  of  the  carry- 
back and  (2)  the  highest  regiilar  corporate 
tax  rate  in  effect  in  the  taxable  year  in 
which  the  loss  arose.  However,  the  number 
used  as  such  highest  rate  of  tax  is  to  be  ad- 
justed under  regulations  to  result  in  aggre- 
gate revenues  during  fiscal  years  1987 
through  1991  not  exceeding  $200  million. 
The  provision  is  effective  for  net  operating 
losses  for  taxable  years  beginning  after  De- 
cember 31,  1986. 

Conference  Agreement 

The  conference  agreement  does  not  adopt 
the  Senate  amendment. 

J.  Recognition  of  Gain  or  Loss  on  Liquidating 
Sales  and  Distributions  of  Property  (Gemerai  Vtil- 

ilia) 

Present  Law 
In  general,  a  corporation  recognizes  no 
gain  or  loss  on  a  distribution  of  its  assets  to 
shareholders  in  liquidation  or,  if  certain 
conditions  are  met,  on  a  liquidating  sale  of 
its  assets  (sees.  336  and  337).  Partial  recogni- 
tion of  gain  may  be  required,  however, 
imder  statutory  or  judicial  rules  such  as  the 
depreciation  recapture  provisions  and  the 
tax  benefit  doctrine.  The  statutory  provi- 
sion providing  for  nonrecognition  in  these 
circumstances  is  sometimes  referred  to  as 
the  General  Utilities  rule,  after  a  Supreme 


Court  case »"  said  to  be  codified  in  the  provi- 
sion. 

Nonrecognition  is  also  available  in  certain 
"deemed"  liquidating  sale  transactions  fol- 
lowing a  purchase  of  a  controlling  interest 
in  one  corporation  by  another  corporation 
(sec.  338). 

Gain  (but  not  loss)  is  generally  recognized 
by  a  corporation  on  a  nonliquidating  distri- 
bution of  property  with  respect  to  its  stock 
(e.g.,  a  dividend  or  a  redemption).  The  gain 
recognized  is  generally  the  excess  of  the  fair 
market  value  of  the  property  over  its  basis 
in  the  hands  of  the  distributing  corporation. 
A  corporation  may  be  entitled  to  nonrecog- 
nition on  a  nonliquidating  distribution  if  it 
relates  to  "qualified  stock."  In  general, 
qualified  stock  is  stock  held  by  a  long-term 
noncorporate  shareholder  owning  ten  per- 
cent or  more  of  the  corporation's  outstand- 
ing stock. 

House  Bill 
In  general 

Under  the  House  bill,  gain  or  loss  is  recog- 
nized by  a  corporation  on  a  liquidating  dis- 
tribution of  its  assets,  as  if  the  corporation 
had  sold  the  assets  to  the  distributee  at  fair 
market  value,  and  on  liquidating  sales.  In 
addition,  the  treatment  of  nonliquidating 
distribution  is  generally  conformed  to  the 
treatment  of  liquidating  distributions. 

Exceptions  to  requirement  of  recognition 

The  House  bill  provides  exceptions  from 
the  general  rule  for  the  following  distribu- 
tions and  sales  in  liquidation: 

(1)  distributions  to  a  controlling  corporate 
shareholder  in  a  liquidation  qualifying 
under  section  332  in  which  the  basis  of  the 
property  in  the  hands  of  the  shareholder  is 
determined  under  section  334(b)(1)  (but 
only  to  the  extent  of  the  controlling  corpo- 
ration's pro  rata  share  of  gain  or  loss  on 
each  asset); 

(2)  certain  distributions  in  connection 
with  tax-free  reorganizations; 

(3)  certain  distributions  with  respect  to 
stock  held  by  noncorporate,  long-term 
shveholders  holding  ten  percent  or  more  of 
the  distributing  corporation's  stock  (under 
rules  similar  to  the  qualified  stock  excep- 
tion applicable  to  nonliquidating  distribu- 
tions under  present  law);  and 

(4)  certain  liquidating  sales  of  property, 
and  sales  of  stock  treated  as  asset  sales 
under  section  338,  to  the  extent  nonrecogni- 
tion would  be  available  if  the  property  had 
been  distributed  in  liquidation. 

The  recapture  provisions  and  other  statuto- 
ry and  judicial  exceptions  to  nonrecognition 
continue  to  apply  to  these  excepted  transac- 
tions to  the  same  extent  as  under  present 
law.  In  addition,  gain  on  ordinary  income 
property  and  short-term  capital  gain  prop- 
erty Is  subject  to  tax  under  the  third  and 
fourth  exceptions. 

S  corporatioTis 

The  House  bill  provides  a  special  rule  for 
S  corporations  designed  to  prevent  avoid- 
ance of  the  provisions  through  a  conversion 
of  a  C  corporation  to  S  corporation  status. 
If  an  S  corporation  that  was  formerly  a  C 
corporation  is  liquidated  before  the  close  of 
the  second  taxable  year  following  the  year 
in  which  the  election  took  effect,  the  S  elec- 
tion is  terminated  retroactively. 


•*  GenertU  Utilities  A  Operating  Company  v.  Ha- 
vering, 2»6  D.S.  200  (193S). 
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Nonliguidating  diatribuHons 

In  general,  present  law  niles  continue  to 
apply  to  nonllquldatlng  distributions,  except 
that  the  niles  relating  to  the  definition  of 
qualified  stock  for  purposes  of  the  excep- 
tion under  present  law  are  conformed  to  the 
rules  for  the  definition  qualified  stocls  for 
liquidating  distributions  provided  by  the 
bill. 
Effective  date 

The  provisions  apply  to  distributions  and 
sales  and  exchanges  occurring  on  or  after 
November  JO,  1985.  Under  transitional  rules, 
distributions  and  sales  made  pursuant  to  a 
plan  of  liquidation  adopted  before  that  date 
are  not  affected.  Special  rules  apply  in  de- 
termining whether  a  plan  was  adopted 
before  November  20,  1985,  including  rules 
for  certain  stocic  sales  underway  before  that 
date. 

Senate  Amendment 
No  provision. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  House  bill,  with  certain  modifica- 
tions and  clarifications,  thus  repealing  the 
General  Utilities  doctrine. 

Thus,  gain  or  loss  is  generally  recognized 
by  a  corporation  on  a  liquidating  sale  of  its 
assets.  Gain  or  loss  is  also  generally  recog- 
nized on  a  liquidating  distribution  of  assets 
as  if  the  corporation  had  sold  the  assets  to 
the  distributee  at  fair  market  value.  Neither 
gain  nor  loss  is  recognized,  however,  with  re- 
spect to  any  distribution  of  property  by  a 
corporation  to  the  extent  there  is  nonrecog- 
nition  of  gain  or  loss  to  the  recipient  under 
the  tax-free  reorganization  provisions  of  the 
Code  (part  III  of  subchapter  C). 
Limitations  on  the  recognition  of  losses 

The  conferees  are  concerned  that  taxpay- 
ers may  utilize  various  means  to  avoid  the 
repeal  of  the  General  Utilities  doctrine,  or 
otherwise  take  advantage  of  the  new  provi- 
sions, to  recognize  losses  in  inappropriate 
situations  or  inflate  the  amount  of  losses  ac- 
tually sustained.  For  example,  under  the 
general  rule  permitting  recognition  of  losses 
on  liquidating  distributions,  taxpayers  may 
be  able  to  create  artificial  losses  at  the  cor- 
porate level  or  to  duplicate  shareholder 
losses  in  corporate  solution  through  contri- 
bution of  built-in  loss  property.  Consequent- 
ly, the  conference  agreement  includes  two 
provisions  intended  to  prevent  the  recogni- 
tion of  such  cori>orate  level  losses. 

First,  the  conference  agreement  provides 
generally  that  no  loss  is  recognized  by  a  liq- 
uidating corporation  with  respect  to  any  dis- 
tribution of  property  to  a  related  person 
(within  the  meaning  of  section  267),  unless 
the  property  is  distributed  to  all  sharehold- 
ers on  a  pro  rata  basis  and  the  property  was 
not  acquired  by  the  liquidating  corporation 
in  a  section  351  transaction  or  as  a  contribu- 
tion to  capital  during  the  five  years  preced- 
ing the  distribution.  Thus,  for  example,  a 
liquidating  corporation  would  not  be  permit- 
ted to  recognize  loss  on  a  distribution  of  re- 
cently acquired  property  to  a  shareholder 
who,  directly  or  indirectly,  owns  more  than 
50  percent  in  value  of  the  stock  of  the  cor- 
poration. SimUarly,  a  liquidating  corpora- 
tion would  not  be  permitted  to  recognize  a 
loss  on  any  property  (regardless  of  when  or 
how  acquired)  that  is  distributed  to  such  a 
shareholder  on  a  non-pro  rata  t>asis. 

Second,  the  conference  agreement  gener- 
ally provides  that  if  a  principal  purpose  of 
the  contribution  of  property  to  a  corpora- 
tion in  advance  of  its  liquidation  is  to  recog- 
nize a  loss  upon  the  sale  or  distribution  of 
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the  property  and  thus  eliminate  or  other- 
wise limit  corporate  level  gain,  then  the 
basis  (for  purposes  of  determining  loss)  of 
any  property  acquired  by  such  corporation 
in  a  section  351  transaction  or  as  a  contribu- 
tion to  capital  will  be  reduced,  but  not  below 
zero,  by  the  excess  of  the  basis  of  the  prop- 
erty on  the  date  of  contribution  over  its  fair 
market  value  on  such  date.  For  purposes  of 
this  rule,  it  is  presimied,  except  to  the 
extent  provided  In  regulations,  that  any  sec- 
tion 351  transaction  or  contribution  to  cap- 
ital within  the  two-year  period  prior  to  the 
adoption  of  a  plan  to  complete  liquidation 
(or  thereafter)  has  such  a  principal  purpose. 
Although  a  contribution  more  than  two 
years  before  the  adoption  of  a  plan  of  liqui- 
dation might  be  made  with  a  prohibited 
purpose,  the  conferees  expect  that  those 
rules  will  apply  only  in  the  most  rare  and 
unusual  cases  under  such  circumstances. 

If  the  adoption  of  a  plan  of  complete  liqui- 
dation occurs  in  a  taxable  year  following  the 
date  on  which  the  tax  return  including  the 
loss  disallowed  by  this  provision  is  filed,  the 
conferees  intend  that,  in  appropriate  cases, 
the  liquidating  cort>oration  may  recapture 
the  disallowed  loss  on  the  tax  return  for  the 
taxable  year  in  which  such  plan  of  liquida- 
tion is  adopted.  In  the  alternative,  the  cor- 
poration could  file  an  amended  return  for 
the  taxable  year  in  which  the  loss  was  re- 
ported. 

The  conferees  intend  that  the  Treasury 
I>epartment  will  issue  regulations  generally 
providing  that  the  presumed  prohibited  pur- 
pose for  contributions  of  property  two  years 
in  advance  of  the  adoption  of  a  plan  of  liqui- 
dation will  be  disregarded  unless  there  is  no 
clear  and  substantial  relationship  between 
the  contributed  property  and  the  conduct  of 
the  corporation's  current  or  future  business 
enterprises.  For  example,  assume  that  A 
owns  Z  Corporation  which  operates  a  widget 
business  in  New  Jersey.  That  business  oper- 
ates exclusively  in  the  northeastern  region 
of  the  United  States  and  there  are  no  plans 
to  expand  those  operations.  In  his  individ- 
ual capacity,  A  had  acquired  unimproved 
real  estate  in  New  Mexico  that  has  declined 
in  value.  On  March  22,  1988,  A  contributes 
such  real  estate  to  Z  and  six  months  later  a 
plan  of  complete  liquidation  is  adopted. 
Thereafter,  all  of  Z's  assets  are  sold  to  an 
unrelated  party  and  the  liquidation  pro- 
ceeds are  distributed.  A  contributed  no 
other  property  to  Z  during  the  two-year 
period  prior  to  the  adoption  of  the  plan  of 
liquidation.  Because  A  contributed  the  prop- 
erty to  Z  less  than  two  years  prior  to  the 
adoption  of  the  plan  of  liquidation,  it  is  pre- 
sumed to  have  been  contributed  with  a  pro- 
hibited purpose.  Moreover,  because  there  is 
no  clear  and  substantial  relationship  be- 
tween the  contributed  property  and  the  con- 
duct of  Z's  business,  the  conferees  do  not 
expect  that  any  loss  arising  from  the  dispo- 
sition of  the  New  Mexico  real  estate  would 
be  allowed  under  the  Treasury  regulations. 

As  another  example,  the  conferees  expect 
that  such  regulations  would  permit  the  al- 
lowance of  any  resulting  loss  from  the  dis- 
position of  any  of  the  assets  of  a  trade  or 
business  (or  a  line  of  business)  that  are  con- 
tributed to  a  corporation.  In  such  circum- 
stance, application  of  the  loss  disallowance 
rule  is  inappropriate  assuming  there  is  a 
meaningful  relationship  between  the  contri- 
bution and  the  utilization  of  the  corporate 
form  to  conduct  a  business  enterprise,  le., 
the  contributed  business,  as  distinguished 
from  a  portion  of  its  assets,  is  not  disposed 
of  immediately  after  the  contribution.  The 
conferees  also  anticipate  that  the  basis  ad- 


justment rules  will  generally  not  apply  to  a 
corporation's  acquisition  of  property  during 
its  first  two  years  of  existence. 

To  illastrate  the  mechanical  aspects  of 
the  basis  adjustment  rules,  assume  that  on 
June  1,  1987,  a  shareholder  who  owns  a  10- 
percent  interest  in  X  corporation  ("X")  con- 
tributes nondepreciable  property  with  a 
basis  of  $1,000  and  a  value  of  $100  to  X  in 
exchange  for  additional  stock:  X  is  a  calen- 
dar year  taxpayer.  Assume  further  that  on 
September  30,  1987,  X  sells  the  property  to 
an  unrelated  third  party  for  $200.  and  in- 
cludes the  resulting  $800  loss  on  its  1987  tax 
return.  Finally,  assume  that  X  adopts  a  plan 
of  liquidation  on  December  31,  1988.  There- 
after, X  could  file  an  amended  return  re- 
fleciing  the  fact  that  the  $800  loss  was  disal- 
lowed, because  the  property's  basis  would  be 
reduced  to  $200.  Alternatively,  the  conferees 
intend  that  X,  under  regulations,  may  l)e 
permitted  to  recapture  the  loss  on  its  1988 
tax  return.  The  amount  of  loss  recapture  in 
such  circumstances  would  be  limited  to  the 
lesser  of  the  built-in  loss  ($900,  or  $1,000, 
the  transferred  basis  under  section  362,  less 
$100,  the  value  of  the  property  on  that  date 
it  was  contributed  to  X)  or  the  loss  actually 
recognized  on  the  disposition  of  such  prop- 
erty ($800,  or  the  $1,000  transferred  basis 
less  the  $200  amount  realized).  Thus,  unless 
X  files  an  amended  return,  X  must  recap- 
ture $800  on  its  return  for  its  taxable  year 
ending  December  31, 1988. 

Section  332  liquidations  » 

The  conference  agreement  provides  an  ex- 
ception for  liquidating  transfers  within  an 
affiliated  group  because  the  property  (to- 
gether with  the  other  attributes  of  the  liq- 
uidated subsidiary)  is  retained  within  the 
economic  unit  of  the  affiliated  group.  Be- 
cause such  an  intercorporate  transfer 
within  the  group  is  a  nonrecognition  event, 
carryover  basis  follows.  As  a  result  of  the 
carryover  basis,  the  corporate  level  tax  wUl 
be  paid  if  the  distributed  property  is  dis- 
posed of  by  the  recipient  corporation  to  a 
person  outside  of  the  group. 

The  conference  agreement  modifies  the 
exception  for  section  332  liquidations  in 
which  an  80-percent  corporate  shareholder 
receives  property  with  a  carryover  basis,  to 
provide  for  nonrecognition  of  gain  or  loss 
with  respect  to  any  property  actually  dis- 
tributed to  the  controlling  corporate  share- 
holder (rather  than  a  pro  rata  share  of  each 
gain  or  loss).  If  a  minority  shareholder  re- 
ceives property  in  such  a  liquidation,  the 
distribution  is  treated  in  the  same  manner 
as  a  distribution  in  a  nonliquidating  re- 
demption. Accordingly,  gain  (but  not  loss)  is 
recognized  to  the  distributing  corporation. 

The  conference  agreement  denies  nonrec- 
ognition under  the  exception  for  80-percent 
corporate  shareholders  where  the  share- 
holder is  a  tax-exempt  organization,  unless 
the  property  received  in  the  distribution  is 
used  by  the  organization  in  an  unrelated 
trade  or  business  immediately  after  the  dis- 
tribution. If  such  property  later  ceases  to  be 
used  in  an  tmrelated  trade  or  business  of 
the  organization  acquiring  the  property,  the 
organization  will  be  taxed  at  that  time  (in 
addition  to  any  other  tax  imposed,  for  ex- 
ample, on  depreciation  recapture  under  sec- 
tion 1245)  on  the  lesser  of  (a)  the  built-in 
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'  The  conferees  anticipate  that,  in  a  consolidated 
context,  the  Treasury  Department  will  consider 
whether  aggregation  of  ownership  rules  similar  to 
the:.?  in  sec.  1.1S02-34  of  the  regulations  should  be 
provided  for  purposes  of  determining  status  as  an 
80-percent  distributee. 
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gain  in  the  property  at  the  time  of  the  dis- 
tribution, jor  (b)  the  difference  between  the 
adjusted  basis  of  the  property  and  its  fair 
market  value  at  the  time  of  the  cessation. 

The  conference  agreement,  in  an  amend- 
ment to  section  367  of  the  Code,  also  denies 
nonrecognition  under  the  section  332  carry- 
over basis  exception  where  the  controlling 
corporate  shareholder  is  a  foreign  corpora- 
tion, except  as  provided  in  regulations.  The 
conferees  expect  that  regulations  may 
permit  nonrecognition  if  the  appreciation 
on  the  distributed  property  is  not  being  re- 
moved from  the  U.S.  taxing  jurisdiction 
prior  to  recognition. 

Nonliquidating  diitributions  of  appreciated 
property 
In  general,  the  tax  treatment  of  corpora- 
tions with  respect  to  nonliquidating  distri- 
butions of  appreciated  property  has  histori- 
cally been  the  same  as  liquidating  distribu- 
tions. In  recent  years,  however,  nonliquidat- 
ing distributions  have  been  made  subject  to 
stricter  rules  than  liquidating  distributions. 
and  corporations  have  generally  been  re- 
quired to  recognize  gain  as  a  result  of  nonli- 
quidating distributions  of  appreciated  prop- 
erty. Consistent  with  this  relationship,  the 
conference  agreement  generally  conforms 
the  treatment  of  nonliquidating  distribu- 
tions with  liquidating  distributions.  Accord- 
ingly, the  conference  agreement  provides 
that  gain  must  generally  be  recognized  to  a 
distributing  corporation  if  appreciated  prop- 
erty (other  than  an  obligation  of  the  corpo- 
ration) is  distributed  to  shareholders  out- 
side of  complete  liquidation. 

The  present  law  exceptions  to  recognition 
that  are  provided  for  nonliquidating  distri- 
butions to  ten  percent,  long-term  noncor- 
porate shareholders,  and  for  certain  distri- 
butions of  property  in  connection  with  the 
payment  of  estate  uxes  or  in  connection 
with  certain  redemptions  of  private  founda- 
tion stock,  are  repealed.  As  under  current 
law,  no  loss  is  recognized  to  a  distributing 
corporation  on  a  nonliquidating  distribution 
of  property  to  its  shareholders. 
Conversion  from  C  corporation  to  S  corpo- 
ration status 
The  conference  agreement  modifies  the 
treatment  of  an  S  corporation  that  was  for- 
merly a  C  corporation.  A  corporate-level  tax 
Is  imposed  on  any  gain  that  arose  prior  to 
the  conversion  ("built-in"  gain)  and  is  recog- 
nized by  the  S  corporation,  through  sale  or 
distribution,  within  ten  years  after  the  date 
on  which  the  S  election  took  effect.  The 
total  amount  of  gain  that  must  be  recog- 
nized by  the  corporation,  however,  will  be 
limited  to  the  aggregate  net  built-in  gain  of 
the  corporation  at  the  time  of  conversion  to 
S  corporation  status.  Gains  on  sales  or  dis- 
tributions of  assets  by  the  S  corporation  will 
be  presumed  to  be  built-in  gains,  except  to 
the  extent  the  taxpayer  can  establish  that 
the  appreciation  accrued  after  the  conver- 
sion, such  as  where  the  asset  was  acquired 
by  the  corporation  in  a  taxable  acquisition 
after  the  conversion.  Built-in  gains  will  be 
taxed  at  the  maximum  corporate  rate  appli- 
cable to  the  particular  type  of  income  m.e., 
the    maximum    rate    on    ordinary    income 
under  section  11  or,  if  applicable,  the  alter- 
native rate  on  capital  gain  income  under 
section  1201)  for  the  year  in  which  the  dis- 
position occurs.  The  corporation  will  be  al- 
lowed to  continue  to  take  into  account  all  of 
its  subchapter  C  tax  attributes  in  computing 
the  amount  of  the  tax  on  recognized  buUt-in 
g&ins.  permitting  it.  for  example,  to  use  un- 
expired net  operating  losses,  capital  loss  car- 
ryovers and  itiinimiim  tax  carryover  credits 


to  offset  such  tax.  These  provisions  will  gen- 
erally be  effective  with  respect  to  S  elec- 
tions made  after  IDecember  31.  1986.  For  S 
elections  made  before  January  1,  1987.  the 
amendments  made  by  the  conference  agree- 
ment do  not  apply.  Thus,  for  example,  the 
prior  version  of  section  1374  will  apply  to 
such  corporations. 

Election  to  treat  sales  or  distributions  of 
certain  subsidiary  stock  as  asset  trans- 
fers 
The  conference  agreement  generally  con- 
forms the  treatment  of  liquidating  sales  and 
distributions  of  subsidiary  stock  to  the 
present  law  treatment  of  nonliquidating 
sales  or  distributions  of  such  stock:  thus, 
such  liquidating  sales  or  distributions  are 
generally  taxable  at  the  corporate  level. 
The  conferees  believe  it  is  appropriate  to 
conform  the  treatment  of  liquidating  and 
nonliquidating  sales  or  distributions  and  to 
require  recognition  when  appreciated  prop- 
erty, including  stock  of  a  subsidiary,  is 
transferred  to  a  corporate  or  an  individual 
recipient  outside  the  economic  unit  of  the 
selling  or  distributing  affiliated  group. 

Section  338(h)(10)  of  present  law.  in  cer- 
tain circumstances,  permits  a  corporate  pur- 
chaser and  a  seller  of  an  80-percent-con- 
troUed  subsidiary  to  elect  to  treat  the  sale 
of  the  subsidiary  stock  as  if  it  had  been  a 
sale  of  the  underlying  assets.  Among  the  re- 
quirements for  the  filing  of  an  election 
under  section  338(h)(10)  are  that  the  selling 
corporation  and  its  target  subsidiary  are 
members  of  an  affiliated  group  filing  a  con- 
solidated return  for  the  taxable  year  that 
includes  the  acquisition  date.  If  an  election 
is  made,  the  underlying  assets  of  the  compa- 
ny that  was  sold  receive  a  stepped-up,  fair 
market  value  basis;  the  selling  consolidated 
group  recognizes  the  gain  or  loss  attributa- 
ble to  the  assets:  and  there  is  no  separate 
tax  on  the  seller's  gain  attributable  to  the 
stock.  This  provision  offers  taxpayers  relief 
from  a  potential  multiple  taxation  at  the 
corporate  level  of  the  same  economic  gain, 
which  may  result  when  a  transfer  of  appre- 
ciated corporate  stock  is  taxed  without  pro- 
viding a  corresponding  step-up  in  basis  of 
the  assets  of  the  corporation.  The  confer- 
ence agreement,  following  the  House  bill, 
retains  this  provision. 

In  addition,  the  conference  agreement 
permits  the  expansion  of  the  section 
338(h)(10)  concept,  to  the  extent  provided 
in  regulations,  to  situations  in  which  the 
selling  corporation  owns  80  percent  of  the 
value  and  voting  power  of  the  subsidiary, 
but  does  not  file  a  consolidated  return. 
Moreover,  the  conference  agreement  pro- 
vides that,  under  regulations,  principles 
similar  to  those  of  section  338(h)(10)  may  be 
applied  to  taxable  sales  or  distributions  of 
controlled  corporation  stock.  The  conferees 
intend  that  the  regulations  under  this  elec- 
tive procedure  will  account  for  appropriate 
principles  that  underlie  the  liquidation-rein- 
corporation  doctrine.  For  example,  to  the 
extent  that  regulations  make  available  an 
election  to  treat  a  stock  transfer  of  con- 
trolled corporation  stock  to  persons  related 
to  such  corporation  within  the  meaning  of 
section  368(c)(2).  it  may  be  appropriate  to 
provide  special  rules  for  such  corporation's 
section  381(c)  tax  attributes  so  that  net  op- 
erating losses  may  not  be  used  to  offset  liq- 
uidation gains,  earnings  and  profits  may  not 
be  manipulated,  or  accounting  methods  may 
not  be  changed. 

The  conferees  do  not  intend  this  election 
to  affect  the  manner  in  which  a  corpora- 
tion's distribution  to  its  shareholders  will  be 
characterized  for  purposes  of  determining 


the  shareholder  level   income  tax  conse- 
quences. 

Regulatory  authority  to  prevent  the  circum- 
vention of  General  Utilities  repeal 
The  repeal  of  the  General  Utilities  doc- 
trine is  designed  to  require  the  corporate 
level  recognition  of  gain  on  a  corporation's 
sale  or  distribution  of  appreciated  property, 
irrespective  of  whether  it  occurs  in  a  liqui- 
dating or  nonliquidating  context.  The  con- 
ferees expect  the  Secretary  to  issue,  or  to 
amend,  regulations  to  ensure  that  the  pur- 
pose of  the  new  provisions  is  not  circum- 
vented through  the  use  of  any  other  provi- 
sion, including  the  consolidated  return  regu- 
lations or  the  tax-free  reorganization  provi- 
sions of  the  Code  (part  III  of  Subchapter 
C). 

Effective  dates 

The  repeal  of  the  General  Utilities  doc- 
trine is  generally  effective  for  liquidating 
sales  and  distributions  after  July  31.  1986. 
The  conference  agreement  generally  pre- 
serves all  transitional  rules  provided  in  the 
House  bill.  Thus,  transactions  for  which  the 
requisite  action  had  occurred  prior  to  No- 
vember 20.  1985.  under  the  special  rules  and 
definitions  provided  in  the  House  bill  and 
the  Report  of  the  Committee  on  Ways  and 
Means  will  generally  continue  to  be  grand- 
fathered. However,  in  order  to  qualify  under 
those  transitional  rules,  all  the  liquidating 
sales  or  distributions,  (instead  of  at  least 
one  such  sale  or  distribution)  must  be  com- 
pleted before  January  1,  1988.  The  agree- 
ment provides  two  additional  transitional 
rules,  one  of  general  application  and  one  ap- 
plicable only  to  certain  closely  held  corpora- 
tions. 

General  transitional  rules 

In  addition  to  the  rule  discussed  above, 
the  new  provisions  do  not  apply  to  the  fol- 
lowing transactions: 

(Da  liquidation  completed  before  Janu- 
ary 1. 1987: 

(2)  a  deemed  liquidation  pursuant  to  a  sec- 
tion 338  election  where  the  acquisition  date 
(the  first  date  on  which  there  is  a  qualified 
stock  purchase  under  section  338)  occurs 
before  January  1. 1987: 

(3)  a  liquidation  pursuant  to  a  plan  of  liq- 
uidation adopted  before  August  1.  1986,  that 
is  completed  before  January  1.  1988: 

(4)  a  liquidation  of  a  corporation  if  a  ma- 
jority of  the  voting  stock  of  the  corporation 
is  acquired  on  or  after  August  1.  1986,  pur- 
suant to  a  written  binding  contract  in  effect 
before  August  1,  1986.  and  if  the  liquidation 
is  completed  before  January  1, 1988: 

(5)  a  liquidation  of  a  corporation  if  there 
was  a  binding  written  contract  or  contracts 
to  acquire  substantially  all  the  assets  of  the 
corporation  in  effect  before  August  1,  1986, 
and  the  liquidation  is  completed  before  Jan- 
uary 1,  1988:  and 

(6)  a  deemed  liquidation,  under  section 
338.  of  a  corporation  for  which  a  qualified 
stock  purchase  under  section  338  first 
occurs  on  or  after  August  1.  1986.  pursuant 
to  a  written  binding  contract  in  effect 
before  Augxist  1.  1986.  provided  the  section 
338  acquisition  date  occurs  before  January 
1.  1988. 

A  plan  of  liquidation  is  adopted  if  the  plan 
has  been  approved  by  the  shareholders. 
(See  Treas.  Reg.  sec.  1.337-2(b)).  If  a  plan  of 
liquidation  would  have  been  considered 
adopted  for  purposes  of  commencing  the 
present-law  12-month  period  under  section 
337.  it  will  be  deemed  adopted  for  this  pur- 
pose. 
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Athough  the  special  additional  definitions 
of  the  term  "adoption  of  a  plan"  provided  in 
the  House  bill  and  Report  of  the  Committee 
on  Wajrs  and  Means  continue  to  apply  for 
purposes  of  determining  whether  the  requi- 
site action  was  taken  prior  to  Npvember  20, 
1985.  such  special  rules  do  net  apply  for 
purposes  of  determining  whether  a  plan  of 
liquidation  is  adopted  before  August  1.  1986. 

For  purposes  of  determining  whether 
there  was  a  binding  written  contract  or  con- 
tracts to  sell  substantially  all  the  assets  of  a 
corporation  before  August  1.  1986.  the  term 
"substantially  all  the  assets  '  shall  generally 
mean  70  percent  of  the  gross  fair  market 
value  and  90  percent  of  the  net  fair  market 
value  of  the  assets.  In  addition,  even  though 
the  contract  or  contracts  cover  a  lesser 
amount  of  assets,  if  such  contract  or  con- 
tracts would  require  shareholder  approval 
under  the  applicable  state  law  that  may  re- 
quire such  approval  for  a  sale  of  substantial- 
ly all  of  such  corporation's  assets,  then  they 
shall  qualify  as  contracts  to  sell  substantial- 
ly all  the  assets  and  shall  be  considered 
binding  even  though  shareholder  approval 
has  not  yet  been  obtained. 

An  acquisition  of  stock  or  assets  will  be 
considered  made  pursuant  to  a  binding  writ- 
ten contract  even  though  the  contract  is 
subject  to  normal  commercisil  due  diligence 
or  similar  provisions  and  the  final  terms  of 
the  actual  acquisition  may  vary  pursuant  to 
such  provisions. 

For  purposes  of  these  rules,  a  liquidation 
is  completed  by  a  required  date  if  it  would 
be  considered  completed  for  purposes  of  sec- 
tion 337  of  present  law  by  that  date.  For  ex- 
ample, there  may  be  a  distribution  of  assets 
to  a  qualified  liquidating  trust  (See,  e.g.. 
Rev.  Rul.  80-150. 1980-1  C.B.  316). 

Certain  closely  held  corporations 

The  conference  agreement  deletes  the 
House  bill  exception  for  distributions  to  cer- 
tain long-term  noncorporate  shareholders. 
The  conference  agreement  provides  an  addi- 
tional transitional  rule  for  certain  closely 
held  corporations.  Corporations  eligible  for 
this  rule  are  generally  entitled  to  present 
law  treatment  with  respect  to  liquidating 
sales  and  distributions  occurring  before  Jan- 
uary 1,  1989,  provided  the  liquidation  is 
completed  before  that  date.  A  liquidation 
will  be  treated  as  completed  under  the  same 
standard  that  is  applied  under  the  general 
transitional  rules.  However,  this  si>ecial 
transitional  rule  requires  the  recognition  of 
income  on  distributions  of  ordinary  income 
property  (appreciated  property  that  would 
not  produce  capital  gain  if  disposed  of  in  a 
taxable  transaction)  and  short-term  capital 
gain  property.  Thus,  the  failure  of  an  eligi- 
ble closely  held  corporation  to  complete  its 
liquidation  by  I>ecember  31,  1986.  or  other- 
wise to  satisfy  the  general  transitional  rules, 
will  result  in  the  loss  of  nonrecognition 
treatment  for  the  distribution  of  appreciat- 
ed ordinary  income  and  short-term  capital 
gain  property.  Corporations  eligible  for  this 
rule  may  also  make  an  S  election  prior  to 
January  1,  1989,  without  becoming  subject 
to  the  special  S  corporation  rules  of  the  con- 
ference agreement.  Such  eligible,  electing 
corporations,  however,  will  be  subject  to  the 
1954  Code  version  of  section  1374. 

A  corporation  is  eligible  for  this  rule  if  its 
value  does  not  exceed  $10  million  and  more 
than  50  percent  of  its  stock  is  owned  by  10 
or  fewer  individuals  who  have  held  their 
stock  for  five  years  or  longer.  Full  relief  is 
available  under  this  rule  only  if  the  corpora- 
tion's value  does  not  exceed  (5  million; 
relief  is  phased  out  for  corporations  with 
values  between  $5  million  and  $10  million. 
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For  purposes  of  this  rule,  a  corporation's 
value  will  be  the  higher  of  the  value  on 
August  1,  1986,  and  its  value  as  of  the  date 
of  adoption  of  a  plan  of  liquidation  (or,  in 
the  case  of  a  nonliquidating  distribution, 
the  date  of  such  distribution),  and  aggrega- 
tion rules  similar  to  those  in  section  1563 
apply,  except  that  control  is  defined  as  SO 
percent  rather  than  80  percent. 

In  the  case  of  nonliquidating  distribu- 
tions, apart  from  changes  in  the  case  of  or- 
dinary income  property  and  short-term  cap- 
ital gain  property,  present  law  is  otherwise 
retained  for  distributions  to  qualified,  long- 
term  individual  shareholders  (but  only 
during  the  transitional  period)  for  corpora- 
tions qualifying  under  the  closely  held  cor- 
poration transitional  rule. 
Treasury  study  of  sut>chapter  C 

The    conference    agreement    directs    the 
Treasury  Department  to  consider  whether 
changes  to  the  provisions  of  subchapter  C 
(relating  to  the  income  taxation  of  corpora- 
tions and  their  shareholders)  and  related 
sections  of  the  Code  are  desirable,  and  to 
report   to   the   tax-writing   committees   no 
later  than  January  1,  1988. 
K.  Allocation  of  Purchase  Price  in  Certain  Sales 
of  Assets 
Present  Law 

When  a  going  business  is  sold  for  a  lump- 
sum amount,  the  buyer  and  seller  must  each 
allocate  the  purchase  price  among  the 
assets  for  tax  purposes. 

Under  one  method  of  allocating  purchase 
price  to  nondepreciable  goodwill  and  going 
concern  value,  the  value  of  such  assets  is  de- 
termined as  the  excess  of  the  purchase  price 
over  the  aggregate  fair  market  value  of  the 
tangible  assets  and  the  identifiable  other  in- 
tangible assets.  This  is  the  so-called  "residu- 
al"  method  of  allocation.  Another  method 
attempts  to  determine  the  value  of  goodwill 
and  going  concern  value  under  a  formula 
approach  that  capitalizes  the  apparent 
"excess"  earning  capacity  of  the  business. 

In  some  cases  a  taxpayer  who  has  pur- 
chased a  going  business  at  a  premium  (that 
is,  a  price  that  it  has  determined  exceeds 
the  apparent  aggregate  fair  market  values 
of  the  tangible  and  intangible  assets,  includ- 
ing goodwill  and  going  concern  value)  might 
take  the  position  that  it  is  entitled  to  allo- 
cate an  amount  in  excess  of  fair  market 
value  to  the  basis  of  each  of  the  individual 
assets.  Relying  on  one  interpretation  of  the 
judicial  and  administrative  authorities,  the 
taxpayer  would  separately  value  each  of  the 
acquired  assets  (including  goodwill  and 
going  concern  value)  and  allocate  the  premi- 
imi  among  all  the  assets  (other  than  cash 
and  cash  equivalents)  in  proportion  to  their 
relative  fair  market  values  in  a  so-called 
"'second-tier  allocation." 

Proposed  and  temporary  regulations  re- 
cently issued  by  the  Treasury  Department 
under  section  338  mandate  a  residual 
method  of  allocation  (and  prohibit  a  second- 
tier  allocation)  in  determining  the  basis  of 
assets  acquired  in  a  qualified  stock  purchase 
for  which  a  section  338  election  is  made  or  is 
deemed  to  have  been  made.  i.e..  a  stock  pur- 
chase which  is  treated  as  a  purchase  of 
assets  for  tax  purposes.  These  rules  do  not 
by  their  terms  apply  to  actual  asset  acquisi- 
tions. 

House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  requires  both  the 
buyer  and  seller  to  use  the  residual  method 
in  actual  asset  acquisitions,  and  thus  con- 


forms the  rules  for  such  acquisitions  with 
the  rules  for  deemed  asset  acquisitions  as 
provided  in  the  Treasury  regulations. 

The  amendment  also  authorizes  the 
Treasury  Department  to  require  informa- 
tion reporting  regarding  allocations  by  the 
parties  to  such  asset  acquisitions. 

The  provision  is  effective  for  transactions 
completed  after  May  6,  1986,  unless  pursu- 
ant to  a  binding  contract  in  effect  on  that 
date  and  at  all  times  thereafter. 

Conference  Agreement 
The   conference   agreement   follows   the 
Senate  amendment. 

L.  Related  Party  Sales 
Present  Law 

Installment  sale  treatment  is  not  available 
for  gain  on  a  sale  of  property  to  a  related 
party  if  the  property  is  depreciable  in  the 
hands  of  the  transferee,  unless  it  is  estab- 
lished to  the  satisfaction  of  the  Internal 
Revenue  Service  that  tax  avoidance  was  not 
a  principal  purpose  of  the  sale.  Gain  on 
sales  of  depreciable  property  between  relat- 
ed parties  is  treated  as  ordinary  income.  In 
the  case  of  certain  related  party  partnership 
transactions,  ordinary  income  treatment  is 
also  required  if  the  property  is  not  a  capital 
asset  in  the  hands  of  the  transferee. 

Related  parties  for  these  purposes  include 
a  person  and  all  entities  which  are  80  per- 
cent owned,  directly  or  indirectly,  with  re- 
spect to  that  person.  Specified  attribution 
rules  apply. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  modifies  the  defi- 
nition of  the  related  parties  to  which  the 
present  law  rules  apply.  Under  the  amend- 
ment, related  parties  include  a  person  and 
all  entities  more  than  50-percent  owned,  di- 
rectly or  indirectly,  by  that  person.  Related 
parties  also  include  entities  more  than  50- 
percent  owned,  directly  or  indirectly,  by  the 
same  persons.  The  attribution  and  relation- 
ship rules  are  generally  based  on  present 
law  rules  that  apply  to  limit  losses  on  sales 
between  related  parties.  For  example,  there 
is  attribution  between  parents  and  children. 

The  provision  applies  to  sales  after  June 
20.  1986,  unless  made  pursuant  to  a  binding 
contract  in  effect  on  that  date. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  certain 
modifications.  The  definition  of  related  par- 
ties is  further  expanded  to  cover  other  rela- 
tionships that  are  covered  under  present 
law  for  purposes  of  disallowing  losses  on  re- 
lated party  sales.  In  addition,  in  some  types 
of  sales,  the  conference  agreement  requires 
ratable  basis  recovery  by  the  seller  and  con- 
formity between  buyer  and  seller  regarding 
recognition  of  income  and  basis. 

M.  Amortizable  Bond  Premium 
Present  Law 
An  amortizable  bond  premiiun  exists 
where  a  taxpayer  buys  a  bond  for  more 
than  face  value.  The  amount  of  that  excess 
is  allowed  as  a  deduction  over  the  remaining 
term  of  the  bond,  generally  offsetting  inter- 
est income  on  the  bond. 

House  Bill 
No  provision. 

Senate  Amendment 
The  amortizable  bond  premium  deduction 
is  treated  as  interest,  except  as  otherwise 
provided  by  regulations.  Thus,  for  example. 
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bond  premium  is  treated  as  interest  for  pur- 
poses of  applying  the  investment  Interest 
limitations. 

The  provision  is  effective  for  obligations 
acquired  after  date  of  enactment. 
Conference  Agreement 
The   conference   agreement   follows   the 
Senate  amendment. 

N.  Cooperative  Housing  Corporations 
Present  Law 
A  tenant-stoclcholder  in  a  cooperative 
housing  corporation  generally  is  entitled  to 
deduct  his  or  her  "proportionate  share"  of 
the  cooperative's  expenses  for  interest  and 
taxes  (sec.  216(a)).  Tenant-stocltholders  gen- 
erally are  limited  to  individuals  (sec.  216(b)). 
The  tenant-stocltholder's  proportionate 
share  of  the  cooperative's  interest  and  taxes 
is  that  portion  of  such  items  that  bears  the 
same  ratio  to  the  cooperative's  total  interest 
and  taxes -that  the  portion  of  the  coopera- 
tive's stocic  held  by  the  tenant-stockholder 
bears  to  the  total  outstanding  stock  of  the 
cooperative  (sec.  216(b)(3)). 
House  Bill 
The  House  bill  provides  that  cooperative 
housing  corporations  that  charge  tenant- 
stockholders  with  a  portion  of  the  coopera- 
tive's interest  and  taxes  in  a  manner  that 
reasonably  reflects  the  cost  to  the  coopera- 
tive of  the  interest  and  taxes  allocable  to 
each  tenant  stockholder's  dwelling  unit, 
may  elect  to  have  such  tenant-stockholders 
deduct  the  separately  allocated  amounts. 

The  provisions  of  the  House  bill  are  effec- 
tive for  taxable  years  beginning  after  De- 
cember 31. 198S. 

Senate  Amendment 
The  Senate  amendment  provides  that  cor- 
porations, trusts  and  other  taxpayers  be- 
sides individuals  may  be  treated  as  tenant- 
stockholders  in  cooperative  housing  corpo- 
rations. In  addition,  maintenance  and  lease 
expenses  are  disallowed  where  payments  by 
tenant-stockholders  are  allocable  to 
amounts  properly  chargeable  to  the  capital 
account  of  the  cooperative. 

The  provisions  of  the  Senate  amendment 
are  effective  for  taxable  years  beginning 
after  December  31,  1986.  Special  rules  are 
provided  for  two  limited  profit  cooperatives. 
Conference  Agreement 
The  conference  agreement  includes  the 
provisions  of  both  the  House  bill  and  the 
Senate  amendment.  The  conference  agree- 
ment makes  certain  technical  amendments 
to  the  provisions  contained  in  the  House 
bill,  however,  whereby  separately  allocated 
amounts  of  interest  or  taxes  are  deductible 
by  a  tenant-stockholder  if  the  amount  of 
such  interest  or  taxes  so  allocated  reason- 
ably reflects  the  cost  to  the  cooperative  of 
the  interest  or  taxes,  as  the  case  may  be,  al- 
locable to  the  tenant-stockholder's  dwelling 
unit,  whether  or  not  this  condition  is  met 
with  respect  to  both  interest  and  taxes  of 
the  cooperative. 

The  conference  agreement  is  effective  for 
taxable  years  beginning  after  December  31, 
1986.  The  conference  agreement  includes 
the  special  provisions  contained  in  the 
Senate  amendment  for  two  limited  profit 
cooperatives. 

O.  Real  Estate  Investment  Trusts 
Present  Law 
General  requirements 

An  entity  that  qualifies  as  a  real  estate  in- 
vestment trust  ("REIT")  is  subject  to  a  cor- 
porate tax  but  is  allowed  a  deduction  for 
dividends  paid  to  shareholders.  In  general, 
to  qualify  as  a  REIT,  an  entity  (1)  must  be 


taxable  as  a  domestic  corporation,  (2)  must 
have  at  least  100  shareholders,  (3)  must  not 
have  50  percent  or  more  of  its  stock  held  by 
five  or  fewer  individuals,  (4)  must  distribute 
most  of  its  income  currently,  (5)  must  hold 
a  minimum  percentage  of  its  assets  in  real 
estate  related  and  other  passive  assets,  and 
(6)  must  derive  minimum  percentages  of  its 
income  from  such  assets  (sees.  856,  857).  A 
REIT  is  required  to  be  a  calendar  year  tax- 
payer unless  it  was  in  existence  as  a  REIT 
for  any  taxable  year  beginning  prior  to  Oc- 
tober 4,  1976  (sec.  859). 
Asset  and  income  requirements 

In  general,  in  order  to  meet  the  asset  re- 
quirements, at  least  75  percent  of  the  value 
of  the  REIT's  assets  at  the  close  of  each 
quarter  of  the  taxable  year,  must  be  repre- 
sented by  real  estate  assets,  cash  and  cash 
items,  and  Government  securities  (sec. 
856(c)). 

In  general,  in  order  to  meet  the  income  re- 
quirements, at  least  75  percent  of  the 
REIT's  gross  income  for  the  taxable  year 
must  be  derived  from  rents  on  real  property, 
interest  on  obligations  secured  by  real  prop- 
erty, gain  from  the  sale  of  interests  in  real 
property  (other  than  property  held  for  sale 
in  the  ordinary  course  of  a  trade  or  busi- 
ness), dividends  from  a  REIT,  refunds  of 
property  taxes,  and  certain  other  limited 
sources.  In  adaition,  at  least  95  percent  of 
the  REIT's  gross  income  must  be  derived 
from  these  sources  and  interest,  dividends, 
or  gains  from  the  sale  of  securities  (sec. 
856(c)). 

In  addition,  less  than  30  percent  of  the 
gross  income  of  the  REIT  must  be  derived 
from  the  sale  or  other  disposition  of  proper- 
ty held  for  less  than  certain  specified  peri- 
ods. 
Definition  of  rents 

Rents  from  real  property  include  rents 
from  interests  in  real  property  and  charges 
for  services  customarily  furnished  in  con- 
nection with  the  rental  of  real  property 
whether  or  not  such  charges  are  separately 
stated  (sec.  856(d)(1)).  Income  is  not  consid- 
ered to  qualify  as  rents  from  real  property  if 
services  are  provided  other  than  through  an 
independent  contractor  (sec.  856(d)(2)(C)). 
In  addition,  rents  are  not  considered  to 
qualify  if  they  are  based  on  the  net  profits 
of  the  tenant  (sec.  856(d)(2)(A)). 
Distribution  requirement 

In  general,  the  distribution  requirement  is 
satisfied  if,  for  the  taxable  year,  the  REIT 
distributes  at  least  95  percent  of  ite  taxable 
income  determined  without  regard  to  any 
net  capital  gain  (sec.  857(a)).  For  this  pur- 
pose, a  REIT  may  treat  certain  dividends 
paid  after  the  close  of  the  taxable  year  as 
having  been  paid  during  the  taxable  year 
(sec.  858(a)).  Shareholders  receiving  such 
"spillover  dividends"  recognize  income  at- 
tributable to  such  dividends  in  the  year  of 
payment  (sec.  858(b)). 
Capital  gains 

If  the  REIT  has  recognized  any  net  cap- 
ital gain  during  a  taxable  year,  the  REIT  is 
taxable  on  the  amount  of  such  gain  unless  it 
elects  to  pay  a  capital  gain  dividend. 

The  REIT  may  elect  to  pay  a  capital  gain 
dividend  by  designating  in  a  notice  mailed 
to  shareholders  within  30  days  of  the  end  of 
the  REIT's  taxable  year,  that  a  dividend  or 
portion  thereof  paid  during  the  taxable  year 
is  a  capital  gain  dividend.  The  dividend  or 
portion  so  designated  may  not  exceed  the 
REIT's  net  capital  gain  reduced  by  any  net 
operating  losses.  Any  dividend  so  designated 
is  treated  as  a  long-term  capital  gain  by  the 
recipient  shareholder  (sec.  857(b)(3)). 


Prohibited  transactions 

A  100-percent  tax  is  imposed  on  a  REIT's 
net  income  from  prohibited  transactions 
(sec.  857(b)(6)).  Any  net  loss  from  prohibit- 
ed transactions  is  not  deductible  in  comput- 
ing taxable  income. 

In  general,  a  prohibited  transaction  is  the 
sale  of  property  held  primarily  for  sale  in 
the  ordinary  course  of  business.  A  safe 
harlx)r  Is  provided  whereby  a  sale  of  proper- 
ty is  not  treated  as  a  prohibited  transaction 
if  such  property  has  been  held  by  the  REIT 
for  at  least  four  years  (for  the  production  of 
rental  income  if  land  and  improvements), 
the  aggregate  expenditures  during  the  four- 
year  period  preceding  the  date  of  sale  that 
are  includible  in  the  basis  of  the  property 
do  not  exceed  20  percent  of  the  selling  price 
of  the  property,  and  the  sale  is  one  of  not 
more  than  five  sales  of  property  by  the 
REIT  during  the  taxable  year,  excluding 
sales  of  foreclosure  property  (sec. 
857(b)(6)(C)).  In  general,  the  disposition  of 
property  acquired  pursuant  to  a  foreclosure 
is  not  treated  as  a  prohibited  transaction. 
Deficiency  dividends 

If  it  is  determined  that  the  taxable 
income  of  a  REIT  for  a  prior  year  is  under- 
sUted.  then  the  REIT  may  avoid  the  impo- 
sition of  tax  at  the  REIT  level  and  possible 
disqualification,  by  the  prompt  distribution 
of  a  "deficiency  dividend"  (sec.  860).  A 
REIT  for  which  such  a  deficiency  is  deter- 
mined must  pay  interest  on  an  amount 
equal  to  the  deficiency  dividend,  as  well  as  a 
penalty  equal  to  the  amount  of  Interest  not 
in  excess  of  half  of  the  amount  of  the  defi- 
ciency dividend  (sec.  6697). 

House  Bill  i 

No  provision. 

Senate  Amendment 
General  requirements 

Under  the  Senate  amendment,  a  taxpayer 
without  prior  operating  history  is  permitted 
to  change  its  accounting  year  without  con- 
sent in  connection  with  its  initial  election  of 
REIT  status.  The  Senate  amendment  also 
provides  that  an  entity  is  not  disqualified 
from  electing  REIT  status  in  the  first  tax- 
able year  of  its  existence  because  it  was 
closely  held.  Partner  to  partner  attribution 
is  ignored  in  determining  if  the  REIT  is 
closely  held.  In  order  to  elect  REIT  status 
under  the  Senate  amendment,  the  electing 
entity  must  either  have  been  treated  as  a 
REIT  for  all  taxable  years  begirming  after 
February  28,  1986.  or  must  have  no  earnings 
and  profits  accumulated  as  a  regular  corpo- 
ration. 
Asset  and  income  requirements 

The  Senate  amendment  provides  that 
REITs  are  permitted  to  hold  assets  in 
wholly  owned  subsidiaries.  The  REIT  and 
its  REIT  subsidiaries  are  treated  as  a  single 
taxpayer  under  the  Senate  amendment  (i.e.. 
the  separate  corporate  status  of  the  REIT 
subsidiaries  is  ignored). 

Under  the  Senate  amendment,  for  a  one- 
year  period  after  the  receipt  of  new  equity 
capital,  income  from  the  temporary  invest- 
ment of  the  new  capital  that  is  derived  from 
stock  or  debt  instruments  is  treated  as  quali- 
fying ••75-percent  income. "  Such  stock  or 
debt  instruments  are  treated  as  qualifying 
asseU  for  the  same  period  under  the  Senate 
amendment. 
Definition  of  rents 

The  Senate  amendment  permits  REITs  to 
provide,  without  being  required  to  use  inde- 
pendent contractors,  those  services  that 
may  l>e  furnished  in  connection  with  the 
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rental  of  real  property  by  a  tax-exempt  or- 
ganization without  giving  rise  to  unrelated 
business  income. 

The  Senate  amendment  also  permits 
REITs  to  receive  rents  based  on  the  net 
Income  of  the  tenant,  provided  that  the  ten- 
ant's profits  are  derived  only  from  sources 
that  would  be  qualified  rent  if  earned  di- 
rectly by  the  REIT. 

DUtribution  Tt<iuiTement 

Under  the  Senate  amendment,  any  income 
that  is  accrued  but  not  received  with  respect 
to  original  issue  discount  on  a  loan  issued  in 
exchange  for  nonpublicly  traded  property. 
or  with  respect  to  a  deferred  rental  agree- 
ment, or  any  income  that  is  recognized  as 
the  result  of  the  failure  of  an  exchange  that 
the  RETT  intended  in  good  faith  to  qualify, 
but  that  was  ultimately  determined  not  to 
qualify  for  treatment  as  a  tax-free  lilce  Icind 
exchange,  is  not  subject  to  the  distribution 
requirement  to  the  extent  that  such 
amounts  exceed  five  percent  of  the  REIT's 
taxable  income.  The  REIT  is  required  to 
pay  income  tax  on  the  undistributed 
amount. 

The  Senate  amendment  provides  that  the 
amount  of  a  REIT's  current  earnings  and 
profits  will  not  be  less  than  the  REIT's  tax- 
able income  for  the  purpose  of  determining 
whether  a  distribution  was  made  out  of 
earnings  and  profits. 

Capital  gains 

The  Senate  amendment  permits  REITs  to 
compute  their  capital  gain  dividends  with- 
out offset  for  net  operating  losses  (NOLs). 
NOIf  not  used  to  offset  capital  gain  income 
are  carried  over  according  to  the  ordinary 
rules.  REITs  are  permitted  to  send  capital 
gain  notices  to  shareholders  with  the  mail- 
ing of  their  annual  report,  rather  than  30 
days  after  year  end. 

Prohibited  transactions 

Under  the  Senate  amendment,  the 
nimiber  of  sales  that  a  REIT  is  able  to  make 
within  the  prohibited  transaction  safe 
harbor  is  expanded  from  five  to  seven.  The 
Senate  amendment  provides  an  alternative 
safe  harbor  whereby  a  REIT  may  make  any 
number  of  sales  during  a  taxable  year  pro- 
vided that  the  gross  income  from  such  sales 
does  not  exceed  15  percent  of  the  REIT's 
taxable  income  for  such  year  (computed 
with  certain  adjustments).  Any  marketing 
or  development  activities  with  respect  to 
properties  that  are  sold  is  required  to  be 
performed  by  independent  contractors 
where  the  REIT  is  taking  advantage  of  the 
alternative  safe  harbor.  The  Senate  amend- 
ment also  increases  the  extent  of  improve- 
mente  that  a  RETT  is  permitted  to  make 
from  20  percent  to  30  percent  of  the  proper- 
ty's adjusted  basis.  In  addition,  under  the 
Senate  amendment,  losses  from  prohibited 
transactions  are  permitted  to  offset  taxable 
income  but  are  not  permitted  to  offset  gains 
from  prohibited  transactions. 

Deficiency  dividends 

The  Senate  amendment  eliminates  the 
penalty  tax  under  section  6697  on  deficiency 
dividends  paid  by  REITs. 

Effective  date 

The  provisions  of  the  Senate  amendment 
generally  are  effective  for  taxable  years  be- 
ginning after  December  31.  1986. 

Conference  Agreement 
The   conference   agreement   follows   the 
Senate  amendment  with  the  following  modi- 
fications. 


Imposition  of  excise  tax 
In  general 

The  conference  agreement  imposes  a  non- 
deductible excise  tax  on  any  REIT  for  each 
calendar  year  equal  to  four  percent  of  the 
excess,  if  any,  of  the  "required  distribution" 
for  the  calendar  year,  over  the  "distributed 
amount"  for  such  calendar  year.  The  excise 
tax  must  be  paid  on  or  before  March  15  of 
the  following  calendar  year. 

For  these  purposes,  the  term  required  dis- 
tribution means,  with  respect  to  any  calen- 
dar year,  the  sum  of  (1)  85  percent  of  the 
REIT's  "ordinary  income"  for  the  calendar 
year,  (determined  as  if  the  calendar  year 
were  the  REITs  taxable  year).  (2)  95  per- 
cent of  the  REIT's  capital  gain  net  income 
(within  the  meaning  of  sec.  1222(9))  for 
such  calendar  year,  (determined  as  if  the 
calendar  year  were  the  REIT's  taxable 
year),  and  (3)  the  excess,  if  any.  of  the 
"grossed  up  required  distribution"  for  the 
preceding  calendar  year  over  the  distributed 
amount  for  such  preceding  calendar  year. 
For  this  purpose,  the  term  grossed  up  re- 
quired distribution  for  any  calendar  year  is 
the  sum  of  the  taxable  income  of  the  REIT 
for  the  calendar  year  (without  regard  to  the 
deduction  for  dividends  paid)  and  all 
amounts  from  earlier  years  that  are  not 
treated  as  having  been  distributed  under 
the  provision. 

The  REIT's  ordinary  income  for  this  pur- 
pose means  its  real  estate  investment  trust 
taxable  income  (as  defined  in  sec.  857(b)(2)) 
determined  (1)  without  taking  into  account 
the  dividends  paid  deduction.  (2)  by  not 
taking  into  account  any  gain  or  loss  from 
the  sale  of  any  capital  asset,  and  (3)  by 
treating  the  calendar  year  as  the  REIT's 
taxable  year. 

In  addition,  for  these  purposes,  the  term 
distributed  amount  means,  with  respect  to 
any  calendar  year,  the  sum  of  (1)  the  deduc- 
tion for  dividends  paid  (within  the  meaning 
of  sec.  561)  during  such  calendar  year.  (2) 
amounts  on  which  the  REIT  is  required  to 
pay  corporate  tax.  and  (3)  the  excess  (if 
any)  of  the  distributed  amount  for  the  pre- 
ceding taxable  year  over  the  grossed  up  re- 
quired distribution  for  such  preceding  tax- 
able year.  The  amount  of  dividends  paid  for 
these  purposes  is  determined  without  regard 
to  the  provisions  of  section  858. 

Under  the  conference  agreement,  for  pur- 
poses of  applying  these  provisions,  any  defi- , 
ciency  dividend,  (as  defined  in  sec.  860(f)),  is 
taken  into  account  at  the  time  it  is  paid,  and 
any  income  giving  rise  to  the  adjustment  is 
treated  as  arising  at  the  time  the  dividend  is 
paid. 

Timing  of  inclusion  of  certain  dividends 

Under  the  conference  agreement,  any  divi- 
dend declared  by  a  REIT  in  December  of 
any  calendar  year  and  payable  to  sharehold- 
ers of  record  as  of  a  specified  date  in  such 
month,  shall  be  deemed  to  have  been  paid 
by  the  REIT,  (including  for  purposes  of  sec- 
tion 561).  and  to  have  been  received  by  each 
shareholder,  on  such  record  date,  but  only  if 
such  dividend  is  actually  paid  by  the  REIT 
before  February  1  of  the  following  calendar 
year.  This  provision  does  not  apply  for  pur- 
poses of  section  858(a),  however. 

Earnings  and  profits 

Under  the  conference  agreement,  a  REIT 
is  treated  as  having  sufficient  earnings  and 
profits  to  treat  as  a  dividend  any  distribu- 
tion during  any  calendar  year  (other  than  a 
redemption  to  which  section  302(a)  applies), 
which  distribution  is  treated  as  a  dividend 
by  such  REIT,  but  only  to  the  extent  that 
the  amount  distributed  during  such  calen- 


dar year  does  not  exceed  the  required  distri- 
bution for  such  calendar  year.  The  purpose 
of  this  provision  is  to  prevent  the  REIT 
from  failing  to  meet  the  requirements  for 
avoiding  the  imposition  of  the  excise  tax 
where  losses  incurred  by  the  REIT  after  De- 
cember 31.  but  before  the  close  of  its  tax- 
able year,  otherwise  would  prevent  the 
REIT  from  having  sufficient  earnings  and 
profits  for  its  distributions  to  be  treated  as 
dividends. 

The  conference  agreement  does  not  con- 
tain the  provision  from  the  Senate  amend- 
ment under  which  a  REIT's  earnings  and 
profits  for  a  taxable  year  would  not  be  less 
ihan  its  real  estate  trust  taxable  income  for 
the  taxable  year  (without  regard  to  the  divi- 
dends paid  deduction),  since  the  conferees 
believe  that  this  provision  is  a  restatement 
of  present  law. 

Treatment  of  certain  capital  losses 
The  conference  agreement  provides  that, 
in  the  case  of  a  REIT  that  has  a  taxable 
year  other  than  the  calendar  year,  for  pur- 
poses of  determining  the  amount  of  capital 
gain  dividends,  such  REIT  may  distribute 
for  a  taxable  year,  the  REIT's  net  capital 
gain  for  the  taxable  year  is  determined 
without  regard  to  any  net  capital  loss  attrib- 
utable to  transactions  after  December  31  of 
such  year.  For  these  purposes,  any  such  net 
capital  loss  is  treated  as  arising  on  the  first 
day  of  the  next  taxable  year.  To  the  extent 
provided  in  regulations,  the  same  rule  will 
apply  for  purposes  of  determining  the 
REIT's  net  income. ' 

Distribution  requirement 

The  conference  agreement  clarifies  that 
the  amount  on  which  relief  is  provided  from 
the  95  percent  distribution  requirement  in 
the  case  of  income  derived  from  certain 
transactions  to  which  section  467  or  section 
1274  applies,  is  based  on  the  excess  of  those 
amounts  that  the  REIT  is  required  to  recog- 
nize on  account  of  either  section  467  or  sec- 
tion 1274  over  the  amounts  that  the  REIT 
otherwise  would  recognize  under  its  regular 
method  of  accounting.  Thus,  for  example,  in 
the  case  of  a  REIT  using  the  accrual 
method  of  accounting,  the  provision  would 
apply  in  the  case  of  a  section  467  rental 
agreement  only  to  the  extent  that  the 
income  required  to  be  recognized  under  sec- 
tion 467  exceeded  the  amount  of  income 
that  the  taxpayer  would  include  under  the 
accrual  method  if  section  467  did  not  apply. 

Definition  of  rents  and  interest 

The  conference  agreement  provides  that 
for  purposes  of  the  income  requirements  for 
qualification  as  a  REIT,  and  for  purposes  of 
the  prohibited  transactions  provisions,  any 
income  derived  from  a  "shared  appreciation 
provision"  is  treated  as  gain  recognized  on 
the  sale  of  the  "secured  property."  For 
these  purposes,  a  shared  appreciation  provi- 
sion is  any  provision  that  is  in  connection 
with  an  obligation  that  is  held  by  the  REIT 
and  secured  by  an  interest  in  real  property, 
which  provision  entitles  the  REIT  to  receive 
a  specified  portion  of  any  gain  realized  on 
the  sale  or  exchange  of  such  real  property 
(or  of  any  gain  that  would  be  realized  if  the 
property  were  sold  on  a  specified  date).  Se- 
cured property  for  these  purposes  means 


'  The  conferees  intend  that  any  such  regulations 
would  prevent  the  avoidance  of  tax.  particularly  In 
circumstances  where  a  REIT  takes  advEmtage  of 
the  rule  in  order  to  pay  return  of  capital  dividends 
in  the  following,  taxable  year,  or  to  offset  the  tax 
that  would  be  incurred  on  capital  gains  recognized 
in  the  following  year. 
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the  real  property  that  secures  the  obliga- 
tion that  has  the  shared  appreciation  provi- 
sion. 

In  addition,  the  conference  agreement 
provides  that  for  purposes  of  the  income  re- 
quirements for  qutdif ication  as  a  REIT,  and 
for  purposes  of  the  prohibited  transactions 
provisions,  the  REIT  is  treated  as  holding 
the  secured  property  for  the  period  during 
which  it  held  the  shared  appreciation  provi- 
sion (or.  If  shorter,  the  period  during  which 
the  secured  property  was  held  by  the  person 
holding  such  property).'  and  the  secured 
property  is  treated  as  property  described  in 
section  1221(1)  if  it  is  such  property  in  the 
hands  of  the  obligor  on  the  obligation  to 
which  the  shared  appreciation  provision  re- 
lates (or  if  it  would  be  such  property  if  held 
by  the  REIT).  For  purposes  of  the  prohibit- 
ed transaction  safe  harbor,  the  REIT  is 
treated  as  having  sold  the  secured  property 
at  the  time  that  it  recognizes  income  on  ac- 
count of  the  shared  appreciation  provision, 
and  any  expenditures  made  by  the  holder  of 
the  secured  property  are  treated  as  made  by 
the  REIT.' 

For  example,  under  the  conference  agree- 
ment, if  a  REIT  is  the  holder  of  an  obliga- 
tion under  which  it  is  paid  a  fixed  percent- 
age of  interest  on  a  fixed  principal  amount, 
and  also  is  entitled  to  a  payment  equal  to  a 
portion  of  the  appreciation  in  the  property 
as  of  the  time  the  property  is  sold  (or  at  an 
earlier  specified  time),  then  the  additional 
payment  would  be  treated  as  gain  on  the 
sale  of  the  property  secured  by  the  obliga- 
tion for  purposes  of  section  856(c),  with  the 
holding  period  of  the  property  considered  to 
be  the  shorter  of  the  REIT's  holding  period 
of  the  obligation  or  the  obligor's  holding 
period  for  the  secured  property.  This  gain 
would  be  eligible  for  the  prohibited  transac- 
tion safe  harbor  if  the  applicable  require- 
ments are  met. 

The  conferees  intend  no  inference  regard- 
ing the  treatment  of  any  shared  apprecia- 
tion provision  for  any  other  purposes  of 
Federal  income  taxation. 

The  conferees  wish  to  make  certain  clari- 
fications regarding  those  services  that  a 
REIT  may  provide  under  the  conference 
agreement  without  using  an  independent 
contractor,  which  services  would  not  cause 
the  rents  derived  from  the  property  in  con- 
nection with  which  the  services  were  ren- 
dered to  fail  to  qualify  as  rents  from  real 
property  (within  the  meaning  of  section 
856(d)).  The  conferees  intend,  for  example, 
that  a  REIT  may  provide  customary  serv- 
ices in  connection  with  the  operation  of 
parking  facilities  for  the  convenience  of  ten- 
ants of  an  office  or  apartment  building,  or 
shopping  center,  provided  that  the  parking 
facilities  are  made  available  on  an  unre- 
served basis  without  charge  to  the  tenants 
and  their  guests  or  customers.  On  the  other 
hand,  the  conferees  intend  that  income  de- 
rived from  the  rental  of  parking  spaces  on  a 
reserved  basis  to  tenants,  or  income  derived 
from  the  rental  of  parking  spaces  to  the 
general  public,  would  not  be  considered  to 
be  rents  from  real  property  unless  all  serv- 
ices are  performed  by  an  independent  con- 
tractor. Nevertheless,  the  conferees  intend 


» The  conferees  intend  that  the  provisions  of  sec- 
tion 1223  are  to  be  taken  into  account  for  purposes 
of  determining  the  holding  period  of  the  person 
holding  the  secured  property. 

'The  conferees  intend  that  the  REIT's  holding 
period  of  the  obligation  to  which  the  shared  appre- 
ciation provision  relates  (and  not  the  obligor's  hold- 
ing period  of  the  secured  property  if  longer  than 
the  REITs  holding  period)  must  be  at  least  four 
years  for  the  safe  harbor  to  apply. 


that  the  income  from  the  rental  of  parking 
facilities  properly  would  be  considered  to  be 
rents  from  real  property  (and  not  merely 
income  from  services)  in  such  circumstances 
if  services  are  performed  by  an  independent 
contractor. 

The  conferees  also  wish  to  clarify  that  a 
REIT  may  directly  select,  hire,  and  compen- 
sate those  independent  contractors  who  will 
provide  the  customary  services  that  may  be 
provided  by  a  REIT  in  connection  with  the 
rental  of  real  property,  rather  than  hiring 
an  independent  contractor  to  hire  other  in- 
dependent contractors. 
Income  and  asset  requirements 

The  conference  agreement  provides  that 
the  investment  of  the  proceeds  of  the  public 
offering  of  debt  securities  that  have  a  matu- 
rity of  at  least  five  years  receives  the  same 
treatment  as  the  investment  of  new  equity 
capital.  The  conferees  intend  that  debt  se- 
curities for  which  there  is  an  intention  to 
call  before  five  years  would  not  be  treated 
as  having  a  maturity  of  at  least  five  years. 

The  conferees  wish  to  clarify  that  if  a 
REIT  purchases  all  of  the  stock  of  a  corpo- 
ration and  makes  an  election  under  section 
338  with  respect  to  the  purchased  stock, 
then  the  corporation  that  is  deemed  to  be 
newly  formed  pursuant  to  the  section  338 
election  may  qualify  as  a  REIT  subsidiary 
as  of  the  time  that  the  newly  formed  corpo- 
ration is  deemed  to  come  into  existence. 
Prohibited  transactions 

Instead  of  measuring  the  alternative  safe 
harbor  for  prohibited  transactions  by  refer- 
ence to  the  income  of  the  REIT,  the  alter- 
native safe  harbor  provided  by  the  confer- 
ence agreement  is  any  number  of  sales  pro- 
vided that  the  adjusted  basis  of  the  proper- 
ty sold  does  not  exceed  10  percent  of  the  ad- 
justed basis  of  all  of  the  REIT's  assets  at 
the  beginning  of  the  REIT's  taxable  year. 
For  this  purpose,  the  total  adjusted  basis  of 
all  of  the  REIT's  assets  (including  the  prop- 
erty that  is  sold)  is  to  be  computed  using  de- 
preciation deductions  that  are  used  for  pur- 
poses of  computing  earnings  and  profits. 
The  other  requirements  for  use  of  the  alter- 
native safe  harbor  in  the  Senate  bill  contin- 
ue to  apply.  The  conferees  intend  no  Infer- 
ence regarding  whether  sales  that  qualify 
under  this  safe  harbor  for  the  REIT  are  or 
are  not  properly  considered  to  be  sales  of 
property  held  for  sale  to  cuetomers. 
Effective  date 

The  provisions  of  the  conference  agree- 
ment  generally   are   effective   for   taxable 
years  beginning  after  December  31,   1986. 
The  provisions  relating  to  the  imposition  of 
the  excise  tax  are  effective  for  calendar 
years  beginning  after  December  31.  1986. 
P.  Mortgage-Backed  Securities 
Present  Law 
Imposition  of  corporate  tax 

In  general 

A  corporation  generally  is  treated  as  an 
entity  separate  from  its  shareholders.  The 
corporation  is  taxed  on  its  income,  and  the 
shareholder  Is  taxed  on  the  subsequent  dis- 
tribution of  the  corporation's  Income  in  the 
form  of  dividends.  Corporations  generally 
do  not  receive  any  deduction  for  dividends 
paid  to  shareholders,  but  interest  on  indebt- 
edness Incurred  by  a  corporation  generally 
is  deductible.* 


Corporations  treated  a»  conduits 

Certain  small  business  corporations  ( 'S 
corporations")  generally  are  not  subject  to  a 
corporate  level  tax.  Rather,  the  Income  of 
the  corporation  is  allocated  among,  and 
taxed  directly  to,  the  shareholders.  To  qual- 
ify as  an  S  corporation,  a  corporation  must 
be  a  domestic  corporation  that  has  35  or 
fewer  shareholders  none  of  whom  are  corpo- 
rations, and  also  must  meet  certain  other  re- 
quirements (sees.  1361-1379). 

Regulated  investment  companies  ("RICs"J 
and  real  estate  investment  trusts  ("REITs") 
generally  are  treated  as  pass-through  enti- 
ties since  they  receive  deductions  for  divi- 
dends paid  to  shareholders  (sees.  561,  562, 
852(b),  857(b)).  Capital  gains  realized  by  a 
REIT  or  a  RIC  also  may  be  passed  through 
to  its  shareholders  (sees.  852(b)(3), 
857(b)(3)). 

To  qualify  as  a  RIC,  a  corporation  must 
derive  most  of  its  income  from  investments 
in  securities,  must  distribute  most  of  its 
income  currently,  and  must  meet  certain 
other  requirements  (sees.  851,  852). 

To  qualify  as  a  REIT,  a  corporation  must 
derive  most  of  its  income  from  real  estate 
related  sources,  must  hold  primarily  real 
estate  assets,  must  distribute  most  of  its 
income  currently,  and  must  meet  certain 
other  requirements  (sees.  856,  857).  An  in- 
terest in  a  corporate  debt  obligation  that  is 
secured  by  real  property  mortgages  is  not 
treated  as  a  qualifying  real  estate  asset  for  a 
REIT. 

Certain  requirements  are  imp)0sed  on  both 
REITs  and  RICs  that  are  intended  to  pre- 
vent these  entities  from  engaging  in  the 
active  conduct  of  a  trade  or  business  (see 
e.g..  sees.  851(b)(3),  856(c)(4)). 
Entity  classification 

Under  Treasury  regulations,  certain  non- 
corporate entities  that  have  sufficient  cor- 
porate characteristics  are  treated  as  corpo- 
rations for  Federal  income  tax  purposes 
(Treas.  Reg.  sec.  301.7701-2). 

In  May.  1984,  the  Treasury  Department 
issued  proposed  regulations  tuldressing  the 
treatment  of  trusts  that  have  more  than 
one  class  of  ownership  interest.  Pinal  regu- 
lations were  issued  in  March,  1985  (Treas. 
Reg.  sec.  301.7701-4(0(1)).  Under  these  reg- 
ulations, a  trust  is  treated  as  having  one 
class  of  ownership  if  all  of  the  beneficiaries 
of  the  trust  have  undivided  Interests  in  all 
of  the  trust  property.  More  than  one  class 
of  ownership  may  exist  where,  for  example, 
some  beneficiaries  are  entitled  to  receive 
more  than"  their  pro  rata  share  of  trust  dis- 
tributions in  early  years  and  other  benefici- 
aries are  entitled  to  more  than  their  pro 
rata  share  in  later  years. 

Under  the  regulations,  an  arrangement 
having  more  than  one  class  of  ownership  in- 
terest generally  may  not  be  treated  as  a 
trust,  but  is  treated  as  a  corporation  for 
Federal  income  tax  purposes.  Thus,  if  a 
trust  held  a  portfolio  of  mortgages,  and  in- 
terests in  the  trust  assets  were  divided  so 
that  one  class  of  beneficiaries  were  to  re- 
ceive all  principal  collected  by  the  trust  and 
a  specified  rate  of  interest  thereon  until  the 
trust  had  collected  a  specified  amount  of 
principal  on  the  mortgages,  and  another 
class  of  beneficiaries  were  to  receive  all  re- 
maining amounts  collected  by  the  trust, 
then  such  trust  would  be  treated  as  an  asso- 
ciation taxable  as  a  corporation  under  the 


•  Present  law  is  unclear  whether  interests  in  a 
corporation  that  are  denominated  as  debt  are  prop- 
erly treated  as  indebtedness  of  the  corporation, 
where  substantially  all  of  the  assets  of  the  corpora- 


tion are  a  single  type  of  property,  the  corporation  is 
thinly  capitalized,  and  the  rights  of  the  o»Tiers  of 
the  interesU  mirror,  in  the  aggregate,  the  charac- 
teristics of  such  property. 
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regulations.  The  regulations  provide  a  limit- 
ed exception  for  certain  trusts  with  multiple 
clasiies.  where  the  existence  of  multiple 
classes  is  incidental  to  the  purpose  of  facili- 
tating direct  investment  in  the  assets  of  the 
trust.  The  regulations  apply  to  interests 
issued  after  April  27, 1984. 
Original  issue  discount  and  market  dis- 
count 

Original  issue  discount 

Under  the  original  issue  discount  ("OID") 
rules,  any  OID,  which  is  defined  as  the 
excess  of  the  stated  redemption  price  of  a 
debt  instrument  over  its  issue  price,  is  treat- 
ed as  interest  (sees.  1272,  1273).  Both  bor- 
rower and  lender  generally  are  required  to 
account  for  the  accrual  of  original  issue  dis- 
count currently  on  an  economic  basis  over 
the  term  of  the  debt  instrument  (sec. 
1272(a)).  The  application  of  the  OID  rules  is 
uncertain  for  debt  instruments  the  maturity 
of  which  may  be  accelerated  on  account  of 
prepayments  on  obligations  that  collatera- 
lize the  debt  instrument. 

Market  discount 

Market  discount  generally  is  that  portion 
of  the  excess  of  a  debt  instrument's  stated 
redemption  price  at  maturity  over  the  hold- 
er's basis,  which  portion  exceeds  the 
amount  of  OID,  if  any,  with  respect  to  the 
instrument  (sec.  1278(a)).  The  holder  of  a 
debt  instrument  with  marliet  discount  gen- 
erally treats  gain  on  the  disposition  of  such 
debt  instrument  as  interest  income  to  the 
extent  of  accrued  marliet  discount  (sec. 
1276).  Fbr  this  purpose,  marliet  discount  is 
deemed  to  accrue  ratably  over  the  maturity 
of  the  debt  instrument,  unless  the  holder 
elects  to  treat  market  discount  as  accruing 
on  an  economic  basis  (sec.  1276(b)).  The  ap- 
plication of  the  market  discount  rules  to 
debt  instruments  the  principal  of  which  is 
payable  in  more  than  one  installment  is  un- 
certain. 
Other 

Certain  thrift  institutions  are  permitted 
to  deduct  a  percentage  of  their  taxable 
income  as  a  bad  debt  deduction  provided 
that  a  specified  portion  of  the  institution's 
assets  are  "qualifying  assets,"  including 
"qualifying  real  property  loans"  (sees.  593, 
7701(aK19)).  Corporate  debt  obligations  se- 
cured by  real  property  mortgages  are  not 
treated  as  qualifying  real  property  loans. 

Issuers  of  debt  instruments  that  have 
original  issue  discount  are  required  to 
report  to  certain  holders,  the  amount  of  in- 
terest payments  and  the  annual  accrual  of 
OID  (sec.  6049). 

House  Bill 

No  provision. 

Senate  Amendment 
REMICs 

In  general 

The  Senate  amendment  creates  a  new 
form  of  entity  known  as  a  "real  estate  mort- 
gage investment  company  "  ( "REMIC").  A 
REMIC  is  an  entity  that  is  formed  for  the 
purpose  of  holding  a  fixed  pool  of  mort- 
gages secured  by  an  interest  in  real  proper- 
ty, and  issuing  multiple  classes  of  interests 
therein.  A  REMIC  is  treated  as  a  corpora- 
tion for  income  tax  purposes,  but  is  given  a 
deduction  for  all  amounts  includible  in 
income  of  holders  of  "regular  interests"  re- 
gardless of  whether  such  interests  otherwise 
would  be  treated  as  debt  for  Federal  income 
tax  purposes,  and  also  is  given  a  deduction 
for  amounts  distributed  to  holders  of  "resid- 
ual interests"  up  to  the  amount  of  a  deemed 
rate  of  return  that  is  based  on  the  "long- 


term  Federal  rate."  Rules  are  provided  to 
prevent  active  business  activities  with  re- 
spect to  the  REMICs  assets. 
Regular  and  residual  interests 

Under  the  Senate  tunendment,  all  inter- 
ests in  a  REMIC  must  be  either  regular  or 
residual  interests.  Regular  interests  are 
treated  as  debt  instruments  for  Federal 
income  purposes,  regardless  of  their  form. 
Residual  interests  generally  are  treated  as 
stock  for  Federal  income  tax  purposes  (also 
regardless  of  form),  but  special  rules  are 
provided  for  the  inclusion  in  income  of  dis- 
tributions with  respect  to  residual  interests, 
the  adjustment  of  the  holder's  basis  in  the 
residual  interest,  and  for  dispositions  of  re- 
sidual interests. 

Transfers  of  property  to  a  REMIC 

The  transfer  of  property  to  a  REMIC  in 
exchange  for  either  regular  or  residual  in- 
terests, or  for  cash  or  other  property,  re- 
sults in  the  recognition  of  gain  upon  the 
transfer.  Loss  is  recognized  on  the  transfer 
of  property  to  a  REMIC  for  cash  or  other 
property,  but  if  property  is  transferred  to  a 
REMIC  in  exchange  for  regular  or  residual 
interests,  loss  is  deferred  until  the  disposi- 
tion of  the  interests. 

Original   issue  discount  and   market  dis- 
count rules 

Original  issue  discount  rules 

The  Senate  amendment  clarifies  the  ap- 
plication of  the  OID  rules  to  debt  instru- 
ments, the  maturity  of  which  is  accelerated 
on  account  of  prepayments  on  obligations 
that  collateralize  the  instrument.  Under  the 
Senate  amendment,  OID  on  such  an  instru- 
ment is  calculated  taking  into  account  pre- 
payments as  such  prepayments  occur  and 
assuming  that  there  will  be  no  further  pre- 
payments. 

Market  discount  rules 

The  Senate  amendment  grants  regulatory 
authority  to  the  Treasury  Department  to 
provide  rules  for  the  treatment  of  market 
discount  on  obligations  the  principal  of 
which  is  paid  in  installments,  whether  or 
not  such  obligations  are  subject  to  prepay- 
ment. 
Other 

Under  the  Senate  amendment,  an  interest 
in  a  REMIC  is  treated  as  a  real  estate  asset 
for  purposes  of  the  requirements  for  qualifi- 
cation as  a  REIT,  and  is  treated  as  a  qualify- 
ing real  property  loan  for  purposes  of  the 
requirements  relating  to  bad  debt  deduc- 
tions for  certain  thrift  institutions.  Report- 
ing requirements  are  expanded  under  the 
Senate  amendment  to  include  reporting  of 
interest  and  OID  to  corporate  and  certain 
other  holders  of  debt  instruments  that  are 
subject  to  the  OID  rules  prescribed  by  the 
Senate  amendment.  In  addition,  the  Senate 
amendment  treats  regular,  but  not  residual 
interests  as  subject  to  the  provisions  of  sec- 
tion 582,  providing  ordinary  income  or  loss 
treatment  upon  the  sale  of  such  interests  by 
certain  financial  institutions. 

The  Senate  amendment  treats  "owners' 
debt  pools"  as  corporations.  In  general,  the 
Senate  amendment  provides  that  an  owners' 
debt  pool  is  an  entity  that  is  treated  as  a 
trust  or  partnership,  the  principal  activity 
of  which  is  the  holding  of  assets  the  princi- 
pal portion  of  which  is  real  estate  mort- 
gages that  directly  or  indirectly  act  as  col- 
lateral for  debt  obligations  having  varying 
maturities. 
Effective  date 

The  Senate  amendment  generally  is  effec- 
tive for  taxable  years  beginning  after  De- 


cember 31,  1986.  The  OID  and  market  dis- 
count provisions  are  effective  for  debt  in- 
struments issued  after  December  31,  1986. 
The  owners'  debt  pool  provisions  generally 
are  effective  for  entities  formed  after  De- 
cember 31,  1986. 

Conference  Agreement 

Overview 

In  general,  the  conference  agreement  pro- 
vides rules  relating  to  "real  estate  mortgage 
investment  conduits"  or  "REMICs."  In  gen- 
eral, a  REMIC  is  a  fixed  pool  of  mortgages 
with  multiple  classes  of  interests  held  by  in- 
vestors. The  conference  agreement  provides 
rules  prescribing  ( 1 )  the  Federal  income  tax 
treatment  of  the  REMIC,  (2)  the  treatment 
of  taxpayers  who  exchange  mortgages  for 
interests  in  the  REMIC,  (3)  the  treatment 
of  taxpayers  holding  interests  in  the 
REMIC,  and  (4)  the  treatment  of  disposi- 
tion of  interests  in  the  REMIC. 

In  general,  if  the  specified  requirements 
are  met,  the  REMIC  is  not  treated  as  a  sep- 
arate taxable  entity.  Rather,  the  income  of 
the  REMIC  is  allocated  to,  and  taken  into 
account  by.  the  holders  of  the  interests 
therein,  under  specified  rules.  Holders  of 
"regular  interests"  generally  take  into 
income  that  portion  of  the  income  of  the 
REMIC  that  would  be  recognized  by  an  ac- 
crual method  holder  of  a  debt  instrument 
that  had  the  same  terms  as  the  particular 
regular  interest:  holders  of  "residual  inter- 
ests" take  into  account  all  of  the  net  income 
of  the  REMIC  that  is  not  taken  into  ac- 
count by  the  holders  of  the  regular  inter- 
ests. Rules  are  provided  that  (1)  treat  a  por- 
tion of  the  income  of  the  residual  holder  de- 
rived from  the  REMIC  as  unrelated  busi- 
ness income  for  tax-exempt  entities  or  as 
subject  to  withholding  at  the  statutory  rate 
when  paid  to  foreign  persons,  and  (2)  pre- 
vent such  portion  from  being  offset  by  net 
operating  losses,  other  than  net  operating 
losses  of  certain  thrift  institutions. 

The  conference  agreement  also  contains 
provisions  relating  to  the  application  of  the 
OID  rules  to  certain  debt  Instruments  the 
timing  of  whose  maturities  is  contingent 
upon  the  timing  of  payments  on  other  debt 
instruments.  In  addition,  the  conference 
agreement  imposes  certain  new  information 
reporting  requirements. 

Further,  the  conference  agreement  treats 
as  a  corporation  any  entity  or  other  ar- 
rangement, referred  to  as  a  "taxable  mort- 
gage pool."  that  is  used  primarily  to  hold 
mortgages,  where  maturities  of  debt  instru- 
ments that  are  issued  by  the  entity  in  multi- 
ple classes,  are  tied  to  the  timing  of  pay- 
ments on  the  mortgages. 

Requirements  for  qualification  as  a  REMIC 
Under  the  conference  agreement,  any 
entity,  including  a  corporation,  partnership, 
or  trust,  that  meets  specified  requirements 
would  be  permitted  to  elect  to  be  treated  as 
a  REMIC.  In  addition,  a  segregated  pool  of 
assets  also  may  qualify  as  a  REMIC  as  if  it 
were  an  entity  meeting  the  requirements. 
To  elect  REMIC  status,  requirements  relat- 
ing to  the  composition  of  assets  and  the 
nature  of  the  investors'  interests  must  be 
satisfied,  and  an  election  to  be  treated  as  a 
REMIC  must  be  in  effect  for  the  taxable 
year,  and  if  applicable,  all  prior  taxable 
years. 
77ie  asset  test 

Under  the  conference  agreement,  in  order 
to  qualify  as  a  REMIC,  substantially  all  of 
the  assets  of  the  entity  or  segregated  pool, 
as  of  the  close  of  the  third  calendar  month 
beginning  after  the  startup  day  and  as  of 
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the  close  of  every  quarter  of  each  calendar 
year  thereafter,  must  consist  of  "Qualified 
mortgages,"  and  "permitted  investments." 
The  conferees  intend  that  the  term  substan- 
tially all  should  be  interpreted  to  allow  the 
REMIC  to  hold  only  de  minimis  amounts  of 
other  assets. 

A  "qualified  mortgage"  is  any  obligation 
(including  any  participation  or  certificate  of 
beneficial  ownership  interest  therein)  that 
is  principally  secured  directly  or  indirectly 
by  an  Interest  in  real  property,  and  that 
either  (1)  U  transferred  to  the  REMIC  on  or 
before  the  "startup  day."  or  (2)  is  purchased 
by  the  REMIC  within  the  three-month 
period  beginning  on  the  startup  day.'  A 
qualified  mortgage  also  includes  a  "qualified 
replacement  mortgage."  A  qualified  replace- 
ment mortgage  is  any  property  that  would 
have  been  treated  as  a  qualified  mortgage  if 
it  were  transferred  to  the  REMIC  on  or 
before  the  startup  day,  and  that  is  received 
either  <1)  in  exchange  for  a  defective  quali- 
fied mortgage"  within  a  two-year  period  be- 
ginning on  the  startup  day.  or  (2)  in  ex- 
change for  any  other  qualified  mortgage 
within  a  three-month  period  beginning  on 
the  startup  day.  In  addition,  a  regular  inter- 
est in  another  REMIC  that  is  transferred  to 
the  REMIC  on  or  before  the  startup  day  is 
treated  as  a  qualified  mortgage.  The  startup 
day  is  any  day  selected  by  the  REMIC  that 
is  on  or  before  the  first  day  on  which  inter- 
ests in  the  REMIC  are  Issued. 

"Permitted  investments"  are  "cash  flow 
investments."  "qualified  reserve  assets,"  and 
"foreclosure  property." 

"Cash  flow  investments"  are  any  invest- 
ment of  amounts  received  under  qualified 
mortgages  for  a  temporary  period  before 
distribution  to  holders  of  interests  in  the 
REMIC.  The  conferees  intend  that  these 
are  assets  that  are  received  periodically  by 
the  REMIC.  invested  temporarily  in  passive- 
type  assets,  and  paid  out  to  the  investors  at 
the  next  succeeding  regular  payment  date. 
The  conferees  intend  that  these  temporary 
investments  are  to  be  limited  to  those  types 
of  investments  that  produce  passive  income 
in  the  nature  of  Interest.  For  example,  the 
conferees  intend  that  an  arrangement  com- 
monly known  as  a  "guaranteed  investment 
contract."  whereby  the  REMIC  agrees  to 
turn  over  payments  on  qualified  mortgages 
to  a  third  party  who  agrees  to  return  such 
amounts  together  with  a  specified  return 
thereon  at  times  coinciding  with  the  times 
that  payments  are  to  be  made  to  holders  of 
regular  or  residual  Interests,  may  qualify  as 
a  permitted  investment. 

"Qualified  reserve  assets"  are  any  intangi- 
ble property  held  for  investment  that  is 
part  of  a  "qualified  reserve  fund."  A  quali- 
fied reserve  fimd  Is  any  reasonably  required 
reserve  that  is  maintained  by  the  REMIC  to 
provide  for  payments  of  certain  expenses 


» The  conferees  Intend  that  stripped  coupons  and 
stripped  bonds  (within  the  meaning  of  sec.  1286) 
may  l>e  treated  as  qualifying  mortgages  if  the  bonds 
(within  the  meaning  of  sec.  1286)  from  which  such 
stripped  coupons  or  stripped  bonds  arose  would 
have  been  qualified  mortgages.  The  conferees  also 
Intend  that  interests  in  grantor  trusts  would  be 
treated  as  qualified  mortgages,  to  the  extent  that 
the  assets  of  the  trusts  that  holders  of  the  benefi- 
cial interest  therein  are  treated  as  owning,  would  be 
treated  as  qualifying  mortgages.  In  addition,  the 
conferees  intend  that  interests  in  qualifying  mort- 
gages In  the  nature  of  the  interests  described  In 
Treas.  Reg.  sec.  301.7701-4(c)(2)(Example  2),  would 
be  treated  as  qualifying  mortgages. 

•  For  this  purpose,  the  conferees  Intend  that  a  de- 
fective qualified  mortgage  Is  a  qualified  mortgage 
with  respect  to  which  there  Is  a  default  or  threat- 
ened default  by  the  obligor. 


and  to  provide  additional  security  for  the 
payments  due  on  regular  interests  in  the 
REMIC  that  otherwise  may  be  delayed  or 
defaulted  upon  because  of  defaults  (includ- 
ing late  paymenU)  on  the  qualified  mort- 
gages. In  determining  whether  the  amount 
of  the  reserve  is  reasonable,  the  conferees 
believe  that  it  is  appropriate  to  take  into 
account  the  creditworthiness  of  the  qualified 
mortgages  and  the  extent  and  nature  of  any 
guarantees  relating  to  the  qualified  mort- 
gages. Further,  amounts  in  the  reserve  fund 
must  be  reduced  promptly  and  appropriate- 
ly as  regular  intereste  in  the  REMIC  are  re- 
tired. 

Under  the  conference  agreement,  a  re- 
serve is  not  treated  as  a  qualified  reserve 
unless  for  any  taxable  year  (and  all  subse- 
quent taxable  years)  not  more  than  30  per- 
cent of  the  gross  Income  from  the  assets  in 
such  fluid  for  the  taxable  year  is  derived 
from  the  sale  or  other  disposition  of  proper- 
ty held  for  less  than  three  months.  For  this 
purpose,  gain  on  the  disposition  of  a  reserve 
fund  asset  is  not  taken  into  account  if  the 
disposition  of  such  asset  is  required  to  pre- 
vent default  on  a  regular  interest  where  the 
threatened  default  resulted  from  a  default 
on  one  or  more  qualified  mortgages. 

"Foreclosure  property"  is  property  that 
would  be  foreclosure  property  luider  section 
856(e)  if  acquired  by  a  real  estate  invest- 
ment trust,  and  which  is  acquired  by  the 
REMIC  in  connection  with  the  default  or 
imminent  default  of  a  qualified  mortgage. 
Property  so  acquired  ceases  to  be  foreclo- 
sure property  one  year  after  its  acquisition 
by  the  REMIC. 
Inv€Stx)rs'  interests 

In  order  to  qualify  as  a  REMIC  under  the 
conference  agreement,  all  of  the  interests  in 
the  REMIC  must  consist  of  one  or  more 
classes  of  "regular  interests"  and  a  single 
class  of  "residual  Interests." 

Regular  interests.— A  regular  interest  in  a 
REMIC  is  an  interest  in  a  REMIC  whose 
terms  are  fixed  on  the  startup  day,  which 
terms  (1)  unconditionally  entitle  the  holder 
to  receive  a  specified  principal  (or  similar) 
amount,  and  (2)  provide  that  interest  (or 
similar)  payments,  if  any,  at  or  before  matu- 
rity are  based  on  a  fixed  rate  (or  to  the 
extent  provided  in  regulations,  a  variable 
rate).  An  interest  in  the  REMIC  may  qual- 
ify as  a  regular  interest  where  the  timing 
(but  not  the  amoimt)  of  the  principal  (or 
simUar)  payments  are  contingent  on  the 
extent  of  prepayments  on  qualified  mort- 
gages and  the  amount  of  in<»me  from  per- 
mitted investments. 

The  conferees  intend  that  regular  inter- 
ests in  REMICs  may  be  issued  in  the  form 
of  debt,  stock,  partnership  interests,  inter- 
ests in  a  trust,  or  any  other  form  permitted 
by  state  law.  Thus,  if  an  interest  in  a 
REMIC  is  not  in  the  form  of  debt,  the  con- 
ferees understand  that  the  interest  would 
not  have  a  specified  principal  amount,  but 
that  the  interest  would  qualify  as  a  regular 
interest  if  there  is  a  specified  amount  that 
could  be  identified  as  the  principal  amount 
if  the  interest  were  in  the  form  of  debt.  For 
example,  an  interest  in  a  partnership  could 
qualify  as  a  regular  interest  if  the  holder  of 
the  partnership  interest  were  to  receive  a 
specified  amount  in  redemption  of  the  part- 
nership interest,  and  that  the  amount  of 
income  allocated  to  such  partnership  inter- 
est were  based  on  a  fixed  percentage  of  the 
specified  outstanding  redemption  amount. 

The  conferees  intend  that  an  interest  In  a 
REMIC  would  not  fall  to  be  treated  as  a  reg- 
ular interest  if  the  payments  of  principal  (or 
similar)  amounts  with  respect  to  such  inter- 
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est  are  suttordinated  to  payments  on  other 
regular  interests  in  the  REMIC,  and  are  de- 
pendent upon  the  absence  of  defaults  on 
qualified  mortgages.  Thus,  the  conferees 
intend  that  regular  interests  in  a  REMIC 
may  resemble  the  types  of  interests  de- 
scribed in  Treas.  Reg.  sec.  301.7701- 
4( c)( 2 K Example  2).' 

The  conferees  intend  that  an  interest  in  a 
REMIC  may  not  qualify  as  a  regular  inter- 
est if  the  amount  of  interest  (or  similar  pay- 
ments) is  disproportionate  to  the  specified 
principal  amount.  For  example,  if  an  inter- 
est is  issued  in  the  form  of  debt  with  a 
coupon  rate  of  interest  that  is  substantially 
in  excess  of  prevailing  market  interest  rates 
(adjusted  for  risk),  the  conferees  intend 
that  the  interest  would  not  qualify  as  a  reg- 
ular interest.  Instead,  the  conferees  intend 
that  such  an  interest  may  be  treated  either 
as  a  residual  interest,  or  as  a  combination  of 
a  regular  interest  and  a  residual  interest. 

Residual  interests— In  general,  a  residual 
interest  in  a  REMIC  is  any  interest  in  the 
REMIC  other  than  a  regular  interest,  and 
which  is  so  designated  by  the  REMIC,  pro- 
vided that  there  is  only  one  class  of  such  in- 
terest, and  that  all  distributions  (if  any) 
with  respect  to  such  interests  are  pro  rata. 
For  example,  the  residual  interest  in  a  mort- 
gage pool  that  otherwise  qualifies  as  a 
REMIC  is  held  by  two  taxpayers,  one  of 
whom  has  a  25  percent  interest  in  the  resid- 
ual and  the  other  of  whom  has  a  75  percent 
interest.  Except  for  their  relative  size,  the 
interests  of  the  two  taxpayers  are  identical. 
Provided  that  all  distributions  to  the  residu- 
al interest  holders  are  pro  rata,  the  mort- 
gage pool  would  qualify  as  a  REMIC  be- 
cause there  is  only  one  class  of  residual  in- 
terest. If,  however,  the  holder  of  the  25  per- 
cent interest  is  entitled  to  receive  all  distri- 
butions to  which  residual  holders  combined 
are  entitled  for  a  specified  period  (or  up  to  a 
specified  amount)  in  return  for  the  surren- 
der of  his  interest,  then  the  mortgage  pool 
would  be  considered  to  have  two  classes  of 
residual  interests  and  would  not  qualify  as  a 
REMIC. 

The  conferees  intend  that  the  right  to  re- 
ceive payment  from  the  REMIC  for  goods 
or  services  rendered  in  the  ordinary  oper- 
ation of  the  REMIC  would  not  be  consid- 
ered to  be  an  interest  in  the  REMIC  for 
these  purposes. 
Inadvertent  terminations 
The  conference  agreement  provides  regu- 
latory authority  to  the  Treasury  Depart- 
ment to  issue  regulations  that  address  situa- 
tions where  failure  to  meet  one  or  more  of 
the  requirements  for  REMIC  status  occurs 
Inadvertently,  and  disqualification  of  the 
REMIC  would  occur  al)sent  regulatory 
relief.  The  conferees  anticipate  that  the  reg- 
ulations would  provide  relief  only  where  the 
failure  to  meet  any  of  the  requirements  oc- 
curred inadvertently  and  in  good  faith.  The 
conferees  also  intend  that  the  relief  may  be 
accompanied  by  appropriate  sanctions,  such 
as  the  imposition  of  a  corporate  tax  on  all 
or  a  portion  of  the  REMICs  income  for  the 
period  of  time  in  which  the  requirements 
are  not  met. 
Transfers  of  property  to  the  REMIC 

Under  the  conference  agreement,  no  gain 
or  loss  is  recognized  to  the  transferor  upon 
the  transfer  of  property  to  a  REMIC  in  ex- 
change for  regular  or  residual  interests  in 


'  The  status  of  an  interest  as  a  regular  interest  In 
this  case  does  not  depend  on  whether  the  subordi- 
nated regular  interest  is  sold  or  retained. 
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the  REAIIC.  Upon  such  a  transfer,  the  ad- 
Justed  bases  of  the  regular  or  residual  inter- 
ests received  in  the  transaction  are  to  be 
equal  in  the  aggregate  to  the  aggregate  of 
the  adjusted  bases  of  the  property  trans- 
ferred. The  aggregate  basis  of  the  interests 
received  is  allocated  among  the  regular  or 
residual  interests  received  in  proportion  to 
their  fair  market  values.*  The  basis  of  any 
property  received  by  a  REMIC  in  exchange 
for  regular  or  residual  interests  in  the 
REMIC  is  equal  to  the  fair  market  value  of 
the  property  at  the  time  of  transfer  (or  ear- 
lier time  provided  by  regulations).* 

In  the  case  of  a  REMIC  that  is  not  formed 
as  a  separate  entity,  but  rather  as  a  segre- 
gated pool  of  assets,  the  conferees  intend 
that  the  transfer  is  deemed  to  occur  and  the 
REMIC  is  deemed  to  be  formed  only  upon 
the  issuance  of  regular  and  residual  inter- 
ests therein. 
Federal  income  tax  treatment  of  the  REMIC 

Paaa-through  status 

In  general,  the  conference  agreement  pro- 
vides that  a  REMIC  is  not  a  taxable  entity 
for  Federal  income  tax  purposes.  The 
income  of  the  REMIC  generally  is  taken 
into  account  by  holders  of  regular  and  resid- 
ual interests  in  the  REMIC  as  described 
below.  Nevertheless,  the  REMIC  is  subject 
to  tax  on  prohibited  transactions,  and  may 
be  required  to  withhold  on  amounts  paid  to 
foreign  holders  of  regular  or  residual  inter- 
ests. 

The  pass-through  status  of  the  REMIC 
provided  by  the  conference  agreement  ap- 
plies regardless  of  whether  the  REMIC  oth- 
erwise would  be  treated  as  a  corporation, 
partnership,  tnist.  or  any  other  entity.  The 
conferees  intend  that  where  the  require- 
ments for  REMIC  status  are  met.  that  the 
exclusive  set  of  rules  for  the  treatment  of 
all  transactions  relating  to  the  REMIC  and 
of  holders  of  interests  therein  are  to  l>e 
those  set  forth  in  the  provisions  of  the  con- 
ference agreement.  Thus,  for  example,  in 
the  case  of  a  REMIC  that  would  be  treated 
as  a  partnership  if  it  were  not  otherwise  a 
REMIC,  the  provisions  of  subchapter  K  of 
the  Code  would  not  be  applicable  to  any 
transactions  involving  the  REMIC  or  any  of 
the  holders  of  regular  or  residual  inter- 
ests." 

Prohibited  transttctions 

Under  the  conference  agreement,  a 
REMIC  is  required  to  pay  a  tax  equal  to  100 
percent  of  the  REMIC's  net  income  from 
prohibited  transactions.  For  this  purpose, 
net  income  from  prohibited  transactions  is 
computed  without  talcing  into  account  any 


•The  conferees  Intend  that  a  holder  of  a  mort- 
face  should  not  be  pennitted  to  recognize  loss 
where  mortgages  are  indirectly  transferred  to  a 
RE3(IC.  Thus,  the  conferees  intend  that  no  gain  or 
loas  would  be  recognized,  for  example,  if  pursuant 
to  a  plan,  mortgages  ar*  sold  by  one  taxpayer  to  an- 
other, and  the  buyer  transfers  the  purchased  mort- 
gages to  a  REMIC  in  which  interests  are  purchased 
by  the  initial  seller  of  the  mortgages. 

•  The  conferees  intend  that  the  regulations  may 
provide  that  the  t>asis  of  qualified  mortgages  held 
by  the  REMIC  in  certain  circimistances  may  be  de- 
termined iMsed  on  the  fair  market  value  of  such 
mortgages  at  a  reasonable  time  prior  to  transfer  to 
the  REMIC  where  such  mortgages  were  purchased 
by  the  transferor  solely  for  the  purpose  of  transfer 
to  the  REMIC. 

'°  For  purposes  of  subtitle  F  of  the  Code  (relating 
to  certain  administrative  matters)  the  REMIC  is 
treated  as  a  partnership  in  which  residual  interests 
•re  the  partnership  interests,  however.  The  confer- 
ees intend  that  the  Initial  election  of  REMIC  status 
is  to  be  made  on  the  first  partnership  information 
return  that  the  REMIC  Is  required  to  file. 


losses  from  prohibited  transactions  or  any 
deductions  relating  to  prohibited  transac- 
tions that  result  in  a  loss.  Prohibited  trans- 
actions for  the  REMIC  include  the  disposi- 
tion of  any  qualified  mortgage  other  than 
pursuant  to  (1)  the  substitution  of  a  quali- 
fied replacement  mortgage  for  a  defective 
qualified  mortgage.  (2)  the  bankruptcy  or 
Insolvency  of  the  REMIC.  (3)  a  disposition 
incident  to  the  foreclosure,  default,  or  immi- 
nent default  of  the  mortgage,  or  (4)  a  quali- 
fied liquidation  (described  below).  In  addi- 
tion, the  disposition  of  a  qualified  mortgage 
is  not  a  prohibited  transaction  if  such  dispo- 
sition is  required  to  prevent  default  on  a 
regular  interest  where  such  default  on  the 
regular  interest  is  threatened  on  account  of 
a  default  on  one  or  more  qualified  mort- 
gages. Other  prohibited  transactions  include 
the  disposition  of  any  cash  flow  investment 
other  than  pursuant  to  a  qualified  liquida- 
tion, the  receipt  of  any  income  from  assets 
other  than  assets  permitted  to  be  held  by 
the  REMIC.  and  the  receipt  of  any  compen- 
sation for  services." 
Taxation  of  the  holders  of  regular  interests 

In  general 

Under  the  conference  agreement,  holders 
of  regular  interests  generally  are  taxed  as  if 
their  regular  interest  were  a  debt  instru- 
ment to  which  the  rules  of  taxation  general- 
ly applicable  to  debt  instruments  apply, 
except  that  the  holder  of  a  regular  interest 
is  required  to  account  for  income  relating  to 
such  interest  on  the  accrual  method  of  ac- 
counting regardless  of  the  method  of  ac- 
counting otherwise  used  by  the  holder.'*  In 
the  case  of  regular  interests  that  are  not 
debt  instnunents,  the  amount  of  the  fixed 
unconditional  payment  is  treated  as  the 
stated  principal  amount  of  the  instrument, 
and  the  periodic  payments  (i.e..  the 
amounts  that  are  based  on  the  amount  of 
the  fixed  unconditional  payment),  if  any, 
are  treated  as  stated  interest  payments.  In 
other  words,  generally  consistent  with  the 
pass-through  nature  of  the  REMIC.  the 
holders  of  regular  interests  generally  take 
into  account  that  portion  of  the  REMIC's 
income  that  would  be  taken  into  account  by 
an  accrual  method  holder  of  a  debt  instru- 
ment with  terms  equivalent  to  the  terms  of 
the  regular  interest. ' ' 

The  conferees  intend  that  regular  inter- 
ests are  to  be  treated  as  if  they  were  debt  in- 
struments for  all  other  purposes  of  the  In- 
ternal Revenue  Code.  Thus,  for  example, 
regular  interests  would  be  treated  as  market 
discount  bonds,  where  the  revised  issue 
price  (within  the  meaning  of  section  1278) 
of  the  regular  interest  exceeds  the  holder's 
basis  in  the  interest.  Moreover,  the  confer- 
ees intend  that  the  REMIC  is  subject  to  the 
reporting  requirements  of  section  1275  with 
respect  to  the  regular  interests.  In  addition, 
the  conferees  intend  that  regular  interests 
are  to  be  treated  as  evidences  of  indebted- 
ness under  section  S82(c)(l).  so  that  gain  or 
loss  from  the  sale  or  exchange  of  regular  in- 
terests by  certain  financial  institutions 
would  not  be  treated  as  gain  or  loss  from 


' '  The  conferees  intend  that  payment  by  the  obli- 
gor on  a  debt  instrument  is  not  to  be  cor\sidered  to 
be  a  disposition  of  such  debt  instrument  for  these 
purposes. 

"The  conferees  intend  that  periodic  payments  of 
interest  (or  similar  amounts)  are  to  be  treated  as 
accruing  pro  rata  between  the  dates  that  such  in- 
terest (or  similar  amounts)  is  paid. 

"  In  the  event  that  the  amount  so  determined  ex- 
ceeds the  income  of  the  REMIC.  however,  there  is 
no  diminution  of  the  required  inclusions  for  such 
holders. 


the  sale  or  exchange  of  a  capital  asset.  In 
addition,  any  market  premium  on  a  regular 
interest  could  be  amortized  currently  under 
section  171. 

The  issue  price  of  regular  interests  in  the 
REMIC  are  determined  under  the  rules  of 
section  1273(b).  In  the  case  of  regular  inter- 
ests issued  in  exchange  for  property,  howev- 
er, the  issue  price  of  the  regular  interest  is 
equal  to  the  fair  market  value  of  the  proper- 
ty,'* regardless  of  whether  the  require- 
ments of  section  1273(b)(3)  are  met.  A  hold- 
er's basis  in  the  regular  interest  generally  is 
equal  to  the  holder's  cost  therefor,  but  in 
the  case  of  holders  who  received  their  inter- 
ests in  exchange  for  property,  then  as  dis- 
cussed above,  the  holder's  basis  is  equal  to 
the  basis  of  the  property  exchanged  for  the 
REMIC  interest.  Where  property  is  trans- 
ferred in  exchange  for  more  than  one  class 
of  regular  or  residual  interest,  the  basis  of 
the  property  transferred  is  allocated  in  pro- 
portion to  the  fair  market  value  of  the  in- 
terests received. 

Regular  interests  received  in  exchange  for 
property 

Under  the  conference  agreement,  where 
an  exchange  of  property  for  regular  inter- 
ests in  a  REMIC  has  taken  place,  any  excess 
of  the  issue  price  of  the  regular  interest 
over  the  basis  of  the  interest  in  the  hands  of 
the  transferor  immediately  after  the  trans- 
fer is.  for  periods  during  which  such  interest 
is  held  by  the  transferor  (or  any  other 
person  whose  basis  is  determined  in  whole 
or  in  part  by  reference  to  the  basis  of  such 
interest  in  the  hands  of  the  transferor),  in- 
cludible currently  in  the  gross  income  of  the 
holder  imder  rules  similar  to  the  rules  of 
section  1276(b)  (i.e..  the  holder  of  such  an 
interest  is  treated  like  the  holder  of  a 
market  discount  bond  for  which  an  election 
under  section  1278(b)  is  in  effect).  Converse- 
ly, the  excess  of  the  basis  of  the  regular  in- 
terest in  the  hands  of  the  transferor  imme- 
diately after  the  transfer  over  the  issue 
price  of  the  interest  is  treated  for  such  hold- 
ers as  market  premiimi  that  is  allowable  as 
a  deduction  under  rules  similar  to  the  rules 
of  section  171. 

Disposition  of  regular  interests 

The  conference  agreement  treats  gain  on 
the  disposition  of  a  regular  interest  as  ordi- 
nary income  to  the  extent  of  a  portion  of 
unaccrued  OID  with  respect  to  the  interest. 
Such  portion  generally  is  the  amount  of  un- 
accrued OID  equal  to  the  excess,  if  any,  of 
the  amount  that  would  have  been  includible 
in  the  gross  income  of  the  taxpayer  with  re- 
spect to  such  interest  if  the  yield  on  such  in- 
terest were  110  percent  of  the  applicable 
Federal  rate  (as  defined  in  sec.  1274(d)  with- 
out regard  to  paragraph  (2)  thereof)  deter- 
mined as  of  the  time  that  the  interest  is  ac- 
quired by  the  taxpayer,  over  the  total 
amount  of  ordinary  income  includible  by 
the  taxpayer  with  respect  to  such  regular 
interest  prior  to  disposition.  In  selecting  the 
applicable  Federal  rate,  the  conferees 
intend  that  the  same  prepayment  assimip- 
tions  that  are  used  in  calculating  OID  are  to 
be  used  in  determining  the  maturity  of  the 
regular  interest. 

Taxation  of  the  holders  of  residual  interests 

In  general 

In  general,  the  conference  agreement  pro- 
vides that  at  the  end  of  each  calendar  quar- 
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■*  For  this  purpose,  the  conferees  intend  that  the 
fair  market  value  of  the  property  is  to  be  deter- 
mined by  reference  to  the  fair  market  value  of  the 
regular  interests  received  in  exchange. 
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ter,  the  holder  of  a  residual  interest  in  a 
REMIC  takes  into  account  his  daily  portion 
of  the  taxable  income  or  net  loss  of  the 
REMIC  for  each  day  during  the  holder's 
taxable  year  in  which  such  holder  held  such 
interest.  The  amount  so  taken  into  account 
is  treated  as  ordinary  income  or  loss.  The 
daily  portion  for  this  purpose  is  determined 
by  allocating  to  each  day  in  any  calendar 
quarter  a  ratable  portion  of  the  taxable 
income  or  net  loss  of  the  REMIC  for  such 
quarter,  and  by  allocating  the  amounts  so 
allocated  to  any  day  among  the  holders  (on 
such  day)  of  residual  interests  in  proportion 
to  their  respective  holdings  on  such  day. 

For  example,  a  REMIC's  taxable  income 
for  a  calendar  quarter  (determined  as  de- 
scribed below)  is  $1,000.  There  are  two  hold- 
ers of  residual  interests  in  the  REMIC.  One 
holder  of  60  percent  of  the  residual  holds 
such  interest  for  the  entire  calendar  quar- 
ter. Another  holder  has  a  40  percent  inter- 
est, and  transfers  the  interest  after  exactly 
one  half  of  the  calendar  quarter  to  another 
taxpayer.  As  of  the  end  of  the  calendar 
quarter,  the  holder  of  the  sixty  percent  in- 
terest would  be  treated  as  receiving  $600 
ratably  over  the  quarter.  Each  holder  of  the 
40  percent  interest  would  be  treated  as  re- 
ceiving $200  ratably  over  the  portion  of  the 
quarter  in  which  the  interest  was  held. 

Distributions  from  the  REMIC  are  not  in- 
cluded in  the  gross  Income  of  the  residual 
holder  to  the  extent  that  such  distributions 
do  not  exceed  the  adjusted  basis  of  the  in- 
terest. To  the  extent  that  distributions 
exceed  the  adjusted  basis  of  the  interest, 
the  excess  is  treated  as  gain  from  the  sale  of 
the  residual  interest.  Residual  interests  are 
treated  as  evidences  of  indebtedness  for  pur- 
poses of  section  582(c). 

The  amount  of  any  net  loss  of  the  REMIC 
that  may  be  taken  into  account  by  the 
holder  of  a  residual  interest  is  limited  to  the 
adjusted  basis  of  the  interest  as  of  the  close 
of  the  quarter  (or  time  of  disposition  of  the 
interest  if  earlier),  determined  without 
taking  into  account  the  net  loss  for  the 
quarter.  Any  loss  that  is  disallowed  on  ac- 
count of  this  limitation  may  be  carried  over 
indefinitely  by  the  holder  of  the  interest  for 
whom  such  loss  was  disallowed  and  may  be 
used  by  such  holder  only  to  offset  any 
income  generated  by  the  same  REMIC. 

Except  for  adjustments  arising  from  the 
nonrecognition  of  gain  or  loss  on  the  trans- 
fer of  mortgages  to  the  REMIC  (discussed 
below),  the  holders  of  residual  interests  take 
no  amounts  into  account  other  than  those 
allocated  from  the  REMIC." 
Determination  of  REMIC  taxable  income 

or  net  loss 
In  general,  under  the  conference  agree- 
ment, the  taxable  income  or  net  loss  of  the 
REMIC  for  purposes  of  determining  the 
amounts  taken  into  account  by  holders  of 
residual  interests,  is  determined  in  the  same 
manner  as  for  an  individual  having  the  cal- 
endar year  as  his  taxable  year  and  using  the 
accrual  method  of  atccounting,  with  certain 
modifications.  The  first  modification  is  that 


a  deduction  is  allowed  with  respect  to  those 
amounts  that  would  be  deductible  as  inter- 
est if  the  regular  interests  in  the  REMIC 
were  treated  as  indebtedness  of  the  REMIC. 
Second,  in  computing  the  gross  Income  of 
the  REMIC,  market  discount  with  respect 
to  any  market  discount  bond  (within  the 
meaning  of  sec.  1278)  held  by  the  REMIC  is 
includible  for  the  year  in  which  such  dis- 
count accrues,  as  determined  under  the 
rules  of  section  1276(b)(2),  and  sections 
1276(a)  and  1277  do  not  apply.  Third,  no 
item  of  income,  gain,  loss,  or  deduction  allo- 
cable to  a  prohibited  transaction  is  taken 
into  account.  Fourth,  deductions  under  sec- 
tion 703(a)(2)  (other  than  deductions  allow- 
able under  section  212)  are  not  allowed.'* 

If  a  REMIC  distributes  property  with  re- 
spect to  any  regular  or  residual  interest,  the 
REMIC  recognizes  gain  in  the  same  manner 
as  if  the  REMIC  had  sold  the  property  to 
such  distributee  at  iU  fair  market  value. 
The  conferees  intend  that  the  distribution 
is  to  be  treated  as  an  actual  sale  by  the 
REMIC  for  purposes  of  applying  the  pro- 
hibited transaction  rules  and  the  rules  relat- 
ing to  qualified  reserve  funds.  The  basis  of 
the  distributed  property  in  the  hands  of  the 
distributee  is  then  the  fair  market  value  of 
the  property. 
Adjusted  basis  of  residual  interests 
Under  the  conference  agreement,  a  hold- 
er's basis  in  a  residual  interest  in  a  REMIC 
is  increased  by  the  amount  of  the  taxable 
income  of  the  REMIC  that  is  taken  into  ac- 
count by  the  holder.  The  basis  of  such  an 
interest  is  decreased  (but  not  below  zero)  by 
the  amount  of  any  distributions  received 
from  the  REMIC  and  by  the  amount  of  any 
net  loss  of  the  REMIC  that  is  taken  into  ac- 
count by  the  holder.  In  the  case  of  a  holder 
who  disposes  of  a  residual  interest,  the  basis 
adjustment  on  account  of  the  holder's  daily 
portions  of  the  REMIC's  taxable  income  or 
net  loss  is  deemed  to  occur  immediately 
before  the  disposition. 
Special  treatment  of  o  portion  of  residual 

income 
Under  the  conference  agreement,  a  por- 
tion of  the  net  income  of  the  REMIC  taken 
into  account  by  the  holders  of  the  residual 
interests  may  not  be  offset  by  any  net  oper- 
ating losses  of  the  holder.  The  conference 
agreement  provides  a  special  exception  from 
this  rule  in  the  case  of  certain  thrift  institu- 
tions, on  account  of  the  difficulties  current- 
ly being  experienced  by  such  industry. 

In  addition,  the  conference  agreement 
provides  that  the  same  portion  of  the  net 
income  of  the  REMIC  that  may  not  be 
offset  by  net  operating  losses,  is  treated  as 
uru-elated  business  income  for  any  organiza- 
tion subject  to  the  unrelated  business 
income  tax  under  section  511,  and  is  not  eli- 
gible for  any  reduction  in  the  rate  of  with- 
holding tax  (by  treaty  or  otherwise)  in  the 
case  of  a  nonresident  alien  holder. 

The  portion  of  the  income  of  the  residual 
holder  that  is  subject  to  these  rules  is  the 
excess.  If  any,  of  the  amount  of  the  net 


'•The  conferees  understand  that  the  taxable 
income  allocated  to  holders  of  residual  Interests  In 
a  REMIC  who  purchased  such  interests  from  a 
prior  holder  after  a  significant  change  in  value  of 
the  interest,  could  be  substantially  accelerated  or 
deferred  on  account  of  any  premium  or  discount  in 
the  price  paid  by  such  purchaser.  Accordingly,  the 
conferees  recognize  that  certain  modifications  of 
the  rules  governing  taxation  of  holders  of  residual 
Interests  may  be  appropriate  where  the  method  of 
taxation  of  holders  of  residual  Interests  prescribed 
by  the  conference  agreement  has  such  conse- 
quences. 


'•  The  conferees  intend  that  no  gain  or  loss  is  rec- 
ognized to  the  REMIC  on  the  exchange  of  regular 
or  residual  interests  in  the  REMIC  for  property.  In 
addition,  the  conferees  understand  that  the  treat- 
ment of  deductions  allowable  under  section  212  will 
be  addressed  in  Treasury  regulations.  In  this 
regard,  the  conferees  intend  tiiat  such  deductions 
would  be  allocated  to  all  holders  of  interests  in 
REMICs  that  are  similar  to  single-class  grantor 
trusts  under  present  law.  However,  the  conferees 
intend  that  such  deductions  would  be  allocated  to 
the  holders  of  the  residual  Interests  in  the  case  of 
other  REMICs. 


income  of  the  REMIC  that  the  holder  takes 
into  account  for  any  calendar  quarter,  over 
the  sum  of  the  daily  accruals  with  respect  to 
such  interest  while  held  by  such  holder. 
The  daily  accrual  for  any  residual  interest 
for  any  day  in  any  calendar  quarter  is  deter- 
mined by  allocating  to  each  day  Ui  such  cal- 
endar quarter  a  ratable  portion  of  the  prod- 
uct of  the  adjusted  issue  price  of  the  residu- 
al interest  at  the  beginning  of  such  accrual 
period,  and  120  percent  of  the  long-term 
Federal  rate.  The  long-term  Federal  rate 
used  for  this  purpose  is  the  Federal  long- 
term  rate  that  would  have  applied  to  the  re- 
sidual interest  under  section  1274(d)  (with- 
out regard  to  section  1274(d)(2))  if  it  were  a 
debt  instrument,  determined  at  the  time 
that  the  residual  interest  is  issued.  The  rate 
is  adjusted  appropriately  in  order  to  be  ap- 
plied on  the  basis  of  compounding  at  the 
end  of  each  quarter. 

For  this  purpose,  (and  for  purposes  of  the 
treatment  of  gain  or  loss  that  is  not  recog- 
nized upon  the  transfer  of  property  to  a 
REMIC  in  exchange  for  a  residual  interest, 
as  discussed  below),  the  residual  interest  is 
treated  as  having  an  issue  price  that  is  equal 
to  the  amount  of  money  paid  for  the  inter- 
est at  the  time  it  is  issued,  or  in  the  case  of  a 
residual  interest  that  is  issued  in  exchange  ' 
for  property,  the  fair  market  value  of  the 
interest  at  the  time  it  is  issued.  The  adjust- 
ed issue  price  of  the  residual  interest  is 
equal  to  the  issue  price  of  the  interest  in- 
creased by  the  amount  of  daily  accruals  for 
prior  calendar  quarters,  and  decreased  (but 
not  below  zero)  by  the  amount  of  any  distri- 
butions with  respect  to  the  residual  interest 
prior  to  the  end  of  the  calendar  quarter. 

In  addition,  the  conference  agreement 
provides  that  under  regulations,  if  a  REIT 
owns  a  residual  interest  in  a  REMIC,  a  por- 
tion of  dividends  paid  by  the  REIT  would  be 
treated  as  excess  inclusions  for  REIT  share- 
holders. Thus,  such  income  could  not  be 
offset  by  net  operating  losses,  would  consti- 
tute unr«lated  business  taxable  income  for 
tax-exempt  holders,  and  would  not  be  eligi- 
ble for  and  reduction  in  the  rate  of  with- 
holding tax  in  the  case  of  a  nonresident 
alien  holder. 

The  conference  agreement  provides  that 
to  the  extent  provided  in  regulations,  in  the 
case  of  a  residual  interest  that  has  does  not 
have  significant  value,  the  entire  amount  of 
income  that  is  taken  into  account  by  the 
holder  of  the  residual  interest  is  treated  as 
unrelated  business  Income  and  is  subject  to 
withholding  at  the  statutory  rate.  In  addi- 
tion, in  the  case  of  such  a  residual,  income 
allocated  to  the  holder  thereof  may  not  be 
offset  by  any  net  operating  losses,  regard- 
less of  who  holds  the  interest.  The  confer- 
ees intend  that  the  regulations  would  take 
into  account  the  value  of  the  residual  inter- 
est in  relation  to  the  regular  interests,  and 
that  the  regulations  would  not  apply  in 
cases  where  the  value  of  the  residual  inter- 
est is  at  least  two  percent  of  the  combined 
value  of  the  regular  and  residual  interests." 
The  conference  agreement  provides  that 
the  partnership  information  return  filed  by 
the  REMIC  is  to  supply  information  relat- 
ing to  the  daily  accruals  of  the  REMIC. 
Treatment  of  foreign  residual  holders 
The  conference  agreement  provides  that 
in  the  case  of  a  holder  of  a  residual  interest 
of  a  REMIC  who  is  a  nonresident  alien  indi- 
vidual or  foreign  corporation,  then  for  pur- 


"The  conferees  Intend  that  these  regulations 
may  apply  In  appropriate  cases  to  residual  interests 
issued  before  regulations  are  issued. 
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poses  of  sections  871(a).  881.  1441.  and  1442. 
amounts  includible  in  the  gross  income  of 
such  holder  with  respect  to  the  residual  in- 
terest are  taken  into  account  only  when 
paid  or  otherwise  distributed  (or  when  the 
interest  is  disposed  of).'*  The  conference 
agreement  also  provides  that  under  regula- 
tions, the  amounts  includible  may  be  taken 
into  account  earlier  than  otherwise  provided 
where  necessary  to  prevent  avoidance  of 
tax.  The  conferees  intend  that  this  regula- 
tory authority  may  be  exercised  where  the 
residual  interest  in  the  REMIC  does  not 
have  significant  value  (as  described  above). 
Residual  interests  received  in  exchange  for 
property 

In  the  case  of  a  residual  interest  that  is  re- 
ceived in  exchange  for  property,  any  excess 
of  the  issue  price  of  the  residual  interest 
over  the  basis  of  the  interest  in  the  hands  of 
the  transferor  of  the  property  immediately 
after  the  transfer,  is  amortized  and  is  in- 
cluded in  the  residual  holder's  income  on  a 
straight  line  basis  over  the  expected  life  of 
the  REMIC.  Similarly,  any  excess  of  the 
transferor's  basis  in  the  residual  interest 
over  the  issue  price  of  the  interest  is  deduct- 
ible by  the  holder  of  the  interest  on  a 
straight  line  basis  over  the  expected  life  of 
the  REMIC.  In  determining  the  expected 
life  of  the  REMIC  for  this  purpose,  the  con- 
ferees intend  that  the  assumptions  used  in 
calculating  original  issue  discount  and  any 
binding  agreement  regarding  liquidation  of 
the  REMIC  are  to  be  taken  into  account. 

Dispositions  of  residual  interests 

The  conference  agreement  provides  that, 
except  as  provided  in  regulations,  the  wash 
sale  rules  of  section  1091  apply  to  disposi- 
tions of  residual  interests  in  a  REMIC 
where  the  seller  of  the  interest,  during  the 
period  beginning  six  months  before  the  sale 
or  disposition  of  the  residual  interest  and 
ending  six  months  after  such  sale  or  disposi- 
tion, acquires  (or  enters  into  any  other 
transaction  that  results  in  the  application 
of  section  1091 )  any  residual  interest  in  any 
REMIC  or  any  interest  in  a  'taxable  mort- 
gage pool "  (discussed  below)  that  is  compa- 
rable to  a  residual  interest. 
LiQuidation  of  the  HEMIC 

Under  the  conference  agreement,  if  a 
REMIC  adopts  a  plan  of  complete  liquida- 
tion, and  sells  all  of  its  assets  (other  than 
cash)  within  the  90-day  period  beginning  on 
the  date  of  the  adoption  of  the  plan  of  liqui- 
dation, then  the  REMIC  recognizes  no  gain 
or  loss  on  the  sale  of  its  assets,  provided 
that  the  REMIC  distributes  in  liquidation 
all  of  the  sale  proceeds  plus  its  cash  (other 
than  amounts  retained  to  meet  claims)  to 
holders  of  regular  and  residual  interests 
within  the  90-day  period. 
Other  provisions 

Compliance  provisions 

The  application  of  the  OID  rules  contem- 
plated by  the  conference  agreement  re- 
quires calculations  that  are  based  on  infor- 
mation that  would  not  necessarily  be  known 
by  any  holder,  and  is  more  readily  available 
to  the  issuer  than  any  other  person.  Accord- 
ingly, the  conference  agreement  requires 
broader  reporting  of  interest  payments  and 
OID  accrual  by  the  REMIC.  or  any  issuer  of 
debt  that  is  subject  to  the  OID  rules  of  the 
conference  agreement.  The  conference 
agreement  specifies  that  the  amounts  in- 


cludible in  gross  income  of  the  holder  of  a 
regular  interest  in  a  REMIC  are  treated  as 
interest  for  purposes  of  the  reporting  re- 
quirements of  the  Code  (sec.  6049).  and  that 
the  REIMIC  or  similar  issuer  is  required  to 
report  interest  and  OID  to  a  broader  group 
of  holders  than  is  required  under  present 
law.  The  holders  to  whom  such  broader  re- 
porting is  required  include  corporations,  cer- 
tain dealers  in  commodities  or  securities, 
real  estate  investment  trusts,  common  trust 
funds,  and  certain  other  trusts.  In  addition 
to  reporting  interest  and  OID.  the  REMIC 
or  similar  issuer  is  required  to  report  suffi- 
cient information  to  allow  holders  to  com- 
pute the  accrual  of  any  market  discount  or 
amortization  of  any  premium  in  accordance 
with  provisions  of  the  conference  agree- 
ment." 

Treatment  of  REMIC  interests  for  certain 
financial  institutions  and  real  estate 
investment  trusts 

Under  the  conference  agreement,  regular 
and  residual  interests  are  treated  as  qualify- 
ing real  property  loans  for  purposes  of  sec- 
tion 593(d)(1)  and  section  7701(a)(19).  in  the 
same  proportion  that  the  assets  of  the 
REMIC  would  be  treated  as  qualifying  real 
property  loans.*"  In  the  case  of  residual  in- 
terests. t^le  conferees  intend  that  the 
amount  treated  as  a  qualifying  real  proper- 
ty loan  not  exceed  the  adjusted  basis  of  the 
residual  interest  in  the  hands  of  the  holder. 
Both  regular  and  residual  interests  are 
treated  as  real  estate  assets  under  section 
856(c)(6)  in  the  same  proportion  that  the 
assets  of  the  REMIC  would  be  treated  as 
real  estate  assets  for  purposes  of  determin- 
ing eligibility  for  real  estate  investment 
trust  status."  In  the  case  of  a  residual  in- 
terest, the  fair  market  value  of  the  residual 
interest,  and  not  the  fair  market  value  of  all 
of  the  REMIC's  assets,  is  used  in  applying 
the  asset  test  of  section  856(c)(5).  In  addi- 
tion, income  derived  from  the  holding  of  a 
regular  or  residual  interest  in  a  REMIC  is 
treated  as  interest  for  a  real  estate  invest- 
ment trust. 

Foreign  irithholding 

The  conferees  intend  that  for  purposes  of 
withholding  on  interest  paid  to  foreign  per- 
sons, regular  interests  in  REMICs  should  be 
considered  to  be  debt  instruments  that  are 
issued  after  July  18.  1984.  regardless  of  the 
time  that  any  debt  instruments  held  by  the 
REMIC  were  issued.  The  conferees  intend 
that  amounts  paid  to  foreign  persons  with 
respect  to  residual  interests  should  be  con- 
sidered to  be  interest  for  purposes  of  apply- 
ing the  withholding  rules. 

OID  rules 

The  conference  agreement  provides  rules 
relating  to  the  application  of  the  OID  rules 
to  debt  instruments  that,  as  is  generally  the 
case  with  regular  interests  in  a  REMIC. 
have  a  maturity  that  is  initially  fixed,  but 
that  is  accelerated  based  on  prepayments  on 
other  debt  obligations  securing  the  debt  in- 
strument (or.  to  the  extent  provided  in  reg- 
ulations, by  reason  of  other  events).  The 
OID  rules  provided  by  the  conference  agree- 


"The  conferees  intend  that  withholding  upon 
disposition  of  such  interests  is  to  be  similar  to  with- 
holding upon  disposition  of  debt  instruments  that 
have  original  issue  discount. 


"See  sec.  1803(a)(13)  of  the  conference  agree- 
ment. 

'">  If  95  percent  of  the  assets  of  the  REMIC  would 
be  treated  as  qualifying  real  property  loans  at  all 
times  during  a  calender  year  then  the  entire  regu- 
lar or  residual  interest  is  so  treated  for  the  calendar 
year. 

"  If  95  percent  of  the  assets  of  the  REMIC  would 
be  treated  as  real  estate  assets  at  all  times  during  a 
calendar  year,  then  the  entire  regular  or  residual  is 
so  treated  for  the  calendar  year. 


ment  also  apply  to  OID  on  qualified  mort- 
gages held  by  a  REMIC. 

In  general,  the  OID  rules  provided  by  the 
conference  agreement  require  OID  for  an 
accrual  period  to  be  calculated  and  included 
in  the  holder's  income  based  on  the  increase 
in  the  present  value  of  remaining  payments 
on  the  debt  instrument,  taking  into  account 
payments  includible  in  the  instrument's 
stated  redemption  price  at  maturity  re- 
ceived on  the  regular  interest  during  the 
period.  For  this  purpose,  the  present  value 
calculation  is  made  at  the  beginning  of  each 
accrual  period  ( 1 )  using  the  yield  to  maturi- 
ty determined  for  the  instrument  at  the 
time  of  its  issuance  (determined  on  the  basis 
of  compounding  at  the  close  of  each  accrual 
period  and  properly  adjusted  for  the  length 
of  the  accrual  period),  calculated  on  the  as- 
sumption that,  as  prescribed  by  regulations, 
certain  prepayments  will  occur,  and  (2) 
taking  into  account  any  prepayments  that 
have  occurred  before  the  close  of  the  accru- 
al period. 

The  conferees  intend  that  the  regulations 
will  provide  that  the  prepayment  assump- 
tion to  be  used  in  calculating  present  values 
as  of  the  close  of  each  accrual  period,  and  in 
computing  the  yield  to  maturity  used  in  the 
calculation  of  such  present  values,  will  be 
that  used  by  the  parties  in  pricing  the  par- 
ticular transaction.  The  conferees  intend 
that  such  prepayment  assumption  will  be 
determined  by  the  assumed  rate  of  prepay- 
ments on  qualified  mortgages  held  by  the 
REMIC  and  also  the  assumed  rate  of  earn- 
ings on  the  temporary  investment  of  pay- 
ments on  such  mortgages  insofar  as  such 
rate  of  earnings  would  affect  the  timing  of 
payments  on  regular  interests.** 

The  conferees  intend  that  the  regulations 
will  require  these  pricing  assumptions  to  be 
specified  in  the  first  partnership  return 
filed  by  the  REMIC.  In  addition,  the  confer- 
ees intend  that  appropriate  supporting  doc- 
imientation  relating  to  the  selection  of  the 
prepayment  assumption  must  be  supplied  to 
the  Internal  Revenue  Service  with  such 
return.  Further,  the  conferees  intend  that 
the  prepayment  assumptions  used  must  not 
be  unreasonable  based  on  comparable  trans- 
actions, if  comparable  transactions  exist.*' 

The  conferees  intend  that  unless  other- 
wise provided  by  regulations,  the  use  of  a 
prepayment  assumption  based  on  a  recog- 
nized industry  standard  would  be  p»ermitted. 
For  example,  the  conferees  understand  that 
prepayment  assumptions  based  on  a  Public 
Securities  Association  standard  currently  is 
such  an  industry  recognized  standard. 

The  conferees  intend  that  in  no  circimi- 
stances.  would  the  method  of  accruing  OID 
prescribed  by  the  conference  agreement 
allow  for  negative  amounts  of  OID  to  be  at- 


"  In  computing  the  accrual  of  OID  (or  nurket 
discount)  on  qualified  mortgages  held  by  the 
REMIC.  only  assumptions  about  the  rate  of  pre- 
payments on  such  mortgages  would  be  taken  into 
account. 

"  The  conferees  intend  that  in  the  case  of  public- 
ly offered  instruments,  a  prepayment  assumption 
will  be  treated  as  unreasonable  only  in  the  presence 
of  clear  and  conviiKing  evidence.  In  addition,  the 
conferees  intend  that  in  determining  whether  a 
prepayment  assumption  is  reasonable,  the  nature 
of  the  debt  instruments  on  which  prepayments  are 
being  assumed,  and  the  availability  of  information 
about  prepayments  thereon,  will  be  taken  into  ac- 
count. Thus,  for  example,  under  currently  prevail- 
ing conditions,  the  conferees  understand  that  there 
should  be  less  tolerance  in  the  evaluation  of  pre- 
payment assumptions  relating  to  pools  of  home 
mortgages  than  prepayment  assumptions  relating 
to  pools  of  commercial  mortgages. 
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tributed  to  any  accrual  period.  If  the  use  of 
the  present  value  computations  prescribed 
by  the  conference  agreement  produce  such 
a  result  for  an  accrual  period,  the  conferees 
intend  that  the  amount  of  OID  attributable 
to  such  accrual  period  would  be  treated  as 
zero,  and  the  computation  of  OID  for  the 
following  accrual  period  would  be  made  as  if 
such  following  accrual  period  and  the  pre- 
ceding accrual  period  were  a  single  accrual 
period. 
Regvlatory  authority 

The  conference  agreement  grants  the 
Treasury  Department  authority  to  prescribe 
such  regulations  as  are  necessary  or  appro- 
priate to  implement  the  provisions  relating 
to  REMICs.  The  conferees  expect  that, 
among  other  things,  regulations  will  be 
issued  to  prevent  unreasonable  accumula- 
tions of  assets  in  the  REMIC,  to  require  the 
REMIC  to  report  information  adequate  to 
allow  residual  holders  to  compute  taxable 
income  accurately  (including  reporting  more 
frequently  than  annually).  Further,  such 
regulations  may  require  reporting  of  OID 
accrual  more  frequently  than  otherwise  re; 
quired  by  the  conference  agreement. 
Treasury  study 

The  conferees  are  concerned  about  the 
impact  of  the  REMIC  provisions  upon  the 
thrift  industry.  Accordingly,  the  conferees 
request  that  the  Treasury  Department  con- 
duct a  study  of  the  effectiveness  of  the 
REMIC  provisions  in  enhancing  the  effi- 
ciency of  the  secondary  market  in  mort- 
gages, and  the  impact  of  these  provisions 
upon  thrift  institutions. 
Taxable  mortgage  pools 

The  conferees  intend  that  REMICs  are  to 
be  the  exclusive  means  of  issuing  multiple 
class  real  esUte  mortgage-backed  securities 
without  the  imposition  of  two  levels  of  tax- 
ation. Thus,  the  conference  agreement  pro- 
vides that  a  "taxable  mortgage  pool" 
( 'TMr")  is  treated  as  a  taxable  corporation 
that  is  not  an  includible  corporation  for 
purposes  of  filing  consolidated  returns. 

Under  the  conference  agreement,  a  TMP 
is  any  entity  other  than  a  REMIC  if  (1)  sub- 
stantially all  of  the  assets  of  the  entity  con- 
sist of  debt  obligations  (or  interests  in  debt 
obligations)  and  more  than  50  percent  of 
such  obligations  (or  interests)  consist  of  real 
estate  mortgages,  (2)  such  entity  is  the  obli- 
gor under  debt  obligations  with  two  or  more 
maturities,'*  and  (3)  under  the  terms  of 
such  debt  obligations  on  which  the  entity  is 
the  obligor,  payment  on  such  debt  obliga- 
tions bear  a  relationship  to  payments  on  the 
debt  obligations  (or  interests  therein)  held 
by  the  entity."  Typically,  the  relationship 
between  the  assets  of  the  entity  and  its  debt 
obligations  would  be  such  that  payments  on 
the  debt  obligations  must  be  made  within  a 
period  of  time  from  when  payments  on  the 
assets  are  received. 

Under  the  conference  agreement,  any  por- 
tion of  an  entity  that  meets  the  definition 
of  a  TMP  is  treated  as  a  TMP.  For  example, 
if  an  entity  segregates  mortgages  in  some 
fashion  and  issues  debt  obligations  in  two  or 


"  For  this  purpose,  the  conferees  intend  that 
debt  instruments  that  may  have  the  same  stated 
maturity  but  different  rights  relating  to  accelera- 
tion of  that  maturity,  are  to  be  treated  as  having 
different  maturities.  In  addition,  the  conference 
agreement  provides  that  to  the  extent  provided  in 
regulations,  equity  interests  of  varying  classes  that 
correspond  to  differing  maturity  classes  of  debt  are 
to  be  treated  as  debt  for  these  purposes. 

'» For  example,  certain  arrangements  that  are 
commonly  Imown  as  "Ownets'  Trusts"  would  be 
treated  as  TMPs  under  the  bill. 


more  maturities,  which  maturities  depend 
upon  the  timing  of  payments  on  the  mort- 
gages, then  the  mortgages  and  the  debt 
would  be  treated  as  a  TMP,  and  hence  as  a 
separate  corporation.  The  TMP  provisions 
are  intended  to  apply  to  any  arrangement 
under  which  mortgages  are  segregated  from 
a  debtor's  business  activities  (if  any)  for  the 
benefit  of  creditors  whose  loans  are  of  vary- 
ing maturities. 

The  conference  agreement  provides  that 
no  domestic  building  and  loan  association 
(or  portion  thereof)  is  to  be  treated  as  a 
TMP. 
Special  rule  for  REITs 
The  conferees  intend  that  an  entity  that 
otherwise  would  be  treated  as  a  TMP  may, 
if  it  otherwise  meets  applicable  require- 
ments, elect  to  be  treated  as  a  REIT.  If  so. 
the  conference  agreement  provides  that 
under  regulations,  a  portion  of  the  REIT's 
income  would  be  treated  in  the  same 
manner  as  income  subject  to  the  special 
rules  provided  for  a  portion  of  the  income  of 
a  the  income  interest  in  a  REMIC.  The  con- 
ferees intend  that  this  calculation  is  to  be 
made  as  if  the  equity  interests  in  the  REIT 
were  the  residual  interest  in  a  REMIC  and 
such  interests  were  issued  (i.e.,  the  issue 
price  of  interests  is  determined)  as  of  the 
time  that  the  REIT  becomes  a  TMP." 

The  conferees  intend  that  the  regulations 
would  provide  that  dividends  paid  to  the 
shareholders  of  a  REIT  would  be  subject  to 
the  same  rules  provided  for  a  portion  of  the 
income  of  holders  of  residual  interests  in  a 
REMIC.  Thus,  for  example,  the  conferees 
intend  that  the  regulations  would  provide 
that  to  the  extent  that  dividends  from  the 
REIT  exceed  the  daily  accruals  for  the 
REIT  (determined  in  the  same  manner  as  if 
the  REIT  were  a  REMIC)  such  dividends  (1) 
may  not  be  offset  by  net  operating  losses 
(except  those  of  certain  thrift  institutions), 
(2)  are  treated  as  unrelated  business  income 
for  certain  tax-exempt  institutions,  and  (3) 
are  not  eligible  for  any  reduction  in  the  rate 
of  withholding  when  paid  to  foreign  per- 
sons. The  conferees  also  intend  that  the  reg- 
ulations would  require  a  REIT  to  report 
such  amounts  to  its  shareholders." 
Effective  Date 
The  provisions  of  the  conference  agree- 
ment are  effective  with  respect  to  taxable 
years  beginning  after  December  31,  1986. 
The  amendments  made  by  the  conference 
agreement  to  the  OID  rules  apply  to  debt 
instruments  issued  after  December  31,  1986. 
The  provisions  relating  to  taxable  mortgage 
pools  do  not  apply  to  any  entity  in  existence 
on  December  31,  1991,  unless  there  is  a  sub- 
stantial transfer  of  cash  or  property  to  such 
entity  (other  than  in  payment  of  obligations 
held  by  the  entity)  after  such  date.  For  pur- 
poses of  applying  the  wash  sale  rules  provid- 
ed by  the  conference  agreement,  however, 
the  definition  of  a  TMP  is  applicable  to  any 
interest  in  any  entity  in  existence  on  or 
after  January  1.  1986. 

Q.  Regulated  Investment  Companies 

Present  Law 

A  regulated  investment  company  ( 'RIC") 

receives  a  deduction  for  dividends  paid  to 

shareholders  during  a  taxable  year  if,  for 


2»If  a  portion  of  a  REIT  is  treated  as  a  TMP. 
such  portion  may  qualify  as  a  REIT  subsidiary  (see 
sec.  662  of  the  Act). 

"  If  the  REIT  has  a  REIT  subsidiary  that  is  a 
TMP.  tnen  the  conferees  intend  that  the  portion  of 
the  REIT's  income  that  is  subject  to  the  special 
rules  is  determined  based  on  calculations  made  at 
the  level  of  the  REIT  subsidiary. 


the  Uxable  year,  at  least  90  percent  of  ite 
ordinary  income  is  derived  from  specified 
sources  commonly  considered  passive  invest- 
ment income,  if  it  distributes  at  least  90  per- 
cent of  its  ordinary  income  to  shareholders, 
if  less  than  30  percent  of  its  gross  income  is 
derived  from  sales  of  stock  or  securities  held 
for  less  than  three  months,-  and  if  it  also 
meets  certain  other  requirements  (sees.  851. 
852(a)). 

A  RIC  may  adopt  any  fiscal  year  as  its 
Uxable  year.  RICs  are  permitted  to  treat 
certain  dividends  paid  after  the  close  of  a 
taxable  year  as  paid  during  the  preceding 
taxable  year  (sec.  855(a)).  Shareholders  re- 
ceiving such  "spillover  dividends"  recognize 
income  attributable  to  such  dividends  in  the 
year  of  payment  (sec.  855(b)). 

A  RIC  that  has  long-term  capital  gain 
income  may  designate  a  dividend  as  a  cap- 
ital gain  dividend  in  a  notice  sent  to  share- 
holders within  45  days  after  the  end  of  its 
taxable  year  (sec.  852(b)(3)).  Shareholders 
treat  such  capital  gain  dividends  as  long- 
term  capital  gain  regardless  of  their  holding 
period  for  the  RIC  stock,  and  the  RIC  is  not 
required  to  pay  any  capital  gains  tax  on  the 
amount  so  designated. 

If  a  RIC.  organized  as  a  corporation,  has 
several  "series"  of  stock,  with  each  series  of 
stock  representing  an  interest  in  the  income 
and  assets  of  a  particular  fund,  the  RIC 
generally  is  treated  as  a  single  corpora- 
tion." If  the  RIC  is  organized  as  a  business 
trust,  it  is  unclear  whether  the  RIC  proper- 
ly is  treated  as  a  single  corporation  or 
whether  each  fund  properly  is  treated  as  a 
separate  corporation. 

In  the  case  of  certain  sununonses  served 
upon  'third  party  recordkeepers. "  certain 
notice  requirements  are  imposed  on  the  In- 
ternal Revenue  Service  (sec.  7609).  Third 
party  recordkeepers  generally  include  vari- 
ous types  of  financial  institutions,  and 
others  such  as  attorneys,  accountants,  and 
brokers,  but  do  not  include  RICs. 

House  BiU 

No  provision. 

Senate  Amendment 

Under  the  Senate  amendment,  RICs  are 
required  to  adopt  a  calendar  year  as  their 
taxable  year.  In  addition,  a  RIC  is  required 
to  pay  a  nondeductible  excise  tax  equal  to 
five  percent  of  the  amount  of  any  dividends 
paid  after  the  close  of  its  taxable  year  that 
are  treated  as  having  been  paid  in  the  pre- 
ceding taxable  year. 

The  Senate  amendment  clarifies  the  defi- 
nition of  "securities"  by  reference  to  the 
definition  of  securities  in  the  Investment 
Company  Act  of  1940.  In  addition,  permit- 
ted income  for  RICs  is  defined  to  include 
income  from  foreign  currencies,  and  options 
and  futures  contracte,  derived  with  respect 
to  the  RICs  business  of  investing.  The 
Senate  amendment  provides  regulatory  au- 
thority, however,  to  exclude  certain  gains 
from  investment  in  foreign  currency. 

The  Senate  amendment  also  provides 
that,  in  the  case  of  RICs  that  have  so-called 
series  funds,  each  fund  is  treated  as  a  sepa- 
rate corporation.  Tax-free  treatment  is  pro- 
vided for  the  deemed  formation  of  the  sepa- 
rate corporations  that  are  deemed  to  be 
formed  under  the  provision. 

The  Senate  amendment  extends  the  time 
for  filing  notices  for  capiUl  gain  dividends 
and  certain  other  purposes  from  45  to  60 


"  See  Union  Trusteed  Funds  v.  Commissioner,  8 
T.C.  1133  (1947).  acd.  1947-2  C.B.  4;  Rev.  Rul.  56- 
256.  1956-1  C.B  316. 
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days.  RICs  we  treated  as  third  party  record- 
keepers  under  the  Senate  amendment. 

The  provisions  of  the  Senate  amendment 
relating  to  the  adoption  of  a  calendar  year 
generally  are  effective  for  taxable  years  be- 
ginning after  December  31.  1986.  The  provi- 
sion of  the  Senate  amendment  relating  to 
treatment  of  a  RIC  as  a  third  party  record- 
keeper  is  effective  for  summonses  served 
after  the  date  of  enactment.  The  other  pro- 
visions of  the  Senate  amendment  are  effec- 
tive for  taxable  years  of  RICs  beginning 
after  the  date  of  enactment. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  the  fol- 
lowing modifications. 
Imposition  of  excise  tax 

In  general 

The  conference  agreement  does  not  re- 
quire all  RICs  to  adopt  a  calendar  year  as 
their  taxable  year  and  does  not  impose  an 
excise  tax  on  all  "spillover"  dividends.  In- 
stead, the  conference  agreement  imposes  for 
any  calendar  year,  a  nondeductible  excise 
tax  on  any  RIC  equal  to  four  percent  of  the 
excess,  if  any.  of  the  "required  distribution" 
for  the  calendar  year  ending  within  the  tax- 
able year  of  the  RIC.  over  the  "distributed 
amount"  for  such  calendar  year.  The  excise 
tax  imposed  for  any  calendar  year  is  to  be 
paid  not  later  than  March  15  of  the  succeed- 
ing calendar  year. 

For  these  purposes,  the  term  required  dis- 
tribution means,  with  respect  to  any  calen- 
dar year,  the  sum  of  (1)  97  percent  of  the 
RICs  "ordinary  income"  for  such  taxable 
year.  (2)  90  percent  of  the  RICs  capital  gain 
net  income  (within  the  meaning  of  sec. 
1222(9))  for  the  one  year  period  ending  on 
October  31  of  such  taxable  year  (as  if  the 
one  year  period  ending  on  October  31  were 
the  RICs  taxable  year)."  and  (3)  the 
excess,  if  any,  of  the  "grossed  up  required 
distribution"  for  the  preceding  calendar 
year  over  the  distributed  amount  for  such 
preceding  calendar  year.  For  this  purpose, 
the  term  grossed  up  required  distribution 
for  any  calendar  year  is  the  sum  of  the  tax- 
able income  of  the  RIC  for  the  calendar 
year  (determined  without  regard  to  the  de- 
duction for  dividends  paid)  and  all  amounts 
from  earlier  years  that  are  not  treated  as 
having  been  distributed  under  the  provision. 

The  RICs  ordinary  income  for  this  pur- 
pose means  its  investment  company  taxable 
income  (as  defined  in  sec.  852(b)(2))  deter- 
mined (1)  taking  into  account  the  net  cap- 
ital gain  of  the  RIC  and  without  taking  into 
account  the  dividends  paid  deduction.  (2)  by 
not  taking  into  account  any  gain  or  loss 
from  the  sale  of  any  capital  asset,  and  (3)  by 
treating  the  calendar  year  as  the  RICs  tax- 
able year. 

In  addition,  for  these  purposes,  the  term 
distributed  amount  means,  with  respect  to 
any  calendar  year,  the  sum  of  ( 1 )  the  deduc- 
tion for  dividends  paid  (within  the  meaning 
of  sec.  561)  during  such  calendar  year.  (2) 
amounts  on  which  the  RIC  is  required  to 
pay  corporate  tax.  and  (3)  the  excess  (if 
any)  of  the  distributed  amount  for  the  pre- 
ceding taxable  year  over  the  required  distri- 
bution for  such  preceding  taxable  year.  The 
amount  of  dividends  paid  for  these  purposes 
is  determined  without  regard  to  the  provi- 


sions of  section  855  and  without  regard  to 
any  exempt-interest  dividend  (as  defined  in 
sec.  852(b)(5)). 

Under  the  conference  agreement,  for  pur- 
poses of  applying  these  provisions,  any  defi- 
ciency dividend  (as  defined  in  sec.  860(f))  is 
taken  into  account  at  the  time  it  is  paid,  and 
any  income  giving  rise  to  the  adjustment  is 
treated  as  arising  at  the  time  the  dividend  is 
paid. 

Special  rule  for  certain  regulated  invest- 
ment companies 

The  conference  agreement  provides  that 
RICs  that  have  a  taxable  year  ending  on 
either  November  30.  or  December  31.  may 
make  an  irrevocable  election  to  use  their 
actual  taxable  year,  rather  than  a  year 
ending  on  October  31.  for  purposes  of  apply- 
ing the  distribution  requirement  rules  relat- 
ing to  capital  gains. 

Timing  of  inclusion  of  certain  dividends 

The  conference  agreement  provides  that 
any  dividend  declared  by  a  RIC  in  Decem- 
ber of  any  calendar  year  and  payable  to 
shareholders  of  record  as  of  a  specified  date 
in  such  month,  shall  be  deemed  to  have 
been  paid  by  the  RIC.  (including  for  pur- 
poses of  section  561).  and  to  have  been  re- 
ceived by  each  shareholder,  on  such  record 
date,  but  only  if  such  dividend  is  actually 
paid  by  the  RIC  before  February  1  of  the 
following  calendar  year.  This  provision  does 
not  apply  for  purposes  of  section  855(a). 
however.'" 

Earnings  and  profits 

Under  the  conference  agreement,  a  RIC  is 
treated  as  having  sufficient  earnings  and 
profits  to  treat  as  a  dividend  any  distribu- 
tion during  any  calendar  year  which  distri- 
bution is  treated  as  a  dividend  by  such  RIC. 
(other  than  a  redemption  to  which  section 
302(a)  applies),  but  only  to  the  extent  that 
the  amount  distributed  during  such  calen- 
dar year  does  not  exceed  the  required  distri- 
bution for  such  calendar  year.  The  purpose 
of  this  provision  is  to  prevent  a  RIC  from 
failing  to  meet  the  requirements  for  avoid- 
ing the  imposition  of  the  excise  tax  where 
losses  incurred  by  the  RIC  after  October  31. 
but  before  the  close  of  its  taxable  year,  oth- 
erwise would  prevent  the  RIC  from  having 
sufficient  earnings  and  profits  for  its  distri- 
butions to  be  treated  as  dividends. 

Treatment  of  certain  capital  losses 

For  purposes  of  determining  the  amount 
of  capital  gain  dividends  that  a  RIC  may 
distribute  for  a  taxable  year,  the  RICs  net 
capital  gain  for  the  taxable  year  is  deter- 
mined without  regard  to  any  net  capital  loss 
attributable  to  transactions  after  October 
31  of  such  year.  For  these  purposes,  any 
such  net  capital  loss  is  treated  as  arising  on 
the  first  day  of  the  next  taxable  year.  To 
the  extent  provided  in  regulations,  the  same 
rule  will  apply  for  purposes  of  determining 
the  RICs  taxable  income." 

Hedging  exception 

The  conferees  believe  that  the  require- 
ment that  a  RIC  derive  less  than  30  percent 
of  its  gross  income  from  the  sale  or  other 
disposition  of  stock  or  securities  held  for 


»•  The  conferees  understand  that  in  applying  this 
rule,  the  period  ending  October  31.  of  each  calendar 
year  would  l>e  treated  as  the  taxpayer's  taxable 
year  for  purposes  of  the  capital  loss  carryover  pro- 
visions and  (or  purposes  of  the  year-end  straddle 
and  mark-to-market  rules. 


»"■  Thus,  a  RIC  that  has  a  taxable  year  ending  on 
November  30.  may  treat  such  dividends  as  having 
been  paid  prior  to  December  under  section  8SS(a). 

"  The  conferees  intend  that  any  such  regulations 
would  prevent  avoidance  of  tax.  particularly  in  cir- 
cumstances where  a  RIC  takes  advantage  of  the 
rule  in  order  to  pay  return  of  capital  dividends  in 
the  following  taxable  year,  or  to  offset  the  tax  that 
would  be  Incurred  on  capital  gains  recognized  in  the 
following  year. 


less  than  three  months  is  an  appropriate  re- 
quirement to  ensure  that  a  RIC  is  a  passive 
entity  that  is  appropriately  granted  pass- 
through  status.  Nevertheless,  the  conferees 
recognize  that  this  requirement  may  not 
necessarily  reflect  accurately  the  extent  of 
the  active  business  activities  of  a  RIC  where 
the  RIC  engages  in  certain  hedging  transac- 
tions that  are  otherwise  consistent  with  the 
passive  nature  of  the  RIC.  The  conferees 
believe  that  in  general,  in  the  case  of  such 
hedging  transactions,  both  the  hedged  and 
the  hedging  positions  properly  are  consid- 
ered to  be  single  investment. 

Accordingly,  the  conference  agreement 
modifies  the  computation  of  gross  income  of 
a  RIC  for  purposes  of  the  requirement  of 
section  851(b)(3)  that  less  than  30  percent 
of  the  gross  income  of  the  RIC  is  derived 
from  the  sale  or  exchange  of  stock  or  securi- 
ties held  for  less  than  three  months.  Under 
the  conference  agreement,  for  purposes  of 
applying  this  test,  any  increase  in  value  on  a 
position  that  is  part  of  a  designated  hedge  is 
offset  by  any  decrease  in  value  (whether  or 
not  realized)  on  any  other  position  that  is 
part  of  such  hedge.  For  this  purpose,  in- 
creases and  decreases  in  value  are  taken  into 
account  only  to  the  extent  attributable  to 
increases  or  decreases  in  value  (as  the  case 
may  be)  during  the  period  of  the  hedge. 
This  rule  applies  for  purposes  of  calculating 
both  gains  from  the  sale  or  other  disposi- 
tion of  stock  or  securities  held  for  less  than 
three  months  and  also  the  gross  income  of 
the  RIC  for  purposes  of  section  851(b)(3). 

For  these  purposes,  there  is  a  designated 
hedge  where  the  taxpayer's  risk  of  loss  with 
respect  to  any  position  in  property  is  re- 
duced by  reason  of  (1)  the  taxpayer  having 
an  option  to  sell,  being  under  a  contractual 
obligation  to  sell,  or  having  made  (and  not 
closed)  a  short  sale  of  substantially  identical 
property,  (2)  the  taxpayer  being  the  grantor 
of  an  option  to  buy  substantially  identical 
property,  or  (3)  under  regulations  pre- 
scribed by  the  Secretary,  the  taxpayer  hold- 
ing one  or  more  other  positions.  The  confer- 
ees intend  that  a  qualified  covered  call 
(within  the  meaning  of  sec.  1092(c))  may  be 
treated  as  part  of  a  designated  hedge.  In  ad- 
dition, the  positions  that  are  part  of  the 
hedge  must  be  clearly  identified  by  the  tax- 
payer in  the  maimer  prescribed  by  regula- 
tions. 

Prior  to  the  issuance  of  such  regulations, 
the  conferees  intend  that  the  identification 
requirement  would  be  treated  as  having 
been  satisfied  with  identification  by  the 
close  of  the  day  on  which  the  hedge  is  es- 
tablished, either  (a)  by  the  placing  of  the 
positions  that  are  part  of  hedge  in  a  sepa- 
rate account  that  is  maintained  by  a  broker, 
futures  commission  merchant,  custodian  or 
similar  person,  and  that  is  designated  as  a 
hedging  account,  provided  that  such  person 
maintaining  such  account  makes  notations 
identifying  the  hedged  and  hedging  posi- 
tions and  the  date  on  which  the  hedge  is  es- 
tablished, or  (b)  by  the  designation  by  such 
a  broker,  merchant,  custcxlian  or  similar 
person,  of  such  positions  as  a  hedge  for  pur- 
poses of  these  provisions,  provided  that  the 
RIC  is  provided  with  a  written  confirmation 
stating  the  date  the  hedge  is  established 
and  identifying  the  hedged  and  hedging  po- 
sitions. 

Business  development  companies 

The  conference  agreement  provides  that  a 
business  development  company  registered 
under  the  Investment  Company  Act  of  1940, 
as  amended  (15  U.S.C.  80a-l  to  80b-2)  may 
qualify  as  a  RIC. 
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Prtfertnce  dividends 

The  conference  agreement  provides  that 
differences  in  the  rate  of  dividends  paid  to 
shareholders  are  not  treated  as  preferential 
dividends  (within  the  meaning  of  section 
562(c)),  where  the  differences  reflect  sav- 
ings in  administrative  costs  (but  not  differ- 
ences in  management  fees),  provided  that 
such  dividends  are  paid  by  a  RIC  to  share- 
holders who  have  made  initial  investments 
of  at  least  $10  million. 
Effective  date 

The  provisions  of  the  conference  agree- 
ment relating  to  the  imposition  of  the 
excise  tax  on  RICs  are  applicable  for  calen- 
dar years  beginning  after  December  31, 
1986.  Other  provisions  of  the  conference 
agreement  have  the  same  effective  date  as 
the  Senate  amendment. 

R.  Definition  of  Penonal  Holding  Company 
Income 
Present  Law 
Personal  holding  companies  are  subject  to 
a  50  percent  tax,  in  addition  to  the  corpo- 
rate income  tax,  on  personal  holding  compa- 
ny income  that  is  not  distributed  to  share- 
holders (sec.  541).  In  general,  a  personal 
holding  company  is  a  corporation  more  than 
50  percent  of  whose  stoclc  is  owned  by  not 
more  than  five  individuals,  and  at  least  60 
percent  of  whose  adjusted  ordinary  gross 
income  is  personal  holding  company  income 
(sec.  542). 

Personal  holding  company  income  in- 
cludes dividends,  interest,  royalties,  and  cer- 
tain other  types  of  income  (sec.  543).  No  ex- 
ceptions are  provided  for  royalties  or  inter- 
est received  in  connection  with  the  develop- 
ment of  computer  software,  the  develop- 
ment of  biomedical  products,  or  the  broker- 
ing or  dealing  in  securities. 

In  general,  certain  U.S.  shareholders  of  a 
foreign  personal  holding  company  are  treat- 
ed as  having  received  the  amount  of  the  for- 
eign personal  holding  company's  undistrib- 
uted foreign  personal  holding  company 
income  as  a  dividend  on  the  last  day  of  the 
corporation's  taxable  year  (sec.  551).  A  for- 
eign personal  holding  company  generally  is 
a  foreign  corporation  more  than  50  percent 
of  whose  stock  is  owned  by  not  more  than 
five  individuals  who  are  U.S.  citizens  or  resi- 
dents, and  at  least  60  percent  of  the  gross 
income  of  which  is  foreign  personal  holding 
company  income  (sec.  552).  Foreign  personal 
holding  company  income  includes  royalties 
(sec.  553). 

House  Bill 
The  House  bill  provides  an  exception  from 
the  definition  of  personal  holding  company 
income  for  computer  software  royalties  re- 
ceived by  corporations  that  are  engaged  in 
the  active  conduct  of  the  trade  or  business 
of  developing  or  manufacturing  computer 
software,  provided  that  four  conditions  are 
met.  First,  the  software  from  which  the  roy- 
alties are  derived  must  be  developed  or  man- 
ufactured by  the  corporation  (or  predeces- 
sor) in  connection  with  such  trade  or  busi- 
ness. Second,  the  software  royalties  meeting 
the  first  requirement  must  make  up  at  least 
50  percent  of  the  corporation's  ordinary 
-  gross  income  for  the  taxable  year.  Third, 
certain  expenses  Incurred  by  the  corpora- 
tion must  equal  or  exceed  25  percent  of  the 
corporation's  ordinary  gross  income  for  the 
taxable  year  (or  other  periods  in  certain 
cases).  And  fourth,  the  corporation  must 
distribute  most  of  its  personal  holding  com- 
pany income  (excluding  computer  software 
royalties  and  certain  interest  income). 

The  House  bill  also  provides  an  exception 
from   the   definition   of   personal   holding 


company  income  for  interest  on  securities 
held  in  the  inventory  of  a  dealer  in  securi- 
ties. In  addition,  under  the  House  bill,  a 
dealer  in  securities  may  deduct  interest  on 
certain  "offsetting  loans"  in  computing  its 
gross  interest  Income. 

The  provisions  of  the  House  bill  are  effec- 
tive for  royalties  and  interest  received  after 
December  31,  1985. 

Senate  Amendment 
The  Senate  amendment  generally  is  the 
same  as  the  House  bill  with  respect  to  com- 
puter software  royalties  with  two  modifica- 
tions. First,  to  qualify  for  the  exception,  a 
corporation  is  not  required  to  derive  at  least 
50  percent  of  its  ordinary  gross  income  from 
computer  software  royalties.  Second,  under 
the  Senate  amendment,  computer  software 
royalties  that  qualify  for  the  exception 
from  the  definition  of  personal  holding 
company  Income  also  qualify  for  an  excep- 
tion from  the  definition  of  foreign  personal 
holding  company  Income. 

The  Senate  amendment  also  provides  an 
exception  from  the  definition  of  personal 
holding  company  income  for  royalties  re- 
ceived on  account  of  biomedical  research 
products  of  a  specified  biomedical  research 
company  under  rules  similar  to  those  appli- 
cable to  computer  software  royalties.  In  ad- 
dition, the  Senate  amendment  excludes 
from  the  definition  of  personal  holding 
company  income  certain  interest  received  by 
a  specified  broker-dealer  in  securities. 

The  provisions  of  the  Senate  amendment 
are  effective  for  royalties  received  on, 
before,  or  after  December  31,  1986,  and  for 
interest  received  after  the  date  of  enact- 
ment. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  certain 
modifications.  First,  to  qualify  for  the  ex- 
ception for  certain  computer  software  royal- 
ties under  the  conference  agreement,  the 
corporation  receiving  such  royalties  must 
meet  the  "fifty  percent  test"  contained  in 
the  House  bill.  Second,  the  conference 
agreement  does  not  contain  the  provision  in 
the  Senate  amendment  relating  tp  biomedi- 
cal research  royalties. 

The  exception  in  the  conference  agree- 
ment for  computer  software  royalties  is  ef- 
fective for  royalties  received  on,  before,  or 
after  December  31,  1986.  The  exception  for 
interest  received  by  a  specified  broker- 
dealer  in  securities  is  effective  for  interest 
received  on  or  after  the  date  of  enactment. 
In  addition,  the  conference  agreement  ex- 
cludes from  the  definition  of  passive  invest- 
ment Income  for  purposes  of  subchapter  S 
of  the  Code,  computer  software  royalties  de- 
rived by  a  specified  taxpayer,  which  royal- 
ties would  not  be  treated  as  personal  hold- 
ing company  income  under  the  conference 
agreement,  effective  for  taxable  years  begin- 
ning after  December  31,  1984.  The  confer- 
ence agreement  also  conUins  an  exception 
from  the  definition  of  personal  holding 
company  income  for  certain  royalties  de- 
rived by  a  specified  toy  manufacturer  from 
the  licensing  of  toys,  under  rules  similar  to 
those  provided  for  computer  software  royal- 
ties, effective  for  royalties  received  or  ac- 
crued in  taxable  years  beginning  after  De- 
cember 31,  1981. 
S.  Certain  Entity  Not  Taxed  as  a  Corporation 

Present  Law 
Entities  that  are  organized  as  trusts  under 
local  law  may  be  subject  to  Federal  income 
tax  as  corporations,  rather  than  trusts,  if 
they  possess  certain  corporate  characteris- 
tics. Such  entities  must  pay  corporate  level 


tax  in  addition  to  the  tax  at  the  beneficiary 
level. 

A  certain  trust  (Great  Northern  Iron  Ore 
Trust)  has  been  held  to  be  taxable  as  a  cor- 
poration due  to  the  existence  of  certain 
business  powers. 

House  BiU 

No  provision. 

Senate  Amendment 

Under  the  Senate  amendment,  a  certain 
trust  (Great  Northern  Iron  Ore  Trust)  will 
not  be  taxed  as  a  corporation  if,  among 
other  things,  it  makes  an  election  and 
agrees  not  to  exercise  business  powers  con- 
tained in  its  trust  instrument. 

The  provision  is  effective  for  taxable 
years  beginning  after  the  taxable  year  in 
which  the  election  is  made,  provided  that  all 
conditions  of  the  Senate  amendment  contin- 
ue to  be  satisfied. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

TITLE  VII.  MINIMUM  TAX  PROVISIONS 
A.  Individual  Minimum  Tax 

1.  Structure 

Present  Law 
Individuals  are  subject  to  an  alternative 
minimum  tax,  applying  to  a  broader  income 
base  (regular  taxable  income  plus  tax  pref- 
erences) and  at  a  lower  rate  than  the  regu- 
lar tax,  and  payable  to  the  extent  in  excess 
of  regular  tax  liabilities. 

House  BiU 
The  House  bill  is  the  same  as  present  law. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

2.  Tax  Rate 

Present  Law 
The  alternative  minimum  tax  is  imposed 
at  a  rate  of  20  percent. 

Hotise  BiU 
The  House  bill  provides  for  a  minimum 
tax  rate  of  25  percent. 

Senate  Amendment 
The  Senate   amendment   provides   for  a 
minimum  tax  rate  of  20  percent. 
Conference  Agreement 
The  conference  agreement  provides  for  a 
minimum  tax  rate  of  21  percent. 

3.  Exemption  Amount 

Present  Law 
Alternative  minimum  taxable  income  is 
reduced  by  an  exemption  amoimt  of  $40,000 
for  joint  returns.  $30,000  for  singles,  and 
$20,000  for  marrleds  filing  separately. 
House  BiU 
The  House  bill  is  the  same  as  present  law. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  exemption 
amount  is  reduced  by  25  cents  for  each  $1 
by  which  alternative  minimum  taxable 
income  exceeds  $150,000  ($112,500  for  sin- 
gles and  $75,000  for  marrleds  filing  sepa- 
rately). 

Conference  Agreement 
The   conference    agreement   follows   the 
Senate  amendment. 
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4.  Tax  Preferences 
•.  Dividends  excluded  from  gross  income 

Present  Law 
Dividends  that  are  excludable  from  gross 
income  (up  to  $100  per  person.  $200  for 
Joint  returns)  are  treated  as  a  minimum  tax 
preference. 

House  Bill 
Under  the  House  bill,  the  exclusion  is  re- 
pealed for  regular  tax  purposes. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference   agreement    follows    the 
House  bill  and  the  Senate  amendment. 
b.  Accelermted  depreciation  on  real  property 
Present  Law 
The  excess  of  accelerated  over  straight- 
line  depreciation  on  real  property,  using  the 
same  useful  lives,  is  treated  as  a  preference. 
House  Bill 
The  House  bill  is  the  same  as  present  law 
for  real  property  placed  in  service  before 
1986.  For  real  property  placed  in  service 
after  1985.  the  preference  is  the  excess  of 
regular  tax  depreciation  over  the  alternative 
depreciation  described  in  the  depreciation 
section  of  the  conference  report  (15  years 
for  certain  low-income  housing  rehabilita- 
tion). 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  (1)  present  law  treatment 
applies  to  property  placed  in  service  in  1986. 
and  to  property  grandfathered  under  the 
depreciation  rules,  and  (2)  no  special  rule 
applies  to  low-income  housing. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  as  conformed 
to  the  alternative  depreciation  provision  de- 
scribed in  the  depreciation  section  of  this 
report.  However,  for  property  other  than  (1) 
section  1250  property  and  (2)  property  with 
respect  to  which  the  taxpayer  elects  or  is  re- 
quired to  use  a  straightline  method  for  reg- 
ular tax  purposes,  minimum  tax  deprecia- 
tion uses  the  150  percent  declining  balance 
method  (switching  to  straightline  in  the 
year  necessary  to  maximize  the  allowance) 
over  the  alternative  depreciation  life. 
c.  Accelerated  depreciation  on  personal  property 
Present  Law 

Solely  for  leased  personal  property,  the 
excess  of  accelerated  over  straight-line  de- 
preciation, using  the  same  useful  lives,  is  a 
preference. 

House  Bill 

The  House  bill  is  the  same  as  present  law 
for  personal  property  placed  in  service 
before  1986.  For  personal  property  placed  in 
service  after  1985.  the  preference  is  the 
excess  of  regular  Ux  depreciation  over  the 
alternative  depreciation  described  in  the  de- 
preciation section  of  the  conference  report. 
Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  present  law  treat- 
ment applies  to  property  placed  in  service  in 
1986  and  to  property  grandfathered  under 
the  depreciation  rules. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  as  conformed 
to  the  alternative  depreciation  provision  de- 
scribed in  the  depreciation  section  of  this 
report.  However,  for  property  other  than 


that  with  respect  to  which  the  taxpayer 
elects  or  is  required  to  use  a  straightline 
method  for  regular  tax  purposes,  minimum 
tax  depreciation  uses  the  150  percent  declin- 
ing balance  method  (switching  to  straight- 
line  in  the  year  necessary  to  maximize  the 
allowance)  over  the  alternative  depreciation 
life.  The  preference,  computed  using  the 
useful  life  under  the  alternative  deprecia- 
tion system,  applies  to  property  placed  in 
service  in  1986  with  respect  to  which  the 
taxpayer  elects  the  application  of  section 
201  of  the  Act. 

d.  Expensing  of  intangible  drilling  costs 

Present  Law 
The  excess  of  expensing  over  10-year  am- 
ortization or  cost  depletion,  to  the  extent  in 
excess  of   100   percent  of  net  oil  and   gas 
income,  is  a  preference. 

House  Bill 
Under  the  House  bill,  the  excess  of  ex- 
pensing over  10-year  amortization  or  cost 
depletion,  to  the  extent  in  excess  of  65  per- 
cent of  net  oil  and  gas  income,  is  a  prefer- 
ence. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as 
present  law. 

Conference  Agreement 

The   conference    agreement    follows    the 
House  bill. 

e.  60-month  amortization  on  certified  pollution 

control  facilities 

Present  Law 

The  excess  over  depreciation  otherwise  al- 
lowable is  a  preference. 

House  Bill 
The  House  bill  is  the  same  as  present  law 
for  property  placed  in  service  before  1986. 
The  provision  is  repealed  for  regular  tax 
purposes,  effective  in  1986. 

Senate  Amendment 
The  Senate  amendment  treats  the  excess 
over  alternative  depreciation  as  a  prefer- 
ence. 

Conference  Agreement 

The   conference    agreement    follows   the 
Senate  amendment. 

f.  Expensing  of  mining  exploration  and  develop- 

ment costs 

Present  Law 
The  excess  of  expensing  over  10-year  am- 
ortization is  a  preference. 

House  Bill 

The  House  bill  is  the  same  as  present  law. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

g.  Expensing   of   circulation    expenditures   (for 

newspapers,  magazines,  etc. ) 
Present  Law 
The  excess  of  expensing  over  3-year  amor- 
tization is  a  preference. 

House  Bill 

The  House  bill  is  the  same  as  present  law. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The    conference   agreement    follows    the 
House  bill  and  the  Senate  amendment. 


h.  Expensing  of  research  and  experimentation  ex- 
penditures 

Present  Law 

The  excess  of  expensing  over  10-year  am- 
ortization is  a  preference. 

House  Bill 

The  House  bill  is  the  same  as  present  law. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

i.  Percentage  depletion 

Present  Law 
The  excess  over  the  adjusted  basis  of  the 
depletable  property  is  a  preference. 

House  Bill 

The  House  bill  is  the  same  as  present  law. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference   agreement    follows    the 
House  bill  and  the  Senate  amendment. 

j.  Net  capital  gain  deduction 

Present  Law 
The  net  capital  gain  deduction  is  treated 
as  a  preference. 

House  Bill 
Under  the  House  bill,  a  portion  of  the  net 
capital  gain  deduction  is  treated  as  a  prefer- 
ence, so  that  the  minimum  tax  rate  on  cap- 
ital gains,  like  the  regular  tax  rate,  will  be 
22  percent. 

Senate  Amendment 
Under  the  Senate  amendment,  the  net 
capital  gain  deduction  is  repealed  for  regu- 
lar tax  purposes,  and  net  capital  gains  ac- 
cordingly are  fully  included  in  minimum 
taxable  income. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

k.  Incentive  stock  options 

Present  Law 
The  excess  of  the  fair  market  value  of 
stock  over  the  exercise  price  is  treated  as  a 
preference. 

House  Bill 
The  House  bill  is  the  same  as  present  law. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  House  bill  and  the  Senate  amend- 
ment. However,  for  minimum  tax  purposes, 
the  basis  of  stock  acquired  through  the  ex- 
ercise of  an  incentive  stock  option  after  1986 
equals  the  fair  market  value  taken  into  ac- 
count in  determining  the  amount  of  the 
preference. 

Assume,  for  example,  that  an  Individual 
pays  an  exercise  price  of  $10  to  purchase 
stock  having  a  fair  market  value  of  $15.  The 
preference  in  the  year  of  exercise  is  equal  to 
$5,  and  the  stock  has  a  basis  of  $10  for  regu- 
lar tax  purposes  and  $15  for  minimum  tax 
purposes.  If,  in  a  subsequent  year,  the  tax- 
payer sells  the  stock  for  $20.  the  gain  recog- 
nized is  $10  for  regular  tax  purposes  and  $5 
for  minimum  tax  purposes. 
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I.  Tmx-cxempt  interest 

Present  Law 

Tax-exempt  Interest  Is  not  treated  as  a 
preference. 

House  Bill 

Under  the  House  bill,  tax-exempt  interest 
on  newly  issued  private  activity  (i.e.,  nones- 
sential function)  bonds  that  continue  to  be 
exempt  for  regular  tax  purposes  is  treated 
as  a  preference.  Certain  refundings  of  pre- 
1986  bonds  are  not  treated  as  a  preference. 
Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  with  certain  modifications  and 
clarifications.  First,  the  preference  applies 
only  to  interest  on  private  activity  bonds 
other  than  qualified  501(c)(3)  bonds. 
Second,  the  preference  applies  only  to 
bonds  issued  on  or  after  August  8,  1986  (on 
or  after  September  1,  1986,  in  the  case  of 
bonds  covered  under  the  Joint  Statement  on 
Effective  Dates  of  March  14,  1986).' 

The  conference  agreement  further  clari- 
fies that  the  House  bill's  exception  for  cer- 
tain current  refundings  of  bonds  issued 
before  August  8,  1986  (or  September  1,  1986) 
also  applies  in  the  case  of  a  series  of  current 
refundings  of  an  issue  originally  issued 
before  those  dates.  This  exception  does  not 
apply  to  refundings  of  pre-August  8,  1986 
(or  September  1,  1986),  bonds. 
m.  Excludable  income  earned  abroad  by  U.S.  citi- 
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Present  Law 
The  exclusion  for  income  earned  abroad 
by  U.S.  citizens  is  not  treated  as  a  prefer- 
ence. 

House  Bill 
Under  the  House  bill,  the  exclusion  for 
income  earned  abroad  by  U.S.  citizens  is 
treated  as  a  preference. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The   conference    agreement    follows    the 
Senate  amendment. 

n.  Completed  contract  and  other  methods  of  ac- 
counting for  long-term  contracts 
Present  Law 
The  use  of  a  method  of  accounting  for 
long-term  contracts,  such  as  the  completed 
contract  method,  that  permits  deferral  of 
income  during  the  contract  period,  is  not 
treated  as  a  preference. 

House  Bill 
Under  the  House  bill,  use  of  the  complet- 
ed contract  or  another  method  of  account- 
ing for  long-term  contracts  that  permits  de- 
ferral of  income  during  the  contract  period 
is  treated  as  a  preference,  by  requiring  use 
of  the  percentage  of  completion  method  for 
minimum  tax  purposes  on  post-September 
25,  1985  long-term  contracts. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  preference  ap- 
plies only  to  post-March  1,  1986  long-term 
contracts. 


•The  Joint  Statement  on  Effective  Dates  of 
March  14.  1986.  provided  generally  that  interest  on 
bonds  satisfying  the  present-law  definition  of  gov- 
ernmental bond  (as  modified  by  an  expanded  secu- 
rity interest  test  like  that  adopted  under  the 
Senate  amendment)  is  not  a  preference  if  the  bonds 
are  issued  before  September  1.  1986. 


Conference  Agreement 
The   conference    agreement    follows   the 
Senate  amendment, 
o.  Installment  method  of  accounting 
Present  Law 
Use  of  the  installment  method  of  account- 
ing is  not  treated  as  a  minimimi  tax  prefer- 
ence. 

House  Bill 
No  provision. 

Senate  Amendment 
Under  the  Senate  amendment,  use  of  the 
installment  method  of  accounting  by  deal- 
ers is  treated  as  a  preference,  by  not  ijermit- 
ting  use  of  the  installment  method  for  mini- 
mum tax  purposes  on  sales  after  March  1, 
1986.  The  provision  does  not  apply  (1)  to 
certain  sales  by  a  manufacturer  where  spe- 
cial relief  is  provided  under  the  regular  tax 
rules,  and  (2)  in  the  case  of  certain  elections 
to  pay  interest  on  the  deferral  of  income 
with  respect  to  sales  of  timeshares  and  resi- 
dential lots. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  except  that  the  prefer- 
ence applies  to  all  transactions  subject  to 
proportionate  disallowance  of  the  install- 
ment method  (i.e.,  dealer  sales,  and  sales  of 
trade  or  business  or  rental  property  where 
the  purchase  price  exceeds  $150,000). 
p.  Net  loss  from  passive  trade  or  business  activi- 
ties 

Present  Law 
Net  losses  from  trade  or  business  activities 
in  which  the  taxpayer  does  not  materially 
participate  are  not  treated  as  a  minimum 
tax  preference. 

House  Bill 
Under  the  House  bill,  to  the  extent  other- 
wise deductible  for  minimum  tax  purposes, 
the  excess  net  loss  with  respect  to  trade  or 
business  activities  (including  the  production 
of  rental  or  royalty  income)  in  which  the 
taxpayer  did  not  materially  participate  in 
management  or  provide  substantial  ijersonal 
services  is  treated  as  a  preference.  The 
excess  net  loss  is  defined  as  net  losses  in 
excess  of  cash  basis,  which  includes  no  more 
than  $50,000  attributable  to  the  taxpayers 
tax  shelter  investments. 

Senate  Amendment 
The  Senate  amendment  provides  that  the 
passive  loss  rules  of  the  regular  tax  apply  to 
the  minimum  tax  (using  minimum  tax 
measurements  of  items  of  income  and  de- 
duction), except  that  the  preference  is  re- 
duced by  the  amount,  if  any,  of  the  taxpay- 
er's insolvency,  and  the  provision  is  not 
phased  in. 

Conference  Agreement 
The   conference    agreement    follows   the 
Senate  amendment.  Changes  made  by  the 
conference  agreement  to  the  regular  tax 
passive  loss  provision  apply  for  minimum 
tax  purposes  as  well, 
q.  Losses  from  passive  farming  activities 
Present  Law 
Net    losses    from    farming    activities    in 
which  the  taxpayer  does  not  materially  par- 
ticipate are  not  treated  as  a  minimum  tax 
preference. 

House  Bill 
Under  the  House  bill,  excess  passive  farm 
losses  are  treated  as  a  preference.  The  rule 
is  the  same  as  the  passive  loss  rule  set  forth 
above,  except  that  it  applies  oiUy  to  farm- 
ing, applies  separately  to  each  farming  ac- 


tivity, and  treats  as  a  preference  only  losses 
in  excess  of  twice  cash  basis  (without  limit- 
ing cash  basis  from  tax  shelters). 
Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  (1)  the  preference 
applies  to  the  entire  net  loss  without  regard 
to  cash  basis.  (2)  the  preference  applies  to 
personal  service  corporations,  (3)  the  prefer- 
ence is  reduced  by  the  amount,  if  any,  of 
the  taxpayer's  insolvency,  and  (4)  the  defi- 
nition of  a  passive  farm  activity  is  con- 
formed to  the  passive  loss  rules. 
Conference  Agreement 
The   conference    agreement    follows    the 
Senate  amendment. 

r.  Charitable  contributions  of  appreciated  proper- 
ty 

Present  Law 
Deductions  for  charitable  contributions  of 
appreciated  property  do  not  give  rise  to  a 
minimum  tax  preference. 

House  BiU 
Under  the  House  bill,  in  the  case  of  a 
charitable  contribution  of  appreciated  prop- 
erty, the  lesser  of  the  amount  of  unUxed 
appreciation  allowed  as  a  regular  tax  deduc- 
tion and  the  amount  of  the  taxpayer's  other 
preferences  is  treated  as  a  preference. 
Senate  Amendment 
The  Senate  amendment  is  the  same  as 
present  law. , 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill,  except  that  the  amount  of  un- 
taxed appreciation  treated  as  a  preference  is 
not  limited  to  the  amount  of  the  taxpayers 
other  preferences.  The  preference  does  not 
apply  to  carryovers  of  the  deduction  with 
respect  to  charitable  contributions  made 
before  August  16,  1986. 
5.  Itemized  Deductions 

Present  Law 
The  only  itemized  deductions  allowed  for 
minimum  tax  purposes  are  those  for  casual- 
ty and  theft  losses,  gambling  losses  to  the 
extent  of  gambling  gains,  charitable  deduc- 
tions, medical  deductions  (to  the  extent  in 
excess    of    10    percent    of    adjusted    gross 
income),    interest    expenses    (restricted    to 
housing     interest     plus     net     investment 
income),  and  certain  estate  taxes. 
House  BiU 
The  House  bill  is  the  same  as  present  law. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  definition  of  net 
Investment  income  is  conformed  to  the  defi- 
nition for  regular  tax  purposes. 
Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment  in  conforming 
the  definition  of  net  investment  income  to 
the  definition  adopted  for  regular  tax  pur- 
poses (although  determined  with  regard  to 
minimum  tax  items  of  Income  and  deduc- 
tion), with  an  amendment  providirig  for  a 
carryover  of  investment  interest  deductions 
that  are  disallowed.  Other  regular  tax  item- 
ized deductions  generally  are  allowed  for 
minimum  tax  purposes. 

For  minimum  tax  purposes,  medical  de- 
ductions are  allowed  only  to  the  extent  in 
excess  of  10  percent  of  adjusted  gross 
income,  miscellaneous  itemized  deductions 
and  itemized  deductions  for  State  and  local 
taxes  are  not  allowed,  and  the  investment 
interest  rule  is  not  phased  in.  It  is  clarified 
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that,  for  minimum  tax  purposes,  upon  a  re- 
financing of  a  loan  that  gives  rise  to  quali- 
fied housing  interest,  interest  paid  on  the 
new  loan  is  treated  as  qualified  housing  in- 
terest to  the  extent  that  (1)  it  so  qualified 
under  the  prior  loan,  and  (2)  the  amount  of 
the  loan  was  not  increased.  Moreover,  a  resi- 
dence does  not  constitute  a  qualified  resi- 
dence for  minimum  tax  purposes  unless  it 
meets  the  requirements  for  a  qualified  resi- 
dence applying  for  regular  tax  purposes. 
Further,  the  conference  agreement  provides 
that  a  refund  of  State  and  local  taxes  paid, 
for  which  no  minimum  tax  deduction  was 
allowed,  is  not  included  in  alternative  mini- 
mum taxable  income. 
C  Regular  Tax  Elections 

Present  Law 

Taxpayers  generally  can  elect   to   have 
minimum  tax  rules  for  measuring  a  particu- 
lar item  apply  for  regular  tax  purposes. 
House  Bill 

The  House  bill  is  the  same  as  present  law. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference   agreement    follows   the 
House  bill  and  the  Senate  amendment. 

7.  A4Ju(tiiienU  in  Other  Yean  When  Taxpayer 

I^yi  Minimum  Tax 

Present  Law 
Minimum  tax  liability  incurred  by  a  tax- 
payer in  one  year  has  no  effect  on  regular 
tax  liability  in  other  years. 

Hoxise  Bill 
Under  the  House  bill,  the  amount  of  mini- 
mum tax  liability  relating  to  deferral  prefer- 
ences is  allowed  as  a  carryforward  credit 
against  regular  tax  liability. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

8.  IncentiTe  Tax  Credits 

Present  Law 
Incentive  tax  credits  are  not  allowed 
against  the  minimum  tax.  Credits  that  do 
not  benefit  the  taxpayer  due  to  the  mini- 
mum tax  can  be  used  as  credit  carryovers 
against  the  regular  tax. 

House  BUI 
Under  the  House  bill,  incentive  tax  credits 
are  not  allowed  against  the  minimum  tax. 
Credits  that  cannot  be  used  for  regular  tax 
purposes  due  to  the  minimum  tax  can  be 
used  as  credit  carryovers  against  the  regular 
tax. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference   agreement    follows   the 
House  bill  and  the  Senate  amendment. 
>.  Foreign  Tax  Credit 

Present  Law 
Foreign  tax  credits  are  allowed  against 
the  minimum  tax,  under  limits  similar  to 
those  applying  under  the  regular  tax.  Cred- 
its that  cannot  be  used  in  the  current  tax- 
able year  because  of  these  limits  are  carried 
over  under  a  system  separate  from  but  par- 
allel to  that  applying  for  regular  tax  pur- 
poses. 


House  Bill 

The  House  bill  is  the  same  as  present  law. 
Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  foreign  tax  credits 
cannot  offset  more  than  90  percent  of  tenta- 
tive minimum  tax  liability  (as  determined 
without  regard  to  foreign  tax  credits). 
Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment.  It  is  clarified 
that  the  taxpayer's  regular  tax  election  re- 
garding whether  to  treat  foreign  taxes  as 
giving  rise  to  a  deduction  or  a  credit  is  con- 
trolling for  minimum  tax  purposes  as  well. 
Moreover,  in  light  of  the  limitation  on  the 
use  of  net  operating  losses,  described  below, 
it  is  provided  that  foreign  tax  credits  cannot 
offset  more  than  90  percent  of  minimum 
tax  liability  as  determined  without  regard  to 
foreign  tax  credits  and  net  operating  losses. 

For  example,  assume  that  in  1987  a  tax- 
payer has  $10  million  of  alternative  mini- 
mum taxable  income  for  the  year.  In  the  ab- 
sence of  net  operating  losses  or  foreign  tax 
credits,  the  taxpayer's  tentative  minimum 
tax  liability  (i.e..  liability  as  determined 
without  regard  to  the  amount  of  regular  tax 
liability)  would  equal  $2.1  million.  Accord- 
ingly, foreign  tax  credits  cannot  be  used  to 
reduce  liability  to  less  than  $210,000,  wheth- 
er or  not  the  taxpayer  has  any  minimum 
tax  net  operating  losses. 

10.  Net  Operating  Losses  (NOLs) 

Present  Law 
NOLs  are  allowed  against  alternative  min- 
imum taxable  income.  For  years  after  1982, 
minimum  tax  NOLs  are  reduced  by  the 
items  of  tax  preference.  Minimum  tax  NOLs 
are  carried  over  under  a  system  separate 
from  but  parallel  to  that  applying  for  regu- 
lar tax  purposes. 

House  Bill 

The  House  bill  is  the  same  as  present  law. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment, 
except  that  NOLs  cannot  offset  more  than 
90  percent  of  alternative  minimum  taxable 
income.  As  with  the  90  percent  limitation  on 
the  use  of  the  foreign  tax  credit,  amounts 
disallowed  by  reason  of  this  limitation  may 
be  carried  over  to  other  taxable  years. 

Thus,  for  example,  assume  that  in  1987  a 
taxpayer  has  $10  million  of  alternative  min- 
imum taxable  income  for  the  year,  and  min- 
imum tax  NOLs  in  the  amount  of  $11  mil- 
lion. The  NOLs  reduce  alternative  minimum 
taxable  income  to  $1  million.  This  gives  rise 
to  tentative  minimum  tax  liability  of 
$210,000.  The  taxpayer  carries  forward  $2 
million  of  minimum  tax  NOLs  to  1988.  Since 
the  allowability  of  net  operating  losses  is  de- 
termined prior  to  the  allowability  of  foreign 
tax  credits,  this  taxpayer  would  not  be  per- 
mitted to  use  any  minimum  tax  foreign  tax 
credits  in  1987. 

It  is  clarified  that  an  election  under  sec- 
tion 172(b)(3)(C)  to  relinquish  the  carry- 
back period  applies  both  for  regular  tax  and 
for  minimum  tax  purposes. 

11.  Miscellaneous  Changes  and  Clariflcations 

Conference  Agreement 

Under   the   conference   agreement,   it   is 

clarified    that    Code    sections    suspending 

losses,  such  as  sections  465,  704(d),  1366(d), 

and  other  sections  specified  in  regulations. 


are  recomputed  for  minimum  tax  purposes, 
to  apply  with  respect  to  amounts  otherwise 
deductible  for  purposes  of  the  minimum 
tax.  Thus,  the  amount  of  the  deductions 
suspended  or  recaptured  may  differ  for  reg- 
ular and  minimum  tax  purposes,  respective- 
ly. This  clarification  applies  with  respect  to 
all  taxpayers  subject  to  the  at-rislc  rules. 

It  is  clarified  that  the  application  of  the 
tax  benefit  rule  to  the  minimum  tax  is 
within  the  discretion  of  the  Secretary  of  the 
Treasury.  Since  the  regular  and  minimum 
taxes  generally  are  computed  separately, 
relief  from  the  minimum  tax  under  the  tax 
benefit  rule  is  not  appropriate  solely  by 
reason  of  the  fact  that  a  taxpayer  has  re- 
ceived no  benefit  under  the  regular  tax  with 
respect  to  a  particular  item.  This  clarifica- 
tion applies  with  respect  to  corporations  as 
well  as  individuals. 

In  the  case  of  an  estate  or  trust,  instead  of 
allocating  items  of  tax  preference  between 
the  estate  or  trust  and  its  beneficiaries  (as 
under  present  law),  it  is  provided  that  the 
minimum  tax  will  apply  by  determining  dis- 
tributable net  income  on  a  minimum  tax 
basis  (except  to  the  extent  inconsistent  with 
the  modifications  under  section  643(a),  with 
the  minimum  tax  exemption  amount  being 
treated  the  same  way  as  the  deduction  for 
personal  exemptions  under  section 
643(a)(2)). 

12.  Effective  Date 

House  Bill 
The  House  bill  applies  for  taxable  years 
beginning  after  December  31,  1985. 

Senate  Amendment 
The  Senate  amendment  applies  for  tax- 
able years   beginning  after  I>ecember  31, 
1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

B.  Corporate  Minimum  Tax 

1.  Structure 

Present  Law 
Corporations  are  subject  to  an  add-on  tax, 
equalling  a  percentage  of  certain  prefer- 
ences minus  regular  tax  paid. 

House  Bill 
The  House  bill  provides  for  an  alternative 
minimum  tax,  applying  to  a  broader  income 
base  (regular  taxable  income  plus  prefer- 
ences) and  at  a  lower  rate  than  the  regular 
tax.  and  payable  to  the  extent  in  excess  of 
regular  tax  liabilities. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference   agreement   follows   the 
House  bill  and  the  Senate  amendment. 

2.  Tax  Rate 

Present  Law 

The  add-on  tax  is  imposed  at  a  rate  of  15 
percent. 

House  Bill 
The  House  bill  provides  for  a  minimum 
tax  rate  of  25  percent. 

Senate  Amendment 
The  Senate  amendment  provides  for  a 
minimum  tax  rate  of  20  percent. 

Conference  Agreement 
The   conference    agreement   follows   the 
Senate  amendment. 
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3.  Exemption  Amount 

Present  Lava 
The  amount  of  preferences  that  are  sub- 
ject to  the  add-on  Ux  is  reduced  by  an  ex- 
emption amount  equal  to  the  greater  of 
(10.000  or  the  taxpayer's  regular  Ux  liabil- 
ity. 

House  Bill 
Alternative  minimum  taxable  Income  Is 
reduced  by  an  exemption  amount  of  $40,000. 
Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House    bill,    except    that    the    exemption 
amount  Is  reduced  by  25  cents  for  each  $1 
by    which    alternative    minimum    taxable 
Income  exceeds  $150,000. 

Conference  Agreement 
The   conference   agreement   follows   the 
Senate  amendment. 

4.  Tax  Preferences 
a.  Accelerated  depreciation  on  real  property 
Present  Law 
The  excess  of  accelerated  over  straight- 
line  depreciation  on  real  property,  using  the 
same  useful  lives,  is  treated  as  a  preference. 
House  Bill 
The  House  bill  is  the  same  as  present  law 
for  real  property  placed  in  service  before 
1986.  For  real  property  placed  in  service 
after  1985,  the  preference  is  the  excess  of 
regular  tax  depreciation  over  the  alternative 
depreciation  described  in  the  depreciation 
section  of  the  conference  report  (15  years 
for  certain  low-income  housing  rehabilita- 
tion). 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  (1)  present  law  treatment 
applies  to  property  placed  in  service  in  1986 
and  to  property  grandfathered  under  the 
depreciation  rules,  and  (2)  no  special  rule 
applies  to  low-income  housing. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  as  conformed 
to  the  alternative  depreciation  provision  de- 
scribed in  the  depreciation  section  of  this 
report.  However,  for  property  other  than  (1) 
section  1250  property  and  (2)  property  with 
respect  to  which  the  taxpayer  electe  or  is  re- 
quired to  use  a  straightline  method  for  reg- 
ular tax  purposes,  minimum  tax  deprecia- 
tion uses  the  150  percent  declining  balance 
method  (switching  to  straightline  in  the 
year  necessary  to  maximize  the  allowance) 
over  the  alternative  depreciation  life. 
b.  Accelerated  depreciation  on  personal  property 
Present  Law 
Solely  for  leased  personal  property  in  the 
hands    of    a    personal    holding    company 
(PHC),    the    excess    of    accelerated    over 
straight-line  depreciation,  using  the  same 
useful  lives,  is  a  preference. 
House  Bill 
The  House  bill  is  the  same  as  present  law 
for    personal    property    placed    In    service 
before  1986.  For  personal  property  placed  in 
service  after  1985,  the  preference  applies  to 
all  corporations  and  is  the  excess  of  regular 
tax  depreciation  over  the  alternative  depre- 
ciation described  in  the  depreciation  section 
of  the  conference  report. 

Senate  Amendment 
The  Senate  amendment  Is  the  same  as  the 
House  bill,  except  that  present  law  treat- 
ment applies  to  property  placed  in  service  in 
1986  and  to  property  grandfathered  under 
the  depreciation  rules. 


Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  as  conformed 
to  the  alternative  depreciation  provision  de- 
scribed in  the  depreciation  section  of  this 
report.  However,  for  property  other  than 
that  with  respect  to  which  the  taxpayer 
elects  or  Is  required  to  use  a  straightline 
method  for  regular  tax  purposes,  minimum 
tax  depreciation  uses  the  150  percent  declin- 
ing balance  method  (switching  to  straight- 
line  in  the  year  necessary  to  maximize  the 
allowance)  over  the  alternative  depreciation 
life.  The  preference,  computed  using  the 
useful  life  under  the  alternative  deprecia- 
tion system,  applies  to  property  placed  in 
service  in  1986  with  respect  to  which  the 
taxpayer  elects  the  application  of  section 
201  of  the  Act. 

c.  Expensing  of  intangible  drilling  costs 
Present  Law 
Solely  for  PHCs,  the  excess  of  expensing 
over  10-year  amortization  or  cost  depletion, 
to  the  extent  in  excess  of  100  percent  of  net 
oil  and  gas  income,  is  a  preference. 
House  Bill 
Under  the  House  bill,  the  excess  of  ex- 
pensing over  10-year  amortization  or  cost 
depletion,  to  the  extent  in  excess  of  65  per- 
cent of  net  oil  and  gas  income,  is  a  prefer- 
ence for  all  corporations. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  preference  is  re- 
duced by  100  percent  of  net  oil  and  gas 
income. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment, 
d.  60-month  amortization  on  certified  pollution 
control  facilities 

Present  Law 
The  excess  over  depreciation  otherwise  al- 
lowable is  a  preference. 

House  Bill 
The  House  bill  is  the  same  as  present  law 
for  property  placed  In  service  before  1986. 
The  provision  Is  repealed  for  regular  tax 
purposes,  effective  In  1986. 

Senate  Amendment 
The  Senate  amendment  treats  the  excess 
over  alternative  depreciation  as  a  prefer- 
ence. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment.  It  is  clarified  that  the 
preference  applies  without  regard  to  the  ap- 
plicability of  section  291  for  regular  tax  pur- 
poses. 

e.  Expensing  of  mining  exploration  and  develop- 
ment costs 

Present  Law 
Solely  for  PHCs,  the  excess  of  expensing 
over  10-year  amortization  is  a  preference. 
House  Bill 
Under  the  House  bill,  the  excess  of  ex- 
pensing over  10-year  amortization  Is  a  pref- 
erence for  all  corporations. 

Senate  Amendment 
The  Senate  amendment  Is  the  same  as 
present  law. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bUl.  It  Is  clarified  that  10-year  amor- 
tization applies  for  minimum  tax  purposes 
without  regard  to  the  applicability  of  sec- 
tion 291  for  regular  tax  purposes. 


f.    Expensing   of   circulation    expenditures    (for 
newspapers,  magazines,  etc.) 
Present  Law 
Solely  for  PHCs,  the  excess  of  expensing 
over  3-year  amortization  is  a  preference. 
House  Bill 
Under  the  House  bill,  the  excess  of  ex- 
pensing over  3-year  amortization  is  a  prefer- 
ence, solely  for  PHCs. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference    agreement    follows   the 
House  bill  and  the  Senate  amendment. 
g.  Expensing  of  research  and  experimentation  ex- 
penditures 

Present  Law 
Solely  for  PHCs,  the  excess  of  expensing 
over  10-year  amortization  is  a  preference. 
House  Bill 
The  House  bill  provides  that  the  excess  of 
expensing  over  10-year  amortization  Is  not  a 
preference  for  any  corporation. 
Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference   agreement    follows   the 
House  bill  and  the  Senate  amendment, 
h.  Percentage  depletion 

Present  Law 
The  excess  over  the  adjusted  basis  of  the 
depletable  property  is  a  preference. 
House  Bill 
The  House  bill  is  the  same  as  present  law. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference    agreement    follows   the 
House  bin  and  the  Senate  amendment, 
i.  Capital  gain  preference 

Present  Law 
The  benefit  of  the  lower  corporate  rate 
applying  to  capital  gains  is  treated  as  a  pref- 
erence. _ 

House  Bill 
Under  the  House  bill,  net  corporate  cap- 
ital gains  are  fully  included  in  minimum 
taxable  income. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference    agreement   follows   the 
House  bill  and  the  Senate  amendment, 
j.  Tax-exempt  interest 

Present  Law 
Tax-exempt  interest  is  not  treated  as  a 
preference. 

House  Bill 
Under  the  House  bill,  tax-exempt  Interest 
on  newly  issued  private  activity  (i.e.,  nones- 
sential function)  bonds  that  continue  to  be 
exempt  for  regular  tax  purposes  is  treated 
as  a  preference.  Certain  refundings  of  pre- 
1986  bonds  are  not  treated  as  a  preference. 
Senate  Amendment 
No  provision. 

Conference  Agreement 
The   conference    agreement   follows   the 
House  bill  with  certain  modifications  and 


24484 


CONGRESSIONAL  RECORD— HOUSE 


September  18,  1986 


clarifications.  First,  the  preference  applies 
only  to  interest  on  private  activity  bonds 
other  than  qualified  501(c)(3)  bonds. 
Second,  the  preference  applies  only  to 
bonds  issued  on  or  after  August  8,  1986  (on 
or  after  September  1,  1986,  In  the  case  of 
bonds  covered  under  the  Joint  Statement  on 
Effective  Dates  of  March  14.  1986).> 

The  conference  agreement  further  clari- 
fies that  the  House  bill's  exception  for  cer- 
tain current  refundings  of  bonds  issued 
before  August  8. 1986  (or  September  1.  1986) 
also  applies  in  the  case  of  a  series  of  current 
refundings  of  an  issue  originally  issued 
before  those  dates.  This  exception  does  not 
apply  to  current  refundings  of  pre-August  8, 
1986  (or  September  1.  1986)  bonds. 

k.  Completed  contract  and  other  methods  of  ac- 
counting for  long-term  contracts 

Present  Law 
The  use  of  a  method  of  accounting  for 
long-term  contracts,  such  as  the  completed 
contract  method,  that  permits  deferral  of 
income  during  the  contract  period,  is  not 
treated  as  a  preference. 

House  Bill 
Under  the  House  bill,  use  of  the  complet- 
ed contract  or  another  method  of  account- 
ing for  long-term  contracts  that  permits  de- 
ferral of  income  during  the  contract  period 
is  treated  as  a  preference,  by  requiring  use 
of  the  percentage  of  completion  method  for 
minimum  tax  purposes  on  post-September 
25, 1985  long-term  contracts. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  preference  ap- 
plies only  to  post-March  1,  1986  long-term 
contracts. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

L  Installment  method  of  accounting 

Present  Law 
Use  of  the  installment  method  of  account- 
ing is  not  treated  as  a  minimum  tax  prefer- 
ence. 

House  BUI 

No  provision. 

Senate  Amendment 

Under  the  Senate  amendment,  use  of  the 
installment  method  of  accounting  by  deal- 
ers is  treated  as  a  preference,  by  not  permit- 
ting use  of  the  installment  method  for  mini- 
mum tax  purposes  on  sales  after  March  1, 
1986.  The  provision  does  not  apply  (1)  to 
certain  sales  by  a  manufacturer  where  spe- 
cial relief  is  provided  under  the  regular  tax 
rules,  and  (2)  in  the  case  of  certain  elections 
to  pay  interest  on  the  deferral  of  income 
with  respect  to  sales  of  timeshares  and  resi- 
dential lots. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  except  that  the  prefer- 
ence applies  to  all  transactions  subject  to 
proportionate  disallowance  of  the  install- 
ment method  (i.e.,  dealer  sales,  and  sales  of 
trade  or  business  or  rental  property  where 
the  purchase  price  exceeds  $150,000). 


•The  Joint  Statement  on  Effective  Dates  of 
March  14.  1986.  provided  generally  that  interest  on 
bonds  satisfying  the  present-law  definition  of  gov- 
ernmental tiond  (as  modified  by  an  expanded  secu- 
rity interest  test  like  that  adopted  under  the 
Senate  amendment)  is  not  a  preference  if  the  bonds 
are  issued  before  September  1. 1986. 


m.  Bad  debt  reserve  deductions  for  financial  in- 
stitutions 

Present  Law 
The  excess  of  the  deduction  by  a  financial 
institution  for  bad  debts  over  the  amount 
allowable  under  the  experience  method  is  a 
preference. 

House  Bill 
The  House  bill  is  the  same  as  present  law. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment, 
n.  Charitable  contributions  of  appreciated  proper- 
ty 

Present  Law 
A  deduction  for  a  charitable  contribution 
of  appreciated  property  does  not  give  rise  to 
a  minimum  tax  preference. 
House  Bill 
Under  the  House  bill,  the  lesser  of  un- 
taxed appreciation  for  which  the  taxpayer 
claimed    a    charitable    deduction,    or    the 
amount  of  the  taxpayer's  other  preferences, 
is  treated  as  a  preference. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill,  except  that  the  amount  of  un- 
taxed appreciation  treated  as  a  preference  is 
not  limited  to  the  amount  of  the  taxpayer's 
other  preferences.  The  preference  does  not 
apply  to  carryovers  of  the  deduction  with 
respect  to  charitable  contributions  made 
before  August  16.  1986. 

o.   Excludable   foreign   sales   corporation   (FSCi 
income 

Present  Law 
The  exclusion  by  a  shareholder  for  certain 
income  of  a  PSC  is  not  treated  as  a  mini- 
mum tax  preference. 

Hou^e  Bill 
Under  the  House  bill,  the  exclusion  for 
F^C  income  is  treated  as  a  preference. 
Senate  Amendment 
No  provision. 

Conference  Agreement 
The   conference    agreement    follows    the 
Senate  amendment. 

p.  Capital  construction  funds  for  shipping  compa- 
nies 

Present  Law 
Deductions  for  contributions  and  tax-free 
inside  buildup  with  regard  to  capital  con- 
struction funds  of  shipping  companies  do 
not  give  rise  to  a  minimum  tax  preference. 
House  Bill 
No  provision. 

Senate  Amendment 
Under  the  Senate  amendment,  the  use  of 
a  capital  construction  fund  gives  rise  to  a 
minimum  tax  preference. 

Conference  Agreement 
The   conference    agreement    follows    the 
Senate  amendment. 

q.  Special  deduction  for  certain  tax-exempt  insur- 
ance providers 

Present  Law 
No  provision. 

House  Bill 
No  provision. 


Senate  Amendment 
No  provision. 

Con/erence  Agreement 
Under  the  conference  agreement,  the  spe- 
cial deduction  allowed  for  certain  existing 
Blue  Cross/Blue  Shield  organizations  and 
for  new  organizations  meeting  certain  re- 
quirements with  respect  to  high  risk  cover- 
ages is  a  minimum  tax  preference. 

r.  Business  untaxed  reported  profits 

Present  Law 
Differences  between  booic  and  tax  treat- 
ment of  particular  items  do  not  give  rise  to 
a  minimum  tax  preference. 

House  BiU 

No  provision. 

Senate  Amendment 

The  Senate  amendment  treats  as  a  prefer- 
ence 50  percent  of  the  excess  of  the  taxpay- 
er's pre-tax  boolc  income  over  alternative 
minimum  taxable  income  (determined  with- 
out regard  to  this  preference  and  prior  to 
reduction  by  net  operating  losses).  Book 
income  is  the  income  of  the  taxpayer  as 
shown  in  financial  reports  or  statements 
filed  with  the  Securities  and  Exchange 
Commission  or  other  Federal,  State,  or  local 
regulators,  or  provided  to  shareholders, 
owners,  or  creditors.  Under  certain  circum- 
stances, earnings  and  profits  may  be  substi- 
tuted for  book  income. 

The  preference  is  computed  by  consolidat- 
ing the  book  income  of  those  corporations 
which  are  consolidated  for  tax  purposes. 
Earnings  of  a  corporation  that  does  not  file 
a  consolidated  tax  return  with  the  taxpayer 
are  taken  into  account  only  to  the  extent  of 
dividends  received  from  the  other  corpora- 
tion. 

Certain  Alaska  native  corporations  may 
calculate  book  income  using  the  asset  bases 
determined  under  the  Alaska  Native  Claims 
Settlement  Act.  Certain  amounts  paid  to 
other  Alaska  native  corporations  may  be 
treated  as  expenses  for  book  purposes  in  the 
same  year  as  the  amounts  are  deductible  for 
tax  purposes. 

Conference  Agreement 

Taxable  years  beginning  in  1987,  1988,  and 
1989 

For  taxable  years  beginning  in  1987,  1988, 
and  1989,  the  conference  agreement  is  gen- 
erally the  same  as  the  Senate  amendment. 
It  is  clarified  that  dividends  paid  by  coop- 
eratives, to  the  extent  deductiljle  for  regular 
tax  and  general  minimum  tax  purposes 
under  section  1382,  are  also  deductible  for 
book  income  purposes. 

Further,  the  conference  agreement  pro- 
vides that  dividends  received  from  a  section 
936  corporation  and  included  in  the  recipi- 
ent's book  income  are  to  be  adjusted;  i.e., 
grossed  up,  for  puriKises  of  measuring  book 
income,  by  the  amount  of  withholding  taxes 
paid  with  respect  to  such  dividends  by  such 
section  936  corporation.  To  the  extent  that 
the  alternative  minimiun  taxable  income  of 
the  recipient  is  increased  by  reason  of  the 
inclusion  of  such  dividends  (including  the 
gross-up)  in  book  income,  the  related  with- 
holding taxes  are  treated,  for  minimum  tax 
purposes,  as  creditable  foreign  taxes  paid  by 
the  recipient. 

Assume,  for  example,  that  a  corporation 
receives  a  dividend  in  the  amount  of  $90 
from  a  section  936  corporation  that  has  paid 
$10  of  withholding  taxes  with  respect  to 
such  dividend.  The  recipient's  adjusted  pre- 
tax book  income  includes  dividends  of  $100. 
If  such  book  income  equals  or  exceeds  other 
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alternative  minimum  taxable  income  of  the 
recipient,  disregarding  this  inclusion,  then 
the  result  of  the  inclusion  is  to  increase  al- 
ternative minimum  taxable  income  by  $50 
(50  percent  of  $100).  Accordingly,  the 
amount  of  foreign  taxes  creditable  for  mini- 
mum tax  purposes  by  the  receipient  is  in- 
creased by  $5  (50  percent  of  $10). 

Assume  that,  in  the  above  example,  the 
recipient's  adjusted  pre-tax  book  income, 
disregarding  the  receipt  of  the  above  divi- 
dend, is  $20  less  than  other  alternative  mini- 
mum taxable  income.  Accordingly,  after  in- 
clusion of  the  grossed-up  dividend,  book 
income  exceeds  other  alternative  minimum 
taxable  income  by  $80,  and  the  book  prefer- 
ence results  in  a  $40  increase  in  the  amount 
of  alternative  minimum  taxable  Income. 
Since  this  increase  is  40  percent  of  the  full 
amount  of  the  grossed-up  dividend,  the 
amount  of  foreign  taxes  creditable  for  mini- 
mum tax  purposes  is  increased  by  $4  (40 
percent  of  $10). 

In  the  case  of  an  insurance  company 
whose  applicable  financial  statement  is  the 
financial  statement  prepared  for  regulatory 
purposes,  the  conferees  intend  that  the 
measure  of  pre-tax  book  income  is  the 
amount  of  net  gain  from  operations  after 
dividends  to  policyholders  and  before  Feder- 
al income  taxes. 

It  is  clarified  that  no  item  of  Federal  or 
foreign  income  tax  expenses  or  benefit 
(other  than  foreign  taxes  deducted  in  lieu  of 
claiming  a  foreign  tax  credit),  including  any 
adjustment  of  deferred  taxes  resulting  from 
the  corporate  tax  rate  changes  of  this  Act 
or  any  subsequent  legislation,  is  included  in 
the  computation  of  adjusted  pre-tax  book 
income  for  minimum  tax  purposes. 

The  conference  agreement  provides  that, 
under  regulations  prescribed  by  the  Secre- 
tary of  the  Treasury,  adjusted  book  income 
shall  be  properly  adjusted  to  prevent  the 
omission  or  duplication  of  any  item.  The 
conferees  intend  that  adjustments  made 
under  this  provision  may  include  adjust- 
ments made  under  the  principles  of  section 
482.  The  Secretary  may  require  that  adjust- 
ments be  made  to  book  income  where  the 
principles  of  this  provision  otherwise  would 
be  avoided  through  the  disclosure  of  finan- 
cial information  through  footnotes  and 
other  supplementary  statements. 

The  conference  agreement  also  provides 
that  a  taxpayer's  current  earnings  and  prof- 
its for  the  taxable  year  may  be  used  in  cer- 
tain cases  for  purposes  of  the  book  income 
preference.  The  conferees  clarify  that  earn- 
ings and  profits  for  this  purpose  shall  be  de- 
termined without  diminution  by  reason  of 
distributions  or  federal  income  taxes  during 
the  taxable  year.  Moreover,  for  purposes  of 
this  provision,  earnings  and  profits  shall  not 
be  determined  with  regard  to  the  adjusted 
current  earnings  calculation  applicable  for 
years  beginning  after  1989.  In  calculating 
earnings  and  profits  for  an  affiliated  group 
of  corporations  filing  a  consolidated  return, 
appropriate  adjustments  will  be  made,  as 
prescribed  by  the  Secretary  of  the  Treasury, 
to  prevent  the  double  inclusion  of  earnings 
and  profits  through  the  operation  of  the 
consolidated  return  regulations  or  other- 
wise. 

Taxable  yean  beginning  after  December  31, 

1989 

Application  of  the  preference  in  general 

For  taxable  years  in  which  the  preference 

applies,     alternative     minimum     taxable 

income  is  increased  by  75  percent  of  the 

amount  by  which  adjusted  current  earnings 

exceeds     alternative     minimum     taxable 

income  (before  this  adjustment),  whether 


alternative  minimum  taxable  income  and 
adjusted  current  earnings  are  positive  or 
negative  amounts.  If  alternative  minimum 
taxable  income  (before  this  adjustment)  ex- 
ceeds the  amount  of  adjusted  current  earn- 
ings, then  alternative  minimum  taxable 
income  is  reduced  by  75  percent  of  such  dif- 
ference. However,  such  reduction  cannot 
exceed  the  excess  of  the  aggregate  amount 
by  which  alternative  minimum  taxable 
income  has  been  increased  as  a  result  of  this 
provision  in  prior  taxable  years,  less  the  ag- 
gregate amount  of  reductions  taken  in  prior 
years. 

For  example,  a  calendar  year  taxpayer  has 
adjusted  current  earnings  of  $400  in  1990. 
$300  in  1991.  and  $200  in  1992.  Alternative 
minimum  taxable  income  is  $300  for  each  of 
those  years.  In  1990,  adjusted  current  earn- 
ings exceeds  alternative  minimum  taxable 
income  by  $100,  75  percent  of  which  ($75) 
must  be  included  as  an  additional  item  of  al- 
ternative minimum  taxable  income.  In  1992, 
alternative  minimum '  taxable  income  ex- 
ceeds adjusted  current  earnings  by  $100, 
creating  a  potential  negative  adjustment  to 
alternative  minimum  taxable  income  of  $75. 
As  the  aggregate  increases  to  alternative 
minimum  taxable  income  for  prior  years 
equals  $75  (the  amount  added  to  alternative 
minimum  tax  in  1990)  and  there  are  no  ag- 
gregate reductions,  the  full  amount  of  the 
potential  negative  adjxistment  will  reduce 
alternative  minimum  taxable  income  for 
1992. 

A  positive  amount  is  always  considered  to 
be  in  excess  of  a  negative  amount  and  a 
smaller   negative   amount   in   excess   of   a 
larger  negative  amount.  Thus,  adjusted  cur- 
rent earnings  of  $20  exceeds  alternative 
minimum  taxable  income  of  negative  $20  by 
$40,  and  $30  (equal  to  75%  of  the  excess) 
would  be  includible  in  alternative  minimum 
taxable  income.  Likewise,  alternative  mini- 
mum taxable  income  of  negative  $20  ex- 
ceeds adjusted  current  earnings  of  negative 
$40  by  $20.  and  $15  (equal  to  75%  of  the 
excess)  could  be  used  to  reduce  alternative 
minimum  taxable  income  if  not  subject  to 
limitation. 
Adjusted  current  earnings 
In  general,  adjusted  current  earnings  re- 
quires the  same  treatment  of  an  item  as 
used  for  purposes  of  computing  altemktive 
minimum  taxable  income  (before  this  ad- 
justment). In  the  case  of  exclusion  items, 
however,  adjusted  current  earnings  requires 
the  same  treatment  of  an  item  as  used  for 
the  computation  of  regular  earnings  and 
profits  as  computed  for  purposes  of  Sub- 
chapter C.  An  exclusion  item  is  an  item  of 
income  or  expense  that  is  included  in  regu- 
lar earnings  and  profits  but  is  never  includ- 
ed in  the  computation  of  either  regular  or 
alternative  minimum  taxable  income  (e.g., 
interest  on  tax-exempt  bonds  and  the  por- 
tion of  dividends  excluded  under  the  divi- 
dends received  deduction).  For  this  purpose, 
the  fact  that  an  item  could  eventually  be  in- 
cluded   in    alternative    minimum    taxable 
income  on  the  liquidation  or  disposal  of  a 
business  (or  similar  circumstances)  will  not 
prevent  exclusion  item  treatment.  Addition- 
ally, adjusted  current  earnings  requires  dif- 
ferent   treatment    of    certain    specifically 
listed  items. 

An  exclusion  item  that  is  income  for  regu- 
lar earnings  and  profits  purposes  is  included 
In  adjusted  current  earnings.  Generally,  any 
Item  of  expense  that  Is  not  allowable  for 
any  year  for  alternative  minimum  tax  pur- 
poses solely  because  it  relates  to  an  exclu- 
sion item  of  Income  will  be  allowed  in  com- 
puting adjusted  current  earnings.  Thus,  in- 


terest on  all  tax-exempt  bonds  is  included  in 
adjusted  current  earnings,  as  well  as  the 
costs  incurred  to  carry  such  tax-exempt 
bonds.  However,  if  such  carrying  costs 
would  be  limited  in  the  compuUtion  of  Ux- 
able  income,  even  if  the  Income  to  which 
they  relate  is  fully  taxable,  then  the  costs 
will  be  similarly  limited  for  adjusted  current 
earnings.  Also,  the  original  issue  discount 
and  market  discount  rules  will  apply  to  tax- 
exempt  bonds  for  purposes  of  computing  ad- 
justed current  earnings  in  the  same  manner 
as  for  taxable  bonds. 

In  determining  the  amount  of  an  item  of 
deduction  or  loss  allowable  for  adjusted  cur- 
rent earnings,  no  deduction  is  allowed  for  an 
exclusion  Item  of  expense  or  deduction. 
Thus,  the  dividends  received  deduction  gen- 
erally is  not  allowed  for  adjusted  current 
earnings.  However,  an  exception  is  made  for 
deductions  allowed  under  section  243  or  245 
for  a  dividend  qualifying  for  a  100-percent 
dividends  received  deduction  if  the  payor 
and  recipient  corporation  could  not  be  mem- 
bers of  the  same  affiliated  group  under  sec- 
tion 1504  by  reason  of  section  1504(b),  to 
the  extent  the  payor  corporation  is  subject 
to  Federal  income  tax. 

For  example,  a  foreign  sales  corporation 
(FSC)  Is  prohibited  from  Inclusion  In  its 
parents  affiliated  group,  but  Is  subject  to 
Federal  income  tax  on  only  a  percentage  of 
its  Income.  The  portion  of  any  dividend  paid 
from  current  earnings  and  profits  to  the 
parent  equal  to  the  percentage  of  the  PSC's 
income  that  is  subject  to  Ux  would  be  eligi- 
ble for  exclusion  from  adjusted  current 
earnings.  In  the  case  of  dividends  received 
from  section  936  corporations,  a  dividends 
received  deduction  rule  is  used  for  adjusted 
current  earnings  that  generally  follows  the 
same  rule  that  applies  with  regard  to  the 
book  income  preference  (the  full  amount  of 
the  dividend  is  included  In  Income  and  a 
credit  allowed  for  a  percentage  of  the  with- 
holding tax.) 

Adjusted  current  earnings  measures  pre- 
tax income  without  diminution  by  reason  of 
any  distribution  made  during  the  taxable 
year.  Thus,  the  deduction  for  Federal  and 
foreign  income  tax  expense  allowed  for  reg- 
ular earnings  and  profits  purposes  is  not  al- 
lowed In  the  computation  of  adjusted  cyr- 
rent  earnings  (except  for  foreign  taxes 
where  the  taxpayer  elects  to  deduct  such 
Uxes  rather  than  claim  a  credit).  Moreover, 
no  deduction  is  allowed  with  respect  to  a 
dividend  paid. 

Depreciation  is  computed  for  the  adjusted 
current  earnings  using  the  slower  of  the 
method  used  in  connection  with  the  prepa- 
ration of  the  taxpayers  applicable  financial 
statement  or  the  applicable  earnings  and 
profits  method.  For  property  placed  in  serv- 
ice in  taxable  years  beginning  after  1989, 
the  applicable  earnings  and  profits  method 
Is  straight-line  over  the  ADR  midpoint  life. 
For  property  placed  in  service  after  1986  but 
before  the  first  taxable  year  beginning  after 
1989  and  to  which  the  amendments  made  by 
section  301  of  this  agreement  apply,  the  ap- 
plicable earnings  and  profits  method  gener- 
ally provides  for  depreciation  using  (1)  the 
adjusted  minimum  tax  basis  of  property  as 
of  the  close  of  the  last  taxable  year  begin- 
ning before  January  1.  1990,  (2)  the  remain- 
ing ADR  midpoint  life  of  the  property  at 
the  beginning  of  the  first  Uxable  year  be- 
ginning after  1989.  and  (3)  the  straight  line 
method.  For  property  to  which  the  section 
168  (as  In  effect  on  the  day  before  the  date 
of  the  enactment  of  this  Act)  applies,  the 
applicable  earnings  and  profits  method  pro- 
vides for  depreciation  using  (1)  the  adjusted 
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regular  Ux  basis  of  property  as  of  the  close 
of  the  last  taxable  year  beginning  before 
January  1.  1990.  (2)  the  remaining  ADR  life 
as  of  the  beginning  of  the  first  taxable  year 
beginning  after  1989,  and  (3)  the  straight- 
line  method.  For  property  placed  in  service 
before  1981,  the  applicable  earnings  and 
profits  method  is  the  same  method  as  is 
used  for  regular  tax  purposes. 

The  determination  of  whether  the 
method  used  in  connection  with  the  prepa- 
ration of  the  taxpayer's  applicable  financial 
statement  or  the  applicable  earnings  and 
profits  method  is  slower  is  calculated  by 
comparing  the  net  present  values  of  the  de- 
ductions provided  by  each  method.  In  the 
case  of  property  placed  in  service  in  taxable 
years  beginning  before  1990,  the  net  present 
value  of  deductions  is  to  be  determined  only 
with  regard  to  the  remaining  deductions  al- 
lowable in  taxable  years  beginning  after 
1M9.  In  making  this  determination,  the  net 
value  of  deductions  is  computed  using  the 
same  adjusted  basis  for  both  methods.  It  is 
anticipated  that  the  Secretary  of  the  Treas- 
ury will  publish  interest  rates  for  use  in 
computing  the  net  present  value  of  deduc- 
tions. In  the  absence  of  such  published 
rates,  the  applicable  federal  rate  (c.f.  sec- 
tion 1274(d))  for  the  period  equal  to  the 
ADR  life  of  the  property  may  be  used. 

Intangible  drilling  and  development  costs 
allowable  under  section  263(c)  are  capital- 
ized for  adjusted  current  earnings  and  am- 
ortized over  the  slower  of  the  method  used 
in  the  preparation  of  the  taxpayer's  applica- 
ble financial  accounting  statement  or  the 
60-month  period  beginning  with  the  month 
in  which  production  from  the  well  begins. 
In  the  case  of  a  taxpayer  recovering  intangi- 
ble drilling  and  development  costs  through 
unit  of  production  cost  depletion  for  finan- 
cial statement  purposes,  the  determination 
of  which  method  is  slower  will  be  done 
under  regulations  to  be  provided  by  the  Sec- 
retary of  the  Treasury,  talcing  into  account 
reasonable  estimates  of  the  rate  at  which 
the  intangible  drilling  and  development 
costs  are  expected  to  be  recovered  for  finan- 
cial accounting  purposes.  Similar  rules 
apply  with  respect  to  mining  exploration 
and  development  costs  in  comparing  the 
120|;month  period  with  the  method  used  in 
the  preparation  of  the  taxpayer's  applicable 
financial  statement. 

No  loss  is  allowed  in  the  determination  of 
adjusted  current  earnings  on  the  exchange 
of  any  pool  of  debt  obligations  for  another 
pool  of  debt  obligations  having  substantially 
the  same  effective  interest  rates  and  maturi- 
ties for  the  purpose  of  the  adjusted  earnings 
and  profits  method. 

Special  rules  apply  to  insurers  computing 
adjusted  current  earnings.  In  the  case  of  a 
life  insurance  company,  the  acquisition  ex- 
penses of  any  policy,  for  adjusted  current 
earnings  purposes,  must  be  capitalized  and 
amortized  in  accordance  with  the  method 
generally  required  at  the  time  such  costs  are 
insured  by  the  Financial  Accounting  Stand- 
ards Board  (FASB),  or.  if  the  FASH  has  not 
published  such  a  method,  under  guidelines 
issued  by  the  American  Institute  of  Certi- 
fled  Public  Accountants  that  relate  to  gen- 
erally accepted  accounting  principles.  Acqui- 
sition expenses  of  life  insurance  companies 
are  subject  to  this  treatment  on  a  fresh 
start  basis,  i.e..  in  calculating  adjusted  cur- 
rent earnings,  it  is  assumed  that  life  insur- 
ance acquisition  expenses  have  been  treated 
in  the  same  manner  as  required  under  this 
provision  for  prior  years.  Acquisition  ex- 
penses of  property  and  casualty  insurance 
companies  are  not  subject  to  this  treatment. 


because  the  unearned  premium  reserve  de- 
duction of  property  and  casualty  insurance 
companies  is  reduced  by  20  percent  (10  per- 
cent in  the  case  of  certain  bond  insurance) 
under  the  regular  tax.  as  a  method  of  ad- 
dressing mismatching  of  deductible  acquisi- 
tion expenses  and  deferred  premium 
income.  In  computing  adjusted  current 
earnings,  the  small  life  insurance  company 
deduction  under  section  806  and  the  elec- 
tion for  small  property  and  casualty  insur- 
ance companies  to  be  taxed  only  on  invest- 
ment income  under  section  831(b)  do  not 
apply. 

The  conference  agreement  clarifies  that 
inside  buildup  on  a  life  insurance  contract 
(as  determined  under  section  7702(g))  or  on 
an  aruiulty  policy  (as  determined  under  sec- 
tion 72(u)(2))  is  includible  in  adjusted  cur- 
rent earnings,  and  a  deduction  is  allowed  for 
that  portion  of  any  premium  that  is  attrib- 
utable to  insurance  coverage. 

In  the  case  of  a  corporation  that  has  expe- 
rienced a  change  of  ownership  after  the 
date  of  the  enactment  of  this  Act.  the  basis 
of  the  property  of  the  corporation  many 
not,  for  adjusted  current  earnings,  exceed 
the  allocable  portion  of  the  purchase  price 
paid  for  the  corporation. 

Certain  other  adjustments  required  by 
section  312(n)  (i.e..  under  paragraphs  1 
through  6)  generally  are  required  in  deter- 
mining adjusted  current  earnings,  subject  to 
the  rules  regarding  dates  that  apply  for 
such  purposes.  For  example,  in  the  case  of  a 
disposition  of  property  occurring  in  1990  or 
thereafter,  use  of  the  installment  method  is 
not  allowable  in  determining  adjusted  cur- 
rent earnings  even  if  the  use  of  such 
method  is  otherwise  allowable  for  minimum 
tax  purposes. 

For  the  purposes  of  section  312(n)(l), 
which  requires  the  capitalization  of  con- 
struction period  carrying  charges,  the  con- 
ferees intend  that  the  "avoided  cost 
method"  under  section  263A  shall  apply  to 
determine  the  amount  of  interest  allocable 
to  production.  Under  section  312(n)(l),  the 
avoided  cost  method  is  intended  to  apply  ir- 
respective of  whether  application  of  such 
method  (or  a  similar  method)  is  required, 
authorized,  or  considered  appropriate  under 
financial  or  regulatory  accounting  princi- 
ples applicable  to  the  taxpayer.  Thus,  for 
example,  a  utility  company  must  apply  the 
avoided  cost  method  of  determining  capital- 
ized interest  under  section  312(n)(l)  even 
though  a  different  method  is  authorized  or 
required  by  Financial  Accounting  Standards 
Board  Statement  34  or  the  regulatory  au- 
thority having  jurisdiction  over  the  utility. 
The  growing  of  timt>er  or  other  crops  is  not 
considered  construction  under  section 
312(n)(l). 

The  conferees  intend  that  no  inference  is 
to  be  drawn  from  the  classification  of  an 
item  as  a  specifically  listed  item  as  to  cur- 
rent treatment  for  regular  earnings  and 
profits  purposes  or  as  to  whether  such  a 
specificially  listed  item  is  an  exclusion  item. 

In  calculating  adjusted  current  earnings 
for  an  affiliated  group  of  corporations  filing 
a  consolidated  return,  appropriate  adjust- 
ments will  be  made,  as  prescribed  by  the 
Secretary  of  the  Treasury,  to  prevent  the 
double  inclusion  of  any  item  of  adjusted 
current  earnings  through  the  operation  of 
the  consolidated  return  regulations  or  oth- 
erwise. The  determination  of  whether  a  con- 
solidated group  is  eligible  to  decrease  alter- 
native minimum  taxable  income  as  a  result 
of  alternative  minimum  taxable  income  ex- 
ceeding adjusted  current  earnings  is  expect- 
ed to  be  made  at  the  consolidated  level. 


Separate  item  allocation 

The  conferees  understand  that  reliance  on 
adjusted  earnings  and  profits  has  conse- 
quences regarding  compliance  by  taxpayers 
who  already  must  lieep  records  based  on  the 
regular  tax  and  general  minimum  tax  sys- 
tems. It  is  intended  that  the  adjusted  earn- 
ings and  profits  and  general  minimum  tax 
systems  be  integrated  regarding  recordlceep- 
ing  to  the  maximum  extent  feasible.  The 
conferees  anticipate  that  before  the  end  of 
1989.  the  Secretary  of  the  Treasury  will  pro- 
vide guidance  through  regulations  or  rulings 
regarding  such  integration.  The  furtherance 
of  such  integration  should  also  be  consid- 
ered in  the  Treasury  study  regarding  book 
income  and  earnings  and  profits  that  is 
mandated  under  the  Act. 

StiLdy 

The  conferees  direct  the  Secretary  of  the 
Treasury  to  study  and  to  report  regarding 
the  book  income  and  earnings  and  profits 
provisions,  including  refinements  that  may 
be  appropriate  (e.g..  with  regard  to  the  ap- 
plication of  the  separate  item  allocation 
election). 

The  final  report  is  to  be  submitted,  by 
January  1,  1989.  to  the  House  Committee  on 
Ways  and  Means  and  the  Senate  Committee 
on  Finance. 

5.  Regular  Tax  Elections 

Present  Law 
Taxpayers   generally   can   elect   to   have 
minimum  tax  rules  for  measuring  a  particu- 
lar item  apply  for  regular  tax  purposes. 

House  Bill 
Under  the  House  bill,  taxpayers  generally 
can  elect  to  have  minimum  tax  rules  for 
measuring  a  particular  item  apply  for  regu- 
lar tax  purposes. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference    agreement   follows    the 
House  bill  and  the  Senate  amendment. 

6.  Ailjustmenta  in  Other  Years  When  Taxpayer 

Pays  Minimum  Tax 

Present  Law 
Minimum  tax  liability  incurred  by  a  tax- 
payer in  one  year  has  no  effect  on  regular 
tax  liability  in  other  years. 

House  Bill 
Under  the  House  bill,  the  amount  of  mini- 
mum tax  liability  is  allowed  as  a  carryfor- 
ward credit  against  regular  tax  liability. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  credit  is  allowed 
only  with  respect  to  minimum  tax  liability 
relating  to  deferral  preferences. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment.  The  minimum 
tax  preference.  descrit>ed  in  section  X  of 
this  report,  regarding  deductions  deter- 
mined under  section  833(b).  is  treated  as  an 
exclusion  preference.  Moreover,  for  taxable 
years  beginning  in  1990  or  thereafter,  the 
items  included  by  reason  of  the  preference 
for  earnings  and  profits  that  otherwise 
would  be  permanently  excluded  from  alter- 
native minimum  taxable  income  (e.g..  divi- 
dends received  and  tax-exempt  interest)  are 
treated  as  exclusion  items. 
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7.  Incentive  Tax  Credita 

Present  Lav) 
Incentive  tax  credits  are  not  allowed 
against  the  minimum  tax.  Credits  that  do 
not  benefit  the  taxpayer  due  to  the  mini- 
mum tax  can  be  used  as  credit  carryovers 
against  the  regular  tax. 

House  Bill 
Under  the  House  bill,  incentive  tax  credits 
generally  are  not  allowed  against  the  mini- 
mum tax.  Credits  that  do  not  benefit  the 
taxpayer  due  to  the  minimum  tax  can  be 
used  as  credit  carryovers  against  the  regular 
tax.  Corporations  with  net  operating  losses 
In  two  of  the  last  three  years  before  1986 
can  use  pre-1986  credits  to  offset  75  percent 
of  minimum  Ux  liability.  The  Puerto  Rico 
and  possessions  tax  credit  (sec.  936)  does  not 
give  rise  to  minimum  tax  liability. 
Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  no  credits  can  be 
used  by  siny  corporation  to  offset  minimum 
tax  liabUity. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  except  that,  as 
a  transition  rule,  regular  Investment  tax 
credits  are  permitted,  in  effect,  to  reduce 
minimum  tax  liability  by  25  percent.  Under 
this  modification,  such  credits  can  be  used 
to  reduce  regular  tax  liability  to  75  percent 
of  tenUtive  minimum  tax  liability,  rather 
than  only  to  the  full  amount  of  such  liabil- 
ity. Moreover,  such  credits  can  Instead  be 
used  to  offset  25  percent  of  the  taxpayer's 
tentative  minimum  tax  for  the  year,  where 
this  results  in  permitting  a  greater  amount 
of  such  credits  to  be  used.  The  amount  of 
minimum  tax  that  is  treated  as  paid,  for 
purposes  of  the  minimum  tax  credit,  is  de- 
termined without  regard  to  the  use  of  in- 
vestment tax  credits. 

For  example,  assume  that,  disregarding 
Investment  tax  credits.  Corporation  A  would 
have  a  reg\ilar  tax  liability  of  $10  million 
and  a  tentative  minimum  tax  liability  of  $4 
million.  A  can  use  up  to  $7  million  of  invest- 
ment tax  credits,  reducing  A's  tax  liability 
to  $3  million  (treated  as  a  payment  of  regu- 
lar rather  than  of  minimum  tax). 

Moreover,  assume  that,  disregarding  in- 
vestment tax  credits.  Corporation  B  would 
have  a  regular  tax  liability  of  zero  and  a 
tentative  minimum  tax  liability  of  $4  mil- 
lion. B  can  use  up  to  $1  million  of  invest- 
ment tax  credits,  reducing  B's  tax  liability 
to  $3  million.  This  gives  rise  to  a  minimum 
Ux  credit  of  $4  million  in  the  event  that  all 
of  B's  preferences  are  deferral  preferences, 
since  the  minimum  tax  credit  is  measured 
without  regard  to  the  use  of  the  investment 
tax  credit. 

Further,  assume  that,  disregarding  invest- 
ment tax  credite.  Corporation  C  would  have 
a  regular  tax  liability  of  $3.5  million  and  a 
tentative  minimum  tax  liability  of  $4  mil- 
lion. C  can  use  up  to  $1  million  of  invest- 
ment tax  credits,  reducing  C's  tax  liability 
to  $3  million.  This  gives  rise  to  a  minimum 
Ux  credit  of  $500,000,  if  all  of  C's  prefer- 
ences are  deferral  preferences. 

The  rule  for  investment  tax  credits  is  ap- 
plied consistently  with  the  amount  of  tenU- 
tive minimum  tax  liability  in  light  of  the 
limitations,  described  below,  on  the  use  of 
foreign  Ux  crediU  and  net  operating  losses. 
Thus,  for  example,  assume  that  a  Uxpayer 
would  have  no  regular  tax  liability,  and  a 
minimum  tax  liabUity  of  $10  million  in  the 
absence  of  foreign  Ux  credits,  net  operating 
losses,  and  investment  tax  credits.  As  de- 
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scribed  below,  foreign  tax  credits  and  net 
operating  losses  could  not  be  used  to  reduce 
minimum  tax  liability  to  less  than  $1  mil- 
lion. To  the  extent  that  such  losses  and 
credits  did  not  so  reduce  minimum  tax  li- 
ability, investment  Ux  credits  could  then  be 
used  to  reduce  such  liability  to  $1  million. 

The  conference  agreement  provides  a 
technical  correction  regarding  the  treat- 
ment of  income  eligible  for  the  section  936 
credit.  Under  this  correction,  it  is  clarified 
that  income  of  a  section  936  corporation  eli- 
gible for  the  credit  generally  is  excluded 
from  alternative  minimum  taxable  Income 
(including  the  preference  for  book  income 
or  earnings  and  profits).'  However,  a  Ux- 
payer that  qualifies  for  the  section  936 
credit  may  be  subject  to  minimum  Ux  with 
respect  to  Income  not  qualifying  for  the 
credit. 

It  is  clarified  that,  for  purposes  of  the 
minimum  Ux,  the  megawatUge  of  an  elec- 
tric generating  unit  is  to  be  determined  with 
reference  to  the  Summon/  Information 
Report  (NUREG-0871,  Vol.  No.  4,  Issue 
Date:  October  1985).  published  by  the  U.S. 
Nuclear  Regulatory  Commission. 
8.  Foreign  Tax  Credit 

Present  Law 
Foreign  preferences  are  not  subject  to  the 
add-on  tax. 

House  BiU 
Under  the  House  bill,  foreign  tax  credits 
are  allowed  against  the  minimum  tax,  under 
limits  similar  to  those  applying  under  the 
regular  Ux.  Credits  that  cannot  be  used  In 
the  current  taxable  year  because  of  these 
limits  are  carried  over  under  a  system  sepa- 
rate from  but  parallel  to  that  applying  for 
regular  tax  purposes. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bin,  except  that  foreign  tax  credits 
cannot  offset  more  than  90  percent  of  tenU- 
tive minimum  tax  liability. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment.  For  taxable 
years  beginning  in  1990  or  thereafter,  items 
included  in  alternative  minimum  taxable 
income  by  reason  of  the  preference  for 
earnings  and  profits  are  sourced,  for  pur- 
poses of  the  section  904  limiUtion,  on  an 
item-by-item  basis.  It  is  clarified  that  the 
taxpayer's  regular  Ux  election  regarding 
whether  to  treat  foreign  taxes  as  giving  rise 
to  a  deduction  or  a  credit  is  controlling  for 
minimum  Ux  purposes  as  well.  Moreover,  In 
light  of  the  limlUtion  on  the  use  of  net  op- 
erating losses,  described  below,  it  Is  provided 
that  foreign  tax  credits  cannot  offset  more 
than  90  percent  of  minimum  tax  liability  as 
determined  without  regard  to  foreign  tax 
credits  and  net  operating  losses. 

For  example,  assume  that  In  1987  a  Ux- 
payer has  $10  million  of  alternative  mini- 
mum taxable  income  for  the  year.  In  the  ab- 
sence of  net  operating  losses  or  foreign  tax 
credits,  the  taxpayer's  tentative  minimum 
tax  liability  (I.e.,  liability  as  determined 
without  regard  to  the  amount  of  regular  tax 
liability)  would  equal  $2  million.  Accordlng- 


'  However,  as  discussed  above,  a  dividend  paid  by 
a  section  936  corporation  to  its  parent  corporation 
may  in  effect  be  included  in  minimum  taxable 
income,  by  adding  to  the  amount  of  the  parent's 
preference  for  book  income  or  earnings  and  profits. 
In  such  a  case,  an  adjustment  is  made  for  foreign 
taxes  paid  with  respect  to  such  dividends  by  gross- 
ing up  the  dividends  by  the  amount  of  such  taxes 
and  treating  such  taxes  as  paid  by  the  parent  for 
purposes  of  the  foreign  tax  credit. 


ly,  foreign  tax  credits  cannot  be  used  to 
reduce  liability  to  less  than  $200,000,  wheth- 
er or  not  the  Uxpayer  has  any  minimum 
tax  net  operating  losses. 

It  is  clarified  that,  with  regard  to  years 
prior  to  the  effective  date  of  the  corporate 
alternative  minimum  tax.  rules  apply  simi- 
lar to  those  applying  In  1982  upon  the  en- 
actment of  the  Individual  alternative  mini- 
mum tax.  Thus,  pre-effective  date  regular 
tax  foreign  Ux  credits  carried  forward  to 
1987  are  treated  as  minimum  tax  foreign  tax 
credit  carryforwards,  and  minimum  Ux  for- 
eign tax  credits  are  reduced  by  the  amount 
of  any  foreign  tax  credits  carried  back,  for 
regular  Ux  purposes,  to  years  prior  to  1987. 

9.  Net  Operating  Loaaea  (NOU) 
Present  Law 
Net  operating  losses  are  not  directly  taken 
into  account  In  calculating  the  add-on  Ux. 
However,  a  taxpayer  that  would  have  an 
NOL  even  in  the  absence  of  the  enumerated 
preferences  may  defer  the  add-on  ux  until 
the  NOLs  attributable  to  such  preferences 
are  used  to  offset  taxable  Income. 

House  BiU 

Under  the  House  bill,  the  net  operating 
loss  deduction  is  allowed  against  alternative 
minimum  taxable  Income.  For  any  taxable 
year  beginning  after  1985,  the  minimum  Ux 
Is  reduced  by  the  Items  of  tax  preference 
arising  in  that  year.  Minimum  tax  NOLs  are 
carried  over  under  a  system  separate  from 
but  parallel  to  that  applying  for  regular  tax 
purposes. 

Senate  Amendment, 

The  Senate  amendment  is  the  same  as  the 
House  bill  for  Uxable  years  beginning  after 
1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment, 
except  that  NOLs  cannot  offset  more  than 
90  percent  of  alternative  minimum  taxable 
income.  As  with  the  90  percent  limlutlon  on 
the  use  of  the  foreign  tax  credit.  amounU 
disallowed  by  reason  of  this  limlUtlon  may 
be  carried  over  to  other  taxable  years. 

Thus,  for  example,  assume  that  in  1987  a 
taxpayer  has  $10  million  of  alternative  mini- 
mum taxable  Income  for  the  year,  and  minl- 
mtim  tax  NOLs  in  the  amount  of  $11  mil- 
lion. The  NOLs  reduce  alternative  minimum 
taxable  Income  to  $1  million.  This  gives  rise 
to  tenUtlve  minimum  tax  liability  of 
$200,000.  The  taxpayer  carries  forward  $2 
million  of  minimum  tax  NOLs  to  1988.  Since 
the  allowability  of  net  operating  losses  is  de- 
termined prior  to  the  allowability  of  foreign 
tax  credits,  this  taxpayer  would  not  be  per- 
mitted to  use  any  minimum  tax  foreign  tax 
credits  In  1987. 

It  Is  clarified  that,  in  light  of  the  parallel 
nature  of  the  regular  tax  and  minimum  tax 
systems,  any  llmlUtlons  applying  for  regu- 
lar tax  purposes  to  the  use  by  a  consolidated 
group  of  NOLs  or  current  year  losses  (e.g.. 
section  1503)  apply  for  minimum  tax  pur- 
poses as  well.  Moreover,  It  is  clarified  that 
an  election  under  section  172(b)(3HC)  to  re- 
linquish the  carryback  period  applies  for 
both  regular  tax  and  minimum  tax  pur- 
poses. 
10.  Estimated  Tax  PaymenU 

Present  Law 

Corporations  are  not  required  to  make  es- 
timated tax  payments  with  respect  to  mini- 
mum tax  liability. 
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House  Bill 

The  House  bill  requires  that  estimated  tax 
payments  be  made  with  respect  to  minimum 
tax  liability. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 

The   conference   agreement    follows   the 
House  bill  and  the  Senate  amendment. 
11.  EITcctive  Date 

House  Bill 

The  House  bill  applies  for  taxable  yesu^ 
beginning  after  December  31. 1985. 
Senate  Amendment 

The  Senate  amendment  applies  for  tax- 
able years  beginning  after  December  31. 
1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

TITLE  VIII.  ACCOUNTING  PROVISIONS 

A.  LimiUtioiM  on  the  Uie  of  the  Cash  Method  of 

Accounting 

Present  Law 

A  taxpayer  generally  may  elect  to  use  any 
method  of  accounting  that  clearly  reflects 
income  and  is  regularly  used  in  keeping  its 
books.  Taxpayers  using  the  cash  method  of 
accounting  generally  recognize  items  of 
income  when  actually  or  constructively  re- 
ceived and  items  of  expense  when  paid.  Tax 
shelters  using  the  cash  method  of  account- 
ing generally  may  not  recognize  items  of  ex- 
pense prior  to  economic  performance. 

Taxpayers  using  the  accrual  method  of  ac- 
counting generally  accrue  items  as  income 
when  all  the  events  have  occurred  that  es- 
tablish the  right  to  receive  the  income  and 
the  amount  of  income  can  be  determined 
with  reasonable  accuracy.  Taxpayers  using 
the  accrual  method  of  accounting  generally 
may  not  deduct  items  of  expense  prior  to 
the  time  of  economic  performance.  Taxpay- 
ers are  required  to  keep  inventories  and  to 
use  the  accrual  method  of  accounting  with 
respect  to  inventory  items  if  the  production, 
purchase,  or  sale  of  merchandise  is  a  materi- 
al income  producing  factor  to  the  taxpayer 
(sec.  471).  Certain  corporations  engaged  in 
agricultural  activities  with  gross  receipts  ex- 
ceeding $1  million  are  required  to  use  the 
accrual  method  of  accounting  (sec.  447). 
House  Bill 

The  House  bill  generally  provides  that  the 
cash  method  of  accounting  may  not  be  used 
by  any  C  corporation,  by  any  partnership 
that  has  a  C  corporation  as  a  partner,  or  by 
a  tax-exempt  trust  with  unrelated  business 
income.  Exceptions  are  made  for  farming 
businesses,  qualified  personal  service  corpo- 
rations, and  entities  with  average  annual 
gross  receipts  of  $5  million  or  less  for  all 
prior  taxable  years  (including  the  prior  tax- 
able years  of  any  predecessor  of  the  entity). 

A  qualified  personal  service  corporation  is 
a  corporation  that  meets  both  a  function 
test  and  an  ownership  test.  The  function 
test  is  met  if  substantially  all  the  activities 
of  the  corporation  are  the  performance  of 
services  in  the  field  of  health,  law.  engineer- 
ing (including  surveying  and  mapping),  ar- 
chitecture, accounting,  actuarial  science, 
performing  arts  or  consulting. 

The  ownership  test  is  met  if  substantially 
all  of  the  value  of  the  outstanding  stock  in 
the  corporation  is  owned  by  employees  per- 
forming services  for  the  corporation  in  a 
field  satisfying  the  function  test,  retired  in- 
dividuals who  performed  services  for  the 


corporation  or  its  predecessor  s)  in  such  a 
field,  the  estate  of  such  an  individual,  or 
any  person  who  acquired  its  ownership  in- 
terest as  a  result  of  the  death  of  such  an  in- 
dividual within  the  prior  24  months.  For  the 
purpose  of  applying  the  ownership  test, 
stock  owned  by  a  partnership,  an  S  corpora- 
tion or  a  qualified  personal  service  corpora- 
tion will  be  considered  as  owned  by  its  part- 
ners or  shareholders.  The  ownership  test  is 
applied  without  regard  to  any  community 
property  law. 

A  taxpayer,  other  than  a  financial  institu- 
tion or  a  utility,  is  not  required  to  accrue  as 
income  any  amount  to  be  received  for  the 
performance  of  services  prior  to  the  time 
the  amount  is  billed.  Similarly,  the  House 
bill  provides  that  economic  performance  of 
services  provided  to  an  accrual  basis  taxpay- 
er will  not  be  considered  to  have  occurred 
prior  to  the  time  the  taxpayer  is  billed  for 
the  services,  unless  the  services  are  per- 
formed by  an  employee  of  the  taxpayer.  In 
addition,  a  taxpayer,  other  than  a  financial 
institution,  is  not  required  to  accrue  as 
income  any  amount  to  be  received  for  the 
performance  of  services  that,  on  the  basis  of 
experience,  will  not  be  collected,  as  long  as 
unpaid  balances  do  not  bear  interest  or 
result  in  a  late  payment  charge. 

The  provision  of  the  House  bill  is  effective 
for  taxable  years  beginning  after  December 
31.  1985.  Any  change  from  the  cash  method 
of  accounting  required  as  a  result  of  this 
provision  is  treated  as  a  change  in  the  tax- 
payer's method  of  accounting,  initiated  by 
the  taxpayer  with  the  consent  of  the  Secre- 
tary of  the  Treasury.  Any  adjustment  to 
income  resulting  from  the  change  is  recog- 
nized over  a  period  not  to  exceed  five  years 
(not  to  exceed  10  years  in  the  case  of  a  hos- 
pital). Taxpayers  may  elect  to  continue  to 
repwrt  income  from  loans,  leases,  and  trans- 
actions with  related  persons,  entered  into 
before  September  25.  1985,  using  the  cash 
method. 

Senate  Amendment 

The  Senate  amendment  provides  that  the 
cash  method  of  accounting  may  not  be  used 
by  any  financial  institution,  bank  for  coop- 
eratives, production  credit  association,  or  fi- 
nance company  qualifying  to  use  the  reserve 
method  of  computing  losses  on  bad  debts. 

A  financial  institution  is  any  organization 
described  in  section  581  (relating  to  banks, 
including  mutual  savings  banks,  cooperative 
banks,  and  building  and  loan  associations) 
and  section  586  (relating  to  small  business 
investment  companies  and  business  develop- 
ment corporations).  A  bank  for  cooperatives 
is  an  institution  chartered  pursuant  to  sec- 
tion 2121  of  Title  12  of  the  United  States 
Code.  A  production  credit  association  is  an 
institution  chartered  pursuant  to  section 
2091  of  Title  12  of  the  United  States  Code. 

The  finance  companies  that  may  not  use 
the  cash  method  of  accounting  under  the 
amendment  are  those  persons  meeting  the 
definition  of  a  lending  or  finance  company 
contained  in  section  542(c)(6)  that  has  as  a 
substantial  portion  of  its  business  the 
making  of  loans  to  members  of  the  general 
public.  Income  from  a  loan  that  arises  from 
the  sale  of  property  or  services  that  were 
sold  or  manufactured  by  the  taxpayer  (or 
an  affiliate  of  the  taxpayer)  is  not  consid- 
ered as  income  derived  from  the  active  and 
regular  conduct  of  a  lending  or  finance  busi- 
ness for  these  purposes. 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31,  1986. 
Any  change  from  the  cash  method  of  ac- 
counting required  as  a  result  of  this  provi- 
sion is  treated  as  a  change  in  the  taxpayer's 


method  of  accounting,  initiated  by  the  tax- 
payer with  the  consent  of  the  Secretary  of 
the  Treasury.  Any  adjustment  to  income  re- 
sulting from  the  change  is  recognized  over  a 
period  not  to  exceed  five  years. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  House  bill  with  certain  modifica- 
tions. 

Tax  shelters 

The  conference  agreement  provides  that 
the  cash  method  of  accounting  may  not  be 
used  by  any  tax  shelter.  For  this  purpose,  a 
tax  shelter  is  defined  in  the  same  manner  as 
under  section  461(i)  of  present  law.  Thus,  a 
tax  shelter  is  (a)  any  enterprise  (other  than 
a  C  corporation)  if  at  any  time  interests  in 
such  enterprise  have  been  offered  for  sale  in 
any  offering  required  to  be  registered  with 
any  Federal  or  State  agency  having  the  au- 
thority to  regulate  the  offering  of  securities 
for  sale,  (b)  any  syndicate  within  the  mean- 
ing of  section  1256(e)(3).  or  (c)  any  tax  shel- 
ter within  the  meaning  of  section 
6661(b)(2)(C)(ii).  In  the  case  of  an  enter- 
prise engaged  in  the  trade  or  business  of 
farming,  a  tax  shelter  is  (a)  any  tax  shelter 
within  the  meaning  of  section 
6661(b)(2)(C)(ii)  or  (b)  a  farming  syndicate 
within  the  meaning  of  section  464(c). 

The  exceptions  to  the  general  rule  for 
farming  businesses,  qualified  personal  serv- 
ice corporations,  and  entities  with  average 
annual  gross  receipts  of  $5  million  or  less  do 
not  apply  in  the  case  of  tax  shelters. 

The  conference  agreement  further  pro- 
vides that  a  tax  shelter  may  not  take  advan- 
tage of  the  recurring  item  exception  under 
section  461(hK3)  to  the  rule  requiring  eco- 
nomic performance  before  an  accrual  basis 
taxpayer  may  deduct  an  item  of  expense. 
However,  in  the  case  of  a  taxshelter  eco- 
nomic performance  with  respect  to  the  drill- 
ing of  an  oil  and  gas  well  will  be  considered 
to  have  occurred  if  the  drilling  of  the  well 
commences  within  90  days  of  the  close  of 
the  taxable  year. 
Qualified  personal  service  corporations 

The  conference  agreement  also  changes 
the  requirements  of  the  ownership  test 
under  the  definition  of  a  qualified  personal 
service  corporation.  In  order  to  meet  the 
ownership  test  under  the  conference  agree- 
ment, substantially  all  (i.e.,  at  least  95  per- 
cent) of  the  value  of  the  stock  of  the  corpo- 
ration must  be  held,  directly  or  indirectly, 
by  employees  performing  services  for  such 
corporation  in  connection  with  the  qualified 
services  performed  by  the  company,  retired 
employees  who  had  performed  such  serv- 
ices, the  estate  of  any  such  current  or  re- 
tired employee,  or  any  other  person  who  ac- 
quired stock  by  reason  of  the  death  of  such 
an  employee  (for  the  2-year  period  begin- 
ning with  the  death  of  such  employee.)  In 
applying  the  ownership  test,  the  applicable 
community  property  laws  of  any  State  are 
to  be  disregarded,  stock  held  by  any  plan  de- 
scribed in  section  401(a)  that  is  exempt 
from  tax  under  section  501(a)  is  treated  as 
held  by  the  employees  of  the  entity  and.  at 
the  election  of  the  common  parent  of  an  af- 
filiated group,  all  members  of  such  affili- 
ated group  may  be  treated  as  a  single  entity 
for  the  purpose  of  applying  the  ownership 
test  if  substantially  all  of  the  activities  of 
such  members  involve  the  performance  of 
services  in  the  same  qualified  field. 
Farming  businesses 

The  conference  agreement  provides  that, 
for  the  purpose  of  determining  whether  an 
entity  is  engaged  in  a  farming  business,  the 
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definition  of  farming  shall  include  the  rais- 
ing or  harvesting  of  trees  (including  ever- 
green trees  that  are  not  subject  to  the  capi- 
talization provisions  of  section  263 A.) 
Gross  receipts  test 

The  conference  agreement  provides  that 
the  gross  receipts  test  will  lie  considered  to 
have  been  met  if  the  entity  had  average 
annual  gross  receipts  of  $5  million  or  less 
for  all  prior  taxable  years  (including  the 
prior  taxable  years  of  any  predecessor 
entity)  beginning  after  December  31, 1985. 
BMing  rule 

The  conference  agreement  deletes  the 
provision  of  the  House  bill  providing  that  a 
taxpayer,  other  than  a  financial  institution 
or  a  utility,  is  not  required  to  accrue  as 
income  any  amount  to  be  received  for  the 
performance  of  services  prior  to  the  time 
the  amount  was  billed.  Similarly,  the  con- 
ference agreement  deletes  the  provision  of 
the  House  bill  providing  that  economic  per- 
formance of  services  provided  to  an  accrual 
basis  taxpayer  generally  will  not  be  consid- 
ered to  have  occurred  prior  to  the  time  the 
taxpayer  is  billed.  In  not  adopting  these  two 
provisions  of  the  House  bill,  the  conferees 
intend  that  no  inference  is  to  be  drawn  with 
regard  to  when  economic  performance 
occurs  under  present  law. 
Effective  date 

The  provision  of  the  conference  agree- 
ment is  effective  for  Uxable  years  beginning 
after  December  31,  1986.  The  provision  of 
the  House  biU  allowing  taxpayers  to  elect  to 
continue  to  report  income  from  loans, 
leases,  certain  real  property  contracts,  and 
transactions  with  related  parties  entered 
into  before  September  25,  1985,  using  the 
cash  method,  applies  to  tax  shelters  as  well 
as  other  entities.  Any  change  from  the  cash 
method  required  by  this  provision  is  treated 
as  initiated  by  the  taxpayer  with  the  con- 
sent of  the  Secretary  of  the  Treasury.  Any 
adjustment  required  by  section  481  as  a 
result  of  such  change  generally  shall  be 
taken  into  account  over  a  period  not  to 
exceed  four  years.  It  is  the  intent  of  the 
conferees  that  this  apply  to  all  changes  re- 
sulting from  the  provision,  including  any 
changes  necessitated  by  the  rule  that  cer- 
tain accrual  taxpayers,  including  taxpayers 
presently  on  the  accrual  method  of  account- 
ing, need  not  recognize  income  on  amounts 
statistically  determined  not  to  be  collectible. 
In  the  case  of  a  hospital,  the  adjustment 
shall  be  taken  into  account  ratably  over  a 
ten-year  period.  For  this  purpose,  a  hospital 
is  not  required  to  be  owned  by  or  on  behalf 
of  a  governmental  unit  or  by  a  501(c)(3)  or- 
ganization or  operated  by  a  501(c)(3)  organi- 
zation to  meet  the  definition  of  a  hospital. 

The  conferees  intend  that  the  timing  of 
the  section  481  adjustment  other  than  for  a 
hospital  will  be  determined  under  the  provi- 
sions of  Revenue  Procedure  84-74,  1984-2 
C.B.  736.  In  addition,  the  conferees  intend 
that  (i)  net  operating  loss  and  tax  credit  car- 
ryforwards will  be  allowed  to  offset  any 
positive  section  481  adjustment;  (11)  for  pur- 
poses of  determining  estimated  tax  pay- 
ments, the  section  481  adjustment  will  be 
recognized  in  taxable  income  ratably 
throughout  the  year  in  question;  and  (iii) 
the  timing  of  a  negative  section  481  adjust- 
ment shall  be  determined  as  If  the  adjust- 
ment were  positive. 

The  conferees  are  aware  that  taxpayers 
may  request  from  the  Internal  Revenue 
Service  permission  to  change  their  taxable 
years.  In  addition,  the  Treasury  Depart- 
ment has  issued  several  administrative  pro- 
nouncements   and    regulations    permitting 


Uxpayers  to  change  their  taxable  years  in 
certain  circumstances  without  prior  permis- 
sion of  the  Internal  Revenue  Service.  The 
effective  date  of  many  of  the  provisions  of 
the  conference  agreement  relate  to  com- 
mencement or  end  of  the  taxpayer's  taxable 
year.  As  a  result,  the  Treasury  Department 
may  exercise  its  administrative  authority  to 
modify  its  rules  to  prevent  the  avoidance  of 
these  effective  dates. 

B.  Simpliried  Dollar  Value  UFO  Method  for 
Certain  Small  Businesses 
Present  Law 
Taxpayers  using  the  dollar-value  LIPO 
(last-in,  first-out)  method  of  accounting  for 
inventories  are  allowed,  under  Treasury  reg- 
ulations, to  construct  the  indexes  necessitat- 
ed by  the  use  of  the  LIPO  method  from 
data  published  by  the  Bureau  of  Labor  Sta- 
tistics. These  indexes  are  constructed  for 
any  particular  taxpayer  by  taking  a  weight- 
ed average  of  price  changes  for  the  specific 
categories  of  inventory  that  the  Uxpayer 
holds.  A  taxpayer  with  average  annual  gross 
receipts  for  its  most  recent  three  years  of  $2 
million  or  less  may  use  100  percent  of  the 
constructed  index.  Taxpayers  with  average 
annual  gross  receipts  in  excess  of  $2  million 
are  limited  to  an  index  equal  to  80  percent 
of  the  constructed  index. 

Inventory  values  under  the  dollar-value 
LIPO  method  normally  are  determined  by 
comparison  of  current  prices  or  indexes 
with  the  prices  or  indexes  for  the  same 
items  in  the  first  year  in  which  the  LIPO 
method  was  used  (the  "double-extension" 
method).  If  the  permission  of  the  Secretary 
of  the  Treasury  is  obtained,  values  also  may 
be  determined  by  comparing  current  prices 
or  indexes  with  the  prior  year's  prices  or  in- 
dexes to  determine  an  annual  price  change 
component,  and  applying  that  component  to 
all  prior  annual  price  change  components 
(the  "link-chain"  method). 

The  LIPO  method  of  accounting  normally 
requires  items  of  inventory  to  be  grouped 
together  in  inventory  pools.  Wholesalers,  re- 
tailers, jobbers,  and  distributors  generally 
determine  their  pools  with  reference  to 
their  major  lines,  types,  or  classes  of  goods. 
Manufacturers  may  group  all  inventory 
items  that  represent  a  natural  business  unit 
into  a  single  pool.  A  taxpayer  with  average 
annual  gross  receipts  of  $2  million  or  less 
for  its  three  most  recent  taxable  years  may 
elect  to  use  a  single  pool  for  all  inventory 
items  (Code  sec.  474). 

House  BiU 
The  House  bill  provides  an  election  to  use 
a  simplified  dollar-value  LIPO  method  to 
taxpayers  whose  average  annual  gross  re- 
ceipts for  the  three  preceding  taxable  years 
(or  for  such  portion  of  the  preceding  three 
taxable  years  that  the  taxpayer  actively  has 
been  engaged  in  a  trade  or  business^  are  $5 
million  or  less.  All  persons  who  are  members 
of  a  controlled  group,  defined  as  those  per- 
sons who  would  be  treated  as  a  single  em- 
ployer by  the  Treasury  regulations  pre- 
scribed under  section  52,  are  treated  as  a 
single  taxpayer  for  the  purpose  of  determin- 
ing average  annual  gross  receipts. 

The  simplified  dollar-value  LIPO  method 
uses  multiple  pools  in  order  to  avoid  the 
construction  of  weighted-average  indexes  in- 
dividual to  the  Uxpayer.  These  pools  are 
based  on  the  11  general  categories  of  the 
"Consumer  Price  Index  for  all  Urban  Con- 
sumers" in  the  case  of  retailers  using  the 
retail  method,  or  on  the  15  general  catego- 
ries of  the  -'Producers  Prices  and  Price  In- 
dexes for  Commodity  Groupings  and  Indi- 
vidual Items"  in  the  case  of  other  taxpay- 


ers. The  change  in  the  published  index  for 
the  general  category  to  which  the  pool  re- 
lates is  used  as  the  annual  price  change 
component  and  the  indexes  necessary  to 
compute  the  equivalent  dollar  values  of 
prior  years  are  developed  using  the  link- 
chain  method. 

The  election  to  use  the  simplified  dollar- 
value  LIPO  method  may  be  made  without 
the  consent  of  the  Secretary  of  the  Treas- 
ury. If  the  method  is  elected,  it  must  l)e 
used  for  all  the  inventories  of  the  taxpayer 
accounted  for  using  a  LIPO  method  and 
may  not  be  revoked  unless  permission  to 
change  to  another  method  is  obtained  from 
the  Secretary  of  the  Treasury  or  the  $5  mil- 
lion average  annual  gross  receipts  amount  is 
exceeded.  A  taxpayer  that  previously  has 
used  a  method  of  accounting  for  its  invento- 
ries that  allows  the  value  of  inventories  to 
be  written  down  below  cost  must  restore  the 
amount  of  any  such  write-down  to  income  in 
accordance  with  section  472(d)). 

The  simplified  dollar-value  LIPO  method 
in  the  House  bill  replaces  the  current  law 
rule  allowing  taxpayers  with  average  annual 
gross  receipts  of  $2  million  or  less  to  elect  to 
use  a  single  LIPO  pool.  Any  taxpayer  who 
has  in  effect  a  valid  election  to  use  the 
single  pool  method  of  present  law  may  con- 
tinue the  use  of  such  method  if  the  taxpay- 
er continues  to  meet  the  requirements  for 
that  election  and  does  not  elect  to  use  the 
simplified  dollar-value  LIPO  method  of  the 
House  bill. 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31.  1985. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
provision  of  the  House  bill,  effective  for  Ux- 
able years  beginning  after  December  31, 
1986. 

A  taxpayer  using  the  simplified  dollar- 
value  LIPO  method  is  required  to  change  to 
a  different  method  in  the  first  year  that  it 
fails  to  meet  the  $5  million  average  annual 
gross  receipts  test.  The  conferees  intend 
that  any  change  that  would  be  allowed  if 
made  directly  from  the  method  used  imme- 
diately prior  to  the  adoption  of  the  simpli- 
fied dollar-value  LIPO  method  to  the  new 
method  be  allowed  in  this  case.  It  is  antici- 
pated that  a  taxpayer  always  wUl  be  allowed 
to  return  to  the  method  used  prior  to  the 
adoption  of  the  simplified  dollar-value  LIPO 
method.  Thus,  if  a  taxpayer  had  been  using 
a  first-in,  first-out  (PIPO)  method  prior  to 
the  adoption  of  the  simplified  dollar-value 
method,  it  is  allowed  to  change  to  the  same 
PIPO  method  it  had  used  previously  or  any 
PIPO,  LIPO,  or  other  method  that  it  would 
have  been  allowed  to  change  to  from  the 
PIPO  method  used  immediately  prior  to  the 
adoption  of  the  simplified  dollar-value  LIPO 
method. 

In  changing  from  the  simplified  dollar- 
value  LIPO  method  to  another  method,  it  is 
not  intended  that  the  taxpayer  be  required 
to  obtain  permission  from  the  Secretary  of 
the  Treasury  for  the  change  if  it  would  not 
be  required  to  obtain  permission  if  changing 
directly  from  the  method  used  immediately 
prior  to  the  adoption  of  the  simplified 
dollar-value  method  to  the  new  method. 
Likewise,  the  administrative  burden  of  ob- 
taining the  change  in  method  should  be  no 
greater  than  it  would  be  if  the  change  were 
made  directly. 
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C  IiMtallment  Sales 
Present  Laic 


In  general 

Under  present  law.  gain  or  loss  from  a  sale 
of  property  generally  is  recognized  in  the 
taxable  year  in  which  the  property  is  sold. 
Nonetheless,  gain  from  certain  sales  of 
property  in  exchange  for  which  the  seller 
receives  deferred  payments  is  reported  on 
the  Installment  method,  unless  the  taxpayer 
elects  otherwise  (Code  sec.  453).  Eligible 
sales  include  dispositions  of  personal  prop- 
erty on  the  installment  plan  by  a  person 
who  regularly  sells  or  otherwise  disposes  of 
personal  property  on  the  installment  plan 
(sec.  453 A)  and  other  dispositions  of  proper- 
ty, including  publicly  traded  property, 
where  at  least  one  payment  is  to  be  received 
after  the  close  of  the  taxable  year  in  which 
the  disposition  occurs  (sec.  4S3(b)(l)).  The 
installment  method  may  not  be  used  where 
a  sale  results  in  a  loss. 

Under  the  installment  method,  in  any  tax- 
able year,  a  taxpayer  recognizes  income  re- 
sulting from  a  disposition  of  property  equal 
to  an  amount  that  bears  the  same  ratio  to 
the  payments  received  in  that  year  that  the 
gross  profit  under  the  contract  bears  to  the 
total  contract  price.  Payments  taken  into 
account  for  this  purpose  generally  include 
cash  or  other  property  (Including  foreign 
currency  and  obligations  of  third  parties). 
marketable  securities,  certain  assumptions 
of  liabilities,  and  evidences  of  indebtedness 
of  the  purchaser  that  are  payable  on 
demand  or  are  readily  tradable  (Temp. 
Treas.  Reg.  sec.  15A.453-l(b)(3)). 
Sales  under  a  revolving  credit  plan 

Taxpayers  who  sell  property  under  ar- 
rangements commonly  known  as  revolving 
credit  plans  are  permitted  to  treat  a  portion 
of  the  receivables  arising  from  sales  on  such 
a  plan  as  installment  receivables,  and  report 
any  income  therefrom  on  the  installment 
method  (Treas.  Reg.  sec.  1.453-2(d)).  In  gen- 
eral, these  regulations  define  a  revolving 
credit  plan  to  include  a  cycle  budget  ac- 
count, a  flexible  budget  account,  a  continu- 
ous budget  account,  and  other  similar  ar- 
rangements, under  which  the  customer 
agrees  to  pay  a  part  of  the  outstanding  bal- 
ance of  the  customer's  account  during  each 
period  of  time  for  which  a  periodic  state- 
ment of  charges  and  credits  is  rendered. 
Dispositions  of  installment  obligations 

Generally,  if  an  installment  obligation  is 
disposed  of,  gain  (or  loss)  is  recognized  equal 
to  (a)  the  difference  between  the  amount  re- 
alized and  the  basis  of  the  obligation  in  the 
case  of  satisfaction  at  other  than  face  value. 
or  sale  or  exchange  of  the  obligation,  or  (b) 
the  difference  between  the  fair  market 
value  of  the  obligation  at  the  time  of  the 
disposition  and  the  basis  of  the  obligation  in 
the  case  of  any  other  disposition  (sec.  4S3B). 
The  basis  of  the  obligation  is  equal  to  the 
basis  of  the  property  sold  plus  amounts  of 
gain  previously  recognized,  less  the  amount 
of  any  payments  received.  In  general,  the 
mere  pledge  of  an  installment  obligation  as 
collateral  for  a  loan  is  not  treated  as  a  dis- 
position. ■ 

House  Bill 

Under  the  House  bill,  if  an  installment  ob- 
ligation is  pledged  as  collateral  for  a  loan, 
the  proceeds  of  the  loan  are  treated  as  a 
payment  on  the  obligation,  and  a  propor- 


'  See,  e.g..  Town  and  Country  Food  Co..  Inc.  v. 
Commitsioner.  51  T.C.  1049  (1969).  acq.  1969-2  C.B. 
XXV:  United  Surgical  Steel  Company,  Inc.  v.  Com- 
missioner, 54  T.C.  1215  ( 1970).  acq.  1971-2  C.B.  3. 


tionate  amount  of  the  gain  that  was  de- 
ferred under  the  installment  method  is  rec- 
ognized. 

The  House  bill  provides  an  exception 
under  which  no  payments  would  be  treated 
as  having  been  received  on  a  portion  of  an 
installment  obligation,  which  portion  is  due 
within  nine  months  of  the  receipt  of  the  ob- 
ligation, regardless  of  the  maturity  of  any 
other  payments  on  the  obligation.  For  a  tax- 
payer who  sells  property  on  a  revolving 
credit  plan,  the  amount  eligible  for  the  ex- 
ception is  that  portion  of  the  receivable  bal- 
ance that  is  determined  (pursuant  to  a  sta- 
tistical sampling  technique)  to  be  paid 
within  nine  months  of  the  related  sale. 

The  provisions  of  the  House  bill  do  not 
apply  to  pledges  of  obligations  for  debt  that 
by  its  terms  is  payable  within  90  days,  pro- 
vided that  the  debt  is  not  renewed  or  contin- 
ued, and  provided  that  the  taxpayer  does 
not  issue  additional  debt  within  45  days. 

The  House  bill  includes  anti-avoidance 
rules,  under  which  borrowed  amounts  may 
be  treated  as  a  payment  on  installment  obli- 
gations that  are  not  formally  pledged,  if  it  is 
reasonable  to  to  expect  that  the  lender  took 
into  account  payments  on  the  installment 
obligations  as  a  source  for  payments  on  the 
indebtedness.  The  House  bill  provides  a  safe 
harbor  from  this  anti-avoidance  rule  where 
more  than  50  percent  of  the  taxpayer's 
assets  are  used  in  an  active  trade  or  busi- 
ness. 

The  House  bill  applies  to  pledges  of  in- 
stallment  obligations   after   December   31, 

1985,  and  applies  as  of  January  1.  1986,  to 
pledges  before  that  date  of  obligations  aris- 
ing after  September  25,  1985,  unless  the 
debt  for  which  such  obligations  are  pledged 
is  repaid  by  December  31,  1985.  The  provi- 
sions of  the  House  bill  are  phased  in  over 
three  years  for  installment  obligations  aris- 
ing from  the  sale  of  property  in  the  ordi- 
nary course  of  business  that  are  pledged  in 

1986.  and  phased  in  over  two  years  for  like 
installment  obligations  pledged  in  1987.  One 
residential  condominium  project  is  grandfa- 
thered. 

Senate  Amendment 
Proportionate  disallowance  rule 
Overview 

Under  the  Senate  aimendment,  use  of  the 
installment  method  for  certain  sales  by  per- 
sons who  regularly  sell  real  or  personal 
property  described  in  section  1221(1),  and 
for  certain  sales  of  business  or  rental  real 
property,  is  limited  based  on  the  amount  of 
the  outstanding  indebtedness  of  the  taxpay- 
er. The  limitation  generally  is  applied  by  de- 
termining the  amount  of  the  taxpayer's  "al- 
locable installment  indebtedness"  ("AH") 
for  each  taxable  year  and  treating  such 
amount  as  a  payment  immediately  before 
the  close  of  the  taxable  year  on  "applicable 
installment  obligations"  of  the  taxpayer 
that  arose  in  that  taxable  year  and  are  out- 
standing as  of  the  end  of  the  year. 

Allocable  installment  indebtedness 
In  general,  under  the  Senate  amendment, 
AH  for  any  taxable  year  is  determined  by 
(1)  dividing  the  face  amount  of  the  taxpay- 
ers applicable  installment  obligations  that 
are  outstanding  at  the  end  of  the  year  by 
the  sum  of  (a)  the  face  amount  of  all  install- 
ment obligations  (i.e..  both  applicable  in- 
stallment obligations  and  all  other  install- 
ment obligations)  and  (b)  the  adjusted  basis 
of  all  other  assets  of  the  taxpayer,*  (2)  mul- 


tiplying the  resulting  quotient  by  the  tax- 
payer's average  quarterly  indebtedness,  and 
(3)  subtracting  any  All  that  is  attributable 
to  applicable  installment  obligations  arising 
in  previous  years  that  are  outstanding  at 
the  end  of  the  taxable  year.  In  the  case  of 
an  individual,  this  computation  does  not 
take  into  account  certain  farm  property  or 
personal  use  property  or  indebtedness  that 
is  secured  by  only  such  property. 

"Applicable  installment  obligations"  are 
any  installment  obligations  that  arise  from 
the  sale  after  February  28,  1986,  of  (a)  cer- 
tain property  held  for  sale  to  customers,  or 
(b)  real  property  used  in  the  taxpayer's 
trade  or  business  or  held  for  the  production 
of  rental  income,  provided  that  the  selling 
price  of  the  property  exceeds  $150,000.^  In 
applying  the  "$150,000  exception,"  the  ag- 
gregation rule  applicable  for  purposes  of 
section  1274(c)(3)(ii)  is  applied. 

In  each  subsequent  taxable  year,  the  tax- 
payer is  not  required  to  recognize  gain  at- 
tributable to  applicable  installment  obliga- 
tions arising  in  any  prior  year  to  the  extent 
that  any  actual  payments  on  the  obligations 
do  not  exceed  the  amount  of  All  attributa- 
ble to  such  obligations.  On  the  receipt  of 
such  payments,  the  AH  attributable  to  the 
obligation  on  which  the  payment  is  received 
is  reduced  by  the  amount  of  such  payments. 
Payments  on  an  applicable  installment  obli- 
gation in  excess  of  the  AH  allocable  to  such 
obligation  are  accounted  for  under  the  ordi- 
nary rules  for  applying  the  installment 
method. 

Calculation  of  indebtedness 

Under  the  Senate  amendment,  the  tax- 
payer must  compute  its  average  indebted- 
ness for  the  year  in  order  to  calculate  the 
amount  of  its  All.  The  calculation  is  made, 
for  this  purpose,  on  a  quarterly  basis.  In 
making  the  calculation,  all  indebtedness  of 
the  taxpayer  that  is  outstanding  as  of  the 
end  of  each  quarter  is  taken  into  account, 
including  (but  not  limited  to)  accounts  pay- 
able and  accrued  expenses  as  well  as  other 
amounts  more  commonly  considered  as  in- 
debtedness (such  as  loans  from  banks,  and 
indebtedness  arising  in  connection  with  the 
purchase  of  prop>erty  by  the  taxpayer). 

Affiliated  groups 

Where  the  taxpayer  is  a  member  of  an  af- 
filiated group  or  a  group  under  common 
control,"  then  all  such  members  are  treated 
as  one  taxpayer  for  purposes  of  making  the 
calculations  required  under  the  Senate 
amendment.*  Thus,  under  the  Senate 
amendment,  each  member  is  treated  for  this 
purpose  as  having  all  of  the  assets  and  li- 
abilities of  every  other  member.  Thus,  tax- 
payers who  are  members  of  such  groups 
would  compute  AH  on  a  group-wide  basis 
for  each  taxable  year.  The  AH  so  computed 
would  then  be  allocated  pro  rata  to  the  ap- 
plicable installment  obligations  of  all  of  the 


'  Taxpayers  may  elect  to  use  depreciation  deduc- 
tions as  calculated  under  section  312(k)  for  pur- 


poses of  computing  the  adjusted  basis  of  their 
assets  under  this  formula. 

^  An  installment  obligation  is  considered  to 
"arise"  at  the  time  that  the  property  is  sold  in  an 
installment  sale.  This  time  does  not  change  if.  for 
example,  there  is  a  modification  of  the  obligation 
that  is  sufficiently  minor  so  that  the  obligation  is 
not  treated  as  having  been  disposed  of.  On  the 
other  hand,  if  there  is  a  modification  that  results  in 
the  obligation  being  treated  as  having  been  dis- 
posed of  with  the  resulting  recognition  of  gain, 
then  the  obligation  no  longer  would  be  considered 
to  be  an  applicable  installment  obligation. 

'The  Senate  amendment  treats  a  shareholder 
who  meets  the  stock  ownership  requirements  of 
sec.  1504(a)(2)  as  a  member  of  an  affiliated  group 
whether  or  not  the  shareholder  is  a  corporation. 
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members  of  the  group,  and  the  allocated 
amount  accordingly  would  be  treated  as  a 
payment  on  the  obligations. 

The  Senate  amendment  also  provides  that 
under  regulations  to  be  Issued  by  the  Secre- 
tary of  the  Treasury,  use  of  the  installment 
method  would  be  disallowed  in  whole  or  in 
part  where  the  provisions  of  the  bill  other- 
wise would  be  avoided  through  use  of  relat- 
ed parties  or  other  intermediaries. 
Special  election  for  sales  of  timeshares 

and  residential  lota 
The  Senate  amendment  provides  an  elec- 
tion under  which  the  proportionate  disal- 
lowance rule  would  not  apply  to  Installment 
obligations  that  arise  from  the  sale  of  cer- 
tain types  of  property  by  a  dealer  to  an  indi- 
vidual, but  only  if  the  individual's  obligation 
is  not  guaranteed  or  insured  by  any  third 
person  other  than  an  individual.  To  be  eligi- 
ble for  the  election,  the  obligation  must 
arise  from  the  sale  of  a  "timeshare"  or  of 
unimproved  land,  the  development  of  which 
will  not  be  done  by  the  seller  of  the  land  or 
any  affiliate  of  the  seller. 

If  these  conditions  are  met,  then  the  seller 
of  the  property  may  elect  not  to  have  the 
proportionate  disallowance  rule  apply  to  the 
installment  obligations  arising  from  such 
sale  and  must  pay  interest  on  the  deferral 
of  its  tax  liability  attributable  to  the  use  of 
the  installment  method. 
Exception  for  certain  sales  by  manufactur- 
ers to  dealers 
The  Senate  amendment  provides  an  ex- 
ception from  the  proportionate  disallowance 
rule  for  installment  obligations  arising  from 
the  sale  of  tangible  personal  property  by 
the  manufacturer  of  the  property  (or  an  af- 
filiate of  the  manufacturer)  to  a  dealer,  but 
only  if  the  dealer  is  obligated  to  make  pay- 
ments of  principal  only  when  the  dealer  re- 
sells (or  rents)  the  property,  the  manufac- 
turer has  the  right  to  repurchase  the  prop- 
erty at  a  fixed  (or  ascertainable)  price  after 
no  longer  than  a  nine-month  period  follow- 
ing the  sale  to  the  dealer,  and  certain  other 
conditions  regarding  the  ratio  of  the  tax- 
payer's installment  obligations  to  its  sales  to 
dealers  are  met. 
Revolving  credit  plans 

Under  the  Senate  amendment,  taxpayers 
who  sell  property  on  a  revolving  credit  plan 
are  not  permitted  to  account  for  such  sales 
on  the  installment  method.  For  this  pur- 
pose, the  term  'revolving  credit  plan"  has 
the  same  meaning  as  under  present  law  (see 
Treas.  Reg.  sec.  1.453-2(d)). 
Publicly  traded  property 

Under  the  Senate  amendment,  taxpayers 
who  sell  stock  or  securities  that  are  traded 
on  an  established  securities  market,  or  to 
the  extent  provided  in  Treasury  regulations, 
property  (other  than  stock  or  securities)  of 
a  kind  regularly  traded  on  an  established 
market,  are  not  permitted  to  use  the  install- 
ment method  to  account  for  such  sales. 

The  Senate  amendment  also  provides 
that,  under  regulations  to  be  issued  by  the 
Secretary  of  the  Treasury,  use  of  the  in- 
stallment method  may  be  disallowed  in 
whole  or  in  part  where  the  provisions  of  the 
bill  otherwise  would  be  avoided  through  use 
of  related  parties  or  other  intermediaries. 
Effective  date 

The  elimination  of  the  installment 
method  for  sales  on  a  revolving  credit  plan 
and  for  sales  of  publicly  traded  property  is 
effective  for  sales  of  property  after  Decem- 
ber 31.  1986.  Taxpayers  who  sell  property 
under  revolving  credit  plans  and  who  may 
no  longer  use  the  installment  method  of  ac- 


counting for  such  sales  may  include  in 
income  any  adjustment  resulting  from  their 
ceasing  to  use  the  installment  method  over 
a  period  not  exceeding  five  years. 

The  proportionate  disallowance  rule  Is  ef- 
fective as  of  January  1.  1987,  for  sales  made 
on  or  after  March  1,  1986.  In  addition,  the 
Senate  amendment  does  not  treat  certain 
s[>ecified  loans  as  outstanding  indebtedness 
for  purposes  of  the  proportionate  disallow- 
ance rule. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  certain 
modifications. 
Proportionate  disallowance  rule 

The  conference  agreement  generally 
adopts  the  proportionate  disallowance  rule 
contained  in  the  Senate  amendment.  How- 
ever, the  conference  agreement  specifies 
that,  in  applying  the  proportionate  disallow- 
ance rule,  installment  obligations  arising 
from  the  sale  of  personal  use  property  by  an 
individual,  and  either  property  used  or  prop- 
erty produced  in  the  trade  or  business  of 
farming,  are  not  treated  as  applicable  in- 
stallment obligations.  Thus,  for  example, 
the  proportionate  disallowance  rule  does 
not  apply  under  the  conference  agreement, 
to  installment  obligations  arising  from  the 
sale  of  crops  or  livestock  held  for  slaughter. 
In  addition,  personal  use  property,  install- 
ment obligations  arising  from  the  sale  of 
personal  use  property,  and  indebtedness 
substantially  all  the  security  for  which  is 
such  property  (or  such  installment  obliga- 
tions) are  not  taken  into  account  in  apply- 
ing the  proportionate  disallowance  rule 
under  the  conference  agreement. 

The  conference  agreement  provides  that, 
in  applying  the  proportionate  disallowance 
rule,  the  calculation  of  indebtedness  is  made 
on  an  annual  basis,  rather  than  a  quarterly 
basis,  for  taxpayers  who  have  no  applicable 
installment  obligations  that  arose  from  the 
sale  on  the  installment  method  of  either 
personal  property  by  a  person  who  regularly 
sells  property  of  the  same  type  on  the  in- 
stallment method,  or  real  property  that  was 
held  for  sale  to  customers  in  the  ordinary 
course  of  a  trade  or  business.  The  Treasury 
Department  is  given  authority  to  issue  regu- 
lations that  would  prevent  possible  avoid- 
ance of  the  provision  where  the  calculation 
of  indebtedness  is  made  on  such  an  annual 
basis. 

The  conference  agreement  modifies  the 
aggregation  rule  contained  in  the  Senate 
amendment  for  applying  the  proportionate 
disallowance  rule.  Under  the  conference 
agreement,  all  persons  treated  as  a  single 
employer  under  section  52(a)  or  section 
52(b)  (the  "controlled  group")  are  treated  as 
one  taxpayer  for  these  purposes.  Hence,  in 
applying  the  proportionate  disallowance 
rule  to  the  controlled  group,  the  installment 
percentage  is  determined  by  aggregating  all 
of  the  assets  of  the  members  of  the  con- 
trolled group,  and  such  installment  percent- 
age is  multiplied  by  the  aggregate  average 
quarterly  (or  if  appropriate,  annual,  indebt- 
edness) of  members  of  the  controlled  group, 
to  determine  the  total  allocable  installment 
indebtedness  for  the  controlled  group.  The 
total  allocable  installment  indebtedness  so 
determined  then  is  allocated  pro  rata  to  the 
applicable  installment  obligations  held  by 
members  of  the  controlled  group,  (regard- 
less of  the  amount  of  any  indebtedness  that 
any  particular  member  of  the  group  has 
ouUtanding).  and  the  regular  provisions  of 
the  proportionate  disallowance  rule  are 
then  applied. 


The  conference  agreement  provides  au- 
thority under  which  the  Treasury  Depart- 
ment may  issue  regulations  that  disallow 
the  use  of  the  installment  method  in  whole  " 
or  in  part  for  transactions  In  which  the 
effect  of  the  proportionate  disallowance 
rule  would  be  avoided  through  the  use  of  re- 
lated parties,  pass-through  entities,  or  inter- 
mediaries. The  conferees  intend  that  the 
meaning  of  related  party  is  to  be  construed 
for  these  purposes  in  a  manner  consistent 
with  carrying  out  the  purposes  of  the  pro- 
(>ortionate  disallowance  rule.  Thus,  the  con- 
ferees intend  that  the  regulations  may  treat 
any  corporation,  partnership,  or  trust  as  re- 
lated to  its  shareholders,  partners,  or  bene- 
ficiaries, as  the  case  may  be.  in  circum- 
stances where  the  proportionate  disallow- 
ance rule  otherwise  might  be  avoided. 

The  conferees  intend  that  these  regula- 
tions may  aggregate  the  assets  of  the  relat- 
ed parties  for  purposes  of  applying  the  pro- 
portionate disallowance  rule.  For  example, 
the  conferees  intend  that  such  regulations 
may  aggregate  the  assets  and  indebtedness 
of  a  partnership  and  each  of  its  partners  in 
determining  the  extent  to  which  each  such 
partner  may  report  gain  arising  from  the  in- 
stallment sale  of  partnership  assets  on  the 
installment  method. 

In  addition,  the  conferees  intend  that  the 
regulations  may  treat  installment  obliga- 
tions arising  from  the  sale  of  an  interest  in 
one  related  party  by  another  as  applicable 
installment  obligations  to  the  extent  that 
installment  obligations  arising  from  the  sale 
of  the  assets  of  the  related  party  the  inter- 
est in  which  is  sold  would  be  treated  as  ap- 
plicable installment  obligations. 

The  conferees  intend  that  these  regula- 
tions may  in  appropriate  cases  apply  to  all 
transactions  after  the  general  effective  date 
of  the  provision,  but  prior  to  the  issuance  of 
the  regulations. 

The  conference  agreement  also  makes  cer- 
tain technical  modifications  to  the  sUtutory 
language  relating  to  the  proportionate  disal- 
lowance rule. 

Special  election  for  sales  of  certain  property 
The  conference  agreement  adopts  the  spe- 
cial provision  contained  in  the  Senate 
amendment  relating  to  installment  obliga- 
tions arising  from  the  sales  of  certain  "time- 
shares  "  and  residential  loU.  In  applying  the 
special  election,  the  conference  agreement 
provides  that  the  interest  rate  charged  is 
100  percent  of  the  applicable  Federal  rate 
that  would  apply  to  the  installment  obliga- 
tion received  in  the  sale  (without  regard  to 
the  three-month  lookback  rule  of  section 
1274(d)(2)).  In  addition,  the  conference 
agreement  clarifies  that  in  applying  the 
"six-week "  limitation  on  the-  eligibUity  a 
timeshare  interests  for  the  special  rule,  to 
timeshare  right  to  use  (or  timeshare  owner- 
ship in)  a  specific  property,  which  right  (or 
ownership  interest)  is  held  by  the  spouse, 
children,  grandchildren  or  parenU  of  an  in- 
dividual, shall  be  treated  as  held  by  such  in- 
dividual. 

Publicly  traded  property  and  revolving 
credit 
For  sales  of  publicly  traded  property  and 
for  sales  of  property  pursuant  to  revolving 
credit  plans,  the  conference  agreement  gen- 
erally follows  the  Senate  amendment. 
Under  the  conference  agreement,  such  sales 
are  treated  as  installment  sales  with  respect 
to  which  all  paymente  are  received  in  the 
year  of  sale.  The  conference  agreement  pro- 
vides that  the  Treasury  Department  has 
regulatory  authority  to  disallow  the  use  of 
the  installment  method  in  whole  or  in  part 
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for  transactions  in  which  the  rules  of  the 
conference  agreement  relating  to  sales  of 
publicly  traded  property  or  sales  pursuant 
to  a  revolving  credit  plan  would  be  avoided 
through  the  use  of  related  parties,  pass- 
through  entities,  or  intermediaries.  The 
conferees  intend  that  these  regulations  are 
to  be  similar  to  those  relating  to  the  propor- 
tionate disallowance  rule. 
Efftctive  date 

In  general,  the  proportionate  disallowance 
rule  is  effective  for  taxable  years  ending 
after  December  31.  1986,  with  respect  to 
sales  of  property  after  February  28.  1986. 
For  this  purpose,  the  conferees  intend  that 
any  sales  of  property  after  February  28. 
1986.  but  before  the  first  taxable  year  of  the 
taxpayer  ending  after  December  31,  1986. 
(i.e..  if  the  taxpayer  has  a  calendar  year  as  a 
taxable  year,  or  has  a  short  taxable  period 
ending  between  February  28,  1986  and  De- 
cember 31,  1986).  are  to  be  treated  as  arising 
in  the  taxpayer's  first  taxable  year  ending 
after  December  31.  1986. 

In  the  case  of  installment  obligations  aris- 
ing from  the  sale  of  real  property  in  the  or- 
dinary course  of  the  trade  or  business  of  the 
taxpayer,  any  gain  attributable  to  allocable 
installment  indebtedness  allocated  to  any 
such  installment  obligations  that  arise  or 
(are  deemed  to  arise)  in  the  first  taxable 
year  of  the  taxpayer  ending  after  December 
31.  1986.  is  taken  into  account  ratably  over 
the  three  taxable  years  beginning  with  such 
first  taxable  year;  for  installment  obliga- 
tions arising  in  the  second  taxable  year  of 
the  taxpayer  ending  after  December  31, 
1986.  any  such  gain  is  taken  into  account 
ratably  over  the  two  taxable  years  begin- 
ning with  such  second  taxable  year.  The 
conferees  intend  that  the  rules  of  the  con- 
ference agreement  relating  to  the  treatment 
of  subsequent  payments  on  applicable  in- 
stallment obligations  are  to  be  applied  in 
this  situation  as  if  the  provisions  were  fully 
effective  in  the  first  taxable  year  ending 
after  December  31.  1986. 

In  the  case  of  installment  obligations  aris- 
ing from  the  sale  of  personal  property  in 
the  ordinary  course  of  the  trade  or  business 
of  the  taxpayer,  any  increase  in  the  tax  li- 
ability of  the  taxpayer  for  the  first  taxable 
year  of  the  taxpayer  ending  after  December 
31.  1986.  on  account  of  the  application  of 
the  proportionate  disallowance  rule,  is 
treated  as  being  imposed  ratably  over  the 
three  taxable  years  beginning  with  such 
first  taxable  year;  any  increase  in  tax  liabil- 
ity for  the  second  taxable  year  of  the  tax- 
payer ending  after  December  31.  1986,  on 
account  of  the  proportionate  disallowance 
rule  (disregarding  the  ratable  share  of  the 
increase  in  tax  liability  from  the  preceding 
taxable  year),  is  treated  as  being  imposed 
ratably  over  the  two  taxable  years  begin- 
ning with  such  second  taxable  year.  The 
conferees  intend  that  the  rules  of  the  con- 
ference agreement  relating  to  the  treatment 
of  subsequent  payments  on  applicable  in- 
stallment obligations  are  to  be  applied  in 
this  situation  as  if  the  provisions  were  fully 
effective  in  the  first  taxable  year  ending 
after  December  31.  1986. 

In  the  case  of  applicable  installment  obli- 
gations other  than  installment  obligations 
arising  from  the  sale  of  real  or  personal 
property  in  the  ordinary  course  of  a  trade  or 
business  of  the  taxpayer,  the  proportionate 
disallowance  rule  is  effective  for  taxable 
years  ending  after  December  31,  1986,  with 
respect  to  sales  after  August  16,  1986.  The 
conferees  intend  that  sales  after  August  16, 
1986,  and  before  the  taxpayer's  first  taxable 
year  ending  after  December  31,  1986  are  to 


be  treated  as  arising  in  the  first  taxable 
year  of  the  taxpayer  ending  after  December 
31.  1986. 

The  provisions  of  the  conference  agree- 
ment relating  to  sales  pursuant  to  a  revolv- 
ing credit  plan  are  effective  for  taxable 
years  beginning  after  December  31,  1986. 
Any  adjustment  resulting  from  the  change 
in  method  of  accounting  is  taken  into  ac- 
count over  a  period  not  exceeding  four 
years.  In  cases  where  the  adjustment  is 
taken  into  account  over  the  four  year 
period,  the  taxpayer  would  take  into  ac- 
count 15  percent  of  the  adjustment  in  the 
first  taxable  year,  25  percent  in  the  second 
taxable  year,  and  30  percent  in  each  of  the 
succeeding  two  taxable  years. 

The  provisions  of  the  conference  agree- 
ment relating  to  sales  of  publicly  traded 
property  are  effective  for  sales  of  property 
after  December  31,  1986. 

The  conference  agreement  excludes  from 
the  definition  of  applicable  installment  obli- 
gation, installment  obligations  arising  from 
the  sale  of  units  of  a  specified  condominum 
project.  The  conference  agreement  also  ex- 
cludes certain  indebtedness  of  a  specified 
taxpayer  from  the  calculation  of  the  tax- 
payer's average  quarterly  indebtedness.  In 
addition,  the  provisions  of  the  conference 
agreement  are  effective  for  taxable  years 
ending  after  December  31,  1991,  with  re- 
spect to  a  specified  taxpayer  that  incurred 
substantial  indebtedness  in  connection  with 
a  specified  acquisition. 

D.  Capitalization  Rules  for  Inventory, 
Construction,  and  Development  Costs  ^. 

Present  Law 

1.  Inventory 

Manufacturers  must  accumulate  costs  of 
producing  inventory  goods  in  an  inventory 
account.  Accumulated  inventory  costs  may 
be  deducted  as  the  goods  to  which  they 
relate  are  sold.  Treasury  regulations  provide 
for  use  of  the  "full  absorption  method"  in 
determining  which  costs  must  be  included  in 
inventory.  Under  these  regulations,  all 
direct  production  costs,  including  costs  of 
materials  incorporated  into  the  product  or 
consumed  during  production  and  labor  di- 
rectly involved  in  manufacturing,  must  be 
inventoried.  The  treatment  of  indirect  pro- 
duction costs  varies  according  to  the  nature 
of  the  costs:  some  costs  are  currently  de- 
ductible; others  are  inventoriable;  and 
others  ("financial  conformity"  costs)  are  de- 
ductible only  if  deducted  by  the  taxpayer 
for  financial  reporting  purposes. 

Purchasers  of  goods  for  resale  (e.g.,  whole- 
salers and  retailers)  must  include  in  invento- 
ry the  invoice  price  of  the  purchased  goods 
plus  transportation  and  other  necessary 
costs  incurred  in  acquiring  possession. 

2.  Self-constructed  property  and  noninven- 

tory  property  produced  for  sale 
The  costs  of  acquiring,  constructing,  or 
improving  buildings,  machinery,  equipment, 
or  other  assets  having  a  useful  life  beyond 
the  end  of  the  taxable  year  are  not  current- 
ly deductible.  These  "capital  expenditures  " 
become  part  of  the  basis  of  the  asset,  and 
may  be  recoverable  over  the  useful  life  of 
the  property  through  depreciation  or  amor- 
tization deductions  if  the  property  is  held 
for  business  or  investment  purposes.  Any 
unrecovered  basis  may  be  offset  against  the 
amount  realized  if  the  property  is  sold  or 
otherwise  disposed. 

Although  a  taxpayer's  direct  costs  of  con- 
structing an  asset  for  its  own  use  or  a  nonin- 
ventory  asset  produced  for  sale  must  be  cap- 
italized, the  proper  treatment  of  many  indi- 
rect costs  is  uncertain. 


3.  Interest 

Interest  is  generally  deductible  in  the  year 
paid  or  incurred.  However,  interest  incurred 
by  a  taxpayer  during  construction  or  im- 
provement of  real  property  to  be  held  in  a 
trade  or  business  or  activity  for  profit  gener- 
ally must  be  capitalized  and  amortized  over 
ten  years  (sec.  189).  The  amount  of  interest 
that  must  be  capitalized  is  determined 
under  the  "avoided  cost"  method.  Under 
this  method,  the  taxpayer  must  capitalize 
(in  addition  to  interest  directly  traceable  to 
construction  indebtedness)  any  interest  ex- 
pense during  the  construction  period  that 
could  have  been  avoided  if  funds  had  not 
been  expended  for  construction. 
House  Bill 

1.  Inventory 

Under  the  House  bill,  comprehensive  capi- 
talization rules  (the  "uniform  capitalization 
rules")  apply  to  the  manufacture  of  invento- 
ry goods.  These  rules  essentially  parallel  the 
full  absorption  rules  of  present  law.  but  re- 
quire that  most  financial  conformity  costs 
be  inventoried.  In  addition,  all  tax  deprecia- 
tion, current  pension  and  fringe  t>enefit 
costs,  and  a  portion  of  general  and  adminis- 
trative expenses  are  treated  as  inventory 
costs.  Research  and  experimental  costs 
(within  the  meaning  of  sec.  174),  however, 
are  not  subject  to  capitalization.  Special 
rules  apply  to  farmers  (see  Title  IV.A.3.) 
and  producers  of  timber  (see  Title  IV.B.l.). 

These  provisions  are  effective  for  taxable 
years  beginning  after  December  31,  1985. 
The  section  481  adjustment  is  to  be  spread 
ratably  over  a  period  of  not  more  than  five 
years  under  the  rules  applicable  to  a  change 
in  a  method  of  accounting  initiated  by  the 
taxpayer. 

2.  Self-constructed  property  and  noninven- 

tory  property  produced  for  sale 

Self-constructed  property  and  noninvsn- 
tory  property  produced  for  sale  are  subject 
to  the  uniform  capitalization  rules,  effective 
for  costs  incurred  after  December  31,  1985. 

3.  Interest 

Under  the  House  bill,  a  taxpayer  must 
capitalize  interest  on  debt  incurred  to  fi- 
nance the  construction  or  production  of  real 
property,  long-lived  personal  property,  or 
other  tangible  property  requiring  more  than 
two  years  (one  year  in  the  case  of  property 
costing  more  than  $1  million)  to  produce  or 
construct  or  to  reach  a  productive  stage. 
The  amount  of  interest  subject  to  capitali- 
zation is  determined  under  the  avoided  cost 
method.  This  rule  applies  to  interest  paid  or 
incurred  after  December  31, 1985. 

Senate  Amendment 
1.  Inventory 

The  Senate  amendment  generally  is  the 
same  as  the  House  bill,  except  that  the  re- 
quired capitalization  of  costs  under  the  uni- 
form capitalization  rules  is  extended  to 
apply  to  purchasers  of  goods  for  resale 
having  average  annual  gross  receipts  in 
excess  of  $5  n.illion.  Thus,  costs  (including 
general  and  administrative  costs)  attributa- 
ble to  purchasing,  processing,  and  storage  of 
goods,  and  other  similar  costs,  are  to  be 
treated  as  inventory  costs.  In  addition,  the 
uniform  capitalization  rules  apply  to  intan- 
gible as  well  as  tangible  property.  Farmers 
and  producers  of  timber  are  excepted  from 
the  rules  (see  Title  IV.A.3.  and  B.I.). 

The  rules  apply  to  inventory  for  taxable 
years  beginning  after  December  31,  1986. 
Excess  depreciation  on  property  placed  in 
service  before  March  1,  1986,  however,  is  not 
subject  to  the  new  rules.  The  section  481  ad- 
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Justment  is  to  be  spread  ratably  over  a 
period  of  not  more  than  five  years  under 
the  rules  applicable  to  a  change  in  a  method 
of  accounting  initiated  by  the  taxpayer. 

2.  Self-constructed  property  and  Tiontnven- 

tory  property  produced  for  sale 
The  Senate  amendment  generally  is  the 
same  as  the  House  bill,  except  that  the  uni- 
form capitalization  rules  apply  to  intangible 
as  well  as  tangible  property.  The  rules  apply 
to  costs  incurred  with  respect  to  self -con- 
structed and  noninventory  property  after 
December  31,  1986,  unless  incurred  in  con- 
nection with  property  on  which  substantial 
construction  occurred  before  March  1,  1986. 

3.  Interest 

The  Senate  amendment  generally  is  the 
same  as  the  House  bill,  except  that  long- 
lived  personal  property  is  subject  to  the  in- 
terest capitalization  rule  only  if  the  proper- 
ty is  to  be  used  by  the  taxpayer  in  a  trade  or 
business  or  activity  for  profit  (i.e.,  is  not  to 
be  held  for  sale).  In  addition,  all  taxpayers 
producing  property  under  a  long-term  con- 
tract must  capitalize  interest  with  respect  to 
the  contract. 

The  interest  capitalization  rule  applies  to 
interest  paid  or  incurred  after  December  31, 
1986,  unless  incurred  with  respect  to  proper- 
ty on  which  substantial  construction  oc- 
curred before  March  1.  1986. 

Conference  Agreement 
1.  Inventory 

In  general 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  certain 
modifications  and  clarifications.  However, 
the  agreement  follows  the  House  bill  in  ap- 
plying the  uniform  capitalization  rules  to 
taxpayers  engaged  in  the  trade  or  business 
of  farming  (other  than  timber)  where  the 
preproductive  period  exceeds  two  years  (see 
Title  rV.A.3.).  In  addition,  the  conference 
agreement  provides  that  the  uniform  capi- 
talization rules  are  to  apply  to  all  deprecia- 
tion deductions  for  Federal  income  tax  pur- 
poses with  respect  to  assets  of  the  taxpayer 
(i.e..  the  conference  agreement  deleted  the 
provisions  of  the  Senate  amendment  which 
exempted  existing  assets  from  the  capitali- 
zation of  all  tax  depreciation). 

The  gross  receipts  threshold  for  taxpayers 
acquiring  property  for  resale  is  increased 
from  $5  million  to  $10  million.  Accordingly, 
present  law  rules  continue  to  apply  to  re- 
sellers whose  average  annual  gross  receipts 
do  not  exceed  $10  million. 

The  conference  agreement  provides  that 
the  uniform  capitalization  rules  do  not 
apply  to  the  growing  of  timber  and  certain 
ornamental  trees  (i.e.,  those  evergreen  trees 
which  are  more  than  6  years  old  when  sev- 
ered from  the  roots  and  sold  for  ornamental 
purposes).  Thus,  present  law  is  retained 
with  regard  to  the  treatment  of  the  prepro- 
ductive expenses  of  growing  timber  and 
such  ornamental  trees. 

The  conferees  intend  that  present  law  be 
retained  with  regard  to  which  costs  of  grow- 
ing timber  are  deductible  in  the  year  in- 
curred and  which  costs  must  be  capitalized. 
Thus,  any  costs  which  must  be  capitalized 
under  present  law  would  continue  to  be  cap- 
italized and  costs  incurred  in  growing 
timber  which  are  not  required  to  be  capital- 
ized under  present  law  would  remain  de- 
ductible currently. 

The  definition  of  timber  used  in  the  con- 
ference agreement  is  intended  to  be  coex- 
tensive with  the  definition  of  timber  (in- 
cluding ornamental  trees)  under  present 
law.  The  conferees  intend  that  nothing  in 


the  definition  of  timber  shall  be  construed 
to  niuTOW  the  types  of  activities  which  con- 
stitutes the  growing  of  timber  for  purpose 
of  the  exclusion  of  timber  from  the  uniform 
capitalization  rules. 

The  conferees  wish  to  clarify  their  intent 
as  to  the  treatment  of  cosU  incurred  by  tax- 
payers engaged  in  the  resale  of  natural  gas 
with  respect  to  so-called  "cushion  gas"— gas 
necessary  to  maintain  operating  pressures 
in  an  underground  gas  storage  facility  suffi- 
cient to  meet  expected  peak  customer 
demand.  It  is  not  intended  that  such  tax- 
payers be  required  to  allocate  to  such  gas 
any  portion  of  their  overhead  or  other  indi- 
rect costs  under  the  new  uniform  capitaliza- 
tion rules.  The  conferees  anticipate  that  the 
Treasury  Department  may  issue  rules  or 
regulations  under  which  some  portion  of 
the  so-called  "emergency  reserve"  gas  in 
such  facilities  also  may  be  exempt  from  al- 
locations of  indirect  costs  under  the  capitali- 
zation rules  of  this  provision. 

The  uniform  capitalization  rules  are  not 
intended  to  affect  the  valuation  of  invento- 
ries on  a  basis  other  than  cost.  Thus,  the 
rules  will  not  affect  the  valuation  of  inven- 
tories at  marltet  by  a  taxpayer  using  the 
lower  of  cost  or  market  method,  or  by  a 
dealer  in  securities  or  commodities  using  the 
market  method.  However,  the  rules  will 
apply  to  inventories  valued  at  cost  by  a  tax- 
payer using  the  lower  of  cost  or  market 
method. 

The  conferees  clarify  that,  in  addition  to 
the  costs  specifically  excepted  from  capitali- 
zation under  the  conference  agreement  (e.g.. 
research  and  experimental  costs,  selling, 
marketing,  advertising,  and  distribution  ex- 
penses) are  not  subject  to  capitalization 
under  the  uniform  capitalization  rules. 
Simplified  method  for  taxpayers  acquiring 

property  for  resale 
The  conference  agreement  directs  the 
Treasury  Department  to  provide  a  simpli- 
fied method  for  applying  the  uniform  capi- 
talization rules  in  the  case  of  taxpayers  ac- 
quiring property  for  resale.  The  conferees 
expect  that  the  simplified  method  provided 
under  rules  or  regulations  generally  will 
follow  the  examples  described  below  and 
that,  until  rules  or  regulations  are  issued, 
taxpayers  may  rely  on  these  examples. 

Taxpayers  not  electing  to  use  the  simpli- 
fied method  are  required  to  apply  the  new 
uniform  capitalization  rules  to  property  ac- 
quired for  resale  under  the  same  procedures 
and  methods  applicable  to  manufacturers. 
The  Treasury  Department  may  modify  the 
simplified  method  or  permit  the  use  of 
other  methods  by  rules  or  regulations.  Once 
a  taxpayer  has  chosen  either  the  simplified- 
method  or  the  capitalization  methods  appli- 
cable to  manufacturers,  the  taxpayer  may 
not  change  its  method  without  obtaining 
the  permission  of  the  Secretary. 

For  purposes  of  the  simplified  method,  it 
is  anticipated  that  taxpayers  Initially  will 
calculate  their  inventory  balances  without 
regard  to  the  new  uniform  capitalization 
rules.  Taxpayers  will  then  determine  the 
amounts  of  additional  costs  that  must  be 
capitalized  under  the  new  rules  (under  the 
procedures  described  below)  and  add  such 
amounts,  along  with  amounts  of  additional 
costs  contained  in  beginning  inventory  bal- 
EUices  where  appropriate,  to  the  preliminary 
inventory  balances  to  determine  their  final 
balances.  Thus,  for  example,  with  respect  to 
a  taxpayer  using  the  last-in,  first-out 
(LIPO)  method,  the  calculation  of  a  particu- 
lar year's  LIPO  index  will  be  made  without 
regard  to  the  new  capitalization  rules.  For 
such  a  taxpayer,  however,  costs  capitalized 


under  these  rules  will  be  added  to  the  UFO 
layers  applicable  to  the  various  years  for 
which  the  costs  were  accumulated.  Likewise, 
in  the  case  of  a  taxpayer  on  the  first-in, 
first-out  (FIFO)  method  that  does  not  sell 
its  entire  beginning  inventory  during  the 
year,  a  proportionate  part  of  the  additional 
costs  capitalized  into  the  beginning  Invento- 
ry under  these  rules  will  be  Included  In 
ending  Inventory. 

The  simplified  method  will  be  applied  sep- 
arately to  each  trade  or  business  of  the  tax- 
payer. 

In  general,  four  categories  of  Indirect 
costs  win  be  allocable  to  Inventory  under 
this  simplified  method: 

(1)  off -site  storage  and  warehousing  costs 
(including,  but  not  limited  to,  rent  or  depre- 
ciation attributable  to  a  warehouse,  proper- 
ty taxes,  insurance  premiums,  security  costs, 
and  other  costs  directly  identifiable  with 
the  storage  facility);  ** 

(2)  purchasing  costs  such  as  buyers'  wages 
or  salaries: 

(3)  handling,  processing,  assembly,  repack- 
aging, and  similar  costs,  including  labor 
costs  attributable  to  unloading  goods  (but 
not  Including  labor  costs  attributable  to 
loading  of  goods  for  final  shipment  to  cus- 
tomers, or  labor  at  a  retail  facility): '  and 

(4)  the  portion  of  general  and  administra- 
tive costs  allocable  to  these  functions. 

Storage  costs.— Under  the  simplified 
method,  a  taxpayer  includes  storage  costs  in 
inventory  based  on  the  ratio  of  total  storage 
costs  for  the  year  to  the  sum  of  (1)  the  be- 
ginning Inventory  balance  and  (2)  gross  pur- 
chases during  the  year.  For  example, 
assume  that  a  FIFO  taxpayer  incurred  $1 
million  of  storage  costs  during  the  taxable 
year,  had  a  beginning  inventory  balance 
(without  regard  to  any  adjustments  under 
the  simplified  method)  of  $2  million,  made 
gross  purchases  of  $8  million,  and  had  an 
ending  inventory  (without  regard  to  any  ad- 
justments under  the  simplified  method)  of 
$3  million.  The  ratio  of  storage  costs  to  be- 
ginning inventory  and  purchases  is  10  per- 
cent ($1,000,000  divided  by  ($2,000,000  plus 
$8,000,000)).  Thus,  for  each  dollar  of  ending 
Inventory,  the  taxpayer  must  capitalize  ten 
cents  of  storage  costs.  Ending  inventory  for 
the  year  would  be  Increased  by  $300,000. 
The  balance  of  the  storage  costs  ($700,000) 
would  be  Included  in  cost  of  goods  sold. 

In  the  case  of  a  LIFO  taxpayer,  to  the 
extent  that  ending  inventory  exceeds  begin- 
ning inventory,  additional  capitalized  stor- 
age costs  would  be  calculated  by  multiplying 
the  increase  in  inventory  for  the  year  by  the 
applicable  ratio.  Accordingly,  if  the  Uxpay- 
er  in  the  above  example  used  the  LIFO 
method,  an  additional  $100,000  (i.e.,  .10  x 
$1,000,000)  of  storage  costs  would  be  includ- 
ed in  ending  inventory.  Moreover,  in  con- 
trast to  the  FIFO  taxpayer  in  the  previous 
example,  any  storage  costs  that  were  includ- 
ed in  the  Uxpayer's  begiiming  inventory 
balance  would  remain  in  the  taxpayer's 
ending  inventory  balance  and  would  not  be 
included  in  cost  of  goods  sold  for  the  year. 


«•  Offsite  storage  and  warehousing  cosU  generally 
include  the  cost  of  a  facility  whose  primary  func- 
tion is  the  storage  or  warehousing  of  goods. 

'Any  reasonable  method  of  apportioning  labor 
costs  between  inventoriable  and  noninventoriable 
functions  may  be  used.  The  conferees  do  not  intend 
that  detailed  records  establishing  the  time  spent  by 
an  employee  performing  a  particular  function  gen- 
erally will  be  required  to  substantiate  an  allocation 
by  the  taxpayer.  However,  if  such  records  are  avail- 
able, they  generally  should  be  used  in  making  allo- 
cations. 
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Purchasing  costi.— Purchasing  costs  are 
allocated  between  inventory  and  cost  of 
goods  sold  based  on  the  ratio  of  purchasing 
costs  to  gross  purchases  during  the  year. 
For  example,  assume  that  the  taxpayer  in 
the  above  example  incurred  $500,000  in  pur- 
chasing costs  during  the  year.  The  ratio  of 
purchasing  costs  to  gross  purchases  is  6.25 
percent  ($500,000  divided  by  $8,000,000). 
Thus.  6.25  cents  of  purchasing  costs  would 
be  capitalized  for  each  dollar's  worth  of 
items  in  ending  inventory  that  were  not  in 
beginning  inventory  (i.e.,  were  purchased 
during  the  current  year).  Assuming  the  tax- 
payer uses  the  first-ln.  first-out  (FIFO) 
basis  for  determining  inventories,  $187,500 
(i.e..  .0625  X  $3,000,000)  of  purchasing  costs 
would  be  capitalized. 

In  the  case  of  a  taxpayer  using  the  last-in. 
flrst-out  (LIFO)  method  for  valuing  inven- 
tory, ending  inventory  consists  of  newly  ac- 
quired items  only  to  the  extent  that  ending 
inventory  exceeds  beginning  inventory.  Cap- 
italized purchasing  costs  would  be  calculat- 
ed by  multiplying  the  increase  in  inventory 
from  the  beginning  of  the  year  to  the  end 
by  the  applicable  ratio.  Accordingly,  in  the 
above  example,  the  taxpayer  would  capital- 
ize $62,500  (i.e..  .0625  x  $1,000,000)  of  pur- 
chasing costs.  In  contrast  to  a  FIFO  taxpay- 
er, the  purchasing  costs  attributable  to  a 
LIFO  taxpayer's  beginning  inventory  would 
be  retained  in  the  taxpayer's  ending  inven- 
tory balance. 

Proctasing,  repackaging,  etc.  costs.— Proc- 
essing, repackaging,  and  other  similar  costs 
are  allocated  based  on  the  ratio  of  total 
processing,  repackaging,  etc.  costs  to  the 
sum  of  (1)  the  beginning  inventory  balance 
and  (2)  gross  purchases  during  the  year. 

Gerieral  and  administrative  expenses  allo- 
cable to  storage,  purchasing,  and  process- 
ing.—Qeneml  and  administrative  expenses 
that  are  allocable  in  part  to  storage,  pur- 
chasing, and  processing  activities  and  in 
part  to  activities  for  which  no  capitalization 
is  required  under  the  simplified  method  are 
allocated  based  on  the  ratio  of  direct  labor 
costs  Incurred  in  a  particular  function  to 
gross  payroll  costs.  For  example,  assume 
that  the  total  cost  of  operating  the  taxpay- 
er's accounting  department  for  the  year  was 
$75,000,  direct  labor  purchasing  costs  were 
$500,000.  and  gross  payroll  was  $1,500,000. 
The  portion  of  the  accounting  department 
cost  subject  to  capitalization  in  connection 
with  the  purchasing  function  would  be 
$25,000  (i.e..  $500,000  divided  by  $1,500,000  x 
$75,000). 

In  addition,  assume  that  direct  labor  ware- 
housing costs  were  $250,000.  The  portion  of 
the  accounting  department  cost  allocated  to 
the  storage  and  warehousing  functions  and 
thus  subject  to  capitalization  would  be 
$12,500  (i.e..  $250,000  divided  by  $1,500,000  x 
$75,000). 

Section  481  adjustment 

Under  the  conference  agreement,  the  sec- 
tion 481  adjustment  resulting  from  the 
change  in  accounting  method  is  to  be  in- 
cluded in  income  over  a  period  not  exceed- 
ing four  years.  The  conferees  intend  that 
the  timing  of  the  section  481  adjustment 
will  be  determined  under  the  provisions  of 
Revenue  Procedure  84-74,  1984-2  C.B.  736. 
In  addition,  the  conferees  intent  that  (i)  net 
operating  loss  and  tax  credit  carryforwards 
will  be  allowed  to  offset  any  positive  section 
481  adjustment;  and  (ii)  for  purposes  of  de- 
termining estimated  tax  payments,  the  sec- 
tion 481  adjustment  will  be  recognized  rat- 
ably throughout  the  taxable  year  of  the  ad- 
justment. 


In  computing  the  section  481  adjustment, 
taxpayers  using  the  simplified  method  for 
property  acquired  for  resale  must  apply  this 
method  in  restating  beginning  inventory. 
Taxpayers  using  the  LIFO  method  who  lack 
sufficient  data  to  compute  the  section  481 
adjustment  precisely  may  use  the  methods 
of  approximation  (based  on  the  data  for  the 
three  prior  years  for  which  increments  in 
the  inventory  occurred)  available  to  manu- 
facturers under  the  Senate  bill. 

2.  Self-cons  true  ted  property  and  noninven- 

tory  property  produced  for  sale 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment  on  self-con- 
structed and  noninventory  property  pro- 
duced for  sale.  The  conference  agreement 
provides  that  the  application  of  the  uniform 
capitalization  rules  with  respect  to  produc- 
tion activities  is  limited  to  tangible  proper- 
ty.' On  the  other  hand,  the  conference 
agreement  provides  that  the  extension  of 
the  uniform  capitalization  rules  to  property 
acquired  for  resale  includes  intangible,  as 
well  as  tangible,  property. 

The  conference  agreement  adopts  the 
Senate  amendment's  effective  date  for  self- 
constructed  property.  Thus,  the  rules  apply 
to  costs  incurred  after  December  31,  1986, 
unless  incurred  with  respect  to  property  on 
which  substantial  construction  occurred 
before  March  1,  1986. 

3.  Interest 

The  conference  agreement  follows  both 
the  House  bill  and  the  Senate  amendment 
in  certain  respects.  Long-lived  personal 
property  is  subject  to  the  interest  capitaliza- 
tion rules  regardless  of  whether  it  is  con- 
structed for  self-use  or  for  sale,  as  under  the 
House  bill.  In  addition,  taxpayers  producing 
property  under  a  long-term  contract  must 
capitalize  interest  costs  to  the  extent 
income  is  not  being  reported  under  the  per- 
centage of  completion  method. 

The  conferees  wish  to  clarify  that  the 
avoided  cost  method  of  determining  the 
amount  of  interest  allocable  to  production  is 
intended  to  apply  irrespective  of  whether 
application  of  such  method  (or  a  similar 
method)  is  required,  authorized,  or  consid- 
ered appropriate  under  financial  or  regula- 
tory accounting  principles  applicable  to  the 
taxpayer.  Thus,  for  example,  a  regulated 
utility  company  must  apply  the  avoided  cost 
method  of  determining  capitalized  interest 
even  though  a  different  method  is  author- 
ized or  required  by  Financial  Accounting 
Standards  Board  Statement  34  or  the  regu- 
latory authority  having  Jurisdiction  over  the 
utility.  No  inference  is  intended  that  the 
avoided  cost  method  is  not  required  in  such 
circumstances  under  section  189  of  present 
law. 

E.  Lonf-Term  Contract* 

Present  Law 
The  treatment  of  costs  of  producing  prop- 
erty under  a  "long-term  contract"  varies  de- 
pending on  the  method  of  accounting  used 
by  the  taxpayer.  In  addition  to  an  inventory 
method  (e.g..  accrual  shipment  or  accrual 
delivery),  taxpayers  may  use  one  of  two  spe- 
cial methods  of  accounting  for  long-term 


'  For  this  purpose,  t&ngible  property  includes 
films,  sound  recordings,  video  tapes,  books,  and 
other  similarly  property  embodying  words,  ideas, 
concepts,  images,  or  sounds,  by  the  creator  thereof. 
Thus,  for  example,  the  uniform  capitalization  rules 
apply  to  the  costs  of  producing  a  motion  picture  or 
researching  and  writing  a  book.  No  inference  is  In- 
tended as  to  the  nature  of  these  properties  under 
present  law  or  for  other  provisions  of  the  confer- 
ence agreement. 


contracts:  the  percentage  of  completion 
method  or  the  completed  contract  method. 
Under  the  percentage  of  completion 
method,  gross  income  is  recognized  accord- 
ing to  the  percentage  of  the  contract  com- 
pleted during  each  taxable  year,  and  costs 
incurred  under  the  contract  are  currently 
deductible.  Under  the  completed  contract 
method,  the  gross  contract  price  is  included 
in  income,  and  costs  associated  with  the 
contract  are  deducted,  in  the  year  that  the 
contract  is  completed  and  accepted. 

The  rules  relating  to  which  costs  are  con- 
tract costs  for  purposes  of  the  completed 
contract  method  vary  depending  on  wheth- 
er the  contract  is  an"  extended  period  con- 
tract (generally  one  requiring  longer  than 
two  years  to  complete)  or  a  non-extended 
period  contract.  The  rules  applicable  to  ex- 
tended period  contracts  essentially  parallel 
the  uniform  capitalization  rules  (see  D.. 
above).  Research  and  development  costs 
(within  the  meaning  of  section  174)  that 
relate  to  a  particular  extended  period  long- 
term  contract  must  be  capitalized. 

Non-extended  period  contracts  are  subject 
to  similar  but  somewhat  less  comprehensive 
rules.  For  example,  research  and  develop- 
ment costs  related  to  a  particular  contract 
need  not  be  capitalized  as  part  of  that  con- 
tract. 

House  Bill 
Under  the  House  bill,  the  income  and  ex- 
penses of  all  long-term  contracts  must  be  re- 
ported under  the  percentage  of  completion 
method.  Revenues  from  such  contracts 
must  be  included  in  gross  income  based  on 
the  ratio  of  contract  costs  incurred  during 
the  year  to  total  projected  contract  costs; 
contract  costs  are  currently  deductible.  In- 
terest is  payable  by  (or  to)  the  taxpayer  if 
the  actual  profit  on  a  contract  allocable  to 
any  year  varies  from  the  estimated  profit 
used"  in  reporting  income.  An  exception  is 
provided  for  contracts  for  the  construction 
of  real  property  to  be  completed  within  two 
years  of  the  contract  date,  if  performed  by  a 
taxpayer  whose  average  aimual  gross  re- 
ceipts do  not  exceed  $10  million.  Present  law 
capitalization  rules  are  retained  for  con- 
tracts not  required  to  be  reported  under  the 
percentage  of  completion  method.  These 
provisions  are  effective  for  contracts  en- 
tered into  after  September  25, 1985. 

Senate  Amendment 

In  general,  all  long-term  contracts  are  sub- 
ject to  rules  similar  to  the  uniform  capitali- 
zation rules,  including  the  rules  relating  to 
the  capitalization  of  interest  (see  D.,  above), 
unless  the  contract  is  reported  on  the  per- 
centage of  completion  method.  Moreover, 
additional  general  and  administrative  costs 
attributable  to  cost-plus  contracts  and  to 
Federal  government  contracts  requiring  cer- 
tification of  costs  are  treated  as  contract 
costs.  An  exception  from  the  uniform  capi- 
talization rules  (except  the  interest  capitali- 
zation rule)  is  provided  for  real  estate  con- 
struction contracts  not  requiring  more  than 
two  years  to  complete,  if  performed  by  a 
taxpayer  with  average  annual  gross  receipts 
of  $10  million  or  less. 

The  provisions  are  effective  for  contracts 
entered  into  on  or  after  March  1, 1986. 

Conference  Agreement 

In  general 

The  conference  agreement  adopts  ele- 
ments of  both  the  House  bill  and  the  Senate 
amendment  provisions.  Under  the  confer- 
ence agreement,  taxpayers  may  elect  to 
compute  income  from  long-term  contracts 
under  one  of  two  methods:  (1)  the  "percent- 
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age  of  completion-capitalized  cost  method" 
(i.e..  40  percent  PCM)  described  below  or  (2) 
the  percentage  of  completion  method.  In 
general,  percentage  of  completion  is  deter- 
mined as  provided  in  the  House  bill  for  pur- 
poses of  both  methods.  Except  in  the  case  of 
certain  real  property  construction  contracts 
(i.e.,  those  for  which  exceptions  were  pro- 
vided under  the  House  bill  and  Senate 
amendment),  these  are  the  exclusive  meth- 
ods under  which  long-term  contracts  may  be 
reported.  The  conference  agreement  gener- 
ally adopts  the  definition  of  a  long-term 
contract  In  the  Senate  amendment.  This 
definition  is  the  same  as  present  law. 

The  conference  agreement  also  prescribes 
the  treatment  of  Independent  research  and 
development  costs,  effective  for  all  open  tax 
years. 

Percentage  of  completion-capitalized  cost 
method 
In  the  case  of  any  long-term  contract  not 
reported  under  the  percentage  of  comple- 
tion method,  the  taxpayer  must  take  Into 
account  40  percent  of  the  items  with  respect 
to  the  contract  under  the  percentage  of 
completion  method.  Percentage  of  comple- 
tion is  determined  by  comparing  the  total 
contract  costs  incurred  before  the  close  of 
the  taxable  year  with  the  estimated  total 
contract  costs.  The  contract  costs  taken  into 
account  in  determining  the  percentage  of 
completion  are  those  for  which  capitaliza- 
tion is  required  under  the  Senate  amend- 
ment in  the  case  of  long-term  contracts 
("capitalizable  costs"). 

The  remaining  60  percent  of  the  items 
under  the  contract  are  to  be  taken  into  ac- 
count under  the  taxpayer's  normal  method 
of  accounting,  capitalizing  those  costs  as  re- 
quired under  the  Senate  amendment.  Thus, 
60  percent  of  the  gross  contract  income  will 
be  recognized,  and  60  percent  of  the  con- 
tract costs  will  be  deducted,  at  the  time  re- 
quired by  the  taxpayer's  method.  For  exam- 
ple, if  the  taxpayer  uses  the  completed  con- 
tract method  of  accounting,  these  items 
would  be  taken  into  account  upon  comple- 
tion of  the  contract.  If  the  taxpayer  uses  an 
accrual  method  (e.g.,  an  accrual  shipment 
method),  such  contract  items  would  be 
taken  into  account  at  the  time  of  shipment. 
Under  the  conference  agreement,  the 
look-back  method  provided  in  the  House  bill 
is  to  be  applied  to  the  40  percent  portion  of 
the  contract  reported  on  the  percentage  of 
completion  method.  Thus,  interest  is  paid  to 
or  by  the  taxpayer  on  the  difference  be- 
tween the  amount  actually  taken  into  ac- 
count by  the  taxpayer  for  each  year  of  the 
contract  and  the  amount  the  taxpayer 
would  have  taken  into  account  recomputing 
the  40-percent  portion  under  the  look-back 
method. 

Independent  research  and  development  costs 
Under  the  conference  agreement,  inde- 
pendent research  and  development  costs  are 
expressly  excepted  from  the  category  of  ca- 
pitalizable costs.  Independent  research  and 
development  costs  for  this  purpose  are  de- 
fined as  any  expenses  Incurred  in  the  per- 
formance of  independent  research  and  de- 
velopment other  than  (1)  expenses  directly 
attributable  to  a  long-term  contract  in  exist- 
ence when  the  expenses  are  incurred,  and 
(2)  any  expenses  under  an  agreement  to  per- 
form research  and  development.' 


In  particular,  the  conferees  Intend  that 
the  contractual  arrangement  regarding 
IR&D  and  its  allocation  to  the  contract 
shall  not  be  severed,  for  Federal  income  Ux 
purposes,  from  the  long-term  contract  in 
such  a  manner  as  to  render  IR&D  ineligible 
for  treatment  as  a  cost  of  a  long-term  con- 
tract, or  to  accelerate  the  recognition  of  any 
income  pertaining  to  IR&D  in  comparison 
to  the  recognition  of  income  which  would 
otherwise  occur  under  the  taxpayer's 
method  of  accounting. 

The  conferees  are  aware  that  the  treat- 
ment of  independent  research  and  develop- 
ment (IR&D)  is  presently  a  subject  of  con- 
troversy between  taxpayers  and  the  Inter- 
nal Revenue  Service.  Under  the  conference 
agreement,  the  position  of  the  Internal  Rev- 
enue Service  in  several  recent  technical 
advice  memoranda  is  expressly  overruled. 
Exception  for  small  coTistmction  contracts 

Under  the  conference  agreement,  the  re- 
quired use  of  either  the  percentage  of  com- 
pletion-capitalized cost  method  or  the  per- 
centage of  completion  method  does  not 
apply  to  certain  small  construction  con- 
tracts. Contracts  within  this  exception  are 
those  contracts  for  the  construction  or  Im- 
provement of  real  property  if  the  contract 
(1)  is  expected  to  be  completed  within  the 
two-year  period  beginning  on  the  com- 
mencement date  of  the  contract,  and  (2)  is 
performed  by  a  taxpayer  whose  average 
annual  gross  receipts  for  the  three  Uxable 
years  preceding  the  taxable  year  in  which 
the  contract  is  entered  into  do  not  exceed 
$10  million.  Contracts  eligible  for  this  ex- 
ception will  remain  subject  to  the  rules  of 
present  law  (i.e.,  the  regulations  applicable 
to  non-extended  period  long-term  con- 
tracts). Since  such  contracts  Involve  the 
construction  of  real  property,  they  are  sub- 
ject to  the  interest  capitalization  rules  of 
the  conference  agreement  without  regard  to 
their  duration. 
Effective  date 

The  provisions  of  the  conference  agree- 
ment generally  are  effective  for  contracU 
entered  into  after  February  28, 1986. 

For  purposes  of  accounting  for  long-term 
contracts,  the  treatment  of  independent  re- 
search and  development  costs  (as  includible 
in  contract  price  but  not  includible  in  capi- 
talizable contract  costs)  applies  to  all  open 
taxable  years  of  taxpayers. 

F.  Reserve  for  Bad  Debts 


'  The  conferees  intend  that  any  costs  that  qualify 
as  independent  research  and  development  cosU 
under  the  Federal  Acquisition  Regulations  System. 
48  C.F.R.  sec.  31.205-18  (1985).  will  qualify  under 
this  provision. 


Present  Law 

Present  law  permits  taxpayers  to  take  a 
deduction  for  losses  on  business  debts  using 
either  the  specific  charge-off  method  or  the 
reserve  method.  The  specific  charge-off 
method  allows  a  deduction  at  the  time  and 
in  the  amount  that  any  individual  debt  is 
wholly  or  partially  worthless.  The  reserve 
method  allows  the  current  deduction  of  the 
amount  that  is  necessary  to  bring  the  bal- 
ance in  the  bad  debt  reserve  account  as  of 
the  beginning  of  the  year,  adjusted  for 
actual  bad  debt  losses  and  recoveries,  to  the 
balance  allowable  under  an  approved 
method  as  of  the  end  of  the  year.  The  de- 
duction taken  under  the  reserve  method  is 
required  to  be  reasonable  in  amount,  deter- 
mined in  light  of  the  facts  existing  at  the 
close  of  the  taxable  year. 

Worthless  debts  are  charged  off.  resulting 
in  a  deduction  under  the  specific  charge-off 
method,  or  an  adjustment  to  the  reserve  ac- 
coimt  under  the  reserve  method,  in  the  year 
in  which  they  become  worthless.  In  the  case 
of  a  partially  worthless  debt,  the  amount  al- 
lowed to  be  charged  off  for  Federal  Income 
tax   purposes   cannot  exceed   the   amovmt 
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charged-off  on  the  taxpayer's  books.  No 
such  requirement  is  applicable  to  wholly 
worthless  debts. 

Present  law  requires  an  actual  debt  be 
owed  to  the  taxpayer  in  order  to  support 
the  creation  of  a  reserve  for  bad  debts.  An 
exception  to  this  rule  is  provided  for  dealers 
who  guarantee,  endorse,  or  provide  indemni- 
ty agreements  on  debt  owed  to  others  if  the 
potential  obligation  of  the  dealer  arises 
from  its  sale  of  real  or  tangible  personal 
property. 

House  Bill 

The  House  bill  repeals  the  availability  of 
the  reserve  method  in  computing  the  deduc- 
tion for  bad  debts  for  all  taxpayers,  other 
than  commercial  banks  whose  assets  do  not 
exceed  $500  million,  and  thrift  institutions. 
Wholly  worthless  debU  are  not  deductible 
for  Federal  income  tax  purposes  until 
charged  off  on  the  taxpayer's  books,  as  is 
the  case  under  present  law  for  partially 
worthless  debts.  The  House  bill  does  not  ad- 
dress the  continued  use  of  the  reserve 
method  by  dealers  who  guarantee,  endorse, 
or  provide  indemnity  agreements  with 
regard  to  debt  obligations  arising  out  of  the 
sale  by  the  dealer  of  real  or  tangible  person- 
al property  in  the  ordinary  course  of  busi- 
ness. 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31,  1985. 
The  balance  in  any  reserve  for  bad  debts  as 
of  the  effective  date  is  to  be  taken  into 
income  ratably  over  a  five-year  period. 

Senate  Amendment 
The  Senate  amendment  repeals  the  avail- 
ability of  the  reserve  method  in  computing 
the  deduction  for  bad  debts  for  all  taxpay- 
ers, other  than  financial  institutions,  banks 
or  cooperatives,  production  credit  associa- 
tions, and  certain  finance  companies. 
Wholly  worthless  debts  are  not  deductible 
for  Federal  income  tax  purposes  until 
charged  off  on  the  taxpayer's  books,  as  is 
the  case  under  present  law  for  partially 
worthless  debts. 

The  Senate  amendment  also  repeals  the 
reserve  method  for  dealers  who  guarantee, 
endorse,  or  provide  indemnity  agreements 
with  respect  to  debt  obligations  arising  out 
of  the  sale  by  the  dealer  of  real  or  tangible 
personal  property  in  the  ordinary  course  of 
business  (sec.  166(f)). 

The  Senate  amendment  is  effective  for 
taxable  years  beginning  after  December  31, 
1986.  The  balance  in  any  reserve  for  bad 
debts  as  of  the  effective  date  is  to  be  includ- 
ed in  income  ratably  over  a  five-year  period. 
In  the  case  of  a  bad  debt  reserve  for  guaran- 
tees, the  amount  of  the  reserve  is  first  re- 
duced by  the  remaining  balance  in  any  sus- 
pense accoimt  established  under  section 
166(f)(4),  and  the  net  amount  taken  Into 
income  ratably  over  a  five-year  period  be- 
ginning with  the  first  taxable  year  begin- 
ning after  December  31,  1986. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  House  bill  with  regard  to  the  avail- 
ability of  the  reserve  method  for  computing 
losses  on  business  debts.  Thus,  taxpayers 
(other  than  certain  financial  institutions) 
will  be  required  to  use  the  specific  charge- 
off  method  In  accounting  for  losses  on  bad 
debts.  In  determining  whether  a  debt  is 
worthless,  the  fact  that  a  utility  is  required 
to  continue  to  provide  services  to  a  customer 
whose  accoimt  has  otherwise  been  deter- 
mined to  be  uncollectible  will  not  be  consid- 
ered as  evidence  that  the  debt  is  not  worth- 
less for  Federal  income  tax  purposes. 
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The  conference  agreement  does  not  in- 
clude the  provision  limiting  the  deduction 
of  wholly  worthless  business  debts  to  the 
amount  written  off  on  the  taxpayer's  books. 
Thus,  a  wholly  worthless  debt  will  be  de- 
ductible in  full  in  the  year  that  it  becomes 
worthless,  as  is  the  case  under  present  law. 

The  conference  agreement  follows  the 
Senate  amendment  in  repealing  the  reserve 
method  for  dealers  who  guarantee,  endorse, 
or  provide  indenuiity  agreements  with  re- 
spect to  debt  obligations  arising  out  of  the 
sale  by  the  dealer  of  real  or  tangible  person- 
al property  in  the  ordinary  course  of  busi- 
ness. 

The  provision  of  the  conference  agree- 
ment is  effective  for  taxable  years  l}eginning 
after  December  31,  1986.  Any  change  from 
the  reserve  method  of  accounting  for  bad 
debts  is  treated  as  a  change  in  method  of  ac- 
counting initiated  by  the  taxpayer  with  the 
consent  of  the  Secretary  of  the  Treasury. 
The  balance  in  any  reserve  for  bad  debts  as 
of  the  effective  date  is  generally  to  be  in- 
cluded in  income  ratably  over  a  four-year 
period.  The  amount  to  be  included  in 
income  is  the  full  balance  of  the  reserve  ac- 
count, without  offset  for  any  anticipated 
amounts  that  will  not  be  currently  accrued 
as  income  under  the  rules  allowing  accrual 
basis  service  providers  to  exclude  from 
income  amounts  that  are  statistically  deter- 
mined not  to  be  collectible  until  such 
amounts  are  actually  collected  (see  VIII.  A., 
supra).  In  the  case  of  a  bad  debt  reserve  for 
guarantees,  the  amount  of  the  reserve  sub- 
ject to  inclusion  is  first  reduced  by  the  re- 
maining balance  in  any  suspense  account  es- 
tablished under  section  166(f)<4). 

The  conferees  intend  that  (1)  net  operat- 
ing loss  and  tax  credit  carryforwards  will  be 
allowed  to  offset  any  positive  section  481  ad- 
justment: and  (2)  for  purposes  of  determin- 
ing estimated  tax  payments,  the  section  481 
adjustment  will  be  recognized  in  taxable 
income  ratably  throughout  the  year  in  ques- 
tion. 

The  conferees  also  direct  the  Secretary  of 
the  Treasury  to  study  and  to  issue  a  report 
regarding  appropriate  criteria  to  be  used  to 
determine  if  a  debt  is  worthless  for  Federal 
income  tax  purposes.  The  conferees  antici- 
pate that  the  report  will  consider  under 
what  circumstances  a  rule  providing  for  a 
conclusive  or  rebuttable  presumption  of  the 
worthlessness  of  an  indebtedness  is  appro- 
priate. 

The  final  report  is  to  be  submitted,  by 
January  1.  1988,  to  the  House  Committee  on 
Ways  and  Means  and  the  Senate  Committee 
on  Finance. 

G.  Taxable  Yean  of  Partnerships.  S 

Corporations,  and  Personal  Service  Corporations 

Present  Law 

Partnerships.— Vresenl  law  requires  a 
partnership  adopting  or  changing  a  taxable 
year  to  use  the  same  taxable  year  as  all  of 
its  principal  partners  (or  the  calendar  year, 
if  all  of  the  partnership's  principal  partners 
do  not  have  the  same  taxable  year),  unless 
the  partnership  establishes  to  the  satisfac- 
tion of  the  Secretary  of  the  Treasury  a  busi- 
ness purpose  for  selecting  a  different  tax- 
able year  (sec.  706).  A  partnership  that 
adopted  its  taxable  year  prior  to  April  2, 
1954,  is  not  required  to  change  its  taxable 
year  regardless  of  whether  the  taxable  year 
adopted  is  the  same  as  the  taxable  year  of 
all  of  the  principal  partners  (Treas.  Reg. 
sec.  1.706-l(bK6)). 

In  1972,  the  Internal  Revenue  Service  an- 
nounced in  Revenue  Procedure  72-51  (1972- 
2  C.B.  832)  that  requests  by  a  partnership  to 
adopt  or  change  to  an  accounting  period  dif- 


fering from  that  of  the  principal  partners 
generally  will  be  approved  where  the  adop- 
tion of  such  change  would  result  in  the  de- 
ferral of  income  to  the  partners  of  three 
months  or  less. 

S  corpora/iona.— Present  law  requires  a 
corporation  that  makes  an  election  to  be 
taxed  as  an  S  corporation,  or  an  S  corpora- 
tion that  changes  its  taxable  year  to  adopt  a 
"permitted  year"  (sec.  1378).  A  permitted 
year  is  a  calendar  year  or  any  other  ac- 
counting period  for  which  the  S  corporation 
establishes  a  business  purpose  to  the  satis- 
faction of  the  Secretary  of  the  Treasury.  A 
corporation  that  was  an  S  corporation  for  a 
taxable  year  that  includes  December  31, 
1982  (or  that  was  an  S  corporation  for  a  tax- 
able year  beginning  in  1983  by  reason  of  an 
election  made  on  or  before  October  19,  1982) 
may  retain  a  taxable  year  that  is  not  a  per- 
mitted year.  However,  if  more  than  50  per- 
cent of  the  stock  of  such  an  S  corporation  is 
newly  owned  stock,  the  S  corporation  must 
change  its  taxable  year  to  a  permitted  year. 
Revenue  Procedure  83-25  (1983-1  C.B.  689) 
provides  procedures  that  the  Internal  Reve- 
nue Service  will  follow  in  approving  a  re- 
quest by  a  S  corporation  desiring  to  change 
to,  or  to  adopt,  a  taxable  year  other  than  a 
calendar  year.  Revenue  Procedure  83-25 
provides  that  requests  will  be  approved 
where  the  adoption  of  the  taxable  year  re- 
sults in  the  deferral  of  income  to  sharehold- 
ers of  three  months  or  less. 

Personal  service  corporations.— A  personal 
service  corporation  generally  may  adopt  any 
taxable  year  on  its  first  Federal  income  tax 
return  that  conforms  with  its  annual  ac- 
counting period.  A  personal  service  corpora- 
tion desiring  to  change  its  taxable  year 
must  generally  first  obtain  the  consent  of 
the  Secretary  of  the  Treasury. 

House  Bill 

No  provision. 

Senate  Amendment 

In  general,  the  Senate  amendment  re- 
quires that  all  partnerships,  S  corporations, 
and  personal  service  corporations  conform 
their  taxable  years  to  the  taxable  years  of 
their  owners.  An  exception  to  the  rule  is 
made  in  the  case  where  the  partnership,  S 
corporation,  or  personal  service  corporation 
establishes  to  the  satisfaction  of  the  Secre- 
tary of  the  Treasury  a  business  purt>ose  for 
having  a  different  taxable  year.  The  defer- 
ral of  income  to  owners  for  a  limited  period 
of  time,  such  as  the  three  months  or  less 
rule  of  present  law.  is  not  to  be  treated  as  a 
business  purpose. 

All  partnerships  generally  are  required  to 
adopt  the  same  taxable  year  as  the  partners 
owning  a  majority  interest  in  partnership 
profits  and  capital.  If  partners  owning  a  ma- 
jority of  partnership  profits  and  capital  do 
not  have  the  same  taxable  year,  the  part- 
nership is  required  to  adopt  the  same  tax- 
able year  as  all  of  its  principal  partners.  If 
neither  partners  owning  a  majority  of  part- 
nership profits  and  capital,  or  all  of  the 
partnership's  principal  partners  have  the 
same  taxable  year,  the  partnership  is  re- 
quired to  adopt  the  calendar  year.  S  corpo- 
rations and  personal  service  corporations 
generally  are  required  U»  adopt  the  calendar 
year. 

The  amendment  is  effective  for  taxable 
years  begiiming  after  December  31,  1986.  A 
partner  in  a  partnership  or  a  shareholder  in 
an  S  corix>ration  that  is  required  to  include 
the  items  from  more  than  one  taxable  year 
of  the  partnership  or  S  corporation  in  any 
one  taxable  year  as  a  result  of  the  amend- 
ment is  allowed  to  take  into  account  the 


items  from  the  short  taxable  yeai-  of  the 
partnership  or  S  corporation  ratably  in  each 
of  the  partner's  or  shareholder's  four  tax- 
able years  beginning  after  December  31, 
1986,  unless  the  partner  or  shareholder 
elects  to  include  all  such  amounts  in  the 
taxable  year  to  which  they  would  otherwise 
apply. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment. 

The  conference  agreement  extends  the 
provisions  of  section  267  to  provide  that  a 
personal  service  corporation  and  its  employ- 
ee-owners are  treated  as  related  taxpayers 
regardless  of  the  amount  of  the  corpora- 
tion's stock  owned,  directly  or  indirectly,  by 
the  employee-owner.  Thus,  a  personal  serv- 
ice corporation  may  not  deduct  payments 
made  to  employee-owners  prior  to  the  time 
that  such  employee-owner  would  include 
the  payment  in  gross  income. 

The  rule  allowing  partners  or  sharehold- 
ers of  a  partnership  or  S  corporation  to  in- 
clude items  of  income  from  the  short  year 
of  the  partnership  or  S  corporation  in  each 
of  the  partner  or  shareholder's  four  taxable 
years  beginning  after  December  31,  1986  is 
applicable  regardless  of  what  type  of  entity 
the  partner  or  S  corporation  shareholder  is. 
Thus,  a  personal  service  corporation  that  is 
a  partner  in  a  partnership  required  to  adopt 
a  new  taxable  year  as  a  result  of  this  provi- 
sion is  eligible  to  include  the  partner's  dis- 
tributive share  of  partnership  income  over 
four  taxable  years.  The  rule  is  applicable  to 
income  from  an  S  corporation  only  if  such 
corporation  was  an  S  corporation  for  a  tax- 
able year  beginning  in  1986. 

The  conferees  intend  that  any  partner- 
ship that  received  permission  to  use  a  fiscal 
year-end  (other  than  a  year-end  that  result- 
ed in  a  three-month  or  less  deferral  of 
income)  under  the  provisions  of  Rev.  Proc. 
74-33,  1974-2  C.B.  489,  shall  be  allowed  to 
continue  the  use  of  such  taxable  year  with- 
out obtaining  the  approval  of  the  Secretary. 
Similarly,  any  S  corporation  that  received 
permission  to  use  a  fiscal  year-end  (other 
than  a  year-end  that  resulted  in  a  three- 
month  or  less  deferral  of  income),  which 
permission  was  granted  on  or  after  the  ef- 
fective date  of  Rev.  Proc.  74-33,  shall  be  al- 
lowed to  continue  the  use  of  such  taxable 
year  without  obtaining  the  approval  of  the 
Secretary. 

Moreover,  any  partnership,  S  corporation, 
or  personal  service  corporation  may  adopt, 
retain,  or  change  to  a  taxable  year,  under 
procedures  established  by  the  Secretary,  if 
the  use  of  such  year  meets  the  requirements 
of  the  "25%  test"  as  described  in  Rev.  Proc. 
83-25,  1983-1  C.B.  689  (i.e.,  25%  or  more  of 
the  taxpayer's  gross  receipts  for  the  12- 
month  period  in  question  are  recognized  in 
the  last  two  months  of  such  period  and  this 
requirement  has  been  met  for  the  specified 
three  consecutive  12-month  periods). 

In  addition,  the  Secretary  may  prescribe 
other  tests  to  be  used  to  establish  the  exist- 
ence of  a  business  puri>ose,  if,  in  the  discre- 
tion of  the  Secretary,  such  tests  are  desira- 
ble and  expedient  towards  the  efficient  ad- 
ministration of  the  tax  laws. 

The  conferees  intend  that  (I)  the  use  of  a 
particular  year  for  regulatory  or  financial 
accounting  purposes:  (2)  the  hiring  patterns 
of  a  particular  business,  e.g..  the  fact  that  a 
firm  typically  hires  staff  during  certain 
times  of  the  year;  (3)  the  use  of  a  particular 
year  for  administrative  purposes,  such  as 
the  admission  or  retirement  of  partners  or 
shareholders,  promotion  of  staff,  and  com- 
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pensation  or  retirement  arrangements  with 

staff,  partners,  or  shareholders;  and  (iv)  the        fjo  provision. 

fact  that  a  particular  business  involves  the 

use  of  price  lists,  model  year,  or  other  items 

that  change  on  an  aiuiual  basis  ordinarily 

will  not  be  sufficient  to  establish  that  the 

business  purpose  requirement  for  a  particu- 
lar taxable  year  has  been  met.] 

The  conferees  anticipate  that  the  Secre- 
tary of  the  Treasury  will  promulgate  regula- 
tions regarding  the  use  of  the  52-53  week 

taxable  year  to  prevent  the  evasion  of  the 

principles  of  this  provision.  It  is  anticipated 

that  the  regulations  will  provide  that,  for 

the  purpose  of  determining  when  taxable 

income  is  included  by  a  partner  or  S  corpo- 
ration shareholder,  a. 52-53  week  Uxable 

year  of  a  partner,  shareholder,  partnership, 

or  S  corporation  will  be  treated  as  ending  on 

the  last  day  of  the  calendar  month  ending 

nearest  to  the  last  day  of  such  52-53  week 

taxable  year.  For  example,  a  calendar  year 

partner  will  include  its  share  of  taxable 

income  from  a  partnership  with  a  52-53 

week  taxable  year  ending  on  January  3, 

1988    In    its    1987    calendar    year    Federal 

Income  tax  return.  The  Secretary  of  the 

Treasury  may  also  prescribe  similar  rules  to 

prevent  the  evasion  of  the  principles  of  the 

provision  through  the  use  of  a  52-53  week 

taxable  year  by  personal  service  corpora- 
tions   and    the    shareholder-employees    of 

such  corporations.  It  is  also  anticipated  that 

the  Secretary  of  the  Treasury  will  suspend 

the  operation  of  Treas.  Reg.  sec.  1.441 -2(c) 

allowing  taxpayers  in  certain  cases  to  adopt, 

or  change  to,  a  52-53  week  taxable  year 

without  the  approval  of  the  Secretary  of 

the  Treasury. 

Some  partnerships  and  S  corporations 
that  adopted  a  taxable  year  providing  a  de- 
ferral of  income  to  owners  of  three  months 
or  less  were  required  to  include  the  amount 
of  deferral  obtained  in  income  over  a  10- 
year  period.  Any  portion  of  such  amount 
not  taken  into  income  as  of  the  effective 
date  of  the  provision  may  be  used  to  reduce 
the  income  attributable  to  any  short  tax- 
able year  required  by  the  provision. 

H.  Special  Treatment  of  Certain  Itemg 
1.  Qualifled  discount  coupons 
Present  Law 
Under  present  law,  issuers  of  qualified  dis- 
count coupons  using  the  accrual  method  of 
accounting  may  elect  to  deduct  the  cost  of 
redeeming  qualified  discount  coupons  out- 
standing at  the  close  of  the  taxable  year 
and  received  for  redemption  by  the  taxpay- 
er within  a  statutory  redemption  period  fol- 
lowing the  close  of  the  taxable  year  (sec. 
466).  The  statutory  redemption  period  is  the 
6-month  period  inunediately  following  the 
close  of  the  Uxable  year,  unless  the  taxpay- 
er elects  a  shorter  period. 

A  qualified  discount  coupon  is  a  coupon 
which  (I)  is  issued  by  the  taxpayer,  (2)  is  re- 
deemable by  the  taxpayer,  and  (3)  aUows  a 
discount  on  the  purchase  price  of  merchan- 
dise or  other  tangible  personal  property. 
The  coupon  must  not  be  redeemable  direct- 
ly by  the  issuer  (i.e.,  a  direct  consumer 
rebate)  and  may  not  by  itself,  or  in  conjunc- 
tion with  any  other  coupons,  bring  about  a 
price  reduction  of  more  than  $5  with  respect 
to  any  item. 

The  election  must  be  mzAe  with  respect  to 
each  trade  or  business  of  the  taxpayer  and 
constitutes  a  method  of  accounting.  Revoca- 
tion of  an  election  may  be  made  only  with 
permission  of  the  Secretary  of  the  Treasury. 
In  certain  situations,  a  Uxpayer  is  required 
to  establish  a  suspense  account  in  the  year 
of  election  in  order  to  limit  the  bimching  of 
deductions  in  that  year.  No  provision. 


House  Bill 


Senate  Amendment 
The  Senate  amendment  repeals  the  provi- 
sion of  present  law  allowing  a  deduction  for 
the  cost  of  redeeming  qualified  discount 
coupons  received  during  a  redemption 
period  after  the  close  of  the  Uxable  year. 
As  a  result,  only  those  costs  of  redeeming 
discount  coupons  received  for  redemption 
during  the  taxable  year  will  be  allowed  as  a 
deduction  during  that  Uxable  year. 

The  Senate  amendment  treats  any  Ux- 
payer currently  electing  to  deduct  the  cost 
of  redeeming  qualified  discount  coupons  as 
having  elected  to  change  its  method  of  ac- 
counting. The  change  will  be  considered  to 
have  been  initiated  by  the  Uxpayer  with 
the  consent  of  the  SecreUry  of  the  Treas- 
ury. Any  adjustment  which  is  required  to  be 
made  by  section  481  will  be  reduced  by  any 
balance  in  the  suspense  account  of  the  Ux- 
payer, and  the  net  amount  is  to  be  Uken 
into  account  over  a  period  not  to  exceed  five 
taxable  years,  commencing  with  the  first 
taxable  year  beginning  after  December  31. 
1986.  It  is  expected  that  the  concepte  of 
Revenue  Procedure  84-74,  1984-2  C.B.  736. 
generally  will  apply  to  determine  the  actual 
timing  of  recognition  or  expense  as  a  result 
of  the  adjustments  arising  from  this  provi- 
sion. 

The  provision  of  the  Senate  amendment  is 
effective  for  Uxable  years  beginning  after 
December  31.  1986. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment.  The  net  ad- 
justment required  to  be  made  as  a  result  of 
the  provision,  after  reduction  for  any  bal- 
ance in  the  suspense  account,  is  required  to 
be  taken  into  account  over  a  period  not  to 
exceed  four  taxable  years,  commencing  with 
the  first  Uxable  year  ending  after  Decem- 
ber 31,  1986. 

The  conferees  also  intend  that  (i)  net  op- 
erating loss  and  tax  credit  carryforwards 
will  be  allowed  to  offset  any  positive  section 
481  adjustment;  and  (ii)  for  purposes  of  de- 
termining estimated  tax  payments,  the  sec- 
tion 481  adjustment  will  be  recognized  in 
taxable  income  ratably  throughout  the  year 
in  question. 

2.  Utilities  using  accrual  accounting 
Present  Law 
Present  law  requires  taxpayers  using  the 
accrual  method  of  accounting  to  recognize 
income  at  the  time  all  the  events  have  oc- 
curred which  esUblish  the  taxpayer's  right 
to  receive  the  income  and  the  amount  of 
income  can  be  established  with  reasonable 
accuracy. 

The  Internal  Revenue  Service  has  allowed 
utilities  using  the  accrual  method  of  ac- 
counting to  recognize  income  in  the  taxable 
year  in  which  a  customer's  utility  meter  is 
read,  providing  a  similar  technique  is  used 
for  financial  accounting  purpose  (Rev.  Rul. 
72-114,  1972-1  C.B.  124).  Recent  judicial  de- 
cisions have  allowed  income  to  be  recog- 
nized in  the  taxable  year  in  which  a  custom- 
er's utUity  meter  is  read  regardless  of  the 
technique  used  for  financial  accounting  pur- 
poses. See,  e.g..  Orange  and  Rockland  Utili- 
ties v.  Commissioner,  86  T.C.  No.  14  (1986). 
Some  courts  also  have  held  that  Uxpayers 
are  allowed  to  defer  recognition  of  income 
until  such  time  as  the  taxpayer  bills  (or  is 
entitled  to  bill)  the  customer  for  services. 
House  Bill 


Senate  Amendment 
The  Senate  amendment  requires  accrual 
basis  taxpayers  to  recognize  income  attrib- 
uUble  to  the  furnishing  or  sale  of  utility 
services  to  customers  not  later  than  the  tax- 
able year  in  which  such  services  are  provid- 
ed to  the  customer.  The  year  in  which  utili- 
ty services  are  provided  may  not  be  deter- 
mined by  reference  to  the  time  the  custom- 
er's meter  is  read  or  to  the  time  that  the 
customer  is  billed  (or  may  be  billed)  for 
such  ser\'ices. 

The  effect  of  the  provision  is  to  require  an 
estimate  of  the  income  attribuUble  to  utili- 
ty services  provided  during  the  Uxable  year 
but  after  the  final  meter  reading  or  billing 
date  which  falls  within  the  Uxable  year.  It 
is  anticipated  that,  where  it  is  not  practical 
for  the  utility  to  determine  the  actual 
amount  of  services  provided  through  the 
end  of  the  current  year,  this  estimate  may 
be  made  by  assigning  a  pro  rata  portion  of 
the  revenues  determined  as  of  the  first 
meter  reading  date  or  billing  date  of  the  fol- 
lowing Uxable  year. 

Utility  services  subject  to  the  Senate 
amendment  are  the  provision  of  electrical 
energy,  water  or  sewage  disposal,  the  fur- 
nishing of  gas  or  steam  through  a  local  dis- 
tribution system,  telephone  and  other  com- 
munications services,  and  the  transporta- 
tion of  gas  or  steam  by  pipeline.  It  is  antici- 
pated that  similar  rules  also  would  be  appli- 
cable to  other  utility  services  which  might 
come  into  existence  at  some  future  date. 
Whether  or  not  a  utility  service  is  regulated 
by  a  government  or  govemmenul  agency 
does  not  affect  ite  treatment  under  this  pro- 
vision. The  Senate  amendment  creates  no 
inference  as  to  the  proper  Federal  income 
Ux  treatment  of  utility  services  under  cur- 
rent law. 

The  conferees  are  aware  that  the  proper 
accounting  for  utility  services  is  presently  a 
matter  of  controversy  between  taxpayers 
and  the  Internal  Revenue  Service.  In  order 
to  minimize  disputes  over  prior  Uxable 
years,  the  conference  agreement  provides 
that,  for  any  taxable  year  beginning  before 
August  16.  1986.  a  method  of  accounting 
which  took  into  accoimt  income  from  the 
providing  of  utility  services  on  the  basis  of 
the  period  in  which  the  customers'  meters 
were  read  shall  be  deemed  to  be  proper  for 
Federal  income  Ux  purposes.  No  inference 
is  intended  as  to  methods  of  accounting  for 
utility  services  not  described  in  the  preced- 
ing sentence  (e.g.,  a  method  of  accounting 
which  takes  income  into  account  on  the 
basis  of  the  date  the  customer  is  billed  for 
utility  services). 

The  provision  is  effective  for  Uxable 
years  beginning  after  December  31,  1986. 
The  amount  of  any  adjustment  required  to 
be  made  as  a  result  of  this  provision  is  to  be 
included  in  income  ratably  over  the  first 
four  taxable  years  for  which  the  proposal  is 
effective. 

Conference  Agreement 
The   conference   agreement    follows   the 
provision  of  the  Senate  amendment. 

The  conferees  also  intend  that  (i)  net  op- 
erating loss  and  tax  credit  carryforwards 
will  be  allowed  to  offset  any  positive  section 
481  adjustment;  and  (ii)  for  purposes  of  de- 
termining estimated  tax  payments,  the  sec- 
tion 481  adjustment  will  be  recognized  in 
taxable  income  raUbly  throughout  the  year 
in  question.  ^    ^  .  . 

In  addition,  the  conferees  intend  that  tax- 
payers required  to  accrue  income  at  the 
time  the  utility  services  are  furnished  to 
customers  may  accrue  at  such  time  any  de- 
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ductions  for  the  related  costs  of  providing 
the  utility  services  if  economic  performance 
has  occurred  with  respect  to  such  costs 
within  the  taxable  year  in  question.  There- 
fore, the  conferees  Intend  that  any  change 
in  accounting  method  required  under  this 
provision  include  any  related  change  in  ac- 
counting method  for  the  related  items  of  ex- 
pense or  deduction.  The  section  481  adjust- 
ment is  then  to  be  computed  on  the  net 
amount  of  the  two  changes  and  taken  into 
income  ratably  over  a  4-year  period. 
3.  Contributions  in  aid  of  construction 
Present  law 
The  gross  income  of  a  corporation  does 
not  include  contributions  to  its  capital.  A 
corporate  regulated  public  utility  that  pro- 
vides electric  energy,  gas  (through  a  local 
distribution  system  or  transportation  by 
pipeline),  water,  or  sewage  disposal  services 
may  treat  contributions  received  in  aid  of 
construction  as  a  contribution  to  capital  not 
includible  in  gross  income.  Such  contribu- 
tions may  not  be  included  in  the  utility's 
rate  base  for  rate  making  purposes.  Proper- 
ty received  (or  purchased  with  the  proceeds 
of)  a  contribution  to  capital  htis  no  depre- 
ciable basis  for  Federal  income  tax  purposes 
and  is  not  eligible  for  the  Investment  tax 
credit. 

House  Bill 

The  House  bill  repeals  the  provision  of 
present  law  allowing  contributions  in  aid  of 
construction  received  by  a  corporate  regu- 
lated public  utility  to  be  excluded  from 
gross  income.  Property,  including  money, 
that  is  received  to  encourage  the  provision 
of  services  to,  or  for  the  benefit  of.  the 
person  transferring  the  property  must  be  in- 
cluded as  an  item  of  gross  income. 

The  provision  is  effective  for  contribu- 
tions received  after  December  31,  1985. 
Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
provision  of  the  House  bill,  effective  for 
contributions  received  after  December  31. 
1986. 

4.  Discharge  of  indebtedness  income  of  solvent 
taxpayers 

Present  Law 
Present  law  generally  requires  taxpayers 
to  include  in  gross  income  the  amount  of 
any  discharge  of  indebtedness  to  the  extent 
the  taxpayer  is  solvent  following  the  dis- 
charge. In  the  case  of  a  discharge  of  quali- 
fied business  indebtedness,  a  taxpayer  may 
elect  to  reduce  the  basis  of  depreciable 
assets  (or.  by  election,  inventory)  instead  of 
including  the  amount  of  the  discharge  in 
gross  income.  Qualified  business  indebted- 
ness is  indebtedness  incurred  or  assumed  by 
a  corporation  or  by  an  individual  in  connec- 
tion with  property  used  in  the  individual's 
trade  or  business. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  repeals  the  provi- 
sion of  present  law  that  provides  for  the 
election  to  exclude  income  from  the  dis- 
charge of  qualified  business  indebtedness 
from  gross  income.  Thus,  any  discharge  of 
indebtedness,  other  than  a  discharge  in  title 
11  cases  or  a  discharge  that  occurs  when  the 
taxpayer  is  insolvent,  results  in  the  current 
recognition  of  income  in  the  amount  of  the 
discharge. 

The  Senate  amendment  does  not  change 
the  present-law  treatment  of  a  discharge  of 
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indebtedness  that  occurs  in  a  title  1 1  case  or 
when  the  taxpayer  is  insolvent  (including  a 
farmer  treated  as  insolvent  under  section 
108(g)  as  added  by  the  amendment,  see  IV. 
A.  7.),  nor  does  it  change  the  provision  of 
present  law  (sec.  108(e)(5))  that  treats  any 
reduction  of  purchase-money  debt  of  a  sol- 
vent debtor  as  a  purchase  price  adjustment, 
rather  than  a  discharge  of  indebtedness. 

The  provision  of  the  Senate  amendment  is 
applicable  to  discharges  of  indebtedness  oc- 
curring after  December  31.  1986. 
Conference  Agreement 

The    conference    agreement    follows    the 
Senate  amendment. 

TITLE  IX.  FINANCIAL  INSTITUTIONS 
\.  Reserves  for  Bad  Debts 
1.  Commercial  Banks 

Present  Law 
In  general 

Under  present  law,  commercial  banks'  are 
allowed  to  use  either  the  specific  charge-off 
method  or  the  reserve  method  in  computing 
their  deduction  for  bad  debts  for  Federal 
income  tax  purposes.  Under  the  reserve 
method,  a  commercial  bank  is  entitled  to  a 
deduction  equal  to  that  amount  necessary 
to  increase  the  year-end  bad  debt  reserve 
balance  to  an  amount  computed  under 
either  the  "bank  experience  method"  or  the 
■percentage  of  eligible  loans  method. " 
Experience  method 

The  maximum  allowed  ending  reserve  bal- 
ance for  a  bank  using  the  bank  experience 
method  is  the  amount  of  loans  outstanding 
at  the  close  of  the  taxable  year  times  a  frac- 
tion, the  numerator  of  which  Is  the  sum  of 
actual  bad  debts  for  the  current  and  five 
preceeding  taxable  years,  and  the  denomi- 
nator of  which  is  the  sum  of  the  amount  of 
loans  outstanding  at  the  close  of  the  each  of 
those  years. 
Percentage  of  eligible  loans  method 

The  maximum  allowed  ending  reserve  bal- 
ance for  a  bank  using  the  percentage  of  eli- 
gible loans  method  is  equal  to  a  specified 
percentage  of  the  oustanding  eligible  loans 
at  the  close  of  the  taxable  year,  plus  an 
amount  determined  under  the  bank  experi- 
ence method  for  loans  other  than  eligible 
loans.  The  specified  percentage  for  taxable 
years  beginning  after  1982  is  0.6  percent.^' 
Eligible  loans  for  this  purpose  generally  are 
loans  incurred  in  the  course  of  a  bank's 
normal  customer  loan  activities  on  which 
there  is  more  than  an  insubstantial  risk  of 
loss.' 


'  A  commercial  bank  is  defined  as  a  domestic  or 
foreign  corporation,  a  substantial  portion  of  whose 
business  consists  or  receiving  deposits  and  making 
loans  and  discounts,  or  of  exercising  fiduciary 
powers  similar  to  those  permitted  national  banks, 
and  who  are  subject  by  law  to  supervision  and  ex- 
amination by  State  or  Federal  Authority  having  su- 
pervision over  banking  institutions  (sec.  581).  For 
the  purpose  of  determining  the  deductions  for  bad 
debts,  the  term  'commercial  bank  "  does  not  include 
domestic  building  and  loan  associations,  mutual 
savings  banks,  or  cooperative  nonprofit  mutual 
banks  cthrift  institutions  "). 

'  For  taxable  years  beginning  after  1975  and 
before  1982.  the  specified  percentage  was  1.2  per- 
cent. For  taxable  years  beginning  in  1982.  the  speci- 
fied percentage  was  1.0  percent. 

'  Specifically  excluded  from  the  definition  of  an 
eligible  loan  are  a  loan  to  a  bank:  a  loan  to  a  domes- 
tic branch  of  a  foreign  corporation  which  would  be 
a  bank  were  it  not  a  foreign  corporation:  a  loan  se- 
cured by  a  deposit  in  the  lending  bank  or  in  an- 
other bank  if  the  taxpayer  bank  has  control  over 
the  withdrawal  of  such  deposit:  a  loan  to  or  guaran- 
teed by  the  United  States,  a  possession  or  instru- 
mentality thereof,  or  to  a  SUte  or  political  subdivi- 


Under  both  the  experience  method  and 
the  percentage  of  eligible  loans  method,  the 
ending  reserve  balance  need  not  be  less  than 
the  balance  at  the  end  of  the  "base  year," 
providing  that  the  amount  of  outstanding 
loans  at  the  close  of  the  current  year  is  at 
least  as  great  as  the  balance  at  the  close  of 
the  base  year. 

A  commercial  bank  may  switch  between 
the  experience  method  and  the  percentage 
of  eligible  loans  method  of  determining  the 
addition  to  its  reserve  for  losses  on  loans 
from  one  year  to  another.  If  the  bad  debt 
reserve  deduction  for  the  taxable  year  de- 
termined under  the  above  rules  exceeds  the 
amount  which  would  have  been  allowed  as  a 
deduction  on  the  basis  of  actual  experience, 
the  deduction  is  reduced  by  20  percent  of 
such  excess  (sec.  291).  Also,  59%  percent  of 
the  deductible  excess  (after  the  20-percent 
reduction)  is  treated  as  a  tax  preference  for 
purposes  of  computing  the  corporate  mini- 
mum tax  (sec.  57). 

The  availability  of  the  percentage  of  eligi- 
ble loans  method  is  scheduled  to  expire 
after  1987.  For  taxable  years  beginning 
after  1987,  banks  will  be  limited  to  the  expe- 
rience method  in  computing  additions  to 
bad  debt  reserves. 

House  Bill 

Repeal  of  reserve  method  for  large  banks 

The  House  bill  retains  present  law  regard- 
ing the  use  of  reserves  in  computing  the  de- 
duction for  losses  on  bad  debt;,  except  in 
the  case  of  "large  banks. "  A  bank  is  consid- 
ered a  "large  bank"  if.  for  the  current  tax- 
able year  or  any  taxable  year  begirming 
after  December  31.  1985,  the  sum  of  the  av- 
erage adjusted  bases  of  all  assets  of  such 
bank  (or  any  controlled  group  of  which  the 
bank  is  a  memljer)  exceeds  $500  million. 
The  adjusted  basis  of  an  asset  generally  will 
be  considered  to  be  the  tax  basis  of  the 
asset,  adjusted  by  those  amounts  allowed  as 
adjustments  to  basis  by  section  1016.  In  de- 
termining the  sum  of  the  average  adjusted 
bases  of  all  assets  of  a  controlled  group,  in- 
terests held  by  one  member  of  such  group  in 
another  member  of  such  group  are  to  be  dis- 
regarded. The  average  adjusted  basis  of  the 
assets  of  a  bank  or  controlled  group  is  the 
average  of  the  adjusted  bases  of  the  assets 
for  each  period  of  time  falling  within  the 
taxable  year  the  bank  is  required  to  report 
for  regulatory  purposes. 

A  controlled  group  for  this  purpose  is  a 
controlled  group  of  corporations  described 
in  section  1563(a)(1).  For  the  purpose  of  de- 
termining the  sum  of  the  adjusted  bases  of 
the  assets  of  a  controlled  group,  all  corpora- 
tions includible  in  the  group  under  the  own- 
ership tests  of  section  1563(a)  are  included, 
without  regard  to  their  status  as  an  "ex- 
cluded member"  of  a  controlled  group  as  a 
result  of  the  application  of  section 
1563(b)(2),  and  whether  or  not  the  corpora- 
tion meets  the  definition  of  a  commercial 
bank. 

Recapture  of  bad  debt  reserves 

Ratable  inclusion  method,— A  commercial 
bank  that  is  determined  to  be  a  large  bank 
generally  is  required  to  include  in  income 
the  balance  in  any  reserve  for  bad  debts, 
ratably  over  a  period  of  five  taxable  years, 
beginning  with  the  disqualification  year.  Al- 
ternatively, the  bank  may  elect  to  include  in 
income  a  greater  amount  in  the  first  year 
for  which  recapture  is  required  and  include 


sion  thereof:  a  loan  evidenced  by  a  security:  a  loan 
of  Federal  funds;  and  commercial  paper.  Sec. 
585(b)(4). 
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any   remaining   amount   ratably   over   the 
next  four  years. 

Cut-off  melhod.— In  lieu  of  recapture,  the 
bank  may  elect  to  use  a  cut-off  approach 
with  regard  to  its  outstanding  loans  at  the 
time  it  becomes  a  large  bank.  Under  the  cut- 
off method,  all  charge-offs  and  recoveries  of 
such  loans  generally  will  be  adjustments  to 
the  reserve  accounts  and  not  separate  items 
of  income  and  expense.  However,  if  the 
charge-off  of  any  loan  would  reduce  the  bal- 
ance in  any  reserve  account  below  zero,  the 
charge-off  shall  be  an  adjustment  to  the  re- 
serve account  only  in  the  amount  necessary 
to  reduce  the  balance  in  such  account  to 
zero.  Any  charge-offs  in  excess  of  such  re- 
serve balance,  and  any  recoveries  with 
regard  to  such  loans,  will  be  items  of  income 
and  expense  in  the  year  of  charge-off  or  re- 
covery, as  if  the  taxpayer  had  always  used 
the  specific  charge-off  method.  Under  the 
cut-off  method,  no  additional  deductions  in 
the  disqualification  year  or  thereafter  are 
allowable  for  additions  to  the  reserve  for 
bad  debts. 

Unless  the  balance  of  a  reserve  account 
has  been  reduced  to  zero  by  the  adjustment 
required  for  a  charged-off  item,  the  allow- 
able ending  balance  for  the  reserve  account 
is  computed  for  year  end  by  taking  into  ac- 
count only  those  debts  which  were  out- 
standing on  the  last  day  of  the  taxable  year 
before  the  disqualification  year.  No  addi- 
tional deductions  may  be  taken  for  an  addi- 
tion to  restore  the  reserve  account  to  its  al- 
lowable ending  balance.  However,  income 
must  be  recognized  in  the  amount  by  which 
the  balance  in  any  reserve  account  after  ad- 
justments for  charge-offs  and  recoveries  ex- 
ceeds the  allowable  ending  balance  for  the 
account. 
Effective  date 

The  provision  of  the  House  bill  is  effective 
for  taxable  years  beginning  after  December 
31,  1985. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
In  general 

The   conference    agreement    follows    the 
House  bill  with  certain  modifications. 
Recapture  of  existing  reserves 

A  large  bank  not  electing  to  use  the  cut- 
off method  is  required  to  recapture  its  bad 
debt  reserve  by  including  10  percent  of  the 
reserve  balance  in  income  in  the  first  tax- 
able year  for  which  the  provision  is  effec- 
tive, 20  percent  in  the  second,  30  percent  in 
the  third,  and  40  percent  in  the  fourth.  A 
bank  may  elect  to  include  more  than  10  per- 
cent of  its  reserve  balance  in  income  in  the 
first  taxable  year.  If  such  an  election  is 
made,  %  of  the  remainder  of  the  reserve 
balance  (after  reduction  for  the  amount  in- 
cluded in  income  in  the  first  taxable  year) 
must  be  included  in  income  in  the  second 
taxable  year,   Va  of  the  remainder  in  the 
third  taxable  year  and  %  of  the  remainder 
in  the  fourth  taxable  year. 
Suspension    of    recapture   for  financially 
troubled  t>anks 
The  conference  agreement  also  provides 
that  a  bank,  other  than  a  bank  electing  to 
use  the  cut-off  method,  may  suspend  the  in- 
clusion in  income  of  its  bad  debt  reserve  for 
any  year  in  which  it  is  a  "financially  trou- 
bled bank."  Nonetheless,  a  financially  trou- 
bled bank  may  elect  to  Include  in  income 
currently  all  or  a  portion  of  the  amount  of 
ite  reserves  that  otherwise  would  be  recap- 
tured that  year. 


A  bank  is  considered  to  be  a  financially 
troubled  bank  If  the  average  of  its  nonper- 
forming  loans  for  the  Uxable  year  exceeds 
75  percent  of  the  average  of  ite  equity  cap- 
ital for  the  year.  Nonperforming  loans  in- 
clude (1)  loans  that  are  "past  due  90  days  or 
more  and  still  accruing,"  (2)  "nonaccrual" 
loans,  and  (3)  "renegotiated  troubled'  debt" 
under  the  existing  standards  of  the  Federal 
Financial  Institution  Examination  Council. 
Equity  capital  is  assete  less  liabilities,  as 
those  amounte  are  reported  for  regulatory 
purposes.  Equity  capital  does  not  include 
the  balance  in  any  reserve  for  bad  debte. 
The  average  of  nonperforming  loans  and 
equity  capital  for  the  year  is  to  be  deter- 
mined as  the  average  of  those  amounte  at 
each  time  during  the  taxable  year  that  the 
bank  is  required  to  report  for  regulatory 
purposes.  In  the  case  of  a  bank  that  is  a 
member  of  a  controlled  group  described  in 
section  1563(a)(1),  the  determination  of 
whether  the  bank  is  a  financially  troubled 
bank  is  made  with  respect  to  all  members  of 
that  controlled  group. 

The  inclusion  in  income  of  a  portion  of 
the  bad  debt  reserve  suspends  for  each  year 
in  which  the  bank  is  considered  to  be  a  fi- 
nancially troubled  bank.  For  example, 
assume  that  a  large  bank  is  financially  trou- 
bled in  the  disqualification  year,  is  not  fi- 
nancially troubled  in  the  two  following 
years,  and  then  returns  to  financially  trou- 
bled status  in  the  fourth  year.  No  portion  of 
ite  bad  debt  reserve  need  be  included  in 
income  during  the  disqualification  year, 
since  the  bank  meete  the  definition  of  a  fi- 
nancially troubled  bank.  In  the  second  year, 
the  bank  must  begin  the  inclusion  of  ite  bad 
debt  reserve  in  income.  As  the  inclusion  in 
income  begins  in  this  year,  the  bank  may  in- 
clude in  income  either  10%  of  ite  reserve 
balance  or  a  greater  amount  if  it  so  electe. 
The  bank  may  not  elect  at  this  time  to  use 
the  cut-off  method,  since  it  has  already 
tolled  the  inclusion  of  the  bad  debt  reserve 
in  income  as  a  financially  troubled  bank.  In 
the  third  year,  the  bank  must  include  2/9  of 
the  bad  debt  reserve  not  included  in  income 
in  the  prior  year.  The  bank  returns  to  trou- 
bled status  in  the  fourth  year  and  no  por- 
tion of  the  bad  debt  reserve  must  be  includ- 
ed in  income  in  that  year.  The  bank  will  be 
required  to  include  the  amount  it  would 
have  included  in  that  year  in  the  next  year 
in  which  it  is  not  a  financially  troubled 
bank. 

The  provision  allowing  a  financially  trou- 
bled bank  to  suspend  the  inclusion  of  ite  bad 
debt  reserve  in  income  does  not  affect  the 
requirement  that  a  large  bank  account  for 
ite  bad  debte  using  the  specific  charge-off 
method. 
Effective  date 

The    provision    is    effective    for    taxable 
years  beginning  after  December  31, 1986. 
2.  Thrift  Institutions 

Present  Law 
General  rule 

Under  present  law.  mutual  savings  banks, 
domestic  building  and  loan  associations  and 
cooperative  banks  without  capital  stock 
which  are  organized  and  operated  for 
mutual  purposes  and  without  profit  (collec- 
tively called  "thrift  institutions"),  are  al- 
lowed to  use  either  the  specific  charge-off 
method  or  the  reserve  method  in  computing 
their  deduction  for  bad  debte  for  Federal 
income  tax  purposes.  For  thrift  institutions 
using  the  reserve  method,  the  reasonable 
addition  to  the  reserve  for  bad  debte  is  equal 
to  the  addition  to  the  reserves  for  losses 
computed    under    the    "bank    experience" 


method,  the  "percentage  of  eligible  loans" 
method,  or.  if  a  sufficient  percentage  of  the 
thrift's  assete  constitute  •qualified  assete," 
the  'percentage  of  taxable  income"  method. 

Permissible  methods 

The  bank  experience  and  percentage  of  el- 
igible loans  methods  for  thrift  institutions 
generally  are  the  same  as  for  commercial 
banks  (discussed  above). 

Under  the  percentage  of  taxable  Income 
method,  an  armual  deduction  is  allowed  for 
a  statutory  percentage  of  taxable  income.' 
The  statutory  percentage  for  tax  years  be- 
ginning after  1978  is  40  percent. 

The  full  40-percent  of  taxable  income  de- 
duction Is  available  only  where  82  percent 
(72  percent  In  the  case  of  mutual  savings 
banks  without  capital  stock)  of  the  thrift  in- 
stitution's assete  are  qualified.  Where  the 
82-percent  test  is  not  met,  the  statutory  rate 
is  reduced  by  three-fourths  of  one  percent- 
age point  for  each  one  percentage  point  of 
such  shortfall.  For  mutual  savings  banks 
without  capiUl  stock,  the  statutory  rate  is 
reduced  by  IVi  percentage  pointe  for  each 
percentage  point  that  qualified  assete  fail  to 
reach  the  72-percent  requirement.  At  a  min- 
imum, 60  percent  of  a  thrift  institution's 
assete  must  be  qualifying  (50  percent  for 
mutual  savings  banks  without  stock)  in 
order  to  be  eligible  for  deductions  under  the 
percentage  of  income  method. 

A  thrift  institution  may  switch  between 
methods  of  determining  the  addition  to  ite 
loan  loss  reserves  from  one  year  to  another. 
Corporate  preferences  and  minimum,  tax 

Under  present  law,  if  the  deduction  for 
bad  debte  for  the  taxable  year  determined 
under  the  above  rules  exceeds  the  amount 
which  would  have  been  allowed  as  a  deduc- 
tion on  the  basis  of  actual  experience,  the 
deduction  is  reduced  by  20  percent  of  such 
excess  (sec.  291).  Also.  59^.  percent  of  the 
deductible  excess  (after  the  20-percent  re- 
duction) is  treated  as  a  tax  preference  for 
purposes  of  computing  the  corporate  mini- 
mum tax  (sec.  57). 

House  Bill 
The  House  bill  provides  that  thrift  institu- 
tions (mutual  savings  banks,  domestic  build- 
ing and  loan  associations  and  cooperative 
banks)  will  continue  to  be  able  to  compute 
bad  debt  deductions  using  the  bank  experi- 
ence method  and  the  percentage  of  taxable 
income  method.  The  percentage  of  eligible 
loans  method  will  no  longer  be  available.  In 
the  case  of  the  percentage  of  taxable 
income  method,  the  portion  of  taxable 
income  which  may  be  deducted  as  an  addi- 
tion to  a  reserve  for  bad  debte  is  reduced 
from  40  percent  to  5  percent.  The  rules  re- 
ducing the  amount  of  the  percentage  of  tax- 
able income  deduction  available  to  a  thrift 
institution  which  holds  60  percent  of  Ite 
assete  in  qualifying  assete.  but  fails  to  hold 
a  sufficient  percenUge  of  qualifying  assete 
to  use  the  maximum  percentage  of  taxable 
Income  deduction,  are  eliminated.  Any  Insti- 
tution meeting  the  definition  of  a  thrift  in- 
stitution and  holding  at  least  60  percent  of 
ite  assete  as  qualifying  assete,  will  be  eligible 


•For  purposes  of  determining  the  deduction 
under  the  percentage  of  income  method,  taxable 
income  is  computed  without  regard  to  any  deduc- 
tion allowable  for  any  addition  W  the  reserve  for 
bad  debts  and  exclusive  of  18/46  of  any  net  long- 
term  capital  gain,  gains  on  assets  the  interest  on 
which  was  tax-exempt,  any  dividends  eligible  for 
the  corporate  dividends  received  deduction  and  any 
additions  U)  gross  income  from  the  thrift  institu- 
tions  own  distributions  from  previously  accumulat- 
ed reserves. 
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for  the  full  5  percent  of  taxable  income  de- 
duction. The  60-percent  test  applies  to 
mutual  savings  banks  as  well  as  other  types 
of  thrift  institutions. 

Thrift  institutions  which  claim  the  5  per- 
cent of  taxable  income  deduction  allowed  by 
the  bill  are  not  to  be  considered  to  have  ob- 
tained a  tax  preference  for  purposes  of  the 
20-percent  reduction  of  section  291.  The 
excess  of  the  percentage  of  taxable  income 
deduction  over  the  deduction  that  would 
have  been  allowable  on  the  basis  of  actual 
experience  will  be  treated  as  a  preference 
item  for  the  purpose  of  computing  the  cor- 
porate minimum  tax  (sec.  57). 

The  House  bill  also  repeals  the  provision 
of  current  law  (sec.  586)  that  allows  small 
business  investment  companies  operating 
under  the  Small  Business  Investment  Act  of 
1958  and  business  development  companies 
to  use  the  reserve  method  of  computing 
losses  on  bad  debts. 

The    provision    is    effective    for    taxable 
years  beginning  after  December  31,  1985. 
Senate  Amendment 

The  Senate  amendment  reduces  the  per- 
centage of  taxable  income  that  a  thrift  in- 
stitution using  the  percentage  of  taxable 
income  method  may  exclude  from  taxable 
income  as  an  addition  to  a  reserve  for  bad 
debts  from  40  percent  to  25  percent. 

The  rules  reducing  the  amount  of  the  per- 
centage of  taxable  income  deduction  avail- 
able to  a  thrift  institution  that  holds  60  per- 
cent of  its  assets  in  qualifying  assets,  but 
fails  to  hold  a  sufficient  percentage  of  quali- 
fying assets  to  use  the  maximum  percentage 
of  taxable  income  deduction  are  changed.  A 
tlirift  institution  other  than  a  mutual  sav- 
ings bank  will  reduce  the  maximum  25  per- 
cent of  taxable  income  deduction  by  one- 
half  of  one  percentage  point  for  each  full 
percentage  point  by  which  its  qualified 
assets  fall  below  82  percent  of  total  assets.  A 
mutual  savings  bank  will  reduce  the  maxi- 
mum 25  percent  of  taxable  income  deduc- 
tion by  a  full  percentage  point  for  each  per- 
centage point  by  which  its  qualified  assets 
fall  below  72  percent  of  total  assets. 

In  addition  to  the  percentage  of  taxable 
income  method,  thrift  institutions  may  con- 
tinue to  use  the  bank  experience  method. 
Thrift  institutions  may  also  use  the  percent- 
age of  eligible  loans  method  for  taxable 
years  beginning  before  1988. 

The    provision    is    effective    for    taxable 
years  beginning  after  December  31,  1986. 
Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  House  bill.  The  portion  of  taxable 
income  that  may  be  excluded  from  income 
as  an  addition  to  a  reserve  for  bad  debts  is 
decreased  from  40  to  8  percent.  The  provi- 
sions are  effective  for  taxable  years  begin- 
ning after  December  31. 1986. 
B.  Iniemt  on  Debt  Used  to  Purchase  or  Carry 

Tax-Exempt  Obli|[ationg  By  Financial  Institu- 
tions 

Present  Law 

No  deduction  is  allowed  for  interest  pay- 
ments on  debt  incurred  or  continued  to  pur- 
chase or  carry  tax-exempt  obligations. 
Under  a  long-standing  judicial  and  adminis- 
trative Interpretation,  financial  institutions 
generally  are  permitted  to  invest  deposited 
funds  in  tax-exempt  obligations,  while  con- 
tinuing to  deduct  interest  paid  to  depositors. 

The  corporate  tax  preference  rules  reduce 
by  20  percent  the  amount  which  may  be  de- 
ducted by  financial  institutions  for  interest 
on  funds  allocable  to  tax-exempt  obligations 
acquired  after  1982.  The  portion  of  funds  al- 
locable to  tax-exempt  obligations  is  deemed 


to  be  equivalent  to  the  ratio  of  (1)  the  aver- 
age annual  adjusted  basis  of  tax-exempt  ob- 
ligations acquired  after  1982  and  held  by 
the  financial  institution,  to  (2)  the  average 
annual  adjusted  basis  of  the  financial  insti- 
tution's total  assets. 

House  BiU 
General  rule 

The  House  bill  denies  financial  institu- 
tions (including  foreign  banks  doing  busi- 
ness in  the  United  States)  100  percent  of  in- 
terest deductions  that  are  allocable  to  tax- 
exempt  obligations  acquired  on  or  after  Jan- 
uary 1.  1986.  The  amount  of  interest  alloca- 
ble to  tax-exempt  obligations  is  determined 
in  the  same  manner  as  for  purposes  of  the 
tax  preference  reduction  under  present  law. 

The  present-law  (i.e.,   20-percent)  reduc- 
tion continues  to  apply  with  respect  to  tax- 
exempt      obligations      acquired      in      1983 
through  1985. 
Effective  date 

The  provision   applies  generally  to  tax- 
exempt  obligations  acquired  after  December 
31,  1985,  in  taxable  years  ending  after  that 
date. 
Transitional  rules 

Under  the  House  bill,  tax-exempt  obliga- 
tions that  (1)  are  acquired  pursuant  to  a 
direct  or  indirect  written  commitment  that 
was  entered  into  before  September  25,  1985 
or  (2)  are  qualified  tax-exempt  obligations 
acquired  during  calendar  years  1986,  1987  or 
1988.  are  treated  as  having  been  acquired 
before  January  1,  1986.  A  qualified  tax- 
exempt  obligation  is  defined  as  an  essential 
function  (i.e.,  governmental)  or  section 
501(c)(3)  organization  tax-exempt  bond  des- 
ignated by  an  issuer  as  either  (i)  a  tax  an- 
ticipation note  with  a  term  not  exceeding 
one  year,  or  (ii)  part  of  an  issue  not  exceed- 
ing $3  million  (including  issues  for  a 
common  purpose)  to  provide  qualified 
public  project  financing.  Not  more  than  $10 
million  of  aggregate  obligations  may  be  des- 
ignated by  any  issuer  during  any  calendar 
year. 

The  exception  for  qualified  tax-exempt 
obligations  is  limited  to  obligations  acquired 
by  a  financial  institution  authorized  to  do 
business  in  the  State  of  the  issuer. 

Senate  Amendment 

No  provision. 

Conference  Agreement 
General  rule 

The  conference  agreement  follows  the 
House  bill,  with  the  following  modifications: 

First,  the  provision  applies  with  respect  to 
tax-exempt  obligations  acquired  after 
August  7,  1986  (rather  than  December  31. 
1985).  The  present-law  20-percent  disallow- 
ance continues  to  apply  with  respect  to  tax- 
exempt  obligations  acquired  on  or  before 
that  date.  As  under  the  House  bill,  the  100 
percent  disallowance  rule  is  to  be  applied 
before  the  new  rule  requiring  capitalization 
of  certain  expenses  where  the  taxpayer  pro- 
duces property  (new  sec.  263A).»  For  pur- 
poses of  the  disallowance  rule,  the  acquisi- 
tion date  of  an  obligation  is  the  date  on 
which  the  holding  period  begins  with  re- 
spect to  the  obligation  in  the  hands  of  the 
acquiring  financial  institution.  Thus,  the  ac- 
quisition of  bonds  as  part  of  a  tax-free  reor- 


ganization is  not  treated  as  a  new  acquisi- 
tion for  purposes  of  this  provision. 

Second,  a  permanent  exception  to  the  pro- 
vision is  provided  for  qualified  tax-exempt 
obligations  acquired  by  a  financial  institu- 
tion.' This  exception  applies  whether  the 
obligation  is  acquired  at  the  original  issu- 
ance or  by  a  secondary  purchaser.  Under 
the  conference  agreement,  qualified  tax- 
exempt  obligations  include  any  obligation 
which  (1)  is  not  a  private  activity  bond  as 
defined  by  the  conference  agreement  (see, 
Title  XIII,  below),'  and  (2)  is  issued  by  an 
issuer  which  reasonably  anticipates  to  issue, 
together  with  subordinate  entities,  not  more 
than  $10  million  of  tax-exempt  obligations 
(other  than  private  activity  bonds,  as  de- 
fined above)  during  the  calendar  year. 
Qualified  tax-exempt  obligations  must  be 
designated  as  such  by  the  issuer;  not  more 
than  $10  million  of  obligations  may  be  so 
designated  by  any  issuer  (including  subordi- 
nate entities)  for  any  calendar  year."  Re- 
fundings  of  outstanding  bonds  may  qualify 
for  this  exception,  and  count  toward  the  $10 
million  limitation,  under  the  same  terms  as 
new  issues. 

For  purposes  of  the  exception  for  quali- 
fied tax-exempt  obligations,  subordinate 
governmental  entities  include  entities  deriv- 
ing their  issuing  authority  from  another 
entity  or  subject  to  substantial  control  by 
another  entity.  For  example,  a  sewer  or 
solid  waste  authority  created  by  a  city  or 
county  in  order  to  issue  bonds  for  that  city 
or  county  is  considered  a  subordinate  entity. 
An  entity  is  not  to  be  considered  subordi- 
nate solely  because  of  geographic  inclusion 
in  a  larger  entity  (e.g.,  a  city  located  within 
a  larger  county),  if  the  smaller  entity  de- 
rives its  powers  independently  of  the  larger 
entity  and  is  not  subject  to  significant  con- 
trol by  the  larger  entity. 

Qualified  tax-exempt  obligations  are 
treated  as  acquired  by  the  financial  institu- 
tion before  August  8,  1986.  Interest  alloca- 
ble to  such  obligations  remains  subject  to 
the  20-percent  disallowance  contained  in 
present  law. 

Effective  date 

This  provision  is  effective  for  taxable 
years  ending  after  December  31,  1986.  Thus, 
bonds  acquired  after  August  7.  1986,  in  tax- 
able years  ending  in  1986  are  subject  to  the 
20-percent  disallowance  rule  of  present  law 
for  the  taxable  year  ending  in  1986.  but  are 
subject  to  the  100-percent  disallowance  rule 
of  the  conference  agreement  for  subsequent 
taxable  years. 

A  transitional  exception  is  provided  for 
tax-exempt  obligations  acquired  after 
August  7,  1986  pursuant  to  a  direct  or  indi- 
rect written  commitment  to  purchase  or  re- 
purchase such  obligation,  which  commit- 
ment was  entered  into  before  September  25, 
1985.  Obligations  qualifying  for  this  excep- 


>  Also  as  under  the  House  bill,  the  special  rule  of 
present  law  regarding  face-amount  certificate  com- 
panies (contained  in  sec.  265(2))  is  repealed.  These 
companies  will  therefore  be  subject  to  the  100  per- 
cent disallowance  rule  in  the  same  manner  as  other 
financial  institutions. 


"  The  rule  contained  in  the  House  bill,  which  lim- 
ited this  exception  to  financial  institutions  author- 
ized to  do  business  in  the  State  of  the  issuer,  is  not 
included. 

'  For  purposes  of  this  provision  only,  qualified 
section  501(c)(3)  organization  bonds  (as  defined  in 
the  conference  agreement)  are  not  treated  as  pri- 
vate activity  bonds.  In  the  case  of  t>ond5  issued 
before  August  15.  1986.  for  purposes  of  this  provi- 
sion only,  bonds  are  not  to  be  treated  as  private  ac- 
tivity bonds  if  they  are  not  IDBs.  mortgage  subsidy 
bonds,  student  loan  bonds,  or  other  private  ("con- 
sumer") loan  bonds  for  which  tax  exemption  is  per- 
mitted under  present  law. 

"  The  rule  contained  in  the  House  bill,  which  lim- 
ited this  exception  to  political  subdivisions  in  exist- 
ence on  October  23.  1985,  is  not  included. 
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tion  are  treated  as  if  acquired  before  August 
8. 1986;  interest  allocable  to  such  obligations 
thus  remains  subject  to  the  20-percent  disal- 
lowance contained  in  present  law.  The  con- 
ference agreement  also  provides  certain 
transitional  rules  for  specified  identified 
projects. 

C.  Special  Ruica  for  Net  Operating  Losses  of 

Financial  Institutions 

Present  Law 

Under  present  law,  commercial  banks  or 

thrift  institutions  (mutual  savings  banks, 

domestic  building  and  loan  associations,  and 

cooperative  banks)  may  carry  net  operating 

losses  (NOLs)  back  to  the  prior  ten  taxable 

years  and  forward  to  the  succeeding  five 

taxable  years.  Other  taxpayers  may  carry 

net  operating  losses  back  to  the  prior  three 

taxable  years  and  forward  to  the  succeeding 

fifteen  taxable  years. 

House  BUI 

The  House  bill  repeals  the  special  rules 
permitting  financial  institutions  to  carry 
net  operating  losses  back  to  the  prior  ten 
taxable  years  and  forward  to  the  succeeding 
five  taxable  years. 

Senate  Amendment 
The  Senate  amendment  provides  that  net 
operating  losses  incurred  by  a  thrift  institu- 
tion in  taxable  years  beginning  after  E>ecem- 
ber  31,  1981  and  before  January  1,  1986, 
may  be  carried  back  to  the  prior  ten  taxable 
years  and  carried  forward  to  the  succeeding 
eight  taxable  years. 

Conference  Agreement 
In  general 

The  conference  agreement  follows  the 
provisions  of  both  the  House  bill  and  the 
Senate  amendment.  The  rule  allowing  net 
operating  losses  incurred  by  a  financial  in- 
stitution to  be  carried  back  to  the  prior  ten 
taxable  years  and  carried  forward  to  the 
succeeding  five  taxable  years  generally  is  re- 
pealed for  taxable  years  beginning  after  De- 
cember 31.  1986,  except  for  certain  net  oper- 
ating losses  of  commercial  banks.  Net  oper- 
ating losses  incurred  by  a  financial  institu- 
tion in  taxable  years  beginning  after  Decem- 
ber 31.  1986.  generally  are  carried  back  to 
the  prior  three  taxable  years  and  carried 
forward  to  the  succeeding  fifteen  taxable 
years,  as  is  the  case  for  other  taxpayers. 
Special  rule  for  thrift  institutions 

Net  operating  losses  incurred  by  a  thrift 
institution  in  taxable  years  beginning  after 
December  31,  1981.  and  before  January  1. 
1986.  are  carried  back  to  the  prior  ten  tax- 
able years  and  carried  forward  to  the  suc- 
ceeding eight  taxable  years. 
Special  rule  for  commercial  banks 

The  portion  of  the  net  operating  losses  of 
commercial  banks  (not  including  thrift  insti- 
tutions) for  any  taxable  year  beginning 
after  December  31.  1986.  and  before  Janu- 
ary 1.  1994.  that  is  attributable  to  deduc- 
tions for  losses  on  bad  debts  is  carried  back 
to  the  prior  ten  taxable  years.  The  portion 
of  the  net  operating  loss  of  a  commercial 
bank  attributable  to  deductions  for  losses 
on  bad  debts  is  the  excess  of  the  net  operat- 
ing loss  for  the  taxable  year  over  the  net  op- 
erating loss  for  such  Uxable  year  computed 
without  regard  to  any  deductions  for  losses 
on  bad  debts. 

D.  Reorganiiations  of  Financially  Troubled 
Thrift  Institutions 
Present  Law 
Present  law  provides  special  rules  which 
exempt  the  acQuisition  of  financially  trou- 
bled thrift  institutions  from  rules  otherwise 


applicable  to  such  transactions.  These  provi- 
sions, added  by  the  Economic  Recovery  Tax 
Act  of  1981,  relax  certain  requirements  for 
qualification  as  a  tax-free  bankruptcy  reor- 
ganization under  the  Code.  Thus,  the  re- 
quirements that  (1)  the  acquired  corpora- 
tion undergo  formal  receivership  or  similar 
proceedings  and  (2)  the  shareholders  and 
creditors  of  the  acquired  corporation  receive 
stock  In  the  acquiring  corporation,  need  not 
be  met  (sec.  368(a)(3)(D)).'  In  addition, 
these  provisions  relax  the  rules  regarding 
the  survival  of  net  operating  loss  carryovers 
following  a  merger  (sec.  382(b)(7)).  and 
exempt  certain  payments  from  the  Federal 
Savings  and  Loan  Insurance  Corporation 
(PSLIC)  to  the  troubled  thrift  from  income 
(and  from  the  requirement  in  sec.  362(c) 
that  basis  in  property  be  reduced  by  the 
amount  of  nonshareholder  contributions  to 
capital)  (sec.  597). 

House  Bill 


House  Bill 


Under  the  House  bill,  the  special  rules  en- 
acted In  the  1981  Act  relating  to  the  acquisi- 
tions of  troubled  thrift  institutions  are  re- 
pealed, effective  for  acquisitions  occurring 
after  December  31.  1985.  The  repeal  of  the 
special  treatment  for  PSLIC  payments  is  ef- 
fective for  payments  after  December  31, 
1985,  unless  such  payments  are  made  pursu- 
ant to  a  written  binding  contract  entered 
into  before  September  27. 1985. 

The  House  bill  also  clarifies  that  PSLIC 
payments  within  the  scope  of  section  597  do 
not  constitute  tax-exempt  income  to  which 
expenses  may  be  allocated  (and  hence  disal- 
lowed) under  section  265(1)  of  the  Code. 
Senate  Amendment 
No  provision." 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  with  a  delayed  effective  date. 
The  special  reorganization  rules  for  trou- 
bled thrift  institutions  are  repealed  effec- 
tive for  acquisitions  and  mergers  after  De- 
cember 31,  1988.  The  repeal  of  the  special 
treatment  for  PSLIC  paymenU  Is  effective 
for  payments  after  December  31,  1988, 
unless  such  payments  are  made  pursuant  to 
an  acquisition  or  merger  occurring  on  or 
before  that  date. 

E.  Losses  on  Deposits  in  Insolvent  Financial 
Institutions 
Present  Law 
Under  present  law,  a  loss  experienced  by  a 
taxpayer  with  respect  to  a  deposit  or  ac- 
count In  a  financial  institution  is  treated  in 
the  same  manner  as  any  other  bad  debt  loss. 
A  deduction  of  the  loss  is  generally  allow- 
able only  in  the  year  In  which  It  Is  deter- 
mined, based  on  all  the  facts  and  circum- 
stances, that  there  Is  no  prospect  of  recov- 
ery. Unless  the  deposit  In  the  financial  insti- 
tution was  created  or  acquired  In  connection 
with  a  trade  or  business  of  the  taxpayer, 
any  loss  on  the  deposit  will  be  considered  a 
short-term  capiUl  loss  (sec.  166(d)).  An  Indi- 
vidual taxpayer  generally  may  deduct  short- 
term  capital  losses  only  to  the  extent  of 
$3,000  plus  the  taxpayers  caplUl  gains  for 
the  year  (sec.  1211). 


Under  the  House  bill,  qualified  Individuals 
may  elect  to  deduct  losses  on  deposits  in 
qualified  financial  institutions  as  casualty 
losses  In  the  year  In  which  the  amount  of 
such  loss  can  be  reasonably  estimated,  sub- 
ject to  the  generally  applicable  limltetlons 
on  deductibility  of  casualty  losses  (sec.  165). 
A  qualified  individual  is  any  individual 
other  than  an  owner  of  one  percent  or  more 
of  the  value  of  the  stock  of  the  Institution 
in  which  the  loss  was  sustained,  an  officer 
of  such  institution,  and  certain  relatives  and 
related  persons  to  such  owners  and  officers. 
A  qualified  financial  Institution  is  any  com- 
mercial bank  (as  defined  In  sec.  581),  thrift 
Institution  (as  defined  in  sec.  591),  insiu^ 
credit  union,  or  similar  institution  chartered 
and  supervised  under  Pederal  or  State  law. 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31,  1982. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment.  The 
conferees  understand  that  the  election  Is  to 
be  made  on  the  tax  return  for  the  taxable 
year  and,  once  made,  cannot  be  changed 
without  the  consent  of  the  Internal  Reve- 
nue Service. 

The  conference  agreement  also  provides 
that  accrued,  but  unpaid,  interest  on  a  de- 
posit in  a  financial  institution  for  a  taxable 
year  begiiuilng  on  or  before  1987  Is  not  In- 
cludible in  the  depositor's  taxable  Income 
for  that  taxable  year  where  such  Interest  is 
not  subject  to  withdrawal  at  the  end  of  that 
taxable  year.  Such  Interest  Income  Is  includ- 
ible In  gross  Income  In  the  taxable  year  In 
which  such  Interest  Is  withdrawable. 

TITLE  X.  INSURANCE  PRODUCTS  AND 
COMPANIES 


"  Although  no  formal  receivership  or  similar  pro- 
ceeding is  required,  certain  certifications  regarding 
the  financial  condition  of  the  thrift  institution 
must  be  received  from  the  Federal  Deposit  Insur- 
ance Corporation  or  the  Federal  Home  Loan  Bank 
Board. 

'"  For  discussion  of  special  rules  relating  to  carry- 
over of  net  operating  losses  (NOIi)  of  certain  fi- 
nancial institutions  following  an  acquisition  or 
merger,  see  Title  VI,  Part  H. 


A.  Policyholder  Issues 

1.  Interest  on  insUllment  payments  of  life  insur- 
ance proceeds 

Present  Law 
Amounts  paid  by  an  Insurance  company  to 
the  beneficiary  of  a  life  Insurance  contract 
by  reason  of  the  death  of  an  Insured  individ- 
ual generally  are  not  includible  in  gross 
income  (sec.  101(a)).  Under  certain  life  in- 
surance contracts,  the  insurer  may  agree  to 
hold  the  amounts  that  it  would  otherwise 
pay  on  the  death  of  the  Insured,  and  pay 
the  life  Insurance  proceeds  at  a  later  date. 

If  the  Insurer  pays  the  Insurance  proceeds 
to  a  beneficiary  In  a  series  of  payments 
after  the  death  of  the  Insured,  a  prorated 
amount  of  each  payment  Is  treated  as  a  non- 
taxable payment  of  the  death  benefit,  and 
the  remainder  of  the  payment  generally  Is 
Includible  in  gross  income.  However,  the 
first  $1,000  in  excess  of  the  amount  treated 
as  a  payment  of  the  death  benefit  received 
by  a  surviving  spouse  in  any  Uxable  year  Is 
excludable  from  gross  Income. 

In  addition,  under  present  law,  the 
amount  held  by  an  Insurer  with  respect  to 
any  beneficiary  is  the  amount  that  equals 
the  present  value  of  the  amounts  to  be  paid 
pursuant  to  the  agreement,  determined  as 
of  the  date  of  death  of  the  Insured  and  dis- 
counted on  the  basis  of  the  interest  rate  and 
mortality  Ubles  used  by  the  Insurer.  The 
mortality  tables  used  by  an  Insurer  for  pur- 
poses of  valuing  the  agreement  described 
above  may  distinguish  among  Individuals  on 
the  basis  of  sex. 
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House  Bill 

Under  the  House  bill,  all  amounts  paid  to 
any  beneficiary  of  a  life  insurance  policy  at 
a  date  later  than  the  death  of  the  insured 
are  included  in  gross  income  to  the  extent 
that  the  amount  paid  exceeds  the  amount 
payable  as  a  death  benefit.  The  exclusion 
from  the  gross  income  of  a  surviving  spouse 
of  the  first  $1,000  In  excess  of  the  amount 
payable  as  a  death  benefit  is  repealed. 

The  provision  applies  to  amounts  received 
with  respect  to  deaths  occurring  after  De- 
cember 31,  1985,  in  taxable  years  ending 
after  that  date. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  the  Senate  amendment 
also  requires,  for  purposes  of  valuing  the 
portion  of  any  payment  deferred  beyond 
the  death  of  the  insured  that  is  treated  as  a 
nontaxable  death  benefit,  that  an  insurer 
use  mortality  tables  prescribed  by  the  Secre- 
tary of  the  Treasury  in  regulations.  Such 
tables  are  not  to  distinguish  among  individ- 
uals on  the  basis  of  sex. 

This  provision  applies  to  amounts  received 
with  respect  to  deaths  occurring  after  De- 
cember 31.  1986,  in  taxable  years  ending 
after  that  date. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment, 
except  that  the  provision  is  effective  for 
amounts  paid  with  respect  to  deaths  occur- 
ring after  the  date  of  enactment  in  taxable 
years  ending  after  that  date. 
2.  Treatment  of  structured  settlement  agreements 
Present  Law 
Present  law  excludes  from  income  the 
amount  of  any  damages  received  on  account 
of  personal  injuries  or  sickness,  whether  by 
suit  or  agreement  and  whether  as  a  lump 
sum  or  as  periodic  payments.  The  person 
liable  to  pay  the  damages  may  assign  to  a 
third  party  (a  structured  settlement  compa- 
ny) the  obligation  (pursuant  to  a  structured 
settlement  agreement)  to  make  the  periodic 
payments. 

The  net  effect  of  the  use  of  a  structured 
settlement  agreement  is  to  permit  a  taxpay- 
er liable  for  damages  to  an  injured  party  to 
deduct  the  amount  of  the  damages  as  if 
they  were  paid  in  a  lump  sum  and  to  permit 
a  structured  settlement  company  to  exclude 
from  income  the  earnings  on  amounts  used 
to  fund  its  liability  to  make  periodic  pay- 
ments to  the  injured  party. 

House  Bill 

The  House  bill  amends  present  law  to 
limit  the  favorable  treatment  of  structured 
settlement  agreements  to  those  assignments 
requiring  the  payment  of  damages  on  ac- 
count of  a  claim  for  personal  injuries  that 
Involve  physicalinjury  or  physical  sickness 
of  the  claimant.  Damages  on  account  of  a 
claim  for  wrongful  death  arising  from  physi- 
cal injury  or  sickness  are  also  included. 

The  provision  applies  to  assignments  en- 
tered Into  after  December  31,  1985. 
Senate  Amendment 

The  Senate  amendment  repeals  the  spe- 
cial treatment  of  structured  settlement 
agreements  and  replaces  those  rules  with  a 
new  deduction  election  for  a  taxpayer  as- 
suming a  liability  to  make  damage  pay- 
ments to  an  injured  party,  effective  for  as- 
signments entered  into  in  taxable  years  be- 
ginning after  December  31,  1986. 
Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  House  bill.  Thus,  the  exclusion  for 


structured  settlements  applies  only  to  those 
qualifying  structured  settlement  arrange- 
ments for  payments  of  damages  on  account 
of  a  claim  for  personal  injuries  that  involve 
physical  injury  or  physical  sickness  of  the 
claimant,  including  damages  on  account  of  a 
claim  for  wrongful  death  arising  from  physi- 
cal injury  or  sickness,  provided  the  arrange- 
ments meet  all  other  applicable  require- 
ments. 

Claims  which  do  not  involve  physical 
injury  or  physical  sickness  include,  for  ex- 
ample, defamation  of  a  third  party  or  inva- 
sion of  privacy.  Claims  which  do  not  involve 
physical  injury  or  physical  sickness  are  not 
eligible  to  be  treated  as  structured  settle- 
ment arrangements. 

The  conferees  understand  that  multiple 
claims  are  alleged  in  many  personal  injury 
actions.  The  conferees  do  not  intend  that  al- 
location of  damages  is  necessary  among 
such  multiple  claims.  Rather,  if  the  action 
has  its  origin  in  a  physical  injury,  then  all 
damages  that  flow  therefrom  are  included. 

The  provision  is  effective  for  assignments 
entered  into  after  Deceml)er  31.  1986.  in  tax- 
able years  ending  after  that  date. 
3.  Life  insurance  policyholder  loans 
Present  Law 
Under  present  law,  no  deduction  is  al- 
lowed for  any  amount  paid  or  accrued  on  in- 
debtedness incurred  or  continued  to  pur- 
chase or  carry  certain  life  insurance,  endow- 
ment or  annuity  contracts  pursuant  to  a 
plan  of  purchase  which  contemplates  the 
systematic  direct  or  indirect  borrowing  of 
increases  in  the  cash  value  of  the  contract, 
unless  the  requirements  of  certain  excep- 
tions to  this  disallowance  rule  are  satisfied 
(sec.  264). 

In  addition,  no  deduction  is  allowed  for 
any  amount  paid  or  accrued  on  indebtedness 
incurred  or  continued  to  purchase  or  carry  a 
single  premium  life  insurance,  endowment 
or  annuity  contract  (sec.  264(a)(2)).  Single 
premium  contracts  include  contracts  under 
which  substantially  all  of  the  premiums  are 
paid  within  4  years  from  the  date  on  which 
the  contract  is  purchased,  or  contracts 
under  which  an  amount  is  deposited  with 
the  insurer  for  payment  of  a  substantial 
number  of  future  premiums  on  the  contract. 
House  Bill 
The  rule  of  present  law  regarding  the  dis- 
allowance of  a  deduction  for  any  amount 
paid  or  accrued  on  indebtedness  incurred  or 
continued  to  purchase  or  carry  a  single  pre- 
mium life  insurance,  endowment  or  annuity 
contract  is  restated. 

Senate  Amendment 
A  deduction  for  interest  on  policyholder 
loans  is  not  allowed  to  the  extent  that  ag- 
gregate loans  to  any  officer,  employee,  or 
person  financially  interested  in  any  trade  or 
business  carried  on  by  the  taxpayer  exceed 
$50,000.  The  provision  is  effective  for  inter- 
est on  loans  under  policies  purchased  after 
June  20, 1986. 

Conference  Agreement 
The   conference    agreement    follows   the 
House  bill  and  the  Senate  amendment. 
Interest  deduction 

With  respect  to  the  provision  disallowing 
a  deduction  for  interest  on  certain  policy- 
holder loans  in  the  case  of  a  taxpayer  carry- 
ing on  more  than  one  trade  or  business,  the 
$50,000  amount  per  officer  or  employee  or 
person  is  financially  interested  in  any  trade 
or  business  of  the  taxpayer  is  determined  on 
an  aggregate  basis  for  each  such  person  in 
all  trades  or  businesses.  For  example,  if  an 
employee  of  a  business  of  the  taxpayer  is 


also  an  officer  in  two  other  businesses  of 
the  taxpayer,  the  $50,000  of  permitted  bor- 
rowings by  the  taxpayer  with  respect  to  life 
insurance  covering  the  person  is  determined 
by  aggregating  all  policies  covering  his  life 
with  respect  to  which  the  taxpayer  has  bor- 
rowed. In  the  case  of  an  affiliated  group  of 
corporations,  it  is  intended  that  the  affili- 
ated group  is  considered  to  be  one  taxpayer 
for  this  purpose,  and  all  loans  with  respect 
to  policies  covering  the  life  of  an  officer  or 
employee  or  person  financially  interested  in, 
a  business  of  any  member  of  the  group  are 
aggregated.  Similar  principles  are  intended 
to  apply  in  the  event  of  common  ownership 
of  unincorporated  trades  or  businesses. 

Under  the  conference  agreement,  the  fact 
that  the  proceeds  of  a  loan  under  a  life  in- 
surance contract  are  used  in  a  trade  or  busi- 
ness does  not  affect  the  deductibility  of  in- 
terest paid  on  the  loan.  Therefore,  for  ex- 
ample, if  a  sole  proprietor  borrows  under  a 
life  insurance  policy  on  the  sole  proprietor's 
life,  the  interest  paid  on  the  loan  (to  the 
extent  the  loan  exceeds  $50,000)  is  not  de- 
ductible even  though  the  proceeds  of  the 
loan  are  used  in  the  sole  proprietors  trade 
or  business. 

The  provision  is  effective  for  interest  on 
loans  under  policies  purchased  after  June 
20,  1986,  in  taxable  years  ending  after  that 
date. 

Single  premium  contracts 

The  conference  agreement  restates  the 
present-law  rule  that  no  deduction  is  al- 
lowed for  any  amount  paid  or  accrued  on  in- 
debtedness incurred  or  continued  to  pur- 
chase or  carry  a  single  premium  life  insur- 
ance, endowment,  or  annuity  contract  (sec. 
264(a)(2)).  Single  premium  contracts  include 
contracts  where  substantially  all  of  the  pre- 
miums are  paid  within  four  years  from  the 
date  on  which  the  contract  is  purchased,  or 
contracts  where  an  amount  is  deposited 
with  the  insurer  for  payment  of  a  substan- 
tial number  of  future  premiums  on  the  con- 
tract. Generally,  section  264(a)(2)  also  ap- 
plies to  contracts  other  than  those  where 
the  nonpayment  of  premiums  would  cause 
the  policy  to  lapse,  but  no  inference  is  in- 
tended that  universal  life  insurance  policies 
are  always  treated  as  single  premium  con- 
tracts. 

4.  Treatment  of  policies  to  cover  prearranged  fu- 
neral expenses 

Present  Law 
A  life  insurance  contract  generally  is  de- 
fined as  a  contract  which  meets  either  (Da 
cash  value  accumulation  test,  or  (2)  a  test 
consisting  of  a  guideline  premium  require- 
ment and  a  cash  value  corridor  requirement. 
Future  increases  in  death  lienefits  may 
cause  a  contract  not  to  qualify  under  these 
tests. 

House  BiU 

No  provision. 

Senate  Amendment 

The  Senate  amendment  provides  that 
future  increases  in  death  benefits  may  be 
taken  into  account  in  determining  whether 
the  definition  of  life  insurance  contracts  is 
satisfied  with  respect  to  certain  policies  to 
cover  prearranged  funeral  expenses.  Such 
contracts  can  qualify  as  a  life  insurance  con- 
tract if  the  initial  death  benefit  is  $5,000  or 
less  (treating  all .  contracts  issued  to  the 
same  contract  owner  as  one  contract),  and  if 
the  contract  provides  for  fixed  annual  in- 
creases in  the  death  benefit  not  exceeding 
10  percent  of  the  initial  death  benefit  or  8 
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percent  of  the  death  benefit  at  the  end  of 
the  preceding  year. 

The  provision  is  effective  on  the  date  of 
enactment. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  with  a  modification 
that  a  contract  to  cover  prearranged  funeral 
expenses  can  qualify  as  a  life  insurance  con- 
tract provided  the  death  benefit  under  the 
contract  (treating  all  contracts  issued  to  the 
same  owner  as  one  contract)  does  not 
exceed  $25,000. 

The  provision  is  effective  on  the  date  of 
enactment. 

5.  Deduction  for  nonbusiness  casualty  losses 
Present  Law 
For  property  not  connected  with  a  trade 
or  business  or  a  transaction  entered  into  for 
profit,  casualty  losses  are  deductible  only  if 
they  arise  from  "fire,  storm,  shipwreck,  or 
other  casualty  or  theft."  These  personal 
casualty  losses  are  deductible  only  to  the 
extent  that  each  casualty  loss  exceeds  $100. 
and  to  the  extent  that  all  casualty  losses  for 
the  year  exceed  10  percent  of  the  taxpayer's 
adjusted  gross  income  (sec.  165(h)).  Certain 
courts  have  ruled  that  a  taxpayer  whose 
loss  was  covered  by  an  insurance  policy 
could  nevertheless  deduct  the  loss  if  the 
taxpayer  decided  not  to  file  a  claim  under 
the  terms  of  the  insurance  policy.  See  Hills 
V  Commissioner.  691  P.2d  997  (11th  Cir. 
1982);  Miller  v  Commissioner.  733  F.2d  399 
(6th  Cir.  1984). 

House  Bill 
Under  the  bill,  a  taxpayer  is  not  permitted 
to  deduct  a  casualty  loss  for  damages  to 
property  not  used  in  a  trade  or  business  or 
in  a  transaction  entered  into  for  profit, 
unless  the  taxpayer  files  a  timely  insurance 
claim  with  respect  to  damage  to  that  prop- 
erty. This  requirement  applies  to  the  extent 
of  any  insurance  policy  would  provide  reim- 
bursement for  a  loss. 

The  provision  applies  to  losses  sustained 
in  taxable  years  beginning  after  December 
31.  1985. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill,  except  that  the  provision  applies 
to  losses  sustained  in  taxable  years  begin- 
ning after  December  31.  1986,  The  provision 
is  clarified  to  apply  only  to  the  extent  any 
insurance  policy  would  provide  reimburse- 
ment. 

B.  Life  Insurance  Companies 
1.  Special  life  insurance  company  deduction 
Present  Law 
A  life  insurance  company  is  taxed  at  cor- 
porate rates  on  its  life  insurance  company 
taxable  income  (LICTI)  and  certain  other 
income.  A  life  insurance  company  is  allowed 
a  special   deduction   in   computing   UCTI 
equal  to  20  percent  of  the  income  from  in- 
surance businesses  that  otherwise  would  be 
subject  to  taxation  (sec.  806(a)). 
Hotise  Bill 
The  special  life  insurance  company  deduc- 
tion is  repealed,  effective  for  taxable  years 
beginning  after  December  31, 1985. 
Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  a  special  rule  is  pro- 
vided in  the  case  of  a  life  insurance  compa- 
ny owning  the  stock  of  another  corporation 
through  a  partnership,  which  stock  was  ac- 
quired on  January  14,  1981.  For  purposes  of 


determining  the  small  life  insurance  compa- 
ny deduction  under  section  806(a),  tentative 
life  insurance  company  taxable  income  is 
computed  without  taking  into  account 
income,  gain,  loss  or  deduction  attributable 
to  the  ownership  of  such  stock,  and  the 
amount  of  such  income,  gain,  loss  or  deduc- 
tion is  taken  into  account  at  the  rate  of  46/ 
36.8.  which  provides  the  same  tax  benefit  to 
the  life  insurance  company  as  is  provided 
under  present  law. 

This    provision    is   effective    for   taxable 
years  beginning  after  December  31,  1986. 
Conference  Agreement 
The   conference    agreement    follows    the 
Senate   amendment,   effective   for   taxable 
years  beginning  after  December  31.  1986. 
2.  Tax-exempt  organizations  engaged  in  insurance 
activities 

Present  Law 
Present  law  (sec.  501(c))  specifies  various 
standards  that  an  organization  must  meet  in 
order  to  qualify  for  exemption  from  Federal 
income  taxation.  These  standards  vary  de- 
pending on  the  basis  on  which  the  entity  is 
seeking  exemption.  Certain  insurance  activi- 
ties performed  by  an  organization  may 
make  it  ineligible  for  tax  exemption. 

At  least  one  major  organization  (described 
in  sec.  501(c)(3)).  which  provides  life  insur- 
ance and  annuities  to  employees  of  tax- 
exempt  educational  institutions,  has  been 
recognized  as  a  tax-exempt  charitable  orga- 
nization by  the  IRS.  At  least  one  major 
health  insurance  provider  has  been  treated 
as  a  tax-exempt  social  welfare  organization. 
A  fraternal  beneficiary  society,  order,  or 
association  (sec.  501(c)(8))  is  entitled  to  tax 
exemption  if  it  operates  under  the  lodge 
system  or  for  the  exclusive  benefit  of  the 
members  of  a  fraternity  iUelf  operating 
under  the  lodge  system,  and  provides  for 
the  payment  of  life,  sick,  accident,  or  other 
benefits  to  the  members  of  such  society, 
order,  or  association  or  their  dependents. 
House  Bill 
Under  the  bill,  an  organization  described 
in  sections  501(c)(3)  and  (4)  of  the  Code  is 
exempt  from  tax  only  if  no  substantial  part 
of  its  activities  consists  of  providing  com- 
mercial-type insurance. 

In  the  case  of  such  a  tax-exempt  organiza- 
tion, the  activity  of  providing  commercial- 
type  insurance  is  treated  as  an  unrelated 
trade  or  business  (sec.  513).  but  in  lieu  of 
the  usual  tax  on  unrelated  trade  or  business 
taxable  income,  the  unrelated  trade  or  busi- 
ness activity  is  taxed  under  the  rules  relat- 
ing to  insurance  companies  (subchapter  L). 
For  this  purpose,  commercial-type  insur- 
ance generally  is  any  insurance  of  a  type 
provided  by  commercial  insurance  compa- 
nies. The  House  bill  provides  that  the  issu- 
ance of  annuity  contracts  is  treated  as  pro- 
viding insurance. 

Several  exceptions  are  provided  to  the  def- 
inition of  commercial-type  insurance.  Com- 
mercial-type insurance  does  not  include  in- 
surance provided  at  substantially  below  cost 
to  a  class  of  charitable  recipients.  Commer- 
cial-type insurance  also  does  not  include 
health  insurance  provided  by  a  health  main- 
tenance organization  that  is  of  a  kind  cus- 
tomarily provided  by  such  organizations  and 
is  incidental  to  the  organization's  principal 
activity  of  providing  health  care.  Similarly, 
organizations  that  provide  supplemental 
health  maintenance  organization-type  serv- 
ices (such  as  dental  services)  are  not  affect- 
ed if  they  operate  in  the  same  manner  as  a 
health  maintenance  organization. 

In  addition,  commercial-type  Insurance 
does  not  include  property  and  casualty  in- 


surance (such  as  fire  Insurance)  provided  di- 
rectly or  through  a  wholly  owned  corpora- 
tion by  a  church  or  convention  or  associa- 
tion of  churches  for  the  church,  convention 
or  association.  This  exception  does  not 
apply  if  the  insurance  is  provided  not  only 
to  the  church,  convention  or  association, 
but  also  to  other  persons. 

In  the  case  of  activities  of  Blue  Cross  and 
Blue  Shield  and  their  affiliates  with  respect 
to  high  risk  individuals  and  small  groups, 
the  House  bill  authorizes  the  Treasury  De- 
partment to  issue  regulations  providing  for 
special  treatment  to  such  organizations  in 
connection  with  the  unique  activities  (such 
as  open  enrollment)  of  Blue  Cross  and  Blue 
Shield  and  their  affiliates  for  high  risk  indi- 
viduals and  small  groups.  The  special  treat- 
ment is  not  available  to  the  extent  the  ac- 
tivities are  required  by  applicable  law. 

The  House  bill  requires  that  the  Treasury 
Department  audit  and  study  fraternal  bene- 
ficiary organizations  (described  in  sec. 
501(c)(8))  that  received  gross  insurance  pre- 
miums in  excess  of  $25  million  in  taxable 
year  1984. 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31,  1985.  A 
special  rule  for  Mutual  of  America  provides 
that  this  provision  shall  not  apply  with  re- 
spect to  that  portion  of  its  business  attribut- 
able to  pension  business.  Another  special 
rule  for  Teachers  Insurance  Annuity  Asso- 
ciation-College Retirement  Equities  Fund 
provides  that  this  provision  does  not  apply 
to  taxable  years  beginning  before  January 
1.  1988.  with  respect  to  that  portion  of  its 
business  attributable  to  pension  business. 
Senate  Amendment 
No  provisiorj. 

Conference  Agreement 
■  The  conference  agreement  follows  the 
House  bill  with  respect  to  the  treatment  of 
commercial-type  insurance  activities  of  or- 
ganizations described  in  sections  501(c)(3) 
and  (4).  with  modifications. 


In  general 

Under  the  conference  agreement,  commer- 
cial-type insurance  does  not  Include  proper- 
ty or  casualty  insurance  provided  directly  or 
through  an  organization  described  in  sec. 
414(e)(3)(B){ii)  by  a  church  or  convention  or 
association  of  churches  for  the  church,  con- 
vention or  association.  It  also  does  not  apply 
to  the  provision  of  retirement  or  welfare 
benefits  by  such  organizations  directly  or  in- 
directly through  an  organization  described 
in  sec.  414(e)(3)(A)  or  414(e)(3)(B)(ii)  for 
the  employees  of  such  organizations,  or  for 
employees'  beneficiaries.  This  exception  is 
not  intended  to  apply  if  insurance  is  provid- 
ed to  persons  other  than  the  church  or  con- 
vention or  association  of  churches  and  their 
employees. 

The  conference  agreement  does  not  alter 
the  Ux-exempt  status  of  health  mainte- 
nance organizations  (HMOs).  HMOs  provide 
physician  services  in  a  variety  of  practice 
settings  primarily  through  physicians  who 
are  either  employees  or  partners  of  the 
HMO  or  through  contracts  with  individual 
physicians  or  one  or  more  groups  of  physi- 
cians (organized  on  a  group  practice  or  indi- 
vidual practice  basis). 
Certain  health  insurance  providers 

In  lieu  of  the  provision  in  the  House  bill 
authorizing  Treasury  regulations  with  re- 
spect to  high  risk  individuals  and  small 
groups  in  the  case  of  activities  of  Blue  Cross 
and  Blue  Shield  and  their  affiliates,  the 
conference  agreement  provides  the  follow- 
ing treatment  of  existing  Blue  Cross  or  Blue 
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Shield  organizations  and  other  organiza- 
tions that  meet  certain  requirements  and 
substantially  all  of  whose  activities  are  pro- 
viding health  insurance.  Health  insurance 
includes  insurance  that  provides  coverage  of 
medical  expenses. 

The  treatment  applies  to  Blue  Cross  and 
Blue  Shield  organizations  providing  health 
insurance  that  (1)  were  in  existence  on  the 
date  of  conference  action  (August  16.  1986). 
(2)  are  determined  at  any  time  to  be  tax- 
exempt  under  a  determination  that  has  not 
been  revoked.'  and  (3)  were  tax-exempt  for 
the  last  taxable  year  beginning  before  Janu- 
ary 1.  1987.  provided  that  no  material 
change  occurs  in  the  structure  or  operations 
of  the  organization  after  Augiist  16.  1986. 
and  before  the  close  of  1986  or  any  subse- 
quent taxable  year.  The  conferees  intend 
that  the  following  principles  will  l>e  applied 
by  the  Secretary  in  determining  whether  or 
not  a  material  change  in  operations  or 
structure  has  occurred. 

First,  the  merger  or  split  up  of  1  or  more 
existing  Blue  Cross/Blue  Shield  organiza- 
tions will  not  constitute  a  material  change 
in  operation  or  structure. 

Second,  if  an  existing  Blue  Cross/Blue 
Shield  organization  acquires  a  new  line  of 
business  or  is  acquired  by  another  business 
(other  than  a  health  business),  the  acquisi- 
tion does  not  constitute  a  material  change 
in  operations  or  structure  of  the  organiza- 
tion if  (1)  the  assets  of  the  other  business 
are  a  de  minimis  percentage  (i.e..  less  than 
10  percent)  of  the  assets  of  the  existing 
Blue  Cross/Blue  Shield  organization  at  the 
time  of  the  acquisition,  or  (2)  the  taxpayer 
can  demonstrate  to  the  Secretary  of  the 
Treasury  that,  based  on  all  the  facts  and  cir- 
cumstances, the  acquisition  does  not  consti- 
tute a  material  change  in  operations  or 
structure  of  the  existing  Blue  Cross/Blue 
Shield  organization. 

Third,  a  material  change  in  operations 
occurs  if  an  existing  Blue  Cross/Blue  Shield 
organization  drops  its  high  risk  coverage  or 
substantially  changes  the  terms  and  condi- 
tions under  which  high  risk  coverage  is  of- 
fered by  the  organization  from  the  terms 
and  conditions  in  effect  as  of  August  16. 
1986.  A  change  in  high  risk  coverage  is  con- 
sidered suljstantial  if  the  effect  of  the 
change  is  to  defeat  the  purpose  of  high  risk 
coverage.  High  risk  coverage  for  this  pur- 
pose generally  means  the  coverage  of  indi- 
viduals and  small  groups  to  the  extent  the 
organization  (1)  provides  such  coverage 
under  specified  terms  and  conditions  as  of 
August  16.  1986.  or  (2)  meets  the  statutory 
minimum  definition  of  high  risk  coverage 
for  new  organizations.  A  material  change  in 
operations  does  not  occur  if  an  existing  or- 
ganization alters  its  operations  to  provide 
high  risk  coverage  that  meets  the  minimum 
standards  under  the  conference  agreement 
for  new  Blue  Cross/Blue  Shield  organiza- 
tions. 

For  example,  if  an  existing  Blue  Cross/ 
Blue  Shield  organization  provides  open  en- 
rollment to  all  individuals  and  small  groups 
of  less  than  5  individuals,  the  organization 
could  redefine  a  small  group  for  purposes  of 
this  coverage  to  mean  the  lesser  of  15  indi- 
viduals or  the  minimum  number  of  individ- 
uals required  for  a  small  group  under  State 
law.  Such  a  redefinition  of  a  small  group 


'  The  conferees  Intend  that,  to  the  extent  such 
determinations  of  tax  exemption  for  any  taxable 
year  beginning  before  1987  were  not  under  audit  or 
In  litigation  before  the  date  of  conference  action 
(August  16.  1986).  the  InUmal  Revenue  Service  will 
not  seelt  to  revolte  such  determinations. 


(from  5  to  15  individuals)  would  not  be  con- 
sidered a  material  change  in  operations  be- 
cause the  organization  would  meet  the  mini- 
mum standard  for  a  new  organization  with 
respect  to  small  group  coverage. 

On  the  other  hand,  if  an  existing  Blue 
Cross/Blue  Shield  organization  provides,  as 
of  August  16.  1986.  high  risk  coverage  to  in- 
dividuals and  small  groups  without  a  premi- 
um price  differential  to  take  account  of  the 
high  risk  nature  of  the  business,  a  change  in 
premium  structure  for  such  individual  and 
small  group  coverage  that  has  the  effect  of 
creating  a  significant  price  differential  to 
take  account  of  the  high  risk  nature  of  the 
business  would  be  considered  a  material 
change  in  operations. 

The  conferees  intend  that,  to  the  extent 
such  determinations  of  tax  exemption  for 
any  taxable  year  beginning  before  1987  were 
not  under  audit  or  in  litigation  before  the 
date  of  conference  action  (August  16.  1986). 
the  Internal  Revenue  Service  will  not  seek 
to  revoke  such  determinations. 

The  conference  agreement  provides  that 
such  existing  Blue  Cross  and  Blue  Shield  or- 
ganizations and  other  organizations  eligible 
for  this  treatment  are  subject  to  tax  as 
stock  property  and  casualty  insurance  com- 
panies under  Part  II  of  Subchapter  L  of  the 
Code,  as  amended  under  the  conference 
agreement.  Thus,  such  organizations  are 
generally  subject  to  the  provisions  applica- 
ble to  property  and  casualty  insurance  com- 
panies in  this  conference  agreement,  except 
as  otherwise  provided. 

A  special  deduction  is  provided  to  such  or- 
ganizations with  respect  to  their  health 
business  equal  to  25  percent  of  the  claims 
and  expenses  incurred  during  the  taxable 
year  less  the  adjusted  surplus  at  the  begin- 
ning of  the  year.  This  deduction  is  calculat- 
ed by  computing  surplus,  taxable  income, 
claims  incurred,  expenses  incurred,  tax- 
exempt  income,  net  operating  loss  car- 
ryovers, etc..  attributable  to  health  busi- 
ness. Thus,  the  deduction  is  not  allowable 
with  respect  to  such  items  attributable  to. 
for  example,  life  insurance  business.  The  ex- 
penses attributable  to  health  business  are 
those  incurred  during  the  taxable  year  in 
connection  with  the  administration,  adjust- 
ment or  settlement  of  claims  under  health 
business.  The  deduction  may  not  exceed 
taxable  income  attributable  to  health  busi- 
ness for  the  year  (calculated  without  regard 
to  this  deduction). 

For  organizations  eligible  for  this  deduc- 
tion in  the  first  taxable  year  beginning  after 
December  31,  1986.  the  amount  of  the  ad- 
justed surplus  to  be  applied  in  the  first  year 
for  which  the  deduction  is  allowable  is  the 
surplus  reported  on  the  organization's 
annual  statement  (i.e.,  the  annual  state- 
ment approved  by  the  National  Association 
of  Insurance  Commissioners)  at  the  close  of 
the  preceding  year,  adjusted  by  not  taking 
into  account  distributions  (such  as  distribu- 
tions to  shareholders,  or  contributions  or 
loans  to  affiliates  that  reduce  surplus,  but 
not  including  ordinary  and  necessary  ex- 
penses or  deductible  policyholder  dividends) 
after  the  date  of  conference  action  (August 
16,  1986).  For  organizations  that  first 
become  eligible  for  the  provision  in  a  later 
taxable  year,  the  amount  of  the  adjusted 
surplus  for  the  first  year  of  the  deduction  is 
the  surplus  reported  on  the  annual  state- 
ment at  the  close  of  the  preceding  year. 

The  initial  surplus  amount  is  adjusted 
under  the  provision  at  the  close  of  each  tax- 
able year  by  adding  the  taxable  income  or 


loss  *  of  the  organization  for  the  year  (de- 
termined without  regard  to  net  operating 
loss  carryovers  and  without  regard  to  the 
deduction  under  this  provision),  plus  net 
tax-exempt  income  for  the  year.  Net  tax- 
exempt  income  means  dividends  for  which 
the  dividends  received  deduction  was  al- 
lowed, and  interest  that  is  tax-exempt,  less 
the  expenses  of  earning  the  tax-exempt  in- 
terest that  were  disallowed  under  sec.  265, 
and  less  the  adjustment  that  was  made  for 
proration  of  tax-exempt  income  under  sec. 
805(a)  or  sec.  832(b)(5)  (as  amended  by  the 
conference  agrreement).  If  an  organization 
eligible  for  the  deduction  under  this  provi- 
sion does  not  take  the  deduction  in  any 
year,  adjusted  surplus  must  be  calculated 
for  the  intervening  years  between  the  last 
year  the  organization  took  the  deduction 
and  the  next  year  in  which  it  takes  the  de- 
duction, so  as  to  take  account  properly  of 
the  calculation  of  the  deduction  in  the  later 
year. 

For  example,  assume  a  calendar  year  Blue 
Cross  organization  engaged  only  in  health 
business,  the  State  law  surplus  (as  adjusted) 
of  which  was  $100  million  on  January  1. 

1987.  In  1987.  the  organization  has  health 
claims  and  expenses  incurred  of  $880  million 
and  adjusted  taxable  income  of  $160  million 
(including  net  tax-exempt  income  of  $10 
million).  In  1987,  the  organization  would  be 
entitled  to  a  special  deduction  of  $120  mil- 
lion, that  is,  the  excess  of  $220  million  (25 
percent  of  the  1987  claims  and  expenses 
paid)  over  $100  million  (the  1987  opening 
surplus). 

As   a   further  example,   assume   that   in 

1988,  the  organization  has  health  claims 
and  expenses  incurred  of  $1.2  billion.  Its 
special  deduction  for  1988  would  be  $40  mil- 
lion, that  is,  the  excess  of  $300  million  (25 
percent  of  the  1988  health  claims  and  ex- 
penses incurred)  over  the  opening  1988  ad- 
justed surplus  balance  of  $260  million.  The 
opening  1988  surplus  is  calculated  by  taking 
the  sum  of  (a)  1987  opening  surplus  of  $100 
million,  plus  (b)  1987  adjusted  taxable 
income  of  $160  million  (including  1987  net 
tax-exempt  income  of  $10  million). 

The  deduction  applies  only  for  regular  tax 
purposes.  Therefore,  the  deduction  is  treat- 
ed as  a  preference  item  for  purposes  of  the 
corporate  minimum  tax. 

In  addition  to  this  special  deduction,  such 
organizations  are  given  a  fresh  start  with  re- 
spect to  changes  in  accounting  methods  re- 
sulting from  the  change  from  tax-exempt  to 
taxable  status.  No  adjustment  is  made 
under  section  481  on  account  of  an  account- 
ing method  change. 

Such  organizations  are  not  subject  to  the 
treatment  of  unearned  premium  reserves 
generally  applicable  to  property  and  casual- 
ty insurance  companies  under  the  confer- 
ence agreement.  The  conferees  believe  that 
during  the  period  such  organizations  were 
tax-exempt,  any  mismatching  of  currently 
deductible  premium  acquisition  expenses 
and  deferred  premiums  (resulting  from  the 
unearned  premium  reserve  deduction)  had 
no  significant  tax  impact,  and  therefore  it  is 
not  appropriate  to  require  these  organiza- 
tions to  include  in  income  a  portion  of  the 
outstanding  balance  of  the  unearned  premi- 
um reserve.  To  ease  the  transition  from  tax- 


=  As  under  present  law.  insurance  loss  reserves 
must  be  reasonable  (see  X.C.  1..  below).  Generally, 
it  is  intended  that  the  loss  reserves  of  organizations 
eligible  for  the  deduction  under  this  provision  also 
be  reasonable,  and  that  they  be  comparable  to  the 
historical  loss  reserves  of  the  organization  in  rela- 
tion to  its  claims  and  expenses. 
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exempt  to  taxable  status,  the  conferees  be- 
lieve that  it  is  appropriate  to  give  such  orga- 
nizations relief  from  the  requirement  that 
20  percent  of  the  increase  in  unearned  pre- 
mium reserves  be  included  in  income. 

Finally,  the  basis  of  assets  of  such  organi- 
zations is  equal,  for  purposes  of  determining 
gain  or  loss,  to  the  amount  of  the  asseU' 
fair  market  value  on  the  first  day  of  the  or- 
ganization's taxable  year  beginning  after 
December  31.  1986.  Thus,  for  formerly  tax- 
exempt  organizations  utilizing  a  calendar 
period  of  accounting  and  whose  first  taxable 
year  commences  January  1,  1987,  the  basis 
of  each  asset  of  such  organization  is  equal 
to  the  amount  of  its  fair  market  value  on 
January  1,  1987.  The  basis  step-up  is  provid- 
ed solely  for  purposes  of  determining  gain 
or  loss  upon  sale  or  exchange  of  the  assets, 
not  for  purposes  of  determining  amounts  of 
depreciation  or  for  other  purposes.  The 
basis  adjustment  is  provided  because  the 
conferees  believe  that  such  formerly  tax- 
exempt  organizations  should  not  be  taxed 
on  unrealized  appreciation  or  depreciation 
that  accrued  during  the  period  the  organiza- 
tion was  not  generally  subject  to  income 
taxation. 

The  foregoing  special  provisions  apply  to 
existing  tax-exempt  Blue  Cross  and  Blue 
Shield  organizations  and  and  to  those  other 
organizations  that  satisfy  the  additional  cri- 
teria described  below. 

Other  organizations  substantially  all  of 
whose  activities  are  providing  health  insur- 
ance, in  order  to  receive  the  treatment 
under  the  provisions  described  above,  must 
meet  certain  requirements. 

First,  at  least  10  percent  of  the  health  in- 
surance (determined  as  a  percentage  of  the 
total  number  of  individuals  covered  aiuiual- 
ly)  provided  by  the  organization  must  be 
provided  to  individuals  and  small  groups 
(disregarding  Medicare  supplemental  cover- 
age). A  small  group  is  defined  as  the  lesser 
of  15  individuals  or  the  number  of  individ- 
uals required  for  a  small  group  under  the 
State  law  where  the  covered  groups  are  lo- 
cated. 

Second,  the  organization  is  required  to 
provide  continuous  full-year  open  enroll- 
ment for  individuals  and  small  groups.  Open 
enrollment  is  intended  to  included  conver- 
sions from  group  to  individual  coverage  (for 
example,  upon  separation  from  service  with 
an  employer  who  provides  group  coverage), 
without  a  lapse  in  coverage,  provided  the  in- 
dividual seeking  to  convert  from  group  to 
individual  coverage  notifies  the  organization 
providing  group  coverage  of  his  conversion 
request  by  the  date  of  his  separation  from 
service.  Conversion  includes  any  change  in 
the  type  of  coverage  (e.g.,  from  one  type  of 
group  to  another). 

Third,  any  individual  seeking  health  in- 
surance is  required  to  be  offered  coverage 
which  includes  coverage  of  pre-existing  con- 
ditions, and  the  coverage  becomes  effective 
within  a  reasonable  waiting  period  after  the 
time  such  coverage  is  sought.  A  reasonable 
waiting  period  is  intended  to  be  not  more 
than  three  months.  Further,  health  insur- 
ance coverage  must  be  provided  without 
regard  to  the  age,  income,  or  employment 
status  of  persons  under  age  65. 

Fourth,  at  least  35  percent  of  the  organi- 
zation's health  insurance  premiums  are  de- 
termined on  a  community-rated  basis.  This 
percentage  is  determined  as  a  percentage  of 
the  total  number  of  persons  covered  on  an 
annual  basis.  Community  rating  means  that 
premiums  are  determined  on  the  basis  of 
the  average  annual  cost  of  health  insurance 
over  the  population  in  the  community. 


Fifth,  the  organization  must  be  organized 
and  operated  in  a  manner  such  that  no  part 
of  the  net  earnings  inures  to  the  benefit  of 
any  private  shareholder  or  individual. 

The  conference  agreement  requires  that 
the  Treasury  Department  audit  and  study 
fraternal  beneficiary  organizations  (de- 
scribed in  sec.  501(c)(8))  that  received  gross 
insurance  premiums  in  excess  of  $25  million 
in  taxable  year  1984.  The  Treasury  study  is 
due  by  January  1,  1988. 
Effective  dates 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31.  1986. 
Special  rules  for  Mutual  of  America  and  for 
Teachers  Insurance  Annuity  Association- 
College  Retirement  Equities  Fund  provide 
that  this  provision  does  not  apply  with  re- 
spect to  that  portion  of  their  business  at- 
tributable to  pension  business.  For  this  pur- 
pose, the  conference  agreement  provides 
that  pension  business  means  the  administra- 
tion of  qualified  pension  plans  (sec.  401(a) 
or  403(a)).  tax-sheltered  annuities  (sec. 
403(b)).  unfunded  deferred  compensation 
plans  of  State  and  local  governmenU  (sec. 
457).  and  individual  retirement  arrange- 
ments (IRA's.) 

Additional  special  rules  provide  that  this 
provision  does  not  apply  to  the  YMCA  re- 
tirement fund,  to  administrative  services 
performed  by  tax-exempt  municipal  leagues, 
to  the  Missouri  Hospital  Association,  or  to 
dental  benefit  coverage  by  Delta  Dental 
Plans  Association  through  contracts  with 
independent  service  providers  so  long  as  tlie 
provision  of  such  coverage  is  the  principal 
activity  of  such  Association.  No  inference  is 
intended,  under  this  provision,  as  to  wheth- 
er the  performance  of  administrative  serv- 
ices by  tax-exempt  municipal  leagues,  with- 
out more,  constitutes  commercial-type  in- 
surance activities.  Generally,  however,  the 
performance  of  administrative  services  with 
respect  to  insurance  contracts  by  tax- 
exempt  organizations  may  be  subject  to  un- 
related business  tax. 

3.  Operations  loss  deduction  of  insolvent  compa- 
nies 

Present  Law 
Prior  to  1984.  life  insurance  companies 
were  permitted  to  exclude  from  taxable 
income  50  percent  of  the  excess  of  gain 
from  operations  over  taxable  investment 
income.  In  addition,  life  insurance  compa- 
nies were  allowed  certain  special  deductions 
for  nonparticipating  contracU  and  for  acci- 
dent and  health  insurance  and  group  life  in- 
surance contracts.  The  amounts  deducted 
under  these  provisions  were  added  to  a  de- 
ferred tax  account  known  as  the  policyhold- 
ers surplus  account  (PSA).  The  allowance  of 
these  special  deductions,  and  the  establish- 
ment of  a  PSA,  were  intended  to  provide  a 
cushion  of  assets  to  protect  the  interests  of 
the  policyholders.  The  1984  Act  repealed 
the  deduction  for  additions  to  a  PSA.  but 
continued  the  deferral  on  existing  amounts 
in  a  PSA. 

The  deferral  of  tax  on  existing  amounts 
held  in  the  PSA  of  a  life  insurance  company 
is  ended  if  the  amounts  are  distributed  to 
shareholders.  In  certain  circumstances, 
amounts  may  be  required  to  be  distributed 
from  the  PSA  (i.e.,  the  deferral  of  tax  on 
such  amounts  is  ended)  if  the  PSA  becomes 
too  large  in  relation  to  the  scope  of  the  com- 
pany's current  operations.  The  deferral  of 
tax  on  amounts  in  the  PSA  also  may  end  if 
the  company  ceases  to  be  taxed  as  a  life  in- 
surance company.  The  amounU  included  m 
income  as  a  result  -of  ending  deferral  on 
amounte  in  the  PSA  cannot  be  offset  by  the 


company's  loss  from  operations  or  loss  car- 
ryovers. 

House  Bill 
Under  the  bill,  a  life  insurance  company  is 
permitted  to  apply  its  current  loss  from  op- 
erations and  its  unused  operations  loss  car- 
ryovers against  the  increase  in  its  taxable 
income  attributable  to  the  amount  distrib- 
uted from  its  PSA  if  certain  conditions  are 
satisfied.  First,  the  company  must  have 
been  insolvent  on  November  15,  1985. 
Second,  the  company  must  be  liquidated 
pursuant  to  the  order  of  a  court  of  compe- 
tent jurisdiction  in  a  title  11  or  similar  case. 
Third,  as  a  result  of  the  liquidation,  the 
company's  tax  liability  must  be  increased 
due  to  distributions  from  the  PSA.  Under 
the  provision,  no  carryover  of  any  loss  from 
operations  of  the  company  arising  during  or 
prior  to  the  year  of  liquidation  may  be  used 
in  any  taxable  year  succeeding  the  liquida- 
tion year  (regardless  of  whether  the  amount 
of  the  loss  exceeds  the  amount  of  the  distri- 
bution from  the  PSA). 

The  provision  applies  to  liquidations  on  or 
after  November  15.  1985. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment,  ef- 
fective for  liquidations  on  or  after  Novem- 
ber 15.  1985. 

4.  Treatment  of  electing  mutual  life  insurance 
company 

Present  Lav 
A  mutual  life  insurance  company  may 
elect  to  treat  all  its  individual  noncancella- 
ble  (or  guaranteed  renewable)  accident  and 
health  insurance  contracU  as  cancellable, 
for  purposes  of  determining  whether  the 
company  is  taxable  as  a  life  insurance  com- 
pany or  a  property  and  casualty  insurance 
company.  As  a  condition  of  making  this 
electioVi.  all  stock  life  insurance  company  af- 
filiates of  an  electing  mutual  life  insurance 
company  which  is  the  common  parent  of 
the  group  are  treated  as  mutual  life  insur- 
ance companies  subject  to  tax  under  all  pro- 
vUions  of  the  Code  applicable  to  mutual  life 
insurance  companies,  including  the  provi- 
sions regarding  the  differential  earnings 
amount  of  mutual  companies. 
House  Bill 
No  provision. 

Senate  Amendment 
Under   the   Senate   amendment,   the   re- 
quirement that  a  stock  life  insurance  affili- 
ate  of   an   electing   mutual   life   insurance 
company  parent  be  treated  as  a  mutual  life 
insurance  company  is  repealed,  only  for  tax- 
able  years   beginning   after  December   31. 
1985,  and  before  January  1.  1992. 
Conference  Agreement 
The   conference    agreement    follows    the 
House  bill. 
C.  Property  and  Casualty  Insurance  Company 
Taxation 
1.  Inclusion  in  income  of  20  percent  of  unearned 
premium  reserve 

Present  Law 
Under  present  law.  the  income  of  a  prop- 
erty and  casualty  insurance  company 
(whether  stock  or  mutual)  includes  its  un- 
derwriting income  or  loss  and  iU  investment 
income  or  loss,  as  well  as  gains  and  other 
income  items.  Underwriting  income  means 
premiums   earned   on   Insurance   contracts 
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during  the  year,  less  losses  incurred  and  ex- 
penses incurred  (sec.  832(b)(3)).  To  deter- 
mine premiums  earned,  the  increase  in  un- 
earned premiums  during  the  year  is  deduct- 
ed from  gross  premiums  (sec.  832(b)(4)(B)). 
This  treatment  of  unearned  premiums  gen- 
erally reflects  accounting  conventions  im- 
posed under  applicable  State  law. 

Property  and  casualty  insurers  may  also 
deduct  expenses  incurred  during  the  taxable 
year  (sec.  832(b)(3)).  Expenses  incurred  gen- 
erally means  expenses  shown  on  the  annual 
statement  approved  by  the  National  Asso- 
ciation of  Insurance  Commissioners.  Ex- 
penses incurred  are  calculated  by  adding  to 
expenses  paid  during  the  year  the  excess  of 
unpaid  expenses  at  the  end  of  the  current 
year  over  unpaid  expenses  at  the  end  of  the 
preceding  year  (sec.  832(b)(6)).  Expenses  in- 
curred ordinarily  include  premium  acquisi- 
tion expenses.  Expenses,  to  be  deductible, 
must  constitute  ordinary  and  necessary 
trade  or  business  expenses  within  the  mean- 
ing of  section  162  (sec.  832(c)(1)).  although 
this  rule  does  not  determine  the  time  when 
the  deduction  is  allowed. 

House  Bill 

Under  the  House  bill,  a  property  and  casu- 
alty insurance  company  is  required  to 
reduce  its  deduction  for  unearned  premiums 
by  20  percent.  All  items  which  are  included 
in  unearned  premiums  under  section  832(b) 
of  present  law  are  subject  to  this  reduction 
in  the  deduction. 

The  House  bill  also  provides  for  the  inclu- 
sion in  income  of  20  percent  of  the  un- 
earned premium  reserve  outstanding  at  the 
end  of  the  most  recent  taxable  year  begin- 
ning before  January  1.  1986.  This  income  is 
includible  ratably  over  a  5-year  period  com- 
mencing with  the  first  taxable  year  begin- 
ning after  December  31.  1985.  In  each  tax- 
able year  during  this  period.  4  percent  of 
the  unearned  premium  reserve  outstanding 
at  the  end  of  the  most  recent  taxable  year 
beginning  before  January  1.  1986.  is  includ- 
ed in  income. 

The  provision  is  generally  effective  for 
taxable  years  begiiuiing  after  December  31. 
1985. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  life  insurance  re- 
serves which  are  included  in  unearned  pre- 
miiun  reserves  under  section  832(b)(4)  are 
not  subject  to  this  reduction  in  the  deduc- 
tion for  unearned  premiums. 

In  addition,  the  amendment  provides  for 
the  inclusion  in  income  of  20  percent  of  the 
unearned  premium  reserve  outstanding  at 
the  end  of  the  most  recent  taxable  year  be- 
ginning before  January  1,  1987.  ratably  over 
a  7-1/2  year  period  commencing  with  the 
first  taxable  year  beginning  after  December 
31.  1986. 

In  the  case  of  insurance  against  default  in 
the  payment  of  principal  or  interest  on  se- 
curities with  a  maturity  of  5  years  or  more, 
the  amendment  provides  that  the  deduction 
for  increases  in  unearned  premiums  is  re- 
duced by  10  percent,  rather  than  20  percent. 
Thus,  only  90  percent  of  the  increase  in  un- 
earned premiums  is  deductible  and  90  per- 
cent of  any  decrease  is  includible  in  income. 

Similarly,  in  the  case  of  such  insurance  on 
securities.  10  percent,  rather  than  20  per- 
cent of  the  amount  of  the  unearned  premi- 
um reserve  outstanding  at  the  end  of  the 
most  recent  taxable  year  beginning  before 
January  1.  1986.  is  included  in  income  rat- 
ably over  7-1/2  years.  Insurance  on  securi- 
ties with  a  maturity  of  less  than  5  years  is 
subject  to  the  general  rule  reducing  the  de- 


duction (or  inclusion)  for  a  change  in  un- 
earned premiums  by  20  percent. 

Under  the  Senate  amendment,  if  a  proper- 
ty and  casualty  insurance  company  ceases 
to  be  taxable  as  a  property  and  casualty 
company,  the  ratable  inclusion  rule  for  out- 
standing unearned  premium  balances  (for 
balances  as  of  the  end  of  the  last  taxable 
year  beginning  before  January  1,  1987)  is 
applied  to  include  the  remaining  amount 
subject  to  the  rule  in  income  for  the  taxable 
year  preceding  the  taxable  year  in  which 
the  company  ceases  to  be  subject  to  tax  as  a 
property  and  casualty  insurance  company. 

An  exception  is  provided  to  the  extent  a 
successor  company  (which  is  also  a  property 
and  casualty  insurance  company)  is  subject 
to  the  requirements  of  section  381(c)(22) 
(relating  to  acquiring  companies  under  Sub- 
chapter L).  Further,  this  rule  applies  only  if 
a  company  ceases  to  be  a  property  and  casu- 
alty company  for  a  taxable  year  beginning 
before  January  1.  1993. 

The  provision  is  generally  effective  for 
taxable  years  beginning  after  December  31. 
1986. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  generally  effective  for 
taxable  years  beginning  after  December  31. 
1986.  with  the  modification  that  the  period 
over  which  20  percent  (or  10  percent  in  the 
case  of  insurance  on  securities  with  a  matu- 
rity over  5  years)  of  the  outstanding  balance 
of  unearned  premium  reserves  at  the  end  of 
the  last  taxable  year  beginning  before  Janu- 
ary 1.  1987.  is  included  in  income  is  6  years, 
rather  than  7-1/2  years,  commencing  with 
the  first  taxable  year  beginning  after  De- 
cember 31.  1986. 

The  conference  agreement  also  provides 
special  treatment  of  title  insurance  un- 
earned premium  reserves  (see  item  3. 
below). 

2.  Treatment  of  certain  dividends  and  tax-exempt 
interest 

Present  Law 

Property  and  casualty  insurance  compa- 
nies are  subject  to  tax  on  investment 
income,  which  generally  includes  interest, 
dividends,  and  rents  (sec.  832(b)(2)).  A  prop- 
erty and  casualty  company  that  includes  in- 
terest exempt  from  tax  (sec.  103)  in  its  in- 
vestment income  may  deduct  this  interest 
under  section  832(c)(7)  of  present  law.  In 
addition,  property  and  casualty  companies 
are  allowed  the  dividends-received  deduc- 
tion (sec.  832(0(12)). 

No  reduction  in  the  loss  reserve  deduction 
is  required,  under  present  law.  to  take  ac- 
count of  the  fact  that  deductible  additions 
to  reserves  may  come  out  of  income  not  sub- 
ject to  tax.  Unlike  life  insurance  companies, 
property  and  casualty  insurance  companies 
are  not  required  to  allocate  or  prorate  in- 
vestment income  (including  tax-exempt  in- 
vestment income)  so  as  to  take  account  of 
the  possibility  of  a  double  deduction  where 
deductible  additions  to  reserves  are  funded 
with  tax-exempt  income  (or  with  the  de- 
ductible portion  of  dividends  received). 
House  Bill 

Under  the  House  bill,  the  deduction  for 
losses  incurred  is  reduced  by  a  specified  por- 
tion of  the  insurers  tax-exempt  interest  and 
of  the  deductible  portion  of  dividends  re- 
ceived (with  special  rules  for  dividends  from 
affiliates).  For  this  purpose,  tax-exempt  in- 
terest includes  interest  income  excludable 
under  section  103  (or  deductible  under  sec. 
832(c)(7)).  the  portion  of  interest  income  ex- 
cludable under  section  133.  and  other  simi- 
lar items.  The  specified  portion  for  taxable 


years  beginning  after  December  31.  1985.  is 
10  percent,  increasing  to  15  percent  for  tax- 
able years  beginning  after  December  31, 
1987. 

In  the  case  of  dividends  from  affiliates, 
100  percent  of  which  are  deductible  under 
present  law,  the  portion  which  is  subject  to 
proration  in  the  hands  of  the  recipient 
property  and  casualty  company  is  that  por- 
tion which  is  attributable  to  tax-exempt  in- 
terest or  the  deductible  portion  of  nonaffil- 
iate  dividends  (that  is.  those  dividends 
which  would  not  be  eligible  for  the  100  per- 
cent dividends-received  deduction). 

The  proration  rule  does  not  apply  to  tax- 
exempt  interest  and  the  deductible  portion 
of  dividends  received  or  accrued  on  stock  or 
obligations  acquired  before  November  15. 
1985.  The  portion  of  dividends  received  from 
an  affiliate  attributable  to  stock  or  obliga- 
tions (the  interest  on  which  is  tax-exempt) 
acquired  by  the  affiliate  after  November  14. 
1985,  is  subject  to  the  proration  rule.  Fur- 
ther, if  an  affiliate  is  acquired  after  Novem- 
ber 14.  1985.  each  share  of  stock  or  obliga- 
tion (the  interest  on  which  is  tax-exempt) 
held  by  the  affiliate  (or  by  its  subsidiaries 
which  are  affiliates),  whenever  acquired  by 
the  affiliate,  is  treated  as  acquired  after  No- 
vember 14.  1985. 

The  provision  relating  to  proration  of  tax- 
exempt  interest  and  the  deductible  portion 
of  dividends  received  at  the  rate  of  10  per- 
cent is  effective  for  taxable  years  beginning 
after  December  31.  1985.  Effective  for  tax- 
able years  beginning  after  December  31, 
1987,  the  rate  is  increased  to  15  percent. 

Senate  Amendment 

No  provision. 

CoTiference  Agreement 

The  conference  agreement  follows  the 
House  bill,  with  modifications.  The  specified 
portion  by  which  the  deduction  for  losses 
incurred  is  reduced  under  the  provision  is  15 
percent  for  all  taxable  years  beginning  after 
December  31.  1986.  In  addition,  the  prora- 
tion rule  does  not  apply  to  tax-exempt  inter- 
est and  the  deductible  portion  of  dividends 
(whether  or  not  from  an  affiliate)  received 
or  accrued  on  stock  or  obligations  acquired 
before  Augiist  8.  1986. 

The  portion  of  dividends  received  from  an 
affiliate  attributable  to  stock  or  obligations 
(the  interest  on  which  is  tax-exempt)  ac- 
quired by  the  affiliate  after  August  7,  1986, 
is  subject  to  the  proration  rule.  Similarly, 
the  transfer  of  tax-exempt  bonds  among  af- 
filiates after  August  7,  1986,  is  treated  as  an 
acquisition  of  the  bonds  after  August  7, 
1986.  Further,  if  an  affiliate  is  acquired 
after  August  7,  1986,  each  share  of  stock  or 
obligation  (the  interest  on  which  is  tax- 
exempt)  held  by  the  affiliate  (or  by  its  sub- 
sidiaries that  are  affiliates),  whenever  ac- 
quired by  the  affiliate,  is  treated  as  acquired 
after  August  7,  1986. 

The  conference  agreement  clarifies  the 
determination  of  the  portion  of  a  dividend 
that  is  attributable  to  prorated  amounts. 
Under  the  conference  agreement,  dividends 
are  treated  as  paid  first  out  of  current  or  ac- 
cumulated earnings  and  profits  attributable 
to  prorated  amounts;  that  is,  it  is  treated  as 
paid  first  out  of  tax-exempt  income  of  the 
paying  company  (such  as  interest  or  the  de- 
ductible portion  of  dividends  received). 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31, 1986. 
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3.  Lou  reserve* 

Present  Law 
In  general 

Present  law  provides  generally  that  prop- 
erty and  casusilty  companies  are  required  to 
include  their  underwriting  and  investment 
income  or  loss  in  taxable  income  (sec. 
832(b)).  Among  the  items  that  are  deducti- 
ble in  calculating  underwriting  Income  are 
additions  to  reserves  for  losses  and  expenses 
incurred.  Losses  incurred  may  include 
unpaid  losses,  the  amounts  of  contested  li- 
abilities, and  amounts  which  are  estimated 
(and  which  therefore  may  be  subject  to 
future  change  when  the  amounts  can  be  de- 
termined with  reasonable  accuracy). 

The  amount  of  the  deduction  for  losses  in- 
curred must  be  reasonable.  See  Reg.  sec. 
1.832-4(b)  and  Hanover  Iruurance  Co.  v. 
Commissioner,  598  F.2d  1121  (1st  Cir.  1979), 
cert  denied.  444  U.S.  915.  Thus,  under 
present  law,  the  Internal  Revenue  Service 
may  review,  and.  If  appropriate,  adjust  the 
amount  of  the  deduction  for  unpaid  losses 
and  unpaid  loss  adjustment  expenses. 
Title  insurance 

Under  present  law,  the  treatment  of  title 
insurance  (i.e.,  insurance  to  protect  the 
buyer  of  real  property  against  the  risk  that 
a  defect  in  the  title  or  an  encumbrance 
against  the  property  exists  at  the  time  the 
property  is  purchased)  is  unclear.  Under 
Rev.  Rul.  83-174,  1983-2  C.B.  108,  as  modi- 
fied by  Rev.  Rul.  84-107.  1984-2  C.B.  122,  for 
title  insurers  operating  in  jurisdictions  re- 
quiring the  maintenance  of  an  unearned 
premium  reserve,  the  IRS  has  permitted 
premiums  received  by  title  insurers  (to  the 
extent  of  the  reserve  required  under  State 
law)  to  be  treated  as  unearned  premiums  for 
Federal  income  tax  purposes  for  years  be- 
ginning before  November  28,  1984;  however, 
the  taxpayer  may  not  deduct  incurred  but 
unreported  losses  in  addition  to  unearned 
premiums  for  tax  years  beginning  on  or 
after  November  28,  1983. 

House  Bill 
The  Treasury  Department  (in  consulta- 
tion with  the  Joint  Committee  on  Taxation) 
is  required  to  conduct  a  study  of  the  treat- 
ment of  loss  reserves  of  property  and  casual- 
ty insurance  companies.  The  results  of  the 
study,  together  with  recommendations,  are 
to  be  submitted  to  the  Committee  on  Ways 
and  Means  of  the  House  of  Representatives 
and  the  Committee  on  Finance  of  the 
Senate  no  later  than  January  1,  1987. 

Senate  Amendment 
In  general 

The  Senate  amendment  provides  for  the 
discounting  of  the  deduction  for  losses  and 
expenses  incurred  to  take  account  partially 
of  the  time  value  of  money.  The  Senate 
amendment  limits  the  deduction  for  unpaid 
losses  (reported  losses  that  have  not  been 
paid,  estimates  of  losses  incurred  but  not  re- 
ported, resisted  claims,  and  unpaid  loss  ad- 
justment expenses)  to  the  amount  of  dis- 
counted unpaid  losses. 

This  modified  treatment  of  loss  reserve 
deductions  is  applicable  both  to  loss  reserves 
of  property  and  casualty  companies,  and  to 
loss  reserves  of  life  insurance  companies 
that  are  not  required  to  be  discounted  under 
life  insurance  company  taxation  provisions. 
In  the  case  of  any  reserves  (including  re- 
serves of  property  and  casualty  companies) 
which  life  insurance  company  provisions  re- 
quire to  be  discounted,  the  applicable  life  in- 
surance reserve  discounting  rules  apply  in 
lieu  of  the  new  discounting  rules  adopted  by 
the  Senate  amendment. 


The  Senate  amendment  requires  all  prop- 
erty and  casualty  loss  reserves  (unpaid 
losses  and  unpaid  loss  adjustment  expenses) 
for  each  line  of  business  (as  shown  on  the 
annual  statement)  to  be  discounted  for  tax 
purposes.  The  amount  of  the  discounted 
unpaid  losses  as  of  the  end  of  any  taxable 
year  attributable  to  any  accident  year  is  the 
present  value  of  the  losses  (as  of  the  close  of 
the  taxable  year)  determined  by  using  (1) 
the  gross  amount  to  be  subject  to  discount- 
ing (i.e.,  the  undiscounted  loss  reserves),  (2) 
the  pattern  of  payment  of  claims,  including 
the  duration  in  years  over  which  the  claims 
will  be  paid,  and  (3)  the  rate  of  interest  to 
be  assumed  in  calculating  the  discounted  re- 
serve. This  discounting  methodology  is  ap- 
plied by  line  of  business  and  by  accident 
year,  as  reported  on  the  annual  statement 
filed  for  the  year. 
Interest  rate 

The  interest  rate  used  for  purposes  of  ap- 
plying the  discounting  methodology  to  a 
line  of  business  is  5  percent  for  all  accident 
years  of  the  company  beginning  before  or  in- 
1987.  For  accident  years  beginning  after 
1987,  the  annual  interest  rate  applicable  to 
the  discounting  of  unpaid  losses  is  equal  to 
75  percent  of  the  average  of  the  applicable 
Federal  mid-term  rates  (as  defined  in  sec. 
1274(d)  converted  to  a  rate  based  on  annual 
compounding)  effective  as  of  the  beginning 
of  each  of  the  calendar  months  in  the  base 
peri(xl.  The  base  period  means  the  most 
recent  60  calendar  months  ending  before 
the  beginning  of  the  calendar  year  for 
which  the  determination  is  made  (excluding 
months  beginning  before  1987). 
Loss  payment  patterns 

The  Senate  amendment  requires  the  Sec- 
retary of  the  Treasury  to  determine  a  loss 
payment  pattern  with  respect  to  each  line 
of  business  reported  on  Schedules  O  and  P 
for  a  determination  year.  This  loss  payment 
pattern  will  be  determined  by  reference  to 
the  historical  loss  payment  pattern  applica- 
ble to  the  line  of  business  and  applies  to  ac- 
cident years  ending  with  (or  within)  the  de- 
termination year  and  each  of  the  four  suc- 
ceeding years. 

The  Senate  amendment  provides  a  special 
rule  for  certain  long-tail  lines  of  business.  In 
addition,  the  amendment  provides  special 
rules  for  unallocated  lines  of  reinsurance 
and  international  business,  and  for  certain 
accident  and  health  insurance.  A  taxpayer 
may  elect  to  apply  the  reserve  discounting 
rules  by  reference  to  the  taxpayer's  own  his- 
torical loss  payment  patterns. 
ntle  insurance 

Under  the  Senate  amendment,  the  treat- 
ment of  unearned  premiums  of  title  insur- 
ance companies  is  clarified.  Section 
832(b)(4)  does  not  apply  to  amounts  denomi- 
nated as  unearned  premiums  by  a  title  in- 
surance company  (including  amounts  char- 
acterized under  State  law  as  unearned  pre- 
mium reserves).  Rather,  such  reserves  are  to 
be  treated  as  reserves  for  unpaid  losses  sub- 
ject to  the  new  discounting  rules.  To  the 
extent  that  the  amount  of  such  reserves  is 
in  excess  of  the  unpaid  loss  reserves  neces- 
sary for  the  protection  of  policyholders,  it  is 
not  treated  as  a  reserve  amount. 
Effective  dates 

Under  the  Senate  amendment,  the  provi- 
sions relating  to  the  treatment  of  loss  re- 
serve deductions  for  property  and  casualty 
companies  apply  to  taxable  years  beginning 
after  December  31.  1986. 

Under  the  Senate  amendment,  a  transi- 
tional rule  is  provided  with  respect  to  the 


unpaid  losses  on  outstanding  business 
before  the  effective  date  of  the  provision. 
Under  this  transitional  rule,  for  purposes  of 
calculating  a  company's  change  in  unpaid 
losses  with  respect  to  outstanding  business, 
the  unpaid  losses  are  determined  as  if  the 
discounting  provisions  had  applied  to  the 
unpaid  losses  (and  unpaid  expenses)  in  the 
last  taxable  year  beginning  before  January 
1.  1987.  In  addition,  the  interest  rate  and 
loss  payment  pattern  assumptions  with  re- 
spect to  such  outstanding  business  are  to  be 
computed  by  using  the  rate  and  loss  pay- 
ment pattern  applicable  to  accident  years 
ending  in  1987. 

Further,  the  bill  provides  a  fresh  start  ad- 
justment with  respect  to  undiscounted  loss 
reserves  applicable  to  the  last  taxable  year 
beginning  before  January  1,  1987.  Under 
this  fresh  start  rule,  the  difference  between 
the  amount  of  undiscounted  unpaid  loss  re- 
serves and  unpaid  expenses  (the  recomput- 
ed reserves)  at  the  end  of  the  last  taxable 
year  beginning  before  January  1.  1987,  and 
the  amount  of  the  discounted  balances  de- 
termined under  the  transitional  rule,  are 
not  taken  into  account  for  purposes  of  de- 
termining the  taxable  income  of  an  insur- 
ance company  after  the  effective  date. 

Such  fresh  start  adjustment  is  to  be  taken 
into  account  in  full  in  the  first  taxable  year 
to  which  the  discounting  provisions  apply 
(i.e..  the  first  taxable  year  beginning  after 
December  31.  1986).  for  purposes  of  calcu- 
lating any  adjustment  to  earnings  and  prof- 
its. Any  reserve  strengthening  after  March 
1.  1986.  is  to  be  treated  as  reserve  strength- 
ening for  the  first  taxable  year  beginning 
after  December  31,  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  with  modifications. 


Interest  rate 

Under  the  conference  agreement,  the  in- 
terest rate  to  be  used  for  purposes  of  apply- 
ing the  discounting  methodology  to  a  line  of 
business  is  equal  to  100  percent  of  the  aver- 
age of  the  applicable  Federal  mid-term  rates 
(as  defined  in  sec.  1274(d)  converted  to  a 
rate  based  on  annual  compounding)  effec- 
tive as  of  the  beginning  of  each  of  the  calen- 
dar months  in  the  base  period.  The  base 
period  means  the  most  recent  60  calendar 
months  ending  before  the  beginning  of  the 
calendar  year  for  which  the  determination 
is  made.  However,  no  calendar  month  before 
August  1986  is  included  in  the  base  period. 
For  accident  years  of  a  company  beginning 
before  or  in  1987.  the  rate  to  be  applied  is 
100  percent  of  the  average  of  the  applicable 
Federal  mid-term  rates  effective  as  of  the 
beginning  of  the  5  last  calendar  months  of 
1986. 
Loss  payment  patterns 

The  conference  agreement  follows  the 
Senate  amendment  provision  requiring  the 
Secretary  of  the  Treasury  to  determine  a 
loss  payment  pattern  with  respect  to  each 
line  of  business  reported  on  Schedules  O 
and  P  for  calendar  year  1987  and  each  5th 
calendar  year  after  1987. 

In  the  case  of  unallocated  reinsurance  and 
International  lines  of  business,  the  confer- 
ence agreement  provides  that  the  discount- 
ing provisions  are  Implemented  on  the  basis 
of  composite  discount  factors  derived  by 
combining  the  payment  patterns  for  all 
Schedule  P  lines.  The  conference  agreement 
clarifies  that  international  and  reinsurance 
business  that  is  allocated  to  a  particular  line 
of  business  and  taken  account  of  as  part  of 
that  line  of  business  is  discounted  in  accord- 
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ance  with  the  rules  applicable  to  that  line  of 
business,  not  the  general  rules  applicable  to 
unallocated  international  and  reinsurance 
business.  Thus,  for  example,  reiivsurance  of 
accident  and  health  business  that  is  allocat- 
ed to  that  line  of  business  as  reported  on 
the  annual  statement  of  the  taxpayer  is 
subject  to  the  discounting  rules  applicable 
to  that  line  of  business.  The  Treasury  De- 
partment may,  by  regulation,  address  the 
treatment  of  distortions  in  the  loss  payment 
patterns  arising  where,  for  example,  rein- 
surance of  "short  tail"  business  is  allocated 
to  that  line  of  business  and  reinsurance  of 
"long  tail"  business  is  unallocated,  or  vice 
versa. 

In  the  case  of  life  insurance  companies 
and  property  and  casualty  companies  with 
respect  to  the  types  of  accident  and  health 
insurance  coverage  (other  than  disability  in- 
surance) that  are  not  currently  subject  to 
the  life  insurance  company  reserve  require- 
ments (such  as  cancellable  accident  and 
health  coverage),  such  coverage  is  subject  to 
the  discounting  provisions  for  property  and 
casualty  insurance  companies  with  the  clari- 
fication that  life  insurance  companies  may 
not  deduct  loss  adjustment  expenses  that  do 
not  meet  the  all-events  test  applicable 
under  sec.  461  of  the  Code.  Thus,  it  is  not 
intended  that  noncancellable  accident  and 
health  insurance  business  currently  subject 
to  life  insurance  reserve  rules  (sec.  807(d)) 
be  subject  to  discounting  under  the  proper- 
ty and  casualty  discounting  methodology. 
Similarly,  life  insurance  companies  are  not 
intended  to  be  permitted  to  deduct  loss  ad- 
justment expenses  by  virtue  of  the  applica- 
tion of  the  property  and  casualty  discount- 
ing methodology  with  respect  to  cancellable 


accident  and  health  insurance  business,  if 

any,  of  such  companies. 

Election  to  use  historical  experience 

The  conference  agreement  follows  the 
Senate  amendment  with  respect  to  the  pro- 
vision that  a  taxpayer  may  elect  to  apply 
discounting  with  respect  to  the  taxpayer's 
own  historical  loss  payment  pattern.  Au- 
thority is  granted  to  provide  in  Treasury 
regulations  that  an  election  under  this  pro- 
vision does  not  apply  to  a  line  of  business  in 
which  the  taxpayer  does  not  have  sufficient 
historical  experience.  Generally,  it  is  intend- 
ed that  the  election  be  available  only  for 
those  lines  of  business  for  which  the  tax- 
payer's own  historical  experience  is  statisti- 
cally significant.  Thus,  if  the  taxpayer's 
business  in  any  line  of  business  does  not 
represent  a  meaningful  portion  of  the  total 
industry-wide  business  in  that  line  of  busi- 
ness, then  it  is  intended  that  the  election 
not  apply  with  respect  to  that  line  of  busi- 
ness. Generally,  a  meaningful  portion  would 
be  a  portion  representing  business  in  at 
least  the  10th  percentile  of  industry-wide  re- 
serves for  a  line  of  business  for  the  determi- 
nation year  with  respect  to  which  the  elec- 
tion is  made.  That  is.  no  election  would  be 
permitted  for  any  line  of  business  where  90 
percent  of  taxpayers  that  have  reserves  in 
that  line  of  business,  have  reserves  that  are 
bigger  than  those  of  the  taxpayer  for  the 
line  of  business  for  the  determination  year. 
Extension  of  payment  pattern  for  long-tail 
lines 

The  conference  agreement  follows  the 
Senate  amendment  with  respect  to  the  dis- 
counting period  for  certain  long-tail  lines  of 
business,  with  a  modification.  The  confer- 


ence agreement  provides  that,  if  the  amount 
of  losses  treated  as  paid  in  the  penultimate 
year  of  the  payment  pattern  is  zero  or  nega- 
tive, then  the  the  average  of  the  amounts 
treated  as  paid  in  the  3  penultimate  years  of 
the  payment  pattern  is  the  amount  taken 
into  account,  for  purposes  of  extending  the 
loss  payment  pattern  by  up  to  an  additional 
5  years.  In  the  event  that  the  average  of  the 
3  years  gives  rise  to  a  negative  number  for 
any  line  of  business,  additional  preceding 
years  of  the  payment  pattern  should  be 
averaged  in  successively,  until  the  average  is 
a  positive  number.  This  rule  applies  to  the 
extension  of  all  payment  patterns,  including 
those  where  the  taxpayer  has  elected  to  de- 
termine its  loss  payment  patterns  on  the 
basis  of  its  own  historical  experience. 

The  following  example  illustrates  the  ap- 
propriate methodology  for  determining  a 
payment  pattern  for  a  line  of  business  for 
any  given  accident  year.  In  the  case  of  an 
electing  taxpayer,  the  data  used  would  be 
the  aruiual  statement  data  for  the  line  of 
business  reported  on  the  taxpayer's  most  re- 
cently filed  annual  statement.  Example  1  il- 
lustrates the  development  of  a  payment  pat- 
tern for  a  Schedule  P  line,  and  example  2  il- 
lustrates the  development  of  a  payment  pat- 
tern for  a  Schedule  O  line  of  business. 

Example  I:  payment  pattern  for  Schedule 
Pline 

The  development  of  reserve  discount  fac- 
tors for  a  Schedule  P  line  of  business  is  il- 
lustrated in  Table  1.  This  example  is  based 
on  the  1985  consolidated  indi^stry  totals  for 
automobile  liability.  The  1985  annual  state- 
ment is  used  because  it  contains  the  most 
recent  loss  development  data. 


TaWe  1.— Reserve  Discount  Factor  Development,  Automobile  Liability 

lOBQunl  rale  rs  assuned  to  He  1  pefcmt  per  annum  | 


Vean  betore  cwreni  lat 


Year 
loss 

incufred 


Loss  and 
loss  e>pe<ise 
payments  to 

date 
(llrausands) 


Total  losses 
and  loss 
expense 
incwted  ' 

(llwusands) 


Penxntage 


Cumulative 
fraction  of 
loss  paid' 
(petcenl) 


Ftactioii  of 

loss  paid 

during 

year ' 

(perixnt) 


Fraction  of 

loss  unpaid. 

yeat<(id 

(percenl) 


Discounted 
traction 
unpaid, 
year-end 
(percent) 


Reserve 
discount 
factor* 
(percent) 


«+» 

ffr+N- 

W-fll- 


1985  JIO.734,519  $31,281,287  343161  343161  656839  58  7454  894365 

1984  10.397,279  28,217.053  651992  308831  34  8008  30  9119  88  8251 

1983  20,047,248  24,986,353  80  2335  150343  19  7665  17  5241  88  6555 

1982  19,808,529  22,243,403  890535  88200  10  9465  96273  87  9486 

1981  18,974,882  20.225,272  93  8149  4  7614  6185!  5  3760  86  9181 

1980  17,105.852  17,717,213  96  5493  2  7344  34507  29238  84,7308 

1979  16,266,022  16,633,374  97  7915  12422  22085  18435  834743 

1978  14,534,843  14,766,868  984287  6372  15713  1,3135  83  5901 

1977  12.853,464  13,027,563  986636  2349  13364  11624  869808 

1976  11,389,407  11,506,437  989829  3193  10171  9135  898135 

Pre76  91,306,371  91,545,592  NA  3193  6978  6472  927417 

NA  NA  NA  NA  3193  3785  3622  956845 

NA  HA  NA  NA  3193  0592  0572  %6736 

NA  NA  NA  NA  0592  0  0  966736 


'  "Total  losses  and  bss  expense  mcurrof  equals  "loss  and  loss  exjjense  p»(ments"  pfcis  "losses  unpaid"  plus  "loss  expense  unpaid"  as  defined  in  Schedule  P 

'  QmUative  fraction  o(  loss  pa«f  equals  rato  ol  "loss  and  loss  expense  payments   to  "total  losses  and  loss  expense  incurred" 

'  Fraction  ol  loss  pad  ifaring  yeai '  equals  die  change  n  ttie  "oimulatrve  fraction  o»  loss  paid"  from  the  previous  year  for  AY  +  Ottirough  AY +  9  (see  text  for  compulation  a«et  AY  +  9) 

*  Die  reSBve  drscnuil  factors  96  6736  in  AY  1 12  and  all  subsequent  years 


Schedule  P  of  the  1985  aiuiual  statement 
itemizes  "loss  and  loss  expense  payments" 
and  "total  losses  and  loss  expense  incurred" 
for  the  10-year  period  1976-1985  and  the 
total  for  all  years  before  1976  (see  Table  1). 
The  number  of  years  that  have  passed  since 
the  accident  year  through  the  current  year 
(1985)  is  shown  in  the  first  column  of  Table 
1;  for  example,  the  year  1976  is  referred  to 
as  Ay-^9.  FYom  these  data,  the  cumulative 
fraction  of  loss  and  loss  expense  paid 
through  1985,  for  losses  incurred  in  1976- 
1985,  is  computed  as  the  ratio  of  "loss  and 
loss  expense  payments"  to  "total  losses  and 
loss  expense  incurred".  For  AY-t^O  through 
AY-t-9,  the  frat^ion  of  loss  and  expense  paid 


during  each  accident  year  is  estimated  as 
the  change  in  the  cumulative  fraction  of 
loss  and  expense  paid  from  the  previous  ac- 
cident year.  Since  unpaid  loss  and  loss  ex- 
pense at  the  end  of  AY-h9  (1.0171  percent) 
exceeds  the  amount  of  loss  and  expense 
payments  in  AY  +  9  (0.3193  percent),  the 
special  rule  for  long-tail  lines  is  applicable. 
Under  this  rule,  unpaid  loss  and  expenses  at 
the  end  of  AY  +  9  are  deemed  to  be  paid  at 
at  a  rate  of  0.3193  percent  in  AY +  10 
through  AY +12.  and  the  balance.  0.0592 
percent,  is  deemed  to  be  paid  in  AY+ 13. 

The  reserve  discount  factors  are  equal  to 
the  ratio  of  discounted  unpaid  losses  to  un- 
discounted  unpaid  losses  in  each  accident 


year.  For  purposes  of  discounting,  losses  are 
deemed  to  be  paid  in  the  middle  of  the  year. 
For  example,  if  the  discount  rate  is  7  per- 
cent, then  the  discounted  unpaid  loss  in 
AY +11  is  computed  as  the  present  value  of 
losses  deemed  to  be  paid  in  AY +12  and 
AY +  13: 


0,3622    = 


03193 
1.07'" 


00592 
1.07»" 


Consequently,  as  shown  in  Table  1.  the  re- 
serve discount  factor  for  AY +  11  is  95.6845 


Schedule  O 
itemizes  "loss 
for  the  2-year 
for  all  years  t 
number  of  yei 
accident  yeai 
(1985)  is  show 
2;  for  exampl 
as  AY  +  1.  Frc 
unpaid  losses 
curred  in  198' 
ratio  of  "net  1 
losses,  begin 
AY  +  1,  the  fr 
current  year 
unpaid  losses 
the  previous 
unpaid  at  yea 
during  AY +5 
one-half  of  tl 
at  the  end  oi 
one-half  of  12 
The  reserve 
the  ratio  of  c 
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deemed  to  be 
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cent,  then  t 
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B7454 

894365 

09119 

888251 

7  5241 

886555 

9  6273 

87  9486 

5  3760 

86  9181 

29238 

84J308 

1M35 

834743 

1,3135 

83  5901 

11624 

869808 

9135 

89.8135 

64/2 

92.7417 

3622 

956845 

0572 

966736 

0 

966736 

percent,  the  ratio  of  discounted  unpaid 
losses  (0.3622  percent)  to  undiscounted 
unpaid  losses  (0.3785  percent)  in  AY-i-ll. 
The  reserve  discount  factor  for  the  year 
that  the  last  claim  is  deemed  to  be  paid 
(AY 4- 13).  and  for  all  subsequent  years,  is 


the  reserve  discount  factor  for  the  preced- 
ing year  (96.6736  percent  in  AY-t- 12). 

Example  2:  payment  pattern  for  a  schedule 
Oline 

The  development  of  reserve  discount  fac- 
tors for  a  schedule  O  line  of  business  is  illus- 


trated in  Table  2.  This  example  is  based  on 
the  1985  consolidated  industry  totals  for  fire 
insurance.  The  1985  annual  statement  is 
used  because  it  contains  the  most  recent 
loss  development  data. 


Table  2.— Reserve  Discount  Factor  Development,  Fire  Insurance 

IDscount  rate  is  assumed  lo  bt  7  pefcwt  pa  anmiml 


Yeais  beiort  cunenl  yeat 


Year 
loss 


Nd  losses 
paid  n 
year ' 

(Itauswdsl 


Unfiaid 

losses 

bejmnmg 

year' 

(thnsmls) 


Frictni 

unpaid  loss 

paid  Ki 

year ' 

(percent) 


Frarrtoi  ol 

lolalkBS 

pad  m 

year  * 

(penxnt) 


Fiactioi  of 
total  loss 

unpaid. 

yea(«id 
(penxnt) 


°f^        Reserve 


AY  +  0 

AY  +  1 

AY +  2 

AY +  3 


1985 
1984 
PieM 


{1.182.445 

687.222 

196.764 

NA 


S2.I42.829 

944.426 

462.600 

NA 


551815 

727661 

NA 

NA 


551815 
326127 
61029 
61029 


448115 

122058 

61029 

0 


421950 

114131 

5.8999 

0 


94  1464 
93  5114 
96  6736 
966736 


•  -Net  losses  paid  m  year"  equals  -losses  paid  during  tlie  year  less  reinsurano;  recerved  during  the  yearjip  "salvage  and  suhograloi  received  m  tl»  omnt  year"  as  defined  in  ScMule  0 

'  "Unpaid  losses  beginning  year"  equals  "net  losses  paid  in  year"  plus  "losses  unpaid   as  dermedin  SrJiedule  0 

rSS"r?o.5r^;rn'5S^''«t>taruC^  S.r,ear.iX".^Vs  -.ract^  -  totti  toss  unp,-.  y„«."  to  AY.O  and  AY.l    (see  te.  to,  a-^tat*.  a«e,  AY+1,. 


» Die  reserve  disaioni  tactoc  is  96  6736  in  AY +  2  and  all  sulKequenI  years 

Schedule  O  of  the  1985  armual  statement 
itemizes  "losses  paid"  and  "losses  unpaid" 
for  the  2-year  period  1984-1985  and  the  toUl 
for  all  years  before  1984  (see  Table  2).'  The 
number  of  years  that  have  passed  since  the 
accident  year  through  the  current  year 
(1985)  is  shown  in  the  first  column  of  Table 
2;  for  example,  the  year  1984  is  referred  to 
as  AY -hi.  Prom  these  daU,  the  fraction  of 
unpaid  losses  paid  in  1985,  for  losses  in- 
curred in  1984  and  1985,  is  computed  as  the 
ratio  of  "net  losses  paid  in  year"  to  "unpaid 
losses,  beginning  year".  For  AY-^O  and 
AY -hi,  the  fraction  of  total  loss  paid  in  the 
current  year  is  estimated  as  the  fraction  of 
unpaid  losses  paid  in  the  current  year  times 
the  previous  year's  fraction  of  total  loss 
unpaid  at  year-end.  The  fraction  of  loss  paid 
during  AY +  2  and  AY -i- 3  is  deemed  to  be 
one-half  of  the  fraction  of  total  loss  unpaid 
at  the  end  of  AY -hi  (6.1029  percent  equals 
one-half  of  12.2058  percent). 

The  reserve  discount  factors  are  equal  to 
the  ratio  of  discounted  unpaid  losses  to  un- 
discounted unpaid  losses  in  each  accident 
year.  For  purposes  of  discounting,  losses  are 
deemed  to  be  paid  in  the  middle  of  the  year. 
For  example,  if  the  discount  rate  is  7  per- 
cent, then  the  discounted  unpaid  loss  in 
AY-t^l  is  computed  as  the  present  value  of 
losses  deemed  to  be  paid  in  AY -(-2  and 
AY +  3: 


114138 


61029  61029 

107»'» 


1.07' 


Consequently,  as  shown  in  Table  2,  the  re- 
serve discount  factor  for  AY -hi  is  93.5114 
percent,  the  ratio  of  discounted  unpaid 
losses  (11.4138  percent)  to  undiscounted 
unpaid  losses  (12.2058  percent)  in  AY  +  1. 
The  reserve  discount  factor  for  the  year 
that  the  last  claim  is  deemed  to  be  paid 
(AY +3),  and  for  all  subsequent  years,  is  the 
reserve  discount  factor  for  the  preceding 
year  (96.6736  percent  in  AY+2). 


»le  1,  the  re- 
1  is  95.6845 


I  Part  1  of  Schedule  O  contains  data  on  losses; 
part  2  contains  data  on  loss  adjustment  expense.  In 
this  example,  loss  adjustment  expense  is  disregard- 
ed because  the  consolidated  industry  totals  for  part 
2  data  are  not  published.  A  taxpayer  electing  iU 
own  experience  is  required  to  compute  reserve  dis- 
count factors  using  combined  loss  and  loss  expense 
development  data. 


Title  insurance  reserves 

In  the  case  of  title  insurers,  the  confer- 
ence agreement  provides  that  the  amount  of 
the  taxpayer's  unearned  premium  reserve 
determined  under  present  law  is  subject  to 
discounting  at  the  rate  generally  applicable 
to  property  and  casualty  insurers  loss  re- 
serves. *  The  amount  of  the  unearned  premi- 
um reserve  subject  to  discounting  is  the 
amount  shown  on  the  yearly  statement  filed 
for  State  insurance  regulatory  purposes  for 
the  year  ending  with  or  within  the  taxable 
year.  The  loss  payment  pattern  to  be  ap- 
plied for  purposes  of  discounting  these  re- 
serve amounts  is  the  period  and  pattern 
over  which  such  reserves  for  that  year  are 
to  be  included  in  income  in  accordance  with 
applicable  State  law.  The  rate  and  amount 
of  inclusion  in  income  for  statutory  account- 
ing purposes  is  considered  to  determine  the 
timing  of  and  amount  of  releases  from  such 
reserve  which  are  included  in  income  for 
income  tax  purposes.  The  applicable  inter- 
est rate  is  the  rate  applicable,  for  the  year 
the  premiums  are  received,  under  the  loss 
reserve  discounting  rules  applicable  to  prop- 
erty and  casualty  insurance  companies. 

Title  insurance  case  reserves  (i.e.,  known 
claims  reserves)  are  subject  to  discoimting 
under  the  provisions  generally  applicable  to 
property  and  casualty  insurance  loss  re- 
serves. 

A  fresh  start  for  discounting  title  insur- 
ance reserves  is  provided,  calculated  in  a 
manner  similar  to  the  fresh  start  for  other 
property  and  casualty  company  loss  re- 
serves. 

This  treatment  is  provided  for  title  insur- 
ance reserves  because  of  the  deferral  and 
the  consequent  failure  to  acknowledge  the 
time  value  of  money  which  results  under 
present  law  with  respect  to  title  insurance 
unearned  premium  reserves. 
Fresh  start  adjustment 

The  conference  agreement  follows  the 
Senate  amendment  with  respect  to  provid- 
ing a  fresh  start  adjustment  —  i.e.,  a  forgive- 
ness of  income  —  for  the  reduction  in  re- 
serves resulting  from  discoimting  the  open- 
ing reserves  in  the  first  post-effective  date 
taxable  year  of  the  provision.  The  confer- 
ence agreement  modifies  the  Senate  amend- 
ment with  respect  to  the  treatment  of  re- 
serve strengthening  under  the  fresh  start 


»  No  inference  is  intended  with  respect  to  the  ap- 
plicability of  Rev.  Ruls.  83-174  and  84-107.  above. 


income  forgiveness  provision.  Under  the 
conference  agreement,  reserve  strengthen- 
ing in  taxable  years  beginning  after  Decem- 
ber 31,  1985,  is  not  treated  as  a  reserve 
amount  for  purposes  of  determining  the 
amount  of  the  fresh  start.  Instead,  such  re- 
serve strengthening  additions  to  loss  re- 
serves in  taxable  years  beginning  in  1986  are 
treated  as  changes  to  reserves  in  taxable 
years  beginning  in  1987,  and  are  subject  to 
discounting.  Reserve  strengthening  is  con- 
sidered to  include  all  additions  to  reserves 
attributable  to  an  increase  in  an  estimate  of 
a  reserve  established  for  a  prior  accident 
year  (taking  into  account  claims  paid  with 
respect  to  that  accident  year),  and  all  addi- 
tions to  reserves  resulting  from  a  change  in 
the  assumptions  (other  than  changes  in  as- 
sumed interest  rates  applicable  to  reserves 
for  the  1986  accident  year)  used  in  estimat- 
ing losses  for  the  1986  accident  year,  as  well 
as  all  unspecified  or  unallocated  additions 
to  loss  reserves.  This  provision  is  intended 
to  prevent  taxpayers  from  artificially  in- 
creasing the  amount  of  income  that  is  for- 
given under  the  fresh  start  provision. 

The  amount  of  the  fresh  start  forgiveness 
of  income  is  included  in  earnings  and  profits 
for  the  taxpayer's  first  taxable  year  begin- 
ning after  December  31, 1986. 

Effective  date 

The  loss   reserve   discounting   provisions 
are  effective   for  taxable   years  beginning 
after  December  31,  1986. 
4.  Treatment  of  net  gain  from  operations 
Present  Law 

No  special  provision  of  present  law  re- 
quires that  the  taxable  income  of  a  property 
and  casualty  insurance  company  l>ear  a  rela- 
tionship to  its  net  gain  from  operations  as 
reported  on  its  annual  sUtement  for  finan- 
cial accounting  purposes. 

House  Bill 

The  House  bill  requires  that  the  taxable 
income  of  a  property  and  casualty  company 
must  bear  a  relationship  to  the  company's 
net  gain  from  operations  (as  reported  on  the 
company's  annual  statement  for  accounting 
purposes).  This  rule  provides  that  regular 
Uxable  income  of  a  property  and  casualty 
insurance  company  is  not  less  than  20/36  of 
its  adjusted  net  gain  from  operations,  and 
its  regular  taxable  loss  is  not  more  than  20/ 
36  of  its  adjusted  net  loss  from  operations, 
as  set  forth  in  its  annual  sUtement.  Tax- 
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exempt  income  and  the  deductible  portion 
of  certain  dividends  received  attributable  to 
Investments  made  before  November  15, 
1985,  are  excluded  from  adjusted  net  gain  or 
loss  from  operations. 

Pre-effective  date  loss  carryovers  may  not 
be  applied  against  post-effective  date 
income,  and  consolidated  taxable  income  of 
property  and  casualty  members  of  an  affili- 
ated group  is  generally  determined  separate- 
ly before  being  taken  into  account  in  deter- 
mining consolidated  taxable  income  of  the 
entire  consolidated  group. 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31.  1987. 

Senate  Amendment 
No  provision. 

Conference  Agreement 

The  conference  agreement  does  not  in- 
clude the  House  bill  provision. 

5.  Limitinf  policyholder  dividend  deduction  for 
mutual  companies 

Present  Law 
Under  present  law.  property  and  casualty 
insurance  companies  are  generally  permit- 
ted to  deduct  dividends  and  similar  distribu- 
tions paid  or  declared  to  policyholders  in 
their  capacity  as  such.  Stocli  companies  may 
not,  however,  fully  deduct  dividends  paid  to 
shareholders.  Policyholder  dividends  and 
shareholder  dividends  are  treated  different- 
ly for  tax  purposes  at  the  distributee  level 
as  well  as  at  the  company  level.  Policyhold- 
er dividends  are  generally  considered  price 
rebates  and  are  not  taxable  distributions 
(unless  the  insurance  premiums  were  de- 
ducted by  the  policyholder).  Dividends  paid 
to  shareholders  in  their  capacity  as  share- 
holders, on  the  other  hand,  constitute  ordi- 
nary income  to  the  recipient  shareholders 
to  the  extent  of  the  distributing  corpora- 
tion's earnings  and  profits.  Unlilce  mutual 
property  and  casualty  companies,  however, 
mutual  life  insurance  companies  must 
reduce  the  amount  of  deductible  policyhold- 
er dividends  by  an  amount  intended  to  re- 
flect the  portion  of  the  distribution  alloca- 
ble to  the  companies'  earnings  on  equity  (as 
distinguished  from  the  proportion  which  is 
a  policyholder  rebate). 

House  Bill 
The  Treasury  Department  is  required  to 
conduct  a  study  of  the  tax  treatment  of  pol- 
icyholder dividends  by  mutual  property  and 
casualty  insurance  companies.  The  results 
of  the  study,  together  with  recommenda- 
tions, are  to  be  submitted  to  the  Committee 
on  Ways  and  Means  of  the  House  of  Repre- 
sentatives, the  Committee  on  Finance  of  the 
Senate,  and  the  Joint  Committee  on  Tax- 
ation no  later  than  January  1.  1987. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill,  with  modifications.  The  scope  of 
the  study  is  expanded  to  cover  corporate 
minimum  tax  issues  as  well  as  regular  tax 
issues  relating  to  the  tax  treatment  of  pol- 
icyholder dividends  of  mutual  property  and 
casualty  insurance  companies.  In  addition, 
the  study  is  to  cover  the  operation  and  ef- 
fectiveness of  the  conference  agreement 
provisions  relating  to  the  regular  and  mini- 
mum tax  of  property  and  casualty  insurance 
companies,  and  is  to  examine  whether  the 
revenue  targets  projected  for  the  provisions 
are  met.  The  study  is  due  January  1,  1989. 


6.   Protection   against   loss  account   for   mutual 
companies 

Present  Law 

Mutual  property  and  casualty  insurance 
companies  are  permitted  a  deduction  for 
contributions  (which  are  bookkeeping  en- 
tries) to  a  protection  against  loss  ( 'PAL") 
account  (sec.  824).  The  amount  of  the  de- 
duction is  equal  to  the  sum  of  1  percent  of 
the  underwriting  losses  for  the  year  plus  25 
percent  of  statutory  underwriting  income, 
plus  certain  windstorm  and  other  losses.  In 
general,  certain  contributions  to  the  PAL 
account  are  taken  into  income  after  a  5-year 
period.  The  PAL  account  thus  effects  a  5- 
year  deferral  (and,  in  some  cases,  a  perma- 
nent deferral)  of  a  portion  of  mutual  com- 
pany underwriting  income. 
House  Bill 

Under  the  House  bill,  the  deduction  for 
contributions  to  a  PAL  account  (sec.  824)  is 
repealed.  PAL  account  balances  are  includ- 
ible in  income  over  the  first  5  taxable  years 
beginning  after  December  31,  1985.  The 
amount  includible  is  the  greater  of  the 
amount  includible  for  the  year  had  the  sub- 
traction provisions  of  section  824  remained 
in  effect  (but  no  further  additions  had  been 
made),  or  an  amount  equal  to  a  required 
percentage  of  the  balance  remaining  in  the 
account  at  the  close  of  the  preceding  tax- 
able year.  For  taxable  years  beginning  in 
1986.  the  required  percentage  is  20;  for  1987. 
40:  for  1988,  60;  for  1989,  80;  and  for  1990, 
100. 

The  repeal  of  the  deduction  for  contribu- 
tions to  a  PAL  account  is  effective  for  tax- 
able years  beginning  after  December  31, 
1985. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  required  percent- 
age for  1987  is  20;  for  1988.  25;  for  1989,  33- 
1/3;  for  1990,  50;  and  for  1991,  100. 

The  repeal  of  the  deduction  for  contribu- 
tions to  a  PAL  account  is  effective  for  tax- 
able years  beginning  after  December  31. 
1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  effective  for  taxable 
year  beginning  after  December  31,  1986, 
except  that,  with  respect  to  recovery  of 
amounts  contributed  to  PAL  accounts  in 
taxable  years  beginning  before  December 
31.  1986,  the  conference  agreement  provides 
that  such  amounts  are  recovered  and  includ- 
ed in  income  in  accordance  with  present  law 
(as  if  sec.  824  remained  in  effect).  Therefore 
the  ratable  inclusion  rule  in  the  House  bill 
and  the  Senate  amendment  is  not  adopted. 
The  provision  is  effective  with  respect  to 
taxable  years  beginning  after  December  31, 
1986. 

7.  Special  exemptions,  rates,  and  deductions  of 
small  companies 

Present  Law 

Under  present  law,  mutual  property  and 
casualty  companies  are  classified  into  three 
categories  depending  upon  the  amounts  of 
the  gross  receipts.  Mutual  companies  with 
certain  gross  receipts  not  in  excess  of 
$150,000  are  tax-exempt  (sec.  501(c)(15)). 
Companies  whose  gross  receipts  exceed 
$150,000  but  do  not  exceed  $500,000  are 
"small  mutuals"  and  generally  are  taxed 
solely  on  investment  income.  This  provision 
does  not  apply  to  any  mutual  company  that 
has  a  balance  in  its  PAL  account,  or  that, 
pursuant  to  a  special  election,  chooses  to  be 
taxed  on  both  its  underwriting  and  invest- 
ment income.  Additionally,  small  mutuals 


which  are  subject  to  tax  because  their  gross 
receipts  exceed  $150,000  may  claim  the  ben- 
efit of  a  special  rule  which  phases  in  the 
regular  tax  on  investment  income  as  gross 
receipts  increase  from  $150,000  to  $250,000. 
Companies  whose  gross  receipts  exceed 
$500,000  are  ordinary  mutuals  taxed  on 
both  investment  and  underwriting  income. 
Mutual  reciprocal  underwriters  or  interin- 
surers  are  generally  taxed  as  mutual  insur- 
ance companies,  subject  to  special  rules  (sec. 
826). 

Like  stock  companies,  ordinary  mutuals 
generally  are  subject  to  the  regular  corpo- 
rate income  tax  rates.  Mutuals  whose  tax- 
able income  does  not  exceed  $12,000  pay  tax 
at  a  lower  rate.  No  tax  is  imposed  on  the 
first  $6,000  of  taxable  income,  and  a  tax  of 
30  percent  is  imposed  on  the  next  $6,000  of 
taxable  income.  For  small  mutual  compa- 
nies which  are  taxable  on  investment 
income,  no  tax  is  imposed  on  the  first  $3,000 
of  taxable  investment  income,  and  a  tax  of 
30  percent  is  imposed  on  taxable  investment 
income  between  $3,000  and  $6,000. 

Mutual  companies  that  receive  a  gross 
amount  from  premiums  and  certain  invest- 
ment income  of  less  than  $1,100,000  are  al- 
lowed a  special  deduction  against  their  un- 
derwriting income  (if  it  is  subject  to  tax). 
The  maximum  amount  of  the  deduction  is 
$6,000,  and  the  deduction  phases  out  as  the 
gross  amount  increases  from  $500,000  to 
$1,100,000. 

Hotise  Bill 

The  House  bill  provides  that  mutual  and 
stock  property  and  casualty  companies  are 
eligible  for  exemption  from  tax  if  their  net 
written  premiums  or  direct  written  premi- 
ums (whichever  is  greater)  do  not  exceed 
$500,000. 

In  addition,  the  House  bill  repeals  the  spe- 
cial rates,  deductions  and  exemptions  for 
small  mutual  companies  and  substitutes  a 
single  provision  (sec.  847  of  the  Code).  The 
new  provision  allows  mutual  and  stock  com- 
panies with  net  written  premiums  or  direct 
written  premiums  (whichever  is  greater)  in 
excess  of  $500,000  but  less  than  $2  million 
to  elect  to  be  taxed  only  on  taxable  invest- 
ment income.  To  determine  the  amount  of 
direct  or  net  written  premiums  of  a  member 
of  a  controlled  group  of  corporatior^s,  the 
direct  or  net  written  premiums  of  all  mem- 
bers of  the  controlled  group  are  aggregated. 

The  provisions  are  effective  for  taxable 
years  beginning  after  December  31,  1985. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  $500,000  thresh- 
old is  reduced  to  $350,000  and  the  $2  million 
threshold  is  reduced  to  $1,200,000.  The  pro- 
visions are  effective  for  taxable  years  begin- 
ning after  December  31,  1986. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  effective  for  taxable 
year  beginning  after  December  31,  1986, 
with  the  modification  that,  in  determining 
whether  a  taxpayer  is  a  member  of  a  con- 
trolled group  of  corporations  for  purposes 
of  eligibility  for  the  provision,  a  50  percent 
ownership  test  applies. 

Parts  II  and  III  of  Subchapter  L  of  the 
Code  are  consolidated  into  Part  II,  under 
the  conference  agreement.  Part  II  of  Sub- 
chapter L  relates  generally  to  taxation  of 
property  and  casualty  insurance  companies. 
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8.  Phyiiciang'  and  surgeons'  mutual  protection 
associations 

Present  Law 
In  general,  the  gross  income  of  a  mutual 
insurance  company  (other  than  a  life  insur- 
ance company)  includes  gross  premiums  and 
other  consideration,  gross  investment 
income,  and  gain  from  the  sale  or  other  dis- 
position of  property.  Present  law  provides  a 
special  deduction  for  dividends  and  similar 
distributions  paid  to  policyholders  in  their 
capacity  as  such. 

In  the  case  of  corporations,  gross  income 
does  not  include  any  contribution  to  capital 
(sec.  118).  However,  the  provisions  covering 
the  taxation  of  nonlife  mutual  insurance 
companies  have  no  specific  provisions  re- 
garding paid-in  capital  or  the  distribution  of 
such  capital. 

Under  present  law,  premiums  for  liability 
insurance  in  carrying  on  any  trade  or  busi- 
ness generally  are  deductible  in  the  year 
they  are  paid  or  incurred  if  they  represent 
ordinary  and  necessary  business  expenses 
and  are  not  capital  expenditures.  For  exam- 
ple, annual  premiums  paid  by  a  physician 
for  medical  malpractice  insurance  generally 
are  deductible.  No  deduction  is  allowed  as 
an  experjse  paid  or  incurred  during  the  tax- 
able year  for  a  contribution  to  capital. 
House  Bill 
No  provision. 

Senate  Amendment 
Contributions  to  a  pooled  malpractice  in- 
surance association  are  currently  deductible 
to  the  extent  they  do  not  exceed  the  cost  of 
a  commercial  insurance  premium  for  annual 
coverage  and  are  included  in  the  associa- 
tion's income.  Refunds  of  such  contribu- 
tions are  deductible  to  the  fund  only  to  the 
extent  included  in  income  of  the  recipient. 
The  provision  applies  to  associations  operat- 
ing under  State  law  prior  to  January  1, 
1984. 

The  provision  is  effective  for  contribu- 
tions and  refunds  after  the  date  of  enact- 
ment. 

Conference  Agreement 
The   conference    agreement    follows   the 
Senate  amendment,  effective  for  contribu- 
tions and  refunds  after  the  date  of  enact- 
ment. 

TITLE  XI— PENSIONS  AND  DEFERRED  COM- 
PENSATION; EMPLOYEE  BENEFITS:  EM- 
PLOYEE STOCK  OWNERSHIP  PLANS 
(ESOPg) 

A.  Limitations  on  Treatment  of  Tax-Favored 
Savings 
1.  Individual  Retirement  Arrangements  (IRAs) 

Present  Law 
IRA  deduction  limit 

Under  present  law  (Code  sec.  219),  an  indi- 
vidual who  has  not  attained  age  70%  gener- 
ally is  entitled  to  deduct  from  gross  income 
(within  limits)  the  amount  contributed  to 
an  Individual  retirement  arrangement  (an 
IRA).  The  limit  on  the  deduction  for  a  tax- 
able year  generally  is  the  lesser  of  $2,000  or 
100  percent  of  compensation  (earned 
income,  in  the  case  of  income  from  self-em- 
ployment). 

Prior  to  the  Economic  Recovery  Tax  Act 
of  1981  (ERTA),  deductible  IRA  contribu- 
tions were  not  permitted  for  any  taxable 
year  if  an  individual,  for  any  part  of  the 
taxable  year,  was  an  active  participant  in  a 
qualified  pension,  profit-sharing,  or  stock 
bonus  plan  (sec.  401(a)),  a  tax-sheltered  an- 
nuity program  (sec.  403(b)),  a  qualified  an- 
nuity plan  (sec.  403(a)),  or  a  governmental 
plan  (whether  or  not  tax  qualified).  Nonde- 


ductible IRA  contributions  were  not  permit- 
ted. 

ERTA  provided  that  deductible  IRA  con- 
tributions (within  limits)  could  be  made  by 
all  individuals,  without  regard  to  whether 
an  individual  is  covered  under  an  employer's 
retirement  plan. 
Spousal  IRA  deduction 

Under  a  spousal  IRA,  an  individual  is  al- 
lowed an  additional  deduction  for  contribu- 
tions to  an  IRA  for  the  benefit  of  the  indi- 
vidual's spouse  if  (1)  the  spouse  has  no  com- 
pensation for  the  year;  (2)  the  spouse  has 
not  atUined  age  70W,  and  (3)  the  couple 
files  a  joint  income  tax  return  for  the  year. 
If  deductible  contributions  are  made  (1)  to 
an  individual's  IRA  and  (2)  to  an  IRA  for 
the  noncompensated  spouse  of  the  individ- 
ual (a  spousal  IRA),  then  the  annual  deduc- 
tion limit  on  the  couple's  joint  return  is  in- 
creased to  the  lesser  of  $2,250  or  100  percent 
of  compensation  includible  in  gross  income. 
The  annual  contribution  may  be  divided  as 
the  spouses  choose,  so  long  as  the  contribu- 
tion for  neither  spouse  exceeds  $2,000.  If  a 
spouse  has  a  small  amount  of  compensation, 
including  amounts  less  than  $250,  the  spous- 
al IRA  deduction  is  not  available. 
Interest  on  loans  to  make  IRA  contributions 
Under  present  law,  no  deduction  is  al- 
lowed for  interest  on  indebtedness  incurred 
or  continued  to  purchase  or  carry  obliga- 
tions the  interest  on  which  is  wholly  exempt 
from  tax  (sec.  265(2)).  This  provision  does 
not  apply  to  amounts  borrowed  to  make 
IRA  contributions  because  the  interest  on 
an  IRA  is  not  wholly  exempt  from  tax.  but 
instead  the  tax  is  deferred  until  income  is 
withdrawn  from  the  IRA. 
Qualified  voluntary  employee  contributions 
Present  law  allows  an  employee  who  is  a 
participant  in  a  qualified  plan,  tax-sheltered 
annuity  program,  or  government  plan,  a  de- 
duction for  qualified  voluntary  employee 
contributions  made  by  or  on  behalf  of  the 
employee  to  the  plan.  The  deduction  al- 
lowed for  contributions  to  an  IRA  is  re- 
duced by  the  amount  of  deductible  volun- 
tary employee  contributions  to  a  plan. 
Thus,  the  deduction  allowed  for  the  total  of 
(1)  an  employee's  contributions  to  an  IRA 
and  (2)  the  employee's  qualified  voluntary 
-  employee  contributions  to  a  plan  (or  plans) 
for  a  year,  generally  is  limited  to  the  lesser 
of  $2,000  or  100  percent  of  compensation  for 
the  year. 
Acquisition  of  gold  and  silver  coins 

Present  law  provides  that  the  acquisition 
by  an  IRA  of  any  collectible  is  treated  as  a 
distribution  from  the  IRA  equal  to  the  cost 
of  the  collectible  and  is  includible  in  the 
IRA  owner's  income  for  the  year  in  which 
the  cost  is  deemed  distributed.  A  collectible 
includes  any  stamp  or  coin,  including 
stamps  or  coins  issued  by  the  United  States. 

House  Bill 
Coordination  of  IRA  deductions  with  elec- 
tive deferrals 
Under  the  House  bill,  an  individual's  IRA 
deduction  limit  for  a  taxable  year  is  re- 
duced, dollar  for  dollar,  by  the  amount  of  an 
individual's  elective  401(k)  or  403(b)  defer- 
rals for  such  year.  In  the  case  of  an  individ- 
ual claiming  a  spousal  IRA  deduction  for  a 
taxable  year,  the  amount  of  the  reduction  is 
limited  to  the  first  $2,000  of  the  individual's 
elective  deferrals  plus  the  amount  (if  any) 
of  the  spouse's  elective  deferrals  for  the 
year. 

Elective  401(k)  or  403(b)  deferrals  Include, 
with  respect  to  any  taxable  year,  the  sum  of 
(1)  an  individual's  elective  deferrals  under  a 


qualified  cash  or  deferred  arrangement  (to 
the  extent  the  deferrals  are  not  currently 
included  In  Income  under  section  402(a)(8)), 
and  (2)  any  contribution  to  a  tax-sheltered 
annuity  made  pursuant  to  a  salary  reduc- 
tion agreement  (to  the  extent  the  contribu- 
tion is  not  currently  included  in  income 
under  section  403(b)),  whether  or  not  the 
salary  reduction  agreement  is  evidenced  by 
a  written  agreement  or  otherwise  (see  sec. 
3121(a)(5)(D)). 

Spousal  IRA  deduction 

Under  the  House  bill,  the  spousal  IRA 
provision  is  amended  to  eliminate  the  re- 
quirement that  the  spouse  have  no  compen- 
sation for  the  year  in  order  to  be  eligible  for 
the  spousal  IRA  contribution.  Therefore, 
under  the  bill,  the  spousal  IRA  is  available 
either  if  (1)  the  spouse  has  no  compensation 
for  the  taxable  year,  or  (2)  the  spouse  elects 
to  be  treated  for  the  taxable  year  as  having 
no  compensation. 

For  purposes  of  this  provision,  if  a  spousal 
IRA  deduction  is  claimed  on  a  couple's  tax 
return  for  the  taxable  year,  the  spouse  for 
whom  the  deduction  is  claimed  is  deemed  to 
have  elected  to  be  treated  as  having  no  com- 
pensation. 

Effective  dates 

The  provisions  genertJly  are  effective  for 
taxable  years  l)eginnlng  after  December  31. 
1985.  A  special  effective  date  is  provided  for 
purposes  of  the  provision  coordinating  elec- 
tive deferrals  with  the  IRA  deduction  limit 
in  the  case  of  certain  elective  deferrals 
under  a  plan  maintained  pursuant  to  one  or 
more  collective  bargaining  agreements  rati- 
fied before  November  22. 1985. 

Senate  Amendment 
IRA  deduction  not  available  to  active  par- 
ticipants 

Under  the  Senate  amendment,  no  deducti- 
ble IRA  contribution  may  be  made  for  any 
taxable  year  if  an  individual  Is  an  active  par- 
ticipant in  an  employer-maintained  retire- 
ment plan  for  any  part  of  the  plan  year 
ending  with  or  within  the  individual's  tax- 
able year.  For  purijoses  of  this  rule,  an  em- 
ployer-maintained retirement  plan  means 
(Da  qualified  pension,  profit-sharing,  or 
stock  bonus  plan,  (2)  a  qualified  annuity 
plan  (sec.  403(a)).  (3)  a  simplified  employee 
pension  (sec.  408(k)).  (4)  a  plan  established 
for  its  employees  by  the  United  States,  by  a 
State  or  political  subdivision,  or  by  any 
agency  or  Instrumentality  of  the  United 
States  or  a  State  or  political  subdivision.  (5) 
a  plan  described  In  section  501(0(18).  or  (6) 
a  tax-sheltered  aimuity  (sec.  403(b)). 

The  Senate  amendment  follows  the  pre- 
ERTA  rule  for  determining  whether  an  Indi- 
vidual is  an  active  participant  In  an  employ- 
er-maintained retirement  plan. 

In  the  case  of  a  defined  benefit  pension 
plan,  an  Individual  Is  treated  as  an  active 
participant  if  the  individual  is  not  excluded 
under  the  eligibility  requirements  under  the. 
plan  for  any  part  of  the  plan  year  ending 
with  or  within  the  Individual's  taxable  year. 
Thus,  for  example,  if  an  individual  satisfies 
the  conditions  for  eligibility  under  a  defined 
benefit  pension  plan,  but  is  required  to 
make  an  employee  contribution  to  accrue 
any  benefit  attributable  to  employer  contri- 
butions under  the  plan,  the  individual  Is 
treated  as  an  active  participant  even  if  no 
employee  contribution  is  made  and,  thus,  no 
benefit  is  accrued  for  the  plan  year. 

Under  a  money  purchase  pension  plan,  an 
individual  is  an  active  participant  if  any  em- 
ployer contribution  or  forfeiture  is  required 
to  be  allocated  to  the  individual's  account 
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with  respect  to  the  plan  year  ending  with  or 
within  the  individual's  taxable  year,  even  if 
the  individual  is  not  employed  at  any  time 
during  the  plan  year  (e.g..  contributions  are 
continued  on  behalf  of  a  permanently  dis- 
abled employee  (sec.  415(cH3)(C))  or  the  in- 
dividual's taxable  year  (e.g.,  the  individual 
separates  from  service  before  the  beginning 
of  the  taxable  year). 

An  individual  is  treated  as  an  active  par- 
ticipant under  a  profit-sharing  or  stock 
bonus  plan  if  any  employer  contribution  is 
added  or  any  forfeiture  is  allocated  to  the 
individual's  account  during  the  individual's 
taxable  year.  A  contribution  is  added  to  an 
individual's  account  on  the  later  of  the  date 
the  contribution  is  made  or  is  allocated. 

Finally,  an  individual  is  treated  as  an 
active  participant  for  any  taxable  year  in 
which  the  individual  makes  a  voluntary  or 
mandatory  employer  contribution.  An  indi- 
vidual is  not  treated  as  an  active  participant 
if  earnings  (rather  than  contributions  or 
forfeitures)  are  allocated  to  the  individual's 
account. 

The  determination  of  whether  an  individ- 
ual is  an  active  participant  or  whether 
amounts  are  contributed  on  the  individual's 
behalf  is  made  without  regard  to  whether 
the  individual's  rights  to  benefits  under  a 
plan  are  nonforfeitable. 
Nondeductible  contributions  to  IRAs  per- 
mitted 

Under  the  Senate  amendment,  individuals 
who  are  active  participants  (and  who,  there- 
fore, are  not  eligible  to  make  deductible 
IRA  contributions  for  a  taxable  year)  may 
make  designated  nondeductible  IRA  contri- 
butions. The  limit  on  designated  nondeduct- 
ible contributions  for  a  taxable  year  is  the 
lesser  of  100  percent  of  compensation 
(earned  income  in  the  case  of  a  self-em- 
ployed individual)  or  $2,000  ($2,250  in  the 
case  of  an  additional  contribution  to  a 
spousal  IRA). 
Spousal  IRA  deduction 

The  Senate  amendment  is  the  same  as  the 
House  bill  with  respect  to  the  spousal  IRA 
deduction. 
Interest  on  loans  to  make  IRA  contributions 

The  Senate  amendment  provides  that  no 
deduction  is  allowed  for  interest  on  indebt- 
edness incurred  or  continued  to  make  an 
IRA  contribution.  Under  the  Senate  amend- 
ment, the  interest  deduction  is  denied 
whether  or  not  a  deduction  is  allowed  for 
the  IRA  contribution. 
Qxutlified  voluntary  employee  contributions 

Under  the  Senate  amendment,  the  rules 
permitting   deductible   employee   contribu- 
tions analogous  to  deductible  IRA  contribu- 
tions are  repealed. 
Ac<tuisition  of  gold  and  silT>er  coins 

The  Senate  amendment  exempts  any  gold 
or  silver  coin  issued  by  the  United  States 
from  the  rules  relating  to  IRA  investments 
in  collectibles. 
Effective  dates 

The  provisions  generally  are  effective  for 
taxable  years  beginning  after  December  31. 
1986. 

Conference  Agreement 
IRA  deduction  not  available  to  active  par- 
ticipants 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  modifica- 
tions to  retain  the  present-law  IRA  provi- 
sions for  taxpayers  with  adjusted  gross 
income  (AGI)  below  certain  levels,  and  to 
reduce  the  IRA  deduction  for  active  partici- 
pants with  AGI  above  those  levels. 


Under  the  conference  agreement,  an  indi- 
vidual is  permitted  to  make  deductible  IRA 
contributions  up  to  the  lesser  of  $2,000  or 
100  percent  of  compensation  (earned 
income,  in  the  case  of  a  self-employed  indi- 
vidual) if  (1)  the  individual  (or  a  married 
couple  if  a  joint  return  is  filed)  has  AGI 
that  does  not  exceed  an  applicable  dollar 
amount,  or  (2)  the  individual  is  not  an  active 
participant  (or.  in  the  case  of  a  married  in- 
dividual filing  a  joint  return,  neither  the  in- 
dividual nor  the  individual's  spouse  is  an 
active  participant)  in  an  employer-main- 
tained retirement  plan  for  any  part  of  the 
plan  year  ending  with  or  within  the  individ- 
ual's taxable  year. 

The  applicable  dollar  amount  is  (1) 
$25,000,  in  the  case  of  an  individual,  (2) 
$40,000,  in  the  case  of  a  married  couple 
filing  a  joint  return,  and  (3)  $0,  in  the  case 
of  a  married  couple  filing  separately.  The 
IRA  deduction  limit  is  reduced  by  an 
amount  that  bears  the  same  ratio  to  the  ap- 
plicable dollar  limit  as  the  taxpayer's  AGI 
in  excess  of  the  applicable  dollar  amount 
(or,  in  the  case  of  a  married  couple  filing  a 
joint  return,  the  couple's  AGI  in  excess  of 
the  applicable  dollar  amount)  bears  to 
$10,000.  Thus,  under  the  conference  agree- 
ment, in  the  case  of  an  active  participant, 
the  IRA  deduction  limit  is  $0  for  (1)  individ- 
uals with  AGI  above  $35,000.  (2)  married 
couples  filing  a  joint  return  with  AGI  alx>ve 
$50,000,  and  (3)  married  couples  filing  sepa- 
rately if  a  spouse  has  AGI  above  $10,000. 

Under  the  conference  agreement,  the 
spousal  IRA  deduction  limit  is  also  propor- 
tionately reduced  for  AGI  above  the  appli- 
cable dollar  amount.  Thus,  the  spousal  IRA 
deduction  limit  (i.e.,  $2,250)  is  reduced  by  an 
amount  that  bears  the  same  ratio  to  $2,250 
as  the  excess  of  AGI  over  the  applicable 
dollar  amount  bears  to  $10,000. 

The  deduction  limit  is  rounded  to  the  next 
lowest  $10  in  the  case  of  a  limit  that  is  not  a 
multiple  of  $10.  In  addition,  the  conference 
agreement  provides  a  $200  floor  on  the  IRA 
deduction  limit  for  individuals  whose  AGI  is 
not  above  the  phaseout  range.  For  example, 
an  individual  with  AGI  of  $34,500  has  an 
IRA  deduction  limit  of  $200  even  though 
the  phaseout  would  otherwise  provide  an 
IRA  deduction  limit  of  $100. 

AGI.  for  purposes  of  determining  the  IRA 
deduction  limit,  is  calculated  without  regard 
to  any  deductible  IRA  contributions  made 
for  the  taxable  year,  but  with  regard  to  any 
taxable  social  security  benefits  (sec.  86)  and 
with  regard  to  any  passive  loss  limitations 
(new  sec.  469).  In  other  words,  AGI  is  calcu- 
lated in  the  following  order:  ( 1 )  for  purposes 
of  the  limitations  on  passive  loss  deductions, 
(2)  for  purposes  of  the  amount  of  social  se- 
curity benefits  that  are  taxable,  and  (3)  for 
purposes  of  the  IRA  deduction  limit. 

The  conference  agreement  clarifies  that 
an  unfunded  deferred  compensation  plan  of 
a  State  or  local  government  or  a  tax-exempt 
organization  (sec.  457)  is  not  considered  a 
plan  established  for  its  employees  by  a 
State  or  political  subdivision,  or  by  an 
agency  or  instrumentality  of  a  State  or  po- 
litical subdivision.  As  under  the  Senate 
amendment,  the  determination  of  active 
participant  status  under  the  conference 
agreement  is  made  without  regard  to  wheth- 
er an  individual's  rights  under  an  employer- 
maintained  retirement  plan  are  nonforfeit- 
able (i.e.,  vested). 

The  conference  agreement  clarifies  that, 
for  purposes  of  the  active  participant  rule, 
elective  contributions  (such  as  elective  de- 
ferrals under  a  qualified  cash  or  deferred  ar- 
rangement) are  treated  as  employer  contri- 
butions. 


The  conference  agreement  clarifies  that 
an  individual  is  considered  an  active  partici- 
pant in  a  defined  t>enef it  plan  if  the  individ- 
ual is  eligible  to  participate  in  the  plan, 
even  if  the  individual  elects  not  to  partici- 
pate. 

Under  the  conference  agreement,  the 
present-law  rule  relating  to  the  time  that 
contributions  are  required  to  be  made  is  re- 
tained. Therefore,  an  individual  may  make 
IRA  contributions  for  a  taxable  year  up  to 
the  due  date  of  the  individual's  tax  return 
for  the  taxable  year  without  extensions.  Of 
course,  as  under  present  law,  the  individual 
is  required  to  designate  the  taxable  year  to 
which  an  IRA  contribution  relates  when 
making  the  contribution. 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31,  1986.  A 
taxpayer  may  make  an  IRA  contribution  for 
the  1986  taxable  year  up  to  the  due  date  of 
the  taxpayer's  1986  tax  return  (without  ex- 
tensions) under  the  present-law  IRA  rules. 

Nondeductible  contributions  permitted  to 
IRAs 
As  under  the  Senate  amendment,  the  con- 
ference agreement  permits  individuals  to 
make  designated  nondeductible  IRA  contri- 
butions to  the  extent  that  deductible  contri- 
butions are  not  allowed.  Thus,  an  individual 
may  make  nondeductible  contributions  to 
the  extent  of  the  excess  of  ( 1 )  the  lesser  of 
$2,000  or  100  percent  of  compensation  over 

(2)  the  IRA  deduction  limit  with  respect  to 
the  individual.  The  nondeductible  IRA  limit 
is  $2,250,  in  the  case  of  a  spousal  IRA. 

In  addition,  the  conference  agreement 
permits  a  taxpayer  to  elect  to  treat  deducti- 
ble IRA  contributions  as  nondeductible.  An 
individual  might  make  such  an  election,  for 
example,  if  the  individual  had  no  taxable 
income  for  the  year  after  taking  into  ac- 
count other  deductions. 

Under  the  conference  agreement,  a  desig- 
nated nondeductible  contribution  means 
any  contribution  to  an  IRA  for  a  taxable 
year  that  is  designated  as  a  nondeductible 
contribution  in  the  manner  prescribed  by 
the  Secretary.  The  designation  is  to  be 
made  on  the  individual's  tax  return  for  the 
taxable  year  to  which  the  designation  re- 
lates. DesiE^nated  nondeductible  contribu- 
tions may  be  made  up  to  the  due  date  of  the 
individual's  tax  return  for  the  taxable  year 
(without  extensions). 

An  individual  who  files  an  amended 
return  for  a  taxable  year  may  change  the 
designation  of  IRA  contributions  from  de- 
ductible to  nondeductible  or  vice  versa. 
Such  an  amended  return  is  to  be  treated  as 
a  return  filed  for  the  taxable  year  to  which 
the  return  relates.  Of  course,  under  the 
usual  rules,  any  increased  tax  liability  that 
the  individual  may  owe  as  a  result  of  such  a 
change  in  designation  is  to  accompany  the 
amended  return. 

An  individual  who  makes  a  designated 
nondeductible  contribution  to  an  IRA  for  a 
taxable  year  or  who  receives  a  distribution 
from  an  IRA  during  a  taxable  year  is  re- 
quired to  provide  such  information  as  the 
Secretary  may  prescribe  on  the  individual's 
tax  return  for  the  taxable  year  and,  to  the 
extent  required,  for  succeeding  taxable 
years.  The  information  that  may  be  re- 
quired includes,  but  is  not  limited  to  ( 1 )  the 
amount  of  designated  nondeductible  contri- 
butions for  the  taxable  year,  (2)  the  aggre- 
gate amount  of  designated  nondeductible 
contributions  for  all  preceding  taxable  years 
which  have  not  previously  been  withdrawn, 

(3)  the  aggregate  balance  of  all  IRAs  of  the 
individual  as  of  the  close  of  the  calendar 
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year  with  or  within  which  the  taxable  year 
ends,  and  (4)  the  amount  of  distributions 
from  IRAs  during  the  taxable  year. 

If  the  required  information  is  not  provid- 
ed on  the  individual's  tax  return  for  a  tax- 
able year,  then  all  IRA  contributions  are 
presumed  to  have  been  deductible  and, 
therefore,  are  taxable  upon  withdrawal 
from  the  IRA.  The  taxpayer  can  rebut  this 
presumption  with  satisfactory  evidence  that 
the  contributions  were  nondeductible. 

Amounts  withdrawn  from  an  IRA  during 
a  taxable  year  are  includible  in  income  for 
the  taxable  year  under  rules  similar  to  the 
rules  applicable  to  qualified  plans  under  sec- 
tion 72.  Under  special  rules  applicable  to 
IRAs  for  purposes  of  section  72,  (1)  all  IRAs 
of  an  individual  are  treated  as  one  contract, 
(2)  all  distributions  during  a  taxable  year 
are  treated  as  one  distribution,  (3)  the  value 
of  the  contract  (calculated  after  adding 
back  distributions  during  the  year),  income 
on  the  contract,  and  investment  in  the  con- 
tract is  computed  as  of  the  close  of  the  cal- 
endar year  with  or  within  which  the  taxable 
year  ends,  and  (4)  the  aggregate  amount  of 
withdrawals  excludable  from  income  for  all 
taxable  years  shall  not  exceed  the  taxpay- 
ers  investment  in  the  contract  for  all  tax- 
able years.  The  conference  agreement  pro- 
vides that,  if  an  individual  withdraws  an 
amount  from  an  IRA  during  a  taxable  year 
and  the  individual  has  previously  made  both 
deductible  and  nondeductible  IRA  contribu- 
tions, then  the  amount  includible  in  income 
for  the  taxable  year  is  the  portion  of  the 
amount  withdrawn  which  bears  the  same 
ratio  to  the  amount  withdrawn  for  the  tax- 
able year  as  the  individual's  aggregate  non- 
deductible IRA  contributions  bear  to  the  ag- 
gregate balance  of  all  IRAs  of  the  individual 
(Including  rollover  IRAs  and  SEPs). 

In  the  case  of  a  withdrawal  from  an  IRA, 
for  purposes  of  the  rules  relating  to  with- 
holding on  pensions,  annuities,  and  certain 
other  deferred  income,  the  payor  is  to 
assume  that  the  amount  withdrawn  is  in- 
cludible in  income. 

For  example,  assume  that  (1)  an  individ- 
ual makes  a  $2,000  IRA  contribution  for  the 
individual's  1987  tax  year.  $1,500  of  which  is 
deductible,  (2)  no  withdrawals  are  made 
from  the  IRA  during  the  taxable  year,  (3) 
the  account  balance  at  the  end  of  the  tax- 
able year  is  $2,200,  and  (4)  no  prior  IRA  con- 
tributions have  been  made.  The  individual  is 
required  to  report  all  such  information  on 
the  individual's  1987  tax  return.  For  1988, 
assume  (1)  the  individual  makes  a  $2,000 
IRA  contribution  to  another  IRA  account, 
none  of  which  is  deductible,  (2)  no  with- 
drawals are  made  from  the  IRA  during  the 
taxable  year,  and  (3)  the  aggregate  account 
balance  at  of  the  end  of  the  taxable  year  for 
both  IRAs  is  $4,600.  In  the  individual's  1989 
taxable  year,  no  IRA  contributions  are 
made  and  $1,000  is  withdrawn  from  the  IRA 
to  which  the  individual  contributed  during 
the  1987  taxable  year.  At  the  end  of  the 
1989  taxable  year,  the  aggregate  account 
balance  of  both  IRAs  is  $4,000.  The  $1,000 
withdrawn  from  an  IRA  during  the  1989  tax 
year  is  treated  as  partially  a  return  of  non- 
deductible contributions,  calculated  as  the 
percentage  of  $1,000  that  the  total  nonde- 
ductible contributions  ($500  plus  $2,000)  is 
of  the  total  account  balance  ($4,000)  at  the 
end  of  the  taxable  year  plus  distributions 
during  the  year  ($1,000).  Thus,  2,500/5,000 
or  V4  of  the  $1,000  withdrawal  is  treated  as  a 
return  of  nondeductible  contributions  (and, 
therefore,  is  not  taxable). 

Under  the  conference  agreement,  an  indi- 
vidual who  overstates  the  amount  of  desig- 


nated nondeductible  contributions  made  for 
any  Uxable  year  is  subject  to  a  $100  penalty 
for  each  such  overstatement  unless  the  indi- 
vidual can  demonstrate  that  the  overstate- 
ment was  due  to  reasonable  cause. 

The  trustee  of  an  IRA  is  required  to 
report  certain  information  to  the  Secretary 
and  to  the  individuals  for  whom  an  IRA  is 
maintained  for  each  calendar  year.  This  in- 
formation is  to  include  (1)  contributions 
made  to  the  IRA  during  the  calendar  year, 
(2)  distributions  from  the  IRA  occurring 
during  the  calendar  year,  and  (3)  the  aggre- 
gate account  balance  as  of  the  end  of  the 
calendar  year.  This  information  is  required 
to  be  reported  by  the  January  31  following 
the  end  of  the  calendar  year.  In  the  case  of 
a  failure  to  report  the  required  information, 
as  under  present  law.  the  penalty  for  the 
failure  is  $25  for  each  day  during  which  the 
failure  occurs,  but  the  total  amount  im- 
posed on  any  person  for  a  failure  to  report 
is  not  to  exceed  $15,000. 

The  provisions  are  effective  for  contribu- 
tions and  distributions  in  taxable  years  be- 
girming  after  December  31, 1986. 
Spousal  IRA  deduction 

The   conference   agreement    follows   the 
House  bill  and  the  Senate  amendment,  ef- 
fective for  taxable  years  beginning  before, 
on,  or  after  December  31, 1985. 
Interest  on  loans  to  make  IRA  contributions 
The  conference  agreement  does  not  adopt 
the  provision  in  the  Senate  amendment. 
Qualified  voluntary  employee  contributions 
The   conference   agreement   follows   the 
Senate  amendment,  which  repeals  the  de- 
duction allowed  for  qualified  voluntary  em- 
ployee contributions  to  qualified  plan,  effec- 
tive for  taxable  years  beginning  after  De- 
cember 31,  1986. 
Acquisition  of  gold  and  silver  coins 

The   conference    agreement    follows    the 
Senate   amendment,   effective   for  acquisi- 
tions of  coins  after  December  31,  1986. 
2.  Qualiried  Cash  or  Deferred  Arrangements 
Present  Law 
Under    present    law.    if    a    tax-qualified 
profit-sharing  or  stock  bonus  plan  (or  an  eli- 
gible pre-ERISA  money  purchase  pension 
plan)  meets  certain  requirements  described 
below   (a    "qualified  cash   or  deferred   ar- 
rangement"), then  an  employee  is  not  re- 
quired to  include  in  income  any  employer 
contributions  to  the  plan  merely  because 
the  employee  could  have  elected  to  receive 
the  amount  contributed  in  cash. 
Nondiscrimination  requirements 

Under  present  law,  special  nondiscrimina- 
tion tests  apply  a  limit  on  elective  deferrals 
that  may  be  made  by  the  group  of  highly 
compensated  employees.  This  limit  depends 
(in  part)  on  the  level  of  elective  deferrals  by 
nonhighly  compensated  employees.  An  em- 
ployee is  considered  highly  compensated, 
for  this  purpose,  if  the  employee  is  one  of 
the  most  highly  compensated  Va  of  all  em- 
ployees eligible  to  defer  under  the  arrange- 
ment. These  nondiscrimination  tests  provide 
that  the  special  treatment  of  elective  defer- 
rals is  not  available  unless  the  cash  or  de- 
ferred arrangement  does  not  disproportion- 
ately benefit  highly  compensated  employ- 
ees. 

A  cash  or  deferred  arrangement  meets 
these  special  nondiscrimination  require- 
ments for  a  plan  year  if  (1)  the  actual  defer- 
ral percentage  for  the  highly  compensated 
employees  is  not  greater  than  150  percent  of 
the  actual  deferral  percentage  for  the  other 
eligible  employees,  or  (2)  the  actual  deferral 


percentage  for  the  highly  compensated  em- 
ployees does  not  exceed  the  lesser  of  (a)  the 
actual  deferral  percentage  for  the  other  eli- 
gible employees  plus  3  percentage  points  or 
(b)  250  percent  of  the  actual  deferral  per- 
centage for  the  other  eligible  employees.  In 
calculating  these  deferral  percentages,  con- 
tributions by  the  employer  may  be  taken 
into  account  as  elective  deferrals  by  employ- 
ees If  they  (1)  are  nonforfeitable  when 
made.  (2)  satisfy  the  withdrawal  restrictions 
applicable  to  elective  deferrals,  and  (3)  sepa- 
rately satisfy  the  general  nondiscrimination 
rules  (sec.  401(a)(4)). 

Withdrawal  restrictions 

Under  present  law.  a  participant  in  a 
qualified  cash  or  deferred  arrangement  is 
not  permitted  to  withdraw  elective  deferrals 
(and  earnings  thereon)  prior  to  death,  dis- 
ability, separation  from  service,  retirement, 
or  (except  in  the  case  of  a  pre-ERISA 
money  purchase  pension  plan)  the  attain-^ 
ment  of  age  59  Vi  or  the  occurrence  of  a 
hardship. 
Limit  on  elective  deferrals 

Elective  deferrals  under  a  qualified  cash 
or  deferred  arrangement  are  subject  to  the 
overall  limits  on  contributions  to  a  defined 
contribution  plan.  Thus,  under  present  law. 
the  sum  of  an  employee's  elective  deferrals 
and  any  other  annual  additions  on  behalf  of 
the  employee  under  all  defined  contribution 
plans  maintained  by  the  employer  generally 
cannot  exceed  the  lesser  of  $30,000  or  25 
percent  of  the  participant's  nondeferred 
compensation. 

House  Bill 
Limit  on  elective  deferrals 

Under  the  bill,  the  maximum  amount  that 
an  employee  can  elect  to  defer  for  any  tax- 
able year  under  all  cash  or  deferred  ar- 
rangements in  which  the  employee  partici- 
pates is  limited  to  $7,000  a  year.  The  $7,000 
limit  is  coordinated  with  elective  deferrals 
under  tax-sheltered  annuities  and  the 
annual  deduction  limit  for  IRA  contribu- 
tions. 

If.  in  any  taxable  year,  the  total  amount 
of  elective  deferrals  contributed  on  behalf 
of  an  employee  to  any  qualified  cash  or  de- 
ferred arrangements  and  tax-sheltered  an- 
nuities in  which  the  employee  participates 
exceeds  $7,000,  then  the  amounts  in  excess 
of  $7,000  (the  excess  deferrals)  are  included 
in  the  employee's  gross  income  for  the  year. 
In  addition,  with  respect  to  any  excess  de- 
ferrals, by  March  1  after  the  close  of  the 
employee's  taxable  year,  the  employee  may 
allocate  the  excess  deferrals  among  the 
qualified  cash  or  deferred  arrangements  in 
which  the  employee  participates  and  notify 
the  administrator  of  each  plan  of  the  por- 
tion of  the  excess  deferrals  allocated  to  it. 
Further,  not  later  than  April  15  after  the 
close  of  the  employee's  taxable  year,  each 
plan  is  to  distribute  to  the  employee  the 
amount  of  the  excess  deferrals  (plus  income 
attributable"  to  the  excess)  allocated  to  the 
plan. 

Excess  deferrals  that  are  not  distributed 
by  the  applicable  April  15  date  are  not 
treated  as  employee  contributions  upon  sub- 
sequent distribution  even  though  such  de- 
ferrals had  been  included  in  the  employee's 
income.  In  addition,  undistributed  excess  de- 
ferrals are  treated  as  elective  deferrals  sub- 
ject to  the  special  nondiscrimination  test. 
Nondiscrimination  requirements 
In  general 

The  bill  modifies  the  special  nondiscrim- 
ination tests  applicable  to  qualified  cash  or 
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deferred  arransements  by  redefining  the 
group  of  highly  compensated  employees  and 
by  modifying  the  special  percentage  tests. 

Definition  of  highly  compensated  employ- 
ees 

The  House  bill  provides  a  uniform  defini- 
tion of  highly  compensated  employees  for 
purposes  of  the  nondiscrimination  rules  for 
qualified  plans  and  employee  benefit  plans, 
(see  the  description  in  B.7.,  below). 

Modification  of  nondiscrimination  tests 

The  House  bill  alters  the  special  nondis- 
crimination tests  applicable  to  qualified 
cash  or  deferred  arrangements  so  that  the 
actual  deferral  percentage  under  a  cash  or 
deferred  arrangement  by  highly  compensat- 
ed employees  for  a  plan  year  may  not 
exceed  either  <1)  125  percent  of  the  actual 
deferral  percentage  of  all  nonhighly  com- 
pensated employees  eligible  to  defer  under 
the  arrangement,  or  (2)  the  lesser  of  200 
percent  of  the  actual  deferral  percentage  of 
all  eligible  nonhighly  compensated  employ- 
ees or  the  actual  deferral  percentage  for  all 
eligible  nonhighly  compensated  employees 
plus  2  percentage  points. 

Under  the  House  bill,  if  a  highly  compen- 
sated employee  participates  in  more  than 
one  qualified  cash  or  deferred  arrangement 
of  an  employer,  the  employee's  actual  defer- 
ral percentage  for  purposes  of  testing  each 
arrangement  under  the  special  nondiscrim- 
ination tests  is  to  be  determined  by  aggre- 
gating the  employee's  elective  deferrals 
under  all  of  the  arrangements  of  the  em- 
ployer. , 

Excess  contributions 

If  the  special  nondiscrimination  rules  are 
not  satisfied  for  any  year,  the  House  bill 
provides  that  the  qualified  cash  or  deferred 
arrangement  will  not  be  disqualified  if  the 
excess  contributions  (plus  income  allocable 
to  the  excess  contributions)  are  distributed 
before  the  close  of  the  following  plan  year. 
Distribution  of  the  excess  contributions 
may  be  made  notwithstanding  any  other 
provision  of  law  and  the  amount  distributed 
is  not  subject  to  the  additional  income  tax 
on  early  withdrawals. 

Under  the  House  bill,  excess  contributions 
mean,  with  respect  to  any  plan  year,  the 
excess  of  the  aggregate  amount  of  elective 
deferrals  paid  to  the  cash  or  deferred  ar- 
rangement and  allocated  to  the  accounts  of 
highly  compensated  employees  over  the 
maximum  amount  of  elective  deferrals  that 
could  be  allocated  to  the  accounts  of  highly 
compensated  employees  without  violating 
the  nondiscrimination  requirements  applica- 
ble to  the  arrangement.  To  determine  the 
amount  of  excess  contributions  and  the  em- 
ployees to  whom  the  excess  contributions 
are  to  be  distributed,  the  bill  provides  that 
the  elective  deferrals  of  highly  compensated 
employees  are  reduced  in  the  order  of  their 
actual  deferral  percentages  beginning  with 
those  highly  compensated  employees  with 
the  highest  actual  deferral  percentages.  The 
excess  contributions  are  to  be  distributed  to 
those  highly  compensated  employees  for 
whom  a  reduction  is  made  under  the  preced- 
ing sentence  in  order  to  satisfy  the  special 
nondiscrimination  tests. 

Excise  tax  on  excess  contributions 

Under  the  House  bill,  a  penalty  tax  is  im- 
posed on  the  employer  making  excess  con- 
tributions to  a  qualified  cash  or  deferred  ar- 
rangement (sec.  4979).  The  tax  is  equal  to  10 
percent  of  the  excess  contributions  under 
the  arrangement  for  the  plan  year  ending  in 
the  taxable  year.  However,  the  tax  does  not 
apply  to  any  excess  contributions  that,  to- 


gether with  income  allocable  to  the  excess 
contributions,  are  distributed  no  later  than 
ZVi  months  after  the  close  of  the  plan  year 
to  which  the  excess  contributions  relate. 

Excess  contributions  (plus  income)  distrib- 
uted within  the  applicable  2'/^  month  period 
are  to  be  treated  as  received  and  earned  by 
the  employee  in  the  employee's  taxable  year 
in  which  the  excess  contributions,  but  for 
the  employee's  deferral  election,  would  have 
been  received  as  cash. 
Other  restrictions 

The  House  bill  includes  several  additional 
restrictions  on  qualified  cash  or  deferred  ar- 
rangements. First,  no  withdrawals  generally 
are  permitted  under  a  qualified  cash  or  de- 
ferred arrangement  prior  to  death,  disabil- 
ity, separation  from  service,  bona  fide  plan 
termination  or  (except  in  the  case  of  a  pre- 
ERISA  money  purchase  pension  plan)  the 
attainment  of  age  59  Wi.  However,  a  cash  or 
deferred  arrangement  (other  than  a  pre- 
ERISA  money  purchase  pension  plan)  may 
permit  hardship  withdrawals  from  elective 
deferrals  (but  not  income  on  the  elective  de- 
ferrals). 

In  addition,  the  House  bill  provides  that  a 
qualified  cash  or  deferred  arrangement 
cannot  require,  as  a  condition  of  participa- 
tion in  the  arrangement,  that  an  employee 
complete  a  period  of  service  with  the  em- 
ployer (or  employers)  maintaining  the  plan 
in  excess  of  one  year  of  service. 

Under  the  House  bill,  an  employer  gener- 
ally may  not  condition,  either  directly  or  in- 
directly, contributions  and  benefits  (other 
than  matching  contributions  in  the  plan  of 
which  that  arrangement  is  a  part)  upon  an 
employee's  elective  deferrals. 

The  House  bill  clarifies  that  qualified 
cash  or  deferred  arrangements  are  not  avail- 
able to  employees  of  tax-exempt  organiza- 
tions or  governmental  entities.  This  restric- 
tion does  not  apply  to  a  plan  maintained  by 
a  rural  electric  cooperative  (defined  in  sec. 
457(d)(9)(B)).  a  national  association  of  such 
cooperatives,  or  a  plan  maintained  by  the 
Tennessee  Valley  Authority. 

The  House  bill  provides  that,  in  the  case 
of  employer  contributions  (including  elec- 
tive deferrals  under  a  qualified  cash  or  de- 
ferred arrangement)  that  satisfy  the  imme- 
diate vesting  and  withdrawal  restrictions  ap- 
plicable to  elective  deferrals  under  a  quali- 
fied cash  or  deferred  arrangement,  the  de- 
termination of  whether  the  plan  to  which 
the  contributions  are  made  is  a  profit-shar- 
ing plan  is  to  be  made  without  regard  to 
whether  the  employer  has  current  or  accu- 
mulated profits.  This  is  the  case  even  if  the 
plan  does  not  contain  a  qualified  cash  or  de- 
ferred arrangement. 
Effective  dates 

The  provisions  relating  to  qualified  cash 
or  deferred  arrangements  generally  are  ef- 
fective for  plan  years  beginning  after  De- 
cember 31,  1985.  A  special  effective  date  is 
provided  in  the  case  of  certain  elective  de- 
ferrals under  a  qualified  cash  or  deferred  ar- 
rangement maintained  pursuant  to  one  or 
more  collective  bargaining  agreements  rati- 
fied before  November  22,  1985,  between  em- 
ployee representatives  and  one  or  more  em- 
ployers. 

The  House  bill  also  provides  a  transition 
rule  for  the  provision  that  provides  that 
public  employers  and  tax-exempt  employers 
may  not  maintain  qualified  cash  or  deferred 
arrangements.  Under  this  rule,  the  provi- 
sion does  not  apply  to  any  cash  or  deferred 
arrangement  maintained  by  a  State  or  local 
government  or  a  tax-exempt  employer  that 
(1)  was  adopted  by  the  employer  before  No- 


vember 6,  1985,  and  (2)  with  respect  to 
which  the  Internal  Revenue  Service  re- 
ceived, before  November  6,  1985.  an  applica- 
tion for  a  determination  letter  that  such  ar- 
rangement is  a  qualified  cash  or  deferred  ar- 
rangement. 

The  House  bill  contains  a  special  effective 
date  for  any  qualified  cash  or  deferred  ar- 
rangement maintained  by  a  State  or  local 
government  and  grandfathered  under  the 
preceding  transition  rule.  Under  this  special 
effective  date  rule,  the  new  special  nondis- 
crimination tests  (including  the  new  "highly 
compensated  employee"  definition)  and  the 
new  withdrawal  restrictions  will  not  apply 
to  elective  deferrals  under  such  grandfa- 
thered arrangement  for  years  beginning 
before  November  22, 1987. 

The  House  bill  provides  a  special  transi- 
tion rule  with  respect  to  the  prohibition  on 
the  use  of  elective  deferrals  under  a  cash  or 
deferred  arrangement  as  a  condition  to  the 
receipt  of  any  other  benefits  (other  than 
employer  matching  contributions  under  the 
same  plan).  Under  this  rule,  a  cash  or  de- 
ferred arrangement  will  not  be  treated  as 
violating  this  prohibition  for  plan  years  be- 
ginning before  January  1,  1991,  to  the 
extent  that  the  qualified  cash  or  deferred 
arrangement  is  part  of  a  "qualified  offset 
arrangement"  with  a  defined  benefit  pen- 
sion plan. 

Senate  Amendment 

Limit  on  elective  deferrals 

The  Senate  amendment  is  the  same  as  the 
House  bill  except  that  ( 1 )  the  $7,000  cap  on 
annual  elective  deferrals  is  adjusted  for  in- 
flation by  reference  to  percentage  increases 
in  .^^he  social  security  wage  base  at  the  same 
time  and  in  the  same  manner  as  the  index- 
ing of  dollar  limits  on  benefits  under  section 
415(d)  and  (2)  the  $7,000  cap  is  not  coordi- 
nated with  an  individual's  deductible  IRA 
contributions. 

The  $7,000  limit  is  coordinated  with  elec- 
tive deferrals  under  simplified  employee 
pensions  (SEPs).  In  addition,  the  benefits 
under  an  unfunded  deferred  compensation 
plan  of  a  State  or  local  government  (sec. 
457)  and  a  plan  described  in  section 
501(0(18)  are  coordinated  with  the  limits  on 
elective  deferrals  under  a  qualified  cash  or 
deferred  arrangement  or  a  SEP.  Moreover, 
for  purposes  of  determining  an  individual's 
cap  on  elective  deferrals  for  a  year,  the 
$7,000  cap  (as  indexed)  is  reduced  by  the 
amount  of  the  individual's  contributions  to 
a  tax-sheltered  annuity  contract  to  the 
extent  that  the  contributions  are  made  pur- 
suant to  a  salary  reduction  agreement. 

Special  limitation  for  investment  in  employ- 
er securities 

Under  the  Senate  amendment,  the  $7,000 
cap  (as  indexed)  on  elective  deferrals  is  in- 
creased by  up  to  $2,500  in  the  case  of  cer- 
tain investments  in  employer  securities.  The 
amount  of  the  increase  in  the  annual  cap 
for  an  individual  equals  the  lesser  of  (1) 
$2,500  or  (2)  the  amount  of  elective  defer- 
rals for  the  year  invested  in  employer  secu- 
rities and  held  by  an  ESOP  (described  in 
sec.  4975(e)(7)  or  meeting  the  requirements 
of  sec.  409(1)). 

The  Senate  amendment  provides  that  the 
qualified  cash  or  deferred  arrangement  is 
required  to  allow  all  eligible  participants  to 
have  up  to  $2,500  of  elective  deferrals  in- 
vested in  employer  securities  before  the  ad- 
ditional limitation  is  available.  In  addition, 
the  employer  securities  allocated  to  the  ac- 
count of  a  participant  whose  elective  defer- 
rals for  a  year  exceed  $7,000  are  required  to 
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remain  so  allocated  during  the  3-year  period 
beginning  with  the  year  following  the  year 
in  which  the  employer  securities  were  allo- 
cated to  a  participant's  account.  If  the  em- 
ployer securities  cease  to  be  allocated  to  the 
participant's  account,  then  the  securities 
are  treated  as  if  they  were  distributed  to  the 
participant  on  the  date  the  securities  cease 
to  be  allocated  to  the  participant's  account. 
Nondiscrimination  requirements 

The  Senate  amendment  is  the  same  as  the 
House  bill  except  that  the  Senate  amend- 
ment (1)  does  not  modify  the  permitted  dis- 
parities under  the  special  nondiscrimination 
test  applicable  to  qualified  cash  or  deferred 
arrangements:  (2)  clarifies  the  rules  for  ag- 
gregating elective  contributions  with  certain 
nonelective  contributions  for  purposes  of 
the  special  nondiscrimination  test;  and  (3) 
modifies  the  uniform  definition  of  highly 
compensated  employees. 
Other  restrictions 

The  Senate  amendment  is  the  same  as  the 
House  bill  except  that  the  amendment 
modifies  certain  present-law  restrictions  and 
imposes  several  additional  restrictions  on 
qualified  cash  or  deferred  arrangements.' 
First,  the  amendment  provides  that  distri- 
butions may  be  made  to  a  participant  in  a 
qualified  cash  or  deferred  arrangement  on 
account  of  the  sale  of  a  subsidiary,  sale  of  a 
substantial  portion  of  the  assets  of  a  trade 
or  business,  or  termination  of  the  plan  of 
which  the  arrangement  is  a  part.  Under  the 
Senate  amendment,  the  exception  for  distri- 
butions upon  the  sale  of  a  subsidiary  is 
available  with  respect  to  a  participant  who 
has  not  separated  from  service  with  the  sub- 
sidiary. 

The  Senate  amendment  is  the  same  as  the 
House  bill  with  respect  to  the  availability  of 
qualified  cash  or  deferred  arrangements  for 
public  employers,  but  the  Senate  amend- 
ment provides  that  qualified  cash  or  de- 
ferred arrangements  are  available  to  em- 
ployees of  tax-exempt  organizations. 

Effective  dates 

The  provisions  (1)  relating  to  the  annual 
limit  on  elective  deferrals  under  qualified 
cash  or  deferred  arrangements.  (2)  permit- 
ting distributions  upon  the  sale  of  a  subsidi- 
ary, (3)  aggregating  the  elective  deferrals  of 
highly  compensated  employees  for  purposes 
of  the  special  nondiscrimination  tests,  and 
(4)  relating  to  the  treatment  of  excess  con- 
tributions generally  are  effective  for  years 
beginning  after  December  31,  1986.  Other 
changes  in  the  nondiscrimination  require- 
ments and  other  restrictions  applicable  to 
qualified  cash  or  deferred  arrangements 
generally  are  effective  for  plan  years  begin- 
ning after  December  31,  1988. 

The  provision  permitting  distributions 
upon  plan  terminations,  sale  of  a  subsidiary, 
or  sale  of  assets  is  effective  for  terminations 
occurring  in  years  beginning  after  Decem- 
ber 31, 1984. 

A  special  effective  date  applies  to  plans 
maintained  pursuant  to  a  collective  bargain- 
ing agreement. 

The  Senate  amendment  provides  a  transi- 
tion rule  for  the  provision  prohibiting  State 
and  local  government  employers  from  main- 
taining qualified  cash  or  deferred  arrange- 
ments. Under  this  rule,  the  provision  does 
not  apply  to  any  cash  or  deferred  arrange- 
ment maintained  by  a  State  or  local  govern- 
ment that  was  adopted  by  the  employer 
before  May  6, 1986. 

The  Senate  amendment  provides  a  special 
transition  rule  with  respect  to  the  prohibi- 


'  See.  also,  the  discussion  in  Part  C,  below. 


tion  on  the  use  of  elective  deferrals  under  a 
cash  or  deferred  arrangement  as  a  condition 
to  the  receipt  of  any  other  benefits  (other 
than  employer  matching  contributions 
under  the  same  plan).  Under  this  rule,  a 
cash  or  deferred  arrangement  will  not  be 
treated  as  violating  this  prohibition  to  the 
extent  that  the  qualified  cash  or  deferred 
arrangement  is  part  of  a  "qualified  offset 
arrangement"  with  a  defined  benefit  pen- 
sion plan  which  offset  arrangement  was 
maintained  by  the  employer  on  April  16, 
1986. 

Conference  Agreement 

Limit  on  elective  deferrals 

The  conference  agreement  is  the  same  as 
the  Senate  amendment  except  that  the 
method  of  indexing  the  $7,000  limit  on 
annual  elective  deferrals  is  the  same 
method  that  applies  for  purposes  of  adjust- 
ing the  dollar  limits  on  benefits  under  sec- 
tion 415.  Therefore,  the  limits  are  adjusted 
for  percentage  increases  in  the  Consumer 
Price  Index  (CPI).  beginning  in  1988. 

In  addition,  as  under  the  Senate  amend- 
ment, the  conference  agreement  provides 
that  elective  deferrals  in  excess  of  the 
annual  limit  are  treated  as  elective  deferrals 
for  purposes  of  applying  the  special  nondis- 
crimination requirements  for  qualified  cash 
or  deferred  arrangements,  except  to  the 
extent  provided  under  rules  prescribed  by 
the  Secretary.  The  Secretary  is  to  prescribe 
rules  preventing  use  of  this  rule  to  increase 
artificially  the  actual  deferral  percentage  of 
the  nonhighly  compensated  employees. 

To  the  extent  that  an  excess  deferral  is 
distributed  by  the  first  April  15  following 
the  close  of  the  taxable  year  in  which  the 
excess  deferral  was  made,  the  excess  defer- 
ral is  not  treated  as  an  annual  addition  for 
purposes  of  the  overall  limits  on  contribu- 
tions and  benefits  (sec.  415). 

Similarly,  excess  deferrals  distributed  by 
the  required  date  are  not  subject  to  the  ad- 
ditional income  tax  on  early  withdrawals 
from  qualified  plans.  In  addition,  the  con- 
ferees intend  that  a  plan  distributing  excess 
deferrals  is  not  to  be  required  to  obtain  the 
consent  of  the  participant  or  the  consent  of 
the  participant's  spouse  with  respect  to  the 
distribution  of  excess  deferrals.  Further,  a 
distribution  of  excess  deferrals  is  not  ta  be 
treated  as  violating  an  outstanding  qualified 
domestic  relations  order  (within  the  mean- 
ing of  sec.  414(p)). 

The  provision  is  effective  for  years  begin- 
ning after  December  31,  1986. 

Further,  the  provisions  do  not  apply  to 
elective  deferrals  of  an  employee  made 
during  1987  and  attribuUble  to  services  per- 
formed during  1986  under  a  qualified  cash 
or  deferred  arrangement  if,  under  the  terms 
of  the  arrangement  in  effect  on  August  16, 
1986,  (1)  the  employee's  election  to  make 
the  elective  deferrals  is  made  before  Janu- 
ary 1,  1987,  and  (2)  the  employer  identifies 
the  amount  of  the  elective  deferral  before 
January  1, 1987. 

Special  limitation  for  investment  in  employ- 
er securities 
The  conference  agreement  does  not  adopt 
the  provision  in  the  Senate  amendment  al- 
lowing an  additional  (2.500  in  annual  elec- 
tive deferrals  in  the  case  of  amount  invested 
in  employer  securities. 

Nondiscrimination  requirements 

The  conference  agreement  follows  the 
House  bill  with  certain  modifications. 


Definition  of  highly  compensated  employ- 
ees 

The  conference  agreement  modifies  the 
definition  of  highly  compensated  employees 
to  which  the  nondiscrimination  require- 
ments apply  and  provides  that  this  uniform 
definition  applies  generally  for  purposes  of 
nondiscrimination  requirements  for  quali- 
fied plans  and  employee  benefit  programs 
(see  the  description  in  Part  B.7.,  below).  In 
addition,  the  conference  agreement  adopts 
the  provision  in  the  Senate  amendment  pro- 
viding a  special  definition  of  highly  compen- 
sated employees  for  purposes  of  the  special 
nondiscrimination  requirements  for  quali- 
fied cash  or  deferred  arrangement  and  in 
the  case  of  a  certain  company. 

Special  nondiscrimination  requirements 

The  conference  agreement  follows  the 
House  bill  with  respect  to  the  special  non- 
discrimination tests  applicable  to  qualified 
cash  or  deferred  arrangements. 

In  addition,  the  conference  agreement 
provides  that,  for  purposes  of  applying  the 
special  nondiscrimination  requirements, 
under  rules  prescribed  by  the  Secretary,  em- 
ployer matching  contributions  that  meet 
the  vesting  and  withdrawal  restrictions  for 
elective  deferrals  under  a  qualified  cash  or 
deferred  arrangement  and  qualified  non- 
elective  contributions  may  be  taken  into  ac- 
count. Qualified  nonelective  contributions 
are  defined  to  mean  employer  contributions 
(other  than  matching  contributions)  with 
respect  to  which  (1)  the  employee  may  not 
elect  to  have  the  contributions  paid  to  the 
employee  in  cash  in  lieu  of  being  contribut- 
ed to  the  plan  and  (2)  the  vesting  and  distri- 
bution restrictions  applicable  to  qualified 
cash  or  deferred  arrangements  are  satisfied. 

Excess  contributions 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  with 
respect  to  the  treatment  of  excess  contribu- 
tions (i.e.,  contributions  to  highly  compen- 
sated employees  that  violate  the  special 
nondiscrimination  requirements  applicable 
to  qualified  cash  or  deferred  arrangements). 
The  conference  agreement  modifies  the 
rules  for  determining  the  amount  of  income 
attributable  to  excess  contributions.  Under 
the  conference  agreement,  the  amount  of 
income  attributable  to  excess  contributions 
is  that  portion  of  the  income  on  the  partici- 
pant's account  balance  for  the  year  that 
bears  the  same  ratio  as  the  excess  contribu- 
tions bears  to  the  total  account  balance. 

For  purposes  of  determining  the  year  in 
which  the  excess  contributions  are  includ- 
ible in  income,  the  excess  contributions  are 
treated  as  the  first  contributions  made  for  a 
year. 

In  addition,  the  conferees  intend  that  the 
Secretary  will  prescribe  rules  relating  to  the 
coordination  of  an  employee's  excess  defer- 
rals (i.e.,  amounts  in  excess  of  the  aruiual 
limit  on  elective  deferrals)  and  the  excess 
contributions  and  that,  generally,  the  excess 
deferrals  are  to  be  calculated  and  distribut- 
ed first  and  then  the  excess  contributions 
are  to  be  allocated  among  the  highly  com- 
pensated employees  and  distributed. 

Under  the  conference  agreement,  the  pro- 
vision in  the  Senate  amendment  under 
which  excess  contributions  that  are  distrib- 
uted to  a  highly  compensated  employee  are 
not  subject  to  the  additional  income  tax  on 
early  withdrawals  from  qualified  plans  is 
adopted.  In  addition,  the  conferees  intend 
that  a  plan  is  not  required  to  obtain  the 
consent  of  the  participant  or  the  participant 
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and  spouse  to  distribute  an  excess  contribu- 
tion. 

The  conference  agreement  provides  that  a 
plan  can  distribute  excess  deferrals  and 
excess  contributions  without  regard  to  the 
terms  of  the  plan  or  any  other  law  until  the 
first  plan  year  for  which  plan  amendments 
are  required. 

Effective  dates 

The  provisions  generally  are  effective  for 
years  beginning  after  December  31.  1986. 

A  special  effective  date  applies  to  plans 
maintained  pursuant  to  a  collective  bargain- 
ing agreement.  Under  this  special  rule,  in 
the  case  of  a  plan  maintained  pursuant  to  a 
collective  bargaining  agreement  between 
employee  representatives  and  one  or  more 
employers  ratified  before  March  1,  1986,  the 
amendments  are  not  effective,  with  respect 
to  employees  covered  by  the  agreement,  for 
plan  years  beginning  before  the  earlier  of 
(1)  January  1,  1989.  or  (2)  the  date  on  which 
the  last  of  the  collective  bargaining  agree- 
ment terminates  (determined  without 
regard  to  any  extensions  in  the  collective 
bargaining  agreement). 

The  rule  relating  to  aggregation  of  a 
highly  compensated  employee's  benefit 
under  more  than  one  qualified  cash  or  de- 
ferred arrangement  and  the  rules  relating 
to  the  treatment  of  excess  contributions  are 
effective  for  plan  years  beginning  after  De- 
cember 31.  1986. 
Other  restrictions 

The  conference  agreement  adopts  the  fol- 
lowing provisions  with  respect  to  qualified 
cash  or  deferred  arrangements: 

Hardship  withdrawals— The  conference 
agreement  follows  the  House  bill  and  the 
Senate  amendment  which  limits  hardship 
withdrawals  from  a  qualified  cash  or  de- 
ferred arrangement  to  the  amount  of  an 
employee's  elective  deferrals.  Therefore, 
hardship  withdrawals  are  not  permitted 
from  amounts  attributable  to  income  on 
elective  deferrals. 

Under  the  conference  agreement,  employ- 
er matching  contributions  and  nonelective 
contributions  (to  the  extent  taken  into  ac- 
count for  purposes  of  the  special  nondis- 
crimination test),  and  income  on  such 
matching  or  nonelective  contributions  may 
not  be  distributed  on  account  of  hardship. 

The  provision  is  effective  for  years  begin- 
ning after  December  31.  1988. 

A  special  effective  date  applies  to  plans 
maintained  pursuant  to  a  collective  bargain- 
ing agreement.  Under  this  special  rule,  with 
respect  to  employees  covered  under  a  plan 
maintained  pursuant  to  a  collective  bargain- 
ing agreement  between  employee  represent- 
atives and  one  or  more  employers  ratified 
before  March  1,  1986,  the  amendments  are 
not  effective,  with  respect  to  employees  sub- 
ject to  the  agreement,  for  plan  years  begin- 
ning before  the  earlier  of  (1)  the  later  of 
January  1,  1989.  or  the  date  on  which  the 
last  of  the  collective  bargaining  agreement 
terminates  (determined  without  regard  to 
any  extensions  in  the  collective  bargaining 
agreement),  or  (2)  January  1,  1991. 

Withdrawals  on  account  of  plan  termina- 
tion, etc.— The  conference  agreement  gener- 
ally follows  the  Senate  amendment  with  re- 
spect to  the  provision  permitting  distribu- 
tions from  a  qualified  cash  or  deferred  ar- 
rangement upon  (1)  plan  termination  with- 
out the  establishment  of  a  successor  plan: 
(2)  the  date  of  the  sale  by  a  corporation  of 
substantially  all  of  the  assets  used  by  the 
corporation  in  a  trade  or  business  if  the  em- 
'  ployee  continues  employment  with  the  cor- 
poration acquiring  the  assets:  or  (3)  the  date 


of  the  sale  by  a  corporation  of  the  corpora- 
tion's interest  in  a  subsidiary  if  the  employ- 
ee continues  employment  with  the  subsidi- 
ary. Under  the  conference  agreement,  a  dis- 
tribution upon  any  of  the  3  events  described 
above  is  permitted  only  if  it  constitutes  a 
total  distribution  of  the  employee's  balance 
to  the  credit  in  the  cash  or  deferred  ar- 
rangement. 

The  provision  is  effective  for  distributions 
occurring  after  December  31,  1984. 

Conditioning  other  benefits  on  elective  de- 
ferrals—The conference  agreement  follows 
the  House  bill  and  the  Senate  amendment 
with  respect  to  the  rule  that  a  qualified 
cash  or  deferred  arrangement  cannot  condi- 
tion, either  directly  or  indirectly,  contribu- 
tions and  benefits  (other  than  matching 
contributions  in  the  plan  of  which  the  ar- 
rangement is  a  part)  upon  an  employee's 
elective  deferrals. 

In  addition,  the  conference  agreement 
adopts  the  provision  in  the  House  bill  and 
the  Senate  amendment  that  any  elective  de- 
ferrals under  a  qualified  cash  or  deferred  ar- 
rangement may  not  be  taken  into  account 
for  purposes  of  determining  whether  an- 
other plan  meets  the  coverage  requirements 
(sec.  410(b))  or  the  general  nondiscrimina- 
tion rules  (sec.  401(a)(4))  or  other  qualifica- 
tion rules.  This  provision  does  not  apply  for 
purposes  of  applying  the  average  benefit 
percentage  requirement  under  the  coverage 
requirements  (but  does  apply  for  purposes 
of  the  present-law  classification  require- 
ment that  is  part  of  the  average  benefit 
test). 

The  conferees  clarify  that  the  provision 
relating  to  conditioning  other  benefits  on 
elective  deferrals  applies  in  the  situation  in 
which  a  plan  provides  that  voluntary  after- 
tax employee  contributions  may  not  be 
made  until  an  employee  makes  a  minimum 
amount  of  elective  deferrals  under  a  quali- 
fied cash  or  deferred  arrangement.  The  con- 
ferees also  clarify  that  this  provision  pre- 
cludes the  use  of  elective  deferrals  to  satisfy 
the  minimum  contribution  required  on 
behalf  of  nonkey  employees  in  a  top-heavy 
plan. 

Further,  the  conference  agreement  fol- 
lows the  Senate  amendment  with  respect  to 
qualified  offset  arrangements  with  a  clarifi- 
cation of  the  definition  of  an  employer  for 
purposes  of  the  provision. 

The  provisions  are  effective  for  years  be- 
ginning after  December  31,  1988. 

A  special  effective  date  applies  to  plans 
maintained  pursuant  to  a  collective  bargain- 
ing agreement.  Under  this  special  rule,  with 
respect  to  employees  covered  under  a  plan 
maintained  pursuant  to  a  collective  bargain- 
ing agreement  between  employee  represent- 
atives and  one  or  more  employers  ratified 
before  March  1.  1986,  the  amendments  are 
not  effective,  with  respect  to  employees  sub- 
ject to  the  agreement,  for  plan  years  begin- 
ning before  the  earlier  of  (1)  the  later  of 
January  1.  1989,  or  the  date  on  which  the 
last  of  the  collective  bargaining  agreement 
terminates  (determined  without  regard  to 
any  extensions  in  the  collective  bargaining 
agreement),  or  (2)  January  1,  1991. 

Eligibility  to  participate.— The  conference 
agreement  follows  the  House  bill  and  the 
Senate  amendment  with  respect  to  the  pro- 
vision that  a  qualified  cash  or  deferred  ar- 
rangement cannot  require,  as  a  condition  of 
participation  in  the  arrangement,  that  an 
employee  complete  a  period  of  service  great- 
er than  1  year  with  the  employer  maintain- 
ing the  plan,  effective  for  years  beginning 
after  December  31,  1988. 

A  special  effective  date  applies  to  plans 
maintained  pursuant  to  a  collective  bargain- 


ing agreement.  Under  this  special  rule,  in 
the  case  of  a  plan  maintained  pursuant  to  a 
collective  bargaining  agreement  between 
employee  representatives  and  one  or  more 
employers  ratified  before  March  1,  1986,  the 
amendments  are  not  effective,  with  respect 
to  employees  covered  by  the  agreement,  for 
years  beginning  before  the  earlier  of  (1)  the 
later  of  January  1,  1989,  or  the  date  on 
which  the  last  of  the  collective  bargaining 
agreement  terminates  (determined  without 
regard  to  any  extensions  in  the  collective 
bargaining  agreement),  or  (2)  January  1, 
1991. 

Tax-exempt  and  State  and  local  employ- 
ers.—Under  the  conference  agreement,  the 
provision  in  the  House  bill  prohibiting  tax- 
exempt  organizations  and  State  and  local 
governments  (or  a  political  subdivision  of  a 
State  or  local  government)  from  establish- 
ing qualified  cash  or  deferred  arrangements 
is  adopted. 

The  conference  agreement  provides  that 
this  provision  does  not  apply  to  plans  adopt- 
ed before  (1)  May  6,  1986,  in  the  case  of  an 
arrangement  maintained  by  a  State  or  local 
government  (or  political  subdivision  of  a 
State  or  local  government),  or  (2)  July  2, 
1986,  in  the  case  of  an  arrangement  main- 
tained by  a  tax-exempt  organization.  The 
grandfather  treatment  is  limited  to  the  em- 
ployers who  adopted  the  plan  before  the 
dates  specified  above.  However,  the  grandfa- 
ther treatment  is  not  limited  to  employees 
(or  classes  of  employees)  covered  by  the 
plan  as  of  the  date  the  grandfather  treat- 
ment is  provided. 

The  provision  is  effective  for  years  begin- 
ning after  December  31,  1986.  However,  in 
the  case  of  a  plan  maintained  by  a  State  or 
local  government  that  was  adopted  before 
May  6,  1986  (and  is,  therefore,  eligible  for 
the  grandfather  rule),  the  following  provi- 
sions in  the  conference  agreement  applica- 
ble to  qualified  cash  or  deferred  arrange- 
ments do  not  apply  until  years  beginning 
after  December  31,  1988:  (1)  the  modifica- 
tion of  the  special  nondiscrimination  tests, 
(2)  the  new  definition  of  highly  compensat- 
ed employees.  (3)  the  new  definition  of  com- 
pensation, and  (4)  the  rule  aggregating 
highly  compensated  employees. 

Definition  of  compensation 

The  conference  agreement  adopts  a  uni- 
form definition  of  compensation  for  pur- 
poses of  applying  the  special  nondiscrimina- 
tion requirements,  effective  for  years  begin- 
ning after  December  31,  1988.  (See  descrip- 
tion in  Part  B.I..  below.) 

3.  Nondiscrimination  Requirements  for  Employer 
Matching  Contributions  and  Employee  Con- 
tributions 

Present  Law 

Under  present  law,  a  qualified  plan  may 
permit  employees  to  make  either  after-tax 
or  pre-tax  contributions  to  a  qualified  plan. 
Employee  contributions  to  a  qualified  plan 
may  be  voluntary  or  mandatory.  Mandatory 
employee  contributions  include  those  made 
as  a  condition  of  obtaining  employer-derived 
benefits  (e.g.,  employee  contributions  made 
as  a  condition  of  obtaining  employer  match- 
ing contributions). 

Present  law  provides  that  a  qualified  plan 
may  not  discriminate  in  contributions  and 
benefits  in  favor  of  employees  who  are  offi- 
cers, shareholders,  or  highly  compensated. 
Generally,  this  nondiscrimination  require- 
ment is  satisfied  with  respect  to  employee 
contributions  if  all  participants  are  entitled 
to  make  contributions  on  the  same  terms 
and  conditions.  In  the  past,  voluntary  em- 
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ployee contributions  have  been  permitted  If 
all  participants  are  eligible  to  make  such 
contributions  and  if  no  employee  is  permit- 
ted to  contribute  more  than  10  percent  of 
compensation,  determined  based  on  cumula- 
tive contributions  and  cumulative  compen- 
sation during  the  period  of  participation. 
House  Bill 

Under  the  House  bill,  special  nondiscrim- 
ination rules  are  applied  to  employer  match- 
ing contributions  and  employee  contribu- 
tions under  all  qualified  defined  contribu- 
tion plans.  These  nondiscrimination  tests 
apply  in  addition  to  the  usual  nondiscrim- 
ination rules  applicable  to  qualified  plans. 
Qualified  matching  and  employee  contribu- 
tions 

Under  the  first  test,  a  defined  contribu- 
tion plan  (and  the  employee  contribution 
portion  of  a  defined  benefit  pension  plan) 
will  not  be  treated  as  meeting  the  special 
nondiscrimination  test  with  respect  to  em- 
ployer matching  contributions  that  are 
qualified  employer  matching  contributions 
and  with  resp>ect  to  employee  contributions 
(other  than  deductible  employee  contribu- 
tions) for  a  plan  year  unless  neither  the 
matching  contribution  percentage  nor  the 
employee  contribution  percentage  for 
highly  compensated  employees  exceeds  the 
greater  of  (1)  125  percent  of  the  matching 
contribution  percentage  or  the  employee 
contribution  percentage  for  all  other  eligi- 
ble employees,  or  (2)  the  lesser  of  200  per- 
cent of  the  matching  contribution  percent- 
age or  the  employee  contribution  percent- 
age for  all  other  eligible  employees  or  such 
percentage  plus  2  percentage  points. 

In  order  to  be  qualified  employer  match- 
ing contributions,  employer  matching  con- 
tributions are  required  to  be  (1)  nonforfeit- 
able when  made,  (2)  ineligible  for  withdraw- 
al prior  to  attainment  of  age  59  Vj,  death, 
disability,  separation  from  service,  or  bona 
fide  plan  termination,  and  (3)  no  greater 
than  100  percent  of  the  employee's  contri- 
butions. 
Nonqualified  matching  contributions 

The  House  bill  provides  that  nonqualified 
matching  contributions  (i.e.,  matching  con- 
tributions that  are  not  qualified  matching 
contributions)  are  subject  to  a  special  non- 
discrimination test  under  which  the  match- 
ing contribution  percentage  for  highly  com- 
pensated employees  is  limited  to  the  greater 
of  (1)  110  percent  of  the  matching  contribu- 
tion percentage  for  the  other  eligible  emf 
ployees  or  (2)  the  lesser  of  150  percent  of 
the  matching  contribution  percentage  for 
other  eligible  employees  or  such  percentage 
plus  one  percentage  point. 
Treatment  of  excess  contributions 

As  under  the  provision  of  the  House  bill 
relating  to  qualified  cash  or  deferred  ar- 
rangements, if  the  special  nondiscrimination 
rules  are  not  satisfied  for  any  year,  the  plan 
will  not  be  disqualified  if  the  excess  contri- 
butions (plus  income  allocable  to  such 
excess  contributions)  are  distributed  before 
the  close  of  the  following  plan  year.  Distri- 
bution of  excess  contributions  may  be  made 
notwithstanding  any  other  provision  of  the 
law.  and  the  amount  distributed  is  not  sub- 
ject to  the  additional  Income  tax  on  early 
withdrawals. 
Effective  dates 

The  provisions  relating  to  employer 
matching  contributions  and  employee  con- 
tributions generally  are  effective  for  plan 
years  begirming  after  December  31,  1985. 

A  special  effective  date  is  provided  in  the 
case  of  certain  contributions  under  a  quali- 


fied plan  maintained  pursuant  to  one  or    Special  nondiscrimination  test 
more  collective  bargaining  agreements.  /«  general 

In  addition,  these  provisions  apply  to  any 
plan  maintained  by  a  State  or  local  govern- 
ment in  existence  on  November  6,  1985,  for 
plan  years  beginning  after  November  21, 
1987. 


Senate  Amendment 
In  general 

Under  the  Senate  amendment,  special 
nondiscrimination  rules  are  applied  to  em- 
ployer matching  contributions  and  employ- 
ee contributions  under  all  qualified  defined 
contribution  plans  and  employee  contribu- 
tions under  a  defined  benefit  plan  (to  the 
extent  all(x:ated  to  a  separate  account  on 
behalf  of  the  employee).  These  nondiscrim- 
ination tests  apply  in  lieu  of  the  usual  non- 
discrimination rules  applicable  to  the 
amount  of  contributions  under  qualified 
plans. 

Under  the  first  test,  a  defined  contribu- 
tion plan  (and  the  employee  contribution 
portion  of  a  defined  benefit  pension  plan) 
will  not  be  treated  as  meeting  the  special 
nondiscrimination  test  with  respect  to  em- 
ployer matching  contributions  and  with  re- 
spect to  employee  contributions  for  a  plan 
year  unless  the  contribution  percentage  for 
highly  compensated  employees  does  not 
exceed  the  greater  of  (1)  150  percent  of  the 
contribution  percentage  for  all  other  eligi- 
ble employees,  or  (2)  the  lesser  of  250  iper- 
cent  of  the  contribution  percentage  for  all 
other  eligible  employees  or  such  percentage 
plus  3  percentage  points. 

Employer  contributions  (Including  non- 
elective  and  elective  contributions)  may  be 
treated  like  matching  contributions  if  the 
contributions  (1)  are  nonforfeitable  when 
made,  (2)  are  ineligible  for  withdrawal  prior 
to  attainment  of  age  59 '/a,  death,  disability, 
separation  from  service,  sale  of  a  subsidiary, 
or  plan  termination,  and  (3)  satisfy  the  gen- 
eral nondiscrimination  rules  applicable  to 
such  contributions. 

The  Senate  amendment  applies  rules  simi- 
lar to  the  aggregation  rules  for  qualified 
cash  or  deferred  arrangements  for  purposes 
of  the  special  nondiscrimination  test  for  em- 
ployer matching  and  employee  contribu- 
tions. Thus,  under  the  Senate  amendment, 
if  a  highly  compensated  employee  partici- 
pates In  more  than  one  plan,  all  employer 
matching  contributions,  employee  contribu- 
tions, elective  contributions,  and,  if  the  em- 
ployer so  elects,  qualified  nonelective  contri- 
butions with  respect  to  that  highly  compen- 
sated employee  are  aggregated  and  a  single 
deferral  percentage  is  computed  for  pur- 
poses of  applying  the  special  nondiscrimina- 
tion test  under  each  plan  in  which  the 
highly  compensated  employee  participates. 
Of  course,  the  employer  could  elect  to  ag- 
gregate plans  with  respect  to  all  participat- 
ing employees,  rather  than  merely  highly 
compensated  employees,  in  testing  whether 
the  special  nondiscrimination  test  is  satis- 
fied. 

Effective  dates 

The  provisions  relating  to  employer 
matching  contributions  and  employee  con- 
tributions generally  are  effective  for  plan 
years  beginning  after  December  31.  1988.  A 
special  effective  date  applies  to  plans  main- 
tained pursuant  to  a  collective  bargaining 
agreement. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  House  bill  with  modifications. 


Under  the  conference  agreement,  a  special 
nondiscrimination  test  Is  applied  to  employ- 
er matching  contributions  and  employee 
contributions  under  qualified  defined  con- 
tribution plans  and  employee  contributions 
under  a  defined  benefit  pension  plan  (to  the 
extent  allocated  to  a  separate  account  on 
behalf  of  an  employee)  Including  employee 
contributions  under  a  qualified  cost-of-living 
arrangement.  This  special  nondiscrimina- 
tion test  is  similar  to  the  special  nondiscrim- 
ination test  applicable  to  qualified  cash  or 
deferred  arrangements.  The  conference 
agreement  does  not  follow  the  House  bill 
provision  under  which  a  special  nondiscrim- 
ination test  applies  to  employee  contribu- 
tions and  to  employer  matching  contribu- 
tions that  are  "qualified  matching  contribu- 
tions" and  a  different  nondiscrimination 
test  applies  to  other  employer  matching 
contributions. 

The  conference  agreement  provides  that 
the  s{>eclal  nondiscrimination  test  Is  satis- 
fied for  a  plan  year  if  the  contribution  per- 
centage for  highly  compensated  employees 
does  not  exceed  the  greater  of  (1)  125  per- 
cent of  the  contribution  percentage  for  all 
other  eligible  employees,  or  (2)  the  lesser  of 
200  percent  of  the  contribution  percentage 
for  all  other  eligible  employees,  or  such  per- 
centage plus  2  percentage  points.  The  con- 
tribution percentage  for  a  group  of  employ- 
ees for  a  plan  year  is  the  average  of  the 
ratios  (calculated  separately  for  each  em- 
ployee in  the  group)  of  the  sum  of  matching^ 
and  employee  contributions  on  behalf  of' 
each  such  employee  to  the  employee's  com- 
pensation for  the  year. 

Under  the  conference  agreement,  under 
rules  prescribed  by  the  Secretary,  an  em- 
ployer may  elect  to  take  Into  account  elec- 
tive contributions  and  qualified  nonelective 
contributions  under  the  plan  or  under  any 
other  plan  of  the  employer.  Qualified  none- 
lective contributions  are  defined  to  mean 
any  employer  contribution  (other  than  a 
matching  contribution)  with  respect  to 
which  (1)  the  employee  may  not  elect  to 
have  the  contribution  paid  to  the  employee 
in  cash  in  lieu  of  being  contributed  to  the 
plan,  and  (2)  the  vesting  and  withdrawal  re- 
strictions applicable  to  qualified  cash  or  de- 
ferred arrangements  are  satisfied  (and  hard- 
ship withdrawals  are  not  permitted).  The 
term  "employer  matching  contributions" 
means  any  employer  contribution  made  to 
the  plan  on  account  of  an  employee  contri- 
bution or  an  employee's  elective  deferrals  to 
a  qualified  cash  or  deferred  arrangement. 
The  Secretary  may  prescribe  such  other 
conditions  on  aggregating  types  of  contribu- 
tions for  nondiscrimination  purposes  as  are 
appropriate  to  carry  out  the  Intent  of  the 
provisions. 

Elective  and  nonelective  contributions 
may  only  be  taken  Into  account  for  purposes 
of  the  special  nondiscrimination  rules  If  the 
contributions  taken  into  account  satisfy  the 
applicable  nondiscrimination  rules  and 
other  contributions  would  not  fail  to  satisfy 
applicable  nondiscrimination  rules  If  the 
elective  or  nonelective  contributions  taken 
into  account  were  disregarded. 

For  example.  If  an  employer  maintains  a 
qualified  cash  or  deferred  arrangement,  a 
plan  to  which  after-tax  employee  contribu- 
tions and  matching  contributions  are  made, 
and  a  profit-sharing  plan  with  employer 
contributions  that  are  qualified  nonelective 
contributions,  then  the  employer  can  elect, 
for  purposes  of  the  special  nondiscrimina- 
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tlon  test  for  matching  contributions  and  em- 
ployee contributions,  to  aggregate  (1)  elec- 
tive deferrals  under  the  qualified  cash  or  de- 
ferred arrangement,  (2)  after-tax  employee 
contributions.  (3)  employer  matching  contri- 
butions, and  (4)  qualified  nonelective  contri- 
butions. Further,  for  purposes  of  the  special 
nondiscrimination  test  applicable  to  quali- 
fied cash  or  deferred  arrangements,  the  em- 
ployer can  elect  (subject  to  any  other  rules 
that  may  apply)  to  aggregate  (1)  elective  de- 
ferrals under  the  qualified  cash  or  deferred 
arrangement.  (2)  employer  matching  contri- 
butions that  satisfy  vesting  and  distribution 
rules,  and  (3)  qualified  nonelective  contribu- 
tions. 

For  purposes  of  the  special  nondiscrimina- 
tion test,  if  2  or  more  plans  of  an  employer 
to  which  matching  contributions,  employee 
contributions,  or  elective  contributions  are 
made  are  treated  as  a  single  plan  for  pur- 
poses of  the  coverage  requirements  for 
qualified  plans  (sec.  410(b)),  then  the  plans 
are  treated  as  a  single  plan  for  purposes  of 
the  special  nondiscrimination  test.  In  addi- 
tion, if  a  highly  compensated  employee  par- 
ticipates in  2  or  more  plans  of  an  employer 
to  which  matching  contributions,  employee 
contributions,  or  elective  contributions  are 
made,  then  all  such  contributions  made  on 
behalf  of  the  highly  compensated  employee 
are  aggregated  for  purposes  of  the  special 
nondiscrimination  t^t. 

Under  the  conference  agreement,  any  em- 
ployee who  is  eligible  to  make  an  employee 
contribution  (or.  if  the  employer  taices  elec- 
tive deferrals  into  account,  is  eligible  to 
make  elective  deferrals)  or  is  eligible  to  re- 
ceive a  matching  contribution  is  treated  as 
an  eligible  employee  for  purposes  of  the  spe- 
cial nondiscrimination  test.  In  addition, 
under  the  conference  agreement,  if  an  em- 
ployee contribution  is  required  as  a  condi- 
tion of  participation  in  a  plan,  an  employee 
who  is  eligible  to  participate,  but  fails  to 
make  a  required  contribution,  is  treated  as 
an  eligible  employee  on  behalf  of  whom  no 
employer  contributions  are  made. 
Definition  of  highly  compensated  employee 

The  conference  agreement  modifies  the 
definition  of  highly  compensated  employees 
to  which  the  special  nondiscrimination  test 
applies  and  provides  that  this  uniform  defi- 
nition applies  generally  for  purposes  of  the 
nondiscrimination  requirements  for  quali- 
fied plans  and  employee  benefit  programs 
(see  the  description  in  Part  B.7.,  below). 
Excess  contributions 

The  conference  agreement  generally  fol- 
lows the  House  bill  and  the  Senate  amend- 
ment with  respect  to  the  treatment  of 
excess  contributions  (i.e..  contributions  for 
highly  compensated  employees  that  violate 
the  special  nondiscrimination  requirements 
applicable  to  employer  matching  and  em- 
ployee contributions).  The  conference 
agreement  modifies  the  rules  for  determin- 
ing the  amount  of  income  attributable  to 
excess  contributions.  Under  the  conference 
agreement,  the  amount  of  income  attributa- 
ble to  excess  contributions  is  that  portion  of 
the  income  on  the  participant's  account  bal- 
ance for  the  year  that  bears  the  same  ratio 
as  the  excess  contributions  bear  to  the  total 
account  balance. 

For  purposes  of  assessing  any  withholding 
penalties,  the  excess  contributions  are  treat- 
ed as  the  first  contributions  made  for  a 
year. 

In  addition,  the  conferees  Intend  that  the 
Secretary  will  prescribe  rules  relating  to  the 
coordination  of  an  employee's  excess  defer- 
ral (i.e..  amounts  in  excess  of  the  annual 


limit  on  elective  deferrals  under  a  qualified 
cash  or  deferred  arrangement)  and  the 
excess  contributions  and  that,  generally,  the 
excess  deferrals  are  to  be  calculated  and  dis- 
tributed first  and  then  the  excess  contribu- 
tions are  to  be  allocated  among  the  highly 
compensated  employees  and  distributed. 

Under  the  conference  agreement,  the  pro- 
vision in  the  Senate  amendment  under 
which  excess  contributions  that  are  distrib- 
uted to  a  highly  compensated  employee  are 
not  subject  to  the  additional  income  tax  on 
early  withdrawals  from  qualified  plans  is 
adopted.  In  addition,  the  conferees  intend 
that  a  plan  is  not  required  to  obtain  the 
consent  of  the  participant  or  the  participant 
and  spouse  to  distribute  an  excess  contribu- 
tion. 

The  conference  agreement  provides  that  a 
plan  can  cash  out  excess  contributions  with- 
out regard  to  the  terms  of  the  plan  until  the 
first  plan  year  for  which  plan  amendments 
are  required  (see  Part  E.5.,  below). 
Effective  dates 

The  provisions  generally  are  effective  for 
plan  years  beginning  after  December  31, 
1986. 

A  special  effective  date  applies  to  plans 
maintained  pursuant  to  a  collective  bargain- 
ing agreement.  Under  this  special  rule,  in 
the  case  of  (employees  covered  under)  a 
plan  maintained  pursuant  to  a  collective 
bargaining  agreement  between  employee 
representatives  and  one  or  more  employers 
ratified  before  March  1.  1986.  the  amend- 
ments are  not  effective  for  plan  years  begin- 
ning before  the  earlier  of  (1)  January  1. 
1989.  or  (2)  the  date  on  which  the  last  of 
the  collective  bargaining  agreement  termi- 
nates (determined  without  regard  to  any  ex- 
tensions in  the  collective  bargaining  agree- 
ment). In  the  case  of  a  tax-sheltered  annu- 
ity, the  provisions  are  effective  for  plan 
years  beginning  after  December  31.  1988. 
4.  Unfunded  Deferred  Compensation  Arrange- 
ments of  State  and  Local  Governments 
Present  Law 
Constructive  receipt 

On  February  3.  1978,  the  Internal  Reve- 
nue Service  issued  proposed  regulations 
that  provide  generally  that,  if  payment  of 
an  amount  of  a  taxpayer's  fixed  basic  or 
regular  compensation  is  deferred  at  the  tax- 
payer's individual  election  to  a  taxable  year 
later  than  that  in  which  the  amount  would 
have  been  payable  but  for  the  election,  then 
the  deferred  amount  will  be  treated  as  re- 
ceived in  the  earlier  taxable  year.' 

In  the  Revenue  Act  of  1978,  Congress  ex- 
empted from  the  scope  of  the  proposed  reg- 
ulations compensation  deferred  under  an 
unfunded  deferred  compensation  plan  main- 
tained by  a  taxable  employer.  Under  the 
1978  Act.  the  year  that  deferred  compensa- 
tion is  to  be  included  in  gross  income  under 
certain  private  deferred  compensation  plans 
is  determined  under  the  principles  set  forth 
in  the  rulings,  regulations,  and  judicial  deci- 
sions relating  to  deferred  compensation  that 
were  in  effect  on  February  1,  1978. 

The  1978  Act  also  exempted  from  the 
scope  of  the  proposed  regulation  certain  un- 
funded deferrals  under  an  eligible  deferred 
compensation  plan  of  a  State  or  local  gov- 
ernment (sec.  457).  Certain  tax-exempt 
rural  electric  cooperatives  are  also  eligible 
for  this  exemption.  There  is  currently  no 
specific  provision  governing  deferred  com- 
pensation arrangements  of  nongovernmen- 
tal tax-exempt  organizations. 


>  Prop.  reg.  sec.  1.61-16. 


Eligible  unfunded  deferred  compensation 
plan 

Under  an  eligible  unfunded  deferred  com- 
pensation plan  of  a  State  or  local  govern- 
ment, amounts  of  current  compensation 
that  are  deferred  on  behalf  of  an  employee 
are  included  in  gross  income  when  they  are 
paid  or  made  available.  The  maximum 
annual  deferral  under  such  a  plan  is  the 
lesser  of  (1)  $7,500.  or  (2)  33y3  percent  of 
compensation  (net  of  the  deferral). 
Amounts  contributed  to  a  tax-sheltered  an- 
nuity (both  elective  and  nonelective)  are 
taken  into  account  in  calculating  whether 
an  employee's  deferrals  exceed  the  limits. 

In  general,  amounts  deferred  under  an  eli- 
gible deferred  compensation  plan  may  not 
be  made  available  to  an  employee  before 
separation  from  service  with  the  employer 
or  an  unforeseeable  emergency. 

Under  an  eligible  deferred  compensation 
plan,  distributions  must  be  made  primarily 
for  the  benefit  of  participants,  rather  than 
beneficiaries.  If  a  participant's  benefits  com- 
mence prior  to  death,  the  total  amount  of 
payments  scheduled  to  be  made  to  the  par- 
ticipant must  be  more  than  50  percent  of 
the  maximum  amount  that  could  have  been 
paid  to  the  participant  if  no  provision  were 
made  for  payments  to  the  beneficiary. 

Under  an  eligible  plan,  if  a  participant 
dies  before  the  date  the  entire  amount  de- 
ferred has  been  paid  out.  the  entire  amount 
deferred  (or  the  remaining  portion  thereof, 
if  payment  commenced  before  death)  must 
be  paid  to  the  participant's  beneficiary  over 
a  period  not  exceeding  15  years,  unless  the 
beneficiary  is  the  participant's  surviving 
spouse.  If  the  beneficiary  is  the  partici- 
pant's surviving  spouse,  t)enefits  must  be 
paid  over  the  life  of  the  surviving  spouse  or 
any  shorter  period. 

House  Bill 
Application  to  tax-exempt  employers 

The  House  bill  applies  the  limitations  and 
restrictions  applicable  to  eligible  and  ineligi- 
ble unfunded  deferred  compensation  plans 
of  State  and  local  governments  to  unfunded 
deferred  compensation  plans  maintained  by 
nongovernmental  tax-exempt  organizations. 
In  addition,  the  House  bill  (1)  requires  that 
amounts  deferred  by  an  employee  under  a 
qualified  cash  or  deferred  arrangement  that 
is  grandfathered  under  the  bill  be  taken 
into  account  in  determining  whether  the 
employee's  deferrals  under  an  eligible  de- 
ferred compensation  plan  exceed  the  limits 
on  deferrals  under  the  eligible  plan;  (2) 
modifies  the  distribution  requirements  ap- 
plicable to  eligible  deferred  compensation 
plans:  (3)  permits  rollovers  between  eligible 
deferred  compensation  plans;  and  (4)  modi- 
fies the  rule  that  an  employee  is  taxable  on 
deferrals  under  an  eligible  plan  when  such 
amounts  are  made  available. 

Distribution  requirements 

The  House  bill  modifies  the  distribution 
requirements  for  eligible  deferred  compen- 
sation plans  maintained  by  State  and  local 
governments  and  nongovernmental  tax- 
exempt  entities.  As  modified,  distributions 
commencing  prior  to  the  death  of  a  partici- 
pant under  an  eligible  deferred  compensa- 
tion plan  are  required  to  satisfy  a  payout 
schedule  under  which  benefits  projected  to 
be  paid  over  the  lifetime  of  the  participant 
are  at  least  66%  percent  of  the  total  bene- 
fits payable  with  respect  to  the  participant. 

If  the  participant  dies  prior  to  the  date 
that  the  participant's  entire  interest  has 
been  distributed,  or  if  the  participant  dies 
prior  to  commencement  of  the  distribution 
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of  benefits,  the  bill  requires  that  payments 
to  the  participant's  beneficiary  commence 
within  60  days  of  the  close  of  the  plan  year 
in  which  the  participant's  death  occurs  and 
that  the  entire  amount  deferred  be  distrib- 
uted over  a  period  not  in  excess  of  15  years, 
unless  the  beneficiary  is  the  participant's 
surviving  spouse.  If  the  beneficiary  is  the 
participant's  surviving  spouse,  payments 
must  be  made  over  the  life  of  the  surviving 
spouse  or  any  shorter  period. 

Whenever  distributions  (pre-  or  post- 
death)  are  to  be  made  over  a  period  extend- 
ing beyond  one  year,  the  bill  requires  that 
the  distribution  be  made  in  substantially 
nonincreasing  periodic  payments  no  less  fre- 
quently than  annually. 

The  House  bill  provides  that  benefits  are 
not  treated  as  made  available  under  an  eligi- 
ble deferred  compensation  plan  merely  be- 
cause an  employee  is  allowed  to  elect  to  re- 
ceive a  lump-sum  payment  within  60  days  of 
the  election.  However,  the  60-day  rule  only 
applies  if  the  employee's  total  deferred  ben- 
efit does  not  exceed  $3,500  and  no  addition- 
al amounts  may  l)e  deferred  with  respect  to 
the  employee. 

The  House  bill  also  amends  present  law  to 
permit  the  rollover  of  benefits  between  eli- 
gible deferred  compensation   plans  under 
certain  circumstances. 
State  judicial  plaits 

The  House  bill  exempts  from  the  new  re- 
quirements for  eligible  deferred  compensa- 
tion plans  any  qualified  State  judicial  plan 
(as  defined  in  sec.  131(c)(3)<B)  of  the  Reve- 
nue Act  of  1978,  as  amended  by  sec.  252  of 
the  Tax  Equity  and  Fiscal  Responsibility 
Act  of  1982). 

Effective  date 

The  provisions  are  effective  for  taxable 
years  beginning  after  December  31, 1985. 
Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  rules  relating  to 
unfunded  deferred  compensation  plans  of 
State  and  local  governments  are  not  ex- 
tended to  tax-exempt  employers. 

The  provisions  are  effective  for  taxable 
years  beginning  after  December  31. 1988. 

Conference  Agreement 
Application  to  tax-exempt  employers 

The  conference  agreement  follows  the 
House  bill  provision  extending  the  rules  re- 
lating to  eligible  unfunded  deferred  com- 
pensation plans  of  State  and  local  govern- 
ments to  tax-exempt  organizations.  In  addi- 
tion, the  conference  agreement  provides 
that  a  plan  maintained  by  a  tax-exempt  or- 
ganization that  does  not  meet  the  require- 
ments of  an  eligible  deferred  compensation 
plan  is  immediately  treated  as  not  meeting 
such  requirements  without  regard  to  notifi- 
cation by  the  Secretary  or  a  grace  period. 
The  conference  agreement  also  provides 
that  amounts  deferred  under  an  eligible  de- 
ferred compensation  plan  are  treated  as 
elective  contributions  unOer  a  tax-sheltered 
annuity  for  purposes  of  the  special  catch-up 
election. 
Distribution  requirements 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment, 
except  that  the  conference  agreement  pro- 
vides that  employees  under  an  eligible  un- 
funded deferred  compensation  plan  are  sub- 
ject to  the  required  beginning  date  and  min- 
imum required  distribution  requirements 
applicable  to  qualified  plans  (sec.  401(a)(9)). 
in  addition  to  the  special  distribution  rules 
applicable  under  section  457.  The  confer- 


ence agreement  permits  transfers,   rather 
than  rollovers,  between  eligible  plans. 
Effective  dates 

The  provision  extending  the  eligible  un- 
funded deferred  compensation  rules  to  tax- 
exempt  employers  Is  effective  for  taxable 
years  beginning  after  December  31,  1986. 

An  exception  is  provided  under  the  con- 
ference agreement  for  amounts  deferred 
under  a  plan  which  (1)  were  deferred  from 
taxable  years  beginning  t>efore  January  1, 
1987,  or  (2)  are  deferred  from  taxable  years 
beginning  after  December  31.  1986.  pursu- 
ant to  an  agreement  that  (i)  was  in  writing 
on  Augiist  16,  1986,  and  (ii)  on  August  16, 
1986.  provided  for  a  deferral  for  each  tax- 
able year  of  a  fixed  amount  or  an  amount 
determined  pursuant  to  a  fixed  formula. 
This  exception  does  not  apply  with  respect 
to  amounts  deferred  in  a  fixed  amount  or 
under  a  fixed  formula  for  any  taxable  year 
ending  after  the  date  on  which  the  amount 
or  formula  is  modified  after  August  16,  1986. 
Providing  the  participant  with  any  discre- 
tion regarding  the  amount  of  the  deferral 
constitutes  a  modification  to  this  purpose. 

For  purposes  of  the  grandfather  rule, 
amounts  are  considered  deferred  from  a  tax- 
able year  if,  but  for  the  deferral,  they  would 
have  been  paid  in  that  year.  Also,  in  apply- 
ing the  limits  to  a  deferral  not  grandfa- 
thered, grandfathered  amounts  are  taken 
into  account. 

The  modifications  to  the  distribution  re- 
quirements applicable  to  eligible  unfunded 
deferred  compensation  plans  generally  are 
effective  for  taxable  years  beginning  after 
December  31,  1988.  However,  the  provisions 
( 1 )  permitting  transfers  between  eligible  un- 
funded deferred  compensation  plans  and  (2) 
permitting  cashouts  of  certain  benefits 
without  constructive  receipt  are  effective 
with  respect  to  transfers  or  distributions  in 
years  begirming  after  December  31,  1985. 
5.  Deferred  Annuity  Contracts 
Present  Law 

Under  present  law.  income  credited  to  a 
deferred  annuity  contract  is  not  currently 
includible  in  the  gross  Income  of  the  owner 
of  the  contract  nor  is  the  income  taxed  to 
the  insurance  company  issuing  the  contract. 
In  general,  amounts  received  by  the  owner 
of  an  annuity  contract  before  the  annuity 
starting  date  (including  loans  under  or  se- 
cured by  the  contract)  are  includible  in 
gross  income  as  ordinary  income  to  the 
extent  that  the  cash  value  of  the  contract 
pxceeds  the  owner's  investment  in  the  con- 
tract. A  portion  of  each  distribution  re- 
ceived after  the  annuity  starting  date  is 
treated  as  ordinary  income  based  on  the 
ratio  of  the  investment  in  the  contract  to 
the  total  distributions  expected  to  be  re- 
ceived. 

Present  law  provides  an  additional  income 
tax  on  certain  early  withdrawals  under  an 
annuity  contract.  Under  present  law, 
amounts  withdrawn  from  an  aimuity  con- 
tract before  the  owner  of  the  contract  at- 
tains age  59  V^  are  subject  to  an  additional 
Income  tax  equal  to  5  percent  of  the  amount 
of  the  withdrawal  includible  in  income.  This 
additional  tax  is  not  imposed  if  the  distribu- 
tion is  (a)  one  of  a  series  of  substantially 
equal  periodic  payments  made  for  the  life  of 
the  taxpayer  or  over  a  period  extending  for 
at  least  60  months  after  the  annuity  start- 
ing date,  or  (b)  is  allocable  to  investment  in 
the  contract  before  August  14.  1982. 

House  Bill 
Income  on  the  contract 

Under  the  House  bill,  if  any  aimuity  con- 
tract is  held  by  a  person  who  is  not  a  natu- 


ral person  (such  as  a  corporation),  then  the 
contract  is  not  treated  as  an  aimuity  con- 
tract for  Federal  income  tax  purposes  and 
the  income  on  the  contract  for  any  taxable 
year  is  treated  as  ordinary  income  received 
or  accrued  by  the  owner  of  the  contract 
during  the  taxable  year.  In  the  case  of  a 
contract  the  nominal  owner  of  which  is  a 
person  who  is  not  a  natural  person  (e.g.,  a 
corporation  or  a  trust),  but  the  beneficial 
owner  of  which  is  a  natural  person,  the  con- 
tract is  treated  as  held  by  a  natural  person. 

Income  on  the  contract  means  the  excess 
of  (1)  the  sum  of  the  net  surrender  value  of 
the  contract  at  the  end  of  the  taxable  year 
and  any  amounts  distributed  under  the  con- 
tract for  all  years,  over  (2)  the  investment  In 
the  contract  (i.e.,  the  aggregate  amount  of 
premiums  paid  under  the  contract  minus 
policyholder  dividends  or  thfe  aggregate 
amounts  received  under  the  contract  that 
have  not  been  included  in  income). 

The  provision  does  not  apply  to  any  annu- 
ity contract  that  is  acquired  by  the  estate  of 
a  decedent  by  reason  of  the  death  of  the  de- . 
cedent,  is  held  under  a  qualified  plan  (sec. 
401(a)  or  403(a)),  as  a  tax-sheltered  annuity 
(sec.  403(b))  or  under  an  IRA,  or  is  a  quali- 
fied funding  asset  for  purposes  of  a  struc- 
tured settlement  agreement  (sec.  130). 

Early  withdrawal  tax 

In  addition,  the  House  bill  extends  the  ad- 
ditional income  tax  on  early  withdrawals 
from  qualified  plans  and  IRAs  to  deferred 
annuity  contracts.  In  the  case  of  a  with- 
drawal from  a  deferred  annuity  contract 
prior  to  the  owner's  attainment  of  age  59V«, 
death,  or  disability,  an  additional  income 
tax  is  imposed  equal  to  15  percent  of  the 
amount  includible  in  income.  The  additional 
income  tax  does  not  apply  in  the  case  of 
substantially  equal  periodic  payments  over 
the  life  of  the  owner  or  over  the  lives  of  the 
owner  and  a  beneficiary. 

Effective  dates 

The  provisions  of  the  House  bill  are  effec- 
tive for  contributions  made  or  withdrawals 
occurring  after  December  31.  1985.  An  ex- 
ception to  the  provision  that  modifies  the 
additional  income  tax  on  early  withdrawals 
is  provided  for  individuals  who,  as  of  No- 
vemljer  6.  1985,  have  commenced  receiving 
benefits  under  the  contract  pursuant  to  a 
written  election  designating  a  specific  sched- 
ule of  benefit  payments. 

Senate  Amendment 
Income  on  the  contract 

Same  as  the  House  bill. 
Early  unthdrawal  tax 

The  Senate  amendment  retains  the 
present-law  5-percent  early  withdrawal  tax 
and  modifies  the  circumstances  under  which 
the  tax  is  Imposed.  In  the  case  of  a  with- 
drawal from  a  deferred  annuity  contract 
before  the  owner  attains  age  59^,  dies,  or 
becomes  disabled,  the  5-percent  additional 
Income  tax  applies  unless  the  distribution  is 
part  of  a  series  of  substantially  equal  peri- 
odic payments  over  the  life  of  the  owner  or 
over  the  lives  of  the  owner  and  a  benefici- 
ary. 
Effective  dates 

The  provision  of  the  Senate  amendment 
relating  to  the  taxation  of  Income  on  a  de- 
ferred annuity  contract  Is  effective  for 
amounts  Invested  after  February  28,  1986. 
The  provision  of  the  bill  modifying  the  addi- 
tional income  Ux  on  early  withdrawals  is  ef- 
fective for  distributions  in  taxable  years  be- 
ginning after  December  31.  1986.  An  excep- 
tion to  the  provision  that  modifies  the  addl- 
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tlonal  income  tax  on  early  withdrawals  is 
provided  for  individuals  who.  as  of  March  1, 
1986,  have  commenced  receiving  benefits 
under  the  contract  pursuant  to  a  written 
election  desigrnating  a  specific  schedule  of 
benefit  payments. 

Conference  Agreement 
Income  on  the  contract 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  with 
modifications.  Under  the  conference  agree- 
ment, the  exceptions  to  the  tax  treatment 
of  annuity  contracts  held  by  nonnatural 
persons  is  expanded  in  three  respects. 

First,  an  exception  is  provided  for  an  an- 
nuity which  constitutes  a  qualified  funding 
asset  (as  defined  in  sec.  130(d),  but  without 
regard  to  whether  there  is  a  qualified  as- 
signment). Thus,  an  exception  is  provided 
for  (1)  qualified  funding  assets  purchased 
by  structured  settlement  companies,  and  (2) 
annuity  contracts  (which  otherwise  meet 
the  definition  of  a  qualified  funding  asset) 
purchased  and  held  directly  by  a  property 
or  casualty  insurance  company  to  fund  peri- 
odic payments  for  damages. 

Second,  the  conference  agreement  pro- 
vides an  exception  in  the  case  of  a  deferred 
annuity  that  (1)  is  purchased  by  an  employ- 
er upon  the  termination  of  a  qualified  plan 
and  (2)  is  held  by  the  employer  until  the 
employee  separates  from  service  with  the 
employer. 

Third,  an  exception  Is  provided  for  an  im- 
mediate annuity,  which  is  defined  as  an  an- 
nuity (1)  which  is  purchased  with  a  single 
premium  or  annuity  consideration,  and  (2) 
the  annuity  starting  date  of  which  com- 
mences no  later  than  1  year  from  the  date 
of  purchase  of  the  annuity. 

The  provision  is  effective   for  contribu- 
tions to  annuity  contracts  after  February 
28,  1986. 
Early  withdrawal  tax 

Under  the  conference  agreement,  the 
early  withdrawal  tax  on  deferred  annuities 
is  increased  from  5  to  10  percent.  The  con- 
ference agreement  follows  the  Senate 
amendment  with  respect  to  the  exception  to 
the  tax  in  the  case  of  certain  distributions 
over  the  life  (or  joint  lives)  of  the  taxpayer 
(and  the  taxpayer's  beneficiary)  and.  in  ad- 
dition, provides  an  exception  to  the  tax  in 
the  case  of  an  immediate  annuity. 

As  under  the  Senate  amendment,  the  con- 
ference agreement  provides  that  if  distribu- 
tions to  an  individual  are  not  subject  to  the 
tax  because  of  application  of  the  substan- 
tially equal  payment  exception,  the  tax  will 
nevertheless  be  imposed  if  the  individual 
changes  the  distribution  method  prior  to 
age  59  Vi  to  a  method  which  does  not  qualify 
for  the  exception.  The  additional  tax  will  be 
imposed  in  the  first  taxable  year  in  which 
the  modification  is  made  and  will  be  equal 
to  the  tax  (as  determined  under  regulations) 
that  would  have  been  imposed  had  the  ex- 
ception not  applied.  For  example,  if,  at  age 
50,  an  individual  begins  receiving  payments 
luider  a  distribution  method  which  provides 
for  substantially  equal  payments  over  the 
individual's  life  expectancy,  and,  at  age  58, 
the  individual  elects  to  receive  the  remain- 
ing benefits  in  a  lump  sum,  the  additional 
tax  will  apply  to  the  lump  sum  and  to 
amounts  previously  distributed. 

In  addition,  the  recapture  tax  will  apply  if 
an  individual  does  not  receive  payments 
tuider  a  method  that  qualifies  for  the  excep- 
tion for  at  least  5  years,  even  if  the  method 
of  distribution  is  modified  after  the  individ- 
ual attains  age  59  V<!.  Thus,  for  example,  if 
an  individual  begins  receiving  payments  in 


substantially  equal  installments  at  age  56, 
and  alters  the  distribution  method  to  a  form 
that  does  not  qualify  for  the  exception  prior 
to  attaiimient  of  age  61,  the  additional  tax 
will  be  imposed  on  amounts  distributed 
prior  to  age  59  Vi  as  if  the  exception  had  not 
applied.  The  additional  tax  will  not  be  im- 
posed on  amounts  distributed  after  attain- 
ment of  age  59  V4. 

Further,  the  conference  agreement  pro- 
vides an  exception  to  the  additional  income 
tax  on  early  withdrawals  in  the  case  of  an 
annuity  which  constitutes  a  qualified  fund- 
ing asset  (as  defined  in  sec.  13<Kd),  but  with- 
out regard  to  whether  there  is  a  qualified 
assignment). 

The    provision    is    effective    for    taxable 
years  beginning  after  December  31.  1986. 
6.    Elective   Contributions    Under   Tax-Sheltered 
Annuities 

Present  Law 

Under  present  law.  public  schools  and  cer- 
tain tax-exempt  organizations  (including 
churches  and  certain  organizations  associat- 
ed with  churches)  may  make  payments  on 
behalf  of  an  employee  to  purchase  a  tax- 
sheltered  annuity  contract  (sec.  403(b)). 
Payments  to  a  custodial  account  investing  in 
stock  of  a  regulated  investment  company 
(e.g..  a  mutual  fund)  are  also  permitted. 

The  amount  paid  by  the  employer  is  ex- 
cluded from  the  employee's  income  for  the 
taxable  year  to  the  extent  the  payment  does 
not  exceed  the  employee's  exclusion  allow- 
ance for  the  taxable  year.  The  exclusion  al- 
lowance is  generally  equal  to  20  percent  of 
the  employee's  includible  compensation 
from  the  employer  multiplied  by  the 
number  of  the  employee's  years  of  service 
with  that  employer,  reduced  by  amounts  al- 
ready paid  by  the  employer  to  purchase  the 
annuity  (sec.  403(b)(2)). 

Employer  payments  to  purchase  a  tax- 
sheltered  annuity  contract  for  an  employee 
are  also  subject  to  the  overall  limits  on  con- 
tributions and  benefits  under  qualified 
plans.  Because  tax-sheltered  annuities  gen- 
erally are  defined  contribution  plans,  the 
limit  on  the  annual  additions  on  behalf  of 
an  employee  generally  is  the  lesser  of  25 
percent  of  compensation  or  $30,000.  Certain 
catch-up  elections  allow  an  employer  to  con- 
tribute in  excess  of  the  usual  percentage 
limits  in  certain  years. 

House  Bill 
Limit  on  elective  deferrals 

Under  the  House  bill,  the  maximum 
amount  that  an  employee  can  elect  to  defer 
for  any  taxable  year  under  all  tax-sheltered 
annuities  in  which  the  employee  partici- 
pates is  limited  to  $7,000.  In  addition,  the 
$7,000  limit  is  coordinated  with  elective 
401(k)  deferrals  and  the  annual  deduction 
limit  for  IRA  contributions. 
Special  catch-up  election 

The  House  bill  provides  an  exception  to 
the  $7,000  annual  limit  (but  not  to  the  oth- 
erwise applicable  exclusion  allowance  (sec. 
403(b)  or  the  overall  limit  on  contributions 
and  benefits  (sec.  415))  in  the  case  of  em- 
ployees of  an  educational  organization,  a 
hospital,  a  home  health  service  agency,  or  a 
church,  or  a  convention  or  association  of 
churches.  Under  this  exception,  any  eligible 
employee  who  had  completed  15  years  of 
service  with  the  employer  would  be  permit- 
ted to  make  an  additional  salary  reduction 
contribution  under  the  following  conditions: 

( 1 )  In  no  year  can  the  additional  contribu- 
tions be  more  than  $3,000; 

(2)  An  aggregate  limit  of  $15,000  applies 
to  the  total  amount  of  contributions  that,  in 
any  year,  exceed  $7,000;  and 


(3,)  In  no  event  can  this  exception  be  used 
if  an  individual's  lifetime  elective  deferrals 
exceed  the  individual's  lifetime  limit. 

The  lifetime  limit  on  elective  deferrals  for 
an  individual,  solely  for  purposes  of  the  spe- 
cial catch-up  rule,  is  $5,000  multiplied  by 
the  number  of  years  of  service  that  the  indi- 
vidual performed  with  the  employer. 

Effective  dates 

The  provisions  generally  are  effective  for 
years  beginning  after  December  31,  1985.  A 
delayed  effective  date  is  provided  for  collec- 
tively bargained  plans. 

Senate  Amendment 

No  provision. 

Conference  Agreement 
Limit  on  elective  deferrals 

The  conference  agreement  follows  the 
House  bill,  except  that  the  annual  limit  on 
elective  deferrals  under  a  tax-sheltered  an- 
nuity Is  increased  to  $9,500.  The  $9,500  limit 
applies  until  the  cost-of-living  adjustments 
to  the  annual  limit  on  elective  deferrals 
under  a  qualified  cash  or  deferred  arrange- 
ment raise  that  limit  from  $7,000  to  $9,500, 
at  which  time  the  limit  on  elective  deferrals 
under  a  tax-sheltered  annuity  is  also  in- 
dexed in  the  same  manner  as  the  indexing 
of  the  armual  limit  for  elective  deferrals 
under  a  qualified  cash  or  deferred  arrange- 
ment. 

The  conference  agreement  clarifies  the 
definition  of  elective  deferrals  to  which  the 
annual  limit  applies.  In  the  case  of  an  em- 
ployer that  allows  employees  a  one-time 
election  to  participate  In  a  contributory  de- 
fined benefit  pension  plan  with  a  single 
mandatory  contribution  rate  or  a  tax-shel- 
tered annuity  program  with  elective  defer- 
rals, neither  the  election  of  an  employee  to 
participate  In  the  defined  benefit  plan  nor 
the  employee  contributions  made  to  the  de- 
fined benefit  plan  are  to  be  treated  as  elec- 
tive deferrals  for  purposes  of  the  annual 
limit.  Similarly,  If  an  employee  is  required 
to  contribute  a  fixed  percentage  of  compen- 
sation to  a  tax-sheltered  annuity  as  a  condi- 
tion of  employment,  the  contributions  are 
not  treated  as  elective  deferrals.  This  is  con- 
sidered elective  deferrals  If  the  employer 
and  employee  enter  into  temporary  employ- 
ment contracts.  The  conferees  do  not  intend 
these  examples  to  constitute  the  only  situa- 
tions in  which  contributions  are  not  treated 
as  elective  deferrals.  The  conferees  direct 
the  Secretary  to  provide  guidance  to  em- 
ployers on  other  contributions  that  are  not 
to  be  treated  as  elective  deferrals. 

Special  catch-up  election 

The  conference  agreement  follows  the 
House  bin  and  extends  the  special  catch-up 
election  to  employees  of  health  and  welfare 
service  agencies. 

Effective  dates 

The  provisions  are  effective  for  taxable 
years  beginning  after  December  31. 1986. 

A  special  effective  date  applies  to  plans 
maintained  pursuant  to  a  collective  bargain- 
ing agreement.  Under  this  special  rule,  with 
respect  to  employees  covered  under  a  plan 
maintained  pursuant  to  a  collective  bargain- 
ing agreement  between  employee  represent- 
atives and  one  or  more  employers  ratified 
before  March  1,  1986,  the  amendments  are 
not  effective  for  plan  years  beginning  before 
the  earlier  of  (1)  January  1,  1989,  or  (2)  the 
date  on  which  the  last  of  the  collective  bar- 
gaining agreement  terminates  (determined 
without  regard  to  any  extensions  in  the  col- 
lective bargaining  agreement). 
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7.  Special  Rules  for  Simpliried   Employee  Pen- 
sions 

Present  Law 

Under  present  law,  if  an  IRA  qualifies  as  a 
simplified  employee  pension  (SEP),  the 
annual  IRA  deduction  limit  is  increased  to 
the  lesser  of  $30,000  or  15  percent  of  com- 
pensation. The  increased  deduction  limit  ap- 
plies only  to  employer  contributions  made 
on  behalf  of  an  employee  to  the  SEP  and 
does  not  apply  to  an  employee's  salary  re- 
duction contributions. 

House  Bill 

No  provision. 

Senate  Amendment 
In  general 

The  Senate  amendment  revises  the  quali- 
fication requirements  relating  to  SEPs  to 
permit  employees  to  elect  to  have  SEP  con- 
tributions made  on  their  behalf  or  to  receive 
the  contributions  in  cash.  In  addition,  the 
Senate  amendment  makes  miscellaneous 
changes  to  the  SEP  requirements  to  de- 
crease the  administrative  requirements  ap- 
plicable to  an  employer  maintaining  a  SEP. 
Salary  reduction  SEPs 

Under  the  Senate  amendment,  employees 
who  participate  in  a  SEP  would  be  permit- 
ted to  elect  to  have  contributions  made  to 
the  SEP  or  to  receive  the  contributions  in 
cash.  If  an  employee  elects  to  have  contribu- 
tions made  on  the  employee's  behalf  to  the 
SEP,  the  contribution  is  not  treated  as 
having  been  distributed  or  made  available  to 
the  employee.  Elective  deferrals  under  a 
SEP  are  to  be  treated  as  similar  to  elective 
deferrals  under  a  qualified  cash  or  deferred 
arrangement  and,  thus,  are  subject  to  the 
$7,000  (indexed)  cap  on  elective  deferrals. 

The  Senate  amendment  provides  that  the 
election  to  have  amounts  contributed  to  a 
SEP  or  received  in  cash  is  available  only  if 
at  least  50  percent  of  the  employees  of  the 
employer  elect  to  have  amounts  contributed 
to  the  SEP.  This  exception  to  the  construc- 
tive receipt  principle  is  available  only  in  a 
taxable  year  in  which  the  employer  main- 
taining the  SEP  has  25  or  fewer  employees 
as  of  the  beginning  of  the  year. 

Under  the  Senate  amendment,  the  defer- 
ral percentage  for  each  highly  compensated 
employee  cannot  exceed  150  percent  of  the 
average  deferral  percentage  for  all  other  eli- 
gible employees.  Matching  and  nonelective 
contributions  may  not  be  taken  into  account 
in  determining  the  deferral  percentage. 
SEP  deduction  converted  to  exclusion  from 
income 

Under  the  Senate  amendment,  the 
amounts  contributed  to  a  SEP  by  an  em- 
ployer on  behalf  of  an  employee  and  the 
elective  deferrals  under  a  SEP  are  excluda- 
ble from  gross  income,  rather  than  deducti- 
ble as  under  present  law.  The  elective  defer- 
rals are  included  as  wages  for  employment 
tax  punxises. 

In  addition,  the  Senate  amendment  (1) 
modifies  the  rules  relating  to  maintaining  a 
SEP  on  a  calendar  year  basis,  and  (2)  pre- 
scribes rules  for  maintaining  a  SEP  on  a 
taxable  year  basis. 
Participation  requirements 

Under  the  Senate  amendment,  the  partici- 
pation requirements  for  SEPs  are  modified 
to  require  that  an  employer  make  contribu- 
tions for  a  year  on  behalf  of  each  employee 
who  (1)  has  attained  age  21,«  (2)  has  per- 


•  Age  25  is  reduced  to  age  21  under  the  provisions 
of  the  conference  agreement  making  technical  cor- 
rections to  the  Retirement  Equity  Act  of  1984. 


formed  services  for  the  employer  during  at 
least  3  of  the  immediately  preceding  5  years, 
and  (3)  received  at  least  $300  in  compensa- 
tion from  the  employer  for  the  year. 

In  addition,  the  Senate  amendment  pro- 
vides that  this  100-percent  participation  re- 
quirement applies  separately  to  elective  ar- 
rangements and,  for  purposes  of  such  elec- 
tive arrangements,  an  individual  who  is  eli- 
gible is  deemed  to  receive  an  employer  con- 
tribution. If  nonelective  SEP  contributions 
are  made  for  any  employee,  nonelective  con- 
tributions must  be  made  for  all  employees 
satisfying  the  participation  requirements. 
Similarly,  if  any  employee  is  eligible  to 
make  elective  SEP  deferrals,  all  employees 
satisfying  the  participation  requirements 
must  be  eligible  to  make  elective  SEP  defer- 
rals. 

Wage-based    contribution     limitation    for 
SEPs 

Under  the  Senate  amendment,  the 
$200,000  limit  on  compensation  taken  into 
account  and  the  $300  de  minimis  threshold 
are  indexed  at  the  same  time  and  in  the 
same  manner  as  the  dollar  limits  on  benefits 
under  a  defined  benefit  pension  plan  (sec. 
415(d)). 
Definition  of  computation  period 

The  Senate  amendment  permits  an  em- 
ployer to  elect  to  use  its  taxable  year  rather 
than  the  calendar  year  for  purposes  of  de- 
termining contributions  to  a  SEP. 
Integration  rules 

The  Senate  amendment  eliminates  the 
current  rules  under  which  nonelective  SEP 
contributions  may  be  combined  with  em- 
ployer OASDI  contributions  for  ourposes  of 
the  applicable  nondiscriminatin  require- 
ments. In  place  of  these  rules,  le  Senate 
amendment  permits  nonelective  t>  "P  contri- 
butions to  be  tested  for  nondisct  nination 
under  the  new  rules  for  qualifieo  defined 
contribution  plans  permitting  a  lim  ed  dis- 
parity between  the  contribution  perc  ntages 
applicable  to  compensation  below  ai  d  com- 
pensation above  the  social  security  wage 
base. 
Effective  date 

The  provisions  are  effective  for  years  be- 
ginning after  December  31,  1986. 
Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment  with  two  modifications 
of  the  special  nondiscrimination  test  appli- 
cable to  salary  reduction  SEPs. 

Under  the  first  modification,  the  deferral 
percentage  for  each  highly  compensated 
employee  cannot  exceed  the  average  defer- 
ral percentage  for  all  other  nonhighly  com- 
pensated eligible  employees  by  more  than 
125  percent. 

Under  the  second  modification,  the  excep- 
tion from  the  rule  of  constructive  receipt  is 
limited  to  employers  that  did  not  have  more 
than  25  employees  at  any  time  during  the 
prior  taxable  year. 

The  provisions  apply  for  taxable  years  be- 
ginning after  December  31,  1986. 
8.  Deductible  Contributions  Permitted  under  Sec- 
tion SOKcX  18)  Plans 

Present  Law 

Under  present  law,  a  trust  or  trusts  cre- 
ated before  June  25,  1959,  forming  part  of  a 
pension  plan  funded  solely  by  contributions 
of  employees  is  entitled  to  tax-exempt 
status  under  section  501(a)  of  the  Code  (sec. 
501(0(18)). 

Rev.  Rul.  54-190,  1954-1  C.B.  46,  conclud- 
ed that  contributions  to  a  pension  plan  de- 
scribed above  were  deductible  as  union  dues 


by  an  employee  making  such  contributions. 
In  1982,  the  Internal  Revenue  Service  de- 
clared Rev.  Rul.  54-190  obsolete.' 

House  Bill 

No  provision. 

Senate  Amendment 

Under  the  amendment,  employees  who 
participate  in  a  section  501(c>(18)  pension 
plan  are  permitted  to  elect  to  make  deducti- 
ble contributions  if  certain  requirements  are 
met.  If  an  employee  elects  to  make  a  deduct- 
ible contribution  to  the  plan,  the  contribu- 
tion is  deductible  up  to  the  lesser  of  $7,000 
(coordinated  with  the  limit  on  elective  de- 
ferrals) or  25  percent  of  the  compensation 
of  the  employee  includible  in  income  for  the 
taxable  year. 

The  amendment  provides  that  the  elec- 
tion to  make  deductible  contributions  to  a 
section  501(c)(18)  plan  is  available  only  if 
the  plan  satisfies  a  special  nondiscrimina- 
tion test  similar  to  the  test  applicable  to  a 
qualified  cash  or  deferred  arrangement.  If 
the  test  is  not  satisfied,  rules  similar  to  the 
rules  applicable  to  excess  contributions 
under  a  qualified  cash  or  deferred  arrange- 
ment are  to  apply. 

Conference  Agreement 
The   conference    agreement   follows    the 
Senate  amendment. 

The  provision  is  effective  for  contribu- 
tions made  in  taxable  years  beginning  after 
December  31,  1986. 

B.  Nondiscrimination  Requirements 

I.  Minimum  Coverafce  Requirements  for  Qualified 
Plans 

Present  Law 
A  plan  generally  satisfies  the  present-law 
coverage  rule  if  (1)  it  benefits  a  significant 
percentage  of  the  employer's  workforce 
(percentage  test),  or  (2)  it  benefits  a  classifi- 
cation of  employees  determined  by  the  Sec- 
retary not  to  discriminate  in  favor  of  em- 
ployees who  are  officers,  shareholders,  or 
highly  compensated  (classification  test). 

Percentage  test 

A  plan  meets  the  percentage  test  if  (1)  it. 
benefits  at  least  70  percent  of  all  employees, 
or  (2)  it  benefits  at  least  80  percent  of  the 
employees  eligible  to  benefit  under  the  plan 
and  at  least  70  percent  of  all  employees  are 
eligible  (i.e..  the  plan  benefits  at  least  56 
percent  of  all  employees). 

Classification  test 

A  plan  meets  the  classification  test  if  the 
Secretary  determines  that  it  covers  a  classi- 
fication of  employees  that  does  not  discrimi- 
nate in  favor  of  employees  who  are  officers, 
shareholders,  or  highly  compensated 
(highly  compensated  employees). 

Under  Treasury  regulations,  the  determi- 
nation as  to  whether  a  classification  dis- 
criminates in  favor  of  highly  compensated 
employees  is  to  be  made  on  the  basis  of  the 
surrounding  facts  and  circumstances  of  each 
case,  allowing  for  a  reasonable  difference 
between  the  ratio  of  highly  compensated 
employees  who  are  benefited  by  the  plan  to 
all  such  employees  and  the  corresponding 
ratio  calculated  for  employees  who  are  not 
highly  compensated. 

Published  rulings  (e.g..  Rev.  Rul.  83-58) 
applying  the  classification  test  include  as 
relevant  facts  and  circumstances  the  per- 
centage of  total  employees  covered  and  the 
compensation  of  the  covered  employees  and 
the  compensation  of  the  excluded  employ- 


'  Rev.  Rul.  82-127.  1982-1  C.B.  215. 
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ees.  The  regulations  also  provide  that  a 
showing  that  a  specified  percentage  of  par- 
ticipants in  a  plan  are  not  highly  compen- 
sated is  not  sufficient  to  establish  that  the 
plan  does  not  discriminate  in  favor  of  highly 
compensated  employees. 

Nondiscriminatory  contributions  or  bene- 
fits 
Additional  tests  are  applied  to  determine 
whether  contributions  or  t>enef  its  under  the 
plan  discriminate  in  favor  of  highly  com- 
pensated employees  (sec.  401(a)(4)).  The 
present-law  nondiscrimination  requirements 
are  satisfied  if  either  the  contributions  or 
the  benefits  under  a  qualified  plan  do  not 
discriminate  in  favor  of  highly  compensated 
employees  (sec.  401(aK4)). 

Aggregation  rules 

Aggregation  of  empioi/crs.— In  applying 
the  qualification  rules  (including  the  cover- 
age and  nondiscrimination  tests),  all  em- 
ployees of  corporations  that  are  members  of 
a  controlled  group  of  corporations,  or  all 
employees  of  trades  and  businesses  (wheth- 
er or  not  incorporated)  that  are  under 
common  control,  are  aggregated  and  treated 
as  If  employed  by  a  single  employer  (sec. 
4M<b)  and  (O).  Similarly,  all  employees  of 
employers  that  are  members  of  an  affiliated 
service  group  are  treated  as  employed  by  a 
single  employer  for  purposes  of  the  qualifi- 
cation requirements  (sec.  414(m)). 

In  addition,  for  purposes  of  certain  rules 
applicable  to  quallified  plans  and  simplified 
employee  pensions  (SEPs),  an  individual  (a 
leased  employee)  who  performs  services 
other  than  as  an  employee  for  a  person  and 
who  meets  certain  requirements  is  treated 
as  an  employee  of  that  person  (sec.  414(n)). 
Finally,  the  Secretary  has  general  regula- 
tory authority  to  prevent  avoidance  of  cer- 
tain pension  requirements  (sec.  414(o)). 

Aggregation  of  plans  and  comparability.— 
Under  present  law,  an  employer  may  desig- 
nate two  or  more  plans  as  a  single  plan  for 
purposes  of  satisfying  the  coverage  require- 
ments.' However,  if  several  plans  are  desig- 
nated as  a  single  plan,  the  plans,  considered 
as  a  unit,  must  provide  contributions  or  t>en- 
efits  that  do  not  discriminate  in  favor  of 
highly  compensated  employees. 

In  determining  whether  one  or  more  plans 
designated  as  a  unit  provide  benefits  or  con- 
tributions that  do  not  discriminate  in  favor 
of  highly  compensated  employees,  it  is  nec- 
essary to  determine  whether  the  designated 
plans  provide  "comparable"  benefits  or  con- 
tributions. Rev.  Rul.  81-202 «  provides  guid- 
ance that  may  be  applied  to  determine 
whether  the  amount  of  employer-derived 
benefits  or  contributions  provided  under 
several  plans  discriminate  in  favor  of  highly 
compensated  employees. 

Excludable  employees 

In  applying  the  percentage  test,  employ- 
ees who  have  not  met  a  minimum  service  or 
age  requirement  under  the  plan  are  disre- 
garded. In  addition,  in  applying  the  percent- 
age test  or  the  classification  test,  employees 
not  covered  by  the  plan  and  subject  to  a  col- 
lective bargaining  agreement  between  em- 
ployee representatives  and  one  or  more  em- 
ployers are  disregarded. 


■  Treas.  Reg.  sec.  1.410<b>-l(d)<3)<ll)  prohibiu  this 
desisnmllon  in  cert&in  cases  involving  TRASOPs 
and.  prior  to  1984.  certain  plans  subject  to  sec. 
401(aM17).  In  addition.  Treas.  Reg.  sec.  54.4975- 
IKeMl)  prohibits  this  designation  in  certain  cases 
involving  ESOPs. 

'  1981-2  C.B.  93. 


Tax-sheltered  annuities 

Under  present  law,  no  coverage  or  nondis- 
crimination   rules   prohibit    an   employer's 
tax-sheltered  annuity  program  from  favor- 
ing highly  compensated  employees. 
a.  Qualified  plan  coverage 

House  Bill 

The  House  bill  does  not  amend  the 
present-law  rules  relating  to  the  coverage 
requirements  for  qualified  plans.  However, 
the  House  bill  directs  the  Secretary  to  study 
the  effect  of  the  present-law  coverage  tests 
and  to  report  to  the  Committee  on  Ways 
and  Means  of  the  House  of  Representatives 
and  the  Committee  on  Finance  of  the 
Senate,  as  well  as  the  Joint  Committee  on 
Taxation,  with  respect  to  the  study  by  July 
1.  1986. 

Senate  Amendment 

With  respect  to  the  coverage  rules  appli- 
cable to  qualified  plans,  the  Senate  amend- 
ment (1)  increases,  to  80  percent  of  all  em- 
ployees, the  level  of  coverage  necessary  to 
satisfy  the  "percentage  test":  (2)  replaces 
the  "classification  test"  of  present  law  with 
a  "reasonable  classification  test"  and  pro- 
vides the  Treasury  with  guidance  as  to  the 
manner  in  which  the  test  is  to  be  interpret- 
ed; (3)  establishes  an  alternative  method  for 
satisfying  the  reasonable  classification  test 
("alternative  reasonable  classification 
test");  (4)  clarifies  the  circumstances  under 
which  an  employee  will  be  treated  as  bene- 
fiting under  a  plan  for  purposes  of  the  cov- 
erage rules;  (5)  generally  permits,  for  pur- 
poses of  satisfying  any  of  the  tests,  the  ex- 
clusion from  consideration  of  employees 
who  have  not  satisfied  certain  minimum  age 
and  service  requirements;  (6)  establishes  an 
objective  definition  of  those  employees  in 
whose  favor  discriminatory  coverage  is  pro- 
hibited; (7)  permits  satisfaction  of  certain  of 
the  coverage  rules  on  a  line  of  business  or 
operating  unit  basis;  (8)  establishes  a  defini- 
tion of  a  line  of  business  or  operating  unit 
with  a  special  safe-harbor  rule;  and  (9)  con- 
tains a  si>ecial  transition  rule  for  certain  dis- 
positions or  acquisitions  of  a  business. 

The  provisions  of  the  Senate  amendment 
generally  are  effective  for  plan  years  begin- 
ning after  December  31,  1988.  However,  In 
the  case  of  a  plan  maintained  pursuant  to  a 
collective  bargaining  agreement  between 
employee  representatives  and  one  or  more 
employers  ratified  before  March  1,  1986,  the 
amendments  are  not  effective  for  plan  years 
beginning  before  the  earlier  of  (1)  the  later 
of  (i)  January  1,  1989,  or  (ii)  the  date  on 
which  the  last  of  the  collective  bargaining 
agreements  terminates,  or  (2)  January  1, 
1991.  Extensions  or  renegotiations  of  the 
collective  bargaining  agreement,  if  ratified 
after  February  28.  1986.  are  disregarded. 

Conference  Agreement 
Overview 

With  respect  to  the  coverage  rules  appli- 
cable   to   qualified    plans,    the   conference 
agreement  follows  the  Senate  amendment, 
except  as  outlined  below. 
General  coverage  rules 

Under  the  conference  agreement,  a  plan  is 
not  qualified  unless  the  plan  satisfies  at 
least  one  of  the  following  requirements: 

( 1 )  the  plan  benefits  at  least  70  percent  of 
all  nonhighly  compensated  employees  (re- 
ferred to  herein  as  the  "percentage  test"); 

(2)  the  plan  benefits  a  percentage  of  non- 
highly  compensated  employees  which  is  at 
least  70  percent  of  the  percentage  of  highly 
compensated  employees  benefiting  under 
the  plan  (referred  to  herein  as  the  "ratio 
test");  or 


(3)  the  plan  meets  the  average  benefits 
test. 

An  employer  that  has  no  nonhighly  com- 
pensated employees  in  its  workforce  is  con- 
sidered to  pass  the  coverage  test. 

Average  benefits  test 

A  plan  meets  the  average  benefits  test  if 
(1)  the  plan  benefits  such  employees  as 
qualify  under  a  classification  set  up  by  the 
employer  and  found  by  the  Secretary  not  to 
be  discriminatory  in  favor  of  highly  com- 
pensated employees  ("classification  test"); 
and  (2)  the  average  benefit  percentage  for 
nonhighly  compensated  employees  of  the 
employer  is  at  least  70  percent  of  the  aver- 
age benefit  percentage  for  highly  compen- 
sated employees  of  the  employer. 

Classification  test.— For  purposes  of  the 
average  benefits  test,  the  conferees  intend 
that  the  classification  test  is  generally  to  be 
based  on  the  present-law  section 
410(b)(1)(B)  (as  modified  judicially  and  ad- 
ministratively in  the  future).  However,  it  is 
to  be  applied  using  the  new  definitions  of 
highly  compensated  employees  and  excluda- 
ble employees. 

Thus,  the  test  is  to  be  applied  on  the  basis 
of  the  facts  and  circumstances  of  each  case, 
including  the  difference  between  the  cover- 
age percentages  of  the  highly  comjiensated 
employees  and  the  other  employees,  the 
percentage  of  total  employees  covered,  and 
the  difference  between  the  compensation  of 
the  covered  employees  and  the  compensa- 
tion of  the  excluded  employees.  Neverthe- 
less, the  conferees  expect  that  the  Secretary 
will  consider  providing  an  objective  safe 
harbor  based  on  these  and  other  relevant 
factors  to  facilitate  compliance  with  the 
test. 

Average  benefit  percentage.— The  term 
"average  benefit  percentage"  means,  with 
respect  to  any  group  of  employees,  the  aver- 
age of  the  benefit  percentages  calculated 
separately  with  respect  to  each  employee  in 
such  group.  The  term  "benefit  percentage" 
means  the  employer-provided  contributions 
(including  forfeitures)  or  benefits  of  an  em- 
ployee under  all  qualified  plan§  of  the  em- 
ployer, expressed  as  a  percentage  of  such 
employee's  compensation.  If  benefit  per- 
centages are  determined  on  the  basis  of  em- 
ployer-provided contributions,  all  employer- 
provided  benefits  must  be  converted  into 
contributions  for  testing  purposes.  Similar- 
ly, if  benefit  percentages  are  determined  on 
the  basis  of  employer-provided  benefits,  all 
employer-provided  contributions  are  to  be 
converted  into  benefits.  In  determining  the 
amount  of  contributions  or  benefits,  the  ap- 
proach of  Rev.  Rul.  81-202  is  to  be  the  sole 
rule  applicable,  as  modified  in  the  mauiner 
described  below.  Thus,  in  the  case  of  bene- 
fits testing,  the  benefit  percentages  are  de- 
termined based  on  projected  benefits. 

The  conferees  further  intend  that  the 
rules  of  Rev.  Rul.  81-202  be  modified  in  sev- 
eral respects,  both  for  purposes  of  the  aver- 
age benefit  percentage  test  and  for  piUDOses 
of  determining  whether  2  or  more  plans 
that  are  treated  as  a  single  plan  under  the 
percentage  test,  ratio  test,  or  classification 
test  discriminate  in  favor  of  highly  compen- 
sated employees  (sec.  401(a)(4)).  First,  Rev. 
Rul.  81-202  is  to  be  modified  to  reflect  the 
new  limits  contained  in  the  conference 
agreement  on  the  extent  to  which  a  plan 
may  be  integrated.  Also,  the  new  limitation 
on  the  amount  of  compensation  that  may  be 
taken  into  account  and  the  new  definition 
of  compensation  applies  under  Rev.  Rul.  81- 
202  as  they  apply  for  all  nondiscrimination 
rules. 
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Rev.  Rul.  81-202  is  also  to  be  modified  to 
take  into  account  other  significant  plan  fea- 
tures. For  example,  determinations  under 
Rev.  Rul.  81-202  are  to  take  into  account 
the  rate  at  which  benefits  actually  accrue 
and.  in  appropriate  cases,  may  take  into  ac- 
count the  existence  of  different  plan  op- 
tions such  as  loans  or  lump-sum  distribu- 
tions that  are  available  to  highly  compen- 
sated participants,  but  not  to  a  proportion- 
ate number  of  nonhighly  compensated  par- 
ticipants. Moreover,  the  conferees  clarify 
that  under  Rev.  Rul.  81-202  the  same  actu- 
arial assumptions  are  to  be  used  in  valuing 
different  benefits  or  contributions.  In  ap- 
propriate circumstances.  Rev.  Rul.  81-202 
may  also  be  modified  to  take  into  account 
reasonable  salary  projections.  The  Secre- 
tary may  also,  in  circumstances  justifying 
special  scrutiny,  consider  requiring  a  certifi- 
cate of  comparability  from  an  enrolled  actu- 
ary. 

Finally,  the  conferees  do  not  intend  to  re- 
strict the  authority  of  the  Secretary  to 
modify,  as  appropriate,  aspects  of  Rev.  Rul. 
81-202  not  discussed  above.  Also,  the  confer- 
ees do  not  intend  that  application  of  the 
rules  of  Rev.  Rul.  81-202  to  the  average  ben- 
efit percentage  test  be  interpreted  as  requir- 
ing that  an  averaging  approach  be  adopted 
for  purposes  of  applying  these  rules  to  mul- 
tiple plans  being  tested  as  a  single  plan 
under  section  401(a)<4>. 

For  purposes  of  determining  benefit  per- 
centages, all  pre-tax  contributions  or  bene- 
fits provided  under  a  qualified  plan  are  con- 
sidered employer-provided  and  must  be 
taken  into  account,  including,  for  example, 
elective  contributions  under  a  qualified  cash 
or  deferred  arrangement.  In  no  case  may  an 
employer  disregard  any  qualified  plan  in  de- 
termining benefit  percentages,  even  if  such 
qualified  plan  satisfies  the  percentage  test 
or  ratio  test  standing  alone.  Contributions 
or  benefits  under  other  types  of  plans  or 
programs  (such  as  SEPs  or  tax-sheltered  an- 
nuity programs  (sec.  403(b))  are  not  taken 
into  account. 

After  the  benefit  percentage  of  each  em- 
ployee is  determined  in  the  manner  de- 
scribed above,  the  average  for  the  two 
groups  (highly  compensated  employees  and 
nonhighly  compensated  employees)  is  then 
to  be  determined  by  averaging  the  individ- 
ual benefit  percentages  of  each  employee 
(including  employees  not  covered  by  any 
plan)  in  a  manner  similar  to  the  computa- 
tion of  the  actual  deferral  percentage  of  a 
group  of  employees  under  a  qualified  cash 
or  deferred  arrangement. 

Period  of  computing  percentage.— The 
conference  agreement  provides  that  each 
employee's  benefit  percentage  is  to  be  com- 
puted, at  the  election  of  the  employer,  on 
the  basis  of  contributions  or  benefits  for  (a) 
the  current  plan  year,  or  (b)  a  period  of  con- 
secutive plan  years  (not  in  excess  of  3  years) 
ending  with  the  current  plan  year.  As  under 
the  Senate  amendment,  the  period  of  con- 
secutive plan  years  chosen  by  the  employer 
is  to  be  uniformly  applied  in  computing 
each  employee's  benefit  percentage,  and 
may  not  be  changed  without  the  consent  of 
the  Secretary. 

In  addition,  the  conferees  clarify  that  the 
fact  that  a  failure  to  meet  the  new  coverage 
tests  was  due  to  unforeseen  circumstances 
does  not  affect  application  of  the  tests. 
Employees  benefiting  under  the  plan 

The  conference  agreement  follows  the 
Senate  amendment.  The  conference  agree- 
ment also  clarifies  that,  for  purposes  of  the 
average  benefit  percentage  component  of 
the  average  benefits  test,  it  is  actual  bene- 


fits, not  eligibility,  that  is  taken  into  ac- 
count. As  under  current  law,  this  is  also  true 
for  purposes  of  establishing  comparability 
between  plans. 
Aggregation  of  plans  and  comparability 

The   conference    agreement    follows    the 
Senate  amendment,  except  that  Rev.  Rul. 
81-202  is  to  be  modified  in  the  manner  de- 
scribed above. 
Excludable  employees 

For  purposes  of  (a)  the  percentage  test, 
(b)  the  ratio  test,  and  (c)  the  average  bene- 
fits test,  the  conference  agreement  general- 
ly follows  the  Senate  amendment,  with  the 
following  exceptions. 

Minimum  age  and  service.— The  rules  ap- 
plicable under  the  Senate  amendment  to 
the  percentage  and  reasonable  classification 
tests  apply  to  the  percentage,  ratio  and  clas- 
sification tests.  The  rules  applicable  to  the 
alternative  reasonable  classification  test 
apply  to  the  average  benefits  test  (other 
than  the  classification  test). 

The  conference  agreement  reflects  the 
Senate  amendment  rule  permitting  employ- 
ees who  do  not  meet  the  age  21  and  one 
year  of  service  requirements  to  be  tested 
separately.  However,  under  the  conference 
agreement,  such  separate  testing  is  permis- 
sible even  if  such  employees  are  not  covered 
by  a  separate  plan.  Under  the  agreement,  an 
employer  may  elect  to  test  all  such  excluda- 
ble employees  separately.  Alternatively,  an 
employer  may  elect  to  test  one  group  of  ex- 
cludable employees  separately  without  test- 
ing all  excludable  employees  separately  if 
such  group  is  defined  in  a  nondiscrimina- 
tory manner  solely  by  reference  to  the  age 
or  service  requirements.  For  example,  an 
employer  may  elect  to  test  separately  all 
employees  excludable  solely  on  the  grounds 
that  they  do  not  have  one  year  of  service, 
but  not  include  in  such  testing  group  em- 
ployees excluded  under  the  age  rule.  Also, 
the  employer  may  test  separately  a  group  of 
employees  who  would  pass  an  age  or  service 
requirement  that  is  less  restrictive  than  the 
age  21  or  one  year  of  service  requirement. 
For  example,  an  employer  could  test  sepa- 
rately all  employees  excludable  solely  on 
the  grounds  that  they  are  not  age  21.  but 
who  are  at  least  18. 

Collective  bargaining  agreement.— Pot 
purposes  of  applying  (a)  the  percentage 
test,  (b)  the  ratio  test,  or  (c)  the  average 
benefits  test  to  qualified  plan  coverage  of 
employees  who  are  not  included  in  a  unit  of 
employees  covered  by  a  collective  bargain- 
ing agreement,  all  employees  covered  by 
such  an  agreement  are  disregarded.  Howev- 
er, in  applying  the  same  tests  to  employees 
covered  by  any  such  agreement,  an  employ- 
ee may  not  be  disregarded  based  on  the  fact 
that  such  employee  is  not  covered  under  the 
collective  bargaining  agreement. 
Separate  line  of  business 

The  conference  agreement  follows  the 
Senate  amendment,  with  the  modifications 
described  in  Part  E.I..  below.  The  confer- 
ence agreement  also  clarifies  that  the  line 
of  business  rule  applies  to  the  percentage 
test,  as  well  as  to  the  ratio  test  and  the  aver- 
age benefits  test. 
Compensation 

The  conference  agreement  provides  that, 
for  purposes  of  applying  the  nondiscrimina- 
tion rules  (including  the  actual  deferral  per- 
centage limits  for  cash  or  deferred  arrange- 
ments and  for  employee  and  employer 
matching  contributions),  except  as  other- 
wise expressly  provided  (e.g..  the  definition 
of  compensation  for  purposes  of  identifying 


the  highly  compensated  employees),  the 
term  "compensation"  means  the  total  in- 
cludible compensation  of  the  employees  of 
the  employer.  In  addition,  an  employer  may 
elect  to  treat  salary  reduction  amounts 
under  a  cash  or  deferred  arrangement,  tax- 
sheltered  annuity  program.  SEIP.  or  cafete- 
ria plan,  as  compensation,  provided  that 
such  treatment  is  applied  on  a  consistent 
basis.  Thus,  if  an  employer  elects  to  treat 
elective  deferrals  under  one  cash  or  de- 
ferred arrangement  as  compensation,  it 
must  treat  all  elective  deferrals  under  all 
cash  or  deferred  arrangements  as  compensa- 
tion. Further,  the  Secretary  is  directed  to 
prescribe  alternative  definitions  of  compen- 
sation for  use  by  employers  in  applying  the 
nondiscrimination  tests.  Such  alternative 
definitions  are  to  include  the  basic  or  regu- 
lar compensation  of  employees  (e.g..  disre- 
garding bonuses  and  overtime).  An  employ- 
er may  use  an  alternative  definition  pre- 
scribed by  the  Secretary  only  if  it  does  not 
discriminate  in  favor  of  that  employer's 
highly  compensated  employees;  such  deter- 
mination is  to  be  made  in  an  objective  fash- 
ion on  the  basis  of  the  total  includible  com- 
pensation of  employees. 

Special  rules  for  certain  dis7>ositions  and 
acguisitions 

The   conference    agreement    follows   the 
Senate  amendment. 
Former  employees 

Under  rules  prescribed  by  the  Secretary, 
the  coverage  rules  are  to  apply  separately  to 
former  employees.  The  coriferees  intend 
that  for  this  purpose  rules  similar  to  those 
applicable  to  employee  benefits  may  be  ap- 
plied. (See  Part  E.I.,  below.) 

Sanction 

The  conference  agreement  modifies  the 
sanction  applicable  to  a  plan  that  fails  to 
qualify  due  solely  to  a  failure  to  satisfy  the 
new  (average  rules.  Under  the  agreement, 
nonhighly  compensated  employees  are  not 
taxable  on  amounts  contributed  to  or 
earned  by  the  trust  merely  because  a  plan 
fails  to  satisfy  the  coverage  requirements. 
Highly  compensated  employees,  on  the 
other  hand,  are  taxable  on  the  value  of 
their  vested  accrued  benefit  attributable  to 
employer  contributions  and  income  on  any 
contributions  to  the  extent  such  amounts 
have  not  previously  been  taxed  to  the  em- 
ployee. Except  for  these  two  changes,  the 
sanctions  applicable  under  current  law  are 
not  modified.  Thus,  as  under  present  law.  in 
appropriate  circumstances,  apply  lesser 
sanctions  than  those  authorized. 
Effective  date 

The   conference    agreement   follows    the 
Senate  amendment. 
2.  Tax-Sheltered  Annuities 

House  Bill 
In  general 

The  House  bill  generally  applies  the  quali- 
fied plan  coverage  and  nondiscrimination 
rules  of  present  law  (sees.  410(b)  and 
401(a)(4)).  except  to  the  extent  otherwise 
modified  by  the  House  bill,  to  the  nonelec- 
tive  and  matching  contributions  or  benefits 
of  tax-sheltered  annuity  programs  (other 
than  those  maintained  for  church  employ- 
ees). To  the  extent  the  program  permits 
elective  employer  deferrals,  a  special  cover- 
age and  nondiscrimination  rule  applies  to 
those  elective  deferrals. 
Elective  deferrals 

The  bin  provides  a  special  coverage  and 
nondiscrimination   rule  applicable   to   tax- 
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sheltered  annuity  programs  that  permit 
elective  deferrals.  If  the  employer  provides 
nonelective  or  matching  contributions  or 
benefits  under  a  program,  the  special  rule 
applies  only  to  the  elective  deferrals  and  the 
general  nondiscrimination  rules  described 
above  apply  to  the  other  contributions  or 
benefits.  If.  however,  the  employer  main- 
tains a  tax-sheltered  annuity  program  that 
permits  only  elective  deferrals  (i.e..  no  none- 
lective or  matching  contributions  or  bene- 
fits are  provided),  only  the  special  rule  for 
elective  deferrals  applies. 

A  tax-sheltered  annuity  program  will  l>e 
considered  discriminatory  with  respect  to 
elective  deferrals  unless  the  opportunity  to 
make  such  deferrals  is  available  to  all  em- 
ployees of  the  entity  sponsoring  the  tax- 
sheltered  annuity  program.  Thus,  the  em- 
ployer generally  is  not  to  require  any  mini- 
mum dollar  amount  (or  percentage  of  com- 
pensation) as  a  condition  of  participation, 
other  than  a  reasonable  de  minimis  amount 
(such  as  minimum  annual  contributions  of 
(300  (or  one  percent  of  compensation)  or 
minimum  monthly  contributions  of  $25). 

Elective  deferrals  under  a  tax-sheltered 
annuity  program  consist  of  those  employer 
contributions  made  pursuant  to  a  salary  re- 
duction agreement,  whether  evidenced  by  a 
written  instrument  or  otherwise  (sec. 
3121(aX5KD)).  to  the  extent  those  contribu- 
tions are  excludable  from  the  employee's 
gross  income.  In  applying  the  special  test 
for  deferrals,  no  employees  of  the  entity 
sponsoring  the  tax-sheltered  annuity  pro- 
gram (other  than  nonresident  aliens  with  no 
U.S. -source  earned  income)  may  be  excluded 
from  consideration.  For  example,  the  quali- 
fied plan  rules  permitting  the  exclusion  of 
certain  employees  based  upon  age  and  serv- 
ice and  coverage  under  collective  bargaining 
agreements  do  not  apply. 
Aggregation  of  employers 

As  with  respect  to  qualified  plans,  the  new 
coverage  and  nondiscrimination  rules  gener- 
ally apply  with  respect  to  the  "employer"  as 
defined  in  sections  414  (b),  (c),  (m).  and  (o). 
In  addition,  the  qualified  plan  rules  relating 
to  leased  employees  apply  (sec.  414(n)). 
However,  the  rules  relating  to  elective  defer- 
rals apply,  pursuant  to  Treasury  regula- 
tions, with  respect  to  the  entity  of  the  em- 
ployer sponsoring  the  tax-sheltered  annuity 
program. 

Employers  subject  to  the  nondiscrimination 
rule 

In  general,  all  employers  eligible  to  spon- 
sor a  tax-sheltered  annuity  program  are 
subject  to  the  nondiscrimination  rules 
added  by  the  bill.  However,  these  rules  do 
not  apply  to  tax -sheltered  annuity  programs 
maintained  for  church  employees. 

For  purposes  of  this  exclusion,  the  term 
"church"  is  defined  to  include  only  a  church 
described  in  section  S01(c)(3)  or  a  qualified 
church-controlled  organization.  These  terms 
generally  have  the  same  meaning  as  they  do 
for  purposes  of  exclusion  from  the  SECA 
and  PICA  taxes  (sees.  1402  and  3121).  Ac- 
cordingly, for  purposes  of  this  provision,  the 
term  "church"  includes  (Da  convention  or 
association  of  churches,  and  (2)  an  elemen- 
tary or  secondary  school  that  is  controlled, 
operated,  or  principally  supported  by  a 
church  or  by  a  convention  or  association  of 
churches. 

Similarly,  the  term  "qualified  church-con- 
troUed  organization"  means  any  church- 
controlled  tax-exempt  organization  de- 
scribed in  section  501(c)<3)  other  than  an  or- 
ganization that  both  (1)  offers  goods,  serv- 
ices, or  facilities  for  sale  (other  than  on  an 


incidental  basis)  to  the  general  public  (e.g., 
to  individuals  who  are  not  members  of  the 
church),  other  than  goods,  services,  or  facili- 
ties that  are  sold  at  a  nominal  charge  which 
is  substantially  less  than  the  cost  of  provid- 
ing such  goods,  services,  or  facilities,  and  (2) 
normally  receives  more  than  25  percent  of 
its  support  from  either  (a)  governmental 
sources,  or  (b)  receipts  from  admissions, 
sales  of  merchandise,  performance  of  serv- 
ices, or  furnishing  of  facilities  in  activities 
that  are  not  unrelated  trades  or  businesses, 
or  from  (a)  and  (b)  combined. 

These  nondiscrimination  rules  generally 
apply  for  years  beginning  after  December 
31,  1985.  However,  with  respect  to  tax-shel- 
tered annuity  programs  maintained  by 
State  and  local  governments,  these  nondis- 
crimination rules  generally  apply  for  plan 
years  begiruiing  after  November  21,  1987. 

Senate  Amendment 

No  provision. 

Conference  Agreement 
In  general 

The  conference  agreement  generally  fol- 
lows the  House  bill,  subject  to  the  following 
modifications. 

If  an  employer  provides  nonelective  or 
matching  contributions  or  benefits  under  a 
tax-sheltered  annuity  program,  the  confer- 
ence agreement  requires  that  such  employer 
contributions  or  benefits  satisfy  the  new 
coverage  and  nondiscrimination  rules  appli- 
cable to  qualified  plans,  as  modified  or 
added  pursuant  to  the  conference  agree- 
ment (see  Part  B.I..  above),  rather  than  the 
coverage  and  nondiscrimination  rules  appli- 
cable to  qualified  plans  under  present  law. 

Except  as  otherwise  noted  below,  these 
rules  apply  in  the  same  manner  to  tax-shel- 
tered annuity  programs  as  they  do  to  quali- 
fied plans.  Thus,  the  full  array  of  rules  re- 
lating to  nondiscrimination  apply  (such  as, 
for  example,  the  limit  on  the  amount  of 
compensation  that  may  be  taken  into  ac- 
count, the  special  nondiscrimination  rule 
applicable  to  matching  contributions,  the 
employee  leasing  rules,  and  the  minimum 
participation  rules). 

Integration 

As  with  respect  to  qualified  plans,  employ- 
ers maintaining  tax-sheltered  annuity  pro- 
grams generally  may  integrate  contribu- 
tions or  benefits  under  the  new  integration 
rules  for  purposes  of  the  average  benefits 
test  (sec.  410(b)).  for  establishing  compara- 
bility between  programs  (or  between  a  pro- 
gram and  a  plan),  and  for  satisfying  the 
benefits  test  within  a  plan  (sec.  401(a)(4)). 
However,  under  rules  prescribed  by  the  Sec- 
retary, there  is  no  permitted  disparity  under 
the  new  integration  rules  for  employees 
who  are  not  covered  by  social  security. 

Permissive  aggregation 

If  a  tax -sheltered  annuity  program,  stand- 
ing alone,  fails  to  satisfy  the  percentage 
test,  the  ratio  test,  or  the  classification  test, 
the  employer  may  elect  to  treat  the  tax- 
sheltered  annuity  program  and  a  qualified 
plan  or  another  tax-sheltered  annuity  pro- 
gram as  a  single  plan  solely  for  purposes  of 
demonstrating  that  the  tax-sheltered  annu- 
ity program  satisfies  the  coverage  require- 
ments. If  a  tax-sheltered  annuity  program  is 
aggregated  with  another  tax-sheltered  an- 
nuity or  with  a  qualified  plan  for  purposes 
of  satisfying  the  coverage  rules,  the  aggre- 
gated arrangements  must  provide  contribu- 
tions or  benefits  that  do  not  discriminate  in 
favor  of  highly  compensated  employees 
(sees.  401(a)(4)  and  401(m)). 


The  requirement  that  such  aggregated  ar- 
rangements provide  comparable  contribu- 
tions or  benefits  generally  applies  in  the 
same  manner  to  tax-sheltered  annuity  pro- 
grams as  it  does  to  qualified  plans.  Thus, 
the  principles  of  Rev.  Rul.  81-202,  as  modi- 
fied in  the  ways  described  in  Part  B.I., 
above,  are  to  apply.  However,  the  conferees 
intend  that  the  Secretary  is  to  prescribe 
rules  applicable  to  tax-sheltered  annuities 
that  reduce  the  administrative  burden  of 
applying  Rev.  Rul.  81-202.  For  example,  the 
Secretary  might  permit,  under  appropriate 
circumstances,  testing  less  frequently  than 
annually. 

In  applying  the  average  benefit  percent- 
age component  of  the  average  benefits  test 
to  a  tax-sheltered  annuity  program,  an  em- 
ployer may  at  its  election  include  all  quali- 
fied plans  in  determining  the  average  bene- 
fit percentages. 

As  under  the  House  bill,  a  tax-sheltered 
annuity  program  may  not  be  aggregated 
with  a  qualified  plan  for  purposes  of  deter- 
mining whether  the  qualified  plan  satisfies 
the  applicable  coverage  and  nondiscrimina- 
tion rules,  including  the  average  benefits 
test. 

Excludable  employees 

The  categories  of  employees  that  are  ex- 
cluded in  applying  the  coverage  rules  to  tax- 
sheltered  annuities  are  the  same  as  those 
that  are  excluded  in  applying  the  rules  to 
qualified  plans,  except  that,  in  addition,  an 
employer  is  to  exclude  from  consideration 
students  who  normally  work  less  than  20 
hours  per  week.  This  additional  category  of 
excludable  employees  is  treated  in  the  same 
manner  as  the  category  of  employees  who 
do  not  meet  the  service  requirements  for 
qualified  plans.  Thus,  for  example,  the  20- 
hour  requirement  only  applies  if  the  em- 
ployer excludes  all  students  normally  work- 
ing less  than  20  hours  per  week. 

Elective  deferrals 

The  conference  agreement  follows  the 
House  bill,  except  that  in  applying  the  non- 
discriminatory coverage  rule  applicable  to 
elective  deferrals  under  a  tax-sheltered  an- 
nuity program,  the  employer  is  to  exclude 
from  consideration  students  who  normally 
work  fewer  than  20  hours  per  week,  as  dis- 
cussed above.  The  conference  agreement 
also  clarifies  that,  in  applying  the  average 
benefits  test,  elective  deferrals  under  a  tax- 
sheltered  armuity  are  to  be  disregarded. 

The  conference  agreement  also  clarifies 
the  definition  of  an  elective  deferral.  If  an 
employee  has  a  one-time  election  to  partici- 
pate in  a  program  that  requires  an  employ- 
ee contribution,  such  contribution  will  not 
be  considered  an  elective  deferral  to  the 
extent  that  the  employee  is  not  permitted 
subsequently  to  modify  the  election  in  any 
manner.  In  addition,  the  Secretary  is  au- 
thorized to  prescribe  additional  instances  in 
which  employer  contributions  to  a  plan  will 
not  be  considered  elective  despite  the  exist- 
ence of  limited  rights  of  election  by  the  em- 
ployee. 

Employers  subject  to  the  nondiscrimination 
rule 
The  conference  agreement  follows  the 
House  bill.  In  addition,  the  conference 
agreement  provides  that  for  purposes  of  the 
nondiscrimination  rules  applicable  to  tax- 
sheltered  annuity  programs,  the  general 
rules  regarding  aggregation  of  employers 
and  testing  on  a  line  of  business  or  operat- 
ing unit  basis  shall  apply  under  rules  pre- 
scribed by  the  Secretary.  The  Secretary 
may  provide  for  a  narrower  definition  of 
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employer  for  purposes  of  the  rules  applica- 
ble to  elective  deferrals. 
Effective  date 

The  application  of  the  nondiscrimination 
rules  to  tax-sheltered  annuity  programs  is 
effective  for  plan  years  beginning  after  De- 
cember 31.  1988. 
3.  Minimum  Participation  Rule 
Present  Law 
Under  present  law,  an  employer  may  des- 
ignate two  or  more  plans  as  a  single  plan  for 
purposes  of  satisfying  the  coverage  require- 
ments applicable  to  qualified  plans  (sec. 
410<b)).  (See  Part  B.I.,  above,  for  a  discus- 
sion of  the  coverage  rules  applicable  to 
qualified  plans.)  However,  if  several  plans 
are  designated  as  a  single  plan,  the  plans, 
considered  as  a  unit,  must  be  provided  for 
the  exclusive  benefit  of  employees  and  also 
must  provide  contributions  or  benefits  that 
do  not  discriminate  in  favor  of  highly  com- 
pensated employees  (sec.  401(aK4)). 

In  determining  whether  several  different 
plans  designated  as  a  unit  provide  benefits 
or  contributions  that  do  not  discriminate  in 
favor  of  highly  compensated  employees,  it  is 
necessary  to  determine  whether  the  differ- 
ent plans  provide  "comparable"  benefits  or 
contributions.  Rev.  Rul.  81-202'  provides 
guidance  that  may  be  applied  to  determine 
whether  the  amount  of  employer-derived 
benefits  or  contributions  provided  under 
several  plans  discriminate  in  favor  of  highly 
compensated  employees.  That  ruling  pro- 
vides (1)  methods  for  adjusting  all  types  of 
benefits  to  a  standard  form;  (2)  methods  for 
converting  benefits  into  contributions,  and 
contributions  into  benefits:  and  (3)  methods 
for  imputing  the  value  of  employer-provided 
social  security  benefits. 

The  ruling  generally  provides  that  the 
amount  of  employer-derived  benefits  provid- 
ed by  a  plan  or  plans  will  be  considered  non- 
discriminatory if  (1)  the  normalized  employ- 
er-provided benefits,  or  (2)  both  the  actual 
employer  contributions  and  the  adjusted 
contributions  do  not  constitute  a  greater 
percentage  of  nondeferred  comp)ensation  for 
any  highly  compensated  employee  than  for 
any  nonhighly  compensated  employee.  The 
ruling  allows  either  contributions  or  bene- 
fits to  be  compared  regardless  of  the  type  of 
plans  involved. 

House  Bill 
No  provision. 

Senate  Amendment 
Under  the  Senate  amendment,  a  plan  is 
not  a  qualified  plan  unless  it  benefits  no 
fewer  than  the  lesser  of  (a)  50  employees  of 
the  employer  or  (b)  40  percent  or  more  of 
all  employees  of  the  employer.  The  require- 
ment may  not  be  satisfied  by  aggregating 
comparable  plans.  Also,  the  requirement  ap- 
plies on  an  employer-wide  basis  and  may  not 
be  applied  on  a  line  of  business  or  operating 
unit  basis.  In  the  case  of  a  cash  or  deferred 
arrangement  or  the  portion  of  a  defined 
contribution  plan  (including  the  portion  of 
a  defined  benefit  plan  treated  as  a  defined 
contribution  plan  (sec.  414(k))  to  which  em- 
ployee contributions  or  employer  matching 
contributions  are  made,  an  employee  will  be 
treated  as  benefiting  under  the  plan  if  the 
employee  is  eligible  to  make  contributions 
to  the  plan. 

The  Senate  amendment  generally  pro- 
vides that,  for  purposes  of  applying  the  min- 
imum participation  rules,  the  same  catego- 
ries of  employees  may  be  disregarded  as 
may  be  disregarded  for  purposes  of  applying 


» 1981-2  C.B  93. 


the  general  coverage  rules.  In  the  case  of  a 
plan  covering  only  employees  included  in  a 
unit  of  employees  covered  by  a  collective 
bargaining  agreement,  all  employees  not  in- 
cluded in  such  unit  may  be  disregarded  for 
purposes  of  satisfying  the  minimum  partici- 
pation rule. 

The  provisions  are  generally  effective  for 
plan  years  beginning  after  December  31, 
1988. 

A  special  effective  date  applies  to  plans 
maintained  pursuant  to  a  collective  bargain- 
ing agreement.  Under  this  special  rule,  in 
the  case  of  a  plan  maintained  pursuant  to  a 
collective  bargaining  agreement  between 
employee  representatives  and  one  or  more 
employers  ratified  before  March  1,  1986,  the 
amendments  are  not  effective  for  plan  years 
beginning  before  the  earlier  of  (1)  the  later 
of  (i)  January  1.  1989,  or  (ii)  the  date  on 
which  the  last  of  the  collective  bargaining 
agreements  terminates,  or  (2)  January  1, 
1991.  Extensions  or  renegotiations  of  the 
collective  bargaining  agreement,  if  ratified 
after  February  28,  1986,  are  disregarded. 
Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment  with  the  following  modi- 
fications and  clarifications. 

First,  the  minimum  participation  rule  gen- 
erally does  not  apply  to  a  multiemployer 
plan.  However,  this  exemption  does  not 
apply  to  a  multiemployer  plan  that  covers 
any  professional  (e.g.,  doctor,  lawyer,  or  in- 
vestment banker).  In  addition,  the  special 
rule  in  the  Senate  amendment  regarding 
plans  covering  only  employees  included  in  a 
unit  of  employees  covered  by  a  collective 
bargaining  agreement  also  does  not  apply  to 
a  plan  that  covers  any  professional.  No  in- 
ference is  intended  from  these  rules  that  a 
plan  covering  a  professional  may  be  a  multi- 
employer plan. 

Second,  the  conference  agreement  pro- 
vides that,  under  regulations  prescribed  by 
the  Secretary,  any  separate  benefit  struc- 
ture, any  separate  trust,  or  any  separate  ar- 
rangement with  respect  to  a  defined  benefit 
plan  may  be  treated  as  a  separate  plan  for 
purposes  of  applying  the  minimum  partici- 
pation rule.  Thus,  for  example,  a  plan  that 
provides  two  different  formulas  for  calculat- 
ing participants'  benefits  or  contributions 
may  be  treated  as  at  least  two  plans.  Also,  if 
defined  benefit  plan  assets  are  payable  from 
more  than  one  source,  such  as  from  more 
than  one  trust,  each  source  of  assets  may  be 
considered  a  separate  plan.  If  any  particular 
person  or  persons  have  any  priority  (under 
the  terms  of  the  plan  or  by  arrangement 
outside  of  the  plan)  with  respect  to  a  source 
of  assets  for  defined  benefits,  such  as  a 
right  to  some  or  all  of  a  possible  reversion, 
such  person  or  persons  may  be  considered 
the  sole  participant  or  participants  with  re- 
spect to  that  "plan." 

In  general,  it  is  the  intent  of  the  conferees 
to  define  "plan"  in  such  a  way  as  to  carry 
out  the  purposes  of  the  minimum  participa- 
tion rule.  Thus,  if  there  is  a  single  defined 
benefit  structure  and  a  single  source  of 
assets,  there  may  be  more  than  one  plan  for 
purposes  of  this  rule  if,  under  all  the  facts 
and  circumstances  (including  those  outside 
of  the  plan),  the  arrangement  has  an  effect 
similar  to  providing  a  plan  or  account  to  a 
group  of  employees  that  would  not  satisfy 
the  minimum  participation  rule.  For  exam- 
ple, a  group  of  employees  might  agree  to 
provide  each  one  of  them  with  investment 
authority  with  regard  to  a  separate  pool  of 
assets  held  with  respect  to  the  defined  bene- 
fit structure.  If  such  employees  may  be  com- 
pensated in  any  manner,  inside  or  outside 


the  plan,  by  reference  to  the  results  of  their 
investments,  each  part  of  the  pool  of  assets 
may  be  considered  a  separate  plan  benefit- 
ing the  participant  controlling  the  invest- 
ment thereof. 

In  addition,  "plan"  is  to  t>e  defined  so  as 
to  preclude  the  use  of  structures  such  as  de- 
fined benefit  plan-defined  contribution  plan 
combinations  (with  benefit  offsets)  to  avoid 
the  rule. 

If  any  plan,  as  specially  defined  herein, 
fails  to  satisfy  the  minimum  participation 
rule,  the  entire  plan  (as  otherwise  defined) 
fails  to  satisfy  the  qualification  standard 
(sec.  401(a)).  Also,  except  to  the  extent  pro- 
vided in  regulations,  a  plan  will  not  satisfy 
this  rule  for  a  year  unless  it  satisfies  it  on 
each  day  of  the  year. 

The  conferees  also  clarify  how  the  mini- 
mum participation  rules  apply  with  respect 
to  coverage  of  employees  who  could  be  ex- 
cluded under  the  age  or  service  rules  from 
participation  in  a  qualified  plan.  Generally, 
the  rule  is  to  apply  as  if  the  only  employees 
of  the  employer  were  the  excludable  em- 
ployees who  may  be  tested  separately  under 
the  coverage  tests.  However,  all  employees 
of  the  employer  must  be  taken  into  account 
if  any  highly  compensated  employee  is  cov- 
ered as  an  excludable  employee  for  more 
than  one  year.  Also,  if  any  excludable  em- 
ployee is  covered  under  a  defined  benefit 
pension  plan,  all  employees  of  the  employer 
are  to  be  taken  into  account  in  applying  the 
minimum  participation  rule  to  such  plan, 
except  where  (1)  the  benefits  provided 
under  such  coverage  are  comparable  (or  less 
than  comparable)  to  the  coverage  of  nonex- 
cludable employees:  and  (2)  the  plan  cover- 
ing such  excludable  employees  would  satisfy 
the  minimum  participation  rule  (taking  into 
account  all  employees  of  the  employer)  but 
for  the  fact  that  such  plan  has  a  different 
defined  benefit  structure  from  the  plan  cov- 
ering the  nonexcludable  employees.  Thus, 
payments  with  respect  to  defined  benefits 
provided  to  excludable  employees  must 
come  from  the  same  source  as  payments 
with  respect  to  defined  benefits  provided  to 
nonexcludable  employees.  All  employees  of 
the  employer  are  to  be  taken  into  account  if 
only  the  excludable  employees  are  covered 
by  a  defined  benefit  plan. 

If  excludable  employees  may  be  tested 
separately  under  the  rules  described  above, 
such  employees  may  be  disregarded  in  ap- 
plying the  minimum  participation  rule  to 
other  employees. 

The  Secretary  may  exempt  from  the  ap- 
plication of  this  rule  two  limited  situations. 
The  Secretary  may.  under  appropriate  con- 
ditions, exempt  a  plan  that  benefits  no  em- 
ployee who  is  or  ever  has  been  a  highly  com- 
pensated employee  with  respect  to  service 
being  credited  under  the  plan,  provided  that 
such  plan  is  not  necessary  for  another  plan 
or  plans  to  satisfy  the  applicable  coverage 
rules  (sec.  410(b)). 

The  Secretary  may.  under  appropriate 
conditions,  also  exempt  a  plan  that  may  not 
be  terminated  on  account  of  the  provisions 
of  the  Single  Employer  Pension  Plan 
Amendment  Act  (SEPPAA)  because  it  is  un- 
derfunded. However,  such  exemption  may 
not  apply  unless  benefit  accruals  cease,  the 
plan  obtains  a  letter  of  Insufficiency  for 
each  plan  year  of  exemption,  and  the  plan 
eliminates,  under  rules  prescribed  by  the 
Secretary,  any  different  benefit  structure  or 
separate  arrangement  (as  described  above). 

Further,  the  conference  agreement  pro- 
vides that  if  (i)  a  plan  is  in  existence  on 
August  16,  1986,  (ii)  the  plan  would  fail  to 
meet  the  requirements  of  the  minimum  par- 
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ticipation  rule  if  such  rule  were  in  effect  on 
August  16.  1986.  and  (iii)  there  is  no  trans- 
fer of  assets  to  or  liabilities  from  the  plan. 
or  merger  or  spinoff  involving  the  plan, 
after  August  16.  1986.  such  plan  may  be  ter- 
minated and  the  10-percent  excise  tax  on 
the  reversion  of  assets  (See  Part  D.3..  below) 
Is  not  Imposed  on  any  employer  reversion 
from  such  plan.  Such  termination  and  re- 
version are  permissible  even  though  the  ter- 
minating plan  relies  on  another  plan  that  is 
not  terminated  for  qualification.  In  deter- 
mining the  amount  of  any  such  employer 
reversion,  the  present  value  of  the  accrued 
benefit  of  any  individual  who  is  a  highly 
compensated  employee,  is  to  be  determined 
by  using  an  Interest  rate  that  is  equal  to  the 
maximum  interest  rate  that  may  be  used  for 
purposes  of  calculating  a  participants  ac- 
crued benefit  under  section  411(aKll)(B). 
(See  Part  E.4..  below.)  The  Secretary  is  to 
prescribe  rules  preventing  avoidance  of  this 
interest  rate  rule  through  distributions 
prior  to  or  in  lieu  of  a  reversion. 
4.  VMUng  StaiMlarda 

Present  Law 
In  general 

To  ensure  that  employees  with  substantial 
periods  of  service  with  the  employer  do  not 
lose  plan  benefits  upon  separation  from  em- 
ployment, the  Code  generally  requires  that 
under  a  qualified  plan  (Da  participant's 
benefits  be  fully  vested  upon  attaiiunent  of 
normal  retirement  age  under  the  plan;  (2)  a 
participant  be  fully  vested  at  all  times  in 
the  benefit  derived  from  employee  contribu- 
tions: and  (3)  employer-provided  benefits 
vest  at  least  as  rapidly  as  under  one  of  three 
alternative  minimum  vesting  schedules 
(Code  sec.  411(a)).  Under  these  schedules, 
an  employee's  right  to  benefits  derived  from 
employer  contributions  becomes  nonforfeit- 
able (vested)  to  varying  degrees  upon  com- 
pletion of  specified  periods  of  service  with 
an  employer. 

Under  one  of  the  schedules,  full  vesting  is 
required  upon  completion  of  10  years  of 
service  (no  vesting  is  required  before  the 
end  of  the  10th  year).  Under  a  second  sched- 
ule, vesting  begins  at  25  percent  after  com- 
pletion of  5  years  of  service  and  increases 
gradually  to  100  percent  after  completion  of 
15  years  of  service.  The  third  schedule  takes 
both  age  and  service  into  account,  but.  in 
any  event,  requires  50-percent  vesting  after 
10  years  of  service,  and  an  additional  10-per- 
cent vesting  for  each  additional  year  of  serv- 
ice until  100-percent  vesting  is  attained 
after  15  years  of  service. 
Patterns  of  discrimination 

Vesting  more  rapid  than  under  the  3 
schedules  described  above  may  be  required 
under  a  qualified  plan  to  prevent  discrimi- 
nation if  (1)  there  has  been  a  pattern  of 
abuse  under  the  plan  tending  to  discrimi- 
nate in  favor  of  employees  who  are  officers, 
shareholders,  or  highly  compensated,  or  (2) 
there  has  been,  or  there  is  reason  to  believe 
there  will  be.  an  accrual  of  benefits  or  for- 
feitures tending  to  discriminate  in  favor  of 
employees  who  are  officers,  shareholders,  or 
highly  compensated  (sec.  411(dKl)). 
Top-heavy  plans 

The  Tax  Equity  and  Fiscal  ResponsibUity 
Act  of  1982  (TEFRA)  required  that  for  any 
plan  year  for  which  a  qualified  plan  is  top 
heavy,  an  employee's  right  to  accrued  bene- 
fits must  become  nonforfeitable  under  one 
of  two  alternative  schedules.  Under  the  first 
top-heavy  schedule,  a  participant  who  has 
completed  at  least  3  years  of  service  with 
the  employer  maintaining  the  plan  must 


have  a  nonforfeitable  right  to  100  percent 
of  the  accrued  benefit  derived  from  employ- 
er contributions. 

A  plan  satisfies  the  second  alternative  (6- 
year  graded  vesting)  if  a  participant  has  a 
nonforfeitable  right  to  at  least  20  percent  of 
the  accrued  benefit  derived  from  employer 
contributions  at  the  end  of  2  years  of  serv- 
ice. 40  percent  at  the  end  of  3  years  of  serv- 
ice. 60  percent  at  the  end  of  4  years  of  serv- 
ice. 80  percent  at  the  end  of  5  years  of  serv- 
ice, and  100  percent  at  the  end  of  6  years  of 
service  with  the  employer. 

Class  year  plans 

Special  vesting  rules  also  apply  to  "class 
year  plans. "  A  class  year  plan  is  a  profit- 
sharing,  money  purchase,  or  stock  bonus 
plan  that  provides  for  the  separate  vesting 
of  employee  rights  to  employer  contribu- 
tions on  a  year-by-year  basis.  'The  minimum 
vesting  requirements  are  satisfied  if  the 
plan  provides  that  a  participant's  right  to 
amounts  derived  from  employer  contribu- 
tions with  respect  to  any  plan  year  are  non- 
forfeitable not  later  than  the  close  of  the 
fifth  plan  year  following  the  plan  year  for 
which  the  contribution  was  made. 

Changes  in  vesting  schedule 

Under  present  law.  if  a  plan's  vesting 
schedule  is  modified  by  plan  amendment, 
the  plan  will  not  be  qualified  unless  each 
participant  with  no  less  than  5  years  of  serv- 
ice is  permitted  to  elect  within  a  reasonable 
period  after  the  adoption  of  the  amendment 
to  have  the  nonforfeitable  percentage  of  the 
participant's  accrued  benefit  computed 
under  the  plan  without  regard  to  the 
amendment. 

House  Bill 

No  provision. 

Senate  Amendment 
In  general 

The  Senate  amendment  provides  that  a 
plan  is  not  a  qualified  plan  (except  in  the 
case  of  a  multiemployer  plan),  unless  a  par- 
ticipant's employer-provided  benefit  vests  at 
least  as  rapidly  as  under  one  of  2  alternative 
minimum  vesting  schedules. 

A  plan  satisfies  the  first  schedule  if  a  par- 
ticipant has  a  nonforfeitable  right  to  100 
percent  of  the  participant's  accrued  benefit 
derived  from  employer  contributions  upon 
the  participant's  completion  of  5  years  of 
service.  A  plan  satisfies  the  second  alterna- 
tive schedule  if  a  participant  has  a  nonfor- 
feitable right  to  at  least  20  percent  of  the 
participant's  accrued  benefit  derived  from 
employer  contributions  after  3  years  of  serv- 
ice, 40  percent  at  the  end  of  4  years  of  serv- 
ice. 60  percent  at  the  end  of  5  years  of  serv- 
ice, 80  percent  at  the  end  of  6  years  of  serv- 
ice, and  100  percent  at  the  end  of  7  years  of 
service. 

Top-heavy  plans 

The  provisions  of  the  Senate  amendment 
relating  to  vesting  do  not  alter  the  require- 
ments applicable  to  plans  that  become  top 
heavy.  Thus,  a  plan  that  becomes  top  heavy 
is  required  to  satisfy  one  of  the  two  alterna- 
tive vesting  schedules  applicable  under 
present  law  to  top-heavy  plans. 

Class-year  plans 

A  plan  with  class  year  vesting  will  not 
meet  the  qualification  standards  of  the 
Code  unless,  under  the  plan's  vesting  sched- 
ule, a  participant's  total  accrued  benefit  de- 
rived from  employer  contributions  becomes 
nonforfeitable  at  least  as  rapidly  as  under 
one  of  the  two  alternative  vesting  schedules 
specified  in  the  bill. 


Changes  in  vesting  schedule 

If  a  plan's  vesting  schedule  is  modified  by 
a  plan  amendment,  the  plan  will  not  be 
qualified  unless  each  participant  with  at 
least  3  years  of  service  is  permitted  to  elect, 
within  a  reasonable  period  after  the  adop- 
tion of  the  amendment,  to  have  the  nonfor- 
feitable percentage  of  the  participant's  ac- 
crued benefit  computed  without  regard  to 
the  amendment. 

Multiemployer  plans 

As  an  exception  to  the  general  vesting  re- 
quirements, the  bill  requires  that,  in  the 
case  of  a  multiemployer  plan,  a  participant's 
accrued  benefit  derived  from  employer  con- 
tributions be  100  percent  vested  no  later 
than  upon  the  participant's  completion  of 
10  years  of  service. 

Effective  date 

The  provisions  of  the  Senate  amendment 
are  generally  applicable  for  plan  years  be- 
ginning after  December  31.  1988,  to  partici- 
pants who  perform  at  least  one  hour  of  serv- 
ice in  a  plan  year  to  which  the  new  provi- 
sion applies. 

A  special  effective  date  applies  to  plans 
maintained  pursuant  to  a  collective  bargain- 
ing agreement.  Under  this  special  rule,  in 
the  case  of  a  plan  maintained  pursuant  to  a 
collective  bargaining  agreement  between 
employee  representatives  and  one  or  more 
employers  ratified  before  March  1,  1986,  the 
amendments  are  not  effective  for  plan  years 
beginning  before  the  earlier  of  (1)  the  later 
of  (i)  January  1,  1989,  or  (ii)  the  date  on 
which  the  last  of  the  collective  bargaining 
agreements  terminates,  or  (2)  January  1. 
1991.  Extensions  or  renegotiations  of  the 
collective  bargaining  agreement,  if  ratified 
after  February  28.  1986.  are  disregarded. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment.  In  addition,  the  confer- 
ence agreement  modifies  the  rule  permit- 
ting an  employer  to  condition  participation 
in  a  plan  on  3  years  of  service.  Under  the 
conference  agreement  a  plan  may  require, 
as  a  condition  of  participation,  that  an  em- 
ployee complete  a  period  of  service  with  the 
employer  of  no  more  than  two  years.  A  plan 
that  requires  that  an  employee  complete 
more  than  one  year  of  service  as  a  condition 
of  participation  must  also  provide  that  each 
participant  in  the  plan  has  a  nonforfeitable 
right  to  100  percent  of  the  accrued  benefit 
under  the  plan  when  the  benefit  is  accrued. 

In  addition,  the  conference  agreement 
limits  the  special  rule  for  multiemployer 
plans  to  employees  covered  by  a  collective 
bargaining  agreement. 

Also,  benefits  that  become  vested  due  to 
these  provisions  are  to  be  immediately  guar- 
anteed by  the  PBGC  (without  regard  to  the 
phase-in  rule). 

The  conference  agreement  also  modifies 
the  effective  date  so  that  the  provision  ap- 
plies to  all  employees  who  have  one  hour  of 
service  after  the  effective  date.  This  revised 
effective  date  also  applies  to  the  conference 
agreement  modification  regarding  years  of 
service  required  for  participation. 

In  addition,  the  conference  agreement 
limits  the  delayed  effective  date  for  plans 
maintained  pursuant  to  a  collective  bargain- 
ing agreement  to  employees  covered  by  such 
agreements. 
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5.  Application  of  Nondiscrimination  Rules  to  In- 
tegrated Plana 

Present  Law 
In  general 

Present  law  provides  nondiscrimination 
standards  for  qualified  pension,  profit-shar- 
ing, and  stocli  bonus  plans.  These  standards 
prohibit  discrimination  in  favor  of  employ- 
ees who  are  officers,  shareholders,  or  highly 
compensated.  Under  these  standards,  cover- 
age tests  are  applied  to  determine  whether 
the  classification  of  employees  who  partici- 
pate in  a  plan  is  discriminatory.  Additional 
tests  are  applied  to  determine  whether  con- 
tributions or  benefits  under  the  plan  dis- 
criminate in  favor  of  highly  compensated 
employees. 

The  present-law  nondiscrimination  re- 
quirements are  satisfied  if  either  the  contri- 
butions or  the  benefits  under  a  qualified 
plan  do  not  discriminate  in  favor  of  highly 
compensated  employees. 

Generally,  in  applying  the  nondiscrimina- 
tion test  to  benefits  under  a  plan,  the  bene- 
fits that  are  provided  by  the  plan  for  highly 
compensated  participants  (as  a  percentage 
of  their  compensation)  is  compared  to  the 
benefits  that  are  provided  for  other  partici- 
pants. A  similar  test  may  be  applied  to  em- 
ployer contributions  under  a  plan.  A  plan 
fails  the  nondiscrimination  standard  if  both 
benefits  and  contributions  discriminate  in 
favor  of  highly  compensated  employees. 

Under  present  law,  in  determining  wheth- 
er defined  benefit  pension  plan  benefits,  as 
a  percentage  of  compensation,  discriminate 
in  favor  of  employees  who  are  highly  com- 
pensated, the  portion  of  each  employee's 
social  security  benefits  that  is  considered  to 
be  paid  for  by  the  employer  may  be  taken 
into  account.  For  this  purpose,  social  securi- 
ty benefits  mean  old  age,  survivors,  and  dis- 
ability insurance  (OASDI)  benefits  provided 
under  the  social  security  system. 

Section  401(1)  and  Revenue  Rulings  71- 
446  and  83-110  provide  guidance  for  calcu- 
lating the  maximum  amount  of  social  secu- 
rity benefits  that  may  be  taken  into  account 
under  an  employer's  qualified  plan.  In  addi- 
tion, section  401(a)(25)  prevents  increases  in 
social  security  benefits  after  an  employee's 
separation  from  service  with  an  employer 
f'om  reducing  plan  benefits.  Also,  section 
411(b)(1)(G)  provides  that  an  employee's  ac- 
crued benefit  (other  than  a  social  security 
supplement)  under  a  defined  benefit  plan 
may  not  be  reduced  on  account  of  any  in- 
crease in  the  employee's  age  or  service.  Fi- 
nally, section  411(d)(6)  provides  that,  with 
limited  exceptions,  the  accrued  benefit  of  a 
participant  may  not  be  decreased  by  plan 
amendment.  A  plan  that  meets  the  nondis- 
crimination standards  of  the  Code  only  if 
social  security  benefits  are  taken  into  ac- 
count is  referred  to  as  an  integrated  plan. 
Either  benefits  or  contributions  under  a 
plan  may  be  integrated. 
Integration  of  defined  benefit  pension  plans 
Two  basic  approaches  to  integration  of  de- 
fined benefit  pension  plans  have  been  devel- 
oped: (1)  the  "offset"  approach,  and  (2)  the 
"excess"  approach. 
Offset  plans 

A  defined  benefit  pension  plan  that  inte- 
grates under  the  offset  approach  is  referred 
to  as  an  offset  plan.  An  offset  plan  initially 
provides  each  employee  with  an  annual  pen- 
sion benefit  which  (as  a  percentage  of  com- 
pensation) does  not  discriminate  in  favor  of 
highly  compensated  employees.  For  each 
employee,  this  initial  benefit  is  then  re- 
duced, or  offset,  by  the  employer-provided 
portion  of  that  employee's  social  security 


benefit  to  arrive  at  the  actual  pension  bene- 
fit under  the  plan. 

In  1971,  the  Internal  Revenue  Service  de- 
termined that  the  value  of  employer-provid- 
ed social  security  benefits  is  equal  to  83  Vs 
percent  of  the  annualized  primary  insur- 
ance amount  (PIA)  to  which  an  employee  is 
entitled  under  the  Social  Security  Act.  This 
calculation  forms  the  basis  of  the  present- 
law  rules  for  integrating  offset  plans.  Conse- 
quently, an  offset  plan  without  integrated 
ancillary  benefits  could  integrate  its  bene- 
fits with  social  security  by  providing  each 
employee  retiring  under  the  plan  an  annual 
benefit  of,  for  example,  50  percent  of  pay 
offset  by  83 '/a  percent  of  the  employee's 
PIA.  If  an  offset  plan  provides  employees 
with  integrated  ancillary  benefits  (e.g., 
normal  retirement  benefits  not  in  the  form 
of  an  annuity?  preretirement  death  benefits, 
and  early  retirement  benefits),  the  present- 
law  rules  require  that  the  83  Vi  percent 
factor  be  reduced. 

Excess  plans 

A  pension  plan  that  integrates  under  the 
excess  approach  is  referred  to  as  an  excess 
plan.  The  basic  theory  underlying  the 
excess  approach  is  that  the  social  security 
system  provides  benefits  based  on  only  a 
certain  portion  of  an  employee's  earnings. 
An  excess  plan  is  designed  to  provide  bene- 
fits (or  added  benefits)  based  on  the  portion 
of  an  employee's  earnings  "in  excess"  of  the 
integration  level,  on  the  earnings  on  which 
social  security  benefits  are  provided.  An 
excess  plan  properlj^  integrates  if  the  bene- 
fits with  respect  to  compensation  in  excess 
of  the  integration  level  are  not  greater,  as  a 
percentage  of  pay,  than  the  benefits  provid- 
ed by  social  security  on  compensation  up  to 
the  integration  level. 

The  Internal  Revenue  Service  determined 
that  the  employer-provided  portion  of  bene- 
fits under  social  security  averages  37 '/4  per- 
cent of  the  average  annual  maximum  wages 
on  which  social  security  benefits  are  based 
(covered  compensation).  This  calculation 
forms  the  basis  of  the  present-law  rules  for 
integrating  excess  plans.  Consequently,  for 
an  employee  retiring  at  age  65  with  at  least 
15  years  of  service  in  1986,  an  excess  plan 
will  integrate  properly  if  it  provides  benefits 
at  a  rate  no  greater  than  37'/*!  percent  of 
final  average  compensation  in  excess  of  ap- 
proximately $15,000  (covered  compensation 
for  such  an  employee),  although  it  provides 
no  benefits  with  respect  to  the  first  $15,000 
of  final  pay. 

If  an  excess  plan  provides  benefits  on 
compensation  up  to  covered  compensation, 
then  it  can  provide  benefits  at  a  higher  rate 
on  pay  above  the  level  of  covered  compensa- 
tion. However,  the  rate  at  which  benefits 
are  provided  above  covered  compensation 
cannot  exceed  the  rate  at  which  benefits  are 
provided  on  compensation  up  to  covered 
compensation  by  more  than  37  Vi  percent. 
For  example,  an  integrated  excess  plan 
could  provide  benefits  at  the  rate  of  12  Mi 
percent  for  all  final  average  compensation 
plus  50  percent  (i.e.,  3TV2  percent  plus  12'/4 
percent)  of  final  pay  in  excess  of  covered 
compensation. 

As  is  the  case  with  an  offset  plan,  if  an 
excess  plan  has  Integrated  ancillary  bene- 
fits, the  37%  percent  factor  must  be  re- 
duced. In  addition,  the  37"^  percent  factor 
must  be  reduced  for  an  excess  plan  that 
uses  an  integration  wage  level  higher  than 
covered  compensation  (or  the  otherwise  ap- 
plicable maximum  integration  wage  level)  or 
determines  a  participant's  final  average 
compensation  on  the  basis  of  a  period  short- 
er than  5  consecutive  years. 


A  defined  benefit  plan  formula  may  be 
either  a  flat  benefit  formula,  as  illustrated 
above,  or  a  unit  benefit  formula  under 
which  the  benefit  is  based  on  the  number  of 
an  employee's  years  of  service  with  the  em- 
ployer. Examples  of  fully  integrated  unit 
benefit  formulas  (assuming  no  required  ad- 
justments for  ancillary  benefits  or  alterna- 
tive integration  wage  levels)  are  (i)  annual 
benefit  at  age  65  equal  to  1.4  percent  of 
career  average  compensation  in  excess  of 
the  integration  wage  level  (the  taxable  wage 
base)  for  each  year  of  service  with  the  em- 
ployer, and  (ii)  annual  benefit  at  age  65 
equal  to  1  percent  of  final  average  compen- 
sation in  excess  of  covered  compensation 
times  years  of  service  with  the  employer.  Of 
course,  these  1.4  percent  and  1  percent  fac- 
tors must  be  reduced  if  the  excess  plan  has 
integrated  ancillary  benefits  or  uses  a 
higher  integration  wage  level. 

Under  present  law,  the  integration  rules 
allow  an  employer  to  implicitly  take  credit 
for  the  OASDI  contributions  of  former  em- 
ployers of  an  employee.  Thus,  for  example, 
an  employee  who  retires  at  age  65  with  15 
years  of  service  under  a  flat  benefit  excess 
plan  may  receive  a  benefit  under  an  inte- 
grated plan  of  37 'A  percent  of  final  average 
compensation  in  excess  of  covered  compen- 
sation, even  though  the  employee  worked 
with  the  employer  only  for  the  last  15  years. 
The  current  integration  rules  are  even  more 
generous  under  an  offset  plan  because  the 
maximum  offset  of  83  Va  percent  could  be  ap- 
plied to  an  employee  retiring  at  age  65  with 
as  little  as  one  year  of  service.  OASDI  bene- 
fits are  earned,  however,  over  the  entire 
working  career  of  the  employee. 
Integration  of  defined  contribution  plans 

Defined  contribution  plans  do  not  provide 
specified  benefit  formulas.  Defined  contri- 
bution plans  provide  for  contributions  to  be 
accumulated  in  a  separate  account  for  each 
employee.  Accordingly,  such  plans  are  inte- 
grated by  taking  into  account  the  employer- 
paid  portion  of  social  security  taxes.  Specifi- 
cally, a  defined  contribution  plan  is  inte- 
grated by  reducing  contributions  to  the  plan 
with  respect  to  the  portion  of  an  employee's 
pay  subject  to  the  social  security  OASDI 
tax  (i.e.,  the  taxable  wage  base  or  $42,000 
for  1986) 

Since  1983,  an  employer  has  been  able  to 
integrate  a  defined  contribution  plan  by  re- 
ducing contributions  on  behalf  of  an  em- 
ployee by  no  more  than  an  amount  equal  to 
the  employee's  taxable  wage  base  multiplied 
by  the  actual  OASDI  tax  rate.  Thus,  a 
profit-sharing  plan  could  provide  contribu- 
tions of  5.7  percent  (the  OASDI  tax  rate)  of 
1986  pay  in  excess  of  $42,000  (the  1986  tax- 
able wage  base)  and  no  contributions  for 
1986  with  respect  to  the  first  $42,000  of  pay. 
Similarly,  if  a  plan  provided  for  1986  contri- 
butions of  10  percent  of  pay  In  excess  of 
$42,000,  it  would  Integrate  properly  only  if 
it  provided  for  1986  contributions  of  at  least 
4.3  percent  with  respect  to  the  first  $42,000 
of  pay.  For  a  profit-sharing  or  stock  bonus 
plan  to  be  properly  integrated,  the  plan 
must  also  provide  benefits  only  up>on  retire- . 
ment.  death,  or  other  separation  from  serv- 
ice. Adjustments  to  the  5.7  percent  factor 
are  required  only  if  the  plan  uses  an  inte- 
gration wage  level  higher  than  the  current 
taxable  wage  base. 
Top-heavy  plans 

A  qualified  plan  that  is  top-heavy  must 
provide  a  minimum  nonlntegrated  benefit 
or  contribution  derived  from  employer  con- 
tributions for  each  employee  who  is  a  par- 
ticipant in  the  plan  and  who  Is  not  a  key 
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employee  (sec.  416).  The  rule  is  designed  to 
reflect  the  higher  proportion  of  tax  advan- 
tages allocated  to  the  benefit  of  key  employ- 
ees in  a  top-heavy  plan.  Generally,  a  plan  is 
top  heavy  if  more  than  60  percent  of  the 
benefits  it  provides  are  for  key  employees 
(sec.  416). 

A  defined  benefit  pension  plan  satisfies 
this  minimum  benefit  requirement  if,  on  a 
cumulative  basis,  the  accrued  benefit  of 
each  participant  who  is  not  a  key  employee, 
when  expressed  as  an  annual  retirement 
benefit,  is  not  less  than  two  percent  of  the 
employee's  average  annual  compensation 
from  the  employer,  multiplied  by  the 
number  of  the  employee's  years  of  service 
with  the  employer.  However,  an  employee's 
minimum  benefit  is  not  required  to  exceed 
20  percent  of  such  average  aruiual  compen- 
sation. This  required  minimum  benefit  may 
not  be  eliminated  or  reduced  on  account  of 
the  employee's  social  security  benefits  (i.e.. 
the  minimum  benefit  is  a  "nonintegrated" 
benefit). 

For  a  plan  year  for  which  a  defined  contri- 
bution plan  is  a  top-heavy  plan,  the  employ- 
er generally  must  contribute  on  behalf  of 
each  plan  participant  who  is  not  a  key  em- 
ployee an  amount  not  less  than  three  per- 
cent of  the  participant's  compensation.  The 
minimum  contribution  must  be  made  for 
each  year  in  which  the  plan  is  top-heavy. 
However,  if  the  employer's  contribution  rate 
for  each  participant  who  is  a  key  employee 
for  the  plan  year  is  less  than  three  percent, 
the  required  minimum  contribution  rate  for 
each  non-key  employee  generally  is  limited 
to  the  highest  contribution  rate  for  any  key 
employee.  The  required  minimum  contribu- 
tion must  be  a  nonintegrated  contribution. 
House  Bill 

The  House  bill  revises  the  manner  in 
which  a  pension  plan  may  be  integrated 
with  social  security.  Pursuant  to  regulations 
to  be  issued  by  the  Secretary  of  the  Treas- 
ury, the  maximum  amount  of  social  security 
benefits  that  may  be  taken  into  account  by 
an  employer  for  any  year  of  service  with 
such  employer  may  not  exceed  1/40  of  the 
total  social  security  benefits  p>ermitted  to  be 
taken  into  account.  Thus,  the  bill  precludes 
an  employer  from  taking  into  account  bene- 
fits attributable  to  OASDI  contributions  of 
former  employers  of  an  employee. 

Under  a  flat-benefit  excess  plan,  the  full 
3Tii  percent  excess  amount  (reduced  for  in- 
tegrated ancillary  benefits)  could  be  applied 
only  to  an  employee  who  had  40  years  of 
service  with  the  employer  upon  retirement 
at  age  65.  If  an  employee  only  had  20  years 
of  service  with  the  employer,  the  maximum 
excess  benefit  at  age  65  would  be  16.75  per- 
cent (37V4  multiplied  by  20/40.  the  ratio  of 
20  years  of  service  to  40),  assuming  that  the 
plan  has  no  integrated  ancillary  benefits. 

For  an  offset  plan,  the  full  83 '/j  percent 
offset  (reduced  for  integrated  ancillary  ben- 
efits) could  be  applied  only  to  an  employee 
who  retired  at  age  65  with  40  years  of  serv- 
ice with  the  employer.  Thus,  if  an  employee 
retired  at  age  65  with  30  years  of  service 
with  the  employer,  the  maximum  offset 
would  be  62.5  percent  (83 'A  multiplied  by 
30/40.  the  ratio  of  30  years  of  service  to  40). 
assuming  the  plan  has  no  integrated  ancil- 
lary benefits. 

The  bill  generally  would  not  have  a  signif- 
icant effect  on  unit  benefit  plans  t>ecause 
such  plans  will  automatically  reduce  the 
social  security  benefit  taken  into  account 
under  the  plan  for  employees  retiring  with 
less  than  37  V4  years  of  service  due  to  the  re- 
duced number  of  years  taken  into  account 
under  the  unit  benefit  formula  for  such  em- 


ployees. Furthermore,  the  bill  generally 
would  not  affect  the  integration  of  defined 
contribution  plans  integrated  with  OASDI 
benefits  (except  to  the  extent  such  plans 
are  determined  to  be  nondiscriminatory  on 
the  basis  of  benefits).  Also,  the  committee 
anticipates  that  similar  rules  would  apply  to 
the  integration  of  other  employer-provided 
l)enefits  under  Federal.  State,  or  foreign 
law. 

The  provision  applies  to  plan  years  begin- 
ning after  December  31.  1986. 

Senate  Amendment 
In  general 

The  Senate  amendment  provides  that  a 
plan  is  not  to  be  considered  discriminatory 
merely  because  the  contributions  and  bene- 
fits of  (or  on  behalf  of)  employees  under  the 
plan  favor  highly  compensated  employees  if 
the  plan  meets  the  new  requirements  of  the 
bill  relating  to  the  integration  of  contribu- 
tions or  benefits. 

Permitted  disparity  in  defined  contribution 
plans 

In  general— Under  the  Senate  amend- 
ment, a  defined  contribution  plan  meets  the 
disparity  limits  for  integrated  plans  only  if 
the  excess  contribution  percentage  under 
the  plan  does  not  exceed  the  base  contribu- 
tion percentage  by  an  amount  specified  in 
the  bill.  The  bill  provides  that  the  excess 
contribution  percentage  is  not  to  exceed  the 
lesser  of  (1)  200  percent  of  the  base  contri- 
bution percentage,  or  (2)  the  sum  of  the 
base  contribution  percentage  and  the  rate 
of  the  tax  imposed  on  employers  under  the 
Federal  Insurance  Contributions  Act  (5.7 
percent  for  1986)  as  of  the  beginning  of  the 
plan  year. 

For  example,  under  the  Senate  amend- 
ment, if  a  defined  contribution  plan  provid- 
ed for  contributions  of  10  percent  of  pay  on 
compensation  in  excess  of  the  taxable  wage 
base,  then  the  plan  is  required  to  provide 
contributions  of  at  least  5  percent  of  pay  on 
compensation  up  to  the  taxable  wage  base 
in  order  to  satisfy  the  integration  rules  for 
defined  contribution  plans.  Alternatively,  if 
the  plan  provided  contributions  of  10  per- 
cent of  pay  on  compensation  up  to  the  tax- 
able wage  base,  then  the  contributions  for 
compensation  in  excess  of  the  taxable  wage 
base  are  limited  to  15.7  percent  because  the 
permitted  disparity  cannot  be  greater  than 
the  OASDI  tax  rate  (i.e.,  5.7  percent  in 
1986). 

Contributions  to  a  plan  that  are  subject  to 
the  nondiscrimination  rules  in  section 
401(k)  or  401(m)  (or.  in  the  case  of  simpli- 
fied employer  pensions,  sec.  408(k)(6))  may 
not  rely  on  these  integration  requirements, 
but  rather  must  satisfy  the  separate  nondis- 
crimination rules  under  such  other  provi- 
sions. 

Excess  contribution  percentage.— Under 
the  Senate  amendment,  the  excess  contribu- 
tion percentage  is  the  percentage  of  remu- 
neration that  is  contributed  under  the  plan 
with  respect  to  that  portion  of  remunera- 
tion in  excess  of  the  compensation  level 
specified  under  the  plan  for  the  year. 

Base  contribution  percentage.— The 
Senate  amendment  provides  that  the  base 
contribution  percentage  is  the  percentage  of 
remuneration  contributed  under  the  plan 
with  respect  to  that  portion  of  remunera- 
tion not  in  excess  of  the  compensation  level 
specified  under  the  plan  for  the  year. 

Under  the  Senate  amendment,  the  com- 
pensation level  refers  to  the  dollar  amount 
of  remuneration  specified  under  the  plan  as 
the  compensation  level  for  the  year.  The 
compensation   level   specified   in   the   plan 


may  not  exceed  the  contributions  or  benefit 
base  under  the  Social  Security  Act  (i.e.,  the 
taxable  wage  base)  in  effect  at  the  begin- 
ning of  the  plan  year  ($42,000  for  plan  years 
beginning  in  1986).  In  addition,  an  employer 
may  not  set  a  lower  compensation  level  if 
such  level  discriminates  in  favor  of  highly 
compensated  employees. 

Kemunerotion.— Remuneration  is  defined 
as  total  compensation,  or  basic  or  regular 
compensation,  whichever  is  used  in  deter- 
mining contributions  or  benefits  under  the 
plan.  With  respect  to  a  self-employed  indi- 
vidual, the  Senate  amendment  provides  that 
compensation  includes  the  individual's 
earned  income.  The  self-employed  individ- 
ual's basic  or  regular  rate  of  compensation 
is  equal  to  the  portion  of  the  individual's 
earned  income  that  bears  the  same  ratio  to 
his  earned  income  as  the  regular  or  basic 
compensation  of  employees  under  the  plan 
bears  to  the  total  compensation  of  such  em- 
ployees. 

Permitted  disparity  in  defined  benefit  pen- 
sion plans 

In  general 

Under  the  Senate  amendment,  a  defined 
benefit  pension  plan  meets  the  requirement 
for  integrated  plans  only  if  it  meets  the  re- 
quirements for  integrated  offset  plans  or 
those  for  integrated  excess  plans.  Under  a 
special  limitation  provided  by  the  Senate 
amendment,  a  defined  benefit  pension  plan 
will  not  fail  to  meet  the  nondiscrimination 
rules  (sec.  401(a)(4))  merely  because  it  limits 
benefits  by  reference  to  the  final  pay  of  a 
participant. 

Excess  plans 

In  general— A  defined  benefit  pension 
plan  meets  the  disparity  limits  for  integrat- 
ed excess  plans  if  (1)  the  excess  benefit  per- 
centage does  not  exceed  200  percent  of  the 
base  benefit  percentage,  and  (2)  any  option- 
al form  of  benefit,  preretirement  benefit,  ac- 
tuarial factor,  or  other  benefit  or  feature 
provided  by  the  plan  with  respect  to  remu- 
neration in  excess  of  the  compensation  level 
specified  by  the  plan  for  the  year  is  provid- 
ed with  respect  to  remuneration  that  is  not 
in  excess  of  that  level. 

Benefit  percentages.— Under  the  rules  for 
integration  of  defined  benefit  pension  plans 
as  excess  plans,  the  excess  and  base  benefit 
percentages  are  to  be  computed  in  the  same 
manner  as  those  percentages  are  to  be  com- 
puted for  defined  contribution  plans,  except 
that  the  computation  is  to  be  based  on  bene- 
fits rather  than  contributions.  Thus,  the 
term  the  "excess  benefit  percentage"  refers 
to  the  benefits  provided  under  the  plan  (ex- 
pressed as  a  percentage  of  remuneration) 
with  respect  to  that  portion  of  remunera- 
tion in  excess  of  the  compensation  level 
specified  in  the  plan.  The  base  benefit  per- 
centage refers  to  the  benefits  provided 
under  the  plan  (expressed  as  a  percentage 
of  remuneration)  with  respect  to  that  por- 
tion of  remuneration  not  in  excess  of  the 
compensation  level  specified  in  the  plan. 

For  purposes  of  the  rules  relating  to  de- 
fined benefit  excess  plans,  the  terms  "com- 
pensation level"  and  "remuneration"  have 
the  same  meanings  as  for  purposes  of  the 
rules  relating  to  defined  contribution  plans. 

Offset  plans 

In  general.— A  defined  l)enefit  pension 
plan  meets  the  requirements  for  integrated 
offset  plans  if  it  provides  that  a  partici- 
pant's accrued  benefit  derived  from  employ- 
er contributions  (sec.  411(c)(1))  may  not  X>e 
reduced  by  reason  of  the  offset  by  more 
than  50  percent  of  the  benefit  that  would 
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have  accrued  without  regard  to  the  reduc- 
tion. The  bill  provides  that  a  defined  benefit 
pension  plan  is  an  offset  plan  if  each  par- 
ticipant's normal  retirement  benefit  derived 
from  employer  contributions  (sec.  411)  is  re- 
duced (offset)  by  a  dollar  amount  specified 
by  the  plan  and  if  the  same  dollar  amount 
of  reduction  is  applicable  to  all  plan  partici- 
pants. The  Secretary  is  directed  to  prescribe 
rules  for  "normalizing"  benefits,  though  not 
necessarily  in  the  manner  described  in  Rev. 
Rul.  81-202,  and  to  prevent  discriminatory 
modifications  in  the  amount  of  the  dollar 
offset  from  year  to  year. 

Example.— Under  an  offset  plan,  the 
offset  may  never  reduce  a  participant's  ac- 
crued benefit  by  more  than  50  percent,  and 
may  accrue  no  faster  than  the  rate  at  which 
the  participant's  benefit  under  the  plan 
would  accrue  without  regard  to  the  offset. 
For  example,  assume  that  a  plan  provides 
for  a  normal  retirement  benefit  of  50  per- 
cent of  final  pay,  less  $20,000.  The  plan  pro- 
vides that  the  participant's  accrued  benefit 
is  to  accrue  under  the  fractional  accrual 
rule  of  section  411(b).  Normal  retirement 
age  under  the  plan  is  age  65.  Assume  that  a 
participant  commences  working  for  the  em- 
ployer and  becomes  a  participant  in  the 
plan  at  age  40.  Upon  the  date  that  the  par- 
ticipant has  completed  5  years  of  service 
with  the  employer,  the  participant  has  an 
accrued  benefit  (without  regard  to  the 
dollar  offset)  of  5/25ths  of  50  percent  of 
final  pay  (or  10  percent  of  final  pay).  At 
that  time,  the  value  of  the  offset  "accrued" 
to  the  participant  may  not  exceed  the  lesser 
of  (a)  5/25ths  of  $20,000  ($4,000),  or  (b)  one- 
half  of  the  participant's  accrued  benefit  (de- 
termined without  regard  to  the  offset)  to 
date. 
Multiple  plans 

The  bill  provides  rules  that  apply  to  a 
plan  that  benefits  a  highly  compensated 
employee  who  participates  in  2  or  more 
plans  maintained  by  the  employer  that 
would  be  considered  discriminatory  but  for 
the  integration  rules.  In  such  a  case,  the  in- 
tegration rules  are  to  be  applied  to  each  of 
the  plans  by  taking  into  account  the  total 
contributions  and  benefits  for  such  highly 
compensated  employee  under  all  of  such 
plans  of  the  employer. 
Benefits  limited  by  reference  to  final  pay 
The  bill  provides  that  a  defined  benefit 
pension  plan  (including  an  offset  or  excess 
plan)  is  not  to  be  considered  discriminatory 
merely  because  it  provides  that  the  employ- 
er-provided accrued  retirement  benefit  for 
any  participant  under  the  plan  is  not  to 
exceed  the  excess  (if  any)  of  (1)  the  partici- 
pant's final  pay  with  the  employer,  over  (2) 
the  employer-provided  retirement  benefit, 
created  under  Federal  law,  that  is  attributa- 
ble to  the  participant's  service  with  the  em- 
ployer. The  Secretary  shall  prescribe  rules 
for  "normalizing"  accrued  benefits  for  pur- 
poses of  this  rule.  Also,  this  limit  may  not 
be  applied  to  reduce  minimum  benefits 
under  the  top-heavy  rules. 

Under  the  bill,  for  purposes  of  determin- 
ing the  final-pay  limit  that  may  be  imposed 
by  an  integrated  defined  benefit  pension 
plan,  a  participant's  final  pay  is  the  total 
compensation  paid  to  the  participant  by  the 
employer  during  the  participant's  highest 
year  of  compensation  ending  with  or  within 
the  5-year  period  ending  with  the  year  in 
which  the  participant  separated  from  serv- 
ice with  the  employer. 


Effective  date 

The  provisions  are  effective  with  respect 
to  benefits  accrued  in  plan  years  beginning 
after  December  31.  1988. 

A  special  effective  date  applies  to  plans 
maintained  pursuant  to  a  collective  bargain- 
ing agreement.  Under  this  special  rule,  in 
the  case  of  a  plan  maintained  pursuant  to  a 
collective  bargaining  agreement  between 
employee  representatives  and  one  or  more 
employers  ratified  before  March  1,  1986,  the 
amendments  are  not  effective  for  plan  years 
beginning  before  the  earlier  of  (1)  the  later 
of  (i)  January  1,  1989.  or  (ii)  the  date  on 
which  the  last  of  the  collective  bargaining 
agreements  terminates,  or  (2)  January  1, 
1991.  Extensions  or  renegotiations  of  the 
collective  bargaining  agreement,  if  ratified 
after  February  28, 1986,  are  disregarded. 

Conference  Agreement 
In  general 

The  conference  agreement  generally  fol- 
lows both  the  House  bill  and  the  Senate 
amendment  with  the  following  modifica- 
tions; (1)  the  deemed  accrual  period  for 
social  security  benefits  in  the  House  bill  is 
reduced  from  40  years  to  35  years  and  is  ap- 
plied for  purposes  of  integrating  offset 
plans,  flat  excess  plans,  and  unit  benefit 
excess  plans;  (2)  in  order  to  limit  the  extent 
to  which  an  employer  may  increase,  relative 
to  the  present  law  integration  rules,  the  dis- 
parity between  benefits  accruing  with  re- 
spect to  compensation  above  and  below  the 
integration  level,  additional  limits  on  such 
disparity  are  applied;  and  (3)  the  uniform 
definition  of  compensation  under  new  sec- 
tion 414(s)  is  applied  (see  Part  B.I.,  above). 
The  additional  limits  added  by  the  agree- 
ment on  the  permitted  disparity  are  a  sim- 
plified form  of  the  present-law  integration 
rules,  modified  to  eliminate  the  need  for 
offset  plans  to  determine  an  employee's 
actual  lifetime  social  security  benefit,  pro- 
vide for  parity  between  offset  plans  and 
excess  plans,  provide  uniform  rules  for  both 
final  average  excess  plans  and  career  aver- 
age excess  plans,  and  eliminate  the  adjust- 
ments for  integrated  ancillary  benefits 
(except  for  early  retirement  benefits). 

The  conferees  recognize  that  some  plans 
that  satisfy  both  the  present-law  integra- 
tion rules  and  the  rules  adopted  in  the 
House  bill  and  the  Senate  amendment  may 
not  satisfy  the  additional  limits  added  by 
the  agreement.  Similarly,  the  conferees  re- 
alize that  for  some  other  plans  the  addition- 
al limiU  will  permit  a  greater  disparity  in 
benefits  above  and  below  the  Integration 
level  than  that  permitted  under  present  law. 
However,  the  conferees  have  determined 
that.  In  attempting  to  limit  the  disparity 
permitted  under  the  new  rules  to  approxi- 
mately the  levels  permitted  under  present 
law,  the  goals  of  simplifying  the  integration 
rules,  providing  consistent  rules  for  differ- 
ent types  of  plans,  and  updating  the  rules  to 
reflect  the  current  social  security  system 
justify  the  simplified  approach  adopted 
under  the  agreement. 

Permitted  disparity  in  defined  contribution 
plans 
Under  the  agreement,  a  defined  contribu- 
tion plan  meets  the  disparity  limits  for  inte- 
grated plans  only  if  the  excess  contribution 
percentage  (i.e.,  the  contribution  with  re- 
spect to  compensation  over  the  integration 
level,  expressed  as  a  percentage  of  compen- 
sation) does  not  exceed  the  base  contribu- 
tion percentage  (i.e..  the  contribution  with 
respect  to  compensation  up  to  the  integra- 
tion level,  expressed  as  a  percentage  of  such 
compensation)  by  more  than  the  lesser  of  (i) 


the  base  contribution  percentage,  or  (ii)  the 
greater  of  5.7  percentage  points  or  the  per- 
centage equal  to  the  portion  of  the  rate  of 
tax  in  effect  under  section  3111(a)  attributa- 
ble to  old-age  insurance  as  of  the  beginning 
of  the  plan  year. 

The  conferees  understand  that  for  1986 
the  rate  of  tax  attributable  to  old-age  insur- 
ance is  less  than  5  percent.  The  conferees 
expect  that  the  Social  Security  Administra- 
tion will  advise  the  Secretary  when  such 
rate  becomes  greater  than  5.7  percent  and, 
thereafter,  will  determine  the  amount  of 
such  rate  and  advise  the  Secretary  for 
timely  publication. 

As  under  the  Senate  amendment,  a  plan 
must  specify  the  applicable  integration  level 
for  a  year.  The  maximum  integration  level 
permitted  for  a  year,  however,  is  the  OASDl 
contribution  and  benefit  base  under  social 
security  (taxable  wage  base)  In  effect  at  the 
beginning  of  the  year  ($42,000  for  plan 
years  beginning  in  1986).  The  Secretary  may 
develop  such  rules  as  are  necessary  to  pre- 
vent an  employer  from  selecting  a  lower  in- 
tegration level  that  discriminates  in  favor  of 
highly  compensated  employees.  Also,  contri- 
butions subject  to  the  nondiscrimination 
rules  of  section  401(k),  401(m),  or  408(k)(6) 
may  not  rely  on  the  integration  rules  to  sat- 
isfy such  rules.  Finally,  the  agreement  does 
not  modify  any  other  requirements  current- 
ly applicable  to  integrated  defined  contribu- 
tion plans,  including,  for  example,  the  re- 
quirement that  an  integrated  profit-sharing 
or  stock  bonus  plaui  provide  benefits  only 
upon  retirement,  death,  or  other  separation 
from  service. 

Permitted  disparity  in  defined  benefit  pen- 
sion plans 

In  general 

The  agreement  provides  both  ratio  limits 
and  percentage  point  limits  on  the  maxi- 
mum disparity  permitted  under  a  defined 
benefit  excess  plan  and  on  the  maximum 
offset  permitted  under  a  defined  benefit 
offset  plan.  The  ratio  limits  are  the  same  as 
the  limits  adopted  in  the  Senate  amend- 
ment. The  percentage  point  limits  are  a  sim- 
plified form  of  the  present-law  integration 
rules. 

Excess  plans 

In  general— The  agreement  provides  that 
the  excess  benefit  percentage  (i.e..  benefits 
provided  with  respect  to  compensation  in 
excess  of  the  applicable  integration  level, 
expressed  as  a  percentage  of  compensation) 
under  a  defined  benefit  excess  plan  may  not 
exceed  the  base  benefit  percentage  (i.e.. 
benefits  provided  with  respect  to  compensa- 
tion not  in  excess  of  such  Integration  level, 
expressed  as  a  percentage  of  such  compen- 
sation) by  more  than  the  maximum  excess 
allowance. 

Maximum  excess  allowance.— In  the  case 
of  an  excess  plan,  the  maximum  excess  al- 
lowance with  respect  to  benefits  attributa- 
ble to  any  year  of  service  taken  Into  account 
under  the  plan  is  the  lesser  of  (i)  the  base 
benefit  percentage,  or  (ii)  3/4  of  a  percent- 
age point.  The  maximum  excess  allowance 
for  such  a  plan  with  respect  to  total  benefits 
is  the  lesser  of  (i)  the  base  benefit  percent- 
age, or  (ii)  3/4  of  a  percentage  point  times 
the  participants  years  of  service  (not  in 
excess  of  35)  taken  into  account  under  the 
plan. 

These  limits  apply  to  excess  plans  that 
base  benefits  on  final  average  compensation 
as  well  as  excess  plans  that  base  benefits  on 
career  average  compensation.  Under  the 
conference  agreement,  an  integrated  final 
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pay  plan  may  not  tMse  plan  benefits  on  less 
than  3  years  of  service  (or  for  a  participant's 
full  period  of  service,  if  less). 

A  year  is  treated  as  taken  into  account 
under  a  plan  for  purposes  of  applying  the 
maximum  excess  allowance  if  benefits  are 
treated  as  accruing  on  behalf  of  the  partici- 
pant for  such  year.  Thus,  for  example,  an 
excess  plan  that  provides  for  the  accrual  of 
benefits  over  a  participant's  years  of  partici- 
pation is  to  be  treated  as  taking  only  years 
of  participation  into  account. 

This  maximum  excess  allowance  applies 
to  both  a  nat-t>enefit  final  pay  plan  and  a 
unit  benefit  final  pay  plan.  For  example, 
assume  a  flat-benefit  plan  with  a  benefit 
formula  providing  a  retirement  benefit  for 
any  participant  retiring  at  age  65  with  at 
least  15  years  of  service  equal  to  20  percent 
of  the  participant's  final  average  compensa- 
tion not  in  excess  of  the  applicable  integra- 
tion level.  Assume  further  that  the  plan 
provides  for  the  accrual  of  the  retirement 
benefit  under  the  fractional  rule  of  section 
411(b).  In  order  to  satisfy  the  new  integra- 
tion rules  with  respect  to  a  participant  retir- 
ing at  age  65  with  20  years  of  participation, 
the  plan  may  not  provide  a  benefit  in  excess 
of  35  percent  of  compensation  over  the  inte- 
gration level.  If  this  participant  had  35 
years  of  participation  at  age  65.  the  plan 
would  be  precluded  from  providing  a  benefit 
with  respect  to  final  average  compensation 
over  the  integration  level  in  excess  of  40 
percent  of  such  compensation.  If  an  employ- 
ee with  10  years  of  participation  in  this  plan 
separated  from  service  at  age  50.  such  em- 
ployee's accrued  benefit  would  be  8  percent 
of  his  final  average  compensation  up  to  the 
applicable  integration  level  plus  up  to  15.5 
percent  of  his  final  average  compensation 
over  the  integration  level. 

ReduciioTis  of  the  3/4  percent  factor.— The 
Secretary  is  directed  to  prescribe  regula- 
tions requiring  the  reduction  of  the  3/4  per- 
cent factor  in  the  maximum  excess  allow- 
ance for  plans  (both  final  average  and 
career  average  plans)  using  integration 
levels  in  excess  of  covered  compensation. 
The  conferees  direct  the  Secretary  to  pro- 
vide for  such  reductions  on  the  basis  of 
brackets  of  integration  levels  in  excess  of 
covered  compensation.  Such  reductions  and 
brackets  should  correspond  to  the  compara- 
ble reductions  and  brackets  for  offset  plans. 
The  Secretary  is  not  authorized,  however,  to 
provide  for  an  increase  in  the  3/4  factor  for 
plans  using  integration  levels  lower  than 
covered  compensation. 

The  term  "covered  compensation"  has  the 
same  meaning  as  under  present  law.  i.e.. 
with  respect  to  an  employee,  the  average  of 
the  taxable  wage  bases  in  effect  for  each 
year  during  the  35-year  period  ending  with 
the  year  the  employee  attains  age  65,  as- 
suming no  increase  in  such  wage  base  for 
years  after  the  current  year  and  before  the 
employee  actually  attains  age  65. 

The  conferees  intend  that  the  reductions 
for  higher  integration  levels  will  reflect  the 
decreasing  percentages  of  compensation  re- 
placed by  the  employer-provided  PIA  under 
social  security  as  compensation  increases 
above  covered  compensation.  The  Secretary 
is  directed  to  consult  with  the  Social  Securi- 
ty Administration  in  developing  the  pre- 
scribed reductions. 

Optional  forms  of  benefits  and  other  fea- 
tures.—The  agreement  follows  the  require- 
ment in  the  Senate  amendment  that  any  op- 
tional form  of  benefit,  preretirement  bene- 
fit, actuarial  factor,  and  other  factor  or  fea- 
ture under  the  plan  provided  with  respect  to 
compensation  above   the  integration   level 


also  be  provided  with  respect  to  compensa- 
tion below  the  integration  level.  Thus,  for 
example,  if  a  lump  sum  distribution  option, 
calculated  using  particular  actuarial  as- 
sumptions, is  available  with  respect  to  bene- 
fits relating  to  compensation  above  the  inte- 
gration level,  the  same  lump  sum  option 
must  be  available  on  an  equivalent  basis 
with  respect  to  benefits  based  on  compensa- 
tion up  to  the  integration  level. 

Multiple  integration  levels.— The  Secre- 
tary is  directed  to  provide  rules  under  which 
an  excess  plan  may  use  2  or  more  integra- 
tion levels.  The  permitted  disparity  with  re- 
spect to  each  such  integration  level  should 
be  based  on  the  percentages  of  compensa- 
tion up  to  each  such  level  replaced  by  the 
employer-provided  portion  of  PIA  under 
social  security. 

Offset  plans 

The  agreement  provides  that  in  the  case 
of  a  defined  benefit  offset  plan,  a  partici- 
pant's accrued  benefit  may  not  be  reduced 
by  reason  of  the  offset  by  more  than  the 
maximum  offset  allowance  for  such  partici- 
pant. The  maximum  offset  allowance  with 
respect  to  a  participant  for  any  year  of  serv- 
ice taken  into  account  under  the  plan  is  the 
lesser  of  (i)  50  percent  of  the  benefit  that 
would  have  accrued  without  regard  to  the 
offset  reduction,  or  (ii)  3/4  percent  of  the 
participant's  final  average  compensation 
times  the  participant's  years  of  service  with 
the  employer  (not  in  excess  of  35)  taken 
into  account  under  the  plan.  For  purposes 
of  this  allowance,  a  participant's  final  aver- 
age compensation  is  to  be  calculated  by  dis- 
regarding compensation  in  any  year  over 
the  taxable  wage  base  for  such  year. 

The  Secretary  is  directed  to  reduce  the  3/ 
4  factor  under  the  maximum  offset  allow- 
ance for  participants  with  final  average 
compensation  in  excess  of  covered  compen- 
sation. Such  reductions  are  to  be  based  on 
the  decreasing  percentages  of  compensation 
replaced  by  the  employer-provided  PIA 
under  social  security  as  compensation  in- 
creases above  covered  compensation.  The 
Secretary  is  directed  to  consult  with  the 
Social  Security  Administration  in  develop- 
ing such  prescribed  reductions.  In  addition, 
the  reductions  applicable  to  the  3/4  factor 
for  offset  plans  should  correspond  to  the  re- 
ductions applicable  to  the  3/4  factor  for 
excess  plans  using  integration  levels  in 
excess  of  covered  compensation.  Finally,  the 
conferees  direct  the  Secretary  to  publish  an- 
nually a  table  setting  forth  the  appropriate 
offset  factors  for  brackets  of  final  average 
compensation  in  excess  of  covered  compen- 
sation. 

The  term  "offset  plan"  means  any  defined 
benefit  plan  under  which  the  employer-pro- 
vided benefit  for  each  participant  is  reduced 
by  an  amount  specified  in  the  plan  not  in 
excess  of  the  maximum  offset  allowance  for 
such  participant.  In  addition,  an  offset  plan 
must  base  benefits  on  average  annual  com- 
pensation for  at  least  the  lesser  of  (1)  a  3- 
year  period  or  (2).  the  total  number  of  the 
participant's  years  of  service.  Such  term 
does  not  include  a  qualified  plan  merely  be- 
cause the  benefits  under  such  plan  are  re- 
duced by  benefits  under  another  qualified 
plan.  An  offset  plan  may  reduce  partici- 
pants' benefits  by  less  than  the  maximum 
offset  allowance  so  long  as  the  offset 
amount  or  formula  is  specified  in  the  plan, 
does  not  discriminate  in  favor  of  highly 
compensated  employees,  and  is  not  other- 
wise inconsistent  with  the  purposes  of  the 
integration  rules. 


Reductions  for  early  retirement  benefits 
Under  the  conference  agreement,  the  Sec- 
retary is  also  directed  to  reduce  the  3/4  per- 
cent factor  in  the  maximum  excess  allow- 
ance and  maximum  offset  allowance  for 
plans  providing  for  unreduced  benefits 
(other  than  for  disability,  as  defined  under 
the  Social  Security  Act)  commencing  before 
the  social  security  retirement  age  (as  de- 
fined in  section  415).  As  under  current  law, 
the  3/4  factor  is  to  be  reduced  by  1/15  for 
each  of  the  first  five  years  that  the  benefit 
commencement  date  precedes  the  social  se- 
curity retirement  age  (currently  age  65), 
and  by  an  additional  1/30  for  each  of  the 
next  five  years  that  the  benefit  commence- 
ment date  precedes  the  social  security  re- 
tirement age.  If  the  benefit  commencement 
date  is  earlier  than  10  years  before  the 
social  security  retirement  age.  the  factor  is 
to  be  actuarially  reduced  for  each  such  addi- 
tional year.  Also,  as  under  current  law,  the 
determination  of  whether  early  retirement 
benefits  require  an  adjustment  is  based  on  a 
comparison  of  the  benefit  actually  provided 
under  the  plan  at  the  early  retirement  age 
with  the  benefit  that  would  be  provided 
under  a  plan  at  such  age  that  has  the  maxi- 
mum disparity  permitted  under  the  integra- 
tion rules  (calculated  by  applying  the  1/15, 
1/30  adjustment). 

Multiple  integrated  plans 

The  agreement  directs  the  Secretary  to 
develop  rules  to  prevent  excessive  use  of  the 
disparity  permitted  under  this  subsection 
with  respect  to  any  employee  through  the 
integration  of  more  than  one  qualified  plan. 
Such  rules  are  to  limit  to  100  percent  the 
sum  of  the  percentages,  calculated  separate- 
ly for  each  plan  with  overlapping  coverage, 
of  the  maximum  benefit  disparity  actually 
used  in  each  plan. 

Benefits  limited  by  reference  to  final  pay 
The  agreement  adopts  the  Senate  amend- 
ment rule  permitting  a  defined  benefit  plan 
to  limit  the  employer-provided  accrued  re- 
tirement benefit  under  the  plan  for  any  par- 
ticipant to  the  excess  of  the  participant's 
final  pay  with  the  employer  over  the  em- 
ployer-provided PIA  actually  provided  for 
such  participant  under  social  security  and 
attributable  to  service  by  the  participant 
with  the  employer.  This  limit  is  applied  to 
the  participant's  accrued  retirement  benefit 
(disregarding  ancillaries)  under  the  defined 
benefit  plan.  Similarly,  the  limit  is  applied 
by  taking  into  account  only  the  worker's 
benefit  (PIA)  under  social  security,  disre- 
garding auxiliary  benefits  (spousal,  survivor, 
children's,  and  disability  benefits).  The 
agreement  clarifies  that  for  purposes  of  de- 
termining the  portion  of  the  employer-pro- 
vided PIA  under  social  security  for  a  partici- 
pant that  is  attributable  to  service  with  the 
employer,  such  PIA  is  treated  as  accruing 
ratably  over  35  years.  However,  the  confer- 
ees do  not  intend  that  the  limit  also  be  pro 
rated.  Finally,  as  under  the  Senate  amend- 
ment, this  limit  may  not  be  applied  either  to 
reduce  minimum  benefits  under  the  top- 
heavy  rules  or  to  reduce  accrued  benefits 
within  the  meaning  of  section  411(d)(6). 

Effective  date 

The  new  integration  rules  apply  with  re- 
spect to  benefits  accruing  in  plan  years  be- 
ginning after  December  31,  1988.  A  special 
effective  date  applies  with  respect  to  bene- 
fits accruing  under  a  plan  maintained  pur- 
suant to  a  collective  bargaining  agreement. 
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S.  BcneflU  Treated  as  Accruing  Ratably  for  Pur- 
poses of  Determining  Whether  Plan  is  Top 
Heavy 

Present  Law 
In  general 

For  years  beginning  after  December  31, 
1983,  present  law  provides  additional  qualifi- 
cation requirements  for  plans  that  primarily 
benefit  an  employer's  key  employees  (top- 
heavy  plans)  (sec.  416).  These  additional  re- 
quirements ( 1 )  limit  the  amount  of  a  partici- 
pant's compensation  that  may  be  taken  into 
account:  (2)  require  more  rapid  vesting;  (3) 
provide  minimum  nonintegrated  contribu- 
tions or  benefits  for  plan  participants  who 
are  non-key  employees;  and  (4)  reduce  the 
aggregate  limit  on  contributions  and  bene- 
fits. 
Top-heavy  plan  calculation 

A  defined  benefit  pension  plan  generally 
is  top  heavy  for  a  year  if,  as  of  the  determi- 
nation date  for  such  year,  the  present  value 
of  the  cumulative  accrued  benefits  for  par- 
ticipants who  are  key  employees  exceeds  60 
percent  of  the  present  value  of  the  cumula- 
tive accrued  benefits  for  all  employees 
under  the  plan.  A  defined  contribution  plan 
is  a  top-heavy  plan  for  a  year  if,  as  of  the 
determination  date  for  such  year,  the  sum 
of  the  account  balances  of  participants  who 
are  key  employees  exceeds  60  percent  of  the 
sum  of  the  account  balances  of  all  employ- 
ees under  the  plan  (sec.  416(g)). 
Accrued  benefits 

In  general,  a  defined  benefit  pension  plan 
will  not  be  considered  a  qualified  plan 
unless  participants  accrue  benefits  at  a  rate 
that  meets  one  of  three  alternative  sched- 
ules (sec.  411(b)).  The  purpose  of  these 
schedules  generally  is  to  limit  the  extent  to 
which  an  employer  may  defer  (i.e.,  "back- 
load")  benefit  accruals. 

Under  one  of  the  three  alternatives, 
known  as  the  fractional  rule,"  each  plan 
participant's  accrued  benefit  at  the  end  of 
any  year  must  be  at  least  equal  to  a  frac- 
tional portion  of  ihe  retirement  benefit  to 
which  the  participant  would  be  entitled 
under  the  plans  benefit  formula  if  the  par- 
ticipant continued  to  earn  annually  until 
normal  retirement  age  the  same  rate  of 
compensation.  The  fractional  portion  is  de- 
termined by  dividing  the  participant's 
actual  years  of  participation  by  the  total 
number  of  years  of  participation  that  would 
have  been  completed  if  the  participant  had 
continued  in  service  until  normal  retirement 
age. 

In  determining  whether  a  plan  is  top 
heavy,  cumulative  accrued  benefits  are  cal- 
culated using  the  benefit  accrual  method  se- 
lected by  the  plan.  If  the  plan  is  determined 
to  be  top  heavy,  the  plan  generally  must 
provide  that  each  participant's  minimum 
benefit  is,  on  a  cumulative  basis,  at  least 
equal  to  two  percent  of  compensation  for 
each  year  of  service  during  which  the  plan 
is  top  heavy,  not  to  exceed  20  percent  (sec. 
416(c)).  Under  the  top-heavy  rules,  benefits 
accrued  under  the  plan's  benefit  formula 
must  be  at  least  equal  to  the  required  mini- 
mum benefit. 

House  Bill 
Under  the  House  bill,  a  uniform  accrual 
rule  is  used  in  testing  whether  a  qualified 
plan  is  top  heavy  (or  super  top  heavy)  (sec. 
416(g)(4)(f)).  Thus,  solely  for  determining 
whether  the  present  value  of  cumulative  ac- 
crued benefits  for  key  employees  exceeds  60 
percent  of  the  present  value  of  cumulative 
accrued  benefits  for  all  employees  (90  per- 
cent for  purposes  of  the  super  top  heavy 


plan  rules),  cumulative  accrued  benefits 
would  be  uniformly  measured  by  applying 
the  fractional  rule.  Thus,  benefits  will  be 
treated  as  accruing  no  more  rapidly  than  re- 
quired fractional  rule. 

This  rule  applies  only  for  purposes  of  de- 
termining whether  the  plan  is  top  heavy  or 
super  top  heavy.  The  rule  does  not  require 
that  the  plan  actually  use  the  fractional 
rule  for  purposes  of  accruing  benefits  under 
the  plan. 

The  provision  applies  for  plan  years  begin- 
ning after  December  31,  1985. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  provision  applies 
for  plan  years  beginning  after  December  31, 
1986. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment 
except  that  the  conference  agreement  pro- 
vides that  if  benefits  under  all  plans  of  the 
employer  accrue  at  the  same  rate,  then  that 
accrual  rate  is  to  be  used  in  determining 
whether  the  plans  are  top  heavy  or  super 
top  heavy.  If  there  is  no  single  accrual  rate 
used  by  all  plans  of  the  employer,  then  the 
plans'  top-heavy  status  is  to  be  determined 
by  treating  the  benefits  of  the  participants 
in  each  plan  as  accruing  no  more  rapidly 
than  the  slowest  permitted  rate  under  the 
fractional  accrual  rule. 

The  provision  applies  for  plan  years  begin- 
ning after  December  31.  1986. 
7.  .Modincation  of  Rules  for  Benefit  Forfeitures 
Present  Law 
When  a  participant  in  a  qualified  plan 
separates  from  service,  and  receives  a  distri- 
bution of  the  vested  plan  interest  or  incurs 
a  five-year  break  in  service,  nonvested  bene- 
fits may  be  forfeited.  In  a  defined  benefit 
pension  plan,  forfeitures  may  not  be  used  to 
increase  promised  benefits  because  benefits 
must   be   definitely   determinable:   instead, 
forfeitures  must  be  used  to  reduce  future 
employer  contributions  or  to  offset  plan  ad- 
ministrative expenses. 

The  treatment  of  forfeitures  in  a  defined 
contribution  plan  depends  on  whether  or 
not  the  plan  is  a  money  purchase  pension 
plan.  In  a  defined  contribution  plan  that  is 
not  a  money  purchase  plan  (e.g.,  a  profit- 
sharing  or  stock  bonus  plan),  forfeitures 
may  be  reallocated  to  the  remaining  partici- 
pants under  a  formula  that  does  not  dis- 
criminate in  favor  of  employees  who  are  of- 
ficers, shareholders,  or  highly  compensated. 
These  reallocated  forfeitures  increase  the 
benefits  of  the  remaining  participants.  Al- 
ternatively, forfeitures  can  be  used  to 
reduce  future  employer  contributions  or  to 
offset  administrative  expenses. 

A  money  purchase  pension  plan,  like  a  de- 
fined benefit  plan,  is  subject  to  the  require- 
ment that  benefite  be  definitely  determina- 
ble. Accordingly,  a  money  purchase  plan 
must  contain  a  definite  contribution  formu- 
la. Present  law  also  provides  that  forfeitures 
may  not  be  used  to  increase  benefits,  but 
must  be  applied  to  reduce  future  employer 
contributions  or  administrative  costs  (sec. 
401(a)(8)). 

House  Bill 
The  House  bill  creates  uniform  rules  for 
forfeitures  under  any  defined  contribution 
plan.  The  bill  permits,  but  does  not  require, 
forfeitures  to  be  reallocated  to  other  partici- 
pants. Thus,  forfeitures  arising  in  any  de- 
fined contribution  plan  (including  a  money 
purchase  pension  plan)  can  be  either  (1)  re- 
allocated to  the  accounts  of  other  partici- 


pants in  a  nondiscriminatory  fashion,  or  (2) 
used  to  reduce  future  employer  contribu- 
tions or  administrative  costs. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The   conference    agreement    follows   the 
House  bill  and  Senate  amendment. 

8.  Derinition  of  Highly  Compensated  Employees 

Present  Law 
Under  present  law,  an  employee  who  is  an 
officer,  shareholder,  or  highly  compensated 
is  considered  a  highly  compensated  individ- 
ual in  whose  favor  discrimination  is  prohib- 
ited. Present  law  does  not  further  define  the 
term  "highly  compensated"  and,  under  judi- 
cial and  administrative  precedent,  the  level 
of  compensation  that  makes  an  employee 
highly  compensated  depends  on  the  facts 
and  circumstances  of  each  case. 

House  Bill 
The  House  bill  modifies  the  definition  of 
the  group  of  employees  in  whose  favor  dis- 
criminatory contributions  are  prohibited 
under  a  qualified  cash  or  deferred  arrange- 
ment. An  employee  is  treated  as  highly  com- 
pensated with  respect  to  a  year  if,  at  any 
time  during  the  year  or  any  of  the  2  preced- 
ing years,  the  employee  (1)  is  a  5-percent 
owner  of  the  employer  (as  defined  in  sec. 
416(i)):  (2)  earns  in  excess  of  $50,000  in 
annual  compensation  from  the  employer:  or 
(3)  is  a  member  of  the  top-paid  group  of  the 
employer. 

The  top-paid  group  of  employees  includes 
all  employees  who  ( 1 )  are  in  the  top  10  per- 
cent of  all  employees  on  the  basis  of  com- 
pensation paid  during  such  year,  and  (2)  are 
paid  more  than  $20,000  during  such  year. 
However,  an  employee  is  not  included  in  the 
top-paid  group  if  the  employee  is  paid  less 
than  $35,000  and  is  not  in  the  top  5  percent 
of  all  employees  on  the  basis  of  compensa- 
tion paid  during  such  year. 

In  determining  whether  an  employee  is  in 
the  top-paid  group  during  any  year,  the 
House  bill  provides  that  employees  who  may 
be  excluded  in  applying  the  percentage  test 
of  section  410(b)(1)(A)  generally  are  disre- 
garded. In  addition,  an  employee  will  not  be 
treated  as  in  the  top-paid  group  or  as  earn- 
ing in  excess  of  $50,000  based  on  compensa- 
tion during  the  current  year  unless  such  em- 
ployee also  is  among  the  100  employees  who 
have  earned  the  highest  compensation 
during  such  year. 

The  House  bill  provides  a  special  rule  for 
the  treatment  of  family  members  of  certain 
highly  compensated  employees.  Under  the 
special  rule,  if  a  family  member  ( 1 )  benefits 
under  the  qualified  cash  or  deferred  ar- 
rangement, and  (2)  is  a  family  member  of 
either  a  5-percent  owner  or  one  of  the  top 
10  highly  compensated  employees  by  com- 
pensation, then  any  compensation  paid  to 
such  family  member  and  any  employer  con- 
tribution under  the  plan  on  behalf  of  such 
family  member  is  aggregated  with  the 
amounts  paid  and  contributed  on  behalf  of 
the  5-percent  owner  or  the  highly  compen- 
sated employee  in  the  top  10  employees  by 
pay.  Therefore,  such  family  member  and 
employee  are  treated  as  a  single  highly  com- 
pensated employee  in  applying  the  special 
nondiscrimination  tests. 

An  individual  is  considered  a  family 
member  if,  with  respect  to  an  employee,  the 
individual  is  a  spouse,  lineal  ascendant  or 
descendant,  or  spouse  of  a  lineal  ascendant 
or  descendant  of  the  employee. 
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The  House  bill  does  not  adopt  the  above 
definition  of  highly  compensated  employees 
for  purposes  of  applying  the  nondiscrimina- 
tory coverage  rules  to  qualified  plans. 

Senate  ATnendment 
In  general 

Under  the  Senate  amendment,  an  employ- 
ee is  treated  as  highly  compensated  with  re- 
spect to  a  year  if.  at  any  time  during  the 
year  or  the  preceding  year,  the  employee  ( 1 ) 
was  a  5-percent  owner  of  the  employer  (as 
defined  in  sec.  426(i>):  (2)  received  more 
than  $100,000  in  annual  compensation  from 
the  employer:  (3)  received  more  than 
$50,000  in  annual  compensation  from  the 
employer  and  was  a  member  of  the  top-paid 
group  of  the  employer  during  the  same 
year;  or  (4)  was  an  officer  of  the  employer 
(as  defined  in  sec.  416(i)).  The  $50,000  and 
$100,000  thresholds  are  indexed  at  the  same 
time  and  in  the  same  manner  as  the  adjust- 
ments to  the  dollar  limits  on  benefits  for  de- 
fined benefit  plans.  The  identity  of  the 
highly  compensated  employees  is  to  be  de- 
termined on  an  employer-wide  basis. 
Top-paid  s;roup 

The  top-paid  group  of  employees  includes 
all  employees  who  are  in  the  top  20  percent 
of  the  employer's  workforce  on  the  basis  of 
compensation  paid  during  the  year.  Under  a 
special  rule,  an  employer  may  exclude  the 
following  employees  solely  for  purposes  of 
determining  the  size  of  the  top-paid  group 
(but  not  for  identifying  the  particular  em- 
ployees in  the  top-paid  group):  (1)  employ- 
ees who  have  not  completed  180  days  of 
service:  (2)  employees  who  work  less  than 
half-time:  (3)  employees  who  normally  work 
fewer  than  6  months  a  year:  (4)  except  to 
the  extent  provided  in  regulations,  employ- 
ees who  are  included  in  a  unit  of  employees 
covered  by  a  collective  bargaining  agree- 
ment: (5)  employees  who  have  not  attained 
age  21:  and  (6)  employees  who  are  nonresi- 
dent aliens  and  who  receive  no  U.S.  source 
earned  income.  An  example  of  an  instance 
in  which  it  is  appropriate  to  consider  em- 
ployees covered  by  a  collective  bargaining 
agreement  is  the  case  in  which  the  plan 
being  tested  is  maintained  pursuant  to  a  col- 
lective bargaining  agreement. 

For  purposes  of  this  special  rule,  an  em- 
ployer may  elect  to  apply  numbers  (1),  (2), 
(3),  and  (5)  above  by  substituting  any  short- 
er period  of  service  or  lower  age  than  is 
specified  in  (1),  (2),  (3).  or  (5).  as  long  as  the 
employer  applies  the  test  uniformly  for  pur- 
poses of  determining  its  top-paid  group  with 
respect  to  all  its  qualified  plans  and  employ- 
ee benefit  plans  (and  for  purposes  of  the 
line  of  business  rules  described  below). 

For  example,  assume  an  employer's  total 
workforce  is  100  employees,  20  of  whom 
have  not  completed  180  days  of  service. 
Assume  that  none  of  the  100  employees  is 
within  any  of  the  other  excluded  categories 
under  this  rule.  Under  the  above  rules,  the 
20  employees  who  have  not  completed  the 
minimum  requirements  for  eligibility  may 
be  disregarded  in  determining  the  size  of 
the  top-paid  group.  If  the  20  employees  are 
disregarded,  the  top-paid  group  is  20  per- 
cent of  80  employees  (the  number  of  em- 
ployees who  are  not  disregarded),  or  16. 
Thus,  the  16  employees  who  receive  the 
highest  compensation  (including  any  em- 
ployees who  have  not  completed  180  days 
but  who  are  among  the  16  highest  paid  em- 
ployees of  the  employer)  are  in  the  top-paid 
group.  Each  of  these  16  employees  who  re- 
ceives more  than  $50,000  a  year  is  treated  as 
a  highly  compensated  employee.  Other  em- 
ployees (and  any  of  the  16  employees  receiv- 


ing less  than  $50,000)  may  also  be  a  highly 
compensated  employee  under  one  of  the 
other  tests  (i.e.,  officer  or  5-percent  owner). 
Special  rule  for  determining  top-paid  group 
for  current  pear 

Under  the  Senate  amendment,  an  employ- 
ee will  not  be  treated  as  in  the  top-paid 
group,  as  an  officer,  or  as  receiving  more 
than  $50,000  or  $100,000  solely  because  of 
the  employee's  status  during  the  current 
year,  unless  such  employee  also  is  among 
the  100  employees  who  have  received  the 
highest  compensation  during  such  year. 
Under  this  rule,  an  individual  who  was  a 
highly  compensated  employee  for  the  pre- 
ceding year  (without  regard  to  the  one- year 
lookback  or  to  the  application  of  this  special 
rule)  remains  highly  compensated  for  the 
current  year. 

Thus,  the  100-employee  rule  is  intended  as 
a  rule  of  convenience  to  employers  with  re- 
spect to  new  employees  hired  during  the 
current  year,  with  respect  to  increases  in 
compensation,  and  with  respect  to  certain 
other  factors.  If  any  employee  is  not  a  5-per- 
cent owner  or  within  the  top- 100  employees 
by  compensation  for  the  current  year  (and 
was  not  a  highly  compensated  employee  in 
the  preceding  year  (without  regard  to  this 
special  rule)),  then  that  employee  is  not 
treated  as  highly  compensated  for  the  year, 
but  will  be  treated  as  highly  compensated 
for  the  following  year  if  the  employee  oth- 
erwise falls  within  the  definition  of  highly 
compensated  employee.  However,  under  the 
conference  agreement,  an  employer  may 
elect  not  to  apply  the  100-employee  rule  for 
the  current  year. 

For  example,  assume  that  a  calendar  year 
employer  has  12,000  total  employees  in  1990 
and  1991,  and  for  each  year  4.000  employees 
may  be  disregarded  in  determining  the 
number  of  employees  that  is  to  be  treated  as 
the  number  in  the  top-paid  group.  Thus. 
1,600  (20  percent  of  8,000)  employees  are  in 
the  top-paid  group.  This  employer's  highly 
compensated  employees  for  1991  will  in- 
clude the  following: 

(1)  any  employee  who  owned  at  any  time 
during  1990  or  1991  more  than  5  percent  of 
the  employer: 

(2)  any  employee  who,  in  1990,  (i)  received 
more  than  $100,000  in  annual  compensation, 
(ii)  was  an  officer  (for  top-heavy  purposes), 
or  (iii)  received  more  than  $50,000  in  annual 
compensation  and  was  among  the  1.600 
most  highly  compensated  employees:  and 

(3)  any  employee  who,  in  1991,  (i)  was  an 
officer  (for  top-heavy  purposes)  or  received 
more  than  $50,000  in  annual  compensation, 
and  (ii)  was  among  the  100  most  highly 
compensated  employees. 

Thus,  an  employee  who  is  not  a  highly 
compensated  employee  in  1990  (without 
regard  to  this  SF>ecial  100-employee  rule) 
will  not  be  treated  as  highly  compensated 
for  1991,  unless  such  employee  either  (i)  ac- 
quires ownership  of  more  than  5  percent  of 
the  employer  in  1991  or  (ii)  both  becomes 
one  of  the  100  most  highly  compensated  em- 
ployees in  1991  and  either  becomes  an  offi- 
cer or  receives  more  than  $50,000  in  1991. 
Treatment  of  family  members 

The  Senate  amendment  provides  a  special 
rule  for  the  treatment  of  family  members 
(as  defined  in  the  House  bill)  of  certain 
highly  compensated  employees.  Under  the 
special  rule,  if  an  employee  is  a  family 
member  of  either  a  5-percent  owner  or  one 
of  the  top  10  highly  compensated  employees 
by  compensation,  then  any  compensation 
paid  to  such  family  member  and  any  contri- 
bution or  benefit  under  the  plan  on  behalf 


of  such  family  member  is  aggregated  with 
the  compensation  paid  and  contributions  or 
benefits  on  behalf  of  the  5-percent  owner  or 
the  highly  compensated  employee  in  the 
top  10  employees  by  compensation.  There- 
fore, such  family  member  and  employee  are 
treated  as  a  single  highly  compensated  em- 
ployee. 

For  example,  if  the  spouse  of  the  most 
highly  compensated  employee  of  an  employ- 
er is  also  an  employee  and  participates  in 
the  employer's  qualified  cash  or  deferred  ar- 
rangement, the  elective  deferrals  made  by 
the  spouse  and  the  compensation  received 
by  the  spouse  are  aggregated  with  the  elec- 
tive deferrals  made  by.  and  the  compensa- 
tion received  by.  the  most  highly  compen- 
sated employee  for  purposes  of  applying  the 
special  nondiscrimination  test  to  the  elec- 
tive deferrals  of  the  most  highly  compensat- 
ed employee. 

Former  employees 

The  Senate  amendment  provides  that  an 
employee  who  has  separated  from  service  as 
a  highly  compensated  employee  continues 
to  be  treated  as  a  highly  compensated  em- 
ployee. In  addition,  the  Secretary  is  to  pre- 
scribe rules  to  treat  other  former  employees 
as  highly  compensated  employees,  if  appro- 
priate. 

Because  an  individual  may  attempt  to 
avoid  these  rules  by  continuing  to  perform  a 
small  amount  of  services  for  the  employer 
after  retirement  and  maintaining  that  sepa- 
ration from  service  has  not  occurred,  the 
Secretary  is  to  prescribe  rules  to  treat  an  in- 
dividual as  separated  from  service  if  the  em- 
ployee performs  only  de  minimis  services  for 
the  employer  during  the  year. 

Conference  Agreement 

In  general 

The  conference  agreement  follows  the 
Senate  amendment  definition  of  highly 
compensated  employees,  except  as  follows. 
First,  the  conference  agreement  provides 
that  an  employee  with  compensation  in 
excess  of  $75,000  (rather  than  $100,000)  is 
treated  as  highly  compensated  in  all  cases. 
Second,  the  $50,000  and  $75,000  amounts 
are  indexed  at  the  same  time  and  in  the 
same  manner  as  the  dollar  limit  on  benefits 
under  a  defined  benefit  plan  (sec.  415(d). 

Third,  the  definition  of  an  officer  is  modi- 
fied to  mean  an  individual  who  was  an  offi- 
cer and  received  compensation  greater  than 
150  percent  of  the  defined  contribution  plan 
dollar  limit  in  effect  for  that  year.  For  pur- 
poses of  this  rule,  no  more  than  50  employ- 
ees (or  if  lesser,  the  greater  of  3  employees 
or  10  percent  of  the  employees)  are  to  be 
treated  as  officers.  If  for  any  year  no  officer 
has  compensation  in  excess  of  150  percent 
of  the  defined  contribution  plan  dollar 
limit,  then  the  highest  paid  officer  of  the 
employer  for  such  year  is  treated  as  an  offi- 
cer for  purposes  of  the  rules  identifying 
highly  -  compensated  employees.  As  under 
the  rules  applicable  for  determining  top- 
heavy  status  (sec.  416),  a  partnership  is  con- 
sidered to  have  officers. 

As  under  the  Senate  amendment,  the  de- 
termination of  the  number  and  identity  of 
the  highly  compensated  employees  is  made 
on  the  basis  of  the  entire  employer,  not  on 
the  basis  of,  for  example,  a  line  of  business 
or  operating  unit. 

Top-paid  group 

The  conference  agreement  follows  the 
Senate  amendment,  with  certain  modifica- 
tions. For  purposes  of  determining  the  size 
of  the  top-paid  group  (but  not  for  identify- 
ing the  particular  employees  in  the  top-paid 
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group),  the  following  employees  may  be  ex- 
cluded: (1)  employees  who  have  not  com- 
pleted 6  months  of  service.  (2)  employees 
who  normally  work  less  than  17 '/4  hours  per 
week,  (3)  employees  who  normally  work 
during  not  more  than  6  months  during  any 
year,  (4)  employees  who  have  not  attained 
age  21,  (5)  except  to  the  extent  provided  in 
regulations,  employees  who  are  included  in 
a  unit  of  employees  covered  by  a  bona  fide 
collective  bargaining  agreement,  and  (6)  em- 
ployees who  are  nonresident  aliens  and  re- 
ceive no  U.S.  source  income. 

As  under  the  Senate  amendment,  the  em- 
ployer may  substitute  a  shorter  period  of 
service  or  lower  age  than  that  specified  in 
(1),  (2),  (3),  or  (4),  provided  that  the  employ- 
er applies  the  test  uniformly  in  determining 
its  top-paid  group  for  all  purposes,  includ- 
ing, for  example,  the  employee  benefit  non- 
discrimination rules  and  the  line  of  business 
rules  described  below. 

The  conference  agreement  also  clarifies 
that  the  determination  of  the  top-paid 
group  is  made  solely  with  respect  to  active 
employees.  Former  employees  are  not  taken 
into  account  in  determining  the  top  20  per- 
cent of  employees  by  compensation. 
Special    rule   for    determining    top-paid 

group  for  current  year 
The    conference    agreement    follows    the 
Senate  amendment. 
Treatment  of  family  members 

The  conference  agreement  follows  the 
Senate  amendment.  The  conference  agree- 
ment also  clarifies  that  even  if  a  family 
member  is  excluded  for  purposes  of  deter- 
mining the  number  of  employees  in  the  top- 
paid  group,  such  family  member  is  subject 
to  the  aggregation  rule. 
Former  employees 

Under  the  conference  agreement,  a  former 
employee  is  treated  as  highly  compensated 
if  the  employee  was  highly  compensated 
when  (a)  sucli  emp.oyee  separated  from 
service  or  (b)  at  any  li  e  after  the  employee 
attained  age  55.  In  addition,  as  under  the 
Senate  amendment,  the  conferees  intend 
that  the  Secretary  is  to  prescribe  rules 
treating  an  employee  who  performs  only  de 
minimis  services  as  separated  from  service 
for  purposes  of  determining  whether  such 
employee  is  a  highly  compensated  employ- 
ee. 

Scope  of  highly  compensated  employee  defi- 
nition 
Under  the  conference  agreement,  the  new 
definition  of  highly  compensated  employees 
applies  for  purposes  of  sections  79.  89.  106. 
117(d),  120.  127.  129,  132,  274,  401(a)(4). 
401(a)(5).  401(k)(3),  401(1).  401(m).  406(b). 
407(b).  408(k).  410(b).  411(d).  414(m).  415(c). 
423(b),  424(c),  501(0(17),  501(0(18).  505. 
and  4975  of  the  Code,  and  29  U.S.C.  sec. 
1108. 
Compensation 

As  under  the  Senate  amendment,  for  pur- 
poses of  identifying  an  employers  highly 
compensated  employees,  "compensation"  is 
defined  as  compensation  within  the  mean- 
ing of  section  415  (c)(3).  increased  by  elec- 
tive contributions  under  a  cafeteria  plan 
(sec.  125),  qualified  cash  or  deferred  ar- 
rangement (sec.  401(k)).  SEP  (sec.  408(k)). 
and  tax-sheltered  annuity  (sec.  403(b)). 

Effective  date 

The  new  definition  of  "highly  compensat- 
ed employee"  is  generally  effective  for  years 
beginning  after  December  31,  1986,  except 
to  the  extent  that  the  substantive  rule  to 
which  it  relates  is  effective  at  a  later  time. 


C.  Treatment  of  Digtributions 
1.  Uniform  Minimum  Distribution  Rule« 

Present  Law 
Under  present  law.  a  trust  is  not  a  quali- 
fied trust  unless  the  plan  of  which  it  is  a 
part  provides  that  the  entire  interest  of 
each  participant  will  be  distributed  no  later 
than  the  participant's  required  beginning 
date  (sec.  401(a)(9)).  Alternatively,  the  re- 
quirements of  present  law  may  be  satisfied 
if  the  participant's  entire  interest  is  to  be 
distributed  in  substantially  nonincreasing 
annual  payments,  beginning  no  later  than 
the  participant's  required  beginning  date, 
over  (1)  the  life  of  the  participant,  (2)  the 
lives  of  the  participant  and  a  designated 
beneficiary,  (3)  a  period  (which  may  be  a 
term  certain)  not  extending  beyond  the  life 
expectancy  of  the  participant,  or  (4)  a 
period  (which  may  be  a  term  certain)  not 
extending  beyond  the  life  expectancies  of 
the  participant  and  designated  beneficiary. 

A  participant's  required  beginning  date  is 
generally  April  1  of  the  calendar  year  fol- 
lowing the  calendar  year  in  which  (I)  the 
participant  attains  age  70 Vz  or  (2)  the  partic- 
ipant retires,  whichever  is  later.  If  a  partici- 
pant is  a  5-percent"  owner  with  respect  to 
the  plan  year  ending  in  the  calendar  year  in 
which  the  participant  attains  age  70  Va.  then 
the  required  beginning  date  is  generally 
April  1  of  the  calendar  year  following  the 
calendar  year  in  which  the  participant  at- 
tains age  70  Vz  even  though  the  participant 
has  not  retired. 

In  addition,  the  distribution  of  benefits 
under  a  qualified  plan  must  satisfy  the  inci- 
dental benefits  rule.  Under  the  incidental 
benefits  rule,  a  qualified  plan  generally  is 
required  to  provide  for  a  form  of  distribu- 
tion under  which  the  present  value  of  the 
payments  projected  to  be  made  to  the  par- 
ticipant, while  living,  is  more  than  50  per- 
cent of  the  present  value  of  the  total  pay- 
ments projected  to  be  made  to  the  partici- 
pant and  the  participant's  beneficiaries. 
However,  a  distribution  pattern  is  not  pro- 
hibited by  the  incidental  benefits  rule  to  the 
extent  that  it  is  required  by  the  rules  relat- 
ing to  qualified  joint  and  survivor  annuities. 
Present  law  provides  a  minimum  distribu- 
tion requirement  with  respect  to  benefits 
payable  from  a  qualified  plan  with  respect 
to  a  participant  who  has  died.  The  applica- 
ble rules  depend  upon  whether  benefits 
commenced  before  or  after  the  participant's 
death. 

With  respect  to  tax-sheltered  annuities 
and  custodial  accounts,  present  law  provides 
after-death  minimum  distribution  rules 
similar  to  the  rules  for  qualified  plans. ' 

Present  law  provides  before-  aaid  after- 
death  minimum  distribution  rules  for  IRAs 
corresponding  to  the  rules  applicable  to 
qualified  plans.  Distributions  from  an  IRA. 
however,  are  required  to  commence  no  later 
than  April  i  of  the  calendar  year  following 
the  calendm  year  in  which  the  owner  of  the 
IRA  attains  age  70'^  without  regard  to  sepa- 
ration from  service. 

House  Bill 
The  House  bill  establishes  a  uniform  com- 
mencement date  for  benefits  under  all  quali- 
fied plans.  IRAs.  tax-sheltered  annuities, 
and  custodial  accounts.  In  addition,  the 
House  bill  establishes  a  new  sanction  in  the 
form  of  an  excise  tax.  as  an  alternative  to 


'  The  technical  corrections  provisions  of  the 
House  bill  make  it  clear  that  both  the  before  and 
after-death  distribution  rules  applicable  to  quali- 
fied plans  also  apply  to  all  tax-sheltered  annuities. 


plan  disqualification,  for  failure  to  satisfy 
the  minimum  distribution  rules. 

Under  the  House  bill,  distributions  under 
all  qualified  defined  benefit  and  defined 
contribution  plans,  individual  retirement  ac- 
counts and  annuities,  and  tax-sheltered  cus- 
todial accounts  and  annuities  must  com- 
mence no  later  than  April  1  of  the  calendar 
year  following  the  calendar  year  in  which 
the  participant  attains  age  70 '/i,  without 
regard  to  the  actual  date  of  retirement  or 
termination  of  employment. 

The  sanction  for  failure  to  make  a  mini- 
mum required  distribution  to  a  particular 
participant  under  a  qualified  retirement 
plan  is  a  50-percent  nondeductible  excise 
tax  on  the  excess  in  any  taxable  year  of  the 
amount  that  should  have  been  distributed 
(the  "minimum  required  distribution")  over 
the  amount  that  actually  was  distributed. 
The  tax  is  imposed  on  the  individual  re- 
quired to  take  the  distribution.  However,  as 
under  present  law,  a  plan  will  not  satisfy 
the  qualification  requirements  unless  it  ex- 
pressly provides  that,  in  all  events,  the  dis- 
tribution under  the  plan  must  satisfy  the 
minimum  distribution  requirements  and  the 
incidental  benefit  rule. 

Under  the  Hovise  bill,  the  Secretary  of  the 
Treasury  is  authorized  to  waive  the  tax  for 
a  given  taxpayer  year  if  the  taxpayer  to 
whom  the  tax  would  otherwise  apply  is  able 
to  establish  that  any  shortfall  between  the 
minimum  required  distribution  for  that  year 
and  the  amount  actually  distributed  during 
the  year  is  due  to  reasonable  error  and  that 
reasonable  steps  are  being  taken  to  remedy 
the  shortfall. 

The  minimum  required  distribution  in  any 
given  taxable  year  is  to  l)e  determined  under 
regulations  to  be  issued  by  the  Secretary. 

The  provisions  generally  apply  to  distribu- 
tions made  after  December  31,  1985.  Howev- 
er, for  purposes  of  the  required  beginning 
date  for  commencement  of  benefits,  employ- 
ees who  are  not  5-percent  owners  and  who 
have  attained  age  70H  by  January  1.  1988. 
may  defer  the  commencement  of  benefit 
payments  until  retirement.  In  addition,  an 
employee  is  not  subject  to  the  50-percent 
excise  tax  for  failure  to  satisfy  the  mini- 
mum distribution  requiremenU  merely  be- 
cause distributions  are  made  pursuant  to  a 
designation  made  before  January  1.  1984.  by 
the  employee  in  accordance  with  section 
242(b)(2)  of  the  Tax  Equity  and  Fiscal  Re- 
sponsibility Act  of  1982  (TEFRA). 
Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  provision  requir- 
ing that  distributions  from  a  qualified  plan 
commence  no  later  than  April  1  of  the  year 
following  the  year  in  which  a  participant  at- 
tains age  70'/^  applies  only  to  a  participant 
who  is  a  highly  compensated  employee  (as 
defined  in  the  Senate  amendment).  The  pro- 
visions of  the  Senate  amendment  do  not 
apply  to  distributions  under  tax-sheltered 
annuities. 

The  Senate  amendment  is  generally  effec- 
tive for  distributions  made  after  December 
31.  1986.  with  an  exception  for  distributions 
made  pursuant  to  a  designation  made  in  ac- 
cordance with  section  242(6)(2)  of  TEFRA. 
Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  House  bill.  In  addition,  the  confer- 
ence agreement  extends  the  provisions  of 
the  House  bill  to  unfunded  deferred  com- 
pensation plans  of  SUte  and  local  govern- 
ments and  tax-exempt  employers  (sec.  457 
plans). 
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As  under  the  House  bill,  the  conference 
agreement  provides  that  the  minimum  re- 
quired distribution  in  any  given  taxable 
year  is  to  be  determined  under  regulations 
to  be  issued  by  the  Secretary  of  the  Treas- 
ury. The  conferees  intend  that,  if  a  partici- 
pant selects  a  permissible  distribution 
option,  the  minimum  required  distribution 
in  any  given  year  is  the  amount  required  to 
be  distributed  in  that  year  under  the  payout 
option  selected. 

With  respect  to  a  defined  benefit  pension 
plan,  if  the  participant  selects  an  impermis- 
sible payout  option  and  designates  a  benefi- 
ciary, the  minimum  required  distribution  in 
any  year  is  the  amount  that  would  have 
been  distributable  to  the  participant  in  that 
year  had  the  participant  selected  a  Joint  and 
survivor  annuity  payable  over  the  joint  life 
and  last  survivor  expectancies  of  the  partici- 
pant and  the  beneficiary  designated  by  the 
participant,  taking  into  account  their  actual 
ages  at  the  required  beginning  date.  The 
survivor  benefit  is  assumed  to  be  the  maxi- 
mum percentage  of  the  annuity  payable 
during  the  participant's  lifetime  that  will 
not  violate  the  incidental  benefit  rule,  but 
not  a  percentage  in  excess  of  100  percent  of 
the  benefit  payable  to  the  participant.  It  is 
intended  that  the  excise  tax  apply  even  if 
the  distribution  is  described  in  the  plan  and 
the  plan  receives  a  favorable  determination 
later. 

If  the  participant  selects  an  impermissible 
payout  option  and  does  not  designate  a  ben- 
eficiary, the  minimum  required  distribution 
in  any  year  is  the  amount  that  would  have 
been  distributable  to  the  participant  in  that 
year  had  the  participant  selected  an  annuity 
payable  over  the  life  expectancy  of  the  par- 
ticipant, taking  into  account  the  partici- 
pant's actual  age  on  the  required  beginning 
date. 

With  respect  to  a  defined  contribution 
plan,  the  minimum  required  distribution  is 
determined  as  under  present  law. 

The  provisions  generally  apply  to  distribu- 
tions made  after  December  31.  1988.  The 
conference  agreement  includes  (1)  the  ex- 
ception in  the  House  bill  and  the  Senate 
amendment  for  distributions  made  pursuant 
to  a  designation  made  in  accordance  with 
section  242(b)(2)  of  TEFRA  and  (2)  the  spe- 
cial effective  date  provision  in  the  House 
bill  relating  to  individuals  who  are  not  5- 
percent  owners  and  who  have  attained  age 
70  V4  by  January  1.  1988. 

The  conference  agreement  clarifies  that 
the  provision  relating  lo  individuals  who  are 
not  5-percent  owners  and  who  have  attained 
age  70W  by  January  1.  1988.  applies  only  if 
the  individual  is  not  a  5-percent  owner  in 
the  plan  year  ending  with  or  within  the  cal- 
endar year  in  which  the  individual  attains 
age  66V%  or  any  succeeding  plan  year. 

A  special  effective  date  applies  to  collec- 
tively bargained  plans  with  respect  to  indi- 
viduals who  are  subject  to  the  collective  bar- 
gaining agreement. 

2.  Uniform  Additional  Income  Tax  for  Early  Dis- 
tributions 

Prtsent  Law 
Withdrawal  restrictions 

Under  present  law,  t>enefits  may  be  dis- 
tributed to  a  participant  in  a  qualified  pen- 
sion plan  only  on  account  of  plan  termina- 
tion or  the  employee's  separation  from  serv- 
ice, disability,  or  death.  Withdrawals  under 
qualified  profit-sharing  or  stock  bonus  plans 
are  subject  to  fewer  restrictions  than  those 
under  qualified  pension  plans.  Qualified 
profit-sharing  or  stock  bonus  plans  general- 
ly may  permit  the  withdrawal  of  employer 


contributions  after  the  expiration  of  a 
stated  period  of  time  (e.g.,  2  years  or  longer) 
or  after  the  occurrence  of  a  stated  event 
(e.g.,  hardship). 

Special  restrictions  apply  to  the  withdraw- 
al of  benefits  under  a  qualified  cash  or  de- 
ferred arrangement.  Under  present  law,  a 
qualified  cash  or  deferred  arrangement,  by 
its  terms,  may  not  permit  a  participant  to 
withdraw  elective  deferrals  (or  earnings  on 
such  deferrals)  before  the  participant  dies, 
becomes  disabled,  separates  from  service,  or 
(except  in  the  case  of  a  pre-ERISA  money 
purchase  pension  plan)  attains  age  59 '/j  or 
encounters  hardship.  Under  proposed  regu- 
lations, an  employee  is  treated  as  having  in- 
curred a  hardship  only  to  the  extent  that 
the  employee  has  an  immediate  and  heavy 
bona  fide  financial  need  and  does  not  have 
other  resources  reasonably  available  to  sat- 
isfy the  need. 

Under  present  law.  withdrawals  under  a 
tax-sheltered  annuity  program  invested  in  a 
custodial  account  of  a  regulated  investment 
company  (i.e..  a  mutual  fund)  may  not  be 
made  prior  to  the  time  the  account  owner 
attains  age  59 Mi.  dies,  becomes  disabled,  sep- 
arates from  service,  or  encounters  financial 
hardship.  In  contrast,  amounts  invested  in 
tax-sheltered  annuities  are  not  subject  to 
any  withdrawal  restrictions. 
Additional  income  tax  on  early  withdrawals 
Generally,  under  present  law.  a  10-percent 
additional  income  tax  is  imposed  on  with- 
drawals from  an  IRA  before  the  owner  of 
the  IRA  attains  age  59'/4.  dies,  or  becomes 
disabled.  The  tax  also  applies  to  any  with- 
drawals from  qualified  plans  by  or  on  behalf 
of  5-percent  owners  who  have  not  yet  at- 
tained age  59 '/2.  died,  or  become  disabled. 

House  Bill 
Withdrawal  restrictions 

Under  the  House  bill,  a  qualified  cash  or 
deferred  arrangement  may  make  distribu- 
tions on  account  of  the  plan's  termination 
(provided  no  successor  plan  is  established), 
as  well  as  on  account  of  the  employee's 
death,  disability,  separation  from  ser\'ice,  or 
(except  in  the  case  of  a  pre-ERISA  money 
purchase  pension  plan)  attainment  of  age 
59Vi.  (See  the  discussion  in  Part  A.2..  above.) 
The  House  bill  provides  that  a  distribution 
on  account  of  the  termination  of  a  qualified 
cash  or  deferred  arrangement  must  consist 
of  the  participant's  total  account  balance 
under  the  plan.  Distributions  on  account  of 
hardship  are  permitted  only  to  the  extent 
of  an  employee's  elective  deferrals  (but  not 
income  on  those  deferrals  under  the  cash  or 
deferred  arrangement).  Present  law  stand- 
ards governing  what  constitutes  a  "hard- 
ship" continue  to  apply. 

Under  the  House  bill,  the  withdrawal  re- 
strictions currently  applicable  to  tax-shel- 
tered custodial  accounts  generally  are  ex- 
tended to  other  tax-sheltered  annuities. 
Thus,  early  distributions  from  a  tax-shel- 
tered aruiuity  are  prohibited  unless  the 
withdrawal  is  made  on  account  of  death,  dis- 
ability, separation  from  service,  or  attain- 
ment of  age  59V2.  In  addition,  withdrawals 
on  account  of  hardship  from  a  tax-sheltered 
annuity  or  custodial  account  are  permitted 
only  to  the  extent  of  the  contributions 
made  pursuant  to  a  salary  reduction  agree- 
ment (but  not  earnings  on  those  contribu- 
tions). The  present-law  standards  defining 
"hardship "  for  purposes  of  a  qualified  cash 
or  deferred  arrangement  will  apply. 

The  provisions  are  generally  effective  for 
years  beginning  after  December  31,  1985. 
The  provision  permitting  distributions  from 
a  cash  or  deferred  arrangement  upon  plan 


termination  applies  to  plan  terminations 
after  December  31,  1984.  The  provisions  re- 
lating to  restrictions  on  distributions  from 
tax-sheltered  annuity  or  custodial  accounts 
do  not  apply  to  amounts  contributed  to  tax- 
sheltered  annuities  or  custodial  accounts 
before  December  31,  1985. 

Additional  income  tax  on  early  withdrawals 
Under  the  House  bill,  the  10-percent  addi- 
tional income  tax  on  withdrawals  from  an 
IRA  by  the  owner  prior  to  attainment  of 
age  59 '/2,  death,  or  disability  is  increased  to 
15  percent,  and  is  extended  to  early  with- 
drawals by  any  participant  from  any  quali- 
fied retirement  plan.  Under  the  bill,  the 
term  "qualified  retirement  plan"  includes  a 
qualified  defined  benefit  pension  plan  or  de- 
fined contribution  plan,  a  tax-sheltered  an- 
nuity or  custodial  account,  or  an  IRA.  An 
exemption  from  the  tax  is  provided  for  any 
distribution  that  is  part  of  a  scheduled 
series  of  substantially  equal  periodic  pay- 
ments (made  not  less  frequently  than  annu- 
ally) for  the  life  of  the  participant  (or  the 
joint  lives  of  the  participant  and  the  partici- 
pant's beneficiary). 

The  provision  generally  applies  to  all  dis- 
tributions made  in  taxable  years  beginning 
after  December  31,  1985.  However,  the  bill 
contains  an  exception  from  the  tax  for  indi- 
viduals who,  as  of  November  6,  1985,  sepa- 
rated from  service  and  commenced  receiving 
benefits  pursuant  to  a  written  election  des- 
ignating a  specific  schedule  of  benefit  pay- 
ments. The  bill  also  exempts  from  the  addi- 
tional income  tax  on  early  withdrawals  a 
total  distribution  of  a  participant's  accrued 
benefit  on  account  of  a  plan  termination  oc- 
curring prior  to  December  31.  1985. 

Senate  Amendment 
Withdrawal  restrictions 

The  Senate  amendment  follows  the  House 
bill  with  respect  to  distributions  from  a 
qualified  cash  or  deferred  arrangement. 

In  addition,  the  Senate  amendment  pro- 
vides that,  upon  the  sale  by  a  corporation  of 
the  corporation's  interest  in  a  subsidiary,  a 
distribution  may  be  made  to  an  employee  of 
the  subsidiary  even  if  the  employee  contin- 
ues employment  with  the  subsidiary.  The 
Senate  amendment  also  permits  distribution 
upon  the  sale  by  a  corporation  of  substan- 
tially all  the  assets  used  by  a  corporation  in 
a  trade  or  business,  even  if  the  employee 
continues  employment  with  the  corporation 
acquiring  such  assets.  These  provisions  are 
effective  with  respect  to  sales  occurring 
after  December  31, 1984. 

Additional   income   tax  on   early  distribu- 
tions 

The  Senate  amendment  is  generally  the 
same  as  the  House  bill,  except  that  (1)  the 
Senate  amendment  does  not  extend  the  tax 
to  distributions  from  a  tax-sheltered  annu- 
ity, (2)  the  tax  is  waived  under  certain  addi- 
tional circumstances,  and  (3)  the  rate  of  tax 
under  the  amendment  varies  depending  on 
the  character  of  the  contribution  to  which 
the  distribution  relates. 

The  amendment  exempts  from  the  addi- 
tional tax:  (1)  any  distribution  that  is  part 
of  a  scheduled  series  of  substantially  equal 
periodic  payments  over  the  life  of  the  par- 
ticipant (or  the  joint  lives  of  the  participant 
and  the  participant's  beneficiary)  or  the  life 
expectancy  of  the  participant  (or  the  joint 
life  expectancies  of  the  participant  and  the 
participant's  beneficiary),  (2)  a  distribution 
to  an  employee  (other  than  a  5-percent 
owner)  who  has  attained  age  55,  separated 
from  service,  and  satisfied  the  requirements 
for  early  retirement  under  the  plan,  (3)  cer- 
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tain  hardship  distributions  (other  than  dis- 
tributions to  a  5-percent  owner  or  from  an 
IRA),  and  (4)  certain  distributions  from  an 
employee  stock  ownership  plan.  Hardships 
that  qualify  for  the  exemption  include  cer- 
tain medical  expenses,  casualty  losses,  and 
cessation  of  unemployment  benefits.  If  the 
additional  tax  does  not  apply  because  of  the 
substantially  equal  payment  exception  and 
the  individual  changes  the  method  of  distri- 
bution prior  to  age  59V«!  to  a  method  that 
does  not  qualify  for  the  exception,  the  tax 
will  be  imposed  on  all  distributions  received 
prior  to  age  59 '/i. 

The  provisions  are  generally  effective 
with  respect  to  distributions  made  in  tax- 
able years  beginning  after  December  31, 
1986.  The  amendment  provides  an  exception 
from  the  tax  for  individuals  who.  as  of 
March  1.  1986.  separated  from  service  and 
commenced  receiving  benefits  pursuant  to  a 
written  election  designating  a  specific  sched- 
ule of  benefit  payments. 
Direct  transfer  option 

The  Senate  amendment  provides  that,  if 
an  employee  separates  from  service  and  is  to 
receive  a  distribution  that  could  be  rolled 
over  to  another  qualified  plan  or  IRA,  the 
employer  is  required  to  offer  the  employee 
the  option  of  electing  a  direct  transfer  of 
the  employee's  accrued  benefit  to  an  IRA  or 
to  another  qualified  plan.  The  provision  is 
effective  for  years  beginning  after  Decem- 
ber 31,  1986. 

Conference  Agreement 
Withdrawal  restrictions 

The  conference  agreement  includes  the 
provision  in  the  House  bill  and  the  Senate 
amendment  with  respect  to  the  hardship 
distributions  from  qualified  cash  or  deferred 
arrangements,  effective  for  plan  years  be- 
ginning after  December  31,  1988.  (See.  also, 
the  discussion  in  Part  A.2..  above.) 

The  conference  agreement  also  includes 
the  provision  in  the  House  bill  and  the 
Senate  amendment  with  respect  to  distribu- 
tions on  termination  of  a  qualified  cash  or 
deferred  arrangement.  Under  the  confer- 
ence agreement,  however,  the  distribution 
must  consist  of  the  participant's  entire  in- 
terest in  the  cash  or  deferred  arrangement. 
The  conference  agreement  includes  the 
provisions  in  the  Senate  amendment  with 
respect  to  distributions  from  a  qualified 
cash  or  deferred  arrangement  in  connection 
with  the  sale  of  a  subsidiary  or  substantially 
all  the  assets  of  a  trade  or  business,  effec- 
tive with  respect  to  sales  occurring  in  plan 
years  beginning  after  December  31.  1984.  As 
under  the  termination  rule,  these  rules 
apply  only  if  the  distribution  consists  of  the 
participant's  entire  interest  in  the  cash  or 
deferred  arrangement. 

Under  the  conference  agreement,  the 
withdrawal  restrictions  with  respect  to 
amounts  under  a  tax-sheltered  annuity  pro- 
gram invested  in  a  custodial  account  are  ex- 
tended to  elective  deferrals  and  earnings 
thereon  under  a  tax-sheltered  annuity. 
Thus,  elective  deferrals  and  earnings  there- 
on may  not  be  withdrawn  prior  to  the  time 
the  annuitant  attains  age  59 '/z.  dies,  be- 
comes disabled,  or  separates  from  service. 
The  conference  agreement  adopts  the  provi- 
sion in  the  House  bill  restricting  hardship 
withdrawals  from  a  tax-sheltered  annuity  or 
custodial  account  to  elective  deferrals  (ex- 
cluding earnings).  The  provisions  are  effec- 
tive for  taxable  years  beginning  after  De- 
cember 31.  1988. 

Additional  income  tax  on  early  withdrawals 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  modifica- 


tions. Under  the  agreement,  the  additional 
income  tax  applies  to  early  distributions 
from  any  "qualified  retirement  plan  "  as  de- 
fined under  the  agreement.  Thus,  the  tax 
applies  to  amounts  distributed  from  plans 
qualified  under  section  401(a)  of  the  Code, 
tax-sheltered  annuities  and  custodial  ac- 
counts, and  IRAs,  but  does  not  apply  to 
amounts  distributed  from  unfunded  de- 
ferred compensation  plans  of  tax-exempt  or 
State  and  local  government  employers  (sec. 
457  plans).  Under  the  conference  agree- 
ment, the  rate  of  the  tax  Is  10  percent  for 
all  early  distributions  includible  In  gross 
income,  regardless  of  the  character  of  the 
contribution  to  which  the  distribution  re- 
lates. 

The  conference  agreement  Includes  the 
following  exceptions  to  the  tax:  (Da  distri- 
bution that  is  part  of  a  scheduled  series  of 
substantially  equal  periodic  payments  for 
the  life  of  the  participant  (or  the  joint  lives 
of  the  participant  and  the  participant's  ben- 
eficiary) or  the  life  expectancy  of  the  par- 
ticipant (or  the  joint  life  expectancies  of  the 
participant  and  the  participant's  benefici- 
ary); (2)  a  distribution  to  an  employee  who 
has  attained  age  55,  separated  from  service, 
and  met  the  requirements  for  early  retire- 
ment under  the  plan;  (3)  a  distribution 
which  Is  used  to  pay  medical  expenses  to 
the  extent  that  the  expenses  are  deductible 
under  section  213  (determined  without 
regard  to  whether  the  taxpayer  itemizes  de- 
ductions), and  (4)  distributions  after  the 
death  of  the  employee.  The  conference 
agreement  Includes  the  exception  in  the 
Senate  amendment  for  certain  distributions 
made  from  an  employee  stock  ownership 
plan,  but  restricts  the  exception  to  distribu- 
tions made  prior  to  January  1.  1990. 

In  addition,  the  conference  agreement  ex- 
empts from  the  distribution  tax:  (1)  lump- 
sum distributions  made  prior  to  March  15, 
1987,  If  the  distribution  is  made  on  account 
of  separation  .from  service  in  1986  and  the 
employee  treats  the  distribution  for  Federal 
tax  purposes  as  paid  in  1986;  (2)  payments 
made  to  or  on  behalf  of  an  alternate  payee 
pursuant  to  a  qualified  domestic  relations 
order;  and  (3)  certain  distributions  of  excess 
contributions  to  and  excess  deferrals  under 
a  qualified  cash  or  deferred  arrangement; 
and  (4)  dividend  distributions  under  section 
404(k). 

The  conferees  Intend  that  the  additional 
income  tax  on  early  withdrawals  does  not 
apply  to  cashouts  not  requiring  the  partici- 
pant's consent  of  amounts  not  in  excess  of 
$3,500. 

The  conference  agreement  does  not  follow 
the  Senate  amendment  with  respect  to  the 
exclusion  of  5-percent  owners  from  certain 
of  the  exceptions  to  the  tax.  Thus,  the  ex- 
ceptions are  available  to  5-percent  owners  to 
the  same  extent  they  are  available  to  other 
employees.  In  the  case  of  distributions  from 
IRAs,  the  early  retirement,  medical  ex- 
pense, and  ESOP  exceptions  do  not  apply. 
The  exception  for  distributions  pursuant  to 
a  qualified  domestic  relations  order  applies 
to  an  Individual  retirement  arrangement 
only  to  the  extent  the  arrangement  in  sub- 
ject to  qualified  domestic  relations  orders. 
The  exception  for  substantially  equal  pay- 
ments applies  to  distributions  from  plans 
qualified  under  401(a)  and  tax-sheltered  an- 
nuities and  custodial  accounts  only  If  the 
distribution  is  made  after  separation  from 
service. 

The  exception  for  retirement  under  a  plan 
after  separation  from  service  following  at- 
tainment of  age  55  applies  in  the  case  of 
both  normal  and  early  retirement  following 


attainment  of  age  55.  and  will  continue  to 
apply  If  the  employee  returns  to  work  for 
the  same  employer  or  for  a  different  em- 
ployer. Thus,  for  example,  the  exception 
will  apply  to  a  distribution  to  an  employee 
who  retires  following  attainment  of  age  55 
under  a  plan  which  provides  for  a  normal 
retirement  age  of  55.  In  addition,  the  excep- 
tion will  continue  to  apply  if  the  employee 
returns  to  work  as  long  as  the  employee  did. 
in  fact,  separate  from  service  before  the  dis- 
tribution. 

In  all  cases,  the  exception  applies  only  if 
the  participant  has  attained  age  55  on  or 
before  separation  from  service.  Thus,  for  ex- 
ample, the  exception  does  not  apply  to  a 
participant  who  separates  from  service  at 
age  52  and.  pursuant  to  the  early  retirement 
provisions  of  the  plan,  begins  receiving  ben- 
efits at  or  after  age  55.  Of  course,  one  of  the 
other  exceptions  to  the  tax  may  still  apply. 
The  early  retirement  exception  applies  if. 
u[>on  retirement  under  one  plan  of  the  em- 
ployer pursuant  to  the  terms  of  the  excep- 
tion, the  employee  is  entitled  to  a  lump  sum 
distribution  from  any  other  plan  of  the  em- 
ployer. For  example,  if  an  employer  main- 
tains a  defined  benefit  plan  that  provides 
for  early  retirement  upon  separation  from 
service  after  age  55  and  also  maintains  a 
profit-sharing  plan  which  p>ermits  the  par- 
ticipant to  obtain  a  lump  sum  upon  retire- 
ment under  the  defined  benefit  plan,  the 
distributions  from  both  plans  qualify  for 
the  exception. 

An  existing  plan  which  does  not  have  an 
early  retirement  provision  can  be  amended 
to  add  an  early  retirement  provision  which 
qualifies  for  the  exception. 

The  substantially  equal  payment  excep- 
tion is  available  with  respect  to  forms  of 
payment  which  contain  a  term  certain  and 
otherwise  qualify  for  the  exception  (such  as 
a  life  annuity  with  a  10-year  certain  provi- 
sion). 

As  under  the  Senate  amendment,  the  con- 
ference agreement  provides  that  if  distribu- 
tions to  an  Individual  are  not  subject  to  the 
tax  because  of  application  of  the  substan- 
tially equal  payment  exception,  the  tax  will 
nevertheless  be  imposed  if  the  individual 
changes  the  distribution  method  prior  to 
age  59^!  to  a  method  which  does  not  qualify 
for  the  exception.  The  additional  tax  will  be 
imposed  in  the  first  taxable  year  in  which 
the  modification  is  made  and  will  be  equal 
to  the  tax  (as  determined  under  regulations) 
that  would  have  been  imposed  had  the  ex- 
ception not  applied.  For  example,  if,  at  age 
50.  a  participant  begins  receiving  payments 
under  a  distribution  method  which  provides 
for  subsuntially  equal  payments  over  the 
individual's  life  expectancy,  and.  at  age  58, 
the  Individual  elects  to  receive  the  remain- 
ing benefits  in  a  lump  sum.  the  additional 
tax  will  apply  to-- the  lump  sum  and  to 
amounts  previously  distributed. 

In  addition,  the  recapture  tax  will  apply  if 
an  Individual  does  not  receive  payments 
under  a  method  that  qualifies  for  the  excep- 
tion for  at  least  5  years,  even  If  the  method 
of  distribution  Is  modified  after  the  IndiWd- 
ual  attains  age  59 '/i.  Thus,  for  example.  If 
an  Individual  begins  receiving  payments  In 
substantially  equal  installments  at  age  56, 
and  alters  the  distribution  method  to  a  form 
that  does  not  qualify  for  the  exception  prior 
to  atUlnment  of  age  61,  the  additional  tax 
will  be  Imposed  on  amounts  distributed 
prior  to  age  59 '-4  as  if  the  exception  had  not 
applied.  The  additional  tax  will  not  be  Im- 
posed on  amounts  distributed  after  attain- 
ment of  age  59  V*.  This  5-year  minimum 
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payout  rule  is  waived  upon  the  death  or  dis- 
ability of  the  employee. 

Under  the  ESOP  exception,  certain  distri- 
butions from  an  ESOP  are  exempt  from  the 
tax  to  the  extent  that,  on  average,  a  majori- 
ty of  the  plan's  assets  have  been  invested  in 
employee  securities  for  the  5-plan  year 
period  immediately  preceding  the  plan  year 
in  which  the  distribution  occurs.  In  a  case  in 
which  an  ESOP  has  been  in  existence  for 
less  than  S  years,  the  plan  must  have  been 
so  invested  during  the  entire  period  prior  to 
distribution.  In  a  case  in  which  a  plan  is 
converted  to  an  ESOP.  plan  assets  must 
have  been  so  invested  for  5  plan  years  prior 
to  distribution.  However,  a  distribution  from 
an  ESOP  that  satisfies  the  preceding  condi- 
tions will  not  qualify  for  this  exception 
from  the  early  distribution  tax  unless  such 
distribution  is  attributable  to  assets  that 
have  l)een  invested  in  employer  securities 
for  the  5-year  period.  Taclting  of  investment 
periods  is  permitted. 

For  example,  amouiits  transferred  to  an 
ESOP  would  qualify  for  the  exception  3 
years  after  transfer  provided  such  amounts 
meet  the  investment  criteria  for  2  years 
prior  to  such  transfer.  In  addition,  amounts 
transferred  to  an  ESOP  following  a  rever- 
sion from  a  defined  benefit  pension  plan 
would  qualify  for  this  exception  if  a  majori- 
ty of  such  amounts  are  invested  in  employer 
securities  upon  transfer  and  the  5  year  in- 
vestment requirement  is  met.  The  conferees 
intend  that  a  first-in.  first-out  rule  be  used 
for  purposes  of  determining  the  length  of 
time  a  plan  has  held  securities  distributed 
to  a  participant. 

The  conference  agreement  follows  the  ef- 
fective date  provisions  of  the  Senate  amend- 
ment. 

Direct  transfer  option 

The  conference  agreement  does  not  con- 
tain  the  provision   in   the   Senate   amend- 
ment. 
3.  Taxation  of  Distributions 

Present  Law 
In  general 

Under  present  law,  a  distribution  of  bene- 
fits from  a  tax-favored  retirement  arrange- 
ment generally  is  includible  in  gross  income 
unless  the  amount  distributed  represents 
the  employee's  investment  in  the  contract 
(i.e..  basis).  In  the  case  of  a  distribution 
from  a  qualified  plan  or  an  IRA,  such  a  dis- 
tribution is  includible  in  the  year  in  which  it 
is  paid  or  distributed.  Under  a  tax-sheltered 
annuity,  benefits  are  includible  in  income 
when  paid  or  made  available. 
Lump-sum  distributions 

Under  present  law,  a  lump-sum  distribu- 
tion from  a  qualified  plan  may  qualify  for 
special  10-year  forward  Income  averaging.  In 
addition,  the  portion  of  a  lump  sum  attrib- 
utable to  contributions  prior  to  January  1, 
1974.  may  qualify  for  capital  gains  treat- 
ment. 

Basis  recovery  rules 

Present  law  provides  special  rules  for  the 
treatment  of  basis  (e.g..  emplolyee  contribu- 
tions) when  an  individual  receives  a  distri- 
bution from  a  tax-favored  retirement  ar- 
rangement. If  an  amount  is  received  before 
the  annuity  starting  date  (i.e.,  the  date  on 
which  an  amount  is  first  received  as  an  an- 
nuity), the  individual  is  treated  as  first  re- 
ceiving employee  contributions,  which  are 
nontaxable,  and  then  taxable  income. 

In  the  case  of  amounts  received  after  the 
annuity  starting  date,  each  payment  re- 
ceived by  an  employee  generally  is  treated, 
in  part,  as  a  return  of  the  employee's  contri- 


butions and,  in  part,  as  taxable  income.  The 
portion  of  each  payment  treated  as  a  return 
of  employee  contributions  is  that  amount 
which  bears  the  same  ratio  to  each  payment 
as  the  employee's  total  contributions  bear 
to  the  total  expected  payments  over  the 
period  of  the  annuity.  In  the  case  of  a 
straight-life  annuity,  the  employee's  life  ex- 
pectancy, as  of  the  annuity  starting  date,  is 
treated  as  the  period  over  which  the  annu- 
ity is  to  be  paid  for  purposes  of  computing 
his  total  expected  return  under  the  con- 
tract. Where  the  employee  dies  prior  to  the 
expiration  of  the  employee's  anticipated  life 
expectancy,  no  deduction  is  provided  for  the 
employee's  unrecovered  basis.  On  the  other 
hand,  an  employee  whose  actual  life  is 
longer  than  anticipated  at  the  time  benefits 
commence  effectively  excludes  from  income 
an  amount  in  excess  of  the  employee's  total 
contributions. 

In  addition,  under  present  law,  a  special 
rule  applies  under  certain  circumstances  to 
annuity  payments  from  qualified  plans. 
Under  the  special  rule,  if  an  individual's 
first  3  years  of  annuity  payments  after  the 
annuity  starting  date  will  equal  or  exceed 
the  individual's  aggregate  employee  contri- 
butions, all  distributions  are  treated  as  a 
return  of  employee  contributions  (and  thus 
nontaxable)  until  all  of  the  individual's  em- 
ployee contributions  have  been  recovered. 
Thereafter  aJl  distributions  are  fully  tax- 
able. 

House  Bill 

Constructive  receipt  under  a  tax-sheltered 
annuity 

Under  the  House  bill,  benefits  under  a 
tax-sheltered  annuity  are  includible  in 
income  only  when  benefits  are  actually  re- 
ceived. The  provision  is  effective  for  distri- 
butions after  December  31.  1985. 

lOyear    averaging    and    pre-1974    capital 
gains  treatment 

Effective  for  distributions  made  after  De- 
cember 31,  1985.  the  House  bill  repeals  lO- 
year forward  averaging,  phases  out  prel974 
capital  gains  treatment  over  a  6-year  period, 
makes  5-year  forward  averaging  (calculated 
in  the  same  manner  as  10-year  averaging 
under  present  law)  available  for  one  lump- 
sum distribution  received  by  an  individual 
after  age  59  V2  and,  under  a  transition  rule, 
permits  certain  individuals  to  apply  5-year 
averaging  to  one  lump-sum  distribution  re- 
ceived before  age  59 '/2. 

Under  the  House  bill,  individuals  are  per- 
mitted to  make  a  one-time  election  with  re- 
spect to  a  single  lump  sum  received  after 
the  individual  attains  age  59  V2  d)  to  claim, 
pursuant  to  the  6-year  phase-out,  capital 
gains  treatment  on  that  portion  of  the  lump 
sum  (if  any)  attributable  to  amounts  con- 
tributed prior  to  1974  and  (2)  to  use  5-year 
forward  averaging  on  the  balance  of  the 
lump  sum.  In  addition,  the  House  bill  pro- 
vides a  special  transition  rule  under  which 
any  participant  who  attains  age  50  before 
January  1,  1986,  is  permitted  to  make  one 
election  with  respect  to  a  single  lump-sum 
distribution  received  prior  to  age  59 '/2  (1)  to 
claim  pre-1974  capital  gains  treatment  pur- 
suant to  the  6-year  phase-out,  and  (2)  to  use 
5-year  forward  averaging  on  the  balance  of 
the  lump  sum. 

The  House  bill  also  permits  individuals 
who  separate  from  service  in  December  1985 
and  receive  a  lump-sum  distribution  in  Jan- 
uary 1986  to  elect  to  treat  the  distribution 
as  received  in  1985  and  to  claim  lO-year 
averaging  (and  capital  gains  treatment  if  ap- 
propriate) with  respect  to  the  distribution. 


Basis  recovery  rules 

The  House  bill  modifies  the  basis  recovery 
rules  applicable  to  distributions  from  plans 
in  which  there  are  after-tax  employee  con- 
tributions. Under  the  House  bill  amounts  re- 
ceived prior  to  the  annuity  starting  date  are 
treated  as  being  made  first  out  of  taxable 
amounts  (employer  contributions  and 
income)  and,  second,  as  being  made  out  of 
nontaxable  amounts  (employee  contribu- 
tions). If  an  employee  is  only  partially 
vested  in  the  portion  of  the  employer's  ben- 
efits attributable  to  employer  contributions 
(for  example,  in  the  case  of  a  plan  with  a 
graduated  vesting  schedule),  the  employee 
is  not  taxed  on  a  distribution  to  the  extent 
that  the  distribution,  when  added  to  any 
prior  distributions  under  the  plan,  exceeds 
the  sum  of  (1)  the  employee's  vested  bene- 
fits attributable  to  employer  contributions, 
plus  (2)  income  on  the  employee's  contribu- 
tions. 

With  respect  to  amounts  received  after 
the  annuity  starting  date,  the  special  three- 
year  basis  recovery  rule  is  eliminated.  Thus, 
an  employee  must  include  in  income  a  por- 
tion of  each  payment  made  on  or  after  the 
employees  annuity  starting  date. 

The  House  bill  provides  that  in  computing 
the  portion  of  each  payment  that  may  be 
excluded  from  income,  the  employee's  ex- 
pected total  return  is  to  be  determined  as  of 
the  date  of  the  payment.  The  bill  limits  the 
total  amount  that  an  employee  may  exclude 
from  income  to  the  total  amount  of  the  em- 
ployee's contribution.  In  addition,  if  an  em- 
ployee's benefits  cease  prior  to  the  date  the 
employee's  total  contributions  have  l)een  re- 
covered, the  amount  of  unrecovered  contri- 
butions is  allowed  as  a  deduciton  to  the  an- 
nuitant for  his  last  taxable  year.  For  pur- 
poses of  the  provisions  of  present  law  relat- 
ing to  net  operating  losses,  the  deduction  is 
treated  as  related  to  a  trade  or  business  of 
the  employee. 

The  provisions  relating  to  the  basis  recov- 
ery rules  for  amounts  received  before  a  par- 
ticipant's annuity  starting  date  are  general- 
ly effective  for  distributions  made  after  De- 
cember 31.  1985,  but  do  not  apply  to  em- 
ployee contributions  made  prior  to  January 
1.  1986. 

The  repeal  of  the  special  3-year  basis  re- 
covery rule  generally  is  effective  with  re- 
spect to  any  individual  whose  annuity  start- 
ing date  is  after  July  1.  1986. 

Senate  Amendment 

Constructive  receipt  under  a  tax-sheltered 
annuity 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  provision  is  ef- 
fective for  distributions  after  December  31, 
1986. 

10-year    averaging    and    pre-1974    capital 
gains  treatment 

The  Senate  amendment  follows  the  House 
bill,  except  for  the  effective  date  and  the 
special  transition  rule  for  individuals  who 
have  attained  age  50  before  January  1.  The 
general  effective  date  of  the  Senate  amend- 
ment is  taxable  years  beginning  after  De- 
cember 31.  1986. 

The  Senate  amendment  provides  a  transi- 
tion rule  under  which  a  participant  who  has 
attained  age  50  before  January  1,  1986,  is 
permitted  (1)  to  make  one  election  (before 
or  after  attainment  of  age  59  V4)  to  use  5- 
year  forward  averaging  (under  the  new  tax 
rates)  or  lO-year  averaging  (under  the  new 
rates)  without  regard  to  the  requirement  of 
attainment  of  age  59'/!.  and  (2)  to  elect  cap- 
ital gains  treatment  with  respect  to  a  lump- 
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sum  distribution,  without  regard  to  the  six- 
year  phase-out  of  capital  gains  treatment. 
An  election  under  this  transition  rule  to  use 
income  averaging  on  a  lump  sum  received 
prior  to  age  59 'A  eliminates  the  availability 
of  an  election  after  age  59  Vi  under  the  gen- 
eral rule. 
Basis  recovery  rules 

With  respect  to  pre-annuity  starting  date 
distributions,  the  Senate  amendment  modi- 
fies the  basis  recovery  rules  to  provide  for 
pro-rata  recovery  of  employee  contribu- 
tions. Thus,  with  respect  to  a  pre-annuity 
starting  date  distribution,  a  participant  is 
entitled  to  exclude  that  portion  of  the  pay- 
ment that  bears  the  same  ratio  to  the  total 
payment  as  the  participant's  after-tax  em- 
ployee contributions  (and  amounts  treated 
as  after-tax  employee  contributions)  bears 
to  the  total  value  of  the  participants  ac- 
crued benefit  (or  account  balance)  under 
the  plan  as  of  the  date  of  distribution  or  as 
of  such  other  time  as  the  Secretary  may 
prescribe.  The  Secretary  is  authorized  to 
prescribe  appropriate  rules  for  estimating 
the  amounts  referred  to  in  the  prior  sen- 
tence where  precise  calculation  would  be  un- 
justifiably burdensome. 

If  an  employee  is  only  partially  vested  in 
the  portion  of  the  employee's  benefits  at- 
tributable to  employer  contributions  (for 
example,  in  the  case  of  a  plan  with  a  graded 
vesting  schedule),  the  portion  of  the  em- 
ployee's accrued  benefit  that  has  not  yet 
vested  is  not  taken  into  account  in  deter- 
mining the  total  value  of  the  participant's 
accrued  benefit. 

With  regard  to  post-annuity  starting  date 
distributions,  the  Senate  amendment  fol- 
lows the  House  bill. 

The  Senate  amendment  also  provides 
basis  recovery  rules  for  distributions  from 
an  IRA  to  which  nondeductible  contribu- 
tions have  been  made.  The  rules  are  gener- 
ally similar  to  the  rules  applicable  to  distri- 
butions from  qualified  plans. 

The  provisions  relating  to  the  basis  recov- 
ery rules  for  amounts  received  before  a  par- 
ticipant's annuity  starting  date  are  general- 
ly effective  for  distributions  made  after  De- 
cember 31,  1986,  but  do  not  apply  to  em- 
ployee contributions  made  prior  to  January 
1,  1987  to  the  extent  that,  on  May  5,  1986, 
such  contributions  were  available  for  distri- 
bution under  a  plan  before  separation  from 
service.  Thus,  except  in  the  case  of  plans  in 
which  substantially  all  contributions  are 
employee  contributions,  withdrawals  made 
after  the  effective  date,  but  prior  to  an  indi- 
vidual's annuity  starting  date,  are  to  be 
treated  as  made  first  from  pre-1987  employ- 
ee contributions  that  were  available  for  in- 
service  withdrawal.  After  all  such  contribu- 
tions have  been  recovered,  any  subsequent 
distributions  are  taxed  under  the  new  pro- 
rata basis  recovery  rules  of  the  bill.  The 
repeal  of  the  special  3year  basis  recovery 
rule  generally  is  effective  with  respect  to 
any  individual  whose  armuity  starting  date 
is  after  January  1,  1988. 

Conference  Agreement 
Constructive  receipt  under  a  tax-sheltered 
annuity 
The   conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 
10-year    averaging    and    pre-1974    capital 
gains  treatment 
The   conference    agreement    follows   the 
Senate  amendment.  Under  the  conference 
agreement,   if  an   individual   who   has  at- 
tained age  50  by  January  1,  1986.  elects,  pur- 
suant to  the  transition  rule,  to  retain  the 
capital  gains  character  of  the  prel974  por- 


tion of  a  lump  sum  distribution,  the  capital 
gains  portion  is  taxed  at  a  rate  of  20  per- 
cent. The  20  percent  rate  applies  to  all  tax- 
payers, regardless  of  the  maximum  effective 
capital  gains  rate  under  present  law. 
Basis  recovery  rules 
Pre-annuity  starting  date 
The  conference  agreement  generally  fol- 
lows   the    Senate    amendment.    However, 
under  the  conference  agreement,  employee 
contributions  to  a  defined  contribution  plan 
or  a  separate  account  of  a  defined  benefit 
plan  (and  the  income  attributable  thereto) 
are  treated  as  a  separate  contract  for  pur- 
poses of  section  72  and  application  of  the 
pro-rata  rule.  Thus,  under  the  conference 
agreement,  if  an  employee  withdraws  em- 
ployee contributions  from  such  a  plan  or  ac- 
count, then  for  tax  purposes,  the  distribu- 
tion will  be  considered  to  be  part  nontax- 
able, i.e.,  a  return  of  employee  contribu- 
tions, and  part  taxable,  i.e.,  a  distribution  of 
earnings  on  those  contributions.  The  distri- 
bution will  not,  however,  be  considered  to  be 
attributable  to  employer  contributions.  If 
an  employee  withdraws  all  amounts  attrib- 
utable to  employee  contributions  and  such 
amount  is  less  than  the  employee's  contri- 
butions, the  employee  may  recognize  a  loss. 
Post-annuity  starting  date 
The    conference    agreement    follows    the 
House    bill    and    the    Senate    amendment, 
except  that  it  extends  the  separate  contract 
rule  to  post-annuity  starting  date  distribu- 
tions. 
Rollovers 

The  conference  agreement  modifies  the 
rules  relating  to  rollovers  of  partial  distribu- 
tions. Under  the  conference  agreement,  par- 
tial distributions  may  be  rolled  over  only  if 
the  distribution  is  due  to  the  death  of  the 
employee,  is  on  account  of  the  employee's 
separation  from  service  (including  the  sepa- 
ration from  service  of  a  self-employed  indi- 
vidual) or  is  made  after  the  employee  has 
become  disabled.  The  requirement  that  a 
partial  distribution  not  be  one  of  a  series  of 
periodic  payments  is  eliminated. 

Under  a  special  rule,  a  distribution  in  sat- 
isfaction of  the  diversification  requirements 
applicable  under  the  agreement  to  employee 
stock  ownership  plans  may  be  rolled  over 
even  if  the  distribution  does  not  otherwise 
qualify  for  rollover  treatment. 

The  conference  agreement  contains  a  spe- 
cial rule  permitting  amounts  deposited  in 
certain  financially  distressed  financial  insti- 
tutions to  be  rolled  over  into  an  IRA  or 
qualified  plan  notwithstanding  that  the 
rollover  does  not  occur  within  60  days  of  the 
date  of  the  original  distribution  to  the  em- 
ployee. Under  this  rule,  the  60-day  period 
does  not  include  periods  while  the  deposit  is 
frozen.  In  addition,  the  individual  has  a 
minimum  10  days  after  the  release  of  the 
funds  to  complete  the  rollover. 
Individual  retirement  arrangements 

The    conference    agreement    follows    the 
Senate  amendment,  with  modifications.  (.See 
discussion  in  Part  A.I.,  above.) 
Effective  dates 

The  basis  recovery  rules  are  generally  ef- 
fective with  respect  to  distributions  received 
after  December  31,  1986.  The  repeal  of  the 
3-year  basis  recovery  rule  is  effective  with 
respect  to  individuals  whose  annuity  start- 
ing date  is  after  July  1.  1986.  The  provision 
limiting  the  income  exclusion  to  the  amount 
of  the  employee's  investment  in  the  con- 
tract applies  to  individuals  whose  annuity 
starting  date  is  after  December  31, 1986. 


The  new  rules  with  respect  to  partial  dis- 
tributions are  effective  with  respect  to 
amounts  distributed  after  December  31, 
1986.  The  special  rule  for  frozen  deposits  Is 
generally  effective  with  respect  to  distribu- 
tions after  the  date  of  enactment.  With  re- 
spect to  amounts  which  were  frozen  and  re- 
leased prior  to  the  date  of  enactment,  the 
rollover  must  be  completed  within  60  days 
following  the  date  of  enactment. 

4.  Treatment  of  Loans 

Present  Law 
An  Individual  is  permitted,  under  present 
law,  to  iKjrrow  from  a  qualified  plan  in 
which  the  individual  participates  (and  to 
use  his  or  her  accrued  benefit  as  security  for 
the  loan)  provided  the  loan  bears  a  reasona- 
ble rate  of  Interest,  is  adequately  secured, 
provides  a  reasonable  repayment  schedule, 
and  is  not  made  available  on  a  basis  that  dis- 
criminates in  favor  of  employees  who  are  of- 
ficers, shareholders,  or  highly  compensated. 
However,  no  loan  is  permitted  under  the 
Employee  Retirement  Income  Security  Act 
of  1974  (ERISA)  or  the  Code  from  a  quali- 
fied plan  to  an  owner-employee  (I.e.,  a  sole 
proprietor  or  more  than  10-percent  part- 
ner). Interest  paid  on  a  loan  from  a  quali- 
fied plan  is  deductible. 

Subject  to  certain  exceptions,  a  loan  to  a 
plan  participant  Is  treated  as  a  taxable  dis- 
tribution of  plan  benefiU.  An  exception  to 
this  general  rule  of  Income  Inclusion  Is  pro- 
vided to  the  extent  that  the  loan  (when 
added  to  the  ouUtanding  balance  of  all 
other  loans  to  the  participant  from  all  plans 
maintained  by  the  employer)  does  not 
exceed  the  lesser  of  (1)  $50,000  or  (2)  the 
greater  of  $10,000  or  one-half  of  the  partici- 
pant's accrued  benefit  under  the  plan.  This 
exception  applies  only  if  the  loan  must,  by 
its  terms,  be  repaid  within  five  years  or,  if 
the  loan  is  used  to  acquire  or  Improve  a 
principal  residence  of  the  participant  or  a 
member  of  the  participant's  family,  within  a 
reasonable  period  of  time. 
House  Bill 
The  House  bill  modifies  the  exception  to 
the  Income  Inclusion  rule  by  reducing  the 
$50,000  limit  on  a  loan  by  the  participant's 
highest  outstanding  loan  balance  during  the 
preceding  12-month  period. 

In  addition,  the  extended  repayment 
period  permitted  for  purchase  or  Improve- 
ment of  a  principal  residence  Is  amended  to 
apply  only  to  the  purchase  of  the  principal 
residence  of  the  participant.  Plan  loans  to 
improve  an  existing  principal  residence,  to 
purchase  a  second  home,  and  to  finance  the 
purchase  of  a  home  or  home  Improvements 
for  other  members  of  the  employees  family 
are  subject  to  the  5-year  repayment  rule. 

The  House  bill  also  requires  that  a  plan 
loan  be  amortized  In  level  payments,  made 
not  less  frequently  than  quarterly,  over  the 
term  of  the  loan. 

The  House  bill  also  provides  for  the  defer- 
ral of  the  deduction  for  interest  paid  by  (1) 
all  employees  on  loan  secured  by  elective  de- 
ferrals under  a  qualified  cash  or  deferred  ar- 
rangement or  tax-sheltered  annuity,  and  (2) 
key  employees  with  respect  to  loans  from 
any  qualified  plan  or  other  tax-favored  re- 
tirement plan.  The  deferral  is  to  be  accom- 
plished by  denying  a  current  deduction  for 
the  interest  paid  and  Increasing  the  partici- 
pant's basis  under  the  plan  by  the  amount 
of  nondeductible  Interest  paid. 

The  provisions  would  be  effective  for 
amounts  received  as  a  loan  after  December 
31.  1985.  Any  renegotiation,  extension,  re- 
newal, or  revision  after  December  31,  1985, 
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of  an  existing  lo&n  is  treated  as  a  new  loan 
on  the  date  of  such  renegotiation,  etc. 
Senate  Amendment 

As  under  the  House  bill,  the  Senate 
amendment  modifies  the  exception  to  the 
income  inclusion  rule  by  reducing  the 
$50,000  limit  on  a  loan  by  the  participant's 
highest  outstanding  balance  during  the  pre- 
ceding 12-month  period. 

In  addition,  the  extended  repayment 
period  permitted  for  purchase  or  improve- 
ment of  a  principal  residence  is  amended  to 
apply  only  to  the  purchase  of  the  principal 
residence  of  the  participant  or  a  lineal  de- 
scendant of  the  participant.  Thus,  for  exam- 
ple, plan  loans  to  improve  an  existing  princi- 
pal residence,  or  to  purchase  a  second  home, 
are  subject  to  the  5-year  repayment  rule. 

The  provisions  are  generally  effective 
with  respect  to  loans  made  after  December 
31,  1986.  Any  renegotiation,  extension,  re- 
newal, or  revision  after  December  31,  1986, 
of  an  existing  loan  is  treated  as  a  new  loan 
on  the  date  of  such  renegotiation,  etc.  The 
provision  denying  basis  is  effective  for  inter- 
est paid  after  December  31,  1986.  The  gener- 
al effective  date  applies  to  the  provision  de- 
nying a  deduction  for  interest  paid  on  cer- 
tain loans.  Of  course,  prior  to  the  effective 
date,  the  deductibility  of  interest  will  be 
subject  to  the  general  limits  on  deductibility 
of  interest  contained  in  the  conference 
agreement. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill,  with  modifications  and  clarifica- 
tions as  described  below. 

The  conference  agreement  follows  the 
House  bill  with  respect  to  the  reduction  of 
the  $50,000  limit  on  loans,  with  a  clarifica- 
tion. Under  the  conference  agreement,  a 
loan,  when  added  to  the  outstanding  bal- 
ance of  all  other  loans  from  the  plan, 
cannot  exceed  $50,000  reduced  by  the  excess 
of  the  highest  outstanding  balance  of  loans 
from  the  plan  during  the  1-year  period 
ending  on  the  day  before  the  date  the  loan 
is  made  over  the  outstanding  balance  of 
loans  from  the  plan  on  the  date  the  loan  is 
made. 

For  example,  a  participant  with  a  vested 
benefit  of  $200,000  borrows  $30,000  from  a 
plan  on  January  1.  On  November  1,  the  par- 
ticipant wants  to  borrow  an  additional 
amount  without  triggering  a  taxable  distri- 
bution. At  that  time,  the  outstanding  bal- 
ance on  the  first  loan  is  $20,000.  The  maxi- 
mum amount  the  participant  can  borrow  is 
$50,000,  i.e..  $20.00O-$20.00O-(  $30,000- 
$20,000). 

The  conference  agreement  follows  the 
House  bill  with  respect  to  the  principal  resi- 
dence exception  to  the  5-year  repayment 
rule  and  the  level  amortization  rule.  The 
conferees  intend  that  the  level  amortization 
requirement  does  not  apply  to  a  period 
when  the  employee  is  on  a  leave  of  absence 
without  pay  for  up  to  1  year.  In  addition, 
the  requirement  does  not  preclude  repay- 
ment or  acceleration  of  the  loan  prior  to  the 
end  of  the  commitment  period.  Thus,  for  ex- 
ample, the  provision  does  not  preclude  a 
plan  from  requiring  full  repayment  upon 
termination  of  employment. 

The  provisions  are  generally  effective 
with  respect  to  loans  made  after  December 
31.  1986.  Any  renegotiation,  extension,  re- 
newal, or  revision  after  December  31,  1986, 
of  an  existing  loan  is  treated  as  a  new  loan 
on  the  date  of  such  renegotiation,  etc. 

Under  the  conference  agreement,  the  de- 
duction of  interest  on  all  loans  from  a  quali- 
fied plan  or  tax-sheltered  annuity  is  subject 


to  the  general  limiU  on  deductibility  of  in- 
terest contained  in  the  conference  agree- 
ment. In  addition,  effective  with  respect  to 
loans  made,  renegotiated,  extended  re- 
newed, or  revised  after  December  31,  1986, 
no  deduction  is  allowed  with  respect  to  in- 
terest paid  on  ( 1 )  loans  secured  with  elective 
deferrals  under  a  qualified  cash  or  deferred 
arrangement  or  a  tax -sheltered  annuity,  and 
(2)  any  loan  to  a  key  employee  (even  if  the 
interest  on  such  loans  is  otherwise  deducti- 
ble under  the  general  interest  provisions  of 
the  agreement).  Effective  for  interest  paid 
after  December  31,  1986,  no  basis  is  allowed 
with  respect  to  any  interest  paid  on  a  loan 
from  a  qualified  plan  or  tax-sheltered  annu- 
ity. 

D.  Tax  Deferral  llnder  QualiFied  Plans 
1.  Overall  Limits  on  Contributions  and  Benefits 

Present  Law 
In  general 

Under  present  law,  overall  limits  apply  to 
contributions  and  benefits  provided  to  an  in- 
dividual under  all  qualified  plans,  tax-shel- 
tered annuity  programs,  and  simplified  em- 
ployee pensions  (SEPs)  maintained  by  any 
private  or  public  employer  or  by  certain  re- 
lated employers.  Beginning  in  1988.  the 
limits  are  to  be  indexed  for  post- 1986  infla- 
tion by  reference  to  the  consumer  price 
index.  Present  law  provides  a  limit  on  the 
annual  addition  for  an  employee  under  all 
defined  contribution  plans  maintained  by 
the  same  employer  and  a  limit  on  the 
annual  benefit  that  may  be  provided  for  an 
employee  under  all  defined  benefit  pension 
plans  (sec.  415).  A  combined  plan  limit  ap- 
plies with  respect  to  an  employee  who  par- 
ticipates in  a  defined  contribution  plan  and 
a  defined  benefit  pension  plan  of  the  same 
employer.  A  plan  or  program  that  does  not 
comply  with  the  overall  limits  is  not  a  quali- 
fied plan. 

Defined  contribution  plans 

The  annual  addition  under  a  defined  con- 
tribution plan  is  limited  to  the  lesser  of  (1) 
25  percent  of  compensation  for  the  year,  or 
(2)  $30,000.  The  annual  addition  consisU  of 
employer  contributions,  certain  employee 
contributions,  and  reallocated  forfeitures. 

In  applying  the  limits,  only  a  portion  of 
nondeductible  employee  contributions  to  a 
qualified  plan  is  taken  into  account.  The 
amount  taken  into  account  is  the  lesser  of 
one-half  of  the  employee  contributions  or 
total  employee  contributions  in  excess  of  six 
percent  of  compensation. 
Defined  benefit  pension  plans 

Under  a  defined  benefit  pension  plan,  the 
limit  on  the  annual  benefit  derived  from 
employer  contributions  is  the  lesser  of  (1) 
100  percent  of  average  compensation,  or  (2) 
$90,000.  The  $90,000  limit  is  reduced  for  re- 
tirement benefits  commencing  before  age 
62.  In  no  event,  however,  is  the  dollar  limit 
applicable  to  benefits  commencing  at  or 
after  age  55  less  than  $75,000.  If  retirement 
benefits  commence  before  age  55.  the  dollar 
limit  is  actuarially  reduced  so  that  it  is  the 
actuarial  equivalent  of  a  $75,000  annual 
benefit  commencing  at  age  55.  Under 
present  law.  the  $90,000  limit  is  actuarially 
increased  for  benefits  commencing  after  age 
65. 

Present  law  provides  that  reduced  limiU 
apply  to  participants  with  less  than  10  years 
of  service.  The  limits  are  reduced  by  10  per- 
cent per  year  for  each  year  of  service  less 
than  10. 

Combined  plan  limit 

Under  present  law.  a  combined  plan  limit 
applies  if  an  employee  participates  in  a  de- 
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fined  contribution  plan  and  a  defined  bene- 
fit pension  plan  maintained  by  the  same  em- 
ployer. Present  law  provides  no  special  limit 
on  an  employee's  benefits  from  qualified 
plans  of  more  than  one  employer. 

Tax-sheltered  annuity  programs 

Subject  to  limits,  public  schools  and  cer- 
tain tax-exempt  organizations  (including 
churches  and  certain  organizations  associat- 
ed with  churches)  may  make  payments  on 
behalf  of  an  employee  to  purchase  a  tax- 
sheltered  annuity  contract  (sec.  403(b)). 
Payments  to  a  custodial  account  investing  in 
stock  of  a  regulated  investment  company 
(e.g..  a  mutual  fund)  are  also  permitted. 

The  amount  paid  by  the  employer  is  ex- 
cluded from  the  employee's  income  for  the 
taxable  year  to  the  extent  that  the  payment 
does  not  exceed  the  employee's  exclusion  al- 
lowance for  the  taxable  year.  The  exclusion 
allowance  is  generally  equal  to  20  percent  of 
the  employees  includible  compensation 
from  the  employer  multiplied  by  the 
number  of  the  employee's  years  of  service 
with  that  employer,  reduced  by  amounts  al- 
ready paid  by  the  employer  to  purchase  the 
annuity. 

In  addition,  an  increased  exclusion  allow- 
ance is  provided  for  certain  church  employ- 
ees whose  adjusted  gross  income  does  not 
exceed  $17,000.  The  special  exclusion  allow- 
ance for  such  employees  is  not  less  than  the 
lesser  of  $3,000  or  the  employee's  includible 
compensation  for  the  year. 

Employer  payments  to  purchase  a  tax- 
sheltered  annuity  contract  for  an  employee 
are  also  subject  to  the  overall  limits  on  con- 
tributions and  benefits  under  qualified 
plans.  Tax-sheltered  annuities  are  generally 
defined  contribution  arrangements.  Under 
the  overall  limits,  annual  additions  to  tax- 
sheltered  annuities  and  other  defined  con- 
tribution arrangements  for  the  employee 
may  not  exceed  the  lesser  of  a  specified 
dollar  amount  ($30,000,  for  1986),  or  25  per- 
cent of  the  employee's  compensation  from 
the  employer  for  the  year.  Under  a  special 
rule,  an  employee  of  an  educational  institu- 
tion, hospital,  home  health  service  agency, 
or  church  may  elect  to  compute  the  annual 
exclusion  allowance  for  payments  under  a 
tax-sheltered  annuity  solely  by  reference  to 
the  maximum  annual  employer  payment 
that  could  be  made  under  the  overall  limit. 
In  addition,  to  allow  catch-up  payments 
for  certain  lower-paid  employees,  alterna- 
tive special  elections  are  provided  to  in- 
crease the  overall  limit  for  the  year  of  the 
election.  Catch-up  payments  are  payments 
permitted  under  the  exclusion  allowance  on 
account  of  prior  years  of  service,  but  denied 
under  the  overall  annual  limit  (that  takes 
into  account  only  the  current  year).  An  indi- 
vidual is  allowed  only  one  of  the  special 
elections  under  se<;tion  415. 

Further,  a  church  employee  may  make  an 
additional  election  pursuant  to  which  the 
church  may  make  payments  for  the  year  in 
excess  of  the  otherwise  applicable  overall 
annual  limit.  The  election  may  not  be  made 
for  the  same  year  in  which  a  catch-up  elec- 
tion is  effective. 

A  plan  is  not  required  to  include  a  specific 
provision  as  a  condition  of  meeting  the  re- 
quirements of  the  overall  limits  on  contribu- 
tions and  benefits  (sec.  415).  The  plan,  how- 
ever, must  preclude  the  accrual  of  benefits 
in  excess  of  the  level  permitted  by  the  over- 
all limits. 
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Defined  contribution  plans 

The  House  bill  provides  that  the  dollar 
limit  on  annual  additions  under  a  defined 
contribution  plan  is  decreased  to  the  lesser 
of  $25,000  or  25  percent  of  the  dollar  limit 
for  defined  benefit  pension  plans,  as  adjust- 
ed for  inflation.  Also,  under  the  bill,  the 
entire  amount  of  nondeductible  employee 
contributions  to  a  plan  is  taken  into  account 
in  computing  the  annual  addition. 
Defined  benefit  pension  plans 
In  general 

The  House  bill  reduces  the  dollar  limit  on 
the  employer-derived  aimual  benefit  under 
a  defined  benefit  pension  plan  from  $90,000 
to  $77,000.  The  $77,000  limit  applies  for  ben- 
efits commencing  at  age  62  or  thereafter. 
The  bill  conforms  the  limit  on  benefits  com- 
mencing after  age  65  to  the  reduced  limit. 
The  bill  also  reduces  the  limits  applicable  to 
early  retirement. 
Early  retirement  benefits 
Under  the  House  bill,  if  retirement  bene- 
fits under  a  defined  benefit  pension  plan 
commence  before  age  62.  then  the  $77,000 
limit  generally  is  reduced  so  that  it  is  the 
actuarial  equivalent  of  an  annual  benefit  of 
$77,000  conunencing  at  age  62.  The  bill  pro- 
vides, however,  that  the  limit  on  the  annual 
benefit  for  a  participant  who  has  attained 
age  55  is  not  to  be  less  than  $65,000. 

The  House  bill  provides  special  rules  for 
commercial  airline  pilots  and  participants  in 
a  qualified  police  or  firefighters'  pension 
plan. 

Under  the  House  bill,  in  the  case  of  a  com- 
mercial airline  pilot,  the  reduction  in  bene- 
fits for  early  retirement  applies  only  to 
those  airline  pilots  whose  benefits  begin 
before  age  60  and  the  dollar  limit  applicable 
to  annual  benefits  beginning  at  age  60  is 
$77,000.  If  benefits  begin  before  age  60.  the 
House  bill  provides  that  the  dollar  limit  ap- 
plicable to  the  annual  benefits  is  deter- 
mined under  the  general  rules. 

With  respect  to  participants  in  a  qualified 
police  of  firefighters'  pension  plan,  the 
House  bill  provides  that  the  dollar  limit  on 
benefits  payable  are  never  actuarially  re- 
duced to  an  amount  less  than  $50,000.  re- 
gardless of  the  age  at  which  benefits  com- 
mence. 

Although  the  $77,000  limit  provided  by 
the  House  bill  is  adjusted  for  post-1986  in- 
flation, no  inflation  adjustment  is  provided 
for  the  $65,000  limit.  Under  the  bill,  the 
limit  on  the  annual  benefit  for  a  participant 
who  has  not  attained  age  55  is  the  actuarial 
equivalent  of  the  limit  at  age  55. 
Cost-of-limng  adjustments 
The  House  bill  does  not  change  the  rules 
for  making  cost-of-living  adjustments  to  the 
dollar  limit  on  annual  benefits  under  a  de- 
fined benefit  pension  plan.  Under  the  bill, 
however,  cost-of-living  adjustments  to  the 
dollar  limit  on  annual  additions  under  a  de- 
fined contribution  plan  are  suspended  until 
cost-of-living  adjustments  to  the  limit  on 
annual  benefits  increase  that  limit  to  an 
amount  In  excess  of  $100,000. 
Qualified  cost-of-living  arrangements 
The  House  bill  permits  a  defined  benefit 
pension  plan  to  maintain  a  qualified  cost-of- 
living  arrangement  under  which  employer 
and  employee  contributions  may  be  applied 
to  provide  cost-of-living  increases  to  the  pri- 
mary benefit  under  the  plan.  If  the  arrange- 
ment qualifies,  an  employee  contribution 
under  the  arrangement  will  not  be  treated 
as  an  annual  addition  in  applying  the  sepa- 
rate limit  on  annual  additions  under  defined 


contribution  plans,  but  will  be  treated  as  an 
annual  addition  for  purposes  of  applying 
the  combined  plan  limit  (sec.  415(e)).  Fur- 
ther, under  a  qualified  arrangement,  the 
benefit  attributable  to  an  employee's  contri- 
bution will  be  treated  as  a  benefit  derived 
from  employer  contributions  for  purposes  of 
the  limit  on  annual  benefits.  A  qualified 
cost-of-living  arrangement  is  required  to 
comply  with  the  dollar  limits,  election  pro- 
cedures, and  nondiscrimination  require- 
ments of  the  bill. 

Under  the  House  bill,  a  key  employee  is 
generally  not  eligible  to  participate  in  a 
qualified  cost-of-living  arrangement.  In  a 
plan  that  is  not  top  heavy,  however,  an  em- 
ployee who  is  a  key  employee  solely  because 
of  officer  status  can  participate  in  a  quali- 
fied cost-of-living  arrangement. 
Phase-in  of  maximum  benefit  limit 
The  House  bill  provides  that  the  limit  on 
aiuiual  benefits  under  a  defined  benefit 
plan  is  phased  in  on  the  basis  of  years  of 
participation  in  a  plan  instead  of  years  of 
service  with  the  employer.  For  an  employee 
who  has  not  completed  10  years  of  plan  par- 
ticipation, the  otherwise  applicable  dollar 
limit  for  such  employee  is  multiplied  by  a 
fraction.  The  numerator  of  the  fraction  is 
the  number  of  years  of  participation  com- 
pleted, and  the  demominator  of  the  fraction 
is  10.  The  10-year  phase-in  period  applies 
with  respect  to  an  increase  in  benefits  due 
to  a  change  in  the  benefit  structure  of  a 
plan,  except  as  provided  under  Treasury 
regulations.  The  phase-in  generally  does  not 
apply  to  cost-of-living  increases  (within  the 
meaning  of  sec.  415(d))  or  post-retirement 
benefit  increases.  The  application  of  the 
phase-in  to  plan  mergers  or  spin-offs  is  to  be 
determined  under  Treasury  regulations. 
Includible  compensation 

The  House  bill  provides  a  limit  on  com- 
pensation that  may  be  taken  into  account 
under  a  plan.  Under  the  bill,  the  $200,000 
limit  applicable  under  present  law  to  top- 
heavy  plans  is  reduced  to  seven  times  the 
limit  on  annual  additions  under  a  defined 
contribution  plan  ($175,000)  and  is  applied 
to  all  qualified  plans  (whether  or  not  top 
heavy).  The  limit  applies  for  all  purposes  in 
testing  a  plan  for  discrimination  (e.g.,  sees. 
401(a)(4)  and  401(k)(3». 
Excess  distributions 
In  general 

The  House  bill  provides  a  new  excise  tax 
on  excess  distributions  from  tax-favored  re- 
tirement savings  arrangements  (qualified  re- 
tirement plans,  tax-sheltered  annuity  pro- 
grams, and  IRAs).  To  the  extent  that  aggre- 
gate armual  distributions  paid  to  a  partici- 
pant from  tax-favored  retirement  savings 
arrangements  during  a  calendar  year  are 
excess  distributions,  the  distributions  are 
subject  to  a  15-percent  excise  tax. 

Generally,  the  excess  distribution  for  a 
calendar  year  is  the  excess  of  (1)  the  aggre- 
gate amount  of  retirement  distributions 
made  with  respect  to  an  individual  during 
the  year,  over  (2)  the  greater  of  $112,500  or 
125  percent  of  the  limit  for  the  year  on 
annual  benefits  commencing  at  age  62  under 
a  defined  benefit  pension  plan.  However, 
the  bill  provides  that  certain  amounts  are 
excluded  in  making  this  calculation.  Under 
the  bill,  excludable  distributions  include 
amounts  excluded  from  the  participant's 
income  because  they  are  payable  to  a 
former  spouse  pursuant  to  a  qualified  <lo- 
mestic  relations  order  (sec.  414(p))  and  in- 
cludible in  the  spouse's  income.  Of  course, 
distributions  payable  to  the  former  spouse 
are  aggregated  with  any  other  retirement 


distributions  payable  to  such  spouse  for 
purposes  of  determining  whether  the  spouse 
has  excess  retirement  distributions  subject 
to  the  tax.  (Distributions  paid  to  other  al- 
ternate payees  (e.g.,  minor  children)  are  in- 
cludible in  applying  the  limit.)  In  addition, 
distributions  made  with  respect  to  a  partici- 
pant after  the  death  of  the  participant  are 
disregarded  In  applying  this  annual  limit 
and  are  subject  instead  to  an  additional 
estate  tax. 

Under  this  provision,  the  ceiling  amount  is 
not  adjusted  to  reflect  the  age  at  which  ben- 
efit payments  commence.  Thus,  the  limit  is 
neither  decreased  to  reflect  early  com- 
mencement of  benefits  nor  increased  to  re- 
flect deferred  commencement.  However, 
this  tax  will  be  reduced  by  the  amount,  if 
any.  of  income  tax  on  early  distributions 
(sec.  72(t))  to  the  extent  attributable  to 
such  excess  distribution. 

In  applying  the  additional  tax,  all  distri- 
butions made  with  respect  to  any  individual 
during  a  calendar  year  will  be  aggregated, 
regardless  of  the  form  of  the  distribution  or 
the  number  of  recipients.  Thus,  for  exam- 
ple, all  distributions  received  during  a  year, 
whether  paid  under  a  life  annuity,  a  term 
certain,  or  any  other  benefit  form  (includ- 
ing an  ad  hoc  distribution)  generally  will  be 
aggregated  in  applying  the  tax. 
Lump  sum  distributions 
A  special  higher  ceiling  applies  for  pur- 
poses of  calculating  the  excess  distribution 
for  any  calendar  year  in  which  an  individual 
receives  a  lump  sum  distribution  that  is 
taxed  under  the  favorable  long-term  capital 
gains  or  five-year  averaging  rules.  The 
higher  ceiling  will  be  the  lesser  of  (i)  the 
portion  of  the  lump  sum  distribution  that  is 
treated  as  long-term  capital  gains  or  taxed 
under  the  five-year  averaging  rules,  or  (ii) 
five  times  the  otherwise  applicable  ceiling 
for  such  calendar  year. 
Post-death  distributions 
In  lieu  of  subjecting  post-death  distribu- 
tions (including  distributions  of  death  bene- 
fits) to  the  annual  tax  on  excess  distribu- 
tions, the  bill  adds  an  additional  estate  tax 
equal  to  15  percent  of  the  individual's 
excess  retirement  accumulation  (sec. 
4980(A)).  After  the  estate  tax  is  imposed, 
post-death  distributions  are  disregarded  en- 
tirely in  applying  this  tax.  For  example, 
beneficiaries  who  are  receiving  distributions 
with  respect  to  a  participant  after  the  par- 
ticipant's death  (other  than  certain  former 
spouses  receiving  benefits  pursuant  to  a 
qualified  domestic  relations  order)  are  not 
required  to  aggregate  those  amounts  with 
any  other  retirement  distributions  received 
on  their  own  behalf. 

The  excess  retirement  accumulation  is  de- 
fined as  the  excess  (if  any)  of  the  value  of 
the  decedent's  interests  in  all  qualified  re- 
tirement plans,  tax-sheltered  annuities,  and 
individual  retirement  accounts,  over  the 
present  value  of  annual  payments  equal  to 
the  annual  ceiling  ($112,500  or,  if  greater, 
125  percent  of  the  applicable  defined  bene- 
fit plan  dollar  limit  in  effect  on  the  date  of 
death),  over  a  period  equal  to  the  life  ex- 
pectancy of  the  individual  immediately 
before  death. 

In  calculating  the  amount  of  the  excess 
retirement  accumulation,  the  value  of  the 
decedent's  interest  in  all  plans,  tax-shel- 
tered annuities  and  individual  retirement 
arrangements  will  be  taken  into  account  re- 
gardless of  the  number  of  toeneficiaries.  In 
addition,  the  decedent's  interests  are  to  be 
valued  as  of  the  date  of  death  or,  in  the  case 
of  a  decedent  for  whose  esUte  an  alternate 
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valuation  date  has  been  elected,  such  alter- 
nate valuation  date  (sec.  2032). 
Effective  dates 
In  general 

The  provision  generally  applies  to  years 
beginning  after  December  31,  1985.  Special 
rules  are  provided  that  permit  deferral, 
until  years  beginning  after  December  31, 
1987,  of  the  time  for  amendment  of  plans  to 
conform  to  the  bill.  For  years  beginning 
after  December  31,  1985.  however,  the  re- 
duced limits  are  to  be  reflected  in  the  com- 
putation of  the  amount  of  deductible  em- 
ployer contributions  to  a  plan.  A  special  ef- 
fective date  is  provided  for  collectively  bar- 
gained plans. 

Current  accrued  benefits 

Transition  rules  are  provided  to  insure 
that  a  participant's  current  accrued  benefit 
under  a  defined  benefit  pension  plan  is  not 
reduced  merely  because  of  the  changes 
made  by  the  provision.  The  protection  of 
current  accrued  benefits  applies  to  any  indi- 
vidual who  is  a  participant  before  January 
1,  1985,  in  a  plan  that  was  in  existence  on 
November  6,  1985.  Under  the  bill,  an  individ- 
ual's current  accrued  benefit  is  the  individ- 
uals  accrued  benefit  as  of  the  close  of  the 
last  year  beginning  before  January  1,  1986. 
expressed  as  an  annual  benefit  determined 
pursuant  to  the  rules  in  effect  prior  to  the 
amendments  made  by  the  bill. 

Generally,  for  purposes  of  determining  an 
individual's  current  accrued  benefit,  no 
change  in  the  terms  and  conditions  of  the 
plan  after  November  6,  1985.  is  taken  into 
account.  Under  the  bill,  no  later  than  the 
first  plan  year  beginning  after  December  31. 
1987,  any  accruals  in  excess  of  the  greater 
of  (1)  the  limit,  as  amended  by  the  bill,  or 
(2)  the  current  accrued  benefit,  are  to  be  re- 
duced. 

In  the  case  of  a  plan  maintained  pursuant 
to  one  or  more  collective  bargaining  agree- 
ments ratified  before  November  6,  1985.  the 
current  accrued  benefit  of  an  individual  is 
the  individual's  accrued  benefit  as  of  the 
close  of  the  last  year  beginning  before  the 
earlier  of  (1)  the  date  on  which  the  last  of 
the  collective  bargaining  agreements  termi- 
nates, or  (2)  January  1.  1991. 

Employee  contributions 

The  provision  specifies  that  inclusion  of 
all  employee  contributions  in  the  computa- 
tion of  the  annual  addition  under  a  defined 
contribution  plan  does  not  affect  the  com- 
putation of  the  defined  contribution  frac- 
tion for  years  beginning  before  January  1, 


Tax  on  excess  distributions 

The  15-percent  tax  on  excess  distributions 
applies  to  benefits  received  in  taxable  years 
beginning  after  December  31.  1985. 

Senate  Amendment 
Defined  contribution  plans 

Under  the  Senate  amendment,  the  cost-of- 
living  adjustment  to  the  dollar  limit  on  the 
annual  addition  under  a  defined  contribu- 
tion plan  is  deferred  until  the  dollar  limit 
on  the  annual  benefit  under  a  defined  bene- 
fit pension  plan  exceeds  $120,000.  The 
Senate  amendment  follows  the  House  bill 
with  respect  to  the  provision  under  which 
all  nondeductible  employee  contributions  to 
a  plan  are  taken  into  account  in  computing 
the  annual  addition. 
Defined  benefit  pension  plans 

Early  retirement  benefits 

The  Senate  amendment  conforms  the 
normal  retirement  age  used  in  determining 
the  limit  on  annual  benefits  under  a  quali- 


fied defined  benefit  pension  plan  with  the 
retirement  age  in  effect  under  the  Social  Se- 
curity Act  (currently,  age  65).  Under  the 
Senate  amendment,  the  limit  on  the  annual 
benefit  under  a  defined  benefit  pension  plan 
is  actuarially  reduced  if  the  benefit  com- 
mences before  the  social  security  normal  re- 
tirement age.  To  the  extent  benefits  com- 
mence on  or  after  age  62,  this  reduction  gen- 
erally follows  the  manner  in  which  the 
social  security  benefits  are  reduced  for  early 
benefit  commencement.  If  benefits  com- 
mence before  age  62,  the  limit  is  the  actuar- 
ial equivalent  of  the  limit  at  age  62. 

The  provisions  of  the  Senate  amendment 
relating  to  limits  on  early  retirement  bene- 
fits for  airline  pilots,  police,  and  firefighters 
generally  are  the  same  as  under  the  House 
bill  except  that  the  Senate  amendment  (1) 
provides  an  exemption  from  the  changes  in 
the  Senate  amendment  relating  to  the  social 
security  retirement  age  and  (2)  extends  the 
special  limits  to  certain  correctional  offi- 
cers. 

Cost-of-living  adjustments 

The  Senate  amendment  provides  that  the 
limit  on  the  annual  benefit  under  a  defined 
benefit  pension  plan  is  to  be  adjusted  for  in- 
creases in  the  social  security  wage  base. 
Under  the  amendment,  legislative  changes 
in  the  wage  base  are  not  to  be  reflected  in 
making  the  adjustment  to  the  limit  on 
annual  benefits  under  a  defined  benefit  pen- 
sion plan.  The  amendment  provides  that  the 
limit  on  the  annual  addition  under  a  defined 
contribution  plan  is  determined  by  refer- 
ence to  the  limit  on  annual  benefits  under  a 
defined  benefit  pension  plan. 

Qualified  cost-of-living  arrangements 
The  provisions  of  the  Senate  amendment 
relating  to  qualified  cost-of-living  arrange- 
ments are  similar  to  the  provisions  of  the 
House  bill.  Under  the  Senate  amendment, 
however,  additional  rules  are  provided  to 
limit  accrued  benefits  under  a  qualified 
cost-of-living  arrangement. 

The  Senate  amendment  provides  that  a 
right  to  an  accrued  benefit  derived  from  em- 
ployer contributions  under  a  plan  which 
contains  a  qualified  cost-of-living  arrange- 
ment is  not  treated  as  forfeitable  solely  be- 
cause the  plan  provides  that  a  participant  is 
not  entitled  to  receive  that  portion  of  the 
cost-of-living  adjustment  derived  from  em- 
ployer contributions  if  the  participant  (1) 
fails  to  contribute  the  amount  required  to 
be  paid  under  the  plan  for  the  cost-of-living 
adjustment,  or  (2)  receives  a  distribution  of 
the  present  value  of  the  participant's  ac- 
crued benefit  derived  from  employer  contri- 
butions in  the  form  of  a  lump  sum.  The  pro- 
vision does  not  modify  the  fiduciary  obliga- 
tions or  other  rules  of  ERISA  under  which  a 
plan  administrator  is  to  provide  appropriate 
notice  to  a  participant  or  beneficiary  with 
respect  to  the  consequences  of  a  failure  to 
make  contributions  required  as  a  condition 
of  obtaining  a  cost-of-living  adjustment,  or 
the  consequences  of  receiving  benefits  in 
the  form  of  a  lump  sum. 
Phase-in  of  maximum  benefit  limit 
The  provisions  of  the  Senate  amendment 
relating  to  the  phase-in  of  the  maximum 
limit  on  the  annual  benefit  under  a  defined 
t)enefit  pension  plan  are  the  same  as  under 
the  House  bill. 

Includible  compensation 

Under  the  Senate  amendment  the 
$200,000  limit  on  compensation  that  may  be 
taken  into  account  under  a  top-heavy  plan 
is  extended  to  all  plans.  The  limit  applies 
for  most  purposes  for  which  compensation 


is  taken  into  account  under  the  Code,  in- 
cluding the  provisions  relating  to  nondis- 
crimination. The  limit  is  indexed  at  the 
same  time  and  in  the  same  manner  as  the 
dollar  limit  under  defined  benefit  plans  (sec. 
415(d)). 

Excess  distributions 

The  Senate  amendment  does  not  adopt 
the   House   bill   provision   relating   to   the 
excise  tax  on  excess  distributions. 
Effective  dates 

In  general 

The  provision  generally  applies  to  years 
beginning  after  December  31,  1986.  Special 
rules  are  provided  that  permit  deferral, 
until  years  beginning  after  December  31, 
1988,  of  the  time  for  amendment  of  plans  to 
conform  to  the  bill.  For  years  beginning 
after  December  31.  1986,  however,  the  re- 
duced limits  are  to  be  reflected  in  the  com- 
putation of  the  amount  of  deductible  em- 
ployer contributions  to  a  plan.  A  special  ef- 
fective date  is  provided  for  collectively  bar- 
gained plans. 

Current  accrued  benefits 

Transition  rules  are  provided  to  insure 
that  a  participant's  current  accrued  benefit 
under  a  defined  benefit  pension  plan  is  not 
reduced  merely  because  of  the  changes 
made  by  the  provision. 

The  protection  of  current  accrued  benefits 
applies  to  any  individual  who  is  a  partici- 
pant, as  of  the  first  day  of  the  first  year  to 
which  the  provision  applies,  in  a  plan  that 
was  in  existence  on  May  6,  1986,  and  in  all 
prior  years  satisfied  the  limits  on  contribu- 
tions and  benefits.  Under  the  bill,  an  indi- 
vidual's current  accrued  benefit  is  the  indi- 
vidual's accrued  benefit  as  of  the  close  of 
the  last  year  beginning  before  January  1, 
1987.  expressed  as  an  annual  benefit  deter- 
mined pursuant  to  the  rules  in  effect  prior 
to  the  amendments  made  by  the  bill. 

Generally,  for  purposes  of  determining  an 
individual's  current  accrued  benefit,  no 
change  in  the  terms  and  conditions  of  the 
plan  after  May  5.  1986,  and  no  cost-of-living 
adjustment  occurring  after  May  5,  1986,  are 
to  be  taken  into  account.  Under  the  bill,  no 
later  than  the  first  plan  year  beginning 
after  December  31,  1988,  any  accruals  in 
excess  of  the  greater  of  (1)  the  limit,  as 
amended  by  the  bill,  or  (2)  the  current  ac- 
crued benefit,  are  to  be  reduced. 

In  the  case  of  a  plan  maintained  pursuant 
to  one  or  more  collective  bargaining  agree- 
ments ratified  before  May  6.  1986,  the  cur- 
rent accrued  benefit  of  an  individual  is  the 
individual's  accrued  benefit  as  of  the  close 
of  the  last  year  beginning  before  the  earlier 
of  (1)  the  date  on  which  the  last  of  the  col- 
lective bargaining  agreements  terminates,  or 
(2)  January  1,  1991.  In  addition,  a  change  in 
the  terms  of  the  plan  ratified  before  May  6, 
1986,  is  treated  as  a  change  made  before 
May  6.  1986. 

Employee  contributions 

The  provision  specifies  that  inclusion  of 
all  employee  contributions  in  the  computa- 
tion of  the  annual  addition  under  a  defined 
contribution  plan  does  not  affect  the  com- 
putation of  the  defined  contribution  frac- 
tion for  years  beginning  before  January  1, 
1987. 

Conference  Agreement 
In  general 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  respect  to 
the  separate  limits  applicable  to  defined 
benefit  pension  plans  and  defined  contribu- 
tion plans  except  that  the  method  of  index- 
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ing  the  dollar  limits  is  the  same  as  under 
the  House  bill  and  present  law,  i.e.,  by  refer- 
ence to  increases  in  the  consumer  price 
index.  The  conference  agreement  generally 
follows  the  House  bill  with  respect  to  the 
imposition  of  an  excise  tax  on  benefit  pay- 
ments in  excess  of  a  specified  level. 
Defined  benefit  plans 
Normal  retirement  age 
The  conference  agreement  follows  the 
Senate  amendment,  except  that  the  confer- 
ence agreement  exempts  plans  maintained 
by  tax-exempt  or  governmental  employers 
and  a  specified  class  of  merchant  seamen 
from  the  provisions  relating  to  the  normal 
retirement  age  and  the  elimination  of  the 
$75,000  floor  for  benefits  beginning  at  age 
55. 

The  conference  agreement  generally  fol- 
lows the  special  rules  in  the  Senate  amend- 
ment for  commercial  airline  pilots  and  par- 
ticipants in  a  qualified  police  or  firefighters' 
defined  benefit  pension  plan.  The  confer- 
ence agreement  clarifies  the  definition  of  a 
qualified  police  or  firefighters'  plan  and 
provides  for  indexing  of  the  $50,000  limit 
applicable  under  the  special  rules  for  those 
plans.  The  conference  agreement  does  not 
adopt  the  special  rules  for  correctional  offi- 
cers. 

In    addition,    the   conference    agreement 
clarifies  the  application  of  the  special  rules 
for  pilots  who  retire  before  age  60.  Under 
the  conference  agreement,  in  the  case  of 
any  participant  who  is  a  commercial  airline 
pilot,  the  actuarial  reduction  for  early  re- 
tirement does  not  reduce  the  limitation  on 
benefite  below  (1)  $75,000,  if  the  partici- 
pants benefit  begins  at  or  after  age  55  or  (2) 
the  actuarial  equivalent  of  the  $75,000  limi- 
tation at  age  55,  if  the  benefit  begins  before 
age  55.  In  addition,  if,  as  of  the  time  an  indi- 
vidual retires.  Federal  Aviation  Administra- 
tion regulations  require  an  individual  to  sep- 
arate from  service  as  a  commercial  airline 
pilot  after  attaining  any  age  occurring  on  or 
after  age  60  and  before  the  social  security 
retirement  age,  the  age  prescribed  in  such 
regulations  is  to  be  substituted  for  the  social 
security  retirement  age,  unless  the  individ- 
ual separates  from  service  prior  to  age  60. 
The    conference    agreement    also    clarifies 
that  the  special  rule  for  commercial  airline 
pilots  is  limited  to  individuals  whose  services 
as  a  pilot  constitute  substantially   all   of 
their  services  to  which  the  benefit  relates. 
Phase-in  of  maximum  benefit  limit 
The    conference    agreement    adopts    the 
House  bill  and  the  Senate  amendment  pro- 
vision   under   which    the    dollar    limit    on 
aiuiual  benefits  under  a  qualified  defined 
benefit  pension  plan  is  phased  in  over  10 
years  of  plan  participation  is  adopted. 

As  under  both  bills,  the  conference  agree- 
ment also  provides  that,  to  the  extent  pro- 
vided in  regulations,  the  phase-in  is  to  be 
applied  to  any  benefit  increases  under  a 
plan  as  though  such  increase  were  a  new 
plan.  Thus,  for  example,  an  amendment  im- 
proving the  benefit  formula  may  increase 
benefits  by  up  to  one-tenth  of  the  applica- 
ble dollar  limit  under  section  415  for  each 
year  of  participation  after  the  amendment. 
A  second  amendment  within  10  years  of  a 
prior  amendment  increasing  benefits  is  sub- 
ject to  the  limit  under  the  phase-in  trig- 
gered by  the  prior  amendment  (along  with 
benefit  increases  under  the  prior  amend- 
ment). 

In  addition,  the  conferees  do  not  intend 
the  phase-in  for  benefit  increases  to  apply 
to  benefit  improvements  due  to  updating 
compensation  in  a  career  average  pay  plan. 


cost-of-living  increases  for  retirees,  the  be- 
ginning of  a  new  collective  bargaining  cycle, 
and  other  reasonable  benefit  improvements 
that  are  not  primarily  for  highly  compen- 
sated employees.  Thus,  the  conferees  expect 
that  the  Secretary  will  apply  a  concentra- 
tion test  under  which  the  phase-in  will  not 
apply  to  a  benefit  increase  if  the  resulting 
increase  in  benefits  is  not  primarily  for 
highly  compensated  employees.  In  addition, 
the  Secretary  is  to  provide  rules  permitting 
the  tacking  of  participation  under  separate 
plans  in  circumstances  not  inconsistent  with 
the  purposes  of  the  phase-in. 
Qualified  cost-of-living  arrangements 
The  conference  agreement  generally  fol- 
lows the  House  bill  with  respect  to  qualified 
cost-of-living  arrangements.  The  agreement 
clarifies  the  terms  under  which  an  employee 
may  obtain  an  employer-provided  cost-of- 
living  subsidy.  In  addition,  the  conferees 
intend  that  the  right  to  the  employer-de- 
rived portion  of  a  qualified  cost-of-living 
benefit  is  part  of  an  employee's  accrued 
benefit  subject  to  the  vesting  and  benefit 
accrual  requirements  and  the  prohibition  on 
a  retroactive  reduction  in  accrued  benefits 
and  is  to  be  treated  under  rules  similar  to 
the  rules  applicable  to  employer-derived 
early  retirement  benefits. 

For  example,  the  employer-derived  por- 
tion of  the  cost-of-living  benefit  need  not  be 
provided  to  an  employee  who  fails  to  satisfy 
the  applicable  conditions  for  receipt  of  the 
benefit,  including  any  required  employee 
contributions.  Further,  the  cost-of-living 
benefit  need  not  be  provided  to  an  employee 
who  has  separated  from  service  and  received 
a  distribution  of  the  employee's  benefit 
without  making  the  required  contributions 
for  the  cost-of-living  benefit.  The  employee 
could,  however,  return  to  service  and  buy 
back  the  benefit  by  proper  repayment  of 
the  cashed  out  benefit. 
Defined  contribution  plans 

With  respect  to  defined  contribution 
plans,  the  conference  agreement  adopts  the 
rules  of  the  House  bill  applicable  to  cost-of- 
living  adjustments  and  adopts  the  Senate 
amendment  with  respect  to  the  amount  of 
the  current  dollar  limitation  ($30,000).  Al- 
though cost-of-living  adjustments  will  be 
made  to  the  defined  benefit  pension  plan 
limit  beginning  in  1988,  no  cost-of-living  ad- 
justments to  the  defined  contribution  plan 
limit  will  be  made  until  the  $30,000  defined 
contribution  plan  limit  is  equal  to  25  per- 
cent of  the  defined  benefit  dollar  limit.  The 
cost-of-living  adjustment  will  be  determined 
by  reference  to  the  consumer  price  index. 

Under  the  agreement,  contributions  made 
by  retired  nonkey  employees  for  retiree 
medical  coverage  are  not  subject  to  the  per- 
centage-of -compensation  limit  on  annual  ad- 
ditions. 
Tax-sheltered  annuities 

Under  the  conference  agreement,  the  class 
of  employers  whose  employees  are  entitled 
to  the  special  catch-up  elections  for  tax- 
sheltered  annuities  is  expanded  to  include 
employers  that  are  health  and  welfare  serv- 
ice agencies.  The  agreement  also  provides  a 
technical  modification  clarifying  that  the 
catch-up  rules  apply  before  separation  from 
service. 
Excess  benefits 

The  conference  agreement  generally  fol- 
lows the  House  bill  with  respect  to  the  15- 
percent  excise  tax  on  benefit  payments  in 
excess  of  $112,500  (indexed  at  the  same  time 
and  in  the  same  manner  as  the  dollar  limita- 
tion on  annual  benefits  under  a  defined  ben- 


efit pension  plan).  The  conference  agree- 
ment also  clarifies  that  distributions  attrib- 
utable to  after-tax  employee  contributions 
and  distributions  not  includible  in  income 
by  reason  of  a  rollover  contribution  are  not 
taken  into  account  in  applying  the  tax.  All 
other  amounts  not  specifically  exempted 
are  taken  into  account. 

The  conference  agreement  does  not 
permit  accrued  benefits  to  be  reduced  retro- 
actively to  avoid  the  excise  tax. 

The  conference  agreement  also  modifies 
the  rule  providing  an  increased  limit  in  the 
case  of  a  lump-sum  distribution.  Under  the 
agreement,  if  an  individual  elects  lump-sum 
treatment  (or  long-term  capiUl  gains  treat- 
ment), the  $112,500  limit  is  applied  sepa- 
rately to  such  lump-sum  distribution  and 
the  limit  is  increased  to  5  times  the  general- 
ly applicable  limit  with  respect  to  the  lump- 
sum distribution. 

Also,  the  conference  agreement  clarifies 
that,  with  respect  to  the  special  provision 
relating  to  the  estate  tax,  the  tax  may  not 
be  offset  by  any  credits  against  the  esUte 
tax  (such  as  the  unified  credit).  In  addition, 
the  conferees  intend  that,  in  calculating  the 
excess  retirement  accumulation,  individuals 
are  required  to  use  reasonable  interest  rates 
in  accordance  with  rules  prescribed  by  the 
Secretary.  The  Secretary  may.  by  regula- 
tions, prescribe  a  range  of  interest  rates  and 
other  permissible  assumptions  for  purposes 
of  applying  the  excise  tax. 

Under  the  conference  agreement,  an  indi- 
vidual may  elect  to  be  covered  by  ( 1)  a  spe- 
cial grandfather  rule  which  exempts  from 
the  tax  benefits  accrued  on  August  1,  1986. 
or  (2)  an  alternative  rule  which  increases 
the  $112,500  limit. 

Under  the  grandfather,  in  the  case  of  a 
defined  contribution  plan,  the  accrued  bene- 
fit on  August  1.  1986.  is  the  participant's  ac- 
count balance  on  that  date.  In  the  case  of  a 
defined  benefit  plan,  the  accrued  benefit  on 
August  1,  1986,  is  determined  assuming  the 
participant  separated  from  service  on  that 
date. 

The  grandfathered  amounts  are  treated  as 
if  received  on  a  pro-rata  basis  and  are  taken 
into  account  in  determining  whether  the 
$112,500  limit  is  exceeded.  Under  the  pro- 
rata rule,  the  portion  of  a  distribution  not 
subject  to  the  excise  tax  is  determined  by 
multiplying  the  distribution  by  a  fraction, 
the  numerator  of  which  is  the  grandfa- 
thered amount  and  the  denominator  of 
which  is  the  accrued  benefit  on  the  date  of 
the  distribution  under  all  plans  or  programs 
subject  to  the  tax.  Distributions  after 
August  1. 1986.  and  before  the  effective  date 
will  reduce  the  grandfathered  amount  in 
the  same  manner. 

For  example,  assume  that  at  the  time  of  a 
distribution  of  $250,000  an  individual's 
grandfathered  benefit  is  equal  to  80%  of  the 
individual's  accrued  benefit  on  such  date 
under  all  plans  or  programs  subject  to  the 
tax.  Under  the  grandfather.  $200,000  (80 
percent  of  $250,000)  would  be  exempt  from 
the  tax.  The  remaining  $50,000  would  be 
subject  to  tie  tax  because  the  grandfa- 
thered amounts  are  taken  into  account  in 
determining  whether  the  distribution  ex- 
ceeds the  $112,500  limit. 

The  Secretary  also  has  the  authority  to 
provide  for  an  alternative  grandfather  rule 
for  such  individuals.  The  conferees  intend 
that  the  Secretary  consider  providing  an  al- 
ternative grandfather  rule  based  on  a  frac- 
tion, the  numerator  of  which  is  the  months 
of  service  between  age  35  and  August  1, 
1986,  and  the  denominator  of  which  is  total 
months  of  service  after  age  35.  This  rule  ap- 
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plies  as  long  as  grandfathered  amounts  are 
taken  into  account  in  applying  the  excise 
tax  to  nongrandfathered  amounts  (as  under 
the  general  grandfather  rule). 

The  grandfather  rule  applies  only  with  re- 
spect to  an  individual  who  ( 1 )  elects  to  have 
the  grandfather  rule  apply  and  (2)  has  a 
grandfathered  benefit  of  at  least  five  times 
the  $112,500  limit  ($562,500).  The  election 
must  be  made  on  a  return  for  a  year  begin- 
ning no  later  than  January  1.  1988.  and 
shall  be  in  such  form  and  shall  contain  such 
information  as  the  Secretary  may  prescribe. 

If  an  individual  does  not  elect  the  grand- 
father rule,  then  the  amount  of  a  distribu- 
tion subject  to  the  tax  under  the  general 
rule  is  computed  by  substituting  for 
$112,500  (as  indexed),  the  greater  of 
$150,000  and  $112,500  (as  indexed). 
Includible  compensation 

The  conference  agreement  follows  the 
Senate  amendment.  Under  the  agreement, 
the  $200,000  limit  applies  for  purposes  of 
computing  allowable  deductions  (sec.  404)  as 
well,  as  for  purposes  of  determining  the 
qualified  status  of  a  plan. 

The  conferees  also  clarify  that,  with  re- 
spect to  a  defined  l)enefit  pension  plan,  the 
$206,000  limit  applies  to  each  year's  com- 
pensation (including  years  prior  to  1987), 
not  solely  to  the  final  average  or  career  av- 
erage compensation  of  an  individual. 
Incorporation  of  limits  by  reference 

Under  the  conference  agreement,  a  plan 
does  not  fail  to  meet  the  requirements  for 
qualified  status  merely  because  the  plan  in- 
corporates the  benefit  and  contribution 
limits  of  section  415  of  the  Code  by  refer- 
ence. The  agreement  provides  that  incorpo- 
ration by  reference  is  permitted  except  that, 
if  the  limitation  may  be  applied  in  more 
than  one  manner,  the  plan  is  to  specify  the 
manner  in  which  the  limitation  is  to  be  ap- 
plied. 

For  example,  in  the  case  of  a  defined  con- 
tribution plan.  Treasury  regulations  provide 
several  methods  for  establishing  a  suspense 
account  for  excess  annual  additions  and  al- 
locating amounts  in  the  suspense  account. 
Thus,  the  plan  must  specify  which  method 
is  to  be  used. 

The  agreement  does  not  change  the  re- 
quirements of  present  law  relating  to  defi- 
nitely determinable  benefits  and  the  re- 
quirement that  profit-sharing  and  stock 
bonus  plans  must  specify  a  definite  alloca- 
tion formula.  Under  the  conference  agree- 
ment, however,  a  plan  does  not  fail  to  pro- 
vide definitely  determinable  benefits  merely 
because  it  incorporates  the  limits  by  refer- 
ence. For  example,  if  an  employee  partici- 
pates in  both  a  defined  contribution  plan 
and  a  defined  benefit  pension  plan  main- 
tained by  the  same  employer,  the  manner  in 
which  the  employee's  benefits  will  be  ad- 
justed to  comply  with  the  combined  limita- 
tion (sec.  415(e))  is  to  be  specified. 
Effective  dates 

The  conference  agreement  follows  the 
Senate  amendment  except  that  it  does  not 
allow  a  plan  to  accrue  benefits  in  excess  of 
the  new  limits  (or  the  grandfathered  cur- 
rent accrued  benefit,  if  higher),  even  during 
the  period  prior  to  the  time  the  plan  must 
be  amended. 

A  special  effective  date  applies  to  plans 
maintained  pursuant  to  a  collective  bargain- 
ing agreement.  Under  this  special  rule,  in 
the  case  of  employees  covered  under  a  plan 
maintained  pursuant  to  a  collective  bargain- 
ing agreement  between  employee  represent- 
atives and  one  or  more  employers  ratified 
before  March  1,  1986.  the  amendments  are 


not  effective  for  plan  years  beginning  before 
the  earlier  of  (1)  January  1,  1989,  or  (2)  the 
date  on  which  the  last  of  the  collective  bar- 
gaining agreement  terminates  (determined 
without  regard  to  any  extensions  in  the  col- 
lective bargaining  agreement). 

2.    Deductions    for    Contributions    to    Qualified 
Plan!) 
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Present  Law 

In  general 

The  contributions  of  an  employer  to  a 
qualified  plan  are  deductible  in  the  year  for 
which  the  contributions  are  paid,  within 
limits.  No  deduction  is  allowed,  however,  for 
a  contribution  that  is  not  an  ordinary  and 
necessary  business  expense  or  an  expense 
for  the  production  of  income.  The  deduction 
limits  applicable  to  an  employer's  contribu- 
tion depend  on  the  type  of  plan  to  which 
the  contribution  is  made  and  may  depend 
on  whether  an  employee  covered  by  the 
plan  is  also  covered  by  another  plan  of  the 
employer.  Under  the  Code,  if  a  contribution 
for  a  year  exceeds  the  deduction  limits,  then 
the  excess  generally  may  be  deducted  in  suc- 
ceeding years  as  a  carryover.  Deductions  are 
not  allowed  with  respect  to  contributions  or 
l)enefits  in  excess  of  the  overall  limits  on 
contributions  or  benefits. 

Profit-sharing  and  stock  bonus  plans 

In  the  case  of  a  qualified  profit-sharing  or 
stock  bonus  plan,  employer  contributions 
for  a  year  not  in  excess  of  15  percent  of  the 
aggregate  compensation  of  covered  employ- 
ees are  generally  deductible  for  the  year 
paid.  Under  the  Code,  if  employer  contribu- 
tions for  a  group  of  employees  for  a  particu- 
lar year  exceed  the  deduction  limits,  then 
the  excess  may  be  carried  over  and  deducted 
in  later  years.  On  the  other  hand,  if  the 
contribution  for  a  particular  year  is  lower 
than  the  deduction  limit,  then  the  unused 
limitation  may  be  carried  over  and  used  in 
later  years.  In  the  case  of  a  limitation  carry- 
over, the  amount  deducted  in  a  later  year  is 
not  to  exceed  25  percent  of  the  aggregate 
compensation  of  employees  covered  by  the 
plan  during  that  year. 

Defined  benefit  pension  plans 

In  general 

Employer  contributions  under  a  defined 
benefit  pension  plan  are  required  to  meet  a 
minimum  funding  standard.  The  deduction 
allowed  by  the  Code  for  an  employer's  con- 
tribution to  a  defined  benefit  pension  plan 
is  limited  to  the  greatest  of  the  following 
amounts: 

(1)  The  amount  necessary  to  meet  the 
minimum  funding  standard  for  plan  years 
ending  with  or  within  the  taxable  year. 

(2)  The  level  amount  (or  percentage  of 
compensation)  necessary  to  provide  for  the 
remaining  unfunded  cost  of  the  past  and 
current  service  credits  of  all  employees 
under  the  plan  over  the  remaining  future 
service  of  each  employee.  Under  the  Code, 
however,  if  the  remaining  unfunded  cost 
with  respect  to  any  three  individuals  is  more 
than  50  percent  of  the  cost  for  all  employ- 
ees, then  the  cost  attributable  to  each  of 
those  employees  is  spread  over  at  least  five 
taxable  years. 

(3)  An  amount  equal  to  the  normal  cost  of 
the  plan  plus,  if  past  service  or  certain  other 
credits  are  provided,  an  amount  necessary  to 
amortize  those  credits  in  equal  annual  pay- 
ments over  10  years.  Generally,  this  rule 
permits  contributions  in  excess  of  the  con- 
tributions required  by  the  minimum  fund- 
ing standard. 


Certain  excess  contributions 

The  minimum  funding  standard  includes 
provisions  (the  full  funding  limitation)  de- 
signed to  eliminate  the  requirement  that  ad- 
ditional employer  contributions  be  made  for 
a  period  during  which  it  is  fully  funded.  The 
funding  standard,  however,  does  not  prohib- 
it employers  from  making  contributions  in 
excess  of  the  full  funding  limitation. 

Employer  contributions  in  excess  of  the 
deduction  limits  provided  by  the  Code  are 
not  currently  deductible.  A  deduction  carry- 
over is  generally  allowed,  however,  for  em- 
ployer contributions  to  a  qualified  plan  in 
excess  of  the  deductible  limits. 

A  pension,  profit-sharing,  or  stock  bonus 
plan  does  not  meet  the  requirements  of  the 
Code  for  qualified  status  unless  it  is  for  the 
exclusive  benefit  of  employees  and  their 
beneficiaries.  Under  some  circumstances, 
employer  contributions  in  excess  of  the 
level  for  which  a  deduction  is  allowed  may 
indicate  that  the  plan  is  not  being  main- 
tained for  the  exclusive  benefit  of  employ- 
ees. 

Money  purchase  pension  plans 

Employer  contributions  to  a  money  pur- 
chase pension  plan  are  generally  deductible 
under  the  same  rules  that  apply  to  defined 
lienefit  pension  plans.  Under  a  qualified 
money  purchase  pension  plan,  the  amount 
required  under  the  minimum  funding  stand- 
ard is  the  contribution  rate  specified  by  the 
plan. 

Combination  of  pension  and  other  plans 

If  an  employer  maintains  a  pension  plan 
(defined  benefit  or  money  purchase)  and 
either  a  profit-sharing  or  a  stock  bonus  plan 
for  the  same  employee  for  the  same  year, 
then  the  employer's  deduction  for  contribu- 
tions for  that  year  is  generally  limited  to 
the  greater  of  the  contribution  necessary  to 
meet  the  minimum  funding  requirements  of 
the  pension  plan  for  the  year  or  25  percent 
of  the  aggregate  compensation  of  employees 
covered  by  the  plans  for  the  year.  Deduc- 
tion and  limitation  carryovers  are  provided. 

House  Bill 

The  House  bill  repeals  the  limit  carryfor- 
ward applicable  to  profit-sharing  and  stock 
bonus  plans,  extencis  the  combined  plan  de- 
duction limit  to  a  combination  of  a  defined 
benefit  and  a  money  purchase  pension  plan, 
requires  that  certain  social  security  taxes  be 
taken  into  account  in  applying  the  15  per- 
cent and  25  percent  of  compensation  deduc- 
tion limits,  and  imposes  a  10-percent  excise 
tax  on  nondeductible  contributions  to  quali- 
fied plans. 

The  provisions  of  the  House  bill  relating 
to  deduction  limits  generally  apply  to  em- 
ployer taxable  years  beginning  after  Decem- 
ber 31,  1985.  However,  certain  unused  pre- 
1986  limit  carryforwards  are  not  affected  by 
the  provision  generally  repealing  limit  car- 
ryforwards. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill  except  that  (1)  the  Senate 
amendment  does  not  require  that  certain 
social  security  taxes  be  taken  into  account 
in  applying  the  15  percent  and  25  percent  of 
compensation  deduction  limits,  and  (2)  the 
Senate  amendment  does  not  impose  an 
excise  tax  on  nondeductible  contributions  to 
qualified  plans.  The  Senate  amendment  also 
clarifies  that  a  fully  insured  plan  (sec. 
412(i))  is  treated  as  a  defined  benefit  pen- 
sion plan  for  purposes  of  the  combined  plan 
deduction  limit. 


The  Senat 

employer  tax 

cember  31,  IS 

C 

In  general 

The  confei 
lows  the  Sen 
tions.  The  co 
House  bill  ai 
to  nondeduc 
The  confere« 
an  employer 
10-percent  ex 
tions  that  wi 
exempt,  be  i 
agreement  aj 
on  the  amoui 
taken  into  ac 
for  plan  cont 
justed  for  ( 
time  and  in  t 
ing  the  ovei 
under  a  qua 
plan  (sec.  4  IE 
Fully  insurec 

The  conft 
technical  mc 
sured  plans  \ 
premium  pa; 
amount  req' 
funding  requ 
insured  plan. 
Effective  dat 

The  provij 
years  beginni 
3.  Asset  Reven 

A  qualified 
benefit  of  er 
tion  of  all  lia 
ees  and  thei 
under  a  qual 
or  diverted  t 
elusive  bene 
assets  remaii 
plan  upon  pi; 
tuarial  error, 
as  a  reversi< 
plan  has  sat 
provides  for  i 

A  surplus  i 
to  actuarial 
action  of  th 
employer  lia 
may  revert 
tion  of  a  def  i 


The  Senat 
same  as  the 
provides  a  n< 
reversion,  (2 
the  case  of 
an  employee 
it  provides  : 
of  the  tax  ir 

The  Senal 
sion  as  the 
market  valu( 
rectly  or  in( 
Under  the  £ 
of  a  reversic 
distributed  t 


UMI 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24543 


The  Senate  amendment  is  effective  for 
employer  taxable  years  beginning  after  De- 
cember 31. 1986. 

Conference  Agreement 
/n  general 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  modifica- 
tions. The  conference  agreement  adopts  the 
House  bill  applying  a  10-percent  excise  tax 
to  nondeductible  employer  contributions. 
The  conferees  clarify  that,  with  respect  to 
an  employer  that  is  exempt  from  tax.  the 
10-percent  excise  tax  is  to  apply  to  contribu- 
tions that  would,  if  the  employer  were  not 
exempt,  be  nondeductible.  The  conference 
agreement  also  imposes  a  limit  of  $200,000 
on  the  amount  of  compensation  that  may  be 
taken  into  account  in  computing  deductions 
for  plan  contributions.  The  limit  is  to  be  ad- 
justed for  cost-of-living  increases  at  the 
time  and  in  the  manner  provided  for  adjust- 
ing the  overall  limits  on  annual  benefits 
under  a  qualified  defined  benefit  pension 
plan  (sec.  415(d)). 
Fully  insured  plans 

The  conference  agreement  Includes  a 
technical  modification  relating  to  fully  in- 
sured plans  which  provides  that  the  annual 
premium  payments  are  deemed  to  be  the 
amount  required  to  meet  the  minimum 
funding  requirements  in  the  case  of  a  fully 
insured  plan. 
Effective  date 

The  provisions  are  effective  for  taxable 
years  beginning  after  December  31, 1986. 
3.  Asset  Reversions  Under  Qualiried  Plans 
Present  Law 

A  qualified  plan  must  be  for  the  exclusive 
benefit  of  employees.  Prior  to  the  satisfac- 
tion of  all  liabilities  with  respect  to  employ- 
ees and  their  beneficiaries,  the  assets  held 
under  a  qualified  plan  may  not  be  used  for. 
or  diverted  to.  purposes  other  than  the  ex- 
clusive benefit  of  employees.  However,  if 
assets  remain  in  a  defined  benefit  pension 
plan  upon  plan  termination  as  a  result  of  ac- 
tuarial error,  then  those  assets  may  be  paid, 
as  a  reversion,  to  the  employer  after  the 
plan  has  satisfied  all  liabilities,  if  the  plan 
provides  for  such  payment. 

A  surplus  generally  is  considered  to  be  due 
to  actuarial  error  if  it  is  not  due  to  specific 
action  of  the  employer  such  as  decreasing 
employer  liabilities.  In  general,  no  amounts 
may  revert  to  an  employer  upon  termina- 
tion of  a  defined  contribution  plan. 
House  Bill 

The  House  bill  imposes  a  10-percent  non- 
deductible excise  tax  on  a  reversion  occur- 
ring upon  the  termination  of  a  qualified 
plan.  The  tax  is  imposed  on  the  person  who 
receives  the  reversion.  Under  the  bill,  the 
tax  applies  to  amounts  received  as  a  rever- 
sion pursuant  to  the  termination  of  a  plan 
occurring  after  December  31.  1985. 
Senate  Amendment 

The  Senate  amendment  is  generally  the 
same  as  the  House  bill  except  that  (1)  it 
provides  a  new  definition  of  the  amount  of  a 
reversion.  (2)  it  does  not  apply  the  tax  in 
the  case  of  certain  amounts  transferred  to 
an  employee  stock  ownership  plan,  and  (3) 
it  provides  an  exception  to  the  application 
of  the  tax  in  the  case  of  a  certain  employer. 

The  Senate  amendment  defines  a  rever- 
sion as  the  amount  of  cash  and  the  fair 
market  value  of  other  property  received  (di- 
rectly or  indirectly)  from  a  qualified  plan. 
Under  the  Senate  amendment,  the  amount 
of  a  reversion  does  not  Include  any  amount 
distributed  to  an  employee  (or  beneficiary) 


if  the  amount  could  have  been  distributed 
before  the  termination  of  the  plan  without 
violating  the  plan  qualification  require- 
ments. In  determining  the  amount  of  a  re- 
version, an  obligation  (e.g..  an  obligation  to 
pay  a  benefit)  that  causes  the  disqualifica- 
tion of  a  plan  (or  that  would  cause  the  dis- 
qualification of  the  plan  if  the  plan  were 
otherwise  qualified)  is  to  be  taken  into  ac- 
count as  a  reversion  if  it  is  provided  pursu- 
ant to  the  termination  of  the  plan. 

Under  the  Senate  amendment,  the  tax  ap- 
plies to  amounts  received  as  a  reversion  pur- 
suant to  the  termination  of  a  plan  occurring 
after  December  31.  1985.  The  tax  applies  to 
reversions  received  after  December  31,  1985. 
other  than  reversions  attributable  to  plan 
terminations  occurring  on  or  before  Decem- 
ber 31,  1985.  Under  the  Senate  amendment, 
a  termination  is  considered  to  occur  on  the 
proposed  date  of  termination. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment  under  which  a  10-per- 
cent nondeductible  excise  tax  is  imposed  on 
a  reversion  from  a  qualified  plan.  In  addi- 
tion, the  tax  is  imposed  on  reversions  from 
programs  described  in  section  403(a).  The 
tax  is  imposed  on  the  employer  maintaining 
the  plan.  In  the  case  of  a  partnership  that  is 
treated  as  the  employer  maintaining  the 
plan  under  section  401(a),  the  partners  are 
liable  for  the  tax.  The  agreement  provides 
that  the  excise  tax  does  not  apply  to  a  re- 
version to  an  employer  that  has  at  all  times 
been  tax-exempt.  Of  course,  this  exception 
does  not  apply  to  the  extent  that  such  em- 
ployer has  been  subject  to  unrelated  busi- 
ness income  tax  or  has  otherwise  derived  a 
tax  benefit  from  the  qualified  plan. 

In  addition,  the  conference  agreement 
clarifies  that  a  return  of  mistaken  contribu- 
tions within  section  401(a)(2)  is  not  a  rever- 
sion subject  to  the  excise  tax.  Similarly, 
amounts  which  may  be  returned  under  sec- 
tion 403(c)(2)  of  the  Employee  Retirement 
Income  Security  Act  of  1974.  as  amended, 
are  not  considered  reversions  subject  to  the 
tax.  A  payment  to  an  employer  under  a  par- 
ticipating annuity  purchased  upon  plan  ter- 
mination is  treated  as  a  reversion  subject  to 
the  tax. 

The  conference  agreement  adopts  the  pro- 
vision in  the  Senate  amendment  waiving  the 
excise  tax  with  respect  to  the  portion  of  a 
reversion  that  is  transferred  to  an  employee 
stock  ownership  plan  (ESOP)  under  certain 
circumstances.  No  inference  is  to  be  drawn 
from  this  exception  as  to  the  circumstances 
in  which  asset  transfers  will  or  will  not  sat- 
isfy the  exclusive  benefit  rule  and  any  other 
applicable  qualification  requirements  (e.g., 
sec.  414(1)). 

As  under  the  Senate  amendment,  in  order 
to  prevent  undue  market  disruption  due  to 
the  requirement  that  the  assets  transferred 
to  the  ESOP  must  be  invested  in  employer 
securities  or  used  to  repay  a  loan  used  to  ac- 
quire employer  securities  within  90  days  of 
the  transfer,  the  Secretary  is  authorized  to 
extend  the  90-day  period.  For  purposes  of 
determining  which  plan  participants  In  the 
defined  benefit  plan  from  which  assets 
where  transferred  to  the  ESOP  are  required 
to  be  participants  in  the  ESOP,  the  confer- 
ees Intend  that  only  active  employees,  as  op- 
posed to  retirees,  who  are  participants  in 
the  plan  need  be  Included. 

The  conferees  clarify  that  the  prohibition 
against  employer  contributions  (including 
elective  deferrals)  to  an  ESOP  in  receipt  of 
a  transfer  from  a  terminated  defined  bene- 
fit plan  Is  not  Intended  to  prohibit  contribu- 
tions to  an  ESOP  to  the  extent  that  the 


amount  of  the  suspense  account  required  to 
be  allocated  for  a  year,  when  combined  with 
additional  contributions,  does  not  exceed 
the  limits  under  section  415. 

The  conferees  are  aware  that  the  Secre- 
tary Is  currently  considering  the  circum- 
stances in  which  asset  transfers  between  on- 
going plans,  plan  mergers  and  spinoffs,  and 
transfers  of  plan  sponsorship  in  connection 
with  the  sale  of  a  business  may  result  In 
Income  tax  consequences  to  the  employer. 
The  conferees  stress  that  no  Inference  Is  to 
be  drawn  from  the  agreement  as  to  either 
the  income  or  reversion  tax  consequences  of 
such  transactions. 

The  provision  generally  applies  to  rever- 
sions received  after  December  31.  1985  but 
does  not  apply  to  a  reversion  received  after 
December  31.  1985.  if  the  termination  date 
of  the  plan  is  before  January  1.  1986.  Under 
the  agreement,  the  special  provision  for 
transfers  to  an  ESOP  applies  with  respect  to 
reversions  occurring  after  December  31. 
1985.  and  before  January  1,  1989,  and  rever- 
sions received  pursuant  to  terminations  ex:- 
currlng  after  December  31,  1985.  and  before 
January  1,  1989.  Under  the  conference 
agreement,  the  date  of  termination  of  a 
plan  is  the  dates  of  termination  under  sec- 
tion 411(d)(3). 

E.  Miscellaneous  Pension  and  Deferred 

Compensation  Provisions  ^ 

1.  Discretionary  Contribution  Plans 

Present  Law 
Under  present  law,  a  profit-sharing  or 
stock  bonus  plan  may  provide  that  the  level 
of  employer  contributions  to  the  plan  varies 
from  year  to  year  at  the  discretion  of  the 
employer.  An  employers  discretion  with  re- 
spect to  the  level  of  contributions  to  a 
profit-sharing  plan  is  limited  by  the  require- 
ment that  the  employer's  contribution  to 
the  plan  in  any  given  year  may  not  exceed 
the  employer's  current  or  accumulated  prof- 
its. It  is  unclear  under  present  law  whether 
a  tax-exempt  employer  may  maintain  a 
profit-sharing  plan  because  a  tax-exempt 
employer  generally  does  not  have  profits  in 
the  ordinary  sense. 

House  Bill 
Under  the  House  bill,  employer  contribu- 
tions to  a  profit-sharing  plan  that  satisfy 
the  immediate  vesting  and  withdrawal  re- 
strictions applicable  to  elective  deferrals 
under  a  qualified  cash  or  deferred  arrange- 
ment (sec.  401(k))  are  not  limited  to  the  em- 
ployer's current  or  accumulated  profits 
(whether  or  not  the  plan  contains  a  quali- 
fied cash  or  deferred  arrangement).  This 
provision  applies  without  regard  to  whether 
the  employer  Is  a  tax-exempt  organization. 
The  provision  applies  to  plan  years  begin- 
ning after  December  31.  1985. 

Senate  Amendment 
The  Senate  amendment  Is  the  same  as  the 
House  bill,  except  that  the  provision  does 
not  require  a  plan  to  meet  the  vesting  and 
distribution  requirements  applicable  to 
qualified  cash  or  deferred  arrangements. 
The  provision  applies  to  plan  years  begin- 
ning after  December  31, 1986. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  except  that  the  provi- 
sion Is  effective  for  plan  years  beginning 
after  December  31.  1985.  The  conferees  also 
Intend  that  the  Secretary  may  require  de- 
fined contribution  plans  to  contain  provi- 
sions specifying  whether  they  are  pension 
plans  or  discretionary  contribution  plans. 
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2.  Requirement  That  Collective  BargaininK  \gnt- 

mcnts  Be  Bona  Fide 

Present  Law 

Under  present  law.  many  of  the  nondis- 
crimination standards  and  effective  dates  of 
the  Code  applicable  to  qualified  plans  apply 
separately  (or  do  not  apply)  to  plans  or  pro- 
grams maintained  pursusuit  to  an  agreement 
that  is  found  to  be  a  collective  bargaining 
agreement  if  there  is  evidence  that  retire- 
ment benefits  were  the  subject  of  good  faith 
bargaining  between  the  employer  and  em- 
ployee representatives.  Similar  exclusions 
are  provided  with  respect  to  certain  employ- 
ee benefits  provided  to  employees.  In  addi- 
tion, effective  dates  for  new  provisions  are 
often  delayed  with  respect  to  plans  or  pro- 
grams maintained  pursuant  to  a  collective 
bargaining  agreement.  Present  law  provides 
no  clear  definition  of  a  collective  bargaining 
agreement,  but  does  limit  the  scope  of  the 
term  "employee  representatives"  (sec. 
7701(aX46». 

House  Bill 

The  House  bill  clarifies  that  no  agreement 
will  be  treated  as  a  collective  bargaining 
agreement  unless  it  is  a  bona  fide  agreement 
between  bona  fide  employee  representatives 
and  one  or  more  employers.  The  provision  is 
effective  upon  enactment. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment.  Be- 
cause the  provision  is  a  clarification  of 
present  law.  the  conferees  intend  that  this 
provision  be  given  retroactive  effect  where 
appropriate. 

3.  Treatment  of  Certain  Fishermen  as  Self-Em- 

ployed Individuals 

Present  Law 

Under  present  law,  certain  fishermen  who 
otherwise  would  be  treated  as  common-law 
employees  under  the  usual  rules  for  deter- 
mining an  employer-employee  relationship 
are  treated  as  self-employed  individuals  for 
purposes  of  employment  taxes  (sees. 
3121(b)(20)  and  3306<c)(20)). 

The  Internal  Revenue  Service  has  held 
that,  although  these  individuals  are  treated 
as  self-employed  individuals  for  employ- 
ment tax  purposes,  they  are  treated  as  em- 
ployees for  purposes  of  determining  wheth- 
er a  pension,  profit-sharing,  or  stock  bonus 
plan  maintained  by  the  owner  or  operator 
of  the  t>oat  (or  l>oats)  is  a  qualified  plan 
under  section  401(a).| 

House  Bill 

No  provision. 

Senate  Amendment 

Under  the  Senate  amendment,  members 
of  fishing  boat  crews  (described  in  sec. 
3121(b)(20))  are  treated  as  self-employed  in- 
dividuals for  purposes  of  the  rules  relating 
to  qualified  plans.  The  provision  applies  to 
taxable  years  beginning  after  December  31, 
1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  effective  for  taxable 
years  beginning  after  December  31,  1986. 

4.  Cash-Out  of  Certain  Accrued  Benefits 

Present  Law 
Under  present  law.  in  the  case  of  an  em- 
ployee who  separates  from  service,  a  pen- 


■  Rev.  Rul.  79-101.  1979-1  CB  156. 


sion,  profit-sharing,  or  stock  bonus  plan 
may  not  immediately  distribute  any  portion 
of  the  participant's  benefit  without  the  par- 
ticipant's consent,  if  the  present  value  of 
the  participant's  accrued  benefit  exceeds 
$3,500  (sec.  411(a)(ll)  of  the  Code  and  sec. 
203  of  the  Employee  Retirement  Income  Se- 
curity Act  (ERISA)).  The  interest  rate  used 
in  determining  the  present  value  of  a  bene- 
fit for  purposes  of  these  cash  out  rules  may 
not  exceed  the  interest  rate  that  would  be 
used  (as  of  the  date  of  the  distribution)  by 
the  Pension  Benefit  Guaranty  Corporation 
(PBGC)  for  purposes  of  determining  the 
present  value  of  a  lump-sum  distribution 
upon  termination  of  the  plan.  The  PBGC 
rate  in  effect  at  the  beginning  of  a  plan  year 
may  be  used  throughout  the  plan  year  if 
the  plan  so  provides. 

With  respect  to  those  plans  subject  to  the 
automatic  survivor  benefit  requirements 
(Code  sees.  401(a)(ll)  and  417  and  ERISA 
sec.  205),  if  the  present  value  of  the  benefit 
under  either  the  qualified  joint  and  survivor 
annuity  or  the  qualified  preretirement  sur- 
vivor annuity  exceeds  $3,500,  then  the  con- 
sent of  the  participant  and  spouse  (or  the 
surviving  spouse  if  the  participant  has  died) 
must  be  obtained  twfore  the  plan  can  imme- 
diately distribute  any  part  of  the  present 
value  in  a  form  other  than  a  qualified  joint 
and  survivor  annuity  or  a  qualified  prere- 
tirement survivor  annuity.  The  interest  rate 
used  for  determining  the  present  value  of  a 
benefit  may  not  exceed  the  interest  rate 
that  would  be  used  (as  of  the  date  of  the 
distribution)  by  the  PBGC  for  purposes  of 
determining  the  present  value  of  a  lump 
sum  distribution  on  plan  termination.  The 
PBGC  rate  in  effect  at  the  beginning  of  a 
plan  year  may  be  used  throughout  the  plan 
year  if  the  plan  so  provides. 
House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  modifies  the  in- 
terest rate  required  to  be  used  for  purposes 
of  determining  the  present  value  of  (1)  a 
participant's  accrued  benefit,  (2)  a  qualified 
preretirement  survivor  annuity,  or  (3)  a 
qualified  joint  and  survivor  annuity.  Under 
the  Senate  amendment,  a  plan  is  required  to 
compute  the  first  $3,500  of  the  present 
value  of  a  benefit  by  using  an  interest  rate 
no  greater  than  the  interest  rate  (deferred 
or  immediate,  whichever  is  appropriate) 
that  would  be  used  by  the  PBGC  (as  of  the 
date  of  distribution)  upon  the  plan's  termi- 
nation. The  remaining  portion  of  the 
present  value  of  the  benefit  is  required  to  be 
determined  using  an  interest  rate  no  greater 
than  120  percent  of  the  interest  rate  (de- 
ferred or  immediate,  whichever  is  appropri- 
ate) that  would  be  used  by  the  PBGC  (as  of 
the  date  of  distribution)  upon  the  plan's  ter- 
mination. 

The  provision  applies  to  distributions 
after  December  31.  1984,  except  for  distribu- 
tions made  after  December  31.  1984,  and 
before  the  date  of  enactment  if  such  distri- 
butions were  made  in  accordance  with  the 
regulations  issued  under  the  Retirement 
Equity  Act  of  1984. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  except  that  a  plan  is  re- 
quired to  use  an  interest  rate  no  greater 
than  the  interest  rate  (deferred  or  immedi- 
ate, whichever  is  appropriate)  that  would  be 
used  by  the  PBGC  (as  of  the  date  of  distri- 
bution) upon  the  plan's  termination  for  pur- 
poses of  determining  whether  (Da  partici- 
pant's accrued  benefit  can  be  cashed  out 


without  consent  because  the  present  value 
of  the  vested  accrued  benefit  is  less  than 
$3,500  and  (2)  the  present  value  of  a  partici- 
pant's vested  accrued  benefit  is  less  than 
$25,000. 

If  the  present  value  of  the  vested  accrued 
benefit  is  no  more  than  $25,000,  then  the 
amount  to  be  distributed  to  the  participant 
or  beneficiary  is  calculated  using  the  PBGC 
rate. 

If  the  present  value  of  the  accrued  benefit 
exceeds  $25,000  (using  the  PBGC  interest 
rate),  then  the  conference  agreement  pro- 
vides that  the  amount  to  be  distributed  is 
determined  using  an  interest  rate  no  greater 
than  120  percent  of  the  interest  rate  (de- 
ferred or  immediate,  whichever  is  appropri- 
ate) that  would  be  used  by  the  PBGC  (as  of 
the  date  of  distribution)  upon  the  plan's  ter- 
mination. In  no  event,  however,  is  the 
amount  to  be  distributed  reduced  below 
$25,000  when  the  interest  rate  used  is  120 
percent  of  the  applicable  PBGC  rate. 

For  example,  assume  that,  upon  separa- 
tion from  service,  the  present  value  of  an 
employee's  total  accrued  benefit  (including, 
e.g.,  any  accrued  benefits  within  section 
411(d)(6)  for  which  the  employee  is  not  yet 
eligible)  is  $50,000  using  the  applicable 
PBGC  rate.  Under  the  conference  agree- 
ment, the  plan  may  distribute  to  this  em- 
ployee (if  the  employee  and,  if  applicable, 
the  employee's  spouse  consents)  the  total 
accrued  benefit,  calculated  using  120  per- 
cent of  the  applicable  PBGC  rate  (e.g., 
$47,000). 

The  conferees  recognize  that  the  PBGC  is 
considering  adopting  a  new  method  and  in- 
terest rate  structure  for  valuing  accrued 
benefits  on  plan  termination.  If  a  new 
method  and  structure  are  adopted,  the  Sec- 
retary is  directed  to  provide  timely  guidance 
regarding  the  method  of  compliance  with 
this  provision  of  the  conference  agreement. 

As  under  current  law,  the  PBGC  rate  in 
effect  at  the  beginning  of  the  plan  year  may 
be  used  throughout  the  plan  year  if  the 
plan  so  provides. 

The  provision  is  effective  for  distributions 
for  plan  years  beginning  after  December  31, 
1984,  and  for  distributions  to  which  section 
303(c)  of  REA  applies,  except  that  the  pro- 
vision does  not  apply  to  distributions  in  plan 
years  beginning  after  December  31,  1984, 
and  before  January  1,  1986,  that  were  made 
in  accordance  with  the  temporary  Treasury 
regulations  issued  under  the  Retirement 
Equity  Act  of  1984. 

In  addition,  the  conference  agreement 
provides  that  any  reduction  in  accrued  ben- 
efits is  not  to  be  treated  as  an  impermissible 
cutback  in  accrued  benefits  (sec.  411(d)(6)  of 
the  Code  and  sec.  204(g)  of  ERISA)  to  the 
extent  the  reduction  is  attributable  to  the 
calculation  of  the  present  value  of  an  ac- 
crued benefit  in  a  manner  no  less  favorable 
to  a  participant  than  the  manner  of  deter- 
mining the  present  value  under  the  provi- 
sion. This  rule  applies  if  the  plan  is  amend- 
ed to  provide  for  such  calculation  before  the 
close  of  the  first  plan  year  beginning  on  or 
before  January  1,  1989. 

5.  Time  Required  for  Plan  Amendments,  Issuance 
of  Regulations,  and  Development  of  Section 
40l(k)  Model  Plan 

Present  Law 
If  the  qualification  requirements  of  the 
tax  laws  are  changed,  present  law  generally 
requires  that  conforming  plan  amendments 
be  adopted  no  later  than  the  last  day  of  the 
first  plan  year  to  which  the  change  applies 
and  the  amendment  must  be  effective,  for 
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all  purposes,  not  later  than  the  first  day  of 
that  plan  year.* 

House  Bill 
Plan  amendments 

Under  the  House  bill,  the  provisions  gen- 
erally apply  as  of  the  separately  stated  ef- 
fective date  (generally,  years  beginning 
after  December  31,  1985).  However,  a  plan 
will  not  fail  to  be  a  qualified  plan  on  ac- 
count of  changes  made  in  the  bill  for  any 
year  beginning  before  January  1,  1988,  pro- 
vided— 

(1)  the  plan  complies,  in  operation,  with 
the  changes  as  of  the  separately  stated  ef- 
fective date; 

(2)  the  plan  is  amended  to  comply  with 
the  changes  no  later  than  the  last  day  of 
the  first  plan  year  beginning  after  Decem- 
ber 31,  1987;  and 

(3)  the  amendment  applies  retroactively 
to  the  first  day  of  the  first  plan  year  begin- 
ning on  the  separately  stated  effective  date. 

During  this  period,  a  plan  will  not  be  dis- 
qualified merely  because  the  plan  is  not  op- 
erated in  a  manner  that  conforms  to  the 
plan  document  and.  therefore,  violates  the 
requirement  that  (1)  benefits  be  definitely 
determinable,  (2)  a  plan's  terms  be  set  forth 
in  a  written  document,  or  <3)  the  plan  oper- 
ate in  accordance  with  its  terms. 
Senate  Amendment 
Plan  amendments 

The  provisions  of  the  Senate  amendment 
generally  apply  as  of  the  separately  stated 
effective  date  (generally,  years  beginning 
after  December  31.  1986,  or  December  31, 
1988).  However,  a  plan  will  not  fail  to  be  a 
qualified  plan  on  account  of  changes  re- 
quired to  be  made  by  the  Senate  amend- 
ment for  any  year  beginning  before  January 
1,  1989,  provided— 

(1)  the  plan  complies,  in  operation,  with 
the  required  changes  as  of  the  separately 
stated  effective  date; 

(2)  the  plan  is  amended  to  comply  with 
the  required  changes  no  later  than  the  last 
day  of  the  first  plan  year  beginning  after 
December  31,  1988:  and 

(3)  the  amendment  applies  retroactively 
to  the  separately  stated  effective  date. 

During  this  period,  a  plan  will  not  be  dis- 
qualified merely  because  the  plan  is  not  op- 
erated in  a  manner  that  conforms  to  the 
plan  document  and,  therefore,  violates  the 
requirements  that  (1)  benefits  be  definitely 
determinable,  (2)  a  plan's  terms  be  set  forth 
in  a  written  document,  or  (3)  the  plan  oper- 
ate in  accordance  with  its  terms.  Of  course, 
plan  modifications  not  required  by  the 
Senate  amendment  (e.g.,  benefit  increases; 
allocation  of  forfeitures  under  a  money  pur- 
chase pension  plan)  are  not  within  this  spe- 
cial amendment  rule  and  are  to  be  made  in 
accordance  with  the  generally  applicable 
rules.  ^ 

Collectively  bargained  plans 

Under  the  Senate  amendment,  the  sepa- 
rately stated  effective  dates  may  be  delayed 
for  certain  collectively  bargained  plans.  A 
collectively  bargained  plan  to  which  the  de- 
layed effective  dates  apply  will  not  fail  to  be 
a  qualified  plan  for  any  year  beginning 
before  the  later  of  (1)  January  1,  1989,  or  (2) 
the  earlier  of  (a)  January  1,  1991,  or  (b)  the 
first  plan  year  beginning  after  the  termina- 


=  This  "remedial  amendment  period"  may  be  fur- 
ther extended  by  the  Secretary  (sec.  401(b)).  Under 
present  law.  disqualifying  provisions  created  by 
statutory  changes  (other  than  those  made  by 
ERISA  and  TEFRA)  generally  are  not  "disqualify- 
ing provisions"  eligible  for  thLs  extended  remedial 
amendment  period. 


tion  of  the  collective  bargaining  agreement 
(determined  without  regard  to  any  exten- 
sion of  the  terms  of  the  agrreement  ratified 
after  February  28,  1986)  provided  three  con- 
ditions are  satisfied. 

First,  the  plan  must  operate  in  compliance 
with  the  changes  for  the  first  plan  year  be- 
ginning after  the  generally  applicable  effec- 
tive date. 

Second,  plan  amendments  must  be  adopt- 
ed no  later  than  the  last  day  of  the  first 
plan  year  beginning  after  the  later  of  (1) 
December  31,  1988,  or  (2)  the  earlier  of  (a) 
December  31,  1990.  or  (b)  the  termination  of 
the  collective  bargaining  agreement,  and 
such  amendments  must  be  made  effective  as 
of  the  first  day  of  the  first  plan  year  for 
which  the  plan  amendments  are  required. 

Issuance  of  regulations 

The  Senate  amendment  provides  that  the 
Secretary  is  to  issue  final  regulations  with 
respect  to  certain  qualified  plan  proviiinns 
of  the  amendment  by  February  1.  1988.  The 
provisions  for  which  these  regulations  are 
required  to  be  issued  include  (1)  the  rules 
relating  to  the  integration  of  benefits;  (2) 
the  coverage  requirements;  (3)  the  mini- 
mum vesting  standards;  (4)  the  amendments 
applicable  to  qualified  cash  or  deferred  ar- 
rangements (sec.  401(lc)  plans);  and  (5)  the 
new  nondiscrimination  rules  for  employer 
matching  and  employee  contributions  (sec. 
401(m)). 

Master  and   prototype   and   model   401  (k/ 
plans 

The  Senate  amendment  provides  that  the 
Internal  Revenue  Service  is  required,  not 
later  than  May  1,  1987,  to  begin  issuing 
opinion  letters  with  respect  to  master  and 
prototype  plans  for  cash  or  deferred  ar- 
rangements. In  addition,  the  Secretary  of 
the  Treasury  is  to  publish,  no  later  than 
May  1,  1987,  a  model  plan  document  for 
qualified  plans  that  include  qualified  cash 
or  deferred  arrangements. 

CoTiference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment  provisions  with 
respect  to  the  time  allowed  for  plan  amend- 
ments and  the  issuance  of  regulations.  In 
addition,  under  the  conference  agreement, 
the  IRS  is  to  issue  a  model  amendment 
within  60  days  after  the  date  of  enactment 
that  plans  may  adopt  for  the  period  ending 
with  the  required  plan  amendment  dates 
under  this  provision.  Such  model  amend- 
ment is  to  address  only  those  amendments 
that  are  required  to  be  made  under  the  con- 
ference agreement  to  maintain  qualification 
for  the  period  ending  with  the  first  plan 
year  beginning  after  December  31. 1988. 

The  conference  agreement  clarifies  that 
the  rule  regarding  issuance  of  regulations 
applies  to  the  coverage  requirements  appli- 
cable to  tax-sheltered  armuity  programs, 
the  definitions  of  highly  compensated  em- 
ployees and  the  10  percent  tax  on  excess  dis- 
tributions. 

Further,  the  conference  agreement  fol- 
lows the  Senate  amendment  with  respect  to 
opinion  letters  for  nuister  and  prototype 
401(k)  plans,  but  does  not  adopt  the  Senate 
amendment  provision  relating  to  401(k) 
model  plans.  The  conference  agreement  pro- 
vides that  the  IRS  must  begin  accepting 
opinion  letter  requests  by  May  1,  1987, 
rather  than  begin  issuing  letters  by  such 
date. 


6.  Penalty  for  Overstatement  of  Pension  Liabil- 
ities 

Present  Law 

Under  present  law.  an  employer  is  allowed  ^ 
a  deduction  for  contributions  (within  limits) 
to  a  trust  that  is  part  of  a  qualified  plan. 
Similar  rules  apply  to  plans  funded  with  an- 
nuity contracts. 

Under  present  law.  if  the  Internal  Reve- 
nue Service  determines  that  the  actuarial 
assumptions  used  to  calculate  employer  li- 
abilities under  a  defined  benefit  plan  are  un- 
reasonable, the  limit  on  employer  deduc- 
tions is  recalculated  using  reasonable  as- 
sumptions and  the  excess  deduction  is  disal- 
lowed. 

Present  law  does  not  provide  a  specific 
penalty  for  overvaluations  of  employer  li- 
ability under  a  defined  benefit  pension  plan. 

House  Bill 

The  House  bill  provides  a  penalty  on  the 
taxpayer  in  the  form  of  a  graduated  addi- 
tion to  tax  applicable  to  certain  income  tax 
overstatements  of  deductions  for  pension  li- 
abilities. As  an  addition  to  tax.  this  penalty 
is  to  be  assessed,  collected,  and  paid  in  the 
same  manner  as  a  tax.  This  addition  to  tax 
applies  only  to  the  extent  of  any  income  tax 
underpayment  that  is  attributable  to  such 
an  overstatement. 

The  underpayment  resulting  from  a  valu- 
ation overstatement  is  the  excess  of  the  tax- 
payer's (1)  actual  tax  liability  (i.e.,  the  tax 
liability  that  results  from  a  proper  valuation 
of  deductions  for  pension  liabilities  and 
takes  into  account  any  other  proper  adjust- 
ments) over  (2)  actual  tax  liability  as  re- 
duced by  taking  into  account  the  valuation 
overstatement. 

If  there  is  an  overstatement  of  deductions 
for  pension  liabilities,  the  following  percent- 
ages are  used  to  determine  the  applicable 
addition  to  tax: 

If  the  valuation  claimed  is  The 

the  following  percent  of  applicable 

the  correct  valuation  is—  percentage 

is— 

Less  than  150  percent 0 

150  percent  or  more  but  not  more 

than  200  percent 10 

More  than  200  percent  but  not 

more  than  250  percent 20 

More  than  250  percent 30 


The  valuation  overstatement  penalty  does 
not  apply  if  the  underpayment  for  a  taxable 
year  attributable  to  the  valuation  overstate- 
ment is  less  than  $1,000.  In  addition,  the  bill 
grants  the  Secretary  discretionary  authority 
to  waive  all  or  part  of  the  penalty  on  a 
showing  by  a  Uxpayer  that  there  was  a  rea- 
sonable basis  for  the  deduction  claimed  on 
the  return  and  that  the  claim  was  made  in 
good  faith. 

The  provision  applies  to  taxable  years  be- 
ginning after  December  31,  1985. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill.  It  is  expected  that  the  IRS  wiU 
assess  the  penalty  on  account  of  the  use  of 
unreasonable  actuarial  assumptions  as  well 
as  on  account  of  the  use  of  methods  that  ac- 
celerate deductions  with  respect  to  a  plan. 


24546 


CONGRESSIONAL  RECORD— HOUSE 


September  18,  1986 


The  conference  agreement  recognizes  that 
the  overstatement  of  liabilities  has  taken 
place  primarily  with  respect  to  defined  ben- 
efit pension  plans  of  professional  corpora- 
tions covering  a  small  number  of  employees 
and  has  involved  the  use  of  unreasonable 
actuarial  assumptions.  In  such  instances. 
the  enrolled  actuary  for  the  plan  has  used 
an  interest  rate  assumption  of  5  percent  (or 
less)  even  though  the  plan's  assets  were  in- 
vested so  as  to  earn  rates  of  return  in  excess 
of  9  percent.  In  addition,  the  enrolled  actu- 
ary in  these  cases  has  sometimes  calculated 
plan  funding  requirements  (and  deductions) 
by  either  explicitly  or  implicitly  (through 
the  use  of  high  annuity  purchase  rates, 
based  on  low  interest  rates,  at  retirement) 
assuming  cost-of-living  increases  in  the 
dollar  limitation  of  section  415  of  the  Code 
even  though  this  is  not  permitted.  The  con- 
ferees intend  that  such  cases  should  be 
closely  scrutinized.  Of  course,  the  confer- 
ence agreement  does  not  override  the  rule 
of  present  law  under  which  individual  actu- 
arial assumptions  are  not  required  to  be  rea- 
sonable per  se.  as  long  as  all  actuarial  as- 
sumptions are  reasonable  in  the  aggregate. 

The  conferees  intend  that  reliance  on  an 
enrolled  actuary  or  other  professional  by  an 
employer  with  respect  to  the  proper  amount 
of  the  deduction  will  not  constitute  a  rea- 
sonable basis  or  good  faith  claim  by  the  em- 
ployer. 

The  provision  applies  to  overstatements 
occurring  after  the  date  of  enactment. 
7.  Retirement  Equity  Act  of  1984  (REA)  Effective 
Date 

Present  Law 

Under  the  Retirement  Equity  Act  of  1984 
(RKA).  a  pension  plan  is  to  provide  auto- 
matic survivor  benefits  (1)  in  the  case  of  a 
participant  who  retires  under  the  plan,  in 
the  form  of  a  qualified  joint  and  survivor 
annuity,  and  (2)  in  the  case  of  a  vested  par- 
ticipant who  dies  before  the  annuity  start- 
ing date  and  who  has  a  surviving  spouse,  in 
the  form  of  a  qualified  preretirement  survi- 
vor annuity.  The  qualified  joint  and  survi- 
vor annuity  and  preretirement  survivor  an- 
nuity provisions  apply  to  any  participant 
who  performs  at  least  one  hour  of  service 
under  the  plan  on  or  after  the  date  of  enact- 
ment. 

REA  provided  a  special  transition  rule  for 
participants  who  separated  from  service 
before  the  date  of  enactment  and  whose 
benefits  were  not  in  pay  status  as  of  the 
date  of  enactment.  This  provision  applies  if 
(1)  a  participant  completed  at  least  one 
hour  of  service  under  the  plan  after  Sep- 
tember 1.  1974.  (2)  the  participant  separated 
from  service  before  the  first  day  of  the  first 
plan  year  beginning  on  or  after  January  1, 
1976,  and  (3)  the  plan  is  required  to  provide 
a  qualified  joint  and  survivor  annuity. 
Under  this  special  rule,  the  participant  is  to 
be  provided  the  right  to  elect  to  receive  ben- 
efits in  the  form  of  a  qualified  joint  and  sur- 
vivor annuity. 

House  Bill 

No  provision. 

Senate  Amendment 

Under  the  Senate  amendment,  a  plan  is 
exempt  from  the  survivor  benefit  require- 
ments of  REA  if  (1)  the  plan  was  estab- 
lished prior  to  January  1,  1954.  as  a  result  of 
an  agreement  between  employee  representa- 
tives and  the  Federal  Government  during  a 
period  of  Government  operation,  under  sei- 
zure powers,  of  a  major  part  of  the  produc- 
tive facilities  of  the  industry,  and  (2)  under 
the  plan,  participation  is  substantially  limit- 
ed to  participants  who,  before  January  1, 


1976,  ceased  employment  covered   by  the 
plan. 

The  provision  is  effective  on  the  date  of 
enactment. 

Conference  Agreement 
The   conference   agreement    follows   the 
Senate  amendment,  effective  as  of  the  date 
of  enactment. 

8.  Employee  Leasing 

Present  Law 

For  purposes  of  specified  pension  require- 
ments, a  leased  employee  is  treated  as  the 
employee  of  the  person  for  whom  the  leased 
employee  performs  services  (the  "recipi- 
ent"). A  leased  employee  is  generally  de- 
fined as  any  person  who  is  not  an  employee 
of  the  recipient  and  who  provides  services  to 
the  recipient  if  3  requirements  are  met. 
First,  such  services  must  be  provided  to  the 
recipient  under  an  agreement  between  the 
recipient  and  the  organization  providing  the 
person's  services  (the  "leasing  organiza- 
tion"). Second,  the  person  must  have  per- 
formed such  services  for  the  recipient  (or 
for  the  recipient  and  related  persons)  on  a 
substantially  full-time  basis  for  at  least  one 
year.  Third,  such  services  must  be  of  a  type 
historically  performed,  in  the  business  field 
of  the  recipient,  by  employees. 

Generally,  the  pension  requirements  for 
which  a  leased  employee  is  treated  as  an 
employee  are  the  rules  regarding  nondis- 
crimination, vesting,  limitations  on  benefits 
and  contributions,  top-heavy  plans,  and  sim- 
plified employee  pensions  (SEPs). 

A  leased  employee  covered  by  a  safe- 
harbor  plan  maintained  by  the  leasing  orga- 
nization is  not  treated  as  an  employee  of  the 
recipient.  A  safe-harbor  plan  is  a  money 
purchase  pension  plan  that  provides  for  im- 
mediate participation  and  for  full  and  im- 
mediate vesting  and  that  has  a  nonintegrat- 
ed  employer  contribution  rate  of  at  least  7V2 
percent. 


House  Bill 


No  provision. 


Senate  Amendment 

No  provision. 

Conference  Agreement 

In  light  of  the  substantial  changes  made 
by  the  conference  agreement  to  the  pension 
requirements  to  which  the  employee  leasing 
rules  apply,  the  conference  agreement  modi- 
fies the  employee  leasing  rules. 

The  conference  agreement  modifies  the 
definition  of  a  safe-harbor  plan  in  two  ways. 
First,  the  agreement  raises  the  required 
contribution  rate  from  7'/;  percent  to  10  per- 
cent. 

Second,  the  conference  agreement  re- 
quires that,  to  be  a  safe-harbor  plan,  a  plan 
must  cover  all  employees  of  the  leasing  or- 
ganization (l)eginning  with  the  date  they 
become  employees)  other  than  (1)  employ- 
ees whom  the  leasing  organization  demon- 
strates to  the  satisfaction  of  the  Secretary 
performed  substantially  all  of  their  services 
for  the  leasing  organization  (rather  than  for 
recipients),  and  (2)  employees  whose  total 
compensation  from  the  leasing  organization 
is  less  than  $1,000  during  the  plan  year  and 
during  each  of  the  3  prior  plan  years. 

As  under  present  law,  an  employee  cov- 
ered under  a  safe-harbor  plan  is  to  receive 
the  required  allocation  regardless  of  the 
number  of  hours  of  service  credited  to  the 
employee  for  the  year,  regardless  of  wheth- 
er the  employee  is  employed  by  the  leasing 
organization  on  any  specified  date  during 
the  year  and  regardless  of  the  participants 
age. 


In  addition,  a  definition  of  compensation 
is  provided  by  the  agreement  for  purposes 
of  the  10  percent  contribution  rate  and  the 
$1,000  rule.  For  these  purposes,  compensa- 
tion is  to  have  the  same  meaning  used  for 
purposes  of  the  limitation  on  benefits  or 
contributions  (sec.  415),  except  that  there  is 
to  be  added  to  such  amount  elective  defer- 
rals under  a  qualified  cash  or  deferred  ar- 
rangement, SEP,  or  tax-sheltered  annuity 
program  and  elective  contributions  under  a 
cafeteria  plan. 

The  conference  agreement  also  provides 
that  each  leased  employee  is  to  be  treated 
as  an  employee  of  the  recipient,  regardless 
of  the  existence  of  a  safe-harbor  plan,  if 
more  than  20  percent  of  an  employee's  non- 
highly  compensated  workforce  are  leased 
employees  (as  specially  defined  below).  The 
term  "nonhighly  compensated  workforce"  is 
defined  to  mean  the  number  of  persons 
(other  than  highly  compensated  employees) 
who  are  (1)  employees  of  the  recipient 
(other  than  leased  employees  (as  specially 
defined  below))  and  have  performed  services 
for  the  recipient  (or  for  the  recipient  and 
related  persons)  on  a  substantially  full-time 
basis  for  a  period  of  at  least  one  year,  and 
(2)  leased  employees  (as  specially  defined 
below)  with  respect  to  the  recipient.  For 
purposes  of  this  20  percent  rule,  the  term 
"leased  employee"  includes  any  person  who 
performs  services  for  the  recipient  both  as  a 
nonemployee  and  as  an  employee,  and  who 
would  be  a  leased  employee  if  all  such  serv- 
ices were  performed  as  a  nonemployee. 

The  conference  agreement  also  applies 
the  employee  leasing  rules  for  purposes  of 
certain  employee  benefit  requirements  (see 
Part  P,  below)  and  adjusts  certain  rules  ac- 
cordingly. The  exemption  from  the  applica- 
tion of  the  employee  leasing  rules  with  re- 
spect to  individuals  covered  by  a  safe-harbor 
plan  is  inapplicable  to  employee  benefits.  In 
addition,  with  respect  to  core  health  bene- 
fits, the  period  during  which  an  individual 
must  perform  services  on  a  substantially 
full-time  basis  is  reduced  from  one  year  to  6 
months. 

Also,  with  respect  to  the  employee  leasing 
rules  generally,  the  conference  agreement 
clarifies  that  in  the  case  of  an  employee  of 
the  recipient  (whether  by  reason  of  being  a 
leased  employee  or  otherwise),  for  purposes 
of  the  applicable  requirements,  service  is  to 
include  any  period  of  service  during  which 
the  employee  would  have  been  a  leased  em- 
ployee but  for  the  requirement  that  sub- 
stantially full-time  services  be  performed 
for  at  least  one  year  (6  months  in  the  case 
of  core  health  benefits).  Of  course,  service 
as  an  employee  (whether  by  reason  of  being 
a  leased  employee  or  otherwise)  is  also  cred- 
ited. 

The  conference  agreement  also  clarifies 
that  the  rules  aggregating  certain  employ- 
ers (sec.  414(b),  (c),  (m),  and  (o))  apply  for 
purposes  of  the  employee  leasing  rules. 
Thus,  for  example,  the  term  "recipient"  in- 
cludes, in  addition  to  the  employer  or  em- 
ployers for  which  the  services  are  per- 
formed, other  aggregated  employers. 

Finally,  regulations  are  to  be  issued  to 
minimize  the  recordkeeping  requirements 
attributable  to  the  employee  leasing  provi- 
sions in  the  case  of  an  employer  that  has  no 
top-heavy  plans  (sec.  416)  and  that  uses  the 
services  of  nonemployees  only  for  an  insig- 
nificant percentage  of  the  employer's  total 
workload. 

The  conferees  intend  that  this  record- 
keeping rule  be  applied  for  employers  with 
respect  to  which  the  number  of  individuals 
performing  substantial  services  as  nonem- 
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ployees  is  less  than  5  percent  of  the  number 
of  nonhigiily  compensated  employees  per- 
forming substantial  services. 

Further,  it  is  intended  that  the  Secretary 
is  to  prescribe  objective  rules  to  determine  if 
an  individual  has  performed  substantial 
services.  With  respect  to  individuals  per- 
forming services  both  as  an  employee  and  as 
a  nonemployee,  services  in  both  capacities 
generally  are  to  be  taken  into  account  and, 
for  purposes  of  this  recordkeeping  rule, 
counted  as  service  as  a  nonemployee.  In  ad- 
dition, it  is  intended  that  an  individual  is  to 
be  treated  as  having  performed  substantial 
services  as  a  nonemployee  only  if  such  indi- 
vidual has  at  least  1,500  hours  of  service. 
Also,  in  lieu  of  requiring  that  the  numt)€r  of 
nonhighly  compensated  employees  perform- 
ing substantial  services  be  determined,  the 
Secretary  may  generally  deem  the  number 
of  nonhighly  compensated  employees  per- 
forming substantial  services  to  be  equal  to 
the  number  of  nonhighly  compensated  em- 
ployees covered  by  a  qualified  plan  of  the 
employer  (other  than  those  also  performing 
services  as  a  nonemployee).  (For  an  employ- 
er that  does  not  maintain  a  qualified  plan, 
the  Secretary  may  allow  use  of  the  number 
of  participants  in,  for  example,  a  health 
plan.) 

The  conferees  further  intend  that  the 
Secretary  is  to  prescribe  appropriate  rules 
to  minimize  the  recordkeeping  necessary  to 
determine  if  this  5-percent  test  has  been 
satisfied.  Thus,  for  purposes  of  determining 
whether  an  employee  has  performed  sub- 
stantial services,  the  Secretary  may  permit 
an  employer  not  to  check  whether  an  indi- 
vidual who  performed  less  than  substantial 
services  at  one  division  also  performed  serv- 
ices at  another  geographically  separate  divi- 
sion, unless  such  checking  would  be  reason- 
able under  the  circumstances  (such  as  in  the 
case  where  the  employer  transfers  the  indi- 
vidual). The  Secretary  may  also  permit  em- 
ployers to  rely  on  records  maintained  by  all 
leasing  organizations  providing  the  services 
of  an  individual  in  determining  the  amount 
of  services  performed  by  such  individual  as 
a  nonemployee,  unless,  of  course,  the  em- 
ployer has  reason  to  believe  such  records 
are  not  accurate.  Also,  in  cases  where  deter- 
mining the  exact  numbers  of  nonemployees 
performing  substantial  services  would  be 
burdensome  due  to  the  large  numbers  in- 
volved, the  Secretary  may  permit  employers 
to  rely  on  a  statistically  valid  sample  per- 
formed by  an  independent  third  party. 

With  respect  to  the  requirement  that  the 
employer  have  no  top-heavy  plans,  the  Sec- 
retary, by  regulation,  is  to  adjust  this  re- 
quirement to  apply  to  the  other  benefits  to 
which  the  leasing  rules  now  apply.  In  such 
situations,  the  Secretary  may  substitute  a 
comparable  test  applicable  to  employee  ben- 
efits. For  example,  the  recordkeeping  ex- 
emption might  not  be  available  with  respect 
to  a  type  of  employee  benefit  if  at  least  60 
percent  of  that  type  of  benefit  was  being 
provided  to  highly  compensated  employees. 

For  an  employer  that  satisfies  the  require- 
ments for  recordkeeping  relief,  it  is  intend- 
ed that  an  employer  need  not  treat  an  indi- 
vidual as  a  leased  employee  unless  such  indi- 
vidual provides  the  employer  satisfactory 
evidence  of  entitlement  to  such  treatment. 

Finally,  the  conference  agreement  deletes 
the  rule  providing  regulatory  authority  to 
render  the  employee  leasing  rules  inapplica- 
ble in  certain  circumstances.  The  record- 
keeping exemption  provided  under  the  con- 
ference agreement  serves  the  purpose  for 
which  the  regulatory  authority  was  created. 

In  general,  these  new  rules  are  effective 
with  respect  to  services  performed  after  De- 


cember 31,  1986.  The  recordkeeping  exemp- 
tion, however,  shall  apply  as  if  it  were  origi- 
nally enacted  as  part  of  the  employee  leas- 
ing legislation  in  the  Tax  Equity  and  Fiscal 
Responsibility  Act  of  1982  (TEFRA),  except 
that  for  plan  years  of  recipients  beginning 
before  January  1,  1987,  the  only  require- 
ment for  the  relief  is  that  the  employer 
have  no  top-heavy  plan.  Further,  the  clari- 
fying changes  regarding  crediting  service 
and  aggregating  employers  are  effective  as 
if  originally  part  of  the  employee  leasing 
legislation  in  TEFRA.  The  changes  relating 
to  employee  benefits  are  effective  when  the 
new  nondiscrimination  rules  apply  to  em- 
ployee benefits.  (See  XI.  P..  below.) 
9.  Federal  Thrift  Savings  Fund 
Present  Law 

Under  present  law,  beginning  in  1987,  an 
employee  is  allowed  to  contribute  up  to  10 
percent  of  the  employee's  rate  of  basic  pay 
to  the  Thrift  Savings  Plan  maintained  by 
the  Federal  government.  These  employee 
contributions  to  the  Thrift  Savings  Plan  are 
not  includible  in  the  employee's  income  for 
the  year  of  deferral,  but  rather  are  includ- 
ible in  income  when  distributed  from  the 
Plan.  The  tax  treatment  of  an  employee's 
contributions  to  the  Plan  is  not  currently 
specified  in  the  Internal  Revenue  Code. 
House  Bill 

No  provision. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  provides,  in 
the  Internal  Revenue  Code,  for  the  tax 
treatment  of  an  employee's  contributions  to 
the  Thrift  Savings  Plan  maintained  by  the 
Federal  government.  Under  the  provision, 
an  employee's  contributions  to  the  Plan  are 
not  treated  as  made  available  merely  be- 
cause the  employee  had  an  election  to  re- 
ceive the  amounts  in  cash.  Therefore,  the 
amounts  deferred  are  not  includible  in  an 
employee's  income  until  distributed. 

The  provision  is  effective  on  the  date  of 
enactment. 

F.  Employee  Benefit  Provisions 
1.  Nondiscrimination  Rules  for  Certain  Statutory 
Employee  Benem  Plans 

Present  Law 
Overview 

Under  present  law,  certain  employer-pro- 
vided employee  benefits  are  excluded  from 
the  gross  income  of  employees  if  provided 
under  certain  statutorily  prescribed  condi- 
tions. Similar  exclusions  generally  apply  for 
employment  tax  purposes. 

Among  those  conditions  that  generally 
apply  to  the  exclusion  of  employer-provided 
employee  benefits  is  the  requirement  that 
employee  benefits  be  provided  on  a  nondis- 
criminatory basis.  With  the  exception  of  the 
exclusion  for  employer-provided  health  In- 
surance, each  employee  benefit  exclusion  is 
not  available  unless  the  benefit  is  provided 
on  a  basis  that  does  not  favor  certain  cate- 
gories of  employees  who  are  officers, 
owners,  or  highly  compensated.  Failure  to 
satisfy  the  applicable  nondiscrimination  test 
for  a  specific  benefit  results  in  a  denial  of 
the  tax  exclusion  for  all  employees  receiving 
the  benefit  or  only  for  the  employees  in 
whose  favor  discrimination  is  prohibited,  de- 
pending on  the  benefit. 

Separate  nondiscrimination  rules  apply 
with  respect  to  each  benefit.  An  individual 
in  whose  favor  discrimination  is  prohibited 
for  one  benefit  may  or  may  not  be  such  an 
individual  for  another  benefit.  Also,  what 


constitutes  impermissible  discrimination 
and  the  consequences  of  such  discrimination 
differ  with  respect  to  different  benefits. 

Health  benefit  plans 

Under  present  law.  a  nondiscrimination 
test  is  not  applied  as  a  condition  of  the  ex- 
clusion of  health  benefits  provided  by  an 
employer  under  an  insured  plan,  or  of  the 
exclusion  of  medical  benefits  and  reimburse- 
ments provided  under  such  insurance  (sees. 
105  and  106).  However,  if  an  employer  pro- 
vides its  employees  with  health  benefits 
under  a  self-insured  medical  reimbursement 
plan  (sec.  105(h)),  the  exclusion  of  a  medical 
reimbursement  under  such  plan  is  available 
to  a  highly  compensated  individual  only  to 
the  extent  that  the  plan  does  not  discrimi- 
nate in  favor  of  highly  compensated  em- 
ployees. A  self-insured  health  plan  is  dis- 
criminatory if  it  favors  highly  compensated 
individuals  either  as  to  eligibility  to  partici- 
pate or  as  to  benefits. 

Group-term  life  insurance  plans 

Under  present  law,  an  exclusion  is  provid- 
ed for  the  cost  of  group-term  life  insurance 
coverage  (up  to  $50,000)  under  a  plan  main- 
tained by  an  employer  (sec.  79).  If  a  group- 
term  life  insurance  plan  is  determined  to  be 
discriminatory,  the  exclusion  of  the  cost  of 
$50,000  of  group-term  life  insurance  does 
not  apply  with  respect  to  key  employees.  A 
discriminatory  plan  is  one  that  discrimi- 
nates in  favor  of  key  employees  as  to  eligi- 
bility to  participate  or  as  to  the  type  or 
amount  of  benefits  available  under  the  plan. 
Group-term  life  insurance  benefits  will  not 
be  considered  discriminatory  merely  be- 
cause the  amount  of  life  insurance  provided 
to  employees  bears  a  uniform  relationship 
to  compensation. 

Group  legal  services  plans 

The  exclusion  for  contributions  to  or  serv- 
ices provided  under  an  employer-maintained 
group  legal  services  plan  is  available  to  em- 
ployees only  if  (1)  the  plan  benefits  a  class 
of  employees  that  does  not  discriminate  in 
favor  of  employees  who  are  officers,  share- 
holders, self-employed  individuals,  or  highly 
compensated,  and  (2)  the  contributions  or 
benefits  provided  under  the  plan  do  not  dis- 
criminate in  favor  of  such  employees  (sec. 
120).  In  addition,  the  exclusion  is  available 
only  if  no  more  than  25  percent  of  the 
amounts  contributed  during  a  year  may  be 
provided  for  5-percent  owners  (or  their 
spouses  or  dependents).  The  exclusion  for 
group  legal  services  benefits  expired  for  tax- 
able years  ending  after  1985.  (See  the  discus- 
sion in  2.,  below.) 
Educational  assistance  programs 

Under  present  law,  the  amounts  paid  or 
expenses  incurred  (up  to  $5,000  a  year)  for 
an  employee  under  an  employer-provided 
educational  assistance  program  are  excluded 
from  income  (sec.  127).  The  exclusion  is  not 
available  if  the  program  benefits  a  class  of 
employees  that  is  discriminatory  in  favor  of 
employees  who  are  officers,  owners,  or 
highly  compensated  (or  their  dependents). 
Also,  the  exclusion  is  available  only  if  no 
more  than  5  percent  of  the  amounts  paid  or 
incurred  by  the  employer  for  educational  as- 
sistance may  be  provided  for  5-percent 
owners  (or  their  spouses  or  dependents). 
The  exclusion  for  educational  assistance 
benefits  expired  for  taxable  years  beginning 
after  1985.  (See  the  discussion  in  2..  below.) 
Dependent  care  assistance  programs 

Present  law  provides  an  exclusion  from 
income  for  amounts  paid  or  incurred  for  an 
employee  under  a  dependent  care  assistance 


24548 


CONGRESSIONAL  RECORD— HOUSE 


September  18,  1986 


UMI 


program  (sec.  129).  The  exclusion  is  not 
available  unless  (1)  the  program  benefits  a 
class  of  employees  that  does  not  discrimi- 
nate in  favor  of  employees  who  are  officers, 
owners,  or  highly  compensated  (or  their  de- 
pendents), and  (2)  the  contributions  or  ben- 
efits provided  under  the  plan  do  not  dis- 
criminate in  favor  of  such  employees.  In  ad- 
dition, under  the  applicable  concentration 
test,  the  exclusion  is  not  available  if  more 
than  25  percent  of  the  amounts  paid  or  in- 
curred by  the  employers  for  dependent  care 
assistance  are  provided  for  5-percent  owners 
(or  their  spouses  or  dependents). 
Welfare  benefit  funds 

A  voluntary  employees'  l)eneficiary  asso- 
ciation or  a  group  legal  services  fund  that  is 
part  of  an  employer  plan  is  not  exempt 
from  taxation  unless  the  plan  of  which  the 
association  or  fund  is  a  part  meets  certain 
nondiscrimination  rules  (sec.  505).  (These 
nondiscrimination  rules  also  apply  for  cer- 
tain other  purposes,  such  as  the  deductibil- 
ity of  contributions  to  a  welfare  benefit 
fund  to  provide  post-retirement  health  ben- 
efits.) Under  these  rules,  no  class  of  benefits 
may  be  provided  to  a  classification  of  em- 
ployees that  is  discriminatory  in  favor  of 
highly  compensated  employees.  In  addition, 
with  respect  to  each  class  of  benefits,  the 
benefits  may  not  discriminate  in  favor  of 
highly  compensated  employees.  A  life  insur- 
ance, disability,  severance  pay,  or  supple- 
mental unemployment  compensation  bene- 
fit will  not  fail  the  l)enefits  test  merely  be- 
cause the  amount  of  benefits  provided  to 
employees  bears  a  uniform  relationship  to 
compensation. 
Cafeteria  plans 

Under  a  cafeteria  plan,  a  participant  is  of- 
fered a  choice  between  cash  and  one  or 
more  employee  benefits.  The  mere  availabil- 
ity of  cash  or  certain  taxable  benefits  under 
a  cafeteria  plan  does  not  cause  an  employee 
to  be  treated  as  having  received  the  avail- 
able cash  or  taxable  benefits  for  income  tax 
purposes  if  certain  conditions  are  met  (sec. 
125).  This  cafeteria  plan  exception  to  the 
constructive  receipt  rules  does  not  apply  to 
any  benefit  provided  under  the  plan  if  the 
plan  discriminates  in  favor  of  highly  com- 
pensated individuals  as  to  eligibility  to  par- 
ticipate or  as  to  contributions  and  benefits. 
In  addition,  under  a  cafeteria  plan,  no  more 
than  25  percent  of  the  aggregate  of  the  stat- 
utory nontaxable  t>enefits  provided  to  all 
employees  under  the  plan  may  be  provided 
to  key  employees. 
'  Eligibility  tests 

For  purposes  of  the  eligibility  tests  appli- 
cable to  the  employee  benefits  described 
above,  the  same  rules  applicable  to  the  clas- 
sification test  for  qualified  plain  coverage 
(sec.  410(b)(1)(B))  apply, 
a.  Overview 

House  Bill 

The  House  bill  establishes  new  nondis- 
criminatory eligibility  and  benefits  rules  for 
statutory  employee  benefit  plans,  welfare 
benefit  funds,  and  cafeteria  plans  (sec.  89). 
Under  the  rules,  a  highly  compensated  em- 
ployee who  is  a  participant  in  any  discrimi- 
natory plan  generally  is  only  taxed  on  the 
value  of  the  discriminatory  portion  of  such 
employee's  employer-provided  l)enefit  under 
the  plan. 

The  House  bill  (1)  establishes  uniform 
definitions  of  employer,  highly  compensated 
employee,  and  excludable  employee,  and  (2) 
permits  satisfaction  of  the  nondiscrimina- 
tion rules  on  a  line  of  business  or  operating 
unit  basis.  Further,  the  House  bill  extends 


reporting  requirements  to  all  statutory  em- 
ployee benefit  plans  and  requires  that 
Treasury  conduct  a  study  of  abuses  in  the 
health  insurance  area. 

Senate  Amendment 

The  Senate  amendment  establishes  new 
nondiscriminatory  benefits  rules  for  acci- 
dent or  health  plans  (insured  or  self -in- 
sured) and  group- term  life  insurance  plans. 
In  addition,  the  Senate  amendment  provides 
that  a  highly  compensated  employee  who  is 
a  participant  in  any  discriminatory  plan  is 
taxed  on  the  value  of  such  employee's  em- 
ployer-provided benefit  under  the  plan. 

The  Senate  amendment  also:  (1)  estab- 
lishes a  new  nondiscrimination  benefits  test 
applicable  (at  the  election  of  the  employer) 
to  other  types  of  statutory  employee  benefit 
plans,  in  lieu  of  certain  present  law  nondis- 
crimination rules:  (2)  establishes  a  concen- 
tration test  applicable  to  both  group-term 
life  insurance  plans  and  accident  or  health 
plans,  and  an  additional  concentration  test 
applicable  only  to  group-term  life  insurance 
plans:  (3)  establishes  uniform  definitions  of 
employer,  highly  compensated  employee, 
and  excludable  employee:  and  (4)  permits 
satisfaction  of  the  nondiscrimination  rules 
on  a  line  of  business  or  operating  unit  basis. 
Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  House  bill  with  regard  to  the 
amount  of  the  inclusion  in  income  in  the 
case  of  a  discriminatory  plan  subject  to  the 
new  nondiscrimination  rules.  The  confer- 
ence agreement  also  (1)  establishes  new  eli- 
gibility and  benefits  nondiscrimination  rules 
applicable  to  group-term  life  insurance 
plans  and  accident  or  health  plans  (insured 
or  self-insured):  (2)  allows  employers  to 
elect  to  apply  these  new  rules  to  certain 
other  types  of  plans:  (3)  establishes  a  special 
benefits  rule  for  dependent  care  assistance 
programs:  (4)  establishes  uniform  defini- 
tions of  employer,  highly  compensated  em- 
ployee, compensation,  and  excludable  em- 
ployee: and  (5)  permits  satisfaction  of  the 
nondiscrimination  rules  for  group-term  life 
insurance  plans  and  accident  or  health 
plans  on  a  line  of  business  or  operating  unit 
basis, 
b.  General  rule  for  inclusion 

House  Bill 
In  general 

Under  the  House  bill,  a  highly  compensat- 
ed employee  who  is  a  participant  in  a  dis- 
criminatory statutory  employee  benefit  plan 
is  required  to  include  in  income  an  amount 
equal  to  the  employee's  employer-provided 
benefit  under  the  plan. 

The  House  bill  also  provides  that  the 
gross  income  of  any  employee,  whether  or 
not  highly  compensated,  includes  such  em- 
ployee's employer-provided  benefit  under  a 
statutory  employee  benefit  plan,  unless  (1) 
the  plan  is  in  writing:  (2)  the  employee's 
rights  under  the  plan  are  legally  enforcea- 
ble: and  (3)  the  employer  established  the 
plan  with  the  intention  of  maintaining  it  in- 
definitely. 
Statutory  employee  benefit  plan 

The  term  "statutory  employee  benefit 
plans"  includes  employer-maintained  group- 
term  life  insurance  plans,  accident  or  health 
benefit  plans  (whether  self -insured  or 
funded  through  an  insurance  company), 
qualified  group  legal  services  plans  (wheth- 
er self-insured  or  funded  through  an  insur- 
ance company),  educational  assistance  pro- 
grams, and  dependent  care  assistance  pro- 
grams. With  respect  to  disability  coverage, 
only  coverage  attributable  to  employer  con- 


tributions (including  elective  contributions) 
that  provides  disability  benefits  that  are  ex- 
cludable from  income  (sec.  105(b)  or  (c))  is 
subject  to  the  nondiscrimination  rules  appli- 
cable generally  to  statutory  employee  bene- 
fit plans. 

Employee's  employer-provided  benefit 

In  the  case  of  an  insurance-type  plan  (i.e., 
an  accident  or  health  plan,  group-term  life 
insurance  plan,  or  group  legal  services  plan) 
the  House  bill  defines  the  employee's  em- 
ployer-provided benefit  as  the  value  of  the 
coverage  provided  during  the  taxable  year 
to  or  on  behalf  of  such  employee,  to  the 
extent  attributable  to  contributions  made 
by  the  employer.  In  the  case  of  any  other 
plan,  an  employee's  employer-provided  ben- 
efit is  defined  as  the  value  of  the  benefits 
provided  to  or  on  behalf  of  such  employee, 
to  the  extent  attributable  to  contributions 
made  by  the  employer.  Of  course,  in  all 
cases,  employer  contributions  include  elec- 
tive contributions  under  a  cafeteria  plan. 

In  the  case  of  a  discriminatory  statutory 
employee  benefit  plan  (other  than  a  group- 
term  life  insurance  plan),  the  coverage  or 
benefit  may  be  considered  to  be  provided 
under  more  than  one  plan  so  that  highly 
compensated  employees  are  only  taxed  on 
the  discriminatory  portion  of  the  l>enefil 
provided  (i.e.,  the  discriminatory  excess). 

Senate  Amendment 
In  general 

The  Senate  amendment  generally  is  the 
same  as  the  House  bill,  except  that  the  defi- 
nitions of  the  terms  "statutory  employee 
benefit  plan"  and  "employer-provided  bene- 
fit" are  modified. 
Statutory  employee  benefit  plan 

The  Senate  definition  of  a  "statutory  em- 
ployee benciit  plan"  is  the  same  as  the 
House  bill  definition  except  that  qualified 
tuition  reduction  programs  (sec.  117(d))  and 
fringe  benefit  programs  providing  no-addi- 
tional-cost services,  qualified  employee  dis- 
counts, or  employer-operated  eating  facili- 
ties (sec.  132)  are  also  included  in  the  defini- 
tion in  the  Senate  amendment. 

Employer-provided  benefit 

The  Senate  amendment  is  the  same  as  the 
House  bill  with  two  modifications.  First,  in 
the  case  of  an  insurance-type  plan  that  does 
not  satisfy  the  writing,  enforceability,  and 
indefinite  duration  requirement  described 
above,  an  employee's  employer-provided 
l)enefit  is  defined  as  the  value  of  the  bene- 
fits provided  to  or  on  behalf  of  such  employ- 
ee, to  the  extent  attributable  to  contribu- 
tions made  by  the  employer  (including  elec- 
tive contributions). 

Second,  for  purposes  of  determining  the 
amount  includible  in  income  of  a  highly 
compensated  employee  for  discriminatory 
benefits,  the  employer-provided  benefit  of 
any  highly  compensated  employee  in  a  dis- 
criminatory plan  is  equal  to  the  employer- 
provided  benefits  to  such  employee  under 
all  statutory  employee  benefit  plans  of  the 
employer  of  the  same  type  (i.e.,  the  benefits 
are  excludable  from  income  under  the  same 
section  of  the  Code). 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  House  bill  with  certain  modifica- 
tions. First,  the  conference  agreement  pro- 
vides that  group  legal  services  plans,  educa- 
tional assistance  programs,  and  dependent 
care  assistance  programs  are  only  statutory 
employee  benefit  plans  with  respect  to  an 
employer  if  the  employer  elects  to  treat 
them  as  such. 
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Second,  with  respect  to  the  method  of  de- 
termining the  amount  includible  in  the 
income  of  a  highly  compensated  employee 
who  participates  in  a  discriminatory  statuto- 
ry employee  benefit  plan,  the  conference 
agreement  applies  the  House  bill  rule  that 
only  the  discriminatory  excess  is  includible 
In  income.  In  the  case  of  group-term  life  in- 
surance plans,  the  conference  agreement 
provides  that  the  value  of  the  discriminato- 
ry excess,  expressed  in  terms  of  insurance 
coverage,  is  the  greater  of  the  cost  of  the 
coverage  under  section  79(c)  or  the  actual 
cost  of  the  coverage. 

The  conference  agreement  also  provides 
rules  regarding  the  definition  of  the  dis- 
criminatory excess,  how  to  allocate  the 
excess  among  highly  compensated  employ- 
ees, timely  reporting,  and  the  year  of  inclu- 
sion. The  discriminatory  excess  is  defined  as 
the  amount  of  employer  contributions  (in- 
cluding elective  contributions)  that  would 
have  to  have  been  made  as  after-tax  em- 
ployee contributions  on  behalf  of  the  highly 
compensated  employees  in  order  for  all  of 
the  nondiscrimination  tests  to  be  satisfied. 
In  applying  this  definition,  the  objective 
nondiscrimination  tests  are,  except  as  pro- 
vided by  the  Secretary,  to  be  applied  in  the 
following  order:  the  "SO-percent  test",  the 
■'90-percent/50-percent  test"  and  then  the 
benefits  test.  Alternatively,  the  definition  of 
the  discriminatory  excess  be  applied  to  the 
alternative  80-percent  test.  The  determina- 
tion of  the  discriminatory  excess  with  re- 
spect to  the  third  eligibility  test  is  to  be 
made  under  rules  prescribed  by  the  Secre- 
tary. See  the  discussion  of  these  tests, 
below. 

Any  discriminatory  excess  determined 
with  respect  to  the  benefits  test  shall  be  al- 
located to  highly  compensated  employees  by 
reducing  the  tax-favored  dollars  of  highly 
compensated  employees  (beginning  with  the 
employees  with  the  greatest  nontaxable 
benefits)  until  the  plan  (or  plans)  being 
tested  would  not  be  discriminatory. 

The  discriminatory  excess  is  includible  in 
the  employee's  income  in  the  employee's 
taxable  year  with  or  within  which  the  plan 
year  ends. 

Except  to  the  extent  provided  by  the  Sec- 
retary, if  an  employer  (including  an  employ- 
er exempt  from  tax)  does  not  report  the  dis- 
criminatory excess  to  the  affected  employ- 
ees and  the  IRS  on  Forms  W-2  by  the  due 
date  (with  any  extension)  for  filing  such 
forms  W-2,  all  benefits  of  the  same  type 
provided  to  such  employees  are  subject  to 
an  employer-level  sanction  without  regard 
to  whether  the  employees  report  some  or  all 
of  the  benefits  as  income.  Under  this  sanc- 
tion, the  employer  is  liable  for  an  excise  tax 
at  the  highest  individual  rate  on  the  total 
value  of  benefits  of  the  same  type.  For 
group-term  life  insurance,  the  value  is  the 
greater  of  the  table  cost  or  actual  cost  of  all 
coverage.  This  tax  is  not  deductible  and  may 
not  be  offset  by  credits  or  deductions  in  any 
manner.  This  tax,  however,  does  not  apply 
if  the  employer  can  demonstrate  that  the 
failure  to  report  was  due  to  resonable  cause, 
such  as  a  reasonable  difference  in  valuation 
of  health  benefits  prior  to  the  issuance  of 
valuation  regulations. 

This  employer-level  sanction  applies  in  a 
similar  manner  to  a  failure  by  the  employer 
to  report  income  includible  by  reason  of  the 
failure  to  meet  the  writing,  enforceability, 
and  indefinite  duration  rule,  as  modified 
below.  However,  in  such  cases,  with  respect 
to  insurance-type  benefits,  this  sanction  ap- 
plies to  the  value  of  benefits,  rather  than 
the  value  of  coverage. 


The  conference  agreement  modifies  the 
writing,  enforceability,  and  indefinite  dura- 
tion rules  by  adding  two  other  requirements 
to  such  rules.  First,  a  plan  must  provide  for 
reasonable  notification  to  employees  of  ben- 
efits available  under  the  plan.  With  respect 
to  dependent  care  assistance,  this  notifica- 
tion is  to  include  a  description  of  the  de- 
pendent care  credit  (sec.  21)  and  the  circum- 
stances under  which  the  credit  is  more  ad- 
vantageous than  the  exclusion.  Second,  a 
plan  is  to  be  maintained  for  the  exclusive 
benefit  of  employees  (or,  where  permissible, 
spouses  and  dependents  of  employees).  Also, 
the  conference  agreement  provides  that  the 
writing,  enforceability,  etc.,  requirements 
will  apply  except  to  the  extent  provided  by 
the  Secretary. 

With  respect  to  the  requirement  that  a 
statutory  employee  benefit  plan  be  legally 
enforceable,  the  conferees  intend  that  a 
plan  will  generally  not  be  considered  legally 
enforceable  if  it  is  discretionary  with  the 
employer.  For  example,  if  a  plan  of  the  em- 
ployer provides  that  medical  expenses  will 
be  reimbursed  at  the  employer's  discretion, 
the  plan  would  not  be  legally  enforceable, 
because  the  employee  would  have  no  right 
to  compel  payment  of  benefits.  A  plan  will 
not  fail  to  satisfy  the  legally  enforceable  re- 
quirement merely  because  the  employer  has 
the  right  to  terminate  the  plan  with  respect 
to  claims  not  yet  incurred.  If,  however,  the 
employer  maintained  the  right  to  terminate 
the  plan  with  respect  to  incurred  claims, 
those  claims  would  not  be  considered  legally 
enforceable,  and  payment  of  the  claims 
would  not  be  excludable.  Of  course,  termi- 
nation in  some  circumstances  could  violate 
the  permanency  requirement. 

The  conference  agreement  also  applies 
the  writing,  enforceability,  etc.,  rules,  in  ad- 
dition to  accident  or  health  plans  and 
group-term  life  insurance  plans,  to  the  fol- 
lowing plans:  qualified  tuition  reduction 
programs,  group  legal  services  plans,  cafete- 
ria plans,  educational  assistance  programs, 
dependent  care  programs,  miscellaneous 
fringe  benefit  programs  subject  to  nondis- 
crimination rules  (sec.  132),  and  benefits 
provided  under  a  welfare  benefit  fund. 

The  conference  agreement  clarifies  that  if 
a  plan  fails  the  writing,  enforceability,  etc., 
rules,  the  employer-provided  benefit  is,  as 
under  the  Senate  amendment,  the  value  of 
the  benefits  provided  rather  than  the  value 
of  the  coverage  under  the  plan.  Thus,  in  the 
case  of  a  health  plan  failing  these  require- 
ments, the  services  provided  and  reimburse- 
ments made  are  includible  in  income.  In  ad- 
dition, such  amount  is  includible  in  an  em- 
ployee's gross  income  in  the  taxable  year  in 
which  such  benefits  are  received. 

The  conference  agreement  modifies  the 
definition  of  insurance-type  plans  to  include 
only  group-term  life  insurance  plans  and  ac- 
cident or  health  plans. 

The  conference  agreement  also  clarifies 
that,  in  the  case  of  self-insurance,  the  em- 
ployer-provided benefit  is  the  value  of  the 
coverage  and  is  not  limited  by  the  actual 
disbursements  made  by  the  employer, 
c.  Nondiscrimination  rules 

House  Bill 
Eligibility  test 

The  House  bill  establishes  a  uniform  non- 
discriminatory eligibility  rule  for  all  statuto- 
ry employee  benefit  plans.  A  plan  satisfies 
the  new  eligibility  rule  if  (1)  at  least  90  per- 
cent of  all  employees  are  eligible  to  partici- 
pate in  the  plan;  and  (2)  the  plan  contains 
no  provisions  relating  to  eligibility  to  par- 
ticipate that  discriminate  in  favor  of  highly 
compensated  employees. 


Benefits  test 

The  House  bill  also  establishes  a  uniform 
nondiscriminatory  benefits  rule  for  all  bene- 
fits provided  under  insurance-type  plans. 

In  the  case  of  an  accident  or  health  plan, 
the  bill  generally  provides  that  the  plan  will 
not  be  treated  as  meeting  the  nondiscrim- 
inatory benefits  test  if  (1)  25  percent  or 
more  of  the  employees  benefiting  under  the 
plan  are  highly  compensated  employees, 
and  (2)  less  than  75  percent  of  the  employ- 
ees eligible  to  participate  in  the  plan  actual- 
ly benefit  under  the  plan. 

The  amount  of  benefits  provided  under  an 
employer-maintained  health  plan  may  be  In- 
tegrated (in  a  marmer  that  does  not  dis- 
criminate in  favor  of  highly  compensated 
employees)  with  benefits  provided  under 
Medicare  or  any  other  Federal,  State,  or  for-  • 
eign  law,  or  under  any  other  health  plan 
covering  the  employee  or  a  member  of  the 
employee's  family. 

In  the  case  of  any  insurance-type  plan 
other  than  an  accident  or  health  plan,  the 
plan  will  t)e  treated  as  not  meeting  the  re- 
quirements of  the  nondiscriminatory  bene- 
fits test  if  less  than  75  percent  of  the  em- 
ployees eligible  to  participate  in  the  plan  ac- 
tually benefit  under  the  plan. 

Under  the  House  bill,  disability  coverage 
attributable  to  employer  contributions  (in- 
cluding elective  contribution.s)  is  subject  lo 
the  nondiscrimination  rules  only  to  the 
extent  that  benefits  provided  under  such 
coverage  are  excludable  f-om  income  (sec. 
105  (b)  or  (o).  Coverage  lor  such  disability 
benefits  is  tested  under  the  same  nondis- 
criminatory benefits  rules  as  those  applica- 
ble to  health  coverage. 

In  the  case  of  any  statutory  employee 
benefit  plan  that  is  not  an  insurance-type 
plan,  the  plan  meets  the  nondiscriminatory 
benefits  requirement  if  ( 1)  all  benefits  avail- 
able under  the  plan  to  any  highly  compen- 
sated employee  are  available  on  the  same 
terms  and  conditions  to  all  other  employees 
eligible  to  participate  in  the  plan;  and  (2) 
the  average  benefit  provided  on  behalf  of 
nonhighly  compensated  employees  equals  or 
exceeds  80  percent  of  the  average  benefit 
provided  to  or  on  behalf  of  highly  compen- 
sated employees. 

Senate  Amendment 

In  general 

Accident  or  health  plans  and  group-term 
life  insurance 

Under  the  Senate  amendment,  an  accident 
or  health  plan  (whether  or  not  insured)  or  a 
group-term  life  insurance  plan  is  considered 
discriminatory  unless  the  plan  satisfies  the 
(1)  percentage  test;  (2)  reasonable  classifica- 
tion test;  (3)  average  benefits  test;  or  (4)  av- 
erage income  exclusion  test.  These  tests 
(other  than  the  average  income  exclusion 
test)  do  not  apply  to  plans  other  than  acci- 
dent or  health  plans  and  group-term  life  in- 
surance plans.  The  Senate  amendment  fol- 
lows the  House  bill  with  respect  to  what 
type  of  disability  coverage  is  subject  to 
these  tests. 

OWier  plans 

A  plan  other  than  an  accident  or  health 
plan  or  a  group-term  life  insurance  plan  is 
generally  considered  discriminatory  unless 
the  plan  meete  the  applicable  present  law 
nondiscrimination  rules  or  the  new  average 
income  exclusion  test. 

Percentage  test 

Under  the  Senate  amendment,  a  plan  sat- 
isfies the  percentage  test  If  It  benefits  80 
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percent  or  more  of  all  employees  of  the  em- 
ployer. 
Reasonable  claxsificalxon  test 

The  Senate  amendment  provides  that  a 
plan  meets  the  reasonable  classification  test 
if  it  benefits  a  reasonable  classification  of 
employees  that  the  Secretary  finds  does  not 
allow  more  than  a  reasonable  difference  (in 
favor  of  highly  compensated  employees)  be- 
tween the  coverage  percentage  of  highly 
compensated  employees  and  the  coverage 
percentage  of  other  employees. 
Average  benefit  test 

Under  the  Senate  amendment,  an  accident 
or  health  plan  or  group-term  life  insurance 
plan  that  does  not  meet  the  reasonable  clas- 
sification test  will  be  treated  as  meeting 
that  test  if  (1)  the  plan  meets  the  require- 
ments of  section  410(b)(1)(B)  as  in  effect  im- 
mediately before  the  date  of  enactment  of 
the  Tax  Reform  Act  of  1986:  (2)  the  average 
benefit  provided  to  employees  not  covered 
by  an  alternative  plan  is  at  least  60  percent 
of  the  average  benefit  provided  to  employ- 
ees covered  by  an  alternative  plan  (or 
plans):  and  (3)  in  the  case  of  an  accident  or 
health  plan,  at  least  80  percent  of  the  em- 
ployer's nonhighly  compensated  employees 
are  eligible  to  participate  in  one  or  more 
plans  of  the  same  type  and  the  benefits 
available  to  each  such  employee  are  equal  to 
at  least  40  percent  of  the  average  benefits 
provided  to  employees  covered  by  an  alter- 
native plan. 

The  term  "alternative  plain"  is  defined  as 
any  plan  that  meets  the  requirements  of 
section  410(b)(1)(B)  as  in  effect  immediately 
before  the  date  of  enactment  of  the  Tax 
Reform  Act  of  1986.  but  does  not  meet  the 
requirements  of  the  reasonable  classifica- 
tion test  without  regard  to  the  average  ben- 
efit test. 
Average  income  exclusion  test 

In  general 

An  accident  or  health  plan  or  a  group- 
term  life  insurance  plan  that  does  not  satis- 
fy the  reasonable  classification  test  will  be 
treated  as  satisfying  the  test  if  the  plan  sat- 
isfies the  average  income  exclusion  test.  In 
addition,  in  the  case  of  a  statutory  employee 
benefit  plan  other  than  an  accident  or 
health  plan  or  a  group-term  life  insurance 
plan,  and  in  the  case  of  a  cafeteria  plan,  a 
plan  that  satisfies  the  average  income  exclu- 
sion requirements  test  will  generally  be 
deemed  to  satisfy  the  present  law  nondis- 
crimination rules  (other  than  concentration 
tests)  applicable  to  such  plan. 

A  plan  meets  the  requirements  of  the  av- 
erage income  exclusion  test  if  the  average 
exclusion  amount  for  nonhighly  compensat- 
ed employees  is  at  least  80  percent  of  the  av- 
erage exclusion  amount  for  highly  compen- 
sated employees. 

Under  the  Senate  amendment,  the  term 
"average  exclusion  amount"  with  respect  to 
highly  compensated  employees  is  an 
amount  equal  to  the  aggregate  excludable 
amount  provided  under  all  plans  of  the 
same  type  to  highly  compensated  employees 
divided  by  the  total  number  of  highly  com- 
pensated employees  of  the  employer.  The 
average  exclusion  amount  with  respect  to 
nonhighly  compensated  employees  is  deter- 
mined in  the  same  manner. 

Special  rules  for  accident  or  health  plans 

Under  the  Senate  sunendment,  for  pur- 
poses of  applying  the  average  income  exclu- 
sion test  to  accident  or  health  plans  (except 
in  the  case  of  a  cafeteria  plan  that  offers  a 
health  plan  option,  as  well  as  other  types  of 
benefits),  an  employer  may  elect  to  disre- 


gard any  employee  if  the  employee  and  the 
employee's  spouse  and  dependents  (if  any) 
are  covered  by  an  accident  or  health  plan 
maintained  by  another  employer. 

In  addition,  if  an  employer  maintains  an 
accident  or  health  plan  that  provides  family 
coverage,  the  employer  may  elect  to  test 
separately  the  coverage  for  employees  and 
the  coverage  for  spouses  or  dependents  as  if 
the  two  types  of  coverage  constituted  two 
different  types  of  plans.  For  purposes  of 
testing  the  coverage  for  spouses  or  depend- 
ents, an  employer  may  take  into  account 
only  employees  with  spouses  or  dependents 
who  are  not  covered  by  an  accident  or 
health  plan  maintained  by  the  employers  of 
the  spouses  and  dependents. 

An  employer  who  elects  either  of  these 
options  must  obtain  and  maintain,  in  such 
manner  as  the  Secretary  of  the  Treasury 
prescribes,  adequate  sworn  statements  to 
demonstrate  whether  individuals  have 
spouses,  dependents,  or  other  accident  or 
health  coverage. 

The  Senate  amendment  follows  the  House 
bill  with  respect  to  coordination  with  acci- 
dent or  health  benefits  provided  under  a 
law  or  other  plans. 

Special  rule  for  group-term  life  insurance 

For  purposes  of  determining  whether  the 
average  income  exclusion  test  is  satisfied  for 
a  group-term  life  insurance  plan,  or  a  cafe- 
teria plan  offering  such  a  benefit,  the 
amount  attributable  to  the  group-term  life 
insurance  benefit  that  is  excludable  from 
income  under  the  plam  is  to  be  determined 
under  section  79  for  an  individual  who  is  age 
30.  In  addition,  group-term  life  insurance 
coverage  in  excess  of  $50,000  may  be  disre- 
garded. These  special  rules  do  not  apply  for 
income  inclusion  purposes  if  the  plan  being 
tested  is  determined  to  be  discriminatory. 
Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  House  bill  with  respect  to  the  eligi- 
bility test  and  generally  follows  the  Senate 
amendment  with  respect  to  the  benefits 
test,  but  modifies  both  tests.  In  addition, 
the  conference  agreement  adds  an  alterna- 
tive test  that  may  be  applied  in  lieu  of  the 
eligibility  and  benefits  tests. 
Scope  of  rules 

With  respect  to  the  scope  of  the  new  non- 
discrimination rules,  the  conference  agree- 
ment generally  follows  the  Senate  bill.  The 
new  eligibility  and  benefits  tests  apply  only 
to  statutory  employee  benefit  plans.  As 
noted  above,  this  term  generally  includes 
only  accident  or  health  plans  and  group- 
term  life  insurance  plans. 

As  under  both  bills,  no  nondiscrimination 
rules  apply  to  disability  coverage  to  the 
extent  that  the  proceeds  payable  under 
such  coverage  would  be  includible  in  the 
income  of  the  employee. 

All  other  accident  or  health  plans  are  sub- 
ject to  these  nondiscrimination  rules,  in- 
cluding, for  example,  plans  providing  ancil- 
lary benefits  such  as  dental  or  vision  plans 
and  physical  examination  plans.  With  re- 
spect to  accident  or  health  plans,  it  is  the 
value  of  the  coverage  provided,  not  the  con- 
tributions, that  is  subject  to  the  nondiscrim- 
ination rules.  (Correspondingly,  the  confer- 
ence agreement  modifies  the  exclusion  sec- 
tion to  apply  to  the  value  of  the  coverage, 
rather  than  the  contributions  under  the 
plan. ) 

With  respect  to  dependent  care  assistance 
programs,  the  present-law  eligibility  stand- 
ards continue  to  apply,  but  the  conference 
agreement  adds  a  special  benefits  test.  The 
present-law  nondiscrimination  rules  apply 


to  qualified  tuition  reduction  programs, 
group  legal  services  plans,  educational  as- 
sistance programs,  and  employee  benefit 
programs  providing  no-additional-cost  serv- 
ices, qualified  employee  discounts,  or  em- 
ployer-operated eating  facilities  (sec.  132). 

The  reason  that  the  new  nondiscrimina- 
tion rules  applicable  to  accident  or  health 
plans  and  group-term  life  Insurance  plans 
are  not  applicable  to  group  legal  services 
plans  and  educational  assistance  programs 
is  that  the  latter  types  of  plans  are  general- 
ly scheduled  to  expire  prior  to  the  effective 
date  of  the  new  nondiscrimination  rules. 
The  conferees  anticipate,  however,  that  if 
the  group  legal  services  plans  and  educa- 
tional assistance  programs  are  extended  to 
periods  after  the  effective  date  of  the  new 
nondiscrimination  rules,  such  nondiscrim- 
ination rules  shall  be  applied. 

The  conference  agreement  permits  em- 
ployers to  elect  to  treat  group  legal  services 
plans,  educational  assistance  programs, 
and/or  dependent  care  assistance  programs 
as  statutory  employee  benefit  plans,  and  to 
apply  the  new  eligibility  and  benefits  tests 
to  them  in  lieu  of  the  present-law  nondis- 
crimination tests  (though  not  in  lieu  of  the 
applicable  concentration  tests  (sees. 
120(c)(3),  127(b)(3),  and  129(d)(4)).  Such  an 
election  will  enable  an  employer  to  use 
these  types  of  plans  for  purposes  of  satisfy- 
ing the  benefits.  (See  the  description  in 
"Benefits  test"  below.) 

Although  the  new  nondiscrimination  rules 
do  not  mandatorily  apply  to  plans  other 
than  accident  or  health  plans  and  group- 
term  life  insurance  plans,  the  following  defi- 
nitions are  also  applied  to  qualified  tuition 
reduction  programs,  group  legal  services 
plans,  cafeteria  plans,  educational  assist- 
ance programs,  dependent  care  assistance 
programs,  miscellaneous  tringe  benefits 
(sec.  132),  and  welfare  benefit  funds:  (1) 
highly  compensated  employees:  (2)  compen- 
sation (including  the  limitation  on  the 
amount  that  can  be  taken  into  account) 
with  respect  to  those  plans  for  which  com- 
pensation is  relevant:  (3)  excludable  employ- 
ees: and  (4)  employer  (including  application 
of  the  employee  leasing  rules).  These  new 
definitions  are  discussed  more  fully  below. 

Eligibility  tests 

Under  the  conference  agreement,  a  statu- 
tory employee  benefit  plan  must  satisfy  an 
eligibility  test  consisting  of  3  requirements. 
The  first  requirement  is  that  nonhighly 
compensated  employees  must  constitute  at 
least  50  percent  of  the  group  of  employees 
eligible  to  participate  in  the  plan.  This  re- 
quirement will  be  deemed  satisfied  if  the 
percentage  of  highly  compensated  employ- 
ees who  are  eligible  to  participate  is  not 
greater  than  the  percentage  of  nonhighly 
compensated  employees  who  are  eligible. 

For  example,  assume  that  an  employer 
has  20  employees,  15  of  whom  are  highly 
compensated  employees.  Because  more  than 
50  percent  of  its  workforce  is  highly  com- 
pensated, that  employer  could  make  all  em- 
ployees eligible  but  still  not  satisfy  the  "50- 
percent  test."  However,  if  all  employees  are 
eligible,  the  employer  would  be  deemed  to 
satisfy  the  50-percent  test  because  the  per- 
centage of  highly  compensated  employees 
and  nonhighly  compensated  employees  who 
are  eligible  is  the  same  (i.e.,  100  percent). 

For  purposes  of  satisfying  the  50-percent 
test,  comparable  plans  (as  defined  below) 
may  be  aggregated. 

Under  the  second  eligibility  requirement, 
a  plan  is  discriminatory  unless  at  least  90 
percent  of  the  employer's  nonhighly  com- 
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pensated  employees  are  eligible  for  a  benefit 
that  is  at  least  50  percent  as  valuable  as  the 
benefit  available  to  the  highly  compensated 
employee  to  whom  the  most  valuable  bene- 
fits are  made  available.  For  purposes  of  this 
test,  all  plans  of  the  same  type  (i.e.,  all  ben- 
efits excludable  under  the  same  Code  sec- 
tion) are  aggregated.  Thus,  if  an  employee  Is 
eligible  to  participate  in  two  or  more  plans 
of  the  same  type,  the  employee  is  consid- 
ered eligible  for  a  benefit  with  a  value  equal 
to  the  sum  of  the  values  in  the  plans  for 
which  the  employee  is  eligible.  Also,  in  de- 
termining the  highly  compensated  employ- 
ee with  the  most  valuable  benefits,  benefits 
under  all  plans  of  the  same  type  are  aggre- 
gated in  the  same  manner. 

For  purposes  of  this  90-percent/50-per- 
cent  test,  available  salary  reduction  is  not 
taken  into  account.  (See  "Cafeteria  plan" 
below  for  rules  applicable  to  salary  reduc- 
tion.) In  addition,  to  the  extent  that  bene- 
fits other  than  salary  reduction  amounts 
are  available  on  the  condition  that  an  em- 
ployee make  a  salary  reduction  election  (or 
an  after-tax  contribution),  the  contingent 
benefits  may  l>e  allocated  among  different 
types  of  plans  in  any  reasonable  manner 
permitted  by  the  Secretary  and  determined 
by  the  employer. 

Also,  for  purposes  of  the  90-percent/50- 
percent  test,  the  conference  agreement  pro- 
vides that  coverage  of  an  employee  under 
accident  or  health  plans  may  be  tested  sepa- 
rately from  coverage  of  an  employee's 
spouse  and/or  dependents  under  accident  or 
health  plans.  Coverage  of  an  employee's 
spouse  and/or  dependents  is  tested  together 
regardless  of  whether  the  employer  creates 
separate  plans  for  employees  with  one 
spouse  or  dependent  as  opposed  to  employ- 
ees with  two  or  more. 

The  third  eligibility  requirement  provides 
that  a  plan  may  not  contain  any  provision 
relating  to  eligibility  to  participate  that  by 
its  terms  or  otherwise  discriminates  in  favor 
of  highly  compensated  employees.  This 
third  test  is  not  intended  to  disqualify  ar- 
rangements where  the  discrimination  is 
quantifiable.  For  example,  if  an  employer 
maintains  one  health  plan  for  its  salaried 
employees  and  one  health  plan  for  its 
hourly  employees,  the  fact  that  the  hourly 
plan  is  less  valuable  will  not  cause  the  sala- 
ried plan  to  fail  the  third  eligibility  require- 
ment. On  the  other  hand,  if  a  plan  is  de- 
signed to  suit  the  highly  individualized 
needs  of  the  highly  compensated  employees, 
it  may  be  discriminatory  even  if  it  applies  to 
all  employees. 

For  example,  if  an  employer  provides  un- 
usual coverage  for  a  rare  condition  to  which 
only  the  owner  or  the  employer  is  subject, 
such  coverage  may  fail  v,he  third  eligibility 
requirement,  even  if  theoretically  provided 
to  all  employees  of  the  employer. 
Benefits  test 

In  general 

Under  the  conference  agreement,  a  plan 
does  not  satisfy  the  benefits  test  unless  the 
average  employer-provided  benefit  received 
by  nonhighly  compensated  employees  under 
all  plans  of  the  employer  of  the  same  type  is 
at  least  75  percent  of  the  average  employer- 
provided  benefit  received  by  highly  compen- 
sated employees  under  all  plans  of  the  em- 
ployer of  the  same  type  (i.e.,  plans  providing 
benefits  excludable  under  the  same  Code 
section). 

For  purposes  of  this  test,  the  term,  "aver- 
age employer-provided  benefit"  means  with 
respect  to  highly  compensated  employees  an 
amount  equal  to  the  aggregate  employer- 
provided  benefits  received  by  highly  com- 


pensated employees  under  all  plans  of  the 
type  being  tested  divided  by  the  number  of 
highly  compensated  employees  (whether  or 
not  covered  by  any  such  plans).  The  term  is 
defined  in  the  same  manner  with  respect  to 
nonhighly  compensated  employees. 

Aggregation  of  plans 

In  applying  the  benefits  test  to  a  plan 
other  than  an  accident  or  health  plan,  the 
conference  agreement  provides  that  the  em- 
ployer may  aggregate  different  types  of 
statutory  employee  benefit  plans.  Thus,  for 
example,  an  employer  may  aggregate  bene- 
fits provided  under  all  group-term  life  insur- 
ance plans  and  all  group  legal  services  plans 
(if  the  employer  elects  to  treat  such  plans  as 
statutory  employee  benefit  plans)  in  order 
to  satisfy  the  benefits  tests  with  respect  to 
all  such  plans.  In  addition,  an  employer  may 
aggregate  all  accident  and  health  plans  with 
plans  providing  benefits  excludable  under 
one  or  more  other  Code  sections  for  pur- 
poses of  satisfying  the  benefits  test  with  re- 
spect to  plans  other  than  accident  and 
hesdth  plans. 

In  no  case,  however,  may  an  employer  ag- 
gregate with  other  plans  some  but  not  all  of 
the  plans  providing  benefits  excludable 
under  a  Code  section.  Thus,  an  employer 
may  not,  for  example,  aggregate  some  but 
not  all  of  its  group-term  life  insurance  plans 
with  all  of  its  group  legal  services  plans. 

When  plans  excludable  under  different 
Code  sections  are  aggregated  for  purposes 
of  the  benefits  test,  the  definition  of  exclud- 
able employees  (for  purposes  of  determining 
the  average  employer-provided  benefit) 
shall  be  made  as  if  the  plans  were  excluda- 
ble under  the  same  Code  section.  This 
means  that  the  lowest  age  and  service  re- 
quirements from  any  plans  shall  apply  (see 
"Excludable  employees"  below),  and  if 
members  of  a  collective  bargaining  unit  are 
not  excluded  for  one  aggregated  plan,  they 
are  not  excluded  for  the  group  of  plans. 
Thus,  in  determining  the  average  employer- 
provided  benefit,  the  denominator  shall  be 
all  nonexcludable  employees,  determined 
under  the  employer's  most  expansive  defini- 
tions of  such  term. 
Alternative  to  eligibility  and  benefits  tests 

The  conferees  also  provide  an  alternative 
single  test  which  may  be  applied  in  lieu  of 
the  eligibility  and  benefits  tests.  If  a  plan 
benefits  at  least  80  percent  of  an  employer's 
nonhighly  compensated  employees,  such 
plan  is  considered  to  satisfy  both  the  eligi- 
bility and  benefits  tests.  For  this  purpose, 
comparable  plans  may  be  aggregated.  This 
alternative  test  will  not  apply  if  the  plan  (or 
plans)  contain  any  provision  that  by  its 
terms  or  otherwise  discriminates  in  favor  of 
highly  compensated  employees. 

This  test  applies  only  to  insurance-type 
plans  which,  under  the  conference  agree- 
ment, are  defined  as  accident  or  health 
plans  and  group-term  life  insurance  plans. 
Of  course,  for  purposes  of  this  test,  an  indi- 
vidual will  only  be  considered  to  benefit 
under  a  plan  if  such  individual  receives  cov- 
erage under  the  plan;  eligibility  to  receive 
coverage  is  not  considered  benefiting  under 
the  plan. 
Special  rules  for  accident  or  health  plans 

The  conference  agreement  adopts  the  spe- 
cial rules  in  tne  Senate  amendment  relating 
to  accident  or  health  plans  with  certain 
modifications.  For  purposes  of  applying  the 
benefits  test  to  accident  or  health  plans,  an 
employer  may  elect  to  disregard  any  em- 
ployee if  the  employee  and  the  employee's 
spouse  and  dependents  (if  any)  are  covered 
by  a  health  plan  that  provides  core  benefits 


and  that  is  maintained  by  another  employer 
of  the  employee,  spouse,  or  dependents. 
Also,  in  testing  employee  coverage  only 
under  the  benefits  test  (see  discussion  in 
this  section),  an  employee  may  be  disregard- 
ed if  such  employee  is  covered  by  a  health 
plan  that  provides  core  benefits  and  that  is 
maintained  by  another  employer  of  the  em- 
ployee, spouse,  or  dependents.  An  employee 
may  not,  however,  be  disregarded  in  apply- 
ing the  benefits  test  to  any  other  type  of 
plan,  even  if  accident  and  health  plans  are 
aggregated  with  such  other  type  of  plan  for 
purposes  of  applying  the  benefits  test  to 
such  other  type  of  plan. 

For  purposes  of  these  rules,  the  term 
"core  benefits"  generally  has  the  same 
meaning  as  for  purposes  of  determining  the 
excludable  employees  (See  "Excludable  em- 
ployees,"  below)  except  to  the  extent  pro- 
vided by  rules  prescribed  by  the  Secretary. 
For  example,  the  Secretary  is  to  except 
from  the  definition  of  core  benefits  for  this 
purpose,  any  benefits  attributable  to  a 
salary  reduction  medical  reimbursement 
plan  or  a  low-level  nonelective  medical  reim- 
bursement plan.  In  addition,  in  no  event 
may  disability  coverage  be  considered  a  core 
benefit. 

In  addition,  if  an  employer  maintains  an 
accident  or  health  plan  that  provides  family 
coverage  to  those  employees  with  spouses  or 
dependents,  the  employer  may  elect  to  test 
separately,  for  purposes  of  the  benefits  test, 
the  alternative  80-percent  test,  and  the  50- 
percent  component  of  the  90-percent/50- 
percent  test,  the  coverage  for  employees 
and  the  coverage  for  spouses  or  dependents 
as  if  the  two  tyi>es  of  coverage  constituted 
two  different  types  of  plans  (i.e.,  as  if  ex- 
cludable under  different  Code  sections). 
However,  in  applying  the  benefits  test  to 
plans  other  than  accident  or  health  plans 
an  employer  may  not  aggregate  with  such 
other  plans  only  employee  coverage  or  only 
family  coverage. 

Included  in  the  definition  of  coverage  for 
spouses  or  dependents  are  all  plans  covering 
one  or  more  family  members  of  an  employ- 
ee, regardless  of  whether  certain  of  such 
plans  may  be  limited  to  one  family  member 
while  other  plans  cover  two  or  more  family 
members. 

For  purposes  of  testing  the  coverage  for 
spouses  or  dependents  separately  under  the 
alternative  80-percent  test  and  the  50-per- 
cent component  of  the  90-percent/50-per- 
cent  test,  the  conference  agreement  permits 
an  employer  to  take  into  account  only  em- 
ployees with  spouses  or  dependents.  For 
purposes  of  the  benefits  test,  an  employer 
testing  coverage  of  spouses  and  dependents 
separately  may  take  into  account  only  em- 
ployees with  spouses  or  dependents  who  are 
not  covered  by  a  health  plan  that  provides 
core  benefits  and  that  is  maintained  by  an- 
other employer  of  the  employee,  spouse  or 
dependents.  If  the  employee's  spouse  or  any 
dependent  is  not  covered  under  another 
plan,  the  employee  is  taken  into  account, 
even  if  certain  of  the  family  members  are  so 
covered.  This  rule  does  not  apply  to  the  ben- 
efits test  if  all  accident  and  health  plans  are 
aggregated  with  plans  of  a  different  type 
for  purposes  of  applying  the  benefits  test  to 
such  other  plans. 

If  an  employee  or  a  family  is  disregarded 
for  purposes  of  the  benefits  test,  any  cover- 
age actually  provided  to  the  employee  or 
family  is  disregarded  in  determining  the  av- 
erage employer-provided  benefit,  as  is  the 
existence  of  that  employee  or  family. 

An  exception  to  this  rule  provides  that  in 
no  case  may  a  highly  compensated  employ- 
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ee  be  disregarded  if  the  coverage  provided 
with  respect  to  the  highly  compensated  em- 
ployee has  a  value  in  excess  of  133V<i  percent 
of  the  average  employer-provided  benefit 
with  respect  to  nonhighly  compensated  em- 
ployees. If  family  coverage  is  tested  sepa- 
rately, the  family  of  a  highly  compensated 
employee  may  not  be  disregarded  if  the  cov- 
erage provided  to  such  family  has  a  value  in 
excess  of  133M!  percent  of  the  average  em- 
ployer-provided benefit  with  respect  to  fam- 
ilies of  nonhighly  compensated  employees. 
■  The  rules  described  above  allowing  certain 
employees  to  be  disregarded  apply  only  to 
the  tests  specifically  noted.  Thus,  for  exam- 
ple, the  fact  that  an  employee  has  other 
core  health  coverage  does  not  mean  such 
employee  may  be  disregarded  for  purposes 
of  the  eligibility  tests  or  the  alternative  80- 
percent  test. 

The  Secretary  shall  prescribe  rules,  con- 
sistent with  the  rules  described  above,  for 
the  treatment  of  an  employee  who  has  a 
spouse  or  dependent  who  is  also  an  emplcv- 
ee  of  the  same  employer. 

An  employer  who  elects  the  optional  rules 
described  above  must  obtain  and  maintain. 
in  such  manner  as  the  Secretary  prescribes, 
adequate  sworn  statements  to  demonstrate 
whether  individuals  have  spouses,  depend- 
ents, or  other  accident  or  health  coverage. 
Alternatively,  the  employer  may  sample  a 
statistically  valid  sample  of  employees  and 
secure  sworn  statements  from  the  sample 
group.  The  conferees  intend  that  an  em- 
ployer who  elects  the  application  of  these 
optional  rules  may  not  treat  a  nonhighly 
compensated  employee  as  having  other  cov- 
erage (of  the  employee  or  the  employee's 
family),  as  not  having  a  family,  or  both 
unless  the  employer  has  a  statement  to  that 
effect  that  includes,  with  respect  to  other 
coverage,  the  name  of  the  insurer  and  the 
employer  providing  the  coverage.  In  the 
case  of  a  highly  compensated  employee,  the 
conferees  Intend  that  the  opposite  presump- 
tions are  to  apply.  Thus,  a  highly  compen- 
sated employee  may  not  be  treated  as  not 
having  other  coverage  (of  the  employee  or 
the  employee's  family),  as  having  a  family. 
or  both,  unless  the  employer  has  a  sworn 
statement  to  that  effect. 

The  statements  required  for  purposes  of 
these  special  rules  are  to  be  collected  annu- 
ally on  forms  provided  by  the  Internal  Rev- 
enue Service  that  indicate  whether  other 
coverage  was  provided  (or  is  expected  to  be 
provided)  for  the  entire  plan  year  and 
whether  the  employee  has  a  family.  The 
statements  need  not  be  notarized. 

The  conferees  also  intend  that  employers 
l)e  permitted  to  secure  sworn  statements 
from  a  statistically  valid  sample  of  employ- 
ees and  to  use  the  results  of  the  sample  to 
project  the  facts  regarding  health  plan  cov- 
erage of  the  entire  workforce.  Such  a  sam- 
pling must  be  performed  by  an  independent 
third  party  in  accordance  with  rules  pre- 
scribed by  the  Secretary.  If  this  sampling 
rule  is  used,  the  same  rules  apply,  including 
the  presumptions  and  the  annual  collection 
on  IRS  forms.  In  addition,  the  report  by  the 
third  party  to  be  attached  to  the  employer's 
return  shall  include  such  facts  regarding 
the  sampling  as  are  required  by  the  Secre- 
tary. 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  with 
respect  to  coordination  with  accident  or 
health  benefits  provided  under  any  law  or 
other  plan,  except  that  these  coordination 
rules  only  apply  if  the  coordination  is  other- 
wise permissible  under  law. 


Plan  safe  harbor 

The  conferees  intend  that  the  benefits 
test  may  t>e  adapted  in  rules  prescribed  by 
the  Secretary  to  permit  particular  plans  to 
pass  the  benefits  test  without  the  need  for 
valuing  all  benefits  excludable  under  the 
same  Code  section.  Because  the  definition 
of  a  plan  generally  requires  that  all  features 
be  identical  (see  the  discussion  below),  any 
plan  would,  standing  alone,  pass  the  bene- 
fits test  if.  based  on  the  entire  year,  the  per- 
centage of  nonhighly  compensated  employ- 
ees benefited  is  not  less  than  75  percent  of 
the  percentage  of  highly  compensated  em- 
ployees benefited.  An  example  illustrates 
how  this  special  rule  reduces  the  need  to 
value  every  plan  of  the  employer.  Assume 
an  employer  has  10  health  plans.  Nine  of 
those  plans  would,  standing  alone,  pass  the 
benefits  test  in  the  manner  described  above; 
the  tenth  would  not.  An  employer  could  ag- 
gregate with  the  tenth  plan  only  so  many  of 
the  other  nine  plans  as  would  be  necessary 
to  enable  that  group  of  plans  to  satisfy  the 
benefito  test.  Thus,  only  that  group  of  plans 
would  have  to  be  valued. 
Special  group-term  life  insurance  rule 

Under  the  conference  agreement,  in  ap- 
plying the  benefits  test  and  the  50-percent 
component  of  the  90-percent/50-percent 
test  to  a  group-term  life  insurance  plan,  the 
benefit  provided  under  the  plan  is  deter- 
mined in  the  same  manner  as  such  amount 
is  determined  under  section  79(c)  for  an  in- 
dividual who  is  age  40.  Except  in  the  case 
where  group-term  life  insurance  plans  are 
aggregated  with  plans  of  a  different  type, 
this  amount  may  be  adjusted  depending  on 
the  compensation  of  the  employee.  The  ad- 
justment shall  be  made  by  multiplying  the 
amount  by  a  fraction  the  numerator  of 
which  is  a  uniform  amount  for  all  plans  and 
the  denominator  of  which  is  the  employee's 
compensation. 

An  employer  may  avoid  valuing  group- 
term  life  insurance  in  the  above  manner  by 
using  the  plan  safe  harbor  described  above. 
For  example,  if  an  employer  provides  group- 
term  life  insurance  of  one  times  compensa- 
tion to  a  group  that  satisfies  the  plan  safe 
harbor  rule,  such  plan  passes  the  l)enefits 
test  without  regard  to  the  valuation  rules 
described  above.  If  the  employer  aggregates 
that  plan  with  another  plan  of  the  same  or 
different  type,  the  valuation  rules  described 
above  are  to  be  used. 

For  purposes  of  the  above  rules,  the  uni- 
form definition  of  compensation  (including 
the  limitation  on  the  amount  that  may  be 
taken  into  account)  applicable  to  qualified 
retirement  plans  (see  Part  B.I..  above)  and 
welfare  benefit  funds  (see  below)  applies. 

In  contrast  to  the  Senate  amendments  the 
conference  agreement  provides  that  cover- 
age in  excess  of  $50,000  may  not  be  disre- 
garded. In  other  words,  coverage  in  excess 
of  $50,000  is  treated  as  provided  through 
tax-favored  dollars. 

In  determining  the  value  of  the  discrimi- 
natory excess  (or  the  value  of  any  inclusion 
amount),  the  special  valuation  rules  de- 
scribed above  do  not  apply.  See  the  rules  de- 
scribed above  for  valuing  the  discriminatory 
excess. 
Special  dependent  care  assistance  test 

A  special  benefits  test  applies  to  depend- 
ent care  assistance  programs  that  are  not 
statutory  employee  benefit  programs.  Under 
this  special  rule,  the  benefit  test  applicable 
to  statutory  employee  benefit  plans  applies, 
with  two  modifications. 

First,  the  average  employer-provided  ben- 
efit received  by  nonhighly  compensated  em- 


ployees is  required  to  be  at  least  55  percent 
(as  opposed  to  75  percent)  of  the  average 
employer-provided  benefit  received  by 
highly  compensated  employees. 

Second,  for  purposes  of  applying  the  aver- 
age benefits  test  to  salary  reduction 
amounts,  employees  with  compensation 
(sec.  414(q)(7))  t>elow  $25,000  are  disregard- 
ed. If  an  employer-provided  dependent  care 
assistance  both  through  salary  reduction 
and  otherwise,  the  treatment  of  the  employ- 
ees with  compensation  below  $25,000  is  to  be 
determined  under  rules  prescribed  by  the 
Secretary. 

Part-time  employee  rule 

In  applying  the  benefits  test  to  accident 
or  health  plans,  the  conference  agreement 
provides  that  an  employer  may  elect  to 
adjust  the  benefits  provided  to  certain  em- 
ployees. With  respect  to  an  employee  who 
normally  works  less  than  22  Vz  hours  per 
week,  an  employer  may  deem  benefits  pro- 
vided to  have  a  value  equal  to  up  to  double 
the  actual  value  of  coverage  provided.  With 
respect  to  an  employee  who  normally  works 
less  than  30  hours,  an  employer  may  deem 
benefits  provided  to  have  a  value  equal  to 
up  to  1  '/b  times  the  actual  value. 

If  this  part-time  employee  rule  is  used,  it 
is  to  be  used  on  a  uniform,  nondiscrimina- 
tory basis  for  all  employees.  In  applying  the 
50-percent  component  of  the  90-percent/50- 
percent  test  to  accident  or  health  plans,  the 
above  rule  applies  with  respect  to  the 
amount  of  benefits  available.  However,  this 
special  part-time  employee  rule  does  not 
apply  for  any  purpose  in  a  plan  year  unless 
during  such  year  more  than  50  percent  of 
the  nonexcludable  employees  (determined 
without  regard  to  plan  provisions)  normally 
work  more  than  30  hours  per  week.  In  addi- 
tion, the  multiplication  of  the  benefit  under 
this  rule  does  not  apply  to  elective  contribu- 
tions. 

State-mandated  benefits 

The  conferees  authorize  the  Secretary,  in 
applying  the  nondiscrimination  rules  de- 
scribed above  to  accident  or  health  plans,  to 
disregard  State-mandated  benefits  under 
certain  circumstances.  For  example,  in  com- 
paring the  benefits  of  employees  in  one 
State  to  the  benefits  of  employees  in  an- 
other State,  the  Secretary  may  disregard 
benefits  that  are  mandated  in  one  of  the 
States  but  are  not  mandated  in  the  other. 

It  is  intended,  however,  that  the  benefits 
that  may  be  disregarded  are  ancillary  bene- 
fits, rather  than  core  benefits.  For  example, 
if  a  State  mandates  an  HMO  option,  the 
conferees  do  not  intend  that  the  value  of 
coverage  under  an  HMO  may  be  disregard- 
ed. 

d.  Highly  compensated  employees 
House  Bill 

Under  the  House  bill,  a  uniform  definition 
of  highly  compensated  employees  is  provid- 
ed for  purposes  of  the  new  nondiscrimina- 
tion rules  applicable  to  statutory  employee 
benefit  plans,  and  for  purposes  of  the  spe- 
cial nondiscrimination  test  for  qualified 
cash  or  deferred  arrangements.  (See  the  de- 
scription in  Part  B.7.,  above.)  An  employee 
is  treated  as  highly  compensated  with  re- 
spect to  a  year  if,  at  any  time  during  the 
year  or  any  of  the  two  preceding  years,  the 
employee  (1)  is  a  five-percent  owner  of  the 
employer  (as  defined  in  sec.  416(i)):  (2) 
earns  over  $50,000  in  annual  compensation 
from  the  employer;  or  (3)  is  a  member  of 
the  top-paid  group  of  the  employer. 

The  top-paid  group  includes  all  employees 
who  (1)  are  in  the  top  10  percent  of  all  em- 
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ployees on  the  basis  of  compensation,  and 
(2)  earn  more  than  $20,000  a  year.  However, 
an  employee  is  not  included  in  the  top-paid 
group  if  the  employee  earns  less  than 
$35,000  and  is  not  in  the  top  5  percent  of  all 
employees  on  the  basis  of  compensation. 

In  addition,  under  all  statutory  employee 
benefit  plans,  a  former  employee  is  to  be 
treated  as  a  highly  compensated  employee  if 
such  employee  was  highly  compensated  at 
the  time  of  separation  from  service  or  at 
any  time  after  attaining  age  55. 

Senate  Amendment 

Under  the  Senate  amendment,  a  uniform 
definition  of  highly  compensated  employees 
is  provided  and  is  similar  to  the  definition  in 
the  House  bill.  This  definition  applies,  how- 
ever, for  purposes  of  the  nondiscrimination 
rules  for  all  statutory  employee  benefit 
plans,  cafeteria  plans,  welfare  benefit  funds, 
qualified  plans,  and  qualified  cash  or  de- 
ferred arrangements.  (See  the  description  in 
Part  B.7.,  above.) 

An  employee  is  treated  as  highly  compen- 
sated with  respect  to  a  year  if,  at  any  time 
during  the  year  or  the  preceding  year,  the 
employee  (1)  was  a  5-percent  owner  of  the 
employer  (as  defined  in  sec.  416(i));  (2)  re- 
ceived more  than  $100,000  in  annual  com- 
pensation from  the  employer;  (3)  received 
more  than  $50,000  in  annual  compensation 
from  the  employer  and  was  a  member  of  the 
top-paid  group  of  the  employer  during  the 
same  year;  or  (4)  was  an  officer  of  the  em- 
ployer (as  defined  in  sec.  416(i)).  The 
$50,000  and  $100,000  thresholds  are  indexed 
by  reference  to  the  method,  as  of  May  1, 
1986,  for  adjusting  for  percentage  increases 
in  the  social  security  wage  base  (i.e.,  at  the 
same  time  and  in  the  same  manner  as  the 
adjustments  to  the  dollar  limits  on  benefits 
under  defined  benefit  pension  plans  under 
the  Senate  amendment). 

In  addition,  a  former  employee  is  to  be 
treated  as  a  highly  compensated  employee  if 
such  employee  was  highly  compensated  at 
the  time  of  separation  from  service  or  at 
such  other  times  as  the  Secretary  may  pre- 
scribe. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment  with  certain  modifica- 
tions. (See  the  detailed  description  in  Part 
B.7.,  above.)  First,  the  $100,000  threshold  in 
the  Senate  amendment  is  reduced  to 
$75,000.  Second,  every  employer  shall  have 
at  least  one  officer;  if  necessary,  this  means 
i,hat  the  compensation  floor  required  for  of- 
ficer status  shall  not  apply  to  one  individ- 
ual. Third,  the  House  rule  regarding  former 
employees  is  adopted  in  lieu  of  the  Senate 
rule.  Further,  the  method  of  indexing  the 
$50,000  and  $75,000  figures  is  the  same 
method  used  to  index  the  dollar  limit  for  de- 
fined benefit  pension  plans  under  the  con- 
ference agreement. 

The  definition  of  highly  compensated  em- 
ployee is  the  same  as  the  definition  used 
with  respect  to  qualified  plans.  One  clarifi- 
cation applies  to  employee  benefits,  howev- 
er, that  does  not  apply  to  qualified  plans. 
With  respect  to  those  benefits  for  which 
family  coverage  is  treated  as  a  benefit  sepa- 
rate from  employee  coverage,  such  as  acci- 
dent or  health  benefits,  the  special  rule  ag- 
gregating family  members  is  modified.  In 
such  instances,  where  a  family  member 
would  be  aggregated  with  a  5-percent  owner 
of  one  of  the  top  10  highly  compensated  em- 
ployees, such  family  member  shall  be  treat- 
ed as  a  nonemployee  family  member. 


e.  Excludable  employees 

House  Bill 

The  House  bill  generally  provides  that 
certain  classes  of  employees  may  be  disre- 
garded in  applying  the  90-percent  eligibility 
test  if  neither  the  plan  nor  any  other  plan 
providing  similar  benefits  benefits  any  em- 
ployee in  such  class.  The  classes  of  excluda- 
ble employees  generally  are  (1)  employees 
who  have  not  completed  at  least  180  days  of 
service;  (2)  employees  who  normally  work 
less  than  20  hours  per  week;  (3)  employees 
who  normally  work  less  than  1.000  hours 
during  any  year;  and  (4)  employees  under 
age  21.  In  addition,  employees  covered  by  a 
bona  fide  collective  bargaining  agreement 
may  be  disregarded  if  the  plan  does  not  ben- 
efit any  such  employee.  Further,  nonresi- 
dent aliens  who  receive  no  United  States 
earned  income  may  be  disregarded,  regard- 
less of  whether  any  such  individuals  are  cov- 
ered by  the  plan. 

Treasury  regulations  are  to  provide  a  lim- 
ited exception  to  the  rule  that  employees 
who  otherwise  are  excludable  as  employees 
who  do  not  normally  work  1.000  hours  a 
year  or  180  days  may  not  be  disregarded  if 
any  plan  of  the  employer  does  not  exclude 
such  employees.  The  limited  exception  will 
be  available  if  (1)  substantially  all  employ- 
ees of  the  employer  (other  than  supplemen- 
tal employees)  generally  are  eligible  to  par- 
ticipate in  an  accident  or  health  plan  (or 
other  employee  benefit  plan)  within  30  days 
after  the  date  of  hire;  (2)  the  employer  also 
employs  supplemental  employees  who  gen- 
erally do  not  work  more  than  1,000  hours  or 
more  than  180  days;  (3)  the  supplemental 
employees  generally  are  not  rehired  if  they 
have  previously  been  supplemental  employ- 
ees; and  (4)  the  supplemental  employees  do 
not  exceed  15  percent  of  the  employer's 
workforce. 

Under  this  "limited  exception,  supplemen- 
tal employees  who  are  (1)  retired  employees 
of  the  employer  who  are  covered  under  an 
accident  and  health  plan  of  the  employer 
maintained  for  retirees  or  (2)  students  hired 
by  the  employer  under  a  work-study  pro- 
gram, may  be  disregarded  in  determining 
whether  the  employer's  employee  benefit 
plans  satisfy  the  nondiscrimination  require- 
ments. Of  course,  this  limited  exception 
would  not  be  available  if  any  supplemental 
employees  are  eligible  to  participate  in  any 
employee  benefit  plan  of  the  employer 
(other  than  a  plan  maintained  for  retired 
employees). 

Senate  Amendment 
In  general 

The  Senate  amendment  follows  the  House 
bill  by  providing  that  certain  clsisses  of  em- 
ployees may  be  disregarded  in  applying  the 
eligibility  and  benefits  tests  if  neither  the 
plan,  nor  any  other  plan  of  the  same  type, 
benefits  any  employee  in  such  class.  The 
classes  of  excludable  employees  under  the 
Senate  amendment  are  (1)  in  the  case  of  an 
accident  or  health  plan  (other  than  a  plan 
providing  only  noncore  benefits)  employees 
who  have  not  completed  at  least  180  days  of 
service  (or  such  shorter  period  of  service  as 
may  be  specified  in  the  plan);  (2)  in  the  case 
of  any  other  statutory  employee  benefit 
plan  (including  an  accident  or  health  plan 
providing  only  noncore  benefits),  employees 
who  have  not  completed  one  year  of  service 
(or  such  shorter  period  of  service  as  may  be 
specified  in  the  plan);  (3)  employees  who 
normally  work  less  than  half  time  (or  such 
lesser  amount  as  may  be  specified  in  the 
plan);  (4)  employees  who  normally  work 
fewer  than  six  months  during  any  year  (or 


such  lesser  amount  as  may  be  specified  in 
the  plan);  and  (5)  employees  who  have  not 
attained  age  21  (or  such  lower  age  as  may  be 
specified  in  the  plan).  In  addition,  employ- 
ees included  in  a  unit  of  employees  covered 
by  a  collective  bargaining  agreement  may  be 
disregarded  if  the  plan  does  not  benefit  any 
employee  in  that  unit.  Finally,  nonresident 
aliens  who  receive  no  United  States  earned 
income  may  be  disregarded,  regardless  of 
whether  any  such  individuals  are  covered  by 
a  plan. 

Conditions  for  exclusions 

In  applying  the  nondiscrimination  rules, 
an  employer  may  exclude  from  consider- 
ation a  category  of  excludable  employees 
only  if  no  excludable  employee  in  that  cate- 
gory benefits  under  the  plan  being  tested  or 
any  other  employee  benefit  plan  of  the  em- 
ployer that  provides  the  same  type  of  statu- 
tory employee  benefit.  Statutory  employee, 
benefits  are  treated  as  being  of  the  same 
type  if  they  are  eligible  to  be  excluded  from 
income  under  the  same  section  of  the  Code. 
Thus,  if  an  employer  maintains  two  group- 
term  life  insurance  plans,  only  one  of  which 
excludes  employees  with  less  than  a  year  of 
service,  the  employer  is  not  permitted  to  ex- 
clude from  consideration  employees  with 
less  than  a  year  of  service  In  testing  either 
plan  for  compliance  with  the  nondiscrimina- 
tion rules. 

In  the  case  of  a  cafeteria  plan  (including  a 
plan  that  would  be  a  cafeteria  plan  if  em- 
ployees could  elect  cash  or  a  taxable  bene- 
fit), for  purposes  of  applying  the  nondis- 
crimination rules,  an  employer  may  exclude 
a  category  of  excludable  employees  froni 
consideration  only  if  those  employees  are 
excluded  from  benefiting  under  any  option 
offered  by  the  cafeteria  plan. 

The  Senate  amendment  contains  certain 
exceptions,  generally  described  below,  to  the 
rule  that  if  even  one  excludable  employee  is 
covered  by  a  plan,  all  employees  who  are  ex- 
cludable on  the  same  basis  (and  on  no  other 
basis)  as  the  covered  employee  must  be 
taken  into  account  in  applying  the  nondis- 
crimination rules  to  the  plan  (and  any  other 
statutory  employee  benefit  plan  offering 
the  same  type  of  benefits). 

Core  and  noncore  benefits 

If  a  plan  offering  only  noncore  accident  or 
health  benefits  excludes  employees  with 
less  than  a  year  of  service,  the  employer 
sponsoring  the  plan  is  not  required  to  take 
into  consideration  employees  with  less  than 
a  year  of  service  merely  because  another 
plan  maintained  by  the  employer  offering 
core  accident  or  health  benefits  has  a  short- 
er service  requirement.  Noncore  accident  or 
health  benefits  consist  of  coverage  for 
dental,  vision,  psychological  and  orthodon- 
tia expense?  and  elective  cosmetic  surgery. 

Line  of  business 

If  an  employer  elects  to  apply  the  nondis- 
crimination rules  on  a  separate  line  of  busi- 
ness or  separate  operating  unit  basis,  the 
employees  who  may  be  excluded  from  con- 
sideration are  determined  on  a  separate  line 
of  business  or  separate  operating  unit  basis. 
Thus,  for  example,  if  ( 1 )  an  employer  main- 
tains a  statutory  employee  benefit  plan  for 
a  line  of  business,  (2)  the  nondiscrimination 
rules  are  applied  to  the  plan  on  a  line  of 
business  basis,  and  (3)  all  plans  providing 
benefits  of  the  same  type  to  employees  in 
that  line  of  business  exclude  all  employees 
who  have  not  attained  the  age  of  21.  then 
the  employer  may  exclude  from  consider- 
ation in  applying  the  nondiscrimination 
rules  to  the  plan,  all  employees  in  that  line 
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of  business  who  have  not  attained  age  21, 
even  if  the  employer  maintains  a  plan  that 
does  not  impose  an  age  requirement  for  em- 
ployees in  another  line  of  business. 
Collective  bargaining  agreement 

If  no  employee  in  a  unit  of  employees  cov- 
ered by  a  collective  bargaining  agreement  is 
covered  by  a  plan,  employees  in  that  unit 
may  be  disregarded  in  testing  a  plan  for  dis- 
crimination, even  if  the  employer  maintains 
a  second  plan  that  provides  similar  benefits 
and  that  covers  employees  in  such  collective 
bargaining  unit.  However,  for  purposes  of 
applying  the  average  benefits  test  and  the 
average  income  exclusion  test,  if  any  em- 
ployees in  a  unit  of  employees  covered  by  a 
collective  bargaining  agreement  are  covered 
by  any  plan  of  the  type  being  tested,  then 
all  employees  in  that  unit  are  required  to  be 
taken  into  account. 
Nonresident  aliens 

Nonresident  aliens  with  no  United  States 
source  income  may  be  disregarded  regard- 
less of  whether  any  such  individuals  are  cov- 
ered by  the  plan  being  tested  for  nondis- 
crimination or  by  any  other  plan  main- 
tained by  the  employer  providing  the  same 
type  of  benefits. 
Separate  testing 

The  Senate  amendment  also  provides  that 
if,  for  purposes  of  applying  the  nondiscrim- 
ination rules  to  a  plan  ("first  plan"),  certain 
employees  ("the  excludable  employees") 
could  be  excluded  from  consideration  but 
for  the  fact  that  certain  of  such  employees 
are  covered  by  another  plan  ("second  plan") 
that  provides  the  same  type  of  employee 
benefits,  the  excludable  employees  may  be 
disregarded  for  purposes  of  testing  the  first 
plan  if  the  second  plan  satisfies  the  nondis- 
crimination rules  with  respect  to  the  exclud- 
able employees  (treating  the  excludable  em- 
ployees as  the  only  employees  of  the  em- 
ployer). 
Supplemental  employees 

The  Senate  amendment  follows  the  House 
bill  regarding  supplemental  employees. 
Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment  with  certain  modifica- 
tions. Rrst,  in  lieu  of  permitting  the  exclu- 
sion of  employees  who  normally  work  less 
than  half-time,  only  employees  who  normal- 
ly work  less  than  IT'/i  hours  per  week  may 
be  excluded.  Also,  the  seasonal  employee  ex- 
clusion is  modified  to  exclude  employees 
who  normally  work  during  no  more  than  six 
months  during  a  year. 

Third,  the  "separate  testing"  rule  is  modi- 
fied to  allow  employees  excludable  on  the 
basis  of  the  age  and  service  requirements  to 
be  tested  separately  even  if  some  or  all  of 
the  excludable  employees  are  covered  by  a 
plan  that  also  covers  nonexcludable  employ- 
ees. Under  the  conference  agreement,  an 
employer  may  test  all  such  excludable  em- 
ployees separately.  Alternatively,  an  em- 
ployer may  elect  to  test  one  group  of  ex- 
cludable employees  separately  without  test- 
ing all  excludable  employees  separately  if 
such  group  is  defined  in  a  nondiscrimina- 
tory manner  solely  by  reference  to  the  age 
or  service  requirements.  For  example,  an 
employer  may  elect  to  test  separately  all 
employees  excludable  solely  on  the  grounds 
that  they  do  not  have  six  months  of  service, 
but  not  include  in  such  testing  group  em- 
ployees excluded  under  the  other  age  and 
service  rules.  Also,  an  employer  may  test 
separately  a  group  of  employees  who  would 
pass  less  restrictive  age  or  service  require- 
ments. For  example,  an  employer  could  test 


separately  all  employees  excludable  solely 
on  the  grounds  that  they  are  not  age  21,  but 
who  are  at  least  age  18. 

Third,  an  employer  may  exclude  an  em- 
ployee, on  the  grounds  that  such  employee 
has  not  satisfied  the  required  period  of  ini- 
tial service,  during  the  period  prior  to  the 
first  day  of  the  calendar  month  following 
the  actual  satisfaction  of  the  initial  service 
requirement.  For  example,  assume  an  em- 
ployer required  30  days  of  service  for  par- 
ticipation in  a  health  plan,  but  did  not  allow 
participation  to  begin  other  than  on  the 
first  day  of  a  calendar  month.  Assume  fur- 
ther that  the  employer  hires  two  employees, 
A  on  July  2  and  B  on  July  3.  Under  the 
terms  of  the  employer's  plan,  A  would  be  a 
participant  on  August  1  and  B  would  be  a 
participant  on  September  1.  Thus,  A  is  a 
participant  after  30  days  of  service  while  B 
has  to  wait  60  days.  Because  of  the  special 
rule  allowing  B  to  be  disregarded  prior  to 
the  first  day  of  the  next  month  following 
satisfaction  of  the  period  of  service  require- 
ment, B  need  not  be  taken  into  account  for 
nondiscrimination  purposes  until  September 
1,  even  though  B  would  have  30  days  of 
service  after  the  end  of  the  day  on  August  1. 

Fourth,  the  rule  permitting  exclusion  of 
employees  who  have  not  had  180  days  of 
service  is  modified  by  substituting  6  months 
of  service  for  180  days  of  service.  It  is  also 
clarified  that  this  service  requirement  is  sat- 
isfied if  an  employee  is  continuously  em- 
ployed for  a  6-month  period  without  regard 
to  the  number  of  hours  or  days  worked.  A 
period  during  which  an  employee  does  not 
perform  services  for  the  employer  counts 
toward  this  service  requirement  unless  there 
h»s  been  a  bona  fide,  indefinite  cessation  of 
the  employment  relationship.  These  same 
rules  apply  to  the  one  year  of  service  re- 
quirement. 

Further,  the  conference  agreement  modi- 
fies the  Senate  amendment  rule  permitting 
exclusion  of  an  employee  only  if  no  employ- 
ee in  the  same  category  (e.g.,  under  age  21) 
l)enefits  under  a  plan  of  the  same  type. 
Under  the  conference  agreement,  the  exclu- 
sion applies  only  if  no  employee  in  the  same 
category  is  eligible  under  a  plan  of  the  same 
type. 

Also,  it  is  clarified  that  if  an  employer'  ag- 
gregates plans  of  different  types  of  purposes 
of  satisfying  the  benefits  test,  the  excluda- 
ble employee  rules  apply  as  if  such  plans 
were  the  same  type.  Thus,  the  lowest  age 
and  service  requirements  in  any  plans  shall 
apply.  The  lowest  age  requirement  may 
come  from  one  plan,  the  shortest  waiting 
period  may  come  from  another  plan,  the 
lowest  hour  requirement  for  part-time 
status  may  come  from  a  third  plan,  etc. 

The  conference  sigreement  also  clarifies 
that,  for  purposes  of  the  initial  service 
rules,  core  accident  or  health  benefits  may 
be  considered  provided  under  a  separate 
plan  from  noncore  benefits. 

The  conference  agreement  modifies  the 
supplemental  employee  rule  by  applying  the 
rule  to  employees  who  normally  work 
during  no  more  than  six  months  and  to  em- 
ployees who  do  not  have  six  months  of  serv- 
ice. 

f.  Separate  lines  of  business  or  operatinK  units 

HoiLse  Bill 
The  House  bill  provides  an  exception  to 
the  general  eligibility  rule  if  the  employer, 
for  bona  fide  business  reasons,  operates  a 
separate  line  of  business  or  separate  operat- 
ing unit.  In  that  event,  the  requirements  of 
the  general  eligibility  rule  may  be  satisfied 
separately    with    respect    to   employees   in 


each  separate  line  of  business  or  operating 
unit. 

An  employer  may  not  separately  apply 
the  nondiscrimination  rule  to  any  line  of 
business  or  operating  unit  unless  ( 1 )  there 
are  at  least  100  nonexcluded  employees  em- 
ployed by  the  line  of  business  or  operating 
unit;  and  (2)  at  least  5  percent,  but  no  more 
than  25  percent,  of  the  employees  in  the 
line  of  business  or  operating  unit  are  highly 
compensated.  In  addition,  the  House  bill 
provides  that  if  employees  of  more  than  one 
line  of  business  or  operating  unit  are  eligi- 
ble to  participate  in  the  same  plan,  such 
lines  of  business  or  operating  units  are 
treated  as  a  single  line  of  business  or  operat- 
ing unit  for  purposes  of  the  nondiscrimina- 
tory eligibility  requirement. 

Senate  Amendment 
In  general 

Under  the  Senate  amendment,  if  an  em- 
ployer establishes  to  the  satisfaction  of  the 
Secretary  that  the  employer  operates  sepa- 
rate lines  of  business  or  operating  units  for 
bona  fide  business  reasons,  the  reasonable 
classification  test,  the  average  benefits  test, 
and  the  average  income  exclusion  test  may 
be  applied  separately  with  respect  to  em- 
ployees in  each  line  of  business  or  operating 
unit.  A  plan  will  not  be  treated  as  satisfying 
the  nondiscriminatory  coverage  rules  on  a 
line  of  business  or  operating  unit  basis 
unless  the  plan  also  satisfies  the  present-law 
classification  test  on  an  employer-wide 
basis. 

Safe  harbor 

The  Senate  amendment  provides  a  safe- 
harbor  rule  under  which  a  separate  line  of 
business  or  operating  unit  is  treated  as 
being  operated  for  bona  fide  business  rea- 
sons if  such  line  of  business  or  operating 
unit  is  a  separate  self-sustaining  unit  and  if 
(1)  each  line  of  business  or  operating  unit 
has  at  least  50  employees  who  do  not  per- 
form services  for  any  other  line  of  business 
or  operating  unit;  and  (2)  the  "highly  com- 
pensated employee  percentage"  of  the  line 
of  business  or  operating  unit  is  (a)  not  less 
than  one-half,  and  (b)  not  more  than  twice, 
the  percentage  of  all  employees  of  the  em- 
ployer who  are  highly  compensated.  For 
purposes  of  this  requirement,  the  highly 
compensated  employee  percentage  of  a  line 
of  business  or  operating  unit  will  be  treated 
as  not  less  than  one-half  of  the  percentage 
of  all  employees  of  the  employer  who  are 
highly  compensated  employees  if  at  least  10 
percent  of  all  highly  compensated  employ- 
ees of  the  employer  are  employed  by  the 
line  of  business  or  operating  unit.  The  ten', 
"highly  compensated  employee  percentage" 
means  the  percentage  of  all  employees  per- 
forming services  for  a  line  of  business  or  op- 
erating unit  who  are  highly  compensated 
employees. 
Definition  of  line  of  business 

The  Senate  amendment  provides  that  the 
Secretary  shall  prescribe  by  regulation  what 
constitutes  a  line  of  business  or  operating 
unit.  The  line  of  business  or  operating  unit 
concept  shall  not  be  used  to  undermine  the 
nondiscrimination  rules.  Thus,  for  example, 
certain  job  classifications  (such  as  hourly 
employees  or  leased  employees)  are  not  con- 
sidered to  be  separate  lines  of  business  or 
operating  units.  Also,  for  example,  secretar- 
ies and  other  support  service  personnel 
shall  not  be  treated  as  in  a  line  of  business 
or  operating  unit  separate  from  the  lawyers 
or  other  professionals  for  whom  such  per- 
sonnel perform  services,  and  nurses  and  lab- 
oratory personnel  shall  not  be  treated  as  in 
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a  line  of  business  or  operating  unit  separate 
frori  the  medical  doctors  for  whom  they 
perform  services.  In  addition,  the  members 
of  an  affiliated  service  group  (sec.  414(m)) 
may  not  be  treated  as  separate  lines  of  busi- 
ness or  operating  units. 

In  general,  a  headquarters  or  home  office 
is  net  to  be  treated  as  a  separate  line  of 
business  or  operating  unit.  It  is  generally  in- 
tended that  a  line  of  business  or  operating 
unit  include  all  employees  necessary  for 
preparation  of  certain  classes  of  property 
for  sale  to  customers  or  for  the  provision  of 
services  to  customers.  Certain  exceptions  to 
this  rule  may  be  established  by  regulation 
where  one  employer  has  two  operations 
that  are  vertically  integrated  and  that  are 
traditionally  operated  by  unrelated  entities. 
Combining  lines  of  business 

If  a  line  of  business  or  operating  unit 
would  be  recognized,  but  for  the  fact  that  it 
does  not  satisfy  the  50  employee  or  the 
highly  compensated  employee  percentage 
tests,  it  may  be  combined  with  another  line 
of  business  or  operating  unit  to  satisfy  such 
tests.  With  respect  to  any  plan  maintained 
for  employees  of  one  of  the  combined  lines 
of  business,  the  plan  is  required  to  satisfy 
the  coverage  rules  with  respect  to  the  aggre- 
gate entity. 
Excludable  employees 

For  purposes  of  determining  (1)  the 
number  of  employees  in  a  line  of  business  or 
operating  unit;  (2)  the  highly  compensated 
employee  percentage  of  a  line  of  business  or 
operating  unit;  and  (3)  the  percentage  of  all 
employees  of  the  employer  who  are  highly 
compensated,  an  employer  shall  disregard 
the  categories  of  employees  that  are  disre- 
garded for  purposes  of  determining  which 
employees  are  highly  compensated  employ- 
ees. (See  the  description  in  B.7.,  above.). 
Common  plan  for  more  than  one  line  of 
business 

If  employees  of  more  than  one  line  of 
business  or  octerating  unit  are  eligible  to 
participate  in  a  plan,  then  all  such  lines  of 
business  or  operating  units  are  to  be  treated 
as  one  line  of  business  or  operating  unit. 
Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment  with  the  following  modi- 
fications. For  convenience,  the  conference 
agreement  uses  the  term  "line  of  business" 
to  refer  both  to  a  line  of  business  and  to  an 
operating  unit. 

First,  it  is  clarified  that  if  the  employer 
establishes  to  the  satisfaction  of  the  Secre- 
tary that  the  employer  operates  separate 
lines  of  business  or  operating  units  for  bona 
fide  business  reasons,  both  the  eligibility 
tests  and  the  benefits  tests  (as  well  as  the 
alternative  80-percent  test)  may  be  applied 
separately  with  respect  to  employees  in 
each  line  of  business  or  operating  unit,  sub- 
ject to  the  requirement  that  the  classifica- 
tion test  be  satisfied  with  respect  to  any 
plan  on  an  employer-wide  basis. 
■  The  conference  agreement  also  clarifies 
the  definition  of  a  line  of  business  or  operat- 
ing unit.  Whether  claimed  separate  lines  of 
business  or  operating  units  are  bona  fide  is  a 
facts  and  circumstances  determination  re- 
quiring examination  of  each  particular  situ- 
ation. Differences  and  similarities  between 
the  services  provided  and  products  produced 
by  such  claimed  lines  of  business  are  of 
course  important  considerations.  In  addi- 
tion, the  manner  in  which  the  employer  or- 
ganizes itself  is  relevant.  Thus,  if  an  em- 
ployer falls  to  treat  itself  as  comprised  of 
separate  lines  of  business  or  operating  units 


and  treats  employees  from  different  claimed 
lines  or  units  in  an  equivalent  fashion  for 
certain  purposes,  it  may  not  be  appropriate 
to  allow  such  activities  to  t>e  treated  as  sepa- 
rate lines  of  business  or  operating  units. 
These  factors  do  not,  however,  override  the 
rules  relating  to  the  definition  of  a  line  of 
business,  discussed  above  with  respect  to  the 
Senate  amendment,  to  the  extent  that  such 
rules  would  deny  separate  line  of  business 
or  operating  unit  status. 

In  addition,  the  conference  agreement 
modifies  the  definition  of  an  operating  unit 
by  requiring  that  it  be  operated  in  a  signifi- 
cantly separate  geographic  area  from  an- 
other operating  unit  in  the  same  line  of 
business.  For  example,  two  plants  in  the 
same  city  would  not  be  considered  to  be  in 
significantly  separate  geographic  areas  and 
thus  would  not  be  considered  separate  oper- 
ating units. 

Also,  the  requirement  that  a  separate  line 
of  business  or  operating  unit  have  at  least 
50  employees  is  deleted  from  the  safe 
harbor  rule  and  made  a  substantive  require- 
ment. Thus,  a  line  of  business  or  operating 
unit  shall  not  be  treated  as  separate  for  pur- 
poses of  the  nondiscrimination  rules  unless 
it  has  at  least  50  employees.  As  under  the 
Senate  amendment,  more  than  one  line  of 
business  or  operating  unit  may  be  aggregat- 
ed to  satisfy  this  requirement. 

Also,  the  requirement  that  a  line  of  busi- 
ness or  operating  unit  be  a  separate  self-sus- 
taining unit  is  deleted  from  the  safe  harbor 
rule,  since  such  a  requirement  is  part  of  the 
definition  of  a  line  of  business  or  operating 
unit. 

The  conferees  clarify  the  proper  treat- 
ment of  employees  of  a  headquarters  or 
home  office  and  of  other  employees  serving 
more  than  one  line  of  business  or  operating 
unit  (e.g..  payroll  persormel).  Like  sill  other 
employees,  these  employees  are  to  be  allo- 
cated to  one  line  of  business  or  operating 
unit.  Generally,  this  allocation  shall,  under 
rules  prescribed  by  the  Secretary,  be  made 
in  accordance  with  their  performance  of 
services.  Thus,  if  a  majority  of  an  employ- 
ee's services  are  performed  for  a  particular 
line  of  business  or  operating  unit,  such  em- 
ployee must  be  allocated  to  that  line  of  busi- 
ness or  operating  unit. 

Other  employees  rendering  services  to 
more  than  one  line  of  business  or  operating 
unit  must  be  allocated  in  one  of  two  ways. 
First,  the  employer  may  allocate  such  em- 
ployees on  a  pro-rata  basis  among  its  lines 
of  business  or  operating  units,  under  rules 
prescribed  by  the  Secretary.  Alternatively, 
such  employees  may  be  allocated  to  any  one 
line  of  busmess  or  op>erating  unit  for  which 
they  perform  substantial  services  provided 
that  such  allocation  does  not  cause  any  line 
of  business  or  operating  unit  to  violate  or 
further  violate  the  highly  compensated  per- 
centage rule.  Thus,  for  this  purpose,  the 
highly  compensated  employee  percentage 
rule  serves  as  a  substantive  rule,  not  a  safe 
harbor.  This  means,  for  example,  that  if 
any  lines  of  business  or  operating  units  do 
not  pass  the  50-percent  rule,  highly  compen- 
sated employees  at  the  home  office  or  head- 
quarters who  do  not  perform  a  majority  of 
their  services  for  any  particular  line  of  busi- 
ness or  operating  unit  must  be  allocated 
first  to  such  lines  of  business  or  operating 
units.  This  also  means  that  in  no  event  may 
such  highly  compensated  employees  be  allo- 
cated to  any  line  of  business  or  operating 
unit  if  after  such  allocation  the  200-percent 
rule  would  be  violated  (regardless  of  wheth- 
er it  was  violated  prior  to  such  allocation). 

It  is  also  intended  that  the  Secretary  is  to 
prescribe  for  annual  reporting  by  employers 


using  the  line  of  business  or  operating  unit 
rule  for  purposes  of  the  nondiscrimination 
rules  (including  the  qualified  plan  rules). 
Such  reporting  shall  include  the  basis  for 
the  position  that  an  employer  is  maintain- 
ing separate  lines  of  business  or  operating 
units.  Where  an  employer  maintains  a  line 
of  business  or  operating  unit  that  does  not 
fall  within  the  safe  harbor  rule,  this  must 
be  specifically  reported  and  may  trigger  ad- 
ditional reporting  requirements. 

In  addition,  the  Secretary  is  also  to  estab- 
lish guidelines  identifying  circumstances  in 
which  there  is  to  be  special  scrutiny  of 
claimed  lines  of  business  or  operating  units. 
For  example,  if  a  plan  maintained  for  a 
claimed  line  of  business  or  operating  unit  is 
significantly  better  or  worse  than  plans  for 
other  lines  of  business  or  operating  units, 
such  a  situation  shall  trigger  special  scruti- 
ny. Also,  if  a  disproportionate  percentage  of 
the  accrued  benefits  under  the  plan  of  a 
claimed  line  of  business  or  operating  unit  is 
for  the  highly  compensated  employees,  such 
employer's  claim  of  a  separate  line  of  busi- 
ness or  operating  unit  shall  also  be  specially 
examined. 

If  a  claimed  line  of  business  or  operating 
unit  does  not  satisfy  the  safe-harl>or  rule 
and  a  plan  or  plans  of  such  line  of  business 
or  operating  unit  warrants  special  scrutiny 
under  the  standards  set  forth  in  the  applica- 
ble guidelines,  then  the  claimed  line  of  busi- 
ness or  operating  unit  will  not  be  recognized 
for  purposes  of  the  applicable  nondiscrim- 
ination rules  unless  the  employer  obtains  a 
determination  from  the  Secretary  (e.g.,  by 
determination  letter  or  private  letter  ruling) 
that  such  line  of  business  or  operating  unit 
is  separately  op>erated  for  bona  fide  business 
reasons. 

Further,  the  conferees  intend  to  clarify 
that  if  an  employer  is  using  the  separate 
line  of  business  or  operating  unit  rule  with 
respect  to  any  plan,  ail  employees  must  be 
considered  part  of  a  line  of  business  or  oper- 
ating unit.  Thus,  it  would  not  be  permissible 
to  maintain  that  an  employer  has,  in  addi- 
tion to  one  line  of  business  with  50  employ- 
ees, 10  other  employees  who  are  not  part  of 
any  line  of  business  or  operating  unit  and 
who  would  be  tested  separately.  The  10 
other  employees  would  have  to  be  treated  as 
part  of  one  or  more  lines  of  business  or  op- 
erating units.  Such  lines  of  business  or  oper- 
ating units  would  have  to  be  aggregated 
with  the  50-employee  line  of  business  In 
order  to  satisfy  the  requirement  that  to  be 
tested  separately,  a  line  of  business  or  oper- 
ating unit  must  have  at  least  50  employees. 

The  conference  agreement  also  deletes 
the  rule  providing  that  if  employees  from 
more  than  one  line  of  business  or  operating 
unit  are  eligible  to  participate  In  a  plan,  all 
such  lines  of  business  and/or  operating 
units  are  treated  as  one  line  of  business  or 
operating  unit.  This  would,  however,  be  a 
fact  to  consider  In  ascertaining  whether  an 
employer  treats  Itself  as  comprised  of  sepa- 
rate lines  of  business  or  operating  units.  In- 
stead, the  conference  agreement  requires 
that  benefits  attributable  to  services  for  a 
line  of  business  or  operating  unit  shall  be 
considered  as  provided  by  that  line  of  busi- 
ness or  operating  unit.  For  purposes  of  such 
rules,  an  employee  who  performs  services 
for  more  than  one  line  of  business  or  oper- 
ating unit,  but  Is  allocated  to  one  line  of 
business  or  operating  unit  under  the  rules 
described  above,  shall  be  considered  to 
render  services  solely  for  that  line  of  busi- 
ness or  operating  unit. 
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g.  Dcnnitions  and  special  rules 

(It  Time  for  testing 

House  Bill 

The  House  bill  did  not  contain  a  provision 
regarding  the  time  at  which  the  eligibility 
or  l>enefits  test  had  to  be  applied.  However, 
one  component  of  the  benefits  test— the 
comparability  test— would  have  to  be  deter- 
mined l>ased  on  the  value  of  the  benefits 
provided  during  the  entire  year. 
Senate  Amendment 

The  Senate  amendment  did  not  provide 
for  the  time  at  which  the  percentage  test. 
the  reasonable  classification  test,  or  the 
classification  test  had  to  be  applied.  Howev- 
er, the  alternative  reasonable  classification 
test  and  the  benefits  test  would  be  applied 
on  the  basis  of  the  benefits  provided  during 
the  entire  year. 

Conference  Agreement 

Under  the  conference  agreement,  it  is 
clarified  that  the  tests  applied  to  the 
amount  of  benefits  available  or  provided 
must  be  applied  on  the  basis  of  the  benefits 
provided  during  the  entire  year.  Thus,  the 
benefits  test,  the  50-percent  component  of 
the  90-percent/50-percent  test,  and  the  com- 
parability tests  all  apply  based  on  the  entire 
year. 

An  example  will  illustrate  how  this  rule 
applies  for  purposes  of  the  benefits  test. 
Assume  employee  A  becomes  nonexcludable 
on  July  1  and  on  that  day  A  is  covered 
under  a  health  plan  that  provides  coverage 
that  on  an  annual  basis  has  a  value  of 
$1,000.  The  employer's  plan  year  is  the  cal- 
endar year,  so  for  that  plan  year.  A  only  re- 
ceives $500  worth  of  benefits.  That  $500 
goes  in  the  numerator  in  determining  the 
average  employer-provided  benefit.  Howev- 
er, because  A  was  only  taken  into  account 
for  half  the  year.  A  is  only  counted  as  half 
an  employee  in  the  denominator. 

The  conferees  further  intend  to  provide. 
for  accident  or  health  plans  and  group-term 
life  insurance  plans,  a  rule  of  convenience  to 
ease  the  administrative  burden  on  employ- 
ers. Under  this  rule  of  convenience,  an  em- 
ployer may.  for  purposes  of  applying  the 
benefits  test  to  active  employees,  treat  em- 
ployees who  separate  from  service  during 
the  last  3  months  of  the  plan  year  as  con- 
tinuing to  work  and  receive  benefits  for  the 
remainder  of  the  plan  year.  For  employees 
who  separate  from  service  earlier  in  the 
plan  year,  an  employer  may  treat  such  em- 
ployees as  continuing  to  work  and  receive 
benefits  through  the  end  of  the  month  in 
which  they  separate.  The  effect  of  these 
rules  is  that  employers  will  not  have  to  use 
the  exact  day  that  employees  separate  in 
calculating  the  average  employer-provided 
benefit.  Instead,  an  employer  may  deem  em- 
ployees to  have  separated  only  on  the  end 
of  a  month  and  in  the  case  of  employees 
separating  in  the  last  quarter,  on  the  last 
day  of  the  plan  year. 

For  purposes  of  this  rule  of  convenience, 
employees  shall  be  considered  to  receive 
after  separation  whatever  benefit  they  had 
been  receiving  prior  to  separation,  provided 
such  benefit  had  been  provided  for  at  least 
90  days  prior  to  separation.  If  there  had 
been  a  change  in  the  benefit  during  such  90 
day  period,  then  the  benefit  deemed  provid- 
ed during  the  period  of  separation  shall  be 
the  average  benefit  provided  to  the  employ- 
ee during  the  period  beginning  on  the  date 
in  the  plan  year  on  which  the  employee 
first  had  to  be  taken  into  account  for  pur- 
[>oses  of  the  nondiscrimination  rules  and 
ending  on  the  date  of  separation  from  serv- 
ice. 


The  rule  illustrated  by  the  example  treat- 
ing A  as  only  half  an  employee  for  purposes 
of  the  benefits  test  and  the  rule  of  conven- 
ience described  do  not  apply  to  group-term 
life  insuiance  plans  with  respect  to  which 
the  employer  adjusts  the  value  of  the  bene- 
fit provided  based  on  the  employee's  com- 
pensation. See  the  discussion  above,  for  a 
description  of  the  adjustment. 

The  rule  of  convenience  described  above 
shall  also  apply  to  the  alternative  80-per- 
cent test,  the  90-percent  component  of  the 
90-percent/50-percent  test,  the  50-percent 
test,  and  the  plan  safe  harbor  for  the  bene- 
fits test,  except  that  for  purposes  of  the  eli- 
gibility tests,  employees  who  have  separated 
from  service  would  be  deemed  to  have  avail- 
able to  them  after  separation  the  benefits 
available  prior  to  separation.  For  purposes 
of  determining  the  benefits  available  prior 
to  separation,  the  same  rules  applicable  for 
the  actual  benefits  rule  apply.  Other  than 
this  one  difference,  the  rule  of  convenience 
applies  in  the  same  manner.  Thus,  in  deter- 
mining whether  the  tests  are  satisfied,  an 
employer  must  look  at  the  entire  year,  but 
may  use  the  rule  of  convenience  to  substan- 
tially reduce  the  administrative  burden.  For 
example,  assume  that  an  employee  (A)  who 
was  not  excludable  on  the  first  day  of  the 
plan  year  separated  from  service  during  the 
sixth  month  of  the  plan  year.  A  may  be  con- 
sidered to  be  employed  through  the  end  of 
the  sixth  month  and  have  available  benefits 
determined  under  the  rule  of  convenience 
described  above.  During  the  second  6 
months.  A  is  not  an  active  employee  for  pur- 
poses of  applying  the  tests. 

Of  course,  the  rule  of  convenience  under 
which  employees  are  deemed  to  receive  or 
have  available  to  them  benefits  after  sepa- 
ration from  service  does  not  apply  in  testing 
benefits  actually  received  by  or  available  to 
former  employees.  (See  8..  below.) 

As  is  true  with  respect  to  the  nondiscrim- 
ination rules  applicable  to  qualified  retire- 
ment plans,  the  fact  that  a  failure  to  meet 
any  of  the  nondiscrimination  rules  was  at- 
tributable to  unforeseen  circumstances  does 
not  affect  the  application  of  the  rules. 

The  conferees  also  intend  to  provide  an 
additional  rule  of  convenience  for  employers 
that  do  not  require  any  initial  period  of 
service  for  participation  in  a  statutory 
fringe  benefit  plan.  Under  this  second  rule 
of  convenience,  an  employer  may.  for  pur- 
poses of  the  90-percent/50-percent  test  and 
the  benefits  test,  disregard  benefits  provid- 
ed to  an  employee  during  the  period  be- 
tween the  employee's  commencement  of  em- 
ployment and  the  first  day  of  the  calendar 
month  following  such  commencement.  (This 
rule  does  not  apply  to  an  employee  who 
commences  employment  on  the  first  day  of 
a  calendar  month.)  However,  benefits  pro- 
vided during  such  period  that  relate  to  any 
other  period  may  not  be  disregarded.  For 
example,  if  an  employer  pays  for  a  year's 
worth  of  dependent  care  or  provides  an 
annual  physical  examination,  only  a  propor- 
tionate part  of  the  value  of  such  benefit 
may  be  disregarded.  This  second  rule  of  con- 
venience applies  to  all  statutory  employee 
benefit  plans.  If  an  employer  uses  this  rule 
of  convenience,  it  must  do  so  with  respect  to 
all  employees. 

(2)  Employer  and  employees 
House  Bill 
Aggregation 

Under  certain  circumstances,  the  House 
bill  provides  that  related  employers  are 
treated  as  a  single  employer  for  purposes  of 
the    nondiscrimination    requirements    (sec. 


414  (b),  (c),  and  (m)).  In  addition,  leased  em- 
ployees are  treated  for  purposes  of  the  non- 
discrimination rules  as  employees  of  the 
person  or  organization  for  whom  they  per- 
form services  (sec.  414(n)).  The  bill  provides 
that  the  Secretary's  general  regulatory  au- 
thority to  prevent  abuse  of  employee  bene- 
fit requirements  shall  apply  (sec.  414(o». 

Self-employed  individuals 

For  purposes  of  the  nondiscrimination 
rules  governing  qualified  group  legal  serv- 
ices plans,  educational  assistance  programs 
and  dependent  care  assistance  programs, 
self-employed  individuals  are  treated  as  em- 
ployees. An  individual  who  owns  the  entire 
interest  in  an  unincorporated  trade  or  busi- 
ness is  treated  as  his  own  employer  and  a 
partnership  is  treated  as  the  employer  of 
each  partner. 

Senate  Amendment 

The  Senate  amendment  follows  the  House 
bill. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  and 
clarifies  that  the  aggregation  of  employers 
applies  to  all  aspects  of  the  employee  bene- 
fit rules,  not  only  the  nondiscrimination 
rules. 

(3/  Special  rules  for  certain  dispositions 
and  acquisitions 


House  Bill 


No  provision. 


Senate  Amendment 
The  Senate  amendment  contains  special 
transition  rules  for  certain  dispositions  or 
acquisitions  of  a  business.  Under  the  Senate 
amendment,  if  a  person  becomes  or  ceases 
to  be  a  member  of  a  controlled  group  or  af- 
filiated service  group,  the  coverage  rules 
will,  with  respect  to  a  plan  maintained  by 
the  person  or  group,  be  deemed  satisfied 
during  the  transition  period,  provided  that 
( 1 )  the  coverage  rules  were  satisfied  immedi- 
ately before  the  acquisition  or  disposition, 
and  (2)  the  coverage  under  the  plan  does 
not  change  significantly  during  the  transi- 
tion period  (other  than  by  reason  of  the  ac- 
quisition or  disposition).  The  transition 
period  begins  on  the  date  of  the  acquisition 
or  disposition  and  ends  on  the  last  day  of 
the  first  plan  year  beginning  after  the 
transaction. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

(4 J  Definition  of  a  plan 

House  Bill 
Separate  plans 

Under  the  House  bill,  for  purposes  of  both 
the  eligibility  test  and  the  benefits  tests, 
each  option  or  different  benefit  offered 
under  a  statutory  employee  benefit  plan  is 
treated  as  a  separate  plan.  This  means,  for 
example,  that  if  two  types  of  Insurance  cov- 
erage vary  in  any  way  (including  the 
amount  of  the  employee  contribution),  they 
will  t>e  considered  separate  plans.  Thus,  in 
t  e  case  of  health  plans  under  which  there 
are  different  levels  or  types  of  health  bene- 
fit coverage,  each  separate  level  or  type  of 
health  coverage  must  be  tested  as  a  separate 
plan  under  both  the  eligibility  test  and  the 
applicable  benefits  test. 

Under  a  special  rule  for  an  accident  or 
health  plan,  an  employee  who  has  available 
or  receives  coverage  both  for  himself  and 
any  member  of  his  family  is  to  be  treated  as 
having  available  or  received  two  separate 
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coverages:  individual  coverage  with  respect 
to  himself,  and  family  coverage  with  respect 
to  his  family.  Each  coverage  must  be  tested 
separately. 

In  the  case  of  noninsurance-type  plans, 
the  House  bill  requires  that  if  a  highly  com- 
pensated employee  benefits  under  two  or 
more  educational  assistance  programs,  all 
such  plans  under  which  such  employee  ben- 
efits shall  be  treated  as  one  plan  for  pur- 
poses of  applying  the  eligibility  and  benefits 
tests.  The  same  rule  applies  to  dependent 
care  assistance  programs.  For  purposes  of 
satisfying  the  eligibility  and  benefits  tests, 
an  employer  may  elect  to  treat  as  one  plan 
any  two  or  more  educational  assistance  pro- 
grams. The  same  rule  applies  to  dependent 
care  assistance  programs. 

Single  plan 

The  House  bill  provides  that  two  or  more 
plans  which  are  identical  in  all  respects, 
except  for  the  group  of  employees  covered, 
may  be  treated  as  a  single  plan.  For  pur- 
poses of  determining  what  constitutes  a 
single  plan,  two  exceptions  are  provided  to 
the  rule  that  insurance  coverage  (or  avail- 
able noninsurance  benefits)  be  identical. 
The  first  exception  is  that  variations  may 
be  disregarded  if  the  coverage  varies  in  a 
purely  mechanical  manner  that  clearly 
favors  those  with  less  compensation,  as  in 
the  case  where  the  same  health  insurance  is 
available  on  the  same  terms  to  employees, 
but  the  required  employee  contribution  in- 
creases in  proportion  to  compensation.  The 
second  exception  is  based  on  the  House  bill 
provision  that  allows  the  employer  to 
reduce  the  employer  subsidy  for  employees 
who  normally  work  less  than  30  hours  per 
week.  Under  this  provision,  if  the  same 
health  insurance  is  available  on  the  same 
terms  to  employees,  except  that  the  employ- 
er subsidy  is  proportionately  reduced  for 
employees  who  normally  work  less  than  30 
hours  per  week,  such  health  insurance  is 
considered  a  single  plan. 

Senate  Amendment 
Separate  plans 

The  Senate  amendment  follows  the  House 
bill,  except  that  the  amendment  also  pro- 
vides that  in  the  case  of  group-term  life  in- 
surance, the  provision  of  insurance  coverage 
that  varies  in  proportion  to  compensation  is 
not  to  be  considered  as  the  provision  of  dif- 
ferent options  or  benefits  with  respect  to 
such  varying  coverage.  In  addition,  the 
Senate  amendment  deletes  the  special  ag- 
gregation rules  for  noninsurance  type  plans. 

Single  plan 

The  Senate  amendment  follows  the  House 
bill  except  that  it  deletes  the  two  exceptions 
to  the  rule  that  coverage  within  a  plan  must 
be  identical. 

The  Senate  amendment  also  provides 
that,  for  purposes  of  determining  what  con- 
stitutes a  single  plan,  employees  should  be 
allowed  to  structure  options  in  different 
ways  as  long  as  all  coverage  within  a  plan  is 
identical.  For  example,  if  the  deductible  for 
all  highly  compensated  employees  is  $200 
and  the  deductible  for  all  nonhighly  com- 
pensated employees  is  $50,  it  would  be  in- 
consistent with  the  purposes  of  these  rules 
to  classify  the  $200  deductible  coverage  as  a 
separate  plan  that  covers  only  highly  com- 
pensated employees  and  thus  is  discrimina- 
tory. Instead,  the  employer  could  classify 
the  coverage  as  one  plan  for  all  employees 
providing  coverage  for  expenses  in  excess  of 
a  $200  deductible  and  a  second  plan  cover- 
ing costs  between  $50  and  $200  covering 
only    nonhighly    compensated    employees. 


Both  such  plans  would  be  nondiscrimina- 
tory. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  with  one  modification. 
That  modification  is  that,  as  under  the 
House  bill,  if  accident  or  hetlth  coverage 
available  or  provided  to  employees  is  identi- 
cal except  that  the  employer  subsidy  is  pro- 
portionately reduced  for  employees  who 
normally  work  less  than  30  hours  per  week, 
such  health  insurance  may  be  considered  a 
single  plan. 

The  permissible  proportionate  reduction 
corresponds  to  the  special  rule  for  the  bene- 
fits test  and  the  50-percent  component  of 
the  90-percent/50-percent  test.  Thus,  if  an 
employee  normally  works  at  least  22  Vz  hours 
per  week  but  less  than  30  hours  per  week, 
the  above  rule  applies  if  the  employer  subsi- 
dy is  reduced  by  no  more  than  25  percent, 
and  if  the  employee  normally  works  less 
than  22 '/i  hours  per  week,  the  above  rule  ap- 
plies if  the  employer  subsidy  is  reduced  by 
no  more  than  50  percent.  If  the  above  rule 
is  used,  it  must  be  used  on  a  uniform,  non- 
discriminatory basis  with  respect  to  all  em- 
ployees. Of  course,  this  rule  does  not  affect 
the  benefit  actually  made  available  or  pro- 
vided for  purposes  of  any  other  tests. 

As  with  the  other  part-time  rule,  this  rule 
does  not  apply  in  any  plan  year  unless 
during  such  year  more  than  50  percent  of 
the  nonexcludable  employees  (determined 
without  regard  to  plan  provisions)  normally 
work  more  than  30  hours  per  week.  Also, 
this  special  rule  allowing  a  proportionate  re- 
duction in  benefits  within  a  plan  does  not 
apply  to  elective  contributions. 

In  addition,  the  conference  agreement 
clarifies  that  limitations  on  family  coverage 
give  rise  to  separate  plans.  For  example,  if 
an  employer  offers  "employee  plus  one 
family  member"  health  coverage  and  "em- 
ployee plus  two  or  more  family  members" 
health  coverage,  that  constitutes  3  plans:  ( 1 ) 
employee  coverage,  (2)  coverage  of  one 
family  member,  and  (3)  coverage  of  addi- 
tional family  members. 

iS)  Aggregation  of  health  plans  and  com- 
parability 

House  Bill 

For  purposes  of  satisfying  the  benefits 
test,  the  House  bill  provides  that  two  or 
more  comparable  accident  or  health  plans 
of  the  same  type  may  be  Aggregated  if  com- 
parable. A  plan  is  comparable  to  a  second 
plan  that  would  otherwise  fail  the  benefits 
test  if  the  average  employer  cost  (including 
elective  contributions)  per  covered  employee 
in  the  first  plan  is  at  least  80  percent  of  the 
average  employer  cost  (including  elective 
contributions)  per  covered  employee  in  the 
second  plan. 

Senate  Amendment 

Under  the  Senate  amendment,  if  an  acci- 
dent or  health  plan  standing  alone  would 
fail  the  reasonable  classification  test  or  the 
percentage  test,  the  plan  may  be  aggregated 
with  one  or  more  other  accident  or  health 
plans  ("helper  plans"),  provided  that  the  av- 
erage value  of  the  employer-provided  cover- 
age per  employee  in  each  "helper  plan"  is  at 
least  90  percent  of  the  average  value  of  em- 
ployer-provided coverage  per  covered  em- 
ployee in  the  plan  that  would  otherwise  fail. 

In  the  case  of  an  accident  or  health  plan 
that  would  otherwise  fail  the  classification 
test,  the  Senate  amendment  provides  that 
the  plan  may  be  aggregated  with  one  or 
more  other  accident  or  health  plans 
("helper  plans"),  provided  that  the  average 
value  of  the  employer-provided  coverage  per 


employee  in  each  "helper  plan"  is  at  least 
100  percent  of  the  value  of  employer-provid- 
ed coverage  per  covered  employee  in  the 
plan  that  would  otherwise  fail  the  classifica- 
tion test. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment  with  certain  modifica- 
tions. First,  it  is  clarified  that  the  95-per- 
cent comparability  standard  'instead  of  the 
100-percent  standard  that  applies  to  the 
classification  test)  applies  only  for  purposes 
of  the  50-percent  test  and  the  alternative 
80-percent  test.  Second,  for  purposes  of  the 
50-percent  test,  a  "helper  plan"  is  any  plan 
in  the  group  of  aggregated  plans  that  satis- 
fies such  test  without  regard  to  aggregation. 
The  average  value  of  the  employer-provided 
coverage  per  employee  in  the  helper  plan 
with  the  lowest  such  value  must  be  at  least 
95  percent  of  the  average  value  of  the  em- 
ployer-provided coverage  per  employee  in 
the  nonhelper  plan  in  the  group  of  aggre- 
gated plans  with  the  highest  such  value.  For 
purposes  of  the  80-percent  test,  the  general 
rule  is  that  the  average  value  of  the  employ- 
er-provided coverage  per  employee  in  the 
plan  in  the  group  of  aggregated  plans  with 
the  lowest  such  value  must  be  at  least  95 
percent  of  the  average  value  of  the  employ- 
er-provided coverage  per  employee  in  the 
plan  in  the  group  of  aggregated  plans  with 
the  highest  such  value.  However,  if  a  plan 
with  a  greater  value  than  permitted  under, 
the  previous  sentence  consists  solely  of  non- 
highly  compensated  employees,  such  plan 
may  be  aggregated  with  the  group  of  less 
valuable  plans  for  purposes  of  the  80-per- 
cent test. 

In  addition,  the  special  part-time  employ- 
ee rule  applicable  in  defining  what  consti- 
tutes a  plan  also  applies  for  comparability 
purposes.  Thus,  if  two  plans  that  would  be 
comparable  but  for  the  fact  that  the  em- 
ployer-provided l)enefit  is  proportionately 
reduced  for  employees  who  normally  work 
less  than  30  hours  per  week,  the  plans  may 
still  be  comparable  under  rules  similar  to 
those  applicable  under  the  definition  of  a 
plan. 

(6J  Valuation 

House  Bill 

Under  the  House  bill,  the  Secretary  will 
prescribe  regulations  that  provide  guidance 
in  determining  the  value  of  insurance  cover- 
age and  of  noninsurance  benefits.  The  Sec- 
retary may  establish  safe-harbor  methods  of 
valuing  the  coverage  or  benefits. 

The  Secretary  may,  in  prescribing  such 
regulations,  provide  adjustments  to  the  safe 
harbors  to  take  account  of  factors,  such  as 
geographical  cost  differences,  relevant  to 
the  determination  of  the  value  of  a  benefit. 

Senate  Amendment 

The  Senate  amendment  follows  the  House 
bill  with  two  modifications.  First,  the  Secre- 
tary is  authorized  to  establish  administra- 
ble,  mechanical  methods  of  valuing  coverage 
or  benefits  that  are  not  only  safe  harbors. 
Second,  the  Secretary  is  directed  to  specify 
an  index  that  takes  into  account  differences 
in  costs  for  plans  maintained  in  geographi- 
cally dispersed  areas. 

Conference  Agreement 

Under  the  conference  agreement,  the  Sec- 
retary is  to  prescribe  rules  regarding  valu- 
ation. With  respect  to  health  coverage,  the 
Secretary  is  to  set  forth  values  for  various 
standard  types  of  coverage.  The  values  shall 
be  set  forth  in  the  form  of  tables  which  es- 
tablish the  relative  values  of  plans  with  cer- 
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tain  characteristics.  Such  tables  may  use  as 
a  reference  point  an  identifiable  standard 
plan. 

Such  tables  shall  be  adjusted  to  take  into 
account  the  specific  coverage  and  group  in- 
volved. For  example,  in  determining  the 
value  of  discriminatory  coverage,  the  actual 
costs  expended  by  the  employer  may  be 
taken  into  account  and  allocated  among  all 
coverages,  including  the  discriminatory  cov- 
erage, on  the  basis  of  the  relative  values  of 
such  coverages,  as  determined  under  the 
tables.  Another  example  is  that  in  certain 
instances  it  may  be  appropriate  to  adjust 
the  table  value  of  coverage  based  on  wheth- 
er such  coverage  would  have  been  provided 
at  group  rates  by  an  insurance  company. 
Thus,  an  individually  designed  plan  shall  be 
valued  higher  than  a  group  plan  with  the 
same  characteristics.  Further,  it  is  appropri- 
ate to  reduce  the  table  valuation  to  the 
extent  the  employer  provides  the  same  cov- 
erage under  more  than  one  plan. 

With  respect  to  group-term  life  insurance, 
special  valuation  rules  apply  for  purposes  of 
the  nondiscrimination  rules.  However,  if  cer- 
tain coverage  is  found  to  be  discriminatory, 
such  coverage  shall  be  valued,  as  under 
present  law,  at  the  higher  of  actual  cost  or 
table  cost  (sec.  79). 

(7)  Concentration  tests 

House  Bill 

No  provision. 

Senate  ATnendment 

Accident  or  health  plans  and  group-term  life 
insurance  plans 

The  Senate  amendment  establishes  a  new 
concentration  test  for  any  accident  or 
health  plan  or  group-term  life  insurance 
plan.  No  more  than  40  percent  of  the  em- 
ployees benefiting  under  such  a  plan  may  be 
highly  compensated  employees.  A  plan  is 
not  treated  as  failing  to  meet  this  require- 
ment if  it  benefits  all  employees  of  the  em- 
ployer. 

The  Senate  amendment  also  establishes  a 
second  new  concentration  test  for  group- 
term  life  insurance  plans.  No  more  than  25 
percent  of  the  value  of  the  coverage  provid- 
ed under  the  plan  may  be  provided  to  indi- 
viduals who  are  at  any  time  during  the  cur- 
rent or  preceding  year,  5  percent  owners 
(within  the  meaning  of  section 
416(i)(l)(B)(i».  A  plan  is  not  treated  as  fail- 
ing to  meet  this  requirement  if  the  plan  pro- 
vides the  same  dollar  amount  of  group-term 
life  insurance  coverage  for  each  employee 
eligible  to  participate  in  the  plan. 

The  new  concentration  tests  apply  to 
health  plans  and  group-term  life  insurance 
plans  in  addition  to  the  nondiscriminatory 
coverage  rules  applicable  to  those  plans.  A 
plan  that  fails  an  applicable  concentration 
test  is  considered  to  be  a  discriminatory 
plan. 

Other  plans 

The  present-law  concentration  tests  appli- 
cable to  qualified  group  legal  services  plans, 
educational  assistance  programs,  and  de- 
pendent care  assistance  programs  continue 
to  apply  to  those  types  of  plans  in  addition 
to  the  nondiscriminatory  coverage  require- 
ments. Thus,  regardless  of  whether  a  plan 
satisfies  the  relevant  present  law  nondis- 
crimination rules,  or  the  new  average 
Income  exclusion  test,  the  plan  is  also  re- 
quired to  satisfy  the  applicable  present-law 
concentration  tests.  A  plan  that  fails  an  ap- 
plicable concentration  test  is  considered  to 
be  a  discriminatory  plan. 


Conjerence  Agreement 

The  conference  agreement  follows  the 
House  bill.  Thus,  plans  must  satisfy  present- 
law  concentration  tests  in  addition  to  any 
applicable  nondiscrimination  tests. 

(8)  Former  employees 

House  Bill    ' 

The  House  bill  t)rovides  that,  except  to 
the  extent  provided  by  the  Secretary,  rules 
similar  to  the  nondiscriminatory  eligibility 
and  benefits  tests  are  to  be  applied  separate- 
ly to  former  employees.  In  applying  the 
rules  to  former  employees,  the  Secretary  is 
to  prescribe  rules  under  which  certain  spe- 
cial rules  shall  apply. 

Employers  may  generally  restrict  the  class 
of  former  employees  to  be  tested  to  those 
who  have  retired  on  or  after  a  reasonable 
retirement  age,  or  to  those  who  have  sepa- 
rated from  service  due  to  disability.  In  addi- 
tion, employers  may  generally  limit  the 
class  further  to  employees  who  have,  for  ex- 
ample, retired  within  a  certain  number  of 
years.  Finally,  in  testing  whatever  class  of 
employees  is  chosen,  employers  may  make 
reasonable  assumptions  regarding  mortality, 
so  that  they  do  not  have  to  determine  those 
former  employees  who  are  still  alive. 

Senate  Amendment 
The  Senate  amendment  follows  the  House 
bill  as  applied  to  the  Senate  amendment 
nondiscrimination  tests. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  and  Senate  amendment,  as  ap- 
plied to  the  nondiscrimination  rules  of  the 
conference  agreement. 

t9J  Cafeteria  plans 

House  Bill 

Under  the  House  bill,  a  cafeteria  plan  is 
subject  to  the  same  90  percent  nondiscrim- 
inatory eligibility  test  applicable  to  all  stat- 
utory employee  benefit  plans. 

The  House  bill  also  repeals  the  present- 
law  rule  that,  in  the  case  of  a  cafeteria  plan 
that  does  not  satisfy  the  relevant  nondis- 
crimination rules  or  concentration  test,  ben- 
efits under  the  plan  are  taxed  to  highly 
compensated  employees  or  key  employees  in 
the  taxable  year  of  the  employee  in  which 
the  plan  year  in  which  the  benefit  was  pro- 
vided ends. 

Senate  Amendment 

Under  the  Senate  amendment,  a  cafeteria 
plan  will  be  considered  discriminatory 
unless  the  plan  satisfies  ( 1 )  the  nondiscrim- 
ination tests  of  present  law  applicable  to 
cafeteria  plans  (sec.  125(b)(1))  or  (2)  the 
present-law  eligibility  test  and  the  average 
income  exclusion  test. 

For  purposes  of  applying  the  average 
income  exclusion  test  to  a  cafeteria  plan,  all 
benefits  offered  under  the  cafeteria  plan  are 
aggregated  and  treated  as  if  they  were  the 
same  type  of  benefit,  except  that  if  the  em- 
ployer elects,  health  coverage  provided  for 
spouses  or  dependents  of  employees  may  be 
tested  separately.  If  a  cafeteria  plan  satis- 
fies the  average  income  exclusion  test,  each 
of  the  statutory  employee  benefits  offered 
under  the  cafeteria  plan  is  treated  as  meet- 
ing the  average  income  exclusion  test,  but 
must  separately  satisfy  any  applicable  con- 
centration test. 

It  is  also  intended  that  cafeteria  plans 
may  limit  the  elections  by  highly  compen- 
sated employees  of  excludable  benefits  to 
the  extent  necessary  to  comply  with  the 
nondiscrimination  rules. 


Conference  Agreement 

The  conference  agreement  retains  the 
present-law  eligibility  test  for  cafeteria 
plans.  The  conference  agreement  deletes 
the  special  cafeteria  plan  t)enefits  tests,  al- 
though the  concentration  test  is  retained. 
Thus,  each  type  of  benefit  available  or  pro- 
vided under  a  cafeteria  plan  is  subject  to  its 
own  applicable  nondiscrimination  rules  and 
to  any  applicable  concentration  test.  For  ex- 
ample, group-term  life  insurance  benefits 
under  a  cafeteria  plan  must  satisfy  the  eligi- 
bility and  benefits  tests  applicable  to  group- 
term  life  insurance  plans.  As  discussed 
above,  certain  aggregation  of  plans  excluda- 
ble under  different  Code  sections  is  permis- 
sible for  purposes  of  the  benefits  test. 

The  conference  agreement  also  modifies 
the  definition  of  a  cafeteria  plan  to  include 
a  plan  under  which  an  employee  may  only 
choose  among  qualified  benefits  and  may 
not  choose  cash  or  a  taxable  benefit.  Also,  if 
a  cafeteria  plan  does  not  satisfy  the  cafete- 
ria plan  eligibility  or  concentration  test,  the 
benefits  under  the  plan  are  taxable. 

The  conference  agreement  follows  the 
Senate  amendment  by  retaining  present  law 
with  respect  to  the  year  of  inclusion  for  a 
discriminatory  cafeteria  plan. 

The  conference  agreement  follows  the 
Senate  amendment  allowing  employers  to 
limit  the  elections  of  highly  compensated 
employees  to  the  extent  necessary  to 
comply  with  the  applicable  nondiscrimina- 
tion rules.  However,  the  limitations  are  ap- 
plied, under  rules  prescribed  by  the  Secre- 
tary, in  a  nondiscretionary  manner  set  forth 
in  the  plan,  consistent  with  the  rules  for  al- 
locating the  discriminatory  excess  among 
highly  compensated  employees. 

The  conference  agreement  applies  the  fol- 
lowing uniform  definitions  applicable  to 
statutory  employee  benefit  plans  to  cafete- 
ria plans:  (1)  highly  compensated  employ- 
ees; (2)  excludable  employees;  and  (3)  em- 
ployer (including  application  of  the  leased 
employee  rules).  The  compensation  defini- 
tion does  not  apply  because  compensation  is 
not  relevant  for  the  cafeteria  plan  tests. 

<10)  Welfare  benefit  funds 
House  Bill 

The  House  bill  extends  rules  similar  to 
the  new  nondiscriminatory  eligibility  and 
benefits  tests  applicable  to  statutory  em- 
ployee benefit  plans  to  welfare  benefit 
funds. 

Senate  Amendment 

The  Senate  amendment  substitutes  the 
new  definitions  of  highly  compensated  em- 
ployees and  of  excludable  employees  for 
those  applicable  to  welfare  benefit  funds 
under  present  law. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  retaining  the 
present-law  nondiscrimination  tests  for  the 
welfare  benefit  fund  benefits  that  are  not 
subject  to  a  nondiscrimination  test  other- 
wise modified  under  the  conference  agree- 
ment. 

The  conference  agreement  applies  the  fol- 
lowing uniform  definitions  applicable  to 
statutory  employee  benefit  plans  to  welfare 
benefit  funds:  (1)  highly  compensated  em- 
ployees: (2)  compensation  (including  the 
limitation  on  the  amount  that  may  be  taken 
into  account)  with  respect  to  life  insurance, 
disability,  severance  pay,  and  supplemental 
unemployment  compensation;  (3)  excluda- 
ble employees;  and  (4)  employer  (including 
application  of  the  leased  employee  rules). 
With  respect  to  nonemployees  participating 
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in  a  plan  that  is  part  of  a  welfare  benefit 
fund,  the  Secretary  shall  prescribe  appro- 
priate rules  defining  which  of  such  nonem- 
ployees  shall  be  considered  highly  compen- 
sated employees. 

(11)  Reporting  requirements 
House  Bill 

The  House  bill  expands  the  present-law 
requirement  that  the  employers  that  main- 
tain cafeteria  plans,  educational  assistance 
programs  and  group  legal  services  plans  file 
information  returns  in  accordance  with 
Treasury  regulations  (sec.  6039D).  Under 
the  House  bill,  this  requirement  would 
apply  to  all  statutory  employee  benefit 
plans,  as  well  as  to  cafeteria  plans. 

In  addition,  if  l)enefits  provided  under  a 
cafeteria  plan  or  statutory  employee  benefit 
plan  are  includible  in  the  income  of  a  highly 
compensated  or  key  employee,  the  employer 
is  required  to  file  an  information  return, 
pursuant  to  regulations  to  be  provided  by 
the  Treasury,  setting  forth  the  amount  of 
the  benefit  and  the  name  and  address  of  the 
employee  in  whose  income  the  benefit  is  in- 
cludible. The  employer  is  also  required  to 
furnish  to  each  such  employee  a  written 
statement  showing  the  amount  of  the  em- 
ployee benefits  includible  in  the  employees 
income. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  with  two  modifications.  First,  the 
conference  agreement  requires  that  all  em- 
ployers maintaining  statutory  employee 
benefit  plans  or  cafeteria  plans  report  the 
number  of  highly  compensated  employees 
(1)  of  the  employer,  (2)  eligible  to  partici- 
pate in  the  plan,  and  (3)  participating  in  the 
plan.  Second,  the  conference  agreement 
clarifies  that  the  requirement  that  certain 
employers  file  an  additional  return  only  ap- 
plies to  a  representative  sample  of  employ- 
ers. 


(12>  Study 


House  Bill 


The  House  bill  requires  that  the  Treasury 
Department  conduct  a  study  of  abuses  in 
the  health  insurance  area  and,  not  later 
than  July  1,  1986,  make  recommendations 
for  changes  in  the  nondiscrimination  rules. 
Senate  Amendment 
No  provision. 

Conference  Agreement 
The   conference    agreement    follows    the 
Senate  amendment. 
113)  Effective  date 

House  Bill 
The  House  bill  provisions  are  effective  for 
years  beginning  after  December  31,  1986. 
Senate  Amendment 


The  Senate  amendment  provisions  are 
generally  effective  for  years  beginning  after 
December  31,  1986. 

The  Senate  amendment  contains  an  ex- 
ception to  the  new  rules  for  certain  group- 
term  life  insurance  plans.  In  the  case  of  a 
plan  described  in  section  223(d)(2)  of  the 
Tax  Reform  Act  of  1984,  such  plan  shall  be 
treated  as  meeting  the  requirements  of  the 
new  nondiscrimination  rules  with  respect  to 
individuals  described  in  section  223(d)(2)  of 
the  Act.  In  addition,  an  employer  may  elect 
to  exclude  such  individuals  in  applying  the 
new  nondiscrimination  rules. 

In  addition,  the  Senate  amendment  pro- 
vides a  delayed  effective  date  for  church 
plans.  Under  the  bill,  such  plans  are  not  re- 


quired to  comply  with  the  new  nondiscrim- 
ination requirements  until  years  beginning 
after  December  31,  1988. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment  except  that  the  general 
effective  date  is  plan  years  beginning  after 
the  later  of  (1)  December  31,  1987,  or  (2)  the 
earlier  of  December  31,  1988,  or  the  date  3 
months  following  the  issuance  of  Treasury 
regulations. 

A  special  effective  date  applies  to  plans 
maintained  pursuant  to  a  collective  bargain- 
ing agreement.  Under  this  special  rule,  in 
the  case  of  employees  covered  under  a  plan 
maintained  pursuant  to  a  collective  bargain- 
ing agreement  between  employee  represent- 
atives and  one  or  more  employers  ratified 
before  March  1,  1986,  the  amendments  are 
not  effective  for  plan  years  beginning  before 
the  earlier  of  (1)  January  1.  1989,  or  (2)  the 
date  on  which  the  last  of  the  collective  bar- 
gaining agreement  terminates  (determined 
without  regard  to  any  extensions  in  the  col- 
lective bargaining  agreement).  With  respect 
to  employees  not  described  in  the  previous 
sentence,  employees  so  described  may  be 
disregarded  prior  to  the  effective  date  of  the 
rules  for  such  employees. 
2.  Deductibility  of  Health  Insurance  Costs  of  Self- 
Employed  Individuals 

Present  Law 
Under  present  law.  an  employers  contri- 
bution to  a  plan  providing  accident  or 
health  benefits  is  excludable  from  an  em- 
ployees  income  (sec.  106).  No  similar  exclu- 
sion is  provided  for  self-employed  individ- 
uals (sole  proprietors  or  partners). 

Individuals  who  itemize  deductions  may 
deduct  amounts  paid  during  the  taxable 
year,  if  not  reimbursed  by  insurance  or  oth- 
erwise, for  medical  care  of  the  taxpayer  and 
of  the  taxpayers  spouse  and  dependents,  to 
the  extent  that  the  total  of  such  expenses 
exceeds  five  percent  of  adjusted  gross 
income  (sec.  213). 

House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  provides  a  deduc- 
tion for  50  percent  of  the  amounts  paid  for 
health  insurance  for  a  taxable  year  on 
behalf  of  a  self-employed  individual  and  the 
individual's  spouse  and  dependents.  This  de- 
duction is  allowable  in  calculating  adjusted 
gross  income.  A  self-employed  individual 
means  an  individual  who  has  earned  income 
for  the  taxable  year  (sec.  401(c)(1)).  Howev- 
er, under  the  bill,  no  deduction  is  allowable 
to  the  extent  the  deduction  exceeds  the  self- 
employed  individual's  net  earnings  from  self 
employment  (sec.  1402(a))  for  the  taxable 
year.  In  addition,  no  deduction  is  allowable 
for  any  taxable  year  for  which  the  self-em- 
ployed individual  is  eligible  to  participate 
(on  a  subsidized  basis)  in  a  health  plan  of  an 
employer  of  the  self-employed  individual  or 
such  individual's  spouse. 

In  addition,  the  deduction  is  not  allowable 
unless  ( 1 )  the  self-employed  individual  pro- 
vides coverage  under  one  or  more  accident 
or  health  plans  for  all  employees  in  all  unin- 
corporated trades  or  businesses  with  respect 
to  which  the  self-employed  individual  is  a  5- 
percent  owner  (as  defined  in  sec.  416(i)).  and 
(2)  the  nondiscrimination  requirements  (as 
modified  by  the  amendment)  applicable  to 
accident  or  health  plans  are  satisfied  with 
respect  to  each  such  plan  tested  as  though 
all  coverage  for  which  a  50-percent  deduc- 
tion is  allowable  under  this  section  were  em- 
ployer-provided. Of  course,  this  requirement 


is  inapplicable  if  no  unincorporated  trade  or 
business  with  respect  to  which  the  self-em- 
ployed individual  is  a  5-percent  owner  has 
employees  other  than  the  self-employed  in- 
dividual and  such  individual's  family  mem- 
bers. 

Under  the  Senate  amendment,  the 
amount  allowable  as  a  deduction  for  health 
coverage  for  a  self-employed  individual  is 
not  also  taken  into  account  for  purposes  of- 
determining  the  amount  of  any  medical  de- 
duction to  which  the  self-employed  individ- 
ual is  entitled.  Thus,  such  amounts  deducti- 
ble under  this  provision  are  not  treated  as 
medical  expenses  of  the  individual  for  pur- 
poses of  determining  whether  the  threshold 
for  the  itemized  medical  expen.se  deduction 
(sec.  213(a))  is  met. 

Further,  the  Senate  amendment  provides 
thai  the  amount  deductible  under  this  pro- 
vision is  not  taken  into  account  in  comput- 
ing net  earnings  from  self-employment  (sec. 
1402(a)).  Therefore,  the  amounts  deductible 
under  this  provision  do  not  reduce  the 
income  base  for  the  self-employed  individ- 
ual's social  security  tax. 

The  bill  directs  the  Secretary  of  the 
Treasury  to  provide  guidance  to  self-em- 
ployed individuals  to  whom  this  deduction 
applies  with  respect  to  the  nondiscrimina- 
tion requirements  applicable  to  insured  acci- 
dent or  health  plans. 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31.  1986. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  except  as  outlined 
below.  First,  the  deduction  is  reduced  from 
50  percent  of  the  amounts  paid  for  health 
insurance  to  25  percent  of  such  amounts. 

In  addition,  the  conference  agreement  de- 
letes the  requirement  that  coverage  be  pro- 
vided for  all  employees  in  all  unincorporat- 
ed trades  or  businesses  with  respect  to 
which  the  self-employed  individual  is  a  5- 
percent  owner.  Instead,  the  deduction  Is  al- 
lowed only  if  the  coverage  is  provided  under 
one  or  more  plans  meeting  the  applicable 
nondiscrimination  requirements,  as  if  the 
coverage  were  employer-provided.  The  con- 
ference agreement  also  limits  the  deduction 
to  the  taxpayer's  earned  income  for  the  tax- 
able year.  The  provision  allowing  this  de- 
duction does  not  apply  to  any  taxable  year 
beginning  after  December  31.  1989. 
3.  Exclusions  for  Educational  .Assistance  Pro- 
grams, Qualiried  (iroup  l..egal  Plans,  and  De- 
pendent Care  Assistance  ProRrams 

Present  and  Prior  Law 
Educational  assistance 

Under  present  law.  an  employee  is  re- 
quired to  include  in  income  for  income  and 
employment  tax  purposes  the  value  of  edu- 
cational assistance  provided  by  an  employer 
to  the  employee,  unless  the  cost  of  such  as- 
sistance qualifies  as  a  deductible  job-related 
expense  of  the  employee.  Amounts  expend 
ed  for  education  qualify  as  deductible  em- 
ployee business  expenses  if  the  education 
( 1 )  maintains  or  improves  skills  required  for 
the  employee's  job,' or  (2)  meets  the  express 
requirements  of  the  individual's  employer 
that  are  imposed  as  a  condition  of  employ- 
ment. Under  prior  law.  an  employee's  gross 
income  for  income  and  employment  tax  pur- 
poses did  not  include  amounts  paid  or  ex- 
penses incurred  by  the  employer  for  educa- 
tional assistance  provided  to  the  employee  if 
such  amounts  were  paid  or  such  expenses 
were  incurred  pursuant  to  an  educational 
assistance  program  that  met  certain  require- 
ments (Code  sec.  127). 
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Under  prior  law.  the  maximum  amount  of 
educational  assistance  benefits  that  an  em- 
ployee could  receive  tax-free  during  any  tax- 
able year  was  limited  to  $5,000:  thus,  the 
excess  benefits  over  this  amount  were  sub- 
ject to  income  and  employment  taxes.  In 
the  case  of  an  employee  who  worked  for 
more  than  one  employer,  the  $5,000  cap  ap- 
plied to  the  aggregate  amount  of  education- 
al assistance  benefits  received  from  all  em- 
ployers. 

The  exclusion  for  educational  assistance 
benefits  expired  for  taxable  years  t>eginning 
after  December  31.  1985. 
Group  legal  services 

Under  prior  law.  amounts  contributed  by 
an  employer  to  a  qualified  group  legal  serv- 
ices plan  for  employees  <or  their  spouses  or 
dependents)  were  excluded  from  an  employ- 
ee's gross  income  for  income  and  employ- 
ment tax  purposes  (sec.  120).  The  exclusion 
also  applied  to  any  services  received  by  an 
employee  or  any  amounts  paid  to  an  em- 
ployee under  such  a  plan  as  reimbursement 
for  the  cost  of  legal  services  for  the  employ- 
ee (or  the  employees  spouse  or  dependents). 
In  order  to  be  a  qualified  plan  under  w'hich 
employees  were  entitled  to  tax-free  benefits, 
a  group  legal  services  plan  was  required  to 
fulfill  several  requirements.  An  employer 
maintaining  a  group  legal  services  plan  was 
required  to  file  an  information  return  with 
respect  to  the  program  at  the  lime  and  in 
the  manner  required  by  Treasury  regula- 
tions. 

In  addii  ion.  under  prior  law.  an  organiza- 
tion, the  exclusive  function  of  which  was  to 
provide  lt•^;al  services  or  indemnification 
agai.ist  costs  of  legal  .services  as  part  of  a 
qualified  group  legal  services  plan,  was  enti- 
tled to  tax-exempt  siatus  i.sec.  501(c)(20)). 
The  lax  exemption  for  such  an  organization 
expired  for  years  ending  after  December  31. 
1985. 

The  exclusion  for  group  legal  ser\  ices  ben- 
efits expirj'd  for  taxable  years  ending  after 
December  31.  1985. 
Dependent  care  assistance 

Under  present  law.  amounts  paid  or  in- 
curred by  an  employer  for  dependent  care 
assistance  provided  to  an  employee  through 
a  dependent  care  assistance  program  are  ex- 
cludable from  income  (sec.  129).  The 
amount  excludable  is  limited  to  the  employ- 
ee's earned  income  for  the  year  or.  in  the 
case  of  married  couples,  the  lesser  of  the 
employee's  earned  income  and  the  earned 
income  of  the  employee's  spouse.  A  depend- 
ent care  assistance  program  must  be  a  writ- 
ten plan  for  the  exclusive  benefit  of  employ- 
ees, must  not  discriminate  in  favor  of  em- 
ployees who  are  officers,  shareholders,  or 
highly  compensated,  and  must  meet  certain 
other  requirements. 

House  Bill 

The  House  bill  retroactively  extends  the 
educational  assistance  and  group  legal  serv- 
ices exclusions  for  two  years.  In  effect,  this 
also  extends  the  tax-exempt  status  of  group 
legal  services  organizations  (sec.  501(0(20). 
Thus,  these  exclusions  are  scheduled  to 
expire  for  taxable  years  beginning  after  De- 
cember 31.  1987.  and  ending  after  December 
31.  1987.  respectively. 

The  House  bill  limits  the  exclusion  for  de- 
pendent care  assistance  to  $5,000  a  year 
($2,500  for  a  married  individual  filing  sepa- 
rately). The  provision  is  effective  for  tax- 
able years  t)eginning  after  December  31. 
1985. 

Senate  Amendment 

The  Senate  amendment  retroactively 
makes  permanent  the  exclusions  fr6m  gross 


income  for  educational  assistance  and  group 
legal  services  and  the  tax  exemption  for 
qualified  group  legal  services  organizations. 

In  addition,  the  Senate  amendment  in- 
creases the  cap  on  annual  excludable  educa- 
tional assistance  benefits  to  $5,250  from 
$5,000.  This  cap  is  indexed,  under  the 
Senate  amendment,  by  reference  to  the 
method,  as  of  May  1.  1986,  for  determining 
percentage  increases  in  the  social  security 
taxable  wage  base.  The  Senate  amendment 
does  not  contain  a  provision  limiting  the  ex- 
clusion for  dependent  care  assistance. 

The  Senate  amendment  provides  a  transi- 
tion rule  with  respect  to  group  legal  services 
benefits  provided  under  a  cafeteria  plan. 
Under  the  transition  rule,  the  enactment  of 
the  bill  is  treated  in  the  same  manner  as  a 
change  in  family  status  under  proposed 
Treasury  regulations  relating  to  cafeteria 
plans  (Prop.  Reg.  sec.  1.125-1).  Thu.s.  an  em- 
ployee will  be  permitted  to  revoke  an  elec- 
tion to  take  cash  or  a  taxable  benefit  after 
the  period  of  coverage  has  commenced  and 
to  make  a  new  election  with  respect  to  the 
remainder  of  the  period  of  coverage.  This 
transition  rule  applies  to  an  election  made 
to  revoke  a  prior  benefit  election  if  the  new 
election  is  made  (1)  with  respect  to  group 
legal  services  benefits  and  (2)  within  60  days 
after  the  date  of  enactment  of  the  bill. 
Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  with  respect  to  extending  for  two 
years,  rather  than  making  permanent,  the 
educational  assistance  and  group  legal  serv- 
ices exclusions  and  the  tax-exempt  status  of 
group  legal  services  organizations.  The 
agreement  follows  the  Senate  amendment 
raising  the  cap  on  annual  excludable  educa- 
tional assistance  benefits  from  $5,000  to 
$5,250.  but  does  not  adopt  the  Senate 
amendment  indexing  this  cap.  The  confer- 
ence agreement  follows  the  House  bill  with 
respect  to  the  limit  on  the  exclusion  for  de- 
pendent care  assistance,  effective  for  tax- 
able years  beginning  after  December  31. 
1986. 

The  conference  agreement  modifies  the 
transition  rule  for  group  legal  services  bene- 
fits provided  under  a  cafeteria  plan.  Under 
the  modified  transition  rule,  an  employee 
will  be  permitted  to  revoke  an  election  to 
take  cash  or  a  qualified  benefit  other  than 
group  legal  .services  and  to  make  a  new  elec- 
tion to  take  group  legal  .services  instead. 
Such  revocation  and  new  election  must  be 
made  no  later  than  60  days  after  the  date  of 
enactment  and  may  relate  to  any  period 
after  December  31.  1985.  This  transition 
rule  is  limited  to  cafeteria  plans  that,  prior 
to  the  date  of  conference  action,  did  not 
allow  employees  to  elect  group  legal  services 
benefits  with  respect  to  a  period  after  De- 
cember 31.  1985. 

I.  Trealment  of  Certain  Kull-Time  l.ife  Insurance 
SalesperxonH 

Present  Law 

Under  a  cafeteria  plan,  an  emplo.vee  is  of- 
fered a  choice  between  cash  and  one  or 
more  employee  benefits.  If  certain  require- 
ments are  met.  then  the  mere  availability  of 
cash  or  certain  permitted  taxable  benefits 
under  a  cafeteria  plan  does  not  cause  an  em- 
ployee to  be  treated  as  having  received  the 
available  cash  or  taxable  benefits  for 
income  tax  purposes. 

Under  present  law.  a  full-time  life  insur- 
ance salesperson  is  treated  as  an  employee 
for  purposes  of  eligibility  for  certain  enu- 
merated employee  benefit  exclusions  (sec. 
7701(a)(20)).  However,  although  such  a 
salesperson  is  eligible  to  receive  certain  ex- 


cludable employee  benefits  that  may  be  pro- 
vided under  a  cafeteria  plan,  the  salesperson 
is  not  treated  as  an  employee  for  purposes 
of  the  cafeteria  plan  provisions. 

House  Bill 

The  House  bill  permits  a  full-time  life  in- 
surance salesperson  to  be  treated  as  an  em- 
ployee for  purposes  of  the  cafeteria  plan 
provisions  to  the  extent  the  salesperson  is 
otherwise  permitted  to  exclude  from  income 
the  benefit  elected. 

The  provision  applies  for  years  beginning 
after  December  31,  1985. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill. 

.1.  Kxt'lu.sion  of  Cafeteria  Plan  Elective  Contribu- 
tions From  Wages  for  Purposes  of  Employ- 
ment Taxes 

Present  Law 
No  amount  is  included  in  the  gross  income 
of  a  participant  in  a  cafeteria  plan  meeting 
certain  requirements  solely  because,  under 
the  plan,  the  participant  may  choose  among 
the  benefits  of  the  plan.  However,  the  fact 
that  remuneration  is  not  subject  to  income 
tax  withholding  does  not  necessarily  mean 
that  such  remuneration  is  not  subject  to  tax 
under  the  Federal  Insurance  Constributions 
Act  (PICA)  or  under  the  Federal  Unemploy- 
ment Tax  Act  (FUTA).  Both  the  PICA  and 
PUTA  taxes  apply  to  all  remuneration  for 
employment,  with  certain  exceptions.  There 
is  no  provision  with  respect  to  either  the 
PICA  or  the  PUTA  which  would  render  in- 
applicable the  principles  of  constructive  re- 
ceipt. 

House  Bill 

No  provision. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  clarifies  that 
the  cafeteria  plan  exception  from  the  prin- 
ciples of  constructive  receipt  aI.so  applies  for 
purposes  of  the  PICA  and  PUTA  taxes.  This 
clarification  does  not  apply  to  elective  con- 
tributions under  a  qualified  cash  or  deferred 
arrangement  that  is  part  of  a  cafeteria  plan. 

The  provision  is  effective  with  respect  to 
years  beginning  before,  on.  or  after  the  date 
of  enactment. 

6.  Exclusion  for  Post-Retirement  Group-Term 
Life  Insurance  I'nder  a  Cafeteria  Plan 

Present  Law 

The  cost  of  permanent  benefits  under  a 
life  insurance  policy  provided  by  an  employ- 
er to  an  employee  is  includible  in  income.  In 
general,  a  permanent  benefit  is  a  benefit 
with  an  economic  value  extending  beyond 
one  policy  year,  such  as  a  paid-up  policy  for 
future  years. 

No  amount  is  includible  in  the  gross 
income  of  a  participant  in  a  cafeteria  plan 
meeting  certain  requirements  solely  be- 
cause, under  the  plan,  the  participant  may 
choose  among  the  benefits.  Except  with  re- 
spect to  elective  contributions  under  a  quali- 
fied cash  or  deferred  arrangement,  the  term 
"cafeteria  plan"  does  not  include  any  plan 
which  provides  for  deferred  compensation. 

House  Bill 
No  provision. 

Senate  Amendment 
No  provision. 
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Conference  Agreement 
Under  the  conference  agreement,  with  re- 
spect to  employees  of  educational  institu- 
tions (within  the  meaning  of  section 
170(b)(l)(A)(ii)).  a  cafeteria  plan  may  allow 
participants  to  choose  among  cash,  qualified 
benefits,  or  post-retirement  life  insurance 
coverage  that  meets  certain  conditions.  The 
coverage  would  have  to  be  fully  paid  up 
upon  retirement  and  have  no  cash  surren- 
der value  at  any  time  prior  to  retirement 
from  the  service  of  the  employer. 

In    addition,    the    conference    agreement 
provides  that  such  coverage  shall  be  treated 
as  term  insurance  for  purposes  of  the  exclu- 
sion for  group-term  life  insurance. 
7.  Tax  Treatment  of  Qualified  Campus  l-oditinK 
Present  Law 
Section  119  excludes  from  an  employee's 
gross  income  the  value  of  lodging  provided 
by  the  employer  if  (1)  the  lodging  is  fur- 
nished for  the  convenience  of  the  employer, 
(2)  the  lodging  is  on  the  business  premises 
of  the  employer,  and  (3)  the  employee  is  re- 
quired to  accept  the  lodging  as  a  condition 
of  employment. 

Several  court  decisions  have  held  that  on- 
campus  housing  furnished  to  faculty  or 
other  employees  by  an  educational  institu- 
tion does  not  qualify  for  the  section  119  ex- 
clusion. Therefore,  the  fair  rental  value  of 
the  housing  (less  any  amounts  paid  for  the 
housing  by  the  employee)  was  includible  in 
the  employee's  gross  income  and  constituted 
wages  for  income  tax  withholding  and  em- 
ployment tax  purposes  in  those  cases. 

Section  531(g)  of  the  Deficit  Reduction 
Act  of  1984  (P.L.  98-369)  prohibited  the 
Treasury  Department  from  issuing,  prior  to 
January  1.  1986,  any  income  tax  regulations 
that  would  provide  for  inclusion  in  gross 
income  of  the  excess  of  the  fair  market 
value  of  qualified  campus  lodging  over  the 
greater  of  (1)  the  operating  costs  paid  in 
furnishing  the  lodging,  or  (2)  the  rent  re- 
ceived. This  moratorium  on  regulations  ap- 
plied only  with  respect  to  qualified  campus 
lodging  furnished  after  December  31.  1983 
and  before  January  1,  1986. 

Qualified  campus  lodging  was  defined  as 
lodging  furnished  by  a  school,  college,  or 
university  to  any  of  its  employees,  including 
nonfaculty  employees,  or  to  the  employee's 
spouse  or  dependents.  The  moratorium  ap- 
plied only  with  respect  to  employer-fur- 
nished lodging  that  is  located  on  a  campus 
of.  or  in  close  proximity  to  a  campus  of.  the 
educational  institution.  Under  the  1984  Act, 
the  moratorium  did  not  apply  with  respect 
to  any  amount  of  the  value  of  lodging  if 
such  amount  was  treated  as  wages  or  includ- 
ed in  income  when  furnished. 
House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  provides  that  for 
Federal  tax  purposes,  the  fair  market  value 
of  use  (on  an  annualized  basis)  of  qualified 
campus  lodging  furnished  by,  or  on  behalf 
of.  an  educational  institution  (within  the 
meaning  of  sec.  170(b)(l)(A)(ii))  shall  be 
treated  as  not  greater  than  5  percent  of  the 
appraised  value  for  the  lodging,  but  only  if 
under  rules  prescribed  by  the  Secretary  an 
independent  appraisal  of  the  fair  market 
value  of  the  lodging  is  obtained  by  a  quali- 
fied appraiser.  Thus,  the  appraiser  must  be 
qualified  to  make  appraisals  of  housing,  and 
the  appraisal  cannot  be  made  by  the  em- 
ployer institution  or  any  officer,  trustee,  or 
employee  thereof. 

The  committee  does  not  intend  that  a  new 
appraisal  must  be  obtained  each  year.  How- 


ever, the  committee  intends  that  the  ap- 
praisal must  be  reviewed  annually,  in  a 
manner  prescribed  by  the  Secretary,  but 
that  such  review  should  not  impose  undue 
cost  on  the  educational  institution. 

Accordingly,  under  the  .safe-harbor  valu- 
ation rule  of  the  Senate  amendment,  if  the 
rent  paid  for  qualified  campus  lodging  is 
equal  to  or  exceeds  on  an  annualized  basis 
five  percent  of  the  value  determined  by 
such  an  appraisal,  no  amount  is  included,  on 
account  of  such  housing,  in  the  employee's 
gross  income  for  income  tax  purposes  or  in 
the  wage  or  benefit  base  for  social  security 
and  other  employment  tax  purposes. 

The  provision  applies  to  lodging  furnished 
to  any  employee  of  the  educational  institu- 
tion (or  to  the  employee's  spouse  or  depend- 
ents), including  nonfaculty  employees,  for 
use  as  a  residence,  if  the  employer-fur- 
nished lodging  is  located  on  a  campus  of.  or 
in  the  proximity  of,  the  educational  institu- 
tion. 

If  no  appraisal  is  obtained  that  meets  the 
requirements  of  the  provision,  then  the  fair 
rental  value  for  tax  purposes  is  to  be  deter- 
mined in  the  manner  as  would  be  done 
absent  a  special  rule,  taking  into  account  all 
the  relevant  facts  and  circumstances.  This 
does  not  preclude  a  taxpayer  whose  apprais- 
al is  found  defective  from  subsequently  ob- 
taining a  qualified  appraisal  and  using  the 
safe-harbor  rule.  For  purposes  of  applying 
the  first  sentence  of  this  paragraph  to  de- 
termine the  fair  rental  value  of  campus 
lodging,  the  average  of  the  rentals  paid  by 
individuals  (other  than  employees  or  stu- 
dents of  the  educational  institution)  during 
such  year  for  lodging  provided  by  the  educa- 
tional institution  that  is  comparable  to  the 
campus  lodging  provided  to  the  employee  is 
to  be  considered  the  fair  rental  value. 

The  new  provision  relating  to  qualified 
campus  lodging  does  not  affect  the  applica- 
bility of  section  119(a)  to  lodging  that  quali- 
fies for  the  exclusion  in  section  119(a). 

The  provision  applies  for  taxable  years  be- 
ginning after  December  31,  1985. 

For  prior  taxable  years,  it  is  intended  (1) 
that  the  IRS  is  to  follow  the  safe-harbor 
valuation  rule  of  the  bill  as  if  in  effect  for 
those  years  (except  with  respect  to  any 
amount  of  value  of  campus  lodging  that  was 
treated  by  the  taxpayer  as  wages  or  includ- 
ed in  income  when  furnished),  and  (2)  that 
the  value  of  the  property  as  assessed  by 
State  or  local  tax  authorities  for  State  or 
local  property  tax  purposes  is  to  be  treated 
as  if  it  were  the  value  determined  by  a  quali- 
fied appraisal. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment  (including  the 
directive  to  the  IRS  with  respect  to  prior 
taxable  years). 
8.  Health  Benefits  for  Retirees 
Present  Law 
Under  present  law,  special  deduction 
timing  rules  and  deduction  limits  govern  the 
deductibility  of  employer  contributions  to  a 
welfare  benefit  fund  (sec.  419).  The  deduc- 
tion limit  for  any  taxable  year  may  include 
a  reserve  to  provide  certain  post-retirement 
medical  benefits.  This  reserve  is  computed 
under  the  assumption  that  the  medical  ben- 
efits provided  to  retirees  will  have  the  same 
cost  as  medical  benefits  currently  provided 
to  retirees.  Thus,  future  inflation  is  not  to 
be  taken  into  account  and  it  is  to  be  as- 
sumed that  the  level  of  utilization  will  not 
increase  in  the  future. 

The     Deficit     Reduction     Act     of     1984 
(DEFRA)    directed    the    Secretary    of    the 


Treasury  to  study  the  possible  means  of 
providing  minimum  standards  for  employee 
participation,  vesting,  accrual,  and  funding 
under  welfare  benefit  plans  for  current  and 
retired  employees  (including  separated  em- 
ployees). The  Secretary  was  required  to 
report  to  the  Congress  with  respect  to  the 
study  by  February  1.  1985.  This  study  has 
not  yet  been  completed. 

House  Bill  . 

No  provision. 

Senate  Amendment 

The  Senate  amendment  provides  that  pro- 
jected increases  in  medjcal  costs  may  be 
taken  into  account  in  the  funding  for  post- 
retirement  medical  benefits.  The  amount  of 
such  projected  increases  that  is  to  be  used  is 
determined  under  an  index  specified  by  the 
Secretary  of  the  Treasury.  Thus,  under  the 
Senate  amendment,  the  account  limit  for 
post-retirement  medical  benefits  under  a 
welfare  benefit  fund  is  not  limited  to  the 
projected  costs  of  such  benefits  assuming  no 
increase  -r.  medical  costs  until  such  in- 
creases occur. 

In  addition,  the  Senate  amendment  ex- 
tends the  due  date  of  the  study  of  retiree 
benefits  mandated  by  DEFRA  to  the  date 
that  is  one  year  after  the  date  of  enactment 
of  the  bill. 

The  provision  relating  to  th^  funding  of 
retiree  medical  benefits  is  effective  for  tax- 
able years  beginning  after  December  31, 
1986.  The  extension  of  the  due  date  of  the 
study  required  by  DEFRA  is  effective  on 
the  date  of  enactment. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  except  that  it  adopts  the  Senate 
amendment  regarding  the  due  date  of  the 
Treasury  study. 

9.  Accrued  Vacation  Pav 

Present  Law 
Under  present  law,  an  accrual-method  tax- 
payer generally  is  permitted  a  deduction  in 
the  taxable  year  in  which  all  the  events 
have  occurred  that  determine  the  fact  of  a 
liability  and  the  amount  thereof  can  be  de- 
termined with  reasonable  accuracy  (the 
all-events  "  test).  In  determining  whether 
an  amount  has  been  incurred  with  respect 
to  any  item  during  the  taxable  year,  all 
evenu  that  esUblish  liability  for  such 
amount  are  not  treated  as  having  occurred 
any  earlier  than  the  time  economic  per- 
formance occurs  (sec.  461(h) >.  With  respect 
to  a  liability  that  arises  as  a  result  of  an- 
other person's  providing  services  to  the  tax- 
payer (such  as  the  liability  to  provide  vaca- 
tion pay  in  exchange  for  services  by  an  em- 
ployee), economic  performance  generally 
occurs  when  such  other  person  provides  the 
services. 

Under  present  law.  an  exception  applies 
under  which  cerUin  expenses  may  be  treat- 
ed as  incurred  in  the  taxable  year  in  which 
the  "all-events "  test  is  otherwise  met  even 
though  economic  performance  has  not  yet 
occurred.  This  exception  applies  if  four  con- 
ditions are  met:  (1)  the  ■'all-events  "  test  (de- 
termined without  regard  to  economic  per- 
formance) is  satisfied  with  respect  to  the 
item  during  the  Uxable  year:  (2)  economic 
performance  occurs  within  a  reasonable 
period  (but  in  no  event  more  than  8'-^ 
months)  after  the  close  of  the  taxable  year: 
(3)  the  item  is  recurring  in  nature  and  the 
taxpayer  consistently  from  year  to  year 
treats  items  of  that  type  as  incurred  in  the 
taxable  year  in  which  the  all-evenu  test  is 
met:  and  (4)  either  (a)  the  item  is  not  mate- 
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rial,  or  (b)  the  accrual  of  the  item  in  the 
year  in  which  the  all-events  test  is  met  re- 
sults in  a  better  matching  of  the  item  with 
the  income  to  which  it  relates  than  would 
result  from  accruing  the  item  in  the  year  in 
which  economic  performance  occurs.  This 
exception  does  not  apply  to  workers'  com- 
pensation or  tort  liabilities. 

In  order  to  ensure  the  proper  matching  of 
income  and  deductions  in  the  case  of  de- 
ferred benefits  (such  as  vacation  pay  earned 
in  the  current  taxable  year,  but  paid  in  a 
subsequent  year)  for  employees,  an  employ- 
er generally  is  entitled  to  claim  a  deduction 
in  the  taxable  year  of  the  employer  in 
which  ends  the  taxable  year  of  the  employ- 
ee in  which  the  l)enefit  is  includible  in  gross 
income  (sec.  404(b)).'  Consequently,  an  em- 
ployer is  entitled  to  a  deduction  for  vacation 
pay  in  the  taxable  year  of  the  employer  in 
which  ends  the  earlier  of  the  taxable  year 
of  the  employee  for  which  the  vacation  pay 
(1)  vests  (if  the  vacation  pay  plan  is  funded 
by  the  employer),  or  (2)  is  paid. 

An  exception  to  this  rule  applies  to 
amounts  that  are  paid  within  2'2  months 
after  the  close  of  the  taxable  year  of  the 
employer  in  which  the  vacation  pay  is 
earned.  Such  amounts  are  not  subject  to  the 
deduction-timing  rules  applicable  to  de- 
ferred benefits,  but  are  subject  to  the  gener- 
al rules  under  which  an  employer  is  entitled 
to  a  deduction  when  economic  performance 
occurs  (i.e..  when  the  services  of  the  em- 
ployee for  which  vacation  pay  is  earned  are 
performed).  Because  amounts  paid  within 
2'''j  months  after  the  close  of  the  employer's 
taxable  year  generally  will  qualify  for  the 
exception  to  the  economic  performance  re- 
quirements, such  amounts  generally  will  be 
deductible  for  the  preceding  taxable  year 
(the  year  in  which  the  vacation  pay  is 
earned). 

Under  a  special  rule  of  present  law.  an  em- 
ployer may  make  an  election  under  section 
463  to  deduct  an  amount  representing  a  rea- 
sonable addition  to  a  reserve  account  for  va- 
cation pay  (contingent  or  vested)  earned  by 
employees  before  the  close  of  the  current 
year  and  expected  to  be  paid  by  the  close  of 
that  year  or  within  12  months  thereafter. 
House  Bill 

Under  the  bill,  the  special  rule  allowing  a 
deduction  for  additions  to  a  reserve  account 
for  vacation  pay  (sec.  463)  is  limited  to  the 
vacation  pay  that  is  paid  during  the  current 
taxable  year  or  within  S'j  months  after  the 
close  of  the  taxable  year  of  the  employer 
with  respect  to  which  the  vacation  pay  was 
earned  by  the  employees.  The  provision  ap- 
plies to  taxable  years  beginning  after  De- 
cember 31.  1985. 

Senate  Amendment 
The  Senate  amendment  follows  the  House 
bill,  except  that  it  applies  to  taxable  years 
beginning  after  December  31.  1986. 
Conference  Agreement 
The   conference    agreement    follows    the 
Senate  amendment. 
10.  Military  Fringe  Beneflts 

Present  Law 
Under  current  law.  a  variety  of  benefits 
provided  to  military  personnel  and  their  de- 
pendents is  excludable  from  gross  income. 
These  exclusions  are  by  statute,  regulation. 
or  long-standing  administrative  practice. 
House  Bill 
No  provision. 
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'  Special  deduction.timing  rules  apply  lo  benefits 
provided  under  a  qualified  pension,  profit-sharing, 
or  stock  bonus  plan. 


Senate  Amendment 
No  provision. 

Conference  Agreement 
The  conferees  believe  that  rules  for  the 
tax  treatment  of  military  benefits  should  be 
consolidated  and  set  forth  in  one  statutory 
provision.  This  will  better  enable  taxpayers 
and  the  IRS  to  understand  and  administer 
the  tax  rules.  Also,  consolidation  of  these 
rules  will  make  clear  the  intent  of  the  con- 
ferees that,  consistent  with  the  treatment 
of  benefits  generally  in  the  Tax  Reform  Act 
of  1984.  any  benefits  for  military  personnel 
that  are  not  expressly  excluded  under  the 
new  provision  or  under  other  statutory  pro- 
visions of  the  Code  (e.g..  sec.  132)  are  includ- 
ible in  gross  income.  The  provision  does  not 
alter  the  definition  of  wages  for  withhold- 
ing tax  purposes. 

The  conference  agreement  excludes  from 
income  benefits  which  were  authorized  by 
law  on  September  9,  1986.  and  which  were 
excludable  from  income  on  such  date.  Bene- 
fits are  excludable  only  to  the  extent  of  the 
amount  authorized  and  excludable  on  Sep- 
tember 9.  1986.  except  that  adjustments 
may  be  made  pursuant  to  a  provision,  of  law 
or  regulation  in  effect  on  September  9.  1986. 
if  the  adjustments  are  determined  by  refer- 
ence to  fluctuations  in  cost,  price,  currency 
or  other  similar  index. 

The  conferees  understand  that  the  allow- 
ances which  were  authorized  on  September 
9.  1986.  and  excludable  from  gross  income 
on  such  date  are  limited  to  the  following: 
veteran's  benefits  authorized  under  28 
U.S.C.  sec.  3101:  medical  benefits  authorized 
under  50  U.S.C.  sec.  2005  or  10  U.S.C.  sees. 
1071-1083;  combat  zone  compensation  and 
combat  related  benefits  authorized  under  37 
U.S.C.  sec.  310;  disability  benefits  author- 
ized under  10  U.S.C.  chapter  61;  professional 
education  authorized  under  10  U.S.C.  sees. 
203.  205.  or  141:  moving  and  storage  author- 
ized under  37  U.S.C.  sees.  404-412:  group 
term  life  insurance  authorized  under  38 
U.S.C.  sees.  404-412;  premiums  for  survivor 
and  retirement  protection  plans  authorized 
under  10  U.S.C.  sees.  1445-1447;  mustering 
out  payments  authorized  under  10  U.S.C. 
sec.  771a(b)(3);  subsistence  allowances  au- 
thorized under  37  U.S.C.  sees.  209.  402;  uni- 
form allowances  authorized  under  37  U.S.C. 
.sees.  415-418:  housing  allowances  authorized 
under  37  U.S.C.  sees.  403.  403a.  or  405;  over- 
seas cost-of-living  allowances  authorized 
under  37  U.S.C.  sec.  405;  evacuation  allow- 
ances authorized  under  47  U.S.C.  sec.  405a; 
family  separation  allowances  authorized 
under  37  U.S.C.  sec.  427;  death  gratuities  au- 
thorized under  10  U.S.C.  sees.  1475-1480:  in- 
terment allowances  authorized  under  10 
U.S.C.  sees.  1481-1482;  travel  for  consecutive 
overseas  tours  authorized  under  37  U.S.C. 
sec.  411:  emergency  assistance  authorized 
under  10  U.S.C.  sec.  133  and  37  U.S.C  chap- 
ter 1;  family  counseling  services  authorized 
under  10  U.S.C.  sec.  133;  defense  counsel  au- 
thorized under  10  U.S.C.  sees.  133.  801-940. 
or  1181-1187;  burial  and  death  services  au- 
thorized under  10  U.S.C.  sec.  1481-1482:  edu- 
cational assistance  authorized  under  10 
U.S.C.  141  and  37  U.S.C.  sees.  203,  209;  de- 
pendent education  authorized  under  20 
U.S.C.  sec.  921  and  10  U.S.C.  sec.  7204; 
dental  care  for  military  dependents  author- 
ized under  10  U.S.C.  sees.  1074  or  1078:  tem 
porary  lodging  in  conjunction  with  certain 
orders  authorized  under  37  U.S.C.  sec.  404a; 
travel  to  a  designated  place  in  conjunction 
with  reassignment  in  a  dependent-restricted 
status  authorized  under  37  U.S.C.  sec.  406; 
travel  in  lieu  of  moving  dependents  during 
ship    overhaul    or    inactivation    authorized 


under  37  U.S.C.  sec.  406b;  annual  round  trip 
for  clependent  students  authorized  under  37 
U.S.C.  sec.  430;  travel  for  consecutive  over- 
seas tours  (dependents)  authorized  under  37 
U.S.C.  sec.  411b;  and  travel  of  dependents  to 
a  burial  site  authorized  under  37  U.S.C.  sec. 
4Uf. 

The  conferees  intend  this  list  to  be  an  ex- 
haustive list  of  the  allowances  excludable 
under  the  new  provision.  The  list  is  not  in- 
tended, however,  to  limit  benefits  which  are 
excludable  under  another  section  of  the 
Code.  Further,  the  conferees  understand 
that  there  may  be  benefits  which  may  have 
been  unintentionally  omitted  from  the  list. 
Accordingly,  the  Secretary  of  the  Treasury 
is  authorized  to  expand  the  list  if  the  Secre- 
tary finds  that  a  benefit  should  have  been 
included,  i.e..  that  the  benefit  is  a  cash  or 
reimbursement  benefit  which  was  author- 
ized on  September  9.  1986,  and  excludable 
from  income  on  such  date.  Except  as  provid- 
ed in  the  preceding  sentence,  the  Secretary 
of  the  Treasury  may  not.  by  regulation  or 
otherwise,  expand  the  definition  of  excluda- 
ble military  benefits. 

The  provision  is  effective  for  taxable 
years  beginning  after  December  31.  1986. 

0.  ChangcH  RelatinK  to  Kmployev  Stock 
Owneri-hip  Plans 

Present  Law 

An  employee  stock  ownership  plan 
CESOP")  is  a  qualified  stock  bonus  plan  or 
a  combination  of  a  stock  bonus  and  a  money 
purchase  pension  plan  which  may  be  uti- 
lized as  a  technique  of  corporate  finance 
and  under  which  employer  stock  is  held  for 
the  benefit  of  employees.  The  stock,  which 
is  held  by  one  or  more  tax-exempt  trusts 
under  the  plan,  may  be  acquired  through 
direct  employer  contributions  or  with  the 
proceeds  of  a  loan  to  the  trust  (or  trusts). 
An  ESOP  must  be  designed  to  be  invested 
primarily  in  employer  securities. 

ESOPs  are  subject  to  the  requirements 
generally  applicable  to  qualified  plans.  A 
qualified  plan  is  required  to  meet  minimum 
standards  relating  to  coverage  (sec.  410)  and 
vesting  (sec.  411).  Also,  a  qualified  plan 
cannot  discriminate  in  favor  of  employees 
who  are  officers,  shareholders,  or  highly 
compensated  (sec.  401(a)(4)). 

Unless  a  participant  otherwise  elects  in 
writing,  the  payment  of  benefits  from  a 
qualified  plan  generally  must  begin  no  later 
than  60  days  after  the  close  of  the  plan  year 
in  which  occurs  the  latest  of  (1)  the  date  on 
which  the  participant  attains  the  normal  re- 
tirement age  under  the  plan  (or  age  65,  if 
earlier),  (2)  the  10th  anniversary  of  the  year 
the  participant  commenced  participation  in 
the  plan,  or  (3)  the  date  the  participant  sep- 
arates from  service.  In  no  event  can  distri- 
bution be  deferred  beyond  the  required  be- 
ginning date  (sec.  401(a)(9)). 

An  ESOP  that  is  top-heavy  is  also  subject 
to  the  qualification  rules  applicable  general- 
ly to  top-heavy  plans,  including,  for  exam- 
ple, accelerated  vesting  and  limits  on  includ- 
ible compensation. 

In  addition  to  the  generally  applicable 
qualification  rules,  ESOPs  must  satisfy  spe- 
cial qualification  requirements.  For  exam- 
ple, an  ESOP  that  is  maintained  by  an  em- 
ployer that  has  registration-type  securities 
must  provide  that  each  participant  is  enti- 
tled to  direct  the  trustee  how  to  vote  shares 
allocated  to  the  participant's  account.  If  the 
employer  maintaining  the  ESOP  does  not 
have  registration-type  securities,  the  ESOP 
must  provide  that  each  participant  is  enti- 
tled to  direct  the  trustee  in  the  exercise  of 
voting  rights  on  any  corporate  issue  that,  by 
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law  or  charter,  must  be  decided  by  more 
than  a  majority  vote  of  outstanding 
common  shares  voted  (sec.  409(e)(3)). 

An  ESOP  must  provide  that  participants 
have  the  right  to  demand  that  benefits  be 
distributed  in  the  form  of  employer  securi- 
ties. If  the  employer  securities  are  not  read- 
ily tradable,  the  employer  must  provide  par- 
ticipants with  a  "put  option",  that  is.  the 
right  to  require  that  the  employer  repur- 
chase the  securities  under  a  fair  valuation 
formula.  If  the  put  option  is  exercised,  pro- 
vision for  payment  must  be  reasonable.  If 
payment  is  deferred,  the  payment  provi- 
sions will  not  be  considered  reasonable 
unless  the  employer  provides  security  and  a 
reasonable  rate  of  interest. 

In  order  to  limit  the  extent  to  which  indi- 
viduals can  use  tax-favored  arrangements  to 
provide  for  employee  benefits  under  a  quali- 
fied plan,  present  law  (sec.  415)  provides 
overall  limits  on  contributions  and  benefits 
under  qualified  pension,  profit-sharing,  and 
stock  bonus  plans.  Present  law  provides  a 
special  limitation  on  annual  additions  under 
an  ESOP.  Under  this  special  rule,  the  usual 
dollar  limit  on  annual  additions  ($30,000  for 
1986)  is  increased  if  the  ESOP  provides  that 
no  more  than  one-third  of  the  employer 
contributions  for  the  year  are  allocated  to 
the  group  of  employees  consisting  of  offi- 
cers, 10-percent  shareholders,  and  highly 
compensated  employees  (i.e..  employees 
whose  annual  compensation  exceeds  twice 
the  dollar  limit  on  annual  additions  or 
$60,000)  (sec.  415(e)(6)). 

Special  tax  benefits  are  available  with  re- 
spect to  certain  transactions  involving 
ESOPs,  including  the  exclusion  of  50  per- 
cent of  the  interest  income  received  by  a 
bank,  insurance  company,  or  a  corporation 
actively  engaged  in  the  business  of  lending 
money  with  respect  to  loans  used  to  finance 
the  acquisition  of  employer  .securities,  the 
deduction  of  dividends  paid  to  ESOP  partici- 
pants, the  deferral  oT  gain  on  certain  sales 
of  stock  to  an  ESOP  .aid  the  assumption  of 
estate  tax  liability  by  an  ESOP. 

An  ESOP  under  which  an  employer  con- 
tributes employer  securities  (or  cash  with 
which  to  acquire  employer  securities)  in 
order  to  qualify  for  a  credit  against  income 
tax  liability  is  referred  to  as  a  tax  credit 
ESOP.  The  tax  credit  is  limited  to  a  pre- 
scribed percentage  of  the  aggregate  compen- 
sation of  all  employees  under  the  plan. 
Under  present  law,  no  tax  credit  is  allowed 
after  1987. 

Tax  credit  ESOPs  are  subject  to  the  re- 
quirements generally  applicable  to  qualified 
plans  and  ESOPs.  In  addition,  tax  credit 
ESOPs  are  subject  to  special  qualification 
requirements.  In  general,  employer  securi- 
ties allocated  to  an  employee's  account 
under  a  tax  credit  ESOP  may  not  be  distrib- 
uted before  the  end  of  the  84th  month  after 
the  month  in  which  the  securities  are  allo- 
cated. This  limitation  does  not  apply  to  dis- 
tributions of  securities  in  the  case  of  the 
employee's  separation  from  service,  death, 
or  disability,  or  in  the  case  of  certain  corpo- 
rate acquisitions.  Distributions  of  employer 
securities  are  generally  not  permitted  upon 
termination  of  a  tax  credit  ESOP  unless  the 
84-month  rule  is  satisfied. 

House  Bill 
Changes  in  qualification  requirements  relat- 
ing to  ESOPs 
Vesting 

Under  the  House  bill,  any  ESOP  that  is 
not  top  heavy  is  required  to  provide  that  a 
participant's  right  to  the  accrued  benefit  de- 
rived   from    employer    contributions    must 


l)ecome  nonforfeitable  no  more  slowly  than 
under  a  special  10-year  graded  vesting 
schedule. 
Nondiscrimination  rules 
Under  the  House  bill,  no  more  than  one- 
third  of  the  employer's  contributions  for  a 
year  may  be  allocated  to  the  group  of  em- 
ployees consisting  of  officers,  10-percent 
shareholders  or  highly  compensated  individ- 
uals. An  individual  is  considered  highly  com- 
pensated if  the  individual's  compensation 
exceeds  an  amount  equal  to  200  percent  of 
the  dollar  limit  on  annual  additions  to  a  de- 
fined conlrioution  plan  (i.e..  for  1985.  200 
percent  of  $ao.OOO,  or  $60,000). 

The  bill  limits  the  amount  of  compensa- 
tion that  can  be  taken  into  account  under 
any  qualified  plan,  including  an  ESOP.  The 
limit  is  7  times  the  defined  contribution 
plan  dollar  limit  ($175,000  for  1986). 
Voting  rights 

Under  the  House  bill,  if  the  employer  does 
not  have  registration-type  securities,  then 
( 1 )  participants  with  fewer  than  10  years  of 
participation  must  have  the  right  to  direct 
the  trustee  to  vote  allocated  securities  with 
respect  to  any  corporate  matter  that,  by  law 
or  charter,  must  be  decided  by  more  than  a 
majority  vote,  and  (2)  participants  with  10 
or  more  years  of  participation  must  have 
the  right  to  direct  the  trustee  to  vote  allo- 
cated securities  on  all  issues. 
Diversification  of  investments 
The  House  bill  requires  an  ESOP  to  offer 
partial  diversification  elections  to  partici- 
pants who  meet  certain  age  and  participa- 
tion requirements  (qualified  employees). 
Under  the  bill,  a  qualified  employee  must  be 
entitled  annually  during  any  diversification 
election  period  occurring  within  the  employ- 
ee's qualified  election  period  to  direct  diver- 
sification of  up  to  25  percent  of  the  partici- 
pants  account  balance  (50  percent  after  at- 
tainment of  age  60).  To  the  extent  that  a 
participant  elects  to  diversify  a  portion  of 
the  account  balance,  the  bill  requires  an 
ESOP  to  offer  at  least  three  investment  op- 
tions not  inconsistent  with  regulations  pre- 
scribed by  the  Secretary  and  to  complete 
the  diversification  within  a  specified  period. 
Distribution  to  the  participant  within  90 
days  after  the  close  of  the  annual  diversifi- 
cation election  period  of  an  amount  not  to 
exceed  the  maximum  amount  for  which  a 
participant  elected  diversification  is  deemed 
to  satisfy  the  diversification  requirement. 
Timing  of  distributions 
Under  the  House  bill,  an  ESOP  must 
permit  earlier  distributions  to  employees 
who  separate  from  service  before  normal  re- 
tirement age.  Unless  an  employee  otherwise 
elects  in  writing,  the  payment  of  benefits 
from  an  ESOP  must  begin  no  later  than  60 
days  after  the  end  of  the  plan  year  follow- 
ing the  plan  year  in  which  the  employee 
separates  from  service.  However,  to  the 
extent  a  particpant's  account  balance  con- 
sists of  securities  which  were  financed  by  an 
acquisition  loan,  the  distribution  does  not 
have  to  be  made  until  60  days  after  the 
close  of  the.  plan  year  in  which  the  loan  is 
repaid. 

The  rules  added  by  the  House  bill  are  in- 
tended as  an  acceleration  of  the  otherwise 
applicable  benefit  commencement  date.  Ac- 
cordingly, if  the  general  rules  (sees. 
401(a)(9)  and  401(a)(14))  would  require  the 
commencement  of  distributions  at  an  earlier 
date,  those  general  rules  would  override  this 
special  ESOP  rule. 


Put  option  requirements 
The  House  bill  generally  retains  the 
present-law  requirement  that  a  participant 
who  receives  a  distribution  of  employer  se- 
curities from  an  ESOP  must  be  given  a  put 
option  with  respect  to  distributed  employer 
securities  that  are  not  readily  tradable. 
However,  the  bill  modifies  the  permissible 
periods  over  which  the  employer  may  pay 
the  option  price  to  the  participant. 

For  a  participant  who  receives  a  lump-sum 
distribution  of  employer  securities  from  an 
ESOP  and  exercises  the  put  option,  the  em- 
ployer must  pay  the  option  price  to  the  par- 
ticipant in  substantially  equal  annual  in- 
stallments over  a  period  not  exceeding  5 
years  and  beginning  no  later  than  30  days 
after  the  close  of  the  60-day  option  period. 
The  employer  must  provide  security  for  the 
installment  payments  and  reasonable  inter- 
est. 

For  a  participant  who  receives  a  distribu- 
tion of  employer  securities  from  an  ESOP 
other  than  a  lump-sum  distribution  and 
elects  to  exercise  the  put  option,  the  em- 
ployer must  pay  the  full  amount  of  the 
option  price  to  the  participant  no  later  than 
90  days  after  the  exercise  of  the  option. 
Independent  appraiser 
Under  the  House  bill,  all  valuations  of  em- 
ployer securities  contributed  to  or  pur- 
chased by  an  ESOP  with  respect  to  activi- 
ties carried  on  by  the  plan  must  be  made  by 
an  independent  appraiser  (within  the  mean- 
ing of  section  170(a)(1)).  The  appraiser's 
name  must  be  reported  to  the  Internal  Rev- 
enue Service. 
Effective  Dates 

The  qualification  requirements  added  by 
the  House  bill  apply  to  stock  acquired  after 
December  31.  1985. 

Tax  credit  employee  stock  ownership  plans 
Repeal  of  employee  stock  ownership  credit 
The  House  bill  repeals  the  special  ESOP 
tax  credit  for  compensation  paid  or  accrued 
after  1985. 
Distribution  requirements 
The   House   bill   amends   the    tax   credit 
ESOP  distribution  provisions  to  permit  cer- 
tain  distributions   upon   plan   termination. 
Distributions  eligible  to  be  made  upon  plan 
termination  must  consist  of  the  entire  bal- 
ance to  the  credit  of  the  participant.  The 
provision  is  effective  for  termination  distri- 
butions made  after  December  31,  1984. 
Certain  additional  tax  benefits  relating  to 
ESOPs 
The  House  bill  generally  repeals  the  spe- 
cial tax  incentives  for  ESOP  financing  at 
the  end  of  1988.  Transition  rules  are  provid- 
ed. 

Senate  Amendment 
Statement  of  Congressional  policy 

Under  the  Senate  amendment,  a  state- 
ment of  Congressional  policy  with  respect  IQ 
ESOPs  is  adopted.  This  statement  points 
out  that  the  Congress,  in  a  series  of  applica- 
ble laws  and  under  the  amendment,  has  re- 
flected its  interest  in  encouraging  ESOPs  as 
a  bold  and  innovative  tool  of  corporate  fi- 
nance for  purposes  of  strengthening  the  pri- 
vate free  enterprise  system.  The  statement 
describes  the  policy  of  the  Congress  that 
ESOPs  be  used  in  a  wide  variety  of  corpo- 
rate financing  transactions  in  order  to  en- 
courage the  participation  of  employees  as 
beneficiaries  of  such  transactions.  The 
statement  makes  clear  Congressional  con- 
cern that  the  policy  articulated  by  the  Con- 
gress will  be  made  unattainable  by  regula- 
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tions  and  rulings  that  (1)  characterize 
ESOPs  as  conventional  retirement  plans.  (2) 
reduce  the  freedom  of  ESOPs  and  employ- 
ers to  take  the  necessary  steps  to  utilize 
ESOPs  in  a  wide  variety  of  corporate  financ- 
ing transactions,  and  (3)  impede  the  estab- 
lishment and  success  of  these  plans. 
Changes  in  qualification  requiremenls  relat- 
ing to  ESOPs 
Vesting 

The  Senate  amendment  does  not  contain 
a  special  vesting  provision  for  ESOPs.  How- 
ever, the  amendment  requires  all  single-em- 
ployer qualified  plans,  including  ESOPs.  to 
satisfy  one  of  two  alternative  vesting  sched- 
ules. Under  the  first  schedule,  a  participant 
must  be  100  percent  vested  after  5  years  of 
service.  Under  the  second  schedule,  a  partic- 
ipant must  vest  no  more  slowly  than  under 
a  7-year  graded  vesting  schedule. 

Nondiscrimination  rules 

The  Senate  sunendment  does  not  apply 
special  nondiscrimination  rules  to  ESOPs. 
but  ESOPs  generally  are  subject  to  the 
changes  made  by  the  amendment  to  quali- 
fied plan  requirements.  Also,  the  Senate 
amendment  provides  that  no  more  than 
$200,000  of  compensation  may  be  taken  into 
account  under  any  qualified  plan,  including 
an  ESOP. 

Voting 

The  Senate  amendment  eliminates  the 
pass-through  voting  requirements  of 
present  law  in  the  case  of  employer  securi- 
ties issued  by  certain  newspapers  whose 
stock  is  not  readily  traded  and  also  permits 
ESOPs  established  by  such  employers  to  ac- 
quire nonvoting  common  stock  in  certain 
cases. 

Timing  of  distributions 

Under  the  Senate  amendment,  an  ESOP  is 
to  permit  earlier  distributions  to  employees 
who  separate  from  service  before  normal  re- 
tirement age.  Unless  an  employee  otherwise 
elects  in  writing,  the  payment  of  benefits 
under  an  ESOP  must  begin  no  later  than 
one  year  after  close  of  the  plan  year  (1)  in 
which  the  participant  terminates  employ- 
ment due  to  retirement,  disability,  or  death, 
or  (2)  which  is  the  fifth  plan  year  following 
the  participant's  separation  from  service  for 
any  other  reason  (provided  the  participant 
does  not  return  to  service  with  the  employer 
prior  to  that  time).  For  purposes  of  apply- 
ing this  rule,  the  account  balance  of  a  par- 
ticipant does  not  include  securities  acquired 
pursuant  to  an  acquisition  loan  until  the 
close  of  the  plan  year  in  which  the  loan  is 
repaid.  As  under  the  House  bill,  the  rules 
added  by  the  Senate  amendment  are  intend- 
ed as  an  acceleration  of  the  otherwise  appli- 
cable benefit  commencement  date. 

The  Senate  amendment  also  provides 
that,  unless  the  participant  elects  a  longer 
distribution  period,  the  plan  may  provide 
distributions  over  a  period  not  longer  than  5 
years.  If  the  participant's  account  balance 
exceeds  $500,000.  this  distribution  period  is 
extended  by  one  year  (up  to  5  additional 
years)  for  each  $100,000  (or  fraction  there- 
of) by  which  the  account  balance  exceeds 
$500,000.  These  dollar  amounts  are  indexed 
at  the  same  time  and  in  the  same  manner  as 
the  dollar  limits  on  benefits  under  a  defined 
benefit  pension  plan  (sec.  415(d)). 

Put  option  requirements 

The  Senate  amendment  generally  retains 
the  present-law  requirement  that  a  partici- 
pant who  receives  a  distribution  of  employer 
securities  from  a  tax  credit  ESOP  or  a  lever- 
aged ESOP  must  be  given  a  put  option  with 
respect   to  distributed  employer  securities 


that  are  not  readily  tradable.  However,  the 
bill  modifies  the  permissible  periods  over 
which  the  employer  may  pay  the  option 
price  to  the  participant. 

In  the  case  of  a  total  distribution  of  em- 
ployer securities  to  a  participant  that  are 
put  to  the  employer,  the  Senate  amendment 
provides  that  the  employer  must  pay  the 
option  price  to  the  participant  in  substan- 
tially equal  annual  payments  over  a  period 
not  exceeding  5  years  and  beginning  not 
more  than  30  days  after  the  exercise  of  the 
put  option.  The  employer  is  not  required  to 
provide  security  with  respect  to  such  install- 
ment payments,  but  is  required  to  credit  a 
reasonable  rate  of  interest  with  respect  to 
the  outstanding  balance  of  the  option  ^srice. 
A  total  distribution  means  the  distribution 
within  one  taxable  year  of  the  recipient  of 
the  account  balance  under  the  plan. 

In  the  case  of  a  put  option  exercised  as 
part  of  an  installment  distribution,  the  em- 
ployer is  required  to  pay  the  option  price 
within  30  days  after  the  exercise  of  the 
option. 

Extension  of  put  option  requirements  to 
stock  bonus  plans 

Under  the  Senate  amendment,  distribu- 
tions of  nonreadily  tradable  securities  of  an 
employer  from  a  stock  bonus  plan  are  sub- 
ject to  the  put  option  requirements  applica- 
ble to  ESOPs. 

Modification  of  limitations  on  annual  ad- 
ditions to  ESOPs 

Under  the  Senate  amendment,  the  defini- 
tion of  an  employee  who  is  subject  to  the 
one-third  allocation  limit  for  purposes  of 
the  special  limitation  on  annual  additions  to 
ESOPs  (sec.  415(c)(6))  is  modified  to  con- 
form to  the  new  definition  of  highly  com- 
pensated employee  added  under  the  amend- 
ment for  purposes  of  qualified  pension, 
profit-sharing,  or  stock  bonus  plans,  and  for 
purposes  of  employee  benefit  plans. 

Effective  dates 

The  distribution  requirements  and  the  ex- 
tension of  the  put  option  requirement  to 
stock  bonus  plans  are  effective  with  respect 
to  distributions  attributable  to  stock  ac- 
quired after  December  3!.  1986.  The  put 
option  requirements  are  effective  for  distri- 
butions attributable  to  stock  acquired  after 
December  31.  1986.  except  that  a  plan  may 
elect  to  have  the  put  option  requiremenls 
apply  to  all  distribution  after  the  date  of  en- 
actment. The  modified  definition  of  highly 
compensated  employees  is  effective  for 
years  beginning  after  December  31.  1988. 
The  elimination  of  the  pass-through  voting 
requirements  for  certain  plans  of  newspa- 
pers is  effective  December  31.  1986.  The  pro- 
vision permitting  certain  plans  of  newspa- 
pers to  acquire  nonvoting  common  stock  is 
effective  with  respect  to  acquisitions  of  se- 
curities after  December  31.  1986. 
Tax  credit  employee  stock  ownership  plans 

Repeal  of  employee  stock  ownership  credit 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  repeal  of  the 
sp>ecial  ESOP  tax  credit  is  effective  for  com- 
pensation paid  or  accrued  after  December 
31.  1986. 

Distribution  requirements 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Certain  additional  tax  benefits  relating  to 
ESOPs 

Deduction  for  dividends  paid  on  ESOP 
stock 

Under  the  Senate  amendment,  effective 
for  taxable  years  beginning  after  the  date  of 


enactment,  the  deduction  for  dividends  paid 
on  ESOP  stock  is  expanded  to  apply  to  divi- 
dends that  are  used  to  repay  ESOP  loans. 
Such  repayments  are  not  treated  differently 
from  repayments  attributable  to  nondeduct- 
ible dividends  for  purposes  of  applying  the 
limit  on  employer  deductions  (sec.  404(j))  or 
for  purposes  of  applying  the  limitations  on 
benefits  and  contributions  (sec.  415). 

Partial   exclusion   of  interest   earned   on 
ESOP  loans 

The  Senate  amendment  modifies  the  50- 
percent  exclusion  for  interest  paid  on  secu- 
rities acquisition  loans  in  two  respects.  First, 
the  bill  provides  that  the  exclusion  is  also 
available  with  respect  to  a  loan  (with  an 
original  commitment  period  of  7  or  fewer 
years)  to  a  corporation  to  the  extent  that, 
within  30  days,  employer  securities  are 
transferred  to  the  plan  in  an  amount  equal 
to  the  proceeds  of  the  loan  and  such  contri- 
butions are  allocable  to  participants'  ac- 
counts within  one  year  after  the  dale  of  the 
loan.  Second,  the  definition  of  a  lender  eligi- 
ble for  the  interest  exclusion  is  amended  to 
include  a  regulated  investment  company  (as 
defined  in  sec.  851).  The  provision  is  gener- 
ally effective  for  loans  used  to  acquire  em- 
ployer securities  after  the  date  of  enact- 
ment. 

Estate  tax  exclusion  for  sales  to  employees 
The  Senate  amendment  permits  an  exclu- 
sion from  the  gross  estate  of  50  percent  of 
the  qualified  proceeds  from  a  qualified  sale 
of  employer  securities  by  the  executor  of  an 
estate  to  an  ESOP  before  the  due  dale  (in- 
cluding extensions)  of  the  estate's  lax 
return.  The  provision  is  effective  for  sales 
after  the  date  of  enactment  by  the  executor 
of  an  estate  required  to  file  a  return  after 
that  date. 

Conference  Agreement 
Statement  of  Congressional  policy 

The  conference  agreement  does  not  adopt 
the  statement  of  Congressional  policy  relat- 
ing to  ESOPs  contained  in  the  Senate 
amendment. 

Changes  in  qualification  requirements  relat- 
ing to  ESOPs 

Vesting 

The  conference  agreement  does  not  in- 
clude the  special  ESOP  vesting  provision 
contained  in  the  House  bill.  Of  course. 
ESOPs  are  subject  to  the  vesting  provisions 
applicable  to  all  qualified  plans  under  the 
conference  agreement. 

Nondiscrimination  rules 

The  conference  agreement  does  not  in- 
clude the  special  ESOP  nondiscrimination 
rules  contained  in  the  House  bill.  Of  course. 
ESOPs  are  subject  to  the  provisions  In  the 
conference  agreement  generally  applicable 
to  all  qualified  plans,  including,  for  exam- 
ple, the  coverage  and  minimum  participa- 
tion requirements  and  the  limit  on  includ- 
ible compensation. 

Voting 

The  conference  agreement  follows  the 
Senate  amendment.  The  conference  agree- 
ment clarifies  that  the  special  rules  for 
newspapers  apply  to  employers  (determined 
without  regard  to  the  controlled  group 
rules)  whose  stock  is  not  publicly  traded  and 
a  substantial  portion  of  whose  business  con- 
sists of  publishing  a  newspaper  for  general 
circulation  on  a  regular  basis. 

Diversification  of  investments 

The  conference  agreement  follows  the 
House  bill,  except  that  the  effective  date  of 
the  diversification  requirements  is  delayed 
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for  one  year.  Thus,  the  diversification  rules 
are  effective  with  respect  to  acquired  De- 
cember 31.  1986. 

Under  the  conference  agreement,  as  under 
the  House  bill,  a  'qualified  employee"  is  en- 
titled annually  during  the  participant's 
"qualified  election  period"  to  direct  diversi- 
fication of  up  to  25  percent  of  the  partici- 
pants  account  balance  (50  percent  after  at- 
tainment of  age  60).  Any  employee  who  has 
attained  age  55  and  completed  10  years  of 
participation  is  a  qualified  employee.  An 
employee  is  entitled  to  an  election  in  each 
year  within  the  qualified  election  period. 

In  meeting  the  diversification  require- 
ments, it  is  not  intended  that  plan  sponsors 
offer  employer  securities  as  one  of  the  di- 
versification options.  As  under  the  House 
bill,  the  diversification  requirement  can  be 
met  by  a  distribution  of  the  portion  of  the 
account  balance  for  which  diversification 
was  elected,  or  cash  in  lieu  thereof.  If, 
under  this  rule,  stock  is  distributed  in  satis- 
faction of  the  diversification  requirement, 
the  usual  put  option  rules  apply.  Amounts 
which  are  distributed  in  satisfaction  of  the 
diversification  requirement  may  be  rolled 
over  to  an  IRA  or  to  another  qualified  plan. 
The  diversification  requirement  Is  satisfied 
if  an  employer  provides  the  option  to  trans; 
fer  the  portion  of  the  account  balance  for 
which  diversification  is  elected  into  a  plan 
which  provides  for  employee-directed  in- 
vestment and  in  which  the  required  diversi- 
fication options  are  available. 
Timing  of  distributions 
The  conference  agreement  follows  the 
Senate  amendment. 
Put  option  requirements 
The  conference  agreement  follows  the 
Senate  amendment,  except  that  security  is 
required  if  the  employer  defers  payment  of 
the  option  price.  Thus,  as  under  the  House 
bill,  deferred  payments  are  not  permitted 
unless  the  emplo.ver  ;:i.-ovides  adequate  secu- 
rity. 
Extension  of  put  option  requirements  to 

stock  bonus  plans 
The    conference    agreement    follows    the 
Senate  amendment. 
Modification  of  limitations  on  annual  ad- 
ditions to  ESOPs 
The    conference    agreement    follows    the 
Senate  amendment. 
Independent  appraiser 
The    conference    agreement    follows    the 
House  bill,  except  that  valuation  by  an  inde- 
pendent appraiser  is  not   required   in   the 
case  of  employer  securities  which  are  read- 
ily   tradable    on    an    established    securities 
market.  The  requirement  is  effective  with 
respect  to  stock  acquired  after  December  31, 
1986. 

Tajc  credit  employee  stock  ownership  plans 
Repeal  of  employee  stock  ownership  credit 
The    conference    agreement    repeals    the 
ESOP  tax  credit  effective  for  compensation 
paid  or  accrued  after  December  31,  1986, 
Distribution  requirements 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

The  conferees  intend  that,  for  purposes  of 
the  rule  permitting  distributions  from  a  tax 
credit  ESOP  on  termination  of  the  plan,  a 
termination  includes  a  partial  termination 
of  such  a  plan  as  to  the  employees  of  a  par- 
ticular subsidiary  or  operating  trade  or  busi- 
ness in  situations  where  such  employees  no 
longer  have  a  significant  relationship  with 
the  sponsor  of  the  plan. 


Certain  additional  tax  benefits  relating  to 
ESOPs 
Deduction  for  dividends  paid  on  ESOP 

stock 
The    conference    agreement    follows    the 
Senate  amendment. 
Partial   exclusior    of  interest   earned   on 

ESVP  loans 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment.  Under  the  con- 
ference agreement,  the  interest  exclusion  is 
extended  to  refinancing  of  loans  used  to  ac- 
quire employer  securities  after  May  23, 
1984. 

Under  the  conference  agreement,  a  securi- 
ties acquisition  loan  which  otherwise  meeU 
the  requirements  of  section  133,  and  which 
is  described  in  either  section  133(b)(1)(B)  or 
section  133(b)(3)(B)  (see  the  technical  cor- 
rections provisions  of  the  Act),  qualifies  for 
the  partial  interest  exclusion  under  section 
133  if  the  total  commitment  period  of  the 
loan  does  not  exceed  7  years.  The  total  com- 
mitment period  includes  the  original  com- 
mitment period  of  the  loan  plus  the  commit- 
ment period  of  all  refinancings  of  the  loan. 
If  a  loan  which  otherwise  meets  the  re- 
quirements of  section  133  and  which  is  not 
described  in  either  section  133(b)(1)(B)  or 
section  133(b)(3)(B)  is  refinanced,  the  loan 
will  continue  to  qualify  for  the  partial  inter- 
est exclusion  under  section  133  if  the  total 
commitment  period  of  the  loan  does  not 
exceed  the  greater  of  7  years  or  the  original 
commitment  period  of  the  loan. 

If  a  securities  acquisition  loan  which 
qualifies  under  section  133  is  refinanced 
prior  to  the  date  of  enactment  of  this  Act 
and  the  repayment  period  of  the  loan  is  ex- 
tended, the  loan  will  continue  to  qualify 
under  section  133  with  respect  to  interest 
accruing  during  the  first  7  years  of  the  total 
commitment  period  of  the  loan.  Thus,  for 
example,  if.  prior  to  the  date  of  enactment, 
an  otherwise  qualified  securities  acquisition 
loan  with  an  original  commitment  period  of 
5  years  is  refinanced  for  an  additional  4 
years,  section  133  will  continue  to  apply 
with  respect  to  interest  accruing  in  the  first 
7  years  of  the  loan.  The  application  of  sec- 
tion 133  is  limited  to  interest  accured  during 
the  7-year  period  so  that  prepayment  of  in- 
terest that  has  not  yet  accrued  does  not 
qualify  for  the  partial  exclusion. 

Of  course,  any  refinancings  must  also 
comply  with  the  requirements  of  section 
4975. 

With  respect  to  loans  described  in  section 
133(b)(1)(B),  the  requirement  that  stock  be 
transferred  to  the  plan  within  30  days  is 
modified  to  provide  that  the  stock  must  be 
transferred  within  30  days  of  the  date  inter- 
est begins  to  accrue  on  the  loan.  Similarly, 
the  requirement  that  the  stock  must  be  allo- 
cated to  accounts  within  1  year  after  the 
loan  is  modified  to  provide  that  the  stock 
must  be  allocated  within  1  year  after  the 
date  interest  begins  to  accrue  on  the  loan. 

With  respect  to  the  provision  extending 
the  interest  exclusion  to  regulated  invest- 
ment companies,  the  conferees  intend  that  a 
regulated  investment  company  that  is  oth- 
erwise fully  invested  in  ESOP  obligations 
will  be  permitted  to  pay  out  exempt  interest 
obligations  despite  having  certain  amounts 
of  cash  or  other  assets  on  hand  at  the  end 
of  a  taxable  quarter,  and  expects  that  the 
Secretary  will  promulgate  appropriate  regu- 
lations in  this  regard. 

Because  only  50  percent  of  the  interest 
income  from  ESOP  loans  is  exempt  from 
tax,  the  conferees  understand  that  for  this 
purpose  it  may  be  appropriate  for  a  mutual 


fund  to  have  two  classes  of  stock,  one  of 
which  would  pay  exempt-interest  dividends 
and  the  other  of  which  would  pay  taxable 
dividends.   (Rev.   Rul.   74-177.    1974-1    C.B. 
165.)  Such  allocation  would  be  reflected  in 
the  notice  of  designation.   Any  such  two- 
class  arrangement  would  not  be  subject  to 
the  rules  of  section  654  (relating  to  series 
funds)  because  there  will  not  be  segregated 
portfolios  of  assets. 
Tax-deferred  rollover  of  gain  derived  from 
sales  of  slock  to  an  eligible  employee 
organization 
The  conference  agreement  does  not  con- 
tain the  provision  in  the  House  bill. 
Payment  of  estate  tax  by  an  employee  or- 
ganization 
The  conference  agreement  does  not   in- 
clude the  provision  in  the  House  bill. 
Estate  tax  exclusion  for  sales  to  ESOPs 
The    conference    agreement    follows    the 
Senate  amendment,  except  that  the  exclu- 
sion is  available  only  for  sales  after  the  date 
of  enactment  and  before  January  1.  1992. 
TITI.K  XII.  KORKICN  TAX  PROVISIONS 
\.  ForeiKn  Tax  Credit 
1.  Separate  Foreign  Tax  Credit  Limitations 
Present  Law 
The  foreign  tax  credit  is  determined  on  an 
■overall"  basis:  a  taxpayer  adds  up  its  net 
income  and  net  losses  from  all  sources  out- 
side the  United  States  and  calculates  one 
aggregate    limitation    based    on    the    total. 
Overall    (rather    than    country-by-country) 
foreign  tax  credit  limitations  are  calculated 
separately,  or  subject  to  special  rules,  for 
certain  categories  of  income  that  frequently 
bear  either  high  (for  example,  oil  extraction 
income)  or  low  (for  example.  FSC  dividends) 
rates  of  foreign  tax  or  that  can  easily  be 
earned  in  low-tax  countries  rather  than  in 
the  United  Stales  to  inflate  the  foreign  tax 
credit  limitation  (for  example,  passive  inter- 
est). The  reason  for  the  separate  limitations 
is  to  prevent  distortion  of  the  foreign  tax 
credit. 

House  Bill 
a.  Passive  income 

The  House  bill  replaces  the  separate  limi- 
tation for  passive  interest  income  with  a 
separate  limitation  for  passive  income  gen- 
erally. Passive  income,  for  this  purpose,  gen- 
erally is  any  income  of  a  kind,  which  would 
be  subpart  P  foreign  personal  holding  com- 
pany (FPHC)  income  as  that  category  of 
income  is  expanded  by  the  House  bill, 
except  that  foreign  currency  transaction 
gains  of  dollar  taxpayers  are  passive  income 
without  regard  to  the  business  needs  excep- 
tion generally  provided  in  the  House  bills 
new  subpart  F  rules  for  currency  gains.  For- 
eign personal  holding  company  inclusions 
(under  Code  sec.  551)  and  passive  foreign  in- 
vestment company  inclusions  (under  the^ 
House  bills  new  rules  for  such  entities)  are 
also  passive  income. 

The  separate  limitation  for  passive  income 
does  not  apply  to:  banking  and  insurance 
income  (which  is  subject  to  iU  own  separate 
limitation  (see  b..  below)):  shipping  income 
(Which  is  subject  to  its  own  separate  limita- 
tion (see  c.  below));  foreign  oil  and  gas  ex- 
traction income:  or  active  business  rents  and 
royalties  from  unrelated  parties. 

High-taxed  income  is  excluded  from  the 
separate  limitation  for  passive  income. 
b.  Financial  sennces  income 

The  House  bill  establishes  a  separate  limi- 
tation for  banking  and  insurance  income. 
For  this  purpose,  banking  and  insurance 
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income  is  any  income  derived  in  the  conduct 
of  a  banking,  financing,  or  similar  business, 
or  from  the  investment  by  an  insurance 
company  of  its  unearned  premiums  or  re- 
serves ordinary  and  necessary  for  the 
proper  conduct  of  its  insurance  business. 
Banking  and  insurance  income  also  includes 
any  income  of  a  kind  which  would  be  insur- 
ance income  under  subpart  P.  as  subpart  F 
is  amended  by  the  bill.  Subpart  P  insurance 
income  under  the  bill  generally  is  any 
income  attributable  to  the  issuing  (or  rein- 
suring) of  any  insurance  or  annuity  con- 
tract. However,  insurance  income  generally 
is  not  subject  to  current  taxation  under  sub- 
part P  if  the  risk  insured  is  in  the  country  in 
which  the  insurer  is  organized.  Por  purposes 
of  the  separate  limitation,  this  same-coun- 
try risk  exception  does  not  apply. 

c.  Shipping  income 

A  separate  limitation  is  applied  to  ship- 
ping income,  that  is,  income  of  a  kind  which 
would  be  foreign  base  company  shipping 
income  as  that  category  of  subpart  P 
income  is  expanded  by  the  House  bill. 

d.  Foreign  currency  translation  gains 

A  separate  limitation  for  foreign  currency 
translation  gains  is  established. 

e.  Look-through  rules 

In  applying  the  new  separate  limitations, 
certain  payments  from,  and  inclusions  with 
respect  to,  related  persons  are  subject  to 
look-through  rules  that  take  into  account 
the  income  of  the  payor. 
/  Effective  date 

The  new  foreign  tax  credit  limitation 
rules  generally  apply  to  taxable  years  begin- 
ning after  1985. 

A  transitional  rule  is  provided  for  foreign 
tax  credit  carryforwards  and  carrybacks; 
Carryforwards  from  a  pre-effective  date 
year  to  a  post-effective  date  year  can  offset 
U.S.  tax  on  only  the  same  kind  of  income, 
determined  under  the  House  bill's  new- 
rules,  as  the  income  on  which  the  foreign 
taxes  were  actually  paid.  Por  example,  pre- 
effective  date  foreign  taxes  on  portfolio  div- 
idend income  that  are  carried  to  a  post-ef- 
fective date  year  can  offset  the  U.S.  tax  on 
only  passive  income  in  that  later  year.  Car- 
rybacks from  a  post-effective  date  year  to  a 
pre-effective  date  year  can  offset  U.S.  tax 
on  only  the  same  kind  of  income,  deter- 
mined under  the  House  bills  new  rules,  as 
the  income  on  which  the  foreign  taxes  were 
actually  paid. 

Senate  Amendment 
o.  Passive  income 

Like  the  House  bill,  the  Senate  amend- 
ment replaces  the  separate  limitation  for 
passive  interest  income  with  a  separate  limi- 
tation for  passive  income  generally.  The 
Senate  amendment  defines  passive  income, 
for  this  purpose,  generally  as  any  income  of 
a  kind  which  would  be  subpart  P  foreign 
personal  holding  company  (FPHC)  income 
as  that  category  of  income  is  modified  by 
the  Senate  amendment.  (The  Senate 
amendment's  modifications  to  the  definition 
of  subpart  P  FPHC  income  differ  in  some 
respects  from  the  House  bills  modifications 
to  that  definition  (see  C.l.a..  below).)  FPHC 
inclusions  (under  Code  sec.  551)  and  passive 
foreign  investment  company  inclusions 
(under  the  Senate  amendment's  new  rules 
for  such  entities)  are  also  passive  income. 

Following  the  House  bill,  the  Senate 
amendment  excludes  from  the  separate  lim- 
itation for  passive  income:  banking  and  in- 
surance income  (other  than,  under  the 
Senate  amendment,  passive  banking  and  in- 
surance  income):   shipping   income   (other 


than,  under  the  Senate  amendment,  passive 
shipping  income):  foreign  oil  and  gas  extrac- 
tion income;  and  active  business  rents  and 
royalties  from  unrelated  parties. 

The  Senate  amendment  differs  from  the 
House  bill  in  excluding  from  the  separate 
limitation  for  passive  income;  interest  on 
working  capital  (as  under  current  law):  divi- 
dends on  working  capital  received  from  a 
regulated  investment  company;  and  high 
withholding  tax  interest  (which  is  subject  to 
its  own  .separate  limitation  under  the 
Senate  amendment  (see  A. 2.,  below)). 

The  Senate  amendment  does  not  include 
the  House  bill  provision  excluding  high- 
taxed  income  from  the  separate  limitation 
for  pa-ssive  income.  Instead,  under  the 
Senate  amendment,  the  Treasury  Depart- 
ment may  prescribe  anti-abuse  rules  to  pre- 
vent manipulation  of  the  character  of 
income  the  effect  of  which  is  to  avoid  the 
purposes  of  the  separate  limitation  for  pas- 
sive income  (or  any  other  separate  limita- 
tion). 

b.  Financial  services  income 
No  provision. 

c.  Shipping  income 
No  provision. 

d.  Foreign  currency  translation  gains 
No  provision. 

e.  Look-through  rules 

The  Senate  amendment  is  generally  the 
same  as  the  House  bill  except  that,  under  a 
•stacking  "  approach,  the  look-through  rule 
for  payments  by  related  persons  with  pas- 
sive income  treats  payments  as  first  attrib- 
utable to  the  payor's  passive  income  remain- 
ing after  any  subpart  P  FPHC  inclusion 
with  respect  to  the  payor. 
/.  Effective  date 

The  new  foreign  tax  credit  limitation 
rules  generally  apply  to  taxable  years  begin- 
ning after  1986. 

The  Senate  amendment  provides  a  transi- 
tional rule  for  foreign  tax  credit  carryfor- 
wards and  carrybacks  that  differs  from  that 
provided  by  the  House  bill.  Under  the 
Senate  amendment,  pre-effective  date 
excess  credits  can  be  carried  forward  to 
post-effective  date  years  only  to  reduce  U.S. 
tax  on  income  of  the  old-law  limitation  cate- 
gory they  had  been  in.  For  example,  pre-ef- 
fective date  foreign  taxes  on  portfolio  divi- 
dend income  that  are  carried  to  a  post -effec- 
tive date  year  can  offset  U.S.  tax  on  only 
overall  limitation  income  in  that  later  year. 
Post-effective  date  excess  credits  can  be 
used  in  pre-effective  date  years  to  reduce 
the  U.S.  tax  on  overall  limitation  income 
only.  Post-effective  date  credits  that  are 
excess  credits  solely  because  of  the  Senate 
amendment's  rate  reductions  cannot  be  car- 
ried back  to  higher-rate  years.  These  rules 
for  carryforwards  and  carrybacks  also  apply 
to  taxes  on  interest  subject  to  the  Senate 
amendment's  separate  limitation  for  high 
withholding  tax  interest  (discussed  at  A.2.. 
below). 

An  additional,  targeted  transitional  rule  is 
provided  in  the  case  of  the  separate  limita- 
tion for  passive  income. 

Conference  Agreement 
a.  Passive  income 

Following  the  House  bill  and  the  Senate 
amendment,  the  conference  agreement  re- 
places the  separate  limitation  for  passive  in- 
terest income  with  a  separate  limitation  for 
passive  income  generally.  Some  of  the  con- 
ference agreements  rules  relating  to  this 
new  separate  limiution  follow  the  House 
bill;  others  follow  the  Senate  amendment. 
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The  conference  agreement  also  includes 
technical  and  clarifying  amendments. 
General  definition  of  passive  income 
Following  the  House  bill  and  the  Senate 
amendment,  the  conference  agreement  gen- 
erally defines  passive  income  as  any  income 
of  a  kind  which  would  be  subpart  P  foreign 
personal  holding  company  (FPHC)  income. 
As  discussed  in  greater  detail  at  C.l.a., 
below,  both  the  House  bill  and  the  Senate 
amendment  modify  the  definition  of  sub- 
part P  FPHC  income;  the  conference  agree- 
ment generally  adopts  the  Senate  amend- 
ments  modifications  to  the  subpart  P 
FPHC  income  definition  for  both  subpart  F 
and  pa,ssive  "basket"  purposes. 

The  conference  agreement  does  not  in- 
clude the  House  bill  rule  that  treats  foreign 
currency  transaction  gains  of  U.S.  dollar 
taxpayers  as  passive  income  without  regard 
to  the  business  needs  exception  provided  for 
currency  gains  under  the  legislation's  sub- 
part P  amendments.  Thus,  under  the  agree- 
ment, currency  gains  eligible  for  the  busi- 
ness needs  exception  are  excluded  from  the 
separate  limitation  for  passive  income, 
whether  the  taxpayers  functional  currency 
is  the  U.S.  dollar  or  a  foreign  currency. 

FPHC  and  PFIC  inclusions 

Following  the  House  bill  and  the  Senate 
amendment,  foreign  personal  holding  com- 
pany inclusions  (under  Code  sec.  551)  and 
passive  foreign  investment  company  inclu- 
sions (under  new  Code  sec.  1293)  are  passive 
income. 

Export  financing  exception 

The  conference  agreement  provides  an 
export  financing  exception  to  the  separate 
limitation  for  passive  income.  The  agree- 
ment generally  excludes  from  the  new  sepa- 
rate limitation  (and  treats  as  overall  limita- 
tion income)  interest  derived  from  financing 
the  sale  (or  other  disposition)  for  use  or 
consumption  outside  the  United  States  of 
any  property  which  is  manufactured,  pro- 
duced, grown,  or  extracted  in  the  United 
States  by  the  interest  recipient  or  a  related 
person,  and  not  more  than  50  percent  of  the 
fair  market  value  of  which  is  attributable  to 
products  imported  into  the  United  States. 
For  this  purpose,  the  fair  market  value  of 
any  property  imported  into  the  United 
States  is  its  appraised  value,  as  determined 
by  the  Secretary  under  section  402  of  the 
Tariff  Act  of  1930  (19  U.S.C.  1401a)  in  con- 
nection with  its  importation.  A  related 
person,  for  this  purpose  is  an  individual, 
corporation,  partnership,  trust,  or  estate 
which  controls,  or  is  controlled  by,  the  in- 
terest recipient,  or  a  corporation,  partner- 
ship, trust,  or  estate  which  is  controlled  by 
the  same  person  or  persons  which  control 
the  interest  recipient.  Control  means,  with 
respect  to  a  corporation,  the  ownership,  di- 
rectly or  indirectly,  of  stock  possessing  50 
percent  or  more  of  the  total  voting  power  of 
all  classes  of  stock  entitled  to  vote  or  of  the 
total  value  of  stock  of  the  corporation.  In 
the  case  of  a  partnership,  trust,  or  estate, 
control  means  the  ownership,  directly  or  in- 
directly, of  50  percent  or  more  (by  value)  of 
the  beneficial  interests  in  the  partnership, 
trust,  or  estate.  Rules  for  determining  stock 
ownership  similar  to  those  applicable  for 
subpart  P  purposes  (Code  sec.  958)  apply. 

Parallel  export  financing  exceptions  are 
provided  by  the  conference  agreement  with 
respect  to  the  separate  limitations  for  finan- 
cial services  income  (discussed  at  A.l.  b., 
below)  and  high  withholding  tax  interest 
(discussed  at  A.2.,  below)  and  the  termina- 
tion of  tax  deferral  for  banking  income  of 
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controlled  foreign  corporations  (discussed  at 
C.l.a..  below).  The  conferees  include  these 
exceptions  because  of  their  concern  that 
this  tax  reform  legislation  might  otherwise 
have  the  effect  of  reducing  the  availability 
of  export  financing  in  some  cases,  which 
could,  in  turn,  have  a  negative  impact  on 
the  volume  of  exports. 
Financial  services  income  exception 
Income  that  would  otherwise  meet  the 
definitions  of  both  financial  services  income 
(which  is  subject  to  its  own  separate  limita- 
tion (see  b..  below))  and  passive  income  is  fi- 
nancial services  income  under  the  confer- 
ence agreement  if  received  in  a  taxable  year 
in  which  the  recipient  is  predominantly  en- 
gaged in  the  active  conduct  of  a  banking,  in- 
surance, financing,  or  similar  business.  By 
contrast,  amounts  earned  by  an  entity  not 
predominantly  engaged  in  the  active  con- 
duct of  a  banking,  insurance,  financing,  or 
similar   business    that    arguably    meet   the 
definitions  of  both  financial  services  income 
and    passive    income    are    passive    income 
under  the  agreement.  The  latter  rule  is  in- 
tended to  prevent  entities  earning  passive 
income  from  characterizing  it  as  financial 
services  income  in  order  to  avoid  the  high- 
tax  kick-out  and  other  anti-abuse  rules  ap- 
plicable to  the  separate  limitation  for  pas- 
sive income. 
Shipping  income  exception 
Following  the  House  bill,  the  conference 
agreement  excludes  shipping  income  subject 
to  its  own  separate  limitation  (see  c,  below) 
from    the    definition    of    passive    income. 
Income,  such  as  rental  payments  for  the  use 
of  a  vessel,  that  otherwise  is  both  of  a  kind 
which  would  be  subpart  F  FPHC  income 
and  of  a  kind  which  would  be  foreign  base 
company  shipping  income  is  subject  to  the 
separate    limitation    for    shipping    income 
rather  than  to  the  separate  limitation  for 
passive  income.  This  priority  rule  parallels 
the  present-law  subpart  F  priority  rule  for 
income  that  is  otherwise  both  subpart  F 
FPHC  income  and  foreign  base  company 
shipping  income.  It  conforms  more  closely 
the  separate  limitation  and  subpart  P  rules 
and  thereby  simplifies  the  application  of 
the  separate  limitation  rules. 
Oil  and  gas  income  exception 
The  separate  limitation  for  passive  income 
does  not  apply  to  foreign  oil  and  gas  extrac- 
tion income.  This  rule  follows  the  House  bill 
and  the  Senate  amendment. 
Active  rents  and  royalties  exception 
The  separate  limitation  for  passive  income 
does  not  apply  to  active  business  rents  and 
royalties  from  unrelated  parties.  This  rule 
follows    the    House    bill    and    the    Senate 
amendment.  As  indicated  in  the  Reports  of 
the  Committee  on  Ways  and  Means  and  the 
Committee  on  Finance  on  this  tax  reform 
legislation,  it  is  anticipated  that  the  stand- 
ards contained  in  existing  regulations  defin- 
ing rents  and  royalties  for  purposes  of  ex- 
cluding   them    from    subpart    F    taxation 
(Treas.  Reg.  sec.  1.954-2(d)(l))  generally  will 
be  followed  in  determining  whether  rents 
and  royalties  received  from  unrelated  par- 
ties qualify  for  this  exclusion  from  passive 
income.  The  conferees  expect  that  the  Sec- 
retary, in  adapting  the  standards  contained 
in  the  existing  regulations  for  this  purpose, 
will,  to  the  extent  possible,  substitute  for 
the  facts  and  circumstances  test  included 
therein  more  objective  rules  for  distinguish- 
ing between  active  and  passive  rents  and 
royalties.  The  conferees  IwHeve  that  it  may 
be  appropriate  in  some  cases  to  apply  such 
rules  on  a  consolidated  group  basis  in  the 


case  of  U.S.  recipients  of  rents  and  royalties 
that  join  in  filing  a  con.solidated  return. 
High  withholding  lax  interest  exception 
Following  the  Senate  amendment,  the 
conference  agreement  excludes  high  with- 
holding tax  interest  (which  is  subject  to  its 
own  separate  limitation  (see  A.2.,  below)) 
from  the  definition  of  passive  income. 
De  minimis  exception 
The  conference  agreement  does  not  adopt 
the  exception  for  interest  on  working  cap- 
ital contained  in  the  Senate  amendment.  In- 
stead, it  provides  that  a  controlled  foreign 
corporation  has  no  passive  income  (or  finan- 
cial services  income,  shipping  income,  high 
withholding  tax  interest,  or  separate  limita- 
tion dividends  from  a  10-  to  50-percent  U.S- 
owned  foreign  corporation)  in  a  taxable 
year  in  which  the  corporation  has  no  sub- 
part F  income  by  reason  of  the  applicability 
of  the  subpart  P  de  minimis  rule  (Code  sec. 
954(b)(3)(A)),  as  that  rule  is  modified  by  the 
agreement.  Under  the  agreement,  the  sub- 
part F  de  minimis  rule  generally  applies  if 
the  sum  of  gross  foreign  base  company 
income  and  tax  haven  insurance  income  is 
less  than  the  lesser  of  5  percent  of  gross 
income  or  $1  million. 

The  conference  agreement  adopts  this 
separate  limitation  de  minimis  rule  in  the 
interest  of  administrative  convenience.  The 
amount  of  passive  income  of  a  controlled 
foreign  corporation  is  relevant  for  separate 
limitation  purposes  because  (as  discussed  in 
greater  detail  at  A.l.e.,  below),  under  look- 
through  rules,  that  amount  determines  the 
extent  to  which  subpart  F  inclusions  with 
respect  to  the  corporation,  and  payments  by 
the  corporation  to  its  U.S.  shareholders,  are 
included  in  the  passive  income  basket.  To 
simplify  the  application  of  the  look-through 
rules,  the  conference  agreement  includes 
this  rule,  and  others,  that  conform  more 
closely  the  operation  of  subpart  P  and  the 
separate  limitations.  As  a  result  of  the  sepa- 
rate limitation  de  minimis  exception,  a  con- 
trolled foreign  corporation  that  has  no  cur- 
rently taxable  FPHC  income  for  a  year 
under  the  subpart  P  de  minimis  rule  will 
have  no  passive  income  for  that  year  for 
separate  limitation  look-through  purposes. 
Dividends  paid  from  the  years  earnings, 
and  interest,  rents,  and  royalties  paid  to 
U.S.  shareholders  during  the  year,  will  have 
no  passive  income  component. 

Assume,  for  example,  that  a  foreign  corpo- 
ration wholly  owned  by  a  U.S.  company  has 
$100  of  gross  income.  Ninety-six  dollars  of 
that  income  consists  of  manufacturing 
income  and  nonsubpart  F  sales  income,  $1  is 
foreign  base  company  sales  income,  and  $3 
is  FPHC  income.  The  foreign  corporation 
pays  $10  of  interest,  $5  of  royalties,  and  no 
dividends  to  its  U.S.  parent.  The  subpart  F 
de  minimis  rule  applies  so  the  U.S.  parent 
has  no  subpart  F  inclusion  with  respect  to 
the  foreign  corporation.  Consequently, 
under  the  separate  limitation  de  minimis 
rule,  the  $3  of  FPHC  income  is  treated  as 
overall  limitation  income  rather  than  pas- 
sive income.  The  look-through  rules  need 
not  be  applied  to  the  $10  of  interest  and  $5 
of  royalty  payments.  These  payments  are 
overall  limitation  income  to  the  parent  in 
their  entirety.  In  addition,  for  purposes  of 
determining  the  foreign  tax  credit  limiU- 
tion  treatment  of  future  dividends,  earnings 
and  profits  of  the  foreign  corporation  for 
the  year  have  no  separate  limitation  compo- 
nent. 
Regulated  investment  company  exception 
Under  the  conference  agreement,  divi- 
dends received  by  a  controlled  foreign  cor- 


poration from  a  regulated  investment  com- 
pany may  be  excluded  from  passive  income 
under  the  de  ihinimis  rule  for  controlled  for- 
eign corporations  described  immediately 
above. 
Exception  for  passive  income  that  attracts 

high  foreign  tax 
The  conference  agreement  adopts  the 
Senate  amendment  provision  authorizing 
the  Treasury  Department  to  prescribe  anti- 
abuse  rules  to  prevent  manipulation  of  the 
character  of  income  the  effect  of  which  is  to 
avoid  the  purposes  of  the  separate  limita- 
tions. It  also  adopts,  with  the  clarifications 
discussed  below,  the  House  bill  provision  ex- 
cluding high-taxed  income  from  the  sepa- 
rate limitation  for  passive  income  (the 
•high-tax  kick-out"). 

The  high-tax  kick-out  applies  after  alloca- 
tion of  expenses  at  the  U.S.  recipient  level. 
For  example,  assume  that  a  foreign  corpora- 
tion that  earns  only  passive  income  for  the 
year  makes  a  $100  rent  payment  to  its  100- 
percent  U.S.  owner.  The  payment  attracts  a 
$30  foreign  withholding  tax.  Under  the 
look-through  rule  for  rents,  the  $100  would 
be  passive  income  to  the  U.S.  owner,  absent 
the  high-tax  kick-out.  Before  the  high-tax 
kick-out  may  be  applied,  parent  expense 
must  be  allocated  to  the  $100  of  income. 
Assume  that  $40  of  parent  expense  is  prop- 
erly allocated  to  the  $100.  Pursuant  to  the 
high-tax  kick-out.  the  $60  of  net  rental 
income  is  recharacterized  as  overall  limita- 
tion income  (and  the  $30  withholding  lax  is 
placed  in  the  overall  basket)  because  the 
foreign  income  tax  paid  with  respect  to  that 
income  exceeds  the  highest  U.S.  tax  rate 
multiplied  by  the  amount  of  the  income 
after  allocation  of  parent  expense  (that  is, 
$30  >  (.34  X  $60)). 

The  conference  agreement  does  not  man- 
date separate  application  of  the  high-tax 
kick-out  to  individual  items  of  income  which 
the  Secretary  determines  can  be  grouped 
for  purposes  of  applying  the  kick-out  with- 
out diminishing  substantially  its  effect.  The 
conferees  expect  the  Secretary,  in  making 
such  determinations,  to  balance  the  admin- 
istrative convenience  that  may  be  gained 
from  grouping  particular  items  of  income 
against  the  increased  sheltering  opportuni- 
ties that  might  be  created  by  such  grouping. 
The  conferees  believe  that  it  would  general- 
ly be  appropriate  to  apply  the  high-tax  kick- 
out  to  the  passive  portion  of  a  subpart  F  in- 
clusion in  toto.  rather  than  separately  to 
each  item  of  income  included  in  the  passive 
income  inclusion.  For  example,  assume  that 
a  U.S.  company  owns  two  foreign  corpora- 
tions. With  respect  to  the  first  foreign  cor- 
poration, the  U.S.  company  has  a  $50  sub- 
part F  FPHC  inclusion.  The  inclusion  con- 
sists of  5  $10  interest  payments  received  by 
the  first  foreign  corporation  from  sources  in 
5  different  countries.  In  the  interest  of  ad- 
ministrative convenience,  the  conferees  be- 
lieve that  the  high-tax  kick-out  generally 
should  apply  once  in  this  instance,  to  the 
full  $50  inclusion  (after  allocation  of  parent 
expenses),  rather  than  separately  to  each 
$10  item  reflected  in  the  inclusion,  even 
though  the  foreign  tax  attracted  by  the  dif- 
ferent $10  items  may  vary. 

With  respect  to  the  second  foreign  corpo- 
ration, the  U.S.  company  has  a  $75  passive 
subpart  F  inclusion.  The  high-tax  kick-out 
is  to  be  applied  separately  to  the  $75  and 
$50  inclusions. 

Dividends  paid  by  a  controlled  foreign  cor- 
poration generally  will  not  be  passive  under 
the  conference  agreement  (see  discussion  of 
look-through  rules  at  e..  below).  Such  divi- 
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dends  are.  therefore,  generally  to  be  ex- 
cluded from  any  income  grouping  to  which 
the  high-tax  kick-out  is  applied. 

The  conferees  expect  the  Secretary  to  ex- 
amine the  extent  to  which  it  would  be  feasi- 
ble, consistent  with  the  purposes  of  the 
kick-out.  to  apply  it  to  a  foreign  branch's 
total  passive  income  carrying  direct  foreign 
tax  credits,  rather  than  separately  to  each 
item  of  passive  income  of  the  branch  that 
carries  a  direct  foreign  tax  credit.  A  foreign 
branch  might  be  defined  for  this  purpose  by 
reference  to  the  definition  of  a  'qualified 
business  unit"  provided  in  the  conference 
agreement's  rules  for  the  tax  treatment  of 
foreign  currency  exchange  gain  and  loss  (.see 
P..  below). 

The  high-tax  kick-out  is  to  apply  at  the 
U.S.  person  level  only.  For  example,  assume 
that  two  foreign  corporations  are  wholly 
owned  by  a  common  U.S.  parent.  The  for- 
eign corporations  are  incorporated  in  differ- 
ent countries.  The  first  foreign  corporation 
has  $100  of  income  (after  expenses  other 
than  foreign  tax).  All  of  the  corporation's 
gross  income  is  passive.  The  $100  attracts 
$45  of  foreign  tax.  (The  taxpayer  does  not 
elect  to  exclude  this  income  from  subpart  F 
taxation  under  subpart  F's  high  foreign  tax 
rule  (Code  sec.  954(b)(4)).)  This  Income  is 
currently  taxed  to  the  U.S.  parent  under 
subpart  F.  For  purposes  of  applying  the 
high-tax  kick-out.  $5  of  parent  expense  is  al- 
located to  this  income.  The  income  is  overall 
limitation  income  to  the  U.S.  parent  be- 
cause the  foreign  tax  treated  as  paid  by  the 
parent  on  the  income  (under  Code  sec.  960) 
exceeds  the  highest  U.S.  tax  rate  multiplied 
by  the  amount  of  the  income  after  alloca- 
tion of  parent  expense  and  the  Code  section 
78  gross-up  for  deemed-paid  foreign  tax 
(that  is.  $45  >  (.34  x  $95)). 

Among  the  first  foreign  corporation's  ex- 
penses is  a  $20  royalty  payment  to  the 
second  foreign  corporation.  The  only  for- 
eign tax  attracted  by  this  royalty  payment 
is  a  $1  withholding  tax.  Under  the  look- 
through  rules,  the  $20  would  generally  be 
passive  income  to  the  second  foreign  corpo- 
ration. The  high-tax  kick-out  does  not  apply 
at  the  controlled  foreign  corporation  level: 
thus,  the  $45  of  foreign  tax  imposed  on  the 
first  foreign  corporation's  income  has  no 
bearing  on  the  characterization  of  its  royal- 
ty payment  to  the  second  foreign  corpora- 
tion. This  rule  simplifies  the  application  of 
the  high-tax  kick-out.  The  conferees  also 
believe  that  it  is  appropriate  for  two  addi- 
tional reasons.  First,  the  $20  royalty  pay- 
ment in  the  example  l)ore  none  of  the  $45  of 
tax  paid  by  the  first  foreign  corporation: 
rather,  it  reduced  the  first  foreign  corpora- 
tion's taxable  income:  the  $45  of  tax  was  im- 
posed on  the  first  foreign  corporation's  $100 
of  income  after  deductions,  including  that 
for  the  royalty  payment.  Second,  foreign 
taxes  are  relevant  for  foreign  tax  credit  lim- 
itation purposes  only  at  that  point  at  which 
direct  or  deemed-paid  foreign  tax  credits  are 
provided  for  them.  Such  credits  are  provid- 
ed only  when  a  U.S.  person  includes  the  as- 
sociated income  in  its  gross  income  for  U.S. 
tax  purposes. 

Returning  to  the  example,  the  $20  of  pas- 
sive royalty  income  is  subpart  F  FPHC 
income  to  the  second  foreign  corporation, 
currently  taxable  to  its  U.S.  parent.  One 
dollar  of  parent  expense  is  allocated  to  the 
subpart  P  inclusion  for  purposes  of  applying 
the  kick-out.  The  subpart  F  inclusion  re- 
mains passive  after  application  of  the  kick- 
out  because  the  $1  of  foreign  withholding 
tax  treated  as  paid  by  the  U.S.  parent  on 
this  income  (under  Code  sec.  960)  does  not 


exceed  the  highest  U.S.  tax  rate  multiplied 
by  the  amount  of  the  income  after  alloca- 
tion of  parent  expense  and  the  Code  section 
78  gross-up  for  deemed-paid  foreign  tax 
(that  is.  $1      (.34  x  $19)). 

The  Secretary  is  to  prescribe  rules  for  the 
proper  application  of  the  high-tax  kick-out 
in  cases  involving  distributions  of  income 
previously  taxed  under  subpart  F  that 
themselves  attract  foreign  tax.  With  respect 
to  such  distributions,  any  adjustment  in  tax 
liability  will  normally  be  required  in  the 
year  of  the  distribution  rather  than  in  the 
year  of  the  subpart  F  inclusion,  and  will  be 
consistent  with  present  law's  special  rules 
for  determining  foreign  tax  credits  with  re- 
spect to  distributions  of  earnings  and  profits 
previously  taxed  under  subpart  F  (see  Code 
sec.  960(b)).  With  respect  to  all  the  separate 
limitations,  the  conferees  intend  that  for- 
eign taxes  imposed  on  distributions  of 
income  previously  taxed  under  subpart  F.  to 
the  extent  creditable  under  the  special  rules 
just  noted,  be  assigned  to  the  same  limita- 
tion basket  or  baskets  as  the  prior  subpart  F 
inclusions  to  which  they  relate. 
b.  Financial  sertnces  income 

The  conference  agreement  generally  fol- 
lows the  House  bill  in  establishing  a  sepa- 
rate limitation  for  financial  services  income, 
with  the  modifications  described  below. 

The  conference  agreement  provides  an 
export  financing  exception  to  the  separate 
limitation  for  financial  services  income.  The 
agreement  generally  excludes  from  the  new 
separate  limitation  (and  treats  as  overall 
limitation  income)  interest  derived  from  fi- 
nancing the  sale  (or  other  disposition)  for 
use  or  consumption  outside  the  United 
States  of  any  property  which  is  manufac- 
tured, produced,  grown,  or  extracted  in  the 
United  States  by  the  interest  recipient  or  a 
related  person,  and  not  more  than  50  per- 
cent of  the  fair  market  value  of  which  is  at- 
tributable to  products  imported  into  the 
United  States.  For  this  purpose,  the  fair 
market  value  of  any  property  imported  into 
the  United  States  is  its  appraised  value,  as 
determined  by  the  Secretary  under  section 
402  of  the  Tariff  Act  of  1930  (19  U.S.C. 
1401a)  in  connection  with  its  importation.  A 
related  person,  for  this  purpose,  is  an  indi- 
vidual, corporation,  partnership,  trust,  or 
estate  which  controls,  or  is  controlled  by. 
the  interest  recipient,  or  a  corporation,  part- 
nership, trust,  or  estate  which  is  controlled 
by  the  same  person  or  persons  which  con- 
trol the  interest  recipient.  Control  means, 
with  respect  to  a  corporation,  the  owner- 
ship, directly  or  indirectly,  of  stock  possess- 
ing 50  percent  or  more  of  the  total  voting 
power  of  all  classes  of  stock  entitled  to  vote 
or  of  the  total  value  of  stock  of  the  corpora- 
tion. In  the  case  of  a  partnership,  trust,  or 
estate,  control  means  the  ownership,  direct- 
ly or  indirectly,  of  50  percent  or  more  (by 
value)  of  the  beneficial  interests  in  the  part- 
nership, trust,  or  estate.  Rules  for  determin- 
ing stock  ownership  similar  to  those  applica- 
ble for  subpart  F  purposes  (Code  sec.  958) 
apply. 

The  conference  agreement  renames  the 
House  bill's  separate  limitation  for  banking 
and  insurance  income  the  separate  limita- 
tion for  financial  services  income  to  empha- 
size the  broad  range  of  income  types  to 
which  the  separate  limitation  applies. 
Income  derived  in  the  active  conduct  of  a 
banking,  financing,  or  similar  business  nor- 
mally would  include  income  attributable  to 
any  of  the  activities  listed  in  existing  Treas. 
Reg.  sec.  1.954(2)(d)(2)(ii)(A)  through  (G). 
In  addition,  it  would  normally  include  serv- 
ice fee  income  from  investment  and  corre- 


spondent  banking,  earnings   from   interest 
rate  and  currency  swap  businesses,  income 
from  services  provided  to  unrelated  parties 
with  respect  to  the  management  of  funds, 
income  from  fiduciary  services  provided  to 
unrelated   parties,    bank-to-bank   participa- 
tion income,  charge  and  credit  card  services 
income  from  financing  purchases  from  third 
parties,  hedging  gains  with  respect  to  other 
financial  services  income,  and  income  from 
travellers'    check    services.    As    under    the 
House  bill,  insurance  income  subject  to  the 
separate  limitation  consists  of  premium  and 
other  insurance  income.  Such   income  re- 
ceived by  offshore  captive  insurance  compa- 
nies which  the  agreement  taxes  currently  to 
these   companies"   U.S.   owners   (see  C.l.a., 
below)  is  subject  to  the  separate  limitation. 
The  conference  agreement  provides  a  spe- 
cial rule  for  entities  predominantly  engaged 
in  the  active  conduct  of  a  banking,  insur- 
ance, financing,  or  similar  business.  If  an 
entity  is  so  engaged  for  any  taxable  year, 
then  the  separate  limitation  for  financial 
services  income  will  apply  to  any  passive 
income  earned  by  the  entity  in  that  year  as 
well    as    to    its    financial   services   income. 
Income  of  an  entity  so  engaged  that  would 
otherwise  meet  the  definitions  of  both  ship- 
ping income  and  financial  services  income 
will   be  considered  the  latter  for  separate 
limitation    purposes.    This    rule    generally 
allows  active  banks,  insurance  companies,  fi- 
nance  companies,   and   similar   businesses, 
which,    under    the    overall    limitation    of 
present  law.  can  credit  foreign  taxes  on  one 
type  of  financial  income  against  U.S.  tax  li- 
ability on  another  type  of  financial  income, 
to  retain  that  ability.  The  cross-crediting 
curtailed  by  the  new  separate  limitation  is. 
by  contrast,  primarily  that  between  bank- 
ing,    insurance,     financing,     and     similar 
income  and  income  unrelated  to  financial 
services.  The  predominantly  engaged  rule 
also  acknowledges  the  practical  difficulty  of 
distinguishing  passive  income  of  a  bank,  in- 
surance company,  finance  company,  or  simi- 
lar business— most  or  all  of  the  income  of 
which  derives  from  financial  activity— from 
its  active  income. 

The  conferees  expect  the  Secretary  to  pre- 
scribe rules  for  determining  whether  an 
entity  is  predominantly  engaged  in  the 
active  conduct  of  a  banking,  insurance,  fi- 
nancing, or  similar  business.  Generally,  if  a 
high  percentage  of  an  entity's  income  is  not 
attributable  to  financial  services  activities 
of  the  types  enumerated  above,  such  entity 
is  not  to  be  considered  predominantly  en- 
gaged in  the  active  conduct  of  a  banking,  in- 
surance, financing,  or  similar  business.  In 
cases  involving  the  application  of  the  sepa- 
rate limitation  look-through  rules  (see  e., 
below),  the  predominantly  engaged  test  is  to 
be  deemed  satisfied  if  either  the  U.S. 
income  recipient  or  the  related  payor  of  the 
income  independently  satisfies  it.  Thus,  for 
example,  if  a  controlled  foreign  corporation 
satisfies  the  predominantly  engaged  test, 
any  payment  that  it  makes  to  a  U.S.  share- 
holder (or  subpart  F  inclusion  of  a  U.S. 
shareholder)  that  would  otherwise  be  pas- 
sive income  to  the  shareholder  under  the 
look-through  rules  will  l>e  treated  as  finan 
cial  services  income  without  regard  to 
whether  the  shareholder  itself  satisfies  the 
predominantly  engaged  test.  Conversely,  if  a 
U.S.  shareholder  of  a  controlled  foreign  cor- 
poration satisfies  the  predominantly  en- 
gaged test,  but  the  controlled  foreign  corpo- 
ration does  not.  inclusions  by  the  U.S. 
shareholder  with  respect  to  the  corporation 
that  would  otherwise  be  subject  to  the  sepa- 
rate limitation  for  passive  income  will  be 
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subject  instead  to  the  separate  limitation 
for  financial  services  income. 

If  an  entity  satisfies  the  predominantly 
engaged  test,  then  income  it  earns  that  is  in- 
tegrally related  to  iU  banking,  insuring,  or 
financing  activity  generally  is  to  be  treated 
as  financial  services  income,  notwithstand- 
ing that  such  income  might  not  otherwise 
be  financial  services  income.  For  example, 
the  conferees  anticipate  that  income  from 
equipment  leasing,  precious  metals  trading, 
commodity  trading,  and  the  financing  of 
trade  that  is  integrally  related  to  the  bank- 
ing, insuring,  or  financing  activity  of  an 
entity  satisfying  the  predominantly  engaged 
test  may  be  treated  as  financial  services 
income  of  that  entity.  However,  in  no  event 
is  income  attributable  to  nonfinancial  activi- 
ty to  be  treated  as  financial  services  income. 
Thus,  for  example,  income  from  data  proc- 
essing services  or  the  sale  of  goods  or  non- 
financial  services  is  not  financial  services 
income,  even  if  the  recipient  satisfies  the 
predominantly  engaged  test. 

High  withholding  tax  interest  subject  to 
its  own  separate  limitation  (sec  2..  below)  is 
not  subject  to  the  separate  limitation  for  fi- 
nancial services  income.  This  exclusion  ap- 
plies whether  or  not  the  recipient  satisfies 
the  predominantly  engaged  test.  Income 
that  might  otherwise  meet  the  definitions 
of  both  shipping  and  financial  services 
income  (for  example,  income  from  insuring 
vessels)  is  financial  services  income  for  sepa- 
rate limitation  purposes.  This  priority  rule 
applies  whether  or  not  the  recipient  satis- 
fies the  predominantly  engaged  test. 

Income  that  might  otherwise  meet  the 
definitions  of  both  passive  and  financial 
services  income  is  passive  income  for  sepa- 
rate limitation  purposes  when  the  recipient 
fails  to  satisfy  the  predominantly  engaged 
test.  This  rule  prevents  entities  making  es- 
sentially passive  investments  such  as  occa- 
sional loans  from  avoiding  the  high-tax 
kick-out  and  other  anti-abuse  rules  applica- 
ble to  the  separate  limitation  for  passive 
income  by  taking  the  position  that  the  asso- 
ciated income  is  financial  services  income 
rather  than  passive  income. 

c.  Shipping  income 

The  conference  agreement  establishes  a 
separate  foreign  tax  credit  limitation  for 
shipping  income,  following  the  House  bill. 

d.  Foreign  currency  translation  gains 

The  conference  agreement  does  not  con- 
tain the  House  bill  provision  establishing  a 
separate  limiution  for  foreign  currency 
translation  gains.  The  treatment  of  such 
gains  for  foreign  tax  credit  limitation  pur- 
poses is  discussed  at  F.,  below. 

e.  Look-through  rules 

Dividends,  interest,  rents,  and  royalties  re- 
ceived from  controlled  foreign  corporations 
by  their  U.S.  shareholders  generally  will  be 
subject  to  the  separate  limitation  for  pas- 
sive income,  the  separate  limitation  for  fi- 
nancial services  income,  the  separate  limita- 
tion for  shipping  income,  the  separate  limi- 
tation for  high  withholding  tax  interest 
(discussed  at  2.,  below),  or  the  separate  limi- 
tation for  dividends  from  10-  to  50-percent 
U.S.-owned  foreign  corporations  (discussed 
at  f.,  below)  in  accordance  with  look- 
through  rules  that  take  into  account  the 
extent  to  which  the  income  of  the  payor  is 
itself  subject  to  one  or  more  of  these  limita- 
tions. Subpart  F  inclusions  are  also  subject 
to  a  look-through  rule.  These  look-through 
rules  generally  follow  those  of  the  Senate 
amendment,  with  substantial  technical 
modifications. 


Conformity  with  subpart  F 
The  conference  agreement  conforms  the 
separate  limitation  look-through  rules  more 
closely  with  the  subpart  F  rules.  In  general, 
the  modifications  contained  in  the  confer- 
ence agreement,  detailed  below,  are  intend- 
ed to  limit  the  application  of  the  look- 
through  rules  and  to  make  their  applica- 
tion, where  required,  simpler  for  taxpayers 
and  the  IRS. 

U.S.  ownership  requirements  for  application 
of  look- through  rules 
The  conference  agreement  generally  ap- 
plies the  look-through  rules  only  to  subpart 
F  inclusions  and  to  dividends,  interest, 
rents,  and  royalties  received  from  U.S. -con- 
trolled foreign  corporations.  No  look- 
through  rules  generally  are  applied  in  char- 
acterizing, for  separate  limitation  purposes, 
payments  from  foreign  entities  in  which 
U.S.  persons  own  a  50-percent  or  smaller  in- 
terest. The  conferees  have  restricted  the 
scope  of  look-through  treatment  in  recogni- 
tion of  the  difficulty  that  some  sharehold- 
ers in  minority  U.S.-owned  corporations 
might  have  encountered  in  obtaining  the 
additional  income  and  tax  information  nec- 
essary to  apply  the  look-through  rules  to 
payments  of  such  corporations.  Further,  the 
conferees  note. that  a  primary  purpose  of 
look-through  treatment  is  to  make  the  for- 
eign tax  credit  limitation  treatment  of 
income  earned  through  foreign  branches 
and  income  earned  through  foreign  subsidi- 
aries more  alike  by.  in  effect,  treating 
income  earned  by  a  foreign  subsidiary  as  if 
it  were  earned  directly  by  its  U.S.  parent. 
When  the  U.S.  interest  in  a  foreign  entity 
falls  below  a  majority  interest,  the  confer- 
ees believe  that  such  entity  frequently  no 
longer  substantially  resembles  a  branch  op- 
eration of  U.S.  persons. 

Following  the  House  bill  and  the  Senate 
amendment,  the  conference  agreement  gen- 
erally treats  foreign  source  dividends,  inter- 
est, rents,  and  royalties  from  entities  in 
which  the  recipient  h'as  less  than  a  10-per- 
cent ownership  interest  the  same  as  if  such 
payments  were  received  from  unrelated  par- 
ties (that  is.  no  look-through  rules  apply). 
Interest,  rents,  and  royalties  received  from 
entities  in  which  U.S.  persons  have  no  more 
than  a  50-percent  interest  by  10-percent  or 
greater  U.S.  owners  of  such  entities  general- 
ly are  treated  the  same  way  under  the  con- 
ference agreement.  Thus,  interest,  for  ex- 
ample, paid  by  foreign  corporations  that  are 
not  controlled  foreign  corporations  to  their 
U.S.  shareholders  is  treated  under  the  con- 
ference agreement  as  separate  limitation 
passive  income,  subject  to  the  agreement's 
high-tax  kick-out. 

The  conferees  provide  this  treatment  be- 
cause of  a  concern  that  any  other  rule 
would  permit  abuse  of  the  foreign  tax  credit 
system.  For  instance,  assume  that  a  U.S. 
corporation  owns  45  percent  of  a  manufac- 
turing corporation  organized  and  operating 
in  a  high-tax  foreign  country.  The  foreign 
corporation  pays  the  U.S.  corporation  an 
overall  limitation  dividend  that  is  fully  shel- 
tered from  U.S.  tax  by  deemed-paid  foreign 
tax  credits.  In  addition.  $17  of  excess  for- 
eign tax  credits  are  associated  with  the  divi- 
dend. Assume  that  the  U.S.  corporation 
lends  $400  to  the  foreign  corporation,  which 
it  reinvests  in  a  bank  account  at  a  slight 
profit.  The  foreign  corporation  pays  $40  of 
interest  to  the  U.S.  corporation.  If  the  con- 
ference agreement  allowed  cross-crediting  of 
the  foreign  taxes  on  the  dividend  against 
U.S.  tax  on  the  interest  payment,  the  $17  of 
excess  credits  from  the  dividend  would  be 
credited  against  the  $13.60  of  pre-credit  U.S. 


tax  on  the  interest  income,  leaving  no  resid- 
ual U.S.  tax  on  the  interest  income  and  a 
$3.40  excess  credit  to  carry  over.  The  confer- 
ees do  not  believe  that  such  cross-crediting 
is  appropriate.  In  the  case  of  a  controlled 
foreign  corporation,  by  contrast,  a  look- 
through  rule  treats  interest  payments  from 
a  controlled  foreign  corporation  as  first  car- 
rying out  the  payor's  passive  income  (see 
discussion  of  "netting"  rule  below). 

As  explained  at  f.  (see  below),  dividends 
paid  by  10-  to  50-percent  U.S.-owned  foreign 
corporations  are  subject  to  an  entity-by- 
entity  separate  limitation  under  the  agree- 
ment. 

In  the  following  limited  situations,  the 
look-through  rules  will  apply  to  inclusions 
with  respect  to  minority  U.S.-owned  enti- 
ties. They  apply  to  inclusions  with  respect 
to  more-than-25-percent  U.S.-owned  insur- 
ance companies  that  are  controlled  foreign 
corporations  under  Code  section  957(b).  as 
amended  by  the  conference  agreement  (dis- 
cussed at  C.l.a..  below),  and  inclusions  with 
respect  to  captive  insurance  companies  with 
dispersed  U.S.  ownership  that  are  controlled 
foreign  corporations  under  new  Code  sec- 
tion 953(c)  (discussed  at  C.l.a..  below).  Ap- 
plication of  the  look-through  rules  here  pre- 
serves general  conformity  of  the  subpart  F 
and  look-through  rules.  The  conferees  be- 
lieve that  such  application  will  not  prove  ad- 
ministratively burdensome;  they  are  in- 
formed that  most  of  the  offshore  insurance 
companies  likely  to  be  affected  will  not  have 
income  in  more  than  one  basket. 

The  conference  agreement  requires  the 
Secretary  to  prescribe  such  regulations  as 
may  be  necessary  or  appropriate  providing 
that  a  look-through  rule  similar  to  thai  ap- 
plicable to  interest,  rents,  and  royalties  paid 
by  controlled  foreign  corporations  will 
apply  to  such  amounts  received  or  accrued 
from  entities  which  would  be  controlled  for- 
eign corporations  if  they  were  foreign  cor- 
porations. Thus,  under  regulations,  the  con- 
ferees anticipate  that  interest,  rents,  and 
royalties  received  by  10-percent  U.S.  inter- 
est holders  in  noncorporate  entities  more- 
than-50-percent  controlled  by  U.S.  persons 
will  generally  be  subject  to  look-through 
treatment.  This  rule  generally  follows  the 
House  bill  and  the  Senate  amendment 
except  for  the  U.S.  control  requirement, 
which  parallels  that  adopted  in  the  confer- 
ence agreement  for  application  of  the  look- 
through  rule  to  foreign  corporations.  It  is 
also  expected  that  foreign  source  interest 
received  from  more-than-50-percent  U.S.- 
owned  80/20  companies  (see  Code  sec. 
861(a)(1)(B).  as  amended  by  the  conference 
agreement:  discussion  at  B.4.a..  below)  by 
their  10-percent  U.S.  shareholders  will  be 
subject  to  look-through  treatment  under 
regulations.  (Dividends  paid  by  80/20  com- 
panies to  U.S.  shareholders  are  U.S.  source 
under  the  conference  agreement:  therefore, 
the  separate  limitations  are  irrelevant  to 
such  payments.)  This  rule  generally  follows 
the  Senate  amendment  except,  again,  for 
the  U.S.  control  requirement. 

De  minimis  exception  for  controlled  foreign 
corporations 
If  a  controlled  foreign  corporation  has  no 
foreign  base  company  income  or  subpart  F 
insurance  income  in  a  taxable  year  because 
the  corporation  satisfies  the  subpart  F  de 
minimis  rule  (Code  sec.  954(b)(3)(A),  as 
amended  by  the  bill;  see  C.l.c,  below)  for 
that  year,  then  the  look-through  rules  will 
treat  interest,  rents,  or  royalties  paid  by  the 
corporation  during  that  year  and  dividends, 
to  the  extent   treated  as  paid   from   that 


24570 


CONGRESSIONAL  RECORD— HOUSE 


year's  earnings  and  profits,  as  overall  limita- 
tion income.  Thus,  under  the  conference 
agreement,  the  subpart  P  de  minimis  rule 
also  functions  as  a  de  minimis  rule  for  the 
separate  limitations  for  passive,  financial 
services,  and  shipping  income,  and  the  sepa- 
rate limiutions  for  high  withholding  tax  in- 
terest (discussed  at  2..  below)  and  dividends 
from  10-  to  50-percent  U.S.  owned  foreign 
corporations  (discussed  at  f..  below). 

The  conferees  have  adopted  this  de  mini- 
mis exception  so  that  U.S.  shareholders  of 
controlled  foreign  corporations  may  avoid 
the  recordkeeping  burden  of  applying  the 
look-through  rules  to  limited  amounts  of 
separate  limitation  income  earned  by  con- 
trolled foreign  corporations.  The  purpose  of 
the  de  minimis  rule  is  to  simplify  the  appli- 
cation of  the  separate  limitations  in  cases 
involving  controlled  foreign  corporations. 

If  a  controlled  foreign  corporation  has  no 
separate  limitation  income  in  a  year  by 
reason  of  the  de  minimis  rule,  the  conferees 
intend  that  the  foreign  loss  allocation  rule 
adopted  in  the  conference  agreement  (see  4.. 
below),  like  the  look-through  rules,  have  no 
application  to  the  corporation's  income  for 
the  year. 

Following  the  House  bill  and  the  Senate 
amendment,  the  conference  agreement  pro- 
vides that  the  70-percent  full  inclusion  rule 
for  foreign  base  company  and  insurance 
income  (Code  sec.  954(b)(3)(b).  as  amended 
by  the  conference  agreement;  see  C.l.c, 
below)  will  not  result  in  overall  limitation 
income  of  a  controlled  foreign  corporation 
being  treated  as  separate  limitation  income. 
Exception  for  controlled  foreign  corpora- 
tions not  availed  of  to  reduce  tcuc 
For  purposes  of  applying  the  dividend 
look-through  rule,  income  of  a  controlled 
foreign  corporation  that  would  otherwise  be 
passive,  financial  services,  or  shipping 
income  is  treated  as  overall  limitation 
income  under  the  agreement  if  it  is  estab- 
lished by  the  taxpayer  that  the  income  was 
subject  to  an  effective  foreign  tax  rate  of 
great&r  than  90  percent  of  the  maximum 
U.S.  tax  rate  and  the  income  is  excluded 
from  subpart  F  as  a  result  (.see  Code  sec. 
954(b)(4).  as  amended  by  the  conference 
agreement:  discussed  at  C.l.a..  below).  The 
Senate  amendment  applies  this  rule  to 
income  of  a  controlled  foreign  corporation 
that  would  otherwise  be  passive.  The  con- 
ference agreement  expands  the  rule's  appli- 
cation to  harmonize  the  operation  of  the 
subpart  P  and  separate  limitation  look- 
through  rules.  Applying  this  conformity 
rule  to  income  that  would  otherwise  be  pas- 
sive or  shipping  income,  in  particular,  may 
eliminate  the  need  to  apply  the  dividend 
look-through  rule  in  many  cases  since 
income  of  a  controlled  foreign  corporation 
cannot  be  passive  or  shipping  income  unless 
it  is  income  of  a  kind  which  is  subpart  F 
PPHC  or  foreign  base  company  shipping 
income,  respectively. 

The  conference  agreement  does  not  apply 
this  conformity  rule  to  high  withholding 
tax  interest  or  dividends  from  10-  to  50-per- 
cent U.S. -owned  foreign  corporations.  The 
latter  separate  limitation  category  is  not 
closely  related  to  any  subpart  F  income  cat- 
egory. Applying  the  conformity  rule  to  high 
withholding  tax  interest  would  allow  tax- 
payers to  circumvent  the  separate  limitation 
for  that  income.  That  separate  limitation 
generally  places  high  withholding  taxes  on 
interest  in  a  separate  basket  where  they 
may  not  be  used  to  shelter  low-taxed  income 
from  U.S.  tax.  If  the  conformity  rule  ap- 
plied to  such  interest.  U.S.  shareholders  of 
controlled    foreign    corporations    receiving 


such  interest  could  generally  place  it.  and 
the  associated  taxes,  in  the  overall  basket 
with  potentially  low-taxed  income  by 
making  the  section  954(b)(4)  election,  since 
such  highly  taxed  interest  generally  would 
satisfy  the  90-percent  threshold  of  section 
954(b)(4).  A  similar  concern  sometimes 
arises  in  the  case  of  dividends  from  10-  to 
50-percent  U.S. -owned  foreign  corporations. 
If  a  controlled  foreign  corporation  makes 
the  section  954(b)(4)  election  with  respect  to 
high  withholding  tax  interest  or  dividends 
from  a  10-  to  50-percent  U.S.-owned  foreign 
corporation  and  the  controlled  foreign  cor- 
poration qualifies  for  the  subpart  F  de  mini- 
mis exception  for  the  year,  the  income  re- 
mains high  withholding  tax  interest  or  sepa- 
rate limitation  dividend  income  (as  the  case 
may  be)  for  look-through  purposes. 

The  conformity  rule  does  not  apply  for 
purposes  of  the  look-through  rule  for  inter- 
est, rents,  and  royalties,  since  those 
amounts  are  typically  not  subject  to  net  tax 
in  the  hands  of  the  payor  and  the  90-per- 
cent test  applies  on  a  net  income  basis. 
Examples 

The  following  examples  show  how  the 
look-through  rules,  as  modified  by  the  con- 
ference agreement,  will  apply  in  cert'ain 
cases. 

Example  1 

Assume  that  a  foreign  corporation  wholly 
owned  by  a  U.S.  corporation  earns  $100. 
Seventy-five  dollars  is  foreign  base  company 
shipping  income  and  $25  is  nonsubpart  F 
services  income.  (For  simplicity,  this  exam- 
ple assumes  that  net  income  and  gross 
income  are  equal.)  The  $75  of  shipping 
income  includes  $10  of  rental  income  that 
also  meets  the  subpart  F  definition  of 
FPHC  income.  That  $10  is  treated  as  ship- 
ping income,  not  passive  income,  under  the 
conference  agreement.  Under  the  70-percent 
full  inclusion  rule  of  subpart  F.  the  entire 
$100  is  foreign  base  company  income  cur- 
rently taxable  to  the  U.S.  parent.  Since  $75 
of  the  $100  subpart  F  inclusion  is  attributa- 
ble to  income  of  the  foreign  corporation 
subject  to  the  separate  limitation  for  ship- 
ping income.  $75  of  the  subpart  F  inclusion 
is  treated  as  separate  limitation  shipping 
income  of  the  parent.  The  remaining  $25  of 
the  subpart  F  inclusion  is  treated  as  overall 
limitation  income  of  the  parent. 

Example  2 

Assume  that  a  foreign  corporation  wholly 
owned  by  a  U.S.  corporation  earns  $100  of 
gross  income.  Pour  dollars  is  portfolio  inter- 
est (which  is  subpart  F  PPHC-type  income) 
and  $96  is  gross  manufacturing  income 
(which  is  nonsubpart  P  income).  Among  the 
foreign  corporation's  expenses  is  $10  of  in- 
terest paid  to  its  U.S.  parent.  Because  the 
subpart  F  de  minimis  exception  applies,  the 
$4  of  portfolio  interest  is  not  taxed  current- 
ly to  the  parent.  For  the  same  reason,  all  of 
the  foreign  corporation's  income  is  overall 
limitation  income.  Under  the  look-through 
rule  for  interest  then,  the  full  $10  interest 
payment  is  overall  limitation  income  to  the 
U.S.  parent.  Any  future  dividends  attributa- 
ble to  this  year's  earnings  and  profits  will  be 
100-percent  overall  limitation  income  to  the 
extent  so  attributable,  notwithstanding  the 
$4  of  portfolio  interest. 

Example^  3 

Assume  that  a  foreign  corporation  wholly 
owned  by  a  U.S.  corporation  earns  $100. 
Fifty  dollars  is  shipping  income  of  a  type 
that  is  normally  foreign  base  company  ship- 
ping income.  The  other  $50  is  dividends 
from  a  second  foreign  corporation  in  which 


September  18,  1986 


the  first  foreign  corporation  holds  45  per- 
cent of  the  voting  stock.  Foreign  persons 
hold  the  other  55  percent  of  the  voting 
stock  of  the  second  foreign  corporation.  The 
second  foreign  corporation  and  the  con- 
trolled foreign  corporation  are  incorporated 
in  different  countries.  The  dividends  re- 
ceived by  the  controlled  foreign  corporation 
are.  therefore,  of  a  type  that  would  normal- 
ly be  subpart  F  PPHC  income.  However, 
these  dividends  are  subject  to  the  separate 
limitation  for  dividends  from  10-  to  50-per- 
cent U.S.-owned  foreign  corporations, 
rather  than  to  that  for  passive  income  (see 
discussion  of  this  priority  rule  at  f..  below): 
while  all  passive  income  is  income  of  a  kind 
which  would  be  subpart  P  PPHC  income, 
not  all  subpart  P  PPHC  income  is  passive. 

The  dividends  and  the  shipping  income 
are  taxed  abroad  by  the  controlled  foreign 
corporation's  country  only,  at  an  effective 
rate  of  40  percent.  (This  example  assumes, 
for  simplicity,  that  net  income  and  gross 
income  are  equal.)  Pursuant  to  Code  section 
954(b)(4)  (as  amended  by  the  conference 
agreement),  the  U.S.  parent  establishes  to 
the  satisfaction  of  the  Secretary  that  that 
effective  rate  exceeds  90  percent  of  the 
maximum  U.S.  tax  rate.  Therefore,  neither 
the  shipping  income  nor  the  dividends  are 
taxed  currently  to  the  U.S.  parent  under 
subpart  P. 

However,  the  controlled  foreign  corpora- 
tion pays  all  its  earnings  and  profits  for  the 
year  out  as  a  dividend.  Half  of  that  dividend 
is  attributable  to  its  shipping  earnings  and 
half  to  the  dividends  it  received.  The  half  of 
the  dividend  attributable  to  the  dividends  it 
received  is  subject  to  the  separate  limitation 
for  dividends  from  10-  to  50-percent  U.S.- 
owned  foreign  corporations  in  the  U.S.  par- 
ent's hands:  the  conference  agreement  pro- 
vision conforming  certain  of  the  separate 
limitation  rules  with  the  section  954(b)(4) 
exception  does  not  apply  to  thai  separate 
limitation.  The  other  half  of  the  dividend  is 
overall  limitation  income  in  the  parent's 
hands  because  the  conforming  provision 
just  noted  treats  the  shipping  income  as 
overall  limitation  for  purposes  of  applying 
the  look-through  rule  for  dividends. 

Amendments  to  subpart  F  deficit  rules 

As  discussed  in  detail  at  C.l.a.,  below,  the 
conference  agreement  repeals  subpart  P's 
chain  deficit  rule  (Code  sec.  952(d)),  modi- 
fies subpart  P's  accumulated  deficit  rule 
(Code  sec.  952(c)(1)  and  (2)).  and  provides 
for  the  recapture  of  subpart  P  income  that 
is  eliminated  by  current  year  deficits  in  non- 
subpart P  income  categories.  These  subpart 
P  amendments  reflect,  in  part,  the  confer- 
ees' conclusion  that  separate  limitation 
income  received  by  controlled  foreign  corpo- 
rations (which  is  frequently  subpart  F 
income  also)  should  not  be  eliminated  by 
deficits  of  other  controlled  foreign  corpora- 
tions, prior  year  deficits  in  different  income 
catergories.  or  current  year  deficits  in  non- 
subpart P  income  categories.  The  conferees 
felt  that  the  integrity  of  the  separate  limi- 
tation for  passive  income,  for  example, 
would  be  compromised  if  taxpayers  could 
shelter  passive  income  from  U.S.  tax.  not- 
withstanding the  separate  limitation,  simply 
by  placing  passive  investments  in  controlled 
foreign  corporations  with  accumulated 
losses.  Preserving  separate  limitation 
income  (otherwise  eliminated  by  deficits) 
for  foreign  tax  credit  limitation  purposes 
absent  the  indicated  subpart  F  changes 
would  necessitate  more  frequent  application 
of  the  look-through  rule  to  dividends  paid 
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by  controlled  foreign  corporations  with  pas- 
sive income. 

Netting  of  interest  payments 

Except  to  the  extent  provided  in  regula- 
tions, interest  payments  or  accruals  by  a 
controlled  foreign  corporation  to  a  U.S. 
shareholder  with  respect  to  the  corporation 
(or  to  another  controlled  foreign  corpora- 
tion related  to  such  a  U.S.  shareholder)  are 
allocated  first  to  gross  subpart  P  PPHC 
income  of  the  corporation  that  is  passive,  to 
the  extent  of  such  income.  The  Secretary 
may,  by  regulations,  extend  this  "netting" 
rule  to  payments  and  accruals  to  unrelated 
persons.  In  addition,  it  is  anticipated  that 
the  rule  will  be  extended  to  U.S.-controUed 
noncorporate  payors  and  U.S.-controlled  80/ 
20  company  payors  to  the  extent  that  look- 
through  treatment  of  their  interest  pay- 
ments is  provided  under  regulations. 

The  netting  rule  applies  for  subpart  P  and 
foreign  tax  credit  limitation  purposes.  The 
conferees'  goal  in  adopting  this  rule  is  to 
avoid  creating  an  incentive  for  taxpayers  to 
keep,  or  move,  passive  income  and  invest- 
ments offshore.  The  netting  rule's  effect 
with  respect  to  the  look-through  rule  for  in- 
terest is  similar  to  that  of  the  "stacking " 
rule  included  in  the  Senate  amendment:  in- 
terest payments  by  a  controlled  foreign  cor- 
poration to  its  U.S.  shareholders  are  sepa- 
rate limitation  passive  income  to  those 
shareholders  to  the  full  extent  of  the  for- 
eign corporation's  gross  passive  income.  The 
netting  rule  replaces  the  stacking  rule.  The 
conferees  believe  that  the  netting  rule  has 
several  technical  advantages  over  the  stack- 
ing rule,  among  them,  that  it  will  be  simpler 
to  apply  and  administer.  On  the  other  hand, 
the  netting  rule  reduces  subpart  P  PPHC 
income  (compared  to  present  law)  to  the 
extent  that  it  allocates  interest  expense  to 
gross  PPHC  income  that,  under  current  law. 
would  be  allocated  to  nonsubpart  P  income. 
Concern  about  this  effect  of  the  netting 
rule  has  led  the  conferees  to  provide  regula- 
tory flexibility  so  that  the  Secretary  can 
apply  different  rules  when  the  netting  rule 
would  allow  a  tax  advantage  for  offshore 
passive  investments  over  domestic  passive 
investments,  or  other  unintended  tax  advan- 
tages. 

An  example  illustrates  the  application  of 
the  netting  rule.  Assume  that  a  U.S.  corpo- 
ration wholly  owns  a  foreign  corporation 
and  that  the  U.S.  corporation  also  has 
$1,000  of  cash.  That  controlled  foreign  cor- 
poration earns  $100  of  overall  limitation 
manufacturing  income,  on  which  it  pays  $60 
of  foreign  tax.  The  U.S.  parent  is  free  to 
invest  its  cash  in  the  United  States  or 
abroad.  Assuming  equally  safe  investments, 
the  parent  will  tend  to  seek  the  highest 
after-tax  return. 

If  the  U.S.  parent  earns  $100  of  bank  de- 
posit interest  in  the  United  States,  it  will 
generally  pay  $34  of  U.S.  tax  on  that  inter- 
est income  under  the  conference  agreement. 
The  goal  of  the  agreement  in  a  case  such  as 
this  is  to  make  sure  that  the  parent  does 
not  pay  less  than  that  amount  of  tax  if  it 
earns  an  equivalent  amount  of  passive 
income  offshore. 

Assume  that  the  parent  instead  lends  its 
$1000  of  cash  to  its  controlled  foreign  corpo- 
ration. The  foreign  corporation  deposits 
that  cash  in  a  foreign  bank,  and  earns  $100 
of  interest  on  the  investment.  The  foreign 
subsidiary  in  turn  pays  $100  of  interest  to 

its  U.S.  parent.  The  conference  agreement 

provides  that  any  interest  received  or  ac- 
crued from  a  controlled  foreign  corporation 

by  a  U.S.  shareholder  in  that  corporation  is 

treated  as  income  subject  to  a  particular 


separate  limitation  to  the  extent  that  that 
interest  is  properly  allocable  (under  regula- 
tions prescribed  by  the  Secretary)  to  income 
of  the  controlled  foreign  corporation  that 
itself  is  subject  to  that  separate  limitation. 
Under  the  netting  rule,  the  $100  interest 
payment  is  properly  allocable  in  full  to  the 
controlled  foreign  corporation's  $100  of 
gross  bank  deposit  interest,  which  is  gross 
subpart  P  PPHC  income  subject  to  the  sepa- 
rate limitation  for  passive  income.  Thus,  the 
$100  of  interest  received  by  the  U.S.  parent 
is  subject  to  the  separate  limitation  for  pas- 
sive income.  As  a  result,  the  U.S.  parent 
cannot  cross-credit  foreign  taxes  paid  on 
overall  limitation  income  against  the  U.S. 
tax  liability  on  that  income.  The  $100  inter- 
est payment  in  effect  removes  all  the  pas- 
sive income  at  the  foreign  subsidiary  level. 
There  is  no  subpart  P  inclusion  for  this  tax- 
able year.  Any  future  dividend  from  the  for- 
eign subsidiary  from  its  $100  of  pre-foreign 
tax  manufacturing  earnings  will  consist 
solely  of  overall  limitation  income. 

The  conference  agreement  does  not  pro- 
vide explicit  regulatory  authority  to  the 
Secretary  to  extend  the  netting  rule  to 
rents  and  royalties  paid  or  accrued  by  con- 
trolled foreign  corporations.  The  Senate 
amendment,  by  contrast,  applies  the  stack- 
ing rule  to  all  payments  to  which  look- 
through  rules  apply,  including  rents  and 
royalties.  The  conferees  do  not  believe  that 
back-to-back  (or  other)  rent  or  royalty  ar- 
rangements utilizing  controlled  foreign  cor- 
porations should  permit  taxpayers  to  reduce 
the  U.S.  tax  on  foreign  rent  or  royalty 
income.  The  conferees  are  informed  that  ex- 
isting regulatory  standards  under  Code  sec- 
tion 861  should  operate  to  prevent  taxpay- 
ers from  allocating  rent  or  royalty  expense 
of  controlled  foreign  corporations  in  order 
to  achieve  such  results.  The  conferees  have 
not  expressly  extended  the  netting  rule  to 
rents  and  royalties  on  the  understanding 
that,  under  the  present  regulations,  netting 
effectively  will  be  required  in  the  problem 
cases  just  descritied  (and  others).  The  con- 
ferees intend  that  the  Secretary  make  any 
clarifications  in  the  present  regulations  that 
might  be  necessary  to  ensure  that  netting 
takes  place  in  such  problem  cases. 

The  allocation  of  interest  expense  of  a 
controlled  foreign  corporation  for  purposes 
of  the  interest  look-through  rule  and  the 
foreign  tax  credit  limitation  rule  maintain- 
ing the  source  of  U.S.  source  income  (Code 
sec.  904(g)(3))  is  to  be  consistent.  Thus,  the 
netting  rule,  where  applicable  for  purposes 
of  the  interest  look-through,  applies  for 
purposes  of  the  U.S.  source  maintenance 
rule  too. 

Por  example,  assume  that  a  foreign  corpo- 
ration wholly  owned  by  a  U.S.  corporation 
has  $1,000  of  gross  foreign  source  manufac- 
turing income  and  $150  of  gross  subpart  P 
PPHC  income.  One  hundred  twenty-five 
dollars  of  this  $150  is  U.S.  source  income 
not  effectively  connected  with  a  U.S.  busi- 
ness. The  other  $25  is  foreign  source.  The 
foreign  corporation  pays  $150  of  interest  to 
its  U.S.  parent.  Under  the  netting  rule,  the 
$150  of  interest  expense  is  allocated  in  full 
to  the  foreign  corporation's  $150  of  subpart 
P  PPHC  income  and  is.  therefore,  passive  in 
the  parent's  hands.  Under  the  conference 
agreement,  that  allocation  controls  for  pur- 
poses of  determining  the  U.S.  source  portion 
of  the  $150.  Thus  (under  Code  sec. 
904(g)(3)(C)).  $125  of  the  $150  of  interest 
expense  is  properly  allocable  to  U.S.  source 
income  of  the  controlled  foreign  corpora- 
tion and.  consequently,  is  U.S.  source  to  iU 
parent. 


The  conferees  believe  that  using  the  same 
interest  allocation  method,  including  the 
netting  rule  where  applicable,  in  applying 
present  law's  provision  maintaining  the 
source  of  U.S.  source  income  and  the  sepa- 
rate limitation  look-through  provision  for 
interest  achieves  a  desirable  conformity  in 
the  operation  of  these  two  provisions.  The 
conferees  are  informed  that  technical  diffi- 
culties have  arisen  under  present  law  in  co- 
ordinating the  provision  maintaining  the 
source  of  U.S.  source  income  with  the  provi- 
sion maintaining  the  character  of  interest 
income  (Code  sec.  904(d)(3),  which  the  look- 
through  rules  of  the  conference  agreement 
supplant)  because  the  allocation  approaches 
of  these  two  provisions  differ. 

The  general  subpart  P  related  person  defi- 
nition (Code  sec.  954(d)(3)).  as  amended  by 
the  conference  agreement  (see  C.l.a..  below) 
applies  to  determine  whether  a  controlled 
foreign  corporation  is  related  to  a  U.S. 
shareholder  for  purposes  of  the  netting 
rule. 
Other  rules 

The  agreement  contains  a  clarifying 
amendment  to  the  present  law  provision 
that  treats  distributions  of  income  previous- 
ly taxed  under  subpart  P  as  other  than  divi- 
dends (Code  sec.  959(d)).  This  amendment  is 
relevant  to  the  application  of  the  look- 
through  rule  for  dividends.  (It  is  also  rele- 
vant to  the  calculation  of  the  dividends  re- 
ceived deduction  for  dividends  from  foreign 
corporations  (Code  sec.  245.  as  amended  by 
the  agreement:  see  C.3.,  below)  and  the  ap- 
plication of  the  dividend  look-through  pro- 
vision of  the  present  law  rules  maintaining 
the  source  of  U.S.  source  income  (Code  sec. 
904(g)(4)).)  Under  the  look-through  rule  for 
dividends,  a  proportionate  "amount  of  a  divi- 
dend is  treated  as  separate  limitation 
income  based  on  the  ratio  of  the  separate 
limitation  earnings  and  profits  out  of  which 
the  dividend  was  paid  to  the  total  earnings 
and  profits  out  of  which  the  dividend  was 
paid.  The  amendment  makes  clear  that  the 
numerator  or  the  denominator  (as  the  case 
may  be)  of  this  ratio  is  reduced  by  earnings 
and  profits  attributable  to  income  that  has 
been  previously  taxed  under  subpart  P  and 
distributed. 

As  an  example,  assume  that  a  foreign  cor- 
poration wholly  owned  by  a  U.S.  corpora- 
tion and  engaged  in  a  manufacturing  busi- 
ness earns  $20  of  subpart  P  PPHC  income, 
$20  of  same-country  dividend  income  from  a 
10-  to  50-percent  U.S.-owned  foreign  corpo- 
ration, and  $60  of  manufacturing  income.  It 
thus  has  $100  of  earnings  and  profiu  for 
the  year.  (Por  simplicity,  this  example  as- 
sumes that  net  income,  earnings  and  profiU. 
and  gross  income  are  equal. )  The  $20  of  sub- 
part P  PPHC  income  is  currently  taxed  to 
the  U.S.  parent.  The  controlled  foreign  cor- 
poration distributes  $40  in  the  year  of  the 
subpart  P  inclusion.  Under  the  look-through 
rule  for  subpart  P  inclusions,  the  $20  of  sub- 
part P  PPHC  income  is  treated  as  passive 
income.  Twenty  dollars  of  the  $40  distribu- 
tion is  not  treated  as  a  dividend  because  it  is 
attributable  to  the  $20  already  taxed  under 
subpart  P  (Code  sec.  959(d)).  Under  the 
look-through  rule  for  dividends,  $5  of  the 
$20  portion  of  the  distribution  that  is  a  tax- 
able dividend  ($20/$80  x  $20)  should  be 
treated  as  a  separate  limitation  dividend 
from  a  10-  to  50-percent  U.S.-owned  foreign 
corporation  (see  discussion  of  this  separate 
limitation  below)  and  $15  of  that  $20  ($60/ 
$80  x  $20)  should  be  treated  as  overall  limi- 
tation income.  The  clarifying  amendment 
excludes  from  the  denominator  of  the  ratios 
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just  noted  the  portion  of  the  year's  $100  of 
earnings  and  profits  attributable  to  the  sub- 
part P  PPHC  income  ($20)  and  thus  ensures 
that  the  described  result  technically  is 
achieved. 

If  a  controlled  foreign  corporation  has 
earnings  and  profits  for  the  current  year 
but  an  accumulated  deficit,  and  it  pays  a 
dividend,  then  the  basis  for  application  of 
the  look-through  rule  for  dividends  is  the 
current  year's  earnings  and  profits. 

For  purposes  of  the  look-through  rule  for 
dividends,  the  agreement  provides  that  a 
dividend  includes  any  Code  section  956  in- 
clusion triggered  by  an  increase  in  earnings 
invested  in  U.S.  property  (Code  sec. 
951(a)(1)(B)).  Section  956  inclusions  are  sub- 
ject to  the  look-through  rule  for  dividends 
rather  than  that  for  subpart  F  inclusions 
generally  under  the  conference  agreement 
because  section  956  inclusions,  like  divi- 
dends, are  drawn  pro  rata  from  earnings 
and  profits:  they  differ  from  foreign  base 
company  income  inclusions  in  not  being  spe- 
cifically identified  with  particular  earnings 
of  a  controlled  foreign  corporation.  Any 
gain  on  the  sale  of  shares  in  a  foreign  in- 
vestment company  that  is  treated  as  ordi- 
nary income  under  Code  section  1246  is  not 
a  dividend  for  look-through  purposes  under 
the  conference  agreement.  Instead,  it  is 
treated  as  passive  income.  Consistent  with 
present  law.  distributions  of  income  previ- 
ously taxed  under  subpart  F  are  not  divi- 
dends for  look-through  purposes  (see  Code 
sec.  959(d)).  As  under  the  Code  generally,  a 
dividend  includes  any  amount  treated  as 
such  under  Code  section  1248. 

For  purposes  of  applying  the  look- 
through  rules,  a  U.S.  corporation's  income 
"gross-up"  for  deemed-paid  foreign  taxes 
(Code  sec.  78)  is  treated  as  increasing  the 
corporation's  subpart  F  inclusion  (under 
Code  sec.  951(a)(1)(A))  to  the  extent  that 
the  gross-up  is  attributable  to  such  a  sub- 
part F  inclusion.  To  the  extent  that  the 
gross-up  is  attributable  to  a  dividend  or  a 
section  956  inclusion,  the  gross-up  is  treated 
as  a  dividend  for  look-through  purposes. 
Under  this  approach,  for  example,  a  single 
$100  inclusion  consisting  of  $80  of  subpart  F 
FPHC  income  and  a  $20  gross-up  for  the 
foreign  taxes  deemed  paid  on  the  $80  will  be 
subject  to  one  look-through  rule  (that  for 
subpart  F  inclusions  under  Code  section 
951(a)(1)(A))  rather  than  two  (the  subpart 
F  and  dividend  look-through  rules). 

The  conference  agreement  requires  the 
Secretary  to  prescribe  such  regulations  as 
may  be  necessary  or  appropriate  for  the  ap- 
plication of  the  look-through  rules  in  the 
case  of  income  paid,  or  loans  made,  through 
one  or  more  entities  or  between  two  or  more 
chains  of  entities.  For  example,  a  controlled 
foreign  corporation  may  receive  interest 
subject  to  a  high  foreign  withholding  tax 
from  a  related  controlled  foreign  corpora- 
tion. To  the  extent  necessary  to  preserve 
the  integrity  of  the  separate  limitations, 
such  interest  will  be  characterized  as  passive 
income,  financial  services  income,  shipping 
income,  high  withholding  tax  interest,  or 
dividend  income  from  a  10-  to  50-percent 
U.S.-owned  foreign  corporation  for  separate 
limitation  purposes  by  applying  the  look- 
through  rule  for  interest  to  the  income  of 
the  related  controlled  foreign  corporation. 
That  look-through  rule  requires  a  determi- 
nation of  the  extent  to  which  the  interest  is 
properly  allocable  to  the  related  controlled 
foreign  corporation's  passive  income,  finan- 
cial services  income,  shipping  income,  high 
withholding  tax  interest,  or  dividend  income 
from  a  10-  to  50-percent  U.S.-owned  foreign 
corporation. 


This  regulatory  requirement,  as  it  relates 
to  income  payments,  is  contained  in  the 
House  bill  and  the  Senate  amendment.  The 
conference  agreement  extends  the  require- 
ment to  loans  so  that  the  Secretary  may 
prevent  taxpayers  from  avoiding  the  sepa- 
rate limitations  through  the  use  of  related 
party  loans.  Assume,  for  example,  that  a 
controlled  foreign  corporation  earns  $100  of 
low-taxed,  nonsubpart  F  income  subject  to 
the  separate  limitation  for  financial  services 
income.  Its  U.S.  parent  wishes  to  bring  the 
$100  home.  The  parent  would  like  to  charac- 
terize the  $100  as  overall  limitation  income 
because  it  has  excess  foreign  tax  credits  in 
the  overall  basket  that  would  shelter  the 
$100,  if  so  characterized,  from  U.S.  tax.  The 
parent  controls  another  foreign  corporation 
engaged  solely  in  manufacturing,  all  of  the 
income  of  which  is  overall  limitation 
income.  The  first  controlled  foreign  corpo- 
ration lends  the  manufacturing  subsidiary 
$100.  The  manufacturing  subsidiary  in  turn 
pays  the  U.S.  parent  a  $100  dividend.  If  the 
general  look-through  rule  for  dividends  is 
applied  without  modification,  that  $100  is 
overall  limitation  income  to  the  parent.  If 
that  result  were  allowed  to  stand,  however, 
the  parent  would  have  effectively  brought 
home,  converted  into  overall  limitation 
income,  the  first  controlled  foreign  corpora- 
lion's  $100  of  financial  services  income.  Reg- 
ulations are  to  prevent  such  avoidance  of 
the  separate  limitations  using  related  party 
loans. 

/.  Separate  limilalion  for  dividends  from  10- 
lo  50-percenl  U.S.-owned  foreign  corpo- 
rations 

Under  the  conference  agreement,  when  a 
foreign  corporation  that  is  not  a  controlled 
foreign  corporation  pays  dividends  that  are 
eligible  for  the  deemed-paid  foreign  tax 
credit  (which  is  available  for  dividends  from 
foreign  corporations  in  which  the  recipient 
owns  at  least  10  percent  of  the  voting 
power),  a  separate  foreign  tax  credit  limita- 
tion applies  to  the  dividends  received.  Under 
this  separate  limitation,  foreign  taxes  asso- 
ciated with  that  dividend  income  may  offset 
U.S.  tax  only  on  dividend  income  from  that 
corporation.  The  taxes  affected  by  this  sep- 
arate limitation  are  foreign  withholding 
taxes  imposed  on  these  dividends  and  for- 
eign taxes  deemed  paid  with  respect  to 
these  dividends.  This  separate  limitation 
also  applies  to  dividends  eligible  for  the 
deemed-paid  credit  that  are  paid  by  a  con- 
trolled foreign  corporation  out  of  earnings 
and  profits  generated  while  the  payor  was 
not  a  controlled  foreign  corporation.  Income 
subject  to  this  separate  limitation  is  not 
subject  to  the  separate  limitations  for  pas- 
sive, financial  services,  or  shipping  income. 

The  conferees  conclude  that  this  general 
treatment  of  dividends  paid  from  foreign 
corporations  more  than  10-  but  not  more 
than  50-percent  U.S.-owned  is  appropriate 
for  several  reasons.  First,  and  most  impor- 
tantly, application  of  a  look-through  rule  to 
dividends  from  10-  to  50-percent  U.S.-owned 
foreign  corporations  is  not  necessary  under 
the  view,  generally  adopted  by  both  Houses 
of  Congress  in  connection  with  this  tax 
reform  legislation,  that  it  is  frequently  ap- 
propriate to  allow  cross-crediting  of  taxes 
paid  by  one  unit  of  a  worldwide  business 
against  income  earned  by  another  unit  of 
that  business.  In  the  case  of  controlled  for- 
eign corporations,  the  conferees  adhere  to 
this  general  view,  on  the  theory  that  in 
many  cases,  whether  one  unit  or  another  of 
a  multinational  enterprise  is  considered  to 
earn  income  in  a  business  (and  whether  any 
particular  unit  is  considered  to  earn  income 


in  one  country  rather  than  another)  makes 
little  economic  difference,  so  long  as  the 
income  from  that  business  generally  inures 
to  the  benefit  of  the  same  persons.  In  the 
case  of  foreign  corporations  that  are  not 
controlled  foreign  corporations,  however, 
the  conferees  do  not  believe  that  there  is 
sufficient  identity  of  interest  with  U.S. 
shareholders  to  treat  nonmajority  owner- 
ship positions  as  units  of  a  worldwide  busi- 
ness. Accordingly,  the  conferees  do  not  be- 
lieve it  is  appropriate  to  allow  cross-credit- 
ing of  taxes  from  nonmajority  interests 
against  income  derived  from  controlling  in- 
terests or  vice  versa,  or  of  taxes  from  one 
nonmajority  interest  against  income  of  an- 
other nonmajority  interest. 

Second,  application  of  a  look-through  rule 
to  dividends  from  10-  to  50-percent  U.S.- 
owned  foreign  corporations  (required  under 
the  House  bill  and  the  Senate  amendment) 
might  be  difficult  for  some  shareholders: 
for  example,  they  may  not  have  ready 
access  to  the  tax  and  income  information  of 
the  foreign  corporation  which  is  needed  in 
applying  the  look-through  rule.  The  confer- 
ees believe  that  the  administrative  burdens 
associated  with  the  corporation-by-corpora- 
tion separate  limitation  are  much  less 
severe  than  those  that  would  arise  if  Con- 
gress generally  required  look-through  con- 
sideration of  dividends  from  foreign  corpo- 
rations no  more  than  50-percent  U.S.-owned. 
The  conferees  recognize  that  this  corpora- 
lion-by-corporation  approach  will  require  a 
computation  not  required  under  present 
law;  allocation  of  expenses  to  dividends 
from  between  10-  and  50-percent  U.S.-owned 
foreign  corporations  on  a  corporation-by- 
corporation  basis.  The  conferees  believe 
that  this  additional  computation  is  much 
easier  than  the  application  of  a  look- 
through  rule  to  these  dividends  would  be. 

Third,  the  conferees  believe  that  the  pas- 
sive foreign  investment  company  (PFIC) 
rules  (added  by  the  conference  agreement: 
see  discussion  at  D.7..  below)  will  often  pre- 
vent cross-crediting  of  taxes  imposed  on 
active  income  against  passive  income  arising 
from  a  non-controlled  foreign  corporation  a 
major  portion  of  whose  assets  generate  pas- 
sive income.  Inclusions  with  respect  to  PFIC 
stock  will  automatically  be  subject  to  the 
separate  limitation  for  passive  income.  The 
conferees  would  not  have  agreed  to  elimi- 
nate look-through  treatment  in  the  case  of 
dividends  from  nonmajority-U.S.-owned  for- 
eign corporations  without  the  backstop  of 
the  PFIC  rules  to  prevent  excessive  cross- 
crediting  of  taxes. 

An  example  illustrates  the  operation  of 
the  separate  limitation  for  dividends  from 
10-  to  50-percent  U.S.-owned  foreign  corpo- 
rations. A  U.S.  corporation  owns  40  percent 
of  a  foreign  corporation  that  is  not  a  passive 
foreign  investment  company.  No  other  U.S. 
person  owns  any  interest  in  the  foreign  cor- 
poration. The  foreign  corporation  pays  a 
dividend  of  $80  to  the  U.S.  corporation.  A 
$16  withholding  tax  is  imposed  on  that  divi- 
dend, so  the  U.S.  corporation  receives  a  net 
payment  of  $64.  A  $40  deemed-paid  credit  is 
associated  with  the  dividend.  The  U.S.  cor- 
poration includes  $120  in  income  ($80 
grossed  up  by  the  $40  deemed-paid  foreign 
tax).  That  $120  carries  with  it  foreign  tax 
credits  of  $56.  Those  foreign  tax  credits 
exceed  the  $40.80  of  pre-credit  U.S.  tax  on 
the  $120.  The  conference  agreement's  limi- 
tation provides  that  the  $15.20  of  excess 
credits  cannot  offset  U.S.  tax  on  income 
other  than  prior  or  later  dividends  from  this 
foreign  corporation. 
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If  a  controlled  foreign  corporation  owns 
10  percent  or  more  of  the  stock  in  foreign 
corporations  that  are  not  themselves  con- 
trolled foreign  corporations,  then  dividends 
from  those  non-conlroUed  foreign  corpora- 
lions  to  the  controlled  foreign  corporation 
that  are  eligible  for  the  deemed-paid  credit 
will  be  subject  to  separate  limitations  for 
dividends  from  10-  to  50-percent  U.S.-owned 
foreign  corporations.  Under  the  look- 
through  rules,  subpart  P  inclusions  with  re- 
spect to  the  controlled  foreign  corporation, 
and  dividends,  interest,  rents,  and  royalties 
received  from  it  by  its  U.S.  shareholders  will 
be  subject  to  separate  limitations  to  the 
extent  attributable  to  the  foreign  corpora- 
tion's dividend  income  subject  to  the  sepa- 
rate limitations. 

As  discussed  at  2..  below,  the  conference 
agreement  generally  establishes  a  separate 
limitation  for  high  withholding  tax  interest, 
following  the  Senate  amendment.  A  special 
rule  relating  to  that  separate  limitation  re- 
stricts deemed-paid  credits  for  high  with- 
holding taxes  on  interest  received  by  10-  to 
50-percent  U.S.-owned  foreign  corporations. 
The  separate  limitation  for  dividends 
from  10-  to  50-percent  U.S.-owned  foreign 
corporations  is  not  to  limit  the  application 
of  the  special  foreign  tax  credit  rules  for 
foreign  oil  and  gas  income  (Code  sec.  907). 
For  example,  the  look-through  rules  for  in- 
clusions with  respect  to  foreign  corporations 
with  foreign  oil  and  gas  income  (sec. 
907(c)(3))  remain  fully  in  effect,  and  will  op- 
erate in  conjunction  with  the  separate  limi- 
tation for  dividends  paid  by  10-  to  50-per- 
cent U.S.-owned  foreign  corporations. 

These  look-through  rules  are  preserved 
with  respect  to  dividends  from  10-  to  50-per- 
cent U.S.-owned  foreign  corporations,  and 
deemed-paid  credits  carried  by  such  divi- 
dends are  limited  for  taxes  on  high  with- 
holding tax  interest  because  the  separate 
limitation  for  dividends  from  10-  to  50-per- 
cent U.S.-owned  foreign  corporations  is  not 
alone  sufficient  to  prevent  the  cross-credit- 
ing of  high  foreign  taxes  on  interest  and  oil 
and  gas  income  against  the  U.S.  tax  on  low- 
taxed  income.  Without  the  above  restric- 
tions, cross-crediting  could  still  be  achieved 
with  respect  to  dividends  from  10-  to  50-per- 
cent U.S.-owned  foreign  corporations  that 
earn  low-taxed  income  as  well  as  high-taxed 
interest  or  oil  and  gas  income. 
Effective  dale 

Following  the  Senate  amendment,  the 
conference  agreement  provides  that  the  new 
foreign  tax  credit  rules  described  above  gen- 
erally apply  to  taxable  years  beginning  after 
1986. 

The  conference  agreement  adopts  the 
transitional  rule  contained  in  the  Senate 
amendment  for  foreign  tax  credit  carryfor- 
wards, with  one  modification.  Under  the 
agreement,  pre-effective  date  excess  credits 
for  taxes  on  overall  limitation  income  can 
be  carried  to  post-effective  date  years  to 
reduce  the  U.S.  tax  on  financial  services 
income  or  shipping  income,  subject  to  a  lim- 
itation. 

The  conference  agreement  also  adopts  the 
transitional  rules  contained  in  the  Senate 
amendment  for  foreign  tax  credit  carry- 
backs, with  two  technical  modifications. 
First,  the  conference  agreement  provides 
that,  under  regulations  prescribed  by  the 
Secretary,  proper  adjustments  are  to  be 
made  in  the  application  of  the  rule  limiting 
carrybacks  attributable  to  the  agreement's 
rate  reductions  to  take  into  account  the 
repeal  of  the  zero  bracket  amount  and  the 
changes  in  the  treatment  of  capital  gains. 
Second,  the  conference  agreement  provides 


that  post-effective  date  excess  credits  for 
high  withholding  taxes  on  interest  may  not 
be  carried  back  to  pre-effective  date  years. 
The  latter  modification  is  necessary  because 
the  carryback  of  such  credits  to  offset  the 
U.S.  tax  on  pre-effective  date  overall  limita- 
tion income  would  defeat  the  purpose  of  the 
separate  limitation  for  high  withholding  tax 
interest. 

The  conference  agreement  adopts  the 
Senate  amendment's  targeted  transitional 
rule  with  respect  to  the  separate  limitation 
for  passive  income. 

2.  Credit  for  Hiifh  Withholdinn  Taxes  on  Interest 
Present  Law 

The  foreign  tax  credit  is  available  for 
income,  war  profits,  and  excess  profits  taxes 
paid  to  a  foreign  country  or  a  U.S.  posses- 
sion. In  certain  cases,  a  tax  other  than  an 
income  tax  is  creditable  if  it  serves  as  a  sub- 
stitute for  an  income  tax.  Under  the  overall 
limitation,  U.S.  lenders  can  use  foreign  tax 
credits  for  high  gross  withholding  taxes  on 
a  loan— the  economic  burden  of  which  may 
be  borne  primarily  by  the  borrower— to 
reduce  the  lenders'  U.S.  Ux  liability  on 
other  loan  proceeds  and  other  income. 
House  Bill 

A  foreign  tax  credit  is  allowed  for  gross- 
basis  taxes  on  interest  paid  to  a  bank,  insur- 
ance company,  or  other  financial  institution 
(or  any  related  person)  only  to  the  extent  of 
the  U.S.  tax  on  the  associated  interest 
income. 

In  general,  the  provision  applies  to  tax- 
able years  beginning  after  1985. 

The  provision  does  not  apply  until  1989  in 
the  case  of  foreign  taxes  imposed  on  inter- 
est paid  on  pre-November  17,  1985  loans  and 
restructurings  thereof  (adjusted  upward  by 
3  percent  per  year)  to  borrowers  in  15  less 
developed  countries.  These  countries  are  Ar- 
gentina. Bolivia,  Brazil.  Chile.  Colombia,  Ec- 
uador, the  Ivory  Coast.  Mexico,  Morocco, 
Nigeria,  Peru,  the  Philippines,  Uruguay, 
Venezuela  and  Yugoslavia. 

Senate  Amendment 

The  Senate  amendment  creates  a  separate 
foreign  tax  credit  limitation  for  foreign  in- 
terest earned  by  a  bank,  other  financial  in- 
stitution, or  insurance  company  (or  a  relat- 
ed person)  in  the  case  of  interest  that  is  sub- 
ject to  a  foreign  gross-basis  tax  of  5  percent 
or  more. 

The  Senate  amendment  provides  excep- 
tions to  this  separate  limitation  for  interest 
earned  by  a  related  person  if  the  interest  is 
directly  related  to  that  person's  active  busi- 
ness, and  interest  earned  by  a  finance  com- 
pany in  connection  with  export  financing  of 
products  manufactured  in  the  United  States 
by  a  related  person. 

In  applying  the  new  separate  limitation, 
certain  payments  from,  and  inclusions  with 
respect  to.  related  persons  are  subject  to 
look-through  rules  that  take  into  account 
the  income  of  the  payor. 

In  general,  the  provision  applies  to  tax- 
able years  beginning  after  1986. 

The  separate  limitation  does  not  apply 
(without  time  limit)  in  the  case  of  foreign 
taxes  imposed  on  interest  received  or  ac- 
crued on  pre-November  17.  1985  loans  to 
borrowers  in  the  same  15  less  developed 
countries  covered  by  the  House  bill's  transi- 
tional rule.  In  general,  the  amount  of  a 
lender's  foreign  tax  credits  protected  by  this 
exemption  is  increased  by  3  percent  annual- 
ly through  1989  with  an  interest  rate  adjust- 
ment, and  the  less  developed  country  loans 
can  be  restructured  until  that  date  without 
any  loss  of  the  exemption. 


The  separate  limitation  also  does  not 
apply  to  interest  received  or  accrued  in  tax- 
able years  before  1997  on  other  loans  held 
by  the  taxpayer  on  November  16.  1985. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  the  modi- 
fications described  below. 

The  conference  agreement  does  not  limit 
the  application  of  the  separate  limitation 
for  high  withholding  tax  interest  to  interest 
earned  by  banks,  financial  institutions,  in- 
surance companies,  and  related  persons. 
The  agreement  extends  the  provision's  ap- 
plication to  all  interest  recipients  (subject  to 
the  export  exception)  because  entities  other 
than  financial  institutions  making  high 
withholding  tax  loans  may  receive  the  same 
tax  advantages  under  present  law  as  finan- 
cial institutions  making  such  loans.  The  ex- 
tension also  permits  the  elimination  of  the 
related  party  rule. 

Consistent  with  its  extension  of  the  provi- 
sion to  all  interest  recipients,  the  conference 
agreement  extends  eligibility  for  the  export 
finance  exception  from  finance  companies 
to  all  interest  recipients.  It  also  clarifies 
generally  the  scope  of  the  export  finance 
exception.  Under  the  conference  agreement, 
the  separate  limitation  for  high  withholding 
tax  interest  generally  does  not  apply  to  in- 
terest derived  from  financing  the  sale  (or 
other  disposition)  for  use  or  consumption 
outside  the  United  States  of  any  property 
which  is  manufactured,  produced,  grown,  or 
extracted  in  the  United  States  by  the  inter- 
est recipient  or  a  related  person,  and  not 
more  than  50  percent  of  the  fair  market 
value  of  which  is  attributable  to  products 
imported  into  the  United  States.  For  this 
purpose,  the  fair  market  value  of  any  prop- 
erty imported  into  the  United  States  is  its 
appraised  value,  as  determined  by  the  Secre- 
tary under  section  402  of  the  Tariff  Act  of 
1930  (19  U.S.C.  1401a)  in  connection  with  its 
importation.  A  related  person  for  this  pur- 
pose is  defined  as  it  is  generally  for  subpart 
P  purposes  (Code  sec.  954(d)(3),  as  amended 
by  the  conference  agreement:  see  C.l.a.. 
below).  Interest  excluded  from  the  separate 
limitation  for  high  withholding  tax  interest 
under  the  export  finance  exception  is  treat- 
ed as  overall  limitation  income  unless  the 
interest  is  received  by  an  entity  predomi- 
nantly engaged  in  the  active  conduct  of  a 
banking,  insurance,  financing,  or  similar 
business.  In  the  latter  case,  such  interest  is 
treated  as  financial  services  income. 

As  discussed  at  A.l.e.,  above,  under  the 
look-through  rules,  the  separate  limitation 
for  high  withholding  tax  interest  applies  if 
a  controlled  foreign  corporation  makes  a 
high  withholding  tax  loan:  the  separate  lim- 
itation's applicability  is  not  limited  to  high 
withholding  tax  loans  by  U.S.  persons.  This 
look-through  treatment  generally  follows 
that  provided  in  the  Senate  amendment. 
Without  such  look-througlT  treatment,  U.S. 
persons  might  avoid  the  separate  limitation 
by  originating  high  withholding  tax  loans 
in,  or  moving  such  loans  to,  controlled  for- 
eign corporations. 

A  similar  potential  for  avoidance  exists 
with  respect  to  10-  to  50-percent  U.S.-owned 
foreign  corporations:  Under  current  law. 
high  withholding  taxes  imposed  on  interest 
income  earned  by  a  10-  to  50-percent  U.S.- 
owned  foreign  corporation  are  eligible  for 
the  deemed-paid  credit.  In  lieu  of  look- 
through  treatment  for  dividends  from  10-  to 
50-percent  U.S.-owned  foreign  corporations, 
the  conferees  have  adopted  a  special  mecha- 
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nism  for  limiting  deemed-paid  credits  in  the 
case  of  high  withholding  tax  loans. 

Under  the  conference  agreement,  taxes  on 
high  withholding  tax  interest,  to  the  extent 
imposed  at  a  rate  exceeding  5  percent,  are 
not  to  be  treated  as  foreign  taxes  for  pur- 
poses of  determining  the  amount  of  foreign 
taxes  deemed  paid  by  a  taxpayer  with  re- 
spect to  dividends  received  from  a  10-  to  50- 
percent  U.S.-owned  foreign  corporation. 

An  example  illustrates  the  operation  of 
this  provision.  Assume  that  an  offshore 
bank  has  a  40-percent  U.S.  owner  and  a  60- 
percent  foreign  owner.  It  earns  $2,000  of 
gross  interest  income  and  incurs  $1,700  of 
Interest  expense.  One  thousand  dollars  of 
the  interest  income  is  subject  to  a  10-per- 
cent gross  withholding  tax  and  is,  therefore, 
high  withholding  tax  interest. 

The  foreign  corporation  incurs  no  other 
expenses  and  earns  no  other  income.  Its 
earnings  and  profits  are  $200  ($2,000  gross 
interest  income  less  $1,700  interest  expense 
less  $100  withholding  tax).  It  pays  the  full 
$200  out  as  dividends.  Its  U.S.  shareholder 
receives  $80  (40  percent)  of  the  $200.  The 
provision  treats  as  noncreditable  that  por- 
tion of  the  10-p)ercent  withholding  tax  ex- 
ceeding 5  percent.  Therefore.  $50  (5  percent 
of  $1,000)  of  the  $100  withholding  tax  is 
noncreditable.  The  U.S.  shareholder's 
deemed-paid  credit  with  respect  to  the  $80 
dividend  it  receives  is  therefore  reduced 
from  $40  (40  percent  of  $100)  to  $20  (40  per- 
cent of  $50). 

Following  the  Senate  amendment,  the 
conference  agreement  generally  makes  the 
separate  limitation  for  high  withholding  tax 
interest  effective  for  taxable  years  begin- 
ning after  1986. 

The  conference  sigreement  does  not  con- 
tain the  general  10-year  transitional  rule  in- 
cluded in  the  Senate  amendment. 

The  conference  agreement  adopts  the 
Senate  amendment's  transitional  rule  for 
foreign  taxes  on  interest  paid  by  borrowers 
in  less  developed  countries,  with  the  follow- 
ing modifications.  First,  the  transitional 
rule  is  phased  out  over  the  five-taxable  year 
period  commencing  with  the  taxpayer's  first 
taxable  year  beginning  after  1989.  Eighty 
percent  of  interest  received  in  that  taxable 
year  on  a  post-1989  qualified  loan  is  not 
high  withholding  tax  interest.  The  percent- 
age of  interest  on  a  post-1989  qualified  loan 
that  is  not  high  withholding  tax  interest  in 
the  second  taxable  year  t>eginning  after 
1989  is  60:  in  the  third  taxable  year  is  40:  in 
the  fourth  taxable  year  is  20:  and  in  the 
fifth  and  succeeding  taxable  years  is  zero. 
Interest  on  a  new  loan  entered  into  after 
1989  will  not  be  entitled  to  transition  relief. 
For  purposes  of  determining  what  consti- 
tutes a  new  loan,  the  conferees  intend  the 
standard  of  Code  section  1001  to  apply. 

Second,  interest  paid  by  borrowers  in  18 
additional  less  developed  countries  is  eligi- 
ble for  transitional  relief.  These  countries 
are  CosU  Rica,  the  Dominican  Republic, 
Guyana.  Honduras.  Jamaica.  Liberia,  Mada- 
gascar. Malawi,  Mozambique,  Niger. 
Panama.  Romania.  Senegal,  Sierra  Leone, 
the  Sudan.  Togo.  Zaire,  and  Zambia. 

Third,  the  amount  of  the  lender's  foreign 
tax  credits  generally  protected  by  the  tran- 
sitional rule  is  1 10  percent  of  the  product  of 
the  iMise  credit  amount '  and  the  applicable 


'Following  the  Senate  amendment,  the  confer- 
ence agreement  defines  the  base  credit  amount  as 
the  principal  amount  of  loans  held  by  the  taxpayer 
on  November  16.  1985.  multiplied  by  the  product  of 
the  interest  rate  applicable  to  such  loan  on  Novem- 
t)er  16.  1985.  and  the  foreign  withholding  tax  rate 


interest  rate  adjustment  in  the  case  of  pre- 
1990  qualified  loans,  rather  than,  as  under 
the  Senate  amendment,  such  product  in- 
creased by  3  percent  annually  through  1989. 
The  agreement  clarifies  that  the  applicable 
interest  rate  adjustment  generally  equals 
the  ratio  of  the  weighted  6-month  London 
Interbank  Offered  Rate  (LIBOR)  for  the 
taxable  year  in  question  to  LIBOR  on  No- 
vember 15.  1985.  The  conferees  understand 
that  the  11  a.m.  6-month  LIBOR  quoted  by 
a  major  bank  on  November  15,  1985,  was  8% 
percent  and  intend  that  this  rate  apply  for 
purposes  of  the  transitional  rule. 

Fourth,  no  relief  is  allowed  by  reason  of 
the  transitional  rule  for  any  foreign  tax  im- 
posed on  interest  payable  with  respect  to 
any  qualified  loan  to  the  extent  that  the 
rate  of  such  tax  exceeds  the  foreign  with- 
holding tax  rate  applicable  to  interest  pay- 
able with  respect  to  such  loan  on  November 
16.  1985.  This  rule  is  intended  to  prevent 
taxpayers  from  deriving  benefits  under  the 
transitional  rule  from  foreign  withholding 
tax  rates  that  have  increased  since  Novem- 
ber 16.  1985.  For  example,  if  a  foreign  coun- 
try doubles  its  withholding  tax  rate  applica- 
ble to  a  qualified  loan  over  the  rate  applica- 
ble on  November  16,  1985,  then  50  percent 
of  the  interest  earned  with  respect  to  such 
loan  will  not  be  eligible  for  transitional 
relief. 

Interest  to  which  the  transitional  rule  ap- 
plies is  passive  income  (subject  to  the  high- 
tax  kick-out.  and  the  other  exceptions  to 
the  separate  limitation  for  passive  income) 
unless  received  by  an  entity  predominantly 
engaged  in  the  active  conduct  of  a  banking, 
insurance,  financing,  or  similar  business.  In 
the  latter  case,  under  the  predominantly  en- 
gaged test,  such  interest  is  subject  to  the 
separate  limitation  for  financial  services 
income. 
X  Deemed-Paid  Credit 

Present  Law 
A  U.S.  corporation  that  owns  at  least  10 
percent  of  a  foreign  corporations  voting 
stock  and  that  has  dividend  income  from 
the  foreign  corporation  may  generally  take 
a  deemed-paid  credit  for  a  share  of  the  for- 
eign taxes  that  the  foreign  corporation  paid 
on  the  earnings  out  of  which  the  dividend  is 
paid.  A  similar  credit  applies  when  a  10-per- 
cent U.S.  corporate  shareholder  includes  in 
income  a  portion  of  a  controlled  foreign  cor- 
poration's undistributed  earnings  under  sub- 
part F. 

A  dividend  or  subpart  F  inclusion  is  con- 
sidered paid  first  from  earnings  and  profits 
of  the  current  year  and  then  from  accumu- 
lated profits  of  each  preceding  year.  Actual 
distributions  made  in  the  first  60  days  of  a 
taxable  year  are  generally  treated  as  made 
from  the  prior  year's  earnings  and  profits. 

Earnings  and  profits  may  be  computed  in 
a  different  manner  for  actual  dividend  dis- 
tributions than  for  subpart  P  inclusions. 
House  Bill 
A  U.S.  corporation's  share  of  foreign  taxes 
paid  by  a  foreign  corporation  depends  on 
the  percentage  of  the  foreign  corporation's 
multi-year  pool  of  accumulated  earnings 
and  profits  represented  by  the  dividend,  in- 
cluding current  year  earnings  and  profits. 
The  60-day  rule  is  repealed. 

Earnings  and  profits  are  computed  in  the 
same  manner  for  actual  distributions  and 
for  subpart  P  inclusions,  generally  following 
the  subpart  P  rules.  However,  the  rules  for 
translating  foreign  currency  are  modified. 


applicable  to  interest  payable  with  respect  to  such 
loan  on  November  16,  1985. 


The  amendments  apply  to  taxable  years 
beginning  after  1985.  All  future  dividends 
(including  those  paid  during  the  first  60 
days  of  a  taxpayer's  first  taxable  year  begin- 
ning after  1985)  are  to  be  treated  as  paid 
first  out  of  accumulated  profits  of  the  payor 
derived  after  the  effective  date.  Dividends  in 
excess  of  that  amount  are  to  be  treated  as 
paid  out  of  pre-effective  date  accumulated 
profits  under  present-law  ordering  rules. 

Senate  Amendment 
The  Senate  amendment  generally  follows 
the  House  bill  except  that  the  Senate 
amendment  draws  taxes  and  earnings  and 
profits  from  a  moving  10-year  pool  and  is  ef- 
fective for  taxable  years  beginning  after 
1986. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  House  bill,  with  the  modifications 
described  below. 

First,  the  agreement  is  effective  for  tax- 
able years  beginning  after  1986. 

Second,  the  agreement  grants  the  Secre- 
tary limited  regulatory  authority,  in  the 
case  of  subpart  P  inclusions,  to  modify  the 
pooling  method  for  computing  the  deemed- 
paid  credit  that  the  legislation  otherwise 
prescribes.  This  additional  grant  of  regula- 
tory authority  is  provided  primarily  to 
permit  the  IRS  to  address  certain  technical 
difficulties  which  it  believes  may  arise  in 
implementing  the  pooling  rules  with  respect 
to  subpart  F  inclusions  other  than  those  for 
increases  in  earnings  invested  in  U.S.  prop- 
erty. As  the  Reports  of  the  Committee  on 
Ways  and  Means  and  the  Committee  on  Pi- 
nance  on  this  tax  reform  legislation  indi- 
cate, taxpayers  should  not  be  able  to  avoid 
the  effect  of  pooling  by  creating  subpart  F 
inclusions. 

Third,  the  agreement  requires  the  Secre- 
tary to  provide  such  regulations  as  may  be 
necessary  or  appropriate  to  carry  out  the 
purposes  of  the  subpart  F  deemed-paid 
credit  provision  (Code  sec.  960),  including 
rules  which  provide  for  the  separate  appli- 
cation of  that  provision  to  reflect  the  sepa- 
rate application  of  the  foreign  tax  credit 
limitation  to  separate  types  of  income  and 
loss.  The  conferees  anticipate  that  the  Sec- 
retary will  exercise  this  regulatory  author- 
ity to  ensure  that,  if  subpart  F  income  is  in 
fact  subject  to  little  or  no  foreign  tax,  then 
the  amount  of  the  foreign  tax  credit  deter- 
mined under  section  960  with  regard  to  such 
income  will  properly  reflect  that  fact. 

4.  Effect  of  Foreign  and  I'.S.  l..osse!i  on  Foreign 
Tax  Credit 

Present  Law 

Under  the  overall  foreign  tax  credit  limi- 
tation, a  taxpayer  first  uses  a  net  loss  in- 
curred in  any  foreign  country  to  reduce  its 
income  from  other  foreign  countries.  If  a 
taxpayers  net  foreign  losses  subject  to  one 
separate  limitation  exceed  its  foreign 
income  subject  to  that  limitation,  the  excess 
arguably  reduces  the  taxpayers  U.S.  source 
taxable  income. 

An  overall  U.S.  loss  first  reduces  foreign 
income  earned  in  the  loss  year  and  hence 
pre-credit  U.S.  tax  in  that  year. 

House  Bill 
The  House  bill  provides  that  foreign  losses 
first  reduce  income  in  the  other  separate 
foreign  tax  credit  limitation  'baskets' 
before  they  reduce  U.S.  income.  A  recapture 
rule  applies  to  foreign  income  earned  in  the 
loss  basket  after  the  loss  year.  The  provision 
is  effective  with  respect  to  losses  incurred  in 
taxable  years  beginning  after  1985. 
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Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill  except  that  the  Senate  amend- 
ment adds  a  U.S.  loss  allocation  rule  requir- 
ing that  U.S.  losses  reduce  categories  of  for- 
eign income  pro  rata,  and  the  Senate 
amendment  is  effective  with  respect  to 
losses  incurred  in  taxable  years  beginning 
after  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  with  several  technical 
clarifications. 

The  first  clarification  is  that  the  confer- 
ees intend  that,  where  a  loss  is  incurred  in 
more  than  one  foreign  income  basket  in  a 
particular  year,  each  such  loss  be  allocated 
proportionately  to  foreign  income,  and  then 
to  U.S.  income.  For  example,  assume  that  a 
U.S.  corporation  earns  $200  of  U.S.  income 
and  $20  of  foreign  income  subject  to  the 
separate  limitation  for  certain  distributions 
from  a  PSC.  The  corporation  also  incurs  a 
$20  overall  limitation  loss  and  a  $5  shipping 
basket  loss.  Under  the  foreign  loss  alloca- 
tion rule,  the  $20  and  $5  separate  limitation 
losses  are  to  be  allocated  first  to  the  $20  of 
FSC  distributions;  only  after  that  allocation 
is  any  portion  of  either  separate  limitation 
loss  allocated  to  U.S.  income.  Each  separate 
limitation  loss  must  be  allocated  to  foreign 
income  in  proportion  to  the  ratio  of  total 
foreign  income  to  total  foreign  loss.  Thus. 
$16  of  the  $20  overall  limitation  loss  ($20  x 
$20/$25)  reduces  the  $20  of  FSC  distribu- 
tions and  $4  of  the  $5  shipping  basket  loss 
($5  X  $20/$25)  reduces  the  $20  of  FSC  distri- 
butions. The  remaining  $4  of  overall  limita- 
tion loss  and  $1  of  shipping  basket  loss 
reduce  the  $200  of  U.S.  income.  For  the 
year,  then,  the  corporation  has  $195  of  U.S. 
income  and  no  foreign  income  for  foreign 
tax  credit  limitation  purposes.  If  the  corpo- 
ration earns  sufficient  overall  limitation 
income  in  a  later  year,  then,  after  applica- 
tion of  the  foreign  loss  recapture  rule  of 
present  law  (Code  sec.  904(f)),  $16  of  such 
income  will  be  subject  to  recharacterization 
as  FSC  distribution  income.  If  the  corpora- 
tion earns  shipping  income  in  a  later  year, 
then,  after  application  of  the  foreign  loss  re- 
capture rule,  $4  of  such  income  will  be  sub- 
ject to  recharacterization  as  PSC  distribu- 
tion income. 

The  second  clarification  relates  to  the 
overall  foreign  loss  recapture  rule  of  present 
law.  In  light  of  the  new  foreign  loss  alloca- 
tion and  recharacterization  rules,  the  con- 
ferees believe  that  one  aspect  of  that 
present-law  rule's  application  should  be 
clarified.  The  conferees  intend  that  foreign 
income  earned  in  a  year  following  an  overall 
foreign  loss  year  be  recharacterized  as  U.S. 
income  under  the  overall  foreign  loss  recap- 
ture rule  only  to  the  extent  that  that  for- 
eign income  is  of  the  same  limitation  type 
as  the  previous  loss.  For  example,  assume 
that  a  U.S.  corporation  incurs  a  $100  overall 
limitation  loss  and  earns  $300  of  U.S. 
income  in  a  taxable  year.  The  full  $100  loss 
is  an  overall  foreign  loss  subject  to  recap- 
ture in  a  later  year  because  U.S.  income  is 
offset  by  the  full  amount  of  the  loss.  In  the 
following  taxable  year,  the  taxpayer  earns 
$50  of  overall  limitation  income,  $150  of  pas- 
sive limitation  income,  and  $250  of  U.S. 
income.  The  conferees  intend  that  the 
present-law  50-percent  limitation  (sec. 
904(f)(1)(B))  on  the  amount  of  foreign 
income  that  must  be  recharacterized  as  U.S. 
income  in  a  taxable  year  be  applied  to  the 
full  amount  of  the  corporation's  foreign 
income.  $200,  as  it  would  be  under  present 
law.  Thus,  up  to  $100  of  foreign  income  can 


be  recharacterized  as  U.S.  income  under  the 
50-percent  limitation.  However,  the  corppra- 
tion  has  only  $50  of  income  of  the  same  lim- 
itation type  (overall)  as  the  prior  year  for- 
eign loss.  Only  that  $50  then  is  to  be  rechar- 
acterized as  U.S.  income  under  the  overall 
foreign  loss  recapture  rule.  Thus,  for  for- 
eign tax  credit  limitation  purposes,  the  cor- 
poration has  $150  of  passive  limitation 
income,  $300  of  U.S.  income,  and  no  overall 
limitation  income  for  the  taxable  year.  Up 
to  $50  of  overall  limitation  income  earned  in 
a  subsequent  year  will  be  subject  to  recap- 
ture because  only  $50  of  the  $100  overall 
foreign  loss  incurred  in  the  first  taxable 
year  has  been  recaptured. 

The  third  technical  clarification  is  of  the 
interaction  of  the  new  U.S.  loss  allocation 
rule,  on  the  one  hand,  and  the  foreign  loss 
allocation  and  recharacterization  rules,  on 
the  other.  The  following  example  illustrates 
how  these  rules  will  operate  in  relation  to 
one  another. 

Assume  that  a  U.S.  corporation  incurs  a 
$50  overall  limitation  loss  abroad  and  a  $100 
U.S.  loss.  It  also  earns  $600  of  foreign 
income  subject  to  the  separate  limitation 
for  shipping  income  and  $400  of  foreign 
income  subject  to  the  separate  limitation 
for  passive  income.  The  foreign  loss  alloca- 
tion rule  applies  before  the  U.S.  loss  alloca- 
tion rule.  Under  the  former  rule,  $30  of  the 
overall  limitation  loss  reduces  the  $600  of 
shipping  income  and  the  remaining  $20  of 
such  loss  reduces  the  $400  of  passive 
income. 

Before  allocation  of  the  U.S.  loss  then,  the 
U.S.  corporation  has  $570  of  shipping 
income  and  $380  of  passive  income.  Under 
the  conference  agreement,  $60  of  the  U.S. 
loss  reduces  the  $570  of  shipping  income 
and  the  remaining  $40  of  such  loss  reduces 
the  $380  of  passive  income.  Thus,  for  for- 
eign tax  credit  limitation  purposes,  the  cor- 
poration has  no  U.S.  income.  $510  of  ship- 
ping income,  and  $340  of  passive  income  for 
the  year. 

In  the  following  year,  the  corporation 
incurs  a  $780  U.S.  loss.  It  also  earns  $200  of 
overall  limitation  income  and  $600  of  ship- 
ping income.  The  U.S.  loss  allocation  rule 
applies  before  the  foreign  loss  recharacteri- 
zation rule.  Under  the  former  rule.  $195  of 
the  U.S.  loss  reduces  the  $200  of  overall  lim- 
itation income  and  the  remaining  $585  of 
such  loss  reduces  the  $600  of  shipping 
income. 

The  corporation  thus  has  no  U.S.  income. 
$5  of  overall  limitation  income,  and  $15  of 
shipping  income  for  the  year  before  the  ap- 
plication of  the  foreign  loss  recharacteriza- 
tion rule.  Under  that  rule,  $3  of  the  overall 
limitation  income  is  recharacterized  as  ship- 
ping income  and  the  remaining  $2  of  the 
overall  limitation  income  is  recharacterized 
as  passive  income.  This  recharacterization 
occurs  because,  in  the  prior  year,  $30  of 
shipping  income  and  $20  of  passive  income 
was  eliminated  by  a  $50  overall  limitation 
loss. 

In  the  current  year  then,  the  corporation 
has  no  U.S.  income,  $18  of  shipping  income, 
and  $2  of  passive  income  for  foreign  tax 
credit  limitation  purposes.  If  the  corpora- 
tion earns  overall  limitation  income  in  later 
years,  up  to  $45  ($50- $5)  of  such  income 
will  be  subject  to  the  foreign  loss  recharac- 
terization rule. 

The  fourth  clarification  is  that  the  new 
foreign  loss  allocation  and  recharacteriza- 
tion rules  are  to  apply  on  an  affiliated 
group  basis  in  the  case  of  an  affiliated 
group  filing  a  consolidated  tax  return. 

Fifth,  the  conferees  intend  that  the  for- 
eign loss  allocation  and  recharacterization 


rules  apply  to  net  operating  loss  ("NOL ") 
carryovers.  The  conferees  expect  the  Secre- 
tary to  issue  regulations  adapting  the  new 
rules  as  necessary  for  this  purpose. 

The  following  example  illustrates  how  the 
foreign  loss  allocation  and  recharacteriza- 
tion rules  will  apply  in  cases  involving  NOL 
carryovers;  Assume  that  a  U.S.  corporation 
which  operates  primarily  abroad  incurs  a 
$200  NOL.  The  loss  is  attributable  to  for- 
eign activities  that  would  generate  overall 
limitation  income.  In  the  following  year,  the 
corporation  earns  $180  of  overall  limitation 
income  and  $30  of  income  subject  to  the 
separate  limitation  for  passive  income.  The 
corporation  carries  the  prior  year's  $200 
NOL  forward.  Under  the  foreign  loss  alloca- 
tion rule,  the  NOL  offsets  the  $180  of  over- 
all limitation  first,  since  the  NOL  arose  in 
the  overall  limitation  category.  The  remain- 
ing $20  of  the  loss  reduces  (to  $10)  the  cor- 
poration's passive  income. 

In  the  next  year,  the  corporation  earns 
$220  of  overall  limitation  income.  Under  the 
foreign  loss  recharacterization  rule.  $20  of 
this  overall  limitation  income  is  recharacter- 
ized as  passive  income  because  $20  of  pas- 
sive income  was  offset  by  the  overall  limita- 
tion NOL  in  the  preceding  year.  Thus,  for 
foreign  tax  credit  limitation  purposes,  the 
corporation  has  $200  of  overall  limitation 
income  and  $20  of  passive  income  for  the 
year. 

Sixth,  the  conferees  expect  that  the  regu- 
lations implementing  the  foreign  loss  alloca- 
tion and  recharacterisation  rules  will  apply 
the  latter  rule  to  an  entity  that  is  a  succes- 
sor entity  to  one  that  benefitted  from  the 
former  rule. 

As  under  the  House  bill  and  the  Senate 
amendment,  foreign  taxes  on  income  re- 
characterized under  the  foreign  loss  rechar- 
acterization rule  are  not  themselves  to  be 
recharacterized.  For  example,  foreign  taxes 
on  overall  limitation  income  that  is  rechar- 
acterized as  separate  limitation  income  in  a 
year  following  an  overall  limitation  loss 
year  may  only  be  credited  against  U.S.  tax 
on  other  overall  limitation  income. 

5.  Subsidies 

Present  Law 
Under    Treasury    regulation    sec.    1.901- 
2(e)(3).  a  tax  is  not  creditable  if  it  is  used  di- 
rectly or  indirectly  as  a  subsidy  to  the  tax- 
payer or  certain  related  persons. 

House  Bill 
The  House  bill  codifies  the  Treasury  regu- 
lation that  denies  a  foreign  tax  credit  for 
taxes  used  as  a  subsidy  to  the  taxpayer  or 
certain  related  persons.  The  provision  is  ap- 
plicable to  foreign  taxes  paid  or  accrued  in 
taxable  years  beginning  after  1985. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill  except  that  the  Senate  amend- 
ment clarifies  that  a  direct  or  indirect  subsi- 
dy to  a  party  to  a  related  transaction  is  sub- 
ject to  the  credit  denial  rule  and  the  Senate 
amendment  applies  to  foreign  taxes  paid  or 
accrued  in  taxable  years  beginning  after 
1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

This  codification  of  Treas.  reg.  sec.  1.901- 
2(e)(3)  is  not  intended  to  modify  the  appli- 
cation of  existing  Treas.  reg.  sec.  1.901- 
2(f)(2)(i>,  which  generally  treats  a  tax  as 
paid  by  the  taxpayer  even  if  another  party 
to  a  transaction  with  the  taxpayer  agrees,  as 
part  of  the  transaction,  to  assume  liability 
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for  the  tax.  The  latter  regulation  by  its 
terms  applies  notwithstanding  anything  to 
the  contrary  in  Treas.  reg.  sec.  1.901-2(e>(3). 

The  conferees  intend  that  the  amount  of 
any  withholding  tax  paid  be  positively  es- 
tablished through  documentation  provided 
in  accordance  with  the  requirements  of 
Code  section  905(b)  and  Treas.  reg.  sec. 
1.905-2.  In  this  regard,  the  conferees  empha- 
size that  the  mere  fact  that  withholding 
took  place  does  not  necessarily  constitute 
adequate  proof  of  the  amount  of  tax  paid. 

The  conferees  believe  that  the  rule  set 
forth  in  Lederman  v.  Commissioner,  6  T.C. 
991  (1946).  which  suggests  that  payment  is 
proved  ipso  facto  by  the  act  of  withholding, 
is  subject  to  abuse.  Application  of  the  Leder- 
man rule  is  of  particular  concern  in  the  con- 
text of  a  "net  loan."  under  which  the  net 
amount  paid  to  the  U.S.  payee  is  unaffected 
by  the  amount  of  tax  withheld.  In  such  a 
case,  it  is  impossible  to  determine  prima 
facie  whether  a  claimed  amount  withheld 
has  actually  been  withheld,  since  the 
amount  received  by  the  payee  remains  un- 
changed. The  logic  of  the  Lederman  rule 
simply  does  not  apply  in  such  circum- 
stances, and  external  proof  of  withholding 
and  payment  over  should  be  required. 

The  conferees'  concerns  with  respect  to 
documentation  of  foreign  taxes  are  height- 
ened by  the  problem  of  subsidized  foreign 
tax  payments.  The  conferees  are  informed 
that  in  some  cases  amounts  withheld  are  re- 
tained by  the  withholding  agent,  in  whole 
or  in  part,  with  the  explicit  or  implicit  ap- 
proval of  the  foreign  sovereign.  Particularly 
in  the  case  of  a  net  loan,  both  payee  and 
payor  stand  to  benefit  from  a  high  with- 
holding "tax"  that  is  never  paid  over  to  the 
government;  the  payor  receives  cash  in 
hand  (equivalent  to  a  lower  interest  rate) 
while  the  payee  receives  a  foreign  tax  credit 
for  a  fictional  tax.  without  any  reduction  in 
net  proceeds.  Although  this  provision  of  the 
agreement,  which  codifies  the  prohibition  of 
direct  and  indirect  subsidies  of  foreign 
taxes,  confirms  that  a  foreign  tax  credit  is 
disallowed  in  such  cases,  the  conferees  are 
concerned  that  without  a  strict  documenta- 
tion requirement  the  Service  would  find  it 
difficult  to  determine  when  such  a  subsidy 
had  l)een  given.  Therefore,  the  conferees 
expect  that  a  receipt  or  other  positive  proof 
of  payment  will  generally  be  required  to  es- 
tablish the  amount  of  foreign  withholding 
tax  paid  with  respect  to  foreign  source  in- 
terest income  received  by  U.S.  taxpayers. 

B.  Source  Rules 

1.  Sales  of  Personal  Property 

Present  Law 

Income  derived  from  the  purchase  and 
resale  of  tangible  and  intangible  personal 
property  generally  is  sourced  where  title  to 
the  property  passes  to  the  purchaser  (the 
"title  passage"  rule).  To  the  extent  personal 
property  is  depreciable  or  subject  to  other 
basis  adjustmenu  (e.g..  amortization),  gain 
attributable  to  the  recapture  of  such  adjust- 
ments is  also  sourced  where  title  passes. 

Income  derived  from  the  manufacture  and 
sale  of  personal  property  is  treated  as 
having  a  divided  source.  Under  Treasury 
regulations,  half  of  such  income  generally  is 
sourced  in  the  country  of  manufacture,  and 
half  of  the  income  is  sourced  where  title 
passes.  The  division  of  the  income  between 
manufacturing  and  selling  activities  must  be 
made  on  the  basis  of  an  independent  factory 
price  rather  than  on  a  50/50  basis,  if  such  a 
price  exists. 


House  Bill 

The  House  bill  provides  generally  that 
income  derived  from  the  sale  of  personal 
property  is  sourced  in  the  country  of  the 
seller's  residence.  The  bill  generally  treats 
U.S.  persons  as  U.S.  residents  and  other  per- 
sons as  nonresidents,  except  that  individuals 
are  considered  residents  in  the  country  of 
their  tax  homes.  In  defining  residence,  how- 
ever, the  bill  contains  an  anti-abuse  rule 
that  prevents  U.S.  citizens  and  resident 
aliens  from  claiming  nonresidence  for  sales 
of  personal  property  if  the  income  derived 
therefrom  is  not  subject  to  tax  in  any  for- 
eign country.  In  the  case  of  inventory  prop- 
erty, the  bill  provides  that  if  a  seller  has  a 
fixed  place  of  business  outside  its  country  of 
residence  that  materially  participates  in  the 
sale,  the  sales  income  is  sourced  in  the  loca- 
tion of  the  fixed  place  of  business  except  in 
the  case  of  sales  to  related  parties  and  sales 
income  derived  in  a  country  barred  by 
treaty  from  taxing  such  income.  In  the  case 
of  sales  of  property  used  by  a  seller  in  his 
trade  or  business,  recapture  income  is 
sourced  where  the  deductions  with  respect 
to  the  property  sold  previously  offset 
income,  and  income  in  excess  of  recapture 
income  is  sourced  under  the  general  resi- 
dence-of-the-seller  rule.  The  bill  sources 
income  attributable  to  the  sale  of  goodwill 
where  the  goodwill  was  developed. 

With  respect  to  inventory  property  manu- 
factured by  a  seller,  the  bill  requires  that  at 
least  50  percent  of  the  total  income  derived 
from  the  sale  be  allocated  to  the  manufac- 
turing activity  and  sourced  in  the  country  of 
manufacture.  For  property  manufactured  or 
produced  by  a  U.S.  resident  in  a  foreign 
trade  or  business,  the  bill  provides  a  special 
rule  to  ensure  foreign  source  for  income  de- 
rived from  these  sales. 

The  House  bill  is  generally  effective  in 
taxable  years  beginning  after  December  31, 
1985,  but  contains  transitional  relief  for 
sales  made  during  1986  under  unrelated 
party  contracts  entered  into  before  1986. 

Senate  Amendment 

The  Senate  amendment  generally  follows 
the  House  bill  for  sales  of  noninventory  per- 
sonal property  by  U.S.  residents  and  for 
sales  of  all  personal  property  by  foreign 
residents.  For  sales  of  inventory  property  by 
U.S.  residents,  the  amendment  retains 
present  law  for  sales  income  and  for  the 
amount  of  income  allocated  to  manufactur- 
ing activity.  For  sales  of  personal  property 
used  in  a  seller's  trade  or  business,  the 
Senate  amendment  follows  the  House  bill 
for  recapture  income  but  retains  the  title 
passage  rule  of  present  law  for  income  in 
excess  of  recapture  income.  The  Senate 
amendment  modifies  the  House  bill's  rule 
for  sourcing  the  income  from  sales  by  U.S. 
residents  of  noninventory.  non-trade  or 
business  property  (such  as  stocks,  bonds,  or 
other  financial  assets)  through  a  fixed  place 
of  business  outside  the  United  States  to  re- 
quire that  the  income  be  subject  to  at  least 
a  10-percent  foreign  tax  in  order  to  be  treat- 
ed as  foreign  source  income.  The  amend- 
ment also  provides  that  income  derived  by 
U.S.  persons  from  sales  of  stock  in  an  80- 
percent  U.S.-owned  foreign  corporation  is 
treated  as  foreign  source  if  the  corporation 
derives  a  substantial  amount  of  its  business 
income  in  the  country  where  the  sale 
occurs. 

The  Senate  amendment  is  effective  for 
taxable  years  beginning  after  1986  for  sales 
by  U.S.  persons  and  controlled  foreign  cor- 
porations, and  for  transactions  entered  into 
after  March  18,  1986  for  other  persons. 


Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment  with  technical  clarifica- 
tions and  with  a  requirement  that  the 
Treasury  Department  study  the  effect  of 
current  law's  title  passage  rule  in  light  of 
the  agreement's  lower  tax  rates  and  in  light 
of  Congressional  trade  concerns,  and  report 
back  to  the  House  Committee  on  Ways  and 
Means  and  the  Senate  Committee  on  Fi- 
nance not  later  than  September  30,  1987. 

The  managers  also  wish  to  clarify  one 
aspect  of  the  Senate  amendment.  It  is  in- 
tended that  the  10-percent  foreign  tax  pay- 
ment requirement  for  foreign  sourcing  of 
income  from  sales  of  certain  property 
through  a  fixed  place  of  business  be  satis- 
fied only  if  the  income  is  taxed  abroad  at  an 
effective  rate  of  at  least  10  percent. 

2.  Transportation  Income 

Present  Law 
Source  of  income 

Treasury  regulations  generally  allocate 
transportation  services  income  between  U.S. 
and  foreign  sources  in  proportion  to  the  ex- 
penses incurred  in  providing  the  services. 
Expenses  incurred  outside  the  three-mile 
limit  of  U.S.  territorial  waters  are  treated  as 
foreign  for  this  calculation.  Income  and 
losses  from  transportation  that  begins  and 
ends  in  the  United  States  are  sourced  in  the 
United  States.  Income  and  losses  from 
transportation  that  begins  in  the  United 
States  and  ends  in  a  U.S.  possession  (or  vice 
versa)  generally  are  treated  as  50-percent 
U.S.  source  and  50-percent  possessions 
source.  Under  a  special  rule,  income  and  ex- 
penses associated  with  the  lease  or  disposi- 
tion of  a  vessel  or  aircraft  that  is  construct- 
ed in  the  United  States  and  leased  to  U.S. 
persons  are  sourced  in  the  United  States,  re- 
gardless of  where  the  vessel  or  aircraft  may 
be  used.  A  similar  special  sourcing  rule  ap- 
plies to  transportation  income  and  expenses 
associated  with  the  lease  of  an  aircraft 
(wherever  constructed)  to  a  regularly  sched- 
uled U.S.  air  carrier,  to  the  extent  the  air- 
craft is  used  on  U.S.-U.S.  possessions  routes. 
Reciprocal  exemption 

The  United  Slates  does  not  tax  foreign 
persons'  earnings  from  the  operation  of 
ships  and  aircraft  registered  in  foreign 
countries  that  grant  equivalent  tax  exemp- 
tions to  U.S.  citizens  and  U.S.  corporations. 
Gross-basis  tax 

The  United  States  (in  contrast  with  a 
number  of  countries)  does  not  impose  a 
gross  basis  tax  on  domestic  source  shipping 
income  of  foreign  persons. 

House  Bill 
Source  of  income 

The  House  bill  sources  transportation 
income  and  loss  attributable  to  U.S.-foreign 
and  foreign-U.S.  routes  as  50-percent  U.S. 
source  and  50-percent  foreign  source  and  re- 
peals the  two  special  sourcing  rules  of 
present  law. 

Reciprocal  exemption 

The  bill  modifies  the  reciprocal  exemption 
for  foreign  persons'  shipping  and  aircraft 
income  so  that  its  availability  turns  on 
whether  a  foreign  person's  residence  coun- 
try gives  U.S.  citizens  and  U.S.  corporations 
an  equivalent  foreign  tax  exemption,  not  on 
whether  the  country  where  the  ship  or  air- 
craft is  registered  gives  such  an  exemption. 
The  bill  does  not  treat  corporations  as  resi- 
dents of  a  country  that  exempts  U.S.  carri- 
ers unless  75  percent  or  more  of  the  ulti- 
mate owners  are  U.S.  shareholders  of  con- 
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Gross  basis  tax 

The  bill  imposes  a  four-percent  gross  basis 
income  tax  on  U.S.  source  transportation 
income  of  foreign  persons,  unless  prohibited 
by  treaty  or  reciprocal  exemption  (with 
anti-conduit  rules  to  prevent  flag  shopping), 
or  unless  the  income  is  effectively  connect- 
ed with  a  U.S.  trade  or  business.  Transporta- 
tion income  is  not  effectively  connected 
with  a  U.S.  trade  or  business  under  the  bill 
unless  attributable  to  a  U.S.  fixed  place  of 
business  where  the  carrier  has  regularly 
scheduled  transportation  into  the  United 
States  to  which  substantially  all  of  the  car- 
rier's U.S.  source  transportation  income  is 
attributable.  The  bill  provides  for  collection 
of  the  gross  basis  tax  through  a  withholding 
requirement  impo.sed  on  the  last  person 
having  control  over  the  income. 

The  bill  is  generally  effective  for  taxable 
years  beginning  after  1985,  but  retains 
present  law  for  certain  leasing  income  at- 
tributable to  an  asset  owned  on  January  1. 
1986,  if  the  asset  was  first  leased  before  that 
date. 

Senate  Amendment 
Source  of  income 

The  Senate  amendment  follows  the  House 
bill  in  determining  the  source  of  transporta- 
tion income  but  excludes  from  the  defini- 
tion of  transportation  income  any  income 
derived  by  an  employee  from  the  perform- 
ance of  personal  services  (except  on  routes 
to  and  from  U.S.  possessions). 
Reciprocal  exemption 

The  Senate  amendment  generally  follows 
the  House  bill  in  determining  foreign  per- 
sons' eligibility  for  reciprocal  exemption.  It 
modifies  the  House  bill's  rule  to  provide 
that  (1)  rental  income  on  a  full  or  bareboat 
basis  is  eligible  for  the  reciprocal  exemp- 
tion; (2)  the  Secretary  may  apply  the  recip- 
rocal exemption  separately  to  different 
types  of  transportation  income  (such  as 
income  from  regularly  scheduled  air  trans- 
portation or  bareboat  charter  income):  and 
(3)  corporations  are  not  considered  residents 
of  countries  that  exempt  U.S.  persons 
unless  50  percent  or  more  of  the  ultimate 
individual  owners  are  U.S.  shareholders  of 
controlled  foreign  corporations  or  are  resi- 
dents of  countries  that  exempt  U.S.  carriers 
from  tax. 
Gross  basis  tax 

The  amendment  generally  follows  the 
House  bill  in  imposing  a  four-percent  gross 
basis  tax  on  U.S.  source  transportation 
income  of  foreign  persons,  but  limits  the 
tax's  application  to  residents  of  countries 
that  impose  gross  tax  on  transportation 
income  of  U.S.  persons  (with  anti-conduit 
rules  to  prevent  flag  shopping).  The  amend- 
ment does  not  contain  the  House  bill  rules 
modifying  the  determination  of  effectively 
connected  transportation  income  and  col- 
lecting the  gross  basis  tax  by  withholding. 
Instead,  the  amendment  retains  present 
laws  determination  of  effectively  connected 
income  and  requires  foreign  persons  to  file 
U.S.  income  tax  returns.  The  amendment 
allows  foreign  persons  not  resident  in  coun- 
tries that  impose  gross  basis  tax  on  U.S.  per- 
sons to  elect  to  be  taxed  on  a  net  basis  on 
transportation  income  not  effectively  con- 
nected with  a  U.S.  trade  or  business. 
The  amendment  is  generally  effective  for 

taxable    years    beginning    after    1986    but 

adopts  the  House  bill's  grandfather  rule  and 

contains  a  targeted  transitional  rule. 


Conference  Agreement 
Source  of  income 

The  conference  agreement  follows  the 
Senate  amendment.  The  conferees  wish  to 
clarify  that  income  derived  from  personal 
services  performed  as  an  employee  that  is 
excluded  from  U.S.  source  gross  transporta- 
tion income  continues  to  be  taxed  as  under 
present  law.  Thus,  the  sourcing  of  such 
income  is  unchanged:  income  attributable  to 
services  performed  in  the  United  States  or 
in  U.S.  territorial  waters  is  U.S.  source. 
Reciprocal  exemption 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  the  fol- 
lowing clarifications.  The  agreement  pro- 
vides that  a  foreign  corporation  organized  in 
a  country  that  exempts  U.S.  citizens  and  do- 
mestic corporations  from  tax  on  shipping 
income  will  be  exempt  from  U.S.  tax  on 
shipping  income,  notwithstanding  that 
third  country  residents  have  interests  in  the 
corporation,  provided  at  least  50  percent  of 
its  value  is  benefically  owned  by  individuals 
that  reside  in  countries  which  have  recipro- 
cal tax  exemptions  with  the  United  States. 
Individuals  that  reside  in  countries  which 
have  reciprocal  exemptions  with  the  United 
States  qualify  for  this  purpose  even  if  they 
are  citizens  or  subjects  of  third  countries 
that  do  not  have  such  exemptions  in  place. 
Residence,  for  this  purpose,  is  intended  to 
mean  the  country  of  an  individual's  tax 
home.  The  conferees  wish  to  clarify  that 
the  agreement's  provisions  do  not  deny  any 
benefits  available  under  present  law  in  an 
income  tax  treaty  between  the  United 
States  and  a  foreign  country. 
Gross  ba^is  tax 

The  conference  agreement  follows  the 
House  bill  in  applying  the  gross  basis  tax 
and  in  determining  a  foreign  person's  effec- 
tively connected  transportation  income,  but 
adopts  the  Senate  amendment's  method  of 
collecting  any  tax  due.  The  agreement 
modifies,  however,  the  determination  of  ef- 
fectively connected  transportation  income 
in  one  respect:  a  foreign  person  engaged  in 
the  leasing  of  ships  or  aircraft  will  derive 
transportation  income  effectively  connected 
with  a  U.S.  trade  or  business  only  if  sub- 
stantially all  of  the  person's  U.S.  source 
gross  transportation  income,  is  earned 
through  a  fixed  place  of  business  in  the 
United  States. 

The  agreement  is  generally  effective  for 
taxable  years  beginning  after  1986  but  re- 
tains present  law  for  certain  leasing  income 
attributable  to  an  asset  owned  on  January  1, 
1986  if  the  asset  was  first  leased  before  that 
date  and  contains  a  targeted  transitional 
rule. 

3.  Other  Offshore  Income  and  Income  Earned  in 
Space 

Present  Law 

Income  derived  by  U.S.  residents  from  ac- 
tivities conducted  in  space  or  outside  the 
territorial  waters  of  any  country  is  generally 
treated  as  foreign  source. 

House  Bill 

The  House  bill  sources  offshore  income 
and  income  earned  in  space  in  the  recipi- 
ent's country  of  residence.  The  bill  defines 
this  income  to  include  any  activity  for  the 
use.  or  hiring  or  leasing  for  use,  of  a  space- 
craft, any  activity  conducted  on  or  beneath 
water  not  within  the  jurisdiction  (as  recog- 
nized by  the  United  States)  of  any  country, 
and  any  activities  performed  in  Antarctica. 
The  bill  excludes  from  this  definition  any 
activity  giving  rise  to  transportation  income 
and  any  activity  with  respect  to  mines,  oil 


and  gas  wells,  or  other  natural  deposits  lo- 
cated within  a  country's  jurisdiction  (as  rec- 
ognized by  the  United  States).  The  bill 
treats  foreign  corporations  controlled  by 
U.S.  persons  as  U.S.  residents.  The  bill  is  ef- 
fective for  taxable  years  beginning  after 
1985. 

Senate  Amendment 
The  Senate  amendment  generally  follows 
the  House  bill  but  sources  income  from  the 
transmission  of  communications  from  the 
United  States  to  any  foreign  country  (or 
vice-versa)  as  50  percent  U.S.  source  and  50 
percent  foreign  source.  The  amendment  is 
effective  for  taxable  years  beginning  after 
1986. 

Conference  Agreement 
The    conference    agreement    follows    the 
Senate  amendment,  with  modifications.- 

The  agreement  does  not  adopt  the  pro- 
vision that  treats  a  foreign  corporation  con- 
trolled by  U.S.  persons  as  a  U.S.  person  for 
purposes  of  the  source  rule.  The  applica- 
tion of  the  separate  foreign  tax  credit  limi- 
tation for  shipping  income  to  any  space  or 
ocean  income  derived  by  a  controlled  for- 
eign corporation  provides  adequate  assur- 
ance, in  the  conferee's  view,  that  high  for- 
eign taxes  on  unrelated  income  will  not  in- 
appropriately offset  U.S.  taxes  on  this  gen- 
erally low-taxed  income. 

The  conference  agreement  modifies  the 
Senate  amendment's  provision  that  treats 
international  communication  income  as  50- 
percent  U.S.  source  and  50-percent  foreign 
source  by  applying  this  source  rule  to  U.S. 
persons  only.  However,  the  conference 
agreement  treats  international  communica- 
tion income  derived  by  foreign  persons  as 
U.S.  source  if  the  income  is  attributable  to  a 
U.S.  office  or  other  U.S.  fixed  place  of  busi- 
ness, and  provides  regulatory  authority  to 
treat  other  international  communication 
income  derived  by  a  foreign  person  (e..g.,  a 
controlled  foreign  corporation)  as  other 
than  foreign  source.  In  particular,  the  con- 
ferees anticipate  that  treatment  of  such 
income  in  the  hands  of  controlled  foreign 
corporations  like  similar  income  in  the 
hands  of  U.S.  persons  may  be  necessary  to 
preserve  the  integrity  of  the  provision. 

4.  Dividend  and  Interest  Income 
Present  Law 

Dividend  and  interest  income  generally  is 
sourced  in  the  country  of  residence  of  the 
payor.  However,  if  a  U.S.  corporation  de- 
rives more  than  80  percent  of  iU  income 
from  foreign  sources  (such  a  corporation  is 
referred  to  as  an  '80/20  company  ").  all  divi- 
dends and  interest  paid  by  that  corporation 
are  treated  as  foreign  source  income.  A  simi- 
lar exception  applies  to  interest  paid  by  a 
resident  alien  individual  who  derives  more 
than  80  percent  of  his  or  her  income  from 
foreign  sources  (an  -80/20  individual"). 
Treating  this  income  as  foreign  source  in- 
creases the  foreign  tax  credit  limitation  of 
U.S.  recipients  and  precludes  imposition  of 
U.S.  withholding  tax  for  foreign  recipients. 

Another  exception  to  the  residence-of-the- 
payor  rule  applies  to  dividends  paid  by  U.S. 
corporations  that  have  elections  in  effect 
under  Code  section  936  (possessions  corpo- 
rations). Dividends  paid  by  possessions  cor- 
porations are  treated  as  foreign  source. 

Other  exceptions  to  the  general  sourcing 
rule  for  interest  income  function  as  exemp- 
tions from  U.S.  tax  for  limited  classes  of 
income  earned  by  foreign  persons.  For  ex- 
ample, interest  on  foreign  persons'  U.S. 
bank  accounts  and  deposits  is  treated  as  for- 
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eign  source  and.  consequently,  is  not  subject 
to  U.S.  withholding  tax. 

House  Bill 

The  House  bill  generally  repeals  the  spe- 
cial source  rule  for  dividends  and  interest 
paid  by  80/20  companies  and  interest  paid 
by  80/20  individuals.  Thus,  the  bill  general- 
ly treats  this  income  as  U.S.  source.  The  bill 
preserves  two  exceptions  to  U.S.  sourcing, 
however:  ( 1)  it  exempts  from  U.S.  withhold- 
ing tax  interest  paid  to  unrelated  foreign 
persons  by  an  80/20  company  engaged  in  an 
active  trade  or  business  in  a  foreign  country 
so  long  as  the  interest  is  attributable  to  the 
active  business,  and  (2)  it  allows  unrelated 
U.S.  financial  institutions  to  continue  to 
treat  as  foreign  source  interest  received 
from  80/20  companies  engaged  in  the  active 
conduct  of  a  foreign  trade  or  business  so 
long  as  the  interest  is  attributable  to  the 
active  business.  The  bill  also  retains  present 
law  for  dividends  paid  by  possessions  corpo- 
rations. 

The  House  bill  repeals  for  certain  classes 
of  income  other  special  source  rules  of 
present  law  but  retains  a  U.S.  tax  exemp- 
tion for  this  income  (i.e.,  the  bill  treats  this 
income  as  U.S.  source  but  excludes  the 
income  from  U.S.  withholding  tax). 

The  provisions  are  generally  effective  for 
dividends  and  interest  paid  in  taxable  years 
beginning  after  1985.  Present  law  is  retained 
for  interest  paid  on  debt  obligations  out- 
standing on  E>ecember  31.  1985,  and  a  tar- 
geted transitional  rule  for  dividends  is  pro- 
vided. 

Senate  Amendment 

The  Senate  amendment  provides  that  divi- 
dends and  interest  paid  by  an  80/20  compa- 
ny and  interest  paid  by  an  80/20  individual 
are  sourced  under  a  look-through  rule  that 
bases  sourcing  on  the  source  of  the  income 
derived  by  the  payor.  The  amendment  fol- 
lows the  House  bill  in  retaining  present  law 
for  dividends  paid  by  possessions  corpora- 
tions. 

The  amendment  follows  the  House  bill  in 
repealing  foreign  sourcing,  but  retaining 
U.S.  tax  exemption,  for  certain  classes  of 
income  paid  by  U.S.  corporations. 

The  Senate  amendment  applies  to  interest 
and  dividends  paid  in  taxable  years  begin- 
ning after  1986. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  House  bill  in  repealing  the  special 
sourcing  rule  of  present  law  for  dividends 
and  interest  paid  by  80/20  companies,  with 
modifications  that  incorporate  the  Senate 
amendment's  look-through  rules  in  certain 
cases  (including  application  to  80/20  individ- 
uals). The  conferees  are  of  the  view  that  the 
United  Slates  should  generally  retain  pri- 
mary tax  jurisdiction  over  dividends  and  in- 
terest paid  by  its  residents.  Particularly 
with  respect  to  dividends  paid  to  U.S.  per- 
sons, the  conferees  do  not  believe  that  divi- 
dends should  be  foreign  source  since  the 
payor  computes  its  foreign  tax  credit  limita- 
tion, accounts  for  its  foreign  source  income, 
and  credits  any  foreign  taxes  imposed  on 
that  income  at  the  payor  level.  The  confer- 
ees believe  that  it  is  appropriate  to  treat  in- 
terest that  an  80/20  company  pays  its  U.S. 
shareholders  more  favorably  than  dividends 
it  pays  them  (by  allowing  flow-through  of 
source  for  interest  but  not  for  dividends)  be- 
cause that  interest,  unlike  the  dividends,  is 
likely  to  reduce  foreign  taxes  that  the 
United  States  may  have  to  credit. 

The  conferees  believe,  however,  that,  in 
certain  cases,  U.S.  sourcing  of  dividends  and 
interest  is  not  appropriate  in  the  context  of 


a  U.S.  corporation  primarily  engaged  in  an 
active  trade  or  business  in  foreign  jurisdic- 
tions (including  U.S.  possessions).  The  con- 
ference agreement  provides  that  foreign 
shareholders  of  a  U.S.  corporation  engaged 
in  an  active  trade  or  business  in  foreign  ju- 
risdictions to  which  at  least  80  percent  of 
the  corporation's  gross  income  is  attributa- 
ble are  subject  to  U.S.  withholding  tax  on 
the  percentage  of  the  dividends  paid  by  that 
corporation  that  the  corporations  U.S. 
source  gross  income  bears  to  the  corpora- 
tion's total  gross  income  measured  over  the 
3-year  period  preceding  the  year  of  pay- 
ment. Interest  received  from  a  U.S.  corpora- 
tion that  meets  the  above-described  80-p>er- 
cent  active  business  requirement  also  re- 
tains foreign  sourcing,  as  follows:  unrelated 
U.S.  and  foreign  recipients  are  to  treat  the 
entire  interest  payment  as  foreign  source; 
related  recipients  must  treat  as  U.S.  source 
a  percentage  of  the  interest  equal  to  the 
ratio  of  the  corporation's  U.S.  source  gross 
income  to  the  corporation's  total  gross 
income  (measured  over  the  3-year  period 
preceding  the  .vear  of  payment).  The  agree- 
ment provides  similar  rules  for  interest  paid 
by  resident  alien  individuals  engaged  in 
active  foreign  businesses  in  foreign  jurisdic- 
tions. 

The  conference  agreement  provides  that 
the  80-percent  active  business  requirement 
may  be  met  by  the  U.S.  corporation  alone 
or,  instead,  may  be  met  by  a  group  including 
domestic  or  foreign  subsidiaries  in  which 
the  U.S.  corporation  owns  a  controlling  in- 
terest (at  least  a  50-percent  interest).  In  al- 
lowing attribution  of  a  subsidiary's  active 
foreign  business  to  a  controlling  corporate 
shareholder,  the  conferees  also  intend  that 
the  character  (i.e.,  foreign  active  business 
income)  of  the  subsidiary's  gross  income  be 
attributed  to  the  corporate  shareholder  on 
the  receipt  of  dividends  for  purposes  of  de- 
termining the  percentage  of  dividends  paid 
by  the  shareholder  that  are  U.S.  source. 
Thus,  dividends  received  by  a  corporate 
shareholder  from  controlled  subsidiaries, 
though  treated  as  U.S.  source,  are  to  be 
characterized  as  foreign  active  business 
income  in  the  same  proportion  that  the  con- 
trolled subsidiaries'  foreign  active  business 
income  bears  to  their  total  gross  income  for 
this  purpose. 

The  agreement  defines  a  related  person  as 
any  individual,  corporation,  partnership, 
trust,  or  estate  which  owns  a  10-percent  in- 
terest in  the  payor,  or  in  which  the  payor 
owns  a  10-percent  interest,  as  well  as  any  10- 
percent  interest  in  a  corporation,  partner- 
ship, trust,  or  estate  owned  by  the  same  per- 
sons that  own  a  10-percent  interest  in  the 
payor. 

The  agreement's  provisions  are  illustrated 
in  the  following  example.  Assume  that  a 
U.S.  corporation  and  an  unrelated  foreign 
corporation  jointly  incorporate  a  second 
U.S.  corporation  to  operate  a  mining  busi- 
ness in  a  foreign  country.  The  second  U.S. 
corporation  earns  $450  of  income,  all  of 
which  is  foreign  source,  from  the  mining  op- 
eration in  its  first  year  and  $50  of  U.S. 
source  income  from  investments  in  the 
United  States.  At  the  end  of  the  year,  the 
second  corporation  distributes  a  $100  divi- 
dend to  each  of  its  two  shareholders.  The 
first  U.S.  corporation  in  turn  distributes  $50 
to  its  shareholders,  all  of  whom  are  foreign 
residents.  The  agreement  treats  the  $100 
dividend  to  the  first  U.S.  corporation  as  en- 
tirely U.S.  source:  the  $100  dividend  to  the 
foreign  shareholder  is  treated  as  90  percent 
foreign  source  and  as  10  percent  U.S.  source. 
Since  the  first  U.S.  corporation  owns  a  con- 


trolling interest  in  the  second  U.S.  corpora- 
tion, the  second  corporation's  active  foreign 
business  is  attributed  to  the  first 
corporation;  therefore,  assuming  that  the 
first  corporation  has  no  other  income,  the 
first  corporation  satisfies  the  agreement's 
80-percent  active  foreign  business  require- 
ment. Even  though  it  is  treated  as  U.S. 
source,  the  dividend  from  the  second  corpo- 
ration retains  the  same  character  as  the 
second  corporation's  income  in  determining 
the  source  of  dividends  paid  by  the  first  cor- 
poration. Accordingly,  under  the  agreement, 
since  the  first  corporation  has  no  other 
income,  90  percent  of  the  first  corporation's 
dividends  paid  to  its  shareholders  are  for- 
eign source  and  10  percent  are  U.S.  source. 
If.  however,  for  example,  the  first  U.S.  cor- 
poration had  $13  or  more  of  non-foreign 
active  business  income  in  that  year,  the  first 
corporation  would  not  satisfy  the  80-percent 
foreign  active  business  requirement  and 
would,  therefore,  pay  all  U.S.  source  divi- 
dends. 

In  adopting  the  new  80/20  standards,  the 
conferees  decided  against  requiring  a  mini- 
mum amount  of  dividends  and  interest  paid 
to  foreign  persons  to  be  subject  to  U.S.  tax 
because  of  the  agreement's  minimum  tax 
provision  which  ensures  that  profitable  U.S. 
80/20  corporations  pay  some  U.S.  tax  (the 
provision  that  only  allows  90  percent  of 
creditable  foreign  taxes  to  offset  the  alter- 
native minimum  tax).  The  conferees  are  of 
the  view  that  that  provision  achieves  their 
policy  objective;  that  profits  flowing 
through  U.S.  corporations  not  escape  al! 
U.S.  tax  at  the  corporate  and  shareholder 
levels. 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  in  (1) 
repealing  foreign  sourcing.  but  preserving 
U.S.  tax  exemption,  for  certain  limited 
classes  of  income  (e.g..  interest  on  bank  de- 
posits), and  (2)  in  retaining  foreign  sourcing 
for  dividends  paid  by  possessions  corpora- 
tions. 

The  agreement  adopts  the  Senate  amend- 
ment's general  effective  date  but  contains 
the  House  bill's  grandfather  rule  for  indebt- 
edness outstanding  on  December  31,  1985 
and  contains  a  targeted  transitional  rule.  In 
addition,  the  agreement  provides  that,  in  de- 
termining the  amount  of  dividends  paid  to 
foreign  shareholders  and  interest  paid  to  re- 
lated persons  in  1987  that  are  U.S.  source,  a 
calendar  year  80/20  company  under  present 
law  is  to  use  the  base  period  1984,  1985.  and 
1986  in  computing  its  U.S.  source  portion. 
Interest  paid  to  unrelated  persons  in  1987  is 
foreign  source  if  paid  by  a  corporation  that 
is  an  80/20  company  under  present  law.  The 
agreement  provides  that,  for  1988  and  sub- 
sequent years,  the  amount  of  dividends  and 
interest  that  are  treated  as  U.S.  source 
under  the  agreement  is  to  be  determined  by 
the  payor's  income  measured  over  a  base 
period  beginning  in  1987.  Similar  rules 
apply  to  80/20  individuals  (as  defined  under 
present  law). 

5.   Allocation   of   Interest   and   Other   Expenses 
(Other  Than  Research  and  Development) 

Present  Law 
Under  Treasury  regulations,  taxpayers 
generally  allocate  interest  and  other  ex- 
penses between  gross  U.S.  and  gross  foreign 
income  on  a  separate,  company-by-company 
basis,  even  if  they  are  members  of  an  affili- 
ated group.  The  separate  company  alloca- 
tion rule  conflicts  with  a  Court  of  Claims 
case.  International  Telephone  <fe  Telegraph 
Corp.  V.  United  States,  79-2  USTC  para. 
9649,  decided  under  the  law  in  effect  prior 
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to  the  effective  date  of  the  regulations, 
which  indicates  that  expenses  that  are  not 
definitely  allocable  against  U.S.  or  foreign 
gross  income  should  be  deducted  from  gross 
income  on  a  consolidated  group  basis. 

Generally,  under  Treasury  regulations,  in- 
terest expense  is  allocated  between  U.S.  and 
foreign  income  on  the  basis  of  the  value  of 
the  taxpayer's  assets  that  generate  U.S.  and 
foreign  income.  For  affiliates,  only  stock 
basis  is  taken  into  account.  In  limited  cases, 
interest  on  nonrecourse  debt  is  directly  allo- 
cated against  the  income  from  the  asset  fi- 
nanced by  that  debt. 

Optional  arci^  income  methods  for  appor- 
tioning interest  expense  are  alco  available 
under  the  regulations. 

Taxpayers  generally  may  take  into  ac- 
count tax-exempt  income  and  assets  in  allo- 
cating deductible  interest  and  other  ex- 
penses. Since  tax-exempt  income  and  assets 
are  generally  U.S.-based,  taxpayers  can 
aeiivtr  d  second  tax  benefit  (higher  foreign 
income  and,  hence  a  higher  foreign  tax 
credit  limitation)  from  ownership  of  tax- 
exempt  assets. 

House  Bill 

The  House  bill  generally  requires  alloca- 
tion of  interest  expense  as  if  an  affiliated 
group  consisted  of  one  taxpayer.  Except  to 
the  extent  provided  in  regulations,  the  bill 
provides  that  a  similar  rule  applies  to  other 
expenses  not  directly  allocable  to  a  class  of 
income. 

The  House  bill  generally  requires  all  cor- 
porate members  of  U.S.  affiliated  groups  to 
allocate  interest  on  a  consolidated  group 
basis  but  it  permits  some  corporations  that 
cannot  join  in  filing  consolidated  returns  to 
continue  allocating  expenses  on  a  separate 
company  basis.  It  permits  financial  institu- 
tions to  allocate  interest  expense  separately 
if  their  activities  are  independent  of  other 
members.  The  House  bill  modifies  the  asset 
method  of  allocating  interest  expense  by 
looking  to  earnings  and  profits  of  foreign 
corporations  as  well  as  stock  basis,  and  it 
eliminates  the  optional  gross  income  meth- 
ods for  apportioning  interest  expense.  Tax- 
exempt  income  and  assets  generating  tax- 
exempt  income  are  not  taken  into  account 
for  purposes  of  allocating  interest  expense. 
The  House  bill  does  not  use  the  one-taxpay- 
er method  to  allocate  interest  that  is  direct- 
ly allocable  under  present  law. 

The  House  bill  is  generally  effective  for 
taxable  years  beginning  after  1985.  The  al- 
location of  interest  on  pre-existing  loans  is 
phased  in  over  a  three-year  period.  An  alter- 
native transitional  rule  permits  up  to  a  five- 
year  phase-in  of  the  consolidated  group  rule 
for  recent  loans,  and  a  targeted  transitional 
rule  is  provided. 

Senate  Amendment 

The  Senate  amendment  generally  follows 
the  House  bill,  with  substantial  modifica- 
tions. Instead  of  basing  interest  expense  al- 
location on  expenses  of  a  U.S.  affiliated 
group  only,  as  the  House  bill  does,  the 
Senate  amendment  provides  that  corporate 
members  of  affiliated  groups  must  allocate 
interest  between  U.S.  and  foreign  income  on 
the  basis  of  an  expanded  affiliated  group, 
which  includes  foreign  and  possessions  cor- 
porations. The  Senate  amendment  follows 
the  House  bill  with  respect  to  the  allocation 
of  expenses  other  than  interest. 

In  addition,  the  Senate  amendment  pro- 
vides an  exception  for  "qualified"  debt  (in 
general,  unguaranteed  debt)  of  lower-tier 
U.S.  members.  Upon  a  group-wide  election, 
such  debt  of  any  U.S  member  is  treated  as 
supporting    only    that    member's    assets. 


Under  an  equalization  rule,  other  members' 
unqualified  debt  is  allocated  to  foreign 
income  to  the  extent  necessary  to  reach  the 
result  under  the  general  rule,  if  possible. 

The  Senate  amendment  (unlike  the  House 
bill)  makes  no  exceptions  to  the  interest  al- 
location rules  for  financial  institutions. 

In  connection  with  the  consideration  of 
interest  expense  of  foreign  affiliates,  all 
assets  of  U.S..  foreign,  and  possessions  affili- 
ates (including  debt-financed  assets)  are 
taken  into  account  for  purposes  of  the  asset 
method  of  allocating  interest  expense. 

The  Senate  amendment  requires  the  Sec- 
retary to  prescribe  regulations  to  apportion 
the  expenses  that  are  allocated  to  foreign 
source  income  among  the  various  categories 
of  foreign  source  income  that  are  subject  to 
separate  foreign  tax  credit  limitations. 

The  Senate  amendment  is  generally  effec- 
tive for  taxable  years  beginning  after  1986, 
but  the  allocation  of  interest  on  existing 
loans  is  phased  in  over  4  years.  Targeted 
transitional  rules  are  provided. 

Conference  Agreement 

In  general 

The  conference  agreement  generally  fol- 
lows the  House  bill.  Except  to  the  extent 
provided  in  regulations,  expenses  other 
than  interest  that  are  not  directly  allocable 
or  apportioned  are  to  be  allocated  and  ap- 
portioned as  if  all  members  of  the  affiliated 
group  were  one  taxpayer.  The  agreement, 
like  the  Senate  amendment,  includes  posses- 
sions corporations  (sec.  936)  in  the  group 
treated  as  one  taxpayer.  Jn  addition,  the 
agreement  contains  the  Senate  provision  re- 
quiring regulations  to  allocate  interest  to 
income  subject  to  the  separate  foreign  tax 
credit  limitations. 

The  conference  agreement  modifies  the 
provision  applying  the  one-taxpayer  rule  to 
banks  for  the  purpose  of  interest  expense 
allocation.  The  agreement  makes  it  clear 
that  all  banks  in  a  group  are  to  be  treated  as 
one  taxpayer  (rather  than  each  bank  being 
treated  as  a  separate  taxpayer  for  this  pur- 
pose). 

The  conference  agreement  extends,  under 
regulations,  the  application  of  the  one-tax- 
payer rule  for  expense  allocation  beyond 
the  foreign  tax  credit  limitations  of  Code 
section  904  to  other  provisions  governing 
international  taxation. 

In  the  case  of  an  integrated  financial 
transaction  such  as  a  debt-financed  acquisi- 
tion of  foreign  currency  debt  obligations  or 
similar  arbitrage  transactions,  the  agree- 
ment authorizes  the  Secretary  to  provide 
for  the  direct  allocation  of  interest  expense 
incurred  on  funds  borrowed  to  acquire  these 
assets  against  income  from  the  assets  in- 
volved in  the  integrated  transaction,  if  ap- 
propriate. In  addition,  the  conferees  intend 
that  the  Secretary  use  the  regulatory  au- 
thority provided  in  the  agreement  to  allo- 
cate interest  expenses  directly  to  interest  or 
other  passive  income  where  such  a  direct  al- 
location is  necessary  to  prevent  taxpayers 
from  defeating  the  purposes  of  this  provi- 
sion. 

When  a  taxpayer  owns  at  least  a  10-per- 
cent interest  in  a  U.S.  corporation  but  that 
corporation  is  not  part  of  the  group  treated 
as  one  taxpayer,  the  taxpayer's  basis  in  that 
stock  is  to  be  increased  by  the  taxpayer's 
share  of  the  earnings  and  profits  of  the  U.S. 
corporation.  This  basis  step-up  conforms  to 
that  required  for  stock  of  foreign  corpora- 
tions whose  dividends  are  eligible  for  the 
deemed-paid  foreign  tax  credit. 


Effective  dale  and  transitional  rules 

The  conference  agreement  is  generally  ef- 
fective for  taxable  years  beginning  after 
1986.  The  conference  agreement  adopts  the 
targeted  transitional  rules  of  the  Senate 
amendment,  one  additional  targeted  transi- 
tional rule  and  one  special  rule.  It  adopts 
the  general  transition  rules  of  the  House 
bill,  applying  the  three-,  four-,  and  five-year 
transition  rules  for  taxable  years  beginning 
after  1986  with  respect  to  the  amount  of 
debt  outstanding  on  November  16,  1985.  For 
the  purpose  of  this  provision's  phase-in 
rules  for  interest  expense,  only  interest- 
bearing  indebtedness  is  to  be  considered  as 
debt  outstanding  on  November  16,  1985.  If  a 
portion  of  a  taxpayer's  debt  is  not  eligible 
for  the  benefits  of  a  phase-in  rule,  the  bene- 
fits of  the  rule  are  to  apply  to  interest  in- 
curred with  respect  to  each  of  the  taxpay- 
er's outstanding  debt  obligations  on  a  pro 
rata  basis. 

The  general  three-year  "phase-in"  rule  of 
the  House  bill  applies  to  all  the  elements  of 
the  interest  expense  allocation  (including 
the  change  to  consider  an  affiliated  group 
as  one  taxpayer,  the  elimination  of  the 
gross  income  method,  and  the  modification 
of  the  asset  method).  This  "phase-in"  rule 
provides  that  for  the  first  three  taxable 
years  of  the  taxpayer  beginning  after  De- 
cember 31.  1986,  the  bill's  interest  expen.se 
allocation  rules  apply  only  to  an  applicable 
percentage  of  interest  expense  paid  or  ac- 
crued by  the  taxpayer  during  the  laxable 
year.  That  applicable  percentage  is  deter- 
mined with  respect  to  an  amount  of  indebt- 
edness that  does  not  exceed  the  amount 
outstanding  on  November  16.  1985.  In  the 
case  of  the  first  taxable  year,  the  applicable 
percentage  is  25  percent;  in  the  case  of  the 
second  taxable  year,  the  applicable  percent- 
age is  50  percent;  in  the  case  of  the  third 
taxable  year,  the  applicable  percentage  is  75 
percent. 

A  separate  transitional  rule,  adopted  from 
the  House  bill,  applies  only  to  the  rule  re- 
quiring consideration  of  the  consolidated 
group  for  determination  of  interest  expense 
(new  sec.  864(e)(1)).  That  rule  considers 
only  recently  incurred  indebtedness.  In  the 
case  of  an  increase  in  the  amount  of  a  tax- 
payer's outstanding  debt  on  May  29.  1985, 
over  the  amount  of  the  taxpayer's  outstand- 
ing debt  on  December  31,  1983,  the  interest 
expense  rule  that  requires  consideration  of 
the  consolidated  group  is  phased  in  over  five 
years.  In  the  case  of  the  first  taxable  year 
beginning  after  1986.  the  rule  applies  only 
to  16-2/3  percent  of  the  interest  expenses 
paid  or  accrued  by  the  taxpayer  on  the  in- 
creased indebtedness.  In  the  case  of  the 
second  taxable  year  beginning  after  1986, 
the  rule  applies  to  only  33-1/3  percent  of 
the  interest  expenses  paid  or  accrued  by  the 
taxpayer  on  the  increased  indebtedness,  and 
so  on,  until  the  rule  applies  to  83-1/3  per- 
•  cent  of  interest  expenses  on  the  increased 
indebtedness  in  the  fifth  year  begirming 
after  1986,  and  to  all  interest  expense. 

A  similar  separate  four-year  transitional 
"phase-in"  rule  (also  adopted  from  the 
House  bill)  applies  to  certain  increases  in  in- 
debtedness incurred  during  1983.  The  one- 
taxpayer  rule  will  apply  only  to  the  applica- 
ble percentage  of  interest  expenses  paid  or 
accrued  on  the  increased  indebtedness  by 
the  taxpayer  during  the  taxable  year.  In  the 
case  of  the  first  taxable  year,  the  applicable 
percentage  is  20;  in  the  second  year,  40:  in 
the  third  year,  60;  and  in  the  fourth  year, 
80. 
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The  three-,  four-,  and  five-year  phase-in 
rules  apply  to  interest  expenses  paid  or  ac- 
crued with  respect  to  an  applicable  amount 
of  indebtedness.  These  rules  allow  present 
law  to  apply  to  a  certain  percentage  of  in- 
terest expenses  on  such  indebtedness.  The 
phase-in  rules  are  not  to  apply  indebtedness 
increases  future  years  after  decreasing  to 
equal  again  the  indebtedness  outstanding 
on  November  16.  1985.  However,  if.  for  ex- 
ample, a  taxpayer  refinances  debt  outstand- 
ing on  November  16.  1985  by  incurring  new 
debt  as  it  pays  off  old  debt,  and  the  docu- 
mentation for  the  new  debt  specifically 
identifies  the  old  debt  being  refinanced,  the 
phase-in  rules  are  intended  to  apply  to  the 
new  debt. 

In  the  case  of  a  company  that  acquires  an- 
other company  after  November  16.  1985.  the 
debt  of  the  target  and  the  acquirer  are  to  be 
aggregated  in  determining  the  amount  of 
debt  qualifying  for  transition  relief.  For  ex- 
ample, if  a  corporation  with  $50  of  debt  out- 
standing on  that  date  acquires  on  June  1. 
1986.  another  corporation  that  had  $20  of 
debt  outstanding  on  November  16.  1985.  the 
amount  of  debt  of  the  group  qualifying  for 
transitional  relief  is  $70. 

S.   Allocation   of  Research   Expenses  to   Koreiicn 
Source  Income 

Present  Law 

A  suspended  Treasury  Regulation  (sec. 
1.861-8)  rule  requires  taxpayers  with  for- 
eign source  income  from  products  in  a  prod- 
uct area  in  which  the  taxpayers  do  U.S.  re- 
search to  allocate  part  of  their  U.S.  research 
expense  against  the  foreign  source  income. 
In  1981.  the  Congress  suspended  this  rule 
for  two  years,  so  that  all  U.S.  research  ex- 
penditures generally  offset  U.S.  source 
income.  In  1984.  the  Congress  extended  the 
moratorium  for  two  additional  years. 
House  BUI 

The  House  bill  provides  that  taxpayers 
are  to  apportion  50  percent  of  their  U.S.-in- 
curred  research  expense  to  domestic  income 
and  apportion  the  remainder  on  the  basis  of 
gross  sales  or  gross  income.  The  bill  is  gen- 
erally effective  for  taxable  years  beginning 
after  August  1.  1985  and  on  or  before 
August  1,  1987. 

Senate  Amendment 

The  Senate  amendment  follows  the  House 
bill  except  that  it  requires  taxpayers  to  ap- 
portion 75  percent  of  their  U.S.-incurred  re- 
search expense  to  domestic  income  and  ap- 
portion the  remainder  on  the  basis  of  gross 
sales  or  gross  income.  Since  the  Consolidat- 
ed Omnibus  Budget  Reconciliation  Act  of 
1985  extended  the  regulation  moratorium 
one  additional  year,  the  Senate  amendment 
is  effective  for  taxable  years  beginning  after 
August  1,  1986  and  on  or  before  August  1. 
1987. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  but  is  effective  for  taxable  years 
beginning  after  August  1.  1986  and  on  or 
before  August  1,  1987. 

Because  of  the  importance  of  U.S.-based 
research  activity,  the  conferees  encourage 
the  tax-writing  committees  to  continue  to 
study  whether  any  additional  permanent 
tax  incentives  for  U.S.  research  might  be  ap- 
propriate. The  conferees  consider  it  impor- 
tant that  the  relative  equity  and  efficiency 
of  alternative  tax  incentives  be  fully  ana- 
lyzed before  any  decision  is  made  to  adopt  a 
permanent  tax  incentive.  The  conference 
agreement  does  not  reflect  a  judgment  by 
the  conferees  that  any  provision  of  the  ex- 
isting regtilation  is  necessarily  correct  or  in- 


correct. It  is  anticipated  that  the  Treasury 
Department  will  expeditiously  pursue  a  per- 
manent resolution  of  the  allocation  issue. 
The  conferees  do.  however,  consider  it  im- 
portant that  the  Treasury  Department  re- 
examine its  regulations  in  light  of  concerns 
expressed  by  the  tax-writing  committees  of 
both  Houses.  Moreover,  the  conferees 
expect  that  the  Treasury  Department,  in 
connection  with  the  U.S.  treaty  process,  will 
resolve  any  incompatibility  with  foreign  tax 
systems  that  may  arise  if  the  regulations 
were  to  go  into  effect. 

C.  U.S.  Taxation  of  Income  Earned  Through 
KoreiKP  Corporations 
I.  Tax  Haven  Income  Subject  to  Current  Tax 

Present  Law 
a.  Tax  haven  income  generally 

In  general,  no  current  U.S.  tax  is  imposed 
on  the  foreign  income  of  a  foreign  corpora- 
tion, and  a  U.S.  investor  in  a  foreign  corpo- 
ration is  taxed  only  when  income  is  distrib- 
uted to  him.  However,  the  deferral  of  U.S. 
tax  on  the  income  of  U.S.-owned  foreign 
corporations  does  not  apply  to  certain  liinds 
of  income  that  are  suited  to  tax  haven  oper- 
ations. Under  the  Code's  subpart  F  rules 
(sees.  951-964).  when  a  U.S.-controlled  for- 
eign corporation  earns  this  tax  haven 
income,  the  United  States  will  generally  tax 
the  corporation's  10-percent  U.S.  sharehold- 
ers currently. 

Foreign  personal  holding  company  income 

Subpart  F  income  includes  foreign  base 
company  income.  One  type  of  base  company 
income  is  foreign  personal  holding  company 
(FPHC)  income,  consisting  generally  of  sev- 
eral types  of  passive  income.  Some  passive 
income  is  not  included  in  FPHC  income, 
however. 

Foreign  base  company  shipping  income 

Subpart  F  income  also  includes  foreign 
base  company  shipping  income  (which  ex- 
cludes shipping  income  reinvested  in  ship- 
ping operations). 

Banking  exceptions 

Subpart  F  income  does  not  generally  in- 
clude interest,  dividends,  or  securities  gains 
derived  from  unrelated  persons  by  banlting. 
financing  or  similar  businesses,  or  certain 
interest  derived  by  such  businesses  from  re- 
lated persons  engaged  in  the  conduct  of  a 
banking,  financing,  or  similar  business. 

Insurance  income 

Other  categories  of  subpart  F  income  in- 
clude certain  income  from  the  insurance  of 
U.S.  risks  and  foreign  base  company  income 
from  certain  sales  and  services  (including  in- 
suring related  persons'  third-country  risks). 
Foreign  corporations'  earnings  from  insur- 
ing foreign  risks  of  unrelated  persons  are 
not  subject  to  current  U.S.  tax  under  sub- 
part P.  Interest,  dividends,  and  securities 
gains  received  by  foreign  insurance  compa- 
nies from  the  investment  of  unearned  pre- 
miums and  reserves  are  not  subject  to  cur- 
rent tax  under  subpart  F  either. 

Formed  or  availed  of  to  avoid  tax 

Current  U.S.  tax  is  generally  not  imposed 
under  subpart  F  if  the  taxpayer  establishes 
that  a  U.S.-controlled  foreign  corporation 
was  not  formed  or  availed  of  to  avoid  tax. 

Controlled  partnerships 

Controlled  partnerships  are  not  treated  as 
related  persons  for  purposes  of  the  subpart 
F  rules  that  tax  certain  transactions  with 
related  persons. 

Deficits 

Under  the  "chain  deficit"  rule,  if  a  con- 
trolled foreign  corporation  has  a  current 


deficit  in  earnings  and  profits,  then  another 
commonly  controlled  foreign  corporation  in 
the  same  chain  of  ownership  may  have  its 
current  earnings  and  profits  reduced  for 
subpart  F  purposes  to  take  into  account 
that  deficit. 

A  controlled  foreign  corporation's  subpart 
F  income  cannot  exceed  its  earnings  and 
profits  for  the  year.  Under  this  rule,  current 
deficits  in  earnings  and  profits  in  any 
income  category,  including  nonsubpart  F 
income  categories,  reduce  subpart  F  earn- 
ings and  profits  and,  thus,  subpart  F 
income.  Under  the  same  provision,  a  con- 
trolled foreign  corporation's  deficits  in  earn- 
ings and  profits  from  prior  years  reduce  its 
subpart  P  income  in  the  current  year. 

6.  Determination  of  U.S.  control  of  foreign 
corporations 
The  rules  that  impose  U.S.  tax  currently 
on  tax  haven  income  of  a  foreign  corpora- 
tion apply  only  if  a  U.S.  ownership  require- 
ment is  satisfied:  more  than  50  percent  of 
the  voting  power  of  the  corporation  (more 
than  25  percent  in  the  case  of  certain  insur- 
ance companies)  must  belong  to  U.S.  per- 
sons each  of  which  owns  at  least  10  percent 
of  the  voting  power.  Older,  similar,  but  less 
extensive  rules  requiring  current  U.S.  tax- 
ation—the foreign  personal  holding  compa- 
ny rules  (Code  sees.  551-558)— apply  only  if 
more  than  50  percent  of  the  value  of  the 
corporation  belongs  to  five  or  fewer  U.S.  in- 
dividuals. 

c.  De  minimis  and  full  inclusion  rules 

The  rules  that  impose  current  U.S.  tax  on 
foreign  base  company  income  of  a  foreign 
corporation  apply  only  if  certain  threshold 
requirements  are  met.  One  such  require- 
ment is  that  10  percent  or  more  of  the  for- 
eign corporation's  gross  income  must  be  for- 
eign base  company  income.  If  more  than  70 
percent  of  the  foreign  corporation's  gross 
income  is  foreign  base  company  income,  all 
of  its  gross  income  is  treated  as  foreign  base 
company  income. 

d.  Possession-chartered  corporations 

A  corporation  chartered  in  a  U.S.  posses- 
sion is  not  treated  as  a  controlled  foreign 
corporation  if  at  least  80  percent  of  its 
income  is  derived  in  the  possessions  and  at 
least  50  percent  of  its  gross  income  is  from 
certain  active  businesses;  thus,  U.S.  tax  on 
its  tax  haven  income  is  deferred. 

House  Bill 
a.  Tax  haven  income  generally 
Foreign  personal  holding  company  income  ■ 
The  House  bill  adds  several  passive  types 
of  income  to  foreign  personal  holding  com- 
pany  (FPHC)   income   for  subpart   F  pur- 
poses. 

Sales  of  property  which  does  not  generate 
active  income 
The  House  bill  treats  as  FPHC  income  for 
subpart  F  purposes  gains  from  the  sale  of 
any  property  that  gives  rise  to  passive  types 
of  income. 

Commodities  transactions 

The  House  bill  treats  as  FPHC  income, 
income  from  commodities  transactions  gen- 
erally (subject  to  exceptions  for  hedging 
transactions  and  for  active  producers,  proc- 
essors, merchants,  or  handlers  of  commod- 
ities). 

Foreign  currency  gains 

Foreign  currency  gains  generally  (with  a 
business  needs  exception)  are  subpart  F 
FPHC  income  under  the  House  bill. 
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Income  equwalent  to  interest 

No  provision. 
Passive  leasing  income 

The  House  bill  clarifies  that  passive  leas- 
ing income  generally  is  subpart  P  FPHC 
income. 

Related  person  exceptions  for  interest,  rents, 
and  royalties 
The  House  bill  treats  as  subpart  F  PPHC 
income  payments  from  related  corporations 
in  the  same  foreign  country  that  reduce  the 
subpart  P  income  of  the  payors. 

Same  country  dividend  exception 

No  provision. 
Base  company  rents  and  royalties 

The  House  bill  treats  as  subpart  P  PPHC 
income  rents  and  royalties  routed  through  a 
related  parly  in  a  country  that  is  neither 
the  country  of  creation  nor  of  use  of  the 
rented  or  licensed  property. 

Foreign  base  company  shipping  income 

The  House  bill  repeals  the  reinvestment 
exception  so  as  to  tax  shipping  income  cur- 
rently. 

Banking  exceptions 

The  subpart  P  banking  exceptions  are  re- 
pealed. 

Insurance  income 

The  House  bill  amends  the  definition  of 
tax  haven  insurance  income  to  include 
income  from  the  insurance  of  unrelated  per- 
sons" risks  outside  of  the  insuring  company's 
country  of  incorporation.  In  addition,  it  re- 
peals the  5-percent  de  minimis  exception  for 
income  from  the  insurance  of  U.S.  risks,  and 
repeals  the  exceptions  for  investment 
income  from  unearned  premiums  and  re- 
serves. 

Formed  or  availed  of  to  avoid  tax 

The  House  bill  replaces  the  subjective  tax- 
avoidance  test  with  an  objective  test  that 
looks  to  the  rate  of  foreign  tax  paid  by  a 
U.S.-controUed  foreign  corporation,  allow- 
ing the  IRS  to  determine  whether  income 
(otherwise  subject  to  subpart  P)  should  not 
be  treated  as  tax  haven  income. 

Controlled  partnerships 

The  House  bill  treats  a  partnership  that  is 
controlled  by  a  controlled  foreign  corpora- 
tion or  by  the  person  controlling  the  foreign 
corporation  as  a  related  person  for  purposes 
of  subpart  P. 

Effective  date 

The  foregoing  subpart  P  amendments 
apply  to  taxable  years  of  foreign  corpora- 
tions l>eginning  after  1985. 

b.  Determination  of  U.S.  control  of  foreign 
corporations 

The  House  bill  amends  the  U.S.  ownership 
requirements  for  imposition  of  the  anti-tax 
haven  and  foreign  personal  holding  compa- 
ny rules.  Por  the  anti-tax  haven  rules  to 
apply,  50  percent  or  more  (rather  than  more 
than  50  percent)  of  the  vote  or  value  (not 
merely  vote)  of  a  foreign  corporation  must 
belong  to  10-percent  U.S.  shareholders. 
Similarly,  for  the  foreign  personal  holding 
company  rules  to  apply,  50  percent  or  more 
(rather  than  more  than  50  percent)  of  the 
vote  or  value  (not  merely  value)  of  a  foreign 
corporation  must  be  owned  by  five  or  fewer 
U.S  individuals. 

The  provision  generally  applies  to  taxable 
years  beginning  after  1985.  The  change  to 
the  50-percent-or-more  test  does  not  apply 
to  taxable  years  of  foreign  corporations  be- 
ginning during  1986. 


c.  De  minimis  and  full  inclusion  rules 

The  House  bill  applies  the  de  minimis  and 
70-percent  tests  for  foreign  base  company 
income  on  the  basis  of  net  income  instead  of 
gross  income.  The  change  is  effective  for 
taxable  years  of  foreign  corporations  t>egin- 
ning  after  1985. 

d.  Possession-chartered  corporations 

The  exception  to  the  anti-tax  haven  rules 
for  corporations  chartered  in  the  posses- 
sions is  repealed.  The  repeal  applies  to  tax- 
able years  beginning  after  1985.  Under  a 
transition  rule,  deficits  in  earnings  and  prof- 
its accrued,  and  property  acquired,  in  tax- 
able years  beginning  before  1986  are  exempt 
from  the  application  of  the  anti-tax  haven 
rules  that  would  otherwise  result  from  the 
repeal  of  the  exception. 

Senate  Amendment 
a.  Tax  haven  income  generally 
Foreign  personal  holding  company  income 
Like  the  House  bill,  the  Senate  amend- 
ment adds  several  passive  types  of  income  to 
PPHC  income  for  subpart  F  purposes.  How- 
ever,   the    Senate    amendment's    additions 
differ   from   the   House   bill's   in   some   re- 
spects.   Also,    the    Senate    amendment    ex- 
empts from  subpart  P  PPHC  treatment  cer- 
tain mining-related  dividends  that  are  sub- 
part F  income  under  present  law. 
Sales  of  property  which  does  not  generate 
active  income 
The    Senate    amendment    provides    that 
PPHC  income  includes  gain  from  the  sale  of 
any  noninventory  property  that  gives  rise  to 
passive  types  of  income  or  does  not  give  rise 
to  any  income,  with  an  allowance  for  offset- 
ting losses  from  such  sales. 
Commodities  transactions 

The  Senate  amendment  generally  follows 
the  House  bill  but  provides  an  allowance  for 
offsetting  losses  from  commodities  transac- 
tions. 
Foreign  currency  gains 

Foreign  currency  gains  from  transactions 
in  financial  assets  and  liabilities  (with  a 
business  needs  exception  and  an  allowance 
for  offsetting  foreign  currency  losses)  are 
subpart  F  PPHC  income  under  the  Senate 
amendment. 
Income  equivalent  to  interest 

The    Senate    amendment    provides    that 
income  equivalent  to  interest  is  subpart  P 
FPHC  income. 
Passive  leasing  income 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Related  person  exceptions  for  interest,  rents, 
and  royalties 

The  Senate  amendment  is  the  same  as  the 
House  bill. 
Same  country  dividend  exception 

The  same  country  exclusion  of  present 
law  is  extended  to  dividends  attributable  to 
specified  mining-related  income  from  a  less 
than  50-percent  owned  corporation. 
Base  company  rents  and  royalties 

No  provision. 

Foreign  base  company  shipping  income 

No  provision. 

Banking  exceptions 

The  Senate  amendment  provides  that  the 
banking  exceptions  from  subpart  P  apply 
only  to  bona  fide,  active  banking  operations. 

Insurance  income 

No  provision. 


Formed  or  availed  of  to  avoid  tax 

No  provision. 

Controlled  partnerships 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Effective  date 

The  foregoing  subpart  F  amendments 
apply  to  taxable  years  of  foreign  corpora- 
tions beginning  after  1986. 

b.  Determination  of  U.S.  control  of  foreign 

corporations 

The  Senate  amendment  retains  the  more- 
than-50-percent  tests  of  present  law  and 
adopts  the  vote-or-value  rules  of  the  House 
bill. 

The  provision  applies  to  taxable  years  be- 
ginning after  1986.  Under  a  transition  rule, 
deficits  in  earnings  and  profits  accrued,  and 
U.S.  property  acquired,  in  taxable  years  be- 
ginning l>efore  1987  are  not  taken  into  ac- 
count in  applying  the  anti-tax  haven  rules. 
A  special  rule  is  provided  for  determining 
the  portion  of  certain  trust  distributions 
that  has  been  previously  taxed  under  sub- 
part P. 

c.  De  minimis  and  full  inclusion  rules 

The  Senate  amendment  reduces  the  de 
minimis  test  for  foreign  base  company 
income  from  10  percent  or  more  of  gross 
income  to  5  percent  or  more  of  gross 
income.  It  does  not  amend  the  full  inclusion 
rule.  This  provision  is  effective  for  taxable 
years  of  foreign  corporations  beginning 
after  1986. 

d.  Possession-chartered  corporations 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  it  is  effective  for  tax- 
able years  beginning  after  1986  and,  under  a 
transition  rule,  deficits  in  earnings  and  prof- 
its accrued,  and  property  acquired,  in  tax- 
able years  beginning  before  1987  are  not 
taken  into  account  in  applying  the  anti-tax 
haven  rules. 

Conference  Agreement 
a.  Tax  haven  income  generally 

Foreign  personal  holding  company  income 
Sales  of  property  which  does  not  generate 
active  income 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment.  As  under  the 
House  bill,  however,  stock  and  securities 
gains  of  banking,  financing,  insurance,  and 
similar  businesses  are  subpart  P  PPHC 
income  under  the  agreement.  The  conferees 
intend  that  income  from  commodity  and 
currency  transactions  that  are  within  the 
scope  of  the  special  subpart  F  provisions  for 
such  transactions  (discussed  immediately 
below)  will  not  be  subject  to  tax  under  this 
provision.  Thus,  for  example,  a  transaction 
that  would  be  subject  to  tax  under  the  spe- 
cial rule  for  commodities  transactions  but 
for  the  active  producers'  exception  to  that 
rule  is  not  subject  to  tax  under  this  provi- 
sion. The  provision  is  also  not  intended  to 
apply  to  gain  on  the  sale  of  land  used  by  the 
seller  in  an  active  trade  or  business  of  the 
seller  at  the  time  of  the  sale. 
Commodities  transactions 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment.  The  agree- 
ment clarifies  that  income  from  forward 
and  similar  transactions  in  commodities  is 
subject  to  the  new  subpart  F  provision. 
Income  from  foreign  currency  transactions 
that  are  not  Code  section  988  transactions 
(for  example,  a  position  marked  to  market 
under  Code  section  1256)  may  be  subject  to 
current  taxation  under  this  provision.  For- 
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eign  currency  gains  attributable  to  section 
988  transactions,  however,  are  to  be  treated 
exclusively  under  the  special  subpart  F  pro- 
vision dealing  with  foreign  currency  gains. 
Accordingly,  the  business  needs  exception 
applicable  to  foreign  currency  gains  attrib- 
utable to  section  988  transactions  will  not  be 
limited  by  the  subpart  F  rules  on  commod- 
ities transactions. 

Following  the  Senate  amendment,  the 
agreement  excludes  from  subpart  F  FPHC 
income  active  business  gains  and  losses  from 
the  sale  of  commodities  by  a  controlled  for- 
eign corporation  substantially  all  of  the 
business  of  which  is  as  an  active  producer, 
processor,  merchant,  or  handler  of  commod- 
ities. For  this  purpose,  active  business  gains 
and  losses  from  commodity  sales  include 
gains  and  losses  from  financial  transactions 
which  constitute  bona  fide  hedging  transac- 
tions integrally  related  to  a  principal  busi- 
ness of  trading  in  physical  commodities. 

No  inference  is  intended  as  to  the  types  of 
commodity  transactions  that,  under  present 
law.  may  t)e  considered  futures  transactions 
In  a  commodity  on  or  subject  to  the  rules  of 
a  board  of  trade  or  commodity  exchange. 

Foreign  currency  gains 

The  conference  agreement  follows  the 
Senate  amendment. 

Active  foreign  currency  gains  and  losses 
arising  from  a  controlled  foreign  corpora- 
tion's business  as  an  active  foreign  currency 
dealer  are  excluded  from  subpart  F  FPHC 
income  under  the  business  needs  exception 
to  this  provision. 

Income  equivalent  to  interest 

Following  the  Senate  amendment,  the 
conference  agreement  treaf.s  income  equiva- 
lent to  interest  as  FPHC  income  for  subpart 
F  purposes.  For  this  purpose,  income  equiv- 
alent to  interest  includes  commitment  fees 
for  the  actual  lending  of  money. 

Income  equivalent  to  interest  is  treated  as 
subpart  P  FPHC  income  (and  passive 
income,  for  separate  limitation  purposes)  to 
prevent  taxpayers  from  continuing  (not- 
withstanding the  agreement's  separate  limi- 
tation for  passive  income  and  other  amend- 
ments to  the  definition  of  subpart  F  FPHC 
income)  to  shelter  passive  interest-type 
income  from  current  U.S.  tax  by  rearrang- 
ing the  form  of  offshore  passive  investments 
so  that  the  income  they  generate  is  not  tra- 
ditional interest  income.  Since  the  agree- 
ment repeals  present  law's  subpart  F  excep- 
tions for  banking  and  insurance  income,  the 
conferees  can  see  no  sound  policy  reason  for 
favoring  activities  which  generate  income 
equivalent  to  interest  over  activities  of 
banks  and  insurance  companies. 

Passive  leasing  income 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment. 

Related  person  exception  for  interest,  rents, 
and  royalties 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

Same  country  dividend  exception 

The  conference  agreement  follows  the 
Senate  amendment  except  that  the  agree- 
ment applies  only  to  the  first  five  taxable 
years  of  the  specified  foreign  corporation 
beginning  after  1986. 

Base  company  rents  and  royalties 

The  conference  agreement  does  not  in- 
clude the  House  bill  provision. 
Foreign  base  company  shipping  income 
The    conference    agreement    follows    the 
House  bill. 


Banking  exceptions 

The  conference  agreement  follows  the 
House  bill  except  that  tax  deferral  is  pre- 
served, to  the  extent  otherwi.se  available 
under  present  law.  for  interest  derived  in 
connection  with  certain  export  sales.  Such 
interest  must  be  derived  in  the  conduct  of  a 
banking  business  from  financing  the  sale  (or 
other  disposition)  for  use  or  consumption 
outside  the  United  States  of  any  property 
which  is  manufactured,  produced,  grown,  or 
extracted  in  the  United  States  by  the  inter- 
est recipient  or  a  related  person,  and  not 
more  than  50  percent  of  the  fair  market 
value  of  which  is  attributable  to  products 
imported  into  the  United  States.  For  this 
purpose,  the  fair  market  value  of  any  prop- 
erty imported  into  the  United  States  is  its 
appraised  value,  as  determined  by  the  Secre- 
tary under  section  402  of  the  Tariff  Act  of 
1930  (19  U.S.C.  1401a)  in  connection  with  its 
importation.  A  related  person  is  defined  for 
this  purpose  in  the  same  manner  as  it  is  de- 
fined generally  for  subpart  F  purposes 
(Code  sec.  954(d)(3)  as  amended  by  the  con- 
ference agreement;  see  discussion  of  con- 
trolled partnerships  below). 

Insurance  income 

The  conference  agreement  incorporates, 
with  modifications,  the  House  bill  provi- 
sions amending  the  definition  of  tax  haven 
insurance  income,  repealing  the  5-percent 
de  minimis  exception  for  income  from  U.S. 
risk  insurance,  and  repealing  the  exceptions 
for  investment  income  from  unearned  pre- 
miums and  reserves.  The  conference  agree- 
ment makes  all  tax  haven  insurance  income 
eligible  for  the  general  subpart  F  de  mini- 
mis exception  and  70-percent  full  inclusion 
rule  (Code  sec.  954(b)(3).  as  amended  by  the 
conference  agreement:  discussed  at  c. 
below).  It  also  contains  a  special  rule,  dis- 
cussed more  fully  below,  which  reduces  sub- 
part F's  U.S.  ownership  requirements  for 
current  taxation  of  a  foreign  corporation's 
income,  in  the  case  of  certain  related  person 
insurance  income.  The  purpose  of  this  rule 
is  to  subject  to  current  U.S.  tax  the  related 
person  insurance  income  of  offshore  'cap- 
tive" insurance  companies  that  avoid  such 
tax  under  present  law  because,  for  example, 
their  U.S.  ownership  is  relatively  dispersed, 
that  is.  no  more  than  25  percent  of  their 
voting  stock  is  held  by  10-percent  U.S. 
shareholders. 

Generally,  a  captive  insurance  company  is 
considered  to  be  a  company  organized  by 
one  or  more  persons  primarily  to  provide  in- 
surance protection  to  its  owners  or  persons 
related  to  its  owners.  The  new  rule  will  limit 
the  unintended  tax  advantages  presently  re- 
ceived by  U.S.  taxpayers  that  jointly  own, 
with  a  number  of  other  persons,  offshore 
captive  insurers. 

One  of  the  major  U.S.  tax  benefits  pres- 
ently claimed  by  certain  offshore  captives  is 
exemption  from  current  taxation  under  sub- 
part F.  In  addition,  premiums  received  from 
U.S.  persons  by  foreign  captives  are  often 
exempt  from  the  U.S.  excise  tax  on  insur- 
ance premiums  paid  to  foreign  insurers  and 
reinsurers  under  U.S.  income  tax  treaties, 
such  as  that  with  Barbados.  The  Barbados 
treaty,  which  generally  became  effective  in 
1984,  waives  the  insurance  excise  tax,  not- 
withstanding that  Barbados  itself  does  not 
tax  insurance  companies  licensed  under  its 
1983  Exempt  Insurance  Act.  Thus,  income 
earned  by  Barbados-based  captives  with  rel- 


atively dispersed  U.S.  ownership  may  escape 
current  tax  anywhere  in  the  world.' 

Another  tax  advantage  of  offshore  captive 
insurance  arrangements  is  that  premiums 
paid  by  U.S.  taxpayers  to  offshore  captives 
with  a  relatively  large  number  of  owners 
have  been  ruled  currently  deductible  in 
some  instances,  while  no  current  tax  is  im- 
posed on  that  premium  income  in  the  hands 
of  the  captive.  While  captive  insurance  ar- 
rangements are  self-insurance  arrange- 
ments, contributions  to  which  are  not  de- 
ductible,2  in  Rev.  Rul.  78-338  (1978-2  C.B. 
107).  the  IRS  ruled  that  amounts  paid  by  a 
domestic  petroleum  corporation  to  a  foreign 
insurance  company  that  provided  insurance 
against  certain  petroleum  industry  risks 
only  for  its  31  unrelated  shareholders  and 
their  subsidiaries  and  affiliates  were  deduct- 
ible as  insurance  premiums.  In  addition  to 
the  fact  that  the  31  shareholders/insureds 
of  the  insurance  company  were  unrelated, 
the  ruling  indicated  that  no  one  owned  a 
controlling  interest  and  no  one's  risk  cover- 
age could  exceed  5  percent  of  the  total  risks 
insured.  The  ruling  concluded  that  such  an 
arrangement  allowed  the  economic  risk  of 
loss  to  be  shifted  and  distributed  among  the 
shareholders  who  comprised  the  insured 
group  so  that  it  constitutes  insurance.  Simi- 
larly, in  Crawford  Fitting  Co.  v.  United 
States.  606  F.  Supp.  136  (N.D.  Ohio  1985). 
sufficient  risk-shifting  was  found  for  a  de- 
duction to  be  allowed  where  a  risk  was  shift- 
ed to  an  insurance  company  which  was  only 


'  The  unratified  U.S.  income  tax  treaty  with  Ber- 
muda (signed  on  July  11.  1986)  also  waives  the  in- 
.surance  excise  lax,  notwithstanding  the  absence  of 
any  Bermuda  income  tax.  Were  the  Bermuda 
treaty  to  be  ratified,  captives  in  Bermuda  with  rela- 
tively dispersed  U.S.  ownership  could  escape  all  cur- 
rent tax  also.  In  a  letter  to  the  Secretary  of  the 
Treasury,  dated  July  15.  1986.  the  Chairman  of  the 
Ways  and  Mean.s  Committee  expressed  serious 
concerns  about  both  the  sub.slance  and  the  proce 
dures  followed  by  the  Treasury  Department  in  ne- 
gotiating this  proposed  tax  treaty."  The  letter 
states  that  the  'proposed  treaty,  rather  than  pre- 
venting double  taxation  of  income,  seems  to  guar- 
antee that  significant  sums  of  income  will  escape 
any  taxation  in  either  jurisdiction  .  .  .  The  propos- 
al would  bless  U.S. -owned  Bermuda  insurance  com- 
panies, which,  in  some  cases,  through  the  use  of 
spread  captive  devices,  now  may  be  avoiding  all  tax 
other  than  the  excise  tax  on  income  earned  by  in- 
suring U.S.  risks.  In  addition,  the  U.S.  premium 
payors  may  be  deducting  the  premiums  from  U.S. 
taxable  income.  Thus,  the  proposed  treaty,  by  ex- 
empting these  insurance  premiums  from  U.S.  lax. 
would  eliminate  not  double  taxation  but  any  tax- 
ation. " 

Mn  Rev.  Rul.  77-316  (1977-2  C.B.  53).  the  IRS 
ruled  that  the  amounts  described  as  premiums  paid 
by  a  domestic  corporation  and  its  domestic  subsidi- 
aries to  the  parent's  wholly  owned  foreign  subsidi- 
ary are  not  deductible  premiums  if  the  subsidiary 
does  not  also  insure  risks  of  insureds  outside  its 
own  corporate  family.  The  IRS  concluded  that  t>e- 
cause  the  insured  and  the  "insurance  "  subsidiary 
(though  separate  corporate  entities)  represent  one 
economic  family,  those  who  bear  the  ultimate  eco- 
nomic burden  of  the  lo.ss  are  the  same  persons  who 
suffer  the  lo.ss.  Thus,  the  required  risk-shifting  and 
risk-distribution  of  a  valid  insurance  transaction 
are  missing.  This  position  of  the  Service  was  favor- 
ably cited  by  the  Ninth  Circuit  in  Carnation  Co.  v. 
United  Slates.  640  F.2d  1010  (9th  Clr.  1981),  cert, 
denied.  454  U.S.  965.  In  the  recent  cases  of 
Humana.  Inc.  and  Subsidiaries  v.  Commissioner.  50 
T.C.M.  784  (1985)  and  Mobil  Oil  Corp.  v.  United 
Slates.  8  Ct.  CI.  555  (1985),  the  courts  have  ad- 
vanced a  more  developed  theory  and  indicated  that 
the  primary  criterion  in  distinguishing  a  captive 
from  a  true  insurance  arrangement  is  the  absence 
of  risk-shifting.  So  long  as  a  wholly  owned  subsidi- 
ary of  the  taxpayer  bears  the  taxpayer's  risk  of 
loss,  there  has  not  been  sufficient  risk-shifting  to 
constitute  true  insurance,  premium  payments  for 
which  could  be  deductible. 
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partially  commonly  controlled  (that  is,  the 
insurer  was  80-percent  owned  by  four  sepa- 
rate corporations,  in  each  of  which  the  indi- 
vidual 100-percent  owner  of  the  insured  cor- 
porate taxpayer  had  an  interest). 

The  conferees  do  not  believe  that  U.S. 
persons  utilizing  offshore  captive  insurance 
companies  should  be  able  to  avoid  current 
U.S.  tax  on  the  related  person  insurance 
income  of  these  companies  simply  by 
spreading  the  ownership  among  a  number 
of  persons.  Accordingly,  the  conference 
agreement  provides  that  tax  haven  insur- 
ance income  (as  that  category  of  income  is 
expanded  by  the  conference  agreement) 
that  is  related  person  insurance  income  gen- 
erally will  be  taxable  currently  under  sub- 
part P  to  an  expanded  category  of  U.S.  per- 
sons. For  purposes  of  taking  into  account 
such  income  under  subpart  P.  the  U.S.  own- 
ership threshold  for  controlled  foreign  cor- 
poration status  is  reduced  to  25  percent  or 
more.  Any  U.S.  person  (as  defined  for  sub- 
part P  purposes  by  existing  Code  section 
957(d))  who  owns  or  is  considered  to  own 
(under  the  rules  of  existing  Code  section 
958(a))  any  stock  in  a  controlled  foreign  cor- 
poration, whatever  the  degree  of  ownership, 
is  treated  as  a  U.S.  shareholder  of  such  cor- 
poration for  purposes  of  this  25-percent  U.S. 
ownership  threshold  and  exposure  to  cur- 
rent tax  on  the  corporations  related  person 
insurance  income. 

Related  person  insurance  income  is  de- 
fined for  this  purpose  to  mean  any  insur- 
ance income  attributable  to  a  policy  of  in- 
surance or  reinsurance  with  respect  to 
which  the  primary  insured  is  either  a  U.S. 
shareholder  (as  defined  above)  in  the  for- 
eign corporation  receiving  the  income  or  a 
person  related  to  such  a  shareholder.  A  re- 
lated person  is  defined  for  this  purpose  in 
the  same  manner  as  it  is  for  subpart  P  pur- 
poses generally  (Code  sec.  954(d)(3).  as 
amended  by  the  conference  agreement).  As 
indicated  above,  the  definition  of  tax  haven 
insurance  income  under  the  conference 
agreement  follows  the  House  bill.  Thus,  the 
new  rule  for  captive  insurers  applies  to  in- 
vestment income  as  well  as  to  premium 
income  attributable  to  related  person  insur- 
ance. Related  person  insurance  income  in- 
cludes income  attributable  to  policies  of  re- 
insurance issued  by  a  foreign  corporation  to 
U.S.  shareholders  (as  defined  above)  or  per- 
sons related  to  such  shareholders  that  pre- 
viously insured  the  risks  covered  by  such 
policies.  It  also  includes  income  attributable 
to  officers"  or  directors'  insurance  where  the 
U.S.  shareholders  of  the  foreign  corporation 
receiving  such  income  (or  persons  related  to 
such  shareholders)  directly  or  indirectly  pay 
the  premiums  and  the  insureds  are  officers 
or  directors  of  the  U.S.  shareholders  (or  per- 
sons related  to  such  shareholders). 

The  agreement  provides  three  exceptions 
to  the  new  subpart  P  rule.  Pirst,  related 
person  insurance  income  of  a  foreign  corpo- 
ration will  not  be  currently  taxable  by 
reason  of  the  new  rule  if  the  corporation's 
gross  related  person  insurance  income  for 
the  taxable  year  is  less  than  20  percent  of 
its  gross  insurance  income  for  the  year.  In- 
surance income  is  defined  for  this  purpose 
as  it  is  generally  for  subpart  P  purposes 
under  the  agreement,  except  that  the  exclu- 
sion of  income  attributable  to  same-country 
risks  does  not  apply.  This  rule  excepts  from 
the  operation  of  the  provision  foreign  insur- 
ance companies  with  25-percent  or  more 
U.S.  ownership  that  do  not  earn  a  signifi- 
cant proportion  of  related  person  insurance 
income. 

Second,  related  person  insurance  income 
of  a  foreign  corporation  will  not  be  current- 


ly taxable  under  the  new  provision  if  less 
than  20  percent  of  the  total  combined 
voting  power  of  all  classes  of  stock  of  the 
corporation  entitled  to  vote  and  less  than  20 
percent  of  the  total  value  (both  st(x:k  and 
policies)  of  the  corporation  during  the  tax- 
able year  are  owned  (directly  or  indirectly) 
by  persons  who  are  the  primary  insureds 
under  any  policies  of  insurance  or  reinsur- 
ance issued  by  the  corporation,  or  by  per- 
sons related  to  such  persons.  A  related 
person  is  defined  for  this  purpose  in  the 
same  manner  as  it  is  for  subpart  P  purposes 
generally  (Code  sec.  954(d)(3),  as  amended 
by  the  conference  agreement).  This  excep- 
tion serves  a  purpose  similar  to  that  served 
by  the  exception  for  companies  with  de  min- 
imis amounts  of  related  person  insurance 
income. 

Third,  the  agreement  provides  that  a  for- 
eign corporation,  the  related  person  insur- 
ance income  of  which  would  otherwise  be 
subject  to  tax  under  subpart  P  under  the 
new  rules,  may  elect  instead  to  treat  such 
income  as  effectively  connected  with  the 
conduct  of  a  U.S.  trade  or  business,  taxable 
under  Code  section  882.  The  election  is  to  be 
made  at  such  time  and  in  such  manner  as 
the  Secretary  may  prescribe.  The  election  is 
effective  in  the  year  made  and  in  all  future 
years.  It  is  revocable  only  with  the  Secre- 
tary's consent.  To  make  such  an  election, 
the  foreign  corporation  must  waive  any  U.S. 
income  tax  treaty  benefits  with  respect  to 
its  related  person  insurance  income.  The 
election  is  not  effective  if  the  electing  corpo- 
ration fails  to  meet  such  requirements  as 
the  Secretary  shall  prescribe  to  ensure  that 
the  tax  imposed  on  its  related  person  insur- 
ance income  is  paid.  Any  tax  imposed  on  an 
electing  corporation's  related  person  insur- 
ance income  may.  if  not  paid  by  that  corpo- 
ration, be  collected  from  the  corporation's 
U.S.  shareholders. 

Electing  offshore  captives  will  continue  to 
be  taxed  currently  on  their  related  person 
insurance  intJome.  since  effectively  connect- 
ed income  is  taxed  currently.  However,  the 
election  generally  will  allow  them  to  receive 
the  same  tax  benefits  as  similarly  situated 
U.S.  insurers  with  respect  to  related  person 
insurance  activity.  Thus,  electing  offshore 
captives  that  incur  net  operating  losses 
from  meeting  large  claims  will  be  able  to 
carry  those  losses  back  3  years  and  forward 
15  years  under  the  net  operating  loss  carry- 
over rules  (Code  sec.  172).  The  availability 
of  loss  carryovers  may  be  of  particular  bene- 
f't  to  insurers  of  those  risks  with  respect  to 
which  the  tax  law  may  not  permit  deduc- 
tions for  reserves.  The  conferees  have 
adopted  the  election  primarily  with  such 
foreign  insurers  in  mind. 

The  new  subpart  P  rules  for  captive  insur- 
ers apply  to  both  stock  and  mutual  insur- 
ance companies.  Por  this  purjjose.  the  pol- 
icyholders of  a  mutual  insurance  company 
are  to  be  treated  as  its  shareholders.  The 
rules  are  to  be  adapted  in  appropriate  re- 
spects for  application  to  mutual  companies, 
under  regulations. 

The  conferees  recognize  that  foreign 
mutual  insurance  companies  that  insure  a 
significant  numlwr  of  U.S.  persons  may 
technically  have  significant  amounts  of  re- 
lated person  insurance  income  (as  defined 
for  purposes  of  the  agreement)  solely  be- 
cause such  companies  are  formally  owned 
by  their  policyholders.  However,  the  confer- 
ees understand  that,  in  the  typical  non-cap- 
tive case,  such  income  derived  by  the  insur- 
ance company  is  effectively  connected  with 
the  conduct  of  a  U.S.  trade  or  business  and, 
consequently,  under  present  law,  is  taxed  by 


the  United  States:  the  reason  is  that  most 
foreign  mutuals  with  a  significant  number 
of  U.S.  policyholders  have  permanent  estab- 
lishments in  the  United  States.  Under  exist- 
ing Code  rules,  subpart  P  income  generally 
does  not  include  U.S.  source  income  that  is 
effectively  connected  with  the  conduct  of  a 
U.S.  trade  or  business  (Code  sec.  952(b)). 
Therefore,  so  long  as  they  continue  to  do 
business  in  the  United  States  through  per- 
manent establishments,  it  is  anticipated 
that  the  income  of  these  foreign  mutual 
companies  attributable  to  U.S.  insureds  gen- 
erally will  not  be  taxed  under  the  new  sub- 
part P  provision  for  captive  insurers. 

Premiums  received  by  a  captive  insurer 
that  is  subject  to  the  new  subpart  P  rules, 
like  premiums  received  by  an  offshore  insur- 
er that  is  subject  to  present  law  subpart  P, 
generally  remain  subject  to  the  excise  tax 
on  insurance  premiums  paid  to  foreign  in- 
surers, absent  a  treaty  exemption.  However, 
the  excise  tax  does  not  apply  to  income 
treated  as  effectively  connected  with  the 
conduct  of  a  U.S.  business  under  the  "effec- 
tively connected"  election.  This  is  consistent 
with  the  present  law  exemption  from  the 
excise  tax  generally  accorded  to  premiums 
that  are  effectively  connected  with  the  con- 
duct of  a  U.S.  business. 

The  agreement  requires  the  Secretary  to 
prescribe  such  regulations  as  may  be  neces- 
sary to  carry  out  the  purposes  of  the  new 
subpart  P  rules  for  captive  insurers,  includ- 
ing regulations  preventing  the  avoidance  of 
the  new  rules  through  cross-insurance  ar- 
rangements or  otherwise.  Assume,  for  exam- 
ple, that  a  foreign  company  is  owned  by  35 
U.S.  persons  unrelated  to  one  another  but 
engaged  in  similar  businesses.  The  compa- 
ny's primary  business  is  insuring  against 
certain  risks  of  those  U.S.  persons.  Under 
the  agreement,  it  generally  will  have  related 
person  insurance  income  in  profitable  years, 
taxable  currently  to  its  U.S.  owners. 

Assume,  however,  that  the  captive  insur- 
ance arrangement  is  modified  as  follows: 
The  foreign  company  is  liquidated  and  two 
new  foreign  companies  are  organized.  One 
of  the  companies  is  owned  by  18  of  the  U.S. 
persons  that  formerly  owned  the  liquidated 
company.  The  other  new  company  is  owned 
by  the  other  17  persons  that  formerly 
owned  the  liquidated  company.  The  primary 
business  of  the  first  company  is  insuring 
against  certain  risks  of  the  17  owners  of  the 
second  company.  The  primary  business  of 
the  second  company  is  insuring  against  cer- 
tain risks  of  the  18  owners  of  the  first  com- 
pany. 

The  conferees  believe  that  such  an  ar- 
rangement is  essentially  equivalent  to  a  cap- 
tive insurance  arrangement.  It  can  be  used 
to  achieve  a  similar  degree  of  cooperative 
risk-sharing  among  similarly  situated  mem- 
bers of  an  industry.  The  conferees  do  not 
believe  that  U.S.  shareholders  should  be 
able  to  obtain  the  deferral  of  U.S.  tax  on 
income  attributable  to  insurance  of  risks  of 
U.S.  persons  who  are  in  turn  insuring  the 
risks  of  those  shareholders.  Accordingly, 
under  the  regulations,  the  income  of  the 
two  companies  in  the  example  attributable 
to  the  insurance  business  described  is  to  be 
treated  as  related  person  insurance  income. 
The  existence  of  a  single  foreign  entity  sub- 
ject to  the  general  subpart  P  rules  for  cap- 
tives prior  to  the  creation  of  such  a  cross-in- 
surance arrangement  is  not  necessary  to 
support  a  finding  that  such  an  arrangement 
was  made  or  availed  of  to  avoid  the  captive 
insurer  rules. 
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Formed  or  availed  of  to  avoid  tax 

The  conference  agreement  follows  the 
House  bill. 

Controlled  partnerships 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment. 

Deficits 

The  conference  agreement  repeals  the 
chain  deficit  rule  (Code  sec.  952(d)). 

It  also  limits  the  present  law  rule  (the  "ac- 
cumulated deficit  rule")  permitting  a  con- 
trolled foreign  corporation  to  reduce  sub- 
part P  income  by  the  sum  of  its  prior  year 
deficits  in  earnings  and  profits  (Code  sec. 
952(c)(1)  &  (2)).  Subject  to  the  conditions 
described  below,  the  agreement  provides 
that  foreign  base  company  shipping  income. 
foreign  iMise  company  oil  related  income. 
subpart  P  insurance  income,  or  foreign  per- 
sonal holding  company  income  may  be  re- 
duced by  accumulated  deficits  in  earnings 
and  profits  attributable  to  activities  that 
give  rise  to  foreign  base  company  shipping 
income,  foreign  base  company  oil  related 
income,  subpart  P  insurance  income,  or  for- 
eign personal  holding  company  income,  re- 
spectively. Other  categories  of  subpart  F 
income  may  not  be  reduced  by  accumulated 
deficits  under  the  agreement.  Subpart  F  in- 
surance income  may  be  reduced  under  the 
rule  just  described  only  if  the  controlled  for- 
eign corporation  receiving  such  income  was 
predominantly  engaged  in  the  active  con- 
duct of  an  insurance  business  (within  the 
meaning  of  new  Code  sec.  904(d)(2)(C)(ii). 
discussed  at  A.l.b..  above)  in  both  the  year 
in  which  the  income  was  earned  and  the 
year  in  which  the  deficit  arose.  Foreign  per- 
sonal holding  company  income  may  be  re- 
duced under  this  new  rule  only  if  the  con- 
trolled foreign  corporation  receiving  such 
income  was  predominantly  engaged  in  the 
active  conduct  of  a  banking,  financing,  or 
similar  business  (within  the  meaning  of  new- 
Code  sec.  904(d)(2)(C)(ii).  discussed  at 
A.l.b..  above)  in  both  the  year  in  which  the 
income  was  earned  and  the  year  in  which 
the  deficit  arose.  Accumulated  deficits  may 
be  used  only  once.  To  be  eligible  for  use 
under  the  rule,  an  accumulated  deficit  must 
arise  in  a  year  for  which  the  foreign  corpo- 
ration incurring  such  deficit  is  a  controlled 
foreign  corporation.  As  under  present  law. 
accumulated  deficits  that  cannot  be  utilized 
in  one  year  may  be  carried  over  indefinitely 
for  possible  use  in  later  years.  Under  the  ac- 
cumulated deficit  rule,  as  modified,  accumu- 
lated deficits  for  taxable  years  beginning 
before  1987  may  not  be  carried  forward  to 
reduce  subpart  F  income. 

A  U.S.  shareholder  in  a  controlled  foreign 
corporation  may  reduce  its  subpart  F  inclu- 
sion with  respect  to  that  corporation  only 
by  the  shareholder's  pro  rata  share  of  accu- 
mulated deficits.  A  U.S.  shareholders  pro 
rata  share  of  any  accumulated  deficit  is  to 
be  determined  under  rules  similar  to  the 
rules  which  limit  subpart  P  inclusions  to  a 
shareholder's  pro  rata  share  of  subpart  F 
income  (Code  sec.  951(a)(2)).  for  whichever 
of  the  following  yields  the  smaller  share: 
the  close  of  the  current  taxable  year  or  the 
close  of  the  year  in  which  the  deficit  arose. 
Under  this  rule.  then,  accumulated  deficit 
use  will  be  limited  by  the  size  of  a  U.S. 
shareholder's  interest  in  a  controlled  for- 
eign corporation  in  the  current  year  and  in 
the  year  in  which  the  deficit  was  incurred. 
Under  present  law.  subpart  F  and  section 
1248  inclusions  are  similarly  limited  by  the 
size  of  a  shareholder's  interest  in  the  con- 
trolled foreign  corporation  when  the  rele- 
vant earnings  and  profits  arose. 


Under  the  agreement,  then,  pre-acquisi- 
tion  deficits  of  an  acquired  corporation  to 
which  a  controlled  foreign  corporation  in 
the  acquiring  group  succeeds  will  not  reduce 
post-acquisition  subpart  F  income  of  the 
controlled  foreign  corporation's  sharehold- 
ers (except  to  the  extent  that  such  share- 
holders had  ownership  interests  in  the  ac- 
quired corporation  when  the  deficits  arose). 
Similarly,  pre-merger  deficits  of  a  foreign 
corporation  merged  into  a  controlled  for- 
eign corporation  will  not  reduce  post-merger 
subpart  F  income  of  the  controlled  foreign 
corporation's  shareholders  (except  to  the 
extent  that  such  shareholders  had  owner- 
ship interests  in  the  merged  corporation 
when  the  deficits  arose).  The  conferees 
expect  the  Secretary  to  issue  regulations  im- 
plementing the  above  rules,  including  regu- 
lations limiting  the  use  of  deficits  in  connec- 
tion with  other  reorganizations. 

The  agreement  retains  the  present  law 
rule  permitting  current  deficits  in  earnings 
and  profits  in  any  income  category,  includ- 
ing nonsubpart  F  income  categories,  to 
reduce  subpart  F  income  for  the  year  (Code 
sec.  952(c)).  However,  if  subpart  P  income  of 
a  foreign  corporation  is  reduced  by  reason 
of  this  rule,  the  agreement  provides  that 
any  excess  of  the  earnings  and  profits  of 
that  corporation  over  its  subpart  F  income 
in  any  subsequent  taxable  year  is  to  be  re- 
characterized as  subpart  P  income  under 
rules  similar  to  the  agreement's  separate 
limitation  loss  recharacterization  rule  (see 
A. 4..  above)  and,  thus,  is  to  be  currently  in- 
cluded in  the  income  of  the  corporation's 
U.S.  shareholders  in  the  year  of  recharac- 
terization. 

Under  this  recharacterization  provision, 
subpart  F-type  income  that  is  recaptured 
for  foreign  tax  credit  limitation  purposes 
under  the  separate  limitation  loss  recharac- 
terization provision  is  effectively  recaptured 
for  subpart  F  purposes  as  well.  For  example, 
income  of  a  controlled  foreign  corporation 
that  is  passive  after  application  of  the  sepa- 
rate limitation  loss  recharacterization  provi- 
sion is  also  subpart  F  FPHC  income  current- 
ly taxable  to  the  corporation's  U.S.  share- 
holders. The  subpart  F  recharacterization 
provision  thus  helps  to  integrate  subpart  F 
and  the  separate  foreign  tax  credit  limita- 
tion rules. 

The  conference  agreement  restricts  the 
use  of  deficits  to  reduce  subpart  F  income 
for  several  reasons.  First,  as  discussed  in 
greater  detail  at  A. I.e..  above,  the  conferees 
have  sought  to  simplify  the  operation  of  the 
separate  limitation  look-through  rules  for 
controlled  foreign  corporations  by  conform- 
ing them  and  the  subpart  F  rules  more 
closely.  The  conferees  do  not  believe  that 
separate  limitation  Income  received  by  con- 
trolled foreign  corporations  should  be  elimi- 
nated for  foreign  tax  credit  limitation  pur- 
poses by  deficits  of  other  controlled  foreign 
corporations,  prior  year  deficits  in  other 
income  categories,  or  current  year  deficits  in 
other  income  categories.  Preserving  such 
separate  limitation  income  for  foreign  tax 
credit  limitation  purposes  without  a  corre- 
sponding preservation  of  such  income  for 
subpart  P  purposes  would  substantially 
complicate  the  application  and  administra- 
tion of  the  look-through  rules.  This  is 
particularly  the  case  with  respect  to  the 
separate  limitations  for  passive  income  and 
shipping  income  since  passive  income  and 
shipping  income  are  defined  for  separate 
limitation  purposes  by  reference  to  the  sub- 
part F  categories  of  FPHC  income  and  for- 
eign base  company  shipping  income,  respec- 
tively. 


Second,  the  conferees  believe  that  the 
present  law  deficit  rules  allow  U.S.  taxpay- 
ers operating  abroad  through  controlled  for- 
eign corporations  to  shelter  too  much  tax 
haven  income  from  current  U.S.  tax.  Under 
the  chain  deficit  rule  of  Code  section  952(d) 
(as  interpreted  under  regulations),  a  loss  in- 
curred anywhere  in  a  chain  of  controlled 
foreign  corporations  eliminates  U.S.  tax  on 
an  equal  amount  of  income  earned  else- 
where in  the  chain  even  though  the  loss 
may  be  in  a  nonsubpart  P  income  category 
or  bear  little  or  no  relation  to  the  income  it 
offsets.  This  rule  is  inconsistent  with  the 
"hopscotch"  rule,  which  requires  that  sub- 
part P  income  of  a  controlled  foreign  corpo- 
ration be  included  currently  in  the  gross 
income  of  the  corporation's  ultimate  U.S. 
owners  without  regard  to  the  income  of  any 
intermediate  foreign  corporation  interposed 
between  those  owners  and  the  controlled 
foreign  corporation. 

Similarly,  the  accumulated  deficit  rule  of 
section  952(c)  presently  allows  a  controlled 
foreign  corporation  to  avoid  tax  on  subpart 
P  income  by  offsetting  that  income  with 
prior  year  deficits  it  incurred  in  nonsubpart 
P  or  unrelated  income  categories.  Were  this 
rule  not  modified,  taxpayers  could  in  many 
cases  shelter  from  U.S.  tax  income  from 
passive  investments  by  moving  those  invest- 
ments into  controlled  foreign  corporations 
with  prior  year  deficits. 

The  conferees  note  that  deficits  in  earn- 
ings and  profits  incurred  by  foreign  corpora- 
tions before  their  acquisition  by  a  U.S.  cor- 
poration may  be  used  to  shelter  post-acqui- 
sition subpart  F  income  of  the  U.S.  corpora- 
tion from  tax  under  present  law,  unless  the 
IRS  can  show  (under  Code  sec.  269)  that  the 
acquisition  was  made  to  evade  or  avoid 
income  tax.  Loss  trafficking  with  respect  to 
foreign  corporations  is  not  restricted  by  any 
rule  corresponding  to  the  special  anti-loss 
trafficking  rule  (Code  sec.  382)  applicable  to 
U.S.  corporations.  The  agreement's  repeal 
of  the  chain  deficit  rule  and  modifications 
to  the  accumulated  deficit  rule  limit  the  use 
of  acquired  deficits. 

A  third  factor  in  the  conferees'  decision  to 
repeal  the  chain  deficit  rule  is  its  inconsist- 
ency with  the  present  law  rule  requiring  rec- 
ognition of  gain  upon  the  incorporation  of  a 
foreign  loss  branch  (Code  sec.  367(a)(3)(C)). 
That  rule  effectively  prevents  taxpayers 
that  reduce  their  worldwide  income  by  using 
losses  incurred  by  a  foreign  branch  from  de- 
ferring U.S.  tax  on  the  foreign  enterprise's 
subsequent  profits  while  incorporating  it 
tax-free  when  it  turns  profitable.  Similar 
current  utilization  of  losses,  followed  by  de- 
ferral of  tax  on  income,  can  be  achieved, 
however,  using  controlle,d  foreign  corpora- 
tions, as  a  result  of  the  chain  deficit  rule. 

Another  problem  with  the  chain  deficit 
rule  that  has  been  brought  to  the  conferees' 
attention  is  the  ability  that  the  provision 
confers  upon  some  taxpayers  effectively  to 
utilize  the  same  deficits  twice.  Assume,  for 
example,  that  a  U.S.  corporation  controls 
two  foreign  corporations.  One  of  these  for- 
eign corporations  owns  the  other.  One  of 
the  foreign  corporations  (the  "loss  corpora- 
tion ")  has  a  current  deficit  in  earnings  and 
profits  of  $100.  To  fund  that  deficit,  the 
U.S.  corporation  makes  an  additional  $100 
contribution  to  the  loss  corporation's  cap- 
ital. That  capital  contribution  increases  by 
$100  the  U.S.  corporation's  basis  in  its  stock 
in  the  loss  corporation.  Under  the  chain  def- 
icit rule,  the  $100  deficit  reduces  the  second 
controlled  foreign  corporation's  currently 
taxable  subpart  P  income  in  the  year  in 
which  the  deficit  arises.  In  the  following 
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year,  the  U.S.  corporation's  stock  in  the  loss 
corporation  becomes  worthless.  Under  the 
rules  governing  the  deduction  of  losses  for 
worthless  securities  (Code  sec.  165(g)).  that 
stock  is  a  capital  asset  and  the  U.S.  corpora- 
lion  may  therefore  deduct  in  full  its  basis  in 
the  stock,  including  the  $100  component  of 
that  basis  corresponding  to  the  prior  year's 
additional  capital  contribution.  The  loss  cor- 
poration's $100  deficit  in  earnings  and  prof- 
its thus  reduces  the  U.S.  corporations  tax- 
able income  twice,  once  in  the  first  year 
under  the  chain  deficit  rule,  and  then  again 
in  the  following  year  under  the  rule  allow- 
ing a  loss  deduction  for  worthless  securities. 
A  similar  result  may  be  achieved  when  debt 
is  used  to  fund  a  controlled  foreign  corpora- 
tion's loss  and  is  later  written  off. 

The  application  of  the  accumulated  deficit 
rule,  as  modified  by  the  agreement,  is  illus- 
trated in  the  following  three  examples: 
Assume  that  a  controlled  foreign  corpora- 
tion wholly  owned  by  a  U.S.  corporation 
incurs  a  $100  deficit  in  earnings  and  profits 
in  a  taxable  year.  (For  simplicity,  this  exam- 
ple and  the  two  following  assume  that  gross 
income,  net  taxable  income,  and  earnings 
and  profits  are  the  same.)  Sixty  dollars  of 
the  deficit  is  attributable  to  activities  that, 
when  profitable,  generate  foreign  base  com- 
pany shipping  income.  The  other  $40  of  the 
deficit  is  attributable  to  activities  that, 
when  profitable,  generate  foreign  base  com- 
pany oil  related  income.  In  the  following 
year,  the  controlled  foreign  corporation 
earns  $90  of  foreign  base  company  shipping 
income.  $20  of  foreign  oil  related  income, 
and  $10  of  foreign  base  company  services 
income.  Under  the  agreement,  the  full  $60 
portion  of  the  accumulated  deficit  attributa- 
ble to  base  company  shipping  activity  can  be 
used  to  reduce  (to  $30)  the  U.S.  parent's 
base  company  shipping  income  inclusion 
with  respect  to  the  foreign  corporation. 
Twenty  dollars  of  the  $40  portion  of  the  ac- 
cumulated deficit  attributable  to  base  com- 
pany oil  related  activity  can  be  used  to 
eliminate  the  $20  of  base  company  oil  relat- 
ed income.  The  remaining  $20  of  the  accu- 
mulated deficit  cannot  be  utilized  to  reduce 
the  U.S.  parent's  base  company  services 
income  or  remaining  base  company  shipping 
income  since  this  deficit  amount  did  not 
arise  from  base  company  services  or  ship- 
ping activity.  For  the  year  then,  the  U.S. 
parent's  subpart  F  income  with  respect  to 
the  foreigtn  corporation  after  the  accumulat- 
ed deficit  is  applied  consists  of  $30  of  base 
company  shipping  income.  $10  of  base  com- 
pany services  income,  and  no  base  company 
oil  related  income.  The  $20  portion  of  the 
accumulated  deficit  attributable  to  foreign 
oil  related  activity  which  is  not  utilized  may 
be  carried  over  for  possible  use  in  character- 
izing distributions  from  the  foreign  corpora- 
tion in  later  years. 

Assume,  as  another  example,  that  a  for- 
eign manufacturer  wholly  owned  by  a  U.S. 
corporation  incurs  a  $100  deficit  in  earnings 
and  profits  in  a  taxable  year.  The  manufac- 
turing operations  of  the  controlled  foreign 
corporation,  when  profitable,  generate  non- 
subpart  P  income.  In  the  following  year,  the 
U.S.  parent  sells  through  the  foreign  manu- 
facturer to  third-country  buyers  goods  that 
a  U.S.  subsidiary  of  the  U.S.  parent  pro- 
duces. With  respect  to  these  sales,  the  for- 
eign corporation  receives  $30  of  foreign  base 
company  sales  income,  currently  taxable  to 
its  U.S.  parent  under  subpart  F.  The  foreign 
corporation  also  earns  $80  of  nonsubpart  F 
manufacturing  income.  The  amendment  to 
the  accumulated  deficit  rule  limits  to  $80 
the  amount  of  the  $100  accumulated  deficit 


which  may  be  utilized  in  this  year:  since  the 
accumulated  deficit  arose  in  a  nonsubpart  F 
income  category,  it  may  offset  only  the  $80 
of  nonsubpart  F  income.  For  the  year  then, 
the  subpart  F  income  after  the  accumulated 
deficit  is  applied  consists  of  the  $30  of  for- 
eign base  company  sales  income.  The  $20 
portion  of  the  accumulated  deficit  not  uti- 
lized may  be  carried  over  by  the  foreign  cor- 
(>oration  to  reduce  nonsubpart  F  earnings 
and  profits  in  later  years. 

The  application  of  the  accumulated  deficit 
rule,  as  modified,  is  further  illustrated  in 
the  following  example:  Assume  that  a  for- 
eign corporation,  wholly  owned  by  a  U.S. 
corporation,  incurs  a  $100  deficit  in  earnings 
and  profits  in  a  taxable  year.  The  controlled 
foreign  corporation  is  predominantly  en- 
gaged in  the  active  conduct  of  a  banking 
business  during  that  year.  When  profitable, 
the  foreign  corporation  earns  primarily  for- 
eign personal  holding  company  income,  as 
that  category  of  subpart  F  income  is  ex- 
panded by  the  agreement.  The  deficit  arises 
from  activities  that  generate  foreign  person- 
al holding  company  income.  On  the  first 
day  of  the  following  year.  40  percent  of  the 
stock  of  the  controlled  foreign  corporation 
is  sold  to  a  second  U.S.  corporation.  The  for- 
eign corporation  earns  $300  of  foreign  per- 
sonal holding  company  income  and  no  other 
income  during  that  taxable  year.  It  is  pre- 
dominantly engaged  in  the  active  conduct  of 
a  banking  business  during  that  year.  The 
second  U.S.  corporation's  share  of  the  sub- 
part F  income  is  $120  (40  percent  of  $300). 
The  second  U.S.  corporation  cannot  reduce 
its  subpart  F  inclusion  by  any  portion  of  the 
$100  accumulated  deficit  because  it  owned 
no  stock  in  the  foreign  corporation  in  the 
preceding  year,  when  the  deficit  was  in- 
curred. The  first  U.S.  corporation  can 
reduce  its  $180  (60  percent  of  $300)  share  of 
the  subpart  F  income  by  $60  (60  percent  of 
$100)  of  the  accumulated  deficit;  under  the 
accumulated  deficit  rule,  as  modified,  its  pro 
rata  share  of  the  deficit  is  determined  for 
the  close  of  the  current  year  because  such 
determination  yields  a  smaller  pro  rata 
share  than  a  determination  of  such  share 
for  the  close  of  the  deficit  year.  The  $40 
portion  of  the  accumulated  deficit  not  uti- 
lized may  be  carried  over  for  possible  use  by 
the  first  U.S.  corporation  in  later  years. 

The  interaction  of  the  new  subpart  F  re- 
characterization rule,  the  subpart  F  earn- 
ings and  profits  limitation  retained  by  the 
agreement,  and  the  agreement's  foreign  loss 
allocation  and  separate  limitation  loss  re- 
•  haracterization  rules  is  illustrated  in  the 
loUowing  example:  Assume  that  a  foreign 
corporation  wholly  owned  by  a  U.S.  corpora- 
tion has  a  $100  overall  limitation  loss.  It 
also  has  $200  of  passive  (subpart  F  FPHC) 
income  before  allocation  of  the  loss. 
Assume,  for  simplicity,  that  earnings  and 
profits  e<]ual  income.  Under  the  foreign  loss 
allocation  rule  (which  parallels  the  subpart 
F  earnings  and  profits  limitation),  the  $100 
loss  reduces  the  corporation's  passive 
income  for  the  year  from  $200  to  $100.  The 
subpart  F  earnings  and  profits  limitation 
correspondingly  reduces  the  income  cur- 
rently taxable  to  the  corporation's  U.S. 
shareholders  from  $200  to  $100. 

The  following  year,  the  corporation  earns 
$250  of  passive  (subpart  F  FPHC)  income 
and  $1,500  of  overall  limitation  (nonsubpart 
P)  income.  Under  the  separate  limitation 
loss  recharacterisation  rule,  an  amount  of 
this  overall  limitation  income  equal  to  the 
prior  year  overall  limitation  loss  that  re- 
duced passive  income,  $100.  is  recharacter- 
ized as  passive  income.  Thus,  for  foreign  tax 


credit  limitation  purposes,  the  corporation 
has  $1,400  ($1,500  -  $100)  of  overall  limita- 
tion income  and  $350  ($250  +  $100)  of  pas- 
sive income  in  the  second  year.  Under  the 
subpart  F  recharacterization  rule,  the  recap- 
tured $100  of  passive  income  is  also  subpart 
P  FPHC  income  since  subpart  P  FPHC 
income  the  year  before  was  reduced  by  $100 
under  the  earnings  and  profits  limitation 
and,  in  the  current  year,  earnings  and  prof- 
its exceed  tentative  subpart  P  income  by  at 
least  that  amount.  Thus,  the  subpart  F  in- 
clusion of  the  corporation's  shareholders  is 
$350  ($250  +  $100)  in  the  second  year. 

Effective  date 

The  conference  agreement  generally 
adopts  the  Senate  amendment's  effective 
date  provisions  for  the  subpart  F  amend- 
ments discussed  above,  except  where  noted 
otherwise.  In  addition,  targeted  transitional 
rules  are  provided. 

b.  Determination  of  U.S.  control  of  foreign 

corporations 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment  (including  its 
special  rule  for  certain  trust  distributions), 
with  a  conforming  amendment  clarifying 
that  the  new  vote-or-value  rule  applies  in 
determining  whether  an  insurance  company 
is  a  controlled  foreign  corporation  under 
the  special  more-than-25-percent  U.S.  own- 
ership test  of  Code  section  957(b).  With  re- 
spect to  investments  in  U.S.  property,  the 
provision  is  effective  on  August  16.  1986 
(rather  than  on  January  1.  1987). 

The  conferees'  decision  not  to  include  the 
House  bill  provision  decreasing  the  U.S. 
ownership  requirement  for  controlled  for- 
eign corporation  status  from  more-than-50- 
percent  to  50-percent-or-more  of  total  own- 
ership rests,  in  part,  on  the  conferees'  un- 
derstanding that,  under  an  existing  Treas- 
ury regulation,  the  IRS  can.  in  specified  cir- 
cumstances, deem  foreign  corporations  ef-; 
fectively  controlled  by  10-percent  U.S. 
shareholders  to  meet  the  more-than-50-per- 
cent  ownership  test  even  though  that  re- 
quirement would  otherwise  not  technically 
be  met  (Treas.  Reg.  sec.  1.957-l(b)). 

c.  De  minimis  and  full  inclrision  rules 
Under  the  conference  agreement,  none  of 

a  controlled  foreign  corporation's  gross 
income  for  a  taxable  year  is  treated  as  for- 
eign base  company  income  or  tax  haven  in- 
surance income  if  the  sum  of  the  corpora- 
tion's gross  foreign  base  company  and  gross 
tax  haven  insurance  income  for  the  year  is 
less  than  the  lesser  of  5  percent  of  its  gross 
income,  or  $1  million. 

The  conferees  do  not  believe  that  U.S. 
shareholders  of  controlled  foreign  corpora- 
tions should  avoid  current  U.S.  tax  on  an 
amount  of  tax  haven  income  equal  to  a 
fixed  percentage  of  the  gross  income  of  the 
controlled  foreign  corporation  without 
regard  to  how  large,  in  absolute  dollar 
terms,  that  amount  of  tax  haven  Income  is. 
Permitting  $1  million  or  more  of  tax  haven 
income  to  avoid  current  U.S.  tax.  as  the 
present  law  de  minimis  rule  does  in  the  case 
of  a  controlled  foreign  corpwration  with  $10 
million  or  more  of  gross  income,  is  inconsist- 
ent with  the  de  minimis  concept  in  the  con- 
ferees' view. 

As  discussed  in  more  detail  at  A.l.a.  and 
e.,  above,  the  new  subpart  F  de  minimis  rule 
applies  for  separate  foreign  tax  credit  limi- 
tation purposes  also.  The  House  bill  provid- 
ed no  de  minimis  exception  to  the  applica- 
tion of  the  separate  foreign  tax  credit  limi- 
tations. The  conferees  have  accepted  a  de 
minimis  exception  to  the  separate  limita- 
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tions  in  the  case  of  controlled  foreign  corpo- 
rations to  simplify  the  operation  of  the  for- 
eign tax  credit  limitation  look-through 
rules.  However,  the  conferees  concluded 
that  any  de  minimis  exception  applicable  to 
the  separate  limitations  should  be  a  limited 
one.  incorporating  a  reasonable  dollar  ceil- 
ing. 

As  discussed  above  at  C.l.a..  the  confer- 
ence agreement  expands  the  definition  of 
tax  haven  insurance  income.  The  general  de 
minimis  exception  is  amended  to  apply  to 
tax  haven  insurance  income  generally  in 
order  to  preserve  de  minimis  relief  for  insur- 
ance income  subject  to  tax  under  subpart  F 
under  present  law,  and  to  provide  such 
relief  to  the  new  types  of  insurance  income 
(including  certain  captive  insurance  income) 
subjected  to  tax  under  subpart  P  by  the 
conference  agreement.  Income  from  insur- 
ing U.S.  rislis  is  eligible  for  a  special  5-per- 
cent de  minimis  exception  under  present 
law.  However,  the  conference  agreement  re- 
peals that  exception  in  connection  with  its 
expansion  of  the  definition  of  tax  haven  in- 
surance income  to  include  income  from  in- 
suring certain  unrelated  party  foreign  risks. 
Income  from  the  insurance  of  certain  for- 
eign risks  of  related  parties  that  is  subpart 
P  income  under  present  law  is  presently  eli- 
gible for  the  general  de  minimis  exception. 

The  conference  agreement  also  extends 
the  70-percent  full  inclusion  rule  to  tax 
haven  insurance  income  generally.  The  con- 
ferees do  not  believe  that  a  sound  policy 
basis  exists  for  distinguishing  tax  haven  in- 
surance income  from  foreign  base  company 
income  for  purposes  of  either  the  de  mini- 
mis rule  or  the  full  inclusion  rule. 

The  Tax  Reform  Act  of  1984  generally 
subjects  related  party  factoring  income  and 
similar  income  to  taxation  under  subpart  F 
without  regard  to  the  general  de  minimis 
rule.  The  conference  agreement  does  not 
alter  present  law  in  this  regard. 

The  amendments  to  the  de  minimis  and 
full  inclusion  rules  apply  to  taxable  years  of 
foreign  corporations  beginning  after  1986. 

(t  Possession-chartered  corporations 

The  conference  agreement  follows  the 
Senate  amendment  except  that  the  effective 
date  for  investments  in  U.S.  property  is 
August  16.  1986. 

2.  Application  of  accumulated  earninKH  tax  and 
personal  holding  company  tax  to  foreign  cor- 
poral ion.s 

Present  Law 
The  accumulated  earnings  tax  (AET)  and 
personal  holding  company  (PHC)  tax  are 
imposed  on  corporations  that  accumulate 
earnings  rather  than  distributing  them  to 
their  shareholders.  The  taxes  are  imposed 
on  "accumulated  taxable  income"  and  "un- 
distributed personal  holding  company 
income,"  respectively.  Those  amounts  are 
calculated  by  making  several  adjustments  to 
the  regular  taxable  income  of  a  corporation 
including  deductions  for  capital  gains  (and 
certain  capital  losses). 

Hotise  Bill 
Por  purposes  of  calculating  the  AET  or 
PHC  tax  applicable  to  a  foreign  corporation, 
an  adjustment  is  allowed  for  net  capital 
gains  only  if  they  are  effectively  connected 
with  the  conduct  of  a  U.S.  trade  or  business. 
These  amendments  apply  to  gains  and 
losses  realized  on  or  after  November  16, 
1985. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill  except  that  it  applies  to  gains 


and   losses  realized  on  or  after  March    1, 
1986. 

Conference  Agreement 
The   conference    agreement    follows    the 
House    bill    and    the    Senate    amendment 
except   that   it   is   effective   for   gains   and 
losses  realized  on  or  after  January  1,  1986. 

3.  Deduction  for  Dividends  Received  Krom  For- 
eign i'orporations 

Present  Law 
A  U.S.  corporation  may  deduct  85  percent 
of  a  fraction  of  dividends  received  from  a 
foreign  corporation  that  has  at  least  50  per- 
cent of  its  business  in  the  United  States. 
The  deductible  fraction  is  the  ratio,  for  a  3- 
year  period,  of  gross  income  that  is  effec- 
tively connected  with  a  U.S.  trade  or  busi- 
ness to  total  gross  income.  A  U.S.  corpora- 
tion may  deduct  100  percent  of  certain  divi- 
dends from  a  foreign  corporation  all  of 
whose  gross  income  is  effectively  connected 
with  a  U.S.  trade  or  business  and  all  of 
whose  stock  is  owned  by  the  U.S.  corpora- 
tion. 

House  Bill 
As  described  in  VI. C.  above,  the  House 
bill  reduces  the  85-percent  dividends  re- 
ceived deduction  to  80  percent,  and  further 
reduces  it  to  70  percent  (and  the  present  law 
100  percent  deduction  is  reduced  to  90  per- 
cent) in  connection  with  the  dividends  paid 
deduction. 

Senate  Amendment 

Following  the  House  bill,  the  Senate 
amendment  reduces  the  85-percent  divi- 
dends received  deduction  to  80  percent. 

In  addition,  the  Senate  amendment  allows 
the  deduction  for  dividends  received  from 
foreign  corporations  only  to  10-percent  or 
greater  corporate  shareholders.  It  extends 
the  deduction  to  dividends  from  foreign  cor- 
porations that  are  in  turn  attributable  to 
dividends  from  U.S.  corporations  80  percent 
or  more  of  whose  voting  stock  (or  value)  the 
foreign  corporation  (or  a  wholly  owned  for- 
eign subsidiary)  owns,  and  eliminates  the 
50-percent  business  income  threshold  of 
present  law.  The  Senate  amendment  ba.ses 
eligibility  for  the  deduction  on  net  earnings 
of  foreign  corporations  attributable  to  U.S. 
sources.  All  dividends  eligible  for  the  deduc- 
tion are  treated  as  U.S.  source. 

The  changes  to  the  dividends  received  de- 
duction rules  for  dividends  from  foreign  cor- 
porations apply  to  dividends  received  in  tax- 
able years  beginning  after  1986  from  earn- 
ings derived  after  1986. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  technical 
modifications  and  an  amendment  prevent- 
ing double  benefits  for  amounts  eligible  for 
the  agreement's  deduction. 

The  agreement  provides  that  deemed-paid 
foreign  tax  credits  are  disallowed  to  the 
extent  the  taxes  are  attributable  to  income 
eligible  for  the  dividends  received  deduction. 
The  conference  agreement  provides  that 
dividends  eligible  for  the  deduction  are 
based  on  the  proportion  of  the  foreign  cor- 
poration's post- 1986  earnings  that  have 
been  subject  to  U.S.  corporate  income  tax 
and  that  have  not  been  distributed,  rather 
than  (as  in  the  Senate  amendment)  the  pool 
of  earnings  accumulated  during  the  previ- 
ous 10  years.  The  committee  intends  that 
distributions  from  a  foreign  corporation  be 
deemed  to  be  pro  rata  from  the  corpora- 
tion's earnings  that  have  been  subject  to 
U.S.  corporate  income  tax  and  those  that 
have  not  been  so  subject. 


In  a  technical  amendment  (to  Code  sec. 
959(d)),  the  agreement  clarifies  that  any 
amounts  of  subpart  P  income  previously 
taxed  that  are  distributed  to  U.S.  sharehold- 
ers are  to  reduce  U.S.  source  earnings  and 
profits  and  total  earnings  and  profits  (as  the 
case  may  be)  in  arriving  at  the  proportion- 
ate amount  of  the  taxable  dividend  eligible 
for  the  deduction. 

The  conference  agreement  also  clarifies 
that  the  new  provision  applies  to  distribu- 
tions out  of  earnings  and  profits  for  taxable 
years  beginning  after  1986. 

Por  dividends  paid  from  earnings  and 
profits  accumulated  prior  to  January  1, 
1987,  the  agreement's  provisions  do  not 
apply. 

D.  Special  Tax  Provisions  for  VJS.  Persons 

1.  Possessions  Tax  Credit 

Present  Law 

Under  present  law,  income  from  intangi- 
bles is  not  eligible  for  the  possessions  tax 
credit  unless  the  taxpayer  elects  one  of  two 
optional  methods  of  computing  possessions 
source  income:  (1)  cost  sharing  or  (2)  50/50 
profit  split.  The  cost  sharing  payment  need 
not  be  as  large  as  an  arm's-length  royalty. 

To  be  eligible  for  the  possessions  tax 
credit,  a  possessions  corporation  must  derive 
at  least  80  percent  of  its  income  from  a  pos- 
session, and  at  least  65  percent  of  its  income 
from  the  conduct  of  an  active  trade  or  busi- 
ness within  a  possession. 

Income  received  within  the  United  States 
(excluding  possessions  thereof)  is  not  eligi- 
ble for  the  possessions  tax  credit. 

The  possessions  tax  credit  is  allowed  for 
qualified  possessions  source  investment 
income  (QPSII).  QPSII  is  limited  to  income 
derived  from  investments  within  a  po.sses- 
sion  in  which  the  taxpayer  conducts  an 
active  trade  or  business.  The  Government  of 
Puerto  Rico  has  established  rules  (reg.  3087) 
which  specify  the  financial  institutions  that 
may  accept  deposits  from  possessions  corpo- 
rations and  the  assets  in  which  these  funds 
may  be  invested. 

U.S.  corporations  doing  business  in  the 
Virgin  Islands  are  eligible  for  tax  benefits 
equivalent  to  the  possessions  tax  credit 
under  the  Revised  Organic  Act  of  the  Virgin 
Islands  and  section  934  of  the  Code. 

House  Bill 

The  House  bill  retains  present  law  with 
five  principal  modifications. 

First,  the  cost  sharing  payment  required 
for  companies  that  elect  the  cost  sharing 
option  is  set  equal  to  the  greater  of:  (1)  110 
percent  of  the  payment  required  under 
present  law  or  (2)  the  royalty  payment  or 
inclusion  that  would  be  required  (under  sec- 
tions 482  and  367  as  modified  by  the  House 
bill),  with  respect  to  intangibles  the  posses- 
sions corporation  is  treated  as  owning  under 
the  cost-sharing  option,  if  the  possessions 
corporation  were  treated  as  a  foreign  com- 
pany (whether  or  not  intangibles  actually 
are  transferred  to  the  possessions  corpora- 
tion). 

Por  companies  that  elect  the  50/50  profit 
split  method,  the  amount  of  product  area 
research  expenditures  (as  determined  under 
the  cost  sharing  rules,  without  regard  to  the 
royalty  amount)  is  increased  by  20  percent 
for  purposes  of  computing  combined  taxable 
income. 

Second,  the  House  bill  deletes  the  rule  in 
present  law  (sec.  936(b))  which  denies  the 
credit  with  respect  to  income  received  in  the 
United  States.  As  a  result,  the  credit  is  not 
denied  for  tax  on  otherwise  eligible  income 
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solely  by  reason  of  receipt  in  the  United 
States. 

Third,  the  House  bill  modifies  the  defini- 
tion of  qualified  possession  source  invest- 
ment income  ("QPSH")  to  allow  the  Gov- 
ernment of  Puerto  Rico  fully  to  implement 
its  initiative  to  increase  investment  and  em- 
ployment in  qualified  Caribbean  Basin 
( "CBI")  countries.  The  definition  of  QPSII 
is  expanded  to  include  interest  attributable 
to  loans  made  by  the  Government  Develop- 
ment Bank  of  Puerto  Rico  ( "GDB")  for  in- 
vestments in  active  business  assets  located 
in  qualified  CBI  countries.  A  qualified  CBI 
country  means  any  "beneficiary  country" 
(within  the  meaning  of  section  212(a)(1)(A) 
of  the  Caribbean  Basin  Economic  Recovery 
Act)  which  meets  the  requirements  of 
clauses  (i)  and  (ii)  of  Code  section 
274(h)(6)(A).  To  qualify  as  QPSII,  the  bor- 
rower must  certify  to  the  Secretary  of  the 
Treasury  that  the  proceeds  of  the  loan  will 
be  invested  promptly  in  active  business 
assets  located  in  a  qualified  CBI  country.  In 
addition,  the  GDB  must  agree  to  permit  the 
Secretary  to  examine  such  of  its  books  and 
records  as  may  be  necessary  to  ensure  com- 
pliance with  the  conditions  of  certification. 
The  committee  report  states  that  it  is  an- 
ticipated that  the  Government  of  Puerto 
Rico  will  pursue  vigorously  the  twin  plant 
initiative  outlined  in  the  "Memorandum  of 
Agreement."  '  The  Memorandum  of  Agree- 
ment provides,  inter  alia,  that  the  Govern- 
ment of  Puerto  Rico  will  guarantee  $100 
million  annually  of  new  funds  for  private 
direct  investment  in  qualified  CBI  countries. 
These  funds  are  anticipated  to  be  derived, 
without  additional  cost  to  the  United  States 
Treasury,  from  a  variety  of  sources  includ- 
ing: possessions  corporations  (in  exchange 
for  future  Puerto  Rican  tax  concessions); 
GDB  funds;  and  grants  by  the  Government 
of  Puerto  Rico. 

Fourth,  the  House  bill  changes  the  active 
trade  or  business  test  that  a  U.S.  corpora- 
tion must  meet  to  qualify  for  the  possession 
tax  credit.  The  active  income  percentage  is 
increased  from  65  percent  to  75  percent. 
The  House  bill  does  not  alter  the  present 
law  requirement  that  80  percent  or  more  of 
gross  income  for  a  three-year  period  be  de- 
rived from  sources  within  a  possession.  As 
under  present  law.  a  possessions  corporation 
must  meet  t)oth  the  80-percent  possession 
source  income  test  and  the  active  income 
percentage  test. 

Fifth,  the  committee  report  states  that 
the  Commissioner  is  authorized  to  require 
the  submission,  with  the  tax  return,  of  in- 
formation relevant  to  section  936  tax  com- 
putations. Such  information  may  include: 
(1)  all  standard  industrial  classification 
("SIC")  codes  to  which  research  expenses 
relate;  (2)  the  intangibles  involved  in  pro- 
ducing and  marketing  the  products  made  by 
the  possessions  corporation;  (3)  the  method 
of  pricing  components  purchased  by  the 
possessions  corporation;  and  (4)  a  combined 
net  income  statement  for  the  products  man- 
ufactured by  the  possessions  corporation. 

The  bill  also  amends  section  936(d)(1)  to 
include  the  U.S.  Virgin  Islands  within  the 
definition  of  "possession  of  the  United 
States".  This  change  has  the  effect  of  bring- 
ing U.S.  corporations  doing  business  in  the 
Virgin  Islands  within  the  ambit  of  section 
936.  rather  than  the  separate  but  compara- 
ble provisions  of  the  Revised  Organic  Act  of 
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ernment of  the  United  States  and  the  Government 
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the  Virgin  Islands  and  section  934  of  the 
Code. 

The  provision  is  effective  for  taxable 
years  beginning  after  Deceml)er  31,  1985i 
Under  a  transition  rule,  the  active  income 
percentage  increases  from  65  to  70  percent 
for  taxable  years  beginning  in  1986,  and  to 
75  percent  for  taxable  years  beginning  after 
1986.  The  royalty  provision  of  the  cost  shar- 
ing rule  applies  to  taxable  years  beginning 
after  1985  without  regard  to  when  the 
transfer  of  intangibles  (if  any)  was  made. 

Senate  Amendment 

The  Senate  amendment  generally  follows 
the  House  bill  with  certain  modifications. 

First,  the  cost  sharing  payment  is  not  re- 
quired to  be  as  large  as  an  arm's-length  roy- 
alty. 

Second,  the  Senate  amendment  retains 
the  rule  in  present  law  which  denies  the 
credit  with  respect  to  income  received  in  the 
United  States;  however,  an  exception  is  pro- 
vided for  otherwise  eligible  income  (exclud- 
ing QPSII)  where  such  income  is  received 
from  a  person  unrelated  to  the  possessions 
corporation. 

Third,  the  Senate  amendment  expands 
the  definition  of  QPSII  beyond  the  House 
bill  to  include  income  attributable  to  funds 
invested  in  financial  institutions  (including 
the  GDB  and  the  Puerto  Rico  Economic  De- 
velopment Bank)  to  the  extent  such  funds 
are  invested  by  the  financial  institution  con- 
sistent with  the  goals  and  purposes  of  the 
Carribean  Basin  Economic  Recovery  Act  in 
active  business  assets  or  development 
projects  located  in  qualified  CBI  countries. 
Such  CBI  investments  must  be  authorized 
specifically  by  the  GDB.  In  addition,  the 
borrower  and  the  financial  institution  must 
certify  to  the  Secretary  and  the  Secretary 
of  the  Treasury  of  Puerto  Rico  that  the  pro- 
ceeds of  the  loan  will  be  used  promptly  for 
authorized  purposes.  Also,  the  borrower  and 
the  financial  institution  miist  agree  to 
permit  the  Secretary  and  the  Secretary  of 
the  Treasury  of  I»uerto  Rico  to  examine 
such  of  their  books  and  records  as  may  be 
necessary  to  ensure  compliance  with  these 
provisions.  The  committee  report  does  not 
refer  to  the  terms  of  the  Memorandum  of 
Agreement. 

Fourth,  the  Senate  amendment  is  effec- 
tive for  taxable  years  beginning  after  1986, 
without  a  transition  rule  for  the  active 
income  percentage  requirement. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  certain 
modifications. 

The  conference  agreement  follows  the 
House  bill  with  respect  to  the  cost  sharing 
payment,  i.e.,  the  cost  sharing  payment  is 
determined  as  the  greater  of  ( 1 )  110  percent 
of  the  payment  determined  under  present 
law  or  (2)  an  arms-length  royalty  (deter- 
mined according  to  the  principles  of  sections 
482  and  367.  as  modified  by  the  conference 
agreement). 

The  conference  agreement  follows  the 
House  bill  and  Senate  amendment  with  re- 
spect to  the  profit  split  method,  and  makes 
a  technical  correction  to  the  computation  of 
combined  taxable  income  under  this 
method. 

The  conferees  expect  that  the  Secretary 
will  take  into  account  the  significant  nature 
of  the  modifications  made  by  the  confer- 
ence agreement  to  the  computation  of  pos- 
sessions source  income  in  cases  where  an 
electing  corporation  seeks  to  change  its 
method  of  computation. 


The  conference  agreement  follows  the 
Senate  amendment  with  respect  to  income 
received  within  the  United  States. 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  respect  to 
the  expansion  of  the  definition  of  QPSII. 
The  conferees  are  of  the  view  that  for  the 
purposes  of  QPSII.  financial  institutions 
may  include,  banks,  investment  banks,  or 
similar  institutions.  The  conferees  expect 
that  the  Government  of  Puerto  Rico  will 
make  a  good  faith  effort  to  carry  out  the 
twin  plant  initiative  outlined  in  the  Memo- 
randum of  Agreement. 

The  conferees  authorize  Treasury  to  issue 
regulations  providing  additional  compliance 
measures  including  (1)  the  submission  with^ 
the  tax  return  of  information  relevant  to 
computing  income  from  intangibles,  and  (2) 
annual  certification  by  the  borrower  and 
lender  that  CBI  loans  have  been  used  for  in- 
vestments that  are  permitted  under  the 
QPSII  rules. 

The  conferees  agree  that  regulations 
issued  under  section  936(h)(7)  can  permit 
the  use  of  the  cost  sharing  and  profit  split 
methods  in  cases  where  the  possession  prod- 
uct is  leased,  rather  than  sold  (or  is  used  in 
the  trade  or  business  of  a  member  of  the  af- 
filiated group),  but  only  if  (1)  an  independ- 
ent sales  price  can  be  determined  for  the 
product  from  comparable  uncontrolled 
transactions,  and  (2)  the  appropriate 
member  of  the  group  agrees  to  be  treated  as 
having  sold  the  possession  product  at  such 
price.  The  conferees  intend  that  an  excep- 
tion to  the  former  requirement  will  be  pro- 
vided under  conditions  deemed  appropriate 
by  the  Secretary.  Such  conditions  may  re- 
strict relief  to  situations  where  (1)  the  cost 
sharing  payment  is  no  less  than  100  percent 
of  the  product  area  research  cost  incurred 
by  the  affiliated  group,  and  (2)  the  deemed 
sale  of  the  possession  product  units  is  treat- 
ed as  made  at  a  price  which  produced  a 
profit  to  the  appropriate  member  of  the 
group  equal  to  the  possessions  corporation's 
tax-exempt  profit  with  respect  to  the  same 
units  (computed  without  regard  to  the  cost 
sharing  payment),  reduced  by  one-half  of 
the  cost  sharing  payment  allocable  to  such 
units. 

The  possessions  tax  credit  provisions  are 
effective  for  tax  years  beginning  after  1986. 
The  royalty  provision  of  the  cost  sharing 
rule  applies  to  tax  years  begirming  after 
1986  without  regard  to  when  the  transfer  of 
intangibles  (if  any)  was  made. 
2.  Taxation  of  I'.S.  Persons  in  Panama 

a.    Agreement    implementini;    Panama    Canal 
Treaty 

Present  Law 

Agreements  between  the  United  States 
and  Panama  entered  into  in  conjunction 
with  the  Panama  Canal  Treaty  specify  the 
rights  and  legal  status  of  agencies  and  em- 
ployees of  the  U.S.  Government  operating 
in  Panama.  One  of  the  agreements  on  im- 
plementation provides  an  exemption  from 
tax  for  U.S.  employees  of  the  Panama  Canal 
Commission.  In  a  diplomatic  note,  Panama 
has  confirmed  the  United  States'  explana- 
tion that  the  exemption  was  intended  to 
apply  solely  to  Panamanian  taxes.  Courts 
have  split  on  the  question  whether  the  ex- 
emption applies  to  U.S.  taxes. 
House  Bill 

The  House  bill  clarifies  that  the  Agree- 
ment in  Implementation  of  the  Panama 
Canal  Treaty  does  not  exempt  U.S.  taxpay- 
ers from  U.S.  tax  on  income.  The  clarifica- 
tion is  effective  for  all  open  taxable  years. 
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Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill  except  that  it  applies  only  to  tax- 
able years  beginning  on  or  after  January  1. 
1987. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  with  one  clarification.  The  clarifi- 
cation is  that  the  Agreement  in  Implemen- 
tation of  the  Panama  Canal  Treaty  does  not 
exempt  U.S.  taxpayers  from  any  U.S.  tax 
(not  limited  to  the  income  tax).  With  re- 
spect to  U.S.  taxes  not  imposed  with  respect 
to  a  taxable  year  (such  as  the  gift  and  estate 
taxes),  the  provision  is  effective  for  taxable 
events  after  the  date  of  enactment  (rather 
than  for  all  open  taxable  years). 

b.  Tax-free  allowanrrs 

Present  Law 

Overseas  employees  of  the  U.S.  Govern- 
ment generally  are  permitted  to  exclude  cer- 
tain allowances  from  gross  income  for  U.S. 
tax  purposes.  Allowances  paid  to  U.S.  em- 
ployees of  the  Panama  Canal  Commission 
and  civilian  employees  of  the  Defense  De- 
partment in  Panama  are  not  presently  ex- 
cludable under  this  rule. 

House  Bill 

The  House  bill  provides  that  U.S.  Govern- 
ment employees  of  the  Panama  Canal  Com- 
mission may  exclude  allowances  equivalent 
to  those  permitted  to  be  excluded  by  State 
Department  employees  in  Panama.  This 
provision  is  effective  for  taxable  years  be- 
ginning after  1985. 

Senate  Amendment 

The  Senate  amendment  generally  is  the 
same  as  the  House  bill  except  that  it  ex- 
tends tax-free  allowance  treatment  to  De- 
fense Department  employees  in  Panama 
and  is  effective  for  taxable  years  beginning 
after  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

3.  Foreiirn  Sales  Corporation  (FSC's) 

Present  Law 

The  United  States  limits  its  tax  on  quali- 
fied income  from  exports  when  the  exporter 
uses  a  "FSC'— a  Foreign  Sales  Corporation. 
The  PSC  rules  reduce  taxable  income  by  16 
percent  of  export  income  (15  percent  for 
corporate  shareholders).  The  Domestic 
International  Sales  Corporation  (DISC) 
rules  provide  a  similar  benefit  but  only  on 
the  income  from  $10  million  in  export  sales. 
House  Bill 

The  House  bill  changes  the  F;SC  rules  to 
exempt  14  percent  of  export  income  (13  per- 
cent for  corporate  shareholders).  It  makes 
corresponding  changes  to  the  DISC  rules. 
The  changes  are  effective  for  taxable  years 
beginning  after  1985. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The  conference  agreement  does  not  in- 
clude the  House  bill  provision. 

4.  Exclinipn    for    Private    Sector    EarningM    of 

Americans  Abroad 

Present  Law 
U.S.  citizens  (other  than  U.S.  Government 
employees)  who  live  and  work  abroad  and 
who  satisfy  certain  physical  presence  or 
bona  fide  foreign  residence  tests  may  ex- 
clude from  gross  income  up  to  $80,000  of 
foreign  earned  income  per  year,  and  may 
also   exclude    foreign    housing    costs    that 


exceed  a  base  amount.  The  $80,000  ceiling 
on  excludable  foreign  earned  income  is 
scheduled  to  increase  $5,000  each  year  be- 
ginning in  1988,  up  to  $95,000  for  taxable 
years  beginning  in  or  after  1990.  This  sched- 
ule reflects  a  Tax  Reform  Act  of  1984  delay 
of  the  increases,  which  the  Economic  Recov- 
ery Tax  Act  of  1981  had  scheduled  to  begin 
in  1984. 

House  Bill 

The  House  bill  reduces  the  foreign  earned 
income  exclusion  ceiling  to  $75,000.  effective 
for  taxable  years  beginning  after  1985. 
Senate  Amendment 

The  Senate  amendment  reduces  the  for- 
eign' earned  income  exclusion  ceiling  to 
$70,000  and  denies  benefits  to  individuals 
violating  Federal  travel  restrictions.  These 
changes  are  effective  for  taxable  years  be- 
ginning after  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

a.   Transfers   of   InlanKibles   to    Related    Parties 
Outside  of  the  I'niled  States 
Present  Law 

Transfers  to  related  foreign  corporations 
as  licenses  or  sales  are  subject  to  an  "arm's- 
length"  price  standard.  Uncertainty  exists 
regarding  what  transfers  are  appropriate  to 
treat  as  "arm's-length"  comparables  and  re- 
garding the  significance  of  profitability,  in- 
cluding major  changes  in  profitability  of  the 
intangible  after  the  transfer. 

Transfers  to  related  foreign  corporations 
as  contributions  to  capital  require  the  trans- 
feror to  recognize  annually,  as  U.S.  source 
income,  amounts  that  would  have  been  re- 
ceived under  an  agreement  providing  for 
payments  contingent  on  productivity,  use, 
or  disposition  of  the  property. 

Special  rules  apply  for  intangibles  treated 
as  owned  by  U.S.  possessions  corporations 
(see  XII.  D.l.  above). 

House  Bill 

Payments  with  respect  to  intangibles 
transferred  to  a  foreign  related  party  must 
be  commensurate  with  the  income  attribut- 
able to  the  intangible.  This  standard  also 
applies  to  determine  the  minimum  cost- 
sharing  payment  with  respect  to  intangibles 
treated  as  owned  by  a  U.S.  possessions  cor- 
poration that  elects  the  cost-sharing  option. 
(See  XII.  D.l..  above.) 

For  transfers  from  U.S.  persons  to  foreign 
related  parties,  the  bill  applies  to  transfers 
after  November  16,  1985  in  taxable  years 
ending  after  that  date.  For  U.S.  possessions 
corporations  that  elect  the  cost-sharing 
option,  the  bill  applies  for  taxable  years  be- 
ginning after  December  31,  1985.  without 
regard  to  the  date  of  the  transfer  (if  any). 
Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill.  The  concerns  addressed  in  the 
House  bill  originated  in  connection  with 
transfers  of  intangibles  from  U.S.  parties  to 
foreign  affiliates,  particularly  those  operat- 
ing in  low-tax  foreign  countries.  Conse- 
quently, the  provisions  of  the  House  bill 
only  were  applied  to  transfers  of  intangibles 
from  U.S.  persons  to  their  foreign  affiliates. 
In  view  of  the  fact  that  the  objective  of 
these  provisions— that  the  division  of 
income  between  related  parties  reasonably 
reflect  the  relative  economic  activity  under- 
taken by  each— applies  equally  to  inbound 
transfers,  the  conferees  concluded  that  it 
would  be  appropriate  for  these  principles  to 


apply  to  transfers  between  related  parties 
generally  if  income  must  otherwise  be  taken 
into  account. 

The  conferees  do  not  intend  to  affect 
present  law  concepts  of  what  constitutes  a 
single  "license",  to  the  extent  those  con- 
cepts are  not  inconsistent  with  the  purposes 
of  the  new  provision.  Thus,  for  example,  in 
the  case  of  continuous  transfers  of  technol- 
ogy under  a  continuing  license  agreement, 
the  adequacy  of  the  royalty  may.  in  appro- 
priate cases,  be  determined  by  applying  the 
appropriate  standards  under  the  conference 
agreement  on  an  aggregate  basis  with  re- 
spect to  the  profitability  and  other  relevant 
features  of  the  transferred  intangibles  as  a 
whole. 

Similarly,  the  conferees  do  not  intend  to 
change  principles  that  would  permit  offsets 
or  other  adjustments  to  reflect  the  tax 
impact  of  the  taxpayer's  transactions  as  a 
whole. 

The  conferees  are  also  aware  that  many 
important  and  difficult  issues  under  section 
482  are  left  unresolved  by  this  legislation. 
The  conferees  believe  that  a  comprehensive 
study  of  intercompany  pricing  rules  by  the 
Internal  Revenue  Service  should  be  con- 
ducted and  that  careful  consideration 
should  be  given  to  whether  the  existing  reg- 
ulations could  be  modified  in  any  respect. 

In  revising  section  482,  the  conferees  do 
not  intend  to  preclude  the  use  of  certain 
bona  fide  research  and  development  cost- 
sharing  arrangements  as  an  appropriate 
method  of  allocating  income  attributable  to 
intangibles  among  related  parties,  if  and  to 
the  extent  such  agreements  are  consistent 
with  the  purposes  of  this  provision  that  the 
income  allocated  among  the  parties  reason- 
ably reflect  the  actual  economic  activity  un- 
dertaken by  each.  Under  such  a  bona  fide 
cost-sharing  arrangement,  the  cost-sharer 
would  be  expected  to  bear  its  portion  of  all 
research  and  development  costs,  on  unsuc- 
cessful as  well  as  successful  products  within 
an  appropriate  product  area,  and  the  costs 
of  research  and  development  at  all  relevant 
development  stages  would  be  included.  In 
order  for  cost-sharing  arrangements  to 
produce  results  consistent  with  the  changes 
made  by  the  Act  to  royalty  arrangements,  it 
is  envisioned  that  the  allocation  of  R&D 
cost-sharing  arrangements  generally  should 
be  proportionate  to  profit  as  determined 
before  deduction  for  research  and  develop- 
ment. In  addition,  to  the  extent,  if  any.  that 
one  party  is  actually  contributing  funds 
toward  research  and  development  at  a  sig- 
nificantly earlier  point  in  time  than  the 
other,  or  is  otherwise  effectively  putting  its 
funds  at  risk  to  a  greater  extent  than  the 
other,  it  would  be  expected  that  an  appro- 
priate return  would  be  required  to  such 
party  to  reflect  its  investment. 

Effective  date.— Under  the  conference 
agreement,  the  new  provisions  generally 
apply  to  taxable  years  beginning  after  De- 
cember 31,  1986,  but  only  with  respect  to 
transfers  after  November  16,  1985.  or  li- 
censes granted  after  such  date  (or  before 
such  date  with  respect  to  property  not  in 
existence  or  owned  by  the  taxpayer  on  such 
date).  However,  for  purposes  of  section  936 
payments,  the  new  provisions  apply  to  tax- 
able years  beginning  after  December  31. 
1986,  without  regard  to  when  any  transfer 
(or  license)  was  made. 

6.  Compliance  Provisions  Applicable  to  U.S.  Per- 
sons Resident  Abroad 

Present  Law 
U.S.  persons  resident  abroad  are  required 
to  file  U.S.  tax  returns,  but  a  substantial 
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percentage  of  foreign  residents  fails  to  do 

so. 

tt.  tRS  information  returns 

The  IRS  formerly  obtained  some  informa- 
tion about  U.S.  persons  resident  abroad 
from  voluntary  information  returns  filed 
with  passport  applications,  but  the  return 
was  discontinued  because  many  taxpayers 
refused  to  file  a  voluntary  return. 
b.  Withholding  on  pension  payments 

U.S.  pension  payments  to  foreign  resi- 
dents, like  all  U.S.  pension  payments,  are 
not  subject  to  mandatory  withholding  such 
as  that  which  applies  to  wage  and  salary 
payments. 

House  Bill 

No  provisions. 

Senate  Amendment 
a.  IRS  information  returns 

The  Senate  amendment  requires  that 
passport  applicants  and  green  card  appli- 
cants complete  an  IRS  information  return 
reporting  foreign  residence  and  certain 
other  information.  Penalties  for  failure  to 
file  apply.  The  provision  applies  to  taxable 
years  beginning  after  December  31.  1986. 
6.  Withholding  on  pension  payments 

The  Senate  amendment  requires  with- 
holding with  respect  to  pension  payments 
on  U.S.  persons  living  outside  the  United 
States.  The  provision  applies  to  payments 
after  December  31.  1986. 

Conference  Agreement 

a.  IRS  information  returns 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  except  that 
the  agreement  applies  to  passport  and  green 
card  applications  submitted  after  December 
31.  1987  (or.  if  earlier,  the  effective  date  of 
the  initial  regulations  under  the  new  infor- 
mation return  provisions,  but  not  before 
January  1,  1987).  The  agreement  also  makes 
the  following  technical  amendments:  First, 
to  deter  noncompliance  effectively,  the  pen- 
alty for  each  failure  to  file  the  required  in- 
formation returns  is  increased  from  $50  to 
$500.  Second,  the  agreement  clarifies  that 
no  other  provision  of  law  will  exempt  indi- 
viduals from  the  new  return-making  re- 
quirements or  bar  agencies  collecting  the  re- 
turns from  providing  them  to  the  Secretary, 
as  required.  Third,  notwithstanding  any 
other  provision  of  law,  agencies  which  col- 
lect (or  are  required  to  collect)  the  new  in- 
formation returns  must  provide  to  the  Sec- 
retary the  names  (and  any  other  identifying 
information)  of  any  individuals  who  refuse 
to  provide  them  as  required.  Fourth,  the 
agreement  authorizes  the  Secretary  to 
exempt  any  class  of  individuals  from  the 
return  requirements  by  regulations  if  he  de- 
termines that  applying  the  return  require- 
ments to  those  individuals  is  not  necessary 
to  carry  out  the  provision's  purposes. 

b.  Withholding  on  pension  payments 

The  conference  agreement  is  the  same  as 
the  Senate  amendment. 
7.  Foreixn  Investment  Companies 
Present  Law 

Generally,  no  current  U.S.  tax  applies  to 
the  foreign  income  of  a  foreign  corporation 
that  is  not  a  controlled  foreign  corporation 
(under  subpart  F)  or  a  foreign  personal 
holding  company  (under  the  FPHC  rules) 
even  if  all  its  income  is  passive  income  or 
other  tax  haven  income,  and  even  if  all  its 
shareholders  are  U.S.  persons. 

When  a  U.S.  person  disposes  of  stock  in  a 
foreign  investment  company  (FIC).  howev- 
er, the  gain  is  not  automatically  subject  to  a 


favorable  capital  gains  tax  rate,  even  if  the 
company  is  widely  held.  The  gain  is  subject 
to  ordinary  income  treatment  to  the  extent 
of  the  shareholders  share  of  the  FICs 
earnings  and  profits.  This  special  ordinary 
income  rule  generally  applies  to  a  foreign 
corporation  that  is  primarily  in  the  business 
of  investing  in  securities  or  commodities,  if 
50  percent  or  more  of  the  corporation's 
stock  (by  vote  or  value)  is  held  by  U.S.  per- 
sons. 

House  Bill 

The  House  bill  modifies  present  law  to 
apply  the  FIC  rules  to  U.S.  investors  in  for- 
eign funds  without  regard  to  the  degree  of 
U.S.  ownership  in  such  funds  and  to  allow 
10-percent  shareholders  of  FICs  to  claim  a 
deemed  paid  foreign  tax  credit  when  the 
FIC  is  also  a  controlled  foreign  corporation. 

The  House  bill  also  requires  current  recog- 
nition of  income  by  U.S.  investors  in  FICs 
that  are  passive  investment  vehicles  by  look- 
ing through  to  the  earnings  and  profits  of 
the  passive  foreign  investment  company 
(PFIC).  The  bill  provides  that  U.S.  investors 
in  PFICs  that  do  not  currently  distribute 
their  earnings  may  elect  to  defer  U.S.  tax 
upon  agreement  to  pay  tax  plus  interest  on 
receipt  of  distributions  or  on  disposition  of 
the  investment.  The  bill  requires  a  U.S.  in- 
vestor to  pay  tax  on  the  investor's  entire 
share  of  a  PFICs  earnings  and  profits  and 
to  treat  this  income  as  ordinary  income. 

The  bill  defines  a  PFIC  as  any  foreign  in- 
vestment company  that  derives  at  least  75 
percent  of  its  income  from  passive  invest- 
ments or  any  foreign  investment  company 
at  least  half  of  whose  assets  are  passive 
assets. 

The  provisions  are  effective  for  taxable 
years  of  foreign  corporations  beginning 
after  1985. 

Senate  Amendment 

The  Senate  amendment  does  not  modify 
present  law's  50-percent  threshold  for  pur- 
poses of  characterizing  gain  on  disposition 
of  stock  in  a  foreign  corporation,  but  adopts 
the  House  bill's  provision  that  allows  a 
deemed-paid  foreign  tax  credit  to  a  10-per- 
cent shareholder  of  a  FIC  that  is  also  a  con- 
trolled foreign  corporation. 

Instead  of  the  House  bill  provision  requir- 
ing U.S.  investors  in  passive  foreign  invest- 
ment companies  (PFICs)  to  pay  tax  current- 
ly on  their  share  of  the  PFICs  earnings  and 
profits,  the  Senate  amendment  requires  an 
investor  to  pay  tax  plus  an  interest  charge 
based  on  the  value  of  deferral  on  receipt  of 
distributions  from  a  PFIC  or  on  disposition 
of  his  or  her  investment  in  a  PFIC.  The 
Senate  amendment  does,  however,  allow  an 
individual  to  elect  to  pay  tax  currently  on 
his  or  her  share  of  a  PFICs  earnings.  The 
amendment  further  provides  that  the 
amount  subject  to  tax  is  limited  to  the 
amount  of  an  investor's  gain  on  disposition 
and  provides  that  characterization  of 
income  at  the  PFIC  level  as  ordinary  or  cap- 
ital gain  may  be  passed  through  to  a  U.S.  in- 
vestor. 

The  amendment  defines  a  PFIC  as  any 
foreign  corporation  that  derives  75  percent 
or  more  of  its  income  from  passive  invest- 
ments or  any  foreign  corporation  at  least 
half  of  whose  assets  are  passive  assets.  The 
amendment  excludes  from  the  definition  of 
a  PFIC  any  FIC  that  has  an  election  in 
effect  under  section  1247. 

The  provisions  are  effective  for  earnings 
derived  in  taxable  years  of  foreign  corpora- 
tions after  1986. 


Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  respect  to 
PFICs,  but  contains  substantial  modifica- 
tions. The  agreement  follows  the  Senate 
amendment  in  not  modifying  present  law's 
U.S.  ownership  threshold  for  FICs  and  in 
adopting  the  provision  allowing  a  10-percenl 
shareholder  of  a  FIC  a  deemed-paid  foreign 
tax  credit  when  the  FIC  is  also  a  controlled 
foreign  corporation.  The  agreement  is  effec- 
tive for  earnings  derived  by  foreign  corpora- 
tions in  taxable  years  after  1986. 

General  rule 

The  conference  agreement  provides  gener- 
ally that  U.S.  shareholders  in  PFICs  pay 
U.S.  tax  plus  an  interest  charge  based  on 
the  value  of  tax  deferral  at  the  time  that 
the  shareholder  disposes  of  his  or  her  PFIC 
investment  or  on  receipt  of  an  "excess"  dis- 
tribution. This  general  rule  applies  to  U.S. 
investors  in  PFICs  that  are  not  "qualified 
electing  funds",  as  described  below.  The 
conferees  believe  that  eliminating  the  eco- 
nomic benefit  of  deferral  is  necessary  to 
eliminate  the  tax  advantages  that  U.S. 
shareholders  in  foreign  investment  funds 
have  heretofore  had  over  U.S.  persons  in- 
vesting in  domestic  investment  funds.  As 
does  the  Senate  amendment,  this  rule  pro- 
vides that  gain  recognized  on  disposition  of 
stock  in  a  PFIC  or  on  receipt  of  an  "excess" 
distribution  from  a  PFIC  is  considered  to  be 
earned  pro  rata  over  the  shareholder's  hold- 
ing period  of  his  investment.  Under  this 
rule.  U.S.  tax  due  in  the  year  of  disposition 
(or  year  of  receipt  of  an  "excess"  distribu- 
tion) is  the  sum  of  (1)  U.S.  tax  computed 
using  the  highest  rate  of  U.S.  tax  for  the  in- 
vestor (Without  regard  to  other  income  or 
expenses  the  investor  may  have)  on  income 
attributed  to  prior  years,  plus  (2)  interest 
imposed  on  the  deferred  tax.  plus  (3)  U.S. 
tax  on  the  gain  attributed  to  the  year  of  dis- 
position (or  year  of  receipt)  and  to  years  in 
which  the  foreign  corporation  was  not  a 
PFIC  (for  which  no  interest  is  due).  This 
rule  provides  that  all  gain  recognized  (and 
all  distributions)  are  treated  as  ordinary 
income.  The  portions  of  distributions  that 
are  not  characterized  as  "excess"  distribu- 
tions are.  of  course,  subject  to  tax  in  the 
current  year  under  normal  Code  rules.  The 
agreement  provides,  however,  that  distribu- 
tions from  a  PFIC  are  not  eligible  for  the 
deemed  paid  foreign  tax  credit  under  sec- 
tion 902  under  this  rule.  For  purposes  of 
claiming  any  withholding  tax  as  a  foreign 
tax  credit,  however,  the  total  amount  of  the 
distribution,  including  any  excess"  distri- 
bution amount,  is  included  in  gross  income 
in  the  year  of  receipt. 
The    conference    agreement    defines    an 

•excess"  distribution  as  any  current  year 
distribution  in  respect  of  stock  to  the  extent 
that  it  represents  a  ratable  portion  of  the 
total  distributions  in  respect  of  the  stock 
during  the  year  that  are  in  excess  of  125 
percent  of  the  average  amount  of  distribu- 
tions in  respect  of  the  stock  during  the 
three  preceding  years.  This  rule  is  necessary 
since  an  excess  distribution  is  allocated  to 
each  day  in  an  investor's  holding  period 
with  respect  to  each  share  of  stock  ( for  pur- 
poses of  tax  and  interest  determinations), 
an  investor  may  have  different  holding  peri- 
ods with  respect  to  his  or  her  investment, 
and  a  fund  may  distribute  earnings  more 
than  once  during  a  taxable  year.  This  rule  is 
illustrated  in  the  following  example:  assume 
an  investor's  average  distributions  for  the  3 
prior  years  are  $100  and  the  investor  re- 
ceives a  $100  distribution  in  the  first  month 
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of  the  year  and  a  $50  distribution  in  the 
eleventh  month  of  the  year.  The  total 
excess  distribution  of  $25  is  to  be  allocated 
two-thirds  to  the  first  month  and  one-third 
to  the  eleventh  month  for  purposes  of  at- 
tributing the  excess  distribution  to  the  cur- 
rent and  prior  years  for  computing  the  in- 
vestor's deferred  tax  and  interest.  In  cases 
where  a  fund  distributes  earnings  only  once 
a  year  (and  an  investor's  stock  holdings  do 
not  change  over  the  3-year  period),  the 
excess  distribution  will  equal  that  portion  of 
the  year's  distributions  in  respect  of  stock  in 
excess  of  125  percent  of  the  average  amount 
of  distributions  in  respect  of  the  stock 
during  the  three  prior  taxable  years. 

The  excess  distribution  provision  liberal- 
izes the  Senate  amendment  provision  which 
treated  all  distributions  as  representing 
prior  and  current  year  earnings.  This  provi- 
sion gives  relief  to  investment  funds  which 
currently  distribute  all  their  ordinary  earn- 
ings, for  which  there  is  no  U.S.  tax  deferral. 
The  agreement  provides  that  regulations 
are  to  be  prescribed  making  proper  adjust- 
ments for  stock  splits  and  stock  dividends, 
determining  the  amount  of  excess  distribu- 
tions in  cases  where  investments  are  dis- 
posed of  at  varying  times  in  a  taxable  year, 
determining  the  excess  distribution  amount 
when  distributions  are  received  in  curren- 
cies other  than  the  U.S.  dollar,  and  aggre- 
gating stock  ownership  for  shares  with  the 
same  holding  period. 

The  conference  agreement  provides  that 
gain  recognized  on  disposition  of  stock  in  a 
PPIC  (or  income  in  the  form  of  a  distribu- 
tion from  a  PPIC)  is  not  to  l)e  attributed  to 
prior  years  and  U.S.  tax  is  not  to  be  in- 
creased by  an  interest  charge  if  the  PFIC  is 
a  "qualified  electing  fund"  (as  described 
below)  for  each  of  the  fund's  taxable  years 
that  begin  after  December  31.  1986  and  that 
include  any  portion  of  the  investor's  holding 
period.  Any  U.S.  shareholder  who  owns 
stock  in  a  PPIC  which  becomes  a  qualified 
electing  fund  may  elect  to  mark  his  or  her 
investment  in  the  PFIC  to  market,  pay  all 
prior  deferred  tax  and  interest,  acquire  a 
new  basis  and  holding  period  in  his  or  her 
PPIC  investment,  and  thereafter  be  taxed 
under  the  special  rules  applicable  to  such 
funds. 

The  conference  agreement  incorporates 
the  rules  In  present  law  section  1246  relat- 
ing to  FICs,  for  stock  with  a  substituted 
basis  that  inherits  the  attributes  of  PFIC 
stock,  for  certain  entities  through  which 
PFIC  stock  is  held  interests  in  which  are 
treated  as  PFIC  stock,  for  stock  acquired 
from  a  decedent  (other  than  from  a  foreign 
decedent)  to  deny  a  basis  step-up  at  date  of 
death,  and  for  information  reporting  pur- 
poses wherein  5  percent  owners  of  PFICs 
must  report  certain  information  required  by 
the  Secretary.  The  agreement  also  provides 
the  Secretary  the  authority  to  disregard 
any  nonrecognition  provision  of  present  law 
on  disposition  of  PFIC  stock. 

Qualified  electing  funds 

For  any  U.S.  investor  whose  PPIC  agrees 
to  supply  adequate  information  to  the  IRS. 
the  agreement  provides  a  taxing  system 
similar  to  the  House  bill:  every  U.S.  person 
who  owns  stock  in  a  "qualified  electing 
fund"  must  currently  include  in  gross 
income  his  share  of  the  PFICs  earnings  and 
profits  (with  appropriate  basis  adjustments 
for  amounts  not  distributed  and  for  distri- 
butions previously  included  in  income).  This 
inclusion  rule  requires  current  payment  of 
tax.  absent  a  shareholder-level  election  to 
defer  tax.  as  described  below. 


The  conference  agreement  defines  a 
"qualified  electing  fund""  as  any  PFIC  which 
properly  elects  with  the  Secretary  and 
which  complies  with  the  Secretary"s  re- 
quirements for  determining  earnings  and 
profits,  and  ascertaining  stock  ownership. 
United  States  shareholders  of  qualified 
electing  funds  may  also  retain  the  long-term 
capital  gain  character  of  income  derived  at 
the  PPIC  level.  The  conferees  felt  that  it 
was  essential  to  allow  the  Internal  Revenue 
Service  adequate  access  to  information 
about  U.S.  investments  in  foreign  invest- 
ment funds  before  U.S.  shareholders  of 
those  funds  receive  flow-through  of  capital 
gain  income  and  attribution  of  ordinary 
income  to  a  particular  taxable  year. 

The  election  to  be  a  qualified  electing 
fund  for  any  taxable  year  must  be  made 
before  the  15th  day  of  the  third  month  of 
the  taxable  year  following  the  year  for 
which  the  election  is  being  made.  If  a  quali- 
fied electing  fund  fails  to  meet  its  compli- 
ance obligations,  it  is  intended  that  all  U.S. 
investors  be  treated  as  having  disposed  of 
their  stock,  and  that  the  corporation"s  elec- 
tion to  be  a  qualified  electing  fund  be  re- 
voked. Once  an  election  is  made,  it  is  revoca- 
ble only  with  the  consent  of  the  Secretary. 
The  conferees  intend  that  revocation  be 
granted  only  in  circumstances  where  com- 
pliance with  the  agreement"s  provisions  is 
ensured. 

The  conferees  are  of  the  view  that,  even- 
though  U.S.  investors  may  receive  adequate 
income  information  from  a  PFIC.  the  U.S. 
investors  may  not  have  sufficient  ownership 
in  the  PFIC  to  compel  distributions.  The 
agreement  provides,  therefore,  that  U.S.  in- 
vestors in  qualified  electing  funds  can.  sub- 
ject to  an  interest  charge,  elect  to  defer  U.S. 
tax  on  amounts  included  in  income  for 
which  no  current  distributions  are  received. 
An  election  to  defer  tax  is  not  available, 
however,  for  any  amounts  required  to  be 
currently  included  in  income  under  the  for- 
eign personal  holding  company  (FPHC) 
rules  (sec.  551)  or  the  subpart  P  rules  (sec. 
951). 

The  conference  agreement  provides  that 
an  election  to  defer  tax  is  treated  as  an  ex- 
tension of  time  to  pay  tax  for  which  a  U.S. 
shareholder  is  liable  for  interest.  The  agree- 
ment provides  that  any  distribution  that 
represents  earnings  previously  included  in  a 
shareholder"s  income  or  any  disposition  of 
stock  will  terminate  any  extension  deferring 
tax.  A  shareholder  may,  of  course,  pay  any 
deferred  tax  and  interest  prior  to  a  distribu- 
tion or  disposition. 

Definition    of  passive  foreign    investment 
company 

The  conference  agreement  follows  the 
Senate  amendment  in  defining  a  PFIC  by 
reference  to  certain  passive  income  require- 
ments or  passive  asset  ownership  require- 
ments. Consistent  with  the  Senate  amend- 
ment, passive  income  is  defined  as  any 
income  of  a  type  that  would  be  subpart  F 
FPHC  income  (income  described  in  sec. 
954(c).  as  modified  by  the  agreement). 

An  exception  to  the  definition  of  passive 
income  is  provided  under  the  agreement  for 
income  derived  by  bona  fide  banks  and  in- 
surance companies,  subject  to  regulatory  ex- 
ceptions. Any  foreign  bank  licensed  to  con- 
duct a  banking  business  under  the  laws  of 
the  United  States  or  of  any  State  will  be 
generally  presumed  to  be  a  bona  fide  bank 
for  this  purpose.  However,  the  Secretary 
has  regulatory  authority  to  apply  the  PFIC 
provisions  to  any  ""bank"'  where  necessary  to 
prevent  U.S.  individuals  from  earning  what 
is  essentially  portfolio  investment  income  in 


a  tax  deferred  entity.  A  bona  fide  insurance 
company  is  any  foreign  insurance  company 
that  would  be  subject  to  taxation  under  sub- 
chapter L  if  the  company  were  a  domestic 
insurance  company.  It  is  expected  that  bona 
fide  underwriters  of  securities  will  be  ex- 
cluded from  classification  as  a  PFIC  both 
under  the  asset  test  (because  the  majority 
of  their  assets,  particularly  securities  held 
for  sale  to  the  public,  are  assets  that  do  not 
give  rise  to  subpart  F  FPHC  income  by 
virtue  of  the  dealer  exception  in  sec.  954(c)) 
and  under  the  income  test  (because  a  sub- 
stantial amount  of  their  income  is  commis- 
sion income,  which  is  not  subpart  F  FPHC 
income).  Passive  income  derived  by  foreign 
banks  and  other  financial  businesses  that 
are  basically  widely  held  incorporated  in- 
vestment vehicles  will  be  treated  as  such  for 
purposes  of  the  PFIC  definition. 

The  conferees  do  not  intend  that  foreign 
corporations  owning  the  stock  of  subsidiar- 
ies engaged  in  active  businesses  be  classified 
as  PFICs.  To  this  end.  the  agreement  at- 
tributes a  proportionate  part  of  assets  and 
income  of  a  25-percent  owned  corporation  to 
the  corporate  shareholder  in  determining 
whether  the  corporate  shareholder  is  a 
PPIC  under  either  the  asset  test  or  income 
test. 

The  conference  agreement  follows  the 
Senate  amendment  by  excluding  from  PFIC 
classification  corporations  for  which  an 
election  under  section  1247  is  in  effect  and 
corporations  in  a  start-up  phase  of  ah  active 
business.  The  agreement  expands  this  latter 
exception  by  excluding  from  PPIC  classifi- 
cation corporations  in  transition  from  one 
active  business  to  another  active  business. 
This  special  rule  provides  that  if  a  corpora- 
tion (or  any  predecessor)  which  was  not  a 
PPIC  for  any  prior  taxable  year  establishes 
to  the  Secretary's  satisfaction  that  (1)  its 
passive  income  is  attributable  to  proceeds 
from  the  disposition  of  one  or  more  active 
businesses,  (2)  it  will  not  be  a  PFIC  in  any 
of  the  two  taxable  years  after  the  current 
year,  and  it  is.  in  fact,  not  a  PFIC  for  either 
of  the  two  taxable  years  after  the  current 
taxable  year,  then  the  corfwration  will  not 
be  classified  as  a  PFIC  for  the  current  tax- 
able year. 

The  agreement  modifies  the  Senate 
amendment  rule  that  treated  a  foreign  cor- 
poration which  once  was  a  PPIC  as  forever 
a  PFIC.  It  allows  a  shareholder  to  mark  his 
or  her  investment  to  market  in  a  corpora- 
tion which  does  not  any  longer  possess 
PPIC  characteristics,  to  pay  prior  deferred 
tax  and  interest,  and  thereby  to  purge  the 
stock  of  its  classification  as  PPIC  stock.  For 
qualified  electing  funds,  the  agreement  pro- 
vides that  stock  in  a  PFIC  will  automatical- 
ly cease  to  be  classified  as  PFIC  stock  when 
the  foreign  corporation  ceases  to  be  a  PPIC 
so  long  as  any  election  to  defer  payment  of 
tax  and  interest  by  a  U.S.  investor  in  any 
such  fund  terminates  then  and  the  investor 
pays  all  prior  deferred  tax  and  interest. 

Other  rules 

The  conference  agreement  adopts  the 
Senate  amendment's  rules  for  attributing 
ownership  of  PPIC  stock  to  U.S.  persons,  its 
anti-avoidance  rules  to  prevent  circumven- 
tion of  the  agreement's  provisions,  and  its 
rule  treating  a  pledge  of  PFIC  stock  as  secu- 
rity for  a  loan  as  a  disposition  of  the  stock 
at  fair  market  value  (with  a  concurrent 
basis  step-up  and  new  holding  period).  The 
agreement  adopts  rules  to  coordinate  these 
provisions  with  the  subpart  P  and  FPHC 
current  inclusion  rules  and  to  resource 
PPIC  inclusions  as  U.S.  source  if  the  PFIC 
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is  a  United  Slates-owned  foreign  corpora- 
tion (under  sec.  904(g))  and  the  PPIC  re- 
ceives U.S.  source  income.  The  agreement 
further  provides  that  PFICs  are  not  to  be 
treated  as  personal  holding  companies  or  to 
be  subject  to  the  accumulated  earnings  tax. 

E.  Treatment  of  Koreiicn  Taxpayers 
I.  Rranch-I^vel  Tax 

Present  Law 
Dividends  and  interest  paid  by  foreign  cor- 
porations engaged  in  a  U.S.  trade  or  busi- 
ness are  not  U.S.  source  and  are  not,  conse- 
quently, subject  to  U.S.  withholding  tax 
unless  50  percent  or  more  of  their  gross 
income  for  a  3-year  period  is  effectively  con- 
nected with  a  U.S.  trade  or  business.  If  the 
50-percent  threshold  is  crossed,  the  United 
States  imposes  its  withholding  tax  at  a  30- 
percent  rate  (or  lower  rate  pursuant  to  a 
treaty)  on  the  allocable  portion  of  the  pay-, 
ment  attributable  to  the  payor's  effectively 
connected  income. 

House  Bill 
The  House  bill  generally  eliminates  the 
second-level  withholding  taxes  of  current 
law  and  replaces  them  with  a  tax  on  the 
profits  considered  remitted  by  a  U.S.  branch 
of  a  foreign  corporation  to  its  head  office 
and  on  interest  payments  attributable  to  a 
branch's  U.S.  trade  or  business.  The  tax  rate 
in  both  instances  is  30  percent  unless  re- 
duced by  treaty.  The  bill  is  effective  for  tax- 
able years  beginning  after  December  31, 
1985. 

The  House  bill  retains  present  law's  with- 
holding taxes  in  circumstances  where  the 
branch  tax  is  not  permitted  by  an  income 
tax  treaty  but  denies  benefits  of  any  U.S. 
treaty  to  shareholders  of  a  foreign  corpora- 
tion that  are  not  residents  of  the  country  in 
which  the  corporation  is  a  resident. 

The  House  bill  eliminates  the  effect  of  the 
branch  tax  when  a  foreign  corporation  is 
owned  by  a  10-percent  U.S.  corporate  share- 
holder by  allowing  a  credit  to  the  share- 
holder for  a  pro  rata  portion  of  the  branch 
tax  paid  by  the  foreign  corporation. 
Senate  Amendment 
The  Senate  amendment  generally  follows 
the  House  bill  with  respect  to  the  branch 
tax  on  profits  but  does  not  adopt  the 
branch  tax  on  interest.  Instead,  the  Senate 
amendment  retains  present  law's  second- 
level  withholding  tax  on  interest  but  re- 
duces the  U.S.  business  income  threshold  to 
10  percent  before  the  tax  can  be  imposed. 
When  the  threshold  is  met,  interest  paid  by 
a  foreign  corporation  is  treated  as  U.S. 
source  in  the  same  proportion  that  the  in- 
terest claimed  as  a  deduction  in  the  United 
States  bears  to  the  total  interest  of  the  cor- 
poration. In  cases  where  the  branch  profits 
tax  is  prohibited  by  treaty,  the  Senate 
amendment  generally  follows  the  House  bill 
by  retaining  the  second-level  withholding 
tax  on  dividends  but  reduces  the  U.S.  busi- 
ness income  threshold  for  imposition  of  the 
tax  to  10  percent. 

The  Senate  amendment  follows  the  House 
bill  in  allowing  U.S.  income  tax  treaties  to 
preclude  imposition  of  the  branch  profits 
tax  except  in  cases  of  treaty  shopping.  The 
Senate  amendment  denies  treaty  benefits 
with  respect  to  the  second-level  withholding 
taxes  in  treaty  shopping  cases. 

The  Senate  amendment  does  not  adopt 
the  branch  tax  credit,  but  achieves  a  similar 
result  in  expanding  the  availability  of  the 
dividends  received  deduction  (sec.  987  of  the 
Senate  amendment). 

The  amendment  is  effective  for  taxable 
years  beginning  after  December  31,  1986. 


Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  respect  to 
the  branch  tax  on  profits,  with  sul)stantive 
and  technical  modifications.  With  respect  to 
interest,  the  conference  agreement  treats  as 
U.S.  source  the  greater  of  the  interest  paid 
or  deducted  by  a  U.S.  branch  of  a  foreign 
corporation.  The  conference  agreement 
adopts  the  Senate  amendment's  effective 
date. 
Branch  profits  tax 

To  achieve  greater  parity  between  the  re- 
mittance of  branch  profits  and  the  distribu- 
tion of  subsidiary  earnings,  the  conference 
agreement  provides  that  the  taxable  base  on 
which  the  branch  profits  tax  is  imposed  is 
the  earnings  and  profits  of  a  U.S.  branch  of 
a  foreign  corporation  attributable  to  its 
income  effectively  connected  (or  treated  as 
effectively  connected)  with  a  U.S.  trade  or 
business.  Thus,  for  example,  the  branch 
profits  tax  applies  to  a  foreign  corporation 
engaged  in  a  U.S.  trade  or  business  even 
though,  for  purposes  of  sections  897  and 
6039C,  the  corporation  has  made  an  election 
under  section  897(i)  to  be  treated  as  a  U.S. 
corporation.  Consistent  with  the  determina- 
tion of  a  subsidiary's  earnings  and  profits, 
the  conferees  intend  that  a  branch's  earn- 
ings and  profits  include  income  that  would 
be  effectively  connected  with  a  U.S.  trade  or 
business  if  such  income  were  taxable,  such 
as  tax-exempt  municipal  bond  interest. 
Moreover,  the  agreement  provides  that  cur- 
rent earnings  that  are  not  reinvested  in  a 
branch's  trade  or  business  assets  are  subject 
to  tax  though  the  branch  may  have  in- 
curred prior  year  deficits.  Consistent  with 
the  taxation  of  a  subsidiary's  distributions, 
the  agreement  provides  that  dividend  distri- 
butions by  a  foreign  corporation  during  a 
year  do  not  reduce  a  branch's  earnings  and 
profits  for  purposes  of  computing  the 
branch  tax  base.  The  conferees  wish  to  clar- 
ify that,  under  regulations,  the  rules  for  de- 
termining assets  and  liabilities  treated  as 
connected  with  the  conduct  of  a  U.S.  trade 
or  business  for  branch  tax  purposes  are  to 
be  consistent  with  the  rules  used  in  allocat- 
ing deductions  for  purposes  of  computing 
taxable  income. 

The  agreement  excludes  from  the  imposi- 
tion of  branch  profits  tax  the  following 
earnings  and  profits  attributable  to  income 
effectively  connected  with  a  U.S.  trade  or 
business:  (1)  certain  earnings  derived  by  for- 
eign sales  corporations  (income  described  in 
Code  sees.  921(d)  and  926(b)):  (2)  earnings 
derived  by  foreign  transportation  carriers 
that  are  exempt  from  U.S.  tax  pursuant  to 
treaty  or  reciprocal  exemption:  (3)  earnings 
derived  from  the  sale  of  any  interest  in  U.S. 
real  property  holding  corporations:  (4)  earn- 
ings derived  by  corporations  satisfying  cer- 
tain ownership  and  income  requirements 
that  are  organized  in  certain  U.S.  posses- 
sions (corporations  described  in  sec.  881(b)): 
and  (5)  earnings  derived  by  certain  captive 
insurance  companies  that  elect  to  treat 
their  income  as  effectively  connected  with  a 
U.S.  trade  or  business  (see  sec.  1221(b)(2)  of 
the  agreement,  disussed  at  C.l.a.,  above). 
The  exclusion  for  earnings  derived  by  cer- 
tain possessions  corporations  is  intended  to 
be  "mirrored"  so  as  not  to  apply  the  branch 
tax  to  U.S.  corporations  operating  in  posses- 
sions of  the  United  States. 

Since  the  taxable  base  is  computed  with 
reference  to  effectively  connected  earnings 
and  profits,  the  computation  of  net  equity, 
the  base  used  to  determine  constructive 
profit  remittances,  is  likewise  based  on  the 
earnings  and  profits  value  of  the  branch's 


assets  and  liabilities  connected  with  its  U.S. 
trade  or  business  (if  these  values  are  differ- 
ent from  the  assets'  and  liabilities'  adjusted 
tax  bases).  For  example,  in  computing  an  in- 
crease or  decrease  in  net  equity,  a  branch 
that  claims  accelerated  depreciation  on  its 
assets  for  the  purpose  of  calculating  taxable 
income  will  be  required  to  make  this 
branch-level  tax  computation  using  the 
assets'  basis  for  earnings  and  profits  pur- 
poses. 

Following  the  Senate  amendment,  the 
agreement  provides  that  the  branch  tax 
base  is  decreased  when  a  branch's  profits 
are  reinvested  in  assets  connected  with  a 
U.S.  trade  or  business.  The  Secretary  may 
prescribe  regulations  that  carry  out  the  pur- 
pose of  this  provision.  The  conferees  gener- 
ally believe  that  the  base  should  be  de- 
creased in  stock  acquisition  cases  if  branch 
tax  would  not  have  been  imposed  had 
assets,  rather  than  stock,  been  acquired.  For 
example,  the  regulations  may  provide  that 
where  control  of  a  U.S.  corporation  is  ac- 
quired with  a  branch's  profits  it  may  be  in- 
appropriate to  impose  the  branch  tax. 

Branch-level  interest  tax 

Although  the  conference  agreement  gen- 
erally follows  the  Senate  amendment's  ap- 
proach of  treating  interest  as  U.S.  source  to 
the  extent  it  is  deducted  in  the  United 
States,  the  agreement  modifies  the  amend- 
ment's interest  provisions  to  treat  a  branch, 
in  effect,  more  like  a  subsidiary,  as  the 
branch  tax  does.  The  agreement  provides 
that  any  interest  paid  by  a  branch's  U.S. 
trade  or  business  is  U.S.  source  and  subject 
to  U.S.  withholding  tax  of  30  percent,  unless 
the  tax  is  reduced  or  eliminated  by  a  specif- 
ic Code  or  treaty  provision.  To  the  extent  a 
branch  has  allocated  to  it  under  Reg.  sec- 
tion 1.882-5  an  interest  deduction  in  excess 
of  the  interest  actually  paid  by  it.  the  excess 
is  treated  under  the  agreement  as  interest 
paid  by  a  U.S.  subsidiary  to  the  foreign  cor- 
porate taxpayer  on  a  notional  loan  from  the 
taxpayer.  This  excess  is  also  subject  to  a  30- 
percent  tax  absent  a  specific  Code  exemp- 
tion or  treaty  reduction.  The  agreement 
treats  the  excess  interest  as  paid  on  the  last 
day  of  a  corporation's  taxable  year  and  pro- 
vides that  any  U.S.  tax  due  is  payable 
within  the  time  prescribed  for  filing  the  cor- 
poration's U.S.  income  tax  return  (not  in- 
cluding extensions). 

The  conference  agreement  provides  regu- 
latory authority  to  determine,  for  purposes 
of  any  special  Code  treatment,  how  the 
excess  interest  is  to  be  treated.  For  example, 
the  regulations  may  provide  that  where  in- 
debtedness of  the  home  office  is  attributed 
to  the  branch,  the  excess  interest  is  to  be 
treated  as  incurred  on  each  type  of  external 
borrowing  by  the  corporation  (e.g..  a  bank 
deposit)  and  determined  by  reference  to  the 
relative  principal  amounts  of,  and  the  aver- 
age interest  rate  on.  each  type  of  external 
borrowing.  Thus,  for  example,  in  the  case  of 
a  bank,  the  excess  interest  will  not  necessar- 
ily be  treated  as  paid  on  a  bank  deposit.  The 
conferees  are  aware  that  some  corporations 
attempt  to  establish  actual  debtor-creditor 
relationships  for  funds  between  a  branch 
and  a  home  office  or  between  one  branch 
and  another.  The  conferees  question  the  le- 
gitimacy of  such  arrangements  from  a  tax 
perspective  since  only  one  legal  entity  is  in- 
volved. Nonetheless,  if  companies  are  able 
to  legally  establish  such  relationships,  it  is 
intended  that  the  regulations  address  these 
relationships  and  possibly  treat  the  excess 
interest  as  incurred  on  each  type  of  inter- 
branch  •  loan  ".  The  conferees  are  concerned 
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that  taxpayers  may  artificially  structure  in- 
terbranch  loans  in  a  manner  different  from 
their  external  liabilities  in  an  attempt  to 
reduce  or  eliminate  the  tax  on  excess  inter- 
est. The  conferees,  therefore,  expect  the 
regulations  to  address  this  concern. 

For  purposes  of  determining  whether  the 
tax  on  the  excess  interest  is  to  be  reduced  or 
eliminated  by  treaty,  the  applicable  treaty 
generally  is  any  income  tax  treaty  between 
the  United  States  and  the  country  of  the 
corporation's  home  office.  However,  any 
treaty  benefits  available  in  this  case  are  sub- 
ject to  the  agreement's  prohibition  against 
treaty  shopping.  In  the  case  of  U.S.  with- 
holding tax  on  interest  actually  paid  by  a 
branch,  since  the  agreement  effectively 
treats  the  branch  as  a  U.S.  corporation  for 
purposes  of  the  tax.  the  appropriate  treaty 
will  be  any  treaty  l)etween  the  United 
States  and  the  country  of  a  foreign  recipi- 
ent, subject  to  the  agreement's  treaty  shop- 
ping rules. 
Interaction  with  income  tax  treaties 

The  conference  agreement  generally  fol 
lows  the  Senate  amendment  in  providing 
that  existing  U.S.  income  tax  treaties  may 
modify,  reduce,  or  eliminate  the  branch 
profits  lax.  the  second-level  withholding  tax 
on  dividends,  or  the  branch-level  tax  on  in- 
terest except  in  cases  of  treaty  shopping. 
The  agreement  modifies,  however,  the  defi- 
nition of  treaty  shopping  adopted  by  the 
Senate  amendment  in  two  respects.  First, 
the  Senate  amendment's  ownership  require- 
ment is  modified  to  look  through  all  enti- 
ties, not  only  foreign  entities,  in  determin- 
ing whether  50  percent  or  more  of  the  cor- 
poration's stock  is  owned  by  local  residents. 
Second,  the  agreement  provides  that  where 
50  percent  or  more  of  a  foreign  corpora- 
tion's income  is  used  to  satisfy  liabilities 
outside  the  corporation's  country  of  resi- 
dence, the  corporation  may  not  avail  itself 
of  any  treaty  lienefits  provided  by  an 
income  tax  treaty  l)etween  its  country  of 
residence  and  the  United  States  (a  'base 
erosion'  rule).  This  latter  rule  is  frequently 
used  in  recent  U.S.  income  tax  treaties  and 
the  conferees  feel  its  addition  is  necessary 
to  prevent  nonresidents  of  a  treaty  country 
from  gaining  benefits  the  treaty  accords.  As 
does  the  Senate  amendment,  the  conference 
agreement  authorizes  the  Secretary  to  pre- 
sents regulations  regarding  other  circum- 
stances in  which  the  shareholders  of  a  for- 
eign corporation  are  not  treaty  shopping. 

The  conferees  understand  that  the  Treas- 
ury Department  interprets  Article  24(3)  of 
the  United  States  1981  Model  Income  Tax 
Treaty  to  preclude  the  imposition  of  the 
agreement's  branch  profits  tax.  The  confer- 
ees also  do  not  intend  that  the  branch  tax 
be  imposed  on  income  not  attributable  to  a 
permanent  establishment  (even  though  the 
income  is  effectively  connected  with  a  U.S. 
trade  or  business  under  Code  rules)  if  the 
treaty  in  question  in  fact  precludes  the 
United  States  from  imposing  its  regular  cor- 
porate income  tax  on  income  not  attributa- 
ble to  a  permanent  establishment,  so  long  as 
the  shareholders  of  a  foreign  corporation 
are  not  treaty  shopping. 

Other  Titles 

The  conference  agreement  reduces 
present  law's  business  income  threshold  for 
imposition  of  the  second-level  withholding 
tax  to  25  percent.  The  agreement  also  clari- 
fies that  the  second-level  withholding  tax 
on  dividends  is  not  applicable  in  those  cases 
where  the  branch  profits  tax  may  be  im- 
posed, even  though  no  branch  tax  may  t>e 
due  in  a  particular  taxable  year.  For  exam- 


ple, if  a  branch  reinvests  its  after-tax  earn- 
ings in  its  trade  or  business  during  a  par- 
ticular taxable  year  so  that  no  branch  tax  is 
due  that  year,  but  the  branch's  business 
income  exceeds  25  percent  of  the  foreign 
corporation's  total  income  and  the  corpora- 
tion distributes  dividends  during  that  year, 
the  second-level  dividend  withholding  tax  is 
imposed  only  if  the  treaty  of  the  country 
where  the  foreign  corporation  resides  pre- 
cludes the  United  States  from  imposing  its 
branch  tax  and  permits  the  second-level 
withholding  tax. 

Consistent  with  the  branch  tax's  applica- 
tion to  income  from  the  disposition  of  real 
property,  the  agreement  also  conforms 
present  law's  second-level  withholding  lax 
on  dividends  so  that  the  United  Stales  col- 
lects two  levels  of  tax  on  this  income.  No  in- 
ference is  intended  by  the  modification  of 
this  provision  about  the  interpretation  of 
present  law. 

The  conferees  are  concerned  that  the 
branch-level  interest  provision  may  lead  to 
increased  use  of  back-lo-back  loans  by  non- 
treaty  residents  and  improper  characteriza- 
tion of  inlerbranch  funds  by  both  treaty 
and  nontreaiy  residents  to  avoid  U.S.  tax. 
The  conferees  wish  to  emphasize  that  back- 
to-back  loans,  as  generally  provided  under 
present  law,  will  he  collapsed  by  the  IRS, 
and  the  ultimate  recipient,  if  not  treaty  pro- 
tected, will  be  subject  to  U.S.  lax.  Similarly, 
the  conferees  expect  the  Internal  Revenue 
Service  to  closely  scrutinize  the  character- 
ization of  inlerbranch  transactions.  The 
conferees  recognize  the  difficulty  that  the 
Internal  Revenue  Service  has  in  identifying 
these  arrangements  that  erode  the  U.S.  lax 
base  and  believe  the  tax-writing  committees 
of  the  Congress  should  monitor  collections 
and  compliance  with  the  interest  provision 
adopted  under  the  agreement  to  ensure  its 
continued  viability,  and,  if  necessary,  pro- 
pose legislation  to  obviate  any  abuses. 

2.    Retain    Character    of    Kffectively    Connected 
Income 

Present  Law 
The  United  Stales  taxes  foreign  persons' 
income  that  is  effectively  connected  with  a 
U.S.  trade  or  business  on  a  net  basis  at  grad- 
uated rates,  in  the  same  manner  that  it 
taxes  the  income  of  U.S.  persons.  Foreign 
persons  may  not  be  subject  to  U.S.  tax  if 
they  receive  income  that  was  earned  by  a 
U.S.  trade  or  business  in  a  year  after  the 
trade  or  business  has  ceased  to  exist  (e.g..  by 
selling  properly  and  recognizing  the  gain  on 
the  installment  basis)  or  dispose  of  U.S. 
business  properly  at  a  gain  in  a  year  after 
the  business  has  ceased  to  exist. 

House  Bill 
The  House  bill  provides  that  income  or 
gain  is  treated  as  effectively  connected  with 
a  U.S.  trade  or  business  if  it  is  attributable 
to  another  taxable  year  and  would  have 
been  so  treated  if  it  had  been  taken  into  ac- 
count in  that  other  year.  This  provision  ap- 
plies to  taxable  years  beginning  after  1985. 

Senate  Amendment 
The  Senate  amendment  generally  follows 
the  House  bill,  but  amends  present  law  in 
two  additional  respects.  First,  under  the 
Senate  amendment,  a  foreign  person's  sale 
of  U.S.  assets  that  formerly  were  used  in  a 
U.S.  business  is  taxable.  Second,  the  Senate 
amendment  treats  the  removal  of  business 
assets  from  U.S.  jurisdiction  as  a  disposition, 
with  a  basis  step-up  for  this  purpose  for 
business  assets  brought  into  the  United 
States.  The  Senate  amendment  applies  to 
taxable  years  t>eginning  after  1986. 


Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment  except  that  it 
does  not  include  the  provision  treating  the 
removal  of  business  assets  as  a  disposition, 
and  it  only  treats  income  as  being  effective- 
ly connected  if  the  assets  are  sold  within  10 
years  after  being  used  in  a  U,S.  business. 

■3.  Tax-F'ree  Kxchanxes  by  Expatriates 

Present  Law 

A  U.S.  citizen  who  gives  up  citizenship  for 
a  principal  purpose  of  avoiding  U.S.  tax  will 
generally  continue  for  a  period  of  ten  years 
to  be  taxed  as  a  citizen  on  U.S.  source 
income,  but  not  on  foreign  source  income. 
U.S.  source  income  for  this  purpose  includes 
gains  from  sales  of  U.S.  properly.  Tax-avoid- 
ance expatriates  may  be  able  to  avoid  lax  by 
making  a  tax-free  exchange  of  U.S.  proper- 
ty. 

House  Bill 

The  House  bill  applies  the  tax-avoidance 
expatriate  rules  to  gains  on  the  sale  of  prop- 
erty the  basis  of  which  was  determined  by 
reference  to  property  located  in  the  United 
States,  stock  of  a  U.S.  corporation,  or  a  debt 
obligation  of  any  U.S.  person.  This  provision 
applies  to  dispositions  of  properly  acquired 
in  lax-free  exchanges  after  September  25. 
1985. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill  except  that  it  applies  to  disposi- 
tions of  property  acquired  in  lax-free  ex- 
changes after  March  1,  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill. 

4.  Exci.se  Tax  on  Insurance  Premiums  Paid  to 
Foreign  Insurers  and  Reinsurers 

Present  Law 
Foreign  insurers  and  reinsurers  frequently 
are  not  subject  to  U.S.  income  lax,  but 
rather  to  an  excise  tax  on  premiums  paid  to 
them  for  the  direct  insurance  or  reinsurance 
of  U.S.  risks.  The  excise  lax  rates  are  (per 
dollar  of  premium):  four  cents  for  casualty 
contracts,  one  cent  for  life  contracts,  and 
one  cent  for  all  reinsurance.  The  tax  is  col- 
lected by  return.  Payments  to  some  insurers 
and  reinsurers  are  exempt  by  treaty,  but  re- 
insurance premiums  paid  by  treaty-protect- 
ed insurers  and  reinsurers  are  subject  to  the 
lax  (unless  the  recipient  is  exempt  by 
treaty). 

House  Bill 

The  House  bill  makes  the  excise  tax  on 
casualty  reinsurance  premiums  paid  to  for- 
eign insurers  for  U.S.  risk  coverage  equal  to 
that  on  similar  casualty  insurance  premi- 
ums (four  percent).  It  imposes  an  excise  tax 
only  once— on  retained  premiums  received 
by  foreign  insurers  or  reinsurers.  It  makes 
the  foreign  insurer  (or  his  agent)  liable  for 
the  tax  and  requires  the  U.S.  insured  or 
broker  obligated  to  transmit  the  premiums 
to  withhold  the  tax. 

The  provision  applies  to  premiums  paid 
after  December  31,  1985. 

Senate  Amendment 
The  Senate  amendment  requires  the 
Treasury  Department  to  study  whether  U.S. 
reinsurance  corporations  are  at  a  significant 
competitive  disadvantage  vis-a-vis  foreign 
reinsurance  corporations  by  reason  of  U.S. 
treaties,  and  report  before  January  1,  1988. 
If  U.S.  reinsurance  corporations  are  at  such 
a  competitive  disadvantage,  the  Senate  be- 
lieves that  the  Treasury  Department  should 
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renegotiate  the  relevant  treaties  to  elimi- 
nate that  disadvantage. 

Conference  Agreement 
The    conference    agreement    follows    the 
Senate    amendment    with    an    amendment 
treating  certain  captive  insurance  compa- 
nies as  controlled  foreign  corporations  for 
subpart  P  purposes  (this  amendment  is  dis- 
cussed at  Xll.C.l.a..  above). 
5.  ReportinK  by  KoreiKn-Controlled  Corporations 
Present  Law 
Foreign-controlled    foreign    corporations 
doing  business  in  the  United  States  and  for- 
eign-controlled   U.S.    corporations    are    re- 
quired to  report  transactions  with  related 
foreign  corporations. 

House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  requires  foreign- 
controlled  foreign  corporations  doing  busi- 
ness in  the  United  States  and  foreign-con- 
trolled U.S.  corporations  to  report  transac- 
tions with  all  related  foreign  parties,  wheth- 
er or  not  a  corporation.  This  provision  ap- 
plies to  taxable  years  beginning  after  1986. 
Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment  with  the  technical  cor- 
rections and  modifications  described  below. 
First,  the  agreement  defines  a  related  party 
as  any  person  who  is  related  to  the  report- 
ing corporation  under  sections  482,  267(b), 
or  707(b)(1).  The  latter  two  Code  sections 
provide  objective  related  party  tests,  in  con- 
trast with  section  482,  the  sole  provision 
used  in  the  Senate  amendment  for  deter- 
mining related  party  status. 

Second,  the  agreement  adds  a  require- 
ment that  U.S.-controlled  foreign  corpora- 
tions, foreign-controlled  U.S.  corporations, 
and  foreign-controlled  foreign  corporations 
doing  business  in  the  United  States  report 
such  information  as  the  Secretary  may  re- 
quire for  purposes  of  carrying  out  the  in- 
stallment sales  rules  described  in  VIII.  C, 
above.  The  conferees  note  that  the  limita- 
tions imposed  by  section  6103,  relating  to 
confidentiality  of  information,  are  to  apply 
to  the  disclosure  of  any  information  provid- 
ed to  the  Internal  Revenue  Service  pursu- 
ant to  this  latter  provision. 
6.  Foreign  Investors  in  LIS.  Partnerships 
Present  Law 
Foreign  persons  who  earn  wages  or  invest- 
ment income  in  the  United  States  are  gener- 
ally subject  to  withholding  requirements  de- 
signed to  ensure  collection  of  applicable 
U.S.  taxes.  Foreign  persons  with  invest- 
ments in  U.S.  partnerships,  however,  are  not 
subject  to  U.S.  withholding  tax  on  their 
share  of  the  income  attributable  to  the 
partnership's  trade  or  business. 
House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  requires  domestic 
partnerships  that  have  income  effectively 
connected  with  a  U.S.  trade  or  business  to 
withhold  U.S.  tax  at  a  20-percent  rate  on  all 
distributions  to  foreign  partners.  The  re- 
quirement is  effective  for  taxable  years  be- 
ginning after  1986. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  modifica- 
tions. The  conference  agreement  applies  the 
new  withholding  rule  to  foreign  partner- 
ships as  well  as  to  domestic  partnerships. 


The  agreement  clarifies  that  the  new  with- 
holding rule  does  not  apply  to  payments 
that  are  subject  to  withholding  under  Code 
section  1441  or  1442.  or  would  be  so  subject 
if  a  treaty  did  not  reduce  or  eliminate  the 
tax  required  to  be  withheld.  In  addition,  the 
agreement  provides  that  withheld  amounts 
in  excess  of  a  foreign  person's  tax  liability 
are  to  be  treated  as  an  overpayment  of  tax. 
The  agreement  also  provides  regulatory  au- 
thority to  coordinate  the  new  withholding 
rule  with  the  FIRPTA  withholding  require- 
ments to  prevent  duplicative  withholding. 

Under  the  conference  agreement,  if  a 
partnership's  gross  income  effectively  con- 
nected with  a  U.S.  trade  or  business  over  a 
three-year  period  is  less  than  80  percent  of 
the  total  gross  income  of  the  partnership 
over  that  period,  then  withholding  is  re- 
quired only  on  the  proportion  of  current 
distributions  that  the  partnership's  gross 
income  effectively  connected  with  its  U.S. 
trade  or  business  bears  to  the  partnership's 
total  gross  income  over  its  previous  three 
taxable  years. 

Finally,  the  conference  agreement  con- 
tains general  regulatory  authority  for  the 
Secretary  to  carry  out  the  agreement's  pro- 
visions. For  example,  the  regulations  are  to 
specify  the  proper  withholding  agent  in  the 
case  of  tiers  of  partnerships,  and  the  appro- 
priate withholding  requirement  in  the  case 
of  a  partnership  that  has  effectively  con- 
nected income  for  the  first  time. 

The  provisions  apply  to  distributions  after 
the  date  prescribed  in  regulations,  or  if  ear- 
lier. December  31.  1987.  but  not  before  Jan- 
uary 1.  1987. 

7.  Income  of  Foreiitn  (;overnments 
Present  Law 
Foreign  governments  are  not  subject  to 
U.S.  tax  on  income  from  their  investments 
in  the  United  States.  Treasury  regulations 
specify  that  income  from  commercial  activi- 
ties is  not  investment  income  and  therefore 
is  not  exempt  from  U.S.  tax.  Certain  inter- 
national organizations  (those  descril)ed  in 
Code  sec.  7701(a)(18))  are  completely 
exempt  from  tax. 

House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  codifies  the  rule 
taxing  the  commercial  activities  of  foreign 
governments,  and  defines  commercial  activi- 
ty to  include  ownership  of  a  controlling  in- 
terest in  a  corporation  engaged  in  a  trade  or 
business  anywhere.  It  clarifies  that  the  de- 
termination of  whether  a  governmental 
entity  is  engaged  in  commercial  activities  is 
to  be  made  by  reference  to  its  activities 
worldwide.  The  foreign  government  excep- 
tion does  not  apply  to  income  received  by  or 
from  controlled  entities  if  they  or  related 
entities  engage  in  commercial  activities  any- 
where. A  controlled  entity  is  defined  as  any 
entity  in  which  the  foreign  government 
owns  (by  value  or  voting  power)  at  least  a 
50-percent  interest  or  an  interest  that  pro- 
vides effective  control  over  the  entity. 
Where  it  has  a  tax  treaty  with  the  United 
States,  a  foreign  government  will  be  treated 
as  a  resident  of  its  country  for  purposes  of 
the  treaty.  The  Senate  amendment  is  effec- 
tive on  July  1,  1986. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  the  modi- 
fications described  below. 

First,  the  conference  agreement  removes 
international  organizations  described  in 
Code  section  7701(a)(18)  from  the  scope  of 


the  provision.  For  these  International  orga- 
nizations, the  conference  agreement  makes 
no  change  to  present  law. 

Second,  the  conference  agreement  ex- 
empts from  U.S.  tax  income  derived  from  fi- 
nancial instruments  in  the  conduct  of  gov- 
ernmental financial  or  monetary  policy. 

Third,  the  conference  agreement  deletes 
the  provision  of  the  Senate  amendment 
that  denied  governmental  treatment  to  any 
entity  controlled  by  a  foreign  government  if 
any  other  entity  controlled  by  that  govern- 
ment engaged  in  commercial  activity.  Under 
the  conference  agreement,  as  under  the 
Senate  amendment,  if  a  controlled  entity  is 
itself  engaged  in  commercial  activity  any- 
where in  the  world,  its  income  is  treated  like 
income  of  a  privately  owned  entity.  Income 
it  receives  is  fully  taxable  and  payments  it 
makes  are  not  eligible  for  the  exemption. 
However,  if  a  controlled  entity  is  not  itself 
engaged  in  any  commercial  activity,  the 
agreement  provides  tax  exemption  for  cer- 
tain investment  income  earned  by  that  con- 
trolled entity,  whether  or  not  any  entity  re- 
lated to  that  controlled  entity  is  engaged  in 
commercial  activity,  and  the  agreement  pro- 
vides exemption  for  interest  and  dividend 
payments  from  the  entity  to  the  govern- 
ment. Thus,  the  conference  agreement  en- 
sures taxation  of  income  derived  directly  or 
indirectly  by  foreign  governments  from 
commercial  activities.  For  this  purpose, 
however,  the  conference  agreement  treats  a 
foreign  central  bank  of  issue  as  a  controlled 
commercial  foreign  entity  only  if  engaged  in 
commercial  activities  within  the  United 
States.  The  conferees  anticipate  that  regu- 
lations will  appropriately  address  shifting  of 
income  from  commercial  arms  of  foreign 
governments  to  other  related  entities.  These 
regulations  are  to  replace  the  rule  of  the 
Senate  amendment  that  attributed  commer- 
cial activity  of  one  controlled  entity  to  other 
controlled  entities. 

The  conference  agreement  makes  it  clear 
that  this  provision  is  effective  for  amounts 
received  or  accrued  on  or  after  July  1.  1986, 
although  no  withholding  obligation  is  im- 
posed for  amounts  paid  prior  to  the  date  of 
enactment. 

8.  Transfer  Prices  for  Imports 
Present  Law 
Importers  may  claim  a  transfer  price  for 
customs  purposes  that  is  too  low  to  be  con- 
sistent with  the  transfer  price  they  claim 
for  income  tax  purposes.  (See  Brittingham. 
66  T.C.  373;  79-2  USTC  9494.) 

House  Bill 

No  provision. 

Senate  Amendment 

Under  the  Senate  amendment,  importers 
cannot  claim  a  transfer  price  for  income  tax 
purposes  that  is  higher  than  would  be  con- 
sistent with  the  value  they  claim  for  cus- 
toms purposes.  This  provision  is  effective 
for  transactions  entered  into  after  March 
18.  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment.  The  conferees  expect 
that  the  Secretary  will  provide  rules  for  co- 
ordinating customs  and  tax  valuation  princi- 
ples, including  provision  for  proper  adjust- 
menU  for  amounts  such  as  freight  charges, 
items  of  American  content  returned,  and 
sales  commissions  where  customs  pricing 
rules  may  differ  from  appropriate  tax  valu- 
ation rules. 
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9.  Dual  Resident  Companies 

Present  Law 

U.S.  coiporations  that  are  "residents"  of 
foreign  countries  may  consolidate  with  prof- 
itable companies  both  here  and  abroad  and 
obtain  for  related  parties  two  deductions  for 
one  item  of  expense. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  does  not  allow  a 
U.S.  corporation  to  consolidate  with  other 
U.S.  corporations  if  foreign  parties  may  ben- 
efit from  its  losses  through  foreign  consoli- 
dation or  group  relief  rules,  unless  the 
income  of  those  foreign  parties  is  or  will  be 
subject  to  U.S.  tax.  The  amendment  is  effec- 
tive for  taxable  years  beginning  after  1986. 
Conference  Agreement 

The  conference  agreement  follows  the  ap- 
proach of  the  Senate  amendment,  with  sub- 
stantial modifications.  The  agreement  pro- 
vides that  If  a  U.S.  corporation  is  subject  to 
a  foreign  country's  tax  on  worldwide 
income,  or  on  a  residence  basis  as  opposed 
to  a  source  basis,  any  taxable  loss  it  incurs 
cannot  reduce  the  taxable  income  of  any 
other  memt)er  of  a  U.S.  affiliated  group  for 
that  or  any  other  taxable  year.  A  company 
may  be  subject  to  foreign  tax  on  a  residence 
basis  t)ecause  its  place  of  effective  manage- 
ment is  in  a  foreign  country  or  for  other 
reasons.  Where  a  corporation  is  subject  to 
foreign  tax  on  a  residence  basis,  then,  for 
U.S.  purposes,  its  loss  will  be  available  to 
offset  income  of  that  corporation  in  other 
years,  but  not  income  of  another  U.S.  corpo- 
ration. Regulatory  authority  is  provided  to 
exempt  a  U.S.  corporation  from  this  rule  to 
the  extent  that  its  losses  do  not  offset  the 
income  of  foreigri  corporations  for  foreign 
tax  purposes.  Thus,  for  example,  a  U.S.  cor- 
poration that  resides  in  a  foreign  country, 
that  has  no  affiliates  in  that  country  whose 
foreign  tax  its  losses  can  reduce,  and  whose 
losses  do  not  otherwise  reduce  foreign  lax  of 
a  foreign  corporation,  will  not  be  subject  to 
this  provision. 

The  conferees  adopted  a  rule  preventing 
use  of  losses,  in  lieu  of  the  prohibition  of 
consolidation  that  the  Senate  amendment 
contained,  because  of  their  view  that  the 
collateral  implications  of  deconsolidation 
were  sometimes  undesirable.  For  example,  if 
a  U.S.  corporation  that  is  a  dual  resident 
corporation  wholly  owns  several  U.S.  sub- 
sidiaries, denial  of  consolidation  to  the  dual 
resident  corporation  would  automatically 
have  prevented  application  of  the  consoli- 
dated return  rules  to  transactions  between 
two  of  its  U.S.  subsidiaries  under  current 
regulations.  The  conferees  saw  no  reason  to 
prohibit  application  of  the  consolidated 
return  rules  in  that  case,  so  long  as  the  dual 
resident  corporation's  losses  do  not  reduce 
both  the  taxable  income  of  a  foreign  corpo- 
ration in  a  foreign  country  and  the  U.S.  tax- 
able income  of  some  other  U.S.  corporation. 

The  agreement's  provision  applies  to  dual 
resident  companies  whether  or  not  any  of 
the  income  of  any  foreign  corporation  that 
the  dual  resident  corporation's  loss  may 
reduce  in  the  foreign  country  is  or  will  l>e 
subject  to  U.S.  tax.  This  rule  expands  that 
of  the  Senate  amendment,  which  would  not 
have  applied  when  the  income  of  a  foreign 
corporation  whose  foreign  tax  the  dual  resi- 
dent corporation's  loss  could  reduce  was  or 
would  be  subject  to  U.S.  tax.  The  conferees 
extended  the  impact  of  this  provision  to  all 
foreign  corporations  that  could  benefit  from 
a  dual  resident  corporation's  net  operating 


loss,  whether  or  not  the  foreign  corpora- 
tion's earnings  are  or  will  be  subject  to  U.S. 
tax,  for  two  reasons. 

First,  the  conferees  believe  that  this  ex- 
tension is  fair:  the  conferees  are  not  aware 
of  a  case  where  the  use  of  one  company's 
deduction  by  two  other  companies  in  two 
tax  jurisdictions  makes  sense  as  a  matter  of 
tax  policy.  The  conferees  have  not  perceived 
any  relevant  distinction  between  a  deduc- 
tion that  arises  on  account  of  interest  ex- 
pense and  one  that  arises  on  account  of 
some  other  expense,  or  between  a  deduction 
for  a  payment  to  a  related  party  and  one  for 
a  payment  to  an  unrelated  party. 

Second,  the  conferees  noted  arguments 
that  the  Senate  provision  discriminated 
against  foreign-owned  U.S.  corporations.  As 
extended,  the  provision  will  apply  to  losses 
shared  with  foreign  corporations  whose 
earnings  will  be  subject  to  U.S.  tax  (which 
are  typically  U.S.-controlled)  and  not  only 
to  losses  shared  with  foreign  corporations 
whose  earnings  are  never  subject  to  U.S.  tax 
(which  are  typically  foreign-controlled). 
The  conferees  are  aware  that  some  have  at- 
tempted to  argue  that  the  provision  as  ex- . 
tended  discriminates  against  foreign-con- 
trolled U.S.  entities  by  somehow  imposing 
on  those  entities  some  requirement  for  loss- 
sharing  not  imposed  on  U.S.-controlled  U.S. 
entities.  The  conferees  find  no  merit  in  this 
argument.  If  this  provision  somehow  is 
found  to  conflict  with  any  treaty,  the  provi- 
sion is  to  be  effective  notwithstanding  the 
treaty. 

This  provision  is  effective  for  taxable 
years  beginning  after  1986.  Carryforwards 
attributable  to  losses  incurred  in  years  be- 
ginning prior  to  1987  by  a  dual  resident  cor- 
poration are  available  to  offset  income  that 
another  member  of  the  affiliated  group 
earns  in  years  beginning  after  1986.  For  ex- 
ample, a  dual  resident  corporation  incurs  a 
$100  net  operating  loss  in  1986,  its  first  year 
of  operation,  and  it  shares  that  loss  with  a 
foreign  corporation.  The  only  other  member 
of  its  U.S.  consolidated  group  earns  $50  in 
1986.  All  these  corporations  use  the  calen- 
dar year  as  a  taxable  year.  In  1987.  the  $50 
loss  carryforward  is  available  for  use  against 
1987  income  of  the  dual  resident  corpora- 
tion or  the  other  member  of  the  U.S.  affili- 
ated group. 

10.  Interest  Paid  to  Related  Tax-Exempt  Parties 
Present  Law 
Certain  taxpayers  may  reduce  their  tax  to 
a  significant  extent  by  deducting  interest 
paid  or  accrued  to  related  parties  who  do 
not  pay  U.S.  tax  on  the  interest  income. 

House  Bill 
No  provision. 

Senate  Amendment 

The  Senate  amendment  denies  the  deduc- 
tion for  interest  paid  or  accrued  to  related, 
tax-exempt  parties  (other  than  ESOPs)  to 
the  extent  net  interest  exceeds  50  percent  of 
pre-net  interest  deduction  taxable  income. 
It  provides  carryovers  for  disallowed 
amounts.  The  Senate  amendment's  restric- 
tion on  deductibility  also  applies  to  back-to- 
back  loans  that  might  otherwise  defeat  the 
purpose  of  this  rule. 

Conference  Agreement 
The  conference  agreement  does  not  in- 
clude the  Senate  amendment  provision. 


F.  Taxation  of  Koreiicn  Currency  Exchange  Rate 
(iains  and  Losses 

I.  Adoption  of  Functional  Currency  Concept 

a.  (ieneral  rule 

Present  Law 
There  are  no  express  statutory  rules  for 
determining  the  amount  and  timing  of  gain 
or  loss  arising  from  fluctuations  in  the  value 
of  foreign  currency  (referred  to  as  "ex- 
change gain  or  loss"). 

House  Bill 
The  House  bill  adopts  the  functional  cur- 
rency concept,  under  which  exchange  gain 
or  loss  is  recognized  on  a  transaction-by- 
transaction  basis  in  the  case  of  certain 
transactions  denominated  in  a  currency 
other  than  a  functional  currency.  Except  as 
otherwise  provided  (e.g..  in  the  case  of  a 
qualified  business  unit),  a  taxpayer's  func- 
tional currency  is  the  U.S.  dollar.  All  deter- 
minations under  the  Internal  Revenue  Code 
of  1985  are  to  be  made  in  a  taxpayer's  func- 
tional currency. 

Senate  Amendment 
The  Senate  amendment  follows  the  House 
bill  with  one  exception:  the  Secretary  is  au- 
thorized to  issue  regulations  providing  for 
Federal  income  tax  determinations  to  be 
made  in  a  nonfunctional  currency.  Pursuant 
to  the  Secretary's  regulatory  authority,  it  is 
contemplated  that  regulations  will  prescribe 
rules  for  the  accrual  of  original  issue  dis- 
count ("OID")  on  nonfunctional  currency 
denominated  obligations.  Pending  issuance 
of  regulations,  OID  is  to  be  determined  in 
terms  of  units  of  the  nonfunctional  curren- 
cy and  translated  into  the  functional  cur- 
rency using  the  average  exchange  rate  for 
the  accrual  period.  The  functional  currency 
amount  of  OID  included  in  income  for  an 
accrual  period  is  added  to  the  basis  of  the 
obligation  (to  determine  the  adjusted  issue 
price).  Similar  rules  apply  to  the  calculation 
of  bond  premium. 

Conference  Agreement 
The    conference   agreement    follows    the 
Senate  amendment. 

b.  Business  entities 

Present  Law 
There  are  no  prescribed  rules  for  deter- 
mining when  the  results  of  a  foreign  oper- 
ation can  be  measured  in  a  foreign  currency 
before  translation  into  dollars. 

House  Bill 
In  the  case  of  a  qualified  business  unit 
("QBU"),  a  taxpayer  accounts  for  the  re- 
sults of  operation  by  measuring  income  or 
loss  in  the  QBU's  functional  currency.  A 
QBU  is  defined  as  any  separate  and  clearly 
identified  unit  of  a  taxpayer's  active  trade 
or  business,  if  such  unit  maintains  separate 
books  and  records  in  a  functional  currency. 
A  QBU's  functional  currency  is  the  curren- 
cy used  by  such  unit  in  keeping  its  books 
and  records,  and  in  which  a  significant  part 
of  its  business  activities  are  conducted.  If 
the  activities  of  a  QBU  are  primarily  con- 
ducted in  U.S.  dollars,  then  the  functional 
currency  of  such  unit  is  the  U.S.  dollar. 

Senate  Amendment 
The  Senate  amendment  generally  follows 
the  House  bill,  with  modifications.  A  QBU  is 
defined  as  any  separate  and  clearly  identi- 
fied unit  of  a  taxpayer's  trade  or  business,  if 
such  unit  maintains  separate  books  and 
records.  Further,  the  definition  of  a  QBU's 
functional  currency  is  the  currency  of  the 
economic  environment  in  which  a  signifi- 
cant part  of  the  unit's  activities  are  conduct- 
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ed, and  which  is  used  in  keeping  books  and 
records. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment.  In  general,  the  rule  for 
QBUs  will  apply  where  the  foreign  oper- 
ation constitutes  a  trade  or  business,  a  sig- 
nificant part  of  the  activities  of  which  are 
conducted  in  the  local  currency.  The  confer- 
ence agreement  contemplates  that  the  U.S. 
dollar  will  be  used  as  the  functional  curren- 
cy of  a  foreign  operation  that  is  an  integral 
extension  of  a  U.S.  operation  ie.g.,  a  foreign 
corporation  whose  sole  function  is  to  act  as 
a  financing  vehicle  for  affiliated  U.S.  corpo- 
rations, or  a  foreign  corporation  used  to 
hold  portfolio  stock  investments  or  similar 
passive  assets  that  could  readily  be  carried 
on  the  parent  corporation's  books),  or  a  for- 
eign operation  with  a  limited  duration  (e.g., 
an  offshore  construction  project  undertaken 
by  a  U.S.  taxpayer).  In  this  connection,  the 
conferees  wish  to  clarify  that  the  existence 
of  a  QBU  does  not  turn  solely  on  the  time- 
frame of  a  foreign  activity.  For  example,  in 
appropriate  circumstances  (.e.g..  if  the  activi- 
ty is  subjected  to  tax  in  the  host  country), 
an  activity  of  sufficient  duration  (e.g..  12 
months)  may  support  the  finding  of  the  ex- 
istence of  a  QBU.  The  conferees  also  antici- 
pate that,  where  appropriate,  the  Secretary 
may  require  that  dollar  transactions  entered 
into  by  a  QBU  with  a  functional  currency 
other  than  the  dollar  be  kept  in  dollars. 

c.  Treatment  »s  accounting  method 

Present  Law 

There  are  no  express  statutory  rules,  al- 
though the  case  law  treats  the  choice  of  a 
method    of    translating    the    income   of   a 
branch  as  a  method  of  accounting. 
House  Bill 

The  choice  of  a  functional  currency,  in- 
cluding an  election  to  use  the  U.S.  dollar 
(described  below),  is  treated  as  a  method  of 
accounting  that  can  be  changed  only  with 
the  consent  of  the  Secretary. 

Senate  Amendment 

The  Senate  amendment  generally  follows 
the  House  bill,  but  clarifies  that  any  change 
in  the  choice  of  a  functional  currency  is  sub- 
ject to  such  conditions  as  the  Secretary  may 
prescribe. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

d.  Election  to  use  U.S.  dollar 

Present  Law 


No  provision. 


House  Bill 


A  taxpayer  can  elect  to  use  the  U.S.  dollar 
as  the  functional  currency  for  a  QBU  but 
only  if  the  unit  maintains  its  books  and 
records  in  the  U.S.  dollar  (i.e.,  uses  the  sepa- 
rate transaction  method). 

Senate  Amendment 

The  Senate  amendment  follows  the  House 
bill,  and  grants  to  the  Secretary  limited  reg- 
ulatory authority  to  permit  the  use  of  the 
U.S.  dollar  as  a  functional  currency  if  the 
taxpayer  uses  a  translation  method  that  ap- 
proximates dollar-based  accounting. 
Conference  Agreement 

Under  the  conference  agreement,  a  tax- 
payer can  elect  to  use  the  U.S.  dollar  only  to 
the  extent  provided  in  regulations.  The  Sec- 
retary is  authorized  to  prescribe  regulatory 
exceptions  in  two  cases:  (1)  if  books  and 
records  are  maintained  in  the  U.S.  dollar,  or 
(2)  if  the  method  of  translation  used  ap- 


proximates the  results  of  determining  ex- 
change gain  or  loss  on  a  transaction-by- 
transaction  basis.  The  conference  agree- 
ment contemplates  that  regulations  may  im- 
plement the  latter  exception  by  requiring 
the  comparison  of  year-end  balance  sheets 
using  historical  exchange  rates  for  all  bal- 
ance sheet  items,  and  that  the  Secretary 
may  condition  the  application  of  either  ex- 
ception on  the  taxpayer  making  the  election 
for  all  of  the  taxpayer's  QBUs  (on  a  world- 
wide basis). 

The  regulatory  authority  for  the  limited 
exception  to  the  dollar-based  books  require- 
ment was  included  to  address  the  concerns 
of  taxpayers  operating  in  hyperinflationary 
economies.  In  such  a  case,  local-currency 
based  accounting  might  not  accurately  re- 
flect the  income  or  loss  of  a  taxpayer  with 
substantial  fixed  plant  and  equipment  (be- 
cause the  local  currency  depreciation  charge 
will  become  insignificant  in  relation  to  oper- 
ating income).  For  these  taxpayers,  an  elec- 
tion to  use  the  U.S.  dollar  as  the  functional 
currency  will  not  be  conditioned  on  con- 
forming books  and  records.  The  conferees 
wish  to  emphasize  that  there  is  no  expecta- 
tion that  this  exception  will  be  made  gener- 
ally available  to  taxpayers  who  are  not  oper- 
ating in  hyperinflationary  economies. 

An  election  to  use  the  U.S.  dollar  is  effec- 
tive for  the  taxable  year  for  which  made 
and  all  subsequent  taxable  years,  unless  re- 
voked with  the  consent  of  the  Secretary. 
For  a  U.S.  person,  the  election  is  to  be  made 
on  the  return  for  the  first  taxable  year  for 
which  a  QBU  exists,  by  making  a  statement 
that  the  QBU  elects  the  U.S.  dollar  as  its 
functional  currency  for  U.S.  tax  purposes. 
For  a  foreign  person,  the  election  is  to  be 
made  in  the  U.S.  owner's  return  for  the  first 
taxable  year  in  which  the  U.S.  owner  ac- 
quires at  least  a  50-percent  ownership  inter- 
est in  the  foreign  person  by  making  a  state- 
ment that  the  foreign  person's  QBU  elects 
the  U.S.  dollar  as  its  functional  currency  for 
U.S.  tax  purposes.  If  there  is  no  50-percent 
U.S.  shareholder,  the  conferees  anticipate 
that  the  Secretary  shall  prescribe  regula- 
tions providing  a  mechanism  for  an  election 
on  the  occurrence  of  a  significant  event  (i.e.. 
an  event  having  U.S.  tax  consequences). 
2.  Foreign  Currency  Transactions 
a.  General  rules 

Present  Law 
Foreign  currency  is  treated  as  personal 
property  for  Federal  income  tax  purposes. 
Exchange  gain  or  loss  is  separately  account- 
ed for,  apart  from  any  gain  or  loss  attributa- 
ble to  an  underlying  transaction.  Present 
law  presents  issues  relating  to  the  timing  of 
recognition,  the  character,  and  the  geo- 
graphic source  or  allocation  of  exchange 
gain  or  loss. 

House  Bill 
Foreign  currency  gain  or  loss  is  recognized 
with  respect  to  certain  transactions  (re- 
ferred to  as  "section  988  transactions' )  de- 
nominated in  a  nonfunctional  currency:  (1) 
the  acquisition  of  or  becoming  the  obligor 
under  a  debt  instrument.  (2)  accruing  or 
otherwise  taking  into  account  any  item  of 
expense  or  income  to  be  paid  on  a  later 
date,  and  (3)  the  disposition  of  foreign  cur- 
rency. The  definition  of  foreign  currency 
excludes  any  section  1256  contract  (e.g..  a 
regulated  futures  contract)  that  is  not  part 
of  a  hedging  transaction. 

Foreign  currency  gain  or  loss  is  defined  as 
gain  or  loss  realized  by  reason  of  a  change 
in  the  exchange  rate  between  the  date  an 
asset  is  taken  into  account  for  tax  purposes 
and  the  date  it  is  paid. 


The  Secretary  is  authorized  to  prescribe 
regulatory  exceptions  for  any  class  of  items 
the  taking  into  account  of  which  is  not  nec- 
essary to  carry  out  the  purposes  of  the  pro- 
vision by  reason  of  the  small  amounts  or 
short  periods  involved,  the  regularity  with 
which  these  items  occur,  or  otherwise. 
Senate  Amendment 
The  Senate  amendment  generally  follows 
the  House  bill,  except  the  definition  of  a 
section  988  transaction  is  modified:  (1)  the 
acquisition  of  or  becoming  the  obligor  under 
a  debt  instrument.  (2)  accruing  or  otherwise 
taking  into  account  any  item  of  expense  or 
gross  income  to  be  paid  on  a  later  date.  (3) 
entering  into  or  acquiring  an  interest  in  any 
forward  contract,  futures  contract,  option, 
or  similar  financial  instrument  (such  as  a 
currency  swap)  if  such  position  is  not 
marked  to  market  under  section  1256,  or  (4) 
the  disposition  of  nonfunctional  currency. 
An  exception  is  provided  for  positions  in- 
cluded in  a  mixed  straddle  that  is  identified 
under  section  1256(d). 

Further,  the  Senate  amendment  does  not 
authorize  the  Secretary  to  prescribe  a  regu- 
latory exception  by  reason  of  the  regularity 
with  which  items  occur. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment. 

Rules  are  prescribed  for  the  treatment  of 
exchange  gain  or  loss  from  transactions  de- 
nominated in  a  currency  other  than  a  tax- 
payer's functional  currency.  For  taxpayers 
using  the  U.S.  dollar  as  a  functional  curren- 
cy, the  conference  agreement  generally  re- 
tains present  law  principles  under  which  the 
disposition  of  foreign  currency  results  in  the 
recognition  of  gain  or  loss,  and  exchange 
gain  or  loss  is  separately  accounted  for 
(apart  from  any  gain  or  loss  attributable  to 
an  underlying  transaction).  Similarly,  the 
recognition  of  foreign  currency  gain  or  loss 
generally  requires  a  closed  and  completed 
transaction  (e.g..  the  actual  payment  of  a  li- 
ability). 

Foreign-currency  denominated  items  are 
to  be  translated  into  U.S.  dollars  using  the 
exchange  rate  that  most  properly  reflecU 
income;  generally,  the  appropriate  exchange 
rate  will  be  the  free  market  rate. 

The  conference  agreement  modifies  the 
definition  of  a  section  988  transaction  by 
eliminating  the  exception  for  identified 
mixed  straddles. 

The  conferees  wish  to  clarify  that  the  use 
of  a  nonfunctional  currency  to  establish  a 
demand  or  time  deposit  denominated  in  the 
same  currency  (or  the  conversion  of  such  a 
deposit  to  another  deposit  in  the  same  cur- 
rency) is  not  a  recognition  event.  This  result 
obtains  because,  for  purposes  of  the  rule  for 
dispositions  of  nonfunctional  currency,  the 
term  nonfunctional  currency  includes  not 
only  coin  and  currency,  but  also  nonfunc- 
tional currency  demand  deposits  and  similar 
instruments  issued  by  a  bank  or  other  finan- 
cial institution. 

The  conferees  also  wish  to  clarify  an  ex- 
ample in  the  committee  report  relating  to 
the  calculation  of  foreign  currency  gain 
that  is  accompanied  by  income  from  dis- 
charge of  indebtedness.  The  manner  in 
which  foreign  currency  gain  was  calculated 
in  that  example  is  intended  to  have  general 
application,  and  is  not  limited  to  cases  in 
which  there  is  income  from  discharge  of  in- 
debtedness. In  every  case,  to  the  extent  that 
gain  or  loss  is  derived  from  a  transaction,  it 
is  to  l)e  attributed  first  to  exchange  gain  or 
loss  measured  by  reference  to  the  effect  of 
movements  in  exchange  rates  on  the  units 
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of  nonfunctional  currency  originally  booked 
by  ihe  taxpayer.  For  example,  if  a  taxpayer 
whose  functional  currency  is  the  U.S.  dollar 
acquires  a  debt  obligation  that  is  not  part  of 
a  section  988  hedging  transaction  for  100 
pounds  when  the  exchange  rate  is  1  pound 

$1  and  sells  the  obligation  for  200  pounds 
when  the  exchange  rate  is  1  pound  $2. 
$100  of  the  taxpayer's  $300  gain  ($400  sales 
price  less  $100  basis)  is  foreign  currency 
gain.  This  is  calculated  by  multiplying  the 
difference  in  exchange  rates  between  the 
booking  date  and  the  payment  date  by  the 
units  of  functional  currency  originally 
booked  by  the  taxpayer. 

The  conference  agreement  modifies  the 
calculation  of  foreign  currency  gain  or  loss 
to  clarify  that  foreign  currency  gain  or  loss 
is  recognized  only  to  the  extent  of  the  total 
gain  or  loss,  taking  into  account  gain  or  loss 
on  an  underlying  transaction.  Thus,  in  the 
above  example,  if  the  exchange  rate  had 
fallen  to  1  pound  =  $.5.  the  taxpayer  would 
have  had  no  foreign  currency  gain  or  loss:  if 
the  exchange  rate  had  fallen  to  1  pound  = 
$.75.  the  taxpayer  would  have  had  a  $50 
non-foreign  currency  gain:  if  the  exchange 
rate  had  fallen  to  1  pound  $.25.  the  tax- 
payer would  have  had  a  $50  foreign  curren- 
cy loss. 

Section  267(f)(3)(C)  authorizes  the  Secre- 
tary to  prescribe  regulations  excepting  cer- 
tain foreign  currency  losses  from  the  loss 
disallowance  and  loss  deferral  rules  of  sec- 
tion 267(a)<l)  and  section  267(f)(2).  respec- 
tively. The  statutory  authorization  relates 
to  a  loss  sustained  by  a  corporate  lender  on 
repayment  of  a  foreign  currency  denominat- 
ed loan  by  an  affiliated  corporation.  Pursu- 
ant to  this  regulatory  authority,  the  Secre- 
tary has  issued  temporary  regulations.  The 
conference  agreement  contemplates  that 
the  Secretary  will  review  these  temporary 
regulations,  with  a  view  towards  conforming 
the  regulatory  exception  and  determining 
the  appropriateness  of  applying  the  excep- 
tion to  every  case  that  is  covered  by  the  cur- 
rent temporary  regulations.  For  example. 
the  application  of  the  temporary  regula- 
tions is  limited  to  a  loan  that  is  'payable  or 
denominated  solely  in  a  foreign  currency:" 
consistent  with  the  statutory  definition  of  a 
section  988  transaction,  the  regulatory  rule 
should  take  account  of  a  loan  where  the 
principal  is  determined  by  reference  to  the 
value  of  a  nonfunctional  currency.  Further, 
in  connection  with  the  section  988  regula- 
tory authority  to  provide  for  the  appropri- 
ate treatment  of  related-party  transactions, 
the  Secretary  should  determine  the  extent 
to  which  the  scope  of  the  section  267  regula- 
tory exception  should  be  limited.  The  con- 
ferees intend  that  any  section  267  excep- 
tions be  narrowly  drawn. 

b.  Treatment  as  ordinary  income  or  loss 
Present  Law 

No  provision. 

House  Bill 

Foreign  currency  gain  or  loss  generally  is 
treated  as  interest  income  or  expense, 
except  for  purposes  of  withholding  at 
source,  information  reporting  requirements, 
or  such  other  purposes  as  the  Secretary 
may  prescribe  by  regulation. 

Senate  Amendment 
Foreign  currency  gain  or  loss  is  treated  as 
ordinary  income  or  loss,  and  as  interest 
income  or  expense  (for  all  Federal  tax  pur- 
poses) only  as  provided  by  regulation.  Cer- 
tain investment  products  that  are  not 
marked-to-market  and  are  held  for  specula- 
tion are  accorded  capital  gain  or  loss  treat- 


ment if  the  taxpayer  makes  proper  identifi- 
cation. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment. 

The  conference  agreement  modifies  the 
Senate  amendment  in  two  respects:  (1)  it  is 
clarified  that  the  Secretary  may  prescribe 
regulations  treating  foreign  currency  gain 
or  loss  as  interest  income  or  expense  for  se- 
lected purposes  only  (and  not  for  all  Federal 
lax  purposes),  and  (2)  the  rule  for  invest- 
ment products  accorded  capital  gain  or  loss 
treatment  does  not  apply  to  an  item  that  is 
part  of  a  tax  straddle  (within  the  meaning 
of  sec.  1092(c).  but  determined  w'ithout 
regard  to  the  exception  for  qualified  cov- 
ered calls  in  paragraph  (4)  thereof). 

r.  Special  rule  for  hcdicinK  transactions 
Present  Law 

No  provision. 

House  Bill 

If  any  transaction  that  would  give  ri.se  to 
foreign  currency  gain  or  loss  is  part  of  a 
hedging  transaction,  all  transactions  includ- 
ed in  the  hedge  are  integrated. 
Senate  Amendment 

The  Senate  amendment  generally  follows 
the  House  bill. 

Conference  Agreement 

The  conference  agreemMtr  generally  fol- 
lows the  Senate  amendment. 

The  Secretary  is  authorized  to  issue  regu- 
lations that  address  the  treatment  of  trans- 
actions that  give  rise  to  foreign  currency 
gain  or  loss  and  are  part  of  a  section  988 
hedging  transaction.  The  conferees  included 
this  regulatory  authority  to  provide  certain- 
ty of  tax  treatment  for  foreign  currency 
hedging  transactions  that  are  fast  becoming 
commonplace  (such  as  fully  hedged  foreign 
currency  borrowings)  and  to  insure  that 
such  a  transaction  is  taxed  in  accordance 
with  its  economic  substance.  No  inference  is 
intended  as  to  the  proper  treatment  of 
these  tran-sactions  under  present  law. 

A  section  988  hedging  transaction  includes 
certain  transactions  entered  into  primarily 
to  reduce  the  risk  of  (1)  foreign  currency  ex- 
change rate  fluctuations  with  respect  to 
property  held  or  to  be  held  by  the  taxpayer, 
or  (2)  foreign  currency  fluctuations  with  re- 
spect to  borrowings  made  or  to  be  made  or 
obligations  incurred  or  to  be  incurred  by  the 
taxpayer.  A  section  988  hedging  transaction 
is  to  be  identified  by  the  taxpayer  or  the 
Secretary. 

To  the  extent  provided  in  regulations,  in 
the  case  of  any  transaction  giving  rise  to 
foreign  currency  gain  or  loss  that  is  part  of 
a  section  988  hedging  transaction  (deter- 
mined without  regard  to  whether  such 
transaction  is  marked-to-market  under  sec- 
tion 1256).  all  positions  in  the  hedging 
transaction  are  integrated  and  treated  as  a 
single  transaction,  or  otherwise  treated  con-" 
sistently  (e.g..  for  purposes  of  determining 
the  character,  source,  and  timing  of  income 
or  loss).  The  conferees  intend  that  these 
regulations  address  two  different  categories 
of  hedging  transactions. 

The  first  category  is  a  narrow  class  of 
fully  hedged  transactions  that  are  part  of 
an  integrated  economic  package  through 
which  the  taxpayer  (by  simultaneously  com- 
bining a  bundle  of  financial  rights  and  obli- 
gations) has  assured  itself  of  a  cash  flow 
that  will  not  vary  with  movements  in  ex- 
change rates.  With  respect  to  this  category, 
the  conferees  intend  that  such  rights  and 
obligations  be  integrated  and  treated  as  a 
single  transaction  with  respect  to  that  tax- 


payer. For  example,  in  the  case  of  a  fully 
hedged  foreign  currency  borrowing,  a  tax- 
payer with  the  dollar  as  its  functional  cur- 
rency will  borrow  foreign  currency  and 
hedge  its  exposure  by  entering  into  a  series 
of  forward  purchase  contracts  or  a  single 
swap  agreement.  The  forward  contracts  or 
swap  agreement  will  assure  the  taxpayer  of 
a  stream  of  foreign  currency  flows  to  make 
interest  and  principal  payments  with  re- 
spect to  the  foreign  currency  borrowing. 
The  taxpayer,  although  it  has  borrowed  for- 
eign currency,  is  not  at  risk  with  respect  to 
currency  fluctuations  becau.se  it  has  locked 
in  the  dollar  cost  of  its  future  foreign  cur- 
rency requirements.  The  conferees  intend 
that  regulations  treat  the  entire  package  as 
a  dollar  borrowing  with  dollar  interest  pay- 
ments with  respect  to  the  borrower. 

In  the  case  of  a  foreign  currency  borrow- 
ing hedged  with  a  series  of  forward  pur- 
chase contracts,  the  rules  of  section  1271,  et 
seq..  and  163(e)  shall  apply  in  determining 
the  appropriate  interest  deduction.  The  con- 
ferees intend  that  similar  rules  apply  to  syn- 
thetic U.S.  dollar  securities  (e.g..  a  transac- 
tion in  which  a  taxpayer  with  the  U.S. 
dollar  as  its  functional  currency  purchases  a 
foreign  currency  denominated  (lebt  obliga- 
tion and  sells  forward  all  interest  and  prin- 
cipal payments  to  assure  itself  of  a  stream 
of  fixed  dollar  flows).  The  conferees  intend 
that  the  regulations  pertaining  to  integrat- 
ed hedging  transactions  provide  rules  for 
transactions  that  are,  in  substance,  equiva- 
lent to  a  transaction  denominated  in  the 
taxpayer's  functional  currency.  In  addition, 
the  conferees  wish  to  clarify  that  the  inte- 
gration approach  is  not  limited  to  U.S. 
dollar  denominated  transactions:  thus,  the 
rules  also  apply  where  several  transactions 
are  entered  into  by  a  U.S.  dollar  functional- 
currency  taxpayer  to  establish  a  foreign 
currency  position. 

The  .second  category  of  hedging  transac- 
tions involves  transactions  that  are  not  en- 
tered into  as  an  integrated  financial  pack- 
age but  are  designed  to  limit  a  taxpayer's 
exposure  in  a  particular  currency  (.e.g..  the 
acquisition  of  a  foreign  currency  denominat- 
ed liability  to  offset  exposure  with  regard  to 
a  foreign  currency  denominated  asset). 
These  regulations  need  not  provide  for  com- 
plete integration  (e.g..  the  form  of  a  foreign 
currency  borrowing  may  be  respected  and 
the  interest  deduction  determined  by  refer- 
ence to  the  spot  rate  on  the  date  of  pay- 
ment). Where  appropriate,  these  regula- 
tions should  provide  for  consistent  treat- 
ment with  respect  to  character,  source,  and 
timing. 

The  conferees  intend  that  both  sets  of 
regulations  relating  to  hedging  transactions 
provide  rules  to  prevent  taxpayers  from  se- 
lectively identifying  only  those  transactions 
where  the  hedging  rules  are  favorable  to 
the  taxpayer.  The  conferees  are  aware  that 
rules  applicable  to  partially  hedged  transac- 
tions may  be  necessary  to  achieve  a  hedging 
rule  that  is  not  susceptible  to  abuse.  The 
conferees  also  intend  that  the  regulations 
require  a  taxpayer  to  clearly  identify  a 
hedging  transaction  before  the  close  of  the 
day  the  transaction  is  entered  into,  in  order 
to  claim  increased  deductions  attributable 
to  the  hedge.  The  Secretary  may  identify 
the  transaction  as  a  hedge  at  a  later  date. 
Further,  (as  discussed  below),  the  Act  clari- 
fies the  interaction  of  these  rules  and  the 
tax  straddle  provisions,  with  a  view  towards 
providing  an  incentive  for  taxpayers  to 
properly  identify  transactions  that  are  part 
of  a  tax  straddle. 
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In  addition,  the  regulations  will  need  to 
take  account  of  the  various  mechanisms  for 
hedging  currency  exposure.  For  purposes  of 
the  special  regulatory  rules,  a  hedging  posi- 
tion may  include  any  contract  (1)  to  sell  or 
exchange  nonfunctional  currency  at  a 
future  date  under  terms  fixed  in  the  con- 
tract. (2)  to  purchase  nonfunctional  curren- 
cy with  functional  currency  at  a  future  dale 
under  terms  fixed  in  the  contract.  (3)  to  ex- 
change functional  currency  for  a  nonfunc- 
tional currency  at  a  future  date  under  terms 
fixed  in  the  contract  (which  would  include 
parallel  loans  and  currency  swaps),  or  (4)  to 
receive  or  pay  a  nonfunctional  currency 
{e.g..  interest  rate  swaps  denominated  in  a 
nonfunctional  currency). 

The  conferees  are  particularly  concerned 
about  hedging  transactions  where  a  taxpay- 
er borrows  in  a  weak  currency  and  elimi- 
nates virtually  all  risk  of  currency  loss  by 
establishing  offsetting  currency  positions.  If 
such  a  hedging  transaction  is  not  treated  as 
an  integrated  transaction,  the  taxpayer  may 
be  able  to  defer  tax  on  income  (and  to  uti- 
lize capital  losses,  which  would  otherwise  be 
unavailable,  by  converting  ordinary  income 
to  capital  gains). 

d.  SourcinK  rules 

Present  Law 

No  provision. 

House  Bill 

Foreign  currency  gain  is  sourced  under 
the  same  rules  that  apply  to  interest 
income,  except  that  such  gain  to  a  payor  is 
sourced  as  though  it  were  interest  expense. 
Foreign  currency  loss  is  allocated  and  ap- 
portioned under  the  same  rules  that  apply 
to  interest  expense,  except  such  loss  of  a 
payee  is  sourced  as  though  it  were  interest 
income. 

Senate  Amendment 

In  general,  foreign  currency  gain  is 
sourced.  and  foreign  cwrrency  losses  are  al- 
located, by  reference  lo  the  residence  of  the 
taxpayer  or  QBU  on  whose  books  the  under- 
lying financial  asset  or  liability  is  properly 
reflected.  For  purposes  of  these  rules,  an  in- 
dividual's residence  is  defined  as  the  coun- 
try in  which  the  'tax  home"  (as  defined  in 
sec.  911(d)(3))  is  located.  In  the  case  of  any 
U.S.  person  (as  defined  in  sec.  7701(a)(30)) 
other  than  an  individual,  the  residence  is 
the  United  States.  In  the  case  of  a  foreign 
corporation,  partnership,  trust,  or  estate, 
the  residence  is  treated  as  a  foreign  country. 
Where  appropriate,  foreign  currency  gain  or 
loss  that  is  treated  under  the  section  988 
hedging  rules  (discussed  above)  is  to  be 
sourced  or  allocated  in  a  manner  that  is  con- 
sistent with  that  of  the  hedged  item. 

The  residence  of  a  taxpayer's  QBU  (in- 
cluding the  QBU  of  an  individual)  is  the 
country  in  which  the  unit's  principal  place 
of  business  is  located.  A  special  rule  is  pro- 
vided for  purposes  of  determining  the 
source  or  allocation  of  exchange  gain  or  loss 
from  certain  related  party  loans.  This  rule 
was  included  because  of  a  concern  that  the 
general  rule  that  looks  to  residence  could  be 
manipulated  to  artificially  increase  foreign 
source  income  for  purposes  of  computing  al- 
lowable foreign  tax  credits.  Under  the  spe- 
cial rule,  for  purposes  of  determining  the 
source  of  interest  income,  related-party 
loans  are  marked-to-market  on  an  annual 
basis,  and  interest  income  earned  on  the 
loan  during  the  taxable  year  is  resourced  as 
domestic  source  income  to  the  extent  of  any 
loss  on  the  loan. 


Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  modifica- 
tions. 

The  conference  agreement  clarifies  that 
the  rules  for  sourcing  or  allocating  foreign 
currency  gain  or  loss  apply  to  investment 
products  with  respect  to  which  an  election 
is  made  to  treat  gain  or  loss  as  capital.  The 
conference  agreement  provides  the  Secre- 
tary with  regulatory  authoritj'  to  apply 
rules  similar  to  the  rules  for  related-party 
loans  to  loans  to  U.S.  persons. 

The  conference  agreement  contemplates 
that  the  Secretary  will  address  the  appro- 
priate treatment  of  payments  made  to  a 
counter-party  under  a  swap  transaction  for 
purposes  of  withholding  under  sections  871 
and  881. 

e.  Application  to  transactions  of  a  personal 
nature 


No  provision. 


Present  Law 


House  Bill 


No  provision. 

Senate  Amendment 

The  section  988  rules  apply  to  transac- 
tions entered  into  by  an  individual  only  to 
the  extent  that  expenses  attributable  to 
such  transactions  would  be  deductible  under 
section  162  (as  a  trade  or  business  expense) 
or  section  212  (as  an  expense  of  producing 
income,  other  than  expenses  incurred  in 
connection  with  the  determination,  collec- 
tion or  refund  of  taxes).  Thus,  for  example, 
the  rules  would  be  inapplicable  to  foreign 
currency  gain  or  loss  recognized  by  a  U.S. 
individual  residing  outside  of  the  United 
States  upon  repayment  of  a  foreign  curren- 
cy denominated  mortgage  on  the  individ- 
ual's principal  residence.  The  principles  of 
current  law  would  continue  to  apply  to  such 
transaction. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  but  clarifies  that  the 
determination  of  whether  expenses  would 
be  deductible  under  section  212  is  made 
without  regard  to  the  two-percent  floor 
(added  by  sec.  132  of  the  Act)  applicable  to 
investment  expenses. 

f.  Tax  straddle  provisions 

Present  Law 

Statutory  rules  prevent  the  use  of  strad- 
dles (interests  in  actively  traded  personal 
property,  the  holding  of  one  of  which  sub- 
stantially diminishes  the  risk  of  loss  from 
holding  one  or  more  others  such  interests) 
to  defer  income.  Under  the  loss-deferral  rule 
of  section  1092.  the  deduction  of  a  loss  real- 
ized on  disposition  of  a  position  in  a  tax 
straddle  is  limited  to  the  excess  of  the  loss 
over  any  unrecognized  gain  in  offsetting  po- 
sitions. The  mark-to-market  rule  of  section 
1256  treats  certain  investment  products  (re- 
ferred to  as  'section  1256  contracts ")  as  if 
they  were  sold  for  fair  market  value  on  the 
last  day  of  the  year.  By  their  terms,  the  tax 
straddle  rules  apply  to  most  transactions 
undertaken  to  hedge  foreign  exchange  ex- 
posure, unless  the  transaction  satisfies  the 
requirements  of  a  hedging  exemption. 
Under  a  special  rule,  banks  are  not  required 
to  satisfy  all  of  the  requirements  of  the 
hedging  exemption. 

House  Bill 

The  House  bill  repeals  the  special  rule 
that  permits  banks  to  qualify  for  the  hedg- 
ing exemption  without  establishing  all  of 
the  facts  other  taxpayers  must  show. 


Senate  Amendment 

The  Senate  amendment  follows  the  House 
bill.  In  addition,  the  Senate  amendment  co- 
ordinates the  interaction  of  the  rules  for 
foreign  currency  gain  or  loss  and  the  tax 
straddle  provisions.  Neither  the  loss  deferral 
rule  of  section  1092  nor  the  mark-to-market 
regime  under  section  1256  will  apply  to  a 
transaction  that  is  part  of  a  section  988 
hedging  transaction  and  described  in  regula- 
tions to  be  issued  under  by  the  Secretary. 
Further,  as  described  above,  the  general 
rule  that  treats  foreign  currency  gain  or  loss 
as  ordinary  gain  or  loss  is  inapplicable  to  a 
section  1256  contract  that  is  marked  to 
market.  The  exception  for  section  1256  con- 
tracts is  available  to  taxpayers  who  take 
such  contracts  off  the  mark-to-market 
system  by  making  a  mixed  straddle  election 
under  section  1256(d). 

The  Senate  amendment  clarifies  that  an 
obligor's  interest  in  a  foreign  currency  de- 
nominated obligation  is  a  "position"  for  pur- 
poses of  the  loss  deferral  rule.  The  rationale 
for  this  treatment  is  that  a  foreign  currency 
borrowing  is  economically  similar  to  a  short 
position  in  the  foreign  currency.  In  addi- 
tion, the  Senate  amendment  makes  clear 
that  foreign  currency  for  which  there  is  an 
interbank  market  is  presumed  to  be  "active- 
ly traded"  property  for  purposes  of  the  loss 
deferral  rule. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment.  The  conferees  wish  to 
emphasize  that  bank  forward  contracts  with 
maturities  longer  than  the  jnaturities  ordi- 
narily available  for  regulated  futures  con- 
tracts are  within  the  definition  of  a  foreign 
currency  contract  in  section  1256(g).  if  the 
requirements  of  that  subsection  are  satis- 
fied otherwise. 

Regarding  the  amendment  relating  to  cur- 
rency for  which  there  is  an  active  interbank 
market,  no  inference  is  intended  regarding 
the  proper  application  of  present  law  to  a 
currency  that  is  not  the  subject  of  a  regulat- 
ed futures  contract  but  for  which  there  is 
an  active  interbank  market.  i.e.g.,  the  Aus- 
tralian dollar).  Thus,  the  Internal  Revenue 
Service  is  free  to  provide  by  regulations  for 
the  treatment  of  such  currencies  for  taxable 
years  after  the  effective  date  of  the  Eco- 
nomic Recovery  Act  of  1981  (which  intro- 
duced the  straddle  rules)  and  before  the  ef- 
fective date  of  this  Act. 

3.  Foreign  Currency  Translation 

a.  Translation  method 

Present  Law 

A  taxpayer  operating  abroad  is  permitted 
to  maintain  the  books  and  records  of  oper- 
ation in  a  foreign  currency.  The  method  of 
translating  the  results  of  a  foreign  oper- 
ation into  U.S.  dollars  depends  on  whether 
the  activity  is  conducted  through  a  branch 
or  through  a  subsidiary  corporation.  In 
many  instances,  taxpayers  have  discretion 
to  use  a  profit-and-loss  method  (under 
which  net  income  or  loss  is  translated  into 
U.S.  dollars  at  year  end)  or  a  net-worth 
method  (which  involves  the  comparison  of 
year-end  balance  sheets). 

House  Bill 

The  same  translation  rule  applies  to  the 
earnings  and  profits  of  a  foreign  corpora- 
tion and  the  income  or  loss  of  a  branch  or 
other  QBU.  An  entity  that  uses  a  nonfunc- 
tional currency  to  measure  the  results  of  op- 
eration is  required  to  use  a  profit-and-loss 
method  to  translate  income  or  loss  into  the 
functional  currency. 
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Senate  Bill 

The  Senate  amendment  follows  the  House 
bill. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment. 
These  translation  rules  apply  without 
regard  to  the  form  of  enterprise  through 
which  the  taxpayer  conducts  business  (.e.g.. 
sole  proprietorship,  partnerships,  or  corpo- 
ration), as  long  as  such  form  of  enterprise 
rises  to  the  level  of  a  QBU. 

b.  l>«termination  of  fnreiKn  rorpuratiun's  earn- 
ings and  prontH  and  fiireiitn  taxes 
Present  Law 

The  earnings  and  profits  of  a  controlled 
foreign  corporation  ("CFC")  are  calculated 
by  computing  the  sum  of  the  CFC's  profit 
or  loss,  and  adding  to  that  amount  the  ex- 
change gain  or  loss  determined  by  compar- 
ing year-end  balance  sheets  (after  talcing  ac- 
count of  the  translated  profit  or  loss  and 
other  relevant  items). 

House  Bill 

For  purposes  of  determining  the  tax  of 
any  shareholder  of  a  foreign  corporation, 
the  earnings  and  profits  of  the  corporation 
are  determined  in  the  corporation's  func- 
tional currency. 

On  the  distribution  of  earnings  and  prof- 
its from  a  10-percent  owned  foreign  corpora- 
tion, a  U.S.  corporate  shareholder  is  re- 
quired to  translate  such  amounts  using  the 
average  exchange  rate  for  the  year  in  which 
the  income  arose.  Exchange  gain  or  loss 
with  respect  to  such  distribution  is  charac- 
terized as  ordinary  income  or  loss,  and  sub- 
ject to  a  separate  limitation  for  purposes  of 
the  foreign  tax  credit. 

For  purposes  of  determining  the  amount 
of  foreign  taxes  deemed  paid  under  section 
902  or  960.  foreign  taxes  are  translated  into 
U.S.  dollars  using  the  exchange  rate  in 
effect  as  of  the  date  of  payment,  any  refund 
of  a  foreign  tax  is  translated  using  the  rate 
in  effect  as  of  the  original  payment  date, 
and  any  increase  is  translated  at  the  rate  in 
effect  on  the  date  of  adjustment. 
Senate  Amendment 

The  Senate  amendment  codifies  the  result 
under  the  Bon  Ami  case  (39  B.T.A.  825 
<1939))  by  requiring  taxpayers  to  use  a 
common  exchange  rate  to  translate  actual 
distributions,  deemed  distributions  of  sub- 
part F  income,  or  gain  that  is  recharacter- 
ized as  dividend  income  on  the  disposition  of 
slock  in  a  CFC  or  former  CFC.  and  foreign 
taxes  deemed  paid  with  respect  thereto. 

On  the  distribution  of  earnings  and  prof- 
its from  a  10-percent  owned  foreign  corpora- 
tion, a  U.S.  shareholder  is  required  to  trans- 
late such  amounts  (if  necessary)  at  the  cur- 
rent exchange  rate  on  the  dale  the  distribu- 
tion is  included  in  income.  Similarly,  in  the 
case  of  gain  that  is  treated  as  a  distribution 
of  earnings  under  section  1248.  the  deemed 
dividend  is  translated  (if  necessary)  at  the 
current  exchange  rate  on  the  dale  the 
amount  is  included  in  income.  Thus,  for 
actual  distributions  and  deemed  dividends 
under  section  1248.  no  exchange  gain  or  lo.ss 
is  separately  recognized  as  the  result  of  ex- 
change rate  fluctuations  between  the  time 
earnings  and  profits  arise  and  the  time  of 
distribution. 

In  the  case  of  deemed  distributions  of  sub- 
part F  income,  the  required  income  inclu- 
sion is  translated  at  the  weighted  average 
exchange  rate  for  the  foreign  corporation's 
taxable  year.  Exchange  gain  or  loss  is  recog- 
nized as  the  result  of  exchange  rale  fluctua- 
tions between  the  time  of  a  deemed  distribu- 


tion and  the  lime  such  previously  taxed 
income  (  "PTI")  is  actually  distributed.  Ex- 
change gain  or  lo.ss  on  distributions  of  PTI 
is  to  be  treated  as  ordinary  income  or  loss 
from  or  allocable  to  domestic  sources.  The 
Secretary  is  authorized  to  prescribe  regula- 
tions for  the  treatment  of  distributions  of 
PTI  through  several  tiers  of  foreign  corpo- 
rations. 

For  purposes  of  determining  the  amount 
of  foreign  taxes  deemed  paid  under  sections 
902  or  960.  a  foreign  income  tax  paid  by  a 
foreign  corporation  is  translated  into  U.S. 
dollars  (if  necessary)  using  the  same  ex- 
change rate  used  to  translate  the  income  in- 
clusion with  respect  to  which  such  tax  is 
deemed  paid.  Adjustments  to  the  amount  of 
tax  paid  by  a  foreign  corporation  are  trans- 
lated into  U.S.  dollars  using  the  same  ex- 
change rate  used  to  translate  the  income 
with  respect  to  which  the  adjustment  was 
made. 

Conference  Agreement 

Under  the  conference  agreement,  for  pur- 
poses of  determining  the  tax  of  any  share- 
holder of  a  foreign  corporation,  the  corpora- 
tion's earnings  and  profits  are  determined  in 
the  corporation's  functional  currency.  In 
the  case  of  any  U.S.  person,  the  earnings 
and  profits  so  determined  are  translated  (if 
necessary)  at  the  current  exchange  rate  on 
the  date  the  distribution  is  included  in 
income.  A  similar  rule  applies  to  gain  that  is 
treated  as  a  distribution  of  earnings  under 
section  1248.  Thus,  for  actual  distributions 
and  deemed  dividends  under  section  1248, 
no  exchange  gain  or  loss  resulting  from  ex- 
change rate  fluctuations  between  the  lime 
earnings  and  profits  arise  and  the  time  of- 
distribution  is  separately  recognized. 

The  conference  agreement  follows  the 
Senate  amendment  with  respect  to  deemed 
distributions  of  subpart  F  income  and  PTI. 
except  the  weighteci  average  exchange  rale 
is  also  used  for  foreign  personal  holding 
company  income  (sec.  551(a))  and  amounts 
defined  in  section  1293(a)  (relating  to  pas- 
sive foreign  investment  companies),  and  ex- 
change gain  or  lo.ss  on  PTI  is  sourced  or  al- 
located in  the  .same  manner  as  the  associat- 
ed income  inclusion.  In  addition,  the  confer- 
ence agreement  applies  the  rules  for  recog- 
nizing exchange  gain  or  loss  with  respect  to 
PTI  to  amounts  defined  in  section  1293(c). 

The  conference  agreement  follows  the 
House  bill  for  purposes  of  determining  the 
amount  of  foreign  taxes  deemed  paid  under 
sections  902  or  960.  An  increase  to  foreign 
taxes  is  translated  on  the  dale  of  the  pay- 
ment of  additional  tax. 

Under  section  1504(d).  a  domestic  corpora- 
tion can  elect  to  treat  certain  wholly  owned 
subsidiaries  organized  under  the  laws  of  a 
contiguous  foreign  country  (i.e..  Canada  or 
Mexico)  as  domestic  corporations.  As  a 
result  of  treatment  as  domestic  corpora- 
tions, these  subsidiaries  are  included  with 
the  domestic  parent  corporation  in  the 
filing  of  a  consolidated  Federal  income  tax 
return.  The  result  of  a  section  1504(d)  elec- 
tion combined  with  use  of  the  net  worth  ac- 
counting method  is  that  gains  and  losses 
from  contiguous  country  currency  fluctua- 
tions are  recognized  on  the  U.S.  lax  return. 

The  conference  agreement  contemplates 
that  the  Internal  Revenue  Service  will  allow 
corporations  to  elect  out  of  section  1504(d) 
status  as  a  result  of  the  enactment  of  the 
provision  requiring  use  of  the  profit  and  loss 
method.  As  under  present  law.  the  revoca- 
tion of  a  section  1504(d)  election  will  (1) 
trigger  excess  loss  accounts,  if  any.  under 
Treasury  regulations  section  1.1502-19.  (2) 
implicate  the  rules  for  recapture  of  foreign 


los.ses  under  -section  904(f).  and  (3)  be  sub- 
ject to  the  rules  of  section  367(a).  among 
other  applicable  rules. 

The  conferees  intend  that  any  procedure 
adopted  by  the  Internal  Revenue  Service 
will  contain  appropriate  safeguards  to  limit 
recognition  of  exchange  loss  upon  the  revo- 
cation of  a  section  1504(d)  election. 

Foreign  corporations  with  respect  to 
which  section  1504(d)  elections  are  revoked 
are  likely  to  succeed  to  earnings  and  profits 
accumulated  by  a  foreign  corporation  that 
has  been  treated  as  a  domestic  corporation. 
As  a  result,  section  243(d)  will  be  applicable 
to  distributions  by  a  foreign  corporation  out 
of  these  accumulated  earnings.  The  confer- 
ees believe  it  desirable  to  make  it  clear  that 
section  243(d)  applies  for  purposes  of  sec- 
tion 243(a)(3).  Section  243(d)  provides  that  a 
distribution  by  a  foreign  corporation  of 
earnings  and  profits  accumulated  by  a  do- 
mestic corporation  shall  be  treated  as  if 
made  by  a  domestic  corporation  for  pur- 
poses of  the  dividends  received  deduction. 
The  conferees  wish  to  clarify  that  in  the 
case  of  such  a  distribution,  the  distributing 
corporation  is  to  be  treated  as  a  domestic 
corporation  for  all  purposes  of  section 
243(a).  including  for  purposes  of  determin- 
ing under  section  243(a)(3)  whether  the  dis- 
tribution is  a  qualifying  dividend.  Thus,  for 
example,  if  a  foreign  corporation  makes  a 
distribution  out  of  earnings  and  profits  that 
were  accumulated  by  a  foreign  corporation 
with  section  1504(d)  status  while  such  cor- 
poration was  a  member  of  an  affiliated 
group,  and  the  distributing  foreign  corpora- 
tion would  be  a  member  of  the  same  affili- 
ated group  if  it  were  a  domestic  corporation, 
then  the  distribution  qualifies  for  the  100% 
dividends  received  deduction  provided  the 
domestic  parent  makes  a  section  243(b)  elec- 
tion and  that  no  section  1562  election  was  in 
effect  during  the  year  the  earnings  were  ac- 
cumulated. The  domestic  parent  may  make 
the  section  243(b)  election  even  though  it 
files  a  consolidated  federal  income  tax 
return.  The  conference  agreement  contem- 
plates that  the  regulations  relating  to  sec- 
tion 243(d)  will  be  modified  in  order  to  re- 
flect this  clarification. 

r.  Translation  of  branch  income  and  losses  and 
foreign  taxes 

Present  Law 

A  foreign  branch  that  maintains  a  sepa- 
rate set  of  books  in  a  foreign  currency  can 
u.se  either  a  "profit  and  loss"  or  a  "net 
worth"  method  to  determine  U.S.  taxable 
income  attributable  to  the  branch  oper- 
ation.- Under  the  profit  and  loss  method, 
the  net  profit  computed  in  the  foreign  cur- 
rency is  translated  into  dollars  at  the  ex- 
change rate  in  effect  at  the  end  of  the  tax- 
able year.  If  the  branch  made  remittances 
during  the  year,  these  amounts  are  translat- 
ed into  U.S.  dollars  at  the  exchange  rate  in 
effect  on  the  date  remitted,  and  only  the 
balance  of  the  profit,  if  any.  is  translated  at 
the  year-end  exchange  rate. 

Under  the  net  worth  method.  U.S.  taxable 
income  is  defined  generally  as  the  differ- 
ence between  the  branch's  net  worth  at  the 
end  of  the  prior  taxable  year  and  at  the  end 
of  the  current  taxable  year.  Under  this 
method,  the  branch's  balance  sheet  is  trans- 
lated into  U.S.  dollars.  In  general,  the  values 
of  current  assets  and  liabilities  are  translat- 
ed at  the  year-end  exchange  rate,  and  fixed 


'See  Rev.  Rul.  75-107.  19751  C.B.  32  (relating  to 
the  profit  and  loss  method):  and  Rev.  Rul.  75-106. 
1975-1  C  B.  31.  and  Rev.  Rul.  75-134.  1975-1  C.B.  33 
(relatini;  to  the  net  worth  method). 
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(long-term)  assets  are  translated  at  the  ex- 
change rate  in  effect  on  the  date  the  asset 
was  acquired  (the  'historical  rate").  The 
translation  of  an  item  at  its  historical  rate 
defers  recognition  of  exchange  gain  or  loss. 
Remittances  are  translated  at  Ihe  exchange 
rate  in  effect  on  the  date  of  remittance,  and 
are  then  added  to  the  U.S.  dollar  amount 
computed  by  comparing  year-end  balance 
sheets. 

When  a  foreign  branch  remits  currency  in 
excess  of  the  current  year's  profit,  the  basis 
of  the  excess  amount  must  be  determined  in 
order  to  calculate  exchange  gain  or  loss. 
Present  law  does  not  provide  explicit  rules 
for  calculating  exchange  gain  or  lo.ss  on  re- 
mittances. 

House  Bill 

A  taxpayer  with  a  QBU  whose  functional 
currency  is  a  currency  other  than  the  U.S. 
dollar  will  be  required  to  use  the  profit  and 
loss  method  to  compute  income. 

For  each  taxable  year,  the  taxpayer  will 
compute  income  or  loss  separately  for  each 
QBU  in  the  unit's  functional  currency,  con- 
verting this  amount  to  U.S.  dollars  at  the 
appropriate  exchange  rate.  This  amount 
will  be  included  in  income  without  reduction 
for  remittances  from  the  branch  during  the 
year. 

The  appropriate  exchange  rate  is  to  be  de- 
termined under  regulations  issued  by  the 
Treasury  Department.  In  general,  the  ap- 
propriate exchange  rate  will  be  the  weight- 
ed average  exchange  rate  for  the  taxable 
period  over  which  the  income  or  loss  ac- 
crued. 

A  taxpayer  will  recognize  exchange  gain 
or  loss  on  remittances  of  branch  profits 
(whether  or  not  actually  converted  to  dol- 
lars) to  the  extent  the  value  of  the  currency 
in  the  year  of  the  remittance  differs  from 
the  value  when  earned.  Remittances  of  for- 
eign branch  earnings  (and  interbranch 
transfers  involving  branches  with  different 
functional  currencies)  after  1985  will  be 
treated  as  paid  pro  rata  out  of  post- 1985  ac- 
cumulated earnings  of  the  branch.  In  gener- 
al, the  value  of  the  currency  will  be  deter- 
mined by  translating  the  currency  at  an  av- 
erage exchange  rate  for  the  year  in  which 
received  rather  than  the  rate  in  effect  on 
the  date  of  remittance.  Exchange  gains  and 
losses  on  such  remittances  will  be  deemed  to 
be  ordinary,  and  subject  to  separate  foreign 
tax  credit  limitations. 

The  translation  of  payments  of.  and  sub- 
sequent adjustments  to.  foreign  taxes  by  a 
branch  will  be  performed  under  the  same 
rules  that  apply  in  determining  the  foreign 
tax  credit  allowable  to  a  parent  corporation 
with  respect  to  taxes  paid  by  a  foreign  sub- 
sidiary. 

Senate  Amendment 

The  Senate  amendment  generally  follows 
the  House  bill,  with  modifications. 

A  taxpayer  will  recognize  exchange  gain 
or  loss  on  remittances  (without  regard  to 
whether  or  when  the  remittances  are  con- 
verted to  dollars),  to  the  extent  the  value  of 
the  currency  at  the  time  of  the  remittance 
differs  from  the  value  when  earned.  Remit- 
tances of  foreign  branch  earnings  (and  in- 
terbranch transfers  involving  branches  with 
different  functional  currencies)  after  1986 
will  be  treated  as  paid  pro  rata  out  of  post- 
1986  accumulated  earnings  of  the  branch. 
For  purposes  of  calculating  exchange  gain 
or  loss  on  remittances,  the  value  of  the  cur- 
rency will  be  determined  by  translating  the 
currency  at  the  rate  in  effect  on  the  date  of 
remittance.  Exchange  gains  and  losses  on 
such  remittances  will  be  deemed  to  be  ordi- 


nary and  domestic  source  or  allocable  there- 
to. 

The  translation  of  payments  of.  and  sub- 
sequent adjustments  to.  foreign  taxes  by  a 
branch  will  be  performed  under  the  same 
rules  that  apply  in  determining  the  foreign 
tax  credit  allowable  to  a  parent  corporation 
with  respect  to  taxes  paid  by  a  foreign  sub- 
sidiary. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment  with  respect  to 
remittances  except  that  it  is  clarified  that 
(1)  any  remittance  of  property  (not  just  cur- 
rency) will  trigger  exchange  gain  or  loss  in- 
herent in  accumulated  earnings  or  branch 
capital,  and  (2)  exchange  gain  or  loss  on  re- 
mittances will  be  sourced  or  allocated  by 
reference  to  the  income  giving  rise  to  post- 
1986  accumulated  earnings  (generally,  the 
residence  of  the  qualified  business  unit, 
unless  the  income  of  the  unit  is  derived 
from  U.S.  sources).  The  conferees  anticipate 
that  regulations  may  treat  contributions  of 
appreciated  property  to  a  QBU  as  a  recogni- 
tion event  where  appropriate. 

The  conferees  wish  to  clarify  that  the  rule 
for  triggering  exchange  gain  or  loss  on  re- 
mittances does  not  apply  to  transactions  in- 
volving the  use  of  a  related  party's  assets  or 
liabilities  (e.g..  in  the  case  of  a  bank,  the  de- 
posit and  withdrawal  of  funds  in  a  branch). 
The  committee  anticipates  that  regulations 
will  provide  rules  that,  in  the  ease  of  a 
branch  using  a  functional  currency  other 
than  the  United  States  dollar,  will  limit  the 
deduction  of  branch  losses  to  the  taxpayer's 
dollar  basis  in  the  branch  (that  is.  the  origi- 
nal dollar  investment  plus  subsequent  cap- 
ital contributions  and  advances,  unremitted 
earnings,  and  indebtedness  for  which  the 
taxpayer  is  liable). 

The  conference  agreement  generally  fol- 
lows the  House  bill  with  respect  to  foreign 
taxes.  Thus,  the  translation  of  foreign  taxes 
paid  by  a  branch  will  be  performed  under 
the  same  rules  that  apply  in  determining 
the  foreign  tax  credit  allowable  to  a  corpo- 
ration with  respect  to  taxes  paid  by  a  for- 
eign corporation.  For  example,  assume  a 
branch  pays  a  tax  of  100  Swiss  francs  in 
year  one.  In  year  two.  the  branch's  tax  li- 
ability is  50  francs,  and  the  year  one  tax  is 
adjusted  downwards  to  60  francs  (so  there 
was  an  overpayment  of  40  francs).  The  40- 
franc  overpayment  from  year  one  is  applied 
against  the  50-franc  liability  for  year  two. 
In  year  three,  the  50-franc  tax  paid  in  year 
two  is  refunded.  On  these  facts.  (1)  regard- 
ing the  reduction  in  the  tax  paid  in  year 
one.  the  40  francs  are  translated  af  the  ex- 
change rate  used  to  translate  the  tax  in 
year  one.  (2)  regarding  the  crediting  of  the 
40-franc  overpayment  against  the  50-franc 
tax  liability  for  year  two.  the  entire  50-franc 
tax  is  translated  at  the  rate  in  effect  on  the 
date  the  taxpayer  is  treated  as  having  paid 
such  lax.  and  (3)  on  refund  of  the  year-two 
50-franc  tax  in  year  three,  the  refund  is 
translated  at  the  same  rate  that  was  used  to 
translate  the  tax  payment  in  year  two. 

The  conference  agreement  contemplates 
that  a  prepayment  of  foreign  tax  (e.g..  an 
estimated  tax  payment  or  a  withheld  tax) 
will  be  translated  at  the  exchange  rates  in 
effect  on  the  payment  date.  Generally,  a 
similar  rule  is  to  apply  to  installment  pay- 
ments of  lax. 
d.  Application  iif  section  90.5 

Present  Law 
If  the  amount  of  foreign  taxes  accrued 
differs  from  the  amount  paid,  or  if  a  foreign 
tax  is  refunded  in  whole  or  in  part,  a  tax- 


payer must  notify  the  Internal  Revenue 
Service  and  redetermine  the  allowable  for- 
eign tax  credit  for  the  taxable  year. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  provides  that,  for 
purposes  of  applying  section  905(c).  the  de- 
termination of  whether  accrued  taxes  when 
paid  differ  from  the  amounts  claimed  as 
credits  by  the  taxpayer  is  made  by  reference 
to  the  functional  currency  of  the  QBU  that 
accrued  and  paid  the  taxes.  Thus,  exchange 
rate  fluctuations  with  respect  to  a  function- 
al currency  other  than  the  U.S.  dollar  are 
not  taken  into  account  under  section  905(c). 

Conference  Agreement 
Under  the  conference  agreement,  the  Sec- 
retary is  authorized  to  prescribe  regulations 
providing  for  an  alternative  adjustment 
(e.g..  the  adjustment  of  a  dollar-based  pool 
of  taxes)  in  lieu  of  the  redetermination  re- 
quired by  section  905(c). 

4.  Other  Ikkucs 

Present  Law 

No  provision. 

House  Bill 

The  Secretary  is  granted  general  regula- 
tory authority  to  carry  out  the  purposes  of 
the  new  subpart  relating  to  foreign  currency 
transactions. 

Senate  Amendment 

In  general,  the  Secretary  is  authorized  to 
issue  such  regulations  as  may  be  necessary 
to  carry  out  the  purposes  of  the  new  rules 
for  foreign  currency  transactions,  including 
regulations  (1)  setting  forth  procedures  to 
be  followed  by  taxpayers  with  QBUs  using  a 
net  worth  method  of  accounting  before  en- 
actment of  subpart  J.  to  prevent  a  mis- 
matching of  exchange  gain  and  loss,  (2)  lim- 
iting the  recognition  of  foreign  currency 
loss  on  remittances  from  QBUs  (to  prevent 
the  selective  recognition  of  exchange 
losses),  and  (3)  providing  for  the  recharac- 
terization of  interest  and  principal  pay- 
ments with  respect  to  obligations  denomi- 
nated in  hyperinflationary  currencies.  The 
Senate  amendment  contemplates  that  the 
Secretary  will  also  issue  regulatory  rules 
providing  for  the  treatment  of  U.S. 
branches  of  foreign  persons  (addressing 
issues  such  as  the  extent  to  which  exchange 
gain  or  loss  on  remittances  are  treated  as  ef- 
fectively connected  with  a  U.S.  trade  or 
business). 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  and  adds  specific  au- 
thority for  providing  for  the  appropriate 
treatment  of  related-party  transactions  (in- 
cluding transactions  between  QBUs  of  the 
same  taxpayer),  as  well  as  section  905(c)  ad- 
justments (as  discussed  above).' 


The  conferees  are  aware  of  lax  shelters  that  are 
premised  on  the  creation  of  debt  denominated  in  a 
hyperinflationary  currency.  For  example,  in  one 
transaction,  a  tJ.S.  partnership  entered  into  an 
agreement  with  a  Brazilian  Sociedade  civil  limilada 
for  the  performance  of  services  in  Brazil.  Payment 
wa.s  to  be  made  in  cruzeiros  on  a  deferred  basis,  be- 
ginning se\en  years  after  the  services  were  per- 
formed. The  taxpayers  involved  took  the  position 
that  the  foreign  currency  account  payable  could  be 
accrued  currently  by  the  U.S.  partnership,  even 
though  the  actual  U.S.  dollars  required  seven  .years 
hence  will  be  much  less  than  the  US-dollar  value 
of  the  amount  accrued.  In  this  transaction,  stated 
interest  was  U";  per  annum,  which  might  be  ade- 
quate for  a  dollar  borrowing  but  is  below  market 
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Kfrvrtivf  Date 


House  Bill 


The  House  bill  provisions  are  effective  for 
taxable  years  t>eginning  after  Deceml)er  31. 
1985. 

Senate  Amendment 
The  Senate  amendment  provisions  are  ef- 
fective for  taxable  years  l)eginning  after  De- 
cember 31.  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  but  provides  that  for 
purposes  of  claiming  a  deemed  paid  foreign 
tax  credit  under  either  sections  902  or  960. 
the  agreement's  provisions  only  apply  to 
foreign  taxes  paid  or  accrued  with  respect  to 
earnings  and  profits  of  a  foreign  corpora- 
tion for  taxable  years  after  1986. 

U.  Other  Rules  Applicable  to  I'.S.  Fosses.siotiK 
Present  Law 
U.S.  Virgin  Islands 

The  US.  Virgin  Islands  (like  Guam,  the 
Commonwealth  of  the  Northern  Mariana  Is- 
lands, and  American  Samoa)  generally  uses 
the  Code  as  it  changes  from  time  to  lime  as 
its  local  tax  code.  For  corporate  tax  pur- 
poses, the  United  States  treats  each  of  these 
possessions  as  a  foreign  country  and  each  of 
these  possessions  treats  the  United  States  as 
a  foreign  country.  This  system  of  taxation 
has  acquired  the  name  "mirror  system"  l>e- 
cause  the  possession  uses  the  Code  (but  sub- 
stitutes its  own  name  for  the  United  States 
and.  for  some  purpwses.  treats  the  United 
States  as  the  United  States  treats  a  posses- 
sion ). 

The  Virgin  Islands  may  impose  a  surtax  of 
up  to  10  percent  of  the  mirror  tax.  The 
Virgin  Islands  can  rebate  its  mirror  tax  on 
its  resident  individuals  and  on  U.S.  and  V.I. 
corporations  that  operate  primarily  in  the 
Virgin  Islands. 

An  inhabitant"  of  the  Virgin  Islands 
pays  tax  to  the  Virgin  Islands  on  its  world- 
wide income,  but  pays  no  U.S.  tax.  Certain 
corporations  qualify  for  inhabitant  status, 
including  some  U.S.  corporations. 

A  V.I.  corporation  is  not  subject  to  the 
U.S.  30-percent  withholding  tax  on  passive 
income  so  long  as  it  meets  criteria  designed 
to  prevent  the  use  of  V.I.  corporations  as 
conduits  for  third-country  residents:  the 
V.I.  corporation  must  be  less  than  25  per- 
cent foreign-owned  and  earn  at  least  20  per- 
cent of  its  income  from  V.I.  sources. 
Guam.  CNMI.  and  American  Samoa 

U.S.  law  requires  that  Guam  use  the  Code 
as  its  local  code.  (See  general  description  of 
the  mirror  system  of  taxation  above.)  Indi- 
vidual residents  of  the  United  States  or 
Guam  need  file  a  tax  return  only  with  the 
place  where  they  resided  on  the  last  day  of 
the  year.  Guamanian  corporations  are  not 
subject  to  the  U.S.  30-percenl  withholding 
tax.  except  Guamanian  corporations  that 
are  conduits  (under  the  rules  that  apply  to 
V.I.  corporations).  The  Commonwealth  of 
the  Northern  Mariana  Islands  (CNMI)  is  re- 
quired to  use  the  mirror  system  in  basically 


when  compared  to  the  analoRous  APR  for  cru- 
zeiros. Thus,  the  conferees  concluded  thai  the  Sec- 
retary has  adequate  authority  to  treat  this  transac- 
tion in  accordance  with  its  economic  substance 
under  the  rules  relating  to  l)elow  market  loans  iSee 
Prop  Treas.  reg.  sec.  1.787211(f)).  Nevertheless, 
the  conferees  determined  that  the  Secretary  should 
be  granted  additional  regulatory  authority  to 
ensure  that  such  transactions  are  properly  charac- 
terized under  Federal  tax  laws,  apart  from  whether 
stated  interest  is  adequate  when  measured  in  a  for- 
eign currency 


the  same  way  as  Guam.  The  latter  treat- 
ment generally  began  on  January  1.  1985. 

American  Samoa  has  adopted  its  own 
income  tax  system.  American  Samoa  has 
chosen  to  use  the  Code,  with  minor  amend- 
ments, as  its  internal  income  tax  system. 

Interest  income  on  U.S.  obligations  held 
by  the  Bank  of  Guam  is  treated  as  effective- 
ly connected  with  the  conduct  of  a  U.S. 
trade  or  business. 

House  Bill 
U.S.  Virgin  Islands 

The  House  bill  clarifies  the  operation  of 
the  U.S.  Virgin  Islands'  mirror  system  to 
prevent  unintended  results.  It  treats  any 
bona  fide  V.I.  resident  on  the  last  day  of  the 
taxable  year  as  taxable  only  in  the  Virgin 
Islands,  and  not  in  the  United  States.  A  U.S. 
individual  (other  than  a  V.I.  resident)  who 
derives  income  from  the  Virgin  Islands  files 
two  identical  returns,  one  with  the  United 
States  and  one  with  the  Virgin  Islands,  and 
pays  a  pro  rata  amount  of  tax  to  each.  The 
House  bill  provides  for  cooperation  between 
the  IRS  and  the  Virgin  Islands  Bureau  of 
Internal  Revenue.  It  provides  anti-abuse 
rules  and  authorizes  the  Secretary  to  pre- 
scribe regulations  for  purposes  of  determin- 
ing V.I.  tax  liability. 

The  House  bill  permits  the  Virgin  Islands 
to  impose  any  nondiscriminatory  local 
income  taxes  in  addition  to  those  it  now  im- 
poses under  the  mirror  system. 

The  House  bill  permits  the  Virgin  Islands 
to  rebate  tax  on  U.S.  corporations  whatever 
the  extent  of  their  activities  in  the  Virgin 
Islands.  It  allows  reduction  of  V.I.  tax  on 
V.I.  income  of  foreign  persons. 

The  House  bill  repeals  the  V.I.  inhabitant 
rule.  It  amends  the  rules  that  prevent  for- 
eigners from  using  V.I.  corporations  as  con- 
duits to  avoid  the  U.S.  30-percent  withhold- 
ing tax  by  substituting  a  requirement  that 
65  percent  of  a  corporation's  income  be  ef- 
fectively connected  with  a  trade  or  business 
in  a  possession  or  in  the  United  States  in 
place  of  the  20-percent  source  of  income  re- 
quirement in  current  law.  and  by  adding  a 
requirement  that  prevents  a  corporation 
from  substantially  reducing  its  taxable 
income  with  payments  to  persons  not  resi- 
dent in  the  Virgin  Islands.  The  Virgin  Is- 
lands provisions  of  the  House  bill  are  effec- 
tive for  taxable  years  beginning  after  1985. 
but  certain  provisions  are  contingent  upon 
implementation  of  a  U.S.-V.I.  agreement  to 
coordinate  the  U.S.  and  V.I.  tax  systems. 
Guam,  CNMI.  and  American  Samoa 

The  House  bill  grants  Guam  and  the 
CNMI  full  authority  to  determine  their  own 
income  tax  laws.  This  treatment  places 
them  on  a  par  with  American  Samoa.  The 
House  bill  requires  that  Guam  and  the 
CNMI  implement  tax  systems  that  would 
raise  at  least  as  much  revenue  as  their  cur- 
rent mirror  systems.  Residents  of  Guam  and 
the  CNMI  who  receive  income  from  outside 
those  possessions  have  to  file  U.S.  tax  re- 
turns. The  United  States  collects  the  tax  on 
that  nonpossession  income,  but  transfers 
the  money  to  the  possession  where  the  tax- 
payer resides.  For  the  purpose  of  the  U.S. 
30-percent  withholding  tax.  the  bill  modifies 
the  anti-conduit  rule  for  Guam  and  the 
CNMI  in  the  same  manner  as  modified  for 
the  Virgin  Islands. 

For  American  Samoa,  Guam,  and  the 
CNMI.  the  House  bill  implements  anti- 
abuse  provisions  to  prevent  the  use  of  cor- 
porations in  these  possessions  to  avoid  U.S. 
tax.  It  applies  anti-abuse  rules  to  individuals 
resident  in  a  possession.  It  coordinates  taxes 
among  these  possessions  and  provides  for 


exchange  of  information  between  each  pos- 
session and  the  United  States.  Each  posses- 
sion would  receive  taxes  withheld  on  com- 
pensation of  U.S.  Government  personnel 
stationed  there,  or  taxes  paid  to  the  United 
States  by  civilian  employees  resident  in  the 
posession. 

The  House  bill  provides  that  interest 
income  on  U.S.  Government  obligations 
held  by  the  Bank  of  Guam  is  treated  as  not 
effectively  connected  with  the  conduct  of  a 
U.S.  trade  or  business. 

The  non-V.I.  provisions  of  the  House  bill 
are  generally  effective  for  taxable  years  be- 
ginning after  1985.  but  only  if  (and  so  long 
as)  an  agreement  is  in  effect  between  a  pos- 
session and  the  United  States  to  coordinate 
the  U.S.  and  possession  tax  systems.  The 
provision  concerning  the  Bank  of  Guam  is 
effective  for  taxable  years  beginning  after 
November  16.  1985. 

Senate  Amendment 

The  Senate  amendment  is  generally  the 
same  as  the  House  bill,  but  it  contains  modi- 
fications specified  below. 

The  Senate  amendment  allows  reduction 
of  V.I.  tax  on  non-U.S..  non-V.I.  income  of 
V.I.  corporations  with  less  than  10  percent 
U.S.  ownership. 

The  Senate  amendment  is  generally  effec- 
tive for  taxable  years  beginning  after  1986, 
but  only  if  (and  so  long  as)  an  agreement  is 
in  effect  between  a  possession  and  the 
United  States  to  coordinate  the  U.S.  and 
possession  tax  systems.  If  an  implementing 
agreement  is  not  in  place  within  one  year 
after  enactment.  Treasury  is  to  report  on 
the  status  of  negotiations.  The  provision 
concerning  the  Bank  of  Guam  is  effective 
for  taxable  years  beginning  after  Novem- 
ber 16,  1985.  Repeal  of  the  V.I.  inhabitant 
rule  applies  to  all  open  years. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  modifica- 
tions described  below. 

The  conferees  express  the  desire  that  the 
Secretary  of  the  Treasury  consult  as  appro- 
priate with  officials  of  the  Virgin  Islands  in 
formulating  regulations  for  purposes  of  de- 
termining tax  liability  incurred  to  the 
Virgin  Islands.  In  adopting  the  Senate  pro- 
vision allowing  reduction  of  V.I.  tax  on  non- 
U.S..  non-V.I.  income  of  V.I.  corporations 
with  le.ss  than  10  percent  U.S.  ownership, 
the  conferees  do  not  intend  that  other  U.S. 
possessions  offer  tax  advantages  to  non-U.S. 
investors  beyond  those  available  in  the 
Virgin  Islands.  The  agreement  does  not 
allow  the  Virgin  Islands  to  reduce  or  rebate 
tax  on  non-V.I.  income  of  local  individuals. 
The  conference  agreement  eliminates 
from  the  definition  of  wages  subject  to 
withholding  (under  Code  sec.  3401)  any  re- 
muneration paid  for  services  for  the  United 
States  or  any  U.S.  agency  within  a  U.S.  pos- 
session to  the  extent  the  United  States  or 
the  agency  withholds  taxes  on  that  remu- 
neration pursuant  to  an  agreement  with  the 
possession.  Under  present  law.  the  United 
States  must  withhold  on  payments  to  U.S. 
employees  working  in  certain  possessions 
even  though  the  possession  rather  than  the 
United  States  is  entitled  to  tax  on  those 
payments.  At  the  end  of  the  year,  the 
United  States  refunds  the  withheld 
amounts  to  the  taxpayer,  who  is  then  to  sat- 
isfy his  or  her  liability  to  the  possession. 
This  provision  of  the  conference  agreement 
allows  the  United  States  and  its  agencies 
not  to  withhold  for  the  account  of  the  U.S. 
government  on  income  the  tax  on  which  is 
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due  to  a  possession  so  long  as  the  payor 
withholds  for  the  account  of  the  possession. 
The  repeal  of  the  Virgin  Islands  inhabit- 
ant rule  applies  to  taxable  years  beginning 
after  1986.  With  respect  to  income  other 
than  income  from  V.I.  sources  or  income 
that  is  effectively  connected  with  a  V.I. 
trade  or  business,  it  applies  (with  targeted 
exceptions)  to  any  income  derived  in  any 
prel987  taxable  year  for  which  (on  the  date 
of  enactment)  the  assessment  of  a  deficien- 
cy of  income  tax  is  not  barred  by  any  law  or 
rule  of  law.  To  the  extent  that  the  Virgin  Is- 
lands either  collects  tax  by  the  date  of  en- 
actment or.  pursuant  to  an  assessment 
issued  by  August  16.  1986.  collects  tax  by 
January  1.  1987.  on  non-V.I.  source,  non-V.I. 
effectively  connected  income  of  a  V.I.  inhab- 
itant that  is  subject  to  U.S.  tax  for  pre- 1987 
taxable  years,  that  V.I.  tax  is  to  be  credita- 
ble against  the  U.S.  tax  liability  on  that 
income.  To  the  extent  that  that  V.I.  tax  is 
imposed  on  U.S.  income,  it  is  to  be  credita- 
ble against  U.S.  tax  on  that  particular 
income  notwithstanding  the  general  limita- 
tions on  the  foreign  tax  credit. 

The  agreement  makes  it  clear  that  the 
possessions  cannot  discriminate  against  U.S. 
corporations  (as  well  as  U.S.  citizens  or  resi- 
dents) or  similar  persons  from  other  posses- 
sions. In  the  event  that  any  one  of  the  con- 
templated implementing  agreements  be- 
tween the  United  States  and  these  posses- 
sions is  not  executed  within  a  year  of  enact- 
ment, the  conference  agreement  specifies 
that  the  House  Committee  on  Interior  and 
Insular  Affairs  (in  addition  to  the  House 
Committee  on  Ways  and  Means  and  the 
Senate  Committee  on  Finance)  is  to  receive 
the  Secretary's  report  on  the  status  of  nego- 
tiations and  the  reasons  for  not  executing 
the  agreement. 

The  agreement  provides  that  a  U.S. 
person  who  becomes  a  resident  of  Guam, 
American  Samoa,  or  the  Northern  Mariana 
Islands  is  to  pay  tax  to  the  United  States  on 
U.S.  source  income,  income  effectively  con- 
nected with  a  U.S.  trade  or  business,  and 
gains  from  sales  of  certain  as.sets  with  a  U.S. 
connection  for  the  lO-year  period  beginning 
when  that  person  became  a  resident.  This 
provision  applies  to  income  earned  after 
1985.  This  provision  makes  it  clear,  for  ex- 
ample, that  a  U.S.  person  who  moves  to  one 
of  these  possessions  while  holding  appreci- 
ated stock  of  a  U.S.  corporation  and  who 
sells  the  stock  during  1986  cannot  contend 
that  the  income  from  that  sale  is  non-U. S. 
source  income  the  tax  on  which  a  possession 
is  free  to  reduce  or  rebate.  The  agreement 
grants  regulatory  authority  to  provide  ex- 
ceptions to  this  rule  in  cases  where  the  Sec- 
retary determines  that  adequate  tax  will  be 
collected.  The  conferees  do  not  intend  that 
any  regulatory  exception  contain  a  subjec- 
tive standard  considering  a  taxpayer's 
intent. 

TITLE  Xlir.  TAX-EXE.MPT  BONDS 
A.  General  Restrictions  on  Tax  Exemption 
Present  Law 
General  rule 

Interest  on  bonds  issued  by  or  on  behalf 
of  State  or  local  governments,  the  proceeds 
of  which  are  to  be  used  to  finance  oper- 
ations of  such  governments,  is  exempt  from 
tax  under  Code  section  103. 
Trade  or  business  use  and  security  interest 
tests 

Subject  to  certain  exceptions,  interest  on 
State  and  local  government  bonds  is  taxable 
if  the  bonds  are  industrial  development 
bonds  (IDBs).  IDBs  are  bonds  which  are 
part  of  an  issue— 


(1)  more  than  25  percent  of  the  proceeds 
of  which  are  to  be  used  in  a  trade  or  busi- 
ness of  a  person  other  than  a  State  or  local 
government  or  .section  501(c)(3)  organiza- 
tion (the  "trade  or  business  use  "  test),  and 

(2)  more  than  25  percent  of  the  principal 
or  interest  on  which  are  secured  by  or  to  be 
derived  from  money  or  property  to  be  used 
in  such  a  trade  or  business  (the  "security  in- 
terest" test). 

Use  pursuant  to  certain  management  con- 
tracts 

The  determination  of  whether  use  pursu- 
ant to  a  management  contract  is  treated  as 
private  trade  or  business  use.  for  purposes 
of  determining  whether  a  bond  is  an  IDB.  is 
made  on  a  facts  and  circumstances  basis. 
The  Treasury  Department  has  stated  that, 
under  certain  conditions,  it  will  issue  an  ad- 
vance ruling  that  a  facility  managed  by  a 
private  management  company  is  not  consid- 
ered to  be  used  in  that  company's  trade  or 
business.  Under  these  guidelines,  such  a 
ruling  will  be  issued  if— 

(1)  the  management  services  are  provided 
for  a  reasonable,  periodic  flat  fee,  under  a 
contract  not  exceeding  5  years'  duration  (in- 
cluding renewal  options),  with  the  exempt 
owner  having  the  option  to  cancel  the  con- 
tract (Without  penalty)  at  the  end  of  any  2- 
year  period,  or 

(2)  in  the  case  of  certain  newly  operation- 
al facilities,  compen.sation  is  based  on  a  per- 
centage of  gross  revenues  from  the  facility, 
for  a  period  which  generally  may  not  exceed 
one  year. 

To  qualify  under  (1)  or  (2)  above,  the 
owner  of  the  facilities  and  the  management 
company  must  not  be  subject  to  common 
control,  with  allowances  for  de  minimis 
cases.' 

Related  use  restriction 

Except  for  the  IDB  requirements  and  the 
private  loan  restriction  (described  below), 
present  law  does  not  specifically  require 
that  private  use  of  bond  proceeds  be  related 
to  governmental  use  of  facilities  also  fi- 
nanced with  the  bonds. 
Prix-ate  loan  restriction 

Interest  on  private  loan  bonds  also  is  tax- 
able. Private  loan  bonds  are  bonds  which 
arc  part  of  an  issue  5  percent  or  more  of  the 
proceeds  of  which  are  to  be  used  to  finance 
direct  or  indirect  loans  to  pensons-  other 
than  a  State  or  local  government  or  section 
501(c)(3)  organization.  Exceptions  to  the 
private  loan  bond  restriction  are  provided 
for  (1)  IDBs.  mortgage  subsidy  bonds,  and 
student  loan  bonds  for  which  tax-exemption 
specifically  is  provided  in  the  Code:  (2)  ex- 
cluded loans,  i.e.,  certain  loans  (other  than 
for  use  in  a  trade  or  business)  to  finance 
governmental  taxes  or  assessments  of  a  gen- 
eral nature  and  for  an  es.sential  governmen- 
tal function;  and  (3)  bonds  issued  as  part  of 
a  specified  veterans'  land  bond  program  and 
a  small  scale  energy  conservation  and  re- 
newable resource  loan  program  authorized 
by  section  243  of  the  Crude  Oil  Windfall 
Profit  Tax  Act  of  1980.  ^ 


'  Similar  principles  arr  applied  in  determining 
whether  advance  ruhngs  will  be  i.s.siied  where  bond 
financed  hospitals  or  similar  facilities  are  used  by 
nonexempl  persons  other  than  employees  (e.g..  use 
of  public  or  private  charitable  hospitals  by  private 
physicians). 

-The  exception  for  the  veterans'  land  program  is 
limited  to  bonds  issued  befon  March  15.  1987. 


Bonds  for  volunteer  fire  departments 

Certain  volunteer  fire  departments  are 
treated  as  qualified  issuers  of  lax-exempt 
bonds. 

House  Bill 
General  rule 

As  under  present  law,  interest  on  bonds  to 
finance  operations  of  governmental  units  is 
exempt  from  tax. 

Trade  or  business  use  and  private  loan  tests 
Under  the  Hou.se  bill,  interest  on  nones- 
sential function  bonds  issued  by  State  and 
local  governments  is  taxable.  Bonds  are 
nonessential  function  bonds  if— 

(1)  an  amount  equal  to  or  exceeding  the 
lesser  of  10  percent  or  $10  million  of  the 
bond  proceeds  is  to  be  used  in  a  trade  or 
business  of  a  person  other  than  a  State  or 
local  government,  or 

(2)  an  amount  equal  to  or  exceeding  the 
lesser  of  5  percent  or  $5  million  of  the  bond 
proceeds  is  to  be  used  to  make  or  finance 
direct  or  indirect  loans  to  persons  other 
than  States  and  local  governments. 

Exceptions  to  the  revised  private  loan  re- 
striction (item  (2)  above)  are  provided  for 
( 1 )  nonessential  function  bonds  used  to  fi- 
nance certain  specified  facilities,  loans,  and 
other  activities:  (2)  excluded  loans,  defined 
as  under  present  law  but  clarified  to  include 
loans  to  persons  engaged  in  a  trade  or  busi- 
ness: and  (3)  bonds  issued  as  part  of  the 
Texas  Veterans'  Land  Bond  Program,  which 
may  be  ,  i.ssued  as  nonessential  function 
bonds  without  any  sunset  date. 

Use  pursuant  to  certain  management  con- 
tracts 

The  House  bill  retains  the  present  law 
rules  relating  to  management  contracts. 

Use  pursuant  to  certain  cooperative  re- 
search agreements 

The  House  bill  provides  that  use  of  bond- 
financed  research  facilities  at  governmental 
and  section  501(c)(3)  universities  by  private 
businesses  is  not  treated  as  a  trade  or  busi- 
ness use  if  the  use  is  pursuant  to  certain  co- 
operative research  agreements  pursuant  to 
which  title  to  and  control  of  any  resulting 
patents  rests  exclusively  with  the  university 
rather  than  the  private  business.  Under  this 
special  rule,  control  is  not  treated  as  resting 
exclusively  with  the  university  if  the  re- 
search arrangement  provides  for  use  of  re- 
sulting patents  by  participating  private  busi- 
nes-ses  in  advance  of  development  of  the 
product  which  is  the  subject  of  the  patent. 

Bonds  for  volunteer  fire  departments 

The  special  exception  treating  certain  vol- 
unteer fire  departments  as  qualified  issuers 
of  tax-exempt  bonds  is  deleted:  rather  these 
bonds  must  be  issued  as  small-issue  bonds. 

Senate  Amendment 

General  rule 

As  under  present  law.  interest  on  State 
and  local  government  bonds  to  finance  oper- 
ations of  such  governmental  units  is  exempt 
from  tax  under  Code  Section  103. 
Trade  or  business  use  and  security  interest 
tests 

Interest  on  State  and  local  government 
bonds  is  taxable  if  the  bonds  are  IDBs,  de- 
fined generally  as  under  present  law.  The 
amendment  clarifies  that  direct  or  indirect 
payments  made  by  a  person  other  than  a 
governmental  unit  or  section  501(c)(3)  orga- 
nization with  respect  to  the  use  of  bond  pro- 
ceeds may  satisfy  the  security  interest  test 
for  determining  whether  an  issue  is  an  issue 
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of  IDBs.  whether  or  not  formally  pledged  as 
security  for  the  issue. 

Use  pursuant  to  certain  management  con- 
tracts 

The  Senate  amendment  directs  the  Treas- 
ury Department  to  liberalize  its  advance 
ruling  guidelines  to  provide  that  use  pursu- 
ant to  management  contracts  not  exceeding 
5  years  is  not  treated  as  private  trade  or 
business  use  as  long  as  (1)  compensation  is 
not  based  on  a  share  of  net  profits,  and  <2) 
the  exempt  owner  of  the  bond-financed  fa- 
cility has  the  option  to  cancel  the  contract, 
without  penalty,  at  the  end  of  any  3-year 
period. 

Use  pursuant  to  certain  cooperative  re- 
search agreements 

The  Senate  amendment  follows  the  House 
bill  with  two  jnodifications.  First,  the 
amendment  clarifies  that  universities  may 
enter  into  agreements  permitting  exclusive 
use  of  resulting  patents  with  participating 
private  businesses  provided  the  private  busi- 
ness pays  a  fair  market  price  for  use  of  the 
patent.  Second,  the  amendment  provides 
that  the  university  may  permit  sponsoring 
private  businesses  to  use  resulting  patents 
without  charge,  provided  the  use  is  on  a 
nonexclusive  basis. 

Related  use  restriction 

The  Senate  amendment  provides  that  if 
private  trade  or  business  use  of  bond  pro- 
ceeds exceeds  5  percent,  any  excess  must  be 
related  to  the  governmental  use  also  being 
financed  with  the  proceeds  of  the  issue. 

Private  loan  restriction 

The  Senate  amendment  retains  the 
present-law  private  loan  restriction.  A  fur- 
ther exception  is  also  added  for  the  Iowa  In- 
dustrial New  Jobs  Training  Program,  sub- 
ject to  a  $100  million  ceiling  on  outstanding 
bonds. 

Bonds  for  volunteer  fire  departments 

The  present-law  treatment  of  certain  vol- 
unteer fire  departments  as  qualified  issuers 
of  tax-exempt  tx>nds  is  retained. 

Conference  Agreement 
OvervietD 

Like  the  House  bill,  the  conference  agree- 
ment reorganizes  and  amends  the  present- 
law  rules  governing  tax-exemption  for  inter- 
est on  obligations  issued  by  or  on  behalf  of 
qualified  governmental  units.  As  part  of  this 
reorganization,  the  present-law  rules  con- 
tained in  Code  sections  103  and  103A  are  di- 
vided, by  topic,  into  11  Code  sections  (.sees. 
103  and  141-150).  The  conferees  intend  that, 
to  the  extent  not  amended,  all  principles  of 
present  law  continue  to  apply  under  the  re- 
organized provisions."  As  under  both  the 
House  bill  and  the  Senate  amendment,  in- 
terest on  bonds.*  the  proceeds  of  which  are 


'  As  under  present  law.  interest  on  certain  bonds 
authorized  under  non-Code  provisions  of  law  is  lax 
exempt  under  Code  .section  103  if  the  authorizinK 
legislation  was  enacted  before  January  1.  1984.  and 
the  bonds  comply  with  all  appropriate  Code  re 
quirements.  The  appropriate  Code  requirements  in- 
clude all  requirements  that  apply  to  Code  bonds 
with  respect  to  which  the  u.se  of  t)ond  proceeds  is 
comparable,  including,  but  not  limited  to,  the  new- 
private  activity  bond  volume  limitation,  the  arbi- 
trage rules,  the  information  reporting  require- 
ments, the  limitation  on  bond-financing  of  costs  of 
issuance,  and  the  restrictions  on  i.ssuance  of  tax- 
exempt  bonds  for  certain  .specified  activities. 

•  Under  these  rules,  the  term  bond  also  includes 
debt  obligations  of  a  qualified  governmental  unit 
that  do  not  involve  the  formal  issuance  of  a  bond  or 
note.  For  example,  installment  purchase  agree- 
ments, finance  leases,  and  other  evidences  of  debt 


used  to  finance  operations  of  State  or  local 
governmental  units,  is  tax  exempt  under 
Code  section  103  without  regard  to  many  of 
the  restrictions  that  apply  to  bonds  used  to 
benefit  other  persons,'"  Interest  on  State 
and  local  government  bonds  is  taxable  if  the 
bonds  are  private  activity  bonds  unless  a 
specific  exception  is  included  in  the  Code. 

An  issue  is  an  issue  of  private  activity 
bonds  if  ( 1 )  a  trade  or  business  use  and  secu- 
rity interest  test  (similar  to  the  present-law 
IDB  tests)  or  (2)  a  private  loan  restriction  is 
satisfied,"  The  conference  agreement  also 
adopts  the  Senate  amendment's  related  use 
requirement,  with  technical  modifications, 
described  below. 

Private  activity  bonds  qualifying  for  tax- 
exemption  include  exempt-facility  bonds, 
qualified  mortgage  bonds  and  qualified  vet- 
erans' mortgage  bonds,  qualified  small-issue 
bonds,  qualified  redevelopment  bonds,  quali- 
fied student  loan  bonds,  qualified  501(c)<3) 
bonds,  and  bonds  issued  under  three  specifi- 
cally described  programs,' 

Exempt-facility  bonds  are  bonds  issued  to 
finance  airports,  docks  and  wharves,  mass 
commuting  facilities,  water  facilities,  sewage 
disposal  facilities,  solid  waste  disposal  facili- 
ties, qualified  residential  rental  projects, 
qualified  hazardous  waste  facilities,  facili- 
ties for  the  local  furnishing  of  electricity  or 
gas.  or  local  district  heating  or  cooling  facili- 
ties. All  facilities  financed  with  such  bonds 
must  satisfy  a  public  use  requirement. 

The  conferees  recognize  that  section 
501(c)(3)  organizations  typically  perform 
functions  which  governments  would  other 
wise  have  to  undertake.  The  use  of  the  terra 
private  activity  bond  to  classify  the  obliga- 
tions of  section  501(c)(3)  organizations  in 
the  Internal  Revenue  Code  of  1986  in  no 
way  connotes  any  absence  of  public  purpose 
associated  with  their  issuance.  Thus,  the 
conferees  intend,  and  the  statute  requires, 
that  any  future  change  in  legislation  appli- 
cable to  private  activity  bonds  generally 
shall  apply  to  qualified  501(c)(3)  bonds  only 
if  expressly  provided  in  such  legislation. 

Trade  or  business  use  and  security  interest 
tests 

In  general 

Under  the  conference  agreement,  an  issue 
is  an  issue  of  private  activity  bonds  if— 

(1)  an  amount  exceeding  10  percent  of  the 
proceeds "  are  to  be  used  (directly  or  indi- 


issued  pursuant  to  the  borrowing  power  of  a  quali 
fied  governmental  unit  are  treated  as  bonds. 

The  conference  agreement  continues  the 
present  law  rule  allowing  bonds  to  be  is,sued  either 
by  or  on  behalf  of  qualified  governmental  units. 
See.  e.g..  Rev.  Rul.  63-20.  1963  2.  C.B.  397. 

'The  term  loan  is  a  sub.set  of  the  term  use.  so  a 
u.se  ari,ses  in  every  case  where  a  loan  i,s  present.  A 
private  loan  bond  may  not  .satisfy  the  trade  or  busi 
ness  u.se  and  security  interest  tests,  however,  in 
cast's  where  the  private  u.se  totals  no  more  than  10 
percent  of  bond  proceeds  or  is  made  to  an  individ- 
ual not  engaged  in  a  trade  or  business. 

■The  three  programs  are  the  Texas  Veterans' 
Land  Bond  Program  I  with  the  pre.sent  law  sunset 
deleted),  the  Oregon  Small  Scale  Energy  Con.serva 
lion  and  Renewable  Re.souree  Loan  Program,  and 
the  Iowa  Industrial  New  Jobs  Training  Program  As 
with  other  private  activity  bonds.  95  percent  or 
more  of  the  proceeds  of  these  private  activity  bonds 
must  be  u.sed  for  the  exempt  purpo.se  of  the  bor- 
rowing, no  more  than  2  percent  of  bond  proceeds 
may  be  used  to  finance  certain  costs  of  issuance 
(described  below),  and  the  bonds  are  subject  to  the 
new  State  private  activity  bond  volume  limitations. 

"  In  determining  the  amount  of  proceeds  for  this 
purpo.se,  co.sts  of  i.ssuance  and  amounts  inve.sled  in 
a  reserve  or  replacement  fund  are  allocated  be- 
tween  the  governmental  use  and  private  use  por- 
tions of  the  issue. 


rectly)  in  any  trade  or  business  carried  on 
by  any  person  other  than  a  governmental 
unit,  and 

(2)  more  than  10  percent  of  the  payment 
of  principal  or  interest  on  the  issue  is  to  be 
made  (directly  or  indirectly,  and  whether  or 
not  to  the  issuer)  with  respect  to  such  a 
trade  or  business  use  of  the  bond  proceeds, 
or  is  otherwise  secured  by  payments  or 
property  used  in  a  trade  or  business. 

Trade  or  business  use  test 

The  conference  agreement  generally  re- 
tains the  present-law  rules  under  which  use 
by  persons  other  than  governmental  units  is 
determined  for  purposes  of  the  trade  or 
business  use  test.  Thus,  as  under  present 
law,  the  use  of  bond-financed  property  is 
treated  as  use  of  bond  proceeds,'  As  under 
pres'  nt  law,  a  person  may  be  a  user  of  bond 
proceeds  and  bond-financed  property  as  a 
result  of  (1)  ownership  or  (2)  actual  or  bene- 
ficial use  of  property  pursuant  to  a  lease,  a 
management  or  incentive  payment  contract, 
or  (3)  any  other  arrangement  such  as  a 
take-or-pay  or  other  output-type  contract. 
Use  on  the  same  basis  as  the  general  public 
(including  use  as  an  industrial  customer)  is 
not  taken  into  account.  However,  trade  or 
business  use  by  all  persons  on  a  basis  differ- 
ent from  the  general  public  is  aggregated  in 
determining  if  the  10-percent  threshold  for 
being  a  private  activity  bond  is  satisfied. 

For  purposes  of  the  trade  or  business  use 
test,  all  activities  of  section  501(c)(3)  organi- 
zations, the  Federal  Government  (including 
its  agencies  and  instrumentalities),  and 
other  nongovernmental  persons  who  are  not 
natural  persons  are  treated  as  trade  or  busi- 
ness activities,'" 

Security  interest  test 

The  conference  agreement  adopts  the 
Senate  amendment's  security  interest  test, 
with  technical  modifications.  Under  the  re- 
vised security  interest  test,  both  direct  and 
indirect  payments  made  by  any  person 
(other  than  a  governmental  unit)  who  is 
treated  as  using  the  bond  proceeds  are 
counted.  Such  payments  are  counted  wheth- 
er or  not  they  are  formally  pledged  as  secu- 
rity or  are  directly  used  to  pay  debt  service 
on  the  bonds.  Similarly,  payments  to  per- 
sons other  than  the  issuer  of  the  bonds  may 
be  considered.  For  example,  payments  made 
by  a  lessee  of  bond-financed  property  to  a 
redevelopment  agency  are  considered  under 
the  test  even  though  the  city,  as  opposed  to 
the  redevelopment  agency,  actually  issues 
the  bonds. 

Revenues  from  generally  applicable  taxes 
are  not  treated  as  payments  for  purposes  of 
the  security  interest  test;  however,  special 
charges  imposed  on  persons  satisfying  the 
use  test  (but  not  on  members  of  the  public 
generally)  are  so  treated  if  the  charges  are 
in  substance  fees  paid  for  the  use  of  bond 
proceeds. 

For  example,  where  bonds  are  used  to  ac- 
quire land  that  is  to  be  sold  for  redevelop- 
ment to  private  persons,  amounts  paid  by 
those  persons  for  the  land  are  payments  for 
purposes  of  the  security  interest  test,  even 
though  incremental  tax  revenues  are  the 
stated  security  for  the  bonds.  Similarly,  if  a 
facility  is  leased  to  a  nongovernmental  user 


'  Similarly,  use  of  bond  proceeds  is  treated  as  use 
of  bond-financed  property. 

'"  The  conferees  intend  that  use  of  bond  proceeds 
by  the  Bonneville  Power  Administration  be  treated 
as  use  by  a  governmental  unit  to  the  extent  that 
BPA  is  treated  as  an  exempt  person  under  a  transi- 
tional exception  contained  in  present  Treasury  reg- 
ulations, section  1.103-7(bl(2)<iii). 
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and  receipts  from  a  special  user  tax  are  for- 
mally pledged  as  security,  lease  payments 
from  the  private  user  are  considered  for 
purposes  of  the  security  interest  test,  even 
if  the  user  tax  revenues  (rather  than  the 
lease  or  other  payments)  comprise  the 
direct  source  for  repayment  of  the  bonds. 

Use  pursuant  to  certain  manageTnent  con- 
tracts 

The  conference  agreement  follows  the 
Senate  amendment's  directive  to  the  Treas- 
ury Department  to  liberalize  its  advance 
ruling  guidelines  on  treatment  of  nongov- 
ernmental use  pursuant  to  certain  manage- 
ment contracts,  with  a  modification.  Under 
the  agreement.  Treasury  is  directed  to 
modify  its  advance  ruling  guidelines  to  pro- 
vide that  use  pursuant  to  management  con- 
tracts not  exceeding  five  years  (including  re- 
newal options)  is  not  treated  as  private 
trade  or  business  use  if— 

(1)  at  least  50  percent  of  the  compensa- 
tion to  any  manager  other  than  a  govern- 
mental unit  is  on  a  periodic,  fixed-fee  basis; 

(2)  no  amount  of  compensation  is  based  on 
a  share  of  net  profits;  and 

(3)  the  governmental  unit  owning  the  fa- 
cility may  terminate  the  contract  (without 
penalty)  at  the  end  of  any  three  year 
period." 

Except  for  the  specific  changes  indicated, 
the  conferees  do  not  intend  Treasury  to 
alter  the  present-law  advance  ruling  guide- 
lines and  regulations  for  determining  when 
nongovernmental  use  is  disregarded  for  pur- 
poses of  the  trade  or  business  use  test  or  to 
limit  the  Treasury  Departments  authority 
to  determine  what  constitutes  (or  does  not 
constitute)  a  use  of  bond  proceeds. 

Use  pursuant  to  certain  cooperative  re- 
search agreements 

The  conference  agreement  follows  the 
Senate  amendment  on  treatment  of  private 
use  under  certain  cooperative  research 
agreements,  with  a  clarification  that  the 
amount  charged  participating  private  busi- 
nesses for  the  use  of  patents  or  other  result- 
ing technology  must  be  determined  at  the 
time  the  patent  or  technology  is  available 
for  use.  As  under  the  House  bill  and  Senate 
amendment,  private  use  pursuant  to  re- 
search agreements  not  satisfying  the  re- 
quirements of  the  conference  agreement  is 
counted  for  purposes  of  the  trade  or  busi- 
ness use  and  security  interest  tests  and  the 
private  loan  restriction  (if  the  use  in  sub- 
stance involves  a  loan). 
Special  rule  for  certain  output  faciiities 

In  general 

The  conference  agreement  provides  a  spe- 
cial limit  on  bond-financing  for  output  fa- 
cilities used  by  persons  other  than  govern- 
mental units  or  members  of  the  general 
public.  In  the  case  of  bonds  5  percent  or 
more  of  the  proceeds  of  which  are  to  be 
used  to  finance  output  (e.g..  power  but  not 
water)  projects  such  as  electric  and  gas  gen- 
eration, transmission,  and  related  facilities, 
the  maximum  amount  of  bond-financing 
that  may  be  used  by  nongovernmental  per- 
sons on  a  basis  other  than  as  a  member  of 
the  general  public  and  by  governmental 
units  is  $15  million. '^  Thus,  with  respect  to 


any  issue  used  to  finance  an  output  facility 
or  related  facilities,  the  amount  of  bond 
proceeds  used  by  persons  other  than  govern- 
mental units  may  not  exceed  the  lesser  of  10 
percent  or  $15  million  of  the  proceeds.'^  Ad- 
ditionally, in  determining  whether  the  $15 
million  limit  is  exceeded,  all  outstanding 
prior  issues  issued  with  respect  to  a  project 
are  counted.'*  Application  of  this  restriction 
may  be  illustrated  by  the  following  exam- 
ples: 

Example  7.— Assume  that  a  single  issue  of 
tax-exempt  bonds  is  contemplated  to  fi- 
nance the  acquisition  of  an  electric  generat- 
ing facility  for  $500  million.  Assume  further 
that  10  percent  of  the  output  of  the  facility 
will  be  sold  to  an  investor-owned  utility 
under  an  output  contract.  The  maximum 
amount  of  tax-exempt  financing  that  may 
be  provided  for  the  acquisition  is  $465  mil- 
lion (i.e..  $450  million  for  the  90  percent  of 
the  facility  that  is  governmentally  used,  and 
$15  million  for  the  private  use  portion). 

Example  2.— Alternatively,  assume  that 
the  facility  in  Example  1.  is  financed  with 
four  bond  issues.  Assume  further  that  the 
first  issue  is  for  $100  million.  The  maximum 
private  use  portion  for  this  issue  is  $10  mil- 
lion (10  percent  of  the  issue).  Assume  a 
second  issue  of  $150  million  with  respect  to 
the  facility.  The  maximum  permitted  pri- 
vate use  portion  for  the  second  issue  is  $5 
million  ($15  million  less  the  $10  million  pri- 
vate use  portion  of  the  first  issue).  For  all 
subsequent  issues  for  the  facility,  no  private 
use  financing  would  be  permitted. 

Use  pursuant  to  certain  pooling  and  ex- 
change arrangements  and  certain  spot 
sales  of  output  capacity 

The  conferees  wish  to  clarify  that  certain 
power  pooling  and  exchange  arrangements 
and  certain  spot  sales  of  output  capacity  are 
treated  as  sales  to  the  general  public  under 
the  trade  or  business  use  and  security  inter- 
est tests.  The  conferees  intend  that  the 
presence  of  a  nongovernmental  person 
acting  solely  as  a  conduit  for  exchange  of 
power  output  among  governmentally  owned 
and  operated  utilities  is  to  be  disregarded  in 
determining  whether  the  trade  or  business 
and  security  interest  tests  are  satisfied.  In 
addition,  exchange  agreements  that  provide 
for  'swapping"  of  power  between  govern- 
mentally  owned  and  operated  utilities  and 
investor-owned  utilities  do  not  in  any  event 
give  rise  to  trade  or  business  use  where  (1) 
the  'swapped  "  power  is  in  approximately 
equivalent  amounts  determined  over  periods 
of  1  year  or  less.  (2)  the  power  is  swapped 
pursuant  to  an  arrangement  that  does  not 
involve  output-type  contracts,  and  (3)  the 
purpose  of  the  agreements  is  to  enable  the 
respective  utilities  to  satisfy  differing  peak 
load  demands  or  to  accommodate  temporary 
outages. 

The  conference  agreement  further  pro- 
vides that  spot-sales  of  excess  power  capac- 
ity for  temporary  periods,  other  than  by 
virtue  of  output  contracts  with  specific  pur- 
chasers, are  not  treated  as  trade  or  business 
use.  For  purposes  of  this  exception,  a  spot 
sale  is  a  sale  pursuant  to  a  single  agreement 
that  is  limited  to  no  more  than  30  days  du- 
ration. 


Related  use  restriction 

Under  the  conference  agreement,  the 
amount  of  private  use  financed  with  an 
issue  which  use  is  unrelated  to  a  governmen- 
tal use  also  being  financed  or  which  is  dis- 
proportionate to  a  related  governmental  use 
also  being  financed  may  not  exceed  5  per- 
cent of  the  proceeds.  If  the  sum  of  such  pri- 
vate use  for  an  issue  exceeds  5  percent  of 
the  net  proceeds  of  the  issue,  (and  a  5-per- 
cent security  interest  test,  determined  with 
respect  to  such  use  is  satisfied)  then  the  in- 
terest on  the  bonds  is  taxable.  The  determi- 
nation of  whether  a  private  use  is  related  to 
governmental  use  also  being  financed  with 
the  bond  proceeds  is  to  be  made  on  a  case- 
by-case  basis,  emphasizing  the  operational 
relationship  between  the  governmental  and 
nongovernmental  uses.  In  most— but  not 
all— cases,  this  will  result  in  a  related  pri- 
vate use  facility  being  located  within  or  ad- 
jacent to  any  governmental  facility  to  which 
it  is  related.  For  example,  a  newsstand  locat- 
ed in  a  courthouse  is  related  to  the  court- 
house, and  a  privately  operated  school  cafe- 
teria is  related  to  the  school  in  which  it  is 
located.  By  contrast,  the  use  of  6  percent  of 
school  bond  proceeds  to  build  an  adminis- 
trative office  building  for  a  catering  compa- 
ny that  operates  cafeterias  for  the  school 
system  is  not  a  related  use  of  bond  proceeds 
and  would  result  in  interest  on  the  bond 
issue  from  which  the  proceeds  are  derived 
being  taxable.  Similary.  office  space  for  law- 
yers engaged  in  the  private  practice  of  law  is 
not  related  to  financing  of  a  courthouse  or 
other  government  building. 

Private-use  financing  provided  with  bond 
proceeds  in  excess  of  the  unrestricted  5-per- 
cent portion  generally  may  not  be  dispro- 
portionate to  the  amount  of  bond  proceeds 
used  for  a  related  governmental  use.'*  The 
determination  of  whether  a.  private  use 
which  is  related  to  a  government  use  also 
being  financed  with  the  bond  proceeds  is 
disproportionate  to  the  government  use  to 
which  such  private  use  relates  is  determined 
by  comparing  the  amount  of  bond  proceeds 
used  for  the  related  private  and  government 
uses.  The  related  private  use  is  dispropor- 
tionate to  the  related  government  use  to  the 
extent  it  exceeds  such  use  in  amount.  Multi- 
ple, related  private  use  facilities  for  any  gov- 
ernment use  are  treated  as  one  facility  for 
purposes  of  this  rule."* 

The  related  use  restriction  may  be  illus- 
trated by  the  following  examples: 

Example  i.— Assume  County  X  issues  $20 
million  of  bonds  for  construction  of  a  new 
school  building  and  decides  to  use  $18.1  mil- 
lion of  the  proceeds  for  construction  of  the 
new  school  building  and  $1.9  million  of  the 
proceeds  for  construction  of  a  privately  op- 
erated cafeteria  in  the  county's  administra- 
tive office  building.  The  $1.9  million  of  pro- 
ceeds is  not  related  to  the  governmental  use 
(i.e..  school  construction)  being  financed 
with  the  bonds;  thus  interest  on  the  bonds 
is  taxable.  Had  County  X  limited  use  of 
bond  proceeds  for  the  privately  operated 
cafeteria  to  $1  million,  however,  the  related 
use  restriction  would  be  satisfied  since  the 
amount  of  unrelated  private  use  would  not 
have  exceeded  5  percent. 


' '  The  conferees  intend  that  similar  changes  will 
be  made  to  these  advance  ruling  guidelines  as  ap- 
plied to  qualified  501<cK3)  bonds.  See.  Rev.  Proc. 
82-15.  1982-1  C.B.  460. 

"  The  conference  agreement  directs  the  Treasury 
Department  to  modify  its  present  regulations 
(Treas.  reg.  .sec.  I.103-7(b)(5))  for  determining  the 
portion  of  an  output  facility  that  is  privately  used 
to  reflect  the  reduced  limits  on  such  use.  Specifical- 


ly. Treasury  is  directed  to  delete  the  special  excep- 
tion under  which  users  of  3  percent  or  less  of  the 
output  of  a  facility  are  disregarded  in  calculating 
whether  the  issue  satisfies  the  trade  or  business  use 
and  security  interest  test. 

''A  parallel  reduction  applies  to  the  security  in- 
terest test. 

"Issues  issued  before  September  1.  1986.  are 
counted  for  purposes  of  this  limit. 


'  ■■  Under  the  general  test  for  private  activity 
bonds,  all  private  use  financing  must  be  less  than 
10  percent  of  the  net  proceeds  of  the  issue. 

"■  If  the  sum  of  the  amount  of  unrelated  and  dis- 
proportionate related  private  use  for  an  issue  ex- 
ceeds 5  percent  of  the  proceeds  of  the  issue  (and  a 
5-percenl  security  interest  test,  determined  with  re- 
spect to  such  use  is  satisfied),  then  the  interest  on 
such  bonds  is  taxable. 
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Example  2.— Assume  City  Y  issues  $50  mil- 
lion of  bonds  for  construction  of  a  new- 
public  safety  building  ($32  million)  and  for 
improvements  to  an  existing  courthouse 
($15  million).  (The  maximum  private  use 
(related  and  unrelated)  portion  for  these 
bonds  may  not  exceed  $5  million,  and  the 
maximum  unrestricted  private  use  portion 
may  not  exceed  $2.5  million.)  Assume  fur- 
ther that  Y  decides  to  use  $3  million  of  the 
bond  proceeds  for  renovation  of  an  existing 
privately  operated  cafeteria  located  in  the 
courthouse.  If  there  is  no  other  private  use 
financed  with  the  bonds.  Y's  use  of  the  $3 
million  for  the  privately  operated  cafeteria 
satisfies  the  related  use  restriction.  These 
expenditures  are  treated  as  being  derived 
first  from  the  permitted  related  private  use 
portion  (up  to  $2.5  million),  and  then  from 
the  unrestricted  private  use  portion  ($0.5 
million). 

Example  3.— Assume  the  facts  of  Example 
2.  except  City  Y  decides  to  use  $1.5  million 
of  the  bond  proceeds  to  construct  a  private- 
ly operated  parking  garage  adjacent  to  it.s 
new  public  safety  building  (reducing  the 
proceeds  available  for  the  public  safety 
building  to  $30.5  million).  Under  these  facts, 
the  allocation  for  the  privately  used  court- 
house facilities  is  determined  as  in  Example 
2.  The  expenditures  for  the  public  safety 
building  parking  garage  are  treated  as  de- 
rived from  the  unrestricted  private  use  por- 
tion ($1.5  million)  since  the  entire  5-percent 
related  use  portion  for  the  issue  was  used 
for  the  courthouse  cafeteria.  Thus,  the  re- 
lated use  restriction  is  satisfied. 

Private  loan  restriction 

The  conference  agreement  follows  the 
House  bill's  limitation  on  the  amount  of 
bond  proceeds  that  may  be  used  to  make 
private  loans  to  an  amount  exceeding  the 
lesser  of  5  percent  or  $5  million  of  proceeds. 
As  under  the  House  bill,  the  restriction  ap- 
plies to  loans  to  all  persons  other  than  gov- 
ernmental units. 

The  agreement  retains  the  present-law  ex- 
ceptions to  the  private  loan  restriction  for 
all  private  activity  bonds  for  which  tax-ex- 
emption is  provided  specifically  in  the  Code, 
and  follows  the  House  bill  and  Senate 
amendment  clarifications  of  the  application 
of  the  excluded  loan  exception  for  specific 
essential  governmental  functions  to  permit 
indirect  loans  to  businesses  as  well  as  to 
nonbusiness  persons,  provided  the  loans  are 
available  on  an  equal  basis  to  both  business 
and  nonbusiness  borrowers. 

The  conferees  intend  that,  as  under 
present  law.  a  loan  may  arise  from  the 
direct  lending  of  bond  proceeds  or  may  arise 
from  transactions  in  which  indirect  benefits 
that  are  the  economic  equivalent  of  a  loan 
are  conveyed.  Thus,  the  determination  of 
whether  a  loan  is  made  depends  on  the  sub- 
stance of  a  transaction,  as  opposed  to  its 
form.  For  example,  a  lease  or  other  contrac- 
tual arrangement  (e.g.,  a  management  con- 
tract or  an  output  or  take-or-pay  contract) 
may  in  substance  constitute  a  loan,  even  if 
on  its  face,  such  an  arrangement  does  not 
purport  to  involve  the  lending  of  bond  pro- 
ceeds. However,  a  lease  or  other  deferred 
payment  arrangement  with  respect  to  bond- 
financed  property  that  is  not  in  form  a  loan 
of  bond  proceeds  generally  is  not  treated  as 
such  unless  the  arrangement  transfers  tax 
ownership  to  a  nongovernmental  person. 
Similarly,  an  output  or  management  con- 
tract with  respect  to  a  bond-financed  facili- 
ty generally  is  not  treated  as  a  loan  of  bond 
proceeds  unless  the  agreement  in  substance 
shifts  significant  burdens  and  benefits  of 


ownership  to  the  purchaser  or  manager  of 

the  facility. 

Volunteer  fire  departments 

The  conference  agreement  retains  the 
pre.sent  law  treatment  of  volunteer  fire  de- 
partment bonds  subject  to  a  requirement 
that  95  percent  or  more  of  the  net  proceeds 
be  used  for  qualified  purposes. 
Effective  dates 

Definition  of  private  acttvily  bond 

In  general.— As  provided  in  the  Joint 
Statements  on  Effective  Dates  of  March  14. 
1986.''  and  July  17.  1986,"  the  amendments 
to  the  definition  of  a  private  activity  bond 
generally  apply  to  bonds  (including  refund- 
ing bonds)  issued  on  or  after  September  1, 
1986.  This  includes  the  10  percent  trade  or 
business  use  test  (10  percent  or  $15  million, 
for  output  facilities);  the  5  percent  unrelat- 
ed u.se  limitation:  and  the  $5  million  limita- 
tion contained  in  the  amended  private  loan 
restriction.'' 

As  provided  in  the  Joint  Statements,  the 
September  1.  1986.  effective  date  does  not 
apply  to  bonds  which  under  present  law  are 
(1)  industrial  development  bonds  (IDBs).  (2) 
bonds  that  would  be  IDBs.  treating  section 
501(c)(3)  organizations  as  private  persons 
engaged  in  trades  or  businesses.  (3)  student 
loan  bonds.  (4)  mortgage  revenue  bonds,  or 
(5)  other  private  (  "consumer")  loan  bonds 
for  which  tax-exemption  is  permitted.  With 
respect  to  these  bonds,  these  provisions  of 
the  conference  agreement  generally  are  ef- 
fective for  bonds  (including  refunding 
bonds)  issued  after  August  15.  1986. 

Modification  of  security  interest  test.— 
The  amendments  to  the  security  interest 
test,  to  clarify  that  the  test  takes  into  ac- 
count both  direct  and  indirect  payments 
made  by  users  of  bond-financed  property 
(whether  or  not  formally  pledged),  apply  to 
bonds  (including  refunding  bonds)  issued 
after  August  15.  1986. 

Use  pursuant  to  certain  management  con- 
tracts.—The  direction  to  the  Treasury  De- 
partment to  modify  its  advance  ruling 
guidelines  with  respect  to  private  u.se  pursu- 
ant to  certain  management  contracts  is  ef- 
fective on  the  date  of  enactment. 

Use  pursuant  to  certain  cooperative  re- 
search agreements.— The  provisions  regard- 
ing use  pursuant  to  certain  cooperative  re- 
search agreements  generally  apply  to  bonds 
(including  refunding  bonds)  issued  after 
August  15.  1986. 

Transitional  exceptions 

The  conference  agreement  includes  three 
generic  transitional  exceptions  to  the 
amendments  to  the  definition  of  private  ac- 
tivity bonds  (including  the  modification  of 
the  security  interest  test).=" 


"  Joint  Slatement  by  Tht  Honorablf  Dan  Ros 
tenkow.ski  iD..  111).  Chairman.  Committee  on  Way.s 
and  Means,  The  Honorable  Bob  Packwood  (R.. 
Ore.).  Chairman.  Committee  on  Finance.  The  Hon- 
orable John  J.  Duncan  <R.  Tenn).  Ranking 
Member.  Committee  on  Way.s  and  Means,  The  Hon- 
orable Russell  Lxjng  (D.  La).  Ranking  Member, 
Committee  on  Finance,  and  The  Honorable  James 
A.  Baker.  III.  Secretary  of  the  Treasury,  on  the  Ef- 
fective Dates  of  Pending  Tax  Reform  Legislation. 
March  14.  198Q. 

'"Joint  Statement  of  Chairman  Rostenkowski. 
Chairman  Packwood.  and  Secretary  Baker.  Julv  17, 
1986. 

'■'The  exceptions  to  the  private  loan  restriction 
(including  the  continuation  of  the  present-law  ex- 
ceptions) are  effective  for  bonds  issued  after 
August  15.  1986. 

-"Transitional  exceptions  are  provided  to  many 
of  the  effective  dates  of  other  provisions  of  this 
title  under  circumstances  similar  to  those  described 
in  this  section.  For  purposes  of  those  transitional 


Certain  "in-progress"  projects.— The  first 
transitional  exception  is  provided  for  bonds 
(other  than  refunding  bonds)  with  respect 
to  facilities— 

(1)  the  original  use  of  which  commences 
with  the  taxpayer  and  the  construction  (in- 
cluding reconstruction  or  rehabilitation)  of 
which  began  before  September  26.  1985,  and 
is  completed  on  or  after  that  date; 

(2)  the  original  use  of  which  commences 
with  the  taxpayer  and  with  respect  to  which 
a  binding  contract  to  incur  significant  ex- 
penditures for  construction  (including  re- 
construction or  rehabilitation)  of  facilities 
financed  with  the  bonds  was  entered  into 
before  September  26,  1985  and  is  binding  at 
all  times  thereafter,  and  part  or  all  of  such 
expenditures  are  incurred  on  or  after  that 
date;  or 

(3)  acquired  after  September  25,  1985,  pur- 
suant to  a  binding  contract  entered  into  on 
or  before  that  date  and  that  is  binding  at  all 
times  after  that  date. 

Bonds  eligible  for  this  transitional  excep- 
tion are  bonds  that,  under  present  law,  are 
not  IDBs,  qualified  mortgage  bonds,  quali- 
fied veterans'  mortgage  bonds,  student  loan 
bonds,  other  private  loan  bonds  for  which 
tax-exemption  is  permitted.-'  or  non-Code 
bonds  comparable  to  any  of  the  foregoing, 
but  which  are  private  activity  bonds  under 
the  conference  agreement. 

The  transitional  exception  applies  only  to 
facilities  for  which  the  bond  financing  in 
question  was  approved  by  a  governmental 
unit  (or  by  voter  referendum)  before  Sep- 
tember 26,  1985,  Governmental  approval  for 
this  purpose  includes  approval  by  means  of 
an  inducement  resolution  or,  if  the  govern- 
mental unit  does  not  generally  adopt  in- 
ducement resolutions  for  the  type  of  bond 
concerned,  other  comparable  approval. 

For  purposes  of  the  exception  for  facilities 
qualifying  under  (1)  or  <2),  above,  construc- 
tion of  a  facility  is  deemed  complete  when 
the  facility  is  placed  in  service  for  Federal 
income  tax  purposes. 

Whether  or  not  an  arrangement  consti- 
tutes a  contract  is  determined  under  the  ap- 
plicable local  law,  A  binding  contract  is  not 
considered  to  have  existed  before  Septem- 
ber 26,  1985,  however,  unless  the  property 
to  be  acquired  or  services  to  be  rendered 
were  specifically  identified  or  described 
before  that  date, 

A  binding  contract  for  purposes  of  this 
provision  exists  only  with  respect  to  proper- 
ty or  services  for  which  the  taxpayer  is  obli- 
gated to  pay  under  the  contract.  In  addi- 
tion, where  a  contract  obligates  a  taxpayer 
to  purchase  a  specified  number  of  articles 
and  also  grants  an  option  to  purchase  addi- 
tional articles,  the  contract  is  binding  only 
to  the  extent  of  the  articles  that  must  be 
purchased. 


exceptions,  the  determination  of  whether  original 
use  commences  with  the  taxpayer:  of  whether  con- 
struction (including  reconstruction  or  rehabilita- 
tion) began  before  (and  is  completed  on  or  after)  a 
specified  date;  of  whether  significant  expenditures 
are  made;  and  of  whether  a  binding  contract  exist- 
ed (and  pursuant  to  which  exp«'nditures  are  made 
after  a  specified  date)  is  made  in  the  same  maruier 
as  described  in  this  s<'Ction.  Additionally,  the  deter- 
mination of  whether  a  facility  is  described  in  a 
properly  adopted  inducement  resolution  lor  other 
comparable  approval)  is  made  in  the  same  manner 
a.s  that  described  in  this  .section. 

- '  These  bonds  include  generally  bonds  issued  as 
part  of  the  Texas  Veterans  Land  Bond  Program, 
the  Oregon  Small-Scale  Energy  Conservation  and 
Renewable  Resource  Lioan  Program,  and  the  Iowa 
Industrial  New  Jobs  Training  Program. 
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A  contract  may  be  considered  binding  on  a 
person  even  though  (1)  the  contract  con- 
tains conditions  which  are  under  the  control 
of  a  person  not  a  party  to  the  contract,  or 
(2)  the  person  has  the  right  under  the  con- 
tract to  make  minor  modifications  as  to  the 
details  of  the  subject  matter  of  the  contract. 

A  contract  that  was  binding  on  September 
25.  1985.  will  not  be  considered  binding  at 
all  times  thereafter  if  it  is  modified  (other 
than  as  described  in  (2)  above)  after  that 
date.  Additionally,  for  purposes  of  the  bind- 
ing contract  exception,  payments  under  an 
installment  payment  agreement  are  in- 
curred no  later  than  the  date  on  which  the 
property  that  is  the  subject  of  the  contract 
is  delivered  rather  than  the  due  date  of 
each  installment. 

For  purposes  of  the  binding  contract  rule, 
significant  expenditures  means  expendi- 
tures in  excess  of  10  percent  of  the  reason- 
ably anticipated  cost  of  the  facilities. 

Certain  current  refundings.—A  second 
transitional  exception  is  provided  with  re- 
spect to  certain  current  refunding  bonds. ^^ 
This  exception  applies  to  current  refundings 
of  bonds  issued  before  the  applicable  date 
(including  a  series  of  refundings  where  the 
original  bond  was  issued  before  that  date), 
if- 

(1)  the  amount  of  the  refunding  bonds 
does  not  exceed  the  outstanding  amount  of 
the  refunded  bonds,  and 

(2)  the  average  maturity  of  the  refunding 
issue  (1)  does  not  exceed  120  percent  of  the 
reasonably  expected  economic  life  of  the 
property  identified  as  being  financed  with 
the  refunded  bonds  (in  a  series  of  refund- 
ings. the  original  bonds)  when  those  bonds 
were  issued,  or  (2)  the  final  maturity  date  of 
the  refunding  bonds  is  not  later  than  17 
years  after  the  issuance  of  the  refunded 
(original)  bonds. "^ 

This  exception  also  applies  to  current  re- 
fundings of  bonds  to  which  the  in 
progress"  transition  rule  described  above  ap- 
plies (including  a  series  of  such  refundings). 

Certain  advance  refundings.—A  third 
transitional  exception  is  provided  permit- 
ting advance  refunding  of  bonds  that  were 
governmental  when  issued  (satisfying  the 
25-percent  rather  than  10-percent  trade  or 
business  use  test)  subject  to  the  new  restric- 
tions on  advance  refundings  of  governmen- 
tal bonds. 

Bonds  for  volunteer  fire  departments 

The  extension  and  modification  of  author- 
ity for  certain  volunteer  fire  departments  to 
issue  tax-exempt  bonds  is  effective  on  the 
date  of  enactment.  The  repeal  of  the  sunset 
date  for  the  Texas  land  bond  program  and 
the  provision  regarding  the  Iowa  Industrial 
New  Jobs  Training  Program  are  effective  on 
the  date  of  enactment. 

B.  Private  Activity  Bonds 
1.  Exempt-Facilit)'  Bond.s 

a.  Overview 

Present  Law 

Tax-exempt  industrial  development  bonds 
(IDBs)  may  be  issued  to  finance  the  follow- 
ing specified  categories  of  exempt  activities: 
multifamily     residential     rental     projects. 


--Advance  refunding  bonds,  as  defined  in  the 
conference  agreement,  may  not  be  issued  pursuant 
to  this  exception. 

"This  exception  applies  to  bonds  that  are  gov- 
ernmental t)onds  under  present  law  but  are  private 
activity  bonds  under  the  conference  agreement. 
This  exception  doe.s  not  change  the  present-law 
rules  which  prohibit  refundings  of  various  types  of 
bonds  that  were  eliminated  or  restricted  under  the 
Deficit  Reduction  Act  of  1984. 


sports  facilities,  convention  or  trade  show 
facilities,  airports,  docks  and  wharves,  mass 
commuting  facilities,  parking  facilities, 
sewage  disposal  facilities,  solid  waste  dispos- 
al facilities,  facilities  for  the  local  furnish- 
ing of  electric  energy  or  gas,  facilities  for 
the  furnishing  of  water,  local  district  heat- 
ing or  cooling  facilities,  and  air  or  water  pol- 
lution control  facilities. 

Exempt-activity  IDBs  formerly  were  per- 
mitted for  certain  hydroelectric  generating 
facilities.  This  exception  expired  generally 
after  December  31,  1985.  A  special  transi- 
tion rule  was  provided  for  certain  facilities 
with  respect  to  which  an  application  for  li- 
cense had  been  docketed  with  the  Federal 
Energy  Regulatory  Commission  before  Jan- 
uary 1,  1986. 

Exempt-activity  IDBs  are  subject  to  nu- 
merous targeting  requirements,  described 
below,  including  a  requirement  that  at  least 
90  percent  of  proceeds  of  each  issue  be  used 
to  finance  the  exempt  activity  for  which  the 
bonds  are  issued.  Net  proceeds  are  defined 
as  proceeds,  in  effect  reduced  by  certain 
amounts,  such  as  amounts  invested  in  a  rea- 
sonably required  reserve  or  replacement 
fund  and  amounts  used  to  pay  costs  of  issu- 
ance. 

House  Bill 

Exempt-facility  t)onds  may  be  issued  to  fi- 
nance multifamily  residential  rental 
projects,  airports,  docks  and  wharves,  mass 
commuting  facilities,  sewage  disposal  facili- 
ties, solid  waste  disposal  facilities,  and  facili- 
ties for  the  furnishing  of  water  (other  than 
irrigation  facilities). 

Amendments  are  made  to  the  targeting 
rules  for  multifamily  residential  rental 
projects,  the  definitions  of  airports,  docks 
and  wharves,  and  certain  of  the  rules  appli- 
cable to  all  exempt-facility  bonds,  including 
a  requirement  that  all  net  proceeds  of  each 
issue  be  used  to  finance  the  exempt  facility 
for  which  the  bonds  are  issued.  Net  pro- 
ceeds are  defined  as  proceeds  less  amounts 
invested  in  a  reasonably  required  reserve  or 
replacement  fund  and  amounts  used  to  pay 
costs  of  issuance. 

Senate  Amendment 

Under  the  Senate  amendment,  exempt-ac- 
tivity IDBs  may  be  issued  to  finance  multi- 
family  residential  rental  projects,  airports, 
docks  and  wharves,  sewage  disposal  facili- 
ties, solid  waste  disposal  facilities,  facilities 
for  the  local  furnishing  of  electric  energy  or 
gas,  facilities  for  the  furnishing  of  water  (in- 
cluding irrigation  systems),  local  district 
heating  or  cooling  facilities,  and  hazardous 
waste  treatment  facilities. 

Amendments  are  made  to  the  targeting 
rules  for  multifamily  residential  rental 
projects  and  the  definition  of  airports  and 
docks  and  wharves.  Additionally,  at  least  95 
percent  of  the  net  proceeds  of  each  issue  is 
required  to  be  used  to  finance  the  exempt 
activity  for  which  the  bonds  are  issued  in- 
cluding functionally  related  and  subordi- 
nate property.  Net  proceeds  are  defined  as 
proceeds  less  amounts  invested  in  a  reason- 
ably required  reserve  or  replacement  fund 
and  amounts  used  to  pay  costs  of  issuance. 

Conference  Agreement 
Under  the  conference  agreement,  exempt- 
facility  bonds  may  be  issued  to  finance  mul- 
tifamily residential  rental  projects,  airports, 
docks  and  wharves,  mass  commuting  facili- 
ties, sewage  disposal  facilities,  solid  waste 
disposal  facilities,  facilities  for  the  local  fur- 
nishing of  electric  energy  or  gas.  facilities 
for  the  furnishing  of  water  (including  irriga- 
tion systems),  local  district  heating  or  cool- 


ing facilities,  and  certain  hazardous  waste 
disposal  facilities. 

Amendments  are  made  to  the  targeting 
rules  for  multifamily  residential  rental 
projects,  the  definition  of  airports,  docks 
and  wharves,  and  mass  commuting  facilities, 
and  certain  of  the  rules  applicable  to  all 
exempt-facility  bonds.  The  conference 
agreement  further  provides  that  at  least  95 
percent  of  the  net  proceeds  of  each  issue 
must  be  used  for  the  exempt  facility  for 
which  the  bonds  are  issued  and  functionally 
related  and  subordinate  property.  Net  pro- 
ceeds are  defined  as  proceeds  less  amounts 
invested  in  a  reasonably  required  reserve  or 
replacement  fund.  (No  reduction  is  made  for. 
amounts  paid  for  costs  of  issuance  since 
those  amounts  are  not  treated  as  spent  for 
the  exempt  purpose  of  the  borrowing.) 

b.  Rules  applicable  to  speciric  exempt  farililies 
(1/  Multifamily  residential  rental  projects 
Present  Law 

Exempt-activity  IDBs  may  be  issued  to  fi- 
nance projects  for  multifamily  residential 
rental  property.  At  least  20  percent  (15  per- 
cent in  targeted  areas)  of  the  housing  units 
in  these  projects  must  be  occupied  by  indi- 
viduals whose  income  does  not  exceed  80 
percent  of  the  applicable  area  median 
income  when  they  first  occupy  the  unit,  de- 
termined with  adjustments  for  family  size. 

Bond-financed  projects  must  satisfy  these 
requirements  for  a  qualified  project  period, 
generally  the  longer  of  10  years  or  50  per- 
cent of  the  term  of  the  bonds  for  the 
project  having  the  longest  maturity. 

House  Bill 
Exempt-facility  bonds  may  be  issued  to  fi- 
nance projects  for  multifamily  residential 
rental  property.  Bond-financed  projects 
must  satisfy  one  of  the  two  following  set- 
aside  requirements: 

(1)  At  least  25  percent  of  housing  units 
must  be  occupied  by  persons  whose  income 
does  not  exceed  80  percent  of  area  median 
income;  or 

(2)  At  least  20  percent  of  housing  units 
must  be  occupied  by  persons  whose  income 
does  not  exceed  70  percent  of  area  median 
income. 

All  income  determinations  are  made  with 
adjustments  for  family  size. 

The  operator  of  each  bond-financed 
project  must  certify  annually  to  the  Treas- 
ury Department  that  the  project  is  in  com- 
pliance with  the  applicable  set-aside  re- 
quirement, based  on  current  tenant  in- 
comes. If  noncompliance  is  not  corrected 
after  it  reasonably  should  have  been  discov- 
ered, interest  on  bond  financing  is  nonde- 
ductible to  the  project  owner  from  the  first 
day  of  the  year  in  which  noncompliance 
commenced  until  correction  occurs. 

Existing  low-  or  moderate-income  tenants 
continue  to  be  counted  as  such  unless  their 
incomes  exceed  120  percent  of  the  otherwise 
applicable  income  ceiling.  If  a  project  ceases 
to  comply  with  set-aside  requirements  be- 
cause of  increases  in  existing  tenants' 
income,  no  penalties  are  imposed  if  each 
available  unit  after  noncompliance  occurs  is 
rented  to  a  new  low-  or  moderate-income 
tenant,  until  the  project  is  again  in  compli- 
ance. 

Bond-financed  projects  are  required  to  be 
used  as  rental  housing  for  a  qualified 
project  period,  generally  the  longer  of  15 
years  or  until  the  date  on  which  bonds  are 
no  longer  outstanding. 

The  Treasury  Department  is  required  to 
report  annually  on  compliance  with  the  set- 
aside  requirements. 
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Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except— 

(1)  The  qualified  project  period  extends 
for  a  minimum  of  12  (rather  than  15)  years. 

(2)  If  a  project  ceases  to  comply  with  the 
applicable  set-aside  requirement  because  of 
increases  in  current  tenants'  income,  only 
available  units  of  comparable  or  smaller  size 
are  required  to  be  rented  to  new  low-  or 
moderate-income  tenants,  until  the  project 
is  again  in  compliance. 

(3)  A  special  rule  is  provided  for  projects 
that  charge  significantly  lower  than  market 
rents  to  low-  or  moderate-income  tenants 
and  that  elect  to  satisfy  a  stricter  low- 
income  set-aside  requirement.  Under  this 
rule,  (a)  low-  or  moderate-income  tenants 
continue  to  qualify  as  such,  as  long  as  their 
income  does  not  exceed  150  percent  of  the 
applicable  income  ceiling,  and  (b)  if  the 
project  ceases  to  comply  with  the  set-aside 
requirements  because  of  increases  in  exist- 
ing tenants'  income,  no  penalties  are  im- 
posed if  each  available  low-or-moderaie 
income  unit  is  rented  to  tenants  havmg  50 
percent  or  less  of  area  median  income,  until 
the  project  is  again  in  compliance. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  with  several 
exceptions.-*  The  low-income  set-aside  re- 
quirements are  modified  to  conform  to  the 
requirements  applicable  to  the  low-income 
housing  credit  provided  in  the  conference 
agreement  (see  II.E.3.  above).  Thus,  bond-fi- 
nanced projects  are  required  to  meet  one  of 
the  two  following  set-aside  requirements  (to 
be  elected  by  the  issuer  on  or  before  the 
date  the  bonds  are  issued): 

(1)  At  least  40  percent  of  rental  housing 
units  must  be  occupied  by  tenants  having 
incomes  of  60  percent  or  less  of  area  median 
gross  income:  or 

(2)  At  least  20  percent  of  rental  housing 
units  must  be  occupied  by  tenants  having 
incomes  of  50  percent  or  less  of  area  median 
gross  income.  To  conform  with  the  low- 
income  housing  credit,  the  conference 
agreement  further  provides  that  existing 
low-income  tenants  will  continue  to  count  as 
such  as  long  as  their  family  incomes  do  not 
increase  above  140  percent  of  the  income 
qualifying  as  low-income  with  respect  to  the 
project. 

The  conference  agreement  follows  the 
House  bill  with  respect  to  the  qualified 
project  period,  during  which  bond-financed 
projects  are  required  to  be  used  as  rental 
housing.  Thus,  the  qualified  project  period 
ends  on  the  latest  of  ( 1)  the  date  which  is  15 
years  after  50  percent  of  the  units  are  occu- 
pied. (2)  the  first  day  on  which  no  bonds  are 
outstanding  with  respect  to  the  project,  or 
(3)  the  date  on  which  any  assistance  provid- 
ed to  the  project  under  section  8  of  the 
United  States  Housing  Act  of  1937  termi- 
nates. 

The  conference  agreement  also  makes 
conforming  amendments  to  the  provision  in 
the  Senate  amendment,  under  which  special 
rules  are  applied  to  certain  rent-skewed 
projects  which  elect  to  satisfy  stricter  tar- 
geting  requirements.   Under   the   modified 


-■'As  under  present  law.  multifamily  residential 
rental  properly  is  eligible  for  tax-exempt  financing 
only  if  the  housing  units  are  used  other  than  on  a 
transient  basis.  In  addition,  each  residential  rental 
unit  must  include  separate  and  complete  facilities 
(or  living,  sleeping,  eating,  rooking,  and  sanitation. 
Hotels,  dormitories,  hospitals,  nursing  homes,  re- 
tirement homes,  and  trailer  parks  do  not  qualify  as 
residential  rental  properly. 


rule,  projects  qualify  for  the  special  treat- 
ment contained  in  the  Senate  amendment 
only  if  15  percent  or  more  of  the  low-income 
units  are  occupied  by  individuals  having  in- 
comes of  40  percent  (rather  than  50  percent 
or  60  percent)  or  less  of  area  median  gross 
income,  and  the  average  rent  charged  to 
market-rate  tenants  is  at  least  300  percent 
of  the  average  rent  charged  to  low-income 
tenants  for  comparable  units.  (The  limita- 
tions on  rent  charged  to  low-income  ten- 
ants, contained  in  the  Senate  amendment, 
are  retained.)  If  a  project  elects  to  satisfy 
these  requirements,  increases  in  an  existing 
tenant's  income,  up  to  170  percent  of  the 
qualifying  income,  do  not  disqualify  the 
tenant  as  a  low-income  tenant:  upon  an  in- 
crease over  170  percent,  only  the  next  avail- 
able low-income  unit  must  be  rented  to  a 
tenant  having  an  income  of  40  percent  or 
less  of  area  median  income. 

(2)  Sports  facilities 

Present  Law 

Exempt-activity  IDBs  may  be  issued  to  fi- 
nance sports  facilities. 

House  Bill 

Authority  to  issue  tax-exempt  bonds  for 
sports  facilities  is  repealed. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

/3J  Convention  or  trade  show  facilities 
Present  Law 
Exempt-activity  IDBs  may  be  issued  to  fi- 
nance convention  or  trade  show  facilities. 

House  Bill 
Authority  to  issue  tax-exempt  bonds  for 
convention   or   trade  show   facilities   is  re- 
pealed. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

(4)  Airports 

Present  Law 
Present  law  allows  exempt-activity  IDBs 
to  be  issued  to  finance  airports  and  related 
storage  and  training  facilities.  Under  Treas- 
ury regulations,  airports  include  runways, 
terminals,  and  other  public  facilities,  as  well 
as  functionally  related  and  subordinate  air- 
port hotels  and  commercial  facilities:  hang- 
ars for  one  or  more  airlines:  and  certain 
other  property  not  for  use  directly  by  the 
general  public. 

House  Bill 
The  House  bill  allows  exempt-facility 
bonds  to  be  used  to  finance  governmentally 
owned  airports,  defined  as  ground  facilities 
directly  related  and  essential  to  the  air 
transportation  of  passengers  and  cargo. 
These  include  runways,  air  traffic  control 
towers,  hangars,  terminal  facilities,  and 
public  parking,  but  do  not  include  airport 
hotels,  shops,  and  food  preparation  facili- 
ties. 

Senate  Amendment 
The  Senate  amendment  allows  exempt-ac- 
tivity IDBs  to  be  issued  to  finance  airports, 
defined  as  under   present   law   except   the 
amendment  excludes  airport  hotels. 


Conference  Agreement 

The  conference  agreement  allows  exempt- 
facility  bonds  to  be  issued  to  finance  air- 
ports, and  related  storage  and  training  fa- 
cilities. The  conference  agreement  provides 
that  the  term  airport  does  not  include  any 
of  the  following  facilities  if  they  are  used  in 
a  private  business  use: 

(1)  Airport  hqtels  (or  other  lodging  facili- 
ties). 

(2)  Retail  facilities  (including  food  and 
beverage  facilities)  located  in  a  terminal  in 
excess  of  a  size  necessary  to  serve  passen- 
gers ^^  and  employees  at  the  airport. 

(3)  Retail  facilities  for  passengers  or  the 
general  public  (including,  but  not  limited  to. 
rental  car  lots)  located  outside  the  airport 
terminal.-" 

(4)  Office  buildings  for  individuals  who 
are  not  employees  of  a  governmental  unit  or 
of  the  public  airport  operating  authority. 

(5)  Industrial  parks  or  manufacturing  fa- 
cilities. 

For  purposes  of  these  exclusions,  property 
is  considered  to  be  used  in  a  private  trade  or 
business  if  it  is  leased  to  or  managed  by  any 
person  other  than  a  qualified  governmental 
unit  or  an  airport  authority  acting  on 
behalf  of  a  qualified  governmental  unit. 

(5J  Docks  and  wharves 

Present  Law 
Exempt-activity  IDBs  may  be  issued  to  fi- 
nance docks  and  wharves  and  related  stor- 
age and  training  facilities. 

House  Bill 
The  House  bill  allows  exempt-facility 
bonds  to  be  issued  to  finance  governmental- 
ly owned  docks  and  wharves,  defined  as  fa- 
cilities directly  related  and  essential  to  the 
transportation  of  passengers  and  cargo  by 
water.  Under  this  definition,  long-term  stor- 
age facilities  (generally,  those  with  more 
than  30  days  capacity)  may  not  be  financed 
with  tax-exempt  bonds. 

Senate  Amendment 
The  Senate   amendment   retains  present 
law. 

Conference  Agreement 
The  conference  agreement  allows  exempt- 
facility  bonds  to  be  used  to  finance  docks 
and  wharves  and  related  storage  and  train- 
ing facilities  (including  long-term  storage 
where  permitted  under  present  law).  The 
term  dock  and  wharf  does  not  include  any 
of  the  following  facilities,  if  the  facilities 
are  used  in  a  private  business  use: 

(1)  Hotels  (or  other  lodging  facilities); 

(2)  Retail  facilities  (including  food  and 
beverage  facilities)  located  in  a  terminal  in 
excess  of  a  size  necessary  to  serve  passen- 
gers and  employees  at  the  port; 

(3)  Retail  facilities  (other  than  public 
parking)  for  passengers  or  members  of  the 
general  public  located  outside  the  port  ter- 
minal: 

(4)  Office  buildings  for  individuals  who 
are  not  employees  of  a  governmental  unit  or 
of  the  public  port  operating  authority);  and 

(5)  Industrial  parks  or  manufacturing  fa- 
cilities. 


-  ■  For  purposes  of  these  limitations,  the  term  pas- 
sengers includes  persons  meeting  or  accompanying 
persons  arriving  and  departing  on  flights  to  and 
from  the  airport. 

-'  Public  airport  parking  is  not  treated  as  a  retail 
facility  for  purposes  of  this  limitation,  but  such 
parking  must  be  limited  lo  no  more  than  a  size  nee- 
es.sary  to  serve  passengers  and  employees  at  the  air- 
port. 
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For  purposes  of  these  exclusions,  properly 
is  considered  to  be  used  in  a  private  trade  or 
business  if  it  is  leased  to  or  managed  by  any 
person  other  than  a  qualified  governmental 
unit  or  a  port  authority  acting  on  behalf  of 
a  qualified  governmental  unit. 

(6)  Mass  commuting  facilities 

Present  Law 

Exempt-activity  IDBs  may  be  issued  to  fi- 
nance mass  commuting  facilities  and  related 
storage  and  training  facilities.  The  term 
mass  commuting  facility  does  not  include 
mass  commuting  vehicles. 
House  Bill 

Exempt-facility  bonds  may  be  issued  to  fi- 
nance governmentally  owned  mass  commut- 
ing facilities,  defined  generally  as  under 
present  law,  but  limited  to  facilities  directly 
related  and  essential  to  the  ground  trans- 
portation of  passengers. 

Senate  Amendment 

Authority  to  issue  exempt-activity  IDBs 
for  mass  commuting  facilities  is  repealed. 
Conference  Agreement 

The  conference  agreement  follows  the 
House  bill,  and  defines  such  facilities  gener- 
ally as  under  present  law.  except  that  the 
term  mass  commuting  facilities  does  not  in- 
clude any  of  the  following  facilities,  if  they 
are  used  in  a  private  business  use:  -' 

(1)  Hotels  (or  other  lodging  facilities). 

(2)  Retail  facilities  (including  food  and 
beverage  facilities)  located  in  a  mass  com- 
muting terminal  in  excess  of  a  size  neces- 
sary to  serve  passengers  and  employees  of 
the  mass  commuting  facility. 

(3)  Retail  facilities  (other  than  public 
parking)  for  passengers  and  members  of  the 
general  public  located  outside  the  mass  com- 
muting terminal. 

(4)  Office  buildings  for  individuals  who 
are  not  employees  of  a  governmental  unit  or 
of  the  public  mass  commuting  operating  au- 
thority; and 

(5)  Industrial  parks  or  manufacturing  fa- 
cilities. 

For  purposes  of  these  exclusions,  property 
is  considered  to  be  used  in  a  private  trade  or 
business  if  it  is  leased  to  or  managed  by  any 
person  other  than  a  qualified  governmental 
unit  or  an  operating  authority  acting  on 
behalf  of  a  qualified  governmental  unit. 

(7)  Parking  facilities 

Present  Law 
Exempt-activity  IDBs  may  be  issued  to  fi- 
nance parking  facilities. 

House  Bill 
Authority  to  issue  tax-exempt  bonds 
(other  than  small-issue  bonds)  for  parking 
facilities  is  repealed.  (This  repeal  does  not 
affect  the  ability  to  issue  tax-exempt  bonds 
to  finance  parking  facilities  that  are  func- 
tionally related  and  subordinate  to  an 
exempt  facility.) 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment.  This 
provision  does  not  affect  the  ability  to  fi- 
nance parking  facilities  which  are  function- 


■'  In  retaining  the  present-law  definition  of  mass 
commuting  facilities,  as  modified  above,  the  confer- 
ees do  not  intend  to  prejudge  the  possible  need  in 
the  future  to  allow  lax-exempt  financing  for  high- 
speed rail  systems  in  a  manner  similar  to  that  al- 
lowed under  the  agreement  for  mass  commuting  fa- 
cilities. 


ally    related    and    subordinate    to   another 
exempt  facility.  (See.  B.I.D.,  above,) 
(8/  Sewage  disposal  facilities 
Present  Law 
Present  law  allows  exempt-activity  IDBs 
to  be  issued  to  finance  sewage  disposal  fa- 
cilities. 

House  Bill 
Exempt-facility  bonds  may  be  issued  to  fi- 
nance sewage  disposal  facilities,  defined  gen- 
erally as  under  present  law,  but  limited  to 
directly  related  and  essential  facilities. 
Senate  Amendment 

The  Senate  amendment  retains  present 
law. 

Conference  Agreement 
The  conference  agreement  allows  exempt- 
facility  bonds  to  be  issued  to  finance  sewage 
disposal  facilities,  defined  as  under  present 
law. 

(9)  Solid  waste  disposal  facilities 

Present  Law 

Exempt-activity  IDBs  may  be  issued  to  fi- 
nance solid  waste  disposal  facilities.  Quali- 
fied steam-generating  or  alcohol-producing 
facilities  may  also  be  financed  under  this 
exception. 

House  Bill 

Exempt-facility  bonds  may  be  issued  to  fi- 
nance solid  waste  disposal  facilities,  defined 
generally  as  under  present  law.  but  limited 
to  directly  related  and  essential  facilities. 
The  provision  regarding  qualified  steam- 
generating  or  alcohol-producing  facilities  is 
repealed. 

Senate  Amendment 

The  Senate  amendment  retains  present 
law. 

Conference  Agreement 

The  conference  agreement  allows  exempt- 
facility  bonds  to  be  issued  to  finance  solid 
waste  disposal  facilities,  defined  generally  as 
under  present  law.  Thus,  as  under  present 
law.  tax-exempt  financing  may  be  provided 
for  the  processing  of  solid  waste  or  heat  into 
usable  form,  but  not,  as  an  exempt  facility 
bond,  for  further  processing  that  converts 
the  resulting  materials  or  heat  into  other 
products  (e.g..  for  turbines  or  electric  gen- 
erators). (See,  Temp.  Treas.  reg.  sec.  17.1.) 
The  special  rule  for  certain  qualified  steam- 
generating  or  alcohol-producing  facilities  is 
repealed.  The  conferees  wish  to  clarify  that 
solid  waste  does  not  include  most  hazardous 
waste  (including  radioactive  waste). 

(10)  Facilities  for  the  local  furnishing  of 
electric  energy  or  gas 

Present  Law 
Exempt-activity  IDBs  may  be  issued  to  fi- 
nance facilities  for  the  local  furnishing  of 
electric  energy  or  gas,  in  areas  not  exceed- 
ing two  contiguous  counties  or  a  city  and 
one  contiguous  county. 

House  Bill 
Authority  to  issue  tax-exempt  bonds  for 
facilities  for  the  local  furnishing  of  electric 
energy  or  gas  is  repealed. 

Senate  Amendment 
The  Senate  amendment  retains  present 
law. 

Conference  Agreement 
The   conference    agreement    follows    the 
Senate  amendment. 2" 


UIJ  Pollution  control  facilities 
Present  Law 
Air  or  water   pollution  control   facilities 
may  be  financed  with  exempt-activity  IDBs. 

House  Bill 
Authority  to  issue  tax-exempt  bonds  for 
air  or  water  pollution  control  facilities  is  re- 
pealed. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 

The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

(12/  Facilities  for  the  furnishing  of  water 
Present  Law 
Exempt-activity  IDBs  may  be  issued  to  fi- 
nance facilities  for  the  furnishing  of  water, 
including  irrigation  systems. 

House  Bill 
The  House  bill  allows  exempt-facility 
bonds  to  be  issued  to  finance  facilities  for 
the  furnishing  of  water,  defined  generally 
as  under  present  law  but  excluding  irriga- 
tion systems. 

Senate  Amendment 
The  Senate  amendment   retains  present 
law. 

Conference  Agreement 
The  conference  agreement  allows  exempt- 
facility  bonds  to  be  issued  to  finance  facili- 
ties for  the  furnishing  of  water,  defined  as 
under  present  law  (including  irrigation  sys- 
tems). 

H3J  Certain  hydroelectric  generating  facili- 
ties 

Present  Law 
Exempt-activity  IDBs  were  permitted  to 
be  issued  to  finance  qualified  hydroelectric 
generating  facilities.  This  provision  general- 
ly expired  after  1985;  however,  the  provision 
is  extended  (through  1988)  for  property 
with  respect  to  which  an  application  has 
been  docketed  by  the  Federal  Energy  Regu- 
latory Commission  (FERC)  before  January 
1,  1986. 

House  Bill 
The  House  bill  repeals  authority  to  issue 
tax-exempt  bonds  to  finance  hydroelectric 
generating  facilities,  including  the  transi- 
tional exception  included  in  present  law 
that  allows  certain  bonds  for  these  facilities 
to  be  issued  after  the  provision's  general  De- 
cember 31,  1985,  termination  date. 

Senate  Amendment 
The  Senate  amendment  follows  the  House 
bill,  but  retains  the  present  law  transitional 
exception  for  property  with  respect  to 
which  a  FERC  application  was  docketed 
before  January  1.  1986. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  with  a  clarification 
that,  in  order  for  the  present-law  transition- 
al exception  to  apply,  an  application  for  a  li- 
cense (rather  than  for  a  preliminary  jjermit) 
must  have  been  docketed  with  FERC  by  De- ' 
cember  31.  1985. 


-"Present-law  exceptions  under  which  specified 
facilities  are  treated  as  facilities  for  the  local  fur- 
nishing of  electricity  (sees.  644  and  645  of  the  Defi- 


cit Reduction  Act  of  1984)  are  retained  under  the 
conference  agreement. 
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(14)  Local  district  heating  or  cooling  facili- 
ties 

Present  Law 
Exempt-activity  IDBs  may  be  used  to  fi- 
nance local  district  heating  or  cooling  facili- 
ties. 

House  Bill 
The  House  bill  repeals  the  authority  to 
issue   tax-exempt   bonds   for   local   district 
heating  or  cooling  facilities. 

Senate  Amendment 
The  Senate  amendment  retains  present 
law. 

Conference  Agreement 
The  conference  agreement  allows  exempt- 
facility  bonds  to  be  issued  to  finance  local 
district  heating  or  cooling  facilities,  defined 
as  under  present  law. 

(15)  Qualified  hazardous  waste  facilities 

Present  Law 

There  is  no  provision  allowing  tax-exempt 
IDBs  to  be  issued  to  finance  hazardous 
waste  treatment  or  disposal  facilities.  (Solid 
waste  disposal  facilities  do  not  include  facili- 
ties disposing  of  liquid  or  gaseous  wastes,  in- 
cluding most  hazardous  waste.) 
House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  allows  exempt-ac- 
tivity IDBs  to  be  issued  to  finance  hazard- 
ous waste  treatment  facilities.  This  excep- 
tion is  limited  to  facilities  which  are  subject 
to  final  permit  requirements  under  subtitle 
C  of  Title  II  of  the  Solid  Waste  Disposal 
Act.  as  in  effect  on  the  date  of  enactment  of 
the  Senate  amendment. 

Conference  Agreement 

Under  the  conference  agreement,  exempt- 
facility  Iwnds  may  be  issued  to  finance 
qualified  hazardous  waste  facilities.  These 
include  facilities  for  the  land  incineration  or 
the  permanent  entombment  of  hazardous 
waste,  which  facilities  are  subject  to  final 
permit  requirements  under  subtitle  C  of 
Title  II  of  the  Solid  Waste  Disposal  Act.  as 
in  effect  on  the  date  of  enactment  of  the 
conference  agreement. 

Tax-exempt  financing  is  available  only  for 
facilities  (or  the  portion  of  a  facility)  to  be 
used  by  the  public  as  opposed  to  the  genera- 
tor of  the  hazardous  waste.-'  The  conferees 
further  intend  that  the  term  hazardous 
waste  not  include  radioactive  waste,  and 
that  rules  similar  to  the  present-law  rules 
regarding  solid  waste  disposal  IDBs  will 
apply,  including  rules  limiting  hazardous 
waste  to  materials  having  no  market  or 
other  value  at  the  place  at  which  they  are 
located  and  rules  limiting  tax-exempt  fi- 
nancing to  that  portion  of  a  facility  which  is 
actually  engaged  in  the  incineration  or  en- 
tombment of  hazardous  waste.  (.See.  e.g.. 
Treas.  Reg.  sec.  1.103-8(f)(2)  and  Temp. 
Treas.  Reg.  sec.  17.1.) 

c.  Effective  dates  for  exempt-facility  bund  prii- 
visions 

The  repeal  of  specified  categories  of 
exempt-activity  IDBs  and  the  amendments 
to  the  definition  of  certain  exempt  facilities 
apply  to  bonds  issued  after  August  13.  1986. 

A  transitional  exception  from  the  new 
rules  for  exempt-facility  bonds  is  provided 
for  bonds  (other  than  refunding  l>onds)  that 


may  be  issued  under  the  present  IDB  rules, 
but  which  may  not  be  issued  under  the  con- 
ference agreement.  This  transitional  excep- 
tion applies  to  bonds  for  facilities  with  re- 
spect to  which  the  commencement  of  con- 
struction (including  reconstruction  or  reha- 
bilitation) or  binding  contract,  or  acquisi- 
tion, rules  described  in  the  discussion  of  ef- 
fective dates  for  the  new  rules  on  govern- 
mental bonds  are  satisfied.  (See.  A.,  above.! 

A  second  transitional  exception  to  the 
exempt-facility  bond  provisions  applies  in 
the  case  of  certain  current  refunding  bonds. 
This  exception  applies  to  refundings  (in- 
cluding a  series  of  refundings)  of  bonds 
issued  before  August  16,  1986.  which  bonds 
qualify  for  tax-exemption  under  present 
law.  but  do  not  so  qualify  under  the  confer- 
ence agreement,  provided  that  the  rules  of 
the  transitional  exception  for  current  re- 
fundings of  certain  governmental  bonds  (de- 
scribed in  A.,  above)  are  satisfied. 

The  requirement  that  95  percent  of  the 
net  proceeds  of  exempt-facility  bonds  be 
used  to  finance  exempt  facilities  (including 
functionally  related  and  subordinate  facili- 
ties) applies  to  bonds  issued  after  August  15. 
1986.  except  for  bonds  covered  under  the 
second  transitional  exception  above  (for  cur- 
rent refunding  bonds).  The  option  to  issue 
bonds  for  qualified  hazardous  waste  facili- 
ties applies  after  August  15.  1986. 

d.  .Miscellaneous  restrictions  on  exempt-facility 
bonds 
(1)    Functionally    related   and   subordinate 
test 

Present  Law 

In  the  case  of  exempt-activity  IDBs.  all 
property  that  is  functionally  related  and 
subordinate  to  the  exempt  activity  may  be 
financed  with  bond  proceeds.  Expenditures 
for  such  functionally  related  and  subordi- 
nate property  are  treated  as  made  for  the 
exempt  purpose  of  the  borrowing. 
House  Bill 

The  House  bill  repeals  the  functionally  re- 
lated and  subordinate  test.  Thus,  only  prop- 
erty comprising  the  exempt  facility  may  be 
financed  with  exempt-facility  bonds. 
Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment  with  a  modification  pro- 
viding that  office  space  generally  is  not 
treated  as  functionally  related  and  subordi- 
nate to  an  exempt  facility  (subject  to  the 
modifications  described  above  that  apply  to 
airports,  docks  and  wharves,  and  mass  com- 
muting facilities). '"  Only  office  space  that  is 
directly  related  to  the  day-to-day  operations 
at  an  exempt  facility  an(J  that  is  located  at 
or  within  the  facility  may  be  financed  with 
exempt-facility  boncls  and  small  issue  IDBs 
for  manufacturing.  Thus,  a  separate  office 
building,  or  an  office  wing  of  a  mixed-use  fa- 
cility, is  not  treated  as  functionally  related 
and  subordinate  to  an  exempt  facility. 

Effective  date.— This  provision  applies  to 
boncls  (including  refunding  bonds)  issued 
after  August  15,  1986.  A  transitional  excep- 
tion applies  in  the  case  of  certain  current  re- 
funding bonds.  This  exception  applies  to  re- 
fundings (including  a  series  of  refundings) 
of  bonds  issued  before  August  16,  1986, 
which  bonds  qualify  for  tax-exemption 
under  present   law,  but  do  not  so  qualify 


-'This  requirement  is  considered  to  be  satisfied, 
if  95  percent  or  more  of  the  net  proceeds  are  to  be 
used  with  respect  to  that  portion  of  the  facility- 
used  by  persons  other  than  the  owner  or  operator 
of  the  facility  (or  any  related  person). 


"These  restrictions  are  identical  lo  the  restric- 
tions  that  apply  under  present  law  and  the  confer- 
ence agreement  as  part  ol  the  definition  of  manu- 
facturing facility  under  the  small  issue  bond  rules. 


under  the  conference  agreement,  provided 
that  the  rules  of  the  transitional  exception 
for  current  refundings  of  certain  govern- 
mental bonds  (described  in  A.,  above)  are 
satisfied, 

(2)   Ownership   of  exempt-facility   bond-fi- 
nanced property 

Present  Law 
There  are  no  general  restrictions  on  pri- 
vate ownership  of  property  financed  with 
exempt-activity  IDBs.  Under  a  special  rule, 
however,  for  bonds  to  be  exempt  from  the 
present-law  private  activity  bond  volume 
limitations,  certain  transportation  and 
other  facilities  must  be  governmentally 
owned. 

House  Bill 
The  House  bill  requires  that  all  property 
financed  with  exempt-facility  bonds  for  air- 
ports, docks  and  wharves,  mass  commuting 
facilities  and  water  facilities  be  governmen- 
tally owned.  Governmental  ownership  is  de- 
termined using  general  Federal  income  tax 
concepts  of  ownership. 

Senate  Amendment 
The  Senate  amendment  follows  present 
law.  with  a  modification  to  the  safe-harbor 
rules  for  financing  airports,  docks  and 
wharves,  and  certain  other  facilities  outside 
of  the  State  volume  limitations  on  IDBs. 
Under  this  safe-harbor,  these  exempt  facili- 
ties are  not  treated  as  privately  owned 
solely  by  reason  of  a  lease  (including  service 
or  management  contract)  if  (a)  the  term  of 
the  lease  (including  renewal  periods)  does 
not  exceed  80  percent  of  the  reasonably  ex- 
pected economic  life  of  the  bond-financed 
property  and  (b)  the  private  user  of  the  fa- 
cility does  not  have  an  option  to  purchase 
the  facility  at  other  than  fair  market  value, 
and  (c)  the  leasee  makes  an  irrevocable  elec- 
tion not  to  claim  an  investment  tax  credit 
with  respect  to  any  property  financed  with 
the  issue. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  in  requiring  that  all  property  fi- 
nanced with  exempt-facility  bonds  for  air- 
ports, docks  and  Wharves,  and  mass  com- 
muting facilities,  be  governmentally  owned. 
The  conference  agreement  modifies  the 
Senate  amendment's  safe-harbor  rule  for 
permitting  airport,  dock  and  wharf,  and 
solid  waste  bonds  to  be  exempt  from  the 
State  volume  limitations  as  a  safe-harbor 
test  for  purposes  of  this  requirement. 

Under  the  agreement,  property  is  consid- 
ered owned  by  a  governmental  unit  if  the 
leasee  makes  an  election  (binding  on  succes- 
sors in  interest)  not  to  claim  depreciation  or 
an  investment  tax  credit  with  respect  to  the 
property,  the  lease  term  is  not  more  than  80 
percent  of  the  property's  useful  life  and  the 
leasee  has  no  option  lo  purchase  the  proper- 
ty at  other  than  fair  market  value.  In  the 
case  of  a  solid  waste  facility  a  lease  of  20 
years  or  less  is  considered  to  meet  the  80 
percent  t^st. 

Effective  date.— This  provision  applies  to 
bonds  (including  refunding  bonds)  issued 
after  August  15,  1986. 

A  transitional  exception  is  provided  for 
bonds  (other  than  refunding  bonds)  that 
may  be  issued  under  the  present  IDB  rules, 
but  which  may  not  be  issued  under  the  con- 
ference agreement.  This  transitional  excep- 
tion applies  to  bonds  for  facilities  with  re- 
spect to  which  the  commencement  of  con- 
struction (including  reconstruction  or  reha- 
bilitation) or  binding  contract  or  acquisition 
rules  described  in  the  discussion  of  effective 
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dates  for  the  new  rules  on  governmental 
bonds  are  satisfied.  iSee  A.,  above.) 

A  second  transitional  exception  to  the 
exempt-facility  bond  provisions  applies  in 
the  case  of  certain  current  refunding  bonds. 
This  exception  applies  to  refundings  (in- 
cluding a  series  of  refundings)  of  bonds 
issued  before  August  16.  1986.  which  bonds 
qualify  for  tax-exemption  under  present 
law,  but  do  not  so  qualify  under  the  confer- 
ence agreement,  provided  that  the  rules  of 
the  transitional  exception  for  current  re- 
fundings of  certain  governmental  bonds  (de- 
scribed in  A.,  above)  are  satisfied. 

2.  Industrial  Park  Bonds 

Present  Law 

Tax-exempt  IDBs  may  be  issued  to  fi- 
nance acquisition  or  development  of  land  as 
a  site  for  an  industrial  park.  Up  to  50  per- 
cent of  the  proceeds  of  these  bonds  may  be 
used  to  acquire  land. 

House  Bill 

The  House  bill  repeals  the  tax  exemption 
for  interest  on  industrial  park  IDBs. 
Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment. 

Effective  date.— This  provision  is  effective 
for  bonds  (including  refunding  bonds) 
issued  after  August  15.  1986. 

A  transitional  exception  from  the  repeal 
of  authority  to  issue  tax-exempt  bonds  for 
industrial  parks  applies  to  such  bonds  for 
facilities  with  respect  to  which  the  com- 
mencement of  construction  (including  re- 
construction or  rehabilitation)  or  binding 
contract  or  acquisition  rules  described  in 
the  discussion  of  effective  dates  for  the  new 
rules  on  governmental  bonds  are  satisfied. 
{See  A.,  above.) 

A  second  transitional  exception  to  this 
provision  applies  in  the  case  of  certain  cur- 
rent refunding  bonds.  This  exception  ap- 
plies to  refundings  (including  a  series  of  re- 
fundings) of  bonds  issued  before  August  16. 
1986.  which  bonds  qualify  for  tax-exemption 
under  present  law.  but  do  not  so  qualify 
under  the  conference  agreement,  provided 
that  the  rules  of  the  transitional  exception 
for  current  refundings  of  certain  govern- 
mental bonds  (described  in  A.,  above)  are 
satisfied. 

3.  Small-Issue  Bonds 

-     Present  Law 

Interest  on  small-issue  IDBs  is  exempt 
from  tax.  Small-issue  IDBs  must  be  part  of 
an  issue  not  exceeding  $1  million,  the  pro- 
ceeds of  which  are  used  to  finance  land  or 
depreciable  property.  The  $1  million  limita- 
tion is  increase(i  to  $10  million  if  an  election 
is  made  to  take  certain  related  capital  ex- 
penditures into  account. 

As  with  exempt-facility  bonds.  90  percent 
of  the  net  proceeds  (defined  in  the  same 
manner  as  under  the  rules  on  exempt-facili- 
ty bonds)  of  small-issue  bonds  must  be  used 
for  the  exempt  purpose  of  the  borrowing. 

Under  a  special  exception  to  the  general 
restriction  on  use  of  bond  proceeds  to  fi- 
nance land,  described  below,  certain  limited 
amounts  of  small-issue  bond  proceeds  may 
be  used  to  finance  farmland  for  use  by  first- 
time  farmers.  De  minimis  amounts  of  used 
equipment  purchased  in  connection  with 
farmland  also  may  be  financed  under  this 
exception.  Bonds  for  first-time  farmers  are 
treated  as  bonds  for  nonmanufacturing  fa- 
cilities. 


No  .special  restrictions  are  imposed  on  the 
use  of  small-issue  IDBs  to  finance  new.  de- 
preciable farm  property. 

The  small-issue  exception  expires  general- 
ly for  bonds  issued  after  December  31.  1986. 
In  the  case  of  small-issue  bonds  for  manu- 
facturing facilities  only,  the  exception  ex- 
pires after  December  31.  1988. 
House  Bill 

The  House  bill  repeals  the  present-law 
sunsets  applicable  to  small-issue  bonds,  i.e.. 
the  ability  to  Lssue  these  bonds  is  indefinite- 
ly extended.  As  in  the  case  of  exempt-facili- 
ty bonds,  all  bond  proceeds  (other  than  issu- 
ance costs  and  a  reasonably  required  debt 
service  reserve  fund)  must  be  used  for  the 
exempt  purpose  of  the  borrowing. 
Senate  Amendment 

The  Senate  amendment  retains  the 
present-law  sunset  dates  applicable  to  small- 
issue  IDBs,  but  extends  the  presently  sched- 
uled termination  of  the  special  exception 
for  bonds  for  farmland  by  treating  those 
bonds  as  bonds  for  manufacturing  facilities. 

Additionally.  95  percent  of  the  proceeds  of 
each  issue  must  be  used  for  the  exempt  pur- 
pose of  the  borrowing. 

The  special  exception  for  bonds  to  finance 
farmland  for  first-time  farmers  is  expanded 
to  include  financing  land  for  individuals 
who  previously  owned  land  which  they  dis- 
posed of  while  insolvent.  Additionally,  the 
amount  of  used  equipment  that  may  be  fi- 
nanced for  first-time  farmers  is  increased  to 
25  percent  of  the  financing  provided  (i.e.,  a 
maximum  of  $62,500).  regardless  of  whether 
such  equipment  is  financed  in  conjunction 
with  financing  ior  the  purchase  of  farm- 
land. 

A  $250,000  lifetime  limit  is  imposed  on  the 
amount  of  depreciable  farm  property  (in- 
cluding both  new  and  used  property)  that 
may  l>e  financed  for  any  principal  user  or 
related  persons.  Bonds  issued  prior  to  the 
effective  date  of  this  provision  are  not  af- 
fected, but  count  in  determining  the 
amount  of  financing  allowed  to  be  provided 
to  any  person  by  subsequent  issues. 
Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  except  that  the  sunset 
date  for  issuance  of  manufacturing  bonds 
(including  bonds  for  first-time  farmers)  is 
extended  for  one  additional  year,  through 
December  31.  1989.  At  least  95  percent  of 
the  net  proceeds  (without  reduction  for  is- 
suance costs)  must  be  used  for  the  exempt 
purpose  of  the  borrowing.  iSee  also,  the  de- 
scription of  new-  restrictions  on  financing 
costs  of  issuance.) 

Effective  date.— These  provisions,  includ- 
ing the  $250,000  limit  on  depreciable  farm 
property,  apply  to  bonds  (including  refund- 
ing bonds)  issued  after  August  15,  1986. 

A  transitional  exception  applies  to  certain 
current  refunding  boncis  that  may  be  issued 
under  current  law  but  that  may  not  be 
issued  under  the  conference  agreement  and 
for  current  refundings  of  small-issue  bonds 
occurring  after  the  prescribed  termination 
dates.  Current  refundings  qualifying  under 
this  exception  are  issues— 

(1)  that  do  not  extend  the  maturity  of  the 
refunded  issue: 

(2)  that  have  a  lower  interest  rate  than 
the  rate  on  the  refunded  issue;  and 

(3)  the  amount  of  which  does  not  exceed 
the  outstanding  amount  of  the  refunded 
bonds. 

4.  Student  Loan  Bonds 

Present  Law 
Tax-exemption  is  permitted  for  interest 
on  student  loan  bonds  issued  in  connection 


with  the  Department  of  Education's  Guar- 
anteed Student  Loan  (GSL)  and  Parents" 
Loans  for  Undergraduate  Students  (PLUS) 
programs.  Tax-exemption  is  not  permitted 
for  interest  on  student  loan  bonds  not 
issued  in  connection  with  these  Federal  pro- 
grams (e.g.,  supplemental  student  loans). 

House  Bill 
The  House  bill  retains  the  present  exemp- 
tion for  interest  on  student  loan  bonds 
issued  in  connection  with  the  Federal  GSL 
and  PLUS  programs,  and  expands  the  ex- 
emption to  include  student  loan  bonds 
issued  under  certain  State  supplemental 
student  loan  programs.  Under  the  House 
bill,  all  proceeds  of  student  loan  bonds 
(Other  than  amounts  invested  in  a  reason- 
ably required  reserve  or  replacement  fund 
or  used  to  pay  costs  of  issuance)  must  be 
used  to  make  or  finance  student  loans. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  only  85  percent  of  the 
proceeds  are  required  to  be  used  to  make  or 
finance  student  loans. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  with 
a  modification  requiring  that  at  least  90  per- 
cent of  net  proceeds  (without  any  reduction 
for  issuance  costs)  must  be  used  to  finance 
student  loans  in  the  case  of  bonds  issued  in 
connection  with  the  Federal  GSL  and  PLUS 
programs.  In  the  case  of  other  student  loan 
bonds  for  which  tax-exemption  is  permitted. 
95  percent  is  substituted  for  90  percent.  (See 
also,  the  description  below  of  new  restric- 
tions on  financing  costs  of  issuance.) 

The  conference  agreement  also  requires 
that  a  student  borrower  must  be  a  resident 
of  the  issuing  State  or  enrolled  in  an  educa- 
tional institution  located  within  the  State. 
Where  two  or  more  States  each  use  a  por- 
tion of  the  State's  volume  limitation  in  a 
single  issue  to  finance  student  loans,  the 
limitation  described  in  the  preceding  sen- 
tence applies  separately  to  each  State's 
share  of  the  issue. 

Effective  date.— These  provisions  apply  to 
bonds  (including  refunding  bonds)  issued 
after  August  15.  1986. 

A  transitional  exception  is  provided  per- 
mitting current  refundings  of  qualified  stu- 
dent loan  bonds  issued  before  August  16, 
1986,  including  a  series  of  refundings,  which 
qualify  for  tax-exemption  under  present 
law,  but  do  not  qualify  under  the  conference 
agreement,  provided  that  the  amount  of  the 
refunding  bonds  does  not  exceed  the  out- 
standing amount  of  the  refunded  bonds. 
The  conferees  intend  that,  as  under  present 
law.  the  period  provided  for  financing  stu- 
dent loans  in  the  case  of  these  current  re- 
funding bonds  be  determined  from  the  date 
of  issue  of  the  refunded  bonds  (original 
bonds  in  the  case  of  series  of  refundings) 
rather  than  a  new  period  commenced  on  the 
date  of  the  refunding.  Additionally,  the  last 
maturity  date  of  the  refunding  bonds  may 
be  no  later  than  17  years  after  the  date  of 
issuance  of  the  refunded  bonds  (original 
bonds  in  the  case  of  a  series  of  refundings). 
5,  MortKaice  Revenue  Bonds 

a.    Qualiried    mortj^ite    bonds    and    mortgaKe 
credit  certificates 

Present  Law 
Qualified  mortgage  bonds 

Tax-exemption  is  permitted  for  interest 
on  qualified  mortgage  bonds,  defined  as 
bonds  all  lendable  proceeds  of  which  are 
used  to  finance  mortgages  on  single-family. 
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owner-occupied  residences.  The  targeting  re- 
quirements for  these  bonds  include  the  fol- 
lowing: 

(1)  At  least  90  percent  (0  percent  in  tar- 
geted areas)  of  lendable  proceeds  of  each 
issue  must  be  used  to  finance  loans  to  first- 
time  homebuyers  (i.e..  persons  who  have 
held  no  present  ownership  interest  in  a 
principal  residence  during  the  preceding 
three  years); 

(2)  The  purchase  price  of  bond- financed 
residences  may  not  exceed  110  percent  (120 
percent  in  targeted  areas)  of  the  average 
area  purchase  price  applicable  to  that  resi- 
dence: and 

(3)  Issuers  must  publish  and  submit  to  the 
Treasury  Department  annual  reports  of 
their  policies  on  the  use  of  the  proceeds  of 
these  bonds. 

Mortgage  credit  certificates 

Issuers  of  qualified  mortgage  bonds  may 
elect  to  exchange  part  or  all  of  their  bond 
authority  for  authority  to  issue  mortgage 
credit  certificates  (MCCs).  The  aggregate 
principal  amount  of  MCCs  issued  pursuant 
to  such  an  election  may  not  exceed  20  per- 
cent of  the  exchanged  bond  authority. 
MCCs  generally  are  subject  to  the  same  tar- 
geting requirements  as  qualified  mortgage 
bonds. 

Certain  cooperative  housing  corporattoris 

Tenant-shareholders  of  cooperative  hous- 
ing corporations  are  allowed  a  deduction  for 
rents  paid  to  the  cooperative  equal  to  their 
allocable  share  of  interest  and  taxes  paid  by 
the  cooperative.  Housing  units  owned  by  co- 
operative housing  corporations  may  be  fi- 
nanced with  qualified  mortgage  bonds:  all 
targeting  rules  for  qualified  mortgage  bonds 
apply  to  such  financings. 

Termination  of  programs 

Authority  to  issue  l>oth  qualified  mort- 
gage t>onds  and  MCCs  terminates  after  De- 
cember 31.  1987. 

House  Bill 
Qualified  mortgage  bonds 

The  House  bill  makes  the  following  modi- 
fications to  the  present  targeting  rules  for 
qualified  mortgage  bonds: 

(1)  All  bond  proceeds  (50  percent  in  tar- 
geted areas)  other  than  issuance  costs  and 
amounts  invested  in  reasonably  required  re- 
serve or  replacement  funds  must  be  used  to 
finance  residences  to  first-time  homebuyers: 

(2)  The  purchase  price  of  bond-financed 
residences  may  not  exceed  90  percent  (110 
percent  in  targeted  areas)  of  the  average 
area  purchase  price  applicable  to  that  resi- 
dence; 

(3)  The  present  requirements  of  annual 
Treasury  Department  reports  and  published 
policy  statements  by  issuers  of  qualified 
mortgage  bonds  are  repealed:  and 

(4)  New  Federal  income  limitations  are  im- 
posed with  respect  to  purchasers  of  homes 
financed  with  qualified  mortgage  bonds. 

Mortgage  credit  certificates 

Authority  to  issue  MCCs  is  continued;  the 
targeting  requirements  for  MCCs  are  con- 
formed to  the  revised  targeting  rules  for 
qualified  mortgage  bonds. 

Certain  cooperative  housing  corporations 

The  House  bill  follows  present  law. 

Termination  of  programs 

The  House  bill  retains  the  present-law  ter- 
mination date. 


Senate  Amendment 
Qualified  mortgage  bonds 

The     Senate     amendment     retains     the 
present-law    targeting    rules    for    qualified 
mortgage  bonds. 
Mortgage  credit  certificates 

The  Senate  amendment  increases  the  rate 
at  which  qualified  mortgage  bond  authority 
may  be  exchanged  to  issue  MCCs  from  20 
percent  to  25  percent.  No  other  amend- 
ments are  made  to  the  MCC  rules. 
Certain  cooperative  housing  corporations 

An  exception  is  provided  to  the  general 
cooperative  housing  corporation  rules  per- 
mitting limited  equity  cooperative  housing 
corporations  to  elect  to  be  eligible  for  tax- 
exempt  financing  under  the  rules  applicable 
to  multifamily  residential  rental  property 
(as  modified  by  the  amendment).  If  such  an 
election  is  made— 

(1)  the  tenant-shareholders  of  the  cooper- 
ative are  not  entitled  to  a  deduction  for  in- 
terest and  taxes  paid  by  the  cooperative 
(under  sec.  216):  and 

(2)  the  volume  of  such  bonds  counts 
toward  the  state  volume  limitation  applica- 
ble to  qualified  mortgage  bonds. 

Bonds  for  limited  equity  cooperative  hous- 
ing are  subject  to  the  December  31,  1987, 
termination    date    for    qualified    mortgage 
bonds. 
Termination  of  programs 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
Qualified  mortgage  bonds 

The  conference  agreement  follows  the 
House  bill,  with  the  following  modifica- 
tions— 

( 1 )  At  least  95  percent  of  the  net  proceeds 
of  each  qualified  mortgage  issue  (without 
any  reduction  for  issuance  costs)  must  be 
used  to  finance  mortgage  loans  to  first-time 
homebuyers.  (See  also,  the  description  of 
new  restrictions  on  financing  costs  of  issu- 
ance.) 

(2)  As  under  present  law.  there  is  no  re- 
quirement that  a  minimum  percentage  of  fi- 
nancing in  targeted  areas  be  provided  to 
first-tinie  homebuyers. 

(3)  The  House  bill's  income  limits  for  pur- 
chasers of  residences  financed  with  quali- 
fied mortgage  bond  proceeds  are  adopted, 
modified,  as  follows: 

(a)  All  financing  must  be  provided  to  bor- 
rowers whose  family  income  does  not  exceed 
115  percent  of  the  higher  of  area  or  State- 
wide median  income. 

(b)  In  targeted  areas,  one-third  of  the  fi- 
nancing may  be  provided  to  borrowers  with- 
out regard  to  the  limitation  in  (a):  the  bal- 
ance of  the  financing  must  be  provided  to 
mortgagors  having  incomes  not  exceeding 
140  percent  of  the  higher  of  area  or  State- 
wide median  income. 

Mortgage  credit  certificates 

The  conference  agreement  follows  the 
Senate  amendment's  increase  in  the  ex- 
change rate  for  MCCs  and  follows  the 
House  bill  in  conforming  amendments  to 
the  targeting  rules  for  recipients  of  the  cer- 
tificates to  the  new  requirements  (under  the 
conference  agreement)  for  qualified  mort- 
gage bonds. 
Certain  cooperative  housing  corporations 

The  conference  agreement  follows  the 
Senate  amendment  with  conforming  amend- 
ments which  require  electing  limited  equity 
cooperative  corporations  to  satisfy  the  re- 
vised targeting  rules  for  multi-family  resi- 
dential   rental   projects   contained    in    the 


agreement  and  extending  the  termination 
of  the  exception  to  parallel  the  new  termi- 
nation dates  for  qualified  mortgage  bonds 
and  MCCs.  The  election  to  forego  deduc- 
tions for  proportionate  interest  and  taxes, 
in  return  for  financing  as  multifamily  rental 
housing,  applies  throughout  the  qualified 
project  period  (as  defined  for  multifamily 
housing  bond  purposes). 

Bonds  for  electing  limited-equity  coopera- 
tives are  counted  toward  the  State  volume 
limitation  for  private  activity  bonds. 

Termination  of  programs 

The  conference  agreement  extends  the 
scheduled  termination  dates  for  the  quali- 
fied mortgage  bond  and  MCC  programs  one 
year,  to  December  31,  1988. 

Effective  date 

These  provisions  are  effective  with  respect 
to  bonds  (including  refunding  bonds)  issued, 
and  bond  authority  exchanged  for  authority 
to  issue  MCCs.  after  August  15,  1986.  The 
special  provision  on  limited  equity  coopera- 
tive housing  corporations  applies  to  bonds 
issued  after  August  15,  1986. 

A  transitional  exception  is  provided  per- 
mitting current  refundings  of  qualified 
mortgage  bonds  issued  before  August  16, 
1986,  which  qualify  for  tax-exemption 
under  present  law,  but  do  not  qualify  under 
the  conference  agreement,  provided  the 
amount  of  the  refunding  bonds  does  not 
exceed  the  outstanding  amount  of  the  re- 
funded bonds.  The  conferees  intend  that,  as 
under  present  law.  the  period  allowed  to 
provide  financing  for  qualified  mortgagors 
in  the  case  of  these  current  refunding  bonds 
be  determined  from  the  date  of  issue  of  the 
refunded  bonds  (original  bonds  in  the  case 
of  a  series  of  refundings)  rather  than  a  new 
period  commenced  on  the  date  of  the  re- 
funding. Additionally,  the  last  maturity 
date  of  such  refunding  bonds  may  be  no 
later  than  32  years  from  the  date  of  issu- 
ance of  the  refunded  bonds  (original  bonds 
in  the  case  of  a  series  of  refundipgs). 

b.  Uualified  veterans'  mortgage  bonds 
Present  Law 

Qualified  veterans'  mortgage  bonds  are 
bonds  90  percent  or  more  of  the  proceeds  of 
which  are  used  to  finance  loans  to  veterans 
for  the  purchase  of  single-family,  owner-oc- 
cupied residences.  Tax-exempt  qualified  vet- 
erans' mortgage  bonds  may  be  issued  only 
by  the  five  States  that  issued  such  bonds 
before  June  22.  1984.  Mortgage  loans  fi- 
nanced with  these  bonds  may  be  made  only 
to  veterans  who  served  on  active  duty  before 
1977.  and  who  apply  for  a  loan  before  30 
years  after  leaving  active  service. 

House  Bill 
The  House  bill  follows  present  law.  except 
consistent  with  the  rules  for  other  private 
activity  bonds,  all  bond  proceeds  (other 
than  issuance  costs  and  amounts  invested  in 
a  reasonably  required  reserve  or  replace- 
ment fund)  are  required  to  be  used  to  fi- 
nance mortgage  loans  to  qualified  veterans. 

Senate  Amendment 
The  Senate  amendment  retains  present 
law. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  with  a  modification 
providing  that  at  least  95  percent  of  net  pro- 
ceeds (without  any  reduction  for  issuance 
costs)  must  be  used  to  finance  mortgage 
loans  to  qualified  veterans. 

Additionally,  a  clarification  is  provided 
that  in  order  not  to  be  counted  toward  the 
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state  volume  limitations,  current  refund- 
ings  of  qualified  veterans'  mortgage  bonds 
may  not  exceed  the  outstanding  amount  of 
the  refunded  bonds.  The  last  maturity  date 
of  such  refunding  bonds  may  be  no  later 
than  32  years  from  the  date  of  issuance  of 
the  refunded  bonds  (original  bonds  in  the 
case  of  a  series  of  refundings). 

Effective  Date.— The  new  provisions  apply 
to  bonds  (including  refunding  bonds)  issued 
after  August  15.  1986. 

A  transitional  exception  is  provided  per- 
mitting current  refundings  of  bonds  issued 
before  August  16.  1986.  which  qualify  for 
tax-exemption  under  present  law.  but  do 
not  qualify  under  the  conference  agree- 
ment, provided  the  amount  of  the  refunding 
bonds  does  not  exceed  the  outstanding 
amount  of  the  refunded  bonds  and  that  the 
period  during  which  financing  is  provided  to 
qualified  mortgagors  is  determined  from  the 
date  of  issuance  of  the  refunded  bonds  (or 
original  bonds  in  the  case  of  a  series  of  re- 
fundings) rather  than  a  new  period  com- 
menced on  the  date  of  the  refunding.  Addi- 
tionally, the  last  maturity  date  of  the  re- 
funding bonds  must  be  no  later  than  32 
years  after  the  date  of  issuance  of  the  re- 
funded bonds  (original  bonds  in  the  case  of 
a  series  of  refundings). 

6.  Qualified  Redevelopment  Bonds 

a.  Overview 

Present  Law 

No  provisions  in  present  law  relate  specifi- 
cally to  redevelopment  activities:  however, 
bonds  issued  for  such  activities  are  taxable 
if  they  violate  the  IDB  or  private  loan  bond 
restrictions. 

House  Bill 

The  House  bill  permits  bonds  to  finance 
certain  land  acquisition  and  redevelopment 
in  blighted  areas,  for  ultimate  use  by  non- 
governmental persons,  to  be  issued  as  quali- 
fied redevelopment  bonds,  a  type  of  tax- 
exempt  private  activity  bond. 

Qualified  redevelopment  bonds  must  be 
part  of  an  issue— 

(1)  all  proceeds  (other  than  costs  of  issu- 
ance and  proceeds  invested  in  a  reasonably 
required  reserve  fund)  of  which  are  used  for 
redevelopment  purposes  in  a  locally  desig- 
nated blighted  area,  and 

(2)  with  respect  to  which  incremental 
property  tax  revenues  (i.e.,  additional  tax 
revenues  attributable  to  increased  property 
values  by  reason  of  bond-financed  redevel- 
opment) are  reserved  exclusively  for  debt 
service  on  the  issue,  to  the  extent  necessary 
to  cover  such  debt  service. 

Real  property  taxes  in  the  designated  area 
must  be  imposed  at  the  same  rate  and  in  the 
same  manner  as  for  similar  property  located 
elsewhere  in  the  jurisdiction.  No  additional 
fees  or  charges  may  be  imposed  in  the  desig- 
nated area  that  are  not  imposed  on  other 
similar  property  elsewhere  in  the  jurisdic- 
tion. 

Senate  Amendment 
The  Senate  amendment  treats  qualified 
redevelopment  bonds,  defined  generally  as 
under  the  House  bill,  as  tax-exempt  IDBs. 
Ninety-five  percent  (rather  than  100  per- 
cent) of  bond  proceeds  are  required  to  be 
used  for  redevelopment  purposes  in  a  locally 
designated  blighted  area. 

Conference  Agreement 

The  conference  agreement  treats  qualified 
redevelopment  bonds  as  tax-exempt  private 
activity  bonds. 

Qualified  redevelopment  bonds  must  be 
part  of  an  issue— 


( 1)  95  percent  or  more  of  the  net  proceeds 
(without  reduction  for  issuance  costs)  of 
which  are  to  be  used  for  redevelopment  pur- 
poses in  a  locally  designated  blighted  area; 
and 

(2)  the  payment  of  principal  and  interest 
on  which  is  secured  (a)  primarily  by  taxes  of 
general  applicability  imposed  by  a  general 
purpose  governmental  unit  or  (b)  by  a 
pledge  of  incremental  property  tax  revenues 
reserved,  to  the  extent  necessary,  for  debt 
service  on  the  issue. 

Thus,  under  the  conference  agreement, 
qualified  redevelopment  bonds  may  be 
repaid,  or  their  repayment  secured,  either 
(a)  by  incremental  tax  revenues  (as  under 
the  House  bill  and  Senate  amendment),  (b) 
by  general  tax  revenues  of  the  governmen- 
tal unit  (e.g.,  a  pledge  of  the  full  faith  and 
credit  of  the  issuing  jurisdiction),  or  (c)  by  a 
combination  of  (a)  and  (b)  above.  Repay- 
ment of  qualified  redevelopment  bonds  may 
not  be  secured  by  payments  from  any 
person  other  than  such  security  that  would 
render  the  bonds  IDBs  under  present  law 
(using  a  10-percent  use  and  security  interest 
test).  Additionally,  the  pledged  tax  revenues 
must  be  the  primary  security  for  repayment 
of  the  bonds.  Whether  such  revenues  are 
the  primary  security  is  a  factual  determina- 
tion. This  requirement  is  intended  to  be  sat- 
isfied, however,  only  when  the  pledge  of 
taxes  represents  a  direct  and  substantial  fi- 
nancial commitment  by  the  issuer  of  the 
bonds. 

As  under  the  House  bill  and  Senate 
amendment,  taxes  in  the  designated  blight- 
ed area  must  be  imposed  at  the  same  rates 
and  using  the  same  assessment  methods  as 
apply  with  respect  to  comparable  property 
located  elsewhere  in  the  jurisdiction.  Addi- 
tionally, no  fees  or  other  charges  may  be 
imposed  on  owners  or  users  of  property  in 
the  designated  area  to  which  owners  or 
users  of  other  comparable  property  are  not 
subject.  (Insubstantial  fees  for  amenities 
such  as  parking  are  not  treated  as  assess- 
ments for  this  purpose.)  Where  financing  is 
provided  with  respect  to  only  a  portion  of  a 
blighted  area,  these  rules  apply  only  with 
respect  to  the  area  being  financed. 

b.  Permitted  uses  of  bond  proceed.s 
Present  Law 

No  provision. 

House  Bill 

The  proceeds  of  qualified  redevelopment 
bonds  must  be  used  for  one  or  more  of  the 
following  purposes: 

(1)  To  acquire  by  eminent  domain  (or  the 
threat  thereof),  clear,  and  prepare  land  in  a 
designated  blighted  area  for  redevelopment, 
and  to  transfer  real  property  interests  to 
nongovernmental  persons  for  fair  market 
value: 

(2)  To  rehabilitate  the  real  property  (ac- 
quired as  above):  and 

(3)  To  relocate  occupants  of  structures  on 
the  acquired  real  property. 

Qualified  redevelopment  bond  proceeds 
may  not  be  used  to  construct  buildings  or 
other  new  structures  for  use  by  nongovern- 
mental persons. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that,  for  purposes  of  (1) 
above  the  Senate  amendment  clarifies 
that- 

(1)  the  requirement  that  property  be  sold 
for  its  fair  market  value  is  determined  by 
taking  into  account  covenants  and  restric- 
tions relating  to  the  use  of  real  property 
that  are  imposed  by  the  issuer  of  the  bonds: 
and 


(2)  the  actual  threat  of  eminent  domain  is 
not  required,  if  the  acquiring  agency  has 
the  power  of  eminent  domain  and  the  power 
could  be  exercised  with  respect  to  the  prop- 
erty concerned. 

Conference  Agreement 
The  conference  agreement  generally  fol- 
lows the  Senate  amendment.  Thus,  under 
the  conference  agreement,  qualified  redevel- 
opment bond  proceeds  may  be  used  for  the 
following  purposes: 

(1)  To  acquire  real  property  located  in  a 
designated  blighted  area,  provided  that  the 
acquiring  goverrunental  unit  has  the  power 
to  exercise  eminent  domain  with  respect  to 
the  real  property  in  the  area. 

(2)  To  clear  and  prepare  land  in  the  desig- 
nated blighted  area  for  redevelopment. 

(3)  To  rehabilitate  the  real  property  ac- 
quired as  above  or  otherwise  owned  by  a 
governmental  unit  (e.g.,  property  acquired 
by  tax  lien  foreclosure). 

(4)  To  relocate  occupants  of  structures  on 
the  acquired  real  property. 

Under  the  conference  agreement,  real 
property  acquired  by  a  governmental  unit 
(under  (1)  above)  need  not  be  transferred  to 
a  nongovernmental  person:  however,  if  it  is 
so  transferred,  the  transfer  must  be  for  fair 
market  value.  The  determination  of  fair 
market  value  for  this  purpose  is  made 
taking  into  account  covenants  and  restric- 
tions imposed  on  the  use  of  the  relevant 
real  property  by  the  issuer  of  the  bonds. 

As  under  the  House  bill  and  Senate 
amendment,  qualified  redevelopment  bond 
proceeds  may  not  be  used  to  construct  new 
buildings  or  other  property,  including  the 
enlargement  of  any  existing  building.'" 

c.  DesiKnation  of  blixhted  area« 


Present  Law 


No  provision. 


House  Bill 


Criteria  for  designation 

Qualified  redevelopment  bonds  may  be 
issued  only  pursuant  to  (1)  a  State  law  that 
authorizes  the  issuance  of  such  bonds  for 
permitted  purposes  in  blighted  areas,  and 
(2)  a  redevelopment  plan  adopted  (before  is- 
suance of  the  bonds)  by  the  governing  body 
of  the  general  purpose  local  governmental 
unit  having  jurisdiction  over  the  blighted 
areas. 

Designation  of  blighted  areas  also  must  be 
made  by  the  general  purpose  local  govern- 
mental unit  having  jurisdiction  over  the 
area,  and  must  be  based  on  prescribed  State 
statutory  criteria  which  take  into  account 
specified  indicators  of  blight. 

Size  limitations 

The  following  size  limitations  are  imposed 
on  designated  blighted  areas: 


"  Bonds,  the  proceeds  of  which  are  used  to  fi- 
nance such  governmental  facilities  as  street  paving, 
sidewalks,  street-lighting,  and  similar  facilities  are 
treated  as  governmental  bonds  under  the  confer- 
ence agreement.  These  bonds  are.  therefore,  not 
subject  to  the  new  requirements  for  qualified  rede- 
velopment bonds,  provided  that  they  do  not  violate 
the  restrictions  pertaining  to  trade  or  business  use. 
unrelated  use.  or  private  loans,  described  in  A., 
above  (i.e..  provided  that  they  are  not  private  activ- 
ity l>onds).  The  conferees  understand  that  both 
governmental  activities  and  private  redevelopment 
activities  may  l>e  financed  with  a  single  issue  of  re- 
development l>onds.  The  conferees  intend  that  the 
Treasury  Department  will  develop  rules  allowing 
such  composite  financing  to  continue  by  treating 
the  governmental  component  and  the  qualified  re- 
development bond  component  of  such  issues  as  sep- 
arate issues  in  appropriate  circumstances. 
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(1)  The  aggregate  blighted  areas  designat- 
ed by  a  general  purpose  local  governmental 
unit  may  not  contain  real  property,  the  as- 
sessed value  of  which  is  more  than  10  per- 
cent of  the  assessed  value  of  all  real  proper- 
ty within  its  jurisdiction. 

(2)  A  designated  blighted  area  may  not  be 
smaller  than  a  contiguous  v, -square  mile 
(160  acres). 

Senate  Amendment 

Criteria  for  designation 

The  Senate  amendment  follows  the  House 
bill. 
Size  limitations 

The  Senate  amendment  imposes  the  fol- 
lowing size  limitations  on  designated  blight- 
ed areas  (in  lieu  of  those  contained  in  the 
House  bill): 

(1)  Blighted  areas  designated  by  a  local 
governmental  unit  may  not  exceed  25  per- 
cent of  the  assessed  value  of  all  real  profjer- 
ty  within  the  jurisdiction. 

(2)  A  designated  blighted  area  may  not  be 
smaller  than  10  contiguous  acres. 

Conference  Agreement 

Criteria  for  designation 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  with 
respect  to  designation  of  blighted  areas. 
Thus,  under  the  conference  agreement, 
qualified  redevelopment  bonds  may  be 
issued  only  pursuant  to  (1)  a  State  law 
which  authorizes  the  issuance  of  such  bonds 
to  redevelop  blighted  areas,  and  (2)  a  rede- 
velopment plan  adopted  by  the  governing 
body  of  the  general  purpose  local  govern- 
mental unit  having  jurisdiction  over  the 
area,  before  the  issuance  of  the  bonds. 

The  designation  of  blighted  areas  is  to  be 
based  on  State  statutory  criteria  which  take 
into  account  all  relevant  factors,  including 
the  excessive  presence  in  the  area  of  vacant 
land  on  which  structures  were  previously  lo- 
cated, abandoned  or  vacant  buildings,  sub- 
standard structures,  vacancies,  and  delin- 
quencies in  payment  of  real  property  taxes. 
Designations  are  to  be  based  on  an  affirma- 
tive finding  of  a  substantial  presence  of 
these  factors. 

The  conferees  are  aware  that  certain  rede- 
velopment agencies  have  previously  adopted 
redevelopment  plans  that  are  consistent 
with  the  general  goals  of  the  conference 
agreement  but  that  may  not  meet  the  spe- 
cific criteria  established  by  the  agreement. 
The  conferees  do  not  intend  to  require  ex- 
isting redevelopment  agencies,  which  had 
adopted  redevelopment  plans  as  of  August 
15.  1986.  pursuant  to  a  State  law.  to  resub- 
mit a  new  plan  to  the  general  purpose  gov- 
ernmental unit  having  jurisdiction  over  the 
designated  blighted  area.  The  conferees  fur- 
ther do  not  intend  to  require  such  agencies 
to  reexamine  the  original  criteria  used  to 
designate  blighted  areas.  However,  no  new- 
bonds  may  be  issued  for  activities  in  such 
grandfathered  districts  which  may  not  oth- 
erwise be  financed  with  qualified  redevelop- 
ment bonds  under  the  conference  agree- 
ment. (See  also,  the  rules  below  on  applica- 
tion of  the  20-percent  limit  to  these  areas.) 

For  purposes  of  designating  blighted 
areas,  general  purpose  local  governmental 
units  are  the  smallest  governmental  units 
having  general  purpose  sovereign  powers 
over  a  given  area.''  Thus,  in  most  cases,  des- 


ignations will  be  made  by  cities  or  ( for  areas 
outside  any  city)  by  county  governments. 
The  State  itself  and  special  purpose  govern- 
mental units  (e.g..  a  redevelopment  agency 
itself)  are  not  treated  as  governmental  units 
entitled  to  designate  blighted  areas. '' 
Size  limitations 

Maximum,  area  size 

Under  the  conference  agreement,  the  ag- 
gregate blighted  areas  designated  by  a  gen- 
eral purpose  local  governmental  unit  may 
not  contain  real  property,  the  assessed  value 
of  which  exceeds  20  percent  of  the  assessed 
value  of  all  real  property  located  within  the 
jurisdiction  of  the  governmental  unit.  The 
percentage  with  respect  to  any  area  is  to  be 
determined  at  the  time  the  area  is  designat- 
ed, with  these  percentages  being  aggregated 
for  purposes  of  the  20  percent  test.  For  ex- 
ample, assume  that  a  city  designates  a  rede- 
velopment area  in  1987  that  contains  10  per- 
cent of  the  asses-sed  value  of  real  property 
located  in  the  city  (determined  as  of  1987). 
Assume  further  that  the  city  designates  a 
second  area  in  1992  containing  5  percent  of 
the  assessed  value  of  all  real  property  in  the 
city  (determined  as  of  1992).  If  the  city 
wishes  to  designate  a  third  area  in  1997. 
that  area  may  not  contain  more  than  5  per- 
cent of  the  assessed  value  of  real  property 
in  the  city,  determined  as  of  1997. '^  Previ- 
ously designated  areas  cease  to  be  taken 
into  account,  for  purpo.ses  of  the  20  percent 
test,  if  no  qualified  redevelopment  bonds  (or 
similar  bonds  issued  under  prior  law) 
remain  outstanding  with  respect  to  the 
area.  Once  an  area  ceases  to  be  counted,  the 
area  must  be  redesignated  under  the  rules 
of  the  conference  agreement  before  further 
bonds  may  be  issued  for  redevelopment 
therein. 

Districts  designated  before  January  1. 
1986.  and  with  respect  to  which  qualifying 
activities  were  in  progress  on  that  date,  are 
not  subject  to  the  20  percent  rule  However, 
no  new  districts  may  be  designated,  or  exist- 
ing districts  expanded,  until  the  jurisdiction 
is  in  compliance  with  the  20  percent  limit 
(determined  inclusive  of  tho.se  existing  dis- 
tricts). 

Minimum  area  size 

A  designated  blighted  area  must  satisfy 
one  of  the  two  following  requirements: 

(1)  The  area  is  comprised  of  at  least  100 
compact  and  contiguous  acres:  or 

(2)  The  area  is  comprised  of  between  10 
and  100  compact  and  contiguous  acres,  and 
no  more  than  25  percent  of  the  bond-fi- 
nanced land  in  the  area  is  to  be  provided  to 
any  one  person  or  related  persons.  The  25 
percent  rule  is  not  considered  to  be  violated 
if  more  than  25  percent  of  financing  is  to  be 
made  available  to  one  person  (or  related 
persons)  on  an  interim  basis  for  use  in  rede- 
velopment activities  and  the  redevelopment 
property  is  to  be  transferred  with  reasona- 
ble speed  to  persons  satisfying  the  25-per- 
cent limitation  as  part  of  a  unified  develop- 
ment plan.  This  latter  determination  is  to 
be  based  on  the  financing  provided  pursuant 
to  the  overall  redevelopment  plan  for  the 
area,  rather  than  on  an  i.ssue-by-issue  basis. 
For  purposes  of  this  rule,  the  fact  that  more 
than  25  percent  may  be  used  by  a  developer 
on  a  temporary,  interim  basis  while  redevel- 


""  This  is  similar  to  the  test  applied  for  purposes 
of  allocating  bond  authority  among  overlapping 
units  for  purposes  of  the  private  activity  bond 
volume  limitation. 


"  The  Slate  is.  however,  required  to  establish  the 
criteria  (or  designating  these  areas,  as  described 
above. 

"  For  purposes  of  determining  these  percentages, 
the  total  assessed  value  of  real  property  in  the  ju 
risdiclion  includes  real  property  located  in  previ- 
ously designated  blighted  areas. 


opment  activities  are  conducted  may  be  dis- 
regarded. 

The  conferees  intend  that  the  designation 
of  blighted  areas  will  be  made  in  contempla- 
tion of  the  redevelopment  of  the  entire  des- 
ignated area  and  that  areas  will  not  be  arti- 
ficially designated  in  order  to  allow  bond  fi- 
nancing for  one  or  a  few  specific  facilities 
which  happen  to  be  located  in  the  area. 

d.  Application  of  IDB  limitations 
Present  Law 

Special  targeting  requirements  apply  to 
rental  and  owner-occupied  housing  con- 
structed with  tax-exempt  bond  proceeds. 
(See.  the  descriptions  above  on  the  rules  for 
exempt-facility  bonds  for  residential  rental 
projects  and  the  rules  for  qualified  mort- 
gage bonds.) 

The  financing  of  certain  facilities  (includ- 
ing airplanes,  skyboxes.  health  clubs,  gam- 
bling facilities,  and  liquor  stores)  with  IDB 
proceeds  is  prohibited  (sec.  103(b)(18)  of 
present  law).  The  financing  of  certain  other 
facilities  (including  retail  food  and  beverage 
establishments,  automobile  sales  and  serv- 
ice, recreation  and  entertainment  facilities, 
and  various  specified  types  of  facilities)  is 
either  restricted  or  prohibited  with  respect 
to  small  issue  IDBs  (sec.  103(b)(6)(O)). 

House  Bill 
General  rules 

Qualified  redevelopment  bonds  are  sub- 
ject to  the  volume  and  other  limitations  ap- 
plicable to  private  activity  bonds,  except  the 
limitation  on  use  of  bond  proceeds  to  fi- 
nance nonagricultural  land. 

Rental  and  owner-occupied  housing 

Owner-occupied  housing  rehabilitated 
with  qualified  redevelopment  bond  pro- 
ceeds, or  constructed  on  land  financed  with 
qualified  redevelopment  bonds,  is  permitted 
only  if  (a)  the  first  purcha.ser  of  each  resi- 
dence reasonably  expects  it  to  be  his  or  her 
principal  residence,  and  (b)  the  residence 
satisfies  the  purchase  price  limitation  which 
would  apply  for  qualified  mortgage  bonds  in 
the  same  location. 

Residential  rental  housing  rehabilitated 
with  qualified  redevelopment  bond  pro- 
ceeds, or  constructed  on  bond-financed  land, 
must  satisfy  all  Code  targeting  require- 
ments applicable  to  bond-financed  multi- 
family  residential  rental  property  through- 
out the  qualified  project  period  (as  defined 
for  these  exempt-facility  bonds). 

Prohibited  facilities 

Facilities,  the  financing  of  which  is  re- 
stricted or  prohibited  with  respect  to 
exempt-facility  or  small-issue  bonds,  may 
not  be  located  on  land  financed  with  quali- 
fied redevelopment  bonds. 

Senate  Amendment 
General  rules 

Qualified  redevelopment  bonds  are  treat- 
ed as  IDBs.  and  hence  generally  are  subject 
to  all  IDB  restrictions,  including  the  volume 
limitation  for  IDBs  and  student  loan  bonds. 
An  exception  is  provided  from  the  limita- 
tion on  the  use  of  bond  proceeds  to  finance 
nonagricultural  land. 
Rental  and  owner-occupied  housing 

The  Senate  amendment  does  not  apply 
qualified  mortgage  bond  or  rental  housing 
IDB  targeting  rules  to  housing  rehabilitated 
with  qualified  redevelopment  bonds,  or  con- 
structed on  land  financed  with  these  bonds. 

Prohibited  facilities 

Except  as  provided  in  the  following  para- 
graph, no  more  than  25  percent  of  bond  pro- 
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ceeds may  be  used  for  facilities  with  respect 
to  which  IDB  financing  is  restricted  or  for 
land  on  which  such  facilities  are  to  be  locat- 
ed. 

The  following  facilities  may  not  be  fi- 
nanced with  redevelopment  bonds  or  locat- 
ed on  land  financed  with  such  bonds: 

(1)  Private  or  commercial  golf  courses: 

(2)  Country  clubs; 

(3)  Massage  parlors,  hot  tub  facilities,  or 
suntan  facilities:  and 

(4)  Racetracks  and  other  facilities  primar- 
ily used  for  gambling. 

Conference  Agreement 
General  rules 

Qualified  redevelopment  bonds  are  treat- 
ed as  tax-exempt  private  activity  bonds  and 
generally  are  subject  to  the  rules  applicable 
to  such  bonds.  An  exception  is  provided 
from  the  limitation  on  use  of  bond  proceeds 
to  acquire  nonagricultural  land.^'^ 

Rental  and  owner-occupied  housing 

The  conference  agreement  follows  the 
Senate  amendment.  Thus,  the  targeting 
rules  for  qualified  mortgage  t>onds  or  multi- 
family  residential  rental  housing  bonds  are 
not  applied  to  housing  constructed  or  reha- 
bilitated on  land  financed  with  these  bonds. 
(No  new  housing  (or  other  structures)  may 
be  constructed,  or  existing  structures  ex- 
panded, with  the  bond  proceeds  themselves: 
however,  this  housing  may  be  financed  with 
(1)  private,  taxable  financing,  or  (2)  mort- 
gage revenue  bonds  or  exempt-facility  bonds 
for  residential  rental  housing  with  or  with- 
out conjunctive  use  of  the  new  low  income 
housing  tax  credit  (subject  to  the  targeting 
and  other  restrictions  applicable  to  those 
bonds. ) 

Prohibited  facilities 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment.  Thus,  under 
the  conference  agreement,  no  more  than  25 
percent  of  qualified  redevelopment  bond 
proceeds  may  be  used  to  finance  facilities 
the  financing  of  which  is  restricted  or  pro- 
hibited with  respect  to  qualified  small-issue 
bonds  (new  sec.  144(a)(8))  or  for  private  ac- 
tivity bonds  generally  (new  sec.  147(e)),"  or 
the  land  on  which  such  facilities  are  or  are 
to  be  located.  Additionally,  no  proceeds  of 
qualified  redevelopment  bonds  may  be  used 
to  finance  the  following  facilities  (or  land 
for  such  facilities): 

( 1 )  Private  or  commercial  golf  courses: 

(2)  Country  clubs: 

(3)  Massage  parlors,  hot  tub  facilities,  or 
suntan  facilities: 

(4)  Racetracks  or  other  facilities  used  pri- 
marily for  gambling:  and 

(5)  Any  store  the  principal  business  of 
which  is  the  sale  of  alcoholic  beverages  for 
off-premises  consumption. 

Effective  date 

The  new  rules  for  qualified  redevelopment 
bonds  apply  to  bonds  issued  after  August  15, 
1986. 


'■'  The  limitation  on  use  of  bond  proceeds  to  ac- 
quire existing  facilities,  unless  rehabilitation  ex- 
penditures equal  or  exceed  15  percent  of  bond-fi- 
nanced acquisition  costs  does  apply  to  qualified  re- 
development bonds.  However,  the  conferees  intend 
that  if  land  and  existing  structures  located  thereon 
are  acquired  with  an  intent  to  demolish  the  struc- 
tures, that  all  costs  of  acquiring  the  property  are  to 
t>e  treated  as  land  acquisition  costs.  (See  also,  sec 
280B.) 

"•  These  parallel  the  present  law  facilities  which 
are  restricted  or  prohibited  with  respect  to  .small 
issue  IDBs  or  IDBs  in  general. 


7.  Qualified  .501(c)(.1l  RondK 

Present  Law 

Interest  on  bonds  used  to  finance  exempt 
activities  of  nonprofit  organizations  de- 
scribed in  Code  section  501(c)(3)  generally  is 
tax-exempt.  Bonds  the  proceeds  of  which 
are  to  be  used  by  these  organizations  gener- 
ally are  subject  to  similar  requirements  as 
those  for  bonds  for  general  governmental 
operations.  Interest  on  these  bonds  is  not 
tax-exempt  if  more  than  25  percent  of  the 
proceeds  are  used  in  trades  or  businesses  of 
the  organizations  unrelated  to  their  exempt 
purpose  and  the  present-law  security  inter- 
est is  satisfied. 

House  Bill 

The  House  bill  permits  tax-exemption  for 
interest  on  qualified  501(c)(3)  bonds,  de- 
fined generally  as  bonds  all  proceeds  (other 
than  amounts  used  to  pay  issuance  costs  or 
invested  in  a  reasonably  required  reserve  or 
replacement  fund)  of  which  are  used  to  fi- 
nance activities  directly  related  to  the 
exempt  purpose  of  the  organization.  Addi- 
tionally, all  property  financed  with  such 
bonds  must  be  owned  either  by  a  section 
501(c)(3)  organization  or  by  a  governmental 
unit.  For  this  purpose,  ownership  is  deter- 
mined using  general  income  tax  rules. 

The  House  bill  further  restricts  the  out- 
standing amount  of  bonds  that  any  section 
501(c)(3)  organization  (or  group  of  related 
organizations)  may  have  outstanding  at  any 
time  to  $150  million.  This  $150  million  re- 
striction does  not  apply  to  hospital  bonds. 
Under  the  House  bill,  the  term  hospital  is 
defined  as  a  facility  that— 

(1)  is  accredited  by  the  Joint  Commission 
on  Accreditation  of  Hospitals  (JCAH).  or  is 
accredited  or  approved  by  a  program  of  the 
qualified  governmental  unit  in  which  such 
institution  is  located  if  the  Secretary  of 
Health  and  Human  Services  has  found  that 
the  accreditation  or  comparable  approval 
standards  of  such  qualified  governmental 
unit  are  essentially  equivalent  to  those  of 
the  JCAH: 

(2)  is  primarily  used  to  provide  diagnostic 
services  and  therapeutic  services  for  medical 
diagnosis,  treatment,  and  care  of  injured, 
disabled,  or  sick  persons  as  hospital  in-pa- 
tients, under  the  supervision  of  physicians; 

(3)  has  a  requirement  that  every  patient 
be  under  the  care  and  supervision  of  a  phy- 
sician; and 

(4)  provides  24-hour  nursing  services  ren- 
dered or  supervised  by  a  registered  profes- 
sional nurse  and  has  a  licensed  practical 
nurse  or  registered  nurse  on  duty  at  all 
times. 

The  term  hospital  does  not  include  rest  or 
nursing  homes,  day  care  centers,  medical 
school  facilities,  research  laboratories,  or 
ambulatory  care  facilities  (e.g.,  surgi- 
centers). 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill  except  only  95  percent  (rather 
than  all)  bond  proceeds  (other  than 
amounts  used  to  pay  issuance  costs  or  in- 
vested in  reasonably  required  reserve  or  re- 
placement funds)  must  be  used  for  the 
exempt  activities  of  the  section  501(c)(3)  or- 
ganization. The  Senate  amendment  also 
does  not  contain  the  $150  million  limitation 
on  outstanding  nonhospital  bonds  for  these 
organizations. 

Conference  Agreement 

The  conference  agreement  permits  tax-ex- 
emption for  interest  on  qualified  501(c)(3) 
bonds,  defined  generally  as  bonds  at  least  95 
percent  of  the  net  proceeds  of  which  are  to 


be  used  by  no  person  other  than  a  section 
501(c)(3)  organization  or  a  governmental 
unit.  A  bond  is  not  a  qualified  501(c)(3) 
bond  if  the  bond  would  be  a  private  activity 
bond  if  section  501(c)(3)  organizations  were 
treated  as  governmental  units  with  respect 
to  their  exempt  activities  and  5  percent 
were  substituted  for  10  percent  in  the  pri- 
vate business  use  and  security  interest  tests. 
Under  the  conference  agreement  as  under 
present  law,  the  use  of  bond  proceeds  by  a 
section  501(c)(3)  organization  in  an  unrelat- 
ed trade  or  business  (as  determined  by  ap- 
plying sec.  513(a))  is  a  private  use.  Further, 
under  the  conference  agreement,  as  is  true 
of  other  private  activity  bonds,  costs  of  issu- 
ance are  not  treated  as  spent  for  the  exempt 
purpose  of  the  borrowing.  (See  also,  the  de- 
scription below  of  the  new  limitations  on  fi- 
nancing costs  of  issuance. ) 

The  conferees  understand  that  some  gov- 
ernmental units  issue  composite  issues,  a 
part  of  the  proceeds  of  which  is  to  be  used 
for  governmental  activities  and  a  part  of 
which  is  to  be  used  for  financing  for  section 
501(c)(3)  organizations  operating  within  the 
jurisdiction  of  the  issuer.  The  conferees  do 
not  intend  to  preclude  continuation  of  such 
composite  issues  provided  all  applicable  re- 
quirements for  tax-exemption  for  each  type 
of  use  concerned  are  satisfied.  Thus,  the 
conferees  intend  that,  where  an  issue  con- 
sists of  two  components— governmental  fi- 
nancing and  qualified  501(c)(3)  financing— 
and  the  two  components,  viewed  as  separate 
issues,  satisfy  all  requirements  for  tax-ex- 
emption as  (a)  governmental  bonds  and  (b) 
qualified  501(c)(3)  bonds,  respectively,  a 
composite  tax-exempt  issue  be  permitted." 

The  conferees  further  are  aware  that  cer- 
tain State  or  local  governmental  universities 
and  hospitals  (including  certain  public  bene- 
fit corporations)  also  have  received  determi- 
nation letters  regarding  their  tax-exempt 
status  under  Code  section  501(c)(3).  The 
committee  intends  that,  to  the  extent  that 
such  an  entity  is  a  governmental  unit  or  an 
agency  or  instrumentality  of  a  governmen- 
tal unit  (determined  as  under  present  law), 
bonds  for  the  entity  will  be  treated  as  gov- 
ernmental bonds  rather  than  as  qualified 
501(c)(3)  bonds. 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  on 
the  ownership  requirement  for  property  fi- 
nanced with  qualified  501(c,'(3)  bonds,  and 
follows  the  House  bill  on  the  $150  million 
per  organization  limitation  on  outstanding 
non-hospital  bonds,  with  a  modification  pro- 
viding that  the  limitation  takes  into  account 
only  qualified  501(cK3)  bonds.^*  The  confer- 
ees intend  that  the  definition  of  hospital  in- 
clude persons  who  are  mentally  ill  in  the 
term  "sick  persons."  The  conference  agree- 
ment further  clarifies  that  bonds  issued 
before  August  16.  1986,  for  section  501(c)(3) 
organizations  count  toward  the  $150  million 
limitation  only  if  more  than  25  percent  of 
the  proceeds  were  to  be  used  directly  or  in- 
directly by  a  such  an  organization  or  organi- 
zations (and  other  nongovernmental  per- 
sons) and  the  present-law  security  interest 
test  was  satisfied.'" 


"The  portion  of  the  composite  issue  that  is  a 
qualified  501(c)(3i  bond  is  to  be  treated  as  such  for 
all  purposes,  e.g..  the  $150  million  limitation  on 
nonhospital  tx)nds  and  the  change  in  use  penalties. 

'"  As  under  the  House  bill,  refundings.  other  than 
advance  refundings.  do  not  count  toward  the  $150 
million  limit  if  the  amount  of  the  refunding  bonds 
does  not  exceed  the  outstanding  amount  of  the  re- 
funded bonds. 

'■'  A  special  transitional  exception,  similar  to  that 
provided  under  the  $40  million  limit  for  small-issue 
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The  conferees  intend  that  as  under  the 
House  bill,  if  an  issue  is  to  be  used  only  in 
part  for  hospitals,  the  portion  actually  used 
for  hospitals  is  to  l)e  exempt  from  the  $150 
million  limit  as  a  hospital  bond.  The  confer- 
ees further  are  aware  that  some  bond-fi- 
nanced facilities  may  be  used  partially  as 
part  of  a  hospital  and  partially  as  a  part  of 
a  nonhospital.  related  facility.  For  example, 
a  laboratory  may  serve  both  a  hospital  and 
private  physicians"  offices.  Bonds  used  for 
such  mixed-use  facilities  may  be  treated  as 
hospital  bonds  to  the  extent  of  the  propor- 
tionate share  of  the  use  of  the  facilities  for 
in-patient  hospital  services  or  to  the  extent 
provided  pursuant  to  other  allocation  for- 
mulae prescribed  by  the  Treasury  Depart- 
ment. 

Additionally,  the  conference  agreement 
permits  section  501(c)(3)  organizations  to 
elect  not  to  treat  such  bonds  as  qualified 
501(cM3)  bonds,  and  to  benefit  thereby  from 
exempt-facility  l)ond  and  qualified  redevel- 
opment bond  financing,  provided  that  fi- 
nancing is  subject  to  the  new  State  private 
activity  t>ond  volume  limitations.  For  exam- 
ple, a  section  501(c)(3)  organization  may 
participate  in  a  multifamily  residential 
rental  project  financed  with  bonds  subject 
to  the  State  volume  limitations  by  making 
such  an  election. 

Effective  (fate.— These  provisions  apply  to 
bonds  (including  refunding  bonds)  issued 
after  August  15.  1986.  subject  to  the  follow- 
ing transitional  exceptions: 

(1)  Bonds  for  section  501(c)(3)  organiza 
tions  (other  than  refunding  bonds)  are  not 
subject  to  the  new  ownership  requirements 
provided  the  commencement  of  construc- 
tion (including  construction  or  rehabilita- 
tion) or  binding  contract  rules  described  in 
the  discussion  of  effective  dates  for  the  new 
rules  on  governmental  bonds  are  satisfied; 
and 

(2)  Current  refundings  of  bonds  for  these 
organizations  originally  issued  before 
August  16.  1986.  which  refunded  bonds  qual- 
ify for  tax-exemption  under  present  law. 
but  do  not  qualify  under  the  agreement,  are 
not  subject  to  the  new  rules  provided  the 
amount  of  the  refunding  bonds  does  not 
exceed  the  outstanding  amount  of  the  re- 
funded bonds  and  the  maturity  limitations 
applicable  to  qualified  S01(c)(3)  bonds  under 
the  conference  agreement  are  satisfied. 

(3)  Advance  refundings  of  bonds  issued  for 
section  501(c)(3)  organizations  before 
August  16.  1986.  are  permitted  under  a  tran- 
sitional exception  (without  regard  to  wheth- 
er the  bonds  satisfy  all  requirements  under 
the  agreement  to  be  qualified  501(c)(3) 
bonds).  These  advance  refundings  must 
comply  with  the  new  advance  refunding  re- 
strictions applicable  to  qualified  501(c)(3) 
bonds. 

8.  Miscellaneou.s  Restrictions  on  Private  .\ctivity 
Bonds 
a.  Use  of  bond  proceeds  for  activity  qualifying 
for  tax-exempt  rinancing  and  limitation  on 
bond-rinancinK  of  costs  of  issuance 
Present  Law 
Under  present  law.  at  least  90  percent  of 
the  proceeds  of  IDBs  and  qualified  veterans' 
mortgage    tx>nds    must    be    used    for    the 
exempt  purpose  of  the  borrowing;  the  re- 
maining  10  percent  may  be  used  for  any 


bonds  applies  to  current  refundings  of  501(c><3) 
bonds.  This  exception  applies  to  current  refunding 
twnds  that— 

( 1 )  have  a  lower  interest  rate  than  the  rate  on  the 
refunded  issue:  and 

(2)  the  amount  of  which  does  not  exceed  the  out- 
standing amount  of  the  refunded  txinds. 


purpose.  At  least  85  percent  of  the  proceeds 
of  qualified  student  loan  bonds  must  be 
used  to  make  or  finance  student  loans;  the 
remaining  15  percent  may  be  used  for  any 
purpose.  In  determining  whether  the  90  or 
85  percent  requirements  are  satisfied, 
amounts  investecj  in  a  reasonably  required 
reserve  or  replacement  fund  and  amounts 
used  to  pay  costs  of  issuance  are  disregarded 
(i.e..  the  90-  or  85-percent  requirement  is  de- 
termined by  reference  to  the  bond  proceeds, 
without  regard  to  these  amounts). 

All  lendable  proceeds  of  qualified  mort- 
gage bonds  must  be  used  to  finance  mort- 
gage loans;  at  least  90  percent  of  the  lenda- 
ble proceeds  must  be  used  to  finance  loans 
to  first-time  homebuyers.  Lendable  proceeds 
are  defined  as  gross  proceeds  minus 
amounts  invested  in  a  reasonably  required 
reserve  or  replacement  fund  and  amounts 
used  to  pay  costs  of  issuance. 

At  least  75  percent  of  the  proceeds  of 
bonds  issued  for  section  501(c)(3)  organiza- 
tions must  be  used  to  finance  exempt  activi- 
ties of  the  organization  for  which  the  bonds 
are  issued.  Bond-financing  for  activities  con- 
stituting an  unrelated  trade  or  business  or 
for  other  private  purposes  in  excess  of  25 
percent  of  the  issue  (5  percent  if  used  for 
loans)  results  in  the  bonds  being  taxable 
IDBs  or  private  loan  bonds. 

No  overall  limitation  is  imposed  on  the 
amount  of  costs  of  issuance  that  may  be  fi- 
nanced with  bond  proceeds. 
House  Bill 

The  House  bill  requires  that  all  net  pro- 
ceeds of  each  issue  of  private  activity  bonds 
be  used  for  the  exempt  purpose  of  the  bor- 
rowing. Net  proceeds  are  defined  as  the  pro- 
ceeds of  the  issue  minus  amounts  invested 
in  a  reasonably  required  reserve  or  replace- 
ment fund  and  amounts  paid  for  costs  of  is- 
suance. 

Senate  Amendment 

The  Senate  amendment  generally  requires 
that  at  least  95  percent  of  net  proceeds  (de- 
fined as  under  the  House  bill)  be  used  for 
the  exempt  purpose  of  the  borrowing.  In 
the  ca^e  of  qualified  student  loan  bonds,  the 
required  percentage  is  85.  and  in  the  case  of 
qualified  veterans'  mortgage  bonds,  the  re- 
quired percentage  is  90. 

Conference  Agreement 

The  conference  agreement  requires  that 
at  least  95  percent  of  the  net  proceeds  of  all 
issues  of  private  activity  bonds  be  used  for 
the  exempt  purpose  of  the  borrowing.  This 
percentage  is  reduced  to  90  percent  in  the 
case  of  qualified  student  loan  bonds  issued 
in  connection  with  the  Federal  GSL  and 
PLUS  programs.  Net  proceeds  is  defined  as 
the  proceeds  of  the  issue  minus  amounts  in- 
vested in  a  reasonably  required  reserve  or 
replacement  fund.*"  Thus,  amounts  used  to 
pay  any  costs  of  issuance  must  be  paid  from 
the  so-called  5  percent  "bad  money"  portion 
of  an  issue. 

The  conference  agreement  further  re- 
stricts the  amount  of  private  activity  bond 
proceeds  that  may  be  used  to  finance  costs 
of  issuance  to  2  percent  of  the  face  amount 
of  the  issue.  This  amount  is  increased  to  3.5 
percent  in  the  case  of  issues  of  mortgage 
revenue  bonds  the  face  amount  of  which 
does  not  exceed  $20  million. 

Costs  of  issuance  subject  to  the  two-per- 
cent limitation  include  all  costs  incurred  in 
connection  with  the  borrowing— in  general, 
all  costs  that  are  treated  as  costs  of  issuance 


"•See  also,  the  description  of  the  rules  on  re- 
quired use  of  bond  proceeds  in  the  discussion  of 
each  type  of  private  activity  bond. 


under  the  present  Treasury  Department 
regulations  and  rulings.  Examples  of  costs 
of  issuance  that  are  subject  to  the  two-per- 
cent limitation  include  (but  are  not  limited 
to)— 

(1)  underwriters'  spread  (whether  realized 
directly  or  derived  through  purchase  of  the 
bonds  at  a  discount  below  the  price  at  which 
they  are  expected  to  be  sold  to  the  public); 

(2)  counsel  fees  (including  bond  counsel, 
underwriter's  counsel,  issuer's  counsel,  com- 
pany counsel  in  the  case  of  borrowings  such 
as  those  for  exempt  facilities,  as  well  as  any 
other  specialized  counsel  fees  incurred  in 
connection  with  the  borrowing); 

(3)  financial  advisor  fees  incurred  in  con- 
nection with  the  borrowing; 

(4)  rating  agency  fees; 

(5)  trustee  fees  incurred  in  connection 
with  the  borrowing; 

(6)  paying  agent  and  certifying  and  au- 
thenticating agent  fees  related  to  issuance 
of  the  bonds; 

(7)  accountant  fees  (e.g..  accountant  ver- 
ifications in  the  case  of  advance  refundings) 
related  to  issuance  of  the  bonds; 

(8)  printing  costs  (for  the  bonds  and  of 
preliminary  and  final  offering  materials); 

(9)  costs  incurred  in  connection  with  the 
required  public  approval  process  (e.g..  publi- 
cation costs  for  public  notices  generally  and 
costs  of  the  public  hearing  or  voter  referen- 
dum); and 

(10)  costs  of  engineering  and  feasibility 
studies  necessary  to  the  issuance  of  the 
bonds  (as  opposed  to  such  studies  related  to 
completion  of  the  project,  but  not  to  the  fi- 
nancing). 

As  described  in  E..  below,  bond  insurance 
premiums  and  certain  letter  of  credit  fees 
may  be  treated  as  interest  expense  under 
the  arbitrage  restrictions.  To  the  extent  of 
their  treatment  as  interest,  the  initial  cost 
of  these  types  of  costs  of  issuance  may  be  fi- 
nanced in  addition  to  the  two-percent  limit 
on  financing  other  costs  of  issuance. 

Effective  date— These  provisions  apply  to 
all  private  activity  bonds  (including  refund- 
ing bonds)  issued  after  August  15.  1986. 

b.  Relationship  of  bond  maturity  to  life  of 
assets 

Present  Law 

The  weighted  average  maturity  of  IDBs 
may  not  exceed  120  percent  of  the  reason- 
ably expected  economic  life  of  the  bond-fi- 
nanced property.  The  economic  life  of  prop- 
erty is  a  factual  determination;  however, 
the  ADR  midpoint  lives  may  be  used  as  a 
safe-harbor.  For  real  property,  the  safe- 
harbor  is  50  years. 

No  special  maturity  restrictions  apply  to 
bonds  other  than  IDBs. 

House  Bill 
The  House  bill  extends  to  all  private  activ- 
ity bonds  (other  than  mortgage  revenue 
bonds  and  student  loan  bonds)  the  present- 
law  rule  that  the  weighted  average  maturity 
of  bond-financed  property  may  not  exceed 
120  percent  of  its  reasonably  expected  eco- 
nomic life. 

Senate  Amendment 
The  Senate  amendment  extends  the 
present-law  restriction  only  to  qualified 
501(c)(3)  bonds,  with  an  exception  for  bonds 
issued  to  finance  mortgage  loans  insured 
under  certain  PHA  programs.  Additionally, 
the  Senate  amendment  provides  that  for 
certain  pooled  issues  for  multiple  section 
501(c)(3)  organizations,  compliance  with  the 
requirement  is  to  be  determined  treating 
each  loan  as  a  separate  issue. 
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Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  with  a  modification 
providing  that  the  safe-harbor  maturity  to 
be  used  for  bond-financed  land  is  30  years. 

Effective  dale.— This  provision  applies  to 
bonds  (including  refunding  bonds)  issued 
after  August  15.  1986. 

r.  Restriction  on  bond-financinK  for  land  and 
existinK  property 

Present  Law 

Interest  on  IDBs  is  generally  is  taxable  if 
more  than  25  percent  of  the  proceeds  of  an 
issue  is  used  to  finance  land.  Acquisition  of 
existing  property  may  not  be  financed  with 
tax-exempt  IDBs  unless  a  statutory  reha- 
bilitation requirement  is  satisfied. 
House  Bill 

The  House  bill  extends  the  present  IDE 
restrictions  on  financing  land  and  existing 
property  to  all  private  activity  bonds  (other 
than  mortgage  revenue  bonds  and  student 
loan  bonds). 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

d.    Restriction   on   bond-rinancing  for  certain 
specified  facilities 

Present  Law 

Interest  on  IDBs  is  not  tax-exempt  if  any 
portion  of  the  proceeds  are  used  to  provide 
airplanes,  skyboxes  or  any  other  private 
luxury  boxes,  any  health  club  facility,  any 
facility  primarily  used  for  gambling,  or  any 
store  the  principal  business  of  which  is  the 
sale  of  alcoholic  beverages  for  consumption 
off  premises.  Small-issue  bonds  are  subject 
to  additional  restrictions  on  financing  of 
certain  specified  facilities. 
House  Bill 

The  House  bill  extends  the  present  IDB 
requirements  to  all  private  activity  bonds. 
Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill,  with  a  modification  providing 
that  the  restriction  on  health  club  facilities 
does  not  apply  to  qualified  501(c)(3)  bonds  if 
the  health  club  facility  is  directly  used  for 
the  purpose  qualifying  the  section  501(c)(3) 
organization  for  tax  exemption.  Additional- 
ly, the  conference  agreement  provides  that 
qualified  redevelopment  bonds  are  subject 
to  a  specific  separate  list  of  facilities  for 
which  financing  is  restricted  or  may  not  be 
provided  in  lieu  of  this  general  restriction. 

Effective  date.— This  provision  is  effective 
for  bonds  (including  refunding  bonds) 
issued  after  August  15,  1986. 

Transitional  exceptions  are  provided  for 
bonds  (other  than  refunding  bonds)  which 
may  be  issued  under  present  law,  but  not 
un(ler  the  conference  agreement,  if  (1)  the 
property  to  be  financed  is  acquired  after 
September  25,  1985,  pursuant  to  a  contract 
entered  into  on  or  before  that  date,  and 
that  was  binding  at  all  times  thereafter,  or 
(2)  the  original  use  of  the  bond-financed 
property  begirvs  with  the  taxpayer  and 
either  (a)  a  binding  construction  contract 
for  significant  expenditures  was  entered 
into  before  September  26,  1986,  with  respect 
to  the  property  or  (b)  construction  of  the 
property  commenced  l)efore  that  date  and 
was  completed  after  September  25,  1985. 
For  purposes  of  this  rule,  the  term  signifi- 
cant expenditures  has  the  same  meaning  as 


under  the  transitional  exceptions  for  the 
new  definition  of  essential  function  bond. 
(See,  A.,  above.) 

A  further  transitional  exception  is  provid- 
ed for  current  refundings  of  bonds  that 
qualify  for  tax-exemption  under  present 
law,  but  do  not  qualify  under  the  conference 
agreement,  provided  the  amount  of  the  re- 
funding bonds  does  not  exceed  the  out- 
standing amount  of  the  refunded  bonds  and 
that  the  refunding  bonds  comply  with  the 
restriction,  described  above,  on  the  relation- 
ship of  bond  maturity  to  economic  life  of 
bond-financed  property.  (See,  A.,  above.) 

e.  Public  hearing  and  approval  or  voter  referen- 

dum requirement 

Present  Law 
IDBs  may  be  issued  only  after  the  issuer 
holds  a  public  hearing  and  the  issuance  of 
the  bonds  is  approved  by  a  designated  elect- 
ed official.  Alternatively,  issuance  of  the 
IDBs  may  be  approved  by  a  voter  referen- 
dum. 

House  Bill 
The  House  bill  extends  this  present  IDB 
requirement  to  all  private  activity  bonds. 
Senate  Amendment 
No  provision. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill. 

Effective  date.— This  provision  applies  to 
bonds  (including  refunding  bonds)  issued 
after  December  31,  1986.  (IDBs  presently 
subject  to  the  requirement  are  not  affected 
by  this  prospective  effective  date.) 

f.  Substantial  user  restriction 

Present  Law 

Interest  on  IDBs  is  taxable  di  -ing  any 
period  when  the  bonds  are  held  t  •  a  sub- 
stantial user  (or  any  related  person  of  the 
bond-financed  facilities. 

House  Bill 

The  House  bill  extends  the  substantial 
user  restriction  to  all  private  activity  bonds, 
other  than  mortgage  revenue  bonds  and 
qualified  student  loan  bonds. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

K.   Change  in   use  of  private-activity   bond-fi- 
nanced property 

Present  Law 

Tax-exempt  bonds  generally  are  not  re- 
quired to  be  redeemed  if  the  use  of  bond-fi- 
nanced property  changes  from  a  use  qualify- 
ing interest  on  the  bonds  for  tax-exemption 
to  a  nonqualified  use.  In  certain  cases,  how- 
ever, interest  on  the  bonds  becomes  taxable. 
House  Bill 

The  House  bill  provides  that  a  change  in 
use  of  property  financed  with  private  activi- 
ty bonds  to  a  use  not  qualifying  for  tax- 
exempt  financing  generally  results  in  loss  of 
income  tax  deductions  for  rent,  interest,  or 
equivalent  amounts  paid  by  the  person 
using  the  property  in  the  nonqualified  use. 
Section  501(c)(3)  organizations  realize  unre- 
lated business  income  with  respect  to  any 
such  use. 

These  consequences  apply  in  addition  to 
any  loss  of  tax  exemption  on  bond  interest 
provided  under  present  law. 

Senate  Amendment 

The  Senate  amendment  follows  the  House 
bill. 


Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

Effective  date.— This  provision  applies  to 
changes  in  use  of  bond-financed  property 
occurring  after  August   15,   1986,  with  re- 
spect to  financing  provided  after  that  date. 
('.  Volume  Limitation§  on  Private  Activity  Bonds 
Present  Law 
Three  separate  sets  of  volume  limitations 
are  imposed  under  present  law  with  respect 
to  certain  types  of  private  activity  bonds. 
Limitation  on  student  loan  bonds  and  most 
IDBs 

Aggregate  volume.— The  amount  of  stu- 
dent loan  bonds  and  most  IDBs  that  may  be 
issued  within  a  State  during  any  calendar 
year  is  limited  to  the  greater  of  $150  for 
each  resident  of  the  State  or  $200  million. 
The  $150  per  capita  limitation  is  scheduled 
to  be  reduced  to  $100  after  1986. 

Allocation  of  bond  authority.— E3x:h 
State's  volume  limitation  is  allocated  one- 
half  to  State  issuers  and  one-half  to  local- 
ities within  the  State  on  the  basis  of  relative 
populations,  unless  the  State  adopts  a  stat- 
ute providing  a  different  allocation.  Gover- 
nors of  each  State  are  permitted  to  issue 
proclamations  overriding  the  Federal  rules 
during  an  interim  period  before  State  legis- 
latures meet.  Each  person  allocating  bond 
authority  must  certify  that  the  allocation  is 
not  made  in  consideration  of  any  bribe,  gift 
or  campaign  contribution.  (A  special  alloca- 
tion rule  applies  for  States  having  constitu- 
tional home  rule  cities.) 

Carryforward  of  bond  authority.— Bond  is- 
suers may  elect  to  carry  forward  unused 
bond  authority  (for  up  to  three  years  gener- 
ally) for  specific,  identified  exempt-activity 
IDB  projects,  or  for  the  general  purpose  of 
issuing  student  loan  bonds.  Carryforward 
elections  are  not  permitted  for  small-issue 
IDBs. 
Qualified  mortgage  bonds 

Aggregate  volume.— The  annual  volume  of 
qualified  veterans'  bonds  that  may  be  issued 
within  a  State  is  limited  to  the  greater  of  ( 1 ) 
9  percent  of  the  average  annual  aggregate 
principal  amount  of  mortgages  executed 
during  the  three  preceding  years  for  single- 
family  owner-occupied  residences  located  in 
the  State,  or  (2)  $200  million. 

Allocation  of  bond  authority.— Qu&lified 
mortgage  bond  authority  is  allocated  among 
issuers  in  each  State  pursuant  to  rules  like 
those  applicable  to  student  loan  bonds  and 
most  IDBs. 

Carryforward  of  bond  authority.— St&tes 
may    not    carryforward    unused    qualified 
mortgage  bond  authority. 
Qualified  veterans'  mortgage  bonds 

Aggregate  volume.— The  five  States  per- 
mitted to  issue  qualified  veterans'  mortgage 
bonds  are  subject  to  volume  liivitations 
based  on  the  volume  in  which  they  issued 
bonds  during  the  period  beginning  on  Janu- 
ary 1.  1979.  and  ending  on  June  22.  1984. 

Allocation  of  bond  au/Ziorits'.— Qualified 
veterans'  mortgage  bonds  are  general  obli- 
gation bonds  of  the  issuing  State.  This  bond 
authority  is  not  allocated  to  any  local  gov- 
ernmental issuers. 

Carryforward  of  bond  authority.— St&tes 
may  not  carry  forward  unused  qualified  vet- 
erans' mortgage  bond  authority. 
Private  activity  bonds  not  subject  to  volume 
limitations 

No  volume  limitations  are  imposed  with 
respect  to  private  activity  bonds  the  pro- 
ceeds of  which  are  to  be  used— 
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(1)  by  section  501(c>(3)  organizations: 

(2)  for  multifamily  rental  housing:  or 

(3)  for  governmenlally  owned  airports. 
docks  and  wharves,  mass  commuting  facili- 
ties, convention  centers,  and  trade  show  fa- 
cilities. 

For  purposes  of  item  (3),  above,  facilities 
are  not  treated  as  privately  owned  solely  by 
reason  of  the  lease  term  if  the  lessee  makes 
an  irrevocable  election  not  to  claim  depre- 
ciation on  or  the  investment  tax  credit  with 
respect  to  the  facility. 

House  Bill 
Unified  tjolume  limitation 

A  single  volume  limitation  is  imposed  with 
respect  to  the  following  bonds  issued  by 
States  and  local  government  issuers  within 
the  SUte: 

(1)  All  private  activity  (i.e..  nonessential 
function)  bonds  with  respect  to  which  tax 
exemption  is  permitted  (except  certain  air- 
port and  dock  and  wharf  bonds,  discussed 
below):  and 

(2)  The  portion  of  an  essential  function 
(i.e..  governmental)  bond  issue  in  excess  of 
(1  million  that  is  used  by  persons  other 
than  a  State  or  local  government  (i.e..  the 
"private  use"  portion). 

Aggregate  volume.— The  annual  volume  of 
tax-exempt  private  activity  bonds  (including 
the  private  use  portion  of  essential  function 
bonds,  discussed  above)  issued  by  each  State 
and  local  government  issuer  within  the 
State  may  not  exceed  the  greater  of  $175 
per  resident  of  the  State  or  $200  million. 

This  per  capita  limitation  is  reduced  to 
$125  per  resident  after  1987  to  reflect  the 
present-law  scheduled  sunset  of  tax  exemp- 
tion for  qualified  mortgage  bonds. 

Current  refunding  bonds  are  not  subject 
to  the  volume  limitation  if  the  amount  of 
the  refunding  bonds  does  not  exceed  the 
amount  of  outstanding  refunded  bonds  and 
the  bonds  do  not  have  a  maturity  date  after 
expiration  of  120  percent  of  the  reasonably 
expected  economic  life  of  the  bond-financed 
property  ( 17  years  for  nonfacility  bonds  and 
32  years  for  tax-exempt  mortgage  revenue 
bonds). 

Allocation  of  bond  authority.— Ea,ch 
State's  volume  limitation  is  allcx:ated  one- 
half  to  State  issuers  and  one-half  to  local  is- 
suers within  the  State  on  the  basis  of  rela- 
tive populations  unless  the  State  adopts  a 
statute  providing  a  different  allocation. 
Governors  of  each  State  are  permitted  to 
issue  proclamations  overriding  the  Federal 
allocation  rules,  effective  during  an  interim 
period  until  the  end  of  the  year  in  which 
the  State  legislature  next  meets  in  regular 
session. 

The  present-law  required  certification  by 
persons  allocating  bond  authority  is  re- 
pealed. 

Other  administrative  provisions  of  the 
present  IDB  volume  limitation  (including 
the  rules  for  determining  the  location  of 
property  receiving  volume  allocations,  and 
the  special  rule  for  States  having  constitu- 
tional home  rule  cities)  apply  under  the  new 
unified  volume  limitation. 

Carryforward  of  bond  authority.— Bond  is- 
suers may  elect  to  carry  forward  unused 
bond  authority  for  up  to  three  years  for  spe- 
cific, identified  projects  and  for  the  general 
purpose  of  issuing  either  (a)  qualified  mort- 
gage bonds,  (b)  qualified  veterans'  mortgage 
bonds,  or  (c)  student  loan  bonds.  Carryfor- 
ward elections  are  not  permitted  for  small- 
issue  bonds  or  for  the  private  use  portion  of 
essential  function  Iwnds. 

Permanent  set-aside  for  qualified  501(cl(3) 
bonds.— An  annual  amount  equal  to  $25  per 
capita  ($30  million  for  States  having  a  $200 


million  limit)  is  set-aside  permanently  for 
qualified  501(c)(3)  bonds. 

Protection  of  qualified  redevelopment 
bonds.— Unless  overridden  by  a  State  stat- 
ute, at  least  $6  per  capita  ($8  million  for 
States  using  the  $200  million  limit)  must  be 
set-aside  for  qualified  redevelopment  bonds 
in  States  that  issued  more  than  $25  million 
in  tax-increment  financing  bonds  between 
July  18.  1984.  and  January  1,  1986. 

Protection  of  housing  bonds.— Unless  over- 
ridden by  a  State  statute,  at  least  50  percent 
(reduced  to  25%  after  1987  to  reflect  the 
sunset  of  authority  to  issue  qualified  mort- 
gage bonds)  of  each  State's  annual  unified 
volume  limitation  is  required  to  be  used 
for- 

(1)  Multifamily  rental  housing  bonds: 

(2)  Qualified  mortgage  bonds:  or 

(3)  Qualified  veterans'  mortgage  bonds. 
At  least  one-third  of  the  housing  portion 

must  be  used  for  multifamily  housing  and 
one-third  for  single-family  housing,  unless 
otherwise  provided  by  the  governor  or  a 
State  statute. 

Priimte  activity  bonds  not  subject  to  volume 
limitations 
No  State  volume  limitations  are  imposed 
with  respect  to: 

(1)  Bonds  to  finance  airports  (other  than 
cargo  handling  facilities),  and 

(2)  Bonds  to  finance  docks  and  wharves 
(other  than  storage  facilities). 

(Tax-exempt  financing  for  these  facilities 
is  not  permitted  unless  the  facilities  are  gov- 
ernmentally  owned,  which  is  determined  by 
reference  to  general  income  tax  concepts  of 
ownership.) 

Senate  Amendment 
Volume  limitations 

Three  separate  sets  of  volume  limitations 
are  imposed  in  a  manner  similar  to  present 
law. 

Limitation   on   student   loan    bonds   and 
most  IDBs 

The  Senate  amendment  follows  present 
law.  including  the  reduction  in  the  State 
volume  limitations  to  $100  per  capita  after 
1986.  (Hazardous  waste  disposal  facility 
bonds  and  qualified  redevelopment  bonds 
are  subject  to  this  volume  limitation,  to- 
gether with  student  loan  bonds  and  other 
IDBs  (subject  to  the  exceptions  below).) 

Qualified  mortgage  bonds 

The  Senate  amendment  retains  the 
present-law  State  qualified  mortgage  bond 
volume  limitations. 

Qualified  veterans'  mortgage  bonds 

The     Senate     amendment     retains     the 
present-law    qualified    veterans'    mortgage 
bond  volume  limitations. 
Bonds  not  subject  to  volume  limitations 

No  State  volume  limitations  are  imposed 
with  respect  to— 

(1)  Qualified  501(c)(3)  bonds: 

(2)  Bonds  for  multifamily  rental  housing: 
or 

(3)  Bonds  for  airports,  docks  and  wharves, 
sewage,  solid  waste  disposal,  and  water-fur- 
nishing facilities,  if  the  bond-financed  prop- 
erty is  governmentally  owned. 

Under  a  safe  harbor  rule,  facilities  de- 
scribed in  (3)  above,  are  treated  as  govern- 
mentally  owned  for  purposes  of  this  provi- 
sion if  (a)  the  lessee  (including  a  user  pursu- 
ant to  a  management  contract  or  similar 
agreement)  makes  an  irrevocable  election 
not  to  claim  depreciation  or  an  investment 
tax  credit  with  respect  to  the  facility;  (b) 
the  term  of  any  lease,  management  con- 
tract,   or    similar    arrangement    does    not 


exceed  80  percent  of  the  reasonably  expect- 
ed economic  life  of  the  property;  and  (c)  the 
lessee,  etc.,  does  not  have  an  option  to  pur- 
chase the  facility  other  than  at  fair  market 
value.  The  requirements  of  (b)  and  (c)  above 
do  not  apply  to  bonds  for  solid  waste  dispos- 
al facilities. 

Conference  Agreement 
Private  activity  bond  volume  limitations 

The  conference  agreement  follows  the 
House  bill,  with  numerous  modifications. 
Under  the  agreement,  the  two  separate  sets 
of  volume  limitations  that  apply  under 
present  law  to  IDBs  and  student  loan  bonds 
and  qualified  mortgage  bonds  are  replaced 
with  a  single  private  activity  bond  volume 
limitation.  Qualified  veterans'  mortgage 
bonds  remain  subject  to  their  present-law 
State  volume  limitations. 

Allowable  bond  volume 

The  annual  volume  limitation  for  each 
State  is  equal  to  the  greater  of  (1)  $75  for 
every  individual  who  is  a  resident  of  the 
State  (as  determined  by  the  most  recent  es- 
timate of  the  State's  population  released  by 
the  Bureau  of  Census  before  the  beginning 
of  the  calendar  year  to  which  the  limitation 
applies)  or  (2)  $250  million.  These  annual 
State  volume  limitations  continue  through 
December  31.  1987.  after  which  time  each 
State's  volume  limitation  is  reduced  to  an 
amount  equal  to  the  greater  of  (1)  $50  per 
resident  of  the  State  or  (2)  $150  million. 

For  purposes  of  the  volume  limitation,  the 
District  of  Columbia  is  treated  as  a  State 
(and  therefore  may  receive  a  $250  million 
volume  limitation  until  1988.  when  it  will  re- 
ceive a  $150  million  limitation).  U.S.  posses- 
sions, having  populations  more  than  that  of 
the  least  populous  State  are  limited  to  the 
$7S/$50  per  capita  amounts.  U.S.  posses- 
sions having  populations  less  than  that  of 
the  least  populous  State  receive  annual 
volume  limitations  equal  to  the  per  capita 
amount  actually  received  by  the  least  popu- 
lous State  (i.e.,  the  $250/$150  million  safe- 
harbor  divided  by  the  least  populous  State's 
population). 

Unlike  the  House  bill,  there  are  no  special 
set-asides  for  specified  types  of  private  ac- 
tivity bonds  under  the  new  private  activity 
bond  volume  limitation. 

Bonds  subject  to  the  private  activity  bond 
volume  limitation 

Bonds  subject  to  the  new  private  activity 
bond  volume  limitation  include  most  private 
activity  bonds  for  which  tax-exemption  is 
permitted  and  the  private  use  portion  (in 
excess  of  $15  million)  of  governmental 
bonds."  Specifically,  the  volume  limitation 
applies  to  (1)  exempt-facility  bonds  (other 
than  bonds  for  airports,  docks  and  wharves, 
and  certain  governmentally  owned  solid 
waste  disposal  facilities),  (2)  qualified  mort- 
gage bonds,  (3)  small-issue  bonds,  (4)  quali- 
fied student  loan  bonds,  and  (5)  qualified  re- 
development t)onds.  Certain  other  private 
activity  bonds  for  which  tax -exemption  spe- 
cifically is  provided  also  are  subject  to  the 
new  private  activity  bond  volume  limita- 
tions." 


< '  The  portion  of  a  governmental  bond  that  may 
be  used  in  a  trade  or  business  of  a  person  other 
than  a  qualified  governmental  unit  may  not  exceed 
10  percent  of  net  proceeds.  Under  a  special  restric- 
tion on  bonds  for  output  facilities,  the  aggregate 
bond-financed  private  use  for  such  facilities  may 
not  exceed  $15  million:  therefore,  private  use  for 
these  facilities  will  never  exceed  the  amount  that 
renders  the  private  use  portion  of  governmental 
bonds  subject  to  the  new  volume  limitations. 

"  Bonds  issued  under  the  Texas  Veterans'  Land 
Bond   Program,    the   Oregon   Small-Scale   Energy 
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An  exception  to  the  requirement  that  pri- 
vate use  of  governmental  bond  proceeds  in 
excess  of  $15  million  be  subject  to  the  State 
volume  limitations  is  provided  in  the  case  of 
use  by  section  501(c)(3)  organizations,  if  the 
proceeds  used  by  the  section  501(c)(3)  orga- 
nization, viewed  as  a  separate  issue,  satisfy 
all  requirements  to  l>e  a  qualified  501(c)(3) 
l>ond.  For  a  more  complete  description  of 
the  rules  on  composite  issues  involving  both 
governmental  and  501(c)(3)  use,  see  the  dis- 
cussion of  the  new  rules  for  qualified 
501(c)(3)  bonds. 

Mortgage  credit  certificates  (MCCs)  may 
continue  to  be  issued  by  a  qualified  govern- 
mental unit  provided  that  the  aggregate 
annual  volume  of  MCCs  issued  does  not 
exceed  25  percent  of  the  amount  of  the  issu- 
er's private  activity  bond  volume  limitation 
exchanged  by  the  issuer. 

Consistent  with  the  conference  agree- 
ment's treatment  of  advance  refunding 
bonds  as  additional  bonds  (since  the  original 
bonds  are  not  redeemed  within  90  days),  ad- 
vance refundings  of  governmental  bonds  are 
subject  to  the  new  private  activity  bond 
volume  limitations  to  the  extent  of  any  pri- 
vate use  of  the  refunding  bonds  that  ex- 
ceeds $15  million.  Generally,  the  portion  of 
the  proceeds  of  the  refunding  bonds  attrib- 
utable to  private  use  will  be  determined  at 
the  time  the  original  bonds  are  issued.  Simi- 
larly, in  the  case  of  a  second  advance  re- 
funding, this  private  use  portion  is  deter- 
mined by  reference  to  the  original  bond 
issue,  including  bonds  issued  before  1986. 
However,  if  there  is  a  change  in  facts  or  cir- 
cumstances, not  originally  anticipated  at 
the  time  of  the  original  issuance,  which 
alters  the  percentage  of  private  use  of  the 
underlying  facility,  the  percentage  of  pri- 
vate use  of  the  refunding  t>onds  is  to  take 
into  account  the  change  in  circumstances. 
Thus,  for  example,  if  a  governmental  partic- 
ipant owner  of  an  output  facility  sells  a  por- 
tion of  its  ownership  interest  in  the  facility 
to  an  investor-owned  utility  (which  sale  was 
not  anticipated  at  the  time  of  original  issu- 
ance), the  percentage  of  private  use  of  re- 
funding bonds  issued  after  such  sale  must 
reflect  the  increased  percentage  of  private 
use  resulting  from  the  sale.  Similarly,  if  a- 
private  participant  sells  its  interest  to  a  gov- 
ernmental participant,  the  reduction  in  per- 
centage also  is  to  be  taken  into  account  in  a 
later  refunding  issue. 

As  under  the  present-law  State  volume 
limitations  applicable  to  IDBs,  a  qualified 
governmental  unit  generally  may  not  allo- 
cate its  bond  authority  to  property  to  be  lo- 
cated outside  the  State.  An  exception  is  pro- 
vided permitting  a  qualified  governmental 
unit  to  allocate  a  portion  of  its  private  activ- 
ity bond  volume  limitation  to  financing  for 
facilities  located  outside  the  State's  bound- 
aries in  the  case  of  specified  facilities  to  the 
extent  of  the  State's  share  of  the  use  of 
those  facilities.  Facilities  located  outside  a 
State's  boundaries  to  which  a  portion  of  its 
volume  limitation  may  be  allocated  include 
(1)  facilities  for  the  furnishing  of  water,  (2) 
qualified  sewage  disposal  facilities,  (3)  solid 
waste  disposal  facilities,  and  (4)  hazardous 
waste  disposal  facilities.  In  the  case  of 
sewage,  solid  waste,  and  hazardous  waste 
disposal  faclities,  the  determination  of  a 
State's  share  of  the  use  of  a  facility  is  based 
on   the   percentage  of  the   facility's  total 


treatment  provided  to  the  State  and  its  resi- 
dents.'' 

Allocation  of  private  activity  bond  volume 
limitation  among  the  Stale  and  other 
qualified  governmental  units  therein 

The  conference  agreement  follows  the 
House  bill's  rules  for  allocating  a  State's 
volume  limitation  among  issuers  with  the 
State,  except  there  are  no  set-asides  for 
specified  types  of  bonds.**  The  conferees 
wish  to  clarify  that  gubernatorial  proclama- 
tions issued  before  the  date  of  enactment  of 
the  conference  agreement,  or  state  legisla- 
tion enacted  before  that  date,  both  are  rec- 
ognized for  purposes  of  allocating  the  new 
volume  limitations,  provided  that  the  proc- 
lamation or  legislation  refers  to  the  new  pri- 
vate activity  bond  volume  limitation.  Bonds 
issued  before  such  gubernatorial  proclama- 
tion or  State  legislation  may  not  be  denied 
use  of  a  prior  allocation  of  the  new  private 
activity  bond  volume  limitation  to  the 
extent  of  the  lx)nd  authority  the  issues  re- 
ceived based  on  population. 

Similar  to  the  House  bill,  allocation  for- 
mulae provided  under  a  gubernatorial  proc- 
lamation terminates  at  the  end  of  the  next 
year  after  1986  when  the  legislature  meets 
in  regular  session.  In  the  case  of  States 
where  the  governor  does  not  have  the  veto 
power  and  where  any  such  proclamation  is 
subject  to  legislative  review  when  issued,  it 
is  the  intent  of  the  conferees  that  the  proc- 
lamation be  treated  as  legislation,  unless 
specifically  overridden  by  action  of  the  ap- 
plicable State  legislature. 

Three-year  carryforward 

An  issuer  may  elect  to  carry  for  vard  any 
portion  of  its  private  activity  bon^  volume 
limitation  for  up  to  three  years  foi  certain 
purposes.  The  election  may  not  be  m  de  for 
projects  to  be  financed  with  sma '-issue 
bonds  or  for  bond  volume  limitation  "o  be 
used  to  finance  the  private  use  port  jn  of 
governmental  bonds.  Where  the  election  ap- 
plies, bonds  issued  in  the  three  calendar 
years  following  the  calendar  year  for  which 
the  election  is  made  are  not  counted  to- 
ward's  the  State's  private  activity  bond 
volume  limitation  in  the  year  of  issuance  to 
the  extent  that  the  proceeds  from  the  bonds 
are  used  for  the  purpose  for  which  the  elec- 
tion is  made.  The  bond  authority  specified 
in  carryforward  elections  is  absorbed  in  the 
order  of  the  calendar  years  in  which  they 
arose. 

The  election  to  carry  forward  unused 
State  volume  limitation  is  to  be  made  as 
provided'  in  Treasury  Department  regula- 
tions. For  purposes  of  this  election,  identifi- 
cation of  a  purpose  to  be  financed  with 
exempt-facility  bonds,  such  as  sewage  or 
water  facilities,  is  to  be  deemed  sufficient  if 
the  type  of  facility  is  identified. 

The  purpose  of  issuing  student  loan 
bonds,  of  issuing  qualified  redevelopment 
bonds,  of  issuing  qualified  mortgage  bonds, 
or  of  issuing  MCCs  is  considered  a  separate 
purpose  that  is  adequately  specified  for  pur- 
poses of  the  carryforward  election.  As  under 


Conservation  and  Renewable  Resource  Loan  Bond 
Program,  and  the  Iowa  Industrial  New  Jobs  Train- 
ing Program  are  subject  to  the  new  private  activity 
bond  volume  limitation. 


< '  The  fact  that  loans  financed  with  student  loan 
bonds  generally  must  be  available  to  all  individuals 
attending  schools  within  the  issuing  State  and  to 
all  residenUs  of  the  State  regardless  of  the  State  in 
which  they  attend  school  is  not  affected  by  the  lim- 
itation on  financing  outof  state  facilities,  since 
those  bonds  are  not  used  to  finance  properly.  See 
however,  the  new  prohibition  on  financing  loans  for 
students  who  are  enrolled  in  out-of-state  schools 
and  who  arc  not  residents  of  the  issuing  State. 

"  The  conference  agreement  also  follows  the 
House  bill  regarding  the  special  rule  for  constitu- 
tional home  rule  cities. 


the  House  bill,  the  authority  to  carryfor- 
ward bond  volume  limitation  to  issue  quali- 
fied mortgage  bonds  and  MCCs  is  limited  to 
bonds  or  credits  that  will  be  issued  before 
expiration  of  authority  to  issue  such  bonds 
or  credits  (i.e.,  to  bonds  or  credits  that  will 
be  issued  before  1989). 

Except  as  specifically  provided  above,  no 
part  of  any  State's  volume  limitation  may  . 
be  carried  forward  to  any  portion  of  a  suc- 
ceeding year.  (Carryforward  elections  for 
the  present-law  volume  limitations  of  IDBs 
are  not  permitted  for  1986  bond  authority.) 
Similarly,  a  State  may  not  borrow  against 
future  volume  limitations. 

Bonds  not  subject  to  the  new  private  activi- 
ty bond  volume  limitations 

Qualified  501(0(3)  bonds 

Qualified  501(c)(3)  bonds  are  not  subject 
to  the  new  State  volume  limitations.  Simi- 
larly, portions  of  a  governmental  bond  used 
by  501(c)(3)  organizations  in  excess  of  $15 
million  (and  up  to  the  permitted  10  percent, 
private  use  portion)  are  not  subject  to  the 
new  volume  limitations,  if  the  501(c)(3)  por- 
tion would  be  a  qualified  501(c)(3)  bond  if 
issued  as  a  separate  issue  (and  assuming  ap- 
propriate allocations  of  items  such  as  costs 
of  issuance,  reserve  funds,  and  unrestricted 
money  portions). 

Certain  exempt-facility  bonds 

Exempt-facility  bonds  for  airports  and 
docks  and  wharves  are  not  subject  to  the 
new  State  private  activity  bond  volume  limi- 
tations. (Under  the  general  rules  permitting 
tax-exempt  financing  such  facilities,  all 
property  financed  with  such  bonds  must  be 
governmentally  owned.) 

Exempt-facility  bonds  for  solid  waste  dis- 
posal facilities  are  not  subject  to  the  new 
State  volume  limitations,  if  all  property  to 
be  financed  with  the  bonds  is  governmental- 
ly owned.  Under  a  safe-harbor  rule,  proper- 
ty financed  with  the  bonds  generally  is 
treated  as  governmentally  owned  provided 
( 1 )  the  term  of  any  service  contract  or  lease 
(including  renewal  terms)  does  not  exceed 
20  years,  (2)  the  service  contractor  or  lessee 
has  no  option  to  purchase  any  of  the  prop- 
erty for  other  than  its  fair  market  value, 
and  (3)  the  lessee  irrevocably  elects  not  to 
claim  depreciation  deductions  (or  invest- 
ment tax  credit  under  any  transition  rule) 
with  respect  to  any  property  financed  by 
the  issue. 

Certain  refunding  issues 

Certain  refunding  bonds  (other  than  ad- 
vance refunding  bonds)  are  not  subject  to 
the  volume  limitation,  provided  the  amount 
of  the  refunding  bonds  does  not  exceed  the 
outstanding  amount  of  the  refunded  bonds. 
In  the  case  of  current  refundings  of  student 
loan  bonds  and  governmental  bonds  (having 
private  use  in  excess  of  $15  million)  subject 
to  the  new  volume  limitations,  the  refund- 
ing bonds  are  not  subject  to  the  new  volume 
limitation  only  if  the  maturity  of  the  re- 
funding bonds  does  not  exceed  (1)  the 
weighted  average  maturity  date  of  the  re- 
funded bonds,  or  (2)  the  date  that  is  17 
years  after  the  date  on  which  the  refunded 
obligation  was  issued  (or  in  the  case  of  a 
series  of  refundings,  the  date  on  which  the 
original  issue  was  issued)."  This  rule  is  ap- 


'■The  maturity  of  private  activity  bonds  (includ- 
ing refunding  bonds)  the  proceeds  of  which  are 
used  to  finance  facilities  generally  is  limited  to  120 
percent  of  the  economic  life  of  the  properly  being 
financed. 
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plied  in  the  case  of  qualified  mortgage 
bonds  by  substituting  32  years  for  17 
years/'  For  purposes  of  the  new  private  ac- 
tivity bond  volume  limitation,  the  term  re- 
funding includes  a  rollover  of  commercial 
paper  and  other  comparable  actions  which, 
under  present  law,  constitutes  a  reissuance 
of  so-called  flexible  t>onds. 
Effective  date 

In  genenl 

Except  as  specifically  provided  below,  the 
new  State  private  activity  bond  volume  limi- 
tations apply  to  bonds  (including  refunding 
bonds)  issued  after  August  15,  1986.  An  ex- 
ception is  included  in  the  substantive  rules 
for  these  limitations  which  exempts  current 
refundings  of  bonds  otherwise  subject  to 
the  limitations  if  the  amount  of  the  refund- 
ing bonds  does  not  exceed  the  outstanding 
amount  of  refunded  t>onds  and  the  maturity 
of  the  refunded  bonds  is  not  extended 
beyond  certain  limits. 

Advance  refundings  of  pre-August  16. 
1986,  bonds,  where  permitted  under  the  con- 
ference agreement,  are  subject  to  the  new 
volume  limitations  to  the  extent  that  the  re- 
funded bonds  would  be  if  originally  issued 
on  the  date  of  the  advance  refunding  and  if 
more  than  5  percent  of  the  refunded  bond 
proceeds  were  used  for  output  projects 
(other  than  facilities  for  furnishing  of 
water).  For  purposes  of  this  rule  on  advance 
refundings,  the  requirement  that  the  excess 
over  $15  million  of  the  proceeds  of  a  govern- 
mental bond  used  by  private  persons  be  allo- 
cated State  volume  limitations  applies.  How- 
ever, the  new  definition  of  governmental 
bond  (e.g.,  the  10-percent  business  use  test) 
does  not  apply  to  make  the  entire  issue  (or 
any  proceeds  not  exceeding  $15  million  used 
by  private  persons)  subject  to  these  volume 
limitations.  Similarly,  the  95-percent  use  re- 
quirement for  qualified  501(c)(3)  bonds  does 
not  apply  to  advance  refundings  of  section 
S01(c)(3)  organization  bonds  originally 
issued  before  August  16,  1986.  Thus,  the  pri- 
vate use  portion  (not  in  excess  of  25  percent 
of  proceeds)  of  these  pre-August  16,  1986, 
section  501(c)(3)  organization  bonds  is  not 
subject  to  the  State  volume  limitations. 

TTansitional  exceptions 

The  conference  agreement  includes  two 
general  transitional  exceptions  under  which 
bonds  issued  after  August  16,  1986,  are  not 
subject  to  the  new  private  activity  bond 
volume  limitations.  Both  of  these  excep- 
tions require  that  the  bonds  be  issued  with 
respect  to  facilities  satisfying  the  com- 
mencement of  construction  or  binding  con- 
tract rules  described  under  the  discussion  of 
effective  dates  for  the  new  rules  on  govern- 
mental bonds. 

If  the  bond-financed  facilities  satisfy  one 
of  the  transitional  exceptions,  bonds  that 
are  not  subject  to  Stale  volume  limitations 
under  present  law  (e.g..  bonds  for  multifam- 
Hy  residential  rental  property  and  the  non- 
governmental portion  of  governmental 
bonds)  are  not  subject  to  the  new  State  pri- 
vate activity  bond  volume  limitations  even  if 
issued  after  August  15,  1986. 

Second,  if  the  bond-financed  facilities  sat- 
isfy   one    of    the    transitional    exceptions. 


••The  conference  agreement  provides  that,  for 
current  refundings  of  student  loan  bonds  and  mort- 
gage revenue  bonds  to  be  exempt  from  the  volume 
limitation  the  period  permitted  for  making  loans  to 
finance  student  loans  or  owner-occupied  residences 
must  l)e  measured  from  the  date  the  refunded  (or 
original)  bonds  were  issued.  See.  the  discussion 
under  the  effective  date  provisions  for  the  new 
rules  on  these  bonds  for  a  description  of  this  provi- 


bonds  that  are  subject  to  a  State  volume 
limitation  under  present  law  (i.e.,  most 
other  IDBs,  all  student  loan  bonds,  and 
qualified  mortgage  bonds),  and  that  are 
issued  after  August  15.  1986.  are  not  subject 
to  the  new  private  activity  bond  volume  lim- 
itations to  the  extent  that  the  bonds  are 
issued  pursuant  to  a  carryforward  election 
allowed  under  the  current  State  volume  lim- 
itations of  bond  authority  for  1984  or  1985. 
and  that  carryforward  election  was  filed 
with  the  Treasury  Department  before  No- 
vember 1,  1985. 

The  conferees  are  aware  that  carryfor- 
ward elections  may  have  been  made  with  re- 
spect to  only  a  portion  of  the  bond  author- 
ity required  for  a  project.  Bonds  in  excess  of 
the  amounts  allocated  in  carryforward  elec- 
tions are  subject  to  the  new  private  activity 
bond  volume  limitations.  Bonds  subject  to 
volume  limitations  and  for  which  carryfor- 
ward elections  are  not  allowed  under 
present  law  (e.g.,  qualified  mortgage  bonds 
and  qualified  small-issue  bonds)  are  subject 
to  the  new  volume  limitations  if  issued  after 
August  15,  1986. 

The  present-law  volume  limitations  are  re- 
pealed, effective  for  bonds  issued  after 
August  15,  1986.  Issuance  of  bonds  pursuant 
to  elections  to  carryforward  of  bond  author- 
ity under  the  present  volume  limitations  for 
most  IDBs  and  all  student  loan  bonds  is  not 
permitted  except  as  specifically  provided 
above. 

D.  Arbitrage  and  Related  Restrictions 
1.  General   Restriction.s   Applicable  to  All  Tax- 
Exempt  Bonds 

Present  Law 
Profit  limitations 

If  bond  proceeds  are  reasonably  expected 
to  be  invested  in  securities  or  obligations 
(other  than  tax-exempt  bonds)  having  a 
yield  that  is  materially  higher  than  the 
yield  on  the  bonds,  bond  interest  is  taxable 
(i.e.,  the  bonds  are  arbitrage  bonds).  For 
this  purpose.  Treasury  Department  regula- 
tions define  bond  proceeds  to  include  origi- 
nal proceeds,  investment  proceeds,  amounts 
accumulated  in  a  sinking  fund,  other 
amounts  replaced  by  bond  proceeds,  and 
transformed  proceeds  of  a  refunding  issue. 
(Treas.  Reg.  sec.  1.103-13,  -14.)  The  amount 
of  permitted  arbitrage  earnings  depends  on 
whether  the  bond  proceeds  are  invested  in 
obligations  related  to  the  purpose  of  the 
borrowing  or  in  other,  nonpurpose  obliga- 
tions, and  whether  the  issuer  may  earn  un- 
limited arbitrage  profits  for  certain  tempo- 
rary periods.  Under  Treasury  Department 
regulations,  an  election  may  be  made  to 
forgo  temporary  periods  and  to  earn  more 
arbitrage  over  the  term  of  the  bonds.  Gen- 
erally, this  results  in  the  ability  to  earn  0.5 
percentage  points  over  the  yield  of  th^  issue 
during  the  entire  term  of  the  bonds  rather 
than  0.125  percentage  points. 
Exceptions 

Investments  during  an  initial  temporary 
period,  generally  not  exceeding  3  years, 
prior  to  use  for  the  purpose  of  the  borrow- 
ing, are  not  subject  to  yield  restrictions. 
Shorter  temporary  periods  apply  in  numer- 
ous specific  situations.  Treasury  Depart- 
ment regulations  also  permit  temporary  pe- 
riods in  excess  of  three  years  in  the  case  of 
certain  long-term  projects. 

In  addition  to  the  temporary  period  ex- 
ceptions, a  minor  portion  (15  percent)  of  the 
proceeds  may  be  invested  without  regard  to 
the  arbitrage  restrictions.  The  minor  por- 
tion is  determined  with  reference  to  the 
original  face  amount  of  the  issue  unless  the 
original  proceeds  determined  without  regard 


to  issuing  expenses  is  less  than  98  percent  of 
that  amount.  (Treas.  Reg.  sec.  1.103- 
13(b)(l)(B)(ii).)  A  reasonably  required  debt 
service  reserve  or  replacement  fund  is  the 
most  important  example  of  the  use  of  this 
exception.  Thus,  if  an  issue  qualifies  for  a 
reserve  fund,  the  aggregate  amount  of  pro- 
ceeds, including  both  the  reserve  fund  and 
other  minor  portion  amounts,  that  may  be 
invested  in  materially  higher  yielding  in- 
vestments may  not  exceed  15  percent  of  the 
proceeds. 

Determination  of  bond  yield 

Bond  yield  is  interpreted  to  mean  the  dis- 
count rate  at  which  all  anticipated  pay- 
ments of  principal  and  interest  on  the  bonds 
equals  the  issue  price  after  deducting  the 
costs  of  issuance.  (This  deduction  of  issu- 
ance costs  permits  bond  issuers  to  earn  a 
higher  yield  on  the  investment  of  bond  pro- 
ceeds, and  thereby  to  pay  issuance  costs  out 
of  arbitrage  profits.) 

House  Bill 
Profit  limitations 

The  House  bill  modifies  the  profit  limita- 
tions applicable  to  all  tax-exempt  bonds  in 
several  ways.  First,  the  House  bill  clarifies 
that  the  present-law  reasonable  expecta- 
tions test  does  not  protect  subsequent  inten- 
tional acts  to  create  arbitrage  profits.  Thus, 
if  an  issuer  intentionally  acts  to  create  arbi- 
trage profits  in  excess  of  that  permitted 
under  the  general  arbitrage  restrictions 
after  the  date  of  issue,  the  bonds  are  tax- 
able arbitrage  bon(is. 

Second,  the  House  bill  eliminates  the 
present-law  election  to  forgo  temporary  pe- 
riods when  unlimited  arbitrage  profits  may 
be  earned  and  thereby  to  be  permitted  to 
earn  higher  profits  over  the  term  of  an 
issue.  Thus,  the  definition  of  the  term  mate- 
rially higher  generally  is  limited  to  0.125 
percentage  points. 

Third,  the  House  bill  expands  the  types  of 
investments  of  bond  proceeds  that  are  sub- 
ject to  the  arbitrage  restrictions  to  include 
all  investment-type  property  (including 
other  than  customary  prepayments)  except 
bonds  exempt  from  tax  under  Code  section 
103  (rather  than  just  other  taxable  securi- 
ties). Additionally,  the  House  bill  provides 
that  investment  property  includes  invest- 
ment in  deferred  compensation  arrange- 
ments. Thus,  investments  in  annuity  con- 
tracts to  fund  pension  obligations  are  sub- 
ject to  the  arbitrage  restrictions  in  the  same 
manner  as  if  bond  proceeds  were  deposited 
directly  in  the  pension  fund. 

Exceptions 

The  House  bill  generally  follows  present 
law,  except  statutory  temporary  periods 
when  unlimited  arbitrage  profits  are  permit- 
ted are  imposed  for  issues  the  proceeds  of 
which  are  used  for  acquisition  or  construc- 
tion of  property. 

The  House  bill  repeals  the  exception 
under  which  a  minor  portion  of  bond  pro- 
ceeds may  be  invested  without  regard  to  the 
arbitrage  yield  restrictions  over  the  term  of 
the  bonds.  Thus,  except  for  amounts  invest- 
ed in  a  reasonably  required  reserve  or  re- 
placement fund  and  investments  during  per- 
mitted temporary  periods,  all  bond  proceeds 
are  subject  to  the  arbitrage  yield  restric- 
tions. 

Determination  of  bond  yield 

The  House  bill  provides  that  the  yield  on 
bonds  is  determined  on  the  basis  of  the 
original  issue  discount  rules  of  the  Code 
rather  than  as  under  the  present  general  ar- 
bitrage  restrictions.   Thus,   yield   is   deter- 
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mined  based  on  the  price  at  which  a  sub- 
stantial number  of  the  bonds  are  sold  to  the 
public  and  must  reflect  a  current  market 
price.  (This  amendment  reverses  the  case  of 
State  of  Washington  v.  Commissioner.) 

Senate  Amendment 
Profit  limitations 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  the  Senate  amendment 
extends  the  present-law  treatment  of  cer- 
tain bond  insurance  premiums  as  interest 
expense  for  purposes  of  the  arbitrage  bond 
yield  calculation  to  letter  of  credit  fees. 
Exceptions 

The  Senate  amendment  retains  the 
present-law  rules  on  temporary  periods 
when  unlimited  arbitrage  profits  may  be 
earned  (i.e..  does  not  include  new  statutory 
temporary  periods  like  those  of  the  House 
bill). 

The  Senate  amendment  imposes  a  new. 
statutory  restriction  on  the  amount  of  bond 
proceeds  that  may  be  invested  (other  than 
during  permitted  temporary  periods)  with- 
out regard  to  arbitrage  yield  restrictions. 
First,  a  minor  portion  of  the  proceeds  of  an 
issue  not  in  excess  of  the  lesser  of  5  percent 
of  the  proceeds  of  the  issue  or  $100,000  may 
be  invested  without  regard  to  the  general 
restrictions  on  yield.  Second,  the  Senate 
amendment  provides  that  this  minor  por- 
tion is  determined  without  regard  to 
amounts  invested  in  a  reasonably  required 
reserve  fund,  defined  as  under  present  law. 
Deterjnination  of  bond  yield 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
Profit  limitations 

Subsequent  intentional  acts  to  create  arbi- 
trage 

Under  the  conference  agreement  (as 
under  present  law),  the  determination  of 
whether  bonds  are  arbitrage  bonds  general- 
ly is  based  upon  the  reasonable  expectations 
of  the  issuer  on  the  date  of  issue.  If  subse- 
quent intentional  acts  are  taken  after  the 
date  of  issue  to  earn  arbitrage,  however,  the 
reasonable  expectations  test  does  not  pre- 
vent the  bonds  from  being  arbitrage  bonds. 
See.  e.g..  Rev.  Rul.  80-91.  1980-1  C.B.  29, 
Rev.  Rul.  80-92,  1980-1  C.B.  31,  and  Rev. 
Rul.  80-188,  1980-2  C.B.  47. 

For  purposes  of  this  continuing  require- 
ment, any  investment  with  respect  to  which 
impermissible  arbitrage  earnings  accrue 
may  result  in  the  interest  on  the  issue  be- 
coming taxable,  retroactive  to  the  date  the 
issue  was  issued.  For  example,  if  after  the 
expiration  of  an  allowable  temporary 
period,  the  issuer  continued  to  invest  the 
bond  proceeds  at  a  materially  higher  yield 
in  order  to  earn  impermissible  arbitrage,  in- 
terest on  the  bonds  would  become  taxable, 
retroactive  to  the  date  of  issue.  The  confer- 
ees intend  that  the  determination  of  wheth- 
er intentional  actions  to  earn  arbitrage  have 
been  taken  is  made  on  a  case-by-case  basis, 
taking  into  account  all  facts  and  circum- 
stances that  a  prudent  investor  would  con- 
sider in  determining  whether  to  invest  t>ond 
proceeds. 

Repeal  of  election  to  forego  temporary  pe- 
riods 

The  conference  agreement  repeals  the 
right  to  elect  under  Treasury  Department 
regulations  to  forego  a  temporary  period 
during  which  unlimited  arbitrage  earnings 
are  permitted  and  by  doing  so  to  receive  the 
right  to  earn  arbitrage  of  0.5  percentage 
points  over  the  yield  of  the  issue.  Thus,  the 


definition  of  the  term  materially  higher 
generally  is  limited  to  0.125  percentage 
points  over  the  yield  on  the  issue,  regardless 
of  whether  temporary  periods  when  unlim- 
ited arbitrage  earnings  are  permitted  are 
claimed  with  respect  to  an  issue. 

Expansion  of  investments  subject  to  yield 
restriction 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  in 
providing  additional  restrictions  on  the 
types  of  obligations  in  which  bond  proceeds 
may  be  invested  without  regard  to  yield  re- 
strictions.'" Under  the  conference  agree- 
ment, therefore,  the  arbitrage  restrictions 
are  expanded  to  apply  to  the  acquisition  of 
any  property  held  for  investment  other 
than  another  bond  exempt  from  tax  under 
Code  section  103.  Thus,  investment  in  any 
taxable  security  as  well  as  any  deferred  pay- 
ment contract  (e.g.,  an  annuity)  or  other 
property  held  for  investment  is  precluded  if 
the  yield  on  the  property  is  materially 
higher  than  the  yield  on  the  issue. 

Treatment  of  certain  credit  enhancement 
fees 

The  conference  agreement  retains  the 
present-law  rules  under  which  bond  insur- 
ance premiums  are  treated  as  interest  ex- 
pense if  the  bond  insurance  results  in  a  re- 
duction in  the  interest  rate  on  the  issue  and 
follows  the  Senate  amendment  provision  ex- 
tending this  treatment  to  fees  for  certain 
other  credit  enhancement  devices  (i.e., 
letter  of  credit  fees).  Thus,  if  the  purchase 
of  a  letter  of  credit  results  in  a  net  present 
value  interest  savings,  the  fee  is  treated  as  if 
it  were  interest  expense.  {See  Treas.  reg.  sec. 
1.103-13(0(8).)  The  treatment  of  these  costs 
of  issuance  as  interest  for  purposes  of  the 
arbitrage  yield  calculation  is  limited,  howev- 
er, to  such  fees  arising  from  an  arm's-length 
transaction  and  to  fees  that  represent  a  rea- 
sonable charge  for  credit  risk.  Thus,  the 
conferees  understand  that  the  Treasury  De- 
partment may  restrict  this  treatment  to 
such  credit  enhancement  devices  purchased 
pursuant  to  competitive  bidding  by  credit- 
enhancement  providers.  Additionally,  the 
conferees  intend  that  if  a  fee  or  premium  is 
increased  to  reflect  indirect  payment  of 
costs  of  issuance  (i.e.,  costs  in  addition  to  a 
charge  for  transfer  of  credit  risk),  the  entire 
fee  or  premium  is  not  to  be  treated  as  inter- 
est expense. 
Exceptions 

The  conference  agreement  follows  the 
House  bill  and  Senate  amendment,  with  the 
following  modifications: 

Statutory  temporary  period  rules 

The  conference  agreement,  like  the  House 
bill,  imposes  new,  statutory  restrictions  on 
temporary  periods  when  unlimited  arbitrage 
earnings  are  permitted,  but  limits  applica- 
tion of  these  new  statutory  rules  to  pooled 
financings.  In  the  case  of  pooled  financings, 
net  proceeds  to  be  used  to  make  loans  which 
have  not  been  used  to  make  loans  within  6 
months  of  the  date  of  issue  may  not  be  in- 
vested at  an  unrestricted  yield  after  such 
period  until  they  have  actually  been  used  to 
make  loans.  In  the  case  of  amounts  repre- 
senting repayments  of  loans  from  a  pool, 
the  6-month  period  is  reduced  to  3  months. 


*' Section  648  of  the  Deficit  Reduction  Act  of 
1984  provides  that,  in  certain  cases,  property  held 
in  the  Permanent  University  Fund  of  the  Universi- 
ty of  Texas  and  Texas  A&M  University  is  not  treat- 
ed as  an  investment  of  bond  proceeds  for  purposes 
of  the  Code  arbitrage  restrictions.  The  conference 
agreement  does  not  affect  this  provision  regarding 
the  Permanent  University  Fund. 


These  limitations  on  pools  do  not  extend 
the  maximum  temporary  periods  allowed 
under  present  law  in  the  case  of  pooled  fin- 
ancings but  rather  are  limitations  on  the 
temporary  periods  allowed  under  present 
law.  Thus,  if,  as  under  present  law\  proceeds 
of  a  pooled  financing  are  to  be  used  to  make 
construction  loans,  the  aggregate  temporary 
period  allowed  to  the  pool  and  the  borrow- 
ers generally  may  not  exceed  three  years  (a 
maximum  of  six  months  to  the  pool  and  a 
maximum  of  30  additional  months  to  the 
borrower).  Similarly,  in  the  case  of  pools  for 
tax  and  revenue  anticipation  loan  financing, 
the  aggregate  temporary  period  to  the  pool 
and  the  borrower  may  not  exceed  13 
months.  Under  the  conference  agreement, 
whether  a  financing  constitutes  a  pool  is  a 
factual  determination.  In  general,  however, 
the  term  pool  only  includes  issues  the  pro- 
ceeds of  which  are  to  be  used  to  make  loans, 
as  opposed  to  an  issue  to  finance  a  specific 
project  that  will  be  jointly  owned  by  more 
than  one  entity. 

The  statutory  temporary  period  rules  for 
pools  do  not  apply  to  mortgage  revenue 
bonds  since  substantive  rules  for  those 
bonds  require,  in  certain  cases,  that  pro- 
ceeds not  be  expended  until  after  expiration 
of  one  year.  Additionally,  in  the  case  of 
qualified  student  loan  bonds  issued  in  con- 
nection with  the  Federal  Guaranteed  Stu- 
dent Loan  (GSL)  and  Parents'  Loans  for  Un- 
dergraduate Students  (PLUS)  programs,  18 
months  is  substituted  for  six  months  (for 
bonds  issued  before  January  1,  1989).  Tax- 
exempt  student  loan  bonds  other  than 
bonds  issued  before  1989  in  connection  with 
these  two  Federal  programs  are  subject  to 
the  six-month  period  provided  generally  for 
pools. 

Minor  portion  exception 

The  conference  agreement  follows  the 
Senate  amendment's  limitation  of  the  minor 
portion  exception  from  the  arbitrage  yield 
restrictions  to"  an  amount  not  exceeding  the 
lesser  of  five  percent  or  $100,000  of  bond 
proceeds.  As  under  the  Senate  amendment, 
the  minor  portion  is  in  addition  to  the  ex- 
ception for  amounts  invested  in  a  reason- 
ably required  reserve  or  replacement  fund. 

Reasonably  required  reserve  fund  excep- 
tion 

The  conference  agreement  limits  the 
amount  of  proceeds  received  from  the  sale 
of  the  bonds  that  may  be  invested  in  a  rea- 
sonably required  reserve  or  replacement 
fund  to  an  amount  not  exceeding  10  percent 
of  the  proceeds  of  the  issue  to  which  the 
fund  relates  unless  the  Treasury  Depart- 
ment determines  that  a  larger  amount  is 
necessary  with  respect  to  an  issue.  The  con- 
ferees intend,  for  example,  that  a  reserve  or 
replacement  fund  in  excess  of  10  percent 
may  be  allowed  if  the  master  legal  docu- 
ment authorizing  issuance  of  the  bonds  (i.e., 
a  master  indenture)  was  adopted  before 
August  16,  1986.  and  the  indenture— 

( 1 )  requires  a  reserve  or  replacement  fund 
in  excess  of  10  percent  of  proceeds,  but  of 
not  more  than  maximum  annual  debt  serv- 
ice; 

(2)  is  not  amended  after  August  31,  1986, 
and 

(3)  provides  that  bonds  having  a  parity  of 
security  may  not  be  issued  by  or  on  behalf 
of  the  issuer  for  the  purposes  provided 
under  the  indenture  without  satisfying  the 
debt  service  reserve  fund  requirements  of 
the  indenture. 

The  conferees  understand  that  issuers 
may.  in  certain  cases,  pledge  additional 
amounts  as  part  of  a  reserve  or  replacement 
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fund,  which  amounts  are  derived  other  than 
from  sale  of  the  issue,  but  which  are  treated 
for  purposes  of  the  arbitrage  restrictions  as 
bond  proceeds.  See.  e.g..  Treasury  regulation 
sec.  1.103-14(d)(4)  and  (5)  regarding  circum- 
stances in  which  certain  pledged  endow- 
ment funds  are  treated  under  present  law  as 
amounts  invested  in  a  reserve  or  replace- 
ment fund.  The  10-percent  Jimitation  on  the 
amount  of  bond  proceeds  that  may  be  de- 
posited in  a  reasonably  required  reserve  or 
replacement  fund  applies  only  to  amounts 
of  proceeds  from  sale  of  an  issue  that  are  in- 
vested in  such  a  fund.  Thus,  these  other 
amounts  may  continue  to  form  part  of  a  re- 
serve or  replacement  fund  (in  addition  to 
amounts  of  actual  bond  proceeds  forming 
part  of  such  a  fund)  even  if  they  exceed  the 
10-percent  limitation. 

The  conference  agreement  continues  the 
present-law  rule  that  amounts  of  proceeds 
invested  in  a  reserve  or  replacement  fund 
(up  to  this  new  10-percent  maximum)  are 
not  subject  to  the  arbitrage  yield  restric- 
tions and  does  not  affect  the  present  law  ex 
ceptions  under  the  Treasury  regulations 
(Treas.  reg.  sec.  1.103- 14(d))." 
Determination  of  bond  yield 

The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 
Effective  dates 
General  rule 

These  provisions  apply  generally  to  boncis 
(including  refunding  bonds)  issued  after 
August  15.  1986  (August  31.  1986  in  the  case 
of  bonds  and  provisions  covered  under  the 
Joint  Statement  on  Effective  Dates  of 
March  14.  1986). 
Exceptions 

The  restriction  on  investment  in  annuity 
contracts  applies  to  bonds  (including  re- 
funding bonds)  issued  after  September  25. 
1985. 

The  new  method  of  determining  bond 
yield  applies  to  bonds  (including  refunding 
bonds)  issued  after  December  31.  1985. 

The  directions  to  the  Treasury  Depart- 
ment to  modify  its  regulations  to  delete  the 
election  to  be  permitted  to  earn  higher  arbi- 
trage over  the  term  of  the  bonds  by  forego- 
ing temporary  periods  and  to  treat  certain 
letter  of  credit  fees  as  interest  under  the  ar- 
bitrage regulations  are  effective  on  August 
15.  1986. 

2.  Extension  of  Additional  Arbitrage  Restrictions 
to  All  Tax-Exempt  Bonds 

Present  Law 
Additional  restrictions  formost  IDBs 

Industrial  development  bonds  (other  than 
IDBs  for  multifamily  residential  rental 
projects)  are  subject  to  the  following  addi- 
tional arbitrage  restrictions: 

(1)  The  arbitrage  earnings  on  each  issue 
of  bonds  must  be  rebated  to  the  Federal 
Government  at  specified  intervals. 

(2)  The  amount  of  bond  proceeds  that 
may  be  invested  at  unrestricted  yield  in  obli- 
gations unrelated  to  the  purpose  of  the  bor- 
rowing is  limited  to  150  percent  of  sched- 
uled annual  debt  service. 

The  rebate  requirement  does  not  apply  if 
all  gross  proceeds  are  spent  for  the  govern- 
mental purpose  of  the  borrowing  within  6 
months  of  issuance  of  the  bonds,  or  to  cer- 
tain debt  service  funds  on  which  less  than 


*"  As  under  present  law.  amounts  invested  in  a  re- 
ser\e  or  replacement  fund  are  not  treated  as  having 
lieen  spent  for  the  governmental  purpose  of  the 
borrowing:  thus  any  arbitrage  profits  on  such  a 
fund  must  be  rebated  to  the  Federal  Government. 
See.  the  discussion  of  the  arbitrage  rebate  require- 
ments, below. 


$100,000  is  earned  in  a  bond  year.  Rebate 
payments  are  due  at  5-year  intervals,  with 
the  last  payment  being  due  within  30  days 
after  redemption  of  the  issue. 

The  restriction  on  investment  in  nonpur- 
pose  obligations  does  not  apply  to  invest- 
ments for  an  initial  temporary  period  or  to 
investments  for  temporary  periods  related 
to  current  debt  service  (as  opposed  to  re- 
serve funds  for  future  debt  service). 
Additional  restrictions  for  qualified  mort- 
gage bonds 

The  effective  rate  of  interest  on  mortgage 
loans  provided  with  qualified  mortgage 
bonds  may  not  exceed  the  yield  on  the  issue 
by  more  than  1.125  percentage  points. 

Investment  of  qualified  mortgage  bond 
proceeds  in  obligations  unrelated  to  the  pur- 
pose of  the  borrowing  is  restricted  in  a 
manner  similar  to  that  for  most  IDBs.  Addi- 
tionally, arbitrage  profits  must  be  rebated 
to  the  Federal  Government  or  paid  or  cred- 
ited to  the  mortgagors. 

Additional    restrictions    for    student    loan 
bonds 

In  1984.  the  Treasury  Department  was  di- 
rected to  prescribe  regulations  applying  ad- 
ditional arbitrage  restrictions  similar  to 
those  now  applying  to  most  IDBs  to  student 
loan  bonds  eliminating  the  present-law  spe- 
cial rule  on  treatment  of  special  assistance 
payments  (SAP  payments).  These  regula- 
tions have  not  yet  been  prescribed. 
House  Bill 

The  House  bill  extends  the  present-law 
limit  on  nonpurpose  investments  and  rebate 
requirements  that  apply  to  most  IDBs  to  all 
lax-exempt  bonds,  other  than  mortgage  rev- 
enue bonds.  The  present  nonpurpose  invest- 
ment and  rebate  requirements  for  qualified 
mortgage  bonds  continue  to  apply  to  those 
bonds,  and  are  extended  to  qualified  veter- 
ans' mortgage  bonds.  Finally,  the  House  bill 
retains  the  1984  direction  to  the  Treasury 
Department  for  new  arbitrage  regulations 
for  student  loan  bonds,  to  the  extent  that 
that  direction  is  consistent  with  the  provi- 
sions of  the  bill. 

Senate  Amendment 

The  Senate  amendment  follows  the  House 
bill,  with  the  following  modifications: 

(1)  Current  debt  service  funds  of  govern- 
mental units  with  general  taxing  powers  are 
exempted  from  the  rebate  requirements. 

(2)  An  exception  from  the  rebate  require- 
ment is  provided  for  issues  the  proceeds  of 
which  are  used  to  finance  operations  of  or 
facilities  for  governmental  units  with  gener- 
al taxing  powers  if  all  tax-exempt  bonds 
issued  by  or  on  behalf  of  the  governmental 
unit  in  the  year  are  not  reasonably  expected 
to  exceed  $5  million. 

(3)  In  the  case  of  governmental  bonds  and 
qualified  501(c)(3)  bonds,  a  special  penalty 
is  imposed  in  lieu  of  loss  of  tax-exemption 
for  certain  errors  in  or  late  rebates  of  arbi- 
trage profits,  and  the  Treasury  Department 
is  directed  to  develop  a  system  for  monitor- 
ing rebate  payments  through  use  of  the  re- 
quired information  reports  on  all  tax- 
exempt  bonds  (described  below). 

(4)  Certain  arbitrage  profits  earned  on 
student  loan  bonds  issued  in  connection 
with  the  Federal  GSL  and  PLUS  programs 
during  an  initial  temporary  period  is  exempt 
from  the  rebate  requirement. 

Conference  Agreement 
Extension  of  additional  IDS  restrictions 

The  conference  agreement  follows  the 
House  bill  in  extending  to  all  tax-exempt 
bonds  (including  refunding  bonds)  other 
than  mortgage  revenue  bonds  the  arbitrage 


rebate  restrictions  presently  applicable  to 
most  IDBs.  The  limitation  on  the  amount  of 
kMjnd  proceeds  that  may  be  invested  in  ma- 
terially higher  yielding  nonpurpose  invest- 
ments is  extended  to  all  private  activity 
bonds  (other  than  qualified  501(c)(3) 
bonds).  These  restrictions  are  in  addition  to 
the  general  arbitrage  restrictions  for  all  tax- 
exempt  bonds,  described  above.  The  deter- 
mination of  amounts  to  be  rebated,  the  due 
dates  of  rebate  payments,  and  the  operation 
of  the  limitation  on  investment  in  material- 
ly higher  yielding  nonpurpose  investments 
generally  are  the  same  as  under  the  present- 
law  IDB  restrictions. 

The  conferees  intend  that  the  Treasury 
Department  may  modify  the  requirement 
that  arbitrage  rebate  payments  be  made  at 
5year  intervals  in  the  case  of  advance  re- 
funding bond  proceeds  placed  in  escrow  ac- 
counts. Escrow  account  investments  may  in- 
volve investment  at  differing  yields  over  the 
term  of  the  bonds  which  in  the  aggregate 
comply  with  the  Code  arbitrage  yield  re- 
strictions. This  situation  is  distinguished 
from  non-escrow  funds  or  regular  variable 
rale  debt  since  the  yield  on  the  issue  to  ma- 
turity is  determined  when  the  escrow  ac- 
count is  established.  Thus,  for  advance  re- 
funding escrow  proceeds,  the  Secretary  may 
determine  that,  in  appropriate  circum- 
stances, rebate  payments  are  not  required 
until  the  escrow  is  fully  paid  out. 

The  conferees  further  intend  that  the 
Treasury  Department  may  permit  issuers  to 
use  such  simplified  accounting  methods  as 
are  deemed  appropriate  to  ease  administra- 
tive burdens  of  complying  with  the  rebate 
requirement. 

Finally,  a  technical  amendment  is  made 
providing  that  the  last  rebate  payment  with 
respect  to  an  issue  is  due  no  later  than  60 
days  (rather  than  30  days)  after  redemption 
of  the  issue. 
Exceptions  to  rebate  requirement 

The  conference  agreement  retains  the 
present-law  exception  to  the  rebate  require- 
ment that  applies  when  all  gross  proceeds  of 
an  issue  are  expended  within  six  months  of 
the  issue  date  for  the  purpose  for  which  the 
bonds  are  issued.  The  conferees  further 
wish  to  clarify  that  application  of  the  six- 
month  expenditure  requirement  to  pooled 
financings,  including  bond  banks,  is  to  be 
determined  by  reference  to  when  the  gross 
proceeds  of  the  issue  are  spent  for  the  ulti- 
mate exempt  purpose  of  the  borrowing, 
rather  than  when  loans  are  made.-" 

The  conference  agreement  further  retains 
the  present-law  exception  for  certain  tempo- 
rary investments  in  a  bona  fide  debt  service 
fund,  including  the  $100,000  limit  on  earn- 
ings for  funds  qualifying  under  the  excep- 
tion. 

The  conference  agreement  provides  three 
additional  exceptions  to  the  rebate  require- 
ment. First,  the  conference  agreement  liber- 
alizes the  Senate  amendment's  exception 
for  bonds  used  to  finance  the  activities  of 
small  governmental  units.  Under  this  liber- 
alized exception,  no  rebate  is  required  on 
these  governmental  bonds  if  the  govern- 
mental unit  reasonably  expects  to  issue  no 
more  than  $5  million  in  governmental  bonds 
during  the  calendar  year  when  the  issuance 
occurs.  In  determining  whether  the  $5  mil- 


<"  The  conferees  further  intend  that  the  Treasury 
Department  may.  by  regulation,  treat  pooled  fin- 
anrings  as  .separate  issues  in  appropriate  circum- 
stances. This  regulation  may  not.  however,  change 
the  present-law  rule  that  the  making  of  a  loan  by  a 
pool  is  not  treated  as  an  expenditure  of  gro.ss  pro- 
ceeds for  the  exempt  purpose  of  the  borrowing. 
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lion  limit  is  reasonably  expected  to  be  ex- 
ceeded, all  governmental  bonds  issued  by 
the  issuing  governmental  unit  and  all  other 
governmental  units  that  are  subordinate  to 
it  under  applicable  State  or  local  law  are 
counted.  (Private  activity  bonds  issued  by  or 
on  behalf  of  the  issuing  governmental  unit 
or  subordinate  governmental  units  are  not 
so  counted  and  are  not  eligible  for  this  ex- 
ception from  the  rebate  requirement.)  See 
section  IX.  B.,  for  a  description  of  subordi- 
nate governments. 

A  second  exception  is  provided  for  govern- 
mental bonds  and  qualified  501(c)(3) 
bonds '"  if  all  but  a  minor  portion  of  the 
gross  proceeds  of  an  issue  are  spent  for  the 
exempt  purpose  of  the  borrowing  within  six 
months  after  the  date  of  issuance.  Thus,  if 
the  gross  proceeds  of  an  issue,  other  than 
an  amount  not  exceeding  the  lesser  of  five 
percent  or  $100,000  of  the  proceeds,  are  so 
spent,  the  conference  agreement  permits  an 
additional  six  months  to  spend  the  remain- 
ing proceeds  before  rebate  payments  are  re- 
quired. Additionally,  for  purposes  of  this  ex- 
ception, unlike  the  general  rules  for  the 
rebate  requirement,  redemption  of  the  al- 
lowable de  minimis  portion  of  proceeds 
before  expiration  of  the  additional  six- 
month  period  is  treated  as  an  expenditure 
for  the  purpose  of  the  borrowing. 

Third,  the  conference  agreement  provides 
a  transitional  exception  from  rebate  for  cer- 
tain qualified  student  loan  bonds  issued  In 
connection  with  the  Federal  GSL  and  PLUS 
program  similar  to  the  exception  included 
in  the  Senate  amendment.  This  transitional 
exception  applies  only  with  respect  to  bonds 
issued  before  January  1.  1989.  and  is  de- 
signed to  allow  issuers  of  qualified  student 
loan  bonds  to  continue  to  issue  bonds  while 
they  find  other  sources  of  revenue  to  defray 
administrative  costs  and  costs  of  issuance. 
(Typically,  other  revenue  sources  such  as 
direct  Federal  funding  or  funding  from 
State  or  local  governments  have  not  been 
provided  for  these  purposes  in  the  past.) 

Under  this  modified  exception,  the  rebate 
requirement  does  not  apply  to  arbitrage 
profits  earned  during  the  initial  18-month 
temporary  period  permitted  for  such  bonds 
if  the  profits  are  used  to  pay  cost  of  issu- 
ance financed  with  the  bond  proceeds  and 
also  to  such  profits  to  the  extent  that— 

(1)  the  proceeds  of  the  issue  are  used  to 
make  or  finance  qualified  student  loans 
before  the  end  of  the  18-month  temporary 
period  permitted  under  the  conference 
agreement;  and 

(2)  the  arbitrage  is  used  to  pay  adminis- 
trative costs  associated  with  the  issue. 

Arbitrage  profits  may  not  be  used  to  pay 
either  costs  of  issuance  or  administrative 
costs  if  those  costs  are  to  be  reimbursed  by 
borrowers. 

As  with  the  special  exception  to  the  new 
temporary  period  rules  described  above  (i.e.. 
an  18-month  temporary  period  rather  than 
6  months  is  permitted  for  pooled  financings 
generally),  this  exception  does  not  apply  to 
tax-exempt  student  loan  bonds  other  than 
bonds  issued  in  connection  with  the  Federal 
GSL  and  PLUS  programs. 
Rebate  saje-harbor  for  certain  governmental 
financings 

As  under  both  the  House  bill  and  the 
Senate  amendment,  arbitrage  profits  on  all 
tax-exempt  bonds,  including  tax  and  reve- 


nue anticipation  notes  (TRANs)  issued  to 
fund  cashflow  shortfalls  of  governmental 
units  must  be  rebated  to  the  Federal  Gov- 
ernment if  all  gross  proceeds  of  an  issue  are 
not  spent  for  the  exempt  purpose  of  the 
borrowing  within  six  months  of  the  date  of 
issuance.  In  general.  TRAN  proceeds  are 
deemed  to  be  spent  as  the  cash-flow  short- 
fall for  which  the  notes  are  issued  occurs. 
The  conference  agreement  provides  a  spe- 
cial safe-harbor  exception  for  TRANs  pursu- 
ant to  which  all  gross  proceeds  are  deemed 
to  have  been  spent  for  the  exempt  purpose 
of  the  borrowing  within  six  months. 

Under  this  safe-harbor  exception,  if 
during  the  six-month  period  after  issuance, 
the  cumulative  cash-flow  deficit  of  the  gov- 
ernmental unit  issuing  the  TRANs  has  ex- 
ceeded 90  percent  of  the  issue  size,  all  net 
proceeds  and  earnings  thereon  of  the  TRAN 
issue  are  deemed  to  have  been  spent  for  the 
purpose  of  the  borrowing.  Solely  for  pur- 
poses of  the  safe-harbor,  cumulative  cash- 
flow deficit  is  defined  as  the  excess  of  the 
amount  the  governmental  unit  spends 
during  the  relevant  period  over  the  sum  of 
all  amounts  (other  than  the  issue  proceeds) 
that  are  available  for  payment  of  the  ex- 
penses during  that  period.  As  under  the  gen- 
eral rules  on  arbitrage  rebate,  redemption  of 
bonds  is  not  treated  as  an  expenditure  for 
the  purpose  of  the  borrowing.*' 
Limitation  on  loss  of  tax-exemption  for  cer- 
tain rebate  errors 

The  conference  agreement  modifies  the 
Senate  amendment's  provision  of  a  special 
penalty,  in  lieu  of  loss  of  tax-exemption,  for 
certain  failures  to  rebate  arbitrage  profits  in 
the  case  of  governmental  bonds  and  quali- 
fied 501(c)(3)  bonds.  Under  the  conference 
agreement,  the  Treasury  Department  is  au- 
thorized to  waive  loss  of  tax -exemption  on 
an  issue  where  an  error  in  the  amount  re- 
bated or  a  late  payment  occurs,  if  the  error 
or  late  payment  is  not  due  to  willful  neglect. 
In  such  cases,  a  penalty  equal  to  50  percent 
of  the  amount  not  properly  paid  is  imposed 
and  interest  accrues  on  these  late  payments 
and  underpayments  in  the  same  manner  as 
on  late  payments  of  tax.  The  penalty  and 
interest  may.  however,  be  waived  by  Treas- 
ury. 

Additional  restrictions  on  mortgage  revenue 
bonds 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  on 
imposing  the  present-law  additional  arbi- 
trage restrictions  for  qualified  mortgage 
bonds  on  both  those  bonds  and  qualified 
veterans'  mortgage  bonds.  These  restric- 
tions are  in  lieu  of  the  IDB-type  additional 
restrictions  that  apply  to  all  other  tax- 
exempt  bonds. 

Additional    restrictions    on    student    loan 
bonds 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  in  re- 
taining the  1984  direction  to  the  Treasury 
Department  to  develop  regulations  imposing 
additional  arbitrage  restrictions  on  tax- 
exempt  student  loan  bonds,  to  the  extent 
that  that  direction  is  not  inconsistent  with 
specific  provisions  of  the  agreement  applica- 
ble to  student  loan  bonds. 
Effective  dates 

These  provisions  apply  to  bonds  (includ- 
ing refunding  bonds)  issued  after— 


'°This  exception  does  not  apply  to  so-called  tax 
and  revenue  anticipation  notes  (TRANs):  rather  a 
special  safe-harbor  exception  from  the  rebate  re- 
quirement, described  below,  is  provided  for  those 
governmental  bonds. 


*'  This  safe-harbor  does  not  affect  the  amount  of 
TRANs  that  may  t)e  issued  by  a  governmental  unit. 
that  qualify  for  a  temporary  period  exception  from 
arbitrage  yield  restrictions,  or  any  other  present- 
law  rules  governing  issuance  of  such  notes. 


(1)  August  31,  1986,  in  the  case  of  bonds 
and  provisions  covered  under  the  Joint 
Statement  on  Effective  Dates  of  March  14, 
1986: 

(2)  3:00  p.m..  E.D.T..  July  17.  1986  in  the 
case  of  application  of  the  arbitrage  rebate 
requirement  to  governmental  bonds  issued 
to  fund  certain  pools,  described  below; 

(3)  August  15.  1986,  for  application  of  the 
limit  on  higher  yielding  investments  in  non- 
purpose  investments;  and 

(4)  December  31,  1985,  in  the  case  of 
bonds  not  covered  under  (1)  and  (2). 

The  conferees  intend  that  no  payment  of 
rebate  be  due  t)efore  the  date  that  is  60  days 
after  the  date  of  enactment. 

Pools  described  in  (2)  are  bonds  satisfying 
one  or  more  of  the  following  four  criteria: 

(1)  The  proceeds  of  the  issue  are  to  be 
used  to  fund  a  pool  or  pools  to  make  loans 
to  governmental  units  other  than  govern- 
mental units  subordinate  (determined  under 
applicable  State  or  local  law)  the  issuer  (or 
the  the  governmental  unit  on  behalf  of 
which  the  issuer  acts). 

(2)  The  proceeds  of  the  issue  are  to  be 
used  to  fund  a  pool  or  pools  with  respect  to 
which  less  than  75  percent  of  the  proceeds 
of  the  issue  is  to  be  used  to  make  loans  to 
initial  borrowers  to  finance  projects  identi- 
fied (with  specificity)  by  the  issuer  on  the 
date  of  issue  as  projects  to  be  financed  with 
the  proceeds  of  such  issue. 

(3)  The  proceeds  of  the  issue  are  to  be 
used  to  fund  a  pool  or  pools  and  on  or 
before  the  date  of  issue,  commitments  have 
not  been  entered  into  by  such  initial  bor- 
rowers to  borrow  at  least  25  percent  of  the 
proceeds  of  such  issue. 

(4)  The  term  of  the  issue  exceeds  30  years 
and  principal  repayments  on  any  loans  are 
to  t>e  used  to  make  or  finance  additional 
loans. 

Paragraphs  (2)  and  (3)  apply  only  if  bonds 
were  not  issued  by  the  issuer  before  Janu- 
ary 1.  1986.  to  fund  similar  governmental 
bond  pools,  or  if  the  issuer  had  established  a 
similar  pool  or  pools  before  that  date,  issu- 
ance of  bonds  for  such  pools  during  1986  ex- 
ceeds 250  percent  of  the  average  annual  is- 
suance for  such  pools  during  calendar  years 
1983.  1984.  and  1985. 

For  purposes  of  the  special  rule  on  pooled 
financings,  an  issue  of  bonds  sold  to  a  secu- 
rities firm,  broker,  or  other  person  acting  in 
the  capacity  of  an  underwriter  or  wholesal- 
er is  not  treated  as  issued  before  such  bonds 
have  been  re-offered  to  the  public  (pursuant 
to  final  offering  materials)  and  at  least  25 
percent  of  such  bonds  actually  have  been 
sold  to  the  public. 

3.  Modinration  of  Treasury  Department  State  and 
Local  Government  Series  Program 

Present  Law 

The  Treasury  Department  issues  a  special 
State  and  Local  Government  Series  (SLGS) 
of  Treasury  obligations  to  enable  issuers  of 
tax-exempi  bonds  to  avoid  earning  imper- 
missible arbitrage  profits.  Interest  rates  on 
SLGS  are  set  by  reference  to  the  permitted 
yield  on  each  issue  of  tax-exempt  bonds. 
Purchasers  of  SLGS  must  give  Treasury  20 
days  notice  of  their  Intent  to  purchase  the 
obligations.  The  minimum  maturity  of 
SLGS  is  45  days. 

House  BUI 

No  provision. 

Senate  Amendment 

The  Senate  amendment  directs  the  Treas- 
ury Department  to  modify  its  SLGS  pro- 
gram to  provide  investments  similar  to 
those    offered    by    private    money    market 
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funds  (paying  yields  that  will  eliminate  im- 
permissible arbitrage  profits  and  thereby 
eliminate  the  need  to  account  for  such  prof- 
its) and  to  operate  the  program  at  no  net 
cost  to  the  Government. 

These  new  rules  are  to  permit  demand  de- 
posits under  the  SLGS  program  by  deleting 
advance  notice  requirements  related  to  the 
purchase  of  SLGS  and  by  deleting  minimum 
maturity  requirements. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment.  Thus,  notwithstanding 
any  other  provisions  of  law.  or  any  regula- 
tion issued  pursuant  to  such  a  provision,  the 
Treasury  oiepartment  is  directed  to  expand 
its  SLGS  program  to  permit  demand  depos- 
its, as  well  as  time  deposits  for  a  period 
specified  by  the  purchaser  (as  under  present 
law).  All  obligations  issued  as  part  of  the  re- 
vised SLGS  program  are  to  be  available  in 
the  same  manner  as  secondary  market 
transaction,  (i.e..  for  next  day  settlement 
unless  forward  settlement  is  specified.) 

The  conferees  further  intend  that  the  re- 
vised SLGS  program  will  be  operated  at  no 
net  cost  to  the  Federal  Government.  Thus, 
the  Treasury  is  authorized  to  charge  appro- 
priate fees  and/or  to  establish  interest  rates 
on  SLGS  such  as  the  difference  between 
any  investments  of  the  bond  proceeds  and 
the  rate  paid  thereon  are  sufficient  (in  con- 
nection with  any  fees  charged)  to  defray 
costs  of  operating  the  program. 

Finally,  the  conferees  are  aware  that  the 
Treasury  has  rigidly  applied  many  of  the  re- 
quirements of  the  present  SLGS  program  in 
the  past.  For  example,  if  SLGS  are  not  pur- 
chased on  the  date  specified  in  the  applica- 
tion. Treasury  bars  the  issuer  from  invest- 
ing in  SLGS  for  6  months.  The  conferees 
intend  that  the  Treasury  apply  its  regula- 
tions under  the  revised  program  in  the  most 
flexible  manner  possible,  in  light  of  the  con- 
ferees' intent  in  adopting  this  provision 
(e.g..  if  inability  to  settle  on  a  specified  date 
is  due  to  reasonable  cause,  a  delayed  closing 
date,  without  penalty,  should  be  permitted). 
Effective  Date 
This  provision  is  effective  on  the  date  of 
enactment.  The  revised  SLGS  program  is  to 
be  in  effect  on  January  1,  1987. 

E.  Restrictions  on  Advance  Refundinxs 
Present  Law 
Bonds  other  than  IDBs  and  mortgage  rev- 
enue bonds  may  be  advance  refunded.  IDBs 
and  mortgage  revenue  bonds  may  not  be  re- 
funded more  than  180  days  before  the  re- 
funded bonds  are  redeemed.  An  exception, 
contained  in  proposed  Treasury  Department 
regulations,  waives  this  180-day  rule  in  the 
case  of  refunded  (Kinds  having  a  maturity  of 
less  than  three  years. 

House  Bill 
The  House  bill  prohibits  advance  refund- 
ings  of  all  private  activity  bonds.  An  excep- 
tion is  provided  for  certain  l>onds  for  section 
501(c)(3)  organizations  that  were  originally 
issued  l)efore  January  1.  1986.  if  the  advance 
refunding  is  required  to  comply  with  a 
change  in  Federal  law.  Advance  refundings 
are  defined  as  refundings  where  the  refund- 
ed bonds  are  not  redeemed  within  30  days 
after  issuance  of  the  refunding  bonds.  Cer- 
tain new  technical  requirements  are  im- 
posed on  permitted  advance  refundings. 
Senate  Amendment 
The  Senate  amendment  prohibits  advance 
refundings  of  all  private  activity  t>onds 
(other  than  bonds  for  section  501(c)(3)  orga- 
nizations). Advance  refundings  are  defined 
as  refundings  where  the  refunded  tx>nds  are 


not  redeemed  within  90  days  after  issuance 
of  the  refunding  bonds.  Certain  new  techni- 
cal requirements  are  imposed  on  permitted 
advance  refundings. 

Conference  Agreement 
General  rules 

The  conference  agreement  follows  the 
Senate  amendment  in  permitting  advance 
refundings  of  both  governmental  bonds  and 
qualified  501(c)(3)  bonds  and  in  defining  an 
advance  refunding  as  a  refunding  where  the 
refunded  bonds  are  not  redeemed  within  90 
days  after  issuance  of  the  refunding  bonds. 
A  technical  clarification  is  provided  substi- 
tuting 180  days  for  90  days  in  the  case  of  re- 
fundings that  occurred  before  January  1. 
1986. 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  with 
respect  to  the  technical  requirements  that 
are  imposed  on  permitted  advance  refund- 
ings— 

(1)  Issues  that  were  originally  issued 
before  January  1.  1986,  may  be  advance  re- 
funded a  total  of  two  times.  All  advance  re- 
funding issues  that  were  outstanding  on 
January  1.  1986.  or  that  are  issued  on  or 
after  that  date,  are  counted  in  determining 
whether  the  two-limes  limit  has  been 
reached.  (A  special  transitional  exception 
permits  bonds  that  had  been  advance  re- 
funded two  or  more  times  before  March  15. 
1986.  to  be  advance  refunded  one  additional 
time  after  March  14.  1986.) 

(2)  Issues  that  are  originally  issued  after 
December  31.  1985.  may  be  advance  refund- 
ed a  total  of  one  time. 

(3)  In  the  case  of  advance  refundings  pro- 
ducing a  present  value  debt  service  savings— 

(a)  The  refunded  bonds  must  be  redeemed 
no  later  than  the  first  date  on  which  their 
redemption  is  not  prohibited  if  the  refunded 
bonds  are  issued  after  Decemt)er  31,  1985: 
and 

(b)  The  refunded  bonds  must  t>e  redeemed 
no  later  than  the  first  date  on  which  they 
may  be  redeemed  at  a  premium  of  3  percent 
or  less  if  the  refunded  bonds  were  issued 
before  January  1,  1986. 

(4)  New  restrictions  on  temporary  periods 
when  unlimited  arbitrage  earnings  are  per- 
mitted apply  to  both  the  refunded  and  re- 
funding bonds— 

(a)  The  initial  temporary  period  for  ad- 
vance refunding  bonds  is  limited  to  30  days; 
and 

(b)  The  initial  temporary  period  for  re- 
funded bonds  terminates  no  later  than  the 
date  the  advance  refunding  bonds  are 
issued. 

(5)  The  permitted  minor  portion  that  may 
be  invested  without  regard  to  arbitrage 
yield  restrictions  claimed  with  respect  to 
the  refunded  issue  must  be  reduced  to  an 
amount  no  greater  than  that  permitted 
under  the  conference  agreement  when  an 
issue  is  advance  refunded. 

(6)  As  described  more  fully  under  the  sec- 
tion on  the  new  private  activity  bond 
volume  limitation,  proceeds  of  an  advance 
refunding  issue  are  subject  to  the  volume 
limitation  to  the  same  extent  as  if  the  re- 
funding issue  were  an  original  issue. 

The  conference  agreement  follows  the 
Senate  amendment's  prohibition  on  advance 
refundings  involving  the  use  of  a  'device"  to 
obtain  a  material  financial  advantage  based 
on  arbitrage  other  than  savings  arising  from 
lower  interest  rates  generally.  The  conferees 
do  not  intend  to  restrict  per  se  so-called 
"low-to-high"  advance  refundings  occurring 
to  obtain  relief  from  specific  covenants  in- 
cluded in  the  refunded  bonds  or  to  restruc- 
ture debt  service  provided  those  advance  re- 


fundings do  not  additionally  involve  an  abu- 
sive device,  as  described  in  the  Senate 
amendment,  or  Treasury  regulations  and 
rulings  issued  pursuant  to  this  provision. 

Effective  date 

The  new  restrictions  on  advance  refund- 
ings apply  to  advance  refunding  bonds 
issued  after— 

(1)  August  15.  1986.  in  the  case  of  advance 
refundings  of  501(c)(3)  organization  bonds, 
other  private  activity  bonds  for  which  ad- 
vance refunding  is  permitted  under  present 
law,  and  governmental  bonds  originally 
issued  after  that  date:  and 

(2)  August  31,  1986,  in  the  case  of  bonds 
and  provisions  covered  by  the  Joint  State- 
ments, except  December  31,  1985,  in  the 
case  of  provisions  not  included  in  the  Joint 
Statements  (e.g.,  the  new  30-day  initial  tem- 
porary period  for  advance  refunding  bonds). 

A  transitional  exception  applies  to  permit 
advance  refundings  of  certain  tax-exempt 
governmental  and  section  501(c)(3)  organi- 
zation bonds  that  may  not  be  issued  origi- 
nally under  the  conference  agreement. 
These  advance  refundings  generally  are  sub- 
ject to  the  new  advance  refunding,  and  cer- 
tain other,  restrictions.  In  the  case  of  ad- 
vance refundings  permitted  under  the  tran- 
sitional exception  of  such  bonds  (other  than 
bonds  for  output  facilities,  as  defined  under 
the  conference  agreement),  the  requirement 
that  a  volume  allocation  be  obtained  for  the 
private  use  portion  in  excess  of  $15  million 
does  not  apply. 

An  exception  is  provided  for  advance  re- 
funding bonds  issued  under  this  transitional 
exception  with  respect  to  the  general  150 
percent  limitation  on  investment  in  materi- 
ally higher  yielding  nonpurpose  investments 
in  the  case  of  amounts  deposited  in  an  ad- 
vance refunding  escrow  account.  (Amounts 
invested  in  such  an  escrow  account  are  not, 
however,  treated  as  spent  for  the  govern- 
mental purpose  of  the  borrowing  until  they 
are  used  to  redeem  the  refunded  bonds: 
thus,  the  arbitrage  rebate  requirement  ap- 
plies to  such  proceeds,  as  well  as  to  other 
proceeds  (including  transferred  proceeds) 
for  which  an  exception  is  not  specifically 
provided  under  the  rebate  requirement,  dis- 
cussed above. 

F.  Restrictions  on  Early  Issuance 

Present  Law 
No  specific  rules  require  that  bond  pro- 
ceeds be  spent  within  a  specified  time  fol- 
lowing issuance:  however,  issuers  are  re- 
quired to  proceed  with  due  diligence  to  real- 
ize the  governmental  purpose  of  the  borrow- 
ing to  qualify  for  a  temporary  period  when 
unlimited  arbitrage  may  be  earned. 

House  Bill 
Five  percent  or  more  of  bond  proceeds  are 
required  to  be  spent  for  the  purpose  of  the 
borrowing  within  30  days  after  bond  issu- 
ance. All  bond  proceeds  (other  than  costs  of 
issuance  and  amounts  deposited  in  a  reason- 
ably required  reserve  or  replacement  fund) 
must  be  spent  no  later  than  3  years  after  is- 
suance. The  Treasury  Department  is  au- 
thorized to  extend  the  30-day  and  3-year  pe- 
riods in  cases  where  undue  hardship  other- 
wise would  result. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The   conference    agreement    follows   the 
Senate  amendment. 
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(;.    Information   KrportinK   Requirrment   for 
Tax-Kxempt  Konds 

Present  Law 
Issuers  of  private  activity  bonds  (defined 
as  IDBs,  student  loan  bonds,  and  bonds  for 
section  501(c)(3)  organizations)  and  mort- 
gage revenue  bonds  are  required  to  report 
certain  information  about  volume  and  users 
of  bond-financed  property  to  the  Treasury 
Department. 

House  BUI 
Information  reporting  requirements  simi- 
lar to  those  contained  in  present  law  are  ex- 
tended to  all  tax-exempt  bonds. 
Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  with 
a  modification  authorizing  the  Treasury  De- 
partment to  waive  loss  of  tax-exemption  on 
an  issue  if  an  information  report  is  filed  late 
and  Treasury  finds  that  the  late  filing  is  not 
due  to  willful  neglect. 

Effective  Dale 
This  provision  applies  to  to  bonds  issued 
after  December  31.  1986.  (Bonds  presently 
subject  to  information  reporting  require- 
ments are  not  excused  from  those  require- 
ments by  virtue  of  the  December  31,  1986, 
effective  date. ) 

H.  Certain  Targeted  Transitional  Exceptions 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment,  with 
modifications,  in  providing  certain  targeted 
transitional  exceptions  for  specifically  de- 
scribed facilities.  Each  of  these  targeted 
transitional  exceptions  applies  only  to  one 
described  project  or  issue  of  bonds  or  to  a 
limited  group  of  described  projects,  and 
each  is  subject  to  a  maximum  dollar  amount 
of  bonds.  Additionally,  these  rules  generally 
require  that  the  transitioned  bonds  be 
issued  before  January  1.  1989. 

Certain  transitional  exceptions  provided 
in  the  Deficit  Reduction  Act  of  1984  are  re- 
enacted  by  the  agreement.  These  transition- 
al exceptions  are  those  exempting  a  specifi- 
cally described  project,  or  a  limited  group  of 
such  projects,  from  one  or  more  of  the  pro- 
visions of  the  conference  agreement.  The 
agreement  further  provides  that  the  1984 
Act  transitional  exceptions  re-enacted  by 
the  agreement  are  retained  only  if  the  tran- 
sitioned bonds  are  issued  before  January  1, 
1990." 

The  conference  agreement  also  includes  a 
limited  exception  to  the  rule  that  FSLIC- 
and  FDIC-guaranteed  bonds  issued  l)efore 
the  prohibition  of  such  guarantees  of  tax- 
exempt  bonds  may  not  be  refunded.  Permit- 
ted current  refunding  under  the  agreement 
must  satisfy  specified  requirements  render- 
ing them  in  substance  a  renegotiation  of  in- 
terest rates. 

I.  General  Stock  Ownership  Corporations 

(GSOCs) 

Present  Law 

A  State  may  establish  a  General  Stock 

Ownership  Corporation  (GSOC)  that  serves 

as    an    investment    fund    for    its    citizens. 

GSOCs  may  elect  to  be  exempt  from  tax 

with  the  shareholders  reporting  as  income 


"  Re-enactment  of  these  project  specific  transi- 
tion rules  does  not  change  the  general  prohibition 
contained  in  the  1984  Act  on  refunding  certain  obli- 
gations (e.g..  private  loan  l)onds)  that  may  not  be 
originally  Issued  under  that  Act. 


their  prorata  share  of  the  GSOCs  taxable 
income.  (No  State  has  used  this  provision.) 

House  Bill 
The    GSOC    provisions    are    repealed    as 
deadwood,  effective  as  of  January  1,  1984. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill.  • 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

TITLE  XIV.  TRISTS  AND  KSTATKS;  .MINOR 
CHILDRKN:    <;ll'T    AND    ESTATE    TAXES: 

<;eneration-skippin(;  transfer  tax 

A.  Income  Taxation  of  TrusLs  and  F;stales 

Present  Law 
Trusts 

In  general 

The  income  taxation  of  a  trust  depends  on 
whether  the  trust  is  a  grantor  or  nongran- 
tor  trust.  In  the  case  of  a  grantor  trust  (i.e., 
one  where  the  grantor  (or  other  person  with 
the  power  to  revoke  the  trust)  has  certain 
powers  with  respect  to  the  trust),  income  is 
taxed  directly  to  the  grantor.  In  the  case  of 
a  nongrantor  trust,  each  trust  is  treated  as  a 
separate  taxable  entity. 

Nongrantor  trusts 

Calculation  of  tax  liability.— A  trust  is  al- 
lowed the  following  deductions  in  calculat- 
ing iU  tax  liability;  (Da  deduction  in  lieu  of 
a  personal  exemption  of  $100  (or  $300  in 
cases  where  all  trust  income  is  required  to 
be  distributed  currently):  (2)  no  zero  bracket 
amount  or  standard  deduction  is  permitted: 
(3)  an  unlimited  charitable  deduction  is 
available:  and  (4)  a  distribution  deduction 
generally  is  allowed  for  distributions  to 
beneficiaries. 

Taxable  year.— The  trust  may  elect  to  use 
a  taxable  year  other  than  that  of  the  grant- 
or or  its  beneficiaries.  Beneficiaries  of  trusts 
are  taxable  on  distributions  from  a  trust  to 
the  extent  of  the  trusts  taxable  income  for 
taxable  years  ending  with,  or  within,  the 
taxable  year  of  the  beneficiary.  If  the  trust 
is  on  a  different  taxable  year  than  its  bene- 
ficiaries, the  beneficiaries  defer  taxable 
income  from  one  taxable  year  to  the  next.  A 
trust  can  elect  to  use  any  year  as  its  taxable 
year. 

Applicable  ra^e.— Each  nongrantor  trust 
separately  calculates  its  tax  liability  at  the 
rate  applicable  to  married  taxpayers  filing 
separately. 

Aggregation  of  trusts.— Pursuant  to  Treas- 
ury regulations,  two  or  more  trusts  will  be 
treated  as  a  single  trust  if  (1)  the  trusts 
have  substantially  the  same  grantor  or 
grantors  and  substantially  the  same  pri- 
mary beneficiary  or  beneficiaries,  and  (2)  a 
principal  purpose  of  the  use  of  a  separate 
trust  is  the  avoidance  of  Federal  income  tax. 

Taxation  of  distributions  to  beneftci- 
aries.— Distributions  to  beneficiaries  are 
taxed  to  beneficiaries  and  deductible  by  the 
trust  to  the  extent  of  the  distributable  net 
income  (DNI)  of  the  trust.  DNI  is  allocated 
first  to  distributions  that  are  required  to  be 
made  out  of  income  for  the  year,  secondly 
to  distributions  made  to  charity  out  of  trust 
income,  and  lastly  to  other  distributions. 

Taxation  of  previously  accumulated 
tncome.— Distributions  to  beneficiaries  out 
of  previously  accumulated  income  are  taxed 
to  beneficiaries  under  a  throwback  rule  de- 
signed to  tax  the  income  upon  distribution 
at  the  beneficiaries"  average  marginal  rate 
in  the  previous  five  years. 


Grantor  trusts 

Under  certain  circumstances,  the  grantor 
(or  other  person  having  the  power  to  revoke 
the  trust)  is  taxed  directly  on  trust  income. 

The  grantor.— The  grantor  generally  is 
treated  as  the  owner  of  all  or  a  portion  of 
the  trust  if  (1)  the  grantor  has  a  reversion- 
ary interest  expected  to  return  to  him 
within  ten  years:  (2)  the  grantor  has  the 
power  to  control  the  beneficial  enjoyment 
of  the  income  or  corpus,  (3)  the  grantor  re- 
tains certain  administrative  powers:  (4)  the 
grantor  retains  the  right  to  revoke  the  trust  • 
at  any  time  during  the  first  ten  years  of  the 
trust's  existence,  or  (5)  the  income  of  the 
trust  may  be  distributed  to  the  grantor  or 
the  grantor's  spouse  during  the  first  ten 
years  of  the  trust's  existence. 

Persons  other  than  the  grantor.— A  person 
other  than  the  grantor  is  treated  as  the 
owner  of  all  or  a  portion  of  the  trust  if  (1) 
that  person  has  the  power  to  revoke  the 
trust,  or  (2)  that  person  surrendered  the 
power  to  revoke  and  that  person  retained 
one  of  the  powers  listed  above. 

Estates 

A  decedent's  estate  is  treated  as  a  separate 
taxable  entity,  beginning  as  of  the  date  of 
death.  The  estate  may  elect  a  taxable  year 
different  than  the  decedent's  taxable  year. 
Under  present  law.  an  estate  is  allowed  a 
$600  deduction  in  lieu  of  a  personal  exemp- 
tion and  otherwise  computes  its  tax  liability 
generally  in  the  same  manner  as  a  nongran- 
tor trust,  except  that  the  throwback  rules 
do  not  apply. 

Payment  of  estimated  income  taxes  by  trusts 
and  estates 
Neither  tru.sts  nor  estates  are  required  to 
make  estimated  payments  of  their  income 
taxes.  Trusts  are  required  to  pay  their 
income  tax  at  the  lime  of  filing  of  the 
income  tax  return.  Income  tax  of  an  estate 
is  payable  in  four  quarterly  payments  after 
the  year  in  which  the  income  is  earned. 

House  Bill 

The  House  bill  limits  the  scope  of  the 
grantor  trust  rules  and  continues  to  tax  the 
income  of  a  grantor  trust  directly  to  the 
grantor.  Nongrantor  trusts  generally  are 
taxed  at  the  top  marginal  rate  of  the  grant- 
or. In  addition,  special  rules  may  permit  the 
use  of  lower  rates  where  the  trust's  benefici- 
aries are  minor  children  of  the  grantor. 
Where  all  of  the  trust  belongs  to  one  benefi- 
ciary, the  income  generally  is  taxed  to  the 
trust  at  the  top  marginal  rate  of  tlie  benefi- 
ciary. 

The  provisions  apply  to  irrevocable  trusts 
created  after  September  25,  1985.  and  to 
trusts  that  are  revocable  on  September  25, 
1985.  for  taxable  years  beginning  on  or  after 
that  date.  Amounts  contributed  after  that 
date  to  a  trust  that  is  irrevocable  on  that 
date  are  treated  as  a  separate  trust  created 
after  that  date. 

Senate  Amendment 

Trusts 

Nongrantor  trusts 

Rates  of  fax. —Nongrantor  trusts  and  es- 
tates are  taxed  as  under  present  law.  except 
that  the  tax  brackets  applicable  to  such 
trusts  and  estates  are  narrowed.  Under  the 
revised  rates  for  taxable  years  beginning 
after  1987.  the  first  $5,000  of  income  of  a 
trust  or  estate  is  taxed  at  the  rate  of  15  per- 
cent and  income  in  excess  of  $5,000  is  taxed 
at  27  percent.  In  addition,  the  benefit  of  the 
15-percent  bracket  is  phased-out  for  trust  or 
estate  income  between  $13,000  to  $25,000. 
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Taxable  vear.— Nongrantor  trusts  (both 
newly  created  and  existing)  must  adopt  a 
taxable  year  ending  in  October.  November, 
or  Deceml)er. 

Grantor  trusts 

The  10- year  exception  of  present  law  (i.e.. 
the  so-called  "Clifford  rule")  is  repealed.  In 
addition,  interests  and  powers  of  the  gran- 
tor's spouse  are  treated  as  interests  and 
powers  of  the  grantor. 

Estates 

The  undistributed  income  of  l)oth  existing 
and  newly  created  estates  is  taxed  at  the 
rate  of  a  married  person  filing  separately 
for  the  first  two  years  of  their  existence. 
The  undistributed  income  of  estates  after 
the  first  two  years  of  their  existence  is 
taxed  at  the  same  rates  as  nongrantor 
trusts. 

Payment  of  eslirnated  income  taxes  by  trusts 
and  estates 
Trusts  and  estates  are  required  to  make 
estimated  payment  of  income  tax  in  the 
same  manner  as  individuals.  In  addition,  the 
special  rule  permitting  estates  to  pay  their 
income  tax  in  four  equal  quarterly  install- 
ments after  the  year  it  is  earned  is  repealed. 

Effective  date 

The  rate  changes  are  effective  on  July  1. 
1987.  For  1987  returns,  a  blended  rate  sched- 
ule based  upon  the  present  law  rates  and 
new  rates  would  apply.  The  changes  in  the 
grantor  trust  provisions  are  effective  for 
transfers  in  trust  made  after  March  1.  1986 
with  an  exception  under  which  the  10-year 
rule  of  present  law  would  continue  to  apply 
to  certain  trusts  created  pursuant  to  certain 
binding  property  settlements  entered  into 
before  March  1.  1986. 

The  change  in  the  taxable  year  rule  is  ef- 
fective with  respect  to  taxable  years  begin- 
ning after  December  31.  1986.  Distributions 
of  distributable  net  income  during  any  short 
taxable  year  arising  from  a  required  change 
in  taxable  years  are  to  be  included  in 
income  of  the  beneficiary  evenly  over  a  4- 
year  period. 

The  change  in  the  rule  requiring  trusts 
and  estates  to  pay  estimated  tax  is  effective 
for  taxable  years  beginning  after  December 
31.  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment  with  the  following  modi- 
fications: 

First,  the  rate  schedule  applicable  to 
trusts  and  estates  is  modified  to  reflect  the 
top  individual  rate  of  28  percent.  Thus,  tax- 
able income  of  trusts  and  estates  in  excess 
of  $5,000  is  taxed  at  28  percent.  In  addition, 
the  phase-out  rate  for  the  benefit  of  the  15- 
percent  bracket  is  similarly  modified  so  that 
the  t>enefit  phases  out  between  $13,000  and 
$26,000.  An  additional  rate  schedule'  is  pro- 
vided for  taxable  years  beginning  in  1987. 


If  taxable  tncorne  The  tax  is— 

is— 

Not  over  $500 11%  of  taxable 

income 
Over  $500  but  not  $55  plus  15%  of  the 

over  $4,700.  excess  over  $500 

Over  $4,700  but  not       $685  plus  28%  of  the 

over  $7,550.  excess  over  $4,700 


'  The  income  tax  schedule  for  estates  and  trusts 
(or  1987  would  be  as  follows: 


Over  $7,550  but  not       $1,483  plus  35%  of 
over  $15,150.  the  excess  over 

$7,550 
Over  $15,150 $4,143  plus  38.5%  of 

the  excess  over 

$15,100 


Second,  the  special  rule  providing  that  the 
tax  rates  applicable  to  estates  for  their  first 
two  years  are  the  rates  applicable  to  a  mar- 
ried person  filing  separately  is  deleted. 
Thus,  the  rates  applicable  to  trusts  will 
apply  to  all  taxable  years  of  an  estate. 

Third,  the  conference  agreement  provides 
that  estates  are  not  required  to  pay  estimat- 
ed taxes  for  their  first  two  taxable  years.  In 
addition,  the  conference  agreement  provides 
that,  in  the  case  of  trusts  making  estimated 
payments  the  trustee  may  elect  to  assign 
any  amount  of  its  quarterly  payments  to  a 
beneficiary  or  beneficiaries.  Such  an  elec- 
tion must  be  made  on  the  income  tax  return 
of  the  trust  which  is  filed  within  65  days 
after  the  end  of  the  trust's  taxable  year.  If 
the  trustee  makes  such  an  election,  the 
amount  of  credits  assigned  to  beneficiaries 
is  considered  a  distribution  under  the  65-day 
rule  of  section  663.  Thus,  the  beneficiary  to 
whom  the  credit  is  assigned  is  deemed  to  re- 
ceive a  distribution  on  the  last  day  of  the 
trust's  year  for  Federal  income  tax  pur- 
poses. Nonetheless,  the  beneficiary  treats 
the  credit  as  received  on  the  date  the  elec- 
tion is  made  for  purposes  of  the  benefi- 
ciary's estimated  taxes. 

Fourth,  both  newly  created  and  existing 
trusts  (but  not  estates)  are  required  to 
adopt  a  calendar  year  as  their  taxable  year. 
However,  the  conference  agreement  pro- 
vides an  exception  under  which  tax-exempt 
trusts  (described  in  sec.  501)  and  wholly 
charitable  trusts  (described  in  sec. 
4947(a)(1))  are  not  required  to  adopt  a  cal- 
endar year. 

B.  I'nearned  Income  of  a  Minor  Child 
Present  Law 

If  income-producing  assets  are  transferred 
to  a  minor  child,  income  earned  on  those 
assets  generally  is  taxed  to  the  child  at  the 
child's  rate. 

House  Bill 

The  unearned  income  of  a  child  under  14 
years  of  age  is  taxed  to  the  child  at  the  top 
rate  of  the  parents  to  the  extent  the  income 
is  attributable  to  property  received  from  the 
parents.  The  provision  applies  with  respect 
to  a  child  under  14  years  of  age  who  has  at 
least  one  living  parent  as  of  the  close  of  the 
taxable  year. 

The  top  rate  of  the  parents  is  deemed  to 
be  the  top  rate  applicable  to  individuals 
unless  the  parent  assigns  an  unused  rate 
bracket  amount  at  a  lower  rate  to  the  child. 

Earned  income  and  unearned  income  de- 
rived from  assets  received  from  sources 
other  than  a  parent  that  are  placed  in  a 
qualified  segregated  account  are  taxed  at 
the  child's  rate.  Property  eligible  to  be 
placed  in  a  qualified  segregated  account  in- 
cludes earned  income,  money,  or  property 
received  from  someone  other  than  the 
parent  or  step-parent,  and  property  received 
by  reason  of  the  parent's  or  step-parent's 
death. 

The  House  bill   is  effective  for  taxable 
years  beginning  after  December  31,  1985. 
Senate  Amendment 

The  Senate  amendment  generally  is  the 
same  as  the  House  bill,  except  that  the  tax 
payable  by  a  child  on  the  parental  source 


unearned  income  is  equal  to  the  additional 
amount  of  tax  that  the  parent  would  be  re- 
quired to  pay  if  the  child's  parental  source 
unearned  income  were  included  in  the  par- 
ent's taxable  income.  The  Senate  amend- 
ment is  effective  for  taxable  years  beginning 
after  December  31.  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment  except  that  the  provi- 
sion is  applied  to  all  net  unearned  income  of 
a  child  under  14  years  of  age  regardless  of 
the  source  of  the  assets  creating  the  child's 
net  unearned  income.  Net  unearned  income 
means  unearned  income  less  the  sum  of 
$500  and  the  greater  of:  (1)  $500  of  the 
standard  deduction  or  $500  of  itemized  de- 
ductions or  (2)  the  amount  of  allowable  de- 
ductions which  are  directly  connected  with 
the  production  of  the  unearned  income.  The 
$500  figures  are  to  be  adjusted  for  inflation 
beginning  in  1988.  The  conferees  expect 
that  the  Treasury  Department  will  issue 
regulations  providing  for  the  application  of 
these  provisions  where  either  the  child  or 
the  parent  is  subject  to  the  alternative  mini- 
mum tax  for  the  year.  In  addition,  where 
the  tax  on  capital  gains  of  a  trust  is  deter- 
mined by  reference  to  that  income  of  the 
parent  (under  sec.  644  for  any  year  for 
which  the  income  of  that  parent's  also  is  de- 
termined by  reference  to  that  parent,  the 
conferees  intend  that  the  tax  of  the  trust  be 
determined  before  the  tax  of  the  child  is  de- 
termined.) 

The  following  examples  illustrate  the  tax 
consequences  of  this  provision  to  a  depend- 
ent child  under  age  14  in  1988. 

Example  l.—lt  the  child  has  $400  of  un- 
earned income  and  no  earned  income,  the 
child's  standard  deduction  is  $400  which  is 
allocated  against  the  child's  unearned 
income,  so  that  the  child  has  no  Federal 
income  tax  liability. 

Example  2.— If  the  child  has  $900  of  un- 
earned income  and  no  earned  income,  the 
child's  standard  deduction  is  $500  which  is 
allocated  against  the  first  $500  of  unearned 
income.  The  child's  net  unearned  income  is 
$400.  Because  the  child's  net  unearned 
income  is  less  than  $500.  the  net  earned 
income  is  taxed  at  the  child's  rates. 

Example  3.— It  the  child  has  $1,300  of  un- 
earned income  and  no  earned  income,  the 
child's  standard  deduction  is  $500  which  is 
allocated  against  unearned  income.  The 
child  has  net  unearned  income  equal  to  $800 
of  which  the  first  $500  is  taxed  at  the 
child's  rates,  and  the  remaining  $300  of  un- 
earned income  is  taxed  at  the  top  rate  of 
the  parents. 

Example  4.— If  the  child  has  $700  of 
earned  income  and  $300  of  unearned 
income,  the  child's  standard  deduction  is 
$700  of  which  $300  is  allocated  against  un- 
earned income  and  $400  is  allocated  against 
earned  income.  The  child  has  no  net  un- 
earned income  and  the  remaining  $300  of 
earned  income  is  taxed  at  the  child's  rates. 

Example  S.—It  the  child  has  $800  of 
earned  income  and  $900  of  unearned 
income,  the  child's  standard  deduction  is 
$800  of  which  $500  is  allocated  against  un- 
earned income  and  $300  is  allocated  against 
earned  income.  The  child  has  net  unearned 
income  of  $400.  Because  net  unearned 
income  is  less  than  $500,  the  child's  net  un- 
earned income  is  taxed  at  the  child's  rates. 
The  remaining  $500  of  earned  income  also  is 
taxed  at  the  child's  rates. 

Example  6.— Assume  the  child  has  $300  of 
earned  income  and  $1,200  of  unearned 
income,   and   itemized   deductions  of  $400 
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(net  of  the  2-percent  floor)  which  are  direct- 
ly connected  with  the  production  of  the  un- 
earned income.  The  child  has  $400  of  other 
deductions.  Because  of  the  deductions  di- 
rectly connected  with  the  production  of  the 
unearned  income  ($400)  are  less  than  the 
maximum  amount  of  deductions  ($500) 
which  are  allocated  against  unearned 
income.  $500  of  the  $800  total  deductions 
are  allocated  against  unearned  income. 
Therefore,  the  child  has  net  unearned 
income  of  $700  ($1,200  of  unearned  income 
less  $500)  of  which  $500  is  taxed  at  the 
child's  rates  and  $200  is  taxed  at  the  par- 
ents' rate. 

Example  7.— Assume  the  child  has  $700  of 
earned  income  and  $3,000  of  unearned 
income,  and  itemized  deductions  of  $800 
(net  of  the  2-percent  floor)  which  are  direct- 
ly connected  with  the  production  of  the  un- 
earned income.  The  child  has  $200  of  other 
deductions.  The  entire  amount  of  deduc- 
tions relating  to  the  production  of  unearned 
income  is  allocated  against  his  unearned 
income,  because  this  amount  ($800)  exceeds 
$500.  Therefore,  the  child  has  net  unearned 
income  equal  to  $2,200  ($3,000  of  unearned 
income  less  $800)  of  which  $500  is  taxed  at 
child's  rates  and  $1,700  at  the  parenU'  top 
rate.  The  child  has  $200  of  deductions 
which  is  allocated  against  earned  income. 
The  remaining  $500  of  earned  income  is 
taxed  at  the  child's  rates. 

The  provision  is  effective  for  taxable 
years  beginning  after  the  date  of  enact- 
ment. 

C.  Gift  and  EsUte  Taxes 

1.  Current  Vst  Valuation  Recapture  Period  for 

Pre-I9K2  EsUtes 

Present  Law 

Real  property  used  in  certain  farming  and 
other  closely  held  business  activities  may  be 
valued  at  its  current  use.  rather  than  fair 
market,  value  for  estate  tax  purposes.  A  spe- 
cial recapture  tax  is  imposed  if  the  property 
is  disposed  of  or  ceases  to  be  used  in  its 
qualified  use  within  a  10-year  recapture 
period.  (In  1981,  this  recapture  period  was 
reduced  from  15  years,  effective  for  estates 
of  individuals  dying  after  December  31, 
1981.) 

House  Bill 

No  provision. 

Senate  Amendment 

The  reduction  in  the  recapture  period  to 
10  years  enacted  in  1981  is  extended  to  es- 
tates of  individuals  who  died  after  1976  and 
before  1982. 

Conference  Agreement 
The   conference    agreement    follows    the 
House  bill  (i.e.,  retains  present  law). 

2.  Filing  Estate  Tax  Current  Use  Valuation  Elec- 

tions 

Present  Law 
Real  property  used  in  certain  farming  and 
other  closely  held  business  activities  may  be 
valued  at  its  current  use,  rather  than  fair 
market,  value  for  estate  tax  purposes.  This 
provision  is  available  only  if  it  is  elected  on 
the  first  estate  tax  return  filed,  and  only  if 
the  election,  as  filed,  substantially  complies 
with  the  requirements  of  Treasury  Depart- 
ment Regulations  concerning  information 
to  be  supplied  when  making  the  election 
and  execution  of  an  agreement  by  all  par- 
ties having  an  interest  in  the  specially 
valued  property. 


House  Bill 


No  provision. 


Senate  Amendment 

The  Senate  amendment  provides  that  es- 
tates of  individuals  dying  before  January  1. 
1986.  that  substantially  complied  with  the 
requirements  enumerated  on  the  Federal 
Estate  Tax  Return  (as  opposed  to  Treasury 
Department  regulations)  are  allowed  to  per- 
fect defective  elections  within  90  days  of 
being  notified  of  errors  by  the  Treasury. 
Specifically,  the  March  1982  edition  of 
Form  706.  Federal  Estate  Tax  Return,  did 
not  specify  that  the  required  agreement  had 
to  be  submitted  with  the  estate  tax  return. 
This  provision,  therefore,  permits  late  filing 
of  the  required  agreements  for  estates  that 
used  the  March  1982  edition  of  Form  706. 
Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  with  a  modification 
adding  a  targeted  transitional  exception  for 
the  estate  of  an  individual  who  died  on  Jan- 
uary 30.  1984.  and  for  whose  estate  the  Fed- 
eral estate  tax  return  was  filed  on  October 
30,  1984. 

3.  (Jift  Tax  Treatment  of  Certain  Disclaimers 

Present  Law 

A  disclaimer  is  an  irrevocable  refusal  to 
accept  property.  If  a  disclaimer  complies 
with  Federal  rules,  the  disclaimed  property 
is  not  treated  as  having  been  transferred  by 
the  party  making  the  disclaimer  for  Federal 
gift  tax  purposes.  Disclaimers  made  after 
1976  are  governed  by  statutory  rules:  dis- 
claimers made  before  1977  are  governed  by 
Treasury  regulations,  adopted  on  November 
15,  1958.  (The  U.S.  Supereme  Court  upheld 
these  regulations  in  Jewett  v.  Commissioner. 
455  U.S.  305(1982). 

Hotise  Bill 

No  provision. 

Senate  Amendment 

Disclaimers  of  property  transferred  before 
November  15,  1958,  that  were  made  before 
December  9,  1980,  are  valid  for  Federal  gift 
tax  purposes  if  the  requirements  of  the  1958 
Treasury  regulations  (other  than  timing) 
were  satisfied  and  the  disclaimer  was  made 
within  a  reasonable  time  after  the  property 
vested  (rather  than  was  transferred,  as  re- 
quired by  the  regulations). 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  (i.e.,  retains  present  law). 

4.  Gift  and  Estate  Tax   Deductions  for  Certain 

Conservation  Easements 

Present  Law 

A  special  exception  to  the  general  restric- 
tions on  tax  deductions  for  charitable  con- 
tributions of  partial  interests  in  property 
applies  in  the  case  of  qualified  conservation 
contributions  (e.g.,  easements).  (In  general, 
gifts  of  less  than  the  entire  interest  in  prop- 
erty held  by  the  donor  are  nondeductible.) 
To  qualify  for  a  gift  or  estate  tax  deduction, 
qualified  conservation  contributions  must 
satisfy  the  same  requirements,  including  a 
conservation  purpose  requirement,  that 
apply  for  income  tax  deductions. 
House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  permits  gift  or 
estate  tax  deductions  to  be  claimed  for 
qualified  conservation  contributions  with- 
out regard  to  whether  the  contribution  sat- 
isfies the  income  tax  conservation  purpose 
requirement. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  with  a  targeted  transi- 


tional exception  deeming  certain  conserva- 
tion contributions  to  the  Acadia  National 
Park  in  Maine  to  satisfy  the  conservation 
purpose  requirement. 

This  provision  applies  to  transfers  occur- 
ring after  December  31,  1986. 

a.  Special  Rule  for  Estate  of  James  H.  W.  Thomp- 

s4in 

Present  Law 

Gift  and  estate  tax  deductions  are  permit- 
ted for  charitable  contributions  only  if 
property  with  respect  to  which  deductions 
are  claimed  is  transferred  directly  to  a  quali- 
fied organization  and  certain  other  require- 
ments are  satisfied. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  allows  an  estate 
tax  deduction  for  certain  property  trans- 
ferred by  James  H.  W.  Thompson  to  his 
nephew  who  then  transferred  the  property 
to  a  charitable  foundation  pursuant  to  his 
uncle's  instructions.  This  property  is  treated 
as  if  it  passed  directly  from  Thompson  to 
the  charitable  foundation. 

Conference  Agreement 
The    conference    agreement    follows    the 
Senate  amendment. 

6.  (;ifl  and  EsUte  Tax  Marital  Deduction  Elec- 
tions 

Present  Law 
A  deduction  is  allowed  for  gift  and  estate 
tax  purposes  for  property  transfered  to  a 
spouse.  This  'marital  deduction  "  is  not  al- 
lowed for  terminable  interests  (i.e.  property 
interests  that  will  not  be  subject  to  gift  or 
estate  tax  if  the  property  is  transferred  by 
the  donee-spouse)  unless  the  property  is 
qualified  terminable  interest  property 
("QTIP"  property)  and  a  special  election  is 
made.  This  special  election  is  made,  the 
property  is  subject  to  gift  or  estate  tax  if 
the  donee-spouse  subsequently  transfers  it. 

House  Bill 

No  provision. 

Senate  Amendment 

Estates  that  in  good  faith  claim  a  marital 
deduction  on  property  that  is  found  to  be 
terminable  interest  property  on  audit  are 
permitted  to  make  QTIP  elections  within  90 
days  after  that  finding  if  the  property  oth- 
erwise qualifies  for  the  election. 
Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  (I.e..  retains  present  law). 

D.  Generation-Skipping  Transfer  Tax 
Present  Law 

A  generation-skipping  transfer  tax  (GST 
tax )  is  imposed  on  transfers  under  a  trust  or 
similar  arrangement  having  beneficiaries  in 
more  than  one  generation  below  that  of  the 
grantor  of  the  trust.  Subject  to  certain  tran- 
sitional exceptions,  the  GST  tax  applies  to 
transfers  occurring  after  June  11.  1976. 
Taxable  transfers 

The  GST  tax  is  imposed  on  taxable  terrni- 
nations  under  and  taxable  distributions 
(other  than  income)  from  a  trust  or  a  simi- 
lar arrangement  in  which  l)eneficiaries  in 
more  than  one  generation  younger  than 
that  of  the  grantor  have  an  interest  (or  cer- 
tain powers  over  the  property)  (i.e..  genera- 
tion-sharing arrangements).  Direct  transfers 
to  persons  more  than  one  generation  below 
that  of  the  grantor  are  not  subject  to  GST 
tax  (i.e..  direct  skips). 
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In  the  case  of  trusts  having  beneficiaries 
assigned  to  three  or  more  younger  genera- 
tions. GST  tax  is  imposed  on  the  termina- 
tion of  the  interests  (or  powers)  of  each  of 
the  intermediate  younger  generations 
(when  the  trust  property  is  not  subject  to 
gift  or  estate  tax ). 

Exemption  from  lax 

There  is  no  specific  exemption  or  credit 
that  a  grantor  may  apply  against  GST  tax: 
however,  if  a  generation-sltipping  transfer 
occurs  at  or  after  the  deemed  transferor's 
death,  any  unused  portion  of  the  deemed 
transferor's  gift  and  estate  tax  unified 
credit  may  be  applied  against  GST  tax.  Ad- 
ditionally, a  special  $250,000  per  deemed 
transferor  exemption  is  permitted  for  trans- 
fers to  grandchildren. 

Tax  rale 

The  GST  tax  is  imposed  at  the  gift  or 
estate  tax  rate  that  would  apply  if  the  prop- 
erty were  transferred  to  the  beneficiary  by 
a  deemed  transferor  (generally,  the  parent 
of  the  l)eneficiary).  GST  tax  on  taxable  ter- 
minations is  determined  on  a  tax-inclusive 
basis  (like  the  estate  tax)  and  taxable  distri- 
butions are  taxed  on  a  tax-exclusive  basis 
(like  the  gift  tax). 

Credit  for  State  taxes 

A  limited  credit  against  GST  tax  is  per- 
mitted for  State  taxes  imposed  on  genera- 
tion-skipping transfers  (based  on  the 
deemed  transferor  concept). 

House  Bill 
Similar  to  present  law.  a  GST  tax  is  im- 
posed on  transfers  under  a  trust  or  similar 
arrangement  having  beneficiaries  in  more 
than  one  generation  t>elow  that  of  the 
grantor  of  the  trust.  Additionally,  a  GST 
tax  is  imposed  on  direct  transfers  to  benefi- 
ciaries more  than  one  generation  below  that 
of  the  transferor. 

Taxable  transfers 

The  m(Klified  GST  tax  is  imposed  on  tax- 
able terminations  and  taxable  distributions 
(including  distributions  of  income)  under 
generation-sharing  arrangements,  defined 
generally  as  under  present  law.  Taxable 
beneficiaries  include  only  persons  having  in- 
terests in  (as  opposed  to  powers  over)  prop- 
erty. 

The  modified  GST  also  applies  to  direct 
skips  (as  described  under  the  discussion  of 
present  law). 

Exemption  from  tax 

A  specific  exemption  of  $1  million  per 
transferor  is  provided  in  lieu  of  the  present 
credit  and  granochild  exclusion  (descril>ed 
in  present  law).  Generation-skipping  trans- 
fers by  married  individuals  are  treated  as 
made  one-half  by  each  spouse  pursuant  to 
rules  similar  to  the  present  gift  tax  rules  on 
such  gifts  to  third  persons.  A  special  $2  mil- 
lion per  grandchild  exemption  applies  to 
direct  sltips. 

Tax  rate 

All  generation-skipping  transfers  are  sub- 
ject to  tax  at  a  flat  rate,  equal  to  the  maxi- 
mum gift  and  estate  tax  rate  (currently  55 
percent;  scheduled  to  decline  to  50  percent 
in  1988).  GST  tax  on  taxable  terminations 
and  taxable  distributions  is  determined  on  a 
tax-inclusive  basis.  GST  tax  on  direct  skips 
is  determined  on  a  tax -exclusive  basis. 

Credit  for  State  taxes 

A  credit  against  GST  tax  is  permitted 
equal  to  5  percent  of  State  taxes  on  genera- 
tion-skipping transfers. 


Effective  date 

The  amended  GST  tax  applies  to  trans- 
fers after  the  date  of  enactment,  subject  to 
the  following  exceptions: 

(1)  Inter  vivos  transfers  occurring  after 
September  25.  1985,  are  subject  to  the 
amended  tax. 

(2)  Transfers  from  trusts  that  were  irrevo- 
cable before  September  26.  1985,  are  exempt 
to  the  extent  that  the  transfers  are  not  at- 
tributable to  additions  to  the  trust  corpus 
occurring  after  that  dale. 

(3)  Transfers  pursuant  to  wills  in  exist- 
ence before  September  26,  1985.  are  not  sub- 
ject to  the  amended  lax  if  the  testator  was 
incompetent  on  September  25.  1985.  and  at 
all  limes  thereafter  until  death. 

The  present  GST  tax  is  repealed,  retroac- 
tive to  June  11.  1976. 

Senate  Amendment 

No  provisions. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill,  with  a  modification  providing 
that  the  special  $2  million  per  grandchild 
exemption  does  not  apply  to  transfers  made 
after  December  31.  1989. 

A  second  modification  provides  that  an 
election  may  be  made  to  treat  inter  vivos 
and  testamentary  contingent  transfers  in 
trust  for  the  benefit  of  a  grandchild  as 
direct  skips  if  ( 1 )  the  transfers  occur  before 
date  of  enactment,  and  (2)  the  transfers 
would  be  direct  skips  except  for  the  fact 
that  the  trust  instrument  provides  that,  if 
the  grandchild  dies  before  vesting  of  the  in- 
terest transferred,  the  interest  is  trans- 
ferred to  the  grandchild's  heirs  (rather  than 
the  grandchild's  estate).  Transfers  treated 
as  direct  skips  as  a  result  of  this  election  are 
subject  to  Federal  gift  and  estate  tax  on  the 
grandchild's  death  in  the  same  manner  as  if 
the  contingent  gift  over  had  been  to  the 
grandchild's  estate. 

A  third  modification  exempts  from  the  re- 
vised generation-skipping  transfer  tax  testa- 
mentary direct  skips  occurring  under  wills 
executed  before  the  date  of  enactment  if 
the  testator  dies  before  January  1.  1987. 

The  conferees  adopted  these  delays  in  ef- 
fective dates  to  permit  a  reasonable  period 
for  individuals  to  re-execute  their  wills  to 
conform  to  the  extension  of  GST  tax  to 
direct  skips.  No  comparable  period  is  provid- 
ed for  generation-sharing  transfers  because 
those  transfers  are  subject  to  GST  tax 
under  present  law. 

TITLE  XV.  COMPMANCE  A.ND  TAX 
ADMINISTRATION 
A.  Penalties 
1.  Penalties  for  Failure  to  Kile  Information  Re- 
turns or  Statements 

Present  Laic 

The  Code  requires  that  information  re- 
turns be  filed  with  the  IRS.  and  a  copy  be 
given  to  the  taxpayer,  detailing  all  wages, 
most  other  types  of  income,  and  some  de- 
ductions. These  requirements  apply  to  a  va- 
riety of  specific  payments,  and  are  described 
in  a  numl)er  of  c3ode  provisions. 

The  Code  also  provides  civil  penalties  for 
failure  either  to  file  an  information  return 
with  the  IRS  (sec.  6652)  or  to  provide  a  copy 
to  the  taxpayer  (sec.  6678).  The  general 
penalty  for  failure  to  supply  an  information 
return  to  the  IRS  is  separate  from  the  pen- 
alty for  failure  to  give  a  copy  to  the  taxpay- 
er. Generally,  these  penalties  are  $50  for 
each  failure;  the  maximum  penalty  under 
each  provision  is  $50,000  per  year. 

The  Code  also  provides  a  penalty  of  either 
$5  or  $50  (depending  on  the  nature  of  the 


failure)  for  failure  to  furnish  a  correct  tax- 
payer identification  numl)er  (for  individuals, 
the  social  security  number)  (sec.  6676).  The 
Code  does  not  provide  a  penalty  for  includ- 
ing other  incorrect  information  on  an  infor- 
mation return. 

House  Bill 

The  House  bill  consolidates  the  penalty 
for  failure  to  file  an  information  return 
with  the  IRS  with  the  penalty  for  failure  to 
supply  a  copy  of  that  information  return  to 
the  taxpayer  in  the  same  subchapter  of  the 
Code.  The  general  level  of  each  of  these 
penalties  remains  at  $50  for  each  failure. 
The  maximum  penalty  is  raised  from 
$50,000  to  $100,000  for  each  category  of  fail- 
ure.' Thus,  a  maximum  penalty  of  $100,000 
applies  to  failure  to  file  information  returns 
with  the  IRS.  and  another  maximum  penal- 
ty of  $100,000  applies  to  failure  to  supply 
copies  of  information  returns  to  taxpayers. 

The  House  bill  also  adds  to  the  Code  a 
new  penalty  for  failure  to  include  correct  in- 
formation either  on  an  information  return 
filed  with  the  IRS  or  on  the  copy  of  that  in- 
formation return  supplied  to  the  taxpayer. 
This  new  penalty  applies  to  both  an  omis- 
sion of  information  or  an  inclusion  of  incor- 
rect information.  The  amount  of  the  penal- 
ty is  $5  for  each  information  return  or  copy 
for  the  taxpayer,  up  to  a  maximum  of 
$20,000  in  any  calendar  year. 

The  House  bill  also  clarifies  the  provisions 
relating  to  furnishing  a  written  statement 
to  the  taxpayer  of  a  number  of  the  substan- 
tive information  reporting  provisions  of  the 
Code.  Under  present  law,  a  number  of  these 
provisions  arguably  may  be  technically  ef- 
fective only  if  the  person  required  to  .supply 
the  copy  to  the  taxpayer  has  actually  pro- 
vided the  information  return  to  the  IRS. 
These  provisions  have  been  redrafted  so 
that  it  is  clear  that  the  requirement  to 
supply  a  copy  of  the  information  return  to 
the  taxpayer  is  triggered  when  there  is  an 
obligation  to  file  (instead  of  the  actual  filing 
of)  an  information  return  with  the  IRS. 

The  provision  is  effective  for  information 
returns  the  due  date  of  which  (determined 
without  regard  to  extensions)  is  after  De- 
cember 31,  1985. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  Senate  amend- 
ment also  provides  that  the  $20,000  maxi- 
mum penalty  for  filing  inaccurate  informa- 
tion returns  does  not  apply  in  cases  of  inten- 
tional disregard.  The  Senate  amendment  is 
effective  for  information  returns  the  due 
date  of  which  (determined  without  regard 
to  extensions)  is  after  December  31,  1986. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  except  that  certain 
modifications  of  the  information  return  pro- 
visions for  interest,  dividends,  and  patron- 
age dividends  are  effective  on  the  date  of 
enactment  (see  Modification  of  Separate 
Mailing  Requirement  for  Certain  Informa- 
tion Reports,  C.6.,  below). 

2.  Increa.se  in  Penalty  for  Failure  to  Pay  Tax 
Present  Law 
The  Code  provides  that  a  taxpayer  who 
fails  to  pay  taxes  when  due  must  pay  a  pen- 
alty (sec.  6651(a)(2)  and  (3».  The  penalty 
applies  to  a  taxpayer  who  fails  to  pay  taxes 
shown  on  the  tax  return.  It  also  applies  to  a 


'  The  bill  also  raises  from  $50,000  to  $100,000  the 
maximum  penalty  for  failure  to  supply  taxpayer 
identification  numt>ers  (sec.  6676). 
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taxpayer  who  fails  to  pay  taxes  not  shown 
on  the  tax  return  within  10  days  of  notice 
and  demand  for  payment  by  the  IRS.  The 
penalty  is  one-half  of  one  percent  of  the  tax 
for  the  first  month  not  paid,  and  is  an  addi- 
tional one-half  of  one  percent  for  each  addi- 
tional month  the  failure  to  pay  continues, 
up  to  a  maximum  of  25  percent. 

This  penalty  can  be  abated  if  the  failure  is 
due  to  reasonable  cause  and  not  willful  ne- 
glect. This  penalty  is  not  deductible  for  tax 
purposes. 

House  Bill 

The  House  bill  modifies  the  penalty  for 
failure  to  pay  taxes  that  exists  in  present 
law  by  increasing  in  specified  situations  the 
amount  of  that  penalty  from  one-half  of 
one  percent  per  month  to  one  percent  per 
month.*  This  increase  occurs  after  the  IRS 
notifies  the  taxpayer  that  the  IRS  will  levy 
upon  the  assets  of  the  taxpayer.  The  IRS 
can  do  this  in  either  of  two  ways.  The  most 
common  method  is  that  the  IRS  sends  to 
the  taxpayer  a  notice  of  intention  to  levy: 
this  notice  must  be  sent  out  at  least  10  days 
before  the  levy  occurs  (sec.  6331(d)).  In 
these  circumstances,  the  increase  in  the 
penalty  occurs  at  the  start  of  the  month  fol- 
lowing the  month  in  which  the  10-day 
period  expires.  The  second  method  may  be 
used  when  the  IRS  finds  that  the  collection 
of  the  tax  is  in  jeopardy.  If  this  occurs,  the 
IRS  may  make  notice  and  demand  for  im- 
mediate payment  of  the  tax,  and.  if  the  tax 
is  not  paid,  the  IRS  may  levy  upon  the 
assets  of  the  taxpayer  without  regard  to  the 
10-day  requirement  (sec.  6331(a)).  Under 
this  second  method,  the  IRS  makes  notice 
and  demand  for  immediate  payment  either 
in  person  or  by  mail.  In  these  circum- 
stances, the  increase  in  the  penalty  occurs 
at  the  start  of  the  month  following  the 
month  in  which  notice  and  demand  is  made. 

The  House  bill  also  improves  the  coordi- 
nation of  the  penalty  for  failure  to  pay 
taxes  with  the  penalty  for  failure  to  file  a 
tax  return. 

The  increase  in  the  pienalty  for  failure  to 
pay  taxes  (as  well  as  the  repeal  of  the  spe- 
cial coordination  rule  of  section 
6651(c)(1)(B))  is  effective  for  amounts  as- 
sessed for  periods  after  December  31,  1985. 
regardless  of  when  the  failure  to  pay  began. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  effective  after  December  31, 
1986.  In  addition,  the  Senate  amendment  re- 
quires the  Treasury  Department  to  report 
to  the  Senate  Committee  on  Finance  and 
the  House  Committee  on  Ways  and  Means 
by  March  1.  1987.  with  specific  recommen- 
dations as  to  how  the  cost  of  collection 
charge  described  in  the  President's  tax 
reform  proposal  would  be  implemented. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  in  in- 
creasing the  failure  to  pay  penalty,  general- 
ly effective  for  periods  after  December  31. 
1986.  The  conference  agreement  does  not  in- 
clude the  provision  of  the  Senate  amend- 
ment requiring  a  report  on  the  cost  of  col- 
lection charge. 


'  Once  the  penalty  rate  in  effect  is  one  percent 
for  any  month  with  respect  to  a  particular  taxable 
year  and  type  of  tax.  the  one-percenl  rate  is  appli- 
cable to  any  penalty  for  failure  to  pay  taxes  for 
that  taxpayer  for  all  subsequent  months. 


.3.  NeKlJKence  and  Fraud  Penalties 

Present  Law 
Negligence 

Taxpayers  are  subject  to  a  penalty  if  any 
part  of  an  underpayment  of  tax  is  due  to 
negligence  or  intentional  disregard  of  rules 
or  regulations  (but  without  intent  to  de- 
fraud) (Code  sec.  6653(a)).  There  are  two 
components  to  this  penalty.  The  first  com- 
ponent is  5  percent  of  the  total  underpay- 
ment, where  any  portion  of  the  underpay- 
ment is  attributable  to  negligence  or  inten- 
tional disregard  of  rules  or  regulations. 
Thus,  if  a  taxpayer  has  underpaid  $1,000  in 
taxes  and  the  portion  due  to  negligence  is 
$200,  the  amount  of  the  penalty  is  $50  (5 
percent  of  $1,000).  The  second  component  is 
an  amount  equal  to  one-half  the  interest 
payable  on  the  portion  of  the  underpay- 
ment attributable  to  negligence  or  inten- 
tional disregard,  for  the  period  beginning  on 
the  last  day  prescribed  for  payment  of  the 
underpayment  (without  regard  to  any  ex- 
tension) and  ending  on  the  date  of  the  as- 
sessment of  the  tax  (or  the  date  of  payment 
of  the  tax,  if  that  date  is  earlier). 

Generally,  once  the  IRS  has  determined 
that  negligence  existed,  the  burden  is  on 
the  taxpayer  to  establish  that  the  IRS'  de- 
termination of  negligence  is  erroneous.  The 
taxpayer  must  meet  a  higher  standard  in 
the  case  of  interest  or  dividend  payments 
(sec.  6653(g)).  This  section  provides  that  if 
the  taxpayer  fails  to  include  in  income  an 
interest  or  dividend  payment  shown  on  an 
information  return,  the  portion  of  the  un- 
derpayment attributable  to  this  failure  is 
treated  as  due  to  negligence  in  the  absence 
of  clear  and  convincing  evidence  to  the  con- 
trary. The  effect  of  this  provision  is  that 
the  IRS  may  automatically  assert  the  negli- 
gence penalty  in  these  circumstances,  and 
the  taxpayer  must  present  clear  and  con- 
vincing evidence  that  no  negligence  was  in- 
volved in  order  to  avoid  the  penalty. 

The  negligence  penalty  applies  only  to  un- 
derpayments of   income  taxes,  gift   taxes, 
and  the  windfall  profits  tax. 
Fraud 

Taxpayers  are  also  subject  to  a  penalty  if 
any  part  of  an  underpayment  of  tax  is  due 
to  fraud  (sec.  6653(b)).  This  penalty  is  in 
lieu  of  the  negligence  penalty.  There  are 
two  components  to  the  fraud  penalty.  The 
first  component  is  50  percent  of  the  total 
underpayment,  where  any  portion  of  the 
underpayment  is  attributable  to  fraud. 
Thus,  if  a  taxpayer  has  underpaid  $1,000  in 
taxes  and  the  portion  due  to  fraud  is  $500. 
this  component  of  the  penalty  is  $500  (50 
percent  of  $1,000).  The  second  component  is 
an  amount  equal  to  one-half  the  interest 
payable  on  the  portion  of  the  underpay- 
ment attributable  to  fraud,  for  the  period 
beginning  on  the  last  day  prescribed  for 
payment  of  the  underpayment  (without 
regard  to  any  extension)  and  ending  on  the 
date  of  the  assessment  of  the  tax  (or  the 
date  of  payment  of  the  tax.  if  that  date  is 
earlier).  The  burden  of  proof  is  on  the  IRS 
to  establish  that  fraud  existed  (sec.  7454(a)) 
with  respect  to  an  item  on  the  taxpayer's 
return. 

House  Bill 
Negligence 

The  House  bill  expands  the  scope  of  the 
negligence  penalty  by  making  it  applicable 
to  all  taxes  under  the  Code.  The  bill  also 
generally  redrafts  the  negligence  penalty  to 
make  it  clearer  and  more  comprehensible. 
One  element  of  that  redrafting  involves  the 
provision  of  a  definition  of  negligence.  The 


bill  includes  within  the  scope  of  the  defini- 
tion of  negligence  both  any  failure  to  make 
a  reasonable  attempt  to  comply  with  the 
provisions  of  the  Code  as  well  as  any  care- 
less, reckless,  or  intentional  disregard  of 
rules  or  regulations.  The  bill  does  not.  how- 
ever, limit  the  definition  of  negligence  to 
these  items  only.  Thus,  all  behavior  that  is 
considered  negligent  under  present  law  will 
remain  within  the  scope  of  this  negligence 
penalty.  Also,  any  behavior  that  is  consid- 
ered negligent  by  the  courts  but  that  is  not 
specifically  included  within  this  definition  is 
also  subject  to  this  penalty. 

The  House  bill  also  expands  the  scope  of 
the  special  negligence  penalty  that  is  cur- 
rently applicable  to  failures  to  include  in 
income  interest  and  dividends  shown  on  an 
information  return.  The  bill  expands  this 
provision  so  that  it  is  applicable  to  failures 
to  show  properly  on  the  taxpayer's  tax 
return  any  amount  that  is  shown  on  any  in- 
formation return.  This  f>enalty  applies  to 
the  same  information  returns  that  are  sub- 
ject to  the  penalties  for  failure  to  provide 
information  returns.  Thus,  if  a  taxpayer 
fails  to  show  properly  on  the  taxpayer's  tax 
return  any  amount  that  is  shown  on  an  in- 
formation return,  the  taxpayer's  failure  is 
treated  as  negligence  in  the  absence  of  clear 
and  convincing  evidence  to  the  contrary. 

Fraud 

The  House  bill  modifies  the  fraud  penalty 
by  increasing  the  rate  of  the  penalty  but  at 
the  same  time  narrowing  its  scope.  First,  the 
bill  increases  the  rate  of  the  basic  fraud 
penalty  from  50  to  75  percent.  (The  time- 
sensitive  component  of  the  fraud  penalty  is 
not  altered.)  Second,  the  scope  of  the  fraud 
penalty  is  reduced  so  that  in  effect  it  applies 
only  to  the  amount  of  the  underpaym«>nt  at- 
tributable to  fraud  (this  is  essentially  the 
same  amount  to  which  the  present-law  time- 
sensitive  component  of  the  fraud  penalty 
applies).  The  bill  does  this  by  providing 
that,  once  the  IRS  has  established  that  any 
portion  of  an  underpayment  is  attributable 
to  fraud,  the  entire  underpayment  is  treated 
as  attributable  to  fraud,  except  to  the 
extent  that  the  taxpayer  establishes  that 
any  portion  of  the  underpayment  is  not  at- 
tributable to  fraud.  This  is  done  so  that, 
once  the  IRS  has  initially  established  that 
fraud  occurred,  the  taxpayer  then  bears  the 
burden  of  proof  to  establish  the  portion  of- 
the  underpayment  that  is  not  attributable 
to  fraud.  The  fraud  penalty  is  determined  at 
the  top  marginal  rate  applicable  to  the  tax- 
payer. 

These  modifications  to  the  fraud  penalty 
do  not  affect  the  statute  of  limitations  for 
false  or  fraudulent  returns  (sec.  6501(c)). 
Thus,  if  a  taxpayer  files  a  return  that  is  in 
some  respects  fraudulent,  the  statute  of  lim- 
itations with  respect  to  the  entire  return 
never  expires. 

Interaction  of  negligence  and  fraud  penal- 
ties 

If  an  underpayment  of  tax  is  partially  at- 
tributable to  negligence  and  partially  attrib- 
utable to  fraud,  the  negligence  penalty 
(which  generally  applies  to  the  entire  un- 
derpayment of  Ux)  does  not  apply  to  any 
portion  of  the  imderpayment  with  respect 
to  which  a  fraud  penalty  is  imposed. 

The  amendments  to  the  negligence  and 
fraud  penalties  are  applicable  to  returns  the 
due  date  of  which  (determined  without 
regard  to  extensions)  is  after  December  31, 
1985. 
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Senate  Amendment 

The  Senate  amendmenl  is  the  same  as  the 
House  bill.  In  addition,  the  Senate  amend- 
ment modifies  the  negligence  penally  by  in- 
creasing the  rate  of  the  penalty  but  at  the 
same  time  narrowing  its  scope.  First,  the  bill 
increases  the  rate  of  the  negligence  penalty 
from  5  to  10  percent.  (The  time-sensitive 
component  of  the  negligence  penalty  is  not 
altered.)  Second,  the  scope  of  the  negligence 
penalty  is  reduced  so  that  in  effect  it  applies 
only  to  the  amount  of  the  underpayment  at- 
tributable to  negligence  (this  is  the  same 
amount  to  which  the  present-law  time-sensi- 
tive component  of  the  negligence  penalty 
applies).  The  negligence  penalty  is  deter- 
mined at  the  top  marginal  rate  applicable  to 
the  taxpayer. 

The  amendments  to  the  negligence  and 
fraud  penalties  are  applicable  to  returns  the 
due  date  of  which  (determined  without 
regard  to  extensions)  is  after  December  31. 
1986. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  except  that  it  does  not 
increase  the  rate  of  the  negligence  penalty 
or  apply  it  only  to  the  portion  of  the  under- 
payment attrit>utable  to  negligence.  Instead. 
the  conference  agreement  maintains  the  5- 
percent  rate  of  present  law.  and  the  present- 
law  application  of  that  penalty  to  the  entire 
amount  of  the  underpayment,  not  just  to 
the  portion  of  the  underpayment  attributa- 
ble to  negligence." 

4.  Penalty  for  Substantial  Inderstatement  of  Tax 
Liability 

Present  Law 
If  a  taxpayer  substantially  understates 
income  tax  for  any  taxable  year,  the  tax- 
payer must  pay  an  addition  to  tax  equal  to 
10  percent  of  the  underpayment  of  tax  at- 
tributable to  the  understatement  (sec. 
6661).  An  understatement  is  substantial  if  it 
exceeds  the  greater  of  10  percent  of  the  tax 
required  to  \>e  shown  on  the  tax  return  or 
S5.000  ($10,000  in  the  case  of  most  corpora- 
tions). An  understatement  is  generally  the 
excess  of  the  amount  of  tax  required  to  be 
shown  on  a  tax  return  over  the  amount  of 
tax  actually  shown  on  the  tax  return.  The 
penalty  generally  does  not  apply  to  amounts 
with  respect  to  which  ( 1 )  there  was  substan- 
tial authority  for  the  taxpayer's  treatment 
of  the  amount,  or  (2)  the  taxpayer  discloses 
the  relevant  facts  with  respect  to  that 
amount  on  the  tax  return. 


House  Bill 


No  provision. 


Senate  Amendment 
The  Senate  amendment  increases  the  ad- 
dition to  tax  for  a  substantial  understate- 
ment of  tax  liability  from  10  percent  to  20 
percent  of  the  amount  of  the  underpayment 


» In  a  recent  case,  the  Sixth  Circuit  held  that  the 
negligence  penalty  should  be  applied  only  to  that 
portion  of  the  deficiency  attributable  to  (the  negli- 
gent action]."  (Asphalt  Products  Co.  r.  Commr.. 
Nos.  84  1841.  84  1882.  slip  op.  (6th  Cir  July  17. 
1986)).  The  conference  agreement  provides  thai  the 
negligence  penalty  applies  (once  one  element  of 
negligence  has  Ijeen  demonstrated)  to  the  entire 
underpayment,  not  just  to  the  portion  attributable 
to  negligence.  The  conference  agreement  is.  with 
respect  to  this  issue,  a  continuation  of  the  rule  of 
present  law.  which  also  provides  that  the  negli- 
gence penalty  applies  to  the  entire  underpayment, 
not  just  to  the  portion  attributable  to  negligence. 
The  conferees  note  that  this  case  both  inaccurately 
states  present  law  and  is  in  any  event  of  no  effect 
under  the  conference  agreement. 


of  tax*  attributable  to  the  understatement. 
The  increase  in  this  addition  to  tax  is  appli- 
cable to  returns  the  due  date  of  which  (de- 
termined without  regard  to  extensions)  is 
after  December  31.  1986. 

Conference  Agreement 
The   conference    agreement    follows    the 
Senate  amendment. 

B.  Interest  Priivisions 
I.  Differential  Interest  Rate 

Present  Law 
Taxpayers  must  pay  interest  to  the  Treas- 
ury on  underpayments  of  lax  (Code  sec. 
6601).  Interest  generally  accrues  from  the 
due  date  of  the  tax  return  (determined 
without  regard  to  extensions).  The  Treasury 
must  pay  interest  to  taxpayers  on  overpay- 
ments of  lax  (sec.  6611).  Both  the  rate  tax- 
payers pay  to  the  Treasury  and  the  rate  the 
Treasury  pays  to  taxpayers  are  the  same 
rate  (sec.  6621).  That  rate  is  determined 
semi-annually  for  the  6-month  periods 
ending  on  September  30  and  March  31.  The 
adjusted  rate  takes  effect  on  the  following 
January  1  (for  September  30  determina- 
tions) and  July  1  (for  March  31  determina- 
tions). The  rate  utilized  is  the  prime  rate 
quoted  by  large  commercial  banks  as  deter- 
mined by  the  Board  of  Governors  of  the 
Federal  Reserve  System. 

House  Bill 

The  House  bill  provides  that  the  interest 
rate  that  Treasury  pays  to  taxpayers  on 
overpayments  is  the  three-month  Treasury 
bill  rate  plus  2  percentage  points.  The  bill 
also  provides  that  the  interest  rate  that  tax- 
payers pay  to  the  Treasury  on  underpay- 
ments is  the  three-month  Treasury  bill  rate 
plus  3  percentage  points.  The  rates  are 
rounded  to  the  nearest  full  percentage. 

The  interest  rates  are  to  be  adjusted  quar- 
terly. The  rates  are  determined  during  the 
first  month  of  a  calendar  quarter,  and 
become  effective  for  the  following  calendar 
quarter.  Thus,  for  example,  the  rates  that 
are  determined  during  January  are  effective 
for  the  following  April  through  June.  This 
reduces  by  one  month  (from  three  months 
to  two)  the  lag  that  exists  in  present  law  be- 
tween the  determination  of  the  interest  rate 
and  the  date  it  becomes  effective. 

The  interest  rate  is  determined  by  the 
Secretary  based  on  the  average  market  yield 
on  outstanding  three-month  Treasury  bills. 
This  is  parallel  to  the  mechanism  for  deter- 
mining Federal  rales,  which  are  used  to  test 
the  adequacy  of  interest  in  certain  debt  in- 
struments issued  for  property  and  certain 
other  obligations  (see  sec.  1274(d)).  This 
provision  is  effective  for  purposes  of  deter- 
mining interest  for  periods  after  December 
31.  1985. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  the  interest  rate  is 
based  upon  the  Federal  short-term  rate. 
The  interest  rates  are  determined  by  the 
Secretary  based  on  the  average  market  yield 
on  outstanding  marketable  obligations  of 
the  United  States  with  remaining  periods  to 
maturity  of  three  years  or  less.  This  is  the 
mechanism  for  determining  short-term  Fed- 
eral rates,  which  are  used  to  test  the  ade- 
quacy of  interest  in  certain  debt  instru- 
ments issued  for  property  and  certain  other 
obligations  (see  sec.  1274(d)). 


Section  6601(f)  provides  that,  to  the 
extent  a  portion  of  tax  due  is  satisfied  by  a 
credit  of  an  overpayment,  no  interest  is  im- 
posed on  that  portion  of  the  tax.  Conse- 
quently, if  an  underpayment  of  $1,000 
occurs  in  year  1  and  an  overpayment  of 
$1,000  occurs  in  year  2.  no  interest  is  im- 
posed in  year  2  because  of  the  rule  of  sec- 
lion  6601(f).  The  IRS  can  at  present  net 
many  of  these  offsetting  overpayments  and 
underpayments.  Nevertheless,  the  IRS  will 
require  a  transition  period  during  which  to 
coordinate  differential  interest  rates  with 
the  requirements  of  section  6601(f).  The 
Senate  amendment,  therefore,  provides  that 
the  Secretary  of  the  Treasury  may  prescribe 
regulations  providing  for  netting  of  tax  un- 
derpayments and  overpayments  through 
the  period  ending  three  years  after  the  date 
of  enactment  of  the  bill.  By  that  date,  the 
IRS  should  have  implemented  the  most 
comprehensive  netting  procedures  that  are 
consistent  with  sound  administrative  prac- 
tice. 

This  provision  is  effective  for  purposes  of 
determining  interest  for  periods  after  De- 
cember 31,  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

2.  Interest  on  Accumulated  Earnings  Tax 

Present  Law 
The  accumulated  earnings  tax  (sec.  531)  is 
imposed  to  prevent  corporations  from  accu- 
mulating (rather  than  distributing)  income 
with  the  intent  of  reducing  or  avoiding 
taxes.  Interest  is  charged  only  from  the 
date  the  IRS  demands  payment  of  the  tax, 
rather  than  the  date  the  return  was  origi- 
nally due  to  be  filed.' 

House  Bill 
The  House  bill  provides  that  interest  is 
imposed  on  underpayments  of  the  accumu- 
lated earnings  tax  from  the  due  date  (with- 
out regard  to  extensions)  of  the  income  tax 
return  for  the  year  the  tax  is  initially  im- 
posed, effective  for  returns  that  are  due 
(without  regard  to  extensions)  after  Decem- 
ber 31,  1985. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  effective  for  returns  that  are  due 
(without  regard  to  extensions)  after  Decem- 
ber 31.  1986. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment,  ef- 
fective for  returns  that  are  due  (without 
regard  to  extensions)  after  December  31, 
1985. 

C  Information  Reporting  Provisions 
I.  Inforniation  Reporting  on  Real  Estate  Transac- 


tions 


Present  Law 


'  Examples  of  the  types  of  taxes  lo  which  this 
provision  applies  include  individual  income  taxes, 
corporate  income  taxes,  and  the  unrelated  business 
income  tax. 


Brokers  must,  when  required  by  Treasury 
regulations,  file  information  returns  on  the 
business  they  transact  for  customers  (sec, 
6045).  To  date,  the  IRS  has  issued  regula- 
tions requiring  reporting  only  of  gross  pro- 
ceeds of  sales  of  securities,  commodities, 
regulated  futures  contracts,  and  precious 
metals.  Reporting  on  real  estate  transac- 
tions is  not  currently  required  under  these 
regulations.  The  term  "broker"  is  broadly 
defined  as  any  person  who,  in  the  ordinary 
course  of  a  trade  or  business,  stands  ready 


See  Rev.  Rul.  72-324,  1972-1  C.B.  399. 
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to  effect  sales  to  be  made  by  others  (Treas. 
Reg.  sec.  1.6045-1). 

House  Bill 
The  House  bill  requires  that  real  estate 
transactions  be  reported.  The  reporting  is  to 
be  done  by  the  settlement  attorney  or  other 
stakeholder.  This  would  generally  be  the 
person  responsible  for  closing  the  transac- 
tion. Thus,  in  some  localities  the  stakehold- 
er could  include  either  a  title  insurance 
company  or  a  bank.  If  there  is  no  stakehold- 
er in  a  transaction,  the  reporting  is  to  be 
done  by  the  person  designated  in  Treasury 
regulations. 

The  provision  is  effective  for  real  estate 
transactions  occurring  on  or  after  January 
1.  1986. 

Senate  Amendment 
The  Senate  amendment  also  requires  that 
real  estate  transactions  be  reported.  The 
title  company  is  the  first  person  responsible 
to  do  the  information  reporting.  If  there  is 
no  title  company,  then  the  reporting  is  to  be 
done  by  the  mortgage  lender.  If  there  is  no 
mortgage  lender,  then  the  reporting  is  to  be 
done  by  the  settlement  attorney  or  other 
person  responsible  for  closing  the  transac- 
tion. If  there  is  no  settlement  attorney,  the 
reporting  is  to  be  done  by  the  seller's 
broker.  If  there  is  no  sellers  broker,  the  re- 
porting is  to  be  done  by  the  buyers  broker. 
If  there  is  no  buyer's  broker,  the  reporting 
is  to  be  done  in  accordance  with  regulations 
to  be  prescribed  by  the  Treasury. 

The  Senate  amendment  also  provides  that 
real  estate  transactions  will  be  subject  to 
backup  withholding  (sec.  3406)  only  to  the 
extent  required  by  Treasury  regulations. 
Treasury  is  to  provide  taxpayers  with  guid- 
ance as  to  how  backup  withholding  is  to  be 
implemented  with  respect  to  real  estate 
transactions.  The  provision  is  effective  for 
real  estate  transactions  with  respect  to 
which  closing  on  the  contract  occurs  on  or 
after  January  1,  1987. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment,  with 
modifications.  The  conference  agreement 
provides  that  the  primary  responsibility  for 
reporting  is  on  the  person  responsible  for 
closing  the  transaction,  including  any  title 
company  or  attorney  who  closes  the  trans- 
action. This  is  generally  the  person  conduct- 
ing the  settlement.  Treasury  may  issue  reg- 
ulations specifying  who  is  the  person  re- 
sponsible for  closing  the  transaction,  be- 
cause it  may  not  be  clear  which  of  several 
persons  is  the  one  responsible  for  closing 
the  transaction.  (These  regulations  need  not 
rely  upon  the  presence  or  absence  of  a  legal 
obligation  at  closing.)  Thus,  Treasury  may 
provide  uniform  rules  to  determine  which  of 
the  persons  involved  with  the  closing  is  the 
one  with  primary  responsibility  for  the  in- 
formation reporting. 

If  there  is  no  person  responsible  for  clos- 
ing the  transaction,  the  reporting  must  be 
done  by  the  mortgage  lender.  If  there  is  no 
mortgage  lender,  the  reporting  must  be 
done  by  the  seller's  broker.  If  there  is  no 
seller's  broker,  the  reporting  must  be  done 
by  the  buyer's  broker.  If  there  is  no  buyers 
broker,  the  reporting  is  to  be  done  in  ac- 
cordance with  regulations  to  be  prescribed 
by  the  Secretary. 

The  Secretary  Is  to  provide  guidance  to 
taxpayers  on  how  this  information  report- 
ing is  to  be  accomplished  well  before  the  ef- 
fective date  of  this  provision.  The  Secretary 
should  provide  guidance  as  to  what  real 
estate  tnmsactions  are  subject  to  informa- 
tion reporting.  The  Secretary  may  also  ex- 


clude from  information  reporting  certain 
types  of  real  estate  transactions  where  in- 
formation reporting  on  those  transactions 
would  not  be  useful.  Information  reporting 
is  not  required  on  refinancings  of  real 
estate,  unless  the  Secretary  otherwise  pro- 
vides. The  Secretary  should  also  provide 
guidance  as  to  the  gross  proceeds  required 
to  be  reported. 

The  conferees  anticipate  that  this  infor- 
mation reporting  will  be  done  on  a  Form 
1099.  similar  to  that  required  for  other 
transactions  effected  by  brokers.  The  con- 
ferees also  anticipate  that  the  rules  requir- 
ing that  information  returns  from  brokers 
he  filed  on  magnetic  media  (see  sec.  6011(e)) 
will  encompass  these  information  returns 
on  real  estate.  Thus,  all  the  information  re- 
turns required  to  be  filed  by  one  entity 
would  generally  be  filed  together  in  one 
magnetic  media  filing.  Because  the  provi- 
sion is  drafted  so  that  mandatory  reporting 
on  real  estate  transactions  is  done  under  the 
general  information  reporting  requirements 
relating  to  brokers  (sec.  6045  (a)  and  (b)),  all 
penalties  and  related  provisions  that  apply 
to  the  general  broker  reporting  require- 
ments also  apply  to  reporting  on  real  estate 
transactions. 

The  provision  is  effective  for  real  estate 
transactions  with  respect  to  which  closing 
on  the  contract  occurs  on  or  after  January 

1.  1987. 

2.  InformaHon   ReportinK  on  Persons  ReceivinK 

Ciintracts  from  Certain  federal  Agencies 
Present  Law 
There  is  no  provision  of  present  law  that 
requires  information  reporting  on  persons 
receiving  Federal  contracts. 
House  Bill 
The  House  bill  requires  the  head  of  each 
Federal  executive  agency  to  file  an  informa- 
tion return  indicating  the  name,  address, 
and  taxpayer  identification  number  (TIN) 
of    each    person    with    which    the    agency 
enters   into   a  contract.   The   Secretary   is 
given  the  authority  both  to  establish  mini- 
mum amounts  for  which  no  reporting  is  nec- 
essary as  well  as  to  extend  the  reporting  re- 
quiremenU  to  Federal  license  grantors  and 
subcontractors  of  Federal  contracts. 

This  provision  is  effective  on  January  1, 
1986.  Thus,  all  contracU  signed  on  or  after 
that  date  are  subject  to  information  report- 
ing. In  addition,  all  contracts  signed  prior  to 
that  date  are  subject  to  information  report- 
ing if  they  are  still  in  effect  on  that  date. 
Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  effective  January  1,  1987. 
Conference  Agreement 
The   conference   agreement    follows   the 
House  bill  and  the  Senate  amendment,  ef- 
fective January  1,  1987. 
3.  Information  Reporting  on  Royaltiea 
Present  Law 
A  number  of  provisions  of  the  Code  re- 
quire  that   payors   of   specified   payments 
report  those  payments  to  the  IRS  and  pro- 
vide a  copy  of  the  information  report  to  the 
taxpayer   receiving   the   payment.   Section 
6041  is  the  broadest  of  these  provisions;  this 
section  requires  information  reporting  on 
•rent,  salaries,  wages,  premiums,  annuities, 
compensations,  remunerations,  emoluments, 
or  other  fixed  or  determinable  gains,  prof- 
ite.  and  income."  The  Treasury  regulations 
for  this  section  specifically  require  informa- 
tion reporting  on  royalties. 

Information  reporting  under  section  6041 
applies  to  paymenU  totalling  $600  or  more 


during  the  taxable  year.  Other  information 
reporting  provisions,  such  as  those  for  inter- 
est (section  6049),  dividends  (section  6042), 
patronage  dividends  (section  6044),  and  un- 
employment compensation  (section  6050B). 
apply  to  payments  totalling  $10  or  more 
during  the  taxable  year. 

House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  includes  a  new 
provision  of  the  Code  that  requires  that  per- 
sons who  make  payments  of  royalties  aggre- 
gating $10  or  more  to  any  other  person  in  a 
calendar  year  must  provide  an  information 
report  on  the  royalty  payments  to  the  IRS. 
A  copy  of  this  information  report  must  be 
supplied  to  the  taxpayer.  If  a  person  makes 
payments  to  a  nominee,  the  nominee  must 
report  the  information  to  the  taxpayer  and 
to  the  IRS,  as  required  in  Treasury  forms  or 
regulations.  Examples  of  royalty  paymenU 
required  to  be  reported  under  this  provision 
include  royalty  payments  with  respect  to 
the  right  to  exploit  natural  resources,  such 
as  oil,  gas,  coal,  timber,  sand,  gravel,  and 
other  mineral  interests,  as  well  as  royalty 
payments  for  the  right  to  exploit  intangible^ 
property,  such  as  copyrights,  trade  names.' 
trademarks,  franchises,  books  and  other  lit- 
erary compositions,  musical  compositions, 
artistic  works,  secret  processes  or  formulas, 
and  patents. 

The  generally  applicable  rules  for  infor- 
mation returns  for  payments  of  interest  and 
dividends  apply  to  this  provision.  Thus,  the 
information  report  to  the  taxpayer  must  be 
provided  by  the  end  of  January  and  the 
report  to  the  IRS  must  be  provided  by  the 
end  of  February  of  the  year  following  the 
year  in  which  the  payments  were  made. 
Payors  filing  large  numbers  of  these  reports 
with  the  IRS  are  subject  to  the  general 
magnetic  media  filing  requirements  of  sec- 
tion 6011(e)(1).  If  the  payee  does  not  fur- 
nish the  payor  with  the  payee's  uxpayer 
identification  number  (for  individuals,  the 
social  security  number),  the  royalty  pay- 
ments generally  are  subject  to  backup  with- 
holding. 

This  provision  is  effective  for  royalty  pay- 
menU made  after  December  31,  1986. 
Conference  Agreement 
The   conference   agreement    follows    the 
Senate  amendment. 

4.  Taxpayer  Identification  Number*  (TINs)  Re- 
quired for  DependenU  Claimed  on  Tax  Re- 
turns 

Present  Law 
The  uxpayer  (and  the  Uxpayer  s  spouse, 
if  they  file  a  joint  return)  must  put  his  Ux- 
payer identification  number  (TIN)  on  his 
Ux  return.  There  is  no  requirement  that  a 
taxpayer  claiming  a  dependent  on  a  Ux 
return  report  the  TIN  of  that  dependent  on 
that  Ux  return.  A  Uxpayer's  TIN  is  gener- 
ally that  Uxpayer's  social  security  number. 
Some  Uxpayers  are  exempted  from  social 
security  self-employment  taxes  due  to  their 
religious  beliefs.  These  Uxpayers  do  not 
have  a  social  security  numl)er:  instead,  the 
IRS  administratively  assigns  them  a  taxpay- 
er identification  number. 

House  Bill 
No  provision. 

Senate  Amendment 

A  Uxpayer  claiming  a  dependent  who  is  at 

least  5  years  old  must  report  the  taxpayer 

identification  number  of  that  dependent  on 

that  tax  return.  This  provision  is  effective 
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for  returns  due  on  or  after  January  1.  1987 
(Without  regard  to  extensions). 

Conjerence  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  effective  for  returns 
due  on  or  after  January  1.  1988  (without 
regard  to  extensions).  The  conferees  have 
delayed  the  effective  date  for  one  year  so 
that  taxpayers  may  apply  for  and  receive 
TINs  for  their  dependents  who  do  not  have 
them  well  in  advance  of  the  due  date  of  the 
returns  on  which  the  TINs  must  be  provid- 
ed. In  addition,  this  delay  will  provide  suffi- 
cient time  for  the  IRS  and  the  Social  Secu- 
rity Administration  to  publicize  this  new  re- 
quirement extensively. 

The  penalty  for  failing  to  include  the  TIN 
of  a  dependent  (or  for  including  an  incor- 
rect TIN)  is  $5  per  TIN  per  return.  In  addi- 
tion, the  IRS  may  continue  its  current  prac- 
tice of  denying  any  deduction  for  a  depend- 
ent if  it  cannot  be  established  that  it  is 
proper  to  claim  that  dependent  on  the  tax 
return. 

The  conferees  note  that  certain  taxpay- 
ers, because  of  their  religious  beliefs,  are  ex- 
empted from  the  social  security  self-employ- 
ment taxes  (sec.  1402(g)).  The  conferees 
intend  that  these  taxpayers  and  their  de- 
pendents who  currently  acquire  their  TINs 
from  the  IRS  continue  to  be  permitted  to  do 
so.  It  is  the  intent  of  the  conferees  that 
these  taxpayers  continue  to  be  exempted 
from  the  general  requirement  of  obtaining  a 
social  security  number  from  the  Social  Se- 
curity Administration.  Others  of  these  lax- 
payers  obtain  their  TINs  under  special  pro- 
cedures with  the  Social  Security  Adminis- 
tration. The  conferees  intend  that  these 
procedures  continue  to  be  available  to  these 
taxpayers. 

Additionally,  the  IRS  may  continue  its 
current  administrative  practice  of  directly 
providing  TINs  for  nonresident  aliens. 
rather  than  requiring  that  nonresident 
aliens  obtain  their  TINs  from  the  Social  Se- 
curity Administration. 

5.  Tax-«xrnipl  Interest  Required  to  be  Shown  on 

Tax  Returns 

Present  Law 

There  is  no  requirement  that  all  taxpay- 
ers report  the  amount  of  tax-exempt  inter- 
est they  receive  on  their  tax  returns.  The  in- 
dividual income  tax  return  (Form  1040)  for 
1985  does,  however,  require  that  taxpayers 
with  taxable  social  security  benefits  report 
the  tax-exempt  interest  they  receive. 
House  Bill 

The  House  bill  requires  that  any  person 
required  to  make  a  return  of  income  under 
section  6012  include  on  that  return  the 
amount  of  tax-exempt  interest  received  or 
accrued  during  the  taxable  year.  The  provi- 
sion is  effective  for  taxable  years  beginning 
after  December  31.  1985. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill,  effective  for  taxable  years  begin- 
ning after  December  31.  1986. 

6.  Modification  of  Separate  .Mailing  Requirement 

for  Certain  Information  Reports 
Present  Law 
Payors  of  interest,  dividends,  and  patron- 
age dividends  are  required  to  report  to  the 
IRS  the  amounts  of  these  payments  that 
the  payors  make  (sees.  6042.  6044.  and  6049). 
Payors  are  required  to  provide  a  copy  of  this 
information  report  to  the  taxpayer  who  re- 
ceived the  payment.  These  information  re- 


ports must  be  made  on  the  official  IRS  form 
(Form  1099)  or  an  authorized  substitute. 
The  Code  requires  that  the  copy  of  the  in- 
formation report  supplied  to  the  taxpayer 
must  be  provided  either  in  person  or  in  a 
separate,  first-class  mailing.  Generally, 
nothing  other  than  the  information  report 
is  permitted  to  be  enclosed  in  the  envelope, 
House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  provides  that 
payors  of  interest,  dividends,  patronage  divi- 
dends, and  royalty  payments  must  provide 
copies  of  information  returns  to  the  taxpay- 
er either  in  person  (as  is  provided  under 
present  law)  or  in  a  statement  mailing  sent 
by  first-class  mail.  The  only  enclosures  that 
can  be  made  with  a  statement  mailing  are: 
(Da  check,  (2)  a  letter  explaining  w'hy  no 
check  is  enclosed  (such  as.  for  example,  be- 
cause a  dividend  has  not  been  declared  pay- 
able), or- (3)  a  statement  of  the  taxpayer's 
specific  account  with  the  payor  (such  as  a 
year  end  summary  of  the  taxpayer's  trans- 
actions with  the  payor).''  The  envelope  must 
state  on  the  outside  'Important  Tax  Return 
Document  Enclosed."  In  addition,  each  en- 
closure (i.e.  the  check,  the  letter,  or  the  ac- 
count statement)  must  state  "Important 
Tax  Return  Document  Enclosed.  "  A  mailing 
is  not  a  statement  mailing  if  it  encloses  any 
other  material  such  as  advertising,  promo- 
tional material,  or  a  quarterly  or  annual 
report. 

This  provision  is  effective  for  information 
returns  required  to  be  filed  after  December 
31.  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  except  that  the  provi- 
sion is  effective  for  information  returns 
with  respect  to  interest,  dividends,  and  pa- 
tronage dividends  filed  after  the  date  of  en- 
actment. IRS  regulations  permit  these  three 
types  of  information  returns  to  be  mailed 
prior  to  December  31  under  certain  condi- 
tions. Payors  satisfying  those  conditions  will 
be  able  to  take  advantage  of  this  liberalized 
enclosure  rule  for  those  three  types  of  infor- 
mation returns  that  are  mailed  after  the 
date  of  enactment. 

T.    Information    Reporting   on   State   and    Local 
Taxes 

Present  Law 

Individual  taxpayers  who  itemize  deduc- 
tions may  deduct  State  and  local  income, 
real  property,  personal  property,  and  gener- 
al sales  taxes.  There  is  no  provision  of 
present  law  that  requires  State  and  local 
governments  to  provide  information  reports 
to  the  IRS  and  the  taxpayer  on  payments  of 
State  and  local  income,  real  property,  and 
personal  property  taxes. 

House  Bill 

The  House  bill  requires  that  any  State  or 
local  government  that  imposes  an  income 
tax.  a  real  property  tax.  or  a  personal  prop- 
erty tax.  report  to  the  individual  who  paid 
those  taxes  and  to  the  IRS  the  amount  of 
those  taxes  paid  by  that  individual.  These 
information  reports  must  be  filed  in  accord- 
ance with  the  timetable  generally  applicable 
to  other  information  returns. 

The  provision  is  effective  on  January  1. 
1987.  Thus.  State  and  local  governments  will 
first  provide  information  returns  to  individ- 


ual taxpayers  by  the  end  of  January  1988, 
and  to  the  IRS  by  the  end  of  February  1988, 
on  taxes  that  were  paid  in  1987. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The  conference  agreement  does  not   in- 
clude the  provision  of  the  House  bill. 

I).  Tax  Shelters 
1.  Tax  Shelter  I  ser  Kee 

Present  Law 
The  cost  of  administering  the  tax  law  with 
respect  to  tax  shelters  is  paid  as  part  of  the 
overall  IRS  budget,  which  is  funded  from 
general  revenues.  This  cost  is  approximately 
$165  million  annually,  and  includes  audits, 
examination,  appeals,  litigation,  and  crimi- 
nal investigation.  No  specific  fee  is  imposed 
on  tax  shelters  or  tax  shelter-related  audits 
or  investigations  to  offset  this  cost. 


House  Bill 


No  provision. 


"  Thpse  are  in  addition  to  the  other  enclosures, 
such  as  other  information  report-s  or  tax  forms, 
that  the  IRS  currently  permits  to  be  enclo.sed. 


Senate  Amendment 

The  Senate  amendment  requires  taxpay- 
ers who,  with  respect  to  each  tax  shelter, 
claim  on  their  tax  returns  cumulative  net 
losses  (plus  three  times  the  value  of  cumula- 
tive tax  credits)  that  exceed  cumulative 
actual  cash  invested  in  the  tax  shelter  to 
pay  a  user  fee  of  1  percent  of  the  losses 
claimed  and  3  percent  of  the  credits  claimed 
with  respect  to  that  tax  shelter  (as  defined 
in  section  461(i)).  These  percentages  are  set 
at  a  level  that  will  raise  revenue  approxi- 
mately equal  to  the  estimated  IRS  cost  of 
administering  the  law  with  respect  to  tax 
shelters. 

The  provision  is  effective  for  returns  filed 
after  December  31,  1986. 

Conference  Agreement 
The  conference  agreement  does  not   in- 
clude the  provision  of  the  Senate  amend- 
ment. 

2.  Tax  Shelter  Registration 

Present  Law 
Tax  shelter  organizations  are  required  to 
register  with  the  IRS  tax  shelters  they  or- 
ganize, develop,  or  sell  (sec.  6111).  A  tax 
shelter  is  any  investment  for  which  the 
ratio  of  the  deductions  plus  200  percent  of 
the  credits  to  the  cash  actually  invested  is 
greater  than  2  to  1.  The  investment  also 
must  (1 )  be  subject  to  Federal  or  State  secu- 
rities requirements,  or  (2)  be  privately 
placed  with  5  or  more  investors  with  an  ag- 
gregate amount  that  may  be  offered  for  sale 
exceeding  $250,000. 

House  Bill 

No  provision. 

Senate  Amendment 

Tax  credits  are  multiplied  by  375  percent 
(instead  of  200  percent)  to  conform  the  tax 
shelter  ratio  computation  more  closely  to 
the  tax  rate  schedule  in  the  Senate  amend- 
ment. 

This  provision  is  effective  July  1,  1987 
(the  same  date  that  the  rate  changes  are  ef- 
fective). 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment,  modified  to  conform  to 
the  new  tax  rate  schedule  agreed  to  in  con- 
ference. The  provision  is  effective  for  tax 
shelters  in  which  interests  are  first  offered 
for  sale  after  December  31.  1986. 
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3.  Tax  Shelter  Penalties 

«.  Penalty  fur  failure  to  rexister  a  tax  shelter 

Present  Law 
Specified  tax  shelters  are  required  to  reg- 
ister with  the  IRS  and  obtain  a  tax  shelter 
identification  number  (see  previous  item). 
The  penalty  for  failure  to  register  a  tax 
shelter  with  the  IRS  is  $10,000  or.  if  less, 
one  percent  of  the  aggregate  amount  invest- 
ed in  the  tax  shelter  (but  in  no  event  less 
than  $500)  (sec.  6707(a)). 

House  Bill 
No  provision. 

Senate  Amendment 
The    Senate    amendment    increases    the 
level  of  this  penalty  to  the  greater  of  one 
percent  of  the  aggregate  amount  invested  in 
the  tax  shelter  or  $10,000.  This  provision  is 
effective  on  the  date  of  enactment. 
Conference  Agreement 
The    conference    agreement    deletes    the 
$10,000    maximum    for    the    penalty    from 
present  law.  effective  on  the  date  of  enact- 
ment. 

b.  Penalty  for  failure  to  report  the  tax  shelter 

identifiration  number 

Present  Law 
If  a  taxpayer  invests  in  a  tax  shelter  that 
has  a  tax  shelter  identification  number,  the 
taxpayer  js  required  to  include  that  number 
on  the  taxpayers  tax  return  (sec.  6707(b)). 
The  penalty  for  failure  to  do  so  is  $50, 
unless  the  failure  is  due  to  reasonable  cause. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  increases  the  pen- 
alty for  failure  to  report  a  tax  shelter  iden- 
tification number  on  a  tax  return  from  $50 
to  $250.  The  present-law  exception  from  the 
penalty  where  the  failure  to  report  the 
number  is  due  to  reasonable  cause  remains 
unchanged.  The  provision  is  effective  for 
tax  returns  filed  after  the  date  of  enact- 
ment. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

c.  Penalty  for  failure  to  maintain  lists  of  tax  shel- 

ter investors 

Present  Law 

Organizers  and  sellers  of  specified  tax 
shelters  are  required  to  maintain  lists  of  in- 
vestors (sec.  6112).  The  penalty  for  failure 
to  do  so  is  $50  for  each  name  missing  from 
the  list,  unless  the  failure  is  due  to  reasona- 
ble cause,  up  to  a  maximum  of  $50,000  per 
year  (sec.  6708). 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  increases  the  pen- 
alty for  failure  to  maintain  lists  of  tax  shel- 
ter investors  from  $50  to  $100  per  name 
omitted.  The  Senate  amendment  also  in- 
creases the  maximum  penalty  that  can  be 
imposed  in  any  calendar  year  from  $50,000 
to  $100,000.  The  increase  in  this  penalty  is 
effective  on  the  date  of  enactment. 
Conference  Agreement 

The  conference  agreement  raises  the  max- 
imum penalty  to  $100,000.  effective  for  fail- 
ures occurring  or  continuing  after  the  date 
of  enactment.  The  conference  agreement 
does  not  raise  the  penalty  of  $50  per  name 
omitted. 


I.  Tax  Shelter  Interest 

Present  Law 

Taxpayers  who  underpay  their  taxes  must 
pay  interest.  If  the  interest  is  attributable 
to  an  underpayment  of  tax  of  more  than 
$1,000  that  is  attributable  to  a  tax-motivat- 
ed transaction  (such  as  a  tax  shelter),  inter- 
est is  computed  at  120  percent  of  the  gener- 
ally applicable  interest  rate. 
House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  increases  the  rate 
of  interest  computed  with  respect  to  under- 
payments of  tax  attributable  to  tax-motivat- 
ed transactions  from  120  percent  to  200  per- 
cent 6f  the  generally  applicable  interest 
rate.  The  provision  is  effective  for  interest 
accruing  after  December  31,  1986. 
Conference  Agreement 

The  conference  agreement  does  not  in- 
clude the  provision  of  the  Senate  amend- 
ment increasing  the  rate  of  interest  on  tax- 
motivated  transactions.  The  conference 
agreement  instead  makes  a  technical  correc- 
tion to  the  present-law  provision  that  in- 
creases the  rale  of  interest  for  tax-motivat- 
ed transactions. 

The  Tax  Court  has  recently  held  (DeMar- 
tino  V.  Commr..  T.  C.  Memo  1986-263  (June 
30.  1986);  Forseth  v.  Commr..  T.  C.  Memo 
1985-279  (June  11.  1985))  that  .sham  transac- 
tions that  would  be  subject  to  this  special 
interest  rate  were  they  not  shams  are  not 
subject  to  this  special  interest  rate  becau.se 
they  are  shams.  The  conferees  view  it  as 
anomalous  that  a  genuine  transaction  (lack- 
ing the  proper  profit  motive)  would  be  sub- 
ject to  a  higher  interest  rate,  while  a  sham 
transaction,  which  is  significantly  more  abu- 
sive, would  escape  the  higher  interest  rate 
simply  because  it  is  a  sham.  Accordingly, 
the  conference  agreement,  consistent  with 
the  legislative  intent  in  originally  enacting 
section  6621(d)  in  1984.  explicitly  adds  sham 
or  fraudulent  transactions  to  the  list  of 
transactions  subject  to  this  higher  interest 
rate.  The  intent  of  the  conferees  is  to  re- 
verse the  holding  of  these  Tax  Court  cases 
on  this  issue. 

This  clarification  of  present  law  applies  to 
interest  accruing  after  December  31.  1984. 
which  is  the  date  this  higher  interest  rate 
took  effect.  This  clarification  does  not 
apply,  however,  to  any  underpayment  with 
respect  to  which  there  was  a  final  court  de- 
cision (either  through  exhausting  all  ap- 
peals rights  or  the  lapsing  of  the  time 
period  within  which  an  appeal  must  be  pur- 
sued) before  the  date  of  enactment  of  this 
Act. 

E.  Estimated  Tax  Payments 
1.  Individuals 

Present  Law 
Individuals  owing  income  tax  who  do  not 
make  estimated  tax  payments  are  generally 
subject  to  a  penalty  (Code  sec.  6654).  In 
order  to  avoid  the  penalty,  individuals  must 
make  quarterly  estimated  tax  payments 
that  equal  at  least  the  lesser  of  100  percent 
of  last  years  tax  liability  or  80  percent  of 
the  current  year's  tax  liability.  Amounts 
withheld  from  wages  are  considered  to  be 
estimated  tax  payments. 

House  Bill 
The  House  bill  increases  from  80  percent 
to  90  percent  the  proportion  of  the  current 
year's  tax  liability  that  taxpayers  must 
make  as  estimated  tax  payments  in  order  to 
avoid  the  estimated  tax  penalty.  The  alter- 
nate test  of  100  percent  of  the  preceding 


year's  liability  remains  unchanged.  This 
provision  is  effective  with  respect  to  taxable 
years  beginning  after  December  31.  1985. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  effective  with  respect  to  taxable 
years  beginning  after  December  31.  1986. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment,  ef- 
fective with  respect  to  taxable  years  begin- 
ning after  December  31.  1986.  Thus,  the  es- 
timated tax  payment  due  January  15.  1987. 
which  is  the  final  payment  for  taxable  year 
1986.  is  unaffected  by  this  provision.  All 
subsequent  estimated  tax  payments  are. 
however,  subject  to  this  provision. 

2.  Certain  Tax-Exempt  OrKanizations 

Present  Law 

Private  foundations  must  pay  an  excise 
tax  on  their  net  investment  income.  Tax- 
exempt  organizations  are  subject  to  tax  on 
income  from  an  unrelated  business.  These 
taxes  are  paid  when  the  tax  returns  are 
filed. 

Corporations  are  required  to  make  quar- 
terly estimated  tax  payments  of  corporate 
income  taxes:  failure  to  do  so  is  subject  to  a 
penalty. 

House  Bill 

No  provision. 

Senate  Amendment 

Quarterly  estimated  payments  must  be 
made  of  the  excise  tax  on  net  investment 
income  of  private  foundations  and  of  the 
tax  on  unrelated  business  income  of  tax- 
exempt  organizations.  These  quarterly  esti- 
mated payments  must  be  made  under  the 
same  rules  that  apply  to  corporate  income 
taxes.  These  provisions  are  effective  for  tax- 
able years  beginning  after  December  31. 
1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

3.  Waiver  of  Estimated  Tax  Penalties 

Present  Law 

Under  present  law.  if  the  withholding  of 
income  taxes  from  wages  does  not  cover  an 
individual's  total  income  tax  liability,  the  in- 
dividual, in  general,  is  required  to  make  esti- 
mated tax  payments.  Also,  corporations  are 
normally  required  to  make  quarterly  esti- 
mated tax  payments.  An  underpayment  of 
an  estimated  tax  installment  will,  unless 
certain  exceptions  are  applicable,  result  in 
the  imposition  of  an  addition  to  tax  on  the 
amount  of  underpayment  for  the  period  of 
underpayment. 

House  Bill 

No  provision. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  makes  several 
changes  that  increase  tax  liabilities  from 
the  beginning  of  1986.  Consequently,  the 
conference  agreement  allows  individual  tax- 
payers until  April  15.  1987.  and  corporations 
until  March  15.  1987  (the  final  filing  dates 
for  calendar  year  returns)  to  pay  their  full 
1986  income  tax  liabilities  without  incurring 
any  additions  to  tax  on  account  of  under- 
payments of  estimated  tax  to  the  extent 
that  the  underpayments  are  attributable  to 
changes  in  the  law  made  by  the  conference 
agreement. 
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¥.  Tax  l.iliKalion  and  Tax  Court 
I.  Awardx  of  Altornry's  Fees  in  Tax  Caxex 

Present  Law 
The  Civil  Rights  Attorney's  Fees  Awards  Act 
of  1976 

The  Civil  Rights  Attorney's  Pees  Awards 
Act  of  1976  (42  U.S.C.  sec.  1988)  provides,  in 
part,  that  in  any  civil  action  or  proceeding 
brought  by  or  on  behalf  of  the  United 
States  to  enforce,  or  charging  a  violation  of. 
a  provision  of  the  Internal  Revenue  Code, 
the  court  in  its  discretion  may  allow  the 
prevailing  party,  other  than  the  United 
States,  reasonable  attorney's  fees  as  a  part 
of  the  costs.  This  provision  is  limited  to  ac- 
tions brought  by  or  on  behalf  of  the  Federal 
Government  (that  is.  to  cases  in  which  the 
taxpayer  is  the  defendant).  Most  civil  tax 
litigation  is  initiated  by  the  taxpayer  who 
brings  suit  against  the  Government.  In  the 
United  States  Tax  Court,  the  taxpayer  is 
the  petitioner  in  a  deficiency  proceeding.  In 
the  Federal  district  courts  and  the  U.S. 
Claims  Court,  the  taxpayer  is  the  plaintiff 
suing  the  Government  for  a  refund. 
The  Equal  Access  to  Justice  Act 

In  1980.  as  part  of  Public  Law  96-481.  Con- 
gress enacted  the  Equal  Access  to  Justice 
Act  (28  U.S.C.  sec.  2412)  which,  in  part,  au- 
thorizes awards  to  a  prevailing  party,  other 
than  the  United  Stales,  of  attorney's  fees 
and  other  expenses,  unless  the  court  finds 
that  the  position  of  the  United  States  was 
sul>stantially  justified  or  that  special  cir- 
cumstances make  an  award  unjust.  This 
provision  applies,  specifically,  to  cases  in 
Federal  district  courts  and  the  United 
States  Claims  Court.  However,  the  provision 
is  not  applicable  to  cases  in  the  United 
States  Tax  Court.' 

The  provision  became  effective  on  Octo- 
ber 1.  1981.  The  provision  repealed  the  ap- 
plicability of  the  Civil  Rights  Attorney's 
Fees  Awards  Act  of  1976  to  tax  litigation. 

Under  the  Equal  Access  to  Justice  Act. 
fees  and  other  expenses  that  may  be  award- 
ed to  a  prevailing  party  include  the  reasona- 
ble expenses  of  expert  witnesses,  the  reason- 
able cost  of  any  study,  analysis,  engineering 
report,  test,  or  project  which  is  found  by  the 
court  to  be  necessary  for  the  preparation  of 
the  party's  case,  and  reasonable  attorney's 
fees.  In  general,  no  expert  witness  may  be 
compensated  at  a  rale  that  exceeds  the 
highest  rate  of  compensation  for  expert  wit- 
nesses paid  by  the  United  Slates.  Attorney's 
fees  in  excess  of  $75  per  hour  may  not  be 
awarded  unless  the  court  determines  that  a 
higher  fee  is  justified. 
Code  section  7430 

In  general.  Code  section  7430  authorizes 
the  award  of  reasonable  litigation  costs,  in- 
cluding attorney's  fees  and  court  costs,  to  a 
taxpayer  who  prevails  in  a  lax  case  in  any 
Federal  court.  Such  costs  may  be  awarded 
whether  the  action  was  brought  by  or 
against  the  taxpayer.  No  award  may  be 
made  to  the  Government  if  the  taxpayer 
does  not  prevail,  or  to  any  creditor  of  a  pre- 
vailing taxpayer. 

Section  7430  is  the  exclusive  provision  for 
awards  of  litigation  costs  in  any  action  or 
pr<x:eeding  to  which  it  applies. 

The  amount  that  may.  be  awarded  for  liti- 
gation costs  in  a  particular  proceeding  (such 


'  This  IS  because  the  Equal  Acces.s  to  Justice  Act 
is  contained  in  Title  28  of  the  United  Slates  Code, 
which  deals  with  courts  created  under  Article  III  of 
the  United  Slates  Constitution.  The  United  States 
Tax  Court  was  established  under  Article  1  of  the 
United  States  Constitution. 


as  a  Tax  Court  case)  may  not  exceed 
$25,000.  This  limitation  applies  regardless  of 
the  number  of  parties  to  the  proceeding  or 
the  number  of  tax  years  at  issue. 

Section  7430  authorizes  an  award  of  rea- 
sonable litigation  costs  only  if  the  taxpayer 
establishes  that  the  position  of  the  Govern- 
ment in  the  case  was  unreasonable  and  the 
taxpayer  has  substantially  prevailed  with 
respect  to  the  amount  in  controversy  or  the 
most  significant  issue  or  set  of  issues  pre- 
sented. The  determination  by  the  court  on 
this  issue  is  made  on  the  basis  of  the  facts 
and  legal  precedents  relating  to  the  case  as 
revealed  in  the  record. 

No  award  may  be  made  unless  the  court 
determines  that  the  taxpayer  had  exhaust- 
ed all  administrative  remedies  available 
within  the  Internal  Revenue  Service. 

Section  7430.  which  was  enacted  in  the 
Tax  Equity  and  Fiscal  Responsibility  Act  of 
1982,  became  effective  for  cases  begun  after 
February  28.  1983.  Under  present  law.  the 
provision  does  not  apply  lo  any  proceeding 
commenced  after  December  31.  1985. 
Damages  assessable  for  instituting  proceed- 
ings be/ore  the  Tax  Court  merely  for 
delay 

Under  present  law,  if  it  appears  lo  the 
Tax  Court  that  proceedings  before  it  have 
been  instituted  or  maintained  by  a  taxpayer 
primarily  for  delay,  or  that  the  taxpayer's 
position  in  the  proceedings  is  frivolous  or 
groundless,  then  the  court  may  award  dam- 
ages lo  the  United  States.  Such  damages 
may  not  exceed  $5,000  (sec.  6673). 
House  Bill 

The  House  bill  provides  for  a  4-year  exten- 
sion of  the  authority  lo  award  rea.sonable 
litigation  costs,  including  attorney's  fees, 
under  section  7430.  Thus,  that  section  ap- 
plies to  any  proceeding  commenced  on  or 
before  December  31.  1989.  Also,  the  bill  pro- 
vides that  such  awards  in  Tax  Court  cases 
are  payable  in  the  same  manner  as  an  award 
in  a  case  before  a  district  court. 

Further,  the  House  bill  requires  the  Secre- 
tary of  the  Treasury  lo  submit  a  report 
within  90  days  after  the  close  of  each  calen- 
dar year  beginning  after  1985  and  before 
1990  lo  the  Committee  on  Ways  and  Means 
of  the  House  of  Representatives  and  the 
Committee  on  Finance  of  the  Senate.  This 
report  is  to  include  (1)  the  number  of 
awards  made  under  Code  section  7430 
during  such  calendar  year.  (2)  the  number 
of  proceedings  in  which  claims  for  such 
awards  were  made  by  substantially  prevail- 
ing parties  during  such  calendar  year,  and 
(3)  the  aggregate  amount  payable  by  the 
United  States  pursuant  lo  the  awards  so 
made  during  such  calendar  year. 

The  House  bill  also  gives  discretion  to  the 
court  in  lax  cases  lo  assess  all  or  a  portion 
of  any  award  under  .section  7430  against  the 
IRS  employee  if  the  court  determines  that 
the  proceeding  resulted  from  any  arbitrary 
or  capricious  act  of  the  employee. 

This  provision  applies  lo  proceedings  com- 
menced after  December  31.  1985.  and  on  or 
before  December  31.  1989. 

Senate  Amendment 

The  Senate  amendment  modifies  section 
7430  to  conform  it  more  closely  lo  the  Equal 
Access  to  Justice  Act.  Consequently,  under 
the  Senate  amendment  the  burden  of  proof 
is  on  the  Government  lo  prove  that  its  posi- 
tion was  substantially  justified  or  that  spe- 
cial circumstances  exist  that  make  an  award 
of  attorney's  fees  and  court  costs  unjust. 
(Unless  the  Government  proves  this,  attor- 
ney's fees  may  be  awarded.)  This  burden  of 
proof  and  standard  for  awards  replaces  the 


rules  under  section  7430  that  require  the 
taxpayer  to  prove  that  the  Government's 
position  was  unreasonable  before  the  tax- 
payer may  be  awarded  attorney's  fees.  Fur- 
thermore, under  the  Senate  amendment, 
the  ■substantially  justified"  standard  is  ap- 
plicable to  preliligation  actions  or  inaction 
of  Government  agents  as  well  as  the  litiga- 
tion position  of  the  Government. 

The  Senate  amendment  does  not  modify 
the  present-law  requirement  that,  in  order 
to  be  eligible  lo  be  awarded  attorney's  fees, 
the  taxpayer  must  either  substantially  pre- 
vail with  respect  lo  the  amount  in  contro- 
versy or  substantially  prevail  with  respect  to 
the  most  significant  issue  or  set  of  issues 
presented.  The  Senate  amendment  also  does 
not  modify  the  present-law  provision  that 
only  the  taxpayer  (and  not  the  Govern- 
ment) may  be  awarded  attorney's  fees. 

The  Senate  amendment  eliminates  the 
$25,000  cap  on  the  award  of  attorney's  fees 
and  substitutes  a  $75  an  hour  limitation  on 
attorney's  fees,  unless  the  court  determines 
that  a  higher  rate  is  justified.  To  make  this 
determination,  the  court  may  look  to  an  in- 
crease in  the  cost  of  living  or  a  special 
factor,  such  as  the  limited  availability  of 
qualified  attorneys  to  deal  with  the  particu- 
lar issues  involved  in  the  case.  As  under 
prior  law.  only  reasonable  litigation  costs 
are  recoverable  by  the  taxpayer.  Unlike 
prior  law.  however,  prevailing  market  rates 
are  applied  lo  determine  what  are  reasona- 
ble expen.ses  of  expert  witnesses  and  reason- 
able costs  of  any  study,  analysis,  or  other 
project  necessary  lo  the  preparation  of  the 
taxpayer's  case.  In  no  event  may  expert  wit- 
nesses be  compensated  at  a  rate  in  excess  of 
the  highest  rate  of  compensation  for  expert 
witnesses  paid  by  the  United  States. 

The  Senate  amendment  also  denies  any 
award  to  a  prevailing  party  who  unreason- 
ably protracts  the  proceedings.  Although 
this  requirement  is  part  of  the  Equal  Access 
to  Justice  Act.  it  has  not  previously  applied 
to  Tax  Court  cases. 

This  provision  applies  lo  proceedings  com- 
menced after  December  31.  1985.  with  no 
sun.set  date.  However,  payments  may  not  be 
made  as  a  result  of  this  provision  before  Oc- 
tober 1.  1986. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment,  except  as  to 
the  burden  of  proof.  Thus,  the  conference 
agreement  provides  that  the  taxpayer  (as 
opposed  lo  the  Government)  must  carry  the 
burden  of  proving  that  the  Government's 
action  was  not  substantially  justified.  The 
conference  agreement  also  provides  that  the 
net  worth  limitations  of  the  Equal  Access  lo 
Justice  Act  are  made  applicable  in  tax  cases. 
In  addition  lo  providing  for  attorney's  fees 
with  respect  lo  litigation  expenses,  the  con- 
ference agreement  also  provides  that  attor- 
ney's fees  may  be  awarded  with  respect  lo 
the  administrative  action  or  inaction  by  the 
District  Counsel  of  the  IRS  (and  all  subse- 
quent administrative  action  or  inaction) 
upon  which  the  proceeding  is  based. 

This  provision  applies  to  actions  com- 
menced after  December  31,  1985.  If  a  case 
was  commenced  after  that  date  and  was  fi- 
nally disposed  of  before  the  date  of  enact- 
ment, the  conference  agreement  provides 
that  such  taxpayers  may  request  attorney's 
fees  with  respect  to  those  cases  during  the 
30-day  period  immediately  following  the 
date  of  enactment.  Awards  of  attorney's 
fees  in  cases  commenced  before  January  1, 
1986,  will  continue  to  be  governed  by  Code 
section  7430,  as  in  effect  before  that  date. 
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The  conference  agreement  also  provides 
that  awards  of  attorney's  fees  in  Tax  Court 
cases  are  payable  in  the  same  manner  as  an 
award  in  a  case  before  a  district  court,  effec- 
tive for  actions  or  proceedings  commenced 
after  February  28,  1983. 

2.  Kxhaustion  (if  Administrative  Krmedies 

Present  Law 

Under  present  law.  taxpayers  who  are  dis- 
satisfied with  proposed  adjustments  to  their 
tax  returns  by  the  Examination  personnel 
of  the  IRS  can  take  their  caise  immediately 
to  the  United  States  Tax  Court  rather  than 
appeal  administratively  within  the  IRS. 
House  Bill 

The  Tax  Court  is  authorized  to  impose  a 
penalty  equal  to  $120  (twice  the  current 
filing  fee)  if  it  determines  the  taxpayer  did 
not  use  reasonable  efforts  in  good  faith  in 
attempting  to  resolve  the  case  administra- 
tively. The  taxpayer  is  considered  to  have 
met  the  requirements  of  this  provision  (and 
therefore  not  be  subject  to  this  penalty)  in 
the  following  situations:  he  is  only  challeng- 
ing an  existing  regulation  or  ruling  (or  a 
similar  matter  with  respect  to  which  Ap- 
peals has  no  authority  to  negotiate);  he  has 
attended  one  first  level  Appeals  meeting;  he 
cannot  attend  a  first  level  Appeals  meeting 
because  it  would  be  unduly  burdensome;  the 
IRS  has  waived  the  Appeals  meeting;  or  the 
case  has  been  in  Appeals  for  six  months 
with  no  action.  This  new  provision  does  not 
make  exhaustion  of  administrative  remedies 
a  jurisdictional  prerequisite  to  Tax  Court 
review.  This  penalty  is  in  addition  to  the 
original  filing  fee  of  the  Tax  Court.  Exhaus- 
tion for  purposes  of  this  provision  is  not 
considered  to  be  exhaustion  for  purposes  of 
section  7430(b)(2)  (relating  to  attorney's 
fees). 

The  exhaustion  of  administrative   reme- 
dies penalty  applies  to  cases  filed  with  the 
Tax  Court  on  or  after  January  1.  1987. 
Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  does  not  in- 
clude the  provision  of  the  House  bill.  In- 
stead, the  conference  agreement  provides 
that  failure  by  a  taxpayer  to  exhaust  ad- 
ministrative remedies  is  an  additional  basis 
that  the  Tax  Court  may  consider  in  impos- 
ing the  section  6673  penalty  for  dilatory  or 
frivolous  proceedings  in  the  Tax  Court. 

3.  Report  on  Tax  Court  Inventory 

Present  Law 
No   provision   requires  an  annual   report 
from  the  Tax  Court  and  the  IRS  on  the  Tax 
Court  inventory. 

House  Bill 
The  House  bill  requires  an  annual  report 
from  the  IRS  and  the  Tax  Court  indicating 
the  actions  taken  to  deal  with  the  Tax 
Court  inventory  by  closing  cases  more  effi- 
ciently. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill,  except  that  the  reports  are  due 
every  two  years,  beginning  with  1987. 

4.  Tax  Court  Provisions 

a.  Tax  Court  practice  fee 

Present  Law 

The  Tax  Court  imposes  a  $25  application 
fee  prior  to  admission  to  practice  before  the 
Court  (Tax  Court  Rule  200).  No  fee  is  im- 
posed after  the  application  fee  has  been 
paid. 


The  Tax  Court  rules  authorize  the  Court 
to  initiate  disciplinary  proceedings  against 
practitioners  who  appear  before  it  (Tax 
Court  Rule  202).  The  Court  is  authorized  to 
appoint  independent  counsel  to  pursue  disci- 
plinary matters. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  authorizes  the 
Tax  Court  to  impose  a  periodic  registration 
fee  on  practitioners  admitted  to  practice 
before  it.  The  Tax  Court  is  to  establish  the 
level  of  the  fee  and  the  frequency  of  its  col- 
lection, but  the  fee  may  not  exceed  $30  per 
year.  The.se  funds  are  available  to  the  Tax 
Court  to  pay  independent  counsel  engaged 
by  the  Court  to  pursue  disciplinary  matters. 
This  provision  is  effective  January  1.  1987. 

Conference  Agreement 
The    conference    agreement    follows    the 
Senate  amendment. 

b.  Clarincation  of  jurisdiction  over  penalty  for 
failure  to  pav  tax 

Present  Law 
The  Tax  Court  has  held  that  it  does  not 
have  jurisdiction  over  the  addition  to  tax 
for  failure  to  pay  the  amount  of  tax  shown 
on  the  taxpayer's  return,  even  though  it  has 
jurisdiction  to  redetermine  a  deficiency  in 
tax  with  respect  to  that  return  iEst.  of 
Young  r.  Commr.  81  T.C.  879  (1983)). 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  provides  that  the 
Tax  Court  has  jurisdiction  over  this  addi- 
tion to  tax  for  failure  to  pay  an  amount 
shown  on  the  return  where  the  Tax  Court 
already  has  jurisdiction  to  redetermine  a  de- 
ficiency in  tax  with  respect  to  that  return. 

Aside  from  resolving  this  jurisdictional 
issue,  the  provision  does  not  alter  the  juris- 
diction of  the  Tax  Court.  The  provision  is 
not  intended  to  change  existing  law  insofar 
as  (1)  the  section  6651(a)(1)  late  filing  addi- 
tion to  tax.  or  (2)  the  procedure  for  assess- 
ing additions  to  tax  under  section  6662(b)  is 
concerned. 

This  provision  is  effective  for  any  action 
or  proceeding  before  the  Tax  Court  which 
has  not  become  final  before  the  date  of  en- 
actment. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

c.  r.S.  Marshals 

Present  Law 

United  States  Marshals  provide  courtroom 
security,  among  other  duties.  It  is  not  clear 
that  the  Tax  Court  has  the  authority  to  re- 
quest the  assistance  of  U.S.  Marshals,  be- 
cause the  Tax  Court  is  an  Article  I  (rather 
than  Article  III)  court. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  requires  that  the 
U.S.  Marshal  for  any  district  in  which  the 
Tax  Court  is  sitting  must  attend  any  session 
of  the  Tax  Court,  when  requested  to  do  so 
by  the  Chief  Judge  of  the  Tax  Court.  This 
provision  is  effective  on  the  date  of  enact- 
ment. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 


d.  Sperial  Trial  Judic's 

Present  Law 

The  Chief  Judge  of  the  Tax  Court  is  au- 
thorized to  appoint  Special  Trial  Judges, 
who  assist  in  the  work  of  the  Court.  The 
Code  provides  that  their  salary  is  deter- 
mined by  the  procedures  relating  to  the 
Commission  on  Executive.  Legislative,  and 
Judicial  Salaries.  The  Executive  Order  im- 
plementing that  provision  fails  to  include 
Special  Trial  Judges. 

Prior  to  January  17.  1985.  Special  Trial 
Judges  were  entitled  to  reimbursement  for 
travel  expenses  on  the  same  basis  as  other 
Federal  judges.  On  that  date,  the  Comptrol- 
ler General  determined  that  they  were  enti- 
tled only,  to  reduced  reimbursement  pursu- 
ant to  the  Federal  Travel  Regulations. 
House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  consolidates  in 
one  new  section  of  the  Code  a  number  of 
the  provisions  relating  to  the  Special  Trial 
Judges.  The  Senate  amendment  also  speci- 
fies that  Special  Trial  Judges  are  to  be  paid 
90  percent  of  the  salary  paid  to  Tax  Court 
Judges,  and  that  Special  Trial  Judges  are  to 
be  reimbursed  for  travel  and  subsistence  ex- 
penses to  the  same  extent  as  are  Tax  Court 
Judges. 

Generally,  these  provisions  are  effective 
on  the  date  of  enactment.  The  provision  re- 
lating to  the  salary  of  Special  Trial  Judges 
is  effective  on  the  first  day  of  the  first 
month  beginning  after  the  date  of  enact- 
ment. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

e.  Kleclion  to  practice  law  after  retirement  and 

receive  retirement  pav 

Present  Law 

United  Slates  District  Court  judges  meet- 
ing age  and  longevity  of  tenure  require- 
ments may  resign,  engage  in  the  practice  of 
law.  and  continue  to  receive  retirement  pay. 
This  retirement  pay  is  not.  however,  adjust- 
ed to  reflect  changes  in  the  pay  of  active 
District  Court  judges. 

Retired  Tax  Court  judges  who  engage  in 
the  practice  of  Federal  tax  law  forfeit  all  re- 
tirement pay.  Forfeiture  also  occurs  if  a  re- 
tired Tax  Court  judge  accepts  another  Gov- 
ernment position,  whether  compensated  or 
not. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  permits  Tax 
Court  judges  meeting  specified  age  and 
tenure  requirements  to  elect  to  receive  full 
retired  pay  as  of  the  date  they  make  the 
election  (which  would  not  be  adjusted  to  re- 
flect changes  in  the  pay  of  active  Tax  Court 
judges)  and  not  be  subject  to  the  prohibi- 
tion on  practicing  tax  law.  The  Senate 
amendment  also  suspends  retired  pay  for 
the  period  of  time  during  which  a  retired 
Tax  Court  judge  holds  a  compensated  Gov- 
ernment position.  This  provision  generally 
is  effective  on  the  date  of  enactment. 
Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

f.  Appeals  from  interlocutory  orders 

Present  Law 
The  Second   Circuit    has   held   that   the 
United  States  Courts  of  Appeals  do  not  have 
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Jurisdiction   over   any    interlocutory    order 
issued    by    the    Tax    Court    iShapiro     v. 
Commr..  632  P.2d  170  (2d  Cir.  1980)). 
House  Bill 
No  provision. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The  conference  agreement  authorizes  an 
appeal  from  an  interlocutory  order  of  the 
Tax  Court  if  a  judge  of  the  Tax  Court  in- 
cludes in  an  interlocutory  order  a  statement 
that  a  controlling  question  of  law  is  in- 
volved, that  there  is  substantial  ground  for 
difference  of  opinion  regarding  the  question 
of  law.  and  that  an  immediate  appeal  from 
the  order  might  materially  advance  the  ulti- 
mate termination  of  the  litigation. 

The  Court  of  Appeals  is  given  discretion 
as  to  whether  or  not  to  permit  the  appeal. 
Neither  the  application  for  nor  the  granting 
of  an  appeal  stays  proceedings  in  the  Tax 
Court  unless  a  stay  is  ordered  by  either  the 
Tax  Court  or  the  Court  of  Appeals. 

This  provision  applies  to  any  order  of  the 
Tax  Court  entered  after  the  date  of  enact- 
ment. 

g.  Annuities  for  surviving  spou.ses  and  dependent 
children  of  Tax  Court  Judges 
Present  Law 
Tax  Court  Judges  may  elect  to  have  3  per- 
cent of  their  salary  deducted  to  fund  an  an- 
nuity for  their  surviving  spouses  and  de- 
pendent   children.    The   survivors    annuity 
provisions  relating  to  other  Federal  judges 
were  recently  updated  (Pub.  L.  99-335.  June 
6.  1986):  the  survivors  annuity  provisions  re- 
lating to  Tax  Court  Judges  were  not  updat- 
ed at  the  same  time. 

House  Bill 
No  provision. 

Senate  Amendment 
No  provision. 

Conference  Agreement 
The  conference  agreement  makes  the  sur- 
vivors annuity   provisions   relating   to  Tax 
Court  Judges  parallel  to  those  applicable  to 
other  Federal  judges.  This  provision  is  gen- 
erally effective  on  November  1.  1986. 
G.  Tax  Administration  Trust  Fund 
Present  Law 
The  Internal  Revenue  Service  is  responsi- 
ble for  administering  almost  all  of  the  tax 
laws.'  The  cost  of  the  entire  IRS  is  funded 
through  annual  appropriations  of  general 
revenues.  There  are  several  trust  funds  in 
the  Trust  Fund  Code  of  the  Internal  Reve- 
nue Code,  as  well  as  some  trust  funds  out- 
side the  Internal  Revenue  Code.  These  are 
generally  financed  from  earmarked  taxes. 
House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  establishes  a  Tax 
Administration  Trust  Fund  in  the  Trust 
Fund  Code  of  the  Internal  Revenue  Code. 
The  Trust  Fund  is  funded  by  appropriation 
of  ( 1 )  all  interest  paid  by  taxpayers  on  defi- 
ciencies and  (2)  penalties  (such  as.  for  exam- 
ple, for  fraud  and  negligence)  and  additions 
to  tax  received  under  the  Internal  Revenue 
Code.  Amounts  in  the  Trust  Fund  (subject 
to  specified  limitations)  may  be  utilized  by 
the  IRS  without  additional  appropriations 
legislation.  The  Trust  Fund  will  fund  a  level 


of  IRS  spending  approximately  equivalent 
to  current  spending  plus  a  sizeable  increase 
each  year.  The  increase  is  targeted  to  exam- 
ination, collection,  and  other  increased  com- 
pliance measures. 

The  Trust  Fund  is  effective  October  1. 
1986  (the  start  of  the  1987  fiscal  year).  It  ex- 
pires on  Septeml>er  30.  1991.  All  amounts  re- 
maining in  the  Trust  Fund  after  that  date 
revert  to  the  general  fund  of  the  Treasury. 

Conference  Agreement 
The  conference  agreement  does  not   in- 
clude the  provision  of  the  Senate  amend- 
ment. 


H.  Tax  .Administration  Provisions 


I.   Suspend   Statute   of  Limitations   DurinK   Pro- 
lonfced  Dispute  Over  Third-Party  Records 

Present  Law 
There  is  generally  a  three-year  statute  of 
limitations  on  tax  returns,  except  in  cases  of 
fraud,  failure  to  file,  or  a  sizeable  under- 
statement of  income  (sec.  6501).  The  statute 
continues  to  run  even  if  the  IRS  must 
obtain  records  held  by  third  parties.'  If  the 
IRS  must  litigate  to  obtain  access  to  the 
third-party  records,  the  statute  of  limita- 
tions can  expire  prior  to  final  determination 
as  to  the  availability  of  the  records. 

House  Sill 
No  provision. 

Senate  Amendment 

If  the  dispute  between  the  third-party  rec- 
ordkeeper  and  the  IRS  is  not  resolved 
within  six  months  after  the  IRS  issues  an 
administrative  summons,  the  statute  of  limi- 
tations is  suspended  until  the  issue  is  re- 
solved. The  issue  is  not  resolved  during  the 
pendency  of  any  action  to  compel  produc- 
tion of  the  documents.  Also,  the  issue  is  not 
resolved  during  the  pendency  of  any  action 
to  quash  the  summons.  The  third-party  rec- 
ordkeeper  is  also  required  to  provide  notice 
of  the  suspension  of  the  statute  of  limita- 
tions to  the  taxpayer  whose  records  are  the 
subject  of  the  dispute  if  the  summons  re- 
questing the  records  does  not  identify  the 
taxpayer  by  name.  Failure  by  the  third 
party  to  do  so  does  not  prevent  the  suspen- 
sion of  the  statute. 

Also,  as  is  the  case  under  present  law,  the 
statute  of  limitations  is  suspended  during 
the  period  when  a  taxpayer  intervenes  in  a 
dispute  between  the  IRS  and  a  third-party 
recordkeeper.  The  statute  is  suspended  from 
that  date  until  the  entire  dispute  is  re- 
solved. This  provision  is  effective  on  the 
date  of  enactment. 

Conference  Agreement 
The    conference    agreement    follows    the 
Senate  amendment. 

2.  Authority  to  Rescind  Statutory  Notice  of  Defi- 
ciency 

Present  Law 
Under  present  law.  once  the  IRS  has 
issued  a  statutory  notice  of  deficiency  (90- 
day  letter),  the  IRS  does  not  have  the  au- 
thority to  withdraw  the  letter.  The  statuto- 
ry notice  is  a  jurisdictional  prerequisite  to 
petitioning  the  Tax  Court  for  review  of  the 
IRS  determination:  the  notice  must  be 
issued  before  the  expiration  of  the  statute 
of  limitations.  Once  the  notice  has  been 
i.ssued.  only  a  Tax  Court  decision  can  alter 
its  effect. 


"The  Bureau  of  Alcohol.  Tobacco,  and  Firearms 
administers  the  alcohol,  tobacco,  and  firearms 
excise  taxes. 


'The  statute  is.  however,  suspended  if  the  tax- 
payer intervenes  in  the  dispute  between  the  IRS 
and  the  third-party  recordkeeper  (sec.  7609ie)). 


House  Bill 

Where  the  IRS  and  the  taxpayer  mutual- 
ly agree,  a  statutory  notice  of  deficiency 
may  be  rescinded.  Once  the  notice  has  been 
properly  rescinded,  it  is  treated  as  if  it  never 
existed.  Therefore,  limitations  regarding 
credits,  refunds,  and  assessments  relating  to 
the  rescinded  notice  are  void  and  the  parties 
are  returned  to  the  rights  and  obligations 
existing  prior  to  the  issuance  of  the  with- 
drawn notice.  Also,  the  IRS  may  issue  a 
later  notice  for  a  deficiency  greater  or  less 
than  the  amount  in  the  rescinded  notice. 

Under  Code  section  7805,  the  Secretary 
has  the  authority  to  establish  by  regulation 
the  procedures  necessary  to  implement  the 
withdrawal  of  notice  provision  to  assure 
that  the  taxpayer  has  consented  to  the 
withdrawal  of  the  statutory  notice.  The  reg- 
ulations should  also  clarify  the  effect  of  re- 
scission on  other  provisions  of  the  Code. 

This  provision  is  effective  for  statutory 
notices  of  deficiency  issued  on  or  after  Jan- 
uary 1,  1986. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill,  effective  for  statutory  notices  of 
deficiency  issued  on  or  after  the  date  of  en- 
actment. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment,  ef- 
fective for  statutory  notices  of  deficiency 
issued  on  or  after  January  1,  1986. 

.1.  .Authority  to  Abate  Interest  Due  to  Errors  or 
Delay  by  the  IRS 

Present  Law 
Under  present  law.  the  IRS  does  not  gen- 
erally have  the  authority  to  abate  interest 
charges  where  the  additional  interest  has 
been  caused  by  IRS  errors  and  delays.  This 
results  from  the  IRS'  long-established  posi- 
tion that  once  tax  liability  is  established, 
the  amount  of  interest  is  merely  a  mathe- 
matical computation  based  on  the  rate  of  in- 
terest and  due  date  of  the  return.  Conse- 
quently, the  interest  portion  of  the  amount 
owed  to  the  Government  cannot  be  reduced 
unless  the  underlying  deficiency  is  reduced. 
The  IRS  does,  however,  have  the  authority 
to  abate  interest  resulting  from  a  mathe- 
matical error  of  an  IRS  employee  who  as- 
sists taxpayers  in  preparing  their  income 
tax  returns  (sec.  6404(d)). 

House  Bill 

In  cases  where  an  IRS  official  fails  either 
to  perform  a  ministerial  act  in  a  timely 
manner  or  makes  an  error  in  performing  a 
ministerial  act,  the  IRS  has  the  authority  to 
abate  the  interest  attributable  to  such 
delay.  No  aspect  of  the  delay  can  be  attrib- 
utable to  the  taxpayer.  The  House  bill  gives 
the  IRS  the  authority  to  abate  interest  but 
does  not  mandate  that  it  do  so  (except  that 
the  IRS  must  do  so  in  cases  of  certain  erro- 
neous refunds  of  $1  million  or  less,  de- 
scribed below).  The  interest  abatement  only 
applies  to  the  period  of  time  attributable  to 
the  failure  to  perform  the  ministerial  act. 

The  provision  applies  only  to  failures  to 
perform  ministerial  acts  that  occur  after 
the  IRS  and  the  taxpayer  have  been  in  con- 
tact. This  provision  does  not  therefore 
permit  the  abatement  of  interest  for  the 
period  of  time  between  the  date  the  taxpay- 
er files  a  return  and  the  date  the  IRS  com- 
mences an  audit,  regardless  of  the  length  of 
that  time  period.  Similarly,  if  a  taxpayer 
files  a  return  but  does  not  pay  the  taxes 
due.  this  provision  would  not  permit  abate- 
ment of  this  interest  regardless  of  how  long 
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the  IRS  took  to  contact  the  taxpayer  and 
request  payment. 

The  IRS  must  abate  interest  in  certain  in- 
stances in  which  it  issues  an  erroneous 
refund  check.  There  are  two  limitations  on 
this  rule.  First,  it  is  not  to  apply  in  instances 
in  which  the  taxpayer  (or  a  related  party) 
has  in  any  way  caused  the  overstated  refund 
to  occur.  Second,  it  is  not  to  apply  to  any  er- 
roneous refund  checks  that  exceed  $1  mil- 
lion. If  the  taxpayer  does  not  repay  the  er- 
roneous refund  when  requested  to  do  so  by 
the  IRS,  interest  would  then  begin  to  apply 
to  the  amount  of  the  erroneous  refund. 

This  provision  is  effective  for  interest  ac- 
cruing with  respect  to  deficiencies  or  pay- 
ments for  taxable  years  beginning  after 
1981. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  no  significant  aspect 
of  the  delay  can  be  attributable  to  the  tax- 
payer, and  the  provision  applies  only  to  fail- 
ures to  perform  ministerial  acts  that  occur 
after  the  IRS  has  contacted  the  taxpayer  in 
writing. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  except  that  the  rule  re- 
quiring the  abatement  of  interest  on  errone- 
ous refund  checks  of  $1  million  or  less  is 
only  made  applicable  to  erroneous  refund 
checks  of  $50,000  or  less.  The  provision  is  ef- 
fective for  taxable  years  beginning  after  De- 
cember 31,  1978. 

4.  Suspension  of  Compounding  Where  Interest  on 
Deficiency  is  Suspended 

Present  Law 

Under  present  law,  in  the  case  of  a  defi- 
ciency in  income,  estate,  gift,  and  certain 
excise  taxes,  a  waiver  of  restrictions  on  as- 
sessment of  the  deficiency  is  filed  when  the 
IRS  and  the  taxpayer  agree  on  the  proper 
amount  of  tax  due  at  the  conclusion  of  an 
audit.  If,  however,  the  Secretary  fails  to 
make  notice  and  demand  for  payment 
within  30  days  after  the  filing  of  the  waiver, 
interest  is  not  imposed  on  the  deficiency 
from  the  31st  day  after  the  waiver  was  filed 
until  the  date  the  notice  and  demand  is 
issued.  The  provision  does  not,  however,  sus- 
pend the  compounding  of  interest  for  the 
same  period  on  the  interest  which  previous- 
ly accrued  on  the  underlying  deficiency. 
House  Bill 

Both  the  interest  on  the  deficiency  as  well 
as  the  compounded  interest  on  the  previous- 
ly accrued  interest  are  suspended,  starting 
31  days  after  a  taxpayer  has  filed  a  waiver 
of  restrictions  on  assessment  of  the  underly- 
ing taxes  and  ending  when  a  notice  and 
demand  is  issued  to  the  taxpayer.  The  provi- 
sion is  effective  for  interest  accruing  in  tax- 
able periods  after  December  31,  1985. 
Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  effective  for  interest  accruing  in 
taxable  periods  after  December  31,  1982. 
Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment,  ef- 
fective for  interest  accruing  in  taxable  peri- 
ods after  December  31,  1982. 

Taxpayers  may  obtain  refunds  of  interest 
subject  to  this  provision  that  they  paid  by 
filing  a  claim  for  refund  of  their  interest 
with  the  IRS.  The  IRS  presently  does  not 
possess  the  data  processing  capability  to 
suspend  the  compounding  of  interest  on 
previously  accrued  interest.  Taxpayers  who 
consider  themselves  entitled  to  the  relief 


provided  by  this  provision  may  apply  to  the 
IRS,  and,  in  appropriate  cases,  the  IRS  will 
perform  the  required  computations. 
h.  Kxemption  From  Levy  For  Service-t'onnected 
Disability  Payments 

Present  Law 

Under  present  law.  various  payments, 
such  as  unemployment  benefits,  workmen's 
compensation,  a  minimum  amount  of  ordi- 
nary wages,  as  well  as  certain  pensions  and 
annuities,  are  exempt  from  levy.  This  means 
that  the  IRS  cannot  seize  these  payments  to 
collect  delinquent  taxes  by  serving  a  levy  on 
the  payment  source.  The  IRS  can  collect 
the  delinquent  taxes  from  other  nonexempt 
sources  available  to  the  delinquent  taxpay- 
er. 

Hotise  Bill 

The  IRS  is  prohibited  from  levying  on  any 
amount  payable  to  an  individual  as  a  serv- 
ice-connected disability  benefit  under  speci- 
fied provisions  of  Title  38  of  the  United 
States  Code. 

The  term  ■'service-connected"  means  that 
the  disability  was  incurred  or  aggravated  in 
the  line  of  duty  in  the  active  military,  naval, 
or  air  service.  The  exemption  covers  direct 
compensation  payments,  as  well  as  other 
types  of  support  payments  for  education 
and  housing. 

This  provision  is  effective  for  payments 
made  after  December  31,  1985. 
Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  effective  for  payments  made 
after  December  31,  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment,  ef- 
fective for  payments  made  after  December 
31,  1986. 

6.  Modification  of  Administrative  Rules  Applica- 

ble to  Forfeiture 

Present  Law 

Under  present  law,  the  IRS  can  seize 
property  that  is  used  in  violating  the  provi- 
sions of  the  Internal  Revenue  laws.  If  the 
amount  of  personal  property  seized  is 
valued  at  $2500  or  less,  the  IRS  may  use  ad- 
ministrative procedures  to  forfeit  the  prop- 
erty and  sell  it  without  judicial  action,  after 
both  appraisal  and  notice  to  potential  claim- 
ants. A  claimant  may  post  a  bond  of  $250 
and  require  the  Government  to  proceed  by 
judicial  action  to  sell  the  property.  These 
procedures  are  separate  and  distinct  from 
those  the  IRS  uses  for  routine  collection  of 
past-due  taxes. 

House  Bill 

The  House  bill  allows  the  Treasury  ad- 
ministratively to  sell  up  to  $100,000  of  per- 
sonal property  used  in  violation  of  the  In- 
ternal Revenue  laws.  Such  sale  would  re- 
quire both  an  appraisal  to  determine  value 
and  a  notice  by  newspaper  publication  to 
potential  claimants.  Potential  claimants  can 
require  a  judicial  forfeiture  action  by  post- 
ing a  $2500  bond.  This  provision  is  effective 
on  January  1.  1986. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill,  effective  on  the  date  of  enact- 
ment. 

7.  Certain  RecordkeepinK  Requirements 

Present  Law 
In  general,  law  enforcement  officers  are 
not  subject  to  the  substantiation  rules  of 


section  274(d)  and  the  income  and  wage  in- 
clusion rules  of  section  132  for  specified  use 
of  a  law  enforcement  vehicle.  The  confer- 
ence report  on  the  repeal  of  the  contempo- 
raneous recordkeeping  requirements  for 
automobiles  ">  provided  that  IRS  special 
agents  are  not  to  be  included  within  the 
term  "law  enforcement  officers." 

House  Bill 

The  House  bill  provides  that,  for  purposes 
of  sections  132  and  274,  use  of  an  automo- 
bile by  a  special  agent  of  the  IRS  is  treated 
in  the  same  manner  as  use  of  an  automobile 
by  an  officer  of  any  other  law  enforcement 
agency,  effective  on  the  date  of  enactment. 
Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill,  effective  beginning  after  Decem- 
ber 31.  1984. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment,  ef- 
fective beginning  after  December  31,  1984. 

K.  Disclosure  of  Return  Information  to  Certain 
Cities 

Present  Law 

Section  6103  provides  for  the  confidential- 
ity of  returns  and  return  information  of  tax- 
payers. The  conditions  under  which  returns 
and  return  information  can  be  disclosed  are 
specifically  enumerated  in  that  section.  Dis- 
closure of  returns  and  return  information  to 
local  income  tax  administrators  is  not  per- 
mitted. Unauthorized  disclosure  is  a  felony 
punishable  by  a  fine  not  exceeding  $5,000  or 
imprisonment  of  not  more  than  5  years,  or 
both,  under  section  7213.  An  action  for  civil 
damages  may  also  be  brought  for  unauthor- 
ized disclosure  under  section  7431. 
House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  provides  that  any 
city  with  a  population  in  excess  of  2.000.000 
that  imposes  an  income  or  wage  tax  may.  if 
the  Secretary  in  his  sole  discretion ' '  so  pro- 
vides, receive  returns  and  return  informa- 
tion for  the  same  purposes  for  which  States 
may  obtain  information  under  present  law. 
subject  to  the  same  safeguards  as  apply  to 
States  under  present  law.  Cities  that  receive 
information  must  reimburse  the  Internal 
Revenue  Service  for  its  costs  in  the  same 
manner  as  a  State  must  under  present  law. 
Population  is  determined  on  the  basis  of  the 
most  recent  decennial  United  States  census 
data  available. 

Any  disclosure  would  be  required  to  be  in 
the  same  manner  and  with  the  same  safe- 
guards as  disclosure  is  made  to  a  State.  The 
present-law  requirements  of  maintaining  a 
system  of  standardized  requests  for  infor- 
mation and  the  reasons  for  the  request  and 
of  maintaining  strict  security  against  re- 
lease of  the  information  are  also  made  ap- 
plicable to  the  local  agencies.  Disclosure  will 
be  permitted  only  for  the  purpose  of.  and 
only  to  the  extent  necessary  in.  the  adminis- 
tration of  a  local  jurisdiction  tax.  Disclosure 
of  returns  or  return  information  to  any 
elected  official  or  the  chief  official  (even  if 
not  elected)  of  the  local  jurisdiction  will  not 
be  permitted.  Any  unauthorized  disclosure 
of  returns  and  return  information  by  an  em- 
ployee of  an  agency  receiving  this  informa- 
tion will  subject  the  employee  to  the  fine 


'■•  H.  Repl.  99  67  iMay  7.  1985). 
' '  The  Secretary  may.  in  accordance  with  this  dis- 
cretion, implement  this  provision  on  a  trial  t>asis. 
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and  imprisonment  provided  by  section  7213 
and  to  the  civil  action  provided  by  section 
7431. 

This  provision  is  effective  on  the  date  of 
enactment. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

9.  Krrulalurv  FIvxibilily  Arl  Applied  to  IKS 

Present  Law 
The  Regulatory   Flexibility  Act   requires 
that  an  analysis  of  the  impact  of  rules  and 
regulations  (other  than  interpretative  regu- 
lations)  on   small    business   be   performed. 
Treasury's  position  is  that  most  IRS  rules 
and  regulations  are  interpretative. 
House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  applies  the  Regu- 
latory Flexibility  Act  to  all  rules  and  regula- 
tions prescribed  by  the  Treasury,  effective 
on  the  date  of  enactment. 

Conference  Agreement 
The  conference  agreement   does  not   in- 
clude the  provision  of  the  Senate  amend- 
ment. 

10.  Prioril>  of  l^itcal  l..aw  In  Certain  Korfeitures 

Present  Law 

If  a  person  owing  tax  fails  to  pay  that  tax. 
a  lien  is  created  on  all  the  taxpayer's  prop- 
erty at  the  time  of  assessment.  This  lien 
takes  priority  over  any  other  attachment  to 
the  taxpayer's  property  that  has  not  been 
perfected  at  the  time  of  assessment.  Thus, 
under  State  law  in  a  number  of  States,  a 
State  law  enforcement  agency  may  perform 
an  extensive  investigation  of  an  individual. 
leading  to  the  seizure  and  forfeiture  of  that 
individual's  property.  If  the  State  has  coop- 
erated with  the  IRS  and  the  IRS  files  a  lien. 
the  IRS  lien  may  take  priority  over  the 
State's  claim  to  the  property. 
House  Bill 

No  provision. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  provides  that  a 
forfeiture  under  local  law  of  property  seized 
by  a  law  enforcement  agency  of  either  a 
State  or  a  political  subdivision  of  a  State  re- 
lates back  to  the  time  of  seizure.  The  provi- 
sion does  not  apply  to  the  extent  that  local 
law  provides  that  someone  other  than  the 
governmental  unit  has  priority  over  the  gov- 
ernmental unit  in  the  property.  For  pur- 
poses of  this  provision,  a  State  or  local  tax 
agency  is  not  considered  to  be  a  law  enforce- 
ment agency.  This  provision  is  effective  on 
the  date  of  enactment. 

11.  Release  of  Certain   Seized   Property   to  the 
Owner 

Present  Law 
The  Federal  Government  has  the  power, 
after  proper  notice  and  demand,  to  seize  and 
sell  the  property  of  a  delinquent  taxpayer. 
As  soon  as  practicable  after  seizure,  the 
Government  is  required  to  give  written 
notice  of  the  seizure  to  the  owner  of  the 
property.  This  notice  must  descril)e  the 
property  seized  and  specify  the  sum  of 
money  owed  and  demanded  for  release  of 
the  property.  The  Government  also  must 
give  notice  of  the  sale  of  the  seized  property 
to  its  owner  as  soon  as  practicable  after  sei- 
zure. This  notice  must  specify  the  property 
to  be  sold  as  well  as  the  time,  place,  manner, 
and  conditions  of  the  sale. 


Before  the  sale,  the  Government  is  re- 
quired to  set  a  minimum  price  for  the  prop- 
erty, taking  into  account  the  expenses  to 
the  Government  of  the  levy  and  sale.  At  the 
sale,  the  property  is  sold  to  the  highest 
bidder  who  meets  or  exceeds  the  minimum 
price.  If  no  bid  meets  or  exceeds  the  mini- 
mum price,  the  property  is  deemed  to  be 
sold  to  the  Government  for  the  minimum 
price.  Thus,  the  Government  has  no  discre- 
tion under  present  law  in  purchasing  the 
property  itself  when  no  bid  meets  or  ex- 
ceeds the  minimum  price. 
House  Bill 

No  provision. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  requires  that, 
before  the  sale  of  the  property,  the  IRS  de- 
termines (based  upon  criteria  prescribed  by 
the  Treasury)  whether  the  purchase  of  the 
property  at  the  minimum  price  is  in  the  best 
interests  of  the  Federal  Government.  Prop- 
erty would  continue  to  be  sold  to  the  high- 
est bidder  who  meets  or  exceeds  the  mini- 
mum price. 

If  no  bid  meets  or  exceeds  the  minimum 
price,  the  Government  would  purchase  the 
property  at  the  minimum  price  only  if  the 
purchase  were  in  its  best  interests.  If  the 
purchase  were  determined  not  to  be  in  the 
best  interests  of  the  Government,  the  prop- 
erty would  be  released  back  to  the  owner. 
The  property  would  still  be  subject  to  a 
Government  lien.  Also,  any  expense  of  the 
levy  and  sale  would  be  added  to  the  amount 
of  delinquent  taxes  due. 

The  provision  is  effective  for  sales  of 
seized  property  conducted  after  the  date  of 
enactment. 

12.  .Allticallun  of  Kmployee  Tips 
Present  Law 

Employers  are  required,  under  certain  cir- 
cumstances, to  provide  an  information 
report  of  an  allocation  of  lips  in  large  food 
or  beverage  establishments  (defined  gener- 
ally to  include  those  establishments  that 
normally  employ  more  than  10  employees). 
Under  this  provision,  if  tipped  employees  of  . 
large  food  or  beverage  establishments 
report  tips  aggregating  8  percent  or  more  of 
the  gross  receipts  of  the  establishment, 
then  no  reporting  of  a  tip  allocation  is  re- 
quired. However,  if  this  8-percent  reporting 
threshold  is  not  met.  the  employer  must  al- 
locate (as  tips  for  information  reporting 
purposes)  an  amount  equal  to  the  difference 
between  8  percent  of  gross  receipts  and  the 
aggregate  amount  reported  by  employees. 
This  allocation  may  be  made  pursuant  to  an 
agreement  tietween  the  employer  and  em- 
ployees or.  in  the  absence  of  such  an  agree- 
ment, according  to  Treasury  regulations. 

These  Treasury  regulations  provide  that 
this  allocation  may  be  made  by  the  employ- 
er in  either  of  two  ways.  One  is  to  allocate 
based  on  the  portion  of  the  gross  receipts  of 
the  establishment  attributable  to  the  em- 
ployee during  a  payroll  period.  The  second 
is  to  allocate  based  on  the  portion  of  the 
total  number  of  hours  worked  in  the  estab- 
lishment attributable  to  the  employee 
during  a  payroll  period. 

House  Bill 

No  provision. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  provides  that 
the    method    of    allocation    based    on    the 


number  of  hours  worked  may  be  utilized 
only  by  an  establishment  that  employs  less 
than  the  equivalent  of  25  full-time  employ- 
ees during  a  payroll  period.  Establishments 
employing  the  equivalent  of  25  or  more  full- 
time  employees  would  consequently  have  to 
use  the  portion  of  gross  receipts  method  to 
allocate  tips  during  the  payroll  period 
(absent  an  agreement  between  the  employer 
and  employees). 

This  provision  is  effective  for  any  payroll 
period  beginning  after  December  31,  1986. 

i:t.  Treatment  of  Forfeitures  of  Land  Sales  Con- 
tract.H 

Present  Law 
Generally,  before  Federal  tax  liens  can  be 
extinguished,  notice  must  be  given  to  the 
Government.  Several  cases  have  held 
(Runkel  v.  United  States.  527  F.2d  914  (9th 
Cir.  1977):  Brookbank  v.  Hubbard,  712  F.2d 
399  (9th  Cir.  1983))  that  forfeitures  of  land 
sales  contracts  are  not  subject  to  these 
notice  requirements.  Notice  provides  the 
Government  with  the  opportunity  to 
redeem  the  property. 

HoiLse  Bill 

No  provision. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

The  conference  agreement  provides  that 
forfeitures  of  land  sales  contracts  are  sub- 
ject to  these  notification  requirements,  ef- 
fective for  forfeitures  after  the  thirtieth 
day  after  the  date  of  enactment.  Thus, 
these  two  cases  are  explicitly  overturned  as 
to  this  issue.  The  effect  of  this  provision  is 
to  provide  the  Government  with  both  notice 
and  the  opportunity  to  redeem  the  proper- 
ty, which  it  currently  has  with  respect  to 
most  other  transfers  of  real  estate. 

I.  Modirication  of  WithholdInK  Schedules 
Present  Law 

The  Code  requires  that  the  Secretary  pre- 
scribe tables  and  computational  procedures 
for  determining  the  appropriate  amount  of 
taxes  to  be  deducted  and  withheld  from 
wages  (sec.  3402(a)).  Form  W-4  is  the  form 
on  which  that  calculation  is  done.  It  is  com- 
pleted by  the  employee,  who  furnishes  it  to 
the  employer.  The  employer  uses  this  form 
to  determine  the  proper  level  of  wage  with- 
holding. The  employer  does  this  by  using 
tables  issued  by  the  Secretary  that  specify 
the  proper  amount  of  withholding,  consider- 
ing the  employee's  wage  level  and  number 
of  withholding  allowances  claimed. 

The  employee  completes  the  Form  W-4  by 
determining  the  proper  number  of  with- 
holding allowances  (or  exemptions)  to 
which  he  is  entitled.  Withholding  allow- 
ances may  be  claimed  for  the  employee  and 
any  dependents  (sec.  3402(f))  and  for  item- 
ized deductions  and  estimated  tax  credits 
(sec.  3402(m)).  Other  items  prescribed  in 
regulations  may  also  be  claimed.  For  exam- 
ple, the  regulations  permit  IRA  contribu- 
tions and  the  tax  savings  attributable  to 
income  averaging  to  be  considered  (see 
Treas.  Reg.  sec.  31.3402(m)-l).  An  employ- 
ee's Form  W-4  generally  remains  in  effect 
until  the  employee  revokes  it  and  files  a 
new  one.'^ 
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'-The  employer  is  required  to  furnish  copies  of 
certain  Forms  W-4  to  the  IRS.  such  as  those  thai 
claim  more  than  14  allowances  or  that  claim  total 
exemption  from  withholding  (where  wages  are 
atrove  $200  per  week).  Trea.s.  Reg.  sec.  31.3402(f)(2)- 
Kk).  The  IRS  examines  these  forms,  and  if  it  deter- 
mines   that    a   claim    of    withholding    allowances 
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The  IRS  has  authority  to  issue  regula- 
tions permitting  employees  to  request,  once 
the  amount  of  their  withholding  has  been 
determined  on  the  basis  of  Form  W-4  and 
the  withholding  tables,  that  that  amount  of 
withholding  be  increased  or  decreased.  The 
IRS  has  long  permitted  taxpayers  to  re- 
quest increases  in  withholding;  the  IRS  has 
never  permitted  taxpayers  to  request  de- 
creases in  withholding. 

House  Bill 

The  House  bill  requires  that  the  IRS  and 
Treasury  modify  the  withholding  schedules 
under  section  3402  to  approximate  more 
closely  tax  liability  under  the  amendments 
made  by  the  bill.  This  modification  will 
affect  at  least  two  major  items.  First,  Form 
W-4  will  be  modified.  Second,  the  withhold- 
ing tables  used  by  employers  to  determine 
the  proper  amount  of  wage  withholding  will 
also  be  modified. 

With  respect  to  modifying  Form  W-4,  the 
IRS  is  to  make  every  effort  to  notify  tax- 
payers that  Form  W-4  has  been  modified 
and  that  many  taxpayers  will  need  to  file 
the  modified  form  with  their  employers. 
The  modified  form  and  tables  are  to  be  de- 
signed so  that  withholding  from  a  taxpay- 
er's wages  approximates  as  closely  as  possi- 
ble the  taxpayer's  ultimate  tax  liability. 

The  House  bill  also  repeals  the  provision 
of  present  law  giving  the  IRS  authority  to 
issue  regulations  permitting  employees  to 
request  decreases  in  withholding.  The  provi- 
sion relating  to  increases  in  withholding  is 
unaffected. 

The  provision  relating  to  modifications  to 
the  withholding  forms  and  tables  is  effec- 
tive for  taxable  years  1986  and  following. 
The  provision  relating  to  decreases  in  with- 
holding is  effective  on  the  date  of  enact- 
ment. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill.  In  addition,  the  Senate  amend- 
ment requires  that  employees  file  a  revised 
Form  W-4  before  January  I.  1988.  They 
must  do  so  on  a  Form  W-4  that  has  been  re- 
vised by  the  IRS  to  reflect  the  changes  in 
the  Code  made  by  this  bill.'^  If  an  employee 
does  not  file  a  revised  Form  W-4  before  that 
date,  the  employer  must  withhold  income 
taxes  as  if  the  employee  claimed  one  allow- 
ance (if  the  employee  checked  the  "Single" 
box  on  the  most  recent  Form  W-4  that  the 
employee  filed)  or  two  allowances  (if  the 
employee  checked  the  "Married"  box). 

The  mandatory  withholding  change  that 
takes  effect  if  an  employee  does  not  file  a 
new  Form  W-4  is  effective  for  wages  paid 
after  December  31.  1987.  The  provision  re- 
lating to  decreases  in  withholding  is  effec- 
tive on  the  date  of  enactment. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  except  that  employees 
must  file  a  new  Form  W-4  before  October  1. 
1987,  in  order  to  avoid  the  mandatory  with- 
holding change  that  takes  effect  if  an  em- 
ployee does  not  file  a  new  Form  W-4.  which 
is  also  effective  October  1.  1987.  This  date 
will  follow  more  closely  the  extensive  IRS 
publicity  campaign  on  withholding  changes. 


cannot   be   justified,   it    notifies   the  employer  to 
change  the  employee's  withholding. 

' '  It  is  also  permissible  for  employees  to  fulfill 
the  requirements  of  this  provision  by  filing  on  a 
substitute  Form  W-4  provided  by  the  employer,  so 
long  as  that  form  has  been  revised  to  parallel  the 
official  form  and  the  substitute  form  complies  with 
all  IRS  requirements  pertaining  to  substitute 
Forms  W-4. 


J.  Kepnrt  <>n  the  Relurn-Kree  Tax  System 
Present  Law 

Taxpayers  are  generally  required  to  file  a 
paper  document  as  their  individual  income 
tax  return  for  the  taxable  year.  These  forms 
are  currently  the  Form  1040  ("the  long 
form"),  the  Form  1040A  ('the  short  form  "), 
and  the  recently  created  Form  1040EZ.  In 
addition,  the  IRS  is  experimenting  with 
magnetic  tape  return  filing  that  allows  ap- 
proved return  preparers  to  volunteer  to  file 
individual  tax  returns  that  they  prepare 
with  the  IRS  in  a  magnetic  tape  format. 
The  return  preparer  retains  the  paper  ver- 
sion of  the  tax  return. 

Hoiise  Bill 

The  House  bill  requires  a  report  from  the 
IRS  setting  forth: 

(1)  the  identification  of  classes  of  individ- 
uals who  would  be  permitted  to  use  a 
return-free  system: 

(2)  how  such  a  system  would  be  phased  in: 

(3)  what  additional  resources  the  IRS 
would  need  to  carry  out  such  a  system:  and 

(4)  the  types  of  changes  to  the  Internal 
Revenue  Code  which  would  inhibit  or  en- 
hance the  use  of  such  a  system. 

The  report  is  to  be  submitted  within  six 
months  of  the  date  of  enactment  to  the 
Senate  Committee  on  Finance  and  the 
House  Committee  on  Ways  and  Means. 

In  addition,  the  IRS  is  to  consider  con- 
ducting an  in-house  feasibility  test  using 
previously  filed  information  returns  and  in- 
dividual income  tax  returns  to  test  the  prac- 
ticality of  the  proposed  system.  The  report 
is  due  six  months  after  enactment  of  the 
bill. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment. 

A  number  of  provisions  of  the  conference 
agreement  provide  that  the  Secretary  of  the 
Treasury  or  his  delegate  is  to  prescribe  reg- 
ulations. Notwithstanding  any  of  these  ref- 
erences, the  conferees  intend  that  the  Sec- 
retary may,  prior  to  prescribing  these  regu- 
lations, issue  guidance  for  taxpayers  with 
respect  to  the  provisions  of  the  conference 
agreement  by  issuing  Revenue  Procedures, 
Revenue  Rulings,  forms  and  instructions  to 
forms,  announcements,  or  other  publica- 
tions or  releases.  The  conferees  intend  that 
the  IRS  provide  taxpayers  with  this  guid- 
ance as  quickly  as  is  possible. 

TITLK  XVI.  KXKMPT  AND  NONPROFIT 
ORGANIZATIONS 

A.  Exchanges  and  Rentals  of  Donor  or  .Member 

l..ist§  of  Certain  Tax-Exempt  Organizations 

Present  Law 

Charitable  and  other  tax-exempt  organi- 
zations are  subject  to  a  tax  on  income  from 
an  unrelated  trade  or  business  (the  UBIT), 
i.e.,  a  business  the  conduct  of  which  is  not 
substantially  related  to  the  exempt  func- 
tions of  the  organization  (Code  sees.  511- 
514). 

The  U.S.  Court  of  Claims  has  held  that 
income  received  by  the  Disabled  American 
Veterans  from  other  exempt  organizations 
and  from  commercial  businesses  for  the  use 
of  its  mailing  lists  constitutes  unrelated 
business  taxable  income,  and  does  not  con- 
stitute royalties  exempted  from  the  UBIT 
under  section  512(b)(2).  The  court  found 
that  the  DAV  operated  in  a  competitive, 
commercial  manner  with  respect  to  taxable 
firms  in  the  direct  mail  industry:  that  the 


organization  regularly  carried  on  the  mail- 
ing list  activities:  and  that  these  activities 
were  not  substantially  related  to  accom- 
plishment of  exempt  purposes. 

House  Bill 
The  House  bill  provides  an  exception  from 
the  UBIT,  available  only  to  tax-exempt  or- 
ganizations eligible  to  receive  tax-deductible 
charitable  contributions,  for  income  from 
the  exchanging  or  renting  of  membership  or 
donor  mailing  lists  with  or  to  other  such 
tax-exempt  organizations.  This  provision  is 
effective  for  exchanges  and  rentals  of  lists 
occurring  after  the  date  of  enactment. 

Senate  Amendment 

The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 

The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 
K.  Distribution  nf  l.,ow  Cost  .Articles  by  Charitieii 
Present  Law 

Charitable  and  other  tax-exempt  organi- 
zations are  subject  to  a  tax  on  income  from 
an  unrelated  trade  or  business  (the  UBIT). 
i.e.,  a  business  the  conduct  of  which  is  not 
substantially  related  to  the  exempt  func- 
tions of  the  organization  (sees.  511-514). 

Under  Treasury  regulations,  the  UBIT 
does  not  apply  where  an  organization 
"sends  out  low  cost  items  incidental  to  the 
solicitation  of  charitable  contributions" 
(Reg.  sec.  1.513-l(b)).  The  regulations  do 
not  provide  a  definition  of  low  cost  articles. 

House  Bill 

The  House  bill  provides  a  statutory  excep- 
tion from  the  UBIT.  available  only  to  tax- 
exempt  organizations  eligible  to  receive  tax- 
deductible  charitable  contributions,  for 
income  from  activities  relating  to  certain 
unsolicited  distributions  of  low  cost  articles 
incidental  to  soliciting  charitable  contribu- 
tions. A  low  cost  article  is  defined  as  any  ar- 
ticle with  a  cost  not  in  excess  of  $5  (adjust- 
ed for  inflation  beginning  in  1988).  This  pro- 
vision fs  effective  for  distributions  of  low 
cost  articles  occurring  after  the  date  of  en- 
actment. 

Senate  Amendment 

No  pro\'ision. 

Conference  Agreement 

The  conference  agreement  follows  the 
House  bill. 

C.  Expansion  of  I'BIT  Exception  for  Certain 
Trade  Show  Income 

Present  Law 

Charitable  and  other  tax-exempt  organi- 
zations are  subject  to  a  tax  on  income  from 
an  unrelated  trade  or  business  (the  UBIT), 
i.e.,  a  business  the  conduct  of  which  is  not 
substantially  related  to  the  exempt  func- 
tions of  the  organization  (sees.  511-514). 

An  exception  from  the  UBIT  is  provided 
for  income  derived  by  trade  associations 
(sec.  501(c)(6)).  or  by  labor,  agricultural,  or 
horticultural  organizations  (sec.  501(c)(5)), 
from  qualified  trade  show  and  convention 
activities  at  which  memtiers  of  the  sponsor- 
ing organization  sell  products  or  services 
(sec.  513(d)). 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  expands  the  sec- 
tion 513(d)  exception  from  the  UBIT  to 
cover  (1)  qualified  trade  shows  or  conven- 
tions at  which  suppliers  to  the  sponsoring 
organization's    members    sell    products    or 
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services  related  to  the  exempt  activities  of 
the  organization,  and  (2)  qualified  trade 
show  and  convention  activities  of  charitable 
organizations  (sec.  501(c)(3))  and  social  wel- 
fare organizations  (sec.  501(c)(4)).  This  pro- 
vision is  effective  for  qualified  trade  show  or 
convention  activities  conducted  in  taxable 
years  t>eginning  after  the  date  of  enact- 
ment. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 

D.  Tax  Kxemptiun  f»r  Certain  Tille-HoldinK 
Companies 

Present  Law 

A  corporation  organized  to  hold  title  to 
property,  and  to  distribute  the  income 
therefrom  to  one  or  more  related  tax- 
exempt  organizations,  may  itself  be  tax 
exempt  (sec.  501(c)(2)>.  The  IRS  has  taken 
the  position  that  such  a  title-holding  com- 
pany is  not  tax  exempt  if  two  or  more  of  its 
parent  organizations  are  unrelated. 

Any  income  of  an  exempt  organization 
from  debt-financed  property  generally  is 
subject  to  the  unrelated  business  income 
tax  (sec.  514).  However,  under  an  exception 
in  present  law.  certain  educational  institu- 
tions and  pension  plans  generally  are  not 
subject  to  the  UBIT  on  income  from  certain 
debt-financed  real  property  (sec.  514(c)(9)), 
subject  to  specified  limitations  (including 
such  limitations  as  are  applicable  to  pass- 
through  entities  '  pursuant  to  sec. 
514(c)(9)(D)). 


House  Bill 


No  provision. 


Senate  Amendment 

The  Senate  amendment  adds  a  new  cate- 
gory of  organizations  that  are  tax-exempt 
under  section  501(c)  (new  Code  sec. 
501(0(25)).  An  organization  is  described  in 
section  501(c)(25)  if  it  is  a  corporation  or 
trust  that  (1)  is  operated  for  the  exclusive 
purpose  of  holding  title  to  real  property  and 
distributing  the  income  therefrom  to  eligi- 
ble shareholders  or  beneficiaries.  (2)  has  no 
more  than  35  shareholders  or  beneficiaries. 
(3)  has  only  one  class  of  stock  or  beneficial 
interest,  and  (4)  meets  certain  other  re- 
quirements. Eligible  shareholders  or  benefi- 
ciaries are  qualified  pension  plans  (sec. 
401(a)):  governmental  pension  plans  (sec. 
414(d)):  Federal  or  State  political  subdivi- 
sions, agencies,  or  instrumentalities:  and 
tax-exempt  charitable  organizations  de- 
scribed in  sections  501(c)(3)  and  501(0(25). 

The  Senate  amendment  also  extends  the 
present-law  exception  from  the  unrelated 
business  income  tax  (UBIT)  under  the  debt- 
financed  property  rules  for  certain  real 
property  (sec.  514(0(9))  to  organizations  de- 
scribed in  the  new  section  501(c)  category. 
As  under  present  law,  the  UBIT  exception  is 
subject  to  the  limitations  contained  in  sec- 
tion 514(cK9MB),  including  such  limitations 
as  are  applicable  to  pass-through  entities 
(sec.  514(c)(9)(D)). 

The  Senate  amendment  does  not  modify 
present  law  with  respect  to  title-holding  cor- 
porations (described  in  sec.  501(c)(2))  hold- 
ing title  to  property  for  one  or  more  related 
tax-exempt  organizations. 

These  provisions  are  effective  for  taxable 
years  beginning  after  December  31,  1986. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment. 


K.  Divestiture  Kxemption  for  Certain  Kxre.ss 
Kusiness  llitldinKs  of  Private  Koundalions 

Present  Law 

If  on  May  26.  1969.  a  private  foundation 
(together  with  disqualified  persons)  had 
business  holdings  exceeding  permitted  limi- 
tations (generally,  20  percent),  the  amount 
of  foundation/disqualified  person  holdings 
must  be  reduced  in  two  phases  (sec.  4943). 
In  general,  a  disqualified  person  is  a  sub- 
stantial contributor  to  the  foundation,  a 
family  member  of  a  substantial  contributor, 
or  a  substantial  owner  of  an  entity  that  is  a 
substantial  contributor. 

If  the  1969  holdings  exceeded  95  percent, 
the  foundation  has  a  20-year  period  (i.e., 
until  May  26,  1989)  to  reduce  the  combined 
holdings  to  50  percent.  Within  15  years 
after  the  first-phase  deadline,  the  holdings 
must  be  reduced,  in  certain  cases,  to  35  per- 
cent: in  addition,  the  foundation  itself  may 
not  hold  more  than  25  percent  of  the  voting 
stock,  dependent  on  whether  disqualified 
persons  own  more  than  two  percent. 


House  Bill 


No  provision. 


Senate  Amendment 
Under  the  Senate  amendment,  the  20-year 
exception  for  certain  excess  business  hold- 
ings acquired  prior  to  May  27.  1969.  is  made 
permanent  if— 

(1)  the  management  of  the  foundation 
and  the  management  of  the  business  enter- 
prise are  sufficiently  unrelated: 

(2)  no  disqualified  person  who  was  not  a 
foundation  manager  on  May  6.  1986.  be- 
comes a  foundation  manager  after  that 
date: 

(3)  no  disqualified  person  receives  com- 
pensation (other  than  reasonable  directors' 
fees)  from  both  the  foundation  and  the 
business  enterprise: 

(4)  the  foundation  continues  to  meet  the 
charitable  payout  rules  of  present  law:  and 

(5)  the  foundation  and  any  disqualified 
persons  comply  with  the  section  4943  rules 
applicable  to  any  holdings  in  the  enterprise 
acquired  after  May  26.  1969. 

Conference  Agreement 
The  conference  agreement   does  not  in- 
clude the  Senate  amendment. 

F.  Reduction  of  Private  Foundation  Payout  Re- 
quirement by  Certain  Costs  of  Hazardous 
Wa.ste  Removal 

Present  Law 
To  avoid  penalty  excise  taxes,  a  private 
nonoperating  foundation  annually  must 
make  expenditures  or  grants  for  charitable 
purposes  in  an  amount  (the  "distributable 
amount")  equal  to  five  percent  of  the  fair 
market  value  of  its  investment  assets  (sec. 
4942). 


House  Bill 


No  provision. 


Senate  Amendment 
Under  the  Senate  amendment,  the  other- 
wise applicable  distributable  amount  for  the 
James  Graham  Brown  Foundation  is  re- 
duced by  certain  costs  paid  or  incurred  by 
the  Foundation  for  removal  or  remedial 
action  with  respect  to  a  hazardous  sub- 
stance released  at  a  facility  owned  or  oper- 
ated by  the  Foundation.  This  provision  is  ef- 
fective for  taxable  years  beginning  after  De- 
cember 31,  1982. 

Conference  Agreement 
The  conference  agreement  does  not  In- 
clude the  Senate  amendment. 


{',.  Kxreplion  to  Membership  Organization 
Deduction  Rules 

Present  Law 

A  membership  organization  generally  may 
deduct  expenses  relating  to  the  furnishing 
of  goods  or  services  to  members  only  from 
income  derived  from  members  or  from 
transactions  with  members  (sec.  277).  This 
rule  does  not  apply  to  certain  financial  insti- 
tutions, insurance  companies,  securities  or 
commodities  exchanges,  or  certain  other  or- 
ganizations. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  provides  an  addi- 
tional exception  to  the  section  277  deduc- 
tion limitation  rule  for  membership  organi- 
zations that  are  engaged  primarily  in  the 
gathering  and  distribution  of  news  to  their 
members  for  publication. 

Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment,  effective  for  taxable 
years  beginning  after  the  date  of  enact- 
ment. 

H.  Tax-Exempt  Status  for  Technology  Transfer 
Organization 

Present  Law 
In  November.  1985,  the  U.S.  Tax  Court 
denied  tax-exempt  status  under  section 
501(0(3)  to  the  Washington  Research  Foun- 
dation, a  nonprofit  organization  formed  to 
assist  the  transfer  of  technology  from  uni- 
versities and  tax-exempt  research  institu- 
tions to  the  private  sector.  The  Tax  Court 
held  that  the  organization  was  not  exclu- 
sively operated  for  charitable  purposes  be- 
cause its  major  activity  of  providing  patent- 
ing and  licensing  services  was  commercial  in 
nature. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  provides  that  an 
organization  that  transfers  technology  from 
universities  and  scientific  research  organiza- 
tions to  the  private  sector  is  treated  as  a 
tax-exempt  charitable  organization  if  it 
meets  certain  requirements,  including  that 
it  was  incorporated  on  July  20,  1981.  The  in- 
tended beneficiary  of  this  provision  is  the 
Washington  Research  Foundation.  The  pro- 
vision is  effective  on  enactment. 
Conference  Agreement 

The  conference  agreement  follows  the 
Senate  amendment.  No  inference  is  intend- 
ed as  to  whether  such  technology  transfer 
or  related  purposes  or  functions  of  any 
other  organization  constitute  purposes  or 
functions  described  in  Code  sections 
501(c)(3)  or  170(c). 

TITLE  XVII.  MISCELLANEOCS  PROVISIONS 

A.  Targeted  Jobs  Tax  Credit 

Present  Law 

Employers  may  claim  a  tax  credit  for 
wages  paid  to  individuals  from  nine  targeted 
groups  (Code  sec.  51).  These  groups  include 
individuals  who  are  recipients  of  payments 
under  means-tested  transfer  programs,  who 
are  economically  disadvantaged  (as  meas- 
ured by  family  income),  or  who  are  disab'ed. 

The  credit  generally  equals  50  percent  of 
the  first  $6,000  of  qualified  first-year  wages 
and  25  percent  of  the  first  $6,000  of  quali- 
fied second-year  wages.  A  credit  equal  to  85 
percent  of  up  to  $3,000  of  wages  of  a  quali- 
fied summer  youth  employee  also  is  allowed. 


UMI 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24639 


The  employer's  deduction  for  wages  must  be 
reduced  by  the  amount  of  the  credit. 

Under  present  law,  the  credit  does  not 
apply  with  respect  to  targeted-group  indi- 
viduals who  begin  work  for  the  employer 
after  December  31.  1985. 

House  Bill 

The  House  bill  extends  the  targeted  jobs 
credit  for  two  years  (i.e.,  for  individuals  who 
begin  work  for  an  employer  on  or  before  De- 
cember 31,  1987),  with  the  following  modifi- 
cations. 

The  credit  for  first-year  wages  is  reduced 
from  50  percent  to  40  percent  of  the  first 
$6,000  of  qualified  first-year  wages  (in  the 
case  of  qualified  summer  youth  employees, 
the  present-law  credit  of  85  percent  of  up  to 
$3,000  of  wages  is  retained),  and  the  credit 
for  second-year  wages  is  repealed.  Under  the 
House  bill,  no  credit  is  allowed  for  an  indi- 
vidual who  works  for  the  employer  for 
fewer  than  14  days.  These  modifications 
apply  with  respect  to  individuals  beginning 
work  for  the  employer  after  1985  and  before 
1988.  In  addition,  the  authorization  for  ap- 
propriations for  administrative  and  publici- 
ty expenses  related  to  the  credit  is  extended 
through  fiscal  year  1987. 

Senate  Amendmenl 

The  Senate  amendment  is  the  same  as  the 
House  bill,  except  that  (1)  the  credit  is  ex- 
tended for  three  years  (together  with  au- 
thorization for  related  administrative  and 
publicity  expenses):  (2)  a  50-percent  credit  is 
retained  for  first-year  wages  (the  present- 
law  credit  for  hiring  qualified  summer 
youth  employees  also  is  retained);  and  (3) 
no  wages  paid  to  a  targeted-group  member 
are  to  be  taken  into  account  for  credit  pur- 
poses unless  the  individual  both  (a)  is  em- 
ployed by  the  employer  for  at  least  90  days 
(14  days  in  the  case  of  qualified  summer 
youth  employees),  and  (b)  has  completed  at 
least  120  hours  of  w'ork  performed  for  the 
employer  (20  hours  in  the  case  of  qualified 
summer  youth  employees). 

These  provisions  apply  with  respect  to  in- 
dividuals beginning  work  for  the  employer 
after  1985  and  before  1989.  A  special  certifi- 
cation rule  applies  for  targeted  group  indi- 
viduals hired  after  December  31.  1985  and 
before  the  26th  day  following  enactment  of 
the  bill. 

Conference  Agreement 

The  conference  agreement  is  the  same  as 
the  Senate  amendment  except  (1)  the  credit 
for  first-year  wages  is  reduced  from  50  per- 
cent to  40  percent  of  the  first  $6,000  of 
qualified  first-year  wages  (in  the  case  of 
qualified  summer  youth  employees,  the 
present-law  credit  equal  to  85  percent  of  up 
to  $3,000  of  wages  is  retained);  (2)  the  con- 
ference agreement  does  not  include  the  spe- 
cial certification  rule  in  the  Senate  amend- 
ment; and  (3)  the  minimum  employment 
period  rule  is  liberalized  so  that  the  credit  is 
available  if  the  targeted  group  member 
either  is  employed  by  the  employer  for  at 
least  90  days  (14  days  in  the  case  of  quali- 
fied summer  youth  employees),  or  has  com- 
pleted at  least  120  hours  of  work  performed 
for  the  employer  (20  hours  in  the  case  of 
qualified  summer  youth  employees). 

B.  Olympic  Trust  Fund  and  Excise  Tax 
Present  Law 

No  provision. 

House  Bill 

Excise  (ax.— Under  the  House  bill,  a  10- 
percent  excise  tax  is  imposed  on  amounts 
paid  for  U.S.  television  and  radio  broadcast 
rights  for  Olympic  games.  This  provision  ap- 
plies to  amounts  paid  after  November  22. 


1985,  other  than  pursuant  to  binding  con- 
tracts in  effect  on  that  date. 

Olympic  Trust  fund.— An  Olympic  Trust 
Fund  is  established  in  the  Treasury  to  re- 
ceive amounts  from  the  new  exci.se  tax. 
Trust  fund  monies,  less  related  Treasury  ad- 
ministrative expenses,  are  available  to  be 
paid  to  the  U.S.  Olympic  Committee  for 
Olympic-related  expenses. 

Senate  Amendment 

No  provision. 

Conference  Agreement 
'  The  conference  agreement  does  not  in- 
clude the  House  bill  provision.  The  confer- 
ees did  not  include  the  House  provision  be- 
cause the  International  Olympic  Committee 
and  the  U.S.  Olympic  Committee  have  vol- 
untarily implemented  an  arrangement  com- 
parable monetarily  to  that  contemplated  by 
the  House  provision.  In  the  event  that  the 
arrangement  is  terminated,  the  conferees 
intend  that  the  Congress  consider  imple- 
menting such  an  arrangement  on  a  statuto- 
ry basis. 

('.  Collectinn  of  Diesel  Kuel  and  (iasoline  Excise 

Taxes 

Present  Law 

Diesel  fuel  tax.— An  excise  tax  of  15  cents 
per  gallon  is  impo.sed  on  the  sale  of  diesel 
fuel  for  use  in  a  diesel-powered  highway  ve- 
hicle. This  tax  is  collected  at  the  retail  level 
(sec.  4041). 

Gasoli'ie  tax.— An  excise  tax  on  gasoline 
of  nine  cents  per  gallon  is  imposed  and  col- 
lected at  the  manufacturer's  level  (sec. 
4081).  Collection  of  this  tax  may  be  deferred 
to  the  last  sale  before  retail,  however,  if  all 
parties  are  registered  w-ith  the  IRS. 
House  Bill 

The  House  bill  permits  an  election  to  col- 
lect the  diesel  fuel  excise  tax  on  the  sale  by 
the  wholesaler  to  the  retailer  of  the  fuel  (or 
on  the  sale  by  the  manufacturer  w'here  that 
sale  is  direct  to  the  retailer)  in  the  case  of  a 
qualified  retailer.  This  provision  is  effective 
for  sales  of  diesel  fuel  (for  use  in  highway 
vehicles)  after  the  first  calendar  quarter  be- 
ginning more  than  60  days  after  the  date  of 
enactment. 

Senate  Amendment 

The  Senate  amendmertt  is  the  same  as  the 
House  bill. 

Conference  Agreement 

Diesel  fuel  tax.— The  conference  agree- 
ment follows  the  House  bill  and  the  Senate 
amendment,  with  technical  modifications. 

Gasoline  tax.— Vnder  the  conference 
agreement,  the  gasoline  tax  is  imposed  on 
removal  of  gasoline,  gasoline  blend  stocks 
and  products  commonly  used  as  additives  in 
gasoline,  from  the  refinery  (or  manufactur- 
ing plant)  or  customs  custody  (sale,  if  earli- 
er) effective  January  1.  1988.  An  exception 
is  provided  permitting  bulk  transfers  of  gas- 
oline or  gasoline  blend  stocks  or  additives  to 
registered  terminals  without  payment  of 
tax.  In  such  cases,  terminal  operators  are 
liable  for  collection  of  the  tax  upon  removal 
of  the  gasoline  or  gasoline  blend  stocks  or 
additives  from  the  terminal. 

Registered  gasohol  blenders  are  permitted 
to  purchase  gasoline  at  3  cents  per  gallon  if 
blending  occurs  at  the  terminal.  In  all  other 
cases,  gasohol  blenders  (like  all  other  pur- 
chasers) must  purchase  gasoline  and  gaso- 
line blend  stocks  tax-paid.  Gasoline  separat- 
ed from  gasohol  is  taxable  at  a  rate  of  5% 
cents  per  gallon.  Blenders  (other  than  regis- 
tered gasohol  blenders  that  blend  at  the  ter- 
minal) are  taxable  on  the  use  or  sale  of 
blended  gasoline.  However,  they  may  claim 


a  credit  for  any  tax  paid  on  purchases  of 
gasoline,  blendstocks.  or  additives  to  the 
extent  that  such  blended  gasoline  is  not 
used  as  a  fuel.  The  purchaser  may  obtain  a 
refund  upon  establishing  that  the  ultimate 
use  was  not  as  a  taxable  fuel.  A  special,  ac- 
celerated refund  procedure  is  provided,  how- 
ever, for  gasohol  blenders  who  buy  tax-paid. 
Under  the  accelerated  refund  procedure  if 
the  Secretary  has  not  paid  a  claim  within  20 
days  of  the  date  of  filing,  the  claim  is  to  be 
paid  with  interest  from  such  date. 

The  Secretary  will  provide  regulations  de- 
fining the  terms  gasoline  blend  stocks  and 
products  commonly  used  as  additives  in  gas- 
oline. He  may  also  require  that  all  persons 
who  must  register  pK>st  bond.  In  addition, 
the  Secretary  may  register  industrial  users 
of  gasoline  blend  stocks  or  additives  as  ter- 
minal operators  permitting  them  to  pur- 
chase such  products  in  bulk  form  tax  free. 
The  Treasury  Depaftment  is  directed  to 
study  the  incidence  of  evasion  of  the  gaso- 
line tax  and  to  report  to  the  Congress  by 
December  31,  1986. 

I).  Social  Security  and  Fl'TA  Provisions 
I.  Allow  ministers  to  reelect  social  security  cover- 
age 

Present  Law 

The  Federal  Insurance  Contributions  Act 
(FICA)  imposes  separate  payroll  taxes  on 
employers  and  employees  equal  to  a  per- 
centage of  wages  paid  as  remuneration  for 
employment.  For  self-employed  individuals, 
a  similar  tax  is  imposed  on  self-employment 
income  under  the  Self-Employment  Contri- 
butions Act  (SECA).  These  taxes  are  used  to 
fund  social  .security  programs. 

As  a  general  rule,  ministers  of  a  church, 
members  of  religious  orders,  and  Christian 
Science  practitioners  ("ministers")  are 
treated  as  self-employed  individuals  for  pur- 
poses of  SECA  taxes,  even  if  otherwise  they 
would  be  classified  as  employees  (sees. 
1402(c).  3121(b)(8)).  However,  a  minister 
who  is  conscientiously,  or  because  of  reli- 
gious principles,  opposed  to  participation  in 
a  public  insurance  system  generally  may 
elect  to  be  exempt  from  social  security  cov- 
erage and.  SECA  taxes  by  filing  with  the 
IRS  an  irrevocable  application  for  such  ex- 
emption within  two  years  of  beginning  the 
ministry  (sec.  1402(e)). 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  provides  a  limited 
period  (generally,  up  to  April  15.  1988) 
during  which  a  minister  who  previously  had 
elected  out  of  social  security  coverage  may 
make  an  irrevocable  election  back  into 
social  security  coverage.  An  electing  minis- 
ter becomes  subject  to  SECA  tax.  and  his  or 
her  post-election  earnings  are  credited  for 
social  security  benefit  purposes. 

The  Senate  amendment  also  provides  that 
a  minister  of  a  church  or  member  of  a  reli- 
gious order  who  files  an  application  (after 
1986)  for  exemption  from  social  security 
coverage  and  SECA  taxes  on  religious  or 
conscientious  grounds  must  include  with  the 
application  a  statement  that  he  or  she  has 
informed  the  ordaining,  commissioning,  or 
licensing  body  of  the  church  or  order  that 
he  or  she  is  opposed  to  the  acceptance  of 
public  insurance  benefits  based  on  ministeri- 
al service.  The  Senate  amendment  also  pro- 
vides that  an  exemption  application  from  a 
minister  may  be  approved  by  the  Treasury 
Department  only  if.  subsequent  to  receiving 
the  application,  it  separately  verifies  (in- 
person    or    by    telephone    communication) 


24640 


CONGRESSIONAL  RECORD— HOUSE 


September  18,  1986 


that  the  applicant  is  aware  of  the  grounds 
for  exemption  and  seeks  exemption  on  such 
grounds.  The  Treasury  E>epartment  may 
enter  into  an  agreement  with  the  Secretary 
of  Health  and  Human  Services  (HHS)  pur 
suant  to  which  such  verification  may  be 
made  by  HHS. 

Conference  Agreement 

The  conference  agreement  generally  fol- 
lows the  Senate  amendment.  Under  the  con- 
ference agreement.  Treasury  regulations  are 
to  provide  that  exemption  applications  filed 
with  the  IRS  (after  1986)  are  to  include  in- 
formation showing  that  the  applicant  has 
informed  the  church  body  or  order  of  his  or 
her  religious  or  conscientious  opposition  to 
social  security  coverage,  in  conformity  with 
the  revised  exemption  procedure.  The  regu- 
lations may  provide  procedures  under 
which,  pursuant  to  agreement  between  the 
Secretary  of  the  Treasury  and  the  Secretary 
of  Health  and  Human  Services.  HHS  has 
the  responsibility  of  communicating  with 
the  applicant  in  order  to  make  the  separate 
verification  required  as  a  prerequisite  for 
approving  the  exemption  application.  The 
conference  agreement  does  not  require  that 
the  subsequent  verification  be  in-person  or 
by  telephone  communication,  but  the  verifi- 
cation procedure  must  t)e  effective  to  estab- 
lish that  the  applicant  is  aware  of  the 
grounds  for  exemption  from  the  social  secu- 
rity system  and  has  sought  an  irrevocable 
exemption  on  such  grounds.  Under  these 
procedures,  the  disclosure  of  information  to 
HHS  by  the  IRS  concerning  a  ministerial 
exemption  application  for  such  verification 
purposes  is  authorized  by  Code  section 
6103(l)(l). 

2.  Common  paymaster  rulr  for  KIC'A  and  Kl'TA 
laxrs 

Present  Law 

The  Federal  Insurance  Contributions  Act 
(PICA)  imposes  payroll  taxes  on  employers 
and  employees.  For  1986.  the  employer's 
PICA  tax  is  7.15  percent  of  wages  paid  to 
the  employee  up  to  $42,000.  Similarly,  the 
Federal  Unemployment  Tax  Act  (FUTA) 
imposes  a  tax  on  an  employer  with  respect 
to  all  its  employees.  The  FUTA  tax  is  0.8 
percent  on  the  first  $7,000  of  wages. 

In  general,  when  the  same  individual  is 
employed  by  two  or  more  employers,  each 
employer  is  subject  to  the  PICA  and  FUTA 
tax  on  the  base  wages  of  the  individual.  An 
exception  applies  where  two  or  more  related 
corporations  concurrently  employ  the  same 
individual  and  compensate  him  or  her 
through  a  common  paymaster,  i.e.,  one  of 
the  related  corporations.  Under  this  excep- 
tion, payroll  taxes  are  determined  as  though 
the  individual  has  only  one  employer,  the 
common  paymaster.  As  a  result,  the  taxes 
are  applied  against  only  a  single  base 
amount  of  wages. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  extends  the 
common-paymaster  exception  for  purposes 
of  collection  of  PICA  and  FUTA  taxes  to 
the  case  where  the  same  employee  works  for 
related  corporations  and/or  partnerships. 
The  same  test  used  for  determining  related 
corporations  is  employed  to  determine 
whether  a  partnership  is  related.  This  provi- 
sion is  effective  for  wages  paid  or  incurred 
after  December  31.  1986. 

Conference  Agreement 

The  conference  agreement  does  not  in- 
clude the  Senate  amendment. 


:l.  Aicrirultural  wages  subject  to  Kl'TA 

Present  Law 
The  Federal  unemployment  tax  (FUTA) 
applies  10  wages  of  workers  in  agricultural 
operations  with  a  payroll  of  at  least  $20,000 
in  any  calendar  quarter,  or  with  10  or  more 
employees  in  20  weeks  of  the  year  (sec. 
3306(c)(1)). 

House  Bill 
No  provision. 

Senate  Amendment 
Under  the  Senate  amendment,  the  quar- 
terly payroll  threshold  at  which  agricultur- 
al  wages  are  subject   to  FUTA   tax   is  in- 
creased  from   $20,000   to   $40,000.   effective 
for  wages  paid  after  September  30.  1986. 
Conference  Agreement 
The  conference  agreement  does  not   in- 
clude the  Senate  amendment. 
t.  Kl'TA  for  certain  Indian  tribal  governments 
Present  Law 
Generally.  Indian  tribal  governments  are 
treated  as  any  other  employer  and  are  sub- 
ject to  Federal  unemployment  tax  (FUTA). 
No  exception  is  provided  if  unemployment 
compensation    coverage    is    denied    by    the 
State  in  which  the  employer  conducts  busi- 
ness.   Certain    Indian    tribal    governments 
have  been  denied  unemployment  compensa- 
tion coverage  by  the  State  of  Colorado  and 
are   not   required   to  pay  State   unemploy- 
ment compensation  taxes. 
House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  provides  an  ex- 
emption from  FUTA  tax  for  Indian  tribal 
governments  the  service  for  which  was  not 
covered  by  a  State  unemployment  compen- 
sation program  on  June  11.  1986.  This  provi- 
sion is  effective  for  services  performed 
before  January  1,  1988.  including  services 
performed  prior  to  the  date  of  enactment 
(but  does  not  authorize  a  refund  of  any  pre- 
viously paid  FUTA  tax).  It  is  anticipated 
that  the  State  of  Colorado  and  the  affected 
Indian  tribal  governments  will  work  out  an 
unemployment  compensation  coverage 
agreement  prior  to  January  1.  1988  similar 
to  such  agreements  currently  in  effect  in 
other  States. 

Conference  Agreement 
The   conference    agreement    follows    the 
Senate  amendment. 
3.  Treatment  of  certain  technical  personnel 
Present  Law 
Section  530  of  the  Revenue  Act  of  1978.  as 
amended,  provides  generally  that  taxpayers 
who  in  the  past  had  a  reasonable  basis  (such 
as  past  industry  practice)  for  not  treating 
workers  as  employees  may  continue  such 
treatment,     under    certain     circumstances, 
without   incurring   employment   tax   liabil- 
ities. 

House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  provides  that  sec- 
tion 530  of  the  Revenue  Act  of  1978  does 
not  apply  in  the  case  of  an  individual  who. 
pursuant  to  an  arrangement  between  the 
taxpayer  and  another  person,  provides  serv- 
ices for  such  other  person  as  an  engineer, 
designer,  drafter,  computer  programmer, 
systems  analyst,  or  other  similarly  skilled 
worker  engaged  in  a  similar  line  of  work. 
This  provision  is  effective  for  services  per- 
formed  after   the   date   of   enactment.   By 


virtue  of  the  exception  to  section  530  of  the 
1978  Act  provided  under  the  Senate  amend- 
ment, the  prohibition  against  issuance  of 
regulations  or  rulings  concerning  employ- 
ment tax  status  in  section  530  of  the  1978 
Act  does  not  prohibit  issuance  of  regula- 
tions or  rulings  with  respect  to  the  employ- 
ment tax  status  of  individuals  with  respect 
to  whom  the  Senate  amendment  applies. 

Under  the  Senate  amendment,  it  is  intend- 
ed that  certain  individuals  retained  by  firms 
providing  technical  services  are  classified, 
for  income  and  employment  tax  purposes, 
as  employees  or  as  independent  contractors 
under  the  generally  applicable  common  law 
(nonstatutory)  standards  without  regard  to 
section  530  of  the  Revenue  Act  of  1978. 
Technical  services  firms  have  retained  engi- 
neers, designers,  drafters,  computer  pro- 
grammers, systems  analysts,  and  other  simi- 
larly skilled  personnel  who  are  engaged  in 
lines  of  work  similar  to  those  listed  for  as- 
signments for  clients  of  the  technical  serv- 
ices firms.  Some  of  these  individuals  have 
taken  the  position  that  they  should  be 
treated  as  independent  contractors,  which 
would  relieve  the  technical  services  firms  of 
the  obligation  to  withhold  income  and  em- 
ployment taxes  from  their  earnings. 

The  Senate  amendment  applies  whether 
the  services  of  such  individuals  are  provided 
by  the  firm  to  only  one  client  during  the 
year  or  to  more  than  one  client,  and  wheth- 
er or  not  such  individuals  have  been  desig- 
nated or  treated  by  the  technical  services 
firm  as  independent  contractors,  sole  propri- 
etors, partners,  or  employees  of  a  personal 
service  corporation  controlled  by  such  indi- 
vidual. The  effect  of  the  provision  cannot  be 
avoided  by  claims  that  such  technical  serv- 
ice personnel  are  employees  of  personal 
service  corporations  controlled  by  such  per- 
sonnel. For  example,  an  engineer  retained 
by  a  technical  services  firm  to  provide  serv- 
ices to  a  manufacturer  cannot  avoid  the 
effect  of  this  provision  by  organizing  a  cor- 
poration that  he  or  she  controls  and  then 
claiming  to  provide  services  as  an  employee 
of  that  corporation. 

This  provision  does  not  affect  the  applica- 
tion of  Code  section  414(n).  relating  to  em- 
ployee leasing,  to  technical  services  person- 
nel in  circumstances  where  that  provision 
applies  under  present  law.  Also,  the  provi- 
sion does  not  apply  with  respect  to  individ- 
uals who  are  classified,  under  the  generally 
applicable  common  law  standards,  as  em- 
ployees of  a  business  that  is  a  client  of  the 
technical  services  firm. 

Conference  Agreement 
The  conference  agreement  follows  the 
Senate  amendment  with  a  technical  modifi- 
cation clarifying  the  language  of  the  Senate 
amendment  to  conform  to  the  language  of 
section  530  of  the  Revenue  Act  of  1978  and 
with  an  amendment  to  the  effective  date. 
The  conferees  further  clarify  that  the  provi- 
sion does  not  affect  the  application  of  the 
Treasury's  authority  under  Code  section 
414(0)  to  prevent  avoidance  of  certain  em- 
ployee benefit  requirements.  The  conferees 
believe  that  the  provision  will  provide  more 
consistent  tax  treatment  of  individuals  per- 
forming services  in  the  technical  service  in- 
dustry. 

The  conference  agreement  is  effective  for 
remuneration  paid  and  services  performed 
after  December  31,  1986. 

fi.  Payroll  tax  deposits 

Present  Law 
The  manner  and  time  for  depositing  an 
employer's  PICA  taxes  and  the  income  and 
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PICA  taxes  withheld  from  employees  are 
specified  in  Treasury  regulations  (sec.  6302). 
If  the  aggregate  amount  of  undeposilcd 
taxes  totals  $3,000  or  more  at  the  end  of  any 
one-cighth-monthly  period,  the  employer 
must  deposit  the  taxes  within  three  banking 
days  of  the  close  of  the  one-eighth-monthly 
period  (Reg.  sec.  31.6302(0-1). 
House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  increases  from 
$3,000  to  $5,000  the  amount  of  undeposited 
payroll  taxes  an  employer  may  aggregate 
before  the  one-eighth-monthly  deposit  rule 
applies,  effective  for  months  beginning  after 
December  31.  1986. 

Conference  Agreement 

The  conference  agreement  does  not  in- 
clude the  Senate  amendment. 

K.  KudKet-Kelated  Provisions 

1.  Revenues  fur  budget  purposes 

Present  Laic 

No  provision. 

House  Bill 

No  provision. 

Senate  Amendment 

The  Senate  amendment  provides  that  any 
"revenue  windfall"  (i.e..  any  increase  in  rev- 
enues over  pre.sent  law)  in  fiscal  years  1986 
or  1987  that  is  attributable  to  provisions  of 
the  bill  is  not  to  be  taken  into  account  for 
determining  total  budget  revenues  for  fiscal 
years  1986-1989.  For  fi.scal  years  1988  or 
1989.  any  revenue  shortfall  attributable  to 
the  bill  is  not  to  be  taken  into  account  to 
the  extent  that  it  exceeds  any  fiscal  year 
1986  or  1987  windfall.  This  provision  applies 
for  determining  Budget  Act  points  of  order 
and  for  purposes  of  sequestrations  under 
the  "Gramm-Rudman-HoUings  '  budget  leg- 
islation. 

Conference  Agreement 

The  conference  agreement  does  not  in- 
clude the  Senate  amendment. 

2.  Budget  revenue  flurtuations 

Present  Law 
No  provision. 

House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  includes  a  sense 
of  the  Senate  resolution  that  the  conference 
committee  on  the  bill  should  report  Federal 
tax  reform  legislation  that  produces  a  reve- 
nue path  with  minimal  revenue  fluctua- 
tions. 

Conference  Agreement 
The  conference  agreement   does  not   in- 
clude the  Senate  amendment. 

F.  Tax  Code  Revisions 
1.  Reference  to  Internal  Revenue  Code 
Present  Law 
The  current  tax  code  (title  26  of  the  U.S. 
Code)  is  referred  to  as  the  "Internal  Reve- 
nue Code  of  1954,  as  amended"  or  the  "1954 
Code." 

The  1954  Code  provides  that  no  provision 
of  the  statute  is  to  apply  if  it  would  be  con- 
trary to  any  treaty  obligation  of  the  United 
States  in  effect  on  the  date  of  enactment  of 
the  1954  Code  (sec.  7852(d)). 
House  Bill 
The  House  bill  enacts  into  law  the  Inter- 
nal Revenue  Code  of  1985.  That  is,  the  bill 
reenacts  the  provisions  of  the  1954  Code— as 
in  effect  on  the  date  of  enactment  of  the 


bill— together  with  amendments  as  made  by 
the  bill.  The  committee  report  states  that 
this  reenactment  is  not  intended  to  change 
any  substantive  provisions  of  the  tax  law 
not  otherwise  modified  by  this  bill. 

The  bill  also  pro\)jdes  that  no  provision  of 
the  Internal  Reveniie  title  that  was  in  effect 
on  August  16.  195)1  shall  apply  in  any  case 
where  its  application  would  be  contrary  to 
any  treaty  obligation  of  the  United  States  in 
effect  on  the  date  of  enactment  of  the  1954 
Code.  This  provision  is  intended  to  clarify 
that  treaty  provisions  that  were  in  effect  in 
1954  and  that  conflict  with  the  1954  Code  as 
originally  enacted  are  to  prevail  over  then- 
existing  statutes,  but  not  over  later-enacted 
statutes,  and  that  treaty  benefits  that  are 
now  properly  available  under  the  1954  Code 
will  remain  available  under  the  1985  Code. 

Senate  Amendment 

No  provision. 

Conference  Agreement 

Under  the  conference  agreement,  the 
"short  title"  of  the  tax  statute  is  the  Inter- 
nal Revenue  Code  of  1986. 

A  number  of  provisions  of  the  conference 
agreement  provide  that  the  Secretary  of  the 
Treasury  or  his  delegate  is  to  prescribe  reg- 
ulations. Notwithstanding  any  of  these  ref- 
erences, the  conferees  intend  that  the 
Treasury  may.  prior  to  prescribing  these 
regulations,  issue  guidance  for  taxpayers 
with  respect  to  the  provisions  of  the  confer- 
ence agreement  by  issuing  Revenue  Proce- 
dures. Revenue  Rulings,  forms  and  instruc- 
tions to  forms,  announcements,  or  other 
publications  or  releases.  The  conferees 
expect  that  the  Treasury  will  provide  tax- 
payers with  this  guidance  as  soon  as  feasi- 
ble. 

2.  .Moratorium  on  major  tax  revisions 
Present  Law 
No  provision. 

House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  includes  a  sense 
of  the  Congress  resolution  that  the  provi- 
sions of  the  Internal  Revenue  Code  that  are 
added  or  amended  in  the  current  legislation 
should  remain  unchanged  for  a  period  of  at 
least  five  years  from  the  date  of  enactment. 
Conference  Agreement 
The  conference  agreement   does  not   in- 
clude the  Senate  amendment. 

(i.  Miscellaneous  Provisions 
I.  Foster  care  payments 

Present  Law 
A  foster  parent  may  exclude  from  gross 
income  certain  reimbursements  for  expenses 
of  caring  for  a  foster  child  under  age  19  who 
has  been  placed  in  a  foster  family  home  by 
a  government  agency  or  a  State-licensed, 
tax-exempt  child  placement  agency  (sec. 
131).  The  exclusion  also  applies  to  certain 
difficulty  of  care  payments  with  respect  to  a 
handicapped  foster  child  (but  not  for  more 
than  10  children  in  the  foster  home  during 
a  year).  To  obtain  the  exclusion,  the  foster 
parents  must  account  for  all  expenses  in- 
curred for  each  foster  child  in  their  care. 

House  Bill 

The  House  bill  modifies  the  present-law 

exclusion  to  eliminate  the  requirement  of 

detailed  recordkeeping,  effective  for  taxable 

years  beginning  on  or  after  January  1.  1986. 

Senate  Amendment 
No  provision. 


Conference  Agreement 

The  conference  agreement  follows  the 
House  bill  in  eliminating  the  requirement  of 
detailed  recordkeeping  as  a  condition  for  ob- 
taining the  exclusion.  This  provision  other- 
wise does  not  expand  the  types  of  payments 
eligible  for  the  exclusion. 

Also,  the  conference  agreement  deletes 
the  present-law  limitation  that  the  exclu- 
sion applies  with  respect  to  foster  care  only 
of  children  under  age  19.  (However,  in  the 
case  of  any  foster  home  in  which  there  is  a 
foster  care  recipient  who  has  attained  age 
19.  foster  care  payments,  including  difficul- 
ty of  care  payments,  are  not  excludable  to 
the  extent  made  for  more  than  five  such 
foster  care  recipients.)  The  conferees  intend 
that  this  extension  of  the  exclusion  to  adult 
foster  care  is  limited  to  cases  of  individuals 
who  provide  foster  care  within  their  own 
homes  to  adults  who  have  been  placed  in 
their  care  by  an  agency  of  the  State  or  po- 
litical subdivision  thereof  specifically  desig- 
nated as  responsible  for  such  function.  The 
exclusion  does  not  apply  to  payments  to  op- 
erators of  boarding  homes  who  provide 
room  and  board  to  adults  who  have  not 
been  placed  in  their  care  through  the  ac- 
tions of  a  governmental  agency  responsible 
for  adult  foster  care. 

These  provisions  are  effective  for  taxable 
years  beginning  on  or  after  January  1.  1986. 

2.  Rules  for  spouses  of  Vietnam  Ml.\s 

Present  Law 
Certain    tax    relief    provisions 


applicable 
and  their 
2(a)(3)(B), 


with  respect  to  Vietnam  MIAs 
spouses  expired  after  1982  (sees. 
692(b).  6013(f)(1).  and  7508(b)). 

House  Bill 
The  House  bill  reinstates  and  makes  per- 
manent the  expired  provisions  relating  to 
Vietnam  MIAs.  effective  for  taxable  years 
beginning  after  1982. 

Senate  Amendment 
The  Senate  amendment  is  the  same  as  the 
House  bill. 

Conference  Agreement 
The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 

3.    Tax    exemption    for    certain    reindeer-related 
income 

Present  Law 
Under  the  Reindeer  Industry  Act  of  1937. 
the  United  States  Government  purchased 
all  reindeer  herds  and  improvements  held 
by  non-Alaskan  natives.  Since  then,  this 
property  has  been  held  in  trust  by  the  gov- 
ernment for  Alaskan  natives  who  manage 
the  reindeer  herds.  The  U.S.  Court  of  Ap- 
peals for  the  Ninth  Circuit  ruled  in  1985 
that  reindeer-related  income  derived  by 
Alaskan  natives  from  herds  is  not  exempt 
from  Federal  taxation. 

House  Bill 

No  provision. - 

Senate  Amendment 

The  Senate  amendment  provides  that 
during  the  period  of  the  trust,  income  de- 
rived directly  from  the  sale  of  reindeer  or 
reindeer  products  as  provided  in  the  1937 
Act  is  exempt  from  Federal  income  tax- 
ation. This  provision  applies  as  if  originally 
included  in  the  related  provision  of  the  1937 
Act. 

Conference  Agreement 
The    conference    agreement    follows    the 
Senate  amendment. 
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i.  Information  on  spcrial  or  unique  tax  treatment 
Present  Law 
No  provision. 

House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  includes  a  sense 
of  the  Senate  resolution  that  the  conference 
report  on  the  bill  should  contain  the  name 
of  any  business  concern  or  group  receiving 
special  or  unique  treatment,  and  the  reason 
for  and  cost  of  such  treatment. 

Conference  Agreement 
The  conference  agreement  does  not   in- 
clude the  Senate  amendment. 
5.  Certain  quality  control  studies  for  AKIM'  and 
Medicaid 

Present  Law 
Under  section  12301  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985 
(COBRA),  the  Department  of  Health  and 
Human  Services  (HHS)  and  the  National 
Academy  of  Sciences  (NAS)  are  required  to 
undertake  a  study  of  quality  control  meas- 
ures in  connection  with  the  administration 
of  the  Aid  to  Families  with  Dependent  Chil- 
dren and  Medicaid  programs.  HHS  and  NAS 
are  required  to  report  the  results  of  their 
study  to  the  Congress  within  one  year  of 
the  date  of  enactment  of  COBRA  (April  7. 
1986).  In  addition.  HHS  is  required  to  pub- 
lish certain  regulations  relating  to  such 
quality  control  measures  within  18  months 
of  the  date  of  enactment  of  COBRA. 
House  Bill 
No  provision. 

Senate  Amendment 
The  Senate  amendment  requires  HHS  and 
NAS  to  report  the  results  of  their  quality 
control  study  within  one  year  after  con- 
tracting to  undertake  the  study.  The  date 
by  which  HHS  is  required  to  publish  the 
specified  regulations  is  six  months  after  the 
deadline   for  reporting   the  results  of   the 
quality  control  study  to  the  Congress. 
Conference  Agreement 
The    conference    agreement    follows    the 
Senate  amendment. 

TITLE  XVIII.  TECHNKAI.  CORREITIONS 

House  Bill 
The  House  bill  contains  technical,  clerical, 
and  conforming  amendments  to  the  Tax 
Reform  Act  of  1984  and  other  recently  en- 
acted tax  legislation,  as  well  as  similar 
amendments  to  nontax  provisions  of  the 
Deficit  Reduction  Act  of  1984.  The  Commit- 
tee on  Ways  and  Means  previously  favor- 
ably reported  H.R.  2110  (H.  Rep.  99-526. 
Part  1).  containing  technical  corrections  to 
the  Retirement  Equity  Act  of  1984.  The  pro- 
visions in  H.R.  2110  as  so  reported  are  re- 
ferred to  herein  as  t)eing  in  the  House  bill. 
Senate  Amendment 
The  Senate  amendment  contains  techni- 
cal, clerical,  and  conforming  amendments  to 
the  Tax  Reform  Act  of  1984.  the  Retire- 
ment Ek)uity  Act  of  1984  and  other  recently 
enacted  tax  legislation,  as  well  as  similar 
amendments  to  nontax  provisions  of  the 
Deficit  Reduction  Act  of  1984  and  the  Con- 
solidated Omnibus  Budget  Reconciliation 
Act  of  1985. 

Conference  Agreement 
The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  with 
respect  to  common  provisions.  Specifically, 
the  conference  agreement  includes  the  fol- 
lowing provisions: 


The  Tax  Reform  Act  of  1984 

Deferral  of  certain  tax  reductions 

The  conference  agreement  follows  the 
Senate  amendment. 

Tax-exempt  entity  leasing 

The  conference  agreement  follows  the 
Senate  amendment  except  that  the  provi- 
sion relating  to  subsidiary  organizations  ap- 
plies to  property  placed  in  service  after  Sep- 
tember 27.  1985. 

Debt  instruments 

The  conference  agreement  follows  the 
Senate  amendment  except  that  the  provi- 
sion relating  to  amortization  of  bond  premi- 
ums applies  to  bonds  issued  after  September 
27,  1985;  the  provision  requiring  accrual  of 
interest  on  certain  short  term  obligations 
applies  to  obligations  acquired  after  Sep- 
tember 27,  1985:  and  the  agreement  con- 
tains the  provision  in  the  House  bill  clarify- 
ing the  effective  date  for  the  repeal  of  the 
capital  asset  requirement. 

Market  discount 

The  conference  agreement  contains  a  pro- 
vision relating  to  the  treatment  of  market 
discount  on  debt  instruments,  the  principal 
of  which  is  paid  in  more  than  one  install- 
ment. Under  the  conference  agreement,  a 
holder  of  such  a  debt  instrument  lakes  ac- 
crued market  discount  into  income  upon  re- 
ceipt of  amounts  includible  in  the  debt  in- 
strument's stated  redemption  price  at  matu- 
rity, to  the  extent  of  the  amounts  so  re- 
ceived. Rules  are  provided  to  prevent  double 
counting  of  any  market  discount.  In  addi- 
tion, rules  are  provided  to  require  the  recog- 
nition of  accrued  market  discount  upon  the 
stripping  of  a  debt  instrument. 

The  conference  agreement  provides  that 
the  computation  of  the  accrual  of  market 
discount  on  market  discount  bonds  is  to  be 
provided  by  Treasury  regulations.  Until 
such  time  that  the  Treasury  Department 
issues  such  regulations,  the  conferees  intend 
in  the  case  of  debt  instruments  to  which  the 
provision  applies,  holders  may  elect  to 
accrue  market  discount  either  on  the  basis 
of  a  constant  interest  rate  or  as  follows:  ( 1 ) 
for  those  debt  instruments  that  have  origi- 
nal issue  discount  COID"),  market  discount 
shall  be  deemed  to  accrue  in  proportion  to 
the  accrual  of  OID  for  any  accrual  period 
(i.e..  the  amount  of  market  discount  that  ac- 
crues during  a  period  is  equal  to  the  product 
of  (a)  the  total  remaining  market  discount, 
and  (b)  a  fraction,  the  numerator  of  which 
is  the  OID  for  the  period  and  the  denomina- 
tor of  which  is  the  total  remaining  OID  at 
the  l>eginning  of  the  period),  and  (2)  for 
those  debt  instruments  that  have  no  OID. 
the  amount  of  market  discount  that  is 
deemed  to  accrue  shall  be  the  amount  of 
discount  that  bears  the  same  ratio  to  the 
total  amount  of  remaining  markei  discount 
that  the  amount  of  stated  interest  paid  in 
the  accrual  period  bears  to  the  total  amount 
of  stated  interest  remaining  to  be  paid  on 
the  debt  instrument  as  of  the  beginning  of 
the  accrual  period. 

In  the  case  of  debt  instruments  that 
would  be  subject  to  the  OID  rules  contained 
in  new  Code  sec.  1272(a)(6)  (without  regard 
to  whether  the  debt  instrument  has  original 
issue  discount),  the  same  prepayment  as- 
sumption that  would  be  made  in  computing 
OID  would  be  made  in  computing  the  accru- 
al of  market  discount  (whether  or  not  the 
taxpayer  elects  to  accrue  market  discount 
on  the  basis  of  a  constant  interest  rate).  In 
addition,  the  conferees  intend  that  the  same 
rules  that  apply  to  the  accrual  of  market 
discount  on  debt  instruments  whose  princi- 


pal is  paid  in  more  than  one  installment, 
also  is  applied  in  amortizing  amortizable 
bond  premium  (within  the  meaning  of  sec. 
171). 

Stripped  tax-exempt  bonds 

The  conference  agreement  provides  that 
stripped  bonds  and  coupons  resulting  from 
the  strip  of  a  tax-exempt  obligation  are  sub- 
ject to  the  general  rules  of  section  1286, 
with  certain  modifications.  In  the  case  of 
such  stripped  bonds  and  and  stripped  cou- 
pons, the  original  issue  discount  ("OID") 
under  section  1286(a)  will  be  limited  to  the 
amount  of  OID  that  produces  a  yield  to  ma- 
turity (based  on  the  purchase  price  of  the 
stripped  bond  or  coupon)  equal  to  the  lower 
of  the  coupon  rate  on  the  original  tax- 
exempt  obligation  or  the  actual  yield  of  the 
stripped  bond  or  coupon.  The  conferees 
intend  that  if  a  taxpayer  can  establish  the 
actual  yield  of  a  bond  (with  all  coupons  at- 
tached) at  the  time  of  original  issue,  the 
taxpayer  may  elect  to  use  such  yield  for 
purposes  of  this  computation  in  lieu  of  the 
coupon  rate. 

For  example,  assume  that  a  tax-e5(empt 
obligation  with  a  face  amount  of  $100,  two 
years  remaining  to  maturity,  and  a  coupon 
rate  of  ten  percent  (payable  annually)  is 
stripped  and  the  right  to  the  $100  "princi- 
pal" payment  is  sold  for  $79.72  (i.e..  a  12- 
percent  yield,  compounded  annually).  Under 
the  conference  agreement,  the  OID  is  limit- 
ed to  $16.74,  which  represents  the  total  OID 
on  the  stripped  bond,  assuming  a  10-percent 
yield  and  a  purchase  price  of  $79.72.  The 
amount  of  OID  taken  into  account  under 
section  1286(a)  is  tax  exempt  and  shall  de- 
termine the  adjusted  basis  of  the  holder  in 
accordance  with  section  1288(a). 

Further,  the  conference  agreement  clari- 
fies the  application  of  section  1286(b)(2)  (re- 
lating to  the  treatment  of  the  person  strip- 
ping a  bond)  to  tax-exempt  obligations. 

Corporate 

The  conference  agreement  follows  the 
Senate  amendment  except  that  the  provi- 
sion relating  to  the  definition  of  qualified 
stock  purchase  applies  for  purchases  begun 
after  December  31,  1985;  the  provision  relat- 
ing to  collapsible  corporations  applies  to 
sales  after  September  27,  1985;  and  the 
agreement  contains  the  provision  in  the 
House  bill  retaining  the  prior  law  consoli- 
dated return  rules  for  a  specified  corpora- 
tion. 

The  conference  agreement  also  provides 
that,  during  the  applicable  transition 
period,  the  affiliation  requirements  of  the 
consolidated  returns  provisions  will  be  ap- 
plied to  Alaska  Native  Corporations  (and 
their  wholly  owned  subsidiaries),  and  to  an- 
other specified  group  of  corporations,  solely 
by  reference  to  the  express  language  in 
those  provisions.  Thus,  eligibility  for  affili- 
ation in  the  case  of  such  corporations  will 
be  determined  solely  on  the  basis  of  owner- 
ship of  stock  satisfying  the  80-percent 
voting  power  and  80-percent  nonvoting 
stock  tests,  without  regard  (for  example)  to 
the  value  of  the  stock  owned,  to  escrow  ar- 
rangements, voting  trusts,  redemption  or 
conversion  rights,  stock  warrants  or  options, 
convertible  debt,  liens,  or  similar  arrange- 
ments, or  to  the  motive  for  acquisition  of 
the  stock  or  affiliation. 

In  addition,  with  certain  specified  excep- 
tions, no  provision  of  the  Internal  Revenue 
Code  or  principle  of  law  will  apply  to  deny 
the  benefit  of  losses  or  credits  of  Native 
Corporations  (or  their  wholly  owned  sub- 
sidiaries) to  the  affiliated  group  of  which 
the  corporation  is  a  member  or  of  the  speci- 
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Tied  group  of  corporations,  during  the  appli- 
cable transition  period.  Thus,  in  general, 
the  benefit  of  such  losses  and  credits  may 
not  be  denied  in  whole  or  in  part  by  ap- 
plication of  section  269.  section  482.  the  as- 
signment of  income  doctrine,  or  any  other 
provision  of  the  Internal  Revenue  Code  or 
principle  of  law. 

In  addition,  the  conference  agreement 
makes  certain  modifications  to  the  provision 
relating  to  the  treatment  of  the  transferor 
corporation  in  a  tax-free  reorganization 
(sec.  361).  In  any  type  of  reorganization,  no 
gain  or  loss  is  recognized  by  the  acquired 
corporation  on  a  disposition  of  stock  or  se- 
curities (in  a  party  to  the  reorganization)  re- 
ceived from  the  acquiring  corporation,  pro- 
vided the  disposition  is  pursuant  to  the  plan 
of  reorganization.'  Gain  (but  not  loss)  is 
recognized  on  distributions  pursuant  to  the 
plan  of  any  "boot"  including  pre-acquisition 
assets  of  the  acquired  corporation.  However, 
under  the  provision,  boot  received  from  the 
acquiring  corporation  will  generally  take  a 
basis  equal  to  its  fair  market  value  at  the 
time  of  transfer. 

For  purposes  of  this  provision,  a  transfer 
to  creditors  of  the  acquired  corporation  will 
be  deemed  pursuant  to  the  plan  of  reorgani- 
zation if  the  acquired  corporation  is  liqui- 
dated or  merged  pursuant  to  the  plan  of  re- 
organization (or.  in  the  case  of  a  "C"  reorga- 
nization, the  Secretary  has  waived  the  liqui- 
dation requirement),  and  the  transfer  to 
creditors  is  pursuant  to  such  liquidation  or 
merger.  No  inference  is  intended  as  to 
whether  transfers  of  stock  or  securities  to 
creditors  in  such  circumstances  may  be  re- 
garded as  pursuant  to  a  plan  of  reorganiza- 
tion under  present  law. 

The  conference  agreement  also  provides 
that  a  specified  corporation  will  be  treated 
as  having  made  a  valid  section  338  election 
with  respect  to  a  certain  stock  acquisition. 

The  conference  agreement  is  not  intend- 
ed, with  respect  to  the  golden  parachute 
provision  relating  to  the  adoption  of  the  af- 
filiated group  rules,  to  create  an  inference 
with  respect  to  the  definition  of  a  change  in 
control. 

Partnerships 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment. 

Trusts 

The  conference  agreement  follows  the 
Senate  amendment. 

Accounting 

The  conference  agreement  follows  the 
Senate  amendment  and  contains  the  provi- 
sion in  the  House  bill  relating  to  a  certain 
payment  to  an  insurance  company  with  re- 
spect to  an  asbestos  claim. 

Settlement  funds 

The  conference  agreement  generally  fol- 
lows the  Senate  bill.  The  conference  agree- 
ment clarifies  that:  (1)  the  provision  does 
not  affect  the  treatment  of  payments  made 
for  certain  personal  injury  liability  assign- 
ment within  the  meaning  of  section  130:  (2) 
payments  from  a  designated  settlement 
fund  to  a  claimant  are  treated  as  having 
been  made  by  the  taxpayer  for  purposes  of 
determining  the  claimant's  taxable  income; 
and  (3)  taxpayers  may  not  both  exclude  an 
amount  recovered  and  deduct  (under  this 
provision)  an  amount  paid  to  the  extent 


such  amount  is  attributable  to  the  same  li- 
ability. 

The  conference  agreement  provides  that 
except  as  provided  in  regulations  escrow  ac- 
counts, settlement  funds,  or  similar  funds 
are  subject  to  current  taxation.  If  the  con- 
tribution to  such  an  account  or  fund  is  not 
deductible,  then  the  account  or  fund  is  tax- 
able as  a  grantor  trust.'  This  provision  is  ef- 
fective for  accounts  or  funds  established 
after  August  16. 1986. 

Straddles 

The  conference  agreement  follows  the 
House  bill.  Under  the  statute  as  clarified  by 
the  technical  correction,  generally  a  taxpay- 
er engaged  in  the  business  of  investment 
banking  who  regularly  trades  in  commod- 
ities as  a  part  of  that  business  would  be  con- 
sidered in  the  trade  or  business  of  trading 
commodities.  If  a  person  qualifies  as  a  com- 
modities dealer,  the  subsection  (b)  treat- 
ment applies  with  respect  to  any  position 
disposed  of  by  such  person.  It  would,  for  ex- 
ample, apply  without  regard  to  whether  the 
position  was  in  a  commodity  regularly 
traded  by  the  person,  whether  it  was  traded 
on  an  exchange  on  which  the  dealer  was  a 
member,  or  whether  an  identical  position 
was  re-established  on  the  same  trading  day 
or  subsequently.  The  conferees  also  wish  to 
clarify  that  if  an  individual  owns  a  seat  on  a 
commodities  exchange,  such  individual  will 
be  treated  as  a  'commodities  dealer."  Fur- 
ther, if  a  trading  firm  also  regularly  trades 
commodities  in  connection  with  its  business, 
then  the  commodities  trading  will  be 
deemed  to  be  part  of  its  trade  or  business. 
The  latter  rule  applies  only  to  the  securities 
trading  firm  itself:  it  does  not  apply  to  sepa- 
rate individual  trading  of  its  partners,  prin- 
cipals, or  employees,  nor  to  partnerships  or 
other  organizations  formed  for  the  principal 
purpose  of  marketing  tax  straddles. 

The  conference  agreement  also  clarifies 
that  subsection  (b)  treatment  is  available 
not  only  with  respect  to  a  loss  incurred  di- 
rectly by  a  commodities  dealer,  but  also  to  a 
loss  allocable  to  a  commodities  dealer  in  de- 
termining such  person's  income  with  respect 
to  an  interest  in  a  partnership.  S  corpora- 
tion, or  trust.  For  example,  in  determining 
the  tax  liability  of  a  commodities  dealer 
who  was  a  shareholder  in  an  S  corporation, 
a  loss  incurred  by  the  corporation  in  the 
trading  of  commodities  would  be  treated  as 
a  loss  incurred  by  the  commodities  dealer. 
Of  course,  whether  an  individual  is  a  com- 
modities dealer  is  no  way  indicated  merely 
because  such  individual  has  an  interest  in  a 
partnership,  S  corporation  or  trust  engaged 
in  the  trading  of  commodities. 

Further,  the  conferees  clarify  their  intent 
that  the  Internal  Revenue  Service  bring  all 
outstanding  pre-ERTA  straddle  litigation  to 
a  speedy  resolution,  so  that  the  large  docket 
of  cases  on  this  issue  may  be  cleared,  in  a 
manner  consistent  with  this  legislation. 

Depreciation 

The  conference  agreement  follows  the 
House  bill  except  that  the  provision  relating 
to  related  party  sale-leasebacks  applies  to 
property  placed  in  service  after  December 
31.  1985.  In  addition,  the  conference  agree- 
ment clarifies  that  the  depreciation  recap- 
ture installment  sale  rule  (sec.  453(ii)  ap- 
plies to  the  installment  sales  of  partnership 
interests. 


'  This  provision  is  not  Intended,  however,  to 
affect  the  recognition  of  discharge  of  indebtedness 
income  by  the  acquired  corporation  on  a  transfer  to 
a  creditor. 


■  This  provision  reverses  the  finding  In  Rev.  Rul. 
71-119.  1971-1  CB163. 


Foreign 

The  conference  agreement  follows  the 
Senate  amendment,  with  the  addition  of  the 
FSC  completed  contract  method  transition 
rule  from  the  House  bill  and  a  targeted 
transitional  amendment  to  the  separate  for- 
eign tax  credit  limitation  for  income  of  for- 
eign finance  subsidiaries. 

Compliance 

The  conference  agreement  follows  the 
Senate  amendment.  The  conference  agree- 
ment also  requires  the  passthrough  of  infor- 
mation with  respect  to  trusts  and  estates, 
parallel  to  the  provision  of  the  Senate 
amendment  requiring  the  passthrough  of 
information  to  the  beneficial  owners  of 
partnership  interests. 

Miscellaneous 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment  with 
the  following  modifications. 

a.  Tax  benefit  ntte.— The  House  bill  and 
the  Senate  amendment  provide  that  the 
"tax  benefit"  rule  of  Section  111  applies 
where  there  was  no  reduction  in  the  taxpay- 
er's tax  in  a  prior  year.  Under  prior  law. 
some  taxpayers  who  had  no  taxable  income 
for  the  year  in  which  a  deduction  was 
claimed,  or  who  were  subject  to  the  alterna- 
tive minimum  tax  or  had  credits  that  re- 
duced their  tax  liability  to  zero,  were  re- 
quired to  include  in  income  in  a  later  year  a 
portion  of  the  amount  previously  deducted. 
The  intent  of  the  amendment  is  to  provide 
equity  to  taxpayers  in  these  situations  so 
that  an  amount  would  be  included  in 
income  only  if  the  taxpayers  derived  a  tax 
benefit  from  the  deduction  in  the  year  it 
was  taken.  It  is  not  intended  that  the  cur- 
rent .simplified  tax  benefit  computation  be 
changed  for  individual  taxpayers  who  re- 
ceive refunds  of  State  and  local  income 
taxes.  A  recomputation  of  the  tax  liability 
for  the  prior  year  is  expected  in  these  situa- 
tions only  if  the  taxpayer  had  no  taxable 
income  in  the  prior  year  or  was  subject  to 
the  alternative  minimum  tax  or  had  credits 
that  reduced  their  tax  liability  to  zero. 
Other  individual  taxpayers  receiving  re- 
funds of  State  and  local  income  taxes  must 
continue  to  follow  the  procedure  set  forth 
by  the  IRS  to  determine  whether  their 
refund  should  be  included  in  income.  This 
procedure  involves  a  comparison  of  the 
refund  amount  with  the  amount  by  which 
the  taxpayer"s  itemized  deductions  for  the 
prior  year  exceeded  the  zero  bracket 
amount  (standard  deduction).  The  lesser  of 
the  two  amounts  is  included  in  income  in 
the  current  year.  This  simple  procedure,  ef- 
fectively, produces  a  result  comparable  to 
that  obtained  by  the  more  complicated  re- 
computation  of  the  taxpayer's  tax  liability 
for  the  prior  year. 

6.  Low  interest  loans.— The  conference 
agreement  exempts  obligations  issued  by 
Israel  from  the  below-market  interest  rate 
provisions  of  section  7872  if  the  obligation  is 
payable  in  United  States  dollars  and  bears 
an  interest  rate  of  not  less  than  4  percent. 

c.  Related  party  transactions.— The  con- 
ference agreement  contains  the  provisions 
in  the  House  bill. 

d.  Federal  Home  Loan  Bank.— The  confer-  , 
ence  agreement  provides  that  the  earnings 
and  profits  of  the  Federal  Home  Loan  Bank, 
for  purposes  of  section  246(a)(2).  is  to  be  de- 
termined as  reported  in  its  annual  financial 
statement. 

e.  Luxury  vehicles  and  gas  guzzler  tax.— 
The  conference  agreement  includes  all  the 
provisions  common  to  both  bills.  In  addi- 
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tion.  the  conference  agreement  generally 
follows  the  House  bill  and  the  Senate 
amendment  in  utilizing  "unloaded  gross  ve- 
hicle weight"  for  purposes  of  both  the 
luxury  vehicles  and  gas  guzzler  tax  provi- 
sions. However,  the  conference  agreement 
follows  the  Senate  amendment  by  utilizing 
"gross  vehicle  weight"  for  purposes  of  the 
luxury  vehicles  provision,  with  respect  to 
trucks  and  vans.  The  conference  agreement 
follows  the  House  bill  as  to  the  effective 
date. 

The  conference  agreement  exempts  from 
the  gas  guzzler  tax  small  manufacturers 
who  lengthen  existing  automobiles. 

Life  insurance 

The  conference  agreement  follows  the 
Senate  amendment  except  for  the  following 
modifications. 

a.  Self-insured  death  benefits— The  provi- 
sion in  the  Senate  amendment  clarifying 
that  death  benefits  provided  under  a  self-in- 
sured church  plan  can  qualify  as  life  insur- 
ance is  not  adopted. 

6.  Early  withdrawal  tax  for  deferred  annu- 
ities—The clarification  in  the  Senate 
amendment  of  the  exceptions  to  the  5-per- 
cent additional  income  tax  for  premature 
distributions  from  deferred  annuity  con- 
tracts is  effective  for  contracts  issued  more 
than  6  months  after  the  date  of  enactment. 

c.  Early  withdrawal  tax  for  annuity  con- 
tracts.—An  exception  to  the  penalty  is  pro- 
vided in  the  case  of  annuity  contracts  that 
would  qualify  as  a  qualified  funding  asset 
under  a  structured  settlement  arrangement, 
were  the  liability  assigned. 

(t  Section  818ICJ  elections— The  Senate 
amendment  provision  relating  to  section 
818(c)  elections  of  companies  acquired 
during  1983  is  amended  to  provide  that  a 
section  338  election  may  be  made  with  re- 
spect to  such  an  acquired  company  during 
the  60-day  period  following  the  dale  of  en- 
actment: the  conferees  intend  no  inference 
as  to  the  effect  of  the  section  818(c)  election 
on  the  basis  of  assets  acquired  for  which  a 
section  338  election  is  made.  The  time  to 
make  an  election  under  section  818(c)  is  also 
extended. 

e.  Mortgage  life  insurance.— The  provision 
in  the  Senate  amendment  with  respect  to 
the  provision  relating  to  a  certain  mutual 
insurance  company  engaged  in  nonpartici- 
pating  mortgage  life  insurance  business  is 
not  adopted. 

/.  Group-term  life  insurance.— The  provi- 
sion in  the  Senate  amendment  relating  to  a 
grandfathered  group-term  life  insurance 
program  is  modified  to  provide  that  grand- 
father treatment  is  retained  with  respect  to 
any  employee  whose  benefits  do  not  in- 
crease under  the  plan. 

g.  Modified  coinsurance  grandfather.— 
Section  255  of  the  Tax  Equity  and  Fiscal 
Responsibility  Act  of  1982  repealed  section 
820  of  the  Code  relating  to  the  option  treat- 
ment of  modified  coinsurance  contracts  and 
adopted  a  grandfather  provision  with  re- 
spect to  the  treatment  of  modified  coinsur- 
ance contracts  for  taxable  years  prior  to 
1982.  Under  this  grandfather  rule,  any  de- 
termination as  to  whether  any  contract  met 
the  requirements  of  section  820  (before 
repeal)  (1)  was  to  be  made  solely  by  refer- 
ence to  the  terms  of  the  contract  and  (2) 
the  treatment  of  the  contract  was  made  in 
accordance  with  the  regulations  under  sec- 
tion 820  as  in  effect  on  December  31.  1981. 
Under  TEFRA,  such  contracts  were  grand- 
fathered except  in  the  event  of  fraud. 

The  Internal  Revenue  Service  has  recent- 
ly issued  "guidelines"  to  auditing  agents  in- 
structing them  to  raise  certain  issues  with 


respect  to  modified  coinsurance  contracts. 
The  guidelines  apply  to  taxable  years  prior 
to  1982  and  direct  agents  to  examine  two 
issues:  (1)  the  date  on  which  modified  coin- 
surance contracts  became  effective,  and  (2) 
the  rate  at  which  investment  income  was 
transferred  under  the  contracts. 

The  provision  clarifies  the  intent  of  Con- 
gress that,  for  taxable  years  prior  to  Janu- 
ary 1,  1982,  the  IRS  should  give  full  and 
complete  effect  to  the  terms  of  a  modified 
coinsurance  contract.  Accordingly,  under 
the  provision,  the  IRS  is  to  respect  the 
manner  in  which  the  terms  of  a  modified  co- 
insurance contract  have  been  reflected  on 
the  tax  return.  In  particular,  the  provision 
requires  the  IRS  to  recognize  the  invest- 
ment income  rate  terms  and  the  effective 
date  terms  stated  in  the  contract. 

h.  Prevention  of  double  proration.— An 
anti-double  proration  rule  applicable  to  life 
insurance  companies  with  property  and  cas- 
ualty insurance  subsidiaries  is  added  to  the 
life  insurance  anti-double  proration  rule  in 
the  Senate  amendment. 

t.  Variable  contracts  with  guarantees.— 
Certain  variable  life  insurance  contracts 
with  guarantees  are  treated  as  variable  con- 
tracts under  section  817  with  a  special  effec- 
tive date. 

j.  U.S.  branches  of  foreign  life  insurance 
companies.— Branches  of  foreign  life  insur- 
ance companies  are  not  included  in  the  de- 
termination of  the  50  largest  stock  compa- 
nies and  the  calculation  for  mutual  compa- 
nies. 

k.  High  surplus  mutual  rule.— The  rule  de- 
termining the  exce.ss  equity  base  for  a  high 
surplus  mutual  company  is  modified  to 
apply  where  the  exce.ss  equity  base,  for  its 
first  taxable  year  beginning  in  1984,  as  de- 
termined under  sec.  809(i)(2)(D)  of  the 
Code,  is  no  more  than  $175,100,000. 

I.  Suspension  of  audits,  time  to  file  peti- 
tion and  interest  and  penallies.—The  time 
to  file  a  petition  in  Tax  Court,  the  initiation 
and  continuation  of  audits,  and  the  running 
of  interest  and  the  collection  of  penalties,  is 
suspended  for  a  period  ending  August  16, 
1987  with  respect  to  certain  self-insured 
workers  compensation  funds. 

m.  Adjustment  to  earnings  and  profits  for 
fresh  start  adjustment.— The  provision  in 
the  Senate  amendment  is  modified  to  allow 
an  additional  company  to  elect  to  take  the 
fresh  start  adjustment  into  account  in  1985 
for  earnings  and  profits. 
Private  foundations 

The    conference    agreement    follows    the 
Senate  amendment. 
Simplification 

Except  as  provided  below  with  respect  to 
the  treatment  of  alimony,  the  conference 
agreement  follows  the  Senate  amendment. 
Alimony 

The  conference  agreement  revises  the 
front-loading  alimony  rules  of  section  71(f). 
Under  the  conference  agreement,  if  the  ali- 
mony payments  in  the  first  year  exceed  the 
average  payments  in  the  second  and  third 
year  by  more  than  $15,000,  the  excess 
amounts  are  recaptured  in  the  third  year  by 
requiring  the  payor  to  include  the  excess  in 
income  and  allowing  the  payee  who  previ- 
ously included  the  alimony  in  income  a  de- 
duction for  that  amount  in  computing  ad- 
justed gross  income.  A  similar  rule  applies 
to  the  extent  the  payments  in  the  second 
year  exceed  the  payments  in  the  third  year 
by  more  than  $15,000.  This  rule  is  intended 
to  prevent  persons  whose  divorce  occurs 
near  the  end  of  the  year  from  making  a  de- 
ductible property  settlement  at  the  begin- 


ning of  the  next  year.  Recapture  is  not  re- 
quired if  either  party  dies  or  if  the  payee 
spouse  remarries  by  the  end  of  the  calendar 
year  which  is  two  years  after  the  payments 
began  and  payments  cease  by  reason  of  that 
event.  Also  the  rule  does  not  apply  to  tem- 
porary support  payments  (described  in  sec. 
71(b)(2)(C))  or  to  payments  which  fluctuate 
as  a  result  of  a  continuing  liability  to  pay, 
for  at  least  three  years,  a  fixed  portion  or 
portions  of  income  from  the  earnings  of  a 
business,  property  or  services. 

Thus,  for  example,  if  the  payor  makes  ali- 
mony payments  of  $50,000  in  the  first  year 
and  no  payments  in  the  second  or  third 
year,  $35,000  will  be  recaptured  (assuming 
none  of  the  exceptions  apply).  If  instead  the 
payments  are  $50,000  in  the  first  year. 
$20,000  in  the  second  year  and  nothing  in 
the  third  year,  the  recapture  amount  will 
consist  of  $5,000  from  the  second  year  (the 
excess  over  $15,000)  plus  $27,500  for  the 
first  year  (the  excess  of  $50,000  over  the 
sum  of  $15,000  plus  $7,500).  (The  $7,500  is 
the  average  payments  for  years  two  and 
three  after  reducing  the  payments  by  the 
$5,000  recaptured  from  year  two.) 

This  new  provision  will  generally  apply  to 
divorce  or  support  decrees  and  agreements 
executed  after  1986.  The  provision  will  also 
apply  with  respect  to  the  modification  of  a 
prior  instrument  where  the  modified  instru- 
ment expressly  so  provides. 

In  addition,  the  conference  agreement  de- 
letes the  requirement  that  the  divorce  in- 
strument specifically  state  there  is  no  liabil- 
ity to  make  payments  after  death.  The  con- 
ference agreement  also  reduces  the  recap- 
ture period  to  three  years  for  those  divorce 
decrees  and  agreements  not  covered  by  the 
amendment  described  above. 

Welfare  benefit  plan  provisions 

The  conference  agreement  follows  the 
Senate  amendment  with  the  following  ex- 
ceptions: 

a.  Definition  of  fund.— The  conference 
agreement  follows  the  House  bill  with  the 
following  modifications: 

The  conference  agreement  also  modifies 
the  exclusion  from  the  term  "fund"  for 
amounts  held  by  an  insurance  company 
under  certain  "qualified,  nonguaranteed  in- 
surance contracts,"  A  qualified,  nonguaran- 
teed insurance  contract  is  defined  as  an  in- 
surance contract  (including  a  reasonable 
premium  stabilization  reserve)  under  which 
( 1 )  there  is  not  a  guarantee  of  a  renewal  of 
the  contract  at  guaranteed  premium  rates, 
and  (2)  other  than  current  insurance  protec- 
tion, the  only  payments  to  which  the  em- 
ployer or  employees  are  entitled  under  the 
contract  are  refunds  or  policy  dividends 
that  are  not  guaranteed,  that  are  experi- 
ence rated  and  that  are  determined  by  fac- 
tors other  than  the  amount  of  welfare  bene- 
fits paid  to  (or  on  behalf  of)  the  employees 
of  the  employer  or  their  beneficiaries. 

Thus,  under  the  conference  agreement, 
amounts  that  are  held  by  an  insurance  com- 
pany for  an  employer  generally  are  not  to 
be  treated  as  a  fund  to  the  extent  that  the 
amounts  are  subject  to  a  significant  current 
risk  of  economic  loss  that  is  determined,  in 
part,  by  factors  other  than  the  amount  of 
welfare  benefits  paid  to  (or  on  behalf  of) 
the  employees  of  the  employer.  Experience 
refunds  or  policy  dividends  are  determined 
by  additional  factors  where  they  reflect  a 
charge  for  pooling  of  large  individual 
claims,  where  the  insurance  company's  re- 
tention reflects  a  risk  charge  related  to  the 
insurers  actual  or  anticipated  experience 
under  the  class  of  business  to  which  the 
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contract  belongs,  or  where  the  claims  expe- 
rience of  other  policyholders  is  otherwise 
taken  into  account.  For  example,  an  addi- 
tional factor  is  present  where  the  experi- 
ence refund  or  policy  dividend  is  based  on 
the  experience  of  a  single  employer  togeth- 
er with  a  risk  charge  that  is  intended  to 
assess  the  employer  for  an  appropriate 
share  of  the  insurance  company's  anticipat- 
ed losses  under  policies  where  claims  and 
expenses  exceed  premiums  collected.  The 
conferees  do  not  intend,  however,  that  a  de 
minimis  ri$k  charge  on  its  own  will  be  suffi- 
cient to  create  a  significant  risk  of  economic 
loss. 

The  conferees  emphasize  that,  in  prescrib- 
ing regulations  relating  to  the  definition  of 
a  fund,  the  Treasury  Department  is  to  take 
into  account  that  the  principal  purpose  of 
the  provision  is  to  prevent  employers  from 
taking  premature  deductions  for  expenses 
that  have  not  yet  been  incurred.  To  the 
extent  that  the  temporary  and  proposed 
regulations  could  be  interpreted  to  include 
in  the  definition  of  a  fund  certain  experi- 
ence-rated insurance  arrangements  with  a 
significant  current  risk  of  economic  loss,  the 
conferees  do  not  believe  that  the  regula- 
tions implemented  this  purpose.  The  confer- 
ees believe  that  significant  premature  de- 
ductions do  not  occur  with  respect  to  experi- 
ence-rated group  insurance  because  of  the 
element  of  insurance  risk  transferred  to  the 
insurance  company.  Thus,  by  excluding 
qualified  nonguaranteed  insurance  con- 
tracts from  the  definition  of  a  fund,  the 
conference  agreement  makes  clear  that  typ- 
ical group  insurance  arrangements  are  not 
to  be  made  subject  to  the  welfare  benefit 
fund  provisions  through  regulations.  In  ad- 
dition, the  conferees  reiterate  that  any  reg- 
ulations defining  the  term  "fund"  should 
take  into  account  that  the  principal  purpose 
of  the  provision  is  to  prevent  premature  de- 
ductions by  employers. 

b.  Employee  pay-all  VEBAs.— The  Senate 
amendment  exempts  certain  employee  pay- 
all  VEBAs  with  at  least  50  employees  from 
the  welfare  benefit  fund  provisions  if  the 
amount  of  any  refund  or  rebate  to  an  em- 
ployee is  determined  by  factors  other  than 
the  employee's  experience.  Under  the  con- 
ference agreement,  an  employee  pay-all 
VEBA  is  not  considered  to  fail  to  qualify  for 
this  exemption  merely  because  an  employ- 
ee's refund  or  rebate  may  vary  depending 
upon  the  number  of  years  the  employee 
contributed  to  the  fund.  For  example,  if  a 
VEBA  provides  a  set  employee  contribution 
rate  that  applies  for  3  years,  the  mere  faict 
that  an  employee  who  contributes  for  3 
years  may  receive  a  larger  refund  or  rebate 
than  an  employee  who  contributes  for  less 
than  3  years  does  not  cause  the  fund  to  fail 
to  meet  the  requirements  for  exemption  as 
long  as  there  is  a  significant  current  risk  of 
economic  loss  (i.e..  the  amount  of  the 
refund  or  rebate  is  also  determined  by  fac- 
tors other  than  any  employee's  experience). 

c.  Unfunded  deferred  compensation.— The 
provision  in  the  Senate  amendment  clarify- 
ing that  the  deductibility  of  deferred  com- 
pensation is  governed  by  section  404  if  the 
amounts  would,  but  for  section  404.  other- 
wise be  deductible  under  any  other  provi- 
sion is  modified  to  apply  also  for  purposes 
of  determining  the  deductibility  of  foreign 
deferred  compensation  (sec.  404 A)  and  for 
purposes  of  the  welfare  benefit  fund  provi- 
sions. 

d.  Accrued  vacation  pay.— The  transition 
rule  for  accrued  vacation  pay  applies  in  the 
case  of  a  fully  vested  vacation  pay  plan 
under  which  the  vacation  pay  is  expected  to 


be  paid  (or  is  in  fact  paid)  within  12  months 
following  the  close  of  the  employer's  tax- 
able year. 

Pension  plan  provisions 

The  conference  agreement  follows  the 
Senate  amendment  with  the  following  ex- 
ceptions. 

a.  Tax-sheltered  annuities.— The  provision 
in  the  House  bill  requiring  that  distribu- 
tions commence  under  a  tax -sheltered  annu- 
ity no  later  than  when  the  employee  attains 
age  70  Va  is  adopted. 

b.  Estate  tax  exclusion.— The  provision 
modifying  the  grandfather  rule  relating  to 
the  repeal  in  the  Act  (and  the  reduction  in 
TEPRA)  of  the  estate  tax  exclusion  for  pen- 
sion benefits  is  further  modified  to  provide 
that  the  grandfather  rule  is  also  available 
for  individuals  who  separated  from  service 
before  January  1.  1985,  with  respect  to  sec- 
tion 525(b)(2)  of  the  Act,  or  before  January 
1,  1983,  with  respect  to  section  245(c)  of 
TEFRA,  elected  a  form  of  benefits  to  be 
paid  in  the  future,  and  who  was  not  in  pay 
status  as  of  the  applicable  dates. 

c.  Multiemployer  Pension  Plan  Amend- 
ments Act  effective  date.— The  change  in  the 
effective  date  of  the  Multiemployer  Pension 
Plan  Amendments  Act  of  1980  with  respect 
to  a  certain  employer  is  modified  to  change 
the  effective  date  from  January  12.  1982.  to 
January  16.  1982.  and  from  May  16.  1980,  to 
May  14.  1980,  in  the  case  of  another  employ- 
er. 

Fringe  benefit  provisions 

The  conference  agreement  follows  the 
Senate  amendment  with  the  following  ex- 
ceptions: 

a.  Working  condition  fringe.— The  confer- 
ence agreement  adopts  the  clarification  in 
the  legislative  history  of  the  House  bill  that 
the  application  of  the  product  testing  provi- 
sion for  purposes  of  the  working  condition 
fringe  benefit  exclusion  in  the  case  of  auto- 
mobile testing  is  not  violated  if  the  employ- 
er charges  the  employee  a  reasonable 
amount  for  any  personal  use  of  the  automo- 
bile as  long  as  all  of  the  other  requirements 
are  satisfied. 

b.  Automobile  salesmen.— The  conference 
agreement  adopts  the  clarification  in  the 
legislative  history  of  the  House  bill  relating 
to  the  working  condition  fringe  benefit  rule 
for  full-time  automobile  salesmen. 

c.  De  minimis  fringe.— The  conference 
agreement  adopts  the  provision  in  the  legis- 
lative history  of  the  Senate  bill  clarifying 
the  applicability  of  the  de  minimis  fringe 
benefit  exclusion  to  the  provision  of  public 
transit  passes. 

d.  Qualified  tuition  reduction.— The  con- 
ference agreement  adopts  the  House  bill 
provision  relating  to  an  exception  to  the 
rules  relating  to  qualified  tuition  reductions 
for  certain  students. 

ESOPs.— The  conference  agreement  fol- 
lows the  Senate  amendment,  with  certain 
modifications.  The  agreement  clarifies  that, 
for  purposes  of  section  1042  (relating  to  cer- 
tain sales  of  stock  to  an  ESOP).  in  comput- 
ing whether  lineal  descendants  of  a  selling 
taxpayer  have  been  allocated  more  than  5 
percent  of  the  employer  securities  attributa- 
ble to  a  sale  to  which  section  1042  applies, 
all  employer  securities  sold  to  the  ESOP  by 
the  taxpayer  which  are  eligible  for  nonrec- 
ognition  treatment  are  taken  into  account. 

The  requirement  under  section  1042  that 
certain  individuals  not  be  allocated  employ- 
er securities  attributable  to  a  sale  to  which 
the  section  applies,  or  amounts  in  lieu 
thereof,  is  not  intended  to  apply  to  amounts 
which  are  provided  to  the  individual  outside 


of  a  qualified  plan,  for  example,  through  a 
non-qualified  deferred  com[>ensation  agree- 
ment. 

In  addition,  the  conference  agreement 
clarifies  that  an  insurance  company  is  treat- 
ed as  an  operating  corporation  for  purposes 
of  determining  whether  property  qualifies 
as  qualified  replacement  property  under  sec- 
tion 1042. 

The  conference  agreement  adopts  the  pro- 
vision in  the  Senate  amendment  which  per- 
mits a  plan  sponsored  by  a  corporation 
whose  bylaws  or  charter  restrict  the  owner- 
ship of  substantially  all  outstanding  em- 
ployer securities  to  employees  or  certain 
trusts  to  distribute  employer  securities  in 
certain  cases.  The  conferees  intend  that,  if 
such  a  plan  does  distribute  employer  securi- 
ties, the  distribution  requirements  and  put 
option  requirements  generally  applicable  to 
ESOPs  (except  for  the  requirement  that  the 
employee  has  a  right  to  demand  that  the 
distribution  be  paid  in  employer  securities) 
will  apply  to  the  distribution. 

Under  the  conference  agreement,  a  deduc- 
tion is  allowed  for  certain  dividends  paid  on 
employer  stock  held  by  an  ESOP.  even  if 
the  stock  is  not  yet  allocated  to  participant 
accounts.  The  Treasury  is  empowered  to  dis- 
allow deductions  for  dividends  paid  on  stock 
held  by  an  ESOP  if  the  dividend  constitutes, 
in  substance,  the  evasion  of  taxation.  The 
conferees  intend  that  the  deduction  is  to  be 
allowed  only  with  respect  to  reasonable  divi- 
dends. 

Further,  the  conference  agreement  pro- 
vides that  market  discount  is  not  created  by 
reason  of  the  basis  adjustment  resulting 
from  the  rollover  provision  for  the  sale  of 
stock  to  an  ESOP. 

Miscellaneous  employee  benefit  provisions 

The  conference  agreement  follows  the 
House  bill. 

Tax-exempt  bonds 

The  conference  agreement  contains  the 
provisions  in  the  House  bill  and  also  the 
provisions  in  the  Senate  amendment,  with  a 
modification  providing  that  the  sunset  date 
for  the  exception  from  the  private  loan 
bond  restriction  is  August  15.  1986.  The  con- 
ferees wish  to  restate  that  the  provision  of 
the  House  bill  with  regard  to  the  specificity 
required  for  certain  volume  cap  carryfor- 
ward elections  is  to  be  self-implementing 
rather  than  an  authorization  of  Treasury 
action. 

Miscellaneous  provisions 

The  conference  agreement  contains  the 
provisions  in  the  House  bill  and  also  con- 
tains the  provisions  in  the  Senate  amend- 
ment. 

Partnership  audit  provision 

The  conference  agreement  coordinates 
the  Tax  Court  deficiency  procedures  with 
respect  to  partner  level  determinations  aris- 
ing from  a  partnership  proceeding  with  the 
deficiency  procedures  applicable  to  the  tax- 
payer from  items  unrelated  to  a  partnership 
proceeding. 

Windfall  profit  tax  provision 

The  House  bill  and  the  Senate  amend- 
ment clarify  that  the  term  'newly  discov- 
ered oil"  includes  production  from  a  proper- 
ty so  long  as  not  more  than  2.200  barrels 
was  produced  from  the  property  in  1978  and 
no  well  on  the  property  was  in  production 
for  more  than  72  hours  during  that  year 
(whether  or  not  the  oil  was  sold).  For  pur- 
poses of  this  test,  a  dual  completion  well 
shall  be  treated  as  two  separate  wells,  i.e.. 
one  well  for  each  horizon.  This  provision  is 
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intended  to  clarify  the  "test  well"  exception 
described  in  the  Conference  Report  accom- 
panying the  Crude  Oil  Windfall  Profit  Tax 
Act  of  1980.  No  inference  is  intended  as  to 
the  application  of  similar  principles  in  areas 
other  than  section  4991(e)(2). 

Socio/  Security.  Medicare.  AFDC.  Child 
Support.  SSI.  Social  Services 

Social  Security  amendmerits 

The  conference  agreement  follows  the 
Senate  amendment. 

Re7>ocation  of  certain  church  elections 

It  is  intended  that  the  regulations  allow- 
ing a  church  or  qualified  church-controlled 
organization  to  revoke  an  election  made 
under  Code  section  3121(w)(2)  are  to  pro- 
vide that  any  such  revocation  is  not  to  be  ef- 
fective prior  to  January  1,  1987.  unless  such 
electing  church  or  organization  had  with- 
held and  paid  over  all  employment  taxes 
due,  as  if  such  election  had  never  been  in 
effect,  during  the  period  from  the  stated  ef- 
fective date  of  the  election  l)eing  revoked 
through  December  31,  1986. 

Medicare 

The  conference  agreement  follows  the 
Senate  amendment. 

AFDC  and  child  support 

The  conference  agreement  is  as  follows. 

o.  Stepparent  work  disregard.— The  con- 
ference agreement  follows  the  Senate 
amendment,  which  repeals  the  authority  for 
a  lower  disregard  in  the  case  of  part-time 
employment  effective  October  1.  1984. 

b.  Standard  filing  unit.— The  conference 
agreement  includes  that  portion  of  the 
Senate  amendment  which  clarifies  that  the 
standard  filing  unit  provision  applies  to  the 
AFDC-UP  program.  The  change  is  effective 
October  1.  1984.  The  agreement  does  not  in- 
clude that  portion  of  the  Senate  amend- 
ment concerning  Title  II  benefits  and  cer- 
tain child  support  payments.  No  inference  is 
intended  with  regard  to  current  Federal  reg- 
ulations implementing  section  402(a)(38)  of 
the  Social  Security  Act. 

c.  Definition  of  minor  parent.— The  con- 
ference agreement  follows  the  Senate 
amendment,  which  clarifies  that  the  defini- 
tion of  minor  parent  is  based  only  on  age. 
not  on  school  attendance.  The  agreement 
also  clarifies  that  to  be  considered  a  minor 
parent,  an  individual  must  be  under  18  years 
of  age. 

d.  Treatment  of  foster  care  payments.— 
The  conference  agreement  follows  the 
Senate  amendment  which  clarifies  that  a 
child  receiving  foster  care  maintenance  pay- 
ments shall  not  be  considered  a  member  of 
the  family  when  determining  AFDC  eligibil- 
ity and  benefits.  ^ 

e.  Distribution  of  child  support  collec- 
tions.—The  conference  agreement  follows 
the  Senate  amendment  which  clarifies  that 
the  rules  regarding  distribution  of  child  sup- 
port collections  apply  to  child  support  paid 
as  a  result  of  a  court  order  or  an  administra- 
tive order. 

General  Social  Security  Act  provisions. 
SSI  and  Social  Services 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment. 

Effective  Date  of  Social  Security  Act 
Amendments 

The  conference  agreement  follows  the 
House  bill  and  the  Senate  amendment.  With 
regard  to  those  amendments  with  an  effec- 
tive date  of  October  1 ,  1984,  paragraphs  ( 1 ). 
(2).  (3)  and  (9)  of  section  1883(b)  of  the 
Senate  amendment,  no  State  shall  be  con- 
sidered to  have  failed  to  comply  with  the 


Social  Security  Act  or  to  have  made  over- 
payments or  underpayments  by  reason  of  its 
compliance  or  noncompliance  with  these 
amendments  for  the  period  beginning  Octo- 
ber 1.  1984  and  ending  on  the  day  preceding 
the  date  of  enactment  of  this  Act. 

Unemployment  compensation 

The    conference    agreement    follows    the 
House  bill  and  the  Senate  amendment. 
Trade  and  tariff  programs 

The  conference  agreement  includes  the 
provisions  in  the  House  bill  and  also  in- 
cludes the  provisions  in  the  Senate  amend- 
ment, with  a  further  explanation  of  the 
Senate  amendment  relating  to  overtime 
charges  for  inspectional  services  of  the  Fed- 
eral Government.  The  conference  agree- 
ment clarified  that  this  amendment  relating 
to  overtime  charges  is  intended  to  reinstate 
the  limit  on  weekend  and  holiday  overtime 
charges  for  private  aircraft  and  others  not 
benefitting  from  the  inspectional  overtime 
account  funded  through  the  customs  u.ser 
fees. 

The  conference  agreement  also  adds  the 
following  amendments. 

a.  Customs  user  fees 

(1)  Vessels,  barges,  bulk  carriers  and 
ferrys.—A  cap  of  $5,955  is  placed  on  the  fees 
charged  for  the  arrival  of  any  commercial 
vessel  of  more  than  100  net  tons  in  'the 
United  States.  The  conferees  believe  that 
this  cap  is  appropriate  in  light  of  a  cap  al- 
ready in  place  on  the  arrival  of  trucks  and 
rail  cars.  This  cap  on  vessel  fees  is  computed 
on  the  basis  of  fifteen  arrivals  per  year.  The 
conferees  intend  the  fee  on  commercial  ves- 
sels to  be  applicable  to  each  arrival  at  a  U.S. 
port  regardless  of  whether  these  arrivals 
occur  as  a  series  of  calls  at  U.S.  ports  on  the 
same  trip  or  on  several  trips. 

A  lower  user  fee  of  $100  on  barges  and 
bulk  carriers  arriving  from  Canada  and 
Mexico  is  provided  in  light  of  the  fact  that 
such  vessels  compete  with  trucks  and  rail 
cars  arriving  by  land  from  Canada  and 
Mexico,  which  are  subject  to  much  lower 
user  fees.  A  cap  of  $1,500.  also  representing 
fifteen  arrivals,  has  been  placed  on  the 
annual  total  of  the  user  fees  which  such 
barges  and  bulk  carriers  arriving  from  con- 
tiguous countries  must  pay. 

Regardless  of  which  fee  may  be  applicable 
during  the  calendar  year,  no  barge  or  bulk 
carrier  shall  be  liable  for  more  than  the 
$5,955  annual  cap  applicable  to  vessels. 

The  conference  agreement  exempts  tug- 
boats from  the  application  of  any  vessel 
fees.  This  exemption  is  intended  to  prevent 
the  Customs  Service  from  applying  the 
vessel  user  fee  to  a  tugboat  which  provides 
propulsion  to  barges  or  merely  accompanies 
vessels  which  are  themselves  subject  to  a 
user  fee.  This  exception  does  not  apply  to 
tugboats  which  are  not  being  used  as  tug- 
boats at  the  time  of  arrival. 

The  conference  agreement  contains  a  defi- 
nition of  the  term  ferry  for  the  purposes  of 
the  exemption  from  the  user  fee  applicable 
to  commercial  vessels  of  over  100  net  tons. 
For  purposes  of  this  exemption,  a  ferry  in- 
cludes a  vessel  which  transports  passengers, 
vehicles,  or  railroad  cars  or  any  combination 
thereof,  for  distances  of  300  miles  or  less. 
While  such  a  ferry  is  exempted  from  the 
fee,  trucks  or  railroad  cars  carried  by  such  a 
ferry  would  be  subject  to  the  applicable  fee. 
In  the  case  of  commercial  vessels  subject  to 
the  user  fee  which  transport  vehicles  or  rail 
cars  there  shall  be  no  fee  assessed  on  the  ve- 
hicles or  rail  cars. 

The  conferees  note  that  some  vessel  oper- 
ators have  proposed  the  consolidation  of  all 


vessel  fees  into  a  single  fee.  The  conferees 
expect  the  Customs  Service  to  study  all  fees 
now  applicable  to  vessels  entering  U.S.  ports 
in  an  effort  to  determine  whether  a  simpler 
and  more  efficient  method  can  be  proposed 
in  administering  these  fees.  The  conferees 
expect  the  Customs  Service  to  confer  with 
the  Finance  and  Ways  and  Means  Commit- 
tees in  an  effort  to  resolve  this  problem. 

(2)  Passenger  fees.— The  conference  agree- 
ment clarifies  that  the  exemption  from  the 
$5  fee  applicable  to  passengers  arriving  on 
commercial  aircraft  and  vessels  also  ex- 
empts passengers  originating  in  the  U.S. 
who  transit  only  those  locations  to  which 
the  exemption  applies,  prior  to  reentering 
the  U.S.  The  conferees  further  provided 
that  overtime  for  customs  inspections  may 
not  be  charged  at  U.S.  Customs  pre-clear- 
ance  facilities  overseas. 

(3)  Railroad  cars.— The  conference  agree- 
ment provides  for  a  $7.50  fee  on  the  arrival 
of  each  rail  car  carrying  passengers  or 
freight  and  eliminates  the  fee  on  empty  rail- 
road cars. 

(4)  Customs  brokers.— The  conferees  clari- 
fied that  the  annual  fee  for  the  issuance  of 
a  broker  permit  is  to  be  prorated  so  that  the 
applicable  fee  in  1986  would  be  one-half  the 
annual  fee.  based  on  the  July,  1986  effective 
date  of  the  fee.  The  Customs  Service  is  re- 
quired to  provide  60  days  notice  of  the  due 
date  for  the  fee,  and  is  barred  from  revoking 
a  delinquent  broker's  permit  absent  such 
notice. 

b.  Customs  broker's  freight  forwarding 

The  conferees  also  clarified  Congressional 
intent  with  respect  to  the  compensation  of 
customs  brokers  for  certain  services.  The 
conference  agreement  provides  licensed  cus- 
toms brokers,  when  performing  ocean 
freight  forwarder  services  on  export  ship- 
ments from  the  United  States,  with  the  ben- 
efits of  the  right  of  independent  action  with 
respect  to  the  level  of  forwarder  compensa- 
tion in  a  shipping  conference's  freight 
tariff.  Under  present  law,  a  conference  may 
prohibit  its  members  from  taking  independ- 
ent action  on  forwarder  compensation.  This 
amendment  makes  clear  that  a  conference 
must  allow  its  members  to  take  independent 
action  on  compensation  to  the  extent  that 
compensation  is  or  will  be  paid  to  a  forward- 
er who  is  also  a  licensed  customs  broker 
under  the  Tariff  Act  of  1930. 

This  provision  also  benefits  customs  bro- 
kers when  they  act  in  the  capacity  of  a  li- 
censed freight  forwarder  on  shipments  ex- 
ported from  the  United  States.  Despite  the 
requirement  of  current  law  that  conferences 
not  deny  forwarders  a  reasonable  percent- 
age of  the  carrier's  freight  charges  as  com- 
pensation for  the  forwarder's  service,  some 
conferences  are  limiting  forwarders'  com- 
pensation to  a  percentage  of  some,  but  not 
all,  of  the  rates  and  charges  assessed  against 
the  cargo  in  their  tariffs.  The  purpose  of 
this  amendment  is  to  make  clear  that  when 
compensation  is  paid  to  a  forwarder  who  is 
also  a  licensed  customs  broker,  the  compen- 
sation must  be  based  on  all  the  freight 
charges,  including,  but  not  limited  to,  sur- 
charges, handling  charges,  service  charges, 
terminal  charges,  supplements,  currency  ad- 
justment factors,  and  any  and  all  other 
charges  required  to  be  paid  by  the  shipper 
or  consignee  under  the  tariff. 

These  amendments  do  not  in  any  way 
modify  or  diminish  the  existing  scope  or 
protections  of  the  Shipping  Act  of  1984  as 
applied  to  ocean  freight  forwarders  in  gen- 
eral. Their  sole  purpose  is  to  impose  addi- 
tional requirements  on  conferences  or  carri- 
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er  groups  in  their  concerted  dealings  with 
forwarders  who  are  also  licensed  customs 
brokers. 

c.  Foreign  trade  zones 

The  fifth  proviso  of  section  81c.  of  the 
Foreign  Trade  Zones  Act  of  1934.  as  amend- 
ed, prohibits  operations  involving  the  use  of 
certain  domestic  merchandise  in  foreign 
trade  zones.  The  purpose  of  this  provision 
was  to  prevent  internal  revenue  taxes  from 
being  avoided  by  the  use  of  foreign  trade 
zones.  However,  the  provision  also  has  pre- 
vented the  use  of  domestic  merchandise  on 
which  there  are  no  internal  revenue  taxes 
or  on  which  all  internal  revenue  taxes  have 
been  paid. 

The  conference  agreement  permits  domes- 
tic merchandise  on  which  all  internal  reve- 
nue taxes,  if  any.  have  been  paid  to  be  used 
in  manufacturing  or  production  in  foreign 
trade  zones.  The  change  is  revenue  neutral 
but  removes  the  current  bias  in  favor  of  new 
investments  being  placed  in  foreign  coun- 
tries, thus  putting  on  an  equal  footing  in 
this  regard,  investments  made  within  the 
United  States.  This  is  not  a  vehicle  to  pro- 
vide for  redistillation  of  imported  spirits 
subsequently  removed  (admitted)  to  a  zone 
for  use  in  the  manufacture  of  articles.  The 
right  of  U.S.  Customs  and  other  govern- 
ment officials  to  inspect  and  audit  zone  op- 
erations will  insure  the  enforcement  of  this 
prohibition. 

d.  Marking  of  pipes,  tubes  and  fittings 
The  conference  agreement  clarifies  that 

the, exception  for  marking  through  the  tag- 
ging of  containers  or  bundles  for  small  di- 
ameter pipes  and  tubes  also  applies  to  small 
diameter  fittings. 
The  Retirement  Equity  Act  of  1984 

The  conference  agreement  follows  the 
Senate  amendment  except  as  follows. 

a.  Simplified  employee  pensions.— TUe 
provision  in  the  Senate  amendment  relating 
to  participation  requirements  under  simpli- 
fied employee  pensions  is  effective  for  plan 
years  beginning  after  the  date  of  enact- 
ment. 

6.  Spousal  consent— The  provision  relat- 
ing to  spousal  consent  to  changes  in  benefit 
form  Is  effective  for  plan  years  beginning 
after  the  date  of  enactment. 

c.  Annuity  starling  date.— Under  the  con- 
ference agreement,  in  the  case  of  benefits 
payable  In  the  form  of  an  annuity,  the  an- 
nuity starting  date  is  the  first  day  of  the 
first  period  for  which  an  amount  Is  payable 
as  an  annuity,  regardless  of  when  or  wheth- 
er payment  Is  actually  made.  For  example,  a 
participant  Is  to  begin  receiving  annuity 
payments  on  the  first  day  of  the  month  fol- 
lowing the  participants  sixtieth  birthday. 
After  that  date,  but  before  any  annuity  pay- 
ments are  actually  made,  the  participant 
dies.  The  annuity  starting  date  Is  the  first 
day  of  the  month  following  the  partici- 
pant's sixtieth  birthday. 

Under  the  conference  agreement,  in  the 
case  of  benefits  not  payable  as  an  annuity, 
the  annuity  starting  date  Is  the  date  on 
which  all  events  have  occurred  which  enti- 
tle the  participant  to  a  benefit  (e.g.,  separa- 
tion from  service,  applicable  consent  to  pay- 
ment). 

d.  Qualified  domestic  relations  orders.— 
Under  present  law.  a  domestic  relations 
order  is  not  a  qualified  domestic  relations 
order  ("QDRO")  if  such  order  requires  a 
plan  to  provide  any  type  or  form  of  benefit, 
or  any  option,  not  otherwise  provided  under 
the  plan.  Thus,  an  order  generally  consti- 
tutes a  QDRO  If  it  provides  that  payments 
attributable  to  a  participants  benefits  are 


to  begin  before  the  participant  separates 
from  service  and  becomes  eligible  for  a  dis- 
tribution. As  an  exception  to  the  rule, 
present  law  provides  that  a  QDRO  may  re- 
quire that  an  alternate  payee  commence  re- 
ceiving payments  on  or  after  the  date  that 
the  participant  attains  the  earliest  retire- 
ment age  under  the  plan,  even  if  the  partici- 
pant has  not  yet  separated  from  service. 

Under  the  conference  agreement,  the  defi- 
nition of  "earliest  retirement  age"  for  pur- 
poses of  the  QDRO  provisions  in  the  case  of 
a  defined  contribution  plan  or  a  defined 
benefit  plan  is  the  earlier  of:  ( 1 )  the  earliest 
date  benefits  are  payable  under  the  plan  to 
the  participant,  and  (2)  the  later  of  the  date 
th^  participant  attains  age  50  and  the  date 
on  which  the  participant  could  obtain  a  dis- 
tribution from  the  plan  if  the  participant 
separated  from  service. 

For  example.  In  the  case  of  a  plan  which 
provides  for  payment  of  benefits  upon  sepa- 
ration from  service  (but  not  before  then), 
the  earliest  date  on  which  a  QDRO  can  re- 
quire payments  to  an  alternate  payee  to 
begin  Is  the  date  the  participant  separates 
from  service.  A  QDRO  could  also  require 
such  a  plan  to  begin  payments  to  an  alter- 
nate payee  when  the  participant  attains  age 
50.  even  if  the  participant  has  not  then  sep- 
arated from  service.  The  amount  payable 
under  a  QDRO  following  the  participants 
earliest  retirement  age  cannot  exceed  the 
amount  which  the  participant  is  (or  would 
be)  entitled  to  receive  at  such  time.  For  ex- 
ample, assume  that  a  profit-sharing  plan 
provides  that  a  participant  may  withdraw 
some,  but  not  all,  of  the  participant's  ac- 
count balance  before  separation  from  serv- 
ice. A  QDRO  may  provide  for  pavment  to 
an  alternative  payee  up  to  tht  amount 
which  the  participant  may  withdraw . 

A  plan  may  provide  for  payment  i  o  an  al- 
ternate payee  prior  to  the  earliest  retire- 
ment age  as  defined  under  the  com  -rence 
agreement. 

The  conference  agreement  adopts  th  ■  pro- 
visions in  the  Senate  amendment  with 
regard  to  procedures  during  the  18-month 
period.  If  a  plan  administrator  determines 
that  a  domestic  relations  order  is  defective 
before  the  expiration  of  the  18-month  sus- 
pension period,  the  conference  committee 
intends  that  the  plan  administrator  may 
delay  payment  of  a  participant's  benefit 
until  the  expiration  of  the  18-month  period 
if  the  plan  administrator  has  notice  that 
either  party  Is  attempting  to  rectify  any  de- 
ficiencies In  the  order. 

Similarly,  the  committee  intends  that  the 
plan  administrator  may  delay  payment  of 
benefits  for  a  reasonable  period  of  time  if 
the  plan  administrator  receives  notice  that 
a  domestic  relations  order  is  being  sought. 
For  example,  a  participant  in  a  profit-shar- 
ing plan  which  is  exempt  from  the  survivor 
benefit  rules  requests  a  lump  sum  distribu- 
tion from  the  plan.  Before  the  distribution 
is  made,  the  plan  administrator  receives 
notice  that  the  participant's  spouse  Is  seek- 
ing a  domestic  relations  order.  The  plan  ad- 
ministrator may  delay  payment  of  benefits. 

e.  Loans  to  owner-employees.-The  confer- 
ence agreement  adopts  the  provision  in  the 
House  bill  regarding  loans  to  owner-employ- 
ees from  qualified  plans. 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  ofl98S  f  COBRA  J 

Continuing  health  care 

The  conference  agreement  adopts  the  fol- 
lowing technical  corrections  to  the  continu- 
ing health  care  provisions  of  COBRA. 

a.  Notification  requirement.— The  confer- 
ence agreement  establishes  a  60-day  notifi- 


cation period  for  divorced  or  legally  separat- 
ed spouses  of  covered  employees,  or  depend- 
ent children  ceasing  to  be  dependent  chil- 
dren under  the  generally  applicable  require- 
ments of  the  plan,  to  notify  the  plan  admin- 
istrator of  a  qualifying  event  entitling  the 
spouse  or  dependent  children  to  continu- 
ation health  coverage. 

b.  Maximum  period  of  continuation  cover- 
age.— The  conference  agreement  clarifies 
that  a  qualified  beneficiary  may  have  more 
than  one  qualifying  event  which  entitles  the 
beneficiary  to  continuation  coverage,  but  in 
no  event  may  the  coverage  period  with  re- 
spect to  such  events  generally  exceed  a  36- 
month  period.  The  second  qualifying  event 
must  take  place  during  the  period  of  cover- 
age of  the  first  qualifying  event  to  be  eligi- 
ble for  a  total  of  36  months  continuation 
coverage  beginning  from  the  date  of  the 
first  qualifying  event. 

c.  Election  of  coverage.— The  conference 
agreement  clarifies  that  each  qualified  ben- 
eficiary is  entitled  to  a  separate  election  of 
continuation  coverage.  For  example,  if  a 
covered  employee  does  not  elect  continu- 
ation coverage,  the  conferees  intend  that 
the  spouse  or  dependent  children  are  enti- 
tled to  elect  such  coverage.  Moreover,  even 
if  the  employee  elects  certain  coverage,  the 
spouse  or  dependents  may  elect  different 
coverage. 

d.  Failure  to  pay  premium.— The  confer- 
ence agreement  provides  that  the  grace 
period  for  the  failure  to  pay  premiums  Is 
the  longest  of  (1)  30  days.  (2)  the  period  the 
plan  allows  employees  for  failure  to  pay  pre- 
miums, or  (3)  the  period  the  Insurance  com- 
pany allows  the  plan  or  the  employer  for 
failure  to  pay  premiums. 

e.  Type  of  coverage.— The  conference 
agreement  provides  that,  for  all  purposes, 
qualified  beneficiaries  are  to  be  treated 
under  the  plan  in  the  same  manner  as  simi- 
larly situated  beneficiaries  for  whom  a 
qualifying  event  has  not  taken  place.  For 
example,  if  the  plan  provides  for  an  open 
enrollment  period,  then  qualified  benefici- 
aries are  to  be  permitted  to  make  elections 
during  the  open  enrollment  period  in  the 
same  manner  as  active  employees.  Thus,  an 
individual  who  is  a  qualified  beneficiary  by 
reason  of  being  a  spouse  of  a  covered  em- 
ployee would  have  the  same  rights  as  active 
employees  during  an  open  enrollment 
period  and  would  not  be  limited  to  the 
rights  of  spouses  of  covered  employees. 

The  conference  agreement  defines  health 
benefits  to  mean  health  benefit  plans,  in- 
cluding dental  and  vision  care  (within  the 
meaning  of  sec.  213  of  the  Code).  The  con- 
ferees do  not  intend  that  an  employer  could 
compel  a  qualified  beneficiary  to  pay  for 
noncore  benefits  (such  as  dental  and  vision 
care)  even  if  active  employees  are  required 
to  purchase  coverage  for  such  benefits 
under  the  plan. 

Medicare 

The  conference  agreement  follows  the 
Senate  amendment  with  the  following  clari- 
fications: (1)  correct  and  clarify  the  section 
regarding  payments  under  the  indirect  med- 
ical education  provision;  (2)  correct  and  clar- 
ify the  section  regarding  payment  under  the 
disproportionate  share  provision;  (3)  clarify 
that  all  hospitals  which  have  a  medicare 
provider  agreement  would  have  to  abide  by 
the  emergency  care  requirements  of 
COBRA  and  the  requiremenU  regarding 
participation  in  the  CHAMFUS  program; 
(4)  allow  skilled  nursing  facilities  to  make 
an  election  to  be  paid  on  a  prospective  pay- 
ment basis  based  on  their  costs  reporting 
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periods  rather  than  on  a  Federal  fiscal  year 
basis.  (5)  clarify  that  the  medicare  HI  tax 
on  state  and  local  governments  does  not 
apply  to  certain  campaign  workers:  (6)  clari- 
fy that  a  one-year  transition  period  is  pro- 
vided for  foreign  medical  graduates  who 
have  not  passed  the  PMGEMS:  (7)  allow  the 
Secretary  to  announce  HMO/CMP  rates  by 
September  7  of  each  year  rather  than  pub- 


lish them;  (8)  clarify  the  effective  date  of 
the  provision  regarding  penalties  for  billing 
for  assistants  at  surgery  for  certain  cataract 
procedures;  (9)  allow  temporary  use  of  carri- 
er prepayment  screens  as  a  substitute  for 
preprocedure  review;  (10)  clarify  that  the 
termination  date  of  the  ACCESS  demon- 
stration project  is  July  31.   1987;  and  (11) 
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SinKle  Kmployer  Pension  Plan  Amendments  Act 

The  conference  agreement  adopts  techni- 
cal and  conforming  amendments  to  the 
Single  Employer  Pension  Plan  Amendments 
Act  of  1986. 
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Table  A.l.  Summary  of  Estimated  Budget  Effects  of  H.R.  3838,  as  Approved  by  the  Conference. Committee,  Fiscal  Years  1987-1991— Continued 

[MillKxis  Of  MlarsJ 
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Footnotes  to  table  A 1 

'Amounts  lave  not  been  assigned  to  txtnotes  lor  summation  purposes  Ttierelore,  totals  do  not  imJude  estimates  represented  bv  tootnotes. 

'Gam  of  less  than  {5  milhon 


Table  A.2.— Estimated  Budget  Effects  of  the  Provisions  of  H.R.  3838,  as  Approved  by  he  Conference  Committee,  Fiscal  Years  1987-1991 

[Millions  of  dollars] 
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1 

24 

Housing  allowances  lor  clergy  and  military  personnel 

(*) 

(*) 

Limitations  on  deductions  for  meals,  travel,  and  entertainneiit 

Indnndual _ 

__...           513 

5.275 

Corporate _ _  

_..    _    667 

6.227 

Revise  treatment  ol  moving  expenses .  .. 

,._ 668 

26 

19.447 
1.015 

Repeal  political  conlrKiutions  tax  credH 

1,390 

Subtotal.  Indmdual  Inorn  Tax 

Indnndual 

27  374 

-70.736 
1,452 

-69.284 

-71,724 
1,551 

-70,173 

-57.849 
1.736 

-56.113 

-60.376 
1.871 

-58,505 

-288.059 

Corporate _. 

891 

7.S01 

Mil 

26.483 

-2M).Sa 

H  Capital  Cost  Provisions 
Depreciation,  expensing 

Individual _ 

502 

-584 
-2,844 

3,862 
20,979 

125 

-78 
-1.105 

-15 

4 

9 

498 
192 

4.679 
25.132 

335 

1.980 
444 

5.653 
25.618 

449 

-15 
-«« 

14 
27 

(•) 

3,304 
9,231 

6.119 
28.148 

444 

4^696 

Corporate 

-3,280 

7.740 

Investment  tax  cmll 

Indnndual 

3860 

24.173 

Corporate 

18801 

118.678 

Repeal  rinance  leasini 

Corporate 

1.353 

Credit  limitations'° 

Corporate 

346  .. 

M 

Incremental  researdi  tax  oeiil 

Individual 

-92 

-S9 

-774 

-15 

8 
17 

(•) 

-9 
-250 

20 
3i 

(♦) 

-253 

Corporate 

- 1,337 

-3J» 

OrpAan  drug  credit 

Corporate „ 

-7 

-17 

Amortization  ol  trademiria  and  tradnames 

Indnndual 

tl 

Corporate 

.-„ 3 

W 

Repeal  50-ycar  amortization  of  railroad  tunnels  and  botes 

Corporate       

-20.. 

(•) 

Bus  operating  autliorities 

Corporate ..: 

-K 

24650  CONGRESSIONAL  RECORD— HOUSE  September  18,  1986 

Table  A.2.— Estimated  Budget  Effects  of  ttie  Provisions  of  H.R.  3838,  as  Approved  by  the  Conference  Committee,  Fiscal  Years  1987-1991— Continued 

IMHIions  o(  dolUts) 


Title  and  Pionsmi 


1987 


1988 


1989 


1990 


1991 


1987-91 


(jvensni  Iv  removal  it  aicMectiical  buneis 

Coipofate 

iMuMUtni  tu  amr 

Mvidul       

Conwale       , 

Lmr-wxme  hoism|  otA 

MMdual        

Herdiant  Mam  Capital  Constnctm  Fad 

Coiparate  


SuMolal.  Captal  Cost 
MMdual 
0«ponte 

Total 

■  Caolal  Gaas  and  Lasses 
Capital  nis 

laMol   

Coi|)uate   

Incentive  stock  optaB 

IjdMdual 
Straddtes 

MMdual 


SiMolal.  Caprtal  Gam  and  Losses 

MMdual 

Conwate 


\M 


M  AfncuNin.  rmper  Energy,  and  NatunI  Resomes 
Special  enpensmg  ixovisaotts 

MMdual  

Corporale 
Depositions  of  coiMfled  mettands  and  higMy-erodltile  croplafids 

MMdual       ^_^ 

Ptepioductne  period  tiftuvs  of  fanvs 

MMlual       

Corporate      _ 

rrepayments  ol  farming  fipenses 

MMdual        _ 

DBCkarp  of  fann  Mebtedness 

MMdual  

Intangdile  dnimg  costs 

Corporate  

M.  gas.  geofftermal  depMon 

MMdual      

Mmmi  eiptoralai  and  t 

Conigrate 
Hard  mmrah  depMon 

Corporate 


Energy  credrts  and  lelaled  ncenlMs 

Mvdual    

Corporate     _ 

Eiase         

Customs       


Subtotal.  Apicidture.  rmto,  Eaetiy.  aid  Nttnl  IkiMnxs 

MMdual    __ 

Corporate _ _ 

IjKoai 

CbImb „ 


Total 

V  Tu  Skelters.  Interest  E^ipense 
/M-nskniles 

MMdual     _.. 

Corporate 


LjnMtatnn  on  passnff  losses 
MvHual 
Corporate 


Lmtahon  on  dedudm  lor  nontusiiiess  ntemt 

Mwdual        


Subtotal.  Tax  SMters  Interest  Ejipetw 

IndMdual      

Corporate    


Total 


VI  Corporate  Taiatm 

uvporate  rate  reductions 

Corporate  

t^Mdends  lecenMd  deductm 

Corporate 

DMMeakisain 


Extraordnary  (fevikndi 

Coiyoratt 
Slodi  redentptun  payments 

Corporate  

NOL  carryovers 

Corporate . 


ReoogMbon  of  gan  or  to  in 

ktfMdul  _. 

Corporale   


Corporate 

Maud  party  sale 
Corporale . 


Anortizable  bond  prenuum 

Corporate 


(•) 


(•) 


-103 


(•) 


C) 


C) 


(') 


406 


451 


m 


351 


104 


16 
27 

114 

51 

394 
187 

1.072 
299 

1,445 
334 

3.041 
898 

67 

-324 

-705 

-1,011 

-1.139 

-3.246 

3 

5 

4 

4 

4 

20 

3.216 
14.510 

2.994 
17.187 

4.815 
25,059 

7.693 
30.404 

9.740 
37.928 

28.458 
125.088 

17.726 

20.181 

29.874 

38.097 

47.668 

153.546 

(') 
(■) 

(') 
(') 

') 
•) 

(■) 

(') 
(') 

(•) 

(♦) 

(') 

(') 

(*) 

(•) 

(') 

(•) 

(•) 

(•) 

(•) 

{') 

(•) 


31 
19 

25 
12 

23 
11 

22 
11 

22 
10 

123 
63 

(•) 

(•) 

(•) 

(•) 

(•) 

C) 

56 
42 

161 
62 

144 
53 

121 
50 

no 

48 

592 
255 

14 

30 

10 

U 

14 

79 

-9 

-10 

-8 

-7 

-5 

-39 

70 

113 

119 

114 

54 

470 

20 

49 

45 

45 

45 

204 

23 

34 

28 

24 

21 

130 

11 

16 

15 

16 

17 

75 

(') 

-380 

-5 

(•) 

1 

-87 

-3 

(•) 

'I! 
-1 

(•) 

(•) 
(•) 

(*) 
15 
(') 
(') 

1 

-419 

-9 

(') 

122 

-210 

-5 

256 
153 
-3 

(•) 

214 
238 
-1 
(') 

192 
237 
(•) 
(•) 

186 
165 

(') 
(•) 

960 
583 
-9 

(•) 

(») 

1,534 


46 
-70 

192 
-207 

343 
-313 

483 
-460 

753 
-720 

1,817 
-1.770 

1.166 
-413 

4,488 
-1,480 

7,479 
-2,648 

10,932 
-4,121 

11.939 
-3,936 

36,004 
-12,598 

620 

4.511 

6.260 

8.370 

9.597 

29,358 

1.832 
-483 

9.191 
-1,687 

14,082 
-2.961 

19.785 
-4.581 

22.289 
-4,656 

67,179 
-14.368 

1,349 

7,504 

11.121 

15.204 

17,633 

52.811 

-6.7U 

-20,068 

-27.505 

-29.999 

-32,415 

-116,698 

140 

223 

225 

239 

253 

1,080 

212 

573 

580 

605 

631 

2,601 

30 

52 

54 

57 

60 

253 

2 

3 

3 

3 

3 

14 

9 

29 

39 

38 

29 

144 

-1 
16 

-13 

193 

-32 
380 

-44 

504 

-53 
604 

-143 
1.697 

-2 
60 

2 
55 

9 
58 

13 
63 

16 
66 

31 

302 

4 

5 

5 

5 

5 

24 

2 

3 

3 

3 

3 

14 

9Jfi';9 


/^r^N.T/^Di:ccirMVT  A  I    T>T:/"r\r>T\ 


ur^i  Tcc 


c *„„!,„_  10    roo/? 


18,  1986 


1991 

1987-91 

-21 

-104 

1,445 
334 

3.041 
898 

-1,139 

-3.246 

4 

20 

9,740 
37.928 

28,458 
125.088 

47,668 

153.546 

(') 

(■) 
(') 

(*) 

(») 

(") 

C) 

(») 

(•) 

22 
10 

123 
63 

(•) 

(•) 

110 
48 

592 
255 

14 

79 

-5 

-39 

54 

470 

45 

204 

21 

130 

17 

75 

(*) 

1 

15 
(') 
(•) 

-419 
-9 

186 
165 

(•) 
(•) 

960 
583 
-9 

(») 

351 

1.534 

753 
-720 

1.817 
-1.770 

11,939 
-3.936 

36,004 
-12.598 

9.597 

29.358 

22.289 
-4,656 

67.179 
-14.368 

17.633 

52.811 

-32.415 

-116,698 

253 

1,080 

631 

2,601 

60 

253 

3 

14 

29 

144 

-53 
604 

-143 
1.697 

16 
66 

31 

302 

5 

24 

3 

14 
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Table  A.2.— Estimated  Budget  Effects  of  the  Provisions  of  H.R.  3838,  as  Approved  by  ttie  Conference  Committee,  Fiscal  Years  1987-1991— Continued 

[Millions  ol  dolljrsi 


24651 


Title  and  Provision 


Cooperative  housing  corporations 

Individiial  

Real  estate  investment  trusts 

Indmliial      

Mortgage  backed  securtes 

Conwate      

Regulated  investment  campanies 

IndMdual       

Corporate  

ftrsorui  InMng  compmes 

Corporate  

Certain  entity  not  ta>ed  as  a  corporation 

SoMolal,  Corporate 


Total 


VII  Mmmum  Tax  Ptowsions 

Revise  ttie  mdrwdual  altemalive  nwiimum  ta> 

hdwidual  

Revise  corporate  nwwnum  tax 

Corporate  


Subtotal.  Minimum  Tax 
Individual 
Corporate 

Total 


VIII  Accounting  Provisions 

Limitation  on  ttie  use  of  cash  accounting  . 

Corporate 

SimpMiei)  UFO  for  certain  small  Iwsinesses 

Individual      

Corporate 


Recognition  of  gain  on  pledges  at  installment  obligations 

Individual  

Corporate   

Capitali2alion  of  inventory,  construction  and  devefopment  costs 

Indnndual 

Corporate; 

Long-term  contracts 

Individual  

Corporate , 

Repeal  of  reserve  for  bad  debt  tor  nonfinancial  institutions 

Indmdual 

Corporate 

Partnersliip,  Sub  S.  and  personal  service  tax  year  conlonnty 

Individual 

Qualified  discount  coupons 

Corporate , 

Require  utilities  to  accrue  earned  but  unbilled  income 

Corporate   

Contributions  in  aid  of  construction 

Corpwate 

Disdiarge  of  mdebtedness 

Indnidual 

Corporate 

Subtotal.  Accounting 

Individual 

Corporate ?. 


Total 


IX  Financial  Institutions 

Limitation  on  bad  debt  reserves 

Corporate , 

Disakw  interest  to  carry  tax-exempt  bonds 

Indrvidual 

Corporate , 

Special  NIX  canyiwer  rules  tor  depository  institutions 

Corporate 

Special  reorganizatian  rules  tor  troubled  tlirifts 

Corporate 

Treatment  o(  losses  on  deposits  in  insolvent  institutions' 

Indmdual 


Subtotal,  rnancial  Institutions 

Individual 

l>aipo(ate 


ToW.. 


X-  Insurance  Products  and  Companies 
Lite  msuranct  products 

Corporate 

Life  insurance  conpancs 

Coiporale 

Property  and  casualty  nsuranoe  companies 

Corporate 


SiMotal,  bBwance  Products  and  Compaiws 
l^oraorale 


XI.  Pensions  and  Deferred  Condensation;  Employee  Benefits.  ESOPs 
mMual  reliraneM  afranfements  (IRAs) 

MdividMl 
Olliei  plans  (40'i(ii),  403(b),  457) 


1987 


1988 


1989 


1990 


1991 


1987-91 


(♦) 
37 

-5 

4W 

63 

-40 


(') 
(■) 
-17 

866 

49 


1 

-36 

163 
13 


(•) 

1 

-59 

180 
15 


(*) 

2 

-79 

194 
16 


(*) 

41 

-196 

1.187 
156 


730 
.  -6,430 

1,428 
-19,483 

721 
-26,770 

755 
-29.138 

790 
-31,461 

4,424 
-113,282 

.  -5,700 

-18,055 

-26.049 

-28,383 

-30,671 

-108,858 

848 
3,087 


290 

-11 
-120 

12 
1,319 

146 
4,110 

98 
2,791 

32 
1,177 

165 
16 

191 
70 


647 


-117 
168 


2 
430 

871 


Repeal  eeclimw  ol  cunent  annuity  noome  ol  coiporabons 


1,708 

310 

3 


3,904 
5,378 


2,251 
5.072 


862 
4.466 


334 
4.155 


595 

-18 
-189 

42 
1.719 

479 
6.972 

109 
3,188 

97 
1,816 

467 

31 

356 

125 


631 

-28 
-289 

31 
1.387 

583 
7.405 

103 
2.175 

100 
1.737 

477 

34 

384 

110 


646 

-44 

-469 

32 
1.401 

639 
7.746 

62 
907 

101 
1.751 

390 

35 

387 

104 


650 

-69 
-738 

33 

1.439 

608 
6,009 

42 
567 

76 
967 

213 

21 

200 

103 


1,092 

-370 
420 


-1 


1,218 

-682 
687 

-93 

« 

-1 


1.406 

-940 
923 

-92 

105 

-1 


631 

-1,188 
1,154 

-77 

164 

-1 


5 
787 

1.454 


6 

857 

1.636 


7 

919 

1.745 


8 

959 

1.842 


4.962 

628 

12 


5,203 
691 
27 


5.694 

809 

41 


6.207 
924 
52 


8,199 
22.158 


848 

"  3.904 
5.378 

2.251 
5.072 

862 
4.466 

334 

4.155 

8199 

3  087 

22158 

3.935 

9,282 

7.323 

5.328 

4.489 

30.357 

2J12 

-170 
-1,805 

150 
7.265 

2.455 
32.242 

414 
9.628 

406 

7,448 

1.712 
137 

1.518 
512 


2 
58 

4 

81 

3 
64 

3 
54 

2 
44 

14 
301 

444 

9.902 

1,180 
14,694 

1,269 
13,638 

1.183 
12.562 

905 
9.262 

4.981 
60.058 

10,346 

15,874 

14,907 

13.745 

10.167 

65.039 

4.994 

-3.279 
3J52 

-321 

315 

-7 


-120 

-371 
1,453 

-683 
1,858 

-941 
2342 

-1,189 
2,872 

-3,304 

815 

8,340 

695 

1,082 

1,175 

1,401 

683 

5,036 

28 
3,952 
7,548 


1,303 
1,303 

2,246 
2,246 

2,499 
2,499 

2,671 
2.671 

2,809 
2,809 

11,528 
12,528 

23,774 

3J62 

13S 
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Table  A  2  —Estimated  Budget  Effects  of  ttie  Provisions  of  H  R,  3838,  as  Approved  by  the  Conference  Committee,  fiscal  Years  1987 

IMillKxis  ol  maii\ 


September  18, 

-1991— Continued 


1986 


Title  and  Provision 


1987 


1989 


1990 


1991 


1987-91 


SMipiifietj  einoloyn  ttus  lS(Ps| 

IndiviOuJl 
Mownum  standards  for  ijualified  plans 

Individual 

Umtorm  disttibulioit  reguirmmts 

Individual  

ticis«  

lu  0(1  pie  reiirernwl  distrtwlioits  umfom  Oasis  recovery  rules 

Indnrxkial 
Renlace  lOjm  averaging  with  lunited  5  year  averaging 

Deveal  3  year  basis  recovery  rule  lor  contritutory  ttim 

mknlual 

Loan  proMSOB 

mtwdvil  

Increase  early  relrremenl  age 

Indwidual  

iKse  lu  on  eicess  retirement  drstrtulions 

Uaa  

Wiuslmnts  to  sec  404  hmitalians 

Mmdual  

base  lai  on  qualified  plan  reversions 

tjcise  

Imttaiti  leasing 

Intvidual  

blensan  ol  tlie  udusnn  lor  group  legal  plans 

mwriual  

Em()loyrnent  

btensoi  of  tlie  uclusnn  t«  eduuton  ajsstan 

Individual  

Eniptoyment       

Lmt  emoloyer  promM  cMd  ore  to  SS.OOO 

Mnidual 

[kscnnwutm  rules  lor  eflicloyee  tienefits 

Individual 

Faculty  tnusni 

Indrndual.. 


SeK-emptoyed  healtti  msufance 

Individual  

Lmtalion  on  accrual  tH  vacatoi  pay 

Intwdual   

Corporate       

Changes  related  to  ESOPs 

Corporate 

SuMotal.  Pensions  and  Employee  Benefits,  ISOPi 
Mivvluai 
Corporate 


loU 


n  Foreign  lai  Provrsions 

Seiwate  limitation  for  passive  income 

Corporate 
Separate  limitation  for  lugti  tai  interest  i 

Corporate 

Deemed  paid  oedM 

Corporate 

Effect  of  losses 

Corporate _ 

Transportation  ncome 

Corporate         

Transfer  of  olangMes 

Corporate  

Moutn  at  nteresl  and  otter  eipenses 

Corporate  

Appfcalnn  of  researdi  expenses  to  ioreign  source  income 

Corporate  

Ta  Imai  (Sut«art  F)  income 

Corporate  

Delayed  eftei»ve  date  for  1984  itf  dianfes 

Corporate        _ 

Possessois  tai  credH 

Corporate  

IMuce  foreign  earned  income  exclusion 

MMdual  

Foreign  nwstinent  companies 

Corporate  

BraKlMMltai 

Corporate  

Iflcome  Ol  foreign  govcnwents 

Corporate  

Dual  resident  companes 

Corporate  _ 

Interest  paid  to  related  tai-eampt  parttcs 

Corporate  

Captive  oftslvre  insurance  companies 

Corporate  

Tn  treatment  of  pffHgssiow 

Corporate        _ 


Subtotal.  Ft 


oreign  Tu 
MMdHl... 


ToH.. 


(lit  Tu  Exempt  Bonds 

Mmdual    

Corporate   


-15 
(■) 
(•) 


-     97 

20 

1.096 

(") 

315 

(') 

17 

305 

(•) 

-134 
-58 

-137 
-79 

(•) 


(') 

-141 

5 
85 

1,013 


3,141 

1,101 

305 

-137 


4,410 


275 
103 


174 
-252 


-15 


-32 

(') 

(•) 
(■) 

209 

37 
1.763 
(") 
869 
I") 

42 

100 

(") 

-25  . 
-11  . 

-23  . 
-12 

(') 

72 

(*) 

-205 

8 
63 

879 


-35 

(•) 

(') 
(") 

241 

49 

2.001 

(') 

960 

(•) 

45 

80 

{") 


(') 
(•) 

288 

62 

2.015 

(■) 

1,097 

(') 

49 

50 

(") 


-47 

(') 

(') 
(") 

353 

76 

2,030 

(") 

1,259 

(•) 

54 

50 

(') 


(') 

128 

(*) 

-227 

2 
17 

221 


(') 

140 

{*) 

-71 

2 
18 


(') 
154 


2 
15 

-40 


i,305 
954 
100 

-23 


9,058        10,044 

265        no 

80  50 


11,012 
27 
50 


9,336 


9,403        10,204        11.089 


-170 

(>) 

(>) 
(») 

1,188 
244 

8,905 
{') 

4,500 

{') 

207 

585 

i') 

-159 
-69 

-160 
-91 

494 

(') 

-644 

19 
198 

2.124 


41,560 

2,457 

585 

-160 


44,442 


471 

442 

470 

502 

2,160 

163 

152 

261 

404 

1,083 

20 

60 

86 

97 

269 

21 

23 

25 

26 

104 

16 

18 

25 

30 

97 

59 

82 

108 

137 

410 

428 

686 

858 

1.113 

3,259 

149 

-401 

144 

141 

156 

170 

685 

15  

, 

-30 

67 

66 

73 

79 

322 

34 

45 

56 

61 

220 

17 

16 

18 

20 

81 

20 

23 

26 

28 

110 

43 

48 

53 

58 

225 

124 

130 

138 

148 

612 

26 

27 

29 

33 

127 

34 

38 

43 

49 

184 

(•) 

(•) 

(•) 

(•) 

-14 

loial 


24 
579 

34 
1,489 

45 
1,952 

56 
2,369 

61 
2,894 

220 
9,283 

603 

1.523 

1,997 

2,425 

2,955 

9,503 

18 
-2 

78 
-9 

139 
-25 

224 
-32 

257 
-26 

716 
-94 

16 

69 

114 

192 

231 

622 

Sobtotal.  OIliB 


UMI 


191 

1987-91 

-47 

^170 

(•) 

(>) 

CI 

(') 

(") 

(>) 

353 

1.188 

76 

244 

2.030 

8.905 

(") 

(') 

1.259 

4.500 

(•) 

(') 

54 

207 

50 

585 

(•) 

V) 

-159 
-69 



-160 
-91 

(■) 

(') 

154 

494 

(«) 

C) 

-644 

2 
15 

19 
198 

-40 

2.124 

1,012 
27 
SO 

41.560 

2.457 

S85 

-160 

1.089 

44.442 

502 

2.160 

404 

1.083 

97 

269 

26 

104 

30 

97 

137 

410 

1.113 

3.259 

-401 

170 

685 

-30 

79 

322 

61 

220 

20 

81 

28 

110 

58 

225 

148 

612 

33 

127 

49 

184 

(») 

-14 

61 
2.894 

220 
9.283 

2.955 

9.503 

257 
-26 

716 
-94 

231 

622 
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Excise 
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Information  reporting  provisms 

Individual     

Corporate 

Revise  estimated  ta  rules 

Indmdual 

UBn  and  prnate  loundations  estimated  tax 

Corporate 

Emptowe  witMidding  sclwdule 

Individual        
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Trade  sliows 
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Tax  exemption  for  certain  tide  boUmc  companies 

Indmdual 

Corporate 

Nonprofit  newsgatliering  organisation 
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Subtotal,  Exempt  and  Nonprofit 
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ConxKate 


Ml! 

XVII  Otiiet  l^ovisions 

Extend  targeted  icbs  tax  credit 
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Corporate 

Diesel  fuel  and  gasoline  excise  tax  oolectioii 

Indmdual 

Corporate 

Excise 

Altomr  mmsters  to  reelect  social  security  coverage 

Employment 

FUTA  for  certain  Indiai  tribes 

Entploymeflt 

Treatment  of  certain  tedmical  personnel 

Employment 

Eiditsni  ol^  certain  foster  care  payments 

Indmdual  

Rules  lor  spouses  of  MIAs 
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Exempt  certain  'endw  income  from  tax 
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1987 


1988 


1989 


1990 


1991 


1987-91 


SuMolal.  OUier 

hdMdal 

Corporate 

Excise 

bnploynmt.. 

Total 

XVia.  Tedmical  ConediORS 


Corporate.. 
ExSe 
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Total,  Tax  Morm 

Mmdual 

Corporate 

Exae 


69 

1,150 

427 

60 
(*) 


287 
61 
4 

4 

112 
180 

75 

(•) 

1.385 
137 


1.859 

378 

4 

4 


2.245 


-4 

-4 


-19 
-133 


5 

1 
(•) 

7 
-5 

(*) 

(•) 


217 
128 
311 
195 
(') 
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133 
31 
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(*) 


253 
135 
32 
249 

CI 


319 

117 

4 

4 

165 
251 

396 

70 

75 

7 

1.007 


336 

140 

4 

4 

134 
185 

866 

5 

44 

7 
61 


341 

138 

4 

4 

198 
290 

1.022 

5 

104 


177 


1.962 

445 

4 

4 


1,441 

337 

4 

4 


1.842 

441 

4 

4 


2,415 


1.786    2.291 


-12 


-9 
-16 


-34 
-197 


-9 
317 

5 

(•) 
11 
-8 
(*) 
C) 


-38 
-190 

-21 
-14 
193 

6 
(•) 

12 
-9 
C) 
C) 


-20 
-109 

-21 

-14 

19S 

6 

(•) 

14 

-11 

C) 

C) 


275 
137 
34 

274 

C) 


346 

137 

4 

4 

248 
370 

1.068 

C) 


195 


1.937 

515 

4 

4 


2.460 


-11 
-22 


-4 

-56 

-22 

-14 

198 

6 

(•) 

16 

-12 

C) 

C) 


1.048 
1.683 

835 
1.004 

(•) 


-3 

-7 

-7 

-8 

-8 

-33 

1.706 
-3 

851 

-^ 

624 
-7 

669 
-8 

720 
-8 

4.570 
-33 

1.703 

844 

617 

661 

712 

4j37 

1.629 
593 
20 
20 

857 
1,276 

3.427 
80 

1.688 

167 

1.440 


9.041 

2.116 

20 

20 


11.1S7 


-40 
-62 


2 

-6 

-11 

-19 

-28 

-66 

5 

-12 

-22 

-37 

-54 

-130 

C) 

C) 

C) 

C) 

C) 

C) 

-2 
-13 

-6 
-28 

-11 
-42 

-19 
-62 

-28 

-87 

-66 
-232 

-15 

-34 

-53 

-81 

-115 

-298 

-115 
-685 

-72 
-51 
908 

24 

(•) 

60 

-45 

(•) 

C) 


-24 

-50 

-68 

-52 

-38 

-232 

-133 

-206 

-204 

-123 

-70 

-736 

5 

317 

193 

195 

198 

908 

8 

16 

18 

20 

22 

84 

-144 

77 

-61 

40 

112 

24 

-360 

-68 

-50 

-54 

-62 

-594 

-140 

-99 

34 

34- 

28 

-143 

-3 

-6 

-6 

-5 

-5 

-25 

-503 

-173 

-22 

-25 

-39 

-762 

13950 

-41.048 

-37.877 

-15,610 

-13,462 

-121.947 

25.169 

23.939 

22.501 

23,436 

25.226 

120.271 

306 

412 

270 

244 

247 

1.479 

-129 

-7 

18 

20 

22 

-76 
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1989 
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tsUte«Gi«     

Customs       .,,      

- - 

1 

(•) 

-3 

-3 
(•) 

-4 
(") 

-4 
(•) 

-13 

Gomroiii 

11397 

-  16,707 

-15.091 

8.086 

12.029 
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Footnotes  to  UUe 

'Rate  reOuctwi  Imjs  ixlode  the  eliecls  relating  to  upilal  gams  as  xell  as  intefactions  hetween  rate  changes  and  olhei  provisions  ol  the  bill 

'Includes  iwteaseO  outlays    Changes  lo  the  earned  income  credit  will  increase  outlays  t)»  $83  million  in   1987,   51.731   million  in   1988,  $3,149  million  in   1989,   $3,481   million  m   1990  and  $3,848  million  in   1991 

'«n   outlay   ol   majmtui   similai   lo   ihe   amount   shown   hete   is   anticipated  as   a   result   of   section    1711    o(   Ihe   Act,   conceining   payment   ol   expenses   relating   to   the   adoption   ol   children   with   special   needs 

*lass  ol  less  tlun  $5  million 

'Amounts  have  not  been  assigned  to  loolnotes  loi  summation  purposes  Ihefelore,  totals  i)o  nol  include  estimates  represented  by  toolnotes 

■Sectnn  dealmg  oilti  attorney  s  tees  otll  increase  outlays  by  less  than  $S  million  annually 

'Includes  outiav  eltecis  Changes  to  the  interest  provisions  will  reduce  outlays  by  $22  rniilm  in  1987,  $10  million  in  1988.  $27  million  in  1990  and  $6  million  m  1991 

*Gwi  ol  «ss  Irian  $5  nnllnn 

•loss  ol  less  man  $1  miihon 

■°The  ettecl  ol  this  provison  alter  calendar  year  1986  is  mduded  in  the  corporate  mmmiim  ta>. 


Dan  Rostenkowski, 

J.J.  Pickle. 

Charles  B.  Rangel. 

Pete  Stark. 

Richard  A.  Gephardt. 

Marty  Russo. 

Donald  J.  Pease, 

John  J.  Duncan. 

Guy  Vander  Jagt. 
Managers  on  the  part  of  the  Horise. 

Bob  Packwood. 

Bob  Dole, 

John  H.  Chafee. 

Russell  B.  Long. 

Lloyd  Bentsen. 

Spark  M.  Matsunaga. 

Bill  Bradley. 

Daniel  Patrick 
Moynihan. 
Managers  on  the  part  of  the  Senate. 


Mr.  WALKER.  Mr.  Speaker.  I  with- 
draw my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  ojection  to  the  request  of  the 
gentleman  from  North  Carolina  [Mr. 
Jones]? 

There  was  no  objection. 


PERMISSION  FOR  COMMITTEE 
ON  MERCHANT  MARINE  AND 
FISHERIES  TO  SIT  FRIDAY. 
SEPTEMBER  19,  1986,  DURING 
THE  UNDER  5-MINUTE  RULE 

Mr.  JONES  of  North  Carolina.  Mr. 
Speaker;  I  ask  unanimous  consent  that 
the  Committee  on  Merchant  Marine 
and  Fisheries  be  permitted  to  sit 
Friday,  September  19,  1986,  while  the 
House  is  reading  for  amendment 
under  the  5-minute  rule. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  North  Carolina? 

Mr.  WALKER.  Reserving  the  right 
to  object,  Mr.  Speaker,  and  I  shall  not 
object,  I  just  take  the  time  to  see 
whether  we  can  find  out  what  the 
schedule  is  for  the  rest  of  the  evening. 

The  SPEAKER  pro  tempore.  The 
Chair  will  advise  the  gentleman  that 
the  legislative  business  of  the  House 
has  been  concluded  for  the  day.  It  is 
not  expected  there  will  be  any  further 
rollcall  votes.  There  may  be  some  com- 
memorative measures  presented. 

Mr.  WALKER.  Mr.  Speaker,  if  the 
Chair  would  allow  me,  is  it  the  under- 
standing of  the  Chair  that  the  meas- 
ures to  come  before  us  will  be  those 
measures  out  of  the  Post  Office  and 
Civil  Service  Committee  which  are  es- 
sentially unanimous-consent  requests 
and  that  is  the  only  legislative  busi- 
ness? 

The  SPEAKER  pro  tempore.  The 
gentleman  is  correct. 


the 


Is 


NATIONAL  HISTORICALLY 
BLACK  COLLEGES  WEEK 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  Senate  joint  resolution  (S.J. 
Res.  357)  to  designate  the  week  of  Sep- 
tember 15.  1986,  as  'National  Histori- 
cally Black  Colleges  Week,"  and  ask 
for  its  immediate  consideration. 

The    Clerk    read    the    title    of 
Senate  joint  resolution. 

The    SPEAKER    pro    tempore 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Reserving  the  right  to 
object,  Mr.  Speaker,  I  do  not  object, 
but  simply  would  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  Senate  joint  res- 
olution, as  follows: 

S.J.  Res.  357 

Whereas  there  are  one  hundred  and  one 
Historically  Black  Colleges  and  Univerities 
in  the  United  States: 

Whereas  such  colleges  and  universities 
provide  the  quality  education  so  essential  to 
full  participation  in  a  complex,  highly  tech- 
nological society: 

Whereas  black  colleges  and  universities 
have  a  rich  heritage  and  have  played  a 
prominent  role  in  American  history: 

Whereas  such  institutions  have  allowed 
many  underprivileged  students  to  attain 
their  full  potential  through  higher  educa- 
tion; and 

Whereas  the  achievements  and  goals  of 
the  Historically  Black  Colleges  are  deserv- 
ing of  national  recognition:  Now,  therefore, 
belt 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 


in  Congress  assembled.  That  the  week  of 
September  15.  1986.  through  September  21, 
1986.  is  designated  as  "National  Historically 
Black  Colleges  Week  "  and  the  President  of 
the  United  States  is  authorized  and  request- 
ed to  issue  a  proclamation  calling  upon  the 
people  of  the  United  States  and  interested 
groups  to  observe  such  week  with  appropri- 
ate ceremonies,  activities,  and  programs, 
thereby  demonstrating  support  for  Histori- 
cally Black  Colleges  and  Universities  in  the 
United  States. 

The  Senate  joint  resolution  was  or- 
dered to  be  read  a  third  time,  was  read 
the  third  time,  and  passed,  and  a 
motion  to  reconsider  was  laid  on  the 
table. 


D  1905 

AMERICAN  LIVER  FOUNDATION 
NATIONAL  LIVER  AWARENESS 
MONTH 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  Senate  joint  resolution  (S.J. 
Res.  202)  designating  November  1985 
as  "American  Liver  Foundation  Na- 
tional Liver  Awareness  Month,"  and 
ask  for  its  immediate  consideration. 

The  Clerk  read  the  title  of  the 
Senate  joint  resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Reserving  the  right  to 
object,  Mr.  Speaker,  I  do  not  object, 
but  would  simply  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  COURTER.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  HANSEN.  I  yield  to  the  gentle- 
man from  New  Jersey  [Mr.  Courter], 
who  is  the  chief  sponsor  of  House 
Joint  Resolution  127. 

Mr.  COURTER.  Mr.  Speaker,  I 
thank  the  gentleman  for  yielding,  and 
I  appreciate  the  gentleman  from  New 
York  taking  this  Issue  out  of  order. 

Mr.  Speaker,  this  is  something  that 
the  gentleman  knows  that  I  have  been 
very  much  involved  with.  There  are 
some  personal  friends  of  mine  that 
have  gone  through  a  very  serious  situ- 
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not  object, 
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being  con- 

eaker,  will 


ation  with  regard  to  liver  transplanta- 
tion. 

I  know  that  all  the  Members  of  this 
body  want  people  to  be  more  aware  of 
the  fact  that  when  children  have  liver 
diseases,  the  only  way  in  which  they 
can  survive  is  by  a  liver  transplant.  It 
is  not  something  that  can  be  solved  by 
medication. 

One  of  the  main  detriments  and  one 
of  the  main  problems  or  stumbling 
blocks  to  the  salvation  of  these  chil- 
dren is  the  fact  that  people  are  un- 
aware that  they  can  contribute,  they 
can  donate  various  organs,  livers  being 
one  of  those  particular  organs.  It  is  a 
growing  situation  in  the  United  States, 
and  therefore  this  type  of  resolution, 
which  brings  to  the  attention  of  the 
American  people  the  fact  that  the  op- 
portunity that  we  can  have  in  serving 
each  other  and  those  that  survive  by 
engaging  in  organ  transplants  is  some- 
thing that  not  only  is  going  to  save 
money,  but  it  is  going  to  preserve 
human  life,  which  is  the  greatest  call- 
ing that  we  can  possibly  have. 

Also  I  might  add  that  a  successful 
liver  transplant  saves  the  Federal  Gov- 
ernment more  money  than  liver  dialy- 
sis treatment  year  after  year,  so  in  one 
sense  we  are  saving  money,  we  are  pre- 
serving human  life,  and  we  are  giving 
the  opportunity  for  people  to  serve 
when  tragedy  strikes. 

I  thank  the  gentleman  for  putting 
this  on  the  calendar,  and  I  would  hope 
that  we  accept  this  particular  resolu- 
tion by  unanimous  consent. 

Mr.  HANSEN.  Mr.  Speaker,  I  with- 
draw my  reservation  of  objection. 

The  SPEAKER  pro  tempore  (Mr. 
Olin).  Is  there  objection  to  the  re- 
quest of  the  gentleman  from  New 
York? 

There  was  no  objection. 

The  Clerk  read  the  Senate  joint  res- 
olution, as  follows: 

S.J.  Res.  202 

Whereas  there  are  more  than  one  hun- 
dred liver  diseases  which  are  progressive  de- 
bilitating and  often  fatal; 

Whereas  liver  diseases  claim  fifty  thou- 
sand lives  annually  and  are  the  fourth  lead- 
ing cause  of  death  of  Americans  between 
the  ages  of  fifteen  and  sixty-five. 

Whereas  liver  diseases  strike  Infants,  chil- 
dren, adolescents,  and  adults,  regardless  of 
sex,  race,  or  economic  status: 

Whereas  there  are  no  known  causes,  effec- 
tive treatments  (other  than  liver  trans- 
plants), or  cures  for  the  vast  majority  of 
liver  diseases: 

Whereas  there  are  many  conditions  which 
can  lead  to  liver  diseases,  including  congeni- 
tal or  inherited  abnormalities,  severe  reac- 
tions to  drugs,  prolonged  exposure  to  envi- 
ronmental toxins,  parasitic  and  other  dis- 
eases, as  well  as  alcoholism: 

Whereas  people  with  a  liver  disease  suffer 
not  only  physically  from  the  disease  but 
also  emotionally  from  the  unjust  stigma 
placed  on  them  due  to  the  common,  but  mis- 
taken notion  that  liver  disease  is  caused 
only  by  alcoholism: 

Whereas  the  American  Liver  Foundation 
is  the  only  national  organization  to  focus  on 
the  full  array  of  liver  diseases: 


Whereas  the  Foundation  is  a  network  of 
volunteers,  families,  researchers,  health 
care  professionals  located  throughout  the 
United  States,  dedicated  to  funding  and  in- 
creasing research  to  find  the  causes,  treat- 
ments, cures,  and  ways  to  prevent  these  dev- 
astating diseases;  and 

Whereas  the  Foundation  is  committed  to 
promoting  the  health  of  Americans  by  in- 
creasing public  awareness  of  all  conditions 
which  can  lead  to  a  liver  disease,  providing 
health  and  therapy  information  and  educa- 
tion programs  about  liver  diseases  for  lay 
persons  and  professionals,  and  supporting 
and  enhancing  the  quality  of  life  for  those 
individuals  and  their  families  who  must 
cope  with  a  liver  disease:  Now,  therefore,  be 
it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  November  1985 
is  designated  as  "American  Liver  Founda- 
tion National  Liver  Awareness  Month",  and 
the  President  is  authorized  and  requested  to 
issue  a  proclamation  calling  upon  the  people 
of  the  United  States  to— 

( 1 )  learn  more  about  the  liver  and  how  to 
prevent  liver  diseases: 

(2)  support  the  search  for  the  causes  and 
possible  cures  for  liver  diseases: 

(3)  aid  those  who  suffer  from  the  crushing 
physical,  psychological,  and  financial 
burden  of  a  liver  disease:  and 

(4)  observe  such  month  with  other  appro- 
priate activities. 

AMENDMENT  OFFERED  BY  MR.  GARCIA 

Mr.  GARCIA.  Mr.  Speaker,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Garcia:  Page 
2,  line  3,  strike  "November  1985"  and  insert 
•October  1986". 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  amendment  offered 
by  the  gentleman  from  New  York  [Mr. 
Garcia]. 

The  amendment  was  agreed  to. 

The  Senate  joint  resolution  was  or- 
dered to  be  read  a  third  time,  was  read 
the  third  time,  and  passed. 

TITLE  AMENDMENT  OFFERED  BY  MR.  GARCIA 

Mr.  GARCIA.  Mr.  Speaker,  I  offer 
an  amendment  to  the  title. 

The  Clerk  read  as  follows: 

Title  amendment  offered  by  Mr.  Garcia: 
Amend  the  title  so  as  to  read:  "Joint  resolu- 
tion designating  October  1986  as  'American 
Liver  Foundation  National  Liver  Awareness 
Month'." 

The  title  amendment  was  agreed  to. 
A  motion  to  reconsider  was  laid  on 
the  table. 

9-1-1  EMERGENCY  NUMBER  DAY 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
Speaker's  table  the  Senate  joint  reso- 
lution (S.J.  Res.  405)  to  designate  Sep- 
tember 11,  1986,  as  "9-1-1  Emergency 
Number  Day",  and  ask  for  its  immedi- 
ate consideration. 

The  Clerk  read  the  title  of  the 
Senate  joint  resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Reserving  the  right  to 
object,  Mr.  Speaker,  I  do  not  object. 


but  I  simply  would  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  Senate  joint  res- 
olution, as  follows: 

SJ.  Res.  405 

Whereas  protecting  life  and  insuring 
safety  are  important  responsibilities  of  local 
governments; 

Whereas  the  ability  of  all  persons  to 
quickly  summon  help  in  an  emergency  is  es- 
sential to  a  community's  well-being; 

Whereas  thousands  of  municipalities 
throughout  the  United  States  have  estab- 
lished 911  emergency  telephone  systems; 

Whereas  911  emergency  telephone  sys- 
tems have  made  it  possible  to  save  many 
lives,  thereby  enhancing  the  quality  of  life 
in  communities  throughout  the  Nation:  and 

Whereas  911  emergency  telephone  sys- 
tems increase  public  confidence  and  provide 
efficient  emergency  services  with  greater  re- 
sponse capabilities  and  cost  savings  to  the 
public:  Now.  therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  September  11. 
1986.  is  designated  as  "9-1-1  Emergency 
Number  Day  ".  The  President  of  the  United 
States  is  requested  to  issue  a  proclamation 
calling  upon  the  people  of  the  United  States 
to  observe  such  day  with  appropriate  cere- 
monies and  activities. 

AMENDMENT  OFFERED  BY  MR.  GARCIA 

Mr.  Speaker,  I  offer  an  amendment. 
The  Clerk  read  as  follows: 
Amendment  offered  by  Mr.  Garcia:  Page 
2,  line  3,  strike  "1986'  and  insert  "1987.". 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  amendment  offered 
by  the  gentleman  from  New  York  [Mr. 
Garcia]. 

The  amendment  was  agreed  to. 

The  Senate  joint  resolution  was  or- 
dered to  be  read  a  third  time,  was  read 
the  third  time,  and  passed. 

TITLE  AMENDMENT  OFFERED  BY  MR.  GARCIA 

Mr.  GARCIA.  Mr.  Speaker,  I  offer 
an  amendment  to  the  title. 

The  Clerk  read  as  follows: 

Title  amendment  offered  by  Mr.  Garcia: 
Amend  the  title  so  as  to  read:  "Joint  Resolu- 
tion to  designate  September  U,  1987.  as  '9- 
1-1  Emergency  Number  Day'.". 

The  title  amendment  was  agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table. 


AND 
AWARE- 


NATIONAL  DRUNK 

DRUGGED      DRIVING 

NESS  WEEK 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  Senate  joint  resolution  (S.J. 
Res.  362)  to  designate  the  week  of  De- 
cember  14,   1986,   through  December 
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20.  1986.  as  "National  Drunk  and 
Drugged  Driving  Awareness  Week," 
and  ask  for  its  immediate  consider- 
ation. 

The  Clerk  read  the  title  of  the 
Senate  joint  resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Reserving  the  right  to 
object,  Mr.  Speaker,  I  do  not  object, 
but  I  would  simply  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  Speaker,  under  my  reservation,  I 
would  just  like  to  just  take  a  moment, 
if  I  may,  and  point  out  that  in  October 
1981  I  had  the  privilege  of  going  to  the 
White  House  and  talking  to  the  Presi- 
dent regarding  this  particular  issue. 
He  likened  it  to  cancer  at  that  particu- 
lar time,  and  thought  that  it  would  be 
well  if  we  could  stamp  this  out. 

He  got  Secretary  Drew  Lewis,  who 
was  then  Secretary  of  Transportation, 
and  the  Presidential  Commission  on 
Drunk  Driving  was  established.  Possi- 
bly in  that  2'/2  years  there  was  more 
said  about  the  driving  habits  of  Amer- 
ica than  has  ever  been  done.  We  found 
that  many  Americans  drive  under  the 
influence  of  alcohol,  and  20,000  people 
a  year  die  as  a  result  of  that,  and 
750.000  people  a  year  are  paraplegic, 
quadriplegic,  or  have  serious  back  in- 
juries. 

We  further  found  out  that  many  of 
our  great  police  officers  around  Amer- 
ica did  not  have  the  ability  to  deter- 
mine if  someone  was  drunk,  and  in  the 
District  of  Columbia  every  moving  vio- 
lation was  checked  out  to  see  in  effect 
if  that  person  had  been  drinking. 
Some  of  our  police  officers  in  America 
were  absolutely  shocked  to  find  out 
that  people  who  seemed  stone  sober 
were  actually  over  0.10  blood  alcohol 
count. 

In  America  today  most  of  our  States 
have  a  blood  alcohol  count  of  0.10, 
except  for  my  home  State  of  Utah, 
which  has  0.08.  We  found  out  that 
people  who  have  only  a  0.05  blood  al- 
cohol count  cannot  control  their  cars. 
We  also  found  out,  to  the  satisfaction 
of  some  and  the  disrespect  of  others, 
that  people  in  the  District  of  Colum- 
bia, the  majority  of  them,  after  6 
o'clock,  have  over  a  0.10  blood  alcohol 
count.  I  do  not  know  what  to  attribute 
that  to.  possibly  the  receptions  that 
we  attend  or  other  things,  but  it  made 
you  feel  awfully  good  that  the  person 
who  is  driving  could  very  likely  be  on 
your  side  of  the  street  and  could  not 
control  his  car. 

We  found  out  an  awful  lot  about  the 
speeding  habits  of  America  in  a  very 
extensive  study  which  we  did.  What 
we  did  find  out,  Mr.  Speaker,  was  that 
the  people  in  America  cannot  control 
it  like  our  Swedish  friends,  who  drink 
a  third  more  than  we  do,  and  that  pos- 
sibly we  had  to  instill  in  the  hearts 


and  minds  of  Americans  that  possibly 
they  should  slow  up  or  if  they  are 
going  to  go  out  and  party,  that  one 
person  should  stay  stone  sober. 

It  was  an  extremely  interesting 
thing  that  we  discovered.  Out  of  that 
came  the  recommendation,  and  in  this 
body,  that  people  now  go  to  the  age  21 
before  they  drive,  because  their  judg- 
ment seems  to  be  much  better. 

Mr.  Speaker,  I  would  just  like  to  con- 
clude by  saying  that  probably  one  of 
the  greatest  problems  that  has  oc- 
curred is  the  person  who  uses  drugs, 
the  person  who  uses  alcohol,  and  then 
gets  in  2  tons  of  steel  and  barrels  down 
the  highway,  and  the  heartache  that 
that  brings  into  families  with  children 
in  deaths  and  fatalities  and  serious  in- 
juries is  unbelievable. 

I  would  hope  that  this  awareness 
week  would  bring  to  the  minds  and  the 
thoughts  of  people  that  they  should 
be  careful  with  this  very,  very  deadly 
drug  that  is  out,  that  we  call  alcohol 
and  drugs,  before  they  get  in  cars  and 
kill  people  around  America. 

Mr.  GILMAN.  Mr.  Speaker,  I  rise  in  support 
of  House  Joint  Resolution  694,  designating 
the  week  of  December  14,  1986,  through  De- 
cember 20,  1986,  as  the  National  Drunk  and 
Drugged  Driving  Awareness  Week. 

I  want  to  commend  the  distinguished  gentle- 
man from  Maryland,  Mr.  Barnes,  for  once 
again  introducing  this  measure  which  affords 
us  the  opportunity  to  focus  attention  on  the 
tragic  results  from  driving  under  the  influence 
of  drugs.  Although  drunk  driving  is  usually  as- 
sociated with  alcohol,  we  should  never  forget 
that  all  too  often,  individuals  who  have  con- 
sumed heroin,  cocaine,  crack,  marijuana,  PCP, 
and  other  illicit  drugs,  are  also  driving  under 
the  influence  of  these  deadly  substances, 
thereby  creating  a  danger  to  themselves  and 
to  everyone  on  the  highway. 

As  the  ranking  minority  member  of  our  Nar- 
cotics Select  Committee  and  as  a  parent  who 
lost  a  daughter  to  a  reckless,  intoxicated 
driver  several  years  ago,  I  want  to  commend 
the  distinguished  gentleman  from  Maryland  for 
his  efforts  and  leadership  in  focusing  attention 
on  this  problem  that  is  causing  so  much  suf- 
fenng  to  so  many  people  and  accordingly,  I 
urge  my  colleagues  to  support  this  measure. 

Mr.  HANSEN.  Mr.  Speaker,  I  with- 
draw my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  Senate  joint  res- 
olution, as  follows: 

S.J.  Res.  362 

Whereas  traffic  accidents  cause  more  vio- 
lent deaths  in  the  United  States  than  any 
other  cause,  approximately  forty-four  thou- 
sand in  1985; 

Whereas  traffic  accidents  cause  thousands 
of  serious  injuries  in  the  United  States  each 
year: 

Whereas  about  54  per  centum  of  drivers 
killed  in  single  vehicle  collisions  and  38  per 
centum  of  all  drivers  fatally  injured  in  1985 
had  blood  alcohol  concentrations  of  0.10  or 
above; 


Whereas  the  United  States  Surgeon  Gen- 
eral has  reported  that  life  expectancy  has 
risen  for  every  age  group  over  the  past  sev- 
enty-five years  except  for  Americans  fifteen 
to  twenty-four  years  old,  whose  death  rate, 
the  leading  cause  of  which  is  drunk  driving, 
is  higher  now  than  it  was  twenty  years  ago: 

Whereas  the  total  societal  cost  of  drunk 
driving  has  been  estimated  at  more  than 
$26,000,000,000  per  year,  which  does  not  in- 
clude the  human  suffering  that  can  never 
be  measured; 

Whereas  there  are  increasing  reports  of 
driving  after  drug  use  and  accidents  involv- 
ing drivers  who  have  used  marijuana  or 
other  illegal  drugs; 

Whereas  driving  after  the  use  of  thera- 
peutic drugs,  either  alone  or  in  combination 
with  alcohol,  contrary  to  the  advice  of  phy- 
sician, pharmacist,  or  manufacturer,  may 
create  a  safety  hazard  on  the  roads: 

Whereas  more  research  is  needed  on  the 
effect  of  drugs  either  alone  or  in  combina- 
tion with  alcohol,  on  driving  ability  and  the 
incidence  of  traffic  accidents; 

Whereas  an  increased  public  awareness  of 
the  gravity  of  the  problem  of  drugged  driv- 
ing may  warn  drug  users  to  refrain  from 
driving  and  may  stimulate  interest  in  in- 
creasing necessary  research  on  the  effect  of 
drugs  on  driving  ability  and  the  incidence  of 
traffic  accidents: 

Whereas  the  public,  particularly  through 
the  work  of  citizens  groups,  is  demanding  a 
solution  to  the  problem  of  drunk  and 
drugged  driving; 

Whereas  the  Presidential  Commission  on 
Drunk  Driving,  appointed  to  heighten 
public  awareness  and  stimulate  the  pursuit 
of  solutions,  provided  vital  recommenda- 
tions for  remedies  for  the  problem  of  drunk 
driving; 

Whereas  the  National  Commission 
Against  Drunk  Driving  was  established  to 
assist  State  and  local  governments  and  the 
private  sector  to  implement  these  recom- 
mendations; 

Whereas  most  States  have  appointed  task 
forces  to  examine  existing  drunk  driving 
programs  and  make  recommendations  for  a 
renewed  comprehensive  approach,  and  in 
many  cases  their  recommendations  are  lead- 
ing to  enactment  of  new  laws,  along  with 
stricter  enforcement: 

Whereas  the  best  defense  against  the 
drunk  or  drugged  driver  is  the  use  of  safety 
belts  and  consistent  safety  belt  usage  by  all 
drivers  and  passengers  would  save  as  many 
as  ten  thousand  lives  each  year; 

Whereas  an  increase  in  the  public  aware- 
ness of  the  problem  of  drunk  and  drugged 
driving  may  contribute  to  a  change  in  soci- 
ety's attitude  toward  the  drunk  or  drugged 
driver  and  help  to  sustain  current  efforts  to 
develop  comprehensive  solutions  at  the 
State  and  local  levels; 

Whereas  the  Christmas  and  New  Year 
holiday  period,  with  more  drivers  on  the 
roads  and  an  increased  number  of  social 
functions,  is  a  particularly  appropriate  time 
to  focus  national  attention  on  this  critical 
problem: 

Whereas  designation  of  National  Drunk 
and  Drugged  Driving  Awareness  week  in 
each  of  the  last  four  years  stimulated  many 
activities  and  programs  by  groups  in  both 
the  private  and  public  sectors  aimed  at  curb- 
ing drunk  and  drugged  driving  in  the  high- 
risk  Christmas  and  New  Year  holiday  period 
and  thereafter;  and 

Whereas  the  activities  and  programs 
during  National  Drunk  and  Drugged  Driv- 
ing Awareness  Week  have  heightened  the 
awareness  of  the  American  public  to  the 
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danger  of  drunk  and  drugged  driving:  Now, 
therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  ATnenca 
in  Congress  assembled.  That  the  week  of 
December  14,  1986,  through  December  20, 
1986,  is  designated  as  "National  Drunk  and 
Drugged  Driving  Awareness  Week"  and  the 
President  is  authorized  and  requested  to 
issue  a  proclamation  calling  upon  the  people 
of  the  United  States'  to  observe  that  week 
with  appropriate  activities. 

The  Senate  joint  resolution  was  or- 
dered to  be  read  a  third  time,  was  read 
the  third  time,  and  passed,  and  a 
motion  to  reconsider  wsis  laid  on  the 
table. 


NATIONAL  DRUG  ABUSE  EDUCA- 
TION AND  PREVENTION  WEEK 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  Senate  joint  resolution  (S.J. 
Res.  354)  to  designate  the  week  of  Oc- 
tober 5,  1986,  through  October  11, 
1986,  as  "National  Drug  Abuse  Educa- 
tion and  Prevention  Week,"  and  ask 
for  its  immediate  consideration. 

The  Clerk  read  the  title  of  the 
Senate  joint  resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Reserving  the  right  to 
object,  Mr.  Speaker,  I  do  not  object, 
but  simply  would  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  GILMAN.  Mr.  Speaker,  I  rise  in  support 
of  House  Joint  Resolution  619,  designating 
the  week  of  October  5,  1986  through  October 
11,  1986,  as  the  National  Drug  Abuse  Educa- 
tion and  Prevention  Week. 

As  the  ranking  minority  member  of  our  Nar- 
cotics Select  Committee,  and  as  a  cosponsor 
of  House  Joint  Resolution  61 9,  I  want  to  com- 
mend the  distinguished  gentleman  from  Flori- 
da [Mr.  Bennett]  for  his  leadership,  his  tire- 
less efforts  in  helping  to  combat  narcotics 
trafficking  and  drug  abuse,  and  for  introducing 
this  resolution. 

Mr.  Speaker,  this  resolution  is  extremely 
timely.  Just  last  week  the  House  overwhelm- 
ingly passed,  by  a  vote  of  392-16,  H.R*5484, 
the  Omnibus  Drug  Enforcement,  Education 
and  Control  Act  of  1986,  which  among  other 
provisions,  provides  S350  million  for  drug  pre- 
vention education  assistance  that  would  beef- 
up  Federal,  State,  and  local  efforts  to  help 
prevent  drug  abuse.  Along  with  the  Presi- 
dent's announcement  equating  drug  trafficking 
and  drug  abuse  as  a  national  security  threat 
and  his  recent  proposal  to  focus  attention  on 
creating  drug-free  schools  and  a  drug-free 
work  environment,  we  are  now  beginning  to 
see  an  increased  awareness  by  the  public  as 
to  the  dangers  of  drug  trafficking  and  drug 
abuse. 

This  measure  which  the  distinguished  gen- 
tleman from  Florida  has  introduced  and  which 
I  am  very  proud  to  cosponsor,  will  go  a  long 
way  in  helping  to  raise  the  public's  conscious- 


ness as  to  the  dangers  that  heroin,  cocaine— 
and  now  the  new  deadly  derivative  crack- 
marijuana,  PCP,  and  other  deadly  drugs,  are 
having  upon  our  citizens  and  upon  our  society. 

Accordingly,  Mr.  Speaker,  I  urge  my  col- 
leagues to  support  this  measure. 

Mr.  HANSEN.  Mr.  Speaker,  I  with- 
draw my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  Senate  joint  res- 
olution, as  follows: 

S.J.  Res.  354 

Whereas  the  illegal  drug  trade  consists  of 
approximately  $100  billion  in  retail  business 
per  year; 

Whereas  removing  the  demand  for  drugs 
would  reduce  the  illegal  drug  trade; 

Whereas  drug  abuse  destroys  the  future 
of  many  of  the  young  people  and  adults  in 
the  Nation; 

Whereas  the  eradication  of  drug  abuse  re- 
quires a  united  mobilization  of  national  re- 
sources, including  law  enforcement  and  edu- 
cational efforts:  and 

Whereas  the  most  effective  deterrent  to 
drug  abuse  is  education  of  parents  and  chil- 
dren in  the  home,  classroom,  and  communi- 
ty: Now,  therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  the  week  of 
October  5,  1986.  through  October  11,  1986, 
is  designated  as  "National  Drug  Abuse  Edu- 
cation and  Prevention  Week",  and  the  Presi- 
dent is  authorized  and  requested  to  issue  a 
proclamation  calling  upon  the  people  of  the 
United  States  to  participate  in  drug  abuse 
education  and  prevention  programs  in  their 
communities  and  encourage  parents  and 
children  to  investigate  and  discuss  drug 
abuse  problems  and  possible  solutions. 

The  Senate  joint  resolution  was  or- 
dered to  be  read  a  third  time,  was  read 
the  third  time,  and  passed,  and  a 
motion  to  reconsider  was  laid  on  the 
table. 


D  1915 

NATIONAL  ADULT  DAY  CARE 
CENTER  WEEK 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  joint  resolution  (H.J.  Res.  617) 
to  designate  the  week  beginning  Sep- 
tember 21,  1986,  as  "National  Adult 
Day  Care  Center  Week,"  and  ask  for 
its  inmiediate  consideration. 

The  Clerk  read  the  title  of  the  joint 
resolution. 

The  SPEAKER  pro  tempore.  (Mr. 
Olin).  Is  there  objection  to  the  re- 
quest of  the  gentleman  from  New 
York? 

Mr.  HANSEN.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  I  do  not  object, 
but  simply  would  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 


The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  joint  resolution, 
as  follows: 

H.J.  Res.  617 

Whereas  more  than  1.000  awlult  day  care 
centers  are  in  operation  nationwide,  provid- 
ing safe  and  positive  envirorunents  to  func- 
tionally disabled  adults  and  senior  citizens 
who  are  in  need  of  daytime  assistance  or  su- 
pervision: 

Whereas  adult  day  care  centers  have  com- 
prehensive programs  providing  a  variety  of 
services  related  to  health,  including  medical 
therapy,  medication  monitoring,  counseling, 
and  health  education: 

Whereas  adult  day  care  centers  are  oper- 
ated by  professional  staffs  which  identify 
individual  health  needs  and  give  appropri- 
ate advice: 

Whereas  adult  day  care  centers  assist 
functionally  disabled  adults  and  senior  citi- 
zens in  maintaining  a  maximum  level  of  in- 
dependence: 

Whereas  adult  day  care  centers  provide 
opportunities  for  social  interaction  to  indi- 
viduals who  otherwise  may  be  socially  iso- 
lated: and 

Whereas  adult  day  care  centers  offer 
relief  to  families  who  otherwise  must  pro- 
vide constant  care  to  functionally  disabled 
adults  and  senior  citizens,  including  victims 
of  Alzheimer's  disease  and  other  forms  of 
dementia:  Now,  therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  Stales  of  America 
in  Congress  assembled.  That  the  week  be- 
ginning September  21.  1986,  is  designated 
"National  Adult  Day  Care  Center  Week'. 
The  President  is  requested  to  issue  a  procla- 
mation calling  on  the  people  of  the  United 
States  to  observe  such  week  with  appropri- 
ate ceremonies  and  activities. 

The  joint  resolution  was  ordered  to 
be  engrossed  and  read  a  third  time, 
was  read  the  third  time,  and  passed, 
and  a  motion  to  reconsider  was  laid  on 
the  table. 


NATIONAL  CHILDREN'S 
TELEVISION  AWARENESS  WEEK 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  joint  resolution  (H.J.  Res.  710) 
to  designate  the  week  beginning  Octo- 
ber 6,  1986,  as  "National  Children's 
Television  Awareness  Week,"  and  ask 
for  its  immediate  consideration. 

The  Clerk  read  the  title  of  the  joint 
resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  I  do  not  object, 
but  simply  would  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 
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The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  joint  resolution, 
as  follows: 

H.J.  Res.  710 

Whereas  children  on  average  spend  4 
hours  of  each  day  watching  television  and 
will  have  spent  almost  15.000  hours  watch- 
ing television  by  the  time  they  finish  high 
school: 

Whereas  television  can  create  an  intellec- 
tual and  emotional  environment  which  can 
play  a  critical  role  in  shaping  a  child's  devel- 
opment and  perception  of  the  world: 

Whereas  television  has  the  power  to  pro- 
mote and  reinforce  the  pro-social  values 
parents  try  to  teach  their  children  regard- 
ing health  and  safety: 

Whereas  television  often  serves  as  a  com- 
panion and  babysitter  for  children  with 
working  parents: 

Whereas  many  people  do  not  realize  tele- 
vision's great  potential  for  enriching  family 
life  and  for  improving  children's  education; 

Whereas  families  need  to  be  shown  how  to 
use  television  as  an  educational  re.source: 

Whereas  national  attention  must  be  fo- 
cused on  the  positive  role  that  television  can 
play  in  child  development  to  insure  that 
broadcasters  uphold  their  obligation  to 
serve  the  child  audience: 

Whereas  schools,  libraries,  religious  insti- 
tutions, aoid  community  groups  need  to 
work  with  broadcasters  in  helping  parents 
and  children  take  advantage  of  television's 
potential  as  an  educational  and  learning 
device:  and 

Whereias  greater  awareness  must  be 
achieved  regarding  how  television  can  be  ef- 
fectively utilized  and  further  developed  to 
enhance  the  education  of  children:  Now, 
therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  the  week  be- 
ginning October  6.  1986.  is  designated  as 
"National  Children's  Television  Awareness 
Week  ".  The  President  is  requested  to  issue  a 
proclamation  calling  upon  the  people  of  the 
United  States  to  observe  such  week  with  ap- 
propriate ceremonies  and  activities. 

AMENDMENT  OFFERED  BY  MR.  GARCIA 

Mr.  GARCIA.  Mr.  Speaker.  I  offer 

an  amendment. 
The  Clerk  read  as  follows: 
Amendment  offered  by  Mr.  Garcia: 
Page  3.   line   3,   strike     October  6"   and 

insert  "October  12". 

The  question  is  on  the  amendment 
offered  by  the  gentleman  from  New 
York  [Mr.  Garcia], 

The  amendment  was  agreed  to. 

The  joint  resolution  was  ordered  to 
be  engrossed  and  read  a  third  time, 
was  read  the  third  time,  and  passed. 

TITLE  AMENDMENT  OFFERED  BY  MR.  GARCIA 

Mr.  GARCIA.  Mr.  Speaker.  I  offer 
an  amendment  to  the  title. 

The  Clerk  read  as  follows: 

Title  amendment  offered  by  Mr.  Garcia: 
Amend  the  title  so  as  to  read  as  follows: 

"Joint  resolution  to  designate  the  week 
beginning  October  12.  1986,  as  National 
Children's  Television  Awareness  Week"  " 

The  title  amendment  was  agreed  to. 
A  motion  to  reconsider  was  laid  on 
the  table. 


September  18,  1986 


NATIONAL  APLASTIC  ANEMIA 

AWARENESS  WEEK 
Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  joint  resolution  (H.J.  Res.  611) 
to  designate  the  period  of  December  1, 
1986.  through  December  7.  1986,  as 
"National  Aplastic  Anemia  Awareness 
Week",  and  ask  for  its  immediate  con- 
sideration. 

The  Clerk  read  the  title  of  the  joint 
resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  I  do  not  object, 
but  simply  would  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  CARPER.  Mr.  Speaker,  I  am  pleased 
that  the  House  has  adopted  House  Joint  Res- 
olution 611,  a  bill  that  designates  the  week  of 
December  1-7,  1986,  as  National  Aplastic 
Anemia  Awareness  Week. 

Senators  Biden  and  Roth  joined  me  on 
April  22,  1986,  in  introducing  this  legislation  at 
the  urging  of  the  father  of  an  11 -year-old 
Delaware  girl,  Nicole  Kathleen,  Cerchio,  who 
lost  a  long  battle  with  the  disease  last  year. 
Like  many  Americans.  I  was  not  really  familiar 
with  Aplastic  Anemia.  As  a  result  of  my  work 
on  this  bill,  I  now  know  that  Aplastic  Anemia  is 
a  fatal  disease  of  the  bone  marrow  which 
strikes  2,000  American  every  year.  It  occurs 
when  bone  marrow  stops  producing  blood 
cells— red  cells,  white  cells,  and  platelets.  The 
only  known  cure  is  a  bone  marrow  transplant, 
an  operation  for  which  it  is  very  difficult  to  find 
suitable  donors. 

It  is  clear  that  more  research  Is  required  to 
understand  how  to  attack  this  little-known 
killer.  With  Federal  research  budgets  reduced 
due  to  current  fiscal  constraints,  private  contri- 
butions must  be  increased.  I  have  been  In- 
formed by  the  Aplastic  Anemia  Foundation  of 
America  that  its  fundraising  efforts  for  re- 
search have  been  hampered  by  the  lack  of 
public  awareness  of  the  disease.  I  hope  that 
designation  of  this  commemorative  week  will 
make  more  Americans  aware  of  the  fight 
against  Aplastic  Anemia  and  other  bone 
marrow  diseases.  If  even  a  few  more  private 
individuals  join  this  fight  as  a  result  of  our  res- 
olution, we'll  be  closer  to  our  goal  of  beating 
this  illness. 

Mr.  HANSEN.  Mr.  Speaker.  I  with- 
draw my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  joint  resolution, 
as  follows; 

H.J.  Res.  611 

Whereas  aplastic  anemia  is  a  rare  but  ex- 
tremely serious  disorder  that  results  from 
the  unexplained  failure  of  the  bone  marrow 
to  produce  blood  cells; 

Whereas  aplastic  anemia  fatally  strikes 
2.000  Americans  of  all  ages  each  year: 


Whereas  the  causes  of  aplastic  anemia  are 
not  known  and  there  is  only  a  limited  un- 
derstanding of  how  to  treat  the  disease:  and 

Whereas  increased  public  education  on 
aplastic  anemia  will  facilitate  the  battle 
against  all  bone  marrow  diseases:  Now, 
therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  the  period  of 
December  1,  1986,  through  December  7, 
1986,  is  designated  as  "National  Aplastic 
Anemia  Awareness  Week "  and  the  Presi- 
dent is  authorized  and  requested  to  issue  a 
proclamation  calling  upon  the  American 
public  to  observe  such  period  with  appropri- 
ate activities  to  assure  a  better  understand- 
ing of  aplastic  anemia. 

The  joint  resolution  was  ordered  to 
be  engrossed  and  read  a  third  time, 
was  read  the  third  time,  and  passed, 
and  a  motion  to  reconsider  was  laid  on 
the  table. 


NATIONAL  JOB  SKILLS  WEEK 

Mr.  GARCIA.  Mr.  Speaker.  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  joint  resolution  (H.J.  Res.  721) 
to  designate  the  week  of  October  12. 
1986,  through  October  18,  1986.  as 
"National  Job  Skills  Week,"  and  ask 
for  its  immediate  consideration. 

The  Clerk  read  the  title  of  the  joint 
resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  I  do  not  object, 
but  simply  would  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  joint  resolution, 
as  follows: 

H.J.  Res.  721 

Whereas  one  of  the  most  critical  problems 
facing  the  Nation  is  to  design  and  engineer 
a  national  work  force  that  can  meet  the 
challenges  of  today  and  tomorrow; 

Whereas  work  in  the  United  States  is  un- 
dergoing rapid  and  profound  change: 

Whereas  advances  in  technology  will  re- 
quire new  skills  not  now  held  by  the  nation- 
al work  force: 

Whereas  it  is  predicted  that  during  the 
decade  beginning  in  1980.  businesses  will  ex- 
perience a  shortage  of  skilled  workers: 

Whereas  the  skills  of  many  young  adults 
and  teenagers  are  inadequate  to  perform 
jobs  that  are  becoming  available,  thereby 
contributing  to  a  much  greater  than  normal 
unemployment  rate  among  young  people; 

Whereas  the  ability  to  maintain  a  com- 
petitive and  productive  edge  necessary  for  a 
strong  economy  and  relatively  high  quality 
of  life  standard  are  dependent  on  the  na- 
tional work  force; 
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Whereas  the  productivity  and  ability  of 
the  Nation  to  compete  in  a  world  economy 
are  dependent  on  the  national  work  force: 
and 

Whereas  a  National  Job  Skills  Week  can 
serve  to  highlight  the  many  changes  that 
are  underway  in  the  workplace  which  have 
necessitated  the  learning  of  new  skills,  con- 
centrate attention  on  private  and  public  job 
training  efforts,  and  bring  attention  to 
present  and  future  work  force  needs:  Now, 
therefore,  be  it 

Resolved  by  the  Senate  and  Hoxise  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  the  week  of 
October  12,  1986,  through  October  18,  1986, 
is  designated  as  "National  Job  Skills  Week", 
and  the  President  is  authorized  and  request- 
ed to  issue  a  proclamation  calling  upon  the 
people  of  the  United  States  and  interested 
groups  to  observe  such  week  with  appropri- 
ate programs  and  activities. 

The  joint  resolution  was  ordered  to 
be  engrossed  and  read  a  third  time, 
was  read  the  third  time,  and  passed, 
and  a  motion  to  reconsider  was  laid  on 
the  table. 


UNITED  STATES-CANADA  DAYS 
OF  PEACE  AND  FRIENDSHIP 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  Senate  joint  resolution  (S.J. 
Res.  402)  designating  July  2  and  3, 
1987,  as  the  "United  States-Canada 
Days  of  Peace  and  Friendship,"  and 
ask  for  its  immediate  consideration. 

The  Clerk  read  the  title  of  the 
Senate  joint  resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  I  do  not  object, 
but  simply  would  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  Senate  joint  res- 
olution, as  follows: 

S.J.  Res.  402 

Whereas,  since  the  War  of  1812,  the 
people  of  the  United  States  and  Canada 
have  peacefully  shared  and  extended  the 
longest  border  in  the  world; 

Whereas  more  cultural  and  economic  ex- 
changes are  made  between  the  United 
States  and  Canada  than  any  other  two 
countries: 

Whereas  the  United  States  and  Canada 
have  welcomed  immigrants  from  all  nations 
everywhere,  resulting  in  rich  and  similar 
cultures  in  each  country; 

Whereas  the  United  States  and  Canada 
share  common  ideals  and  institutions,  in- 
cluding freedom,  democracy,  human  rights, 
justice  under  law,  and  an  ardent  desire  for  a 
peaceful  world; 


Whereas  the  United  States  and  Canada 
have  been  allies  against  tyranny  in  two 
World  Wars: 

Whereas  the  United  States  and  Canada 
have  confronted  differences  between  the 
two  countries  with  diplomacy  and  goodwill; 

Whereas  the  United  States  and  Canada 
are  rich  in  resources  and,  together,  repre- 
sent an  ever-more-powerful  prospect  for 
world  economic  progress: 

Whereas  the  United  States  and  Canada 
demonstrate  the  dynamism  of  democracy 
and,  together,  contribute  to  establishing 
lasting  peace  in  the  world; 

Whereas  a  similar  resolution  commemo- 
rating continued  peace  and  friendship  be- 
tween the  United  States  and  Canada  has 
been  proposed  in  the  Canadian  Parliament; 

Whereas  in  Canada  July  1  is  Canada  Day; 

Whereas  in  the  United  States  July  4  is  In- 
dependence Day;  and 

Whereas  the  days  between  Canada  Day 
and  Independence  Day  are  appropriate 
annual  days  on  which  to  commemorate  the 
friendship  between  the  United  States  and 
Canada:  Now,  therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  July  2  and  3, 
1987,  are  designated  as  "United  States- 
Canada  Days  of  Peace  and  Friendship",  and 
the  President  of  the  United  States  is  au- 
thorized and  requested  to  issue  a  proclama- 
tion calling  upon  the  people  of  the  United 
States  to  observe  such  days  with  appropri- 
ate ceremonies  and  activities. 

The  Senate  joint  resolution  was  or- 
dered to  be  read  a  third  time,  was  read 
the  third  time,  and  passed,  and  a 
motion  to  reconsider  was  laid  on  the 
table. 


AMERICAN  BUSINESS  WOMEN'S 
DAY 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  Senate  joint  resolution  (S.J. 
Res.  196)  designating  September  22, 
1986,  as  "American  Business  Women's 
Day,"  and  ask  for  its  immediate  con- 
sideration. 

The  Clerk  read  the  title  of  the 
Senate  joint  resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  I  do  not  object, 
but  simply  would  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  Speaker,  under  my  reservation 
of  objection,  I  yield  to  the  gentleman 
from  Florida  [Mr.  Shaw]  who  is  the 
chief  sponsor  of  House  Joint  Resolu- 
tion 379,  to  authorize  and  request  the 
President  to  issue  a  proclamation  des- 
ignating September  22,  1986,  as 
"American  Business  Women's  Day." 

Mr.  SHAW.  Mr.  Speaker,  this  legisla- 
tion designates  September  22  as 
"American  Business  Women's  Day." 

This  day  would  mark  the  importance 
of  American  business  women  to  the 
whole  Nation  and  allow  us  to  focus  our 


attention  on  the  expanding  role  of 
women  in  business.  Indeed,  this  is  a 
day  to  truly  celebrate. 

I  would  like  to  give  special  thanks  to 
the  American  Business  Women's  Asso- 
ciation, for  without  their  help,  this 
day  would  not  have  been  possible. 

"The  Association,  known  as  ABWA,  is 
a  national  association  that  promotes 
professional  and  educational  advance- 
ment for  women.  This  organization 
awards  scholarships  to  women  not 
only  entering  college,  university  or  vo- 
cational training  programs,  but  also  to 
women  who  need  to  refresh  job  skills 
before  reentering  the  work  force  and 
to  women  who  need  certain  courses  in 
order  to  qualify  for  promotion  and 
career  advancement. 

Since  1949.  the  ABWA  has  awarded 
a  total  of  $21  million  in  scholarships. 
Just  last  year,  ABWA  awarded  $3  mil- 
lion in  scholarships  to  more  than  6,000 
women. 

Mr.  Speaker,  we  are  entering  a  new 
era  as  women  gain  prominence  as 
never  before  in  business,  politics,  sci- 
ence and  philosophy.  Organizations 
such  as  the  ABWA  encourage  today's 
women  to  pursue  their  dreams  and 
then  gives  them  the  help  to  make 
those  dreams  reality. 

The  ABWA  deserves  congratulations 
on  behalf  of  their  efforts  for  all  Amer-  ■■ 
ican  business  women  and  for  women 
across  our  Nation. 

Mr.  GILMAN.  Mr.  Speaker,  I  am  pleased  to 
rise  today  in  support  of  House  Joint  Resolu- 
tion 379,  designating  September  22,  1986,  as 
"American  Business  Women's  Day."  Women 
who  are  leaders  in  the  business  community 
are  seldom  recognized  for  their  outstanding 
contributions  to  our  economy. 

A  recent  report  issued  by  the  Bureau  of  the 
Census  illustrates  their  key  role  among  our 
nations  entrepreneurs.  The  Bureau  of  the 
Census  determined  that  2.9  million  business- 
es— one  fourth  of  all  businesses  nationwide 
(excluding  large  corporations)  are  women- 
owned  firms.  Businesses  owned  by  women 
accounted  for  $98.3  billion  in  gross  receipts 
nationally. 

In  my  own  State  of  New  York,  over  1 89.000 
women-owned  firms  contribute  over  $8  billion 
in  sales  and  receipts  to  the  states'  economy. 

It  is  fitting  that  September  22,  1986  is  under 
consideration  for  designation  as  Amencan 
Business  Women's  Day.  Later  that  same 
week,  t  will  join  with  my  good  friend  and  col- 
league Congressman  Hamilton  Fish,  Jr.,  in 
hosting  the  women  leaders  of  our  congres- 
sional districts.  Women  Business  Leaders  will 
be  joined  by  women  leaders  in  local  govern- 
ment and  the  professions  in  participating  in  a 
conference  on  issues  of  national  concern.  The 
subjects  for  this  year  will  include  the  implica- 
tions of  tax  reform,  long-term  prospects  of  the 
Federal  role  in  health  care,  the  budget,  and  a 
forum  discussion  on  one  of  our  Nation's  most 
serious  problems— narcotics  abuse. 

I  again  applaud  the  long-overdue  recogni- 
tion of  women  in  business.  I  commend  the 
gentleman  from  Florida  [Mr.  Shaw]  for  his 
leadership  in  sponsoring  this  measure. 
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Mr.  HANSEN.  Mr.  Speaker,  I  with- 
draw my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  Senate  joint  res- 
olution, as  follows: 

S.J.  Res.  196 

Whereas  the  American  Business  Women's 
Association  is  a  national  educational  asso- 
ciation that  promotes  professional  and  edu- 
cational advancement  for  women: 

Whereas  the  American  Business  Women's 
Association  awarded  $2,900,000  In  scholar- 
ships to  over  six  thousand  women  in  1984. 
and  has  awarded  more  than  $18,000,000  In 
scholarships  since  1949: 

Whereas  the  American  Business  Women's 
Association  has  more  than  one  hundred  and 
ten  thousand  members  and  two  thousand 
one  hundred  chapters  throughout  the 
United  States  and  its  territories: 

Whereas  the  American  Business  Women's 
Association  encourages  women  to  expand 
horizons,  diversify  skills,  and  set  higher  per- 
sonal and  career  goals:  and 

Whereas  Congress  recognizes  the  impor- 
tant contributions  of  American  business- 
women to  our  Nation's  continuing  vitality: 
Now,  therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  September  22, 
1986.  is  designated  "American  Business 
Women's  Day  ".  The  president  is  authorized 
and  requested  to  Issue  a  proclamation  call- 
ing upon  the  people  of  the  United  States  to 
observe  that  day  with  appropriate  ceremo- 
nies and  activities. 

The  Senate  joint  resolution  was  or- 
dered to  be  read  a  third  time,  was  read 
the  third  time,  and  passed,  and  a 
motion  to  reconsider  was  laid  on  the 
Uble. 


NATIONAL  SCHOOL-AGE  CHILD 
CARE  AWARENESS  WEEK 

Mr.  GARCIA.  Mr.  Speaker.  I  ask 
unanimous  consent  to  take  from  the 
Speaker's  table  the  joint  resolution 
(H.J.  Res.  60)  to  designate  the  week 
begiiming  September  1,  1985,  as  "Na- 
tional School-Age  Child  Care  Aware- 
ness Week,"  with  Senate  amendments 
thereto,  and  concur  in  the  Senate 
amendments. 

The  Clerk  read  the  title  of  the  joint 
resolution. 

The  Clerk  read  the  Senate  amend- 
ments, as  follows: 

Page  2,  line  3  strike  out  'September  1. 
1985"  and  Insert  "September  15,  1986  ". 

Amend  to  title  so  as  to  read:  "Joint  resolu- 
tion to  designate  the  week  beginning  Sep- 
tember 15.  1986,  as  National  School-Age 
Child  Care  Awareness  Week'." 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  I  do  not  object, 
but  simply  would  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 


Mr.  Speaker,  under  my  reservation 
of  objection,  I  yield  to  the  gentleman 
from  Maine  [Mr.  McKernan]  who  is 
the  chief  sponsor  of  House  Joint  Reso- 
lution 60.  to  authorize  and  request  the 
President  to  issue  a  proclamation  des- 
ignating the  week  beginning  Septem- 
ber 15,  1986,  as  National  School-Age 
Child  Care  Awareness  Week. 

(Mr.  McKERNAN  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  McKERNAN.  Mr.  Speaker,  I  rise 
in  support  of  House  Joint  Resolution 
60,  designating  this  week  as  National 
School-Age  Child  Care  Awareness 
Week.  I  introduced  this  bill  to  draw  at- 
tention to  the  problems  of  children  in 
self-care— the  so-called  latchkey  chil- 
dren. 

Two  years  ago.  Congress  passed,  and 
the  President  signed,  a  similar  bill,  set- 
ting aside  a  week  in  September  for 
Americans  to  learn  about,  and  respond 
to.  the  special  problems  of  the  millions 
of  children  who  are  in  self-care  in  our 
country  each  day.  National  School-Age 
Child  Care  Awareness  Week  provides  a 
focal  point  around  which  local  commu- 
nities. States,  and  national  organiza- 
tions can  conduct  activities  to  height- 
en public  awareness  of  the  problems  of 
latchkey  children. 

As  the  fabric  of  our  society  changes, 
so  do  the  needs  of  our  families  and 
children.  Today,  more  than  half  of 
America's  children  have  two  parents 
in  the  work  force,  and  one  in  five  chil- 
dren grows  up  in  a  one-parent  family. 
In  my  State  of  Maine,  a  survey  re- 
vealed that  close  to  25,000  Maine  chil- 
dren between  the  ages  of  6  and  12  are 
spending  time  in  self -care  each  week. 

As  this  group  continues  to  expand, 
the  associated  problems  can  be  expect- 
ed to  grow,  too.  A  shortage  of  good,  af- 
fordable day  care  has  been  identified 
time  and  again  in  hearings  held  by  the 
House  Select  Committee  on  Children, 
Youth  and  Families,  on  which  I  serve. 
Children  in  self-care  are  often  found 
to  be  lonely,  frightened,  and  vulnera- 
ble. We  can  take  a  big  step  toward  ad- 
dressing these  issues  by  lending  recog- 
nition to  the  problems. 

I  want  to  sincerely  thank  Senator 
Hawkins  for  her  assistance  in  passing 
this  legislation  in  the  Senate,  and  to 
ask  the  support  of  my  House  col- 
leagues for  this  measure. 

Mr.  HANSEN.  Mr.  Speaker,  I  with- 
draw my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

A  motion  to  recorxsider  was  laid  on 
the  table. 


NATIONAL  DAY  OF  EXCELLENCE 
IN  HONOR  OF  THE  CREW  OF 
THE  SPACE  SHUTTLE  "CHAL- 
LENGER" 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  joint  resolution  (H.J.  Res.  588) 
commemorating  January  28,  1987,  as  a 
National  Day  of  Excellence  in  honor 
of  the  crew  of  the  space  shuttle  Chal- 
lenger, and  ask  for  its  immediate  con- 
sideration. 

The  Clerk  read  the  title  of  the  joint 
resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  I  do  not  object, 
but  simply  would  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  KOLBE.  Mr.  Speaker,  January  28,  1987, 
will  provide  this  country  the  opportunity  to  ap- 
propriately recall  the  sacrifice  of  the  crew  of 
the  space  shuttle  Challenger  and  to  honor  the 
dedication  and  commitment  to  the  pursuit  of 
excellence  exemplified  by  those  seven  Ameri- 
can heroes. 

House  Joint  Resolution  588,  proclaims  Jan- 
uary 28  a  "National  Day  of  Excellence"  in 
honor  of  the  Challenger  Crew  who  gave  their 
lives  while  striving  for  an  excellence  of  tech- 
nology, of  goal,  and  of  personal  achievement. 

It  should,  most  emphatically,  not  be  a  holi- 
day. On  the  contrary,  it  should  be  a  day  when 
Americans  rededicate  themselves  to  the 
simple,  but  sometimes  forgotten,  pursuit  of  ex- 
cellence, performing  their  work  with  the  great- 
est pride  and  success  that  is  possible.  In  lieu 
of  a  passive  or  static  event,  this  tribute  will 
provide  an  opportunity  for  all  of  us  to  partici- 
pate, and  to  be  made  better  by  virtue  of  our 
participation.  It  is  to  be  a  time  to  focus  our  at- 
tention on  the  rewards  and,  yes,  the  risks  of 
extending  our  reach  beyond  the  familiar  and 
mediocre  toward  new  knowledge,  toward  new 
insights,  and  toward  a  final  embrace  of  the 
ideal  of  excellence  pursued  so  fervently  by 
the  crew  of  the  Challenger 

It  is  to  be  a  day  when  the  best  cars  roll  off 
the  assembly  line,  when  educators  teach  their 
best  lessons,  and  when  the  best  national 
ideas  are  born:  a  time  set  aside  to  excel  in 
each  of  our  endeavors.  Each  year  we  should 
see  product  labels  marked  "Manufactured 
January  28"  and  know,  this  is  America's 
finest. 

The  vision  of  a  "National  Day  of  Excel- 
lence" was  first  proposed  by  Ed  McDonald,  a 
Tucson  schoolteacher  of  handicapped  chil- 
dren. Since  our  original  discussions.  House 
Joint  Resolution  588  has  been  endorsed  by 
educational  organizations,  city  governments, 
and  aerospace  organizations.  Particularly  sat- 
isfying to  me  personally  has  been  the  enthusi- 
astic support  of  the  Young  Astronauts  Council. 

I  ask  you  to  join  me  today  in  accepting  this 
challenge  of  the  space  shuttle  Challenger  by 
designating  January  28,  1987,  as  a  "National 
Day  of  Excellence." 
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Mr.  HANSEN.  Mr.  Speaker,  I  with- 
draw my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  joint  resolution, 
as  follows: 

H.J.  Res.  588 

Whereas  on  January  28,  1986.  the  seven 
crew  members  of  the  space  shuttle  Chal- 
lenger, Commander  Francis  R.  Scobee,  Pilot 
Michael  J.  Smith,  Mission  Specialist  Ellison 
S.  Onlzuka,  Mission  Specialist  Ronald  E. 
McNair,  Mission  Specialist  Judith  Resnik, 
Payload  Specialist  Gregory  B.  Jarvis,  Teach- 
er-Observer S.  Christa  McAuliffe.  were 
killed  in  a  tragic  explosion  shortly  after  lift- 
off; 

Whereas  each  of  the  crew  members  of  the 
Challenger  was  a  true  American  hero  who 
represented  the  best  and  the  brightest  that 
our  Nation  has  to  offer; 

Whereas  the  crew  of  the  Challenger  gave 
their  lives  while  striving  for  an  excellence  of 
technology,  of  goal,  and  of  personal  achieve- 
ment which  fills  all  Americans  with  a  sense 
of  pride  in  their  fellow  human  beings  and 
countrymen; 

Whereas  the  most  appropriate  tribute  we 
could  pay  the  crew  of  the  Challenger  is  a 
national  day  when  Americans  would  dedi- 
cate themselves  in  all  their  endeavors  to  the 
pursuit  of  excellence  which  makes  our  coun- 
try great; 

Whereas  the  American  spirit  is  most  re- 
sponsive to  a  living  tribute  in  which  all  citi- 
zens can  participate  and  be  enriched  by 
such  participation;  and 

Whereas  this  is  a  day  for  which  our  na- 
tional character  cries  out:  Now,  therefore  be 
it 

Resolved  by  the  Sevate  and  House  of  Rep- 
resentatives oj  the  United  States  of  America 
in  Congress  assembled.  That  January  28, 
1987.  is  designated  as  a  "National  Day  of 
Excellence".  The  President  is  authorized 
and  requested  to  issue  a  proclamation  call- 
ing on  the  people  of  the  United  States  to  ob- 
serve such  a  day— 

( 1 )  by  resolving  that  in  the  course  of  their 
regular  activities  they  will  pursue  the  spirit 
of  excellence  represented  by  the  crew  of  the 
space  shuttle  Challenger;  and 

(2)  with  appropriate  ceremonies  and  ac- 
tivities. 

The  joint  resolution  was  ordered  to 
be  engrossed  and  read  a  third  time, 
was  read  the  third  time,  and  passed, 
and  a  motion  to  reconsider  was  laid  on 
the  table. 


NATIONAL  HOSPICE  MONTH 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  Senate  joint  resolution  (S.J. 
Res.  317)  to  designate  the  month  of 
November  1986  as  "National  Hospice 
Month,"  and  ask  for  its  immediate 
consideration. 

The  Clerk  read  the  title  of  the 
Senate  joint  resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  I  do  not  object. 


but  simply  would  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  Senate  joint  res- 
olution, as  follows: 

S.J.  Res.  317 

Whereas  hospice  care  has  been  demon- 
strated to  be  a  humanitarian  way  for  termi- 
nally ill  patients  to  approach  the  end  of 
their  lives  in  comfort  with  appropriate,  com- 
petent, and  compassionate  care  in  an  envi- 
ronment of  personal  individuality  and  digni- 
ty; 

Whereas  hospice  advocates  care  of  the  pa- 
tient and  family  by  attending  to  their  physi- 
cal, emotional,  and  spiritual  needs  and  spe- 
cifically, the  pain  and  grief  they  experience; 

Whereas  hospice  care  is  provided  by  an 
interdisciplinary  team  of  physicians,  nurses, 
social  workers,  pharmacists,  psychololgical 
and  spiritual  counselors,  and  other  commu- 
nity volunteers  trained  in  the  hospice  con- 
cept of  care; 

Whereas  hospice  is  rapidly  becoming  a 
full  partner  in  the  Nation's  health  care 
system; 

Whereas  the  recent  enactment  of  the 
medicare  hospice  benefit  makes  it  possible 
for  many  more  elderly  Americans  to  have 
the  opportunity  to  elect  to  receive  hospice 
care; 

Whereas  private  insurance  carriers  and 
employers  have  recognized  the  value  of  hos- 
pice care  by  the  inclusion  of  hospice  bene- 
fits in  health  care  coverage  packages;  and 

Whereas  there  remains  a  great  need  to  in- 
crease public  awareness  of  the  benefits  of 
hospice  care:  Now,  therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  the  month  of 
November  1986  is  designated  "National  Hos- 
pice Month".  The  President  is  requested  to 
issue  a  proclamation  calling  upon  all  Gov- 
ernment agencies,  the  health  care  communi- 
ty, appropriate  private  organizations,  and 
people  of  the  United  Slates  to  observe  that 
month  with  appropriate  forums,  programs, 
and  activities  designed  to  encourage  nation- 
al recognition  of  and  support  for  hospice 
care  as  a  humane  response  to  the  needs  of 
the  terminally  ill  and  a  viable  component  of 
the  health  care  system  in  this  country. 

The  Senate  joint  resolution  was  or- 
dered to  be  read  a  third  time,  was  read 
the  third  time,  and  passed,  and  a 
motion  to  reconsider  was  laid  on  the 
table. 


NATIONAL  INDEPENDENT 
RETAIL  GROCER  WEEK 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  Senate  joint  resolution  (S.J. 
Res.  263)  to  designate  the  week  of  Sep- 
tember 7  through  September  13.  1986, 
as  "National  Independent  Retail 
Grocer  Week,"  and  ask  for  its  immedi- 
ate consideration. 


The  Clerk  read  the  title  of  the 
Senate  joint  resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  I  do  not  object, 
but  would  simply  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con-  . 
sidered. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  Senate  joint  res- 
olution, as  follows: 

S.J.  Res.  263 

Whereas  the  independent  retailer  has 
served  the  American  consumer  for  over  two 
hundred  years; 

Whereas  independent  retail  grocers  ac- 
count for  64  per  centum  of  all  grocery  stores 
in  the  United  States  and  are  responsible  for 
nearly  one-half  of  the  grocery  product  dis- 
tributed; 

Whereas  the  independent  retail  grocer  ex- 
emplifies the  small  business  entrepreneur, 
the  backl>one  of  the  American  free  enter- 
prise system;  and 

Whereas  the  independent  retail  grocer 
offers  a  wide  array  of  services  to  the  com- 
munity where  the  grocer  lives  and  does  busi- 
ness: Now.  therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  September  7 
through  September  13,  1986.  be  proclaimed 
as  "National  Independent  Retail  Grocer 
Week". 

AMENDMENT  OFFERED  BY  MR.  GARCIA 

Mr.  GARCIA.  Mr.  Speaker.  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Garcia:  Page 
2.  strike  lines  3  and  4  and  insert  the  follow- 
ing: 

That  Septeml)er  1986  be  proclaimed  "Na- 
tional Independent  Retail  Grocer  Month". 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  amendment  offered 
by  the  gentleman  from  New  York  [Mr. 
Garcia]. 

The  amendment  was  agreed  to. 

The  Senate  joint  resolution  was  or- 
dered to  be  read  a  third  time,  was  read 
the  third  time,  and  passed. 

TITLE  AMENDMENT  OFFERED  BY  MR.  GARCIA 

Mr.  GARCIA.  Mr.  Speaker.  I  offer 
an  amendment  to  the  title. 

The  Clerk  read  as  follows: 

Amendment  to  the  title  offered  by  Mr. 
Garcia:  Amend  the  title  so  as  to  read: 
•Joint  resolution  to  designate  September 
1986  as  National  Independent  ReUil 
Grocer  Month'." 

The  title  amendment  was  agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table. 
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RECOGNIZING  UNITED  WAYS 
lOOTH  ANNIVERSARY 

Mr.  GARCIA.  Mr.  Speaker.  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Post  Office  and  Civil  Service  be 
discharged  from  further  consideration 
of  the  joint  resolution  (H.J.  Res.  684) 
calling  for  recognition  of  United  Way's 
100th  anniversary,  and  ask  for  its  im- 
mediate consideration. 

The  Clerk  read  the  title  of  the  joint 
resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

Mr.  HANSEN.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  I  do  not  object, 
but  would  simply  like  to  inform  the 
House  that  the  minority  has  no  objec- 
tion to  the  legislation  now  being  con- 
sidered. 

Mr.  GILMAN.  Mr.  Speaker,  as  a  cosponsor 
of  House  Joint  Resolution  684,  a  resolution 
commemorating  the  United  Way's  100th  anni- 
versary, I  welcome  this  opportunity  to  express 
my  support  and  praise  of  this  worthy  organiza- 
tion. The  United  Way  has  proposed  invaluable 
assistance  to  many  communities  within  my 
own  congressional  district,  and  to  many 
others  throughout  the  Nation  I  commend  the 
distinguished  gentleman  from  Illinois,  the  mi- 
nority leader,  Mr.  Michel,  and  the  distin- 
guished gentleman  from  Texas,  the  majority 
leader,  Mr.  Wright,  for  introducing  this  impor- 
tant resolution.  I  would  also  like  to  thank  my 
colleague  from  New  York,  Mr.  Garcia,  for  the 
leadership  he  has  provided. 

The  United  Way  has  been  assisting  people 
and  communities  for  a  full  century  by  funding 
a  wide  variety  of  programs,  ranging  from  half- 
way houses  to  advanced  learning  seminars. 
The  United  Way  has  become  America's  pre- 
miere voluntary  organization,  with  over  2,000 
chapters  contributing  to  and  supporting  over 
37,000  agencies  and  programs.  The  beneficial 
influence  of  United  Way  has  been  felt  by  virtu- 
ally every  town  in  the  United  States.  While  we 
are  reminded  of  the  United  Way's  efforts 
every  time  we  watch  a  professional  football 
game,  it  is  especially  appropriate  in  this,  its 
100th  year,  to  applaud  its  past  efforts  and  en- 
courage it  to  continue  its  important  work  and 
achieve  its  goal  of  doubling  its  effective  re- 
sources by  1991. 

Accordingly,  I  urge  my  colleagues  to  sup- 
port House  Joint  Resolution  684,  which  recog- 
nizes the  laudable  endeavors  of  the  United 
Way  and  commemorates  its  100th  anniversa- 
ry, and  hope  for  its  expeditious  enactment. 

Mr.  HANSEN.  Mr.  Speaker,  I  with- 
draw my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 

The  Clerk  read  the  joint  resolution, 
as  follows: 

H.J.  Res.  684 
Whereas  voluntarism,  the  fundamental 
fil)er  which  has  made  America  the  most 
giving  nation  in  the  world,  is  becoming  even 
more  vital,  and  is  being  strongly  encouraged 
and  endorsed  by  the  administration  and  this 
Congress: 


Whereas  America's  United  Way,  our  coun- 
try's premiere  organized  voluntarism  entity 
is  celebrating  the  end  of  its  first  century  of 
service  to  America,  and  is  looking  forward  to 
its  second  century: 

Whereas  there  are  more  than  two  thou- 
sand two  hundred  United  Way  organiza- 
tions across  America  helping  communities 
meet  critical  health  and  human  care  needs 
through  an  ingenious  system  of  local  chari- 
table groups: 

Whereas  these  United  Way  organizations 
involve  tens  of  thousands  of  caring  and  con- 
cerned volunteers  from  all  walks  of  life  in  a 
catalytic  process  of  solving  community  prob- 
lems: 

Whereas  these  organizations  are  responsi- 
ble for  garnering  voluntary  contributions  to 
support  more  than  thirty-seven  thousand 
charities  providing  services  and  programs  to 
aid  tens  of  millions  of  people  throughout 
our  country;  and 

Whereas  to  help  meet  this  Nations  urgent 
health  and  human  care  needs  United  Way 
will  launch  a  Second  Century  Initiative, 
with  the  goal  of  doubling  its  volunteers  and 
financial  resources  by  1991:  Now,  therefore, 
belt 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  the  Congress 
of  the  United  States  hereby  expresses  its 
gratitude  and  that  of  the  American  people 
for  the  outstanding  contribution  made  by 
the  America's  United  Way  over  the  last  cen- 
tury: congratulates  the  America's  United 
Way  on  the  event  of  its  one  hundredth  an- 
niversary: applauds  and  encourages  Ameri- 
cas United  Way  to  continue  its  fine  work 
and  achieve  its  goal  of  doubling  its  effective 
resources  by  1991. 

The  joint  resolution  was  ordered  to 
be  engrossed  and  read  a  third  time, 
was  read  the  third  time,  and  passed, 
and  a  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  GARCIA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
various  pieces  of  commemorative  legis- 
lation just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 


Mr. 


GENERAL  LEAVE 
ROWLAND    of    Georgia.    Mr. 


Speaker,  I  ask  unanimous  consent  that 
all  Members  be  permitted  5  legislative 
days  in  which  to  extend  their  remarks 
and  to  include  therein  extraneous  ma- 
terial on  the  joint  resolution.  House 
Joint  Resolution  732.  which  passed  the 
House  today. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Georgia? 

There  was  no  objection. 


REPORT  SUMMARIZING  FIRST  2 
DAYS  OF  PROCEDURES  OF 
THE  WORLD  TRADE  TALKS 

(Mr.  ALEXANDER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks  and  to  include  extraneous 
matter.) 

Mr.  ALEXANDER.  Mr.  Speaker,  the 
World  Trade  Talks  continue  this  week 
in  Uruguay  and  they  are  watched  by 
all  American  producers,  including 
farmers  who  are  observing  the  chang- 
ing conditions  to  compete  in  interna- 
tional trade.  It  is  vital  that  we  recog- 
nize that  not  only  are  the  conditions 
changing  but  the  rules  to  trade  will 
change. 

This  week,  we  begin  a  round  of  trade 
talks  to  rewrite  the  rules  of  interna- 
tional commerce  among  our  trading 
partners.  I  submit  herewith  a  report 
from  the  U.S.  Representative,  Mr. 
Yeutter,  which  summarizes  the  first  2 
days  of  the  proceedings. 

Office  of  the  U.S. 
Trade  representative 
Washington,  September  17,  1986. 
To:  House  Leadership. 

Prom:  Sol  Mosher,  Assistant  USTR  for  Con- 
gressional Affairs. 
Subject:  GATT  Ministerial  Meeting,  Punta 
Del  E^te,  Uruguay. 

In  an  effort  to  keep  you  informed  of  ongo- 
ing events  at  the  GATT  Ministerial  meeting 
in  Punta  del  Este,  Uruguay,  I  am  enclosing 
(Da  report  on  the  press  briefing  by  U.S.  of- 
ficials yesterday  afternoon,  and  (2)  a  copy 
of  Ambassador  Yeutter's  opening  remarks 
on  Monday. 

We  will  attempt  to  keep  you  updated  on 
the  progress  of  the  meeting  throughout  this 
week. 

Sol  Mosher. 
September  17,  1986. 
News  Prom  Punta  Del  Este 

Ambassador  Yeutter  has  reported  that 
the  atmosphere  at  Punta  Del  Este  remains 
positive,  despite  the  continuing  hard-line 
taken  by  Brazil  and  India  against  including 
services  in  the  Uruguay  Round.  Whirlwind 
plenary,  small  group  and  bilateral  meetings 
are  underway,  with  today  a  "day  of  deci- 
sions". In  particular.  Chairman  Iglesias  indi- 
cated yesterday  that  he  will  decide  today  on 
a  draft  text  for  the  communique.  Time  pres- 
sures intensified  when  the  Japanese  and  the 
five  Southeast  Asian  nations  indicated  that 
they  will  join  us  in  leaving  Punta  this  week- 
end. 

On  agriculture,  Secretary  Lyng  and  Am- 
bassador Smith  are  cautiously  optimistic 
that  satisfactory  treatment  can  be  worked 
out.  Similarly,  intellectual  property  seems 
to  be  moving  forward.  Ambassador  Smith 
again  reminded  the  participants  that  some- 
thing on  investment  must  be  included,  and 
that  just,  a  study  "doesn't  do  it."  Before 
leaving  for  Washington  yesterday.  Con- 
gressman Prenzel  warned  that  the  Congress 
will  not  extend  U.S.  negotiating  authority  If 
it  does  not  like  the  new  round  agenda. 

Ambassador  Smith,  Ambassador  Samuels 
and  Under  Secretary  Amstutz  held  a  30- 
minute,  on  the  record  briefing  to  the  world 
press 

Ambassador  Smith  said  a  growing  number 
of  countries  beyond  the  original  G-48  seem 
to  believe  that  the  W-47  text  should  be  used 
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as  a  working  document.  Ambassador  Samuels 
said  there  are  probably  57-59  nations  in  this 
category. 

All  three  briefers  reiterated  that  the  U.S. 
does  not  want  to  open  that  text  without  an 
overwhelmingly  pursuasive  reason  to  do  so. 
Ambassador  Samuels  debunked  a  rumor 
that  Colombia  had  changed  its  position  on 
services  saying  the  Colombians  had  today 
reiterated  their  strong  support  for  the  U.S. 
position  and  that  they  were  concerned  that 
their  speech  was  being  misinterpreted. 

Undersecretary  Amstutz  said  the  U.S.  has 
seen  no  protKised  French  language  changes 
on  agriculture  but  that  the  U.S.  has  no  in- 
terest in  changing  the  export  subsidy  phase- 
out  concept.  He  reiterated.  However,  that 
{u;tual  negotiations  will  not  take  place  in 
Punta  Del  Este,  and  that  we  are  only  here 
to  launch  the  round.  Ambassador  Smith  dis- 
missed a  suggestion  by  the  Europeans  that 
GATT  does  not  permit  phase-outs. 

Following  the  briefing,  Ambassador  Smith 
held  a  background  briefing  with  the  Wash- 
ington Post,  New  York  Times,  Wall  Street 
Journal,  and  Times  of  London.  He  said  that 
given  the  lack  of  movement  by  Brazil  and 
India,  Minister  Iglesias  will  have  to  decide 
soon  when  to  announce  that  the  W-47  text 
is  the  one  from  which  the  CPS  are  working. 
He  suggested  that  it  will  have  to  happen  by 
noon  tomorrow  if  we  are  to  keep  the  Friday 
night  deadline. 

Ambassador  Smith  repeated  that  the 
FYiday  night  deadline  is  firm  because  of  Sat- 
urday n-.orning  travel  plans  by  many  delega- 
tions including  the  U.S. 

He  said  it  looks  like  agriculture  and  intel- 
lectual property  will  be  worked  out— that 
Australian  Minister  Dawkins  and  EC  Com- 
missionen  De  Clercq  are  talking  amicably 
and  that  the  U.S.  is  playing  a  role  as  a 
buffer.  He  said  the  French  are  working  on 
agriculture  language  which  the  other  EC 
nations  were  reviewing.  He  said  the  U.S. 
would  only  accept  changes  that  could  be 
characterized  as  technical  in  nature. 

Ambassador  Smith  said  the  Indians  are 
beyond  making  a  deal  on  services  and  that 
we  have  to  read  the  Ambassadors  speech  as 
a  doorslammer.  He  predicted  that  if  India 
forced  a  vote  on  this  issue  it  would  lose. 

Investment,  he  said,  remains  the  hardest 
issue.  He  said  we  must  have  something  on 
this  to  go  home,  that  a  study  doesn't  do  it. 
Ambassador  Smith  said  both  South  Africa 
and  the  Soviet  Union  appear  to  be  low-key 
issues. 

When  asked  which  countries  might  be 
peeled  off  the  G-10,  Ambassador  Smith  said 
Argentina,  Egypt  and  Yugoslavia  were  the 
most  likely. 

Earlier  in  the  afternoon  Congressman 
Frenzel  briefed  the  world  press  for  20  min- 
utes. Congressman  Frenzel  said  Congress 
believes  that  it  is  extraordinarily  important 
that  the  new  round  go  forward  and  that  it 
have  a  responsible  agenda.  He  said  he  has  a 
good  feeling  about  this  meeting  in  contrast 
to  how  he  felt  at  the  1982  ministerial. 

He  indicated  that  a  successful  new  round 
launching  could  dampen  congressional  en- 
thusiasm for  a  trade  bill,  adding  that  Con- 
gress will  not  extend  U.S.  negotiating  au- 
thority if  it  does  not  like  the  new  round 
agenda. 

[Telegram] 

U.S.  INPORMATION  AGENCY 

Mr.  Chairman,  fellow  delegates,  this  week 
GATT  faces  an  historic  challenge.  Our  task 
is  more  difficult  than  any  that  has  con- 
fronted world  trade  since  the  very  creation 
of  GATT  in  1947.  What  we  do  in  Punta  Del 


Este  will  determine  whether  GATT  remains 
a  functional,  dynamic  institution  serving 
the  interests  of  its  members  or  declines  into 
a  static  and  passive  association  that  is  irrele- 
vant to  the  needs  of  international  trade. 

Our  task  may  be  daunting  but  it  is  one 
from  which  we  must  not  shirk.  The  world 
trading  system  is  in  trouble.  All  of  us,  to  one 
degree  or  another,  have  slipped  from  the 
GATT  ideals  of  free  and  open  trade.  Some 
have  slipped  considerably,  making  protec- 
tionism dangerously  more  commonplace. 
Many  now  overlook  the  tremendous  bene- 
fits that  these  ideals  made  possible  during 
the  last  40  years.  The  expansion  of  trade 
can  enable  more  individuals  to  participate  in 
the  world  economy,  thereby  improving  their 
quality  of  life  and  standard  of  living. 

Rather  than  allow  permanent  damage  to 
the  world  trading  system,  we  must  reaffirm 
the  basic  principles  established  by  the 
founders  of  GATT.  Such  a  reaffirmation 
must  recognize  the  realities  of  international 
trade  today.  This  means  extending  GATT 
principles  to  all  major  areas  of  trade.  For 
too  long.  GATT  rules  and  disciplines  have 
not  applied  to  many  of  the  most  important 
sectors  of  the  world  economy,  leading  to 
global  trade  distortion  and  economic  dis- 
equilibrium that  can  no  longer  be  tolerated. 

The  United  States,  with  a  trade  deficit  ap- 
proaching $250  billion,  is  the  major  victim 
of  this  disequilibrium.  President  Reagan  has 
forcefully  resisted  a  tide  of  domestic  protec- 
tionism in  the  face  of  this  gigantic  trade 
deficit,  but  he  cannot  do  so  forever.  GATT 
members  need  to  work  together  to  move  the 
world  back  toward  economic  equilibrium— to 
the  benefit  of  all.  If  other  countries  are  not 
interested  in  doing  so,  the  U.S.  will  have  no 
choice  but  to  defend  its  own  interests  in  its 
own  way.  We  are  prepared  to  do  so  if  we 
must. 

The  United  States  advocates  a  new  round 
because  we  believe  that  GATT  can  be  re- 
sponsive to  the  rapidly-changing  require- 
ments of  international  commerce.  We  are 
prepared  to  modernize  it  for  the  benefit  of 
every  country.  This  will  require  a  firm  com- 
mitment by  all  GATT  member  countries  to 
work  together  toward  a  common  goal. 

The  vast  majority  of  GATT  members 
have  already  demonstrated  such  a  commit- 
ment. The  process  for  launching  a  new 
round  was  begun  by  the  unanimous  consen- 
sus of  the  contracting  parties  last  Novem- 
ber. During  the  first  7  months  of  this  year, 
the  preparatory  committee  met  to  draft  an 
agenda  for  the  new  round.  Out  of  those 
meetings  came  the  text  upon  which  we  will 
base  our  discussion  for  the  final  ministerial 
declaration.  This  text  resolved  a  number  of 
issues,  leaving  others  to  be  decided  here.  It 
was  a  significant  accomplishment.  It  leaves 
me  confident  that  the  decision  to  launch  a 
new  round  is  within  our  grasp. 

The  negotiators  who  drafted  that  text 
represent  countries  of  all  characterizations: 
developed,  developing  and  newly  industrial- 
ized northern  and  southern,  eastern  and 
western.  Colombia  and  Switzerland  deserve 
particular  mention  for  chairing  the  delib- 
erations but  all  40  or  50  participating  na- 
tions deserve  credit. 

The  diverse  composition  of  the  drafting 
group  demonstrates  conclusively  that  sup- 
port for  a  new  round  is  widespread  and  not 
limited  to  one  nation  or  group  of  nations.  It 
also  disproves  the  assertion  that  there  is  a 
GATT  conflict  between  the  LDCS  and  the 
developed  nations.  Indeed,  the  developing 
nations  provided  much  of  the  leadership 
that  went  into  drafting  the  W-47  declara- 
tion. 


The  contribution  of  the  developing  coun- 
tries to  the  preparatory  committee  process 
is  only  the  most  recent  example  of  how  im- 
portant the  LDCS  have  become  to  world 
trade.  The  United  States  welcomes  the 
growth  and  increasing  stature  of  the  devel- 
oping nations. 

We  buy  nearly  two-thirds  of  the  manufac-  - 
tured  goods  sent  from  the  LDCS  to  the  de- 
veloped countries  and  we  look  forward  to  in- 
creasing our  exports  to  LDC  markets.  We 
believe  the  United  States  can  only  benefit 
as  developing  countries  become  more  pros- 
perous. 

By  deciding  to  meet  here  in  Punta  Del 
Este.  the  GATT  has  demonstrated  that  the 
LDCS  are  full  partners  in  the  GATT  proc- 
ess and  just  as  committed  to  GATT  princi- 
ples as  the  developed  nations.  Mr.  Chair- 
man. I  thank  you  for  your  nation's  generous 
offer  to  host  this  meeting  and  I  know  your 
able  leadership  will  ensure  its  success. 

Uruguay  is  just  one  of  the  many  develop- 
ing nations  that  understands  it  too  has  a 
tremendous  stake  in  the  expansion  of  world 
trade.  They  know  that  protectionism  threat- 
ens developing  nations  far  more  than  it  does 
the  United  States.  We  are  large  enough  and 
self-sufficient  enough  to  adjust  to  close 
markets,  thereby  limiting  the  damage.  Re- 
surgent protectionism  would  slow  our  eco- 
nomic expansion  and  reduce  our  standard  of 
living  but  it  would  not  devastate  our  econo- 
my as  it  would  smaller  and  more  export-de- 
pendent nations. 

The  new  round  will  not  only  help  LDCS 
by  reversing  protectionist  trends:  it  will  also 
provide  many  opportunities  for  expanding 
trade.  The  U.S.  position  on  such  issues  as 
agriculture,  services,  investment  and  intel- 
lectual property  is  well-known,  but  not  so 
widely  recognized  is  the  support  we  enjoy 
from  progressive  LDCS  that  realize  they 
will  also  benefit  from  inclusion  of  these 
issues  in  the  new  round. 

For  example,  it  is  clear  that  the  main  vic- 
tims of  agricultural  protectionism  are  small- 
er, agrarian  economies  that  catmot  complete 
with  massive  export  subsidies  nor  penetrate 
import  barriers  that  the  GATT  currently 
permits.  The  agricultural  language  in  the 
draft  ministerial  declaration  offers  hope  for 
change  that  will  benefit  not  just  U.S.  farm- 
ers but  others  around  the  globe. 

Similarly,  the  lack  of  rules  for  trade  in 
services  does  not  restrict  the  U.S.  only. 
Many  LDCS  that  are  competitive  in  services 
or  hope  to  evolve  into  service  economies 
find  significant  markets  closed  to  them  by 
their  neighbors  protectionist  policies.  A 
services  code  guaranteeing  nondiscrimina- 
tory treatment  and  equitable  access  would 
threaten  no  nation,  especially  since  none 
will  be  forced  to  sign  such  a  code.  Further- 
more, services  facilitate  trade  in  goods.  The 
two  are  complementary,  and  as  internation- 
al commerce  becomes  more  sophisticated, 
will  forever  be  interrelated— in  all  countries. 

As  for  investment,  the  lack  of  basic  princi- 
ples penalizes  LDCS  by  creating  uncertainty 
and  risk  for  investors.  There  is  an  urgent 
need  throughout  the  developing  world  for 
increased  foreign  investment,  particularly 
among  nations  that  need  to  reduce  their  re- 
liance on  debt  capital  but  need  equity  cap- 
ital to  stimulate  growth.  As  long  as  there 
are  no  meaningful  rules  in  this  area,  invest- 
ment in  these  countries  will  remain  risky 
and  unattractive. 

Finally,  we  need  better  rules  on  intellectu- 
al property,  not  simply  for  the  protection  of 
the  developed  world  but  also  for  the  LDCS. 
who  benefit  from  research  and  development 
wherever  it  is  conducted.  The  concept  of 
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protecting  intellectual  property  is  not  new. 
but  it  is  time  to  recognize  that  the  issue  af- 
fects trade  and  ought  to  be  addressed  by  the 
GATT.  The  current  lack  of  protection  for 
intellectual  property  virtually  guarantees 
that  only  the  developed  nations  can  afford 
to  invest  heavily  in  vital  research,  which 
will  keep  the  LE>CS  from  progressing  as  rap- 
Idly  as  they  could  otherwise. 

We  regard  the  issues  of  agriculture,  serv- 
ices, investment  and  intellectual  property  as 
critical  to  the  future  of  all  GATT  members. 
We  cannot  envision— nor  agree  to— compre- 
hensive new  trade  negotiations  that  do  not 
include  these  four  issues  on  the  agenda. 
Without  them,  there  will  be  no  meaningful 
standstill-rollback  commitment,  no  reduc- 
tion in  tariff  and  non-tariff  barriers,  no  ne- 
gotiations of  a  safeguards  code,  no  improve- 
ment in  the  GATT  dispute  settlement 
mechanism  or  subsidy  rules,  and  no  disci- 
pline over  the  gray  area"  measures  that  so 
plague  international  trade  today. 

Today  GATT  stands  at  crossroads.  Re- 
gardless of  what  we  do  here,  world  events 
will  go  forwards.  We  cannot  stop  change, 
but  we  can  work  to  set  our  own  destiny.  If 
we  leave  Punta  Del  Este  without  taking 
steps  to  strengthen  and  modernize  GATT. 
we  will  have  failed  to  grasp  an  opportunity 
to  improve  the  lives  of  all  citizens  of  the 
world  for  years  to  come.  But  if  we  act  deci- 
sively we  will  be  worthy  successors  to  the 
statesmen  who  created  GATT  45  years  ago. 
Let  their  vision  inspire  us  to  work  to  invigo- 
rate GATT  for  future  generations. 


UMI 


TRIBUTE  TO  THE  HONORABLE 
M.G.  (GENE)  SNYDER 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  Kentucky  [Mr.  Natcher] 
is  recognized  for  60  minutes. 

Mr.  NATCHER.  Mr.  Speaker,  when 
the  99th  Congress  is  finally  adjourned, 
our  friend  Gene  Snyder  will  retire  as  a 
Member  and  return  to  his  home  in 
Kentucky.  He  has  been  good  for  Ken- 
tucky and  for  our  country  and  has  es- 
tablished an  outstanding  record  as  a 
Member  of  this  Congress. 

I  have  served  with  about  2,000  Mem- 
bers since  I  have  been  a  Member  of 
Congress,  and  I  have  served  with  none 
more  loyal,  more  energetic,  and  with 
more  ability  than  Gene  Snyder. 

During  his  tenure,  he  has  served  for 
many  years  as  a  member  of  the  Com- 
mittee on  Public  Works  and  Transpor- 
tation. He  is  now  the  ranking  minority 
member  on  this  committee  and  has 
served  with  distinction  and  honor.  I 
have  said  on  more  than  one  occasion 
that  it  will  be  many  a  day  before  the 
Commonwealth  of  Kentucky  again 
has  a  ranking  minority  member  on 
this  outstanding  committee.  As  you 
know,  Mr.  Speaker,  we  only  have 
seven  Members  in  the  House  from 
Kentucky  and  it  not  only  takes  time, 
but  recognition  and  ability  to  fill  the 
seat  that  Gene  Snyder  has  filled  on 
the  committee  since  he  has  been  a 
Member  of  Congress. 

One  of  the  nicest  things  that  has 
happened  to  me  since  I  have  been  a 
Member  is  the  opportunity  that  I  have 
had  to  serve  with  him  in  the  Congress. 


He  loves  this  House  and  he  knows  that 
our  country  is  the  greatest  country  of 
all.  His  concept  of  public  trust  is  with- 
out parallel  and  never  has  he  hesitat- 
ed to  speak  out  against  any  proposal 
which  he  felt  was  not  sound  and  in  the 
best  interests  of  our  people.  In  every 
position  he  has  held,  either  public  or 
private,  he  has  achieved  distinction. 
His  service  in  all  of  his  assignments 
was  marked  by  a  high  sense  of  con- 
science and  duty.  He  will  have  a  high 
place  in  the  history  of  our  country  and 
in  the  hearts  of  all  of  our  people. 

Mr.  Speaker,  we  will  miss  our  friend 
Gene  Snyder  and  especially  does  this 
apply  in  my  home  State  of  Kentucky. 
He  has  served  his  people  in  his  con- 
gressional district  in  an  excellent 
manner  and  this  applies  not  only  to 
his  district,  but  his  State  and  his  coun- 
try. 

I  want  to  wish  Gene  Snyder  and  the 
members  of  his  family  the  best  of  ev- 
erything in  the  future;  and.  Gene,  we 
want  you  to  come  back  and  visit  with 
us  as  often  as  possible. 

At  this  time.  Mr.  Speaker,  I  yield  to 
the  distinguished  gentleman  from  New 
Jersey  [Mr.  Howard],  the  chairman  of 
the  Committee  on  Public  Works  and 
Transportation. 

Mr.  HOWARD.  Mr.  Speaker,  I  am 
pleased  to  participate  in  this  tribute  to 
my  colleague  Gene  Snyder,  a  long- 
time friend  with  whom  I  have  worked 
closely  on  many  important  issues. 

Gene  and  I  have  been  in  Congress 
together  for  almost  two  decades.  He 
lost  his  seat  for  one  term  during  the 
Lyndon  Johnson  election  of  1964,  the 
first  year  that  I  was  elected.  Since  he 
returned  in  1966,  we  have  served  to 
gether  on  the  Public  Works  and 
Transportation  Committee. 

For  the  last  4  years.  Gene  has  been 
the  ranking  Republican  on  the  com- 
mittee. Without  reservation,  I  can  say 
that  it  has  been  a  pleasure  working 
with  Gene  on  the  Public  Works  and 
Transportation  Committee  during 
those  years. 

On  issues  other  than  those  involving 
the  committee.  Gene  and  I  rarely 
agree.  In  fact,  he  is  one  of  those  Mem- 
bers whose  votes  tell  me  to  vote  the 
other  way.  That  difference  has  not 
prevented  us,  however,  from  develop- 
ing an  extremely  good  working  rela- 
tionship on  the  committee.  That  in- 
cludes virtually  all  issues— environ- 
mental, transportation,  aviation,  eco- 
nomic development,  and  public  build- 
ings and  grounds. 

There  have  even  been  some  Public 
Works  and  Transportation  Committee 
issues  on  which  we  have  disagreed. 
But  there  is  one  thing  about  Gene 
Snyder  that  has  never  changed.  You 
always  know  where  he  stands  on  an 
issue.  He  may  not  agree  with  you  but 
he  doesn't  leave  you  in  any  doubt 
about  his  position. 

I  am  proud  to  have  had  Gene 
Snyder  as  a  friend  during  my  time 
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here.  He  is  a  Member  of  Congress  who 
knows  what  he  wants  and  does  not 
hesitate  to  get  it.  But  he  also  does  not 
hesitate  to  use  the  same  means  to 
assist  others  who  he  thinks  are  right. 
He  is  willing  to  go  out  of  his  way  to 
ensure  the  right  position  prevails. 

Gene  Snyder  and  I  represent  vastly 
different  districts.  He  represents  the 
suburban  areas  of  Kentucky  and  some 
of  the  rural  areas  along  the  Ohio 
River.  I  represent  the  beach  towns  of 
the  New  Jersey  Shore.  Out  political 
views  are  different,  but  over  the  years 
we  have  developed  a  close  and  harmo- 
nious relationship.  I  will  miss  his  as- 
sistance and  support  on  the  Commit- 
tee on  Public  Works  and  Transporta- 
tion in  the  next  Congress. 

I  will  miss  him  as  a  good  friend  in 
Congress.  He  is  a  strong  and  effective 
advocate  for  his  position  but  also 
someone  who  is  considerate  of  his  col- 
leagues' concerns  and  someone  who 
can  be  counted  on  in  tough  situations. 

I  want  to  thank  Bill  Natcher  for 
taking  this  special  order  to  honor 
Gene  Snyder.  It  is  a  tribute  that  has 
been  well  earned  and  well  deserved. 

D  1935 

Mr.  NATCHER.  Mr.  Speaker,  at  this 
time  I  yield  to  the  distinguished  gen- 
tleman from  Kentucky  [Mr.  Mazzoli.] 

Mr.  MAZZOLI.  I  thank  the  chair- 
man very  much 

Mr.  Speaker,  I  appreciate  the  gentle- 
man from  Kentucky,  the  dean  of  our 
delegation,  taking  this  time  to  allow  us 
to  honor  our  friend  and  soon  to  be  de- 
parting friend  Gene  Snyder. 

As  the  chairman  knows,  the  gentle- 
man from  Kentucky,  Mr.  Snyder,  and 
I  share  Jefferson  County,  which  is  my 
home  base,  and  of  course  Gene  goes 
up  the  Ohio  River  to  include  parts  of 
northern  Kentucky,  but  we  do  share 
Jefferson  County. 

In  that  connection  we  have  had  the 
opportunity  of  jointly  representing 
our  people  for  the  16  years  that  I  have 
been  in  the  Congress. 

I  can  say  unequivocally  that  Gene 
and  his  people.  Bill  Tanner  and  his 
office  folks  work  very  hard  for  the 
people  in  Jefferson  County. 

So  from  the  standpoint  of  losing  a 
friend  and  also  a  colleague  in  the  clos- 
est sense.  Gene's  departure  will  be  a 
loss. 

Second,  with  Gene's  departure,  of 
course,  will  go  one  of  the  major  influ- 
ential figures  in  public  works. 

As  the  chairman,  the  gentleman 
from  Kentucky  [Mr.  Natcher]  our . 
dean,  knows,  that  is  very  important  to 
Kentucky:  roads,  harbors,  and  water 
projects.  Specifically  in  Jefferson 
County,  once  again,  the  gentleman 
from  Kentucky  [Mr.  Snyder]  has  been 
very  strong  and  assertive  being  sure 
that  we  get  for  Jefferson  County  our 
fair  share  of  the  public  works  fund- 
ings. « 
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So  when  Gene  leaves,  while  we  will 
have  strong  support  from  the  gentle- 
man from  Alabama  [Mr.  Bevill]  and 
others,  it  is  going  to  be  a  far  more  dif- 
ficult task. 

I  might  also  say  that  when  Gene 
leaves  and  takes  with  him  his  beauti- 
ful wife,.  Pat,  she  is  a  delightful  person 
to  be  with  and  in  that  sense  of  the 
word  it  adds  to  the  Snyder  influence 
here  in  Congress. 

Last,  Mr.  Chairman,  but  not  least, 
once  again  Gene  and  I  have  over  these 
last  16  years  become  good  friends.  We 
have  flown  back  and  forth  more  times 
to  Kentucky  than  probably  he  or  I 
could  remember.  I  think  in  that  sense 
of  the  word  we  have  worked  together 
affably  and  harmoniously. 

So  I  want  to  extend  to  him— he  is  in 
the  Chamber— and  to  all  who  would  be 
watching  and  to  Pat  my  best  wishes 
for  much  health  and  happiness  and 
prosperity  in  the  future. 

We  will  miss  you  and  we  appreciate 
you. 

Mr.  NATCHER.  Mr.  Speaker,  at  this 
time  I  yield  to  the  distinguished  gen- 
tleman from  Arkansas  [Mr.  Hammer- 

Mr.  HAMMERSCHMIDT.  Mr. 
Speaker,  I  am  very  appreciative  to  my 
distinguished  colleague  from  Ken- 
tucky [Mr.  Natcher]  for  arranging 
this  special  order. 

Mr.  Speaker,  the  retirement  of  my 
good  friend  and  colleague,  the  Honora- 
ble Gene  Snyder,  at  the  end  of  this 
Congress,  bings  down  the  curtain  on  a 
truly  distinguished  career  in  this  body. 
His  services  will  be  sorely  missed  by 
this  House,  the  Nation,  and  the  great 
Commonwealth  of  Kentucky. 

Over  the  course  of  by  two  decades  of 
service  with  Gene  Snyder  in  the 
House  and  on  the  Public  Works  and 
Transportation  Committee,  I  have 
never  seen  his  equal  as  a  master  of  the 
legislative  process  and  the  art  of  nego- 
tiation. 

For  22  years,  he  has  served  effective- 
ly and  with  great  ease  as  one  of  the 
stalwarts  of  our  party,  as  a  protector 
of  the  interests  of  his  constituents, 
and  as  a  key  player  in  landmark  legis- 
lation of  national,  if  not  global,  impor- 
tance. 

With  his  great  legislative  skills,  his 
accomplished  art  of  persuasion,  and 
his  ability  to  forge  compromises  with 
straightforward  common  sense  and 
logic.  Gene  Snyder  has  always  been  a 
Member  in  great  demand  during  legis- 
lative battles.  He  has  always  been  one 
of  those  Members  you  wanted  to  have 
on  your  side.  In  that  way  you  had  the 
advantage  of  having  him  as  a  persua- 
sive ally,  and  perhaps  just  as  impor- 
tant, you  did  not  have  to  face  him  as 
the  fierce  and  equally  persuasive  ad- 
versary he  could  be. 

The  great  highway,  aviation,  water, 
and  environmental  legislation  enacted 
over  the  course  of  the  past  20  years 
have  had  the  mark  of  Gene  Snyder. 


Most  recently,  he  was  a  prime  mover 
in  forcing  the  compromise  necessary 
to  break  the  impasse  over  the  pro- 
grammatic issues  surrounding  Super- 
fund. 

As  ranking  minority  member  of  the 
Public  Works  and  Transportation  Sub- 
committee on  Aviation  for  8  years, 
until  1983,  and  as  the  ranking  member 
of  our  full  committee  for  the  past  4 
years,  he  has  provided  the  strongest 
possible  leadership  in  guiding  the  com- 
mittee's efforts  to  shape  a  sound  na- 
tional trarisportation  and  water  policy. 
He  has  also  served  on  the  Merchant 
Marine  and  Fisheries  Committee  for 
almost  16  years,  and  was  ranking  mi- 
nority member  of  that  committee  in 
the  97th  Congress.  He  played  an  im- 
portant leadership  role  in  the  major 
legislation  drafted  in  that  committee, 
including  the  Shipping  Act  of  1984, 
and  in  efforts  to  revitalize  the  mer- 
chant marine  industry. 

Through  more  legislative  endeavors 
than  I  can  possibly  mention.  I  have 
served  beside  Gene  Snyder  on  the 
Public  Works  Committee  and  stood 
with  him  here  on  the  floor  in  support 
of  legislation  to  keep  this  Nation  eco- 
nomically healthy  and  militarily 
strong. 

It  has  been  more  than  a  pleasure  to 
serve  with  Gene.  It  has  been  a  delight. 
His  homespun  humor  has  produced 
some  of  the  best  stories  I  have  ever 
heard  or  ever  expect  to  hear.  I  know 
that  my  colleagues  will  echo  my  as- 
sessment of  Gene  as  truly  a  master 
story  teller. 

I  know  also  that  the  folks  back  in 
the  Fourth  District  of  Kentucky  will 
miss  their  spokesman  and  defender  in 
this  body.  The  many  federally  funded 
projects  throughout  his  district  amply 
demonstrate  Congressman  Gene  Sny- 
der's abiding  concern  for  addressing 
the  needs  of  his  constituents.  He  has 
never  been  one  to  give  up  on  a  project 
with  real  merit,  and  in  that  regard,  his 
long-running  campaign  in  support  of 
the  Falmouth  Dam  is  legendary. 

His  constituents  have  expressed 
their  appreciation  many  times  and  in 
many  ways,  the  most  recent  being  the 
renaming  of  Louisville's  great  Jeffer- 
son Freeway  as  the  "Gene  Snyder 
Freeway."  Just  as  his  fellow  Kentuck- 
ians  appreciate  what  he  has  done 
during  his  distinguished  congressional 
career,  so  do  my  fellow  Arkansans  and 
indeed  all  Americans  who  enjoy  a  na- 
tional transportation  network  without 
equal  and  a  system  of  public  facilities 
that  gives  us  a  standard  of  living  un- 
matched anywhere  in  the  world. 

As  my  good  friend.  Congressman 
Gene  Snyder,  closes  out  his  service  in 
the  House,  I  wish  him  and  his  lovely 
wife,  Pat,  continued  success,  prosperi- 
ty,   and    good    health    in    the    years 

Mr.  NATCHER.  Mr.  Speaker,  at  this 
time  I  yield  to  the  distinguished  gen- 


tleman from  California  [Mr.  Ander- 
son]. 

Mr.  ANDERSON.  I  thank  the  chair- 
man for  yielding. 

Mr.  Speaker,  it  truly  is  an  honor  for 
me  to  participate  in  this  special  order 
and  pay  tribute  to  our  distinguished 
colleague  from  the  Fourth  District  of 
Kentucky,  Gene  Snyder,  who  is  retir- 
ing upon  the  sine  die  adjournment  of 
this  99th  Congress. 

Before  I  formally  begin  my  remarks 
in  Gene's  honor.  I  would  like  to  take 
just  a  moment  and  commend  the  Ken- 
tucky delegation,  especially  Bill 
Natcher  and  Ron  Mazzoli,  the  Chair- 
man of  the  Committee  on  Public 
Works  and  Transportation,  Jim 
Howard,  and  our  soon-to-be  ranking 
minority  member  of  the  committee, 
John  Paul  Hammerschmidt.  for  re- 
serving this  special  order. 

As  some  might  know.  Gene  and  I 
have  had  a  very  unique  working  rela- 
tionship throughout  the  18  years  in 
which  I  have  been  a  Member  of  Con- 
gress. 

You  see,  as  fate  would  have  it,  my 
two  committee  assignments  through- 
out all  these  years  are  identical  to 
Gene's.  We  are  both  a  member  of  the 
Merchant  Marine  and  Fisheries  Com- 
mittee and  the  Public  Works  and 
Transportation  Committee.  So  every 
time  we've  had  a  hearing,  markup,  or 
caucus  at  either  of  these  committees. 
Gene  and  I  have  been  there.  And,  as 
we  all  can  understand,  when  you 
spend  that  much  time  with  an  individ- 
ual, you  begin  to  learn  a  little  about 
them. 

And  I  can  say  without  hesitation 
that  Gene  Snyder  has  been  a  positive 
force  on  these  committees  and  has 
been  a  real  fighter  for  his  district  and 
his  constituents.  Because  of  his  effec- 
tiveness and  success  as  a  legislator. 
Gene  is  looked  upon  as  a  leader  by 
Members  on  both  sides  of  the  aisle. 
And,  quite  frankly,  if  you  really  took 
the  time  to  analyze  his  long  record  of 
accomplishments,  you  would  never 
know  that  he  is  not  a  Member  of  the 
majority  party.  I  say  this  because, 
more  often  than  not,  he  comes  out  on 
top  on  those  issues  that  are  important 
to  the  Fourth  District  of  Kentucky.  In 
fact,  I  would  guess  that  his  legislative 
track  record  is  far  better  than  most  of 
our  own. 

Now  it's  no  secret  that  Gene  and  I 
didn't  agree  on  every  issue  which  con- 
fronted us  in  committee  or  on  this 
floor.  But  I'll  tell  you  something,  you 
always  know  where  Gene  is  coming 
from  and  appreciate  his  motives  for 
taking  a  position  on  a  particular 
matter.  Which  is  highly  commendable. 
I've  always  had  the  deepest  respect 
for  Gene  Snyder  and  I  sincerely  shall 
miss  his  guidance,  counsel  and  quick 
wit.  He  has  served  his  country  well 
and  his  many  contributions,  particu- 
larly in  the  area  of  improving  our  Na- 
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tions  public  infrastructure,  will  be  re- 
membered for  many  years  to  come. 

Good  luck  Gene,  all  of  us  are  going 
to  miss  you  and  your  charming  wife 
Pat. 

Mr.  NATCHER.  Mr.  Speaker,  at  this 
time  I  yield  to  the  distinguished  gen- 
tleman from  Kentucky  [Mr.  Hubbard] 
Mr.  HUBBARD.  I  thank  the  gentle- 
man from  Kentucky. 

Mr.  Speaker,  I  join  with  my  col- 
leagues from  Kentucky  and  other 
States  tonight  in  these  special  orders 
honoring  our  retiring  colleague.  Con- 
gressman Gene  Snyder  of  Kentucky's 
Fourth  Congressional  District. 

Congratulations  to  Congressman 
Gene  Snyder  upon  his  many  accom- 
plishments as  a  Member  of  the  U.S. 
Congress. 

I  wish  for  Congressman  Snyder  and 
his  lovely  wife  Pat  the  very  best  of  ev- 
erything in  the  future. 

Mr.  NATCHER.  Mr.  Speaker,  at  this 
time  1  yield  to  the  distinguished  gen- 
tleman from  Pennsylvania  [Mr.  Shu- 
ster]. 

Mr.  SHUSTER.  Thank  you  very 
much.  Chairman  Natcher,  for  this 
time. 

Mr.  Speaker.  I  rise  to  express  my 
deep  respect,  affection  and  apprecia- 
tion for  Gene  Snyder  and  his  service 
to  all  of  us  and  most  importantly  his 
service  to  this  country.  When  I  came 
to  Congress  as  a  freshman,  I  quickly 
learned  on  the  Committee  on  Public 
Works  and  transportation  that  al- 
though at  that  time  I  did  not  know 
Gene  Snyder  personally,  I  quickly 
learned  that  he  was  a  man  that  I 
should  learn  from,  a  man  who  quite 
obviously  was  providing  leadership  to 
the  committee,  whose  every  utterance 
was  articulate,  capable,  tough,  bright; 
a  man  who  indeed  was  able  to  per- 
suade in  the  best  sense  of  the  word. 

As  I  moved  into  my  second  and  third 
terms,  I  began  to  realize  working 
closer  with  Gene  that  he  not  only  had 
those  capabilities  but  he  was  an  abso- 
lute master  legislative  strategist. 

Then  as  I  got  to  know  Gene  better 
and  more  personally,  I  realized  that  he 
also  not  only  had  this  legislative  capa- 
bility but  indeed  was  and  is  a  man  of 
great  integrity,  high  character  and 
deep  personal  responsibility,  a  man  of 
honor  in  the  best  and  most  broad 
sense  of  that  hallowed  term. 

You  know,  there  is  a  saying  that  "fa- 
miliarity breeds  contempt."  But  I 
would  say  from  my  experience  in  get- 
ting to  know  Gene  Snyder  better,  in 
that  case  familiarity  breeds  respect 
and.  indeed,  the  more  I  got  to  know 
Gene  Snyder,  the  more  closely  we 
worked  together,  the  more  highly  I  re- 
spected the  gentleman. 

Indeed,  there  is  nobody  in  this  Con- 
gress, in  my  judgment,  who  is  not  only 
more  capable,  but  also  more  congenial, 
warmer,  more  helpful,  indeed  a  loyai 
friend. 
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So  it  is  a  great  privilege  and  pleasure 
for  me  to  join  with  the  gentleman 
from  Kentucky  [Mr.  Natcher]  and  all 
of  our  colleagues  here  this  evening  to 
rise  and  help  honor  our  distinguished 
friend  and  colleague.  Gene  Snyder. 

America  is  better  because  Gene 
Snyder  served  in  the  Congress  of  the 
United  States,  as  is  his  home  State  of 
Kentucky. 

Gene,  we  will  miss  you  and  your 
lovely  wife  Pat.  You  are  entirely  too 
young  and  too  vigorous  to  be  retiring. 
So  while  you  are  leaving  the  Congress, 
we  expect  to  continue  to  be  hearing 
great  things  about  Gene  Snyder. 

We  will  miss  you  sorely.  We  wish 
you  well. 

D  1950 
Mr.  NATCHER.  Mr.  Speaker,  I  yield 
to  the  distinguished  gentleman  from 
Kentucky  [Mr.  Hopkins]. 

Mr.  HOPKINS.  Mr.  Speaker,  let  me 
first  of  all  thank  the  dean  of  our  dele- 
gation, Mr.  Natcher,  for  taking  this 
time  and  allowing  all  of  us  to  pay  a 
small  tribute  to  one  of  our  colleagues. 
Gene  Snyder. 

Mr.  Speaker,  particularly  for  those 
of  us  in  the  Kentucky  delegation,  and 
on  this  side  of  the  aisle,  we  reluctantly 
join  our  colleagues  in  bidding  farewell 
to  our  distinguished  fellow  Member 
and  friend  Gene  Snyder. 

We  are  saddened  by  his  decision  but, 
nonetheless,  proud  to  join  in  praising 
his  service  to  the  Nation  and  to  our 
Commonwealth. 

I  would  note  that  our  reluctance  to 
accept  our  friend's  retirement  is  some- 
what tempered  on  this  side  of  the  aisle 
by  the  fact  that  the  latest  polls  in 
Kentucky  affirm  that  his  successor 
also  will  be  seated  on  this  side  when 
the  100th  Congress  convense  next  Jan- 
uary. 

In  addition  to  the  many  other  ex- 
pressions of  respect  and  deserved  trib- 
ute for  Gene  Snyder's  long  record  of 
public  service,  it  can  accurately  be  said 
and  fondly  remembered  that  he  was 
unyielding  in  his  philosophy  of  gov- 
ernment and  equally  resolute  in  his 
personal  commitments. 

He  has  been  a  resourceful  and 
staunch  friend  and  a  formidable  oppo- 
nent. 

But  friend  and  foe  alike  know  him  as 
one  whose  word  is  his  bond. 

He  gave  his  word  to  serve  the  people 
of  the  Fourth  Distict  of  Kentucky  and 
today  the  record  will  show  without 
question  that  in  his  20  years  here,  he 
has  steadfastly  kept  his  promise. 

There  is  a  direct  correlation  between 
the  effective,  visionary  stewardship  of 
Congressman  Gene  Snyder  and  the 
dynamic  growth  and  progress  of  that 
part  of  Kentucky  which  he  has  so  ably 
represented  since  coming  to  the  House 
in  1962. 

In  a  district  historically  hostile  to 
members  of  our  party.  Gene  Snyder 
inspired  his  constituents  to  rise  above 
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partisanship  by  staying  in  touch,  by 
listening,  and  by  faithfully  reflecting 
through  his  actions  here  the  common- 
sense  patriotism  and  the  highest  aspi- 
rations of  the  people  of  his  district. 

The  people  of  the  Fourth  District— 
and  those  who  have  served  with  Gene 
Snyder— will  miss  his  presence  here. 

On  a  personal  note,  I  observe  his  im- 
pending retirement  with  a  keen  sense 
of  personal  loss  because  of  the  freind- 
ship  he  has  shown  me  and  the  assist- 
ance he  has  given  me  over  the  years. 

No  single  individual  was  more  help- 
ful during  my  orientation  as  a  fresh- 
man Member  of  this  House. 

And  I  will  always  remember  with 
special  appreciation  that  Gene  Snyder 
was  among  the  very  first  persons  who 
not  only  encouraged  me  to  seek  this 
office  but  also  helped  me  to  be  suc- 
cessful in  that  initial  campaign. 

I  want  again  today  to  express  my  ap- 
preciation to  Gene,  and  in  bidding 
farewell  on  his  departure  from  the 
House,  to  extend  to  him  and  the  mem- 
bers of  his  family  my  warmest  person- 
al regards  and  best  wishes. 

Mr.  NATCHER.  At  this  time,  Mr. 
Speaker,  I  yield  to  the  distinguished 
gentleman  from  New  Jersey  [Mr. 
Roe]. 

Mr.  ROE.  Mr.  Speaker.  I  thank  the 
dean  of  the  Kentucky  delegation  for 
yielding  to  me,  and  I  want  to  at  the 
outset,  extend  my  highest  greetings 
and  good  will  to  him. 

Mr.  Speaker,  I  have  been  carried 
away  with  this  presentation  here  to- 
night, and  we  are  expressing  our  enco- 
miums to  our  good  friend.  Gene 
Snyder,  so  I  have  a  solution  to  solve 
all  this  sadness  that  I  hear.  I  do  not 
know  whether  I  can  do  this.  Mr.  Dean, 
at  this  time  in  the  activities  of  the 
House,  but  I  was  going  to  offer  a  unan- 
imous consent  request  that  Gene  Sny- 
der's term  be  extended  for  2  years.  I 
think  would  vitiate  all  the  sadness  we 
have  and  we  would  be  able  to  hang  on 
to  one  of  the  best  Members  we  have  in 
this  House.  And  I  do  not  say  that  in 
any  facetious  way  at  all,  because  I 
think  it  is  too  bad  we  cannot  do  it  that 
way.  Lots  of  times  around  here  it  is 
some  of  our  very,  very  best  of  Mem- 
bers who  decide  to  take  on  some  other 
work. 

I  do  not  look  at  this  night  as  being  a 
sad  night.  I  am  highly  honored  to  be 
able  to  join  in  this  well-deserved  con- 
gressional salute  to  my  good  friend. 
Gene  Snyder,  my  personal  good 
friend,  who  has  decided  to  retire  from 
the  House  of  Representatives  after  22 
years  of  outstanding  service  to  the 
people  of  Kentucky,  but  equally  im- 
portant. I  think  that  should  be  stressed 
to  the  people  of  this  Nation. 

While  I  am  most  pleased  that  we  are 
honoring  Gene  today.  I  guess  maybe  I 
have  to  join  in  a  little  bit  of  the  sad- 
ness that  we  all  feel,  but  for  a  differ- 
ent reason;  not  sadness  alone,  but  a 
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feeling  that  we  will  miss  his  strong 
voice  that  was  raised  so  many  times  on 
this  floor  in  key  support  and  in  sup- 
port of  key  issues  vital  not  only  to  this 
congressional  district,  but  vital  to  my 
congressional  district,  the  State  of 
New  Jersey,  the  State  of  Kentucky 
and  every  other  State  throughout  this 
Nation. 

Gene  Snyder  is  widely  recognized  by 
his  colleagues  as  one  of  the  most  effec- 
tive Members  of  this  legislative  body.  I 
think  it  is  fair  to  say  today  that  the 
work  we  are  doing  in  our  conferences, 
all  of  us  joining  together  with  the 
Senate  on  our  water  resources  omni- 
bus bill  which  has  taken  3  years  to  get 
to  the  point  it  is  at,  the  clean  water 
legislation  which  we  are  working  on, 
that  even  as  late  as  today,  Gene 
Snyder  took  the  lead  and  helped  re- 
solve. In  fact,  had  it  not  been  for  his 
leadership,  two  or  three  of  the  very 
key  policy  issues  of  this  country  would 
not  have  been  decided,  if  he  in  his  own 
way  did  not  get  those  matters  re- 
solved. 

During  the  many  years  we  worked 
together  on  the  Public  Works  and 
Transportation  Committee,  Gene  dem- 
onstrated a  unique  devotion  to  his 
work  that  won  the  admiration  and 
praise  of  all  those  who  have  had  the 
privilege  of  working  with  him. 

As  the  ranking  Republican  member 
of  the  Public  Works  and  Transporta- 
tion Committee,  Gene  Snyder  has 
been  a  strong  leader  in  efforts  to  im- 
prove our  Nation's  infrastructure. 

The  water  supplies  the  people  drink, 
the  private  people  drink,  the  roads 
they  travel  on,  the  airlines  that  we 
have  flying  today  would  not  be  there 
in  large  measure  if  it  had  not  been  for 
the  leadership  of  Gene  Snyder. 

As  was  mentioned  earlier  by  some  of 
our  other  colleagues,  he  was  highly 
honored  by  the  people  of  Kentucky, 
recently  by  Governor  Collins,  dedicat- 
ing the  Jefferson  County  Freeway  in 
his  name.  And  that  was  no  idle  gesture 
where  somebody  was  singing  encomi- 
ums to  his  good  work.  He  worked  on 
that  for  20  years  to  finally  get  it  to  be 
achieved.  I  think  that  says  something 
about  a  person's  stick-to-itiveness. 

Mr.  Speaker,  let  me  close  on  two 
points.  I  also  had  the  opportunity  to 
travel  earlier  this  year  with  Gene 
Snyder  to  China.  Lest  that  we  think 
he  devotes  all  of  his  time  to  Kentucky 
and  to  the  needs  of  the  Nation,  we  had 
a  chance  to  travel  to  China.  Being  the 
ranking  Member  as  he  was  on  that 
particular  tour,  I  think  we  achieved 
many  things  in  consultation  and  in  co- 
operation with  the  Chinese  Govern- 
ment that  would  not  have  been  able  to 
have  been  achieved  certainly  without 
his  presence,  which  is  an  honor  to  him 
and  to  our  country. 

So,  I  want  to  say  to  Gene,  not  with 
any  sadness,  I  expect  the  gentleman 
will  be  back  here  every  day  seeing 
what  we  are  doing  and  keeping  an  eye 


on  us.  He  owes  that  to  the  people  of 
the  4th  District  of  Kentucky,  to  the 
people  of  Kentucky,  and  the  people  of 
this  country. 

I  want  to  extend  my  highest  regards 
and  personal  best  wishes  to  both  Gene 
Snyder  and  to  his  lovely  wife,  Pat  and 
all  of  the  family  for  many,  many, 
many  years.  And  when  Gene  gets  tired 
of  turning  over  the  sod  and  working 
with  the  plants  and  the  flowers, 
maybe  a  little  tobacco  down  there  in 
Kentucky,  we  want  him  to  come  on 
back.  We  need  him. 

Mr.  NATCHER.  At  this  time,  Mr. 
Speaker,  I  yield  to  the  gentleman  from 
Kentucky  [Mr.  Rogers]. 

Mr.  ROGERS.  Mr.  Speaker,  I  thank 
the  gentleman  for  taking  this  special 
order  and  giving  us  the  chance  to  say 
these  words  about  our  personal  friend 
and  our  colleague  who  is  leaving  our 
delegation. 

Mr.  Speaker,  I  can  speak  about  Gene 
Snyder  in  a  number  of  ways,  as  can  all 
of  us.  I  guess  that  probably  the  word 
that  comes  to  mind  more  than  any 
other  though  is  just  "friend."  I  guess 
we  can  all  say  that,  those  of  us  who 
have  known  him  for  a  period  of  time. 

As  a  Member  of  the  Kentucky  dele- 
gation, when  I  first  came  here  as  a 
freshman,  like  Mr.  Hopkins,  I  can 
think  of  no  one  who  helped  me  per- 
sonally more  in  getting  used  to  this 
place  as  you  can  than  Gene  did;  and 
even  before  I  came  here.  It  was  Gene 
Snyder  who  encouraged  me  to  seek 
the  office  from  the  fifth  district  in 
Kentucky  at  a  very  critical  time. 

I  shall  never  forget  the  telephone 
call  that  he  gave  to  me  at  a  particular 
time  that  I  will  not  describe  here  that 
was  very  critical  to  whether  or  not  I 
sought  this  office. 

n  2000 

Then  you  could  speak  about  Gene 
Snyder  as  the  successor  of  Henry 
Clay.  Probably  the  most  distinguished 
Kentuckian  ever  to  serve  in  the  Con- 
gress of  the  United  States,  having 
served  as  Speaker  the  first  day  he 
served  here.  Then,  of  course,  going  on 
to  serve  in  the  Senate  for  all  those 
years  and  then  as  Secretary  of  State 
and  candidate  for  President  four 
times;  nearly  victorious  twice,  but  best 
known,  perhaps  because  he  was  the 
designer  and  the  pusher  of  what  he 
called  the  "American  Plan."  That  was 
to  build  the  infrastructure  of  this 
young  Nation  at  that  time.  The  things 
that  we  call  public  works,  and  that  is  a 
good  name  for  them  because  they  are 
works  for  the  benefit  of  people,  the 
public. 

That  has  consumed  Gene  Snyder  for 
his  career,  not  just  in  the  Congress 
even,  but  even  before  that  when  he 
served  as  a  magistrate  of  the  Jefferson 
Fiscal  Court  in  Kentucky.  I  guess 
maybe  that  is  where  Gene  learned 
some  of  the  toughness  that  he  some- 
times demonstrates  here  in  this  body 


where  he  has  earned  the  title  of  being 
a  tough  competitor.  A  man  who,  when 
he  believes  his  way,  is  willing  to  take 
no  prisoners  in  those  beliefs.  We  all 
heard  that  phrase.  Gene  was  named 
by  a  leading  columnist  in  this  country 
a  few  years  back  as  one  of  the  most  ef- 
fective Members  of  the  Congress, 
ranking,  I  think,  in  the  top  10  or 
thereabouts.  Even  though  he  is  a  mi- 
nority Member  of  this  body. 

We  could  refer  to  Gene  as  an  ally,  in 
projects  certainly,  on  our  side  of  the 
aisle,  a  philosophical  ally;  a  person 
who  feels  very  strongly  and  deeply 
about  his  conservative  philosophy  and 
is  willing  to  fight  for  it,  and  of  course 
an  ally  in  the  Kentucky  delegation.  A 
delegation  that  historically  has 
worked  very  closely  together  across 
the  aisle  and  still  does.  When  I  came 
here,  that  was  the  lesson  that  I 
learned  from  people  like  Gene  Snyder 
and  of  course  our  dean,  Bill  Natcher 
and  our  late,  great  friend,  Carl  Perkins 
and  the  others  about  working  together 
for  the  benefit  of  our  State.  Gene  has 
carried  on  that  tradition. 

We  could  refer  to  Gene  as  a  devoted 
public  servant;  a  person  who  has  spent 
those  nights  and  days  and  weekends 
and  time  away  from  family  and  time 
away  from  home  and  time  away  from 
business  and  time  away  from  all  other 
activities  devoted  to  this  place  and  to 
this  Nation  and  to  people  like  you  and 
I. 

A  person  who  loves  this  body  as  few 
do,  a  person  who  is  devoted  to  his 
people  and  the  people  of  this  great 
land  as  few  are,  and  a  pure  public  serv- 
ant. We  know  Gene  Snyder  is  a  man 
of  his  word.  When  he  tells  you  some- 
thing, you  can  write  it  down  and  put  it 
in  the  bank  because  it  is  there  and  will 
be  there,  regardless  of  the  temptations 
or  the  pressures  that  might  come  from 
other  directions.  If  he  has  given  you  his 
word,  that  is  it.  He  will  stay  with  you. 
A  man  who  will  fight  for  your  causes 
as  well  his  own  and  has  demonstrated 
that  so  many  times. 

Of  course,  then  we  could  say  a  man 
who  has  fought  for  his  beliefs  strong- 
ly. A  man  who  is  willing  to  go  the 
extra  mile,  to  get  in  the  arena,  get 
dirty,  get  dusty  and  do  the  right  thing 
for  the  causes  in  which  be  believes. 
That  is  why  we  are  here  tonight 
crowning  Gene  Snyder  with  this 
crown  of  flowers  as  we  relunctantly 
wish  him  goodbye  and  Godspeed  from 
this  body. 

Mr.  Speaker,  I  am  going  to  quote  a 
poem  written  by  Theodore  Roosevelt 
which  talks  about  the  victor's  crown 
which  says  many  things  that  I  wish  I 
could  say  better  but  cannot.  Quoting 
from  Teddy  Roosevelt  in  that  poem, 
he  said: 

It  is  not  the  critic  who  counts;  it  is  not  the 
man  who  points  out  how  the  strong  man 
stumbled  or  whether  the  doer  of  the  deed 
could  have  done  better.  The  credit  belongs 
to  the  man  who  is  actually  in  the  arena. 
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whose  face  is  marred  by  the  dust,  sweat  and 
blood.  Who  strives  valiantly,  who  errs,  to 
come  short  again  and  again  because  there  is 
no  effort  without  error  and  shortcoming. 

It  is  the  man  who  does  actually  strive  to 
do  the  deeds,  who  knows  the  great  enthusi- 
asm, the  great  devotion,  who  spent  himself 
in  a  worthy  cause,  who  at  best  knows  in  the 
end  the  triumph  of  high  achievement,  and 
who,  at  the  worst,  if  he  fails,  at  least  fails 
while  daring  greatly.  So  that  his  place  shall 
never  be  with  those  cold  and  cruel  souls 
who  know  neither  victory  nor  defeat. 

The  victor's  crown  belongs  tonight 
and  forever  more  in  our  book  to  Gene 
Snyder.  Gene,  to  you  and  Pat  and  to 
all  of  those  you  hold  dear,  we  wish  you 
Godspeed,  a  happy  vacation,  and  we 
hope  you  come  back  here  almost  as 
often  as  you  do  now. 

Mr.  NATCHER.  Mr.  Speaker.  I  yield 
to  the  gentleman  from  Georgia  [Mr. 
Rowland]. 

Mr.  ROWLAND  of  Georgia.  I  thank 
the  gentleman  for  yielding  to  me. 

Mr.  Speaker,  I  wish  to  express  my 
appreciation  to  the  gentleman  from 
Kentucky  [Mr.  Natcher]  for  this  spe- 
cial order  this  evening  giving  all  of 
these  people  here  an  opportunity  to 
express  their  feelings  about  our  dear 
friend  Gene  Snyder. 

I  could  talk  about  a  lot  of  things 
that  have  already  been  talked  about 
here  tonight.  The  ability  that  my  good 
friend.  Gene  Snyder  has  in  the  Public 
Works  and  Transportation  Committee. 
He  has  really  done  an  outstanding  job 
in  highways  and  byways  and  airways 
and  waterways  and  buildings  and  all  of 
the  things  that  the  Public  Works  and 
Transportation  Committee  is  con- 
cerned with. 

He  is  a  man  of  uncommon  ability  in 
those  areas  and  that  has  already  been 
stated.  Let  me  tell  you  about  the  spe- 
cial relationship  that  has  developed 
between  Gene  Snyder  and  myself  over 
the  past  2  years. 

I  came  to  the  Public  Works  Commit- 
tee 4  years  ago  and  learned  a  little  bit 
about  him  during  that  period  of  time. 
But  for  the  past  2  years  I  have  sat  just 
in  front  of  and  just  below  Gene 
Snyder. 

Some  2  years  ago,  he  invited  me  to  a 
dinner  that  he  had  been  having  for  a 
good  many  years  with  other  friends  of 
his.  He.  I  found  out,  is  a  man  of  un- 
common good  will.  I  say  that  because 
he  had  Members  from  both  sides  of 
the  aisle  to  come  to  this  dinner  that 
he  has  had  on  several  occasions.  He 
said.  "Why  do  you  not  bring  some 
friend  from  your  side  of  the  aisle  to 
this  dinner  for  this  good  fellowship, 
for  this  good  food  and  to  enjoy  each 
other." 

Mr.  Speaker,  he  has  done  a  lot  for 
the  good  will,  the  building  of  good  will 
on  both  sides  of  the  aisle  here.  While 
he  has  been  a  man  that  has  been  de- 
voted to  building  such  things  as 
bridges  across  rivers  and  streams,  he 
has  also  been  a  man  who  has  been  de- 
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voted  to  building  good  will  between 
people. 

Gene.  I  want  you  to  know  how  much 
I  appreciate  your  friendship;  it  has 
really  been  a  great  thing  for  me.  It  has 
given  me  an  opportunity  to  get  to 
know  other  people  who  I  probably 
would  not  have  gotten  to  know  so  well. 
I  jun  going  to  miss  you;  I  wish  you 
were  not  leaving.  But  since  you  are. 
Godspeed  to  you  and  Pat  and  I  look 
forward  to  you  coming  back. 

Mr.  NATCHER.  Mr.  Speaker,  for  a 
great  many  years,  we  had  a  Member  in 
this  House  from  Youngstown.  OH.  by 
the  name  of  Mike  Kerwin.  When  Mike 
Kerwin  liked  a  Member,  served  with 
him  a  long  time,  he  had  an  expression 
that  said  this.  Mr.  Speaker:  "He  tests 
well."  Mike  Kerwin  would  always  say. 
"He  tests  well." 

The  next  gentleman  that  I  am  going 
to  yield  to.  Mr.  Speaker,  can  tell  you 
whether  or  not  Gene  Snyder  tests 
well.  That  is  the  distinguished  gentle- 
man from  Missouri.  Gene  Taylor. 

Mr.  TAYLOR.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Speaker,  first  of  all,  I  would  like 
to  express  my  appreciation  to  our  good 
colleague,  the  distinguished  and  able 
and  well-respected  gentleman  from 
Kentucky,  the  dean  of  the  Kentucky 
delegation.  Mr.  Natcher,  for  arranging 
for  this  time  for  us  to  say  the  few 
words  that  we  can  say  that  are  totally 
inadequate  relative  to  the  retirement 
of  our  good  friend.  Gene  Snyder. 

Mr.  Speaker,  when  the  gentleman 
from  Kentucky  [Mr.  Snyder]  retires 
from  this  body  at  the  end  of  this  ses- 
sion, we  will  be  losing  one  of  our  true 
leaders,  and  I  will  miss  one  of  my  clos- 
est friends.  Our  association  has  been 
molded  in  the  bonds  of  friendship  and 
it  is  an  association  that  I  will  always 
revere  and  always  remember. 

Gene  Snyder  has  stood  for  many 
things.  Integrity,  ability,  leadership, 
dependability,  courage,  legislative 
skills,  and  all  of  the  qualities  that 
have  enabled  him  to  be  a  major  and 
effective  participant  in  many  of  the 
most  important  bills  that  this  House 
has  ever  considered. 
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Gene  Snyder's  word  is  his  bond.  He 
has  never  wavered  in  the  face  of  ad- 
versity, nor  has  he  ever  foregone  his 
principles. 

He  is  a  talented  debater  who  con- 
cedes no  ground,  yet  holds  no  animosi- 
ty when  the  battle  has  ended.  We  all 
will  miss  Gene  Snyder.  I  know  that 
he,  in  turn,  will  miss  this  body  because 
of  his  intense  interest  in  Government 
and  his  affection  for  these  halls, 
where  he  has  served  the  Common- 
wealth of  Kentucky  and  this  Nation 
with  such  distinction. 

As  I  sat  here  this  evening  and  lis- 
tened to  the  recitation  of  the  accom- 
plishments of  Gene  Snyder  with  his 
colleagues  on  the  Committee  on  Public 


Works,  where  I  was  privileged  to  serve 
with  him  for  a  number  of  years.  I 
thought  of  the  great  accomplishments 
that  have  been  attained  by  the  work 
of  that  committee.  They  have  built  fa- 
cilities that  have  made  this  Nation  a 
much  richer  place  in  which  to  live. 

Yes.  Gene  Snyder  was  one  of  those 
builders.  I  could  not  help  but  be  re- 
minded by  the  words  of  a  poet.  "I  saw 
them  tearing  a  building  down,  a  gang 
of  men  in  a  dusty  town,  with  a  yo-he- 
ho  and  a  lusty  yell,  they  swung  a 
beam,  and  the  sidewall  fell.  I  asked  the 
foreman  if  these  men  were  skilled  and 
the  kind  he'd  hire  if  he  had  to  build. 
He  laughed  and  said.  Oh,  no,  indeed, 
common  labor  is  all  I  need.  For  these 
men  could  wreck  in  a  day  or  two  what 
it  would  take  a  builder  years  to  do.' 
Then  I  thought  as  I  went  my  way, 
what  kind  of  role  am  I  to  play?  Am  I 
the  builder  who  builds  with  care, 
measuring  life  with  rule  and  square,  or 
am  I  the  wrecker  who  stalks  the  town 
simply  content  to  be  tearing  down?" 

Mr.  Speaker.  I  am  sure  we  all  agree 
here  tonight,  the  man  that  we  honor 
here  tonight  has  been  a  builder,  a 
builder  for  this  Nation,  a  builder  for 
his  district,  a  builder  for  the  Common- 
wealth of  Kentucky. 

I  wish  him  and  his  lovely  wife.  Pat, 
well,  and  I  know  that  the  U.S.  House 
of  Representatives  is  tonight  a  better 
place  because  he  came  this  way. 

Mr.  NATCHER.  Mr.  Speaker,  at  this 
time  I  yield  to  the  gentleman  from 
Minnesota  [Mr.  Stangeland]. 

Mr.  STANGELAND.  Mr.  Speaker,  I 
thank  the  gentleman  from  Kentucky 
[Mr.  Natcher]  very  much  for  calling 
for  this  special  order  for  our  good 
friend,  the  gentleman  from  Kentucky. 
Gene  Snyder,  and  for  giving  me  the 
opportunity  to  speak. 

Mr.  Speaker,  the  end  of  any  Con- 
gress is  always  a  sad  occasion,  regard- 
less of  what  has  been  accomplished, 
because  we  always  say  goodbye  to 
some  of  our  colleagues.  In  many  cases, 
they  are  some  of  our  senior  Members, 
such  as  my  friend  and  committee  col- 
league. Congressman  Gene  Snyder. 

The  gentleman  from  Kentucky  has 
been  a  powerful  force  in  this  body  for 
over  two  decades.  He  has  dominated 
the  scene  with  his  intelligence,  prepa- 
ration, toughness,  wit.  and  candor.  He 
has  been  a  forceful  spokesman  for 
fiscal  sanity  and  integrity  in  Govern- 
ment almost  from  the  day  he  arrived 
in  this  city.  In  fact,  he  introduced  a 
balance-the-budget  resolution  in  1962, 
the  year  he  was  elected  to  the  House. 
His  must  have  been  something  akin  to 
a  voice  crying  in  the  wilderness  on  the 
subject  in  those  days. 

As  a  long-time  member  of  both  the 
Merchant  Marine  and  Fisheries  Com- 
mittee and  the  Public  Works  and 
Transportation  Committee,  with  serv- 
ices as  ranking  minority  member  of 
both.    Gene    Snyder    has    played    a 
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strong  leadership  role  in  the  develop- 
ment of  sound  and  sensible  transporta- 
tion and  water  policy. 

I  personally  am  immensely  proud  to 
have  had  the  opportunity  to  serve 
with  him  in  the  House  and  especially 
on  the  Public  Works  Committee.  Not 
only  has  he  been  of  great  assistance  to 
me  with  matters  of  concern  to  my  con- 
stituents, he  has  provided  a  valuable 
education  in  the  art  of  negotiation. 
Time  and  again,  he  has  demonstrated 
his  ability  to  help  break  legislative  log- 
jams and  pull  together  support  for 
controversial  and  complex  pieces  of 
legislation,  such  as  the  Superfund  re- 
authorization bill.  He  has  also  fre- 
quently been  successful  in  his  opposi- 
tion to  legislation,  as  proponents  of 
coal  slurry  pipeline  deregulation, 
among  others,  have  learned  on  occa- 
sion. 

While  his  legislative  prowess  is  well 
known  and  appreciated  by  those  of  us 
in  this  Chamber,  tributes  to  the  effec- 
tiveness of  Gene  Snyder  have  come 
from  outside  the  Halls  of  Congress  as 
well.  No  less  than  syndicated  colum- 
nist Jack  Anderson,  who  passes  out 
criticism  by  the  truckload,  rates  Gene 
Snyder  as  one  of  the  12  most  effective 
House  Members. 

His  Fourth  District  constituents  cer- 
tainly know  first  hand  of  Gene  Sny- 
der's effectiveness.  The  tributes  they 
have  paid  and  continue  to  pay  him  are 
testimony  enough  to  his  good  works 
on  their  behalf. 

I  know  that  Gene  will  continue  to  be 
successful  in  his  various  endeavors 
when  he  leaves  this  body.  And  I  would 
simply  wish  him  and  his  lovely  wife, 
Pat,  the  very  best  in  all  of  their  future 
pursuits. 

I  want  him  to  know  that  I  personally 
will  miss  him  very  much. 

I  hope  to  see  very  much  of  him  in 
the  future  as  he  comes  back  here  to 
visit  with  us.  As  one  of  our  former  col- 
leagues says,  "Keep  us  on  the  straight 
and  narrow." 

Gene,  a  job  well  done.  This  body, 
Kentucky,  the  country,  all  owe  you  a 
debt  of  thanks  and  gratitude  for  what 
you  have  done. 

Mr.  NATCHER.  Mr.  Speaker,  at  this 
time,  I  yield  to  the  gentleman  from 
Kentucky  [Mr.  Perkins]. 

Mr.  PERKINS.  Mr.  Speaker.  I  am 
honored  to  have  this  opportunity  to- 
night. I  am  honored  to  be  able  to 
speak  tonight  about  a  man  who,  I 
think,  everybody  in  this  room  knows 
how  special  he  is. 

I  am  honored  to  have  an  opportuni- 
ty as  Kentucky's  junior  elected  Con- 
gressman to  hear  all  six  of  the  remain- 
ing Congressmen  from  our  great  State 
speak  and  tell  Gene  Synder  a  little  bit 
about  how  we  feel  about  him  and  how 
much  we  are  going  to  miss  him. 

I  have  a  number  of  informational 
items  here  on  Gene  Snyder's  life,  but 
I  am  not  going  to  read  those  because  it 
is  going  to  sound  like  a  eulogy  and  he 


looks  like  he  is  living  pretty  well  up 
there  right  now.  But  I  am  just  going 
to  take  this  opportunity  to  speak  a 
little  bit  about  what  has  happened 
over  the  years  so  that  maybe  some  of 
the  people  across  this  great  land  will 
have  some  sort  of  idea  of  what  Gene 
Snyder  did,  first  of  all,  in  his  district. 

In  1968,  he  was  instrumental  with 
the  southwest  Jefferson  County  flood- 
wall;  in  1970,  the  Markland  Dam 
Bridge;  in  1970,  the  Clayway  Bailey 
Bridge  in  Covington;  in  1974,  the 
Banklick  Creek  watershed  flood  con- 
trol project;  in  1977.  the  Dayton  flood- 
wall;  in  1982.  highway  bill,  a  highway 
that  was  recently  renamed  the  Gene 
Snyder  Freeway;  the  Falls  of  the  Ohio 
Wildlife  Conservation  Area,  in  1984; 
the  renovation  of  the  Louisville  Post 
Office  and  Courthouse  in  1984;  the 
new  terminal  at  Standiford  Field  in 
1983;  two  bridges  that  are  not  under 
construction  yet,  but  the  money  is 
coming  and  the  money  is  there  at  Cov- 
ington and  Newport  this  year,  1986; 
and  numerous  other  sewer  and  water 
plant  and  line  projects,  and,  of  course, 
the  Gene  Snyder  Airport  at  Falmouth, 
KY,  in  1984. 

Maybe  when  you  start  listing  just  a 
few  of  the  things  that  Gene  Snyder 
has  done  in  terms  of  his  district,  you 
will  have  a  better  idea  of  what  he  has 
done  across  the  Commonwealth  of 
Kentucky  and  across  the  United 
States  of  America. 

I  know  that  myself,  when  I  came 
here  as  a  freshman  Member  this  term 
of  Congress,  was  not  sure  exactly  what 
kind  of  relationship  I  was  going  to 
have  with  Gene  Snyder,  but  he 
opened  his  arms  to  me  in  friendship 
and  kindness.  He  took  me  in  under  his 
wing;  he  helped  me  with  projects,  and 
I  thank  him  for  the  people  of  eastern 
Kentucky  for  helping  us  to  try  to  get 
those  projects  because  we  need  those 
things  to  improve  the  quality  of  life. 

When  I  am  standing  here  today,  I 
am  not  just  standing  here  and  saying, 
as  a  friend,  which  I  consider  myself  to 
be.  thank  you  for  all  the  things  you 
have  done  for  us.  I  am  thanking  you 
for  the  people  that  you  have  helped  in 
Kentucky  and  across  America. 

Gene,  you  know  that  you  always 
have  a  way  of  saying  something  that 
you  always  kind  of  figure  out  where 
you  stand.  I  like  that.  It  is  something 
we  do  not  have  enough  of  in  this  coun- 
try. It  is  something  that  you  get  tired 
of  seeing,  people  speak  out  of  both 
sides  of  their  mouths,  but  Gene 
Snyder,  you  know  where  he  stands. 

I  want  to  say  that  I  am  proud  to 
have  served  and  to  have  had  the  honor 
to  serve  with  Gene  Snyder  in  this  dis- 
tinguished House  of  Representatives, 
and  I  know  that  we  will  be  seeing,  a  lot 
of  Gene  Snyder  in  future  years  in 
other  areas.  But  he  just  has  to  know 
that  on  both  sides  of  this  aisle.  Demo- 
crats and  Republicans,  and  I  guess  if 
you  are  going  to  go  on  that  liberal/ 


conservative  scale  in  Kentucky.  I  am 
about  as  far  away  from  Gene  Snyder 
as  you  would  want  to  get.  On  both 
sides  of  this  aisle,  and  on  both  ends  of 
the  political  spectrum,  there  are 
people  who  appreciate  Gene  Snyder 
for  the  fine  American  that  he  is  and 
the  fine  job  that  he  has  done  for 
America. 

Mr.  NATCHER.  Mr.  Speaker,  at  this 
time,  I  yield  to  the  gentleman  from 
New  York  [Mr.  Molinari]. 
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Mr.  MOLINARI.  Mr.  Speaker,  I 
thank  the  gentleman  for  yielding  this 
time  to  me. 

I  made  a  promise  to  Mr.  Snyder  that 
when  I  got  up  that  I  would  not  tell  the 
truth,  but  I  will. 

I  am  a  graduate  of  the  Professor 
Snyder  school  of  politics.  I  recall  after 
Gene  became  ranking  member  of  the 
Public  Works  and  Transportation 
Committee  that  he  had  an  amendment 
before  the  committee.  It  was  the 
Snyder  amendment  and  I  voted 
against  it.  After  the  vote  was  over,  he 
came  over  and  tapped  me  on  the 
shoulder,  and  he  said,  "Were  you 
aware  that  was  my  amendment  that 
you  voted  against?" 

I  said.  "Yes,  I  was  aware." 

"Oh." 

Then  at  the  end  of  the  day  he  called 
me  up  and  asked  me  to  come  to  his 
office.  I  came  to  his  office  and  he 
pointed  to  the  wall  and  there  was  this 
gadget  hanging  along  the  wall. 

And  he  said,  "Do  you  know  what 
that  is?" 

It  was  silver,  and  I  said.  "No.  I  have 
never  seen  it  before." 

And  he  said.  "Well,  back  home  they 
use  that  to  castrate  cattle." 

I  got  my  first  lesson  and  I  felt 
mighty,  mighty  uncomfortable,  and  I 
was  indoctrinated  into  the  world,  the 
real  world  of  Gene  Snyder. 

You  know,  there  has  been  too  much 
of  a  eulogy  here.  Gene  Snyder  is  alive 
and  there  is  another  side  to  him. 

Let  me  also  say.  and  it  is  no  secret 
and  I  think  Gene  would  not  mind  me 
saying  this,  we  have  had  some  serious 
differences.  In  fact.  I  must  confess 
that  I  have  been  angry  with  this  man 
on  more  than  one  occasions,  but  at  no 
time,  and  this  is  important,  at  no  time, 
no  matter  how  angry  I  was,  did  I  ever^ 
lose  the  immense  respect  that  I  had 
for  Gene  Snyder,  the  Congressman, 
Gene  Snyder,  the  intellect.  Gene 
Snyder,  the  man  who  put  together  on 
the  ranking  side  teamwork  like  I  had 
never  seen  before,  who  put  together  a 
staff  that  loved  to  work  extraordinary 
hours  for  him. 

And  yes,  that  part  of  discipline  is 
what  set  him  apart  and  made  him  so 
effective. 

He  was  a  very  difficult  opponent.  It 
is  better  to  be  on  your  side,  Mr. 
Snyder,  than  to  be  opposed  to  you.  On 
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the  other  hand,  it  was  a  great  learning 
experience. 

I  echo  that  which  has  been  said 
before  me.  One  of  the  joys  of  govern- 
ment is  serving  with  some  people  who 
are  unique  and  special  and  who  leave 
an  indelible  imprint,  and  it  is  nice  that 
we  can  take  a  few  minutes  out  like  we 
do  here  to  pay  tribute  to  someone  who 
has  served  over  20  years  in  the  style  in 
which  he  has. 

I  am  not  going  to  repeat  everything 
that  has  been  said,  except  to  say,  yes, 
indeed,  you  do  rank  up  there  with  the 
tops  who  have  served  in  this  body,  and 
whatever  my  differences  have  been 
with  you  in  the  past,  I  love  you  for 
what  you  have  done  for  your  country 
and  for  your  district.  You  have  done  a 
great  job. 

Mr.  NATCHER.  Mr.  Speaker,  at  this 
time  I  yield  to  the  gentleman  from 
Florida  [Mr.  Shaw]. 

Mr.  SHAW.  Mr.  Speaker,  I  thank 
the  gentleman  from  Kentucky  for 
having  this  special  order  here  this 
evening. 

I  also  want  to  thank  the  gentleman 
from  New  York  for  breaking  up  a  very 
long  funeral. 

I  think  that  some  of  the  stories  that 
all  of  us  can  tell  who  have  worked 
with  Gene  over  the  years,  I  think 
could  fill  a  very  large  book.  I  can  say 
that  a  lot  of  them  would  be  very  hu- 
morous and  a  lot  of  them  I  think 
would  be  very  inspirational. 

I,  too,  Guy,  have  been  to  Gene's 
office.  I  have  seen  that  delicate  instru- 
ment of  surgery.  You  cannot  help  but 
hurt  when  you  look  at  it. 

I  think  that  beyond  all  that,  and  I 
have  disagreed  with  my  friend.  Gene, 
on  many  occasions,  and  when  you  do 
disagree  with  Gene,  he  will  tell  you 
right  up  front.  He  will  tell  you  again 
and  he  will  remind  you  sometime 
later.  He  is  a  man  of  great  memory. 

But  this  strong  personality  goes 
beyond  just  the  man.  Gene  Snyder, 
and  the  position  that  he  holds,  be- 
cause it  goes  out  and  it  carries  forward 
in  the  representation  and  confidence 
that  he  has  among  those  he  leaves, 
those  who  have  been  ranking  members 
on  the  various  committees  under  Gene 
have  known  that  he  has  always  stood 
by  us  very  strongly  and  that  he  has 
not  tried  to  dominate  the  areas  which 
we  felt  strongly  about. 

I  think  all  of  us  in  the  Congress,  and 
I  have  been  here  6  years,  have  been  al- 
lowed to  grow  under  the  tutelage  of 
Gene  Snyder.  I  feel  because  of  that 
that  we  are  stronger  people  and  we 
will  become  stronger  leaders  as  our 
time  comes  to  lead  as  we  gain  seniori- 
ty. 

One  of  the  things  that  I  think  is  so 
Important  about  this  job  here  in  Con- 
gress, and  I  think  perhaps  I  would  say 
that  the  only  real  pleasure  that  you 
get  out  of  this  job  that  keeps  you 
coming  back  is  the  friendship  and  the 
association  and  all  the  extraordinary 


September  18,  1986 


people  that  you  meet,  the  cross-sec- 
tion of  people,  the  different  personal- 
ities. 

There  are  men  who  have  left  huge 
footsteps  that  we  will  never  be  able  to 
fill  entirely. 

Gene,  you  certainly  will  be  missed. 
You  have  been  a  tremendous  friend  to 
me  and  Emily  over  the  years  as  we 
have  got  to  know  you  and  Pat  better 
and  better.  You  have  been  a  great 
teacher  and  you  have  been  a  great 
leader.  We  are  certainly  much  better 
off  for  having  been  with  you  and  for 
that  we  thank  you  and  we  bid  you  all 
the  happiness  that  you  certainly  de- 
serve in  your  next  career  and,  please, 
go  after  a  career  or  you  are  going  to 
drive  Pat  crazy. 

Mr.  NATCHER.  At  this  time.  Mr. 
Speaker,  I  yield  to  the  gentleman  from 
Tennessee  [Mr.  Sundquist]. 

Mr.  SUNDQUIST.  Mr.  Speaker,  I 
thank  the  distinguished  gentleman, 
the  chairman,  the  dean  of  the  delega- 
tion from  Kentucky,  for  taking  this 
special  order  to  recognize  our  good 
friend.  Gene  Snyder. 

The  leadership  of  the  gentleman 
from  Kentucky  in  both  the  House  and 
in  our  Public  Works  and  Transporta- 
tion Committee  will  be  sorely  missed. 

As  the  ranking  Republican  on  this 
committee,  the  guidance  and  direction 
he  has  provided,  particularly  to  the 
younger  members,  the  results  of  that 
and  his  influence  have  been  immeasur- 
able. 

I  have  worked  with  him  on  almost 
every  issue  and  occasionally  against 
him,  and  I  think  it  was  only  one  time, 
I  learned  my  lesson  very  well,  but  I  re- 
member him  as  being  forceful  and 
committed  and  always  fair. 

My  business  partner  had  a  saying 
about  one  of  his  relatives.  He  said, 
■'Sometimes  he  is  right  and  sometimes 
he  is  wrong,  but  he  is  never  in  doubt." 

Gene  Snyder  has  never  been  in 
doubt  and  he  not  been  wrong  very 
many  times,  in  my  opinion. 

Prom  him  I  learned  a  valuable  lesson 
about  discipline,  about  loyalty  and 
about  teamwork,  not  just  to  a  party, 
but  to  a  principle,  to  a  concept,  to 
some  progress. 

Somebody  else  mentioned  Jack  An- 
derson a  few  minutes  ago.  I  think  Jack 
Anderson  also  said  that  Gene  Snyder 
is  one  of  the  most  dangerous  men  in 
Congress  to  cross.  I  never  found  that.  I 
found  that  Gene  Snyder  was  princi- 
pled and  tough.  I  consider  him  a  close 
and  a  revered  colleague  and  a  true 
friend. 

Given  Gene's  love  of  life,  his  obvious 
sacrifices  and  his  many  accomplish- 
ments, his  dedication  to  the  common- 
wealth of  Kentucky  and  to  this  coun- 
try, he  has  provided  and  obtained  the 
admiration  of  this  Member  and  I  think 
has  set  an  example  that  all  of  us  will 
have  to  work  hard  to  follow.  As  Mem- 
bers of  Congress  we  should  all  seek  to 
maintain    the    bipartisan    maimer    in 


which   he   sought   to   work   problems 
out. 

I  think  it  is  also  important  for  us  to 
mention  that  he  has  put  together  a 
staff  that  is  second  to  none.  That  is 
always  a  reflection  of  the  Member  or 
the  chairman  or  the  ranking  member, 
what  kind  of  staff  does  he  have?  That 
is  a  reflection  of  what  he  accom- 
plishes. 

The  thing  that  has  impressed  me  so 
much  about  Gene  Snyder  through  his 
staff  is  that  they  remember  the  little 
things.  They  are  sensitive  to  the  politi- 
cal needs  of  both  Democrats  and  Re- 
publicans in  the  follow-through  that 
they  have.  I  appreciate  that  and  I 
think  all  my  colleagues  value  that. 

There  is  no  doubt  in  my  mind  that 
next  year  the  Public  Works  and  Trans- 
portation hearings  will  take  on  a  dif- 
ferent personality,  and  that  is  the  way 
life  is,  because  we  are  all  individuals. 

There  is  no  doubt  also  that  back  in 
that  corner  over  there  behind  the  rail 
and  by  the  rail  it  will  not  be  the  same 
as  we  look  over  there  and  look  for  that 
man  with  the  bright  colored  coat  and 
the  matching  pipe  and  his  quick  wit. 

It  has  been  said  that  real  wealth  in 
life  is  not  measured  in  money  and  it  is 
not  measured  in  property  and  it  is  not 
measured  in  jewelry.  Real  wealth  in 
life  is  the  effect  that  we  have  on  the 
lives  of  others,  those  we  have  touched 
as  we  have  come  into  contact  with 
them  in  our  day-to-day  activities. 

Gene,  based  on  the  friends  you  have 
made,  the  lives  you  have  touched.  I 
think  you  are  a  wealthy  man.  We  will 
miss  you. 

Mr.  NATCHER.  Mr.  Speaker,  at  this 
time  I  yield  to  the  gentleman  from 
Connecticut  [Mr.  Rowland]. 

Mr.  ROWLAND  of  Connecticut.  Mr. 
Speaker,  and  Mr.  Chairman,  thank 
you  for  hosting  this  special  order. 

It  is  quite  obvious  from  the  com- 
ments that  have  been  made  for  this 
past  hour  or  so  that  this  great  affec- 
tion and  respect  for  Gene  Snyder  is 
considerable. 

There  have  also  been  some  fun  sto- 
ries and  some  fun  jokes. 

Just  some  personal  thoughts  that  we 
share  with  Gene.  I  happen  to  be  the 
newest  member  of  the  Public  Works 
Committee,  the  newest  member  be- 
cause approximately  a  year  ago  there 
was  a  vacancy  and  Gene  Snyder  decid- 
ed that  someone  from  New  England 
was  actually  going  to  serve  on  the 
Public  Works  Committee. 

Gene,  as  so  many  others  have  said, 
did  indeed  take  me  under  his  wing  and 
brought  me  into  the  powerful  Public 
Works  and  Transportation  Committee. 

The  interesting  thing  is  that  many 
of  us  on  both  sides  of  the  aisle  have 
heard  so  many  stories  and  so  many 
anecdotes  about  the  Public  Works 
Committee,  we  always  heard  about  the 
loyalty  and  we  always  heard  stories 
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about  how  discipUne  and  teamwork 
was  so  important. 

I  remember,  oh,  I  do  not  think  I  was 
on  the  committee  for  a  week  or  2 
weeks  that  a  caucus  was  called,  a 
meeting,  and  I  always  regarded  a 
caucus  as  an  opportunity  for  party 
members,  one  particular  party  or  the 
other,  to  get  together  to  decide  on 
strategy  and  issues  and  how  people 
were  going  to  vote.  This  particular 
caucus  was  for  both  sides  of  the  aisle. 
Republicans  and  Democrats  meeting 
to  decide  how  we  were  going  to  take  an 
issue  through  the  whole  Congress. 
That  issue  was  pretty  simple  and  all  of 
us  had  decided  we  were  going  to  stay 
and  work  together. 

The  next  day  the  vote  came  up.  We 
all  voted  the  same  way.  I  remember  I 
cast  my  vote,  it  was  on  a  rule,  and  I  re- 
alized about  an  hour  or  so  later  when  I 
had  a  call  from  Gene  and  a  call  from  a 
few  staff  people  that  I  had  voted  the 
other  way. 

I  was  so  upset  by  that,  I  went  to 
Gene  and  we  talked  back  and  forth 
and  I  tried  to  tell  him  that  it  was  a 
pure  mistake.  I  must  have  pressed  the 
wrong  button.  I  thought  about  it  for  a 
number  of  hours  and  I  was  so  upset 
that  at  the  very  first  opportunity  I 
had  to  show  loyalty  and  discipline. 

I  finally  called  the  computer  compa- 
ny, personally  got  on  the  phone  and 
asked  them  to  track  the  whole  vote  to 
make  sure  that  something  did  not  go 
wrong.  Quite  ironically,  there  was  a 
wrong  transmission  from  the  comput- 
er to  the  actual  tally.  So  I  was  very 
pleased  to  run  back  to  my  ranking 
member  and  so  many  others  on  the 
committee  to  explain  to  them  that  it 
was  a  computer  error. 

I  think  all  of  us  have  said  how  much 
we  do  not  like  to  be  on  the  other  side, 
and  as  a  new  member  of  that  commit- 
tee, I  did  not  want  to  start  out  on  the 
other  side  of  Gene  Snyder.  It  was 
going  to  be  a  very,  very  long  year. 

In  all  seriousness.  Gene  has  really 
been  a  rare  breed  of  Congressman,  a 
rare  breed  of  public  servant.  It  is  obvi- 
ous he  is  devoted  to  his  constituents. 
It  is  obvious  that  he  is  devoted  to  his 
work  here  in  the  Congress. 

As  a  new  Member  of  the  Congress 
and  of  this  committee  and  I  think 
some  of  us  have  spoken  of  him  as 
almost  a  father  figure,  we  really  do 
feel  that  way. 

I  think  we  also  feel  that  his  leader- 
ship and  his  guidance  and  his  honesty 
have  been  a  great  inspiration  to  many 
of  us. 

I  think  the  thing  I  like  about  Gene 
Snyder  the  most,  I  think  the  thing  all 
of  us  like  about  him  the  most,  is  his 
ability  to  work  with  both  sides  of  the 
aisle.  Democrats  and  Republicans,  his 
ability  to  work  with  liberals  and  con- 
servatives, and,  yes,  his  ability  to  work 
with  southerners  and  northerners. 

He  will  be  missed.  His  sense  of 
humor  will  be  missed.  His  hard  work 


will  be  missed  and  he  will  be  missed  by 
those  of  us  who  have  learned  in  just  a 
very  short  while  from  him. 

Many  of  us  have  talked  about  the  re- 
lationship we  have  had  going  back  a 
few  years,  some  going  back  22  years.  I 
will  always  remember  my  relationship 
with  Gene  Snyder  for  the  past  2  years 
and  know  that  he  is  one  of  the  people, 
and  we  all  hope  we  are  going  to  be 
here  a  long,  long  time,  that  he  is  one 
of  the  people  who  has  taught  me  how 
the  process  works,  has  taught  me  how 
to  work  within  that  process,  with  com- 
passion and  devotion,  and  your  com- 
passion and  devotion!  Gene,  to  your 
colleagues,  and  especially  to  your  staff 
is  so  greatly  appreciated. 

Thank  you  and  best  wishes  to  you 
and  your  wife. 

Mr.  MINETA.  Mr.  Speaker,  it  is  indeed  a 
pleasure  to  join  with  my  colleagues  on  the 
floor  of  the  House  of  Representatives  to 
honor  our  distinguished  colleague  frorD  Ken- 
tucky, Gene  Snyder,  who  will  be  retinng  from 
the  Congress  af  the  end  of  the  session.  All  of 
us  who  have  worked  with  Mr.  Snyder,  since 
he  was  first  elected  to  the  House  24  years 
ago,  know  first  hand  just  how  smart  an  individ- 
ual and  how  knowledgeable  in  the  ways  of  the 
House  our  colleague  from  Kentucky's  Fourth 
District  is.  Mr.  Snyder  is  truly  a  Member  of 
Congress  in  the  great  tradition  of  the  House 
of  Representatives.  He  has  learned  the  proc- 
ess and  worked  his  way  up  to  the  top  leader- 
ship of  the  House  Public  Works  and  Transpor- 
tation Committee,  where  he  serves  as  our 
ranking  member,  and  to  a  prominent  role  in 
the  House. 

Mr.  Snyder  has  accomplished  this  by  rely- 
ing on  his  intelligence,  sense  of  fair  play  and 
his  extensive  knowledge  of  the  intricacies  of 
the  congressional  system. 

I  must  also  note  here  parenthetically  that  I 
am  most  certain  that  Mr.  Snyder's  role  on  the 
Public  Works  and  Transportation  Committee 
will  be  most  ably  filled  in  the  100th  Congress 
by  my  good  fnend  and  distinguished  col- 
league, the  gentleman  from  Arkansas,  John 
Paul  Hammerschmidt,  who  has  been  a 
leader  in  the  House  for  a  long  time. 

Getting  back  to  the  business  at  hand— that 
is,  honoring  Representative  Snyder,  I  learned 
first  hand,  when  the  gentleman  from  Kentucky 
served  with  me  as  the  ranking  member  of  the 
Aviation  Subcommittee,  just  how  awesome 
and  wily  an  adversary  Mr.  Snyder  can  be.  I 
have  always  preferred  to  be  on  the  same  side 
of  an  issue  as  he  is,  although  I  have  not 
always  been  so  fortunate  and  I  am  not  so 
lucky  at  this  point  in  time. 

Nonetheless,  even  when  we  have  been  on 
opposing  sides,  working  with  Gene  Snyder 
has  been  an  honor,  a  privilege  and  an  educa- 
tion. 

We  will  all  miss  him. 

Mr.  APPLEGATE.  Mr.  Speaker,  I  rise  today 
to  join  with  my  colleagues  in  paying  special 
tribute  to  a  friend  ^nd  colleague,  Congress- 
man Gene  Snyder.  I  am  pleased  to  have  the 
opportunity  to  add  my  personal  thanks  and 
appreciation  to  Mr.  Snyder  for  his  dedication, 
devotion,  and  for  his  good  advise  whenever  I 
asked  for  it. 


As  a  member  of  the  Public  Works  and 
Transportation  Committee  for  the  past  10 
years,  I  have  had  the  distinct  pleasure  of  serv- 
ing with  Gene.  As  the  ranking  minority 
member,  Gene  has  been  an  effective  and  re- 
spected leader.  Under  his  leadership,  the 
committee  has  adopted  some  of  the  most  im- 
portant infrastructure  legislation  in  decades. 
His  leadership  and  experience  assisted  the 
full  committee  in  our  efforts  to  secure  pas- 
sage of  a  water  quality  renewal  bill,  a  Super- 
fund  reauthorization  bill,  a  highway  reauthor- 
ization bill,  and  a  clean  water  bill.  These 
pieces  of  legislation  represent  significant  gains 
for  our  environment  and  our  Nation's  infra- 
structure policy.  I  know  for  a  fact  that  he  has 
diligently  worked  with  the  leadership  of  the 
committee  in  securir)g  minority  support  for 
each  and  every  piece  of  legislation  that  is 
considered  by  the  committee. 

Gene  Snyder  is  one  Member  of  Congress 
who  can  take  a  great  deal  of  pride  in  his  ac- 
complishments as  a  Member  of  Congress.  His 
record  speaks  for  itself  and  his  accomplish- 
ments will  have  a  major  impact  on  the  future 
of  the  Public  Works  Committee.  Gene  Snyder 
will  be  sorely  missed,  not  only  by  the  voters  in 
Kentucky,  but  by  all  of  us  who  had  the  oppor- 
tunity to  work  with  him.  We  will  miss  his  lead- 
ership, dedication,  hard  work,  and  of  course 
his  unique  sense  of  humor.  I  personally  wish 
him  the  best  in  his  retirement  and  am  confi- 
dent that  he  will  continue  his  efforts  on  behalf 
of  several  important  issues  and  policies. 

Mr.  PETRI.  Mr.  Speaker.  I  rise  to  join  with= 
my  colleagues  in  praising  the  accomplish- 
ments of  the  distinguished  gentleman  from 
Kentucky.  Gene  Snyder. 

The  condition  of  our  Nation's  public  works 
infrastructure  is  an  issue  which  has  received  a 
great  deal  of  attention  over  the  years.  Gene 
has  had  the  opportunity  to  be  involved  in 
many  aspects  of  our  infrastructure  during  his 
long  service  on  both  the  Merchant  Marine  and 
the  Public  Works  and  Transportation  Commit- 
tees. 

As  a  member  of  the  Public  Works  Commit- 
tee for  the  past  two  Congresses.  I  have  seen 
firsthand  Gene's  dedication  to  the  preserva- 
tion and  expansion  of  that  infrastructure.  He 
has  consistently  supported  the  Federal  role  in 
maintaining  America's  transportation  systems. 
He  has  been  instrumental  in  the  passage  of 
highway  and  water  resources  legislation.  In 
this  Congress,  the  committee  has  produced , 
landmark  legislation  in  these  areas. 

Gene  has  not  neglected  the  other  responsi- 
bilities of  this  committee  as  he  has  put  his 
considerable  energies  toward  working  out 
compromises  on  environmental  issues  such 
as  Superfund  and  the  Clean  Water  Act.  Again, 
with  Gene's  able  assistance,  the  Public  Works 
Committee  has  steered  crucial  environmental 
issues  through  the  House  and  is  now  in  con- 
ference with  the  other  body. 

As  a  minority  member  of  the  Public  Works 
Committee.  I  can  only  regret  the  loss  of  such 
knowledge,  experience  and  ability  on  the  re- 
tirement of  our  ranking  member,  Gene 
Snyder,  at  the  end  of  this  Congress.  I  wish 
him  the  best  on  his  return  to  his  native  Ken- 
tucky. 

Mr.  NOWAK.  Mr.  Speaker,  it  is  a  pleasure  to 
join  my  colleagues  in  this  tribute  to  tfie  distin- 
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guished  gentleman  from  Kentucky,  Represent- 
ative Gene  Snyder,  the  ranking  minority 
member  on  the  House  Committee  on  Public 
Works  and  Transportation. 

In  my  12  years  in  the  House,  I  have  been 
privileged  to  serve  on  this  committee  with 
Gene  Snyder,  wt^re  we  have  joined  forces 
on  t)oth  sides  of  the  aisle  to  work  to  address 
our  Nation's  infrastructure  needs. 

The  motto  of  the  State  of  Kentucky  is 
"United  we  stand,  divided  we  fall. "  That  phi- 
losophy succinctly  reflects  the  manner  in 
which  Gene  Snyder  has  worked  within  the 
Public  Works  and  Transportation  Ckjmmittee. 
The  highway,  bridge,  airport,  water  pollution 
control,  flood  control  and  economic  develop- 
ment needs  of  this  Nation  are  a  nonpartisan 
and  bipartisan  concern. 

Gene  Snyder's  approach  to  dealing  with 
remedial  legislative  action  to  deal  with  these 
needs  has  reflected  the  commonality  of  our 
corKerns.  On  many  occasions,  he  was  instru- 
mental in  helping  forge  the  compromise  and 
consensus  that  make  meaningful  legislative 
action  possible. 

■  Thus,  he  had  been  a  leader  in  the  develop- 
ment of  a  balanced  transportation  network  in 
this  country  and  to  target  our  limited  Federal 
resources  in  the  most  efficient  way  possible  to 
meet  our  infrastructure  needs. 

We  on  the  committee  certainly  will  miss  his 
leadership,  cooperative  spirit  and  good  coun- 
sel as  he  ends  his  career  here  in  the  Con- 
gress. 

At  the  same  time,  we  wish  him  well  in  all  his 
future  endeavors. 

Good  luck.  Gene. 

Mr.  DE  LUGO.  Mr.  Speaker,  I  am  pleased  to 
join  with  my  colleagues  on  the  Public  Works 
Committee  and  my  good  friends,  Mr.  Natcher 
and  Mr.  Mazzoli,  in  paying  tribute  to  Gene 
Snyder.  It  has  been  a  pleasure  to  have 
krKwn  and  worked  with  Gene,  and  I  am  in- 
debted to  him  for  his  support  on  extremely  im- 
portant projects  for  the  U.S.  Virgin  Islands,  in 
particular  the  St.  Thomas  Airport. 

I,  too,  share  in  the  respect  all  of  us  have  for 
this  true  Kentucky  gentleman,  for  his  skill  as  a 
legislator,  and  for  his  wit  and  wisdom  in  han- 
dling the  issues.  His  brilliant  wit,  which  he 
uses  like  a  rapier  to  underscore  his  point  and 
disarm  his  opposition,  has  made  him  one  of 
the  most-quoted  Members  of  this  body. 

Some  of  his  t)est  lines  have  never  been 
published,  and  I  personally  will  never  forget 
the  comment  he  made  2  years  ago  after  a 
particularly  interesting  duel  we  had  on  the 
Virgin  IslaruJ  Jones  Act  exemption.  I  am  going 
to  miss  you,  GefiE.  especially  your  sense  of 
timing.  I  don't  know  what  I  am  going  to  use  for 
campaign  material  now. 

We  are  all  going  to  miss  him,  on  both  sides 
of  the  aisle.  I  salute  him  and  wish  him  God- 
speed and  success  in  achieving  those  new 
goals  tie  has  set  for  himself. 

Mr.  CLINGER.  Mr.  Speaker,  there  are  few 
people  I  have  enjoyed  working  with  more  in 
Congress  than  Gene  Snyder.  His  leadership 
on  the  Public  Works  and  Transportation  Com- 
mittee has  served  as  an  inspiration  to  all  the 
members  of  the  committee,  both  on  the  ma- 
jority skje  and  the  minority  side  of  the  aisle. 
He  has  been  dedicated  to  the  committee's 
work  to  strengthen  and  improve  this  Nation's 
infrastructure.    He   has   been   energetic   and 


enormously  effective  at  working  with  the 
Members  on  both  sides  of  the  aisle  to  forge 
the  compromises  that  are  the  end  results  of 
the  work  of  a  truly  effective  congressional 
committee  as  the  Public  Works  and  Transpor- 
tation Committee  has  been. 

I  can  personally  vouch  for  his  legendary  leg- 
islative skills  having  been  on  the  opposite  side 
from  Gene  on  one  or  two  occasions.  Need- 
less to  say  my  side  didn't  win.  As  a  matter  of 
fact,  we  were  buried  and  in  large  measure  the 
extent  of  the  rout  was  due  to  Gene.  There  Is 
no  Member  of  this  body  more  expert  at  build- 
ing a  coalition  for  his  causes.  He  has  an  awe- 
some knowledge  of  the  rules  of  the  commit- 
tee and  the  House.  He  never  enters  a  battle 
unless  he  knows  the  facts  cold.  He  is  an  ex- 
tremely accomplished  debater  who  has  been 
known  to  reduce  opponents  to  incoherent 
babbling,  and  when  all  else  fails  there  Is  his 
extraordinary  charm.  One  way  or  another 
Gene  usually  wins  his  battles  and  in  the  proc- 
ess the  Nation's  public  works  facilities  and 
transportation  networks  win  as  well. 

There  is  so  much  I  have  learned  from  Gene 
and  there  are  so  many  things  that  I  am  grate- 
ful to  him  for  that  It  would  be  Impossible  to  list 
them  all  during  this  special  order.  But  there  Is 
one  thing  that  I  must  speak  of.  He  has  been  a 
superb  ranking  member.  Everyone  knows  that 
Gene  is  a  strong  and  forceful  leader.  Only 
those  of  us  who  serve  on  the  committee  know 
that  he  is  a  thoughtful  and  sensitive  leader  as 
well— one  who  goes  to  great  lengths  to  pro- 
tect and  serve  the  vital  Interests  of  his  mem- 
bers. He  counsels  with  us  when  we  have 
problems.  He  advises  us  on  strategy.  Time 
and  time  again  he  has  prevented  me  from 
committing  embarrassing  blunders.  Gene  Is  a 
conservative  and  from  his  vantage  point  I  am 
a  leftwlng  radical  flake— although  I  prefer  the 
term  "moderate."  Nevertheless,  our  philo- 
sophical differences— actually  not  that 
major— have  never  stopped  Gene  from  work- 
ing with  me,  and  from  helping  me  do  a  better 
job. 

It  takes  awhile  for  Gene  to  get  to  know  you 
and  vice  versa.  I  remember  that  from  my  first 
year  on  the  committee  Gene  kept  confusing 
me  with  Jerry  Solomon  but  once  he  gets  to 
know  you  there  Is  no  more  loyal  or  supportive 
friend  in  the  world.  He  Is  also  a  great  storytell- 
er although  I  must  confess  that  I  have  been 
unable  to  repeat  most  of  them  before  the 
Rotary  Club  back  home  much  less  the  League 
of  Women  Voters. 

I  hope  I  don't  sound  too  pretentious  if  I 
close  my  remarks  with  a  quotation— because 
Gene  Is  far  from  a  pretentious  man.  But  it 
seems  to  me  that  Robert  Whitinton's  classic 
description  of  Sir  Thomas  More,  penned  in  the 
16th  century  could  not  be  more  apt  when  we 
speak  of  Gene  Snyder. 

A  man  of  angel's  wit  and  singular  learn- 
ing: I  know  not  this  fellow.  For  where  is  the 
man  of  that  gentleness,  lowliness  and  affa- 
bility? And  as  time  requireth,  a  man  of  mar- 
velous mirth  and  pastimes',  and  sometimes 
of  as  sad  a  gravity:  a  man  for  all  seasons. 

We  are  all  going  to  miss  Gene.  I  am  going 
to  personally  miss  Gene,  and  wish  him  just 
the  very  best  In  everything  he  endeavors  to 
do  once  he  leaves  his  friends  and  colleagues 
In  the  House  of  Representatives. 


September  18,  1986 

Mr.  LIPINSKI.  Mr.  Speaker,  it  Is  with  great 
pride  and  great  pleasure  that  I  rise  today 
before  my  fellow  Members  of  Congress  to 
honor  the  Illustrious  career  of  my  old  friend 
and  colleague,  Congressman  Gene  Snyder  of 
Kentucky.  'Vet  it  is  with  some  sadness  that  we 
note  Gene  will  be  retiring  following  this  term 
after  a  quarter  century  of  dedicated  service  in 
the  House  of  Representatives. 

I  have  had  the  unique  honor  of  serving  with 
Gene  on  both  the  Committee  on  Public  Works 
and  Transportation,  where  he  sits  as  the  rank- 
ing minority  member,  and  the  Committee  on 
Merchant  Marine  and  Fisheries.  In  my  fre- 
quent dealings  with  him  I  have  always  found 
him  to  be  a  knowledgeable  and  competent 
legislator  as  well  as  an  amiable  gentleman 
who  worked  well  in  a  nonpartisan  manner. 

Gene  has  also  had  a  full  life  outside  of  his 
congressional  activity.  He  has  had  his  hand  In 
a  number  of  business  ventures  throughout  the 
years  Including  construction,  real  estate,  farm- 
ing, insurance,  and  a  law  practice.  His  exten- 
sive involvement  In  community  organizations 
includes  local  political  work  that  began  In  his 
youth.  This  wealth  of  experience  has  added  to 
the  base  of  knowledge  from  which  he  has 
drawn  allowing  him  to  be  a  more  effective  leg- 
islator. 

Gene's  rise  In  the  political  world  has  been 
swift  and  sure.  His  success  In  the  House  of 
Representatives  Is  noted  by  his  longevity  and 
his  accomplishments.  Since  I  have  shared 
committees  with  him.  Gene  has  been  a  key 
player  In  every  piece  of  major  legislation  to 
come  out  of  Public  Works  and  Transportation 
as  well  as  Merchant  Marine  and  Fisheries.  He 
has  also  been  recognized  as  one  of  the  prime 
movers  of  the  Airport  Development  Aid  Pro- 
gram to  fund  safety  improvements  for  airports. 
Recently,  Gene  was  recognized  In  his  own 
district  by  having  the  freeway  of  Jefferson 
County,  KY,  renamed  the  Gene  Snyder  Free- 
way. 

Our  loss  at  his  retirement,  however,  is  his 
family's  gain.  His  wife,  Patricia,  and  their  four 
children  are  certainly  looking  forward  to  the 
end  of  his  long  weekly  commute  between  the 
District  of  Columbia  and  his  own  home  district 
In  Kentucky. 

I  will  miss  you.  Gene,  and  the  House  of 
Representatives  will  miss  you.  I'm  sure  all 
your  colleagues  will  join  me  in  wishing  you 
continued  luck  and  success  in  your  furture  en- 
deavors. 


GENERAL  LEAVE 

Mr.  NATCHER.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
retirement  of  our  friend.  Gene 
Snyder. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Kentucky? 

There  was  no  objection. 


THE  TAX  REFORM  BILL 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 


It  is  not 
carry  on  s 
rows  of  er 
much  less 
sary  that 
have  on  i\ 
tax  reform 
cast  respor 
is  before  u; 

My  perse 
what  we  n 
terial  whic 
drafters  of 
sell  the  ad 
to  overloo 
mental  dis: 

I  will  coi 
noble  orig 
and  that  t 
on  the  bill 
produce  a  \ 

I  will  fu 
reform  bi 
goals:  A  lo 
for  Individ 
moval  of 
income  An 
ules  comi 
have  no  ti 
tion  or  elii 
preference 
unfair,  un 
must  adn; 
some  of  th 
some  of  its 

However 
bill,  I  thi: 
gauge  the 
to  accomp 
judgment 
over,  we  ai 
antigrowtl 
run;  (b)  tti 
capital  ace 
timanufac 
that  while 
ness,  if  it 
marginal; 
whit  of  sii 
cates  the 
hurts  mar 
tors  of  o 
measure  c 
going  to  I 
have  no  ic 
to  them. 

I  would 
matter  of 
lieve  that 


September  18,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24673 


tleman  from  Minnesota  [Mr.  Prenzel] 
is  recognized  for  60  minutes. 

Mr.  FRENZEL.  Mr.  Speaker,  tonight 
with  some  help  from  some  other  dis- 
tinguished Members  of  Congress,  I  am 
going  to  discuss  the  tax  reform  bill  on 
which  the  House  will  have  the  oppor- 
tunity to  vote  sometime  late  next 
week.  I  expect  to  be  joined  in  my  dis- 
cussion by  the  distinguished  gentle- 
man from  Texas  [Mr.  Archer],  a 
member  of  the  Ways  and  Means  Com- 
mittee and  perhaps  some  others  as 
well. 

D  2035 

It  is  not  a  very  interesting  thing  to 
carry  on  a  discussion  with  rows  and 
rows  of  empty  chairs  on  any  subject, 
much  less  tax  reform,  but  it  is  neces- 
sary that  the  Members  of  this  body 
have  on  the  record  information  about 
tax  reform  so  that  they  will  be  able  to 
cast  responsible  votes  when  the  matter 
is  before  us. 

My  personal  opinion  is  that  much  of 
what  we  read  about  tax  reform  is  ma- 
terial which  has  been  released  by  the 
drafters  of  the  bill,  and  tends  to  over- 
sell the  advantages  of  tax  reform,  and 
to  overlook  what  I  think  are  monu- 
mental disadvantages. 

I  will  concede  that  tax  reform  had  a 
noble  origin,  that  it  had  lofty  goals, 
and  that  the  participants  who  worked 
on  the  bill  did  their  dead  level  best  to 
produce  a  good  tax  reform  bill. 

I  will  further  concede  that  the  tax 
reform  bill  achieves  some  notable 
goals:  A  lowering  of  marginal  tax  rates 
for  individuals  and  corporations;  a  re- 
moval of  6  million  relatively  low- 
income  Americans  from  the  tax  sched- 
ules completely— that  is,  they  will 
have  no  tax  liability;  and  a  modifica- 
tion or  elimination  of  a  number  of  tax 
preferences  which  were  obsolete, 
unfair,  undesirable,  or  whatever.  One 
must  admit  that  this  bill  contains 
some  of  these  advantages  and  achieves 
some  of  its  goals. 

However,  as  we  begin  to  discuss  the 
bill,  I  think  that  it  is  important  to 
gauge  the  bill  against  what  it  set  out 
to  accomplish,  and  it  is  my  personal 
judgment  that  when  we  look  the  bill 
over,  we  are  going  to  find  (a)  that  it  is 
antigrowth,  particularly  in  the  short 
run;  (b)  that  it  is  antisavings  and  anti- 
capital  accumulation;  (c)  that  it  is  an- 
timanufacturing  and  antitrade;  (d) 
that  while  it  claims  to  bring  more  fair- 
ness, if  it  does,  the  fairness  is  only 
marginal;  (e)  that  it  brings  not  one 
whit  of  simplicity,  but  rather  compli- 
cates the  Tax  Code;  and  (f)  that  it 
hurts  many  industries  and  many  sec- 
tors of  our  society  which  in  large 
measure  do  not  know  that  they  are 
going  to  be  affected  by  this  bill  and 
have  no  idea  what  is  going  to  happen 
to  them. 

I  would  like  to  talk  first  about  the 
matter  of  negative  growth,  which  I  be- 
lieve that  the  tax  reform  bill  presents. 


The  difficulty  is,  of  course,  that  when 
the  President  put  his  first  tax  propos- 
al on  the  table,  the  title  of  it  was  "fair- 
ness, simplicity,  and  growth."  Well, 
whatever  the  original  idea  was,  I  think 
that  it  is  clearly  the  consensus  of 
economists  that  growth  is  not  going  to 
be  what  comes  from  this  bill,  particu- 
larly in  the  early  years. 

When  you  get  beyond  5  years,  the 
crystal  balls  tend  to  get  fuzzy,  and 
people  have  difficulty  making  predic- 
tions, but  certainly  in  the  first  2  or  3 
years  the  predictions  range  anywhere 
from  1-percent  decline  in  GNP,  com- 
pared to  what  would  be  the  case  under 
the  current  Tax  Code,  to  even  higher 
numbers  in  the  first  2  or  3  years.  That 
is  particularly  grievous  in  an  industrial 
society  like  our  own,  because  1  percent 
of  the  GNP  could  represent  nearly  a 
million  jobs  in  our  society,  and  I  think 
that  anyone  in  this  country  who  wants 
to  voluntarily  give  up  that  many  jobs 
is  not  thinking  in  the  best  interests  of 
our  economy  or  of  our  Republic. 

So  as  I  look  at  the  various  econo- 
mists who  have  cast  their  own  horo- 
scope."] about  the  future  of  this  bill,  it 
seems  to  me  that  the  overwhelming 
consensus  is  that  we  are  going  to  lose 
ground  in  the  first  couple  of  years. 
Beyond  that,  a  number  of  them,  par- 
ticularly those  who  claim  to  be  supply- 
side  economists,  believe  that  the  tax 
rate  incentives,  the  lowered  rates,  are 
going  to  push  us  up  to  a  greater  rate 
of  recovery.  I  think  that  that  remains 
to  be  seen,  and  we  will  talk  about  that 
later  in  connection  with  discussions  on 
savings  and  capital  accumulation  in- 
centives that  have  been  modified 
within  the  bill. 

With  respect  to  growth,  the  sugges- 
tions that  there  is  growth  in  this  bill 
in  early  years  are  restricted  to  a  very 
small  number  of  economists,  and  as  I 
said  earlier,  the  general  consensus  is 
that  there  will  not  be  growth. 

Moving  on  to  the  anticapital  situa- 
tion, or  to  my  allegation  that  the  bill 
is  antisavings  and  anticapital  accumu- 
lation, I  think  that  it  is  fair  to  note 
that  the  major  incentives  that  we  had 
in  the  Tax  Code  for  savings  and  cap- 
ital accumulation  were  all  pretty  badly 
wounded.  The  investment  tax  credit 
was  repealed  completely— retroactive- 
ly, I  might  add,  but  I  will  have  some- 
thing to  say  about  that  later  in  the 
section  on  fairness.  We  also  stretched 
out  depreciation  and  removed  some  of 
the  savings  incentive  from  the  depre- 
ciation schedules. 

Perhaps  the  worst  blow  of  all  in  my 
judgment  was  the  removal  of  the 
lower  capital  gains  tax,  one  of  the 
really  good  incentives  in  our  Tax  Code 
for  capital  formation. 

Moving  on,  we  had  some  other  sav- 
ings in  the  so-called  section  415  pen- 
sion program,  which  allows  businesses 
to  deduct  moneys  contributed  to  pen- 
sion programs  for  their  employees. 
Those  have  been  not  only  reduced  in 


the  limitations,  but  in  addition,  the 
Tax  Code  has  been  strewn  with  new 
rules  about  how  those  pensions  will  be 
administered  and  run  to  such  an 
extent  that  it  is  my  considered  belief 
that  many  smaller  companies  will 
withdraw  from  their  pension  systems 
completely,  and  that  new-forming  com- 
panies will  never  form  pensions.  Par- 
ticularly I  think  that  this  is  true  with 
respect  to  guaranteed-benefit  plans. 

Mr.  ARCHER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  FRENZEL.  I  yield  to  the  distin- 
guished gentleman  from  Texas  [Mr. 
Archer],  a  member  of  the  Committee 
on  Ways  and  Means. 

Mr.  ARCHER.  I  thank  the  gentle- 
man for  yielding,  and  I  want  to  com- 
pliment him  on  his  comments,  particu- 
larly relative  to  the  removal  of  incen- 
tives for  savings  that  lie  within  this 
tax  reform  bill. 

Mr.  Speaker,  in  the  particular  area 
of  pensions  and  employee  benefits  and 
thrift  operations,  I  want  to  just  give 
the  gentleman  a  quote  from  Mr.  Rich- 
ard Raskin,  who  is  a  consulting  actu- 
ary with  the  Wyatt  Co.  in  New  York. 
He  says  that  this  bill  contains  a  strong 
incentive  to  cause  companies  and  indi- 
viduals to  think  about  an  actual  reduc- 
tion in  the  level  of  benefits. 

Further,  I  would  like  to  quote  Mr. 
Gerald  Faciani,  who  is  the  president 
of  Faciani  Co.  in  Cleveland,  an  actuar- 
ial firm  that  designs  plans  for  compa- 
nies all  over  this  country  and  for  orga- 
nizations all  over  this  country.  He  says 
as  follows:  "This  bill  will  have  a  dele- 
terious effect  on  continued  plan  main- 
tenance and  new  plan  formation  in  the 
small-plan  business  sector.  The  day 
will  come,  I  think  in  5  years,  when 
small  employers  will  have  nothing  but 
traditional  profit-saving  plans." 

D  2045 

I  thank  the  gentleman  for  yielding 
just  so  that  I  could  insert  that  at  this 
point. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man. I  think  he  is  dead  right. 

The  gentleman  probably  has  a  more 
vivid  memory  than  I  do  on  this,  but 
looking  at  ERISA  changes  and  pension 
tax  changes,  I  believe  in  the  last  4 
years  we  have  had  three  major 
changes,  each  of  which  necessitates  re- 
writing the  plan  at  the  business  level. 
If  you  are  a  small  employer  and  you 
have  some  10  to  100  employees,  after 
you  have  to  pay  those  legal  and  actu- 
arial fees  for  the  third  time  in  a  row, 
you  say,  hey,  wait  a  minute,  my  plan 
cannot  stand  the  overhead,  my  em- 
ployees cannot  stand  it,  I  will  put  it  in 
the  paycheck.  That  is  just  the  phe- 
nomenon I  think  the  gentleman  was 
suggesting. 

Mr.  ARCHER.  Absolutely.  And  it  is 
estimated  that  it  will  cost  $1  billion  of 
administrative  costs  just  to  rewrite  all 
of  the  plans  in  the  United  States.  That 
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is  a  tremendous  waste  of  effort,  and 
those  extra  changes  that  will  be 
placed  on  the  people  who  have  the 
plans,  in  many  instances,  will  not  be 
affordable. 

I  would  also  like  to  insert  in  the 
Record  for  our  colleagues  the  fact 
that  we  have  had  four  major  changes 
in  the  last  5  years  relative  to  pension 
plans  under  the  Tax  Code.  We  have 
the  1982  TEFRA  changes.  Actually,  in 
1983  we  had  a  gain  in  participants  in 
plans,  but,  as  a  result  of  the  1982 
TEFRA  changes,  in  1984  we  had  a  net 
reduction  in  the  number  of  people  in 
the  United  States  who  were  included 
in  plans.  It  went  up  for  an  increase  of 
1V4  million  people  to  1984  when  there 
was  a  net  reduction  of  250,000  people 
covered  by  pension  plans.  In  1985 
there  was  a  loss  of  3V2  million  and  the 
pension  actuaries  that  I  talked  to  tell 
me  that  this  bill  will  accelerate  that 
very,  very  negative  trend  of  fewer  and 
fewer  people  being  covered  by  private 
pension  plans. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man for  his  comments  and  I  yield  to 
the  distinguished  gentleman  from 
Washington  [Mr.  Chandler],  who 
chaired  the  tax  committee  in  his  own 
legislature  and  is  an  expert  in  the  field 
of  pension  law. 

Mr.  CHANDLER.  I  thank  the  gen- 
tleman for  yielding.  The  urgency  is 
that  my  wife  will  arrive  at  National 
Airport  in  about  25  minutes,  and  I 
need  to  get  over  and  not  stand  her  up. 

Mr.  FRENZEL.  We  empty  chairs  ap- 
preciate the  gentleman  being  here. 

Mr.  CHANDLER.  I  appreciate  your 
raising  the  point  of  the  whole  retire- 
ment income  issue.  When  you  were 
talking  about  small  employers,  and 
the  gentleman  from  Texas  was  talking 
about  that,  I  think  if  you  will  look  at 
the  studies  that  have  been  done  you 
will  find  that  we  are  actually  on  a  neg- 
ative trend.  Not  only  are  they  not 
adopting  plans,  but  they  are  terminat- 
ing. That  is  the  growth  industry  in  the 
pension  industry  today,  terminating 
plans. 

We  have  about  50  percent,  I  think 
the  gentleman  said,  50  percent  of  the 
people  in  the  United  States  who  are 
not  covered  by  any  pension  plan,  and  a 
demographic  for  the  future  that  is 
really  against  us  is  the  dependency 
ratio  of  Social  Security,  those  working 
to  those  already  retired,  which  today 
is  3.2  to  1.  By  the  time  people  of  my 
generation,  and  a  little  bit  younger— I 
was  bom  in  1942— the  1945  to  1955 
years,  young  people  bom  in  that  time, 
by  the  time  they  retire  the  ratio  will 
be  2  to  1,  two  people  working  for  every 
one  that  is  retired.  The  conflict  be- 
tween generations,  or  the  potential  for 
conflict  between  generations  that  that 
creates  is  obviously  enormous,  and  so 
the  need  for  citizens  to  provide  for 
themselves  something  in  addition  to 
Social  Security  is  obvious. 


As  you  have  pointed  out,  the  tax  bill 
not  only  changes  the  rules,  the  thiAg  I 
think  Members  of  Congress  need  to 
understand  is  it  costs  just  as  much  for 
Fred's  Cleaners  to  amend  his  plan, 
make  the  plan  amendments  as  it  does 
General  Motors,  virtually  the  same 
process,  virtually  the  same  costs. 

I  do  not  believe  the  gentleman  men- 
tioned IRA's.  This  is  another  area  that 
troubles  me.  We  are  saying,  all  right, 
if  you  are  a  joint  taxpayer  and  you 
and  your  spouse  earn  $40,000  a  year, 
then  we  start  declining  the  amount 
that  you  can  defer  income  for  a  later 
time  for  retirement  and  savings.  By 
the  time  I  believe  it  is  at  $55,000.  then 
you  are  not  allowed  to  defer  any 
income  at  all,  although  you  can  make 
a  contribution  to  shelter  the  income 
that  you  generate  from  the  interest. 

The  gentleman  has  mentioned  the 
401(k)  plans.  The  thing  I  think  we 
have  to  remember  is  we  have  a  volun- 
tary system  in  the  United  States 
where  employers  have  a  choice  of 
whether  to  provide  a  pension  plan  or 
not,  a  voluntary  system.  If  General 
Motors,  or  Boeing,  or  Weyerhaeuser, 
or  Fred's  Cleaners  provides  a  pension 
plan,  it  is  because  they  chose  to  do  so. 
Nobody  requires  that,  nor  should  they. 

I  was  at  a  meeting  one  day  when  I 
said  that  we  need  to  provide  incen- 
tives, and  someone  said,  yes,  you  need 
to  appeal  to  their  greed.  Greed  or  self- 
interest,  it  basically  comes  down  to  the 
same  thing.  If  there  is  no  incentive 
there  to  do  it.  people  will  tend  not  to 
do  so. 

I  predict  that  one  of  the  biggest 
things  lawyers  are  going  to  be  doing 
with  the  passage  of  this  bill  is  forming 
subchapter  S  companies  for  previously 
incorporated  companies  and  employers 
are  then  going  to  take  their  income, 
all  of  it  as  ordinary  income  and  not 
defer  any  of  it,  terminate  whatever 
pension  plan  exists,  because  it  is  no 
longer  in  the  self-interest,  no  longer 
appeal  to  their  greed,  if  that  is  your 
inclination,  to  provide  that. 

So  when  they  do  not  provide  it  for 
themselves,  then  they  do  not  provide 
it  for  their  employees,  and  there  is  the 
tragedy,  I  think,  within  this  bill. 

We  need  a  retirement  income  policy 
for  the  United  States.  We  need  to  look 
at  the  problem,  set  some  objectives, 
and  then  establish  a  means  of  reach- 
ing those  objectives. 

I  do  not  want  any  more  than  my 
friend  from  Minnesota  or  Texas  to  kill 
this  bill.  That  is  not  my  objective  at 
all.  I  join  with  you  on  all  the  other 
concerns  you  have  raised. 

My  suggestion  is  let  us  not  kill  tax 
reform,  but  let  us  not  pass  this  bill. 
Then  let  us  come  back  in  the  100th 
Congress  and  do  it  right.  There  are 
still  2  years  left  of  President  Reagan's 
term,  and  that  would  be  a  fine  way  for 
him  to  leave  office,  for  us  to  pass  a  tax 
bill  in  which  we  can  take  great  pride, 
which  will  provide  growth,  which  will 


provide  the  incentives  for  the  provi- 
sion of  retirement  income,  and  will 
simplify  the  code  as  we  thought  was  a 
goal  that  we  would  achieve. 

I  thank  the  gentleman  for  yielding, 
and  I  must  go. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man for  his  participation,  and  agree 
that  he  is  embarking  on  a  nobler  mis- 
sion at  the  moment. 

I  want  to  finish  up  the  discussion  on 
savings  by  suggesting  that  severe  limi- 
tations have  been  imposed  on  401(k) 
plans  and  403(b)  plans  as  well  as  on 
IRA  plans.  But  let  no  one  have  the 
idea  that  we  have  imposed  them  with 
any  fairness  across  the  board.  We  have 
not  touched  Keough  plans.  It  is  possi- 
ble to  have  a  Keough  plan  and  a  401 
plan.  It  is  possible  to  have  various 
combinations. 

The  persons  I  think  who  are  disad- 
vantaged in  the  various  combinations 
that  are  available  are  employees  who 
have  to  make  important  contributions 
of  their  own  to  their  pension  plans  in 
after-tax  dollars,  for  they,  if  they  are 
anywhere  near  high  income  people, 
are  not  going  to  have  an  IRA  opportu- 
nity, but  they  will  not  have  the  same 
pension  and  401(k)  opportunities  that 
other  people  have. 

I  think  the  one  other  comment  I 
would  have  on  the  antisavings  features 
of  this  bill  is  the  one  about  capital 
gains.  The  reason  all  of  these  incen- 
tives have  been  cut  back  and  modified 
is  to  pay  for  the  new  low  rates  that 
the  tax  bill  promises. 

The  problem  is  that  I  have  some  se- 
rious reservations  about  the  revenue 
that  is  going  to  occur  by  these  reduc- 
tions. I  remember  in  1969  when  we 
raised  the  capital  gains  tax.  The  result 
was,  you  guessed  it.  the  tax  revenues 
declined  because  people  did  not  want 
to  pay  that  high  tax.  They  did  not 
take  their  gains  and  try  to  handle 
their  financial  affairs  in  another  way. 

In  1978  and  1981  when  we  lowered 
the  capital  gains  rate,  you  guessed 
again  what  happened,  we  took  in  more 
money  because  people,  at  a  lower  rate 
of  capital  gains,  were  willing  to  take 
the  gains  that  they  had. 
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With  this  slightly  higher  rate  and 
the  no  differential  rate,  not  only  will 
there  be  a  disincentive  to  save,  there 
will  be  an  incentive  to  make  gainers 
into  heirlooms,  that  people  will  want 
to  pass  on  death  rather  than  convert 
under  the  new  higher  tax  law. 

Mr.  Speaker,  I  now  yield  to  my  dis- 
tinguished colleague  on  the  Commit- 
tee on  Ways  and  Means,  the  gentle- 
man from  Illinois  [Mr.  Crane]. 

Mr.  CRANE.  First  of  all.  let  me  con- 
gratulate the  gentleman  from  Minne- 
sota [Mr.  Frenzel]  for  having  taken 
this  special  order,  because  I  think  this 
is  one  of  the  most  serious  debates  that 
we  will  have  this  year,  and  perhaps  for 
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a  number  of  years  to  come  in  terms  of 
its  potential  implications;  and  your 
stress  on  the  capital  gains  rate 
changes  is  one  that  I  do  not  think  has 
been  given  proper  consideration. 

Mr.  Speaker,  by  1988  the  maximum 
capital  gains  tax  will  have  gone  from 
20  to  33  percent.  In  1987  it  will  go  to 
28  percent,  and  that  is  almost  a  50-per- 
cent increase  in  just  1986  versus  1987. 

I  think  the  other  important  thing  to 
keep  in  mind,  is  in  assessing  this  kind 
of  a  tax  on  capital  gains,  they  have 
factored  into  their  computations  in 
preparing  this  bill  a  revenue  increase. 

Now  to  be  sure,  if  I  were  heavily  in- 
vested in  the  stock  market,  I  would  try 
and  take  my  lower  20-percent  capital 
gains  rate  between  now  and  the  end  of 
1986  because  of  the  fact  that  come 
January  1,  I  am  going  to  get  hit  at 
least  with  28  percent,  and  looking 
ahead  to  1988,  33  percent. 

There  has  been  a  lot  of  speculation 
as  to  what  is  going  on  in  the  market 
right  now.  If  you  were  a  broker  and 
you  were  handling  my  account,  and  I 
were  in  the  maximum  bracket,  what 
would  you  suggest  that  I  do,  if  I  am 
heavily  invested  in  the  market? 

Mr.  PRENZEL.  I  would  suggest  the 
gentleman  take  some  gains  now  at  the 
20-percent  rate  rather  than  paying  28 
percent  if  he  needed  to  sell  in  the 
future. 

Mr.  CRANE.  What  impact  do  you 
think  that  might  have?  Between  now 
and  the  end  of  the  year. 

Mr.  FRENZEL.  Well,  Mr.  Speaker, 
of  course  if  there  are  more  sellers  than 
buyers  in  the  market,  it  is  going  to 
have  the  negative  impact  that  I  think 
we  have  seen  in  the  market,  in  the  last 
week. 

Mr.  CRANE.  Now  there  have  been 
many  other  rationalizations  to  explain 
that,  but  this  point  has  not  been 
stressed,  and  I  think  your  point  is  well 
taken. 

I  would  certainly  want  to  capitalize 
on  that  lower  rate;  and  instead  of  the 
revenue  gains  that  are  anticipated 
with  an  increase  in  the  capital  gains 
tax,  I  have  seen  private  studies  that 
suggest  over  a  5-year  period,  instead, 
there  could  be  anywhere  from  a  $44  to 
$100  billion  revenue  loss  as  a  conse- 
quence of  taking  the  maximum  capital 
gains  tax  up  to  33  percent. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man for  his  contribution. 

Mr.  ARCHER.  Mr.  Speaker,  will  the 
gentleman  yield  to  me  on  that  same 
subject? 

Mr.  FRENZEL.  I  yield  to  the  gentle- 
man from  Texas. 

Mr.  ARCHER.  Mr.  Speaker,  one 
thing  that  is  often  overlooked  is  that 
we  tend  to  think  that  capital  gains  are 
items  that  come  only  to  those  who  are 
rather  wealthy.  There  have  been  a 
number  of  studies  on  this;  one  done  by 
Martin  Feldstein  of  Harvard. 

These  studies  show  that  the  biggest 
losers  really  are  the  lower  and  middle 
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income  people,  because  they  are  not 
paying  the  20-percent  maximum  rate 
today;  they  have  the  opportunity  to 
disregard  60  percent  of  whatever  their 
gain  is,  and  then  pay  their  regular, 
normal  tax  on  40  percent  of  the  gain. 
That  will  be  eliminated  from  the 
code.  Prom  a  relative  percentage 
standpoint,  the  lower  and  middle 
income  people  will  be  disadvantaged  to 
a  greater  extent  than  those  who  are  in 
the  higher  income  brackets  by  this 
change  that  is  proposed  in  the  tax 
reform  bill. 

Mr.  FRENZEL.  The  gentleman  is 
dead  right,  and,  of  course,  the  typical 
capital  gain  event  in  the  United  States 
is  the  sale  of  a  honje  or  a  farm,  which 
does  not  occur  only  to  rich  people. 

I  yield  again  to  Phil  Crane,  the  gen- 
tleman from  Illinois. 

Mr.  CRANE.  Mr.  Speaker,  some- 
thing that  just  came  to  mind  in  that 
regard  is,  for  example,  all  of  the  pen- 
sion funds  that  are  invested  in  the 
market.  With  that  increase,  will  that 
not  negatively  impact  on  pensions? 

Mr.  PRENZEL.  It  is  possible,  if  there 
is  a  decline  in  general  market  values 
due  to  a  sell-off  because  of  capital 
gains  rate-inspired  transactions;  sure. 
The  value  of  their  portfolios  is  going 
to  decline.  At  least,  that  is  the  only 
way  that  I  can  see  it. 

Mr.  CRANE.  I  thank  the  gentleman. 

Mr.  PRENZEL.  Mr.  Speaker,  let  me 
conclude  with  savings;  and  again  the 
gentleman  from  Texas  [Mr.  Archer] 
may  want  to  speak  up  here,  because 
he  has  some  special  background  in  this ' 
area  as  well. 

The  savings  rate  in  the  United 
States  is  the  lowest  in  the  industrial- 
ized world;  and  that  is  one  of  the  rea- 
sons why  we  have  high  rates  of  inter- 
est in  the  United  States,  because  we  do 
not  save  enough  to  take  care  of  our 
borrowing  needs.  Most  of  the  borrow- 
ing needs,  of  course,  occasioned  by  the 
profligacy  of  the  Congress,  spending 
more  money  than  we  take  in;  and,  of 
course,  we  have  this  enormous  trade 
imbalance  which  is  partly  a  cause  and 
partly  a  result  of  the  whole  thing. 

What  this  bill  is  going  to  do,  in  re- 
moving the  principal  savings  incen- 
tives, is  to  cause  the  rate  of  saving  to 
be  lowered.  I  notice  that  some  of  the 
sponsors  of  the  bill,  or  the  proponents 
of  the  bill,  are  telling  us  that  the  cuts 
in  personal  rates  are  going  to  increase 
savings;  that  this  is  going  to  be  a  cut 
which  is  going  to  inspire  people  to 
work  and  save  and  invest. 

Mr.  Speaker,  I  think  the  gentleman 
from  Texas  [Mr.  Archer]  had  some 
statistics  on  what  happened  in  1981 
when  we  cut  taxes  and  we  expected 
people  to  save  more. 

I  yield  to  the  gentleman  from  Texas. 

Mr.  ARCHER.  Mr.  Speaker,  I  thank 
the  gentleman  for  making  this  point; 
and  it  is  a  very  important  one. 

The  reduction  of  individual  rates, 
which  does  put  more  money  in  the 
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pocket  of  the  average  individual  in 
this  country,  occurred  massively  in  the 
1981  bill,  which  all  three  of  us  sup- 
ported. 

Many  of  the  promoters  of  the  tax  re- 
ductions at  that  time  urged  that  it 
would  increase  savings  dramatically. 
The  reality  was  that  before  the  bill 
was  passed,  the  percent  of  personal 
savings  in  this  country  relative  to 
income,  of  disposable  income,  was  over 
7  percent. 

After  the  bill  passed,  it  has  declined 
in  succeeding  years  to  where  today  it 
is  5  percent  or  less  of  disposable 
income.  So  the  claim  that  by  having  a 
25-percent  reduction  in  personal 
income  tax  rates  would  generate  extra 
savings  has  just  not  occurred.  The  re- 
ality is  it  has  not  occurred. 

Another  interesting  figure  when  you 
talk  about  savings  and  the  importance 
of  savings  to  having  capital  to  create 
jobs,  to  increase  our  standard  of  living; 
is  that  79  percent  of  all  of  our  private 
savings  in  the  United  States  are  gener- 
ated by  businesses,  not  by  individual 
savers. 

The  incentives  that  were  put  in  the 
1981  Code  of  course  did  encourage 
greater  saving  at  the  business  level  by 
accelerated  depreciation,  et  cetera. 

Now  it  seems  clear  to  me  that  with 
the  added  tax  on  business  that  is  rep- 
resented in  this  bill,  that  we  must  see 
a  significant  decline  in  savings  at  the 
business  level. 

In  fact,  the  economists  that  I  have 
heard  speak  to  this  subject  say  that 
cash  flow  for  businesses  will  definitely 
deteriorate  if  this  bill  is  passed:  There 
will  be  less  cash  flow  through  the  busi- 
nesses of  this  country. 

One  of  two  things,  then,  has  to 
happen.  Either  they  are  not  going  to 
invest  as  much  to  modernize,  to  keep 
America  competitive  in  the  world  mar- 
ketplace, to  create  jobs,  or  they  are' 
going  to  have  to  borrow  the  money. 

Since  we  are  no  longer  as  a  nation 
saving  enough  to  provide  our  own  cap- 
ital, that  means  we  will  have  to 
depend  more  on  foreign  capital  and 
foreign  investment  in  the  United 
States. 

I  do  not  think  that  is  a  direction 
that  Americans  want  to  go. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man. 

Mr.  Speaker,  I  yield  to  the  gentle- 
man from  Illinois  [Mr.  Crane]. 

Mr.  CRANE.  Mr.  Speaker,  this  is  a 
quote  from  a  study  done  by  Jerry  Ja- 
sinowski,  the  vice  president  and  chief 
economist  of  the  National  Association 
of  Manufacturers. 
On  this  point  he  said: 
Finally,  while  tax  reform  purports  to 
achieve  greater  neutrality  and  it  does  so  in 
some  respects,  it  is  not  neutral  on  the  tax 
treatment  of  income  and  consumption.  In 
this  respect,  it  moves  the  tax  system  even 
further  away  from  taxation  of  consumption 
and  further  penalizes  savings  and  invest- 
ment. 
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So  the  distinguished  gentleman  from 
Minnesota  [Mr.  Frenzel]  is  in  good 
company  on  that  point. 

Mr.  FRENZEIL.  Thank  you  very 
much. 

Mr.  ARCHER.  Mr.  Speaker,  if  the 
gentleman  will  yield  to  me  again,  we 
must  admit  that  in  this  bill,  we  tend  to 
see  a  leveling  out  so  that  in  some  in- 
stances capital  can  be  allocated  on  a 
more  efficient  basis  in  the  tax  reform 
bill. 

The  proponents  claim  that,  and  that 
is  accurate. 

Mr.  FRENZEL.  I  can  see  that. 

Mr.  ARCHER.  However,  all  of  the 
economists  that  testified  before  the 
Joint  Economic  Committee  that  I 
heard— and  maybe  there  was  one  or 
two  that  did  not  agree— but  out  of  11 
economists  who  testified  in  the  last 
week,  they  said  that  the  cost  of  cap- 
ital, the  increased  cost  of  capital  that 
this  bill  would  generate,  more  than 
offset  whatever  benefit  from  the  more 
efficient  allocation  of  capital. 
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I  think  that  is  important.  One  of  the 
points  that  they  made,  in  fact  Mr. 
Sommers  from  Harvard  made  the 
point  very  effectively,  was  that  the 
corporate  rate  reduction  did  not  offset 
the  cost  of  capital  because  it  primarily 
benefited  old  capital  that  was  already 
in  place.  So  the  machinery  and  equip- 
ment, the  manufacturing  capacity 
that  is  in  place  will  benefit  from  the 
rate  reduction.  But  you  cannot  get  any 
greater  efficiency  out  of  existing  cap- 
ital that  is  in  place.  You  cannot  get 
greater  productivity.  Relative  to  new- 
investment  that  is  required  for  greater 
productivity,  the  tax  rate  reductions 
do  not  operate  as  an  incentive.  It  is 
more  retrospective  than  it  is  prospec- 
.  live. 

And  he  commented  that  the  true 
cost  of  capital  and  to  business  was  far 
more  than  the  $120  billion  that  the 
proponents  say  they  are  shifting  from 
individuals  to  business  because  that 
120  is  net  after  the  rate  reduction.  So 
if  you  add  back  the  fact  that  the  rate 
rediiction  does  not  benefit  investments 
in  new  capital  but  primarily  benefits 
old  capital,  you  have  a  much  greater 
charge  on  capital  investment  for  the 
future. 

Succinctly,  he  said  this  bill  would 
favor  old  capital  in  contrast  to  new 
capital  and  would  make  it  even  more 
difficult  for  new  corporations  to  get 
into  the  arena  and  to  compete  with 
those  who  already  have  their  capital 
invested. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man, and  I  yield  to  the  distinguished 
gentleman     from     Washington,     Mr. 

LOWRY. 

Mr.  LOWRY  of  Washington.  I  thank 
the  gentleman  from  Mirmesota  for 
yielding. 

I  just  turned  on  my  TV  and  did  not 
notice  how  much  time  the  gentleman 


from  Mirmesota  has.  Does  the  gentle- 
man have  adequate  time  for  me  to 
take  part? 

Mr.  FRENZEL.  Of  course  we  have 
time  for  you. 

Mr.  LOWRY  of  Washington.  I  thank 
the  gentleman.  I  was  over  there  eating 
my  raisins  and  trying  to  catch  up  on 
some  mail  which  I  am  behind  on.  I  was 
delighted  to  see  the  gentleman  from 
Minnesota,  who  I  think  is  one  of  the 
best  fiscal  thinkers  in  this  body,  hold- 
ing this  special  order  on  the  tax  bill.  I 
am  not  going  to  use  the  term  tax 
reform  bill.  I  myself  do  not  find  that.  I 
think  this  bill  is  a  drastic  mistake.  I 
am  very  much  against  the  passage  of 
this  bill.  I  am  not  quite  sure  what  else 
has  been  said  earlier  here,  but  I  would 
like  to  say  why  I  am  working  against 
this  bill. 

Mr.  FRENZEL.  Why  does  not  the 
gentleman  tell  us  what  is  lying  on  his 
heart? 

Mr.  LOWRY  of  Washington.  The 
first  thing  that  I  would  like  to  men- 
tion is,  I  think  it  hurts  badly  on  the 
battle  of  the  deficit. 

In  every  way  that  I  have  tried  to 
find  that  not  to  be  the  case  I  have 
found  answers  by  proponents  of  this 
bill  to  be  pure  malarkey. 

Now,  the  easy  way,  first,  to  look  at  it 
is  the  immediate  effect  on  the  deficit 
of  the  bill  itself  which  I  want  to  say  on 
the  record  today  I  think  is  overly  opti- 
mistic. I  think,  in  other  words,  it  will 
be  worse  than  the  estimates  given  be- 
cause the  estimates  used  by  the  pro- 
fessionals giving  the  estimates  are  all 
on  existing  static  economic  statistics, 
and  I  think  that  will  prove  to  be  inac- 
curate. 

But  even  using  those  estimates,  in 
the  next  2  crucial  years  of  the  battle 
of  the  deficit,  in  the  year  1988  which 
we  will  face  next  year,  even  those 
overly  optimistic  estimates  say  that 
this  bill  will  increase  the  deficit  $17 
billion.  In  the  following  year,  $15  bil- 
lion. 

Now  I  happen  to  serve  on  the  Com- 
mittee on  the  Budget,  and  I  have  for  3 
days  been  in  the  little  mini-confer- 
ences about  how  we  even  find  the 
money  to  meet  our  Gramm-Rudman- 
plus-10,  $154  billion  target  right  now. 
The  only  way  we  are  going  to  find  it  is 
by  making  economically  unwise  selling 
of  assets  of  this  Government  to  meet 
just  this  year's  relatively  easy  target. 
The  way  we  are  going  to  come  up  with 
the  $15  billion  reconciliation  package 
that  I  support  given  the  alternatives, 
is  to  sell  export-import  loans  which  I 
am  for  doing.  It  is  a  bad  mistake  but  I 
will  do  it.  given  the  alternative;  sell 
other  loans  at  a  loss,  at  a  discount, 
take  that  money  and  move  it  forward 
so  we  can  hit  the  $154  billion  this 
year.  What  that  really  does  is  it  says, 
"Let's  move  those  future  dollars  in  the 
next  2  years  out  of  there  out  to  here, 
at  the  same  time  that  this  bill  even 


under  the  most  optimistic  estimates 
will  increase  the  deficit  $32  billion." 

So  I  continue  to  say  to  the  propo- 
nents of  this  bill  on  my  side  that  keep 
walking  around  with  their  transition 
rules  trying  to  buy  out  votes  over  here 
saying,  "If  you  will  vote  for  this,  here 
is  your  transition  rule,"  and  I  keep 
saying  to  them,  what  are  we  going  to 
do  about  this  deficit  in  the  future? 

Now  here  come  the  answers.  If  I 
could  only  get  this  over  to  the  Mem- 
bers of  this  body.  Here  comes  their 
answer.  They  say,  "Well,  have  you 
looked  at  the  1987  rate  formula  by 
which  we  transist  onto  1988  in  which, 
of  course,  we  do  not  go  to  the  28  and 
the  15  that  we  have  been  telling  every- 
body in  this  country  we  are  doing,  but 
of  course  in  1987  we  have  a  rate  struc- 
ture that  goes  from  38  to  11."  And  so 
we  do  not  have  to  move  ahead  and  go 
to  1988.  They  say  this  to  me.  who  they 
know  my  primary  concern  is  the  defi- 
cit, you  see.  I  am  saying  answer  me 
how  we  are  going  to  raise  this  revenue. 
They  say,  "Well,  we  will  freeze  it  at 
1987."  Now,  think  of  that,  listen  to 
that,  every  Member  in  this  body: 
Their  answer  we  will  freeze  this  rate, 
exactly  the  opposite  of  what  we  are 
telling  the  people  in  this  country,  at 
the  1987  rate. 

Now,  if  the  gentleman  would  allow 
me,  I  would  like  to  talk  about  that 
rate  for  a  minute. 

For  the  $45,000  taxable  income 
bracket,  joint  return  in  1987,  that  rate 
will  be  35  percent. 

Well,  right  now  today  under  the  Tax 
Code  at  $47,000  you  pay  33  percent.  So 
these  people  are  trying  to  tell  me 
when  I  asked  them,  "How  are  we  going 
to  raise  the  revenue  in  the  future  on 
this  drastic  problem?" 

Mr.  FRENZEL.  Plus  that  they  added 
a  marriage  penalty  to  that  couple. 

Mr.  LOWRY  of  Washington.  Added 
the  marriage  penalty,  take  away  the 
IRA  because  at  $50,000,  you  know,  the 
IRA  is  totally  gone  as  a  deduction, 
take  away  the  sales  tax  deduction, 
take  away  the  interest  deduction  on 
the  car  to  be  used  for  going  to  work  in 
the  $45,000  family.  So  how  are  we 
going  to  meet  this  deficit  question? 
They  say,  "freeze  that."  They  are 
trying  to  tell  me  today,  when  we 
cannot  even  get  a  $6.5  billion  excise 
tax  up  on  this  floor  to  be  voted  for  be- 
cause we  cannot  pass  that,  that  is  how 
we  are  going  to  answer  it. 

One  of  two  things  happened  in  this 
bill,  one  of  two  things:  We  either  dras- 
tically increase  the  deficit  or  we  go  to- 
tally back  upon  the  American  people 
and  turn  around  and  raise  the  rates 
before  they  even  got  the  cut.  I  think 
that  is  disgusting. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man for  his  contribution. 
I  yield  to  the  gentleman  from  Texas. 
Mr.  ARCHER.  I  have  an  add  on  to 
the  problem  of  the  deficits. 
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I  share  the  concern  of  the  gentle- 
man. I  think  the  deficits  in  this  coun- 
try that  this  country  faces  are  the  big- 
gest problem  that  looms  into  the 
future.  It  will  not  just  be  the  difficulty 
on  the  revenue  side  that  the  gentle- 
man mentioned  and  articulated  very, 
very  well— and  I  would  only  add  to 
that,  also,  that  they  expect  $11  billion 
above  the  current  law  in  1987,  and  I 
believe  that  this  Congress  will  em- 
brace that  to  meet  the  Gramm- 
Rudman  targets,  but  then  we  will  lose 
that  $11  billion  and  we  will  have  an- 
other minus  $17  billion  in  1988,  the 
combination  of  which  is  not  just  $17 
billion  but  $28  billion  for  the  Budget 
Committee  to  pick  it  up  to  get  back  to 
scratch  before  they  can  find  the  $36 
billion  to  meet  the  Gramm-Rudman 
targets  a  year  from  now  going  into 
1988.  That  is  almost  an  insurmount- 
able barrier,  in  my  opinion,  to  moving 
toward  a  balanced  budget.  But  even 
worse,  I  believe,  the  gentleman  is  right 
when  he  says  that  the  revenue  esti- 
mates are  unreliable. 

Dr.  Brunner  of  DRI  testified  to  the 
Joint  Economic  Committee  that  his 
econometric  model  showed  that  the 
revenue  results  in  1987  would  be  $21 
billion  less  than  what  the  estimators 
say  this  bill  will  produce.  In  1988  they 
would  be  $25  billion  below  current  law. 
The  total  of  those  two  is  $46  billion  of 
extra  deficit  in  1988  plus  the  $36  bil- 
lion that  we  will  have  to  find  to  get  to 
the  Gramm-Rudman  targets,  or  an  $82 
billion  job  of  deficit  closure  when  we 
come  back  a  year  from  now,  and  that 
is  a  virtually  impossible  task. 

But  let  me  add  another  bit  to  that. 
That  is  only  on  the  revenue  side. 

This  bill  by  changing  incentives  in 
the  code  for  lowrincome  housing,  for 
defense  contractors  and  for  a  number 
of  other  areas  is  going  to  put  the  pres- 
sure on  the  Treasury  to  appropriate 
the  money  to  make  those  things 
happen  in  our  society.  If  the  private 
sector  because  of  no  longer  having  tax 
incentives  does  not  build  low-income 
housing,  then  the  majority  in  the  Con- 
gress most  certainly  will  have  to  ap- 
propriate more  money  to  HUD  to 
build  those  houses.  And  that  on  the 
spending  side  is  going  to  exacerbate 
the  deficit.  By  taking  $3.5  billion  out 
of  the  completed  contract  method  of 
accounting,  it  is  going  to  cost  defense 
contractors  to  have  added  costs  of 
roughly  $3.5  billion  which  will  be 
passed  on  to  the  Defense  Department 
and  increase  the  cost  of  procurement 
of  military  hardware  and  equipment. 

Now,  the  proponents  of  this  bill  even 
admit  to  this  in  one  small  area  which 
is  the  area  of  adoptions,  because  there 
is  currently  in  the  code  a  tax  credit  for 
those  who  adopt  orphan  children. 

Well,  they  say  we  have  got  to 
remove  that  in  the  name  of  tax  reform 
but  we  recognize  there  is  a  need  for 
that  money  to  be  provided  by  the 
public.  Therefore,  we  are  going  to  ap- 


propriate the  money  out  of  the  treas- 
ury in  lieu  of  having  the  tax  credits. 

All  of  these  factors  are  going  to 
widen  the  deficit  by  putting  greater 
pressure  on  the  spending  side.  One  of 
the  major  reasons  for  this  is  that  as 
this  tax  bill  went  through  its  process 
basically  most  Members  were  mesmer- 
ized by  the  tax  tables  without  regard 
to  the  economic  impact  and  what  that 
would  do  to  budget  neutrality,  not  just 
what  it  would  do  to  revenue  neutrali- 
ty. I  thank  the  gentleman  for  his  con- 
tribution. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man and  I  yield  to  the  gentleman  from 
Illinois  [Mr.  Crane]. 

Mr.  CRANE.  I  thank  the  gentleman 
for  yielding. 

Now,  on  the  point  that  was  made 
here  about  when  you  kick  into  that  35- 
percent  bracket  on  a  joint  return,  for 
some  of  our  successful  yuppies  out 
there  they  should  recognize  that  next 
year  they  are  going  to  be  kicked  into 
that  35-percent  bracket  at  $27,000  if 
they  are  still  single  and  many  of  them 
are.  I  made  a  calculation  with  the  in- 
crease in  the  standard  deduction  pro- 
vided for  in  this  bill  and  with  the  in- 
crease in  the  personal  exemption  and 
factoring  only  those  two  into  the  de- 
termination of  the  amount  of  taxes 
that  an  individual  will  pay  if  he  gets  to 
$39,440,  the  dollar  amount,  if  you 
made  $39,440  or  you  make  it  next 
year,  under  this  change— and  this  is 
not  counting  the  loss  of  some  of  the 
other  deductions  that  we  have  done  in 
other  potential  reforms  in  this  code— 
the  dollar  amount  of  taxation  for  that 
individual  is  $8,410. 

Now,  that  is  a  rather  substantial  in- 
crease in  taxes,  that  that  person  an- 
ticipates, over  what  he  would  be 
paying  with  the  same  income  today. 
And  I  would  repeat  these  figures  only 
for  the  benefit  of  any  American  that 
may  be  able  to  go  back  and  quickly 
resurrect  last  year's  tax  form. 

Thirty-nine  thousand,  four  hundred 
forty  dollars  income  in  1987,  you  will 
be  paying  $8,410  in  tax.  That  is,  as  I 
indicated,  only  by  calculating  in  the 
standard  deduction  as  a  subtraction 
from  that  overall  income  figure  and 
subtracting  the  increased  personal  ex- 
emption. 

I  thank  the  gentleman  for  raising 
what  to  me  was  a  very  significant 
point. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man for  his  contribution. 

We  have  been  discussing  the  anti- 
growth  elements  of  the  tax  bill,  the 
anti-capital-formation  and  savings  ele- 
ment and  then  most  recently  the  prob- 
lems that  the  tax  bill  raises  with  re- 
spect to  our  budget  deficit. 

I  would  now  like  to  move  into  my  al- 
legation that  the  tax  bill  is  antimanu- 
facturing  and  antiexport.  I  think  most 
analysts  do  not  deny  that  the  burden 
of  the  repeal  of  ITC  falls  most  heavily 
on  manufacturing  concerns  and  espe- 


cially most  heavily  on  the  heartland  of 
America,  that  area  between  Pennsyl- 
vania and  Chicago,  where  our  coun- 
try's basic  industries,  already  under 
siege  from  foreign  competition,  is  lo- 
cated. 

Now,  everybody,  I  think,  knew  the 
ITC  was  going  to  go.  I  do  not  think  ev- 
erybody knew  the  ITC  was  going  to  go 
retroactively,  however.  Nor  did  every- 
one expect  it  to  go  all  at  once.  There 
was  much  to  be  said.  I  think,  for  the 
idea  of  some  kind  of  graceful  phasing 
out  of  the  ITC  while  America's  manu- 
facturing firms,  particularly  smaller 
ones,  learned  how  to  cope  with  the 
problem. 

D  2120 

Of  course,  I  have  already  discussed 
the  stretchout  of  depreciation,  which 
also  adds  costs  in  these  areas. 

The  problem,  of  course,  is  that  with 
the  transfer  of  the  new  costs,  the  new 
costs,  from  individuals  to  corporations 
in  the  ways  that  I  have  just  indicated, 
the  products  of  American  manufactur- 
ing are  going  to  be  increased  in  price. 
This  means  that  compared  to  their 
foreign  competitors,  America's  prices 
will  go  up,  this,  of  course,  at  a  time 
when  we  are  putting  consumption 
stimulus  into  the  code,  if  indeed,  as 
the  gentleman  from  Washington  sug- 
gests we  may  not  do,  we  lower  the  tax 
rates.  If  that  happens,  the  consump- 
tion stimulus  will  be  largely  devoted  to 
the  purchase  of  foreign  goods  while 
the  higher-priced  American  goods  are 
likely  to  languish. 

So  much  for  manufacturing.  Let  me 
talk  a  little  bit  about  export  business 
now. 

In  the  current  Tax  Code,  we  have 
four  primary  incentives  that  benefit 
American  efforts  offshore.  The  first  is 
foreign  tax  credit,  the  second  is  tax  de- 
ferral, the  third  the  foreign  sales  cor- 
poration and,  finally,  section  911,  the 
exclusion  of  income  earned  abroad  by 
Americans  who  are  put  there  to  sell 
American  products  usually. 

None  of  these  were  repealed,  but  all 
of  them  have  been  modified  in  such  a 
way  as  to  reduce  incentives  for  Ameri- 
can firms  to  be  active  abroad,  this  at  a 
time  when  American  exports  are 
under  heavy  fire  in  foreign  markets 
and  at  a  time  when  we  are  not  sure 
that  we  can  maintain  our  market 
share,  much  less  increase  it.  Of  all  the 
times  in  the  world  we  would  choose  to 
reduce  export  incentives,  strange  that 
it  would  come  at  a  time  when  America 
has  a  $150  billion  trade  deficit;  that 
was  last  year's  number,  this  year  it 
will  be  in  the  neighborhood  of  $170 
billion  or  perhaps  slightly  higher. 

So  the  prejudicing  of  manufacturing 
exacerbated  by  the  discrimination 
against  export  orientation  is  part  of 
the  growth  problem,  which  I  referred 
to  earlier  and  suggested  that  we  had 
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at  least  a  1 -percent  negative  influence 
on  growth  in  the  first  2  or  3  years. 

I  would  like  to  talk  a  little  bit  about 
fairness  now,  and  one  of  the  reasons  is 
I  see  the  gentleman  from  Washington 
here,  and  I  note  that  one  of  the  de- 
scriptions of  the  bill  in  addition  to 
growth  and  simplicity  was  fairness. 

Now  there  are  some  good  things  in 
the  bill.  One  that  I  indicated  earlier 
was  the  elimination  of  6  million  people 
from  individual  tax  liability  who 
should  not  have  had  any  in  the  first 
place. 

Nevertheless,  if  one  looks  at  the  bill 
from  top  to  bottom,  it  is  very  difficult 
to  conclude  that  the  bill  is  more  fair 
than  the  current  tax  law  and,  if  indeed 
it  is.  it  is  only  marginally  more  fair. 

The  first  item  I  would  like  to  discuss 
is  the  deduction  of  State  sales  taxes, 
which  is  not  preserved,  against  the  de- 
ductions of  property  taxes,  which  are 
largely  preserved,  and  State  income 
taxes,  which  are  wholly  preserved.  My 
State  relies  heavily  on  income  taxes. 
My  deductions  for  paying  State 
income  taxes  are  going  to  be  pre- 
served. Yet  my  State  spends  its  income 
taxes  on  the  same  thing  that  Mr.  Ar- 
cher's State  spends  its  sales  taxes  and 
Mr.  LowRY  of  Washington's  State 
spends  its  sales  taxes. 

What  makes  my  State's  taxes  more 
sacred  than  theirs?  What  it  does  is 
simply  a  decision  of  the  committee 
that  this  was  the  money  they  needed, 
and  so  they  fed  State  sales  taxes  into 
the  mull  of  tax  reform.  But  in  my 
humble  judgment,  it  certainly  may 
have  been  necessary  to  support  a 
lower  rate.  It  certainly  does  not  do 
anything  for  the  bill's  image  of  fair- 
ness. 

We  have  already  talked  about  the 
problem  of  relatively  affluent  people 
paying  a  higher  marginal  rate  because 
of  the  phaseout  of  the  15-percent  rate 
and  the  phaseout  of  the  individual  ex- 
emption, than  people  who  earn  $1  mil- 
lion a  year.  I  am  not  sure  that  any- 
body in  the  Congress  would  have  sug- 
gested that  was  a  desirable  result  of 
tax  reform,  but  it  happened. 

The  gentleman  from  Texas  was  sug- 
gesting to  me  earlier,  what  happens  to 
you  if  you  are  elderly  and  blind?  If 
both  of  those  situations  apply— well,  I 
think  I  will  let  the  gentleman  from 
Texas  talk  to  that. 

Mr.  ARCHER.  I  just  wanted  to 
simply  say  that  the  result  of  the  tax 
rate  schedule^which,  for  all  practical 
purposes,  provides  that  if  you  make 
over  $200,000  a  year  in  taxable  income, 
you  pay  28  percent  marginal  rate.  But 
if  you  are  a  single  individual  and  you 
make  over  $43,000,  your  excess  income 
is  taxed  at  a  33-percent  marginal  rate. 
This  is  the  first  time  that  I  know  of 
In  the  history  of  this  country  where 
the  people  who  earn  more  income  pay 
a  smaller  marginal  rate  on  their  top 
income.  This  is  called  the  bubble  in 
terms  of  the  vernacular  that  is  being 


used  by  the  committee.  It  is  clearly 
unfair.  It  is  clearly  inequitable.  And  I 
do  not  think  any  Americans  would  be- 
lieve that  it  meets  the  test  of  fairness. 

But  getting  back  to  the  people  who 
perhaps  have  some  of  the  greatest 
need  in  this  country,  the  elderly  blind, 
today  the  elderly  blind  individual  gets 
a  triple  exemption,  three  times  the 
regular  personal  exemption,  which  is 
roughly  going  to  be  about  $1,000  next 
year.  So  they  would  get  under  the  cur- 
rent law  a  personal  exemption  of 
roughly  $3,300.  But  under  the  new  tax 
reform  bill,  they  only  get  a  personal 
exemption  of  $1,900.  So  there  is  a  dra- 
matic difference  in  treatment. 

Admittedly,  if  you  have  a  standard 
deduction  and  you  do  not  itemize, 
then  there  is  a  provision  for  an  in- 
crease in  the  standard  deduction 
which  tends  to  offset  that.  But  if  you 
are  an  itemizer,  you  have  to  bear  the 
difference,  the  negative  difference,  be- 
tween $1,900  and  $3,300  in  1987. 

But  add  to  that  a  couple  of  other 
items  and  see  how  the  blind  elderly 
are  impacted. 

If  they  have  high  medical  expenses, 
which  is  not  at  all  uncharacteristic, 
then  the  deductibility  of  their  medical 
expenses  is  impacted  negatively  to  the 
extent  of  2 'A  percent  of  their  adjusted 
gross  income,  and  they  lose  the  deduc- 
tion of  a  significant  part  of  their  medi- 
cal expenses. 

Then  add  to  that  if  they  are  a 
renter,  all  of  the  econometric  projec- 
tions I  have  seen  for  this  bill  are  that 
rents  will  increase. 

I  talked  to  an  individual  today  who 
owns  rent  property  for  moderate- 
income  people,  and  he  said  already  as 
a  result  of  this  bill  he  is  going  to  have 
to  anticipate  the  increasing  of  his 
rentals  by  somewhere  around  15  or  20 
percent. 

So  this  elderly  person  that  may  be  in 
a  renting  mode  is  going  to  be  hit  in  a 
number  of  different  ways  that  are 
going  to  be  adverse  compared  to  the 
current  law. 

Mr.  FRENZEL.  I  yield  to  the  gentle- 
man from  Illinois  [Mr.  Crane]. 

Mr.  CRANE.  I  thank  the  gentleman 
for  yielding. 

Our  colleague  from  Texas,  I  think, 
has  raised  a  very  significant  point  on 
the  impact  on  rental  costs. 

Martin  Peldstein,  the  noted  econo- 
mist, pointed  out  that  the  new  tax  bill 
approximately  has  the  depreciation  al- 
lowances in  the  first  year. 

To  see  how  this  would  impact  on 
rental  property,  he  noted  there  will 
probably  be  somewhere  in  the  neigh- 
borhood of  at  least  a  10-  to  15-percent 
increase  in  rental  costs  because  of  the 
treatment  of  depreciation. 

Now  a  couple  of  questions  come  to 
mind.  Who  are  renters?  The  elderly 
that  have  sold  off  their  home  and 
tried  to  move  into  smaller  dwellings 
and  husband  their  resources  oh  re- 
duced income? 


The  other  typical  renters  tend  to  be 
those  people  at  the  beginning  of  their 
economic  career  who  are  not  yet  afflu- 
ent and  not  yet  in  a  position  to  be  able 
to  own  a  home.  These  people  are  going 
to  get  hit  not  only  with  that  increase, 
but  there  is  another  unfairness  in  the 
distinction  made  between  the  home- 
owner who  can  borrow  on  the  value  of 
his  home  based  upon  what  he  initially 
paid  for  it  and  deduct  that  consumer 
credit,  but  the  renter,  of  course,  is  not 
in  that  enviable  position.  As  a  result, 
we  are  discriminating  once  more 
against  middle-  and  lower-  middle- 
income  people. 

Martin  Peldstein  gave  an  example  of 
the  typical  taxpayer,  married  with  a 
median  income  of  about  $25,000  a 
year.  Under  the  new  bill,  this  taxpayer 
is  expected  to  save  about  $20  per 
month  in  taxes.  Such  a  typical  taxpay- 
er who  rents  pays  about  $500  per 
month  in  rent.  If  rents  rise  by  about 
10  to  15  percent,  as  they  probably  will 
with  the  new  depreciation  rules,  our 
typical  taxpayer  will  find  that  the  in- 
crease in  rents  will  swamp  the  meager 
reduction  in  taxes. 
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I  think  that  once  more,  while  there 
has  been  talk  about  trying  to  address 
the  concerns  and  interests  and  justifi- 
able apprehensions  of  middle-  and 
lower-income  people  that  here  is  one 
more  flagrant  example  of  how  the 
very  people  that  in  theory  we  were 
going  to  try  and  help  end  up  getting 
clobbered. 

Mr.  FRENZEL.  The  gentleman  is,  of 
course,  correct  and  Dr.  Feldstein  who 
was  formerly  chairman  of  the  Council 
of  Economic  Advisors  to  the  President 
did  indicate  that  the  typical  case  that 
he  looked  at  was  for  someone  who  got 
a  $10-a-month  tax  cut  and  a  $40-a- 
month  rental  increase.  That  can 
hardly  be  described  as  justice. 

I  yield  to  the  gentleman  from  Texas 
[Mr.  Archer]. 

Mr.  ARCHER.  I  was  just  going  to 
add  that  I  think  it  is  important  for  us 
to  recognize  that  although  on  average 
individuals  within  all  of  the  various 
income  brackets  are  alleged  to  receive 
a  tax  reduction,  for  those  who  are 
what  we  might  call  lower  and  middle 
income,  the  extent  of  that  would  be 
somewhere  between  $2  or  $4  or  $5  a 
week  maximum. 

What  that  does  not  tell  you  is  that 
within  each  income  tax  bracket  there 
are  going  to  be,  according  to  the  esti- 
mators now,  and  I  am  talking  about 
the  estimators  that  the  proponents  of 
this  legislation  rely  on,  25  percent  of 
the  middle-income  people  are  going  to 
have  tax  increases.  They  are  not  talk- 
ing about  that  a  lot,  but  it  is  in  here, 
and  when  those  individuals  who  get 
the  tax  increases  fill  out  their  tax  re- 
turns, they  are  going  to  be  very  sur- 
prised. 
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We  have  already  talked  about  some 
of  the  types  of  people  who  will  get  the 
increases.  The  elderly,  blind  itemizer 
will  get  a  tax  increase  under  this  bill. 
Are  those  really  the  kind  of  people 
that  in  the  name  of  fairness  and 
equity  that  we  want  to  increase  taxes 
on?  Particularly  if  they  have  extensive 
medical  expenses,  it  becomes  even 
more  exasperating. 

I  think  that  this  is  an  area  of  fair- 
ness that  the  Congress  should  address. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man. 

I  yield  to  the  gentleman  from  Wash- 
ington [Mr.  LowRY]. 

Mr.  LOWRY  of  Washington.  I  thank 
the  gentleman  for  yielding. 

Mr.  Speaker,  as  my  friend  from  Illi- 
nois was  talking,  I  wanted  to  hold  a 
newspaper  advertisement  that  I  took 
out  of  the  Washington  Post  yesterday 
on  the  question  of  fairness  between 
renters  and  homeowners.  This  newspa- 
per advertisement  by  one  of  the  finan- 
cial institutions  says:  "Don't  worry 
about  losing  your  interest  deduction 
on  car  loans  and  things  like  that  be- 
cause all  you  have  to  do  is  go  get  a 
second  mortgage  on  your  first  or 
second  residence." 

That  renter,  of  course,  caimot  do 
that.  On  top  of  that,  that  renter  that 
we  are  talking  about  on  the  younger 
end  of  the  age  scale,  especially  the 
person  that  has  to  finance  a  car  by 
which  to  drive  to  work.  I  would  like  to 
have  the  people  in  this  body  that  are 
so  interested  with  that  middle  income 
person  trying  to  work  themselves  up, 
to  tell  them  to  drive  their  second 
home  to  work,  because  under  this  tax 
bill  that  is  the  only  thing  they  could 
write  off. 

On  top  of  driving  rents  up,  that 
person  who  is  the  one  who  carmot  pay 
for  a  car  outright,  who  cannot  go  get 
second  mortgage  on  their  first  or 
second  home  by  which  to  still  be  able 
to  deduct  the  interest  has  now  lost  the 
interest  on  buying  the  car  let  alone 
the  other  things  they  have  to  do.  Ex- 
treme inequity. 

Mr.  FRENZEL.  I  yield  to  the  gentle- 
man from  Illinois  [Mr.  Crane]. 

Mr.  CRANE.  My  wife  and  I  were  De- 
pression babies  and  the  only  thing  we 
ever  bought  on  time  was  a  home.  The 
operating  rule  was  if  you  could  not 
afford  to  lay  cash  down  for  it,  you  did 
not  buy  it.  We  did  without  a  lot.  A  lot 
of  sacrifices  during  our  early  years  of 
marriage  especially. 

The  fact  of  the  matter  is  there  have 
been  significant  changes.  Now  this 
gets  personal  with  me  because  I  have  a 
daughter,  working  daughter,  very 
hard,  very  conscientious  worker,  who 
bought  a  new  car.  I  am  driving  a  10- 
year-old  vehicle  and  I  have  got  a 
young  daughter  in  her  twenties  driv- 
ing a  new  car.  But  she  anticipated  that 
she  would  have  the  deduction  for  the 
interest  payment  on  the  car  which,  of 
necessity,  she  must  buy  over  time. 


Under  the  provisions  of  this  bill,  my 
working  daughter,  whose  income  does 
not  begin  to  approximate  mine,  my 
working  daughter  is  going  to  lose  that 
interest  deduction.  There  have  to  be 
any  number  of  working  Americans, 
again,  the  people  who  tend  to  buy  on 
time,  especially  in  the  post  World  War 
II  era,  are  young  marrieds.  They 
cannot  afford  to  go  out  and  lay  the 
cash  down  for  the  refrigerator  or  the 
stove  or  the  automobile.  They  are 
people  who  are  buying  on  time  and 
apartment  dwellers. 


GENERAL  LEAVE 

Mr.  FRENZEL.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
subject  of  this  special  order. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Minnesota? 

There  was  no  objection. 


THE  TAX  REFORM  BILL 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  Texas  [Mr.  Archer]  is 
recognized  for  60  minutes. 

Mr.  ARCHER.  Mr.  Speaker,  before  I 
begin,  I  wish  to  yield  to  the  gentleman 
from  Minnesota  [Mr.  Frenzel]. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Speaker,  I  wanted  to  pick  up  on 
the  point  that  Mr.  Crane  ended  the 
last  hour  of  discussion  on.  It  comes 
under  the  general  heading  of  retroac- 
tivity. I  wanted  to  just  pick  out  a  few 
things  for  discussion  before  the  gentle- 
man begins  his  discussion. 

The  first  one,  of  course,  refers  to  re- 
tirement of  public  employees  where 
retirees  suddenly  found,  retroactively, 
that  their  contributions  to  the  pension 
program,  their  own  pension  program, 
which  are  after-tax  contributions,  are 
&oing  to  be  subject  to  taxes.  The  rule 
has  been  changed.  People  who  made 
life-long  plans  for  retirement  are  find- 
ing out  that  the  money  they  saved  for 
their  retirement  is  not  there  because 
of  a  retroactive  change. 

Now,  that  is  just  purely  mean  spirit- 
ed. That  is  money  grubbing.  We  did 
not  have  to  do  that.  Whenever  we 
change  people's  plans,  we  usually  let 
those  who  are  close  to  retirement  go 
out  under  the  old  system,  have  a  tran- 
sition class  below  that,  and  then  make 
the  new  rules  apply  later  to  those  who 
have  time  to  plan  for  them. 

We  did  not  do  it.  Mr.  Crane  has 
talked  about  retroactivity  on  a  pur- 
chase for  which  interest  used  to  be  de- 
ductable.  I  find  that  a  number  of  my 
constituents  have  sold  their  homes 
and  houses  and  they  have  taken  a 
down  payment  on  those  homes  and 
paid  with  the  60-percent  deduction  we 
now  get  under  the  capital  gains  rate. 


As  soon  as  January  1  is  crossed, 
under  this  tax  bill,  all  of  those  sales, 
whatever  is  left  on  them,  are  going  to 
be  taxed  at  a  higher  rate  even  though 
the  sale  was  consummated,  the  con- 
tract was  completed  last  year,  year 
before  or  many  years  into  the  past. 

I  have  already  talked  about  ITC  ret- 
roactivity back  to  the  first  of  this  year 
which  to  me  is  unfair.  It  is  unfair  to 
cancel  preferences  before  you  cut 
rates.  That  retroactivity  is  unjustified. 
I  would  like  to  suggest  that  there  is  a 
final  issue  of  retroactivity.  There  are 
more  than  the  ones  I  have  cited,  they 
are  important,  and  that  is  the  person 
who  has  engaged  in  investment  for  so- 
called  passive  income  and  has  taken 
deductions.  The  typical  case  is  a  limit- 
ed partnership  on  some  kind  of  a  real 
estate  investment,  again,  typically  low- 
income  housing. 

For  this  individual,  the  deductions 
which  had  been  anticipated  under 
that  investment  are  not  going  to  be 
available  or  are  going  to  be  reduced 
and  phased  out.  The  net  result  of  this 
problem  is  going  to  be  that  people  who 
do  not  have  the  money  will  have  to 
pony  up  additional  funds  in  the  future 
and  they  will  undoubtedly  have  to 
borrow  them.  Their  borrowings  will 
not  be  deductible;  the  interest  on  their 
borrowings.  What,  of  course,  will 
happen  is  that  is  one  of  the  things 
that  will  cause  the  net  reduction  in 
rental  housing  stocks  and  cause  in- 
creases in  prices  of  housing  at  the 
same  time  we  are,  I  think,  unfairly 
treating  these  people. 

I  think  retroactivity  is  a  word  that 
we  have  only  begun  to  hear  with  re- 
spect to  this  tax  bill  and  the  Members 
of  this  House  are  going  to  be  talking 
about  it  with  respect  to  literally 
dozens  of  features  within  the  tax  bill. 

Mr.  ARCHER.  Will  the  gentleman 
agree  that  the  retroactivity  in  this  bill 
is  the  equivalent  of  the  government 
breaking  its  word  to  all  Americans, 
and  would  the  gentleman  further 
agree  that  keeping  one's  word  is  one  of 
the  hallmarks  on  which  this  country 
was  founded  and  that  we  teach  our 
children  as  they  grow  up?  Are  we  now 
setting  a  bad  precedent,  a  bad  example 
for  this  government  to  have  this  retro- 
activity and  break  its  word  to  the 
people  of  this  country? 

D  2140 

Mr.  FRENZEL.  I  think  that  is  true. 
No  American  has  an  ironclad  guaran- 
tee that  the  tax  law  wQl  not  ever 
change,  but  every  time,  at  least  since  I 
have  been  on  the  Conmiittee  on  Ways 
and  Means,  that  we  have  changed  the 
tax  laws,  we  have  given  people  a  little 
warning.  We  have  let  them  rearrange 
their  business,  phase  in  or  out  certain 
kinds  of  arrangements  that  they  had, 
and  this  is  the  first  time  that  I  can  re- 
member we  have  dropped  the  anvil 
right  on  their  heads  in  contravention 
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of  what  I  think  has  almost  the  sacred- 
ness  of  a  contract. 

Mr.  CRANE.  Will  the  gentleman 
yield  on  that? 

Mr.  FRENZEL.  I  am  happy  to  yield 
to  the  gentleman  from  Illinois  [Mr. 
Crane]. 

Mr.  CRANE.  I  could  not  agree  with 
the  gentleman  from  Texas  more.  I 
think  this  is  the  most  unconscionable 
aspect  of  what  we  are  considering 
doing. 

The  people  who  made  the  invest- 
ments in  the  case  of  the  passive  loan 
loss  provisions,  or  passive  loss  provi- 
sions, these  people  may  have  been 
taking  advantage,  and  many  said  they 
were,  of  a  loophole  in  the  Tax  Code. 
But  who  put  the  loophole  in  the  Code 
and  why  did  they  do  it?  The  Congress 
of  the  United  States  put  this  so-called 
loophole  in  the  Code  to  achieve  a 
social  objective,  namely,  to  promote 
the  construction  of  apartments  and 
office  buildings  and  the  like. 

I  think  there  is  a  good  case  that  can 
be  made  that  it  should  not  have  been 
in  there.  But  on  the  other  hand,  to 
those  people  who  entered  into  solemn 
contractual  commitments  that  go  over 
quite  a  number  of  years  and  who  now, 
because  of  the  retroactive  application 
of  the  change  in  the  Code  may  be 
facing  the  prospect  of  substantial 
losses  over  the  years  on  into  the 
future,  are  very  apt  to  just  walk  away 
from  those  investments. 

This  leads  to  another  dimension  of 
some  of  the  economic  consequences  of 
what  we  are  contemplating  that  could 
be  profound. 

If  they  walk  away  from  those  invest- 
ments, who  is  left  holding  the  bag:  the 
financial  institutions,  the  same  finan- 
cial institutional  that  are  losing,  if 
they  are  over  $500  million,  their  bad- 
debt  reserve  deduction,  with  the  ex- 
ception of  the  20  that  Mr.  Volcker 
rushed  to  rescue  by  giving  them  an  ex- 
emption because  they  are  in  oil  States 
and  he  was  contemplating  the  pros- 
pect of  20  fairly  sizable  banks  going 
belly-up  t)ecause  of  the  loss  of  that  de- 
duction and  apparently  some  of  our 
colleagues  conceded  that  so  they  said, 
yes,  we  will  make  the  exemption  here. 

Mr.  ARCHER.  If  the  gentleman  will 
yield  on  that,  I  cannot  see  where  that 
is  going  to  be  very  helpful  anyway  be- 
cause these  banks  are  already  in  a  loss 
position.  They  might  be  very  well 
better  off  to  recapture  their  loan  loss 
reserves  when  they  do  not  have  to  pay 
any  tax  on  them  while  they  are  in  a 
loss  position.  They  are  already  in  such 
bad  shape  that  the  so-called  troubled 
bank  provision  that  is  supposed  to 
help  the  troubled  banks  and  applies 
only  to  those  that  have  75  percent 
nonperforming  loans  already  is  not 
the  answer. 

Preventive  maintenance  is  the 
answer.  I  agree  with  the  gentleman 
and  I  would  like  for  him  to  continue. 


Mr.  CRANE.  The  concern  I  have  is 
that  bank-bashing  can  be  a  favorite 
pastime  of  a  lot  of  people.  I  know  that 
we  have  all  probably  at  one  time  or 
another  engaged  in  that,  sometimes 
deservedly,  as  far  bs  the  banks  are  con- 
cerned. 

On  the  other  hand,  we  had  the 
100th  bank  go  belly-up  this  year  on 
Monday  of  this  week.  They  are  pro- 
jecting more  bank  failures  this  year 
than  last  year,  and  last  year  set  a 
record  since  the  Great  Depression,  the 
bank  failures  of  the  Great  Depression. 

It  just  seems  to  me  that,  given  this 
current  climate,  this  is  a  very  fragile 
industry  and  the  potential  repercus- 
sions of  a  significant  failure  of  any 
number  of  these  institutions  boggles 
the  mind  in  terms  of  what  it  could  do 
psychologically  to  an  already  un- 
nerved public,  rather,  thinking  back  to 
what  happened  in  Ohio  with  the  sav- 
ings and  loans  institutions  that  were 
not  covered  under  FSLIC. 

The  Federal  Deposit  Insurance  Cor- 
poration has  raised  the  number  of 
banks  on  its  troubled  list  this  year, 
since  January,  from  1,150  to  over  1,400 
banks.  Every  major  bank  in  this  coun- 
try is  on  that  troubled  list.  It  is  equal- 
ly important,  I  think,  for  Members  to 
keep  in  mind  that  FDIC  does  not  have 
the  reserves  to  cover  more  than  one 
Continental  Bank  of  Chicago  failure. 

It  is  a  very  delicate  situation  and, 
once  more,  it  is  one  where  I  think  in 
the  rush  to  achieve  so-called  tax 
reform,  we  were  not  circumspect 
where  we  should  have  proceeded  with 
the  utmost  kind  of  caution  and  if  we 
were  going  to  change  these  kinds  of 
ground  rules,  at  least  absolutely  guar- 
antee that  we  would  honor  all  existing 
contracts  and  any  of  these  changes, 
looking  down  the  road,  would  be  pro- 
spective. 

You  can  say,  come  January  1,  1987, 
these  deals  are  off;  you  cannot  get  into 
these  kinds  of  investments.  Come  Jan- 
uary I,  1987,  maybe  you  will  want  to 
change  the  rules  with  regard  to  the 
large  banks,  but  we  could  be  creating 
the  foundation  of  something  more 
horrifying  than  anybody  in  this 
Chamber  or  any  of  the  American 
people  realize. 

That,  to  me,  is  another  one  of  the 
profound  areas  of  concern  in  this  bill 
and  I  thank  the  gentleman  for  yield- 
ing. 

Mr.  ARCHER.  The  gentleman  has 
made  some  excellent  points,  and  to 
continue  with  the  concept  of  fairness 
that  the  gentleman  from  Minnesota 
[Mr.  Frenzel]  has  introduced  into  this 
discussion,  to  talk  about  some  of  the 
things  that  are  unfair,  to  my  knowl- 
edge, for  the  first  time  in  the  history 
of  our  Tax  Code,  we  will  be  seeing  the 
taxing  of  true  economic  losses  recog- 
nized as  economic  losses,  but  complete- 
ly again,  captivated  by  the  concept 
that  irrespective  of  what  your  situa- 
tion is,  you  have  got  to  pay  taxes. 


A  corporation  that  loses  money  in 
one  year  and  makes  exactly  the  same 
amount  of  money  in  the  next  year 
should  be  awash.  The  Government 
should  not  take  from  what  is  a  neutral 
profit  situation,  but  under  this  bill,  for 
the  first  time,  the  economic  losses  of 
the  first  year  will  be  taxed;  at  least  10 
percent  of  them  will  be  taxed. 

There  is  a  provision  for  double  tax- 
ation of  foreign  earnings.  The  gentle- 
man from  Minnesota  has  spent  a  great 
deal  of  his  time  in  attempting  to  find 
ways  to  make  this  country  more  com- 
petitive in  the  world  marketplace  and 
to  open  up  trade  opportunities  so  that 
we  could  export  and  create  jobs. 

Our  corporations  that  have  to  be  out 
there  on  the  firing  line  and  compete 
against  foreign  corporations,  that  pay 
no  tax  whatsoever  on  their  foreign- 
source  income,  are  now  put  at  a  great- 
er disadvantage  because  a  part  of  their 
earnings  overseas  will  be  double  taxed 
for  the  first  time  under  the  minimum 
tax  and  they  will  not  get  credit  for 
their  foreign  tax  credits  in  full. 

So  when  they  pay  tax  to  the  Gov- 
ernment overseas  in  which  they  oper- 
ate, they  will  have  to  pay  a  tax  again 
on  the  same  income  back  in  the 
United  States.  It  will  be  a  very,  very 
large  deterrent  against  our  capability 
to  compete  with  our  foreign  competi- 
tors, which  is  the  name  of  the  game  in 
the  world  today. 

There  is  an  area  that  I  think  needs 
to  be  understood. 

What  is  going  to  be  the  impact  on 
the  cost  of  local  government?  Our 
local  governments  issue  bonds  which 
in  the  past  have  produced  interest 
which  is  tax  exempt,  and  as  a  result, 
they  get  a  lower  interest  rate.  It  re- 
duces the  cost  of  each  of  us  as  individ- 
ual citizens  when  a  new  school  build- 
ing has  to  be  built  or  a  new  city  hall  or 
any  other  type  of  construction  that  is 
part  of  our  local  municipality. 

This  bill,  for  the  first  time,  provides 
the  taxation,  at  least  in  part,  of  the  in- 
terest on  what  are  called  tax-exempt 
bonds,  and  it  does  it  in  a  number  of 
ways.  Financial  institutions  today  held 
50  percent  of  the  municipal  bonds  that 
have  been  issued.  This  bill  is  going  to 
tend  to  drive  banks  out  of  buying  mu- 
nicipal bonds.  There  will  be  a  smaller 
market  for  our  cities  and  our  school 
districts  to  market  their  bonds  and  the 
interest  rates  will  go  up. 

We  as  individual  taxpayers  will 
wonder  why  our  mayor  is  saying,  I  am 
sorry,  but  we  have  got  to  increase  your 
property  taxes,  or  we  have  got  to  in- 
crease your  local  sales  tax  or  increase 
your  local  income  taxes,  as  the  case 
may  be.  But  it  will  be  to  some  extent 
because  the  cost  of  construction  of 
projects  for  that  local  governmental 
unit  will  go  up  because  the  interest  on 
the  bonds  that  they  have  to  issue  will 
go  up. 
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This  is  an  unintended  result,  but 
necessarily  a  real  result  of  this  tax 
reform  bill. 

For  colleges  and  universities  and 
philanthropic  organizations  that 
depend  upon  large  comtributions  of 
appreciated  property,  this  bill,  for  the 
first  time,  will  make  those  contribu- 
tions subject  to  the  minimum  tax,  and 
will  be  a  deterrent  for  people  to  give 
property  badly  needed  by  our  colleges 
and  universities  that  are  having  a  very 
difficult  time  today. 

D  2150 

The  result  of  that  will  be,  of  course, 
less  money  flowing  into  the  colleges 
and  universities  and  many  other  phil- 
anthropic organizations,  charitable  or- 
ganizations. It  will  mean  they  will  not 
be  able  to  do  their  job  as  well.  It  will 
mean  pressure  for  increased  tuition  to 
students  in  private  colleges. 

Mr.  FRENZEL.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ARCHER.  I  am  happy  to  yield 
to  the  gentleman  from  Minnesota. 

Mr.  FRENZEL.  Mr.  Speaker,  I  would 
like  to  comment  on  that.  The  Head  of 
the  American  Council  on  Education 
called  this  bill  the  greatest  catastro- 
phe for  higher  education  in  25  years. 
One  of  the  reasons  he  did  so  was  be- 
cause of  the  fact  the  gentleman  men- 
tioned, that  is,  if  one  gives  a  farm  or  a 
business  or  shares  of  stock  to  a  char- 
ity, most  likely  an  educational  institu- 
tion, the  amount  of  appreciated  value 
of  that  asset  immediately  goes  into 
the  minimum  tax  and  is  charged 
against  the  contributor.  The  contribu- 
tor probably  does  not  contribute,  lack- 
ing the  incentive  of  the  tax  deduction. 

The  universities  of  the  United  States 
computed  that  they  were  more  likely 
to  lose  in  the  next  couple  years  about 
$800  million  of  contributions  to  their 
enterprises,  which  I  think  if  not  the 
most  important,  is  one  of  the  most  im- 
portant functions  of  our  society.  It 
would  have  cost  the  taxpayers  or  the 
Treasury  $300  million  in  reduced 
taxes,  but  it  does  seem  to  me  that  that 
was  money  well  spent.  It  was  seed 
money  drawing  in  other  private 
money. 

I  would  like  to  go  forward  a  little  bit. 
I  am  not  going  to  talk  about  the  fact 
that  we  knocked  out  the  charitable  de- 
duction for  nonitemizers.  We  let  rich 
people  take  charitable  deductions.  We 
do  not  let  poor  people,  because  we  are 
talking  about  education,  but  I  would 
like  to  talk  about  the  scholarships 
that  schools  and  universities  give  to 
their  incipient  professor  candidates 
for  additional  degrees  who  will  now  be 
paying  taxes  on  part  of  the  stipend 
that  they  receive,  previously  not  being 
able  to  do  it. 

I  would  also  like  to  comment  on  the 
inability  of  the  universities  to  float 
bonds  because  of  the  limitations  im- 
posed in  this  bill. 


Yes.  the  501-3(c)'s  are  allowed  to 
issue  bonds,  but  with  the  limits  im- 
posed State  by  State  and  by  education- 
al institutions,  they  are  not  going  to 
be  able  to  do  it. 

You  put  all  those  things  together 
and  not  only  have  you  killed— not 
killed,  but  maimed  the  American  tradi- 
tion for  charitable  contributions,  you 
have  given  higher  education  a  blow 
from  which  it  will  take  years  to  recov- 
er. 

I  thank  the  gentleman. 

Mr.  ARCHER.  Mr.  Speaker,  does  the 
gentleman  agree  also  that  it  will  make 
it  even  more  difficult  for  private 
higher  education  to  compete  with 
public  higher  education? 

Mr.  FRENZEL.  Well,  I  do,  in  many 
ways.  The  privates  have  competed 
mainly  by  getting  gifts  from  generous 
alumni  or  admirers  who  have  made 
the  same  kind  of  contribution  that  the 
taxpayers  make  to  the  land  grant  col- 
leges. They  have  been  able  to  keep  up. 
They  have  also  been  able  to  issue  dor- 
mitory bonds,  for  instance,  to  keep  up 
with  the  growth  of  their  school,  which 
I  think  will  now  be  much  more  diffi- 
cult for  them. 

I  believe  the  privates  are  taking  a 
kick  in  the  head,  but  so  are  the  land 
grant  colleges  and  the  public  institu- 
tions through  some  of  these  other  de- 
vices. 

Mr.  ARCHER.  Would  the  gentleman 
like  to  comment  on  the  impact  of  this 
new  tax  revision  bill  on  the  ability  of 
students  to  deduct  the  interest  on  the 
loans  that  they  use  to  go  to  college? 

Mr.  FRENZEL.  Yes.  I  did  not  men- 
tion two  other  big  problems.  One  even 
comes  before  they  deduct,  and  that  is 
getting  the  student  loan.  Most  States 
issue  student  loan  bonds.  Those  are 
also  reduced  by  the  limitations  in  this 
bill  so  that  my  State,  for  instance,  will 
not  be  able  to  issue  the  student  loan 
bonds  it  wants  to  issue. 

Now,  if  the  student  does  as  the  gen- 
tleman suggests,  borrows  money  for 
higher  education,  or  the  family  does, 
the  interest  on  that  kind  of  borrowing, 
which  again  I  give  about  a  No.  1  priori- 
ty to  in  our  Society  for  that  kind  of 
borrowing,  the  interest  is  not  deducti- 
ble. In  my  judgment,  that  is  a  serious 
mistake.  If  we  believe  in  America  and 
we  believe  in  the  ability  of  people  to 
improve  themselves,  to  go  out  and 
work  for  their  education,  borrow 
money  to  get  it  and  then  we  kick  them 
in  the  head  by  giving  them  no  deduct- 
ibility, we  have  made  a  serious  policy 
error. 

Mr.  ARCHER.  Mr.  Speaker.  I  thank 
the  gentleman  for  that  input. 

I  would  add  also  that  as  I  under- 
stand the  bill,  and  interestingly 
enough,  we  have  not  seen  a  copy  of  it 
even  now  as  we  speak,  it  is  not  in  writ- 
ing. We  understand  it  will  be  1,500  to 
2,000  pages  of  additional  legislative 
code  to  add  to  the  13.000  pages  that 
are  currently  on  the  books;  but  if  I  un- 


derstand correctly  what  is  intended  by 
the  proponents  of  the  bill,  it  will  pro- 
vide that  scholarships  will  be  partially 
taxed  to  all  students,  so  that  if  a  stu- 
dent gets  a  scholarship  beyond  tuition, 
a  scholarship  that  includes  room  and 
board,  the  value  of  the  room  and 
board  will  for  the  first  time  be  taxed. 

Does  the  gentleman  understand  that 
to  be  the  case? 

Mr.  FRENZEL.  That  is  imputed 
income  to  the  student  and  he  or  she 
has  the  great  privilege  of  paying  taxes 
for  that  amount. 

Mr.  LOWRY  of  Washington.  Mr. 
Speaker,  will  the  gentleman  yield? 

Mr.  ARCHER.  I  yield  to  the  gentle- 
man from  Washington  [Mr.  Lowry]. 

Mr.  LOWRY  of  Washington.  Mr. 
Speaker.  I  thank  the  gentleman  for 
yielding  and  I  thank  the  gentleman 
from  Texas  for  his  insight  and  leader- 
ship on  this  issue. 

I  should  mention  education.  I  rise  to 
address  that  and  what  the  extreme  in- 
equity in  this  bill  will  do  to  education 
in  my  State  of  Washington  and  will 
also  be  true  of  education  in  other 
States. 

When  we  found  out  after  two  gentle- 
men sat  down  by  themselves  after  we 
had  recessed  for  the  Labor  Day  break 
and  found  out  they  had  totally  elimi- 
nated the  deductibility  from  the  Fed- 
eral income  tax  of  sales  tax,  that 
brought  a  terrible  inequity  and  terri- 
ble pressure  upon  the  services  to  be 
delivered  in  many  States  in  this  Union 
and  I  would  like  to  address  that  in  the 
State  of  Washington. 

In  the  State  of  Washington,  60  per- 
cent of  our  State  revenue  comes  from 
the  sales  tax.  This  is  because  we  have 
a  constitutional  prohibition  against  an 
income  tax.  The  elected  officials  in  the 
State  of  Washington  have  tried  twice 
in  the  last  15  years  to  amend  the  Con- 
stitution so  as  to  move  away  from  that 
heavy  reliance  upon  the  sales  tax.  We 
have  never  come  within  a  3-to-l  vote 
of  being  able  to  do  that;  the  point 
being  that  in  our  State  the  sales  tax  is 
going  to  continue  to  be  somewhere  in 
the  area  of  60  percent  of^all  the  reve- 
nue to  pay  for  services  in  the  State  of 
Washington  and  of  those  services,  of 
course,  education  is  the  highest 
amount  that  any  State  and  our  State 
appropriates.  It  is  again  about  60  per- 
cent, both  on  the  higher  education 
level  and  on  the  common  school  level. 

So  now  when  two  gentlemen  sat 
down  and  took  that  position,  they^ 
have  just  plain  put  a  tremendous  addi-' 
tional  pressure  upon  the  State  of 
Washington's  education  system  be- 
cause they  have  decreased  the  cost  of 
that  sales  tax  because  the  taxpayers  in 
the  State  of  Washington  can  no  longer 
deduct  it. 

Now,  the  position  of  the  House  of 
Representatives  when  it  left  here  was 
100-percent  deductible  of  all  State  and 
local  taxes,  as  all  three  gentlemen  on 
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this  floor  well  know.  The  position  of 
the  Senate  was  60-percent  deductible. 

Two  men  sat  down  and  knocked  that 
out  totally,  came  back  and  got  a  unan- 
imous-consent request  that  most  of  us 
did  not  know  about  to  waive  points  of 
order  about  the  fact  that  was  totally 
out  of  the  scope  of  the  conference,  so 
that  we  could  not  even  go  to  the  Rules 
Committee  to  bring  it  up. 

So  now  the  children  in  the  State  of 
Washington  because  of  that  process 
are  going  to  have  their  education  cut 
because  the  deductibility  of  the  sales 
tax  is  being  taken  away  and  thereby 
the  cost  of  the  sales  tax  is  going  to  be 
greater,  and  as  we  face  those  same 
problems  that  all  States  around  the 
Nation  do,  that  is  going  to  mean  lower 
services  for  education. 

Now,  that  is  the  height  of  unfair- 
ness. It  is  unfair  in  discriminating  be- 
tween the  taxes  and  in  the  process  was 
extremely  unfair.  That  is  why  I  stood 
on  the  floor  of  the  house  the  other 
night  and  objected  to  the  request  of 
the  chairman  of  the  Ways  and  Means 
Committee  to  be  able  to  waive  the 
rules  and  file  the  report,  because  they 
wanted  to  shove  the  bill  through 
sooner.  By  being  able  to  flle  the 
report,  that  meant  the  bill  could  have 
been  up  today. 

I  find  it  very  interesting  that  since 
they  filed  the  report  last  Monday,  we 
still  cannot  find  out  what  is  in  the 
report  until  next  Monday. 

Now,  last  week  there  was  a  great 
hurry  to  be  able  to  get  unanimous  con- 
sent to  change  the  rules  to  file  the 
report  for  the  tax  bill  to  be  up  today, 
but  we  cannot  even  find  out  what  is  in 
that  tax  bill  until  next  Monday. 

Do  you  know  why?  Because  they  do 
not  want  anybody  to  see  what  is  in 
that  tax  bill.  We  are  going  to  get  it 
next  Monday  night  when  this  thing  is 
scheduled  for  Thursday. 

There  is  no  fairness  in  this  bill.  The 
process  of  bringing  this  bill  to  the 
floor  has  been  extremely  unfair. 

Mr.  CRANE.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ARCHER.  I  am  happy  to  yield 
to  the  gentleman  from  Illinois  [Mr. 
Crane]. 

Mr.  CRANE.  My  understanding  is 
that  they  will  make  the  midnight 
deadline  tonight  for  filing  the  bill. 

I  think  the  problem  really  was  one 
of  drafting  the  language.  The  perversi- 
ty of  the  action  taken  by  the  confer- 
ence was  that  when  that  vote  was 
taken  on  whether  to  report  the  legisla- 
tion out,  there  was  no  document.  It  is 
important,  I  think,  for  Americans  to 
realize  that  it  has  been  almost  a 
month  since  that  action  taken  by  the 
conference  reporting  favorably  on  this 
legislation  without  any  written  docu- 
ment before  it  and  we  still  not  have 
seen  a  written  document,  that  there 
were,  as  I  understand  it,  an  estimated 
$7  billion  worth  of  transition  rules  di- 
vided evenly  between  the  House  and 
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the  Senate.  The  Senator  from  Oregon 
was  able  to  try  to  accommodate  some 
of  his  colleagues  and  our  distinguished 
chairman  of  the  Ways  and  Means 
Committee  was  able  to  accommodate 
some  of  his  colleagues  here. 

I  think  we  should  all  very  carefully 
examine  when  we  have  a  written  docu- 
ment before  us  and  very  carefully  ex- 
amine some  of  the  things  that  went  in 
that  were  never  under  discussion,  that 
never  came  up  in  any  of  the  debates  in 
the  conference,  because  the  potential 
for  skilled  craftsmen  to  put  ingenious 
little  remedies  for  this  individual  or 
that  who  happened  to  get  his  foot  in 
the  door  and  get  his  special  dispensa- 
tion is  awesome  to  contemplate,  and 
that  is  what  we  should  all  make  sure 
we  understand  before  we  are  asked  to 
render  a  final  judgment  on  the  fin- 
ished product. 

Mr.  ARCHER.  The  gentleman  is  ab- 
solutely correct.  It  is  going  to  be  ex- 
tremely difficult  for  us  to  be  able  to 
understand  what  is  in  this  massive 
document  if  we  receive  it  only  24  to  48 
hours  before  we  are  asked  to  vote  on 
it. 

It  is  the  most  complex  revision  of 
the  Code  that  we  have  ever  had.  It  is 
going  to  be  extremely  difficult  to 
evaluate. 

There  are  some  who  say,  oh,  we  have 
discussed  all  these  things  a  thousand 
times  and  we  do  not  need  to  look  at  it 
anymore.  I  do  not  say  that  is  the  way 
we  should  go  into  this  type  of  a  proc- 
ess. 

Mr.  LOWRY  of  Washington.  Mr. 
Speaker,  will  the  gentleman  yield? 

Mr.  ARCHER.  I  am  happy  to  yield 
to  the  gentleman  from  Washington. 

Mr.  LOWRY  of  Washington.  I  think 
all  three  of  these  gentleman,  frankly, 
are  more  gentlemanly  than  I  am. 

I  think  it  even  goes  a  little  bit  fur- 
ther than  somebody  being  able  to  get 
their  foot  in  the  door.  I  have  observed 
the  process  with  transition  rules  going 
on  as  a  way  by  which  those  who  are 
trying  to  sell  the  bill  get  the  number 
of  votes  necessary  to  get  it  and  that  is 
specifically  what  has  been  going  on  for 
over  a  week. 

Policy  aside,  policy  and  unfairness 
aside,  policy  and  the  economy  and  the 
deficit  aside,  what  is  going  on  with  the 
transition  rules  is  that  they  are  being 
used  to  get  people  who  have  problems 
with  this  bill  to  decide  to  vote  for  it. 

Mr.  ARCHER.  Well,  this  is  an  area 
where  I  hope  we  have  enough  time  to 
evaluate  the  fairness  or  unfairness  in 
an  important  part  of  the  bill,  because 
it  is  patently  unfair  to  give  one  city  a 
retroactive  tax  exemption  on  its  bond 
issue  if  the  same  type  of  bond  issue 
that  is  being  issued  by  another  city  is 
not  given  the  very  same  treatment. 

We  have  already  seen  some  vestiges 
of  this  where  a  stadium  in  one  city,  a 
football  stadium,  was  given  special  tax 
treatment,  but  another  one  being 
planned  in  another  city  was  not  given 


the  same  tax  treatment.  That  is 
wrong.  It  is  not  the  American  system. 

I  suspect  that  when  we  see  these 
transition  rules  where  one  company 
operating  in  a  certain  way  is  given  spe- 
cial tax  treatment,  but  another  compa- 
ny operating  in  exactly  the  same  way 
is  not  accorded  the  same  treatment, 
that  it  will  certainly  not  smack  a  fair- 
ness, not  at  least  according  to  the  way 
this  gentleman  looks  at  things. 

Mr.  CRANE.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ARCHER.  I  am  happy  to  yield 
to  the  gentleman  from  Illinois. 

Mr.  CRANE.  I  could  not  agree  more. 
This  gets  very,  very  close  to  home. 

The  New  Republic  had  an  interest- 
ing article,  which  I  will  not  get  into, 
dealing  with  the  complex  ways  in 
which  these  dispensations  get  put  into 
the  Code.  Some  deep  point  into  our 
1,400-page  House  document,  like  page 
645,  there  was  a  reference  to  a  devi- 
ation from  contraction  of  these  tax- 
exempt  bonds  for  those  communities 
that  met  the  criteria  of  another;  139 
pages  back  in  the  bill,  and  you  turn 
there  and  you  have  got  yet  more  crite- 
ria as  to  what  communities  would  be 
eligible,  but  they  had  to  meet  the  cri- 
teria then  of  another  provision  of  the 
bill  200  pages  forward  and  you  jump 
up  there  and  there  is  some  esoteric 
reference  to  some  date  certain  of  some 
act  having  taken  place. 
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When  you  go  through  that  whole 
Sherlock  Holmes  process,  as  it  turns 
out,  there  is  only  one  community  that 
qualifies. 

I  could  not  agree  more  with  the  gen- 
tleman about  this  favoritism  to  those 
who  happen  to  get  there  first,  and 
whatever  tradeoffs  were  necessary, 
and  I  know  that  that  is  a  part  of  the 
political  process,  but  again,  talk  about 
unfairness.  This  was  not  generic  treat- 
ment for  all  businesses  that  qualify  in 
this  category  or  that,  which  would  be 
the  fair  approach.  It  is  just  those  that 
got  there  "fustest  with  the  mostest." 

I  would  like  to  make  one  other  ob- 
servation too.  My  understanding  is— 
and  I  made  reference  to  this  during 
the  debate  on  the  House  version  of  so- 
called  tax  reform  last  December— one 
paragraph  of  the  1984  Tax  Code  I 
have  been  told  has  already  produced 
126  pages  of  interpretation.  I  noted  at 
that  time  that  this  immense  Chamber 
will  not  be  able  to  accommodate  the 
volumes  of  interpretations  that  will  be 
made  over  the  next  25  years  of  this 
bill  if,  perish  the  thought,  it  becomes 
law.  That  is  something  else  that  I 
think  that  every  one  of  us  should  be 
concerned  about,  because,  as  the  gen- 
tleman in  the  well  noted  earlier,  our 
colleagues  are  going  to  have  a  very 
limited  number  of  hours.  There  is 
theoretically  the  possibility,  if  indeed 
the  conference  report  itself  is  1,000 
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pages,  which  is  almost  the  size  of  our 
tax  bill  that  came  out  of  the  House,  if 
it  is  1,000  pages,  there  is  a  good  chance 
that  this  may  be  a  4.000-page  legal 
document,  and  who  is  going  to  under- 
stand that,  and  who  in  fact  is  going  to 
stay  up  24  hours  a  day  for  2  or  3  days 
running  to  try  and  make  his  way 
painstakingly  through  that. 

In  fact,  the  process  of  writing  that 
document  was  not  done  by  the  Mem- 
bers of  Congress,  it  was  done  by  staff. 
I  am  sure  the  Joint  Committee  on 
Taxation,  probably  some  input  from 
Treasury.  Those  are  the  people  who 
then  end  up  interpreting  their  bill. 
That  is  something  that  all  Americans 
should  be  concerned  about,  too. 

Mr.  ARCHER.  One  thing  that  is  cer- 
tainly clear  about  this  bill  is  its  com- 
plexity, and  the  uncertainties  that  it 
creates,  which  are  not  subject  to  an- 
ticipation or  prognosis.  In  the  area  of 
complexity  it  is  absolutely  a  positive 
result  that  there  will  be  plenty  of  busi- 
ness for  tax  accountants  and  for  tax 
lawyers,  and  I  would  say  that  for  those 
who  are  in  that  profession,  they  can 
view  this  as  a  very  positive  document 
for  their  profession,  because  the  clien- 
tele throughout  America  is  going  to 
need  more  help  in  figuring  out  how  to 
handle  the  new  tax  changes  than  they 
have  needed  before. 

One  of  our  colleagues  on  the  Com- 
mittee on  Ways  and  Means,'  Andy 
Jacobs,  said  that  even  though  the  tax 
form  itself  may  not  appear  to  be  much 
more  complicated— and  I  am  not  sure 
that  that  is  true,  but  let  us  assume 
that  that  is  true— the  computations 
that  one  must  make  to  get  to  the  point 
of  determining  whether  they  have  to 
fill  in  a  return  or  how  they  are  going 
to  fill  it  in  are  such  that  by  the  time 
they  get  there,  it  is  Miller  time.  I 
think  that  there  is  a  lot  of  truth  in 
that.  Taxpayers  are  going  to  have  to 
face  this. 

Corporations  are  for  the  first  time 
going  to  have  to  keep  three  sets  of 
books.  Individuals  are  going  to  have  to 
go  through  computations  as  to  wheth- 
er they  do  or  do  not  fall  within  the 
minimum  tax  even  if  they  do  not  fall 
within  the  minimum  tax,  and  this  is 
going  to  be  extremely  complex.  The 
regulations  are  going  to  be  literally 
massive  coming  out  of  the  IRS.  I 
worry  about  these  things. 

I  would  like  to  also  add  that  there 
are  a  couple  of  parts  of  the  bill  that 
we  have  not  talked  about  that  I  think 
are  negatives  in  their  costs  that  have 
to  be  taken  into  consideration. 

One  is  that  the  property  and  casual- 
ty insurance  companies  will  be  taxed 
an  additional  $6  to  $8  billion.  Most  of 
these  companies  are  having  a  great 
deal  of  difficulty  making  a  profit 
today,  and  insurance  premiums  are 
going  up  enormously— so  much  so  that 
tort  reform  is  becoming  an  extremely 
important  issue  to  the  Congress,  and 


should  be  an  important  issue  to  the 
Congress. 

It  is  not  just  that  premiums  are 
going  up.  In  many  instances  the  insur- 
ance is  not  available  at  all.  At  this  very 
inappropriate  time  this  tax  reform  bill 
will  tax  the  insurance  companies  an 
additional  $6  to  $8  billion,  and  that 
must  be  passed  on  in  higher  premium 
costs  or  unavailability  of  insurance  to 
those  who  desperately  need  it. 

In  addition,  other  provisions  of  the 
bill  make  it  even  more  difficult  for  the 
hard-hit  professional  people,  the  doc- 
tors and  others,  to  get  coverage.  That 
is  going  to  be  the  result.  Mayt)e  we 
want  to  tax  these  offshore  companies, 
and  the  reform  bill  says  yes,  we  should 
add  a  significant  additional  bit  of  tax 
on  the  offshore  insurance  companies. 
But  in  doing  so  the  result  is  going  to 
be  less  availability  of  insurance  to 
people  who  desperately  need  it  in  this 
country. 

These  are  the  types  of  things  that  I 
think  that  the  public  needs  to  know 
when  they  face  difficulties  in  the  mar- 
ketplace. 

Mr.  CRANE.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ARCHER.  I  yield  to  the  gentle- 
man from  Illinois. 

Mr.  CRANE.  I  thank  the  gentleman 
for  yielding. 

Mr.  Speaker,  the  gentleman  from 
Texas  [Mr.  Archer]  certainly  under- 
stands better  than  most  of  us  the  hor- 
rible condition  of  the  gas  and  oil  in- 
dustry in  America  today.  I  think  that 
it  is  safe  to  describe  it  as  in  a  state  of 
depression.  We  have  gone,  as  I  under- 
stand it,  from  4,500  producing  wells  in 
the  summer  of  1981  to  653  in  July. 

Mr.  ARCHER.  Drilling  rigs. 

Mr.  CRANE.  We  choose  this  time  to 
come  in  with  anywhere  from  a  $4  to 
$10  billion  increased  tax  burden  on 
that  already  depressed  industry.  The 
timing  is  very  bad. 

The  same  is  true  with  agriculture.  I 
received  a  letter  just  today  from  the 
Illinois  Farm  Bureau,  and  they  said 
tax  reform  has  not  been  accomplished. 

The  tax  reform  conference  report  does 
not  appear  to  have  accomplished  fairness, 
growth,  and  simplicity.  The  conference 
report  has  complicated  tax  reform  far 
beyond  the  word  "simplicity."  Results  are 
very  uncertain,  and  we  may  be  buying  a  pig 
in  a  poke.  It  was  our  hope  to  see  across-the- 
board  tax  reform.  This  will  not  be  the  case. 
Farmers  will  be  faced  with  the  loss  of  cap- 
ital gains,  income  averaging,  and  investment 
credit  tax  provisions.  These  changes  are 
coming  at  a  time  when  farmers  can  ill 
afford  the  loss.  American  agriculture  will  be 
forced  into  even  more  of  a  dilemma.  H.R. 
3838  does  not  provide  the  right  answers  for 
tax  reform. 

Agriculture— I  come  from  a  State 
that  is  a  major  agricultural  State,  and 
I  can  attest  to  the  fact  that  even  with 
a  great  crop  yield  this  summer,  we 
know  that  the  overall  effect  of  that 
will  be  further  to  depress  the  price  of 
their  product,  and  we  certainly  are  fa- 


miliar with  the  plight  of  the  farmers 
down  in  the  Southeast,  and  we  choose 
this  time  to  come  in  and  beat  up  on 
the  farmers. 

In  addition  I  mentioned  the  plight 
of  the  banks  with  the  treatment  of  the 
passive  losses.  There  is  the  potential 
for  a  negative  impact  on  building  and 
construction  trades. 

The  other  point  that  I  would  make 
is  that  every  econometric  study  that  I 
have  seen— now  that  is  Chase  Econo- 
metrics, Wharton  Econometrics, 
Elvans,  Meyer  &  Associates  for  the 
chamber.  Data  Resources,  Inc.— every 
one  of  those  analyzing  the  House  and 
Senate  versions  reached  the  same  con- 
clusions on  four  points:  First,  the  cost 
of  capital  will  increase  quite  dramati- 
cally. 

Second,  it  will  have  a  depressing 
effect  on  the  growth  of  GNP. 

Third,  it  will  aggravate  unemploy- 
ment. 

And  the  final  point  is,  it  will  aggra- 
vate the  budget  deficit. 

Now  these  indeed  may  be  the  as- 
trologists  of  the  20th  century,  but  I 
would  argue  that  they  still  would  not 
be  in  business  if  they  did  not  have 
some  kind  of  reliability  in  making 
these  prognostications  into  the  future. 
They  certainly  have  the  capability  of 
factoring  more  considerations  into 
their  studies  than  I  can  factor  into  my 
head.  When  they  reach  the  same  con- 
clusions, even  though  maybe  some  of 
their  percentages  are  at  variance  with 
one  another,  that  should  be  cause  for 
pause  on  the  part  of  this  Congress 
before  it  contemplates  precipitous 
action  that  could  produce  thos^  horri- 
ble consequences. 

Mr.  ARCHER.  I  thank  the  gentle- 
man for  his  perceptive  comments. 

All  of  these  potential  negatives  come 
at  a  time  when  we  might  reasonably 
expect  that  we  are  nearing  the  end  of 
the  upside  of  a  normal  business  cycle 
in  any  event.  The  economy  is  fragile 
today,  and  to  me  it  is  not  worth  taking 
these  sorts  of  risks  as  were  outlined  by 
the  various  economists  that  the  gen- 
tleman mentioned. 

D  2215 

I  think  it  is  a  very  dangerous  thing. 
When  you  are  talking  about  agricul- 
ture, an  unseen  potential  cost  in  this 
bill  is  that  banks,  since  they  no  longer 
can  deduct  reserves  in  advance  for  tax 
purposes,  and  can  only  deduct  when 
they  charge  the  loans  off,  and  when 
they  foreclose,  will  be  more  inclined  to 
foreclose  earlier  on  troubled  farmers 
so  that  they  can  get  the  benefit  of  the 
tax  deduction.  I  think  that  pushes 
things  in  the  wrong  way. 

There  is  so  much  more  really  that 
we  have  not  covered,  and  we  have  gone 
now  for  almost  2  hours.  I  would  like  to 
reiterate  some  of  the  negatives  in 
simple  synopsis  form  before  I  close  on 
my  special  order. 
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One  of  them  has  already  been  very 
well  articulated  by  the  gentleman 
from  Minnesota  [Mr.  Frenzel]  when 
he  said  this  is  a  big  negative  on  our 
ability  to  compete  internationally. 
America  is  no  longer  an  island  unto 
itself.  We  interrelate  with  all  of  the 
rest  of  the  world,  both  socially  and 
economically.  It  is  extremely  impor- 
tant that  we  increase  our  capacity  to 
compete. 

The  strange  thing  about  this  bill  is 
that  the  businesses  in  America  that 
are  hit  the  hardest  by  foreign  competi- 
tion and  foreign  imports  are  the  ones 
that  are  the  most  adversely  affected 
by  this  tax  reform  bill. 

The  bill  has  a  potential  negative 
impact  on  private  savings,  private  pen- 
sions, IRA's,  capital  investment,  job 
creation,  productivity.  economic 
growth,  domestic  energy  production, 
nondeductibility  of  sales  taxes,  real 
estate  values,  trade  deficits,  competi- 
tion with  imports,  tax  penalties  on  the 
elderly  and  blind,  increased  rents,  and 
the  marriage  penalty,  among  many, 
many  others. 

I  say  it  is  time  to  pause  and  to  think 
and  to  go  back  to  the  drawing  boards. 
I  continue  to  be  a  proponent  of  broad 
based  tax  reform,  reform  that  truly  is 
fair,  that  can  induce  growth,  that  can 
create  simplicity.  The  American 
people  want  the  Code  to  be  simpler. 
They  do  not  want  it  to  be  made  more 
complex.  They  do  not  want  the  judi- 
cial system  to  he  clogged  by  further 
cases  of  litigation.  They  do  not  want 
to  have  to  go  out  and  spend  more  in 
the  private  sector  to  get  their  returns 
done  and  find  ways  to  understand  and 
cope  with  the  complexities  of  this  new 
law. 

One  thing  is  certain.  The  flaws  in 
this  bill,  although  it  is  historic,  it  is 
primarily  historic  in  scope,  and  the 
flaws  in  this  bill  will  most  certainly 
generate  the  need  for  a  tax  repair  bill 
in  the  next  Congress. 

Mr.  CRANE.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ARCHER.  I  am  happy  to  yield 
to  the  gentleman  from  Illinois. 

Mr.  CRANE.  Mr.  Speaker,  I  think 
the  gentleman  has  done  an  outstand- 
ing job  of  summarizing  what  are  the 
deficiencies.  One  of  the  concerns  I  had 
from  the  very  outset  of  this  whole 
debate  on  tax  reform  was  putting  too 
heavy  a  burden  on  the  Congress  of  the 
United  States  within  too  short  a  time- 
frame to  be  able  adequately  to  deal 
with  the  complex  problems  in  achiev- 
ing the  desired  goals  of  simplicity,  fair- 
ness, and  growth  that  the  gentleman 
from  Texas  embraces,  as  does  my  col- 
league from  Minnesota  and  our  col- 
league from  Washington. 

When  we  get  here  and  criticize  the 
product  that  has  been  produced,  it  is 
important  for  everyone  to  know  that 
that  is  no  deviation  from  the  desired 
objectives.  The  criticisms  are  focused 
on  the  fact  that  unfortunately,  given 


the  time  constraints,  perhaps,  the 
pressures  that  we  were  under,  we  have 
not  achieved  the  objectives.  We  have 
fallen  short  of  the  mark  on  all  three 
of  those  fundamental  criteria. 

I  share  the  gentleman's  concern  for 
getting  back  to  the  drawing  board.  For 
those  who  say,  oh,  but  this  is  a  once  in 
a  lifetime  opportunity,  as  Senator 
Long,  who  had  a  distinguished  career 
in  the  other  body  for  so  many  years, 
and  is  departing  now,  but  probably  has 
forgotten  more  tax  law  than  all  of  the 
rest  of  us  have  learned,  he  made  the 
observation  recently  that  this  bill  will, 
indeed,  create  the  kind  of  a  future 
that  the  gentleman  from  Texas  ad- 
dressed when  he  said  we  will  be  back 
to  the  drawing  boards  trying  to  effect 
remedies,  a  technical  correction  bill, 
and  then  we  will  be  dealing  with  unin- 
tended consequences.  The  Senator 
proposed  that  it  might  involve  5  years 
of  annual  work  just  trying  to  remedy 
the  mistakes. 

I  think  it  is  a  great  public  service 
that  the  gentleman  from  Texas  and 
the  gentleman  from  Minnesota  per- 
formed by  having  these  special  orders 
tonight.  I  would  hope  that  while  the 
chamber  does  not  reflect  necessarily 
the  level  of  concern  on  the  part  of  our 
colleagues,  I  would  hope  that  many  of 
them  may  be  watching  on  television  if 
there  are  questions  in  their  minds,  in 
their  own  offices,  and  finally,  and 
most  importantly,  probably  the  Ameri- 
can people  have  a  better  insight  as  to 
what  the  future  may  hold  if  we  sadly 
pass  out  the  bill,  H.R.  3838. 

Mr.  ARCHER.  I  thank  the  gentle- 
man from  Illinois  [Mr.  Crane]  for  his 
contribution. 

Mr.  FRENZEL.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ARCHER.  I  yield  to  the  gentle- 
man from  Minnesota. 

Mr.  FRENZEL.  Mr.  Speaker,  I  thank 
the  gentleman  for  yielding.  I  think 
that  we  are  all  winding  down  here,  al- 
though there  is  much  more  material 
that  I  would  like  to  go  over.  We  have 
not  really  gone  into  the  simplicity  part 
of  the  bill. 

But  I  remember  when  Secretary 
Baker  testified  a  year  ago,  June,  sug- 
gesting that  they  hoped  for  simplicity, 
but  it  was  only  going  to  lie  in  the  fact 
that  by  1990  they  might  get  a  nonre- 
turn filing  system  for  nonitemizers. 
But  he  said,  if  you  think  this  is  sim- 
plicity for  corporate  tax  filers,  dis- 
abuse yourself  of  that  notion,  because 
it  is  not. 

Since  then,  of  course,  we  could  not 
clean  out  all  of  the  tax  credits  that 
were  necessary  to  secure  a  no-return 
filing  system.  So  there  is  no  simplicity. 
There  is  a  good  deal  more  complexity. 

We  are  told  that  changing  2  rates 
for  14,  or  however  many  rates  are  in 
the  schedule,  was  a  great  act  of  simpli- 
fication. Actually,  there  is  an  infinite 
number  of  rates  in  the  new  schedule 
because  of  the  phaseout  of  two  of  the 


important  elements,  the  15-percent 
rate  and  the  personal  exemption.  It 
does  not  make  any  difference  whether 
there  are  2  rates  or  20  rates,  you  still 
have  to  go  into  the  table,  and  that  is 
how  you  find  your  tax. 

So  I  find  just  more  complexity  and 
no  simplicity. 

I  want  to  take  one  more  shot  at  fair- 
ness and  talk  here  about  the  burden 
rates  of  tax  cuts  through  the  income 
ranges.  Everybody  knows  the  big  tax 
cuts  are  at  the  bottom  end  of  the  tax 
range  where  many  people  are  relieved 
of  tax  burdens  completely.  On  the 
other  hand,  those  cuts  are  in  the 
range  of  a  couple  hundred  bucks  a 
year,  or  a  hundred  bucks  a  year,  be- 
cause those  people  never  had  very 
much  liability. 

As  you  get  higher  up  in  the  sched- 
ule, as  I  recall,  you  get  about  an  8-  or 
9-percent  cut  that  is  effective  by  1988. 
When  you  get  up  into  the  $20,000, 
$30,000,  $40,000,  but  by  the  time  you 
cross  $50,000  of  income  you  are  at  a  1- 
percent  cut,  which  obtains  through 
$100,000  of  income  and  beyond  that, 
you  have  another  larger  percentage 
tax  reduction. 

Everything  is  not  perfect  in  the 
world,  and  it  was  hard  to  get  a  uni- 
form reduction.  But  I  think  what 
bothers  me  is  that  the  people  of  the 
high  income  ranges  are  going  to  be 
able  to  adjust  their  habits  and  their  fi- 
nancial affairs  so  that  they  are  not 
going  to  be  contributors  to  the  tax 
system  as  much  as  the  framers  of  this 
bill  thought  they  were. 

For  instance,  everybody  knows  that 
the  hottest  selling  item  on  Wall  Street 
is  the  limited  partnership  that  has  ac- 
tually got  some  income  which  can  be 
used  to  set  off  the  passive  losses 
which,  if  they  were  not  nullified  by 
the  new  income  partnership,  would  be 
less  deductible  than  in  the  past  and  ul- 
timately phased  out.  Everybody  also 
knows  that  the  largest  class  of  individ- 
ual taxpayers  that  has  no  income  tax, 
the  richest  class,  are  those  people  who 
rely  wholly  on  income  from  tax 
exempt  bonds.  It  is  still  possible  for 
those  individuals  to  secure  all  of  their 
income  from  tax  exempt  bonds  and 
pay  no  taxes,  and  I  expect  to  see  quite 
a  shift  in  the  upper  income  ranges  in 
that  regard. 

D  2225 

The  net  of  it  is  going  to  be,  in  my 
judgment,  less  of  a  contribution  to  the 
tax  pot  from  the  higher  income 
people,  and  approximately  as  adver- 
tised by  the  lower  income  people;  so 
you  are  going  to  see  a  little  more  shift, 
a  little  decline  in  the  progressivity 
which  this  bill  claims  to  have. 

I  think  that  is  an  important  thing 
for  Members  to  consider.  We  really  are 
flattening  the  tax,  particularly  in  the 
very  high  ranges.  It  is  fair  to  say,  I 
think,   that   the   $38,000   single   filer 
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pays  at  the  same  marginal  rate  as  the 
person  who  earns  $1  million  a  year. 

I  am  not  insisting  on  a  highly  pro- 
gressive rate,  but  having  the  same  rate 
for  those  two  taxpayers  does  not  fit 
my  concept  of  the  American  dream. 

I  think  as  people  go  through  this 
bill,  they  are  going  to  be  disappointed 
by  growth,  by  savings,  by  cost  of  cap- 
ital, by  increased  cost  for  low  income 
people,  by  fairness  and  complexity; 
and  I  do  not  think  that  there  is  a 
chance  at  the  moment  for  the  bill  to 
be  defeated;  and  yet  I  think  those  of 
us  who  carry  the  burden  of  the  knowl- 
edge of  what  this  bill  is  going  to  do  to 
our  economy  and  our  society  and  our 
taxpayers,  still  have  it  incumbent 
upon  ourselves  to  reveal  that  knowl- 
edge, to  let  people  know  what  this  bill 
is  really  going  to  do  to  the  country; 
and  even  though  our  voices  are  not 
heeded,  it  is  our  duty  to  tell  the  story. 

I  thank  the  gentleman  from  Texas 
[Mr.  Archer]  for  being  one  of  the  best 
narrators  of  the  evening. 

Mr.  ARCHER.  I  thank  the  gentle- 
man for  his  contribution. 

Mr.  Speaker,  the  gentleman  has 
piqued  my  interest  in  a  couple  of 
things  which  we  have  not  talked 
about.  Although  he  touched  upon  the 
fact  that  those  out  in  the  private 
sector  who  have  the  capability  to  do  so 
will  find  ways  around  a  complex  tax 
bill;  that  has  been  the  case  in  the  past, 
it  will  be  the  case  in  the  future. 

An  interesting  thing  is  happening 
right  now,  that  some  financial  institu- 
tions are  already  drawing  the  plans  to 
take  a  second  mortgage  on  an  individ- 
ual's home,  issue  them  a  special  Visa- 
type,  using  that  term,  or  American  Ex- 
press or  whatever  you  want  to  call  it,  a 
type  of  credit  card  which  be  a  revolv- 
ing credit  that  can  be  taken  for  the 
purpose  of  shopping  for  clothes  or  any 
other  consumer  item  that  you  want; 
and  as  long  as  that  home  stands  as  se- 
curity for  this  new  credit  card,  the  in- 
terest will  be  deductible. 

So  this  is  one  of  the  things  that  is  al- 
ready on  the  drawing  boards  that  will 
defeat  the  revenue  estimates  that  are 
planned  for  this  bill;  and  there  are 
many,  many  others  that  we  are  going 
to  see  as  time  goes  on. 

The  sad  thing  about  it  is  that  only 
the  homeowner  will  get  the  benefit  of 
this,  and  that  is  inequitable.  So  there 
is  much,  much  more  that  we  could 
talk  about.  The  sad  thing  is  that  it  is 
very  easy  to  talk  about  the  good  in 
this  bill;  and  there  is,  as  you  have 
mentioned,  a  lot  of  good  in  this  bill, 
and  I  agree  with  that.  It  takes  5  or  10 
minutes  to  articulate  the  good. 

To  talk  about  the  cost  of  the  good, 
because  there  is  no  such  thing  as  a 
free  lunch.  If  we  are  going  to  reduce 
the  marginal  rates,  somebody  has  got 
to  pay,  and  if  we  think  we  are  going  to 
do  it  through  the  corporations  and 
nobody  pays  for  it,  you  are  going  to  be 
hiddenly  taxed  in  the  price  of  the 


products  that  the  corporations 
produce,  as  a  consumer  tax. 

Someone  is  going  to  pay  in  some  way 
or  another:  The  individual  who  loses 
his  or  her  job  because  their  employer 
can  no  longer  compete.  That  individ- 
ual that  loses  a  401(k)  plan  or  a  retire- 
ment plan  because  of  the  negative 
impact  that  is  in  this  bill;  that  is  part 
of  the  cost,  and  so  it  goes  on  and  on 
and  on. 

It  is  very  difficult  to  lay  all  this  out, 
and  I  only  hope  that  through  the 
media  and  through  television,  and 
hopefully  with  a  span  of  attention 
that  is  longer  than  is  normal  in  this 
country,  that  the  American  people  will 
evaluate  the  good  and  the  bad  in  this 
bill,  because  I  believe  that  the  risk  of 
loss  is  much  greater  than  the  chance 
of  gain. 

Mr.  Speaker,  I  yield  back  the  bal- 
ance of  my  time. 

LEAVE  OF  ABSENCE 

By  unanimous  consent,  leave  of  ab- 
sence was  granted  to: 

Mr.  Ireland  (at  the  request  of  Mr. 
Michel),  for  today  and  the  balance  of 
the  week,  on  account  of  illness  in  the 
family. 


SPECIAL  ORDERS  GRANTED 

By  unanimous  consent,  permission 
to  address  the  House,  following  the 
legislative  program  and  any  special 
orders  heretofore  entered,  was  granted 
to: 

(The  following  Members  (at  the  re- 
quest of  Mr.  Hansen)  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material: ) 

Mrs.  RouKEMA,  for  60  minutes,  on 
September  24. 

Mr.  Burton  of  Indiana,  for  60  min- 
utes, today. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Rowland  of  Georgia)  to 
revise  and  extend  their  remarks  and 
include  extraneous  material: ) 

Mr.  Annunzio,  for  5  minutes,  today. 

Mr.  Gonzalez,  for  60  minutes,  on 
September  19. 

Mr.  HoYER,  for  60  minutes,  on  Sep- 
tember 19. 


EXTENSION  OF  REMARKS 

By  unanimous  consent,  permission 
to  revise  and  extend  remarks  was 
granted  to: 

Mr.  Ray,  prior  to  the  vote,  on  House 
Joint  Resolution  732. 

Mrs.  RouKEMA,  on  H.R.  1426,  in  the 
Committee  of  the  Whole  today. 

Mr.  Carper,  on  House  Joint  Resolu- 
tion 611,  in  the  House  today. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Hansen)  and  to  include 
extraneous  matter:) 

Mr.  Tauke. 

Mr.  Henry. 

Mr.  COURTER.  • 

Mr.  Clinger. 


Mr.  Blaz. 

Mr.  Crane  in  two  instances. 

Mr.  Saxton. 

Mr.  Livingston. 

Mr.  Green. 

Mr.  Petri. 

Mr.  Dannemeyer. 

Ms.  Snowe. 

Mr.  Oilman. 

Mrs.  Martin  of  Illinois. 

Mr.  McDade. 

Mr.  McCain. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Rowland  of  Georgia)  and 
to  include  extraneous  matter:) 

Mr.  Mavroules. 

Mr.  Plorio. 

Mr.  RoDiNO  in  two  instances. 

Mr.  Roybal. 

Mr.  Downey  of  New  York. 

Mr.  Flippo. 

Mr.  Levine  of  California. 

Mr.  ViSCLOSKY. 

Mr.  Carper. 

Ms.  Kaptur. 

Mr.  Fascell. 

Mr.  Yatron. 

Mr.  EcKART  of  Ohio  in  two  instances. 

Mr.  HoYER. 

Mr.  Edwards  of  California. 

Mr.  ToRRiCELLi  in  two  instances. 

Mr.  Traxler. 

Mr.  Garcia  in  three  instances. 

Ms.  Oakar. 

Mr.  Stallings. 

Mr.  Hertel  of  Michigan. 

Mr.  Applegate. 

Mr.  KOSTMAYER. 
Mr.  ACKERMAN. 


ENROLLED  BILLS  SIGNED 

Mr.  ANNUNZIO,  from  the  Commit- 
tee on  House  Administration,  reported 
that  that  committee  had  examined 
and  found  truly  enrolled  bills  of  the 
House  of  the  following  titles,  which 
were  thereupon  signed  by  the  Speaker: 

H.R.  3002.  An  act  to  provide  for  the  estab- 
lishment of  an  experimental  progrtun  relat- 
ing to  the  acceptance  of  voluntary  services 
from  participants  in  an  executive  exchange 
program  of  the  Government,  and 

H.R.  4530.  An  act  to  amend  the  Depart- 
ment of  Defense  Authorization  Act.  1985,  to 
provide  that  members  of  the  Commission  on 
Merchant  Marine  and  Defense  shall  not  be 
considered  to  be  Federal  employees  for  cer- 
tain purposes,  to  extend  the  deadline  for  re- 
ports of  the  Commission,  and  to  extend  the 
availability  of  funds  appropriated  to  the 
Commission. 


SENATE  ENROLLED  BILL  SIGNED 

The  SPEAKER  announced  his  sig- 
nature to  an  enrolled  bill  of  the 
Senate  of  the  following  title: 

S.  2095.  An  act  to  reauthorize  the  Tribally 
Controlled  Community  College  Assistance 
Act  of  1978  and  the  Navajo  Community  Col- 
lege Act. 
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ADJOURNMENT 

Mr.  FRENZEL.  Mr.  Speaker.  I  move 
that  the  House  do  now  adjourn. 

The  motion  was  agreed  to;  accord- 
ingly (at  10  o'clock  and  30  minutes 
p.m.)  the  House  adjourned  until  to- 
morrow. Friday.  September  19,  1986. 
at  10  a.m. 


EXECUTIVE  COMMUNICATIONS. 
ETC. 

Under  clause  2  of  rule  XXIV.  execu- 
tive communications  were  taken  from 
the  Speaker's  table  and  referred  as  fol- 
lows: 

4223.  A  letter  from  the  Under  SecreUry  of 
State  for  Security  Assistance,  Science  and 
Technology,  transmitting  a  report  examin- 
ing U.S.  policies  concerning  the  export  of 
conventional  arms  and  possible  approaches 
to  developing  multilateral  limitations  on 
conventional  arms  sales,  pursuant  to  22 
U.S.C.  2751  nt.;  to  the  Committee  on  For- 
eign Affairs. 

4224.  A  letter  from  the  Assistant  Secre- 
tary of  State  for  Legislative  and  Intergov- 
ernmental Affairs,  transmitting  a  report  of 
political  contributions  by  Everett  E.  Bier- 
man,  of  Virginia,  Ambassador  Extraordinary 
and  Plenipotentiary-designate  to  Papua 
New  Guinea  and  Solomon  Islands,  and 
members  of  his  family,  pursuant  to  22 
U.S.C.  3944(b)(2):  to  the  Committee  on  For- 
eign Affairs. 

4225.  A  letter  from  the  Director.  Adminis- 
trative Office  of  the  United  States  Courts, 
transmitting,  a  draft  of  proposed  legislation 
to  authorize  additional  judicial  positions  for 
the  Courts  of  Appeals  and  District  Courts  of 
the  United  States:  to  the  Committee  on  the 
Judiciary. 

4226.  A  letter  from  the  Assistant  Secre- 
tary (Civil  Works),  Department  of  the 
Army,  transmitting  a  report  dated  July  12, 
1986,  from  the  Chief  of  Engineers,  Depart- 
ment of  the  Army,  on  Upper  Alameda  Creek 
Urban  Study.  CA,  together  with  other  perti- 
nent reports:  to  the  Committee  on  Public 
Works  and  Transportation. 

4227.  A  letter  from  the  Deputy  Adminis- 
trator, General  Services  Administration, 
transmitting  an  informational  copy  of  the 
lease  prospectus  for  the  Internal  Revenue 
Service  in  Austin,  TX,  pursuant  to  Public 
Law  86-249,  section  7(a)  (86  Stat.  217):  to 
the  Committee  on  Public  Works  and  Trans- 
portation. 

4228.  A  letter  from  the  National  Council 
on  Public  Works  Improvement,  transmitting 
the  first  of  three  reports  on  the  state  of  the 
Nation's  infrastructure,  pursuant  to  42 
US.C.  3121  nt.:  to  the  Committee  on  Public 
Works  and  Transportation. 

4229.  A  letter  from  the  Secretary  of 
Labor,  transmitting  the  second  report  on 
the  impact  of  the  Caribbean  Basin  Econom- 
ic Recovery  Act  on  U.S.  labor,  pursuant  to 
19  U.5.C.  2705  (Public  Law  98-67.  section 
216):  to  the  Committee  on  Ways  and  Means. 


REPORTS  OF  COMMITTEES  ON 
PUBUC  BILI^S  AND  RESOLU- 
TIONS 

Under  clause  2  of  rule  XIII.  reports 
of  committees  were  delivered  to  the 
Clerk  for  printing  and  reference  to  the 
proper  calendar,  as  follows: 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  4961.  A  bill 


to  amend  the  Independent  Safety  Board  Act 
of  1974  to  authorize  appropriations  for 
fiscal  years.  1987.  1988.  1989.  and  for  other 
purposes:  with  amendments  (Rept.  99-835. 
Pt.  1 ).  Ordered  to  be  printed. 

Mr.  GARCIA:  Committee  on  Post  Office 
and  Civil  Service.  Senate  Joint  Resolution 
159.  Joint  resolution  to  designate  the  rose  as 
the  national  floral  emblem  (Rept.  99-836). 
Referred  to  the  House  Calendar. 

Mr.  BONKER:  Committee  on  Foreign  Af- 
fairs. H.R.  5506.  A  bill  to  amend  the  Inter- 
national Claims  Settlement  Act  of  1949  to 
provide  that  the  value  of  claims  be  based  on 
the  fair  market  value  of  the  property  taken 
(Rept.  99-837).  Referred  to  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union. 

Mr.  MOAKLEY:  Committee  on  Rules. 
House  Resolution  552.  Resolution  providing 
for  the  consideration  of  H.R.  4300,  a  bill  to 
entitle  employees  to  parental  leave  in  cases 
involving  the  birth,  adoption,  or  serious 
health  condition  of  a  son  or  daughter  and 
temporary  medical  leave  in  cases  involving 
inability  to  work  because  of  a  serious  health 
condition,  with  adequate  protection  of  the 
employees'  employment  and  benefit  rights, 
and  to  establish  a  commission  to  study  ways 
of  providing  salary  replacement  for  employ- 
ees who  take  any  such  leave  (Rept.  99-838). 
Referred  to  the  House  Calendar. 

Mr.  HALL  of  Ohio:  Committee  on  Rules. 
House  Resolution  553.  Resolution  providing 
for  the  consideration  of  H.R.  5495,  a  bill  to 
authorize  appropriations  to  the  National 
Aeronautics  and  Space  Administration,  and 
for  other  purposes  (Rept.  99-839).  Referred 
to  the  House  Calendar. 

Mr.  PEPPER:  Committee  on  Rules.  House 
Resolution  554.  Resolution  providing  for  the 
consideration  of  H.R.  4154.  a  bill  to  amend 
the  Age  Discrimination  in  Employment  Act 
of  1967  to  remove  the  maximum  age  limita- 
tion applicable  to  employees  who  are  pro- 
tected under  such  Act,  and  for  other  pur- 
poses (Rept.  99-840).  Referred  to  the  House 
Calendar. 

Mr.  ROSTENKOWSKl:  Committee  of 
Conference.  Conference  report  on  H.R.  3838 
(Rept.  99-841).  Ordered  to  be  printed. 

Mr.  GARCIA:  Committee  on  Post  Office 
and  Civil  Service.  H.R.  4302.  A  bill  to  estab- 
lish a  commission  for  the  purpose  of  encour- 
aging and  providing  for  the  commemoration 
of  the  centennial  of  the  birth  of  President 
Dwight  David  Eisenhower:  with  an  amend- 
ment (Rept.  99-842).  Referred  to  the  Com- 
mittee of  the  Whole  House  on  the  State  of 
the  Union. 


I  Omitted  from  the  Record  of  September  17, 
1986J 

SUBSEQUENT  ACTION  ON  A  RE- 
PORTED BILL  SEQUENTIALLY 
REFERRED 

H.J.  Res.  626.  Under  clause  5  of  rule  X  the 
following  action  was  taken  by  the  Speaker: 
The  Committees  on  the  Judiciary  and 
Armed  Services  discharged.  Referral  to  the 
Committee  on  Merchant  Marine  and  Fisher- 
ies extended  for  a  period  ending  not  later 
than  September  19. 1986. 


PUBLIC  BILLS  AND 
RESOLUTIONS 

Under  clause  5  of  rule  X  and  clause 
4  of  rule  XXII.  public  bills  and  resolu- 
tions were  introduced  and  severally  re- 
ferred as  follows: 


By  Mr.  WAXMAN  (for  himself.  Mr. 
Madican.  Mr.  DiNGELL.  Mr.  Lent.  Mr. 
ScHEUER.  Mr.  LuKEN.  Mr.  WiRTH.  Mr. 
Florid.  Mr.  Markey.  Mr.  Walgren. 
Mr.  Leland.  Mr.  Shelby.  Mrs.  Col- 
lins,  Mr.   Synar,   Mr.   Wyden,   Mr. 
EcKART  of  Ohio,  Mr.  Dowdy  of  Mis- 
sissippi, Mr.  Richardson,  Mr.  Sikor- 
SKi,    Mr.    Bryant,    Mr.    Bates.   Mr. 
Tauke.  Mr.  Eckert  of  New  York, 
and  Mr.  LaFalce): 
H.R.   5546.  A  bill  to  amend  the  Public 
Health  Service  Act  to  establish  a  National 
Vaccine  Program  for  the  development  of 
new  vaccines  and  the  improvement  of  exist- 
ing vaccines  and  a  program  to  compensate 
the  victims  of  vaccine-related  injuries  and 
deaths,  and  for  other  purposes:  jointly,  to 
the  Committees  on  Energy  and  Commerce, 
and  Ways  and  Means. 

By  Mr.  ST  GERMAIN: 
H.R.  5547.  A  bill  to  provide  for  the  stabili- 
ty of  the  domestic  banking  and  thrift  sys- 
tems, to  improve  housing,  to  protect  the 
American  consumer  of  financial  services, 
and  for  other  purposes:  to  the  Committee 
on  Banking,  Finance  and  Urban  Affairs. 

By   Mr.   NEAL   (for   himself.   Mr.   St 
Germain,   Mr.    Levin   of   Michigan. 
Mr.  Nelson  of  Florida.  Mr.  Manton. 
Mr.  Wylie.  Mr.  Leach  of  Iowa,  and 
Mr.  Chandler): 
H.R.  5548.  A  bill  to  amend  the  Export- 
Import  Bank  Act  of  1945:  to  the  Committee 
on  Banking.  Finance  and  Urban  Affairs. 
By  Mr.  ENGLISH: 
H.R.  5549.  A  bill  to  require  the  Secretary 
of  Agriculture  to  pay  restitution  to  certain 
cattle  producers  for  losses  incurred  in  con- 
nection with   the  sale  of  cattle  during  a 
period  in  which  excessive  dairy  cattle  were 
slaughtered  under  the  whole-herd  buy-out 
program;  to  the  Committee  on  Agriculture. 
By    Mr.    FLIPPO    (for    himself.    Mr. 
Bevill.  Mr.  Nichols.  Mr.  Dickinson. 
Mr.  Shelby.  Mr.  Erdreich.  and  Mr. 
Callahan): 
H.R.  5550.  A  bill  for  the  relief  of  the  Ala- 
bama Space  Science  Exhibit  Commission,  to 
the  Committee  on  the  Judiciary. 
By  Mr.  FRANK: 
H.R.  5551.  A  bill  for  the  relief  of  certain 
manufactu  or  suppliers  that  provided 

asbestos  materials  and  products  to  the 
United  States;  to  the  Committee  on  the  Ju- 
diciary. 

By   Mr.    LEVINE   of   California   (for 
himself.  Mr.  Smith  of  New  Jersey. 
Mr.  Smith  of  Florida,  and  Mr.  Mor- 
rison of  Connecticut): 
H.R.  5552.  A  bill  tp  require  specific  con- 
gressional authorization  for  certain  sales, 
exports,  leases,  and  loans  of  defense  articles, 
and  for  other  purposes;  jointly,  to  the  Com- 
mittees on  Foreign  Affairs,  and  Rules. 

By  Ms.  SNOWE  (for  herself.  Mr. 
Biaggi.  and  Mr.  Conte): 
H.R.  5553.  A  bill  to  authorize  the  National 
Institute  on  Aging,  the  National  Institute  of 
Mental  Health,  and  the  National  Center  for 
Health  Services  Research  and  Health  Care 
Technology  Assessment  to  undertake  vari- 
ous programs  for  individuals  with  Alzhei- 
mer's disease  and  related  dementias:  to  the 
Committee  on  Energy  and  Commerce. 

By  Mr.  GARCIA  (for  himself.  Mr.  St 
Germain.  Ms.  Kaptur.  Mr.  Mitch- 
ell. Mr.  Neal.  Mr.  Hubbard.  Ms. 
Oakar,  Mr.  LuNDiNE.  Mr.  Barnard, 
Mr.  Schumer.  Mr.  Frank.  Mr. 
Lehman  of  California.  Mr.  Morrison 
of  Connecticut,  Mr.  Cooper,  Mr. 
Erdreich,  Mr.  Torres,  Mr.  Kanjor- 
SKi.  Mr.  Gordon.  Mr.  Manton.  Mr. 


Under  cIj 
sors  were  a 
olutions  as 

H.R.  1213: 
H.R.  1223: 
H.R.  2287: 
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PusTER,    Mr.    Hawkins,    Mr.    Wil- 
liams, Mr.  Martinez,  Mr.  Chandler, 
Mr.  HoYER.  and  Mr.  Green): 
H.R.  5554.  A  bill  to  transfer  the  Communi- 
ty   Development    Credit    Union    Revolving 
Loan  Fund  to  the  National  Credit  Union 
Administration  and  to  authorize  the  Nation- 
al Credit  Union  Administration  Board  to  ad- 
minister the   fund:   to   the  Committee  on 
Banking,  Finance  and  Urban  Affairs. 

By   Mr.   McDADE   (for   himself,   Mr. 
Seiberling,   Mr.   Young   of   Alaska, 
Mr.     Gaydos,     Mr.     Gekas,      Mr. 
Walker,  Mr.  Schulze,  Mr.  Coyne, 
Mr.    GoODLiNG,    Mr.    Shuster,    Mr. 
Foglietta.     Mr.     Kanjorski,     Mr. 
Edgar,  Mr.  Clinger,  Mr.  Ridge,  Mr. 
MuRTHA,  Mr.  Walgren.  Mr.  Kolter. 
Mr.     Ritter,    Mr.     Coughlin,    Mr. 
Murphy,  Mr.  Borski,  Mr.  Yatron, 
Mr.  KosTMAYER,  and  Mr.  Gray  of 
Pennsylvania): 
H.R.  5555.  A  bill  to  designate  certain  prop- 
erty located  in  Scranton,  PA,  as  the  Steam- 
town  National  Historic  Site;  to  the  Commit- 
tee on  Interior  and  Insular  Affairs. 
By  Mr.  TRAFICANT: 
H.R.  5556.  A  bill  to  amend  the  Controlled 
Substances  Act  to  impose  the  death  penalty 
or  life  imprisonment  for  violations  involving 
10  or  more  kilograms  of  certain  controlled 
substances;  jointly,  to  the  Committees  on 
Energy  and  Commerce  and  the  Judiciary. 

H.R.  5557.  A  bill  to  amend  the  Controlled 
Substances  Act  to  impose  the  death  penalty 
or  life  imprisonment  for  murder  in  the 
course  of  a  controlled  substances  related 
pattern  of  racketeering  activity  and  for 
murder  of  a  law  enforcement  officer  in  the 
course  of  a  controlled  substances  violation; 
jointly,  to  the  Committees  on  Energy  and 
Commerce  and  the  Judiciary. 
By  Mr.  WHITTEN: 
H.J.  Res.  732.  Joint  resolution  making 
urgent  supplemental  appropriations  for  the 
fiscal  year  ending  September  30,  1986,  for 
emergency  assistance  to  the  Government  of 
the  Philippines;  considered  and  passed. 


ADDITIONAL  SPONSORS 

Under  clause  4  of  rule  XXII,  spon- 
sors were  added  to  public  bills  and  res- 
olutions as  follows: 

H.R.  1213:  Mr.  Mica. 

H.R.  1223:  Mr.  Fascell. 

H.R.  2287:  Mr.  Staggers. 

H.R.  3513:  Mr.  Mavroules. 

H.R.  3654:  Mr.  Bustabiante  and  Mr. 
Kolbe.. 

H.R.  4142:  Mr.  Boucher,  Mr.  McKernan, 
Mr.  Taylor,  Mr.  Goodling,  Mr.  Jones  of 
North  Carolina.  Mr.  Gordon,  Mr.  Dornan  of 
California,  Mr.  Gallo,  Mr.  Stangelamd,  Mr. 
Stenholh.  and  Mr.  Neal. 

H.R.  4424:  Mr.  Martinez. 

H.R.  4460:  Mrs.  Bentley. 

H.R.  4564:  Mr.  Coleman  of  Texas. 

H.R.  4711:  Mr.  Clay  and  Mr.  Shaw. 

H.R.  4715:  Mr.  Callahan,  Mr.  Strang,  Mr. 
Bruce,  Mr.  Bonior  of  Michigan,  Mr.  Guar- 
iNi,  Mr.  McDade,  and  Mr.  Daniel. 

H.R.  4762:  Mr.  Smith  of  New  Jersey,  Mr. 
Gejdenson,  and  Mr.  Saxton. 

H.R.  4820:  Mr.  Levin  of  Michigan. 

H.R.  5100:  Mr.  Badham,  Mr.  Smith  of  New 
Hampshire,  Mr.  Cobey,  Mr.  Bennett,  and 
Mr.  Nelson  of  Florida. 

H.R.  5154:  Mr.  Hawkins  and  Mrs.  Long. 

H.R.  5196:  Mr.  Lagomarsino,  Mr.  Wort- 
ley,  Mr.  SuNiA.  Mr.  Purseix.  Mr.  Bryant, 
Mr.  Henry,  and  Mrs.  Johnson. 


H.R.  5225:  Mr.  Moorhead,  Mr.  Eckert  of 
New  York.  Mr.  Dannemeyer,  Mr.  Garcia. 
Mr.  McDade,  and  Mr.  Horton. 

H.R.  5274:  Mrs.  Lloyd. 

H.R.  5386:  Mr.  Stangeland  and  Mr.  Lipin- 

SKI. 

H.R.  5387:  Mr.  Stangeland.  Mr.  Lipinski, 
and  Mr.  Kindness. 

H.R.  5397:  Mr.  Fazio. 

H.R.  5402:  Mr.  Atkins.  Mrs.  Burton  of 
California,  and  Mr.  Towns. 

H.R.  5407:  Mr.  Bereuter. 

H.R.  5413:  Mr.  Jenkins.  Mr.  Darden,  Mr. 
Towns,  and  Mr.  Swift. 

H.R.  5497:  Mr.  Coats,  Mr.  Dingell,  Mr. 
DoRGAN  of  North  Dakota,  Mr.  Hughes,  Mr. 
Skeen,  and  Mr.  Stratton. 

H.R.  5500:  Mr.  Annunzio.  Mr.  Lipinski, 
Mr.  Donnelly,  Mr.  Hoyer.  Mr.  Schumer, 
Mrs.  Boxer.  Mr.  Downey  of  New  York,  and 
Ms.  Dakar. 

H.R.  5501:  Mr.  Feighan  and  Mr.  Perkins. 

H.R.  5541:  Mr.  Frank,  Mr.  Herman,  Mr. 
Hughes,  Mr.  Bryant,  Mr.  Pish,  Mr.  Kind- 
ness, Mr.  Brown  of  Colorado,  Mr.  Swin- 
dall,  Mr.  Coble,  and  Mr.  Shaw. 

H.J.  Res.  133:  Ms.  Dakar,  Mr.  Carper,  Mr 
McDade,  Mr.  Stallings,  Mr.  Smith  of  New 
Jersey,  Mr.  Dannemeyer,  Mr.  Mazzoli,  Mr, 
Lent,  Mr.  Brown  of  California,  Mr.  Dym 
ALLY,  Mrs.  Vucanovich,  Mr.  Goodling,  Mr 
Kemp,  Mr.  Flippo.  Mr.  Nichols,  Mr.  McCol 
lum,  Mr.  Kolbe,  Mr.  Wilson,  Mr.  Chapman 
Mr.  Boehlert,  Mr.  Biaggi,  Mr.  Bartlett 
Mr.  Denny  Smith,  Mr.  Scheuer,  Mr.  Rob 
erts,  Mr.  Stangeland,  Mr.  Mineta,  Mr 
Breaux.  Mr.  Livingston,  Mr.  Borski,  Mr. 
Jeffords,  Mr.  Lipinski,  and  Mr.  Boner  of 
Tennessee. 

H.J.  Res.  379:  Mr.  Jacobs. 

H.J.  Res.  524:  Mr.  Sikorski,  Mr.  Ober- 
STAR,  Mr.  Skeen,  Mr.  Frenzel.  Mr.  Sten- 
KOLM,  Mr.  Snyder,  Mr.  Owens,  Mr.  Lowery 
of  California,  Mr.  Towns,  Mr.  Evans  of 
Iowa,  Mr.  Badham,  Mr.  Markey,  Mr.  Rose, 
Mr.  Wolf,  and  Mr.  Parris. 

H.J.  Res.  586:  Mr.  Atkins,  and  Mr. 
Kramer. 

H.J.  Res.  588:  Mr.  Rudd,  Mr.  Towns.  Mrs. 
Byron,  Mr.  Walker,  Mr.  Fuqua,  and  Mr. 
Atkins. 

H.J.  Res.  648:  Mr.  Bustamante,  Mr.  KosT- 
mayer,  Mr.  Gejdenson,  Mr.  Weiss,  Mr. 
Gray  of  Pennsylvania,  Mr.  Atkins,  Mr. 
GuARiNi,  Mr.  Barnes,  Mrs.  Bentley,  Mr. 
AcKERMAN,  Mr.  Wise,  Mr.  Vento,  Mr.  Sei- 
berling, Mr.  Visclosky.  Mr.  Kildee.  Mr. 
Crockett.  Mr.  Mitchell,  and  Mr.  Levine  of 
California. 

H.J.  Res.  681:  Mr.  Sabo. 

H.J.  Res.  684:  Mr.  Conte,  Mr.  Frank.  Mr. 
Ireland,  and  Mr.  Smith  of  Iowa. 

H.J.  Res.  699:  Mr.  Young  of  Alaska.  Mr. 
Huckaby,  and  Mr.  Hansen. 

H.J.  Res.  708:  Mrs.  Bentley.  Mrs.  Lloyd. 
Mr.  Bliley,  Mr.  Rose.  Mr.  Towns.  Mr. 
Frost.  Mr.  Mack.  Mr.  Tauke.  Mr.  Leach  of 
Iowa.  Mr.  MacKay,  Mr.  Sisisky,  Mr.  Fren- 
zel, Mr.  Martinez,  Mr.  Oxley.  Mr.  Bou- 
cher, Mr.  FUQUA,  Mr.  Madigan,  Mr.  Lowry 
of  Washington,  Mr.  Denny  Smith,  Mr. 
Berman,  Mr.  Miller  of  Washington,  Mr. 
Clin,  Mr.  Daschle.  Mr.  Daniel,  Mr.  SwiN- 
dall,  Mr.  Kostmayer,  Mr.  Gregg,  Mr. 
Stump.  Mr.  Tauzin.  Mr.  Wolpe.  Mr.  Wolf. 
Mr.  Hughes,  Mr.  Bateman.  Mr.  Duncan.  Ms. 
Dakar,  Mr.  Fuster,  Mrs.  Holt,  Mr.  Lipin- 
ski, Mr.  McDade.  Mr.  Reid,  Mr.  Roe,  Mr. 
Hayes,  Mr.  Parris,  Mr.  Horton,  Mr.  Evans 
of  Illinois,  Mr.  Fazio,  Mr.  Levin  of  Michi- 
gan, Mr.  Wyden,  Mr.  Hutto.  Mr.  Fascell. 
Mrs.  Byron,  Mr.  Leland.  Mr.  Weaver.  Mrs. 
Boxer,  Mr.  Fields,  Mr.  Bedell,  Mr. 
MoNSON,  Mr.  Shaw.  Mr.  Foley.  Mr.  Chan- 


dler. Mr.  Kasich.  Mr.  Carper.  Ms.  Kaptur, 
Mr.  Hoyer.  and  Mr.  Henry. 

H.J.  Res.  728:  Mr.  Moody.  Mr.  Tallon.  Mr. 
Gejdenson.  Mr.  Scheuer.  Mr.  St  Germain. 
Mr.  Dymally.  Mr.  Evans  of  Illinois.  Mr. 
Owens.  Mr.  Rahall,  Mrs.  Kennelly.  Mr. 
Campbell.  Mr.  Feighan.  Ms.  Mikulski.  Mr. 
Morrison  of  Connecticut.  Mr.  Boehlert, 
and  Mr.  Perkins. 

H.J.  Res.  731:  Mr.  Barton  of  Texas. 

H.  Con.  Res.  129:  Mr.  Robinson,  Mr.  Per- 
kins, Mr.  Roth,  Mr.  Courter,  Mr.  Miller 
of  Washington,  Mr.  Hyde.  Mr.  Traficant, 
Mr.  Wylie,  Mr.  Smith  of  Iowa.  Mr.  Lun- 
GREN,  Mr.  Dorgan  of  North  Dakota.  Mr. 
QuiLLEN,  Mr.  Frenzel.  Mr.  Robert  F. 
Smith,  Mr.  Mavroules.  Mr.  Smith  of  New 
Jersey,  Mr.  Owens,  Mr.  Henry,  Ms.  Fiedler. 
Mr.  Barnard.  Mr.  Roybal.  Mrs.  Holt,  Mr. 
Shumway,  Mr.  Anderson.  Mr.  Bustamante. 
Mr.  Kramer.  Mr.  Hatcher,  Mr.  Mollohan. 
and  Mr.  Sharp. 

H.  Con.  Res.  332:  Mr.  Weber,  Mr.  Mack. 
and  Mr.  Rowland  of  Georgia. 

H.  Con.  Res.  359:  Mr.  Biaggi  and  Mrs. 
Meyers  of  Kansas. 


AMENDMENTS 

Under  clause  6  of  rule  XXIII.  pro- 
posed amendments  were  submitted  as 
follows: 

H.R. 2482 
By  Mr.  BEDELL: 
—Section  821(a)  of  the  text  of  H.R.  5440 
(the  Amendment  in  the  Nature  of  a  Substi- 
tute to  H.R.  2482).  is  amended  (page  138. 
lines  2  through  10)  to  read  as  follows: 

•SEC.  821.  LIABILITY  FOR  LAWFXL  APPLICATION. 

••(a)  Pesticide  Use  and  No  Private  Right  of 
Action— 

■•(1)  Liability  under  Federal  environmen- 
tal statutes  for  the  costs  of  response  or 
damage  incurred  with  respect  to  a  release  or 
threatended  release  into  the  environment  of 
a  pesticide  shall,  in  any  case  where  the  ap- 
plication was  in  compliance  with  label  in- 
structions and  other  applicable  law.  be  im- 
posed on  the  registrant  or  other  responsible 
parties,  not  the  agricultural  producer, 
unless  the  producer  has  acted  negligently, 
recklessly,  or  with  the  intent  to  misuse  such 
pesticide.  There  shall  be  a  rebuttable  pre- 
sumption that  the  application  was  in  com- 
pliance with  label  instructions  and  other- 
wise lawful.  For  purposes  of  the  preceding 
sentence,  the  terms  ■damages",  "response", 
"release",  and  "environment"  shall  have  the 
meanings  assigned  them  of  the  Comprehen- 
sive Envirorunental  Response,  Compensa- 
tion, and  Liability  Act  of  1980.  The  term 
"Federal  environmental  statutes"  means  the 
Comprehensive  Environmental  Response, 
Compensation,  and  Liability  Act  of  1980. 
the  Clean  Water  Act.  the  Resource  Conser- 
vation and  Recovery  Act.  the  Safe  Drinking 
Water  Act.  and  this  Act.  Neither  this  sec- 
tion nor  any  other  provision  of  this  Act 
shall  be  construed,  interpreted  or  applied  to 
preempt  or,  except  as  provided  above,  dis- 
place liability  under  other  Federal  or  Sute 
laws,  whether  statutory  or  common. 

(2)  Nothing  in  this  section  shall  be  con- 
strued as  conferring  a  private  right  of 
action  on  any  person  for  the  purposes  of 
this  Act  or  any  other  Federal  law.". 
—Page  134,  strike  out  line  5  and  all  that  fol- 
lows through  line  6  on  page  135  and  insert 
in  lieu  thereof  the  following:  / 


71-059  0-XT-.t.1iPt    IT 


24688 


CONGRESSIONAL  RECORD— HOUSE 


SEC.  HH.  CROrNOWATCR  AITHORITV. 

(a)  Definitions— Section  2  (7  U.S.C.  136) 
(as  amended  by  section  802)  is  amended  by 
adding  at  the  end  the  following; 

■■(11)  Groundwater— The  term  ground- 
water' means  water  below  the  land  surface 
in  a  zone  of  saturation. 

•■(mm)  Reliable  Analytical  Data.— The 
term  reliable  analytical  data'  means  scien- 
tific information  that  verifies  the  presence 
of  a  pesticide  in  a  groundwater  sample  and 
that  is  of  a  reliable  scientific  quality  accord 
ing  to  generally  recognized  standards  and 
good  laboratory  practices  for  sampling  and 
analysis  of  pesticides  in  groundwater. 

■■(nn)  Potential  Sources  of  Drinking 
Water.— The  term  potential  sources  of 
drinking  water'  means  the  portion  of  an  aq- 
uifer or  aquifer  system  that  contains  suffi- 
cient quantity  and  is  of  sufficient  quality  to 
supply  potable  water  to  a  drinking  water 
well,  taking  mto  account  (1)  geographic  con- 
siderations and  depth  to  drinking  water,  (2) 
any  State  criteria  or  guidelines  for  siting 
new  wells  established  under  section  1428  of 
the  Public  Health  Service  Act  or  other  State 
authority,  and  (3)  shallow  groundwater  that 
is  not  potential  drinking  water. 

"(oo)  Drinking  Water  Well.— The  term 
'drinking  water  well'  means  a  well  or  spring 
currently  supplying  water  for  human  con- 
sumption 

'■(pp)  Groundwater  Sampling  Point.— 
The  term  groundwater  sampling  point' 
means  a  public  or  community  water  supply, 
a  private  water  supply,  a  spring,  or  a  moni- 
toring well  or  other  groundwater  source  if 
the  well  or  source  is  reasonably  designed 
and  of  adequate  depth  to  permit  the  collec- 
tion of  representative  groundwater  samples. 

■'(qq)  Groundwater  Residue  Guidance 
Level.— The  term  groundwater  residue 
level'  means  a  groundwater  residue  guidance 
level  established  under  section  1429  of  the 
Public  Health  Ser\  ice  Act.' . 

(b)  Authority. -The  Act  (as  amended  by 
section  202)  is  amended  by  adding  after  sec- 
tion 31  the  following: 

"SEC.  32,  PROTECTION  OF  <;ROl  NDW.ATER. 

■■(a)  Notification.- 

"(1)  Requirement— When  a  registrant  of 
a  pesticide  obtains  or  learns  of  reliable  ana- 
lytical data  that  a  pesticide  has— 

"(A)  been  detected  at  any  groundwater 
sampling  point  and  no  groundwater  residue 
guidance  level  has  been  issued  for  the  pesti- 
cide under  subsection  (e), 

■■(B)  has  been  detected  at  a  groundwater 
sampling  point  at  a  concentration  higher 
than  known  previously  to  have  been  report- 
ed to  the  Administrator  at  such  groundwat- 
er sampling  point,  or 

■■(C)  has  been  detected  at  any  groundwat- 
er sampling  point  at  a  concentration  at  or 
greater  than  20  percent  of  the  groundwater 
residue  guidance  level  issued  for  the  pesti- 
cide under  subsection  (e). 
the  registrant  shall  file  a  report  containing 
such  information  within  15  working  days 
with  l)oth  the  Administrator,  the  State  in 
which  the  groundwater  sampling  point  is  lo- 
cated, and  the  owner  of  the  property  in 
which  the  groundwater  sampling  point  is  lo- 
cated, if  known. 

■■(2)  Content  of  report.— A  report  re- 
quired by  paragraph  (1)  for  detection  of  a 
pesticide  shall  contain  information  known 
to  the  registrant  of  the  pesticide  on  the 
level  of  detection  of  the  pesticide,  the  fre- 
quency of  detection  of  the  pesticide,  loca- 
tion (including  depth)  where  the  pesticide 
was  detected,  date  of  the  pesticide  detec- 
tion, well  construction  if  the  pesticide  was 
detected  in  a  well,  soil  type  where  the  pesti- 
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cide  was  detected,  and  analytical  method 
use  to  make  the  pesticide  detection,  includ- 
ing information  on  the  precision,  accuracy, 
and  limits  of  the  method  of  detection  and 
any  quality  assurance  and  control  proce- 
dures used  in  the  pesticide  detection. 

■■(b)  Review  for  Further  Action.— Upon 
receiving  information  of  a  detection  of  a 
pesticide  at  any  groundwater  sampling 
point,  the  Administrator  shall  promptly 
review  the  information  to  determine  the 
realiability  of  the  detection  and  to  deter- 
mine whether  action  should  be  taken  to  pro- 
tect groundwater. 

■■(c)  Monitoring.— 

■■(1)  Confirmation  of  detections.— If  the 
Administrator  receives  reliable,  analytical 
data  indicating  that— 

(A)  a  pesticide  has  been  detected  in  a 
drinking  water  well, 

■■(B)  the  concentration  of  the  pesticide 
equals  or  exceeds  any  groundwater,  residue 
guidance  level  issued  under  subsection  (b) 
for  that  pesticide,  and 

■■(C)  the  presence  of  the  pesticide  in  the 
drinking  water  well  may  be  the  result  of  use 
of  the  pesticide  in  accordance  with  the  la- 
beling on  the  pesticide  or  widespread  and 
commonly  recognized  practices  involving 
the  pesticide, 

the  Administrator  may  require  the  regis- 
trant of  the  pesticide  detected  to  conduct 
such  analysis  of  samples  of  groundwater 
from  the  drinking  water  well  involved  as  is 
necessary  to  determine  whether  the  pesti- 
cide is  present  at  a  concentration  that 
equals  or  exceeds  such  groundwater  residue 
guidance  level.  A  monitoring  requirement 
imposed  under  this  paragraph  shall  be  com- 
pleted within  90  days  of  notice  to  the  regis- 
trant. The  procedures  of  section  3(c)(2)(B) 
shall  govern  any  monitoring  requirement 
imposed  under  this  paragraph. 

■■(2)  Requirement  for  Monitoring —If 
the  Administrator  determines  that  addition- 
al data  on  the  presence  of  a  pesticide  in 
groundwater  are  required  to  maintain  in 
effect  an  existing  registration  of  the  pesti- 
cide, the  Administrator  may,  under  section 
3(c)(2)(B),  require  the  registrant  of  the  pes- 
ticide to  conduct  groundwater  monitoring. 
The  Administrator  shall  consult  with  the 
Secretary  of  Agriculture,  the  heads  of  other 
appropriate  Federal  agencies,  and  the 
States  concerning  the  design  and  scope  of 
monitoring  requirements  imposed  under 
this  paragraph.  The  design  and  the  scope  of 
the  monitoring  requirement  should  take 
into  account  all  relevant  information,  in- 
cluding the  magnitude  and  frequency  of  the 
detection  of  the  pesticide  involved,  pattern 
of  pesticide  use  and  soil  types  involved  in 
the  detection,  physical  and  chemical  proper- 
ties of  the  pesticide,  rainfall  patterns,  well 
construction  if  the  pesticide  was  detected  in 
a  well,  rates  of  degradation,  reliability  and 
analytical  accuracy  of  the  detection,  and  re- 
sults of  State  or  other  sponsored  monitor- 
ing. To  the  extent  feasible,  monitoring 
should  be  at  representative  geographical 
and  hydrogeological  areas  associated  with 
locations  and  conditions  of  concern  as  deter- 
mined by  the  Adminstrator. 

'■(3)    Judicial    Review.— Monitoring    re- 
quirements  imposed   under   paragraph   (2) 
shall  be  subject  to  judicial  review  under  sec- ' 
tion  16. 

"(d)  Reponse  to  Groundwater  Contami- 
nation.— 

"(1)  Requirement.- If  the  Administrator 
determines  that  a  pesticide  is  present  in  a 
drinking  water  well  at  a  concentration  that 
exceeds  the  final  groundwater  residue  guid- 
ance level  applicable  to  the  pesticide  and 


that  the  presence  of  the  pesticide  in  the 
drinking  water  well  may  be  the  result  of  use 
of  the  pesticide  in  accordance  with  the  la- 
beling on  the  pesticide  or  as  a  result  of  wide- 
spread and  commonly  recognized  practice 
involving  the  pesticide,  the  Administrator 
shall  notify  the  State  in  which  the  drinking 
water  well  is  located  of  the  Administrator's 
determination  and  shall  provide  it  with  all 
information  relevant  to  the  determination. 
Such  State  shall  take  action  within  90  days 
of  such  notification  to  prevent  potential  ad- 
verse effects  on  human  health  and  the  envi- 
ronment from  such  pesticide.  In  taking  such 
action,  the  State  shall  take  appropriate 
action  regarding  the  sale  or  use  of  the  pesti- 
cide detected  at  such  drinking  water  well  to 
bring  and  retain  concentrations  of  the  pesti- 
cide at  such  drinking  water  well  at  or  below 
the  final  groundwater  residue  guidance  level 
applicable  to  the  pesticide, 

"(2)  Action  by  the  administrator.— 
"(A)  If  a  State  does  not  have  the  author- 
ity to  take  the  action  required  by  paragraph 
(1)  with  respect  to  a  pesticide  detected  in  a 
drinking  water  well  or  fails  to  take  such 
action  within  the  time  period  prescribed  by 
such  paragraph,  the  Administrator  shall 
take  appropriate  action  under  this  Act  to 
bring  and  retain  the  concentration  of  the 
pesticide  detected  at  such  drinking  water 
well  at  or  below  the  final  groundwater  resi- 
due guidance  level  applicable  to  the  pesti- 
cide and  my  take  such  other  action  under 
this  Act  as  the  "Administrator  deems  neces- 
sary to  prevent  potential  adverse  effects  on 
human  health  and  the  environment  from 
the  pesticide.  If  the  Administrator  takes 
such  action,  the  Administrator  shall  publish 
notice  of  the  action  in  the  Federal  Register 
and  take  appropriate  steps  to  inform  the 
registrant  of  the  pesticide  involved,  poten- 
tially affected  persons,  and  interested  mem- 
bers of  the  public.  Such  notice  shall  specify 
the  findings  and  conclusions  upon  which 
such  action  was  based. 

■■(B)  Any  person  adversely  affected  by 
action  taken  under  subparagraph  (A)  or  the 
failure  of  the  Administrator  to  take  such 
action  may  request  an  expedited  hearing, 
under  the  procedures  in  section  6(c)(2),  to 
determine  whether  the  action  was  taken  in 
accordance  with  subparagraph  (A)  or 
whether  the  Administrator  was  required  to 
take  action.  Such  a  hearing  shall  be  held 
and  a  determination  made  within  75  days 
from  the  date  of  the  receipt  of  the  request 
for  the  hearing. 

■■(C)  The  Administrator  shall  provide  rea- 
sonable procedures  for  petitions  to  modify 
or  terminate  an  action  taken  under  subpara- 
graph (A)  when  the  drinking  water  well  in- 
volved no  longer  has  the  pesticide  in  a  con- 
centration that  exceeds  the  applicable 
groundwater  residue  guidance  level  and  will 
likely  remain  below  such  level. 

■■(3)  Judicial  review.— Judicial  review  of 
actions  taken  under  this  subsection  shall  be 
governed  by  section  16. 

■■(e)  Registration  Amendments.— 

"(1)  Requirement.— 

"(A)(i)  After  reviewing  reliable  analytical 
data,  the  Administrator  shall  determine 
whether  there  is  a  reasonable  likelihood 
that  the  groundwater  residue  guidance  level 
for  a  pesticide  will  be  exceeded  in  drinking 
water  wells  in  different  localities.  If  the  Ad- 
ministrator determines  that  there  is  a  rea- 
sonable likelihood  that  the  groundwater  res- 
idue guidance  level  for  a  pesticide  will  be  ex- 
ceeded in  drinking  water  wells  in  different 
localities,  the  Administrator  shall  promptly 
require  amendments  to  the  registration  of 
the  pesticide  with  respect  to  which  the  find- 
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ing was  made  that  are  reasonably  necessary 
to  ensure  that  use  of  the  pesticide  in  accord- 
ance with  the  amended  registration  will  not 
cause  the  final  groundwater  residue  guid- 
ance level  involved  in  the  finding  to  be  ex- 
ceeded in  drinking  water  wells.  The  Admin- 
istrator shall  make  any  such  determination 
public. 

"(ii)  If  the  Administrator  proposes  to  re- 
quire registration  amendments  under  clause 
(i)  for  a  pesticide,  the  Administrator  shall 
notify  the  registrant  of  the  pesticide  of  such 
amendments  and  shall  publish  notice  of 
such  proposal  in  the  Federal  Register.  Such 
notice  shall  include  the  Administrator's  de- 
termination whether  the  presence  of  the 
pesticide  in  drinking  water  wells  appears  to 
have  been  the  result  of  the  use  of  the  pesti- 
cide in  accordance  with  its  labeling  or  the 
result  of  widespread  and  generally  recog- 
nized practice. 

"(B)  After  reviewing  reliable  analytical 
data,  the  Administrator  shall  determine 
whether  there  is  a  reasonable  likelihood 
that  the  groundwater  residue  guidance  level 
for  a  pesticide  will  be  exceeded  in  potential 
drinking  water  in  different  localities.  If  the 
Administrator  determines  that  there  is  a 
reasonable  likelihood  that  the  groundwater 
residue  guidance  level  for  a  pesticide  will  be 
exceeded  in  potential  drinking  water  in  dif- 
ferent localities,  the  Administrator  shall 
promptly  require  amendments  to  the  regis- 
tration of  the  pesticide  with  respect  to 
which  the  finding  was  made  that  are  reason- 
ably necessary  to  ensure  that  use  of  the  pes- 
ticide in  accordance  with  the  amended  regis- 
tration will  not  cause  the  final  groundwater 
residue  guidance  level  involved  in  the  find- 
ing to  be  exceeded  in  potential  drinking 
water.  If  the  Administrator  proposes  to  re- 
quire registration  amendments  under  this 
subparagraph  for  a  pesticide,  the  Adminis- 
trator shall  notify  the  registrant  of  the  pes- 
ticide of  such  amendments.  In  establishing 
such  amendments,  the  Administrator 
shall- 

"(i)  meet  the  procedural  requirements  of 
subparagraph  (A)(ii), 

"(ii)  take  into  account  information  sub- 
mitted by  States  on  land  or  groundwater  use 
classification  or  other  governmental  actions 
that  could  affect  when  groundwater  may  be 
used  for  drinking  water,  and 

"(iii)  consider  the  views  of  the  Secretary 
of  Agriculture,  the  heads  of  other  appropri- 
ate Federal  agencies,  and  States  as  required 
in  paragraph  (2). 

"(2)  Consultation  with  states.— In 
taking  action  under  paragraph  (1).  the  Ad- 
ministrator shall  consult  with  the  Secretary 
of  Agriculture  and  the  State  where  the  pes- 
ticide involved  has  been  detected  in  any 
groundwater  sampling  point  and  each  other 
State  in  which  there  is  significant  use  of  the 
pesticide.  The  Administrator  shall  notify 
such  State  of  the  Administrator's  determi- 
nation that  there  is  a  reasonable  likelihood 
that  a  groundwater  residue  guidance  level 
will  be  exceeded  and  shall,  in  accordance 
with  section  10(h).  provide  the  State  with 
all  information  relevant  to  this  determina- 
tion. Each  State  that  is  notified  under  this 
paragraph  shall  promptly  provide  the  Ad- 
ministrator with  information  that  is  rele- 
vant to  taking  action  under  paragraph  (1) 
and  shall  make  recommendations  with  re- 
spect to  any  proposed  registration  amend- 
ments. 

"  ( 3 )  Scope  of  amendments.  — 

"(A)  Amendments  to  the  registration  of  a 
pesticide  under  paragraph  ( 1 )  may  include— 

"(i)  limitations  on  the  purposes  for  and  lo- 
cations at  which  the  i>esticide  may  be  used. 


considering  factors  such  as  environmentally 
sensitive  areas  and  conditions, 

"(ii)  limitations  on  the  rate  at  which  the 
pesticide  is  applied, 

"(iii)  limitations  on  the  time  or  frequency 
of  pesticide  use, 

'(iv)  limitations  on  the  method  of  pesti- 
cide application,  storage,  handling,  or  dis- 
posal, 

"(v)  reporting  or  other  requirements,  in- 
cluding label  changes  or  changes  in  classifi- 
cation. 

"(vi)  requirements  for  the  training  or  cer- 
tification of  pesticide  applicators  or  other 
persons  using  the  pesticide. 

"(vii)  required  site  specific  responses,  or 

"(viii)  any  other  requirement  to  ensure 
that  the  applicable  groundwater  residue 
guidance  level  will  not  t>e  exceeded. 

■(B)  Amendments  to  the  registration  of  a 
pesticide  under  paragraph  ( 1 )  should,  to  the 
extent  feasible,  be  directed  to  the  same  or 
similar  use  of  the  pesticide,  same  or  similar 
geographical  and  hydrogeological  areas,  and 
other  similar  conditions  that  led  to  the  de- 
termination under  subparagraph  (A)  or  (B) 
of  paragraph  ( 1 ). 

■(C)  In  taking  regulatory  action  under 
paragraph  (1),  the  Administrator  may  use 
recommendations  made  by  a  State  under 
paragraph  (2). 

■■(D)  In  requiring  amendments  to  the  reg- 
istration of  a  pesticide  under  paragraph  ( 1 ). 
the  Administrator  shall  consider  the  effect 
of  any  voluntary  actions  by  registrants  or 
other  persons,  including  actions  by  a  State, 
to  prevent  the  groundwater  residue  guid- 
ance level  involved  from  t>eing  exceeded  and 
to  comply  with  other  environmental  laws. 

■■(4)  Procedure.— Registration  amend- 
ments under  paragraph  ( 1 )  shall  be  imposed 
in  accordance  with  the  procedural  require- 
ments of  this  Act. 

"(f)  Information  on  Pesticides  in 
Groundwater.— The  Administrator  may  col- 
lect and  make  available  through  a  public  in- 
formation file  information  concerning  the 
detection  of  pesticides  in  any  groundwater 
sampling  point.  The  file  may.  among  other 
things,  summarize  for  each  pesticide  that 
has  been  detected  in  groundwater,  based  on 
reliable  analytical  data,  whether  the  pesti- 
cide has  been  detected  at  a  concentration 
that  exceeds  the  applicable  groundwater 
residue  guidance  level  and  whether  the 
presence  of  the  pesticide  in  groundwater  ap- 
pears to  have  been  caused  by  the  use  of  the 
pesticide  in  compliance  with  this  Act. 

■•(g)  Technical  Assistance  to  States.— 
The  Administrator  shall  provide  technical 
information  to  States  to  assist  in  imple- 
menting this  section.  Subject  to  section 
10(h),  the  technical  information  provided 
respecting  a  pesticide  shall  include  data  on 
the  toxicity,  environmental  fate,  or  physical 
or  chemical  characteristics  of  the  pesticide, 
predictive  modeling,  exposure  and  other  rel- 
evant subjects.  In  addition,  the  Administra- 
tor shall  provide  information,  to  the  extent 
reasonably  available,  on  alternative  meth- 
ods of  pest  control  and  on  agricultural  or 
other  management  practices  that  could  min- 
imize the  presence  of  pesticides  in  ground- 
water. 

■•(h)  Special  Review.— Upon  receiving  reli- 
able analytical  data  that  a  pesticide  has 
been  detected  above  the  applicable  ground- 
water residue  guidance  level  but  not  in  a 
drinking  water  well  or  potential  drinking 
water,  the  Administrator  may  initiate  a 
public  interim  administrative  under  section 
3(c)(8)  to  determine  whether  the  pesticide 
may  cause  unreasonable  adverse  effects  on 
the  environment  from  such  use. 


■■(i)  Effect  on  Other  Provisions.— Noth- 
ing in  this  section  shall  limit  the  authority 
of  the  Administrator  or  of  any  State  under 
other  provisions  of  this  Act  or  under  any 
other  law.". 

(c)  Groundwater  Residue  Guidance 
Level.— Section  1412  of  the  Public  Health 
Service  Act  is  amended  by  adding  at  the  end 
the  following: 

••(f)(1)  The  Administrator,  on  the  Admin- 
istrator's own  initiative,  may  issue  a  ground- 
water residue  guidance  level  for  a  pesticide 
registered  under  the  Federal  Insecticide, 
Fungicide,  and  Rodenticide  Act.  The  Admin- 
istrator shall  issue  a  groundwater  residue 
guidance  level  for  a  pesticide  whenever  the 
Administrator  registers  or  reregisters  a  pes- 
ticide under  such  Act  if  the  Administrator 
determines  that  the  pesticide  has  the  poten- 
tial to  leach  into  groundwater.  In  addition, 
the  Administrator  shall  issue  a  groundwater 
residue  guidance  level  for  a  pesticide  if— 

•(A)  based  on  reliable  analytical  data,  the 
pesticide  has  been  detected  at  groundwater 
sampling  points  in  3  different  geographical 
areas. 

••(B)  based  on  reliable  analytical  data,  the 
pesticide  has  been_  detected  in  a  drinking 
water  well  or  wellfield  that  serves  a  popula- 
tion of  over  500  people,  or 

■•(C)  a  Federal  agency  or  a  State  petitions 
the  Administrator  to  set  a  groundwater  resi- 
due guidance  level  for  the  pesticide. 

•■(2)(A)  If  the  Administrator  has  promul- 
gated or  promulgates  a  maximum  contami- 
nant level  under  subsection  (b)(3)  that  ap- 
plies to  a  pesticide,  the  groundwater  resTidue 
guidance  level  required  under  paragraph  ( 1 ) 
for  the  pesticide  shall  be  set  at  such  level 
within  30  days  of  being  required  under  such 
subsection. 

■■(B)  If  a  maximum  contaminant  level  that 
would  be  applicable  to  a  pesticide  for  which 
a  groundwater  residue  guidance  level  is  re- 
quired by  paragraph  ( 1 )  has  not  been  estab- 
lished under  subsection  (b)(3).  the  Adminis- 
trator, in  the  Administrator's  discretion, 
may  use  a  health  advisory  level  established 
under  this  Act  in  establishing  such  ground- 
water residue  guidance  level.  The  ground- 
water residue  guidance  level  established  by 
the  Administrator  for  such  pesticide  shall 
reflect  the  level  of  the  pesticide  in  drinking 
water  at  which  no  known  or  anticipated  ad- 
verse effects  on  the  health  of  persons  occur, 
the  need  for  an  adequate  margin  of  safety, 
the  nature  of  the  toxic  effects  caused  by  the 
pesticide,  and  the  validity,  completeness, 
and  adequacy  of  data  about  the  pesticide.  If 
all  required  chronic,  oncogenicity,  reproduc- 
tion, or  teratogenicity  data  are  absent  or  in- 
valid for  the  pesticide,  the  groundwater  resi- 
due guidance  level  for  the  pesticide  shall  be 
at  the  limit  of  detection.  If  any  required 
chronic,  oncogenicity,  reproduction,  or  tera- 
togenicity data  are  absent  or  invalid  for  the 
pesticide,  the  groundwater  residue  guidance 
level  for  the  pesticide  shall  include  an  addi- 
tional margin  of  safety  that  takes  into  ac- 
count the  absence  of  such  data. 

■•(3)(A)  Before  issuing  a  final  groundwater 
residue  guidance  level  for  a  pesticide,  the 
Administrator  shall  publish  an  interim 
groundwater  residue  guidance  level  for  the 
pesticide  in  the  Federal  Register  and  allow 
public  comment  for  at  least  30  days.  During 
the  public  comment  period,  the  Administra- 
tor shall  invite  comment  on  the  level  in- 
volved from  the  Secretary  of  Agriculture 
and  States. 

■•(B)  If  the  Administrator  is  required 
under  paragraph  ( 1)  to  issue  a  groundwater 
residue  guidance  level  for  a  pesticide  and 
the  groundwater  residue  guidance  level  is  to 
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be  issued  under  paragraph  (2)(B).  the  Ad- 
ministrator shall  issue  an  interim  ground- 
water residue  guidance  level  for  the  pesti- 
cide within  30  days  after  the  requirement  to 
issue  the  groundwater  residue  guidance 
level  takes  effect. 

"(C)  Within  3  months  after  establishing 
an  interim  groundwater  residue  guidance 
level,  the  Administrator  shall  establish  a 
final  groundwater  residue  guidance  level. 
Until  a  final  groundwater  residue  guidance 
level  is  established  under  paragraph  (1)  for 
a  pesticide,  an  interim  groundwater  residue 


guidance  level  established  for  the  pesticide 
shall  remain  in  effect. 

"(4)  The  Administrator  may  revise  a 
groundwater  residue  guidance  level  for  a 
pesticide.  The  Administrator  shall  allow  at 
least  30  days  for  public  comment  on  any 
proposed  revision. 

■■(5)  An  interim  groundwater  residue  guid- 
ance level  shall  not  be  subject  to  judicial 
review  before  the  expiration  of  3  months 
after  its  issuance.  Judicial  review  of  any 
final  groundwater  residue  guidance  level  or 
failure    to    establish    an    interim    or    final 


groundwater  residue  guidance  level  shall  be 
governed  by  section  1448.  A  groundwater 
residue  guidance  level  established  under 
paragraph  (2)(A)  shall  not  be  subject  to  ju- 
dicial review.". 

Page  131,  line  7,  strike  out  ■or",  in  line  10 
strike  out  the  period  and  insert  in  lieu 
thereof  ■;  or",  and  after  line  10  insert  the 
following: 

■(U)  to  violate  any  action  required  under 
section  32(e)(2).". 
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IMPRESSION  OF  HOOSIERS 


HON.  LEE  H.  HAMILTON 

OF  INDIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  HAMILTON.  Mr.  Speaker.  I  would  like  to 
insert  my  Washington  Report  for  Wednesday, 
September  17,  1986  into  the  Congressional 
Record: 

Impressions  of  Hoosiers 

Traveling  around  the  Ninth  District  to 
public  meetings  and  civic  events  puts  me  in 
touch  with  more  people,  with  a  greater  vari- 
ety of  views,  on  all  kinds  of  subjects,  in  a 
briefer  period  of  time  than  any  endeavor  I 
know. 

Hoosiers  are  keenly  aware  of  the  problems 
and  the  opportunities  in  America  today. 
They  acknowledge  there  are  no  easy  an- 
swers or  magic  bullets  in  confronting  our 
challenges.  They  are.  for  example,  uncer- 
tain about  what  specifically  government 
should  do  to  deal  with  budget  deficits  or 
even  the  farm  crisis.  Given  this  uncertainty, 
most  Hoosiers  are  more  concerned  about 
the  character  and  integrity  of  the  individ- 
uals that  will  be  making  the  choices  for 
them,  than  about  their  stand  on  specific 
issues.  They  want  leaders  whose  values  and 
priorities  they  trust.  They  want  leaders  who 
take  care  of  things  at  home,  who  put  the  in- 
terests of  Hoosiers  first. 

Hoosiers  are  skeptical  about  politics,  and 
they  do  not  impress  me  as  ideological.  They 
are  more  pragmatic  than  conservative  or  lib- 
eral. They  really  do  not  care  much  about 
labels.  What  Ihey  want  to  know  is  if  a  pro- 
posed solution  works,  if  it  makes  sense,  and 
if  it  is  right  for  the  times.  They  want  repre- 
sentatives with  eoo<l  solutions,  and  they 
don't  care  if  they  come  from  the  left,  center 
or  right.  They  are  uneasy  about  the  influ- 
ences of  political  action  committees:  they 
are  fed  up  with  what  they  see  as  the  domi- 
nance of  special  interests  in  Washington 
and  statehouses  across  the  country.  They 
feel  the  average  person  loses  out  when  polit- 
ical deals  are  cut  behind  closed  doors. 

While  politics  may  not  be  at  the  top  of 
their  concerns,  Hoosiers  are  very  worried 
about  the  future  of  the  country.  They  re- 
flect the  basic  values  that  made  the  country 
great,  and  they  often  express  traditional 
concerns  about  jobs,  family,  children,  retire- 
ment and  peace. 

THE  ECONOMY 

In  1986.  Hoosiers  are  feeling  squeezed. 
They  worry  because  family  income  is  not 
growing,  but  declining.  They  work  hard  and 
want  to  be  recognized  for  their  fundamental 
contribution  to  America.  They  see  them- 
selves caught  in  a  world  of  big  forces  and 
big  institutions,  including  big  government 
and  big  corporations. 

They  worry  about  the  unevenness  of  the 
recent  economic  recovery.  In  Indiana,  and 
across  the  country,  islands  of  prosperity  are 
surrounded  by  seas  of  stagnation  that  have 
left  many  Americans  facing  job  losses,  fore- 
closures, and  bankruptcies. 


Hoosiers  mention  often  the  unfairness  of 
the  tax  code.  They  don't  like  to  pay  for 
other  peoples'  tax  shelters.  They  know  that 
in  our  complex  tax  system  many  of  the  rich- 
est individuals  and  corporations  pay  no 
taxes,  while  the  tax  burden  of  the  middle 
and  lower  classes  is  heavy. 

They  know  that  the  one  trillion  dollars 
added  to  the  national  debt  in  recent  years  is 
neither  right,  nor  good  economic  policy. 
Hoosiers  believe  that  a  balanced  budget  on  a 
regular  basis  should  be  one  of  the  highest 
priorities  of  fiscal  policy.  They  are  fearful 
that  the  uncontrolled  deficits  are  mortgag- 
ing our  children's  future,  soaking  up  the 
country's  savings,  and  discouraging  business 
investment  that  the  economy  now  desper- 
ately needs. 

They  are  worried  about  the  $170  billion 
trade  deficit,  especially  the  deficit  in  agri- 
culture. They  see  the  old  industries,  like 
steel,  and  new  industries,  like  semiconduc- 
tors, are  equally  threatened  by  foreign  com- 
petition. They  worry  that  the  once  powerful 
American  manufacturing  industries  are 
losing  their  ability  to  compete  in  the  world, 
and  that  a  lot  of  Americans  are  losing  jobs. 
Hoosiers  want  their  government  to  be  more 
aggressive  in  trade  negotiations.  They  don't 
like  to  lose  jobs  or  industries  to  countries 
which  don't  permit  equal  access  to  Ameri- 
can products. 

Hoosiers  want  strong  action  to  help  both 
the  American  farmer  and  rural  communi- 
ties. Hoosier  farmers  want  the  nation  to  rec- 
ognize that  their  productivity  and  their  way 
of  life  are  worth  preserving.  They  are  saying 
that  the  farm  crisis  is  not  over  and  that  it 
must  be  addressed;  that  the  economic  recov- 
ery, such  as  it  is.  has  not  solved  the  problem 
of  the  small  family  farm.  They  want  to 
know  how  they  can  best  °et  Washington's 
attention  focussed  on  the  farm  crisis. 

NATIONAL  SECURITY 

Hoosiers  want  a  secure  nation.  They  don't 
believe  in  military  power  for  its  own  sake, 
but  they  believe  the  Soviet  threat  is  real. 
They  are  prepared  to  defend  our  way  of  life 
as  a  free  people,  and  believe  that  we  should 
stand,  as  we  always  have,  as  a  beacon  for 
the  oppressed  and  a  refuge  for  those  denied 
liberty. 

Hoosiers  want  a  strong  national  defense, 
but  they  worry  about  waste  and  unpre- 
paredness  in  our  armed  forces.  They  under- 
stand that  ther€  is  a  difference  between  an 
expensive  defense,  and  an  effective  one. 
Some  are  troubled  that  one  trillion  dollars 
spent  on  defense  in  the  last  six  years  have 
not  brought  us  a  greater  sense  of  security  or 
peace. 

THE  FAMILY 

Hoosiers  are  puzzled  by  the  changes  oc- 
curring in  the  family.  Today,  two-wage 
earner  families  and  single  parent  families 
account  for  4  out  of  5  working  families. 
Family  incomes  are  declining  and  parents 
are  finding  it  harder  to  provide  for  their 
children  and  for  their  own  retirement. 

Hoosiers  want  above  all  else  a  decent  life 
for  themselves  and  for  their  children:  a 
chance  to  own  a  home;  to  send  their  chil- 
dren to  college;  to  retire  in  reasonable  secu- 
rity. They  want  to  work,  get  better  at  their 


jobs,  and  contribute  to  the  well-being  of 
their  families  and  communities.  They  be- 
lieve government  should  act  to  favor  and 
strengthen  the  family,  not  weaken  it.  They 
think  government  should  give  them  a  fair 
break,  reward  hard  work,  help  the  family, 
and  encourage  savings.  They  want  leader- 
ship that  provides  independence,  security, 
and  opportunity.  They  want  leaders  who 
promote  policies  to  raise  family  incomes  and 
help  keep  families  together,  broaden  educa- 
tional opportunities  for  their  children,  and 
make  home  ownership  and  saving  for  retire- 
ment easier. 


TWO  SHOOTINGS.  ONE  LESSON: 
GUN  CONTROL 


HON.  BILL  GREEN 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  GREEN.  Mr.  Speaker,  I  would  like  to 
bring  to  the  attention  of  my  colleagues  the  fol- 
lowing article  published  in  the  September  15, 
1986  New  "Vork  Times.  Ursula  Schwerin,  presi- 
dent of  New  York  City  Technical  College,  con- 
cludes that  only  through  stricter  handgun  con- 
trol can  events  such  as  the  recent  letter  carri- 
er's shooting  spree  in  Oklahoma  on  August 
20,  1986,  be  prevented. 

Again,  I  commend  this  article  to  my  col- 
leagues: 

Two  Shootings.  One  Lesson:  Gun  Control 
(By  Ursula  Schwerin) 

On  Aug.  12.  a  29-year-old  student  entered 
the  campus  of  a  college  and  went  on  a 
shooting  spree  that  left  one  faculty  member 
dead  and  six  others  injured. 

Eight  days  later  an  Oklahoma  letter  carri- 
er killed  or  wounded  20  of  his  fellow  work- 
ers t)efore  fatally  shooting  himself. 

Both  of  these  acts  were  committed  by 
emotionally  disturbed  people  in  places 
where,  in  effect,  they  belonged.  Van  Antho- 
ny Hull,  the  student  accused  of  the  shoot- 
ings at  New  York  City  Technical  College, 
had  been  enrolled  at  the  college's  Brooklyn 
Heights  campus  for  four  years. 

Pat  H.  Sherrill  was  reporting  for  work  at  7 
A.M.  the  day  of  the  murders,  wearing  his 
blue  mail  carrier's  uniform  and  carrying  a 
mail  bag  just  as  he  would  on  any  other  day. 
Their  senseless  acts  occurred  on  familiar 
territory  where  their  presence  went  unques- 
tioned. 

The  response  at)out  how  to  prevent  simi- 
lar acts  in  the  future  was  the  same.  The 
president  of  the  National  Association  of 
Postmasters  called  for  stepped-up  security 
and  the  stationing  of  armed  guards  and 
metal  detectors  in  post  offices  throughout 
the  country.  After  the  shootings  at  City 
Tech,  dozens  of  people  suggested  arming 
the  college's  security  guards  and  installing 
plexiglass  office  windows  to  separate  staff 
and  students. 

At  City  Tech,  I  have  rejected  these  recom- 
mendations because  they  are  not  solutions 


•  This  "bullet"  symbol  identifies  statements  or  insertions  which  are  not  spoken  by  a  Member  of  the  Senate  on  the  floor. 
Matter  set  in  this  typeface  indicates  words  inserted  or  appended,  rather  than  spoken,  by  a  Member  of  the  House  on  the  floor. 
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but.  instead,  part  of  the  problem.  Encasing 
ourselves  in  fortresses  with  armed  guards 
will  not  guarantee  protection  from  violent 
acts  committed  by  disturbed  individuals. 
And  increasing  the  weapons  we  carry  will 
not  give  us  greater  security. 

The  more  guns  with  which  our  society 
equips  itself,  the  greater  the  likelihood  for 
accidents  or  violent  acts  involving  firearms. 
Each  year.  1.200  people  are  killed  in  acci- 
dents involving  handguns,  and  someone  is 
injured  by  a  handgun  every  two  and  a  half 
minutes.  More  than  200.000  privately  owned 
handguns  are  stolen  annually.  More  guns  in 
more  hands  will  serve  only  to  produce  a 
false  sense  of  security  and  an  even  more 
dangerous  sense  of  power. 

Moreover,  a  college  campus  cannot  survive 
behind  barricades  and  metal  detectors.  How 
can  a  college  foster  coUegiality  when  its 
staff  speaks  with  students  from  behind 
plexiglass  partitions?  For  an  institution  that 
is  part  of  the  City  University  system— with 
its  mission  of  serving  all  people,  regardless 
of  race,  ethnicity  or  income— this  final  ca- 
pitulation to  barbarism  would  be  sadder 
still. 

The  way  to  prevent  future  acts  of  violence 
is  much  more  complex.  It  requires  education 
and  the  devotion  of  greater  resources 
toward  helping  and  identifying  the  emotion- 
ally ill.  Above  all.  it  means  stricter  handgun 
controls. 

Federal  legislation  requiring  background 
checks  and  a  21day  waiting  period  for  the 
purchase  of  a  handgun  could  have  prevent- 
ed the  tragedy  at  City  Tech.  If  such  a  bill 
were  law.  Van  Anthony  Hull  could  not  have 
made  a  20-hour  sojourn  to  his  boyhood 
home  in  Augusta,  Ga..  and  flashed  an  out- 
dated Georgia  identification  card  as  proof  of 
residence  for  the  purchase  of  deadly  arse- 
nal. And  a  simple  background  check  would 
have  revealed  his  history  of  mental  instabil- 
ity. 

These  reforms  are  supported  by  the  law 
enforcement  community,  including  the 
International  Association  of  Chiefs  of 
Police.  Their  adoption,  rather  than  guns 
and  barricades,  is  what  will  help  create  a 
safer  society— inside  as  well  as  outside  the 
ivory  tower. 


AIDS  EPIDEMIC 


HON.  WILLIAM  E.  DANNEMEYER 

OF  CALIFORINA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday.  September  17.  1986 

Mr.  DANNEMEYER.  Mr.  Speaker,  I  com- 
mend to  the  Members'  attention  the  article  re- 
printed below  which  appeared  in  the  Septem- 
ber issue  of  the  American  Council  On  Science 
and  Health  News  &  Views  Journal.  The 
author,  Ms.  Elizabeth  Whelan,  has  a  master  of 
public  health  and  Is  the  executive  director  of 
the  American  Council  on  Science  and  Health. 

Her  assessment  of  the  public  health  com- 
munity's reticence  to  take  the  necessary  steps 
to  protect  the  public  health  In  the  fare  of  the 
AIDs  epidemic  in  American  Is  welcome  and 
long  overdue.  Ms.  Whelan  brings  a  perspec- 
tive to  the  crisis  which  has  been  obscured  too 
Icrtg  by  the  rhetonc  of  civil  rights  activists. 
The  aids  Epidemic:  Moving  Prom 
Complacency  to  Action 
(By  Elizabeth  M.  Whelan) 

Acquired  Immune  Deficiency  Syndrome 
(AIDS)  in  the  United  States  is  one  of  the 
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gravest  public  health  threats  of  this  centu- 
ry. One  would  think  that  in  our  health  con- 
scious society,  we  would  be  doing  everything 
in  our  power  to  stop  the  spread  of  this  dis- 
ease. But  we  are  not.  The  same  population 
that  threw  out  its  muffin  mix  two  and  a 
half  years  ago  because  of  the  purely  hypo- 
thetical risk  posed  by  trace  residues  of  the 
pesticide  EDB  seems  oddly  blas^  about 
AIDS,  a  condition  which  in  the  past  five 
years  has  claimed  at  least  10,000  lives  and 
currently  leaves  another  15.000  Americans 
mortally  ill. 

It  is  urgent  that  we  now  shift  from  rela- 
tive complacency  to  action  in  preventing 
future  cases  of  AIDS.  We  can  begin  by  dis- 
carding I  hose  naive  assumptions  and  sim- 
plistic solutions  which  to  date  have  so  ham- 
pered aggressive  preventive  medicine  policy. 
medical  technology  will  save  us 

We  live  in  an  age  of  great  medical  confi- 
dence about  the  control  of  human  disease, 
an  age  when  many  young  doctors  have 
never  seen  a  case  of  measles  or  polio,  and 
once  life-threatening  infections  are  cured 
within  days.  But  we  must  not  be  diverted  by 
an  assumption  that  a  vaccine  or  cure  for 
AIDS  is  imminent.  The  AIDS  virus  is  highly 
variable.  This  could  make  the  development 
of  an  effective  vaccine  difficult,  since  an  in- 
dividual who  was  immunized  against  one 
variant  of  the  virus  might  not  necessarily  be 
protected  against  another. 

Although  genetic  engineering  techniques 
offer  some  hope  that  a  safe  vaccine  against 
AIDS  might  someday  be  developed,  exten- 
sive and  lengthy  testing  of  any  new  vaccine 
would  be  required  before  it  could  become 
available  to  the  general  public.  Thus,  a  vac- 
cine against  AIDS  is  unlikely  to  be  available 
for  many  years,  if  ever. 

A  cure  for  AIDS  does  not  appear  to  be 
right  around  the  corner,  either.  To  put 
things  in  perspective,  it  is  useful  to  consider 
that  scientists  have  never  developed  a  cure 
for  a  single  viral  disease,  let  alone  one  as 
challenging  as  AIDS. 

The  AIDS  virus  has  a  complex  life  cycle 
which  greatly  complicates  the  search  for  a 
cure.  Because  it  essentially  becomes  part  of 
the  cells  it  infects,  it  may  not  be  possible  to 
eliminate  it  completely  from  the  body.  Since 
the  virus  infects  the  brain  cells,  to  be  effec- 
tive, a  drug  must  be  able  to  cross  the  so- 
called  blood-brain  barrier  (a  mechanism 
whereby  substances,  including  many  drugs, 
are  prevented  from  reaching  the  brain).  And 
even  if  a  drug  can  be  found  to  combat  the 
AIDS  virus,  if  it  is  administered  in  the  late 
stages  of  infection,  the  person's  immune 
system  will  already  have  been  destroyed. 
Additional  treatment  will  probably  be  re- 
quired to  reconstitute  the  immune  system. 

It  is  also  likely  that  any  drug  treatment 
for  AIDS  would  have  to  be  given  on  an 
intermittent  basis  for  life.  Thus,  a  success- 
ful drug  would  have  to  be  relatively  non- 
toxic and  tolerated  for  long  periods  of  time. 

That  is  a  pretty  tall  order  for  any  drug 
and  so  far  none  has  met  the  challenge. 

The  viral  pathogen  here  is  a  formidable 
opponent.  Hundreds  of  thousands  of  Ameri- 
cans may  die  before  medical  technology  con- 
quers AIDS. 

there  are  relatively  pew  cases 

We  have  had  only  a  bitter  taste  of  the 
AIDS  entree  to  come.  In  addition  to  the 
25,000  cases  worthy  of  the  strict  definition 
that  the  Centers  for  Disease  Control  have 
for  AIDS,  an  estimated  200,000  Americans 
are  now  ill  with  diseases  which  closely  re- 
semble AIDS,  the  so-called  AIDS  Related 
Complex  (ARC).  Further,  as  many  as  two 
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million  asymptomatic  Americans  are  infect- 
ed with  the  virus  and  are  daily  spreading 
the  disease  to  others.  The  best  guess  is  that 
25-30  percent  of  the  infected  population  will 
develop  AIDS.  In  the  calendar  year  1991 
alone  there  will  be  some  55,000  U.S.  deaths 
from  AIDS,  substantially  more  than  the 
number  of  deaths  attributable  to  auto  acci- 
dents. No  longer  will  it  be  just  those  of  us 
living  in  New  York,  San  Francisco.  Los  An- 
geles, Miami  and  Washington  who  are 
seeing  friends  and  colleagues  die  in  agony. 
AIDS  is  quickly  becoming  a  nationwide 
problem. 

IT  AFFECTS  "THEM".  NOT  "US" 

Although  AIDS  did  not  initially  present 
itself  as  an  equal  opportunity  disease  (90 
percent  of  current  cases  are  homo.sexual  or 
bisexual  men.  or  IV  drug  users),  there  is  a 
good  deal  of  informed  concern  among  epide- 
miologists that  the  disease  has  begun  to 
move  outside  the  original  risk  groups.  A 
recent  study  showed  that  in  the  New  York 
metropolitan  area  six  of  1,000  women,  and 
eight  of  1,000  men  who  applied  for  military 
service  were  infected  with  the  AIDS  virus— a 
ratio  of  nearly  one  to  one.  Heterosexual 
transmission  of  AIDS,  while  currently  ac- 
counting for  only  1  or  2  percent  of  the  total 
patient  load,  has  now  been  convincingly  doc- 
umented. Studies  in  Haiti  suggest  that  a  ma- 
jority of  AIDS  cases  there  are  acquired 
through  heterosexual  contact.  In  Africa, 
heterosexual  transmission  also  appears  to 
be  an  important  mode.  There  is  a  potential 
for  AIDS  to  cause  enormous  health  havoc  in 
that  segment  of  the  heterosexual  communi- 
ty with  multiple  sexual  partners.  In  San 
Francisco,  for  example,  it  is  estimated  that 
more  than  3,000  women  may  have  been  ex- 
posed to  the  AIDS  virus  through  sexual 
contact  with  bisexual  men  from  June  1984 
to  February  1985.  These  women  may  then 
have  passed  the  virus  on  to  their  sexual 
partners.  Female  prostitutes  in  several 
American  cities  have  shown  evidence  of  in- 
fection with  the  AIDS  virus  suggesting  they 
might  serve  as  a  source  of  infection  for  het- 
erosexual men. 

AIDS  PATIENTS  POSE  NO  HEALTH  RISK  IN  THE     . 
WORKPLACE,  IN  SCHOOL,  ETC. 

Although  there  is  scientific  consensus 
that  AIDS  is  almost  exclusively  spread 
through  the  exchange  of  blood  and  semen, 
and  that  casual  contact  poses  no  risk  of 
AIDS,  new  evidence  raises  questions  about 
blanket  assurances  that  AIDS  patients  do 
not  jeopardize  the  health  of  others:  a  sub- 
stantial minority  of  AIDS  patients  develop 
tuberculosis,  a  highly  communicable  dis- 
ease. The  finding  renders  ridiculous  general- 
ized policies  about  the  presence  of  AIDS  vic- 
tims in  public  places.  It  also  underscores  our 
need  for  compassion,  not  only  for  those  suf- 
fering with  AIDS,  but  also  for  those  who, 
with  or  without  scientific  merit,  are  terri- 
fied of  becoming  ill  as  result  of  social  inter- 
action with  an  AIDS  patient.  Education  is 
our  only  tool  here. 

WE  ARE  DOING  ALL  WE  CAN  TO  PREVENT  THE 
SPREAD  OF  AIDS 

Spectacular  progress  has  been  made  in  a 
very  short  time:  defining  high  risk  groups, 
identifying  and  isolating  the  causative  viral 
agent.  And  much  is  now  in  progress:  sophis- 
ticated surveillance  to  detect  any  change  in 
disease  incidence  and  pattens,  a  search  for  a 
vaccine  and  cure;  research  into  possible  co- 
factors  to  explain  why  some  infected  people 
develop  AIDS  and  others  do  not;  massive 
education  about  how  the  disease  is  and  is 
not  transmitted. 
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But  there  are  other  options,  to  date,  we 
have  avoided  out  of  fear  of  being  labeled 
discriminatory  or  an  understandable  reluc- 
tance to  seemingly  endorse  antisocial  behav- 
ior. (If  AIDS  were  a  disease  that  predomi- 
nantly affected  people  with  grey  eyes,  in- 
stead of  a  vocal,  well  established,  well  orga- 
nized minority  group,  would  we  be  more  ag- 
gressively seeking  to  halt  the  epidemic?) 

A  more  preventive  approach  may  be  in 
order.  Individual  states  should  evaluate  the 
efficacy  of  classic  "tracking"  protocols 
(known  as  case-contact  investigations)  in 
curbing  the  spread  of  AIDS.  (Tracking  has 
long  been  used  with  other  sexually  trans- 
mitted diseases.)  Our  society's  failure  during 
the  "liberated"  1970s  to  intervene  in  this 
fashion  to  stop  the  epidemic  of  common  and 
exotic  venereal  diseases  afflicting  the  gay 
community  is  considered  by  some  to  be  a 
great  failure  of  public  health  policy,  one 
which  may  have  left  this  population  vulner- 
able to  the  AIDS  virus. 

An  "index"  case  (here,  it  would  be  an  indi- 
vidual diag  nosed  as  having  AIDS,  ARC  or 
antibodies  to  the  virus  would  be  inter- 
viewed, names  and  addresses  of  sexual  con- 
tacts would  be  obtained;  these  sexual  con- 
tacts would  be  notified  of  possible  exposure 
to  the  AIDS  virus  and  urged  to  undergo  a 
blood  test  to  determine  if  they  are  antibody 
positive.  If  a  positive  finding  is  confirmed, 
the  individual  would  be  given  specific  in- 
structions as  to  the  implications  of  contin- 
ued sexual  activity  of  the  type  that  would 
spread  the  disease,  and  further  questioned 
as  to  names  and  addresses  of  his  or  her 
sexual  contacts,  with  subsequent  public 
health  follow-up  of  contacts  for  testing  and 
guidance. 

Tracking  would  be  extraordinarily  more 
difficult,  time  consuming  and  expensive  in 
dealing  with  AIDS  as  opposed  to  other  sexu- 
ally transmitted  diseases.  The  vast  numbers 
of  partners— many  of  them  anonymous— 
which  frequently  characterize  homosexual 
encounters,  and  the  relatively  long  latency 
period  of  this  diseasf  pose  formidable  chal- 
lenges here.  Irideed.  one  might  argue  that  it 
is  already  too  late  to  track  in  the  two  high 
risk  groups  (gays  and  IV  drug  users)  because 
such  an  extraordinarily  large  percentage  of 
these  subgroups  is  already  infected.  Case 
contact  investigations  may  have  their  most 
cost-effective  value  in  confronting  the  possi- 
ble spread  of  AIDS  in  the  heterosexual  com- 
munity. 

Tracking  has  not  yet  begun  in  any  formal 
way  in  any  state.  But  a  number  of  states 
currently  are.  or  are  seriously  considering, 
requiring  reporting  of  the  names  and  ad- 
dresses of  individuals  diagnosed  with  either 
AIDS  or  AIDS  Related  Complex.  Six  states 
now  require  physicians  to  report  the  names 
of  individuals  whose  blood  shows  evidence 
of  AIDS  exposure.  So  a  framework  for  pos- 
sible future  tracking  is  already  being  built. 

But  will  tracking  of  the  sexual  partners  of 
AIDS  and  ARC  patients— and  perhaps  those 
of  individuals  who  in  voluntary,  random 
blood  screening,  are  found  to  test  positive- 
be  enough  to  stymie  this  epidemic?  We  will 
not  know  until  we  see  the  results  of  these 
efforts.  In  the  worst  possible  scenario, 
should  the  disease  rapidly  spread  into  the 
general  population,  mandatory  blood 
screening  might  have  to  be  considered  an 
option  with  educational  intervention  and 
tracking  of  sexual  partners.  Given  the  cur- 
rent epidemiology  of  the  disease,  that  is  its 
confinement  to  two  risk  groups,  general 
screening  is  currently  impractical.  But  in 
early  1986.  U.S.  Federal  health  officials  ac- 
knowledged the  usefulness  of  screening  by 


EXTENSIONS  OF  REMARKS 

recommending  that  high  risk  individuals 
regularly  and  voluntarily  have  their  blood 
tested. 

Surely  we  will  have  outcries  about  the  vio- 
lation of  individual  rights,  and  emotional 
declarations  that  it  is  inhumane  to  terrify 
an  individual  who  may  never  develop  AIDS 
by  notifying  him  of  his  AIDS  antibody 
status.  But  hopefully,  reason  and  common 
sense  will  prevail:  The  AIDS  virus  does  not 
have  rights,  nor  do  individuals  who  persist 
in  engaging  in  activities  which  put  the  lives 
of  others  at  risk.  It  is  blatantly  selfish  for 
an  individual  to  reject  knowledge  that 
would  help  him  prevent  the  death  of  an- 
other person.  Confidentiality  has  been  an 
integral  part  of  other  preventive  medicine 
protocols,  and  could  be  here  too.  And  there 
is  the  possibility  that  such  screening  and 
identification  might  in  the  future  allow  for 
the  type  of  intervention  that  could  reduce 
the  infected  person's  risk  of  developing  the 
advanced  stages  of  AIDS. 

We  should  try  the  unthinkable:  providing 
junkies  with  clean  needles  and  syringes, 
along  with  all  the  standard  education  of  the 
health  hazards  of  drug  use.  Given  that  this 
group  holds  the  most  potential  for  introduc- 
ing AIDS  to  the  general  population  by 
means  of  sexual  contact,  it's  time  we  remove 
our  ideological  glasses  and  take  a  close  up 
look  at  anything  that  might  lessen  the 
burden  of  this  terrifying  disease. 
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FINANCIAL  DISCLOSURE.  1985 


HON.  ROMANO  L.  MAZZOU 

OF  KENTUCKY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  MAZZOLI.  Mr.  Speaker,  it  has  been  my 
custom  to  submit  a  statement  of  financial  dis- 
closure every  year  that  I  have  served  in  the 
House  of  Representatives.  While  the  law  now 
dictates  that  Members  of  Ckingress  submit  fi- 
nancial statements  in  May  of  each  year,  I  con- 
tinue to  file  this  more  detailed  family  financial 
report.  In  this  way.  my  constituents  are  kept 
fully  and  completely  informed  concerning  my 
financial  status. 

The  financial  statement  follows: 
Romano  L.  and  Helen  D.  Mazzoli  income 
and    expenses   for   calendar   year   1985— 
income 
Interest     and     dividends:     U.S. 
Treasury    Bills    (GS7-2-400- 
40-3938-01:       GT5-2-400-40- 
3938-01:   GL2-2-XXX-XX-XXXX- 
01:        HK2-2-XXX-XX-XXXX-01: 

JP2-2-XXX-XX-XXXX-01) $1,786.60 

Liberty     National     Bank     & 

Trust,  IRA  Acct.  01-527329  ....  915.78 

Liberty      National      Bank      & 

Trust.  IRA  Acct.  29-508123  ....  167.99 

Lincoln     Federal     Savings     & 

Loan,  Acct.  37339-5 225.00 

Lincoln     Federal     Savings     & 
Loan,  IRA  Acct.  1-01-205323/ 

1-01-205992 243.08 

Lincoln     Federal     Savings     & 

Loan.  IRA  Acct.  1-01-205694..  235.53 
American    United    Life    Insur- 
ance Co..  Policy  1116312 25.77 

American    United    Life    Insur- 
ance Co..  Policy  1011729 13.64 

Meritor    Savings    Bank.    Acct. 

05-99-76 85.24 

Meritor  Savings  Bank.  Acct.  5- 
18-241 83.23 


Meritor  Savings  Bank.  Acct.  05- 

96-1906 $335.15 

Government   Services   Savings 

&  Loan.  Acct.  80-450336-2 68.16 

Congressional  Federal  Credit 

Union.  62976-0 3.91 

Total    interest    and    divid- 
ends         4.189.08 


Honorariums: 

Seyforth-Shaw.  Pairweather  & 
Geraldson,  Attys.  at  Law 
(February) 1,000.00 

Food  Service  Lodging  Institute 
(February) 500.00 

Laffer  Institute  (March) 1.000.00 

Grinnell  College  (April) 700.00 

National  Association  of  Broad- 
casters (May) 1.500.00 

National  Association  of  Manu- 
facturers (May) 500.00 

Kentucky  Country  Day  School 
(June) 500.00 

Northern  Kentucky  Chamber 
of  Commerce  (June) 238.00 

National  Cable  Television  As- 
sociation (June) 1,500.00 

Motion  Picture  Association  of 
America  (August) 2,000.00 

Consul  General  of  Italy  (De- 
cember)    250.00 

The  Brookings  Institution  (De- 
cember)    300.00 

Total  honorariums 9,988.00 

Salary: 
U.S.  House  of  Representatives 

(R.L.  Mazzoli) 74.891.63 

V.V.K.R.,        Inc.        Architects 

(Helen  Mazzoli) 961.54 

Data  Management  Specialists. 

Inc.  (Helen  Mazzoli) 18,119.19 

Total  salaries 93.972.36 

Gross  income 108.149.44 

Romano  L.  and  Helen  D.  Mazzoli  Jtatemenl 
of  financial  worth  as  of  December  31.  1985 
Cash  on  deposit: 
Lincoln     Federal     Savings     & 

)an.  Acct.  10373390 4.205.96 

Meritor   Savings   Bank.    NOW 

Acct.  5-99-76 1.202.88 

Meritor     Savings     Bank,     CD 

Acct.  05-18-00241 894.90 

Meritor    Savings    Bank,    M.M. 

Acct.  05-96-1906 4.104.15 

Sergeant  At  Arms.  U.S.  House 
of      Representatives.      Acct. 

5348 2.502.98 

Congressional  Federal  Credit 
Union.  62976-0 79.87 

ToUl 12.990.74 

Individual  retirement  accounts: 
Liberty  National  Bank  &  Trust 

Co.,  IRA  Acct.  29-508123 2,167.99 

Liberty  National  Bank  &  Trust 

Co.,  IRA  Acct.  01-527329 10,224.58 

Lincoln     Federal     Savings     & 

Loan,  IRA  Acct.  1-01-205992..       2.622.63 
Lincoln    Federal    Savings    & 

Loan,  IRA  Acct.  1-01-205694..       2,392.37 

Total 17.407.57 

Bonds  and  Treasury  bills: 
U.S.  Government  Bonds,  Series 

E 1.798.78 

U.S.  Treasury  Bill,  Acct.  KFO- 

2-XXX-XX-XXXX-01 10.000.00 


24694 

U.S.  Treasury  Bill.  Acct.  JR6- 
2-XXX-XX-XXXX-01 $10,000.00 
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Total 21.798.7ff 


Real  property: 
939  Ardmore  Drive.  Louisville, 

Kentucky  (Assessed  Value) ....     42.000.00 
Less:   Mortgage,   the   Cuml)er- 

land  S&L  Assn 6.735.79 

Total 35,264.21 

1030  Anderson  Street,  Alexan- 
dria, Virginia  (Assessed 
Value) 109.200.00 

Less:  Mortgage.  Cowger  & 
Miller  Co 43.637.56 

Total 65,562.44 

Cash  surrender  value  of  life  in- 
surance policies: 

American  United  Life  Insur- 
ance Co.,  Policy  1011729 4.915.31 

American  United  Life  Insur- 
ance Co..  Policy  1116312 1,015.63 

Total 5,930.94 

Federal  employees  retirement 
system:  accumulated  contribu- 
tions       65,767.00 

Automobiles: 

1965  Rambler 200.00 

1973  Chevrolet 1,199.00 

1985  Chevrolet.  Assessed  Value. 
$9,531:  less  mortgage.  Con- 
gressional Fed.  C.U.  $7,061.69        2,469.31 

Total 3.868.31 

Household  goods  and  miscellane- 
ous personal  property  8,000.00 

Total  assets 236,589.99 

Liabilities: 
Congressional    Federal    Credit 

Union.  Loan  62976-3 658.38 

Miscellaneous 1.000.00 

Total 1,658.38 

Net  assets 234.931.61 

Romano  L.  and  Helen  D.  Mazzoli.  1985 
income  tax  recapitulation  (Federal  State, 
and  local/ 

Federal: 

Gross  Income $107,358.00 

Adjustments  to  Income...  8.708.00 

Adjusted  Gross  Income 98,650.00 

E>eductions  and  Exemp- 
tions   18,933.00 

Taxable  Income 79,717.00 

Tax  Due  (With  Applica- 
ble Tax  Credits) 23.027.00 

Tax  Withheld 24.944.00 

Refund 1,917.00 

Kentucky: 
Tax  Withheld  and  Tax 

Credit 3,357.00 

Tax  Due 3,118.00 

Refund 239.00 

Virginia: 

Tax  Withheld 893.00 

Tax  Due 332,00 

Refund 561.00 

Louisville    and    Jefferson 
County  (Kentucky)  Tax 
Due 364.00 


HON.  LEE  H.  HAMILTON 

OF  INDIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday.  September  17.  1986 

Mr.  HAMILTON.  Mr.  Speaker,  I  would  like  to 
Insert  my  Washington  Report  for  Wednesday, 
September  3,  1986,  into  the  Congressional 
Record: 

Tax  Reform 

Last  week  a  House-Senate  conference 
committee  agreed  to  the  most  sweeping  revi- 
sion of  the  federal  tax  code  in  its  73-year 
history,  the  bill  will  affect  every  American 
and  every  corner  of  the  economy.  The  tax 
bill  will  be  sent  to  the  House  and  Senate  for 
one  up  or  down  vote,  with  no  amendments 
permitted.  It  is  almost  sure  to  be  approved 
by  Congress  and  signed  by  the  president. 

The  effects  of  this  legislation  aren't  easy 
to  predict,  but  the  bill  represents  a  funda- 
mental change  in  tax  policy.  It  reasserts  the 
income  tax's  primary  purpose  as  a  collector 
of  revenue,  and  reverses  a  40-year  practice 
of  using  the  code  as  a  major  tool  for  hidden 
industrial  policies  and  social  and  economic 
engineering.  It  attempts  to  lessen  the  im- 
portance of  the  tax  code  in  daily  decision- 
making. It  goes  a  long  way  toward  leveling 
the  economic  playing  field.  It  attempts  to 
achieve  equity  and  guarantee  that  poor 
people  don't  pay  more  taxes  than  some  mil- 
lionaires, and  that  people  in  the  middle 
class  will  no  longer  pay  taxes  at  a  higher 
rate  than  some  corporations.  The  result  is  a 
simpler,  more  efficient  code  with  sharply 
lower  tax  rates  for  both  individuals  and  cor- 
porations and  restrictions  on  most  loop- 
holes. 

The  hardest  bargaining  was  over  the  dis- 
tribution of  tax  benefits  and  burdens.  The 
bill  shifts  about  $120  billion  in  taxes  from 
individuals  to  corporations  over  the  next  6 
years,  ending  a  30-year  slide  in  business's 
share  of  the  federal  tax  burden.  The  lower 
rates  in  the  bill  are  the  real  reform,  and  the 
overwhelming  reason  for  its  appeal.  The  top 
individual  rate  will  drop  from  50%  to  28%. 
Most  taxpayers  would  fall  into  a  second, 
15%  bracket.  By  nearly  doubling  the  person- 
al exemption  and  boosting  the  standard  de- 
duction, the  bill  will  cut  taxes  for  most 
people  earning  less  than  $20,000  a  year.  It 
virtually  ends  tax  shelters  and  repeals  the 
preferential  low  rate  for  capital  gains,  bene- 
fits enjoyed  predominantly  by  the  wealthy. 
Tough  minimum  taxes  make  it  harder  for 
wealthy  individuals  and  corporations  to 
avoid  taxes.  The  bill  is  also  a  major  anti- 
poverty  program.  The  taxes  of  the  poor 
have  risen  in  recent  years,  and  this  bill  re- 
dresses that  by  removing  over  6  million  poor 
households  from  the  federal  tax  rolls. 

Equally  significant,  the  bill  keeps  tax  ben- 
efits important  to  the  middle  class.  Deduc- 
tions for  mortgage  interest  and  for  state 
and  local  property  and  income  taxes  stay 
intact.  The  deduction  for  Individual  Retire- 
ment Accounts,  though  restricted,  survives. 
Other  popular  deductions— notably  the  one 
for  consumer  interest  payments— would  be 
cut  back.  But  for  most  taxpayers,  the  rate 
cuts  and  increased  personal  exemption  and 
standard  deduction  would  more  than  offset 
any  lost  deductions.  Over  80%  of  all  taxpay- 
ers will  get  a  tax  cut. 

The  bill  is  not  without  critics.  By  replac- 
ing the  current  14  brackets  with  only  2,  the 
bill  drops  the  appearance  of  steeply  progres- 
sive tax  rates,  once  a  symbol  of  the  commit- 


ment to  increasing  the  equality  of  income 
distribution.  But  the  rich  have  used  loop- 
holes and  shelters  to  avoid  high  tax  rates, 
and  the  bill  takes  away  their  major  dodges. 
The  plan  does  not  redistribute  the  tax 
burden  between  the  rich  and  the  middle 
class.  Despite  claims  that  the  bill  eliminates 
loopholes,  many  preferences  remain,  and 
many  new  ones  were  added.  Most  of  the  new 
provisions  are  narrow,  and  the  sharp  reduc- 
tion in  rates  means  all  tax  breaks  will  be 
worth  less.  Simplification,  always  an  objec- 
tive of  tax  reform,  has  not  been  achieved 
for  all  taxpayers.  Many  features  of  the  bill 
will  complicate  tax  preparation  for  some 
people.  Moreover,  tax  reform  does  not  nec- 
essarily mean  tax  relief.  The  average  tax  cut 
would  be  a  modest  6%— between  $2.50  and 
$8  a  week  for  most  taxpayers.  Some  taxpay- 
ers will  pay  more. 

The  bill  could  hurt  some  taxpayers.  Some 
worry  that  the  reduction  in  the  depreciation 
allowance,  coupled  with  the  repeal  of  the  in- 
vestment tax  credit  and  the  loss  of  preferen- 
tial rates  for  capital  gains,  will  depress  in- 
vestment in  plants  and  equipment  and  hurt 
competitiveness,  especially  in  capital-inten- 
sive industries  like  steel  and  autos.  Colleges 
and  universities  fear  that  changes  in  the 
charitable  deduction  and  limits  on  the  use 
of  tax  exempt  bonds  will  cause  a  drop  in 
gifts  to  them  and  slow  new  construction.  In- 
dustries like  real  estate,  banking,  defense 
and  oil  and  gas  say  they  have  been  hit  so 
hard  that  the  entire  economy  will  suffer. 

Reformers  hope  that  lower  business  tax 
rates  will  stimulate  the  economy,  offsetting 
the  loss  of  preferences.  The  bill  cuts  the  top 
corporate  rate  from  46%  to  34%.  Lower 
rates  and  the  end  of  many  shelters  should 
lead  to  more  efficient  allocation  of  capital 
and  create  a  uniform  tax  burden  among  in- 
dividual companies  and  among  sectors  of 
the  economy.  Individuals  and  companies 
should  make  investments  based  on  their  po- 
tential for  profits,  not  phony  tax  losses.  By 
historical  standards,  the  corporate  tax 
burden  is  still  very  low,  and  the  new  code 
sets  U.S.  corporate  rates  below  those  of 
most  of  its  trading  partners.  But  because 
the  tax  code  interacts  with  so  many  aspects 
of  the  economy,  it  is  impossible  to  predict 
the  bill's  impact  on  the  economy  with  cer- 
tainly. Inevitably,  tax  reform  will  have  un- 
foreseen consequences. 

Even  with  its  flaws,  I  think  the  bill  is  a 
welcome  shift  in  tax  policy.  The  idea  was  to 
make  the  system  fairer,  to  restore  market 
efficiences  to  industries  that  have  been 
stimulated  by  tax  rules,  and  to  take  the  tax 
system  out  of  ordinary  economic  decision- 
making. More  fundamentally,  the  bill  may 
reduce  widespread  discontent  with  the  tax 
system  and  with  government  in  general. 
The  tax  system  affects  more  Americans 
than  any  other  government  program.  If  it 
seems  to  operate  unfairly  or  inefficiently,  it 
erodes  public  trust  in  government.  As  tax 
breaks  multiplied,  everyone  wanted  to  ex- 
ploit old  ones  and  create  new  ones.  Many  of 
the  breaks  were  worthy,  but  together  they 
made  the  tax  system  inconsistent  and 
unfair.  This  bill  breaks  that  cycle. 

No  one  expects  this  bill  to  be  the  final 
chapter  in  tax  reform,  but  I  hope  that  Con- 
gress will  resist  pressure  to  start  adding  spe- 
cial breaks  back  to  the  fairly  rational  tax 
system  of  this  tax  bill.  It  would  be  best  to 
let  tax  matters  settle  for  a  while. 
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WHO  PAYS  FOR 
PROTECTIONISM? 


HON.  WILLIS  D.  GRADISON,  JR. 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  GRADISON.  Mr.  Speaker,  protectionism 
is  costly.  Protecting  jobs  in  one  sector  Is  paid 
for  In  two  ways— by  lost  jobs  in  other  sectors, 
and  by  Increases  In  prices  paid  by  consumers. 

In  this  regard,  I  wish  to  call  to  the  attention 
of  my  colleagues  some  startling  new  data  on 
the  costs  to  consumers  from  protectionism. 
They  appear  In  the  following  editorial  from  the 
September  13-19,  1986,  Economist,  and  Is 
drawn  from  a  study  by  the  World  Bank. 

Soaked  by  Protectionists 

it  is  consumers  who  pay  for  the  jobs  that 

trade  barriers  purport  to  save 

Mention  the  eighth  round  of  negotiations 
on  the  General  Agreement  on  Tariffs  and 
Trade  (GATT)  which  begins  in  Punta  del 
Este  next  week,  and  most  people  will  sud- 
denly remember  that  they  need  to  top  up 
their  drink.  Yet  buyers  of  just  about  every- 
thing, from  cars  to  clothes  to  computers  to 
corn,  will  pay  more  for  lower  quality  stuff  if 
these  seemingly  boring  talks  in  an  obscure 
seaside  town  in  Uruguay  are  a  failure. 

All  of  which  ilustrates  a  sad  truth.  Protec- 
tionism costs  money  and  consumers  foot  the 
bill.  But  the  particular  interest  of  makers 
of,  say,  rubber  shoes  with  canvas  uppers" 
(tradespeak  for  trainers)  to  keep  out  com- 
petitive products  overrides  the  general  in- 
terest of  consumers  to  keep  down  the  prices 
of  tennis,  gym  and  jogging  shoes.  So  protec- 
tionist lobbies  continue  to  get  away  with 
import  restrictions,  voluntary  restraint 
agreements,  market-sharing  arrangements 
and  101  other  deals  that  rob  the  consumer. 

COUNTING  THE  COST 

Most  such  deals  are  sold  to  the  public,  and 
to  the  politicians  they  elect,  as  necessary  to 
save  jobs.  It  is  a  spurious  pitch  by  the  lobby- 
ists. The  World  Banks  1986  Development 
Report  puts  the  'efficiency  loss"  of  each  job 
saved  by  protectionist  measures  in  the 
American  clothing  industry  at  $169,600  in 
1980:  in  the  European  clothing  industry  at 
$124,700,  also  in  1980;  and  in  the  American 
steel  industry  at  $71,100  in  1985.  Another 
study  puts  the  cost  of  saving  a  job  in  the 
non-leather  shoe  industry  in  Britain  at 
about  12  times  the  cost  of  adjusting  to  free 
trade.  It  reckons  that,  to  keep  British  shoe- 
makers permanently  in  business,  the  cost 
(discounted  back  to  todays  money)  would 
be  £2.35  billion  ($3.5  billion),  about  £117  for 
every  household. 

Consumers  seldom  spot  what  is  happen- 
ing, except  when  a  trade  barrier  is  suddenly 
brought  between  them  and  their  favourite 
import.  A  "voluntary  export  restraint" 
agreement  rationed  the  sale  of  Japanese 
cars  in  the  United  States:  in  1984  American 
buyers  of  Japanese  cars  found  that  they 
were  paying  an  average  of  $1,300  more  per 
car  than  they  would  have  done  if  the  Japa- 
nese had  not  been  forced  to  volunteer  for 
anything.  Britain  has  had  a  similar  "agree- 
ment" with  Japan  for  years,  so  the  British 
are  less  aware  that  they  pay  about  15% 
more  than  they  need  to  for  cheaper  Japa- 
nese cars. 

Since  just  about  everybody  wears  clothes, 
the  cost  of  protectionism  in  textiles  and 
clothing  should  rouse  almost  every  voter 
against  it.  One  British  study  reckons  that 
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abolishing  the  Multifibre  Arrangement, 
which  protects  textile  businesses  in  the  rich 
countries  from  third-world  competitors, 
would  let  Britons  pay  5-10%  less  for  their 
clothes.  In  the  EEC  as  a  whole,  the  cost  of 
protecting  clothing  producers  was  put  at 
$1.4  billion  as  long  ago  as  1980:  in  America, 
at  $1.5  billion. 

The  cost  has  certainly  risen  since  then— 
and  it  is  the  poore.st  consumers  that  get  the 
worst  deal.  Think  of  the  costs  of  protection 
as  a  tax,  and  treat  it  as  a  surcharge  on  the 
income  tax  that  people  pay.  That  is  what 
the  World  Bank  did:  it  found  that,  based  on 
1984  figures,  import  restrictions  in  America 
amount  to  an  income-tax  surcharge  of  66% 
on  people  earning  around  $8,000  a  year.  For 
those  on  $60,000,  the  surcharge  falls  to  5%. 

Since  every  country  is  protectionist 
(though  some  more  than  others),  all  are  im- 
poverishing themselves.  Trade  liberalisation 
would  bring  big  gains  to  consumers  every- 
where, especially  if  it  were  extended  to 
farming.  On  admittedly  heroic  assumptions, 
the  World  Bank  reckons  that  industrial 
countries  would  reap  an  efficiency  gain  of 
$48.5  billion  (in  1980  dollars)  if  they  unilat- 
erally liberalised  their  agricultural  trade 
and  that  developing  countries  would  gain 
$28.2  billion  if  they  did  the  same.  The  only 
(short-term?)  lo.ser  would  be  Eastern 
Europe,  which  feeds  its  cattle  subsidised 
American  grains  and  its  people  subsidised 
EEC  butter. 

So  why  wont  trade  ministers  be  banging 
their  desks  in  Punta  del  Este  in  support  of 
free  trade?  Blame  sectional  interests.  Pro- 
ducers of  uncompetitive  products— Ameri- 
can semiconductor  chips,  British  coal. 
French  video-cassettes,  Japanese  rice,  Aus- 
tralian cars.  Indonesian  petrochemicals.  Bel- 
gian textiles— can  bend  the  ears  and  swing 
the  careers  of  local  politicians.  The  loudest 
voices  are  those  that  wasn  of  the  social  costs 
of  the  closure  of  this  factory  or  that  mine, 
pnd  the  votes  that  can  be  lost  as  a  result. 

The  scattered,  shotgun  interest  thai  con- 
sumers have  in  freer  trade  is  often  no  match 
for  the  rifle-fire  precision  of  those  with  a 
narrow  vested  interest  in  protectionism.  Yet 
if  the  negotiators  for  the  92  countries  in  the 
GATT  round  do  not  put  the  consumers 
first,  just  about  everybody  will  be  a  loser,  by 
amounts  that  it  is  absurd  to  foist  on  ordi- 
nary households. 


H.R.  5259,  ADAMHA 
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on  a  long-overlooked  area,  the  mental  health 
needs  of  the  aged. 

The  President's  (Commission  on  Mental 
Health  estimated  that  1 5  percent  of  the  popu- 
lation at  large  is  at  risk  for  mental  illness,  but 
among  the  elderly,  20  to  25  percent  are  at  nsk 
and  in  need  of  mental  health  Intervention.  Ex- 
perts tell  us  that  mental  decline  is  not  a 
normal  aspect  of  aging  and  much  of  what  was 
thought  to  be  senility  has  t)een  found  to  be  an 
acute— and  treatable— mental  health  problem. 
Researchers  have  found  that  many  elderly 
have  been  misdiagnosed  as  "senile"  and  left 
untreated  when  they  were  actually  expenenc- 
ing  depression  or  anxiety,  from  involuntary 
events  like  loss  of  a  spouse,  declining  physi- 
cal health,  loneliness,  disruption.  Additionally, 
NIMH  has  estimated  that  58  percent  of  nurs- 
ing home  residents  suffer  from  chronic  mental 
illness,  but  the  1977  National  Nursing  Home 
Survey  found  that  only  20  percent  have  been 
diagnosed  as  having  mental  Illness. 

It  IS  our  hope  that  elevating  the  mental 
health  needs  of  the  elderly  In  research  will 
create  more  awareness  of  these  problems, 
more  understanding  and  ultimately  better 
training  of  health  care  personnel.  The  bill  con- 
tinues an  Important  research  effort  of  the  Fed- 
eral Government 


HON.  DOUG  WALGREN 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17.  1986 
Mr.  WALGREN.  Mr.  Speaker,  I  am  pleased 
that  the  HoUse  yesterday  passed  H.R.  5259, 
the  bill  extending  research  on  alcohol,  dnjg 
abuse  and  mental  health.  Underglrding  the 
strong  antidrug  abuse  effort  the  House  adopt- 
ed last  week  with  my  support  should  be  a 
strong  research  effort  to  identify  the  causes  of 
addiction  and  to  find  cures. 

I  would  like  to  highlight  an  amendment  I  au- 
thored that  directs  the  National  Institute  of 
Mental  Health  to  make  the  mental  health 
needs  of  the  elderly  a  priority.  I  am  grateful  to 
the  Energy  and  Commerce  Committee  for 
unanimously  adopting  my  amendment. 

In  light  of  the  "graying  of  America,"  the 
growing  number  of  elderly  people,  I  believe 
that  NIMH  should  be  focusing  more  attention 


THE  HOOSIER  IMPRINT  ON 
WASHINGTON 


HON.  LEE  H.  HAMILTON 

OF  INDIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17.  1986 

Mr.  HAMILTON.  Mr.  Speaker,  I  would  like  to 
insert  my  Washington  Report  for  Wednesday, 
August  20,  1986  into  the  Congressional 
Record: 

The  Hoosier  Imprint  on  Washington 

Washington  city  planners  are  now  work- 
ing on  designs  for  Indiana  Plaza,  a  square 
on  Washington  D.C.'s  Indiana  Avenue.  The 
plaza  recognizes  the  Hoosier  contribution  to 
the  Nation  and  its  Capital.  In  a  city  practi- 
cally built  with  Indiana  limestone,  whose 
football  team  fields  Indiana-trained  quarter- 
back Babe  Laufenberg,  and  whose  latest 
cabinet  addition.  Secretary  of  Health  and 
Human  Services  Otis  Bowen,  is  a  former  In- 
diana governor,  acknowledging  Indiana  with 
a  park  may  seem  an  unnecessary  gesture. 
But  we  Hoosiers  who  work  in  or  visit  Wash- 
ington appreciate  it  anyway. 

The  Indiana  Washington  Society,  a  club 
for  Hoosier  displaced  in  the  capital,  has 
raised  $15,000  to  pay  for  improvements.  The 
square's  centerpiece  is  an  obelisk  memorial- 
izing the  Grand  Army  of  the  Republic 
(GAR),  an  organization  of  Civil  War  veter- 
ans which  flourished  around  the  turn  of  the 
century. 

The  statues  of  two  Hoosiers  who  were  well 
known  to  those  veterans  stand  in  this  town. 
In  1864,  an  Act  of  Congress  allowed  each 
state  to  put  2  statues  in  the  Capitol  build- 
ing. Among  the  bronze  and  marble  like- 
nesses of  Will  Rogers  (Oklahoma)  and 
Queen  Lililoukalani  (Hawaii)  are  Hoosier 
Lew  Wallace  of  Brookville  and  Oliver  P. 
Morton  of  Centerville.  Both  were  instru- 
mental in  raising  the  army  of  Indiana  vol- 
unteers that  stood  between  the  capital  city 
and  the  Confederate  invaders.  Both  distin- 
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guished  themselves  in  later  careers,  Wallace 
as  the  author  of  Ben  Hur,"  and  Morton  as 
a  statesman.  Governor  and  Senator. 

Indiana's  artistic  contribution  to  Washing- 
ton does  not  end  at  those  two  statues.  Three 
blocks  up  7th  Street  from  Indiana  Plaza,  at 
the  Museum  of  American  Art.  visitors  can 
view  works  by  William  Merritt  Chase,  origi- 
nator of  a  style  of  American  Impressionism 
called  the  'Hoosier  School. "  Here  al.so  are 
two  works  by  Indiana  painter  Donald  Matti- 
son.  One.  entitled  "Indiana  Farming."  was  a 
rough  draft  of  a  mural  Mattison  designed 
for  the  post  office  in  Tipton.  Indiana.  In 
1984.  the  Museum  hosted  a  travelling  exhib- 
it of  works  by  Robert  Indiana,  the  modern 
artist  (known  to  friends  in  New  Castle,  Indi- 
ana, as  Robert  Clark)  who  took  on  the  name 
of  his  home  state.  His  sculpture  in  New 
York  City's  Central  Park  of  the  word  love" 
with  its  letters  stacked  and  Us  leaning  o' 
became  a  pop  artifact,  as  much  a  part  of  the 
sixties  as  lava  lamps  and  beanbag  chairs. 

Indiana  also  contributes  to  the  lively  arts 
in  Washington.  Indiana  University  and  Han- 
over College  theater  groups  have  performed 
at  the  Kennedy  Center.  In  February. 
Joshua  Bell,  the  prodigy  violinist  from 
Bloomington.  gave  a  concert  at  the  Library 
of  Congress  where  Scott  Watkins.  a  pianist 
from  Madison,  performed  last  November. 

The  state's  most  evident  contribution  to 
the  nation's  capital  is  undoubtedly  lime- 
stone. As  a  student  at  Indiana  University  I 
noticed  that  one  quality  of  an  Indiana  lime- 
stone building  is  its  reddish  sheen  at  sunset 
as  angled  light  hits  the  stone  walls.  The 
same  effect  can  be  seen  all  over  Washington 
at  this  time  of  year.  The  National  Cathe- 
dral, the  Pentagon,  .several  Smithsonian 
Buildings,  a  large  number  of  agency  office 
buildings,  and  most  recently  the  Capitol 
itself  are  faced  with  stone  quarried  around 
Bloomington  and  Bedford.  Stonecutters  at 
the  Bybee  Stone  Company  near  Ellettsville 
are  currently  carving  column  caps  to  replace 
the  ones  crumbling  from  the  Capitols  West 
Front.  The  Virginia  sandstone  of  the  build- 
ing's original  wall  is  being  replaced  by  Indi- 
ana limestone,  rated  by  the  Architect  of  the 
Capitol  as  a  superior  building  material. 

Indiana  sends  thousands  of  tourists  to 
Washington  each  year.  In  many  of  the  land- 
marks they  visit  are  reminders  of  their 
home  state.  Hoosiers  touring  the  FBI  build- 
ing, for  instance,  will  see  weapons  used  by 
John  Dillinger's  gang  to  raid  banks  in  Indi- 
ana and  across  the  Midwest.  In  the  Air  and 
Space  Museum  are  planes  flown  by  the 
Amelia  Earhart.  once  Purdue's  Dean  of 
Women. 

Numerous  items  from  Indiana's  past  can 
be  seen  in  the  Museum  of  American  History. 
In  that  museum's  exhibit  of  inventions  sub- 
mitted to  the  U.S.  Patent  Office  are  many 
models  from  Indiana  inventors.  Richard  J. 
Catling  of  Indianapolis  applied  on  Novem- 
ber 4,  1862  for  a  patent  on  his  Improved  Re- 
volving Machine  Gun.  His  "improvement, " 
which  can  be  seen  in  the  exhibit,  revolution- 
ized warfare  in  the  latter  19th  century. 
With  the  Gatling  gun  are  models  of  the  Cox 
and  Fanning  school  desk,  made  in  Rich- 
mond, Indiana,  which  was  familiar  to 
schoolchildren  across  the  country  early  in 
this  century,  and  the  Bevil  windmill,  built  in 
Indianapolis. 

In  the  automotive  section  is  everything 
from  Elwood  Haynes's  two-cycle,  single-cyl- 
inder, one-horsepower  horseless  carriage 
built  in  Kokomo  in  1894  to  the  STP- 
Brawner  Hawk  that  carried  Mario  Andretti 
to  the  winner's  circle  at  Indianapolis  in  1969 
at  an  average  speed  of  156.8  mph. 
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The  American  Maritime  Enterprise  Exhib- 
it has  a  display  on  the  propeller  ship  Indi- 
ana, one  of  the  first  steamships  to  use  screw 
propulsion.  Built  in  1858  in  Vermillion. 
Ohio,  the  Indiana  plied  the  Great  Lakes  for 
ten  years  before  it  sank  in  Lake  Superior.  In 
1979.  it  was  rediscovered  and  divers  working 
in  32  meters  of  near-freezing  water  raised 
the  remnants  of  its  powerplant.  No  other 
commercial  maritime  engine  or  propeller  of 
comparable  antiquity  is  known  to  survive. 
Museum  officials  hope  to  reconstruct  the 
Indiana's  entire  engine  and  include  it  in  the 
display.  Also  in  the  maritime  exhibit  are 
models  of  tugs  used  on  the  Ohio  River  such 
as  the  Jack  D.  Wofford.  built  in  1966  for 
American  Commercial  Barge  Lines. 

Our  state's  most  notable  contribution  to 
the  nation's  capital,  however,  is  undoubted- 
ly the  people:  Two  presidents  (Benjamin 
Harrison  and  William  H.  Harrison),  four 
Vice-Presidents,  a  Supreme  Court  Justice, 
14  cabinet  members  including  3  Secretaries 
of  Agriculture  and  3  Secretaries  of  State,  3 
Postmasters  General,  and  other  generals 
and  legislators.  They  have  all  left  their 
mark.  Almost  every  week  I  discover  new  evi- 
dence of  the  contributions  of  Hoosiers.  This 
list  is  far  from  complete.  Those  given  here 
are  just  a  few  examples  of  the  many  ways  in 
which  Indiana  has  placed  its  imprint  on 
Washington. 


DR.       WILLIAM       SPEIGHT      AND 
CONGRESSMAN  AUGUSTUS 

HAWKINS;       MAKING       MAJOR 
CONTRIBUTIONS  TO  THE 

LARGEST    BLACK    COMMUNITY 
ON  THE  WEST  COAST 


HON.  PARREN  J.  MITCHELL 

OF  MARYLAND 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  MITCHELL.  Mr.  Speaker,  in  1967,  short- 
ly after  "the  long  hot  summer"  of  1965  when 
riots  exploded  in  Watts,  the  largest  black  com- 
munity on  the  west  coast,  the  Watts  Health 
Center  was  first  opened  to  render  health  care 
to  a  struggling  community. 

The  following  editorial,  which  appeared  in 
the  Washington  Post  on  September  7,  is  a 
tribute  to  Dr.  William  Speight  of  the  Watts 
Health  Center,  and  to  my  good  friend  and  col- 
league Congressman  Augustus  Hawkins, 
chairman  of  the  House  Education  and  Labor 
Committee,  for  their  significant  contnbutions  to 
this  community. 

[From  the  Washington  Post.  Sept.  7.  1986] 

An  Oasis  of  Hope  in  the  Watts  Community 

(By  Colman  McCarthy) 

Los  Angeles.— At  the  Watts  Health 
Center,  which  .serves  about  180,000  patients 
a  year  from  the  largest  black  community  on 
the  West  Coast.  Dr.  William  Speight  is  the 
senior  physician.  Of  the  33  full-time  doc- 
tors, he  has  been  here  the  longest— nearly 
20  years.  That  goes  back  to  1967  when  the 
center,  about  seven  miles  southeast  of 
downtown  Los  Angeles,  served  its  first  pa- 
tient. 

At  the  time,  the  streets  of  Watts  were  like 
its  spirit— smoldering  and  recovering.  Two 
years  before,  when  "burn  baby  burn"  was 
the  call  to  action  and  ■the  long  hot 
summer"  was  the  nervous  phrase  of  politi- 
cians fearing  the  worst.  Watts  exploded  in 
blood-flowing  riots. 
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The  rampage  left  35  dead.  900  injured, 
more  than  4,000  arrested  and  nearly  $200 
million  in  property  damage.  The  National 
Guard  sent  in  15,000  troops,  with  the  U.S. 
Army  adding  three  brigades  of  its  40th  Ar- 
mored Division.  Los  Angeles  mayor  Sam 
Yorty  blamed  the  communists.  The  commu- 
nists, in  Pravda,  ran  a  cartoon  showing 
Lyndon  Johnson  dispatching  troops  to  two 
war  zones.  Vietnam  and  Watts. 

Dr.  Speight  remembers  those  days.  But  he 
would  rather  talk  about  how  the  communi- 
ty, spent  of  it  rage,  revived  itself  to  organize 
such  lasting  strength  as  the  health  center. 
Speight,  a  graduate  of  Howard  University 
Medical  School,  estimates  that  he  has  seen 
tens  of  thousands  of  patients.  Ranging  from 
family  to  emergency  medicine,  he  averages 
between  35  to  45  patients  a  day. 

In  a  clinic  hallway.  Speight  said.  We're 
giving  a  great  amount  of  good  health  care 
here  to  a  larger  number  of  people  than  in 
1967.  We've  made  quite  an  impact  on  the 
health  of  the  community."  As  to  why  he  has 
stayed  all  these  years,  Speight,  in  eloquent 
simplicity,  says:  "I  went  into  medicine  to 
render  service  where  it  was  needed.  I  found 
my  place." 

One  of  the  reasons  I  stopped  by  the  Watts 
Health  Center  the  other  day  was  sentimen- 
tal. I  was  here  on  opening  day  in  September 
1967.  working  at  the  time  for  the  Office  of 
Economic  Opportunity,  which  had  funded 
the  center  for  $2.4  million.  Although  spend- 
ing for  the  war  in  Vietnam  was  about  to 
drain  any  kind  of  meaningful  money  for  the 
war  on  poverty,  federal  officials  spoke  then 
in  language  that  is  heard  nowhere  today. 

In  a  speech  at  dedication  ceremonies  for 
the  center.  Sargent  Shriver  said  that  it  rep- 
resented a  human  victory.  It  will  not  treat 
bodies,  it  will  deal  with  people.  It  will  not  be 
a  financial  success,  it  will  be  a  human  suc- 
cess ...  Do  we  have  the  psychic  strength  to 
eliminate  poverty?  Are  we  going  to  buckle 
under  to  the  pressure  of  riots?  Can  we 
stretch  ourselves  to  include  all  Americans  in 
our  national  pride?  This  is  how  a  country 
grows  to  greatness." 

Two  decades  later.  Watts,  and  the  rest  of 
the  country,  has  an  administration  that  has 
shifted  from  a  war  on  poverty  to  a  war  on 
the  poor.  Despite  heroic  citizens  like  Wil- 
liam Speight  and  successes  like  the  health 
center.  Watts  remains  an  enclave  of  victims. 
In  1965.  two  weeks  after  the  riots.  Gov. 
Edmund  Brown  appointed  former  CIA  di- 
rector John  McCone  to  head  a  commission 
to  recommend  rungs  on  which  Watts  could 
ladder  up  from  poverty.  The  McCone 
Report  came  back  with  the  inevitable  list: 
better  schools,  better  job  programs,  better 
transportation,  housing  and  social  services. 

In  1985.  the  Los  Angeles  county  and  city 
human-relations       commissions       did       a 
McCone  Revisited  "  study.  Among  the  find- 
ings: 

"Of  the  600  low-cost  housing  units  author- 
ized, only  300  have  been  built  during  the  19 
years  since  the  riots,  and  no  single-family 
housing  has  been  built  in  the  area. " 

"While  black  infant  mortality  declined 
from  26.8  per  1.000  births  in  [Watts],  it  is 
still  more  than  twice  the  10.5  per  1,000  rate 
for  white  infants." 

"Unemployment  for  black  teenagers  is 
close  to  50  percent." 

"McCone  Revisited"  concluded  that  the 
blights  today  "are  substantially  the  same  as 
those  in  1965.  " 

In  Congress.  Watts  has  been  served  since 
1962  by  Rep.  Gus  Hawkins,  a  liberal  Demo- 
crat who  has  not  become  lost  in  the  neo-lib- 
eral  or  neo-conservative  clouds  of  mist  now 
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turning  American  politics  into  a  dull  soggi- 
ness.  Hawkins  is  79  and  the  chairman  of  the 
House  Education  and  Labor  Committee 
through  which  much  of  the  current  misery 
of  the  poor  passes.  His  liberalism  has  re- 
mained impeccably  conscientious  as  well  as 
practical:  Initial  investments  of  federal 
money  into  social  programs  save  enormous 
costs  later.  The  investments  have  now  been 
slashed,  with  larger  and  larger  bills  soon 
coming  due. 

At  the  Watts  Health  Center,  the  savings 
have  been  large.  If  the  cost-analysis  crowd 
needs  a  precise  number,  let  it  spend  time 
talking  with  the  staff  and  the  families  it 
serves.  Start  with  William  Speight.  His  con- 
tributions, in  skill  and  soul,  have  probably 
been  the  most  cost-effective  of  all.  He  has 
saved  lives. 


CONGRESS  INTENDED         THE 

NORTHWEST  POWER  COUNCIL 
TO  BE  MORE  THAN  A  MERE 
•ADVISORY"  BODY 


HON.  AL  SWIFT 

OF  WASHINGTON 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday.  September  17.  1986 

Mr.  SWIFT.  Mr.  Speaker,  just  under  6  years 
ago,  Congress  enacted  the  Pacific  Northwest 
Power  Planning  and  Conservation  Act.  As  the 
prime  sponsor  of  H.R.  8157,  the  House  substi- 
tute to  S.  885.  I  have  maintained  a  special  in- 
terest In  the  successful  implementation  of  this 
legislation,  which  is  of  such  vital  importance  to 
the  Northwest  region  of  the  country. 

Since  enactment  of  the  Northwest  Power 
Act,  many  people  have  placed  apparently  in- 
consistent interpretations  on  several  of  the 
provisions  contained  in  the  act.  These  state- 
ments, from  time  to  time,  have  been  made  a 
part  of  the  record,  including  one  as  recently 
as  August  15.  1986.  I  believe  that  it  is  impor- 
tant to  clarify  the  record  regarding  this  most 
recent  matter,  which  has  to  do  with  the  func- 
tion and  authority  of  the  council  authorized  to 
be  established  under  section  4  of  the  act. 

Before  doing  so,  however.  I  would  like  to 
describe  the  legislative  history  in  the  actual 
legislative  context,  reiterating  certain  points 
which  I  made  in  the  Record  of  December  1. 
1980.  shortly  before  the  President  signed  the 
bill  into  law.  As  I  stated  on  that  occasion: 

"There  is  *  *  *  no  conference  report  on  this 
bill.  There  is  no  conference  report  because 
there  was  no  conference.  There  was  no  con- 
ference not  because  the  Senate  was  neces- 
sarily pleased  with  every  provision  of  the 
House-passed  bill,  but  because  both  House 
and  Senate  sponsors  of  the  bill  were  very  well 
aware  that  it  was  imperative  for  this  bill  to  be 
signed  into  law  this  year  (1980).  The  luxury  of 
a  conference  that  might,  at  this  stage  in  the 
session,  effectively  scuttle  the  bill,  was  not 
something  that  the  sponsors  in  either  House 
could  afford." 

Because  of  this  legislative  context,  the 
Senate  accepted  the  House  bill.  Nothing  can 
change  that  fact.  I  do  not  mean  to  reduce  the 
significance  or  value  of  the  contributions  of 
the  Senate  or  of  individual  Senators  to  the  de- 
velopment of  this  act,  for  those  contributions 
were  vitally  important.  I  simply  mean  to  point 
out  that  the  bill  eventually  enacted  into  law 
was  originated  in  the  House,  and  accepted  by 
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the  Senate,  and  that  in  the  absence  of  a  con- 
ference report  the  legislative  history  created  in 
the  House  should  govern. 

This  brings  me  to  the  main  point  of  my  re- 
marks today  regarding  the  Northwest  Power 
Council.  It  is  clear  from  the  plain  language  of 
the  act,  as  well  as  from  the  legislative  history, 
that  the  Northwest  Power  Council  is  more 
than  a  mere  "advisory"  body,  as  was  specifi- 
cally suggested  in  the  Record  of  August  15, 
1986. 

First,  section  4(d)  of  the  act  states  that  "all 
actions  of  the  Administrator— of  the  Bonne- 
ville Power  Administration— shall  be  consistent 
with  the  plan— adopted  by  the  council— and 
any  amendment  thereto,  except  as  othenwise 
specifically  provided  in  this  act."  It  doesn't  say 
that  the  Administrator's  actions  "may  '  be  con- 
sistent with  the  council's  plan.  Nor  does  it  say 
that  the  Administrator's  actions  shall  be  con- 
sistent with  the  plan  "to  the  extent  he  deter- 
mines feasible,"  as  did  section  4(d)  of  S.  885 
as  originally  passed  by  the  Senate.  It  cleariy 
states  that  the  Administrator's  actions  "shall" 
be  consistent  with  the  plan. 

Second,  this  clear  statement  was  included 
in  H.R.  8157.  the  House  substitute  which  I  in- 
troduced, for  the  first  time;  therefore,  the  floor 
debate  in  the  House  is  particulariy  important 
to  an  accurate  interpretation  of  the  legislative 
history.  As  Mr.  Foley  of  Washington,  a  co- 
sponsor  of  H.R.  8157,  stated  on  September 
29,  1980,  the  first  day  of  the  House  floor 
debate: 

"The  heart  of  the  regional  planning  provi- 
sions, the  council's  role  relative  to  BPA  has 
become  much  more  cleariy  defined  as  the  bill 
progressed.  Instead  of  a  mere  planning  body, 
or  a  mere  advisory  body,  it  now  has  a  mix  of 
mandatory  and  discretionary  oversight  func- 
tions and  control." 

Both  the  plain  language  of  the  statute,  as 
well  as  the  relevant  legislative  history,  show 
that  the  council  is  to  be  more  than  merely 
"advisory."  This  does  not  mean  that  the  coun- 
cil IS  a  Federal  agency.  In  fact,  section 
4(a)(2)(A)(iv)  of  the  act  specifically  states  that 
the  council,  "except  as  othenwise  provided  in 
this  Act,  shall  not  be  considered  an  agency  or 
instrumentality  of  the  United  States  for  the 
purpose  of  any  Federal  law  *  *  *."  Further- 
more, section  4(a)(3)  of  the  act  declares  that 
"[t]he  members  and  officers  and  employees 
of  the  council  shall  not  be  deemed  to  be  offi- 
cers or  employees  of  the  United  States  for 
any  purpose."  The  council  is  a  creature  of  the 
laws  of  the  four  States  of  the  Pacific  North- 
west. It  was  established  pursuant  to  the  laws 
of  those  States,  not  pursuant  to  Federal  law; 
although  Congress,  in  section  4(a)(2)  of  the 
Northwest  Power  Act.  consented  to  an  inter- 
state compact  that  would  establish  the  coun- 
cil, the  council  itself  was  established  by  the 
States.  Its  members  are  appointed  according 
to  the  laws  of  each  State,  and  serve  at  the 
pleasure  of  the  States. 

No  constitutional  difficulty  arises  by  virtue  of 
the  fact  that  the  council,  a  creature  of  the  four 
Pacific  Northwest  States,  exercises  certain 
functions  that  constrain  the  actions  of  the 
BPA  Administrator.  The  ninth  circuit  court  of 
appeals  recently,  and  in  my  view  conectly. 
upheld  the  constitutionality  of  the  Northwest 
Power  Council  and  its  authority  vis-a-vis  the 
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BPA  Administrator.  Judge  Alfred  T.  Goodwin, 
writing  for  the  court,  stated: 

"There  is  no  bar  against  Federal  agencies 
following  policies  set  by  nonfederal  agencies. 
The  Federal  Government  has  in  fact  agreed 
to  be  bound  by  State  law  in  several 
areas.  *  *  *  The  Federal  Government  can  be 
subject  to  State  law  where  there  is  a  clear  . 
congressional  mandate  and  specific  legislation 
which  makes  the  authorization  of  State  control 
clear  and  unambiguous."  {Seattle  Master 
Builders  v.  Pacific  Nortt)west  Electric  Power 
and  Cortservatlor)  Planning  Council,  786  F.2d 
1359.  1364  (1986). 

Nor  does  the  recent  decision  of  Supreme 
Court  in  Bowsher  versus  Synar  create  any 
constitutional  problems  for  the  Northwest 
Power  Council.  In  striking  down  Gramm-Rud- 
man's  automatic  sequestration  provisions,  the 
Supreme  Court  did  not  rule  that  Congress 
cannot  constitutionally  vest  authority  over  ex- 
ecutive functions  in  an  entity  beyond  the 
President's  power  of  removal.  What  it  did  rule 
is  that  Congress  cannot  reserve  for  itself  ex- 
ecutive authority,  including  the  power  to 
remove  officers  who  exercise  executive  func- 
tions. 

Throughout  the  court's  decision  in  Synar. 
the  issue  is  clearly  presented  as  one  of  the 
separation  of  legislative  and  executive  powers 
within  the  Federal  Government.  As  Chief  Jus- 
tice Burger  stated  for  the  majority: 

"By  placing  the  responsibility  for  execution 
of  the  Balanced  Budget  and  Emergency  Defi- 
cit Control  Act  in  the  hands  of  an  officer  who 
is  subject  to  removal  only  by  itself.  Congress 
in  effect  has  retained  control  over  the  execu- 
tion of  the  act  and  has  intruded  into  the  exec- 
utive function.  The  Constitution  does  not 
permit  such  intrusion."  (Bowstier  v.  Synar.  No. 
85-1377  (U.S.  Supreme  Court,  decided  July  7. 
1986).) 

As  Judge  Goodwin  pointed  out  in  the  Seat- 
tle Master  Builder  case,  "'[bjecause  Congress 
neither  appoints  nor  removes  the  members  of 
this  council,  the  balance  of  powers  between 
Congress  and  the  President  is  unaffected." 
(Seattle  Master  Builders,  supra,  1365) 

Mr.  Speaker,  the  Pacific  Northwest  Power 
Act  has  worked  well.  One  of  the  primary  rea- 
sons it  has  done  so  is  because  in  that  act 
Congress  consented  to  the  establishment,  by 
the  States,  of  a  Northwest  Power  Council 
which  does  exercise  a  certain  limited  amount 
of  authority  over  the  BPA  Administrator  Work- 
ing out  the  exact  nature  and  parameters  of 
that  authority  is  an  evolving  process,  but  it  is 
important  that  there  be  no  confusion  about 
the  fact  that  the  council  is  more  than  a  mere 
"advisory"  tKXly. 


TRIBUTE  TO  CPL.  JOSEPH  E. 
VITTORI 


HON.  NICHOLAS  MAVROULES 

OF  MASSACHUSETTS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 
Mr.  MAVROULES.  Mr.  Speaker,  35  years 
ago  the  United  States  was  heavily  embroiled 
in  a  war  with  North  Korea.  During  that  war,  we 
lost  a  great  many  good  men,  all  of  whom 
were  heroes  in  their  own  right.  This  week,  the 
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city  of  Beverly.  MA,  is  honoring  one  of  those 
men— Cpl.  Joseph  E  Vittori— Beverly's  only 
recipient  of  the  Congressional  Medal  of 
Honor.  Corporal  Vitton  received  his  medal 
posthumously  for  "conspicuous  gallantry  and 
intrepidity  at  the  risk  of  life  above  and  beyond 
the  call  of  duty  while  serving  in  the  Marine 
Corps  Reserve  against  enemy  forces  in 
Korea. 

I  am  enclosing  for  the  Record  a  copy  of 
his  citation,  signed  by  then  President  Harry  S 
Truman  which  tells  the  story  of  Corporal  Vit- 
tori's  valorous  actions  far  better  than  I.  Now  I 
take  this  opportunity  to  express  my  own 
thanks  and  admiration  for  this  man  who  cou- 
rageously and  selflessly  gave  his  life  for  his 
country. 

The  President  of  the  United  States  in  the 
name  of  The  Congress  takes  pride  in  pre- 
senting the  MEDAL  OF  HONOR  posthu- 
mously to 

Corporal  Joseph  Vittori,  United  States 
Marine  Corps  Reserve 
for  services  as  set  forth  in  the  following  ci- 
tation: 

For  conspicuous  gallantry  and  intrepidity 
at  the  risk  of  his  life  above  and  beyond  the 
call  of  duty  while  serving  as  an  Automatic 
Rifleman  in  Company  F.  Second  Battalion. 
First  Marines,  First  Marine  Division  (Rein- 
forced), in  action  against  enemy  aggressor 
forces  in  Korea  on  15  and  16  September 
1951.  With  a  forward  platoon  suffering 
heavy  casualties  and  forced  to  withdraw 
under  a  vicious  enemy  counterattack  as  his 
company  assaulted  strong  hostile  forces  en- 
trenched on  Hill  749.  Corporal  Vittori 
boldly  rushed  through  the  withdrawing 
troops  with  two  other  volunteers  from  his 
reserve  platoon  and  plunged  directly  into 
the  midst  of  the  enemy.  Overwhelming 
them  in  a  fierce  hand-to-hand  struggle,  he 
enabled  his  company  to  consolidate  its  posi- 
tions to  meet  further  imminent  onslaughts. 
Quick  to  respond  to  an  urgent  call  for  a  ri- 
fleman to  defend  a  heavy  machine  gun  posi- 
tioned on  the  extreme  point  of  the  northern 
flank  and  virtually  isolated  from  the  re- 
mainder of  the  unit  when  the  enemy  again 
struck  in  force  during  the  night,  he  assumed 
position  under  the  devastating  barrage  and, 
fighting  a  singlehanded  battle.  leaped  from 
one  flank  to  the  other,  covering  each  fox- 
hole in  turn  as  casualties  continued  to 
mount,  manning  a  machine  gun  when  the 
gunner  was  struck  down  and  making  repeat- 
ed trips  through  the  heaviest  shellfire  to  re- 
plenish ammunition.  With  the  situation  be- 
coming extremely  critical,  reinforcing  units 
to  the  rear  pinned  down  under  the  blister- 
ing attack  and  foxholes  left  practically  void 
by  dead  and  wounded  for  a  distance  of  100 
yards.  Coporal  Vittori  continued  his  valiant 
stand  refusing  to  give  ground  as  the  enemy 
penetrated  to  within  feet  of  his  position, 
simulating  strength  in  the  line  and  denying 
the  foe  physical  occupation  of  the  ground. 
Mortally  wounded  by  enemy  machine-gun 
and  rifle  bullets  while  persisting  in  his  mag- 
nificent defense  of  the  sector  where  ap- 
proximately 200  enemy  dead  were  found  the 
following  morning.  Corporal  Vittori.  by  his 
fortitude,  stouthearted  courage  and  great 
personal  valor,  had  kept  the  point  position 
intact  despite  the  tremendous  odds  and  un- 
doubtedly prevented  the  entire  battalion  po- 
sition from  collapsing.  His  extraordinary 
heroism  throughout  the  furious  night-long 
battle  reflects  the  highest  credit  upon  him- 
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self  and  the  United  States  Naval  Service.  He 
gallantly  gave  his  life  for  his  country. 

/S/  Harry  S.  Truman. 


AGRICULTURAL  EXPORTS 


HON.  LEE  H.  HAMILTON 

OF  INDIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.    HAMILTON.    Mr.    Speaker,    I 

would  like  to  insert  my  Washington 

Report  for  Wednesday,  September  10. 

1986  into  the  Congressional  Record: 

Agricultural  Exports 

Over  the  past  few  years,  many  of  us  have 
felt  that  boosting  agricultural  exports  was 
the  best  way  to  improve  the  farmer's  plight, 
giving  him  a  fair  return  on  his  investment 
and  labor.  Congress  last  fall  passed  a  new 
farm  program  with  aggressive  export  pro- 
motion as  its  major  theme.  It  reduced  our 
farm  support  prices  in  order  to  make  our 
commodities  more  competitive  overseas,  and 
set  up  several  export  promotion  programs. 
America  was  poised  for  a  major  farm  export 
boom.  'Vet  none  has  happened.  Even  with 
the  devaluation  of  the  U.S.  dollar  further 
reducing  the  price  of  our  goods  overseas,  we 
have  not  seen  a  rebound  in  exports.  Agricul- 
tural exports.  $44  billion  in  1981.  fell  to  $31 
billion  last  year.  The  latest  estimates  are 
that  they  will  be  down  again  in  1986.  to  less 
than  $27  billion.  There  is  growing  concern 
that  agricultural  exports  will  never  return 
to  the  glory  days  of  the  late  1970's. 

To  add  insult  to  injury,  imports  have  been 
increasing— to  the  extent  that  the  United 
States,  the  worlds  greatest  food  producer, 
recently  became  a  net  agricultural  importer. 
In  May.  agricultural  trade  recorded  a  defi- 
cit, after  more  than  twenty  years  of  contin- 
uous monthly  surpluses.  Expanded  coffee 
imports  at  higher  prices  were  a  major 
factor.  Moreover,  transportation  advances 
have  allowed  record  imports  of  fresh  fruits 
and  vegetables.  Brazilian  growers,  for  exam- 
ple, can  produce  juice  oranges  at  one-third 
the  costs  of  Florida  growers.  Mexican  grow- 
ers supply  more  than  70  percent  of  our 
winter  vegetables  and  control  half  of  the 
market  in  other  months.  Even  wheat  is 
being  imported  from  Canada.  But  overall, 
the  major  factor  in  our  declining  trade  bal- 
ance has  been  our  falling  exports. 

There  are  several  reasons  for  the  contin- 
ued slump  in  U.S.  exports.  First,  although 
the  U.S.  dollar  declined  sharply  against 
many  major  currencies,  it  did  not  weaken 
against  the  currencies  of  our  major  export 
competitors,  such  as  Canada.  Australia,  and 
Argentina.  Second,  many  importing  coun- 
tries have  been  delaying  their  purchases  in 
anticipation  of  the  lower  U.S.  commodity 
support  prices  to  take  effect  this  fall.  Third, 
many  of  our  export  competitors  are  deter- 
mined not  to  lose  their  market  share.  The 
European  Commodity  in  particular  has 
shown  a  willingness  to  subsidize  its  agricul- 
tural exports  as  much  as  needed.  Fourth, 
strong  U.S.  export  promotion  schemes  at 
times  run  into  State  Department  opposition 
because  they  can  undermine  foreign  policy 
objectives  and  cause  major  rifts  with  our 
allies.  Fifth,  falling  oil  and  raw  material 
prices  and  burdensome  debt  have  sharply 
cut  the  buying  power  of  many  Third  World 
importers.  Sixth,  there  has  been  a  growing 
number  of  complaints  by  foreign  buyers 
about  the  quality  of  U.S.  grain. 
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Perhaps  the  most  import  factor  in  our 
export  slump  is  the  structural  world  food 
oversupply.  Global  surpluses  have  devel- 
oped as  other  exporting  countries  have 
boosted  production,  and  as  countries  that 
experienced  food  shortages  in  the  mid- 
1970's  have  aggressively  improved  their 
farm  production  incentives  and  techniques. 
The  results  have  been  remarkable.  Coun- 
tries like  China  and  India,  which  only  a  few 
years  ago  were  major  grain  importers,  are 
now  exporters.  Although  world  food 
demand  will  continue  to  grow,  experts  be- 
lieve that  the  developing  countries  may  be 
able  to  meet  most  of  their  increasing  food 
needs  from  their  own  production.  The 
global  food  market  has  tightened  consider- 
ably. 

However,  it  would  be  premature  to  aban- 
don our  efforts  to  boost  U.S.  farm  exports. 
Exports  sales  are  enormously  important  to 
U.S.  farmers,  and  our  recent  farm  policy 
changes  should  improve  our  competitive  po- 
sition. Yet  we  must  recognize  that  when  we 
pin  our  hopes  on  exports,  some  instability  is 
inevitable  because  of  the  ever-changing 
world  supply/demand  picture.  The  boom  in 
U.S.  exports  in  the  late  1970's  was  driven 
primarily  by  sharply  increased  world 
demand  combined  with  droughts  and  major 
crop  production  failures  overseas.  These 
same  conditions  do  not  apply  today.  They 
are  not  factors  that  the  U.S.  control. 

Nonetheless,  there  are  several  steps  that 
we  can  and  should  take  to  improve  our  agri- 
cultural exports.  We  must  revise  our  re- 
maining protectionist  commodity  programs, 
such  as  the  sugar  program,  which  are  im- 
pediments to  getting  other  countries  to 
reduce  their  barriers  to  our  products.  We 
must  continue  our  efforts  to  get  agriculture 
on  the  -fast  track"  of  international  trade 
negotiations  under  GATT.  in  order  to 
reduce  international  subsidies  of  agricultur- 
al exports.  We  must  do  what  we  can  to 
assist  the  debt-ridden  economies  of  our 
Latin  American  neighbors,  which  represent 
our  biggest  potential  growth  market.  We 
need  to  improve  the  quality  of  our  grain  ex- 
ports, increase  acreage  set-asides  to  reduce 
surpluses,  and  pursue  more  barter  agree- 
ments. We  should  also  concentrate  our  ef- 
forts on  selling  high-valued,  processed  food 
products,  rather  than  just  grain. 

We  should  also  provide  export  subsidies 
on  a  selective  basis  to  counter  unfair  trade 
practices  by  our  competitors,  expand  our 
food  aid  programs  abroad,  and  consider  new 
approaches  for  boosting  exports  (such  as 
the  "marketing  loan"  concept  under  which 
the  government  makes  up  the  difference  be- 
tween the  government  loan  rate  and  the 
world  price).  However,  major  new  export 
subsidies  could  face  some  resistance.  Con- 
gress in  recent  years  has  shown  an  extraor- 
dinary willingness  to  support  agriculture,  as 
farm  program  costs  have  increased  from  an 
average  of  less  than  $3  billion  per  year 
before  1981  to  some  $30  billion  this  year. 
Export  subsidies  alone  now  total  more  than 
$3  billion  anually.  It  is  uncertain  to  what 
extent  taxpayers  would  be  willing  to  provide 
additional  major  export  subsidies  at  a  time 
when  the  federal  deficit  crisis  has  forced 
sharp  cutbacks  in  many  other  popular  pro- 
grams. 

Most  experts  are  predicting  that  our  farm 
export  picture  will  improve  later  this  fall 
and  throughout  1987.  There  is  much- we  can 
and  will  do  to  ensure  an  improved  world 
market  share.  Yet  agricultural  exports 
cannot  be  expected  to  return  soon  to  the 
boom  levels  of  the  1970's.  That  would  take 
more  than  US  farm  policy  changes:  it  would 
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take  a  return  to  very  favorable  world 
market  conditions  like  those  in  the  1970's. 
Agricultural  exports  will  not  be  a  miracle 
cure  for  the  American  farmer,  but  they  will 
be  a  plus. 


A  TRIBUTE  TO  THE  9 1ST  ANNI- 
VERSARY OF  THE  ALLIANCE 
OF  POLES  OF  AMERICA 


HON.  DENNIS  M.  HERTEL 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  HERTEL  of  Michigan.  Mr.  Speaker,  Sep- 
tember 22  marks  the  91st  anniversary  of  serv- 
ice by  the  Alliance  of  Poles  of  America  which, 
although  founded  In  Ohio,  is  now  extremely 
strong  and  active  in  my  district  in  Michigan. 

A  fraternal  organization,  the  Alliance  of 
Poles  was  founded  to  advance  and  preserve 
the  culture,  music,  language,  and  traditions  of 
Poland.  Since  Its  Inception  In  1895,  the  alli- 
ance has  continued  to  grow  and  prosper.  In 
1925,  the  work  and  expansion  of  the  alliance 
necessitated  the  building  of  a  national  head- 
quarters. 

The  Alliance  of  Poles  of  America  has  an  ad- 
mirable record  of  service.  During  both  World 
Wars,  the  alliance  mobilized  great  amounts  of 
time,  money,  and  other  contributions  to  assist 
In  the  war  effort,  particularly  In  aid  of  the 
countless  suffering  citizens  of  Poland. 

Today,  the  Alliance  of  Poles  continues  the 
tradition  of  giving,  both  to  its  members  in  the 
United  States  and  to  the  oppressed  people  In 
Poland.  The  alliance  publishes  a  semimonthly 
newsletter,  the  Alliancer.  It  also  provides  full 
Insurance  coverage,  low  interest  loans,  and 
full  credit  union  services.  In  addition,  the  alli- 
ance provides  scholarships,  arranges  tours, 
and  sponsors  radio  shows,  plays,  and  other 
cultural  activities.  Sports  programs  Involve  old 
and  young  alike  In  activities  such  as  skiing, 
golf,  bowling,  and  soccer.  There  Is  also  a 
ladies'  guild,  a  Polish-English  library,  and  a 
senior  citizens'  club. 

The  Alliance  of  Poles  provides  more  than 
just  community  service  in  America.  It  can  un- 
failingly be  depended  on  to  give  to  any  needy 
cause  in  Poland.  It  sends  everything  from 
money  to  clothing  for  causes  ranging  from  Po- 
land's blind  children  to  medical  ships  and 
more. 

The  sacrifices  and  successes  of  the  Alli- 
ance of  Poles  could  never  be  fully  recognized, 
nor  could  each  person  be  individually  com- 
mended for  the  generosity  of  spirit  which  has 
been  apparent  over  the  last  91  years.  I  ask 
my  colleagues  to  join  me  In  commending,  as  a 
whole,  the  Alliance  of  Poles  of  America.  They 
certainly  deserve  our  recognition  and  support. 


WORLD  TRADE  TALKS  IN 
URUGUAY 


HON.  BILL  ALEXANDER 

OF  ARKANSAS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 
Mr.  ALEXANDER.  Mr.  Speaker,  this  week 
the  member  nations  of  the  General  Agree- 
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ment  on  Tariff  and  Trade  [GATT]  are  meeting 
In  Punta  del  Este,  Uruguay.  Every  American 
producer  for  export  In  International  trade  will 
certainly  be  Interested  in  the  progress  of  the 
talks  as  the  future  of  farmers  and  manufactur- 
ers will  be  affected. 

I  Include  a  review  prepared  by  the  CRS  for 
the  Record: 

World  Trade  Talks 

An  agenda  and  starting  date  for  a  new 
round  of  multilateral  trade  negotiations 
(MTNs)  to  revise  the  General  Agreement  on 
Tariffs  and  Trade  (GATT)  is  expected  to  be 
set  this  September  in  Punta  del  Este,  Uru- 
guay, at  a  meeting  of  trade  ministers  of 
member  countries.  The  actual  negotiations 
will  likely  begin  in  early  1987.  As  it  has  since 
the  establishment  of  GATT  in  1947,  the 
United  States  has  taken  the  lead  in  calling 
for  a  new  round  of  MTNs.  Agricultural 
issues  will  be  prominently  featured  in  this 
new  round,  largely  at  the  insistence  of  the 
United  States,  which  has  seen  its  farm  ex- 
ports drop  37  percent  over  the  past  six 
years.  At  the  September  ministerial  meeting 
the  United  States  is  expected  to  propose 
■•fast  track"  negotiations  on  agricultural 
trade  issues  with  the  objective  of  complet- 
ing them  in  2  to  3  years,  rather  than  the  4 
to  10  years  likely  to  be  needed  for  other 
GATT  matters. 

what's  at  stake  for  U.S.  agriculture 

WHAT  is  the  GATT? 

The  GATT  is  a  document  of  rights  and 
obligations  that  individual  sovereign  nations 
have  agreed  to  observe  in  conducting  world 
trade.  Since  the  United  States  and  22  other 
countries  signed  the  GATT  in  1947.  its 
membership  has  grown  to  include  92  con- 
tracting parties,  31  countries  that  apply  it 
de  facto,  and  one  country  that  has  acceded 
to  it  provisionally.  Although  these  countries 
account  for  nearly  90  percent  of  world 
trade,  a  numljer  of  significant  players  in 
trade  remain  outside  the  GATT.  most  nota- 
bly the  Soviet  Union.  China  is  also  a  non- 
member,  but  has  announced  its  intention  to 
join. 

In  addition  to  a  code'  of  principles  and 
rules  for  the  conduct  of  international  trade, 
the  GATT  provides  a  framework  for  consul- 
tation, dispute  settlement,  and  negotiation 
on  trade  issues  arising  among  its  contracting 
parties. 

A  common  misunderstanding  of  the 
GATT  is  that  it  has  the  power  to  enforce  its 
rules.  In  fact,  it  has  no  enforcement  mecha- 
nisms and  at  best  performs  a  mediating  role 
in  world  trade.  All  decision-making  bodies  of 
the  GATT  are  composed  of  representatives 
of  contracting  parties,  and  decisions  are 
made  on  a  consensus  basis.  The  need  to 
reach  agreement  among  all  concerned  mem- 
bers is  often  difficult  but  has  been  perceived 
by  members  as  necessary  since  most  coun- 
tries, including  the  United  States,  are  un- 
willing to  cede  control  over  national  trade 
policies  to  an  international  body. 

The  GATT  is  an  evolutionary  product 
which  represents  a  commitment  on  the  part 
of  its  signatories  to  a  progressive  liberaliza- 
tion of  world  trade  within  the  multilateral 
context.  The  GATT  recognizes  the  incre- 
mental nature  of  trade  liberalization  and 
thus  also  serves  as  a  forum  for  multilateral 
trade  negotiations  to  revise  or  expand  the 
principles  contained  in  the  General  Agree- 
ment. 

Negotiations  under  the  GATT  are  carried 
out  in  sessions,  termed  "rounds,"  that  often 
last  several  years.  There  have  been  seven  of 
these  rounds  since  GATT's  inception,  the 
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last  of  which  ended  in  1979  (the  Tokyo 
Round,  1973-79).  New  rounds  are  generally 
prompted  by  a  desire  or  perceived  need  to 
broaden  or  clarify  prevailing  GATT  rules. 
The  eighth  round  scheduled  this  fall  is  no 
exception,  particularly  in  the  area  of  agri- 
cultural trade. 

CONGRESS'  role  IN  THE  UPCOMING  ROUND 

Although  the  Administration,  through  an 
interagency  process,  sets  the  agenda  and  ob- 
jectives for  the  United  States  and  does  the 
actual  negotiating.  Congress  retains  a  pow- 
erful voice  in  MTN  rounds. 

Before  the  United  States  can  fully  partici- 
pate in  a  new  round  of  MTNs.  Congress 
must  grant  authority  to  the  President,  and 
through  him  to  negotiators  headed  by  the 
U.S.  Trade  Representative  (USTR),  to  nego- 
tiate both  tariff  and  nontariff  barriers  to 
trade.  Congress  began  delegating  authority 
to  the  President  to  negotiate  and  proclaim 
reductions  in  tariffs  under  the  Reciprocal 
Trade  Agreements  Act  of  1934. 

This  authority  has  always  been  subject  to 
specific  congressionally  mandated  condi- 
tions and  limitations.  Congress  last  gave  the 
President  basic  tariff  negotiating  authority 
in  the  Trade  Act  of  1974  and  extended  this 
authority  through  January  2,  1980.  Con- 
gress also  authorized  the  President  to  nego- 
tiate nontariff  barriers  and  extended  this 
authority  to  January  2.  1988. 

Congress  must  grant  similar  authority  to 
the  President  for  U.S.  participation  in  the 
upcoming  round.  Several  bills  granting  that 
authority  are  currently  pending  before  Con- 
gress. However,  many  of  these  bills  contain 
a  variety  of  other  trade  provisions  that  the 
Administration  does  not  support.  The  Ad- 
ministration reportedly  will  wait  until  after 
the  November  elections  to  request  legisla- 
tion authorizing  U.S.  participation  in  the 
new  round  in  the  hope  that  protectionist 
sentiment  in  the  Congress  will  have  dissi- 
pated. 

Whereas  tariff  concessions  granted  in  a 
MTN  have  become  effective  for  the  United 
States  by  Presidential  proclamation  alone, 
and  have  not  needed  specific  congressional 
approval,  nontariff  barrier  agreements 
become  U.S.  law  only  if  implementing  legis- 
lation is  passed  by  Congress  and  signed  by 
the  President.  This  requirement  imposes 
some  limitations  on  U.S.  negotiators,  who 
must  remember  that  review  and  final  ap- 
proval of  agreements  negotiated  in  the 
GATT  rests  with  the  U.S.  Congress. 

AGRICULTURE  AND  THE  GATT 

Critics  have  charged  that,  up  to  now,  agri- 
culture has  been  largely  ignored  or  inad- 
equately dealt  with  under  the  GATT.  They 
contend  that  as  these  inadequacies  have 
become  more  and  more  evident  over  the 
past  few  years,  confidence  in  the  entire 
GATT  system  has  been  eroded.  Unresolved 
agricultural  trade  issues,  such  as  export  sub- 
sidies and  quantitative  import  restrictions, 
have  become  critical  sources  of  conflict 
among  the  United  States  and  its  trading 
partners,  notably  the  European  community 
and  Japan,  as  global  economic  recession  and 
worldwide  surpluses  of  agricultural  com- 
modities have  fueled  protectionist  pressures 
and  intensified  competition  for  stagnant 
world  markets. 

By  most  accounts,  GATT  has  been  rela- 
tively successful  in  dismantling  tariff  bar- 
riers to  trade,  including  those  applied  to  ag- 
riculture, because  it  has  traditionally  fo- 
cused its  attention  on  this  area.  But,  be- 
cause of  this  focus  on  tariffs,  GATT  has 
been  more  successful  in  liberalizing  trade  in 
industrial  products  which  have  been  more 
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widely  protected  through  tariffs  than  have 
agricultural  products. 

The  relative  lack  of  success  in  removing 
trade  barriers  in  agriculture  is  due  largely 
to: 

(1)  special  provisions  for  agriculture  in  the 
GATT: 

(2)  widespread  use  of  nontariff  barriers- 
such  as  voluntary  export  restraint  agree- 
ments, variable  levies,  and  quotas— in  agri- 
culture and  the  difficulties  in  negotiating 
their  removal;  and 

(3)  the  strong  links  between  individual  na- 
tions' domestic  agricultural  policies  and 
trade. 

These  issues,  along  with  the  GATT  dis- 
pute settlement  process  itself,  are  critical 
areas  for  attention  in  the  new  round.  Most 
trade  analysts  agree  that  progress  in  these 
areas,  particularly  in  dealing  with  the  trade 
effects  of  domestic  agricultural  policies,  is 
essential  for  GATT  to  continue  as  a  viable 
mechanism  for  facilitating  world  agricultur- 
al trade.  However,  they  also  tend  to  be 
somewhat  pessimistic  about  the  outcome  of 
the  new  round,  given  the  difficulties  inher- 
ent in  addressing  sovereign  domestic  agri- 
cultural policies  within  a  multilateral  con- 
text. 

AGRICULTURE'S  SPECIAL  STATUS 

There  are  two  major  exceptions  to  the 
basic  GATT  principles,  allowing  export  sub- 
sidies and  quantitative  restrictions  in  agri- 
cultural trade,  that  give  agriculture  a  spe- 
cial status  under  GATT.  This  special  treat- 
ment of  agriculture  in  the  GATT  essentially 
reflects  the  domestic  agricultural  policies  of 
most  member  countries,  including  the 
United  States,  which  are  designed,  in  part, 
to  protect  farmers  from  adverse  effects  of 
free  market  forces. 

These  exemptions  for  agriculture  are  con- 
trary to  the  basic  GATT  goal  of  trade  liber- 
alization in  that  they  continue  to  provide  a 
precedent  for  other  members  to  use  restric- 
tive measures  to  protect  their  agricultural 
sectors.  They  also  provide  countries  with  a 
rationale  for  pursuing  domestic  policies 
which  may  adversely  affect  the  trade  of 
others. 

First.  Article  XVI  contains  a  general  pro- 
hibition against  the  use  of  export  subsidies. 
However,  it  only  dissuades  member  coun- 
tries from  subsidizing  exports  of  primary 
(nonprocessed)  products,  whether  agricul- 
tural or  nonagricultural.  enjoining  the 
GATT  participants  to  commit  themselves  to 
"seek  to  avoid"  the  use  of  export  subsidies 
on  these  products.  Moreover,  if  contracting 
parties  do  apply  export  subsidies  on  primary 
products,  they  should  do  so  in  a  manner 
that  will  not  give  them  "more  than  an  equi- 
table share  of  world  export  trade"  in  the 
products  concerned. 

What  constitutes  an  "equitable  share", 
however,  is  not  defined  precisely  in  GATT 
rules.  This  special  treatment  has  led  to  nu- 
merous trade  disputes  within  the  GATT  and 
is  currently  the  most  contentious  agricultur- 
al trade  issue  between  the  United  States  and 
the  European  Community. 

Second,  Article  XI  of  the  General  Agree- 
ment contains  a  general  prohibition  on  the 
use  of  quantitative  restrictions,  such  as 
quotas,  by  the  contracting  parties.  There 
are.  however,  three  exceptions  to  this  gener- 
al prohibition  that  relate  to  agriculture,  the 
most  important  of  which  permits  import  re- 
striction agricultural  or  fisheries  products 
where  such  restrictions  are  necessary  to  the 
enforcement  of  domestic  marketing  or  pro- 
duction restriction  programs  or  for  the  re- 
moval of  temporary  surpluses. 
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In  addition  to  this  general  exception  to 
Article  XI.  in  1955  the  United  States  was 
granted  a  special  waiver  of  its  obligations 
under  Article  XI  (as  well  as  Article  II  con- 
cerning the  non-discriminatory  application 
of  concessions)  to  reconcile  provisions  in  do- 
mestic law  with  its  international  obligations 
under  GATT. 

The  United  States  requested  the  waiver 
because  of  a  1951  amendment  to  its  "Section 
22  "  import  relief  law  which  required  that  no 
trade  agreement  could  be  applied  in  a 
manner  inconsistent  with  Section  22's  re- 
quirements. Section  22  authorized  the  Presi- 
dent to  impose  fees  or  quotas  on  imported 
agricultural  commodities  that  render  in  ef- 
fective or  materially  interfere  with  the  op- 
eration of  any  U.S.  Department  of  Agricul- 
ture domestic  commodity  program  whether 
or  not  it  included  production  or  marketing 
controls.  This  now  famous  waiver,  which  ef- 
fectively permits  the  United  States  to  apply 
unilaterally  quantitative  restrictions  on  a 
wide  range  of  agricultural  |»roducts.  further 
highlights  the  special  status  of  agriculture 
in  the  GATT. 

The  United  States  and  other  GATT  mem- 
bers have  stressed  the  need  to  bring  agricul- 
ture more  fully  under  GATT  rules,  which 
means  addressing  those  issues  that  give  ag- 
riculture its  special  status.  Any  progress  in 
eliminating  quantitative  restrictions  on  agri- 
cultural trade  will  require  the  United  States 
to  put  its  special  Section  22  waiver  on  the 
bargaining  table,  and  U.S.  officials  have  in- 
dicated a  willingness  to  do  so.  Some  analy- 
sis, however,  believe  that  it  is  unlikely  that 
the  United  States  will  give  up  this  protec- 
tion in  the  face  of  powerful  pressure  from 
domestic  farm  lobby  groups  whose  commod- 
ities are  currently  protected  under  Section 
22  imports  quotas.  (Quotas  are  now  in  effect 
for  peanuts,  cotton,  milk  and  various  other 
dairy  products.) 

The  same  holds  true  with  regard  to  the 
European  Community  and  its  use  of  agricul- 
tural export  subsidies.  The  United  States 
has  repeatedly  insisted  that  the  new  round 
should  seek  to  phase  out  all  export  subsidies 
with  only  very  limited  exceptions,  such  as 
food  aid  donations.  The  European  Commu- 
nity's Common  Agricultural  Policy  (CAP). 
however,  is  predicated  on  the  use  of  export 
subsidies  to  maintain  high  domestic  farm 
prices. 

EC  officials,  who  face  tremendous  politi- 
cal pressure  at  home  to  maintain  this  prac- 
tice, have  continued  to  resist  efforts  to  have 
agricultural  export  subsidies  discussed  in 
the  new  round.  Recent  press  reports  indi- 
cate that  a  stalemate  between  the  United 
Stales  and  the  EC  on  this  issue  threatens  to 
derail  the  upcoming  talks. 

NONTARIFF  BARRIERS 

Nontariff  barriers  to  trade,  such  as  licens- 
ing procedures,  technical  and  administrative 
requirements,  voluntary  export  restraint 
agreements,  excessive  health  and  sanitary 
regulations,  import  quotas,  and  variable 
levies,  are  widely  used  to  protect  agricul- 
ture. 

Reductions  or  elimination  of  nontariff 
barriers  have  been  difficult  to  negotiate 
within  the  GATT  framework  for  a  number 
of  reasons.  First,  nontariff  barriers  are  not 
as  transparent "  as  tariffs,  which  are  clear- 
ly visible  to  all  trading  partners  and.  there- 
fore, easier  to  negotiate.  Second,  many 
countries  consider  their  nontariff  barriers 
to  be  part  of  their  domestic  agricultural 
policy,  and  therefore  not  negotiable  under 
GATT.  And  third,  since  many  nontariff  bar- 
riers are  inconsistent  with  GATT  rules, 
countries  adversely  affected  by  NTBs  are 
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unwilling  to  grant  concessions  in  exchange 
for  the  removal  or  reduction  of  measures 
that  should  not  have  been  imposed  by  their 
GATT  counterparts  in  the  first  place. 

The  United  States  has  been  particularly 
concerned  with  EC  and  Japanese  nontariff 
barriers  to  U.S.  farm  exports.  According  to 
officials  in  the  Office  of  the  U.S.  Trade 
Representative,  the  European  Community's 
variable  levy  is  probably  the  single  most  im- 
portant barrier  to  U.S.  agricultural  exports. 
(A  variable  levy  is,  in  effect,  a  tax  on  im- 
ports which  is  constantly  being  adjusted  to 
make  the  imported  product  noncompetitive 
with  the  domestic  product.)  Announced  U.S. 
objectives  for  the  new  round  in  this  area  in- 
clude increased  market  access  through  the 
phase-out  and  elimination  of  access  barriers 
as  well  as  greater  harmonization  of  animal 
and  plant  health-related  regulations  that 
have  an  impact  on  international  trade. 
Other  options  to  reduce  nontariff  barriers 
include  bringing  bilateral  voluntary  export 
restraint  agreements  under  GATT  rules  and 
establishing  increasing  minimum  access 
commitments  or  maximum  self-sufficiency 
ratios  in  order  to  reduce  the  effects  of  do- 
mestic support  policies  and  ensure  market 
access. 

EFFECTS  OF  DOMESTIC  POLICY  ON  AGRICULTURAL 
TRADE 

The  widely  acknowledged  link  between  do- 
mestic agricultural  policies  and  trade  make 
the  use  of  adjusting  domestic  policies  to  fa- 
cilitate trade  an  important  and  contentious 
issue  in  multilateral  trade  negotiations.  All 
of  the  issues  di.scussed  above  are  tied  to  this. 

Almost  all  countries  pursue  agricultural 
policies  that  provide  some  degree  of  protec- 
tion to  their  domestic  producers.  The 
United  States  is  no  exception.  Despite  en- 
joying a  clear  comparative  advantage  in 
many  agricultural  products  over  other  na- 
tions, the  United  States  still  finds  it  neces- 
sary to  employ  a  variety  of  measures  that 
protect  domestic  producers  from  foreign 
competition  in  both  U.S.  and  third  country 
markets,  as  well  as  to  operate  a  number  of 
programs  to  support  farm  income  and 
prices,  and  to  subsidize  farm  exports. 

Many  other  countries,  without  the  advan- 
tages enjoyed  by  the  United  States,  also 
find  it  necessary  to  employ  domestic  policies 
that  have  hindered  free  trade.  The  EC  and 
Japan  have  domestic  policies  that  particu- 
larly tend  to  distort  trade.  The  EC's  CAP 
both  significantly  limits  imports  and  heavily 
subsidizes  exports.  Japan's  agricultural 
policy,  however,  primarily  limits  access  to 
Japanese  markets  in  order  to  maximize  self- 
sufficiency  and  maintain  farm  income  at  a 
level  equal  to  urban  income. 

Once  these  types  of  programs  and  policies 
are  in  effect  they  are  extremely  difficult  to 
reduce  or  remove.  A  case  in  point  was  the 
Reagan  Administration's  attempts  in  both 
I98I  and  1985  to  reduce  the  Federal  Gov- 
ernment's support  of  agriculture.  Oppo- 
nents countered  that  the  safety  net  provid- 
ed by  Federal  support  was  essential  to  pro- 
tect the  declining  farm  sector  and  were  suc- 
cessful in  maintaining  a  relatively  high 
degree  of  Government  support  to  farmers. 
The  political  strength  of  the  farm  sector  in 
the  United  States.  Japan,  and  EC  as  well  as 
in  other  GATT  countries  will  continue  to 
make  it  difficult  to  reduce  the  trade  effects 
of  domestic  farm  programs. 

There  are,  however,  some  indications  that 
progress  in  this  area  of  negotiations  may  be 
possible.  First,  there  appears  to  be  a  grow- 
ing appreciation  on  the  part  of  major  trad- 
ing countries  that  it  is  the  trade  effects  of 
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domestic  polices— and  not  the  domestic  poli- 
cies themselves— that  would  be  subject  to 
negotiation.  Although  some  modification  of 
domestic  policies  may  have  to  result,  nei- 
ther the  objectives  of  the  domestic  policies, 
nor  the  instruments  used,  would  have  to  be 
replaced  on  a  wholesale  basis. 

Second,  there  has  been  some,  albeit  limit- 
ed, progress  in  strengthening  GATT  provi- 
sions on  export  subsidies.  The  next  logical 
step  may  be  to  strengthen  GATT  rules  and 
principles  with  respect  to  domestic  subsidies 
and  other  trade-affecting  policies.  In  fact,  if 
the  United  States  wants  to  address  export 
subsidies,  it  can  expect  to  have  a  number  of 
its  own  domestic  subsidies,  such  as  target 
prices  and  marketing  loans,  put  on  the  bar- 
gaining table. 

Finally,  the  strongest  factor  encouraging 
reforms  in  domestic  agricultural  policies  is 
the  growing  budgetary  cost  of  these  pro- 
grams, especially  in  the  United  States  and 
the  European  Community.  Efforts  to  reduce 
the  cost  of  domestic  support  programs  may 
not  only  result  in  reduced  budget  deficits, 
but  also  in  reduced  trade  distortions. 

How  might  these  reforms  be  accom- 
plished? Proposals  include:  (1)  developing 
international  arrangements  for  consultation 
among  agricultural  and  trade  policymakers 
on  the  trade  effects  of  domestic  agricultural 
policies;  (2)  negotiating  international  com- 
modity agreements  with  economic  provi- 
sions (e.g.,  pricing  and/or  market  sharing  or 
stocking  provisions);  and  (3)  reducing  or 
binding  the  level  of  price  support  and  phas- 
ing out  over  time  the  protection  provided  by 
domestic  policies  that  affect  import  require- 
ments or  export  availabilities. 

GATT  DISPUTE  SETTLEMENT  PROCEDURES 

Articles  XXII  and  XXIII  of  the  GATT 
provide  procedures  for  consultation  and  set- 
tlement of  disputes  between  GATT  mem- 
bers in  all  areas  of  trade,  including  agricul- 
ture. While  the  specific  mechanisms  and 
time  limits  vary,  depending  on  the  Code  or 
Article  under  which  a  dispute  is  filed, 
common  steps  include: 

(1)  provisions  for  bilateral  or  multilateral 
consultations  seeking  to  reach  a  mutually 
satisfactory  solution  without  resorting  to 
dispute  settlement; 

(2)  the  right  of  any  signatory  to  a  panel  of 
3  to  5  impartial  experts  from  countries  not 
party  to  the  dispute,  which  reviews  the  dis- 
pute and  makes  findings  of  fact  or  law;  and 

(3)  submission  of  panel  findings  to  the 
GATT  council  for  review  and  approval  and 
possible  authority  for  retaliatory  action. 

While  the  GATT  dispute  settlement  pro- 
cedure covers  all  trade  areas,  it  is  in  the 
area  of  agricultural  trade  disputes  that  the 
process  has  come  under  increasing  fire.  Crit- 
icism centers  around  two  issues:  (1)  the  lime 
it  takes  to  settle  a  dispute  (a  U.S.  wheat 
flour  case  filed  in  the  GATT  in  1981  has  not 
yet  been  settled,  at  least  to  the  satisfaction 
of  U.S.  interests);  and  (2)  the  consensus  and 
nonbinding  nature  of  the  decision-making 
process,  which  means  the  decisions  can  be 
easily  blocked  by  a  party  to  the  dispute. 
Thus,  both  the  EC  and  the  United  States 
have  blocked  GATT  panel  decisions  that 
would  have  been  unfavorable  to  their  re- 
spective interests. 

The  present  problems  with  the  GATT 
procedure  for  settling  agricultural  trade  dis- 
pute are.  in  part,  a  manifestation  of  the  con- 
tinued agricultural  trade  problems  between 
the  United  States  and  the  EC.  particularly 
in  the  area  of  export  subsidies.  According  to 
the  U.S.  International  Trade  Commission, 
all  subsidy  cases  brought  before  GATT 
since  1975  have  concerned  agricultural  com- 
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modities.  Almost  40  percent  of  all  GATT 
cases  since  1948  have  been  agricultural  di- 
putes.  Nearly  70  percent  of  these  cases  were 
brought  against  the  EC. 

In  many  instances,  the  complainant  was 
the  United  States,  which  has  participated  in 
more  dispute  settlement  cases  than  any 
other  GATT  member.  While  strengthening 
the  dispute  settlement  process  should  make 
decisions  more  timely,  unburdening  the 
system  by  resolving  the  fundamental  trade 
differences  between  the  United  States  and 
the  EC  should  result  in  an  even  more  effec- 
tive dispute  settlement  process. 

The  United  States  has  stated  that  one  of 
its  objectives  in  the  new  round  is  the  im- 
provement of  the  dispute  settlement  proce- 
dures. Proposals  include  significantly  short- 
ening the  time  necessary  to  arrive  at  a  deci- 
sion, requiring  binding  arbitration,  and 
strengthening  the  code  of  conduct  to  make 
legal  obligations  thereunder  more  precise, 
which  should  reduce  the  number  of  disputes 
brought  to  the  GATT  for  resolution. 

PROSPECTS  FOR  SUCCESS 

The  United  States  has  taken  the  lead  in 
calling  for  the  new  round  of  multilateral 
trade  negotiations  with  a  major  objective  of 
bringing  agriculture  more  fully  under 
GATT  rules.  Agreement  on  a  new  round, 
with  agriculture  featured  on  the  agenda,  re- 
flects a  continuing  commitment  on  the  part 
of  GATT  members  to  work  toward  further 
liberalization  of  world  agriculture  trade— as 
well  as  a  recognition  that  GATT,  as  it  pres- 
ently structured,  is  inadequate  to  that  task. 

Despite  agreement  among  GATT  mem- 
bers of  these  fundamental  points,  prospects 
for  successfully  addressing  critical  issues  in 
agriculture  are  less  than  promising,  given 
the  probable  intense  resistance  in  many 
countries  by  politically  powerful  domestic 
farm  groups  who  benefit  under  the  current 
system.  This  holds  true  particularly  in  the 
United  States,  the  European  Community, 
Japan  which  are  traditionally  the  key  play- 
ers in  MTNs. 

Increasing  market  access  by  lowering 
tariff  and  nontariff  barriers  to  farm  prod- 
ucts, and  reducing  or  eliminating  reliance 
on  export  subsidies  wil  necessitate  painful 
readjustment  in  a  number  of  agricultural 
economies  around  the  world,  including  in 
this  country.  While  always  difficult,  this  re- 
adjustment over  the  next  several  years  will 
be  an  especially  formidable  task  under  the 
current  depression  in  the  U.S.  and  world  ag- 
ricultural markets.  It  is  ironic  that  the  same 
stresses  and  strains  that  have  prompted  a 
new  round  of  MTNs  also  cloud  the  chances 
for  progress  in  opening  up  world  agricultur- 
al markets. 

GATT  talks:  not  A  PANACEA  FOR  U.S.  FARM 
EXPORTS 

Prom  a  peak  of  $43.8  billion  in  FY  1981. 
U.S.  farm  exports  are  expected  to  drop  to 
$27.5  billion  this  year,  the  lowest  level  since 
1978.  With  imports  remaining  relatively 
steady  or  rising  slightly,  the  declines  in  agri- 
cultural exports  have  significantly  cut  into 
what  had  been  a  healthy  agricultural  trade 
surplus— exports  exceeding  imports  annual- 
ly by  over  $10  billion  between  1974  and 
1985.  and  in  some  years,  more  than  twice 
that  amount. 

The  agricultural  trade  surplus  for  FY 
1986  is  forecast  at  $7.5  billion,  the  lowest 
level  since  1973.  And,  in  a  more  startling  de- 
velopment, the  Commerce  Department  re- 
cently reported  that  farm  imports  (valued 
on  CIF-basis)  exceeded  farm  exports  by 
some  $348.7  million  in  May,  the  first  month- 
ly  agricultural   trade   defict   since   August 
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1971.  The  United  States  has  been  running 
an  annual  trade  deficit  in  processed  food 
products  since  1983. 

These  declines  have  had  a  number  of  seri- 
ous repercussions  throughout  the  U.S.  econ- 
omy. Since  farmers  look  to  the  export 
market  to  take  production  from  more  than 
one-third  of  their  cropland,  falling  exports 
have  resulted  in  significant  declines  in  farm 
income  and  farm  employment— it  is  often 
estimated  that  for  every  $1  billion  drop  in 
export  sales,  some  35,000  agricultural  jobs 
are  lost,  as  many  as  60,000  non-farm  jobs 
are  lost  for  every  $1  billion  decline.  And  for 
every  $1  lost  in  agricultural  export  activity, 
an  additional  $1  or  more  worth  of  supported 
business  activity  is  foregone. 

Several  factors  have  contributed  to  the 
decline  in  U.S.  farm  exports:  abundant  food 
supplies  worldwide;  relatively  weak  demand 
due  to  global  recession  and  large  debt  loads 
of  importing  countries;  keen  price  competi- 
tion among  exporters,  including  new  com- 
petitors, to  increase  market  share  or  capture 
new  foreign  commercial  markets;  a  strong 
dollar  which  made  U.S.  commodities  more 
expensive  to  foreign  purchasers:  and  domes- 
tic farm  programs  which,  in  effect,  in- 
creased the  price  of  U.S.  farm  products. 

Although  steps  have  been  taken  to  bring 
down  the  dollar's  value  and  farm  programs 
have  been  revised,  the  effect  of  these  meas- 
ures has  not  yet  been  reflected  in  increased 
agricultural  export  levels.  At  the  same  time 
competition  to  boost  sagging  export  levels 
has  intensified,  deteriorating  world  econom- 
ic conditions  have  fueled  protectionism 
worldwide,  placing  servere  stress  on  trade 
relations. 

GATT  can  do  little  to  solve  the  underly- 
ing problem  of  world  excess  capacity  in  agri- 
culture competing  for  stagnant  markets.  It 
can.  however,  mediate  disputes  that  arise 
from  this  intense  competition  and  develop 
rules  which  limit  "unfair"  trading  practices 
that  benefit  one  country,  or  a  group  of 
countries,  to  the  exclusion  of  others. 


DEVELOPING  THE  RESOURCES. 
OF  MOUNT  ST.  HELENS 


HON.  DON  BONKER 

OF  WASHINGTON 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  BONKER.  Mr.  Speaker,  on  May  18. 
1980,  southwest  Washington  was  the  site  of 
an  incredible  natural  phenomenon,  the  volcan- 
ic eruption  of  Mount  St.  Helens.  Since  that 
time  my  distnct  and  the  State  of  Washington 
have  been  working  to  cope  with  and  adapt  to 
the  changes  wrought  by  this  dramatic  event. 

While  this  event  was  in  many  ways  a  disas- 
trous and  tragic  one  for  the  area,  with  59 
people  dying  in  the  explosion  and  150,000 
acres  of  forest  leveled,  the  volcano  also  pro- 
vides unique  opportunities.  The  mountain, 
originally  one  of  the  most  beautiful  in  the 
world,  now  is  one  of  the  most  fascinating.  It 
provides  an  exciting  outdoor  educational  ex- 
perience and  a  testimony  to  the  importance  of 
explohng  mankind's  relationship  with  nature. 

In  recognition  of  the  volcano's  importance. 
Congress  established  the  Mount  St.  Helens 
National  Volcanic  Monument  in  1982.  Con- 
gress has  followed  up  on  this  commitment  by 
providing  access  and  facilities  which  will 
enable  more  visitors  to  enjoy  the  monument 
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and  safely  tour  the  area.  This  includes  trail 
and  road  construction,  and  building  on  an  in- 
terpretive center.  These  efforts  will  greatly  en- 
hance viators'  understanding  of  the  eruption 
and  the  natural  forces  at  work  within  the 
mountain 

On  a  recent  visit  to  the  monument,  Mr.  Tom 
Koenninger,  editor  of  the  Columbian,  in  Van- 
couver, WA,  saw  firsthand  some  of  the  results 
of  congressional  and  Forest  Service  efforts. 
He  eloquently  describes  the  beauty  and  power 
of  a  visit  to  the  volcano.  I  would  like  to  share 
his  comments  with  my  colleagues  to  highlight 
the  good  work  that  is  going  on  and  the  vast 
potential  for  the  volcanic  monument.  In  order 
to  realize  all  these  hopes,  continued  funding 
will  be  necessary.  As  the  article  notes,  this 
money  is  t)eing  put  to  good  use. 

Mount  St.  Helens  Erupts  With  Plans. 

Developments 

(By  Tom  Koenniger) 

It  is  shortly  after  9  a.m.  on  Saturday  a 
week  ago.  Gifford  Pinchot  National  Forest 
Supervisor  Bob  Williams  and  I  are  standing 
on  a  knoll  with  Mount  St.  Helens  at  our 
backs. 

As  we  look  east,  we 'see  the  split  of  solid 
rock  marking  the  beginning  of  Ape  Canyon. 
The  chasm  extends  for  hundreds  of  feet 
downward. 

The  landscape  is  visible  far  below  through 
the  blue  haze  of  a  warm  summer  morning. 

Prom  our  mini-peak,  we  see  Mount 
Rainer.  Mount  Adams,  Mount  Hood  and 
Mount  Jefferson  in  the  distance,  and  Mount 
St.  Helens,  the  gray  giant  up  close.  A  differ- 
ent view  is  at  our  feet— the  tracks  of  an  elk. 

The  previous  day  we  stood  on  a  rock  out- 
cropping the  size  of  a  card  table.  This  is  the 
brim  of  Lava  Canyon  in  the  Lahar  on  the 
southeast  side  of  Mount  St.  Helens.  We  see 
the  creek  100  feet  below— plenty  of  rocks 
and  a  little  water.  A  warning  about  slipping 
on  loose  rock  rivets  us  to  the  spot. 

These  are  but  two  of  the  many  memorable 
experiences  that  included  a  visit  to  the 
crater  of  Mount  St.  Helens  Friday  and  Sat- 
urday a  week  ago. 

Pour  Columbian  staffers  were  guided  on 
this  trip  by  Williams  and  Ken  Johnson, 
manager  of  the  Mount  St.  Helens  National 
Volcanic  Monument— that  110.000  acre  area 
that  includes  the  mountain.  We  were  joined 
by  three  other  Forest  Service  specialists  at 
various  times  during  the  2-day  visit.  They 
were  Ronald  Emstaz,  Monument  Recreation 
Assistant:  Jim  Slagel,  forest  trail  specialist; 
and  Francisco  Valenzuela,  monument  recre- 
ation planner. 

Columbian  people  included  Al  Thomas, 
outdoor  editor:  Jay  Bookman,  who  covers 
the  Gifford  Pinchot  as  part  of  his  news 
beat:  and  photographer  Casey  Madison  and 
me. 

We  got  around  the  mountain  in  2  days  by 
walking  12  to  14  miles  and  riding  a  helicop- 
ter. 

We  wanted  to  know  more  about  the  moun- 
tain so  we  could  tell  you  of  plans  and  devel- 
opments. We  found  enough  to  keep  us  busy 
writing  and  publishing  pictures  for  some 
time  to  come. 

What  we  found  was  the  Forest  Service 
planning  for  public  access  to  the  mountain 
in  ways  that  will  make  such  a  visit  even 
more  spectacular  than  it  is  today,  including: 

Plans  for  a  viewing  area— an  observatory— 
on  Johnson  Ridge  northwest  of  the  crater 
by  1991.  Visitors  will  look  right  down  the 
throat  of  the  volcaino.  They  will  be  able  to 
see  scientists  at  work  and  to  talk  with  them. 
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A  trail  system  that  will  go  around  the 
mountain,  some  25  miles  in  circumference. 

We  want  people  to  spend  two  or  three 
days  on  St.  Helens  as  a  learning  experi- 
ence." Williams  said. 

Another  change  in  philosophy  that  will 
see  a  trail  constructed  in  Lava  Canyon  for 
the  disabled  with  wheelchair  access  to  sever- 
al good  viewing  areas. 

An  emphasis  on  the  404  research  projects 
now  in  progress  in  the  monument  area. 

A  program  that  will  stretch  public  dollars 
for  trails  as  the  Forest  Service  frets  about 
taking  on  more  projects  with  the  same 
budget. 

Use  of  Larch  Mountain  honor  camp  in- 
mates to  work  on  the  Lava  Canyon  Trail, 
near  Ape  Cave. 

An  ■adoption"  program  that  invites  any 
individual  or  group  to  accept  responsibility 
for  a  planting  area  or  work  project.  The  Aid 
Association  for  Lutherans  of  St.  John  Lu- 
theran Church  of  Vancouver  adopted  a 
planting  area  at  one  entrance  to  the  moun- 
tain. 

Plans  for  a  shelter  and  larger  parking  area 
for  snowmobiles  and  cross-country  skiers  at 
the  83-8312  road  junction  north  of  Cougar. 

A  program  to  open  the  mountain  to  climb- 
ing on  the  south  side  by  late  fall  or  early 
winter. 

Many  changes  and  adjustments  in  roads 
and  trails  to  accommodate  the  400.000 
people  who  visit  the  forest  each  year,  and  a 
trail  cleanliness  policy  that  labels  anyone 
who  drops  a  candy  wrapper  or  pop  can  an 
instant  chump. 

Our  first  day  of  hiking  takes  us  along  the 
route  of  a  trail  marked  only  with  red  rib- 
bons. Each  new  ridge  reveals  a  different 
sight— a  rock,  a  mudflow.  a  small  forest, 
Indian  paint  brush  and  heather  and  semi- 
sweet  huckleberries  to  refresh  a  weary 
hiker. 

The  trail  route  follows  the  4.000-foot  level 
to  extend  the  hiking  season  to  the  maxi- 
mum. Walking  it  won't  be  a  picnic,  but  it 
will  provide  a  rich  outdoor  experience. 
Climbing  down  and  up  the  loose  pumice  of 
some  of  the  steeper  ravines  was  a  memora- 
ble experience. 

We  end  our  first  day  at  Blue  Lake,  a 
mountain  droplet  of  blue-green  water. 

On  Saturday,  we  hike  the  Plains  of  Abra- 
ham—gray, desolate  and  almost  lifeless.  Our 
path  is  clear,  marked  by  rock  cairns. 

Our  group  scrambles  up  and  over  rocks 
and  pumice  of  windy  pass  to  catch  our  first 
view  of  Spirit  Lake. 

We  marvel  at  signs  of  life:  A  lady  Bug 
•  *  •  a  .spider  •  •  •  evergreen  branches 
poking  through  the  surface  at  distant  inter- 
vals. 

After  lunch  it's  on  to  the  'desert"— the 
crater  of  Mount  St.  Helens.  The  impact  of 
standing  in  that  vast  crater  at  the  foot  of 
the  dome  is  dramatic  and  spiritual.  The 
crack  and  rumble  of  rock  falling  from  all 
sides  is  a  constant  sound. 

Except  for  a  couple  of  toenails  that  opted 
for  early  retirement,  we  came  through  our 
mountain  experience  unscathed. 

We  have  looked  at  the  present  and  future 
of  Mount  St.  Helens  and  both  views  are 
magnificent. 


September  18,  1986 


THE  NEED  FOR  MEDICARE 
FUNDING  FOR  INFLUENZA 
VACCINATION 


HON.  G.  WILUAM  WHITEHURST 

OF  VIRGINIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  WHITEHURST.  Mr.  Speaker,  on  Decem- 
ber 6,  1979,  I  introduced  H.R.  6066,  which 
would  have  provided  funding  under  Medicare 
for  both  pneumococcal  pneumonia  and  influ- 
enza vaccines.  The  pneumococcal  provision 
was  included  in  legislation  passed  (H.R.  8406) 
by  the  Congress  in  late  1980,  but  at  that  time 
there  was  not  sufficient  documentation  to  jus- 
tify including  influenza  vaccine. 

In  November  1979,  I  had  written  to  then 
Chairman  Staggers  to  ask  that  he  request 
the  Office  of  Technology  Assessment  to  do  a 
study  of  influenza  vaccines  as  a  followup  to 
their  fine  work  on  pneumococcal  pneumonia. 
Their  report,  "Cost  Effectiveness  of  Influenza 
Vaccination,"  was  published  in  December 
1981,  and  it  made  a  strong  case  for  including 
it  under  Medicare.  On  the  basis  of  that  report, 
I  introduced  H.R.  5481  in  1982,  to  provide  for 
Medicare  coverage  of  influenza  vaccine  and 
its  administration. 

Regrettably,  the  bill  was  not  passed,  at 
least  in  part  because  it  lacked  administration 
support.  I  reintroduced  it  in  the  99th  Congress 
as  H.R.  482,  and  I  continue  to  hope  that  this 
important  step  in  preventive  medicine  will  be 
taken  without  too  much  further  delay. 

The  September  1986,  issue  of  Reader's 
Digest  contains  an  article  entitled  "Six  Shots 
to  Save  Your  Life,"  and  I  am  pleased  to  share 
it  with  my  colleagues  at  this  point  in  the 
Record.  I  would  call  particular  attention  to 
the  section  on  influenza,  which  points  out  that 
the  Center  for  Disease  Control  recommends 
flu  shots  for  all  those  age  65  or  older  and 
makes  it  clear  that  the  new  vaccine  is  much 
safer  than  its  predecessors. 

Mr.  Speaker,  it  seems  to  me  that  it  is  far 
more  cost-effective  to  prevent  an  illness  such 
as  influenza  by  encouraging  the  use  of  the 
vaccine  than  to  provide  hospital  care  for  those 
who  contract  the  disease  and  are  then  sub- 
jected to  life  threatening  complications.   To 
refuse  to  fund  influenza  vaccine  under  Medi- 
care is,  at  best,  penny-wise  and  pound-foolish. 
[From  the  Reader's  Digest) 
Six  Shots  To  Save  Your  Life 
(By  Stanley  L.  Englebardt) 

Only  10  to  15  percent  of  at-risk  American 
adults  are  taking  advantage  of  one  of  the 
easiest,  safest  and  least-expensive  ways  of 
preventing  catastrophic  disease:  vaccination. 
The  need  for  inoculations  does  not,  as  many 
adults  believe,  end  with  school  years. 

"We've  done  a  very  poor  job  educating  pa- 
tients about  vaccinations."  says  Dr.  Richard 
J.  Duma,  president  of  the  National  Founda- 
tion for  Infectious  Diseases.  "We  could 
avoid  a  tremendous  amount  of  suffering  by 
immunizing  all  at-risk  adults  against  a  small 
number  of  preventable  diseases."  These  are: 

Influenza.  Flu  epidemics  race  across  the 
United  States  almost  every  year,  affecting 
millions.  In  the  epidemic  of  1980-81.  experts 
estimate  that  45.000  people  died  from  com- 
plications brought  on  by  the  disease:  80  to 
90  percent  of  the  excess  deaths  that  oc- 
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curred in  the  years  1973-81  were  of  persons 
age  65  or  older.  If  these  high-risk  patients 
had  been  inoculated,  most  of  these  infec- 
tions could  have  been  prevented,  or  the  dis- 
ease at  least  held  to  a  minor  illness. 

The  U.S.  Centers  for  Disease  Control 
(CDC)  in  Atlanta  pinpoints  several  high-risk 
groups:  persons  with  chronic  heart  and  lung 
diseases:  residents  of  nursing  homes  and 
other  chronic-care  facilities;  all  those  age  65 
or  older;  people  with  chronic  diseases  such 
as  diabetes,  anemia  and  asthma;  and  health- 
care workers. 

Though  many  people  avoid  the  annual  flu 
shot  for  fear  of  side  effects,  doctors  say  that 
less  than  one-third  of  patients  experience 
soreness  around  the  vaccination  site;  any- 
thing more  serious  is  infrequent.  But  people 
with  a  history  of  severe  allergic  reaction 
should  consult  their  doctors  before  getting  a 
shot.  ("Unlike  the  1976  swine-influenza  vac- 
cine." says  the  CDC.  "subsequent  vaccines, 
prepared  from  other  virus  strains,  have  not 
been  associated  with  an  increased  frequency 
of  GuiuUain-Barre  syndrome"— a  progres- 
sive muscular  weakness.) 

Pneumonia.  While  viral  pneumonia  usual- 
ly is  overcome  by  bed  rest,  fluids  and  aspi- 
rin, pneumococcal  pneumonia,  the  most 
common  form  of  bacterial  pneumonia  that 
sweeps  through  communities,  can  be  an  un- 
manageable killer.  Last  year,  this  type  of 
pneumonia  hit  an  estimated  half-million 
Americans,  killing  about  25.000. 

Essentially  the  same  population  at  risk  of 
flu  should  be  inoculated  against  pneumococ- 
cal pneumonia.  A  single  injection  usually 
will  provide  protection  for  at  least  five 
years. 

About  half  the  patients  can  expect  one  to 
two  days  of  soreness  at  the  injection  site. 
and  a  very  small  percentage  may  experience 
some  transient  fever.  The  CDC  recommends 
not  giving  the  vaccine  to  pregnant  women 
who  are  otherwise  healthy. 

Hepatitis.  There  are  two  major  types 
caused  by  different  viruses.  Hepatitis  A  is 
unpleasant  but  seldom  causes  permanent 
damage.  Hepatitis  B.  on  the  other  hand,  is  a 
more  severe  infection  that  can  be  spread 
through  unsterilized  hypodermic  needles, 
unclean  dental  or  surgical  instruments, 
blood  products  and  transfusions,  and  sexual 
contact.  It's  no  wonder  the  disease  has  been 
increasing.  There  are  between  400.000  and 
800.000  carriers  in  the  United  States  at  this 
time;  an  estimated  50.000  people  with  clini- 
cal signs  of  the  disease:  10.000  yearly  hospi- 
talizations and  5.000  annual  deaths. 

Moreover,  the  hepatitis-B  virus  was  re- 
cently identified  as  the  single  most  impor- 
tant worldwide  cause  of  liver  cancer,  an  in- 
variably fatal  disease. 

The  recommended  recipients  of  the  hepa- 
titis-B vaccine:  all  health-care  workers  who 
deal  with  blood;  hemodialysis  patients,  cer- 
tain blood-product  users;  homosexually 
active  men;  prostitutes;  drug  adicts;  and 
pregnant  women  in  any  high-risk  group, 
such  as  refugees  from  the  Far  East.  The 
cost  of  the  vaccine  is  high— about  $100  for  a 
series  of  three  shots— but  a  pittance  com- 
pared with  the  cost  of  the  disease. 

Rubella.  In  1964-65  when  an  epidemic  of 
rubella  (often  called  German  measles)  swept 
the  country,  the  toll  was  staggering:  20,000 
infants  with  birth  defects  and  11,000  in- 
stances of  fetal  death  due  to  miscarriage  or 
therapeutic  abortion.  And  then  a  new  vac- 
cine virtually  eliminated  rubella. 

Rubella,  however,  still  remains  a  problem; 
604  cases  were  reported  by  the  CDC  in  1985. 
Experts  urge  all  non-pregnant  females  in 
their  childbearing  years  who  do  not  have  a 
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clear-cut  record  of  a  rubella  vaccination  to 
get  one  now. 

Measles.  Though  measles  was  all  but 
eliminated  by  an  effective  vaccine,  enough 
children  manage  to  slip  through  the  immu- 
nization net  each  year  to  produce  relatively 
small  outbreaks,  most  notably  on  college 
campuses.  While  measles  is  rarely  fatal,  it 
can  cause  serious  complications:  ear  infec- 
tions, pneumonia  and  encephalitis  amohg 
them.  Any  young  adult  with  no  record  of 
measles,  and  no  vaccination  with  a  live-mea- 
sles vaccine  in  childhood,  should  consult  a 
physician. 

Tetanus.  If  you  step  on  a  nail,  chances  are 
your  doctor  will  give  you  a  tetanus  shot 
while  treating  the  wound.  "Tetanus  is  a  ter- 
rible disease  with  a  high  death  rate."  ex- 
plains an  emergency-room  physician,  "so 
prevention  is  a  top  priority." 

Yet  waiting  to  get  a  shot  in  an  emergen- 
cy—particularly if  the  wound  is  deep  and 
dirty,  and  some  time  has  elapsed— may  de- 
crease your  protection.  The  best  bet:  a  boost- 
er injection  every  ten  years.  The  CDC  recom- 
mends the  combined  tetanus-diphtheria  vac- 
cination (though  they  can  be  given  sepa- 
rately). The  incidence  of  diphtheria  is  low. 
but  a  booster  shot  every  ten  years  is  "safe, 
inexpensive  and  g(X>d  insurance."  says  Dr. 
Duma. 

Immunization  is  one  of  the  best  bargains 
around.  "If  you're  not  up-to-date."  states 
Dr.  Duma,  "now  is  the  time  to  make  an  ap- 
pointment with  your  physician." 


SUPPORT  FOR  THE  CONTRAS: 
AMERICAS  DELICATE  BET 


HON.  JIM  KOLBE 

OF  ARIZONA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  KOLBE.  Mr.  Speaker,  I  understand  aid 
to  the  Contras  will  probably  be  included  in  the 
continuing  resolution  which  we  are  consider- 
ing on  the  House  floor  this  week.  This  issue 
has  been  panicularly  controversial  m  the 
House  of  Representatives,  and  the  decision  to 
oppose  or  support  this  assistance  has  re- 
quired a  great  deal  of  soul  searching  for  many 
Members  of  this  body. 

Today,  I  am  submitting  an  article  from  Sep- 
tember 6,  1986,  edition  of  the  Economist  on 
Contra  aid.  I  believe  this  piece  provides  a  bal- 
anced, objective  analysis  of  the  dilemma  the 
United  States  and  other  supporters  of  democ- 
racy in  Nicaragua  face.  I  urge  my  colleagues 
to  review  this  article  carefully  and  to  continue 
to  support  adequate  assistance  to  the  Nicara- 
guan  freedom  fighters. 

The  article  follows: 

[From  the  Economist.  Sept.  6.  1986) 
Why  the  Contras? 

President  Reagan  is  about  to  receive  from 
Congress,  no  last-minute  hitch  intervening, 
a  bill  that  will  authorize  him  to  spend 
$100m  to  help  the  contra  guerrillas  wage  a 
war  against  Nicaragua's  Sandinist  govern- 
ment: a  war  that  has  already  cost  more  than 
15,000  lives.  It  has  taken  all  of  Mr.  Reagan's 
vast  powers  of  persuasion  to  wring  approval 
of  this  "wanton,  bloody  war",  as  the  New 
York  Times  has  called  it,  out  of  the  Senate 
and  the  House  of  Representatives.  He  has 
done  so  against  the  apparent  wishes  of  most 
Americans.  West  Europeans  are  antagonis- 
tic. It  is  hard  to  find  a  Latin  American  voice 
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raised  in  public  in  support  of  Mr.  Reagan, 
even  though  the  emotions  the  Sandinists 
privately  inspire  among  most  Latin  Ameri- 
cans are  dislike  and  fear. 

This  is  a  remarkable  storm  over  a  country 
of  3m  people.  But  the  Sandinists  are  at  the 
center  of  a  debate  that  the  West,  and  par- 
ticularly the  United  States,  has  seemed  in- 
capable of  settling  for  the  past  quarter-cen- 
tury. How  far  can  it  go  in  trying  to  turn 
events  in  the  third  world  in  a  democratic  di- 
rection? How  far  should  the  superpower 
contest  intrude  on  the  third  world?  What 
has  Vietnam  taught  America  about  the  uses 
of  its  power?  Mr.  Reagan  does  not  have 
many  doubts:  he  now  says  that  the  contras 
may  have  to  take  over  Nicaragua  by  force  if 
they  do  not  succeed  in  making  the  Sandin- 
ists accept  a  fully  open  and  supervised  elec- 
tion. 

Are  his  instincts  right?  That  depends  on 
two  things:  whether  Nicaragua  is  becoming 
a  Leninist  state;  and  whether  American  sup- 
port for  an  armed  attack  on  a  Latin  Ameri- 
can government  serves  the  interests  of  the 
United  States  and  of  Latin  America. 

Not  many  people  doubt  that  the  Sandin- 
ists are  running  a  nasty  regime  that  is  im- 
poverishing their  country.  Most  civil  liber- 
ties have  been  suppressed,  the  last  voice  of 
an  independent  press  was  silenced  this  year, 
the  church  is  harried  and  whole  groups  of 
Indians  tiave  been  forced  out  of  their 
homes.  Economic  miseries  have  been  piled 
on  political  ones.  Nicaragua's  foreign  debt 
of  $6  billion  is  far  larger  than  the  country's 
shrinking  GDP.  manufacturing  industry  has 
collapsed,  even  rice  and  beans  are  now  ra- 
tioned in  peasant  diets. 

The  wisest  policy  toward  such  a  regime  is 
usually  to  let  it  self-destruct,  the  Sandinists 
seem  well  on  their  way  to  that.  The  guess  of 
some  observers  is  that  perhaps  only  a  fifth 
of  city-dwellers,  and  a  slightly  higher  pro- 
portion of  peasants,  now  back  the  govern- 
ment. But  the  worry  about  the  Sandinists  is 
that  that  they  may  be  putting  themselves  in 
a  ijosition  where  no  amount  of  unpopularity 
or  incompetence  will  ever  make  any  differ- 
ence to  their  grip  on  power.  Their  75,000- 
man  army  (Central  America's  largest  by  far) 
and  44.000-man  reserve  are  there,  very 
likely,  not  just  to  fight  contras  but  also  to 
impose  a  full-blooded  communist  govern- 
ment on  the  country. 

COMMUNISTS  ARE  DIFFERENT 

For  democrats,  the  prospect  of  another 
communist  government  matters  not  so 
much  because  such  regimes  are  unpleasant 
as  because  they  seem  irreversible.  Fran- 
coists  give  way  in  Spain.  Marcoses  depart 
from  the  Philippines.  Duvaliers  leave  Haiti. 
Somozas  eventually  get  thrown  out  of  Nica- 
ragua: but  after  too  many  decades  of  experi- 
ence the  world  has  yet  to  see  a  single  com- 
munist regime  dislodged.  These  regimes  stay 
in  place,  even  when  their  people  would  over- 
whelmingly wish  them  to  go.  because  the 
single  permitted  party  has  established  a  mo- 
nopoly of  control— over  the  economy,  educa- 
tion, culture  and  communications,  as  well  as 
ordinary  politics— far  tighter  than  that 
achieved  by  any  conventional  dictatorship. 
That  leaves  democrats  little  room  for  man- 
oeuvre. If  a  country  is  sliding  into  Leninism, 
more  modest  instruments  of  pressure,  like 
economic  sanctions,  are  often  useless.  Mili- 
tary force  is  frequently  the  only  thing  that 
can  stop  it.  and  the  decision  has  to  be  made 
at  an  early  stage:  once  a  country  has  crossed 
the  line,  it  is  lost. 

Are  the  Sandinists  really  the  communists 
Mr.  Reagan  claims?  A  few  people  in  Nicara- 
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gua.  if  they  are  prominent  enough,  can  still 
speak  out:  a  private  sector  still  functions: 
the  Sandinists  allowed  a  fairish  election  in 
1984:  there  is  a  small,  though  largely  ig- 
nored, democratic  opposition.  Different  cur- 
rents of  thought  exist  within  the  govern- 
ment, and  Sandinism  has  a  distinctly  Nica- 
raguan  flavour.  But  most  of  the  evidence  is 
on  the  other  side.  Much  of  the  repressive 
apparatus  of  an  East  European  state  is  al- 
ready in  place:  "neighbourhood  commit- 
tees", a  large  Cuban-trained  secret  police. 
an  army  and  propaganda  system  named 
after  the  regime.  The  Sandinists  have  asked 
for  "comprehensive  integration"  with  Co- 
mecon,  the  Soviet-bloc  economic  group. 

Many  people  object  that  the  Sandinists 
are  t>eing  driven  against  their  will  into  Rus- 
sian arms  by  the  American  threat  against 
them:  but  the  record  belies  that.  In  1979-80 
United  States  gave  $U8m  in  aid  to  the  San- 
dinists. while  they  were  opening  the  door  to 
Cuban  arms  and  advisers.  The  Sandinists 
took  advantage  of  the  long  pauses  that  the 
American  Congress  forced  in  Mr.  Reagan's 
pro-contra  campaign  to  show  their  attach- 
ment to  Moscow  and  to  tighten  their  inter- 
nal repression.  They  have  so  far  refused  to 
agree  to  a  regional  peace  treaty  drawn  up  by 
the  Contadora  group.  The  more  plausible 
conclusion  is  that  the  only  thing  sparing 
the  Nicaraguan  people  Cuba's  fate  is  the 
contra  guerrillas'  military  harassment  of 
the  Sandinist  regime. 

Some  of  Mr.  Reagan's  critics  accept  this, 
but  argue  that  the  contra  cure  is  worse  than 
the  Sandinist  disease.  The  contras  are  still 
widely  seen  in  the  West  as  a  murderous 
rabble  consisting  mainly  of  left-over  thugs 
from  Somoza's  despi.sed  National  Guard. 
This  view  no  longer  has  much  to  support  it. 
The  contras  have  done  atrocious  things,  but 
no  more  than  most  groups  of  men.  of  left  or 
right,  who  fight  this  shapeless  sort  of  war 
(and  certainly  no  more  than  the  guerrillas 
in  Afghanistan).  They  include  2.000-3.000 
ex-Somoza  men.  But  they  have  almost  as 
many  disillusioned  ex-Sandinists  in  their 
ranks,  and  their  civilian  leaders— like  Adolfo 
Calero.  Arturo  Cruz  and  Alfonso  Robelo— 
have  good  democratic  credentials.  The  most 
telling  thing  about  the  contra  army  is  its 
size.  The  2.000  former  National  Guardsmen 
of  five  years  ago  have  grovm  into  an  army 
of  16.000.  three  times  as  big  as  the  Sandinist 
army  was  when  it  marched  into  Managua. 
The  new  recruits  are  not  press-ganged;  they 
are  fleeing  from  the  Sandinists. 

THE  WIDER  WAR 

For  all  that.  Nicaragua  is  a  tiny  country. 
If  America's  policy  is  to  make  sense,  it  must 
serve  broader  interests.  One  of  those  in- 
volves America's  contest  with  Russia.  Local 
explosions,  however  strong  their  local 
causes,  also  weigh  in  the  balance  of  advan- 
tage and  disadvantage  that  the  world's  two 
global  powers  keep  with  each  other.  A  Peo- 
ple's Democratic  Republic  of  Nicaragua 
would  be  an  example  for  revolutionaries 
elsewhere  in  Latin  America,  and  another 
willing  forward  base  of  Leninism  in  the 
western  hemisphere.  No  democrat  in  the 
West— even  those  who  think  Mr.  Reagan  is 
wrong  about  Nicaragua— could  welcome 
that. 

Still,  the  United  States  took  such  a  blow- 
in  'Vietnam,  and  lived  in  its  defeat  to  see  a 
mostly  flourishing  Southeast  Asia.  Is  Mr. 
Reagan  misjudging  the  importance  of  Nica- 
ragua for  the  rest  of  Central  America? 

The  civil  wars  which  that  wretched  region 
has  been  enduring  for  the  past  decade  have 
killed  perhaps  150.000  people  out  of  a  total 
population  of  20m.  They  are  in  part  the 
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product  of  deep  changes  in  economies  and 
societies  still  cruelly  divided  by  race.  They 
are  also  the  result  of  too  many  decades  of 
right-wing  and  military  repression,  which 
the  United  States,  to  its  great  discredit,  did 
nothing  to  try  to  relieve.  In  the  past  five 
years,  however,  the  Americans  have  helped 
to  nudge  hard-right  regimes  in  Guatemala. 
El  Salvador  and  Honduras  towards  the 
centre.  All  three  countries  now  have  demo- 
cratically elected  presidents  (even  though 
each  is  still  too  little  the  master  of  his  coun- 
try's generals).  The  danger  of  an  unchecked 
Nicaragua  is  that  it  could  drag  other  Cen- 
tral American  countries  back  into  the  anti- 
democratic turmoil  from  wliich  they  are 
just  beginning  to  escape. 

Until  they  became  preoccupied  with  the 
contras  a  couple  of  years  ago.  the  Sandinists 
were  giving  a  good  deal  of  help  to  El  Salva- 
dor's guerrillas,  and  smaller  amounts  to  the 
smaller  insurgent  groups  in  Guatemala  and 
Honduras.  The  Sandinists  said  then  that 
"the  revolution  goes  beyond  our  borders".  It 
is  possible  that  even  unrestrained  by  the 
contras.  Nicaragua's  leaders  would  not 
resume  the  revolution-exporting  business: 
but  it  is  not  probable.  Their  inclination  to 
keep  to  themselves  is  probably  about  equal 
to  their  inclination  not  to  create  a  Leninist 
state. 

AMERICA'S  DELICATE  BET 

As  Congress  has  discovered,  the  United 
States  has  an  unenviable  choice.  It  does  not 
really  know  whether  the  Sandinists  are 
enough  of  a  threat  to  their  own  people,  or 
to  the  rest  of  Central  America,  to  warrant 
sponsoring  a  war  against  them:  but  if  it  does 
not  keep  the  contras  alive  now  it  may,  if 
things  go  badly,  have  no  instrument  short 
of  its  own  army  to  put  a  stop  to  the  advance 
of  communism  in  Central  America. 

This  dilemma  is  not  reflected  in  Mr.  Rea- 
gan's unruffled  certitude.  He  wants  the  San- 
dinists out.  period.  The  proper  aim  of  the 
United  States  should  be  limited  to  getting 
them  to  agree  to  a  regional  arms-cutting 
treaty  and  regular  elections  (which  would 
almost  certainly  block  the  emergence  of  a 
one-party  Leninist  state),  both  under  inter- 
national supervision.  The  uncertainties 
about  Nicaragua  justify  no  more  assertive  a 
course.  But  even  that  will  remain  out  of 
reach  unless  the  Sandinists  are  out  under 
pressure.  The  United  States  has  tried 
friendship  and  aid:  economic  sanctions:  and 
now  support  for  the  contras.  This  last  ele- 
ment, for  all  its  crudeness.  still  seems  a  nec- 
essary part  of  the  pressure  if  it  is  to  have 
any  chance  of  success. 


NICARAGUAN  DEPORTATIONS 


HON.  JOE  MOAKLEY 

OF  MASSACHUSETTS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  MOAKLEY,  Mr.  Speaker,  today  I  sent  a 
letter  to  Assistant  Secretary  of  State  for  Inter- 
Amencan  Affairs  Elliott  Abrams  supporting  his 
recent  statement  that  the  Reagan  administra- 
tion Is  Intending  to  "reconsider  the  political 
refugee  status  of  NIcaraguans  currently  in  the 
United  States. " 

Mr.  Abrams  made  his  statement,  according 
to  an  Associated  Press  wire  story,  at  a  dinner 
hosted  by  the  Miami  based  Nicaraguan  Ameri- 
can Bankers  Association  and  the  Nicaraguan 
American  Private  Enterprise  Council. 
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I  believe  that  the  violence  inflicted  on  Nica- 
raguan civilians— by  both  the  Sandinistas  and 
the  Ckjntra  forces— should  have  compelled 
this  administration,  long  ago,  to  halt  Nicara- 
guan deportations. 

While  I  applaud  Mr.  Abrams'  recent  re- 
nnarks,  I  also  encourage  him  not  to  ignore  the 
equally  tragic  plight  of  the  Salvadoran  refu- 
gees. Despite  the  best  intentions  of  Salvador- 
an President  Duarte,  there  is  still  great  cause 
for  concern  with  regard  to  human  rights  In  El 
Salvador. 

Mr.  Speaker,  to  advocate,  as  I  and  many 
other  Members  do,  the  temporary  suspension 
of  Salvadoran  and  Nicaraguan  deportations 
should  not  be  Interpreted  as  a  statement  for 
or  against  United  States  foreign  policy  in  the 
region.  The  issue  of  protecting  Salvadorans 
and  NIcaraguans  is  not  a  political  or  partisan 
matter— It  Is  a  humanitarian  concern.  I  hope 
my  colleagues  will  keep  this  in  mind  as  we 
debate  this  issue  In  the  coming  days. 

For  the  benefit  of  my  colleagues,  I  am  sub- 
mitting my  letter  to  Mr.  Abrams  for  the 
Record. 

House  of  Representatives. 
Washington.  DC.  September  16,  1986. 
Hon.  Elliott  Abrams. 

Assistant  Secretary  of  State  for  Inter-Ameri- 
can Affairs,  Department  of  State,  Wash- 
ington, DC. 

Dear  Mr.  Abrams:  An  Associated  Press 
wire  story  which  ran  on  September  16.  indi- 
cated that,  in  a  speech  before  900  people  at 
a  dinner  hosted  by  the  Nicaraguan  Ameri- 
can Bankers  Association  and  the  Nicara- 
guan-American  Private  Enterprise  Council, 
you  stated  the  Administration's  intention  to 
reconsider  the  political  refugee  status  of 
NIcaraguans  currently  in  the  United  States. 

I  am  very  encouraged  by  your  statement 
and  want  you  to  know  that  I  would  fully 
support  halting  the  deportation  of  NIcara- 
guans. As  you  may  know.  I  have  voiced 
strong  humanitarian  concerns  about  deport- 
ing NIcaraguans  back  to  their  homeland 
which  is  currently  engulfed  in  a  violent 
struggle.  On  July  23.  the  Subcommittee  on 
the  Rules  of  the  House,  of  which  I  am 
Chairman,  held  hearings  on  Congressman 
Barney  Frank's,  bill  H.R.  4893.  which  would 
temporarily  suspend  Nicaraguan  deporta- 
tions. Sadly,  the  Administration  chose  not 
to  testify.  I  am  an  original  sponsor  of  the 
Frank  bill  and  have  urged  its  prompt  consid- 
eration by  the  House.  The  human  rights 
abuses  by  both  the  Sandinistas  and  the  Con- 
tras should  have  compelled  the  Administra- 
tion, long  ago.  to  offer  NIcaraguans  ex- 
tended voluntary  departure  (EVD)  status. 

Similarly,  the  same  humanitarian  con- 
cerns you  have  raised  with  regard  to  Nicara- 
gua—hold true  for  El  Salvador.  Though  we 
can  be  heartened  that  Jose  Napoleon 
Duarte,  a  man  committed  to  peace  and  de- 
mocracy, is  currently  president  of  that  war- 
torn  country,  there  is  still  great  cause  for 
concern.  Random  violence  resulting  from 
the  war  is  commonplace.  There  continues  to 
be  abuses  of  human  rights  by  the  Salvador- 
an military  and.  it  would  appear,  that  vio- 
lence against  civilians  by  the  guerrillas  is  on 
the  rise.  Though  the  total  number  of  civil- 
ian deaths  each  year  has  decreased,  it  is  still 
at  an  unacceptable  high  level.  This  is  why, 
for  the  past  three  years,  I  have  been  advo- 
cating legislation  (H.R.  822)  that  would  pro- 
vide Salvadorans  EVD. 

During  House  consideration  of  the  Immi- 
gration Bill,  it  is  my  intention  to  include  a 
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provision  which  would  offer  temporary  pro- 
tection to  both  Salvadoran  and  Nlcaraguan 
refugees.  I  am  aware  that  the  Administra- 
tion has  been  opposed  to  such  action  in  the 
past.  However,  in  light  of  your  recent  state- 
ment and  your  continued  concern  for 
human  rights,  I  hope  that  the  Administra- 
tion will  reconsider  its  position.  The  protec- 
tion of  refugees  is  not  a  partisan  or  political 
issue— it  is  a  humanitarian  issue. 
Sincerely, 

Joe  Moakley. 


THE  U.S.  CONSTITUTION 
REVISITED 


HON.  JOE  KOLTER 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  KOLTER.  Mr.  Speaker,  I  rise  on  this  oc- 
casion to  draw  attention  to  the  rapid  approach 
of  the  200th  anniversary  of  the  adoption  of 
our  U.S.  Constitution.  It  may  have  been 
through  the  Declaration  of  Independence  that 
we  proclaimed  our  liberty,  but  it  has  been 
through  the  Constitution  that  we  have  made  it 
work. 

When  the  Founding  Fathers  assembled, 
they  too  represented  backgrounds  as  diverse 
as  those  we  here  today  represent.  And  yet, 
they  forged  a  unity— the  Constitution  itself— by 
recognizing  the  strengths  of  the  individual  and 
the  advantages  of  debate.  This  Congress,  to- 
gether with  the  executive  and  judicial 
branches  of  Government  are  tangible  manifes- 
tations of  this  ideal  born  200  years  ago.  And 
this  ideal  is  as  relevant  today  as  it  was  back 
then.  We  have  indeed  come  a  long  way  in  two 
centuries.  Our  great  Nation  has  known  times 
of  triumph  as  well  as  despair;  but  it  has  been 
through  the  respect  of  the  individual  and  the 
orderly  operation  of  law,  that  we  have  thrived. 

It  is,  therefore,  only  right,  then,  that  we  join 
the  Chief  Justice  in  paying  tribute  to  the  su- 
preme law  of  the  land.  It  is  a  time  for  all 
Americans  to  recognize  the  significance  of 
this  Constitutional  achievement. 

And  with  that,  Mr.  Speaker,  I  call  to  my  col- 
leagues' attention  today  an  article  written  by 
Prof.  Charles  L.  Kennedy  of  the  Pennsylvania 
State  University,  York  Campus.  Professor 
Kennedy  praises  the  Founding  Fathers  for 
their  faith  In  the  American  people,  and  is  striv- 
ing to  raise  the  level  of  public  awareness  re- 
garding this  momentous  event  in  our  Nation's 
history  and  the  impact  it  has  on  all  Americans. 
It  is  the  spirit  of  proud  individuals  like  Profes- 
sor Kennedy  that  has  made  our  Nation  great 
and  helps  us  all  look  confidently  toward  our 
third  century  of  nationhood  under  the  best 
system  of  govenment  ever  devised: 

The  U.S.  Constitution  Revisited 
(By  Charles  L.  Kennedy) ' 
The   Bicentennial   of   the   United   States 
Constitution  will  be  observed  and  celebrated 
throughout  the  land  in  1987. 


'  Charles  L.  Kennedy  i.s  a  part-time  instructor  of 
political  science  at  York  Campus  and  executive  di- 
rector of  the  Manufacturers'  Association  of  the  Tri- 
Counties. 
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The  challenge  to  all  Americans  is  to  have 
a  meaningful  Bicentennial.  It  should  involve 
more  than  parades,  flag  waving,  bells  ring- 
ing and  tall  ships  marching. 

The  Bicentennial  of  the  U.S.  Constitution 
should  serve  as  an  '•American  renewal."  It 
should  be  a  renewal  of  the  spirit  of  the  Con- 
stitutional Convention,  a  renewal  of  respon- 
sibility and  individual  awareness,  and  a  new 
sense  of  civic  duty. 

The  ultimate  goal  should  be  to  generate 
the  sort  of  responsible,  exacting  thought  on 
questions  of  human  nature  and  conduct 
that  characterized  the  deliberations  of  the 
Constitutional  Convention  of  1787. 

As  emphasized  in  the  "American  Renew- 
al" series  by  Time  in  1981,  "If  there  is  one 
political  belief  that  Americans  cherish  as  an 
article  of  faith,  it  is  the  belief  that  their 
system  of  constitutional  government  is  the 
best  ever  devised  by  the  mind  of  man."  This 
has  been  called  the  American  sense  of  mis- 
sion. It  is  a  belief  in  an  ever  better  tomor- 
row, the  conviction  that  obstacles  exist  to  be 
overcome  and  that  the  United  States  has  a 
strong  and  beneficial  role  to  play  in  the 
world. 

Yet.  when  the  founding  fathers  assembled 
in  Philadelphia  in  1787,  they  not  only  did 
not  design  a  blueprint  for  the  America  of 
the  1980s,  but  had  not  the  slightest  idea 
what  it  would  be  like.  They  made  a  commit- 
ment, however,  not  to  wealth  and  power, 
but  to  a  vision  of  what  the  nation  could 
become.  The  ultimate  genius  of  the  found- 
ing fathers  was  their  recognition  of  the  plu- 
ralistic nature  of  American  society. 

It  is  important  to  emphasize  that  the  dele- 
gates to  the  Constitutional  Convention 
brought  to  Philadelphia  very  different  atti- 
tudes, motivations,  personal  beliefs  and  po- 
litical pressures. 

The  founding  fathers  recognized  the  spirit 
of  faction  that  permeated  throughout  the 
Constitutional  debates.  They  recognized  the 
capacity  of  the  American  citizens  to  reach  a 
measure  of  consensus,  unity  and  accommo- 
dation through  the  creative  interplay  of  the 
competing  factions. 

The  convention  was  about  problems  that 
have  always  confronted  society.  The  found- 
ing fathers  focused  on  several  of  these  uni- 
versal problems  that  continue  to  have  im- 
mediate significance  to  the  citizens  of  the 
United  States  in  the  1980s. 

The  Constitutional  Convention  was  an  at- 
tempt to  reconcile  a  host  of  conflicting  in- 
terests and  prejudices.  As  the  first  success- 
ful national  convention  in  modern  history, 
it  has  become  a  model  for  subsequent  con- 
stitutional conventions.  It  covered  the  spec- 
trum of  fundamental  issues  any  group 
would  face  in  forming  a  new  government.  It 
also  focused  on  efforts  to  improve  the  qual- 
ity of  life  and  society's  institutions. 

The  challenge  to  all  groups  and  organiza- 
tions in  the  United  States  in  their  observ- 
ance of  the  Bicentennial  will  be  to  revive  its 
responsibility  by  bringing  together  a  wide 
range  of  citizens  to  renew  and  continue  the 
debates  of  the  founding  fathers. 

We  must  revive  speculations  and  olxserva- 
tions  about  man  and  society,  about  the  best 
means  of  bringing  about  social  justice. 

As  did  the  founding  fathers,  we  must  en- 
deavor to  effect  workable  compromises  for 
those  issues,  practical  and  ideological,  upon 
which  we  disagree.  We  will  have  differences 
in  perception,  purpose,  philosophy  and 
values,  as  did  the  founding  fathers,  and  the 
Republic  itself. 

We  need  to  stimulate  creative  .thought 
and  develop  a  sense  of  responsibility  in  the 
individual  citizens  for  the  many  problems 
currently  confronting  the  country. 
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Most  importantly,  however,  our  observ- 
ance of  the  Bicentennial  of  the  U.S.  Consti- 
tution should  be  based  on  confidence  and 
trust  in  individual  Americans:  "those  count- 
less citizens  who,  despite  all  the  doubts,  the 
heedlessness,  the  disorder  of  the  society,  go 
about  their  lives  with  courage  and  patience, 
slangy  competence  and  cheerful  persistence, 
with  some  anger  and  some  kindness  and 
above  all  with  the  odd  conviction  that  their 
country  is  still  an  experiment  and  that  it 
must  stand  for  something  beyond  mere  sur- 
vival." 

If  we  can  do  this,  then  we  will  continue  to 
meet  the  challenge  of  the  ages. 


SOVIET  JEWRY 


HON.  BILL  SCHUEHE 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  SCHUETTE.  Mr.  Speaker,  I  would  like  to 
bring  to  the  attention  of  my  colleagues  the 
plight  of  Lev  Ovsishcher  and  his  wife,  Tatiana 
Ulanovskaya,  refuseniks  living  in  Moscow. 

Mr.  Ovsishcher  was  born  December  14, 
1919,  in  the  Vitebsk  region  of  western  Russia. 
Ovsishcher  joined  the  Red  Army  when  he  was 
20,  as  an  aviation  mechanic.  In  1941  he  at- 
tended pilots'  school,  graduating  as  a  pilot, 
and  then  becoming  a  political  organizer.  As  a 
member  of  the  Communist  Party,  he  was  sent 
to  a  special  Political  Commissars'  school  and 
became  a  Political  Commissar  in  1942.  Lev 
distinguished  himself  during  Worid  War  II.  He 
was  credited  with  making  24  flights  over 
German  lines  and  fought  on  the  Kursk  front 
and  at  the  Battle  of  Kmev.  After  the  war,  he 
went  to  the  Air  Force  Academy,  and  In  1950 
was  promoted  to  commander.  He  retired  with 
the  rank  of  colonel  in  1961. 

During  the  Doctor's  Trial  of  1953,  Ov- 
sishcher began  to  question  the  fact  that  the 
officials  were  trying  to  prove  that  the  doctors 
who  had  allegations  made  against  them  were 
Jews.  He  began  to  study  Jewish  history  and 
began  to  understand  that  Jews  are  the  people 
who  often  suffer  more  than  others.  He  began 
to  think  about  emigrating  to  Israel. 

Ovsishcher  first  applied  for  an  exit  visa  in 

1971.  This  request  was  denied  In  January 

1972.  Since  then   he   has  repeatedly   been 
denied  permission  to  leave  his  native  country. 

In  1972  he  was  summoned  to  court  with 
three  other  senior  officers,  who  had  applied  to 
go  to  Israel.  For  6  months  preparations  were 
made  for  a  trial  on  a  charge  of  anti-Soviet  ac- 
tivity. After  the  intervention  of  a  U.S.  Senator, 
the  trial  was  abandoned.  Ovsishcher  lost  his 
colonel's  rank,  being  made  a  private,  and  was 
deprived  of  his  colonel's  pension. 

For  12  years  Ovsishcher  has  waited  for  a 
visa.  In  1 978  his  daughter  Tanya  was  allowed 
to  leave  for  Israel  after  waiting  for  a  visa  for  8 
years.  In  1984  Ovsishcher  married  Tatiana 
Ulanovskaya,  also  a  refusenik  who  was  living 
in  Moscow. 

Tatiana  Ulanovskaya  was  born  in  Moscow, 
March  11,  1927.  In  1950  she  received  a  mas- 
ter's degree  in  radio  engineering,  then  worked 
in  her  field  for  30  years.  After  applying  for  an 
exit  visa  In  December  1 980  she  has  not  been 
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allowed  to  work.  Her  son.  Lev  Ulanovskaya, 
was  allowed  to  emigrate  in  1 979. 

Ovsishcher  and  his  wife  have  not  spoken 
against  the  Soviet  Government,  only  request- 
ed permission  to  leave  for  Israel  where  they 
have  been  granted  Israeli  citizenship. 

Lev  and  Tatiana  are  only  2  of  at  least 
400,000  Soviet  Jews  who  have  been  refused 
permission  to  leave  their  own  country.  Refus- 
ing to  allow  them  to  emigrate  is  in  direct  viola- 
tion of  international  law  as  expressed  in  article 
13,  section  2  of  \t\e  Universal  Declaration  of 
Human  Rights  which  states:  "Everyone  has 
the  right  to  leave  any  country,  including  his 
own,  and  to  return  to  his  country." 

Because  basic  human  rights  are  being 
denied  to  these  Jewish  refuseniks,  Members 
of  Ck>ngress  and  the  American  people  should 
continue  to  support  the  Call  to  Conscience 
Vigil  for  Soviet  Jews. 


TRIBUTE  TO  JAMES  BIERY,  SR. 


UMi 


HON.  DON  RITTER 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  RITTER.  Mr.  Speaker,  Jim  Biery  will  live 
on  In  memory  as  a  gentleman  with  a  great 
sense  of  humor.  He  will  be  remembered  as  a 
man  with  a  zest  for  life  and  a  willingness  to 
get  involved  with  his  community.  He'll  be  re- 
membered as  a  leader— amongst  veterans, 
sp>ortsmen,  conservationists  and  just  plain 
people.  He  was  my  friend  and  a  pioneer  in 
more  ways  than  one. 

James  Biery.  Sr..  Sportsman,  Active  in 
Allentown  Fair 

James  S.  Biery  Sr.,  87,  of  835  Chew  St..  Al- 
lentown, died  Wednesday  in  Allentown  Hos- 
pital. He  was  the  husband  of  Ella  I.  (Bar- 
tholomew) Biery.  They  observed  their  61st 
wedding  anniversary  in  July. 

He  was  an  electrical  inspector  for  the  City 
of  Allentown  for  20  years,  retiring  in  1969. 

A  superintendent  in  Agricultural  Hall  at 
the  Allentown  Pair  for  65  years  before  retir- 
ing in  1984,  he  developed  much  of  the 
wiring  for  the  grandstand  and  major  fair 
buildings,  and  was  in  charge  of  the  electrical 
system  for  shows  for  48  years. 

Bom  in  Allentown,  he  was  a  son  of  the 
late  Samuel  P.  and  Rosa  E.  (Schubert) 
Biery. 

He  was  a  member  of  Trinity  United 
Church  of  Christ,  Allentown. 

An  Army  veteran  of  World  War  I  serving 
in  the  Medical  Corps,  he  was  a  past  com- 
mander of  the  local  World  War  I  Veterans 
group. 

Active  in  sportsmen's  organizations  since 
1921,  he  was  inducted  into  the  Pennsylvania 
Federation  of  Sportsmen's  Clubs  Hall  of 
Fame  in  1974.  In  1979  he  received  citations 
from  the  state  Senate  and  House  of  Repre- 
sentatives and  the  Pioneer  Pish  and  Game 
Protective  AsscKiation  for  his  work  in  con- 
servation. He  received  the  Allentown  Spirit 
Award  in  1983  for  his  work  with  senior  citi- 
zens and  fishermen. 

Biery  was  a  director  of  the  Lehigh  County 
Federation  of  Sportsmen's  Cluljs.  an  emeri- 
tus member  of  the  executive  tward  of  the 
Pioneer  Pish  and  Game  Protective  Associa- 
tion and  was  fish  committee  chairman  for 
the  State  Federation  of  Sportsmen's  Clul>s 
for  five  years. 
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He  was  a  past  president  of  many  sports- 
men's clubs  including  Pioneer,  Southeast 
Division  of  the  Federation  of  Sportsman's 
Clut)s.  Lehigh  County  Federation  of  Sports- 
man's Club,  and  Queen  City  Sportsman's 
Association.  He  was  chairman  of  the  Queen 
City  Sportsman's  Trout  Rearing  Committee 
for  the  past  36  years,  and  served  50  years  as 
a  Pennsylvania  Waterway  patrolman. 

Surviving  with  his  widow  are  a  son,  James 
S.  Jr.  of  Harrisburg:  two  daughters,  Marilyn 
L.,  wife  of  Chester  Gierula  of  Brookville, 
Md..  and  Ann  Marie,  wife  of  Donald  Eshle- 
man  of  Kirkwood.  N.J.:  a  brother,  Woodrow 
of  Allentown;  a  sister,  Mrs.  Eleanor  Sage  of 
Northampton:  eight  grandchildren,  and 
three  great-grandchilden. 


September  18,  1986 


JOHN  CAMPBELL  IN  AUSTRALIA 


HON.  DOUG  BEREUTER 

OF  NEBRASKA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  BEREUTER.  Mr.  Speaker,  the  arlicle  fol- 
lowing was  written  by  John  Campbell,  a  native 
of  Nebraska,  who  is  a  member  of  the  staff  of 
the  U.S.  Senate  Committee  on  Agriculture, 
Nutrition,  and  Forestry  now  enrolled  for  post- 
graduate study  in  agricultural  economics  at 
the  University  of  Sydney  in  Australia. 

Mr.  Campbell  first  addresses  the  concerns 
recently  raised  by  Australia  about  the  use  of 
the  Export  Enhancement  Program  by  the 
United  States  Government  for  agricultural  ex- 
ports; second,  compares  the  farm  and  agricul- 
tural export  programs  of  the  European  Com- 
munity, Australia,  and  the  United  States;  and 
third,  assesses  the  economic  and  international 
trade  impact  of  the  United  States  1985  farm 
bill. 

Among  other  major  points  made  by  Mr. 
Campbell,  he  notes  that  all  of  the  major  wheat 
exporting  nations  have  support  schemes  for 
wheat  farmers,  but  the  United  States  is  the 
only  one  operating  a  scheme  to  reduce  pro- 
duction and  keep  supplies  off  the  market.  The 
result  of  this  unilateral  supply  management, 
he  says,  is  that  America  has  lost  its  share  of  a 
shrinking  market  to  such  countries  as  Austra- 
lia and  the  countries  of  the  European  Commu- 
nity. These  conditions  result  not  from  any 
impact  of  the  1985  farm  bill— we  are  now  in 
the  harvest  season  of  its  first  year— but  from 
the  U.S.  farm  policy  during  the  last  6  or  more 
years.  During  the  political  season  when  rash 
and  irrational  statements  about  U.S.  agricultur- 
al policy  are  almost  the  norm,  I  urge  my  col- 
leagues to  read  these  relevant  excerpts  from 
Mr.  Campbell's  article  printed  in  the  August  6, 
1 986,  edition  of  the  Sydney  Morning  Herald: 
Wheat:  Aust's  F^ee  Ride  Ends 
(By  John  Campbell) 

The  other  day  I  rang  Telecom  informa- 
tion to  get  the  telephone  number  of  the  US 
Agricultural  Attache.  The  operator,  recog- 
nising my  obvious  American  accent,  said  the 
US  could  take  its  agriculture  "up  on  the 
next  space  shuttle". 

There  has  always  been  room  for  more  ra- 
tional discussion  of  agricultural  problems. 
The  near-panic  generated  by  US  Congres- 
sional proposals  to  widen  the  American 
export  subsidy  program  to  include  the 
Soviet  Union  and  China  makes  it  even  more 
necessary  to  examine  the  reasons  for  this 
"crisis". 


The  problem  is  a  combination  of  three 
fundamental  facts.  First,  the  world  does  not 
want  to  buy  in  international  trade  as  much 
wheat  as  it  did  only  a  few  years  ago.  Since 
the  1980-81  crop  year,  world  wheat  trade 
has  been  flat  or  falling  and  now  stands  at 
about  10  percent  less  than  it  did  six  years 
ago  and  13.5  per  cent  less  than  it  did  only 
two  years  ago. 

Second,  production  of  wheat  by  exporting 
countries,  on  the  whole,  has  not  changed. 
Production  in  Australia  and  the  EC  has 
been  rising  over  the  past  five  years  with  off- 
setting production  declines  in  the  US  and 
Argentina. 

Third,  only  one  country,  the  US,  has  had 
a  deliberate  policy  of  trying  to  reduce  pro- 
duction and  hold  stocks  off  the  market  in 
an  effort  to  keep  prices  as  high  as  they  were 
when  demand  was  stronger. 

It  may  seem  like  common  sense  that  when 
consumers  do  not  want  to  buy  as  much,  but 
producers  keep  the  same  amount  on  the 
market,  prices  go  down.  I  have  used  wheal 
as  the  example,  but  the  same  could  be  said 
of  cotton,  coarse  grains  and  rice.  Why  then 
do  farmers  insist  on  various  forms  of  gov- 
ernment intervention  to  shield  them  from 
the  realities  of  the  market  place? 

Before  the  new  US  farm  bill  became  law, 
American  farmers  had  a  vast  network  of 
subsidies  all  aimed  at  idling  land  and  keep- 
ing stocks  off  the  market  so  that  prices 
would  be  kept  high.  Australian  wheat  farm- 
ers have,  until  1984,  had  a  scheme  whereby 
domestic  users  paid  a  higher  price  for  wheat 
than  the  world  market  price  and  taxpayers 
footed  the  bill  if  world  market  prices  were 
not  as  high  as  the  guaranteed  minimum 
export  price.  The  Australian  wheat  scheme 
only  protects  export  prices  and  is  expected 
to  pay  wheat  farmers  if  prices  drop  because 
of  the  US  subsidy  plan. 

European  farmers  have  a  system  whereby 
domestic  consumers  pay  a  price  vastly 
higher  than  the  world  price  and  all  produc- 
tion in  excess  of  domestic  needs  is  dumped 
on  the  world  market  for  whatever  price  it 
will  bring. 

Although  all  of  the  major  wheat  export- 
ing nations  have  support  schemes  for  wheat 
farmers,  only  the  US  is  operating  a  scheme 
to  reduce  production  and  keep  supplies  off 
the  market.  The  outcome  has  been  that 
America  has  lost  its  share  of  a  shrinking 
market  while  its  competitors,  including  Aus- 
tralia, have  gained.  American  wheat  farmers 
listen  grimly  to  US  Department  of  Agricul- 
ture predictions  that  their  wheat  exports 
will  fall  44  percent  from  the  1983-84  crop, 
the  largest  year-to-year  drop  in  exports  ever 
recorded.  Overall,  since  the  peak  export 
year  of  1980-81.  American  wheat  farmers 
have  lost  40  percent  of  their  market  share. 

Meanwhile.  Australian  farmers  during 
this  period  have  l)een  happily  producing 
and  exporting  more  and  more  as  if  nothing 
had  changed  in  the  world  market  place.  In 
fact,  the  Australian  Wheat  Board  recently 
predicted  their  third  straight  record  export 
year  on  a  volume  basis.  Australia's  market 
share  has  risen  from  roughly  11  percent  in 
crop  year  1980  to  more  than  17  percent  in 
crop  year  1985— more  than  a  50-percent  in- 
crease. The  European  Community  has  also 
increased  its  market  share  in  the  face  of 
falling  world  demand. 

How  could  this  happen?  Most  of  the 
blame  can  be  laid  directly  at  the  doorstep  of 
past  US  farm  policy.  The  rest  can  be  blamed 
on  exchange  rate  fluctuations  and  refusal 
by  the  EC  to  moderate  their  export  dump- 
ing policies.  As  stated  earlier,  American 
farm  policy  has  attempted  unilaterally  to 
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alter  supply  and  demand  conditions.  The 
result:  US  markets  have  been  taken  up 
(American  farmers  would  say  stolen)  by 
Australia  and  others  at  just  below  the  US 
asking  price. 

The  1983  US  payment-in-kind  program  is 
a  good  example.  In  that  year.  32  million 
hectares  were  taken  out  of  production- 
more  than  one  and  a  half  times  the  entire 
amount  of  Australian  land  in  broadacre  pro- 
duction. American  farmers  were  compensat- 
ed for  idling  this  massive  amount  of  land. 
Combined  with  a  summer  drought,  produc- 
tion was  reduced  and  prices  were  increased. 

How  did  US  competitors  react?  As  could 
be  expected  with  higher  prices,  they  in- 
creased the  area  sowed  to  wheat  by  26  mil- 
lion hectares,  almost  cancelling  the  impact 
of  the  US  program. 

Enter  the  new  US  farm  bill.  Seeing  the 
error  of  past  American  farm  policy.  Con- 
gress moved  decisively  to  reduce  the  price  of 
American  wheat,  coarse  grains,  cotton,  and 
rice,  to  limit  the  amount  of  land  taken  out 
of  production  in  a  year,  and  to  close  loop- 
holes in  farm  programs  which  rewarded  in- 
creased output  when  a  farmer's  acreage  was 
reduced.  To  protect  American  farmers  from 
bankruptcy  because  of  these  sharply  lower 
prices,  direct  cash  subsidies  were  kept  fairly 
high,  but  not  as  high  as  in  the  past. 

In  addition  to  these  direct  income  subsi- 
dies. American  farmers  were  assured  they 
would  not  be  left  on  their  own  to  fight 
unfair  competition  sponsored  by  foreign 
governments.  The  export  subsidy  program 
so  much  in  the  news  today  was  an  effort  on 
the  part  of  Congress  to  assure  hard-pressed 
farmers  that  the  Government  was  fighting 
for  them  against  the  European  Community 
and  other  governments  perceived  to  be 
predatory  competitors. 

Despite  the  possible  negative  conse- 
quences of  the  export  subsidy  program  or 
third  countries  such  as  Australia,  the  1985 
farm  bill  has  much  to  offer  in  the  way  of 
improving  the  environment  for  agricultural 
production  and  trade. 

The  1985  farm  bill  will  force  American 
farmers  to  face  the  realities  of  the  market 
place  to  a  greater  degree  than  has  been  the 
case  in  the  past.  Over  the  life  of  the  bill, 
subsidies  are  being  reduced.  It  will  also  end 
the  free  ride  Australian  and  other  competi- 
tors have  used  to  increase  their  share  of  the 
world  market  at  the  expense  of  American 
farmers  and  taxpayers.  The  most  efficient 
farmers  and  best  marketing  systems  will 
have  a  better  chance  of  finishing  ahead. 

Finally,  by  dramatically  increasing  the 
cost  of  European  farm  programs,  it  may 
even  bring  the  EC  to  change  its  farm 
policy— something  long  sought  by  Austra- 
lians as  well  as  Americans.  •  •  •  American 
farmers  should  not  demand  their  markets 
back  in  one  year  after  taking  six  to  lose 
them.  And  Australian  farmers  should  not 
mimic  American  farmers  by  demanding  that 
their  government  shield  them. 

(John  Campbell  is  a  member  of  the  staff 
of  the  US  Senate  Committee  on  Agriculture, 
Nutrition  and  Forestry.  He  is  doing  post- 
graduate study  in  agricultural  economics  at 
the  University  of  Sydney.) 
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CRIME  CONTRIBUTES  TO 
POVERTY 


HON.  MARGE  ROUKEMA 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mrs.  ROUKEMA.  Mr.  Speaker,  although 
there  has  been  much  interest  on  the  complex 
causes  of  poverty  in  this  country,  little  mention 
has  been  made  about  the  contribution  crime 
makes  to  the  poverty  problem.  However,  a 
recent  column  by  William  Raspberry  sheds 
light  on  this  issue. 

For  a  long  time,  Republicans  have  stressed 
the  need  for  a  greater  crackdown  on  crime. 
As  we  all  know,  serious  crime  (x;curs  most 
often  in  the  poorest  neighborhoods,  dispropor- 
tionately hurting  those  who  are  working  to  get 
themselves  out  of  poverty.  Mr.  Raspberry's 
column  discusses  a  recent  article  written  by 
the  director  of  the  Justice  Department's  Na- 
tional Institute  of  Justice,  James  K.  Stewart. 

Mr.  Stewart  believes  that  crime  in  Inner-city 
areas  has  made  it  harder  for  residents  of  poor 
neighborhoods  to  avail  themselves  of  income 
boosting  opportunity,  thereby  making  it  harder 
for  them  to  get  out  of  poverty.  It  also,  he  be- 
lieves, strangles  opportunity  directly  by  driving 
business  and  jobs  out  of  low-income  neigh- 
borhoods. Mr.  Stewart  offers  hope  by  provid- 
ing four  examples  of  communities  which,  by 
getting  tough  on  crime,  had  a  job-producing 
economic  turnaround. 

I  am  pleased  to  share  the  text  of  Mr.  Rasp- 
berry's column  with  my  colleagues. 

Washington.— In  the  days  when  decent 
people  used  to  worry  about  the  "roots  of 
crime,"  a  lot  of  us  were  convinced  that  one 
of  the  chief  causes  of  crime  was  poverty. 

We  believed  that  poverty,  because  it  pro- 
duced hunger,  dehumanizing  living  condi- 
tions, alienation  and  despair,  tended  to 
make  people  antisocial  and  predispose  them 
to  criminal  activity.  Poverty,  we  said,  causes 
crime. 

But  the  director  of  the  Justice  Dept.s  Na- 
tional Institute  of  Justice  has  turned  the 
idea  on  its  head.  Crime,  says  James  K.  Stew- 
art, writing  in  the  summer  issue  of  Policy 
Review,  causes  poverty.  The  former  Oak- 
land, Calif.,  police  official  does  not  mean 
merely  that  crime  impoverishes  its  victims 
by  stealing  their  goods  and  cash  (and  some- 
times their  health  and  life),  though  he  does 
contend  that  these  direct  costs  of  crime  hit 
hardest  at  the  poor  who  are  least  able  to 
afford  insurance  or  replace  stolen  necessi- 
ties. 

"The  less-direct  costs  of  crime  to  the  poor 
may  be  even  more  destructive,"  he  argues. 
"The  traditional  means  by  which  poor 
people  have  advanced  themselves— overtime, 
moonlighting  or  education  to  improve  fur- 
ture  opportunities— can  easily  be  obstructed 
by  crime  and  fear.  Why  risk  a  late  job  or 
night  school  if  the  return  home  means  wait- 
ing at  deserted  bus  stops  and  walking  past 
crowds  of  threatening  teen-agers? 

"A  secretary  declines  overtime  opportuni- 
ties if  they  extend  into  the  evening  because 
she  fears  being  robbed  between  the  taxi  and 
her  front  door.  A  husband  gives  up  night 
school  rather  than  leave  his  wife  and  young 
children  alone  at  home." 

If  crime  makes  it  harder  for  residents  of 
poor  neighlxjrhoods  to  avail  themselves  of 
income-boosting  opportunity,  it  also  stran- 
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gles  that  opportunity  directly,  by  driving 
business— and  jobs— out  of  low-income 
neighborhoods. 

"A  number  of  economic  features  ought  to 
attract  capital  to  revive  inner  cities,"  says 
Stewart.  "Most  poor  neighborhoods  are  lo- 
cated in  or  near  the  center  of  our  cities  and 
therefore  should  be  prime  locations  for 
commerce^  The  inner  city  usually  provides 
easy  access  to  railheads,  highways,  water 
and  power,  as  well  as  to  a  ready  labor 
supply.  It  already  has  the  infrastructure 
often  missing  from  the  suburbs  and 
exurbs." 

But  to  a  dismaying  extent,  the  inner  city 
also  has  crime:  Crime  that  translates  into 
unacceptable  losses  through  theft  and  bur- 
glary for  the  business  owners,  crime  that 
makes  suppliers  and  contractors  reluctant 
to  come  into  the  area,  crime  that  leads 
many  workers  to  look  for  jobs  in  less-menac- 
ing neighborhoods. 

What  is  the  solution?  Not  enterprise 
zones,  which  afford  relief  from  taxes  and 
government  regulation,  but  not  from  crime. 

But  there  is  another  way.  Stewart  offers 
the  examples  of  four  communities— East 
Brooklyn.  Oakland.  Watts  and  Portland. 
Ore.- that  managed  a  job-producing  eco- 
nomic turnaround  by  launching  a  direct  as- 
sault on  crime. 

The  East  Brooklyn  Industrial  Park  (with 
city  help)  knocked  down  abandoned  build- 
ings, installed  burglar  alarms,  trained  pri- 
vate security  guards  and  patrols  and  provid- 
ed escort  services  for  bu.sine.sses  and  resi- 
dents. Portland  undertook  a  similar  effort 
along  its  Union  Ave.  commerical  strip. 

Clorox.  IBM  and  other  tenants  of  Oak- 
land's Bramalea  Corp.  spend  $300,000  a  year 
for  enhanced  police  security  and  a  program 
to  "curtail  incivilities  and  disorderly  behav- 
ior."  Watts,  a  high-crime  area  of  south  cen- 
tral Los  Angeles,  has  created  an  oasis  of 
safety  in  the  Martin  Luther  King.  Jr.  Shop- 
ping Center,  an  impressive  center  complete 
with  wrought-iron  fence  around  its  perime- 
ter, closed  circuit  monitoring,  private  guards 
and  a  city  police  field  office. 

Obviously,  crime  isn't  the  only  thing  that 
causes  poverty  (just  as  poverty  isn't  the 
only  cause  of  the  antisocial  attitudes  that 
produce  crime).  There  are  countless  people 
who.  though  deprived,  are  not  depraved. 
And  there  are  scores  of  communities  whose 
residents,  though  reasonably  law-abiding, 
remain  poor. 

I  don't  think  Stewart  would  argue  the 
matter.  His  point  is  not  that  decent  behav- 
ior automatically  creates  businesses  and 
jobs,  but  that  too  much  crime  can  destroy 
business  and  employment  opportunities  and 
■make  it  harder  for  poor  people  to  break  out 
of  their  poverty. 

"Crime,"  he  says,  "is  the  ultimate  tax  on 
enterprise.  It  must  be  reduced  or  eliminated 
before  poor  people  can  fully  share  in  the 
American  dream." 


SOVIET  POET  IRINA 
RATUSHINSKAYA 


HON.  MICHAEL  BIURAKIS 

OF  FLORIDA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  BILIRAKIS.  Mr.  Speaker,  today  marks 
the  fourth  anniversary  of  the  arrest  of  the 
Russian  Christian  poet.  Irina  Ratushinskaya. 
On  this  day  in  1982,  Irina  was  arrested  and 
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charged  with  agitation  and  propaganda.  Her 
crime,  like  that  of  so  many  other  Soviet  citi- 
zens charged  with  this  kind  of  oflense,  was  no 
trxxe  than  refusing  to  surrender  her  personal 
beliefs  and  talents  to  the  Communist  state. 

It  IS  hard  for  an  American  to  understand 
how  writing  poetry  which  reflects  her  orthodox 
Chnstian  faith  would  make  Irina  a  criminal  in 
the  eyes  of  her  government.  What  possible 
threat  could  five  poems  pose  to  the  mighty 
Soviet  state?  Yet,  we  should  not  be  surprised. 
A  society  which  does  not  value  freedom  of  in- 
dividual thought  or  speech  necessarily  views 
any  independent  expressions  of  faith  as  a 
threat. 

Since  1983,  Irina  has  been  serving  the  max- 
imum sentence  for  her  "crime  "—7  years  of 
hard  labor,  to  be  followed  by  5  years  of  inter- 
nal exile.  Irina  is  the  first  woman  ever  to  re- 
ceive that  senterKe. 

During  her  impnsonment,  she  has  t)een  al- 
lowed to  see  her  husband,  Igor  Gerash- 
chenko,  only  once,  in  August  of  this  year.  She 
has  suffered  serious  head  injuries  from  beat- 
ings and  was  subjected  to  forced  feedings 
when  she  undertook  hunger  strikes  to  protest 
prison  conditions.  She  has  numerous  very  se- 
rious health  problems  which  she  developed  in 
prison  for  which  she  is  not  receiving  appropri- 
ate medical  care 

This  summer,.  Irina  was  transferred  from  the 
strict  regime  labor  camp  in  Mordavia  to  the 
KGB  prison  in  Kiev  for  a  period  of  "reeduca- 
tk)n."  Despite  efforts  to  make  her  incriminate 
herself,  this  brave,  33-year-old  woman  in  fail- 
ing health  who  has  endured  so  much  remains, 
in  the  words  of  a  fellow  prisoner,  "a  person  of 
clear  and  precise  intellect,  a  courageous 
human  rights  activist." 

Her  courage  and  faith  in  the  face  of  what 
must  seem  like  insurmountable  odds  should 
serve  as  an  example  to  us  all  and  inspire  us 
to  redouble  our  own  efforts  to  speak  out  on 
behalf  of  Irina  and  all  her  fellow  pnsoners  of 
conscience.  Our  voices  can  make  a  difference 
and  I  errcourage  all  my  colleagues  to  join  me 
in  pressuring  Soviet  officials  to  release  Irina 
Ratushinskaya. 

As  a  tribute  to  Irina,  I  wanted  to  share  with 
you  a  poem  she  wrote  while  in  prison,  which 
speaks  volumes  of  her  tremendous  faith  and 
courage: 

I  Will  live  and  Survive 
I  will  live  and  survive  and  be  asked: 
How  they  slammed  my  head  against  a  tres- 
tle. 
How  I  had  to  freeze  at  nights. 
How  my  hair  started  to  turn  grey  .  .  . 
I  will  smile.  And  will  crack  some  joke 
And  brush  away  the  encroaching  shadow. 
And  I  will  render  homage  to  the  dry  Sep- 

tembcT 
That  tjecame  my  second  birth. 
And  I'll  be  asked:  "Doesn't  it  hurt  you  to  re- 

meml)er?" 
Not   being   deceived   by   my   outward   flip- 
pancy. 
But  the  former  names  will  detonate  in  my 

memory- 
Magnificent  as  old  cannon. 
And  I  will  tell  of  the  best  people  in  all  the 

earth. 
The  most  tender,  but  also  the  most  invinci- 
ble. 
How  they  said  farewell,  how  they  went  to  be 

tortured. 
How  they  waited  for  letters  from  their  loved 
ones. 
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And  I'll  be  asked:  what  helped  us  to  live 

When  there  were  neither  letters  nor  any 
news— only  walls. 

And  the  cold  of  the  cell,  and  the  blather  of 
official  lies. 

And  the  sickening  promises  made  in  ex- 
change for  betrayal. 

And  I  will  tell  of  the  first  l>eauty 

I  saw  in  captivity. 

A  frost -covered  window!  No  doors,  nor  walls. 

Nor  cell-bars,  nor  the  long-endured  pain- 
Only  a  blue  radiance  of  a  tiny  pane  of  glass. 

A  cast  pattern— none  more  beautiful  could 
be  dreamt! 

The  more  clearly  you  looked,  the  more  pow- 
erfully drawned 

Those  brigand  forests,  campfires  and  birds! 

And  how  many  times  there  was  bitter  cold 
weather 

And  how  many  windows  sparkled  after  that 
one— 

But  never  was  it  repeated. 

That  upheaval  of  rainbow  ice! 

And  anyway,  what  good  would  it  be  to  me 
now. 

And  what  would  be  the  pretext  of  that  festi- 
val? 

Such  a  gift  can  only  be  received  once. 

And  once  is  probably  enough. 

(Written  in  prison  camp.) 


TRIBUTE  TO  RUTGERS  UNIVER- 
SITY PRESIDENT  EDWARD  J. 
BLOUSTEIN 


HON.  BERNARD  J.  DWYER 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday.  September  17,  1986 

Mr.  DWYER  of  New  Jersey.  Mr.  Speaker, 
this  year  marks  an  especially  important  one 
for  Rutgers,  the  State  university  of  New 
Jersey,  and  its  17th  president.  Dr.  Edward  J. 
Bloustein,  who  is  marking  his  15th  year  with 
the  university. 

Dunng  Dr.  Bloustein's  15  years  as  presi- 
dent, Rutgers  has  grown  vastly  in  size  and 
scope,  and  his  ambitions  for  Rutgers  to 
become  a  major  university  have  been  crucial 
in  Its  development. 

Many  of  Rutgers  graduate  programs  are 
rated  at  or  near  the  top,  and  the  university 
now  has  25  colleges  and  schools.  Cook  Col- 
lege was  established  in  1973  as  a  complete 
multipurpose  professional  school  of  agricul- 
ture, environmental,  and  life  sciences— one  of 
the  first  of  its  kind  in  the  Nation.  In  1976, 
under  Dr.  Bloustein's  leadership,  the  Mason 
Gross  School  of  the  Arts  was  created  and 
named  in  honor  or  Dr.  Bloustein's  predeces- 
sor who  had  been  active  in  expanding  cultural 
opportunities  in  the  State.  And  most  recently, 
Rutgers  opened  a  new  undergraduate  school 
of  business,  a  professional  school,  consolidat- 
ing and  expanding  previously  separate  ac- 
counting, management,  and  marketing  depart- 
ments. 

The  list  of  growth  and  accomplishment  goes 
on  and  on  at  Rutgers  University  campuses 
throughout  the  State.  Dr.  Bloustein's  tenure  at 
Rutgers  has  been  distinguished  by  its  sense 
of  purpose,  achievement,  and  planning  for  the 
future.  He  has  been  a  driving  force  in  reorga- 
nization and  the  expansion  of  the  university's 
educational  and  cultural  exchange  programs. 
He  has  translated  his  vision  for  Rutgers"  future 
into  meaningful  plans  to  help  the  institution 
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continue  to  flourish  into  the  21st  century.  In 
fact,  as  a  former  chairman  of  the  National  As- 
sociation of  State  Universities  and  Land  Grant 
Colleges,  Dr.  Bloustein  launched  an  important 
project  on  the  future  role  of  State  research 
universities  nationwide  as  we  move  toward  the 
year  2000. 

Dr.  Bloustein  has  been  a  champion  of  the 
partnerships  between  Federal,  State,  private, 
business,  and  university  sources  which  are  so 
essential  to  sustained  economic  growth  in 
New  Jersey  and  nationwide.  His  personal 
leadership  and  dedication  helped  garner  cru- 
cial support  for  New  Jersey's  jobs,  science 
and  technology  bond  issue  in  1984,  and 
helped  move  Rutgers  dramatically  into  the 
high-technology  era. 

Dr.  Bloustein  serves  in  a  variety  of  capac- 
ities beyond  his  duties  as  president  of  Rut- 
gers. He  is  currently  chairman  of  the  Middle 
States  Association  of  Colleges  and  Schools 
and  serves  as  a  member  of  the  conference 
tjoard.  His  commitment  to  teaching  also  has 
endured.  He  teaches  a  course  on  philosophy 
and  the  law  and  gladly  accepts  invitations  to 
serve  as  a  guest  lecturer  in  courses  being 
taught  by  his  faculty  colleagues.  Dr.  Bloustein 
has  published  extensively  in  the  fields  of  free- 
dom of  expression,  privacy,  the  first  amend- 
ment, and  public  policy  on  nuclear  energy. 

Rutgers  University  has  benefited  greatly 
from  the  inspired  leadership  of  Ed  Bloustein. 
He  IS  a  gifted  scholar,  a  dedicated  administra- 
tor and  above  all,  one  of  our  country's  most 
eloquent  and  effective  advocates  for  higher 
education.  As  he  enters  his  16th  year  at  the 
helm  of  Rutgers,  we  offer  him  our  deep  appre- 
ciation, and  wish  him  continued  success. 


SPEAK  OUT  FOR  PEACE 


HON.  CLAUDE  PEPPER 

OF  FLORIDA 
IN  THE  HOtJSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  PEPPER.  Mr.  Speaker,  recently,  I  had 
the  occasion  to  speak  before  the  International 
Platform  Association  here  in  Washington,  DC. 
At  that  gathering  I  had  the  pleasure  of  hearing 
a  wonderful  and  vibrant  woman  eloquently  de- 
liver a  poem  she  had  composed.  The  poem  is 
entitled,  "Speak  Out  For  Peace,"  and  its 
author  is  Ms.  Laurene  J.  Tibbetts.  Ms.  Tibbetts 
has  earned  great  distinction  for  her  fine  work. 
Among  other  honors,  she  is  the  poet  laureate 
for  the  State  of  Minnesota  and  has  won  the 
Carl  Sandburg  Award  in  Poetry.  "Speak  Out 
For  Peace "  won  the  award  for  poetry  at  the 
International  Platform  Association  competition 
and  has  been  selected  to  be  put  to  music  by 
International  composer.  Dr.  Victor  DeLisa.  The 
following  is  the  text  of  Ms.  Tibbetts'  award- 
winning  composition: 

Speak  Out  For  Peace 
When  Public  Speakers  mount  the  stand. 

Their  message  to  convey— 
Are  they  aware  how  much  their  role 

Toward  Global  Peace  could  sway? 
More  mighty  than  the  sword  are  words 

And  forceful  they  must  be. 
When  pragmatic  power  politics 

Threatens  our  democracy. 
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Speak  for  what  can  right  the  wrongs 

in  voices  loud  and  clear— 
The  value  of  plain  common  sense 

Is  needed  now  and  here. 
There  is  no  winning  nuclear  war. 

No  victory  to  be  found. 
No  people,  plants  or  animals 

Would  even  be  around. 
Bellicose  talk  of  nuclear  war 

Heightens  mounting  tension- 
Academies  Promoting  Peace 

Could  aid  toward  war  prevention. 
America  has  always  stood 

For  Freedom  from  all  fear— 
Our  streets  may  not  be  paved  with  gold 

But  dreams  are  realized  here. 
If  people  can  be  trained  for  war 

They  can  be  trained  for  Peace— 
If  the  Golden  Rule  were  followed 

Hostilities  could  cease. 
Oh.  I  know  this  sounds  simplistic. 

Hostilities  run  deep- 
When  there  are  terrorists  at  large. 

More  hatred  do  they  reap. 

Violence  begets  violence. 

And  has,  since  Time  began; 
Is  there  not  one  among  us 

To  promote  a  Peaceful  Plan? 
We  seek  not  a  Utopia, 

We  ask  only  that  there  be 
A  chance  to  live  life  fully 

In  Peace  and  dignity. 
Five  major  Nations,  it  is  said. 

Are  in  the  nuclear  race- 
But  they  have  people,  same  as  we. 

Frightened  by  the  nuclear  pace. 
Confidence,  is  being  prepared. 

Yet.  we  must  strive  for  Peace. 
If  Public  Speakers  would  speak  out 

would  not  mounting  tensions  cease? 
Belief  in  God.  and  in  God's  laws 

Helped  to  build  our  Nation. 
Our  Faith,  our  Freedom,  and  our  dreams 

Reflect  our  firm  foundation. 
There  was  a  time  when  it  was  thought 

Some  wars  were  justified. 
But  seeking  Peace  for  all  mankind 

Through  love,  should  be  our  guide. 
More  mighty  than  the  sword  are  words— 

So,  speak  for  Liberty. 
Speak  out  for  Peace  to  save  mankind- 
Seek  justice  and  equality. 
There  is  no  winning  nuclear  war. 

No  victory  to  be  found. 
No  people,  plants  or  animals 

Would  even  be  around. 
When  Public  Speakers  take  their  stand. 

There  message  to  convey. 
May  they  know  their  every  word 

Toward  Global  Peace  could  sway! 


CIGARETTE  TAX  INCREASES 


HON.  JOHN  J.  DUNCAN 

OF  TENNESSEE 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,-1986 

Mr.  DUNCAN.  Mr.  Speaker,  in  view  of  the 
fact  that  the  Committee  on  Ways  and  Means 
is  presently  grappling  with  raising  revenues 
under  the  reconciliation  process,  I  commend 
this  letter  for  consideration.  Mr.  David  Wil- 
helm,  the  executive  director  for  Citizens  for 
Tax  Justice  outlines  precisely  the  reasons  why 
Federal  cigarette  excise  taxes  should  not  be 
increased. 
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Citizens  for  Tax  Justice, 
Washington,  DC,  Seplember  13,  1986. 

Dear  Ways  and  Means  Committee 
Member:  I  am  writing  today  to  urge  you  to 
vote  against  a  proposal  to  raise  the  federal 
cigarette  tax  as  a  vehicle  to  meet  revenue 
targets  of  the  FY  1987  budget  resolution. 

The  principle  of  fairness— the  idea  that 
profitable  corporations  and  wealthy  individ- 
uals should  bear  their  fair  share  of  the  fed- 
eral tax  burden— has  been  the  driving  force 
behind  the  campaign  for  federal  tax  reform. 

The  federal  tax  on  cigarettes,  like  all 
taxes  based  on  consumption,  flies  in  the 
face  of  the  principle  of  fairness.  It  hits 
hardest  those  people  who  are  least  able  to 
pay— the  poor,  minorities,  and  the  elderly. 

The  data  on  this  point,  compiled  from  the 
Bureau  of  Labor  Statistics'  most  recent  Con- 
sumer Expenditure  Survey,  are  compelling: 

"As  a  share  of  household  income,  the  fed- 
eral cigarette  tax  burden  is  6  times  greater 
for  households  in  the  bottom  20%  than  for 
the  households  in  the  top  20%. 

"As  a  share  of  total  income,  households 
headed  by  persons  65  or  older  pay  2 '/a  times 
the  amount  of  cigarette  taxes  than  the  rich- 
est 20%  of  all  households  pay. 

"As  a  share  of  total  income,  households 
with  a  single  parent  and  at  least  one  child 
under  the  age  of  eighteen  pay  three  times 
the  amount  of  cigarette  taxes  than  the  rich- 
est 20%  of  all  households  pay." 

The  federal  deficit  is  a  problem  that  de- 
mands swift  corrective  action.  But  no  one 
could  possibly  argue  that  the  cause  of  the 
deficit  can  be  traced  to  reduced  taxes  on  the 
poor!  Indeed,  the  past  few  years  have  seen 
both  skyrocketing  deficits  and  skyrocketing 
taxes  on  the  poor.  The  solution  to  the  defi- 
cit must  be  found  elsewhere— in  the  resur- 
rection and  continued  application  of  the 
principle  of  fairness. 

This  year's  tax  reform  bill  gives  some  long 
overdue  relief  to  those  families  that  were 
being  taxed  into  poverty— or  deeper  into 
poverty— under  our  current  system.  Now  is 
the  time  to  raise  the  type  of  tax  that  would 
offset  this  badly  needed  relief. 

We  urge  you  to  reject  the  proposal  to 
raise  federal  cigarette  taxes.  Thank  you  for 
consideration  of  our  views. 
Sincerely, 

David  Wilhelm, 
Executive  Director. 


RETIREMENT  OF  FRANK  GUS 
TSUTRAS 


HON.  IKE  SKELTON 

OF  MISSOURI 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  SKELTON.  Mr.  Speaker.  I  would  like  to 
take  this  time  to  announce  to  my  colleagues 
the  retirement  of  an  outstanding  public  serv- 
ant, Frank  Gus  Tsutras,  who  recently  stepped 
down  as  the  executive  director  of  the  Con- 
gressional Rural  Caucus. 

Mr.  Tsutras  is  retiring  after  26  years  of 
active  involvement  in  governmental  and  non- 
governmental affairs,  including  22  years  as  a 
professional  staff  member  in  the  U.S.  House 
of  Representatives.  For  13  of  these  22  years, 
he  served  as  the  director  of  the  Congressional 
Rural  Caucus,  an  official  legislative  service  or- 
ganization of  approximately  100  bipartisan 
Members  of  Congress  concerned  with  the 
growth  and  development  of  rural  America. 
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I  would  like  to  compliment  Frank  Tsutras  on 
his  longtime  support  and  devotion  to  rural 
America  through  his  active  participation  in  and 
leadership  of  the  Congressional  Rural  Caucus. 
He  has  contributed  his  time,  effort,  and  energy 
to  the  welfare  of  America's  heartland.  I  would 
like  to  further  recognize  his  service  to  all  the 
members  of  the  Rural  Caucus. 

Mr.  Speaker,  I  feel  certain  that  our  col- 
leagues join  me  in  praising  this  dedicated 
American  for  his  many  years  of  service  to 
rural  America,  and  in  wishing  Frank  Tsutras, 
his  wife  Helen,  and  their  son  Dean  all  the  best 
in  the  many  years  to  come. 


THE  BERETTA  VOTE 


HON.  MARJORIE  S.  HOLT 

OF  MARYLAND 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mrs.  HOLT.  Mr.  Speaker,  The  recent  deci- 
sion by  the  House  Appropriations  Committee 
to  cancel  the  Army's  contract  with  Beretta 
USA  for  9mm  automatic  pistols  was  a  gross 
display  of  pork  lust  by  a  couple  of  senior  Con- 
gressmen. 

The  Beretta  9mm  pistol  won  the  contract 
after  extensive  tests  by  the  Army.  The  Smith 
&  Wesson  Co.  of  Massachusetts  lost  in  fair 
competition  conducted  by  the  Army  to  choose 
the  most  reliable  weapon.  An  effort  is  not 
being  made  to  grab  the  contract  by  political 
devices  that  have  no  relevarrce  to  merit. 

I  would  remind  the  House  that  Beretta 
would  manufacture  the  guns  in  the  United 
States  at  the  plant  in  Maryland.  The  contract 
with  Beretta  means  jobs  for  Americans,  al- 
though the  parent  company  of  Beretta  USA  is 
a  distingushed  Italian  firm  noted  for  quality 
firearms. 

I  submit  for  the  Record  an  article  in  De- 
fense News  quoting  Gen.  Bernard  A.  Rogers, 
Supreme  Allied  Commander  of  NATO,  ex- 
pressing the  confusion  and  dismay  of  our  Eu- 
ropean allies  concerning  the  Beretta  vote  of 
the  Appropnations  Committee. 

[From  the  Defense  News.  Sept.  8.  1986] 
Rogers:  House  Action  on  Beretta  Pistol 

Contract  an  Example  of  Mixed  Signals 

(By  David  Fulghum) 

Washington.— The  United  States'  senior 
officer  in  Europe  says  the  House  Appropria- 
tions Committee  erred  when  it  recommend- 
ed that  the  Army's  $75  million  contract  for 
Beretta  9mm  pistols  be  cancelled  and  com- 
petition for  a  standard  U.S.  military  hand- 
gun be  reopened. 

Speaking  with  Pentagon  reporters  on  Aug. 
29.  Gen.  Bernard  A.  Rogers.  Supreme  Allied 
Commander  Europe,  said  "I  think  it's  wrong 
for  parochial  interests  within  the  Congress 
to  have  sufficient  influence  to  have  the 
Congress  try  to  overturn  the  procedures 
which  they  certainly  have  been  insisting  the 
Defense  Department  establish  in  the  past 
years." 

Rogers  was  referring  to  the  efforts  of 
Congress  over  the  years  to  push  the  mili- 
tary into  replacing  the  30-odd  types  of  re- 
volvers and  automatic  pistols  and  100  kinds 
of  ammunition  used  by  the  military  with  a 
single  9mm  handgun  compatible  with  simi- 
lar NATO  weapons.  To  that  end.  the  Army 
selected  and  is  buying  the  Beretta  pistol. 
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However,  he  said,  the  House  committee 
action  jeopardized  these  U.S.  efforts  to  end 
duplication  within  NATO  in  the  purchase  of 
arms. 

As  a  result  of  the  committee  recommenda- 
tion. NATO  allies  "dont  know  what's  going 
on  and  I  can't  blame  them,"  the  general 
said. 

Among  some  experts  there  is  agreement 
with  Rogers  that  Congress  is  giving  out  con- 
fusing and  sometimes  contradictory  direc- 
tives on  international  arms  purchases. 

"There  was  always  an  understanding  that 
purchase  of  military  equipment  should  be  a 
two-way  street  in  NATO,  but  for  years  it 
has  been  one-way  in  America's  direction." 
said  Dr.  Edward  Ezell.  a  small-arms  author- 
ity and  curator  of  the  Smithsonian  Institu- 
tion's Division  of  Armed  Forces  History. 

Therefore,  last  year  the  Reagan  adminis- 
tration cited  the  Beretta  contract  as  an  ex- 
ample of  its  efforts  to  ease  the  imbalance  in 
the  arms  trade  between  United  States  and 
its  allies. 

But  while  there  is  federal  legislation  to  at 
least  "give  military  products  of  our  NATO 
allies  a  fair  shake"  when  awarding  con- 
tracts, at  the  same  time  there  is  other  legis- 
lation to  "buy  American."  said  Ezell.  Such 
mixed  signals  put  the  Army  and  other  serv- 
ices in  an  awkward  situation. 

From  where  I  sit,  I  think  the  proper  pro- 
cedures were  followed  by  the  Army  to  make 
a  decision,  procedures  that  had  been  estab- 
lished by  the  Defense  Department,"  said 
Rogers.  And  under  those  procedures,  the 
Army  property  let  the  contract  to  Beretta.  " 
On  Aug.  14,  the  House  Appropriations 
Committee  voted  24-12  to  cancel  the  five- 
year,  315,939-pistol  contract  with  Beretta 
USA  Corp.  and  reopen  the  competition. 
Leaders  of  the  assault  on  the  Army's  choice 
of  pistol  were  U.S.  Reps.  Edward  Boland,  D- 
Mass.,  and  Silvio  Conte.  R-Mass.,  whose  con- 
stituents include  the  2,000  workers  at  the 
Smith  &  Wesson  Division  of  Lear  Siegler 
Inc.  in  Springfield,  Mass.  Smith  &  Wesson 
was  among  the  firms  that  had  sought  the 
military  handgun  contract  awarded  to  Be- 
retta in  April  1985. 

It  was  this  decision  that  prompted  Rogers' 
comments. 

A  Smith  &  Wesson  executive  asked  how 
any  decision  could  be  more  political  or  more 
parochial  than  the  one  awarding  the  con- 
tract to  an  Italian  firm. 

"The  Secretary  of  Defense  [Caspar  Wein- 
berger] personally  called  the  defen.se  mini;;- 
ter  of  another  country  [Giovanni  Spadolini 
of  Italy]  to  announce  it,"  said  Robert  Haas. 
Smith  &  Wesson's  senior  vice  president  for 
marketing.  If  that  isn't  parochial,  I  don't 
know  what  is." 

Haas  and  other  Smith  &  Wesson  officials 
believe  their  company  was  unfairly  elimi- 
nated from  the  competition  that  Beretta 
won.  They  say  results  of  the  competition 
were  incorrectly  analyzed,  but  officials  of 
Beretta  and  the  Army  contend  the  fairness 
of  the  tests  was  upheld  when  the  courts  re- 
jected two  legal  challenges  by  Smith  & 
Wesson. 

'That's  where  the  confusion  comes  from, " 
said  Haas.  "The  judges  did  not  say  the  tests 
were  correct,  he  only  said  the  Army's  eval- 
uation was  not  irrational.  But  that  is  not  a 
ringing  vote  of  confidence." 

Haas  says  Rogers'  statement  is  entirely 
consistent  with  a  Department  of  Defense 
bias  toward  the  Italian-manufactured  hand- 
gun. 

"I  sympathize  with  the  problem  he  is 
going  to  have  explaining  this  to  his  NATO 
allies,  but  I  assure  you  he  would  have  more 
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problems  explaining  it  to  unemployed  work- 
ers in  Springfield.  Mass.,"  Haas  said. 

"We've  also  noted  that  Defense  Minister 
Spadolini  has  taken  the  position  that  he  in- 
tends to  fight  our  Congress  in  their  appro- 
priation of  defense  funds."  he  said.  "If  a 
U.S.  official  said  such  a  thing  about  another 
country's  defense  budget,  we  would  immedi- 
ately hear  statements  about  outrageous  in- 
terference in  someone  else's  domestic  af- 
fairs. 

Ezell  said  the  controversy  points  out  the 
complexity  of  U.S.  defense  policies.  The 
House  committees  that  recommended  can- 
cellation of  the  Beretta  contract  and  the 
Army,  which  chose  the  Beretta  pistol,  are 
going  at  the  problem  "from  different  start- 
ing points  so  that  what  is  reasonable  to  the 
Army  is  unreasonable  to  the  House."  he 
said. 

"The  Europeans  buy  high-ticket  items 
from  the  United  States  and  they  can't  un- 
derstand why  we  can't  buy  some  low-ticket 
arms  from  them  in  a  token  acknowledge- 
ment that  this  is  a  two-way  street",  Ezell 
said. 

This  lack  of  a  quid  pro  quo  has  bedeviled 
the  alliance  since  the  formation  of  NATO  in 
1949  and  has  resulted  in  extremely  slow 
progress  toward  standardizing  the  equip- 
ment, arms  and  ammunition  of  the  partici- 
pating nations. 
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I  ask  my  colleagues  to  join  me  in  honoring 
St.  Josaphat's  Ukrainian  Church.  It  has  en- 
dured and  grown  for  25  years  and  will  certain- 
ly continue  to  prosper  for  the  next  25  years 
and  beyond. 


HONORING  THE  25TH  ANNIVER- 
SARY OF  ST.  JOSAPHAT'S 
UKRAINIAN  CHURCH 


HON.  DENNIS  M.  HERTEL 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  HERTEL  of  Michigan.  Mr.  Speaker,  I 
rise  today  in  honor  of  the  25th  anniversary  of 
St.  Josaphat's  Ukrainian  church. 

In  1961,  Bishop  Joseph  M.  Schmondluk  rec- 
ognized an  Increasing  need  for  spiritual  guid- 
ance In  the  growing  city  of  Warren,  Ml.  in  re- 
sponse to  that  need,  he  founded  St.  Josa- 
phat's and  appointed  its  first  pastor.  Today, 
St.  Josaphat's  Is  the  cornerstone  of  the  com- 
munity. It  Is  now  surrounded  by  the  new  recto- 
ry, the  new  Ukrainian  Cultural  Center,  a  senior 
citizens'  home  and  a  community  bank. 

While  the  pansh  Is  large,  serving  630  fami- 
lies In  two  counties,  it  Is  a  close  knit  and  sup- 
portive congregation.  St.  Josaphat's  provides 
excellent  guidance  for  Its  youth  and  works  to 
preserve  the  rich  Ukrainian  heritage  for  young 
and  old  alike.  The  parish  is  presently  Involved 
In  the  special  Harvard  project  which  will  ulti- 
mately prove  the  original  baptism  of  the 
Ukrainian  Church  1,000  years  ago,  a  heritage 
to  be  proud  of. 

Past  high  points  of  St.  Josaphat's  have  In- 
cluded the  building  of  a  new  rectory,  a  visit  by 
the  President,  and  the  acquisition,  with  an- 
other church,  of  a  school  for  their  children.  In 
addition,  the  church  is  looking  fonward  to  a 
visit  by  His  Excellency  Bishop  Innocent  Lo- 
tocky,  OSBM,  in  honor  of  St.  Josaphat's  silver 
jubilee  celebration. 

The  present  pastor,  Father  Constantlne  Wy- 
sochanski,  OSBM,  has  been  at  St.  Josaphat's 
for  10  years.  He  exemplifies  the  generous  and 
giving  spint  of  the  entire  church.  He  and  his 
parishioners  "welcome  tomorrow  and  the 
challenges  tomorrow  is  certain  to  bring." 


THE  DRUG  BILL  IN 
RETROSPECT 


HON.  LES  AuCOIN 

OF  OREGON 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  AuCOIN.  Mr.  Speaker,  I  was  an  original 
cosponsor  of  the  Omnibus  Drug  Enforcement, 
Education,  and  Control  Act  of  1986,  and  a  co- 
sponsor  of  many  of  the  individual  bills  which 
were  combined  to  form  the  core  of  this  bill. 
But  I  voted  for  Its  final  passage  with  grave 
concerns  over  some  provisions  adopted  on 
the  floor. 

As  reported  by  12  different  House  commit- 
tees last  month,  the  original  version  of  this  bill 
was  a  tough,  well  thought-out  attack  on  drugs. 
It  was  crafted  with  Democrats  and  Republi- 
cans working  together  to  achieve  these 
common  goals:  stop  the  flow  of  drugs  into  this 
country,  educate  our  young  to  the  dangers  of 
drug  abuse,  impose  tough  mandatory  sen- 
tences on  drug  dealers,  and  assist  local  law 
enforcement  officials  In  their  front-line  battle 
against  drugs.  Those  were  the  goals,  and  they 
were  admirably  met  in  the  original  version  of 
this  bill. 

It  Is  unfortunate,  however,  that  In  the  rush 
to  pass  this  legislation  Members  In  several  In- 
stances lost  sight  of  these  basic  goals.  In  the 
rush  to  appear  "tough"  on  drugs,  this  body 
approved  several  amendments  of  question- 
able constitutionality,  amendments  which  run 
roughshod  over  certain  civil  liberties,  and 
adopted  an  amendment  which  would  divert 
the  Armed  Forces  from  their  mission  of  de- 
fense to  that  of  policemen 

These  amendments  were  very  serious  pro- 
posals, not  to  be  taken  lightly,  or  passed  with 
only  10  minutes  of  debate.  I  opposed  many  of 
them  and  hope  they  will  be  deleted  from  the 
bill  by  the  Senate  or  In  the  House/Senate 
Conference  Committee. 

It  Is  In  this  hope  that  I  voted  In  favor  of  this 
bill;  any  other  vote  would  have  eliminated  all 
hope  of  passing  a  tough  omnibus  drug  bill  this 
year.  But  I  am  discouraged  with  what  I  saw 
take  place  on  the  floor  of  the  House  during 
consideration  of  this  bill. 


BEREA'S  SESQUICENTENNIAL 
BIRTHDAY 


HON.  MARY  ROSE  OAKAR 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 
Ms.  OAKAR.  Mr.  Speaker,  on  September 
21,  Berea,  OH,  which  I  am  privileged  to  repre- 
sent In  the  U.S.  Congress,  will  be  celebrating 
its  150th  birthday.  I  Invite  my  colleagues  to 
join  me  In  congratulating  them  on  their  sesqul- 
centennial. 
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September  18,  1986 

Berea  is  a  picturesque  town,  located  about 
10  miles  southwest  of  downtown  Cleveland, 
and  Is  adjacent  to  the  Rocky  River.  Family 
owned  shops  and  over  100  clubs  and  organi- 
zations bind  the  town  together  with  traditional 
American  values  and  a  lively  community  spirit. 
It  is  also  an  economically  integrated  communi- 
ty and  the  home  of  Baldwin-Wallace  College, 
a  highly  respected  institution. 

Berea  was  first  settled  in  1809  by  Jared 
Hickox  who  migrated  there  from  England.  In 
1 836,  the  residents  of  the  settlement  came  to- 
gether to  name  their  village.  Two  biblical  place 
names  were  suggested— Berea  and  Tabor.  To 
settle  the  issue,  a  coin  was  tossed,  and  the 
village  was  named  Berea. 

In  1842  a  sandstone  vein  was  discovered 
by  John  Baldwin,  and  soon  thereafter  Berea 
became  known  as  the  "Grindstone  Capital  of 
the  World."  The  Berea  building  stone  was 
shipped  throughout  the  world  to  build  such 
famous  houses  as  the  Palmer  House  in  Chica- 
go and  the  Parliament  building  in  Canada.  The 
emergence  of  Cleveland  as  a  large  market  for 
farm  products,  the  development  of  the  quarry- 
ing industry,  and  the  construction  of  the 
Cleveland-Columbus  Railroad  provided  the 
real  roots  for  Berea's  growth.  In  1946  the 
quarry  industry  ended,  and  the  quarries  were 
turned  into  beautify  parks  and  lakes  for  future 
generations  to  enjoy. 

The  village  government  was  established  in 
1850  with  John  Baldwin  as  its  first  mayor.  The 
village's  first  newspaper,  the  Advertiser,  was 
founded  in  1868.  In  March  1883  the  Berea  Li- 
brary Association  was  organized  and  a  village 
high  school  was  opened.  The  merge  of  Bald- 
win and  German  Wallace  Colleges  in  1913 
and  the  growth  of  the  new  Baldwin-Wallace 
College  added  to  the  quality  of  life  of  Berea. 

Presently,  Berea  is  the  home  of  40  light  in- 
dustrial plants,  although  the  city  is  not  industri- 
al by  nature.  Some  of  the  notable  attractions 
of  the  area  are  the  Cuyahoga  County  Fair- 
grounds, site  of  the  largest  county  fair  in  the 
State,  Baldwin-Wallace  College,  and  the  Met- 
ropolitan Park  district  with  its  recreational  fa- 
cilities that  run  through  the  center  of  the  city. 

To  celebrate  its  birthday,  Berea  has  sched- 
uled a  number  of  special  events  during  the 
weekend  of  September  27.  On  Friday,  Sep- 
tember 26,  Berea  High  School  will  feature 
special  half-time  ceremonies.  The  historic 
Berea  trolley  tours  will  be  given  on  Saturday, 
and  a  flower  show  will  be  on  display  at  the 
Baldwin-Wallace  College  Art  and  Drama 
Center.  In  addition,  there  will  be  an  antique 
auto  exhibit  at  the  Baldwin-Wallace  Lang  Hall. 

The  highlight  of  the  celebration  will  be  the 
reenactment  of  the  historic  coin  toss  and  the 
sesquicentennial  parade.  Floats,  marching 
bands,  and  civic  groups  will  be  featured  with 
parade  units  being  judged  by  a  panel  from  the 
All  American  Judges  Association. 

On  Sunday  the  Cleveland  metro  parks  will 
feature  crafts,  displays  and  demonstrations 
from  the  pioneer  period  at  its  Frostville 
Museum  and  the  Rocky  River  Nature  Center. 
The  weekend  will  be  capped  by  an  Ecumeni- 
cal Choirfest  at  the  high  school  sponsored  by 
Berea  churches. 

Berea  has  much  to  be  proud  of,  and  I  salute 
them  for  their  achievements  over  150  years 
and  offer  them  my  congratulations.  I  hope  that 
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the  next  150  years  will  be  as  successful  as 
Berea's  first  1 50  years. 


THE  25TH  ANNIVERSARY  OP 
THE  PEACE  CORPS 


HON.  IKE  SKELTON 

OF  MISSOURI 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  SKELTON.  Mr.  Speaker,  I  rise  today  to 
honor  an  organization  that  not  only  serves  our 
Nation,  but  the  entire  world.  I  am  speaking  of 
the  Peace  Corps,  which  Is  commemorating  its 
25th  year  of  service. 

The  Peace  Corps  has  maintained  the  jdeals 
of  world  p)eace  through  education,  work,  and 
service  to  others.  It  has  taken  our  knowledge 
to  all  corners  of  the  Earth  and  returned  home 
to  enrich  our  country  with  the  culture  of  the  di- 
verse world  around  us.  These  volunteers  have 
strived  to  overcome  economic,  cultural,  and 
language  barriers  to  serve  in  the  ultimate  goal, 
peace. 

It  is  an  honor  to  bring  this  outstanding  orga- 
nization to  the  attention  of  my  colleagues  in 
the  U.S.  House  of  Representatives.  I  ask  that 
the  Members  of  this  body  join  me  in  saluting 
the  Peace  Corps. 


CONSUMER  RESPONSE  TO 

LOWER    CREDIT    CARD    INTER- 
EST RATES 


HON.  CHARLES  E.  SCHUMER 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  SCHUMER.  Mr.  Speaker,  about  2  weeks 
ago  a  mid-sized  bank  in  Buffalo,  New  York, 
the  Key  Bank  of  western  New  York,  an- 
nounced that  it  was  lowering  Its  credit  card  in- 
terest rate  to  9.9  percent.  The  bank  figured  it 
would  get  a  healthy  response  from  consum- 
ers, but  the  avalanche  of  applications  it  re- 
ceived exceeded  all  expectations.  The  bank 
received  20,000  applications  in  only  3  days. 
The  response  was  so  strong  that  the  bank  de- 
cided it  could  not  handle  them  all,  and  has  de- 
cided to  accept  applications  only  from  people 
within  the  bank's  local  operating  region. 

Consumers'  response  was  only  logical.  De- 
spite the  fact  that  the  cost  of  money  used  to 
fund  credit  cards  has  plunged  dramatically  in 
recent  years,  the  average  credit  card  interest 
rate  is  still  18.3  percent,  and  has  hardly 
budged  since  its  peak  in  the  early  1 980's. 

In  a  competitive  market,  such  rates  could 
not  be  sustained.  But  the  market  for  credit 
cards  is  not  competitive.  One  of  the  major 
reasons  for  this  is  that  card  issuers  are  not 
disclosing  enough  information  about  their 
cards.  In  a  survey  by  the  Bank  Credit  Card 
Observer,  a  credit  card  newsletter,  over  60 
percent  of  those  surveyed  believed  that  banks 
could  reveal  a  great  deal  more  about  the  fi- 
nancial obligations  of  credit  cards.  In  another 
survey,  95  credit  card  applications  were  exam- 
ined, and  less  than  half  even  mentioned  inter- 
est rates,  not  to  mention  the  other  important 
credit  card  charges.  The  conclusion?  Compari- 
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son  shopping  for  credit  cards  is  extremely  dif- 
ficult, if  not  impossible. 

Before  the  recess,  the  Subcommittee  on  Fi- 
nancial Institutions  Supervision.  Regulation, 
and  Insurance  approved  an  amendment  I  of- 
fered with  Mr.  Roth  of  Wisconsin,  based  on 
H.R.  4197,  the  Full  Credit  Card  Disclosure  Act. 
which  would  require  financial  institutions  which 
offer  credit  cards  to  disclose  the  rate,  annual 
fee.  grace  period,  and  other  important  infor- 
mation in  any  pre-approved  solicitation  or  ap- 
plication for  a  credit  card. 

I  am  hopeful  that  this  legislation  can  be 
considered  by  the  full  House  before  we  ad- 
journ, and  would  urge  my  colleagues  to  co- 
sponsor  our  legislation,  and  to  support  credit 
card  disclosure  when  it  is  considered  on  the 
floor  of  the  House. 

Key  Bank  is  not  the  only  bank  to  lower  its 
credit  card  interest  rates.  The  combined  pres- 
sure from  consumers,  national  and  State  leg- 
islators, and  media  attention  has  begun  to 
crack  the  market.  A  few  other  banks  have  cut 
their  rates  and  have  t>een  similarly  rewarded 
by  a  rush  of  new  applicants.  But  if  Congress 
enacts  disclosure  legislation,  it  could  break 
the  market  wide  open,  and  these  banks  will 
have  lots  of  company.  Disclosure  could  trigger 
a  wave  of  competition,  with  many  more  9.9 
percent  cards  on  the  market.  The  winner  in 
this  competition  will  be  the  consumer,  who  at 
last  will  be  getting  a  fair  deal  from  credit  card 
issuers. 

The  text  of  the  article  follows:  . 

[Newsday.  Sept.  10,  1986] 

BDrFALO  Bank  Curtails  Applications  for 
Card 

(By  Al  Gordon) 

A  Buffalo  bank  expected  its  bargain-base- 
ment credit-card  rates  would  get  a  big  recep- 
tion, but  it  wasn't  sure  how  big.  Now  it 
knows:  Demand  is  so  great  the  bank  is  shut- 
ting off  applications  from  consumers  out- 
side its  upstate  region. 

A  week  ago.  Key  Bank  of  Western  New 
York  introduced  Visa  and  MasterCards  with 
a  9.9  percent  annual  interest  rate,  one  of 
the  lowest  in  the  country.  The  cards  have  a 
$25  annual  fee  but,  in  contrast  to  other  low- 
rate  cards,  still  have  a  25-day  grace  period 
to  repay  purchases  without  interest  charges. 
Key  Bank,  a  subsidary  of  Albany-based 
KeyCorp,  had  not  previously  offered  Visa  or 
MasterCards. 

Ellen  Conboy.  a  Key  Bank  marketing  as- 
sistant vice  president,  said  yesterday  that  in 
the  first  three  days  the  cards  were  offered, 
the  bank  received  20.000  applications.  It  was 
expecting  to  issue  only  about  40.000  or 
50.000  cards  altogether.  "We  cant  handle 
the  volume."  she  said. 

She  said  the  bank  had  received  numerous 
applications  and  telephone  inquiries  from 
people  outside  its  upstate  region  who  had 
heard  about  the  card.  Key  Bank  did  not 
market  the  card  outside  the  Buffalo-Roch- 
ester area.  "We  were  all  sort  of  hoping  it 
would  go  great  guns."  Conboy  said,  but  the 
bank  didn't  think  it  would  have  to  limit  ap- 
plications. 

The  bank  will  accept  applications  from 
people  outside  its  area  who  already  have  ac- 
counts. Conboy  also  said  the  limit  wasn't 
permanent,  but  she  did  not  know  when  such 
applications  would  be  accepted  again. 

In  another  development.  Empire  of  Amer- 
ica Federal  Savings  Bank,  also  based  in  Buf- 
falo,  entered   the   lowered-rate  credit-card 
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sweepstakes  yesterday  with  a  13.75-rate  card 
it  is  calling  Visa  Lite. 

Joseph  N.  Pastwik.  senior  vice  president, 
said  consumer  demand  and  competitive 
pressures,  led  it  to  offer  the  new  card,  which 
has  no  grace  period  and  is  intended  for  con- 
sumers who  plan  to  make  time  payments. 
Payments  may  be  stretched  out  as  long  as 
48  months:  there  is  an  $18  annual  fee. 

The  card  will  be  marketed  in  New  York. 
Michigan.  Florida.  Texas  and  Southern 
California,  but  Pastwick  said  applications 
will  be  accepted  from  anywhere.  The  bank 
hopes  to  issue  100.000  of  the  cards. 


< 


WE  NEED  TO  STOP  SHIFTING 
FEDERAL  BUDGET  BURDENS 
TO  THE  STATES  THROUGH  UN- 
FUNDED MANDATES 


HON.  DOUG  BARNARD,  JR. 

OF  GEORGIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

^  Wednesday.  September  17.  1986 

Mr.  BARNARD.  Mr  Speaker,  today  I  intro- 
duce legislation  aimed  at  preventing  an  exist- 
ir>g  problem  with  Congress  from  becoming 
much  worse.  That  problem  is  the  growing 
tendency  to  circumvent  budgetary  controls  on 
new  Federal  domestic  spending  by  enacting 
national  policy  mandates  and  then  requinng 
State  and  local  governments  to  pick  up  the 
tab 

This  tendency  is  not  associated  with  any 
one  political  party  or  any  particular  ideological 
persuasion.  Conservatives  sometimes  support 
imposing  mandates  on  States  and  localities  as 
a  roundabout  way  to  return  domestic  respon- 
sibilities from  Washington.  Liberals  on  occa- 
sion see  unfunded  mandates  as  the  only 
available  avenue  for  pursuing  desirable  social 
obiectives.  Both  in  Congress  and  within  the 
administration,  such  efforts  are  often  rationa- 
lized by  comparison  of  the  Federal  budget 
deficit  to  the  relatively  sound  fiscal  condition 
of  States  and  localities.  Of  course,  virtually  all 
State  and  local  governments  are  required  by 
constitution  or  statute  to  approve  and  main- 
tain balanced  budgets,  and  it  hardly  seems 
fair  to  penalize  them  for  succeeding  where  we 
have  so  far  failed. 

The  legislation  I  introduce  today  would  not 
flatly  prohibit  the  imposition  of  new  costs  on 
State  and  local  governments,  but  it  would 
ensure  that  such  actions  are  not  taken  without 
due  analysis  and  debate  of  the  conse- 
quences. How  many  Members  were  aware 
that  our  fiscal  year  1986  budget  reconciliation 
bill  imposed  massive  new  costs  on  our  con- 
stituents back  home  through  mandatory  ex- 
tension of  Medicare  coverage  to  new  State 
and  local  employees?  This  initiative  and  many 
others  of  the  same  nature  may  well  be  sound 
Federal  policy.  My  point  is  that  it  is  fiscally  ir- 
responsible to  impose  such  new  costs  without 
careful  analysis,  and  a  guaranteed  opportunity 
to  assess  and  debate  the  impact  on  our  con- 
stituents as  State  and  local  taxpayers. 

This  bill  will  address  both  objectives  through 
two  simple  amendments  to  the  Congressional 
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Budget  Act  of  1974.  The  first  section  creates 
a  point  of  order,  waivable  through  the  normal 
procedures  of  each  Chamber,  against  any  leg- 
islation imposing  a  new  obligation  on  State 
and  local  governments  costing  on  a  national 
basis  more  than  $50  million  per  year.  Seques- 
trations under  the  Gramm-Rudman-Hollings 
legislation  are  specifically  exempted  from  this 
point  of  order.  The  second  section  beefs  up 
the  existing  requirement,  honored  primarily  in 
the  breach,  that  the  House  and  Senate 
Budget  Committees  conduct  detailed  analysis 
accompanying  the  budget  resolution  report  of 
the  impact  of  budgetary  decisions  on  State 
and  local  governments.  In  combination,  these 
two  provisions  would  help  guarantee  that 
massive  new  costs  for  our  constitutents  would 
no  longer  be  adopted  unintentionally  or  negli- 
gently, buried  in  the  fine  print  of  some  fast- 
moving  bill. 

Some  Members  may  object  that  this  •  bill 
adds  yet  another  procedural  requirement  to  an 
already  overburdened  congressional  budget 
process.  I  would  respond  that  the  fundamental 
purpose  of  the  budget  process  is  endangered 
if  we  fail  to  recognize  efforts  to  shift  costs 
back  to  our  constituents  in  the  guise  of  reduc- 
ing or  containing  Federal  spending.  As  a 
former  Governor  of  my  State,  George  Busbee, 
used  to  say  when  he  was  chairman  of  the  Na- 
tional Governors'  Association,  "you  can't  save 
a  buck  by  passing  the  buck."  Imposing  Feder- 
al costs  on  States  and  localities  clearly  vio- 
lates the  spirit  of  the  Congressional  Budget 
Act.  and  this  bill  would  simply  place  the  most 
minimal  safeguards  into  the  letter  of  the  Act. 

I  want  to  make  a  special  appeal  to  those 
Members  who  have  over  the  years  supported 
termination  or  reduction  in  the  General  Reve- 
nue Sharing  Program  for  States  and  localities. 
As  you  know,  revenue  sharing  for  the  States 
was  eliminated  back  in  1980,  and  payments  to 
cities  and  counties  may  well  end  on  October 
1.  In  my  opinion,  the  best  argument  for  reve- 
nue sharing  has  been  that  it  provides  some 
assistance  in  offsetting  the  cost  of  unfunded 
Federal  mandates,  in  areas  ranging  from  envi- 
ronmental protection  to  wage  rates  on  Federal 
projects.  If  our  position  is  that  we  no  longer 
can  afford  to  help  pay  for  existing  unfunded 
obligations,  then  I  think  the  least  we  can  do  is 
make  some  effort  to  ensure  that  major  new 
obligations  are  not  imposed  on  States  and  lo- 
calities without  some  compelling  national 
need.  Otherwise,  Governors,  State  legislators, 
and  city  and  county  officials,  not  to  mention 
our  constituents,  may  justifiably  conclude  that 
we  are  indifferent  to  our  entire  system  of  fed- 
eralism. 

This  bill  is  strongly  supported  by  the  biparti- 
san National  Governors'  Association  and  Na- 
tional Conference  of  State  Legislatures.  It 
would  become  effective  in  January,  for  the 
Congress. 

I  urge  Members  from  both  parties  to  offer 
immediate  support  for  this  legislation,  symbol- 
izing a  bipartisan  commitment  to  adopt  a  fresh 
and  honest  approach  with  State  and  local  offi- 
cials, without  whom  all  our  efforts  toward 
fiscal  responsibility  will  come  to  naught. 
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TRIBUTE  TO  IRA  B. 
JR. 


COLDREN, 


the  legal  com 
special  tribute 


HON.  AUSTIN  J.  MURPHY 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday.  September  17,  1986 

Mr.  MURPHY.  Mr.  Speaker,  on  the  evening 
of  Septemtjer  23,  the  Uniontown,  PA,  Rotary 
Club  will  honor  Attorney  Ira  B.  Coldren,  Jr. 
who  was  recently  elected  president  of  the 
Pennsylvania  Bar  Association.  Mr.  Coldren  is 
the  first  Fayette  Countian  to  attain  that  honor, 
having  been  recognized  by  his  peers  for  his 
long  tenure  of  service  to  the  bar  association 
and  to  the  legal  community  as  well. 

After  graduating  from  the  U.S.  Military  Acad- 
emy at  West  Point  in  1945,  Mr.  Coldren  was 
commissioned  a  2d  lieutenant  in  the  Regular 
Army  and  served  as  an  infantry  officer  in  Ger- 
many and  Austria  from  1 945  to  1 948.  He  was 
an  instructor  at  the  Ground  General  School  at 
Fort  Riley,  KS  from  1948  to  1949. 

In  1949,  Mr.  Coldren  began  the  study  of  law 
at  the  University  of  Pennsylvania  Law  School, 
graduating  cum  laude  in  1952.  He  began  his 
legal  career  and  continued  his  Army  career  at 
the  same  time  by  serving  as  a  captain  in  the 
Judge  Advocate  General's  Corps  in  the  De- 
partment of  the  Army  Headquarters  in  Wash- 
ington, DC.  He  served  in  Korea  for  16  months 
as  Staff  Judge  Advocate  of  the  Seventh  Major 
Port,  Pusan,  Korea.  Ira  subsequently  taught  at 
the  Judge  Advocate  General's  School  in  Char- 
lottesville, VA,  in  1955  and  1956.  Mr.  Coldren 
resigned  from  the  Regular  Army  in  1956  but 
continued  to  serve  his  country  through  the 
Reserves,  retiring  from  the  U.S.  Army  Reserve 
as  lieutenant  colonel  in  1 968. 

Ira  Coldren  entered  the  private  practice  of 
law  in  Uniontown,  PA,  in  1 956.  He  is  presently 
the  senior  member  of  the  nine-lawyer  firm 
known  as  Coldren,  DeHaas,  and  Radcliffe.  Ira 
took  time  out  from  his  law  practice  to  receive 
a  masters  of  laws  degree  in  estate  planning 
from  the  University  of  Miami  Law  School  in 
May  1982. 

During  his  career,  Ira  has  always  found  time 
to  take  an  active  role  in  professional  organiza- 
tions and  community  activities.  On  the  local 
level,  Ira  has  served  as  director  and  as  a 
committee  chairman  of  the  Fayette  County 
Bar  Association;  and  as  its  president  in  1983. 
At  the  State  level,  fie  rose  from  director,  to 
treasurer,  to  secretary,  to  vice  president  and 
finally  to  president  of  the  Pennsylvania  Bar  In- 
stitute. Mr.  Coldren  has  been  a  member  of  the 
American  Bar  Association  since  1952.  a 
member  of  the  American  Judicature  Society 
since  1960  and  a  member  of  the  International 
Association  of  Insurance  Counsel  since  1970. 
He  was  named  a  fellow  at  the  American  Bar 
Association  in  1982  and  at  the  American  Col- 
lege of  Probate  Counsel  in  1983. 

Beginning  in  1976,  Ira  was  elected  to  the 
house  of  delegates  of  the  Pennsylvania  Bar 
Association.  In  1979  he  began  service  on  the 
board  of  governors,  in  1985  he  served  as  vice 
president  of  the  Pennsylvania  Bar  and  just  re- 
cently was  selected  as  its  president. 

I  join  with  Ira  Coldren's  many  friends  in  rec- 
ognizing his  contributions  and  achievements  in 
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the  legal  community.  He  is  truly  worthy  of  this 
special  tribute. 
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THE  PLIGHT  OF  IRINA 
RATUSHINSKAYA 


HON.  TOM  LANTOS 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  LANTOS.  Mr.  Speaker,  today  is  the  an- 
niversary of  an  event  which  illustrates  one  of 
the  ugliest  sides  of  mankind.  The  arrest  and 
imprisonment  of  Irina  Ratushinskaya  4  years 
ago  today  is  a  testament  to  what  man  is  able 
to  do  to  his  fellow  man;  an  example  of  the 
cruelty  and  inhumanity  to  which  some  people 
are  subject.  On  September  17,  1982,  a  beauti- 
ful young  Russian  Orthodox  poet  was  arrested 
and  charged  with  "anti-Soviet  agitation  and 
propoganda."  When  sentenced  in  1983,  Irina 
Ratushinskaya  became  the  first  woman  ever 
to  receive  the  maximum  sentence  of  12 
years— 7  years  in  a  Soviet  labor  camp  and  5 
additional  years  of  internal  exile.  Since  then, 
she  has  been  beaten  and  abused  in  the  many 
prisons  and  labor  camps  to  which  she  has 
been  transported. 

Physically,  Ms.  Ratushinskaya  is  not  well. 
Recently,  as  she  was  being  transported  be- 
tween prisons,  her  head  was  thrust  against 
metal  bars  in  the  rear  of  the  transport  bus. 
She  was  allowed  to  see  a  doctor  and  was  di- 
agnosed as  having  suffered  a  severe  concus- 
sion. But  when  she  was  placed  in  her  new 
cell,  she  was  subjected  to  a  horrendous  new 
round  of  beatings  by  four  male  KGB  agents 
and  prison  wardens.  She  has  a  critical  heart 
condition  which  recently  seems  to  have  dete- 
riorated further.  Her  husband,  who  was  al- 
lowed to  visit  Irina  last  month  for  the  first  time 
since  her  conviction,  reported  that  she  said 
that  she  had  experienced  chest  pains  of  such 
intensity  in  the  past  few  months  that  she  had 
lost  consciousness  on  a  number  of  occasions. 
All  of  this,  in  a  woman  only  33  years  old. 

Her  mistreatment  in  prison  is  an  outrage 
and  we,  as  concerned  Members  of  Congress 
and  as  responsible  citizens  of  the  world,  must 
voice  our  indignation.  It  is  my  hope  that  the 
Soviet  Government  will  live  up  to  the  commit- 
ments it  made  at  Helsinki  and  in  the  United 
Nations,  to  the  people  of  their  own  country 
and  to  the  people  of  the  world,  to  respect  the 
fundamental  human  rights  of  all  people.  We 
must  call  on  them  to  act  in  good  faith  and  to 
release  the  scores  of  prisoners  of  conscience 
currently  being  held  for  no  other  reason  than 
their  attempts  at  self-expression. 

Irina  Ratushinskaya's  only  crime  was  to  ex- 
press what  was  in  her  heart.  As  a  devout  Rus- 
sian Orthodox,  she  has  written  religious  poetry 
dedicated  to  her  struggle  to  maintain  her 
belief  in  God,  and  as  a  responsible  human 
being  she  has  written  about  her  struggle  to 
maintain  her  belief  in  the  benevolent  spirit  of 
man.  I  \vould  like  to  insert  into  the  Record,  a 
poem  written  by  Miss  Ratushinskaya  on  No- 
vember 12,  1983,  and  dedicated  to  two  of  her 
fellow  prisoners,  "To  Tanya  and  Vanya  (Osi- 
pova  and  Kovalyov)." 
I  will  travel  through  the  land— 
With  my  retinue  of  guards. 
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I  will  study  the  eyes  of  human  suffering. 
I  will  see  what  no  one  has  seen— 
But  will  I  be  able  to  describe  it? 
Will  1  cry  how  are  we  able  to  do  this— 
Walk  on  partings  as  on  water? 
How  we  begin  to  look  like  our  husbands- 
Cur   eyes,   foreheads,   the  corners   of   our 

mouths. 
How  we  remember  them— down  to  each  last 

vein  of  their  skins— 
The  who  have  been  wrenched  away  from  us 

for  years. 
How  we  write  to  them:  Never  mind. 
You  and  1  are  one  and  the  same. 
Can't  be  taken  apart!' 
And,  fettered  to  the  ground, 
'Forever'  sounds  in  answer- 
That  most  ancient  of  words. 
Behind  which,  without  shadow,  is  the  light. 
I  will  tramp  out  my  deportation. 
And  I  will  remember  everything— 
By  heart!— They  won't  be  able  to  take  it 

from  me!— 
How  we  breathe— 
Each  breath  outside  the  law! 
What  we  live  by— 
Until  the  morrow. 

Such  words  inspire  us  to  continue  the  fight 
against  human  rights  violations  wherever  they 
may  occur.  Irina  Ratushinskaya  is  an  example 
to  us  all.  Through  her  suffering  she  remains 
strong— and  today  her  friends  in  the  United 
States  must  stand  with  her. 


A  TRIBUTE  TO  JUDGE  BILL 
GUNTER.  A  MAN  OP  MANY 
TALENTS 


HON.  ED  JENKINS 

,     OF  GEORGIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  JENKINS.  Mr.  Speaker,  recorded  in  the 
25th  chapter  of  St.  Matthew  is  Jesus's  parable 
on  the  talents.  He  used  the  parable  to  teach 
the  disciples  about  what  they  should  be  doing 
until  he  returned  a  second  time. 

When  1  heard  of  William  Barrett  (Bill) 
Gunter's  death  and  recalled  some  highlights 
of  his  life,  I  thought  about  how  Judge  Gunter 
compared  to  the  servant  who  received  five  tal- 
ents from  his  master  while  the  master  was  out 
of  the  country.  The  servant  doubled  the  hold- 
ings the  master  had  entrusted  to  him,  as  did 
the  servant  who  received  two  talents.  But  the 
servant  to  whom  the  master  gave  one  talent 
hid  the  money  in  a  hole  In  the  ground. 

Bill  Gunter  received  many  talents,  and  by 
the  time  he  died  a  month  ago  tomorrow,  he 
had  multiplied  those  talents  many  times  over. 

From  Commerce,  GA,  Gunter  graduated 
from  the  McCallie  School  in  Chattanooga,  TN, 
then  in  1940  cum  laude  and  Phi  Beta  Kappa 
from  the  University  of  Georgia,  and  the  univer- 
sity's law  school  in  1942.  For  his  military  sen/- 
ice  in  the  European  Theatre  in  Worid  War  II, 
he  received  the  Silver  Star  and  the  Bronze 
Star. 

He  practiced  law  in  Georgia  for  more  than 
30  years,  served  as  Hall  County's  Representa- 
tive in  the  Georgia  General  Assembly  for  6 
years,  leading  the  efforts  to  desegregate 
public  schools  and  to  abolish  the  county  unit 
system  for  electing  State  officials,  and  served 
as  Gainesville's  city  attorney  for  14  years 
during  which   he  designed   a  reorganization 


24713 

plan  which  saved  the  city  from  the  threat  of 
bankruptcy. 

During  his  5  years  on  the  Georgia  Supreme 
Court  bench,  his  carefully  constructed  dissent- 
ing opinions  later  often  had  the  force  of  law. 

Politically,  Gunter  used  his  talents  as  a 
member  of  the  National  Democratic  Commit- 
tee, to  convince  his  friend  Jimmy  Carter  to 
first  run  for  the  governorship  of  Georgia  and 
later  to  advise  him  dunng  his  years  in  the 
Governor's  office  and  in  the  White  House,  and 
to  advise  three  other  Georgia  Governors 
during  their  terms.  After  Judge  Gunter  had  re- 
turned to  private  practice  in  Atlanta,  Presktent 
Carter  called  him  as  a  special  assistant  to  re- 
solve a  dispute  amor>g  New  England  Indian 
tribes. 

Advisor  and  counselor  describes  more  than 
Bill  Gunter's  political  life  and  his  career  as  a 
jurist.  His  lifelong  commitment  to  theological 
studies  earned  him  not  only  a  place  among 
the  leaders  of  his  church  as  an  elder  in  the 
Presbyterian  Church,  but  the  respect  of  a 
teacher  and  counselor  who  shared  his  faith 
with  others. 

The  evidence  of  Bill  Gunter's  use  of  his  tal- 
ents was  reflected  in  the  wide  array  of  politi- 
cians, attorneys,  judges,  and  theologians  who 
came  to  pay  tnbute  to  his  life  in  a  thanksgiv- 
ing service. 

As  ttie  servants  who  multiplied  the  talents 
of  their  master,  so  had  Bill  Gunter  multiplied 
those  entrusted  to  him  for  67  years.  As  Jesus 
told  the  parable  in  the  25th  chapter  of  Mat- 
thew, when  the  master  returned  he  told  the 
two  servants  who  had  multiplied  the  talents  he 
had  left  with  them,  "Well  done,  good  and 
faithful  servant;  thou  hast  been  faithful  over  a 
few  things,  I  will  make  thee  ruler  over  many 
things:  enter  thou  into  the  joy  of  the  Lord." 


IN  HONOR  OF  MAYOR  STANLEY 
•SKEETER"  SHIELDS 


HON.  JOHN  J.  DUNCAN 

OF  TENNESSEE 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 
Mr.  DUNCAN.  Mr.  Speaker,  Mayor  "Skeet- 
er"  Shields  is  being  honored  by  citizens  in 
Maryville,  TN,  not  for  his  fine  work  as  mayor 
of  that  city,  but  for  his  longstanding  associa- 
tion with  the  Maryville  High  School  football 
team.  He  is  the  public  announcer  for  the 
games.  The  football  field  will  be  named  the 
"Shields  Field"  in  honor  of  his  38  years  of 
service  to  the  school. 

I  congratulate  Skeeter  on  his  faithful  service 
to  the  team.  This  Daily  Times  article  provides 
a  good  account  of  his  performance  and  serv- 
ice. 

Shields  Has  Been  Rebels'    Guiding  "  Voice 

Since  1948 

(By  Gary  Turner,  sport  editor) 

•Run  it.  Archie! " 

The  voice  carries  above  the  roar  of  the 
crowd  as  Maryville  High  wingback  Archie 
Anderson  rolls  to  his  right,  holding  a  foot- 
ball in  the  hand  of  his  cocked  right  arm. 

It's  1961.  and  Anderson,  a  senior  for  the 
Rebels'  football  team,  is  in  a  dilemma. 
Maryville  is  opening  the  season  at  home 
against  arch-rival  Lenoir  City.  Anderson  is  a 
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wingback  in  Maryville's  single-wing  offense. 
He's  carrying  out  a  play  called  the  left  re- 
verse pass.  He's  looking  for  the  Maryville 
tight  end.  who's  supposed  to  be  In  the  end 
zone.  However,  all  he  sees  is  a  wide-open 
field  ahead. 

"Lenoir  City's  disappeared."  Anderson 
says.  "But.  like  the  well-coached  player  I 
am,  I'm  still  gonna  throw  the  pass." 

"Run  it!  Run  it! "  rings  out  through  the 
stadium  again. 

This  time,  Anderson  takes  off. 
Tve  started  about  the  10-yard  line,  and  I 
think  I  get  down  right  next  to  the  goal, "  he 
explains.  "I've  waited  too  long,  though.  By 
the  time  I  get  started.  Lenoir  City's  recov- 
ered a  little.  If  I  listen  and  run  earlier.  I've 
scored.  But  we  score  anyway,  and  go  on  and 
beat  'em." 

It's  not  the  first  time  voices  from  above 
have  talked  to  Maryville  High  football  play- 
ers on  the  field.  It's  not  the  last,  either.  It's 
Just  the  only  time  anytxxly  remembers  that 
the  voice  has  had  any  affect  on  the  game's 
outcome. 

The  voice  t>elongs  to  Stanley  B.  "Skeeter" 
Shields,  mayor  of  Maryville  and  the  school's 
public  address  announcer  for  the  past  38 
football  seasons. 

In  those.  38  years,  tie's  aged  from  32  to  70. 
The  hair's  turned  from  brown  to  silver.  But 
don't  expect  to  see  an  old  man  when  you 
find  Skeeter  Shields.  Racquetball  and  hun- 
dreds of  trips  up  and  down  the  bleachers  of 
the  Maryville  High  Stadium,  have  given  him 
the  body  and  vitality  of  a  man  25  years 
younger. 

And  the  eyes  and  mouth  still  team  up  for 
a  glow-in-the-dark  smile,  especially  when  he 
talks  about  his  beloved  Maryville  Rebels. 

Other  than  a  gray  cowboy  hat  with  a 
Rebel  flag  on  the  front  and  the  title  of 
mayor  (he's  worn  tK)th  nearly  20  years),  you 
imagine  there's  little  difference  in  the 
"Skeeter  "  Shields  of  1948  and  the  1986  ver- 
sion. 

In  a  recent  interview.  Shields  recalled  how 
he  began  his  career  with  the  microphone. 

'I  was  broadcasting  football  games  for 
WGAP.  when  Jim  Renfro  (the  Maryville 
coach  at  the  time)  asked  me  to  take  over  the 
P.A.  system, "  Shields  recalled  in  a  recent 
interview. 

Shields  soon  learned  that  his  broadcasting 
skills  didn't  necessarily  help  him  when  it 
came  to  keeping  a  high  school  football 
crowd  informed  about  a  game. 

"You've  got  a  blind  audience  (on  radio) 
you're  trying  to  describe  the  play  to,  and 
here  I  am  doing  it  (game  description)  over 
the  P.A.."  he  rememt)ered. 

In  addition  to  normal  "•Pirst  and  10  at  the 
Maryville  10,"  Shields'  press  box  calls  were 
filled  with  "It's  a  pass! "  Watch  out  for  the 
reverse!"  and  "The  quarterback  has  the 
ball!" 

Shields  said  one  player,  a  defensive  back, 
would  tell  him  "I  wait  to  hear  you  call  the 
play,  before  I  make  a  move."' 

Maryville  players  may  have  appreciated 
the  help,  but  opposing  coaches  sometimes 
didn't  take  too  kindly  to  the  voice  from 
above. 

""One  coach,  man  he  just  got  so  teed  off  at 
me  for  calling  out  what  was  going  on  in 
their  backfield,""  Shields  remembered. 
■"That  was  in  the  beginning,  and  I  couldn't 
blame  him  really." 

But,  Shields  couldn't  help  it. 

A  former  player  at  Walland  and  Maryville 
high  schools  and  Maryville  College,  his 
knowledge  of  the  game  and  the  area  coach- 
es spilled  over  when  the  game  was  on  the 
line. 


EXTENSIONS  OF  REMARKS 

"Each  coach  did  basically  the  same  thing, 
year  in  and  year  out.  You'd  know  just  about 
what  was  going  to  happen  at  the  start  of 
every  play, "  Shields  explained. 

Former  Maryville  coach  Ted  Wilson,  who 
led  the  Rebels  from  1965  until  1980.  laughed 
as  he  recalled  being  stopped  by  the  opposing 
head  coach  as  he  walked  off  the  field  after  a 
game  one  night. 

"He  was  hot. "  Wilson  said  of  his  counter- 
part. "He  said.  "You  need  to  do  something 
about  that  P.A.  guy.'  I  asked  him.  What 
would  you  do  if  your  P.A.  was  the  mayor  of 
your  town?"  He  said.  Id  do  just  like  you  and 
let  him  call  it." '" 

For  the  most  part,  it  seems  Shields  has 
generated  little  ill  will  with  his  announcing 
style. 

"I've  always  had  a  real  good  relationship 
with  the  fans. "  he  said.  "Id  talk  to  em  a 
lot,  especially  when  we  were  in  the  old  press 
box.  You  were  closer  to  "em,  right  in 
amongst  'em  really." 

It  may  be  that  the  fan  in  Shields  is  what 
helps  people  accept  and  enjoy  his  style. 

Bob  Navratil,  who  has  helped  Shields  in 
his  other  P.A.  job,  at  Maryville  College  foot- 
ball games,  said,  "When  he  oohs  and  aahs 
over  the  microphone,  it"s  something  every- 
body in  the  stadium  is  doing." 

"To  me,  he's  pro-home  without  being  of- 
fensive," Anderson  said.  "He'll  talk  to 
people  in  the  stands,  just  like  they're  sitting 
next  to  him— welcome  them  to  the  stadium, 
wish  'em  happy  birthday." 

"Skeeter's  the  type  of  person  who's  a 
friend  to  everybody.  It's  hard  to  get  peeved 
at  him,"  J.P.  Stewart  said. 

Stewart  is  the  former  superintendent  of 
schools  in  Maryville.  He  has  worked  with 
Shields  in  the  Maryville  High  press  box  for 
25  seasons,  helping  him  pick  out  players, 
figuring  out  what  yard  line  the  ball  is  on. 

Occasionally.  Steward  performs  other 
duties. 

"Every  once  in  a  while.  I'll  cut  the  (micro- 
phone) off  to  keep  our  voices  off  the  speak- 
er," he  says. 

■J.P.  always  has  to  get  after  him  a  little 
bit,  especially  when  we're  in  the  TSSAA 
playoff  games"  Skeeter's  daughter,  Karen 
Shields,  says  with  a  chuckle. 

Karen  and  her  brother  Steve  have  both 
accompanied  their  dad  to  the  press  box 
since  their  growing-up  days  in  the  '50s. 

Steve  has  even  taken  his  dad's  place  at  the 
microphone  the  three  times  Skeeter's 
missed  a  game  in  38  seasons. 

"The  times  I  have  done  it,  as  soon  as  I 
turn  the  thing  on  ani  just  say.  "Good 
evening,""  everybody  turns  around  and  has  a 
look  like,  "That's  a  strange  voice  up  there, 
the  wrong  voice,'  "  Steve  said. 

And,  after  a  few  stints  in  the  press  box, 
Steve  understood  how  his  dad  fell  into  the 
habit  of  letting  stray  comments  slip. 

"If  you've  ever  sat  up  there  and  worked 
the  mike,  it's  easy  to  forget  to  turn  the 
thing  off,  especially  in  the  old  booth,"  Steve 
said.  ""That  thing,  you  never  knew  whether 
it  was  on  or  not.  You'd  push  the  button,  and 
it  wouldn't  click,  then  you'd  fiddle  with  it, 
then  you'd  forget  about  it  and  get  caught 
up  in  the  excitement  of  the  game." 

Steve  and  his  dad  are  paired  in  a  tale  told 
about  Skeeter's  announcing. 

As  the  story  goes,  Steve,  who  played  foot- 
ball for  Maryville  from  1960  to  1962,  took 
off  on  a  long  touchdown  run  one  night.  His 
dad  was  so  excited,  all  he  could  do  was  yell, 
"Go.  son.  go!""  repieatedly. 

Neither  father  nor  son  remember  things 
happening  exactly  that  way.  but  both  ad- 
mitted it  could  have. 
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In  fact,  Skeeter  says  details  of  games 
escape  him.  It's  not  that  his  70  years  of 
memories  are  fading.  It's  just  that,  after  38 
years  of  announcing  nearly  500  junior  high, 
high  school  and  college  games,  "they  all  run 
together  on  me." 

There  are  some  memories  which  do  stick 
out,  memories  like: 

The  October  and  November  nights  in  the 
press  box  at  the  old  Maryville  High  stadi- 
um, a  planks  and  nails  structure,  with  more 
than  a  few  cracks  for  the  wind  to  whistle 
through— "Man,  it  was  cold  in  that  thing." 

The  hard-to-pronounce  names— "We  had  a 
kicker  Gurks,  Gerkin  (the  name  was  Ryan 
Gehrts— pronounced  Gertz).  I  never  did 
learn  how  to  say.  (Steve)  Oliveira  (Oliverra). 
I  couldn't  get  his  name  out  right  either." 

The  five  Maryville  coaches  whose  teams 
have  heard  Shields'  voice— "(Jim)  Renfro. 
(Ken)  Shepherd,  (Don)  Rawls.  (Ted) 
Wilson.  (Don)  Story,  all  fine  men,  all  excel- 
lent coaches." 

And  mainly,  the  time  spent  at  the  games— 
"The  years  have  been  rewarding.  What 
better  way  to  watch  a  game  you  liked  to 
play,  and  a  team  which  is  your  favorite,  and 
do  it  in  the  best  seat  in  the  house." 


CREDIT  CARD  CAP  PROPOSAL 


HON.  WYCHE  FOWLER,  JR. 

OF  GEORGIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  FOWLER.  Mr.  Speaker,  although  I  un- 
derstand that  the  Subcommittee  on  Consumer 
Affairs  and  Coinage  recently  rejected  a  cap  on 
credit  card  interest,  I  respectfully  resubmit  my 
credit  card  cap  proposal  for  the  members 
consideration.  It  is  my  firm  belief  that  the  inter- 
est charged  on  bank  credit  cards  is  out  of 
hand  and  that  Congress  must  force  banks  to 
respond  to  the  marketplace.  I  have  spoken 
with  many  of  you  about  my  proposal.  I  offer  it 
again  for  your  consideration. 


A  SALUTE  TO  "MAINSTREET" 


HON.  JOHN  EDWARD  PORTER 

OF  ILLINOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  PORTER.  Mr.  Speaker,  I  want  to  take 
this  opportunity  to  recognize  an  outstanding 
example  of  community  service  provided  by  the 
MainStreet  department  stores  of  Chicago,  IL. 
The  store  developed  an  educational  program 
entitled,  "Safety  Starts  With  Me"  designed  to 
help  young  children  distinguish  the  potential 
dangers  associated  with  child  abduction. 
"Safety  Starts  With  Me"  is  a  40-minute  pres- 
entation attended  by  children  grades  K-4 
dunng  school  assemblies. 

Hosted  by  a  local  magician  in  the  role  of 
the  "Mayor  of  MainStreet,"  the  show  address- 
es the  issues  of  strangers  and  how  to  avoid 
abduction.  Through  magic,  games  and  role 
playing  the  emcee  creates  an  atmosphere  of 
fun  used  to  instill  confidence  rather  than  fear 
while  teaching  children  to  deal  with  dangerous 
situations  effectively. 

Through  a  series  of  entertaining  skits  the 
program  focuses  on  three  specific  situations 
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in  which  children  may  encounter  strangers. 
These  include  car  strangers,  telephone 
strangers,  and  doorbell  strangers. 

The  end  of  the  show  serves  to  reinforce  the 
three  magic  words  which  can  be  applied  in  all 
dangerous  or  fearful  situations.  The  phrase 
"Say  No.  Run,  Tell  Someone,"  is  repeated  in 
order  to  reemphasize  its  importance  for  the 
chlldrens'  safety. 

In  light  of  the  increasing  awareness  sur- 
rounding the  tragedy  of  child  abduction,  I  am 
pleased  to  inform  you  of  MainStreet's  Initiative 
in  establishing  the  MainStreet  child  safety 
show.  It  represents  a  practical  response  to  the 
anxieties  shared  by  all  of  us  with  young  chil- 
dren. The  more  we  educate  our  children  about 
potentially  dangerous  situations,  the  safer  they 
will  be  in  our  communities.  With  our  encour- 
agement and  support,  hopefully  we  will  see 
even  greater  participation. 

On  behalf  of  the  parents  and  children  of  Illi- 
nois, I  acknowledge  the  invaluable  service 
provided  by  the  staff  and  management  at 
MainStreet  department  stores. 


THE  NEW  RACE  PROGRAM 
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HON.  VIC  FAZIO 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  FAZIO.  Mr.  Speaker,  In  July  I  joined 
several  of  my  colleagues  on  the  Budget  Com- 
mittee, Chairman  Bill  Gray,  Mr.  Marvin 
Leath,  Mr.  Tom  Downey,  Mrs.  Barbara 
Boxer,  and  Mr  Chet  Atkins,  on  a  factfinding 
mission  to  the  Far  East.  Our  trip  included  a 
visit  to  Thailand,  where  I  had  the  opportunity 
to  meet  Thai  officials  and  discuss  rice  export 
policy,  a  topic  of  great  importance  to  the 
Thais  as  well  to  rice  growers  in  my  district. 

The  Thais  forced  their  concern  on  the  cur- 
rent U.S.  rice  program.  As  you  know,  the  farm 
bill  we  approved  last  December  included  pro- 
visions which  were  intended  to  put  rice  pro- 
ducers in  the  United  States  on  equal  footing 
with  their  counterparts  elsewhere  in  the  world. 
In  my  view,  the  new  program  has  been  very 
successful  thus  far  and  rice  growers  in  my  dis- 
trict are  pleased  with  its  results.  The  Thais, 
however,  did  not  agree. 

They  made  the  same  claims  to  us  as  they 
charged  in  the  U.S.  press  earlier  this  year, 
mainly  that  the  U.S.  rice  program  would  dev- 
astate the  Thai  rice  industry.  Thai  agricultural 
officials  claimed  exports  would  drop  precipi- 
tiously  by  1  to  1.5  million  tons  in  1986  from  a 
4-milllon-ton  level  in  1985  and  that  export 
earnings  would  decline  from  $1  billion  last 
year  to  less  than  $800  million.  Thailand's  ex- 
ports to  Africa  and  the  Middle  East— the  larg- 
est markets  for  Thai  rice— were  predicted  to 
drop  as  much  as  50  percent.  While  these 
forecasts  brought  forth  loud  complaints  from 
Thailand,  they  were  also  taken  very  seriously 
by  officials  in  our  own  State  Department,  who 
believed  the  program  could  affect  United 
States  relations  with  a  key  ally  in  Southeast 
Asia. 

Fortunately,  none  of  these  fears  have  borne 
fruit. 

In  early  August,  a  mere  5  months  after  Thai 
and    State    Department    officials    said    the 
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bottom  would  fall  out  of  the  world  rice  market, 
front  page  articles  appeared  in  Bankok's 
major  English-language  dallies  proclaiming 
that  Thailand— already  the  world's  No.  1  rice 
exporter— was  set  to  enjoy  Its  biggest  export- 
ing year  ever.  The  Thais  shipped  2.9  million 
tons  of  rice  to  overseas  buyers  during  the  first 
7  months  of  1986— a  rate  almost  4  percent 
higher  than  the  alltime  record  1984  crop  year 
and  12  percent  over  the  same  period  for 
1985.  Further,  despite  fears  that  the  lower 
loan  rate  called  for  In  the  U.S.  rice  program 
would  drive  the  worid  price  downward,  the 
price  has  Instead  stabilized,  and  started  to  In- 
crease In  the  past  several  months. 

It  is  my  understanding  that  the  Thai's  con- 
cern with  the  rice  program  hinged  upon  provi- 
sions In  the  1985  farm  bill  which  permit  the 
Secretary  of  Agriculture  to  base  the  U.S.  loan 
rate  on  the  worid  market  price  instead  of  set- 
ting an  artificial  price  floor  far  above  the  worid 
price,  as  the  old  farm  bill  required.  U.S.  rice 
producers  could  sell  their  rice  abroad  at  the 
worid  market  price  and  receive  payments  from 
the  Treasury  for  the  difference  between  the 
worid  price  and  the  current  loan  rate. 

The  Thais  contend  that  the  provisions  un- 
falriy  subsidize  United  States  rice  producers 
and  permit  them  to  sell  their  rice  at  predatory 
levels.  No  matter  how  low  the  worid  price 
goes,  they  claimed,  the  U.S.  farmer  would  be 
able  to  sell  lower  knowing  the  Treasury  would 
cover  his  losses. 

In  fact,  in  order  to  soften  the  effect  of  the 
rice  program  on  Thailand  and  other  rice  ex- 
porters, the  United  States  has  not  engaged  in 
predatory  pricing  and  has  followed,  not  led, 
worid  price  movements.  Obviously,  the  rice 
program  has  had  an  effect  on  Thai  rice  ex- 
ports, as  the  stated  intention  of  the  rice  pro- 
gram Is  to  increase  United  States  rice  exports. 
But  in  the  5  months  since  its  Inception  the 
U.S.  rice  program  has  not  incurred  significant 
harm  upon  Thai  rice  producers;  instead,  the 
opposite  seems  to  be  the  case. 

Meanwhile,  the  new  rice  program  has  been 
a  shot  in  the  arm  for  the  beleaguered  U.S. 
rice  industry.  In  the  4  years  between  1981  and 
1985  U.S.  rice  exports  fell  from  3  million 
metric  tons  to  1.8  million  metric  tons,  while 
Thai  rice  exports  rose  from  2.7  million  metric 
tons  in  1980  to  4  million  metric  tons  in  1985. 
Thai  exports  may  exceed  4.5  million  metric 
tons  this  year.  California  rice  growers  were 
particulariy  hard  hit  by  the  drop  in  U.S.  nee  ex- 
ports: between  1980  and  1985  exports  of 
processed  California  rice  fell  72  percent— from 
1 .3  metric  tons  to  0.3  million  metric  tons.  Rice 
production  in  the  State  has  fallen  accordingly: 
in  1980  rice  production  in  California  was  1.65 
million  metric  tons;  by  1985  the  level  had 
fallen  to  1 .34  million  metric  tons. 

In  recent  months,  however,  U.S.  rice  pro- 
ducers have  seen  a  dramatic  turnaround. 
Total  U.S.  rice  exports  from  April  to  July  of 
this  year  are  107  percent  higher  than  they 
were  for  the  same  period  in  1985  and  ad- 
vance sales  for  next  year  are  up  over  1 1 8  per- 
cent from  last  year's  level.  Not  only  are  rice 
exports  soaring,  but  forteitures  to  the  Com- 
modity Credit  Corporation  have  fallen  over  50 
percent— resulting  In  an  estimated  $140  mil- 
lion savings  to  the  taxpayer.  The  increase  in 
exports  are  having  a  rippling  effect  in  hun- 
dreds of  rice  growing  communities  in  Califor- 
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nia,  Texas,  Arkansas,  Louisiana,  Mississippi, 
and  Florida,  where  local  truckers,  millers, 
bankers,  elevator  operators,  brokers,  and 
shippers  are  all  enjoying  the  rewards  of  in- 
creasing rice  sales  overseas. 

Meanwhile,  the  Thais  and  our  other  rice- 
growing  competitors  will  have  to  get  used  to 
the  fact  that  U.S.  rice  producers  will  again  be 
tough  adversaries  in  international  markets. 
The  Rice  Millers'  Association  recently  set  an 
example  of  just  how  lough  they  can  be  by  pe- 
titioning the  U.S.  Trade  Representative  to  in- 
vestigate the  Japanese  Government's  use  of 
unfair  barriers  to  rice  Imports.  If  the  Japanese 
fully  llt>erallzed  their  rice  market  their  imports 
could  rise  from  two-tenths  of  1  percent  to  37 
percent  of  domestic  consumption.  This  would 
create  a  huge  new  market  for  U.S.  rice  pro- 
ducers. 

The  Rice  Millers'  action,  in  combination  with 
the  new  rice  program,  present  our  rice  produc- 
ers with  innovative  alternatives  to  past  policies 
and  should  provide  an  orderiy  transition  from 
dependence  on  Government  to  reliance  on 
the  marketplace. 


KILDEE   PAYS  TRIBUTE  TO  THE 
ST.  GEORGE  ORTHODOX 

CHURCH 


HON.  DALE  E.  KILDEE 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  KILDEE.  Mr.  Speaker.  I  rise  today  to 
bring  to  the  attention  of  my  colleagues  and 
the  Nation  an  event  that  will  be  held  Septem- 
ber 21.  1986,  in  Flint,  Ml.  commemorating  the 
founding  of  the  St.  George  Orthodox  Church. 
On  this  day  the  St.  George  Orthodox  Church 
will  celebrate  Its  50th  anniversary. 

Historic  St.  George  Orthodox  Church  can 
trace  its  humble  beginnings  to  the  determined 
efforts  of  several  pious  Arab  immigrants.  In 
1936.  the  group  began  to  meet  in  the  homes 
of  parishioners  to  worship  together.  In  1938, 
the  devoted  congregation  initiated  construc- 
tion of  the  St.  George  Orthodox  Church  at  its 
initial  location  in  the  north  end  of  Flint.  For  the 
next  30  years  St.  George  served  as  the  center 
of  orthodox  worship  for  Flint's  Arab  American 
community.  Its  current  building,  a  recipient  of 
the  Society  of  American  Architects  gold 
medal,  was  erected  In  1971  to  meet  the 
needs  of  a  parish  which  had  grown  from  25  to 
over  150  families.  Through  its  50  years  in  ex- 
istence, the  St.  George  Orthodox  Church  has 
faithfully  served  its  panshioners  and  the  com- 
munity in  a  very  unselfish  and  admirable 
manner,  preserving  both  Its  rich  Arab  culture 
and  orthodox  tradition  of  worship. 

Mr.  Speaker,  the  St.  George  Orthodox 
Church  continues  to  represent  a  warm  and 
friendly  home  for  community  ethnic  activities 
and  as  a  cathedral  of  worship  where  the  spirit- 
ual needs  of  parishioners  are  fulfilled  in  the 
traditional  orthodox  Chnstian  faith.  Under  the 
spiritual  leadership  of  its  cunent  rector,  Rev. 
Father  Basil  Kalekas.  St.  George  continues  its 
fine  record  of  providing  Chnstian  leadership 
and  a  base  for  ethnic  tradition  within  tt>e  com- 
munity. It  is  Indeed  a  great  honor  for  me  to 
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pay  tribute  to  the  esteemed  church  on  the  oc- 
casion of  Its  50th  anniversary 


NAACP  FREEDOM  SUNDAY 

HON.  PETER  W.  RODINO,  JR. 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  RODINO.  Mr.  Speaker,  it  will  be  my 
great  honor  to  speak  at  the  72d  annual 
NAACP  Freedom  Sunday  Observance  on 
September  21  in  Newark. 

This  year's  ceremonies  will  take  place  at 
the  Mount  Calvary  Missionary  Baptist  Church, 
Rev.  J.  Wendell  Matson,  pastor  The  guest 
speaker  is  Rev.  Dr.  Calvin  O  Butts  III.  execu- 
tive minister  of  the  Abyssinian  Baptist  Church 
in  New  York  City.  Reverend  Butts  will  discuss 
the  great  historical  role  played  by  the  NAACP 
and  churches  in  forging  a  more  fair  and  com- 
passionate Amenca. 

Mr.  Speaker,  the  Freedom  Sunday  Observ- 
ance IS  of  special  significance  to  me  and  to 
tfvxjsands  of  Americans  who  care  deeply 
about  justice  and  equality.  It  is  a  time  to  re- 
flect upon  the  difficult  struggles— sit-ins, 
marches  and  legislative  battles— necessary  to 
bnng  to  the  laws  of  the  land  a  respect  for  citi- 
zens of  all  races  and  creeds.  It  is  a  time  to 
celebrate  the  warm  fnendships  forged  in  those 
difficult  times.  And  It  is  a  time  to  recommit 
ourselves  to  the  challenges  that  lie  ahead- 
challenges  posed  by  those  in  the  Reagan  ad- 
ministration who  seek  to  turn  back  the  clock 
on  civil  rights  and  return  to  a  constitutional 
"dark  ages." 

Mr.  Speaker,  I  salute  civil  rights  champions 
like  Keith  Jones,  president,  Newark  NAACP; 
John  D.  Woods,  first  vice  president;  Dolores 
C.  Carter,  second  vice  president;  Daisy 
Stokes,  secretary;  Denise  McCoy,  assistant 
secretary;  and  Mamie  Hale,  treasurer,  all  of 
the  Newark  branch  of  the  NAACP.  Thanks  to 
their  devotion  to  justice  and  equality  and  their 
hard  work,  this  Nation  will  remain  a  place 
where  all  of  its  citizens  are  free  to  pursue  and 
realize  their  dreams. 
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American  Family  Society,  whose  national 
chairwoman  is  Mrs.  Nancy  Reagan.  The  pro- 
gram in  Los  Angeles  County  was  founded  by 
Bernard  and  Evelyn  Kemp  to  recognize  the 
significant  community  contributions  of  Hispan- 
ic families. 

On  t)ehalf  of  my  colleagues,  I  want  to  com- 
mend the  1 9  families  who  have  been  nominat- 
ed by  community  organizations  for  this  pres- 
tigious honor.  The  following  families  are  to  be 
commended  for  their  exemplary  achievements 
and  contnbutions  to  their  community  and 
family:  Jesus  and  Emma  Acosta  of  Los  Ange- 
les, Hon.  Benjamin  III  and  Emma  Aranda  of 
Torrance,  Jaime  and  Armida  Caro  of  Los  An- 
geles, Pedro  and  Onelia  Chirino  of  Panorama 
City,  Octavio  and  Caruca  Costa  of  Los  Ange- 
les, Castulo  and  Beatriz  De  La  Rocha  of  Haci- 
enda Heights,  Anthony  and  Kathryn  De  Los 
Reyes  of  Los  Angeles,  Frank  and  Elva  Don- 
nell  of  Lennox,  Angel  and  Ida  Gaitan  of  San 
Manno.  Robert  and  Ofelia  Guzman  of  Monte- 
bello.  Jaime  and  Blanca  Jarrin  of  San  Manno. 
Mrs.  Manuela  Urbina  Knecht  of  Los  Angeles, 
Gregorio  and  Guadalupe  Aguilar  Lopez  of  Los 
Angeles,  EIco  and  Lupe  Miramontes  of  Haci- 
enda Heights,  Milton  and  Bella  Navarrete  of 
San  Gabnel,  Juan  and  Winnie  Sanchez  of 
Huntington  Park,  Mrs.  Virginia  Serna  of  Santa 
Monica,  Ethridge  and  Gilda  Altagracia  Smith 
of  Woodland  Hills,  and  Luis  and  Ruth  Valera 
of  Valencia. 

The  nominated  families  provide  a  wide 
range  of  community  services,  from  collecting 
food  for  needy  families,  to  participation  in  vol- 
unteer community  education,  youth  gang  vio- 
lence reduction  programs  and  child  guidance 
clinics. 

I  am  particularly  pleased  to  be  part  of  this 
program  that  recognizes  the  important  role 
that  families  play  in  our  society.  Several  of  the 
nominated  families  are  from  my  own  district 
and  I  ask  that  my  colleagues  join  me  in  recog- 
nizing all  of  these  families  for  their  contribu- 
tions to  our  country. 


HONORING  THE  HISPANIC 
FAMILY  OF  THE  YEAR 


HON.  ESTEBAN  EDWARD  TORRES 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17.  1986 

Mr.  TORRES.  Mr.  Speaker,  on  Friday,  Sep- 
tember 19,  1986,  the  second  annual  Hispanic 
Family  of  tfie  Year  banquet  will  be  held  in  Los 
Angeles,  CA.  This  event  will  honor  Hispanic 
fdmilies  for  exemplary  community  service, 
teamwork,  and  individual  growth  This  impor- 
tant program  helps  to  promote  family  unity, 
cultural  pride,  and  provide  role  models  for  the 
Hispanic  community. 

I  am  honored  to  serve  as  cochairman  of 
this  year's  program  along  with  Mrs.  Barbara 
Bush    The  program  is  also  endorsed  by  the 
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reinforced  concrete,  mechanics,  and  ad- 
vanced mathematics.  The  chapter  was  then 
called  the  engineering  extension  school. 

By  1922,  increased  interest  resulted  in  the 
establishment  of  a  3-year  course  in  engineer- 
ing, the  only  one  of  its  kind  in  the  region. 
Dunng  World  War  II,  the  extension  school  ex- 
panded to  provide  tuition-free  courses  in  more 
than  27  subject  areas  to  help  the  country  in 
Its  production  of  war  materials.  After  the  war, 
veterans  in  the  area  benefited  from  the  addi- 
tion of  day  classes  to  the  formerly  evening- 
only  schedule,  and  the  school  became  the 
Wyoming  Valley  Day  Technical  Institute.  The 
school  moved  to  the  Guthrie  Building  in 
Wilkes-Barre's  north  end  section  in  1950,  and 
in  1953  a  2-year  Associate  Degree  Program 
for  engineering  was  initiated. 

The  former  residence  of  Mr.  and  Mrs.  John 
Conyngham  in  Lehman  became  the  perma- 
nent campus  in  the  mid-1960's,  as  a  gift  from 
Mr.  and  Mrs.  Richard  Robinson.  Carriage 
houses  on  the  property  were  converted  into  a 
student  commons,  and  later  student  lounges 
and  a  bookstore  were  added.  The  48-acre 
campus  was  named  the  Penn  State/Wilkes- 
Barre  campus  when  the  first  classes  on  the 
new  property  were  held  in  the  fall  of  1 968. 

Today  more  than  900  students  and  100  fac- 
ulty members  call  Penn  State  Wilkes-Barre 
home.  A  gymnasium  is  scheduled  to  be  com- 
pleted by  1 988.  and  a  new  center  of  technolo- 
gy is  being  planned.  After  70  years  of  excel- 
lence, Penn  State  Wilkes-Barre  has  proven  to 
be  a  tremendous  asset  to  the  community,  and 
it  is  a  great  pleasure  for  me  to  join  students, 
alumni,  faculty  members,  and  every  member 
of  the  community  in  wishing  Penn  State 
Wilkes-Barre  well  on  its  70th  birthday. 


leagues  atten 
great  America 
continental  aii 


PERSONAL  EXPLANATION 


PENN  STATE  WILKES-BARRE 
CELEBRATES  70  YEARS 

HON.  PAUL  E.  KANJORSKI 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  KANJORSKI.  Mr.  Speaker,  I  am  pleased 
to  bring  to  your  attention  the  70th  anniversary 
of  the  Wilkes-Barre  chapter  of  the  Pennsylva- 
nia State  University.  The  Wyoming  Valley  has 
benefited  greatly  from  the  presence  of  the 
Wilkes-Barre  campus  of  Penn  State,  and  I  am 
proud  to  join  in  congratulating  the  chapter  on 
its  anniversary. 

In  the  fall  of  1916  a  community  group 
worked  with  the  Wilkes-Barre  Rotary  and 
Chamtier  of  Commerce  and  approached  offi- 
cials at  Penn  State  to  request  a  local  chapter 
for  the  Wilkes-Barre  area.  That  November,  the 
first  classes  were  held  In  the  Wilkes-Barre 
High  School  building,  where  approximately 
1 50  students  enrolled  in  courses  on  surveying. 


HON.  WILUAM  F.  CUNGER,  JR. 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  CLINGER.  Mr.  Speaker,  on  September 
11,  1986,  I  intended  to  vote  against  the 
McCollum  amendment  to  H.R.  5484,  the  Om- 
nibus Drug  Act,  but  I  am  recorded  as  having 
voted  for  this  amendment.  I  would  like  the 
record  to  show  that  I  did,  in  fact,  want  to  vote 
against  this  amendment. 


FLIGHT  OF  THE  VIN  FIZ 


HON.  RICHARD  T.  SCHULZE 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  SCHULZE.  Mr.  Speaker,  I  am  pleased 
today  to  have  this  opportunity  to  call  my  col- 
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leagues  attention  to  the  75th  anniversary  of  a 
great  American  historical  event,  the  first  trans- 
continental airplane  flight. 

On  September  17,  1911,  a  32-year-old  flyer 
named  Calbraith  Rodgers,  took  off  from 
Sheepshead  Bay,  Long  Island,  in  a  Model  EX 
Wright  biplane,  for  an  84-day  voyage  to  the 
coast  of  California. 

The  biplane  was  christened  The  Vin  Fiz, 
after  the  financial  backers  of  the  event.  The 
Vin  Fiz  Co.  officials  also  sponsored  a  private 
train  that  paralelled  the  flight  of  the  Vin  Fiz 
across  the  country.  The  train  passengers  in- 
cluded Rodger's  wife,  Mabel,  managers,  me- 
chanics, workmen,  and  representatives  of  the 
Vin  Fiz  Co. 

Rodgers  piloted  the  Vin  Fiz  up  the  Erie  Rail- 
road line  of  Pennsylvania,  across  the  farm- 
lands of  Ohio  and  Indiana  to  Chicago,  over 
the  Mississippi  River  to  Kansas  City,  through 
the  heartland  of  America  to  Dallas,  Austin  and 
San  Antonio,  along  the  southern  borders  of 
New  Mexico  and  Arizona,  to  Phoenix,  and 
completed  his  cross  country  odyssey  in  Long 
Beach,  CA. 

By  the  time  Rodgers  landed  in  Long  Beach, 
he  had  covered  4,231  miles,  (railroad  mile- 
age), in  82  hours  and  4  minutes  at  an  average 
speed  of  51.56  mph  in  a  voyage  that  included 
more  than  80  stops  in  76  different  towns. 

Calbraith  Perry  Rodgers  was  immediately 
elevated  to  hero  status.  His  name  and  story 
graced  the  front  pages  of  our  Nation's  news- 
papers. He  was  the  grand  marshall  for  Pasa- 
dena's Rose  Day  parade.  He  received  a  gold 
medal  from  President  William  Howard  Taft  in 
recognition  for  his  courage  and  spirit  that 
characterizes  a  man  as  a  hero. 

Men  of  this  caliber  deserve  continual  recog- 
nition throughout  the  years.  They  are  the  role 
models  for  our  children  and  constitute  the  sto- 
ries in  our  history  books.  Calbraith  Perry  Rod- 
gers exemplifies  the  freedom  and  determina- 
tion that  characterizes  our  country.  I  am  sure 
that  my  colleagues  will  join  me  in  honoring  the 
75th  anniversary  of  this  great  achievement. 


SALUTING  PHILIP  H.  POWER 


I  am  pleased 
)  call  my  col- 


HON.  CARL  D.  PURSELL 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  PURSELL.  Mr.  Speaker,  I  would  like  to 
take  this  opportunity  to  compliment  one  of  my 
constituents  for  his  outstanding  work.  Mr. 
Philip  Power  recently  was  honored  by  the  Na- 
tional Alliance  for  Business  as  that  group's 
"Business  Volunteer  of  the  Year." 

Phil  serves  as  chair  of  the  Michigan  Job 
Training  Coordinating  Council,  and  it  was 
through  this  role  the  National  Alliance  for 
Business  recognized  him  for  the  outstanding 
work  in  training  individuals  for  work  and  jobs. 

It  almost  goes  without  saying  that  the  value 
of  job  training  work  in  a  State  such  as  Michi- 
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gan— which  has  been  hit  hard  by  unemploy- 
ment in  recent  years — is  beyond  measure. 

Through  his  efforts,  others  have  found  ways 
to  make  a  living  and  to  continue  supporting 
themselves  and  their  families. 

Phil  Power  also  contributes  to  the  better- 
ment of  Michgan's  Second  Congressional  Dis- 
trict through  his  role  as  owner  of  an  important 
local  newspaper  group — the  Observer  &  Ec- 
centric Newspapers. 

Community  journalism  long  has  been  the 
backbone  of  an  informed  society  and  Phil's 
company  continues  to  make  its  contributions 
to  that  tradition. 

Mr.  Speaker,  I  believe  it's  worthwhile  to  en- 
courage and  support  the  efforts  of  civic- 
minded  persons  such  as  Philip  Power. 

It  wasn't  too  many  years  ago  that  Phil 
served  as  a  staff  member  here  in  the  House, 
so  I  believe  it's  only  fitting  that  his  recent  ac- 
complishments be  recognized  here  in  the 
House  today.  On  behalf  of  the  people  of  my 
district,  I  thank  Phil  for  his  work  and  contribu- 
tions to  our  community. 


A  NEAR  RECESSION  JUSTIFICA- 
TION FOR  DEFUSING  GRAMM- 
RUDMAN-HOLLINGS 
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I  and  many  other  Memt)ers  of  Congress  be- 
lieve that  past  cuts  and  the  good  faith  efforts 
of  our  appropriations,  reconciliation  and  tax 
legislation  will  reduce  the  1987  deficit  as  low 
as  is  appropriate  given  the  state  of  the  econo- 
my. Now  is  not  the  time  to  place  further  stress 
on  an  already  shaky  economy. 


HON.  EDWARD  R.  ROYBAL 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  17,  1986 

Mr.  ROYBAL.  Mr.  Speaker,  Congress  recog- 
nized the  special  circumstances  of  a  reces- 
sion or  near  recession  when  it  enacted 
Gramm-Rudman-Hollings.  Special  provisions 
were  incorporated  expressly  for  the  purpose 
of  defusing  Gramm-Rudman-Hollings  when 
our  enconomy  could  no  longer  absorb  its 
impact.  I  believe  that  we  have  reached  just 
such  a  state  of  affairs.  I  believe  that  it  is  time 
to  defuse  Gramm-Rudman-Hollings  for  fiscal 
year  1987. 

How  do  we  justify  defusing  Gramm- 
Rudman-Hollings?  We  need  only  look  at  the 
"recession  trigger"  language  in  Gramm- 
Rudman-Hollings.  If  real  economic  growth  is 
"less  than  I  percent  for  two  consecutive  quar- 
ters," the  recession  provisions  would  trigger. 
Let  me  assure  you  that  we  are  "whisker 
close"  to  pulling  the  recession  trigger.       : 

Over  the  past  two  quarters,  real  economic 
growth  has  slowed  dramatically.  Over  the  last 
two  quarters,  real  growth  has  averaged  less 
than  1  percent  (1.1  percent  in  the  previous 
quarter;  0.6  percent  in  the  last  quarter).  If  the 
Gramm-Rudman-Hollings  recession  trigger 
had  read  "averaging  less  than  1  percent  for 
two  consecutive  quarters,"  the  recession  trig- 
ger would  be  pulled  for  fiscal  year  1987  and 
the  process  of  defusing  Gramm-Rudman-Hol- 
lings would  begin. 

As  our  Nation  nears  recesion  levels, 
Gramm-Rudman-Hollings  must  be  defused  for 
fiscal  year  1987  and  the  justification  is  a  U.S. 
economy  in  near  recession. 


INTRODUCTION  OF  THE  ARMS 
EXPORT  REFORM  ACT  OF  1986 


HON.  MEL  LEVINE 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  LEVINE  of  California.  Mr.  Speaker, 
today  I,  along  with  Congressmen  Smith  of 
Florida,  Smith  of  New  Jersey,  and  Morrison 
of  Connecticut,  are  Introducing  the  Arms 
Export  Reform  Act  of  1986.  The  purpose  of 
this  legislation  is  to  enhance  Congress'  ability 
to  fulfill  its  foreign  policy  role  in  the  are  of 
arms  sales.  Senator  Biden,  along  with  his  col- 
leagues, Senators  Pell  and  Boschwitz,  are 
simultaneously  introducing  an  identical  bill  in 
the  other  body. 

Mr.  Speaker,  nowhere  is  the  desire  to  get  a 
handle  on  administration  of  the  law  more  ap- 
parent than  in  the  overiapping,  sensitive  fields 
of  foreign  affairs  and  national  security.  The 
device  most  frequently  relied  upon  in  recent 
years  to  carry  out  these  congressional  pur- 
poses was  the  one-  and  two-House  resolu- 
tions of  approval  or  disapproval  of  proposed 
executive  branch  actions  in  the  area  of  foreign 
affairs. 

All  this  was  changed  when  the  Supreme 
Court  handed  down  its  famous  INS  versus 
Chadha  decision,  holding  a  one-House  legisla- 
tive veto  unconstitutional,  and  a  subsequent 
High  Court  ruling  in  United  States  Senate 
versus  Federal  Trade  Commission,  invalidating 
a  two-House  veto  provision.  Both  these  deci- 
sions have  had  widespread  implications  for 
foreign  policy. 

What  I  am  concerned  with  today  is  the 
impact  of  these  Supreme  Court  actions  on  the 
legislative  veto  as  they  relate  to  arms  exports. 

The  basic  statutory  control  mechanism  reg- 
ulating transfers,  sales  and  leases  of  arms  is 
the  Arms  Export  Control  Act  [AECA].  The 
original  law  established  a  procedure  enabling 
Congress  to  receive  advance  notification  of- 
significant  U.S.  arms  transfers  to  foreign  na- 
tions and  to  disapprove  such  transfers  by  con- 
current resolution.  The  AECA  provides  for  leg- 
islative vetoes  in  three  general  circumstances: 
First,  cash,  credit,  or  commercial  sales  of  de- 
fense articles  and  services;  Second,  third 
country  transfers  of  U.S.  Government-supplied 
defense  articles  and  sen/ices;  and  third, 
leases  or  loans  of  U.S.  defense  articles.  Sec- 
tions 36(b)(1).  36(c)(1).  and  63(a)(1)  stipulate 
three  monetary  thresholds  beyond  which  a  sale 
is  subject  to  congressional  disapproval. 
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Because  the  Chadha  decision  held  the  one- 
House  veto  unconstitutional,  it  was  necessary 
to  enact  into  law  a  constitutional  mechanism 
which  would  give  Congress  a  role  in  decisions 
related  to  arms  sales.  Therefore.  I  introduced 
in  the  House,  and  Senator  Cranston  ittro- 
duced  in  the  Senate,  identical  bills  to  provide 
for  expedited  procedure  for  joint  resolutions  of 
disapproval  Introduced  pursuant  to  section 
36(b)  of  the  Arms  Export  Control  Act.  This  bill 
becanw  law  earlier  this  year.  Unlike  concur- 
rent resolutions,  joint  resolutions  must  go 
through  the  same  procedure  as  bills  That  is, 
they  must  be  passed  by  tx}th  txxiies  and  pre- 
sented to  the  President  for  action,  thus  fulfill- 
ing the  Constitution's  presentment  require- 
ments. 

As  we  all  will  readily  recall,  earlier  this  year 
Cor>gress  was  engaged  in  a  ma|or  battle  with 
the  administration  over  arms  sales  to  Saudi 
Arabia.  Originally  the  administration  planned 
to  propose  a  S1  billion  arms  sales  package  for 
that  country.  The  package  reportedly  was  to 
include  Sidewinder,  Stinger,  and  Harpoon  mis- 
siles, Blackhawk  combal  helicopters,  and 
other  sophisticated  equipment  (or  F-5  and  F- 
15  combat  aircraft.  Because  of  congressional 
opposition  to  the  magnitude  of  the  sale,  the 
administration  changed  its  plans  and  sent  to 
Congress  a  $354  million  arms  sales  package 
of  Stinger,  Sidewinder,  and  Harpoon  missiles. 

As  the  leader  In  the  House  of  the  fight  to 
oppose  this  sale,  I  had  the  unique  opportunity 
to  view  the  intricacies  of  the  legislative  proc- 
ess as  they  relate  to  these  Important  and  con- 
troversial arms  sales.  What  I  saw  gave  me 
cause  for  great  concern. 

In  the  first  round,  both  the  House  and 
Senate  voted  overwhelmingly  to  disapprove 
the  missile  sale  to  Saudi  Arabia.  In  the  House 
the  vote  on  the  resolution  of  disapproval  was 
356  to  62;  In  the  Senate  73  to  22.  Predictably, 
the  President  vetoed  the  resolution  However, 
after  dropping  the  controversial  Stingers  from 
tfie  package,  and  after  unrelenting  arm  twist- 
ing on  the  part  of  the  administration,  the 
Senate  failed  to  override  the  President's  veto 
by  only  or>e  vote. 

In  essence,  this  highly  controversial  arms 
sale  to  a  country  in  perhaps  the  most  volatile 
region  of  the  world  survived  the  legislative 
process  with  the  support  of  only  1 4  percent  of 
the  House  and  one-third  plus  one  of  the 
Senate. 

Clearly,  the  legislative  process  as  it  now 
stands  is  Improperly  weighted.  That  such  con- 
troversial, important  sales  can  survive  with 
such  scant  congressional  support  makes  a 
mockery  of  the  legislative  process  and  Con- 
gress' decisionmaking  role  In  an  area  of  such 
great  importance  to  our  national  security  and 
national  interest.  There  must  be  a  better  way 
to  make  major  foreign  policy  decisions. 

The  purpose  of  the  legislation  I  am  Introduc- 
ir>g  today  is  to  better  enable  Congress  to  fulfill 
its  role  in  decisions  pertaining  to  important 
arms  sales,  and  to  enable  it  to  better  execute 
its  responsibilities  in  the  foreign  policy  area. 
This  bill  would  ensure  that  if  major  foreign 
policy  initiatives  like  these  controversial  arms 
sales  are  to  survive,  they  must  do  so  with  the 
support  of  a  majority  of  the  Congress,  not  a 
minority. 
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This  bill  would  amend  the  Arms  Export  Con- 
trol Act  in  two  ways. 

First,  it  would  change  the  definition  of  sales 
which  would  be  subject  to  congressional  ap- 
proval. The  three  thresholds  the  AECA  stipu- 
lates beyond  which  a  sale  Is  subject  to  con- 
gressional disapproval  are  $14  million  for 
major  defense  equipment,  $50  million  for  de- 
fense articles  or  services,  and  $200  million  for 
design  and  construction  projects.  Any  sale 
atKJve  these  levels  requires  formal  notification 
of  Congress,  which  may  then  act  to  disap- 
prove a  sale. 

Under  provision  of  this  bill,  Congress  would 
continue  to  receive  notification  of  all  sales 
above  these  thresholds.  What  would  change 
is  the  criterion  governing  which  sales  would 
be  subject  to  congressional  consideration. 
The  bill,  while  still  requiring  notification  for 
sales  at)ove  the  already  mentioned  thresh- 
olds, would  completely  eliminate  the  congres- 
sional review  process  for  all  sales  of  nonsen- 
sitive  weapons  and  equipment.  However,  it 
would  require  that  all  sales  of  sensitive  weap- 
onry, no  matter  what  the  dollar  amount,  be 
subject  to  congressional  review  and  action. 
The  bill  defines  sensitive  weapons  as: 
Those  items  of  types  and  classes  currently 
used  or  to  be  used  by  the  Armed  Forces  of 
the  United  States  (other  than  the  Army  Na- 
tional Guard  or  the  Air  National  Guard  or  a 
Reserve  component  of  an  Armed  Force  of 
the  United  States)  or  produced  solely  for 
export,  as  follows: 

(1)  Turbine-powered  military  aircraft: 
rockets;  missiles,  anti-aircraft  artillery  and 
associated  control,  target  acquisition  and 
electronic  warfare  equipment  and  software; 

(2)  Helicopters  designed  or  equipped  for 
combat  operations; 

(3)  Main  battle  tanks  and  nuclear-capable 
artillery;  and 

(4)  Submarines,  aircraft  carriers,  battle- 
ships, cruisers,  frigates,  destroyers,  and  aux- 
iliary warships. 

The  purpose  of  this  change  is  to  focus  the 
congressional  review  system  where  It  should 
be  focused — on  especially  important  and  con- 
troversial arms  sales— while  allowing  the  ex- 
ecutive branch  to  proceed  unencumbered  on 
more  routine  sales. 

Second,  this  bill  would  change  the  mecha- 
nism of  congressional  approval  or  disapproval 
of  arms  sales.  Present  law  distinguishes  two 
categones  of  nations.  The  first  are  NATO  and 
NATO  member  countries,  the  Anzus  countries, 
which  are  Australia  and  New  Zealand  and 
Japan.  Because  the  strong  presumption  In  the 
case  of  sales  to  any  of  these  countries  Is  that 
Congress  will  consider  them  favorably,  the 
AECA  provides  a  shorter  review  jDerlod  of  15 
days  for  sales  to  them. 

This  bill  would  maintain  the  favored  stand- 
ing of  sales  to  these  countries,  and  would  add 
"any  country  which  Is  a  party  to  the  Camp 
David  accords  or  an  agreement  based  on 
such  accords."  That  Is,  both  Egypt  and  Israel 
would  be  added  to  the  at>ove  list  of  nations. 

Thus,  this  legislation  provides  that  nations 
with  favored  standing  regarding  arms  sales 
are  those  with  which  we  are  formally  allied 
ar>d  those  which  are  the  two  principal  recipi- 
ents of  American  military  aid.  There  is  a  his- 
torical consensus  regarding  U.S.  arms  trans- 
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fers  to  these  nations.  This  bill  would  continue 
to  reflect  a  presumption  in  favor  of  such  trans- 
fers, which  would  continue  to  be  subject  only 
to  a  joint  resolution  of  disapproval. 

What  would  change  under  this  legislation  Is 
the  procedure  for  governing  the  sale  of  highly 
sophisticated  weaponry  to  all  other  nations. 
For  them,  a  new  procedure  would  be  estab- 
lished requiring  affirmative  congressional 
action  to  approve  any  major  sales.  This  would 
mean.  In  essence,  that  for  these  other  nations 
there  would  be  no  presumption  of  favor  of  any 
~uch  transfer. 

Thus,  the  proposed  transfer  of  sophisticated 
U.S.  arms  would  have  to  be  approved  by  a 
majority  of  both  Houses,  rather  than  the  cur- 
rently required  one-third  plus  one  in  either 
House. 

As  in  the  present  law,  however,  there  would 
be  a  provision  allowing  the  President  to  cir- 
cumvent the  requirement  of  congressional  ap- 
proval If  he  certifies  "that  an  emergency 
exists  which  requires  the  proposed  sale, 
export,  lease,  or  loan,  as  the  case  may  be,  in 
the  vital  national  security  interests  of  the 
United  States." 

In  summary,  this  bill  completely  removes  all 
nonsensitive  sales  from  the  need  for  congres- 
sional approval,  allowing  the  executive  branch 
to  act  Immediately  on  certain  arms  sales. 
Where  approval  is  required,  this  bill  provides 
that  a  joint  resolution  of  approval  will  be  sub- 
ject to  expedited  procedure,  enabling  prompt 
consideration  by  both  Houses.  These  proce- 
dures should  allow  for  swift  dispensation  of 
both  noncontroverslal  and  controversial  sales, 
while  allowing  Congress  to  focus  its  attention 
on  those  of  special  foreign  policy  and  national 
security  significance. 

Mr.  Speaker,  this  Is  an  important  piece  of 
legislation  which  will  ensure  Congress  Its  right- 
ful and  constitutional  role  in  the  consideration 
of  matters  of  national  security  and  national  In- 
terest, and  in  the  formulation  of  foreign  policy. 
Let  those  nations  that  wish  to  purchase  so- 
phisticated arms  from  the  United  States  be 
under  no  Illusion  that  the  Executive  can  make 
promises  of  sales,  on  his  own,  without  input 
from  Congress.  Let  them  understand  that  the 
President  can  no  longer  act  on  matters  of 
great  foreign  policy  and  national  security  im- 
portance without  congressional  approval. 
Whether  the  Executive  likes  it  or  not,  Con- 
gress Is  an  equal  partner  In  the  formulation  of 
foreign  policy.  This  bill  would  enhance  our 
ability  to  fulfill  our  responsibilities  and  obliga- 
tions to  this  Nation  to  carry  out  this  important 
role. 

I  hope  my  colleagues  will  join  me  in  sup- 
porting this  legislation. 

H.R.  - 

* 

A  bill  to  require  specific  congressional  au- 
thorization for  certain  sales,  exports, 
leases,  and  loans  of  defense  articles,  and 
for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  this 
Act  may  be  cited  as  the  "Arms  Export 
Reform  Act  of  1986". 
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Sec.  2.  (a)  Notwithstanding  any  other  pro- 
vision of  law,  in  the  case  of — 

(1)  any  letter  of  offer  to  sell  under  the 
Arms  Export  Control  Act, 

(2)  any  application  by  a  person  (other 
than  with  regard  to  a  sale  under  section  21 
or  22  of  the  Arms  Export  Control  Act)  for  a 
license  for  the  export  of.  or 

(3)  any  agreement  involving  the  lease 
under  chapter  6  of  the  Arms  Export  Control 
Act,  or  the  loan  under  chapter  2  of  part  II 
of  the  Foreign  Assistance  Act  of  1961,  to 
any  foreign  country  or  international  organi- 
zation for  a  period  of  one  year  or  longer  of, 
any  item  described  in  subsection  (d),  before 
such  letter  of  offer  or  license  is  issued  or 
before  such  agreement  is  entered  into  or  re- 
newed, the  President  shall  submit  to  the 
Speaker  of  the  House  of  Representatives 
and  to  the  chairman  of  the  Committee  on 
Foreign  Relations  of  the  Senate  a  numbered 
certification  containing— 

(A)  in  the  case  of  a  letter  of  offer  to  sell, 
the  information  described  in  section 
36<b)(l)  of  the  Arms  Export  Control  Act 
and  section  36(b)(2)  of  such  Act.  as  redesig- 
nated by  section  3(a)(2)  of  this  Act, 

(B)  in  the  case  of  a  license  for  export 
(other  than  with  regard  Co  a  sale  under  sec- 
tion 21  or  22  of  such  Act),  the  information 
descrilied  in  section  36(c)  of  such  Act.  as 
amended  by  section  3(b)(1)  of  this  Act.  and 

(C)  in  the  case  of  such  an  agreement,  the 
information  described  in  section  62(a)  of 
such  Act  unless  section  62(b)  of  such  Act  ap- 
plies. 

without  regard  to  the  dollar  amount  of  such 
sale,  export,  lease,  or  loan. 

(b)  Notwithstanding  any  other  provision 
of  law  and  except  as  provided  in  subsection 
(e)— 

(1)  no  letter  of  offer  may  be  issued  under 
the  Arms  Export  Control  Act  with  respect 
to  a  proposed  sale, 

(2)  no  license  may  be  issued  under  such 
Act  with  respect  to  a  proposed  export,  and 

(3)  no  lease  may  be  made  under  chapter  6 
of  such  Act  and  no  loan  may  be  made  under 
chapter  2  of  part  II  of  the  Foreign  Assist- 
ance Act  of  1961, 

of  any  item  described  in  subsection  (d)  to  a 
country  or  international  organization  (other 
than  a  country  or  international  organiza- 
tion described  in  subsection  (O)  unless  the 
Congress  enacts  a  joint  resolution  or  other 
provision  of  law  authorizing  such  sale, 
export,  lease,  or  loan,  as  the  case  may  be. 

(c)  Except  as  provided  in  subsection  (e). 
no  such  letter  of  offer  or  license  may  be 
issued  and  no  such  lease  or  loan  may  be 
made  with  respect  to  a  proposed  sale, 
export,  lease,  or  loan,  as  the  case  may  be.  of 
any  item  described  in  subsection  (d)  to  the 
North  Atlantic  Treaty  Organization 
(NATO),  any  member  country  of  such  Orga- 
nization. Japan,  Australia.  New  Zealand,  or 
any  country  which  is  a  party  to  the  Camp 
David  Accords  or  an  agreement  based  on 
such  Accords,  if  the  Congress  within  fifteen 
calendar  days  after  receiving  the  appropri- 
ate certification  enacts  a  joint  resolution 
prohibiting  the  proposed  sale,  export,  lease, 
or  loan,  as  the  case  may  be. 

(d)  The  items  referred  to  in  subsections 
(a),  (b),  and  (c)  are  those  items  of  types  and 
classes  currently  used  or  to  be  used  by  the 
Armed  Forces  of  the  United  States  (other 
than  the  Army  National  Guard  or  the  Air 
National  Guard  or  a  Reserve  component  of 
an  Armed  Force  of  the  United  States)  or 
produced  solely  for  export,  as  follows: 

(1)  turbine-powered  military  aircraft; 
rockets;  missiles;  anti-aircraft  artillery,  and 
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associated   control,   target   acquisition   and 
electronic  warfare  equipment  and  software; 

(2)  helicopters  designed  or  equipped  for 
combat  operations: 

(3)  main  battle  tanks  and  nuclear-capable 
artillery:  and 

(4)  submarines,  aircraft  carriers,  battle- 
ships, cruisers,  frigates,  destroyers,  and  aux- 
iliary warships. 

(e)  The  requirements  of  subsections  (b) 
and  (c)  shall  not  apply  if  the  President 
states  in  his  certification  that  an  emergency 
exists  which  requires  the  proposed  sale, 
export,  lease,  or  loan,  as  the  case  may  be.  in 
the  vital  national  security  interests  of  the 
United  States.  If  the  President  so  states,  he 
shall  set  forth  in  the  certification  a  detailed 
justification  for  his  determination,  includ- 
ing a  description  of  the  emergency  circum- 
stances which  necessitate  the  immediate  is- 
suance of  the  letter  of  offer  or  license  for 
export  or  lease  or  loan  and  a  discussion  of 
the  vital  national  security  interests  in- 
volved. 

(f)(1)  Except  as  otherwise  provided  in  this 
paragraph  and  paragraph  (3).  any  joint  res- 
olution under  subsection  (b)  or  (c)  shall  be 
considered  in  the  Senate  in  accordance  with 
the  provisions  of  section  601(b)  of  the  Inter- 
national Security  Assistance  and  Arms 
Export  Control  Act  of  1976.  For  purposes  of 
consideration  of  a  joint  resolution  under 
subsection  (c)(1).  the  motion  to  discharge 
provided  for  in  section  601(b)(3)(A)  of  such 
Act  may  be  made  at  the  end  of  5  calendar 
days  after  the  resolution  is  introduced.  If  a 
joint  resolution  under  subsection  (b)  deals 
with  more  than  one  certification,  the  refer- 
ences in  section  601(b)(3)(A)  of  such  Act  to 
a  resolution  with  respect  to  the  same  certifi- 
cation shall  be  deemed  to  be  a  reference  to  a 
joint  resolution  which  relates  to  all  of  those 
certifications. 

(2)  For  the  purpose  of  expediting  the  con- 
sideration and  adoption  of  joint  resolutions 
under  subsections  (b)  and  (c),  a  motion  to 
proceed  in  the  House  of  Representatives  to 
the  consideration  of  any  such  resolution 
after  it  has  been  reported  by  the  Committee 
on  Foreign  Affairs  shall  be  highly  privi- 
leged. 

(3)  If  the  text  of  a  joint  resolution  under 
subsection  (b)  contains  more  than  one  sec- 
tion, amendments  which  would  strike  out 
one  of  those  sections  shall  be  in  order,  but 
amendments  which  would  add  an  additional 
section  shall  not  be  in  order. 

(4)(A)  The  joint  resolution  required  by 
section  (b)  is  a  joint  resolution  the  text  of 
which  consists  only  of  one  or  more  sections, 
each  of  which  reads  as  follows:  'The  pro- 
posed to  described  in  the 
certification  submitted  pursuant  to  section 
2(a)  of  the  Arms  Export  Reform  Act  of  1986 
which  was  received  by  the  Congress  on 
(Transmittal  number  )  is  author- 
ized.'.  with  the  appropriate  activity,  wheth- 
er sale,  export,  lease,  or  loan,  and  the  appro- 
priate country  or  international  organiza- 
tion, date,  and  transmittal  number  inserted. 

(B)  The  joint  resolution  required  by  sub- 
section (c)  is  a  joint  resolution  the  text  of 
which  consists  of  only  one  section,  which 
reads  as  follows:  "That  the  pro- 
posed to  described  in  the 
certification  submitted  pursuant  to  section 
2(a)  of  the  Arms  Export  Reform  Act  of  1986 
which  was  received  by  the  Congress  on 
(Transmittal  number  )  is 
not  authorized.",  with  the  appropriate  activ- 
ity, whether  sale,  export,  lease,  or  loan,  and 
the  appropriate  country  or  international  or- 
ganization, date,  and  transmittal  number  in- 
serted. 

Sec.  3.  (a)  Section  36(b)  of  the  Arms 
Export  Control  Act  is  amended— 
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(1)  by  striking  out  the  last  two  sentences 
of  paragraph  (1)  and  by  striking  out  para- 
graphs (2)  and  (3):  and 

(2)  by  redesignating  paragraphs  (4)  and 
(5)  as  paragraphs  (2)  and  (3).  respectively. 

(b)  Section  36(c)  of  such  Act  is  amended— 

(1)  by  striking  out  "(c)(1)"  and  inserting  in 
lieu  thereof  "(C)":  and 

(2)  by  striking  out  paragraphs  (2)  and  (3). 

(c)(1)  Section  62(a)  of  such  Act  is  amend- 
ed by  striking  out  '  Not  less  than  30  days 
before"  and  ir\serting  in  lieu  thereof 
"Before". 

(2)  Section  63  of  such  Act  is  repealed. 

(3)  Section  64  of  such  Act  is  redesignated 
as  section  63. 

Sec  4.  The  provisions  of  this  Act  shall 
apply  with  resp>ect  to  any  letter  of  offer  or 
license  for  export  issued,  or  any  lease  or 
loan  made,  after  the  date  of  enactment  of 
this  Act. 


THE  LEAGUERS  CELEBRATE  40 
YEARS  OF  HELPING  THE 
YOUTH  OF  NEWARK 


HON.  PETER  W.  RODINO,  JR. 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 
Mr.  RODINO.  Mr.  Speaker,  this  year  marks 
the  40th  anniversary  of  one  of  Newark's  finest 
organizations  dedicated  to  nurturing  the  city's 
greatest  resource— its  young  people. 

In  1 946,  a  group  of  caring  businessmen  and 
professionals,  led  by  Dr.  Reynold  Burch  and 
his  wife,  Mary,  established  an  organization 
aimed  at  providing  educational,  social,  recre- 
ational, and  cultural  opportunities  to  black 
youngsters  in  need  of  a  helping  hand,  a  sense 
of  direction. 

At  a  time  when  our  Nation  paid  pitifully  little 
attention  to  the  hopes  and  dreams  of  the 
black  community,  the  Leaguers  stepped  in  to 
fill  that  void  and  to  provide  scholarships, 
social  activities,  counseling,  and  job  training  to 
black  youngsters  in  Newark. 

I  applaud  the  Leaguers— particularty  its 
leaders,  founders  Mary  and  Reynold  Burch, 
and  executive  director,  Shiela  Oliver— and 
their  fine  contributions  to  our  community. 
Thanks  to  them,  black  youngsters  in  Newark 
will  get  the  opportunity  to  make  their  dreams 
come  true. 

Mr.  Speaker,  I  include  the  following  article 

on  the  Leaguers,  which  was  published  by  the 

Newark  Star  Ledger  on  August  18,  1986. 

Leaguers  History  Reflects  Four  Decades 

OF  Social  Trends  Among  Youth-Despite 

Chance,   Group   Continues  to  Survive, 

Grow 

(By  Dan  Holly) 
Through  the  eyes  of  the  Leaguers  Inc.. 
one  gets  a  fascinating  view  of  the  changes  in 
Newark,  and  perhaps  society  as  a  whole, 
over  the  past  40  years. 

The  organization  has  offered  educational, 
social  recreational  and  cultural  programs  to 
the  city's  youth  for  four  decades,  and  its 
staff  has  been  in  a  good  position  to  judge 
social  trends. 

Perhaps  the  most  notable  trend— and  the 
most  depressing  one  to  Shiela  Oliver,  the 
executive  director-is  that  there  has  been 
little  change,  if  any.  in  the  conditions  that 
prompted  the  group's  formation. 
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And  attitudes  have  changed  for  the  worse, 
she  said. 

When  the  Leaguers  was  formed  in  1946.  in 
an  effort  to  motivate  blacic  youths  to  pull 
themselves  up  from  poverty,  people  placed 
more  faith  in  the  up-from-the-bootstraps 
philosophy.  Oliver  said. 

There  is  still  (X)verty.  but  the  emphasis  on 
"instant  gratification"  makes  it  more  diffi- 
cult to  get  youth  to  concentrate  on  their 
future,  she  now  l)elieves. 

Glorification  of  materialism  in  the  media, 
drug  abuse  and  the  breakdown  of  the  family 
structure— all  of  these  have  "made  it  tough 
working  with  a  population  of  young 
people."  she  said. 

As  the  Leaguers  prepares  to  celebrate  its 
40th  anniversary  in  November— when  the 
group  will  honor  its  most  distinguished 
alumna,  singer  Dionne  Warwick— the  execu- 
tive director  rejoiced  that  the  organization 
has  not  only  survived,  but  is  prospering.  As 
another  milestone,  it  moved  in  January  into 
new  headquarters  at  731  Clinton  Ave.,  a  ren- 
ovated supermarket. 

Over  the  years.  Oliver  said,  the  Leaguers 
has  had  to  keep  pace  with  changing  times 
and  circumstances. 

"If  you  look  at  our  40-year  history,  it  can 
be  divided  into  three  segments."  she  noted. 
"In  the  first  15.  we  were  staunchly,  staunch- 
ly into  scholarships.  pre-coUege  preparation 
and  broadening  people  socially."  she  said. 

"When  we  moved  into  the  1960s,  the  Lea- 
guers, because  of  the  environment  it  was  lo- 
cated in.  began  to  reasse.ss  itself.  We 
thought  we  needed  lo  become  community 
advocates,  perhaps  become  issue-oriented." 

At  that  time,  she  said,  the  group's  board 
of  trustees  experienced  a  change,  going 
from  fewer  businessmen  and  professionals 
to  "grass  roots,"  she  said.  One  sign  of  the 
times,  in  1969.  was  the  establishment  of  a 
black  studies  hall  in  where  Afro-American 
history  was  taught. 

"In  the  ^Os.  we  began  to  focus  on  system- 
ic problems,  but  we  focused  so  much  on  the 
system  that  we  drew  attention  away  from 
the  fact  that  every  individual  is  responsible 
for  what  becomes  of  him  or  herself."  she 
said. 

The  moving  force  behind  the  Leaguers 
always  has  been  its  founder.  Mary  Burch. 
whose  motto  is  "opportunity  through  educa- 
tion." She  and  her  husband.  Dr.  Reynold 
Burch.  for  whom  the  new  headquarters  is 
named,  were  responsible  for  not  only  bring- 
ing in  donations  from  institutions  and 
wealthy  individuals,  but  for  establishing  its 
philosophy  and  the  tone  given  its  programs 
and  projects. 

Mrs.  Burch  retired  as  executive  director 
several  years  ago  and  named  Oliver  as  her 
worthy  successor. 

Until  the  late  1970s,  the  nonprofit  organi- 
zation was  funded  totally  by  private  dona- 
tions. Oliver  said.  Now.  it  receives  funding 
from  the  city,  state  and  federal  government. 
The  program  now  has  46  staff  members  and 
serves  1.000  young  people. 

Today,  the  Leaguers  serves  many  more 
people  than  the  teenagers  Mary  and  Reyn- 
old Burch  first  wanted  to  help  find  "self-re- 
alization, diligence  and  mature  citizenship." 

"What  the  past  five  years  or  so  has  shown 
us  is  that  the  Leaguers  must  begin  to  inter- 
vene at  an  earlier  age,"  Oliver  said. 

As  a  result,  preschool  and  afterschool  pro- 
grams for  first-  through  sixth-graders  have 
been  established. 

The  Leaguers  has  also  expanded  its  work 
into  such  areas  as  family  counseling,  em- 
ployment and  job  training.  And.  the  Clinton 
Avenue    headquarters    now    serves   as    the 
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senior  citizen  service  center  for  the  city's 
South  Ward. 

South  Ward  Councilman  Donald  Payne,  a 
Leaguer  alumni,  credits  the  group  with 
helping  decide  on  a  career  in  public  service. 
He  remembers  his  high  school  guidance 
counselor  telling  him  that  he  had  good 
"manual  dexterity.  " 

His  experiences  as  a  Leaguer,  he  said,  had 
"a  great  deal  to  do  "  with  his  entrance  into 
politics  rather  than  some  other  field,  he 
said. 

"I  remember  how  we  all  went  down  to  the 
state  Legislature  in  1949. "  he  said.  "A  bunch 
of  black  kids  going  to  the  Statehouse?  In 
1949  that  was  unheard  of  .  .  .  They  (the 
Burches)  gave  us  a  positive  view  about  our- 
selves as  young  people." 

Today's  participants  are  just  as  fortunate. 

Joanne  Smith,  a  16-year-old  Vailsburg 
High  School  student,  is  spending  the 
summer  taking  classes  in  music,  recreation 
and  career  exploration. 

As  part  of  the  program, 
friends  went  to  a  taping  of 
Bill  Boggs"  in  New  'York. 

"That's  an  experience  I"ll  never  forget,' 
she  said. 


September  18,  1986 


she   and    her 
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N.Y.  POST  ON  TARGET:  DANIL- 
OFF  AFFAIR  A  DISGRACE 


HON.  JIM  COURIER 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  COURIER.  Mr.  Speaker,  the  New  York 
Post  is  absolutely  correct  to  call  the  deal 
made  for  reporter  Nicholas  Daniloff  "a  nation- 
al disgrace."  I  was  astonished  by  the  Presi- 
dent's approval  of  the  notion  of  any  deal  at 
all,  and  I  hope  that  he  moves  Immediately  to 
rectify  his  mistake. 

The  forementioned  commentary  by  the  Post 
will  be  of  interest  to  my  colleagues. 

[From  the  New  York  Post.  Sept.  13.  1985] 
The  Daniloff  Affair:  a  National  Disgrace 

The  deal  that  Washington  made  with 
Moscow  to  free  Nick  Daniloff  is.  from  the 
American  standpoint,  an  unmitigated  dis- 
grace. Prom  the  Soviet  vantage  point,  the 
episode  is  a  triumph. 

The  administration's  natural  desire  to  lib- 
erate an  innocent  American  from  a  KGB 
prison  cell  reflected  the  sentiments  of  the 
nation  at  large— the  concern  of  the  Ameri- 
can people  for  the  captive  journalist  was 
real  and  heartfelt. 

But  permitting  a  linkage  of  any  sort  be- 
tween the  fate  of  Daniloff.  an  innocent 
victim  of  a  KGB  frame-up.  and  that  of  Gen- 
nady  Zakharov,  an  accused  spy.  has  had  the 
inevitable  effect  of  legitimating  and  reward- 
ing Soviet  coercion. 

Nick  Daniloff  is  no  spy.  The  U.S.  knows 
this.  Moscow  knows  it.  And  President 
Reagan,  in  a  rare  personal  letter  to  Mikhail 
Gorbachev,  said— indeed  pledged— just  that: 
Daniloff  is  not  an  American  agent. 

What  he  is— as  Secretary  of  State  George 
Shultz  reiterated  yesterday— is  a  hostage;  an 
American  citizen  seized  by  the  Kremlin  in 
order  to  force  Washington  to  alter  its  con- 
duct toward  an  accused  Soviet  agent. 

And  that,  in  fact,  is  just  what  happened. 
Moscow  won. 

This  case  may  well  instruct  future  adver- 
saries as  to  how  and  why— when  dealing 
with  the  U.S  government— hostage-taking 
can  work. 


Indeed  for  Shultz— in  the  course  of  ex- 
plaining what  Washington  will  do  with  Zak- 
harov. in  return  for  Daniloff 's  release— actu- 
ally to  have  acknowledged  that  the  U.S.  gov- 
ernment still  considers  Daniloff  a  hostage, 
is  nothing  short  of  extraordinary. 

It  represents  a  virtual  invitation  to 
Moscow  to  take  an  American  hostage— a 
journalist,  a  ballet  dancer,  whatever— any 
time  the  FBI  nabs  a  Soviet  spy  over  here. 

The  only  thing  more  extraordinary,  in 
this  whole  affair,  is  the  Soviet  Union's  sheer 
gall— not  to  speak  of  the  U.S.  government's 
abject  capitulation. 

All  this  from  an  administration  headed  by 
Ronald  Reagan?  Jimmy  Carter  might  well 
have  showed  more  backbone. 

The  details  of  the  U.S. -Soviet  deal  are  of 
little  consequence— though  it's  interesting 
lo  note  that  Washington  agreed,  not  just  to 
a  linkage  between  the  two  cases,  but  to  ab- 
solutely parity:  Daniloff  to  the  custody  of 
his  ambassador,  Zakharov  to  the  custody  of 
his. 

A  perfect  equation— between  a  veteran 
correspondent  for  U.S.  News  and  World 
Keport  and  a  Soviet  UN  employe  who'd  been 
paying  thousands  of  dollars,  over  several 
years,  for  what  he  believed  to  be  classified 
military  documents. 

There  may  well  be,  down  the  road,  an  at- 
tempt by  the  U.S.  to  cloud  the  transaction: 
to  trade  Zakharov  for,  say.  a  famous  Soviet 
dissident  (with  Nick  Daniloff 's  return  home, 
a  sidebar  to  the  swap). 

But  who.  even  then,  will  be  fooled  by  the 
camouflage?  What  happened  in  this  affair 
is  plain. 

The  only  thing  left  to  hope  for,  in  this 
whole  unhappy  business,  is  that  Washing- 
ton's surrender  was  prompted— largely,  at 
least— by  humanitarian  considerations.  Let's 
hope,  in  other  words,  that  Daniloff's  person- 
al wellbeing  was  the  administration's  domi- 
nant concern. 

That,  to  be  sure,  would  be  disquieting  in 
itself.  But  not  nearly  so  troubling  as  the 
possibility  that  Washington's  capitulation 
was  animated  by  a  desire  not  to  scuttle  the 
Shultz-Shevardnarze  talks— or,  heaven 
forbid,  the  Great  Event:  the  Reagan-Gorba- 
chev summit. 

For  if  the  administration  is  so  anxious  for 
a  U.S.-Soviet  diplomatic  rapprochement 
that  it's  prepared  to  abandon  principle  alto- 
gether—as well  as  any  sense  of  realpolitik— 
then  the  ship  of  state  is  indeed  in  dire 
straits. 


THE  D.C.  AIDS  INSURANCE  ACT 
IS  ANTI-CONSUMER 


HON.  WILLIAM  E.  DANNEMEYER 

of  California 

IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  DANNEMEYER.  Mr.  Speaker,  I  com- 
mend this  letter  to  my  colleagues  for  their 
review: 

Committee  Against  D.C.  Act  6-170— Open 
Letter  to  Members  of  Congress 

Dear  Congressmember:  As  co-sponsors  of 
the  proposed  referendum  to  reject  D.C.  Act 
6-170,  the  "AIDS  Insurance  Act",  we  would 
like  to  urge  the  Congress  to  take  appropri- 
ate legislative  action  to  reject  the  AIDS  In- 
surance Act  for  the  following  reasons: 

I.  The  AIDS  Insurance  Act  is  anti-con- 
sumer: 
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D.C.  Act  6-170  basically  forces  insurers  to 
treat  persons  in  high  risk  categories  for 
AIDS  as  standard  risks,  even  though  per- 
sons testing  positive  for  the  AIDS  antibody 
are  at  considerably  higher  risk  for  prema- 
ture death  and  costly  medical  care.  (E.g..  a 
recent  Center  for  Disease  Control  study  re- 
ported in  the  Progressive  Review  (formerly 
known  as  the  D.C.  Gazette)  finds  that  the 
per  patient  hospital  cost  for  AIDS  averages 
$147,000.) 

Requiring  insurers  to  treat  persons  at 
high  risk  for  AIE>S  as  standard  risks  will 
force  insurance  rates  up.  Low  and  moderate 
income  persons  will,  as  a  result,  either  be 
forced  to  "go  bare"  (do  without  insurance) 
or  to  pay  more  in  order  to  subsidize  AIDS, 
so  they  can  provide  themselves  and  their 
families  with  insurance  protection. 

D.C.  Act  6- 170s  draconion  penalties— up 
to  $10,000  per  day  for  insurers  (a  cute  legal 
fiction  whereby  each  day  a  violation  contin- 
ues, even  while  it  is  being  litigated,  counts 
as  a  separate  violation)— and  the  actuarial 
uncertainties  it  poses  (particularly  for 
smaller  companies),  have  forced  several  out 
of  the  District.  This  substantially  reduces 
competition,  resulting  in  higher  prices,  po- 
tentially poorer  quality,  and  limited  con- 
sumer choice.  D.C.  Act  6-170  is  a  consumer 
rip  off! 
II.  D.C.  Act  6-170  is  discriminatory: 
This  Act  treaU  AIDS— a  disease  typically 
contracted  through  illegal  lifestyle  choices 
(sodomy  and  intravenous  drug  use)— differ- 
ently from  the  way  insurers  treat  other  dis- 
eases. By  prohibiting  insurers  from  denying 
insurance  to  high-risk  persons  and  for  five 
years  from  charging  them  higher  rates,  and 
by  even  prohibiting  insurers  from  trying  to 
ascertain  whether  an  applicant  is  in  a  high- 
risk  category,  while  continuing  to  permit  in- 
surers to  engage  in  such  practices  in  other 
areas  (e.g.,  persons  with  diabetes  or  a  family 
history  of  heart  disease,  smokers,  drivers 
below  age  25,  etc.),  D.C.  Act  6-170  accords 
preferential  treatment  to  persons  at  risk  for 
AIDS. 

Because  a  disproportionate  number  of 
AIDS  patients  in  D.C.  are  white  (about  half 
in  a  city  two-thirds  black),  the  AIDS  Insur- 
ance Act  could  have  the  effect  of  regressive- 
ly  redistributing  income  by  having  black 
folks  subsidize  whites.  D.C.  Act  6-170  is  not 
race-neutral  in  iU  effects— it  most  painfully 
penalizes  persons  struggling  up  the  econom- 
ic ladder,  trying  to  break  out  of  poverty  and 
welfare  dependence,  who  need  insurance 
protection,  in  D.C.  a  group  which  is  over- 
whelmingly black. 

By  forcing  insurance  rates  up,  individuals 
and  religious  and  other  non-profit  institu- 
tions which  provide  insurance  coverage  to 
their  employees  could  be  forced  to  subsidize 
a  lifestyle  they  find  objectionable  on  reli- 
gious or  ethical  grounds.  We  believe  this  is 
contrary  to  the  spirit  of  religious  freedom  so 
dearly  embroidered  into  the  American  cul- 
tural fabric. 

III.  Congress,  in  fulfilling  its  constitution- 
al responsibility  to  'exercise  exclusive  legis- 
lation in  all  cases  whatsoever"  over  the  Dis- 
trict of  Columbia  (Article  I,  Section  8  of  the 
U.S.  Constitution),  has  ample  grounds  based 
on  national  interest  for  overturning  the 
D.C.  AIDS  Insurance  Act. 

Preventing  the  discriminatory  effects  de- 
scribed in  the  preceding  section  from  taking 
effect. 

If  affordable  insurance  becomes  scarce  in 
D.C,  it  may  become  difficult  for  the  Federal 
Government  to  attract  and  hold  qualified 
personnel.  Members  of  Congress  may  even 
find  their  staffs  having  difficulties  with  in- 
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surance  if  costs  go  up  too  much— a  possibili- 
ty if  D.C.  becomes  a  mecca  for  persons  in 
high  risk  categories. 

If  D.C.  becomes  a  mecca  for  persons  in- 
fected with  AIDS  and  intravenous  drug 
users,  it  will  cease  to  be  a  place  Americans 
from  all  over  this  country  hold  in  high 
regard  as  their  Nation's  Capital  and  desire 
to  visit  as  tourists. 

In  some  quarters  this  bill  is  being  touted 
as  model  legislation.  Some  suggest  that  Gov. 
Cuomo  in  New  York  is  awaiting  the  out- 
come of  Congress'  legislative  action  on  the 
D.C.  AIDS  Insurance  Act  before  deciding 
whether  to  recommend  something  similar  in 
New  York.  This  bill  has  more  than  just  local 
implications. 

A  legislative  victory  for  the  D.C.  AIDS  In- 
surance Act  would  send  a  very  strange  kind 
of  message  to  the  national  public.  Congress, 
which  five  years  ago  disapproved  a  D.C. 
Council-passed  bill  legalizing  sodomy,  would 
now  authorize  its  subsidization— as  well  as 
the  subsidization  of  intravenous  drug  use— 
the  two  most  prevalent  causes  of  AIDS  ac- 
counting for  90  percent  of  total  cases  na- 
tionally. 

We  would  like  to  draw  a  distinction  be- 
tween homosexuality  and  sodomy.  Homo- 
sexuality is  a  state  of  the  human  condition. 
Irrespective  of  whether  it  is  inherent, 
chosen  freely,  or  some  of  both,  just  because 
one  is  homosexual  does  not  mean  that  one 
has  to  sodomize,  just  as  a  never-married  het- 
erosexual does  not  have  to  fornicate. 
Whether  Congress  eventually  prohibits  dis- 
crimination against  persons  because  of  their 
sexual  orientation  remains  for  the  future  to 
tell.  But.  for  Congress  to  implicitly  legiti- 
mize sodomy  by  letting  D.C.  Act  6-170  stand 
before  barring  discrimination  based  on 
sexual  orientation  puts  the  cart-before-the- 
horse  to  say  the  least.  It  issues  the  contra- 
dictory message  that  sodomy  is  all  right, 
even  though  homosexuality  has  no  legal 
sanction. 

IV.  D.C.  Act  6-170  is  rife  with  technical 
problems: 

Part  of  the  reason  D.C.  citizens  did  not 
catch  on  to  this  bill  until  it  had  passed  is  be- 
cause the  title  and  "short  title"  (summary 
statement"  would  be  a  better  term  than 
•'short  title")  are  vague  and  misleading. 
(The  title  and  'short  title  "  are  all  that  are 
listed  in  the  "Council  Calendar  of  the 
Week "  mailed  out  to  Advisory  Neighbor- 
hood Commissioners,  civic  leaders,  etc..  and 
very  often  are  all  that  active  citizens  have 
available  to  them  to  use  to  determine 
whether  or  not  to  pursue  an  issue  since  they 
could  not  possibly  request  and  digest  copies 
of  every  bill  in  the  Council.) 

The  Acts  title,  "Prohibition  of  Discrimi- 
nation in  the  Provision  of  Insurance  Act  of 
1986 "  hardly  prohibits  most  forms  of  dis- 
crimination. Though  iU  title  gives  no  indica- 
tion of  this,  it  only  prohibits  certain  alleged 
forms  of  "discrimination"  as  relates  to 
AIDS. 

The  Acts  "short  title"  which  summarizes 
the  bill  addresses  two  points— prohibition  of 
testing  and  exclusion  of  benefits.  It  gives  no 
hint  to  the  average  reader  of  the  "Council 
Calendar  of  the  Week"  that  it  also  prohibits 
taking  demographic,  personal,  and  other 
non-medical  statistical  factors  (i.e.,  "age, 
marital  status,  geographic  area  of  residence, 
occupation,  sex,  sexual  orientation,  or  any 
similar  factor  "  to  quote  the  Acts  language) 
into  account,  or  that  it  prohibits  for  five 
years  insurers  charging  differential  premi- 
ums for  persons  in  high-risk  categories,  or 
that  it,  after  five  years,  places  additional 
regulatory  obstacles  before  insurers  request- 
ing differential  premiums. 
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In  their  lawsuit  against  the  referendum, 
the  plaintiffs  (who  include  the  Act's  spon- 
sor, D.C.  Council  member  John  Ray)  even 
concede  that  the  bill's  short  title  is  "inaccu- 
rate and  misleading".  (See  attached  excerpt 
from  court  filing.)  The  summary  statement 
ultimately  adopted  by  the  Court  is  widely 
different  from  the  Councils  language  which 
was  never  seriously  considered  by  any  of  the 
parties  to  the  case  based  on  their  presenta- 
tions. (See  sample  petition  form  side  one 
also  attached.) 

If  citizens  can  be  required  to  have  an  accu- 
rate and  impartial  summary  statement 
before  the  matter  can  be  placed  before  the 
electorate,  is  it  not  only  fair  that  the  Coun- 
cil be  required  to  do  the  same  before  It 
passes  legislation  and  transmits  it  to  Con- 
gress. Too  often  the  Council  makes  rules  for 
everybody  else,  while  exempting  itself.  This 
"don't-do-as-I-do,  do-as-I-say""  attitude  is  the 
kind  of  irresponsible  exercise  of  power  that 
Congressional  review  was  intended  to  check. 

In  their  lawsuit.  Council  member  Ray.  et 
al.  sought  to  block  the  referendum  by  claim- 
ing D.C.  Act  6-170  is  part  of  the  D.C.  Human 
Rights  Act.  and,  therefore,  not  proper  sub- 
ject for  referendum,  despite  the  fact  that  the 
Act  is  codified  in  the  insurance  code  and 
contains  no  provision  that  it  is  part  of  the 
Human  Rights  Act.  Clearly.  Congress  is 
being  asked  to  buy  a  '  pig-in-a-poke". 

We  do  not  wish  to  imply  that  these  anom- 
alies represent  any  conscious  effort  by  the 
D.C.  Council  to  fool  the  public.  Rather,  we 
raise  these  concerns  to  demonstrate  that 
D.C.  Act  6-170  is  poorly  crafted  legislation 
and  merits  rejection  on  Technical  and  pro- 
cedural—as well  as  substantive— grounds. 
That  D.C.  citizens  have  doubts  about  this 
legislative  concoction  is  evidenced  by  the 
fact  that  in  the  two  brief  weeks  referendum 
petitions  were  being  circulated,  approx. 
4.000  signatures  were  gathered.  At  this  rate, 
had  we  had  the  six  months  initiative  peti- 
tioners would  be  given,  we  would  have  accu- 
mulated 50.000  signatures— four  times  the 
required  number! 

V.  The  AIDS  Insurance  Act  is  a  slap  in  the 
face  to  Congress  for  rejecting  the  "Sex 
Reform  Act"  in  1981: 

In  1981  the  D.C.  Council  passed  a  bill  to 
recognize  the  notion  that  a  husband  could 
rape  his  wife.  Slipped  into  the  bill  was  an 
obscure  rider  repealing  the  legal  prohibi- 
tions on  sodomy  and  fornication.  Religigus 
and  civic  leaders  petitioned  Congress  for  dis- 
approval of  the  legislation  and  the  House  of 
Representatives  (in  pre-Chada  days  when  a 
one-House  veto  sufficed  for  disapproving 
DC.  criminal  code  changes)  decisively  voted 
to  reject  the  Council-passed  bill.  This  year, 
the  D.C.  Council  passes  a  law  saying  insur- 
ance companies  have  to  provide  insurance 
to  high-risk  persons  at  standard  rates  and 
everybody  eUe  has  to  pay  for  it.  even  while 
continuing  to  permit  insurers  to  deny  bene- 
fiU  and  charge  higher  rates  to  law-abiding 
applicants  for  a  variety  of  conditions— in- 
cluding those  the  applicant  has  no  ability  to 
control.  Congress  as  an  institution  ought  act 
with  consistency.  Congress  cannot  vote  to 
criminalize  sodomy,  as  it  did  five  years  ago, 
and  turn  around  and  sanction  subsidizing  its 
consequences— particularly  in  a  manner 
which  accords  special  preference  to  sodomy- 
related  conditions.  Congress  will  be  the 
laughing  stock  of  the  District  Building  if  it 
fails  to  reject  the  AIDS  Insurance  Act,  and 
may  face  further  legislation  in  the  same 
vein,  like  a  ressurrected  "Sex  Reform  Bill '". 
We  do  not  petition  Congress  for  redress  of 
grievances  in  this  matter  lightly  and  with- 
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out  forethought.  We  recognize  homerule 
was  Congress'  sincere  attempt  to  begin  a 
gradual  process  of  ending  colonial  govern- 
ance of  the  Nation's  Capital  which  would 
put  us  on  the  path  to  full  self-determination 
at  some  later  juncture.  It  is  for  this  reason 
that  we  sought  to  undo  the  AIDS  Insurance 
Act  through  local  mechanism,  first  ap- 
proaching the  Council  and  asking  its  mem- 
bers to  support  action  to  remand  the  matter 
to  the  electorate,  and.  stiffly  rebuffed  there, 
the  Board  of  Elections  and  Ethics  seeking 
referendum. 

We  gave  the  Mayor  and  all  Council- 
members  signed  copies  of  the  attached 
letter.  We  verbally  suggested  to  Council- 
member  Ray  that  Council  action  calling  the 
bill  back  would  prevent  whatever  embar- 
rassment might  befall  homerule  by  Con 
gresssional  disapproval.  The  Council- 
meml)er  brushed  aside  our  proposal  by 
pointing  out  "Congressional  disapproval  is 
part  of  homerule.".  While  at  first  astounded 
by  this  observation,  later  reflection  indi- 
cates its  accuracy.  Congressional  disapprov- 
al was  part  of  the  package  D.C.  voters  en- 
dorsed in  the  Homerule  Referendum:  indeed 
many  of  those  desiring  fuller  self-determi- 
nation (Statehood)  voted  against  the 
Homerule  Referendum. 

In  retrospect  we  can  see  that  homerule 
was  poorly  structured— it  ignored  the 
Founding  Fathers  guiding  wisdom  and  200 
years  of  subsequent  history.  Where  national 
and  State  constitutions  have  sanctioned  di- 
vision of  power  between  Federal.  State,  and 
local  government  levels,  and  established 
large  bi-cameral  legislatures.  Congress 
vested  the  usual  powers  and  legislative 
scope  of  a  state  legislature  and  a  modern 
big-city  council  with  some  Federal  responsi- 
bilities in  a  single  legislative  body  one-third 
the  size  of  the  nation's  smallest  lower  house 
in  the  nation's  smallest  stale!  The  Founding 
Fathers,  who  realized  that  no  person's  prop- 
erty or  rights  sere  secure  .so  long  as  the  legis- 
lature is  in  session,  structured  inefficiencies 
and  checks-and-balances  into  legislative 
Ixxlies— very  few  of  which  Congress  includ- 
ed in  the  D.C.'s  legislature,  modelling  it 
after  a  standard  city  council. 

The  Founding  Fathers  were  very  con- 
cerned that  the  system  they  were  crafting 
ought  have  ample  checks-and-balances.  even 
though  they  had  little  concern  for.  and 
some  opposed,  notions  of  universal  suffrage 
which  have  become  accepted  at  subsequent 
junctures  in  American  history.  A  system 
lacking  proper  checks-and-balances  is  clear- 
ly the  greater  anathema  to  the  Founding 
Fathers.  Yet.  except  for  Mayoral  veto,  itself 
subject  to  Council  override.  Congressional 
review  is  virtually  the  only  check-and-bal- 
ance  on  a  system  with  scarce  few.  To  insure 
that  there  is  some  check-and-  balance  in  the 
system  Congress  must,  from-time-to-time. 
review  and  reject  D.C.  legislation  on  its 
merits.  To  fail  to  do  so  accords  the  kind  of 
unbridled  power  to  the  DC.  Council  that 
the  Founding  Fathers  would  have  abhorred. 

Homerule  is  not  an  end  in  itself:  it  is 
rather  a  means  to  achieve  local  self-deter- 
mination and  universal  suffrage.  Yet.  it  is 
the  D.C.  Council  that  stacks  the  referendum 
process  against  the  electorate  by  requiring 
the  same  number  of  signatures  be  gathered 
in  the  couple  of  weeks  or  months  of  Con- 
gressional review  to  stop  a  Council  action  as 
petitioners  for  initiative  would  have  six 
months  to  gather.  It  is  the  D.C.  Council 
whose  referendum  law  excludes  major  cate- 
gories of  legislation  ("human  rights"  and 
budgetary  matters)  from  the  referendum 
process.  And  it  is  the  city  council  whose 


EXTENSIONS  OF  REMARKS 

members  go  to  court  seeking  to  block  citizen 
efforts  to  carry  ballot  measures  to  the  elec- 
torate so  there  can  be  real  self-determina- 
tion in  this  city. 

When  the  city  politicians  cry  "Homerule". 
these  cries  should  be  seen  not  as  advocacy 
for  universal  suffrage  or  local  self-determi- 
nation, but  rather  as  bids  for  frustrating 
any  effort  to  check  the  Council's  unbridled 
power.  Such  cries  should  not  cower  Con- 
gress into  acquiescing  to  the  AIDS  Insur- 
ance Act.  The  "Homerule  Argument"  is  not 
an  empty  drum  which  beaten  upon  makes 
an  enormous  noise,  but  which  inside  is  com- 
pletely hollow.  Congressional  review  is  an 
integral  and  indispensable  part  of  homerule 
as  now  structured. 

Indeed,  Congressional  review  is  necessary 
to  prevent  a  civic  abomination— a  legislature 
lacking  check-and-balance.  Sen.  Helms,  by 
successfully  spon-soring  Senate  action  at- 
taching to  the  Debt  Ceiling  Bill  language 
sufficient  to  reject  D.C.  Act  6-170.  has  af- 
forded Congress  the  opportunity  to  stop  the 
AIDS  Insurance  Act.  We  urge  all  members 
of  Congress  to  support  Sen.  Helms'  amend- 
ment, and  any  other  action  that  may  be  put 
forward  to  reject  DC.  Act  6-170.  the  AIDS 
Insurance  Act. 

Respectfully. 

Rev.  John  D.  Bussey. 
Ding  Joseph  Drudi. 


SOVIET  CANCER  PATIENTS  SEEK 
RIGHT  TO  TREATMENT 


HON.  JAMES  J.  FLORIO 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday.  September  18,  1986 

Mr.  FLORIO.  Mr.  Speaker,  my  recent  visit  to 
the  Soviet  Union  Included  a  number  of  meet- 
ings with  Soviet  refusenlks  that  continue  to 
fight  for  the  right  to  leave  the  Soviet  Union 
and  join  their  families  in  circumstances  where 
they  can  live  in  freedom  My  meeting  with  a 
group  of  cancer  victims  and  their  families  was 
one  of  the  most  moving  experiences  of  the 
entire  visit  and  I  wanted  to  share  with  my  col- 
leagues my  impressions  of  this  meeting  with  a 
group  of  very  courageous  individuals. 

Inna  Kitrosskaya-Meiman,  Tatjana  Kheifetz- 
Bogolmonaya,  and  Benjamin  Charny  are  not 
unique  in  their  long-term  efforts  to  obtain  visas 
from  the  Soviet  Government  In  order  to  emi- 
grate and  join  families  and  friends  living  in 
Israel  and  the  United  States.  Their  tragedy, 
shared  by  thousands  of  Soviet  Jews  in  similar 
straits,  is  further  compounded  by  the  fact  that 
all  three  have  been  stricken  with  serious 
forms  of  cancer  while  waiting  for  visas  that 
never  come.  All  three  have  some  hope  of  fur- 
ther treatment  in  the  West  where  there  has 
been  significant  progress  In  successfully  treat- 
ing some  forms  of  cancer.  All  three  have,  by 
necessity,  undergone  operations  and  painful 
treatments  that  have  not  worked  and  have  ex- 
acerbated other  ailments.  All  three  have  re- 
peatedly applied  to  the  OVIR  for  visas  to  emi- 
grate but  have  been  repeatedly  denied.  Yet  all 
three  are  continuing  their  efforts  to  leave  the 
Soviet  Union  and  show  their  courage  and  hu- 
manitarlanlsm  by  serving  as  models  for  other 
refusenlks. 

I  returned  firmly  convinced  that  the  only  way 
to  pressure  the  Soviet  authorities  to  allow 
these  individuals  the  right  to  emigrate  to  seek 
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further  treatment  and  the  right  to  be  reunited 
with  their  families  at  such  a  difficult  time  Is  to 
ensure  that  International  attention  be  brought 
to  this  situation  and  that  government  leaders 
hold  the  Soviet  authorities  accountable  for 
their  lack  of  action. 

I  would  like  to  direct  the  attention  of  my  col- 
leagues to  a  news  conference  held  last  week 
on  Capitol  Hill  to  publicize  the  plight  of  these 
victims  of  a  cruel  regime.  Several  members  of 
the  other  body  were  joined  by  the  families  of 
the  refusenlks  as  well  as  by  two  National 
Cancer  Institute  physicians  and  the  chief  of 
the  U.S.  delegation  to  the  International  Con- 
ference on  Security  and  Cooperation  In 
Europe.  They  were  able  to  receive  a  call  from 
several  of  the  patients  calling  from  Moscow. 

I  wanted  to  share  with  my  colleagues  a 
Washington  Post  article  which  details  this  con- 
ference. I  call  attention  to  this  situation  in 
order  to  underscore  the  tragedy  of  the  system 
the  refusenlks  face  dally— a  system  that  Is  so 
rigid  that  even  a  life-threatening  disease  such 
as  cancer  and  the  prospect  of  better  treat- 
ment Is  not  enough  to  convince  the  Soviet  au- 
thorities that  the  freedom  of  movement  and 
emigration  Is  essential.  The  article  follows: 
[From  the  Washington  Post.  Sept.  12,  1986] 

A  Refusenik  Cancer  Warb— Phone  Call  to 
United  States  From  Ailing  Soviets  Un- 
derscores Battle  of  Disease  and  Politics 

(By  Cristine  Russell) 

Until  the  phone  rang,  it  was  a  standard 
sort  of  Washington  news  conference  in  a 
crowded  Senate  office  building  room.  Eight 
Senators,  joined  by  a  U.S.  ambassador  and 
top  cancer  researchers,  had  come  to  publi- 
cize the  plight  of  five  Soviet  citizens  with 
advanced  cancer  who  have  been  refused  per- 
mission to  join  their  families  and  seek  treat- 
ment in  the  West. 

Several  of  the  family  members,  who  had 
flown  in  from  California,  New  York  and 
Massachusetts,  sat  quietly  on  folding  chairs 
nearby.  But  the  statements  stopped  and  the 
tears  began  when  Tatyana  Bogomolny  and 
.several  of  the  other  patients  called  from  her 
Mo.scow  apartment. 

It  was  early  evening  there,  lunchtime 
here,  as  the  47-year-old  breast  cancer  pa- 
tient began  an  emotional  talk  with  her 
father  and  sister,  their  conversation  switch- 
ing frequently  between  English  and  Rus- 
sian. 

"How  do  you  feel?"  asked  Natasha  Sverbi- 
lov.  now  of  San  Francisco.  "I'm  trying  to  be 
brave  .  .  ."  said  Bogomolny.  who  underwent 
a  mastectomy  last  year  and  also  had  chemo- 
therapy once  the  cancer  was  found  to  have 
spread.  'iThe  best  cure  for  us  would  be  to  be 
reunited  with  our  families, "  she  said. 

Bogomolny  and  the  other  cancer  patients 
are  Jewish  refusenlks  who  had  first  been 
denied  permission  to  emigrate  from  the 
Soviet  Union  before  they  became  seriously 
ill,  and  continue  to  be  turned  down. 

They  went  public  with  their  problems  in  a 
Moscow  news  conference  last  June  and  since 
then  support  has  grown  across  the  United 
States  and  Canada,  spearheaded  by  physi- 
cians and  politicians. 

"Their  situation  is  deadly  urgent."'  said 
Dr.  Gerald  Batist,  a  cancer  researcher  from 
Montreal  who  examined  some  of  the  pa- 
tients on  a  trip  to  the  Soviet  Union  last 
spring  and  has  since  founded  the  Interna- 
tional Cancer  Patients  Solidarity  Commit- 
tee on  their  behalf. 
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Batist  said  that,  as  cancer  patients,  they 
deserve  the  right  to  a  second  medical  opin- 
ion and  possible  experimental  therapies 
that  might  not  be  available  in  the  Soviet 
Union.  And,  he  added,  "they  have  a  right  to 
live  in  a  supportive  environment  in  facing 
the  real  possibility  of  death.  This  means 
being  with  their  families." 

He  was  joined  by  two  National  Cancer  In- 
stitute physicians.  Dr.  Bruce  Chabner,  head 
of  the  division  of  cancer  treatment,  and  Dr. 
Steven  A.  Rosenberg,  the  surgeon  spokes- 
man for  the  team  that  treated  President 
Reagan  for  colon  cancer  last  year  and  the 
developer  of  a  highly  experimental  new  im- 
munolgical  cancer  therapy. 

"They  should  be  allowed  to  leave,  while 
there  is  still  time,"  said  Chabner.  A  number 
of  American  and  Canadian  medical  centers 
have  offered  free  medical  care,  said  Batist. 

Bipartisan  Senate  supporters  from  Massa- 
chusetts, California.  New  Jersey,  Colorado, 
New  York,  Illinois,  Arizona  and  other  states 
largely  stressed  the  need  to  place  humani- 
tarian concerns  above  politics. 

"We'd  like  to  put  aside  global  politics," 
said  Sen.  Frank  R.  Lautenberg  (D-N.J.) 
"The  request  is  very  simple:  Give  them  a 
chance  to  live." 

"We're  not  talking  about  politics  .  .  . 
What  we're  talking  about  is  health  and 
family,"  said  Sen.  Pete  Wilson  (R-Calif.). 

But  Sen.  Alfonse  M.  DAmato  (R-N.Y.) 
and  Ambassador  Warren  Zimmerman,  chief 
of  the  U.S.  delegation  to  the  international 
conference  on  security  and  cooperation  in 
Europe  later  this  year,  spoke  of  possible 
linkage  of  the  cancer  patients  to  other 
issues.  'When  we  get  to  Vienna,  we  will  put 
this  case  in  the  forefront  of  our  efforts  in 
dealing  with  the  Soviets."  said  Zimmerman, 
charging  the  Soviets  with  breaking  the  Hel- 
sinki accords'  commitment  to  'reunification 
of  families." 

Tatyana  Bogomoliiy  was  denied  permis- 
sion to  leave  as  recenlly  as  June,  said  her 
sister  Natasha  Sverbilov.  She  noted  that  Ta- 
tyana's  husband.  Benjamin,  who  has  sought 
to  leave  since  1966.  has  even  been  named  in 
the  "Guinness  Book  of  World  Records"  as 
the  Russian  who  has  waited  longest  for  an 
exit  visa.  Meanwhile.  26  of  their  relatives 
have  been  allowed  to  go.  leaving  the  couple 
alone  to  cope  in  dealing  with  her  illness, 
said  Sverbilov.  "She  is  in  a  very  stressful 
condition." 

The  other  Soviet  cancer  patients  listed  in 
a  new  appeal  from  Lautenberg  and  other 
senators  sent  yesterday  to  Soviet  leader 
Mikhail  Gorbachev  include: 

Benjamin  Charny.  48.  of  Moscow,  who  has 
a  skin  cancer  called  malignant  melanoma,  a 
tumor  on  his  neck  and  a  serious  heart  condi- 
tion. 

Inna  Meiman.  53.  of  Moscow,  who  has 
cancer  of  the  spine.  She  reportedly  has  un- 
dergone four  operations  in  the  last  three 
years  and  is  being  treated  with  chemothera- 
py; her  tumor  is  considered  inoperable  in 
the  Soviet  Union.  She  is  married  to  human 
rights  activist  and  mathematician  Naum 
Meiman. 

Rimma  Bravve,  31.  of  Moscow,  has  ad- 
vanced ovarian  cancer  now  considered  un- 
treatable  there. 

Leah  Mariasin.  of  Riga.  Latvia,  who  has 
had  several  tumors  since  1980. 

In  addition.  Lautenberg  said  a  7-year-old 
Odessa  boy,  Edward  Erlikh,  is  dying  of  leu- 
kemia and  needs  a  bone  marrow  transplant. 
He  said  the  boy's  New  York  relatives  have 
offered  to  pay  for  it  and  care  for  him. 
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DONALD  BECKLEY:  PEACE 

CORPS     VOLUNTEER     OF     THE 
YEAR 


HON.  THOMAS  J.  TAUKE 

OF  IOWA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  TAUKE.  Mr.  Speaker,  it  is  with  great 
pleasure  that  I  rise  today  to  honor  Donald 
Beckley,  a  constituent  of  mine  from  Bellevue, 
lA.  Don  is  one  of  the  three  Peace  Corps  vol- 
unteers who  have  been  named  "Volunteer  of 
the  Year"  and  will  be  honored  this  weekend 
during  ceremonies  celebrating  the  Peace 
Corps'  25th  anniversary. 

Don  applied  for  a  Peace  Corps  post  in  May 
1983.  A  year  later  he  won  his  assignment  and 
sold  his  auto  and  farm  equipment  repair  shop. 
On  July  1,  1984,  Don  arrived  in  Chikai,  Niger, 
the  village  he  has  called  "home"  for  the  past 
2  years. 

During  those  2  years,  Don  has  learned  to 
dine  on  camel  and  has  become  accustomed 
to  chasing  scorpions.  He  has  suffered  two 
bouts  of  amoebic  dysentery. 

His  primary  work  has  been  on  a  project 
originally  begun  in  1975  by  a  Canadian  phest. 
"Project  Tapis  Vert"— Project  Green  Carpet- 
is  aimed  at  turning  sub-Sahara  sands  into  a 
green  area  for  the  farmers  and  nomadic  herd- 
ers who  live  there.  Although  Don's  main  goal 
was  to  teach  the  villagers  to  maintain  their 
five  automobiles  and  other  machines,  he  has 
helped  install  six  windmills  for  pumping  water, 
an  irrigation  system,  and  a  biogas  unit  that 
converts  animal  manure  to  methane  gas. 

And  It  is  for  this  hard  work  that  Don  Beckley 
has  been  named  the  Peace  Corps  "Volunteer 
of  the  Year"  from  the  Afnca  region. 

Over  1 20,000  individuals  from  across  Amer- 
ica, from  every  walk  of  life  and  of  every  age 
have  served  as  Peace  Corps  volunteers  in 
over  90  countries  since  its  inception  in  1961. 
There  are  currently  more  than  5,700  volun- 
teers serving  in  64  countries. 

Today,  my  home  State  of  Iowa  has  nearly 
125  active  Peace  Corps  volunteers.  Since 
1961,  some  675  lowans  have  served  in  the 
Peace  Corps.  Don  Beckley  exemplifies  not 
only  his  fellow  lowans,  but  the  more  than 
120,000  individuals  who.  during  the  past  25 
years,  have  served  as  Peace  Corps  volun- 
teers. And,  of  the  nearly  6,000  volunteers 
presently  sen/ing  in  64  countries,  we  in  Iowa 
are  deeply  honored  that  Don  has  been 
chosen  to  receive  this  highest  of  Peace  Corps 
recognitions. 

Don  Beckley,  who  will  return  to  Chikai, 
Niger  on  October  1 ,  understands  fully  that  the 
goals  of  the  Peace  Corps— to  promote  a 
better  understanding  of  Americans  abroad  and 
greater  knowledge  of  the  Third  World  here  at 
home— are  but  a  prerequisite  for  a  peaceful 
and  better  world. 

Don's  parents,  Bob  and  Mary,  and  several 
of  his  11  brothers  and  sisters  are  visiting 
Washington  this  week  to  attend  the  ceremo- 
nies honoring  their  son  and  brother.  I  know 
that  they  are  all  singularly  proud  of  Don's 
achievements.  I  join  with  them  and  many 
other  lowans  in  paying  my  utmost  respect  to 
Don  for  the  fine  work  he  has  accomplished  for 
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his  country  and  the  high  horvjr  being  be- 
stowed upon  him. 

Mr.  Speaker,  I  am  submitting  for  the 
Record  the  following  article  from  the  August 
10,  1986  Dubuque.  lA  Telegraph  Herald  which 
details  Don's  2  years  in  the  Peace  Corps. 

The  article  follows: 

Mechanic  Gets  Peace  Corps  Award 
[By  Ross  Blalema) 
Bellevue,  Iowa.— Don  Beckley  of  rural 
Bellevue,  a  tall  lanky  Iowa  farm  boy.  always 
had  a  soft  spot  in  his  heart  for  the  televi- 
sion images  of  starving  people  shown  in  ads 
for  charities. 

So  he  sold  his  auto  and  farm  equipment 
repair  shop  to  his  older  brothers,  and 
ttecame  a  Peace  Corps  volunteer  in  Niger, 
Africa,  to  help  subsistence  farmers  there. 

While  dining  on  camel  meat,  chasing  scor- 
pions from  camp  and  suffering  two  bouts  of 
amoebic  dysentery  during  the  25-month  as- 
signment, he  never  imagined  he  would  be 
chosen  as  one  of  three  Peace  Corps  award 
winners  worldwide. 

Peace  Corps  officials  named  Beckley,  27, 
Volunteer  of  the  Year  from  the  Africa 
region  in  July. 

As  the  mechanic-turned-humanitariain 
puts  it:  "I  just  cant  believe  that  a  country 
boy  like  me  without  a  college  education  can 
win  an  award  like  that,  but  1  guess  I  can. 
The  only  way  I  could  gel  my  name  in  the 
paper  before  was  with  a  speeding  ticket,  but 
now  I  have  no  problem. " 

Beckley.  his  parents.  Bob  and  Mary  Beck- 
ley of  rural  Bellevue,  and  a  few  of  his  11 
brothers  and  sisters  will  travel  to  Washing- 
ton, D.C..  next  month  to  participate  in  the 
Peace  Corps'  28th  anniversary  ceremony. 
Beckley  and  two  other  volunteers— chosen 
from  about  6.000  workers  serving  in  83  coun- 
tries—will receive  their  awards  on  Sept.  21. 

The  next  day  he  is  scheduled  to  meet 
President  Reagan  in  the  Rose  Garden  for 
congratulatory  words.  Beckley  seems  calm 
about  the  meeting. 

"I  know  a  lot  of  Iowa  farmers  that  have  a 
message  for  me  to  give  him."  he  says  with 
an  easy  grin. 

The  former  4-H  leader  applied  for  a  Peace 
Corps  post  in  May  1983  and  was  accepted  in 
summer  1984.  After  a  five-day  training  ses- 
sion in  Philadelphia,  he  flew  to  Niger  (pro- 
nounced NI-JEAR).  a  former  French  colony 
now  ruled  by  military  dictatorship.  He 
began  work  there  July  1,  1984. 

Beckley  was  a  cog  in  a  project  begun  in 
1975  by  a  Canadian  priest.  "Projet  Tapis 
Vert"  (Project  Green  Carpet)  is  aimed  at 
turning  sulJ-Sahara  sands  into  a  green  area 
for  the  farmers  and  nomadic  herders. 
Recent  droughts  have  killed  many  of  the 
herders'  goats  and  cattle,  and  forced  the 
nomads  to  become  beggars  in  Niamey,  the 
largest  city  near  Beckley's  home  village  of 
Chikaj. 

Although  Beckley's  main  goal  was  to 
teach  the  villagers  to  maintain  their  four 
Toyota  Land  Cruisers,  one  British  Land 
Rover  and  other  machines,  he  also  helped 
install  six  windmills  for  pumping  water,  an 
irrigation  system,  a  bio-gas  unit  that  con- 
verts-animal manure  to  methane  gas,  and 
acres  of  wire  fences. 

His  toughest  job  was  learning  French 
which  he  started  during  a  three-month 
crash  course  in  Niger,  and  learning  the 
native  language  of  the  House,  the  tribe  he 
primarily  helped. 

He  blamed  the  food  and  water  for  his  dys- 
entery bouts.  To  avoid  the  spicy,  sometimes 
contaminated  food,  he  used  his  Yankee  in- 
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genuity  in  an  offbeat  way.  The  villagers  fre- 
quently asked  him  to  repair  their  motorcy- 
cles, and  Beckley  performed  the  work  in  ex- 
change for  chickens. 

He  bought  a  leg  of  meat  once  in  a  market, 
and  didn't  learn  until  after  the  purchase 
that  it  was  camel,  not  beef. 

•  Youve  got  to  cook  the  heck  out  of  it."  he 
says.  He  compares  the  taste  to  venison. 

Because  car  parts  are  expensive  (tires  are 
$300  each  and  alternators  are  $450).  Beckley 
and  his  chief  trainee,  Ibrahim  Abdou, 
learned  to  use  materials  at  hand  for  spot  re- 
pairs. Beckley  received  a  budget  from  the 
Peace  Corps,  and  occasionally  traveled  to 
Niamey  for  vital  car  parts. 

Volunteer  John  DeMarco,  an  electrical  en- 
gineer from  Canada,  designed  a  system  of 
hinges  that  would  allow  easier  erection  of 
the  Nebraska-made  windmills. 

"You're  forced  to  use  your  brain  more 
than  you  ever  were  in  the  United  States." 
Beckley  says. 

Although  the  Hausa  farmers'  techniques 
of  donkey-drawn  plows  and  hand  cultivation 
won't  help  American  farmers.  Americans 
can  learn  something  from  the  religious 
Hausa.  he  insists. 

"The  Muslims  are  really,  really  close  to 
God."  he  says.  "No  matter  how  bad  the  situ- 
ation is.  they  are  still  happy  people." 

The  Northeast  Iowa  Technical  Institute- 
Peosta  graduate  also  admires  the  Hausa  cus- 
toms, which  include  a  weekly  tom-tom 
during  which  young  men  court  women  at  a 
drum-accompanied  dance.  The  men  ap- 
proach the  dancing  women  and  hold  money 
to  the  women's  foreheads.  The  men  release 
the  bills,  and  the  women  grab  for  the  falling 
money  to  accept  the  dale. 

Beckley  will  return  to  Niger  Oct.  1.  and 
continue  his  work  for  three  months.  He 
doesn't  regret  joining  the  Peace  Corfjs  be- 
cause it  has  prompted  several  job  offers,  but 
he  does  question  trying  to  rapidly  modern- 
ize a  proud  and  colorful  people. 

His  advice  to  other  Peace  Corps  volun- 
teers is:  "Put  your  heart  and  soul  in  it. 
That's  all  you  can  do.  Be  honest  with  the 
people  and  it's  going  to  come  back  to  you 
tenfold.  Don't  be  worried  that  you  don't 
have  enough  education  because  if  you  have 
any  education,  you  have  more  than  they 
do  " 


PEACE  CORPS 


HON.  THOMAS  E.  PETRI 

OF  WISCONSIN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday.  September  18,  1986 

Mr.  PETRI.  Mr.  Speaker,  since  the  Peace 
Corps  was  founded  in  1961,  over  3,000  citi- 
zens from  the  State  of  Wisconsin  have  served 
In  that  organization,  helping  to  bring  improved 
health,  skills,  and  a  better  way  of  life  to  the 
underdeveloped  world.  It  is  with  a  great  deal 
of  pride  that  I  can  count  myself  In  that 
number. 

The  Peace  Corps  Isn't  for  everybody  But 
for  those  who  want  to  offer  help  to  others, 
and  who  want  to  learn  more  about  themselves 
by  meeting  the  challenges  of  life  In  distant 
lands,  the  Corps  can  provide  one  of  life's 
most  rewarding  experiences. 

From  time  to  time,  I  have  recommended 
that  the  people  of  Wisconsin's  Sixth  District 
consider  service  in  the  Peace  Corps.  Now  that 
the  Corps  is  celebrating  Its  25th  anniversary,  I 
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am  pleased  to  repeat  that  recommendation. 
And  in  honor  of  the  Corps,  I  would  like  to 
insert  in  the  Record  at  this  point  my  weekly 
column  of  September  1 2,  1 986.  The  column  is 
entitled  "The  Toughest  Job  You'll  Ever  Love." 
The  Toughest  Job  You'll  Ever  Love 

One  of  the  most  rewarding  periods  of  my 
life  was  the  time  I  spent  as  a  Peace  Corps 
volunteer  in  Somalia.  Now.  with  the  Peace 
Corps  celebrating  its  25th  Anniversary  this 
month.  I'm  happy  to  join  with  tens  of  thou- 
sands of  former  volunteers  in  praise  of  this 
valuable  organization.  And  to  those  who 
have  thought  that  they  might  like  to  join 
the  Corps.  I'd  like  to  repeat  the  Corps' 
slogan.  It's  the  Toughest  Job  You'll  Ever 
Love!" 

The  Peace  Corps  is  looking  for  a  wide 
range  of  volunteers  with  specific  skills.  Par- 
ticularly needed  are  people  with  experience 
in  special  education,  agriculture,  forestry, 
math,  and  health.  » 

Also,  there  is  a  wide  range  of  additional 
assignments  including:  civil  engineering:  nu- 
trition and  home  economics:  the  skilled 
trades  such  as  auto/diesel  mechanics,  gener- 
al construction,  carpentry,  and  electricity: 
and  business,  such  as  accounting,  coopera- 
tive formation,  and  general  business  man- 
agement. U.S.  citizens  with  a  college  degree 
or  at  least  two  years'  experience  in  any  of 
these  or  related  fields  are  encouraged  to 
apply. 

Since  1961.  over  120.000  Americans  have 
served  as  Peace  Corps  volunteers  in  develop- 
ing nations  around  the  world.  Currently, 
close  to  6.000  volunteers  serve  in  62  coun- 
tries. Peace  Corps  volunteers  are  tackling 
some  of  the  most  critical  problems  facing 
developing  countries  today. 

In  addition  to  the  personal  satisfaction 
gained  from  sharing  their  skills  and  energy 
with  the  people  of  the  host  countries.  Peace 
Corps  volunteers  gain  valuable  career  expe- 
rience. And  by  facing  the  challenges  of 
Peace  Corps  service,  volunteers  almost  ines- 
capably learn  a  great  deal  about  themselves, 
and  about  others  as  well. 

Although  it  is  a  volunteer  program,  there 
are  substantial  tangible  benefits  in  Peace 
Corps  service.  Volunteers  receive  paid  trans- 
portation to  and  from  their  assigned  coun- 
try, extensive  training  particularly  in  the 
language  of  the  country,  a  monthly  living 
allowance  for  expenses  while  in  service, 
health  care,  vacation  time  and  a  readjust- 
ment allowance  of  $175  per  month  served 
payable  upon  completion  of  the  two  year  as- 
signment (approximately  $4,200). 

In  addition,  volunteers  receive  non-com- 
petitive eligibility  for  federal  jobs  for  one 
year  following  service.  This  is  a  valuable 
benefit  for  those  interested  in  federal  em- 
ployment upon  return. 

Any  U.S.  citizen  with  a  commitment  to 
helping  others  and  a  willingness  to  devote 
two  years  of  his  or  her  life  to  fulfilling  that 
commitment  is  eligible  to  apply  for  Peace 
Corps  service. 

Although  the  minimum  age  is  18.  very  few 
applicants  under  21  have  the  skills  or  expe- 
rience to  qualify  for  an  assignment.  But  on 
the  other  hand,  there  is  no  upper  age  limit. 
Many  seniors  and  retired  people  think  the 
Peace  Corps  is  exclusively  for  young  people. 
But  in  fact  that  isn't  so.  The  Peace  Corps 
needs  the  skills  and  experience  of  older 
Americans. 

For  further  information,  write;  Peace 
Corps  Recruiting  Office.  Old  Federal  Build- 
ing. Room  104.  212  Third  Avenue.  South. 
Minneapolis.  MN  55401. 
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THE  POLICE  FOUNDATION 


HON.  PETER  W.  RODINO,  JR. 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  RODINO.  Mr.  Speaker,  I  would  like  to 
pay  tribute  here  to  an  organization  that  has 
been  contributing  to  the  whole  realm  of  law 
enforcement  Issues  since  it  was  established 
16  years  ago.  This  Is  the  Police  Foundation, 
an  organization  dedicated  to  improving  police 
work  and  public  safety  through  a  comprehen- 
sive program  of  research  and  experimentation. 

Police  work  may  be  the  most  difficult  and 
demanding  of  occupations.  Police  officers  are 
putting  their  lives  on  the  line  day  after  day.  So 
it  Is  critical  that  we  find  ways  to  help  the 
police  carry  out  their  work  safely  and  produc- 
tively. To  assist  the  police  really  translates 
Into  a  better  and  safer  society  for  us  all. 

It  Is  presclsely  in  this  mission  of  Improving 
American  police  work  that  the  Police  Founda- 
tion has  excelled  over  the  years.  Through  re- 
search and  experimentation,  the  foundation 
has  made  significant  contributions  to  the  con- 
trol of  crime  and  the  maintenance  of  public 
safety  In  the  United  States.  In  so  doing,  the 
organization  has  made  police  work  more  ef- 
fective and  productive— and  our  Nation  a 
safer  place  to  live. 

Over  the  years  I  have  had  the  great  privi- 
lege of  knowing  the  president  of  the  founda- 
tion, Hubert  Williams,  who  previously  served 
as  the  police  director  In  my  hometown  of 
Newark,  NJ.  Under  his  direction,  the  founda- 
tion has  furthered  Its  ouput  of  high  quality  ma- 
terial, and  I  congratulate  him  for  Its  success- 
es. 

As  chairman  of  the  Judiciary  Committee,  I 
value  the  work  produced  by  the  Police  Foun- 
dation. This  organization  Is  contributing  to 
American  life  In  a  vitally  Important  way  that 
few  others  can  match.  The  tangible  results  of 
the  foundation's  research— helping  to  save 
lives  and  reduce  fear— are  things  every  Ameri- 
can can  appreciate. 


SALUTE  TO  PEACE  CORPS 


HON.  JIM  COURTER 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  COURTER.  Mr.  Speaker,  as  one  of  five 
Members  of  the  House  who  enjoyed  the  chal- 
lenges of  service  in  the  Peace  Corps  before 
coming  to  Washington,  I  wish  to  salute  the 
Corps  for  a  quarter  century  of  service  to  the 
world.  The  experiences  the  volunteers  had 
and  the  efforts  they  made  have  had  profound 
effects  in  many  foreign  countries.  But  they  are 
as  valuable  to  us  here  at  home  We  enjoy  the 
benefit  of  the  International  good  will  Peace 
Corps  volunteers  engender.  We  also  have 
among  us  120.000  former  volunteers,  and 
through  them  we  learn  a  great  deal  about  the 
culture,  geography,  and  interests  of  peoples 
living  all  over  the  world. 

My  own  service  began  in  1967  In  Venezu- 
ela. I  was  one  of  a  group  of  city  planners  and 
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attorneys.  In  the  town  of  Valera,  volunteers 
such  as  myself  worked  at  establishing  a  mu- 
nicipal tax  system  and  improving  the  roads 
and  sanitation  systems.  You  could  see  the 
tangible  changes  we  made,  and  you  still  can 
see  them  now.  Over  the  years,  I  have  looked 
back  on  my  service  in  Valera  with  such  pleas- 
ure that  I  have  given  a  great  deal  of  thought 
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to  rejoining  the  Corps  some  time  after  my 
60th  year. 

It  is  good  to  know  that  more  than  5,000 
Americans  are  serving  abroad  this  year,  but  I 
am  troubled  about  what  budget  cuts  may 
bring.  Last  year,  the  Congress  saw  fit  to  aim 
for  10,000  volunteers;  today  we  have  trarely 
half  that  many,  and  there  is  talk  of  further  re- 
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ductions.  Both  my  own  Peace  Corps  experi- 
ence and  my  judgments  about  America's  for- 
eign relations  lead  me  to  believe  that  the 
Corps  is  a  splended  medium  of  both  foreign 
aid  and  public  diplomacy,  and  we  should  do 
all  that  is  necessary  to  enhance  its  strength. 
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in  Venezu- 
lanners  and 
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The  House  met  at  10  a.m.  and  was 
called  to  order  by  the  Speaker  pro 
tempore  [Mr.  Foley]. 


DESIGNATION  OF  SPEAKER  PRO 
TEMPORE 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  com- 
munication from  the  Speaker: 

Washington.  DC. 
September  18.  J986. 
I  hereby  designate  the  Honorable  Thomas 
S.  Foley  to  act  as  Speaker  pro  tempore  on 
Friday.  September  19.  1986. 

Thomas  P.  O'Neill.  Jr.. 
Speaker  of  the  House  of  Representatives. 


PRAYER 


The  Chaplain,  Rev.  James  David 
Ford.  D.D..  offered  the  following 
prayer: 

Remind  us.  O  gracious  God,  that  we 
are  all  bound  together  in  this  cov- 
enant of  life  which  You  have  freely 
given.  As  we  become  aware  of  this 
unity  we  possess  and  our  common  as- 
pirations and  shared  values,  make  us 
more  responsible  to  assist  each  other, 
to  care  for  one  another's  needs,  to  use 
our  resources  for  those  less  fortunate 
and  to  remember  others  in  prayer  and 
concern.  Bless  and  encourage  each 
person  who  seeks  to  use  the  gift  of 
faith  in  acts  and  deeds  of  love.  Amen. 


THE  JOURNAL 

The  Speaker  pro  tempore.  The 
Chair  has  examined  the  Journal  of 
the  last  day's  proceedings  and  an- 
nounces to  the  House  his  approval 
thereof. 

Pursuant  to  clause  1,  rule  I,  the 
Journal  stands  approved. 


MESSAGE  FROM  THE  SENATE 
A  message  from  the  Senate  by  Mr. 
Hallen,  one  of  its  clerks,  announced 
that  the  Senate  had  passed  without 
amendment  a  bill  of  the  House  of  the 
following  title: 

H.R.  4260.  An  act  to  provide  the  Small 
Business  Administration  continuing  author- 
ity to  administer  a  program  for  small  inno- 
vative firms,  and  for  other  purposes. 

The  message  also  announced  that 
the  Senate  had  passed  with  amend- 
ments in  which  the  concurrence  of  the 
House  is  requested,  bills  of  the  House 
of  the  following  titles: 

H.R.  2032.  An  act  to  amend  the  Securities 
Exchange  Act  of  1934  to  provide  improved 
protection  for  investors  in  the  government 
securities  market,  and  for  other  purposes: 

H.R.  5175.  An  act  making  appropriations 
for  the  government  of  the  District  of  Co- 


lumbia and  other  activities  chargeable  in 
whole  or  in  part  against  the  revenues  of  said 
District  for  the  fiscal  year  ending  Septem- 
ber 30.  1987.  and  for  other  purposes: 

H.R.  5205.  An  act  making  appropriations 
for  the  Department  of  Transportation  and 
related  agencies  for  the  fiscal  year  ending 
September  30.  1987.  and  for  other  purposes: 
and 

H.R.  5234.  An  act  making  appropriations 
for  the  Department  of  the  Interior  and  re- 
lated agencies  for  the  fiscal  year  ending 
September  30.  1987.  and  for  other  purposes. 

The  message  also  announced  that 
the  Senate  agrees  to  the  report  of  the 
committee  of  conference  on  the  dis- 
agreeing votes  of  the  two  Houses  on 
the  amendment  of  the  Senate  to  the 
bill  (H.R.  4421)  "An  act  to  authorize 
appropriations  for  fiscal  years  1987. 
1988.  1989.  and  1990  to  carry  out  the 
Head  Start.  Follow  Through.  Depend- 
ent Care.  Community  Services  Block 
Grant,  and  Community  Food  and  Nu- 
trition Programs,  and  for  other  pur- 
poses". 

The  message  also  announced  that 
the  Senate  agrees  to  the  amendment 
of  the  House  to  the  bill  (S.  1963)  'An 
act  to  direct  the  Secretary  of  the  Inte- 
rior to  convey  certain  interest  in  lands 
in  Socorro  County.  NM.  to  the  New- 
Mexico  Institute  of  Mining  and  Tech- 
nology." 

The  message  also  announced  that 
the  Senate  agrees  to  the  amendments 
of  the  House  to  the  joint  resolution 
(S.J.  Res.  207)  "Joint  resolution  to  des- 
ignate November  1.  1985.  as  National 
Philanthropy  Day. " 

The  message  also  announced  that 
the  Senate  insists  upon  its  amend- 
ments to  the  bill  (H.R.  5175)  an  act 
making  appropriations  for  the  govern- 
ment of  the  District  of  Columbia  and 
other  activities  chargeable  in  whole  or 
in  part  against  the  revenues  of  said 
District  for  the  fiscal  year  ending  Sep- 
tember 30.  1987.  and  for  other  pur- 
poses, requests  a  conference  with  the 
House  on  the  disagreeing  votes  of  the 
two  Houses  thereon,  and  appoints  Mr. 
Specter.  Mr.  Hatfield.  Mr.  Matting- 
LY.  Mr.  DoMENici.  Mr.  Lautenberg. 
Mr.  Harkin.  and  Mr.  Stennis  to  be 
the  conferees  on  the  part  of  the 
Senate. 

The  message  also  announced  that 
the  Senate  insists  upon  its  amend- 
ments to  the  bill  (H.R.  5205)  an  act 
making  appropriations  for  the  Depart- 
ment of  Transportation  and  related 
agencies  for  the  fiscal  year  ending 
September  30.  1987.  and  for  other  pur- 
poses, requests  a  conference  with  the 
House  on  the  disagreeing  votes  of  the 
two  Houses  thereon,  and  appoints  Mr. 
Andrews.  Mr.  Cochran,  Mr.  Abdnor, 


Mr.  Kasten,  Mr.  D'Amato.  Mr.  Hat- 
field. Mr.  Chiles.  Mr.  Stennis.  Mr. 
Byrd.  and  Mr.  Lautenberg  to  be  the 
conferees  on  the  part  of  the  Senate. 

The  message  also  announced  that 
the  Senate  insists  upon  its  amend- 
ments to  the  bill  (H.R.  5234)  an  act 
making  appropriations  for  the  Depart- 
ment of  the  Interior  and  related  agen- 
cies for  the  fiscal  year  ending  Septem- 
ber 30.  1987,  and  for  other  purposes, 
requests  a  conference  with  the  House 
on  the  disagreeing  votes  of  the  two 
Houses  thereon,  and  appoints  Mr. 
McClure.  Mr.  Stevens.  Mr.  Laxalt, 
Mr.  Garn.  Mr.  Cochran.  Mr.  Andrews, 
Mr.  Rudman,  Mr.  Weicker.  Mr.  Byrd, 
Mr.  Johnston,  Mr.  Leahy,  Mr.  DeCon- 
ciNi,  Mr.  BuRDicK,  Mr.  Bumpers,  and 
Mr.  HoLLiNGS  to  be  the  conferees  on 
the  part  of  the  Senate. 


WILLIAM  B.  PENNEKAMP 

(Mr.  NATCHER  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks  and  include  extraneous 
matter.) 

Mr.  NATCHER.  Mr.  Speaker,  the 
House  has  lost  one  of  its  most  able  em- 
ployees and  the  Office  of  Official  Re- 
porters one  of  its  most  valuable  floor 
reporters  with  the  passing  on  Septem- 
ber 1  of  William  B.  Pennekamp  at  the 
age  of  58. 

Bill  had,  as  a  highly  experienced 
court  reporter  and  expert  Gregg  short- 
hand writer,  joined  the  House  staff  in 
1974.  He  worked  steadily  until  a  brief 
illness  this  past  summer  which  result- 
ed in  a  diagnosis  of  cancer  and  his  ulti- 
mate death  just  before  the  House  was 
scheduled  to  resume  its  session  after 
Labor  Day. 

Before  coming  to  Washington.  Bill 
had  a  long  career  as  a  court  reporter, 
working  as  an  official  reporter  in  vari- 
ous jurisdictions,  more  recently  as  a 
reporter  for  the  Court  of  Common 
Pleas  in  Cleveland,  OH.  He  was  a  vet- 
eran of  the  U.S.  Navy  and  following 
the  Korean  war  had  completed  a  tour 
of  duty  as  a  civil  service  appointee, 
serving  in  both  Japan  and  South 
Korea.  A  native  of  Wisconsin,  he  grad- 
uated from  high  school  and  later  from 
Gregg  College  in  Chicago,  where  he 
received  his  training  for  the  reporting 
profession.  Before  his  work  in  Cleve- 
land and  his  appointment  in  Washing- 
ton, he  had  fulfilled  court  reporting 
assignments  in  Florida  and  Lincoln, 
NE. 

Court  and  legislative  reporters  are 
often  identified  as  quiet  professionals 
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who  perform  their  duties  without  fan- 
fare. In  that  respect.  Bill  was  typical, 
but  in  his  competence  and  professional 
skill  he  was  most  atypical.  He  had,  in 
his  work  with  the  House,  acquired  a 
high  level  of  competence  and  special 
knowledge  and  his  willingness  to  share 
it  with  younger,  less  experienced  mem- 
bers of  the  staff  earned  him  a  reputa- 
tion as  a  valuable  team  member. 

Bill's  legacy— the  mark  he  left  on 
the  House— is  epitomized  by  the  print- 
ed words  in  volumes  of  the  Congres- 
sional Record.  The  words  and  phrases 
of  countless  speeches  and  debates 
reached  the  pages  of  the  Record 
through  the  conduit  of  Bill's  interpre- 
tive mind  and  his  fountain  pen.  And 
there  is  yet  another  mark  of  excel- 
lence he  has  left  behind  for  us  here  in 
the  Capitol.  Bill  had  developed  an  in- 
terest in  calligraphy,  and  after  several 
years  of  instruction  and  practice,  he 
eventually  became  so  skilled  that 
friends  and  acquaintances  prevailed 
upon  him  to  produce  samples  of  his 
work. 

In  a  lighter  mood.  Bill  was  fond  of 
calling  himself  "just  a  country  boy 
who  can  be  easily  confused. "  but  those 
who  knew  him  saw  in  him  a  delightful 
mixture  of  depth  of  character  and  sim- 
plicity. 

His  passing  has  left  a  void  in  the  of- 
fices of  the  Official  Reporters  that  can 
never  be  filled  completely,  and,  Mr. 
Speaker,  all  who  knew  him  are  truly 
saddened  at  the  loss  of  a  real  friend. 

Mr.  Speaker,  I  am  attaching  a  copy 
of  the  obituary  which  appeared  in  the 
Washington  Post,  as  follows: 

William  B.  Pennekamp,  58,  a  shorthand 
stenographer  with  the  U.S.  House  of  Repre- 
sentatives, died  of  lung  cancer  Sept.  1  at  his 
home  in  Alexandria. 

Mr.  Pennekamp  was  born  in  Tennyson. 
Wis.,  and  served  in  the  Navy.  He  was  a 
shorthand  stenographer  in  Florida.  Korea 
and  Japan  before  joining  the  stenographic 
reporting  staff  of  the  House  of  Representa- 
tives in  1974. 

Survivors  include  four  brothers.  Lawrence, 
of  Kieler,  Wis,  George,  of  Potosi,  Wis.. 
Joseph,  of  Cassville,  Wis.,  and  Ralph,  of  Ed- 
gerton.  Wis.;  and  four  sisters,  Alice  Penne- 
kamp, Gertrude  Reese  and  Ada  Osterholz, 
all  of  Platteville,  Wis.,  and  Marie  Van  Natta 
of  Belmont,  Wis. 


ANNOUNCEMENT  BY  THE 
SPEAKER  PRO  TEMPORE 

The  SPEAKER  pro  tempore.  The 
Chair  wishes  to  announce  that  1- 
minute  speeches  will  be  postponed 
until  the  end  of  the  day. 


EXTENDING  DATE  BY  WHICH 
THE  HOUSE  MUST  VOTE  ON 
HOUSE  JOINT  RESOLUTION  723, 
COMPLYING  WITH  CERTAIN 
REQUIREMENTS  OF  BUDGET 
AND  EMERGENCY  DEFICIT 
CONTROL  ACT  OF  1985 

Mr.  COELHO.   Mr.  Speaker,   I  ask 
unanimous  consent  that  the  date  by 


which  the  House  must  vote  on  House 
Joint  Resolution  723,  pursuant  to  sec- 
tion 254(a)(4)  of  Public  Law  99-177,  be 
extended  until  September  25,  1986. 
and  that  the  joint  resolution  shall  not 
be  in  order  for  consideration  in  the 
House  unless  called  up  by  the  chair- 
man of  the  Committee  on  the  Budget 
or  his  designee,  or  unless  called  up  by 
the  ranking  minority  member  of  said 
committee  or  his  designee. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  California? 

Mr.  MICHEL.  Reserving  the  right  to 
object,  Mr.  Speaker,  I  shall  not  object, 
but  I  think  that  we  probably  owe  the 
House  some  explanation  of  what  we 
are  really  doing  here. 

Mr.  COELHO.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MICHEL.  I  yield  to  the  gentle- 
man from  California. 

Mr.  COELHO.  Mr.  Speaker,  basical- 
ly as  I  understand  it  we  are  permitting 
the  privileged  status  of  this  resolution 
to  be  extended  until  Thursday. 

Mr.  MICHEL.  Mr.  Speaker,  I  might 
say  that  it  has  been  with  the  full  dis- 
cussion by  both  sides  of  the  aisle  by 
which  we  have  come  to  this  agree- 
ment. By  the  dates  prescribed  under 
Gramm-Rudman  we  were  to  have 
made  a  decision,  come  to  some  resolu- 
tion, by  Monday.  I  think  that  it  is 
pretty  well  agreed  on  both  sides  that 
we  really  would  prefer  to  have  the  rec- 
onciliation measure,  at  least  have  an 
attempt  to  resolve  that,  before  making 
a  determination  on  whether  or  not  it 
really  would  be  necessary  for  us  to  get 
to  the  point  where  we  would  have  to 
sequester  and  all  the  other  things  that 
follow. 

So  this  is  really  to  the  advantage  of 
all  of  us.  I  think  that  if  we  agree  to 
this  unanimous-consent  request,  put 
that  over  until  Thursday 

Mr.  COELHO.  That  is  correct. 

Mr.  MICHEL.  Then  in  the  mean- 
time, as  I  understand,  the  distin- 
guished majority  leader  is  here,  we 
would  be  taking  up  the  reconciliation 
and  the  continuing  resolution  prior  to 
consideration  of  this,  and  I  think  that 
that  will  then  probably  further  be  dis- 
closed in  a  discussion  of  the  program 
for  next  week. 

Mr.  COELHO.  We  will  be  taking 
that  up  on  Wednesday. 

Mr.  MICHEL.  Mr.  Speaker,  I  with- 
draw my  reservation  of  objection. 

The    SPEAKER    pro    tempore.    Is 
there  objection  to  the  request  of  the 
gentleman  from  California? 
There  was  no  objection. 


FEDERAL     INSECTICIDE,     FUNGI- 
CIDE,   AND    RODENTICIDE    ACT 
AMENDMENTS  OF  1986 
The  SPEAKER  pro  tempore.  Pursu- 
ant to  House  Resolution  536  and  rule 
XXIII,  the  Chair  declares  the  House 
in  the  Committee  of  the  Whole  House 


on  the  State  of  the  Union  for  the  fur- 
ther consideration  of  the  bill.  H.R. 
2482. 
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IN  THE  COMMITTEE  OF  THE  WHOLE 

Accordingly  the  House  resolved 
itself  into  the  Committee  of  the 
Whole  House  on  the  State  of  the 
Union  for  the  further  consideration  of 
the  bill  (H.R.  2482)  to  amend  the  Fed- 
eral Insecticide,  Fungicide,  and  Roden- 
ticide  Act,  and  for  other  purposes, 
with  Mr.  McHuGH  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN.  When  the  Com- 
mittee of  the  Whole  rose  on  Thursday. 
September  18,  1986,  title  I  of  the  text 
of  H.R.  5440,  which  is  considered  as  an 
original  bill  for  the  purpose  of  amend- 
ment, was  open  for  amendment  at  any 
point. 

Are  there  further  amendments  to 
title  I? 

Mr.  DE  LA  GARZA.  Mr.  Chairman,  I 
move  to  strike  the  last  word. 

Mr.  Chairman,  I  take  this  time  to 
remind  Members  again  of  what  I  men- 
tioned briefly  yesterday  before  we 
started  debate  on  this  legislation.  I  get 
the  feeling  somehow  that  we  cannot 
relate,  as  we  speak  of  pesticides,  insec- 
ticides, and  so  forth,  to  the  extent  to 
which  what  we  are  dealing  with  in  this 
legislation  is  related  to  the  whole  food 
chain,  to  farmers,  who  are  having  a 
most  difficult  time,  to  the  quality  and 
type  of  food  which  is  eventually  avail- 
able to  the  consumer,  to  the  cost  of 
that  food  as  the  consumer  eventually 
gets  it  in  the  markets  or  in  the  restau- 
rants, and  to  the  protection  of  the  eco- 
logical balance  of  the  entire  ecosystem 
basically. 

I  want  us  to  think  of  that  and  not 
necessarily  that  we  are  thinking  of 
chemical  companies  or  formulators  or 
applicators,  or  who  buys  or  who  does 
not  buy  or  who  registers  or  who  does 
not  register. 

D  1010 

In  the  end  we  are  speaking  of  the 
farmer  and  the  costs  and  tools  that  he 
needs  for  the  production  of  food  and 
fiber  which  gives  this  country  the  best 
quality  food  in  the  world,  in  the  histo- 
ry of  the  world  for  the  lowest  amount 
of  disposable  income  per  family  in  the 
world,  in  the  history  of  the  world. 
This  fungicide,  pesticide,  rodenticide. 
these  chemicals  are  part  of  the  tools 
which  the  farmers  use  for  that  pro- 
ductivity, for  that  quality  which  you 
get  at  the  store,  that  you  get  in  a 
beautiful  apple,  or  beautiful  vegeta- 
bles, or  in  cereals  or  other  grains  that 
you  get.  or  the  beef,  or  the  lamb  at  the 
supermarket.  It  is  not  a  miracle  in 
itself.  It  is  that  you  had  a  dedicated 
farmer  who  produced  them. 

He  needed  the  tools  and  to  have  the 
tools,  some  of  which  could  have  dan- 
gerous consequences  to  the  ecological 
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system,  or  to  mankind,  or  the  farmer 
himself,  we  need  a  regulator  and  we 
need  to  provide  the  basic  law  that  reg- 
ulates. So  that  is  what  we  do  here.  We 
regulate  from  the  registration,  from 
the  research,  all  the  way  to  the  final 
use. 

I  want  our  colleagues  as  they  vote  to 
understand,  and  hopefully  support  the 
committee  who  has  dedicated  itself  to 
bringing  to  you  the  best  legislation 
possible.  As  I  mentioned,  it  is  not  per- 
fect, because  perfect  legislation  is  an 
impossibility.  But  there  are  many 
technical  areas  that  would  be  very  dif- 
ficult for  a  Member  just  to  draft  off- 
hand an  amendment.  I  would  hope 
that  Members  would  support  the  com- 
mittee who  has  the  technical  language 
that  will  do  what  we  hope  is  the  intent 
of  the  vast  sector  of  the  population  to 
give  us  that  protection,  to  give  us  that 
safety,  but  yet  to  allow  the  farmer  the 
tools  to  continue  giving  us  that  quality 
food  at  those  prices  that  we  have  in 
this  great  country  of  ours. 

Farmers  are  having  a  very  difficult 
time.  Since  the  Great  Depression,  this 
is  probably  the  most  difficult  time  ag- 
riculture has  had.  Without  those  tools 
it  would  be  very  difficult  for  many  of 
them  to  survive. 

So  it  is  not  the  small  and  the  big.  it 
is  not  East  and  West,  it  is  not  North 
and  South,  but  it  is  governments  re- 
sponsibility to  work  with  the  farmer, 
and  it  is  our  responsibility  to  see  that 
we  strike  a  balance  between  the  need 
of  the  farmer,  the  collective  need  of 
society,  and  our  responsibility  as 
human  beings  to  the  protection  of  the 
ecosystem. 

I  hope  Members  will  support  the 
committee  throughout  the  process 
during  the  day  and  that  we  can  con- 
clude this  legislation  today. 

AMENDMENT  OFFERED  BY  MR.  MARLENEE 

Mr.  MARLENEE.  Mr.  Chairman.  I 
offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Marlenee: 
Page  43.  line  7.  insert  after  ■section  16(b)." 
the  following  new  sentence: 

•Notwithstanding  any  other  provision  of 
law.  no  attorneys  fees  or  expenses  shall  be 
awarded  for  any  civil  action  brought  under 
this  section  for  failure  to  meet  deadlines." 

Mr.  BERMAN.  Mr.  Chairman,  I  re- 
serve a  point  of  order  on  the  amend- 
ment. 

Mr.  MARLENEE.  Mr.  Chairman, 
what  this  amendment  does  is  to  assist 
in  the  expediting  of  the  process  of 
testing  and  evaluation  by  avoiding  the 
draining  off  of  funds  for  litigation, 
funds  that  are  desperately  needed  to 
complete  the  process  and  to  meet 
deadlines. 

This  bill  sets  up  the  impossible  task 
of  meeting  1,100  deadlines.  It  then 
handicaps  EPA  by  saying  we  are  going 
to  short  you  $50  million.  Then,  in 
shortsightedness,  the  bill  exacerbates 
the  problem  by  allowing  that  if  they 
do  not  meet   the  deadlines,   we  are 


going  to  allow  nonprofit  groups  and 
individuals  to  bring  lawsuits  against 
EPA,  and  EPA  will  use  your  funds 
that  you  could  have  used  to  meet  fur- 
ther deadlines,  use  those  funds  to  pay 
their  attorney  fees,  pay  the  fees  of 
anyone  who  wants  to  sue  EPA  if  they 
have  not  met  a  deadline. 

A  tremendous  catch-22  is  therein 
created  with  1,100  deadlines,  $50  mil- 
lion short  in  funds  to  meet  those  dead- 
lines, lawsuits  that  pay  attorneys  less 
money  to  complete  the  work,  more 
time  lost,  more  lawsuits  until  this 
whole  merry-go-round  collapses  into  a 
cloud  of  star-sprinkled  dust  where  the 
attorneys  go  drifting  off  in  a  state  of 
euphoria. 

This  amendment  ends  that  abuse  by 
allowing  the  litigant  to  pick  up  his 
own  legal  fees,  not  the  taxpayer,  not 
the  farmer,  not  the  folks  who  pay 
$150,000  to  $500,000  per  application 
for  a  registration,  but  those  who 
brought  the  suits  because  one  of  the 
1,100  deadlines  was  missed. 

Make  no  mistake  about  it,  lawsuits 
will  be  filed.  The  first  incentive  to  file 
is  that  many  nonprofits  have  in-house 
counsel  that  do  not  make  the  kinds  of 
wages  they  think  they  should  be  enti- 
tled to,  and  the  bill,  without  my 
amendment,  is  berry-picking  heaven. 
It  sure  enhances  their  salaries  and  the 
coffers  of  the  organization  that  files 
the  suit. 

The  second  incentive  to  file  a  lawsuit 
is  that  under  the  Equal  Access  to  Jus- 
tice Act,  which  applies  to  this  bill  and 
EPA,  the  courts  have  already  awarded 
exorbitant  fees  to  environmental  activ- 
ists as  a  reward  for  filing  lawsuits. 

For  example,  the  third  judicial  cir,- 
cuit  awarded  the  National  Resources 
Defense  Council  [NRDC],  $34,375.85 
when  that  group  filed  suit  because 
EPA  failed  to  meet  notice  and  com- 
ment requirements  for  rulemaking 
under  the  Clean  Water  Act  (NRDC  v. 
EPA,  703  F.2d  700).  In  another  case, 
the  NRDC  and  three  other  environ- 
mental groups  were  awarded 
$100,976.14  when  they  brought  suit  to 
compel  EPA  to  perform  certain  non- 
discretionary  acts  In  connection  with 
section  307  of  the  Federal  Water  Pol- 
lution Control  Act  (NRDC  v.  Costle,  12 
E.R.C.  1181). 

The  theory  is  that  the  public  bene- 
fits because  the  lawsuit  forces  the 
agency  to  act.  However,  these  suits  are 
really  a  convenient  way  for  the  plain- 
tiffs and  their  attorneys  to  pour  some 
more  money  into  their  coffers.  Rarely, 
if  ever,  have  these  lawsuits  forced  the 
agency  to  do  more  than  they  are  al- 
ready doing,  because  the  problem  is  a 
lack  of  revenue,  and  that  problem  is 
exacerbated  because  money  is  drained 
off  for  litigation. 

The  administration  supports  the  en- 
actment of  my  proposed  amendment. 

I  include  for  the  record  a  letter  from 
the  U.S.  Department  of  Justice. 

The  letter  follows: 
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U.S.     Department     of     Justice. 
Office  of  Legislative  and  Inter- 
governmental Affairs, 
Washington,  DC,  September  16,  1986. 
Hon.  Ron  Marlenee. 
House  of  Representatives, 
Washington.  DC. 

Dear  Congressman  Marlenee:  Attorney 
General  Meese  has  asked  me  to  respond  to 
your  letter  of  July  31.  1986.  regarding  your 
proposed  amendment  to  H.R.  2482.  the  Fed- 
eral Insecticide.  Fungicide  and  Rodenticide 
Act  (FIFRA)  Amendments  of  1986.  The  Ad- 
ministration supports  the  enactment  of 
your  proposed  amendment. 

The  amendment  you  propose  provides: 
"Notwithstanding  any  other  provision  of 
law.  no  attorneys  fees  or  expenses  shall  be 
awarded  for  any  civil  action  brought  under 
this  section  for  failure  to  meet  deadlines." 

As  you  note  in  your  letter.  H.R.  2482 
would  impose  a  great  many  deadlines  for 
Environmental  Protection  Agency  (EPA) 
action,  which  the  Agency  has  already  stated 
it  cannot  meet.  In  turn,  EPA  will  be  faced 
with  lawsuits  to  compel  agency  action  which 
could  result  in  liability  for  attorneys'  fees 
and  expenses  under  the  Equal  Access  to  Jus- 
tice Act  (EAJA).  Similarly,  the  recent  Re- 
source Conservation  and  Recovery  Act  and 
Safe  Drinking  Water  Act  Amendments 
assign  the  EPA  a  long  list  of  new  deadlines 
with  the  attendant  exposure  to  lawsuits  and 
fee  awards. 

Our  records  indicate  that  over  $2.6  million 
have  been  awarded  against  the  United 
States  in  61  attorneys'  fees  cases  handled  by 
the  Land  and  Natural  Resources  Division 
alone  since  1980.  Attorneys'  fees  provisions, 
for  the  most  part,  provide  little  or  no  guid- 
ance as  to  when  an  award  of  attorneys'  fees 
is  appropriate,  or  what  constitutes  a  reason- 
able award.  See  generally.  City  of  Riverside 
V.  Rivera.  106  S.Ct.  2686  (1986).  Indeed,  in 
some  cases,  attorneys'  fees  awards  have 
greatly  exceeded  the  relief  obtained  by  the 
parties  to  the  preceeding. 

In  addition,  deadline  cases  tend  to  be  both 
legally  and  factually  straightforward.  As  a 
result,  unbridled  fee  awards  may  attract 
abusive  litigation,  the  real  object  of  which  is 
a  fee  award  rather  than  the  advancement  of 
the  environmental  goals  of  FIFRA.  Clearly, 
the  taxpayers'  money  spent  on  attorneys' 
fees  awards  and  the  administrative  expenses 
of  defending  such  actions  is  better  spent  to 
implement  substantive  statutory  provisions. 

Therefore,  we  concur  with  your  conclu- 
sion that  allowing  attorneys'  fees  for 
breaches  of  every  statutory  deadline  makes 
little  sense  and  we  support  your  proposed 
amendment  to  the  1986  FIFRA  Amend- 
ments. At  a  minimum,  some  restraint  on  the 
amount  of  fee  awards  should  be  imposed  in 
deadline  cases.  The  problem  of  such  rela- 
tively unproductive  litigation  could  also  be 
addressed  through  a  cap  on  the  allowable 
hourly  rate  which  courts  may  award.  Please 
contact  us  if  we  can  be  of  any  additional  as- 
sistance on  this  important  matter. 

The  Office  of  Management  and  Budget 
has  advised  this  Department  that  there  is 
no  objection  to  the  submission  of  this  report 
from  the  standpoint  of  the  Administration's 
program. 

Sincerely, 

John  R.  Bolton. 
Assistant  Attorney  General 

Mr.  MARLENEE.  In  a  letter  dated 
September  16,  1986.  the  U.S.  Depart- 
ment of  Justice  concurs  in  my  conclu- 
sion that  allowing  attorneys'  fees  for 
breaches  of  every  statutory  deadline 
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makes  little  sense  and  supports  the 
proposed  amendment. 

The  letter,  furthermore,  notes  that 
the  Justice  Department  records  indi- 
cate that  over  $2.6  million  have  been 
awarded  against  the  United  States  in 
61  attorneys"  fees  cases  handled  by  the 
Land  and  Natural  Resources  Division 
alone  since  1980.  Attorneys'  fees  provi- 
sions, according  to  the  Justice  Depart- 
ment, for  the  most  part,  provide  little 
or  no  guidance  as  to  when  an  award  of 
attorneys'  fees  is  appropriate,  or  what 
constitutes  a  reasonable  award. 
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I  believe  that  my  amendment  is  par- 
ticularly important  for  PIFRA  due  to 
the  very  unusual  step  that  the  House 
Agricultural  Committee  is  taking  to 
make  registrants  pay  user  fees  to  EPA 
to  conduct  the  program  to  reregister 
pesticides. 

The  justification  for  the  reregistra- 
tion  fees  is  that  the  committee  be- 
lieved that  the  public  could  not  afford 
to  pay  the  cost  of  the  program.  This 
fact  alone  supports  my  amendment 
since  the  public,  which  cannot  afford 
to  pay  for  reregistration,  also  cannot 
afford  to  pay  attorney's  fees  to  other 
groups  to  oversee  the  program.  Over- 
sight of  this  program  and  the  job  of 
ensuring  that  EPA  meets  the  require- 
ments of  reregistration  is  a  task  for 
Congress,  not  for  the  courts  and  liti- 
gants. 

This  amendment  has  no  impact  on 
farmers  and  producers.  It  precludes 
the  award  of  attorneys'  fees  only  for 
lawsuits  to  enforce  reregistration 
deadlines.  Farmers  would  be  very  un- 
likely to  file  a  reregistration  deadline 
suit.  As  a  representative  of  a  farm 
State,  I  can  assure  you  that  this 
amendment  will  not  affect  in  any  way 
a  farmer  or  a  producer's  right  to  ask 
for  attorneys'  fees  under  the  EAJA  in 
a  legitimate  action  under  FIFRA  to 
vindicate  rights  abused  by  EPA. 

My  amendment  ensures  that  EPA 
will  be  able  to  direct  its  resources 
toward  the  running  of  the  reregistra- 
tion program,  rather  than  having 
them  siphoned  off  in  the  form  of  at- 
torneys' fees.  The  amendment  is  very 
limited  in  scope  and  applies  only  to 
the  reregistration  section  of  FIFRA.  It 
preserves  completely  the  right  of  any 
individual  or  group  to  sue  EPA  to  en- 
force a  deadline.  It  simply  provides 
that  any  such  lawsuit  is  funded  by  the 
litigant  himself,  not  by  the  taxpayer. 

I  would  appreciate  your  support  of 
my  amendment  as  written  to  H.R. 
2482. 

Mr.  ROBERTS.  Mr.  Chairman.  I  rise 
in  support  of  the  gentleman's  amend- 
ment. 

Mr.  Chairman,  there  are  some  who 
say  that  this  entire  FIFRA  bill  is  little 
more  than  a  congressional  enforce- 
ment of  legal  deadlines.  I  think  it  is 
much  more  than  that,  but  I  think  it  is 
a  point  to  be  made;  there  are  deadlines 


all  throughout  this  bill;  and  as  the 
gentleman  has  pointed  out,  under  the 
Equal  Access  to  Justice  Act,  as  amend- 
ed, in  1985. 

This  bill  would  then  allow  the 
awarding  of  attorneys  fees  for  dead- 
line suits  by  public  interest  groups. 
Now,  FIFRA  is  referenced  in  the  bill, 
so  all  of  the  deadline  suits  under 
FIFRA  would  be  subject  to  reimburse- 
ment out  of  the  Agency's  budget;  but 
we  are  into  user  fees. 

More  to  the  point,  those  fees  are 
paid  as  that  cost  is  passed  onto  the 
farmer-stockman.  That  means  a  large 
portion  of  the  user  fees  would  be  going 
to  pay  attorney  fees  for  the  deadline 
suits. 

Now,  I  do  not  want  to  perjure  the 
intent  of  any  public  interest  group. 
The  record  of  the  EPA  on  this  matter 
is  a  very  legitimate  issue,  and  without 
public  citizen  groups,  why  I  think  ob- 
viously that  catalyst  for  speedy  action 
and  even  this  bill  would  not  exist. 

I  would  like  to  refer  to  a  letter  that  I 
have  received,  or  a  copy  of  a  letter 
that  went  to  the  Speaker  from  21  pes- 
ticide user  groups  or  farm  groups. 

In  that  letter,  they  are  pointing  out 
to  the  Speaker  that  there  is  little 
doubt  that  lawsuits  will  be  filed  to 
force  EPA  to  somehow  redirect  its  re- 
sources to  meet  these  deadlines.  These 
suits  are  common:  they  consist  of  little 
more  than  a  simple  recitation  of  the 
fact  that  the  deadline  has  not  been 
met. 

Mr.  MARLENEE.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  ROBERTS.  I  yield  to  the  gentle- 
man from  Montana. 

Mr.  MARLENEE.  Mr.  Chairman,  I 
think  if  we  want  to  pipeline  taxpayers' 
money  into  the  legal  departments  of 
environmental  groups,  let  us  be  honest 
about  it:  Let  us  vote  by  directly  appro- 
priating it  to  those  causes.  But  then 
again,  maybe  that  is  exactly  what  this 
vote  will  be  about. 

Mr.  ROBERTS.  Reclaiming  my 
time,  Mr.  Chairman,  the  gentleman 
makes  an  excellent  point,  and  we 
raised  that  amendment  in  the  full 
committee,  in  the  Committee  on  Agri- 
culture, but  that  particular  version 
lost  because  we  did  not  want  to  pay  for 
it  out  of  the  appropriated  funds. 

It  was  not  an  intent  to  muzzle  any 
interest  group;  it  was  simply  how  we 
pay  for  it.  These  awards,  however, 
could  be  disastrous  in  light  of  the  fact 
that  the  reregistration  program  man- 
dated by  this  bill  is  still  some  $50  mil- 
lion short,  and  so  the  direct  cost  to  the 
public  is  very  high.  Generally,  about 
$50,000  per  lawsuit  to  simply  pay  the 
attorneys  fees. 

This  amendment  would  simply 
ensure  that  EPA  would  be  able  to 
direct  its  finances  toward  the  running 
of  the  reregistration  program;  in  other 
words,  to  make  the  FIFRA  reform  bill 
work    rather    than    having    them   si- 


phoned off  in  the  form  of  these  attor- 
neys fees. 

The  amendment  is  very  limited  in 
scope,  it  applies  only  to  the  reregistra- 
tion section  of  FIFRA:  it  preserves 
completely  the  right  of  any  individual 
or  group  to  sue  the  EPA  to  enforce  a 
deadline;  I  am  for  that,  I  do  not  quar- 
rel with  that. 

This  simply  provides  that  any  such 
lawsuit  is  funded  by  the  litigant  him- 
self, and  not  by  the  taxpayer. 

POINT  OF  ORDER 

Mr.  HERMAN.  Mr.  Chairman,  I 
make  a  point  of  order  against  the 
amendment. 

The  CHAIRMAN.  The  gentleman 
will  state  it. 

Mr.  BERMAN.  Mr.  Chairman,  I 
make  the  point  of  order  that  the 
amendment  offered  by  the  gentleman 
from  Montana  is  in  violation  of  clause 
7  of  House  rule  XVI  which  prohibits 
the  consideration  of  amendments  on  a 
subject  different  from  that  under  con- 
sideration. Mr.  Chairman,  the  amend- 
ment offered  by  the  gentleman  from 
Montana  carves  out  an  exemption 
from  the  Equal  Access  to  Justice  Act, 
which  authorizes  the  awarding  of  legal 
fees  in  certain  cases  brought  against 
the  Federal  Government.  The  bill 
before  us.  H.R.  2482,  amends  the  Fed- 
eral Insecticide.  Fungicide,  and  Roden- 
ticide  Act  which  concerns  itself  solely 
with  the  regulation  of  pesticides.  Nei- 
ther FIFRA  nor  this  bill  address  the 
issue  of  the  awarding  of  legal  fees. 
Indeed,  the  amendment  offered  by  the 
gentleman  says  that  "Notwithstanding 
any  other  provision  of  law,"  indicating 
clearly  that  he  intends  to  reach  out- 
side the  scope  of  this  bill  and  the  law 
which  it  amends.  The  amendment  goes 
to  a  totally  different  and  nongermane 
matter  to  the  business  before  the  com- 
mittee, and  on  this  basis  I  ask  that  the 
point  of  order  be  sustained. 

The  CHAIRMAN.  Does  the  gentle- 
man from  Montana  [Mr.  Marlenee] 
wish  to  be  heard  on  the  point  of 
order? 

Mr.  MARLENEE.  Yes,  Mr.  Chair- 
man. 

Mr.  Chairman,  my  amendment.  I 
submit,  is  germane  for  the  following 
reasons: 

First,  the  title  of  the  bill  it  is  for 
"other  purposes"  than  amending 
FIFRA. 

Second,  other  examples  of  enact- 
ments amended  by  this  bill  or  by  the 
underlying  FIFRA  Act  are:  the  Feder- 
al Hazardous  Substances  Act;  the 
Poison  Prevention  Packaging  Act;  the 
Federal  Food  Drug  and  Cosmetics  Act; 
and  title  5  of  the  United  States  Code. 

Third,  the  section  and  the  bill  reau- 
thorize programs  and  funding  for  the 
pesticide  programs.  It  also- adds  a  new 
program  (reregistration— section  3 A  of 
FIFRA)  that  is  amended  by  my 
amendment.  Both  the  section  and  the 
bill  relate  to  fees  and  funding  for  the 
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reregistration  program.  Some  of  that 
funding  for  the  reregistration  program 
will  come  from  fees  assessed  against 
registrants  (see  page  42  of  the  bill) 
and  some  will  come  from  appropriated 
funds  (section  816  of  the  bill). 

My  amendment  would  state  how 
some  of  those  funds  could  not  be  uti- 
lized and  I  submit  does  not  violate  the 
rules  of  the  House  on  germaneness. 

Fourth,  my  amendment  is  narrowly 
drawn  and  applies  only  to  "fees  or  ex- 
penses shall  be  awarded  for  any  civil 
action  brought  under  this  section  for 
failure  to  meet  deadlines." 

Representatives  from  the  Environ- 
mental Protection  Agency  and  others 
have  estimated  that  as  high  as  over 
1,000  deadlines  are  included  in  section 
3A  of  the  bill. 

Yesterday  on  this  floor  in  the  debate 
we  were  told  that  this  bill  was  under- 
funded by  $48  million  when  an  amend- 
ment to  increase  registrants  fees  was 
considered  and  defeated. 

Certainly  my  amendment  that  re- 
lates directly  to  that  underfunding  of 
the  bill  can  be  considered  as  germane 
to  this  bill. 

Fifth,  this  bill,  other  than  the  sec- 
tion I  am  amending,  contains  provi- 
sions relating  to  the  actions  against 
the  United  States  for  just  compensa- 
tion (page  53,  section  202,  under  sec- 
tion 1491,  title  28,  United  States 
Code),  and  amends  section  3(c)(D)  of 
the  PIFRA  A  c  relating  to  the  pay- 
ment of  fees  to  arbitrators  and  utiliz- 
ing the  Federal  Mediation  and  Concil- 
iation Service. 

The  bill  also  contains  provisions  re- 
lating to  the  false  statement  statute 
(18  U.S.C.  1001)  and  prosecutions 
thereunder. 

Sixth,  section  9  of  the  FIFRA  Act 
gives  the  EPA  Administrator  author- 
ity to  obtain  and  execute  warrants  and 
section  12  authorizes  the  Administra- 
tor to  make  certain  certification  to  the 
U.S.  Attorney  General.  Section  701  of 
the  act  discusses  patent  term  exten- 
sion for  registrations  of  pesticides. 

The  foregoing  merely  illustrate  the 
diversity  of  the  provisions  contained  in 
the  bill  and  the  underlying  FIFRA 
that.  I  submit,  argue  for  the  germane- 
ness of  my  amendment. 

Seventh,  I  understand,  although  I 
have  not  seen  the  basis  of  Mr.  Her- 
man's point  of  order,  that  it  asserts 
the  nongermaneness  of  my  amend- 
ment based  on  the  fact  that  it  amends 
the  Equal  Access  to  Justice  Act. 

However,  section  2412  (b)  and  (d)  of 
title  28  (Equal  Access  to  Justice  Act) 
specifically  provide  with  respect  to 
fees  and  expenses  of  attorneys  that 
those  subsections  only  apply  "Unless 
expressly  prohibited  by  statute."  (sub- 
section (b))  and  "Except  as  otherwise 
specifically  provided  by  statute."  (sub- 
section (d)). 

It  is  submitted  that  this  bill  which 
reauthorizes  the  PIFRA  programs  and 
funding  can  be  utilized  to  effect  the 


exception  provided  for  in  the  Equal 
Access  to  Justice  Act.  It  is  therefore 
submitted  that  my  amendment  is  ger- 
mane to  this  bill. 

The  CHAIRMAN  (Mr.  McHugh). 
The  Chair  is  prepared  to  rule. 

The  gentleman  from  California 
makes  the  point  of  order  that  the 
amendment  offered  by  the  gentleman 
from  Montana  [Mr.  Marlenee]  is  not 
germane  to  the  text  of  title  I  of  H.R. 
5440.  The  amendment  waives  all  provi- 
sions of  law  which  would  otherwise 
permit  the  awarding  of  attorneys  fees 
in  PIFRA-related  court  cases. 

The  Chair  would  first  note  that  the 
gentleman's  argument  reaches  into 
and  relates  to  titles  of  the  bill  which 
have  not  yet  been  reached  in  the 
amendment  process. 

The  law  being  waived,  moreover,  is 
not  the  FIFRA  law.  but  is  the  Equal 
Access  to  Justice  Act.  a  law  within  the 
jurisdiction  of  another  committee  and 
a  law  not  amended  or  referenced  in 
the  pending  title  of  the  bill.  Nothing 
in  title  I  amends  existing  law  pertain- 
ing to  judicial  review  and  procedures. 

The  gentleman  from  Montana  has 
made  the  point  correctly  that  the 
Equal  Access  of  Justice  Act  says  that 
there  can  be  exceptions  specified  by 
other  statutes. 
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However,  that  does  not  remove  juris- 
diction from  the  Judiciary  Committee 
or  necessarily  change  the  test  of  ger- 
maneness of  amendments  to  other 
laws.  And  therefore,  in  the  opinion  of 
the  Chair,  the  amendment  addresses 
an  issue  within  the  jurisdiction  of  an- 
other committee  and  is  not  germane  to 
the  pending  title. 

The  Chair  therefore  sustains  the 
point  of  order. 

Are  there  additional  amendments  to 
title  I? 

AMENDMENT  OFFERED  BY  MR.  BEDELL 

Mr.  BEDELL.  Mr.  Chairman.  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Bedell:  After 
line  24.  page  44  of  the  bill,  add  the  following 
section  and  renumber  subsequent  sections 
accordingly: 

NEUROTOXICOLOGICAL  AND  BEHAVIORAL  EFFECTS 
TESTING 

Sec.  106.  Section  3  (7  U.S.C.  136a)  is 
amended  by  adding  a  new  subsection  (h)  as 
follows: 

"The  Administrator  shall  develop  meth- 
ods for  testing  to  accurately  detect  neuro- 
toxic and  behavioral  effects  of  pesticides, 
and  their  ingredients,  and  shall,  as  such 
methods  are  developed,  require  to  the 
extent  appropriate  and  necessary,  that  data 
from  such  testing  be  submitted  by  persons 
seeking  to  obtain  or  maintain  pesticide  reg- 
istrations." 

Mr.  BEDELL.  Mr.  Chairman.  I  offer 
this  amendment  on  behalf  of  our  col- 
league. Mr.  Brown  of  California.  It  is 
my  understanding  that  it  has  been  ex- 
plained to  all  parties  and  there  is  no 
objection  to  the  amendment. 
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This  amendment  is  not  a  major  item 
in  this  bill,  but  it  does  plug  one  small 
hole  which  was  left  in  the  revisions 
which  we  are  considering.  I  urge  adop- 
tion of  the  amendment. 

Mr.  ROBERTS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  BEDELL.  I  yield  to  the  gentle- 
man from  Kansas. 

Mr.  ROBERTS.  I  thank  the  gentle- 
man for  yielding. 

I  just  want  to  inform  the  gentleman 
and  my  colleagues  that  we  have  no  ob- 
jection on  our  side  and  wish  to  associ- 
ate myself  with  the  remarks  of  the 
gentleman. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Iowa  [Mr.  Bedell]. 

The  amendment  was  agreed  to. 

The  CHAIRMAN.  Are  there  addi- 
tional amendments  to  title  I? 

If  there  are  no  additional  amend- 
ments to  title  I,  the  Clerk  will  desig- 
nate title  II. 

The  text  of  title  II  is  as  follows: 

TITLE  M— INFORMATION  DISCLOSURE 
SEC.  201.  HlBLIf  RIGHT  TO  KNOW. 

(a)  Pact  Sheets  and  Reports.— Section  7 
(7  U.S.C.  136e)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

■(e)  Public  Right  to  Know.— 

••(1)  Any  producer  operating  an  establish- 
ment in  any  State  shall  prepare  or  obtain  a 
fact  sheet  complying  with  this  subsection 
for  each  active  ingredient  manufactured  or 
used  at  the  establishment.  The  producer 
shall  maintain  copies  of  the  fact  sheet  at 
the  establishment  and  shall  furnish  a  copy 
to  any  person  on  request. 

"(2)  Each  fact  sheet  for  an  ingredient  re- 
quired under  paragraph  (1)  shall— 

"(A)  contain  the  chemical  name,  each 
common  name,  and  any  trade  name  of  the 
ingredient  and  a  summary  of  relevant 
health,  safety,  and  environmental  data  con- 
cerning the  ingredient,  and 

"(B)  be  revised  as  often  as  is  necessary  to 
reflect  current  information  about  the  ingre- 
dient. 

The  Administrator  may  require  a  fact  sheet 
to  be  amended  to  provide  accurate  and  clear 
information  to  the  public. 

••(3)  Each  producer  to  whom  this  subsec- 
tion applies  shall  furnish  to  the  Administra- 
tor annually,  in  accordance  with  regulations 
published  by  the  Administrator,  a  report 
that  includes— 

■(A)  for  each  establishment  operated  by 
the  producer  in  any  State,  the  name  of  each 
ingredient  for  which  a  fact  sheet  is  required 
that  is  manufactured  or  used  at  that  estab- 
lishment, and 

•(B)  for  each  ingredient  for  which  a  fact 
sheet  is  required,  the  location  of  each  estab- 
lishment where  such  ingredient  is  manufac- 
tured or  used  by  the  producer,  and 

•(C)  a  current  copy  of  each  required  fact 
sheet. 

•■(4)  The  fact  sheets  required  by  para- 
graph (1)  and  the  annual  reports  required 
by  paragraph  (3)  shall  be  available  to  the 
public. '•. 

(b)  Confidential  Information.— Section 
7(d)  (7  U.S.C.  136e(d))  is  amended  by  insert- 
ing 'and  production  locations"  after 
"names". 
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SK(  ,  202.  DATA  DISCLOSlRiC  TO  STATES. 

(a)  States— Section  10  (7  U.S.C.  136h)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(h)  Data  Disclosure  to  States.— 

■•(1)  In  general.— The  Administrator  may 
disclose  to  a  State  any  data  or  information 
acquired  under  this  Act  if  the  State  assures 
the  Administrator,  and  the  Administrator 
determines,  that  the  submitter  of  the  data 
or  information  will  receive  no  less  protec- 
tion with  respect  to  the  disclosure  and  use 
of  the  data  or  information  by  the  State 
than  is  provided  by  section  3  and  this  sec- 
tion. 

"(2)  Action  for  just  compensation.— For 
the  purpose  of  any  action  that  may  lie 
against  the  United  States  for  just  compensa- 
tion under  section  1491  of  title  28.  United 
States  Code— 

"(A)  the  disclosure  or  use  of  data  or  infor- 
mation provided  by  the  Administrator 
under  paragraph  ( 1 )  to  a  State  in  a  manner 
inconsistent  with  this  section  or  section  3 
shall  be  considered  a  taking  of  property, 
and 

"(B)  the  act  of  a  State  with  respect  to 
such  data  or  information  shall  be  considered 
an  act  of  theUnited  States. 

"(3)  Required  Disclosure.— The  Adminis- 
trator shall  disclose  to  a  State  any  data  or 
information  acquired  under  this  Act  if  the 
State  assures  the  Administrator,  and  the 
Administrator  determines,  that— 

"(A)  the  submitter  of  the  data  or  informa- 
tion will  receive  no  less  protection  with  re- 
spect to  the  disclosure  and  use  of  the  data 
or  information  by  the  State  than  is  provided 
by  section  3  and  this  section,  and 

"(B)  the  law  of  the  State  allows  the  sub- 
mitter of  the  data  or  information  to  recover 
just  compensation  in  a  civil  action  against 
the  State  for  losses  resulting  from  the  dis- 
closure or  use  of  the  data  or  information  by 
the  State  or  its  employees  or  agents  in  a 
manner  inconsistent  with  section  3  or  this 
section.". 

(b)  Data  System.— Section  31  (7  U.S.C. 
136y)  is  redesignated  as  section  33  and  the 
following  new  section  is  inserted  after  sec- 
tion 30: 

"SEC.  31.  COLLECTION.  DISSEMINATION.  AND  ISE 
OF  DATA. 

"(a)  Data  Systems.— The  Administrator 
shall  establish,  administer,  and  be  responsi- 
ble for  the  continuing  activities  of  a  com- 
mittee within  the  Environmental  Protection 
Agency  that  shall  design,  establish,  and  co- 
ordinate an  efficient  system,  within  such 
agency,  for  the  collection,  dissemination  to 
other  Federal  departments  and  agencies  or 
States,  and  use  of  the  data  submitted  to  the 
Administrator  under  this  Act.  The  Adminis- 
trator shall  ensure  the  completion,  within 
36  months  after  the  effective  date  of  the 
Federal  Insecticide,  Fungicide,  and  Rodenti- 
cide  Act  Amendments  of  1986,  of  the  design 
and  implementation  of  the  system  and  pro- 
cedures required  by  this  subsection.  The 
agency  committee  so  established  shall  solicit 
advice  from  data  users  outside  the  Federal 
Government  through  means  of  a  permanent 
advisory  committee  that  shall  consist  of  rep- 
resentatives from  private  groups.  State  gov- 
ernments and  organizations,  and  industry, 
and  other  representatives  as  may  be  appro- 
priate. 

"(b)  Data  Retrieval.— The  Administrator, 
in  consultation  and  cooperation  with  the 
Secretary  of  Agriculture  and  other  heads  of 
appropriate  Federal  and  State  departments 
and  agencies,  shall  design,  establish,  and  co- 
ordinate an  efficient  and  effective  system 
for  the  retrieval  of  pesticidal.  toxicological. 


and  other  scientific  data  that  could  be 
useful  to  the  Administrator  in  carrying  out 
this  Act.  Systematized  retrieval  shall  be  de- 
veloped for  use  by  all  Federal  and  State  de- 
partments and  agencies  with  responsibilities 
in  the  area  of  regulation  or  study  of  pesti- 
cides and  their  effect  on  man  and  the  envi- 
ronment. 

"(c)  Index.— In  designing  and  implement- 
ing the  systems  required  by  subsections  (a) 
and  (b),  the  Administrator  shall  index  infor- 
mation by  pesticide  name.  Chemical  Ab- 
stracts Service  registry  number,  establish- 
ment site,  and  submitter  so  that  informa- 
tion can  be  retrieved  in  a  timely  and  useful 
manner. 

■■(d)  Report.— The  Administrator,  within 
24  months  after  the  effective  date  of  the 
Federal  Insecticide,  Fungicide,  and  Rodenti- 
cide  Act  Amendments  of  1986,  shall  submit 
a  report  to  Congress  on  the  progress  made 
in  designing  and  implementing  the  systems 
for  information  management  required  by 
this  section.  The  report  shall  address  the 
handling  of  information  submitted  before 
the  effective  date  of  the  Federal  Insecticide, 
Fungicide,  and  Rodenticide  Act  Amend- 
ments of  1986  as  well  as  the  procedures  es- 
tablished to  ensure  that  collection  of  infor- 
mation after  such  date  will  comply  with  this 
section. 

■■(e)  Confidentiality.— Dissemination  of 
information  and  data  collected  under  this 
section  to  any  State  shall  be  subject  to  sec- 
tion 10. 

■■(f)  Authorization.— There  are  author- 
ized to  be  appropriated  for  fiscal  years  1987, 
1988,  1989,  1990.  and  1991  such  sums  as  may 
be  necessary  to  carry  out  this  section. "■. 

amendment  offered  by  MR.  COLEMAN  OF 
MISSOURI 

Mr.  COLEMAN  of  Missouri.  Mr, 
Chairman,  I  offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Coleman  of 
Missouri:  Page  56.  insert  after  line  19  the 
following: 

SEC.  203.  NOTICE  FOR  STORED  CANCELLED  OR  Sl'S- 
PENDED  PESTICIDES. 

(a)  Notice.— Section  6  (7  U.S.C.  136d)  is 
amended  by  redesignating  subsection  (f)  as 
subsection  (g)  and  by  inserting  after  subsec- 
tion (e)  the  following: 

■■(f)  Notice.—  Any  producer  or  exporter  of 
pesticides,  registrant  of  a  pesticide,  appli- 
cant for  registration  of  a  pesticide,  applicant 
for  or  holder  of  an  experimental  use  permit, 
pesticide  testing  facility,  commercial  appli- 
cator, or  any  person  who  distributes  or  sells 
any  pesticide  which  has  in  its  possession  any 
pesticide  which  has  had  its  registration  can- 
celed or  suspended  under  this  section  shall 
notify  the  Administrator  and  appropriate 
State  and  local  officials  of— 

■■(1)  such  possession, 

■■(2)  the  quantity  of  such  pesticide  in  its 
possession,  and 

■■(2)  the  place  at  which  such  pesticide  is 
stored. 

The  Administrator  shall  transmit  a  copy  of 
each  notice  submitted  under  this  subsection 
to  the  regional  office  of  the  Environmental 
Protection  Agency  which  has  jurisdiction 
over  the  place  of  pesticide  storage  identified 
in  the  notice.". 

(b)  Enforcement.— Subparagraph  (K)  of 
section  12(a)(2)(7  U.S.C.  136j)  is  amended  to 
read  as  follows: 

■■(K)  except  as  provided  in  section  6(a)(1), 
to  violate  any  cancellation  of  a  registration 
of  a  pesticide  under  section  6  and  to  fail  to 
submit  a  notice  in  accordance  with  section 
6(f);". 


Page  2,  in  the  table  of  contents,  insert  at 
the  end  of  title  II  the  following: 
Sec.  203.  Notice  for  stored  cancelled  or  sus- 
pended pesticides. 

Mr.  COLEMAN  of  Missouri  [during 
the  reading].  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  amend- 
ment be  considered  as  read  and  print- 
ed in  the  Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Missouri? 

There  was  no  objection. 

Mr,  COLEMAN  of  Missouri.  Mr. 
Chairman,  I  ask  unanimous  consent, 
further,  that,  in  that  amendment 
which  was  published  in  the  Record,  as 
required  under  the  rule,  on  page 
H6961,  the  word  ■and"  following  'sec- 
tion 6"  in  paragraph  (b)  entitled  "EN- 
FORCEMENT" be  struck  and  insert  in 
lieu  thereof  the  word  ■or". 

Is  there  objection  to  the  request  of 
the  gentleman  from  Missouri? 

There  was  no  objection. 

The  text  of  the  amendment,  as 
modified,  is  as  follows: 

Amendment  offered  by  Mr.  Coleman  of 
Missouri,  as  modified:  Page  56,  insert  after 
line  19  the  following: 

SEC.  203.  NOTICE  FOR  S'n)RED  CANCELLED  OR  SIS- 
PENDED  PESTICIDES. 

(a)  Notice.— Section  6  (7  U.S.C.  136d)  is 
amended  by  redesignating  subsection  (f)  as 
subsection  (g)  and  by  inserting  after  subsec- 
tion (e)  the  following: 

■■(f)  Notice.— Any  procedure  or  exporter 
of  pesticides,  registrant  of  a  pesticide,  appli- 
cant for  registration  of  a  pesticide,  applicant 
for  or  holder  of  an  experimental  use  permit, 
pesticide  testing  facility,  commercial  appli- 
cator, or  any  person  who  distributed  or  sells 
any  pesticide  which  has  in  its  possession  any 
pesticide  which  has  had  its  registration  can- 
celled or  suspended  under  this  section  shall 
notify  the  Administrator  and  appropriate 
State  and  local  officials  of— 

■■(1)  such  possession, 

■■(2)  the  quantity  of  such  pesticide  in  its 
possession,  and 

•  (2)  the  place  at  which  such  pesticide  is 
stored. 

The  Administrator  shall  transmit  a  copy  of 
each  notice  submitted  under  this  subsection 
to  the  regional  office  of  the  Environmental 
Protection  Agency  which  has  jurisdiction 
over  the  place  of  pesticide  storage  identified 
in  the  notice.". 

(b)  Enforcement.— Subparagraph  (k)  of 
section  12(a)(2)(7  U.S.C.  136j)  is  amended  to 
read  as  follows: 

■•(K)  except  as  provided  in  section  6(a)(1), 
to  violate  any  cancellation  of  a  registration 
of  a  pesticide  under  section  6  or  to  fail  to 
submit  a  notice  in  accordance  with  section 
6(f):". 

Page  2,  in  the  table  of  contents,  insert  at 
the  end  of  title  II  the  following: 

Sec.  203.  Notice  for  stored  cancelled  or  sus- 
pended pesticides. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Chairman,  just  over  1  month  ago.  eth- 
ylene dibromide.  commonly  known  as 
EDB.  was  discovered  leaking  from  1- 
and  5-gallon  containers  in  the  base- 
ment of  a  warehouse  in  St.  Joseph, 
MO.  The  leak  was  found  by  two  police- 
men who,  while  investigating  a  possi- 
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ble  burglary,  were  overcome  by  the 
fumes  of  this  toxic  pesticide.  At  the 
time,  the  only  government  officials 
who  knew  that  64,000  gallons  of  EDB 
were  stored  at  this  warehouse  were 
employees  of  the  EPA  Office  of  Pesti- 
cides here  in  Washington.  Local  fire 
and  health  officials  were  unaware  of 
the  presence  of  the  EDB,  officials  of 
the  Missouri  Department  of  Natural 
Resources  and  regional  EPA  officials 
did  not  know  of  the  location  of  the 
stored  pesticide.  Had  there  been  a  fire 
at  this  warehouse,  the  responding  fire- 
fighters would  not  have  known  that 
EDB  and  245-T,  which  contains 
dioxin,  were  stored  in  the  warehouse 
and  that  they  had  a  chemical  fire  on 
their  hands.  A  fire  at  this  warehouse 
could  have  caused  serious  injury  and 
have  had  long-term  environmental 
consequences. 

In  the  near  future,  EPA  will  be  re- 
viewing the  registrations  on  more  than 
600  pesticides.  EPA  foresees  suspend- 
ing several  of  these  registrations, 
which  will  mean  even  more  pesticides 
will  be  placed  in  storage  for  indefinite 
periods  of  time. 

The  problem  with  putting  suspended 
or  canceled  pesticides  into  storage  is 
that  the  containers  pesticides  are 
stored  in  for  sale  are  not  designed  to 
last  for  long  periods  of  time.  For  ex- 
ample, the  containers  that  St.  Joseph 
EDB  were  stored  in  were  not  meant  to 
last  for  more  than  1  year.  Since  EDB 
is  a  corrosive  material  and  it  has  been 
sitting  in  these  containers  for  3  years, 
it  is  not  surprising  that  many  of  these 
containers  were  found  leaking. 

Today  I  am  offering  two  amend- 
ments to  H.R.  2482.  to  provide  the  En- 
vironmental Protection  Agency  as  well 
as  State  and  local  officials  with  the 
authority  they  need  to  deal  with  the 
difficult  problem  of  suspended  or  can- 
celed pesticides  in  offsite  storage  fa- 
cilities. 

My  amendments  take  the  first  steps 
in  closing  a  wide  gap  in  Federal  law  by 
providing  for  oversight  on  the  storage 
of  suspended  or  canceled  pesticides.  I 
have  consulted  with  the  EPA  on  the 
texts  of  these  amendmets  and  they  be- 
lieve that  these  initiatives  provide  new 
mechanisms  which  are  workable  and 
would  help  in  ensuring  that  suspended 
and  canceled  pesticides  are  handled 
safely. 

My  first  amendment  requires  that 
any  producer,  seller,  exporter,  distrib- 
utor of  pesticides,  a  commercial  appli- 
cator or  pesticide  testing  facility  that 
has  possession  of  a  pesticide  which  has 
had  its  registration  canceled  or  sus- 
pended must  notify  the  administrator 
of  EPA  and  the  appropriate  local  and 
State  officials  of  the  location,  type 
and  quantity  of  a  suspended  or  can- 
celed pesticide  they  have  in  storage. 
Included  in  this  amendment  is  the  re- 
quirement that  the  EPA  Administra- 
tor notify  the  regional  office  with  ju- 


risdiction over  the  stored  suspended  or 
canceled  pesticide. 

Mr.  DE  LA  GARZA.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  COLEMAN  of  Missouri.  I  yield 
to  the  gentleman  from  Texas,  the 
chairman  of  the  committee. 

Mr.  DE  LA  GARZA.  I  thank  the  gen- 
tleman for  yielding. 

Mr.  Chairman,  we  think  the  gentle- 
man makes  a  positive  contribution  to 
this  legislation,  and  we  would  have  no 
objection  to  his  amendment  on  this 
side. 

Mr.  COLEMAN  of  Missouri.  I  thank 
the  gentleman  for  those  comments. 

Mr.  ROBERTS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  COLEMAN  of  Missouri.  I  yield 
to  the  gentleman  from  Kansas. 

Mr.  ROBERTS.  Mr.  Chairman,  I 
know  of  no  objections  to  this  amend- 
ment and  commend  the  gentleman 
from  Missouri  for  offering  this  amend- 
ment. 

The  public  right-to-know  section  is 
one  of  the  positive  things  that  is  in 
the  FIFRA  rewrite  that  we  are  consid- 
ering today.  The  public  is  concerned 
over  chemicals  that  are  being  pro- 
duced and  manufactured  in  their 
hometowns.  They  have  a  right  to 
know  that  the  plant  down  the  street  is 
producing  toxic  substances. 

The  local  police  and  fire  officials 
have  the  right  to  know.  It  helps  them 
plan  for  emergencies  and  know  what 
types  of  equipment  to  have  on  hand. 

The  FIFRA  rewrite  we  are  consider- 
ing establishes  the  requirement  that 
chemical  manufacturers  supply  mate- 
rial data  safety  sheets  to  the  EPA  so 
that  these  can  be  distributed  to  con- 
cerned public  officials  and  citizens. 

However,  the  gentleman  from  Mis- 
souri has  discovered  a  point  in  the 
FIFRA  bill  that  Agriculture  Commit- 
tee overlooked.  Our  bill  only  covers 
current  manufacturing  and  processing 
facilities.  It  doesn't  address  that  ware- 
house that  appears  to  be  storing  only 
harmless  products  but  has,  in  fact, 
become  a  dumping  ground  or  storage 
site  for  canceled  or  suspended  pesti- 
cides. I  commend  the  gentleman  from 
Missouri  for  the  amendment.  It  is  a 
worthwhile  addition  to  FIFRA  and  I 
urge  my  colleagues  to  support  it. 

Mr.  BEDELL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  COLEMAN  of  Missouri.  I  yield 
to  the  gentleman  from  Iowa. 

Mr.  BEDELL.  I  thank  the  gentleman 
for  yielding. 

Mr.  Chairman,  I  also  wish  to  com- 
mend the  gentleman  from  Missouri  for 
his  amendment,  I  support  the  amend- 
ment and  believe  it  improves  the  bill. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Chairman,  I  thank  my  colleagues  for 
their  voices  of  support. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Missouri  [Mr.  Coleman],  as 
modified. 
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The  amendment, 
agreed  to. 

AMENDMENT  OFFERED  BY  MR.  COLEMAN  OF 
MISSOURI 

Mr.  COLEMAN  of  Missouri.  Mr. 
Chairman,  I  offer  an  amendment. 

The  CHAIRMAN.  The  Chair  would 
inquire,  is  this  amendment  directed  to 
title  II? 

Mr.  COLEMAN  of  Missouri.  Mr. 
Chairman,  I  believe  it  is  to  title  III. 

Mr.  Chairman,  since  the  amendment 
relates  to  what  I  just  did,  I  would  ask 
unanimous  consent  to  offer  this 
amendment  out  of  order  since  it  re- 
lates directly  to  the  previous  amend- 
ment and  by  explanation  thereof. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Missouri? 

Mr.  DE  LA  GARZA.  Mr.  Chairman,  re- 
serving the  right  to  object,  we  have  no 
objection  to  the  amendment  or  to  the 
unanimous-consent  request  made  by 
the  gentleman. 

Mr.  Chairman,  I  withdraw  my  reser- 
vation of  objection. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Missouri? 

There  was  no  objection. 

The  CHAIRMAN.  The  Clerk  will 
report  the  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Coleman  of 
Missouri:  Page  88,  line  8,  insert  after  the 
comma  the  following:  "and  to  enter  any 
place  where  a  pesticide  which  has  had  its 
registration  cancelled  or  suspended  under 
section  6  is  stored". 

Mr.  COLEMAN  of  Missouri  (during 
the  reading).  Mr,  Chairman,  I  ask 
unanimous  consent  that  the  amend- 
ment be  considered  as  read  and  print- 
ed in  the  Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Missouri? 

There  was  no  objection. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Chairman,  we  just  agreed  to  an 
amendment  requiring  notification  of 
canceled  pesticides  and  their  location. 
This  amendment  authorizes  the  EPA 
to  inspect  facilities  where  canceled  or 
suspended  pesticides  are  stored.  Since 
reporting  in  and  of  itself  is  not  suffi- 
cient to  ensure  the  safety  of  people 
living  and  working  near  stored  sus- 
pended or  canceled  pesticides,  I  believe 
that  it  is  essential  to  give  EPA  the  dis- 
cretionary authority  to  conduct  in- 
spections at  storage  facilities.  This  au- 
thority should  be  invoked  in  cases  of 
high  volumes  of  suspended  or  canceled 
pesticides  in  long-term  storage. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Missouri  [Mr.  Coleman]. 

The  amendment  was  agreed  to. 

The  CHAIRMAN.  Are  there  any  fur- 
ther amendments  to  title  II? 

If  not,  the  Clerk  will  designate  title 
III. 
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The  text  of  title  III  is  as  follows: 

TITLE  III-REVIEW  AND  CANCELLATION 

SEC.      301       PIBI-If      INTERIM      ADMINISTRATIVE 
REVIEW. 

(a)  Section  3(c)(8).— Paragraph  (8)  of  sec- 
tion 3(c)  (7  U.S.C.  136a(c)(8))  is  amended  to 
read  as  follows: 

"(8)  Public  interim  administrative 
review  proceedings.— 

"(A)  In  general.- a  public  interim  admin- 
istrative review  process  to  determine  wheth- 
er the  use  of  a  pesticide  (including  a  catego- 
ry of  pesticides)  may  cause,  unreasonable  ad- 
verse effects  on  the  environment  shall  be 
conducted  in  accordance  with  this  para- 
graph. 

"(B)  Criteria  for  initiating  a  public  in- 
terim ADMINISTRATIVE  REVIEW.— 

"(i)  Criteria  for  initiating  a  public  interim 
administrative  review  of  a  pesticide  shall  be 
set  forth  in  regulations  published  by  the 
Administrator. 

"(ii)  Such  criteria  shall  be  established  on 
the  basis  of  levels  of  risk  and  may  include 
consideration  of  currently  available  expo- 
sure data. 

"(iii)  Absence  of  exposure  data  shall  not 
delay  or  preclude  initiation  of  a  public  inter- 
im administrative  review.  The  Administra- 
tor may  decline  to  initiate  a  public  interim 
administrative  review  solely  on  the  basis  of 
exposure  only  if  adequate  data  on  all  rele- 
vant means  of  exposure  have  been  consid- 
ered. 

"(C)  Review  requirement.— The  Adminis- 
trator may  not  initiate  a  public  interim  ad- 
ministrative review  process  to  develop  a 
risk-benefit  evaluation  of  the  ingredients  of 
a  pesticide  or  any  of  its  uses  before  initiat- 
ing a  formal  action  to  cancel,  suspend,  or 
deny  the  registration  of  such  pesticide  re- 
quired under  this  Act  unless  such  public  in- 
terim administrative  review  process  is  based 
on  a  validated  test  or  other  significant  evi- 
dence raising  prudent  concerns  of  unreason- 
able adverse  risk  to  man  or  to  the  environ- 
ment. 

"(D)  PREREVIEW  NOTICE  PROCEDURES.— 

"(i)  On  receipt  of  information  respecting  a 
pesticide  demonstrating  that  the  criteria  for 
initiating  a  public  interim  administrative 
review  established  under  subparagraph  (B) 
have  been  met,  the  Administrator  shall  im- 
mediately notify  all  registrants  of  such  pes- 
ticide and  provide  the  registrants  with  ap- 
propriate information  and  an  explanation  of 
the  manner  in  which  the  criteria  have  been 
met. 

"(ii)  Not  later  than  30  days  after  receipt  of 
a  notice  provided  under  clause  (i),  a  regis- 
trant may  respond  to  such  notice. 

"(iii)  Not  later  than  60  days  after  the  Ad- 
ministrator provided  a  notice  under  clause 
(i)  concerning  a  pesticide,  the  Administrator 
shall  determine  whether  a  public  interim 
administrative  review  of  the  pesticide  shall 
be  initiated. 

"(E)  Notice.— If  the  Administrator  in- 
tends to  initiate  a  public  interim  administra- 
tive review  of  a  pesticide  that  is  registered 
for  agricultural  uses,  the  Administrator 
shall  notify  the  Secretary  of  Agriculture  of 
the  intention  to  initiate  such  review  and  the 
reasons  therefor. 

"(F)  Review  procedure.— 

"(i)  Any  public  interim  administrative 
review  proceeding  shall  be  initiated  and  con- 
ducted in  accordance  with  regulations  pub- 
lished by  the  Administrator.  Such  regula- 
tions shall  provide  that  a  public  interim  ad- 
ministrative review  shall  include— 

"(I)  a  notice  of  initiation  of  the  public  in- 
terim administrative  review  and  opportunity 
for  public  comment  on  such  notice. 


"(II)  a  notice  of  a  preliminary  determina- 
tion and  opportunity  for  public  comment  on 
such  notice,  and 

"(III)  a  notice  of  a  final  determination, 
except  that  such  regulations  may  authorize 
the  Administrator  to  combine  or  forgo  any 
such  notice. 

"(ii)  Any  proposed  determination  of  the 
Administrator  shall  be  submitted  to  the  Sci- 
entific Advisory  Panel  established  under 
section  25(d)  "at  its  next  scheduled  meeting 
for  comment  solely  on  relevant  scientific 
issues.  The  public  may  submit  comments  to 
the  Scientific  Advisory  Panel  concerning 
such  issues. 

"(iii)  The  notice  of  the  initiation  of  a 
public  interim  administrative  review  or  the 
notice  of  a  preliminary  determination  shall 
state  the  basis  for  such  review  or  determina- 
tion and  include  a  request  for  any  additional 
data  needed'  and  a  bibliography  of  all  scien- 
tific data  and  studies  and  expert  analyses 
concerning  the  risks  or  benefits  of  the  pesti- 
cide that  are  under  review.  Information  in 
the  bibliography  shall  be  made  available  to 
the  public  consistent  with  the  requirements 
of  section  10.  The  Administrator  shall  deter- 
mine, to  the  extent  feasible,  before  the  initi- 
ation of  the  public  interim  administrative 
review  which  data  in  the  bibliography  may 
be  disclosed  to  the  public  under  section 
10(d)(1).  If  the  Administrator  receives  addi- 
tional data  concerning  such  risks  or  bene- 
fits, the  Administrator,  within  30  days  after 
receiving  the  additional  data,  shall  revise 
the  bibliography  to  reflect  such  data  and 
make  the  revised  bibliography  available  to 
the  public. 

"(iv)  Not  later  than  90  days  after  the  pub- 
lication of  a  notice  of  the  initiation  of  a 
public  interim  administrative  review  or  a 
notice  of  a  preliminary  determination,  com- 
ments may  be  submitted  on  such  review  or 
determination.  Any  person  who  submits 
comments  shall  disclose  to  the  Administra- 
tor all  scientific  data  and  studies  and  expert 
analyses  in  such  person's  possession  con- 
cerning the  risks  or  benefits  of  the  pesticide 
that  are  under  review  that  were  not  includ- 
ed in  the  bibliography  included  in  such 
notice.  If  such  person  receives  additional 
scientific  data  or  studies  or  expert  analyses 
of  such  data  or  studies  that  were  not  includ- 
ed in  such  bibliography,  the  person  shall 
disclose  such  scientific  data,  studies,  and 
expert  analysis  to  the  Administrator  within 
30  days  after  receipt. 

"(V)  Not  later  than  18  months  after  the 
initiation  of  a  review,  the  Administrator 
shall  decide  which  regulatory  action  (if  any) 
to  take  regarding  the  pesticide  that  is  the 
subject  of  the  review  and  shall  publish  the 
decision. 

"(vi)  The  time  limits  specified  in  this  sub- 
paragraph may  not  be  extended,  except  in 
exceptional  circumstances  in  which— 

"(I)  additional  data  critical  to  a  fair  and 
accurate  determination  of  risks  posed  by  the 
pesticide  subject  to  review  are  required, 

"(II)  the  extension  is  for  a  period  limited 
to  the  time  required  to  obtain  such  data  on 
an  expedited  basis  and  in  no  event  to  exceed 
1  year,  and 

"(III)  the  Administrator  acted  to  obtain 
the  additional  data  at  the  time  the  public 
interim  administrative  review  was  initiated 
unless  the  Administrator  could  not  have 
reasonably  known  of  the  need  for  such  data 
at  such  time. 

"(G)  Judicial  review.— Any  person  may 
seek  judicial  review  under  section  16(a)  of 
the  failure  of  the  Administrator  to  act 
within  the  time  period  prescribed.under  this 
paragraph.". 


(b)  Scientific  Advisory  Panel.— The  first 
sentence  of  section  25(d)  (7  U.S.C.  136w(d)) 
is  amended  by  striking  out  "The"  and  in- 
serting in  lieu  thereof  "Except  with  respect 
to  a  referral  under  section  3(c)(8)(P),  the". 

(c)  Application  of  Amendments —The 
amendments  made  by  this  section  shall 
apply  to  public  interim  administrative  re- 
views under  section  3(c)(8)  of  the  Federal 
Insecticide,  Fungicide,  and  Rodenticide  Act 
initiated  after  January  1,  1987. 

SEC.  302.  PROCEEDINGS  INDER  SECTION  6. 

Section  6  (7  U.S.C  136d)  is  amended  by  re- 
designating subsection  (f)  as  subsection  (i) 
and  by  inserting  after  subsection  (e)  the  fol- 
lowing: 

"(f)  Hearing  Procedures  After  Public  In- 
terim Administrative  Review.— 

"(1)  General  rule.— Subsection  (d),  as 
modified  by  the  special  rules  of  paragraphs 
(2)  and  (3)  of  this  subsection,  shall  govern 
any  hearing  under  subsection  (d)  that  re- 
sults from  the  Administrator's  final  deter- 
mination in  a  public  interim  administrative 
review  proceeding  under  section  3(c)(8)  that 
is  initiated  after  January  1.  1987.  that  in- 
cludes an  opportunity  for  comment  on  a 
notice  of  preliminary  determination  issued 
in  connection  with  such  review,  and  for 
which  the  time  between  the  first  public 
notice  for  such  review  under  section 
3(c)(8)(F)  and  the  close  of  the  last  comment 
period  provided  for  such  review  is  not  less 
than  180  days. 

"(2)  Request  for  hearing.— Any  person 
who  is  adversely  affected  by  a  decision  of 
the  Administrator  respecting  a  pesticide  (in- 
cluding a  person  without  an  economic  inter- 
est in  such  pesticide)  following  a  public  in- 
terim administrative  review  described  by 
paragraph  (1)  may  request,  or  intervene  in. 
a  hearing  in  the  manner  provided  by  subsec- 
tion (b)(2)(B)  within  30  days  after  such  deci- 
sion. A  person  may  request  a  hearing,  or  in- 
tervene in  a  hearing,  only  if  that  person 
submitted  comments  during  the  public  in- 
terim administrative  review  proceeding  and 
otherwise  complied  with  section  3(c)(8)(F). 

••(3)  Procedures.— 

••(A)  At  the  request  of  a  party,  the  admin- 
istrative law  judge  conducting  the  hearing 
may  receive  into  evidence  portions  of  the 
public  interim  administrative  review  record 
and  other  evidence  if  the  party  demon- 
strates that  such  portions  of  the  record  and 
other  evidence  are  relevant  and  material  to 
the  disputed  issues  and  are  not  unduly  rep- 
etitious and  a  competent  witness  is  made 
available  to  be  cross-examined  on  all  mat- 
ters relating  to  such  evidence.  Direct  testi- 
mony of  witnesses  concerning  scientific  data 
or  studies  that  were  not.  but  could  have 
been,  obtained  and  submitted  in  the  public 
interim  administrative  review  proceeding  by 
the  exercise  of  due  diligence  by  the  offering 
party  shall  not  be  admissible. 

"(B)  The  right  of  other  parties  to  con- 
front and  cross-examine  witnesses  with  re- 
spect to  such  evidence  shall  be  preserved 
with  respect  to  material  issues  of  adjudica- 
tive fact,  so  long  as  such  cross-examination 
is  not  unduly  repetitious. 

"(C)(i)  Not  later  than  120  days  after  the 
administrative  law  judge  is  appointed,  pre- 
hearing matters  shall  be  completed  and  the 
hearing  shall  commence. 

•(ii)  The  administrative  law  judge  may  es- 
tablish a  schedule  for  prehearing  matters, 
including  discovery  and  motions,  and  shall 
ensure  that  the  hearing  schedule  is  met. 
The  administrative  law  judge  shall  Issue 
such  orders  as  are  appropriate  for  the  pur- 
pose of  simplifying  and  clarifying  Issues, 
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specifying  the  order  of  presentation  of  wit- 
nesses, and  allocating  the  time  for  cross-ex- 
amination, briefing,  and  decision. 

"(iii)  Discovery  shall  be  permitted  after 
the  expiration  of  120  days  after  the  appoint- 
ment of  the  administrative  law  judge  on  a 
determination  by  the  administrative  law 
judge  that  (I)  such  discovery  shall  not  in 
any  way  unreasonably  delay  the  proceeding, 
(II)  the  information  to  l>e  obtained  is  not 
otherwise  obtainable,  and  (III)  such  infor- 
mation has  significant  probative  value  and 
is  necessary  to  obtain  relevant  evidence 
needed  to  resolve  a  material  issue  in  dispute. 

"'(D)  Any  challenge  to— 

■•(i)  the  authority  to  issue,  or 

•'(ii)  the  procedural  correctness  of  the  is- 
suance of, 

any  notice  of  intent  to  cancel  or  change 
classification  or  to  any  request  for  a  hearing 
or  motion  to  intervene  shall  be  filed  with 
the  administrative  law  judge  not  later  than 
30  days  before  the  commencement  of  the 
evidentiary  phase  of  the  hearing. 

■•(E)  Not  later  than  30  days  before  the 
hearing  commences,  each  party  shall  make 
available  to  the  other  parties  the  names  of 
the  expert  and  other  witnesses  the  party  ex- 
pects to  call,  together  with  a  brief  narrative 
summary  of  their  expected  testimony  and  a 
list  of  all  documents  and  exhibits  that  the 
party  expects  to  introduce  into  evidence. 
Thereafter,  witnesses,  documents,  or  exhib- 
its may  be  added  and  narrative  summaries 
of  expected  testimony  amended  on  motion 
by  a  party. 

"(F)  If  new  studies  become  available  that 
were  not  available  during  the  public  interim 
administrative  review,  the  administrative 
law  judge,  on  request  of  any  party  and  when 
in  the  judgment  of  the  administrative  law- 
judge  it  is  necessary,  may  submit  such  stud- 
ies to  the  Scientific  Advisory  Panel  estab- 
lished under  section  25(d)  for  supplemental 
comment  on  an  expedited  basis  under  such 
time  limits  as  may  be  established  by  the  ad- 
ministrative law  judge. 

"(G)  The  administrative  law  judge  shall 
schedule  the  presentation  and  examination 
of  witnesses  so  that  the  presentation  of  evi- 
dence is  completed  within  60  days  after  the 
commencement  of  the  hearing,  except  that 
the  schedule  shall  not  prejudice  the  right  of 
a  party  to  present  evidence.  The  person  who 
requested  a  hearing  on  an  issue  shall  have 
the  burden  of  going  forward  to  present  an 
affirmative  case  and  shall  have  the  burden 
of  proof  as  to  that  issue. 

"(H)  A  hearing  conducted  in  accordance 
with  this  subsection  shall  be  completed  and 
the  Administrator  shall  make  a  final  deci- 
sion within  300  days  after  the  issuance  of 
the  notice  that  gave  rise  to  the  hearing.  The 
time  limit  imposed  by  this  subparagraph 
may  not  be  extended,  except  in  exceptional 
circumstances  in  which  such  extension  is  es- 
sential for  a  fair  and  accurate  determination 
of  pivotal  facts  central  to  the  proceeding.  In 
no  event  may  such  time  limit  be  extended 
more  than  180  days.  Any  other  time  limit 
imposed  by  this  paragraph  may  be  extended 
for  good  cause. 

■■(I)  Failure  to  complete  a  hearing  and 
make  a  final  decision  within  the  time  period 
prescribed  by  subparagraph  (H)  shall  be 
grounds  for  a  civil  action  in  a  district  court 
of  the  United  States  seeking  an  order  to  es- 
tablish a  schedule  requiring  the  prompt 
completion  of  the  hearing,  but  shall  not  be 
grounds  for  termination  of  the  hearing  or 
for  making  a  final  decision  respecting  the 
pesticide  that  is  the  subject  of  the  hear- 
ing.". 


SBC.  303.  IAS<EI,I,ATI()N  AM)  lllANCt:  IN  (i.ASSI- 
KK'ATKIN  OR  LAHGLS. 

Subsection  (b)  of  section  6  (7  U.S.C. 
136d(b))  is  amended  to  read  as  follows: 

■(b)  Cancellation  and  Change  in  Classi- 
fication OR  Labels.— 

■■(1)  Notice  of  cancellation  or  change  in 
classification.— 

"(A)  If  it  appears  to  the  Administrator 
that  a  pesticide  or  its  labeling  or  other  ma- 
terial required  to  be  submitted  does  not 
comply  with  this  Act  or.  when  used  in  ac- 
cordance with  widespread  and  commonly 
recognized  practice,  generally  causes  unrea- 
sonable adverse  effects  on  the  environment, 
the  Administrator  may  issue  a  notice  of 
intent— 

"(i)  to  cancel  its  registration  or  to  change 
its  classification  together  with  the  reasons 
(including  the  factual  basis)  for  the  action 
of  the  Administrator,  or 

■■(ii)  to  hold  a  hearing  to  determine 
whether  or  not  its  registration  should  be 
canceled  or  its  classification  changed. 

■•(B)  A  notice  issued  under  subparagraph 
(A)  shall  be  sent  to  each  registrant  of  the 
pesticide  with  respect  to  which  the  notice  is 
issued  and  shall  be  made  public. 

'•(C)  In  determining  whether  to  issue  a 
notice  under  subparagraph  (A),  the  Admin- 
istrator shall  include  among  those  factors  to 
be  taken  into  account  the  impact  of  the 
action  proposed  in  such  notice  on  produc- 
tion and  prices  of  agricultural  commodities, 
retail  food  prices,  and  otherwise  on  the  agri- 
cultural economy. 

••(D)(i)  Not  later  than  60  days  before  send- 
ing a  notice  to  a  registrant  or  making  public 
such  notice  under  subparagraph  (B),  which- 
ever occurs  first,  the  Administrator  shall 
provide  the  Secretary  of  Agriculture  with  a 
copy  of  the  proposed  notice  under  subpara- 
graph (A)  and  an  analysis  of  the  impact  of 
the  proposed  action  on  the  agricultural 
economy.  The  Secretary  of  Agriculture  shall 
provide  comments  on  such  notice  and  analy- 
sis to  the  Administrator  within  30  days  after 
receiving  the  copy  of  such  notice. 

••(ii)(I)  If  the  Secretary  of  Agriculture  pro- 
vides such  comments  in  writing  within  30 
days  after  receiving  the  copy  of  such  notice, 
the  Administrator  shall  publish  in  the  Fed- 
eral Register  (with  the  notice)  the  com- 
ments of  the  Secretary  and  the  response  of 
the  Administrator  with  regard  to  the  com- 
ments of  the  Secretary. 

■■(II)  If  the  Secretary  of  Agriculture  does 
not  provide  such  comments  in  writing 
within  30  days  after  receiving  the  copy  of 
such  notice,  the  Administrator  may  notify 
the  registrant  and  make  public  the  notice  at 
any  time  after  such  30-day  period. 

■■(iii)  The  time  requirements  imposed  by 
this  subparagraph  may  be  waived  or  modi- 
fied to  the  extent  agreed  on  by  the  Adminis- 
trator and  the  Secretary  of  Agriculture. 

■■(E)  If  the  Administrator  finds  that  sus- 
pension of  a  pesticide  registration  is  neces- 
sary to  prevent  an  imminent  hazard  to 
human  health,  the  Administrator  may 
waive  the  requirements  of  notice  to  the  Sec- 
retary of  Agriculture  prescril)ed  by  subpara- 
graph (D)  and  submission  to  the  Scientific 
Advisory  Panel  under  section  25(d)  and  pro- 
ceed in  accordance  with  subsection  (c). 

■■(2)  Hearing.— 

■■(A)  The  action  proposed  in  a  notice 
issued  under  paragraph  (1)(A)  shall  become 
final  and  effective  at  the  end  of  30  days 
after  receipt  by  the  registrant  or  publica- 
tion of  a  notice  issued  under  paragraph 
(1)(B).  whichever  occurs  later,  unless  within 
that  time— 

"(i)  the  registrant  makes  the  necessary 
corrections,  if  possible,  or 


"(ii)  a  request  for  a  hearing  is  made  by  a 
person  adversely  affected  by  the  notice. 

"(B)  Whenever  a  request  for  a  hearing  is 
made,  the  request  shall— 

"(i)  identify  with  particularity  the  find- 
ings and  conclusions  of  the  decision  of  the 
Administrator  that  are  disputed,  and 

•■(ii)  include  a  complete  statement  of  the 
reasons  and  factual  basis  that  support  the 
request  for  a  hearing. 

■■(C)  Any  party  to  the  proceeding  may 
identify  findings  and  conclusions  in  dispute. 

"(D)  If  a  hearing  is  held  pursuant  to  such 
a  request  or  the  determination  of  the  Ad- 
ministrator under  paragraph  (l)(A)(ii),  a  de- 
cision pertaining  to  registration  or  classifi- 
cation issued  after  completion  of  such  hear- 
ing shall  be  final. 

"(E)  On  receipt  of  a  request  for  a  hearing 
from  a  person  without  an  economic  interest 
in  the  pesticide  with  respect  to  which  the 
hearing  is  requested,  the  Administrator 
shall  convene  such  hearing  if  the  request 
presents  a  substantial  issue  of  fact,  as  deter- 
mined by  the  Administrator,  pertaining  to 
whether  such  pesticide  poses  an  unreason- 
able risk  to  man  or  the  environment. 

"■(3)  Factors.— In  taking  any  action  under 
paragraph  (1).  the  Administrator  shall— 

■■(A)  consider  restricting  a  use  or  uses  of  a 
pesticide  as  an  alternative  to  cancellation 
and  fully  explain  the  reasons  for  such  re- 
striction, and 

■■(B)  consider  the  impact  of  such  action  on 
production  and  prices  of  agricultural  com- 
modities, retail  food  prices,  and  otherwise 
on  the  agricultural  economy,  and  publish  in 
the  Federal  Register  an  analysis  of  such 
impact. 

"(4)  Label  changes.— 

■■(A)  The  Administrator  may  notify  the 
registrant  of  a  pesticide  of  a  label  change 
proposed  by  the  Administrator  that  may  be 
made  by  rulemaking  under  subparagraph 
(B)  and  provide  that  the  registrant  may 
submit  comments  to  the  Administrator  on 
such  proposed  change  in  the  30-day  period 
beginning  on  the  date  of  the  receipt  of  such 
notice.  If  a  registrant  who  is  notified  by  the 
Administrator  of  a  proposed  label  change 
notifies  the  Administrator  that  the  regis- 
trant does  not  object  to  such  change,  such 
change  shall  take  effect  as  prescribed  by  the 
Administrator.  If  a  registrant  who  is  noti- 
fied by  the  Administrator  of  a  proposed 
label  change  does  not  submit  comments  to 
the  Administrator  in  such  30-day  period,  the 
Administrator  shall  send  such  registrant  a 
second  notice  stating  that,  if  such  registrant 
does  not  submit  any  comments  to  the  Ad- 
ministrator in  the  30-day  period  beginning 
on  the  date  the  registrant  receives  the 
second  notice,  the  registration  of  such  regis- 
trant shall  be  cancelled  without  a  hearing 
or  further  notice.  The  registration  of  a  reg- 
istrant who  does  not  submit  comments  on  a 
second  notice  within  such  30-day  period 
shall  be  cancelled  without  a  hearing  or  fur- 
ther notice.  If  in  response  to  a  notice  under 
this  subparagraph  a  registrant  submits  com- 
ments to  the  Administrator  objecting  to  a 
proposed  label  change,  the  Administrator 
may  proceed  under  subparagraph  (B). 

■■(B)  The  Administrator  may  require 
changes  to  the  label  of  a  pesticide  by  infor- 
mal rulemaking  under  this  paragraph  unless 
the  changes— 

■■(i)  are  equivalent  to  a  cancellation  of  a 
use, 

"(ii)  render  the  pesticide  unmarketable,  or 

'■(iii)  otherwise  have  a  major  economic 
impact  on  persons  affected  by  such  changes. 
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If  the  Administrator  may  not  require 
changes  to  the  label  of  a  pesticide  by  infor- 
mal rulemaking  under  this  paragraph  be- 
cause of  clause  (i),  (ii),  or  (iii),  the  Adminis- 
trator may  only  require  such  changes  by  a 
proceeding  authorized  by  other  provisions 
of  this  Act. 

"(C)  After  the  promulgation  of  a  regula- 
tion under  subparagraph  (B),  the  Adminis- 
trator shall  notify  each  registrant  of  the 
pesticide  subject  to  the  regulation  of  the 
label  change  required  by  the  regulation  and 
provide  a  30-day  period  for  each  registrant 
to  apply  to  the  Administrator  for  an  amend- 
ment to  the  registration  to  comply  with  the 
regulation.  If  a  registrant  does  not  apply  for 
such  an  amendment  within  such  period,  the 
Administrator  shall  issue  a  notice  of  intent 
to  cancel  the  registration  of  such  registrant 
in  accordance  with  paragraph  (2).  For  pur- 
poses of  paragraph  (2),  such  notice  shall  be 
deemed  to  have  been  issued  under  para- 
graph ( 1 ). 

"(D)  A  registrant  or  user  of  a  pesticide 
subject  to  a  regulation  issued  under  sub- 
paragraph (B)  may  request  a  hearing  under 
subsection  (d)  on  such  regulation  in  accord- 
ance with  paragraph  (2).  The  scope  of  the 
hearing  shall  be  limited  to— 

"(i)  whether  the  pesticide  complies  with 
the  regulation, 

■■(ii)  whether  the  regulation  by  its  terms  is 
applicable  to  such  pesticide,  and 

■■(iii)  whether,  because  of  significant  infor- 
mation that  was  not  (and  could  not  reason- 
ably have  been)  presented  in  the  proceeding 
wherein  the  regulation  was  promulgated,  it 
would  be  unreasonable  to  require  such  pesti- 
cide to  comply  with  the  regulation. 

■•(E)(i)  Except  as  provided  in  clause  (ii),  in 
an  action  under  16(e)  for  review  of  a  regula- 
tion issued  under  subparagraph  (B),  the 
court,  on  request,  shall  postpone  the  effec- 
tive date  of  the  regulation  until  completion 
of  the  review  action  if  the  petitioner 
shows— 

"(I)  a  likelihood  of  success  on  the  merits 
in  such  action,  and 

■•(II)  that  the  implementation  of  the  regu- 
lation before  completion  of  the  action  would 
cause  a  risk  of  substantial  harm  to  the  peti- 
tioner. 

"(ii)  A  court  in  a  review  action  under  sec- 
tion 16(e)  shall  not  postpone  the  effective 
date  of  a  regulation  issued  under  subpara- 
graph (B)  if  the  Administrator  shows  that 
failure  to  implement  the  regulation  before 
completion  of  the  action  would  cause  a  risk 
of  substantial  harm  to  health  or  the  envi- 
ronment.". 

SEC.     304.     PUBLIC     HEARINGS     AND     SCIENTIFIC 
REVIEW. 

Section  6(d)  (7  U.S.C.  136d(d))  is  amend- 
ed- 

( 1 )  by  striking  out  the  fifth  through  ninth 
sentences, 

(2)  in  the  tenth  sentence— 

(A)  by  striking  out  "(including  the  report 
of  the  Academy)",  and 

(B)  by  striking  out  "90  days  thereafter" 
and  inserting  in  lieu  thereof  ■'18  months 
after  issuance  of  the  notice  that  gave  rise  to 
the  hearing", 

(3)  by  inserting  before  the  last  sentence 
the  following:  "The  time  period  prescribed 
by  the  preceding  sentence  may  be  extended 
by  the  Administrator  under  extraordinary 
circumstances  for  not  more  thsm  one  year.", 
and 

(4)  in  the  heading,  by  striking  out  "and 
Scientific  Review". 

sec.  305.  administrative  changes. 

(a)  Amendment  to  Section  6.— Section  6  (7 
U.S.C.  136d)  is  amended  by  inserting  the  fol- 


lowing new  subsection  after  subsection  (f) 
(as  added  by  section  302): 

"(g)  General  Provisions.— 

'■(1)  Voluntary  cancellation.— A  regis- 
trant at  any  time  may  request  that  any  of 
its  pesticide  registrations  be  cancelled  or  be 
amended  to  delete  one  or  more  uses.  Before 
acting  on  any  such  request,  the  Administra- 
tor shall  publish  in  the  Federal  Register  a 
notice  of  the  receipt  of  the  request.  There- 
after the  Administrator  may  approve  such  a 
request. 

"(2)  Publication  of  notice.— A  notice  of 
denial  of  registration,  intent  to  cancel,  sus- 
pension, or  intent  to  suspend  issued  under 
this  Act,  a  notice  issued  under  subsection 
(d)(4)  or  (e)(5)(A)  of  section  3 A.  or  a  notice 
issued  under  the  third  sentence  of  subsec- 
tion (b)(4)(A)  shall  be  published  in  the  Fed- 
eral Register  and  shall  be  sent  by  certified 
mail,  return  receipt  requested,  to  the  regis- 
trant's or  applicant's  address  of  record  on 
file  with  the  Administrator.  If  the  mailed 
notice  is  returned  to  the  Administrator  as 
undeliverable  at  that  address,  if  delivery  is 
refused,  or  if  the  Administrator  otherwise  is 
unable  to  accomplish  delivery  of  the  notice 
to  the  registrant  or  applicant  after  making 
reasonable  efforts  to  do  so,  the  notice  shall 
be  deemed  to  have  been  received  by  the  reg- 
istrant or  applicant  on  the  date  the  notice 
was  published  in  the  Federal  Register. 

"(3)  Existing  stocks.— The  Administrator 
may  permit  the  continued  use,  the  contin- 
ued distribution  or  sale,  or  both,  of  existing 
stocks  of  a  pesticide  whose  registration  is 
cancelled  under  any  provision  of  this  Act  to 
such  extent,  under  such  conditions,  during 
such  periods,. and  for  such  uses  as  the  Ad- 
ministrator may  specify  if  the  Administra- 
tor determines  that  such  distribution,  sale, 
or  use  is  not  inconsistent  with  the  purposes 
of  this  Act  and  will  not  cause  unreasonable 
adverse  effects  on  the  environment. 

"(4)  Additional  information.— If  at  any 
time  after  the  registration  of  a  pesticide  the 
registrant  has  additional  information  re- 
garding unreasonable  adverse  effects  on  the 
environment  of  the  pesticide,  the  registrant 
shall  submit  such  information  to  the  Ad- 
ministrator. For  purposes  of  this  paragraph, 
the  term  information'  includes  factual  in- 
formation and  expert  opinion  regarding 
risks  or  benefits.". 

(b)  Conforming  Amendments.— 

(1)  Section  3(c)(6).— Section  3(c)(6)  (7 
U.S.C.  136a(c)(6))  is  amended  by  striking 
out  the  period  at  the  end  and  inserting  in 
lieu  thereof  the  following:  "except  as  other- 
wise provided  in  this  paragraph.  A  request 
for  a  hearing  under  section  6  shall  be  made 
within  30  days  after  the  receipt  of  such  no- 
tification. The  Administrator  may  issue  reg- 
ulations governing  the  right  to  a  hearing 
under  section  6  with  regard  to  the  denial  of 
any  application  for  the  registration  of  a  pes- 
ticide containing  an  ingredient  that  was  can- 
celled under  section  6.  Under  such  regula- 
tions, due  weight  shall  be  given  to  the  desir- 
ability of  finality  of  prior  proceedings  and 
determinations  and  the  extent  that  the  ap- 
plicant had  an  opportunity  to  participate  in 
earlier  proceedings.  Section  6(g)(2)  applies 
with  respect  to  the  publication  of  a  notice  of 
a  denial  of  a  registration.". 

(2)  Section  6(a)(2).— Section  6(a)  (7  U,S,C. 
136d(a))  is  amended— 

(A)  by  striking  out  paragraph  (2).  and 

(B)  by  striking  out  "(1)  Procedure.-",  by 
striking  out  '":  Provided"  and  all  that  fol- 
lows in  the  first  sentence  and  inserting  in 
lieu  thereof  a  period,  and  inserting  the 
matter  in  paragraph  ( 1 )  after  the  subsection 
heading  so  that  it  is  flush  with  the  full  left- 
hand  margin  of  the  section. 


(3)  Section  6(e).— Paragraph  (1)  of  section 
6(e)  (7  U.S.C.  136d(e))  is  amended  by  strik- 
ing out  ■•:  Provided"  and  all  that  follows  in  ^ 
that  paragraph  and  inserting  in  lieu  thereof 
a  period. 

SEC.  30«.  CANCELLATION  OF  REGISTRATION  BASED 
ON  FALSE  OR  INVALID  DATA. 

Section  6  (7  U.S.C.  136d)  is  amended  by  in- 
serting the  following  new  subsection  after 
subsection  (g)  (as  added  by  section  30S(a)): 

■■(h)  Suspension  and  Cancellation  of 
Registration  Based  on  False  or  Invalid 
Data.— 

•■(1)  Notice.— The  Administrator  shall  im- 
mediately issue  an  order  of  suspension  and  a 
notice  of  intent  to  cancel  the  registration  of 
a  pesticide  if— 

"(A)  before' the  effective  date  of  the  Fed- 
eral Insecticide.  Fungicide,  and  Rodenticide 
Act  Amendments  of  1986.  the  Administrator 
has  previously  determined  in  the  Industrial 
Biotest  validation  process  conducted  by  the 
Administrator  that  data  submitted  by  the 
registrant  of  the  pesticide  to  the  Adminis- 
trator in  support  of  such  registration  were 
invalid. 

"(B)  the  data  referred  to  In  subparagraph 
(A)- 

"(i)  have  not  been  replaced  as  of  the  effec- 
tive date  of  such  Act.  or 

"(ii)  are  in  the  process  of  being  replaced 
on  the  effective  date  of  such  Act  but  are  not 
submitted  to  the  Administrator  by  April  1. 
1988.  and 

•(C)  such  data  are  material  to  the  regis- 
tration. 

"(2)  Invalid  data.— If.  after  the  effective 
date  of  the  Federal  Insecticide.  Fungicide, 
and  Rodenticide  Act  Amendments  of  1986. 
the  Administrator  determines  that  invalid 
data  are  submitted  by  a  registrant  to  the 
Administrator  in  support  of  a  registration  of 
a  pesticide,  the  Administrator  may— 

"(A)  require  the  registrant  to  submit  valid 
replacement  studies  or  data  on  an  expedited 
schedule  and  to  submit  interim  progress  re- 
ports, or 

■•(B)  issue  a  notice  of  intent  to  cancel  such 
registration  if  the  Administrator  determines 
that  such  action  would  be  in  the  public  in- 
terest, taking  into  account  the  scope  of  the 
invalid  data  and  the  need  to  use  the  data  to 
determine  whether  the  pesticide  may  cause 
unreasonable  adverse  effects  on  the  envi- 
ronment. 

■■(3)  False  data.— If  a  registrant  willfully 
submits  material  data  known  to  be  false  In 
support  of  the  registration  of  a  pesticide, 
the  Administrator  shall  immediately  issue 
notices  of  intent  to  suspend  and  cancel  such 
registration. 

••(4)  Hearing.— 

"(A)  Any  suspension  or  cancellation  under 
this  subsection  shall  become  final  and  effec- 
tive at  the  end  of  the  30-day  period  begin- 
ning on  the  date  of  receipt  by  the  registrant 
of  a  notice  issued  under  this  subsection 
unless  during  such  period  a  request  for  a 
hearing  is  made  by  a  person  adversely  af- 
fected. 

'(B)  A  hearing  under  this  paragraph  shall 
be  conducted  in  accordance  with  the  proce- 
dures prescribed  by  subsection  (c)  or  (d),  as 
appropriate. 

••(C)  In  the  case  of  a  hearing  held  with  re- 
spect to  action  proposed  to  be  taken  under 
paragraph  (1).  the  only  matters  for  resolu- 
tion shall  be  whether— 

•'(i)  in  response  to  a  notice  of  the  Adminis- 
trator issued  under  section  3(c)(2)(B)  or 
other  formal  notice,  data  previously  deter- 
mined by  the  Administrator  to  be  invalid— 
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••(I)  have  not  been  replaced  as  of  the  ef- 
fective date  of  the  Federal  Insecticide.  Fun- 
gicide, and  Rodenticide  Act  Amendments  of 
1986.  or 

■■(II)  are  in  the  process  of  being  replaced 
on  the  effective  date  of  such  Act  but  are  not 
submitted  to  the  Administrator  by  April  1. 
1988.  and 

"(ii)  the  data  are  material  to  the  registra- 
tion. 

■■(D)  In  the  case  of  a  hearing  held  with  re- 
.spect  to  tuition  proposed  to  be  taken  under 
paragraph  (2).  the  only  matters  for  resolu- 
tion shall  l>e  whether  data  are  invalid,  mate- 
rial, and  necessary  to  adequately  determine 
whether  a  pesticide  may  cause  unreasonable 
adverse  effects  on  the  environment. 

■■(E)  In  the  case  of  a  hearing  held  with  re- 
spect to  action  proposed  to  be  taken  under 
paragraph  (3),  the  only  matters  for  resolu- 
tion shall  be  whether  a  registrant  willfully 
submitted  material  data  known  to  be  false. 

■■(P)  A  decision  after  completion  of  a  hear- 
ing conducted  under  this  paragraph  shall  be 
final. 

■■(G)  Notwithstanding  any  other  provision 
of  this  Act.  a  hearing  shall  be  held,  and  a 
determination  made,  under  this  subsection 
within  75  days  after  the  receipt  of  a  request 
for  such  hearing.^^. 

The  CHAIRMAN.  Are  there  any 
amendments  to  title  III? 

If  not,  the  Clerk  will  designate  title 
IV. 

The  text  of  title  IV  is  as  follows: 

TITLE  IV— RECORDS  AND  INSPECTIONS 
SEC.  101   RECORDS. 

(a)  Section  8.— Section  8  (7  U.S.C.  136f)  is 
amended  to  read  as  follows: 

-SEC.  8.  RECORDS. 

■■(a)  Authority  To  Require  Records.— 
The  Administrator,  by  regulation,  may  re- 
quire any  producer  or  exporter  of  pesticides, 
registrant,  applicant  for  registration,  appli- 
cant for  or  holder  of  an  experimental  use 
permit,  pesticide  testing  facility,  or  commer- 
cial applicator,  or  any  person  who  distrib- 
utes or  sells  any  pesticide— 

■■(1)  to  prepare,  and  to  maintain  for  rea- 
sonable periods  of  time,  such  records  as  the 
Administrator  finds  to  be  necessary  for  the 
effective  implementation  or  enforcement  of 
this  Act. 

■■(2)  to  furni^  to  the  Administrator  re- 
ports stating  the  location  where  the  records 
are  maintained,  and 

■■(3)  to  furnish  a  copy  of  any  such  record 
to  the  Administrator  on  written  request. 
Except  as  provided  in  subsections  (c).  (d). 
and  (e).  the  Administrator  may  not  require 
any  person  who  distributes  or  sells  at  retail 
a  registered  pesticide  that  is  not  subject  to  a 
restrfcted  use  classification  under  section  3 
to  prepare,  maintain,  or  furnish  any  record 
under  this  subsection  with  respect  to  such 
pesticide. 

■■(b)  Limitations.— The  Administrator 
may  not.  under  the  authority  of  subsection 
(a),  require  any  person  to  maintain  records 
of- 

■•(1)  financial  data,  sales  data,  or  pricing 
data, 

■■(2)  personnel  data,  except  for  data  con- 
cerning exposure  of  employees  to  pesticides 
or  ingredients  of  pesticides,  or  concerning 
health  effects  on  employees  that  could  rea- 
sonably \>e  attributable  to  such  exposure,  or 

■■(3)  research  or  test  data  (other  than  data 
relating  to  registered  pesticide,  data  relating 
to  any  pesticide  for  which  an  application  for 
registration  or  for  an  experimental  use 
permit  has  been  filed,  or  data  relating  to 
testing  at  a  pesticide  testing  facility).". 


(b)  Definition —Section  2  (7  U.S.C.  136) 
(as  amended  by  section  105(c))  is  amended 
by  adding  at  the  end  the  following: 

■■(hh)  Pesticide  Testing  Facility.- The 
term  pesticide  testing  facility'  means  any 
person  that  conducts  any  test,  study, 
survey,  or  investigation  of  the  properties,  ef- 
fects, or  behavior  of  any  pesticide  (or  any 
ingredient,  metabolite,  or  degradation  prod- 
uct thereof)  on  its  own  behalf  or  on  behalf 
of  any  registrant,  applicant  for  registration, 
or  other  person  who  sells  or  distributes  the 
pesticide  (or  contemplates  selling  or  distrib- 
uting it).  The  term  does  not  include  any 
person  solely  on  account  of  such  person's 
participation  as  a  cooperator  in  field  testing 
of  a  pesticide  in  compliance  with  an  experi- 
mental use  permit  under  section  5.'. 

(c)  Conforming  Amendments— The 
second  sentence  of  section  26(c)  (7  U.S.C. 
136w-l(c))  is  amended— 

(1)  by  striking  out  ■■8(b)  of  this  Act"  and 
inserting  in  lieu  thereof  "9". 

(2)  by  striking  out  ^(a)  of  this  Act"  and 
inserting  in  lieu  thereof  '9 '■.  and 

(3)  by  striking  out  "Not  withstanding  the 
provisions  of  section  2(e)(1)  of  this  Act "  and 
inserting  in  lieu  thereof  'Notwithstanding 
section  2(kk)". 

SEC.  402.  INSPECTIONS. 

(a)  Section  9(a).— Section  9(a)  (7  U.S.C. 
136g(a))  is  amended  to  read  as  follows: 

••(a)  Authority  To  Enter.  Inspect,  and 
Copy.— Officers  or  employees  of  the  United 
States  or  of  any  State,  duly  designated  by 
the  Administrator,  are  authorized  at  reason- 
able times,  as  provided  by  this  section- 
ed) to  enter  any  place  where  any  pesti- 
cide, active  ingredient,  or  device  is  distribut- 
ed or  sold,  to  inspect  and  obtain  samples  of 
any  pesticide,  active  ingredient,  or  device 
being  distributed  or  sold  at  such  place  or  of 
any  packaging  or  labeling  of  any  such  pesti- 
cide, active  ingredient,  or  device. 

■■(2)  to  enter  any  place  where  there  are  lo- 
cated any  records  required  under  this  Act  or 
any  place  reported  under  section  8(a)  as  a 
location  where  such  records  are  maintained, 
to  inspect  and  obtain  copies  of  such  records, 
■■(3)  to  enter  any  pesticide  testing  facility, 
to  inspect  the  facility  and  the  testing  being 
conducted  at  the  facility  and  to  inspect  and 
obtain  copies  of  any  records  required  by  or 
under  the  authority  of  this  Act  to  be  main- 
tained by  the  pesticide  testing  facility,  and 

"(4)  to  enter  any  place  where  such  officer 
or  employee  has  reason  to  believe  that  the 
Act  has  been  or  is  being  violated  by  any 
person  other  than  a  person  acting  in  the  ca- 
pacity of  a  private  applicator,  to  inspect 
such  place  to  obtain  evidence  of  such  viola- 
tion.'■. 

(b)  Section  9(b).— Section  9(b)  (7  U.S.C. 
136g(b))  is  amended  to  read  as  follows: 

■■(b)  Warrants.— Officers  or  employees  of 
the  United  States  or  of  any  State,  duly  des- 
ignated by  the  Administrator,  are  empow- 
ered to  obtain  and  execute  warrants  author- 
izing— 

■■(1)  entry  for  the  purposes  of  this  section. 

■■(2)  inspection  and  copying  of  all  records 
required  under  this  Act.  and 

■■(3)  seizure  of  any  pesticide  or  device  that 
is  in  violation  of  this  Act.^'. 

(c)  Procedure  and  Coordination.— Sec- 
tion 9  (7  U.S.C.  136g)  is  further  amended  by 
adding  at  the  end  the  following: 

"(d)  Procedure.— Before  any  entry  or  in- 
spection of  any  premises  not  open  to  the 
general  public  is  made  under  this  section, 
the  person  conducting  the  inspection  shall 
present  to  the  person  in  charge  of  the  prem- 
ises appropriate  credentials,  and  a  written 
statement  of  the  reason  for  the  errtry  or  in- 


spection and  whether  a  violation  of  this  Act 
is  suspected.  Each  entry  or  inspection  shall 
be  commenced  and  completed  with  reasona- 
ble promptness.  If  the  person  conducting 
the  entry  or  inspection  obtains  any  samples 
of  pesticides  or  devices,  before  leaving  the 
premises  such  person  shall  give  to  the 
person  in  charge  of  the  premises  a  receipt 
describing  the  samples  and,  if  requested  and 
practicable,  a  portion  of  each  such  sample 
equal  in  volume  or  weight  to  the  portion  re- 
tained. If  an  analysis  of  any  such  sample  is 
made,  a  copy  of  the  results  of  such  analysis 
shall  be  furnished  on  request  to  the  person 
in  charge  of  the  premises. 

"(e)  Coordination.— The  Administrator 
shall  coordinate  actions  taken  under  this 
section  with  actions  taken  under  other  Fed- 
eral laws  for  the  purpose  of  avoiding  dupli- 
cation of  inspections.^'. 

The  CHAIRMAN.  Are  there  any 
amendments  to  title  IV? 

If  not,  the  Clerk  will  designate  title 
V. 

The  text  of  title  V  is  as  follows: 
TITLE  V— EXPORTS 
SEC.  1501.  DEFINITION  OF  MISBRANDED. 

Section  2(q)(l)  (7  U.S.C.  136(q>(l))  is 
amended— 

(1)  by  striking  out  "or"  at  the  end  of  sub- 
paragraph (G), 

(2)  by  striking  out  the  period  at  the  end  of 
subparagraph  (H)  and  inserting  after  the 
close  quotation  marks  ";  or",  and 

(3)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subparagraph: 

"(I)  in  the  case  of  a  pesticide  intended  for 
export  that  is  substantially  similar  in  com- 
position and  use  pattern  to  a  pesticide  regis- 
tered under  section  3,  the  label  is  not  writ- 
ten in  an  appropriate  language  as  required 
by  section  17(a)(4)(A)  or  does  not  contain 
the  same  health,  safety,  and  hazard  precau- 
tions as  the  pesticide  registered  under  sec- 
tion 3,  unless  such  precautions  on  the  label 
are  in  conflict  with  the  law  of  the  importing 
country.^^. 

SEC.  502.  DEFINITION  OF  IMPORTING  COl'NTRV. 

Section  2  (7  U.S.C.  136)  (as  amended  by 
section  401(b)  of  this  Act)  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subsection: 

■■(ii)  Importing  Country.— The  term  ■im- 
porting country'  means  the  first  country  to 
which  a  pesticide,  device,  or  active  ingredi- 
ent, subject  to  the  notification  requirements 
of  section  17(a),  is  exported  from  the  United 
States.". 

SEC.  law.  PESTICIDES  AND  DEVICES  INTENDED  FOR 
EXPORT. 

(a)  In  General.— Subsection  (a)  of  section 
17  (7  U.S.C.  1360(a))  is  amended  to  read  as 
follows: 

"(a)  Pesticides  and  Devices  Intended  for 

EXPOilT.— 

■■(1)  Violations.— Notwithstanding  any 
other  provision  of  this  Act,  no  pesticide  or 
device,  or  active  ingredient  used  in  produc- 
ing a  pesticide,  intended  solely  for  export  to 
any  foreign  country  shall  be  considered  in 
violation  of  this  Act  when  prepared  or 
packed  according  to  the  specifications  or  di- 
rections of  the  foreign  purchaser,  except 
that  producers  of  such  pesticides  and  de- 
vices and  active  ingredients  used  in  produc- 
ing pesticides  shall  be  subject  to  section 
2(p),  subparagraphs  (A).  (C),  (D),  (E),  (G). 
(H),  and  (I)  of  section  2(q)(l),  subpara- 
graphs (A),  (B),  (C)(i),  (C)(iii),  and  (D)  of 
section  2(q)(2),  sections  7  and  8,  and  para- 
graphs (2),  (3),  and  (4)  of  this  sul>section. 
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"(2)  Restricted  use  or  unregistered  pes- 
ticides.— 

"(A)  This  paragraph  applies  to  a  pesticide, 
device,  or  active  ingredient— 

"(i)  for  which  a  restricted  use  classifica- 
tion has  become  effective  under  section  3. 

"(ii)  for  which  a  cancellation  or  suspen- 
sion has  become  effective  under  section  6, 

"(iii)  the  registration  of  which  has  been 
voluntarily  withdrawn  by  the  registrant,  if 
such  withdrawal  is  associated  with  concern 
over  potential  adverse  public  health  or  envi- 
ronmental effects,  or 

"(iv)  that  is  not  registered  under  section  3 
for  any  use. 

"(B)  No  pesticide,  device,  or  active  ingredi- 
ent described  in  subparagraph  (A)  may  be 
exported  to  any  foreign  country  by  any 
person  unless,  at  least  30  days  before  the 
first  shipment  each  year  of  such  pesticides, 
devices,  or  active  ingredients  to  such  coun- 
try, such  person  has— 

"(i)  notified,  under  paragraph  (3),  the 
person  importing  the  pesticide,  device,  or 
active  ingredient  and  the  appropriate  gov- 
ernment regulatory  office  in  the  importing 
country, 

"(ii)  received  written  evidence  that  the  no- 
tification was  delivered  to  the  appropriate 
government  regulatory  office,  and 

"(iii)  submitted  a  copy  of  the  notification 
(in  English)  and  evidence  of  delivery  to  the 
Administrator. 

■(C)  Documents  referred  to  in  subpara- 
graph (B)  shall  be  made  available  to  the 
public,  on  request. 

"(3)  Notification  specifications.— The 
notification  required  under  paragraph  (2) 
shall  be  made  in  an  appropriate  language 
and  shall  contain  the  following  informa- 
tion- 

"(A)  the  name  of  the  pesticide  and  the 
common  and  chemical  names  of  each  active 
ingredient, 

"(B)  the  name  and  address  of  the  person 
exporting  the  pesticide,  device,  or  active  in- 
gredient, 

"(C)  the  name  and  address  of  the  person 
importing  the  pesticide,  device,  or  active  in- 
gredient. 

"(D)  the  name  and  address  of  the  appro- 
priate government  regulatory  office  in  the 
importing  country, 

"(E)  a  statement  of  the  reasons  why  the 
registration  of  the  pesticide  was  cancelled, 
suspended,  voluntarily  withdrawn,  or  the 
pesticide  is  not  registered  in  the  United 
States  or  is  classified  for  restricted  use,  and 
the  list  of  restrictions,  and 

"(P)  the  name  and  address  of  the  office  of 
the  United  States  Environmental  Protection 
Agency  that,  on  request  by  the  importer  or 
official  of  the  importing  country,  can  pro- 
vide additional  information  on  the  pesticide, 
device,  or  active  ingredient. 
"(4)  Labels.— 

"(A)  The  label  of  a  pesticide  intended  for 
export  from  the  United  States  shall  be  writ- 
ten in  an  appropriate  language. 

"(B)  Except  as  provided  in  section 
2(q)(l)(H),  such  label  may  not  refer  to  com- 
pliance with  the  laws  of  the  United  States 
unless  the  label  also  contains  or  is  accompa- 
nied by  a  description  of  the  relevant  re- 
quirements of  such  laws. 

"(5)  Records.- The  Administrator,  by  reg- 
ulation, may  require  any  person  subject  to 
this  subsection  to  prepare,  maintain,  and 
submit  such  records  as  may  be  necessary  to 
carry  out  this  subsection.". 

(b)  Effective  Dates  and  Implementa- 
tion.— 

(1)  Section  17(a)  (2)  and  (3)  of  the  Federal 
Insecticide,  Rodenticide,  and  Fungicide  Act 


(as  amended  by  subsection  (a)  of  this  sec- 
tion) shall  become  effective  90  days  after 
the  date  of  enactment  of  this  Act. 

(2)  Not  later  than  30  days  after  the  date 
of  enactment  of  this  Act,  the  Administrator 
of  the  Environmental  Protection  Agency 
shall  publish  in  the  Federal  Register  a  list 
of  the  names,  addresses,  and  international 
telecommunications  codes  of  appropriate 
regulatory  offices  required  to  receive  notices 
under  section  17(a)(2)(B)  of  the  Federal  In- 
secticide. Rodenticide,  and  Fungicide  Act,  as 
amended  by  subsection  (a). 

(3)  Not  later  than  180  days  after  the  date 
of  enactment  of  this  Act.  and  annually 
thereafter,  the  Administrator  shall  revise 
the  list  required  under  paragraph  (2). 

(4)  Not  later  than  90  days  after  the  date 
of  enactment  of  this  Act,  the  Administrator 
shall  publish  in  the  Federal  Register  prelim- 
inary guidelines  regarding— 

(A)  the  form  of  the  notification  required 
under  section  17(a)  of  the  Federal  Insecti- 
cide, Rodenticide.  and  Fungicide  Act,  as 
amended  by  subsection  (a), 

(B)  translation  of  the  notification  and 
labels  required  under  such  section  17(a)  into 
the  appropriate  language, 

(C)  preparation  and  retention  of  records 
under  such  section  17(a),  and 

(D)  procedures  for  public  access  to  docu- 
ments submitted  by  exporters  under  such 
section. 

SEC.  504.  CANCELLATION  NOTICES  FCRNISHED  TO 
FOREIGN  GOVERNMENTS. 

Subsection  (b)  of  section  17  (7  U.S.C. 
1360(b))  is  amended  to  read  as  follows: 

■(b)  Notices  of  Regulatory  Action  Fur- 
nished TO  Foreign  Governments.— 

"(1)  Issuance.— Whenever— 

•■(A)  a  registration,  or  a  cancellation  or 
suspension  of  the  registration,  of  a  pesticide 
becomes  effective  or  ceases  to  be  effective, 
or 

"(B)  a  pesticide  is  classified  for  restricted 
use, 

the  Administrator  shall  promptly  transmit 
through  the  Secretary  of  State  a  notice,  at 
such  time  and  annually  thereafter,  to  the 
appropriate  governmental  regulatory  offices 
of  other  countries  and  to  appropriate  inter- 
national agencies. 

•■(2)  Contents.— A  notice  under  paragraph 
(1)  shall  include— 

■■(A)  the  reasons  for  the  .regulatory  action 
taken. 

■■(B)  for  canceled  or  suspended  registra- 
tions, information  concerning  other  pesti- 
cides that  are  registered  under  section  3  and 
that  could  be  used  in  lieu  of  such  pesticide, 
and 

••(C)  the  name  and  address  of  the  office  of 
the  United  States  Environmental  Protection 
Agency  that,  on  request,  can  provide  addi- 
tional information  on  the  pesticide.". 

The  CHAIRMAN.  Are  there  any 
amendments  to  title  V? 

If  not,  the  Clerk  will  designate  title 
VI. 

The  text  of  title  VI  is  as  follows: 

TITLE  VI— CERTIFICATION  AND  TRAINING 

SEC.  60L  CERTIFICATION.  TRAINING.  AND  RECORD- 
KEEPING FOR  PESTICIDE  APPLICA- 
TORS. 

(a)  Definitions.— 

(1)  Section  2(e)  (7  U.S.C.  136(e))  is  amend- 
ed to  read  as  follows: 

■•(e)  Applicator.— 

••(1)  Commercial  applicator.— 

■•(A)  Except  as  provided  in  subparagraph 
(B),  the  term  commercial  applicator'  means 
a  person  (whether  or  not  the  person  is  a  pri- 


vate applicator  with  respect  to  some  uses) 
who— 

••(i)  uses  or  supervises  the  use.  for  any 
purpose  or  on  any  property,  of  any  pesticide 
that  is  classified  for  restricted  use. 

•■(ii)  uses  or  supervises  the  use  of  any  pes- 
ticide for  hire  as  the  principal  part  of  the 
person's  business  or  work,  or 

•■(iii)  as  an  employee  of  a  person  described 
in  clause  (ii).  uses  or  supervises  the  use  of 
any  pesticide. 

•(B)  The  term  does  not  include  a  person 
who  uses  or  supen'ises  the  use  of  a  pesticide 
as  described  in  paragraph  (2). 

••(2)  Private  applicator.— The  term  pri- 
vate applicator^  means  a  person  who  uses  or 
supervises  the  use  of  any  pesticide  that  is 
classified  for  restricted  use  for  purposes  of 
producing  any  agricultural  commodity— 

•■(A)  on  property  owned  or  rented  by  such 
person  or  such  person's  employer,  or 

••(B)  on  other  property  if  applied  without 
compensation  (other  than  trading  of  per- 
sonal services  between  producers  of  agricul- 
tural commodities). 

••(3)  Certified  applicator.— The  term  cer- 
tified applicator'  means  a  commercial  or  pri- 
vate applicator  who  is  certified  under  sec- 
tion 4. 

••(4)  Under  the  direct  supervision  of  a 
certified  applicator.— Unless  otherwise 
prescribed  by  its  labeling,  a  pesticide  shall 
be  considered  to  be  applied  under  the  direct 
supervision  of  a  certified  applicator  if  it  is 
applied  by  a  person  acting  under  the  direct 
super\'ision  and  the  instructions  and  control 
of  a  certified  applicator  who  is  available  if 
and  when  needed,  even  though  such  certi- 
fied applicator  is  not  physically  present  at 
the  time  and  place  the  pesticide  is  used". 

(2)  Section  2  (as  amended  by  section  502) 
is  amended  by  adding  at  the  end  the  follow- 
ing: 
"(jj)  Pesticide  Dealer.— 
'•(1)  Except  as  provided  in  paragraph  (2), 
the  term  pesticide  dealer'  means  any  person 
who.  in  the  ordinary  course  of  business,  dis- 
tributes or  sells  any  pesticide  that  is  classi- 
fied for  restricted  use  or  designated  under 
section  8(d)(2). 

••(2)  Such  term  does  not  include  a  person 
who  only  distributes  or  sells  pesticides  that 
are  classified  for  general  use  and  that  are 
not  designated  under  section  8(d)(2).". 
(b)  Section  4.— 

(1)  Section  4  (7  U.S.C.  136b)  is  amended  by 
adding  at  the  end  the  following: 

••(d)  Provisions  Regarding  Commercial 
Applicators.— 

•(1)  It  shall  be  a  violation  of  this  Act  for 
any  person  to  use  any  pesticide  as  a  com- 
mercial applicator  unless  such  person  is— 
••(A)  a  certified  commercial  applicator,  or 
"(B)  a  registered  commercial  applicator 
under  the  direct  super%'ision  of  a  certified 
applicator  who  is  a  certified  commercial  ap- 
plicator. 

•(2)  To  be  considered  to  be  a  certified 
conmiercial  applicator,  a  person,  at  a  mini- 
mum, shall— 

••(A)  have  met  the  standards  prescribed 
under  subsection  (a)  and  have  received 
training— 

••(i)  prescribed  by  the  State  agency,  in- 
cluding training  in  the  material  referred  to 
in  subsection  (g), 

••(ii)  conducted  by  a  trainer  who  has  met 
the  requiremenU  prescribed  under  subsec- 
tion (h),  and 

••(iij)  that  satisfies  the  minimum  stand- 
ards for  training  programs  prescribed  under 
subsection  (h). 
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(B)  have  had  field,  institutional,  or  in- 
dustrial experience  in  pesticide  use  and  ap- 
plication. 

■(C)  have  passed  an  examination  pre- 
scribed by  such  State  agency,  and 

■■(D)  possess  a  valid  commercial  applicator 
certification  issued  by  such  State  agency. 

■■(3)  To  l)e  considered  to  t>e  a  registered 
commercial  applicator,  a  person,  at  a  mini- 
mum, shall— 

■(A)  have  received  training— 

"(i)  prescribed  by  the  State  agency,  in- 
cluding training  in  the  material  referred  to 
in  subsection  (g).  and 

■■(ii)  conducted  by  a  trainer  who  has  met 
the  requirements  prescribed  under  sulwec- 
tion  (h).  and 

"(B)  possess  a  valid  registration  issued  by 
such  State  agency. 

A  person  may  obtain  a  registration  by  pro- 
viding to  the  State  agency  a  report,  signed 
and  dated  by  the  trainer  and  by  the  person 
who  received  the  training,  stating  that  the 
prescribed  minimum  training  has  been  pro- 
vided and  received. 

■■(e)  Provisions  Regarding  Private  Appli- 
cators.— 

■■(DA  restricted  use  pesticide  shall  be  con- 
sidered to  have  l)een  applied  by.  or  under 
the  direct  supervision  of.  a  certified  private 
applicator  only  if  it  is  applied  by  a  person 
who  is  either— 

■■(A)  a  certified  private  applicator,  or 

■■(B)  a  supervised  private  applicator  who 
uses  the  pesticide  under  the  direct  supervi- 
sion of  a  certified  private  applicator. 

"(2)  To  be  considered  to  be  a  certified  pri- 
vate applicator,  a  person,  at  a  minimum, 
shall- 

■■(A)  have  met  the  standards  prescribed 
under  subsection  (a)  and  have  received 
training— 

■  (i)  prescribed  by  the  State  agency,  in- 
cluding training  in  the  material  described  in 
subsection  (g), 

■■(ii)  conducted  by  a  trainer  who  has  met 
the  requirements  prescribed  under  subsec- 
tion (h).  and 

■■(iii)  that  satisfies  the  minimum  stand- 
ards for  training  prescribed  under  subsec- 
tion ( h ).  and 

■■(B)  possess  a  valid  private  applicator  cer- 
tification issued  by  such  State  agency. 

■■(3)  To  be  considered  to  t>e  a  supervised 
private  applicator,  a  person,  at  a  minimum, 
shall  have  received  basic  instruction— 

■■(A)  prescribed  by  the  State  agency  or 
based  on  material  prescribed  by  such  State 
agency,  including  basic  instruction  material 
concerning  the  use  of  appropriate  pesticide 
application  and  safety  procedures,  appropri- 
ate clothing  and  protective  equipment  for 
pesticide  applications,  the  detection  of 
common  symptoms  of  pesticide  poisoning, 
the  means  of  obtaining  emergency  medical 
treatment,  hazards  posed  by  pesticides  to 
workers,  the  public  health,  and  the  environ- 
ment, and  the  requirements  of  applicable 
laws,  regulations,  and  labeling,  and 

■■(B)  given  by  a  certified  private  applica- 
tor, a  commercial  applicator  who  is  certified 
in  the  pest  control  category  appropriate  for 
the  instruction  being  provided,  or  a  trainer 
who  has  met  the  requirements  prescribed 
under  sut>section  (h). 

The  State  agency  may  require  the  employer 
of  a  supervised  private  applicator  to  confirm 
that  the  basic  instruction  described  in  sub- 
paragraph (A)  has  been  received. 

■■(f)  Recertification  and  Reregistra- 
TiON.— Each  certified  applicator  and  each 
registered  commercial  applicator  within  a 
State  shall  undergo  refresher  training  and 
be  recertified  or  reregistered  within  a  period 


established  by  the  State  agency  of  such 
State.  Such  period  may  not  be  more  than  5 
years.  The  refresher  training  shall  be  pre- 
scribed by  the  State  agency  and  shall  in- 
clude training  in  the  materials  referred  to  in 
subsection  (g)  and  in  the  relevant  require- 
ments of  other  subsections  of  this  section 
and  sections  3(d).  12.  and  14.  To  be  recerti- 
fied, an  applicator,  at  a  minimum,  shall 
meet  the  requirements  of  paragraphs  (2)(A). 
(2)(B),  and  (2)(D)  of  subsection  (d)  or  the 
requirements  of  paragraphs  (1)  and  (2)  of 
subsection  (e).  To  be  reregistered,  a  com- 
mercial applicator,  at  a  minimum,  shall 
meet  the  requirements  of  subsection  (d)(3). 

■■(g)  Training  Material.— The  Adminis- 
trator, in  consultation  with  the  Secretary  of 
Agriculture,  shall  develop  training  material 
on  the  use  of  appropriate  procedures  for  the 
application  of  pesticides,  safety  procedures 
for  pesticide  application,  clothing  and  pro- 
tective equipment  for  pesticide  application, 
the  detection  of  common  symptoms  of  pesti- 
cide poisoning,  the  means  of  obtaining 
emergency  medical  treatment,  hazards 
posed  by  pesticides  to  workers,  the  public 
health,  and  the  environment,  specific  com- 
mercial application  categories,  and  the  re- 
quirements of  applicable  laws,  regulations, 
and  labeling.  Within  12  months  after  the  ef- 
fective date  of  the  Federal  Insecticide,  Fun- 
gicide, and  Rodenticide  Act  Amendments  of 
1986.  the  Administrator,  in  consultation 
with  the  Secretary  of  Agriculture,  shall 
revise  and  make  current  such  material  and 
thereafter  shall  update  such  material  as 
needed. 

■■(h)  Minimum  Standards  for  Trainers 
and  Training  Programs.— 

■■(1)(A)  The  Administrator  shall  establish 
within  one  year  after  the  effective  date  of 
the  Federal  Insecticide.  Fungicide,  and  Ro- 
denticide Act  Amendments  of  1986— 

■■(i)  minimum  standards  of  competency, 
and  experience  or  expertise,  for  trainers  re- 
ferred to  in  subsection  (d),  and 

(ii)  minimum  standards  for  the  training 
programs  referred  to  in  subsection  (d). 

■■(B)  Training  programs  prescribed  by  any 
State  under  subsection  (d)  shall  comply 
with  the  minimum  standards  established  by 
the  Administrator  under  subparagraph  (A) 
not  later  than  2  years  after  the  effective 
date  of  such  standards.  If  on  the  expiration 
of  such  2-year  period  a  State's  training  pro- 
gram fails  to  meet  such  minimum  standards, 
or  if  a  State  fails  to  prescribe  such  a  pro- 
gram, the  Administrator  shall  notify  the 
State  of  such  failure.  After  receipt  of  a 
notice,  a  State  shall  have  90  days  to  bring 
its  training  program  into  compliance  with 
such  standards.  If  on  expiration  of  such  90- 
day  period,  the  State's  training  program 
does  not  meet  such  standards,  the  Adminis- 
trator shall  prescribe  such  training  pro- 
grams referred  to  in  subsection  (d)  for  use 
in  such  State. 

••(2)(A)  The  Administrator  shall  establish 
within  2  years  after  the  effective  date  of  the 
Federal  Insecticide.  Fungicide,  and  Rodenti- 
cide Act  Amendments  of  1986— 

'■(i)  minimum  standards  of  competency, 
and  experience  or  expertise,  for  trainers  re- 
ferred to  in  subsection  (e),  and 

■■(ii)  minimum  standards  for  the  training 
programs  referred  to  in  subsection  (e). 

■(B)  Training  programs  prescribed  by  any 
State  under  subsection  (e)  shall  comply 
with  the  minimum  standards  established  by 
the  Administrator  under  subparagraph  (A) 
not  later  than  2  years  after  the  effective 
date  of  such  standards.  If  on  the  expiration 
of  such  2-year  period  a  State's  training  pro- 
gram fails  to  meet  such  minimum  standards. 


or  if  a  State  fails  to  prescribe  such  a  pro- 
gram, the  Administrator  shall  notify  the 
State  of  such  failure.  After  receipt  of  a 
notice,  a  State  shall  have  90  days  to  bring 
its  training  program  into  compliance  with 
such  standards.  If  on  expiration  of  such  90- 
day  period  the  State's  training  program 
does  not  meet  such  standards,  the  Adminis- 
trator shall  prescribe  the  training  programs 
referred  to  in  subsection  (e)  for  use  in  such 
State. 

■■(i)  Privately  Administered  Training 
Programs.— A  State  agency  may  approve 
any  privately  administered  training  pro- 
gram that  it  determines  meets— 

■■(1)  the  requirements  established  under 
this  section,  or 

■■(2)  requirements  established  by  the  State 
agency. 

whichever  are  more  stringent. 

■■(j)  Enforcement  Officer  Training.— 
Federal  and  State  field  personnel  responsi- 
ble for  on-site  observations  and  inspections 
of  pesticide  use  shall  have  training  that,  as 
a  minimum,  includes  training  covering  ma- 
terials specified  in  subsection  (g)  for  the 
commercial  application  categories  for  which 
they  are  assigned  enforcement  responsibil- 
ity. 

■'(k)  Separate  Standards.— In  establishing 
standards  under  this  section  applicable  to 
applicators,  the  Administrator  shall  estab- 
lish separate  standards  for  commercial  ap- 
plicators and  private  applicators. 

"(1)  State  Agency  Defined.— For  purposes 
of  this  section,  the  term  State  agency' 
means  the  agency  of  a  State  that  is  desig- 
nated under  subsection  (a)(2)(A)  if  the 
State  has  primary  enforcement  responsibil- 
ity for  pesticide  use  violations,  as  provided 
for  by  section  26.  In  the  case  of  a  State  that 
does  not  have  such  primary  enforcement  re- 
sponsibility or  that  does  not  have  an  agency 
designated  under  subsection  (a)(2)(A).  a  ref- 
erence to  a  State  agency  shall  be  considered 
a  reference  to  the  Administrator. ". 

(2)(A)(i)  Except  as  provided  in  clauses  (ii) 
and  (iii).  subsection  (d)  of  section  4  of  the 
Federal  Insecticide.  Fungicide,  and  Rodenti- 
cide Act  (as  added  by  paragraph  (D)  shall 
take  effect  in  a  State  on  the  expiration  of 
the  period  prescribed  by  subsection  (h)  of 
such  section  within  which  training  pro- 
grams of  such  State  under  subsection  (d) 
are  to  be  in  compliance  with  minimum 
standards  prescribed  by  the  Administrator 
of  the  Environmental  Protection  Agency 
under  subsection  (h). 

(ii)  If  an  applicator  in  a  State  is  certified 
as  a  commercial  applicator  under  subsection 
(a)  of  section  4  of  the  Federal  Insecticide, 
Fungicide,  and  Rodenticide  Act  before  the 
effective  date  prescribed  by  clause  (i)  and 
the  Administrator  has  determined  that  the 
previous  certification  or  recertification  re- 
quirements in  that  State  do  not  conform  to 
the  requirements  of  subsection  (d)  of  such 
section,  such  applicator  shall  be  recerti- 
fied- 

(I)  within  2  years  after  the  date  the  train- 
ing programs  of  such  State  under  subsection 
(d)  comply  with  such  minimum  standards  of 
the  Administrator,  or 

(II)  within  such  earlier  time  as  the  State 
may  prescribe. 

(iii)  The  requirements  of  subsection  (d)  of 
section  4  for  registered  commercial  applica- 
tors shall  take  effect  1  year  after  the  expira- 
tion of  the  period  prescribed  by  subsection 
(h)  of  such  section  within  which  training 
programs  of  such  State  under  subsection  (d) 
are  to  be  in  compliance  with  minimum 
standards  prescribed  by  the  Administrator 
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of  the  Environmental  Protection  Agency 
under  subsection  (h). 

(BXi)  Except  as  provided  in  clauses  (ii) 
and  (iii),  subsection  (e)  of  section  4  of  the 
Federal  Insecticide.  Fungicide,  and  Rodenti- 
cide  Act  (as  added  by  paragraph  (D)  shall 
take  effect  in  a  State  on  the  expiration  of 
the  period  prescribed  by  subsection  (h)  of 
such  section  within  which  training  pro- 
grams of  such  State  under  subsection  (e)  are 
to  be  in  compliance  with  minimum  stand- 
ards prescribed  by  the  Administrator  of  the 
Environmental  Protection  Agency  under 
subsection  (h). 

(ii)  If  an  applicator  in  a  State  is  certified 
as  a  private  applicator  under  subsection  (a) 
of  section  4  before  the  effective  date  pre- 
scribed by  clause  (i)  and  the  Administrator 
has  determined  that  the  previous  certifica- 
tion or  recertification  requirements  in  that 
State  do  not  conform  to  the  requirements  of 
subsection  (d)  of  such  section,  such  applica- 
tor shall  be  recertified— 

(I)  within  2  years  after  the  date  the  train- 
ing programs  of  such  State  under  subsection 
(e)  comply  with  such  minimum  standards  of 
the  Administrator,  or 

(II)  within  such  earlier  time  as  the  State 
may  prescribe. 

(iii)  The  requirements  of  subsection  (e)  of 
section  4  for  supervised  private  applicators 
shall  take  effect  1  year  after  the  expiration 
of  the  period  prescribed  by  subsection  (h)  of 
such  section  within  which  training  pro- 
grams of  such  State  under  subsection  (e)  are 
to  be  in  compliance  with  minimum  stand- 
ards prescribed  by  the  Administrator  of  the 
Environmental  Protection  Agency  under 
such  subsection. 

(C)  The  requirements  of  subsection  (j)  of 
section  4  of  the  Federal  Insecticide,  Fungi- 
cide, and  Rodenticide  Act  (as  added  by  para- 
graph (1))  shall  take  effect  1  year  after  the 
Administrator  issues  the  training  materials 
specified  in  subsection  (g)  of  such  section. 

(c)  Section  8.— 

(1)  Section  8  (7  U.S.C.  136f)  (as  amended 
by  section  401)  is  amended  by  adding  at  the 
end  the  following: 

"(c)  Records  of  Applicators.— 

"(1)  Commercial  applicators.— The  Ad- 
ministrator shall  require  each  commercial 
applicator  to  maintain  records  of  each  pesti- 
cide application,  including  the  identity  and 
amount  of  pesticide  applied  and  the  date 
and  location  of  such  application,  for  a 
period  of  2  years  after  each  such  applica- 
tion. 

"(2)  Private  applicators.- No  regulations 
issued  by  the  Administrator  to  carry  out 
this  Act  may  require  any  private  applicator 
to  maintain  any  records  or  file  any  reports 
or  other  documents. 

"(d)  Records  of  Pesticide  Dealers.— The 
Administrator,  by  regulation,  shall  require 
each  pesticide  dealer  to  maintain  a  record  of 
each  sale  or  distribution  of— 

"(1)  a  pesticide  classified  for  restricted 
use.  and 

"(2)  any  other  pesticide  designated  for 
purposes  of  this  subsection  by  the  Adminis- 
trator by  regulation  because  the  pesticide 
may  cause  significant  adverse  effects  on 
health  or  the  environment. 

Such  records  shall  include  the  identity  of 
the  pesticide  sold  or  distributed,  the  identi- 
ty of  the  person  to  whom  the  pesticide  was 
distributed  or  sold,  the  date  of  the  distribu- 
tion or  sale,  and  the  amount  of  the  pesticide 
distributed  or  sold.  A  pesticide  dealer  shall 
maintain  the  records  required  under  this 
subsection  for  3  years  after  the  date  of  the 
distribution  or  sale. 
"(e)  Access.— 


"(1)(A)  Any  pesticide  dealer  or  commer- 
cial applicator  shall  afford  to  any  employee 
or  former  employee  of  such  dealer  or  appli- 
cator access  to  records  required  to  be  kept 
under  subsections  (c)  and  (d)  that  directly 
relate  to  the  employee's  employment  duties. 

"(B)  Any  pesticide  dealer  or  commercial 
applicator  shall  afford  to  any  customer  of 
such  dealer  or  applicator  access  to  the 
records  that  directly  relate  to  any  pesticide 
that  the  customer  purchased  from  the 
dealer  or  that  relate  to  any  pesticide  appli- 
cation made  by  such  an  applicator  at  the  re- 
quest of  the  customer  or  under  a  contract 
with  a  customer. 

"(C)  Each  State  enforcement  agency,  as 
part  of  an  investigation  or  enforcement 
action  in  response  to  a  formal  complaint, 
shall  make  available  reports  of  the  findings 
of  such  investigation  or  action  to  the  com- 
plainant. On  the  request  of  a  complainant, 
such  agency  shall  provide  in  a  timely 
manner  a  progress  report  or  interim  report 
that  contains,  at  a  minimum,  the  records  re- 
quired to  be  kept  under  subsections  (c)  and 
(d)  and  obtained  in  the  investigation  or 
action. 

"(D)  The  records  for  which  access  is  pro- 
vided under  subparagraph  (A),  (B),  or  (C) 
shall  be  accessible  within  30  days  after  a  re- 
quest made  under  such  subparagraph, 
except  that  if  necessary  to  protect  the 
public  health  or  in  a  medical  emergency, 
such  records  shall  be  provided  as  soon  as 
possible,  but  no  later  than  24  hours  after 
the  request  is  made. 

"(2)  A  copy  of  any  record  to  be  required  to 
be  maintained  under  subsection  (c)  or  (d) 
shall  be  submitted  to  a  State  agency  that 
has  primary  enforcement  authority  under 
section  26  on  request  by  such  State  agency 
to  the  commercial  applicator  or  dealer  re- 
quired to  maintain  such  records. 

"(f)  Information  for  Employees.— An  em- 
ployer who  uses  or  supen'ises  the  use  of  a 
pesticide  shall  know  or  have  access  to  the 
brand  name  and  common  or  chemical  name 
of  the  pesticide  and  to  the  safety,  first  aid, 
and  antidote  information  listed  on  the  label- 
ing of  the  pesticide  and  shall  be  responsible 
for  promptly  making  such  information 
available,  on  request,  to  any  employee  ex- 
posed to  the  pesticide  and  to  treating  medi- 
cal personnel.". 

(2)  Section  11  (7  U.S.C.  1361)  is  repealed. 

(d)  Section  12.— Section  12(a)(2)  (7  U.S.C. 
136j(a)(2))  is  amended  by  striking  out  "or" 
at  the  end  of  subparagraph  (O),  by  striking 
out  the  period  at  the  end  of  subparagraph 
(P)  and  inserting  in  lieu  thereof  a  semi- 
colon, and  by  adding  after  subparagraph  (P) 
the  following: 

"(Q)  to  obtain  and  use  records  acquired 
under  section  8(e)  in  furtherance  of  a  com- 
mercial purpose;". 

The  CHAIRMAN.  Are  there  any 
amendments  to  title  VI? 

If  not,  the  Clerk  will  designate  title 
VII. 

The  text  of  title  VII  is  as  follows: 

TITLE  VII— DATA  COMPENSATION 
SEC.  701.  DEFENSIVE  DATA. 

(a)  Amendments.— 

(1)  Section  3(c)(2)(B)(ii)  (7  U.S.C. 
136a(c)(2)(B)(ii))  is  amended  to  read  as  fol- 
lows: 

"(ii)(I)  Each  registrant  of  a  pesticide  for 
which  a  notice  is  issued  under  clause  (i) 
shall  provide  evidence  within  90  days  after 
receipt  of  such  notification  that  it  is  taking 
appropriate  steps  to  secure  the  additional 
data  that  are  required  under  such  notice. 


"(ID  Each  registrant  of  a  pesticide  that 
contains  an  active  ingredient  that  is  only 
used  for  application  in  the  production  of 
food,  feed,  or  fiber  shall,  by  the  ninetieth 
day  after  notification,  agree  to  develop 
jointly  the  additional  data  concerning  that 
active  ingredient  that  are  required  under 
such  notice  or  to  share  in  the  cost  of  devel- 
oping such  data  and  advise  the  Administra- 
tor of  their  intent.  Any  such  registrant  who 
agrees  to  develop  jointly,  or  to  share  in  the 
cost  of  producing,  the  data  shall  be  entitled 
to  examine  and  rely  upon  such  data  in  sup- 
port of  maintenance  of  such  registration. 

"(Ill)  In  the  case  of  any  other  pesticide, 
two  or  more  registrants  of  such  pesticides 
may  agree  to  develop  jointly,  or  to  share  in. 
the  cost  of  developing,  such  data  if  they 
agree  and  advise  the  Administrator  of  their 
intent  within  90  days  after  notification.  Any 
such  registrant  who  agrees  to  develop  joint- 
ly, or  to  share  in  the  cost  of  producing,  the 
data  shall  be  entitled  to  examine  and  rely 
upon  such  data  in  support  of  maintenance 
of  such  registration. 

"(IV)  If  a  pesticide  contains  active  ingredi- 
ents that  are  used  for  application  in  the 
production  of  food.  feed,  or  fiber  and  for 
other  purposes,  the  registrants  of  the  pesti- 
cide who  are  subject  to  a  requirement  to 
submit  additional  data  shall  be  subject  to 
subclause  (II)  or  (III),  whichever  the  major- 
ity of  the  registrants  of  the  pesticide  shall 
agree  to.". 

(2)  The  first  sentence  of  section 
3(c)(2)(B)(iv)  (7  U.S.C.  136a(c)(2)(B)(iv))  is 
amended  by  inserting  after  "under  this  sub- 
paragraph" the  following:  "or  if  the  Admin- 
istrator determines  that  a  registrant  has 
failed  to  take  the  action  required  by  clause 
(ii)(II)". 

(b)  Effective  Date.— The  amendments 
made  by  subsection  (a)  shall  take  effect 
with  respect  to  notices  issued  under  section 
3(c)(2)(B)  of  the  Federal  Insecticide,  Fungi- 
cide, and  Rodenticide  Act  after  the  effective 
date  of  the  Federal  Insecticide,  Fungicide, 
and  Rodenticide  Act  Amendments  of  1986. 

SEC.  702.  data  compensation  AND  ARBITRATION. 

Section  3(c)(l)(D)(ii)  (7  U.S.C. 
136a(c)(l)(D)(ii))  is  amended  by  inserting 
"(I)"  after  "(ii)"  adding  at  the  end  the  fol- 
lowing: 

"(II)  If  the  term  of  a  patent  for  a  pesticide 
registered  under  this  section  is  extended 
after  the  date  of  enactment  of  the  Federal 
Insecticide.  Fungicide,  and  Rodenticide  Act 
Amendmenu  of  1986  under  an  Act  of  Con- 
gress that  amends  title  35.  United  States 
Code,  to  authorize  an  extension  of  the  term 
of  a  patent  for  a  pesticide  that  had  not  ex- 
pired before  the  date  of  enactment  of  such 
Act  of  Congress  irrespective  of  the  date  the 
pesticide  completed  a  regulatory  review 
period  as  defined  in  such  title,  the  amount 
of  compensation  to  be  paid  under  arbitra- 
tion under  subclause  (I)  for  the  use  of  data 
submitted  to  the  Administrator  for  such 
pesticide  shall  be  a  fair  share  of  the  cost  of 
producing  the  data  plus  a  value  premium 
not  to  exceed  that  share,  as  determined  in 
the  arbitration  process. 

"(Ill)  In  the  case  of  a  pesticide  the  term 
of  the  patent  for  which  has  expired,  the 
terms  and  amount  of  compensation,  for  data 
that  was  submitted  for  such  pesticide,  to  be 
paid  by  a  cterson  who  intends  to  file  an  ap- 
plication for  registration  of  a  pesticide  that 
cites  such  data  may  be  fixed  before  the  sub- 
mission of  such  application  by  arbitration 
under  subclause  (I)  initiated  by  such  person. 
The  arbitration  shall  be  binding  on  the 
original  data  submitter  and  shall  be  binding 
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on  such  person  after  the  date  such  persons's 
application  is  submitted.  Each  party  to  the 
first  arbitration  under  this  subclause  to  de- 
termine the  terms  and  amount  of  compensa- 
tion for  the  use  of  particular  data  shall 
share  equally  in  the  payment  of  the  fees 
and  expenses  of  the  arbitrators  and  shall 
each  pay  its  own  attorney's  fees.  In  all  sub- 
sequent arbitrations  under  this  subclause  to 
determine  the  terms  and  amount  of  com- 
pensation for  the  use  of  such  data,  the 
party  to  such  subsequent  arbitration  who 
seeks  to  cite  the  data  of  the  original  data 
submitter  shall  pay  the  fees  and  expenses  of 
the  arbitrators  and  the  attorney's  fees  of 
the  original  data  submitter.  The  provisons 
of  subclause  (I)  apply  to  arbitrations  under 
this  clause,  except  as  otherwise  provided  in 
this  subclause.". 

The  CHAIRMAN.  Are  there  any 
amendments  to  title  VII? 

If  not,  the  Clerk  will  designate  title 
VIII. 

The  text  of  title  VIII  is  as  follows: 

TITLE  VIII— GENERAL 
Subtitle  A — Amendments  to  the  Federal 
insecticide.  Fungicide,  and  Rodenticide  Act 
SEr.  Ml.  ST.4TE  REUISTRATIONS. 

Section  24(c)  (7  U.S.C.  136v(c))  is  amend- 
ed- 

( 1)  by  striking  out  the  period  at  the  end  of 
paragraph  ( 1 )  and  inserting  in  lieu  thereof  a 
comma  and  the  following:  "and  such  regis- 
tration shall  expire  and  be  of  no  further 
effect,  without  further  action  by  the  Admin- 
istrator— 

"(A)  at  the  end  of  the  period,  if  any,  pro- 
vided as  the  duration  of  the  registration  by 
the  State  that  approved  it,  or 

"(B)  10  days  after  the  date  the  Adminis- 
trator publishes  in  the  Federal  Register  a 
notice  stating  that  the  State  that  issued  the 
registration  has  informed  the  Administrator 
that  the  State  no  longer  desires  the  regis- 
tration to  continue  in  effect.",  and 

(2)  by  adding  at  the  end  of  paragraph  (2) 
the  following:  "The  Administrator  shall  es- 
tablish criteria  that  define  the  conditions 
under  which  a  special  local  needs  registra- 
tion may  be  disapproved,  taking  into  ac- 
count geographic  patterns  of  use.". 

SEC.  802.  DEFINITIONS. 

(a)  Amendments.— 

(1)  Section  2<bb).— Section  2(bb)  (7  U.S.C. 
136(bb))  is  amended  by  adding  at  the  end 
the  following:  "For  purposes  of  this  subsec- 
tion, the  term  'man'  includes  unborn  human 
beings  from  the  moment  of  conception.". 

(2)  Section  2(ee).— Section  2(ee)  (7  U.S.C. 
136(ee))  is  amended— 

(A)  by  inserting  before  the  comma  at  the 
end  of  clause  (1)  "unless  the  labeling  specifi- 
cally prohibits  deviation  from  the  specified 
dosage,  concentration,  or  frequency",  and 

(B)  In  clause  (3),  by  inserting  after  "label- 
ing" the  following:  "unless  the  lal>eling  spe- 
cifically states  that  the  product  may  be  ap- 
plied only  by  the  methods  specified  on  the 
labeling". 

(3)  New  DcriNiTiON.- Section  2  (as  amend- 
ed by  section  601(a)(2))  is  amended  by 
adding  at  the  end  the  following: 

'(kk)  To  Distribute  or  Sell.— The  term 
'to  distribute  or  sell'  means  to  distribute, 
sell,  offer  for  sale,  hold  for  distribution, 
hold  for  sale,  hold  for  shipment,  ship,  deliv- 
er for  shipment,  release  for  shipment,  or  re- 
ceive and  (having  so  received)  deliver  or 
offer  to  deliver.  The  term  does  not  include 
the  holding  or  application  of  registered  pes- 
ticides or  use  dilutions  thereof  by  any  appli- 
cator who  provides  a  service  of  controlling 


pests  without  delivering  any  unapplied  pes- 
ticide to  any  person  so  served.", 
(b)  Conforming  Amendments.- 

(1)  Section  3(a)  (7  U.S.C.  136a(a))  is 
amended  to  read  as  follows: 

"(a)  Reouirement  of  Registration  — 
Except  as  provided  by  this  Act,  no  person  in 
any  State  may  distribute  or  sell  to  any 
p)erson  any  pesticide  that  is  not  registered 
under  this  Act.". 

(2)  Section  12(a)  (7  U.S.C.  136j(a))  is 
amended— 

(A)  in  paragraph  (1)  by  striking  out  "dis- 
tribute, sell,  offer  for  sale,  hold  for  sale, 
ship,  deliver  for  shipment,  or  receive  and 
(having  so  received)  deliver  or  offer  to  deliv- 
er, to  any  person—"  and  inserting  in  lieu 
thereof  "distribute  or  sell  to  any  person— ", 
and 

(B)  in  paragraph  (2)(F)  by  striking  out  "to 
make"  and  inserting  in  lieu  thereof  "to  dis- 
tribute or  sell,  or  to  make". 

SEC.  803.  INFORMATION  REQUESTED. 

Section  7  (7  U.S.C.  136e)  (as  amended  by 
section  201)  is  amended  by  adding  at  the 
end  the  following: 

"(f)  Information  Requested.— Consistent 
with  section  3507(a)(1)  of  title  44,  United 
States  Code,  the  Administrator  shall  cata- 
logue and  retrieve  data  in  such  manner  as  to 
eliminate  or  reduce  burdensome  requests  to 
registrants  for  submission  of  information, 
particularly  those  requests  that  require  the 
submission  of  duplicate  confidential  data.". 

SEC.  804.  cooperative  AGREEMENTS. 

Section  23(a)  (7  U.S.C.  136u(a))  is  amend- 
ed to  read  as  follows: 

"(a)  Cooperative  Agreements.— The  Ad- 
ministrator may  enter  into  cooperative 
agreements  with  States  and  Indian  Tribes 
for  the  following: 

"(1)  To  delegate  to  any  State  or  Indian 
Tribe  the  authority  to  cooperate  in  the  en- 
forcement of  this  Act  through  the  use  of  its 
personnel  or  facilities,  to  train  personnel  of 
the  State  or  Indian  Tribe  to  cooperate  in 
the  enforcement  of  this  Act,  and  to  assist 
States  and  Indian  Tribes  in  implementing 
cooperative  enforcement  programs  through 
grants. 

"(2)  To  provide  an  amount  equal  to  50  per- 
cent of  the  anticipated  cost  of  each  State  or 
Indian  tribe,  as  agreed  under  such  coopera- 
tive agreements,  of  conducting  training  pro- 
grams for  certification  of  applicators.  Funds 
shall  be  distributed  among  States  and 
Indian  tribes  on  a  formula  basis,  as  devel- 
oped cooperatively  between  the  Secretary  of 
Agriculture  and  the  Administrator. 

"(3)  To  provide  an  amount  equal  to  50  per- 
cent of  the  anticipated  cost  to  each  State  or 
Indian  tribe,  as  agreed  under  such  coopera- 
tive agreements,  of  conducting  pesticide  cer- 
tification and  licensing  programs,  and  in  the 
case  of  a  State,  for  administering  the  State 
plan  of  each  State  approved  under  section 
4(a)(2).  Funds  shall  be  distributed  among 
the  States  and  Indian  tribes  on  a  formula 
basis  as  specified  by  the  Administrator. 
There  are  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  for  coopera- 
tive agreements  and  grants  under  this  sub- 
section.". 

SEC.  805.  scientific  ADVISORY  PANEL. 

Section  25(d)  (7  U.S.C.  136w(d))  is  amend- 
ed- 

(1)  by  striking  out  "consist  of  7  meml)ers" 
and  inserting  in  lieu  thereof  "be  permanent 
and  consist  of  9  members",  and 

(2)  by  striking  out  the  sentence  beginning 
"The  advisory  panel  established". 


SEC  .  806.  AI'THORITY  FOR  EPA  ACTION. 

The  second  sentence  of  section  27(a)  (7 
U.S.C.  136w-2(a))  is  amended  to  read  as  fol- 
lows: "If  a  State— 

"(1)  does  not  promptly  initiate  appropri- 
ate investigative  action  after  receiving  such 
referral,  or 

"(2)  does  not  initiate  appropriate  enforce- 
ment action  within  90  days  after  receipt  of 
such  referral. 

the  Administrator  may  act  on  such  com- 
plaint or  information  in  accordance  with 
this  Act.". 

SEC.    807.    EXPIRATION    OF    STATE    PRIMARY    EN- 
FORCEMENT RESPONSIBILITY. 

Section  26  (7  U.S.C.  136w-l)  is  amended 
by  adding  at  the  end  the  following: 

"(d)  Expiration.— Notwithstanding  sub- 
sections (a)  and  (b),  the  primary  enforce- 
ment responsibility  of  a  State  under  this 
section  for  pesticide  use  violations  shall 
expire  on  January  1,  1989.  unless  the  Ad- 
ministrator determines  that  the  State  has 
the  authority  to  impose  civil  and  criminal 
penalties  at  least  equal  to  those  provided  in 
section  14.". 

SEC.  808.  I'NLAWFIX  ACTS. 

(a)  Section  12(a).— Section  12(a)  (7  U.S.C. 
136j(a))  (as  amended  by  section  601(d))  is 
amended— 

(1)  by  amending  paragraph  (1)(A)  to  read 
as  follows: 

"(A)  any  pesticide  that  is  not  registered 
under  section  3  or  whose  registration  has 
been  cancelled  or  suspended,  except  to  the 
extent  that  distribution  or  sale  otherwise 
has  been  authorized  by  the  Administrator 
under  this  Act;", 

(2)  by  amending  paragraph  (2)(B)  to  read 
as  follows: 

"(B)  to  refuse  to  (i)  prepare,  maintain,  or 
submit  any  records  required  by  or  under 
this  Act.  (ii)  submit  any  reports  required  by 
or  under  this  Act,  or  (iii)  allow  any  entry, 
inspection,  copying  of  records,  or  sampling 
authorized  by  this  Act:", 

(3)  by  amending  paragraph  (2)(J)  to  read 
as  follows: 

"(J)  to  violate  any  suspension  order  issued 
under  section  3(c)(2)(B).  3A.  or  6;". 

(4)  by  amending  paragraph  (2)(K)  to  read 
as  follows: 

•(K)  to  violate  any  cancellation  order 
issued  under  this  Act;", 

(5)  in  paragraph  (2)(M),  by  striking  out 
"section  8'  and  inserting  in  lieu  thereof 
"this  Act",  and 

(6)  by  adding  at  the  end  paragraph  (2)  the 
following: 

■•(R)  to  willfully  falsify  all  or  part  of  any 
information  relating  to  the  testing  of  any 
pesticide  (or  any  ingredient,  metabolite,  or 
degradation  product  thereof),  including  the 
nature  of  any  protocol,  procedure,  sub- 
stance, organism,  or  equipment  used,  obser- 
vation made,  or  conclusion  or  opinion 
formed,  submitted  to  the  Administrator,  or 
that  the  person  knows  will  be  furnished  to 
the  Administrator  or  will  become  a  part  of 
any  records  required  to  be  maintained  by 
this  Act: 

"(S)  to  willfully  submit  to  the  Administra- 
tor data  known  to  be  false  in  support  of  a 
registration;  or 

••(T)  to  violate  any  regulation  issued  under 
section  3(a),  19(a),  25(c)(3),  or  25(f)  of  this 
Act.". 

(b)  Acts  of  Officers,  Agents,  Etc— 

(1)  Section  12  (7  U.S.C.  136j)  is  amended 
by  adding  at  the  end  the  following: 

■'(c)  Acts  of  Officers,  Agents,  Etc— 
When  construing  and  enforcing  the  provi- 
sions of  this  Act,  the  act,  omission,  or  fail- 
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ure  of  any  officer,  employee,  agent,  or  other 
person  acting  for  or  employed  by  any 
person  shall  be  deemed  to  be  the  act,  omis- 
sion, or  failure  of  such  person  as  well  as 
that  of  the  person  employed.". 

(2)  Paragraph  (4)  of  section  14(b)  (7  U.S.C. 
1361(b))  is  repealed. 

SEC.  K09.  PENALTIES  AND  SUBPOENAS. 

(a)  Section  14(a).— Section  14(a)  (7  U.S.C. 
1361(a))  is  amended— 

(1)  by  amending  paragraph  (1)  to  read  as 
follows: 

"(l)  In  GENERAL.— 

■■(A)  Any  registrant,  applicant  for  a  regis- 
tration, producer,  or  pesticide  testing  facili- 
ty that  violates  any  provision  of  this  Act 
may  be  assessed  a  civil  penalty  by  the  Ad- 
ministrator of  not  more  than  $25,000  for 
each  offense.  If  a  registrant,  applicant  for  a 
registration,  producer,  or  pesticide  testing 
facility  violates  any  provision  of  this  Act 
after  violating  the  same  or  similar  provision 
of  this  Act,  the  Administrator  may  assess  a 
civil  penalty  of  not  more  than  $50,000  for 
such  subsequent  violation. 

"(B)  Any- 

"(i)  commercial  applicator  of  restricted 
use  p)esticides,  or 

"(ii)  any  other  person  not  described  in 
subparagraph  (A)  who  distributes  or  sells 
pesticides  or  devices, 

that  violates  any  provision  of  this  Act  may 
be  assessed  a  civil  penalty  by  the  Adminis- 
trator of  not  more  than  $10,000  for  each  of- 
fense. If  such  person  violates  any  provision 
of  this  Act  after  violating  the  same  or  simi- 
lar provision  of  this  Act,  the  Administrator 
may  assess  a  civil  penalty  of  not  more  than 
$20,000  for  such  subsequent  violation.", 

(2)  by  amending  paragraph  (2)  to  read  as 
follows: 

•(2)  Private  applicator.— Any  private  ap- 
plicator who  violates  any  provision  of  this 
Act  subsequent  to  receiving  a  written  warn- 
ing from  the  Administrator  or  following  a 
citation  for  a  prior  violation,  and  any  other 
person  not  included  in  paragraph  (1)  that 
violates  any  provision  of  this  AcC  may  be  as- 
sessed a  civil  penalty  by  the  Administrator 
of  not  more  than  $1,000  for  each  offense.  If 
such  person  violates  any  provision  of  this 
Act  after  violating  the  same  or  similar  provi- 
sion of  this  Act,  the  Administrator  may 
assess  a  civil  penalty  of  not  more  than 
$2,000  for  such  subsequent  violation.  The 
Administrator  may  waive  the  requirement 
for  a  warning  or  citation  for  a  first  offense 
by  a  private  applicator  if  the  Administrator 
determines  that  the  violation  was  intention- 
al or  caused  significant  harm  to  health  or 
the  environment.", 

(3)  by  adding  at  the  end  of  paragraph  (3) 
the  following:  "If  the  person  neither  resides 
nor  has  its  principal  place  of  business  in  the 
United  States,  the  Administrator  may  desig- 
nate a  site  for  the  hearing  in  the  United 
States  that  is  reasonably  convenient  for  the 
parties.",  and 

(4)  in  the  first  sentence  of  paragraph  (4), 
by  inserting  "the  economic  benefit  (if  any) 
resulting  from  the  violation,"  after  "to  con- 
tinue in  business,". 

(b)  Section  14(b).— 

(1)  Section  14(b)(1)  (7  U.S.C.  1361(b)(1))  is 
amended  to  read  as  follows: 

"(1)  In  GENERAL.— 

"(A)  Any  registrant,  applicant  for  a  regis- 
tration, producer,  or  pesticide  testing  facili- 
ty that  knowingly  violates  any  provision  of 
this  Act  shall  be  fined  not  more  than 
$50,000  or  imprisoned  for  not  more  than  one 
year,  or  both. 

"(B)  Any  commercial  applicator  of  a  re- 
stricted use  pesticide,  or  any  other  person 


not  described  in  subparagraph  (A)  who  dis- 
tributes or  sells  pesticides  or  devices,  that 
knowingly  violates  any  provision  of  this  Act 
shall  be  fined  not  more  than  $25,000  or  im- 
prisoned for  not  more  than  one  year,  or 
both.". 

(2)  Section  14(b)(2)  (7  U.S.C.  1361(b)(2))  is 
amended  (A)  by  striking  out  "$1,000"  and 
inserting  in  lieu  thereof  "$2,000",  and  (B)  by 
striking  out  "30"  and  inserting  in  lieu  there- 
of "60". 

(c)  Subpoenas.— Section  14(a)  (7  U.S.C. 
1361(a))  is  amended  by  adding  at  the  end  the 
following: 

"(6)  Subpoenas.— The  Administrator,  in 
connection  with  administrative  proceedings 
under  this  subsection,  may  issue  subpoenas 
compelling  the  attendance  and  testimony  of 
witnesses  and  subpoenas  duces  tecum  and 
may  request  the  Attorney  General  to  bring 
an  action  to  enforce  any  subpoena  issued 
under  this  paragraph.  The  district  courts  of 
the  United  States  shall  have  jurisdiction  to 
enforce  such  subpoenas  and  impose  sanc- 
tions.". 

SEC.  810.  CONGRESSIONAL  REVIEW. 

Section  25(a)(4)  (7  U.S.C.  136w(a)(4))  is 
amended  to  read  as  follows: 

"(4)  Congressional  review  of  regula- 
tions.—Simultaneously  with  the  promulga- 
tion of  any  rule  or  regulation  under  this 
Act,  the  Administrator  shall  transmit  a  copy 
thereof  to  the  Secretary  of  the  Senate  and 
the  Clerk  of  the  House  of  Representatives. 
The  rule  or  regulation  shall  not  become  ef- 
fective until  the  passage  of  60  calendar  days 
after  the  rule  or  regulation  is  so  transmit- 
ted.". 

SEC.  811.  REVIEW  OF  REGILATIONS. 

Section  16  (7  U.S.C.  136n)  is  amended  by 
adding  at  the  end  thereof  the  following: 

"(e)  Review  of  Regulations.— 

"(1)(A)  Any  regulation  issued  under  this 
Act  and  first  published  in  the  Federal  Regis- 
ter in  final  form  after  the  effective  date  of 
the  Federal  Insecticide,  F^ingicide,  and  Ro- 
denticide  Act  Amendments  of  1986  shall  be 
reviewable  only  as  provided  by  this  subsec- 
tion. Any  person  may  obtain  judicial  review 
of  the  regulation  by  filing  a  petition  for 
review  in  the  United  States  court  of  appeals 
for  the  circuit  wherein  the  person  resides  or 
has  its  principal  place  of  business  or  in  the 
United  States  Court  of  Appeals  for  the  Dis- 
trict of  Columbia  Circuit.  Any  petition 
under  this  paragraph  for  review  of  a  regula- 
tion shall  be  filed  within  120  days  after  the 
date  of  promulgation  of  the  regulation  as 
designated  by  the  Administrator  in  the  Fed- 
eral Register. 

"(B)  Any  refusal  by  the  Administrator  of 
a  petition  to  modify  or  rescind  a  regulation 
issued  under  this  Act  shall  be  reviewable 
only  as  provided  by  this  subsection.  Any 
person  may  obtain  judicial  review  of  the  re- 
fusal by  filing  a  petition  for  review  in  the 
United  States  court  of  appeals  for  the  cir- 
cuit wherein  the  person  resides  or  has  its 
principal  place  of  business  or  in  the  United 
States  Court  of  Appeals  for  the  District  of 
Columbia  Circuit.  Any  such  petition  for 
review  of  a  refusal  to  modify  or  rescind  a 
regulation  shall  be  filed  within  120  days 
after  such  refusal. 

"(C)  The  scope  of  review  under  subpara- 
graph (A)  or  (B)  shall  be  as  specified  in  sec- 
tion 706  of  title  5,  United  States  Code.  The 
commencement  of  a  proceeding  under  sub- 
paragraph (A)  or  (B),  unless  specifically  or- 
dered by  the  court  to  the  contrary,  shall  not 
operate  as  a  stay  of  the  regulation. 

"(2)  A  regulation  issued  by  the  Adminis- 
trator or  a  refusal  by  the  Administrator  of  a 
petition  to  modify  or  rescind  a  regulation 


issued  under  this  Act  shall  not  be  subject  to 
judicial  review— 

"(A)  in  any  suspension,  cancellation,  or 
denial  proceeiding  under  this  Act  or  in  any 
appeal  therefrom,  or 

"(B)  in  any  proceeding  under  section  13  or 
14(a),  or  subsection  (c),  or  in  any  appeal 
therefrom  except  on  request  of  a  person 
who,  as  an  agricultural  producer,  is  adverse- 
ly affected  by  such  action. 

"(3)  If  a  person  who  is  a  party  to  a  pro- 
ceeding described  in  subparagraph  (A)  or 
(B)  of  paragraph  (2)  that  is  based  on  a  regu- 
lation issued  under  this  Act  petitions  the 
Administrator  to  modify  or  rescind  such 
regulation,  the  application  of  such  regula- 
tion in  the  proceeding  shall  be  stayed  until 
the  Administrator  issues  a  final  decision  on 
the  petition. 

"(4)  As  used  in  this  subsection,  the  term 
■agricultural- producer'  means  a  nongovern- 
mental producer  of  agricultural  commod- 
ities who  (A)  uses  or  supervises  the  use  of 
any  pesticide  for  the  production  of  such 
commodities  on  property  owned  or  rented 
by  the  producer  or  the  producer's  employer, 
or  (B)  without  compensation  other  than  the 
trading  of  personal  senices.  assists  another 
agricultural  producer  with  the  application 
of  pesticides  on  such  producer's  land.". 

SEC.  812.  DELEGATION  AND  C«X)PEKATION. 

Section  22  (7  U.S.C.  136t)  is  amended  by 
adding  at  the  end  the  following: 

"(c)  Effect  on  Certain  Other  Laws.— The 
Administrator  in  exercising  any  authority 
under  this  Act,  shall  not,  for  the  purposes 
of  section  4>b)(l)  of  the  Occupational 
Safety  and  Health  Act  of  1970  (29  U.S.C. 
653(b)(1)),  be  deemed  to  be  exercising  statu- 
tory siuthority  to  prescribe  or  enforce  stand- 
ards or  regulations  affecting  occupational 
safety  or  health  to  the  extent  that  the  Ad- 
ministrator and  the  Secretary  of  Labor  by 
agreement  specify  that  such  exercise  of  au- 
thority by  the  Administrator  under  this  Act 
is  not  to  be  considered  an  exercise  of  statu- 
tory authority  for  purposes  of  section 
4(b)(1).  To  ensure  the  safety  and  health  of 
workers,  the  Administrator  and  the  Secre- 
tary of  Labor  shall  seek  to  reach  such  agree- 
ments and  to  coordinate  the  exercise  of 
their  statutory  authority.". 

SEC.  813.  INDEMNITY  REPORT  BY  EPA. 

Section  15  (7  U.S.C.  136m)  is  amended  by 
adding  at  the  end  the  following: 

•(c)  Report.— If  the  Administrator  takes 
an  action  that  under  subsection  (a)  requires 
the  payment  of  indemnification,  the  Admin- 
istrator shall  report  to  the  Committee  on 
Agriculture  of  the  House  of  Representa- 
tives, the  Committee  on  Agriculture.  Nutri- 
tion, and  Forestry  of  the  Senate,  and  the 
Committees  on  Appropriations  of  the  House 
of  Representatives  and  the  Senate— 

■(1)  the  action  taken  that  requires  the 
payment  of  indemnification, 

■■(2)  the  reasons  for  taking  such  action, 

"(3)  the  estimated  cost  of  the  payment, 

•■(4)  the  effect  such  payment  would  have 
on  the  budget  of  the  Administrator  to  im- 
plement this  Act  without  a  specific  addition- 
al appropriation  for  the  payment,  and 

"(5)  a  request  for  the  appropriation  of 
funds  for  such  payment. ". 

SEC.  814.  GROINDWATER  ACTHORITY. 

The  Act  (as  amended  by  section  202)' is 
amended  by  adding  after  section  31  the  fol- 
lowing: 

•SEC.  32.  GROUNDWATER  AITHORITY. 

■(a)  In  General.— The  Administrator,  as 
appropriate  and  necessary,  shall  use  the  au- 
thorities under  this  Act  to  provide  for  the 


24742 


CONGRESSIONAL  RECORD— HOUSE 


September  19,  1986 


protection  of  drinking  water  and  ground- 
water against  contamination  by  pesticides. 

"(b)  Use  or  Other  Authorities.— In  car- 
rying out  subsection  (a),  the  Administrator 
shall  use  maximum  contaminant  levels  es- 
Ublished  under  title  XIV  of  the  Public 
Heaith  Service  Act.  whenever  available,  as 
groundwater  residue  guidance  levels. 

•■(c)  Consultation  with  States.— In  car- 
rying out  subsection  (a),  the  Administrator 
shall  consult  with,  and  take  into  account 
the  views  of.  the  States  on— 

"(1)  the  distinction  between  drinking 
water,  shallow  groundwater  that  is  not  a  po- 
tential source  of  drinking  water,  and 
groundwater  that  is  a  potential  source  of 
drinking  water, 

"(2)  degradation  of  pesticides  in  ground- 
water, and 

"(3)  appropriate  means  for  responding  to 
and  preventing  pesticide  contamination  of 
drinking  water  and  groundwater. 

"(d)  Consultation  with  Secretary  of  Ag- 
riculture.—In  carrying  out  subsections  (a) 
and  (c),  the  Administrator  shall  consult 
with  the  Secretary  of  Agriculture.". 

SEC.  81S.  WORKER  HEALTH  AND  SAFETY. 

Section  25  (7  U.S.C.  136w)  is  amended  by 
adding  at  the  end  the  following: 

"(f)  Worker  Health  and  Safety.— 

"(IHA)  The  Administrator,  as  soon  as 
practicable,  shall  promulgate  regulations 
that  require  the  protection,  as  appropriate 
and  necessary,  of  employees  who  mix,  load. 
or  apply  pesticides  and  agricultural  employ- 
ees who  work  in  pesticide-treated  areas. 

"(B)  The  Administrator  shall  promulgate 
regulations  that  provide  for  the  training,  as 
appropriate  and  necessary,  of  employees 
who  mix.  load,  or  apply  pesticides.  Any 
training  requirement  that  may  be  estab- 
lished by  the  Administrator  under  this  sub- 
paragraph shall  not  apply  to  any  person 
who  is  required  to  receive  the  training  de- 
scril>ed  in  subsection  (d)  or  (e)  of  section  4. 

"(C)  For  purposes  of  subparagraphs  (A) 
and  (B).  the  term  'employees'  does  not  in- 
clude employees  occupationally  exposed  to 
pesticides  or  pesticide  residues  as  a  result  of 
the  use  of  pesticides  on  livestock  or  other 
animals. 

"(2)(A)  The  Administrator  shall  promul- 
gate regulations  under  paragraph  (1)  for 
employees  not  described  in  subparagraph 
<B)  not  later  than  3  years  after  the  date  of 
enactment  of  the  Federal  Insecticide.  F\ingi- 
cide.  and  Rodenticide  Act  Amendments  of 
1986. 

"(B)  The  Administrator  shall  provide  a 
period  of  at  least  6  months  for  comments  on 
proposed  regulations  issued  under  para- 
graph ( 1 )  that  apply  to  agricultural  employ- 
ees who  mix.  load,  or  apply  pesticides  or 
who  work  in  pesticide-treated  areas.  Such 
regulations  shall  be  promulgated  not  later 
than  2  years  after  the  date  of  enactment  of 
the  Federal  Insecticide,  Fungicide,  and  Ro- 
denticide Act  Amendments  of  1986. 

"(3)  Not  later  than  6  months  after  the 
date  of  the  publication  of  the  notice  of  pro- 
posed rulemaking  issued  for  the  regulations 
for  employees  described  in  paragraph  (2)(B) 
to  be  promulgated  under  paragraph  (1),  the 
Secretary  of  Agriculture  shall  submit  to  the 
Administrator  a  report  on  the  impact,  cost, 
and  effectiveness  of  such  regulations  on  the 
agricultural  community.  The  Secretary 
shall  submit  a  copy  of  such  report  to  Con- 
gress. 

"(4)  Simultaneously  with  the  promulga- 
tion of  regulations  under  paragraph  ( 1 ),  the 
Administrator  shall  transmit  a  copy  of  such 
regulations  to  the  Secretary  of  the  Senate 
and  the  Clerk  of  the  House  of  Representa- 


tives. Such  regulations  may  not  become  ef- 
fective until  the  expiration  of  120  days  after 
the  date  such  regulations  are  so  transmit- 
ted.". 

SEC.  8lfi.  AITHORIZATION  FOR  APPROPRIATIONS. 

Effective  October  1,  1986,  section  33  (7 
U.S.C.  136y)  (as  redesignated  by  section 
202(b))  is  amended  to  read  as  follows: 

•SEC.  33.  AITHORIZATIO.N  FOR  APPROPRI.ATIONS. 

"There  is  authorized  to  be  appropriated  to 
carry  out  this  Act  (other  than  sections  23(a) 
and  31)  $78,363,500  for  fiscal  year  1987,  of 
which  not  more  than  $13,735,500  shall  be 
available  for  research  under  this  Act, 
$87,414,200  for  fiscal  year  1988,  of  which  not 
more  than  $14,343,600  shall  be  available  for 
research  under  this  Act,  $91,673,400  for 
fiscal  year  1989,  of  which  not  more  than 
$14,978,200  shall  be  available  for  research 
under  this  Act,  $98,305,800  for  fiscal  year 
1990,  of  which  not  more  than  $15,625,900 
shall  be  available  for  research  under  this 
Act,  and  $106,808,700  for  fiscal  year  1991,  of 
which  not  more  than  $16,300,100  shall  be 
available  for  research  under  this  Act.''. 

Subtitle  B— Other  Provisions 
SEC.  H21.  LIABILITY 

(a)  Pesticide  Use.— An  agricultural  pro- 
ducer shall  not  be  liable  in  any  action 
brought  after  the  effective  date  of  this  Act 
under  any  Federal  statute  for  damages 
caused  by  pesticide  use  unless  the  producer 
has  acted  negligently,  recklessly,  or  inten- 
tionally. Proof  that  the  agricultural  produc- 
er used  the  pesticide  in  a  manner  consistent 
with  label  instructions  shall  create  a  rebut- 
table presumption  that  the  agricultural  pro- 
ducer did  not  act  negligently. 

(b)  FIFRA  Penalties.— An  agricultural 
producer  shall  not  be  held  liable  in  an 
action  brought  under  section  14  of  the  Fed- 
eral Insecticide,  Fungicide,  and  Rodenticide 
Act  for  civil  penalties  for  a  violation  of  sec- 
tion 12(a)(2)(G)  of  such  Act  unless  the  pro- 
ducer used  the  pesticide  in  a  manner  incon- 
sistent with  its  labeling.  Proof  that  the  pes- 
ticide was  used  in  a  manner  consistent  with 
its  label  instructions  shall  create  a  rebutta- 
ble presumption  that  the  agricultural  pro- 
ducer did  not  violate  such  subsection. 

(c)  Definition.— As  used  in  this  section, 
the  term  "agricultural  producer"  means  a 
nongovernmental  producer  of  agricultural 
commodities  who  (1)  uses  or  supervises  the 
use  of  any  pesticide  for  the  production  of 
such  commodities  on  property  owned  or 
rented  by  the  producer  or  the  producer's 
employer,  or  (2)  without  compensation 
other  than  the  trading  of  personal  services, 
assists  another  agricultural  producer  with 
the  application  of  pesticides  on  such  produc- 
er's land. 

SEC.    822.    EVALUATION    BY    THE    COMPTROLLER 
GENERAL. 

(a)  Evaluation.— The  Comptroller  Gener- 
al of  the  United  States  shall  conduct  an 
evaluation  of  the  programs  and  activities 
authorized  by  the  amendments  to  the  Fed- 
eral Insecticide,  Fungicide,  and  Rodenticide 
Act  made  by  this  Act  and  shall  make  a  final 
report  of  such  evaluation  to  Congress  no 
later  than  December  31,  1988.  The  Comp- 
troller General  shall  include  in  such  evalua- 
tion the  effect  that  the  Federal  Insecticide, 
Fungicide,  and  Rodenticide  Act,  as  amended 
by  this  Act,  is  having  on  the  cost  and  avail- 
ability of  pesticides  to  farmers  as  well  as 
other  producers  of  food  and  fiber.  Such 
evaluation  shall  include  an  analysis  of  the 
reregistration  program  under  such  Act  and 
any  program  conducted  by  the  Administra- 
tor of  the  Environmental  Protection  Agency 
under  such  Act  relating  to  groundwater. 


(b)  Records.— For  the  purpose  of  conduct- 
ing program  evaluations  required  under  sub- 
section (a),  the  Comptroller  General,  or  the 
duly  authorized  representatives  of  the 
Comptroller  General,  shall  have  access  to 
and  the  right  to  examine  all  documents, 
papers,  records,  data,  pesticide  study  docu- 
mentation, or  other  recorded  information 
within  the  possession  or  control  of  the  Ad- 
ministrator of  the  Environmental  Protec- 
tion Agency  or  within  the  possession  or  con- 
trol of  pesticide  registrants  subject  to  regu- 
lation under  the  Federal  Insecticide.  Fungi- 
cide, and  Rodenticide  Act.  The  Comptroller 
General  and  the  representatives  of  the 
Comptroller  General  shall  be  subject  to  the 
same  restrictions  regarding  the  disclosure  of 
trade  secret  information  as  are  the  employ- 
ees of  the  Environmental  Protection 
Agency. 

SEC.  823.  IRI  PROGRAM. 

Section  2(c)  of  the  Act  of  August  4,  1965 
(7  U.S.C.  450i(c)),  is  amended  by  inserting 
before  the  first  sentence  after  paragraph  (2) 
the  following:  "The  Secretary  in  making 
grants  under  paragraph  (2)(B)  shall  provide 
support  for  the  interregional  project 
number  4  program  (commonly  referred  to  as 
the  •IR4  program). ". 

SEC.  824.  PESTICIDE  RISK  RATING. 

(a)  Study.— Subject  to  subsection  (b),  the 
Administrator  of  the  Environmental  Protec- 
tion Agency  shall  contract  with  the  Board 
of  Agriculture  of  the  National  Academy  of 
Sciences  to  conduct  a  study  to  determine 
the  feasibility  of  establishing  an  environ- 
mental risk  rating  for  pesticides  used  in  the 
production  of  agricultural  commodities. 
Such  risk  rating  shall  take  into  consider- 
ation methods  of  application,  chronic  and 
acute  toxicity,  and  anticipated  losses  to  and 
persistence  in  the  environment.  In  conduct- 
ing the  study,  the  National  Academy  of  Sci- 
ences shall  seek  information  and  advice 
from  recognized  public  and  private  sector 
scientists  and  provide  opportunity  for  public 
comment  on  the  preliminary  findings  relat- 
ing to  the  development  of  a  risk  rating.  The 
National  Academy  of  Sciences  shall  report 
the  findings  of  such  study  to  the  Adminis- 
trator and  to  the  Committee  on  Agriculture 
of  the  House  of  Representatives  and  the 
Committee  on  Agriculture.  Nutrition,  and 
Forestry  of  the  Senate  within  18  months 
after  the  date  of  the  enactment  of  this  Act. 

(b)  Limitation.— The  study  required  by 
subsection  (a)  shall  be  conducted  at  such 
cost  as  the  Administrator,  in  consultation 
with  the  National  Academy  of  Sciences, 
may  establish. 

(c)  Contract  Authority.— The  authority 
of  the  Administrator  to  enter  into  contracts 
under  this  section  shall  be  effective  only  to 
such  extent  or  in  such  amounts  as  are  pro- 
vided in  advance  In  appropriation  Acts. 

SEC.    825.    STUDY    OF    NONAGRICCLTl'RAL    PESTI- 
CIDES. 

The  Administrator  of  the  Environmental 
Protection  Agency  shall  study  and  report  to 
Congress  within  one  year  after  the  date  of 
the  enactment  of  this  Act  on  the  pesticide 
volume,  use  sites,  and  target  insects  for  non- 
agricultural  pesticides. 

SEC.  826.  DIOXIN  STUDY. 

The  Administrator  of  the  Environmental 
Protection  Agency  shall  collect  and  analyze 
samples  of  human  breast  milk  for  residues 
of  isomers  of  chlorinated  dioxins  and  diben- 
zofurans.  Not  later  than  2  years  after  the 
date  of  the  enactment  of  this  Act.  the  Ad- 
ministrator shall  report  to  Congress  the 
findings  from  the  analysis  of  such  samples. 
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SKC.  H27.  PKSTICIDK  DRII'T. 

The  Administrator  of  the  Environmental 
Protection  Agency,  within  2  years  after  the 
date  of  enactment  of  this  Act,  shall  report 
to  the  Committee  on  Agriculture  of  the 
House  of  Representatives  and  to  the  Com- 
mittee on  Agriculture.  Nutrition,  and  For- 
estry of  the  Senate  on  the  incidence  and  po- 
tential adverse  effects  on  human  health  and 
the  environment  of  the  drift  of  pesticides 
from  the  site  of  application  at  the  time  of 
application. 

SRC.    H2H.    Sl'RVEY    OK    NATIRAI.I.V    <K('t  RRING 
AGENTS  THAT  AtT  AS  PESTICIDES. 

The  Administrator  of  the  Environmental 
Protection  Agency  shall  conduct  a  survey  to 
determine  what  research  has  been,  or  is 
being,  conducted  to  establish  the  extent  to 
which  agents  that  act  as  pesticides  are  man- 
ufactured by  plants  and  thereby  exist  natu- 
rally in  fruits,  vegetables,  grains,  legumes, 
and  oilseeds  commonly  consumed  by  per- 
sons in  the  United  States.  The  Administra- 
tor shall  provide  a  report  on  the  findings  of 
the  survey  to  the  Committee  on  Agriculture 
of  the  House  of  Representatives  and  to  the 
Committee  on  Agriculture,  Nutrition,  and 
Forestry  of  the  Senate  not  later  than  De- 
cember 31,  1987,  and  shall  release  such  find- 
ings to  the  public.  The  report  shall  include 
information  on  the  extent  to  which  such 
naturally  occurring  agents  have  been  identi- 
fied, the  nature  of  such  agents,  and  the 
extent  to  which  such  agents  have  been 
shown  to  be  toxic,  carcinogenic,  or  mutagen- 
ic. 

The  CHAIRMAN.  Are  there  any 
amendments  to  title  VIII? 

AMENDMENT  OFFERED  BY  MR  BEDEIX 

Mr.  BEDELL,  Mr,  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Bedell:  Page 
134,  strike  out  line  S  and  all  that  follows 
through  line  6  on  page  135  and  insert  in  lieu 
thereof  the  following: 

SEC.  814.  GROUNDWATER  AITHORITY. 

(a)  Definitions.— Section  2  (7  U.S.C.  136) 
(as  amended  by  section  802)  is  amended  by 
adding  at  the  end  the  following: 

"(11)  Groundwater.— The  term  'ground- 
water' means  water  below  the  land  surface 
in  a  zone  of  saturation. 

"(mm)  Reliable  Analytical  Data.— The 
term  'reliable  analytical  data'  means  scien- 
tific information  that  verifies  the  presence 
of  a  pesticide  in  a  groundwater  sample  and 
that  is  of  a  reliable  scientific  quality  accord- 
ing to  generally  recognized  standards  and 
good  laboratory  practices  for  sampling  and 
analysis  of  pesticides  in  groundwater. 

"(nn)  Potential  Sources  of  Drinking 
Water.— The  term  'potential  sources  of 
drinking  water'  means  the  portion  of  an  aq- 
uifer or  aquifer  system  that  contains  suffi- 
cient quantity  and  is  of  sufficient  quality  to 
supply  potable  water  to  a  drinking  water 
well,  taking  into  account  ( 1 )  geographic  con- 
siderations and  depth  to  drinking  water,  (2) 
and  State  criteria  or  guidelines  for  siting 
new  wells  established  under  section  1428  of 
the  Pacific  Health  Service  Act  or  other 
State  authority,  and  (3)  shallow  groundwat- 
er that  is  not  potential  drinking  water. 

"(00)  Drinking  Water  Well.— The  term 
'drinking  water  well'  means  a  well  or  spring 
currently  supplying  water  for  human  con- 
sumption. 

"(pp)  Groundwater  Sampling  Point.— 
The  term  'groundwater  sampling  point' 
means  a  public  or  community  water  supply, 
a  private  water  supply,  a  spring,  or  a  moni- 
toring well  or  other  groundwater  source  if 


the  well  or  source  is  reasonably  designed 
and  of  adequate  depth  to  permit  the  collec- 
tion of  representative  groundwater  samples. 

"(qq)  Groundwater  Residue  Guidance 
Level.— The  term  'groundwater  residue 
guidance  level'  means  groundwater  residue 
guidance  level  established  under  section 
1429  of  the  Public  Health  Service  Act.". 

(b)  Authority.— The  Act  (as  amended  by 
section  202)  Is  amended  by  adding  after  sec- 
tion 31  the  following: 

"SEC.  32.  PROTECTION  OF  GROl'NDWATER. 

"(a)  Notification.— 

"(1)  Requirement.— When  a  registrant  of 
a  pesticide  obtains  or  learns  of  reliable  ana- 
lytical data  that  a  pesticide  has— 

"(A)  been  detected  at  any  groundwater 
sampling  point  and  no  groundwater  residue 
guidance  level  has  been  issued  for  the  pesti- 
cide under  subsection  (e), 

"(B)  has  been  detected  at  a  groundwater 
sampling  point  at  a  concentration  higher 
than  known  previously  to  have  been  report- 
ed to  the  Administrator  at  such  grounclwat- 
er  sampling  point,  or 

"(C)  has  been  detected  at  any  groundwat- 
er sampling  point  at  a  concentration  at  or 
greater  than  20  percent  of  the  groundwater 
residue  guidance  level  issued  for  the  pesti- 
cide under  subsection  (e), 
the  registrant  shall  file  a  report  containing 
such  information  within  15  working  days 
with  both  the  Administrator,  the  State  in 
which  the  groundwater  sampling  point  is  lo- 
cated, and  the  owner  of  the  property  in 
which  the  groundwater  sampling  point  is  lo- 
cated, if  known. 

"(2)  Content  of  report.— A  report  re- 
quired by  paragraph  (1)  for  detection  of  a 
pesticide  shall  contain  information  known 
to  the  registrant  of  the  pesticide  on  the 
level  of  detection  of  the  pesticide,  the  fre- 
quency of  detection  of  the  pesticide,  loca- 
tion (including  depth)  where  the  pesticide 
was  detected,  date  of  the  pesticide  detec- 
tion, well  construction  if  the  pesticide  was 
detected  in  a  well,  soil  type  where  the  pesti- 
cide was  detected,  and  analytical  method 
used  to  make  the  pesticide  detection,  includ- 
ing information  on  the  precision,  accuracy, 
and  limits  of  the  method  of  detection  and 
any  quality  assurance  and  control  proce- 
dures used  in  the  pesticide  detection. 

"(b)  Review  for  Further  Action.— Upon 
receiving  information  of  a  detection  of  a 
pesticide  at  any  groundwater  sampling 
point,  the  Administrator  shall  promptly 
review  the  information  to  determine  the  re- 
liability of  the  detection  and  to  determine 
whether  further  action  should  be  taken  to 
protect  groudwater. 

"(c)  Monitoring.— 

"(1)  Confirmation  of  detections.— If  the 
Administrator  receives  reliable,  analytical 
data  indicating  that— 

"(A)  a  pesticide  has  been  detected  in  a 
drinking  water  well, 

"(B)  the  concentration  of  the  pesticide 
equals  or  exceeds  any  groundwater  residue 
guidance  level  issued  under  subsection  (d) 
for  that  pesticide,  and 

"(C)  the  presence  of  the  pesticide  in  the 
drinking  water  well  may  l)e  the  result  of  use 
of  the  pesticide  in  accordance  with  the  la- 
beling on  the  pesticide  or  widespread  and 
commonly  recognized  practices  involving 
the  pesticide, 

the  Administrator  may  require  the  regis- 
trant of  the  pesticide  detected  to  conduct 
such  analysis  of  samples  of  groundwater 
from  the  drinking  water  well  involved  as  is 
necessary  to  determine  whether  the  pesti- 
cide is  present  at  a  concentration  that 
equals  or  exceeds  such  groundwater  residue 


guidance  level.  A  monitoring  requirement 
imposed  under  this  paragraph  shall  be  com- 
pleted within  90  days  of  notice  to  the  regis- 
trant. The  procedures  of  section  3(c)(2)(B) 
shall  govern  any  monitoring  requirement 
imposed  under  this  paragraph. 

"(2)  Requirement  for  monitoring.— If  the 
Administrator  determines  that  additional 
data  on  the  presence  of  a  pesticide  in 
groundwater  are  required  to  maintain  in 
effect  an  existing  registration  of  the  pesti- 
cide, the  Administrator  may,  under  section 
3(c)(2)(B).  require  the  registrant  of  the  pes- 
ticide to'  conduct  groundwater  monitoring. 
The  Administrator  shall  consult  with  the 
Secretary  of  Agriculture,  the  heads  of  other 
appropriate  Federal  agencies,  and  the 
States  concerning  the  design  and  scope  of 
monitoring  requirements  imposed  under 
this  paragraph.  The  design  and  the  scope  of 
the  monitoring  requirement  should  take 
into  account  all  relevant  information,  in- 
cluding the  magnitude  and  frequency  of  the 
detection  of  the  pesticide  involved,  pattern 
of  pesticide  use  and  soil  types  involved  in 
the  detection,  physical  and  chemical  proper- 
ties of  the  pesticide,  rainfall  patterns,  well 
construction  if  the  pesticide  was  detected  in 
a  well,  rates  of  degradation,  reliability  and 
analytical  accuracy  of  the  detection,  and  re- 
sults of  State  or  other  sponsored  monitor- 
ing. To  the  extent  feasible,  monitoring 
should  be  at  representative  geographical 
and  hydrogeological  areas  associated  with 
locations  and  conditions  of  concern  as  deter- 
mined by  the  Administrator. 

"(3)  Judicial  review.— Monitoring  re- 
quirements imposed  under  paragraph  (2) 
shall  be  subject  to  judicial  review  under  sec- 
tion 16. 

•^d)  Response  to  Groundwater  Contami- 
nation.— 

"(1)  Requirement.— If  the  Administrator 
determines  that  a  pesticide  is  present  in  a 
drinking  water  well  at  a  concentration  that 
exceeds  the  final  groundwater  residue  guid- 
ance level  applicable  to  the  pesticide  and 
that  the  presence  of  the  pesticide  in  the 
drinking  water  well  may  be  the  result  of  use 
of  the  pesticide  in  accordance  with  the  la- 
beling on  the  pesticide  or  as  a  result  of  wide- 
spread and  commonly  recognized  practice 
involving  the  pesticide,  the  Administrator 
shall  notify  the  State  in  which  the  drinking 
water  well  is  located  of  the  Administrator's 
determination  and  shall  provide  it  with  all 
information  relevant  to  the  determination. 
Such  State  shall  take  action  within  90  days 
of  such  notification  to  prevent  potential  ad- 
verse effects  on  human  health  and  the  envi- 
ronment from  such  pesticide.  In  taking  such 
action,  the  State  shall  take  appropriate  ■. 
action  regarding  the  sale  or  use  of  the  pesti- 
cide detected  at  such  drinking  water  well  to 
bring  and  retain  concentrations  of  the  pesti- 
cide at  such  drinking  water  well  at  or  below 
the  final  groundwater  residue  guidance  level 
applicable  to  the  pesticide. 

"(2)  Action  by  the  administrator.— 
"(A)  if  a  State  does  not  have  the  authority 
to  take  the  action  required  by  paragraph  (1) 
with  respect  to  a  pesticide  detected  in  a 
drinking  water  well  or  fails  to  take  such 
action  within  the  time  period  prescribed  by 
such  paragraph,  the  Administrator  shall 
take  appropriate  action  under  this  Act  to 
bring  and  retain  the  concentration  of  the 
pesticide  detected  at  such  drinking  water 
well  at  or  below  the  final  groundwater  resi- 
due guidance  level  applicable  to  the  pesti- 
cide and  may  take  such  other  action  under 
this  Act  as  the  Administrator  deems  neces- 
sary to  prevent  potential  adverse  effects  on 
human  health  and  the  environment  from 
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the  pesticide.  If  the  Administrator  takes 
such  action,  the  Administrator  shall  publish 
notice  of  the  action  in  the  Federal  Register 
and  take  appropriate  steps  to  inform  the 
registrant  of"  the  pesticide  involved,  poten- 
tially affected  persons,  and  interested  mem- 
bers of  the  public.  Such  notice  shall  specify 
the  findings  and  conclusions  upon  which 
such  action  was  based. 

"(B)  Any  person  adversely  affected  by 
action  taken  under  subparagraph  (A)  or  the 
failure  of  the  Administrator  to  take  such 
action  may  request  an  expedited  hearing, 
under  the  procedures  in  section  6(c)(2),  to 
determine  whether  the  action  was  taken  in 
accordance  with  subparagraph  (A)  or 
whether  the  Administrator  was  required  to 
take  action.  Such  a  hearing  shall  be  held 
and  a  determination  made  within  75  days 
from  the  date  of  the  receipt  of  the  request 
for  the  hearing. 

"(C)  The  Administrator  shall  provide  rea- 
sonable procedures  for  petitions  to  modify 
or  terminate  an  action  taken  under  subpara- 
graph  (A)  when  the  drinking  water  well  in- 
volved no  longer  has  the  pesticide  in  a  con- 
centration that  exceeds  the  applicable 
groundwater  residue  guidance  level  and  will 
likely  remain  t>elow  such  level. 

"(3)  Judicial  review.— Judicial  review  of 
actions  taken  under  this  subsection  shall  be 
governed  by  section  16. 

"(e)  Registration  Amendments.— 

"(1)  Requirement.— 

■•(AMD  After  reviewing  reliable  analytical 
data,  the  Administrator  shall  determine 
whether  there  is  a  reasonable  likelihood 
that  the  groundwater  residue  guidance  level 
for  a  pesticide  will  be  exceeded  in  drinking 
water  wells  in  different  localities.  If  the  Ad- 
ministrator determines  that  there  is  a  rea- 
sonable likelihood  that  the  groundwater  res- 
idue guidance  level  for  a  pesticide  will  be  ex- 
ceeded in  drinking  water  wells  in  different 
localities,  the  Administrator  shall  promptly 
require  amendments  to  the  registration  of 
the  pesticide  with  respect  to  which  the  find- 
ing was  made  that  are  reasonably  necessary 
to  ensure  that  use  of  the  pesticide  in  accord- 
ance with  the  amended  registration  will  not 
cause  the  final  groundwater  residue  guid- 
ance level  involved  in  the  finding  to  be  ex- 
ceeded in  drinking  water  wells.  The  Admin- 
istrator shall  make  any  such  determination 
public. 

'■(ii)  If  the  Administrator  proposes  to  re- 
quire registration  amendments  under  clause 
(i)  for  a  pesticide,  the  Administrator  shall 
notify  the  registrant  of  the  pesticide  of  such 
amendments  and  shall  publish  notice  of 
such  proposal  in  the  Federal  Register.  Such 
notice  shall  include  the  Administrator's  de- 
termination whether  the  presence  of  the 
pesticide  in  drinking  water  wells  appears  to 
have  been  the  result  of  the  use  of  the  pesti- 
cide in  accordance  with  its  labeling  or  the 
result  of  widespread  and  generally  recog- 
nized practice. 

"(B)  After  reviewing  reliable  analytical 
data,  the  Administrator  shall  determine 
whether  there  is  a  reasonable  likelihood 
that  the  groundwater  residue  guidance  level 
for  a  pesticide  will  be  exceeded  in  potential 
drinking  water  in  different  localities.  If  the 
Administrator  determines  that  there  is  a 
reasonable  likelihood  that  the  groundwater 
residue  guidance  level  for  a  pesticide  will  be 
exceeded  in  potential  drinking  water  in  dif- 
ferent localities,  the  Administrator  shall 
promptly  require  amendments  to  the  regis- 
tration of  the  pesticide  with  respect  to 
which  the  finding  was  made  that  are  reason- 
ably necessary  to  ensure  that  use  of  the  pes- 
ticide in  accordance  with  the  amended  regis- 


tration will  not  cause  the  final  groundwater 
residue  guidance  level  involved  in  the  find- 
ing to  l)e  exceeded  in  potential  drinking 
water.  If  the  Administrator  proposes  to  re- 
quire registration  amendments  under  this 
subparagraph  for  a  pesticide,  the  Adminis- 
trator shall  notify  the  registrant  of  the  pes- 
ticide of  such  amendments.  In  establishing 
such  amendments,  the  Administrator 
shall- 

"(i)  meet  the  procedural  requirements  of 
subparagraph  (A)(ii), 

"(ii)  take  into  account  information  sub- 
mitted by  States  on  land  or  groundwater  use 
classification  or  other  governmental  actions 
that  could  affect  when  groundwater  may  be 
used  for  drinking  water,  and 

"(iii)  consider  the  views  of  the  Secretary 
of  Agriculture,  the  heads  of  other  appropri- 
ate Federal  agencies,  and  States  as  required 
in  paragraph  (2). 

"(2)  Consultation  with  states.— In 
taking  action  under  paragraph  (I),  the  Ad- 
ministrator shall  consult  with  the  Secretary 
of  Agriculture  and  the  State  where  the  pes- 
ticide involved  has  been  detected  in  any 
groundwater  sampling  point  and  each  other 
State  in  which  there  is  significant  use  of  the 
pesticide.  The  Administrator  shall  notify 
such  State  of  the  Administrator's  determi- 
nation that  there  is  a  reasonable  likelihood 
that  a  groundwater  residue  guidance  level 
will  t>e  exceeded  and  shall,  in  accordance 
with  section  10(h),  provide  the  State  with 
all  information  relevant  to  this  determina- 
tion. Each  State  that  is  notified  under  this 
paragraph  shall  promptly  provide  the  Ad- 
ministrator with  information  that  is  rele- 
vant to  taking  action  under  paragraph  (1) 
and  shall  make  recommendations  with  re- 
spect to  any  proposed  registration  amend- 
ments. 

"(3)  Scope  of  amendments.- 

"(A)  Amendments  to  the  registration  of  a 
pesticide  under  paragraph  ( 1 )  may  include— 

"(i)  limitations  on  the  purposes  for  and  lo- 
cations at  which  the  pesticide  may  be  used, 
considering  factors  such  as  environmentally 
sensitive  areas  and  conditions, 

"(ii)  limitations  on  the  rate  at  which  the 
pesticide  is  applied. 

"(iii)  limitations  on  the  time  or  frequency 
of  pesticide  use, 

"(iv)  limitations  on  the  method  of  pesti- 
cide application,  storage,  handling,  or  dis- 
posal, 

"(V)  reporting  or  other  requirements,  in- 
cluding label  changes  or  changes  in  classifi- 
cation, 

"(vi)  requirements  for  the  training  or  cer- 
tification of  pesticide  applicators  or  other 
persons  using  the  pesticide, 

"(vii)  required  site  specific  responses,  or 

"(viii)  any  other  requirement  to  ensure 
that  the  applicable  groundwater  residue 
guidance  level  will  not  be  exceeded. 

"(B)  Amendments  to  the  registration  of  a 
pesticide  under  paragraph  ( 1 )  should,  to  the 
extent  feasible,  be  directed  to  the  same  or 
similar  use  of  the  pesticide,  same  or  similar 
geographical  and  hydrogeological  areas,  and 
other  similar  conditions  that  led  to  the  de- 
termination under  subparagraph  (A)  or  (B) 
of  paragraph  (1). 

"(C)  In  taking  regulatory  action  under 
paragraph  (1),  the  Administrator  may  use 
recommendations  made  by  a  State  under 
paragraph  (2). 

"(D)  In  requiring  amendments  to  the  reg- 
istration of  a  pesticide  under  paragraph  ( I ), 
the  Administrator  shall  consider  the  effect 
of  any  voluntary  actions  by  registrants  or 
other  persons,  including  actions  by  a  State, 
to  prevent  the  groundwater  residue  guid- 


ance level  involved  from  being  exceeded  and 
to  comply  with  other  environmental  laws. 

"(4)  Procedure.— Registration  amend- 
ments under  paragraph  ( 1 )  shall  be  imposed 
in  accordance  with  the  procedural  require- 
ments of  this  Act. 

"(f)  Information  on  Pesticides  in 
Groundwater.— The  Administrator  may  col- 
lect and  make  available  through  a  public  in- 
formation file  information  concerning  the 
detection  of  pesticides  in  any  groundwater 
sampling  point.  The  file  may.  among  other 
things,  summarize  for  each  pesticide  that 
has  been  detected  in  groundwater,  based  on 
reliable  analytical  data,  whether  the  pesti- 
cide has  been  detected  at  a  concentration 
that  exceeds  the  applicable  groundwater 
residue  guidance  level  and  whether  the 
presence  of  the  pesticide  in  groundwater  ap- 
pears to  have  been  caused  by  the  use  of  the 
pesticide  in  compliance  with  this  Act. 

"(g)  Technical  Assistance  to  States.— 
The  Administrator  shall  provide  technical 
information  to  States  to  assist  in  imple- 
menting this  section.  Subject  to  section 
10(h).  the  technical  information  provided 
respecting  a  pesticide  shall  include  data  on 
the  toxicity,  environmental  fate,  or  physical 
or  chemical  characteristics  of  the  pesticide, 
predictive  modeling,  exposure  and  other  rel- 
evant subjects.  In  addition,  the  Administra- 
tor shall  provide  information,  to  the  extent 
reasonably  available,  on  alternative  meth- 
ods of  pest  control  and  on  agricultural  or 
other  management  practices  that  could  min- 
imize the  presence  of  pesticides  in  ground- 
water. 

"(h)  Special  Review.— Upon  receiving  reli- 
able analytical  data  that  a  pesticide  has 
been  detected  above  the  applicable  ground- 
water residue  guidance  level  but  not  in  a 
drinking  water  well  or  potential  drinking 
water,  the  Administrator  may  initiate  a 
public  interim  administrative  review  under 
section  3(c)(8)  to  determine  whether  the 
pesticide  may  cause  unreasonable  adverse 
effects  on  the  environment  from  such  use. 

"(i)  Effect  on  Other  Provisions.— Noth- 
ing in  this  section  shall  limit  the  authority 
of  the  Administrator  or  of  any  State  under 
other  provisions  of  this  Act  or  under  any 
other  law.". 

(c)  Groundwater  Residue  Guidance 
Level.— Section  1412  of  the  Public  Health 
Service  Act  is  amended  by  adding  at  the  end 
the  following: 

•■(f)(1)  The  Administrator,  on  the  Admin- 
istrator's own  initiative,  may  issue  a  ground- 
water residue  guidance  level  for  a  pesticide 
registered  under  the  Federal  Insecticide, 
Fungicide,  and  Rodenticide  Act.  The  Admin- 
istrator shall  issue  a  groundwater  residue 
guidance  level  for  a  pesticide  whenever  the 
Administrator  registers  or  reregisters  a  pes- 
ticide under  such  Act  if  the  Administrator 
determines  that  the  pesticide  has  the  poten- 
tial to  leach  into  groundwater.  In  addition, 
the  Administrator  shall  issue  a  groundwater 
residue  guidance  level  of  a  pesticide  if— 

"(A)  based  on  reliable  analytical  data,  the 
pesticide  has  been  detected  at  groundwater 
sampling  points  in  3  different  geographical 
areas, 

•'(B)  based  on  reliable  analytical  data,  the 
pesticide  has  been  detected  in  a  drinking 
water  well  or  wellfield  that  serves  a  popula- 
tion of  over  500  p>eople,  or 

'•(C)  a  Federal  agency  or  a  State  petitions 
the  Administrator  to  set  a  groundwater  resi- 
due guidance  level  for  the  pesticide. 

(2)(A)  If  the  Administrator  has  promrl- 
gated  or  promulgates  a  maximum  contami- 
nant level  under  subsection  (b)(3)  that  ap- 
plies to  a  pesticide,  the  groundwater  residue 
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guidance  level  required  under  paragraph  (1) 
for  the  pesticide  shall  be  set  at  such  level 
within  30  days  of  being  required  under  such 
subsection. 

"(B)  If  a  maximum  contaminant  level  that 
would  be  applicable  to  a  pesticide  for  which 
a  groundwater  residue  guidance  level  is  re- 
quired by  paragraph  (1 )  has  not  been  estab- 
lished under  subsection  (b)(3),  the  Adminis- 
trator, in  the  Administrator's  discretion, 
may  use  a  health  advisory  level  established 
under  this  Act  in  establishing  such  ground- 
water residue  guidance  level.  The  ground- 
water residue  guidance  level  established  by 
the  Administrator  for  such  pesticide  shall 
reflect  the  level  of  the  pesticide  in  drinking 
water  at  which  no  known  or  anticipated  ad- 
verse effects  on  the  health  of  persons  occur, 
the  need  for  an  adequate  margin  of  safety, 
the  nature  of  the  toxic  effects  caused  by  the 
pesticide,  and  the  validity,  completeness, 
and  adequacy  of  data  about  the  pesticide.  If 
all  required  chronic,  oncogenicity,  reproduc- 
tion, or  teratogenicity  data  are  absent  or  in- 
valid for  the  pesticide,  the  groundwater  resi- 
due guidance  level  for  the  pesticide  shall  be 
at  the  limit  of  detection.  If  any  required 
chronic,  oncogenicity,  reproduction,  or  tera- 
togenicity data  are  absent  or  invalid  for  the 
pesticide,  the  groundwater  residue  guidance 
level  for  the  pesticide  shall  include  an  addi- 
tional margin  of  safety  that  takes  into  ac- 
count the  absence  of  such  data. 

■■(3)(A)  Before  issuing  a  final  groundwater 
residue  guidance  level  for  a  pesticide,  the 
Administration  shall  publish  an  interim 
groundwater  residue  guidance  level  for  the 
pesticide  in  the  Federal  Register  and  allow 
public  comment  for  at  least  30  days.  During 
the  public  comment  period,  the  Administra- 
tor shall  invite  comment  on  the  level  in- 
volved from  the  Secretary  of  Agriculture 
and  States. 

"(B)  If  the  Administrator  is  required 
under  paragraph  (1)  to  issue  a  groundwater 
residue  guidance  level  for  a  pesticide  and 
the  groundwater  residue  guidance  level  is  to 
be  issued  under  paragraph  (2)(B),  the  Ad- 
ministrator shall  issue  an  interim  ground- 
water residue  guidance  level  for  the  pesti- 
cide within  30  days  after  the  requirement  to 
issue  the  groundwater  residue  guidance 
level  takes  effect. 

"(C)  Within  3  months  after  establishing 
an  interim  groundwater  residue  guidance 
level,  the  Administrator  shall  establish  a 
final  groundwater  residue  guidance  level. 
Until  a  final  groundwater  residue  guidance 
level  is  established  under  paragraph  (1)  for 
a  pesticide,  an  interim  groundwater  residue 
guidance  level  established  for  the  pesticide 
shall  remain  in  effect. 

"(4)  The  Administrator  may  revise  a 
groundwater  residue  guidance  level  for  a 
pesticide.  The  Administrator  shall  allow  at 
least  30  days  for  public  comment  on  any 
proposed  revision. 

"(5)  An  interim  groundwater  residue  guid- 
ance level  shall  not  be  subject  to  judicial 
review  before  the  expiration  of  3  months 
after  its  issuance.  Judicial  review  of  any 
final  groundwater  residue  guidance  level  or 
failure  to  establish  an  interim  or  final 
groundwater  residue  guidance  level  shall  be 
governed  by  section  1448.  A  groundwater 
residue  guidance  level  established  under 
paragraph  (2)(A)  shall  not  be  subject  to  ju- 
dicial review.". 

Page  131.  line  7.  strike  out  "or",  in  line  10 
strike  out  the  period  and  insert  in  lieu 
thereof  ";  or",  and  after  line  10  insert  the 
following: 

"(U)  to  violate  any  action  required  under 
section  32(e)(2).". 


Mr.  BEDELL  (during  the  reading). 
Mr.  Chairman,  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Iowa? 

There  was  no  objection. 

Mr.  BEDELL.  Mr.  Chairman,  this 
amendment  is  intended  to  provide  a 
framework  for  monitoring  and  re- 
sponding to  pesticide  contamination  in 
ground  water.  Consistent  with  current 
authority  under  FIFRA,  the  thrust  of 
the  amendment  is  to  regulate  use  of 
the  pesticide  found  in  ground  water, 
rather  than  to  regulate  ground  water 
itself  as  provided  under  other  environ- 
mental statutes. 

Briefly,  the  amendment  requires 
those  holding  pesticide  registrations  to 
report  to  EPA  and  the  States  any  reli- 
able analytical  data  that  indicates  that 
pesticides  have  been  discovered  in 
ground  water.  In  addition,  EPA  must 
establish  certain  trigger  levels— called 
ground  water  residue  guidance  levels 
[GRGL's]— that  would  force  action  by 
the  States  and  EPA  in  response  to  po- 
tentially harmful  levels  of  pesticides 
detected  in  ground  water. 

If  the  EPA  Administrator  deter- 
mines that  a  pesticide  is  present  in  a 
drinking  water  well  at  a  level  that  ex- 
ceeds the  ground  water  residue  guid- 
ance levels,  the  Administrator  must 
notify  the  State  in  which  the  contami- 
nation occurs  and  allow  the  State  90 
days  to  take  action  to  address  the 
problem.  The  State  must  act  to  pre- 
vent potential  adverse  effects  on 
human  health  and  the  environment, 
and  must  seek  to  bring  the  level  of 
pesticide  contamination  at  or  below 
the  ground  water  residue  guidance 
level.  In  taking  steps  to  reduce  con- 
tamination below  the  guidance  level, 
the  State  has  authority  to  regulate 
the  sale  or  use  of  the  pesticide. 

If  the  State  does  not  act  as  required 
then  the  EPA  Administrator  must  use 
authority  under  FIFRA  to  bring  and 
retain  the  concentration  of  the  pesti- 
cide in  the  drinking  water  well  below 
the  ground  water  residue  guidance 
level  or  take  such  other  actions  under 
FIFRA  as  the  Administrator  deems 
necessary  to  prevent  adverse  effects 
on  human  health  and  the  environ- 
ment. 

In  cases  where  the  Administrator  be- 
lieves, based  on  reliable  analytical 
data,  that  a  ground  water  residue  guid- 
ance level  for  a  pesticide  will  be  ex- 
ceeded in  drinking  water  wells  or  po- 
tential drinking  water  wells  in  differ- 
ent localities,  the  Administrator  must 
promptly  require  amendments  to  the 
registration  of  the  pesticide  in  order  to 
ensure  that  the  guidance  levels  will 
not  be  exceeded. 

In  determining  whether  there  is  a 

'reasonable     likelihood"     that     the 
ground  water  residue  guidance  level 


will  be  exceeded,  the  Administrator 
shall  consider  the  concentration  of  the 
pesticide  detected  relative  to  the 
ground  water  residue  guidance  level. 
There  shall  be  a  presumption  that  pes- 
ticides detected  above  25  percent  of 
the  ground  water  residue  guidance 
level  meet  the  "reasonable  likelihood" 
standard,  unless  the  Administrator  de- 
termines that  the  reasonable  likeli- 
hood standards  has  not  been  met  after 
considering  the  circumstances  sur- 
rounding the  presence  of  the  pesticide 
in  ground  water,  taking  into  account 
all  relevant  information,  including  the 
frequency  and  time  of  occurrence  at 
the  site  of  detection  and  elsewhere, 
use  patterns,  soil  types,  physical  and 
chemical  properties  of  the  pesticide, 
rainfall  patterns,  well  construction, 
analytical  accuracy,  and  rates  of  deg- 
radation. 

Mr.  Chairman,  throughout  this 
amendment,  EPA  is  directed  to  work 
with  the  States,  the  Department  of 
Agriculture,  and  affected  individuals 
to  assure  that  pesticide  contamination 
in  ground  water  is  addressed  in  a 
manner  that  recognizes  the  special 
local  and  regional  nature  of  ground 
water  problems. 

Finally,  Mr.  Chairman,  I  would  like 
to  emphasize  that  in  crafting  this 
amendment,  considerable  care  was 
given  to  working  within  existing 
FIFRA  authority  to  regulate  use  of 
the  detected  pesticide.  Responsibility 
for  addressing  problems  related  to 
ground  water  per  se  is  left  to  the  au- 
thorities under  other  environmental 
statutes. 

I  urge  adoption  of  the  amendment. 

D  1045 

Mr.  ROBERTS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  BEDELL.  I  yield  to  the  gentle- 
man from  Kansas. 

Mr.  ROBERTS.  Mr.  Chairman,  I 
would  like  to  associate  myself  with  the 
remarks  of  my  friend  and  colleague, 
and  want  to  inform  my  colleagues  we 
have  no  objection  to  this  amendment. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Iowa  [Mr.  Bedell]. 

The  amendment  was  agreed  to. 

AMENDMENT  OFFERED  BY  MR.  ROBERTS 

Mr.  ROBERTS.  Mr.  Chairman,  I 
offer  an  amendment. 

The  CHAIRMAN.  Has  this  amend- 
ment been  printed  in  the  Record? 

Mr.  ROBERTS.  The  amendment  has 
been  printed  in  the  Record,  Mr.  Chair- 
man. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Roberts:  Sec- 
tion 821(a)  of  the  text  of  H.R.  5440  (the 
Amendment  in  the  Nature  of  a  Substitute  to 
H.R.  2482),  is  amended  (page  138.  lines  2 
through  10)  to  read  as  follows: 

"SEC.  821.  LIABILITY  FOR  LAWFIL  APPLICATION 

(a)  Pesticide  Use  and  No  Private  Right 
OP  Action.— ( 1 )  Liability  under  Federal  envi- 
ronmental statutes  for  the  coste  of  response 
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or  damage  incurred  with  respect  to  a  release 
or  threatened  release  into  the  environment 
of  a  pesticide  shall,  in  any  case  where  the 
application  was  in  compliance  with  label  in- 
structions and  other  applicable  law.  be  im- 
posed on  the  registrant  or  other  responsible 
parties,  not  the  agricultural  producer. 
There  shall  be  a  rebuttable  presumption 
that  the  application  was  in  compliance  with 
label  instructions  and  otherwise  lawful.  For 
purposes  of  the  preceding  sentence,  the 
terms  "damages",  "response",  "release",  and 
"Environment"  shall  have  the  meanings  as- 
signed them  of  the  Comprehensive  Environ- 
mental Response.  Compensation,  and  Liabil- 
ity Act  of  1980.  The  term  "Federal  environ- 
mental statutes"  means  the  Comprehensive 
Environmental  Response.  Compensation, 
and  Liability  Act  of  1980.  the  Clean  Water 
Act.  the  Resource  Conservation  and  Recov- 
ery Act.  the  Safe  Drinking  Water  Act.  and 
this  Act.  Neither  this  section  nor  any  other 
provision  of  this  Act  shall  be  construed,  in- 
terpreted or  applied  to  preempt  or.  exc  pt 
as  provided  atwve,  displace  liability  under 
other  Federal,  or  State  laws,  whether  statu- 
tory or  common. 

(2)  Nothing  in  this  section  shall  be  con- 
strued as  conferring  a  private  right  of 
action  on  any  person  for  the  purposes  of 
this  Act  or  any  other  Federal  law. 

Mr.  ROBERTS  (during  the  reading). 
Mr.  Chairman,  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Kansas? 

There  was  no  objection. 

Mr.  ROBERTS.  Mr.  Chairman.  I 
have  an  amendment  at  the  desk  deal- 
ing with  producer  liability.  PIFRA  is 
an  agricultural  statute  that  spells  out 
the  rights,  duties,  and  responsibilities 
of  agricultural  producers  who  apply 
pesticides.  FIFRA  is  a  licensing  statute 
for  agricultural  chemicals. 

A  chemical  manufacturer  of  pesti- 
cides applies  for  a  registration  and  a 
label  from  the  Environmental  Protec- 
tion Agency.  The  EPA  approves  that 
label,  which  the  farmer  is  bound  by 
FIFRA  to  follow  or  he  will  be  in  viola- 
tion of  Federal  law  and  subject  to  pen- 
alty. Implicit  in  this  is  the  simple  fact 
that  under  FIFRA  as  long  as  the  pro- 
ducer can  prove  in  a  court  of  law  that 
he  has  applied  the  pesticide  in  accord- 
ance with  label  instructions  the 
farmer  is  not  liable  for  monetary  dam- 
ages, equitable  remedies  such  as  pro- 
viding a  table  water,  site  cleanup  costs, 
and  any  other  remedies  that  do  not  in- 
clude criminal  penalties  or  fines. 

However,  in  recent  years  the  ques- 
tion of  liability  and  the  meaning  of 
the  pesticide  label  has  come  in  to  ques- 
tion on  issue  of  farmer  liability.  The 
amendment  I  am  offering  today  would 
say  that  if  the  farmer  can  prove  that 
he  has  applied  the  pesticide  according 
to  the  label,  then  the  liability  for  dam- 
ages will  be  shifted  to  the  registrant 
and  other  responsible  parties  who  cre- 
ated and  approved  the  label. 

The  question  can  be  raised,  does  my 
amendment   leave   the   public   unpro- 


tected? It  does  not.  My  amendment 
merely  allocates  responsibility  among 
the  parties  according  to  the  circum- 
stances which  are  under  their  respon- 
sibility and  control.  Contamination  by 
a  pesticide  arises  from  one  of  two 
sources— either  the  product  is  unsafe, 
or  it  was  not  used  properly.  If  the 
product  was  unsafe  the  manufacturer 
should  be  held  liable:  if  the  product 
was  not  used  according  to  label  in- 
structions then  the  farmer  is  held 
liable.  Either  way  the  public  is  pro- 
tected. 

I  understand  that  this  provision  also 
clarifies  the  problems  that  other  com- 
mittees have  with  the  liability  section 
contained  in  the  bill. 

I  urge  my  colleagues  to  support  this 
amendment.  This  amendment  merely 
shifts  the  liability  to  where  it  be- 
longs—the manufacturer  of  pesticides 
or  the  producer  who  has  not  acted  re- 
sponsibly in  applying  and  using  the 
pesticide. 

Mr.  BEDELL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  ROBERTS.  I  yield  to  the  gentle- 
man from  Iowa. 

Mr.  BEDELL.  Mr.  Chairman.  I  want 
the  gentleman  from  Kansas  to  know- 
that  I  certainly  support  the  amend- 
ment. I  think  it  is  an  excellent  amend- 
ment, and  we  support  it  on  this  side. 

Mr.  DE  LA  GARZA.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  ROBERTS.  I  yield  to  the  chair- 
man of  the  full  committee,  the  gentle- 
man from  Texas. 

Mr.  DE  LA  GARZA.  Mr.  Chairman,  I 
thank  the  gentleman  for  yielding  to 
me. 

Mr.  Chairman,  I  have  only  one  ques- 
tion to  clarify  the  legislative  intent.  Is 
the  thrust  of  the  gentleman's  amend- 
ment directed  only  at  agricultural  pro- 
ducers, at  pesticide  or  chemical  use  in 
an  agricultural  endeavor? 

Mr.  ROBERTS.  That  is  correct. 

Mr.  DE  LA  GARZA.  Not  in  any  other 
use? 

Mr.  ROBERTS.  No;  not  industrial. 

Mr.  DE  LA  GARZA.  So  when  the  gen- 
tleman says  in  the  text  of  his  amend- 
ment not  the  agricultural  producer, 
that  means  the  initial  use,  because  the 
beginning  language  is  somewhat  broad 
and  does  not  clearly  define,  we  are 
speaking  of  a  use  solely  in  an  agricul- 
tural endeavor? 

Mr.  ROBERTS.  I  think  the  gentle- 
man makes  an  excellent  point.  It  is 
the  intent  of  this  gentleman  and  of 
this  amendment  to  limit  the  scope  of 
this  amendment  to  that  as  the  gentle- 
man has  described. 

Mr.  BEDELL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  ROBERTS.  I  yield  to  the  gentle- 
man from  Iowa. 

Mr.  BEDELL.  Mr.  Chairman,  I 
thought  the  gentleman  was  offering  a 
slightly  different  amendment. 

Mr.  Chairman,  I  have  a  substitute 
which  I  would  like  to  offer.  The  only 


change  is  one  sentence,  which  reads, 
"*  *  •  unless  the  producer  has  acted 
negligently,  recklessly,  or  with  the 
intent  to  misuse  such  pesticide." 

Mr.  ROBERTS.  Mr.  Chairman,  I 
have  no  objection  to  that  substitute, 
and  am  always  encouraged  when  the 
gentleman  is  able  to  improve  our 
mutual  legislation. 

AMENDMENT  OFFERED  BY  MR.  BEDELL  AS  A  SUB- 
STITUTE FOR  THE  AMENDMENT  OFFERED  BY 
MR.  ROBERTS 

Mr.  BEDELL.  Mr.  Chairman,  I  offer 
an  amendment  as  a  substitute  for  the 
amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Bedell  as  a 
substitute  for  the  amendment  offered  by 
Mr.  Roberts:  Section  821(a)  of  the  text  of 
H.R.  5440  (the  Amendment  in  the  nature  of 
a  Substitute  to  H.R.  2482),  is  amended  (page 
138.  lines  2  through  10)  to  read  as  follows: 

SEC.  82L  LIABILITY  FOR  LAWKIL  APPLICATION. 

(a)  Pesticide  Use  and  No  Private  Right 
OF  Action.— (1)  Liability  under  Federal  envi- 
ronmental statutes  for  the  costs  of  response 
or  damage  incurred  with  respect  to  a  release 
or  threatened  release  into  the  environment 
of  a  pesticide  shall,  in  any  case  where  the 
application  was  in  compliance  with  label  in- 
structions and  other  applicable  law.  be  im- 
posed on  the  registrant  or  other  responsible 
parties,  not  the  agricultural  producer, 
unless  the  producer  has  acted  negligently, 
recklessly,  or  with  the  intent  to  misuse  such 
pesticide.  There  shall  be  a  rebuttable  pre- 
sumption that  the  application  was  in  com- 
pliance with  label  instructions  and  other- 
wise lawful.  For  purposes  of  the  preceding 
sentence,  the  terms  "damages",  "response", 
"release",  and  "environment"  shall  have  the 
meanings  assigned  them  of  the  Comprehen- 
sive Environmental  Response.  Compensa- 
tion, and  Liability  Act  of  1980.  The  term 
"Federal  environmental  statutes"  means  the 
Comprehensive  Environmental  Response. 
Compensation,  and  Liability  Act  of  1980. 
the  Clean  Water  Act.  the  Resource  Conser- 
vation and  Recovery  Act.  the  Safe  Drinking 
Water  Act.  and  this  Act.  Neither  this  sec- 
tion nor  any  other  provision  of  this  Act 
shall  be  construed,  interpreted  or  applied  to 
preempt  or.  except  as  provided  above,  dis- 
place liability  under  other  Federal  or  State 
laws,  whether  statutory  or  common. 

(2)  Nothmg  in  this  section  shall  be  con- 
strued as  conferring  a  private  right  of 
action  on  any  person  for  the  purposes  of 
this  Act  or  any  other  Federal  law. 

Mr.  BEDELL  (during  the  reading). 
Mr.  Chairman,  I  ask  unanimous  con- 
sent the  amendment  be  considered  as 
read  and  printed  in  the  Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Iowa? 

There  was  no  objection. 

Mr.  BEDELL.  Mr.  Chairman,  this  is 
the  very  same  amendment  as  was  of- 
fered by  my  friend,  the  gentleman 
from  Kansas,  only  with  the  addition  of 
the  words,  "*  *  *  unless  the  producer 
has  acted  negligently,  recklessly,  or 
with  the  intent  to  misuse  such  pesti- 
cide," in  the  body  of  the  amendment. 

Mr.  DE  LA  GARZA.  Mr.  Chairman, 
will  the  gentleman  yield? 
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Mr.  BEDELL.  I  yield  to  the  gentle- 
man from  Texas. 

Mr.  DE  LA  GARZA.  Mr.  Chairman, 
the  gentleman  from  Kansas  stated  he 
had  no  objection,  and  certainly  we 
have  no  objection. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  Mr.  Bedell 
as  a  substitute  for  the  amendment  of- 
fered by  Mr.  Roberts. 

The  amendment  offered  as  a  substi- 
tute for  the  amendment  was  agreed  to. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Kansas  [Mr.  Roberts],  as 
amended. 

The  amendment,  as  amended,  was 
agreed  to. 

AMENDMENT  OFFERED  BY  MR.  GLICKMAN 

Mr.  GLICKMAN.  Mr.  Chairman,  I 
offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  GLICKMAN: 
Page  137.  redesignate  section  816  as  section 
817  and  insert  before  line  8  the  following: 

SIX    HIS.  AN'TI.MU'KOBIAI.  STANDARDS. 

(a)  General.— Section  3  (7  U.S.C.  136a)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

•■(h)  Antimicrobial  Standards.— 

(1)  "Standards.— The  Administrator 
shall- 

"(A)  establish  efficacy  standards  for  anti- 
microbial control  agents  (including  disin- 
fectants) used  to  control  pest  microorga- 
nisms that  pose  a  threat  to  human  health, 
including  standards  for  disinfectants  used  in 
hospitals  and  other  health  care  facilities, 

"(B)  conduct  representative  monitoring 
(including  testing)  of  the  compliance  of  the 
agents  with  the  standards,  and 

"(C)  implement  an  enforcement  program 
under  which  the  agents-  must  comply  with 
the  standards  or  be  prohibited  from  sale  or 
distribution  as  an  antimicrobial  agent. 

"(2)  Definition.— As  used  in  paragraph 
(1).  the  term  'efficacy'  means  the  capacity 
of  an  antimicrobial  control  agent  (including 
a  disinfectant)  to  produce  the  desired  effect 
or  the  effectiveness  of  such  an  agent.". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  take  effect  60 
days  after  the  date  of  enactment  of  this  Act. 

Page  3.  redesignate  the  item  relating  to 
section  816  as  an  item  relating  to  section  817 
and  insert  before  such  item  the  following: 

816.  Antimicrobial  standards. 

Page  154.  line  3,  strike  out  "after"  and 
insert  in  lieu  thereof  "at  the  end  of"  and 
insert  after  line  4  the  following: 

"(h)  Antimicrobial  standards. 

"(1)  Definition. 

"(2)  Standards.". 

Mr.  GLICKMAN  (during  the  read- 
ing). Mr.  Chairman,  I  ask  unanimous 
consent  the  amendment  be  considered 
as  read  and  printed  in  the  Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Kansas? 

There  was  no  objection. 

Mr.  GLICKMAN.  Mr.  Chairman,  I 
discussed  this  amendment  with  Mr. 
Bedell  and  Mr.  Roberts,  and  I  think 
the  EPA  is  also  agreeable  to  this 
amendment,  but  I  want  to  explain  it 
very  quickly. 


This  amendment  would  require  the 
Administrator  of  the  EPA  to  establish, 
monitor,  and  enforce  efficacy  stand- 
ards for  antimicrobial  control  agents 
used  to  control  pest  microorganisms 
that  pose  a  threat  to  human  health. 

Primarily,  once  I  get  through  the 
scientific  jargon,  what  I  am  talking 
about  here  is  disinfectants,  disinfect- 
ants used  in  hospitals. 

More  than  3,000  disinfectants  are 
registered  with  the  EPA.  They  are  in- 
tended to  destroy  germs  that  cause  tu- 
berculosis, typhoid  fever,  pneumonia, 
blood  poisoning,  food  poisoning,  strep 
throat,  influenza  and  staphylococcus 
infection.  Hospital  disinfectants  are 
used  to  clear  floors,  walls,  bed  table 
tops,  medical  equipment  and  certain 
instruments  that  are  inserted  into  the 
body. 

For  the  3  years  before  the  Federal 
lab  in  Beltsville,  which  did  testing  on 
these  agents,  was  closed,  the  failure 
rate  for  disinfectants  selected  for  test- 
ing because  of  questionable  effective- 
ness was  46  percent,  59  percent,  and  72 
percent  for  the  3  years. 

Without  EPA  monitoring  of  efficacy, 
the  current  failure  rate  of  antimicro- 
bials is  unknown.  However,  recently 
the  EPA  admitted  there  was  a  generic 
efficacy  problem,  and  estimated  that 
there  would  be  a  20-percent  failure 
rate  if  all  registered  disinfectants  were 
tested. 
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Let  me  just  state  the  problem  is  very 
serious.  Disinfectants,  if  they  fail  to 
kill  bugs,  germs,  they  create  an  enor- 
mous possibility  for  infections  in  medi- 
cal facilities  around  this  country.  In 
fact,  during  the  past  5  to  10  years,  we 
have  had  a  dramatic  increase  in  infec- 
tions in  hospitals  in  America.  There 
may  be  other  reasons  for  this,  but  the 
purpose  of  the  amendment  is  merely 
to  require  the  EPA  to  begin  this  kind 
of  testing  program.  Again,  requiring 
the  Administrator  to  monitor  efficacy 
requirements  for  basically  disinfect- 
ants and  antimicrobial  control  agents 
in  hospitals.  The  EPA  basically  says 
that  this  is  a  serious  problem,  and  I 
am  hopeful  that  the  committee  will 
accept  the  amendment. 

Mr.  ROBERTS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  GLICKMAN.  I  yield  to  the  gen- 
tleman from  Kansas. 

Mr.  ROBERTS.  I  would  like  to  asso- 
ciate myself  with  the  gentleman's  re- 
marks. I  know  that  he  has  worked 
long  and  hard  on  this  amendment,  as 
has  his  father.  In  this  regard,  we  have 
no  objections  to  it. 

Mr.  BEDELL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  GLICKMAN.  I  yield  to  the  gen- 
tleman from  Iowa. 

Mr.  BEDELL.  I  certainly  have  no  ob- 
jection and  support  the  amendment 
and  congratulate  the  gentleman  on  his 
amendment. 


Mr.  SCHEUER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  GLICKMAN.  I  yield  to  the  gen- 
tleman from  New  York. 

Mr.  SCHEUER.  I  strongly  support 
the  gentleman's  amendment. 

Mr.  Chairman,  hospitals,  some  hos- 
pitals are  becoming  quickly  places  that 
are  dangerous  to  our  health.  I  think 
about  20.000  Americans  die  of  these 
so-called  nosocomium  infections  which 
are  hospital-derived  infections.  Infec- 
tions that  patients  do  not  have  when 
they  go  to  the  hospital  but  they  have 
as  a  gift  of  the  hospital  when  they 
leave. 

This  is  an  urgently  needed  amend- 
ment. When  the  program  was  stopped 
by  this  administration  it  was  assumed 
that  States  would  take  over  the  test- 
ing, but  they  have  not.  There  are  only 
four  States  that  have.  This  is  a  pitful 
gap  in  our  arsenal  against  sickness  and 
death.  Even  when  hospitals  want  to  do 
the  job,  and  the  overwhelming  majori- 
ty of  them  do;  they  all  do,  they  do  not 
have  the  tools  to  do  it  because  they  do 
not  have  the  resources  to  do  that  kind 
of  testing  themselves.  The  States  are 
not  doing  it.  Now  that  the  Federal 
Government  is  not  doing  it.  nobody  is 
doing  it. 

We  urgently  need  this  amendment. 

Mr.  GLICKMAN.  Mr.  Chairman,  I 
would  just  make  one  final  comment. 

This  proposal  for  testing  is  support- 
ed by  industry,  the  Chemical  Specialty 
Manufacturers'  Association  ancl  is  sup- 
ported by  hospital  officials  around 
this  country.  Now  that  we  are  not 
doing  any  testing,  we  jeopardize 
people  who  have  to  go  into  hospitals.  I 
think  we  need  to  start  the  testing 
again.  Hopefully  the  amendment  will 
be  adopted. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Kansas  [Mr.  Glickman]. 

The  amendment  was  agreed  to. 

The  CHAIRMAN.  Are  there  further 
amendments  to  title  VIII? 

AMENDMENT  OFFERED  BY  MR.  SCHEUER 

Mr.  SCHEUER.  Mr.  Chairman.  I 
offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Scheuer:  Page 
143.  insert  the  following  after  line  5: 

SEC.    829.    PESTICIDE    RESISTANCE    MANAGEMENT 
PROGRAM. 

(a)  Program.- The  Administrator  of  the 
Environmental  Protection  Agency  shall  es- 
tablish a  Pesticide  Resistance  Management 
Program— 

(1)  to  conduct  research  on  pesticide  resist- 
ance and  pesticide  resistance  management 
techniques  to  control  or  reduce  the  develop- 
ment of  pesticide  resistance. 

(2)  to  develop  and  demonstrate  such  man- 
agement techniques,  and 

(3)  in  cooperation  with  the  Secretary  of 
Agriculture,  to  disseminate  information  ob- 
tained from  the  Program  to  appropriate  en- 
tities, including  growers  and  their  organiza- 
tions, manufacturers,  pesticide  advisors,  pes- 
ticide applicators.  State  agriculture  officials, 
and  cooperative  State  extension  services. 
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In  establishing  and  conducting  the  Program 
the  Administrator  may,  as  appropriate,  con- 
sult with  the  Science  Advisory  Panel  estab- 
lished under  section  25(d)  of  the  Federal  In- 
secticide. Fungicide,  and  Rodenticide  Act. 

(b)  Training  Requirements.— The  Admin- 
istrator may  include  training  in  pesticide  re- 
sistance and  pesticide  resistance  manage- 
ment techniques  as  part  of  the  minimum 
standards  established  for  commercial  pesti- 
cide applicators  by  the  Administrator  under 
section  4(h)  of  the  Federal  Insecticide,  Fun- 
gicide, and  Rodenticide  Act. 

Page  3.  in  the  table  of  contents,  add  after 
the  item  relating  to  section  828  the  follow- 
ing: 

Sec.  829.  Pesticide  resistance  management 
program. 

Mr.  SCHEUER  (during  the  reading). 
Mr.  Chairman,  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
New  York? 

There  was  no  objection. 

Mr.  SCHEUER.  Mr.  Chairman,  the 
bill  before  us  today  is  an  excellent  bill 
and  contains  many  new  important  pro- 
grams. It  does  not,  however,  address 
one  issue  that  is  becoming  increasingly 
important  both  to  farmers  and  to  envi- 
ronmentalists. That  is  the  alarming  in- 
crease in  the  number  of  insects  and 
other  pests  which  have  grown  resist- 
ant to  pesticides  and  which  no  longer 
can  be  either  killed  or  controlled  by 
pesticides. 

Entire  classes  of  once  highly  effec- 
tive pesticide  compounds  have  now 
been  rendered  entirely  useless  due  to 
the  fact  that  a  genetic  defense  has 
been  built  among  the  insect  and  pest 
population  of  our  country. 

Seventeen  species  of  insects  are  now 
resistant  to  all  of  the  five  classes  of 
chemical  compounds  in  existence,  in- 
cluding the  ones  that  are  the  result  of 
recent  products  of  highly  sophisticat- 
ed, high-tech  research  and  develop- 
ment. 

Already  we  have  no  effective  pesti- 
cides against  some  major  crop  pests.  In 
Long  Island,  for  example,  in  the  State 
in  which  I  serve.  New  York  State, 
potato  farmers  have  no  effective  pesti- 
cides against  one  of  the  potato  crop's 
major  insect  predators. 

The  prestigious  National  Academy 
of  Science  warned  in  a  1986  report: 

The  bright  future  for  crop  protection  and 
public  health  has  resulted  in  the  introduc- 
tion of  synthetic  organic  pesticides  is  now 
open  to  serious  question  because  of  an 
alarming  increase  in  resistance. 

Mr.  Chairman,  our  traditional 
answer  to  pesticide  resistance;  that  is, 
switching  to  another  pesticide,  is  rap- 
idly becoming  impossible  because  find- 
ing effective  new  chemical  pesticides  is 
being  made  more  difficult  and  more 
expensive  all  the  time  as  resistance 
grows  and  grows  and  grows.  Com- 
pounding this  problem  and  making 
the  problem  all  the  more  difficult  is 
the  fact  that  many  pests  that  develop 


resistance  to  one  group  of  chemicals 
also  turn  out  to  be  resistant  to  other 
groups  of  chemical  pesticides. 

This  tragedy  is  not  just  one  that  af- 
flicts our  country;  it  has  global  signifi- 
cance. It  is  represented  in  human 
terms,  starkly  and  tragically  by  the 
World  Health  Organizations  ill-fated 
attempt  in  the  1970s  to  control  malar- 
ia mosquitos  by  the  widespread  use  of 
DDT. 

Now  the  malarial  mosquito  is  widely 
resistant  to  DDT  and  malaria  is  surg- 
ing back  in  epidemic  proportions.  Un- 
fortunately, scientists  fear  that  DDT- 
resistant  genes  will  not  only  protect 
mosquitos  against  DDT  but  against 
other  pesticides  that  are  available  too. 

Fortunately,  we  do  have  an  answer, 
and  scientists  all  over  the  world  are 
working  on  pesticide  management 
techniques.  These  management  tech- 
niques can  greatly  retard  the  develop- 
ment of  pesticide  resistance.  For  ex- 
ample, the  National  Academy  of  Sci- 
ence report  that  I  just  read  from  very 
briefly  includes  a  number  of  options 
that  can  help.  Developing  new  se- 
quences for  pesticide  applications,  and 
alternating  and  rotating  the  use  of 
pesticides. 

The  amendment  that  I  have  pro- 
posed would  give  EPA  for  the  first 
time  explicit  authority  to  address  this 
urgent  problem.  The  amendment  will 
direct  the  EPA  to  establish  a  pesticide 
resistance  management  program  to 
conduct  research  and  testing  on  man- 
agement methods  which  can  enable  us 
to  control  the  growing  pesticide  resist- 
ance among  the  insect  predators. 

The  amendment  also  directs  EPA,  in 
consultation  with  the  Secretary  of  Ag- 
riculture, to  share  the  information  de- 
veloped by  the  program  with  farmers, 
farm  organizations,  and  pesticide  man- 
ufacturers and  applicators. 

Mr.  Chairman,  pesticide  resistance 
cannot  be  dismissed  as  a  future  prob- 
lem. The  problem  is  now.  Unless  we 
take  action  now  to  reduce  the  explo- 
sive growth  of  pesticide  resistance,  we 
may  find  ourselves  in  the  21st  century 
with  an  exhausted  chemical  arsenal 
against  pests,  facing  19th  century  rav- 
ages of  nature  on  our  health,  our 
crops,  and  our  environment. 

I  urge  my  colleagues  to  support  this 
modest  step. 

Mr.  DE  LA  GARZA.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  SCHEUER.  I  yield  to  the  gentle- 
man from  Texas. 

Mr.  DE  LA  GARZA.  I  apologize  for  in- 
terrupting the  gentleman  but  he  has 
made  such  a  good  case  and  we  think 
that  he  has  a  good  and  positive 
amendment  which  contributes  and  en- 
hances our  legislation,  we  would  have 
no  objection  to  accepting  the  amend- 
ment on  this  side. 

Mr.  SCHEUER.  I  thank  the  gentle- 
man. 

Mr.  ROBERTS.  Mr.  Chairman,  will 
the  gentleman  yield? 


Mr.  SCHEUER.  I  yield  to  the  gentle- 
man from  Kansas. 

Mr.  ROBERTS.  I  want  to  also  thank 
the  gentleman  for  his  contribution. 
The  thought  occurs  to  me,  I  wonder  in 
the  legislative  history  or  in  the  discus- 
sion of  this  bill  we  can  single  out  the 
Longworth  Building  cockroach  as  one 
of  the  first  test  case  studies.  I  have 
long  been  concerned  about  that;  I 
think  that  would  be  an  excellent  test 
case  to  start  with  right  there  in  regard 
to  the  thrust  of  the  gentleman's 
amendment. 

Mr.  Chairman,  I  support  the  amend- 
ment; we  have  no  objection  to  it. 

Mr.  BEDELL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  SCHEUER.  I  yield  to  the  gentle- 
man from  Iowa. 

Mr.  BEDELL.  I  wish  to  commend 
the  gentleman  for  not  only  his  amend- 
ment but  for  his  interest  in  so  many 
issues  of  this  type  and  for  the  great 
work  he  does  in  that  regard. 

Mr.  SCHEUER.  I  thank  the  gentle- 
man from  Iowa. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  New  York  [Mr.  Scheuer], 

The  amendment  was  agreed  to. 

AMENDMENT  OFFERED  BY  MR.  LEVINE  OF 
CALIFORNIA 

Mr.  LEVINE  of  California.  Mr. 
Chairman,  I  offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Levine  of  Cali- 
fornia: Page  143,  insert  after  line  5  the  fol- 
lowing: 

SEC.  429.  STl'DY. 

The  Administrator  of  the  Environmental 
Protection  Agency,  in  cooperation  with  the 
Commissioner  of  the  Food  and  Drug  Admin- 
istration, shall  conduct  a  thorough  evalua- 
tion of  the  health  effects  of  DDT  and  other 
contamination  of  fish  in  Santa  Monica  Bay, 
California  and  in  surrounding  waters.  The 
evaluation  shall  include  an  assessment  of— 

(1)  the  level  of  contamination  of  edible 
fish  caught  in  the  Bay  and  surrounding 
waters. 

(2)  the  rate  of  consumption  of  contami- 
nated fish  from  the  Bay  and  surrounding 
waters  by  residents  of  Santa  Monica  and 
Los  Angeles,  California,  and  surrounding 
communities,  and 

(3)  the  health  risks  associated  with  the 
consumption  of  such  contaminated  fish. 
The  Administrator  shall  complete  the  eval- 
uation within  6  months  of  the  date  of  the 
enactment  of  this  Act  and  shall  report  the 
results  of  the  evaluation  to  the  Congress. 

Mr.  LEVINE  of  California  (during 
the  reading).  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  amend- 
ment be  considered  as  read  and  print- 
ed in  the  Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California? 

There  was  no  objection. 

Mr.  LEVINE  of  California.  Mr. 
Chairman,  I  rise  today  in  support  of 
my  amendment  which  would  direct 
the  Administrator  of  the  Environmen- 
tal Protection  Agency,  in  cooperation 


UMI 


September  19,  1986 


CONGRESSIONAL  RECORD— HOUSE 


24749 


the  gentle- 
commend 
his  amend- 
n  so  many 
•  the  great 


.EVINE  OF 


sviNE  of  Cali- 
ne  5  the  fol- 


ivironmental 
ion  with  the 
Drug  Admin- 
Dugh  evalua- 
)T  and  other 
Monica  Bay. 

waters.  The 
ssment  of — 
on  of  edible 

surrounding 


ed  with  the 
ted  fish, 
ete  the  eval- 
'  date  of  the 
11  report  the 
Congress. 


e  objection 
eman  from 


with  the  Commissioner  of  the  Food 
and  Drug  Administration,  to  conduct  a 
thorough  evaluation  of  the  health  ef- 
fects on  consumers  who  eat  fish  which 
contain  unacceptably  high  levels  of 
DDT  and  other  pesticides. 

My  concern  about  this  matter  arises 
from  a  situation  in  my  district.  During 
the  last  2  years,  fish  caught  in  the 
Santa  Monica  Bay  have  been  found  to 
have  potentially  dangerous  levels  of 
DDT  and  other  toxic  chemicals.  Every 
day  local  fishermen  catch  and  sell  fish 
from  the  bay  to  local  stores,  restau- 
rants, and  wholesalers. 

Signs  have  been  posted  along  area 
beaches  by  the  California  State  De- 
partment of  Health  Services  warning 
pregnant  women,  children,  and  others 
not  to  swim  in  the  bay  or  eat  the  fish 
caught  in  its  waters.  Because  of  con- 
cern about  the  issue,  some  local  res- 
taurants have  found  it  necessary  to 
assure  their  customers  that  they  do 
serve  locally  caught  fish. 

Yet,  no  one  really  knows  what  ef- 
fects, if  any,  will  result  from  the  con- 
sumption of  fish  caught  in  the  Santa 
Monica  Bay,  or  elsewhere,  which  con- 
tain high  levels  of  DDT  or  other  pesti- 
cides. The  reason  for  this  is  that  there 
have  been  no  EPA  studies  of  the 
human  health  consequence  of  eating 
contaminated  fish. 

For  26  years,  the  Montrose  Chemical 
Co.,  which  produced  one-half  of  the 
world's  DDT  before  the  pesticide  was 
banned,  had  a  permit  to  dump  DDT 
into  Santa  Monica  Bay.  It  discharged 
400  to  600  pounds  of  DDT  daily  be- 
tween 1946  and  1972.  In  1972,  the  En- 
vironmental Protection  Agency,  in  ac- 
knowledging the  adverse  affects  of  the 
uses  of  DDT  on  public  health  and  the 
environment,  canceled  all  approved  ag- 
ricultural uses  of  the  pesticide. 

Unfortunately,  the  damage  had  al- 
ready been  done  to  the  Santa  Monica 
Bay.  Fourteen  years  later,  we  are  ex- 
periencing a  situation  where  fish  that 
are  caught  in  the  bay  now  contain 
large  concentrations  of  DDT.  Some  ex- 
perts believe  that  this  poses  a  threat 
to  those  who  eat  them. 

A  Loma  Linda  University  research 
team  has  concluded  that  commercially 
sold  fish  caught  in  waters  off  southern 
California  have  the  highest  overall 
concentration  of  DDT  found  any- 
where in  the  Nation.  Their  findings 
were  made  after  examination  of  more 
than  150  individual  fish  bought  from  a 
half  dozen  supermarkets  and  fresh 
fish  markets.  David  Steinman,  who  or- 
ganized the  survey,  said  that  nearly  all 
species,  including  white  croaker,  cod, 
rockfish,  and  ocean  perch,  had  concen- 
trations of  DDT  and  PCB's  that  were 
up  to  50  times  above  that  of  the  na- 
tional average. 

In  a  hearing  before  the  Subcommit- 
tee on  Health  and  the  Environment. 
Los  Angeles  City  Deputy  Mayor  Tom 
Houston  noted  that  DDT  is  the  No.  1 
indentified  health  hazard  in  the  bay. 


Dr.  David  Brown,  of  the  southern  Cali- 
fornia coastal  water  research  project, 
has  testified  that  in  a  survey,  fish  col- 
lected from  Malibu  Beach  had  two  to 
six  times  the  contamination  levels  of 
fish  ever  collected  in  Commencement 
Bay  in  Puget  Sound,  which  is  a  super- 
fund  site.  Dr.  Brown  also  noted  that 
fish  from  the  Santa  Monica  Bay  had 
up  to  20,000  times  higher  concentra- 
tion of  DDT  than  fish  from  Com- 
mencement Bay. 

There  are  other  sources  of  major 
concern  that  are"  contributing  to  the 
contamination  of  fish  in  the  bay.  It 
seems  to  me  that,  for  much  too  long, 
the  Santa  Monica  Bay  has  been  con- 
sidered a  waste  repository  for  public 
and  private  entities.  The  Chevron 
Corp.  was  fined  in  June  1985,  for 
dumping  excessive  amounts  of  treated 
refinery  wastes  into  the  bay.  These  in- 
cluded grease,  ammonia,  chromium, 
and  other  chemical  byproducts.  Al- 
though Chevron  has  a  license  to  pump 
treated  wastewater  from  its  refinery 
into  the  bay  by  pipeline,  it  is  required 
to  keep  the  refinery  byproducts  at  cer- 
tain levels  to  minimize  pollution. 

Last  month,  the  Department  of  Jus- 
tice filed  suit  against  Chevron,  charg- 
ing them  with  880  violations  of  Feder- 
al pollutant  discharge  limits  since  1981 
and  for  fines  that  could  total  as  much 
as  $8.8  million.  On  February  14,  1986, 
for  example.  Chevron  was  cited  for  ex- 
ceeding its  allowable  limit  of  2,155 
pounds  of  oil  and  grease  for  the  day 
by  dumping  20,922  pounds  into  the 
bay. 

Between  September  1984  and  Sep- 
tember 1985,  2.8  million  gallons  of  raw 
sewage  were  discharged  into  the  bay 
by  the  city  of  Los  Angeles'  Hyperion 
Waste  Treatment  Plant.  As  a  result  of 
these  and  other  raw  sewage  spills,  the 
city  was  fined  and  the  California  De- 
partment of  Health  Services  posted 
signs  warning  against  swimming  in 
certain  parts  of  the  bay.  On  Labor 
Day  Weekend  1985,  a  100,000-gallon 
spill  forced  the  closing  of  Will  Rogers 
Beach  State  Park. 

In  addition  to  these  concerns,  every 
day  the  city  of  Los  Angeles  discharges 
approximately  600  tons  of  sludge  7 
miles  out  into  the  bay.  These  solids 
contain  most  of  the  toxics  and  heavy 
metals  leaving  the  Hyperion  Treat- 
ment Plant. 

Mr.  Chairman,  this  is  not  a  parochi- 
al issue  affecting  a  few  residents  in  the 
area.  The  Santa  Monica  Bay  beaches 
are  the  most  heavily  used  recreational 
beaches  in  the  country.  Every  year, 
millions  of  people  from  all  over  the 
country  flock  to  the  area  to  use  our 
beaches.  In  addition,  fish  caught  in 
the  bay  are  sold  to  consumers  locally 
and  in  other  States. 

It  is  vital  that  an  assessment  be 
made  of  the  potential  dangers  involved 
from  eating  fish  caught  in  the  bay  and 
elsewhere,  with  high  concentrations  of 
DDT  and  other  dangerous  substances. 


It  is  my  hope  that  this  legislation  will 
help  provide  that  much  needed  infor- 
mation. 

D  1105 

Mr.  de  la  GARZA.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  LEVINE  of  California.  I  am 
happy  to  yield  to  the  gentleman  from 
Texas. 

Mr.  de  la  GARZA.  Mr.  Chairman,  we 
share  the  concern  of  our  distinguished 
colleague,  the  gentelman  from  Califor- 
nia [Mr.  Levine]  and  would  be  vejy 
happy  to  cooperate  with  him  in  his  en- 
deavor. 

We  have  no  objection  to  the  amend- 
ment on  this  side. 

Mr.  LEVINE  of  California.  I  thank 
the  committee  chairman. 

Mr.  ROBERTS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  LEVINE  of  California.  I  am 
happy  to  yield  to  the  gentleman  from 
Kansas. 

Mr.  ROBERTS.  Mr.  Chairman,  I 
also  want  to  thank  the  gentleman  for 
his  contribution  and  would  just  simply 
make  the  observation  that  this  proves 
once  again  that  beef  is  a  very  healthy 
product  and  that  if  consumers  have  a 
choice,  certainly  they  should  be  eating 
more  beef,  as  opposed  to  the  fish. 

I  am  not  trying  to  perjure  the  gen- 
tleman's product  out  there  in  Califor- 
nia, but  beef  is  a  very  healthy  product. 

Mr.  LEVINE  of  California.  Mr. 
Chairman,  I  thank  the  gentleman. 

Mr.  Chairman,  I  yield  back  the  bal- 
ance of  my  time. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  California  [Mr.  Levinei. 

The  amendment  was  agreed  to. 

MODIFICATION  OF  AMENDMENT  OFFERED  BY  MR. 
ROBERTS.  AS  AMENDED 

Mr.  BEDELL.  Mr.  Chairman,  I  ask 
unanimous  consent  that  technical  cor- 
rections be  permitted  on  the  Roberts 
liability  amendment,  as  amended  by 
my  substitute. 

The  CHAIRMAN.  Without  objec- 
tion, the  request  is  agreed  to. 

There  was  no  objection. 

The  text  of  the  amendment  offered 
by  Mr.  Roberts,  as  amended,  as  modi- 
fied, is  as  follows: 

Section  821(a)  of  the  text  of  H.R.  5440 
(the  amendment  in  the  nature  of  a  substi- 
tute to  H.R.  2482),  is  amended  (page  138. 
lines  2  through  10)  to  read  as  follows; 

•SEC.  821.  LIABILITY  FOR  LAWFl'L  APPLICATION. 

"(a)  Pesticide  Use  and  No  Private  Right  of 
Action— 

•■(1)  Liability  under  Federal  environmen- 
tal statutes  for  the  costs  of  response  to.  or 
damage  incurred  with  respect  to,  a  release 
or  threatened  release  into  the  environment 
of  a  pesticide  shall,  in  any  case  where  the 
application  was  in  compliance  with  label  in- 
structions and  applicable  law,  be  imposed  on 
the  registrant  or  other  responsible  party 
and  not  on  the  agricultural  producer  unless 
the  agricultural  producer  has  acted  negli- 
gently, recklessly,  or  with  the  intent  to 
misuse  such  pesticide.  There  shall  be  a  re- 
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buttable  presumption  that  the  application 
of  the  pesticide  was  in  compliance  with  label 
instructions  and  otherwise  lawful.  For  pur- 
poses of  the  preceding  sentence,  the  terms 
damages',  response',  release',  and  environ- 
ment' shall  have  the  meanings  assigned 
them  by  the  Comprehensive  Environmental 
Response.  Compensation,  and  Liability  Act 
of  1980.  and  the  term  Federal  environmen- 
tal statutes'  means  the  Comprehensive  En- 
vironmental Response,  Compensation,  and 
Liability  Act  of  1980,  the  Clean  Water  Act. 
the  Resource  Conservation  and  Recovery 
Act.  title  XIV  of  the  Public  Health  Services 
Act.  and  this  Act.  Neither  this  section  nor 
any  other  provision  of  this  Act  shall  be  con- 
strued, interpreted,  or  applied  to  preempt 
or,  except  as  provided  in  this  paragraph,  dis- 
place liability  under  other  Federal  or  State 
laws,  whether  statutory  or  common. 

"(2)  Paragraph  (1)  shall  not  be  construed 
as  conferring  a  private  right  of  action  on 
any  person  for  the  pur[>oses  of  this  Act  or 
any  other  Federal  law." 

The  CHAIRMAN.  Are  there  any  fur- 
ther amendments  to  title  VIII? 

If  not.  the  Clerk  will  designate  title 
IX. 

The  text  of  title  IX  is  as  follows: 

TITLE  IX— CLARIFYING  AND  TECHNICAL 
A.MENDMENTS 
SEC.  901.  CL.ARIFYINC  A.MENDMENTS. 

(a)  Section  3.— 

(1)  Section  3(a)  (7  U.S.C.  136a(a))  (as 
amended  by  section  802(b))  is  amended  by 
adding  at  the  end  the  following:  "To  the 
extent  necessary  to  prevent  unreasonable 
adverse  effects  on  the  environment,  the  Ad- 
ministrator may  by  regulation  limit  the  dis- 
tribution, sale,  or  use  in  any  State  of  any 
pesticide  that  is  not  registered  under  this 
Act  and  that  is  not  the  subject  of  an  experi- 
mental use  permit  under  section  5  or  an 
emergency  exemption  under  section  18. ". 

(2)  Section  3(d)  (7  U.S.C.  136a(d))  is 
amended— 

(A)  in  paragraph  (1)(A).  by  striking  out 
"on  the  initial  classification",  and 

(B)  in  paragraph  (1)(C).  by  striking  out 
the  colon  preceding  clause  (i)  and  inserting 
in  lieu  thereof  a  period,  by  striking  out 
clause  (i),  by  striking  out  "(ii)",  and  by  run- 
ning in  the  material  after  "restricted  use." 
so  that  the  margin  is  the  same  as  the 
margin  of  paragraph  ( 1  )(C). 

(3)  Section  3(c)(7)(A)  (7  U.S.C. 
136a(c)(7)(A))  is  amended— 

(A)  by  striking  out  "submit"  each  place  it 
occurs  and  inserting  in  lieu  thereof  "submit 
or  cite  ". 

(B)  by  striking  out  "submission"  and  in- 
serting in  lieu  thereof  "submission  or  cita- 
tion", and 

(C)  by  striking  out  submitted"  and  in- 
serting in  lieu  thereof  "submitted  or  cited  ". 

(b)  Section  4.— The  last  sentence  of  sec- 
tion 4(a)(1)  (7  US.C.  136b(a)(l))  is  amended 
by  inserting    by  regulation'  after    may' . 

(c)  Section  7— Section  7(c)  (7  U.S.C. 
136e(c))  is  amended— 

(1)  by  striking  out  "shall  inform  the  Ad- 
ministrator" and  inserting  in  lieu  thereof 
"shall,  in  accordance  with  regulations  pro- 
mulgated by  the  Administrator,  submit  to 
the  Administrator  a  report", 

(2)  by  striking  out  "of  the"  and  inserting 
in  lieu  thereof  "describing  ",  and 

(3)  by  striking  out  "information  "  and  in- 
serting in  lieu  thereof  "report". 

(d)  Section  25.-Section  25(c)  (7  U.S.C. 
136w(c))  is  amended— 

(1)  by  inserting  "or  by  regulation"  after 
"hearing",  and 


(2)  in  paragraph  (5).  by  striking  out  "pre- 
scribe regulations  requiring  "  and  inserting 
in  lieu  thereof  "require  ". 

SEC.  »02  TE(  HNIC.AI.  .AMENDMENTS. 

(a)  Section  2.— Section  2  (7  U.S.C.  136)  is 
amended— 

(1)  in  subsection  (c).  by  striking  out  "if:" 
and  inserting  in  lieu  thereof  "if—". 

(2)  in  subsections  (p)(2)  and  (u).  by  strik- 
ing out  "Health.  Education,  and  Welfare  " 
and  inserting  in  lieu  thereof  "Health  and 
Human  Services". 

(3)  in  subsection  (q)(2)(A).  by  striking  out 
"if:"  and  inserting  in  lieu  thereof  "if—". 

(4)  in  subsection  (q)(2)(C)(iii).  by  striking 
out  •":  Provided,  That  "  and  inserting  in  lieu 
thereof "",  except  that", 

(5)  by  striking  out  in  subsection  (u) "":  Pro- 
vided. That"  and  inserting  in  lieu  thereof  ". 
except  that",  by  striking  out  "(IKa)",  by 
striking  out  "or  (b)",  by  striking  out  "(2) 
that"  and  inserting  in  lieu  thereof  'that", 
and  by  striking  out  "an  article  covered  by 
clause  (1)  of  this  proviso"  and  inserting  in 
lieu  thereof  "a  new  animal  drug",  and 

(6)  by  striking  out  in  subsection  (ee)  "": 
Provided.  That  the  term"  and  inserting  in 
lieu  thereof  ",  except  that  the  term"',  by 
striking  out  "or""  before  clause  (4),  by  strik- 
ing out  ■":  Provided  further.  That  the  term 
also  shall  not  include"  and  inserting  in  lieu 
thereof  •".  (5)",  by  striking  out  "or  any  use" 
and  inserting  in  lieu  thereof  ""or  (6)  any 
use",  and  by  striking  out  "":  And  provided 
further.  That  after"  and  inserting  in  lieu 
thereof  a  period  and  "After". 

(b)  Section  3.— Section  3  (7  U.S.C.  136a)  is 
amended— 

(1)  by  striking  out  ":  Provided.  That  such" 
in  subsection  (c)(l)(D)(i)  and  inserting  in 
lieu  thereof  a  period  and  "Such", 

(2)  by  striking  out  the  semicolons  at  the 
end  of  clauses  (i),  (ii),  and  (iii)  of  subsection 
(c)(1)(D)  and  inserting  in  lieu  thereof  a 
period,  by  striking  out  "except  as"  in  subsec- 
tion (c)(l)(D)(ii)  and  inserting  in  lieu  there- 
of "Except  as ",  and  by  striking  out  "after 
expiration"  in  subsection  (c)(l)(D)(iii)  and 
inserting  in  lieu  thereof  "After  expiration ", 

(3)  in  subsection  (c)(1)(D),  by  striking  out 
"subsection  (c)(2)(D)  of  this  section"  and  in- 
serting in  lieu  thereof  "paragraph  (2)(D) ", 

(4)  in  subsection  (c)(l)(D)(ii),  by  striking 
out  "subparagraph  (D)(i)  of  this  paragraph" 
and  inserting  in  lieu  thereof  "'clause  (i)", 

(5)  in  subsection  (c)(l)(D)(iii),  by  striking 
out  "subparagraphs  (DXi)  and  (D)(ii)  of  this 
paragraph"  and  inserting  in  lieu  thereof 
"clauses  (i)  and  (ii)", 

(6)  by  striking  out  ":  Provided.  That  the" 
in  subsection  (c)(2)(B)(iv)  and  inserting  in 
lieu  thereof  a  period  and  "The", 

(7)  in  subsection  (c)(2)(B)(v),  by  striking 
out  "subsection  (c)(1)(D)  of  this  section" 
and  inserting  in  lieu  thereof  "paragraph 
(1)(D)  of  this  subsection", 

(8)  by  striking  out  ""sul)section  (c)(5)  of 
this  section"  in  subsection  (c)(7)  each  place 
it  occurs  and  inserting  in  lieu  thereof  "'para- 
graph (5)"  and  by  striking  out  "":  Provided. 
That  if"  in  subsection  (c)(7)(A)  and  insert- 
ing in  lieu  thereof  a  period  and  "If", 

(9)  by  striking  out  "",  provided  that  if"  in 
subsection  (d)(1)(A)  and  inserting  in  lieu 
thereof  a  period  and  If  and  by  striking 
out  "":  Provided,  however,  That  the"  in  such 
subsection  and  inserting  in  lieu  thereof  a 
period  and  "The", 

(10)  in  subsection  (d)(l)(C)(ii),  by  amend- 
ing the  last  sentence  to  read  as  follows: 
"Any  such  regulation  shall  be  reviewable  in 
accordance  with  section  16(e).",  and 


(11)  by  striking  out  "":  Provided.  That  as" 
in  subsection  (f)(2)  and  inserting  in  lieu 
thereof  a  period  and  "As  ". 

(c)  Section  4.— Section  4  (7  U.S.C.  136b)  is 
amended— 

(1)  in  subsection  (a)(1),  by  striking  out  ": 
Provided,  hoivever.  That  the"  and  inserting 
in  lieu  thereof  a  period  and  '"The",  and 

(2)  by  striking  out  "":  Provided.  That  such  " 
in  subsection  (c)  and  inserting  in  lieu  there- 
of a  period  and  "Such"'. 

(d)  Section  5.— Section  5(g)  (7  U.S.C. 
136c(g))  is  amended  by  striking  out  "":  Pro- 
vided. That  such"  and  inserting  in  lieu 
thereof  a  period  and  "Such"'. 

(e)  Section  6.— Section  6  (7  U.S.C.  136d)  is 
amended— 

(1)  in  subsection  (c).  by  striking  out 
"Agency  "  each  place  it  occurs  and  inserting 
in  lieu  thereof  "Administrator", 

(2)  in  subsection  (c)(1),  by  running  into 
the  second  sentence  the  undesignated  para- 
graph in  that  subsection, 

(3)  in  subsection  (c)(3),  by  striking  out 
"(i)"  and  inserting  in  lieu  thereof  "(A)"  and 
by  striking  out  "(ii)'"  and  inserting  in  lieu 
thereof  "(B)",  and 

(4)  in  subsection  (e)(2),  by  striking  out  "": 
Provided.  That  the"  and  inserting  in  lieu 
thereof  a  period  and  "The". 

(f)  Section  10.— Section  10  (7  U.S.C.  136h) 
is  amended— 

(1)  by  striking  out  "":  Provided.  That  the" 
in  subsection  (d)(1)  and  inserting  in  lieu 
thereof  a  period  and  "The  ", 

(2)  by  striking  out  "":  Provided  further. 
That  this"  in  subsection  (d)(1)  and  inserting 
in  lieu  thereof  a  period  and  ""This",  and 

(3)  by  striking  out  "":  Provided.  That 
where"  in  subsection  (d)(3)  and  inserting  in 
lieu  thereof  a  period  and  "Where". 

(g)  Section  12.— Section  12(a)(2)(F)  is 
amended  by  striking  out  "":  Provided.  That 
it"  and  inserting  in  lieu  thereof  a  period  and 
"It"'. 

(h)  Section  13.— Section  13  (7  U.S.C.  136k) 
is  amended— 

(1)  in  subsection  (b),  by  taking  the  last 
sentence  in  paragraph  (3)  and  inserting  it 
after  such  paragraph  as  a  full  measure  sen- 
tence, and 

(2)  in  subsection  (c),  by  striking  out "":  Pro- 
vided.  That  upon"  and  inserting  in  lieu 
thereof  a  period  and  "On". 

(i)  Section  15.-Section  15(a)  (7  U.S.C. 
136m(a))  is  amended  by  striking  out  "(i)" 
and  "(ii)". 

(j)  Section  16.— Subsection  (a)  of  section 
16  (7  U.S.C.  136n)  is  amended  to  read  as  fol- 
lows: 

^"■(a)  District  Court  Review.— Except  as 
otherwise  provided  in  this  Act,  the  refusal 
of  the  Administrator  to  cancel  or  suspend  a 
registration  or  to  change  a  classification  not 
following  a  hearing  and  other  final  actions 
of  the  Administrator  not  committed  to 
agency  discretion  by  law  are  Judicially  re- 
viewable by  the  district  courts  of  the  United 
States.". 

(k)  Section  17.— Section  17  (7  U.S.C.  136o) 
is  amended— 

(1)  by  striking  out  ":  Provided,  That  the" 
in  subsection  (c)  and  .inserting  in  lieu  there- 
of a  period  and  ""The",  and 

(2)  by  striking  out "":  And  provided  further. 
That  all"  in  subsection  (c)  and  inserting  in 
lieu  thereof  a  period  and  "All". 

(1)  Section  18.— The  heading  for  section 
18  (7  U.S.C.  136p)  is  amended  by  inserting 
"AND  STATE"  after  "FEDERAL"  and  by  run- 
ning in  the  second  sentence  after  the  first 
sentence. 

(m)  Section  19.— Section  19(a)  (7  U.S.C. 
136q(a))  is  amended  by  striking  out  "can- 
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Additional    Uses.- 


25    (7    U.S.C. 


ccled  under  section  6(c)"  and  inserting  in 
lieu  thereof  "suspended  under  section  6(c) 
and  canceled". 

(n)  Section  21. -Section  21  (7  U.S.C.  136s) 
is  amended— 

(1)  by  inserting  "Secretary  of  Agricul- 
ture.—" before  "The"  in  subsection  (a), 

(2)  by  inserting  "Views.—"  after  "(b)", 
and 

•  3)  by  inserting  "Notice.—"  after  "(c)". 

(0)  Section  24.— Section  24  (7  U.S.C.  136v) 
is  amended— 

(1#  by  inserting  "State  Regulation.—" 
after  "(a)", 

(2)  by  inserting  "Uniformity.—"  after 
"(b)",  and 

( 3 )  by    inserting 
after  "(c)". 

(p)    Section    25— Section 
136w)  is  amended— 

(1)  in  subsection  (a)(3).  by  striking  out 
"Committee  on  Agriculture  and  Forestry" 
and  inserting  in  lieu  thereof  "Committee  on 
Agriculture,  Nutrition,  and  Forestry",  and 

(2)  in  sub.section  (e),  by  striking  out  ":  Pro- 
vided. That  whenever"  and  inserting  in  lieu 
thereof  a  period  and  "Whenever". 

(q)  Section  26.— Section  26  (7  U.S.C. 
136w- 1 )  is  amended— 

(1)  by  inserting  "In  General.—"  after 
"(a)"  in  subsection  (a), 

(2)  by  inserting  Special  Rules.—"  after 
"(b)"  in  subsection  (b), 

(3), by  inserting  Administrator.—"  after 
"(c)",  and 

(4)  in  subsection  (a)(1).  by  striking  out  "; 
Provided.  That  the"  and  inserting  in  lieu 
thereof  ".  except  that  the". 

(r)  Section  27. -Section  27  (7  U.S.C.  136w- 
2)  is  amended— 

(1)  by  inserting  "Referral.—"  after  "(a)", 

(2)  by  inserting  "Notice.—"  after  "(b)", 
and 

(3)  by  inserting  "Construction.—"  after 
"(c)". 


SEC.  903.  TABLE  OF  CONTENTS  .AMENDMENTS 

The  table  of  contents  contained  in  section 
Kb)  (7  U.S.C.  prec.  121)  is  amended— 

(1)  by  striking  out  the  item  relating  to  sec- 
tion 2(e)  and  inserting  in  lieu  thereof  the 
following: 

"(e)  Applicator. 
"(1 )  Commercial  applicator. 
"(2)  Private  applicator. 
"(3)  Certified  applicator. 
"(4)  Under  the  direct  supervision  of  a  certi- 
fied applicator."; 

(2)  by  adding  at  the  end  of  the  items  relat- 
ing to  section  2  the  following; 

"(ff)  Outstanding  data  requirement. 

"(1)  In  general. 

■■(2)  Factors. 
■■(gg)  Antimicrobial. 
"(hh)  Pesticide  testing  facility. 
"(ii)  Importing  country, 
■■(jj)  Pesticide  dealer, 
"(kk)  To  distribute  or  sell."; 

(3)  by  striking  out  the  term  relating  to  sec- 
tion 3(a)  and  inserting  in  lieu  thereof  the 
following: 

"(a)  Requirement  of  registration."; 

(4)  by  striking  out  the  item  relating  to  sec- 
tion 3(c)(8)  and  inserting  in  lieu  thereof  the 
following: 

(8)  Public  interim  administrative  review. 
"(A)  In  general. 

"(B)  Criteria  for  initiating  a  public  in- 
terim administrative  review. 


"(C)  Review  requirement. 

"(D)  Prereview  notice  procedures. 

"(E)  Notice. 

"(F)  Review  procedure. 

"(G)  Judicial  review."; 

(5)  by  adding  at  the  end  of  the  items  relat- 
ing to  section-3(c)  the  following: 

"(9)  Preregistration  access  to  data."; 

(6)  by  amending  the  item  relating  to  sec- 
tion 3(g)  to  read  as  follows; 

"(g)  Priority  list  and  data  requirements  for 
inert  ingredients. 
"( 1 )  Establishment  of  list. 
"(2)  Publication  of  list. 
"(3)  Judicial  review. 
"(4)  Number  of  ingredients. 
"(5)  Additional  data. 
"(6)  Evaluation. 
"(7)  Construction"; 

(7)  by  inserting  after  the  items  relating  to 
section  3  the  following: 

"Sec.  3A.  Reregistralion  of  registered  pesti- 
cides, 
"(a)  General  rule. 
"(b)  Special  authorities  of  Aclministrator. 

"(1)  Guidelines. 

"(2)  Monitoring. 

"(3)  Suspensions  and  penalties. 
"(c)  Reregistration,  phases. 
"(d)  Phase  one. 

"( 1 )  Priority  for  reregistration.        '" 

"(2)  Reregistration  lists. 

"(3)  Judicial  review. 

"(4)  Notice  to  registrants. 
"(e)  Phase  two. 

"(1)  In  general. 

"(2)  Notice  of  intent  to  seek  or  not  to  seek 
reregistration. 

"(3)  Missing  or  inadequate  data. 

"(4)  Time  periods. 

"(5)  Cancellation  and  removal. 
■•(f)  Phase  three. 

"(1)  Information  about  studies. 

■■(2)  Time  periods. 

"(3)  Cancellation. 
"(g)  Phase  four. 

"(1)  Independent  review  and  identification 
of  outstanding  data  require- 
ments. 

"(2)  Time  periods. 
"(h)  Phase  five. 

"(1)  Data  review. 

"(2)  Reregistration  and  other  actions. 
"(i)  Compensation  of  data  submitter. 
"(j)  Fees. 

"(1)  Initial  fee  for  food  or  feed  pesticide 
active  ingredients. 

"(2)  Final  fee  for  food  or  feed  pesticide 
active  ingredients. 

"(3)  Pees  for  other  pesticide  active  ingre- 
dients. 

"(4)  Reduction  or  waiver  of  fees  for  minor 
use  and  other  pesticides. 

"(5)  Other  fees. 

"(6)  Apportionment, 
"(k)  Exemption  of  certain  registrants. 
"(1)  Reregistration  fund, 
"(m)  Judicial  review.": 

(8)  by  adding  at  the  end  of  the  items  relat- 
ing to  section  4  the  following: 

"(d)  Provisions  regarding  commercial  appli- 
cators. 

"(e)  Provisions  regarding  private  applicators. 

"(f)  Recertificalion  and  registration. 

"(g)  Training  material. 

"(h)  Minimum  standards  for  trainers  and 
training  programs. 


"(i)    Privately    administered    training    pro- 
grams, 
"(j)  Enforcement  officer  training. 
"(k)  Separate  standards. 
"(I)  State  agency  defined."; 

(9)  by  striking  out  the  items  relating  to 
section  6(a)(1)  and  6(a)(2); 

(10)  by  striking  out  the  item  relating  to 
section  6(b)  and  inserting  in  lieu  thereof  the 
following; 

"(b)  Cancellation  and  change  in  classifica- 
tion or  labeling. 

"( 1 )  Notice  of  cancellation  or  change  in 
classification. 

"(2)  Hearing. 

"(3)  Factors. 

"(4)  Label  changes."; 

(11)  by  amending  the  item  relating  to  sec- 
tion 6(d)  to  read  as  follows: 

"(d)  Public  hearings."; 

(12)  by  striking  out  the  item  relatmg  to 
section  6(f)  and  inserting  in  lieu  thereof  the 
following: 

"(f)  Hearing  procedures  after  public  interim 
administrative  review. 

"(1)  General  rule.  .  ^ 

"(2)  Request  for  hearing. 

"(3)  Procedures. 
"(g)  General  provisions. 

"(1)  Voluntary  cancellation 

"(2)  Publication  of  notice. 

"(3)  Existing  stocks. 

"(4)  Additional  information. 
"(h)  Suspension  and  cancellation  of  registra- 
tion based  on  false  or  invalid  data. 

"(11  Notice. 
(2)  Invalid  data. 

■■(3)  False  data. 

"(4)  Hearing.  ^ 

"(i)  Judicial  review."; 

(13)  by  adding  at  the  end  of  the  items  re- 
lating to  section  7  the  following: 

■(e)  Public  right  to  know. 
■■(f)  Information  requests."; 

(14)  by  striking  out  the  items  relating  to 
section  8  and  inserting  in  lieu  thereof  the 
following: 

"Sec.  8.  Records. 

"(a)  Authority  to  require  records. 

■•(b)  Limitations. 

■■(c)  Records  of  applicators. 

■■(d)  Records  of  pesticide  dealers. 

••(e)  Access. 

■(f)  Information  for  employees."; 
(15)(A)  by  amending  the  item  relating  to 
section  9(a)  to  read  as  follows: 

(a)  Authority  to  enter.  Inspect,  and  copy."; 

and 

(B)  by  adding  at  the  end  of  the  items  re- 
lating to  section  9  the  following; 

"(d)  Procedure. 
■•(e)  Coordination."; 

(16)  by  adding  at  the  end  of  the  items  re- 
lating to  section  10  the  following: 

••(h)  Data  disclosure  to  States. 
■•(1)  In  general. 

■■(2)  Action  for  just  compensation. 
■■(3)  Required  disclosure.": 

(17)  by  striking  out  the  items  relating  to 
section  11; 

( 18)  by  adding  at  the  end  of  the  items  re- 
lating to  section  12  the  following: 
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"(c)  Acts  of  officers,  agents,  etc.": 

(19)  by  adding  at  the  end  of  the  items 
relating  to  section  14(a)  the  following: 

■■(6)  Subpoenas.": 

(20)  by  strilcing  out  the  item  relating  to 
section  14(b)(4): 

(21)  by  adding  at  the  end  of  the  items 
relating  to  section  15  the  following: 

"(c)  Report.": 

(22)  by  adding  at  the  end  of  the  items 
relating  to  section  16  the  following: 

"(e)  Review  of  regulations.": 

(23)  by  striking  out  the  items  relating  to 
subsections  (a)  and  (b)  of  section  17  and  in- 
serting in  lieu  thereof  the  following: 

"(a)  Pesticides  and  devices  extended  for  ex- 
port. 

"(1)  Violations. 

"(2)  Restricted  use  or  unregistered  pesti- 
cides. 

"(3)  Notification  specifications. 

"(4)  Labels. 

"(5)  Records. 
"(b)  Notices  of  regulatory  action  furnished 
to  foreign  governments. 

"( 1 )  Issuance. 

"(2)  Contents.": 

(24)  by  amending  the  item  relating  to  sec- 
tion 18  to  read  as  follows: 

"(Sec.  18.  Exemption  of  Federal  and  State 
agencies.": 

(25)  by  adding  k>elow  the  item  relating  to 
section  21  the  following: 

"(a)  Secretary  of  Agriculture. 
"(b)  Views. 
"(c)  Notice.": 

(26)  by  adding  at  the  end  of  the  items 
relating  to  section  22  the  following: 

"(c)  Effect  on  certain  other  laws.": 

(27)  by  adding  below  the  item  relating  to 
section  24  the  following: 

"(a)  State  regulation. 
"(b)  Uniformity. 
"(c)  Additional  uses. ': 

(28)  by  adding  at  the  end  of  the  items 
relating  to  section  25(a)  the  following: 

"(4)  Congressional  review  of  regulations. ': 

(29)  by  adding  at  the  end  of  the  items 
relating  to  section  25  the  following: 

"(e)  Peer  review. 

"(f)  Worker  health  and  .safety.": 

(30)  by  adding  below  the  item  relating  to 
section  26  the  following: 

"(a)  In  general. 
"(b)  Special  rules. 
"(c)  Administrator. 
•'(d)  Expiration.": 

(31)  by  adding  below  the  item  relating  to 
section  27  the  following: 

"(a)  Referral. 

"(b)  Notice. 

"(c)  Construction."; 

and 

(32)  by  striking  out  the  item  relating  to 
section  31  and  inserting  in  lieu  thereof  the 
following: 

"Sec.  31.  Collection,  dissemination,  and  use 

of  data, 
"(a)  Data  systems. 


"(b)  Data  retrieval. 
■(c)  Index. 
"(d)  Report. 
"(e)  Confidentiality. 
'(f)  Authorization. 
"Sec.  32.  Groundwater  authority. 
"(a)  In  general. 
"(b)  Use  of  other  authorities. 
"(c)  Consultation  with  States. 
"(d)  Consultation  with  Secretary  of  Agricul- 
ture. 
"Sec.  33.  Authorization  for  appropriations.". 

The  CHAIRMAN.  Are  there  any 
amendments  to  title  IX? 

If  not,  the  Clerk  will  (iesignate  title 
X. 

The  text  of  title  X  is  as  follows: 
TITLE  X-EFfECTIVE  I).\TE 
SEC.  1001.  EKKFATIVK  DATE 

Except  as  otherwise  provided  in  this  Act, 
the  amendments  made  by  this  Act  shall 
take  effect  upon  the  expiration  of  60  days 
after  the  date  of  enactment  of  this  Act. 

The  CHAIRMAN.  Are  there  any 
amendments  to  title  X? 

If  not.  the  Clerk  will  designate  title 
XI. 

The  text  of  title  XI  is  as  follows: 

TIT1>E  XI— TOLERANCES  .4NI) 
INTER.NATIONAL  COOPERATION 

SEC.  1 101.  TOl.ER.ANCES  FOR  ACRICl'LTrRAL  ( OM- 
MOniTIES. 

(a)  Revocations  and  Suspensions.— Sec- 
tion 408  of  the  Federal  Food,  Drug,  and  Cos- 
metic Act  (21  U.S.C.  346a)  is  amended  by 
adding  at  the  end  the  following: 

•(p)(l)(A)  If  the  registration  of  each  pesti- 
cide containing  a  specific  active  or  inert  in- 
gredient registered  for  use  on  a  particular 
raw  agricultural  commodity— 

"(i)  has  been  cancelled  by  the  Administra- 
tor under  the  Federal  Insecticide.  Fungi- 
cide, and  Rodenticide  Act, 

(ii)  has  voluntarily  been  cancelled  under 
such  Act.  or 

"(iii)  has  voluntarily  been  withdrawn 
under  such  Act. 

due  in  whole  or  in  part  to  risks  to  humans, 
the  Administrator,  not  later  than  60  days 
after  the  effective  date  of  such  cancellation 
or  after  receipt  of  information  of  such  with- 
drawal, shall  revoke  any  tolerance  estab- 
lished under  subsection  (b)  for  residues  of 
such  pesticide  chemical  in  or  on  such  com- 
modity or  any  exemption  from  the  need  for 
such  tolerance  established  under  subsection 
(c).  In  revoking  a  tolerance  or  an  exemption 
from  a  tolerance,  the  procedures  required 
under  section  553  of  title  5.  United  States 
Code,  shall  be  used. 

"(B)  The  effective  date  of  a  revocation 
under  subparagraph  (A)  may  be  delayed  to 
permit  distribution  in  commerce  of  food 
that  bears  residues  of  the  active  or  inert  in- 
gredient as  the  result  of— 

"(i)  the  use  of  the  cancelled  pesticide 
before  the  date  of  its  cancellation, 

■(ii)  the  use  of  existing  stocks  of  such  pes- 
ticide as  authorized  under  the  order  cancel- 
ling the  registration  of  the  pesticide,  or 

"(iii)  unavoidable  residual  environmental 
contamination. 

"(2)  If  the  registration  of  each  pesticide 
containing  a  specific  active  or  inert  ingredi- 
ent registered  for  use  on  a  particular  raw 
agricultural  commodity  has  been  suspended 
by  the  Administrator  under  the  Federal  In- 
secticide. Fungicide,  and  Rodenticide  Act 
due  in  whole  or  in  part  to  risks  to  humans, 
the  Administrator,  not  later  than  60  days 
after  the  effective  dale  of  such  suspension. 


shall  suspend  any  tolerance  established 
under  subsection  (b)  for  residues  of  such 
pesticide  chemical  in  or  on  such  commodity 
or  any  exemption  from  the  need  for  such 
tolerance  established  under  subsection  (c). 
The  effective  date  of  such  suspension  may 
be  delayed  to  permit  distribution  in  com- 
merce of  food  that  bears  residues  of  the 
active  on  inert  ingredient  as  the  result  of— 

■•(A)  the  use  of  the  suspended  pesticide 
before  the  date  of  its  suspension, 

•(B)  the  use  of  existing  stocks  of  such  pes- 
ticide as  authorized  under  the  order  sus- 
pending the  registration  of  the  pesticide,  or 

•(C)  unavoidable  residual  environmental 
contamination. 

In  suspending  a  tolerance  or  an  exemption 
from  a  tolerance,  the  procedures  required 
under  section  553  of  title  5.  United  States 
Code,  shall  be  used.  The  suspension  of  a  tol- 
erance or  an  exemption  from  a  tolerance  for 
a  pesticide  chemical  shall  be  effective  as 
long  as  the  registration  of  the  pesticide  to 
which  the  tolerance  or  exemption  is  applica- 
ble is  suspended  under  the  Federal  Insecti- 
cide. Fungicide,  and  Rodenticide  Act.  If  the 
registration  of  the  pesticide  ceases  to  be  sus- 
pended and  is  not  cancelled  under  such  Act, 
the  Administrator  shall  rescind  any  such 
suspension  of  a  tolerance  or  exemption. 

■•(3)  At  the  time  the  Administrator  makes 
a  determination  under  section  3A(h)(2)  of 
the  Federal  Insecticide,  Fungicide,  and  Ro- 
denticide Act  regarding  an  ingredient  of  a 
pesticide,  any  tolerance  established  under 
subsection  (b)  for  residues  of  a  pesticide 
chemical  that  is  or  contains  such  ingredient 
or  any  exemption  from  the  need  for  such  a 
tolerance  established  under  subsection  (c) 
shall  be  reassessed  and  tolerance  or  exemp- 
tion shall  be  established,  amended,  or  re- 
voked as  necessary.". 

(b)  Procedure.— Section  408(m)  of  such 
Act  (21  U.S.C.  346a(m))  is  amended  by  strik- 
ing out  "The"  and  inserting  In  lieu  thereof 
"Except  as  provided  in  subsection  (p),  the". 

SEC.    1102.   (OOPEHATION   IN    INTERNATIONAL  EF- 
FORTS. 

Subsection  <d)  of  section  17  (7  U.S.C. 
136o(d))  is  amended  to  read  as  follows: 

■(d)  Cooperation  in  International  Ef- 
forts.—The  Administrator  shall— 

"(1)  in  cooperation  with  the  Secretary  of 
State,  other  appropriate  Federal  agencies, 
and  nongovernmental  and  international  or- 
ganizations, actively  participate  in  interna- 
tional efforts  to  develop  improved  pesticide 
research  and  regulatory  programs. 

•'2)  provide  foreign  countries  with  techni- 
cal assistance  to  develop  comprehensive  pes- 
ticide regulatory  programs, 

"(3)  within  1  year  after  the  effective  date 
of  the  Federal  Insecticide,  Fungicide,  and 
Rodenticide  Act  Amendments  of  1986,  and 
every  3  years  thereafter,  conduct  and  pub- 
lish a  survey  of  all  countries  that  import 
pesticides  from  United  States  exporters  or 
from  which  the  United  States  imports  agri- 
cultural commodities,  to  ascertain  what  pro- 
cedures are  in  place  in  each  country— 

■■(A)  regarding  registration,  labeling,  and 
training  to  ensure  safe  handling,  transporta- 
tion, application,  and  disposal  of  pesticides, 
and 

■(B)  to  control  residues  on  foods  to  meet 
tolerances  established  under  United  States 
law.  and 

•'4)  report  to  Congress  annually  on  the 
activities  conducted  under  this  subsection 
and  the  results  thereof.". 
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AMENDMENT  OFFERED  BY  MR.  ROBERTS 

Mr.  ROBERTS.  Mr.  Chairman.  I 
offer  an  amendment  made  in  order 
under  the  rule. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Roberts:  At 
the  end  of  title  XI.  insert  a  new  section  1103 
as  follows: 

SEC.    1103.    FOOD    PRODI  (TIOS    AND    MARKETIM; 
rMK()R.MITY. 

The  Federal  Insecticide.  Fungicide,  and 
Rodent  icide  Act  is  amended  by  adding  at 
the  end  thereof  a  new  .section  as  follows: 

"SEC.  34.  FOOD  PRODCCTION  AND  MARKETING  INI- 
FORMITV. 

"(a)  Intent.— It  is  the  intent  of  Congress 
to  assure  a  safe  and  reasonably  priced  food 
supply  for  consumers.  In  order  to  achieve 
this  goal,  it  is  declared  to  be  the  express 
intent  of  Congress  to  require  national  uni- 
formity in  the  regulation  of  the  levels  of 
residues  of  pesticides  in  or  on  food  in  order 
to  permit  national  marketing  of  all  food 
products  without  jurisdictional  barriers. 

•(b)  National  Uniformity.— (1)  Except  as 
provided  in  subsections  (e)  and  (h),  no  State 
or  political  subdivision  thereof  may  estab- 
lish, continue  in  effect,  or  enforce  any  re- 
quirement or  prohibition  that— 

"(A)  directly  or  indirectly  establishes  a 
permissible  level  for  a  residue  of  a  pesticide 
in  or  on  food,  if  such  a  level  has  been  estab- 
lished under  a  Federal  law  or  a  regulation 
or  other  enforcement  requirement  issued 
thereunder,  and 

"(B)  is  not  identical  with  the  requirements 
or  prohibitions  of  such  Federal  law  and  of 
the  regulations  and  enforcement  require- 
ments issued  thereunder. 
if  the  use  of  the  pesticide  resulting  in  the 
residue  is  registered  with  the  Administrator 
on  the  basis  of  data  meeting  the  require- 
ments of  paragraph  (2)  of  this  subsection  or 
if  the  use  of  the  pesticide  resulting  in  the 
residue  has  not  been  registered  with  the  Ad- 
ministrator, or  has  been  registered  with  the 
Administrator  on  the  basis  of  data  meeting 
the  requirements  of  paragraph  (2)  of  this 
subsection  and  later  canceled  or  suspended, 
and  the  permissible  level  for  the  residue  has 
been  established  or  reaffirmed  by  the  re- 
sponsible Federal  official  on  or  after  the 
date  of  enactment  of  this  subsection. 

"(2)  For  purposes  of  this  subsection,  a  pes- 
ticide shall  be  deemed  to  be  registered  with 
the  Administrator  with  respect  to  a  use  on 
the  basis  of  data  meeting  the  requirements 
of  this  paragraph  if— 

"(A)  the  initial  registration  or  reregistra- 
tion  of  the  pesticide  for  that  use  was  ap- 
proved under  section  3(c)(5)  of  this  Act  on 
or  after  April  25.  1985.  or 

"(B)  the  initial  registration  or  reregistra- 
tion  of  the  pesticide  for  that  use  was  ap- 
proved under  section  3(c)(5)  of  this  Act 
prior  to  April  25.  1985.  on  the  basis  of  data 
determined  by  the  Administrator  to  meet 
the  requirements  of  the  provisions  in  40 
C.F.R.  part  158  that  became  effective  on 
April  25.  1985. 

■(c)  Concurrent  Jurisdiction.— (1)  Any 
State  or  political  subdivision  thereof  may 


"(A)  cooperate  with  and  provide  relevant 
information  to  State  and  local  officials  en- 
gaged in  the  regulation  of  the  levels  of  resi- 
dues of  pesticides  in  or  on  food;  and 

"(B)  provide  training  and  enter  into  con- 
tracts with  such  officials  to  facilitate  more 
effective  uniform  national  regulation  of  the 
levels  of  residues  of  pesticides  in  or  on  food, 
except  that  the  authority  to  enter  into  con- 
tracts under  this  paragraph  shall  be  to  such 
extent  or  in  such  amounts  as  are  provided  in 
appropriations  acts. 

■(d)  Petition.— (1)  Any  State  may  peti- 
tion the  Federal  official  responsible  for  the 
implementation  of  a  Federal  law  referred  to 
in  subsection  (b)(1)  to  adopt  by  regulation 
as  a  Federal  requirement  or  prohibition  an 
existing  or  proposed  State  requirement  or 
prohibition  relating  to  the  levels  of  residues 
of  pesticides  in  or  on  food. 

"(2)  Within  180  days  after  receipt  of  any 
such  petition,  such  Federal  official  shall, 
after  receiving  comments  from  the  scientific 
Advisory  Panel  established  under  section 
25(d)  containing  an  evaluation  of  relevant 
data  and  risk  to  human  health— 

•■(A)  respond  specifying  the  substantive 
action  that  is  being  taken  on  such  petition: 
and 

•■(B)  if  such  action  includes  the  adoption 
of  a  new  Federal  requirement  or  prohibi- 
tion, initiate  the  appropriate  administrative 
proceeding  to  implement  such  action. 

■■(3)(A)  If  such  Federal  official  fails  to  re- 
spond or  to  initiate  any  appropriate  action 
within  the  180  days  specified  in  paragraph 
(2)  of  this  subsection,  the  State  which  sub- 
mitted the  petition  may.  notwithstanding 
the  provisions  of  subsection  (b).  establish 
and  enforce  within  its  own  jurLsdiction  the 
requirement  or  prohibition  which  was  the 
subject  of  the  petition,  as  an  interim  re- 
quirement or  prohibition. 

■'(B)  Such  an  interim  requirement  or  pro- 
hibition may  be  contested  by  any  person 
under  the  declaratory  judgment  provisions 
of  section  2201  of  title  28.  United  States 
Code,  on  the  ground  that  the  interim  re- 
quirement or  prohibition  does  not  meet  the 
standards  established  in  paragraphs  (1)  and 
(2)  of  subsection  (e).  In  any  such  action,  the 
State  shall  bear  the  burden  of  proving  that 
such  interim  requirement  or  prohibition 
meets  such  standards. 

"(C)  Such  an  interim  requirement  or  pro- 
hibition may  remain  in  effect  until— 

■(i)  the  Federal  official  takes  ■action  on 
the  petition  and  initiates  any  appropriate 
administrative  proceeding  pursuant  to  para- 
graph (2)  of  this  subsection  and  such  action 
rejects  the  interim  requirement  or  prohibi- 
tion, or 

"(ii)  a  court  determines  that  the  interim 
requirement  or  prohibition  has  not  been 
shown  by  the  State  to  meet  the  standards 
established  in  paragraphs  (1)  and  (2)  of  sub- 
section (e). 
whichever  occurs  earlier. 

■■(e)  Exemptions.— Upon  petition  of  a 
State,  the  Federal  official  responsible  for 
the  implementation  of  a  Federal  law  re- 
ferred to  in  subsection  (b)(1)  may.  by  regu- 
lation promulgated  after  notice  and  oppor- 
tunity for  an  oral  hearing,  exempt  from 
exereise  concurrent  jurisdiction  over  the  *^mibsection  (b).  under  such  conditions  as 
levels  of  residues  of  pesticides  in  or  on  food^'^^ay  be  prescribed  in  such  regulation,  a  re- 


for  the  purpose  of  enforcing  requirements 
or  prohibitions  identical  with  those  estab- 
lished in  such  Federal  law  and  in  the  regula- 
tions and  interpretations  issued  thereunder. 
■■(2)  For  purposes  of  paragraph  (1).  the 
Federal  official  responsible  for  the  imple- 
mentation of  any  Federal  law  referred  to  in 
subsection  (bid)  shall— 


quirement  or  prohibition  of  such  State  re- 
lating to  the  levels  of  residues  of  pesticides 
in  or  on  food  in  that  State  if  such  require- 
ment— 

■■(1)(A)  is  justified  by  compelling  local 
conditions  or 

■■(B)  is  justified  because  the  subject 
matter  regulated  by  such  requirement  or 


prohibition  is  primarily  local  in  nature  and 
the  Federal  official  responsible  for  the  im- 
plementation of  such  Federal  law  is  not  ex- 
ercising jurisdiction  over  the  subject  matter 
regulated  by  such  requirement  or  prohibi- 
tion, and 

■■(2)(A)  protects  an  important  public  inter- 
est that  would  otherwise  be  unprotected. 

■■(B)  would  not  cause  any  food  to  be  in  vio- 
lation of  any  applicable  requirement  or  pro- 
hibition under  Federal  law.  and 

■■(C)  would  not  unduly  burden  interstate 
commerce. 

■•(f)  Advisory  Committee.— For  purposes 
of  assuring  effective  and  uniform  implemen- 
tation of  all  laws  regulating  the  levels  of 
residues  of  pesticides  in  or  on  food,  the  Fed- 
eral officials  responsible  for  implementation 
of  such  Federal  laws  shall  establish  an  advi- 
sory committee  comprised  of  eleven  State 
and  local  officials  engaged  in  the  regulation 
of  the  levels  of  residues  of  pesticides  in  or 
on  food. 

■■(g)  Responsible  Federal  Official.— A  t>e- 
tition  submitted  under  sub.section  (d>  or  (e) 
shall  be  acted  upon  by  the  highest  Federal 
official  responsible  for  the  implementation 
of  the  Federal  law  involved,  which  author- 
ity shall  not  be  delegated.  The  advice  of  the 
advisory  committee  established  under  sub- 
section (f)  shall  be  obtained  before  action  is 
taken  upon  any  such  petition  unless  the  pe- 
tition relates  to  an  imminent  hazard  deter- 
mination under  subsection  (h). 

■■(h)  Imminent  Hazard.— (1)  Notwithstand- 
ing the  provisions  of  subsection  (b),  a  State 
may  establish  and  enforce  within  its  own  ju- 
risdiction any  requirement  or  prohibition 
which  directly  or  indirectly  establishes  a 
permissible  level  for  a  residue  of  a  pesticide 
in  or  on  food  if— 

■■(A)  after  an  opportunity  for  written  com- 
ment and  a  public  hearing,  it  has  been  dem- 
onstrated that— 

■•(I)  the  permissible  level  for  a  residue  of 
that  pesticide  in  or  on  food  established 
under  a  Federal  law  or  a  regulation  or  inter- 
pretation issued  thereunder  constitutes  an 
imminent  hazard  to  public  health  in  that 
State  because  it  presents  a  substantial  risk 
of  serious  harm  to  human  health,  and 

•■(II)  the  additional  protection  provided  by 
such  requirement  or  prohibition  is  neces- 
sary to  prevent  such  imminent  hazard,  and 

■■(B)  within  ten  days  after  the  state  an- 
nounces that  it  is  promulgating  the  require- 
ment or  prohibition,  the  State  has  submit- 
ted a  petition  under  subsection  (d)  or  (e). 

■■(2)  Any  requirement  or  prohibition  estab- 
lished or  enforced  under  paragraph  (1)  may 
be  contested  by  any  person  under  the  de- 
claratory judgment  provisions  of  section 
2201  of  title  28.  United  States  Code,  on  the 
ground  that  such  requirement  or  prohibi- 
tion does  not  meet  the  standards  estab- 
lished in  subparagraph  (A)  and  (B)  of  para- 
graph (1).  In  any  such  action,  the  state  shall 
bear  the  burden  of  proving  that  such  re- 
quirement or  prohibition  meets  such  stand- 
ards. 

■■(3)  Any  requirement  or  prohibition  es- 
tablished or  enforced  under  paragraph  (1) 
may  remain  in  effect  until— 

•■(A)  The  Federal  official  takes  action  on 
the  petition  submitted  under  subsection  (d) 
or  (e)  and  such  action  rejects  such  require- 
ment or  prohibition,  or 

■•(B)  a  court  determines  that  the  require- 
ment or  prohibition  has  not  been  shown  by 
the  State  to  meet  the  standards  established 
in  subparagraphs  (Ai  and  (B)  of  paragraph 
(1). 
whichever  occurs  earlier.". 
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Mr.  ROBERTS  (during  the  reading). 
Mr.  Chairman.  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Kansas? 

There  was  no  objection. 

Mr.  ROBERTS.  Mr.  Chairman,  this 
is  the  Stenholm-Roberts  uniform  tol- 
erance amendment  that  many  of  our 
colleagues  have  heard  so  much  about 
via  the  Dear  Colleague"  route  and 
personal  conversations. 

As  you  recall,  a  few  years  ago  when 
EDB  was  the  front  burner  issue,  sever- 
al States  took  it  upon  themselves  to 
establish  tolerances  that  were  differ- 
ent from  the  Federal  tolerance.  That 
created  what  I  believe  to  be  a  burden 
on  interstate  commerce,  and  for  farm- 
ers, and  for  all  of  those  who  are  in- 
volved in  marketing  our  national  food 
products,  as  well  as  the  consumer.  You 
had  the  situation  where  flour,  pancake 
mixes,  and  so  forth,  were  legal  in  one 
State  and  not  in  another  State. 

Let  me  put  it  another  way.  Aunt 
Jemima  was  OK  in  Oklahoma,  but  not 
in  Texas:  Betty  Crocker  could  be  mar- 
keted in  the  State  of  Massachusetts, 
perhaps,  but  not  in  the  State  of 
Maine. 

For  instance,  in  my  district  I  have 
one  of  the  largest  makers  of  frozen 
pizza  in  the  world.  But  if  that  pizza 
maker  had  used  flour  contaming  EDB 
those  pizzas  might  have  been  legal  for 
sale  in  one  State  and  not  in  another 
State.  This  is  I  believe  an  extremely 
unfair  burden  on  interstate  commerce. 

The  uniform  tolerance  amendment  I 
am  offering  today  is  supported  by  nu- 
merous trade,  producer,  and  farm 
groups.  There  are.  Mr.  Chairman,  60 
farm  organizations  who  are  in  support 
of  the  Stenholm-Roberts  version. 
However,  they  would  like  to  say  that 
the  Federal  tolerance  is  the  final 
word.  The  amendment  that  Mr.  Sten- 
BOLM  and  I  are  offering  is  a  compro- 
mise version  of  what  they  want.  We 
have  the  compromise. 

I  am  offering  this  amendment  as  a 
compromise  version  that  would  estab- 
lish the  federal  tolerance  uniform,  if 
the  chemical  has  completed  the  rereg- 
i-stration  process  outlined  in  the 
FIFRA  bill. 

If,  in  fact,  this  bill  is  such  a  good 
reform,  if.  in  fact,  we  go  through  600 
chemicals  and  we  are  Ivory  Soap  pure 
to  the  extent  that  science  can  deter- 
mine it,  then  and  then  only  does  our 
uniform  tolerance  apply.  Or  if  the 
chemical  has  been  registered  after 
April  25,  1985,  this  date  was  chosen  be- 
cause it  is  the  date  that  EPA  issued 
the  regulation  spelling  out  precisely 
what  the  data  requirements  are  for  a 
chemical  to  be  registered.  Let  me 
stress  that  point  again. 

The  uniform  tolerance  amendment 
that  we  are  supporting  would  apply 


only  to  those  chemicals  that  have 
been  given  a  clean  bill  of  health  by  the 
EPA  and  FDA  through  this  reform 
bill. 

This  amendment  would  only  apply 
to  those  chemicals  that  have  a  com- 
plete data  package  on  file  at  EPA. 
Stales  would  still  have  the  right  to  set 
tolerances  as  they  see  fit  on  the  old 
chemicals. 

Any  public  interest  group,  any  State 
that  has  any  desire  to  send  up  the 
warning  flag  on  any  old  chemical  that 
has  not  been  washed  through  this 
reform  bill,  they  can  do  that.  They 
can  still  do  that  under  this  amend- 
ment. 

One  final  point:  to  safeguard  the 
States'  ability  to  establish  lower  toler- 
ances the  amendment  contains  a  peti- 
tion process  whereby  States  could  pe- 
tition the  Federal  Government  to  es- 
tablish a  stronger  tolerance  and  as  an 
additional  -safeguard  it  grants  the 
States  imminent  hazard  authority  to 
impose  tolerances. 

Imminent  hazard,  30  days,  forces  the 
EPA  to  move.  It  makes  little  sen.se  for 
us  to  have  the  EPA  and  the  FDA  to  es- 
tablish tolerances  based  upon,  hope- 
fully, the  best  scientific  evidence,  then 
have  States  establish  their  own  toler- 
ances in  some  cases  without  scientifi- 
cally valid  reasons. 

More  to  the  point,  this  FIFRA  bill 
has  a  focus  of  getting  all  of  the  chemi- 
cals now  registered,  reregistered  and 
making  sure  that  they  have  complete 
data  package  on  file  at  the  EPA.  If 
EPA  does  the  job  that  we  have  out- 
lined in  the  new  FIFRA  bill  there 
shouldn't  be  a  need  for  different  toler- 
ances by  each  State  on  these  new  or 
reregistered  chemicals. 

This  is  a  crucial  issue  for  farmers, 
for  stockmen,  for  agricultural  produc- 
ers, for  shippers,  for  everybody  in  our 
national  food-marketing  chain  and  for 
the  consumer  as  well. 

I  urge  my  colleagues  to  support  the 
Stenholm-Roberts  uniform  tolerance 
amendment. 

Mr.  Chairman,  the  Food  Production  and 
Marketing  Uniformity  Amendments  of  1986 
add  a  new  section  33  to  the  Federal  Insecti- 
cide. Fungicide,  and  Rodenticide  Act  [FIFRA] 
to  provide  for  national  uniformity  in  the  regula- 
tion of  the  levels  of  residues  of  oestlcides  in 
or  on  food  in  order  to  permit  national  produc- 
tion and  marketing  of  all  food  products  without 
lunsidictlonal  barriers. 

Background 

These  amendments  are  needed  because 
virtually  every  State  has  one  or  more  laws 
regulating  the  levels  of  residues  of  pesticides 
in  or  on  food,  and  repeated  attempts  to 
achieve  national  uniformity  in  the  enforcement 
of  these  laws  been  unsuccessful  Pesticides 
are  of  critical  importance  to  food  production  in 
this  country,  and  our  nationwide  food  produc- 
tion and  marketing  system  depends  upon  uni- 
formity in  their  regulations 

The  growth  of  State  and  local  laws:  In  the 
early  days  of  this  country,  food  was  consumed 
where  it  was  grown.  As  urban  cities  began  to 


develop  in  the  1800's,  local  food  markets 
were  established  to  fill  the  need  Town  ordi- 
nances were  adopted  to  regulate  the  food 
supply  in  those  days  As  our  cities  grew  larger, 
and  food  distribution  expanded,  county  laws 
were  established  to  regulate  the  food  supply 
as  well  By  the  mid-1800s.  States  were  also 
enacting  regulatory  laws  in  this  area  Because 
food  production  and  distnbutlon  was  still  pn- 
marily  a  local  or  regional  matter  throughout 
the  1800's.  however,  there  was  no  Federal 
law  establishing  a  natfonwide  food  safety 
policy  until  after  1900. 

The  enactment  of  Federal  laws:  Shortly 
after  1900,  Congress  enacted  two  aws  to  reg- 
ulate pesticides  m  food:  the  Food  and  Drugs 
Act  of  1906,  and  the  Insecticides  Act  of  1910. 
Because  of  the  narrow  interpretation  of  the 
Commerce  Clause  by  the  Supreme  Court  at 
that  time,  however,  both  statutes  were  very 
limiteo  in  their  lunsdiction.  Food  produced  and 
distnbuted  locally  was  not  covered.  Supreme 
Court  decisions  dunng  the  early  1900's  there- 
fore ruled  that  these  Federal  laws  did  not  pre- 
clude different  requirements  in  State  and  local 
laws. 

Both  of  these  early  Federal  laws  were  sub- 
sequently replaced  by  more  modern  laws  that 
regulate  virtually  every  aspect  of  the  safety  of 
pesticides  'n  food:  the  Federal  Food.  Drug, 
and  Cosmetic  Act  of  1938.  and  the  Federal  In- 
secticide. Fungicide,  and  Rodenticide  Act  of 
1947.  both  of  which  have  since  been  amend- 
ed numerous  times.  3y  the  time  these  laws 
were  enacted,  however,  it  was  too  late  for 
them  to  serve  as  a  made  for  State  and  local 
legislation  or  to  make  enactment  of  State  and 
local  legislation  unnecessary  in  this  areas. 
The  tradition  of  State  and  local  laws 'regulat- 
ing the  levels  of  pesticides  in  food  was  al- 
ready well-established  and  has  continued  to 
this  day. 

The  repeated  failure  of  non-legislative  at- 
tempts to  achieve  national  uniformity:  Follow- 
ing enactment  of  the  Food  and  Drugs  Act  of 
1906.  FDA's  predecessor  agency,  the  USDA 
Bureau  of  Chemistry,  mode  maior  efforts  to 
achieve  national  uniformity  in  this  area  The 
1914  Annual  Report  of  the  Bureau  of  Chemis- 
try reported  cooperative  efforts  with  State  offi- 
cials that  "should  very  largely  overcome  the 
lack  of  uniformity."  A  report  on  the  progress 
achieved  during  the  first  10  years  under  the 
1906  act.  contained  in  the  1917  annual  report, 
related  attempts  to  deal  with  "much  confusion 
and  apparent  conflict  between  the  local  and 
Federal  laws  and  the  local  and  Federal  admin- 
istration of  the  laws."  resulting  in  "extra  cost, 
which  naturally  was  passed  on  to  the  ultimate 
consumer."  The  1921  annual  report  similarly 
reflected  the  fact  that  "both  officials  and  man- 
ufacturers complained  greatly  of  the  lack  of 
uniform.ity  in  the  exercise  of  food  control  by 
the  Federal  and  State  Governments  ": 

Lack  of  uniformity  increases  the  cost  of 
cloinK  business,  and  the  increa-sed  cost  is 
usually  passed  on  to  the  consumer.  It  arLses 
not  merely  from  differences  in  the  various 
laws  but  also  from  differences  in  the  inter- 
pretation of  the  laws  by  the  officials  and 
the  application  by  them  of  different  stand- 
ards to  the  same  product  in  different  juris- 
dictions. 

FDA  has  repeatedly  sought  to  deal  with  this 
problem  in  the  years  since  then. 
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State  and  local  officials  have  also  been 
concerned  about  this  problem.  The  Associa- 
tion of  Food  and  Drug  Officials  [AFDO], 
whose  membership  includes  regulatory  offi- 
cials from  all  of  the  States,  was  formed  in 
1897  for  the  purpose  of  producing  national 
uniformity  in  food  and  drug  regulation  and  has 
continuously  urged  that  principle  ever  since.  In 
1941.  for  example,  the  association's  president 
criticized  "trade  barriers  that  forced  many  pro- 
ducers and  manufacturers  to  live  under  the 
virtual  dictatorship  of  localized  bureaucracy" 
and  urged  State  food  and  drug  officials  to  dis- 
courage the  enactment  of  laws  that  make  it 
impossible  for  legitimate  industry  of  one  State 
to  engage  in  trade  in  another  under  conditions 
which  are  fair  and  equitable"  That  year, 
AFDO  adopted  a  resolution  expressing  "dis- 
approval of  the  tendency  toward  the  enact- 
ment of  legislation  which  constitutes  definite 
barriers  to  commerce  between  the  States. " 
Numerous  similar  resolutions  have  been 
adopted  by  AFDO  since  then.  Nonetheless,  in 
1973  the  association  passed  yet  another  reso- 
lution acknowledging,  as  well  as  disapproving, 
"a  growing  trend  that  '  *  *  some  States  and 
local  agencies  are  passing  laws,  regulations, 
or  ordinances  which  are  inconsistent  with  the 
pnnciple  of  uniformity  to  which  AFDO  is  com- 
mitted." More  recently.  AFDO  has  established 
still  another  committee  to  study  the  matter 

Numerous  other  national  reports  have  re- 
flected on.  and  disapproved,  nonuniform  laws 
and  regulations  in  this  area.  In  1939.  a  USDA 
'eport  on  "Barriers  to  Internal  Trade  in  Farm 
Products "  found  varying  or  inconsistent  State 
requirements  created  increasingly  serious  bar- 
riers to  national  food  distribution.  A  study  con- 
oucted  by  the  Public  Administration  Service 
for  FDA  in  1963  on  State  and  local  food  and 
drug  programs  concluded  that: 

The  general  food  and  drug  laws  of  the 
States  fail  to  reveal  a  basic  uniformity 
among  themselves  or  an  adequate  corre- 
spondence with  federal  legislation.  *  •  *  Dif- 
ferences in  law  and  regulations  are  e.\ces- 
.sive.  and  man.v  serve  no  u.seful  purpose:  the 
total  body  of  state  and  local  food  and  drug 
laws  is  a  confusing  and  disjointed  mass. 

The  National  Commission  on  Food  Market- 
ing, established  by  Congress  in  1964  to  ap- 
praise the  marketing  structure  of  the  food  in- 
dustry, stated  that  "conflicts  among  the  profu- 
sion of  State  regulations  '  *  *  are  a  significant 
burden  on  interstate  trade  in  food  products" 
and  concluded  that: 

We  therefore  believe  that  a  concerted 
effort  should  be  made  to  effect  uniformity 
among  State  regulations  that  obstruct  trade 
in  foods  across  State  lines.  " 

The  Report  of  the  White  House  Conference 
of  Food.  Nutntion  and  Health  in  1969  similarly 
found  that  'under  present  Federal.  State  and 
local  law,  different  and  often  inconsistent  reg- 
ulatory requirements  prevail  throughout  the 
Nation"  and  that  these  requirements: 
result  in  artificial  trade  barriers  that 
impede  the  orderly  marketing  of  foods, 
hinder  sound  nutrition,  raise  the  cost  of  new 
foods  to  consumers,  and  directly  interfere 
with  the  public  interest.  *  *  *  This  situation 
cannot  be  justified  on  public  health 
grounds,  and  reflects  the  lack  of  any  at- 
tempt to  establish  and  maintain  a  national 
policy  on  foods  that  reflects  the  interest  of 
consumers. 


The  Report  of  the  White  House  Conference 
therefore  recommended  "Uniform  application 
of  all  regulatory  requirements  throughout  the 
Nation,  enforceable  by  Federal.  State,  and 
local  officials. ' 

Congress  has  also  recognized  the  unpro- 
ductive burden  that  inconsistent  State  require- 
ments impose  upon  farmers,  food  processors, 
and  consumers.  The  1906  House  report  on 
the  legislation  that  ultimately  became  the 
Food  and  Drugs  Act  of  1 906  stated  that: 
the  law.s  and  regulations  of  !he  diflerent 
States  are  diverse,  confusing,  and  often  con- 
tradictory. "What  one  State  now  requires  the 
adjoining  Slate  may  forbid.  Our  food  prod- 
ucts are  not  raised  principally  in  the  States 
of  their  consumption. 

State  boundary  lines  are  unknown  in  our 
commerce,  except  by  reason  of  local  regula- 
tions and  laws,  such  as  State  pure-food  laws. 
Il  is  desirable,  as  far  as  po.ssible.  that  the 
commerce  between  the  Stales  be  unhin- 
dered. 

When  Congress  considered  enactment  of  a 
new  national  food  and  drug  law  m  the  1930'S. 
the  1935  Senate  report  on  that  legislation, 
which  ultimately  became  the  Federal  Food. 
Drug,  and  Cosmetic  Act  of  1938,  acknowl- 
edged the  "problem  of  uniformity"  and  stated 
that  the  "States  have  unanimously  urged  the 
Federal  Government  to  take  leadership  in 
modernizing  existing  law"  Neither  the  1906 
act  nor  the  1938  act  expressly  required  na- 
tional uniformity,  however,  and  such  uniformity 
has  therefore  not  been  achieved. 

None  of  these  nonlegislative  attempts  have 
brought  the  country  closer  to  national  uniform- 
ity in  the  regulation  of  the  safety  of  pesticide 
in  or  on  foods.  It  is  apparent  that  nonlegisla- 
tive approaches  have  repeatedly  failed  and 
will  continue  to  fail  in  the  future. 

The  importance  of  pesticides  to  food  pro- 
duction: Pesticides  make  a  ma|or  contribution 
to  a  plentiful  and  wholesome  food  supply  by 
protecting  it  from  insect  destruction  and 
insect-carried  disease.  USDA  has  estimated 
that  losses  due  to  pests,  insects,  and  disease 
run  as  high  as  40  percent  in  some  countries. 
The  Nationat  Academy  of  Sciences  has  stated 
that,  in  the  United  States,  insect  control  annu- 
ally prevents  about  S6.5  billion  in  agriculture 
losses.  Pesticides  thus  increase  farm  income, 
reduce  Inflation  in  food  costs,  and  permit 
Amencan  families  to  spend  less  of  their 
income  on  food. 

The  critical  need  for  uniformity  in  a  nation- 
wide food  production  and  marketing  system: 
Although  food  production  and  marketing 
began  as  an  entirely  local  matter  in  the  early 
1  SCO's,  the  United  States  has  now  become 
one  large  nationwide  food  market.  Pesticides 
are  used  in  food  production  throughout  fie 
country,  and  that  food  is  m  turn  distnbuted  in 
every  State  throughout  the  Nation  Local  and 
even  regional  markets  have  disappeared. 

Nonuniform  laws,  regulations,  and  other  re- 
quirements have  a  direct  and  immediate 
impact  upon  food  production.  Conflicting  pro- 
hibitions or  requirements  for  residues  of  pesti- 
cides in  food,  or  different  labeling  require- 
ments, discourage  food  processors  from  using 
the  food,  confuse  and  scare  food  retailers  and 
consumers,  add  substantial  cost  to  the  distn- 
bution  and  marketing  of  food,  and  thus  disrupt 
farm  markets  and  reduce  farm  income.  Uni- 
form national  regulation  of  the  levels  of  resi- 


dues of  pesticides  in  or  on  food  is  essential  to 
a  sound  national  agncultural  program 

Inconsistent  determinations,  or  additional 
regulatory  requirements,  result  in  an  enormous 
economic  burden  upon  consumers,  for  no 
public  health  benefits  Taxpayers  should  sup- 
port a  single  uniform  pesticide  residue  level 
determination,  not  duplicative  determinations 
in  every  State  throughout  the  country.  Con- 
flicting or  additional  regulatory  requirements  m 
different  jurisdictions  require  the  food  industry 
to  pay  more  for  compliance,  disrupt  normal 
marketing  practices,  and  thus  increase  food 
prices  to  consumers. 

Citizens  who  live  in  one  part  of  the  country 
are  no  less  entitled  to  protection  than  those 
who  live  in  another.  Our  citizens  also  travel 
widely  throughout  the  country,  and  are  entitled 
to  the  same  protection  in  every  State  they 
visit.  Determinations  at>out  the  levels  of  resi- 
dues of  pesticides  m  or  on  food  must  there- 
fore be  consistent  in  every  lunsdiction  in  this 
country. 

State  and  local  enforcement  of  uniform  re- 
quirements for  the  levels  of  residues  of  pesti- 
cides in  or  on  food  will  enhance  a  safe  food 
supply  throughout  the  country  and  thus  in- 
crease consumer  protection.  Deploying  State 
and  local  resources  away  from  duplicative  and 
conflicting  pesticide  residue  level  determina- 
tions, and  into  enforcement  of  uniform  nation- 
al regulatory  policies,  represents  the  wisest 
expenditure  of  public  funds 

In  an  article  published  in  1983,  the  Counsel 
to  the  Vice  President  stated  that  President 
Reagan"s  New  Federalism  initiative,  which  is 
designed  to  encourage  greater  responsibility 
at  the  State  and  local  level,  includes: 

Recognition  that  state  and  local  adminis- 
tration of  regulatory  programs  may  conflict 
in  some  instances  with  other  goals  of  regula- 
tory relief  or  with  other  important  federal 
interests.  For  example,  individual  states 
may  operate  specific  programs  more  effec- 
tively than  the  federal  government,  but  the 
combined  effect  of  disparate  state  regula- 
tory standards  may  intolerably  burden 
interstate  commerce.  thAis  requiring  uni- 
form federal  regulation. 

Recognizing  "the  need  for  a  strong  central 
government  to  promote  commerce  and  other 
Federal  interests,"  he  distinguished  between 
those  matters  that  are  primarily  local  m  nature 
and  those  that  involve  such  "burdens  on  inter- 
state commerce"  that  national  uniformity  is  re- 
quired. 

In  December  1984.  the  Administrative  Con- 
ference of  the  United  States  issued  a  report 
and  recommendation  that  echoed  these  prin- 
ciples. While  recognizing  that  "State  govern- 
ments are  normally  in  a  better  position  than 
the  Federal  Government  to  determine  the 
types  of  regulations  that  will  serve  the  interest 
of  the  States"  citizens."  the  report  also  found 
that  "States  sometimes  have  an  incentive, 
however,  to  impose  regulations  that  advance 
State  interests  at  the  expense  of  other  States' 
interests  or  of  national  interests."  The  report 
concluded  that,  because  of  the  limited 
'checks  on  State  regulation  that  harms  the 
national  interest": 

states  possess,  in  practice,  the  power  to 
make  regulatory  choices  that  produce  net 
benefits  within  the  state  but  that  produce 
substantial   net   detriments   on   a   national 
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level.  Without  an  additional  federal  con- 
straint on  state  regulatory  power,  states  can 
be  expected  to  regulate  in  this  manner  fre- 
quently. 

The  Administrative  Conference  therefore 
recommended  that  Congress  and  the  Federal 
agencies  directly  address  the  problem  of  na- 
tional uniformity  in  regulatory  policies  in  order 
to  protect  nationwide  interests 

THE  FOOD  PBODUCTION  AND  MARKETING  UNIFORMITY 
AMENDMENTS  OF   1986 

These   amendments   reflect   the   intent   of 


ment  of  national  uniformity  under  these 
amendments  and  therefore  is  subject  to  the 
general  legal  principles  established  by  the  ju- 
diciary relating  to  burden  on  interstate  com- 
merce and  the  supremacy  of  Federal  law. 

The  first  category  of  pesticide  residue  deci- 
sions for  which  national  uniformity  applies  in- 
cludes any  pesticide  residue  resulting  from  a 
registered  use,  where  that  use  was  registered 
under  section  3(c)(5)  of  FIFRA  on  the  basis  of 
data  meeting  current  EPA  requirements.  Uses 
registered  under  other  provisions  of  FIFRA— 


Congress  Jo  assure  a  safe  and  reasonably     for    example,    conditional    registration    under 
'    '  "  section  3(c)(7))  are  thus  not  included: 

The  amendments  define  the  requirements 
of  current  data  by  reference  to  the  regulations, 
prepared  by  EPA  to  establish  data  require- 
ments for  pesticide  registration  which  were 
proposed  in  47  Fed.  Reg.  53191  (November 
24,  1982),  promulgated  in  49  Fed.  Reg.  42856 
(October  24.  1984),  and  made  effective  in  50 
Fed.  Reg.  16234  (Apnl  25,  1985),  and  are  now 
codified  in  C.F.R.  part  158.  Although  promul- 
gated by  EPA  In  final  form  on  October  24, 

1984,  these  regulations  became  effective, 
after  congressional  review,  on  April  25,  1985. 
Accordingly,  any  registration  of  a  pesticide  use 
approved  by  EPA  under  section  3(c)(5)  on  or 
after  Apnl  25,  1985,  is  automatically  deemed 
to  have  been  approved  on  the  basis  of  current 
data  requirements. 

It  IS  apparent  that  many  registrations  of  pes- 
ticide uses  approved  by  EPA  prior  to  April  25, 

1985,  were  also  approved  on  the  basis  of 
data  that  satisfy  current  EPA  requirements. 
Probably  all  of  the  registrations  approved  by 
EPA  after  the  regulations  were  promulgated 
on  October  24,  1984,  virtually  all  of  the  regis- 
trations approved  by  EPA  after  the  regulations 
were  proposed  on  November  24,  1982,  and 
many  of  the  registrations  approved  while  the 
regulations  were  under  consideration  prior  to 
November  24,  1982,  were  approved  on  the 
basis  of  data  that  met  the  requirements  con- 
tained in  the  regulations  as  now  found  in  40 
C.F.R.  part  158.  Accordingly,  the  amendments 
provide  that  all  registered  use  that  have  In 
fact  been  determined  to  meet  the  require- 
ments of  those  regulations,  In  the  form  In 
which  they  were  promulgated  on  October  24, 
1984,  and  became  effective  on  April  25,  1985, 
are  also  subject  to  the  national  uniformity  pro- 
visions. 

In  accordance  with  congressional  mandate, 
EPA  has  begun  a  detailed  process  of  reregls- 
tratlon  of  fold  pesticides,  to  assure  that  thev 
meet  modern  standards.  Until  the  uses  or 
these  old  pesticides  are  reregistered,  they  are 
not  subject  to  the  national  uniformity  provi- 
sions In  these  amendments.  Once  any  use  of 
an  old  pesticide  has  been  reregistered  on  the 
basis  of  data  satisfying  the  requirements  of  40 
CFR  part  158  as  they  were  promulgated  on 
October  24,  1984,  and  became  effective  on 
Apnl  25,  1986,  however.  It  would  be  fully  sub- 
ject to  the  provisions  on  national  uniformity. 

Once  a  pesticide  use  has  been  approved 
on  the  basis  of  current  data  requirements,  a 
permissible  residue  level  in  or  on  food  may  be 
established  under  a  Federal  law  or  a  regula- 
tion or  enforcement  requirement — including 
any  prohibition— thereunder  in  a  vanety  of 
ways— for  example,  by  the  passthrough  provi- 
sion In  the  proviso  in  section  402(a)(2)  of  the 
Federal  Food,  Drug,  and  Cosmetic  Act,  or  by 


pnced  food  supply  for  consumers.  They  pro- 
tect the  interests  of  food  producers,  food  dis- 
tributors, and  food  consumers  alike 

The  purpose  of  the  amendments:  The 
amendments  are  designed  to  assure  national 
uniformity  In  both  the  determinations  of  per- 
missible levels  of  pesticide  residues  in  or  on 
food  and  the  resulting  regulatory  requirements 
and  prohibitions  involved  in  the  regulation  of 
the  levels  of  pesticide  residues  In  or  on  food 
Federal  laws,  regulations,  and  enforcement  re- 
quirements will  be  controlling  throughout  the 
country.  State  and  local  officials  will  enforce 
these  Federal  determinations,  thus  assuring 
fT>ore  widespread,  complete,  and  thorough  ap- 
plication of  these  uniform  determinations.  To 
make  certain  that  any  local  needs  are  not 
overlooked  however,  the  amendments  also 
provide  for  exemptions  from  the  general  rule 
of  national  uniformity  where  they  are  justified. 

The  coverage  of  the  amendments;  The 
amendments  provide  (or  national  uniformity  in 
the  regulation  of  the  levels  of  pesticide  resi- 
dues in  or  on  food  under  two  Federal  statu- 
tues:  The  Federal  Food.  Drug,  and  Cosmetic 
Act  and  the  Federal  Insecticide,  Fungicide, 
and  Rodenticide  Act.  Under  these  statutes, 
EPA  registers  pesticides,  establishes  toler- 
ances for  residues  in  or  on  raw  agncultural 
commodities  of  a  pesticide  registered  for  use 
with  those  commodities,  and  promulgated 
food  additive  regulations  for  residues  in  proc- 
essed food  made  from  the  raw  agricultural 
commodities  for  which  a  pesticide  has  been 
registered.  FDA  establishes  concern  levels, 
action  levels,  tolerances,  enforcement  levels, 
and  other  forms  of  regulatory  requirements- 
including  prohibitions— for  pesticide  residues 
for  which  EPA  has  not  taken  appropnate 
action  under  its  authonty,  establishes  all  re- 
quirements for  food  labeling  related  to  the 
safety  of  pesticides,  and  enforces  both  EPA 
and  FDA  pesticide  requirements  as  they  relate 
to  food  products.  Taken  together,  these  Fed- 
eral statutes  authorize  EPA  and  FDA  to  regu- 
late every  aspect  of  the  safety  of  pesticides  in 
or  on  food 

These  amendments  refer  throughout  to  reg- 
ulation of  the  levels  of  "residues  of  pesticides 
in  or  on  food."  This  is  intended  to  be  given  a 
very  broad  interpretation,  and  to  include  any 
inert  Ingredient,  metabolite,  breakdown  prod- 
uct, or  similar  substance  In  or  on  food  that  re- 
sults from  the  use  of  a  pesticide. 

The  two  categories  of  decisions  involved: 
The  amendments  are  carefully  limited  to  grant 
national  uniformity  with  respect  to  only  two 
categories  of  Federal  and  State  decisions  re- 
garding p>ermissible  pesticide  residues  In  or  on 
food.  Any  other  decision  relating  to  pesticide 
residues,  that  does  not  fall  within  one  of  these 
two  categories,  is  not  subject  to  the  requlre- 


a  food  additive  regulation  In  section  409  of  the 
act.  or  by  an  action  level  or  other  regulatory 
decision  issued  by  FDA.  All  of  these  actions 
would  be  equally  subject  to  national  uniformi- 
ty 

Because  science  Is  constantly  evolving, 
new  Information  may  be  required  at  some  time 
In  the  future  for  any  pesticide  use  registered 
or  reregistered  on  the  basis  of  data  meeting 
or  equivalent  to  the  requirements  of  40  CFR 
part  158  as  they  were  promulgated  on  Octo- 
ber 24,  1984,  and  became  effective  on  Apnl 
25.  1985.  The  requirements  In  those  regula- 
tions may  change,  or  new  data  may  be  re- 
quired for  a  particular  pesticide.  This  would 
not  mean  that  the  pestictde  use  was  no  longer 
subject  to  national  uniformity.  National  uni- 
formity would  continue  to  apply  under  these 
statutory  provisions,  and  States  would  be  au- 
thonzed  to  request  that  EPA  or  FDA  establish 
new  Federal  requirements  or  prohibitions  or 
grant  exemptions  for  the  States,  and  could 
take  their  own  Immediate  action  if  an  immi- 
nent hazard  existed,  as  provided  elsewhere  in 
the  amendments.  Thus,  the  amendments  pro- 
vide balance  by  preserving  the  phnclple  of  na- 
tional uniformity,  where  decisions  were  based 
on  the  specified  EPA  data  requirements,  but 
allowing  the  States  to  press  for  new  decisions 
where  new  Information  warrants  a  change. 

The  second  category  of  pesticide  residue 
decisions  for  which  national  uniformtly  applies 
relates  to  those  uses  that  have  not  been  reg- 
istered and  are  not  intended  to  be  registered, 
or  that  were  registered  on  the  basis  of  current 
requirements  and  later  were  canceled  or  sus- 
pended. For  example,  accidental  contamina- 
tion of  food  with  a  pesticide,  resulting  from  an 
Inherently  unregistered  use,  requires  EPA  and 
FDA  to  determine  whether  the  residue  pre- 
cludes use  of  the  food.  This  can  arise  with 
both  domestic  and  foreign  food.  Similarly, 
when  a  pesticide  use  that  was  registered  on 
the  basis  of  data  satisfying  the  current  re- 
quirements of  40  CFR  part  158  is  no  longer 
permitted,  and  Its  registration  is  thus  canceled 
or  suspended,  residues  may  nonetheless 
remain  in  the  food  chain  for  some  time  and 
EPA  and  FDA  must  therefore  establish  per 
missible  levels  outside  the  registration  proc- 
ess. It  would  not  Include  such  pesticides  as 
EDB,  which  was  not  registered  on  the  basis  of 
current  data  requirements. 

In  all  of  these  situations  involving  unregis- 
tered uses,  only  those  determinations  that  are 
made  or  reaffirmed  after  the  date  of  enact- 
ment of  these  Amendments  will  be  subject  to 
national  uniformity.  EPA  and  EDA  must  make 
an  affirmative  new  determination  with  respect 
to  any  permissible  food  residue  level  resulting 
from  an  unregistered  use  of  a  pesticide  before 
national  uniformity  would  apply  under  the 
amendments.  This  provision  is  therefore  en- 
tirely prospective  In  Its  application. 

The  types  of  regulatory  decisions  included: 
The  amendments  apply  to  a  variety  of  regula- 
tory decisions  made  by  EPA  and  FDA  within 
the  scope  of  the  two  Federal  statutes  in- 
volved These  Include  decisions  made  under 
the  two  statutes  In  the  form  of  formal  regula- 
tions and  informal  enforcement  requirements. 
EPA  and  FDA  decisions  relating  to  the  levels 
of  residues  of  pesticides  in  or  on  food  may. 
for  example,  be  announced  through  promul- 
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gated  regulations  or  through  other  enforce- 
ment  requirements— including  prohibitions- 
such  as  FDA  action  levels  and  enforcement 
levels,  which  are  adopted  by  the  agencies  as 
official  regulatory  positions.  The  U.S.  Supreme 
Court  recently  confirmed  FDA's  power  to  reg- 
ulate food  contaminants  through  Informal  en- 
forcement requirements  in  lieu  of  formal  toler- 
ances in  Young  versus  Community  Nutrition 
Institute,  June  17,  1986. 

It  is  important  that  EPA  and  FDA  make 
available  to  the  States  their  formal  and  infor- 
mal enforcement  requirements,  on  a  timely 
basis.  This  can  be  accomplished  through  rou- 
tine administrative  action,  as  part  of  the  Fed- 
eral-State cooperative  provisons  in  these 
amendments. 

Federal  decisions  covered  by  the  amend- 
ments may  come  in  the  form  of  specific  regu- 
latory requirements  or  prohibitions,  or  in  the 
form  of  explicit  conclusions  that  no  enforce- 
ment or  other  regulatory  action  is  justified.  For 
example,  EPA  and  FDA  may  impose  limits  on 
residues,  a  requirement  for  information  to 
appear  on  product  labels,  or  posters  in  stores 
or  restaurants,  or  may  specifically  decide  any 
or  all  of  these  are  not  warranted.  EPA  may 
exempt  a  pesticide  from  the  requirement  of  a 
specific  tolerance  in  food,  thus  permitting  any 
level  lawfully  to  occur  in  that  food.  FDA  may 
conclude  that  de  minimis  residues  are  safe 
and  should  not  be  the  subject  of  enforcement 
action.  All  of  these  types  of  explicit  Federal 
regulatory  decisions  establish  a  permissible 
level  for  a  pesticide  In  or  on  food  and  thus  are 
included  within  the  amendments. 

These  amendments  do  not,  however,  cover 
regulatory  decisions  relating  to  the  safety  or 
pesticides  other  than  in  or  on  food.  Thus,  the 
amendments  do  not  relate  to  the  registration 
or  application  of  pesticides.  They  do  not  In 
any  way  cover  the  safety  of  workers  who 
manufacture  pesticides  or  the  safety  of  work- 
ers who  are  applying  pesticides  to  foods  or 
who  are  in  the  vicinity  when  pesticides  are  ap- 
plied to  food. 

Nor  do  these  amendments  cover  regulatory 
inaction  that  is  not  based  upon  an  explicit  de- 
cision made  by  EPA  or  FDA.  Only  a  specific 
Federal  determination  relating  to  a  permissible 
level  for  a  residue  of  a  pesticide  in  or  on  a 
food  is  covered  by  these  amendments.  An 
FDA  decision  not  to  bring  enforcement  action 
against  illegal  pesticide  levels  because  of  a 
lack  ot  resource  or  other  priorities  would  not 
preclude  State  enforcement  action.  The  failure 
of  the  Federal  agencies  to  make  a  determina- 
tion about  the  safety  of  a  pesticide  residue 
would  also  leave  the  States  free  to  take  their 
own  action,  until  EPA  or  FDA  make  a  specific 
regulatory  decision  on  the  matter.  Thus,  the 
amendments  make  certain  that  only  docu- 
mented explicit  Federal  determinations  trigger 
the  requirement  of  national  uniformity. 

Once  an  explicit  Federal  determination  is 
made  relating  to  a  permissible  level  of  a  resi- 
due of  a  pesticide  in  or  on  food,  a  State  or 
local  government  cannot  establish  a  different 
requirement  or  prohibition,  either  directly  or  In- 
directly. Thus,  a  State  could  not  ban  food 
meeting  the  Federal  level,  or  take  any  other 
form  of  enforcement  action  based  on  that 
level,  such  as  imposing  civil  fines  or  criminal 
penalties.  Nor  could  the  State  use  other  indi- 
rect means  to  impose  its  own  regulatory  bur- 


dens relating  to  a  pesticide  residue  level  per- 
mitted under  Federal  law,  such  as  a  labeling 
requirement  or  posters  in  stores  and  restau- 
rants, where  EPA  campaign  directed  at  under- 
mining the  Federal  determination.  Once  per- 
missible Federal  levels  are  explicitly  set,  they 
establish  a  uniform  national  system  of  regula- 
tion unless  and  until  a  State  obtains  an  ex- 
emption pursuant  to  subsection  (e)  or  (h)  of 
these  amendments  authorizing  it  to  impose  its 
own  local  requirements  or  prohibitions. 

Federal-State  cooperation:  The  amend- 
ments explicitly  provide  that  State  and  local 
officials  may  exercise  concurrent  jurisdiction 
with  EPA  and  FDA  to  enforce  requirements  or 
prohibitions  indentlcal  with  those  established 
under  Federal  law.  Such  State  and  local  en- 
forcement will  greatly  strengthen  consumer 
protection.  To  facilitate  uniform  national  regu- 
lation, the  amendments  require  EPA  and  FDA 
to  cooperate  with  State  and  local  officials  by 
providing  relevant  information  and  training  pro- 
grams, and  by  entering  into  contracts  for  en- 
forcement activities  as  authorized  by  appro- 
priations statutes.  These  requirements  reflect 
a  longstanding  joint  commitment  of  Federal 
and  State  officials  to  uniform  national  enforce- 
ment of  regulatory -requirements  and  prohibi- 
tions relating  to  the  levels  of  residues  of  pesti- 
cides in  or  on  food. 

Adoption  of  State  requirements  as  Federal 
requirement:  The  amendments  reflect  the  fact 
that  State,  with  long  experience  In  the  regula- 
tion of  food,  may  well  have  useful  suggestions 
for  Improving  EPA  and  FDA  Implementation  of 
the  Federal  statutes  regulating  the  levels  of 
pesticide  residues  in  or  on  food.  Any  State 
may  petition  EPA  or  FDA  to  adopt  by  regula- 
tion, as  a  Federal  requirement  or  prohibition, 
an  existing  or  proposed  State  requirement  or 
prohibition.  The  responsible  Federal  official 
must  submit  a  State  petition  and  any  support- 
ing data  to  the  Scientific  Advisory  Panel  es- 
tablished under  section  25(d)  of  FIFRA,  and 
must  receive  comments  from  the  Panel  phor 
to  taking  final  action  on  the  petition.  Within 
180  days  after  receipt  of  any  such  petition, 
EPA  or  FDA  must  respond,  specifying  the 
substantive  action  that  is  being  taken  on  It, 
either  granting  or  denying  the  petition  In  whole 
or  in  part.  If  that  substantive  action  is  a  denial 
of  the  petition,  that  ends  the  matter  except  for 
any  court  appeal.  If  that  substantive  action 
grants  the  petition,  in  whole  or  in  part,  EPA  or 
FDA  must  also  initiate,  within  that  statutory 
180-day  period,  whatever  administrative  pro- 
ceedings are  required  to  implement  it.  This 
would  ordinarily  be  a  notice  of  proposed  rule- 
making. 

Thus,  the  amendments  require  a  substan- 
tive decision  by  EPA  or  FDA,  and  any  imple- 
menting action,  within  180  days.  The  Federal 
agencies  are  granted  no  discretion  in  comply- 
ing with  this  time  limit.  It  is  intended  that  any 
failure  tc  comply  with  the  180-day  requirement 
would  be  handled  by  a  mandamus  order  from 
a  Federal  court,  requiring  immediate  compli- 
ance. 

If  the  Federal  agencies  nonetheless  do  not 
provide  a  substantive  decision  and  any  imple- 
menting action  within  the  required  180  days, 
the  State  is  authonzed  to  establish  in  Its  own 
jurisdiction  the  requirement  or  prohibition  that 
is  the  subject  of  its  petition,  on  an  interim 
basis.  This  interim  requirement  or  prohibition 


can  be  contested  by  any  person  through  a  de- 
claratory judgment  action  in  the  courts.  If  such 
a  challenge  is  brought,  the  State  bears  the 
burden  of  proving  that  the  intenm  requirement 
or  prohibition  meets  the  statutory  standards. 
The  intenm  requirement  or  prohibition  will 
remain  in  effect  until  the  Federal  agency  rules 
on  the  underlying  petition  and  initiates  any  ap- 
propriate administrative  action,  or  a  court  de- 
termines that  the  interim  requirement  or  prohi- 
bition does  not  meet  the  statutory  standards, 
whichever  occurs  earlier. 

These  provisions  will  assure  State  officials 
that  their  voices  will  be  heard,  and  will  require 
EPA  and  FDA  to  review  and  take  prompt 
action  upon  any  State  suggestion.  In  this  way, 
the  experience  of  State  officials  will  be  directly 
reflected  in  Federal  decisions. 

Exemptions  for  States:  Although,  as  a  gen- 
eral rule,  requirements  and  prohibitions  Involv- 
ing the  levels  of  residues  of  pesticides  in  or 
on  food  should  be  uniform  throughout  the 
country,  there  may  be  come  situations  where 
exceptions  are  justified  on  a  local  basis.  The 
amendments  therefore  specifically  allow 
States  to  petition  EPA  and  FDA  for  an  exemp- 
tion from  the  general  rule  of  national  uniformi- 
ty. The  responsible  Federal  official  must 
submit  a  State  petition  to  the  Scientific  Advi- 
sory Panel  established  under  section  25(d)  of 
FIFRA,  and  must  receive  comments  from  the 
Panel  prior  to  taking  any  action  on  the  peti- 
tion. The  Federal  agency  Involved  may  pro- 
mulgate a  regulation  granting  such  an  exemp- 
tion, after  notice  and  opportunity  for  an  oral 
hearing,  under  whatever  conditions  are  appro- 
priate to  protect  Federal  interests. 

To  justify  such  an  exemption,  the  State 
must  demonstrate  either  that  there  are  com- 
pelling local  conditions  or  that  the  subject 
matter  Involved  is  primarily  local  in  nature  and 
the  Federal  agencies  are  not  exercising  juris- 
diction over  it.  If  the  matter  involves  national 
rather  than  local  conditions,  the  pnor  remedy 
is  for  the  State  to  request  Federal  action 
rather  than  a  location  exemption.  In  both 
cases,  the  exemption  must  be  further  justified 
by  a  showing  that  the  State  requirement  or 
prohibition  protects  an  Important  public  Inter- 
est, would  not  cause  any  food  to  be  in  viola- 
tion of  Federal  law,  and  would  not  unduly 
burden  Interstate  commerce.  Under  these  cir- 
cumstances, a  State  would  be  permitted, 
through  the  exemption,  to  impose  its  own 
nonuniform  requirement  or  prohibition  that  is 
in  addition  to  or  different  from  the  Federal  re- 
quirements and  prohibitions,  but  no  other  )uris- 
diction  could  do  so  without  obtaining  its  own 
exemption. 

The  State  and  Local  advisory  committee: 
Because  a  truly  effective  uniform  national  im- 
plementation of  all  laws  regulating  the  levels 
of  residues  of  pesticides  in  or  on  food  de- 
pends upon  strong  State  and  local  coopera- 
tion, the  amendments  provide  for  the  estab- 
lishment by  EPA  and  FDA  of  an  advisory  com- 
mittee comprised  of  eleven  State  and  local  of- 
ficials engaged  In  this  area  of  regulation.  This 
advisory  committee  is  charged  with  assunng 
that  State  and  local  interests  are  fully  protect- 
ed and  considered  in  EPA  and  FDA  decisions 
relating  to  the  levels  of  residue  of  pesticides 
in  or  on  food.  It  is  responsible  for  coordinating 
the  views  of  all  State  and  local  officials  work- 
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ing  in  this  area,  for  presentation  to  EPA  and 
FDA.  and  m  turn  disseminating  important  infor- 
mation from  EPA  and  FDA  to  State  and  local 
governments.  In  tfiis  way.  communication  and 
coordination  will  be  substantially  improved  and 
more  effective  enforcement  of  the  law  will  be 
fostered  throughout  the  country 

The  highest  Federal  official  must  decide  the 
matter:  State  officials  uniformly  fear  that  Fed- 
eral agencies  will  pay  little  or  no  attention  to 
their  petitions  To  add  further  assurance  that 
this  will  not  happen,  the  amendments  provide 
that  any  petition  by  a  State  requesting  that  the 
Federal  agency  adopt  a  State  requirement  or 
prohibition  or  that  the  State  be  granted  an  ex- 
emption, must  be  decided  by  the  highest  Fed- 
eral official  responsible  for  the  implementation 
of  the  Federal  law  involved— for  example,  the 
Commissioner  of  FDA  or  the  Administrator  of 
EPA.  This  authority  cannot  be  delegated. 
Before  that  highest  Federal  official  decides 
the  matter,  moreover,  the  advice  of  the  advi- 
sory committee  comprised  of  State  and  Local 
officials  must  also  be  obtained,  except  where 
an  imminent  hazard  is  involved.  These  provi- 
sions thus  assure  that  State  petitions  will  re- 
ceive adequate  review  and  attention  at  the 
highest  level  of  the  Federal  Government. 

Exemptions  to  prevent  an  imminent  hazard: 
The  amendments  also  recognize  the  need  for 
a  State  to  establish,  within  its  own  jurisdiction, 
a  requirement  or  prohibition  that  is  necessary 
to  prevent  an  imminent  hazard  After  the  State 
has  provided  an  opportunity  both  for  written 
comment  and  tor  a  public  heanng.  the  State  is 
authorized  to  adopt  its  own  permissible  level 
for  a  pesticide  residue  in  or  on  food  that  is  dif- 
ferent from  the  Federal  level  if  it  has  been 
demonstrated  that  there  is  an  imminent 
hazard  to  public  health  and  that  the  additional 
protection  provided  by  the  State  is  necessary 
to  prevent  that  immiment  hazard.  An  imminent 
hazard  is  defined  as  a  hazard  that  presents  a 
substantial  risk  of  senous  harm  to  human 
health  Within  10  days  after  announcing  that  a 
requirement  or  prohibition  is  being  promulgat- 
ed under  this  provision,  the  State  must  submit 
a  petition  to  the  responsible  Federal  agency 
for  a  Federal  requirement  under  subsection 
(d)  or  for  an  exemption  under  subsection  (e) 
If  no  such  petition  is  submitted,  the  State 
action  is  automatically  void. 

Like  the  intenm  level  that  can  be  estab- 
lished when  a  Federal  agency  fails  to  respond 
to  a  oetiton  within  the  180-day  statutory 
period,  the  imminent  hazard  level  can  remain 
in  effect  only  until  such  time  as  the  Federal 
agency  takes  appropnate  action  on  the  peti- 
tion submitted  by  the  State  or  a  court  rules 
that  the  State  level  does  not  meet  the  statuto- 
ry standards.  Any  person  may  challenge  the 
State  level  through  a  declaratory  judgment 
action  in  the  courts,  and  the  State  bears  the 
burden  of  demonstrating  compliance  with  the 
statutory  standards 

This  provision  recognizes  the  need  of  State 
officials  to  have  adequate  authonty  to  protect 
the  public  health  within  their  jurisdictions,  with- 
out imposing  an  undue  burden  on  interstate 
commerce.  Where  an  imminent  hazard  has  in 
fact  been  shown  to  exist,  based  upon  an  ade- 
quate public  record.  State  officials  remain  free 
to  take  action  to  prevent  that  hazard  Where 
no  such  hazard  exists,  however,  the  general 


rule  of  national  uniformity  would  continue  to 
prevail. 

Organizations  in  Support  of  the  Sten- 
holmRoberts  National  Uniformity 
Amendment 

American  Farm  Bureau  Federation. 

American  Bakers  Association. 

American  Butter  Institute/National 
Cheese  Institute. 

American  Dairy  Products  Institute. 

American  Frozen  Food  Institute. 

American  Meat  Institute. 

American  Seed  Trade  Association. 

Association  of  Food  and  Drug  Officials. 

American  Soybean  Association. 

Biscuit  and  Cracker  Manufacturers  Asso- 
ciation. 

California  Almond  Growers. 

California  Chamber  of  Commerce. 

California  Grain  &  Feed  Association. 

California  League  of  Pood  Processors. 

Sun-Diamond  Growers  of  California. 

Sunkist  Growers,  Inc. 

Chamber  of  Commerce  of  the  United 
States. 

Corn  Refiners  Association. 

Evaporated  Milk  Association. 

Florida  Citrus  Mutual. 

Illinois  Pork  Producers  Association. 

Institute  for  Shortening  and  Edible  Oils. 

International  Apple  Institute. 

International  Association  of  Ice  Cream 
Manufacturers. 

Kansas  Association  of  Wheat  Growers. 

Kansa.s  Co-op  Council. 

Kansas  Farm  Bureau. 

Kansas  Fertilizer  and  Chemical  Associa- 
tion. 

Kansas  Grain  and  Feed  Dealers  Associa- 
tion. 

Milk  Industry  Foundation. 

Millers'  National  Federation. 

National  American  Wholesale  Grocers  As- 
sociation. 

National  Association  of  Meat  Purveyors. 

National  Association  of  Wheat  Growers. 

National  Broiler  Council. 

National  Cattlemen's  Association. 

National  Corn  Growers  A.ssociation. 

National  Council  of  Farmer  Cooperatives. 

National  Dry  Bean  Council. 

National  Food  Brokers  Association. 

National  Food  Processors  Association. 

National  Grain  Trade  Council. 

National  Milk  Producers  Federation. 

National  Pasta  Association. 

National  Peanut  Council. 

National  Pork  Producers  Council. 

National  Soft  Drink  Association. 

New  York /New  England  Apple  Institute. 

North  Carolina  Department  of  Agricul- 
ture. 

North  Carolina  Peanut  Growers  Associa- 
tion. 

Northwest  Pood  Processors  Association. 

Peanut  Butter  &  Nut  Processors  Associa- 
tion. 

The  Potato  Chip/Snack  Food  Association. 

Southwest  Peanut  Growers'  Association. 

Texas  Agricultural  Chemicals  Association. 

Texas  Corn  Producers  Board. 

Texas  Farm  Bureau. 

United  Fresh  Fruit  &  Vegetable  Associa- 
tion. 

n  1105 

amendment  offered  by  MR.  PANETTA  TO  THE 
AMENDMENT  OFFERED  BY  MR.  ROBERTS 

Mr.  PANETTA.  Mr.  Chairman.  I 
offer  an  amendment  to  the  amend- 
ment. 

The  Clerk  read  as  follows: 


Amendment  offered  by  Mr.  Panetta  to 
the  amendment  offered  by  Mr.  Roberts: 
Strike  out  all  after  the  .section  designation 
of  the  proposed  new  section  and  insert  in 
lieu  thereof  the  following: 

IMKORM  T(»i,KRAN(  KS  AM)  F(Htl)  ADDITIVE  REG- 
I  I.ATIONS 

(a)  Tolerances.— Section  408  of  the  Feder- 
al Food,  Drug,  and  Cosmetic  Act  (21  U.S.C. 
346a)  is  amended  by  redesignating  subsec- 
tions (m),  (n)  and  (o)  as  subsections  (n),  (o). 
and  (p).  respectively,  and  by  adding  after 
subsection  ( 1 )  the  following: 

"iMWlXA)  The  Administrator  may  be  reg- 
ulation prescribe  that  a  tolerance  estab- 
lished under  subsection  (d)  or  (e)  for  a  pesti- 
cide described  in  subparagraph  (B)  shall  be 
uniform  through  the  Stales  if  the  Adminis- 
trator determines  that— 

"(i)  uniformity  in  the  tolerance  is  neces- 
.sary  to  prevent  significant  disruption  of  the 
marketing  of  raw  agricultural  commodities 
containing  such  pesticide,  and 

"(ii)  variations  from  the  tolerance  are  not 
necessary  to  proti-ct  human  health. 
In  promulgating  a  regulation  under  this 
subparagraph,  the  Administrator  shall  re- 
spond to  comments  submitted  by  States  in 
the  rulemaking  proceeding. 

"'B)  The  pesticide  chemical  referred  to  in 
subparagraph  (A)  is  a  pesticide  chemical— 

'(i)  that  was  registered  after  the  date  of 
the  enactment  of  this  subsection  under  sec- 
tion 3(c)(5)  of  the  Federal  Insecticide,  Fun- 
gicide, and  Rodenticide  Act,  „ 

"(ii)  that  was  reregistered  after  such  date 
under  section  3(g)  of  such  Act,  or 

"(iii)  that  was  registered  under  such  sec- 
tion 3(c)(5)  or  reregistered  under  such  sec- 
tion 3(g)  before  the  date  of  the  enactment 
of  this  subsection  on  the  basis  of  data  sub- 
mitted to  the  Administrator  which  met  the 
requirements  of  part  158  of  40  Code  of  Fed- 
eral Regulations  as  in  effect  April  25.  1985. 

"(C)  Any  interested  person  may  petition 
the  Administrator  for  the  issuance  of  a  reg- 
ulation under  subparagraph  (A).  The  Ad- 
ministrator shall,  within  180  days  of  the 
date  of  the  submission  of  a  petition,  deter- 
mine if  the  regulation  proposed  in  the  peti- 
tion meets  the  criteria  prescribed  in  clauses 
(i)  and  (ii)  of  such  subparagraph.  If  the  Ad- 
ministrator determines  that  a  regulation 
proposed  in  a  petition  meets  such  criteria, 
the  Administrator  shall  issue  such  regula- 
tion as  a  proposed  regulation. 

"(2)  Except  as  authorized  by  paragraph 
(3),  no  Stale  may  establish  or  enforce  a  tol- 
erance for  a  pesticide  chemical  in  or  on  a 
raw  agricultural  commodity  which  is  differ- 
ent from  a  tolerance  established  under  sub- 
section (d)  or  (e)  for  such  pesticide  chemical 
if  the  Administrator  has  prescribed  uni- 
formity for  the  tolerance  under  paragraph 
(1). 

"(3)(A)  A  State  may  petition  the  Adminis- 
trator for  authority  to  establish  in  the  State 
a  tolerance  which  is  more  stringent  than  a 
tolerance  for  which  the  Administrator  has 
prescribed  uniformity  under  paragraph  (1). 

■■(B)(i)  A  petition  under  subparagraph  (A) 
for  a  tolerance  shall  be  supported  by— 

•■(I)  scientific  data  about  the  pesticide 
chemical  subject  to  the  tolerance  or  chemi- 
cally related  pesticides,  data  on  the  con- 
sumption of  food  treated  with  the  pesticide, 
data  on  exposure  of  humans  to  the  pesti- 
cide, or  information  about  the  pesticide  that 
reasonably  raises  concerns  about  the  effect 
of  the  pesticide  on  human  health,  and 

"(II)  data  or  information  described  in  sub- 
clause (I)  that  has  been  developed  since  the 
dale  the   regulation  of  the  Administrator 
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under  paragraph  (1)(A)  prescribing  uni- 
formity for  the  tolerance  took  effect,  that 
was  unavailable  at  the  time  the  regulation 
took  effect,  that  was  not  considered  by  the 
Administrator  at  the  time  the  regulation 
was  promulgated,  or  that  shows  that  the 
uniformity  prescribed  for  the  tolerance 
cannot  be  supported  by  the  data  or  informa- 
tion used  by  the  Administrator  in  promul- 
gating the  uniformity  regulation. 

■■(ii)  A  petition  under  subparagraph  (A) 
shall  be  referred  to  an  advisory  committee 
appointed  in  accordance  with  subsection  (g). 
"(iii)  Not  later  than  the  expiration  of  180 
days  after  the  date  a  petition  which  meets 
the  requirements  of  clause  (i)  is  filed  with 
the  Administrator,  the  Administiator  shall 
authorize  the  action  requested  by  the  peti- 
tion or  deny  the  petition.  The  Administra- 
tor may  deny  the  petition  only  if  the  Ad- 
ministrator determines  that  the  action  re- 
quested by  the  petition  is  unnecessary  to 
protect  human  health  in  the  State  of  the 
petitioner. 

■•(4)(A)  Except  as  provided  in  subpara- 
graph (B).  if  a  processed  food— 

•(ii  contains  a  raw  agricultural  commodity 
containing  a  pesticide  for  which  a  tolerance, 
established  under  subsection  (d)  or  (e).  has 
been  made  uniform  under  paragraph  (1). 
and 

•■(ii)  is  not  adulterated  under  the  proviso 
in  section  402(a)<2). 

no  State  may  establish  a  tolerance  for  such 
pesticide  in  such  proces.sed  food  which  is 
different  from  ihe  iolerance  made  uniform 
under  paragraph  ( 1 1. 

•(B)  If  a  Stale  has  had  a  petition  ap- 
proved under  paragraph  <3)  authorizing  the 
State  to  establish  a  more  stringent  toler- 
ance for  a  pesticide,  such  State  may  estab- 
lish a  tolerance  for  such  pe.sticide  in  such 
proccs.scd  food  which  is  more  stringent  that 
the  tolerance  made  uniform  under  para- 
;,'raph  (1).". 

•'b)  Food  Additive  Regulations.— Section 
409  of  the  Federal  Food.  Drug,  and  Cosmet- 
ic Act  (21  U.S.C.  348  I  is  amended  by  adding 
at  the  end  the  following: 

•Uniform  Food  Additive  Regulations 
••(j)(l)  The  Administrator  shall  by  regula- 
tion prescribe  that  a  food  additive  regula- 
tion issued  under  sub.seclion  (c)  or  (d)  for  a 
pesticide  in  a  food  containing  a  raw  agricul- 
tural commodity  which  contained  such  pes- 
ticide for  which  a  uniform  tolerance  was  es- 
tablished under  section  408(m)(l)(A)  with 
re.spect  to  such  commodity  shall  be  uniform 
throughout  the  States  if  the  Administrator 
determines  that  variations  from  the  food 
additive  regulation  are  not  necessary  to  pro- 
tect human  health. 

■•(2)  Except  as  authorized  by  paragraph 
(3),  no  State  may  establish  or  enforce  a  food 
additive  regulation  for  a  food  which  is  dif- 
ferent from  a  food  additive  regulation 
issued  under  subsection  (ci  or  (d)  which  is 
applicable  to  such  food  if  the  Administrator 
has  prescribed  uniformity  for  the  food  addi- 
tive regulation  under  paragraph  ( 1 ). 

■•(3)  If  the  Administrator  has  promulgated 
a  regulation  under  paragraph  <1)  establish- 
ing uniformity  for  a  food  additive  regulation 
for  a  food  containing  a  raw  agricultural 
commodity  which  contained  a  pesticide  for 
which  a  uniform  tolerance  was  established 
under  section  408(m)(l)(A)  with  respect  to 
such  commodity  and  if  a  State  has  had  a  pe- 
tition approved  under  section  408(m)(3)  au- 
thorizing the  State  to  establish  a  tolerance 
which  is  more  stringent  than  such  toler- 
ance, such  State  may  establish  a  food  addi- 
tive regulation  for  such  food  which  is  more 


stringent  than  the  food  additive  regulation 
for  which  uniformity  has  been  prescribed.". 

Mr.  PANETTA  (during  the  reading). 
Mr.  Chairman,  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  '  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California? 

There  was  no  objection. 

Mr.  PANETTA.  Mr.  Chairman,  this 
amendment  to  the  amendment  that  I 
offer  seeks  to  deal  with  the  concerns 
that  have  been  raised  by  the  gentle- 
man from  Kansas  with  regard  to  the 
uniform  standards,  but  also  seeks  in 
addition  to  that  to  establish  an  appro- 
priate balance  between  the  Federal  re- 
sponsibility and  the  State  responsibil- 
ity to  protect  public  health. 

Public  health  and  safety  is  a  respon- 
sibility not  just  of  the  Federal  Govern- 
ment, but  also  of  State  governments. 
That  balanced  responsibility  has  to  be 
recognized. 

There  is  a  common  goal  here,  not  an 
adversial  goal,  that  hopefully  a 
common  goal  of  trying  to  set  limits  or 
tolerances  for  the  amount  of  pesticide 
residue  that  can  appear  in  a  food  prod- 
uct. That  common  goal  is  one  in  which 
both  the  Federal  Government  and 
State  governments  ought  to  be  able  to 
join  in  trying  to  establish  just  exactly 
what  those  levels  are. 

Today  as  the  bill  is  reported.  States 
have  the  opportunity  to  e.stablish 
stricter  standards.  They  have  that 
power  under  existing  law. 

The  problem'  that  the'  gentleman 
from  Kansas  [Mr.  Roberts]  points 
out.  and  I  believe  it  is  a  legitimate 
problem,  is  the  pi-oblem  of  where  you 
have  a  food  product  that  is  in  inter- 
state commerce  and  in  which  50  States 
establish  the  possibility  of  50  different 
standards;  although  I  must  point  out 
that  that  has  never  happened,  but  if 
the  States  were  to  do  that,  you  would 
have  50  different  standards  and. 
indeed,  it  seems  to  me  you  would  have 
the  potential  of  disrupting  interstate 
commerce,  a  disruption  that  would 
impact  on  farmers,  it  would  impact  on 
food  processors  and  it  would  impact  on 
retailers.  I  understand  that  and  I 
think  that  is  a  legitimate  concern. 

The  Roberts  solution,  however,  goes 
to  the  extreme,  to  the  other  extreme, 
which  is  basically  to  say  that  the  EPA 
will  automatically  preempt  all  State 
tolerances  with  no  process  for  State 
input  prior  to  the  development  of 
those  tolerances,  and  that  concerns 
me. 

Why  does  that  concern  mysejf  and  I 
think  others? 

First  of  all,  the  EPA  does  not  have 
the  best  record  and  the  EPA  is  the 
first  to  tell  you  that  they  have  not 
done  a  very  good  job  in  terms  of  being 
able  to  register  and  reregister  and  to 
reassess  all  the  pesticides.  We  are  talk- 
ing about  50.000  pesticides,  and  they 


are  the  first  to  say  they  have  not  done 
a  very  good  job:  so  there  is  some  con- 
cern about  allowing  a  Federal  agency 
that  does  not  have  a  very  good  track 
record  to  now  be  able  to  automatically 
determine  what  the  tolerance  levels 
will  be. 

Second,  the  States  do  have  good  evi- 
dence. They  have  health  departments, 
they  have  agencies,  they  are  looking 
at  the  same  facts. 

What  is  wrong  with  allowing  the 
States  to  participate  in  a  rulemaking 
process  that  makes  this  evidence  avail- 
able to  the  Federal  Government? 

This  proposal,  or  the  amendment  of- 
fered by  the  gentleman  from  Kansas, 
does  not  provide  for  that  process. 

Let  me  give  you  one  example  of 
what  took  place  in  my  district.  It  does 
not  relate  necessarily  to  pesticides,  but 
it  is  a  type  of  it.  It  is  frost  ban.  Frost 
ban  is  a  bacteria  in  which  experimen- 
tations are  now  being  conducted  to  see 
if  it  can  be  used  to  prevent  frost  from 
appearing  on  various  plants. 

The  EPA  decided,  without  talking  to 
the  State,  and  without  talking  to  local 
government,  that  they  would  allow 
the  test  to  take  place  in  what  was  sup- 
posed to  be  an  isolated  area.  The  EPA 
never  went  to  our  county.  They  never 
talked  to  the  State  officials.  They 
never  talked  to  the  local  officials,  but 
they  decided  that  this  was  a  good 
place  for  a  test  in  an  isolated  area. 
When  you  looked  at  the  area,  it  was 
right  next  to  a  major  residential  area 
in  our  county. 

Now.  that  was  the  judgment  of  the 
EPA.  but  they  did  not  look  at  the 
State  and  the  local  level  for  their 
input. 

Now.  that  is  the  kind  of  a  precedent 
that  I  am  afraid  of  establishing  with 
the  Roberts  proposal. 

The 'CHAIRMAN.  The  time  of  the 
gentleman  from  California  has  ex- 
pired. 

( By  unanimous  consent.  Mr.  Panetta 
was  allowed  to  proceed  for  3  additional 
minutes.) 

Mr.  PANETTA.  What  my  amend- 
ment basically  does.  Mr.  Chairman,  is 
it  gives  the  EPA  the  power  to  establish 
uniform  standards.  I  agree  with  that. 
They  ought  to  have  that  power.  They 
ought  to  be  able  to  establish  standards 
where  they  can  prove  that  there  is  a 
disruption  in  terms  of  interstate  com- 
merce and  it  does  not  jeopardize 
public  health,  and  that  is  another  re- 
quirement in  my  amendment. 

If  they  proceed  to  do  that,  then  the 
State  is  given  the  opportunity  to  par- 
ticipate in  that  process  through  rule- 
making. This  is  the  process  that  is 
used  by  a  number  of  agencies.  You 
propose  a  regulation,  you  go  through 
rulemaking,  you  allow  the  States  basi- 
cally to  have  their  input  in  that  proc- 
ess. If  the  States  feel  that  the  final 
rule  does  not  apply,  then  they  have 
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the  right  to  petition  for  a  change  as 
well. 

What  this  does,  let  me  point  out  to 
the  membership,  what  this  does  it  pro- 
tects the  ability  of  the  States  to  par- 
ticipate in  the  process. 

Yes.  the  EPA  can  establish  a  stand- 
ard: yes.  the  EPA  can  move  toward 
doing  a  uniform  standard  where  it 
feels  interstate  commerce  is  disrupted, 
but  it  gives  the  State  input  into  that 
process. 

Let  me  conclude  by  saying  this.  We 
are  not  just  talking  here  about  rules 
and  procedures  and  regulations.  We 
are  talking  about  a  matter  of  public 
health.  We  are  talking  about  the  prob- 
lem and  the  potential  of  cancer,  of 
birth  defects.  We  are  talking  about  an 
impact  that  could  affect  literally  mil- 
lions of  American  citizens.  We  are 
talking  about  50,000  pesticides  that 
today  have  been  fully  reassessed  and 
hopefully  under  this  legislation  will  be 
reassessed  and  put  up  to  current 
standards. 

We  are  talking  about  an  EPA  that 
does  not  have  an  efficient  record,  a 
good  track  record  of  being  able  to  do 
the  job  today. 

So  does  it  not  make  good  sense 
where  it  involves  the  public  health  to 
give  the  States  the  ability  to  partici- 
pate in  this  process  with  the  informa- 
tion that  they  have  and  to  establish  a 
procedure  that  gives  the  State  input 
into  that  process? 

If  we  get  this  amendment,  then  not 
only  can  we  establish  uniform  toler- 
ances that  benefit  farmers  and  benefit 
producers  and  benefit  retailers,  but  we 
also,  and  more  importantly,  protect 
the  public  interest  in  that  process. 

Mr.  Chairman.  I  urge  the  committee 
to  vote  for  the  amendment  to  the 
amendment. 

AMENDMENT  OFFERED  BY  MR.  STENHOLM  AS  A 
SUBSTITUTE  FOR  THE  AMENDMENT  OFFERED  BY 
MR.  ROBERTS 

Mr.  STENHOLM.  Mr.  Chairman,  I 
offer  an  amendment  as  a  substitute 
for  the  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Stenholm  as  a 
substitute  for  the  amendment  offered  by 
Mr.  Roberts;  Page  162.  insert  after  line  16 
the  following: 

(c)  National  Uniformity.— The  Federal 
Pood,  Drug,  and  Cosmetic  Act  (21  U.S.C.  301 
et  seq.)  is  amended  by  adding  after  section 
412  the  following  new  section  413: 

"FOOD  production  AND  MARKETING 
UNIFORMITY 

•Sec.  413.  (a)  Intent.— It  is  the  intent  of 
Congress  to  assure  a  safe  and  reasonably 
priced  food  supply  for  consumers.  In  order 
to  achieve  this  goal,  it  is  declared  to  be  the 
express  intent  of  Congress  to  require  na- 
tional uniformity  in  the  regulation  of  the 
levels  of  residues  of  pesticides  in  or  on  food 
in  order  to  permit  national  marketing  of  all 
food  products  without  jurisdictional  bar- 
riers. 

■•<b)  National  Uniformity.— (1)  Except  as 
provided  in  subsections  (e)  and  (h).  no  State 
or  political  subdivision  thereof  may  estab- 


lish, continue  in  effect,  or  enforce  any  re- 
quirement or  prohibition  that— 

■■(A)  directly  or  indirectly  establishes  a 
permissible  level  for  a  residue  of  a  pesticide 
in  or  on  food,  if  such  a  level  has  been  estab- 
lished under  a  Federal  law  or  a  regulation 
or  other  enforcement  requirement  issued 
thereunder  and 

■■(B)  is  not  identical  with  the  requirements 
or  prohibitions  of  such  Federal  law  and  of 
the  regulations  and  enforcement  require- 
ments issued  thereunder  if  the  use  of  the 
pesticide  resulting  in  the  residue  is  regis- 
tered with  the  Administrator  of  the  Envi- 
ronmental Protection  Agency  on  the  basis 
of  data  meeting  the  requirements  of  para- 
graph (2)  of  this  subsection  or  if  the  use  of 
the  pesticide  resulting  in  the  residue  has 
not  been  registered  with  the  Administrator, 
or  has  been  registered  with  the  Administra- 
tor on  the  basis  of  data  meeting  the  require- 
ments of  paragraph  (2)  of  this  subsection 
and  later  cancelled  or  suspended,  and  the 
permissible  level  for  the  residue  ha-s  been  es- 
tablished or  reaffirmed  by  the  responsible 
Federal  official  on  or  after  the  date  of  en- 
actment of  this  subsection. 

•■(2)  For  purposes  of  this  subsection,  a  pes- 
ticide shall  be  deemed  to  be  registered  with 
the  Administrator  of  the  Environmental 
Protection  Agency  with  respect  to  a  use  on 
the  basis  of  data  meeting  the  requirements 
of  this  paragraph  if— 

■•(A)  the  initial  registration  or  reregistra- 
tion  of  the  pesticide  for  that  use  was  ap- 
proved under  section  3(c)(5)  of  the  Federal 
Insecticide,  Fungicide,  and  Rodenticide  Act 
on  or  after  April  25.  1985.  or 

■■(B)  the  initial  registration  or  reregistra- 
tion  of  the  pesticide  for  that  use  was  ap- 
proved under  section  3(c)(5)  of  the  Federal 
Insecticide.  Fungicide,  and  Rodenticide  Act 
prior  to  April  25.  1985,  on  the  basis  of  data 
determined  by  the  Administrator  of  the  En- 
vironmental Protection  Agency  to  meet  the 
requirements  of  the  provisions  in  40  CFR 
part  158  that  became  effective  on  April  25, 
1985. 

■■(c)  Concurrent  Jurisdiction.- (1)  Any 
State  or  political  subdivision  thereof  may 
exercise  concurrent  jurisdiction  over  the 
levels  of  residues  of  pesticides  in  or  on  food 
for  the  purpose  of  enforcing  requirements 
or  prohibitions  identical  with  those  estab- 
lished in  such  Federal  law  and  in  the  regula- 
tions and  interpretations  issued  thereunder. 

■■(2)  For  purposes  of  paragraph  (1),  the 
Federal  official  responsible  for  the  imple- 
mentation of  any  Federal  law  referred  to  in 
sut)section  (b)(1)  shall— 

■■(A)  cooperate  with  and  provide  relevant 
information  to  State  and  local  officials  en- 
gaged in  the  regulation  of  the  levels  of  resi- 
dues of  pesticides  in  or  on  food;  and 

"(B)  provide  training  and  enter  into  con- 
tracts with  such  officials  to  facilitate  more 
effective  uniform  national  regulation  of  the 
levels  of  residues  of  pesticides  in  or  on  food, 
except  that  the  authority  to  enter  into  con- 
tracts under  this  paragraph  shall  be  to  such 
extent  or  in  such  amounts  as  are  provided  in 
appropriations  acts. 

■■(d)  Petition.— ( 1 )  Any  State  may  peti- 
tion the  Federal  official  responsible  for  the 
implementation  of  a  Federal  law  referred  to 
in  subsection  (b)(1)  to  adopt  by  regulation 
as  a  Federal  requirement  or  prohibition  an 
existing  or  proposed  state  requirement  or 
prohibition  relating  to  the  levels  of  residues 
of  pesticides  in  or  on  food. 

■•(2)  Within  180  days  after  receipt  of  any 
such  petition,  such  Federal  official  shall, 
after  receiving  comments  from  the  Scientif- 
ic Advisory  Panel  established  under  Section 


25(d)  of  the  Federal  Insecticide,  Fungicide, 
and  Rodenticide  Act  containing  an  evalua- 
tion of  relevant  data  and  risk  to  human 
health- 

■(A)  respond  specifying  the  substantive 
action  that  is  being  taken  on  such  petition: 
and 

■(B)  if  such  action  includes  the  adoption 
of  a  new  Federal  requirement  or  prohibi- 
tion, initiate  the  appropriate  administrative 
proceeding  to  implement  such  action. 

■■(3)(A)  If  such  Federal  official  fails  to  re- 
spond or  to  initiate  any  appropriate  action 
within  the  180  days  specified  in  paragraph 
(2)  of  this  subsection,  the  State  which  sub- 
mitted the  petition  may.  notwithstanding 
the  provisions  of  subsection  (b).  establish 
and  enforce  within  its  own  jurisdiction  the 
requirement  or  prohibition  which  was  the 
subject  of  the  petition,  as  an  interim  re- 
quirement or  prohibition. 

■•(B)  Such  an  interim  requirement  or  pro- 
hibition may  be  contested  by  any.  person 
under  the  declaratory  judgment  provisions 
of  section  2201  of  title  28,  United  States 
Code,  on  the  ground  that  the  interim  re- 
quirement or  prohibition  does  not  meet  the 
standards  established  in  paragraphs  (1)  and 
(2)  of  subsection  (e).  In  any  such  action,  the 
State  shall  bear  the  burden  of  proving  that 
such  interim  requirement  or  prohibition 
meets  such  standards. 

■(C)  Such  an  interim  requirement  or  pro- 
hibition may  remain  in  effect  until— 

■(i)  the  Federal  official  takes  action  on 
the  petition  and  initiates  any  appropriate 
administrative  proceeding  pursuant  to  para- 
graph (2)  of  this  subsection  and  such  action 
rejects  the  interim  requirement  or  prohibi- 
tion or 

■■(ii)  a  court  determines  that  the  interim 
requirement  or  prohibition  has  not  been 
shown  by  the  State  to  meet  the  standards 
established  in  paragraphs  (1)  and  (2)  of  sub- 
section (e), 
whichever  occurs  earlier. 

■■(e)  Exemptions.— Upon  petition  of  a 
state  the  Federal  official  responsible  for  the 
implementation  of  a  Federal  law  referred  to 
in  subsection  (b)(1)  may,  after  receiving 
comments  from  the  Scientific  Advisory 
Panel  established  under  Section  25(d)  of  the 
Federal  Insecticide,  Fungicide,  and  Rodenti- 
cide Act  containing  an  evaluation  of  rele- 
vant data  and  risk  to  human  health,  by  reg- 
ulation promulgated  after  notice  and  oppor- 
tunity for  an  oral  hearing,  exempt  from 
subsection  (b),  under  such  conditions  as 
may  be  prescribed  in  such  regulation,  a  re- 
quirement or  prohibition  of  such  State  re- 
lating to  the  levels  of  residues  of  pesticides 
in  or  on  food  in  that  State  if  such  require- 
ment— 

■■(1)(A)  is  justified  by  compelling  local 
conditions  or 

■'(B)  is  justified  because  the  subject 
matter  regulated  by  such  requirement  or 
prohibition  is  primarily  local  in  nature  and 
the  Federal  official  responsible  for  the  im- 
plementation of  such  Federal  law  is  not  ex- 
ercising jurisdiction  over  the  subject  matter 
regulated  by  such  requirement  or  prohibi- 
tion, and 

■■(2)(A)  protects  an  important  public  inter- 
est that  would  otherwise  be  unprotected, 

"(B)  would  not  cause  any  food  to  be  in  vio- 
lation of  any  applicable  requirement  or  pro- 
hibition under  Federal  law,  and 

"(C)  would  not  unduly  burden  interstate 
commerce. 

■■(f)  Advisory  Committee.— For  purposes 
of  assuring  effective  and  uniform  implemen- 
tation of  all  laws  regulating  the  levels  of 
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residues  of  pesticides  in  or  on  food,  the  Fed- 
eral officials  responsible  for  implementation 
of  such  Federal  laws  shall  establish  an  advi- 
sory committee  comprised  of  eleven  State 
and  local  officials  engaged  in  the  regulation 
of  the  levels  of  residues  of  pesticides  in  or 
on  food. 

"(g)  Responsible  Federal  Official.— A  pe- 
tition submitted  under  subsection  (d)  or  (e) 
shall  be  acted  upon  by  the  highest  Federal 
official  responsible  for  the  implementation 
of  the  Federal  law  involved,  which  author- 
ity shall  not  be  delegated.  The  advice  of  the 
advisory  committee  established  under  sub- 
section (f)  shall  be  obtained  before  action  is 
taken  upon  any  such  petition  unless  the  pe- 
tition relates  to  an  imminent  hazard  deter- 
mination under  subsection  (h). 

"(h)  Imminent  Hazard.— (1)  Notwithstand- 
ing the  provisions  of  subsection  (b).  a  State 
may  establish  and  enforce  within  its  own  ju- 
risdiction any  requirement  or  prohibition 
which  directly  or  indirectly  establishes  a 
permissible  level  for  a  residue  of  a  pesticide 
in  or  on  food  if — 

"(A)  after  an  opportunity  for  written  com- 
ment and  a  public  hearing,  it  has  'oeen  dem- 
onstrated that- 

•■<I)  the  permissible  level  for  a  residue  of 
that  pesticide  in  or  on  food  established 
under  a  Federal  law  or  a  regulation  or  inter- 
pretation issued  thereunder  constitutes  an 
imminent  hazard  to  public  health  in  that 
State  because  it  presents  a  substantial  risk 
of  serious  harm  to  human  health,  and 

■■(ID)  the  additional  protection  provided 
by  such  requirement  or  prohibition  is  neces- 
sary to  prevent  such  imminent  hazard,  and 

■■(B)  within  ten  days  after  the  State  an- 
nounces that  it  is  promulgating  the  require- 
ment or  prohibition,  the  State  has  submit- 
ted a  petition  under  .subsection  (d)  or  (e). 

■■(2)  Any  requirement  or  prohibition  es- 
tablished or  enforced  under  paragraph  (10 
may  be  contested  by  any  person  under  the 
declaratory  judgment  provisions  of  section 
2201  of  title  28.  United  States  Code,  on  the 
ground  that  such  requirement  or  prohibi- 
tion does  not  meet  the  standards  estab- 
lished in  -subparagraphs  (A)  and  (B)  of  para- 
graph il).  In  any  such  action,  the  State 
shall  bear  the  burden  of  proving  that  such 
requirement  or  prohibition  meets  such 
standards. 

■■(3)  Any  requirement  or  prohibition  es- 
tablished or  enforced  under  paragraph  (1) 
may  remain  in  effect  until— 

•■(A)  the  Federal  official  takes  action  on 
the  petition  submitted  under  subsection  (d) 
or  (e)  and  such  action  rejects  such  require- 
ment or  prohibition  or 

■•(B)  a  court  determines  that  the  require- 
ment or  prohibition  has  not  been  shown  by 
the  State  to  meet  the  standards  established 
in  subparagraphs  (A)  and  (B)  of  paragraph 
(1). 
whichever  occurs  earlier." 

Mr.  STENHOLM  (during  the  read- 
ing). Mr.  Chairman,  I  ask  unanimous 
consent  that  the  amendment  be  con- 
sidered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Texas? 
There  was  no  objection. 
The  CHAIRMAN.  The  Chair  would 
like  to  be  clear  on  this.  As  the  Chair 
understands,  this  is  a  substitute  for 
the  Roberts  amendment? 

Mr.  STENHOLM.  That  is  correct, 
Mr.  Chairman. 


The  CHAIRMAN.  The  gentleman 
from  Texas  [Mr.  Stenholm]  is  recog- 
nized for  5  minutes  in  support  of  his 
substitute  amendment. 

Mr.  STENHOLM.  Mr.  Chairman, 
the  only  change  that  I  make  in  the 
substitute  is  that  we  amend  the  Food 
and  Drug  Act,  rather  than  the  FIFRA 
Act. 

This  is  a  further  attempt  on  the  part 
of  the  gentleman  from  Kansas  [Mr. 
Roberts]  and  myself  and  those  others 
who  are  extremely  interested  in  the 
question  of  uniformity  and  State  toler- 
ances. 

This  is  a  further  attempt  for  us  to 
meet  those  objections,  particularly  the 
objections  from  the  Energy  and  Com- 
merce Committee  and  the  chairman  of 
that  committee,  the  gentleman  from 
Michigan  [Mr.  Dingell],  concerning 
jurisdictional  problems. 

I  think  this  amendment  offered  as  a 
substitute  should  be  the  final  answer 
to  questions  of  all  those  who  have  con- 
cerns in  two  areas  of  this  amendment; 
one  is  on  the  question  of  States  rights 
and  the  State's  position  concerning 
the  uniformity  question  and  whether 
or  not  Federal  law  shall  supersede 
State  law.  and  also  the  amendment  of 
the  gentleman  from  California  a 
moment  ago  in  which  he  spoke  of  the 
health  concerns. 

I  would  like  to  associate  myself  with 
every  remark  that  the  gentleman  from 
California  [Mr.  Panetta]  made  con- 
cerning the  health  concerns  of  this 
entire  issue.  That  is  not  the  question 
that  we  are  debating  at  this  moment, 
though. 

The  question  now  is  uniformity  and 
whether  or  not  we  can  have  a  law  of 
the  magnitude  of  this  law  that  meets 
the  health  concerns  of  all  the  citizens 
of  the  United  States  and  at  the  same 
time  provides  for  the  constitutional  re- 
straints and  requirements  that  we 
have  concerning  the  regulation  of 
commerce,  and  I  want  to  speak  to  both 
of  those  issues. 

The  general  issue  of  preemption, 
and  for  those  of  my  colleagues  who 
are  concerned  about  the  States"  rights 
issue  in  this  argument,  let  me  submit 
this: 

Since  the  turn  of  the  century  federal  leg- 
islation under  the  commerce  clause  has  pen- 
etrated deeper  and  deeper  into  areas  once 
occupied  by  the  regulatory  power  of  the 
States.  One  result  is  that  state  laws  on  sub- 
jects about  which  Congress  has  legislated 
have  been  more  and  more  frequently  at- 
tacked as  being  incompatible  with  the  acts 
of  Congress. 

The  constitutional  principles  of  preemp- 
tion, in  whatever  particular  field  of  law  they 
operate,  are  designed  with  a  common  end  in 
view:  to  avoid  conflicting  regulation  of  con- 
duct by  various  official  bodies  which  might 
have  some  authority  over  the  subject 
matter. 

•  •  •  the  power  to  regulate  commerce  is 
the  power  to  prescribe  conditions  and  rules 
for  the  carrying-on  of  commercial  transac- 
tions, the  keeping-free  of  channels  of  com- 
merce, the  regulating  of  prices  and  terms  of 


sale.  Even  if  the  clause  granted  only  this 
power,  the  scope  would  be  wide,  but  it  ex- 
tends to  include  many  more  purposes  than 
these. 

From  what  am  I  quoting?  I  am  quot- 
ing from  the  Constitution  of  the 
United  States  of  America,  the  Analysis 
and  Interpretation  of  June  29,  1972. 
Quoting  further: 

To  be  sure,  in  cases  of  flat  conflict  be- 
tween an  act  or  acts  of  Congress  regulative 
of  such  commerce  and  a  state  legislative  act 
or  acts,  from  whatever  state  power  ensuing, 
the  act  of  Congress  is  today  recognized,  and 
was  recognized  by  Chief  Justice  Marshall,  as . 
enjoying  an  unquestionable  supremacy. 

Again,  I  come  back  to  a  basic  and 
fundamental  point,  and  this  is  the 
issue  between  the  amendment  offered 
by  the  gentleman  from  Kansas  [Mr. 
Roberts]  and  myself,  the  amendment 
offered  by  Mr.  Panetta  and  the 
amendment  offered  as  a  substitute 
that  I  offer  on  behalf  of  the  gentle- 
man from  Kansas  [Mr.  Roberts]  and 
myself. 

We  all  agree  on  the  need  for  maxi- 
mum protection  of  the  general  public 
of  the  United  States  concerning  the 
use  of  insecticides,  fungicides,  pesti- 
cides, and  so  forth.  We  all  agree  to 
that. 

The  basic  question  is  whether  or  not 
we  can  have  50  individual  interpreta- 
tions of  this  law  without  infringing 
and  completely  destroying  interstate 
commerce  under  the  Constitution  of 
the  United  States.  The  question  is  uni- 
formity. 

Now.  let  me  answer  and  point  out 
further  what  is  in  the  Roberts-Sten- 
holm  amendment,  as  amended.  We 
provide  for  three  opportunities  for  a 
State  to  petition  the  EPA  for  a  pesti- 
cide residue  tolerance. 

To  those  who  suggest  that  in  our 
amendment  we  ■'are  precluding  States 
from  having  a  say-so  in  what  is  in  fact 
a  health  hazard  for  an  individual 
State  or  community,  you  have  not 
read  the  amendment. 

We  provide  for  three  things: 

First,  following  a  State's  determina- 
tion of  an  imminent  hazard:  if  you 
have  an  imminent  hazard,  we  have  it 
in  our  amendment  that  allows  that 
State  to  recognize  that  and  to  petition 
the  EPA  for  action. 

Second,  we  require,  or  to  request  an 
exemption  from  a  Federal  tolerance 
because  of  compelling  local  circum- 
stances. 

Again,  the  gentleman  from  Califor- 
nia makes  a  very  compelling  argument 
and  certainly  we  have  recognized  that 
in  our  amendment  in  the  spirit  of  com- 
promise to  provide  for  where  you  have 
local  circumstances  you  have  the 
wherewithal  within  this  legislation 
and  within  our  amendment. 

D  1130 
The  CHAIRMAN.  The  time  of  the 
gentleman    from    Texas    [Mr.    Sten- 
holm] has  expired. 
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(By  unanimous  consent.  Mr.  Sten- 
HOLM  was  allowed  to  proceed  for  5  ad- 
ditional minutes.) 

Mr.  STENHOLM.  Mr.  Chairman, 
the  third  point  concerning  our  States 
and  the  issues,  and  the  fact  that  the 
gervtleman  from  Kansas  [Mr.  Rob- 
erts] and  I  in  our  amendment  recog- 
nize the  importance  of  listening  to  our 
States,  and  working  with  our  Slates, 
we  provide  the  opportunity  to  request 
that  an  existing  or  proposed  State  re- 
quirement be  adopted  as  a  Federal  re- 
quirement. 

Within  this  general  construct,  the 
question  has  been  raised  as  to  whether 
a  State  can  petition  and  receive  ap- 
proval for  a  tolerance  different  from  a 
Federal  tolerance  based  on  scientific 
considerations,  for  example,  gaps  in 
the  data  base  or  new  scientific  studies. 

Another  way  of  stating  this  question 
is  whether,  based  solely  on  scientific 
grounds,  two  different  standards  of 
safety  for  a  pesticide  residue  level 
could  or  should  exist  in  the  United 
States.  Where  we  have  States  and  Fed- 
eral Government  making  independent 
judgments,  can  we  have  this? 

With  regard  to  case  1.  imminent 
hazard,  a  different  State  tolerance 
would  be  justified  if  there  was  in- 
creased consumer  risk  from  exposure 
to  a  pesticide  residue.  This  could  occur 
as  a  result  of  ground  water  contamina- 
tion or  an  accident  involving  misappli- 
cation of  a  pesticide.  Clearly,  the  de- 
termination of  increased  risk  is  a  sci- 
entific determination  arising  from  rel- 
atively limited  regional  conditions  and 
necessitating  immediate  action. 

With  regard  to  case  2.  exemption 
based  on  local  conditions,  a  different 
State  tolerance  also  would  be  justified 
if  there  was  increased  consumer  risk 
arising  from  those  conditions.  This 
too,  is  a  scientific  determination. 

With  regard  to  case  3.  "an  existing 
or  proposed  State  requirement."  a  re- 
quest for  a  different  tolerance  would 
arise  as  a  result  of  different  scientific 
views  of  consumer  risk,  generally  at- 
tributable to  different  interpretations 
of  data,  data  gaps  or  new  data.  In  such 
circumstances,  different  State  and 
Federal  tolerances  would  be  illogical, 
and  would  create  unequal  consumer 
protection  with  respect  to  the  same 
product  exposure.  The  approach  that 
should  be  taken  in  this  case  is  to 
submit  the  petition  for  an  evaluation 
by  the  Science  Advisory  Panel  estab- 
lished by  FIFRA  for  this  purpose.  The 
Panels  safety  determination  should  be 
applied  on  a  nationally  uniform  basis. 

Mr.  Chairman.  I  conclude  my  re- 
marks by  again  saying  that  the  basic 
issue  that  we  will  vote  on  today  is 
whether  or  not  we  believe  that  we  can 
have  the  free  exchange  of  interstate 
commerce  and  have  the  possibility 
reigning  at  any  time  that  we  can  have 
50  individual  States'  determinations  of 
what  in  fact  is  a  safe  tolerance  for  var- 
ious chemicals,  el  cetera. 


My  argument,  and  the  reason  that 
we  offer  this  amendment,  and  the 
reason  that  we  have  offered  this  again 
as  a  compromise  to  meet  the  valid  con- 
cerns of  the  Committee  on  Energy  and 
Commerce,  particularly  those  of  the 
chairman,  the  gentleman  from  Michi- 
gan [Mr.  Dingell],  is  that  in  fact  we 
cannot  have  interstate  commerce,  we 
cannot  have  .he  free  exchange,  by 
going  in  the  direction  of  the  amend- 
ment of  the  gentleman  from  Califor- 
nia [Mr.  Panetta].  It  just  will  not 
allow  interstate  commerce  to  move 
without  disruption  that  will  in  fact  be 
costly  and  will  not  prove  anything  of 
significance. 

Not  all  States  disagree,  and  I  would 
conclude  by  saying  that  Missouri, 
Michigan,  and  North  Carolina  have 
shown  their  support  in  letters  which  I 
have  in  front  of  me.  AFDO.  the  Asso- 
ciation of  Federal  Drug  Organizations. 
I  have  a  very  strong  letter  from  Mary 
Heflin  of  Connecticut  in  which  she 
says: 

We  believe  this  bill,  the  Slenholm-Roberts 
amendmeni.  through  its  petitioning  proce.ss 
provi.sion.  provides  the  individual  Slates 
with  an  opportunity  for  its  public  voice  to 
be  heard.  Other  provisions  also  insure  the 
States  role  in  the  regulatory  process. 

This  is  the  association  of  State  officials 
that  has  taken  a  deep  and  abiding  look 
at  this  and  has  come  to  the  same  con- 
clusion as  so  many  other  organizations 
and  individuals  concerned  about  the 
free  exchange  of  interstate  commerce, 
and  they  support  and  we  urge  Mem- 
bers to  support  the  Roberts-Stenholm 
amendment,  as  amended. 

Mr.  LUKEN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  STENHOLM.  I  am  delighted  to 
yield  to  the  gentleman  from  Ohio. 

Mr.  LUKEN.  Mr.  Chairman,  I  would 
like  the  gentleman  to  respond  to  the 
issue  of  the  burden  of  proof.  I  under- 
stand that  the  burden  of  proving  a 
negative  in  this  instance,  or  so  it  is 
charged,  would  be  on  the  EPA  in  order 
to  establish  national  uniformity.  Will 
the  gentleman  respond  to  that? 

Mr.  STENHOLM.  Which  amend- 
ment? 

Mr.  LUKEN.  Not  under  your  amend- 
ment, under  the  other  amendment. 

Mr.  STENHOLM.  Under  the  other 
amendment,  the  gentleman  is  entirely 
correct.  I  understand. 

Mr.  PANETTA.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  STENHOLM.  I  yield  to  the  gen- 
tleman from  California. 

Mr.  PANETTA.  I  thank  the  gentle- 
man for  yielding. 

Mr.  Chairman,  the  gentleman  is  re- 
ferring obviously  to  the  amendment 
that  we  have  made  to  the  amendment. 
It  does  not  change  the  burden  of 
proof.  What  it  requires  is  that  EPA  es- 
tablish that  there  is  an  impact  on 
interstate  commerce.  That  is  the 
whole  point  here.  If  it  affects  inter- 


state commerce,  then  EPA  has  to  show 
that,  in  fact,  that  is  the  case. 

What  the  Roberts  amendment  does 
is  presume  interstate  commerce  is  af- 
fected in  terms  of  tolerances. 

Mr.  STENHOLM.  Mr.  Chairman,  I 
would  submit  that  the  amendment  of 
the  gentleman  from  California  will  not 
only  presume  it,  but  will  make  it 
almost  impossible  to  determine  uni- 
formity. 

Mr.  WAXMAN.  Mr.  Chairman,'  I 
move  to  strike  the  requisite  number  of 
words. 

Mr.  Chairman.  I  rise  in  support  of 
the  Panetta  amendment. 

Since  1906.  when  the  predecessor  of 
the  Federal  Food.  Drug,  and  Cosmetic 
Act  was  enacted.  States  have  had  the 
authority  to  set  tougher  pesticide  resi- 
due levels.  We  now  hear  from  food 
companies  that  this  longstanding 
State  authority  should  be  repealed. 

The  food  companies  argue  that 
States  have  already  abused  their  au- 
thority and  will  continue  to  do  so  in 
the  future.  They  predict  a  confusing 
maze  of  different  State  standards  that 
disrupt  interstate  commerce. 

Their  claims  are  unfounded.  History 
does  not  bear  them  out. 

There  are  400  food  use  pesticides. 
States  have  regulated  two  of  them.  In 
both  cases,  the  pesticides  were  de- 
clared to  be  carcinogenic  by  EPA. 
States  took  action  to  protect  their  citi- 
zens when  EPA  failed  to  act. 

States  have  been  responsible  and  re- 
strained. Their  record  is  not  the  real 
issue,  though.  The  food  companies  are 
really  concerned  about  the  future. 
They  fear  the  EPA  will  not  do  the  job 
this  bill  requires  of  them.  They  fear 
that  States  will  become  increasingly 
active  as  EPA  plods  through  years  of 
reviewing  the  safety  of  the  pesticides 
now  in  use. 

The  food  companies  want  Congress 
to  eliminate  the  possibility  that  States 
might  regulate  pesticides  in  the  name 
of  public  health.  They  want  the  States 
preempted— lotallv  and  unconditional- 
ly. 

I  understand  there  is  a  potential  for 
disruption  in  our  nationwide  food  mar- 
keting system  if  there  are  multiple 
State  standards  in  addition  to  the  EPA 
standard.  I  am  prepared  to  support  an 
amendment  that  provides  the  compa- 
nies with  assurance  that  it  will  not 
happen.  In  addressing  their  concern, 
though,  we  cannot  ignore  that  there 
are  other  important  issues  that  also 
must  be  resolved. 

Is  the  public  protected  from  unsafe 
pesticide  residue  levels  when  the 
States  are  preempted? 

Do  the  States  have  the  opportunity 
to  be  heard  on  their  health  concerns 
before  preemption  occurs? 

Is  anyone  determining  whether  pre- 
emption is  needed  in  any  particular 
case? 
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Those  three  questions  arc  the  best 
measure  of  whether  we  are  acting  re- 
sponsibly. The  Roberts  amendment 
fails  badly  because  it  answers  "no" 
three  times.  The  Panetta  compromise 
was  created  specifically  to  address 
these  three  questions. 

I  would  like  to  take  a  moment  to 
contrast  the  major  points  of  these  two 
amendments. 

The  Roberts  amendment  is  based  on 
the  presumption  that  preemption  is 
needed  in  every  case.  In  other  words, 
the  marketing  of  every  food  contain- 
ing a  pesticide  residue  is  subject  to  dis- 
ruption. Under  the  Roberts  amend- 
ment, preemption  is  automatic.  There 
will  be  no  review  by  EPA  to  determine 
that  preemption  needs  to  occur. 

In  contrast,  the  Panetta  compromise 
calls  on  EPA  to  review  the  facts.  If  two 
sensible  tests  are  met.  then  EPA  would 
preempt  the  States.  If  food  products 
which  are  moving  in  a  nationwide  dis- 
tribution system  will  be  disrupted 
when  a  State  sets  a  more  stringent 
standard,  and  if  the  EPA  residue  level 
will  protect  everyone  in  the  country, 
then  EPA  can  preempt  the  States. 

We  should  not  preempt  unless  we 
know  that  it  is  needed,  and  that  the 
EPA  standard  will  protect  public 
health.  If  we  are  going  to  prohibit  a 
State  from  regulating  pesticides  to 
protect  a  particular  group  that  the 
State  believes  is  vulnerable,  EPA  must 
determine  that  its  standard  will  take 
care  of  the  State's  concern.  For  in- 
stance, a  State  may  believe  that  its 
children  or  an  ethnic  group  consume 
larger  than  average  amounts  of  a  par- 
ticular food.  In  such  a  case,  the  EPA 
standard  may  subject  them  to  serious 
health  risks. 

The  Panetta  compromise  authorizes 
preemption,  but  with  the  necessary 
evaluation  that  it  is  needed  and  will  be 
done  well. 

Under  the  Roberts  amendment. 
States  have  no  input  before  preemp- 
tion occurs.  States  do  get  to  partici- 
pate in  an  advisory  committee.  But,  an 
advisory  committee  is  a  poor  trade  for 
the  right  to  regulate. 

In  contrast,  the  Panetta  compromise 
protects  the  States  by  guaranteeing 
them  the  opportunity  to  comment  on 
EPA-proposed  preemption  before  pre- 
emption would  occur.  If  the  States  are 
to  be  preempted,  we  must  at  least  give 
them  the  opportunity  to  explain  any 
health  concerns  they  have.  For  exam- 
ple, one  of  EPA's  greatest  weaknesses 
is  its  lack  of  updated  information  on 
how  much  of  a  particular  food  with  a 
specific  pesticide  is  consumed.  States 
could  be  invaluable  sources  of  this 
consumption  data.  After  the  States 
commented,  EPA  can  know  whether  or 
not  the  tolerance  that  EPA  proposes 
to  make  uniform  will  protect  the 
health  concerns  of  the  States. 

In  the  final  analysis,  the  most  im- 
portant test  is  whether  people  will  be 
subjected  to  unsafe  pesticide  residues 


after  States  are  preempted.  The  Rob- 
erts amendment  fails  again. 

Under  the  Roberts  amendment,  a 
State  may  petition  EPA  for  the  au- 
thority to  set  a  stronger  standard  in 
the  State.  The  criteria  are  so  strict, 
though,  that  States  cannot  act  to 
remedy  a  serious  health  concern.  The 
Roberts  amendment  only  allows  a 
State  to  address  "local  conditions." 
But,  as  we  all  know,  health  hazards 
presented  by  pesticides  on  food  are  not 
local  matters.  Even  in  the  face  of  new 
scientific  data  identifying  a  pesticide 
as  a  carcinogen.  States  could  do  noth- 
ing under  the  Roberts  amendment. 

In  contrast,  the  Panetta  compromise 
lets  States  set  more  stringent  pesticide 
residue  levels  if  they  present  EPA 
with  new  information  and  EPA  deter- 
mines that  the  stronger  State  stand- 
ard is  necessary  to  protect  human 
health. 

The  Roberts  amendment  does  not 
just  preempt  the  States:  it  endangers 
public  health.  Given  EPA's  current 
track  record,  we  have  no  reason  to  be- 
lieve that  future  EPA  tolerances  will 
adequately  protect  human  health.  The 
Roberts  amendment  preempts  the 
States  nevertheless. 

The  Panetta  compromise  also  pre- 
empts the  States.  But  it  does  so  in  a 
thoughtful  and  balanced  way.  EPA 
will  be  authorized  to  prevent  undue 
disruption  in  our  nationwide  food  mar- 
keting system.  States  will  have  ample 
opportunity  to  make  their  views 
known.  Public  health  will  be  protected 
by  the  mandate  that  EPA  consider  the 
health  concerns  raised  by  the  States 
and  other  interested  parties. 

The  Panetta  compromise  balances 
these  different  interests  in  a  fair  and 
effective  way.  I  urge  support  for  the 
compromise. 

a  1140 

Mr.  GREEN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WAXMAN.  I  am  pleased  to  yield 
to  my  colleague  from  New  York. 

Mr.  GREEN.  Mr.  Chairman,  I  rise  to 
commend  the  gentleman  from  Califor- 
nia for  his  statement  and  to  support 
the  Panetta  compromise.  It  seems  to 
me  that,  particularly  after  the  Su- 
preme Court  decision  in  the  Garcia 
case  in  which  the  Court  just  about 
told  the  case  that  if  they  are  going  to 
be  protected  in  their  traditional  inter- 
governmental immunities  they  must 
look  to  the  Congress  rather  than  the 
courts  for  that  protection,  it  would 
come  with  ill  grace  for  us  now  to  be 
sweeping  the  traditional  rights  that 
States  have  had— the  police  power  of 
the  States  to  protect  the  health  and 
safety  of  their  citizens. 

The  Panetta  amendment  recognizes 
the  traditional  role  of  the  State  in  our 
Federal  system.  The  Panetta  amend- 
ment recognizes  that  States  know- 
better  than  Federal  bureaucrats  here 
in    Washington,    often    at    large    dis- 


tances away,  the  problems  of  their 
citizenry  and  the  local  conditions  that 
they  face. 

At  the  same  time,  the  Panetta  com- 
promise does  indeed  vindicate  the 
right  of  a  national  government  when 
interstate  commerce  is  being  inter- 
rupted to  deal  with  that  situation. 

I  urge  my  colleagues  to  support  the 
Panetta  compromise. 

Mr.  ROBERTS.  Mr.  Chairman.  I 
move  to  .strike  the  requisite  number  of 
words,  and  I  rise  in  opposition  to  the 
Waxman-Panetta  amendment. 

Mr.  Chairman,  I  guess  this  is  Friday 
and  we  are  in  Washington,  we  are  still 
in  session.  I  had  a  little  doubt  there 
for  a  while  because  when  I  am  hearing 
people  like  Charlie  Stenholm,  and 
Pat  Roberts,  and  Tom  Loeffler,  and  a 
Mr.  Bliley  from  Virginia,  and  Mr.  Lott 
and  others  who  are  cosponsors  of  the 
Stenholm -Roberts  approach  are  op- 
posed to  States  rights.  I  thought  it 
might  be  Alice  in  Wonderland,  and  es- 
pecially in  regards  to  the  gentleman 
from  California,  Mr.  Waxman,  who  is  a 
known  defender,  and  rightly  so,  of 
strong  Federal  involvement  to  protect 
public  health  and  has  now  assumed 
the  championship  of  States  rights.  We 
are  a  little  bit  turned  around. 

There  is  nobody  in  this  Congress 
that  is  more  determined  to  protect 
States  rights.  This  is  not  States  rights, 
this  is  States  fights. 

We  had  six  States  in  the  northeast- 
ern part  of  the  United  States  who 
rightly,  who  rightly  were  complaining 
about  the  record  of  the  EPA  in  not 
standing  up  to  the  issue  of  public 
safety.  That  is  what  this  bill  is  all 
about.  That  is  why  we  force  deadlines 
on  the  EPA.  That  is  why  we  mandate 
that  they  take  this  reform. 

Those  six  States,  all  of  them  have 
different  standards  for  EDB.  It  is  a 
matter  of  record,  and  the  same  thing 
now  applies  to  the  preservative  for 
peanuts  and  for  apples. 

If,  in  fact,  that  is  the  case,  if,  in  fact, 
it  is  an  unsafe  pesticide,  let  us  get  it 
through  this  FIFRA  reform  bill,  but 
then  make  the  tolerance  level  for  all 
50  States. 

No  process  for  State  input.  The  gen- 
tleman simply  has  not  read  the 
amendment  or  is  just  reaching  a  dif- 
ferent conclusion.  States  have  every 
opportunity  to  come  in  and  set  strin- 
gent standards.  But  yet,  yes,  the 
burden  of  proof  is  on  that  State,  so 
that  this  State  does  not  set  a  standard 
that  will  disrupt  the  marketing  of 
every  farmer  every  stockman,  every 
food  shipper,  every  consumer  that 
would  like  to  buy  any  products. 

Frost  damage  in  California.  Let  the 
record  show  for  my  good  friend  and 
colleague  from  California,  Mr.  Panet- 
ta, I  am  opposed  to  frost  damage  in 
California,  and  I  am  opposed  to  EPA 
practices  that  would  come  in  and  not 
recognize    the    gentleman's    problem. 
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That  has  been  part  of  the  reason  why 
we  are  so  supportive  of  this  total 
FIPRA  reform  bill. 

Let  me  also  say  that  the  proponents, 
yes.  food  companies  too,  and  the  gen- 
tleman from  California  talks  about 
food  companies,  food  companies  as  if 
it  were  a  pejorative— my  word,  what 
would  the  food  companies  want  unless 
it  were  safe  products  to  market  to  con- 
sumers all  around  America?  Yes,  the 
food  companies  want  our  bill,  the 
Stenholm-Roberts  bill.  But,  as  I  said 
before,  so  do  60  farm  organizations, 
and  60  farm  organizations  oppose  the 
Waxman  amendment  or  the  Waxman- 
Panetta  version  of  this  bill. 

Why?  Because  we  are  all  concerned 
about  public  safety  and  health.  That 
is  why  we  have  the  doggone  bill  in  the 
first  place. 

As  I  indicated  before,  maybe  one  of 
the  big  concerns  is  access  by  the 
public.  State  involvement  prior  to  this 
process  in  terms  of  the  whole  business 
of  uniform  tolerance.  The  gentleman 
from  California  [Mr.  Panetta]  will  try 
to  make  the  argument,  has  made  the 
argument  that  under  Stenholm-Rob- 
erts tolerances  would  be  automatic, 
would  provide  no  opportunity  for 
public  comment.  Read  the  bill.  The 
whole  bill  involves  the  process  of 
public  involvement.  One  of  the  major 
provisions  of  the  bill  is  section  101  en- 
titled preregistration  access  to  data. 
This  enables  public  entities  and  other 
interested  persons  the  opportunity  to 
look  at  health  and  safety  data  and 
allow  them  to  have  all  sorts  of  public 
comment  on  that  data  for  60  days. 
The  whole  bill  does  that. 

So  the  data  that  the  EPA  bases  its 
tolerances  upon  is  available  for  public 
comment. 

Mr.  PANETTA.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  ROBERTS.  I  am  happy  to  yield 
to  the  gentleman  from  California. 

Mr.  PANETTA.  I  thank  the  gentle- 
man for  yielding. 

If  the  gentleman  believes  that  States 
should  be  part  of  the  process,  then 
what  objection  does  the  gentleman 
have  to  allowing  States  to  participate 
in  a  rulemaking  process  before  the 
uniform  standard  is  established? 

Mr.  ROBERTS.  The  only  grounds 
for  denying  a  State  petition  to  estab- 
lish a  different  tolerance  would  be  for 
EPA  to  formally  determine  a  variance 
that  was  unnecessary  to  protect 
human  health.  And,  in  addition,  the 
gentleman  also  says  that  that  action  is 
needed  to  qrevent  significant  disrup- 
tion. The  gentleman  knows  that  no 
EPA  administrator,  and  by  the  way, 
they  have  the  current  authority  to  do 
that  right  now,  but  if  the  gentleman  is 
unhappy  with  the  EPA  now,  no  uni- 
form tolerance  has  ever  been  set  be- 
cause, as  the  gentleman  knows,  no 
EPA  administrator  is  bound  to  do 
that.  So  you  have  to  come  in  with  the 
burden  of  proof  first  to  have  the  uni- 


form tolerance,  and  then  the  State 
comes  in.  If  you  folks  in  California 
have  every  good  reason  to  come  in  for 
more  stringent  tolerances,  hey,  I  will 
join  you.  I  will  go  down  there  to  EPA 
with  your  good  friend  and  your  col- 
league, and  your  Governor,  and  your 
State  health  officials,  and  we  will  go  in 
there  and  we  will  press  for  more  strin- 
gent standards.  But  our  scientific  evi- 
dence has  to  be  at  least  equal  to  the 
scientific  advisory  panel  that  the  gen- 
tleman supported  in  the  whole  FIFRA 
bill. 

Mr.  PANETTA.  Again,  the  gentle- 
man really  has  avoided  an  answer  to 
the  question.  The  basic  question  is 
why  not  allow  the  States  to  partici- 
pate in  the  rulemaking  process.  If  the 
gentleman  wants  to  listen  to  the 
States,  build  the  process  to  let  them 
do  it. 

D  1150 

Mr.  STENHOLM.  Mr.  Chairman.  I 
move  to  strike  the  last  word. 

The  CHAIRMAN.  Without  objec- 
tion, the  gentleman  from  Texas  [Mr. 
Stenholm]  is  recognized  for  5  minutes. 

There  was  no  objection. 

Mr.  STENHOLM.  Mr.  Chairman.  I 
would  like  to  answer  the  question  of 
the  gentleman  from  California  [Mr. 
Panetta]  in  saying  in  the  amendment, 
the  substitute  that  we  offer,  we  pro- 
vide under  section  34(d),  any  State 
may  petition  the  Federal  official  re- 
sponsible for  the  implementation  of 
the  Federal  law  referred  to  ui.der  sub- 
section. We  provide  that. 

We  also  provide  that,  where  there  is 
an  imminent  health  hazard,  that  State 
may  in  fact  move  on  its  own;  but  the 
burden  of  proof  is  on  the  State.  That 
is  the  difference  between  the  gentle- 
man's approach  and  mine. 

The  gentleman's  approach  says,  "Let 
the  State  be  preeminent."  That  is 
where  we  get  into  the  problem  of 
interstate  commerce.  What  we  are 
saying  is,  "Let's  go  through,  let's  give 
the  States,  let's  use  all  of  the  knowl- 
edge and  the  wisdom  provided  in  all  of 
our  States."  Let  us  utilize  that,  but 
let's  do  it  under  a  law  of  uniformity 
that  will  avoid  those  problems  like 
EDB  and  like  some  of  the  other  prob- 
lems we  are  running  into  today,  in 
which  you  have  a  judgment  not  sub- 
stantiated by  scientific  knowledge  and 
reason. 

Mr.  PANETTA.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  STENHOLM.  I  yield  to  the  gen- 
tleman. 

Mr.  PANETTA.  I  thank  the  gentle- 
man for  yielding,  and  I  thank  him  for 
pointing  out  that  provision,  because 
that  provision  is  at  the  heart  of  the 
difference  between  the  Panetta  com- 
promise and  the  Roberts  compromise. 

Essentially.  Mr.  Chairman,  that  peti- 
tion process  only  takes  place  after 
EPA  has  established  the  uniform  tol- 


erance level,  and  it  is  only  at  that 
point  that  the  State  can  then  come  in. 

Under  the  Panetta  compromise,  the 
State  can  present  that  evidence  during 
the  rulemaking  process  leading  to  a 
uniform  standard.  That  is  the  basic 
difference  here. 

Are  you  going  to  listen  to  the  States 
after  the  Federal  Government  has 
acted,  or  are  you  going  to  listen  to  the 
States  before  they  have  acted  to  estab- 
lish a  uniform  tolerance  level? 

Mr.  STENHOLM.  Mr.  Chairman,  if  I 
can  reclaim  my  time,  the  answer  is 
both.  The  Stenholm-Roberts  does 
both.  We  listen  before  and  after  and 
make  them  a  part  of  the  process;  you 
do  not. 

Mr.  SYNAR.  Mr.  Chairman.  I  rise  in 
opposition  to  the  substitute  amend- 
ment. 

Mr.  Chairman,  for  those  who  are 
watching  out  there  in  their  offices  and 
for  those  who  are  following  this 
debate,  this  is  one  of  the  most  inter- 
esting debates  we  are  going  to  have  on 
an  issue  that  involves  not  only  the  Ag- 
riculture Committee  and  those  com- 
mittees that  have  jurisdiction  over  the 
EPA;  and  I  suspect  that  when  the  vote 
finally  comes,  people  are  going  to  rush 
in  here,  and  as  we  too  often  do.  we  are 
going  to  summarize  this  debate  in  the 
context  of.  it  is  a  States  rights  issue,  it 
is  a  non-States  rights  issue;  it  is  an 
issue  of  whether  or  not  there  is  going 
to  be  free  exchange  of  commerce. 

Well,  as  everyone  knows.  I  am  from 
Oklahoma,  and  my  family  has  for 
three  generations  been  involved  in  ag- 
riculture; and  I  would  be  first  in  line 
to  tell  you  the  benefit  that  we  have 
had  from  the  use  of  pesticides  and 
chemicals  in  agriculture;  that  it  has 
helped  make  this  country  the  greatest 
country  in  the  world  in  the  production 
of  food  fiber. 

I  would  also  say  that  there  is  a  great 
growing  concern  in  this  country  with 
respect  to  our  farmers  and  ranchers 
that  maybe  we  have  used  things  in  the 
past  that  may  not  be  in  the  best  long- 
term  health  interests  of  the  public. 

What  is  at  issue  today  is  not  the 
health  risk  of  this  Nation,  because 
there  is  not  a  person  that  will  speak 
on  this  issue  on  either  side  that  will, 
that  could  be  classified  as  someone 
who  is  not  concerned  about  the  protec- 
tion of  the  consumer. 

My  dear  friend  from  Texas,  Mr. 
Stenholm,  has  said  that  this  issue  is 
an  issue  of  uniformity,  an  issue  where 
we  do  not  want  to  have  50  State  stand- 
ards so  that  a  company  would  have  to 
meet  50  different  State  standards  in 
order  to  sell  their  products. 

He  has  also  said  that,  in  his  estima- 
tion, that  this  violates  the  commerce 
clause  of  our  Constitution  and  that 
unless  we  are  able  to  accept  the  Sten- 
holm-Roberts substitute,  we  will  have 
a  violation  of  the  free  exchange  of 
commerce  in  our  country. 
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Well  I  really,  with  all  due  respect, 
must  disagree  with  the  gentleman 
from  Texas  [Mr.  Stenholm],  because  I 
think  the  burden  of  proof  is  on  him, 
Mr.  Chairman,  to  show  that  because 
of  the  present  structure  that  we  have, 
that  there  has  been  that  "interruption 
of  free  exchange  of  commerce." 

Over  the  last  40  years,  only  twice 
have  States  ever  intervened  in  order  to 
try  to  protect  their  citizens  against 
what  they  considered  a  potential  prob- 
lem. Why  did  they  intervene?  Did  they 
intervene  because  they  wanted  to 
overdo  what  the  Federal  Government 
was  doing?  Did  they  want  to  set  a 
standard  that  was  so  high  to  interrupt 
the  exchange  of  those  products?  No. 

The  record  is  very  clear,  and  as 
chairman  of  the  Subcommittee  on  En- 
vironment, Energy,  and  Natural  Re- 
sources which  has  oversight  jurisdic- 
tion over  EPA,  the  reason  that  the 
States  have  intervened,  on  both  occa- 
sions, is  because  the  EPA  has  refused 
to  do  its  job,  very  simply. 

In  the  case  of  EDB,  it  took  them  10 
years,  10  years  to  make  a  decision.  Ten 
years  of  unnecessary  exposure  to  the 
American  public  of  a  product  that  we 
know  is  cancer  causing. 

Now.  I  think  those  who  are  arguing 
for  this  substitute  today  really  have 
the  burden  on  them  to  prove  that  this 
type  of  change,  in  eliminating  the 
States  as  part  of  the  process,  is  neces- 
sary. I  say  that  is  is  not.  In  fact,  I 
think  that  if  one  looks  at  what  the 
oversight  committees  on  EPA  have 
done  in  the  last  couple  of  years,  we 
can  conclude  that  what  the  gentleman 
from  Texas  [Mr.  Stenholm]  and  the 
gentleman  from  Kansas  [Mr.  Rob- 
erts] are  trying  to  do  is  premature. 
Premature. 

Not  only  is  it  unnecessary,  Mr. 
Chairman,  but  it  is  premature  very 
simply  because  the  hearings  have 
pointed  out  time  and  time  again  that 
we  have  a  dismal  failure  of  a  program 
down  at  EPA  in  protecting  the  Ameri- 
can public. 

If  the  American  public  cannot  turn 
to  its  Federal  Government  and  EPA  to 
protect  them,  by  gosh,  we  ought  to  be 
able  to  let  our  State  health  depart- 
ments and  our  States  at  least  protect 
them. 

Now,  this  amendment  may  be  a  good 
amendment  1  year  from  now,  2  years 
from  now,  because  I  think  with  the 
oversight  work  that  we  have  done, 
EPA  is  beginning  to  clean  their  act  up 
in  this  area;  but  it  is  premature. 

So  I  ask  those  who  are  considering, 
and  who  are  watching  this:  Do  not 
summarize  this  issue  as  one  of  the 
commerce  clause  or  States  rights,  do 
not  summarize  it  as  being  pro  health 
protection  or  antihealth  protection,  or 
proagriculture  or  antiagriculture  or 
pro  commerce  or  anticommerce. 

Look  at  the  structure  that  exists 
today  in  this  country.  Look  at  what 
exists  at  EPA.  Look  at  their  failure. 


Look  at  their  track  record.  Anyone 
who  would  objectively  look  at  that 
would  take  great  credence  in  the  fact 
that  we  are  going  to  allow  our  States 
to  do  that. 

Mr.  DINGELL.  Mr.  Chairman,  I 
move  to  strike  the  requisite  number  of 
words,  and  I  rise  in  support  of  the  Pa- 
netta  amendment. 

Mr.  Chairman,  as  indicated,  I  rise 
today  to  urge  my  colleagues  to  vote  for 
the  Panetta  amendment  to  Roberts- 
Stenholm. 

I  am  keenly  aware  of  the  problems 
and  the  disruption  to  commerce  which 
can  result  when  pesticides  are  not  uni- 
formly treated  nationally,  and  I  recog- 
nize the  strong  need  to  do  so;  but  I  am 
also  very  much  concerned  about  the 
need  of  States  to  participate  in  this 
process  for  the  protection  of  their  citi- 
zens, and  the  needs  of  individual 
States  to  exercise  their  powers  to  pro- 
tect their  citizens  in  special  circum- 
stances. 

I  find  the  provisions  of  the  Roberts- 
Stenholm  amendment  to  be  deficient 
in  this  particular.  I  believe  there  are 
other  reasons  to  support  the  amend- 
ment offered  by  the  gentleman  from 
California  [Mr.  Panetta];  and  that  is 
that  new  information  must  be  able  to 
be  utilized  when  it  comes  from  science 
into  Government,  both  to  strengthen 
the  requirements  of  regulations  with 
regard  to  pesticide  applications  and 
pesticide  residue. 

Failure  to  do  this  raises  real  possibil- 
ity that  essentially  the  law  will  find 
that  it  freezes  in  place  provisions 
which  provide  either  inadequate  pro- 
tection for  consumers  or  inadequate 
opportunity  for  liberalization  of  exist- 
ing rules  and  regulations,  to  enhance 
the  needs  of  agriculture,  to  protect  the 
producers  or  to  afford  processors  of 
food  the  opportunities  to  move  for- 
ward with  substances  which  might 
otherwise  be  banned,  either  in  toto  or 
in  sufficient  part  as  to  cause  an  ad- 
verse situation  with  regard  to  the  food 
distribution  chain. 

I  believe  that  my  colleague  from 
California,  Mr.  Panetta,  has  worked 
hard  to  compromise  a  difficult  prob- 
lem. His  actions,  I  believe  would  bal- 
ance the  need  to  safeguard  human 
health  against  the  need  to  protect 
interstate  commerce. 

I  find  no  prejudice  to  the  free  flow 
of  goods  across  our  State  line  under 
the  Panetta  substitute.  The  amend- 
ment acknowledges  both  the  delibera- 
tive processes  of  EPA  and  the  historic 
rights  of  the  States  to  participate 
when  necessary  not  only  in  the  deci- 
sionmaking process,  but  also  in  the 
protection  of  their  citizens  from  spe- 
cial circumstances. 

D  1200 

It  also  sets  reasonable  standards 
when  non-Federal  tolerances  can  be 
overturned.  It  permits  the  use  of  new 
information  in  a  speedy  way,  but  it 


protects  processors  from  frivolity,  friv- 
olous misbehavior,  unwise  interven- 
tion, the  actions  of  cranks,  and  it  en- 
sures that  the  actions  of  EPA  will  be 
taken  in  instances  of  this  kind  in  a  de- 
liberative and  a  careful  fashion  to 
ensure  that  new  information  enters 
the  decisionmaking  process  in  a  timely 
fashion. 

Regrettably,  both  the  committee  bill 
and  the  Roberts-Stenholm  amend- 
ment are  deficient  in  these  circum-' 
stances.  The  balances  and  the  safe- 
guards that  I  find  in  the  Panetta 
amendment  are  not  present  in  the 
Roberts-Stenholm  amendment. 

I  urge  my  colleagues  very  strongly  to 
support  the  Panetta  amendment.  It 
does  no  hurt  to  industry  but  it  affords 
a  necessary  balance  to  the  process  and 
it  assures  necessary  protection  to  citi- 
zens and  an  assurance  to  citizens  and 
industry  alike  that  the  process  will 
work  fairly  for  the  benefit  and  the 
protection  of  all. 

Mr.  Chairman,  I  yield  back  the  bal- 
ance of  my  time. 

Mr.  DURBIN.  Mr.  Chairman,  I  move 
to  strike  the  requisite  number  of 
words. 

Let  me  say  at  the  outset  that  I  find 
myself  in  a  difficult  position  on  this 
particular  amendment  because  I  have 
such  high  regard  for  the  various  pro- 
ponents of  both  sides.  I  know  them 
from  my  experience  on  the  House 
Committee  on  Agriculture  to  be  people 
of  good  will  who  are  genuinely  looking 
for  solutions  to  very  difficult  prob- 
lems. 

I  might  also  add  that  this  bill  is  long 
overdue.  I  want  to  salute  my  colleague, 
Berkley  Bedell  of  Iowa,  for  his 
yeoman  efforts  to  make  certain  that 
this  issue  comes  before  the  Congress. 

Let  me  add  one  other  footnote 
before  I  address  this  particular  amend- 
ment. I  am  a  member  of  the  Commit- 
tee on  Appropriations  and  as  such  we 
have  jurisdiction  over  the  Food  and 
Drug  Administration.  This  bill  is  a 
necessary  effort  by  the  Congress  to  ad- 
dress domestic  standards  in  the  United 
States  for  the  application  of  pesticides 
and  the  like.  But  let  us  not  overlook 
the  fact  that  we  in  America  consume 
so  many  products,  particularly  fruits 
and  vegetables  imported  from  over- 
seas, that  the  inspection  standards 
that  are  being  applied  to  them  do  not 
necessarily  meet  the  level  which  most 
Americans  would  be  happy  to  hear. 

For  instance,  I  was  advised  by  the 
Administrator  of  the  FDA  that  only  3 
percent,  3  percent  of  the  fruits  and 
vegetables  imported  into  the  United 
States  are  inspected  to  determine 
what  kind  of  pesticide  residue  levels 
they  bring  to  the  consumers  at  our 
stores.  And  of  that  3  percent  that  are 
inspected,  30  percent  are  in  noncom- 
pliance. Almost  a  third  of  the  import- 
ed fruits  and  vegetables  that  we  eat  do 
not  meet  the  standards  that  we  are 
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now  establishing  for  domestic  produc- 
ers in  our  country. 

This  speaks  not  only  to  the  necessity 
of  this  bill  but  to  address  the  very  real 
need  to  make  certain  that  we  look  to 
our  imports  as  well. 

Now.  I  come  from  a  farming  area  in 
Illinois,  and  there  is  a  genuine  con- 
cern. The  concern— and  I  might  ad- 
dress my  question  first  to  the  gentle- 
man from  California:  the  concern  is 
this,  if  in  fact  we  harvest  our  corn  or 
soybeans,  if  we  apply  some  pesticide  in 
the  process,  if  we  are  going  to  put  our 
product  into  national  or  international 
commerce,  what  protects  us  from  the 
possibility  that  one  State  might  say. 
■'We  are  establishing  a  standard  where 
your  pesticide  that  you  used  in  Illinois 
on  the  corn  or  the  soybean  crop  is  un- 
acceptable," thereby  making  certain 
that  our  product  that  we  would  other- 
wise like  to  sell  in  commerce  could  not 
be  exported  to  that  State?  What  pro- 
tection is  there  for  that  producer? 

Mr.  PANETTA.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  DURBIN.  I  would  be  happy  to 
yield  to  the  gentleman  from  California 

[Mr.  P.ANETTAl. 

Mr.  PANETTA.  I  thank  the  gentle- 
man for  yielding. 

That  is  the  exact  problem  that  I 
think  the  Roberts  amendment  tries  to 
legitimately  address,  which  is  the 
interruption  in  interstate  commerce, 
and  the  need  for  a  uniform  standard. 
What  this  proposal,  my  compromise. 
tries  to  do  is  to  require  for  the  first 
time  in  clear  law  that  the  EPA  shall 
establish  uniform  standards.  But  it 
goes  beyond  that  because  it  says  that 
where— .and  I  address  the  gentleman 
specifically  to  page  2  of  the  amend- 
ment MKc^— where  any  interested 
person,  be  it  a  farmer,  be  it  a  compa- 
ny, be  it  a  retailer,  whatever,  any  in- 
terested person  may  petition  the  Ad- 
ministrator for  the  issuance  of  a  regu- 
lation, in  other  words  for  the  issuance 
of  a  uniform  standard  and  the  Admin- 
istration shall— this  is  not  ■may."  not 
a  discretionary  power  on  the  part  of 
EPA— the  Administrator  shall  within 
180  days  of  the  submission  of  that  pe- 
tition determine  if  the  regulation  pro- 
posed in  the  petition  meets  the  crite- 
ria we  lay  out  within  the  legislation. 

So  we  have  built  in  a  mandate,  a 
mandate,  a  clear  mandate  that  when  a 
petition  is  filed  for  a  uniform  stand- 
ard, the  head  of  the  EPA  must  move 
within  180  days. 

Mr.  DURBIN.  If  the  gentleman 
would  continue  this  dialog,  I  am  con- 
cerned about  the  case  where  such  a 
petition  is  filed  and  let  us  say  that  the 
Illinois  corn  producer  is  concerned 
about  the  established  standard  in 
some  State,  and  has  petitioned  the 
EPA,  is  now  waiting  for  the  180-day 
period  to  expire  and  for  the  decision 
to  be  made,  what  if  EPA  for  lack  of  re- 
sources or  staff  fails  to  make  that  deci- 
sion within   180  days,  what  recourse 


does  that  producer  or  farmer  have  to 
make  certain  that  he  has  his  day  in 
court? 

Mr.  PANETTA.  Mr.  Chairman,  will 
the  gentleman  continue  to  yield? 

Mr.  DURBIN.  I  yield  to  the  gentle- 
man. 

Mr.  PANETTA.  Like  any  clear  man- 
date that  we  establish  in  law  where  we 
say  the  Administrator  shall,  if  the  Ad- 
ministrator fails  to  do  that,  then  the 
recourse  is  to  go  to  court  and  get  an 
order  to  require  that  the  Administra- 
tor abide  by  the  clear  statement  in  the 
law.  So  the  most  we  can  do  in  any  in- 
stance is  make  it  a  mandatory  require- 
ment on  the  part  of  the  Administrator 
and  then  if  the  Administrator,  in  view 
of  that  clear  mandate,  turns  away 
from  it,  then  a  court  can  clearly  order 
the  Administrator  to  proceed. 

Mr.  ROBERTS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  DURBIN.  I  would  be  happy  to 
yield  to  the  gentleman  from  Kansas. 

Mr.  ROBERTS.  I  thank  the  gentle- 
man for  yielding. 

I  would  like  to  respond,  if  I  could. 
That  is  the  basic  difference  in  this  ap- 
proach. Under  the  Stenholm-Roberts 
approach,  uniform  tolerance  is  the 
norm,  and  States  may  come  back  for 
more  stringent  kinds  of  tolerances. 

(On  request  of  Mr.  Roberts  and  by 
unanimous  consent.  Mr.  Durbin  was 
allowed  to  proceed  for  2  additional 
minutes.) 

Mr.  ROBERTS.  Under  the  Panetta 
substitute  or  amendment,  let  me 
repeat  again  the  agency  may— .t  is  dis- 
cretionary with  the  Administrator- 
may  grant  uniformity  only  after  certi- 
fying. No.  1.  that  action  is  needed  to 
prevent  significant  disruption  in  inter- 
state commerce.  Now.  I  do  not  know 
whether  or  not  the  EPA  Administra- 
tor would  thmk  that  your  corn  pro- 
ducers and  the  problems  they  would 
go  through  with  EDB,  which  was  the 
ca.se  in  the  past  year— and  we  do  not 
use  any  EDB  anymore,  that  is  not  the^ 
case— or  maybe  the  peanut  grower  or 
maybe  the  apple  grower  in  regard  to 
one  pesticide  that  is  under  question 
now,  I  do  not  know  if  he  is  going  to  act 
or  not  because  I  do  not  know  to  what 
extent  a  significant  disruption  would 
amount  to.  But  I  doubt  it. 

Then  the  second  requirement  is  vari- 
ations from  the  tolerance  are  not  nec- 
essary to  protect  human  health. 

We  have  heard  a  lot  of  talk  about 
EPA  here  and  how  they  drag  their 
feet  and  have  not  acted.  What  EPA 
Administrator  is  going  to  do  that 
knowing  he  is  going  to  face  a  court 
case?  I  submit  to  you  that  your  corn 
producer  would  know,  under  the  Sten- 
holm-Roberts approach,  that  the 
norm  is  in  fact  tolerance.  He  could 
predict  that  that  pesticide  used  on  his 
crop  would  in  fact,  after  it  is  washed 
clean  through  this  whole  FIFRA 
reform  process,  that  he  could  use  that 
and  market  his  crop. 


Now,  EPA  currently  has  such  discre- 
tionary power  to  assert  uniformity. 
Did  they  do  it  with  EDB?  No.  Did  they 
do  it  with  daminozide,  I  think  it  is 
called,  which  is  the  pesticide  that  was 
used?  We  are  right  now  in  that  proc- 
ess. Maine  and  Massachusetts  have 
different  uses  for  that  product.  What 
does  the  peanut  grower  have  to  do? 
What  does  the  apple  grower  have  to 
do?  What  we  want  to  do  is  to  get  that 
chemical  washed  through  this  process 
and  declare  it  safe.  Under  our  ap- 
proach that  producer  is  protected  be- 
cause the  tolerance  is  uniform.  Under 
the  other  approach  it  is  discretionary 
and  the  producer  is  left  simply  hang- 
ing in  the  air. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Illinois  has  expired. 

(By  unanimous  consent,  Mr.  Durbin 
was  allowed  to  proceed  for  2  additional 
minutes.) 

Mr.  DURBIN.  If  I  may  ask  my  col- 
league from  Kansas— what  confidence 
does  he  have  if  we  were  establishing 
responsibility  of  the  Federal  EPA  to 
set  these  standards,  that  they  either 
have  the  resources  or  the  will  to  do  so? 
I  have  to  share  the  feelings  of  the 
speech  made  by  my  colleague,  Mr. 
Syn.ar  of  Oklahoma,  that  to  this  date 
the  EPA  because  either  of  volume  of 
work  or  of  policy  decisions  made  has 
not  shown  the  initiative  to  establish 
the  standard  in  the  very  case  that  the 
gentleman  mentioned.  EDB. 

Mr.  ROBERTS.  Mr.  Chairman,  will 
the  gentleman  continue  to  yield? 

Mr.  DURBIN.  I  would  be  happy  to 
vieid. 

Mr.  ROBERTS.  I  thank  the  gentle- 
man. 

That  IS  precisely  the  concern  of  this 
gentleman.  It  was.  over  the  past  4 
years  in  working  with  Mr.  Brown  and 
working  w'ith  Mr.  Bedell  to  give  the 
Office  of  Pesticide  Programs  and  En- 
forcement. Dr.  John  Moore,  the  ability 
to  do  this.  I  was  part  of  an  effort  to 
provide  the  Moore  funds  for  more  per- 
sonnel to  do  this.  That  is  why  we  are 
going  through  user  fees  to  pay  for  it. 

This  legislation  at  best  is  a  deadline 
enforcement  bill,  if  you  will,  to  get 
EPA  to  do  its  job.  For  those  who  want 
that  part  of  it.  once  we  get  there  from 
here  and  force  EPA  to  do  that  job. 
then  it  seems  to  us  that  that  tolerance 
level  should  be  uniform  in  all  50 
States. 

We  are  going  to  do  that  job. 

Mr.  DURBIN.  I  thank  the  gentle- 
man. 

Mr.  STENHOLM.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  DURBIN.  I  would  be  happy  to 
yield  to  my  colleague  from  Texas. 

Mr.  STENHOLM.  I  thank  the  gen- 
tleman for  yielding. 

Mr.  Chairman.  I  think  the  gentle- 
man brings  up  the  fundamental  ques- 
tion, and  I  hope  that  the  gentleman  is 
not  satisfied  with  the  answer  Mr.  Pa- 
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Chairman, 


NETTA  gave  him  regarding  his  amend- 
ment and  its  approach  to  that  ques- 
tion, the  disruption,  because  he  does 
not  provide  for  it.  We  do  within  our 
amendment.  In  that  situation  where  a 
corn  grower  in  Illinois  has  raised  and 
produced  a  crop  and  has  entered  it 
into  the  commerce  into  the  sale  proc- 
ess and  a  State  determines  that  some- 
thing is  wrong  with  that  particular 
corn  because  of  some  misapplication 
or  something  that  has  been  derived 
scientifically,  we  provide  in  our 
amendment  that  a  State  may  petition 
and  within  10  days  action  be  granted, 
within  10  days.  Now,  the  gentleman 
from  California  has  told  you  that  at 
that  point  there  is  180  days  in  which 
the  administrator  may,  not  shall,  may 
promulgate  the  regulations. 

Mr.  DURBIN.  If  I  may  reclaim  my 
time.  I  think  the  language  is  mandato- 
ry, it  uses  the  word  "shall."'  I  thank 
the  gentleman. 

Mr.  Chairman,  I  yield  back  the  bal- 
ance of  my  time. 

Mr.  mIlLER  of  California.  Mr. 
Chairman.  I  move  to  .strike  the  requi- 
site number  of  words,  and  I  rise  in  sup- 
port of  the  Panetta  amendment. 

Mr.  Chairman  and  Members  of  the 
House.  I  rise  in  support  of  the  Panetta 
compromise  amendment  which  I  think 
strikes  that  balance  between  the 
rights  of  the  States,  to  govern  and  to 
protect  its  citizen.s  and  the  need  for  in- 
dustry to  make  sure  that  the  stream  of 
commerce  can  be  continued. 

I  think  that  position  as  outlined 
struck  support  within  the  National 
Governors  A.ssociation  which  has  gone 
on  record  as  supporting  the  Panetta 
approach,  to  a  number  of  Governors 
who  have  taken  it  upon  themselves  to 
write  the  Congress  m  support  of  the 
Panetta  approach,  including  the  State 
of  Massachusetts.  Vermont,  Wiscon- 
sin, New  .Jersey,  South  Carolina,  West 
Virginia,  Minnesota.  New  York,  Flori- 
da, Maine.  Texas.  California,  my  own 
Governor  has  taken  time  out.  It  is  bi- 
partisan. I  think  they  recognize  it. 
You  are  talking  about  some  of  the 
major  agricultural  States  in  this  coun- 
try and  States  also  that  are  very  di- 
verse in  their  agricultural  products 
and  putting  them  into  the  streams  of 
commerce  throughout  the  entire  year 
for  a  number  of  different  uses. 

We  also  see  that  this  compromise 
has  struck  that  balance  between  the 
agricultural  community,  the  chemical 
community  and  the  environmental 
community.  The  fact  of  the  matter  is 
it  allows  something  that  so  many 
people  historically  have  gotten  up  and 
asked  for,  that  is  the  continue  right  of 
local  governments  to  exercise  this  pre- 
rogative and  to  be  effective.  And  if  you 
do  not  go  for  this,  what  you  really 
have  is  the  notion  that  the  States  are 
an  afterthought,  after  the  Federal 
Government  makes  up  its  mind,  after 
the  Federal  Government  has  complet- 
ed a  process  that  may  or  may  not  be 


effective,  that  may  or  may  not  lend 
itself  to  local  consideration,  then  the 
States  are  brought  in  after  that. 

The  Panetta  amendment  is  very  rea- 
sonable, it  has  been  worked  out  after 
weeks  and  weeks  of  negotiation,  and  I 
think  that  the  House  ought  to  support 
this  and  let  us  move  on  and  get  what  is 
a  very,  very  important  piece  of  legisla- 
tion in  terms  of  the  protections  of  the 
consumers,  of  our  food  products  in 
this  country.  We  have  gone  through 
the  hassle  of  EDB  where  it  took  ill- 
nesses on  the  part  of  workers,  on  the 
part  of  consumers,  the  daminozide 
where  we  now  see  our  children  threat- 
ened with  the  possibility  of  cancer- 
producing  agents  in  their  bodies, 
where  we  saw  foot-dragging,  where  we 
saw  States  sought  to  respond  and  did. 
The  fact  of  the  matter  is  we  have  not 
seen  great  disruption  where  even  more 
leeway  is  given  currently  to  the  States 
than  would  be  given  under  the  Panet- 
ta amendment. 

Finally.  I  would  like  to  thank  Con- 
gressman Bedell,  who  I  think  has 
done  an  outstanding  job  in  processing 
this  legislation,  getting  it  to  the  floor 
before  we  adjourn  so  we  can  address 
this.  I  would  hope  that  my  colleagues 
would  understand  that  the  Panetta 
amendment  is  supported  by  the  Na- 
tional Governors  Association.  I  believe 
they  only  take  a  position  when  two- 
thirds  of  the  members  go  on  record  fa- 
voring that  position:  that  they  repre- 
sent both  consumer  States  and  large 
agricultural  States,  diver.se  agricultur- 
al States.  It  also  reconciles  both  the 
industry  and  consumers. 

I  would  just  hope  that  we  would 
come  to  a  vote  on  this,  we  would  do  it 
with  a  great  sense  of  urgency  and  in 
understanding  that  the  Panetta 
amendment  allows  that  process  to  con- 
tinue to  work  with  the  best  interests 
of  our  consimiers  at  heart. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  California  [Mr.  Panetta]  to 
the  amendment  offered  by  the  gentle- 
man from  Kansas  [Mr.  Roberts]. 

The  question  was  taken,  and  the 
Chairman  announced  that  the  ayes 
appeared  to  have  it. 

RECORDED  VOTE 

Mr.  STENHOLM.  Mr.  Chairman.  I 
demand  a  recorded  vote. 
A  recorded  vote  was  ordered. 
The   vote   was   taken   by   electronic 
device,  and  there  were— ayes  157.  noes 
183,  not  voting  91.  as  follows: 
[Roll  No.  398] 
AYES-157 


Ackcrman 

Bogsss 

Carper 

Anderson 

Boner  (TN) 

Chapman 

Annunzio 

Bonior  (MI  > 

Coble 

Atkins 

Bonker 

Coleman  (TX) 

AuCoin 

Borski 

Collins 

Barnes 

Bosco 

Conte 

Bates 

Boxer 

Coughlin 

Bedell 

Brooks 

Courier 

Beilenson 

Bruce 

Coyne 

Berman 

Bryant 

Daschle 

Boehlert 

Carney 

Dellums 

Derrick 

Kostmayer 

Rodino 

Dicks 

LaFalce 

Roe 

Dingell 

Lantos 

Roemer 

Donnelly 

Leland 

Rose 

Dorgan  (ND) 

Levin  (MI) 

Roukema 

Downey 

Levine  (CA) 

Roybal 

Durbin 

Lipinski 

Sabo 

Dwyer 

Long 

Savage 

Eckart  (OH) 

Lowry  IWA) 

Saxton 

Edwards  (CA) 

Lundine 

Scheuer 

Evans  (ID 

Markey 

Schneider 

Fascell 

Martinez 

Schroeder 

Feighan 

Matsui 

Schumer 

Fish 

Mavroules 

Seiberling 

Florio 

McCain 

Sharp 

Foglietta 

McHugh 

Sikorski 

Foley 

McKernan 

Smith  (FL) 

Ford  (MI) 

Meyers 

Smith  (NJ) 

Frank 

Mica 

Smith,  Robert 

Frost 

Miller  (CA) 

(NH) 

Gallo 

Miller  (WA) 

Snowe 

Gaydos 

Mineta 

Solarz 

Gejdenson 

Mitchell 

Sprat  t 

Gonzalez 

Moakley 

St  Germain 

Gray  (IL) 

Molinari 

Staggers 

Gray  (PA) 

Morrison  (CT) 

Stark 

Green 

Murtha 

Swift 

Guarini 

Neal 

Synar 

Hall  (OH) 

Nowak 

Torres 

Hayes 

Oberstar 

Torricelli 

Hertel 

Obey 

Towns 

Howard 

Olin 

Traficant 

Hoyer 

Owens 

Vcnto 

Huckaby 

Panetta 

Walgren 

Hughes 

Pease 

Waxman 

Hutto 

Pepper 

Weaver 

Jacobs 

Pickle 

Wheal 

Jeffords 

Price 

Wise 

Kastenmeier 

Rahall 

Wolpe 

KenneHy 

Range! 

Wyden 

Kildee 

Reid 

Yales 

Kleczka 

Rinaldo 
NOES-183 

Alexander 

Flippo 

McDade 

.\ndrpws 

Frenzel 

McEwen 

Anthony 

Gekas 

McGrath 

Applegate 

Gilman 

McKmne^' 

.Archer 

Glickman 

McMillan 

.Armey 

Goodling 

Michel 

Bartlelt 

Gordon 

Miller  (OH) 

Baieman 

Gunderson 

Mollohan 

Bennett 

Hall.  Ralph 

Montgomery 

Bentley 

Hamilton 

Moorhead 

Bereuter 

Hammer.>:chmidt  Morrison  iWA) 

Bevill 

Hatcher 

Murphy 

Bilirakis 

Hendon 

Myers 

Bliiey 

Henry 

Natcher 

Boulter 

Holt 

Nelson 

Broor.ifield 

Hopkins 

Nichols 

Brown  (CO) 

Horton 

Nielson 

Burton  (IN) 

Hubbard 

Oxley 

Byron 

Hunter 

Parris 

Callahan 

Hyde 

Pashayan 

Carr 

Jenkins 

Penny 

Chandler 

Johnson 

Perkins 

Chappie 

Jones  (NO 

Petri 

dinger 

Jones  (TN) 

Porter 

Coats 

Kanjorski 

Pursell 

Coelho 

Kaptur 

Ray 

Coleman  (MOi 

Kasich 

Regula 

Combest 

Kolter 

Ridge 

Craig 

Kramer 

Ritler 

Crane 

L,agomarsino 

Roberts 

Daniel 

I^ach  iIA) 

Robinson 

Darden 

LeathiTXi 

Rogers 

Daub 

I^ehman  (CA) 

Roth 

Davis 

Lightfoot 

Rowland  (CT) 

de  la  Garza 

Livingston 

Rowland  (GA) 

DeLay 

Lloyd 

Sensenbrenner 

DeWine 

Lowery  (CA) 

Shaw 

DioGuardi 

Lujan 

Shelby 

Dornan  ( CA  i 

Luken 

Shumway 

Dreier 

Lungren 

Shustcr 

Duncan 

Mack 

Sisisky 

Dyson 

MacKay 

Skeen 

Eckert  (NY) 

Manton 

Skelton 

Edwards  (OK) 

Marlenee 

Slatlery 

Emerson 

Martin  (IL) 

Slaughter 

English 

Martin  (NY) 

Smith  (lA) 

Erdreich 

Mazzoli 

Smith  (NE) 

Evans (lA) 

McCandless 

Smith.  Denny 

Pawell 

McCloskey 

(OR) 

Fiedler 

McCollum 

Smith.  Robert 

Fields 

McCurdy 

(OR) 
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Snyder 

Solomon 

Spence 

Stalhngs 

Stenholm 

Strang 

Stump 

Sundquist 

Sweeney 

Swindall 

Tauke 


Akaka 

Aspin 

Badham 

Barnard 

Barton 

Biaggi 

Boland 

Boucher 

Breaux 

Brown  (CA) 

Burton  (CA) 

Bustamante 

Campbell 

Chappell 

Cheney 

Clay 

Cobey 

Conyers 

Coof>er 

Crockett 

Dannemeyer 

Dickinson 

Dixon 

Dowdy 

Dymally 

Early 

Edgar 

Fazio 

Ford  (TN) 

Fowler 

Franklin 
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Tauzin 

Taylor 

Thomas  (GA) 

Valentine 

Vander  Jagt 

Visclosky 

Volkmer 

Vucanovich 

Walker 

Watkins 

Weber 


Whittaker 

Whitten 

Williams 

Wolf 

Wortley 

Wrighl 

Wylie 

Young  (AK) 

Young (FLi 

Young  (MO) 


NOT  VOTING-91 


Fuqua 

Garcia 

Gephardt 

Gibbons 

Gingrich 

Gradison 

Gregg 

Grotberg 

Hansen 

Hartnett 

Hawkins 

Hefner 

Hiler 

Hillis 

Ireland 

Jones  (OK) 

Kemp 

Kindness 

Kolbe 

Latta 

Lehman  (FL) 

Lent 

Lewis  (CA) 

Lewis  (FL) 

Loeffler 

Lott 

Madigan 

Mikulski 

Monson 

Mo<xly 

Moore 


Mrazek 

Oakar 

Ortiz 

Packard 

Quillen 

Richardson 

Rostenkowski 

Rudd 

Russo 

Schaefer 

Schuette 

Schulze 

Siljander 

Stangeland 

Stokes 

Stratton 

Studds 

Tallon 

Thomas  (CA) 

Traxler 

Udall 

Waldon 

Weiss 

Whitehurst 

Whitley 

Wilson 

Wirlh 

Yatron 

Zschau 


D  1225 

The  Clerk  announced  the  following 
pair: 

On  this  vote: 

Mr.  Russo  for.  with  Mr.  Barnard  against. 

Messrs.  LIPINSKI,  MILLER  of 
Washington.  GONZALEZ,  and  PRICE 
changed  their  votes  from  no"  to 
"aye." 

So  the  amendment  to  the  amend- 
ment was  rejected. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

PERSONAL  EXPLANATION 

Mr.  WEISS.  Mr.  Chairman,  on  roll- 
call  No.  398.  the  Panetta  amendment 
to  H.R.  2482.  had  I  been  present— and 
I  missed  that  vote  because  of  congres- 
sional business  off  the  Hill— I  would 
have  voted  "aye." 

D  1235 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Texas  [Mr.  Stenholm]  as  a 
substitute  for  the  amendment  offered 
by  the  gentleman  from  Kansas  [Mr. 
Roberts]. 

The  amendment  offered  as  a  substi- 
tute for  the  amendment  was  agreed  to. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Kansas  [Mr.  Roberts],  as 
amended. 

The  question  was  taken:  and  the 
chairman  announced  that  the  ayes  ap- 
peared to  have  it. 


RECORDED  VOTE 

Mr.  PANETTA.  Mr.  Chairman.  I 
demand  a  recorded  vote. 

A  recorded  vote  was  ordered. 

The  vote  was  taken  by  electronic 
device,  and  there  were— ayes  214,  noes 
121,  not  voting  96.  as  follows: 

[Roll  No.  399] 


Alexander 

Andrews 

Annunzio 

Anthony 

Applegate 

Archer 

Armey 

Bartlett 

Bateman 

Bedell 

Bennett 

Bentley 

Bereuter 

Bevill 

Bilirakis 

Bliley 

Boggs 

Bonker 

Bosco 

Boulter 

Brooks 

Broomfield 

Brown  (CO) 

Bryant 

Burton  (IN) 

Byron 

Callahan 

Carper 

Carr 

Chandler 

Chapman 

Chappie 

Clinger 

Coats 

Coble 

Coelho 

Coleman  (MO) 

Coleman  (TX) 

Combest 

Craig 

Crane 

Daniel 

Dardeh 

Daub 

Davis 

de  la  Garza 

DeLay 

Derrick 

DeWine 

Dicks 

DioGuardi 

Donnelly 

Dorgan  (NO) 

Doman  (CA) 

Dreier 

Duncan 

Durbin 

Dyson 

Eckert  (NY) 

Edwards  (OK) 

Emerson 

English 

Erdreich 

Evans (lA) 

Fiedler 

Fields 

Flippo 

Foley 

Frenzel 

Frost 

Gaydos 

Gejdenson 

Gekas 


Ackerman 

Anderson 

Atkins 

AuCoin 

Barnes 

Bates 

Beilenson 

Berman 


AYES-214 

Oilman 

Glickman 

Goodling 

Gordon 

Gray  ( ID 

Gunderson 

Hamilton 

Hammerschmidt 

Hatcher 

Hendon 

Henry 

Holt 

Hopkins 

Horton 

Hubbard 

Huckaby 

Hutto 

Jenkins 

Johnson 

Jones  (NCi 

Jones  (TNI 

Kanjorski 

Kaptur 

Kasich 

Kolter 

Kramer 

Lagomarsino 

Leach  (lA) 

Leath  (TX) 

Lehman  (CA) 

Lightfoot 

Lipinski 

Livingston 

Lloyd 

Long 

Lowery  ( CA ) 

Lujan 

Luken 

Lungren 

Mack 

MacKay 

Manton 

Marlenee 

Martin  (ID 

Martin  (NY) 

Mazzoli 

McCandless 

McCloskey 

McCollum 

McCurdy 

McDade 

McEwen 

McHugh 

McKinney 

McMillan 

Mica 

Michel 

Miller  (OH) 

Mollohan 

Montgomery 

Moorhead 

Morrison  (WA) 

Murphy 

Murtha 

Myers 

Natcher 

Neal 

Nelson 

Nichols 

Nielson 

Oxley 

Panetta    . 

Parris 

NOES-121 

Boehlert 

Bonier  (MI) 

Borski 

Boxer 

Bruce 

Carney 

Collins 

Conte 


Pashayan 

Pepper 

Perkins 

Petri 

Pickle 

Price 

Pursell 

Rahall 

Ray 

Regula 

Ridge 

Ritter 

Roberts 

Robinson 

Rogers 

Rose 

Roth 

Rowland  (CT) 

Rowland  (GA) 

Sensenbrenner 

Sharp 

Shaw 

Shelby 

Shumway 

Shuster 

Sisisky 

Skeen 

Skelton 

Slattery 

Slaughter 

Smith  (lA) 

Smith  (NE) 

Smith.  Denny 

(OR) 
Smith.  Robert 

(NH) 
Smith.  Robert 

(OR) 
Snyder 
Solomon 
Spence 
Spratt 
Stallings 
Stenholm 
Strang 
Stump 
Sundquist 
Sweeney 
Swindall 
Tauke 
Tauzin 
Taylor 

Thomas  (GA) 
Traficant 
Valentine 
Vander  Jagt 
Visclosky 
Volkmer 
Vucanovich 
Walker 
Weber 
Whittaker 
Whitten 
Williams 
Wolf 
Wortley 
Wright 
Wylie 

Young  (AK) 
Young (FL) 
Young  (MO) 


Coughlin 

Courier 

Coyne 

Daschle 

Dellums 

Downey 

Dwyer 

Eckart  (OH) 


Edward.s  (CA) 

Levine  (CA) 

Roybal 

Evans (IL) 

Lowry  (WA) 

Sabo 

Fascell 

Lundine 

Savage 

Fawell 

Markey 

Saxlon 

Feighan 

Martinez 

Scheuer 

Fish 

Matsui 

Schneider 

Florio 

Mavroules 

Schroeder 

Poglietta 

McCain 

Schumer 

Ford  (MI) 

McGrath 

Seiberling 

Frank 

McKernan 

Sikorski 

Gallo 

Meyers 

Smith  (FL) 

Gonzalez 

Miller  (WA) 

Smith  (NJ) 

Gray  (PA) 

Mineta 

Snowe 

Green 

Mitchell 

Solarz 

Guarini 

Moakley 

St  Germain 

Hall  (OH) 

Molinari 

Staggers 

Hayes 

Moody 

Stark 

Hertel 

Morrison  (CTi 

Swift 

Howard 

Nowak 

Synar 

Hoycr 

Oberstar 

Torricelli 

Hughes 

Obey 

Towns 

Hyde 

Ol.n 

Vcnto 

Jacobs 

Owens 

Wal^rcn 

Jeffords 

Pease 

Waxman 

Kastenmeier 

Penny 

Weaver 

Kennelly 

Porter 

Weiss 

Kildee 

Rangel 

Wheat 

Kleczka 

Reid 

Wise 

Kostmayer 

Rinaldo 

Wolpe 

LaFalcc 

Rodino 

Wyden 

Lantos 

Roe 

Yates 

Leland 

Roemer 

Levin  (MI) 

Roukema 

NOT  VOTING- 

-96 

Akaka 

Franklin 

Monson 

Aspin 

Fuqua 

Moore 

Badham 

Garcia 

Mrazek 

Barnard 

Gephardt 

Oakar 

Barton 

Gibbons 

Ortiz 

Biaggi 

Gingrich 

Packard 

Boland 

Gradison 

Quillen 

Boner  (TN) 

Gregg 

Richardson 

Boucher 

Grotberg 

Rostenkowski 

Breaux 

Hall.  Ralph 

Rudd 

Brown  (CA) 

Hansen 

Russo 

Burton  (CA) 

Hartnett 

Schaefer 

Bustamante 

Hawkins 

Schuette 

Campbell 

Hefner 

Schulze 

Chappell 

Hiler 

Siljander 

Cheney 

Hillis 

Stangeland 

Clay 

Hunter 

Stokes 

Cobey 

Ireland 

Stratton 

Conyers 

Jones  (OK) 

Studds 

Cooper 

Kemp 

Tallon 

Crockett 

Kindness 

Thomas  (CA) 

Dannemeyer 

Kolbe 

Torres 

Dickinson 

Latta 

Traxler 

Dingell 

Lehman  (FL) 

Udall 

Dixon 

Lent 

Waldon 

Dowdy 

Lewis  (CA) 

Watkins 

Dymally 

Lewis  (FL) 

Whitehurst 

Early 

Loeffler 

Whitley 

Edgar 

Lott 

Wilson 

Fazio 

Madigan 

Wirth 

Ford(TN) 

Mikulski 

Yatron 

Fowler 

Miller  (CA) 

Zschau 

D  1245 

The  Clerk  announced  the  following 
pairs: 

On  this  vote: 

Mr.  Lewis  of  Florida  for,  with  Mr.  Dixon 
against. 

Mr.  Packard  for,  with  Mr.  Hawkins 
against. 

Mr.  Ireland  for.  with  Mr.  Campbell 
against. 

Mr.  ROYBAL  changed  his  vote  from 
"aye"  to  "no." 

So  the  amendment,  as  amended,  was 
agreed  to. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  in  the  nature  of  a  sub- 
stitute, as  amended. 

The  amendment  in  the  nature  of  a 
substitute,  as  amended,  was  agreed  to. 
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The  CHAIRMAN.  Under  the  rule, 
the  Committee  rises. 

Accordingly  the  Committee  rose: 
and  the  Speaker  pro  tempore  [Mr. 
HoYER]  having  assumed  the  chair,  Mr. 
McHuGH,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of 
the  Union,  reported  that  that  Commit- 
tee, having  had  under  consideration 
the  bill  (H.R.  2482)  to  amend  the  Fed- 
eral Insecticide,  Fungicide,  and  Roden- 
ticide  Act,  and  for  other  purposes,  pur- 
suant to  House  Resolution  536,  he  re- 
ported the  bill  back  to  the  House  with 
an  amendment  adopted  by  the  Com- 
mittee of  the  Whole. 

The  SPEAKER  pro  tempore.  Under 
the  rule,  the  previous  question  is  or- 
dered. 

Is  a  separate  vote  demanded  on  any 
amendment  to  the  amendment  in  the 
nature  of  a  substitute  adopted  by  the 
Committee  of  the  Whole?  If  not.  the 
question  is  on  the  amendment. 

The  amendment  was  agreed  to. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  engrossment  and 
third  reading  of  the  bill. 

The  bill  was  ordered  to  be  engro.ssed 
and  read  a  third  time,  and  was  read 
the  third  time. 

MOTION  TO  RECOMMIT  OFFERED  BY  MR. 
MARLENEE 

Mr.  MARLENEE.  Mr.  Speaker.  I 
offer  a  motion  to  recommit. 

The  SPEAKER  pro  tempore.  Is  the 
gentleman  opposed  to  the  bill? 

Mr.  MARLENEE.  I  am  opposed  to 
the  bill  in  its  present  form.  Mr.  Speak- 
er. 

PARLIAMENTARY  INQUIRY 

Mr.  GLICKMAN.  Mr.  Speaker,  I 
have  a  parliamentary  inquiry. 

The  SPEAKER  pro  tempore.  The 
gentleman  will  state  his  parliamentary 
inquirv. 

Mr.  GLICKMAN.  Mr.  Speaker,  at 
what  point  would  it  be  appropriate  to 
reserve  a  point  of  order  on  the  motion 
to  recommit? 

The  SPEAKER  pro  tempore.  After 
it  is  read. 

The  Clerk  will  report  the  motion  to 
recommit. 

The  Clerk  read  as  follows: 

Mr.  Marlenee  moves  to  recommit  the  bill, 
H.R.  2482  (as  amended  by  H.R.  5440)  to  the 
Committee  on  Agriculture  with  the  instruc- 
tions that  it  adopt  the  following  amend- 
ment and  forthwith  report  it  back  to  the 
House: 

Amendment  to  the  text  of  H.R.  5440  (the 
amendment  in  the  nature  of  a  substitute  to 
H.R.  2482).  after  page  163,  line  21,  insert  the 
following  new  title: 

TITLE  XII-LIMITATION  ON  USE  OP 
FUNDS 

FEES  AND  EXPENSES  IN  CIVIL  ACTIONS 

Sec.  1201.  The  Act  is  amended  by  inserting 
the  following  new  section  after  section  31: 

"Sec  32.  Notwithstanding  any  other  pro- 
vision of  law.  no  attorneys  fees  or  expenses 
shall  be  awarded  for  any  civil  action 
brought  under  section  3(a)  of  this  Act  for 
failure  to  meet  deadlines.". 


POINT  OF  ORDER 

Mr.  GLICKMAN.  Mr.  Speaker,  I 
make  a  point  of  order. 

The  SPEAKER  pro  tempore.  The 
gentleman  will  state  his  point  of  order. 

Mr.  GLICKMAN.  Mr.  Speaker.  I 
make  a  point  of  order  on  the  motion 
to  recommit  that  the  motion  is  not 
germane  under  clause  7  of  rule  XVI  of 
the  rules  of  the  House.  The  language 
of  this  motion  to  recommit  is  substan- 
tially identical  to  an  amendment  that 
was  offered  on  this  floor  which  the 
Chair  ruled  nongermane. 

The  rule  of  germaneness  as  previous- 
ly applied  by  this  body  applies  to  the 
instructions  in  a  motion  to  recommit  a 
bill  to  the  Committee  of  the  House,  so 
I  make  the  point  of  order  that  the 
motion  to  recommit  is  not  germane. 

The  SPEAKER  pro  tempore.  Does 
the  gentleman  from  Montana  wish  to 
be  heard  on  the  objection? 

Mr.  MARLENEE.  I  do.  Mr.  Speaker. 

Mr.  Speaker,  my  amendment,  I 
submit,  is  germane  for  the  following 
reasons: 

The  title  of  the  bill  is  for  "other  pur- 
poses" than  amending  FIFRA. 

Other  examples  of  enactments 
amended  by  this  bill  or  by  the  under- 
lying FIFRA  Act  ace  the  Federal 
Food.  Drug  and  Cosmetics  Act. 

The  bill  authorizes  a  program  and 
funding  for  the  pesticide  program.  It 
also  adds  a  new  program,  reregistra- 
tion,  new  section  3(aj  of  FIFRA.  Both 
this  section  and  the  bill  relate  to  fees 
and  funding  for  the  Reregistration 
Program.  Some  of  that  funding  for  the 
Reregistration  Program  will  come 
from  fees  assessed  against  registrants 
(see  page  42  of  H.R.  5440)  and  some 
will  come  from  appropriated  funds. 

My  amendment  would  slate  how 
some  of  those  funds  could  not  be  uti- 
lized, and  I  submit  does  not  violate  the 
rules  of  the  House  on  that  germane- 
ness. 

The  bill  (title  VIII)  is  rife  with  refer- 
ences to  courts  and  court  review. 

My  amendment  is  narrowly  drawn 
and  applies' only  to  "fees  or  expenses 
that  shall  be  awarded  for  any  civil 
action  brought  under  section  3(a)  of 
the  act  for  failure  to  meet  deadlines." 

n  1300 

The  SPEAKER  pro  tempore  (Mr. 
HoYER).  The  Chair  is  prepared  to  rule. 

The  gentleman  from  Kansas  [Mr. 
GLICKMAN]  makes  a  point  of  order 
that  the  amendment  proposed  by  the 
instructions  in  the  motion  to  recommit 
offered  by  the  gentleman  from  Mon- 
tana [Mr.  Marlenee]  is  not  germane. 
Volume  III,  section  2709  of  Cannon's 
Precedents  indicates  that  it  is  not  in 
order  to  include  in  a  motion  to  recom- 
mit instructions  to  insert  an  amend- 
ment not  germane  to  the  section  of 
the  bill  to  which  offered.  While  an 
earlier  version  of  this  amendment  was 
held  not  germane  when  offered  as  an 
amendment  to  title  I  of  the  bill  being 


read  title  by  title,  this  amendment 
proposes  to  add  a  new  title  at  the  end 
of  the  bill  limiting  the  award  of  attor- 
neys' fees  in  certain  civil  actions 
brought  under  section  16  of  the 
FIFRA  law.  The  test  of  germaneness 
is  now  properly  measured  against  the 
bill  taken  as  a  whole.  The  Chair  notes 
that  section  202  of  the  bill  deals  with 
civil  actions  against  the  United  States 
for  just  compensation,  and  that  the 
bill  extensively  amends  other  sections 
of  the  FIFRA  law  in  titles  VIII  and 
IX.  In  the  opinion  of  the  Chair,  since 
the  bill  already  deals  with  issues  relat- 
ing to  administrative  procedure  and 
judicial  review  of  actions  taken  under 
this  act,  the  amendment  is  germane  to 
the  bill  as  a  whole,  and  the  point  of 
order  is  overruled. 

The  gentleman  from  Montana  [Mr. 
Marlenee]  is  recognized  for  5  minutes 
in  support  of  his  motion  to  recommit. 

Mr.  MARLENEE.  Mr.  Speaker,  I  will 
only  take  a  moment  to  explain  what 
this  motion  to  recommit  with'  instruc- 
tions does. 

It  expedites  the  process  of  testing 
and  evaluation  by  avoiding  the  drain- 
ing off  of  funds  for  litigation  that  are 
desperately  needed  to  complete  the 
process  to  meet  deadlines. 

This  bill  sets  up  the  impossible  task 
of  meeting  1,100  deadlines.  It  then 
handicaps  EPA  by  saying,  "We  are 
going  to  short  you  $50  million."  Then 
in  shortsighte(lness  the  bill  exacer- 
bates the  problem  by  allowing  groups 
to  file  lawsuits— nonprofit  groups  and 
individuals— against  EPA.  and  then 
takes  the  money  for  that  litigation, 
those  people  who  brought  the  litiga- 
tion, takes  the  money  out  of  funds 
that  could  be  used  to  meet  the  dead- 
lines. 

This  is  a  tremendous  catch-22  situa- 
tion which  we  have  created.  We  have 
1.100  deadlines,  $50  million  short,  law- 
suits to  pay  attorneys'  fees,  less  money 
to  complete  the  work,  more  time  lost, 
more  lawsuits,  until  this  whole  merry- 
go-round  collapses  into  a  cloud  of  star- 
sprinkled  dust  where  the  attorneys  go 
drifting  off  in  a  state  of  euphoria  with 
their  fists  full  of  money. 

This  amendment  ends  that  abuse  by 
allowing  the  litigant  to  pick  up  his 
own  legal  fees,  not  the  taxpayer,  not 
the  farmer,  not  the  folks  who  paid  the 
$150,000  to  $500,000  for  fees  for  appli- 
cation to  get  registration,  but  those 
who  brought  the  lawsuit  on  a  failure 
to  meet  a  deadline  which  is  going  to 
only  be  extended  by  the  Department 
of  Justice  anyway,  or  by  EPA  anyway. 

Make  no  mistake  about  it.  lawsuits 
will  be  filed.  The  first  incentive  is  to 
file,  because  many  nonprofits  have  in- 
house  counsel  that  do  not  make  the 
kind  of  wages  that  they  think  that 
they  should  be  entitled  to.  and  the  bill 
without  my  amendment  is  berry-pick- 
ing heaven  for  those  people. 
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The  second  incentive  to  file  the  law- 
suits is  that  under  the  Equal  Access  to 
Justice  Act.  which  applies  to  this  bill 
and  to  EPA.  the  courts  have  already- 
awarded  exorbitant  fees  to  environ- 
mental activists  as  a  reward  for  filing 
lawsuits. 

I  want  to  reemphasize  that  the 
Equal  Access  to  Justice  Act  will  still 
apply  to  all  other  sections  of  the  bill. 
The  only  place  that  the  instructions  in 
this  amendment  apply  to  are  in  miss- 
ing deadlines,  the  1.100  deadlines  that 
we  have  set  up  in  this  bill. 

Mr  Speaker.  I  urge  a  "yes"  vote  for 
recommitment  with  instructions. 

Mr.  ROBERTS.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  MARLENEE.  I  am  happy  to 
yield  to  the  gentleman  from  Kansas. 

Mr.  ROBERTS.  Mr.  Speaker.  I  rise 
in  support  of  the  motion  to  recommit 
offered  by  the  gentleman  from  Mon- 
tana [Mr.  Marlenee]. 

Mr.  Speaker.  I  submit  for  the 
Record  a  letter  from  the  Department 
of  Justice  in  support  of  the  gentle- 
man's position,  and  a  letter  from  16 
farm  groups  also  in  support  of  the 
gentleman's  position. 

U.S.      Department      of     Justice. 
Office  of  Legislative  and  Inter- 
governmental Affairs. 
Vtashington.  DC.  September  16.  1986. 
Hon.  Ron  Marlenee. 
House  0/  Representatives.  Washington,  DC 

Dear  Congressman  Marlenee:  Attorney 
General  Meese  has  asked  me  to  respond  to 
your  letter  of  July  31.  1986.  regarding  your 
proposed  amendment  to  H.R.  2482.  the  Fed- 
eral Insecticide.  Fungicide  and  Rodenticide 
Act  (FIFRA)  Amendments  of  1986.  The  Ad- 
ministration supports  the  enactment  of 
your  proposed  amendment. 

The  amendment  you  propose  provides: 
"Notwithstanding  any  other  provision  of 
law.  no  attorneys  fees  or  expenses  shall  be 
awarded  for  any  civil  action  brought  under 
this  section  for  failure  to  meet  deadlines.  ' 

As  you  note  in  your  letter.  H.R.  2482 
would  impose  a  great  many  deadlines  for 
Environmental  Protection  Agenc.s  (EPAi 
action,  which  the  Agency  has  already  stated 
it  cannot  meet.  In  turn.  EPA  will  be  faced 
with  lawsuits  to  compel  agency  action  which 
could  result  in  liability  for  attorneys'  fees 
and  expenses  under  the  Equal  Access  to  Jus- 
tice Act  (EAJA).  Similarly,  the  recent  Re- 
source Conservation  and  Recovery  Act  and 
Safe  Drinking  Water  Act  Amendments 
assign  the  EPA  a  long  list  of  new  deadlines 
with  the  attendant  exposure  to  lawsuits  and 
fee  awards. 

Our  records  indicate  that  over  $2.6  million 
have  been  awarded  against  the  United 
Slates  in  61  attorneys'  fees  cases  handled  by 
the  Land  and  Natural  Resources  Division 
alone  since  1980.  Attorneys'  fees  provisions. 
for  the  most  part,  provide  little  or  no  guid- 
ance as  to  when  an  award  of  attorneys'  fees 
is  appropriate,  or  what  constitutes  a  reason- 
able award.  See  generally.  Citv  of  Riverside 
v.  Rivera.  106  S.Ct.  2686  (1986).  Indeed,  in 
some  cases,  attorneys'  fees  awards  have 
greatly  exceeded  the  relief  obtained  by  the 
parties  to  the  proceeding. 

In  addition,  deadline  cases  tend  to  be  both 
legally  and  factually  straightforward.  As  a 
result,  unbridled  fee  awards  may  attract 
abusive  litigation,  the  real  object  of  which  is 


a  fee  award  rather  than  the  advancement  of 
the  environmental  goals  of  FIFRA.  Clearly, 
the  taxpayers'  money  spent  on  attorneys' 
fee.s  awards  and  the  administrative  expenses 
of  defending  such  actions  is  better  spent  to 
implement  substantive  statutory  provision.s 

Therefore,  we  concur  with  your  conclu- 
sion that  allowing  attorneys'  fees  for 
breaches  of  every  statutory  deadline  makes 
little  sense  and  we  support  your  proposed 
amendment  to  the  1986  FIFRA  Amend- 
ments. At  a  minimum,  some  restraint  on  the 
amount  of  fee  awards  should  be  imposed  in 
deadline  cases.  The  problem  of  such  rela- 
tively unproductive  litigation  could  al.so  be 
addressed  through  a  cap  on  the  allowable 
hourly  rate  which  courts  may  award.  Please 
contact  us  if  we  can  be  of  any  additional  as- 
sistance on  this  important  matter. 

The  Office  of  Management  and  Budget 
has  advised  this  Department  that  there  is 
no  objection  to  the  submission  of  this  report 
from  the  standpoint  of  the  Administration's 
program. 

Sincerely. 

John  R.  Bolton, 
Assistant  Attorney  General. 

An  Important  Letter  From  Pesticide  Users 
Vitally  Interested  in  Precluding  Rereg- 
isTRATioN  Pees  From  Being  Used  To  Pay 
FOR  Attorneys'  Fees  in  Lawsuits 
Brought  To  Enforce  Deadlines  in  the 
Reregistration  Section  of  H.R.  2482 

September  16.  1986. 
Hon.  Thomas  P.  O'Neill.  Jr.. 
Speaker  o.f  the   House   o.f  Representatives, 
Washitigton.  DC. 

Dear  Congressman  O'Neill:  We  are  writ- 
ing to  urge  your  support  of  the  enclosed 
amendment  to  H.R.  2482  that  will  be  of- 
fered during  consideration  of  the  bill  by  the 
entire  Hou.se  of  Representatives.  This 
amendment,  sponsored  by  Congressman 
Ron  Marlenee  'R-MTj.  would  preclude  the 
awarding  of  attorney's  fees  to  prevailing 
plaintiffs  in  lawsuits  brought  to  enforce  nu- 
merous deadlines  in  the  reregistration  sec- 
tion of  this  bill. 

There  is  no  specific  attorney's  fee  provi- 
sion in  FIFRA  or  in  H.R.  2482.  However,  the 
Equal  Access  to  Justice  Act  (EAJA).  28 
U.S.C.  Section  2412(d).  directs  the  courts  to 
award  attorneys'  fees  to  a  prevailing  party 
in  a  suit  against  the  United  Slates  unless 
the  court  finds  that  the  position  of  the  U.S. 
is  substantially  justified.  H.R.  2482  specifi- 
cally stales  that  EPA's  failure  to  meet  re- 
registration deadlines  is  subject  to  judicial 
review  and  authorizes  lawsuits  by  anyone 
when  EPA  misses  a  deadline.  Therefore, 
these  lawsuits  brought  under  FIFRA  could 
result  in  large  attorne.vs'  fees  being  awarded 
to  the  plaintiffs. 

There  is  little  doubt  that  lawsuits  will  be 
filed  to  force  EPA  to  somehow  redirect  its 
resources  to  meet  the  reregistration  dead- 
lines. These  suits  are  increasingly  common 
and  consist  of  little  more  than  a  recitation 
of  the  deadline,  the  fact  that  it  has  been 
missed  and  a  request  that  the  court  order 
EPA  to  act.  If  the  deadline  has  indeed  been 
missed.  EPA  often  agrees  that  it  did  in  fact 
miss  the  deadline,  usually  because  of  insuf- 
ficient resources  and  other  demands.  The 
Agency  then  consents  to  a  new  court-or- 
dered, realistic  'deadline".  However,  be- 
cause EPA  often  acknowledges  that  it  has 
missed  the  deadline,  the  court  rules  in  favor 
of  the  plaintiff  and  pursuant  to  the  EAJA. 
the  plaintiff  is  entitled  to  attorney's  fees 
(which  may  run  as  high  as  $150  per  hour). 
Therefore,  it  is  conceivable  that  a  good  por- 
tion of  the  revenues  collected  for  reregistra- 


tion (up  to  $150,000  per  active  ingredient  in 
a  pesticide)  will  be  used  to  pay  attorne.vs' 
fees  awarded  in  deadline  suits.  These  awards 
could  be  disastrous  in  light  of  the  fact  that 
ihe  reregistration  program  mandated  by 
H.R.  2482  is  at  least  $48  million  short.  The 
direct  cost  to  the  public  is  very  high-gener- 
ally  about  $50,000  per  lawsuit  to  pay  plain- 
tiff's attorneys'  fees. 

The  Marlenee  amendmerft  would  ensure 
that  EPA  would  be  able  to  direct  its  fi- 
nances toward  the  running  of  the  reregistra- 
tion program,  rather  than  having  them  si- 
phoned off  in  the  form  of  attorneys'  fees. 
The  amendment  is  very  limited  in  scope  and 
applies  only  to  the  reregistration  section  of 
FIFRA  It  preserves  completely  the  right  of 
any  individual  o'  t'TOup  to  sue  EPA  to  en- 
force a  deadline  I.,  simpi.v  ;"-iviri>  lii.nt  any 
such  lawsuit  is  lunded  b>'  tiie  lili>.-iii:i  him- 
self, noi  by  the  taxpayer. 

The  groups  listed  below,  and  the  hundreds 
of  thousands  of  individuals  we  represent,  re- 
spectfully urge  your  support  of  the  Mar- 
lenee amendment  to  H.R.  2482.  as  written. 

American  A.ssociation  of  Nurserymen. 

American  Pulpwood  A.ssociation. 

American  Seed  Trade  Association 

American  Wood  Preservers  Institute. 

Bedding  Plants.  Inc. 

Center  for  Commercial  Floriculture. 

Chemical  Specialties  Manufacturers  Asso- 
ciation. Inc. 

Farm  A:  Industrial  Equipment  In.stituie. 

Florida  Sugar  Cane  League. 

Interior  Plantscapc  Association. 

International  Apple  Institute. 

International  Sanitary  Supply  Associa- 
tion. 

National  Agricultural  Aviation  Associa- 
tion. 

National  Arborist  Association. 

National  Association  of  Wheat  Growers. 

National  Cattlemen's  As.sociation. 

National  Club  Association. 

National  Corn  Growers  A.s.sociation. 

National  Cotton  Council  of  America      ■ 

National  Council  of  Agricultural  Employ- 
ers. 

National  Council  of  Farmer  Cooperatives. 

National  Fertilizer  Solutions  Association. 

National  Food  Processors  A.ssociation. 

National  Forest  Products  Association. 

National  Peach  Council. 

National  Pest  Control  Association. 

Northwest  Horticultural  Council. 

Pesticide  Producers  Association. 

Pesticide  Public  Policy  Foundation. 

Professional  Ground  Management  Socie- 
ty. 

Professional  Lawn  Care  Association  of 
America. 

Rio  Grande  Valley  Sugar  Cane  Growers 
Cooperative. 

Ro.ses.  Inc. 

Society  of  American  Wood  Preservers.  Inc. 

United  Fresh  Fruit  and  Vegetable  Associa- 
tion. 

U.S.  Beet  Sugar  As.sociation. 

Mr.  MARLENEE.  Mr.  Speaker,  the 
Justice  Department  does  in  fact 
strongly  support  this  position. 

Mr.  GLICKMAN.  Mr.  Speaker,  I  rise 
in  opposition  to  the  motion  to  recom- 
mit. 

Mr.  Speaker,  in  the  first  place,  it  is 
important  to  know  that  the  Commit- 
tee on  Agriculture  rejected  this 
amendment. 

In  the  second  place,  it  is  important 
to  know  that  we  have  something 
called  the  Equal  Access  to  Justice  Act, 
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Ackerman 

Alexander 

Anderson 

Andrew.s 

Annunzio 

Anthony 

Applegate 

Archer 

Armey 

Atkins 

AuCoin 

Barnes 

Bartletl 

Bateman 

Bales 

Bedell 

Beilenson 

Bennett 

Bentley 

Bereuter 

Berman 

Bevill 

Bilirakis 
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which  says  that  private  parties  can  get 
their  lawyers'  fees  reimbursed  from 
the  Government  if  the  Government 
arts  improperly.  That  is  applied  pretty 
much  across  the  board. 

What  we  do  in  this  amendment  is 
say.  •  However,  if  the  EPA  does  not  do 
their  job,  if  they  do  not  reregister  pes- 
ticides on  time,  if  they  act  improperly, 
in  those  cases,  when  you  try  to  force 
the  Government  to  do  what  is  right, 
you  cannot  get  your  legal  fees." 

Trie  effect  of  this  will  be  to  take  all 
the  pressure  off  the  EPA  for  meeting 
their  deadlines.  If  the  Members  here 
and  our  constituents  want  to  make 
sure  that  the  EPA  is  properly  register- 
ing pesticides,  we  need  this  club  over 
their  head  to  make  sure  that  they  do 
it  the  right  way.  That  is  why  we  have 
the  Equal  Access  to  Justice  Act  across 
the  board,  the  club  over  the  head  of 
the  Government  to  make  sure  that 
they  are  responding  in  the  right  way. 

To  do  the  proper  environmental 
thing,  and  to  comply  with  the  Equal 
Access  to  Justice  Act.  I  urge  Members 
to  vote  down  this  amendment. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  previous  question  is 
ordered  on  the  motion  to  recommit. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  to  recommit. 

The  question  was  taken:  and  the 
Speaker  pro  tempore  announced  that 
the  noes  appeared  to  have  it. 

Mr.  MARLENEE.  Mr.  Speaker.  I 
demand  a  recorded  vote. 

A  recorded  vote  was  refused. 

So  the  motion  to  recommit  was  re- 
jected. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  passage  of  the  bill. 

The  question  was  taken:  and  the 
Speaker  pro  tempore  announced  that 
the  ayes  appeared  to  have  it. 

RECORDED  VOTE 

Mr.  DE  LA  GARZA.  Mr.  Speaker.  I 
demand  a  recorded  vote. 
A  recorded  vote  was  ordered. 
The   vote   was   taken    by    electronic 
device,  and  there  were— ayes  329.  noes 
4,  not  voting  98,  as  follows: 
[Roll  No.  400] 
AYES-329 


important 
something 
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Ackerman 

Alexander 

Anderson 

Andrews 

Annunzio 

Anthony 

Applegate 

Archer 

Armey 

Alkins 

AuCoin 

Barnes 

Bartletl 

Bateman 

Bates 

Bedell 

Beilenson 

Bennett 

Bentley 

Bereuter 

Berman 

Bevill 

Bilirakis 


Bliley 

Boehlert 

Boggs 

Bonior  (MI) 

Bonker 

Borski 

Bosco 

Boulter 

Boxer 

Brooks 

Broomfield 

Brown  (CO) 

Bruce 

Bryant 

Burton  (INi 

Byron 

Callahan 

Carney 

Carper 

Carr 

Chandler 

Chapman 

Chappie 


dinger 

Coats 

Coble 

Coplho 

Coleman  (MO) 

Coleman  (TX) 

Collins 

Combest 

Conte 

Coughlin 

Courter 

Coyne 

Craig 

Daniel 

Darden 

Daschle 

Davis 

de  la  Garza 

DeLay 

Dellums 

Derrick 

DeWine 

Dicks 


Dingell 

DioGuardI 

Donnelly 

Dorgan  (NDi 

Dornan  (CAi 

Dreier 

Duncan 

Durbin 

Dwyer 

Dyson 

Eckart  (OH) 

Eckert  (NY> 

Edwards  (CA) 

Edw  ards  ( OK ) 

Emerson 

English 

Erdreich 

Evans (lA) 

Evans (IL) 

Fascell 

Fawell 

Peighan 

Fiedler 

Fields 

Fish 

Flippo 

Florjo 

Foglietla 

Foley 

Ford  (MI) 

Frank 

Prenzel 

Frost 

Gallo 

Gaydos 

Gejdenson 

Gekas 

Gilman 

Gingrich 

Glickman 

Gonzalez 

Goodling 

Gordon 

Gray  (IL) 

Gray  (PA) 

Green 

Guarini 

Gunderson 

Hall  (OH) 

Hamilton 

Hatcher 

Hayes 

Hendon 

Henry 

Hertel 

Holt 

Hopkins 

Horton 

Howard 

Hoyer 

Hubbard 

Huckaby 

Hughes 

Hunter 

Hutto 

Hyde 

Jacobs 

Jenkins 

Johnson 

Jones  (NC) 

Jones  (TN) 

Kanjorski 

Kaptur 

Kasich 

Kastenmeier 

Kennelly 

Kildee 

Kolter 

Kostmayer 

Kramer 

LaPalce 

Lagomarsino 

Lantos 

Leach  iIA) 

Leath  (TX) 

Lehman  (CA) 

Leland 

Levin  (MI) 


Crane 
Kleczka 


Akaka 


Levine  'CA) 

Light  foot 

Lipinski 

Livingston 

Lloyd 

Long 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

Lungren 

Mack 

MacKay 

Manton 

Markey 

Martin  (IL) 

Martin  (NY) 

Martinez 

Malsui 

Mavroules 

Mazzoli 

McCain 

McCloskey 

McCollum 

McCurdy 

McDade 

McEwen 

McGrath 

McHugh 

McKernan 

McKinney 

McMillan 

Meyers 

Mica 

Michel 

Miller  (OH) 

Miller  (WA) 

Mineta 

Mitchell 

Moakley 

Molinari 

MoUohan 

Montgomery 

Moody 

Moorhead 

Morrison  (CT) 

Morrison  (WA) 

Murphy 

Murtha 

Myers 

Natcher 

Neal 

Nelson 

Nichols 

Nielson 

Nowak 

Oberstar 

Obey 

Olin 

Owens 

Oxley 

Panetla 

Parris 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Petri 

Pickle 

Porter 

Price 

Pursell 

Rahall 

Rangel 

Ray 

Regula 

Reid 

Ridge 

Rinaldo 

Ritter 

Roberts 

Robinson 

Rodino 

Roe 

Roemer 

Rogers 

NOES-4 

Marlenee 
McCandless 
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Aspin  Badham 


Rose 

Roth 

Roukema 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Sabo 

Savage 

Saxton 

Scheuer 

Schneider 

Schroeder 

Schumer 

Seiberling 

Sensenbrenner 

Sharp 

Shaw 

Shelby 

Shumway 

Shuster 

Sikorski 

Sisisky 

Skeen 

Skellon 

Slattery 

Slaughter 

Smith  (PL) 

Smith  (lA) 

Smith  (NE) 

Smith  (NJ) 

Smith.  Denny 

(OR) 
Smith.  Robert 
(NH) 

Smith.  Robert 
(OR) 

Snowe 

Snyder 

Solarz 

Solomon 

Spence 

Spratt 

St  Germain 

Staggers 

Stallings 

Stark 

Stenholm 

Strang 

Stump 

Sundquisl 

Sweeney 

Swift 

Swindall 

Synar 

Tauke 

Tauzin 

Taylor 

Thomas  (GA) 

Torricelli 

Towns 

Traficant 

Valentine 

Vander  Jagt 

Vento 

Visclosky 

Volkmer 

Vucanovich 

Walgren 

Walker 

W^axman 

Weaver 

Weber 

Weiss 

Wheat 

Whittaker 

Whitlen 

Williams 

Wise 

Wolf 

Wolpe 

Wright 

Wyden 

Wylie 

Yates 

Young  (AK) 

Young (FL) 

Young  (MO) 


Barnard 

Barton 

Biaggi 

Boland 

Boner  (TN) 

Boucher 

Breaux 

Brown  (CA) 

Burton  (CA) 

Bustamante 

Campbei: 

Chappell 

Cheney 

Clay 

Cobey 

Conyers 

Cooper 

Crockett 

Dannemeyer 

Daub 

Dickinson 

Dixon 

Dowdy 

Downey 

Dymally 

Early 

Edgar 

Fazio 

Ford(TN) 

Fowler 

Franklin 

Fuqua 


Garcia 

Gephardt 

Gibbons 

Gradison 

Gregg 

Grotberg 

Hall.  Ralph 

Hammerschmidt 

Hansen 

Hartnett 

Hawkins 

Hefner 

Hiler 

HiUis 

Ireland 

Jeffords 

Jones  ( OK ) 

Kemp 

Kindness 

Kolbe 

Latla 

Lehman  (FL) 

Lent 

Lewis  (CA) 

Lewis  (FL) 

Loeffler 

Lott 

Madigan 

Mikulski 

Miller  (CA) 

Monson. 

Moore 


Mrazek 

Oakar 

Ortiz 

Packard 

Quillen 

Richardson 

Rostenkowski 

Rudd 

Russo 

Schaefer 

Schuette 

Schulze 

Siljander 

Stangeland 

Stokes 

St  ration 

Studds 

Tallon 

Thomaf  (CA) 

Torres 

Traxler 

Udall 

Waldon 

Watkins 

Whitehurst 

Whitley 

Wilson 

Wirlh 

Wortley 

Yatron 

Zschau 
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So  the  bill  was  passed. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


AUTHORIZING  THE  CLERK  TO 
MAKE  CORRECTIONS  IN  THE 
ENGROSSMENT  OF  H.R.  2482 

Mr.  DE  LA  GARZA.  Mr.  Speaker.  I 
ask  unanimous  consent  that  in  the  en- 
grossment of  the  bill.  H.R.  2482.  the 
Clerk  be  authorized  to  make  certain 
technical  and  clerical  changes,  includ- 
ing spelling,  section  numbers  and 
cross-references  in  error,  and  the 
Bedell  technical  amendments  printed 
on  page  H7069  of  the  Record  of  Sep- 
tember 17.  1986. 

The  SPEAKER  pro  tempore  (Mr. 
Hoyer).  Is  there  objection  to  the  re- 
quest of  the  gentleman  from  Texas? 

There  was  no  objection. 

The  Bedell  technical  amendments 
referred  to  are  as  follows: 

Page  44,  strike  out  lines  4  though  9  and 
insert  in  lieu  thereof  the  following: 

(2)  Section  2(u)  (7  U.S.C.  136(u)  is  amend- 
ed by  striking  out  -and"  immediately  before 
the  first  clause  (2)  and  by  adding  after  'des- 
sicant"  a  comma  and  the  following:  'and  (3) 
any  substance  or  mixture  of  substances  in- 
tended for  purposes  described  in  subsection 

(gg)". 

Page  116,  line  12,  insert  "and  by"  before 
"adding". 

Page  140,  line  17,  strike  out  "the  Board  of 
Agriculture  of". 

Page  161.  line  10.  strike  out  "on"  and 
insert  "or". 

Page  161.  line  10,  strike  out  "ingredient" 
and  insert  "ingredient". 

Page  162.  line  10.  insert  "such"  after 
"and". 

Page  158.  after  line  10,  strike  out  the  item 
relating  to  subsection  (d). 
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GENERAL  LEAVE 

Mr.  DE  LA  GARZA.  Mr.  Speaker.  I 
ask  unanimous  consent  that  all  Mem- 
bers may  have  5  legislative  days  in 
which  to  revise  and  extend  their  re- 
marks on  H.R.  2482,  the  bill  just 
passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Texsis? 

There  was  no  objection. 


PERMISSION  FOR  COMMITTEE 
ON  AGRICULTURE  TO  HAVE 
UNTIL  MIDNIGHT,  SEPTEMBER 
20,  1986,  TO  PILE  REPORT  ON 
H.R.  5407 

Mr.  DE  LA  GARZA.  Mr.  Speaker,  I 
ask  unanimous  consent  that  the  Com- 
mittee on  Agriculture  be  permitted  to 
have  until  midnight,  September  20, 
1986,  to  file  its  report  on  H.R.  5407. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Texas? 

There  was  no  objection. 


PERMISSION  FOR  COMMITTEE 
ON  MERCHANT  MARINE  AND 
FISHERIES  TO  FILE  REPORT 
ON  H.R.  5262,  BAYOU  SAUVAGE 
URBAN  NATIONAL  WILDLIFE 
REFUGE 

Mr.  THOMAS  of  Georgia.  Mr. 
Speaker.  I  ask  unanimous  consent  that 
the  Committee  on  Merchant  Marine 
and  Fisheries  have  until  6  p.m.  on 
Friday,  September  19.  1986,  to  file  the 
report  on  H.R.  5262,  legislation  to  es- 
tablish the  Bayou  Sauvage  Urban  Na- 
tional Wildlife  Refuge. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Georgia? 

Mr.  WALKER.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  I  do  so  to  ask 
the  gentleman,  has  this  been  cleared 
with  the  minority?  We  do  not  seem  to 
have  a  record  of  it. 

Mr.  THOMAS  of  Georgia.  If  the 
gentleman  will  yield,  yes,  it  has  been 
cleared  with  the  minority. 

Mr.  WALKER.  Is  the  bill  that  the 
gentleman  is  filing  the  report  on  H.R. 
3252? 

Mr.  THOMAS  of  Georgia.  The  gen- 
tleman is  correct;  yes. 

Mr.  WALKER.  3252. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Georgia? 

There  was  no  objection. 


LEGISLATIVE  PROGRAM 

(Mr.  MICHEL  asked  and  was  given 
permission  to  address  the  House  for  1 
minute.) 

Mr.  MICHEL.  Mr.  Speaker.  I  would 
like  to  inquire  of  the  distinguished  ma- 


jority whip  the  program  for  next 
week. 

Mr.  FOLEY.  Mr.  Speaker,  will  the 
distinguished  minority  leader  yield? 

Mr.  MICHEL.  I  yield  to  the  gentle- 
man from  Washington. 

Mr.  FOLEY.  Mr.  Speaker,  we  will 
conclude  the  business  of  the  House, 
except  for  some  unanimous-consent 
requests  today;  and  when  we  adjourn 
today  we  will  adjourn  to  meet  at  noon 
on  Monday. 

There  are  24  suspensions  under  the 
suspension  rule  scheduled  for  Monday. 
Unless  Members  wish,  I  will  not  read 
them.  They  will  be  voted  on  on  Tues- 
day; all  votes  occurring  or  ordered  on 
those  24  suspensions  will  be  postponed 
until  Tuesday. 

On  Tuesday,  September  23,  the 
House  will  meet  at  noon  and  consider 
four  suspensions,  designating  the  rose 
as  the  national  floral  emblem;  the 
Dwight  David  Eisenhower  Centennial 
Commission  Act;  the  Bayou  Sauvage 
Wildlife  Refuge;  and  the  Maine  Cen- 
tral Railroad  dispute  settlement.  With 
these  suspensions,  again,  any  votes 
will  be  taken  after  the  debate. 

Also  to  consider  H.R.  4134,  the  age 
discrimination  in  employment;  and  the 
NASA  authorization  for  1987;  open 
rule,  1  hour  of  debate.  The  age  dis- 
crimination bill  has  a  modified  open 
rule,  1  hour  of  debate. 

On  Wednesday  and  the  balance  of 
the  week,  the  House  will  meet  at  10 
a.m.  and  consider  the  Omnibus  Budget 
Reconciliation  Act,  subject  to  a  rule 
being  granted;  continuing  appropria- 
tions, subject  to  a  rule  being  granted; 
and  the  Tax  Reform  Act. 

□  1330 

A  rule  has  already  been  granted  on 
that  by  unanimous  consent.  That  has 
been  cleared  for  action. 

I  should  advise  Members  that  there 
is  a  very  high  probability  of  a  Friday 
session  next  week. 

In  accordance  with  the  earlier  an- 
nouncement of  the  leadership,  Fridays 
are  probable  days  for  the  scheduling 
of  action  on  the  floor  with  votes,  and 
that  will  apply  to  next  week  as  it  has 
to  this  week.  So  Members  should 
assume  that  there  will  be  a  session 
from  10  a.m.  until  3  p.m.  next  Friday 
with  recorded  votes. 

I  do  not  have  a  precise  schedule  for 
that  day.  It  will  depend  on  action  on 
other  bills  earlier  in  the  week.  But  the 
probability  is  extremely  high. 

Mr.  MICHEL.  And  is  it  not  true  on 
Wednesday  then  we  would  definitely 
take  up  reconciliation  first,  as  the  first 
order  of  business? 

Mr.  FOLEY.  Yes.  The  plan  is  to 
adopt  a  rule,  to  go  to  the  Rules  Com- 
mittee on  Tuesday  for  the  reconcilia- 
tion bill,  take  that  up  on  Wednesday 
before  the  continuing  appropriations. 

Mr.  MICHEL.  Yes.  And  if  perchance 
there  was  to  be  a  possible  action  on  a 
joint  House-Senate  Budget  Committee 


report,  say  for  example  sequestering, 
it  would  not  take  place  until  Thurs- 
day, is  that  not  correct? 

Mr.  FOLEY.  Well,  under  the  unani- 
mous-consent agreement  that  has 
been  reached  this  morning  that  is  sub- 
ject to  being  called  up  only  by  the 
chairman  of  the  Committee  on  the 
Budget  or  his  designee  or  the  ranking 
Republican  member,  Mr.  Latta,  or  his 
designee.  But  I  would  assume  that 
those  two  Members  would  not  wish  to 
call  up  any  sequestration  assuming  the 
adoption  of  a  satisfactory  reconcilia- 
tion act. 

Mr.  MICHEL.  And  on  the  tax  bill  is 
it  more  likely  to  come  up  on  Thurs- 
day? 

Mr.  FOLEY.  Thursday.       ' 

Mr.  MICHEL.  Definitely  on  Thurs- 
day? 

Mr.  FOLEY.  I  believe  it  will  be  on 
Thursday.  I  cannot  give  the  gentleman 
an  assurance  that  it  is  not  possible 
that  some  of  this  legislation  may  be 
coming  up  on  Friday,  but  there  is  no 
plan  to  bring  the  tax  bill  up  on  Friday. 
The  assumption  is  it  will  be  Thursday. 

Mr.  MICHEL.  Well,  I  just  have  sev- 
eral of  the  Members  of  the  Committee 
on  Ways  and  Means  on  the  floor.  I 
would  hope  that  that  printed  report 
will  be  available  to  Members. 

Mr.  FOLEY.  I  am  told  the  report 
will  be  available  on  Saturday,  tomor- 
row. 

Mr.  MICHEL.  Tomorrow,  in  other 
words. 

Mr.  FOLEY.  Yes.  I  hope  there  is  not 
sufficient  distrust  that  they  thought 
that  I  meant  Saturday  a  week  from 
now. 

Mr.  ARCHER.  Will  the  gentleman 
yield  further  on  the  scheduling  of  the 
tax  bill? 

Mr.  MICHEL.  I  yield  to  the  gentle- 
man from  Texas. 

Mr.  ARCHER.  There  is  no  opportu- 
nity or  possibility  that  it  will  come  up 
on  Wednesday? 

Mr.  FOLEY.  No;  we  are  not  planning 
for  the  bill  to  come  up  then. 

Mr.  ARCHER.  Thursday  would  be 
the  earliest  possible  date  then  for 
debate  on  the  tax  bill. 

Mr.  FOLEY.  Yes;  the  gentleman  is 
correct. 

Mr.  ARCHER.  I  thank  the  gentle- 
man. 

Mr.  MICHEL.  I  yield  to  the  gentle- 
man from  Pennsylvania. 

Mr.  WALKER.  I  thank  the  gentle- 
man for  yielding. 

I  have  just  a  question:  The  gentle- 
man has  indicated  a  very  strong  possi- 
bility of  a  Friday  session.  From  what  I 
have  been  hearing  discussed  here,  I  do 
not  hear  from  the  schedule  that  we 
have  been  presented  that  there  would 
be  any  real  need  for  a  Friday  session 
based  upon  that  schedule.  Are  we  ex- 
pecting additional  legislation  to  come 
to  the  floor  that  is  giving  the  gentle- 
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man a  reason  to  suggest  a  Friday  ses- 
sion? 

Mr.  FOLEY.  Possibly  we  will  take  up 
some  rules  that  would  be  adopted  next 
week,  on  Friday.  It  is  anticipated  the 
Committee  on  Rules  will  be  acting  on 
some  bills,  and  it  is  possible  Friday 
would  be  a  day  on  which  rules  would 
be  considered. 

I  again  repeat:  Members  should  not 
assume  the  likelihood  of  a  Friday  ses- 
sion being  canceled.  They  should 
assume  the  strong  possibility,  if  not 
the  certainty,  that  Friday  will  be  a 
working  day  with  votes.  I  do  not  like 
to  put  it  in  terms  of  odds,  but  the  odds 
are  about  10  to  1  that  we  will  be  voting 
on  Friday. 

Mr.  MICHEL.  Might  I  make  the  ob- 
servation that  if  we  are  serious  about 
getting  out  on  October  3  I  think  it  is 
absolutely  imperative  that  we  do  some 
of  the  kinds  of  things  that  the  gentle- 
man is  talking  about  on  next  Friday  in 
order  to  be  in  a  position  the  following 
week  to  drive  toward  that  adjourn- 
ment, if  that  is  the  will  of  the  House. 

Mr.  WALKER.  If  the  gentleman 
would  yield  further,  I  understand  that. 
I  think  that  that  makes  a  lot  of  sense. 
The  only  problem  is  with  taking  up 
rules  that  that  is  in  fact  something 
that  could  be  done  on  Thursday 
rather  than  doing  it  on  Friday. 

What  I  am  concerned  about  is  that 
there  may  be  major  legislation  sitting 
around  that  we  are  planning  to  bring 
up  that  we  are  not  seeing  reflected  in 
the  schedule. 

Mr.  FOLEY.  Let  me  give  the  gentle- 
man a  supposition  which  I  hope  does 
not  occur,  but  in  the  event  that  a  rule 
on  one  of  the  major  bills  was  not 
agreed  to  and  it  was  necessary  to  go 
back  and  do  another  rule  and  to  con- 
sider that  rule  again,  this  would  be 
one  of  the  factors  that  could  push  us 
into  a  Friday  session. 

So  I  just  tell  the  gentleman  that 
there  are  not  only  contingencies  but 
there  are  also  possibilities  of  other  leg- 
islation having  rules  granted  that  we 
would  want  to  consider  those  rules  or 
perhaps  do  some  general  debate  in 
order  to  move  the  House  forward.  As 
the  distinguished  leader  has  said,  we 
are  struggling  to  achieve  an  October  3 
adjournment  date.  That  is  going  to  be 
difficult  at  best.  I  think  it  would  re- 
quire us  working  on  Fridays  from  now 
until  the  end  of  the  session,  and  next 
Friday  will  be  a  working  day,  in  my 
judgment. 

Mr.  WALKER.  I  thank  the  gentle- 
man for  yielding. 

Mr.  LUNGREN.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  MICHEL.  I  yield  to  the  gentle- 
man from  California. 

Mr.  LUNGREN.  I  thank  the  gentle- 
man for  yielding. 

I  just  noticed  I  guess  there  are  about 
32  separate  legislative  items  here.  One 
that  is  not,  and  I  would  assume  it  is 
not  just  an  oversight,  is  the  immigra- 


tion bill.  Judging  from  this  calendar 
should  we  feel  that  in  fact  there  is  no 
hope  that  the  immigration  bill  will  be 
scheduled  for  action  next  week? 

Mr.  FOLEY.  No;  I  do  not  think  we 
should  assume  there  will  be  no  action 
on  the  immigration  bill  next  week. 
The  Committee  on  Rules  is  meeting 
on  the  bill  on  Tuesday,  and  it  is  possi- 
ble that  the  rule  might  be  considered 
later  in  the  week.  The  scheduling  time 
that  has  been  originally  set  for  the 
committee  to  consider  the  bill  on  the 
floor  was  next  week,  but  because  of 
the  changes  in  the  schedule  on  the 
continuing  resolution  and  the  reconcil- 
iation bill,  it  now  appears  impossible 
to  actually  consider  the  bill  next  week 
and  the  schedule  was  tentatively  set 
for  the  29th  and  30th.  The  chairman 
of  the  Judiciary  Committee,  who  is  in 
the  Chamber,  has  advised  us  that  on 
that  day  he,  as  chief  manager  on  the 
part  of  the  managers  of  the  House  in 
the  impeachment  proceedings  in  the 
other  body,  together  with  the  ranking 
member  of  the  committee  and  other 
prominent  Members  on  both  sides  of 
the  aisle,  will  be  engaged  in  the  im- 
peachment proceeding  before  the  full 
Senate.  It  is  thus  our  task  now  to  try 
to  find  a  date  before  the  adjournment 
of  the  House  and  Senate  in  which  to 
conclude  the  legislation. 

We  are  not  slack  in  our  efforts  in 
finding  a  date.  This  is  an  unfortunate 
problem  that  many  significant  mem- 
bers, important  members,  ranking 
members  of  the  Judiciary  Committee, 
including  its  chairman  and  its  ranking 
Republican  member,  are  engaged  in  an 
historical  trial  in  the  other  body  on  a 
matter  which  requires  their  presence. 
They  are,  in  effect,  the  prosecuting 
managers  on  behalf  of  the  House. 

So  the  scheduling  of  that  bill  on 
that  date  now  appears  impossible. 

Mr.  LUNGREN.  If  the  gentleman 
would  yield  further,  I  appreciate  the 
gentleman's  comments,  and  I  am  sure 
the  people  living  on  the  Southwest 
border  will  be  relieved  to  know  that  we 
are  not  slack  in  our  responsibilities  in 
attempting  to  deal  with  this.  It  may  be 
just  coincidence  but  the  gentleman 
will  recall  two  Congresses  ago  this  was 
put  to  the  very  end  in  a  lame  duck  ses- 
sion, and  of  course  we  failed  to  act, 
even  get  it  out  of  the  House.  Two 
years  ago  in  the  last  Congress,  we 
worked  on  it  very,  very  late,  got  it 
through  a  conference  very  late,  only 
with  a  month  to  deal  with  it.  Now  the 
gentleman  is  telling  me  because  of 
other  circumstances,  unfortunate  as 
they  may  be,  we  will  at  best  hope  to 
have  this  on  the  floor  in  the  last  5 
days,  have  scheduled,  and  then  maybe 
be  able  to  go  to  a  conference  and  have 
it  completed. 

Mr.  FOLEY.  We  can  accommodate 
the  original  dates  by  a  change  in  the 
other  body's  calendar  on  the  trial.  But 
that  would  be  a  changed  circumstance. 
But  I  cannot  promise  the  gentleman 


that  that  is  going  to  happen.  We  just 
have  to  deal  with  this  reality  as  it 
occurs.  The  gentleman  is  a  member  of 
the  committee.  He  knows  there  is  an 
historic  impeachment  trial  in  the 
other  body.  We  have  not  experienced 
one  in  this  country  for  50  years.  Under 
the  Constitution,  as  the  gentleman 
knows  it  is  the  charge  of  the  House  of 
Representatives  to  present  the  evi- 
dence of  the  full  Senate.  That  is  a 
matter  that  just  unfortunately  ap- 
pears to  be  at  this  moment  on  the 
29th  and  30th  to  be  in  direct  conflict, 
and  it  is  required  that  the  chairman  of 
the  Committee  on  the  Judiciary  as  the 
chief  manager,  and  the  ranking  Re- 
publican member  and  other  members 
be  present  in  the  other  body  if  the 
present  other  body's  schedule  is  as 
presently  announced. 

Mr.  LUNGREN.  I  understand  what 
the  gentleman  is  saying.  I  am  just 
saying  some  of  us  were  saying  to  the 
leadership  on  the  other  side  of  the 
aisle  last  January  and  last  year  that 
we  would  find  ourselves  in  exactly  the 
spot  we  have  now,  on  immigration 
reform.  The  gentleman  says  we  have 
not  had  a  major  impeachment  in  50 
years.  That  is  true. 

I  do  note  on  the  Suspension  Calen- 
dar we  are  commending  the  Peace 
Corps'  25th  and  the  ACDA  25th  anni- 
versary. We  might  be  here  next  year 
having  an  armiversary  date  of  25  years 
since  we  last  dealt  with  immigration  in 
a  comprehensive  fashion.  That  is  the 
problem.  Maybe  I  should  have  gone  in 
that  direction  for  commemorative  leg- 
islation and  then  we  would  have  ac- 
complished something. 

But  I  appreciate  the  excuses  we  have 
now,  and  I  realize  they  are  sincere. 
But  this  is  precisely,  what  we  suggested 
was  going  to  happen  to  us  last  year 
and  the  year  before,  and  again  it  is  oc- 
curring. 

Mr.  FOLEY.  I  hope  the  gentleman 
will  attempt  to  be  constructive. 

Mr.  RODINO.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MICHEL.  I  yield  to  the  gentle- 
man from  New  Jersey. 

Mr.  RODINO.  Only  for  a  moment, 
and  only  because  the  majority  whip 
indicated  some  suggestion  that  possi- 
bly the  other  body  might  be  able  to 
change  that  date.  That  has  been  writ- 
ten into  the  resolution  under  which 
the  impeachment  issue  was  taken  up 
in  the  other  body.  That  is  set  on  the 
begirming  of  the  week  of  the  29th  that 
the  other  body,  the  full  Senate  will 
take  up  this  impeachment. 


ADJOURNMENT  TO  MONDAY, 
SEPTEMBER  2i2,  1986 

Mr.  FOLEY.  Mr.  Speaker,  I  ask 
unanimous  consent  that  when  the 
House  adjourns  today,  it  adjourn  to 
meet  at  12  noon  on  Monday  next. 


24774 


CONGRESSIONAL  RECORD— HOUSE 


September  19,  1986 


The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Washington? 

There  was  no  objection. 


DISPENSING  WITH  CALENDAR 
WEDNESDAY  BUSINESS  ON 
WEDNESDAY  NEXT 

Mr.  FOLEY.  Mr.  Speaker,  I  ask 
unanimous  consent  that  business  in 
order  under  the  Calendar  Wednesday 
rule  be  dispensed  with  on  Wednesday 
next. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Washington? 

There  was  no  objection. 


DESIGNATION  OF  HON.  THOMAS 
S.  FOLEY  TO  ACT  AS  SPEAKER 
PRO  TEMPORE  TO  SIGN  EN- 
ROLLED BILLS  AND  JOINT  RES- 
OLUTIONS UNTIL  SEPTEMBER 
23.  1986 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  com- 
munication from  the  Speaker: 

Washington,  DC. 
September  19.  1986. 
I  hereby  designate  the  Honorable  Thomas 
S.  Foley  to  act  as  Speaker  pro  tempore  to 
sign  enrolled  bills  and  joint  resolutions  until 
Tuesday.  September  23,  1986. 

Thomas  P.  O'Neill,  Jr.. 
Speaker  of  the  House  of  Representatives. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  designation  is 
agreed  to. 

There  was  no  objection. 


EXTENDING  SBA  PILOT  PRO- 
GRAMS UNDER  SECTION  8  OF 
SMALL  BUSINESS  ACT 

Mr.  MITCHELL.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
Speakers  table  the  bill  (H.R.  2787)  to 
extend  through  fiscal  year  1988  SBA 
pilot  programs  under  section  8  of  the 
Small  Business  Act,  with  Senate 
amendments  thereto,  and  concur  in 
the  Senate  amendments. 

The  Clerk  read  the  title  of  the  bill. 

The  Clerk  read  the  Senate  amend- 
ments, as  follows: 

Page  1.  after  line  2,  insert: 
TITLE  I-SMALL  BUSINESS  PILOT 
PROGRAMS 

Page  1.  line  3.  strike  out  ■Section  l."  and 
insert  ■Sec.  101. '■. 

Page  1.  line  9.  strike  out  Sec.  2."  and 
insert  ■Sec.  102.^'. 

Page  1.  line  13.  strike  out  -Sec.  3.  "  and 
insert  •Sec.  103.". 

Page  2,  after  line  2.  insert: 

TITLE  II-TECHNOLOGY  TRANSFER 
INSTITUTE  AUTHORIZED 

Sec.  201.  (a)  The  Secretary  of  Education 
(hereafter  in  this  title  referred  to  as  the 
■Secretary")  is  authorized  to  provide  finan- 
cial assistance,  in  accordance  with  the  provi- 
sions of  this  title,  to  pay  the  Federal  share 
of  the  cost  of  construction  and  related  ex- 
penses for  the  establishment  of  the  Tech- 


nology Transfer  Institute  at  the  University 
of  Bridgeport,  located  at  Bridgeport,  Con- 
necticut, to  be  used  to  revitalize  the  com- 
petitiveness of  small  business  industry  in 
America,  particularly  in  the  international 
marketplace,  and  to  serve  as  a  regional  dun- 
onstration  center  transferring  emerging 
technology  to  small  businesses. 

(b)(1)  No  financial  assistance  may  be 
made  under  this  section  unless  an  applica- 
tion is  made  at  such  time,  in  such  manner, 
and  continuing  or  accompanied  by  such  in- 
formation as  the  Secretary  may  reasonably 
require. 

(2)  The  Federal  share  may  not  exceed  50 
percent  of  the  cost  of  the  project  authorized 
by  this  title. 

(c)  There  are  authorized  to  be  appropri- 
ated -such  sums,  not  to  exceed  $10,000,000, 
as  may  be  necessary  to  carry  out  the  provi- 
sions of  this  title.  Funds  appropriatecl  pur- 
suant to  this  section  shall  remain  available 
until  expended. 

Mr.  MITCHELL  (during  the  read- 
ing). Mr.  Speaker,  I  ask  unanimous 
consent  that  the  Senate  amendments 
be  considered  as  read  and  printed  in 
the  Record. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Maryland? 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  initial  request 
of  the  gentleman  from  Maryland? 

Mr.  BEREUTER.  Reserving  the 
right  to  object.  I  leserve  the  right 
simply  to  give  the  gentleman  from 
Maryland  an  opportunity  to  explain 
the  purpo.se  of  the  legislation,  and  I 
yield  to  the  gentleman  for  that  pur- 
pose. 

Mr.  MITCHELL.  I  thank  the  gentle- 
man for  yielding. 

Mr.  Speaker,  this  legislation  was  in- 
troduced by  our  late  colleague,  the 
gentleman  from  New  York  [Mr.  Ad- 
DABBO]  in  June  1985,  reported  in  De- 
cember 1985  The  purpose  of  the  bill  is 
to  extend  through  1988  two  pilot  pro- 
grams administered  by  the  SBA.  the 
procurement  pilot  program  and  the 
surety  bond  waiver  pilot  program. 

Under  both  of  these  programs  which 
have  been  in  operation  under  the  last 
pilot  program,  which  proved  to  be  suc- 
cessful, the  House  passed  the  bill 
under  suspension  of  the  rules  by  voice 
vote  on  December  16,  1985.  The  other 
body  did  not  amend  the  substantial 
provisions  of  the  House  bill,  but  in- 
stead on  June  25.  1985,  added  an 
amendment  authorizing  a  technologi- 
cal tran-sfer  institute  at  the  University 
of  Bridgeport. 

That  is  the  only  change  that  was 
made.  Yesterday  I  was  advised  that 
the  Senate  amendment  which  would 
be  within  the  jurisdiction  of  the  House 
Committee  on  Education  and  Labor, 
we  got  clearance  from  that  committee 
and  we  were  also  advised  that  this  is 
acceptable  to  the  ranking  minority 
member  on  the  Small  Business  Com- 
mittee. Congressman  McDade. 

Mr.  BEREUTER.  Mr.  Speaker.  I 
withdraw  my  reservation  of  objection. 


The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  initial  request 
of  the  gentleman  from  Maryland? 

There  was  no  objection. 

A  motion  to  reconsider  was  laid  on 
the  table. 


COMMEMORATING  lOOTH  ANNI- 
VERSARY OF  THE  BIRTH  OF 
DAVID  BEN-GURION 

(Mr.  YATES  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks  and  include  extraneous 
matter.) 

Mr.  YATES.  Mr.  Speaker,  I  am  filing 
today  a  House  concurrent  resolution 
to  commemorate  the  100th  anniversa- 
ry of  the  birth  of  David  Ben-Gurion, 
the  first  Prime  Minister  of  the  State 
of  Israel  and  the  man  generally  ac- 
knowledged to  be  the  person  most  re- 
sponsible for  the  creation  of  that 
nation. 

The  Ben-Gurion  Centennial,  pro- 
claimed by  Israel's  parliamentary 
body,  the  Knesset,  will  take  place 
from  October  19,  1986,  until  May  4, 
1987.  Its  celebration  will  take  place  in 
Israel,  in  the  United  States  and  many 
other  countries.  President  Ronald 
Reagan  will  act  as  honorary  chairman 
of  the  Ben-Gurion  Centennial  Com- 
mittee for  the  United  States. 

Mr.  Speaker,  I  am  appending  to  my 
statement  a  brief  summary  of  the  high 
points  in  Ben-Gurion's  career.  I  am 
also  appending  a  copy  of  the  House 
concurrent  resolution  I  have  filed 
today. 

David  Ben-Guhion 

"He  was  born  before  he  had  a  homeland, 
he  was  a  leader  in  war  before  he  had  an 
army,  he  became  a  statesman  before  he  had 
a  state.  He  derived  his  strength  from  imagi- 
nation.' 

So  writes  Shimon  Peres.  Prime  Minister  of 
Israel,  of  his  mentor,  David  Ben-Gurion. 
Clearlj-.  Ben-Gurion  was  the  soul  of  his 
nation.  But  how  did  such  a  remarkable  life 
take  shape? 

He  was  named  David  "yosef  Gryn  at  his 
birth  in  Plonsk.  Poland,  under  Czarist  Rus- 
sian rule,  on  October  16.  1886.  As  a  teen- 
ager, he  founded  the  Zionist  Ezra  Society. 
At  29.  he  emigrated  to  Palestine,  an  act  he 
considered  his  second  birth  and  later  com- 
memorated by  changing  his  surname  to 
Ben-Gurion 

In  1915,  expelled  from  Palestine  by  the 
Turkish  government,  he  set  sail  for  New- 
York  where  he  continued  his  activities  on 
behalf  of  his  brethren.  The  year  1917  saw 
two  events  that  deeply  affected  his  life:  the 
Balfour  Declaration,  proclaiming  support 
for  Palestine  as  the  Jewish  homeland  and 
his  marriage  to  Paula  Munweiss,  with  whom 
he  would  have  three  children. 

Years  of  challenge  followed  as  Ben- 
Gurion  was  elected  in  1920  to  be  the  head  of 
Histadrut.  the  Israel  Federation  of  Labor. 
In  1935.  Ben-Gurion  assumed  the  leadership 
of  the  Jewish  Agency,  the  de  facto  Jewish 
government  in  Palestine. 

The  Biltmore  Conference  held  in  1942 
proclaimed  that  the  establishment  of  a 
Jewish    State    was    the    goal    of    the   Jews 
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worldwide.  In  the  aftermath  of  World  War 
II.  Ben-Gurion  reluctantly  acceded  to  the 
United  Nations'  decision  to  partition  Pales- 
tine into  two  states.  Arab  and  Jewish.  On 
May  14,  1948  he  proclaimed  the  establish- 
ment of  the  State  of  Israel.  President  Harry 
Truman,  on  behalf  of  the  United  States  of 
America,  recognized  the  Jewish  State  just 
eleven  minutes  later.  Hours  later,  in  his 
dual  role  as  Prime  Minister  and  Minister  of 
Defense.  Ben-Gurion  found  himself  defend- 
ing the  new  nation  against  the  invading 
armies  of  five  Arab  countries. 

At  the  height  of  his  powers.  Ben-Gurion 
moved  again  to  live  the  life  of  a  pioneer.  He 
needed  to  participate  in  what  he  had  been 
preaching  for  all  those  years,  the  greening 
of  the  desert.  In  December  of  1953.  he  re- 
tired to  a  kibbutz  in  the  Negev  Desert,  but 
destiny  would  not  let  him  rest.  In  1955.  then 
69  years  old.  he  was  called  back  to  head  the 
government  during  a  crisis  and  served  as 
Prime  Minister  until  1960.  Political  defeat 
and  disappointment  followed  and  the  "Old 
Man. "  as  he  was  affectionately  called,  re- 
tired once  again  and  finally  to  the  Negev 
Desert,  where  he  spent  his  time  quietly 
studying,  writing,  and  reading  with  friends. 
He  died  on  December  3.  1973  at  the  age  of 
87. 

H.  Con.  Res.  392 
Concurrent  resolution  commemorating  the 
100th  anniversary  of  the  birth  of  David 
Ben-Gurion. 

Whereas  David  Ben-Gurion  is  a  man  of 
great  historical  importance,  not  only  to  the 
Jewish  people  but  to  all  people  striving  for 
freedom: 

Whereas  his  leadership  made  realizable 
the  ingathering  of  the  exiles  that  brought 
millions  of  homeless  Jews  scattered 
throughout  the  world  to  Israel  where  they 
were  united  with  each  other  and  with  their 
ancient  homeland: 

Whereas  the  Declaration  of  Independence 
of  the  State  of  Israel,  a  milestone  in  the  life 
of  David  Ben-Gurion.  echoes  our  own  Decla- 
ration in  its  recognition  of  the  universal 
equality  of  man: 

Whereas  as  Israel's  first  Prime  Minister 
and  Minister  of  Defense.  Ben-Gurion  led 
the  newly  formed  State  through  its  most 
difficult  period,  directing  the  desperate  ef- 
forts to  secure  Israel's  survival  and  inde- 
pendence; 

Whereas  his  pragmatic  solutions  to  Isra- 
el's overwhelming  problems,  paralleled  with 
his  desire  to  create  a  society  based  on  jus- 
tice and  peace,  guided  the  fledgling  State 
and  formed  the  values  on  which  Israel  rests 
today  and  the  basis  for  what  Israel  strives 
for  in  the  future: 

Whereas  Ben-Gurion's  vision  of  the 
Greening  of  the  Desert  through  the  applica- 
tion of  science  and  technology  continues  to 
be  an  important  aspect  of  Israel,  as  well  as  a 
factor  that  can  help  solve  food  production 
problems  in  arid  regions  all  over  the  world; 

Whereas  this  year  marks  the  hundredth 
anniversary  of  the  birth  of  David  Ben- 
Gurion.  leader  of  his  people  for  two  genera- 
tions: 

Whereas  the  United  States  and  Israel 
share  many  of  the  same  fundamental  values 
of  democracy  and  freedom,  and  a  common 
history  of  accepting  immigrants  from  all 
over  the  globe:  Now.  therefore,  be  it 

Resolved  by  the  House  (the  Senate  concur- 
ring). That  the  Congress  of  the  United 
States,  in  this  the  centennial  of  David  Ben- 
Gurion's  birth,  joins  in  the  celebration  of 
this  great  statesman,  urges  all  Americans  to 
take  note  of  this  commemoration,  and  ap- 


plauds The  David  Ben-Gurion  Centennial 
Committee  of  the  United  States  of  America 
in  its  work  promoting  the  yearlong  national 
celebration  of  David  Ben-Gurion  and  his 
achievements:  Be  it  further 

Resolved.  That  the  Congress  urges  the 
President  of  the  United  States  to  issue  a 
proclamation  in  honor  of  this  celebration. 


MORNING  IN  AMERICA 


G  1345 
OIL  IMPORT  FEE 

(Mr.  LUJAN  asked  and  was  given 
permission  to  address  the  House  for  1 
minute.) 

Mr.  LUJAN.  Mr.  Speaker,  in  the  past 
I  have  been  what  you  might  call  luke- 
warm to  cool  in  my  feelings  toward  oil 
import  fees.  Like  many  of  my  col- 
leagues, I  basically  believe  in  the  free 
market  system. 

In  recent  months,  however,  it  has 
become  apparent  that  the  United 
States  is  about  to  be  victimized  by  a 
slick  maneuver  on  the  part  of  OPEC 
to  control  the  world  oil  markets  for 
many  years  to  come. 

I  strongly  believe  that  OPEC  has  as 
one  of  its  goals  the  elimination  of  the 
independent  oil  producer  in  the 
United  States.  They  also  aim  to  put  an 
end  to  other  high-cost  exploration 
around  the  world,  particularly  in 
China  and  in  the  North  Sea. 

Once  that  happens— when  the  ma- 
jority of  our  independent  producers 
have  been  forced  out  of  business— the 
price  of  oil  will  start  to  climb  and  the 
United  States  will  be  at  the  mercy  of 
the  Saudis  and  other  OPEC  countries. 

I  have  been  joined  by  some  of  my 
colleagues  in  asking  the  President  to 
impose  an  oil  import  fee  under  section 
232  of  the  Trade  Expansion  Act  of 
1962.  Under  the  provisions  of  that  act, 
the  President  is  supposed  to  act  when 
imports  are  a  threat  to  national  securi- 
ty and  when  it  is  apparent  that  a  vital 
domestic  industry  is  threatened. 

There  is  no  question  but  what  this  is 
a  national  security  issue.  And  if  the 
present  trend  continues,  the  majority 
of  our  independent  oil  producers  will 
be  out  of  business  within  a  year. 

The  independent  producers  have 
always  been  the  backbone  of  the  Na- 
tion's oil  industry.  If  they  are  forced 
out  of  business,  consumers  everywhere 
will  start  paying  the  price. 

What  we  have  right  now  is  not  a  free 
market  system  at  work,  but  an  orga- 
nized long-term  program  to  dominate 
world  oil  markets. 

I  hope  the  President  acts  soon  on  an 
oil  import  fee.  If  he  does  not,  this 
body  will  soon  have  the  opportunity  to 
do  so  when  we  consider  the  budget  rec- 
onciliation resolution. 

It  is  time  we  take  action.  It  will 
produce  some  badly  needed  revenues, 
perhaps  $10  billion  next  year,  it  will 
save  many  of  our  stripper  oil  wells 
which  otherwise  will  be  lost  forever, 
and  it  will  be  an  important  step 
toward  maintaining  national  energy 
security. 
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(Mr.  VOLKMER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks. ) 

Mr.  VOLKMER.  Mr.  Speaker,  2 
years  ago  we  were  told  it  was  morning 
in  America.  Missouri  family  farmers 
wanted  to  believe  morning 
rived,  a  new  day  had  begun, 
many,  night  has  now  fallen. 

The  family  farmer  today 
three  things:  This  administration 
misled  them  with  its  theory  of  lower 
prices/higher  exports;  this  administra- 
tion is  content  to  sit  back  while  many 
family  farmers  suffer;  and  the  admin- 
istration and  others,  including  the 
Farm  Bureau,  are  anticipating  the 
death  of  the  family  farmer. 

My  farmers  are  looking  at  bumper 
crops  this  fall.  But  they  are  also  look- 
ing at  the  lowest  prices  since  the  early 
1970's.  If  lower  prices  mean  higher  ex- 
ports, then  right  now  our  export  num- 
bers would  be  going  off  the  charts. 
They  aren't.  In  fact,  in  the  past  few 
months  we  have  imported  more  agri- 
cultural products  than  we  exported. 
And  still  this  administration  and  the 
Farm  Bureau  call  for  lower  prices. 
Dick  Johnston,  president  of  the  Mis- 
souri Farm  Bureau,  last  week  called 
for  lower  prices.  My  farmers  can't 
afford  lower  prices.  I  know  this  admin- 
istration realizes  lower  prices  are  ruin- 
ing family  farmers.  And  I  suspect  that 
has  been  the  adminstration's  plan  all 
along.  Morning  in  America  to  the  ad- 
ministration and  to  the  Farm  Bureau 
conjures  up  visions  of  the  Sun  rising 
on  huge  corporate  farmers,  not  on  our 
family  farmers. 


TAX  REFORM  IS  ON  COLLISION 
COURSE  WITH  TAXPAYERS 

(Mr.  MARLENEE  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  to  revise  and  extend  his 
remarks. ) 

Mr.  MARLENEE.  Mr.  Speaker.  I 
would  urge  the  people  of  this  country 
not  to  let  their  Congressman  steam- 
roller them.  I  would  want  them  to 
beware  the  runaway  steamroller  of  tax 
reform  or  simplification  is  on  a  colli- 
sion course  with  the  taxpayers  of 
America. 

Not  only  does  so-called  tax  reform 
smash  IRA's,  investment  credit,  cap- 
ital gains,  and  other  incentives  to 
create  jobs  and  productivity,  but  the 
great  tax  simplification  fraud  is  also 
paving  the  way  for  tax  increases. 

The  engineer  of  the  tax  reform 
steamroller  himself,  the  House  Ways 
and  Means  Committee  chairman,  has 
said,  "everyone  knows  we  need  a  tax 
increase"  and  "the  increase  in  revenue 
should  come  through  higher  progres- 
sive taxes  on  income." 
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The  plot  is  simple:  Trade  deductions 
for  lower  rates,  then  raise  the  rates. 
And  middle  America  pays  again. 

Stripped  of  tax  shelters  by  the  fraud 
of  tax  simplification,  taxpayers  will 
have  no  protection  from  these  higher 
progressive  taxes. 

The  runaway  steamroller  of  tax 
reform  is  on  a  collision  course  all 
right.  Everything  in  its  way  will  be 
laid  flat.  Taxpayers  will  be  flat  broke, 
and  the  economy  will  be  flat  on  its 
back. 

I  urge  everyone  to  speak  out  now 
and  oppose  the  tax  simplification 
fraud.  It  is  easier  to  do  it  now  than 
when  you  are  flat  on  your  back. 


A  TRIBUTE  TO  N.J.  FORD,  A 
POLITICAL  PATRIARCH 

(Mr.  JONES  of  Tennessee  asked  and 
was  given  permission  to  address  the 
House  for  1  minute  and  to  revise  and 
extend  his  remarks  and  include  extra- 
neous matter. ) 

Mr.  JONES  of  Tennessee.  Mr. 
Speaker,  yesterday  Mr.  N.J.  Ford,  the 
father  of  our  colleague  Representative 
Harold  Ford,  was  laid  to  rest  in  Mem- 
phis, TN.  I  call  this  to  the  attention  of 
our  colleagues  in  the  event  they  might 
want  to  extend  their  sympathies  to 
Harold  and  his  family. 

I  also  bring  it  up  at  this  time  be- 
cause Mr.  N.J.  Ford,  and  the  legacy  he 
leaves,  is  worthy  of  our  admiration 
and  our  respect.  He  was  a  man  who 
faced  the  difficulties  of  discrimination 
in  the  South,  who  rose  above  them, 
and  who  was  not  content  with  letting 
the  status  quo  remain  so.  He  instilled 
in  his  family  the  desire  and  the  need 
to  be  active  and  constructive  in  their 
community.  Consequently,  4  of  his  12 
children  have  been  elected  to  public 
office.  Three,  including  our  colleague 
Harold  Ford,  continue  to  serve  their 
people  in  a  public  capacity. 

It  is  the  kind  of  heritage  that  all  of 
we  Americans  can  be  proud  of  and  it  is 
that  devotion  and  commitment  to  his 
community  and  his  race  that  N.J.  Ford 
leaves  to  his  children,  his  grandchil- 
dren, all  Tennesseans,  and  all  Ameri- 
cans. We  can  all  be  proud  that  N.J. 
Ford  shared  his  visions  with  us.  We 
can  be  thankful  that  we  will  personal- 
ly continue  to  share  his  vision  through 
his  son  and  our  colleague  Harold 
Ford. 

I  am  inserting  in  the  Record  the 
newspaper  clipping  that  appeared  in 
the  Memphis  Commercial  Appeal 
newspaper  this  morning  in  memory  of 
Mr.  N.J.  Ford  and  extend  my  deepest 
sympathy  to  his  family. 
N.J.  PoRD  "Goes  Home"  in  a  Celebration- 
Senators.  Mayors.  Congressmen  Attend 

Political  Patriarch's  Funeral 
(By  Michael  Kelley  and  Terry  Keeter) 

Memphis's  best-known  political  patriarch 
was  buried  yesterday  to  a  chorus  of  praise 
from  the  city's  black  community  and  a 
number  of  white  admirers  as  well. 


"We're  celebrating  N.J.  Ford's  homegoing, 
you  all— it's  a  celebration,"  said  Rev. 
Samuel  Billy  Kyles.  And  mourners  at  the 
Pentecoastal  Temple  Institutional  Church 
of  God  in  Christ  took  the  admonition  to 
heart. 

Speakers  were  applauded,  singers,  includ- 
ing Carla  Thomas  and  Maggie  Bratcher 
were  cheered,  and  a  successful  man's  life 
was  reviewed  with  admiration.  Mr.  Ford, 
whose  close,  intimate  circle  of  friends  called 
him  Brother,  was  the  father  of  Harold  Ford, 
a  U.S.  Representative;  John  Ford,  a  state 
senator.  James  Ford,  a  city  councilman; 
Emmitt  Ford,  a  former  state  representative, 
and  eight  other  children. 

Mr.  Ford  died  suddenly  on  Saturday  at 
the  age  of  72. 

In  the  front  row  at  his  funeral  .service 
were  Tennessee's  U.S.  Sens.  Jim  Sasser  and 
Albert  Gore.  Jr.,  Democratic  gubernatorial 
candidate  Ned  McWherter.  Public  Service 
Commissioner  Jane  Eskind  and  Mr.  Ford's 
widow.  Vera. 

Pour  of  Harold  Ford's  fellow  Democratic 
House  members— Rep.  Ron  Dellums  of  Cali- 
fornia. Rep.  Louis  Stokes  of  Ohio.  Rep. 
Mickey  Leland  of  Texas,  and  Rep.  Charles 
Rangel  of  New'  York— attended.  Also 
present  was  Tennessee  Lt.  Gov.  John 
Wilder. 

Shelby  County's  six  state  senators— in- 
cluding Republicans  Curtis  Person  and 
Leonard  Dunavant— and  most  of  the  coun- 
ty's House  members  were  prsent.  as  was 
Steve  Hewlett,  the  Democratic  nominee  for 
the  PSC  seat  being  vacated  by  Mrs.  Eskind. 

Mayor  Dick  Hackett  and  county  Mayor 
Bill  Morris  were  both  there  along  with  a 
number  of  members  of  the  City  Council  and 
county  commission. 

The  auditorium,  which  holds  2.500  people, 
was  filled  with  admirers. 

The  body  lay  in  a  slate-colored  casket 
adorned  with  red  and  white  roses  and  carna- 
tions, sprays  of  red.  white  and  pink  roses, 
antheriums  and  carnations  flanking  it  on 
the  royal  blue  carpet. 

The  music  included  a  violin  solo  by  Shelly 
Branch,  one  of  Mr.  Ford's  40  grandchildren. 

The  eulogy  was  delivered  by  Dr.  Benjamin 
L.  Hooks,  executive  director  of  the  NAACP. 
Messages  of  condolence  came  from  such  fig- 
ures as  Jesse  Jackson  of  Operation  PUSH. 

"He  came  up  in  a  time  when  he  rode  in 
the  back  of  the  streetcar,  in  the  front  of  the 
train,  and  sat  in  the  third  balcony  in  the 
movie  theater."  Dr.  Hooks  said. 

"Yet  he  lived  to  see  the  day  when  we 
would  drive  the  trains,  own  the  buses  and 
sit  wherever  we  wanted  in  the  movie  theater 

"He  lived  to  see  a  son  in  the  Congress,  an- 
other in  the  Senate  .  .  .  another  in  the  City 
Council,  and  he.  himself,  a  delegate  to  a 
constitutional  constitution. 

""From  the  back  side  of  Southwest  Shelby 
County,  he  leaped  to  the  pinnacle  .  .  .  be- 
cause there  was  something  within  him  that 
would  not  yield  to  obvious  circum.stances." 

Bishop  J.O.  Patterson  of  the  Church  of 
God  in  Christ  said:  He  raised  his  family 
during  a  period  ""when  fathers  felt  responsi- 
ble for  for  their  children." 

Burial  was  in  Ford's  Chapel  AME  Zion 
Church  Cemetery. 


AMERICAN  MIAS  AND  POWS  IN 
VIETNAM 

(Mr.  SMITH  of  New  Jersey  asked 
and  was  given  permission  to  address 
the  House  for  1  minute  and  to  revise 
and  extend  his  remarks. ) 


Mr.  SMITH  of  New  Jersey.  Mr. 
Speaker,  the  difficult  and  the  heart- 
breaking mission  of  accounting  for 
American  POWs  and  MIA's  in  South- 
east Asia  continues. 

Currently  there  are  over  110  active 
cases  of  live  sightings  under  investiga- 
tion by  DIA,  at  least  63  of  those  cases 
deal  with  Americans  held  prisoner. 

In  testimony  before  the  House  task 
force  on  POW/MIA's  of  which  I  am  a 
member,  former  Director  of  DIA  Gen- 
eral Tighue,  said  "I  would  not  be  at  all 
surprised  if  there  are  today  some  50 
American  military  personnel  still  alive 
in  Vietnam." 

Last  February,  Mr.  Speaker,  I  joined 
several  members  of  our  task  force  in 
Hanoi  for  talks  with  high  level  Viet- 
namese officials. 

Our  meetings  with  Deputy  Foreign 
Minister  Hoang  Bich  Son,  who  heads 
the  POW/MIA  effort  for  the  Vietnam- 
ese produced  some  significant  break- 
throughs. 

Mr.  Son  admitted  that  there  may  be 
American  servicemen  in  Vietnam,  but 
he  emphasized  that  they  were  not 
under  his  government's  control.  The 
Vietnamese  could  be  signaling  that 
they  now  are  looking  for  a  way  to 
■find"  some  Americans  while  at  the 
same  time,  "saving  face."  For  years 
they  have  adamantly  contended  that 
there  were  no  Americans  in  Vietnam. 
Additionally,  Mr.  Son  said  that  three 
search  teams  were  formed  to  investi- 
gate "live  sightings"  and  to  continue 
the  search  for  remains  of  deceased 
U.S.  servicemen.  Mr.  Son  held  out  the 
possibility  that  American  investigators 
might  join  Vietnamese  search  teams  in 
the  near  future.  He  said  he  hoped  this 
'humanitarian"  issue  could  be  re- 
solved within  2  years. 

Clearly  the  time  has  come,  Mr. 
Speaker,  to  accelerate  our  efforts  so  as 
not  to  leave  a  single  stone  unturned. 
American  POW/MIA's  deserve  no  less. 


MARKET-ORIENTED  SECTOR 
SPECIFIC  TALKS 

(Ms.  KAPTUR  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  her 
remarks. ) 

Ms.  KAPTUR.  Mr.  Speaker,  just  last 
month,  the  United  States  sent  a  team 
of  negotiators  to  Tokyo  to  begin  the 
new  round  of  bilateral  trade  talks  re- 
garding auto  parts.  These  negotia- 
tions, the  market-oriented  sector  spe- 
cific [MOSS]  talks,  are  essential  in  a 
time  of  $70  billion  deficits  with  Japan, 
half  of  that  being  in  autos  and  auto 
parts.  With  a  $15  billion  share  of  our 
market,  Japanese  firms  use  less  than  2 
percent  of  United  States  manufac- 
tured parts  in  their  production  in 
Japan.  But  even  more  disturbing  is 
that  many  of  the  parts  imports  coming 
into  this  country  from  Japan  as  origi- 
nal equipment  parts  are  being  shipped 
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directly  to  Japanese  transplant  auto 
assemblies  here  in  the  United  States. 
The  real  shame  is  that  makers  of 
these  parts  are  not  competing  fairly 
with  American  manufacturers  because 
American  manufacturers  aren't  even 
allowed  to  bid  on  the  business.  How 
can  we  let  this  happen  in  our  own 
country. 

The  U.S.  negotiators  thus  far  have 
missed  two  key  negotiating  points. 
First,  foreign  investment  must  be  in- 
cluded in  the  MOSS  negotiations,  be- 
cause many  of  the  barriers  our  compa- 
nies face  in  getting  a  two-way  street  in 
trade  are  imbedded  in  the  closed  rela- 
tionship between  Japanese  manufac- 
turers and  Japanese  suppliers,  both 
the  United  States  and  in  Japan.  Our 
companies  and  our  workers  are  implor- 
ing the  administration  and  the  Japa- 
nese Government  to  consider  the  ef- 
fects of  direct  foreign  investment  in 
the  United  States  by  the  Japanese  and 
to  recognize  the  effects  that  these  be- 
havioral impediments  have  on  free 
and  fair  trade. 

Finally,  Mr.  Speaker,  we  must  set 
targets  for  the  Japanese  to  purchase 
American-made  automotive  parts.  Be- 
cause of  the  nature  of  the  barriers 
present,  there  will  be  no  other  way  to 
measure  success  than  by  numbers. 
American  automotive  parts  companies 
hold  about  23  percent  of  the  world 
auto  market,  and  less  than  1  percent 
of  the  market  in  Japan.  We  should 
expect  that  within  5  years,  we  would 
hold  23  percent  of  the  Japanese 
market,  and  75  percent  of  our  own 
market.  As  a  Member  of  the  House 
auto  parts  caucus  watching  these  ne- 
gotiations. I  am  expecting  great 
things,  and  Japan  should  be  certain 
that  we  will  measure  such  success. 
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urgent  duty  to  account  for  missing 
servicemen  in  Vietnam  and  Laos. 

In  an  attempt  to  review  this  effort,  I 
am  particularly  pleased  to  announce 
that,  as  of  today,,  nearly  240  of  our  col- 
leagues have  agreed  to  cosponsor 
House  Concurrent  Resolution  129  to 
establish  a  congressional  commission 
to  free  U.S.  POW's  who  are  being  held 
in  Southeast  Asia.  This  commission 
would  be  named  for  that  great  Ameri- 
can who  invested  so  much  of  his  own 
time  and  effort  for  our  POW's— Mr.  H. 
Ross  Perot. 

Mr.  Speaker,  I  want  to  thank  my  col- 
leagues who  have  signed  on  to  this  leg- 
islation and  I  urge  the  House  to  con- 
sider it  favorably  before  we  adjourn 
this  session.  Let's  bring  our  missing 
men  home  at  last. 


HOUSE  CONCURRENT  RESOLU- 
TION 129,  LEGISLATION  TO 
CREATE  COMMISSION  TO  FREE 
U.S.  POW'S  IN  SOUTHEAST 
ASIA 

(Mr.  DREIER  of  California  asked 
and  was  given  permission  to  address 
the  House  for  1  minute  and  to  revise 
and  extend  his  remarks.) 

Mr.  DREIER  of  California.  Mr. 
Speaker,  I  rise  today  to  once  again 
remind  this  body  that  there  are  still 
over  2,400  missing  Americans  in 
Southeast  Asia.  As  we  mark  POW/ 
MIA  Recognition  Day,  I  think  we 
should  also  recognize  the  families  of 
these  missing  heroes. 

Despite  the  efforts  of  the  past  three 
administrations,  the  families  have 
waited  patiently  as  the  fates  of  their 
husbands,  fathers,  sons,  and  brothers 
have  been  held  hostage— some  for  over 
20  years  now.  Just  as  America  sought 
to  gain  the  release  of  the  hostages 
held  in  Iran  and  just  as  we  seek  to  free 
those  in   Lebanon,   it  should  be  our 


CONGRESS  MUST  ACT  TO  BAN 
THE  SCRAMBLING  OF  TELEVI- 
SION SIGNALS 

(Mr.  WISE  asked  and  was  given  per- 
mission to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  WISE.  Mr.  Speaker,  I  speak 
today  in  behaof  of  the  satellite  dish 
owners  of  the  United  States  and  par- 
ticularly West  Virginia.  There  is  a 
scrambling  problem,  Mr.  Speaker.  In 
many  rural  areas  there  is  not  adequate 
television  reception.  In  other  areas, 
cable  TV  is  either  not  accessible,  not 
affordable  or  simply  not  available. 

Now,  more  and  more  program  pro- 
ducers are  scrambling  their  signals. 
The  result  is  a  blackout  in  many  rural 
areas.  No  one  objects  to  a  fair  price 
but  $400  for  a  decoder  plus  a  high 
monthly  fee  simply  is  too  much.  Many 
of  us  have  been  pushing  for  lower 
prices,  but  so  far  we  have  not  been 
successful.  We  need  to  be  able  to  put 
pressure  to  accomplish  this. 

Already  I  have  cosponsored  three 
bills  to  stop  scrambling  or  at  least  ban 
it  for  2  years  while  we  try  and  work 
our  way  through  this  problem.  In  fur- 
thering this,  I  have  also  signed  a  dis- 
charge petition  to  bring  the  bill  to  the 
floor  to  stop  scrambling. 

Our  hope  is  to  bring  it  to  the  floor 
for  immediate  consideration  and  to 
put  the  pressure  on  that  we  so  badly 
need.  To  guarantee  fair-priced  and 
adequate  television  viewing,  this  Con- 
gress must  act  soon  to  ban  scrambling 
of  television  signals.  I  hope  others  will 
join  me  in  this  effort. 


human  rights  situation  of  Mr.  loan 
Constantine  Ruta  of  Bucharest,  Ro- 
rhanio.  Mr.  Ruta  has  been  imprisoned 
since  February  of  this  year  on  charges 
of  'bribery"  in  the  Jilava  secret  police 
prison  in  Bucharest.  He  was  detained 
shortly  after  his  wife,  Mrs.  Rodica 
Ruta  was  granted  political  asylum  in 
the  United, States.  Mr.  Ruta  and  his 
daughter  Alina  are  waiting  for  exit 
permits  to  join  Mrs.  Ruta  in  the 
United  States. 

Last  week  Alina  Ruta  was  finally 
granted  permission  to  see  her  father. 
Prior  to  this  visit  she  had  been  permit- 
ted to  see  him  only  once.  Mr.  Ruta. 
who  entered  prison  with  a  heart  condi- 
tion, told  his  daughter  that  he  had 
suffered  two  heart  attacks  since  his 
detention.  He  has  also  lost  70  pounds 
and  is  suffering  from  a  liver  ailment. 

Despite  assurances  from  the  Roma- 
nian Embassy  that  Mr.  Ruta  is  in  good 
health,  I  have  learned  that  Mr.  Ruta 
is  not  receiving  any  medical  treatment. 
Recently,  at  a  court  hearing  on  Mr. 
Ruta's  case,  three  doctors  testified 
that  he  should  be  transferred  to  a  hos- 
pital. Repeated  requests  by  Alina  to 
supply  medication  to  her  father  have 
all  been  denied. 

I  have  always  been  a  strong  support- 
er of  most-favored-nation  status  for 
Romania.  Among  other  reasons,  the 
renewal  of  MFN  each  year  allows  us  to 
evaluate  human  rights  in  Romania. 
Unfortunately,  my  patience  with  the 
Romanians  wears  thin  when  presented 
with  such  serious  human  rights  viola- 
tions like  those  against  Mr.  Ruta.  It  is 
violations  like  this  which  encourage 
Members  of  Congress  to  oppose  MFN- 
status. 

I  have  written  a  letter  to  President 
Ceausescu  of  Romania  requesting  his 
personal  assistance  in  the  transfer  of 
Mr.  Ruta  to  a  hospital  and  providing 
him  with  appropriate  medical  treat- 
ment. I  will  report  to  the  House  on  his 
response. 


GRAVE  HUMAN  RIGHTS  SITUA- 
TION OF  lOAN  CONSTANTINE 
RUTA 

(Mr.  FRENZEL  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. 

Mr.  FRENZEL.  Mr.  Speaker,  I  would 
like  to  invite  the  attention  of  the 
Members    of    this    House    the    grave 


FAIRNESS  CALLED  FOR  IN 
ROMANIAN  INCIDENT 

(Mr.  WOLF  asked  and  was  given  per- 
mission to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  WOLF.  Mr.  Speaker,  I  want  to 
rise  in  support  of  what  Congressman 
FRENZEL  said  with  regard  to  the  case  of 
the  individual  who  is  being  held  by  the 
Romanian  Government.  We,  today, 
got  a  letter  signed  by  about  30-some 
Members  of  Congress  who  support 
modifying  or  doing  away  with  the 
MFN. 

I  want  to  tell  the  Romanian  Govern- 
ment something  clearly:  If  you  do  not 
allow  this  individual  to  get  out  of  jail 
and  be  released  and  get  medical  treat- 
ment and  sent  to  the  United  States,  we 
in  this  body  are  going  to  knock  out 
MFN.  So  here  is  a  chance  for  Presi- 
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dent  Ceausescu.  Release  this  guy  and 
show  that  you  mean  something  or.  if 
you  do  not.  you  are  going  to  lose  MFN. 


THE  HOPES  OF  ALL  HUMANITY 

(Mr.  WEISS  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and' extend  his 
remarks. ) 

Mr.  WEISS.  Mr.  Speaker.  Soviet 
Foreign  Secretary  Shevardnadze  has 
arrived  in  the  United  States  to  discuss 
with  Secretary  of  State  Shultz  the  up- 
coming summit  meeting  between 
President  Reagan  and  Secretary  Gor- 
bachev. The  hopes  of  all  of  humanity 
rest  on  the  outcome  of  those  meetings 
because  the  very  future  of  humanity 
may  in  fact  depend  on  our  two  leaders, 
the  leaders  of  these  two  major  super- 
powers, taking  steps  toward  the  rever- 
sal of  the  nuclear  arms  race. 

The  House  of  Representatives  a  few- 
weeks  ago  in  adopting  the  Department 
of  Defense  authorization  bill  adopted 
a  provision  by  a  margin  of  80  votes 
which  mandated  a  moratorium  on  the 
testing  of  nuclear  explosives  of  over  1 
kiloton  so  long  as  the  Soviet  Union 
itself  adheres  to  that  same  test. 

It  is  to  be  hoped  that  President 
Reagan  will  follow  the  lead  of  the 
House  and  undertake  to  negotiate 
with  the  Soviet  Union  a  comprehen- 
sive test  ban  agreement. 

It  is  time  for  the  Reagan  administra- 
tion to  get  serious  about  banning  nu- 
clear explosions  once  and  for  all. 

Nuclear  testing  permits  the  super- 
powers to  develop  new  weapons  that 
are  more  powerful,  more  accurate,  and 
more  dangerous  than  ever  before.  It 
helps  drive  the  arms  race  forward. 

For  this  reason  every  President  from 
Dwight  Eisenhower  through  Jimmy 
Carter  has  pursued  a  comprehensive 
test  ban  treaty.  For  this  reason,  the 
American  public  wholeheartedly  sup- 
ports a  test  ban.  For  this  reason,  both 
the  House  of  Representatives  and  the 
Senate  have  previously  passed  non- 
binding  resolutions  calling  on  the 
President  to  reopen  negotiations  with 
the  Soviet  Union.  And  for  this  reason, 
the  House  recently  passed  as  part  of 
the  Department  of  Defense  authoriza- 
tion bill  a  ban  on  nuclear  tests  over  1 
kiloton. 

But  up  to  this  moment  Ronald 
Reagan  would  have  none  of  it.  He  is 
the  first  President  of  the  nuclear  age 
who  does  not  include  a  comprehensive 
test  ban  treaty  as  one  of  his  major  for- 
eign policy  objectives.  He  has  ignored 
the  pleas  of  the  American  people  to 
negotiate.  He  has  ignored  the  will  of 
Congress.  And  he  has  ignored  the 
overtures  of  the  Soviets,  who  have  re- 
frained from  nuclear  testing  for  more 
than  a  year  and  have  permitted  seis- 
mic monitoring  equipment  to  be 
placed  in  their  nation  by  United  States 
scientists. 


The  President  claims  that  a  test  ban 
can't  be  verified.  He  claims  that  we 
need  to  explode  our  weapons  to  see  if 
they  really  work.  But  these  claims  are 
simply  not  true.  The  real  reason  the 
President  clings  to  nuclear  testing  is 
that  a  ban  will  threaten  the  develop- 
ment of  new  weapon  systems,  includ- 
ing the  dangerous  and  costly  star  wars 
program. 

If  the  President  persists  in  his  posi- 
tion he  will  be  responsible  for  a  mon- 
strous arms  race  on  Earth  and  in 
space.  Better  by  far  if  he  and  Mr.  Gor- 
bachev take  the  path  of  peaceful  coop- 
eration and  arms  control. 

A  ban  on  nuclear  testing  will  be  a 
major  step  forward  in  the  fight  to 
achieve  a  freeze  and  eventual  reduc- 
tions in  nuclear  arms.  We  must  contin- 
ue to  work  thiough  the  legislative 
channels  to  enact  a  bilateral  ban  on 
nuclear  testing.  And  we  must  pressure 
the  administration  to  make  a  compre- 
hensive test  ban  treaty  an  important 
part  of  any  summit  agenda. 

We  can  achieve  a  nuclear  test  ban. 
We  can  achieve  a  freeze  and  reduc- 
tions in  nuclear  arms.  We  can  achieve 
a  safer  future  for  all  of  humanity. 


ploration   industry   to   once   again   be 
somewhat  re\ived. 


WE  NEED  AN  INCREASE  IN  THE 
OIL  IMPORT  TARIFF 

(Mr.  DORGAN  of  North  Dakota 
asked  and  was  given  permission  to  ad- 
dress the  House  for  1  minute  and  to 
revise  and  extend  his  remarks.) 

Mr.  DORGAN  of  North  Dakota.  Mr. 
Speaker.  I  want  to  echo  the  senti- 
ments expressed  by  Mr.  Lujan  earlier. 
I  think  it  is  time  for  an  oil  import 
tariff  in  this  country,  and  next  week,  a 
couple  of  my  colleagues  and  I.  during 
reconciliation  on  the  Ways  and  Means 
Committee,  intend  to  offer  that  sub- 
ject once  again. 

What  we  were  previously  required  to 
pay  to  the  OPEC  countries  we  are  now- 
unwilling  to  pay  to  ourselves  to  help 
reduce  the  Federal  deficit.  An  oil 
import  tariff  makes  sense  on  a  couple 
of  fronts:  First,  it  would  help  reduce 
the  Federal  deficit:  and  second,  behind 
it  we  could  once  again  revive  some  do- 
mestic energy  exploration. 

The  proposal  we  would  offer  would 
have  some  carveouts  for  home  heating 
fuel,  for  agricultural  use,  but  by  and 
large  it  would  establish  a  $22  floor  and 
a  variable  tariff  on  the  world  price  to 
that  floor. 

I  think  Mr.  Lujan  said  it  quite  well. 

It  is  time  for  this  government  to  seriousl.v 
consider,  at  a  time  when  our  oil  imports  are 
radically  increasing  once  again,  it  is  time  for 
us  to  consider  an  oil  import  tariff  in  this 
country. 

It  is  especially  time  when  we  are 
searching  for  such  desperately  needed 
revenue  to  reduce  the  Federal  deficit. 
To  impose  that  tariff,  dedicate  the 
revenue  to  drive  down  the  Federal  def- 
icit, and  then  allow  the  domestic  ex- 


ANY  INCREASE  IN  OIL  IMPORT 
TARIFF  IS  A  BAD  IDEA 

(Mr.  WALKER  asked  and  was  given 
permission  to  address  the  House  for  1 
minute.) 

Mr.  WALKER.  Mr.  Speaker,  over 
the  last  several  days  we  have  heard  a 
number  of  calls  on  the  floor  for  either 
raising  the  oil  import  tariffs  or  raising 
gasoline  taxes.  Let  us  understand  that 
when  anybody  takes  that  particular 
position  what  they  are  really  saying  to 
the  American  people  is  we  want  to 
raise  the  price  of  your  home  heating 
oil  and  we  want  to  raise  the  price  of 
transportation.  We  want  to  increase 
inflation  in  this  country  because 
energy  prices  are  spread  across  the 
whole  economy.  We  want  to  damage 
the  economic  recovery  that  is  taking 
place  because  higher  inflation  means 
higher  interest  rates.  We  are  really 
talking  about  something  that  will  have 
a  massive  economic  impact  to  the  det- 
riment of  the  consumers  of  this  coun- 
try and  to  the  detriment  of  our  econo- 
my as  a  whole. 

It  is  a  bad  idea:  it  ought  not  be  en- 
dorsed by  this  Government  or  by  this 
Congress. 


n  1405 


AGRICULTURE  IN  THE  GATT 

The  SPEAKER  pro  tempore  (Mr. 
Weiss).  Under  a  previous  order  of  the 
House,  the  gentleman  from  Nebraska 
[Mr.  Bereuter]  is  recognized  for  5 
minutes. 

Mr.  BEREUTER.  Mr.  Speaker,  on 
Monday.  September  15.  1986.  the 
United  States  and  the  other  91  nations 
that  are  members  of  the  General 
Agreement  on  Tariffs  and  Trade 
[GATT]  began  a  new  round  of  global 
trade  talks  at  Punta  del  Este,  Uru- 
guay, which  this  Member  hopes  will 
result  in  the  broader  coverage  of  trade 
items  under  GATT  and  a  GATT  that 
is  more  effective  in  reducing  unfair 
trade  practices. 

This  Member  is  confident  that  the 
interests  of  the  United  States  will  be 
well  represented  by  my  constituent, 
our  U.S.  Special  Trade  Representative, 
Ambassador  Clayton  Yeutter.  He  is  an 
exceedingly  knowledgeable  and  ener- 
getic trade  representative  who  has  a 
reputation  as  a  tough  negotiator  and 
the  most  know^ledgeable  person  on  ag- 
riculture ever  to  serve  in  that  position. 

The  need  for  the  United  States  to 
negotiate  aggressively  and  successfully 
at  the  new  GATT  round  is  necessitat- 
ed by  an  ever  increasing  trade  deficit 
and  a  growing  impatience  and  anger 
on  the  part  of  the  American  people 
with  the  unfair  trading  practices  of 
our  foreign  trading  partners.  These 
meetings,    preliminary    to    any    new 
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round  of  multilateral  trade  negotia- 
tions under  GATT.  will  therefore  have 
an  important  impact  on  the  future 
ability  of  this  country  to  compete 
fairly,  and  thus  successfully,  in  the 
world  market. 

I  am  pleased  to  see  that  this  admin- 
istration expressed  the  intent  to  take  a 
very  tough  stand  on  trade  issues  at 
these  preliminary  meetings  to  set  the 
agenda  for  the  new  GATT  round.  I  am 
also  pleased  that  the  administration  is 
willing  to  walk  away  from  the  GATT 
round  in  Uruguay  if  most  or  all  of 
America's  five  top  priorities  are  not  in- 
cluded in  the  agenda.  These  priorities 
include: 

First,  a  workable  definition  of.  and 
an  end  to,  export  subsidies  in  farm 
trade; 

Second,   stricter   international   rules 
against  piracy  of  intellectual  property: 
Third,  an  end  to  barriers  to  trade  in 
services; 

Fourth,  free  flows  of  investment 
funds;  and 

Fifth,  strcngthcnmg  of  GATTs  dis- 
pute settlement  procedures. 

Mr.  Speaker,  one  of  the  two  highest 
level  prioritie.s  for  the  next  GATT 
round,  along  with  bringing  services 
under  the  GATT  umbrella,  is  the  defi- 
nition and  phasing  out  of  agricultural 
export  subsidies.  The  United  States 
has  early  support  in  that  effort  from 
14  agricultural  exporting  nations,  in- 
cluding such  major  producers  as  Aus- 
tralia. Canada,  and  Argentina.  For 
thai  reason.  I  would  like  to  take  a  few 
minutes  today  to  tiiscuss  why  it  is  ab- 
solutely crucial  that  agricultural 
export  subsidies  be  included  in  the 
agenda  for  the  new  GATT  round. 

I  think  most  Members  of  the  House 
are  aware  that  agricultural  exports 
and  trade  are  vital  factors  in  the  well- 
being  of  our  Nations  economic  system. 
Employment  for  one-quarter  of  our 
Nations  work  force  is  linked  to  our 
ability  to  maximize  opportunities  aris 
ing  in  the  domestic  and  world  market 
for  basic  agricultural  commodities  and 
value-added  products. 

In  my  own  State  of  Nebraska,  for  ex- 
ample, agricultural  exports  generate 
more  than  $5  billion  in  economic  activ- 
ity within  the  State  each  year.  Cash 
receipts  of  $2.6  billion  from  exports  in 
1984  accounted  for  31  percent  of  the 
State's  total  agricultural  sales.  Farm- 
ers in  Nebraska  derived  $85  million  in 
net  income  from  exports  in  1984.  Agri- 
cultural exports  account  for  nearly 
30.000  of  the  State's  farm  and  non- 
farm  workers.  Feed  grains  and  prod- 
ucts. Nebraska's  leading  export  com- 
modity, accounts  for  over  one-half  of 
the  State's  agricultural  revenue— $1.13 
billion.  This  same  export  al.so  accounts 
for  12  percent  of  the  Nation's  total 
export  of  feed  grain  products. 

The  United  States  is  still  the  largest 
exporter  of  agricultural  commodities 
and  products  in  the  world,  despite  the 
fact  that  our  farm  export  sales  have 


declined  from  a  peak  of  $43.8  billion  in 
1981  to  an  estimated  $27.5  billion  this 
year.  Nationally,  crops  from  nearly 
two  out  of  five  acres  harvested  were 
exported  in  1984.  During  that  same 
year,  nearly  half  of  the  wheat,  soy- 
beans, rice,  cotton,  and  sunflower 
seeds  produced  in  the  United  States 
were  exported,  and  more  than  one- 
third  of  the  tobacco,  feed  grains,  and 
tallow  were  also  exported. 

In  recent  years.  U.S.  agriculture  has 
suffered  a  .serious  and  substantial  set- 
back in  agricultural  trade.  A  variety  of 
factors  has  contributed  to  the  recent 
decline  in  U.S.  agricultural  competi- 
tiveness. Only  some  of  these  factors, 
such  as  fluctuations  in  exchange  rate 
values  and  levels  of  worldwide  econom- 
ic growth,  can  logically  be  said  to  arise 
from  a  free  play  of  world  economic 
forces.  More  often,  the  outcome  of 
competition  in  world  markets  results 
from  the  direct  actions  of  government. 

Unfair  trade  practices  of  other  na- 
tions lessen  our  opportunities  in  our 
own  market  and  in  markets  overseas. 
Unfortunately,  reform  of  domestic 
policies  must  take  place  in  an  interna- 
tional context.  Such  policies  are  the 
.subject  of  conflicting  agendas  and  loy- 
alties, and  of  jurisdictional  privilege. 
In  an  increasingly  competitive  envi- 
ronment, efforts  to  overturn  the 
unfair  trade  practices  of  other  sover- 
eign nations  becomes  greatly  more  dif- 
ficult. 

In  setting"  the  agenda  for  the  new 
GATT  round,  the  European  Commu- 
nity, and  the  French  in  particular, 
have  indicated  a  reluctance  to  include 
the  subject  of  agricultural  subsidies  in 
the  upcoming  GATT  discussion.  How- 
ever, inclusion  of  agriculture  in  the 
GATT  should  ultimately  be  just  as 
much  in  the  interest  of  citizens  of 
France  as  it  is  in  the  interest  of  the 
citizens  of  the  United  States  of  Amer- 
ica. 

It  is  clearly  in  the  self-interest  of  the 
United  States  and  the  European  Com- 
munity as  a  whole  to  negotiate  some 
international  rules  on  agricultural  sub- 
sidies that  will  begin  to  reduce  the 
level  of  fiscal  insanity  and  farm 
income  instability  that  prevails  as  a 
result  of  agricultural  trade  today. 

In  recent  years,  both  the  United 
States  and  Western  Europe  are  put- 
ting enormous  amounts  of  financial  re- 
sources in  agriculture..  We  are  both 
stimulating  agricultural  production  at 
a  time  when  there  are  insufficient 
markets  for  that  production.  It  is  an 
incongruous  situation  that  simply 
must  be  changed. 

In  many  agricultural  products,  the 
international  market  share  for  the 
United  States  has  been  going  down 
while  the  international  market  share 
for  European  Community  exports  has 
been  going  up.  This  is  primarily  the 
result  of  the  EC's  very  aggressive 
export  subsidy  policy,  and  until  some 
recent  progress,  a  very  passive  export 


policy    on    the    part    of    the    United 
States. 

For  the  first  time  in  many  years,  the 
United  States  is  becoming  more  active 
in  using  export  subsidy  programs.  This 
has  created  concerns  not  only  in  West- 
ern Europe,  but  also  other  export  com- 
petitors in  developing  countries  which 
are  hurt  by  the  process. 

From  an  economic  standpoint,  most 
of  what  is  happening  in  the  world  of 
agriculture  today  makes  very  little 
.sense.  Where  is  the  wisdom  of  our  ac- 
tions when  the  taxpayers  of  Western 
Europe,  the  taxpayers  of  the  United 
States  and  their  consumers  on  both 
continents  are  paying  the  price— par- 
ticularly in  the  European  Community? 
Other  producing  countries  like  Austra- 
lia and  even  lesser  developed  nations 
are  also  paying  the  price  in  reduced 
world  price  levels  that  is  cutting  into 
their  incomes. 

There  are  practical  solutions  to  even 
what  appear  to  be  some  of  the  most 
intractable  problems  facing  U.S.  agri- 
culture in  the  world  trade  arena. 
During  the  past  year,  this  Member  has 
been  an  active  participant  in  a  com- 
mission created  by  this  Congress  to 
study  the  problems  associated  with 
the  decline  in  U.S.  agricultural  ex- 
ports. 

The  National  Commission  on  Agri- 
cultural Trade  and  Export  Policy  in 
June  of  this  year  issued  its  final  report 
which  contains  its  recommendations 
that  will  increase  U.S.  agricultural  ex- 
ports. An  emphasis  on  the  problems  of 
agricultural  trade  subsidies  and  bar- 
riers in  the  next  GATT  negotiation 
was  a  major  issue  addressed  by  the  Ag- 
ricultural Export  Commission.  In 
regard  to  GATT.  the  Commission 
made  the  following  recommendations: 
GATT  Reform 

The  following  reforms  .should  be  under- 
taken in  respect  to  the  GATT: 

(a)  Achievemeni  of  tighter  GATT  enforce- 
ment powers. 

The  enforceability  of  GATT  rulings  is  un- 
dermined by  the  consensus  nature  of  GATT 
decision-making,  the  veto  power  of  signato- 
ries, and  the  absence  of  binding  require- 
ments on  signatories  in  the  event  of  a  find- 
mg  of  unfair  export  subsidization.  The  rule 
of  unanimous  consent  should  be  eliminated. 
The  current  GATT  process  makes  it  too 
easy  for  GATT  violators  to  sidestep  their 
treaty  obligations.  The  process  should  be 
undergirded  by  automatic  and  admissible  re- 
taliatory actions  that  are  binding  on  all 
GATT  signatories. 

'b)  Clarification  of  Criteria  Relating  to 
Unfair  Trade  Practices  contained  In  the 
Subsidies  and  Countervailing  Duties  Code  & 
Article  XVI  of  GATT. 

Current  criteria  contained  in  the  Subsi- 
dies Code  governing  GATT  definition  of 
export  subsidies  need  greater  clarification. 
The  Subsidies  Code  was  intended  to  refine 
the  definition  of  admissible  and  inadmissi- 
ble trade  practices  referred  to  in  Articles  VI. 
XVI  and  XIII  of  the  GATT.  In  practice, 
however,  the  Code  provides  cover  and  lends 
an  air  of  legitimacy  to  trade  practices  thai 
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are  clearly  in  violation  of  fair  trade  pre- 
cepts. 

Export  subsidies  applied  to  primary  prod- 
ucts should  face  the  same  restrictions  as  are 
currently  applied  to  subsidies  on  non-pri- 
mary products.  Every  effort  should  be  made 
to  provide  for  specific  prohibition  of  such 
subsidies  regardless  of  current  criteria, 
which  allows  such  practices  in  the  event 
that  their  use  does  not  result  in  exports 
above  an  'equitable  share  "  of  world  mar- 
kets. 

Consideration  should  be  given  to  amend- 
ment to  GATT  to  allow  the  imposition  of 
countervailing  duties  on  subsidized  imports 
without  a  finding  of  injury  to  a  domestic  in- 
dustry or  at  a  lower  standard  of  injury  than 
the  present  "material  injury'  standard. 

(c)  Extension  of  GATT  applicability  to 
State  trading  activities. 

State  trading  activities  are  common  in 
world  agricultural  trade  and  yet  issues  aris- 
ing from  the  incidence  of  unfair  state  trad- 
ing are  unaddressed  by  GATT.  State  selling 
agencies  engage  in  export  subsidy  and 
dumping  activities  and  state  importing 
agencies  engage  in  preferential,  "closed 
door"  purchasing:  however,  it  is  currently 
virtually  impossible  to  determine  the  extent 
of  their  involvement.  GATT  rules  are 
needed  to  govern  the  activities  of  state  trad- 
ing organizations  to  include: 

(i)  Provision  for  greater  transparency  on 
exporter  and  importer  sales  transactions,  as 
to  prices,  credit  terms,  or  other  transactions 
by  slate  exporting  and  importing  organiza- 
tions: 

(ii)  Tightening  of  state  practices  in  regard 
to  export  sales  at  prices  different  from  in- 
ternal sales  prices,  and  internal  sales  prices 
unrelated  to  world  prices: 

(iii)  Open  bidding  for  all  imports. 

(d)  Improved  and  Expedited  Dispute  Set- 
tlement within  GATT 

GATT  dispute  mechanisms  are  currently 
far  too  cumbersome  and  slow  By  contrast, 
determinations  of  the  International  Trade 
Commission  and  subsequent  Executive 
action  in  countervailing  and  anti-dumping 
cases  are  subject  to  a  much  more  stringent 
and  legally  binding  time  constraint. 

The  Commission  believes  that  time  con- 
straints and  procedures  under  Section  301 
of  the  Trade  Act  of  1974  should  be  no  less 
binding  than  legislatively  mandated  require- 
ments under  Section  201-203  of  the  1974 
Act.  and  Section  337  and  Title  VII  of  the 
1930  Tariff  Act. 

Consideration  should  be  given  to  the  fol- 
lowing improvements  in  the  GATT  dispute 
settlement  process: 

(i)  Allow  the  Director-General  of  GATT 
to  intervene  more  effectively  to  bring  dis- 
puting parties  into  mediation  and  arbitra- 
tion: 

(ii)  Bind  disputing  parties  to  voluntarily 
agree  in  advance  to  submit  their  case  to  a 
neutral  arbitration  panel  and  to  abide  by 
the  panel's  decision. 

(iii)  Designate  pre-.selected.  non-govern- 
mental individuals,  rather  than  government 
representatives,  to  serve  on    expert  panels": 

(iv)  Establish  a  reasonable  timetable  for 
consideration  and  action  by  "experts'":  and 
provide  uniform  guidelines  for  information 
to  be  contained  in  such  reports: 

(V)  Provide  for  automatic  publication  of 
all  panel  reports.  The  adoption  of  or  alter- 
ation of  panel  recommendations  should  be 
separated  from  the  panel  report. 

(e)  Retain  Appropriate  Safeguards  and 
Retaliatory  Capabilities  to  Ensure  Greater 
Cooperation  in  Trade  Matters. 

The  United  States  government  and  U.S. 
negotiators    in    international    fora    should 


have  appropriate  ammunition  to  aggressive- 
ly pursue  international  cooperation  in  trade 
matters.  Great  care  should  be  taken  in  the 
selection  and  preparation  of  U.S.  negotia- 
tors. In  addition,  as  recommended  else- 
where, to  encourage  timely  action  on  301 
cases,  the  U.S.  Trade  Representative  should 
be  required  to  take  retaliatory  action 
against  nations  utilizing  unfair  trade  prac- 
tices within  15  to  18  months  of  the  filing  of 
a  301  petition,  except  if  (a)  he  determines 
within  such  time  that  action  in  respect  to 
the  301  petition  is  unwarranted:  (b)  determi- 
nation is  made  by  appropriate  and  binding 
GATT  mechanisms  that  the  U.S.  position  is 
unsubstantiated:  or  (c)  agreement  is  entered 
into  with  the  offending  nation  to  eliminate 
such  practices. 

Appropriate  attention  should  be  given  to 
the  maintenance  of  programs  designed  to 
protect  U.S.  industries  from  the  effect  of 
unfair  import  competition. 

As  we  proceed  with  the  meetings  in 
Punta  (iel  Este.  Uruguay,  preparatory 
to  a  new  GATT  round,  the  administra- 
tion and  this  Congress  should  keep  in 
mind  that  American  agriculture  is 
under  unprecedented  assault  by  for- 
eign governments  employing  aggres- 
sive and  unfair  trade  practices. 

Today,  despite  the  desire  of  this  ad- 
ministration, there  is  in  reality  almost 
no  free  market  in  world  agriculture. 
Furthermore,  policies  of  government, 
rather  than  market  forces,  increasing- 
ly dictate  the  terms  and  conditions 
under  which  competition  takes  place. 
If  this  situation  continues  to  prevail, 
the  U.S.  Government  must  take  a  far 
stronger  position  on  matters  of  trade. 

Trade  barriers  beget  trade  barriers 
and  unfair  import  competition  begets 
protectionism.  As  a  rule,  there  are 
always  more  losers  than  winners  in  a 
trade  war.  However,  if  the  major  trade 
issues  affecting  the  United  States  are 
not  going  to  be  addressed  in  a  new 
GATT  round,  the  U.S.  Government 
should  be  prepared  and  willing  to  uti- 
lize, and  then  actually  use,  all  appro- 
priate retaliatory  capabilities,  and 
employ  all  other  effective  means  to 
counter  the  disruptive  affect  of  for- 
eign export  subsides,  nontariff  and 
tariff  trade  barriers  and  unfair  import 
competition  on  American  agriculture 
and  food  industries.  That  is  the  view 
of  this  Member  of  Congress  and  I  urge 
the  administration  to  take  this  ap- 
proach. 


FHA  ASSISTANCE  TO 

SALAMANCA 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  New  York  [Mr.  Lundine] 
is  recognized  for  5  minutes. 

Mr  LUNDINE  Mr.  Speaker,  today  I  am  In- 
troducing a  bill  designed  to  provi(Je  a  very 
special  kind  of  assistance  to  a  small  city  in 
our  district.  Salamanca,  NY.  This  provision  is 
noncontroversial:  It  was  part  of  the  housing 
bill  which  has  already  passed  the  House  of 
Representatives. 

This  legislation  enables  the  Federal  Housing 
Administration  to  ensure,  under  the  provisions 


of  the  National  Housing  Act,  residential  mort- 
gages secured  by  property  located  on  land 
that  IS  within  the  Allegany  Resen/atlon  of  the 
Seneca  Indian  Nation.  This  revenue-neutral 
provision  IS  of  paramount  Importance  to  Sala- 
manca. 

The  city  ot  Salamanca  Is  In  a  unique  situa- 
tion. Approximately  85  percent  of  the  land 
upon  which  the  city  Is  located  lies  within  the 
Allegany  Reservation  of  the  Seneca  Nation  of 
Indians.  The  Indian  lands  are  occupied  under 
99-year  leases  which  are  due  to  expire  In 
1991.  The  leases  were  ratified  by  Congress  In 
February  of  1892,  under  authority  of  two  spe- 
cial acts  of  Congress. 

The  Impending  expiration  of  these  leases 
and  the  uncertainties  surrounding  the  method 
of  renewal  or  renegotiation  of  the  leases  have 
been  causing  extreme  economic  hardships  for 
the  citizens  of  Salamanca.  While  the  lease  sit- 
uation has  resulted  In  a  gradual  erosion  of  the 
city's  economic  base  for  nearly  10  years,  the 
situation  IS  becoming  Increasingly  urgent  due 
to  the  complete  lack  of  mortgage  financing  In 
the  community.  As  of  January  1,  1985.  the 
city's  lending  institutions  have  refused  to 
make  any  loans  In  Salamanca  beyond  a  5- 
year-term. 

The  lack  of  available  financing  for  industrial, 
commercial,  and  even  residential  transaction 
has  brought  most  economic  activity  to  a 
standstill.  Failure  to  address  this  problem  will 
continue  to  have  sehous  Implications  for  the 
city's  ability  to  attract  new  business,  create 
jobs,  and  stimulate  economic  growth.  The  lack 
of  money  for  residential  mortgages  has  been 
a  tremendous  hardship  for  families  wishing  or 
needing  to  relocate,  as  well  as  for  those  fami- 
lies wishing  to  purchase  a  home  In  Sala- 
manca. 

If  there  Is  any  community  in  the  country  that 
needs  or  deserves  FHA  assistance,  It  Is  cer- 
tainly Salamanca.  This  city  desperately  needs 
the  rejuvenation  that  FHA  insurance  of  resi- 
dential mortgages  will  make  possible.  While 
the  ultimate  resolutions  of  this  problem  must 
be  achieved  by  the  city  and  the  Seneca 
Nation,  the  situation  in  Salamanca  Is  now  so 
serious  I  feel  that  outside  assistance  is  essen- 
tial. Time  Is  running  out  for  Salamanca.  Adop- 
tion of  the  legislation  I  am  Introducing  today 
Will  give  the  city  the  boost  It  desperately 
needs  and  deserves. 

This  measure  is  revenue  neutral.  Further  It 
does  not  represent  an  unreasonable  risk  for 
FHA.  The  law  under  which  these  leases  were 
ratified  In  1892  clearly  allows  for  renewal  of 
the  leases:  the  only  unresolved  question  Is  the 
terms  of  the  renewal  All  parties  involved  have 
a  common  Interest  in  assuring  that  these 
terms  are  reasonable  that  they  foster  residen- 
tial and  commercial  growth  for  Salamanca's 
future. 

I  urge  the  Members  of  this  body  to  pass  this 
legislation  expeditiously. 
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THE  TAX  BILL 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  Texas  [Mr.  Archer]  is 
recognized  for  60  minutes. 

Mr.  ARCHER.  Mr.  Speaker,  I  come 
again  to  the  floor  of  the  House,  as  I 
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have  the  last  2  days,  to  shed  additional 
light  on  the  forthcoming  broad-based 
tax  revision  bill  which  is  expected  to 
be  on  the  floor  Thursday  of  next  week 
for  debate  and  vote. 

I  think  it  is  extremely  important 
that  we  understand  the  impact  of  the 
provisions  of  the  bill  so  that  the  Amer- 
ican people,  as  well  as  my  colleagues 
here  in  the  House  and  in  the  other 
body,  will  be  able  to  cast  an  intelligent 
vote. 

This  bill  is  frequently  called  the  tax 
simplification  bill  and  nothing  could 
be  farther  from  the  truth.  It  should  be 
called  the  tax  increase  complexity  bill. 
We  now  know  for  the  first  time,  be- 
cause the  bill  was  officially  filed  in 
writing  with  the  House  yesterday,  late, 
that  it  contains  2,400  new  pages  in  the 
document  that  we  will  vote  on  next 
week. 

Currently,  if  you  wish  to  practice 
tax  law,  it  takes  33  feet  of  shelf  space 
just  for  the  volumes  of  the  Internal 
Revenue  Code  and  the  IRS  regula- 
tions that  one  must  have  as  a  resource 
in  order  to  understand  the  law. 

That  does  not  include  all  of  the 
pages  of  judicial  decisions  which  must 
also  be  considered.  This  new  broad- 
based  revision  bill,  and  I  call  it  that 
rather  than  a  reform  bill  because 
reform  implies  that  it  is  in  a  total  way 
good,  with  its  additional  2,400  pages 
that  will  be  passed  on  by  the  Congress 
next  week  will  add  many,  many  addi- 
tional new  feet  of  shelf  space  for  the 
volumes  that  must  be  looked  on  in 
order  to  interpret  and  determine  what 
the  code  is.  It  will  not  be  a  reduction 
in  the  amount  of  regulations  or  pages 
of  the  Tax  Code.  It  will  not  be  a  reduc- 
tion in  the  amount  of  outside  private 
activity  that  will  be  required  on  the 
part  of  private  practitioners  to  deal 
with  the  increased  number  of  IRS 
agents  which  this  documents  antici- 
pated. 

a  1415 

Now.  make  no  mistake  about  it,  it  is 
complexity,  not  simplicity.  There  are 
other  features  in  the  bill,  of  course, 
that  are  good,  but  one  of  them  is  not 
simplicity. 

A  part  of  the  bill  that  my  colleagues, 
the  gentleman  from  Illinois  [Mr. 
CraneI  and  the  gentleman  from  Min- 
nesota [Mr.  Frenzel]  did  not  discuss 
last  night  in  any  great  depth  was  what 
is  going  to  happen  to  those  people  who 
have  retirement  programs  and  have 
contributed  their  own  dollars  after 
taxation,  not  tax  deductible  dollars, 
but  their  own  dollars,  put  them  aside 
in  anticipation  of  having  a  retirement 
benefit  when  they  reach  that  age? 

Well,  what  is  going  to  happen  to 
them,  and  it  is  going  to  happen  retro- 
actively, is  that  they  will  in  effect  be 
doubled  taxed  on  their  earnings.  They 
paid  taxes  once  on  the  money  that 
they  put  into  their  fund.  When  the  re- 
tirement benefits  come  out  and  they 


receive  their  own  money  back,  they 
will  pay  taxes  once  again  on  these  re- 
tirement benefits. 

I  classify  that  as  being  unfair.  I 
think  it  weighs  on  the  scales  of  bal- 
ance of  what  is  fair  and  unfair  in  this 
bill. 

Mr.  Speaker,  I  yield  to  the  gentle- 
man from  Virginia  [Mr.  Wolf]  who 
has  a  very,  very  strong  interest  in  this 
area,  for  what  comments  the  gentle- 
man would  like  to  make  at  this  time. 

Mr.  WOLF.  Mr.  Speaker.  I  want  to 
thank  the  gentleman  from  Texas  [Mr. 
Archer]  for  taking  the  leadership,  and 
the  gentleman  from  Illinois  [Mr. 
Crane]  on  this  effort  to  recommit. 

To  those  who  are  listening  back  in 
their  offices  and  those  who  are  listen- 
ing in  their  homes  throughout  this 
country,  what  we  would  urge  you  to  do 
after  you  listen  to  the  gentleman  from 
Texas  [Mr.  Archer]  and  the  gentle- 
man from  Illinois  [Mr.  Crane]  is  to 
tell  your  Congressmen  and  Senators  to 
support  next  week  the  motion  to  re- 
commit of  the  gentleman  from  Texas 
[Mr.  Archer]. 

Let  me  give  you  a  couple  reasons 
why.  The  people  who  ought  to  be  lis- 
tening to  what  I  am  going  to  say  are  a 
certain  category  of  people. 

One,  if  you  are  a  policeman  or  if  you 
are  a  friend  or  related  to  a  policeman, 
this  what  I  am  going  to  say  affects 
you.  If  you  happen  to  be  a  congres- 
sional staffer  or  mother  or  father  or 
uncle  or  aunt  of  a  congressional  staff- 
er, this  affects  you.  If  you  happen  to 
be  a  fireman,  this  affects  you.  This  is 
your  bill.  If  you  happen  to  be  a  State 
or  local  or  country  employee  or  execu- 
tive, this  impacts  on  you.  If  you 
happen  to  be  an  FBI  agent  or  DEA 
agent  or  a  cancer  researcher  at  NIH  or 
something  like  that,  this  bill  affects 
you. 

If  you  have  to  be  cutting  your  Social 
Security  checks,  this  affects  you,  or 
quite  frankly,  if  you  are  getting  a 
Social  Security  check,  this  really  im- 
pacts on  you. 

So  the  rest  of  you  can  kind  of  tune 
out  maybe,  but  those  of  you.  20  mil- 
lion of  you,  this  what  I  am  going  to 
say  impacts  on  you. 

Let  me  just  tell  you.  like  many  in 
the  House,  I  see  the  need  for  tax 
reform.  I  wholeheartedly  support  the 
elimination  of  special  preferences  and 
loopholes  and  believe  that  all  individ- 
uals and  corporations  should  pay  their 
fair  taxes.  Everyone  I  think  would 
agree  with  that. 

I  support  the  intent  of  the  legisla- 
tion to  make  the  Tax  Code  more  fair 
and  simpler. 

Unfortunately,  this  bill  that  we  have 
before  us,  which  will  be  here  next 
week,  as  the  gentleman   from  Texas 

[Mr.  Archer]  said,  is  very  complex.  It 
is  not  simple:  but  I  think  more  impor- 
tant than  that,  it  is  not  fair.  It  is 
unfair.  It  is  really  a  very  unfair  piece 
of  legislation. 


Let  me  put  the  question  to  you  that 
hundreds  of  my  constituents  and 
people  all  over  this  country  have 
asked  in  letters  in  the  last  week  alone. 
Why  should  public  servants  who  con- 
tribute to  and  pay  taxes,  as  the  gentle- 
man from  Texas  [Mr.  Archer]  said  on 
their  retirement  plans  be  targeted,  be 
impacted? 

It  is  almost  like  the  people  on  the 
Ways  and  Means  Committee  and  the 
people  on  the  Senate  Finance  Commit- 
tee zeroed  in  on  these  individuals. 
There  must  be  some  reason  why. 

Is  it  fair  to  single  out  the  20  million 
individuals  at  local.  State,  and  Federal 
levels,  who  make  this  country  work, 
teachers— and  I  forgot  to  mention,  if 
you  are  a  teacher  and  you  are  watch- 
ing, or  the  husband  or  the  wife  of  a 
teacher,  or  if  you  are  a  student  watch- 
ing, this  impacts  on  your  teachers.  It 
impacts  on  teachers  very  severely. 
These  are  men  and  women  who  have 
dedicated  their  lives  to  the  public  good 
and  should  they  have  to  pay  for  this_ 
package  to  the  tune  of  $1.8  billion  in 
1987  and  S2  billion  thereafter? 

The  conference  committee  did  not 
stop  at  repealing  the  3-year  recovery 
period.  As  Congressman  Archer  said, 
they  also  made  the  provision  retroac- 
tive. 

Supporters  of  tax  reform  ask  why 
the  poor  should  bear  the  burden  of 
taxation  in  this  country.  I  ask  in  refer- 
ence, why  should  the  public  servants 
bear  this  burden? 

Let  me  read  a  letter  to  you  that  I 
just  received  the  other  day,  and  I  wish 
all  the  Members  of  the  House  could 
hear  this,  because  I  know  if  you  heard 
this  letter  you  would  vote  for  the 
motion  to  recommit  of  the  gentleman 
from  Texas  [Mr.  Archer]. 

I  want  to  tell  the  Members  who  are 
listening  and  the  people  back  in  their 
homes  in  Buffalo  and  Toledo  and 
other  places 

The  SPEAKER  pro  tempore  (Mr. 
Weiss).  If  the  gentleman  will  desist 
for  a  moment,  under  the  rules,  and  the 
Chair  thinks  the  gentleman  is  aware 
of  this,  but  may  have  forgotten,  what- 
ever addresses  or  comments  are  made 
have  to  be  addressed  to  the  Members 
of  the  body  and  not  to  anyone  else 
who  may  be  in  an  audience  elsewhere. 

Mr.  WOLF.  I  thank  the  Speaker. 

I  would  direct  these  comments  to  my 
colleagues  to  listen  to  this  letter.  This 
just  came  in  the  other  day.  It  says: 

Dear  Mr.  Wolf;  I  am  sending  this  letter 
to  you  to  try  to  get  your  support  against  the 
discrimination  against  government  workers 
who  are  about  to  retire  as  I  am.  I  am  61 
years  old  and  3  months  short  of  retiring  and 
suddenly  they  are  trying  to  slip  the  rug 
from  under  me  by  not  giving  me  an  opportu- 
nity before  taking  taxes  from  my  annuity. 

I  first  started  working  for  the  government 
in  1943- 

And  I  would  tell  the  Members  that 
many  of  the  people  who  are  being 
hurt  the  most  are  veterans,  many  vet- 
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erans  who  work  for  the  Government 
who  were  originally  veterans  would  be 
hurt  very  much.  Let  me  continue  with 
the  letter: 

I  first  started  working  for  the  government 
in  1943.  but  took  lime  out  to  rai.se  my  chil- 
dren and  started  back  to  work  in  December 
of  1959  when  my  husband  became  disabled. 
Since  that  time  the  government  took  taxes 
from  me  on  the  money  they  took  out  of  my 
salary  to  put  into  the  retirement  fund.  Be- 
lieve me.  it  was  difficult  in  those  days  to 
take  care  of  a  family  of  six  on  a  Grade-3 
salary.  Anyway,  about  six  years  ago  my  hus- 
band had  a  stroke  and  is  very  disabled  phys- 
ically and  mentally  and  I  have  severe  hyper- 
tension and  planned  to  retire  at  the  end  of 
December.  I  tried  and  tried  to  get  solid  in- 
formation— 

And  she  underlines  "solid  informa- 
tion— 

about  the  tax  bill  and  how  it  would  affect 
me. 

Parenthetically.  I  might  say  to  my 
colleagues,  and  I  know  they  will  un- 
derstand this.  Members  of  Congress 
have  tried  and  tried  to  get  information 
and  have  not  been  able  to  get  informa- 
tion, so  I  understand  what  she  is 
saying. 

Mr.  GONZALEZ.  Mr.  Speaker,  will 
the  gentleman  yield  for  a  question? 

Mr.  ARCHER.  Yes.  I  am  happy  to 
yield  to  the  gentleman  from  Texas  for 
the  purpose  of  asking  a  question  of 
the  gentleman  from  Virginia. 

Mr.  GONZALEZ.  Mr.  Speaker.  I 
thank  my  colleague  from  Texas. 

The  reason  I  rise  is  that  it  has  to  do 
with  the  confusion  surrounding  just 
what  the  tax  bill  really  finally  looks 
like,  but  also  with  respect  to  the  state- 
ment the  gentleman  made  in  which  he 
indicated  that  State  and  local  retirees 
would  be  taxed. 

My  understanding,  the  last  report  I 
had  was  that  really  the  gross  unfair- 
ness of  that  provision  was  that  the 
Federal  retirees  were  being  singled  out 
and  that  local  and  State  retirees  were 
being  exempted.  Which  is  right? 

Mr.  ARCHER.  Well.  I  would  say  to 
the  gentleman  that  although  we  still 
do  not  have  a  printed  copy,  hopefully 
by  tomorrow  afternoon  we  will  and  we 
can  look  at  the  wording  in  it. 

People  have  been  asked  to  cast  their 
votes  up  to  this  point  without  knowing 
what  the  document  is  and  many  are 
already  committed,  and  I  think  that  is 
unfortunate;  but  what  we  do  under- 
stand at  this  time  is  that  all  retirees 
who  have  contributed  their  own  funds 
into  their  retirement  program,  after 
tax  dollars,  funds  that  have  already 
been  taxed,  who  currently  under  the 
law  when  they  begin  to  draw  their  re- 
tirement benefits  get  that  back  with- 
out taxation,  which  is  appropriate,  are 
now  prohibited  from  getting  their 
money  back  in  the  first  3  years  and 
must  spread  it  out  over  whatever  their 
actuarial  life  is  and  that  applies  to  any 
retiree,  any  program  where  there  has 
been  a  contribution  with  after-tax  dol- 
lars by  the  employee. 


My  understanding  is— again  not 
having  seen  the  document— that  it  will 
apply  uniformly  to  everyone  who  fits 
in  that  category  and  I  assume  that  is 
the  understanding  of  my  colleague, 
the  gentleman  from  Virginia,  and  of 
the  gentleman  from  Illinois. 

Mr.  WOLF.  Mr.  Speaker,  if  the  gen- 
tleman will  yield,  that  is  correct.  That 
is  the  understanding  that  I  have  and. 
of  course,  if  that  is  the  case,  and  that 
is  what  we  have  been  told,  that  is  ab- 
solutely terrible:  but  should  the  gen- 
tleman be  right  or  should  it  be  that 
just  Federal  employees  are  covered 
and  not  State  and  local,  that  would  be 
equally  bad,  because  then  you  would 
be  really  discriminating  against  these 
people. 

Mr.  GONZALEZ.  I  agree  with  that. 
The  question  I  was  raising  was  wheth- 
er or  not  in  effect  this  final  version 
does  contain  the  exemption  of  the 
local  and  State  retirees. 

Mr.  ARCHER.  My  understanding,  I 
will  say  to  my  friend  from  Texas,  is 
that  it  does  cover  State  and  local  em- 
ployees, the  same  as  it  does  Federal 
employees. 

Mr.  GONZALEZ.  Mr.  Speaker,  I 
thank  the  gentleman. 

Mr.  CRANE.  Mr.  Speaker,  will  the 
gentleman  yield  on  that  point? 

Mr.  ARCHER.  I  am  happy  to  yield 
to  the  gentleman  from  Illinois. 

Mr.  CRANE.  Mr.  Speaker,  that  is 
also  my  understanding.  I  have  had  nu- 
merous communications  from  people 
back  home  in  Illinois,  schoolteachers, 
policemen,  firemen,  as  indicated  by 
the  gentleman  from  Virginia:  that  is 
also  their  understanding  of  what  is  in 
the  bill.  too. 

I  thank  the  gentleman  for  yielding. 

Mr.  WOLF.  Mr.  Speaker,  if  I  could 
just  continue  to  read  this  letter. 

Mr.  ARCHER.  I  yield  to  the  gentle- 
man from  Virginia. 

Mr.  WOLF.  The  letter  goes  on  that 
her  husband  had  suffered  a  stroke  and 
had  been  disabled  and  since  that  time 
the  Government  took  taxes  from  her. 
She  says: 

Believe  me.  it  was  difficult  in  those  days 
to  lake  care  of  a  family  of  six  on  a  Grade-3 
salary.  Anyway,  about  six  years  ago  my  hus- 
band had  a  stroke  and  is  very  disabled  phys- 
ically and  mentally  and  I  have  severe  hyper- 
tension and  planned  lo  retire  at  the  end  of 
December. 

I  tried  and  tried  to  gel  .some  solid  informa- 
tion about  the  tax  bill  and  how  it  would 
affect  me.  It  was  a  deep,  dark  mystery,  until 
suddenly  they  decided  lo  take  that  one  pari 
of  its  pertaining  lo  people  who  could  not 
help  themselves  or  make  any  changes  in 
their  planning  and  '  pui  one  over  on  them". 
I  call  that  diriy  pool. 

I  certainly  think  some  kind  of  clause 
should  be  grandfathered  in  the  bill  so  that 
it  would  not  affect  persons  who  had  no  op- 
portunity to  change  their  plans.  At  best.  1 
will  barely  gel  enough  lo  support  us.  I  have 
a  second  trust  that  will  be  paid  off  in  a  Utile 
over  two  years  and  I  had  been  planning  in 
the  past  eight  years  that  just  about  the 
time  it  would  be  paid  in  full  I  would  have  lo 
start  paying  income  taxes  and  it  would  just 


about  lake  care  of  it.  That  has  been  my  plan 
for  the  past  eight  years. 

Now  what  can  I  do.  go  to  jail  for  nonpay- 
ment of  income  taxes  or  do  I  lose  my  house? 
I  really  haven't  had  many  choices.  There  is 
only  so  much  pie  and  it  is  already  spread 
pretty  thin. 

Mr.  Speaker.  I  will  not  go  through 
all  these  other  letters,  but  I  will 
submit  these  other  letters  for  the 
Record. 

I  think  what  we  are  trying  to  say 
here,  and  I  will  be  very  brief,  you  may 
want  to  support  this  bill.  You  may 
think  it  is  a  good  bill.  If  that  is  the  at- 
titude of  my  colleagues,  although  I 
disagree.  I  respect  that  clearly,  but 
you  can  still  vote  for  the  bill  on  final 
passage  and  then  vote  before  that  for 
the  motion  to  recommit  of  the  gentle- 
man from  Texas  [Mr.  Archer].  The 
motion  to  recommit,  and  the  gentle- 
man from  Texas  [Mr.  Archer]  will 
spend  more  time  explaining  this,  will 
simply  send  the  bill  back  to  the  con- 
ference committee  and  say  to  the  con- 
ference committee:  Correct  these 
points:  One.  allow  an  individual  to 
retire  effective  January  1,  1987,  and 
elect  whether  or  not  they  want  to 
retire  without  being  hurt.  Give  the  po- 
licemen on  the  beat  in  the  city  of 
Cleveland.  Buffalo,  or  Toledo  the  op- 
portunity to  decide,  do  they  want  to 
leave?  Give  the  teacher  an  opportuni- 
ty to  decide  if  he  or  she  wants  to  leave. 
Give  the  FBI  agent  who  is  working  on 
that  organized  crime  case  and  wants  to 
finish  it  the  opportunity  to  see  if  he  or 
she  wants  to  leave.  Give  the  person  at 
NASA  the  opportunity,  who  is  working 
on  a  shuttle  launch  situation,  the  op- 
portunity to  make  that  decision. 

So  all  we  are  asking  is  that  the  retro- 
activity provision  and  this  provision 
and  other  provisions  be  'aken  out. 

I  want  again  to  thank  the  gentleman 
from  Texas  [Mr.  Archer]  and  the  gen- 
tleman from  Illinois  [Mr.  Crane]  for 
their  efforts  with  this  motion  to  re- 
commit. 

This  I  think  may  be  the  key  vote  in 
the  Congress.  This  may  actually  be 
the  key  vote.  You  can  still  vote  for  the 
bill  on  final  passage,  but  you  can  still 
put  an  element  of  fairness  and  a  sense 
of  fairness  back  into  this  provision  to 
take  care  of  those  people  who  have 
been  dedicated  public  servants.  My 
dad  was  a  policeman  for  20-some  years 
in  the  city  of  Philadelphia.  These  are 
policemen  who  risk  their  lives  to  pro- 
tect us  and  our  loved  ones:  teachers 
who  have  taught  our  youngsters,  as 
the  father  of  five  children;  firemen 
who  have  helped  us  when  our  houses 
were  in  danger;  rescue  squad  people 
who  have  come  out  in  the  middle  of 
the  night  in  all  types  of  weather,  and 
local  and  county  executives  who  have 
helped  in  so  many  different  ways:  FBI 
agents  that  have  cracked  down  on  or- 
ganized crime;  drug  enforcement 
agents  that  work  to  keep  drugs  out  of 
our    schools;    cancer    researchers    at 
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NIH,  all  these  people  who  have  paid 
such  a  tremendous  price  for  us,  this 
motion  to  recommit,  the  Archer 
motion  to  recommit,  will  give  them 
relief,  and  that  I  think  is  something 
that  every  Member  should  seriously 
consider  doing. 

D  1430 

I  know  that  there  might  be  some 
Members  who  will  say,  "I  don't  know 
that  I  want  to  go  against  the  leader- 
ship. I  don't  know  that  I  want  to  be 
against  Senator  Packwood  or  the 
chairman  of  the  Committee  on  Ways 
and  Means." 

Well,  you  do  not  have  to  be  against 
them  completely.  You  can  vote  to  rep- 
resent these  public  servants  and  still 
vote  for  final  passage,  but  the  key 
vote,  and  I  would  ask  all  of  my  col- 
leagues, please,  in  the  interests  of  fair- 
ness, support  the  Archer  motion  to  re- 
commit. It  is  a  good  vote,  it  is  a  fair 
vote,  and  it  is  a  vote  that  will  really 
improve  this  bill. 

Mr.  Speaker,  like  many  in  this  House,  I  see 
the  need  for  tax  reform.  I  wholeheartedly  sup- 
port the  elimination  of  special  preferences  and 
loopholes,  and  believe  that  all  individuals  and 
corporations  should  pay  their  fair  share  of 
taxes.  I  support  the  intent  of  this  legislation— 
to  make  the  Tax  Code  more  fair.  Unfortunate- 
ly, the  bill  that  we  have  before  us  today  is 
grossly  unfair. 

Let  me  put  to  you  the  question  that  hun- 
dreds of  my  constituents  have  asked  me  in 
letters  in  the  last  week  alone:  Why  should 
public  servants  who  contribute  to  and  pay 
taxes  on  their  retirement  plans  be  targeted  in 
this  bill? 

Is  it  fair  to  single  out  the  20  million  individ- 
uals at  the  local,  State  and  Federal  level  who 
make  this  country  work— the  teachers,  police- 
men and  firemen  who  educate  our  children 
and  protect  our  families?  Is  it  just  that  these 
men  and  women  who  have  dedicated  their 
lives  to  the  public  good  should  have  to  pay  for 
this  tax  package  to  the  tune  of  $1.8  billion  in 
1987  and  $2  billion  every  year  thereafter? 
Some  who  wrote  me  said  they  would  lose 
anywhere  from  $6,700  to  $15,000. 

The  conference  committee  did  not  stop  at 
repealing  the  3-year  recovery  period.  They 
also  made  this  provision  retroactive.  So  not 
only  are  these  public  servants  losing  money 
on  which  they  have  already  paid  taxes,  but 
they  are  told  it  is  too  late  to  do  anything  about 
it.  This  is  not  fair  and  it  is  not  sound  public 
policy. 

Supporters  of  tax  reform  ask  why  the  poor 
should  bear  the  burden  of  taxation  in  this 
country;  I  ask  you,  in  reference  to  this  provi- 
sion—why should  public  servants  bear  that 
burden? 

Following  are  excerpts  from  letters  received 
on  this  serious  issue: 

Dear  Mr.  Wolf:  I  am  sending  this  letter 
to  you  to  try  to  get  your  support  against  the 
discrimination  against  government  workers 
who  are  about  to  retire  as  I  am. 

I  am  61  years  old  and  3  months  short  of 
retiring  and  suddenly  they  are  trying  to  slip 
the  rug  from  under  me  by  not  giving  me  an 
opportunity  to  retire  before  taking  taxes 
from  my  annuity. 


I  first  started  working  for  the  government 
in  1943.  but  took  out  time  to  raise  my  chil- 
dren and  started  back  to  work  in  December 
of  1959  when  my  husband  became  disabled. 
Since  that  time  the  government  took  taxes 
from  me  on  the  money  they  took  out  of  my 
salary  to  put  into  the  retirement  fund.  Be- 
lieve me  it  was  difficult  in  those  days  to 
take  care  of  a  family  of  6  on  a  grade  3 
salary.  Anyway  about  6  years  ago  my  hus- 
band had  a  stroke  and  is  very  disabled 
(physically  and  mentally)  and  I  have  severe 
hypertension,  and  plan  to  retire  the  end  of 
December.  I  tried  and  tried  to  get  some 
solid  information  about  the  tax  bill  and 
how  it  would  affect  me.  It  was  a  deep  dark 
mystery  until  suddenly  they  decided  to  take 
that  one  part  of  it  pertaining  to  people  who 
could  not  help  themselves  or  mr.ke  any 
changes  in  their  planning  and  "put  one  over 
on  them."  I  call  it  dirty  pool. 

I  certainly  think  some  kind  of  clause 
should  be  grandfathered  in  the  bill  so  it 
would  not  affect  persons  who  have  no  op- 
portunity to  change  their  plans.  At  best  I 
will  barely  get  enough  to  support  us.  I  have 
a  2nd  trust  that  will  be  paid  off  in  a  little 
over  two  years  and  I  had  been  planning  for 
the  past  8  years  that  just  about  the  time  it 
would  be  paid  in  full.  I  would  have  to  start 
paying  income  taxes  and  it  would  just  about 
take  care  of  it.  TTiat  has  been  my  plan  for 
the  past  8  years.  Now.  what  can  I  do?  Go  to 
jail  for  nonpayment  of  income  taxes?  Or  do 
I  lose  my  house?  I  really  haven't  many 
choices.  There  is  only  so  much  pie  and  it  is 
already  spread  pretty  thin. 

•  «  •  *  • 

I  agree  that  we  must  all  share  the  tax 
burden;  however,  the  fact  that  the  bill  pro- 
poses a  retroactive  date  does  not  seem  fair 
or  equitable.  I  believe  some  advance  notice 
of  changes  in  the  law  affecting  [public  serv- 
ants'] employment  should  be  given.  This 
will  provide  time  for  each  person  to  decide 
his  future  with  government,  especially  if  he 
or  she  is  already  eligible  for  retirement. 

•  *  •  *  • 

I  am  a  federal  employee  eligible  for  retire- 
ment and  have  planned  on  this  tax-free 
period.  I  have  been  waiting  on  clarification 
of  the  new  retirement  bill  passed  in  early 
June  of  this  year  and  how  the  new  tax  bill 
would  affect  my  retirement.  Without  an  un- 
derstanding of  how  these  bills  affect  our  re- 
tirement system,  it  has  been  impossible  to 
make  an  intelligent  decision. 

Additionally,  we  have  received  no  official 
information  regarding  the  possibility  of  a 
retroactive  date  on  this  section  of  the  tax 
bill  from  our  agency  heads,  personnel  of- 
fices or  elected  representatives. 

If  this  provision  is  made  retroactive,  then 
employees  should  be  permitted  to  retire  ret- 
roactive to  June  30,  1986,  prior  to  the  retro- 
active date  of  this  section  of  the  tax  bill. 


Elimination  of  the  three-year  pension  re- 
covery rule  *  *  *  in  the  joint  version  of  the 
proposed  tax  act.  without  reasonable  grand- 
fathering or  even  an  appropriate  window  to 
effect  retirement,  is  unconscionable  and  ba- 
sically dishonest  in  nature.  Not  only  was  the 
proposed  elimination  not  grandfathered, 
but  it  was  made  retroactive  to  30  June  of 
this  year.  The  so-called  "retirement 
window"  cannot  be  considered  a  legitimate 
window,  because  there  was  disagreement  be- 
tween House  and  Senate  and  the  actual  con- 
tent of  the  final  tax  act  proposal  was  un- 
known. In  addition,  no  one  actually  believed 
that  honorable  men  would  seriously  consid- 
er, much  less  agree  upon,  such  a  shockingly 


unfair,  unjust  proposal  as  retroactive  elimi- 
nation of  the  pension  recovery  rule. 

I  hope  some  sense  of  fairness  and  decency 
will  prevail  and  that  the  elimination  of  the 
pension  recovery  rule  will  be  deleted  or.  at 
least,  appropriately  amended  so  •  •  *  at 
least,  as  serious  reasonable  retirement 
window  is  included. 


I  work  for  NASA  and,  as  I  am  sure  you  are 
aware,  we  are  in  the  process  of -trying  to  re- 
build the  civil  space  program.  In  May.  the 
new  Administrator  was  confirmed  with  the 
understanding  that  he  would  be  expected  to 
lead  us  toward  an  effective  recovery.  He 
asked  that  I  continue  to  work  for  the 
Agency  during  this  recovery  effort,  even 
though  I  had  been  giving  consideration  to 
retirement.  At  the  time  I  knew  that  if  the 
provisions  of  the  tax  reform  act  became  ef- 
fective before  I  retired,  my  net  income 
would  be  much  less  than  if  I  retired  immedi- 
ately and  I  would  never  recover  the  loss 
even  if  the  tax  rates  were  lowered  to  the 
percentage  levels  in  the  Senate  version.  I  de- 
cided, however,  to  continue  to  work  for  the 
lime  l)eing  in  the  belief  that  Congress  would 
not  pass  a  retroactive  change  in  the  condi- 
tions under  which  we  work.  As  I  understand 
it.  the  present  bill  does  just  that. 

[By  my  calculations,  the  net  reduction  in 
my  net  retirement  benefits  after  taxes 
would  be  a  loss  of  approximately  $17,000.1 
The  real  effect,  however,  will  be  more  than 
this  amount  because  of  the  adverse  effects 
on  prior  investments. 

I've  been  willing,  though  not  anxious,  to 
work  the  50-60  hour  weeks  when  necessary 
to  contribute  to  the  recovery  (of  the  space 
program],  but  I  am  sure  you  would  agree 
that  it  is  unreasonable  that  I  should  lose 
money  in  the  process. 

I  know  several  other  NASA  officials  who 
are  in  the  same  situation  *  *  *. 

This  letter  comes  from  a  nuclear  chemist/ 
health  physicist  employed  with  the  U.S.  Nucle- 
ar Regulatory  Commission: 

This  [retroactive]  change  is  totally  unfair, 
but  what's  worse  is  that  people  aren't  even 
going  to  be  afforded  the  opportunity  to 
retire  before  the  change  goes  into  effect. 

As  a  Federal  employee.  I  relied  on  the  gov- 
ernment's promise  that  I  would  be  able  to 
receive  my  contribution  to  my  retirement 
pension  (which  I  have  already  paid  taxes 
on)  before  I  began  receiving  the  taxable 
portion  of  my  annuity.  I  made  plans  for  my 
retirement  based  on  the  current  tax  law  and 
now  the  law  could  be  changed  without  even 
allowing  me  to  plan  for  the  impact  of  that 
change. 

I've  been  responsible  in  planning  for  my 
retirement.  It  is  time  for  the  Congress  to  be 
responsible,  too. 

The  frustration  felt  by  these  individuals  is 
best  expressed  by  this  constituent: 

•  •  *  I  am  a  federal  employee.  I  take  my 
position  seriously  and  I  want  you  to  know 
there  are  those  of  us  who  are  performing 
important  functions  by  working  for  the  gov- 
ernment. We  are  not  here  for  a  free  ride, 
and  we  do  not  deserve  the  mistreatment 
rent  upon  us.  We  are  not  dumb,  we  are  not 
asleep,  and  we  are  observing  the  decisions 
and  actions  l>eing  made  by  legislators  *  *  *." 

Mr.  ARCHER.  Mr.  Speaker,  I  thank 
the  gentleman  for  his  contribution, 
and  I  particularly  compliment  my  col- 
league, the  gentleman  from  Virginia 
[Mr.    Wolf],    for   his   hard    work    in 
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bi'half  not  only  of  his  constituents, 
but  in  behalf  of  fairness  under  this 
bill. 

He  has  very  poignantly  articulated 
one  of  the  problems  of  retroactivity 
which  permeates  the  bill,  and  it  is  an 
important  area  of  unfairness.  I  think, 
quite  frankly,  in  my  own  view  if  we  are 
going  to  change  the  rules  of  the  game 
on  how  we  tax  retirement  benefits,  we 
should  give  at  least  a  5-year  prospec- 
tive date  so  that  people  have  a  chance 
to  be  able  to  rearrange  their  plans, 
and  I  think  that  a  minimum  of  5  years 
is  absolutely  essential. 

Mr.  FRENZEL.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ARCHER.  I  yield  to  the  gentle- 
man from  Minnesota. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man for  yielding  and  for  taking  the 
special  order. 

Mr.  Speaker.  I  want  to  salute  also 
the  gentleman  from  Virginia  [Mr. 
Wolf]  for  the  kind  of  appeal  that  he 
has  made. 

He  has  mentioned  of  course  only  one 
brand  of  retroactivity  in  this  bill.  We 
also  have  retroactivity  in  interest  de- 
ductions, retroactivity  in  capital  gains 
payments,  retroactivity  in  carry-for- 
ward of  ITC  credits,  retroactivity  of 
passive  income  limitation,  and  when 
you  go  through  the  bill,  you  find  all 
this  retroactivity.  My  point  is.  I  will 
tell  the  gentleman  from  Texas,  that 
when  the  Congress  has  altered  tax  law 
before,  it  has  not  done  it  in  this  way. 
Our  precedent  has  always  been  to  give 
those  people  who  are  on  the  edge  of 
investment  decision,  retirement,  pur- 
chase of  a  house,  whatever,  a  little 
chance  to  get  used  to  the  new  system 
to  make  their  own  changes  in  their 
own  financial  conditions,  and  have  the 
fully  effective  date  be  a  few  years 
down  the  road  to  let  Americans  plan 
for  these  kinds  of  problems. 

Of  course,  as  the  gentleman  from 
Virginia  has  pointed  out  so  effectively, 
there  are  an  awful  lot  of  people  out 
there  who  have  wanted  to  retire,  who 
have  been  looking  at  this  bill.  Sudden- 
ly they  find  that  the  bill  is  almost  a 
fait  accompli  and  they  have  no  way  to 
get  through  the  window  of  retirement 
no  matter  how  long  they  have 
planned. 

Some  of  these  are  people  who  have 
been  told  by  their  bosses.  "Just  stay 
with  me  until  the  tax  bill  is  passed," 
or,  "Just  stay  with  me;  youU  have  a 
chance  to  get  out  when  you  want  to." 
They  do  not  have  a  chance  to  get  out. 
Their  plans  have  been  made. 

Mr.  CRANE.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ARCHER.  I  yield  to  the  gentle- 
man from  Illinois. 

Mr.  CRANE.  I  thank  the  gentleman 
for  yielding. 

Mr.  Speaker.  I  again  want  to  con- 
gratulate the  gentleman  from  Texas 
[Mr.  Archer]  for  calling  attention  to 
some  of  the  unintended  consequences 


of  this  so-called  tax  reform  bill.  We 
have  heard  from  our  good  colleague, 
the  gentleman  from  Virginia  [Mr. 
Wolf],  of  the  impact  on  pensions  with 
respect  to  tho.se  people  who  worked  in 
government,  whether  at  the  national 
or  the  State  level,  or  are  publicly  em- 
ployed, but  I  have  a  specific  case  study 
which  I  would  like  to  work  through 
with  the  Members— in  fact,  three  of 
them— that  were  called  to  my  atten- 
tion. One  of  these  is  in  my  district,  one 
is  in  a  neighboring  congressional  dis- 
trict in  Illinois,  and  one  is  in  Mis.souri. 

In  the  first— and  I  will  preserve  their 
anonymity  by  using  pseudonyms— Mr. 
and  Mrs.  Smith  are  a  retired  couple. 
He  was  a  union  electrician.  They  re- 
ceive a  pension  of  about  $25,000  a 
year.  Their  additional  dividend  and  in- 
terest income  has  brought  their 
modest  retirement  income  to  $36,000. 

Mr.  Smith  unfortunately  is  suffering 
from  glaucoma  and  is  now  blind,  and 
his  wife,  Mrs.  Smith,  became  severely 
ill  last  year,  and  the  couple  has  $7,500 
in  unreimbursed  medical  expenses. 

Their  total  income,  to  work  through 
these  figures,  is  $36,000.  as  I  indicated, 
they  have  a  $7,500  medical  expense, 
and  currently  they  can  deduct  $5,700 
of  that,  but  under  the  change  in  the 
Tax  Code,  they  will  only  be  able  to 
deduct  $4,800  of  that.  Their  $250  sales 
tax  deduction  will  be  lost  under  this 
bill,  and  their  miscellaneous  deduc- 
tions amounting  to  $300  will  be  lost. 

The  tax  paid  under  the  current  law 
is  $3,000.  and  in  1987.  with  this 
change,  for  this  elderly  retired  couple 
with  the  husband  now  blind  and  his 
wife  having  medical  problems,  they 
will  pay  in  1987  a  13-percent  tax  in- 
crease over  what  they  are  paying 
under  current  law;  namely  $3,375,  and 
in  1988.  when  we  are  told  that  the  five 
rates  that  will  be  in  effect  for  1987  will 
then  be  reduced  to  three  rates  of  33 
percent,  28  percent,  and  15  percent, 
their  tax  increase  is  16  percent  for 
1988,  or  $3,460. 

We  were  told  during  the  debate  on 
this  subject  that  we  were  taking  care 
of  those  people  who  were  disadvan- 
taged. To  be  sure,  we  got  6  million 
people  off  the  tax  rolls  altogether.  On 
the  other  hand,  there  are  instances 
such  as  I  have  just  cited  that  are  not 
unique.  I  know  that  you  can  reproduce 
the  Smiths'  case  many,  many  times 
over. 

Let  me  give  Members  yet  another 
example,  the  one  from  Missouri.  This 
couple,  whom  we  will  call  the 
O'Briens,  ages  75  and  70  respectively, 
have  a  meager  pension  of  $15,000. 
They  have  interest  and  dividend 
income  of  $200.  Since  Mr.  O'Brien  is 
chronically  ill,  the  couple  had  to  sell 
some  stock  to  pay  the  high  medical  ex- 
penses resulting  from  his  illness,  $250 
gross  capital  gain  to  pay  $7,200  in  un- 
reimbursed medical  expenses.  They 
make  a  small  charitable  contribution 
also  to  their  local  church. 


The  new  tax  law  will  raise  them 
from  the  current  11-percent  bracket  to 
the  15-percent  bracket  of  the  new  bill, 
and  to  work  through  the  figures,  in 
their  situation  they  currently  pay  $270 
in  Federal  income  taxes.  Next  year,  if 
this  becomes  law,  in  1987  they  suffer  a 
104-percent  tax  increase.  They  go  to 
$550  in  taxes.  In  1988  they  suffer  a 
138-percent  tax  increase,  and  they  will 
be  paying  $640. 

To  get  to  the  specifics  of  their  situa- 
tion: pension  income  of  $15,000;  inter- 
est and  dividends,  $200;  gross  capital 
gains,  $850;  medical  expense.  $7,200; 
plus  a  small  charitable  deduction  and 
sales  tax  deduction. 

So,  looking  at  people  who  are  suffer- 
ing as  a  result  of  this  in  the  retirement 
brackets,  it  is  not  confined  just  to 
those  who  are  going  to  be  disadvan- 
taged as  a  lesult  of  the  new  treatment 
for  public  employees  when  they  go 
into  retirement.  The  various  provi- 
sions of  this  bill  I  think  hamper  and  in 
some  instances  very  severely  when  you 
are  talking  of  the  modest  kinds  of 
income  involved  in  the  cases  of  the 
two  couples  that  I  have  just  cited. 

Once  more,  I  would  stress  that  this 
was  an  unintended  consequence,  but 
until  we  get  to  revision  of  the  Tax 
Code,  which  may  be  2  years  down  the 
line  dealing  with  these  kinds  of  unin- 
tended consequences,  in  the  meantime 
there  is  going  to  be  severe  injury  to 
those  who  should  be  least  exposed  to 
that  kind  of  injury. 

Mr.  ARCHER.  Mr.  Speaker,  the  gen- 
tleman has  given  us  a  much,  much 
better  insight  into  some  of  the  par- 
ticular applications  that  will  result 
from  this  legislation. 

D  1440 

We  do  know  even  from  the  propo- 
nents that  many  middle  income  Amer- 
icans will  have  tax  increases  under 
this  bill.  Many  middle  income  Ameri- 
cans will  have  tax  increases,  although 
they  continually  tout  the  fact  that  it 
is  going  to  be  a  rate  reduction. 

You  have  begun  to  cite  some  of  the 
specific  types  of  Americans  who  will 
have  tax  increases.  Certainly  in  the  in- 
stance where  people  have  higher  medi- 
cal bills,  they  should  not  be  the  ones 
to  pay  tax  increases  under  what  is 
being  presented  as  a  tax  reform  bill  in 
the  name  of  fairness. 

Mr.  CRANE.  If  the  gentleman  will 
yield  further,  I  could  not  agree  with 
you  more. 

Let  me  give  you  another  hypotheti- 
cal, but  it  is  one  that  I  think  we  can  all 
relate  to.  We  were  assured  that  lower 
income  and  middle  income  people  were 
going  to  be  given  a  break  with  this  tax 
legislation.  The  gentleman  talks  about 
that  lower  income  person.  He  is  in  all 
probability  a  renter.  He  does  not  own 
his  home.  As  a  renter,  with  the 
changes  in  the  Tax  Code,  Martin  Feld- 
stein  provided  a  breakdown  analysis  of 
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exactly  what  is  going  to  happen  to 
those  people  who  own  rental  proper- 
ties. It  is  going  to  result,  he  concluded, 
in  a  rental  increase  from  anywhere 
from  10  to  15  percent. 

So  you  assume  this  couple  in  his  hy- 
pothetical paradigm  is  making  $25,000 
a  year.  They  will  experience  a  $20  a 
month  cut  in  their  taxes,  to  be  sure. 
But  they  will  also  probably  be  paying 
in  the  neighborhood  of  $500  a  month 
for  their  apartment,  and  as  a  result 
they  are  going  to  suffer  an  apartment 
rental  increase  of  $50  to  $75.  It  dwarfs 
the  tax  cut  they  will  be  enjoying. 

In  addition  to  that,  this  same  couple 
are  people  who  normally  buy  on  time, 
and  with  the  loss  of  the  consumer 
credit  interest  deduction,  how  is  that 
going  to  affect  this  individual  if  he  is 
paying  for  his  car  on  an  installment 
basis,  and  he  probably  is,  if  he  is 
buying  a  refrigerator  on  an  install- 
ment basis,  which  he  probably  is,  or  a 
stove,  or  a  television,  or  any  other  arti- 
cle? That  is  before  you  get  to  the  po- 
tential impact  if,  perish  the  thought, 
they  sustain  unreimbursed  medical  ex- 
penses which  are  adversely  impacted, 
too. 

So  I  think  it  is  clear  that  this  bill 
does  not  address  the  objectives  that 
we  set  forth  for  ourselves,  and  it  con- 
tains a  potential  for  enormous  injury. 
One  final  point  I  would  mention  on 
the  care  for  middle  income.  That  is  an 
arbitrary  definition.  During  the  con- 
ference, we  took  the  range  $20,000  to 
$50,000  and  we  said  we  will  define  that 
as  middle  income  for  the  sake  of  the 
debate. 

When  you  phase  out  the  IRA's  on  a 
joint  return  starting  at  $40,000,  you 
are  talking  about  the  bottom  rung  of 
middle  income.  That  is  a  husband 
making  $20,000  and  a  wife  making 
$20,000.  So  it  is  clear  that  whether  you 
are  looking  at  lower  middle,  or  lower, 
or  middle  income  that  the  bill  does  not 
meet  the  standard  that  we  set  for  our- 
selves at  the  beginning. 

Mr.  FRENZEL.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ARCHER.  I  am  happy  to  yield 
to  the  gentleman  from  Minnesota. 

Mr.  FRENZEL.  Mr.  Speaker,  I  just 
want  to  follow  up  on  the  point  of  the 
gentleman  from  Illinois.  That  low 
income  renter  who  is  going  to  get  a 
$10  a  month  tax  cut  and  a  $40  a 
month  rental  increase  is  also  going  to 
have  the  cost  of  nearly  everything  he 
or  she  buys  increased,  because  there  is 
a  transfer  of  tax  liability  from  individ- 
uals to  corporations  of  roughly  $120 
billion  in  this  bill,  more  or  less.  Corpo- 
rations, of  course,  are  going  to  inte- 
grate those  costs  into  their  price  struc- 
ture. The  price  of  things  that  that 
family  buys  are  going  to  go  up. 

So,  not  only  is  the  tax  cut  going  to 
be  dwarfed  by  the  rent  increases,  it  is 
also  going  to  be  dwarfed  by  the  in- 
crease of  clothing,  of  food,  of  school 


books,    of   everything,    you    name    it, 
cars,  et  cetera. 
I  thank  the  gentleman  for  yielding. 
Mr.  ARCHER.  I  yield  to  the  gentle- 
man from  Illinois  [Mr.  Crane]. 

Mr.  CRANE.  I  thank  the  gentleman 
for  yielding  further.  I  focused  here  on 
the  injury  to  the  people  in  lower 
income  brackets  up  through  middle 
income.  But  to  give  yeu  another  exam- 
ple of  inequities,  the  accounting  firm 
of  Arthur  Young  pointed  out  that  the 
tax  rate  for  a  family  of  6  with  income 
between  $71,900.  and  $214,999  would 
be  33  percent  in  1988,  while  the  rate 
would  be  only  28  percent  for  a  6- 
member  family  with  income  over 
$214,000. 

Mr.  ARCHER.  So  the  six-member 
family  with  $1  million  of  income  is 
paying  a  lower  marginal  rate  than 
those  who  have  under  $200,000? 

Mr.  CRANE.  Right,  between  $71,000 
and  $214,000  they  are  in  a  33-percent 
rate  with  these  givens,  and  yet  you  go 
beyond  that,  and  as  you  say,  become  a 
millionaire  and  you  are  paying  a  lower 
rate. 

Mr.  ARCHER.  If  the  gentleman  will 
yield  back  just  a  minute,  I  think  it  is 
very,  very  important  we  reiterate  this 
over  and  over  again.  The  proponents 
of  this  bill  cite  that  it  is  a  two-tiered 
tax  rate,  and  they  claim  that  is  a  sim- 
plification. Even  if  it  were  only  two 
tiers,  you  would  still  have  to  go  to  the 
rate  schedule  to  determine  which  tier 
you  are  in,  so  it  really  does  not  matter 
whether  you  have  two  tiers  or  wheth- 
er you  have  10  or  15  tiers.  You  find 
your  income  level,  go  to  the  rate 
schedule,  find  out  what  your  tax  is. 
There  is  no  simplification  in  that. 

The  reality  though  is  in  1987,  under 
this  so-called  tax  reform  bill,  there  are 
five  tiers  of  rate  differentials  witn  a 
maximum  of  38  Va  percent.  The  propo- 
nents do  not  talk  about  that.  It  is  writ- 
ten into  the  law.  It  will  be  the  legal 
tax  rate  schedule  for  1987. 

In  1988,  if  the  bill  is  not  changed 
before  that  time,  there  will  be  a  three- 
tier  rate  schedule  which  will  vary  de- 
pending upon  the  number  of  exemp- 
tions that  you  have,  and  will  be  ex- 
tremely difficult  for  people  to  under- 
stand. But  it  will  have  a  top  marginal 
rate,  as  you  mentioned,  not  of  28  per- 
cent, but  33  percent.  That  should  be 
clearly  understood  by  the  people  of 
this  country.  It  is  not  a  top  marginal 
rate  of  28  percent,  no  matter  what  the 
proponents  of  the  bill  say. 

Mr.  CRANE.  If  the  gentleman  will 
yield  further,  I  think  the  gentleman's 
point  cannot  be  stressed  enough.  In 
this  Arthur  Young  study  they  cited 
yet  another  example  of  this. 

A  couple  filing  jointly  with  no  de- 
pendents and  earning  more  than 
$71,900  would  remain  in  the  33-per- 
cent bracket  until  their  earnings 
topped  $171,090.  An  individual  with  no 
dependents,  say,  with  earnings  be- 
tween $34,150  and  $100,000  would  be 


in  the  33-percent  bracket,  and  then  he 
would  fall  back  to  28  percent  after 
that,  according  to  this  accounting  firm 
calculation. 

But  it  is  complicated,  as  you  say. 
You  cannot  describe  that  as  a  simplifi- 
cation of  the  code  on  the  one  hand. 

But  it  has  these  built-in  inequities 
that  really  just  confound  one  when 
you  hear  the  charge  made  that  this 
bill  conforms  to  the  criteria  of  fair- 
ness, which  was  one  of  the  important 
considerations,  and  simplicity. 

Let  me  add  just  one  other  thing,  and 
this  is  from  Stanford  economist  Mi- 
chael Boskin,  who  is  an  expert  on  tax 
legislation.  He  pointed  out  that  this 
bill  is  inherently  unstable,  and  he  is 
predicting  tax  changes  in  the  future 
already.  But  in  addition,  he  said  there 
will  be  a  tremendous  technical  correc- 
tions bill  which  may  change  interpre- 
tations of  the  new  law  even  before  its 
effective  date. 

Then  he  went  on  and  he  said,  "In 
all,  the  reform  plan  has  been  tremen- 
dously oversold.  The  notion  that  this 
is  simplification,"  he  said,  "is  ridicu- 
lous. " 

Mr.  ARCHER.  I  think  he  also  com- 
mented that  the  one  thing  that  is  cer- 
tain about  this  bill,  in  the  midst  of  all 
of  the  other  uncertainties,  is  that  it 
will  require  a  tax  repair  bill  in  the 
next  Congress.  And  if  there  is  some- 
thing that  we  should  shoot  for  in 
taxes  in  this  country,  it  is  certainty,  so 
that  people  can  know  where  they  are 
going,  they  can  make  their  plans  and 
not  be  juggled  around  from  one  year 
to  the  next  with  new  rules. 

We  have  been  having  massive  tax 
changes  now  in  1981,  in  1982  and  in 
1984.  Now  in  1986  we  are  talking  about 
this  wholesale  revision,  and  in  1987 
and  1988  we  are  going  to  be  making 
changes  again,  and  that  is  not  what  we 
need  in  the  United  States,  in  my  opin- 
ion. 

I  think  all  of  us  agree  that  we  are 
for  reform,  we  are  for  true  reform.  We 
are  for  the  types  of  things  that  are  not 
going  to  make  us  come  back  the  very 
next  year  in  order  to  undo  the  frailties 
and  the  flaws  and  the  inequities  in  the 
bill  that  we  pass. 

D  1450 

If  we  send  this  bill  back  to  the  con- 
ference committee,  we  will  have  a 
chance  to  focus  on  these;  it  will  be 
more  time  expended  to  determine 
what  is  in  the  bill,  and  we  will  have  a 
chance  that  we  can  have  a  bill  re- 
turned that  would  be  true  tax  reform,  i 

Mr.  CRANE.  Mr.  Speaker,  if  the  gen- 
tleman will  yield  again,  the  gentle- 
man's pending  motion,  which  will 
occur  on  the  day  of  the  discussion  and 
debate  of  the  conference  report,  and 
as  I  understand  it  that  now  appears  to 
be  next  Thursday,  will  come  at  the 
end  of  that  debate. 
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That  means  that  we  have  6  days  left 
before  this  body  will  render  a  judg- 
ment on  something  so  sweeping  in 
scope  and  with  such  portentous  possi- 
ble consequences  based  upon  what  the 
tax  experts  tell  us,  based  upon  what 
the  economists  tell  us.  based  upon  the 
various  econometric  studies  that  have 
been  run  on  it.  that  I  think  our  col- 
leagues would  be  well-advised  to  heed 
the  gentleman  from  Texas'  [Mr. 
Archer]  appeal  for  support  on  his 
motion  that  will  be  proposed  at  that 
time  to  recommit  the  bill  with  some 
guidelines  to  try  and  remedy  these 
various  obvious  flaws  and  defects  in 
this  legislation. 

We  have  waited  a  long  time  to  arrive 
at  a  consensus  that  our  code  is  Byzan- 
tine and  too  complicated  for  anyone 
but  the  most  arcane  experts  in  tax  law 
to  understand:  that  our  Tax  Code  also 
is  grossly  unfair  when  one  big  corpora- 
tion a  couple  of  years  ago  could  make 
$6.5  billion  in  profits  this  year  and  ac- 
tually get  a  $283  million  tax  rebate. 
and  a  mom  auid  pop  operation  is  out 
there  paying  their  fair  share  of  the 
taxes,  and  we  certainly  know  that  it  is 
not  capable  of  producing  the  kind  of 
growth  that  potentially  it  could  when 
we  provide  such  disincentives  in  the 
code  to  savings  and  investment,  as  al- 
ready exist. 

Those  colleagues  hopefully  will  have 
a  chance  to  talk  to  their  constituents 
over  the  weekend  while  they  are 
home,  and  most  of  them  will  be  leav- 
ing town  for  their  districts;  and  I 
think  the  people  back  home  have 
based  upon  reports  that  have  ap- 
peared in  print,  they  have  a  growing 
perception  of  the  deficiencies  and  the 
impact  that  will  be  felt  by  them,  and 
sooner  rather  than  later;  and  as  a 
result  we  will  have  colleagues  better 
prepared  to  jump  on  the  bandwagon 
and  support  my  colleagues'  motion  to 
recommit  when  that  is  presented  next 
Thursday. 

Mr.  ARCHER.  Mr.  Speaker,  the  re- 
nowned economist,  Alan  Greenspan 
said  before  the  Joint  Economic  Com- 
mittee earlier  this  week  that  there  are 
at  least  20  major  problems  in  this  bill. 
The  difficulty  is  that  we  do  not  know 
what  they  are. 

Perhaps  as  a  result  of  the  colloquy 
that  we  are  having  here  on  the  floor 
and  which  we  had  last  night,  more  of 
the  Members  will  have  an  opportunity 
to  perhaps  project  what  some  of  these 
problems  are;  but  there  are  still  many 
others  that  even  we  cannot  anticipate 
when  you  have  such  a  small  amount  of 
time  to  try  to  examine  a  bill  that  is 
containing  the  complexities  that  this 
bill  has  within  its  framework. 

An  interesting  thing  is  that  as  the 
tax  accounts  tell  us,  that  under  the 
new  bill,  it  will  cost  twice  as  much  for 
the  same  preparation  as  it  did  under 
the  current  law,  and  I  have  had  many 
accountants  tell  me  that,  saying,  "How 
am  I  going  to  explain  to  my  clients 


next  year  that  this  wonderful  tax 
reform  bill  is  going  to  cost  them  twice 
as  much  for  my  fees  to  prepare  their 
returns?" 

Mr.  CRANE.  And  that  will  not  be  de- 
ductible, either,  will  it? 

Mr.  ARCHER.  Well,  that  is  the 
point  I  was  going  to  make:  and  that  is 
proof  of  the  complexities. 

The  interesting  thing  is  that  the  bill, 
in  the  name  of  fairness,  not  only  in- 
creases the  cost  of  preparation  but  it 
for  the  first  time  denies  the  deductibil- 
ity for  tax  purposes  of  that  cost,  as  it 
does  many  other  ligitimate  business 
expenses  that  people  undertake  for 
the  purpose  of  earning  income.  Legiti- 
mate cash  expenses  for  the  purpose  of 
earning  income  which  are  currently 
carried  as  miscellaneous  deductions  on 
the  return  in  the  current  code,  will  be 
forced  to  exceed  2  percent  of  the  ad- 
justed gross  income  provision. 

So  the  first  2  percent  of  adjusted 
gross  income  will  no  longer  be  deducti- 
ble, and  the  tax  preparer's  fee  is  going 
to  be  the  first  part  of  what  is  not  de- 
ductible under  this  bill. 

I  yield  to  the  gentleman  from  Illi-' 
nois. 

Mr.  CRANE.  I  thank  the  gentleman 
for  yielding,  and  would  like  to  com- 
ment on  another  group  that  is  going 
to  be  adversely  impacted  that  is 
hardly  one  that  this  is  an  appropriate 
time  to  injure:  and  that  is  the  people 
in  our  farming  community. 

We  all  know  the  tragic  plight  of  the 
American  farmer.  He  is  far  and  away 
the  most  efficient  producer  that  ever 
walked  the  face  of  this  Earth,  and  yet 
when  he  puts  his  efficiency  together 
with  God's  blessing  and  is  favored 
with  sunshine  and  rain  in  the  appro- 
priate season,  he  invariably  comes  in, 
as  our  Illinois  farmers  will  again  this 
year,  with  an  all-time  bumper  crop. 

Sad  to  say.  when  that  happens  it  has 
the  effect  of  pushing  the  price  of  his 
product  through  the  basement:  and  so^^ 
even  when  the  farmer  succeeds,  too 
often  times  he  does  not  enjoy  the  ben- 
efits of  that  success,  and  that  is  di- 
vorced from  the  tragic  plight  of  our 
farmers  in  the  Southeastern  States 
who,  because  of  drought  early  on  this 
season,  had  to  plow  their  corn  crops 
under. 

Now,  because  of  the  uncertainties  in 
the  farming  community  of  our  income 
year  to  year,  one  of  the  major  reasons 
for  what  is  called  income  averaging, 
when  you  have  a  good  year  and  make 
out  very  well  in  contrast  to  maybe  2  or 
3  lean  years,  you  can  spread  your  tax 
obligation  out  over  several  years. 

We  debated  in  the  conference,  when 
they  talked  about  elimination  of 
income  averaging:  Well,  what  about 
the  farmer?  We  have  many  farmers  in 
desperate  straits  right  now  and  there 
was,  I  thought,  a  consensus  that  we 
were  going  to  at  least  exempt  the 
farmer  from  the  elimination  of  income 
averaging. 


However.  Mr.  Speaker,  to  the  best  of 
our  knowledge,  and  we  could  be  pleas- 
antly surprised,  maybe,  if  something 
went  on  unbeknownst  to  us,  to  reinsert 
the  American  farmer  with  regard  to 
this  income  averaging  opportunity, 
something  I  do  not  think  we  reason- 
ably expect  to  see. 

Income  averaging  will  be  gone  for 
the  American  farmer.  In  addition  to 
that,  you  cannot  engage  in  big  time 
farming  today  without  an  enormous 
investment  in  equipment  and  machin- 
ery, and  he  is  going  to  lose  his  invest- 
ment tax  credits,  and  many  of  his  deci- 
sions going  several  years  into  the 
future  may  well  have  rested  primarily 
upon  the  availability  of  the  invest- 
ment tax  credit  and  the  retroactive 
repeal  of  that  going  back  to  January 
of  this  year  is  one  more  area  where 
the  American  farmer  is  going  to  be  hit. 

Then  in  terms  of  capital  gains,  we 
know  that  that  farmer,  if  he  has  been 
in  a  fairly  modest  profit  picture,  not- 
withstanding the  heavy  investment  in 
his  equipment  and  land,  that  farmer 
may  be  pushed  from  an  effective  cap- 
ital gains  rate  of  15  percent.  In  this 
bill  he  could  be  pushed  from  that  up 
to  33  percent. 

In  other  words,  a  doubling  or  a  tre- 
bling of  his  capital  gains  tax;  and  that 
is  one  of  those  areas  where  a  lot  of 
people,  as  they  contemplate  leaving 
the  farms,  and  they  have  been  doing 
that  consistently  since  the  early 
1800's,  under  our  current  Tax  Code 
that  farmer  has  built  up  an  equity  in 
that  farm,  and  he  is  not  going  to  see, 
with  the  sale  of  that,  such  a  devastat- 
ing impact  on  his  ultimate  retirement 
when  he  leaves  the  farm. 

Mr.  ARCHER.  I  would  say  further 
to  the  gentleman  that  there  are  many 
farmers  who  bought  their  land  at  a 
very  low  price,  but  over  the  years  have 
been  forced  to  mortgage  it  for  increas- 
ing amounts  in  order  to  continue  to 
operate. 

It  may  be  that  they  are  pressed  into 
a  position  today  that  they  have  got  to 
sell  their  property  in  order  to  pay 
their  loan;  or  they  may  be  foreclosed 
on  today. 

Even  in  the  event  of  foreclosure, 
they  would  be  faced  with  a  capital 
gains  tax  of  significant  dimensions  be- 
cause the  property  would  be  sold  at  a 
value  above  what  they  paid  for  it. 

That  capital  gains  hits  at  a  61-per- 
cent increased  level,  from  20  percent 
to  33  percent,  in  a  very,  very  tough 
way  on  that  type  of  Individual. 

Mr.  CRANE.  Mr.  Speaker,  will  the 
gentleman  elaborate  more  fully  on 
why.  with  changes  in  our  treatment  of 
banks,  why  those  banks  might  be  more 
inclined  to  foreclose  on  that  family 
farm  than  to  give  that  farmer  a 
chance,  maybe  over  a  couple  of  years, 
to  get  back  on  his  feet? 

Mr.  ARCHER.  Well,  in  my  opinion, 
at   one   of  the  worst  possible   times, 
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when  our  banking  establishment  is 
more  fragile  since  it  was  in  the  De- 
pression years,  in  fact  there  have  been 
more  writeoffs  of  loans  in  the  last 
year,  since  1936,  that  do  change  the 
provisions  in  the  Tax  Code  that  per- 
mits banks  to  accumulate  reserves  in 
anticipation  of  losses  and  adds  to  the 
stability  on  which  we  all  depend  when 
we  make  a  deposit  of  our  savings  with 
that  bank,  to  pull  out  from  under- 
neath them  the  ability  to  develop 
those  reserves  on  a  tax  deductible 
basis,  could  not  be  more  untimely. 

D  1500 

But  in  addition  the  new  law  would 
require,  if  passed,  that  the  only  deduc- 
tion for  bad  debts  that  the  bank  could 
take  was  when  they  actually  foreclose. 
So  if  that  is  the  only  way  they  can  get 
their  tax  reduction,  there  is  going  to 
be  more  pressure  on  them  to  quickly 
foreclose  rather  than  to  try  to  work 
along  with  the  farmer  who  is  having 
difficulty  making  his  loan  payments  to 
the  bank.  The  pressures  will  be  now 
toward  more  expeditious  foreclosure 
in  a  shorter  term. 

Mr.  CRANE.  In  short,  if  the  gentle- 
man will  yield  further,  at  a  time  when 
our  farmers  are  suffering,  at  a  time 
when  we  have  this  very  frightening 
fragility  within  the  banking  communi- 
ty, we  have  chosen  to  hammer  on  both 
of  them.  And  I  think  in  connection 
with  the  banks  the  point  the  gentle- 
man makes  about  the  number  of  bad 
loans  being  without  precedent  since 
1936,  he  also  is  aware  that  the  100th 
bank  failed  this  year,  just  this  week, 
and  that  we  are  going  to  be  faced  with 
more  bank  failures  this  year  than  last 
year  and  last  year  set  a  record  since 
the  Great  Depression. 

The  head  of  the  Federal  Deposit  In- 
surance Corporation  has  increased  the 
number  of  banks  totally  on  his  trou- 
bled list  from  1,150  in  January  of  this 
year  to  over  1,400  at  the  present  time. 
The  situation  was  so  critical  with  just 
a  discussion  of  this  tax  bill  that  Paul 
Volcker,  the  head  of  the  Federal  Re- 
serve System,  made  an  urgent  appeal 
to  the  chairman  of  the  Conunittee  on 
Ways  and  Means,  to  at  least  exempt  20 
fairly  good-sized  banks,  mostly  in  oil 
patch  States,  from  the  application  of 
the  loss  of  this  bad  debt  reserve  deduc- 
tion for  fear  that  we  might  have  20— 
and  these  all  would  be  over  $500  mil- 
lion in  assets  because  under  $500  mil- 
lion they  still  enjoy  the  bad  debt  re- 
serve. But  we  are  talking  of  fairly  big 
banks,  the  possibility  of  20  of  them 
going  belly  up  if  this  kind  of  exemp- 
tion of  application  of  this  change  in 
the  code  were  not  made  for  them. 

Mr.  ARCHER.  I  would  say  to  the 
gentleman  that  Mr.  Volcker  was 
joined  by  the  President  of  the  United 
States  through  his  Secretary  of  the 
Treasury,  Mr.  James  Baker,  in  urging 
the  very  same  thing.  But  the  confer- 
ence  committee   paid   no   heed.   And 


they  take  this  hit  at  the  loan  loss  re- 
serves of  the  banks. 

Mr.  CRANE.  There  is  another  area, 
and  it  is  intimately  related,  I  think, 
with  the  plight  of  banking,  and  that  is 
the  gentleman's  home  State  of  Texas, 
and  it  is  not  confined  to  Texas.  It  af- 
fects Louisiana,  Oklahoma,  it  even  af- 
fects Illinois.  We  had  a  little  resur- 
gence in  oil  production  when  the  price 
of  oil  was  up  there  pushing  $40  a 
barrel.  But  any  oil-producing  State, 
the  changes  in  the  banking  code  when 
there  have  been  extensions  more  than 
the  ordinary  in  our  other  States  that 
are  not  necessarily  oil  States,  the  ex- 
tension of  loans  by  these  banks  to  the 
oil  and  gas  industry  were  quite  signifi- 
cant, and  that,  sad  to  say.  was  coinci- 
dent with  the  plummeting  price  of  oil 
and  the  devastating  impact  that  that 
has  had  on  the  oil  and  gas  industry. 

We  had,  and  correct  me  if  I  am 
wrong  because  you  are  an  expert  from 
down  there  in  an  oil  State,  but  my  un- 
derstanding is  4,500  producing  wells  as 
recently  as  1981 

Mr.  ARCHER.  Drilling  rigs. 

Mr.  CRANE.  I  am  sorry,  drilling  rigs. 
And  that  number  was  down  to  653  by 
July  of  this  year. 

Mr.  ARCHER.  That  is  right. 

Mr.  CRANE.  This  is  a  virtual  state 
of  depression,  not  recession  but  de- 
pression that  exists  in  the  oil  and  gas 
industry  in  this  country.  Under  the 
provisions  of  this  bill  at  a  time  when 
that  industry  is  suffering  depression, 
the  tax  bill  would  come  forward  and 
add  another  estimated  $10  billion  in 
tax  burden  on  that  depressed  industry 
over  the  next  5  years. 

Now,  even  if  one  thinks  that  that  is 
an  advisable  thing  to  do,  I  would  sug- 
gest that  this  is  bad  timing.  There  are 
a  number  of  the  hints  of  reform  in 
this  tax  bill  that  I,  myself,  under  dif- 
ferent circumstances  could  probably 
support,  but  not  when  you  have  the 
kind  of  fragility  that  exists  in  the  oil 
and  gas  industry,  in  agriculture,  in 
banking,  in  building  and  construction 
trades.  Multifamily  units,  they  are 
predicting,  are  going  to  be  cut  in  half 
next  year. 

New  construction  starts,  if  this  bill 
becomes  law,  we  have  it  in  heavy  man- 
ufacturing industry  and  we  choose  this 
time  to  come  in  and  bash  capital-in- 
tensive industries  which  are  struggling 
enough  right  now  to  try  to  remain 
competitive  in  world  markets.  Instead 
of  providing  assistance  to  guarantee- 
ing that,  this  bill  moves  in  the  exact 
opposite  direction. 

I  think  it  was  an  overstatement 
when  we  had  the  Textile  Protection 
Act  up  to  compare  it  to  Smoot-Hawley. 
That  was  an  exaggeration,  to  be  sure. 
But  with  the  trade  deficit  this  year 
going  higher  than  it  was  last  year  and 
at  a  time  when  we  have  a  lot  of  heavy 
industry  that  is  still  struggling— and 
they  have  made  their  calls  here  to 
Washington  to  try  to  get  some  dispen- 


sations against  competition  from 
abroad— we  are  disadvantaging  them 
in  the  changes  proposed  in  this  Tax 
Code.  And  what  that  could  produce 
next  year  is  a  swarm  of  people  from 
virtually  every  industry  in  this  coun- 
try crawling  over  this  body  demanding 
that  we  put  the  tariff  walls  up  in  this 
country  to  protect  American  industry 
here  at  home  at  the  expense  of  the 
consumer,  but  to  protect  American  in- 
dustry and  that  in  turn  could  produce 
something  that  does  bear  a  marked  re- 
semblance to  the  Smoot-Hawley  bill  in 
1930.  which  threw  the  tariff  walls  up 
and  guaranteed  the  commencement  of 
that  Depression  which  became  world- 
wide and  endured  for  a  decade.  And  I 
thank  the  gentleman  for  yielding. 

Mr.  ARCHER.  The  gentleman  has 
made  an  outstanding  contribution. 
Certainly  the  reason  for  the  effort  to 
pass  a  textile  tariff  bill  or  quota  bill, 
the  effort  of  the  steel  industry  to 
obtain  protection  is  because  we  are 
losing  jobs.  We  are  losing  jobs  by  the 
hundreds  of  thousands  to  foreign  im- 
ports. This  bill,  interestingly  enough, 
has  its  most  adverse  impact  on  those 
industries  that  are  having  the  most 
difficult  job  competing  "With  foreign 
imports.  They  get  hit  the  hardest.  The 
result,  as  the  gentleman  has  ably 
pointed  out,  is  that  many  of  them  will 
not  be  able  to  survive. 

What  is  important  to  all  Americans 
and  should  be  to  our  colleagues  here  is 
that  means  jobs,  that  means  jobs  for 
Americans. 

It  also  means  an  extra  impact  in  a 
negative  way  on  the  budget  deficit  be- 
cause if  the  jobs  are  not  there  and 
people  are  laid  off,  unemployment 
compensation  is  going  to  go  up  and 
the  Government  budget  is  going  to  be 
strained  further  by  paying  the  unem- 
ployment compensation  benefits  and 
all  the  rest  of  it  that  is  entailed. 

It  has  been  contended  over  the  years 
that  a  1-percent  increase  in  unemploy- 
ment is  a  $25  billion  extra  cost  to  the 
Federal  Government.  At  a  time  when 
our  deficits  are  growing  and  we  are 
having  so  much  difficulty  coping  with 
them,  at  least  getting  a  majority  of 
both  bodies  of  this  Congress  to  do  any- 
thing that  is  adequate,  here  we  are 
talking  about  jeopardizing  more  jobs. 

You  know,  I  wish  as  I  look  our  here 
that  there  were  more  colleagues  on 
the  floor  today  to  join  in  with  us  and 
to  be  able  to  begin  to  try  to  under- 
stand what  is  in  this  broad  based  tax 
reform  bill.  I  can  only  hope  that  the 
printed  record  which  is  being  tran- 
scribed now  and  which  will  be  avail- 
able in  the  Congressional  Record, 
will  be  looked  at  by  all  of  our  col- 
leagues so  that  the  very,  very  intense 
information  and  comprehensive  infor- 
mation that  we  are  presenting  today, 
as  we  did  yesterday  and  the  day 
before,  will  be  carefully  studied  and 
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that  a  judgment  can  be  made  on  this 
bill  from  a  knowledgeable  standpoint. 

I  sometimes  think  that  I  am  cursed 
as  a  Member  of  Congress  because  I  try 
to  read  the  fine  print.  Sometimes  it  is 
a  lot  easier  not  to  read  the  fine  print 
and  to  just  vote  on  the  rhetoric.  This 
is  one  of  those  bills  where  we  cannot 
afford  to  do  that,  in  my  opinion. 

I  yield  to  the  gentleman  from  Illi- 
nois. 

Mr.  CRANE.  1  could  not  agree  more 
heartily  with  our  distinguished  spokes- 
man on  the  Committee  on  Ways  and 
Means,  the  gentleman  from  Texas 
[Mr.  Archer]. 

I  want  to  reassure  everyone  of  an- 
other point,  and  that  is.  as  witnessed 
by  the  presence  of  our  other  distin- 
guished colleague  from  Texas  from 
the  other  side  of  the  aisle  today,  and 
our  distinguished  colleague  on  the 
other  side  of  the  aisle  from  Washing- 
ton last  might  who  participated  in  our 
special  order,  that  this  is  not  a  parti- 
san consideration. 

The  fact  of  the  matter  is  on  both 
sides  of  the  aisle  I  know  there  are 
many  Members  troubled  by  the  in- 
creased understanding  of  deficiencies 
in  this  bill,  who  did  not  have  the  op- 
portunity for  any  input  into  the  bill. 
When  the  gentleman  in  the  well  pre- 
sents his  motion  to  recommit  this  bill 
next  Thursday  with  instructions  to  ad- 
dress some  of  these  egregious  flaws, 
that  will  be  the  only  opportunity  that 
our  colleagues  will  have  to  have  had 
any  input.  In  fact,  there  was,  I  must 
say,  precious  little  input  from  our  side 
of  the  aisle  in  the  crafting  of  it.  In 
fact,  increasingly  there  was  precious 
little  input  from  any  number  of  Mem- 
bers of  the  House  or  the  other  body  as 
the  respective  cochairmen  handled 
most  of  the  details. 

But  the  opportunity  will  occur  for 
Members  on  both  sides  of  the  aisle  to 
get  behind  the  motion  to  recommit 
that  will  be  submitted  by  the  gentle- 
man in  the  well  and  they  will  then 
have  the  opportunity  to  be  able  to 
confirm  to  their  constituents  back 
home  that  they  had  a  chance  to  make 
a  difference  and  they  determined  to 
make  that  difference  in  a  positive  way 
to  give  this  country  a  code  that  is 
truly  simplified,  is  truly  fair  and  is 
truly  calculated  to  produce  growth. 

I  thank  the  gentleman  for  yielding. 

Mr.  ARCHER.  I  yield  to  the  gentle- 
man from  Minnesota  for  any  closing 
comments  that  he  may  like  to  make. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man for  yielding.  I  am  grateful  for  the 
opportunity  to  participate  in  this  spe- 
cial order  to  talk  about  the  tax  reform 
bill  that  will  confront  this  body  prob- 
ably next  Thursday.  It  is  a  very  big 
bill.  It  comes  highly  recommended  by 
the  President,  the  chairmen  of  our  tax 
writing  committees,  the  press  seems 
infatuated  by  the  bills.  All  we  hear 
about  are  its  advantages. 


I  think  what  the  gentleman's  special 
order  has  done  is  to  present  the  other 
side  of  the  coin.  To  me  the  coin  is 
much  more  heavily  weighted  on  the 
other  side.  The  fact  that  this  bill  pre- 
sents negative  growth,  it  is  against 
capital,  it  is  antisavings,  it  is  tough  on 
manufacturing,  tough  on  export, 
tough  on  banking,  tough  on  housing, 
tough  on  education,  lough  on  char- 
ities, you  go  right  down  the  list,  most 
of  the  values  that  America  holds  high, 
most  of  our  economic  ambitions  are  all 
frustrated  by  this  bill.  I  am  delighted 
to  have  participated. 


MY  ADVICE  TO  THE  PRIVILEGED 
ORDERS 

The  SPEAKER  pro  tempore  (Mr. 
Weiss).  Under  previous  order  of  the 
House,  the  gentleman  from  Texas 
[Mr.  Gonzalez]  is  recognized  for  60 
minutes. 

Mr.  GONZALEZ.  Mr.  Speaker,  I  rise 
to  remind  my  colleagues  that  I  have 
been  speaking  out  on  these  matters,  as 
today  we  saw  clearly  just  a  few  min- 
utes ago,  that  are  so  agitating  us,  at  a 
time  when  we  were  not  agitated. 

I  go  back  to  my  second  year  in  the 
House  of  Representatives,  1963.  As  a 
member  of  the  Banking  and  Currency 
Committee,  as  it  was  then  designated, 
I  was  very  much  intrigued  by  the  fact 
that  that  year  was  the  first  year  that 
under  a  new  chairman,  another  very 
distinguished  colleague  from  Texas, 
Wright  Patman,  we  inaugurated  for 
the  first  time  in  committee  procedure 
the  5-minute  rule.  That  is.  each 
member  would  be  recognized  for  no 
less  than  5  minutes,  no  matter  how 
lowly  he  was  on  the  totem  pole  in  that 
committee. 

My  first  year  in  1962,  there  was  no 
such  rule,  and  the  chairman,  who  was 
quite  up  in  years,  called  actually  only 
two  committee  meetings,  full  commit- 
tee meetings  of  the  Committee  on 
Banking  and  Currency  in  that  2d  ses- 
sion of  the  87th  Congress  in  1962. 

So  that  in  1963  I  was  very  much  in- 
trigued by  the  request  of  the  then  Sec- 
retary of  the  Treasury,  one  of  those 
who  were  in  the  Kennedy  Cabinet 
known  as  the  bipartisan  Cabinet.  You 
will  remember  President  Kennedy  had 
two  of  the  most  powerful  members  of 
his  Cabinet  that  were  members  of  the 
Republican  Party,  his  Secretary  of  De- 
fense McNamara  and  his  Secretary  of 
the  Treasury,  Mr.  Dillon. 

n  1515 

Mr.  Dillion  appeared  before  our 
committee  and  was  appearing  on 
behalf  of  the  repeal  of  the  silver  trans- 
actions lax. 

I  was  sitting  and  listening  to  Ihe 
very  informative  discussion  a  few  min- 
utes ago  by  my  colleagues  with  respect 
to  the  lax  dilemma,  and  I  could  nol 
help  but  think  and  rethink  and  go 
back  over  the  trail,  mentally  speaking. 


going  back  to  that  discussion  on  the 
silver  transaction  lax  and  the  repeal  of 
it. 

First.  I  know  that  the  silver  transac- 
tion lax  was  a  wartime-imposed  tax.  I 
remembered  that  the  private  owner- 
ship of  gold,  for  instance,  in  1932,  in 
an  attempt  to  resolve  then  the  terrible 
financial  dilemma  thai  the  country 
faced  and  the  closing  of  all  of  the  na- 
tional banks,  and  pari  of  the  package 
of  laws  thai  were  passed  under  emer- 
gency situations,  included  the  limila- 
lion  of  the  purchase  by  private  Ameri- 
can citizens  of  gold,  and  the  reason,  of 
course,  goes  to  the  rather  complicated 
history.  But  essentially  what  it  meant 
was  the  banks  had  taken  their  deposi- 
tors" money  and  had  sel  it  up  lo  the 
New  York  investment  stock  specula- 
live  markets  in  the  middle  and  late 
twenties  who,  in  turn,  invested  in  what 
was  then  the  high-yields,  and  those 
were  the  Government  bonds  of  some 
countries  that  do  nol  even  exist  any 
longer,  but  who  as  of  today's  'develop- 
ing countries"  would  never  had  had 
the  means  of  paying  off  those  loans. 

But  among  the  recipients  of  the  ben- 
efits of  the  credit  thai  they  derived 
was  the  Japanese  Imperial  Govern- 
ment. Interestingly  enough,  in  1921 
they  floated  20-year  bonds  lo  mature 
in  1941  and,  of  course,  we  gol  Ihe  pay- 
ment at  Pearl  Harbor. 

The  German  Government,  through 
the  brilliant  wizard,  Hjalmar  Schachl, 
who  also  had  dual  citizens— he  was  an 
American  when  he  was  here.  He  spent 
quite  a  bit  of  time  in  Wisconsin  and 
was  also  a  Wall  Street  international 
financier.  He  was  also  a  German  citi- 
zen. If  he  ever  set  foot  in  Germany,  he 
was  a  German  citizen.  He  turned  out 
to  be  the  great  Hitler  financial  wizard. 
It  was  his  idea  that  today,  ironically, 
has  been  reinstituted  on  this  question 
of  world  trade  and  international  fi- 
nance. Of  course,  the  whole  object  was 
for  the  debtor  nations,  and  the  only 
creditor  nation  in  World  War  I  was 
the  United  States,  to  get  away,  of 
course,  in  Germany's  case,  the  prostra- 
tion of  the  imposed  harsh  terms  of  the 
Versailles  Treaty,  which  imposed  oner- 
ous reparations  on  the  German 
people,  and,  of  course,  later  became 
the  basis  in  fact  for  the  rise  of  such  a 
monstrous  development  as  the  Hitleri- 
an  era. 

We  are  living  through  an  equivalent 
period  of  time,  and  have  been  since 
about  the  sixties  or  the  middle  sixties. 

I  spoke  first  when  Mr.  Dillon  came 
before  us,  and  I  had  my  5  minutes, 
when  I  asked  him,  "Why  are  you  now 
seeking  the  outright  repeal  of  the 
silver  transactions  tax,  which  was  a 
war-imposed  tax?" 

He  said,  "Because,  as  I  have  ex- 
plained before,  the  commercial 
demand  for  silver  is  so  great  that  our 
use  of  silver"— that  is  we  were  then 
monetizing   our   currency    with    both 
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gold  and  silver— he  said,  "We  will  not 
be  able  to  maintain  the  very,  very  tra- 
dition of  monetized  coinage  or  curren- 
cy and.  besides  that,  the  commercial 
enterprises  are  hard  put  because  of 
the  development  of  electronics  and 
photography,  the  use  of  silver  has  just 
simply  risen  exponentially. 

I  said,  ■Well,  but  then  is  that  not 
the  reason  why  you  imposed  the  silver 
transaction  tax  to  begin  with  during 
war?" 

He  blinked  his  eyes.  He  said,  "Im 
afraid  I  don't  understand  your  ques- 
tion. What  are  you  driving  at?" 

I  said.  "The  real  reason,  as  I  under- 
stand my  history,  for  the  imposition  of 
the  silver  transaction  tax  as  well  as 
other  what  we  call  control  laws  during 
war  was  to.  one,  control  speculation 
and  war  profiteering  and  the  like." 

He  said,  "Well,  yes,  but  the  war  is 
over  with." 

I  said.  "But  not  the  conditions  that 
existed  during  war  and  continue  in 
what  we  call  times  of  peace." 

Then  I  remember  that  I  think  I 
spoke  a  little  too  much  when  I  said. 
"You  know.  I  dont  believe  that  we 
have  terminated  World  War  11.  There 
is  no  peace  treaty." 

I  will  say  that  again  tonight.  I  think 
we  in  the  United  States  forget  that 
there  really  is  not  any  termination  of 
a  formal  nature  in  the  way  of  a  peace 
treaty  to  World  War  II.  We  have  over 
300.000  troops  in  Germany  alone,  and 
the  sequel  of  the  Korean  war  causes 
us  to  maintain  45.000  in  Korea  in  a 
very  volatile  situation.  All  of  those 
imply  international  financial  transac- 
tions that  impact  on  what  we  like  to 
say  is  our  American  standard  of  living. 

So  my  5  minutes  were  up  and  I  asked 
unanimous  consent  that  I  ask  Mr. 
Dillon  in  writing  at  a  subsequent  date 
for  the  questions.  One  of  those  addi- 
tional questions  was,  "What  are  you 
prepared  to  do  if  we  repeal  the  trans- 
action tax  on  silver  to  obviously  con- 
trol what  will  be  a  speculative 
market?" 

When  I  finally  got  the  printed  copy 
of  the  proceedings  with  the  reply.  I 
had  no  reply. 

The  truth  is  that  that  is  today  one 
of  the  most  highly  speculative  aresus  of 
endeavor  in  the  world,  as  is  the  gold 
market. 

In  January  1976  the  United  States 
actually  allowed  for  what  we  call  the 
private  holding  of  gold  by  individual 
citizens  without  any  protection.  I 
alone  in  the  subcommittee  and  in  the 
Banking  Committee  resisted  the 
repeal  of  the  1932  act  with  respect  to 
gold  on  the  basis  that,  at  the  time  the 
act  was  placed,  there  were  at  least 
some  limitations  in  law  on  speculating 
in  gold.  Those  were  all  going  to  be  re- 
pealed. 

The  only  thing  I  had  again  was  the 
first  time  that  the  Chairman  of  the 
Federal  Reserve  Board  called  me  and 
asked  me  to  have  breakfast  with  him. 


That  was  the  first  time.  He  said.  "You 
know,  you  are  right.  However,  we  are 
committed  to  having  private  owner- 
ship. We  have  reached  an  era  in  the 
world's  development  where  demoneti- 
zation of  currencies  is  the  thing.  The 
world  never  has  produced  enough  gold 
to  make  it  a  practical  or  a  feasible 
medium.  And  the  truth  of  the  matter 
is  that  the  dollar  is  still  and  will  con- 
tinue to  be  into  the  indefinite  future 
the  international  basic  unit  of  ex- 
change. " 

Then  I  remembered  what  I  had  been 
told  in  1963.  when  Mr.  Dillon  said  in 
answer  to  the  last  question  that  the 
chairman  and  the  unanimous  consent 
allowed  me  to. 

I  said,  'Well,  if  the  repeal  does  not 
resolve  the  reduced  nature  of  the 
silver  market  and  the  supply,  and  you 
have  this  continuing,  how  long  do  you 
think  it  will  be  before  it  will  impact  on 
us  to  the  point  where  we  will  have  to 
remove  silver  and  gold  from  our  cur- 
rency? " 

He  said,  "Oh,  not  until  the  foreseea- 
ble future.  " 
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That  was  April  1963.  Exactly  2  years 
later  in  1965  in  April  they  came  back 
to  ask  us  to  demonetize  our  currency 
and  we  did.  If  you  will  look,  if  you  still 
have  any  coins,  even  a  dime  that  is 
dated  1964  you  might  hold  onto  it;  it 
has  some  silver  content.  After  1965,  we 
had  what  we  call  the  copper  clads,  and 
this  is  the  reason  for  it. 

Emerson  says  that  when  the  Treas- 
ury is  empty  or  broke  and  has  no  gold 
it  resorts  to  paper.  Well,  of  course, 
that  has  always  been  true.  More  im- 
portantly, the  main  thing  involved  as  I 
see  it  and  continues  to  be  the  issue  is 
that  at  no  time  since  1923  have  the 
Congress  nor  the  executive  branch  of 
the  Government  actually  functioned 
as  it  was  contemplated  initially  in  the 
version  approved  by  the  Congress  of 
the  Federal  Reserve  Board  Act  of 
1913. 

This  is  further  complicated  by  the 
fact  that  we  are  talking  about  a  sub- 
ject matter  as  the  gentlemen  a  few 
minutes  ago  were  talking  about  the 
complications  of  a  tax  measure,  but 
that  does  not  mean  that  they  are  so 
esoteric,  that  they  are  so  involved  or 
complicated  that  an  average  citizen 
does  not  have  an  idea  what  is  going 
on.  They  may  not  know  all  of  the 
jargon  involved  but  they  know  when 
they  have  been  rooked. 

The  truth  of  the  matter  is  that 
going  back  to  that  early  1960  period, 
then  the  first  credit  crunch  on  June 
the  19th,  1966,  which  was  the  first 
time  in  the  history  of  our  country, 
something  that  did  not  even  happen 
during  the  height  of  the  Civil  War. 
the  financial  institutions,  the  main 
ones,  overnight  jacked  up  the  prime 
interest  rate  by  1  percent. 


Now,  the  prime  interest  rate  as  was 
defined  on  June  the  19th.  1966.  is  not 
the  same  prime  interest  rate  as  de- 
fined today  in  1986.  We  will  not  go 
into  that  because  I  know-  that  by  then 
everybody  among  my  colleagues  will 
be  thoroughly  confused. 

The  main  thing  is  that,  as  Louis  Car- 
roll says  in  'Alice  in  Wonderland." 
"The  issue  is  not  the  words;  the  issue 
is  who  has  the  power. " 

What  we  have  done  in  our  country  is 
to  turn  over  the  power  to  those  inter- 
ests that  from  time  immemorial,  unre- 
strained, and  who  could  be  the  re- 
straining hand?  Only  the  Government 
as  chosen  by  the  people  to  look  out  for 
its  interests  could  be  that  restraining 
force.  Only  the  absence  of  the  re- 
straining force  has  allowed  such  enti- 
ties as  the  Federal  Reserve  Board, 
which  is  not  a  Federal  agency,  it  does 
not  even  have  an  Inspector  General. 
They  fight  us  tooth  and  nail  whenever 
we  introduce  any  measure  calling  for 
an  audit  or  what  I  would  call  an  inde- 
pendent audit.  They  say  they  have  an 
audit:  they  do  not  have  any  IG.  They 
have  had  scandals:  they  can  get  away 
with  it. 

So  I  find  it  hard  to  get  excited  when 
the  same  people  that  have  refused  to 
want  to  look  at  that  come  in  and  vote 
for  the  1981  Reapan  recovery  tax  bill. 
That  is  what  they  called  it.  The  eco- 
nomic recovery  and  reform  tax  bill  of " 
1981.  That  was  the  one  that  Mr. 
Reagan  said  had  to  pass,  and  it  did. 
with  the  help  of  enough  so-called 
members  of  the  majority  party  and  a 
solid  backup  vote  on  the  part  of  the 
minority  Members  of  the  House. 

Today,  for  those  same  voices  who 
voted  for  that  bill  to  decry  the  fact 
that  you  have  billion-dollar  corpora- 
tions that  are  not  only  not  paying  any 
taxes,  meaning  income  taxes,  but  are 
deriving  over  $250.  $300  million  in  tax 
benefits  in  that.  That  law  made  it  pos- 
sible for  them  to  buy  the  tax  credits 
from  lesser  corporations  that  they  can 
do  anything  with. 

What  we  are  witnessing  in  the 
United  States,  sadly,  is  the  passage  of 
control  from  the  people  through  their 
elected  Representatives,  be  they  in  the 
legislative  branch  or  in  the  executive 
branch,  their  total  inability  to  control, 
even  in  a  minimal  way,  those  who  now 
have  arrogated  to  themselves  the 
power  to  dictate  the  destinies  of  our 
country  insofar  as  fiscal,  monetary  or 
generally  economic  matters  are  con- 
cerned. That  means  standard  of  living 
for  America. 

Why  is  that?  Because  those  oligar- 
chical interests  in  our  country,  mega- 
bank  corporations,  they  may  be  based 
in  the  United  States,  but  they  do  not 
have  any  allegiance  to  the  United 
States.  Their  allegiance  is  to  the 
profit,  and  if  they  can  make  profit 
speculating  against  the  dollar  as  all  of 
them  have,  since  we  went  on  a  floating 
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exchange  basis  in  1971  when  Mr. 
Nixon  devalued  the  dollar  and  look  us 
off  the  Gold  Exchange  System.  I  did 
not  hear  too  much  outcry.  In  fact, 
there  was  not  one  newspaper  in  our 
country  that  defined  it  as  a  devalu- 
ation of  the  dollar.  Not  in  1971.  when 
we  had  the  second  devaluation.  We 
called  it  that  because  then  we  had  to 
pass  a  resolution  that  emanated  from 
the  Banking  Committee.  I  think  I  was 
about  the  lone  one  that  voted  ■no," 
but  I  gave  my  reasons  then. 

What  we  are  seeing  today  is  the  ulti- 
mate consequences  of  a  debauchery 
based  on  inordinate  greed  because  all 
through  history,  as  I  started  to  say  a 
while  ago,  these  forces,  wherever  they 
have  existed,  in  any  country  under 
any  clime,  are  never  satiated.  They  are 
insatiable.  The  more  they  have,  the 
more  they  want.  These  are  these  pow- 
erful, oligarchical,  financing  banking 
institutions.  Our  corporate  structure  is 
so  interconnected  today,  or  they  use 
the  words  in  banking  jargon,  'inter- 
locked," that  it  is  all  one,  little  pinna- 
cle of  oligarchical  control  that  is 
ruling,  totally  for  the  first  time,  the 
dictates  of  the  policies  that  we  say 
should  emanate  from  the  Congress. 
The  national  policymaking  body.  The 
representatives  of  the  people.  Togeth- 
er with  the  President.  After  all,  the 
Constitution  does  give  the  President 
certain  legislative  prerogatives.  He 
comes  before  us;  he  has  the  power  to 
submit  bills  to  the  Congress.  He  does. 
That  is  the  way  it  ought  to  be. 

But  the  Federal  Reserve  Board  has 
run  amok.  It  accounts  to  nobody.  Cer- 
tainly nobody  on  Earth.  We  all,  I  am 
sure,  ultimately  are  accountable  to  the 
God  almighty,  but  I  do  not  see  any 
avenging  angel  coming  down  from 
heaven  to  rule  the  Federal  Reserve 
roost.  Rather,  they  have  become  more 
powerful.  But,  as  all  such  entities,  as 
all  such  groups  of  men,  they  can  meet 
their  match.  Then  we  can  see  for  our- 
selves the  suffering  entailed  to  our 
entire  Nation,  which  is  what  is  hap- 
pening to  us.  Whether  it  is  in  the  farm 
area:  whether  it  is  in  the  Rust  Belt 
area.  Remember  that  these  crises  have 
come  to  us  piecemeal.  I  can  remember 
over  10  years  ago,  14  years  ago,  a  dis- 
tinguished Member  from  Pennsylva- 
nia, John  Dent,  taking  this  floor, 
speaking  day  after  day  and  certainly 
there  was  no  TV  coverage;  nobody 
could  accuse  him  of  talking  to  a  TV 
audience. 

He  was  saying,  "We  have  been  sold 
out.  My  area  will  see  blight.  It  will  see 
unemployment." 
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"It  will  see  the  producing  center  of 
our  community  dormant,  idle,  nonpro- 
ducing. '  I  believe  that  the  most  unfor- 
tunate thing  of  all,  as  reported  in 
today's  newspaper,  is  the  President  of 
the  United  States  going  down  to  a 
southern  State.  Louisiana,  and  instead 


of  saying,  'I  promised  you  leadership 
to  resolve  these  problems,"  the  head- 
lines say  that  he  blames  the  Demo- 
crats. 

I  do  not  think  the  article  said  Jimmy 
Carter  any  longer.  Finally,  after  some 
6  years,  he  has  left  poor  old  Jimmy 
Carter  alone,  but  for  4  years,  5  years 
after  he  had  the  power,  he  was  still 
blaming  Jimmy  Carter  for  everything. 
I  think  that  is  tragic  because,  as  the 
distinguished  colleagues  who  were  dis- 
cussing the  tax  issue  just  before  me 
said,  these  are  bipartisan  problems. 
They  affect  us  all.  They  are  not  sus- 
ceptible to  partisan  solution.  But  they 
are.  of  course,  susceptible  to  solution. 

The  pathetic  thing  is  that  not  all  of 
us  can  say  that  we  were  sucked  in 
from  the  beginning,  beginning,  as  I 
said,  in  1963.  Mr.  Dillon  did  not  get  my 
vote.  Unfortunately,  what  I  felt  in  my 
bones  turned  out  to  be  right.  He  did 
not  get  my  vote  later. 

Mr.  Bill  Simon,  the  Secretary  of  the 
Treasury  when  he  pushed  for  a  return 
to  the  private  ownership  of  gold  with 
no  restrictions,  no  reenactment  of  the 
laws  that  had  restrained  somewhat, 
and  again  that  was  the  second  time  I 
was  called  to  have  breakfast  by  the 
then  Chairman  of  the  Federal  Reserve 
Board  who  said,  "Well,  I  will  agree 
with  you  to  this  extent:  that  we  have 
got  to  have  some  controls"  What  he 
meant  was  on  the  banks. 

In  the  meanwhile,  a  Senator,  still  in 
the  Senate  from  Carolina,  put  in  a 
provision  in  a  bill  that  was  not  ger- 
mane, but  it  had  to  be  passed,  and  this 
was  just  about  a  year  after  1976,  so  it 
must  have  been  1977,  which  provides 
for  gold  indexing  of  contracts. 

You  say,  what  is  that?. What  that 
meant  was  that  it  threw  all  of  our 
international  transactions  in  competi- 
tion with  countries  that  had  never  ac- 
cepted demonetization,  such  as 
France.  Let  me  point  out  by  way  of  pa- 
renthesis that  about  two-thirds  of  the 
treasure  that  we  sank  in  Vietnam— and 
I  used  to  say  this  and  I  was  not  shout- 
ing it  .because  I  did  not  want  to  join 
those  that  were  adding  to  the  cacoph- 
ony, raising  their  fists  and  saying, 
"Hey.  hey,  LBJ,  how  many  babies 
have  you  killed  today?"  I  did  not  think 
that  added  to  anything.  I  was  critical. 
I  tried  to  control  my  criticism.  I  tried 
to  be  constructive,  but  I  used  to  say  to 
some  of  his  advisers,  and  it  angered 
them,  I  think  we  can  do  more  good 
and  I  think  history  will  show  if  we 
were  to  get  that  $30  billion  figure, 
which  reached  $30  billion  in  1965,  that 
you  are  putting  in  Vietnam  and  just 
convert  it  to  dollar  bills,  put  it  into 
C130's  or  C5A's,  pull  our  boys  out  and 
then  just  throw  all  our  money  out 
there  and  we  will  get  more  good  from 
that  than  what  we  are  doing. 

Mr.  BEREUTER.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  GONZALEZ.  I  am  delighted  to 
yield  to  the  gentleman  from  Nebraska. 


Mr.  BEREUTER.  Mr.  Speaker,  while 
the  gentleman  from  Texas  confers 
with  the  gentleman  from  Maryland 
[Mr.  HoYER],  I  just  wanted  to  say  that 
I  want  to  commend  the  gentleman 
from  Texas  for  his  continued  effort  to 
inform  his  colleagues  here  on  the  floor 
to  establish  a  record  on  this  important 
set  of  events  that  has  taken  place. 

The  gentleman  and  I  do  not  always 
agree  but  I  always  appreciate  the 
candor  and  the  ability  that  he  brings 
to  his  speeches. 

I  want  to  thank  the  gentleman  for 
his  continuing  efforts  to  educate  this 
House  and  also  the  American  people. 

Mr.  GONZALEZ.  Mr.  Speaker,  I 
deeply  thank  the  gentleman  from  Ne- 
brEiska  [Mr.  Bereuter],  who  serves  on 
the  same  committee  with  me,  the 
Committee  on  Banking,  Finance,  and 
Urban  Affairs,  and  who  comes  from  an 
area  that  has  been  very  hard  hit,  but 
which  has  been  the  wonder  of  the 
world  in  food  and  fiber  production. 
The  fact  is  that  it  is  a  sorry,  sorry  con- 
fession to  make  that  just  in  the  last 
year,  or  little  bit  more,  for  the  first 
time,  we  are  importing  more  food  into 
the  United  States  than  that  which  we 
are  exporting.  In  other  words,  our 
economy  has  been  reversed. 

We  are  also,  unlike  World  War  I  and 
World  War  II.  now  the  biggest  debtor 
in  the  world.  That  had  not  happened 
since  1914  when  Teddy  Roosevelt  de- 
cided to  build  the  Panama  Canal.  We 
did  not  have  the  credit  resources.  We 
had  to  go  to  Paris,  France,  and  borrow 
$40  million;  $40  million  then  was  like  a 
billion  today.  $40  million  from  the 
French  bankers,  the  traditional  gold- 
holders,  if  not  gold-hoarders. 

France  has  never,  never  said  we  no 
longer  consider  gold  as  a  main  basis  of 
a  reserve.  So  what  I  am  coming  up  to, 
and  I  wanted  to  round  out  because  I 
think  we  ought  to  know  this,  if  we  are 
going  to  resolve  the  problem  of  the 
farmer;  if  we  are  going  to  resolve  the 
problem  of  the  laborer  in  our  produc- 
tion belt,  and  instead  of  a  rust  belt, 
make  it  a  gold  buckle  belt;  if  we  are 
going  to  resolve  the  problem  of  the 
standard  of  living  which  has  deterio- 
rated in  America  for  all,  but  particu- 
larly the  dangerous  trend  where  we 
are  developing  a  class  system  like  in 
Europe,  a  proletariat  and  these  regres- 
sive tax  bills,  the  most  regressive  of  all 
being  in  1971  because  it  gave  away 
$755  billion.  This  year,  at  the  begin- 
ning of  this  year,  we  reached  that  $700 
billion  giveaway.  To  whom?  By  taking 
off  that  tax  burden  from  the  richest 
individuals,  the  richest  corporations. 
We  sank  our  country  in  a  monstrous 
debt,  never  before  a  sum  quite  by  any 
country  or  combination  of  any  coun- 
tries in  the  world. 

In  the  meanwhile,  in  Europe,  wheth- 
er you  take  the  6,  what  they  call  the 
Group  of  6  or  the  Group  of  10.  they 
have  developed,  as  I  have  said  here, 
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several  years,  going  back  to  1979,  when 
they  first  unveiled  it,  that  we  are  con- 
fronted with  the  gravest  threat  to  our 
creditor  standing  in  the  history  of  our 
Nation,  even  when  we  were  a  colony. 

In  fact,  the  revolution  was  fought 
basically  for  that  purpose,  so  that  the 
Americans  in  the  new  world  would  de- 
termine their  destinies  through  the  al- 
location of  credit  resources  and  not 
somebody  in  England  who  said,  "No 
matter  how  good  you  can  manufacture 
cloth  in  Philadelphia,  you  cannot 
manufacture.  You  send  us  the  raw 
goods;  we  will  manufacture  them  in 
Leeds  and  Manchester  and  we  will 
send  them  back  to  you." 

That  was  the  merchantile  system.  It 
is  a  travesty.  It  is  a  shame.  It  is  a  sin 
that  when  we  are  about  and  have  not 
quite  reached  the  200th  anniversary  of 
our  form  of  government,  that  will  not 
be  until  1989,  that  we  would  have  been 
put  in  this  debased  situation  of  a  re- 
verse merchantile  system  where  we 
are  no  longer  a  producing  nation:  we 
are  a  consuming  nation,  and  the  Presi- 
dent boasts  of  his  economic  recovery, 
all  of  which  is  based  on  an  illusion  be- 
cause it  is  based  on  borrowed  money. 
What  is  worse;  it  is  borrowed  foreign 
money,  which  is  fickle  and  certainly 
not  consecrated  to  the  greatest  inter- 
est of  the  greatest  number  in  America. 

What  has  happened  here  more  im- 
mediately that  has  gone  completely 
unnoticed,  as  far  as  I  know,  my  voice  is 
the  only  in  either  House  that  has  men- 
tioned the  ECU,  the  European  Curren- 
cy Unit,  the  EMS,  the  European  Mon- 
etary System.  The  whole  purpose  of 
that  is  to  supplant  the  dollar  as  the 
international  unit  of  currency. 
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They  have  started  in  a  big  way  as  of 
the  beginning  of  this  year.  They  put  it 
in  place  1  month  before  Mr.  Reagan 
went  to  Germany  on  May  1,  1985;  but 
all  we  read  about  was  his  trip  to  the 
German  cemetery  to  honor  foreign 
Nazis;  but  you  did  not  read  the  real 
thing  and  that  was  that  these  minis- 
ters finally  gave  an  accomplished  fact 
to  Mr.  Reagan's— whoever  he  took,  the 
Secretary  of  the  Treasury  or  whoever 
else,  and  that  is  because  in  Palermo, 
Italy,  exactly  1  month  before  in  April, 
the  finance  ministers  from  these  Euro- 
pean countries  met  there  and  finally 
fleshed  out  the  European  currency 
unit,  the  European  monetary  system. 

Why?  Because  between  the  6,  and 
much  more  with  the  10,  their  gold 
holdings  as  reserves  exceeded  what  we 
had  by  way  of  gold. 

The  Secretary  of  the  Treasury,  Mr. 
Simon,  told  me  in  January  1976,  he 
said,  "We  are  even  going  to  sell  it, 
Henry.  We  are  going  to  even  sell  it." 

I  said,  "But  how  can  you  do  that?  It 
is  going  to  end  up  in  the  vaults  of  the 
bank  of  France." 

He  said,  "No,  we  are  going  to  limit 
the  bids  to  9  central  banks." 


I  could  not  believe  it.  What  was  to 
prevent  a  proxy  from  putting  the  bid 
behind  it  and  it  ended  up  in  the  vaults 
of  France,  anyway. 

This  is  what  I  said  to  the  advisers  of 
a  good  friend.  President  Johnson.  He 
did  not  know  much  about  internation- 
al finance.  He  was  not  arrogant, 
either.  He  admitted  to  it.  I  was  saying 
that,  well,  two-thirds  of  your  money  is 
going  in  the  form  of  gold  into  France, 
because  French  Indochina  even  to  this 
day  has  far  more  cultural  ties,  indus- 
trial ties  and  commercial  ties,  than 
with  any  other  country. 

Unfortunately,  we  have  failed  to  un- 
derstand that.  We  have  reached  the 
point,  though,  where  now  we  are  in  a 
dog-eat-dog  quandary.  There  huge 
mastadon  institutions  that  are  fearing 
bankruptcies  are  doing  everything 
they  can,  thrashing  about,  trying  to 
swallow  each  other  up. 

I  cannot  feel  very  much  indignation 
for  some  poor  guy  that  in  the  mistak- 
en belief  that  he  can  save  his  little 
bank  by  investing  in  a  speculative  ven- 
ture is  found  guilty  of  violating  the 
SEC  laws  and  is  put  in  jail. 

We  come  back  to  what  the  English 
people  going  through  similar  times, 
except  perhaps  on  a  different  scale, 
but  comparatively  the  same  would  say, 
"The  law  locks  up  both  man  and 
woman  who  steal  the  goose  from  off 
the  common,  but  lets  the  greater  felon 
loose  who  steals  the  common  from  the 
goose." 

Mr.  Speaker,  at  this  point  I  place 
into  the  Record  two  articles  that  ap- 
peared in  today's  New  York  Times, 
Friday,  September  19.  One  of  them  is 
entitled  "Sharp  Drop  in  Dollars  Value 
Fails  to  Cut  U.S.  Trade  Deficit, "  and 
the  second  one  in  section  D,  page  D-1, 
"Dollar  Off  After  Baker  Comments." 

The  articles  are  as  follows: 

(From  the  New  York  Times.  Sept.  19,  1986] 

Sharp  Drop  in  Dollar's  Value  Pails  ^o  Cut 
U.S.  Trade  Deficit 

(By  Clyde  H.  Farnsworth) 
Washington.— A  year  ago  the  five  major 
industrial  powers  forged  a  historic  compact 
to  drive  down  the  value  of  the  dollar  in 
hopes  of  easing  a  crushing  trade  imbalance. 
The  drop  in  the  dollar  has  been  stunning. 
Since  the  meeting  of  the  five  nations  last 
Sept.  22  at  the  Plaza  Hotel  in  New  York,  the 
dollar  has  plunged  55  percent  in  value 
against  the  yen  and  40  percent  against  the 
West  German  mark. 

But  the  broader  objectives  of  correcting 
trade  flows  and  reinforcing  international  co- 
operation have  proved  stubbornly  elusive. 

ANOTHER  RECESSION  IS  FEARED 

The  United  States  faces  a  trade  deficit  ap- 
proaching $200  billion  this  year— up  sharply 
from  $148.5  billion  in  1985— along  with  a 
rising  clamor  for  protectionism  and  increas- 
ing strife  with  its  leading  trading  partners 
over  their  reluctance  to  spur  economic 
growth. 

•Deep  fissures  in  the  world  economy" 
have  appeared.  Paul  A.  Volckfer.  chairman 
of  the  Federal  Reserve  Board,  told  a  gather- 
ing in  Venice  last  month. 


Things  are  so  serious  that  some  econo- 
mists are  warning  that  if  the  rest  of  the 
world  does  not  grow  fast  enough  to  buy 
more  American  products,  the  United  States 
will  stumble  into  another  recession.  And  a 
slowing  of  the  American  economy,  in  turn, 
would  likely  choke  off  demand  for  foreign 
goods,  thus  touching  off  a  dangerous  down- 
ward spiral  throughout  the  world. 

"Frankly.  I'm  very  worried  about  the  re- 
cessionary danger."  said  Rimmer  de  Vries. 
senior  vice  president  of  the  Morgan  Guaran- 
ty Trust  Company.  "We're  not  getting  the 
growth  abroad." 

Robert  D.  Hormats.  a  former  senior 
Reagan  Administration  economic  official 
and  now  an  investment  banker  with  Gold- 
man. Sachs  &  Co.  said.  "I  think  we  must  call 
a  Plaza  II  meeting  to  deal  with  the  trade  im- 
balances that  are  threatening  economic  dis- 
aster." 

Plaza  I,  the  secretly  convened  Sunday 
gathering  a  year  ago  that  produced  the 
agreement  to  lower  the  dollar's  value,  was 
born  out  of  the  huge  and  prolonged  rise  in 
the  currency  from  mid- 1980  until  February 
1985,  the  largest  such  movement  in  history. 

U.S.  TRADE  AFFECTED 

By  lifting  prices  of  exports  and  lowering 
prices  of  imports,  the  inflated  dollar  under- 
mined American  international  competitive- 
ness. 

The  Plaza  participants— the  United 
States.  Japan.  Britain,  Prance  and  West 
Germany— reasoned  that  deflating  the 
dollar  would  help  put  world  trade  back  in 
balance,  setting  the  stage  for  more  stable 
and  consistent  growth.  But  economists  say 
several  factors  deprived  the  accord  of  its  ex- 
pected results. 

The  concentration  of  the  monetary 
changes  on  too  small  a  cluster  of  currencies, 
leaving  out  several  of  the  United  Slates' 
most  important  trading  partners. 

The  preference  of  many  foreign  compa- 
nies to  reduce  profits  or  even  lake  losses 
rather  than  cede  market  share  in  the 
United  States. 

The  reluctance  of  West  Germany  and 
Japan  to  spur  economic  growth,  which 
would  enhance  American  export  opportuni- 
ties, for  fear  of  renewed  inflation. 

The  immediate  perverse  effect  in  all  de- 
valuations. The  trade  deficit  at  first  widens 
because,  with  the  lower  value  of  the  dollar, 
imports  come  in  at  a  higher  value.  It  is  only 
later  that  higher  prices  curb  their  volume. 

The  erosion  of  the  American  agricultural 
trade  balance  because  of  foreign  subsidies 
and  a  global  grain  surplus. 

The  growing  pressure  on  debtor  countries 
to  use  their  export  earnings  to  pay  interest 
to  banks  on  their  foreign  debt  instead  of 
buying  goods  from  the  United  States  and 
other  industrial  countries. 

NEW  TALKS  SEPT.  26 

Finance  ministers  from  the  five  countries 
involved  in  the  Plaza  accord  customarily 
meet  several  times  a  year.  They  conferred  at 
the  economic  summit  conference  last  May 
in  Tokyo  and  at  the  Interim  Committee 
meeting  of  the  International  Monetary 
Fund  last  April. 

The  question  of  the  trade  imbalances  is 
certain  to  arise  at  a  session  they  are  tenta- 
tively scheduled  to  hold  in  Washington  on 
Sept.  26.  on  the  eve  of  the  annual  meeting 
of  the  International  Monetary  Fund  and 
the  World  Bank.  This  session  of  the  finance 
ministers  could  conceivably  lead  to  some 
fresh  monetary  decisions  affecting  trade. 

Meanwhile,  major  trading  nations  are 
locked  in  tough  debate  in  Punta  del  Este, 
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UriiKiiay.  over  the  shape  of  a  future  trading 
syNtrm  that  could  open  up  markets  for  the 
United  States  in  data  transmission,  insur- 
ance and  other  services  in  which  the  Ameri- 
can economy  has  special  strength. 

PROFITS  AND  JOBS  AFFECTED 

Although  the  dollar  began  to  ease  in  early 
1985.  Treasury  Secretary  James  A.  Baker  3d 
invited  his  counterparts  from  West  Germa- 
ny. Japan.  Britain  and  Prance  to  New  York 
last  September  to  hasten  the  process. 

Mr.  Baker's  action  came  in  response  to 
enormous  pressure  from  American  business 
and  labor  whose  profits  and  jobs  were  being 
hurl  by  the  high  dollar. 

It  marked  the  reversal  of  an  earlier  policy 
of  benign  neglect,  in  which  Washington  did 
little  to  influence  the  dollar's  market  move- 
ments. Yet  the  dollar  may  have  been  primed 
to  move  in  any  case,  as  some  economists 
have  noted. 

"The  market  was  ready  for  a  change, 
ready,  we  may  say.  with  the  benefit  of  hind- 
sight, to  prick  the  speculative  bubble  that  in 
1984  developed  and  pushed  the  dollar  to  its 
excessive  high.  "  Gottfried  Haberler.  resi- 
dent scholar  of  the  American  Enterprise  In- 
stitute, wrote  in  the  recent  paper. 

AN  IMPLICIT  THREAT 

In  the  Plaza  accord,  which  spoke  of  closer 
cooperation  to  'encourage  "  a  weaker  dollar, 
was  the  implicit  threat  of  dollar  sales  from 
government  treasuries.  Market  operators 
took  note  and  sold  dollars  more  quickly 
than  they  might  have  otherwise. 

But  the  plan  to  push  the  dollar  lower  rela- 
tive to  the  currencies  of  the  other  four  par- 
ticipants had  a  flaw  that  did  not  become  ap- 
parent until  months  after  the  meeting.  The 
currencies  of  other  important  trading  part- 
ners did  not  rise  with  those  of  the  Plaza 
countries.  Indeed,  about  half  of  American 
trade  by  volume  is  with  countries  whose  cur- 
rencies have  stayed  flat  or  even  declined 
against  the  dollar. 

Against  both  the  peso  of  Mexico,  this 
country's  third-most-important  trading 
partner,  after  Canada  and  Japan,  and  the 
cruzeiro  of  Brazil,  which  is  No.  12.  the  dollar 
is  now  sharply  higher. 

The  Canadian  dollar  is  stiU  t>elow  the 
level  of  last  Sept.  22.  at  the  time  of  the 
Plaza  meeting.  South  Korea's  currency,  the 
won.  moves  with  the  dollar.  Taiwan's  dollar 
has  appreciated  a  modest  10  percent. 

All  these  countries  have  built  large  trade 
surpluses  with  the  United  States. 

CURRENCY  SHIFTS  SOUGHT 

Mindful  of  the  devaluation  gap.  American 
negotiators  are  now  seeking  discussions  with 
a  number  of  these  countries  to  increase  the 
value  of  their  currencies.  Commerce  Secre- 
tary Malcolm  Baldrige  told  Congress  earlier 
this  month.  He  singled  out  the  Canadian 
dollar  as  a  currency  that  should  be  stronger. 

The  Federal  Reserve  Board's  "Trade- 
weighted  U.S.  Dollar  Index'  has  fallen  more 
than  30  percent  from  its  peak  in  February 
1985.  But  because  of  the  exclusion  of 
Mexico.  Brazil.  Taiwan.  South  Korea,  Hong 
Kong  and  others  from  this  indicator,  the  de- 
cline is  exaggerated,  many  economists  say. 

Steve  H.  Hanke.  a  professor  of  economics 
at  Johns  Hopkins  and  chief  economist  of 
Priedberg  Commodities  Management  Inc.  of 
Chicago,  placed  the  dollar's  real  fall  at  "6  to 
7  percent '■  on  the  border  trade-weighted 
basis. 

While  ushering  in  some  new  currency 
talks,  the  Plaza  agreement  also  set  off  what 
some  are  calling  the  war  of  the  growth 
rates. " 


Underlying  the  accord  was  the  pledge  of 
the  five  countries  to  more  closely  coordinate 
their  economic  policies.  Each  participant 
outlined  intentions  to  provide  'a  more  bal- 
anced expansion  with  low  inflation." 

The  United  States  .said  it  would  "imple- 
ment fully"  a  budget  deficit  reduction  pack- 
age. West  Germany  promi.sed  "vigorous,  job- 
creating  growth  in  the  context  of  stable 
prices  and  low  interest  rates.  "  Japan  .said  it 
would  increase  private  consumption  and  in- 
vestment and  provide  a  "progrowth  environ- 
ment for  the  private  sector" 

The  zenith  of  cooperation  was  reached 
last  March  when  coordinated  policies  led  to 
interest  rate  cuts  by  the  United  States. 
West  Germany  and  Japan.  In  the  United 
States  there  have  now  been  four  successive 
cuts  in  the  Federal  Reserve  discount  rate, 
which  stands  at  5'-  percent,  the  lowest  level 
since  1977. 

CHARGES  TRADED 

But  in  recent  months  there  have  been 
mutual  recriminations  as  the  United  States 
has  stepped  up  pressure  on  West  Germany 
and  Japan  to  increase  economic  growth, 
while  those  countries  have  criticized  the 
United  States  for  laxity  in  reducing  its 
budget  deficit. 

To  try  to  get  its  way.  the  United  States 
has  been  using  the  dollar  as  a  kind  of  mone- 
tary battering  ram.  some  analysis  say. 

Mr.  Baker  and  Mr.  Volcker  have  warned 
both  Bonn  and  Tokyo  that  Washington 
might  be  forced  to  let  the  dollar  fall  even 
more  against  the  mark  and  the  yen  if  those 
countries  did  not  cut  their  interest  rates  fur- 
ther or  take  other  steps  to  increase  growth. 

[On  Wednesday.  West  German  and  Japa- 
nese central  bankers  reiterated  earlier  state- 
ment that  they  did  not  expect  to  cut  their 
interest  rates.  In  reaction.  Mr.  Baker  again 
said  that  the  dollar  might  need  to  decline 
further.  On  Thursday,  the  currency  fell 
below  two  marks  to  the  dollar,  the  lowest 
point  in  five  years.] 

By  raising  export  prices,  the  higher  mark 
and  yen  tend  to  have  a  depressing  effect  on 
the  German  and  Japanese  economies. 

Yet  both  countries  are  afraid  of  stoking 
the  fires  of  inflation,  which  they  say  could 
result  from  greater  economic  stimulus. 

This  view  finds  strong  political  support, 
especially  in  West  Germany,  which  fears  in- 
flation more  than  most  countries  because  of 
the  hyperinflation  of  the  1920's  thai  helped 
to  usher  in  the  Hitler  era. 

"The  financial  markets  are  betting  on  re- 
newed inflation,  "  said  David  M.  Jones, 
senior  vice  president  of  Aubrey  G.  Lanston 
&  Company,  government  bond  dealers  in 
Wall  Street.  "If  there's  a  choice  between 
world  recession  and  world  inflation,  the 
markets  are  saying  we'll  choose  inflation." 

(From  the  Washington  Post.  Sept.  18.  19861 

Dollar  Off  After  Baker  Comments 

(By  James  Sterngold) 

The  dollar  dropped  sharply  yesterday 
after  Treasury  Secretary  James  A.  Baker  3d 
was  quoted  as  saying  that  it  might  have  to 
come  down  to  help  reduce  America's  trade 
deficit. 

Currency  traders  described  the  foreign  ex- 
change market  as  hectic,  with  the  Bank  of 
France  and  the  Bank  of  England  reportedly 
having  intervened  briefly  to  steady  their 
currencies. 

"In  my  opinion,  the  markets  were  disor- 
derly, the  dollar  would  gap  up.  then  for 
some  reason  gap  down, "  said  Albert  Soria, 
manager  of  foreign  exchange  trading  at  the 
Swiss    Bank    Corporation    in    New    York. 


"There  was  tremendous  volume  and  it  was 
almost  a  one-way  street." 

But  the  broader  fear  was  that  using  the 
dollar  as  a  tool  in  an  international  disagree- 
ment over  the  United  States'  yawning  trade 
deficit  might  unleash  forces  that  might 
prove  uncontrollable. 

"A  very  significant  thing  happened 
today."'  said  John  Prout.  a  senior  vice  presi- 
dent and  head  of  currency  options  trading 
at  Donaldson.  Lufkin  &  Jenrette.  "The 
dollar  is  being  used  as  a  political  weapon. 
The  danger  is  what  happens  if  they  push  it 
down,  and  then  can't  stop  it?" 

In  the  credit  markets,  prices  on  Treasury 
securities  fell,  partly  in  response  to  Mr. 
Baker's  comments,  which  traders  said  would 
discourage  foreign  buying  of  Treasury  secu- 
rities. For  foreign  investors,  a  drop  in  the 
value  of  the  dollar  erodes  the  value  of 
dollar-based  securities. 

DOLLAR  LOWEST  SINCE  "81 

Against  the  mark^  the  dollar  hit  its  lowest 
level  since  early  1981,  crashing  through  the 
two  mark  barrier.  Several  traders  said  that 
it  was  largely  a  strong  mark,  rather  than  a 
weak  dollar,  that  drove  trading.  Late  yester- 
day in  New  York,  the  dollar  was  quoted  at 
1.9875  marks,  down  from  2.0250  marks  on 
Wednesday.  The  dollar  also  fell  to  153,465 
Japanese  yen.  down  from  154.95  on  Wednes- 
day. 

The  British  pound  was  also  weaker,  be- 
cause of  concerns  over  oil  prices  and  the 
British  economy,  traders  said. 

The  sudden  flurry  of  dollar  selling  was  set 
off  by  a  warning  by  Mr.  Baker  that  if  West 
Germany  and  Japan  continued  to  resist 
American  pressures  to  lower  their  interest 
rates  and  thus  stimulate  their  economies, 
the  United  States  would  have  to  push  the 
dollar's  value  lower  as  an  alternative  means 
of  reducing  the  huge  American  trade  deficit. 

"As  we  have  indicated  in  the  past,  unless 
there  are  additional  measures  to  promote 
higher  growth  abroad,  there  will  need  to  be 
further  exchange  rate  changes  to  reduce 
trade  imbalances."'  Mr.  Baker  said  in  an 
interview  with  Reuters. 

"We  would  really  prefer  not  to  have  to 
rely  on  exchange-rate  adjustments  alone  to 
remedy  trade  imbalances,  but  clearly  the 
current  trade  deficit  cannot  be  allowed  to 
continue  indefinitely.'"  he  added. 

The  comments  were  first  published  late 
Wednesday  and  circulated  around  the 
world,  and  they  follow-ed  remarks  from 
senior  Japanese  and  West  German  officials 
that  they  would  not  cut  their  interest  rates. 

Traders  immediately  began  to  sell  dollars 
for  marks  and  other  currencies,  beginning 
in  Japan  early  yesterday  and  extending 
through  the  European  trading  day  and  also 
in  New  York  yesterday. 


SOWING  GRAPES  OF  WRATH 
WITH  FEDERAL  EMPLOYEES 

The  SPEAKER  pro  tempore  (Mr. 
Gonzalez).  Under  a  previous  order  of 
the  House,  the  gentleman  from  Mary- 
land [Mr.  HoYER]  is  recognized  for  60 
minutes. 

Mr.  HOYER.  Mr.  Speaker,  I  have 
taken  this  hour  to  speak  on  a  subject 
that  has  been  previously  addressed  on 
the  floor  of  the  House  today  by  Con- 
gressman Frank  Wolf.  He  dealt  exclu- 
sively with  the  3-year  provision  of  the 
tax  bill  which  is  going  to  adversely 
affect  retirees  from  the  State,  county, 
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municipal  governments,  and  Federal 
employees,  as  well  as  those  who  con- 
tribute to  their  pensions  in  the  private 
sector.  I  am  going  to  speak  more 
broadly  today,  Mr.  Speaker,  on  the 
issue  of  the  current  situation  as  it  re- 
lates to  the  pay  and  benefits  of  Feder- 
al employees. 

Mr.  Speaker,  I  rise  today  to  bring  to 
the  attention  of  the  House  a  few  of 
the  many  serious  concerns  which  exist 
among  the  Nations  3,065,000  Federal 
work  force. 

They  are,  Mr.  Speaker,  disillusioned 
and  demoralized.  They  no  longer  pos- 
sess, for  the  most  part,  the  basic  trust 
which  is  essential  to  successful  em- 
ployee-employer relations.  They  are 
uncertain  as  to  their  future  and  are  in- 
creasingly choosing  to  leave  Federal 
service  for  the  pay,  benefits,  and  basic 
respect  they  see  their  counterparts  in 
the  private  sector  enjoying. 

And  who  can  blame  them,  Mr. 
Speaker?  They  have  continually  faced 
an  annual  assault  by  the  President 
proposing  to  reduce  their  benefits.  Re- 
cently they  have  suffered  under  the 
desperate  attempts  of  the  Congress  to 
reduce  the  deficit.  We  have  frozen 
their  pay,  threatened  their  retirement 
system,  and  robbed  retirees  of  their 
cost  of  living  adjustments. 

Mr.  Speaker,  I  suggest  that  we  are 
sowing  the  grapes  of  wrath.  The  civil 
service  is  finding  it  harder  and  harder 
to  retain  quality  workers.  When  they 
leave,  we  cannot  attract  replacements. 
Young  people  who  once  thrilled  at  the 
chance  to  serve  their  country  no 
longer  see  the  civil  service  as  a  viable 
career  path.  We  cannot,  we  must  not 
continue  along  this  path. 

Mr.  Speaker,  let  me  review  the  situa- 
tion as  it  relates  to  pay.  As  we  are  all 
aware,  the  President  in  his  fiscal  year 
1987  budget  request  recommended  a  3- 
percent  pay  adjustment  for  Federal 
employees.  At  the  same  time,  however, 
he  recommended  an  increase  in  em- 
ployees' contributions  to  the  retire- 
ment system  of  2  percent,  yielding  a 
real  increase  that  the  President  pro- 
posed of  a  1 -percent  increase  in  pay. 

Last  year,  as  my  colleagues  recall, 
the  President  proposed  a  5-percent  cut 
in  pay  and  we  responded  by  freezing 
Federal  pay  rates,  providing  no  compa- 
rability adjustment  for  the  current 
year.  What  we  ignored  in  doing  so  was 
that  the  employment  cost  index,  for 
all  employees  throughout  the  Nation, 
which  measures  the  increase  in  wage 
and  salary  increases,  rose  last  year  4.7 
percent. 

This  year  the  Advisory  Committee 
on  Federal  Pay  recommended  to  the 
President  a  comparability  increase 
again  based  on  the  increase  in  the  em- 
ployment cost  index,  which  was  4.2 
percent.  Again.  I  stress  that  that  em- 
ployee cost  index  was  across  the  board 
for  all  private  sector  employment. 

The  Advisory  Committee  did  not  in- 
clude any  catch-up  for  last  years  4.7- 


percent  shortfall  in  their  recommen- 
dation. Instead,  they  only  suggested  a 
4-percent  increase,  ranging  from  3  to  5 
percent  for  GS-13's  and  above.  This  is 
significant,  because  once  again  Federal 
employees  are  allowed  to  fall  further 
and  further  behind  compared  to  pay 
rates  in  the  private  sector. 

In  fact,  the  Advisory  Committee  to- 
tally ignored  the  report  of  the  Presi- 
dent's Pay  Agent,  which  specified  the 
average  increase  necessary  to  make 
Federal  pay  rates  comparable  with  pri- 
vate rates.  That  adjustment,  the  Pay 
Agent  said,  would  have  to  be  23.79  per- 
cent. This  is  because  since  1981  the 
private  sector  average  wage  increase 
has  totaled  40.2  percent:  that  is  to  say 
since  1981  private  sector  employees 
have  increased  their  salaries  by  some 
40  percent,  while  Federal  pay  raises 
have  only  increased  a  total  of  16  per- 
cent, a  disparity  of  more  than  2  to  1. 

Significantly,  this  year  in  an  at- 
tempt to  make  the  comparison  be- 
tween private  and  public  pay  rates 
more  stringent,  the  Pay  Agent  expand- 
ed their  survey  to  include  establish- 
ments with  50  or  more  employees, 
which  increased  the  survey  from 
43.000  e.stablishments  to  156.000  estab- 
lishments for  purposes  of  comparing 
Federal  pay  rates  with  private  sector 
pay  rates. 

Mr.  Speaker,  this  is  significant,  be- 
cause the  former  Director  of  the 
Office  of  Personnel  Management  con- 
tinually asserted  that  there  was  not  a 
fair  comparison  being  made  between 
the  private  sector  and  the  Federal 
sector,  and  as  a  result,  he  argued, 
there  was  a  bad  percentage  figure 
from  the  Department  of  Labor  for  the 
difference  between  private  sector  and 
public  sector  pay. 

I  argued  against  it.  I  suggested  that 
he  come  up  with  a  new  system.  In  fact, 
the  Office  of  Personnel  Management 
came  up  with  a  new  system.  The 
survey  was  expanded.  The  figures, 
however.  Mr.  Speaker,  have  not  gotten 
better.  The  result  of  this  expansion, 
which  it  was  hoped  would  significantly 
reduce  the  private-public  pay  gap  was 
to  reduce  the  void  between  private  and 
Federal  pay  rates  from  23.89  percent 
to  23.79  percent.  In  other  words,  the 
only  difference  was  approximately 
one-tenth  of  1  percent  in  terms  of  the 
wide  gap  that  exists  between  Federal 
and  private  sector  pay  rates. 

This  23.79-percent  gap  is  all  too  real 
to  Federal  employees  and  it  is  the 
result  of  the  past  8  years'  decisions  not 
to  implement  the  full  comparability 
increase.  In  other  words,  not  to  follow 
the  law  as  was  contemplated  in  the 
early  1970's.  It  is  a  gap  which  is 
making  it  harder  and  harder  to  retain 
quality  workers  and  attract  quality 
new  hires  into  the  Federal  civil  serv- 
ice. 

Mr.  Speaker,  David  Packard,  chair- 
man of  the  board  of  Hewlett-Packard 
and   one   of   the   outstanding   private 


sector  leaders  in  this  country,  high- 
lighted this  point  and  stated  it  in  testi- 
mony before  the  House  Subcommittee 
on  Compensation  and  Employees'  Ben- 
efits. 

I  might  point  out  again  that  Hew- 
lett-Packard is  considered  one  of  the 
quality  places  to  work  in  this  country 
because  its  employees  are  treated  so 
well  and  its  benefits  are  good. 

Mr.  Packard  said— now  this  is  not, 
Mr.  Speaker,  a  leader  of  a  Federal  em- 
ployee union.  This  is  not  a  disgruntled 
Federal  employee.  This  is  not  the 
spouse  or  the  family  of  a  Federal  em- 
ployee complaining  about  wages.  This 
is  David  Packard,  a  leader  in  private 
industry,  a  person  who  has  shown 
through  the  leadership  of  his  own 
company  and  ability  to  assess  his  own 
employees  and  their  work.  He  says 
this: 

The  pay  di.spanty  between  government 
and  industry  t)egan  to  grow  with  the  last 
cycle  of  inflation,  when  increases  in  federal 
salaries  failed  to  keep  pace. 

He  went  on  to  say: 

Not  only  are  federal  salaries  noncompeti- 
tive— 

Let  me  reiterate  that.  It  is  well  that 
the  President  of  the  United  States,  the 
chief  employer,  the  leader  of  the  exec- 
utive department,  take  heed  to  Mr. 
Packard's  words  when  he  says: 

Not  only  are  federal  salaries  noncompeti- 
tive, but  fringe  benefits  are  eroding  as  well. 
Although  the  federal  pension  plan  is  still 
relatively  generous,  it  has  been  affected  by 
recent  budget  cuts  and  is  often  matched  or 
exceeded  in  the  private  sector.  Federal 
health  and  life  insurance  provisions  and 
annual  and  sick  leave  allowances  are  far  less 
generous  than  those  offered  by  many  pri- 
vate companies  and  universities. 

Again.  Mr.  Speaker,  that  is  a  leader 
in  private  industry,  not  a  public  sector 
advocate. 

Since  1950.  Mr.  Speaker,  the  Federal 
civilian  payroll  as  a  percentage  of 
budget  outlays  has  fallen  from  15.7 
percent  to  only  7.8  percent.  The  per- 
centage of  Federal  civilian  employees 
as  a  part  of  the  labor  force  has  also 
fallen  from  3.34  percent  in  1950  to  2.54 
percent  in  1983.  I  can  assure  this  body 
that  we  have  not  reduced,  however. 
Federal  services  by  an  equal  amount. 
In  fact,  this  Congress  has  placed  more 
and  more  demands  on  our  Federal 
work  force,  expecting  them  to  enforce 
our  trade  quotas,  stop  the  flow  of 
drugs  on  our  streets,  and  collect  the 
revenues  we  need  to  function.  We  con- 
tinually expect  more  for  less,  and  pay 
less  and  less. 

In  fact,  in  freezing  Federal  salaries 
last  year,  we  inflicted  damages  far 
beyond  the  failure  to  allow  a  working 
wage.  When  you  freeze  salaries,  the  re- 
tiree's 3  highest  year's  income  is  also 
reduced,  and  the  annuity  which  is  de- 
termined based  on  these  3  years  is  also 
therefore  lost.  The  average  employee 
retiring  this  year  will  lose  $2,772  over 
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the  next  10  years  of  his  or  her  annuity 
because  of  this  effect. 

D  1600 

If  we  were  to  factor  in  the  loss  that 
the  employee  has  incurred  because  of 
the  failure  of  his  or  her  pay  to  keep 
pace  with  the  CPI  over  the  past  10 
years,  the  loss  in  the  next  10  years  of 
annuity  payments  would  equal 
$36,378. 

Essentially  what  that  means  is  that 
as  a  result  of  the  failure  of  this  Gov- 
ernment to  meet  its  commitment  to  its 
employees,  the  retirees  over  the  next 
10  years  will  suffer  a  loss  of  what  they 
had  a  right  to  expect  of  $36,378. 

I  am  particularly  distressed,  and 
Federal  employees  are  outraged,  when 
the  President  ignores  the  Pay  Agent's 
reported  pay  gap  of  23.79  percent,  and 
ignores  the  Advisory  Commissions 
recommendation  of  a  small  fraction  of 
that.  4  percent,  and  ignores  the  con- 
gressional budget  allowance  for  a  3- 
percent  pay  increase,  and  instead,  Mr. 
Speaker,  the  President  recently  recom- 
mended only  a  2-percent  comparability 
adjustment. 

Mr.  Speaker,  you  will  recall  that  I 
brought  to  the  attention  of  the  House 
and  of  our  audience  that  there  was  no 
pay  raise  last  year.  That  means  that 
Federal  employees  would  have  re- 
ceived, if  we  adopted  the  Presidents 
suggestion,  a  1-percent  pay  raise  per 
year  over  the  last  2  years.  This  2-per- 
cent increase  ignores  the  increase  in 
health-benefit  premiums  which  will  be 
required  of  employees  this  year. 

On  average,  employee  premiums  in 
nationwide  health  plans  will  increase 
by  $225.50.  About  90  percent  of  all 
Federal  employees  belong  to  these 
types  of  plans.  Yet  if  we  consider  a  2- 
percent  raise  for  a  GS-4.  it  equals  an 
increase  of  $257.50,  yielding  an  in- 
crease in  salary  of  only  $32  for  a  12- 
month  period  after  you  subtract  the 
increased  health  premium.  For  a  GS- 
9,  a  2-percent  raise  equals  $436,  yield- 
ing a  $210  raise  over  a  4-year  period. 

Yesterday,  Mr.  Speaker,  I  offered, 
and  the  full  Committee  on  Appropria- 
tions accepted,  an  amendment  which 
would  provide  Federal  civilian  and 
military  employees  a  3-percent  compa- 
rability adjustment  for  fiscal  year 
1987.  This  amendment  is  identical  to 
that  already  adopted  by  both  Houses 
in  the  budget,  and  it  is  consistent  with 
the  authorization  bill  of  the  House 
Committee  on  Armed  Services. 

Federal  employees  have  given 
enough.  They  have  sustained  more 
than  their  fair  share  of  the  burden  of 
deficit  reduction.  Last  year  they  sur- 
rendered their  pay  raise  altogether 
and  fell  further  tiehind. 

If  we  were  to  be  fair,  this  House 
would  adopt  the  Advisory  Commis- 
sion's recommendation  of  4.2  percent— 
a  minimal  figure,  but  a  fair  one— so 
that  at  the  very  least  they  could  keep 


pace  with  this  year's  private-sector  in- 
crease. 

To  be  totally  fair,  of  course,  we 
should  restore  last  years  ECI  increase 
of  4.7  percent  as  well,  but  I  do  not 
expect  that,  and  Federal  employees  do 
not  expect  it.  We  only  ask  that  this 
House  provide  what  is  already  recom- 
mended in  the  budget,  which  is  a  3- 
percent  comparability  adjustment  for 
fiscal  year  1987.  To  do  anything  less, 
Mr.  Speaker,  is  to  shortchange  our 
Federal  workers  for  a  quick  hit  on  the 
deficit,  and  it  is  a  cheap  shot  which 
will  come  back  to  haunt  us  as  the  qual- 
ity of  the  work  force  is  jeopardized. 

Mr.  Speaker,  I  am  sure  that  all 
Members  of  this  House  in  dealing  with 
the  service  given  to  them  by  each  of 
their  staff,  and  that  every  Member  of 
this  House,  in  contemplating  the  serv- 
ice given  to  us  by  our  central  staff,  in- 
cluding the  officers  at  the  desk  in  this 
Chamber,  know  full  well  that  they 
give  freely  of  their  time,  and  that  they 
exercise  great  talent  and  judgment  in 
the  administration  of  their  duties.  To 
shortchange  them  once  again  is  un- 
conscionable and  terrible  employee 
policy. 

Let  me  now  speak  of  benefits,  an- 
other component  of  the  compensation 
of  any  employee,  and  of  Federal  em- 
ployees. 

Federal  employees,  Mr.  Speaker,  re- 
ceive their  health  coverage  under  a 
plan  called  the  Federal  Employee 
Health  Benefit  Program.  Over  396 
health  insurance  carriers  compete  for 
Federal  employee  enrollment  in  their 
plans.  The  plan  was  designed  to  be  a 
model  of  free-market  competition 
which  would  presumably  offer  em- 
ployees good  health  coverage  at  rea- 
sonable cost. 

In  1982,  due  to  a  shortfall  in  the 
funds  necessary  to  fund  the  Govern- 
ments  contribution  to  the  plan,  bene- 
fits were  cut  by  more  than  6  percent. 
However,  notwithstanding  the  cut  in 
benefits,  premiums  rose  an  average  of 
31  percent,  and  annual  deductibility 
amounts  rose  as  much  as  300  percent 
in  some  plans.  Premiums  continued  to 
surge  ahead,  rising  as  much  as  75  per- 
cent from  1982  to  1984. 

At  that  time  the  House  Committee 
on  Post  Office  and  Civil  Service  com- 
missioned a  study  by  the  Mercer  Co.  to 
compare  the  health  insurance  cover- 
age by  the  Federal  Government  with 
that  offered  by  the  private  sector  and 
by  State  governments. 

One  of  the  reasons  that  it  did  that, 
Mr.  Speaker,  was  because  we  hear  so 
often  demagogery  in  political  cam- 
paigns. Demagogery  by  this  adminis- 
tration, demagogery  in  fact  by  the  pre- 
vious administration,  that  the  pay  and 
benefits  of  Federal  employees  far  out- 
strip the  pay  and  benefits  of  the  pri- 
vate sector.  It  is  important,  therefore, 
that  we  have  this  kind  of  study  con- 
ducted. 


Mercer,  who  does  work  for  many  pri- 
vate-sector firms,  found  that  the  Fed- 
eral Employee  Health  Benefit  Plan 
was  19  percent  behind  the  average 
public-sector  plans.  In  other  words, 
not  only  were  the  Federal  employees 
not  comparable  to  the  private  sector, 
but  were  behind  States  and  munici- 
palities by  an  average  of  19  percent. 

Indeed,  Mercer  found  that  they  were 
21  percent  less  valuable  than  the  aver- 
age private-sector  plan.  So  not  only, 
Mr.  Speaker,  do  we  have  a  situation 
where  the  pay  agent  says  that  Federal 
employees  are  23.79  percent  behind 
the  private-sector  pay  for  comparable 
jobs,  but  we  also  find  that  they  are  21 
percent  behind  and  have  a  less  gener- 
ous health  benefit  plan. 

Since  then,  Hay  Associates  has  also 
found  that  the  Federal  health  plan 
lags  significantly  behind  the  private 
sector.  This  year  the  average  premium 
increase  will  total  14  percent  for  this 
plan.  As  has  already  been  discussed, 
this  will  increase  the  average  employ- 
ees  premium  by  $225.50.  Yet  we  have 
not  provided  any  substantial  increase 
in  benefits  short  of  providing  a  small 
amount,  appropriately  so,  for  drug  re- 
habilitation. The  lag  will  therefore 
continue  and  worsen  once  again.  In 
other  words,  the  pay  and  benefits  of 
Federal  employees  are  again  being  ad- 
versely affected. 

As  I  have  mentioned  in  the  past,  this 
lag  is  no  surprise  to  me.  In  fact,  I  con- 
tinue to  take  my  own  health  insurance 
t|irough  Prince  Georges  County  Board 
of  Education,  for  whom  my  wife 
works.  I  do  so  because  its  benefits  are 
significantly  better  than  the  benefits 
available  to  Federal  employees.  There- 
fore, in  effect,  Mr.  Speaker,  I  have  put 
my  money  where  my  mouth  is  today. 

Overall,  the  Hay  Associates  study 
found  that  total  Federal  compensa- 
tion, consisting  of  both  total  cash  com- 
pensation and  the  value  of  benefits- 
there  are  only  two  significant  benefits 
that  Federal  employees  have,  their 
health  benefit  and  their  retirement 
benefit— is  about  16  percent  below  the 
private  sector  as  of  March  1986.  This 
is  an  8.6-percent  increase  since  March 
1984,  when  Hay  last  reviewed  this 
data.  Again,  the  trend  •'  negative. 
Again,  the  employee  loses.  Is  it  any 
wonder  why  the  demoralization  of 
which  we  read  so  much  is  so  pervasive? 

Let  us  talk  about  Federal  retirees. 
This  year  the  Congress  resolved  a  3- 
year  battle  which  began  when  the 
Congress  restructured  the  Social  Secu- 
rity System  in  1983.  We  adopted  a  new 
retirement  system  for  Federal  retirees 
hired  since  that  time,  which  includes 
civil  servants  in  the  Social  Security 
System.  The  new  system  raises  the 
minimum  retirement  age  from  55  to 
57.  It  also  provides  that  no  cost-of- 
living  adjustment  will  be  paid  until 
age  62,  after  which  time  the  COLA  is 
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reduced  by  a  percentage  point  if  the 
CPI  is  more  than  3  percent. 

n  1610 

These  reductions  in  benefits  will 
provide  $42  million  in  savings  next 
year  and  produce  a  5-year  savings  of 
approximately  $7.2  billion.  That  is  a 
lot  of  money. 

Where  does  the  savings  come  from? 
It  comes  from  the  pocket  of  the  retir- 
ee. It  comes  from  the  pocket  of  the  re- 
tiree who  worked  probably  30  years 
for  the  Federal  Government  believing 
that  his  or  her  employer  was  going  to 
keep  its  contract  with  them,  was  going 
to  provide  the  benefits  that  they  ex- 
pected as  they  worked  those  20,  25  or 

30  years  for  their  employer. 

The  Federal  Government  contribu- 
tion for  the  current  employee  is  about 

31  percent  of  payroll.  The  new  plan, 
however,  even  with  full  employee  par- 
ticipation in  the  savings  thrift  plan 
will  only  cost  the  Government  an  esti- 
mated 22.9  percent  of  payroll. 

What  does  that  mean?  It  means  that 
the  Federal  Government  contributes  9 
percent  less  toward  the  pay  and  bene- 
fits of  Federal  employees  than  it  did 
previously.  Again,  this  is  money  out  of 
the  pocket  of  our  employees. 

So  make  no  mistake  about  it,  though 
the  reform  was  the  best  compromise 
which  could  be  reached,  it  is  another 
reduction  of  Federal  participation  in 
the  benefits  of  Federal  employees. 
There  is  no  question  that  the  Federal 
retirement  system  was,  and  I  would 
suggest  still  is,  the  most  attractive 
benefit  of  the  entire  package.  Yet  it 
was  far  from  the  gildeed  system  many 
had  made  it  out  to  be.  In  fact,  the  av- 
erage pension  after  taxes  was  $1,064  a 
month,  or  about  $12,700  a  year,  which 
definitely  does  not  provide  for  an  ex- 
travagant retirement.  It  certainly  is  no 
golden  parachute. 

Without  contribution  to  the  thrift 
plan,  the  average ,  employee  will  re- 
ceive less  than  employees  under  the 
previous  retirement  system. 

Another  point,  Mr.  Speaker,  we 
should  consider,  is  how  we  treat  those 
who  have  concluded  their  service  and 
depend  on  their  Federal  retirement 
for  their  existence.  Last  year.  Federal 
retirees  were  the  first  to  suffer  the 
cuts  of  Gramm-Rudman,  the  very 
first.  I  would  suggest  that  the  public, 
which  ultimately  will  suffer  if  the 
quality  of  Federal  workers  declines 
further,  if  the  quality  of  Federal  serv- 
ice reaches  a  point  where  we  cannot 
recruit  quality  people,  then  it  will  be 
us  as  a  people,  us  as  a  Nation  who  will 
suffer.  I  would  call  the  public's  atten- 
tion to  the  continued  reductions  of 
which  I  am  speaking  and  the  fact  that 
when  we  adopted  Gramm-Rudman 
last  year,  the  very  first  group  of 
people  that  suffered  were  the  Federal 
retirees.  Not  only  was  their  COLA 
eliminated,    but    it    was    canceled    3 


months  earlier  than  other  budget  cuts 
required  by  Gramm-Rudman. 

The  Federal  employee  continues  to 
be  an  easy  target.  The  Federal  em- 
ployee continues  to  be  an  easy  object 
of  demagoguery.  It  ought  to  stop.  It 
ought  to  stop  for  the  welfare  of  our 
Nation  and  the  quality  of  our  Govern- 
ment. 

This  Gramm-Rudman  cut  was  done 
notwithstanding  the  fact  that  Social 
Security  recipients  were  exempted. 
Notwithstanding  the  fact  that  veter- 
ans' compensation  and  pensions  were 
exempted.  Notwithstanding  the  fact 
that  unemployment  compensation  was 
exempted.  In  fact,  Mr.  Speaker,  infla- 
tion has  risen  10.1  percent  over  the 
past  3  years,  during  which  time  Social 
Security  recipients  have  maintained 
pace  with  inflation. 

Let  me  make  it  clear,  Mr.  Speaker. 
That  is  appropriate.  We  ought  not  to 
retreat  from  that  policy.  We  ought  to 
keep  people  on  a  level  at  least  even 
with  inflation. 

Federal  retirees,  however,  have  not 
been  so  lucky  and  have  only  received 
one  COLA  during  that  period,  leaving 
them  7.6  percent  behind  Social  Securi- 
ty recipients,  or  said  another  way, 
making  the  value  of  their  pensions  7.6- 
percent  less  valuable.  This  gap  wors- 
ens each  year,  because  without  a 
COLA  in  one  year,  the  baseline  for  the 
next  year's  COLA  is  lower,  further 
robbing  Federal  retirees  of  their  abili- 
ty to  keep  pace  with  inflation. 

This  year  the  President  requested 
another  freeze  on  the  COLA,  no  ad- 
justments. Wisely,  however,  this  Con- 
gress rejected  this  proposal,  and  this 
year's  budget  has  provided  for  a  full 
COLA  for  our  retirees.  This  House  has 
also  overwhelmingly  adopted  H.R. 
4060,  which  would  include  Federal  and 
military  retirees'  COLA's  in  the  list  of 
programs  exempted  from  Gramm- 
Rudman  automatic  cuts. 

However,  this  bill  has  not  yet 
become  law,  and  there  will,  of  course, 
be  a  temptation  to  again  take  an  easy 
hit  for  deficit  reductions  against  this 
vulnerable  group. 

Mr.  Speaker,  let  me  discuss  another 
item.  Holiday  furloughs.  I  cannot 
think  of  anything  that  is  more  demor- 
alizing and  petty  than  the  action 
which  the  Department  of  Agriculture 
and  the  Office  of  Personnel  Manage- 
ment attempted  to  take  this  year 
which  would  have  furloughed  employ- 
ees on  the  Federal  holidays.  This  is 
yet  another  attack  on  Federal  employ- 
ee benefits,  and  a  petty  one  at  that. 

OPM  strongly  contends  that  it 
would  be  legal  to  furlough  Federal  em- 
ployees on  holidays,  even  though  it  is 
clear  that  a  furlough  is  defined  as 
being  relieved  from  duties  without 
pay.  Since  no  duties  are  required  on 
holidays,  one  cannot  be  relieved  from 
them  without  pay. 

Correctly,  the  Comptroller  General 
disagreed  with  OPM's  interpretation 


and  blocked  the  institution  of  fur- 
loughs. Unforturrately,  the  administra- 
tion is  challenging  the  authority  of 
the  GAO  over  its  agencies  decisions. 
The  pressure  of  Gramm-Rudman  cuts 
could  lead  to  another  attempt  to  per- 
form these  furloughs. 

Let  me  try  to  perhaps  explain  just  a 
little  more  what  I  mean  by  these  -fur- 
loughs. If  one  gets  off  Christmas  in 
the  middle  of  the  week,  one  expects  to 
get  paid  for  that  day.  It  is,  in  effect,  a 
paid  holiday.  But  if,  however,  your 
employer  decides  on  that  one  day  he  is 
going  to  furlough  you,  and  therefore 
does  not  pay  you  for  that  day,  you  feel 
cheated.  The  Federal  employees, 
ladies  and  gentlemen,  feel  equally 
cheated  with  that  kind  of  proposal 
and  with  that  kind  of  treatment. 

The  Congress  has  designated  10  holi- 
days for  employees  and  provided  that 
employees  should  receive  normal  com- 
pensation for  each  one.  We  should 
ensure  that  our  policy  for  observance 
of  holidays  is  preserved,  and  block  any 
future  attempt  to  pursue  such  a  petty, 
vindictive  furlough  policy. 

Mr.  Speaker,  another  issue  which  I 
would  like  to  address  is  the  suggestion 
for  drug  testing.  The  President  has  re- 
cently come  down  with  a  proposal 
which  would  require  administrators, 
directors,  and  heads  of  agencies  to 
adopt  a  policy  to  test  employees  who 
are  in  "sensitive"  positions.  Frankly, 
Mr.  Speaker,  the  definition  of  sensi- 
tive employees  has  not  been  made 
clear,  and  apparently  there  is  much 
discretion  in  the  agency  head. 

Suffice  it  to  say,  this  is  another  deni- 
gration of  the  respect  accorded  to  Fed- 
eral employees  who  now  have  it  im- 
plied by  their  President  that  they 
somehow  need  to  be  tested  across  the 
board.  We  do  not  know  how  broad  the 
President's  proposal  is.  But  there  cer- 
tainly is  the  proposal  of  a  task  force 
sponsored  by  the  President  which  rec- 
ommends across-the-board  testing 
without  cause,  probable,  substantial  or 
de  minimis,  without  cause  testing. 

Mr.  Speaker,  I  will  have  more  to  say 
about  that  proposal  when  it  becomes 
more  clear  specifically  what  it  is.  How- 
ever, we  ought  not,  as  concerned  as  we 
are  about  the  drug  problem  confront- 
ing our  Nation,  which  is  a  serious 
problem  and  one  with  which  we  must 
deal  and  deal  with  honestly,  we  ought 
not  to  allow  it  to  lead  us  to  a  position 
where  we  diminish  and  ignore  not  only 
the  constitutional  rights  of  our  Feder- 
al employees,  but  their  rights  to  priva- 
cy and  their  rights  to  be  treated  with 
dignity  and  consideration. 

Mr.  Speaker,  I  started  this  special 
order  with  an  observation  that  a 
number  of  individuals  had  talked 
about  the  tax  bill  and  had  talked 
about  the  impact  of  the  tax  bill  on 
Federal  employees.  Again,  a  signifi- 
cant piece  of  legislation,  and  as  has 
been  historically  true,  the  Federal  em- 
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ployee  as  well  as  other  public  employ- 
ees, are  diminished  by  portions  of  that 
bill. 

D  1620 

The  issue  which  Federal  employees 
feel  now  threatens  to  further  under- 
mine their  economic  well-being,  is  the 
conference  report  on  the  tax  reform 
bill.  This  bill  would  repeal,  retroactive- 
ly: it  would  go  back  to  get  employees— 
the  3-year  recovery  rule. 

The  3-year  recovery  rule  allows  em- 
ployees who  contribute  to  their  retire- 
ment system  to  recover  that  contribu- 
tion without  further  taxation  in  the 
first  3  years  of  their  retirement. 

Now  why  does  it  do  that?  The  great 
majority  of  private  sector  employees 
do  not  contribute  to  their  retirement 
program.  There  are  approximately  5 
million  in  the  private  sector  who  do. 
There  are  another  12  million  in  State, 
county,  and  municipal  employ  who 
contribute  to  their  retirement  pro- 
grams, and  there  are  3  million  Federal 
employees  who  do  so.  Making  a  total 
of  approximately  20  million  Americans 
who  contribute  to  their  retirement 
programs. 

They  contribute  after-tax  dollars. 
That  simply  means  that  the  amount 
that  they  contribute  to  their  retire- 
ment program  has  already  been  taxed. 
As  a  result,  under  present  law.  they 
are  deemed  to  take  out  their  contribu- 
tions first  upon  their  retirement,  and 
obviously,  because  of  the  fact  that 
they  have  already  paid  taxes  on  those 
sums,  they  are  not  taxed  a  second 
time. 

Current  law  allows  these  employees 
to  receive  that  contribution  in  effect 
up  front.  Mr.  Speaker.  I  want  to  make 
it  clear  that  this  includes  the  millions 
of  State  and  local  employees  as  well. 
As  1  said,  this  is  not  just  undermining 
Federal  employees.  It  is  undermining 
State,  county,  and  municipal  employ- 
ees as  well. 

We  talk  about  this  bill  as  helping 
the  average  American.  I  suggest  to  you 
that  the  policeman  in  Chicago,  a 
public  employee  contributing  to  his 
pension  plan,  is  an  average  American. 
I  suggest  to  you  that  the  teacher  in 
Los  Angeles  contributing  to  her  retire- 
ment program  is  an  average  American. 
I  suggest  to  you  that  the  clerk  in  New 
York  is  an  average  American.  I  suggest 
to  you  indeed  that  all  of  these  20  mil- 
lion people  participating  in  contribu- 
tory pension  plans,  in  the  private 
sector  and  public  sectors,  are  average 
Americans,  and  those  average  Ameri- 
cans are  the  only  average  Americans 
or  Americans  of  any  type,  being  retro- 
actively and  adversely  affected  with 
respect  to  personal  income  taxes  in 
this  tax  conference  committee  bill. 

No  other  American  is  having  retro- 
actively an  adverse  impact  on  their 
income  taxes.  One  of  the  saddest 
things  about  this  proposal  is  that 
when  I   first  talked,  some  6  months 


ago,  to  the  staff  of  the  Ways  and 
Means  Committee  about  this  bill,  they 
thought  that  it  only  affected  Federal 
employees. 

There  are  still  members  of  the  Ways 
and  Means  Committee  who,  as  recent- 
ly as  3  days  ago,  on  this  floor,  implied 
that  it  only  affected  Federal  employ- 
ees. 

Why  do  I  make  the  point?  I  make 
that  point  because  people  feel  it  is 
easy  to  target  Federal  employees.  In 
this  case,  however,  we  are  talking 
about  20  million  average  Americans. 

I,  along  with  many  of  my  colleagues 
in  both  bodies,  have  argued  continu- 
ously to  the  conferees  that  the  3-year 
recovery  rule  should  not  be  repealed. 
Unfortunately,  not  only  has  the  con- 
ference repealed  the  rule,  as  I  said  ear- 
lier they  have  made  it  retroactive  in 
nature. 

As  proposed  by  the  conference,  any 
employee  who  retired  after  July  1. 
1986,  that  is  to  say,  2  months  ago, 
would  lose  the  3-year  recovery  of  their 
contribution. 

In  its  place,  the  employee's  contribu- 
tion would  be  spread  over  the  expect- 
ed life  of  the  annuitant.  For  example, 
if  an  employee  is  expected  to  live  15 
more  years,  he  or  she  would  only  be 
credited  with  one-fifteenth  of  his  or 
her  total  contribution  each  year. 

Mr.  Speaker.  I  cannot  begin  to  de- 
scribe the  sense  of  betrayal  that  Fed- 
eral employees  feel  about  this  retroac- 
tive provision.  The  average  Federal  re- 
tiree will  pay  an  additional  $2,154  in 
taxes  during  the  first  year  alone  as  a 
result  of  this  retroactive  provision. 

Let  me  repeat  that:  Because  we  will 
hear  on  this  floor  next  week  that  no 
average  American  is  adversely  affected 
by  this  bill.  The  average  Federal  em- 
ployee retiree  next  year  will  pay 
$2,154  more  in  taxes  because  of  this 
proposal. 

Calls  are  coming  from  police  offi- 
cers, firemen,  letter  carriers  and  scores 
of  civil  servants.  And  they  will  not 
stop:  they  will  get  much  worse  because 
people  are  only  beginning  to  realize 
what  the  conference  committee  has 
done. 

We  should  act  to  repeal,  retroactive- 
ly this  provision  which  impacts  per- 
sonal income:  is  unfair:  and  should  be 
undone. 

I  would  encourage  the  chairman  to 
act  to  restore  fairness  and  equity  to 
this  bill,  so  that  those  of  us  who  want 
so  badly  to  support  this  bill,  which  has 
some  good  provisions  in  it,  can  do  so  in 
good  conscience  without  singling  out 
those  who  have  contributed  to  their 
own  retirement.  They  are  the  people 
who  guard  our  Nation,  police  our 
streets,  implement  our  laws,  and  edu- 
cate our  children. 

Mr.  Speaker,  let  me  speak  about 
morale.  Over  the  recess,  the  Washing- 
ton Post  published  two  series  on  Fed- 
eral workers  which  I  would  commend 
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to  my  colleagues, 
general  public. 

One  series  on  U.S.  Customs  made  it 
clear  the  disillusionment  Federal 
workers  now  feel.  Agents,  who  have 
proudly  served  their  country,  now 
advise  their  children  against  joining 
the  Federal  workforce.  Carol  Mac- 
Clary,  who  heads  an  import  team  for 
Customs  in  Miami,  was  quoted  as 
saying  about  her  son: 

He's  one  of  the  brightest  kids,  in  the  top  5 
percent  in  SAT's.  I  would  never  recommend 
him  to  go  into  government.  And  the  Presi- 
dent cannot  expect  to  draw  that  type  of 
person  unless  he  raises  up  the  image  and 
stops  berating  us  in  public. 

Let  me  reiterate  that:  A  Federal  em- 
ployee talking  to  her  child,  who  she 
says  is  one  of  the  brightest,  in  the  top 
5  percent  in  SAT's,  says:  "I  would 
never  recommend  him  to  go  into  Gov- 
ernment. "  She  further  said,  the  Presi- 
dent cannot  expect  to  draw  the  type  of 
person  unless  he  raises  up  the  image 
and  stops  berating  us  in  public. 

That  admonition  is  true  for  the 
President,  the  chief  employer,  the 
head  of  the  executive  department  of 
this  Government,  and  it  ought  to  be 
true  of  each  and  every  one  of  us  as 
well. 

Robert  Van  Etten,  who  is  in  charge 
of  all  antidrug  operations  in  New  York 
for  Customs,  a  critically  important  job 
and  a  great  responsibility  described 
the  dismaying  situation  that  even 
though  his  employees  are  committed 
to  their  jobs,  there  is  a  strong  concern 
over  the  failure  of  their  wages  to 
remain  competitive.  He  said,  and  I 
quote: 

Prom  the  standpoint  as  the  basic  head  of 
household,  as  the  family  provider  and  all 
that,  they  see  adverse  impacts  on  their  own 
income.  They  have  children  they  want  to 
send  to  college.  And  now  we're  looking  at— 
we  may  get  a  4  percent  pay  increase  this 
year.  Four  percent,  after  they  take  out  1.5 
percent  for  medical  benefits  gives  you  2'/2 
percent.  Then  if  you  count  inflation,  you're 
lucky  if  you  break  even  *  *  *.  Their  problem 
is  going  to  come  down  to  this:  If  we  ever 
stop  enjoying  it.  then  the  outside  will  look  a 
lot  more  attractive. 

-     D  1630 

In  other  words,  the  reason  Mr.  Van 
Etten  is  staying  and  the  only  reason 
he  thinks  we  can  compete  in  the  job 
market  is  because  we  have  some  very 
interesting,  very  exciting  jobs  to  be 
performed.  But  that  will  not  last,  Mr. 
Speaker.  We  are  treading  on  danger- 
ous ground  as  it  relates  to  the  quality 
of  America's  work  force. 

Mr.  Speaker,  it  is  clear  that  Mr.  Van 
Etten  is  an  optimistic  person.  He  be- 
lieves that  he  and  his  coworkers  will 
see  a  4-percent  raise  this  year.  That, 
unfortunately,  is  not  going  to  happen. 
In  reality  even  with  approval  of  my 
amendment  providing  a  3-percent  civil 
comparability  adjustment,  he  will  not 
keep  pace  with  inflation,  and  he  will 
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not  keep  pace  with  the  private  sector 
increase  in  this  area. 

In  the  second  Washington  Post 
scries  on  the  careers  of  various  Feder- 
al employees,  an  elite  Presidential 
intern,  Michele  Zuckerman,  described 
how  most  of  her  friends  work  in  the 
private  sector  and  that  she  has  noticed 
few  young  people  pursuing  a  career  in 
the  civil  service.  She  said,  "I  don't 
think  people  see  that  as  a  career  path. 
You  don't  hear  folks  say.  Why  don't 
you  go  off  and  work  for  the  Govern- 
ment?' " 

This  is  indicative  of  a  much  larger 
problem.  Federal  workers  are  disillu- 
sioned and  demoralized,  and  a  2-per- 
cent comparability  increase  and  the 
other  negative  trends  we  have  dis- 
cussed here  today  offend  workers  be- 
cause it  implies  that  they  are  not 
worth  as  much  as  private  sector  work- 
ers and  that  they  are  not  really  appre- 
ciated. 

Let  me  say  at  this  point.  Mr.  Speak- 
er, as  you  know.  I  represent  63.000 
Federal  employees,  but  1  do  not  delude 
myself  nor  do  they:  the  most  impor- 
tant sector  in  this  Nation  is  the  pri- 
vate sector.  What  has  made  this  coun- 
try great  is  private  enterprise.  What 
provides  most  of  our  jobs  is  private  en- 
terprise. But  it  follows  like  night  fol- 
lows day  that  we  must  have  an  effec- 
tive Government  work  force  if  our  pri- 
vate sector  is  to  be  able  to  operate  ef- 
fectively as  well. 

Mr.  Speaker,  this  failure  to  recog- 
nize pay  and  benefits  also  fails  to  rec- 
ognize that  Federal  workers  have  al- 
ready contributed  their  share  toward 
deficit  reduction.  As  a  result  of  re- 
duced pay.  Federal  workers— and  I 
would  like  you  to  make  sure  you  get 
this  figure— Federal  workers  have  con- 
tributed over  $31  billion  that  they 
would  have  otherwise  received  over 
the  past  10  years,  to  deficit  reduction. 
What  do  I  mean  that  they  would  have 
otherwise  received?  If  their  employer 
had  not  changed  the  rules,  if  their  em- 
ployer had  not  failed  to  meet  the  con- 
tract, if  their  employer  had  not  said, 
"I  am  going  to  take  it  out  of  your 
pocket  rather  than  somebody  else's 
pocket. "  they  would  have  received  in 
pay  and  benefits  over  the  last  10  years 
an  extra  $31  billion,  which  would  have 
been  consistent  with  their  understand- 
ing of  what  their  pay  and  benefits 
were  supposed  to  be  under  their  con- 
tract. Perhaps  not  a  legal  contract  but 
certainly  a  moral  contract  that  this 
Government,  this  employer  should 
keep. 

I  would  like  to  insert  for  the  Record 
a  chart  prepared  by  the  Congressional 
Research  Service  which  compares  the 
average  increase  in  pay  between  the 
private  sector  and  the  Federal  Govern- 
ment to  show  the  gap  which  has  been 
reinforced  year  after  year. 
The  chart  referred  to  is  as  follows: 
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When  this  demoralization  causes  our 
employees,  experienced  and  talented 
individuals,  to  leave  Federal  service, 
we  will  face  the  other  horn  of  this  di- 
lemma in  that  we  will  be  unable  to  re- 
cruit talented  young  people  to  fill 
these  jobs. 

At  NASA,  just  for  example,  the 
starting  salary  for  an  engineer  runs 
$7,000  behind  the  private  sector.  For 
one  job,  a  critical  position,  there  is  a 
$7,000  disparity. 

Is  it  any  wonder  that  we  will  find 
ourselves  and  do  find  ourselves  com- 
petitively disadvantaged?  Is  it  any 
wonder  that  the  best  and  brightest  in 
our  Nation  will  be  unavailable  for 
public  service? 

This  vicious  cycle,  Mr.  Speaker,  must 
end.  Let  us  provide  a  pay  raise  as  we 
have  budgeted  for.  let  us  treat  our  em- 
ployees with  the  fairness  and  equity 
that  they  deserve. 

To  close.  Mr.  Speaker,  I  would  like 
to  stress  a  point  which  should  be  clear 
to  both  the  President  and  every 
Member  of  the  House.  I  agree  with  the 
President  that  we  should  adopt  the 
strengths  of  the  private  sector  and  in- 
corporate them  into  our  own  employ- 
ment policies. 

One  of  the  leading  innovations  of 
the  private  sector  in  recent  years  is 
the  pursuit  of  better  employee-em- 
ployer managerial  relations  while  cut- 
ting costs. 

This  year  as  in  the  past  this  adminis- 
tration has  not  pursued  such  a  policy 
but  has.  instead,  continued  the  adver- 
sarial position  which  is  usually  re- 
served for  caimpaign  rhetoric. 

The  President's  budget  requested  a 
3-percent  raise  which  was,  as  I  have 
said  previously,  in  reality  a  1-percent 
raise. 

Further,  the  President  proposed  no 
cost  of  living  for  retirees,  raising  their 
retirement  age,  changing  the  annuity 
calculation  from  the  highest  3  to  the 
highest  5  years,  capping  the  Federal 
contribution  to  Federal  employees 
health  benefit  plans  and  substituting 
student  survivor  benefits.  In  every  in- 
stance cutting  back  on  the  pay  and 
benefits  that  we  give  to  those  that  we 
ask  to  carry  out  the  policies  of  this 
Government  and  this  people. 


Year  after  year  these  assaults  have 
continued.  This  is  not  the  way,  Mr. 
Speaker.  Mr.  President,  to  build  posi- 
tive management-employee  relation- 
ships. It  is  not  a  cooperative  approach 
but,  rather,  one  which  seeks  to  rob 
employees'  benefits  and  rights.  It 
seeks  to  take,  not  to  trade  or  to  negoti- 
ate. 

Recently  in  Charlottesville  a  meet- 
ing of  29  Federal  senior  executives 
gathered  with  the  Brookings  Institu- 
tion for  a  seminar  on  executive  leader- 
ship. I  want  to  repeat  some  of  their 
comments  which.  I  believe,  describe 
the  seriousness  of  the  problem  that 
this  adversarial  approach  created. 
They  said,  and  I  quote.  "I  believe  we 
have  destroyed  the  purpose  of  working 
in  Government."  Another  said,  "I 
think  the  greatest  thing  we  have  lost 
is  not  pay  or  pension  benefits  for  the 
future.  What  we  are  being  robbed  of  is 
a  sense  of  purpose." 

Another  said,  "I  worry  about  the 
future  and  what  this  work  force  will 
become. " 

Last,  one  said,  "I  think  Ronald  Rea- 
gan's lasting  contribution  to  Govern- 
ment in  the  next  decade  or  so  will  be 
that  he  completely  illegitimized  Gov- 
ernment service.  Whatever  the  Kenne- 
dy administration  did  to  make  Govern- 
ment attractive  to  people  of  talent  has 
been  absolutely  undone  and  reversed. 
What?  Your  kid  is  working  for  the 
Federal  Government?  What  is  the 
matter  with  him?" 

These  comments  of  29  f'ederal 
senior  executives,  leaders  of  our  Gov- 
ernment, describe  a  work  force  tired  of 
abuse  and  apprehensive  of  the  future. 
I  would  urge  the  President  and  all  my 
colleagues  to  work  together  to  reverse 
this  dangerous  trend.  We  should  work 
to  create  an  environment  in  the  Feder- 
al work  force  where  it  would  be  incon- 
ceivable for  us  to  hear  these  com- 
ments. We  must  restore  a  sense  of  pur- 
pose and  we  can  begin  by  restoring  a 
sense  of  fairness. 

That  is  all  these  employees  are 
asking  for.  They  should  not  expect 
anything  less,  nor  should  we  provide 
anything  less. 

Mr.  FAZIO.  Mr.  Speaker,  I  would  like  to 
thank  my  esteemed  colleague  from  Maryland. 
Congressman  Steny  Hover,  lor  inviting  me  to 
participate  in  this  special  order.  Congressman 
Hover  has  been  a  true  champion  of  the  Fed- 
eral work  force.  He  has  been  a  leader  on  leg- 
islation which  promotes  and  supports  our  ex- 
cellent civil  servants  and  those  who  have  re- 
tired from  Government  service. 

I  applaud  the  efforts  of  my  colleague  be- 
cause it  is  absolutely  essential  that  those  of 
us  who  believe  in  a  top-notch,  productive,  en- 
ergized and  dedicated  work  force  speak  out 
on  behalf  of  our  employees.  For  far  too  long 
we  have  t>een  deluged  with  anti-Government. 
anti-Government-worker  rhetonc.  The  public 
needs  to  know  the  truth. 

The  Washington  Post  just  ran  an  excellent 
series  of  articles  on  what  it  is  like  to  t)e  a  Fed- 
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eral  employee  today.  These  articles  really 
brought  to  lite  the  human  toll  resulting  from 
years  of  "Government  bashing." 

As  one  who  works  closely  with  individuals 
who  are  employed  by  the  Government,  I  could 
readily  relate  to  the  frustrations  expressed  by 
all  who  were  interviewed,  when  they  said: 
"We  are  constantly  being  asked  to  do  more 
with  less."  and  "You  don't  have  any  respect 
from  your  neighbors,  and  there  can  be  no 
sense  of  pride  in  the  work,  its  overwhelming 
*  *  *  I  take  strong  exception  to  people  saying 
we  don't  work  hard  when  I'm  working  as  hard 
as  I  can."  And  'It's  very  frustrating  for  me  to 
hear  people  come  in  the  office  and  berate 
what  we're  doing  That  hurls  me  personally. 
I'd  like  to  say  it  doesn't,  but  it  does  " 

Our  greatest  resources— the  people  who 
have  devoted  their  lives  to  serving  our 
Nation— are  bearing  the  brunt  of  the  anti-Gov- 
ernment sentiment  which  is  all  too  prevalent 
throughout  the  country. 

It  seems  that  every  week  there  is  a  new  as- 
sault on  workers.  After  advocating  a  pay  cut  in 
fiscal  year  1 986  and  eventually  acquiescing  to 
a  pay  freeze.  President  Reagan  just  an- 
nounced in  the  last  week  of  August  a  2-per- 
cent pay  raise  despite  Federal  pay  data  that 
shows  civil  service  pay  lags  about  24  percent 
behind  the  private  sector  in  comparable  jobs. 
Further,  the  administration  continues  to  advo- 
cate COLA  freezes,  increased  contracting  out. 
reduced  health  care,  additional  furloughs  and 
layoffs,  and  mandatory  drug  testing  for  all.  To 
add  insult  to  injury,  the  Joint  House  Ways  and 
Means  and  Senate  Finance  Conference  Com- 
mittee on  the  Tax  Reform  bill  just  came  out 
with  an  agreement  to  make  the  elimination  of 
the  3-year  rule,  the  tax  free  annuity  period, 
retroactive  to  July  1 ,  1 986.  Further,  that  same 
committee  gutted  the  benefits  from  the  lump- 
sum payment  provision  in  the  recently  en- 
acted civil  service  retirement  legislation. 

As  a  member  of  the  House  Budget  Commit- 
tee and  the  House  Appropriations  Committee, 
and  as  cochair  of  the  Federal  Government 
services  task  force,  a  pro-Federal  employee 
congressional  caucus.  I.  along  with  my  col- 
leagues Steny  Hoyer.  Bill  Ford.  Mary 
Rose     Dakar,     Barbara     Mikulski.     Pat 

SCHROEDER,  MiKE  LOWRY,  MiKE  BARNES,  and 

many  others  have  fought  against  all  efforts  of 
either  officials  in  the  administration  or  Mem- 
bers of  Congress  that  are  harmful  to  the  long- 
term  well-being  of  our  Federal  work  force.  The 
ill-conceived  and  ill-advised  efforts  to  erode 
pay,  benefits,  confidence  and  image  of  our 
employees  is  taking  an  enormous  toll.  We  are 
experiencing  an  unprecedented  exodus  of  top- 
notch  people  and  we  are  failing  to  attract  the 
numbers  of  new  talent  that  is  needed. 

We  must  turn  this  around.  Of  course,  the 
effort  to  do  so  must  start  from  the  top.  But  a 
series  like  the  one  that  appeared  in  the  Post 
and  special  orders  like  this  one  are  a  good 
way  to  show  the  flip-side  of  all  the  anti-Gov- 
ernment rhetoric. 

Again,  I  thank  my  colleague  Congressman 
Hoyer  for  his  efforts  tonight  I  look  fomvard  to 
continuing  our  long-term  work  on  behalf  of 
Federal  employees  and  retirees,  including  our 
efforts  to  change  the  tax  reform  bill's  treat- 
ment of  annuities  and  lump-sum  payments,  in- 
creasing this  year's  pay  raise  and  ensuring  a 
COLA  in  fiscal  year  1987  for  retirees. 


Mr.  FORD  of  Michigan.  Mr.  Speaker,  there 
IS.  to  be  sure,  much  ment  in  the  Tax  Reform 
Act.  Many  of  the  changes  embodied  in  it  have 
long  been  needed  to  make  the  Tax  Code 
more  equitable  and  more  palatable. 

There  is  one  part  of  this  bill,  however,  that 
IS  extremely  unfair  and  which,  in  my  opinion, 
detracts  from  the  rest  of  the  bill  This  is  the 
portion  of  the  bill  that  would  require  Federal 
employees  to  pay  tax  when  they  withdraw 
their  contributions  to  pension  funds.  It  is, 
plainly,  a  tax  on  money  that  has  already  been 
taxed.  Could  anything  be  more  unfair? 

I  want  to  make  sure  that  everyone  in  this 
body  fully  understands  what  we  are  attempt- 
ing to  do  here.  We  are  proposing  repeal  of 
what  IS  known  as  the  3-year  basis  recovery 
rule  for  qualified  pension  plans  requiring  em- 
ployee contributions.  Employees  pay  tax  on 
this  money  before  it  goes  into  the  fund.  So 
what  we  are  doing  here  is  asking  them  to  pay 
tax  on  it  again  when  they  take  it  out. 

Where  is  the  equity? 

If  we  can  do  this,  what  then  is  to  prevent  us 
from  passing  a  law  to  tax  withdrawals  from 
savings  at  the  corner  bank?  I  see  absolutely 
no  difference. 

This  double  taxation  is  bad  enough.  But 
now  we  want  to  make  it  retroactive  to  July  1 
of  this  year  This  would  be  a  terrible  disservice 
to  those  who  retired  after  July  1 .  and  to  those 
who  were  persuaded  by  supervisors  to  stay 
after  that  date  because  their  services  were 
needed. 

To  those  people  we  are  now  saying,  "to 
show  our  appreciation  to  your  devotion  and 
dedication  we  are  now  going  to  double-tax 
your  contnbutions  to  the  pension  fund  " 

There  is  a  misconception  in  this  body  that 
this  provision  would  only  affect  Federal  em- 
ployees. This  is  not  the  case.  In  addition  to 
the  2.8  million  Federal  employees  and  postal 
workers,  this  bill  will  deal  a  cruel  blow  to 
almost  12  million  State  and  local  workers 
across  the  Nation. 

A  1978  report  by  the  Committee  on  Educa- 
tion and  Labor  showed  that  85  percent  of  em- 
ployees covered  by  State  and  local  pension 
plans  are  required  to  make  contributions— all 
the  way  up  to  9  percent. 

What  this  means  is  that  we  are  not  just  talk- 
ing about  Federal  workers  who  get  kicked 
around  every  time  we  want  to  cut  the  size  of 
the  Federal  budget.  We  are  also,  in  this  case, 
kicking  around  teachers,  nurses,  firemen,  po- 
licemen, and  all  those  other  people  who  work 
for  our  cities  and  States. 

Just  by  way  of  example,  a  60-year-old  Ohio 
public  employee  would  have  to  pay  $1,300 
more  in  taxes  during  the  first  2  years  of  retire- 
ment under  this  bill. 

If  we  pass  this  provision  we  are  going  to 
have  a  lot  of  unhappy  workers— State  and 
local  as  well  as  Federal— to  answer  to. 

I  think  their  anger  will  be  justified.  And  I 
don't  want  to  be  the  one  who  has  to  face  their 
wrath. 

Mr.  BIAGGI.  Mr.  Speaker,  I  want  to  express 
my  strong  opposition  to  a  particular  provision 
of  the  tax  reform  conference  agreement, 
which  would  retroactively  eliminate  the  3-year 
basis  recovery  rule  that  allows  public  servants 
to  recover  their  contributions  to  a  mandatory 
participation  plan. 


It  is  disturbing  to  me  that  while  many  of  the 
changes  in  the  tax  reform  package— like  the 
consumer  interest  deduction— would  be 
phased  in  over  a  period  of  time,  elimination  of 
the  3-year  basis  recovery  rule  would  occur  ret- 
roactively to  July  1,  1986.  Simply  put,  we  are 
changing  the  rules  in  midgame  and  not  allow- 
ing anyone  who  had  developed  a  game  plan 
based  on  the  old  rules  to  stop  playing. 

For  many  years,  some  20  million  Americans 
have  made  financial  plans  under  the  fair  as- 
sumption that  they  would  be  able  to  recover 
their  mandatory  retirement  contributions 
during  the  first  3  years  after  retirement.  After 
all,  that  was  the  rule  when  they  decided  to 
become  a  public  servant.  But  now,  those 
same  people  are  being  told  to  forget  those 
plans  because  Congress  has  decided  to 
change  the  rules  and  nobody  can  escape  this 
penalty,  no  matter  how  much  financial  hard- 
ship it  may  cause. 

This  new  law  will  penalize  public  servants  in 
amounts  ranging  from  $5,000  to  $30,000.  That 
is  a  very  sizable  loss.  For  some,  it  may  mean 
not  being  able  to  pay  for  a  child's  college  tui- 
tion; for  others,  it  may  mean  having  to  extend 
their  current  employment  or  to  find  new  work 
just  to  make  ends  meet.  Either  way,  it's 
wrong. 

Our  Nation's  public  servants  did  not  expect 
to  get  rich  when  they  decided  to  become 
police  officers,  firefighters,  teachers,  or  gov- 
ernment workers.  However,  neither  did  they 
expect  to  be  treated  so  shabbily  when  they 
neared  the  end  of  their  many  years  of  devot- 
ed public  service. 

Mr.  Speaker,  I  do  not  agree  with  the  elimi- 
nation of  the  3-year  basis  recovery  rule,  in 
principle.  Yet,  I  am  especially  concerned  that 
we  would  apply  that  change  on  a  retroactive 
basis.  At  least,  let's  give  those  who  cannot 
afford  this  severe  penalty  the  opportunity  to 
avoid  it,  if  they  are  in  a  position  to  do  so.  That 
is  the  fair  and  responsible  course  of  action 
and  the  one  I  will  work  toward  implementing. 

Frankly,  this  single  provision  makes  my  de- 
cision on  the  entire  tax  reform  package  a  very 
difficult  one.  I  know  I  am  not  the  only  one  bur- 
dened with  this  dilemma.  A  number  of  my  col- 
leagues have  publicly  stated  similar  concerns 
and  the  estimated  20  million  Americans 
harmed  by  this  provision  are  not  sitting  quietly 
on  the  sidelines.  I  have  received  hundreds  of 
letters,  visits  and  phone  calls  from  constitu- 
ents urging  me  in  the  strongest  possible  terms 
to  oppose  this  retroactive  repeal  of  the  3-year 
basis  recovery  rule— and  the  pressure  is  inten- 
sifying. In  fact,  just  this  week,  countless  mem- 
bers of  the  Fraternal  Order  of  Police,  our  Na- 
tion's largest  law  enforcement  organization, 
have  been  walking  the  Halls  of  Congress 
urging  Members  to  oppose  this  provision. 

As  representatives  of  the  people,  it  is  diffi- 
cult to  ignore  such  a  loud  and  understandable 
public  outcry.  I  am  hopeful  that  we  will  have 
an  opportunity  to  delegate  this  harmful  provi- 
sion from  the  tax  reform  package. 

Mr.  HALL  of  Ohio.  Mr.  Speaker,  I  commend 
my  colleague,  the  gentleman  from  Maryland 
[Mr.  Hoyer]  for  organizing  this  special  order 
to  draw  attention  to  the  problems  facing  our 
Federal  civil  servants. 

Perhaps  during  no  time  in  the  history  of  our 
Nation  has  the  service  in  our  Federal  Govern- 
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ment  been  so  demoralized.  Once  men  and 
women  aspired  to  Federal  service  as  the  high- 
est calling.  Today,  there  is  broad  dissatisfac- 
tion among  Federal  workers,  and  fewer  young 
people  seek  out  the  Federal  Government  as 
an  employer. 

Who  can  blame  them?  Irresponsible  office- 
seekers  campaign  on  a  platform  that  "Gov- 
ernment is  the  enemy."  To  a  patriotic  Ameri- 
can who  has  spent  a  lifetime  in  Federal  serv- 
ice, that  surely  must  sting. 

Perhaps  even  worse.  Congress  has  regular- 
ly picked  away  at  the  package  of  pay  and 
benefits  for  Federal  employees,  with  results 
that  often  produce  little  in  the  way  of  saving 
money;  but  collectively,  destroying  the  reliabil- 
ity of  the  Government  as  an  employer. 

Never  has  this  been  clearer  than  with  a  pro- 
vision in  the  tax  reform  package  which  would 
levy  a  retroactive  tax  penalty  against  retire- 
ment-eligible Federal  employees. 

The  tax  reform  package  contains  a  provi- 
sion which  eliminates  the  3-year  basis  recov- 
ery rule,  which  affects  about  20  million  work- 
ers who  make  contributions  to  their  pension 
plans  with  after-tax  dollars. 

The  rule  gives  workers  3  years  immediately 
after  they  retire  to  "recover"  the  contributions 
they  made  into  the  system  and  on  which  they 
have  already  paid  taxes.  In  effect,  this  gives 
the  retired  workers  a  tax-free  period  on  their 
pensions,  because  they  have  already  paid  the 
taxes. 

Those  affected  include  most  Federal,  State, 
and  local  government  workers,  including 
teachers,  policemen,  and  firefighters,  plus 
some  private  sector  employees. 

However,  Federal  civil  servants  and  postal 
workers  are  most  affected  because  of  the 
high  percentage  of  their  salaries  which  they 
contribute  to  their  pension  plan. 

I  oppose  the  original  House  version  of  the 
tax  reform  bill  for  reasons  which  included  the 
provision  which  eliminated  the  3-year  rule.  I 
believe  that  the  3-year  rule  provides  an  appro- 
priate way  for  workers  to  recover  the  pension 
contributions  on  which  they  have  already  paid 
taxes.  Moreover,  many  workers  have  made  in- 
vestment decisions  based  on  the  tax-free 
period  following  retirement.  It  would  be  a 
breach  of  faith  for  the  Government  to  change 
the  rules  so  suddenly  for  employees  Finally, 
Congress  has  a  special  obligation  to  protect 
the  interests  of  the  Federal  workers  who  carry 
out  the  laws  and  programs  which  are  mandat- 
ed by  Congress. 

The  penalty  which  is  created  by  the  elimina- 
tion of  the  3-year  rule  can  result  in  a  signifi- 
cant tax  increase  for  many  who  are  affected. 
According  to  figures  provided  by  the  Congres- 
sional Research  Service  [CRS]  of  the  Library 
of  Congress,  a  retired  employee  earning  aver- 
age wages  and  who  has  no  income  other  than 
a  pension  would  be  socked  with  an  extra 
$1,200  in  taxes  during  1987  if  he  retires  under 
the  new  provision. 

However,  higher  income  workers  and  those 
who  have  planned  investment  strategies  call- 
ing for  selling  assets  during  their  tax-free 
period  would  be  even  harder  hit.  According  to 
CRS,  a  high  wage  earner  who  retires  from 
Government  service  who  has  an  additional 
$20,000  income  in  assets  would  face  an 
$8,500  tax  Increase  in  that  1  year. 


As  a  member  of  the  Rules  Committee,  I 
was  unsuccessful  in  obtaining  a  rule  which 
would  permit  an  amendment  to  keep  the  3- 
year  rule.  I  believe  that  if  the  House  was  of- 
fered a  straight  vote  on  the  3-year  rule,  it 
would  not  make  the  change. 

The  original  House  bill  would  affect  workers 
who  retire  on  or  after  July  1 ,  1 986.  As  consid- 
eration of  tax  reform  dragged  on  in  the 
Senate  and  approached  that  date,  the  possi- 
bility developed  that  Congress  would  end  up 
enacting  the  July  1  date  retroactively  if  it  gave 
final  approval  to  the  bill  after  that  date. 

To  prevent  this  possibility,  I,  along  with  my 
colleagues  Ms.  Oakar  and  Mr.  Wolf,  intro- 
duced a  resolution  expressing  the  sense  of 
the  House  that  no  change  in  the  3-year  rule 
should  take  effect  retroactively.  To  date,  95 
House  members  have  cosponsored  the  reso- 
lution. 

Retroactive  tax  penalties  affecting  individual 
income  are  extraordinarily  rare.  Moreover, 
press  accounts  widely  reported  that  House- 
Senate  conferees  would  pick  a  prospective  ef- 
fective date,  or  adopt  the  Senate  version, 
which  phased  in  the  effective  date  beginning 
January  1,  1988. 

The  Washington  Post  reported  on  May  13, 
1986,  that  a  retroactive  date  would  be  "unlike- 
ly" 

The  Los  Angeles  Times  reported  on  June  4, 
1986: 

Officials  do  not  expect  the  tax  rule  ...  to 
become  effective  retroactively. 

The  Atlanta  Journal  &  Constitution  reported 
on  June  22,  1986: 

Capitol  Hill  insiders  believe  that  the  tax 
bill  that  emerges  from  Congress  will  delay 
from  July  1  until  at  least  1988  the  repeal 
date  for  the  pension  measure. 

Most  interesting  is  an  article  from  June  30, 
1986,  in  the  Weekly  Federal  Employees' 
News  Digest: 

Key  members  of  the  House  Ways  and 
Means  Committee  have  quietly  passed  the 
word  to  government  union  leaders  that  the 
House  will  yield  in  conference  on  its  July  1 
provisions  for  repeal  of  the  three-year  re- 
cover period  in  federal  and  postal  retire- 
ment .  .  .  House  committee  members  indi- 
cated that  the  House  is  ready  to  compro- 
mise on  the  issue  and  the  effective  date  of 
the  repeal  won't  be  until  at  least  sometime 
in  1987. 

Despite  these  assurances,  many  Govern- 
ment workers  had  too  much  money  at  stake, 
and  they  didn't  want  to  take  the  chance  that 
Congress  might  actually  put  in  the  retroactive 
date.  Those  who  had  no  faith  in  the  Govern- 
ment and  who  put  personal  finances. ahead  of 
Government  service  retired  to  beat  the  July  1 
deadline. 

It  turns  out  they  were  the  smart  ones. 

Almost  unbelievably,  the  agreement 
reached  between  House  and  Senate  negotia- 
tors included  the  retroactive  tax  penalty.  This, 
despite  the  prospective  date  in  the  Senate 
version.  This,  despite  the  strong  support  in  the 
House  against  a  retroactive  date.  This,  despite 
the  overwhelming  precedent  for  tax  penalties 
which  affect  individual  income  to  be  effective 
prospectively.  This  despite  the  fact  that  no 
other  provision  in  the  bill  affecting  Individual 
income  is  retroactive. 

Why? 


Why  have  Government  employees  been 
singled  out  for  this  shocking  and  grossly  unfair 
treatment? 

It  isn't  to  raise  revenues.  In  a  letter  of 
March  27,  1986,  from  Treasury  Secretary 
James  A.  Baker  III  to  Representative  Steny 
H.  Hover,  Baker  writes: 

It  is  true  that  the  proposal  is  unlikely  to 
be  a  revenue-gainer  over  the  long  run.  Even 
though  the  proposal  is  estimated  to  increase 
Federal  recejpls  by  $7.5  billion  over  the 
1986-1990  period,  over  the  long  run  the  pro- 
posal would  be  closer  to  revenue  neutral. 
The  reason  for  proposing  repeal  of  the  3- 
year  basis  recovery  rule  is  not  to  gain  reve- 
nue. 

According  to  a  Ways  and  Means  Committee 
estimate,  Federal  receipts  would  increase  by 
$1.8  billion  by  setting  the  effective  date  at  July 
1,  1986,  instead  of  January  1,  1987.  However, 
this  is  only  a  short-term  windfall,  and  cannot 
be  considered  a  true  revenue  raising  measure. 

A  $1.8  billion  temporary  windfall  is  not  worth 
trashing  the  integrity  of  the  Federal  Govern- 
ment as  an  employer. 

Some  have  suggested  that  the  retroactive 
effective  date  is  necessary  in  order  to  block  a 
mass  exodus  of  Government  workers  who 
would  suddently  retire  if  given  another  oppor- 
tunity to  retire  under  the  old  tax  treatment. 
Again,  I  quote  Secretary  Baker's  letter,  who 
didn't  think  this  would  be  much  of  a  problem: 

Projections  of  the  number  of  optional  re- 
tirements induced  by  repeal  of  the  3-year 
basis  recovery  rule  made  by  some  of  those 
objecting  to  its  repeal  are  likely  to  be  over- 
stated. Federal  employees  who  expect  a 
rising  stream  of  taxable  income  over  their 
retirement— such  as  those  who  do  not 
expect  to  begin  receiving  social  security  ben- 
efits until  a  few  years  after  retirement— will 
actually  benefit  from  repeal  of  the  3-year 
basis  recover  rule  and  therefore  should  not 
retire  in  order  to  t)eat  the  effective  dale.  In 
addition,  those  with  modest  retirement 
income  will  be  less  affected  by  the  provi- 
sion's repeal  and  therefore  are  less  likely  to 
retire  because  of  this  change.  Finally,  be- 
cause retirement  tienefits  are  based  on  the 
number  of  years  of  service  as  well  as  the 
years  of  highest  pay.  the  t>enefit  to  employ- 
ees of  working  longer  will  in  many  cases 
offset  the  short-term  benefit  of  retiring 
before  the  repeal  of  the  3-year  rule. 

If  the  purpose  of  eliminating  the  3-year  rule 
is  not  to  raise  revenues,  why  is  it  being  pro- 
posed? Once  more,  I  defer  to  Secretary  Baker 
in  a  March  27,  1986,  letter  to  Senator  Paul  S. 
Trible: 

Repeal  of  the  3-year  basis  recovery  rule  is 
part  of  an  entire  package  of  retirement  pro- 
posals meant  to  make  retirement  tax  policy 
more  consistent  and  equitable  for  taxpay- 
ers. 

In  other  words.  Congress  is  poised  to  enact 
one  of  the  most  patently  inequitable  tax  penal- 
ties in  a  rare  retroactive  move— all  this,  in  the 
name  of  consistency  and  equity. 

Once  again.  I  ask  why? 

Though  the  reasons  are  unclear,  the  effect 
is  not.  It  will  destroy  the  trust  that  exists  be- 
tween the  Government  as  an  employer,  and 
further  erode  the  moral  of  Government  work- 
ers which  is  already  at  rock  tjottom  levels. 
The  main  winners  are  those  who  favor  the  dis- 
mantling of  the  Federal  Government  because 
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It  will  surely  discourage  capable  workers  from 
the  Federal  service 

Moreover,  by  enacting  the  retroactive  tax 
penalty,  we  are  rewarding  the  ones  who  de- 
serted the  Government  to  get  out  under  the 
old  tax  laws  The  ones  who  had  faith  and  who 
stuck  to  their  jobs  get  slapped  with  a  hefty  tax 
penalty  for  their  loyalty 

Finally,  the  use  of  the  Tax  Code  to  single 
out  groups  of  people  for  treatment  which  is  so 
obviously  unfair  could  very  well  undermine  the 
faith  in  the  tax  system  Such  is  the  result  of 
what  appears  to  be  nothing  more  than  a 
shameless  slap  at  Government  workers 

Don't  think  for  a  moment  this  law  will  go  un- 
noticed by  Federal  employees  and  young 
people  considenng  the  Federal  service.  A 
sample  of  my  constituent  mall  follows: 

I  have  been  an  employee  of  the  Federal 
Government  for  over  35  years.  My  retire- 
ment plans  have  been  based  on  the  rules 
that  have  existed  for  virtually  my  entire 
career.  Now  I  find  that  the  rules  are  being 
changed.  Not  only  that,  they  are  being 
changed  retroactively.  The  change  in  the 
law  on  how  Federal  retirees  pay  taxes  is 
cruel,  unfair  and  unethical. 

During  my  35  year  career.  I  trusted  my 
employer,  the  United  States  Government.  I 
had  faith  that  I  would  be  treated  fairly.  But 
now.  at  the  end  of  my  career,  the  rules  are 
being  changed.  All  of  the  plans  I  have  made 
for  retirement  are  worthless. 

After  years  of  loyal,  dedicated  service  my 
employer  demonstrates  appreciation  by 
changing  the  rules.  I  am  frustrated,  bitter 
and  angry  and  there  is  nothing  I  can  do 
about  It.  Must  I  spend  my  retirement  years 
regretting  my  entire  career  with  the  United 
States  Government? 

Another  letter: 

In  passing  the  bill.  Congress  would  deny 
informed  choices  to  scores  of  potential  retir- 
ees. If  the  judicial  branch  operated  with  the 
same  reckless  abandon  as  the  legislative,  the 
citizenry  would  live  in  mortal  fear  of  com- 
mitting a  retroactive  felony.  Fortunately, 
certain  safeguards  exist  which  prevent  such 
occurrences.  Yet.  the  Congress  can  seem  to 
expect  clairvoyance  on  the  part  of  govern- 
ment employees  who  are  considering  retire- 
ment. 

And  another: 

If  this  is  allowed  to  become  law.  it  will 
definitely  have  the  following  effects: 

1.  Completely  demoralize  the  federal  work 
force  to  the  extent  they  will  encourage 
people  not  to  work  for  the  government. 

2.  Compound  the  current  problem  of 
l)eing  able  to  retain  qualified  people. 

3.  Make  it  impossible  fo  fill  current  posi- 
tions, especially  in  the  scientific  and  techni- 
cal areas. 

The  above  effects  will  result  in  such 
future  problems  as  $6,000  toilet  seats  in- 
stead of  the  purported  $600  ones  of  recent 
vintage.  Cost  overruns,  poorly  designed  air- 
craft systems,  lost  expertise  to  maintain  our 
sophisticated  systems  and  resulting  erosion 
of  our  total  defense  posture  are  but  a  few  of 
the  things  that  will  result  from  this  penny- 
wise  and  pound-foolish  philosphy. 

Another: 

I  am  retiring  effective  1  Sept  86  after 
more  than  37  terms  of  Federal  service.  35  of 
these  years  with  the  Air  Force  at  the  Aero- 
nautical Systems  Division  at  Wright-Patter 
son  AFB.  Needless  to  say.  I  could  have  and 
would  have  retired  on  30  Jun  86  had  I 
known  then  what  I  know  now.  At  that  time. 


I  never  thought  that  Congress  would  do 
what  they  apparently  plan  to  do.  I  obviously 
had  more  faith  in  their  integrity  and  sense 
of  fair  play  than  recent  events  appear  to 
justify.  My  reasons  for  retiring  [later]  were 
in  part,  job  related;  i.e.,  to  complete  an  as- 
signment made  this  past  spring.  Without 
getting  into  details.  I  have  been  acting  as 
item  captain  in  the  source  selection  of  a 
major  weapon  system  which  has  Congres- 
sional visibility. 

One  more: 

I  was  eligible  to  retire  before  [July  1. 
1986],  but  instead,  faithfully  and  naively 
felt  obligated  to  fulfill  my  professional  obli- 
gations this  summer,  since  it  would  have 
been  difficult  at  best,  if  even  possible  for  my 
Department  to  carry  out  my  workload  if  I 
had  retired  before  ttie  above  date. 

Since  the  Senate's  version  of  the  proposed 
tax  reform  bill  was  not  scheduled  to  start 
prior  to  Feb.  1987.  I  naively  thought  that  no 
one  would  be  so  unfair  as  to  make  Federal 
employees  subjected  to  a  retroactive  tax 
before  1987. 

I  now  believe  that  members  of  the  House 
and  Senate  committees  have  deliberately 
misled  Federal  employees  so  as  to  prevent 
massive  retirements  and  the  subsequent  dis- 
ruption of  Government  functions.  This  cer- 
tainly has  hurt  morale,  attitude,  and  disillu- 
sionment on  the  faith  we  had  in  the  integri- 
ty of  our  elected  representatives. 

I  could  go  on  and  on 

This  IS  a  deeply  disturbing  treatment  of 
Government  workers  who  have  dedicated 
their  life  to  public  service.  These  aren't  face- 
less, desk-bound  bureaucrats  we  are  punish- 
ing. These  are  law  enforcement  officials,  air 
traffic  controllers,  scientists,  and  mail  carriers. 

I  represent  almost  14.000  Federal  employ- 
ees in  the  Third  Congressional  Distnct  of 
Ohio.  Some  work  at  the  Dayton  Veterans'  Ad- 
ministration Medical  Center.  Others  work  at 
the  Dayton  Electronic  Supply  Center.  Most 
work  at  Wright-Patterson  Air  Force  Base, 
which  IS  headquarters  to  the  Air  Force  Logis- 
tics Command  and  the  Aeronautical  Systems 
Division. 

The  security  of  our  Nation  depends  on  the 
work  these  people  perform.  Unless  Congress 
can  treat  them  more  fairly,  the  best  of  them 
will  leave,  and  we  will  be  able  to  expect  little 
from  those  who  are  left  As  a  start,  let's  clean 
up  the  tax  bill  to  remove  retroactive  tax  penal- 
ties against  Government  workers. 


GENERAL  LEAVE 

Mr.  HOYER.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  and 
include  statements  in  the  Record  on 
the  subject  of  my  special  order. 

The  SPEAKER  pro  tempore  (Mr. 
Gonzalez).  Is  there  objection  to  the 
request  of  the  gentleman  from  Mary- 
land? 

There  was  no  objection. 


LEAVE  OF  ABSENCE 

By  unanimous  consent,  leave  of  ab- 
sence was  granted  to: 

Mr.  BoLAND  (at  the  request  of  Mr. 
Wright),  on  September  19,  on  account 
of  a  necessary  absence. 


Mr.  Chappell  (at  the  request  of  Mr. 
Wright),  on  September  19,  on  account 
of  official  business. 

Mr.  Lewis  of  Florida  (at  the  request 
of  Mr.  Michel),  for  today,  on  account 
of  a  necessary  absence. 


SPECIAL  ORDERS  GRANTED 

By  unanimous  consent,  permission 
to  address  the  House,  following  the 
legislative  program  and  any  special 
orders  heretofore  entered,  was  granted 
to: 

(The  following  Members  (at  the  re- 
quest of  Mr.  Bereuter)  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material;) 

Mr.  Bereuter,  for  5  minutes,  on  Sep- 
tember 19. 

Mr.  Crane,  for  60  minutes,  on  Sep- 
tember 19. 

Mr.  Archer,  for  60  minutes,  on  Sep- 
tember 23. 

Mr.  Archer,  for  60  minutes,  on  Sep- 
tember 24. 

Mr.  Archer,  for  60  minutes,  on  Sep- 
tember 25. 

Mr.  Frenzel,  for  60  minutes,  on  Sep- 
tember 23. 

Mr.  Frenzel,  for  60  minutes,  on  Sep- 
tember 24. 

Mr.  Edwards  of  Oklahoma,  for  60 
minutes,  on  September  23. 

Mr.  Edwards  of  Oklahoma,  for  60 
minutes,  on  September  24. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Gonzalez)  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material:) 

Mr.  Neal.  for  5  minutes,  today. 

Mr.  Annunzio,  for  5  minutes,  today. 

Mr.  LuNDiNE,  for  5  minutes,  today. 

Mr.  Levine  of  California,  for  60  min- 
utes, today. 

Mr.  Murtha.  for  60  minutes,  on  Sep- 
tember 24. 

Mr.  Gaydos.  for  60  minutes,  on  Sep- 
tember 23  and  24. 

Mr.  Levine  of  California,  for  60  min- 
utes, on  September  22,  23,  and  24. 

Mr.  Gonzalez,  for  60  minutes,  on 
September  22. 


EXTENSION  OF  REMARKS 

By  unanimous  consent,  permission 
to  revise  and  extend  remarks  was 
granted  to; 

(The  following  Members  (at  the  re- 
quest of  Mr.  Bereuter)  and  to  include 
extraneous  matter:) 

Mr.  Lagomarsino. 

Mr.  Boehlert. 

Mr.  McEwEN. 

Mr.  Tauke. 

Ms.  Schneider.         * 

Mr.  GUNDERSON. 

Mr.  Frenzel  in  five  instances. 

Mr.  Oilman. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Gonzalez)  and  to  include 
extraneous  matter:) 

Mr.  WoLPE. 
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Mr.  McCloskey. 
Mr.  Pease. 
Mr.  Traxler. 

Mr.  ACKERMAN. 

Mr.  Carr. 

Mr.  LUNDINE. 

Mr.  Leland. 

Mr.  Eckart  of  Ohio. 

Mr.  Stark. 
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ENROLLED  BILLS  AND  JOINT 
RESOLUTION  SIGNED 

Mr.  ANNUNZIO.  from  the  Commit- 
tee on  House  Administration,  reported 
that  the  committee  had  examined 
and  found  truly  enrolled  bills  and 
joint  resolution  of  the  House  of  the 
following  titles,  which  were  thereupon 
signed  by  the  Speaker: 

H.R.  3358.  An  act  to  reauthorize  the  At- 
lantic Striped  Bass  Conservation  Act,  and 
for  other  purposes: 

H.R.  4421.  An  act  to  authorize  appropria- 
tions for  fiscal  years  1987.  1988,  1989.  and 
1990  to  carry  out  the  Head  Start.  Follow 
Through,  dependent  care,  community  serv- 
ices block  grant,  and  community  food  and 
nutrition  programs,  and  for  other  purposes: 
and 

H.J.  Res.  60.  Joint  resolution  to  designate 
the  week  beginning  September  15.  1986.  as 
■National  School-Age  Child  Care  Awareness 
Week.  • 


SENATE  ENROLLED  BILL  AND 
JOINT  RESOLUTIONS  SIGNED 

The  SPEAKER  announced  his  sig- 
nature to  an  enrolled  bill  and  joint  res- 
olutions of  the  Senate  of  the  following 
title: 

S.  290.  An  act  for  the  relief  of  Catherine 
and  Robert  Fossez: 

S.J.  Res.  196.  Joint  resolution  designating 
September  22.  1986.  as  American  Business 
Women  s  Day";  and 

S.J.  Res.  357.  Joint  resolution  to  designate 
the  week  of  September  15,  1986,  through 
September  21,  1986,  as  -National  Historical- 
ly Black  Colleges  Week." 


(at  the  re- 
to  include 


BILLS  PRESENTED  TO  THE 
PRESIDENT 

Mr.  ANNUNZIO,  from  the  Commit- 
tee on  House  Administration,  reported 
that  that  committee  did  on  this  day 
present  to  the  President,  for  his  ap- 
proval, bills  of  the  House  of  the  fol- 
lowing titles: 

H.R.  4530.  An  act  to  amend  the  Depart- 
ment of  Defense  Authorization  Act,  1985,  to 
provide  that  members  of  the  Commission  on 
Merchant  Marine  and  Defense  shall  not  be 
considered  to  be  Federal  employees  for  cer- 
tain purposes,  to  extend  the  deadline  for  re- 
ports of  the  Commission,  and  to  extend  the 
availability  of  funds  appropriated  to  the 
Commission,  and 

H.R.  3002.  An  act  to  provide  for  the  estab- 
lishment of  an  experimental  program  relat- 
ing to  the  acceptance  of  voluntary  services 
from  participants  in  an  executive  exchange 
program  of  the  Government. 


ADJOURNMENT 
HOYER.  Mr.  Speaker,  I  move 


that  the  House  do  now  adjourn. 

(The  motion  was  agreed  to;  accord- 
ingly (at  4  o'clock  and  40  minutes 
p.m.),  under  its  previous  order,  the 
House  adjourned  until  Monday,  Sep- 
tember 22,  1986,  at  12  noon. 


EXECUTIVE  COMMUNICATIONS, 
ETC. 

Under  clause  2  of  "rule  XXIV,  execu- 
tive communications  were  taken  from 
the  Speaker's  table  and  referred  as  fol- 
lows: 

4230.  A  communication  from  the  Presi- 
dent of  the  United  States,  transmitting 
amendmenl.s  to  the  request  for  appropria- 
tions for  fiscal  year  198'?  that  would  provide 
a  total  of  $694,392,000  to  implement  the 
Drug  Free  America  Initiative,  pursuant  to 
31  U.S.C.  1107  (H.  Doc.  No.  99-267):  to  the 
Committee  on  Appropriations  and  ordered 
to  be  printed. 

4231.  A  letter  from  the  Acting  Director. 
Defense  Security  Assistance  Agency,  trans- 
mitting information  concerning  a  proposed 
loan:  to  the  Committee  on  Armed  Services. 

4232.  A  letter  from  the  Director.  Office  of 
Legislative  Affairs.  Agency  for  International 
Development,  transmitting  a  report  on 
amounts  obligated  and  expended  in  Nicara- 
gua for  international  security  and  develop- 
ment assistance  for  the  period  January  1. 
1986,  to  June  30.  1986,  pursuant  to  Public 
Law  97-113.  section  724(e)  (95  Stat.  1553);  to 
the  Committee  on.  Foreign  Affairs. 

4233.  A  letter  from  the  Acting  Deputy 
Chief  of  Staff  for  Installations  and  Logis- 
tics. Department  of  the  Navy,  transmitting 
the  report  on  the  retirement  plan  for  the  ci- 
vilian employees  of  the  U.S.  Marine  Corps 
exchanges,  recreation  funds,  clubs,  messes, 
and  the  Marine  Corps  Exchange  Service, 
pursuant  to  31  U.S.C.  9503(a)(1)(B):  to  the 
Committee  on  Government  Operations. 

4234.  A  letter  from  the  Chairman.  Nation- 
al Transportation  Safety  Board,  transmit- 
ting a  report  on  compliance  with  the  re- 
quirements of  the  internal  accounting  and 
administrative  control  system,  pursuant  to 
31  U.S.C.  3512(c)(3):  to  the  Committee  on 
Government  Operations. 

4235.  A  letter  from- the  Deputy  Associate 
Director  for  Royalty  Management.  Depart- 
ment of  the  Interior,  transmitting  a  report 
on  proposed  refunds  of  excess  royalty  pay- 
ments in  OCS  areas,  pursuant  to  43  U.S.C. 
1339(b):  to  the  Committee  on  Interior  and 
Insular  Affairs. 

4236.  A  letter  from  the  Deputy  Associate 
Director  for  Royalty  Management,  Depart- 
ment of  the  Interior,  transmitting  a  report 
on  proposed  refunds  of  excess  royalty  pay- 
ments in  OCS  areas,  pursuant  to  43  U.S.C. 
1339(b):  to  the  Committee  on  Interior  and 
Insular  Affairs. 

4237.  A  letter  from  the  Chairman,  Merit 
Systems  Protection  Board,  transmitting  the 
Board's  fifth  annual  report  on  the  signifi- 
cant actions  of  the  Office  of  Personnel  Man- 
agement [OPMl.  pursuant  to  5  U.S.C. 
1209(b):  to  the  Committee  on  Post  Office 
and  CivllrService. 

4238.  A  letter  from  the  Secretary  of 
Transportation,  transmitting  the  Urban 
Mass  Transportation  Administration  quar- 
terly report  for  the  third  quarter  of  1986, 
pursuant  to  49  U.S.C.  app.  1603(h)(i):  to  the 
Committee  on  Public  Works  and  Transpor- 
tation. 


4239.  A  communication  from  the  Presi- 
dent of  the  United  States,  transmitting  a 
statement  of  policy  regarding  the  Nation's 
renewable  resources  of  the  forest,  range, 
and  other  associated  lands,  pursuant  to  16 
U.S.C.  1606(a):  jointly,  to  the  Committee  on 
Agriculture  and  Interior  and  Insular  Af- 
fairs. 

4240.  A  letter  from  the  Comptroller  Gen- 
eral. General  Accounting  Office,  transmit- 
ting a  report  entitled.  "Financial  Audit- 
Federal  Crop  Insurance  Corporation's  Fi- 
nancial Statements  for  1985  and  1984  " 
(GAO/AFMD-86-58).  pursuant  to  31  U.S.C 
9106(a):  jointly,  to  the  Committee  on  Gov- 
ernment Operations  and  Agriculture. 


REPORTS  OF  COMMITTEES  ON 
PUBLIC  BILLS  AND  RESOLU- 
TIONS 

Under  clause  2  of  rule  XIII.  reports 
of  committees  were  delivered  to  the 
Clerk  for  printing  and  reference  to  the 
proper  calendar,  as  follows: 

Mr.  JONES  of  North  Carolina:  Committee 
on  Merchant  Marine  and  Fisheries.  House 
Joint  Resolution  626.  Resolution  to  approve 
the  "Compact  of  Free  Association"  between 
the  United  States  and  the  Government  of 
Palau.  and  for  other  purposes  (Rept.  99-663, 
Pt.  4).  Referred  to  the  Committee  of  the 
Whole  House  on  the  Slate  of  the  Union. 

Mr.  HAWKINS:  Committee  on  Education 
and  Labor.  H.R.  2127.  A  bill  to  establish  a 
U.S.  Boxing  Commission,  and  for  other  pur- 
poses: W'ith  an  amendment  (Rept.  99-791, 
Pt.  2).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 

Mr.  HAWKINS:  Committee  on  Education 
and  Labor.  H.R.  1689.  A  bill  to  create  an 
American  Boxing  Corporation:  with  an 
amendment  (Rept.  99-843.  Pt.  1).  Ordered  to 
be  printed. 

Mr.  HUGHES:  Committee  on  the  Judici- 
ary. H.R.  5076.  A  bill  to  renew  authority  to 
contract  for  the  detection  and  treatment  of 
drug-dependent  offenders,  and  for  other 
purposes:  with  an  amendment  (Rept.  99- 
844).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 

Mr.  HUGHES:  Committee  on  the  Judici- 
ary. H.R.  5394.  A  bill  to  amend  the  Con- 
trolled Substances  Act  and  the  Controlled 
Substances  Import  and  Export  Act  to  pro- 
vide more  effective  criminal  penalties  (in- 
cluding special  fines  for  organizations),  to 
make  technical  and  conforming  changes  in 
such  Act,  and  for  other  purposes:  with  an 
amendment  (Rept.  99-845,  Pt.  1).  Ordered  to 
be  printed. 

Mr.  HUGHES:  Committee  on  the  Judici- 
ary. House  Joint  Resolution  631.  Resolution 
providing  for  a  White  House  Conference  on 
Narcotics  Abuse  and  Control:  with  amend- 
ments (Rept.  99-846,  Pt.  1).  Ordered  to  be 
printed. 

Mr.  HUGHES:  Committee  on  the  Judici- 
ary. H.R.  5393.  A  bill  to  authorize  appro- 
priations for  Federal,  State,  and  local  drug 
law  enforcement,  and  for  other  purposes: 
with  an  amendment  (Rept.  99-847).  Re- 
ferred to  the  Committee  of  the  Whole 
House  on  the  State  of  the  Union. 

Mr.  HUGHES:  Committee  on  the  Judici- 
ary. H.R.  5246.  A  bill  to  amend  the  Con- 
trolled Substances  Act  to  prohibit  certain 
conduct  with  respect  to  controlled  sub- 
stance analogs:  with  an  amendment  (Rept. 
99-848,  Pt.  1).  Ordered  to  be  printed. 

Mr.  HUGHES:  Committee  on  the  Judici- 
ary. H.R.  4885.  A  bill  to  amend  chapter  44  of 
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title  18.  United  States  Code,  to  include  seri- 
ous drug  offenses  and  violent  felonies  as  of- 
fenses subject  to  enhanced  penalties  under 
the  career  criminal  provisions  of  such  title 
(Rept.  99—849).  Referred  to  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union. 

Mr.  DINGELL:  Committee  on  Energy  and 
Commerce.  H.R.  5465.  A  bill  to  amend  the 
Energy  Policy  and  Conservation  Act  with 
respect  to  energy  conservation  standards  for 
appliances;  with  an  amendment  (Rept.  99— 
850).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  H.R.  4216.  A  bill  to  provide 
for  the  settlement  of  certain  claims  of  the 
Papago  Tribe  arising  from  the  operation  of 
Painted  Rock  Dam.  and  for  other  purposes: 
with  amendments  (Rept.  99—851).  Referred 
to  the  Committee  of  the  Whole  House  on 
the  State  of  the  Union. 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  H.R.  4217.  A  bill  to  provide 
for  the  settlement  of  certain  claims  of  the 
Papago  Tribe  of  Arizona  arising  from  the 
construction  of  Tat  Momolik  Dam,  and  for 
other  purposes:  with  an  amendment  (Rept. 
99—852).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  H.R.  5166.  A  bill  to  desig- 
nate certain  lands  in  the  Cherokee  National 
Forest  in  the  State  of  Tennessee  as  wilder- 
ness areas,  and  for  other  puposes:  with  an 
amendment  (Rept.  99-853,  Pt.  1).  Ordered  to 
be  printed. 

Mr.  UDALL;  Committee  on  Interior  and 
Insular  Affairs.  S.  816.  An  act  to  establish 
the  Pine  Ridge  Wilderness  and  Soldier 
Creek  Wilderness  in  the  Nebraska  National 
Forest  in  the  State  of  Nebraska,  and  for 
other  purposes;  with  amendments  (Rept. 
99-854,  Pt.  1).  Ordered  to  be  printed. 

Mr.  HAWKINS:  Committee  on  Education 
and  LatK>r.  Report  on  section  302(b)  of  the 
Congressional  Budget  Act  of  1974  (Rept.  99- 
856).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union). 

Mr.  JONES  of  North  Carolina:  Committee 
on  Merchant  Marine  and  Fisheries.  H.R. 
5262.  A  bill  to  establish  the  Bayou  Sauvage 
Urban  National  Wildlife  Refuge  in  the  State 
of  Louisiana:  with  amendments  (Rept.  99- 
857).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 


REPORTED  BILLS 
SEQUENTIALLY  REFERRED 

Under  clause  5  of  rule  X,  bills  and 
reports  were  delivered  to  the  Clerk  for 
printing,  and  bills  referred  as  follows: 

Mr.  HUGHES:  Committee  on  the  Judici- 
ary. H.R.  5217  A  bill  to  amend  title  18  of 
the  United  States  Code  to  prohibit  certain 
methods  of  concealing  the  proceeds  of 
crime,  and  for  other  purposes;  with  an 
amendment:  referred  to  the  Committee  on 
Banking.  Finance  and  Urban  Affairs  for  a 
period  ending  not  later  than  September  26. 
1986.  for  consideration  of  such  portions  of 
the  bill  and  amendment  as  fall  within  that 
committee's  jurisdiction  pursuant  to  clause 
1(d)  of  rule  X  (Rept.  99-855.  Pt.  1).  Ordered 
to  be  printed. 


PUBLIC  BILLS  AND 
RESOLUTIONS 

Under  clause  5  of  rule  X  and  clause 
4  of  rule  XXII,  public  bills  and  resolu- 


tions were  introduced  and  severally  re- 
ferred as  follows: 

By  Mr.  RODINO: 
H.R.  5558.  A  bill  to  amend  title  III  of  the 
Immigration  and  Naturalization  Act  to  pro- 
vide for  administrative  naturalization,  and 
for  other  purposes:  to  the  Committee  on  the 
Judiciary. 

By  Mr.  MAZZOLI: 
H.R.  5559.  A  bill  to  amend  the  Immigra- 
tion and  Nationality  Act  to  improve  the  ad- 
ministration of  the  immigration  and  nation- 
ality laws,  and  for  other  purposes;  to  the 
Committee  on  the  Judiciary. 
By  Mr.  HUGHES: 
H.R.  5560.  A  bill  to  amend  title  18  of  the 
United  States  Code  to  ban  the  production 
and  use  of  advertisements  for  child  pornog- 
raphy or  solicitations  for  child  pornogra- 
phy, and  for  other  purposes;  to  the  Commit- 
tee on  the  Judiciary. 

By  Mr.  BOEHLERT: 
H.R.  5561.  A  bill  to  direct  the  Secretary  of 
Transportation  to  study  and  make  recom- 
mendations on  a  default  protection  plan  for 
airline   passengers:   to   the   Committee   on 
Public  Works  and  Transportation. 
By  Mr.  BRYANT: 
H.R.  5562.  A  bill  to  amend  the  Immigra- 
tion and  Nationality  Act  to  modify  the  re- 
sponsibility of  carriers  for  detention  of  ex- 
cludable aliens:  to  the  Committee  on  the  Ju- 
diciary. 

By   Mr.   GUNDERSON   (for   himself, 
Mr.  Martin  of  New  York,  Mr.  Jef- 
fords, Mr.  LuNDiNE,  Mr.  Oberstar. 
Mr.     Stangeland,     Mr.     Roth,     Mr. 
Petri,  Mr.  Taylor.  Mr.  McDade,  Mr. 
Traxler.  Mr.  Horton.  Mr.  Natcher. 
Mrs.    Martin    of    Illinois,    and    Mr. 
Vander  Jagt): 
H.R.  5563.  A  bill  to  require  the  Secretary 
of  Agriculture  to  submit  to  the  Congress  an 
analysis  of  the  effect  that  the  use  of  bovine 
growth  hormone  will  have  on  the  milk  price 
support  program  and  on  the  milk  produc- 
tion industry  in  the  United  States;  to  the 
Committee  on  Agriculture. 
By  Mr.  LUNDINE: 
H.R.  5564.  A  bill  to  amend  the  National 
Housing  Act  to  provide  for  the  eligibility  of 
certain  property  for  single  family  mortgage 
insurance:  to  the  Committee  on  Banking.  Pi- 
nance  and  Urban  Affairs. 

By  Mr.  ST  GERMAIN: 
H.R.  5565.  A  bill  to  provide  for  the  stabili- 
ty of  the  domestic  banking  and  thrift  sys- 
tems, to  improve  housing,  to  protect  the 
American  consumer  of  financial  services, 
and  for  other  purposes:  to  the  Committee 
on  Banking.  Finance  and  Urban  Affairs. 

H.R.  5566.  A  bill  to  establish  the  Black- 
stone  River  Valley  National  Heritage  Corri- 
dor in  Massachusetts  and  Rhode  Island:  to 
the  Committee  on  Interior  and  Insular  Af- 
fairs. 

By  Mr.  STARK  (for  himself  and  Mr. 

ROSTENKOWSKI )' 

H.R.  5567.  A  bill  to  amend  title  XVIII  of 
the  Social  Security  Act  to  require  Medicare 
hospitals  and  organ  procurement  agencies 
to  provide  preference  to  U.S.  citizens  and 
permanent  residents  in  organ  transplants: 
jointly,  to  the  Committees  on  Ways  and 
Means  and  Energy  and  Commerce. 

By  Mr.  de  la  Garza  (for  himself,  Mr. 
Anthony.  Mr.  Bedell,  Mrs.  Bentley, 
Mr.  Boner  of  Tennessee,  Mr.  Bonior 
of  Michigan.  Mr.  Bosco,  Mr.  Bou- 
cher. Mr.  Bruce,  Mr.  Bryant,  Mrs. 
Burton  of  California.  Mr.  Carney, 
Mr.  Carr.  Mr.  Chapman,  Mr.  Coelho, 
Mr.  Coleman  of  Texas,  Mr.  Daschle, 
Mr.  Daub.  Mr.  de  Lugo.  Mr.  Dorgan 


of   North    Dakota.   Mr.   Dornan   of 
California.      Mr.      Dymally.      Mr. 
Dyson,  Mr.  Edgar.  Mr.  Emerson,  Mr. 
Evans  of  Illinois,  Mr.   Puster,  Mr. 
GuNDERSON.  Mrs.  Holt.  Mr.  Horton, 
Mr.  Jeffords,  Mr.  Jones  of  Tennes- 
see. Mr.  Jones  of  North  Carolina, 
Mr.  LagomarSino.  Mr.  Morrison  of 
Washington,  Mr.  Olin,  Mr.  Ortiz, 
Mr.    Pashayan,    Mr.    Roberts.    Mr. 
Rose,  Mr.  Rowland  of  Georgia,  Mr. 
Schuette,  Mr.  Staggers,  Mr.  Stal- 
LiNcs,  Mr.  Stark,  Mr.  Tallon,  Mr. 
Valentine.   Mr.   Whitley,   and   Mr. 
Wortley): 
H.J.  Res.  733.  Joint  resolution  to  designate 
October  4,  1986.  as  "National  Outreach  to 
the  Rural  Disabled  Day":  to  the  Committee 
on  Post  Office  and  Civil  Service. 

By  Mr.  PARRIS  (for  himself  and  Mr. 
Fauntroy): 
H.J.  Res.  734.  Joint  resolution  approving 
of  the  action  of  the  District  of  Columbia 
Council  in  approving  the  "Closing  of  a  Por- 
tion of  8th  Street.   N.W.,  and  the  Public 
Alleys  in  Square  403  Act  of  1984";  to  the 
Committee  on  the  District  of  Columbia. 
By  Mr.  YATES: 
H.  Con.  Res.  392.  Concurrent  resolution 
commemorating  the   100th  anniversary  of 
the  birth  of  David  Ben-Gurion;  to  the  Com- 
mittee on  Post  Office  and  Civil  Service. 
By  Mr.  FRANK: 
H.  Res.  555.  Resolution  to  refer  the  bill 
(H.R.  5551)  entitled,  "A  bill  for  the  relief  of 
certain  manufacturers  or  suppliers  that  pro- 
vided asbestos  materials  and  products  to  the 
United  States"  to  the  chief  judge  of  the  U.S. 
Claims  Court  for  a  report  thereon:  to  the 
Committee  on  the  Judiciary. 


ADDITIONAL  SPONSORS 

Under  clause  4  of  rule  XXII,  spon- 
sors were  added  to  public  bills  and  res- 
olutions as  follows: 

H.R.  1375:  Mr.  Nichols,  Mr.  Lewis  of 
California,  and  Mr.  Moody. 

H.R.  3737:  Mr.  Young  of  Florida. 

H.R.  3800:  Mr.  Darden  and  Mr.  Tauzin. 

H.R.  3989:  Mr.  Applegate,  Mr.  English, 
Mr.  Pawell.  and  Mr.  Smith  of  New  Jersey. 

H.R.  4568:  Mr.  Beilenson,  Mr.  Lantos, 
and  Mr.  Atkins. 

H.R.  4885:  Mr.  Bryant,  Mr.  Traficant, 
Mr.  Jones  of  Oklahoma,  Mr.  Rodino,  Mr. 
GuARiNi.  Mr.  English.  Mr.  AuCoin.  Mr. 
Wirth,  Mr.  ZscHAU,  and  Mr.  Edgar. 

H.R.  4953:  Mr.  Hartnett  and  Mr.  Leach  of 
Iowa. 

H.R.  5076:  Mr.  Bryant,  Mr.  Jones  of  Okla- 
homa. Mr.  RoDiNO.  Mr.  Guarini,  Mr.  Eng- 
lish, Mr.  Wirth,  and  Mr.  Edgar. 

H.R.  5133:  Mr.  Feighan. 

H.R.  5135:  Mr.  Feighan. 

H.R.  5136:  Mr.  Feighan. 

H.R.  5137:  Mr.  Feigh/.n. 

H.R.  5138:  Mr.  Evans  of  Illinois  and  Mr. 
Feighan. 

H.R.  5140:  Mr.  Coleman  of  Texas,  Mr. 
Stark,  Ms.  Kaptur.  and  Mr.  Bonior  of 
Michigan. 

H.R.  5217:  Mr.  Bryant.  Mr.  Jones  of  Okla- 
homa. Mr.  Guarini,  Mr.  English.  Mr. 
AuCoiN,  Mr.  Miller  of  Ohio,  Mr.  Wirth, 
Mr.  Zschau.  Mr.  Petri,  and  Mr.  Edgar. 

H.R.  5225:  Mr.  Bustamante  and  Mr.  Niel- 
soN  of  Utah. 

H.R.  5246:  Mr.  Bryant,  Mr.  Kanjorski. 
Mr.  Jones  of  Oklahoma,  Mr.  Rodino,  Mr. 
Guarini.  Mr.  English.  Mr.  Miller  of  Ohio. 
Mr.  Wirth,  Mrs.  Boxer.  Mr.  Zschau.  and 
Mr.  Edgar. 


H  R.   5255: 
Kolbe,  Mr.  C 
Hyde. 

H.R.  5262: 
Tauzin.  and  N 

H.R.  5326:  N 

H.R.   5328: 
Ohio,  Mr.  Ati 
Mr.  Kleczka, 

H.R.  5393:  1 
Mr.  Edgar. 

H.R.  5394: 
RoDiNO.  Mr.  i 

H.R.  5396:  h 

H.R.  5425:  ^ 

H.R.  5465:  I 
Fazio.  Mr.  1 
Walker.  Mr. 
Boxer.  Mr.  £ 
LuKEN.  and  M 

H.R.  5485: 
Schuette. 

H.R.  5501:  ^ 

H.R.  5512:  I 
ana,  Mr.  Niei 
nois,  Mr.  St 
Jersey,  Mrs.  I 

H.R.  5520:  1 
Perkins,  Mr. 

KORSKI.  Mr.  I 
of  Florida,  M 
necticut,  Mr, 
Miller  of  C 

McKlNNEY,   N 

da.  and  Mr.  A 
H.R.  5529:  i 

COURTER.    Mr 

Mack.  Mrs.  H 
H.R.  5538: 1 
H.J.  Res.  4 
FLER.  Mr.  Baf 
Mr.  Crane.  M 
Vucanovich. 
H.J.  Res.  5! 
Mr.  Coats,  M 
Falce,  Mr.  B< 
LY.  Mrs.  JOHI 
Mr.  BiLiRAKi; 
Wirth,  Mr.  ¥ 
Mr.  Berman, 
Mr.  Bevill,  I 
CONTE,  Mr. 
Edgar.  Mr.  Pi 
ZEL.  Mr.  CoN' 
Henry. 

H.J.  Res.  5( 
California,  M 
Young  of  1 
SuNiA,  Mr.  G 
Mr.  Tallon. 
Mr.  Campbel 
Lightfoot,  N 
F.  Smith,  M 
Morrison  of 
Miller  of  V 
Daschle,  Mr. 
Dymally,    M 
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H.R.  5255;  Mr.  Savage,  Mr.  Biaggi.  Mr. 
KoLBE,  Mr.  Garcia,  Ms.  Kaptur.  and  Mr. 
Hyde. 

H.R.  5262:  Mr.  Roemer,  Mrs.  Long,  Mr. 
Tauzin,  and  Mr.  Huckaby. 

H.R.  5326:  Mr.  Horton. 

H.R.  5328:  Mr.  Daniel,  Mr.  Eckart  of 
Ohio,  Mr.  Atkins.  Mr.  Ridge,  Mrs.  Bentley, 
Mr.  Kleczka,  and  Mr.  Sisisky. 

H.R.  5393:  Mr.  Zschau,  Mr.  AuCoin,  and 
Mr.  Edgar. 

H.R.  5394:  Mr.  Jones  of  Oklahoma,  Mr. 
Rodino,  Mr.  English,  and  Mr.  Edgar. 

H.R.  5396:  Mr.  Mrazek  and  Mr.  Garcia. 

H.R.  5425:  Mr.  Peighan. 

H.R.  5465:  Mr.  Panetta,  Mr.  Hopkins,  Mr. 
Fazio,  Mr.  Dwyer  of  New  Jersey,  Mr. 
Walker,  Mr.  Mineta,  Mr.  Robinson,  Mrs. 
Boxer,  Mr.  Sundquist,  Mr.  Slattery,  Mr. 
LuKEN,  and  Mr.  Kildee. 

H.R.  5485:  Mr.  McCollum  and  Mr. 
Schuette. 

H.R.  5501:  Mr.  Staggers. 

H.R.  5512:  Mr.  Dyson,  Mr.  Myers  of  Indi- 
ana, Mr.  Nielson  of  Utah,  Mr.  Gray  of  Illi- 
nois, Mr.  Stenholm,  Mr.  Dwyer  of  New 
Jersey,  Mrs.  Holt,  and  Mr.  Wilson. 

H.R.  5520:  Mr.  Waldon,  Mr.  Horton,  Mr. 
Perkins,  Mr.  Goodling,  Mr.  Wolpe,  Mr.  Si- 
KORSKi,  Mr.  Kildee,  Mr.  Wolf,  Mr.  Lehman 
of  Florida,  Mr.  Reid,  Mr.  Morrison  of  Con- 
necticut, Mr.  CoNTE,  Mr.  Mitchell,  Mr. 
Miller  of  California,  Mrs.  Johnson,  Mr. 
McKiNNEY,  Mr.  Fazio,  Mr.  Smith  of  Flori- 
da, and  Mr.  Atkins. 

H.R.  5529:  Mr.  Dornan  of  California.  Mr. 
CouRTER.  Mr.  Wortley.  Mr.  Walker.  Mr. 
Mack.  Mrs.  Holt,  and  Mr.  Denny  Smith. 

H.R.  5538:  Mr.  McKinney. 

H.J.  Res.  438:  Mr.  Moorhead.  Mr.  Loef- 
FLER.  Mr.  Bartlett,  Ms.  Snowe,  Mr.  Tauke, 
Mr.  Crane,  Mr.  Taylor,  Mr.  Mack,  and  Mrs. 
Vucanovich. 

H.J.  Res.  550:  Mr.  Horton.  Mr.  Wortley, 
Mr.  Coats,  Mr.  Coyne,  Mr.  Badham,  Mr.  La- 
Falce,  Mr.  Bosco,  Mr.  Frank,  Mrs.  Kennel- 
LY,  Mrs.  Johnson,  Mr.  Wolpe,  Mr.  Roberts, 
Mr.  Bilirakis,  Mr.  Wylie,  Mr.  Mineta,  Mr. 
Wirth,  Mr.  Kramer,  Mr.  Rose,  Mr.  Borski, 
Mr.  Berman,  Mr.  Barnard,  Mr.  Boucher, 
Mr.  Bevill,  Mr.  Chappie,  Mr.  Coelho,  Mr. 
Conte,  Mr.  Dowdy  of  Mississippi,  Mr. 
Edgar,  Mr.  Flippo,  Mr.  Foglietta,  Mr.  Fren- 
zel.  Mr.  CoNYERS,  Mr.  DioGuardi.  and  Mr. 
Henry. 

H.J.  Res.  584:  Mr.  Dyson,  Mrs.  Burton  of 
California,  Mr.  Bateman,  Mr.  Peighan,  Mr. 
Young  of  Missouri,  Mr.  Walcren,  Mr. 
SuNiA,  Mr.  GuARiNi,  Mr.  Wolpe,  Mr.  Weiss, 
Mr.  Tallon,  Mr.  Waldon,  Mr.  McGrath, 
Mr.  Campbell,  Mr.  Lewis  of  Florida,  Mr. 
Lightfoot.  Mr.  Denny  Smith,  Mr.  Robert 
P.  Smith,  Mr.  Brown  of  California,  Mr. 
Morrison  of  Connecticut,  Mr.  Jeffords,  Mr. 
Miller  of  Washington,  Mr.  Hughes,  Mr. 
Daschle,  Mr.  DioGuardi,  Mr.  Lungren,  Mr. 
Dymally,    Mr.    Fields,    Mr.    Stokes,    Mr. 


Myers  of  Indiana,  Mr.  Kramer.  Mr.  An- 
drews, Mr.  Nichols,  Mr.  Panetta,  Mr. 
Lantos,  Mr.  Dingell,  Mr.  Savage,  Mr.  Smith 
of  New  Hampshire,  Mr.  Bryant,  Mr. 
Hendon,  Mr.  Rowland  of  Georgia,  Mr. 
Berman.  Mr.  LaFalce.  Mr.  Rahall.  Mr. 
KosTMAYER.  Mr.  Lipinski,  Mr.  Rose,  and 
Mr.  Levin  of  Michigan. 

H.J.  Res.  631:  Mr.  Edgar. 

H.J.  Res.  639:  Mr.  Barnes,  Mr.  Guarini, 
Mr.  Gunderson,  Mr.  Boulter,  Mr.  Moor- 
head, Mr.  Vander  Jagt,  Mr.  Boland.  Mr.  Jef- 
fords, Mr.  Wilson,  Mr.  Lott,  Mr.  Montgom- 
ery. Mr.  Franklin.  Mr.  Durbin.  Mr.  Miller 
of  Washington.  Mr.  Alexander.  Mr.  Hansen, 
Mr.  RiNALDO,  Mr.  Bedell,  Mr.  Roberts,  Mr. 
Breaux,  Mr.  Pepper,  Mr.  Chappie,  Mr. 
Daschle,  Mr.  Walgren,  Mr.  Foley,  Mr. 
Blaz,  Mr.  Frost,  Mr.  Staggers,  Mr.  Frenzel, 
Mr.  Whitten,  Mr.  Leland.  Mr.  Packard,  Mr. 
LuKEN.  Mr.  Oberstar,  Mr.  Darden.  Mr.  Con- 
YERS.  Mr.  LowRY  of  Washington.  Mr. 
Yatron.  Mr.  ScHEUER.  Mr.  Weber.  Mr. 
Lehman  of  California.  Mr.  Stark,  Mr. 
Green,  Mr.  Kastenmeier,  Mr.  Levin  of 
Michigan.  Mr.  Stangeland,  Mr.  Wyden.  Mr. 
Moore.  Mr.  Lowery  of  California.  Mr.  Liv- 
ingston, Mr.  Lantos,  Mr.  AuCoin.  Mr. 
Weiss.  Mrs.  Kennelly.  Mr.  Gray  of  Illinois. 
Mr.  Carr,  Mr.  Dannemeyer.  Mr.  Smith  of 
Iowa,  Mr.  Rowland  of  Connecticut,  Mr. 
Saxton,  Mr.  Coyne.  Mr.  Mavroules,  Mr. 
BoNioR  of  Michigan.  Mr.  Clay.  Mr.  McCol- 
lum, Mr.  Robinson,  Mr.  Gray  of  Pennsylva- 
nia, Mr.  Dixon,  Mr.  Anthony,  Mr.  Kemp, 
Mr.  Hamilton,  and  Mr.  Bates. 

H.J.  Res.  643:  Mr.  Derrick,  Mr.  Dorgan  of 
North  Dakota,  Mr.  Skelton,  Mr.  Chappell, 
Mr.  Tallon,  Mr.  Coats.  Mr.  Lewis  of  Flori- 
da. Mr.  Young  of  Florida.  Mrs.  Lloyd,  Mr. 
Barnard,  and  Mr.  Gallo. 

H.J.  Res.  657:  Ms.  Mikulski,  Mr.  Berman. 
Mr.  Dyson.  Mr.  Vander  Jagt.  Ms.  Kaptur. 
Mr.  CouRTER.  Mr.  Wylie,  Mr.  Atkins,  and 
Mr.  Young  of  Florida. 

H.J.  Res.  709:  Mr.  Whitten.  Mr.  Bonior  of 
Michigan.  Mr.  Kostmayer.  Mr.  Berman.  Mr. 
Swindall,  Mr.  Wirth.  Mrs.  Holt,  Mr. 
Tauzin,  Mr.  Frenzel,  Mr.  Carney,  and  Mr. 
Levine  of  California. 

H.J.  Res.  728:  Mr.  Spence,  Mr.  Coelho, 
and  Mr.  Dyson. 

H.  Con.  Res.  129:  Mr.  Moody,  Mrs.  Martin 
of  Illinois.  Mr.  Atkins.  Mr.  Lehman  of  Cali- 
fornia. Mr.  Jacobs,  and  Mr.  Zschau. 

H.  Con.  Res.  233:  Mr.  Bryant  and  Mr. 
Robinson. 

H.  Con.  Res.  389:  Mr.  Lagomarsino.  Mr. 
Horton.  Mr.  Fauntroy.  Mr.  Wilson,  and 
Mr.  Young  of  Missouri. 


482.  By  the  SPEAKER:  Petition  of  the 
Board  of  County  Commissioners.  Monroe 
County.  PL.  relative  to  funds  for  Key  Deer 
Refuge  acquisition;  to  the  Committee  on 
Appropriations. 

483.  Also,  petition  of  Samuel  Rosen- 
strauch  et  al.  Federal  Correctional  Institute, 
Butner,  NC,  relative  to  anti-Semitism;  to 
the  Committee  on  the  Judiciary. 


AMENDMENTS 


PETITIONS,  ETC. 

Under  clause  1  of  rule  XXII,  peti- 
tions, and  papers  were  laid  on  the 
Clerks  desk  and  referred  as  follows: 


Under  clause  6  of  rule  XXIII,  pro- 
posed amendments  were  submitted  as 
follows: 

H.R.  5495 
By  Mr.  TORRICELLI: 
—Strike  out  section  108  (page  12,  lines  10 
through  25)  and  insert  in  lieu  thereof  the 
following: 

Sec.  108.  (a)  The  Administrator  of  the  Na- 
tional Aeronautics  and  Space  Administra- 
tion shall  prepare  and  submit  to  the  Con- 
gress, no  later  than  March  31.  1987.  a  com- 
prehensive acquisition  strategy  and  plan  for 
the  continued  procurement  of  space  shuttle 
solid  rocket  boosters.  The  acquisition  strate- 
gy and  plan  shall  specifically  address  (1)  the 
decisions  made  by  the  Administration  for 
upgrading  the  motor  design.  (2)  alternatives 
for  establishing  and  maintaining  competi- 
tion in  future  procurements,  and  (3)  the 
costs  and  benefits  of  each  such  alternative. 

(b)  Within  60  days  after  the  submission  to 
the  Congress  of  the  comprehensive  acquisi- 
tion strategy  and  plan,  the  Administrator 
shall  issue  a  request  for  proposal  for  a 
second  source  for  the  boosters.  The  Admin- 
istrator shall  consult  with  the  Comptroller 
General  of  the  United  States  in  preparing 
the  request  for  proposal  in  order  to  ensure 
that  it  is  designed  to  achieve  full  and  open 
competition  for  the  procurement  as  re- 
quired by  the  Competition  in  Contracting 
Act. 

(c)  The  Administ^ator,  after  consulting 
with  the  Comptroller  General,  shall  deter- 
mine whether  a  request  to  the  Congress  for 
second  source  qualification  funding  is  neces- 
sary or  desirable  in  order  to  permit  the 
second  source  to  compete  with  the  incum- 
bent on  a  fair  and  effective  basis,  consistent 
with  the  Competition  in  Contracting  Act. 

(d)  There  are  authorized  to  be  appropri- 
ated (in  addition  to  any  other  amounts  au- 
thorized to  be  appropriated  pursuant  to  this 
Act)  such  sums  as  may  be  necessary  to 
enable  the  Administrator  to  prepare  the 
strategy  and  plan  under  subsection  (a),  issue 
the  request  for  proposal  under  subsection 
(b),  and  make  the  determination  under  sub- 
section (c). 


nois  and  Mr. 


Texas,   Mr. 

BONIOR    of 
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September 


(Legislative  day  of  Monday.  September  15,  1986) 


The  Senate  met  at  9:30  a.m.,  on  the 
expiration  of  the  recess,  and  was 
called  to  order  by  the  President  pro 
tempore  [Mr.  Thurmond]. 

PRAYER 

The  Chaplain,  the  Reverend  Rich- 
ard C.  Halverson.  D.D..  offered  the  fol- 
lowing prayer: 

God  of  justice,  mercy,  and  peace, 
today  is  a  day  of  remembrance  when 
our  thoughts  go  to  Vietnam  to  our  un- 
known heroes  who  are  prisoners  of 
war  and  missing  in  action.  With  deep 
gratitude  we  remember  those  thou- 
sands who  sacrificed  with  their  lives 
during  this  period  in  history  so  filled 
with  controversy,  vituperation,  and 
dissension.  We  recall  with  shame  our 
indifferent  response  to  the  brave  men 
and  women  who  returned  from  the 
war  who  should  have  been  welcomed 
with  honor  and  thankfulness. 

But  most  of  all.  Father  in  Heaven, 
we  remember  those  who  did  not  return 
who  are  still  alive.  We  pray  for  their 
wives  and  children  who  have  had  to 
endure  the  worst  kind  of  uncertainty 
and  unrelieved  apprehension.  As  this 
day  renews  their  pain,  may  it  be  a  re- 
minder to  them  that  their  loved  ones 
have  not  been  forgotten— that  there 
are  those  who  refuse  to  forget— who 
continue  to  care  and  seek  answers 
which  will  mitigate  irresolution  and 
bring  consolation.  Gracious  God.  guide 
those  who  persevere  in  their  unrelent- 
ing search  for  a  solution.  In  His  name 
who  never  leaves  us  or  forsakes  us. 
Amen. 


RECOGNITION  OF  THE 
MAJORITY  LEADER 

The  PRESIDENT  pro  tempore.  The 
able  and  distinguished  majority 
leader.  Senator  Robert  Dole  of 
Kansas. 

Mr.  DOLE.  I  thank  the  distin- 
guished Presiding  Officer,  the  Senator 
from  South  Carolina.  Senator  Thur- 
mond. 


SCHEDULE 

Mr.  DOLE.  Mr.  President,  under  the 
standing  order,   the   leaders   have   10 


minutes  each.  We  have  seven  special 
orders  of  5  minutes  each  for  Senators 
Hawkins.  Proxmire.  Heinz.  Sasser. 
Wallop.  Baucus.  and  Mattingly;  to 
follow  the  leaders'  time;  and  routine 
morning  business  not  to  extend 
beyond  the  hour  of  10:30  a.m. 

At  the  conclusion  of  morning  busi- 
ness, we  will  resume  the  pending  busi- 
ness. S.  2706.  the  reconciliation  bill.  If 
there  should  be  a  gap  of  an  hour  or 
two.  rather  than  just  stand  in  recess.  I 
hope  we  might  be  able  to  take  care  of 
some  other  legislation. 

I  would  also  indicate  to  my  col- 
leagues that  I  understand  the  reconcil- 
iation package  has  been  drafted. 
There  is  just  one  little  piece  they  are 
checking  on  with  the  Finance  Commit- 
tee—with Senator  Packwood  and  Sen- 
ator Long.  It  may  be  that,  with  some 
luck,  we  could  start  on  it  this  morning. 

Under  the  agreement,  there  will  be  8 
hours  from  the  time  that  Senator  Do- 
MENici  and  Senator  Chiles  offer  their 
amendment.  Hopefully,  we  could  con- 
clude action  by  mid  or  late  afternoon. 
I  hope  debate  would  not  extend 
beyond  that.  I  understand,  in  visiting 
with  Senator  Domenici  last  evening, 
there  is  a  need  to  go  back  to  check 
with  the  chairman  and  ranking 
member  of  each  committee  that  may 
be  affected,  so  they  will  understand 
perfectly  what  is  involved.  If  Senator 
Domenici  and  Senator  Chiles  are 
ready  at  10:30.  then  I  hope  we  could 
start  on  reconciliation  at  10:30. 

If  we  complete  action  on  reconcilia- 
tion today,  it  would  be  my  hope  we 
could  postpone  the  vote  on  the  so- 
called  sequester  until  after  there  has 
been  a  conference  with  the  House  on 
reconciliation.  The  House  does  not 
take  up  reconciliation  until  sometime 
next  week.  If  we  could  meet  the  deficit 
targets— and  I  understand  it  is  almost 
met  in  the  package  that  Senator  Do- 
menici and  Senator  Chiles  have  been 
working  on— then  that  vote  may  not 
have  to  occur. 


POW/MIA  DAY-WE  WILL  NEVER 
FORGET 

Mr.  DOLE.  Mr.  President,  as  Chap- 
lain   Halverson    has    just    indicated, 

US  CASUALTIES  IN  SOUTHEAST  ASIA 

Mptiabetic  listing— Kansas 


today  is  a  special  day  of  recognition 
for  a  group  of  very  special  Americans. 
It  is  POW/MIA  Day— a  day  devoted  to 
our  servicemen  who  are  still  missing  in 
action,  or  who  are  still  held  as  prison- 
ers of  war  on  foreign  soil. 

Later  this  morning,  a  ceremony  hon- 
oring our  POW's  and  MIA's- and  their 
families— will  take  place  on  the  Cap- 
itol Grounds.  I  am  pleased  that  so 
many  of  my  colleagues  will  join  me  in 
this  proud  event,  especially  Senator 
Jeremiah  Denton  of  Alabama  and 
Representative  John  McCain  of  Arizo- 
na, both  of  whom  survived  the  night- 
mare of  imprisonment  in  Southeast 
Asia. 

DEMAND  A  FULL  ACCOUNTING 

Today  is  a  day  not  only  for  remem- 
bering the  sacrifices  of  these  brave 
servicemen  and  their  families,  but  also 
for  making  a  pledge— a  pledge  that  we 
will  never  forget,  nor  will  we  ever  rest 
until  we  have  a  full  accounting  of  all 
our  POW's  and  MIA's. 

We  are  deeply  moved  by  the  courage 
of  the  loved  ones  of  our  missing 
heroes.  Their  determination  in  the 
face  of  such  personal  anguish  is  a  real 
inspiration.  I  salute  their  dedication 
and  ask  that  every  American  join 
them  in  their  long  struggle  to  bring 
their  sons  home. 

Mr.  President,  today's  ceremony  on 
Capitol  Hill  will  be  matched  by  hun- 
dreds and  hundreds  across  this  great 
land.  Let  us  join  with  the  ceremonies 
in  our  home  States  by  pledging  to 
work  together  to  finally  resolve  this 
national  sorrow. 

KANSAS  HEROES— 38  BRAVE  MEN 

In  ceremonies  in  Topeka  and  Wich- 
ita today,  our  Kansas  MIA's  will  be  re- 
membered with  the  solemn  reading  of 
our  list  of  honor.  Mr.  President.  I  ask 
unanimous  consent  that  the  following 
list  of  Kansans  be  printed  in  the 
Record,  so  that  generations  to  come 
will  have  the  opportunity  to  recall  the 
sacrifice  of  these  brave  Americans. 

There  being  no  objection,  the  list 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 


Militiiy  service 


Country  of 
casualty 


Name 


loss 
rank 


Date  of  inodenl 


Date  of  birtA 


HOTe  of  record  city 


to  Fact 

!b>|B.. 


VS 


Adam,  Win  Ouincy  '_. 
UIgood.  Frankie  Eupa... 
Anderson  Denis  Leo«__ 


U  May  27.  1968 
05  Mat  26.  1968 
02    tin  II.  1968 


Dec  22.  \W 
May  01.  1930 
Oct  24,  1942 


Beltiel 
Fort  Scott 
Hope 


•  This  "bullet"  symbol  identifies  statemetits  or  insertions  which  are  not  spoken  by  the  Member  on  the  floor. 


Ma-ine  Corps 
Marine  Corps 
Navy 
All  Force 
All  force 
All  Force 
All  force 
Air  Force 
Marine  Corps 
All  Foice 
All  foice 
All  foice 
All  foice 
Maiine  Corps 
All  force 
Navy 
Air  force 
All  Force 
Air  Force 
Marine  Corps 
Army 
Navy 
Navy 
Navy 
Navy 
Air  Force 
Army 
Army 
All  Force 
All  Foice 
All  Force 
Navy 
Navy 
Army 
Marine  Corps 
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Mihtjry  service 


Ma'ine  tops 
Marine  tops 
Navy 
Ah  Force 
Ai(  Force 
»ir  Force 
Air  Force 
Air  Force 
Marine  tops 
Air  Force 
Air  Force 
Air  Force 
All  Force 
Marine  Corps 
All  Force 
Navy 
Air  Force 
Air  Force 
Air  Force 
Marine  Corps 
Army 
Navy 
Navy 
Navy 
Navy 
Air  Force 
Army 
Army 
Air  Force 
Air  Force 
All  Force 
Navy 
Navy 
Army 
Marine  tops 


Country  at 
usiulty 

vs 
vs 

VN 
VN 
U 
U 
VN 
U 
VS 
lA 
VN 
VS 
VN 
VS 
VN 
VN 
VS 
VN 
VN 
VS 
VS 
VN 
VS 
VS 
VS 

m 
vs 
vs 
vs 

LA 
VN 
VN 
VS 

vs 


Nime 


Loss 
ranli 


Dale  ol  incKleni 


Date  ol  Inrtn 


Home  ol  recxm  aty 


BennlieW,  Steven  Henry 
Breeding.  Mictiael  Hugn 
Cliristian,  David  Marioa... 
Clallin,  Ricliard  Ames , ... 
Donovan.  Micliael  Leo... 
Gillen.  Ttiomas  ildon   .... 
Graham  Dennis  I 
Harrotd,  Patrck  K 
HendtK.  Jerry  Wayne    ... 
Hoskins,  Ctiarles  I 
leweH,  fugene  M 
Karst.  CarlF 

Klenda  Dean  Altieft  .. . 
La  Plant,  Kurt  Ellon  .... 
Ictiieotl  Howard  M  ...; 
Lindatil,  Holin  Carl 
Long,  (ieorge  Wendell  ... 
Martin.  Larry  f 


Mc  Culibin.  Glenn  Dewayne 
Mc  Gomigie.  William  Dee 
Mc  Kam,  Rol)t)y  Lyti 

Moore,  William  0       

Monvrey  Rictiard  Lynn-. 

Neil,  Fred  Altiert         ..„„ 

Patlon.  Ward  Karl     

Pugfi,  Dennis  Gerard  . ;„ 

Robinson,  floyd  Henry 

Sctiuliz,  Ronald  James 

Smitli  Richard  0      

Standeiwick.  Robert  L  ........ 

Sutter,  Frederick  Jobn 


Inompson  William  Jostpli..'-.. 

Iiderman  John  Mark  

Welsti,  Larry  Don       *... 

Zutterman  Joseph  A  Jr 


E3 
02 
02 
03 
03 
04 
03 
02 
E6 
02 
02 
04 
02 
II 
03 
03 
f3 
03 
02 
t2 
W2 
fS 
02 
04 
E6 
02 
E5 

03 
05 
03 
04 
04 
ES 
E5 


Jul  29.  1967 
Feb  12  1970 
Jun  02.  196S 
Jul  26.  1967 
Sep  30.  1971 
Feb  18.  1970 
Mar  28.  1968 
Dec  05.  1%9 
Jul  11.  1972 
Feb  16.  1971 
Sep  04.  1965 
Nov  16,  1968 
Sep  17,  1965 
Jun  06.  1968 
Nov  18.  1967 
Jan  06.  1973 
May  12.  1968 
Jul  15,  1968 
May  19,  1968 
May  10,  1968 
May  03,  1968 
Oct  02,  1969 
Dec  24.  1966 
Jan  16.  1966 
Jul  27.  1968 
Mar  19.  1970 
Mar  12,  1969 
Jul  21.  1970 
Mar  11.  1965 
Feb  03.  1971 
Dec  31,  1971 
jan  16.  1968 
Mar  21.  1966 
Jan  07.  1969 
Apr  20.  1968 


Dec  24.  1947 

Girard 

Mar  19.  1945 

Blue  Rapids 

Jan  15.  1941 

Lane 

Jul  02.  1939 

Kansas  City 

Nov  09.  1944 

Norton 

May  08  1933 

Kmgman 

May  11,  1941 

Greensborg 

Dec  07  1944 

Fort  Leavenwtonti 

Dec  27  1942 

Wchta 

Aug  05.  1944 

Snawnee  Mission 

Jan   15.  1941 

Topeka 

Oct  27.  1930 

Galatia 

Aug  20.  1940 

Manhattan 

Dec  11.  1948 

Leneu 

Mar   14   1936 

Scott 

Mar  20.  1941 

Lmdsborg 

Sept  30.  1948 

Medione  Lodge 

Feb  11.  1940 

Waketield 

Aug  21,  1942 

Almena 

Oct  29,  1948 

Wehita 

Feb  11.  1946 

Garden  Oly 

Dec  21.  1945 

Princeton 

Apr  01,  1943 

Stiarlet  Mrssion 

Mar  17,  1932 

Fort  Scott 

Jan  18.  1934 

Fontana 

Feb  10,  1944 

Salma 

Jan  28,  1949 

Burlington 

May  27,  1948 

Hillsboro 

Aug  16.  1937 

WhichiU 

Jun  23.  1930 

Mankato 

Feb  26,  1946 

Leamnwid 

Dec  13.  1930 

Kansas  City 

Aug  23,  1934 

Kansas  City 

Jun   16,  1947 

Kansas  Oly 

Oct  03,  1944 

Marysville 

.  Mr.  DOLE.  Mr.  President,  there  are 
38  Kansans  on  that  list. 

We  will  never  forget.  We  will  always 
remember. 


HOUSE  VOTES  RIGHT  FOR  A 
CHANGE 

Mr.  DOLE.  Mr.  President,  from  time 
to  time,  I  have  been  critical  of  actions 
taken  by  the  other  body,  by  the  House 
of  Representatives,  because  I  held  a 
different  view  and  I  believe  the  Senate 
generally  held  a  different  view.  So  I 
think  it  is  only  fair  that  I  take  a 
moment  now  to  commend  the  House 
for  a  very  positive  vote. 

The  day  before  yesterday,  the  House 
voted  in  a  solid,  bipartisan  way  to  strip 
from  its  intelligence  authorization  bill 
the  so-called  "Hamilton  Amendment." 
The  real  impact  of  that  amendment 
would  have  been  to  scuttle  any  effec- 
tive United  States  assistance  for  Jonas 
Savimbi's  democratic  resistance  forces 
in  Angola  [UNITA]. 

The  House  vote  this  week  is  the 
latest  indication  that  the  majority  in 
both  Houses  want  aid  to  continue, 
until  the  Marxist  regime  in  Angola 
sends  home  all  the  Cuban  troops 
there,  and  begins  to  negotiate  in  good 
faith  the  transition  to  a  real  repre- 
sentative government  in  Luanda. 

Southern  Africa  is  in  ferment.  We 
are  rightly  concerned  about  the  situa- 
tion in  South  Africa.  But,  as  we  pursue 
efforts  to  end  the  apartheid  system 
there,  we  cannot  afford  to  lose  sight  of 
the  fact  that  we  have  other  important 
interests  in  the  region,  too.  We  cannot 
afford  to  ignore  the  real  danger  of 
Soviet  expansionism,  or  the  military 
threat  posed  by  those  Cuban  troops. 


Aid  to  [UNITA]  is  an  important  way 
to  further  our  security  interests.  We 
ought  to  provide  the  aid  that  is 
needed,  on  a  timely  basis.  The  House 
vote  is  a  major  step  in  allowing  the  ad- 
ministration to  do  just  that.  I  com- 
mend the  House  for  its  action,  and  I 
urge  the  administration  now  to  redou- 
ble its  efforts  to  help  Jonas  Savimbi 
and  [UNITA]  pursue  the  struggle  that 
serves  so  well  both  the  cause  of  free- 
dom in  Angola  and  the  national  inter- 
ests of  the  United  States. 

Mr.  President,  I  reserve  any  time  I 
have  remaining. 


VITIATION  OF  SPECIAL  ORDER 
FOR  SENATOR  WALLOP 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  special 
order  for  Senator  Wallop  be  vitiated. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


QUESTIONS  ABOUT  THE 
PHILIPPINE  BASES 

AQUINO  ADDRESS  EXCELLENT 

Mr.  DOLE.  Mr.  President,  like  every 
other  Senator,  I  have  spoken  to  over 
the  past  24  hours,  I  was  deeply  im- 
pressed with  President  Aquino's  elo- 
quent address  to  our  joint  meeting. 
And,  having  had  the  opportunity  to 
meet  with  her  in  my  office  after  her 
speech  yesterday,  I  was  equally  im- 
pressed on  a  personal  level  with  her 
quiet  determination,  commitment  to 
democracy  and  willingness  to  meet  the 
difficult  responsibilities  she  bears  for 
her  country. 

President  Aquino  deserves  U.S.  sup- 
port, and  her  country  deserves  U.S.  as- 


sistance. And,  of  course,  we  have  al- 
ready provided  substantial  sums  for 
fiscal  year  1986  and  will  undoubtedly 
be  approving  additional  large  sums  for 
fiscal  year  1987.  We  are  also  taking  a 
look  at  the  possibility  of  some  supple- 
mental aid  this  year,  though  that  re- 
quest will  have  to  be  weighed  against 
the  very  difficult  budget  dilemma  we 
face  and  the  other  equally  high  priori- 
ty demands  for  any  additional  funds 
we  can  scrape  up. 

IMPORTANCE  OF  U.S.  BASES 

One  issue  I  did  raise  with  her  in  our 
meeting  yesterday  was  the  U.S.  bases. 
I  expressed  appreciation  for  her  com- 
mitment to  abide  by  the  bases  agree- 
ment through  1991  and  understanding 
for  her  desire  not  to  address  the  issue 
in  detail  on  this  trip.  It  is  the  right 
course  for  both  countries  to  take  up 
this  issue  in  detail  at  the  appropriate 
time,  under  the  provisions  of  the 
agreement  itself.  In  the  meantime, 
though,  it  is  also  the  appropriate 
course  for  both  sides  to  keep  their 
powder  dry— to  avoid  any  actions 
which  seriously  complicate  or  raise 
questions  about  the  issue.  That  was 
what  I  understood  her  position  to  be, 
and  it  is  the  position  I  embrace,  as 
well. 

CONCERN  ABOUT  CONSTITUTIONAL  COMMISSION 
ACTIONS 

For  that  reason,  I  am  concerned 
about  press  accounts  of  the  actions  of 
the  Philippine  Constitutional  Commis- 
sion, whose  members  were  in  fact  ap- 
pointed by  President  Aquino.  Yester- 
day, the  commission  approved  a  provi- 
sion for  the  new  constitution  which 
will  require  any  extension  of  the  bases 
agreement  to  be  done  by  treaty  rather 
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than  executive  agreement.  Under  that 
provision,  it  could  even  well  be  that 
the  bases  issue  will  end  up  being  sub- 
mitted to  the  Philippine  people  in  a 
referendum.  It  seems  to  me  that  this 
whole  procedure  practically  guaran- 
tees that  the  bases  issue  will  turn  out 
to  be  an  explosive  domestic  political 
issue  in  the  Philippines  and  subject  to 
being  made  a  hostage  to  the  broader 
political  struggle  in  the  country. 

I  should  also  add  that  it  is  almost  as 
disturbing  that  the  Commission,  by  a 
relatively  narrow  margin,  turned  back 
an  attempt  to  include  in  the  Constitu- 
tion right  now  a  ban  on  the  bases  after 
1991. 

ANOTHER  OMINOUS  NOTE 

New  press  reports  this  morning  add 
another  ominous  note.  These  reports 
say  that  the  Commission  is  poised  to 
adopt  for  the  Constitution  yet  another 
provision  declaring  the  Philippines  a 
"nuclear  free  country,"  in  which  nu- 
clear weapons  could  not  be  stockpiled 
or  stored.  How  this  would  impact  on 
the  bases,  where  we  have  many  ships 
and  aircraft  that  are  capable  of  carry- 
ing nuclear  weapons  and  are  an  essen- 
tial component  of  our  nuclear  deter- 
rent in  the  Pacific,  remains  unclear. 
But  this  whole  issue  raises  a  new,  huge 
question  mark  over  the  future  of 
Clark  and  Subic. 

Now  let  me  make  clear  that  I  fully 
acknowledge  that  these  are  issues 
within  the  sovereign  right  of  the  Phil- 
ippines to  decide.  It  is  up  to  the  Filipi- 
no people  to  decide  whether  and  how 
they  want  to  deal  with  these  issues  in 
their  own  Constitution. 

But  it  is  hard  to  square  President 
Aquino's  desire— which,  again,  I  under- 
stand—not to  address  the  bases  issue 
with  us  now  with  the  fact  that,  at  the 
very  same  time,  the  Commission  which 
she  herself  appointed  seems  to  be 
taking  major  steps  to  shape— and 
shape  may  be  much  too  weak  a  word— 
the  options  we  have  for  dealing  with 
this  issue  down  the  road.  If  the  Philip- 
pine side  wants  to  take  fundamental 
decisions  on  the  bases  issue  now— and 
I  don't  think  we  have  to,  but  if  they 
do— then  the  Philippine  side  ought  to 
be  prepared  to  discuss  this  issue  direct- 
ly and  in  detail  with  us  now,  too. 

Mr.  President,  I  strongly  urge  the 
administration  to  take  advantage  of 
President  Aquino's  presence  here  to 
raise  these  concerns  with  her  and  to 
obtain  from  her  assurances  that— if  we 
want  to  put  off  decisions  on  this  issue 
for  now,  as  we  should— then  her  side  is 
not  going  to  take  any  irrevocable,  uni- 
lateral decisions,  either. 


Mr.  BYRD.  Mr.  President,  I  thank 
the  Chair. 


SCHEDULE 


RECOGNITION  OF  THE 
MINORITY  LEADER 

The  PRESIDENT  pro  tempore.  The 
able  and  distinguished  Democratic 
leader.  Senator  Robert  Byrd  of  West 
Virginia. 


Mr.  BYRD.  Mr.  President,  would  the 
distinguished  majority  leader  be  in  a 
position  at  this  time  to  indicate 
whether  or  not,  in  his  judgment,  the 
Senate  will  be  in  tomorrow  and,  in  any 
case,  what  the  program  will  likely  be 
for  Monday  and  Tuesday,  the  early 
part  of  next  week? 

Mr.  DOLE.  At  this  time,  I  would  see 
no  need  for  a  Saturday  session  if  we 
complete  action  on  reconciliation.  I 
guess  that  is  the  caveat.  It  would  be 
my  hope  that  we  can  complete  recon- 
ciliation this  evening,  postpone  the  se- 
quester vote,  and  then  return  on 
Monday. 

On  Monday,  by  agreement,  there 
will  be  no  votes  after  3  or  3:30  p.m.  in 
the  afternoon.  Perhaps  we  will  be  able 
to  discuss  product  liability  or  discuss 
other  matters  that  do  not  require 
votes  after  that  time. 

I  am  hopeful  that  as  soon  as  we  in- 
troduce our  bill  on  drug  legislation— I 
have  already  had  a  letter  from  the  dis- 
tinguished minority  leader  indicating 
a  willingness  to  sit  down  immediately 
and  go  to  work  on  that— we  can  work 
on  that  early  next  week. 

We  are  waiting  for  the  House  to  act 
on  the  continuing  resolution.  We  are 
waiting  for  the  House  to  act  on  the 
tax  conference  report. 

I  am  advised  by  the  chairman  of  the 
Appropriations  Committee  that  he 
would  rather  not  bring  up  any  more 
appropriations  bills.  The  highway  bill 
could  be  resolved  by  Monday.  They 
had  a  good  discussion  yesterday.  Mem- 
bers are  now  meeting,  as  I  understand, 
to  try  to  resolve  some  of  the  differ- 
ences on  that  bill.  We  could  take  up 
the  highway  bill  Monday  but  there 
will  be  no  votes  after  3  or  3:30.  Then  I 
would  guess  Tuesday,  Wednesday, 
Thursday,  Friday,  and  Saturday  of 
next  week  we  will  have  a  pretty  full 
plate. 

Mr.  BYRD.  May  I  ask  the  leader, 
Mr.  President,  what  is  the  likelihood, 
as  he  sees  it  at  this  time,  for  a  confer- 
ence report  on  the  Superfund  legisla- 
tion? 

Mr.  DOLE.  I  was  advised  yesterday 
morning  while  I  was  attending  a  Fi- 
nance Committee  meeting  that  Sena- 
tors Packwood  and  Bentsen  would  be 
meeting,  I  think  this  morning  or  late 
yesterday  on  Superfund.  They  did  not 
indicate  whether  or  not  they  were 
going  to  complete  the  conference. 
They  have  to  find  some  way  to  pay  for 
the  Superfund.  I  will  try  to  find  out 
what  happened  and  make  that  avail- 
able for  all  of  our  colleagues.  That  is 
important  legislation  and  I  hope  we 
end  up  with  an  extended  program,  not 
just  a  6-month  extension  of  the 
present  program. 


Mr.  BYRD.  I  also  hope  we  will  end 
up  with  a  program  that  will  not  force 
our  chemical  companies  to  go  out  of 
business.  I  have  reference  to  the  waste 
end  tax  which  would  be  very  detrimen- 
tal to  chemical  companies. 

My  discussions  with  management 
and  labor  at  the  chemical  companies 
in  West  Virginia  indicate  very  clearly 
that  the  chemical  industry  in  that 
State  would  suffer  considerably  if 
there  is  a  waste  end  tax.  I  have  con- 
tacted our  conferees  urging  that  that 
legislation  be  brought  back  to  the 
Senate  as  soon  as  possible,  and  also  ex- 
pressing opposition  to  a  waste  end  tax. 

May  I  say,  I  am  interested  very 
much  in  the  announcement  by  the  dis- 
tinguished majority  leader  that 
Senate  Republicans  will  have  a  drug 
bill  which  will  be  revealed  later  today 
in  a  news  conference. 

The  House  has  sent  a  drug  bill  to 
the  Senate.  The  Democrats  appointed 
by  me  on  a  working  group  several 
weeks  ago  have  already  outlined  the 
provisions  of  a  drug  bill  which  has 
been  introduced  some  days  ago  on  this 
side. 

The  President  has  announced  his 
drug  package. 

I  hope  that  the  distinguished  major- 
ity leader,  as  soon  as  possible  after  his 
news  conference,  will  be  able  to  think 
about  scheduling  drug  legislation  in 
the  Senate  for  action. 

I  stand  ready,  and  have  already  indi- 
cated to  my  staff  that  they  should 
work  with  the  majority  leader's  staff. 
Senator  Cranston,  Senator  Chiles, 
Senator  Biden,  and  others,  have  their 
staffs  already  working  with  our  group. 
I  do  think  it  is  imperative,  in  the  2 
weeks  remaining  before  the  hoped-for 
sine  die  adjournment  on  October  3, 
that  we  schedule  drug  legislation  well 
in  advance  so  that  the  Senate  will 
have  adequte  time  to  debate  it  and  it 
can  go  to  conference  and  be  put  on  the 
President's  desk  before  adjournment. 

Mr.  DOLE.  If  the  minority  leader 
will  yield,  I  do  not  have  any  quarrel 
with  that.  In  fact,  what  we  have  done 
is  to  try  to  work  with  the  administra- 
tion to  take  care  of  some  of  the 
glitches  in  advance.  I  think  we  have 
done  that,  but  maybe  we  have  not.  We 
also  have  incorporated  some  of  the  ex- 
cellent provisions  in  the  Democratic 
bill,  some  in  the  House  bill,  some  ideas 
that  Senators  on  each  side  have  had 
since  the  bill  was  introduced.  I  hope 
we  would  be  in  a  position  to  start  some 
negotiation  before  we  bring  it  to  the 
floor  to  save  some  time.  We  can  do 
that  over  the  weekend. 

The  Senator  is  exactly  right.  We 
know  it  will  take  at  least  a  week  on  the 
CR.  If  we  are  going  to  leave  on  Octo- 
ber 3,  our  days  to  do  much  else  are 
rather  few. 

Mr.  BYRD.  They  are  indeed.  I  think 
the  majority  leader  is  being  realistic  in 
saying  so.  My  staff  is  ready  and  pre- 
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pared.  This  is  a  bipartisan  problem 
and  we  want  to  work  together.  We 
stand  ready,  I  assure  the  majority 
leader. 

Mr.  DOLE.  Mr.  President,  I  vitiated 
the  special  order  for  Senator  Wallop. 
I  should  have  asked  for  Senator  Dan- 
FORTH  to  have  that  time. 

The  PRESIDING  OFFICER  (Mr. 
Danforth).  Without  objection,  it  is  so 
ordered. 

Mr.  BYRD.  Mr.  President,  while  the 
distinguished  majority  leader  is  still 
on  the  floor,  with  respect  to  the  se- 
quester resolution,  may  I  make  a  par- 
liamentary inquiry? 

The  PRESIDING  OFFICER.  The 
Senator  will  state  it. 

Mr.  BYRD.  What  will  occur  at  mid- 
night this  day  in  the  event  a  reconcili- 
ation resolution  has  not  been  passed 
by  that  time  or  by  the  close  of  busi- 
ness today? 

The  PRESIDING  OFFICER.  The 
Chair  will  put  the  question  on  the  pas- 
sage of  the  sequester  resolution. 

Mr.  BYRD.  Would  that  occur  pre- 
cisely at  the  hour  of  midnight? 

The  PRESIDING  OFFICER.  If  the 
Senate  is  in  session,  yes. 

Mr.  BYRD.  And  if  the  reconciliation 
measure  has  not  been  disposed  of  or 
has  been  disposed  of,  in  either  case? 

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 

Mr.  BYRD.  Does  the  distinguished 
majority  leader  have  any  question? 

Mr.  DOLE.  I  agree  with  that. 

Mr.  BYRD.  May  I  just  say  that  Sen- 
ators DoMENici  and  Chiles  and  others 
have  been  working  frenetically  in  an 
attempt  to  develop  a  reconciliation 
resolution  in  the  meantime.  They  have 
been  spending  many  hours  in  that 
effort. 
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THE  SHULTZ-SHEVARDNADZE 
MEETING 

Mr.  BYRD.  Mr.  President,  the  For- 
eign Minister  of  the  U.S.S.R.  and  the 
United  States  Secretary  of  State  are 
meeting  today,  exploring  the  prospects 
for  a  summit.  In  such  a  preparatory 
situation,  a  positive  atmosphere  is 
needed  to  enhance  the  prospects  for 
progress  at  any  summit  meeting  which 
may  be  held,  and  I  have  been  among 
the  foremost  in  promoting  a  second 
summit  meeting.  If  we  are  to  see  any 
real  possibility  of  an  arms  control 
agreement  in  the  near  future,  I  think 
it  is  essential  for  a  summit  to  occur. 

It  does  not  have  to  occur  tomorrow 
or  next  week,  but  I  think  a  summit  is 
essential. 

The  atmosphere,  as  is  obvious  to  ev- 
eryone, has  been  clouded  over  with  re- 
spect to  Mr.  Daniloffs  incarceration 
and  his  indictment.  He  is  still  not  free 
to  leave  the  Soviet  Union.  Mr.  Gorba- 
chev, in  some  tough  talk  yesterday,  in- 
sisted that  Mr.  Daniloff  is  a  spy  and 
accused  the  United  States  of  damaging 
our  overall  relationship.  This  is  balo- 


ney, or  whatever  the  Russian  equiva- 
lent of  baloney  happens  to  be.  It  has 
been  obvious  to  everyone,  including 
Mr.  Gorbachev,  that  making  a  hostage 
out  of  a  newsman  was  only  calculated 
to  win  the  quick  release  of  a  Soviet  cit- 
izen caught  red-handed  in  an  espio- 
nage attempt  in  New  York.  That 
turned  out  to  be  a  miscalculation. 

Mr.  President,  I  was  gratified  to  hear 
that  Mr.  Shevardnadze  stated  yester- 
day that  "solutions  are  possible"  in 
the  Daniloff  affair.  Let  us  hope  that 
the  Soviets  remove  this  growing  car- 
bunkle  in  our  relationship  now.  Mr. 
Shevardnadze  also  stated  that  the 
"Soviets  are  ready  for  a  summit." 

The  Daniloff  and  U.N.  spy  questions 
are  dominating  the  overall  United 
States-Soviet  relationship  now  to  a 
dangerous  degree.  These  matters  must 
be  handled  with  a  view  toward  the 
overall  relationship.  The  issues  which 
are  capable  of  resolution  at  a  summit 
meeting  are  very,  very  important. 
They  should  not  be  jeopardized  be- 
cause of  a  need  to  be  macho,  to  defend 
one's  national  ego  at  all  costs,  or  to 
score  points  among  competing  internal 
bureaucracies.  Such  matters  should 
not  be  allowed  to  be  manipulated  by 
actions  the  purpose  of  which  is  to 
derail  real  progress  on  the  issues  that 
really  count. 

So.  Mr.  President,  maximum  effort 
needs  to  be  made  to  sober  up.  cut 
through  the  macho,  end  the  news 
splashes,  and  act  like  superpowers 
with  a  sense  of  responsibility.  Let  us 
hope  the  two  foreign  ministers  will 
make  some  tangible  progress  today. 

Mr.  President,  do  I  have  anv  time 
left? 

The  PRESIDING  OFFICER.  The 
Senator  has  used  his  time. 

Mr.  BYRD.  I  thank  the  Chair. 


RECOGNITION  OF  SENATOR 
HAWKINS 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
Florida  [Mrs.  Hawkins]  is  recognized 
for  not  to  exceed  5  minutes. 


DRUG  DILEMMA  UNSOLVABLE 
WITHOUT  ADEQUATE  TREAT- 
MENT PROGRAMS 

Mrs.  HAWKINS.  Mr.  President,  all 
the  time,  effort,  and  money  spent  to 
fight  illegal  drugs  is  greatly  dimin- 
ished unless  the  millions  of  Americans 
who  have  drug  problems  are  properly 
treated.  Crop  eradication,  interdiction, 
education,  testing,  and  law  enforce- 
ment are  all  essential  elements  of  the 
formula  needed  to  combat  drug  abuse. 
But  effective  drug  treatment  is  also  es- 
sential. Without  effective  treatment 
for  the  men  and  women,  boys  and  girls 
whose  lives  have  been  shattered  by 
drug  abuse,  there  can  be  no  victory  in 
the  war  on  drugs.  This  war  is  about 
people.  It  is  not  about  slogans  or  polit- 


ical campaigns,  it  is  about  healing  and 
protecting  people  from  the  ravages  of 
drug  abuse. 

I  know  there  has  been  growth  in 
drug  abuse  programs,  but  they  are  still 
grossly  inadequate.  Demand  far  out- 
strips supply. 

Making  matters  even  worse,  rehabili- 
tation costs  are  now  beyond  the  reach 
of  many  drug  abusers  and  their  fami- 
lies. Many  treatment  centers  charge  a 
flat  sum,  $2,500  or  $3,000  for  example, 
plus  a  monthly  fee  for  food  and  inci- 
dentals. Others  operate  on  a  daily  or 
monthly  basis.  Daily  costs  in  some  of 
the  more  sophisticated  programs  can 
run  up  to  $500.  Most  insurance  policies 
do  not  cover  drug  treatment,  meaning 
that  a  drug  user  is  on  his  own  when  he 
seeks  professional  help.  While  some 
employers  may  be  sympathetic,  they 
claim  that  without  insurance,  theyi 
cannot  afford  to  cover  treatment  costs 
for  an  employee  who  needs  rehabilita- 
tion. 

Clinics  and  residential  programs 
funded  by  Government  grants  and  pri- 
vate donations,  which  tend  to  cost  less, 
are  bursting  at  the  seanis.  They 
cannot  admit  all  the  drug  users  who 
need  to  get  in  for  help.  A  3-month 
waiting  list  for  these  subsidized  treat- 
ment centers  is  not  uncommon. 

Many  insurance  companies  that 
cover  treatment  for  alcoholism  and 
mental  health  ignore  chemical  de- 
pendency. This  is  sad  and  shortsight- 
ed. It  is  an  outmoded  policy  that  is  out 
of  step  with  the  times. 

There  are  professional  disagree- 
ments about  drug  treatment  proce- 
dures. Some  experts  think  that  a  pa- 
tient should  be  removed  from  his 
home  or  work  environment  on  the 
theory  that  these  could  be  factors  hin- 
dering rehabilitation.  Others  think 
the  home  and  workplace  are  anchors 
without  which  a  drug  user  would  be 
completely  adrift.  There  are  highly 
structured  programs  such  as  Straight 
and  Genesis  Two.  which  impose  strict 
discipline  on  their  clients,  with  a  gen- 
erous dose  of  group  encounter  ses- 
sions. Other  programs  are  more  casual 
in  their  approach,  with  heavy  empha- 
sis on  group  therapy  to  reshape  drug 
users'  attitudes.  The  length  of  an  ef- 
fective drug  treatment  program  can 
run  1  or  2  years.  Drug  users  require 
foUowup  care  and  counseling,  some- 
times as  long  as  5  years  to  ensure  that 
they  remain  "drug  free."  There  are 
differences  among  drug  rehabilitation 
experts  about  methods  and  what  is  the 
best  approach.  I  am  for  anything  that 
works.  That's  the  advantage  of  using 
the  private  sector  for  treatment  pro- 
grams. The  drug  abuse  patient  and  his 
or  her  family  can  choose  the  program 
based  on  factors  such  as  cost  and  his- 
tory of  success. 

But  there  is  also  a  role  for  the  Fed- 
eral Government.  Federal  money  to 
help  devise  and  operate  drug  treat- 
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ment  programs  has  grown  steadily 
since  1982.  These  dollars  fund  public 
and  private  drug  rehabilitation  cen- 
ters, in  the  form  of  block  grants  to 
States  based  on  need.  But  it  is  still 
clear  that  we  need  to  channel  addi- 
tional resources  from  lioth  the  Gov- 
ernment and  the  private  sector  into 
drug  treatment.  Drug  rehabilitation  is 
an  essential  element  in  the  war  on 
drugs.  Unless  we  are  willing  to  recog- 
nize this  fact  and  give  it  the  priority  it 
deserves,  we  will  never  heal  our  Nation 
of  the  pain  caused  by  drug  abuse. 


RECOGNITION  OF  SENATOR 
PROXMIRE 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
Wisconsin  [Mr.  Proxmire]  is  recog- 
nized for  not  to  exceed  5  minutes. 

Mr.  PROXMIRE.  I  thank  the  Chair. 


LETS  GET  THE  UNITED  STATES 
OUT  OF  ANGOLA  LOCK. 
STOCK.  AND  BARREL 

Mr.  PROXMIRE.  Mr.  President,  on 
September  17.  the  crazy,  mixed-up 
saga  of  the  United  States  at  war  with 
itself  in  Angola  took  another  major 
twist.  The  House  of  Representatives 
voted  to  support  the  expenditure  of 
$20  million  of  'covert'  aid  to  Jonas 
Savlmbi,  the  Marxist  rebel  in  Angola, 
who  has  the  support  of  South  Africa. 
Savimbi  is  trying  to  overthrow  the 
Communist  government  of  Angola. 
That  Communist  Angolan  government 
is  propped  up  by  some  30,000  Cuban 
troops,  a  massive  amount  of  Russian 
war  equipment  and  the  presence  of  a 
substantial  cadre  of  Russian  military 
advisers.  But  the  real  support  for  the 
Communist  government  of  Angola 
comes  not  from  Castro's  Cubans  or 
from  Soviet  military  sources.  Where 
does  it  come  from?  Mr.  President— get 
this— it  comes  from  an  American  oil 
company,  enthusiastically  and  aggres- 
sively financed  by  American  banks 
and— are  you  ready  for  a  shocker— sub- 
sidized by  loans  from  a  Federal 
agency,  the  Export  Import  Bank.  That 
means  the  Soviet  Cuban  Communist 
government  of  Angola  has  been  ulti- 
mately paid  for  by  the  American  tax- 
payer. 

Is  that  outrageous?  Its  worse.  Over 
the  last  10  years,  the  Cubans  and  Sovi- 
ets have  pushed  more  than  $4  billion 
of  military  assistance  into  that  Com- 
munist puppet  government  of  Angola. 

If  you  believe  that  sounds  like  quite 
a  commitment  by  the  Cubans  and  So- 
viets to  the  Communist  cause  in  south- 
ern Africa,  you're  wrong.  It  was  no 
commitment  at  all.  It  hardly  cost  the 
Russians  and  Cubans  a  penny.  That 
Cuban  and  Russian  presence  was 
mosty  paid  for  by  the  revenues  from 
the  royalties  and  taxes  paid  to  the  An- 
golan Government  by  whom?  It  was 


paid  by  the  Chevron  Gulf  Oil  Co.,  an 
American  corporation. 

So  what  side  is  the  United  States  on 
in  Angola?  Do  we  support  the  Marxist 
revolutionary  Jonas  Savimbi?  We  sure 
do.  The  House  of  Representatives  has 
just  voted  $20  million  of  "covert"  aid 
to  do  exactly  that.  But  wait  a  minute. 
We  also  support  far  more  generously 
the  very  pro-Soviet,  pro-Cuban  govern- 
ment we  are  paying  Savimbi  $20  mil- 
lion to  overthrow. 

How  do  we  do  that?  Here's  how.  We 
do  it  with  the  American  corporation— 
the  Chevron-Gulf  Oil  Co.  that  pro- 
vides most  of  the  funds  that  pay  for 
the  Cuban  troops  and  the  Russian 
equipment  with  the  help  of  more  than 
$200  million  of  subsidized  loans  from 
the  United  States  Export-Import 
Bank.  Does  this  mean  this  country 
supports  the  pro-Russian,  pro-Cuban, 
pro-Communist  government  of 
Angola?  It  sure  does.  But  not  with  $20 
million.  No,  indeed.  This  time  we  are 
talking  real  money. 

Over  the  past  10  years,  the  govern- 
ment Savimbi  is  trying  to  overthrow 
with  millions  of  dollars  of  American 
covert  aid  has  received  literally  bil- 
lions of  dollars  of  American  funds  in 
royalties  and  taxes.  That  pro-Cuban, 
pro-Russian  Communist  government  is 
still  receiving  those  taxes  and  that 
royalty  payment.  I  mean  right  now, 
today.  Last  July  the  Senate  passed  leg- 
islation that  would  end  the  export- 
import  loan  subsidy  to  the  Govern- 
ment of  Angola  in  the  future. 

The  White  House  has  a  similar  pro- 
vision in  a  companion  bill.  Later  this 
year,  the  House  and  Senate  are  ex- 
pected to  act  on  a  conference  report 
that  will  prevent  American-taxpayer- 
subsidized  loans  from  being  made  to 
Angola  in  the  future. 

But  that  will  only  take  care  of  a 
minor  part  of  the  problem.  Chevron 
Gulf  is  still  pouring  hundreds  of  mil- 
lions of  dollars  a  year  into  the  Ango- 
lan Government.  Those  funds  are  still 
used  primarily  to  pay  for  Cuban 
troops  and  Russian  equipment.  In  all 
fairness  we  have  done  something— not 
much— but  something  about  this  out- 
rage. Last  July,  the  Senate,  in  the 
same  legislation  I  discussed  earlier,  re- 
quested that  the  President  use  his 
"special  authority  under  the  Interna- 
tional Emergency  Economic  Powers 
Act  to  block  United  States  business 
transactions  which  conflict  with 
United  States  security  interests  in 
Angola."  That  request  has  no  corre- 
sponding provision  in  the  House  bill. 
It  is  not  expected  at  this  time  to  sur- 
vive the  conference  and  become  law. 
Even  if  it  does,  it  is  doubtful  that  the 
President  would  comply  with  this  re- 
quest. Until  he  does,  this  country  is 
engaging  in  an  expensive  war  with 
itself  in  Angola.  This  is  an  outrageous, 
absurd  waste  of  the  $20  million  we  are 
giving  the  Marxist  rebel  Savimbi  while 
we  continue  through  Chevron  Oil  to 


pour  billions  into  the  very  government 
we  are  spending  millions  to  overthrow. 
Mr.  President,  the  solution  to  this 
mess  is  very  simple.  We  should  just  get 
out  of  Angola  entirely.  We  should  per- 
suade the  President  to  use  his  interna- 
tional emergency  economic  powers  to 
shove  Chevron  Gulf  out  of  Angola. 
That  would  cut  off  the  funding  of 
Cuban  troops  and  Soviet  advisers  and 
equipment.  And  then  let  us  save  the 
$20  million  the  House  has  voted  for 
the  Marxist  rebel  Savimbi.  Let  South 
Africa  support  him.  What  is  wrong 
with  solving  this  problem  by  exercis- 
ing some  good,  old  fashioned  Ben 
Franklin  thrift?  Let  us  save  the  money 
on  both  sides. 


THE  MYTH  OF  THE  DAY 

Mr.  PROXMIRE.  Mr.  President,  the 
myth  of  the  day  is  that  Congress  and 
the  administration  are  confident  that 
the  legislation  we  will  pass  over  the 
next  3  weeks  will  help  the  economy. 
Before  we  adjourn,  we  will  pass  a  far- 
reaching  tax  bill,  possibly  a  fix  for  the 
Gramm-Rudman  law,  and  a  wimpy 
deficit  reduction  bill.  Every  one  of 
these  bills  will  be  heralded  as  ensuring 
prosperity. 

What  is  the  truth?  Even  more  than 
is  usual  in  this  Chamber,  we  will  be 
voting  with  our  fingers  crossed.  Win- 
ston Churchill's  famous  comment 
about  Russia— a  riddle  wrapped  in  a 
mystery  inside  an  enigma— applies 
with  equal  force  to  our  economy.  And 
we  know  it. 

Start  with  the  data.  Some  statistics 
are  up,  some  down,  and  others  un- 
changed. When  economists  look  at 
this  data,  some  see  a  coming  boom, 
others  a  recession,  and  still  others  pre- 
dict that  next  year  will  be  a  carbon 
copy  of  this  one.  Congress  and  the  ad- 
ministration have  voted  with  the  opti- 
mists. The  data  do  not  support  this 
vote,  but  they  do  not  refute  it  either. 
It  was  based  more  on  hope  than  on 
solid  analysis. 

We  will  pass  a  tax  bill,  but  we  do  not 
know  with  any  certainty  the  effect  of 
that  bill  on  the  economy.  Some  econo- 
mists think  it  will  help  in  the  long  run, 
but  hurt  in  the  short  term.  Still  others 
think  it  is  a  revolutionary  change  and 
will  revitalize  the  economy.  The  only 
certainty  is  uncertainty. 

Last  year,  Congress  passed  the 
Gramm-Rudman  bill,  which  specifies  a 
balanced  budget  by  fiscal  year  1991. 
Here  we  are,  a  year  later,  and  the 
chairman  of  the  Senate  Budget  Com- 
mittee is  publicly  despairing  that  we 
may  never  balance  the  budget.  Instead 
of  making  a  good-faith  effort  to  meet 
the  $144  billion  target,  we  are  going  to 
punt.  We  are  going  to  end  up  doing  ex- 
actly what  we  said  we  were  not  going 
to  do:  Use  the  $10  billion  in  additional 
revenues  from  the  tax  bill  to  reduce 
the  deficit. 
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What  is  wrong  with  that?  Next  year, 
in  fiscal  year  1988,  the  tax  bill  loses 
around  $15  billion.  By  using  the  $10 
billion  this  year,  we  will  be  digging 
ourselves  a  deep  hole  next  year. 

The  only  certainty  here  is  that  we 
will  not  meet  the  $144  billion  target. 
Optimists  believe  the  deficit  will  be 
around  $180  billion,  and  hope  that  a 
deficit  of  this  magnitude  will  help  the 
economy  grow.  Pessimists  believe  it 
will  be  around  $200  billion,  and  fear 
that  it  will  drag  the  economy  down. 

Mr.  President,  we  are  going  to  be 
busy  over  the  next  3  weeks.  But 
whether  our  long  hours  will  help  or 
hurt  the  economy  is  up  in  the  air.  We 
will  be  taking  a  riverboat  gamble  no 
matter  how  confident  we  sound  on 
this  floor.  The  American  people 
should  realize  this  fact. 


A  TRIBUTE  TO  ESTHER 
PETERSON 

Mr.  PROXMIRE.  Mr.  President, 
Esther  Peterson  has  been  a  part  of  the 
American  consumer  movement  since 
its  early  days.  Her  enormous  contribu- 
tions have  improved  the  quality  of 
American  life  and  have  helped  us  reor- 
der our  national  priorities.  Her  com- 
mitment and  tenacity  as  an  advocate 
for  the  consumer  remain  unsurpassed. 

She  served  the  Government  with 
great  distinction  as  Assistant  Secre- 
tary of  Labor  for  Labor  Standards 
under  President  Kennedy.  In  1970,  she 
served  as  a  consumer  adviser  to  Giant 
Food  Co.,  returning  to  the  White 
House  in  1977  as  special  assistant  to 
President  Carter  for  consumer  affairs. 

Mrs.  Peterson  has  been  called  the 
■grande  dame  of  consumerism."  A 
dynamo  of  enthusiasm  and  energy,  she 
has  a  nationwide  reputation  for  her 
political  skills,  legislative  experience, 
and  knowledge  in  consumer  matters. 

Esther  Peterson  has  made  many 
friends  over  the  years.  Her  profound 
convictions,  sincerity,  knowledge,  de- 
termination, and  brilliance  have  awed 
all  those  who  have  had  the  privilege  of 
working  with  her.  One  of  her  current 
activities  is  working  with  the  Interna- 
tional Organization  of  Consumers 
Unions,  located  in  the  Netherlands. 
This  organization  adopted  a  consumer 
policy  in  May  1986  regarding  the 
rights  of  the  modern  consumer.  Its 
theme  is  that  the  conditions  in  which 
consumers  have  to  live  must  become 
better  and  more  equitable.  It  contains 
an  outline  of  goals  aimed  at  before  the 
end  of  this  century  to  protect  and  rep- 
resent consumers  fairly.  The  title  of 
this  policy  is  the  "Consumer  Manifes- 
to 2000."  Mr.  President,  I  ask  unani- 
mous consent  that  the  "Consumer 
Manifesto  2000"  be  printed  in  the 
Record. 

There  being  no  objection,  the  mani- 
festo was  ordered  to  be  printed  in  the 
Record,  as  follows: 


Consumer  Manifesto  2000 

The  modern  consumer  movement,  born 
more  than  50  years  ago.  has  become  an  im- 
portant means  to  achieve  a  just  and  fair  so- 
ciety. 

As  we  move  toward  the  year  2000  it  re- 
mains committed  to  this  aim.  Its  theme  is 
that  the  conditions  in  which  consumers 
have  to  live  must  become  better  and  more 
equitable.  It  applauds  economic  growth  only 
when  this  leads  to  well-being  and  happiness. 

By  careful  research  and  concerted  action, 
it  sets  out  to  redress  the  imbalance  in 
knowledge  and  power  between  suppliers  and 
consumers.  It  has  concrete  economic  and 
social  ills  to  challenge,  specific  market 
abuses  to  change,  and  shortsighted  exploita- 
tive and  destructive  use  of  resources  to 
expose.  It  draws  attention  to  the  need  to 
change  bad  systems,  as  well  as  to  deal  with 
their  unpleasant  symptoms. 

The  principal  needs  of  the  consumer- 
access  to  essential  goods  and  services  and 
fair  choice,  safety,  information,  representa- 
tion, redress,  consumer  education,  and  a 
healthy  environment— form  the  agenda  of 
the  consumer  movement.  The  marketplace 
and  public  authorities  alike  should  become 
more  responsive  to  those  needs. 

Such  responsiveness  includes: 

Participation  by  consumer  organizations, 
on  an  equal  footing  with  other  corporate 
groups  in  society,  in  the  formation  of  poli- 
cies that  affect  those  they  represent: 

Ensuring  that  the  basic  needs  of  all  con- 
sumers are  met;  adequate  food,  clothing, 
shelter,  health  care,  sanitation  and  educa- 
tion: 

Measures  to  enhance  fair  competition  and 
to  control  harmful  business  and  profession- 
al practices:  for  example,  to  oppose  prac- 
tices that  mislead,  restrict  choice,  or  erect 
barriers  to  trade  so  as  to  "protect"  business 
and  state  enterprises  at  the  expense  of  the 
private  individual: 

Laws  and  standards  that  safeguard  con- 
sumers from  hazardous  goods  and  services, 
as  well  as  from  the  social  costs  of  environ- 
mental pollution:  procedures,  formal  and  in- 
formal, to  provide  effective  redress  to  ag- 
grieved consumers  at  all  income  levels: 

Accurate  and  adequate  information  to 
help  consumers  choose,  an  example  of  the 
consumer  movement's  own  contribution 
being  the  publication  by  lOCU's  affiliates  of 
comparative  test  and  survey  results:  and 

Consumer  education  to  ensure  that  all 
people  may  acquire  the  knowledge  and  skills 
necessary  to  be  informed  and  active  consum- 
ers exercising  their  rights  and  fulfilling 
their  economic  role:  special  attention  must 
be  given  to  the  needs  of  vulnerable  groups 
such  as  children,  handicapped  and  the  el- 
derly. 

We  a.ssert  the  right  of  organized  consum- 
ers to  be  represented,  heard  and  heeded— 
nationally,  regionally,  and  internationally. 

Through  lOCU,  consumer  representatives 
have  successfully  called  these  needs  and  in- 
terests to  the  attention  of  the  United  Na- 
tions. The  Guidelines  for  Consumer  Protec- 
tion, adopted  by  Resolution  of  the  General 
Assembly,  map  out  a  future  that  it  is  our 
duty  to  advocate  and  realize  for  all  consum- 
ers. By  'all",  we  mean  five  billion  consum- 
ers, organized  and  unorganized,  in  richer 
countries  and  poorer,  whose  wish  is  to  dwell 
in  peace  and  safety,  enjoying  goods  and 
services  that  are  a  fair  reward  for  honest 
work. 

The  following  are  among  the  goals  we  aim 
at  before  this  century  is  over: 

1.  Full  implementation  in  all  countries  of 
the    United    Nations    Guidelines    for    Con- 


sumer Protection  and  the  establishment 
within  the  United  Nations  of  a  monitoring 
and  assistance  system  for  such  implementa- 
tion. 

2.  Adoption  by  the  United  Nations  and 
full  implementation  by  governments  of  a 
Code  of  Conduct  on  Transnational  Corpora- 
tions. 

3.  Promoting  the  fulfillment  of  basic 
needs  of  all  consumers,  in  particular  of  the 
poor,  low  income  and  disadvantaged  groups. 

4.  Establishment  of  nc-.ional  and  interna- 
tional laws  that  prohibit  trade  in  hazardous 
products  and  eliminate  double  standards  in 
international  trade. 

5.  Establishment  of  stringent  internation- 
al guidelines  on  the  siting  and  operations  of 
potentially  hazardous  industrial  and  agricul- 
tural plants,  processes  and  practices,  includ- 
ing the  right  to  full  information  by  the  local 
community  and  the  workers. 

6.  Elimination  of  economic  practices 
which  inhibit  the  equitable  distribution  of 
food  and  the  encouragement  of  national 
and  international  food  policies  aimed  at 
meeting  people's  need  for  safe  and  nutri- 
tious food. 

7.  Implementation  of  policies  on  new  in- 
formation technology  which  ensure  on  the 
one  hand  the  fair  protection  of  consumers 
and  on  the  other  that  they  can  make  full 
use  of  that  technology  for  their  own  bene- 
fit. 

8.  Development  of  testing  and  research 
with  particular  reference  to  the  needs  of 
Third  World  countries,  building  on  the  ex- 
perience, skills  and  resources  of  lOCU's  test- 
ing organizations. 

9.  The  reduction  and  finally  dismantling 
of  trade  barriers  which  have  a  negative 
impact  on  consumers  and  the  establishment 
of  national  bodies  with  consumer  represen- 
tation to  analyse  and  publish  the  relevant 
information -concerning  the  costs  and  bene- 
fits of  proposed  and  existing  trade  controls. 

10.  Ensuring  responsiveness  of  monopolies 
providing  services  to  consumers,  including 
ways'  to  measure  their  performance  in  rela- 
tion to  meeting  the  needs  of  consumers  and 
to  ensure  accountibility. 

Looking  towards  the  year  2000.  lOCU  and 
its  member  organizations  reaffirm  their 
commitment  to  produce  social  change.  We 
shall  do  so  by  striving  to  attain  the  goals  set 
out  above.  We  shall  vigorously  continue  to 
work  within  and  strengthen  the  networks 
and  programmes  already  established  to 
fight  hazardous  commercial  practices.  We 
shall  intensify  our  efforts  to  seek  fair  pro- 
tection of  consumers  and  representation  of 
their  interests  in  the  economic  field.  In  all 
this  our  aim  will  be  to  further  a  society  re- 
sponsive to  the  consumer  interest. 


D  1000 

RECOGNITION  OF  SENATOR 
HEINZ 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
Pennsylvania  [Mr.  Heinz]  is  recog- 
nized for  not  to  exceed  5  minutes. 

Mr.  HEINZ.  I  thank  the  Chair. 


ORGAN  PROCUREMENT  AND 
TRANSPLANTATION  NETWORK 
ACT 

Mr.  HEINZ.  Mr.  President,  there  is 
new  evidence  of  human  organs  being 
peddled  to  the  highest  bidder.  That  in- 
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formation  was  released  last  month  in  a 
report  by  the  U.S.  Department  of 
Health  and  Human  Services.  I  must 
tell  you  I  read  with  shock  and  I  read 
with  outrage  that  almost  300  foreign 
nationals  got  kidney  transplants 
ahead  of  the  nearly  8.000  Americans 
on  the  waiting  list.  Another  250  kid- 
neys were  exported  out  of  the  country, 
and  they  were  exported  at  a  cost  to 
the  Medicare  Program  of  some  $8,000 
to  $10,000  apiece. 

This  may  seem  like  a  modest  prob- 
lem to  some  people,  but  if  you  are  sick, 
if  you  are  ill,  it  is  literally  a  vital  ques- 
tion, and  we  have  to  put  an  immediate 
halt  to  the  practice  I  have  described. 
We  need  to  ensure  that  donated 
organs  are  given  to  those  who  need 
them  most,  not  just  those  who  can 
most  afford  them.  So  today  I  am  intro- 
ducing legislation  to  do  exactly  that. 
My  bill  will  give  the  Government  the 
power  to  enforce  medical  need,  I 
repeat,  medical  need,  as  the  primary 
criteria  of  who  receives  an  organ 
transplant  in  this  country  and  I  think 
we  will  thereby  protect  our  voluntary 
system  of  organ  donation. 

Mr.  President,  very  simply,  human 
organs  are  a  scarce  national  resource 
that  is  only  available  because  of  the 
generous  spirit  of  the  American 
people.  To  ensure  that  this  generosity 
continues,  we  have  to  build  confidence 
into  this  system  on  a  foundation  of 
equity  and  fairness.  Such  faith  is 
eroded  when  we  and  the  American 
people  hear  from  the  inspector  gener- 
al of  the  Department  of  Health  and 
Human  Services  that  each  year  the 
pool  of  available  organs  is  drained  by 
those  who  skip  ahead  of  others  in  line 
if  the  price  is  high  enough. 

The  implications  of  this  greed  and 
favoritism  are  both  alarming  and 
deeply  troubling.  For  the  individual,  it 
means  a  longer  wait  for  an  organ 
transplant.  For  others  it  is  a  threat  to 
health,  and  for  still  others  life  itself. 
For  the  Nation,  organ  sharing  is  dis- 
couraged. Medicare  costs  are  in- 
creased, and  organ  donation  is  jeop- 
ardized when  preference  is  made  for 
financial  gain. 

Earlier  this  week  the  Senate  Finance 
Committee  adopted  a  provision  I  spon- 
sored which  would  give  Medicare 
better  control  over  the  agencies  which 
procure  the  organs  and  the  hospitals 
which  transplant  them.  The  legisla- 
tion I  introduce  today  would  further 
strengthen  our  existing  organ  procure- 
ment network  and  it  incorporates  rec- 
ommendations made  by  the  task  force 
on  organ  transplantation. 

This  legislation  will  provide  the  en- 
forcement tools  to  make  medical  need, 
as  I  mentioned,  the  primary  criteria 
for  the  distribution  of  organs  for 
transplants  in  this  country.  The  net- 
work will  have  exclusive  responsibility 
for  organ  assignment  when  the  organ 
carmot  be  used  in  the  region  in  which 
it  is  donated,  routing  the  current  prac- 


tice of  cronyism  which  is  employed  by 
some  hospitals  in  the  sharing  of 
organs. 

Under  this  bill,  any  person  who  ex- 
ports or  imports  organs  outside  the  au- 
thority of  the  network  will  be  subject 
to  a  fine,  a  jail  sentence  or  both.  Per- 
sons caught  advertising  or  soliciting 
potential  nonimmigrant  organ  donors 
also  will  face  stiff  fines  or  heavy  jail 
sentences.  This  bill  also  states  that  it 
is  the  sense  of  Congress  that  States 
should  prohibit  the  sale  of  insurance 
policies  which  would  give  the  holder  of 
that  insurance  policy  preference  over 
others  or  access  to  an  exclusive  pool  of 
organs  for  transplantation.  States  are 
called  upon  to  actively  and  aggressive- 
ly enforce  the  1984  National  Organ 
Transplant  Act  to  ensure  that  this 
precious  natural  resource  is  used  in 
the  public  interest. 

Since  the  first  blood  transfusion  in 
1918,  advancements  in  medical  tech- 
nology have  enabled  us  to  transplant 
kidneys,  heart,  skin,  heart-lung,  lung, 
pancreas,  liver,  bone,  and  bone 
marrow.  As  the  benefits  of  such  tech- 
nology multiply,  so  will  the  tempta- 
tion to  profit  at  the  expense  of  the 
needy.  The  legislation  I  propose  today 
reaffirms  the  intent  of  Congress  that 
there  be  equal  access  for  all  who  need 
a  transplant  operation  and  gives  us 
the  measure  of  prevention  necessary 
to  ensure  that  such  miracles  will  not 
become  a  luxury  only  the  rich  can 
afford. 


RECOGNITION  OF  SENATOR 
DANFORTH 

The  PRESIDING  OFFICER  (Mr. 
D'Amato).  Under  the  previous  order, 
the  Senator  from  Missouri  [Mr.  Dan- 
forth]  is  recognizerd  for  5  minutes. 


THE  U.S.  ECONOMY 

Mr.  DANFORTH.  Mr.  President, 
today's  Washington  Post  carries  a 
story,  the  headline  of  which  is,  "U.S. 
Economy  Nears  a  Standstill— Spring 
Performance  Is  Weakest  Since  1982 
Recession,  Report  Says." 

Two  of  the  paragraphs  in  the  article 
are  as  follows: 

The  U.S.  economy  was  at  a  near  standstill 
this  spring  with  growth  at  a  slight  0.6  per- 
cent annual  rate,  the  weakest  performance 
since  the  end  of  the  recession  in  1982,  the 
Government  reported  yesterday. 

And  then  the  second  paragraph 
from  the  same  article: 

The  GNP  report  said  the  trade  deficit  sub- 
tracted $28  billion  from  GNP  growth  in  the 
April-June  quarter.  $3.4  billion  worse  than 
the  earlier  estimates.  Exports  declined  at  an 
annual  rate  of  9.8  percent,  in  part  because 
of  a  slump  in  U.S.  farm  sales  overseas,  while 
imports  were  rising  at  a  rate  of  18.5  percent. 

Mr.  President,  I  ask  unanimous  con- 
sent that  this  article  from  the  Wash- 
ington Post  be  printed  in  the  Record. 


There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

[Prom  the  Washington  P'ost,  Sept.  19.  1986] 

U.S.  Economy  Nears  a  Standstill— Spring 
Performance  Is  Weakest  Since  1982  Re- 
cession. Report  Says 

(By  Martin  Crutsinger) 

The  U.S.  economy  was  at  a  near  standstill 
this  spring  with  growth  at  a  slight  0.6  per- 
cent annual  rate,  the  weakest  performance 
since  the  end  of  the  recession  in  1982,  the 
government  reported  yesterday. 

The  Reagan  administration  cited  recent 
economic  reports  to  support  a  belief  that 
better  days  are  ahead,  but  private  analysts 
were  not  as  optimistic. 

The  new  report  on  growth  in  the  gross  na- 
tional product  from  April  through  June  rep- 
resented no  change  in  the  overall  figure 
from  an  earlier  estimate  a  month  ago  even 
though  the  country's  trade  performance 
was  even  weaker  than  originally  believed. 

Inflation  continued  at  extremely  low 
levels,  with  a  price  index  tied  to  the  GNP 
rising  at  an  annual  rate  of  just  1.8  percent. 

This  increase  in  the  GNP  deflator,  which 
measures  a  changing  selection  of  goods,  was 
the  lowest  since  the  spring  of  1967  and  re- 
flected the  dramatic  plunge  in  energy  prices 
this  year. 

Administration  officials,  who  have  been 
forecasting  substantially  higher  growth  in 
the  second  half  of  the  year,  said  they  were 
not  disappointed  that  the  GNP  figure  for 
the  second  quarter  was  not  revised  upward. 

White  House  spokesman  Larry  Speakes, 
traveling  with  President  Reagan  on  a  cam- 
paign trip  to  Louisiana  and  Alabama,  noted 
there  have  been  signs  of  stronger  economic 
activity  in  the  current  quarter,  including  de- 
clines in  unemployment  and  increases  in  in- 
dustrial production.  "In  short,  we  expect  a 
solid  performance  in  the  second  half  of  the 
year  and  see  no  signs  of  an  end  to  the 
Reagan  economic  expansion, "  Speakes  said. 

The  administration  is  calling  for  the  GNP 
to  expand  this  year  by  3.2  percent,  which 
would  mean  the  economy  must  grow  in  the 
second  half  of  the  year  at  a  4.2  percent 
annual  rate  to  reach  that  target. 

While  economists  are  looking  for  some 
pickup  in  activity  in  the  second  half,  most 
believe  the  increase  will  be  far  below  the  ad- 
ministration's expectations.  A  few  are  ex- 
pressing the  minority  view  that  the  country 
is  skating  dangerously  close  to  a  recession 
because  of  the  deteriorating  trade  problems. 

The  GNP  report  said  the  trade  deficit  sub- 
tracted $28  billion  from  GNP  growth  in  the 
April-June  quarter,  $3.4  billion  worse  than 
the  earlier  estimate.  Exports  declined  at  an 
annual  rate  of  9.8  percent,  in  part  because 
of  a  slump  in  U.S.  farm  sales  overseas,  while 
imports  were  rising  at  a  rate  of  18.5  percent. 

Concern  over  the  deteriorating  trade  situ- 
ation prompted  new  tough  talk  from  Treas- 
ury Secretary  James  A.  Baker  III,  who 
warned  that  the  administration  is  prepared 
to  drive  the  dollar's  value  lower  against 
other  currencies  unless  Japan  and  West 
Germany  do  more  to  stimulate  economic 
growth. 

The  Commerce  Department  two  months 
ago  estimated  growth  in  the  second  quarter 
at  1.1  percent,  revising  that  to  0.6  percent 
last  month  and  in  the  current  report. 

While  the  new  report  did  increase  the 
trade  deficit  by  $3.4  billion,  this  was  can- 
celed by  a  revision  in  business  inventories. 
Inventory  growth  still  plummented  during 
the  quarter  at  an  annual  rate  of  $24.8  bil- 
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lion, but  this  decline  was  $3.5  billion  less 
than  estimated  last  month. 

Personal  consumption  spending  continued 
to  carry  the  economy  in  the  April-June 
quarter,  rising  at  an  annual  rate  of  $35.7  bil- 
lion, a  3.4  percent  advance.  Also  providing 
strength  was  a  14.5  percent  rise  in  housing 
construction,  which  has  benefited  from  fall- 
ing mortgage  rates  this  year. 

Business  investment  fell  again  in  the 
second  quarter,  reflecting  continued  large 
reductions  in  oil  and  gas  exploration  t>e- 
cause  of  falling  prices. 

In  a  separate  report,  the  government  said 
after-tax  profits  of  U.S.  corporations  rose 
2.1  percent  in  the  second  quarter  following 
a  3  percent  decline  in  the  first  three  months 
of  1986.  This  was  a  revision  from  a  report 
last  month  that  put  the  gain  in  profits  at  a 
stronger  4.1  percent. 


TAX  OVERHAUL 

Mr.  DANPORTH.  Mr.  President,  2 
days  ago,  on  June  17,  another  article 
appeared  in  the  Washington  Post  by 
Anne  Swardson.  The  title  of  this  arti- 
cle is,  "Congresssional  Tax  Overhaul 
Provisions  Could  Harm  U.S.  Multina- 
tional Companies." 

It  is  pointed  out  in  this  article  that 
the  effect  of  the  tax  bill,  which  we  will 
be  taking  up  in  the  Senate  the  end  of 
next  week  or  the  following  week,  will 
add  $6  billion  in  new  taxes  which  are 
specifically  aimed  at  American  busi- 
nesses struggling  to  do  business 
abroad. 

Mr.  President,  I  ask  unanimous  con- 
sent that  this  article  in  the  September 
17  Washington  Post  be  printed  in  the 
Record. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

[Prom  the  Washington  Post.  Sept.  17,  1986] 
Congressional  Tax   Overhaul  Provisions 

Could  Harm  U.S.  Multinational  Compa- 
nies 

(By  Anne  Swardson) 

Foreign  operations  of  U.S.  multinational 
companies  could  be  reduced  as  a  result  of 
provisions  of  the  sweeping  tax-overhaul  leg- 
islation awaiting  final  approval  by  Congress, 
tax  experts  believe. 

The  net  effect  of  the  complex  foreign  tax 
provisions,  agreed  upon  in  secret  by  a  con- 
gressional conference  committee  last 
month,  could  encourage  U.S.  firms  to  have 
fewer  overseas  subsidiaries  and  expand  their 
exports  instead,  analysts  said. 

"I  don't  know  if  you  can  break  it  down  by 
industry,  but  certainly  U.S. -based  multina- 
tionals are  going  to  bear  the  brunt  of  it." 
David  Benson,  international  tax  manager 
for  the  accounting  firm  of  Coopers  &  Ly- 
brand.  said  of  the  bill's  foreign  tax  provi- 
sions. "With  some  exceptions,  what  they 
have  done  is  taken  the  worst  of  the  House 
bill  and  the  worst  of  the  Senate  bill." 

Almost  every  U.S.  multinational  firm 
would  be  touched  in  one  way  or  another  by 
the  massive  bill.  Even  though  its  foreign 
provisions  are  only  a  small  part  of  the  pack- 
age, they  affect  basic  issues  of  international 
taxation  and  would  raise  the  taxes  of  many 
companies  involved  overseas. 

"To  me.  the  straightforward  bottom  line 
is  that  they  added  $8  billion  in  new  taxes 
specifically  aimed  at  this  sector,  at  a  time 


when  it's  questionable  whether  any  increase 
can  be  absorbed,"  said  Raymond  J.  Wiacek, 
tax  counsel  with  the  law  firm  Jones  Day 
Reavis  &  Pogue. 

Several  of  the  bill's  provisions  would  most 
affect  firms  that  operate  in  high-tax  coun- 
tries such  as  West  Germany  and  Prance,  but 
a  surprise  item  inserted  at  the  last  minute 
also  could  remove  much  of  the  incentive  for 
companies  to  set  up  operations  in  low-tax 
countries  such  as  Ireland. 

The  principal  provisions  affecting  multi- 
nationals are  there: 

It  would  l>e  harder  to  take  the  foreign  tax 
credit,  which  offsets  U.S.  taxes  on  foreign- 
earned  income  to  the  extent  that  it  is  taxed 
overseas.  Income  would  be  placed  in  differ- 
ent categories— shipping,  banking,  passive 
and  active— and  credits  generated  from  one 
category  could  not  be  averaged  with  those 
from  another  to  reduce  U.S.  taxes. 

"It's  not  quite  a  nightmare,  but  the  ad- 
ministrative burden  posed  by  the  change  in 
the  foreign  tax  credit  is  extremely  signifi- 
cant," Benson  said.  "For  small  firms,  it  is 
entirely  possible  it  will  discourage  invest- 
ment abroad." 

In  one  of  the  few  areas  left  unchanged, 
companies  exporting  goods  from  the  United 
States  could  continue  to  report  half  of 
export  revenue  as  if  most  or  all  of  it  were 
earned  overseas.  The  House  bill  would  have 
deemed  the  income  earned  in  the  United 
States,  so  that  the  foreign  tax  credit  could 
not  be  taken  against  it  if  the  company  also 
earned  income  abroad. 

"This  obviously  helps  to  keep  our  exports 
more  competitive  here  at  home  and  keeps 
the  cost  of  being  a  U.S.  exporter  down."  said 
William  Canis,  Washington  representative 
of  Caterpillar  Inc. 

A  last-minute  addition  to  the  conference 
bill  would  affect  companies  that  transfer 
"intangibles,"  such  as  patents  or  licenses,  to 
a  foreign  manufacturing  subsidiary.  They 
would  have  to  take  in  payment  for  the  in- 
tangible an  amount  equal  to  the  income 
that  would  come  from  sale  of  the  manufac- 
tured product. 

Thus,  for  example,  almost  all  of  a  hypo- 
thetical $1,000  earned  from  a  plant  in  Ire- 
land would  have  to  be  repatriated  to  the 
U.S.  parent  firm  and  taxed  at  those  rates, 
rather  than  at  the  low  rates  offered  in  Ire- 
land. 

"I  represent  60  companies  with  $700  bil- 
lion in  worldwide  sales  and  5  million  work- 
ers. Almost  all  of  my  companies  would  be  af- 
fected "  by  the  intangibles  provision,  said 
Robert  McNeill,  executive  vice  chairman  of 
a  lobbying  group  called  Emergency  Commit- 
tee for  American  Trade. 

The  same  provision  would  affect  many 
U.S.  firms  with  operations  in  Puerto  Rico 
and  other  U.S.  possessions.  Because  much  of 
the  income  from  those  operations  would 
have  to  be  returned  to  the  United  States, 
the  tax  credit  that  essentially  wipes  out 
taxes  on  profits  earned  in  U.S.  possessions 
would  have  little  value. 

In  a  resolution  of  a  long-standing  dispute, 
the  legislation  would  require  that  a  portion 
of  research  -and  development  expenditures 
be  allocated  to  overseas  operations.  Gener- 
ally, companies  prefer  to  allocate  expenses 
to  their  domestic  operations  and  income  to 
the  foreign  operations,  in  order  to  maximize 
use  of  the  foreign  tax  credit. 

Similarly,  interest  expenses  would  have  to 
be  spread  among  related  companies  based 
on  the  proportion  of  assets  located  overseas, 
so  that  the  deductions  cannot  be  taken  only 
in  the  United  States. 

Companies  no  longer  could  shelter  for- 
eign-earned income  from  taxation  by  invest- 


ing it  in  banking  or  shipping  operations  out- 
side the  United  States.  Although  foreign- 
earned  income  generally  is  not  taxed  until  it 
returns  to  American  shores,  banking  and 
shipping  income  would  be  subject  to  tax- 
ation immediately  wherever  it  is  earned. 

Perhaps  as  important  as  this  entire  list  is 
the  bill's  sharp  reduction  in  the  corporate 
tax  rate,  which  would  fall  from  the  current 
46  percent  to  40  percent  in  1987  and  34  per- 
cent thereafter.  The  reduced  rate  would 
leave  firms  with  operations  in  high-tax 
countries  with  excess  foreign  tax  credits. 

For  example,  a  U.S.  sul>sidiary  operating 
in  The  Netherlands,  which  has  a  corporate 
tax  rate  of  43  percent,  would  pay  $43  to  that 
country  on  a  $100  sale  and  could  reduce  its 
U.S.  taxes  by  $43.  so  that  the  tax  paid  to 
the  United  States  would  be  $3.  If  the  U.S. 
rate  fell  to  34  percent.  $9  in  foreign  tax 
credits  could  not  be  applied  to  U.S.  income 
and  the  firm  would  get  no  net  benefit  from 
the  corporate-rate  reduction. 


A  REVOLUTIONARY  TAX  BILL 

Mr.  DANPORTH.  Mr.  President,  we 
are  going  to  be  debating  in  the  next 
week  or  so  what  has  been  accurately 
described  as  a  revolutionary  tax  bill, 
perhaps  the  most  revolutionary  tax 
legislation  we  have  ever  had.  We  are 
going  to  be  taking  up  the  conference 
report  on  the  tax  bill  against  a  back- 
ground of  economic  events  in  which 
the  gross  national  product  is  limping 
along  at  a  lower  pace  since  the  reces- 
sion of  1982.  We  are  taking  up  the  tax 
bill  against  a  background  of  American 
investment  in  new  equipment  declin- 
ing since  last  year,  and  we  are  taking 
up  a  tax  bill  against  the  background  of 
record  and  increasing  deficits  in  trade. 

We  are  meeting  those  problems  by  a 
bill  which  finances  individual  and 
business  rate  cuts  by  targeting  tax  in- 
creases against  Americans  who  are 
trying  to  do  business  abroad  and 
against  our  industrial  sector  which  is 
struggling  to  keep  up  with  foreign 
policy. 

D  1010 

I  raised  the  question  at  this  time  be- 
cause I  believe  that  when  the  confer- 
ence report  comes  to  us,  it  deserves 
something  more  than  summary  consid- 
eration on  the  part  of  the  Senate. 

The  test  of  any  tax  bill  should  not 
be  who  gets  what  but,  rather,  what 
the  tax  bill  does  for  the  economy  of 
our  country  and  for  the  long-term 
health  of  the  United  States. 

I  will  be  raising  questions  during  the 
debate  as  to  whether  a  bill  which  is  de- 
signed to  increase  consumer  spending 
and  to  make  it  more  expensive  to  mod- 
ernize our  plants  and  to  do  business 
abroad  serves  the  best  interests  of  our 
country.  I  submit  that  it  does  not.  The 
debate,  of  course,  will  continue. 

Mr.  President,  I  yield  the  floor,  and  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roll. 
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Mr.  SASSER.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


RECOGNITION  OF  SENATOR 
SASSER 

The  PRESIDING  OFFICER.  Pursu- 
ant to  the  previous  order,  the  Senator 
from  Tennessee  [Mr.  Sasser]  is  recog- 
nized for  not  to  exceed  5  minutes. 


D  1020 
THE  MEDICARE  PARADOX 

Mr.  SASSER.  Mr.  President,  most 
Americans  breathed  a  sigh  of  relief 
when  Medicare  came  into  existence  in 
1965.  They  felt  confident  they  could 
now  count  on  full  health  care  coverage 
in  old  age  Cruelly,  many  of  them  have 
been  disappointed. 

Now  no  one  can  deny  that  the  Medi- 
care Program  has  been  a  blessing  to 
our  senior  citizens.  It  pays  for  critical 
health  care  services  that  many  older 
Americans  would  otherwise  not  be 
able  to  afford. 

Yet,  there  is  a  fundamental  paradox 
in  the  Medicare  Program.  Medicare— 
the  Federal  Governments  health  care 
program  for  senior  citizens— virtually 
ignores  that  age  groups  unique  health 
care  needs. 

Medical  experts  tell  us  that  health 
care  for  the  elderly  is  substantially 
different  from  health  care  for  younger 
persons.  The  elderly  are  not  simply 
older  patients.  They  are  plagued  by  a 
host  of  chronic,  age-related  condi- 
tions—conditions such  as  arthritis,  os- 
teoporosis, urinary  incontinence,  de- 
pression, and  senile  dementia.  These 
conditions  require  preventive  care  to 
avoid  further  disability.  They  require 
long-term  care  once  patients  can  no 
longer  be  managed  at  home. 

However,  the  Medicare  Program 
does  not  reflect  these  basic  health  dif- 
ferences between  the  young  and  the 
aged.  It  does  not  cover  preventive  or 
long-term  health  care  services— the 
very  services  many  elderly  cannot  live 
without. 

We  have  this  contradiction  in  our 
health  care  system  for  older  citizens 
partly  because  the  Medicare  system 
was  designed.  I  think,  inappropriately 
after  private  health  insurance  pro- 
grams that  were  in  existence  at  that 
time  for  employees.  These  job-based 
health  insurance  programs  protect 
beneficiaries  primarily  against  the 
costs  of  hospitalization  for  acute  ill- 
ness. Such  coverage  for  short-term 
acute  illnesses  are  appropriate  for 
young  and  middle-age  working  people, 
because  their  major  health  care  threat 
is  acute  illness. 

Yet,  the  major  threat  to  the  elder- 
lys  financial  security  is  not  the  cost  of 
short-term  acute  care.  It  is  the  cost  of 
long-term  care  resulting  from  chronic 


physical  and  mental  disabilities  that 
looms  as  the  major  health  care  risk 
for  many  elderly  Americans. 

In  essence,  Medicare  helps  the  elder- 
ly survive  short-term  acute  illnesses 
only  to  deny  them  treatment  or  let 
them  fall  into  poverty  when  they  need 
long-term  health  care. 

We  have  turned  the  huge  problem  of 
long-term  care  over  to  Medicaid.  But 
the  unfortunate  fact  with  this  is  that 
Medicaid  comes  to  the  aid  of  patients 
only  after  they  and  their  families  have 
lost  their  financial  independence  and 
spent  themselves  into  poverty  in  an 
effort  to  meet  their  health  care  needs. 
Along  the  way,  many  lose  their  self-re- 
spect as  they  have  to  apply  for  Medic- 
aid. 

Mr.  President.  Medicare  gives  many 
senior  citizens  a  false  sense  of  security. 
The  painful  truth  is  that  Medicare 
does  not  meet  the  health  needs  of  the 
age  group  for  which  it  was  created. 
There  are  great  gaps  in  Medicare  cov- 
erage—gaps which  the  elderly  now 
have  to  fill  with  money  out  of  their 
own  pockets. 

Medicare  pays  for  only  about  45  per- 
cent of  the  elderlys  average  health 
care  costs.  Medicare  does  an  adequate 
job  of  helping  seniors  pay  the  costs  of 
short-term  hospitalization.  But  it  does 
virtually  nothing  to  help  elderly  per- 
sons pay  for  the  tremendous  costs  as- 
sociated with  chronic,  catastrophic  ill- 
nesses. 

Partly  out  of  frustration  and  partly 
our  of  fear,  senior  citizens  are  pur- 
chasing supplemental  health  insur- 
ance—commonly referred  to  as  medi- 
gap  policies.  About  90  percent  of  all  el- 
derly now  own  these  policies. 

Many  elderly  believe  their  supple- 
mental Medi-Gap  policies  will  pick  up 
everything  that  Medicare  does  not 
pay.  That  is  not  a  fact.  They  do  not. 
In  fact,  most  of  these  policies  cover 
none  of  the  costs  of  nursing  home 
care.  As  a  result,  they  so  not  fill  the 
largest  gap  left  by  Medicare. 

Dr.  Robert  Butler,  one  of  America's 
foremost  authorities  on  aging,  states 
that- 

Pre.sent  Medi-Gap  policies  are  a  sham. 
They  are  wasteful,  consuming  $10  to  $12  bil- 
lion that  could  be  put  back  into  a  decent, 
comprehensive,  restructured  Medicare. 

Clearly.  Medi-Gap  policies  are  not 
the  best  solution  to  the  shortcomings 
in  the  Medicare  program.  Our  senior 
citizens  need  comprehensive  health 
care  coverage.  We  must  restructure 
Medicare  to  meet  their  needs.  And  we 
must  begin  to  act  now  on  this  very 
critical  and  crucial  problem. 

President  Reagan  has  asked  the  Sec- 
retary of  Health  and  Human  Services, 
Dr.  Otis  Bowen,  to  conduct  a  yearlong 
study  of  catastrophic  health  insur- 
ance. The  truth  is  that  the  time  for 
studying  this  particular  problem  is" 
long  past.  I  agree  with  Dr.  Butler  who 
states: 


We  have  been  studying  this  topic  ad  nau- 
seum.  We  need  action.  We  need  a  tight  time- 
frame. We  need  specific,  concise  recommen- 
dations to  act  upon.  People  who  are  suffer- 
ing today  cannot  wait. 

That  is  why  I  have  introduced  legis- 
lation which  eliminates  the  fundamen- 
tal contradiction  in  Medicare.  My  leg- 
islation. S.  2358,  focuses  on  the  special 
health  care  needs  of  the  elderly. 

Let  me  just  explain  to  my  colleagues 
what  this  bill  does. 

First,  the  bill  expands  Medicare  cov- 
erage to  pay  for  the  costs  of  long-term 
care,  such  as  nursing  home  care  and 
extended  hospital  stays.  This  will  offer 
protection  to  millions  of  Americans 
from  the  financial  ravages  of  long- 
term  care.  No  longer  will  elderly 
Americans  have  to  impoverish  them- 
selves, sell  their  homes,  sell  their  pos- 
sessions, to  pay  for  long-term  care. 

Second,  it  pays  for  certain  types  of 
preventive  care— such  as  periodic  phy- 
sicals and  dental,  eye,  and  hearing  ex- 
aminations. Preventive  care  is  critical 
to  older  persons,  because  it  can  spot 
potential  problems  early  on— which  if 
undetected— could  become  debilitat- 
ing. 

Mr.  President,  I  urge  my  colleagues 
to  join  my  efforts  in  restructuring  the 
Medicare  Program.  It  will  not  be  an 
easy  task  but  it  is  an  essential  one. 

We  must  not  forget  that  today's 
children  will  be  tomorrow's  senior  citi- 
zens. Actions  we  take  now  to  ease  the 
suffering  of  our  elderly  will  offer  hope 
of  a  better  life  for  our  children  as  they 
approach  their  golden  years. 


RECOGNITION  OF  SENATOR 
MATTINGLY 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
Georgia  [Mr.  MattinglyI  is  recog- 
nized for  a  period  not  to  exceed  5  min- 
utes. 

The  Senator  from  Georgia. 


MIA/POW  DAY  OF  RECOGNITION 

Mr.  MATTINGLY.  Mr.  President, 
today,  September  19,  1986,  is  National 
POW/MIA  Recognition  Day.  It  was  so 
designated  when  the  President  signed 
into  law  Senate  Joint  Resolution  220 
on  June  19  of  this  year.  I  had  intro- 
duced Senate  Joint  Resolution  220  at 
about  this  time  last  year.  It  passed  the 
Senate  with  61  cosponsors  and  was 
subsequently  passed  by  the  House  of 
Representatives  after  a  companion 
resolution  introduced  by  Congressman 
SoLARz  garnered  237  cosponsors. 

The  broad  bipartisan  support  for 
this  resolution  serves  as  a  clear  signal 
of  the  importance  that  Congress  and 
thus  the  American  people  place  on 
this  issue. 

Seven  previous,  similar  days  of  rec- 
ognition have  been  designated  by  Con- 
gress. I  know  that  every  Member  joins 
me  in  the  hope  and  the  prayer  that 
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the  day  will  soon  be  upon  us  when  we 
will  have  finally  obtained  the  full  ac- 
counting that  we  have  sought  for  so 
long  on  the  fate  of  the  more  than 
2.400  Americans  who  remain  missing 
in  Southeast  Asia. 

There  may  be  differing  ideas  on  how 
best  to  reach  this  goal,  but  there  is  no 
dispute  about  the  goal  itself  or  about 
the  need  for  every  American  to 
become  involved  in  the  effort,  whether 
that  involvement  takes  the  form  of  a 
quiet  prayer,  a  contribution  of  time  or 
other  resources,  or  through  any 
number  of  other  ways  to  help  this 
cause. 

In  one  of  his  weekly  radio  addresses 
this  summer,  the  President  caught  the 
spirit  that  motivates  the  efforts  to 
achieve  the  fullest  possible  accounting 
of  servicemen  still  missing. 

"We  mean  to  end  your  heartache 
and  uncertainty."  the  President  said, 
addressing  himself  to  relatives  of  the 
missing.  'We  will  vigorously  pursue 
the  answers  you  seek  and  deserve",  he 
continued.  "All  Americans,  after  all, 
have  a  common  goal  in  this  endeavor. 
•  •  •  They  were  our  loved  ones  and 
our  fellow  Americans  and  they  were,  I 
am  certain  time  will  tell,  part  of  a 
noble  cause",  the  President  concluded. 

Mr.  President,  the  resolution  itself 
honors  all  Americans  in  all  wars  who 
have  served  our  Nation  so  bravely 
under  such  terribly  difficult  condi- 
tions. But  it  has  special  meaning  for 
those  who  still  await  word  on  the  fate 
of  loved  ones  who  remain  missing  in 
Southeast  Asia.  I  commend  the  efforts 
that  have  been  made  on  behalf  of  this 
cause  by  the  National  League  of  Fami- 
lies of  American  Prisoners  and  Missing 
in  Southeast  Asia,  its  executive  direc- 
tor, Ms.  Ann  Mills  Griffiths,  and  its 
entire  membership. 

Finally,  Mr.  President,  it  seems  to 
me  to  be  entirely  appropriate  today  to 
remember  in  our  prayers  those  Ameri- 
cans who  are  held  against  their  will  in 
other  parts  of  the  world  and  who,  in  a 
sense,  are  prisoners  in  a  war  being 
waged  against  all  Americans  and  every 
principle  for  which  America  stands. 

I  hope  all  my  colleagues  will  join  me 
today,  Mr.  President,  in  appropriate 
reflection,  tribute  and  vows  of  re- 
newed effort  toward  the  goals  that  we 
seek  and  share. 


D  1030 

ROUTINE  MORNING  BUSINESS 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  there  will  now  be  a 
period  for  the  transaction  of  routine 
morning  business  for  not  to  extend 
beyond  the  hour  of  10:30  a.m.  with 
statements  limited  therein  to  5  min- 
utes each. 


OPPOSITION  TO  THE  PROVISION 
OF  BUDGET  RECONCILIATION 
LEGISLATION  REQUIRING 

MANDATORY  MEDICARE  EN- 
ROLLMENT FOR  STATE  AND 
LOCAL  WORKERS 

Mr.  HECHT.  Mr.  President,  I  rise 
today  to  express  my  firm  opposition  to 
a  provision  included  in  the  Senate  Fi- 
nance Committee's  budget  reconcilia- 
tion package  which  would  require  all 
current  State  and  local  employees  to 
enroll  in  the  Medicare  Program. 

At  present,  in  my  own  State  of 
Nevada,  a  very  small  percentage  of 
municipal  workers  are  enrolled  in 
Medicare— due  to  the  excellent  health 
care  benefit  packages  offered  these 
employees  at  the  local  level.  Conse- 
quently, enactment  of  this  mandatory 
enrollment  provision  would  cost  the 
State's  municipal  employers  and  em- 
ployees nearly  $30  million  per  year— a 
rather  hefty  sum  by  Nevada  stand- 
ards. Nevada,  however,  is  not  alone  in 
this  situation,  a  number  of  other 
States,  the  municipal  employees  of 
which  also  presently  have  locally  ad- 
ministered health  plans,  would  like- 
wise be  subjected  to  a  comparably 
large,  unexpected,  and  problematic  ex- 
penditure requirement. 

Mr.  President  I  wish  to  point  out  to 
all  of  my  colleagues,  and  particularly 
to  those  from  States  in  a  similar  cir- 
cumstance, that  such  an  added  finan- 
cial burden,  coming  at  a  time  of  large 
reductions  in  Federal  funding  received 
by  municipalities,  and  concurrent  in- 
creased outlays  for  numerous  required 
local  Government  expenses— such  as 
liability  insurance  premiums— would 
inevitably  cause  tremendous  fiscal 
hardship  for  local  governments. 

Moreover,  the  adverse  impact  of 
such  a  requirement  would  be  com- 
pounded by  the  proposed  implementa- 
tion date  of  July  1.  1987.  Under  such  a 
timeframe.  State  and  local  govern- 
ments would  have  very  little  margin 
for  the  modification  of  their  planned 
budgets  which  this  mandate  would  ne- 
cessitate. 

Mr.  President,  as  is  standard  practice 
in  a  number  of  States,  Nevada  main- 
tains a  cap  on  the  amount  in  which 
municipalities  may  increase  taxes  each 
year.  Such  caps,  in  wide  use  across  the 
country  and  effective  heretofore  at 
achieving  the  goal  of  fiscal  conserv- 
atism for  which  they  were  established, 
would  make  it  very  difficult  to  raise 
the  additional  moneys  that  this  man- 
datory enrollment  provision  would  re- 
quire. For  I  dare  say,  many  jurisdic- 
tions in  the  affected  States  would  need 
to  increase  taxes  due  to  this  require- 
ment. 

Mr.  President,  for  the  reasons  set 
forth  herein  let  me  reiterate  my  firm 
opposition  to  this  proposal,  and  en- 
courage the  Senate  to  drop  it  during 
floor  or  conference  consideration  of 
the  budget  reconciliation  bill.  I  would 
also  ask  that  a  letter  received  by  me 


from  the  city  of  North  Las  Vegas.  NV, 
be  inserted  along  with  my  remarks,  as 
I  feel  that  this  correspondence  aptly 
demonstrates  the  concerns  of  all  of 
the  local  governments  in  my  State. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

City  of  North  Las  Vegas, 
NoTth  Las  Vegas,  NV.  August  6.  1986. 
Senator  Chic  Hecht. 
Hart  Building.  Washington,  DC. 

Dear  Senator  Hecht:  We  wish  to  express 
our  strong  opposition  to  Federal  legislation  ' 
which  is  being  considered  that  would  re- 
quire employees  of  local  governments,  such 
as  ours,  to  join  the  Federal  Medicare  Health 
Insurance  Program  beginning  May  1.  1987. 

For  the  City  of  North  Las  Vegas,  the  cost 
would  be  $175,000  annually  based  on  a 
1.45%  rate  applied  agairist  salaries  paid  to 
our  existing  work  force.  Indeed,  the  cost 
may  well  be  double  that  amount  considering 
that  employee  organizations  may  look  to 
the  City,  as  employer,  to  pay  employees' 
share  of  that  cost  because  that  increase  cost 
had  not  been  contemplated  when  bargain- 
ing agreements  were  negotiated. 

The  City  of  North  Las  Vegas  could  ill 
afford  paying  an  additional  $175,000  let 
alone  $350,000  in  fringe  benefit  costs  be- 
cause with  present  financial  conditions,  rev- 
enues are  not  keeping  pace  with  expendi- 
tures. 

The  City  has  an  attractive  group  medical 
plan  as  well  as  an  HMO.  offered  to  both  cur- 
rent and  retired  employees,  which  covers  all 
medical  expenditures.  The  plan,  in  which 
the  employee  may  elect  to  participate  upon 
retirement,  has  associated  premiums  much 
lower  than  otherwise  available  and  we  will 
certainly  continue  to  offer  this  alternative. 
Sincerely. 

James  K.  Seastrand. 
Mayor. 

THERON  H  .  GOYNES, 

Mayor  pro  tempore. 
Mary  J.  Kincaid, 
Councilman. 

William  Robinson. 

Councilman. 
W.  Brent  Hardy, 

Councilman. 

Mr.  MATTINGLY.  Mr.  President.  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

Mr.  MELCHER.  Mr.  President.  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescined. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


D  1040 

AGRICULTURAL  ASSISTANCE  TO 
THE  PHILIPPINES 

Mr.  MELCHER.  Mr.  President,  I 
have  strong  confidence  in  the  Filipino 
people  and  the  Government  of  their 
President,  Corazon  Aquino,  to  succeed 
in  their  economic  recovery,  but  they 
need  prompt  help  from  the  United 
States.  The  first  and  most  urgent  need 
is  instant  credit,  that  is,  cash.  But  also, 
and  just  as  urgent,  is  at  least  a  com- 
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mitment  by  the  United  States  on  what 
additional  assistance  we  will  provide  to 
them  over  the  next  12  months. 

Yesterdays  action  in  the  House  of 
Representatives  appropriating  $200 
million  in  cash  is  a  positive  step,  but 
not  nearly  sufficient  to  assure  the 
start  of  Philippine  economic  recovery. 
To  increase  the  U.S.  commitment.  I 
shall  propose  an  amendment  to  add 
$600  million  in  surplus  commodities  of 
wheat,  milk,  cheese,  butter,  soybeans, 
and  cotton.  This  will  be  a  donation  of 
surplus  commodities,  all  in  Federal 
ownership  and  storage.  It  is  off-budget 
and  does  not  add  to  the  Federal  defi- 
cit, but  does  not  cut  the  trade  deficit. 

Yesterday,  during  the  luncheon 
hosted  by  the  Senate  Foreign  Rela- 
tions Committee  for  President  Aquino. 
I  gave  my  proposal  to  Agriculture  Min- 
ister Mitra.  Trade  Minister  Concep- 
cion  and  Ambassador  Pelaez.  During 
the  past  several  months  I  had  dis- 
cussed the  matter  with  each  of  them. 
On  Wednesday  when  the  Senate  Agri- 
culture Committee  met  with  Minister 
Mitra.  he  stated  the  Philippines  could 
well  use  wheat,  diary  products  and 
soybeans.  Yesterday.  Trade  Minister 
Concepcion  suggested  adding  cotton. 

The  urgency  of  the  need  for  helping 
the  Philippines  must  be  stressed. 
These  food  commodities  are  urgently 
needed  for  families,  for  mothers,  in- 
fants and  schoolchildren.  The  com- 
modities r/ill  be  provided  under  a  vari- 
ety of  U.S.  assistance  programs  which 
permit  monetising  a  portion.  That 
means  that  part  of  the  commodities 
would  be  sold  on  the  local  Philippine 
market  and  the  money  would  be  used 
as  capital  for  grassroots  economic  re- 
development throughout  the  country. 

The  food  shipments  from  the  United 
States  would  be  spread  over  the  next 
year  in  quantities  that  could  be  ab- 
sorbed most  beneficially  by  the  Philip- 
pines in  order  to  permit  efficient  han- 
dling. I  have  twice  over  the  past  3 
years  had  lengthy  visits  in  the  Philip- 
pines and  well  understand  not  only 
their  needs  but  also  the  determined 
capacity  and  capability  of  the  Filipino 
people  for  economic  recovery. 

These  surplus  food  donations  will  up 
the  U.S.  commitment  in  the  House 
action  by  300  percent.  I  am  confident 
that  the  new  government  of  President 
Aquino  is  competent  and  reliable  and 
can  and  will  use  the  food  donations 
properly  and  effectively. 

But  there  has  been  and  still  remains 
opposition  to  may  proposal.  That  op- 
position centers  in  the  Agency  for 
International  Development  [AID]  and 
others  in  the  State  Department.  Last 
May  when  I  proposed  a  modest  dona- 
tion of  wheat  and  milk  to  the  Philip- 
pines. AID  Director  McPherson  pulled 
out  all  the  stops  and  was  able  to  con- 
vince Senator  Kasten  and  others  that 
such  a  donation  was  premature  and 
that  we  needed  to  assess  Philippine 
needs. 


With  big  league  hardball  political 
strategy,  McPherson  called  Philippine 
Ambassador  Pelaez.  who  had  original- 
ly conceived  the  premise  of  the  $10 
million  food  donation,  threatening  the 
Ambassador  to  publicly  withdraw  his 
support  or  State  Department  would 
hold  up  other  Philippine  assistance. 
Ambassador  Pelaez  politely  refused, 
but  McPherson  then  prevailed  on  the 
National  Association  of  Business  Coop- 
eratives to  write  a  letter  to  Senator 
Kasten  stating  that  the  $10  million 
donation  was  premature.  Senator 
Kasten  read  the  letter  on  the  Senate 
floor  during  debate  on  the  amendment 
to  bolster  McPherson's  stand.  And  so, 
that  proposal  went  down  the  drain. 

That  was  last  May  and  in  the  final 
days  of  this  Congress  the  Senate  must 
make  the  determination  if  it  is  still 
premature  to  provide  this  significant 
assistance.  Unless  we  make  that  deter- 
mination now.  another  6  months  will 
pass  before  we  can  again  assess  wheth- 
er the  United  States  should  not  pro- 
vide urgently  needed  help  to  our 
friends  in  the  Philippines. 

McPherson  was  successful  in  stalling 
in  May  a  very  modest  proposal.  After 
Congress  adjourns  in  less  than  3  weeks 
from  now,  it  will  be  February  or 
March  before  we  can  reverse  the  inac- 
tion of  the  State  Department  should 
they  continue  their  endless  assessment 
of  Filipino  needs. 

Meanwhile,  there  are  overriding  rea- 
sons why  the  commitment  of  food  as- 
sistance at  least  of  this  magnitude 
should  be  made.  The  first  and  fore- 
most reason  is  the  need  of  Filipinos, 
but  there  are  important  facts  that  the 
United  States  can  no  longer  ignore. 
The  U.S.  trade  deficit  is  leading  us  to 
the  edge  of  severe  economic  recession. 
Farmers,  have  produced  big  crops, 
the  farm  programs  put  the  surplus  of 
those  crops  in  Federal  storage,  and 
unless  the  United  States  starts  to  use 
the  surplus  for  friendly  countries  such 
as  this  proposal  for  the  Philippines 
provides,  commodity  prices  will  contin- 
ue to  sink  lower  and  our  trade  deficit 
will  increase  even  more.  The  State  De- 
partment has  been  isolated  from  the 
severe  damage  that  the  lack  of  exports 
causes  American  agriculture  and  agri- 
business. 

Farmers,  when  they  plant  the  wheat 
or  soybeans,  know  that  three  out  of 
four  of  the  seeds  are  put  into  the 
ground  to  grow  food  for  people 
abroad.  Those  crops  are  now  harvested 
and  the  time  for  assessment  by  AID 
Director  McPherson  is  over.  The  time 
has  come  to  export  the  surplus. 

There  is  no  better  country  than  the 
Philippines  for  us  to  start  the  needed 
exports  of  these  surplus  foods.  There 
are  other  countries  in  Africa  and  there 
is  also  India.  Bangladesh  and  some  of 
our  neighbors  to  the  south  that  also 
need  these  food  assistance  programs. 
But  if  we  leave  town  after  adjourn- 
ment without  having  at  least  demon- 
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strated  through  our  votes  here  in  the 
Senate  that  we  are  determined  that 
these  off -budget  food  assistance  pro- 
grams will  be  utilized,  the  country  can 
only  anticipate  the  continuation  of 
the  bureaucratic  delay  and  worsening 
U.S.  trade  deficit  and  a  continuation 
of  a  deteriorating  U.S.  economy. 

In  effect,  now  is  the  time  to  come  to 
the  aid  of  the  cause. 

Mr.  President.  I  am  going  to  yield 
the  floor,  but  before  I  do  I  suggest  the 
absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

D  1050 

Mr.  ARMSTRONG.  Mr.  President.  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


BUSINESS  AS  USUAL.  AGAIN 

Mr.  ARMSTRONG.  Mr.  President,  I 
have  been  trying  to  figure  out  what  in 
the  world  is  going  on  over  in  the  State 
Department  and  I  must  report  that  I 
have  not  been  successful.  I  want  to 
take  just  a  moment  to  express  my 
utter  frustration  over  the  way  the  ad- 
ministration has  handled  the  Daniloff 
business.  I  had  thought  that,  at  some 
point,  there  would  be  some  convincing 
explanation  for  the  lack  of  firmness  in 
the  administration  policy  toward  the 
Soviet  Union  on  this  matter.  I  could 
not  believe  that  after  several  days, 
there  would  not  be  some  explanation 
for  our  complete  failure  to  show  the 
signs  of  outrage,  to  take  some  concrete 
steps  to  make  it  clear  that  we  are  not 
going  to  tolerate  this  kind  of  barbaric 
behavior  on  the  part  of  the  Soviet 
Union,  and  that  we  would  do  some- 
thing that  would  be  a  convincing  dem- 
onstration that  in  fact,  we  are  a  big, 
tough,  important  country  that  has  cer- 
tain principles  that  we  believe  in  and 
one  of  them  is  that  they  should  not 
run  around  arresting  journalists. 

In  fact,  we  have  done  just  the  oppo- 
site. We  have  blustered,  but  then  we 
have  gone  on  with  business  as  usual. 

The  effect,  Mr.  President,  is  just  to 
reinforce  the  already  contemptuous 
attitude  the  Soviet  Union  and  prob- 
ably a  number  of  other  countries  have 
for  us.  It  was  evident  after  they  shot 
down  the  Korean  airliner.  We  did  not 
do  anything  about  it.  We  made  a  lot  of 
loud  and  unpleasant  noises,  but  the 
fact  is  we  did  not  do  anything.  We  did 
not  take  one  concrete  step  that  im- 
posed upon  the  Soviet  Union  any  kind 
of  real  price  for  that  act  of  terrorism. 
We  just  did  not  do  anything.  In  the 
process,  we  confirmed  the  worst  suspi- 
cions that  maybe  we  did  not  have  the 
internal  desire  and  fortitude  to  actual- 
ly do  anything. 
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Then  came  the  Daniloff  affair  and 
many  people  had  expected  that  be- 
cause this  involved  a  journalist  and  be- 
cause of  the  unique  status  which  jour- 
nalists enjoy  in  the  thought  life  of 
this  country,  perhaps  we  would  re- 
spond in  a  different  way.  Instead, 
after  announcing  that  we  were  not 
going  to  make  a  trade  of  Daniloff  for 
the  Soviet  spy  Zakharov.  that  is  exact- 
ly what  we  did. 

The  transaction  has  not  been  con- 
summated as  yet,  but  what. we  have 
done  is  confer  a  sort  of  moral  equality 
on  the  arrest  of  the  spy  here  and  the 
arrest  of  the  journalist  in  Moscow  be- 
cause we  have  permitted  the  two  cases 
to  be  treated  exactly  the  same,  with 
each  being  released  to  his  respective 
Ambassador. 

Well,  Mr.  President,  I  do  not  raise 
these  issues  for  any  reason  other  than 
just  to  have  it  in  the  Record  that 
there  are  at  least  a  few  people  in  the 
Senate  and  undoubtedly  elsewhere 
who  think  we  are  making  a  terrible 
mistake,  who  fully  expect,  as  I  do,  that 
the  result  of  this  unwise  response  is  to 
put  at  risk  every  journalist  everywhere 
in  the  world  and,  for  that  matter, 
other  American  citizens. 

D  1100 

What  we  have  really  shown  is  that 
any  time  the  Soviet  Union  wants  to 
spring  one  of  their  arrested  spies,  they 
can  do  it  by  picking  up  a  journalist  or 
perhaps  a  diplomat  or  somebody  else 
on  some  kind  of  trumped-up  charge  or 
another. 

Mr.  President,  I  do  not  know  how 
many  people  had  occasion  to  read  the 
observations  of  George  Will  in  yester- 
day's Washington  Post,  but  I  ask 
unanimous  consent  that  his  commen- 
tary on  this  matter  be  placed  in  the 
Record  because  what  he  has  said 
about  this  makes  far  more  sense  than 
anything  I  have  heard  thus  far  from 
any  official  source.  Let  me  quote  one 
paragraph  in  which  Mr.  Will,  a  former 
member  of  the  staff  of  the  U.S.  Senate 
I  might  note  in  passing,  sums  up  what 
in  his  opinion  is  the  appropriate  re- 
sponse. I  quote: 

No  talks  about  anything,  no  subsidized 
grain  sales,  no  credits,  no  cultural  ex- 
changes, no  support  for  the  United  Nations, 
no  Soviet  ships  in  U.S.  ports,  no  landings 
here  by  Soviet  airlines,  no  nothing  until 
Daniloff  is  released,  unconditionally. 

That  is  a  good  policy.  I  hope  that  at 
some  point  somebody  down  at  the 
State  Department  or  at  the  National 
Security  Council  or  the  White  House 
or  someplace,  for  Heaven's  sake,  will 
pay  attention  not  just  to  George  Will 
but  to  a  lot  of  us  who  think  that 
would  be  a  good  policy. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 


Reagan  Botched  the  Daniloff  Affair 
(By  George  P.  Will) 

When  an  administration  collapses,  quickly 
and  completely,  like  a  punctured  balloon,  as 
the  Reagan  administration  has  done  in  the 
Daniloff  debacle,  a  reasonable  surmise  is 
that  the  administration,  like  a  balloon,  had 
nothing  in  it  but  air. 

The  trouble  began  not  in  a  peripheral 
crevice  in  the  bureaucracy,  but  in  the  presi- 
dent's presence  in  Santa  Barbara,  where  the 
first  reaction  to  the  hostage-taking  was  to 
say  that  the  unpleasantness  should  not  dis- 
rupt the  Big  Picture.  Secretary  of  State 
George  Shultz  soon  said  "there  can  be  no 
question  of  equating"  the  cases  of  Nicholas 
Daniloff  and  the  accused  spy  Gennadi  Zak- 
harov. and  there  could  be  no  trade. 

But  soon  came  the  equation,  in  the  form 
of  the  interim  trade  whereby  Daniloff  and 
Zakharov  were  placed  in  the  custody  of  offi- 
cials of  their  respective  governments.  The 
United  States  thereby  paid  the  first— prob- 
ably only  the  first— installment  of  the 
ransom  (Henry  Kissinger  used  that  word  to 
characterize  the  transaction)  demanded  by 
the  hostage-takers. 

Sen.  Richard  Lugar  (R-Ind.).  chairman  of 
the  Foreign  Relations  Committee  and  candi- 
date to  receive  the  administration's  Good 
Soldier  Trophy,  says,  delicately.  "August  is 
a  difficult  month,  apparently,  for  adminis- 
tration coordination."  So  is  September,  so 
perhaps  the  problem  is  with  thinking,  not 
coordinating. 

Totalitarians  specialize  in  making  victims 
collaborate  in  their  victimization.  It  took 
Mikhail  Gorbachev  less  than  two  weeks  to 
turn  the  U.S.  ambassador  in  Moscow  into 
the  keeper  of  Daniloff,  who.  Shultz  rightly 
said,  remained  a  hostage.  Reagan  was  jubi- 
lant when  announcing  this  transaction. 
Conservatives  constantly  say  Reagan's  "in- 
stincts" are  splendid,  the  problem  is  only- 
only!— susceptibility  to  bad  advice.  Well. 

Leave  aside  the  question  of  whether 
policy  should  be  controlled  by  the  instinctu- 
al mechanisms  of  any  individual.  In  the 
Daniloff  affair.  Reagan's  instinct  has  pre- 
vailed, and  has  been  wrong.  It  has  been 
identical  to  Carter's  instinct  in  the  Iranian 
hostage  crisis.  It  has  been  to  make  the  na- 
tional interest  hostage  to  the  goal  of  easing 
the  hostage's  plight.  He  wanted  Daniloff  in 
more  comfortable  confinement. 

Reagan  wrote  a  letter  to  Gorbachev,  dig- 
nifying the  Soviet  charges  by  denying  them. 
Gorbachev,  displaying  the  contempt  that 
U.S.  behavior  is  earning,  promptly  branded 
Reagan  a  liar  by  disregarding  Reagan's  as- 
surances. 

Senator  Pat  Moynihan  (D-N.Y.).  former 
U.N.  ambassador,  responding  to  the  asser- 
tion that  this  crisis  began  when  Zakharov 
was  arrested,  replied:  "We  began  this  chain 
of  events  30  years  ago  when  we  started  let- 
ting the  Soviets  fill  up  the  U.N.  Secretariat 
with  spies,  in  direct  violation  of  the  Char- 
ter." The  morning  Moynihan  said  that,  the 
lead  story  in  The  New  York  Times  reported 
administration  efforts  to  reduce  cuts  Con- 
gress has  voted  in  subsidies  for  the  United 
Nations.  The  cuts  are  intended  to  express 
"among  other  things"  anger  that  the  United 
Nations,  where  U.S.  taxpayers  pay  one- 
fourth  of  the  bills,  is  flagrantly  used  by  the 
Soviet  bloc  for  espionage. 

What  must  they  be  saying  in  the  Kremlin, 
in  merry  disbelief?  "Next,  will  Reagan  want 
U.S.  taxpayers  to  subsidize  grain  sales  to 
us?"  In  69  years  of  U.S.-Soviet  relations,  no 
U.S.  president  has  been  treated  with  the  dis- 
dain Gorbachev  has  now  shown  toward 
Reagan,  which  is  especially  rude  considering 


that  Reagan  does  indeed  want  U.S.  taxpay- 
ers to  subsidize  grain  sales. 

George  Carver,  a  senior  fellow  at  George- 
town University's  Center  for  Strategic  and 
International  Studies,  says  that  the  United 
States  has.  in  effect,  agreed  to  play  by 
Soviet  rules  regarding  espionage  and  has 
placed  a  mantle  of  protection  over  Soviet 
spies:  The  next  lime  the  FBI  catches  a 
Soviet,  the  mattress  mice  in  the  State  De- 
partment and  the  White  House  will  be  out 
wringing  their  hands  and  saying.  Oh  no.  we 
can't  arrest  him!  We  don't  want  another 
Daniloff  thing:  there's  too  much  going  on.'  " 

One  of  the  things  the  administration  is 
eager  to  have  go  on  during  the  Daniloff 
affair  is  a  "town  meeting"  with  U.S.  partici- 
pants in  Riga  in  the  Soviet  Union.  When 
the  interim  trade  was  arranged,  the  admin- 
istration wanted  the  Americans  who  had 
pulled  out  to  go  to  Riga  after  all.  The  ad- 
ministration knew  this  would  imply  the  re- 
spectability of  the  ransom  payment.  Several 
clear  thinkers,  including  Jeane  Kirkpatrick 
and  Robert  McFarlane.  refused  to  be  used, 
and  stayed  home. 

Two  Sundays  ago  an  undersecretary  of 
state  evidently  thought  he  was  being  stern 
when  he  said  the  unresolved  Daniloff  case 
will  "intrude  itself"  into  all  decisions  with 
the  Soviet  Union.  Even  today,  the  adminis- 
tration cannot  bring  itself  to  say  what  it 
should  have  said  immediately,  even  instinc- 
tively: 

"No  talks  about  anything,  no  subsidized 
grain  sales,  no  credits,  no  cultural  ex- 
changes, no  support  for  the  United  Nations, 
no  Soviet  ships  in  U.S.  ports,  no  landings 
here  by  Soviet  airlines,  no  nothing  until 
Daniloff  is  released,  unconditionally." 

Today  the  deflated  administration  is  re- 
duced to  saying  that  if  Daniloff  is  not  re- 
leased, his  case  will  be  at  the  top  of  the 
agenda  for  the  Shultz-Shevardnadze  talks. 
Wow!  That'll  teach  em.  That  will  mean 
that  Shultz  will  complain  and  Shevardnadze 
will  drum  his  fingers  and  roll  his  eyes,  and 
then  they  will  proceed  with  business  as 
usual,  the  Soviet  side  confirmed  in  its  con- 
tempt. 

Mr.  ARMSTRONG.  I  thank  the 
Chair. 

My  concern  about  this  matter  is 
heightened  by  the  fact  that  not  only 
have  we  failed  to  respond  in  any  af- 
firmative way,  we  have  not  even  taken 
the  simplest  steps  that  we  could  have 
taken  to  at  least  express  some  degree 
of  displeasure  of  what  has  happened. 
It  has  come  to  my  attention  that  fol- 
lowing the  arrest  of  Nicholas  Daniloff 
two  U.S.  Government  delegations  trav- 
eled to  the  Soviet  Union  to  conduct 
routine  business  under  the  terms  of 
two  United  States-Soviet  bilateral 
agreements,  specifically  one  delegation 
headed  by  a  Deputy  Assistant  Secre- 
tary for  Housing  and  Urban  Develop- 
ment conducted  a  working  group 
meeting  under  the  housing  agreement, 
the  other  delegation  headed  by  the  di- 
rector of  the  jet  propulsion  laboratory 
conducted  expert  talks  under  the 
space  cooperation  ageement. 

I  have  no  particular  objections  to 
these  talks  going  on  under  normal  cir- 
cumstances. The  question  is  whether 
or  not,  when  they  are  arresting  U.S. 
journalists  on  trumped-up  charges, 
transparently     trumped-up     charges. 
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that  is  a  time  for  business  as  usual.  My 
belief  is  that  by  permitting  these  talks 
to  go  foruard,  by  not  doing  something 
to  express  our  concern,  we  are  excus- 
ing it.  I  just  regret  that  very  much. 

I  also  want  to  put  in  the  Record,  Mr. 
President,  an  interesting  article  from 
this  morning's  paper  by  Charles 
Krauthammer,  who  is  a  journalist  who 
really  has  a  way  with  words.  He  ana- 
lyzes the  Soviet  strategy  and  outlines 
what  he  thinks  it  is  the  Soviets  sought 
to  achieve,  what  in  fact  they  have 
achieved,  and  what  price  they  have 
paid.  Well,  what  he  thinks  they  have 
achieved  is,  first,  to  get  their  spy  out 
of  the  hands  of  the  FBI,  and  that  has 
been  achieved.  Second,  to  establish 
that  the  Soviets  can  create  instant 
human  bargaining  chips  by  grabbing 
an  American  at  will,  which  they  have 
achieved.  No.  3,  immunity  for  Soviet 
spies,  and  a  "bonus  "  objective,  as  he 
describes  it,  is  a  presummit  demonstra- 
tion of  Soviet  toughness.  And  they 
have  achieved  all  of  that. 

Now,  what  is  the  price  they  are 
going  to  pay?  The  price  they  are  going 
to  pay  is  that  the  next  time  Secretary 
Shultz  and  Mr.  Shevardnadze  sit  down 
to  have  tea  and  crumpets,  the  opening 
gambit  by  our  side  will  be  an  expres- 
sion of  concern. 

Well,  I  do  not  think  that  is  very 
much.  In  fact,  I  think  it  is  humiliating, 
and,  Mr.  President,  at  some  point  we 
are  going  to  pay  the  price  for  this  kind 
of  weak,  pusillanimous  response  to  se- 
rious world  developments.  I  do  ask 
unanimous  consent  that  the  second  ar- 
ticle also  be  printed  in  the  Record. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

[Prom  the  Washington  Post.  Sept.  19.  1986] 

Those  "Blundering"  Russians 

(By  Charles  Krauthammer) 

There  they  go  again,  those  muscle-bound, 
muscle-brained  Russians,  arresting  an 
American  journalist  and  thus  undermining 
their  own  interests.  "Clumsy  stupidity." 
writes  James  Reston.  The  Soviets  "mis- 
judged badly,"  says  Newsweek.  "They  mis- 
calculated." offered  Daniloffs  boss.  U.S. 
News  &  World  Report  editor-in-chief  Mor- 
timer Zuckerman.  They  "didn  t  anticipate 
the  enormous  public  outcry." 

So  there  you  have  it.  It  seems  that  for  the 
sake  of  a  two-bit  Russian  spy  the  great 
Gorbo.  PR  master,  has  fatally,  stupidly 
compromised  his  worldwide  good-guy  cam- 
paign. 

The  second  most  dismaying  thing  about 
the  Daniloff  affair  is  that  it  has  invited  yet 
another  display  of  the  American  habit  of 
equating  (Soviet)  toughness  with  stupidity. 
(Most  dismaying,  but  amply  deplored  else- 
where, is  the  administration  surrender  to 
Soviet  terms.)  Stupidity?  Lets  review  the 
scoring  thus  far  on  the  Garbo  Gambit. 

Daniloff  is  now  out  of  a  KGB  jail,  but 
may  not  leave  Moscow.  In  return  for  his  re- 
lease. Soviet  spy  Gennadi  Zakharov  was  re- 
leased from  an  American  jail  and,  more  im- 
portant, from  FBI  interrogation.  Negotia- 
tions are  now  continuing  on  how  to  make 
the  final  trade  of  Daniloff  for  Zakharov 
(letting  each  return  home)  without  Ronald 


Reagan's  losing  too  much  face.  Reportedly, 
the  administration  is  trying  to  get  the  Sovi- 
ets to  throw  a  draft  choice,  perhaps  a  dissi- 
dent or  two,  into  the  deal. 

So  Soviet  objective  No.  1.  to  get  Zakharov 
out  of  the  hands  of  his  interrogators,  has  al- 
ready been  achieved.  Likewise  objective  No. 
2.  to  establish  that  the  Soviets  can  create  in- 
stant human  bargaining  chips  by  grabbing 
an  American  at  will.  Which  achieves  objec- 
tive No.  3.  immunity  for  Soviet  spies.  A 
bonus  is  objective  No.  4.  a  pre-summit  dem- 
onstration of  Soviet  toughness.  Gorbachev 
shows  Reagan  that  he  is  willing  to  risk  a 
summit  even  for  a  two-bit  spy.  If  there  is 
going  to  be  a  summit.  Gorbachev  comes  in 
one-up. 

What  did  it  cost  Gorbachev?  A  little  edito- 
rial outrage,  which  within  weeks  of  any 
final  arrangement"  (Secretary  of  State 
George  Shultz's  preferred  usage  for  "deal") 
will  be  remembered  only  by  historians.  And 
the  presence  of  Richard  Perle,  Jeane  Kirk- 
patrick  and  Bud  McParlane  at  a  Soviet- 
American  people-to-people  conference  in 
Riga.  Latvia.  They  stayed  home,  but  the  So- 
viets forfeited  neither  the  conference  itself 
nor  the  presence  of  the  president's  top 
Soviet  adviser.  Nor  any  talks  with  the 
United  States.  At  least  three  sets  of  talks 
scheduled  during  the  time  of  Daniloffs  in- 
carceration, and  now  detention,  have  gone 
forward. 

The  Daniloff  "blunder"  is  only  one  of 
many  such  Western  sightings  in  the  commu- 
nist world.  Daniel  Ortega,  you  will  recall, 
was  reputed  to  have  shot  himself  in  the  foot 
by  going  to  Moscow  in  1985  shortly  after 
Congress  had  rejected  aid  to  the  contras. 
The  result  of  this  "miscalculation"?  Con- 
gress voted  $27  million  in  aid  for  the  con- 
tras. And  Moscow  voted  Ortega  about  $200 
million.  Stupidity  that  brings  a  7-1  return 
deserves  another  name. 

Consider  another  blunderer.  Remember 
the  reaction  when  Gen.  Wojciech  Jaruzelski 
crushed  Solidarity  and  jailed  its  leaders?  A 
leading  Polish  dissident  called  the  crack- 
down a  tactical  blunder  that  would  "only 
strengthen  reaction  against  the  govern- 
ment." A  broken  heart  can  be  forgiven  such 
misjudgments.  But  more  distant  observers 
in  the  Western  press  persisted  in  seeing  Jar- 
uzelski's  coup  as  foolish  and  impossible. 
How  do  you  crush  such  a  national  move- 
ment? A  Pyrrhic  victory,  at  best.  If  Jaru- 
zelski were  smart  he  would  offer  Solidarity 
dialogue  and  accommodation. 

Jaruzelski  ignored  the  advice  and  offered 
monologue  and  repression.  Pyrrhus  would 
have  envied  the  result.  Poland  is  now  so 
pacified.  Solidarity  so  crushed,  that  Jaru- 
zelski has  just  released,  at  no  risk,  the  last 
of  his  political  prisoners.  The  gesture  will 
likely  earn  him  a  welcome  in  Italy  and  per- 
haps the  Vatican,  a  papal  visit  to  Poland, 
and  soon  the  reopening  of  Western  credits. 
Some  blunderer. 

We  like  to  think  of  Soviet  bloc  leaders  as 
hidebound  thickheads  whose  addiction  to 
ruthlessness  undermines  their  diplomacy 
and  injures  their  own  interests.  Addicted  to 
ruthlessness  they  are.  But  the  corollary— 
that  this  injures  their  interests— presup- 
poses that  ruthlessness  is  met  with  a  signifi- 
cant Western  riposte.  It  is  not. 

Did  the  Soviets  not  calculate  the  depth  of 
our  reaction  to  the  Daniloff  affair?  Who 
knows?  What  is  clear,  however,  is  that  they 
have  contempt  for  the  depth  of  our  reac- 
tions. Why  shouldn't  they?  After  the  rape 
of  Poland,  trivial  sanctions.  After  the  shoot- 
ing down  of  a  Korean  airliner,  words.  After 
the    invasion    of    Afghanistan,    yes,   some- 


thing—a grain  embargo,  reversed  15  months 
later  by  a  new,  hard-line  president.  The 
grain  will  now  be  subsidized. 

"Just  another  blundering  American."  says 
Maj.  Strasser  in  "Casablanca."  "We  musn't 
underestimate  American  blundering."  re- 
sponds Capt.  Renault.  "I  was  with  them 
when  they  blundered  into  Berlin  in  1918." 
In  the  43  years  since  that  exchange,  it  is  the 
Soviets  who  have  blundered  into  Berlin— 
and  Prague  and  Warsaw  and  Kabul  and  Ma- 
nagua. Last  week  they  blundered  a  spy  out 
of  a  New  York  jail.  Soon  they  will  blunder 
him  back  to  Moscow. 

Mr.  ARMSTRONG.  I  thank  the 
Chair  and  I  suggest  the  absence  of  a 
quorum. 

The  PRESIDING  OFFICER  (Mr. 
Gorton).  The  clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

D  1110 

Mr.  ARMSTRONG.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


THE  RECONCILIATION  PACKAGE 

Mr.  ARMSTRONG.  Mr.  President,  it 
is  my  understanding  that,  in  short 
order,  the  chairman  of  the  Budget 
Committee  and  the  ranking  minority 
member  of  the  committee  will  come 
here  to  present  a  reconciliation  pack- 
age. Rather  than  await  their  arrival,  I 
should  like  to  make  my  observations 
about  that  package  in  advance,  and 
then  I  am  going  to  go  back  to  my 
office  and  hope  that  lightning  will 
strike  and  it  turns  out  a  lot  better 
than  I  think  it  will. 

In  essence,  as  we  all  know,  we  face 
the  prospect  of  a  sequester— that  is,  an 
automatic,  across-the-board  cutback  in 
terms  of  the  Gramm-Rudman-Hollings 
legislation.  This  is  an  awesome  pros- 
pect to  a  lot  of  people.  The  notion 
that  we  would  actually  have  to  trigger 
a  sequester  and  things  would  be  cut 
back  automatically  is  such  a  shocking 
possibility  to  a  lot  of  people  that  ev- 
erybody has  been  running  around  in  a 
dither,  trying  to  figure  out  some  way 
to  postpone  it,  put  if  off,  escape  it,  or 
something. 

The  reconciliation  bill  is  probably 
the  latest  and  best  manifestation  of 
the  desire  to  avoid  the  crunch.  I  regret 
this  very  much.  I  wish  we  were  han- 
dling this  the  way  the  State  of  Texas 
is  handling  it.  They  have  a  constitu- 
tional provision  which  says  that  they 
have  to  balance  the  budget.  We  have 
been  treated,  in  recent  weeks,  to  the 
spectacle  of  special  sessions,  argu- 
ments between  the  Governor  and  the 
Speaker,  pulling  and  hauling  as  to 
whether  or  not  there  are  going  to  be 
tax  increases  or  spending  cuts.  But  ev- 
erybody knows  they  are  going  to  solve 
the  problem. 

The  same  thing  has  happened  in  my 
State  of  Colorado.  Our  State  says  that 
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you  have  to  balance  the  budget  every 
year,  good  years  and  bad  years. 
Whether  the  economy  is  booming  or  is 
languishing,  you  have  to  balance  the 
budget.  That  is  the  law  and  I  think  it 
is  the  law  in  about  three  dozen  States. 
So,  year  after  year,  often  with  great 
difficulty,  with  sacrifice  by  Governors 
and  legislators,  often  with  the  slaugh- 
ter of  sacred  cows,  they  get  the  job 
done. 

I  wish  that  is  what  we  are  going  to 
do.  But  just  as  surely  as  everybody 
knows  that  Colorado  and  Texas  and 
about  36  other  States  will  balance  the 
budget,  everybody  knows  that  Con- 
gress is  not  about  to  do  that.  Instead, 
we  are  going  to  take  up  the  reconcilia- 
tion bill. 

To  put  it  in  prespective,  in  order  to 
avoid  the  sequester  under  Gramm- 
Rudman-Hollings,  I  am  advised  that 
we  have  to  somehow  come  up  with 
$14.5  billion  in  so-called  budget  sav- 
ings from  the  estimates  which  are  now 
before  us.  All  this  is  estimates,  of 
course.  It  is  the  best  we  have. 

D  1120 

But  the  experts  say  that  unless  we 
can  find  a  way  to  narrow  the  gap  by 
$14.5  billion,  bringing  the  projected 
deficit  down  to  $154  billion,  then  we 
are  going  to  trigger  Gramm-Rudman- 
Hollings.  So  we  are  going  to  have  in 
short  order  the  reconciliation  package. 
But  what  is  the  matter  with  that? 

Mr.  President,  there  are  two  things 
the  matter  with  it.  The  first  is  that 
the  package  itself  is  a  travesty  on  re- 
sponsible budgeting.  It  is  a  package  of 
golden  gimmicks.  It  is  a  package  of 
smoke  and  mirrors. 

While  it  many  meet  the  technical  re- 
quirement of  Gramm-Rudman-Hol- 
lings,  it  does  so  in  a  way  that  makes  a 
mockery  out  of  any  kind  of  a  sound 
budget  process. 

In  the  first  place,  it  does  not  reach 
$14.5  billion,  which  is  the  amount  that 
is  thought  to  be  necessary.  It  reaches 
only  $13.66  billion  according  to  the  es- 
timate which  has  been  provided  to  me. 
The  other  billion  and  a  half  is  ac- 
counted for  by  the  so-called  tax 
reform  bill  which  we  will  pass  shortly, 
which  did  not  turn  out  as  Senators 
know  to  be  revenue  neutral,  but  in 
fact  turns  out  to  have  a  one-time  reve- 
nue gain  of  pretty  substantial  propor- 
tions. So  we  are  going  to  borrow  a  bil- 
lion and  a  half  out  of  that  pool  of 
money  to  meet  our  responsibilities  on 
the  spending  side. 

In  addition,  in  order  to  get  to  the 
$13  billion,  there  is  very  nearly  $5  bil- 
lion of  just  plain  tax  increases,  $4,919 
billion  in  so-called  revenues,  accelerat- 
ing State  and  local  deposits— cigarette 
tax  I  guess  has  been  taken  out  of  the 
package— oil  pollution  compensation 
and  increase  in  IRS  compliance,  and  I 
have  an  uneasy  feeling,  Mr.  President, 
this  is  going  to  be  like  the  asterisk  we 
put  in  the  budget  one  year.  Senators 


may  remember  in  those  dizzy  first 
months  of  the  new  administration 
that  the  Budget  Committee  and  the 
Budget  Director  got  together  and 
came  up  with  the  idea  we  are  going  to 
have  unidentified  savings  and  those 
were  just  put  in  as  an  asterisk. 

I  have  a  horrible  hunch— I  cannot 
prove  it,  of  course— all  that  is  going  to 
be  is  just  an  estimate  which  will  never 
be  fulfilled,  but  anyway  that  is  in 
there  for  $2.4  billion.  We  are  going  to 
accelerate  excess  tax  collections  by 
$300  million  and  increase  IRS  penal- 
ties by  about  $1  billion. 

So  if  you  take  all  of  those  at  face 
value,  a  very  questionable  assumption, 
in  my  opinion,  we  end  up  with  round 
figures  of  $5  billion  in  increase  in 
taxes.  Then  what  about  the  other  $8 
billion,  that  is  the  difference  between 
the  $13  billion  total  package  and  the 
$5  billion  in  tax  increases  that  are  sug- 
gested? Is  the  $8  billion  a  series  of 
carefully  crafted  spending  reductions? 
No.  my  friends,  it  is  not  anything  of 
the  kind.  It  is  the  sort  of  budget  pack- 
age that  recalls  the  fable  of  a  family 
that  was  under  threat  by  a  wolf  and 
the  decision  by  the  parents  reluctantly 
made  was  to  feed  one  of  their  children 
to  the  wolf,  thinking  that  thus  satis- 
fied, the  rest  of  the  family  would  be 
OK.  That  is  exactly  what  they  did  and 
the  wolf  was  satisfied  until  the  next 
day  when  he  came  back  and  they  fed 
him  another  of  their  children  and  so 
on. 

Well,  you  all  know  the  story  and  the 
ultimate  outcome.  That  is  what  we  are 
doing.  We  are  getting  ready  to  sell  a 
bunch  of  Federal  assets.  We  are  not 
talking  about,  in  the  main,  saving  any- 
thing. We  are  not  talking  about  reduc- 
ing any  Federal  spending  with  some 
minor  exceptions.  We  are  not  talking 
about  even  restraining  the  growth  of 
Federal  spending.  What  we  are  talking 
about  doing  is  selling  off  a  bunch  of 
assets. 

I  do  not  happen  to  object  to  that 
particularly.  We  are  going  to  sell  Con- 
rail  in  this  bill,  which  I  think  is  a  very 
good  idea,  but  it  is  an  idea  which  is 
clearly  separate  from  the  notion  of  re- 
ducing or  restraining  the  growth  of 
Federal  spending.  It  is  just  a  different 
kind  of  an  idea. 

As  far  as  I  am  concerned,  they  can 
sell  the  Russell  Building,  they  can  sell 
the  Hart  Building.  I  do  not  care  about 
that.  If  that  is  something  we  want  to 
do,  that  is  fine. 

I  see  in  here,  for  example,  we  are 
going  to  sell  off  a  bunch  of  loans  of 
mortgages  in  the  portfolio  of  the  U.S. 
Government.  I  do  not  have  a  problem 
with  that.  That  is  a  good  idea  as  far  as 
I  am  concerned.  It  would  be  fine  if  we 

had  not  made  a  lot  of  those  loans  in 

the  first  place. 
But  anybody  who  thinks  that  that  is 

budget  restraint  or  budget  reform  or 

reducing  spending  or  doing  anything 

but  digging  us  into  a  bigger  hole  for 


next  year  really  is  not  tuned  in  on  the 
problem. 

We  are  going  to  have  sale  of  loan 
assets  from  the  SBA  portfolio.  We  are 
going  to  sell  off  some  of  our  college 
housing  loans.  We  are  going  to  sell 
Conrail.  I  mentioned  that.  That  is  a 
$2.1  billion  item.  We  are  going  to  sell 
off  some  EDA  notes.  We  are  going  to 
have— here  is  an  item  which  I  do  not 
understand,  but  I  expect  will  be  ex- 
plained to  us  in  due  course— this  is 
crude  oil  overcharges.  I  am  not  sure 
exactly  what  that  is.  We  are  going  to 
sell  $1.5  billion  of  loans  in  the  portfo- 
lio of  the  Eximbank.  Maybe  I  should 
rephrase  that.  We  are  going  to  sell 
loans  in  the  portfolio  of  the  Eximbank 
for  which  we  expect  to  realize  $1.5  bil- 
lion. I  would  judge  that  the  face 
amount  of  these  loans  may  be  substan- 
tially larger  because  I  assume  that  a 
lot  of  these  things  we  are  selling  will 
be  sold  at  a  large  discount  reflecting 
the  fact  that  the  quality  of  these  loans 
is  not  very  high  and  the  expected  de- 
fault rate  is  quite  large. 

Well.  Mr.  President,  I  just  wanted  to 
mention  these  little  concerns.  I  do  not 
want  to  be  cranky  about  it.  but  I  just 
do  not  think  any  Senator  ought  to 
vote  for  this  package  believing  that  we 
have  in  any  way  fulfilled  the  spirit  of 
the  Budget  Act  or  that  we  have  in  any 
way  gone  down  the  path  toward  bal- 
ancing the  budget  under  Gramm- 
Rudman-Hollings.  All  we  have  here  at 
the  very  best  is  a  near  technical  com- 
pliance with  the  Gramm-Rudman-Hol- 
lings  Act. 

You  remember  our  target  was  not 
$154  billion;  it  was  $144  billion.  But  we 
built  into  the  system  a  $10  billion 
cushion  that  we  would  not  trigger  the 
sequester.  By  the  way,  I  do  not  have  a 
great  horror  of  a  sequester.  A  lot  of 
people  think  this  will  just  be  the  end 
of  the  world.  1  do  not  feel  that  way. 
Anyway,  we  are  going  to  have  a  target 
this  year  of  $144  billion  deficit.  If  we 
did  not  reach  that  we  would  have  a  se- 
quester. Then  we  said  no,  we  better 
build  in  a  $10  billion  slack  that  took  us 
up  to  $154  billion.  To  reach  the  $154 
billion  we  have  to  reach  savings  of 
$14.5  billion.  We  do  not  even  do  that. 
We  only  get  to  $13  billion  with  this. 
We  are  going  to  borrow  $1.5  billion  of 
the  extra  revenues  in  the  tax  reform 
bill.  So  that  is  what  we  are  getting 
ready  to  do. 

It  might  surprise  you  having  spoken 
perhaps  in  a  somewhat  critical  manner 
about  the  nature  and  heritage  of  this 
legislative  package  that  I  am  going  to 
vote  for  it,  not  because  I  think  it  is 
any  good,  not  because  I  think  it  bal- 
ances the  budget  or  even  moves  in  the 
right  direction,  but  actually  I  do  favor 
selling  off  a  bunch  of  these  assets.  I 
wanted  to  get  rid  of  Conrail  for  a  long 
time.  Earlier  this  year,  I  fully  was  pre- 
pared to  give  it  away  to  anyone  who 
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would  lake  it,  along  with  Amtrak.  as  a 
package  deal. 

I  am  going  to  vote  for  this,  but  I  am 
also  going  to  make  it  clear  that  we  are 
just  digging  ourselves  into  a  deeper 
hole  for  next  year.  How  deep  are  we 
digging  ourselves  in?  Next  year 
Gramm-Rudman-Hollings  deficit 

target  is  $108  billion,  and  I  would  like 
to  meet  privately  with  any  Senator 
who  thinks  that  there  is  a  way  that  we 
can  meet  a  target  of  $108  billion  for 
next  year.  That  would  require  savings 
in  the  next  budget  year  of  at  least  $60 
billion  and  maybe  as  much  as  $80  bil- 
lion. 

Now,  if  we  have  not  guts  enough  to 
come  up  with  even  $8  billion  of  sav- 
ings, or  $13  billion,  or  $14.5  billion, 
any  one  of  which  would  have  been 
some  kind  of  a  benchmark  for  this 
year,  how  in  the  world  arp  we  going  to 
get  to  $60  billion,  let  alone  to  $80  bil- 
lion in  savings  next  year?  It  is  going  to 
be  an  exciting  year. 

Mr.  President.  I  just  want  to  close  by 
saying  that  while  I  am  very  disap- 
pointed, indeed  I  am  highly  critical  of 
the  package  of  reconciliation  legisla- 
tion which  has  been  presented  to  us.  I 
do  not  want  that  to  be  taken  as  a  criti- 
cism of  the  chairman  and  the  ranking 
minority  member.  I  really  think  they 
honestly  do  the  best  they  can.  I  am 
not  sure  whether  they  are  doing  the 
right  thing. 

I  am  going  to  support  the  package 
just  as  the  best  thing  that  is  available, 
even  though  I  think  it  is  not  very  de- 
sirable. But.  you  know,  in  the  final 
analysis  ihe  leaders  around  here,  the 
majority  leader,  minority  leader,  the 
chairman,  and  the  ranking  minority 
member  of  the  Budget  Committee  are 
actually  constrained  by  what  we  are 
willing  to  do  as  a  Senate.  They  have  a 
lot  of  clout.  They  have  a  lot  of  influ- 
ence. Many  of  us  try  to  defer  to  them 
whenever  we  can,  particularly  on 
issues  of  this  kind.  But  in  the  final 
analysis  they  have  to  put  something 
up  that  can  get  votes  enough  to  pass. 

I  do  not  sense  in  this  Chamber  and 
certainly  not  in  the  other  body  any 
real  desire  to  make  budget  savings.  I 
do  not  know  what  happened,  but 
somewhere  along  the  way  the  sense  of 
urgency  about  the  budget  gradually 
disappeared.  It  certainly  disappeared 
over  in  the  administration.  I  am  hope- 
ful they  are  about  to  get  pumped  up 
on  this  subject  again  and  really  come 
out  swinging  and  maybe  veto  the  con- 
tinuing resolution  and  maybe  some  of 
the  other  bills. 

I  noticed  the  other  day.  for  example, 
that  we  put  through  the  Interior  ap- 
propriations that  was  about  $3  billion 
above  the  President's  request.  He  cer- 
tainly ought  to  veto  that  if  he  is  seri- 
ous about  it.  We  put  through  a  Labor- 
HHS  bill  that  is  way  above  the  Presi- 
dents  request.  I  am  assuming  no 
matter  what  happens,  the  continuing 
resolution  will  be  way  above  what  the 


President  has  suggested  is  necessary  to 
run  the  Government  for  next  year. 

So  I  hope  he  will  veto  a  bunch  of 
bills.  The  result  of  that  might  turn  out 
to  be  some  chaos,  maybe  a  delay  in  the 
adjournment  of  the  session,  and  I 
would  regret  that,  but  it  would  be  a 
far  less  regret  on  my  part  than  to  have 
this  session  of  Congress  adjourn  with- 
out making  any  real  progress  toward 
getting  Federal  spending  under  con- 
trol. 

D  1130 

Mr.  President.  I  suggest  the  absence 
of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

n  1140 

Mr.  DOMENICI.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


OMNIBUS  BUDGET 
RECONCILIATION  ACT.  1987 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senate  will 
resume  consideration  of  the  pending 
business,  which  the  clerk  will  state. 
The  legislative  clerk  read  as  follows: 
A  bill  (S.  2706)  to  provide  for  reconcilia- 
tion pursuant  to  section  2  of  the  concurrent 
resolution  on  the  budget  for  fiscal  year  1987 
(S.  Con.  Res.  120.  Ninety-ninth  Congress). 

The  Senate  resumed  consideration 
of  the  bill. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Mexico. 

Mr.  DOMENICI.  Mr.  President,  in 
behalf  of  myself  and  the  ranking  mi- 
nority member  of  the  committee.  Sen- 
ator Chiles,  we  are  prepared  to  start 
reconciliation.  As  I  understand  it, 
there  are  now  8  hours  remaining. 

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 

Mr.  DOMENICI.  Mr.  President,  I  am 
going  to  yield  myself  15  minutes  off 
the  bill  rather  than  send  to  the  desk 
the  so-called  leadership  amendment, 
so  that  I  will  have  time  to  discuss  it 
generally.  Once  I  .send  it  to  the  desk, 
there  will  be  1  hour  of  debate  on  each 
side.  We  do  have  one  or  two  items  that 
we  want  to  discuss  with  the  majority 
leader  and  the  minority  leader  that 
are  in  the  package,  and  I  want  to  talk 
about  whether  or  not  we  should  make 
some  adjustments  early  on. 

Let  me  proceed  for  15  minutes  and 
have  it  charged  against  the  Senator 
from  New  Mexico  on  the  time  remain- 
ing on  the  bill  and  not  against  the 
amendment  I  will  offer  shortly. 

Let  me  see  if  I  can  summarize  quick- 
ly where  we  are. 

First  of  all,  I  heard  the  distinguished 
Senator  from  Colorado  talk  about  this 
reconciliation  bill.  I  was  very  pleased 


to  hear  somewhere  near  the  end  of  the 
discussion,  after  my  good  friend  from 
Colorado,  in  his  good  style,  indicated 
his  criticisms  of  it,  that  he  indicated 
he  would  vote  for  it. 

Well.  I  hope  he  is  joined  by  many, 
many  Senators.  I  do  not  know  that 
there  will  be  very  many  Senators  who 
will  not  vote  for  this.  I  hope  there  will 
be  many  Senators  vote  for  it.  In  fact,  I 
do  not  know  why  anyone  would  vote 
against  it.  I  think  when  they  finish  re- 
viewing it,  and  realize  what  will 
happen  if  we  do  not  adopt  it,  they 
might  be  more  inclined  to  vote  for  it. 

This  does  not  mean  that  this  is  even 
close  to  a  good  solution  to  the  fiscal 
problems  of  this  Nation.  However,  it 
has  a  very  good  chance,  if  it  were 
adopted  by  both  Houses  and  signed  by 
the  President,  of  helping  us  to  avoid  a 
sequester  come  October. 

Also,  if  adopted,  it  should  be  enough 
to  convince  the  U.S.  Senate  that  they 
ought  to  postpone  a  sequester  vote.  If 
they  do  not  want  to  postpone  it  per- 
manently, perhaps  for  a  week  so  that 
we  can  go  to  conference  with  the 
House.  The  House  will  be  voting  on  a 
reconciliation  bill  next  Wednesday. 

The  continuing  resolution  will  be 
working  its  way  through  that  process. 
If  we  can  adopt  this,  I  see  no  reason 
for  a  sequester  as  mandated  by  law 
today. 

Let  me  first  thank  all  the  people  in- 
volved in  preparing  this  package.  The 
cooperation  has  been  excellent.  Those 
representing  the  President,  through 
the  Office  of  the  Director  of  the 
Budget,  and  particularly  Director 
Miller,  have  been  extremely  helpful. 

Hopefully,  I  can  report  later  that 
they  support  this  approach.  At  this 
point  I  am  not  able  to  state  that. 

Senator  Chiles  has  been  most  help- 
ful. Almost  every  member  and  chair- 
men of  the  committees  affected  by 
this  bill  have  been  helpful.  They  seem 
to  be  well  aware  of  the  fact  that  we 
have  to  do  something  so  we  do  not 
have  the  across-the-board  cuts  con- 
templated by  our  failure  to  reach  $154 
billion  this  coming  October  when  we 
finally  finish  appropriations  and  start 
a  new  fiscal  year. 

n  1150 

With  that,  Mr.  President,  let  me  tell 
the  Senate  what  the  package  contains. 
First,  the  so-called  leadership  amend- 
ment would  be  an  amendment  to  the 
pending  bill.  The  pending  bill  saves 
$3.9  billion  and  includes  among  its 
many  provisions  a  new  cigarette  tax  of 
8  cents,  which  would  yield  $1.6  billion 
in  revenue.  There  are  many  other  pro- 
visions in  the  bill  and  what  we  propose 
to  do  is  offer  a  major  leadership 
amendment  that,  in  its  totality  would 
reduce  the  deficit  by  $13.3  billion. 

That  is  made  up  of  two  categories: 
On  the  revenue  side,  this  amendment 
would  delete  the  cigarette  tax  that  is 
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in  the  bill  pending  before  tlie  Senate. 
It  would  substitute,  a  total  of  $4.1  bil- 
lion on  the  revenue  side,  resulting  in 
revenue  increases  of  $4,877  billion. 
These  revenues  are  principally  made 
up  of  accelerated  State  and  local  de- 
posits on  Social  Security,  State  and 
local  Medicare  coverage,  increased  IRS 
compliance,  increased  IRS  penalties, 
and  accelerated  excise  tax  collections. 

Most  of  those  are  not  new  taxes. 
They  simply  make  those  who  collect 
them  collect  them  more  promptly. 
When  you  add  those  up,  we  can  credit 
the  revenue  side  of  the  ledger  for  $4.9 
billion. 

We  then  have  the  remainder  of  that 
$13.3  billion  that  we  are  going  to  save. 
We  have  REA  loan  prepayments  of  an 
additional  $500  million;  RDIF— rural 
development  insurance  fund— loan 
asset  sales.  $1  billion:  rural  housing 
loan  asset  sales,  $1.4  billion:  Eximbank 
sales,  $1.5  billion:  Ship  Mortgage  Act 
amendment.  $12  million:  Coast  Guard 
user  fees,  $38  billion:  crude  oil  over- 
charge. $336  million. 

What  that  is.  I  quickly  tell  the 
Senate,  is  the  remnants  of  the  regula- 
tory schemes  of  8,  9.  and  10  years  ago, 
where  certain  companies  had  over- 
charged under  the  regulations  that  ex- 
isted during  the  oil  crisis.  We  are  going 
to  collect  money  from  them.  This  is 
merely  saying  on  some  of  tho.se  prod- 
ucts that  the  money  is  going  to  come 
to  the  Federal  Government  instead  of 
getting  distributed  out  there  among 
the  States.  The  States  have  already  re- 
ceived over  $2  billion.  This  is  some  of 
that.  We  think  we  are  entitled  to  it.  we 
think  it  is  timely,  we  think  we  can  get 
it. 

Federal  Energy  Regulatory  Commis- 
sion fees,  $33  million:  Nuclear  Regula- 
tory Commission  fees,  $21  million;  En- 
vironmental Protection  Agency  fees. 
$10  million;  sale  of  EDA  notes  of  $50 
million:  broaden  the  Federal  Deposit 
Insurance  Corporation  assessment 
base.  $310  million.  I  am  sure  there  will 
be  people  down  here  talking  about 
that  one.  We  have  it  in  the  proposed 
leadership  amendment. 

Wc  will  sell  Conrail.  That  should 
yield  $2.1  billion.  I  note  the  House  has 
been  following  suit.  We  have  been 
working  on  this  for  3  or  4  years.  It  will 
finally  reach  fruition  today.  I  comple- 
ment the  Members  who  have  given  us 
amendments  that  make  it  palatable  to 
everyone. 

Sale  of  college  housing  loans,  almost 
$600  million:  small  business  loan  assets 
sales,  about  $361  million.  Farm  defi- 
ciency payments  are  going  to  be  in  the 
package  as  we  contemplate  it.  We  have 
not  sent  it  to  the  desk  yet. 

Let  me,  so  that  every  one  will  have 
all  the  details,  ask  unanimous  consent 
that  the  chart  I  send  to  the  desk  be 
printed  in  the  Record.  It  is  a  tabloid 
explanation  of  the  details  of  the  bill. 


There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 
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Soles  —All  loan  assel  sales  are  without  recourse 

Mr.  DOMENICI.  Mr.  President,  I 
say  to  my  fellow  Senators  that  Sena- 
tor Chiles  and  I  have  arranged  to  dis- 
tribute that  summary  to  everyone.  If 
it  is  not  on  your  desk  now,  it  is  avail- 
able and  we  are  prepared  to  answer 
questions  about  anything  in  it.  Most  of 
the  provisions  that  either  sell  assets, 
impose  user  fees,  increase  revenues,  or 
change  the  Medicare  Program  of  this 
country,  have  been  drafted  by  the  ap- 
propriate authorizing  committees  and 
I  can  only  say  thanks  to  them  all. 
They  and  their  staffs  have  been  very 
cooperative.  If  we  need  the  chairman 
or  ranking  member  to  explain  their 
provisions,^  let  me  indicate  to  any  Sen- 
ator who  wants  to  inquire,  that  they 
are  willing  to  come  down  and  answer 
questions  about  them. 

Mr.  President,  let  me  state  the  par- 
liamentary situation  so  Senators  can 
be  thinking  about  what  they  might 
want  to  do.  This  amendment  that  will 
be  offered  by  the  Senator  from  New 
Mexico  and  the  Senator  from  Florida 
[Mr.  Chiles]— hopefully  to  be  joined 
by  many  other  Senators  from  both 
sides  of  the  aisle  and  most  of  the  lead- 
ership, is  under  the  Budget  Act  and 
the  Byrd  amendment  on  extraneous 
material  subject  to  a  point  of  order. 


Clearly,  that  point  of  order  would  be 
because  of  the  Byrd  amendment  on 
the  extraneous  material  and  because 
of  the  traditional  precedent  of  this 
body  with  reference  to  germaneness 
on  a  reconciliation  agreement.  It 
would  not  be  germane.  But  this  is  cur- 
able by  the  will  of  the  Senate. 

The  point  of  order  does  not  mean 
that  we  cannot  adopt  it;  it  merely 
means  that  if  somebody  wants  to  raise 
that  point  of  order  we  would  be  re- 
quired to  have  60  votes  for  its  adop- 
tion or  60  votes  to  waive  the  impedi- 
ment against  its  adoption.  We  think 
that  eventually,  there  would  be  60 
Senators  who  would  be  willing  to  vote 
for  this.  We  do  not  know  that  yet.  but 
we  think  so.  In  fact,  as  I  said  a  few 
minutes  ago,  I  think  there  will  be 
more  than  that. 

On  the  other  hand,  we  would  like 
very  much  to  consider  a  unanimous- 
consent  approach  that  would  makp 
this  in  order  with  a  majority:  then  we 
would  like  to  do  the  same  for  amend- 
ments that  people  would  ask  us  about 
so  that  they,  too,  could  offer  their 
amendments  without  the  impediment 
of  being  subject  to  a  point  of  order. 

I  do  not  know  if  we  can  do  that.  We 
already  have  a  list  of  20  or  so  amend- 
ments. Clearly,  there  are  Senators 
who  would  want  to  raise  points  of 
order  against  those  amendments. 
They  are  substantive  changes  in  the 
law.  They  change  rescission  proce- 
dures, they  transfer  airports,  they  do 
all  kinds  of  things.  Some  of  them 
result  in  legislative  savings  of  money 
that  we  just  have  not  been  able  to  in- 
clude in  our  package.  So,  what  we  are 
going  to  do  after  we  introduce  the 
amendment  is  start  asking  Senators 
which  they  prefer:  would  they  prefer 
to  try  to  work  out  a  unanimous-con- 
sent agreement  or  would  they  prefer 
that  we  proceed  and  if  we  can  get  our 
60  votes,  then  that  amendment  will  be 
adopted? 

Then  I  must  remind  my  fellow  Sena- 
tors that  if  we  go  that  latter  route,  all 
their  amendments  are  going  to  require 
60  votes.  That  may  be  all  right  by 
some  of  them.  I  just  want  them  to 
know  that  we  would  like  to  adopt  this 
because  we  think  it  has  broad  support. 
Perhaps  it  has  to  be  modified  a  bit.  We 
also  think  it  comes  very,  very  close  to 
avoiding  a  sequester  and  to  justifying 
our  putting  off  the  preliminary  across- 
the-board  mandate  that  is  pending 
before  the  close  of  business  today. 

Almost  everyone  has  been  helpful. 
Some  of  the  chairmen  have  questions 
on  maybe" two  or  three  of  these  items. 
We  shall  be  glad  to  go  over  those  with 
them.  I  particularly  want  to  thank  one 
chairman,  the  chairman  of  the  Com- 
mittee on  Appropriations.  Mr.  Hat- 
field, because  basically  he  has  worked 
with  us  in  such  a  way  that  we  can  now 
be  assured  that  the  Internal  Revenue 
Service  will  get  the  increased  revenues 
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it  has  been  seeking,  so  as  to  enforce 
the  laws  of  this  land  in  what  they  per- 
ceive to  be  an  adequate  manner.  We 
have  worked  out  with  the  administra- 
tion the  requisite  money  for  that,  and 
the  appropriators,  with  Senator  Hat- 
field's assistance,  have  helped  us  with 
language  that  will  assure  that  funding 
in  the  continuing  resolution,  thus  jus- 
tifying the  increased  revenues  through 
the  year  by  way  of  enforcing  the  laws 
of  our  country  in  a  manner  that  is 
more  apt  to  cause  taxpayers  to  pay 
what  they  owe. 

D  1200 

Having  said  that,  I  need  a  few  min- 
utes to  confer  with  the  majority 
leader.  I  believe  the  distinguished  Sen- 
ator from  Florida  would  like  to  make 
some  comments,  so  I  am  going  to  yield 
the  floor.  We  are  running  our  time, 
but  we  have  not  started  to  run  time 
against  the  amendment,  which  I  will 
offer  shortly. 

The  PRESIDING  OFFICER  (Mr. 
Mattingly).  The  Senator  from  Flori- 
da. 

Mr.  CHILES.  Mr.  President,  over  the 
years  I  have  been  here,  I  have  learned 
that  you  do  not  always  get  everything 
you  want.  That  lesson  was  repeated 
for  me  early  this  year  on  the  budget. 
Senator  Domenici  and  I  brought  to 
the  floor  a  budget  with  a  combination 
of  spending  cuts  and  revenues  that 
would  have  brought  the  deficit  down 
to  within  the  $144  billion  deficit  target 
for  this  year.  We  would  not  be  here 
today  on  a  reconciliation  bill  like  this 
had  we  been  able  to  adopt  the  budget 
with  which  we  came  out  of  the  Budget 
Committee. 

E}ven  with  the  reestimates  due  to  a 
slower  economy,  we  would  have  a  defi- 
cit low  enough  to  avoid  a  sequester 
with  no  further  action.  We  lost  some 
revenues  on  the  floor,  but  we  would 
still  be  within  $2  billion  of  avoiding  se- 
quester under  the  Senate-passed 
budget  resolution. 

But  by  the  time  the  budget  came 
back  from  the  House,  most  of  the 
original  revenues  were  gone. 

I  knew  then  that  we  would  be  in  for 
it  this  fall.  I  knew  then  we  would 
either  have  to  come  up  with  much 
deeper  and  more  painful  spending 
cuts,  or  face  a  sequester  which  would 
mean  across-the-board  cuts  in  most 
programs.  That  is  where  we  are  right 
now. 

As  the  Budget  Act  requires,  we  have 
reconciliation  before  us.  It  is  the  bill 
that  makes  the  statutory  changes  to 
enforce  the  budget  resolution.  It  is  a 
disappointment  to  me  that  this  bill,  as 
it  stands  now,  would  only  reduce  the 
deficit  by  roughly  $3.5  billion. 

Everybody  here  knows  that  is  not 
nearly  enough.  It  does  not  have  a  real 
impact  on  the  deficit.  It  does  not  even 
get  us  within  the  $10  billion  security 
zone  that  would  allow  us  to  avoid  a  se- 
quester.   And    it    certainly    does    not 


come  close  to  reaching  the  $144  billion 
deficit  target. 

So  what  we  have  done  is  put  togeth- 
er a  package  of  additional  spending 
cuts  which  we  now  bring  before  the 
Senate. 

In  all,  this  package  amounts  to 
about  $13  billion  in  deficit  reduction. 

One  of  the  virtues  of  the  package  is 
that  it  accounts  for  spending  Congress 
is  certain  to  allow  before  we  adjourn. 
Provisions  are  made  for  removal  of  the 
Social  Security  trigger  threshold,  and 
to  allow  for  farm  deficiency  payments. 

In  addition,  it  builds  on  the  Senate- 
reported  reconciliation  package  and 
adds  further  substantial  savings. 

As  to  the  specifics,  let  me  briefly  de- 
scribe some  of  the  provisions. 

For  example,  it  reduces  Medicare 
spending  by  $1.2  billion  through  modi- 
fications to  the  provisions  that  require 
prompt  payment  of  claims.  The  pack- 
age would  still  require  prompt  pay- 
ment, and  interest  would  still  be  paid 
on  claims  which  do  not  meet  timely 
payment  standards. 

We  were  also  able  to  tighten  up 
some  provisions,  and  3  days  have  been 
added'  to  the  length  of  the  payment 
cycle  to  achieve  these  savings.  There 
are  no  other  changes  to  the  commit- 
tee-reported Medicare  provisions.  We 
still  have  the  cap  on  increases  in  the 
deductible,  and  we  still  have  a  1.5-per- 
cent increase  for  hospital  admissions. 

We  also  advance  the  fourth— and 
final— quarter  payment  for  revenue 
sharing  from  October  5  to  September 
30  which  saves  $680  million  in  fiscal 
1987. 

There  are  revenue  provisions  in  the 
package.  They  include  $1  billion  of 
rural  development  loan  asset  sales, 
and  accelerated  payment  of  excise 
taxes  on  distilled  spirits  and  tobacco 
products.  It  also  reduces  outlays  by 
$361  million  through  the  sale  of  SBA 
section  503  loan.  A  complete  list  of  the 
revenue  provisions  is  available  on  the 
desk  of  each  Senator. 

This  amendment  assumes  the  House 
revenue  provision  regarding  oil  spill  li- 
ability legislation.  It  would  assess  a  1.3 
cent  per  barrel  tax  on  oil,  and  deposit 
these  funds  in  the  oil  spill  liability 
trust  fund. 

And  it  mandates  the  use  of  advanced 
farm  deficiency  payments  at  current 
levels  in  fiscal  1987. 

It  also  directs  the  Secretary  of 
Transportation  to  conduct  a  public  of- 
fering of  Conrail  common  stock  in 
fiscal  1987. 

Guaranteed  student  loan  applicants 
would  have  to  meet  a  financial  need 
test,  and  the  interest  rate  for  new  bor- 
rowers would  increase  from  8  to  10 
percent. 

And  Coast  Guard  user  fees  are  ex- 
pected to  bring  in  $138  million  be- 
tween fiscal  1987  and  fiscal  1989. 

And  before  anybody  asks  me,  I  will 
just  say  right  now  it  is  not  what  I 
wanted.  I  would  put  this  package  in 


that  category  I  mentioned  in  the  be- 
ginning as  ieast-worst. " 

The  ideal  situation  would  be  to 
reach  the  Gramm-Rudman-Hollings 
deficit  target.  This  reconciliation  pack- 
age won't  do  that.  What  it  will  do,  is 
get  the  deficit  down  below  $154  billion, 
and  avoid  the  need  for  a  sequester. 

I  know  some  will  want  to  ask:  "If  it's 
only  second  best,  why  should  anybody 
vote  for  it?" 

Well,  Mr.  President,  to  answer  that 
question,  let  us  put  this  package  in  its 
proper  context.  This  package  is  mid- 
way between  the  best  we  can  do,  and 
the  worst  that  can  happen  under 
Gramm-Rudman-Hollings.  There  is 
one  option  that's  worst  of  all,  and  that 
would  be  to  do  absolutely  nothing, 
ignore  the  law,  and  settle  for  a  deficit 
this  year  of  over  $175  billion. 

But  among  the  realistic  options  we 
have  open  to  us,  this  reconciliation 
package  is  in  the  middle.  And  if  I  read 
the  sentiments  in  this  body  correctly, 
it  is  probably  the  best  we  can  do. 

There  is  no  way  we  can  actually 
reach  the  $144  billion  deficit  target- 
short  of  a  sequester— without  addition- 
al revenues.  The  White  House  will  not 
go  along  with  that.  They  say  despite 
the  soft  economy,  despite  the  record 
trade  deficit,  there  will  be  no  extra 
revenues  to  help  meet  the  deficit 
target. 

On  the  opposite  end  of  the  problem 
is  the  sequester  resolution.  We  could 
defeat  this  reconciliation  package,  and 
the  Senate  would  then  have  to  vote  on 
the  sequester  order.  I  will  concede  to 
this  body  that  adopting  the  sequester 
resolution  will  get  us  down  to  this 
year's  deficit  target. 

But  I  remind  the  Senate  that  a  se- 
quester would  fall  equally  on  both  do- 
mestic spending  and  on  defense  spend- 
ing. Many  worthwhile  and  necessary 
domestic  services  would  be  sharply 
cut.  And  for  those  of  us  concerned 
about  maintaining  the  defenses  of  this 
country,  the  military  would  be  in  for 
further  reductions.  The  Appropria- 
tions Committee  did  yeoman  work 
keeping  the  DOD  bill  within  a  tight 
outlay  target,  with  no  phony  account- 
ing—there is  no  water  left  there  to 
squeeze. 

So  all  of  us  would  lose.  But  those  of 
us  in  the  Senate  would  lose  perhaps  a 
little  more. 

We  would  be  saying  to  the  country 
that  the  men  and  women  sent  here  to 
watch  over  the  course  of  economic  af- 
fairs simply  could  not  do  the  job.  We 
would  say  to  the  country  that  we  had 
one  final  chance  to  put  our  thoughts 
and  best  efforts  into  the  deficit  fight, 
but  we  backed  away  and  allowed  a  for- 
mula to  rule  national  affairs. 

So  what  we  have  are  three  basic 
choices. 

We  can  adopt  a  reconciliation  pack- 
age with  cuts  large  enough  to  avoid  a 
sequester. 
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Or  we  could  surrender  the  chance  to 
make  a  rational  choice,  and  instead, 
vote  for  a  procedure  which  will  take 
the  power  of  choice  and  judgment 
from  our  hands,  and  cut  the  good  pro- 
grams with  the  bad. 

Or,  finally,  we  could  defeat  this 
package,  vote  down  sequester  and  say 
to  the  country,  "We  just  couldn't  cut 
it." 

For  my  part,  I  will  support  this  rec- 
onciliation package  and  urge  my  col- 
leagues to  do  so,  as  well.  Is  it  a  perfect 
package?  No,  it  is  not. 

Is  it  an  easy  choice?  No,  it  is  not. 

Will  it  solve  the  deficit  problem  for 
this  year?  No,  it  will  not. 

This  package  will  help  us  get  by  this 
year.  But  it  does  not  meet  the  obliga- 
tions under  Gramm-Rudman-Hollings 
for  steady  progress  on  a  5-year  path. 

Senator  Domenici.  Senator  Gorton 
and  I  and  others  have  all  proposed 
plans  in  the  past  that  would  have  pro- 
duced growing  savings  and  a  balanced 
budget  in  5  years.  The  Senate  turned 
those  down.  We  have  been  stuck  on  1- 
year  proposals.  And  this  is  another 
one. 

But  I  say  to  my  colleagues  that  a  se- 
quester is  next  to  surrender.  Given  the 
present  condition  of  the  economy,  we 
have  to  do  the  best  we  can,  rather 
than  cause  dramatic  dislocations  and 
disruption  just  when  the  economy  is 
unsteady  and  unsure. 

Mr.  President,  during  World  War  II, 
a  pilot  wrote  these  words  that  are  ap- 
propriate for  the  situation  we  are  in 
now.  He  said: 

We  believe  that  our  advance  is  incomplete, 
that  tomorrow's  truth  derives  from  yester- 
day's error,  and  that  the  contradictions  to 
be  overcome  are  the  very  mainsprings  of 
growth. 

There  is  no  question  that  our  ad- 
vance is  incomplete,  in  the  same  way 
that  this  proposed  solution  Is  incom- 
plete. But  if  we  want  this  economy  to 
grow,  we  have  to  act  now  and  keep 
moving  in  the  best,  most  rational  and 
responsible  way  we  can. 

This  reconcilation  package  is  a 
chance  to  move  ahead,  to  learn  from 
our  first-year  problems  under  Gramm- 
Rudman-Hollings  and  do  the  best  we 
can  for  this  economy. 

They  tell  me  that  today  is  a  "triple 
witching  hour"  on  Wall  Street.  Well, 
we  are  facing  our  own  triple  witching 
hour.  We  have  to  pass  reconciliation, 
pass  appropriation,  and  pass  a  debt 
limit  bill.  We  hit  one  witching  hour  at 
midnight  tonight— we  have  to  vote  on 
a  sequester  resolution.  When  we  hit 
that  witching  hour,  the  sequester  is  a 
bubbling  cauldron.  I  hope  we  do  not 
fall  into  that  cauldron  and  get  burned. 

I  hope  my  colleagues  will  support 
this  package. 

It  is  tempting  to  think  some  magic 
could  release  us.  But  not  this  time. 
Starting  right  now,  the  only  formula 
we  have  involves  equal  measures  of 


hard  work,  clear  thinking,  and  gump- 
tion. 

That  is  not  the  kind  of  formula  you 
find  in  a  book.  It  is  the  kind  of  formu- 
la that  originates  inside  each  Member 
of  the  Senate. 

It  comes  down  to  the  old  rhyme; 
Boil.  boil. 
Toil  and  Trouble 
If  we  fail  in  this. 
Well  all  be  rubble. 

Mr.  DOLE.  I  commend  Senators  Do- 
menici and  Chiles  because  we  now 
have  a  measure  before  us.  The  clock  is 
running  and  we  have  plenty  of  time. 
There  are  still  almost  8  hours.  And  I 
would  hope  we  could  have  a  resolution 
of  this  matter  by  midafternoon.  It 
seems  to  me,  they  put  together  a  very 
sensible  approach  which  almost  meet- 
ing the  targets,  a  bit  short.  I  guess 
about  a  billion  dollars. 

I  would  hope  that  we  could  get  some 
agreement.  I  know  there  are  a  number 
of  amendments  floating  around.  But 
most  of  them  are  not  germane,  which 
means  it  is  going  to  take  60  votes  to 
approve  them.  If  someone  can  get  60 
votes  for  a  nongermane  amendment, 
they  can  probably  get  it  passed. 

But  I  do  believe,  that  if  we  could  get 
consent  to  offer  the  amendment  of 
Senator  Domenici  and  Senator 
Chiles,  I  am  going  to  join  in  sponsor- 
ing the  amendment.  And  I  hope  the 
minority  leader  will,  as  well,  after  he 
has  had  an  opportunity  to  look  at  it 
carefully.  There  may  be  some  areas 
that  still  need  to  be  negotiated. 

Generally,  I  commend  both  Senators 
for  a  full  day's  work  yesterday  and 
earlier  in  an  effort  to  bring  it  this  far. 
They  worked  with  the  House  and  with 
colleagues  on  both  sides  of  the  aisle, 
the  committee  chairmen  and  ranking 
minority  members.  I  do  not  know  how 
many  different  meetings  were  held  but 
a  number,  and  they  were  still  meeting 
at  8:30  p.m.  last  evening.  After  that 
there  was  a  lot  of  drafting  going  on. 

Mr.  BYRD.  Mr.  President,  on  that 
subject,  will  the  distinguished  majori- 
ty leader  yield? 

Mr.  DOLE.  I  am  happy  to  yield. 

Mr.  BYRD.  Mr.  President,  I  hope 
that  the  Senate  can  be  in  recess  for  an 
hour  beginning  at  12:30,  because  I 
have  called  a  conference  of  Democrats 
at  the  request  of  Mr.  Chiles,  so  that 
we  can  hear  from  him  an  explanation 
of  what  the  provisions  are  in  the  pack- 
age that  would  be  brought  to  the 
floor.  Inasmuch  as,  under  the  order  of 
yesterday,  the  total  time  remaining  on 
the  reconciliation  measure  is  limited 
to  8  hours  to  begin  running  at  such 
time  as  the  manager  or  the  ranking 
manager  are  ready  to  proceed,  would 
the  distinguished  majority  leader  be  in 
a  position  to  recess  the  Senate  so  that 
we  might  have  an  hour's  discussion 
that  would  not  be  interrupted  by 
quorum  calls,  et  cetera? 

Mr.  DOLE.  Would  that  be  charged 
against  the  8  hours  or  not? 


Mr.  BYRD.  That  would  not  be 
charged  against  the  8  hours  under  the 
order  of  yesterday. 

Would  the  majority  leader  want  to 
charge  it  against  the  8  hours? 

Mr.  DOLE.  I  want  to  leave  ample 
time  for  the  managers.  There  are  25 
amendments  pending  and  if  we  have 
votes  on  25  amendments,  we  are  look- 
ing at  a  2  or  3  a.m.  event  here  tomor- 
row morning. 

Mr.  BYRD.  Rather  than  charge  it 
against  the  time,  I  would  just  as  soon 
the  Senate  continue  in  session,  be- 
cause I  think  it  is  important  that 
there  be  an  ample  amount  of  time  of  8 
hours  on  the  package. 

Mr.  DOLE.  I  agree  with  that. 

Mr.  BYRD.  Mr.  President,  I  speak 
from  a  misunderstanding  to  start  with. 
I  did  not  realize  the  clock  had  already 
begun  running  and  the  two  managers 
had  already  proceeded.  So  I  withdraw 
a  bit  from  my  earlier  stance. 

I  would  take  the  manager's  advice  at 
this  point  as  to  whether  or  not  the 
manager  on  either  side  is  willing  to 
charge  the  hour  of  the  recess  against 
the  8  hours. 

Mr.  DOLE.  That  would  be  30  min- 
utes on  a  side.  We  would  be  happy  to 
accept  30  minutes. 

Mr.  BYRD.  Mr.  President,  Mr. 
Chiles  has  indicated  he  thinks  it 
would  be  well  worth  having  the 
recess— we  will  have  the  recess— but  he 
thinks  it  would  be  worth  it  to  have  the 
discussion  charged  against  the  8 
hours.  Otherwise,  discussions  would  be 
going  on  on  the  floor.  In  that  way,  we 
could  have  the  discussions  without 
any  interruptions  and  we  would  not 
have  rollcall  votes  or  anything  else  to 
distract  our  attention. 

ORDER  FOR  1-HOUR  RECESS  AT  12130 

Mr.  DOLE.  Mr.  President.  I  ask 
unanimous  consent  that  at  12:30  we 
stand  in  recess  for  1  hour  and  that  the 
time  be  equally  charged  to  each  side. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOMENICI.  Mr.  President.  I 
ask  unanimous  consent  that  I  be  per- 
mitted to  proceed  for  1  minute  and 
that  it  be  charged  against  my  half 
hour  off  the  bill  as  previously  ordered. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOMENICI.  Mr.  President,  I 
want  to  say  to  the  Senators  who  are 
here  on  the  floor  or  who  might  be  in- 
terested in  this  reconciliation  bill— and 
I  assume  they  all  are— that  while  we 
have  not  submitted  the  so-called  lead- 
ership amendment,  it  is  in  final  form. 
A  chart  showing  each  of  the  items  in 
terms  of  their  effect  on  this  reconcilia- 
tion bill  is  available.  The  staff  of  the 
Budget  Committee  and  the  staffs  of 
various  authorizing  appropriating  and 
finance  committees  have  them.  We 
will  be  glad,  during  the  next  hour,  to 
make  them  available.  The  Senator 
from  New  Mexico  will  be  available  if 
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anyoni'  wants  Yne  to  explain  what  it  is 
we  have  done. 

Mr.  President,  everything  in  this  was 
either  previously  voted  out  of  commit- 
tees by  reconciliation  or  debated  and 
discussed  around  the  Senate  and  in 
committees  heretofore.  On  the  reve- 
nue side,  with  one  exception,  all  the 
items  there  have  been  before  the  com- 
mittees and  at  one  time  or  another  on 
the  floor  of  the  U.S.  Senate. 

So  we  are  available  again  to  go 
through  them  and  I  understand  that 
the  Finance  Committee  staff,  on  the 
tax  part.  is.  also.  Most  of  the  other 
committees  have  touched  on  the  issues 
that  are  here,  either  in  the  reconcilia- 
tion bill  pending  or  in  the  previous 
sale  of  assets  or  user  fee  impositions. 

So  while  we  are  not  having  a  caucus 
on  our  side,  this  distribution  of  infor- 
mation is  taking  place  and  we  are 
available  to  consult  with  anyone  who 
is  interested. 

1  yield  the  floor. 

RECESS  UNTIL  i:30  P.M. 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senate  will 
now  stand  in  recess. 

Thereupon,  at  12:33  p.m..  the  Senate 
recessed  until  1:33  p.m.:  whereupon, 
the  Senate  reassembled  when  called  to 
order  by  the  Presiding  Officer  (Mr. 
Grassley). 

The  PRESIDING  OFFICER.  The 
Chair,  in  his  capacity  as  a  Senator 
from  Iowa,  suggests  the  absence  of  a 
quorum  and  makes  the  point  that  the 
time  be  divided  equally. 

The  clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roll. 

The  PRESIDING  OFFICER.  The 
Chair  asks  that  the  calling  of  the 
quorum  be  dispensed  with. 

I  observe  no  objection. 


RECESS  FOR  30  MINUTES 

The  PRESIDING  OFFICER.  The 
Chair,  in  his  capacity  as  a  Senator 
from  Iowa,  asks  that  the  Senate  stand 
in  recess  for  a  period  of  30  minutes 
and  that  the  time  be  equally  divided 
between  the  two  sides. 

Thereupon,  at  1:34  p.m..  the  Senate 
recessed  until  2:06  p.m..  whereupon, 
the  Senate  reassembled  when  called  to 
order  by  the  Presiding  Officer   [Mr. 

QUAYLE]. 

The  PRESIDING  OFFICER.  The 
Chair,  in  his  capacity  as  a  Senator 
from  Indiana,  suggests  the  absence  of 
a  quorum,  with  the  time  for  the 
quorum  to  be  divided  equally. 

The  clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

Mr.  PELL.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER  (Mr. 
Denton).  Without  objection,  it  is  so 
ordered. 


NICHOLAS  DANILOFF  THANKS 
U.S.  SENATE 

Mr.  PELL.  Mr.  President,  in  the 
course  of  a  recent  trip  to  Moscow  by 
staff  members  of  the  Foreign  Rela- 
tions Committee  to  review  the  status 
of  the  new  U.S.  Embassy  Building,  the 
committees  minority  counsel,  David 
Keaney,  had  an  opportunity  to  meet 
with  Nick  Daniloff  of  U.S.  News  & 
World  Report  on  three  separate  occa- 
sions. During  the  last  meeting,  Mr. 
Daniloff  expressed  his  deep  apprecia- 
tion for  the  action  of  the  Senate  in 
passing  Senate  Resolution  486,  and 
asked  Mr.  Keaney  to  bring  oack  a 
letter  to  the  Senate  setting  forth  his 
personal  thanks. 

His  letter  reads  as  follows: 

U.S.  News  &  World  Report. 
Washington.  DC.  September  16.  1986. 
To  the  Senate  of  the  United  States: 

Dear  Friends:  My  wife  Ruth  conveyed  to 
me  the  news  of  the  congressional  resolution 
in  support  of  myself.  I  cannot  express  in 
words  how  your  support  bolstered  my 
morale  as  I  .sat.  without  legal  counsel  and  in 
isolation  from  the  outside  world,  in  a  base- 
ment all  in  Lefortovo  Prison.  Your  resolu- 
tion was  all  the  more  touching  for  me  be- 
cause, as  a  journalist.  I  covered  your  de- 
bates, your  committee  hearings,  your  ago- 
nizing appraisals,  and  your  decisions  be- 
tween 1974-1980. 

I  am  today.  September  16.  1986.  still  a 
hostage.  Released  into  the  custody  of  the 
American  Embassy  is  not  a  swap.  The  ex- 
change of  an  innocent  journalist  for  a  Lt. 
Col.  of  the  KGB  is  extremely  distasteful  to 
me. 

I  realize  that  for  the  sake  of  U.S.-Soviet 
relations— to  say  nothing  of  my  family- 
some  kind  of  political  solution  must  be 
reached.  I  believe  this  will  require  extraordi- 
nary diplomatic  skill  and  may  take  a  while. 

So  far  as  letting  the  Soviets  get  away  with 
this  outrage— I  do  not  believe  they  have  suc- 
ceeded. They  will  bear  international  propa- 
ganda scars  for  years  to  come! 
Respectfully, 

Nick  Daniloff. 

In  conclusion,  and  speaking  now  per- 
sonally, I  know,  like,  and  admire  Nick 
Daniloff  and  wish  him  the  very  best  of 
luck  and  Gods  help. 

I  also  admire  and  commend  his  self- 
lessness in  having  said  that  he  did  not 
want  to  see  his  case  result  in  cancella- 
tion of  the  summit.  And  I  agree  with 
him  on  this. 

I  yield  the  floor. 

Mr.  President.  I  suggest  the  absence 
of  a  quorum  and  ask  unanimous  con- 
sent that  the  time  be  equally  divided. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

Mr.  DOMENICI.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


OMNIBUS  BUDGET 
RECONCILIATION  ACT,  1987 

The  Senate  continued  with  the  con- 
sideration of  the  bill. 

Mr.  DOMENICI.  Mr.  President,  is 
the  pending  business  the  reconcilia- 
tion bill? 

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 

Mr.  DOMENICI.  How  much  time  re- 
mains on  the  pending  business? 

The  PRESIDING  OFFICER.  Two 
hours  47  minutes  for  the  Senator  from 
New  Mexico,  and  2  hours  53  minutes 
for  the  Senator  from  Florida. 

Mr.  DOMENICI.  Mr.  President.  I 
thank  the  Chair. 

I  suggest  the  absence  of  a  quorum 
and  ask  unanimous  consent  that  the 
time  be  charged  equally. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  will  be  charged  equal- 
ly. 

The  clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

n  1436 

Mr.  HOLLINGS.  Mr.  President,  I  ask 
unanimous  consent  that  the  quorum 
call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  CHILES.  Mr.  President.  I  yield 
such  time  as  the  Senator  may  require. 

Mr.  HOLLINGS.  Mr.  President,  with 
regard  to  the  proposed  reconciliation 
package  to  be  presented  by  our  distin- 
guished leaders,  the  chairman  of  the 
Budget  Committee,  Senator  Domenici, 
and  the  ranking  member.  Senator 
Chiles.  I  rise  in  support  and  welcome 
this  opportunity  to  explain  my  reasons 
for  the  support. 

First,  however,  let  me  make  a  state- 
ment regarding  the  vote  on  across-the- 
board  cuts  that  would  be  required  no 
later  than  midnight  tonight  under 
Gramm-Rudman-Hollings. 

Last  week,  I  met  with  my  colleagues, 
the  Senator  from  Texas  [Mr.  Gramm] 
and  the  Senator  from  New  Hampshire 
[Mr.  Rudman],  and  we  made  a  gentle- 
man's agreement  that  on  this  day, 
Friday,  under  the  rule,  we  would  not 
force  our  colleagues  to  accept  a  par- 
ticular report  as  long  as  they  were  en- 
gaged in  an  effort  to  reduce  the  defi- 
cit. We  concluded  that  the  work  being 
done  on  both  sides  of  the  aisle  was  sig- 
nificant, and  that  it  serves  the  purpose 
of  Gramm-Rudman-Hollings  better  to 
withhold  the  vote  on  across-the-board 
cuts  in  order  to  see  if  a  delay  could 
bring  about  compliance  with  Gramm- 
Rudman-Hollings.  The  idea  here  is  to 
make  headway  and  not  headlines. 
However,  I  understand  now  that  there 
are  certain  colleagues  who  will  raise 
an  objection  to  unanimous  consent 
and  have  a  vote  on  the  across-the- 
board  cuts  even  if  an  adequate  recon- 
ciliation package  is  voted  today. 
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I  appreciate  the  dilemma  that  Sena- 
tor DoMENici  and  Senator  Chiles  find 
themselves  in. 

Over  on  the  House  side  there  are 
two  hurdles:  First,  the  ruling  by  the 
Parliamentarian  that  the  House  will 
not  vote,  despite  the  requirement  of 
Gramm-Rudman-Hollings,  unless  and 
until  the  distinguished  Speaker  calls 
the  matter  for  consideration.  Second, 
if  the  Speaker  calls  it  for  a  vote  after 
the  House  has  worked  its  will  on  rec- 
onciliation, then  the  House  would  vote 
down  the  sequester  order  saying, 
"Look,  we  have  complied.  Voting  for  a 
sequester  would  be  only  symbolic. 
There  is  no  need  for  these  cuts  from 
defense  and  social  programs  because 
we  have  complied,  we  have  exercised 
our  will  with  respect  to  the  reconcilia- 
tion bill. '■ 

My  point,  Mr.  President,  is  that 
there  is  no  sense  going  in  two  different 
directions  at  the  same  time:  both  a 
reconciliation  bill  and  a  sequester  vote. 
This  is  especially  so  in  light  of  the  im- 
pending enactment  of  tax  reform, 
which  will  bring  in  another  $11  billion. 

Despite  this  commonsensc  approach, 
there  are  some  around  here  who  want 
to  force  the  sequester  vote,  even  at  the 
cost  of  sowing  chaos. 

Let  me  address  that  particular  point. 

There  are  two  alternatives  here,  as 
the  Senator  from  South  Carolina 
views  it.  One  is  to  force  the  President 
of  the  United  States  to  agree  to  addi- 
tional revenues,  and  the  other  alterna- 
tive is  chaos.  In  both  instances  the 
President  politically  wins.  Politically 
he  has  said  time  and  again  he  is  not 
for  revenues. 

Within  recent  months,  I  have  sought 
to  raise  $15  billion  in  new  revenues 
through  an  oil  import  fee. 

For  5  years  running,  I  have  proposed 
the  Hollings  budget  freeze  which, 
through  a  mix  of  new  revenues  and  ju- 
dicious cuts,  would  bring  about  an  or- 
derly reduction  of  these  outrageous 
deficits— deficits  that  approximate, 
this  year,  some  $230  billion. 

Regrettably,  the  President  is  fixed  in 
concrete  and.  in  response,  the  House  is 
fixed  in  concrete.  We  in  the  Senate  act 
as  though  what  we  do  here  is  going  to 
be  enacted  in  the  House  and  signed  by 
the  President,  the  very  parties  calling 
for  budget  chaos. 

So  the  President  says.  "I  am  not 
going  to  permit  new  revenues,  I'll  stick 
with  the  status  quo."  The  President 
would  not  call  it  chaos,  but  that  is  ex- 
actly what  follows  from  his  stance.  He 
tries  to  shift  blame  for  the  ensuing 
chaos  by  saying  "that  spendthrift 
Congress  failed  to  recommend  cuts." 
He  will  say,  "We  worked  with  the  lead- 
ership in  the  House  and  the  leadership 
in  the  Senate  and  I  have  had  my 
budget  director  meeting  for  the  last  72 
hours  around  the  clock  and  here  is  the 
list  of  things  that  we  practically 
agreed  upon." 


Then  he  would  run  down  this  long 
list  of  user  fees  and  asset  sales  and  the 
rest  of  his  grabbag  of  gimmicks.  I  can 
practically  write  his  speech.  He  would 
say:  "I  asked  them  to  accept  the  cuts  I 
was  willing  to  make.  Of  course,  they 
would  not  make-  the  cuts.  All  they 
wanted  to  do  was  to  sow  chaos,  shut 
down  the  Government,  or  more  specif- 
ically wreck  the  Department  of  De- 
fense and  the  security  of  this  Nation. 
Now,  Mr.  and  Mrs.  America  I— as 
President— am  taking  care  of  the  secu- 
rity of  this  Nation.  I  have  authority 
now  for  these  loan-asset  sales.  So  I  am 
going  to  make  $4  billion  or  $5  billion 
in  additional  a.sset  sales  under  the  pre- 
vious years'  budget  authority.  I  am 
going  to  take  care  of  national  defense 
and  the  people  of  America  can  know 
that  as  long  as  Ronald  Reagan  is  in 
the  White  House,  America  and  the 
world  will  be  secure. " 

I  can  write  the  speech. 

Yet  here  I  am,  beating  my  head 
against  the  wall  with  Gramm- 
Rudman-Hollings,  and  hearing.  'You 
did  not  comply  "  and  "you  broke  the 
discipline,"  and  so  on. 

So  faced  with  the  choice  of  trying  to 
bring  in  revenues  or  submitting  to 
chaos,  I  throw  my  support  behind  this 
reconciliation  package,  despite  its 
flaws.  I  will  explain. my  reservations, 
but  first  let  me  salute  the  expertise, 
the  dedication  and  the  industry  of 
Senator  Domenici  and  Senator 
Chiles. 

You  cannot  ask  for  better  Senators. 
They  have  labored  around  the  clock. 

For  several  days.  now.  I  have  care- 
fully studied  Senator  Domenici's  pro- 
posal. He  outlines  a  realistic  approach 
of  both  revenues  and  cuts. 

I  ask  unanimous  consent  that  Sena- 
tor Domenici's  proposal  be  printed  in 
the  Record  at  this  point. 

There  being  no  objection,  the  table 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Possible  components  of  an  amendment  to 
Senate  reported  reconciliation  bill 

(In  millions  of  dollars] 

Needed  savings  to  avoid  sequester 14.5 

Options  available  to  avoid  sequester: 

1.  Senate  reported  reconciliation  ....         3.7 

2.  Senate  adopt  some  House  recon- 

ciliation savings  not  in  Senate 
bill 

(a)  Maritime  guarantees (') 

(b)  Accelerated   Social   Security 
payroll .4 

3.  Reconcile  sale  of  Conrail 2.0 

4.  Reconcile  sale  of  naval  petrole- 
um reserve 2.2 

5.  Modify   Senate   oil   overcharge 
proposal .4 

6.  Small  Business  Committee  com- 
pliance   .3 

7.  Finance  Committee  reduce  adds .         1.1 

8.  Banking  Committee  Exim  asset 

sales 1-0 

9.  Revenues  or  other  spending  re- 
ductions           3.4 

14.5 


Needed  deficit  reduction  to  avoid  Oct.  1 
sequester 


[In  billions  of  dollars] 

CBO/OMB  Aug.  20  deficit  snapshot.. 
OMB: 
Legislation  adding  to  deficit: 
COLA 


163.4 


4.3 


1.7 
1.7 


+  .8 


Total  options 

'  Loss  than  $50,000,000. 


Farm  deficiency  payments 

Appropriations; 

Appropriated  entitlements 

Appropriations  at  Senate  levels. 
CBO: 
Legislation  adding  to  deficit: 

COLA 

Farm  deficiency  payments 

Appropriations: 

Appropriated  entitlements 

Appropriations  at  Senate  levels ...      +  1.7 

Legislation  adding  to  deficit +  5.1 

CBO/OMB  Oct.  1  deficit  snapshot ....     168.5 

Deficit  needed  to  avoid  sequester 154.0 

Deficit  reduction  needed 14.5 

Mr.  HOLLINGS.  What  we  have  here 
is  a  deliberate  and  a  balanced  ap- 
proach, quite  in  contrast  to  the 
Mickey  Mouse  of  loan-asset  sales. 

By  supporting  the  reconciliation 
package  and  its  loan-asset  sales.  I  am 
losing  my  running  debate  with  the  dis- 
tinguished Senator  from  New  York, 
Daniel  Patrick  Moynihan.  He  has 
been  recommending  loan-asset  sales 
for  several  years,  and  even  before  Sen- 
ator Moynihan.  the  distinguished  Sen- 
ator from  California  [Mr.  Cranston]. 
also  recommended  this  approach. 

I  have  resisted.  I  know  we  can  sell 
the  Washington  Monument.  I  knqw 
we  can  do  away  with  various  military 
bases.  I  know  I  can  take  the  portfolio 
of  farm  loans  and  FDIC  loans  and  so 
on,  sell  them  at  a  discount  for  some 
quick  cash,  even  if  in  the  long  run  that 
will  make  it  harder  to  bring  down  the 
deficits. 

My  objection  to  the  approach  we 
have  taken  in  this  special  reconcilia- 
tion package  is  that  it  does  not  solve 
the  problem  in  the  long  range,  as  Sen- 
ator Domenici's  proposal  would  have. 
As  the  conscientious  chairman  of  the 
Budget  Committee,  he  was  not  content 
just  for  a  quick  fix  to  get  us  out  of 
here  in  October  for  the  1986  election. 
He  was  interested  in  sound  fiscal 
policy  in  the  outyears.  He  sought  to 
put  in  place  a  policy  and  program  that 
would  continue  to  reduce  the  deficit  in 
the  years  to  come.  His  plan  was  to 
truly  bite  the  bullet  and  begin  to  kick 
this  addiction  to  deficit  spending. 

In  recent  weeks.  Mr.  President,  we 
have  been  saying  the  country  is  on 
drugs  and  the  country  needs  treat- 
ment and  the  country  needs  drying 
out  centers  and  country  needs  the 
death  penalty  for  drug  murders. 

In  reality,  it  is  we  who  need  the 
drying  out.  And  the  public  will  give  us 
the  death  sentence  politically  if  we  do 
not  start  acting  responsibly.  We  have 
been  hooked  on  the  drug  of  deficit 
spending  now  for  some  5  years.  It  took 
us  205  years  and  38  Presidents  to  get  a 
$1  trillion  debt,  and  it  took  us  only  one 
President  5  years  to  get  to  reach  $2 
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trillion.  It  has  been  up,  up.  and  away, 
a  couple  hundred  billion  in  new  debt 
each  year.  Yet  there  are  those  who 
cling  to  the  fiction  that  we  will  grow 
our  way  out  of  these  deficits. 

I  would  like  a  mayor  of  a  city  to  an- 
nounce. "I  am  going  to  cut  our  reve- 
nues 25  percent  because  we  are  going 
to  get  growth  in  this  city." 

He  would  find  out  in  90  days'  time 
that  he  had  lost  his  credit  rating,  that 
he  could  not  sell  his  municipal  bonds, 
that  he  would  have  to  fire  policemen 
and  firemen. 

When  I  was  sworn  in  as  Governor  in 
1959.  the  first  thing  I  did  was  not  only 
to  make  budget  cuts  but  to  raise  reve- 
nues. We  obtained  a  triple  A  rating 
and  thereupon  I  could  go  to  blue  chip 
corporations  and  say.  "Invest  in  this 
State.  We  are  acting  responsibly.  We 
have  met  our  fiscal  responsibilities 
and,  therefore,  there  will  be  growth." 
Unfortunately,  this  philosophy  has 
been  out  of  fashion  in  the  United 
States. 

I  repeat.  Senator  Domenici  and  Sen- 
ator Chiles  attempted  a  long-range 
approach.  But  what  we  have  on  the 
table  now  are  loan  repayments,  assets 
sales,  and  advancing  the  general  reve- 
nue-sharing payment. 

Nonetheless,  the  package  before  us 
is  the  best  we  can  hope  for  given  the 
position  taken  by  the  administration 
and  the  House  of  Representatives. 
This  document  represents  a  reasona- 
ble solution. 

Let  me  emphasize  specifically  in 
regard  to  the  Conrail  sale.  I  do  not 
support  the  Conrail  sale  by  way  of  a 
public  offering. 

We  worked  for  3  years  with  Secre- 
tary Dole  and  the  administration.  We 
had  bids  for  the  sale  of  Conrail.  We 
listened  to  the  public.  We  made  an  af- 
firmative vote  here  on  the  floor  of  the 
U.S.  Senate  and  called  for  the  sale  to 
Norfolk  Southern. 

Now,  due  to  opposition  from  the  dis- 
tinguished chairman  on  the  House 
side,  we  have  now  flip-flopped,  opting 
for  a  public  sale,  which  had  previously 
been  considered  in  depth  and  turned 
down. 

If  the  Conrail  sale  is  to  be  included, 
I  have  suggested  language  to  ensure 
that  when  we  go  into  conference  we 
will  include  the  same  covenants,  the 
same  requirements,  the  same  restric- 
tions that  we  wanted  with  respect  to 
the  sale  to  the  private  operator. 

D  1448 

Mr.  President,  the  problem  is  that 
this  reconciliation  package  is  looking 
for  quick  money  and  Senator  Hol- 
LiNGS  from  South  Carolina  is  looking 
for  continued  railroad  service.  Conrail 
is  operating,  it  is  operating  at  a  profit, 
it  is  operating  with  outstanding  serv- 
ice, everyone  has  agreed  on  both  sides 
of  the  aisle.  It  is  just  that  some  want 
to  get  the  Government  out  of  the  rail- 
road business. 


But  look  at  this  the  way  the  money 
boys  on  Wall  Street  do.  There  is  at 
this  time  $950  million  in  cash.  In  the 
pension  fund,  there  is  an  overage 
against  obligations  to  that  particular 
fund  of  some  $400.  So  without  a  sale, 
if  we  want  to  make  a  cash  transaction 
from  this  pocket  into  this  pocket,  as 
the  House  of  Representatives  wants  to 
do— they  have  a  $1  billion  700  million 
sale  and  they  take  $300  million  from 
the  Conrail  itself  to  make  up  the  total 
revenues  from  the  sale.  Why  take  $300 
million?  Let  us  take  $1  billion  350  mil- 
lion. And  you  do  not  have  to  sell  it.  We 
still  have  a  railroad.  We  have  not  lost 
anything,  if  we  want  to  make  cash 
transactions. 

I  want  to  make  certain  that  we  do 
not  approve  something  like  that 
Morgan  Stanley  operation— they  were 
just  buying  the  cash  and  had  no  real 
obligation  to  continue  rail  service,  and 
after  they  had  made  their  money,  if  it 
worked,  fine  business:  if  it  did  not, 
they  could  write  off  all  their  losses 
and  make  even  more  money,  and  you 
and  I  back  here  in  the  Government 
would  end  up  with  a  defunct  railroad 
to  try  to  regenerate  somehow  or  other 
to  continue  that  service  to  the  ship- 
ping public  in  America. 

I  will  insist  on  the  same  covenants 
and  requirements  previously  adopted 
by  the  Senate,  but  I  do  not  want  to  be 
misunderstood.  I  am  not  in  favor  of  a 
Conrail  sale,  and  might  yet  work 
against  it,  if  they  opt  for  a  so-called 
public  sale.  That  would  accomplish 
nothing  but  a  transfer  of  our  money 
into  the  hands  of  sharp  investors  who 
have  no  idea  how  to  run  a  railroad. 

Having  said  that,  let  us  look  at  the 
big  picture  of  what  has  happened 
under  Gramm-Rudman-Hollings  this 
year. 

We  have  saved  some  $12  billion  in 
the  March  cut  under  Gramm- 
Rudman-Hollings.  Additionally,  we 
have  now,  according  to  the  joint  CBO- 
OMB  figures,  reduced  next  year's  defi- 
cit to  $163.4  billion.  If  we  come  in  with 
no  reconciliation  whatsoever,  we  still 
have  a  reduction  from  1986  to  1987  of 
$78.6  billion.  Now,  that  is  quite  a  dif- 
ferent thing  from  going  from  $212  bil- 
lion in  1985  up  to  $242  billion  in  1986. 

You  see,  Mr.  President,  if  we  had  not 
cut  that  $12  billion  in  March  we  would 
have  had  a  1986  deficit  of  $242  billion 
instead  of  $230  billion.  Let  me  be  a 
little  more  candid  than  I  would  other- 
wise like  to  be.  The  distinguished  fi- 
nancial minds  will  tell  you  that  the 
1987  deficit  is  really  not  $163.4  billion, 
it  will  be  about  $170  billion.  If  it  is 
$170  billion  and  we  reduce  it  by  the 
$13  billion  proposed  in  the  Domenici- 
Chiles  amendment,  then  we  are  talk- 
ing about  a  deficit  cut  between  1986 
and  1987  of  $85  billion. 

But  assume  that  this  is  one-half 
smoke  and  mirrors.  At  least,  you  have 
$6.5  billion  in  real  savings. 


That  is  no  mean  achievement.  Bear 
in  mind,  Gramm,  Rudman,  and  Hol- 
lings  are  not  financial  experts.  We  had 
to  lay  out  a  plan.  The  economy 
changes.  When  we  wrote  the  measure, 
no  one  envisioned  a  1986  deficit  of 
$242  billion.  We  were  talking  then  in 
terms  of  $216  billion.  So  the  deficit 
was  even  more  out  of  control  than  we 
thought  at  the  time  of  enactment.  In 
this  context,  our  achievement  on  the 
1987  budget  is  a  good  start.  It  does 
not.  however,  solve  the  problem.  It 
does  not  build  in  the  long-range  solu- 
tions that  Senator  Domenici  and  Sen- 
ator Chiles  want. 

There  is  no  question  in  my  mind 
that  by  next  year.  Mr.  President,  we 
are  going  to  run  out  of  smoke  and  we 
are  going  to  run  out  of  mirrors  and  we 
are  going  to  have  to  raise  revenues. 

Looking  at  my  leaders  now,  I  see  we 
might  run  out  of  time,  so  I  want  to 
yield  that  time  back  to  my  distin- 
guished friend  from  Florida.  I  appreci- 
ate his  giving  me  these  few  moments. 
Because  I  am  one  of  the  three  au- 
thors, I  have  to  look  at  it  in  the  broad. 
I  can  nitpick  this  reconciliation  pack- 
age. I  can  sow  chaos,  and  there  are 
people  on  my  staff  who  would  love  it, 
just  tear  down  the  temple  walls,  make 
a  lot  of  headlines,  call  everybody  else 
spendthrifts,  and  go  home  and  get  re- 
elected. But  I  like  to  see  results.  What 
we  have  in  Domenici-Chiles  is  the  best 
result  under  the  circumstances. 

I  shall  be  delighted  to  answer  ques- 
tions about  it.  I  would  be  delighted  to 
debate  it  in  the  time  alloted  me  as  we 
continue  this  evening.  For  now,  I  have 
explained  the  major  points,  the  op- 
tions we  have,  and  the  good  job  done 
under  the  circumstances. 

Mr.  DOMENICI.  Mr.  President,  I 
want  to  say  to  my  good  friend  [Mr. 
HoLLiNGS]  he  has  been  fighting  a  good 
fight.  I  think  he  has  it  analyzed  per- 
fectly right.  This  is  the  best  we  can  do. 
This  moves  us  toward  avoiding  a 
Gramm-Rudman-Hollings  sequester, 
which  the  Senator  never  intended  to 
use.  He  had  it  there  as  a  pressure  on 
Congress  and  the  President  to  do  their 
job.  We  have  done  the  best  we  can. 

I  think  he  is  right;  this  is  not  going 
to  do  the  job  in  1988,  1989,  or  1990.  It 
does  not  even  come  close.  Almost  all  of 
them  are  one-event  transactions.  What 
does  that  mean?  That  means  if  you 
sell  Conrail,  you  do  not  sell  it  every  4 
years.  You  get  your  $1  billion,  $2  bil- 
lion one  time.  If  you  changed  the  pro- 
gram that  was  spending  out  and 
changed  it  so  it  would  come  down,  it 
would  come  down  every  year.  That  is 
what  the  Senator  is  speaking  of. 

If  we  raise  some  revenues  that  were 
going  to  be  there  and  were  permanent, 
they  come  in  every  year.  We  do  not 
even  do  that  here  except  on  two  or 
three  items  because  we  cannot  do  that, 
because  the  U.S.  House  of  Representa- 
tives will  not  do  that,  because  they  say 
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unless  the  President  will  do  that,  they 
will- not.  And  round  and  'round  we  go. 
So  we  have  done  the  best  we  can. 

We  thank  the  Senator  from  South 
Carolina  for  his  help,  not  only  as  rank- 
ing member  of  the  committee  that  has 
jurisdiction  over  a  number  of  items  in- 
cluding Conrail.  but  because  of  his  un- 
derstanding. If  we  do  not  vote  some- 
thing like  this  in.  we  have  just  told  the 
American  people  we  passed  a  law  that 
told  us  to  do  our  work  and  we  are  not 
even  going  to  come  close.  We  are  going 
to  let  everybody,  agriculture,  defense, 
servicemen,  everybody— take  a  cut  be- 
cause we  do  not  have  the  courage  at 
least  to  do  something. 

I  thank  the  Senator  for  that.  I  want 
to  tell  him  that  it  is  my  intention, 
along  with  Senator  Chiles  and  other 
cosponsors,  to  move  right  along  and 
let  the  Senate  vote  on  this  as  soon  as 
possible  and  get  on  with  the  job  of 
seeing  if  they  have  any  other  amend- 
ments. Hopefully,  we  can  wrap  this  up 
today  and  have  the  conference  with 
the  House  next  week.  We  will  not 
come  back  with  any  less.  I  do  not 
think,  from  conference  and  we  will  be 
at  least  on  our  way.  when  coupled 
with  the  continuing  resolution  and  tax 
reform,  of  being  able  to  tell  the  people 
of  the  country  there  will  not  be  a  se- 
quester, there  will  not  be  October 
doomsday— cut  even  regardless  of 
whether  they  are  good  programs  or 
bad  ones— we  have  done  the  job  at 
least  for  this  year. 

I  ask  my  friend  from  Florida  if  he  is 
ready  to  join  me  in  the  offering  of  the 
amendment. 

D  1500 

Mr.  CHILES.  Mr.  President,  my  un- 
derstanding is  that  there  is  a  technical 
amendment  that  we  will  do  in  about  5 
minutes.  I  guess  we  could  send  the 
modification  to  the  desk.  It  is  a  $10 
million  item. 

AMENDMENT  NO.  2850 

(Purpose:  To  provide  for  increased 
budgetary  savings) 

Mr.  DOMENICI.  Mr.  President,  on 
behalf  of  myself,  the  distinguished 
Senator  from  Florida,  and  the  distin- 
guished majority  leader.  Senator 
Dole,  I  send  an  amendment  to  the 
desk  and  ask  for  its  immediate  consid- 
eration. We  have  not  had  a  chance  to 
check  around  for  additional  cospon- 
sors; I  assume  that  there  will  be  a 
number. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  legislative  clerk  read  as  follows: 

The  Senator  from  New  Mexico  IMr.  Do- 
MENici],  for  himself,  Mr.  Chiles,  and  Mr. 
Dole,  proposes  an  amendment  numbered 
2850. 

Mr.  DOMENICI.  Mr.  President.  I 
ask  unanimous  consent  that  reading  of 
the  amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  The 
amendment  is  as  follows: 


On  page  2.  line  10,  strike  ■$555,000,000" 
and  insert  in  lieu  thereof  "Sl.OOO.OOO.OOO ". 

On  page  3.  between  lines  14  and  15.  insert 
the  following  new  sections: 

SE(  .      .  ADVAM  E  DEKICIENtV  PAYMENTS. 

Notwithstanding  any  other  provision  of 
law.  the  Secretary  of  Agriculture  shall,  in 
accordance  with  criteria  in  section  107C  of 
the  Agriculture  Act  of  1949.  make  advance 
deficiency  payments  available  for  the  1987 
crops  of  wheat,  feed  grains,  upland  cotton, 
and  rice:  Provided.  That  the  percentage  of 
the  projected  payment  rate  used  in  comput- 
ing such  payments  shall  not  be  less  than  ( 1 ) 
40  percent  in  the  case  of  wheat  and  feed 
grains,  and  (2)  30  percent  in  the  case  of  rice 
and  upland  cotton. 

SEC.      .  PREPAYMENT  OF  REA  LOANS. 

Sec.  102.  The  Secretary  of  the  Treasury 
shall  issue  final  regulations  implementing 
the  provisions  of  the  undesignated  para- 
graph captioned    'prepayment  of  loans  by 

RURAL  ELECTRIFICATION  AND  TELEPHONE  SYS- 
TEMS" appearing  at  100  Stat.  713-14  in 
Public  Law  99-349  (7  U.S.C.  936  note)  to 
permit  the  prepayment  of  loans  made  by 
the  Federal  Financing  Bank  and  guaranteed 
under  section  306  of  the  Rural  Electrifica- 
tion Act  of  1936  (7  U.S.C.  936).  by  the  Ad- 
ministrator of  the  Rural  Electrification  Ad- 
ministration, in  such  amounts  as  to  realize 
net  proceeds  of  not  less  than  $1,720,000,000 
from  such  loan  prepayments  during  fiscal 
year  1987. 

On  page  6.  line  6.  strike  -$500.000.000 " 
and  insert  in  lieu  thereof  •$1,500,000,000". 

On  page  8,  between  lines  14  and  15.  insert 
the  following  new  section: 

SEl  KI)1<   PKE.MII  MS  OS  KOKEUiN  DEPOSITS  OF 

I  NITEI)  STATES  BANKS. 

The  Federal  Deposit  Insurance  act  is 
amended— 

(1)  by  striking  "except  as  provided  in  sec- 
tion 7(b)(5)."  after  "(A)"  in  section  3(1  )(5); 

(2)  by  striking  out  "and"  at  the  end  of 
clause  (A)  of  section  7(b)(5);  and 

(3)  by  striking  out  the  period  at  the  end  of 
section  7(b)(5)  and  inserting  in  lieu  thereof 
the  following:  ":  and 

"(C)  any  deposits  received  in  any  foreign 
branch  of  international  banking  facility, 
other  than  any  foreign  branch  of  a  foreign 
bank  as  defined  in  section  1(b)(7)  of  the 
International  Banking  Act  of  1978.". 

On  page  12.  between  lines  4  and  5.  insert 
the  following  new  section: 

SE(  .        SALE  OF  CONRAIL 

The  Secretary  of  Transportation  is  direct- 
ed in  fiscal  year  1987  to  sell  the  interest  of 
the  United  States  in  the  common  stock  of 
the  Consolidated  Rail  Corporation  (Con- 
rail).  Consistent  with  the  public  interest 
convenants  provided  for  pursuant  to  S.  638, 
the  "Conrail  Sale  Amendments  Act  of  1985" 
as  passed  by  the  Senate  on  February  4. 
1986,  the  Secretary,  as  part  of  such  sale, 
shall  ensure  that  Conrail's  rail  service  is 
continued,  that  the  interests  of  rail  labor 
are  protected,  that  it  is  in  the  strongest  pos- 
sible financial  condition  after  the  sale,  that 
it  is  viable  long-term,  and  that  the  return  to 
the  Federal  Government  is  maximized. 

On  page  12.  line  8.  strike  insert  "OR  PE- 
TROLEUM PRODUCTS"  after  "CRUDE 
OIL". 

On  page  12.  line  18.  insert  "or  petroleum 
products"  after  "crude  oil". 

On  page  19.  line  21.  strike  out  the  period 
and  insert  in  lieu  thereof  ":  Provided,  That 
the  Commission  shall  increase  fees  and 
annual  charges  sufficient  to  increase  offset- 
ting receipts  by  at  least  $33,000,000  in  fiscal 
year  1987  above  current  collections.". 


On  page  27.  line  18.  strike  "I'/j"  and  inset 
in  lieu  thereof  "1.3". 

On  page  49.  line  6.  strike  "24"  and  insert 
in  lieu  thereof  "the  applicable  number  of". 

On  page  49.  strike  line  8  through  11  and 
insert  in  lieu  thereof  the  following: 

"(B)  In  this  paragraph— 

"(i)  the  term  'clean  claim'  means  a  claim 
which  meets  the  requirements  of  section 
1814(a)(1)  and  any  other  requirements  of 
this  title  for  payment  under  this  part,  and 

"(ii)  the  term  applicable  number  of  calen- 
dar days'  means— 

(1)  with  respect  to  claims  received  in  the 
12-month  period  beginning  October  1,  1986, 
27  calendar  days, 

"(II)  with  respect  to  claims  received  in  the 
12-month  period  beginning  October  1,  1987, 

26  calendar  days, 

(III)  with  respect  to  claims  received  in 
the  12-month  period  beginning  October  1, 

1988,  25  calendar  days,  and 

"(IV)  with  respect  to  claims  received  in 
the  12-month  period  beginning  October  1, 

1989,  and  claims  received  in  any  succeeding 
12-month  period,  24  calendar  days.". 

On  page  50,  line  1,  strike  "24  "  and  insert 
in  lieu  thereof   "the  applicable  number  of". 

On  page  50,  strike  lines  3  through  5  and 
insert  in  lieu  thereof  the  following: 

"(B)  In  this  paragraph— 

"(i)  the  term  clean  claim'  means  a  claim 
which  meets  the  requirements  of  section 
1814(a)(1)  and  any  other  requirements  of 
this  title  for  payment  under  this  part,  and 

"(ii)  the  term  'applicable  number  of  calen- 
dar days'  means— 

"(I)  with  respect  to  claims  received  in  the 
12-month  period  beginning  October  1,  1986. 

27  calendar  days. 

"(II)  with  respect  to  claims  received  in  the 
12-month  period  beginning  October  1.  1987. 
26  calendar  days. 

"(Ill)  with  respect  to  claims  received  in 
the  12-month  period  beginning  October  1. 

1988.  25  calendar  days,  and 

'  (IV)  with  respect  to  claims  received  in 
the  12month  period  beginning  October  1, 

1989,  and  claims  received  in  any  succeeding 
12-month  period.  24  calendar  days.'. 

On  page  50,  beginning-with  line  11,  strike 
all  through  line  21  on  page  51  and  insert  in 
lieu  thereof  the  following: 

"(e)(1)  If  for  three  consecutive  calendar 
months,  an  agency  or  organization  with  an 
agreement  with  the  Secretary  under  section 
1816  meets  the  requirements  of  subsection 
(c)(2)  of  such  section,  the  Secretary  shall 
discontinue  periodic  interim  payments 
(under  42  C.F.R.  405.454(j))  with  respect  to 
all  providers  of  services  (other  than  provid- 
ers of  the  type  described  in  paragraph  (3)) 
paid  through  the  agency  or  organization 
until  such  time  as  the  s^ency  or  organiza- 
tion fails  to  meet  such  requirements  for 
three  consecutive  calendar  months. 

"(2)  If  for  three  consecutive  calendar 
months,  an  agency  or  organization  with  an 
agreement  with  the  Secretary  under  section 
1816  meets  the  requirements  of  subsection 
(c)(2)  of  such  section,  the  Secretary  shall 
provide  for  periodic  interim  payments  with 
respect  to  all  subsection  (d)  hospitals  (as  de- 
fined in  section  1886(d)(1)(B))  that  request 
such  payments  and  that  are  paid  through 
the  agency  or  organization  until  such  time 
as  the  agency  or  organization  meets  such  re- 
quirements for  three  consecutive  calendar 
months. 

On  page  52,  line  4,  strike  '•1842''  and  insert 
in  lieu  thereof  "1842(c)". 

On  page  52,  line  7.  strike  "(A)". 

On  page  52,  line  8,  strike  '24  days  after  a 
clean  claim  as  defined  in  paragraph  (2)(B)" 
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and  insert  thereof  the  applicable  number 
of  calendar  days  (as  defined  In  clause  (ii)  of 
paragraph  (2KB))  after  a  clean  claim  <as  dc 
fined  in  clause  (i)  of  such  paragraph)  . 

On  page  52.  line  14.  strike  made."  and 
insert  in  lieu  thereof  ■made.'.". 

On  page  52.  strike  lines  15  through  19  and 
insert  in  lieu  thereof  the  following: 

(3)  Section  1816(c)  of  such  Act.  as  amend- 
ed by  subsection  (a),  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

(3)  If  payment  is  not  issued,  mailed,  or 
otherwise  transmitted  within  the  applicable 
number  of  calendar  days  (as  defined  in 
clause  (ii)  of  paragraph  (2)(B))  after  a  clean 
claim  (as  defined  in  clause  (i)  of  such  para- 
graph) is  received  from  a  provider  of  skilled 
nursing  facility  services,  home  health  serv- 
ices, or  hospice  services  that  is  not  receiving 
periodic  interim  payments  with  respect  to 
such  services,  interest  shall  be  paid  at  the 
rate  used  for  purposes  of  .section  3902(a)  of 
title  31.  United  States  Code  (relating  to  in- 
terest penalities  for  failure  to  make  prompt 
payments)  for  the  period  beginning  on  the 
day  after  the  required  payment  date  and 
ending  on  the  date  on  which  payment  is 
made.". 

On  page  52.  line  21.  strike  "The"  and 
insert  in  lieu  thereof  "Except  as  provided  in 
paragraph  (2),  the". 

On  page  52.  between  lines  22  and  23. 
insert  the  following: 

(2)  The  amendments  made  by  paragraphs 
(2)  and  (3)  of  subsection  (c)  shall  apply  to 
claims  received  on  or  after  April  1.  1987. 

On  page  52,  line  23.  strike  •(2)"  and  insert 
in  lieu  thereof  "(3)". 

On  page  115.  between  lines  14  and  15. 
insert  the  following: 

SEr.  «M  KEVKM  E  SH.ARINC;  FAVMENTS 

Nolhwithstanding  section  6702(b)  of  title 
31.  United  States  Code,  the  Secretary  of  the 
Treasury  shall  make  the  installment  pay 
ment  of  revenue  sharing  funds  under  chap- 
ter 67  of  such  title  that  is  olherwi.se  re- 
quired to  l>e  paid  on  or  before  October  5. 
1986.  by  no  later  than  September  30.  1986. 

On  page  117.  beginning  with  line  21,  strike 
out  all  through  page  118.  line  2.  and  insert 
the  following: 

(c)  Termination  of  Optional  Coverage.— 
Subsection  (v)  of  section  218  of  the  Social 
Security  Act  is  repealed. 

On  page  120.  beginning  with  line  17,  strike 
all  through  line  18  on  page  123. 

On  page  123  between  lines  18  and  19, 
insert  the  following  new  sections: 

SE<  .  DEPDSITS  OK  S<HIAI.  SECI  RITV  (ONTKI 

Ht  TIONS  BY  STATES  AND  l,<H  AL  (;()V- 
ERNMENT  E.VIPLOYEES. 

(a)  Returns  and  Payments.— (1 )  Subchap- 
ter C  of  chapter  21  of  the  Internal  Revenue 
Code  of  1954  is  amended  by  redesignating 
section  3126  as  section  3127.  and  by  insert- 
ing after  section  3125  the  following  new  sec- 
tion: 

•SEC.  3I2S.   RETIRN   AMI   PAYMENT  BY   COVERN- 
MENTAl.  EMPI.OYER. 

"If  the  employer  is  a  State  or  political 
subdivision  thereof,  or  an  agency  or  instru- 
mentality of  any  one  or  more  of  the  forego- 
ing, the  return  of  the  amount  deducted  and 
withheld  upon  any  wages  under  section  3101 
and  the  amount  of  the  tax  imposed  by  sec- 
tion 3111  may  be  made  by  any  officer  or  em- 
ployee of  such  State  or  political  subdivision 
or  such  agency  or  Instrumentality,  as  the 
case  may  be.  having  control  of  the  payment 
of  such  wages,  or  appropriately  designated 
for  that  purpose.". 

(2)  The  table  of  sections  for  subchapter  C 
of  chapter  21  of  such  Code  is  amended  by 
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.striking  out  the  last  item  and  inserting  in 
lieu  thereof  the  following: 

Sec.  3126.  Return  and  payment  by  govern- 
mental employer. 

Sec.  3127.  Short  title". 

<b)  Treatment  of  Service  Under  Section 
218  Agreements  as  Employment  Performed 
BY  Employees.— 

(1)  Service  treated  as  employment.— (A) 
Section  3121(b)(7)  of  such  Code  is  amend - 
ed- 

(i)  by  striking  out  ":  or"  at  the  end  of  sub- 
paragraph (C)  and  inserting  in  lieu  thereof 
a  comma; 

(ii)  by  striking  out  the  semicolon  at  the 
end  of  subparagraph  (D)  and  inserting  in 
lieu  thereof  ".  or  ".  and 

(iii)  by  adding  after  subparagraph  (D)  the 
following  new  subparagraph: 

"(E)  service  included  under  an  agreement 
entered  into  pursuant  to  section  218  of  the 
Social  Security  Act.". 

(B)  Section  1402(b)  of  such  Code  is 
amended  by  striking  out  "under  an  agree- 
ment entered  into  pursuant  to  the  provi- 
sions of  section  218  of  the  Social  Security 
Act  (relating  to  coverage  of  State  employ- 
ees), or"  in  the  flush  sentence  immediately 
following  paragraph  (2). 

(2)  Individual  performing  services  treat- 
ed AS  employee.— (A)  Section  3121(d)  of  such 
Code  is  amended  by  redesignating  para- 
graph (3)  as  paragraph  (4).  and  by  inserting 
after  paragraph  (2)  the  following  new  para- 
graph: 

"(3)  any  individual  who  performs  services 
that  are  included  under  an  agreement  en- 
tered into  pursuant  to  section  218  of  the 
Social  Security  Act:  or". 

(B)  Section  3306(i)  of  such  Code  is  amend- 
ed by  striking  out  "subparagraphs  (B)  and 
(C)  of  paragraph  (3) '  and  inserting  in  lieu 
thereof  "paragraph  (3)  and  .subparagraphs 
(B)  and  (C)  of  paragraph  (4)". 

(c)  Conforming  Amendments  in  Social  Se- 
curity Act.— (1)  Subsections  (e).  (h).  (i),  (j). 
iq).  (r).  (s).  and  (t)  of  .section  218  of  the 
Social  Security  Act  are  repealed:  and  subsec- 
tions (f),  (g),  (k),  (1),  (m),  (n),  (o),  (p),  and 
(u)  of  such  section  are  redesignated  as  sub- 
sections (e),  (f),  (g),  (h),  [i).  (j).  (k),  (1),  and 
(m),  respectively. 

(2)(A)  Section  205<c)(l)(DKi)  of  such  Act 
is  amended  by  inserting  (as  in  effect  prior 
to  December  31.  1986)"  after  section 
218(e)". 

(B)  Section  205(c)(5)(P)(iii)  of  such  Act  is 
amended— 

<i)  by  inserting  "(as  in  effect  prior  to  De- 
cember 31.  1986)"  after    section  218",  and 
<ii)  by  inserting  "(as  so  in  effect)"  after 
subsection  (q)  of  such  section". 

(C)  Section  218(d)(6)  of  such  Act  is 
amended— 

(i)  by  striking  out  "subsection  (f)"  in  sub- 
paragraph (A)  and  inserting  in  lieu  thereof 
"subsection  (e)".  and 

(ii)  by  striking  out  "subsection  (f)(1)"  in 
subparagraph  (F)  and  inserting  in  lieu 
thereof  "subsection  (e)(1)". 

(D)  Section  218(d)(8)(D)  of  such  Act  is 
amended  by  striking  out  "sub-section  (p)" 
and  inserting  in  lieu  thereof  subsection 
(1)". 

(E)  Section  218(e)(1)  of  such  Act  (as  redes- 
ignated by  paragraph  (1)  of  this  subsection) 
is  amended  by  striking  out  Except  as  pro- 
vided in  subsection  (e)(2).  any  agreement" 
and  inserting  in  lieu  thereof  "Any  agree- 
ment". 

(F)  Section  224(a)(2)(B)  of  such  Act  is 
amended  by  striking  out  "section  218(k)" 
and  inserting  in  lieu  thereof  "section 
218(g)". 


(d)  Effective  Date.— The  amendments 
made  by  this  section  are  effective  with  re- 
spect to  payments  due  with  respect  to  wages 
paid  after  December  31,  1986,  including 
wages  paid  after  such  date  by  a  State  (or  po- 
litical subdivision  thereof)  that  modified  its 
agreement  pursuant  to  the  provisions  of  sec- 
tion 218(e)(2)  of  the  Social  Security  Act 
prior  to  the  date  of  the  enactment  of  this 
Act;  except  that  in  cases  where,  in  accord- 
ance with  the  currently  applicable  schedule, 
deposits  of  taxes  due  under  an  agreement 
entered  into  pursuant  to  section  218  of  the 
Social  Security  Act  would  be  required 
within  3  days  after  the  close  of  an  eighth- 
monthly  period,  such  3-day  requirement 
shall  be  changed  to  a  7-day  requirement  for 
wages  paid  prior  to  October  1,  1987,  and  to  a 
5-day  requirement  for  wages  paid  after  Sep- 
tember 30,  1987,  and  prior  to  October  1. 
1988.  For  wages  paid  prior  to  October  1. 
1988,  the  deposit  schedule  for  taxes  imposed 
under  sections  3101  and  3111  shall  be  deter- 
mined .separately  from  the  deposit  schedule 
for  taxes  withheld  under  section  3402  if  the 
taxes  imposed  under  sections  3101  and  3111 
are  due  with  respect  to  service  included 
under  an  agreement  entered  into  pursuant 
to  section  218  of  the  Social  Security  Act. 

SEl .        CERTAIN  EXCISE  TAX  DEPOSITS  ACCEI.ER. 
ATED. 

(a)  Tobacco.— Subsection  (b)  of  section 
5703  of  the  Internal  Revenue  Code  of  1954 
(relating  to  method  of  payment  of  tax)  is 
amended  by  striking  out  paragraph  (2)  and 
inserting  in  lieu  thereof  the  following  new 
paragraph: 

"(2)  Time  for  payment  of  taxes.— 
"(A)  In  general.- In  the  case  of  taxes  on 
tobacco  products  and  cigarette  papers  and 
tubes  removed  during  any  semimonthly 
period,  the  last  day  for  the  payment  of  such 
taxes  shall  be  the  14th  day  after  the  last 
day  of  such  semimonthly  period. 
"(B)  Special  rule  where  isth  day  falls 

ON    SATURDAY.    SUNDAY,    OR    HOLIDAY.— If.    bUt 

for  this  subparagraph,  the  due  date  under 
paragraph  (1)  would  fall  on  a  Saturday, 
Sunday,  or  a  Federal  holiday,  such  due  date 
shall  be  the  immediately  preceding  day 
which  is  not  a  Saturday,  Sunday,  or  such  a 
holiday." 

(b)  Distilled  Spirits.— Section  5061  of 
the  Internal  Revenue  Code  of  1954  (relating 
to  method  of  collecting  tax)  is  amended  by 
redesignating  subsection  (e)  as  subsection 
(f)  and  by  inserting  after  subsection  (d)  the 
following  new  subsection: 

•(e)  Time  for  Payment  of  Taxes  on  Dis- 
tilled Spirits.— 

••(  1 )  In  general.— If— 

"(A)  any  tax  is  imposed  on  distilled  spirits 
under  this  part,  and 

"(B)  such  distilled  spirits  are  withdrawn 
under  bond  for  deferred  payment  of  tax  or 
from  bonded  premises  (including  customs 
custody), 

the  last  day  for  payment  of  such  tax  shall 
be  the  14th  day  after  the  last  day  of  the 
semimonthly  period  during  which  such 
withdrawal  occurred. 

"(2)  Exception  where  earlier  payment 
required.— Paragraph  (1)  shall  not  apply  to 
any  tax  imposed  on  distilled  spirits  if  the 
due  date  for  the  payment  of  such  tax  is  ear- 
lier under  subsection  (b). 

"(3)  Special  rule  where  uth  day  falls 

on  SATURDAY.  SUNDAY,  OR  HOLIDAY.— If,  bUt 

for  this  paragraph,  the  due  date  under  para- 
graph ( 1 )  would  fall  on  a  Saturday,  Sunday, 
or  a  Federal  holiday,  such  due  date  shall  be 
the  immediately  preceding  day  which  is  not 
a' Saturday.  Sunday,  or  such  a  holiday," 
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(c)  Effective  Date.  — 

(1)  In  general.— The  amendments  made 
by  this  section  shall  apply  to  taxes  paid 
after  September  30,  1986.  for  semimonthly 
periods  ending  on  or  after  .such  date. 

(2)  Special  rule  for  semimonthly  period 
ENDING  September  is.  i986.  -With  respect  lo 
remittances  for  taxes  imposed  on  tobacco 
products  and  cigarette  papers  and  tubes 
under  section  5701  of  the  Internal  Revenue 
Code  of  1954  for  the  semimonthly  period 
ending  on  September  15.  1986.  the  last  day 
for  such  remittances  shall  be  October  14, 
1986. 

SK(  .      .  IN(  RKASKS  IN  (  KRT.4IN  PENAI.TIKS. 

(a)  Aggregate  NegligeN'-e  and  Substan- 
tial Understatement  Pen..lties  Not  to  be 
Less  Than  25  Percent.— 

(1)  In  general.— Subchapter  A  of  chapter 
68  of  subtitle  P  (relating  lo  additions  to  tax) 
is  amended  by  redesignating  section  6662  as 
section  6663  and  by  inserting  after  section 
6661  the  following  new  section: 
•SKC.  s««2.  a(;(:rk(;.ate  penalty  on  t  ertain  i n- 

OERHAYMENTS  NOT  TO  BE  LESS  THAN 
2.5  PERt  ENT. 

"(a)  General  Rule.— If  there  is  a  tax  im- 
posed under  section  6653(a)  or  6661.  or  both, 
on  any  portion  of  the  underpayment  or  un- 
derstatement, then  there  is  hereby  imposed 
a  tax  equal  to  the  excess  (if  any)  of— 

■■(1)  25  percent  of  the  amount  of  such  por- 
tion, over 

"(2)  the  aggregate  amount  of  taxes  im- 
posed under  sections  6653(a)  and  6661  on 
such  portion. 

■■(b)  Definitions.— For  purposes  of  this 
section,  the  terms  'underpayment'  and  un- 
derstatement' have  the  meanings  given  such 
terms  by  section  6653(c)(1)  and  6661(b)(2). 
respectively." 

(b)  Increase  in  Tax  on  Failure  to  Make 
Deposit  of  Taxes.— Section  6656(a)  (relat- 
ing to  underpayment  of  deposits)  is  amend- 
ed by  striking  out  '5  percent"  and  inserting 
in  lieu  thereof  "10  percent". 

(c)  Conforming  Amendments.— The  table 
of  sections  for  subchapter  A  of  chapter  68 
of  subtitle  F  is  amended  by  striking  out  the 
item  relating  to  section  6662  and  inserting 
in  lieu  thereof  the  following  new  items: 
"Sec.  6662.  Aggregate  penalty  on  certain  un- 
derpayments not  to  be  less 
than  25  percent. 

"Sec.  6663.  Applicable  rules.  " 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  penalties 
assessed  after  the  date  of  enactment  of  this 
Act. 

SEC.      .  APPROPRIATIONS  FOR  IRS  ENKORt  EMENT. 

The  conference  agreement  on  the  appro- 
priations measure  providing  funding  for  the 
Internal  Revenue  Service  for  the  fiscal  year 
ending  September  30,  1987.  will  include  the 
following  funding  levels:  for  "Salaries  and 
Expenses  ",  $95,147,000;  for  "Processing  Tax 
Returns  ",  $1,332,902,000:  for  Examinations 
and  Appeals ".  $1,623,162,000;  and  for  "In- 
vestigation, Collection,  and  Taxpayer  Serv- 
ice ",  $1,196,581,000:  Provided.  That  the  allo- 
cation to  the  Senate  Committee  on  Appro- 
priations pursuant  to  section  302(a)  of  the 
Budget  Act.  as  amended,  under  Senate  Con- 
current Resolution  120.  the  concurrent  reso- 
lution on  the  budget  for  fiscal  year  1987,  is 
increased  by  $300,000,000  in  both  new 
budget  authority  and  outlays. 

On  page  191,  lines  11  and  12.  strike  "to- 
gether with  any  underlying  Federal  guaran- 
ty,". 

On  page  191.  lines  22  and  23.  strike  "be 
with  recourse  to  the  Federal  Government 
and  shall". 


At  the  end  of  the  bill,  add  the  following 
new  titles: 
TITLE      -SOCIAL  SECURITY  COLAS 

SE<.  .  RE.MOVAI.  OE  THREE  PEK(  ENT  TIIRESH- 
01,l)  FOR  ( <)ST-OE-l,IVIN(;  AIUIST- 
MENTS. 

(a)  Short  Title. —This  title  may  be  cited 
as  the  "Cost-of-Living  Adjustment  Reform 
Act  of  1986". 

(b)  In  General.— 

(1)  Section  215(1)  of  the  Social  Security 
Act  is  amended  by  striking  out  "is  3  percent 
or  more"  in  paragraph  (1)(B)  and  inserting 
in  lieu  thereof  "is  greater  than  zero". 

(2)  Section  215(i)(l)(B)  of  such  Act.  as  in 
effect  in  December  1978  and  applied  in  cer- 
tain cases  under  the  provisions  of  such  Act 
as  in  effect  after  December  1978.  is  amended 
by  striking  out  "exceeds,  by  not  less  than  3 
per  centum,  such  Index"  and  inserting  in 
lieu  thereof  "exceeds  such  Index". 

(3)  Section  2159(i)(2)(C)  of  such  Act  is 
amended— 

(A)  by  striking  out  clause  (i)  and  redesig- 
nating clauses  (ii)  and  (ill)  as  clauses  (i)  and 
( ii ).  respectively;  and 

(B)  by  striking  out  "under  clause  (ii)"  in 
clause  (ii)  as  so  redesignated  and  inserting 
in  lieu  thereof  "under  clause  (i)". 

(4)  Section  215(i)(2)(C)  of  such  Act,  as  in 
effect  in  December  1978  and  applied  in  cer- 
tain cases  under  the  provisions  of  such  Act 
as  in  effect  after  December  1978,  is  amended 
by  striking  out  clause  (i)  and  by  striking  out 
"(ii)". 

(5)  Section  215(i)(4)  of  such  Act  is  amend- 
ed by  inserting  "and  by  the  Cost-of-Living 
Adjustment    Reform    Act    of    1986 "    after 

"Social  Security  Amendments  of  1985". 

(6)  Section  215(i)(5)(A)(i)  of  such  Act  is 
amended  by  striking  out  "because  the  wage 
percentage  increase  was  less  than  3  percent" 
and  inserting  in  lieu  thereof  ""because  there 
was  no  wage  percentage  increase  greater 
than  zero"'. 

(c)  Technical  Amendment  to  SMI  Pro- 
gram—Section  1839(f)(2)(A)  of  such  Act  is 
amended  to  read  as  follows: 

"(A)  the  monthly  premium  amoynt  deter- 
mined under  subsection  (a)(2)  for  that  Janu- 
ary reduced  by  the  amount  (if  any)  by 
which  the  month  benefit  under  section  202 
or  223  for  that  November,  after  the  deduc- 
tion of  the  premium  (disregarding  subsec- 
tion (b))  for  that  individual  for  that  Decem- 
ber and  after  rounding  under  section  215(g). 
would  exceed  the  monthly  benefit  under 
section  202  or  223  for  that  December,  after 
the  deduction  of  monthly  premium  amount 
determined  under  subsection  (a)(2)  (disre- 
garding subsection  (b))  for  that  individual 
for  that  January  and  after  rounding  under 
section  215(g),  or". 

(d)  Effective  Date.— 

(1)  Except  as  otherwise  provided  in  this 
subsection,"  the  amendments  made  by  this 
section  shall  apply  with  respect  to  cost-of- 
living  increases  determined  in  1986  and  all 
subsequent  years. 

(2)  The  amendments  made  by  paragraphs 
(3)  and  (4)  of  subsection  (b)  shall  apply  with 
respect  to  months  beginning  after  Septem- 
ber 1986. 

(3)  The  amendment  made  by  subsection 
(c)  shall  apply  with  respect  to  monthly  pre- 
miums (under  section  1839  of  the  Social  Se- 
curity Act)  for  months  after  December  1986. 
TITLE-MISCELLANEOUS  PROVISIONS 

SEC.      .  COMPl  TATION  OK  RETIREMENT  ANNCITY 
FOR  PART-TIME  EMPLOYMENT. 

(a)  Subsection  (b)  of  section  15204  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  of  1985  (Public  Law  99-272;  100 
Stat.  335)  is  repealed. 


(b)  Subsection  (c)  of  such  section  is  redes- 
ignated as  subsection  (b). 

SE(  .       .  MAKIN(;  Rl  I.ES  ON  EXTRANEOl'S  PROVI- 
SIONS PERMANENT 

(a)  Section  20001(c)  of  Public  Law  99-272 
is  amended  by  striking  out  "and  shall 
remain  in  effect  until  January  2,  1987". 

(b)  Senate  Resolution  286.  adopted  De- 
cember   19,    1985,   is   amended   by   striking 

"section  1201"  each  place  it  appears  and  in- 
serting in  lieu  thereof  "section  20001". 

SE(  .        MODIFICATION  OF  DEADLINE  FOR  SIBMIS- 
SION  OF  PRf^ilDENfS  BrD<;ET. 

(a)  Section  1105(a)  of  title  31,  United 
States   Code,   is   amended   by   striking   out 

"first" Monday  after  January  3  of  each  year 
(or  on  or  before  February  5  in  1986)"  and  in- 
serting in  lieu  thereof  "first  Tuesday  in  Feb- 
ruary of  each  year". 

(b)  Section  300  of  the  Congressional 
Budget  Act  of  1974  is  amended  by  striking 
out  "First  Monday  after  January  3"  and  in- 
serting in  lieu  thereof  "First  Tuesday  in 
February". 

(c)  Section  1109(a)  of  title  31.  United 
States  Code,  is  amended  by  striking  out  "On 
or  before  the  first  Monday  after  January  3 
of  each  year  (on  or  before  February  5  in 
1986)"  and  inserting  "Concurrently  with 
each  budget  submitted  pursuant  to  section 
1105(a)  of  this  title". 

SEC.      .  TREATMENT  OF  LOAN  ASSET  SALES  FOR 
DIRECT  REDl'CTION. 

(a)  In  order  to  achieve  the  purposes  of  the 
concurrent  resolution  on  the  budget  for 
fiscal  year  1987.  S.  Con.  Res.  120.  99th  Con- 
gress, and  notwithstanding  any  other  provi- 
sion of  this  Act,  any  sale  of  debentures,  as 
well  as  any  underlying  Federal  guaranty,  by 
the  Secretary  of  the  Treasury,  or  any  other 
agent  of  the  United  States,  pursuant  to  pro- 
visions of  this  Act,  shall  be  without  recourse 
to  the  Federal  Government  and  shall  dis- 
charge the  Federal  Government's  obliga- 
tions with  respect  to  any  individual  purchas- 
er or  assigneee  of  such  debenture. 

(b)  In  the  interest  of  budgetary  savings,  it 
is  the  intent  of  the  Congress  that  this  sec- 
tion be  interpreted  by  the  Secretary  of  the 
Treasury,  or  any  other  agent  of  the  United 
States,  and  any  court  of  law.  as  superseding 
any  provison  of  this  Act  appearing  to  set 
forth  a  contrary  requirement. 

Mr.  DOMENICI.  Mr.  President,  we 
will  talk  about  the  amendment  for  a 
while  and  ask  Senators  if  they  would 
like  to  let  us  waive  the  60-vote  require- 
ment on  the  amendment  so  that  it 
may  be  adopted  by  simple  majority. 
We  have  plenty  of  reasons  to  ask  for 
it,  but  obviously  it  is  only  if  the  Senate 
decides,  by  unanimous  consent,  that  it 
wants  to  grant  us  that  privilege. 

Let  me  state  briefly  why  we  believe 
such  a  request  would  be  appropriate. 

If  you  look  at  the  Budget  Act.  you 
will  find  that  for  this  particualr  time 
in  the  fiscal  policy  history,  there  was  a 
provision  hoping  to  permit  a  new  rec- 
onciliation bill  to  solve  the  problems: 
but  we  cannot  use  it  this  year  because 
it  will  go  way  up  into  October  20  or 
thereabout.  So  we  are  stuck  with  an 
old  reconcilation  bill  and  no  process  to 
bring  it  current  as  a  formal  reconilia- 
tion  matter.  Because  of  that,  we 
cannot  properly  amend  this,  even  with 
the  total  work  of  the  Senate,  without 
being  confronted  with  the  so-called 
Byrd  rule,  which  says  that  you  cannot 
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add  extraneous  material,  and  the  tra- 
ditional rule  that  you  cannot  amend 
this  with  add-ons  because  they  are  not 
germane.  Because  of  that,  we  will  need 
60  votes  to  adopt  it,  in  the  event  the 
Senate  decides,  in  its  wisdom,  not  to 
grant  us  consent  to  waive  those  provi- 
sions. We  will  go  into  that  a  little 
later. 

Let  me  just  tell  the  Senate  what  I 
think  the  adoption  of  this  amendment 
means,  so  long  as  it  is  not  amended  to 
delete  the  total  of  $13.2  billion  in  defi- 
cit reduction. 

This  is  not  the  last  business  of  the 
year.  The  House  will  take  up  their  rec- 
onciliation on  Wednesday.  They  will 
take  up  the  continuing  resolution  for 
appropriating  for  our  country  on 
Thursday  and  a  tax  bill  on  Friday.  If 
we  pass  our  reconciliation  today,  we 
still  have  to  do  the  appropriation  proc- 
ess next  week,  and  a  tax  bill  is  working 
its  way  through,  coming  from  confer- 
ence to  the  House,  and  then  over  here. 

I  say  to  my  colleagues  that  if  we 
adopt  the  Domenici-Chiles  amend- 
ment and  come  out  of  conference  with 
the  House  with  at  least  that  amount, 
that,  coupled  with  the  other  things  we 
are  going  to  do.  permits  me  to  predict 
with  as  much  certainty  as  I  can  pre- 
dict, with  numbers  and  assumptions, 
that  we  will  not  have  a  sequester  in 
October. 

Let  me  repeat:  If  this  is  adopted  and 
we  do  the  rest  of  our  business  as 
planned,  and  there  is  no  disaster,  we 
add  $10  billion  in  appropriations,  that 
is  not  going  to  happen:  the  tax  bill  is 
modified,  changed,  gutted— if  those 
kinds  of  things  would  happen,  with 
the  adoption  of  this  amendment  and  it 
becoming  law  a  week  or  10  days  from 
now.  clearly  we  will  have  done  our 
work,  and  no  sequester  would  be  in 
order,  and  in  my  mind  there  would  be 
no  need  for  the  temporary  sequester, 
because  we  would  have  done  our  work. 

There  are  two  things  in  this  amend- 
ment which  we  call  to  the  attention  of 
Members.  One,  we  have  mandated  the 
advance  deficiency  farm  payments.  We 
know  it  will  happen.  We  know  that 
the  Congressional  Budget  Office  has 
already  charged  us  for  them,  as  if  they 
happened;  and  we  want  the  Senate  to 
be  on  record  that  we  are  saying.  "Pay 
the  advance  deficiency  payments." 
This  is  the  third  year  in  a  row.  It  is 
bookkeeping.  We  do  not  double  pay. 
We  pay  early,  and  next  year  we  pay 
less.  It  helps  the  farmers  of  America 
tremendously. 

We  know  that  sooner  or  later  this 
year,  we  are  going  to  modify  the  Con- 
sumer Price  Index  inflationary  lan- 
guage add-on  for  Social  Security  re- 
cipients, so  that  they  will  receive  them 
•  annually,  regardless  of  how  small  in- 
flation is.  Right  now.  if  they  are  not 
under  3  percent— if  inflation  is  not— 
they  do  not  get  it. 

The  amendment  is  in  this,  which  will 
say  that  Social  Security,  along  with  all 


other  cost-of-living  index  recipients, 
will  get  their  cost-of-living,  regardless 
of  how  small  inflation  is. 

Those  are  the  two  matters  that  ev- 
eryone should  understand  are  in  here. 
That  costs  a  little  money.  Actually, 
the  advance  deficiency  payments  do 
not  cost,  because  they  have  already 
been  charged  by  CBO,  but  this  makes 
it  unavoidable. 

First.  I  believe  it  is  fair  that  the 
White  House,  operating  through  the 
Budget  Director,  has  worked  diligently 
with  us  in  arriving  at  this  package. 

Second.  I  believe  it  is  fair  to  say  that 
they  support  this  package  and  that 
Mr.  Miller  concurs  in  the  adoption  of 
it  and  the  other  matters  I  have  indi- 
cated must  occur  this  year,  and  that 
there  will  be  no  sequester,  come  Octo- 
ber. 

Mr.  President,  I  am  not  going  to  say 
that  I  am  proud  of  the  product;  but. 
all  things  considered,  it  is  about  as 
good  as  we  can  do,  and  we  ought  to 
adopt  it.  I  hope  Senators  do  not 
expect  to  amend  this  with  a  lot  of  ex- 
traneous material,  because  this  is  a 
ripe  bill  for  the  last  couple  of  weeks  to 
add  on  anything  they  want.  We  cannot 
accommodate  you.  If  you  have  60 
votes,  you  can  waive  the  law.  If  not.  we 
are  going  to  have  to  be  pretty  restric- 
tive and  ask  the  Senate  to  send  this 
bill  to  the  House  as  clean  as  possible, 
as  we  sent  it  to  the  desk;  but  we  are 
prepared  to  consider  modifications,  to 
consider  their  ideas,  or  perhaps  even 
some  mistakes  that  we  might  have 
made.  If  Senators  will  call  them  to  our 
attention,  we  will  work  with  everyone. 

Mr.  President,  when  I  sent  the 
amendment  to  the  desk,  the  Domenici- 
Chiles  amendment,  we  had  a  modifica- 
tion that  we  did  not  get  in,  and  I  ask 
unanimous  consent  that  I  be  permit- 
ted to  modify  the  amendment  at  this 
time. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  modification  is  as  follows: 

On  page  29  (at  bottom)  of  Domenici 
amendment  No.  2850,  strike  lines  3  through 
9  and  insert  the  following: 

SEC.      .  COMPl  TATION  OK  RETIREMENT  ASNl  ITY 
FOR  PART-TIME  EMPLOYMENT. 

(a)(1)  Subsection  (b)  of  section  15204  of 
the  Consolidated  Omnibus  Budget  Reconcil- 
iation Act  of  1985  (Public  Law  99-272;  100 
Stat.  335)  is  repealed. 

(2)  The  provision  of  title  38,  United  States 
Code,  that  was  repealed  by  such  subsection 
is  revived. 

(b)  Subsection  (c)  of  section  15204  of  such 
Act  is  redesignated  as  subsection  (b). 

(c)  This  section  is  effective  with  respect  to 
individuals  who  retire  after  September  19, 
1986. 

Mr.  EVANS  addressed  the  Chair. 

The  PRESIDING  OFFICER  (Mr. 
Simpson).  The  Senator  from  Washing- 
ton. 

Mr.  EVANS.  Mr.  President,  let  me 
preface  my  remarks  by  saying  that  I 
have  the  highest  regard  for  the  chair- 
man of  the  Budget  Committee  and  the 


September  19,  1986 
member    of    the 


ranking     minority 
Budget  Committee. 

The  Senator  from  New  Mexico  and 
the  Senator  from  Florida  have  worked 
together  as  a  team  and  have  never  wa- 
vered in  their  devotion  toward  fully 
meeting  the  requirements  of  the 
Gramm-Rudman  Act.  But,  more  im- 
portant, they  have  never  wavered 
from  their  desire  and  their  devotion  to 
doing  a  responsible  job  of  budgeting. 
But  they  can  only  go  so  far  as  the  rest 
of  us  in  this  body  are  willing  to  allow 
them  to  go. 

On  this  reconciliation  bill,  we  have 
the  first  chance  to  really  prove  our- 
selves. Are  we  believers  or  are  we  char- 
latans? 

Gramm-Rudman  has  been  called 
many  things.  It  has  been  blamed  for 
everything  from  the  drought  to  the 
plague  and  certainly  to  the  reduction 
in  many  of  the  appropriations  that  are 
now  going  through  Congress  and 
many  of  the  services  that  citizens 
throughout  the  country  receive.  That, 
in  my  mind,  is  a  bum  charge. 

Gramm-Rudman  accomplished  one 
major  thing  which  needed  accomplish- 
ing. It  put  us  on  a  par  with  cities, 
counties,  and  State  governments;  it 
put  us  on  a  par  with  businesses,  small 
and  large,  throughout  this  country;  it 
put  us  on  a  par  with  every  individual 
budget-maker  in  their  own  family  situ- 
ation; and  that  par  was  a  requirement 
that  no  longer  allows  us  to  hide 
behind  floating  deficits. 

D  1510 

In  the  past  it  has  been  too  easy. 
When  we  found  that  raising  taxes  was 
tough  on  the  one  hand  and  cutting 
spending  was  tough  on  the  other 
hand,  we  could  just  wink  at  both,  re- 
negotiate or  reestimate  the  economic 
predictions  for  the  future  and  kid  our- 
selves into  believing  that  there  would 
be  no  increase  in  deficits. 

Mr.  President,  we  now  know  what 
our  task  is.  The  final  numbers  were  set 
on  August  15.  We  now  know  that  the 
combination  of  expected  revenues  for 
the  next  year  and  the  allowed  deficit 
is  a  certain  figure.  But  that  in  itself 
does  not  cut  anyone's  budget.  We  still 
have  the  privilege  of  providing  a  huge 
increase  in  the  military  budget.  We 
still  have  the  opportunity  to  broaden 
spending  and  increase  it  in  Medicare, 
in  higher  education,  in  almost  any 
service  that  people  of  this  Nation 
might  conceivably  want. 

We  can  be  liberal  in  our  spending 
patterns,  but  now  we  have  to  pay  for 
it.  We  cannot  duck.  We  cannot  dodge. 
We  cannot  ignore.  We  may  pay  for  it. 

Or  we  can  cut  continuing  spending  if 
we  choose  not  to  raise  taxes  and  make 
sure  that  we  have  cut  them  sufficient- 
ly so  we  hit  this  fixed  target,  or  we  can 
do  a  little  bit  of  both. 

But,  Mr.  President,  we  cannot  and 
we  should  not  use  one-time  savings  in 
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order  to  meet  this  budgetary  require- 
ment. 

I  fear  that  the  proposal  now  put 
before  us  to  a  far  greater  extent  than 
it  should  uses  one-time  savings.  We  are 
engaged  in  a  massive  Government 
garage  sale,  putting  out  our  assets, 
which  can  only  be  sold  once.  If  we  do 
that  this  year  and  then  next  year  find 
it  too  difficult  to  cut  continuing  spend- 
ing or  to  raise  taxes,  we  will  go 
through  the  garage  one  more  time.  We 
will  find  out  that  there  are  still  a  few 
trinkets  left.  But  you  can  only  contin- 
ue that  until  the  house  is  empty,  until 
there  is  nothing  more  to  sell,  and  then 
we  simply  have  to  face  up  to  reality. 

In  my  view,  we  cannot  and  should 
not.  as  some  would  suggest,  use  the 
unusual  excess  which  will  be  available 
in  1987  from  the  workings  of  the  tax 
reform  bill  which  most  likely  will  pass 
this  Congress.  That  $11  billion  excess 
next  year  is  ephemeral  indeed.  It  will 
be  replaced  in  1988  by  a  $17  billion 
deficit. 

Now,  I  know  the  leadership  is  work- 
ing hard  to  put  together  this  package 
and  have  worked  hard  to  bring  it  to 
passage  today.  But  I  fear  that  there 
are  many,  many  signs  that  indicate 
that  rather  than  having  our  eyes  on 
the  horizon,  rather  than  having  our 
eyes  focused  on  caring  about  our  chil- 
dren, our  Nation  and  our  future.  We 
have  eyes  on  our  feet,  and  those  feet 
are  running  rapidly  toward  reelection. 

Our  focus  of  time  is  November  5, 
rather  than  1987,  1988,  or  the  rest  of 
this  century.  The  end  result  is  that  we 
are  most  likely  to  run  into  a  brick  wall 
next  year,  find  a  rude  awakening  in 
budgets,  find  that  the  Gramm- 
Rudman  Act  has  burned  to  ashes  and 
start  once  more  on  that  awful  cycle  of 
recession,  inflation,  and  soaring  defi- 
cits. 

With  that,  Mr.  President,  let  me 
detail  some  of  the  problems.  And  we 
ought  to  understand  that  these  prob- 
lems are  inherent  in  the  package  that 
is  now  laid  before  us,  that  garage  sale 
that  I  mentioned.  When  you  consider 
that  we  have  only  found  a  reduction  in 
spending  of  a  little  over  $7  billion  in 
this  package,  $4.8  billion  of  that  $7.3 
billion  are  the  sale  of  loan  Eissets  and 
once  those  are  sold  they  are  gone.  We 
cannot  sell  them  again.  We  will  not 
have  them  next  year. 

In  addition  to  that,  there  is  the  sug- 
gestion that  we  sell  Conrail  which  may 
well  be  a  responsible  and  an  appropri- 
ate thing  to  do.  But  we  can  only  sell  it 
once.  Once  we  have  sold  it,  it  is  gone 
and  the  $2  billion  that  is  received  from 
that  sale  will  not  be  available  to  us 
next  year  and  we  have  to  find  some- 
thing else  in  the  attic  to  put  up  for 
that  garage  sale. 

Mr.  President,  with  that  let  me  turn 
to  the  spending  needs.  I  do  not  think 
for  1  minute  we  are  likely  to  get 
through  all  of  the  appropriation  bills 
and    the    continuing    resolution    and 


ignore  certain  urgent  spending  re- 
quirements which  are  now  before  us 
and  which  simply  have  not  been  dealt 
with  yet. 

We  heard  yesterday  morning  one  of 
the  most  dramatic  and  moving  speech- 
es by  a  foreign  leader  who  has  ever 
spoken  to  a  joint  meeting  of  Congress. 
President  Aquino  of  the  Philippines 
stated  very  clearly  that  hers  indeed 
was  a  cheap  revolution;  we  did  not 
have  to  fund  or  support  or  pay  for  it, 
or  the  mercenaries  who  fought  it.  It 
was  a  revolution  of  the  people  in  the 
Philippines.  They  brought  back  free 
government  and  now  they  are  asking 
for  our  support  in  maintaining  that 
free  government. 

How  in  the  world,  Mr.  President,  can 
we  cheer  in  the  morning  at  that  coura- 
geous and  dramatic  speech  and  then 
duck  in  the  afternoon  when  it  comes 
time  to  provide  the  money  she  so  des- 
perately needs? 

It  is  said  that  foreign  aid  has  no  con- 
stituency in  Congress.  And  it  is  very 
true  that  every  time  you  take  a  poll 
and  when  people  are  asked  where 
would  you  like  to  cut  the  budget,  two 
answers  always  come  forward:  foreign 
aid  and  welfare.  Those  are  the  easy 
ones.  It  is  someone  else's  cut;  it  does 
not  appear  to  affect  us  directly  or  im- 
mediately. 

But,  Mr.  President,  appropriate  for- 
eign aid  is  in  America's  best  interest  as 
well  as  the  Philippines. 

We  have  security  interests  in  the  Pa- 
cific. Those  security  interests  deeply 
involve  the  Philippines.  I  believe  very 
strongly  that  this  is  the  cheapest  and 
best  and  wisest  investment  we  could 
make,  and  it  is  not  just  in  the  Philip- 
pines that  we  find  this  true.  I  fear 
that  there  are  those  in  this  body  who 
could  cut  the  foreign  aid  bill  and  par- 
ticularly cut  support  to  the  United  Na- 
tions. 

But  cuts  in  foreign  aid  and  cuts  in 
the  United  Nations  will  cripple  impor- 
tant activities  which  we  need  to  sup- 
port. Let  me  detail  just  two. 

The  International  Atomic  Energy 
Agency  which  is  headquartered  in 
Vienna  is  an  agency  of  the  United  Na- 
tions. In  spite  of  the  fact  that  our  ap- 
propriators  would  like  to  continue  sup- 
port for  that  group,  if  they  cut  back 
sufficiently  on  the  rest  of  the  budget 
for  the  United  Nations,  we  simply 
cannot  carry  on  that  activity  as  well  as 
we  might.  This  happens  just  at  the 
time  when  they  are  on  the  verge  of 
signing  important  international  agree- 
ments dealing  with  the  problems  of 
nuclear  accidents,  and  for  the  first 
time  in  history  have  the  Soviet  Union 
as  willing  participants.  That  is  an  im- 
portant thing  to  continue  and  we 
ought  not  to  cut  back  in  that  impor- 
tant field. 

Both  Houses  of  Congress  are  seeing 
how  they  can  outdo  each  other  in  at- 
tempting to  meet  the  challenge  of 
drugs  and  their  controls.  Here  again 


the  Division  of  Narcotic  Drugs  of  the 
United  Nations  General  Headquarters 
in  Vienna  is  working  hard  right  now 
toward  international  agreements 
which  will  allow  us  to  stop  suspected 
drug  dealers  or  shippers  on  the  high 
seas.  These  efforts  will  extend  extradi- 
tion help  to  more  nations  and  would 
effectively  lead  to  better  international 
control  of  narcotic  traffic.  And  yet.  in 
a  frenzy  of  antiforeign  aid  activity,  our 
appropriators  would  cut  that  budget. 

So  these  are  Spending  requirements 
that  will  be  in  front  of  us  in  the  for- 
eign aid  field.  I  intend  to  speak  out 
later  when  the  drug  bill  is  on  the  floor 
as  it  almost  certainly  will  be. 

But  let  us  not  kid  ourselves.  We 
cannot  promise  to  the  American 
people  that  we  intend  to  conduct  a 
war  on  drug  traffic  in  this  Nation  and 
then  turn  around  and  say  it  will  not 
cost  anything  and  that  somehow  we 
can  just  transfer  money  from  existing 
accounts.  Mr.  President,  instead  of 
saying  that  a  war  costs  money— and  a 
war  against  drugs  does  cost  money.  We 
must  stand  up  front  and  say  that  and 
then  find  the  money  through  taxes  or 
through  cutting  budgets  somewhere 
else. 

As  I  mentioned  earlier,  if  that  were 
not  enough,  that  long  list  of  spending 
mandates  out  there  which  I  believe  we 
must  meet  up  with,  then  the  tax  bill 
itself  which  is  going  through  confer- 
ence and  will  be  in  front  of  this  body 
shortly  has  tempting  short-term 
assets. 

Mr.  President,  we  must  not  use  the 
$11  billion  of  extra  mon&y  which  the 
tax  bill  will  provide  for  fiscal  year 
1987.  We  have  already  used  the  flexi- 
bility that  the  Gramm-Rudman  Act 
gives  to  us.  We  have  already  used  up 
the  maximum  ability  we  have  to  duck 
or  to  avoid  hard  choices.  We  did  that 
when  we  used  the  7-percent  flexibility 
in  the  Gramm-Rudman  target  instead 
of  $144  billion  which  was  the  target 
specified  in  law.  We  are  now  desper-" 
ately  trying  to  reach  $154  billion 
which  includes  that  maximum  flexibil- 
ity I  have  mentioned. 

Mr.  President,  there  is  a  very  good 
reason  for  ensuring  that  we  do  not  use 
that  extra  money  which  will  be  avail- 
able in  the  tax  bill  next  year.  It  simply 
must  be  set  aside  so  we  have  some 
chance,  some  small  chance,  of  continu- 
ing to  meet  these  budgetary  targets  in 
the  years  after  1987. 

Mr.  President,  I  would  ask  the  chair- 
man of  the  Budget  Conunittee  to 
listen  carefully  and  see  if  I  am  on  the 
right  track  in  my  expectation  or  un- 
derstanding of  what  is  about  to  go  on. 

If  we  pass  this  reconciliation  bill  and 
as  it  goes  through  conference  and  is  fi- 
nally adopted  it  were  of  a  sufficient 
amount  to  bring  the  budgetary  deficit 
down  to  $154  billion,  we  then  would 
have,  but  just  barely,  met  the  Gramm- 
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Rudman  targets  and  would  not  face 
any  sequester;  is  that  not  correct? 

Mr.  DOMENICI.  The  Senator  is  cor- 
rect. 

Mr.  EVANS.  Then,  at  the  same  time 
we  are  doing  this,  we  are  basing  that 
deficit  on  the  current  tax  laws  as  they 
now  exist:  that.  too.  is  correct? 

Mr.  DOMENICI.  That.  too.  is  cor- 
rect. 

Mr.  EVANS.  If.  after  that,  we  were 
to  pass  this  new  tax  reform  act  and  all 
of  the  expectations  for  the  next  year 
were  correct  and  the  tax  bill  did 
produce  $11  billion  more  than  the  cur- 
rent tax  bill,  then  the  deficit  at  the 
end  of  next  year  would  be  something 
close  to  $143  bilion  by  subtracting  the 
$11  billion  from  that  $154  billion:  is 
that,  too.  correct? 

Mr.  DOMENICI.  The  Senator  is  cor- 
rect. 

Mr.  EVANS.  I  thank  the  chairman. 

It  seems  to  me  that  is  a  terribly  im- 
portant reason  that  we  should  not  dig 
in.  not  even  one  dime's  worth,  to  that 
extra  amount  of  money  which  the  tax 
bill  might  bring,  because  it  does  give 
us  some  chance,  combined  with  this 
Reconciliation  Act,  to  end  up  the  next 
year  almost  precisely  at  the  target  set 
by  the  Gramm-Rudman  Act. 

Mr.  President,  our  finest  hour  in  this 
Senate,  when  it  came  to  budget  and 
appropriation  matters.  I  believe,  was 
late  on  the  night  of  May  10.  1985. 
when  Senator  Wilson  joined  us  from 
the  hospital  bed  and  cast  the  vote  nec- 
essary to  break  a  tie.  That  vote  was  a 
tough  vote.  But  it  was  an  honest  vote 
because  it  ensured  that  continuing 
spending  would  be  trimmed  sufficient- 
ly so  that  for  the  first  time  in  years 
the  growth  of  continuing  spending 
would  be  at  a  slower  rate  than  the 
growth  of  continuing  revenues.  And 
that  is  where  we  must  get  to,  Mr. 
President.  We  must  get  to  the  point 
where  we,  on  a  year-to-year  basis,  on 
our  continuing  spending  responsibil- 
ities grow  more  slowly  than  in  the  nat- 
ural revenue  our  economy  brings  us. 

If  we  do  that.  I  believe  strongly  two 
things  will  happen:  Well,  naturally, 
without  the  wrenching,  tough  deci- 
sions we  are  making  now,  continue  to 
move  toward  a  balanced  budget:  and, 
second,  we  will  give  such  confidence  in 
the  economy  that  it,  too,  will  help  us 
in  meeting  these  targets.  For  the  first 
time  in  a  long  time,  people  in  this 
country,  businesses  in  this  country. 
State  and  local  governments,  might 
have  some  confidence  in  this  Congress. 
The  Senate  and  the  House  and  the  ad- 
ministration will  be  working  honestly 
in  the  long  term  toward  budget  re- 
sponsibility. 

With  all  of  my  concerns,  with  all  of 
my  concerns.  Mr.  President,  about  this 
package,  it  is  perhaps  the  best  we  can 
do.  I  commend  the  tireless  efforts  of 
Senators  Domenici  and  Chiles.  But 
our  choices  remain  few:  to  cut  continu- 
ous spending  to  meet  our  targets,  to 


raise  revenues  to  meet  our  targets,  or 
to  do  something  of  both.  Many  say 
that  it  is  too  tough  in  an  election  year 
and  that  they  will  choose  the  fourth 
choice.  And  the  fourth  choice  is  to 
duck,  to  find  phony  ways,  as  some  call 
in  this  body,  smoke  and  mirrors,  to 
purportedly  reach  a  budget  balance. 

Mr.  President,  I  believe  the  Ameri- 
can people  are  too  smart  for  that. 
They  can  understand  the  difference 
between  someone  who  is  courageous 
and  who  votes  in  a  way  that  may  not 
be  popular,  but  at  least  is  right,  as 
compared  with  another  candidate  who 
says  all  the  things  that  candidate  be- 
lieves the  voter  wants  to  hear,  but  who 
is  not  voting  honestly. 

There  are  those  in  this  Chamber  and 
in  the  other  body  who  waffle  and  pos- 
ture and  piously  proclaim  their  undy- 
ing allegiance  to  all  current  programs, 
never  wanting  to  cut  a  one  and.  at  the 
same  time,  pledging  their  undying 
enmity  to  all  new  taxes.  They  then  fi- 
nally claim  their  devotion  to  balanced 
budgets. 

People  who  would  say  that  and  who 
are  candidates  during  this  election  de- 
serve defeat  this  fall.  They  need  to  be 
replaced  by  someone  with  more  cour- 
age, for  they  have  forsaken  the  future 
of  the  Nation  for  the  glitter  of  reelec- 
tion. 

Now  on  this  bill,  today  or  tomorrow, 
we  have  a  chance  to  prove  our  worth, 
to  set  the  Nation  on  a  solid  fiscal 
cour.sc  and  a  solid  economic  course. 

Two  hundred  years  ago,  Thomas 
Paine,  speaking  during  our  Revolu- 
tion, spoke  of  his  colleagues  when  he 
said: 

These  arc  the  times  that  try  men's  souls. 
The  summer  -soldier  and  the  sun.shine  patri- 
ot will,  in  this  crisis,  shrink  from  the  service 
of  his  country;  but  he  that  stands  it  now.  de- 
serves the  love  and  thanks  of  man  and 
woman." 

Mr.  President,  today,  will  the 
summer  tax  soldier  and  the  sunshine 
spending  patriots  prevail?  Will  we 
truly  shrink  from  the  service  of  our 
country?  I  devoutly  hope  not. 

By  our  actions— and  we  know  what 
we  should  do— let  us  deserve  the  love 
and  thanks  of  all  Americans  now.  this 
year,  for  this  election  and  for  the 
years  to  come. 

Mr.  EXON  addressed  the  Chair. 

The  PRESIDING  OFFICER.  Who 
yields  time?  The  Senator  from  Florida 
has  control  of  the  time. 

Mr.  CHILES.  I  yield  5  minutes  to 
the  distinguished  Senator  from  Ne- 
braska. 

The  PRESIDING  OFFICER.  The 
Senator  form  Nebraska. 

Mr.  EXON.  Mr.  President.  I  have 
been  yielded  5  minutes.  I  very  likely 
will  either  ask  for  an  extension  of  that 
to  be  allowed  to  speak  on  this  further. 

I  first  want  to  compliment  the  chair- 
man of  the  Budget  Committee.  Sena- 
tor DoMENici,  and  the  ranking 
member  of   that   committee.  Senator 


Chiles,  for  working  so  hard  to  try  and 
find  a  reasonable  solution.  I  have  seri- 
ous questions,  though,  as  to  whether 
they  have  accomplished  that  fact  of  a 
reasonable  solution. 

While  we  are  going  to  hear  lots  of 
talk  today  about  serving  America,  I 
think  that  we  should  explore,  in  more 
detail  than  simple  rhetoric,  what  we 
are  evidently  about  to  do  here. 

First,  let  me  say,  Mr.  President,  that 
any  remarks  that  I  make  here  are  not 
challenging  the  integrity  or  the  job 
that  Members  of  the  Senate,  my  col- 
leagues, are  trying  to  do.  Whatever  I 
say  today  in  this  regard  is  simply  to 
try  and  explain,  as  best  I  can  with  this 
one  voice,  what  I  am  fearful  that  we 
are  about  to  do.  And  that  is  the  basic 
reason  why  this  Senator,  at  least  at 
this  juncture  in  the  debate,  is  funda- 
mentally opposed  to  the  reconciliation 
that  is  being  proposed  under  time 
agreements. 

Now,  let  us  first  get  back  to  where 
we  are  and  how  we  got  into  this  posi- 
tion. It  first  should  be  made  clear,  and 
I  concede.  I  admit,  or  putting  it  an- 
other way.  I  take  pride  in  the  fact  that 
I  was  one  of  the  23  Senators  in  this 
body  who  opposed  Gramm-Rudman 
from  the  beginning.  The  record  is 
clear  as  to  where  I  stood  and  why  I 
stood  there.  Among  other  reasons.  I 
was  confident  that  we  would  be  in  the 
no-win  situation  that  we  find  ourselves 
in  today. 

As  I  told  some  of  my  colleagues 
today  when  we  were  about  the  process 
that  we  are  going  through— which  I 
think  emasculates  basically  the  duties 
that  we  were  elected  here  to  perform, 
it  emasculates  the  heart  and  soul  of 
Gramm-Rudman  that  all  but  23  Mem- 
bers of  this  body  and  a  majority  of 
those  on  the  other  side  endorsed,  to 
save  America  from  the  peril  of  ever-in- 
creasing deficits— the  heart  and  soul 
of  that  proposal  was  the  sequester 
order. 

That  was  the  fear  factor,  that  con- 
cept, and  up  until  October  1986.  we 
were  going  to  say,  "If  you  did  not 
straighten  out  the  mess  that  this 
country  is  in,  regardless  of  whose  fault 
it  is,  we  are  going  to  sequester."  which 
means  that  we  are  going  to  have  an 
across-the-board  cut  in  the  budget. 
And  the  across-the-board  proposition 
has  stuck  with  the  American  people. 
And  far  too  many  of  them  believe  that 
it  is  an  across-the-board  cut.  which  it 
is  not,  because  there  were  all  kinds  of 
exemptions  written  into  the  Gramm- 
Rudman  bill.  To  sell  it  for  political 
reasons  and  to  get  the  votes  to  pass  it 
in  the  first  instance,  more  than  half, 
more  than  half.  Mr.  President,  of  the 
total  budget  of  the  United  States  is 
exempt  from  any  cuts  under  the  se- 
quester. 

Now.  that  may  have  solved  itself. 
Some  of  us  warned  at  the  time  that, 
probably  the  way  the  sequester  order 
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was  originally  placed  and  passed  under 
the  Gramm-Rudman  legislation,  it  was 
unconstitutional,  and  the  courts  have 
since  said  it  was  unconstitutional.  But 
then,  of  course,  there  was  the  famous 
and  well-known  and  well-debated  fall- 
back provision  that  said  if  the  courts 
decide  "that  the  sequester  was  out  of 
order  in  the  first  instance,  then  we 
had  a  fallback  provision  that  said  a  se- 
quester would  take  place  unless  the 
Congress  took  action  to  correct  the 
budget  to  bring  it  down  to  the  limits 
as  specified  in  Gramm-Rudman— $144 
billion,  specifically,  for  the  next  fiscal 
year. 

a  1536 

The  PRESIDING  OFFICER.  The 
Senators  5  minutes  have  expired. 

Mr.  CHILES.  I  yield  an  additional  3 
minutes  to  the  Senator. 

Mr.  EXON.  Mr.  President.  I  will  not 
take  more  than  3  minutes  now,  but  I 
will  be  on  the  floor  later  if  I  can  get 
the  time  to  try  to  explain  my  position 
further.  I  will  use  the  additional  3 
minutes. 

I  would  simply  say  that  what  we 
have  concocted  here  is  a  saving  meas- 
ure but  it  saves  only,  Mr.  President, 
the  responsibility  to  vote  for  cuts  as 
supposedly  mandated  by  Gramm- 
Rudman.  I  hope  the  debate  proves  me 
wrong,  but  I  happen  to  feel  that  with 
all  the  best  intentions  of  my  col- 
leagues, what  we  are  sending  forth 
here  is  a  perverted,  phony,  unrealistic 
approach  that  does  not  really  begin  to 
meet  the  $144  billion  figure  mandated 
by  Gramm-Rudman.  which  is  the  law 
of  the  land.  It  does  not  even  come 
close  in  real  terms  to  the  $154  billion 
which  we  can  use  because  of  the  fudge 
factor. 

I  remember  well  the  excellent  re- 
marks that  the  distinguished  chair- 
man of  the  Budget  Committee  made 
in  front  of  the  joint  Senate-House 
Budget  Committee  when  we  met  last 
week.  At  that  time,  he  pointed  out 
very  clearly  that  there  is  no  way  that 
we  are  going  to  realistically  meet  the 
$144  billion  mandate  of  Gramm- 
Rudman  for  this  year,  and  he  said 
even  if  we  do  it  with  smoke  and  mir- 
rors we  are  going  to  be  so  far  away 
from  the  $108  billion  maximum  deficit 
required  for  the  following  year  that 
there  is  no  way  we  are  going  to  match 
it. 

I  am  saying.  Mr.  President,  that  the 
action  we  are  likely  to  take  here  today, 
over  the  objections  of  this  Senator 
from  what  I  know  now.  is  to  try  to  fool 
the  American  people  into  believing 
that  Gramm-Rudman  is  working  to 
the  full  extent. 

Certainly,  it  has  worked  to  some 
extent.  Certainly  the  deficit  would  be 
higher  if  Gramm-Rudman  had  not 
been  enacted. 

The  point  is.  over  the  5-year  period 
it  is  a  phony,  it  is  not  going  to  work  in 
the  future,  and  massive  tax  increases 


in  the  future,  not  this  year  before  the 
election,  will  occur.  I  think  that 
should  be  driven  home  clearly  to  the 
American  people,  that  there  is  no  way 
out  if  we  continue  to  follow  the  man- 
date of  Gramm-Rudman.  which  was 
not  realistic  in  the  beginning. 

Mr.  President.  I  yield  back  any  re- 
mainder of  my  time  and  I  advise  the 
Chair  and  managers  of  the  bill  that  I 
will  seek  time  later  on. 

Mr.  CHILES.  Mr.  President.  I  yield  5 
minutes  to  the  Senator  from  Illinois. 

The  PRESIDING  OFFICER.  The 
Senator  from  Illinois. 

Mr.  DIXON.  Mr.  President.  I  thank 
my  distinguished  friend,  the  senior 
Senator  from  Florida,  who  has  done 
such  an  outstanding  job  for  our  party, 
Mr.  President,  on  the  Budget  Commit- 
tee. 

THE  EXTENSION  OF  MANDATORY  MEDICARE  COV- 
ERAGE TO  ALL  STATE  AND  LOCAL  GOVERNMENT 
EMPLOYEES.  A  MAJOR  CONCERN 

Mr.  DIXON.  Mr.  President.  I  am 
very  concerned  about  a  provision  in 
the  Budget  Reconciliation  Act.  S. 
2706.  which  would  extend  hospital  in- 
surance—Medicare— coverage  on  a 
mandatory  basis  to  all  employees  of 
State  and  local  governments  who  are 
not  otherwise  covered  under  present 
law. 

I  call  to  the  attention  of  my  col- 
leagues the  fact  that  the  House  recon- 
ciliation proposal  does  not  include  this 
provision.  In  addition.  I  remind  my 
colleagues  of  action  we  took  in  the 
Consolidated  Omnibus  Budget  Recon- 
ciliation Act  of  1985  [COBRA],  which 
extended  mandatory  Medicare  cover- 
age to  all  employees  of  State  and  local 
governments  hired  after  March  31. 
1986.  Additionally.  COBRA  authorized 
local  governments  to  enroll  existing 
employees  in  the  system  voluntarily. 

It  appears  to  me  that  the  new  pro- 
posed extension  of  mandatory  Medi- 
care coverage  in  S.  2706  would  under- 
mine our  earlier  congressional  action. 
I  believe  that  we  should  reject  the  pro- 
posal for  the  following  reasons: 

First.  Imposing  mandatory  coverage 
upon  existing  employees  would  have 
an  immediate  and  severe  fiscal  impact 
upon  State  and  local  governments. 
The  harshness  of  this  impact  was  fully 
debated  and  avoided  through  the 
phase-in  provision  approved  in 
COBRA.  The  goal  of  covering  most 
employees  will  be  met.  since  the  turn- 
over rate  for  State  and  local  govern- 
ment employees  is  approximately  9 
percent  per  year.  I  see  no  reason  to 
change  the  decision  now.  only  a  few 
months  after  COBRA  became  law. 

Second.  The  Internal  Revenue  Serv- 
ice and  the  Social  Security  Adminis- 
tration are  working  to  provide  guide- 
lines for  coverage  to  governments  af- 
fected by  COBRA.  The  Medicare  cov- 
erage proposal  would  add  another  cat- 
egory of  government  employees  with 
yet  another  set  of  instructions  that 
would  prove  extremely  cumbersome. 


Third.  Illinois,  like  many  other 
States,  has  committed  resources  to  the 
effort  of  improving  the  quality  of  edu- 
cation. We  are  attempting  to  attract 
and  retain  high  quality  teachers.  The 
Medicare  tax  burden  would  be  a  fur- 
ther disincentive  for  persons  to  enter 
or  remain  in  the  teaching  profession, 
one  whose  salaries  are  already  inferior 
to  those  in  the  private  sector. 

Fourth.  Imposing  mandatory  Medi- 
care coverage,  in  conjunction  with 
other  administration  proposals,  such 
as  the  elimination  of  revenue  sharing 
and  deductible  State  taxes,  and  the 
limitation  of  tax  exemptions  of  certain 
governmental  bonds,  will  force  a  re- 
duction in  State  and  local  governmen- 
tal programs  and  services  or  force  an 
increase  in  local  taxes. 

Fifth,  the  tax  cut  anticipated  by  mil- 
lions of  Americans  who  do  not  now 
participate  in  the  Medicare  Program 
would  be  more  than  offset  by  the 
added  Medicare  coverage  tax.  As  an 
example,  mandatory  Medicare  cover- 
age would  require  the  average  Illinois 
teacher  retirement  system  contributor 
to  pay  $394  per  year  in  new  taxes, 
while  the  contributor  would  receive  an 
estimated  cut  of  less  than  $200  under 
the  tax  reform  bill,  as  agreed  in  con- 
ference. Thus,  the  Medicare  proposal 
would  run  directly  counter  to  the  ex- 
pressed intention  of  many  Members  of 
this  Congress  to  provide  a  tax  cut  to 
the  middle  class. 

While  my  voting  record  supports  my 
belief  that  we  must  reduce  the  Federal 
budget  deficit,  I  do  not  believe  that 
this  proposal  is  a  fair  approach  and  I 
believe  it  would  have  an  adverse  effect 
on  many  State  and  local  governments 
and  their  employees. 

Mr.  President,  I  urge  my  colleagues 
to  reject  this  mandatory  Medicare  tax 
proposal. 

I  yield  back  the  remainder  of  my 
time,  Mr.  President. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  DIXON.  Mr.  President,  in  the 
absence  of  any  other  Senator  on  the 
floor,  I  would  like  to  present  further 
remarks  on  the  Conrail  sale. 

May  I  have  an  additional  5  minutes, 
Mr.  President?  I  am  told  I  can  have  it 
from  my  side. 

Mr.  DOMENICI.  I  will  yield  5  min- 
utes to  the  Senator. 

Mr.  DIXON.  I  thank  the  distin- 
guished chairman  of  the  Budget  Com- 
mittee, the  distinguished  Senator  from 
New  Mexico. 

CONRAIL  SALE  PROVISIONS  OF  THE 
RECONCILIATION  BILL 

Mr.  DIXON.  Mr.  President,  I  am 
pleased  that  the  reconciliation  bill 
before  us  today  authorizes  the  Secre- 
tary of  Transportation  to  sell  Conrail 
through  a  public  offering.  Returning 
Conrail  to  the  private  sector  through  a 
public  offering  is  an  objective  that  I 
have  supported  for  a  long  time.  I*  be- 
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lieve  this  approach  is  best  for  rail  serv- 
ice in  the  Northeast  and  Midwest,  and 
that  it  is  the  only  approach  that  pro- 
tects shippers,  local  communities  and 
others  that  need  to  deserve  good,  cost- 
effective,  and  competitive  rail  service. 

While  I  fully  support  the  inclusion 
of  Conrail  sale  provisions  in  the  recon- 
ciliation bill,  however.  I  am  disturbed 
by  the  fact  that  the  sale  provisions 
before  us  seem  to  be  a  blank  check  to 
the  Secretary  of  Transportation.  As 
my  colleagues  know,  I  am  an  original 
sponsor  of  he  so-called  "Morgan  Stan- 
ley" public  sale  proposal.  That  was  a 
very  detailed  proposal:  it  covered  a 
wide  variety  of  issues  that  need  and 
deserve  congressional  attention. 

I  would  also  note  that  on  Wednes- 
day, September  17,  the  full  House 
Energy  and  Commerce  Committee  re- 
ported its  public  sale  legislation.  Like 
the  Morgan  Stanley  bill,  it  addresses  a 
wide  variety  of  concerns  to  ensure  that 
the  public  offering  will  succeed,  that 
Conrails  independence  will  be  pre- 
served, and  that  the  railroad  is  given 
the  kind  of  start  it  needs  to  maintain 
and  even  improve  the  fine  record  of 
profitable  operation  it  has  achieved  in 
the  last  few  years. 

I  will  not  take  the  time  of  my  col- 
leagues to  go  into  these  matters  in 
detail.  I  know  we  need  to  reach  final 
action  on  the  reconciliation  bill  as 
quickly  as  possible.  I  will  simply  men- 
tion one  issue  that  I  think  the  Senate 
should  be  aware  of:  the  question  of 
how  the  public  offering  should  be 
managed. 

The  House  proposal  requires  the 
Secretary  of  Transportation  to  select 
two  or  more  investment  bankers  to 
serve  as  lead  managers  of  the  public 
offering— the  House  bill  calls  them 
colead  managers.  Further,  the  House 
bill  requires  that  the  colead  managers 
l)e  selected  in  a  manner  that  considers 
and  recognizes  the  contributions  made 
by  particular  investment  banking 
firms  in  demonstrating  and  promoting 
the  long-term  financial  viability  of 
Conrail  and  the  feasibility  of  a  public 
stock  offering. 

I  would  like  to  remind  my  col- 
leagues, therefore,  that  it  was  Morgan 
Stanley  that  demonstrated  that  the  fi- 
nancial community  believed  in  the 
long-term  viability  of  an  independent 
Conrail,  and  that  it  was  Morgan  Stan- 
ley that  assembled  a  group  of  blue- 
chip  investors  prepared  to  purchase 
the  entire  amount  of  a  Conrail  public 
stock  offering. 

I  would  not  argue  that  Morgan  Stan- 
ley should  be  the  sole  investment 
banking  firm  involved  in  the  public  of- 
fering. However,  I  do  suggest  that  it 
was  the  Morgan  Stanley  proposal  that, 
in  fact,  made  the  public  offering  pro- 
posal possible  that  we  are  considering 
today.  Let  there  be  no  doubt,  the 
House  of  Representatives  simply  was 
not  going  to  accept  the  Department  of 
Transportations  anticompetitive  pro- 


posal to  sell  Conrail  to  one  of  its  major 
Eastern  competitor.  The  House  was 
not  going  to  accept  doing  that  kind  of 
violence  to  our  antitrust  laws.  Without 
the  Morgan  Stanley  public  offering 
proposal,  therefore,  it  would  not  be 
possible  to  pass  Conrail  sale  legislation 
this  year. 

I  think  Morgan  Stanley  has  provided 
a  real  public  service,  and  that  we  con- 
tinue to  need  their  enthusiasm  and  ad- 
vocacy to  ensure  that  the  public  offer- 
ing is  the  kind  of  success  that  I  know 
it  can  be.  Morgan  Stanley  has  not  ever 
minimized  the  chances  of  a  successful 
public  offering,  and  has  not  advocated 
other  alternatives  that  could  give  it  a 
conflict  of  interest,  or  the  appearance 
of  such  a  conflict,  in  moving  to  imple- 
ment a  public  offering. 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  has  expired. 

Mr.  DIXON.  May  I  have  another  2 
minutes.  Mr.  President? 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DIXON.  There  is  no  one  on  the 
floor  who  can  yield  time. 

Mr.  SIMON.  I  will  yield  the  time. 

Mr.  DIXON.  My  colleague  has  yield- 
ed me  the  time,  which  he  does  not 
control.  I  thank  him. 

Frankly,  Mr.  President,  I  had  given 
some  thought  to  offering  an  amend- 
ment to  fill  in  some  of  the  blanks  in 
the  public  offering  proposal  now 
before  us.  However,  given  the  short 
time  we  have  left,  and  because  the 
House  has  come  up  with  the  kind  of 
detailed  approach  that  ensures  all 
issues  will  be  considered  in  the  confer- 
ence on  the  reconciliation  bill,  I  will 
not  push  such  an  amendment.  I  urge 
my  colleagues  who  will  be  on  the  con- 
ference, however,  to  ensure  that  the 
final  bill  that  emerges  addresses  all 
the  issues  that  must  be  resolved  to 
maximize  the  chances  for  a  successful 
public  offering,  and  the  chances  for 
future  financial  success  for  an  inde- 
pendent, private  sector  Conrail.  I  also 
urge  them  to  consider  the  contribu- 
tions Morgan  Stanley  has  made  in 
bringing  the  public  offering  proposal 
to  this  stage. 

I  would  like  to  conclude  by  thanking 
the  committee  for  moving  to  the 
public  offering  approach.  I  know  it 
will  work.  It  will  provide  the  Govern- 
ment with  a  substantial  return,  per- 
haps as  much  as  $2  billion  or  more.  It 
will  return  an  independent  Conrail  to 
the  private  sector,  where  it  belongs, 
without  doing  violence  to  the  antitrust 
laws.  I  continue  to  strongly  support 
this  concept,  and  I  am  glad  that  the 
reconciliation  bill  offers  the  prospect 
for  achieving  a  final  resolution  of  the 
long  and  difficult  question  of  how  to 
sell  Conrail. 

I  thank  the  Chair.  I  yield  back  the 
remainder  of  my  time.  I  thank  my  dis- 
tinguished colleague,  the  senior  Sena- 
tor from  New  Me:|^co. 


I  congratulate  him  on  his  work  on 
this  reconciliation  bill  and  I  want  him 
to  know  that  the  Senator  from  Illinois 
will  support  him  in  the  vote  on  the 
final  product  on  the  Senate  floor  to- 
night. 

Mr.  DOMENICI.  Mr.  President,  I 
thank  my  friend  from  Illinois  for  his 
support  and  also  for  the  remarks  he 
has  made.  While  I  do  not  agree  with 
all  of  them,  obviously,  what  he  said 
with  reference  to  avoiding  a  sequester 
and  doing  our  work,  what  we  have 
tried  to  do  here  in  a  bipartisan 
manner,  I  think  is  true.  He  has  said 
this  is  not  the  greatest  package,  this  is 
not  the  best  way  to  reduce  the  deficit, 
but  obviously,  we  have  a  U.S.  House, 
we  have  a  President,  we  are  a  U.S. 
Senate.  We  are  free  to  do  whatever  we 
want.  The  President  has  to  sign  a  bill. 
We  have  to  send  something  over  to 
the  House  in  the  waning  moments 
that  has  a  reasonable  chance.  We  do 
not  have  a  month  to  go  to  conference. 
And  they  are  moving  down  a  similar 
path. 

The  Senator  from  Illinois  has  allud- 
ed to  Conrail.  It  is  very  similar.  They 
will  have  to  go  to  conference,  with  a 
few  differences  on  the  revenue  side, 
but  as  we  look  at  what  he  proposes, 
they  are  moving  down  this  track  in  a 
very  similar  manner. 

As  my  good  friend  from  Illinois 
knows,  all  of  it  is  aimed  at  avoiding 
that  very  onerous  across-the-board  cut 
called  sequester— not  because  we  do 
not  like  the  law  that  put  the  restraint 
on  us,  but  because,  to  the  best  of  our 
ability,  we  want  to  avoid  it  because  we 
told  the  people  that  is  what  we  would 
do.  Our  people  do  not  expect  us  to 
solve  budget  problems  by  annually 
doing  our  work  and  then  having  a  10- 
percent  cut  or  8-percent  cut  without 
reference  to  one  program's  being 
better  than  another,  one  being  worse 
than  another,  how  much  is  right  on 
defense,  just  cut  them  all.  This  is  what 
we  are  trying  to  do. 

I  want  to  tell  him  if  he  votes  for 
this,  as  he  said  he  will,  what  he  is 
doing,  and  he  can  say  it  loud  and  clear 
to  his  people:  There  are  a  few  things 
in  it  that  I  do  not  like  or  that  you  do 
not  like.  But  which  would  you  prefer, 
that  I  said  no  to  this,  cutting  6  percent 
across  the  board,  cut  defense  5.5  or  6 
percent  across  the  board,  without  ref- 
"ference  to  one  thing  being  more  impor- 
tant than  another?  Which  do  you 
prefer?  I  prefer  the  prudent  one  in 
saying  I  will  vote  for  it. 

Mr.  DIXON.  Will  my  friend  yield  for 
a  moment? 

Mr.  DOMENICI.  I  am  happy  to 
yield. 

Mr.  DIXON.  Mr.  President,  I  appre- 
ciate those  comments  by  my  warm 
friend,  the  distinguished  senior  Sena- 
tor from  New  Mexico,  who  under- 
stands this  subject  matter  and  has 
contributed  so  much  of  his  time  and 
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energy.  May  I  say  I  fully  agree.  There 
are  many  things  in  this  mix  of  $13  bil- 
lion in  revenues  and  cuts  that  this 
Senator  does  not  like.  There  are  a 
number  of  them.  But  I  agree  with 
what  my  distinguished  colleague  has 
said,  that  this  is  better  than  sequestra- 
tion. 

As  I  understand  it,  and  I  would  like 
to  be  corrected  if  1  am  wrong,  if  a  Sen- 
ator discharges  his  responsibilities  on 
the  floor  and  votes  for  this  reconcilia- 
tion bill  in  the  final  form  that  is  craft- 
ed by  the  distinguished  manager,  who 
is  here  on  the  floor  with  me  now,  and 
our  distinguished  ranking  member, 
then  would  it  not  be  the  responsibility 
of  each  Member  to  vote  against  se- 
questration on  the  grounds  that  we 
have  done  our  job  in  the  reconciliation 
bill  and  sequestration  is  not  required? 
Is  that  the  distinguished  manager's 
understanding  of  what  we  ought  to  do 
procedurally  in  this  whole  reconcilia- 
tion question? 

Mr.  DOMENICI.  Mr.  President,  I  am 
going  to  answer  very  quickly  and  very 
simply,  then  compliment  the  Senator 
and  tell  him  my  opinion. 

The  answer  is  yes,  obviously.  As  the 
Senator  may  know,  that  may  not  be 
the  opinion  of  others.  I  am  not  speak- 
ing in  that  capacity  as  one  who  is 
charged  with  carrying  out  the  process- 
es of  this  institution.  All  of  us  are.  I 
would  say  if  this  passes  at  the  very 
minimum,  we  ought  to  put  the  seques- 
ter off  for  about  a  week  and  take  a 
look. 

Why  do  we  vote  on  it?  We  vote  on  it 
because  we  want  to  be  sure  we  keep 
the  pressure  on  to  avoid  it  at  the  end, 
in  October.  The  first  choice  would  be 
OK,  keep  the  process  alive,  put  it  off. 
As  prudent  people,  we  have  done 
something.  Go  to  the  House,  see  what 
they  have  done,  take  an  accounting 
about  next  Friday,  see  where  the  tax 
bill  is,  where  the  continuing  resolution 
is.  If  there  is  some  real  relevance  to 
the  sequester  then  it  is  still  there. 

But  if  somebody  says,  let  us  vote 
now,  at  12  o'clock  tonight,  it  seems  to 
me  the  Senator  has  made  a  very  logi- 
cal assessment  of  how  one  might  vote 
and  how  one  might,  subsequent  to  the 
vote,  justify  indeed  saying,  I  have 
done  my  job. 

Mr.  DIXON.  I  thank  the  manager.  I 
say  I  would  have  no  objection  to  put- 
ting off  the  sequestration  vote.  I  un- 
derstand it  takes  unanimous  consent 
to  do  that.  This  Senator  would  not 
object  to  putting  it  off.  I  want  to  make 
it  clear  this  Senator  will  support  our 
distinguished  manager  and  ranking 
member  but  this  Senator  then  believes 
he  has  obviated  the  necessity  of  voting 
for  sequestration.  I  consider  that  I 
have  met  my  obligations  to  achieve 
the  threshold  requirements  of 
Gramm-Rudman-Hollings  this  year. 

Mr.  DOMENICI.  I  thank  the  Sena- 
tor for  his  remarks. 


Mr.  President,  how  much  time  re- 
mains on  the  amendment  for  each 
side? 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Mexico  has  25  min- 
utes, the  Senator  from  Florida  has  20 
minutes. 

Mr.  DOMENICI.  Mr.  President,  I 
yield  myself  3  minutes. 

I  send  a  modification  to  the  desk 
that  was  asked  for  by  the  Energy 
Committee,  technical  in  nature.  I  be- 
lieve I  am  entitled  to  modify  my 
amendment. 

The  PRESIDING  OFFICER.  The 
Senator  has  that  right. 

Mr.  DOMENICI.  It  has  been  cleared 
by  Senator  Chiles. 

The  modification  to  the  amendment 
(No.  2850)  is  s&  follows: 

On  page  5  of  the  amendment,  between 
lines  9  and  10.  insert  the  following: 

On  line  24  of  page  13.  before  the  word 
■party"  insert  the  word  "private". 

Mr.  DOMENICI.  Let  me  talk  with 
the  Senate  about  the  last  colloquy  I 
had  with  the  distinguished  Senator 
from  Illinois.  Frankly,  in  about  SVz 
hours,  I  guess,  4  if  we  use  our  time 
here  to  the  fullest,  we  are  going  to 
decide  whether  we  are  going  to  pass 
the  reconciliation  bill  that  has  about 
$13.2  or  $13.3  billion  in  savings  that 
will  be  credited  as  -such  by  the  prac- 
tices that  we  have  developed  in  this 
very  complicated  and  cumbersome 
process.  We  have  a  couple  of  other  op- 
tions: We  can  defeat  it.  We  can  defeat 
the  amendment  and  return  to  the  un- 
derlying bill.  It  is  very  controversial.  It 
has  $3.7  billion  total  in  reductions  and 
has  a  cigarette  tax  on  it.  It  probably 
will  not  get  anywhere.  The  House  will 
not  do  the  cigarette  tax.  That  is  what 
I  was  alluding  to  with  my  friend  from 
Illinois.  The  President  will  not  sign  it. 
So  we  can  go  down  that  path. 

The  other  path  is  to  adopt  some- 
thing like  the  Domenici-Chiles  substi- 
tute, go  to  conference  with  the  House 
and,  while  we  cannot  predict  with  cer- 
tainty, that  ought  to  yield  a  $13  or  $14 
billion  deficit  package,  using  the  same 
accounting  practices  and  techniques 
we  are  talking  about.  We  only  do  this 
if  we  are  given  credit  under  the  ac- 
counting practices  mandated  by  the 
laws  of  the  Senate  and  House. 

Or  we  can  defeat  it  in  toto,  this  one 
and  the  underlying  one,  say  we  just  do 
not  want  to  do  anything  like  this  be- 
cause there  are  parts  of  it  that  do  not 
meet  our  fancy.  Or  we  have  something 
else  in  mind.  Maybe  we  have  in  mind 
just  to  make  ourselves  go  through  the 
process  of  voting  for  a  $19.5  billion 
across-the-board  cut  temporary  in 
nature  and  waiting  around  until  Octo- 
ber to  see  the  real  effect. 

I  do  not  know  if  anybody  wants  to 
do  that.  I  think  some  would  like  to 
have  assurance  that  they  can  tell  the 
people  of  this  country,  under  the  cir- 
cumstances, we  did  the  best  we  could; 
appropriations  have  been  held  down. 


this  bill  has  been  passed,  we  have  done 
our  tax  reform,  if  that  is  the  will  of 
the  Senate,  and  we  are  going  to  reach 
the  targets  of  Gramm-Rudman-Hol- 
lings and  there  will  be  no  second  layer 
of  cuts  after  we  have  done  our  work, 
arbitrary  in  nature,  without  regard  to 
one  program  or  another  being  better, 
this  one  being  worse,  just  cut  them  all. 

D  1600 

So  I  think  we  should  take  the  path 
of  passing  a  reconciliation  bill  between 
$13  billion  and  $14  billion.  There  is  not 
a  lot  of  gamble  in  that.  Then  we  can 
go  to  the  House  and  come  out  about 
like  that  and  add  it  up  and  we  will  not 
have  a  sequester. 

Mr.  President,  the  Senator  from  Illi- 
nois raised  the  issue  of  the  sequester,  a 
preliminary,  temporary  sequester  that 
is  pending  at  the  desk,  and  he  talked 
about  what  we  should  do  next,  and  do 
we  vote  on  it  today,  do  we  put  if  off, 
and  he  indicated  that  he  is  going  to 
vote  for  the  reconciliation  bill  and 
then  is  going  to  vote  'no  "  on  seques- 
ter. 

Everyone  should  know  that  that 
across-the-board,  temporary  sequester 
is  hanging  over  us  so  long  as  this  clock 
does  not  get  to  12  o'clock  before  some- 
body insists  that  we  call  it  up  or  the 
Parliamentarian  informs  the  Chair 
that  it  is  to  be  the  pending  business. 

I  believe  we  ought  to  get  this  work 
done  first,  and  then  I  think  Senators 
ought  to  consider  seriously  whether 
they  want  to  vote  for  sequester  to- 
night, up  or  down,  whether  they  want 
to  put  it  off  for  a  reasonable  period  of 
time;  and  whether  they  want  to  vote 
on  it  may  depend  upon  whether  the 
sequester  passes. 

I  hope  everybody  listened  to  that.  I 
think  it  is  a  very  good  point  made  by 
the  distinguished  Senator  from  Illi- 
nois. 

Mr.  BUMPERS  addressed  the  Chair. 

The  PRESIDING  OFFICER  (Mr. 
Stevens).  Who  yields  time? 

Mr.  CHILES.  I  yield  the  Senator 
from  Arkansas  3  minutes. 

The  PRESIDING  OFFICER.  The 
Senator  from  Arkansas  is  recognized 
for  3  minutes. 

SEA  REDUCES  THE  DEFICIT 

Mr.  BUMPERS.  Mr.  President,  I  rise 
to  express  my  grave  concern  about  the 
leadership's  amendment  which  has 
been  offered  to  this  budget  reconcilia- 
tion measure  regarding  the  Senate 
Small  Business  Committee's  portion  of . 
this  bill.  The  budget  resolution  for 
fiscal  year  1987  required  out  commit- 
tee to  come  up  with  $343,000,000  in 
outlay  savings  for  1987.  $55,000,000  in 
1988  and  $14,000,000  in  1989.  That  was 
not  an  easy  task,  especially  consider- 
ing the  fact  that  we  reduced  SBA's 
spending  by  $2.5  billion  in  the  1986 
reconciliation  bill. 

Our  only  alternative,  Mr.  President, 
was  to  consider  asset  sales,  which  I 
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consider  generally  a  foolhardy  and  de- 
plorable fiscal  policy.  This  course  was. 
however,  virtually  dictated  by  the 
Budget  Committee.  Asset  sales,  which 
seem  to  be  the  major  portion  of  all  the 
so-called  savings  in  this  reconciliation 
bill,  are  merely  temporary  fixes— 
BandAids— which  seek  to  postpone  the 
inevitable.  Ultimately,  spending  and 
revenues  must  be  brought  into  line. 

First,  the  Small  Business  Committee 
considered  the  Budget  Committee's 
policy  assumption.  Their  proposal  was 
that  we  should  sell  SBAs  portfolio  of 
disaster  loans,  of  which  several  thou- 
sand have  been  made  over  the  years. 
Our  committee  immediately  rejected 
this  suggestion.  Because  the  Budget 
Committee  evidently  also  intends  to 
allow  the  continuation  of  the  Disaster 
Loan  Program  at  SBA,  sale  of  the  dis- 
aster loans  which  are  now  being  repaid 
would  leave  us  with  an  empty  revolv- 
ing fund  and  continuing  needs  for  loan 
money.  SBA  indicated  that  we  would 
need  to  recapitalize  the  disaster  loan 
fund  to  the  tune  of  several  hundred 
million  dollars,  perhaps  as  soon  as 
next  year.  Additionally,  selling  these 
disaster  loans  to  investors  would  mean 
putting  thousands  of  small  business 
owners,  home  owners,  and  farmers  at 
the  mercy  of  collection  agents  who 
could  foreclose  at  the  first  delayed 
payment,  taking  peoples  homes  and 
businesses  in  the  liquidation  process. 

Our  committee  concluded,  instead, 
that  the  sounder  policy  from  both  the 
humanitarian  standpoint  and  the 
fiscal  standpoint  would  be  to  offer  for 
sale  certain  of  the  economic  develop- 
ment loans  which  have  been  made 
under  section  503  of  the  Small  Busi- 
ness Act.  These  loans  have  a  good  re- 
payment record,  on  the  whole,  and 
they  carry  interest  rates  slightly  above 
the  comparable  Treasury  rate  for  the 
relevant  period.  Since  many  of  these 
loans  carry  interest  rates  above  cur- 
rently prevailing  rates,  the  investment 
market  told  us  that  the  Government 
could  get  a  much  better  price,  perhaps 
above  par,  if  the  loans  were  sold  with 
recourse.  Two  investment  banking 
firms  estimated  that  the  section  503 
loans  could  be  sold  for  $1.12  or  $1.13 
per  dollar  of  face  value  if  the  SBA 
guarantee  of  timely  payment— which 
is  now  part  of  the  loan— continued  to 
apply.  That  is  to  say,  the  loans  would 
have  to  be  sold  with  recourse  to  the 
Goverrunent  in  order  to  obtain  this 
price. 

Initially,  CBO,  OMB  and  the  Senate 
Budget  Committee  rejected  the  notion 
of  selling  any  loans  with  recourse. 
Their  reasons  were  never  clear  to  me, 
and  the  Small  Business  Committee 
overwhelmingly  rejected  the  idea  of 
selling  these  SBA  loans  without  re- 
course based  on  the  very  clear  state- 
ments and  evidence  by  the  investment 
community.  The  503  program  has  a 
relatively  low  difficult  rate  and  a  very 
low  loss  rate  at  this  point.  To  date,  the 


program  has  lo-st  only  about  1.5  per- 
cent of  the  loans  made,  and  SBA 
projects  an  ultimate  loss  rate  of  no 
more  than  7  percent— 8  percent  over 
the  life  of  the  program. 

Yet  the  investment  bankers  made 
clear  that  investors  would  charge  an 
enormous  penalty  if  the  loans  were 
sold  without  recourse,  despite  a  gener- 
ally good  repayment  record.  Estimates 
were  that  without  recourse  sales  could 
bring  between  60  and  80  cents  on  the 
dollar,  versus  as  much  as  $1.13  cents 
on  the  dollar  with  recourse.  Some  said 
there  was  no  telling  what  we  might  get 
for  these  loans,  and  that  the  market 
might  treat  them  as  "junk  bonds."  It 
was  very  clear  to  us  the  Government's 
actual  risk  of  loss  through  guarantee- 
ing the  loans  was  vastly  less  than  the 
penalty  which  the  market  would  ex- 
tract for  sales  without  recourse.  So  it 
just  didn't  make  good  business  sense 
to  Senator  Weicker  and  me,  and 
others  on  the  committee,  to  sell  these 
loans  at  fire-sale  prices  in  order  to 
avoid  a  fairly  small  exposure  to  the 
government  from  anticipated  defaults. 

Further,  in  our  markup  of  this  meas- 
ure. Senator  Levin,  with  his  usual 
foresight  and  attention  to  detail,  sug- 
gested that  we  could  protect  against 
the  risk  of  loss  from  selling  with  re- 
course by  selling  a  modest  additional 
quantum  of  loans  to  raise  enough  ad- 
ditional money  to  cover  any  losses 
which  might  occur.  So  the  committee 
made  rough  calculations,  based  on  our 
best  estimate  of  losses,  and  added  this 
amount  to  the  amount  of  loans  au- 
thorized to  be  sold,  and  that  is  what 
we  reported  to  the  Budget  Committee. 

And  for  all  our  trouble,  the  Budget 
Committee  and  CBO  gave  us  an  "F. " 
They  continue  to  insist  that  these 
loans  be  sold  without  recourse,  no 
matter  what  the  cost  to  the  taxpayers. 

In  their  wisdom.  CBO.  OMB.  and 
the  Senate  Budget  Committee  said 
that  we  hadn't  accomplished  a  thing 
by  selling  these  loans  for  $1.13  on  the 
dollar.  In  fact,  they  said  this  was  just 
like  borrowing  by  the  Treasury,  so 
they  said  our  bill  didn't  save  a  dime. 

The  trouble  with  OMB  and  CBO's 
reasoning,  of  course,  is  that  it  assumes 
that  all  the  loans  will  default  and  SBA 
will  have  to  pay  for  every  one  of  them, 
and  that  is  simply  nonsense.  The 
record  of  repayment  is  clear,  and  so  is 
the  outcome  of  a  sale  without  re- 
course. We  will  take  a  bath  on  these 
loans  without  recourse,  but  that  is  ex- 
actly what  this  amended  bill  will  do. 

Their  reasoning,  as  best  I  can  tell,  is 
purely  philosophical.  They  want  the 
Government  out  of  these  loans,  no 
matter  the  price  as  long  as  we  can  pick 
up  a  little  change  to  forestall  tax  in- 
creases and  spending  reductions.  Sena- 
tor Weicker  and  I,  and  other  members 
of  the  Small  Business  Committee, 
would,  frankly,  like  to  fight  this  issue. 
But  we  can  count  votes,  too. 


The  only  way  to  demonstrate  how 
bad  this  policy  really  is  may  be  to  let 
OMB  and  CBO  have  their  way  this 
time  and  see  what  the  results  are. 
Sadly,  the  taxpayers  will  be  the  losers 
in  this  process. 

I  commend  the  leadership  of  the 
Budget  Committee  for  their  work  in 
trying  to  avoid  the  sequester  order 
under  Gramm-Rudman-Hollings.  But  I 
deplore  this  $300  million  mistake  in  a 
very  necessary  $14.5  billion  reconcilia- 
tion bill. 

The  Senate  Small  Business  Commit- 
tee will  be  brought  into  compliance 
with  the  budget  resolution's  instruc- 
tions by  the  leadership's  amendment.  I 
do  not  believe,  however,  that  we  were 
ever  out  of  compliance.  CBO  and  OMB 
are  simply  wrong  on  this  issue.  The  re- 
quired $343  million  in  deficit  reduction 
will  be  achieved  for  fiscal  year  1987  by 
our  committee,  but  we  may  end  up 
giving  up  an  $800  million  loan  portfo- 
lio to  reach  this  total,  and  that  price  is 
too  high. 

Mr.  DOMENICI.  Mr.  President.  I 
thank  the  distinguished  Senator  from 
Arkansas  for  his  comments.  While  I 
will  not  address  them  specifically  at 
this  time.  I  want  to  make  two  other 
comments,  and  then  I  will  talk  about 
selling  our  loan  portfolio  in  general; 
because  what  the  Senator  from  Arkan- 
sas raises  with  reference  to  the  com- 
mittee—he has  an  extreme  interest  in 
the  Small  Business  Committee's  port- 
folio—is not  unique. 

In  my  remarks,  I  forgot  to  mention 
one  thing  about  the  reconciliation  bill 
that  is  pending,  the  Domenici-Chiles 
amendment  worked  out  with  many 
people  on  the  Senate  floor,  the  chair- 
man and  the  ranking  minority 
member  and  others. 

The  cigarette  tax,  which  was  part  of 
that  bill,  is  taken  out.  It  will  not  be  in 
the  substitute,  if  the  substitute  is 
adopted.  Obviously,  some  may  want  to 
offer  that,  just  as  the  Senator  from 
New  Mexico  may  want  to  offer  an 
import  fee  later,  if  we  have  time  today. 
I  am  not  sure  about  that.  Any  amend- 
ments of  that  type  will  require  60 
votes,  as  everyone  knows,  because  we 
have  just  about  decided  not  to  try  to 
get  the  50  majority  vote  rule  to  apply 
to  our  amendment.  We  are  about 
ready  to  concede  that  we  will  have  to 
get  60  votes. 

Let  me  say  that  the  removal  of  the 
cigarette  tax,  I  think  everybody  under- 
stands, was  done  because  the  White 
House  said  they  would  not  sign  it,  the 
House  said  they  did  not  want  it,  so  we 
did  not  see  any  reason  to  jeopardize 
our  getting  reconciliation  through  and 
completed.  So  we  took  it  out  and 
found  some  substitutes  that  are  ac- 
ceptable. 

Mr.  President,  I  yield  myself  2  addi- 
tional minutes,  and  I  want  to  talk 
about  loan  asset  sales. 
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It  has  been  alluded  to  on  the  floor 
that  as  many  as  7  years  ago,  people 
started  talking  about  the  sale  of  Gov- 
ernment assets.  I  do  know  that  7  years 
ago  we  were  talking  about  selling  our 
loan  portfofios  to  solve  deficit  prob- 
lems. Maybe  we  were.  Obviously,  from 
time  to  time,  a  government  as  large  as 
ours  ought  to  look  at  a  loan  portfolio 
as  perhaps  business  people  would  and 
see  what  we  should  do  with  it.  Maybe 
that  is  what  was  talked  about  7  years 
ago. 

Two  or  three  years  ago,  somebody 
said  that  we  can  get  rid  of  the  deficit 
by  selling  assets.  The  Senate  turned 
that  down;  the  committee  turned  that 
down.  But  every  time  we  turned  a 
corner  and  we  would  have  a  deficit 
target  to  meet  and  could  not  meet  it, 
somebody  would  come  up  with  this  mi- 
raculous, marvelous,  simple  way  of 
selling  Eximbank  notes,  which  are 
moneys  due  and  owing  to  the  U.S. 
Government  that  is  coming  in  slowly 
every  year  as  per  the  payment  plan. 
Why  dont  we  cash  them  out? 

Well,  this  Senator  resisted  it.  We  put 
a  little  bit  in  last  year.  I  was  much  like 
the  Senator  from  Arkansas.  I  do  not 
think  it  is  a  solution.  But  now  it  is 
dawning  on  people,  as  they  look  at 
this  kind  of  activity,  that  as  the  Sena- 
tor from  Arkansas  says,  you  have  to 
discount  them  for  the  most  part  in 
order  to  get  cash. 

So  the  Eximbank  portfolio  that  is 
going  to  be  sold  here— part  of  it— you 
are  not  going  to  get  face  value  for 
that.  On  the  other  hand,  you  are 
going  to  get  cash  to  reduce  the  deficit. 
Somebody  else  is  going  to  pick  up  the 
payments,  and  they  have  to  be  paid 
for  that.  Some  of  them  are  risky.  So  it 
is  not  unique  to  see  that  in  taking  face 
value  versus  what  we  will  have  to  sell 
them  for,  we  will  lose. 

On  the  other  hand,  let  me  talk  about 
loan  sales  with  recourse  and  without 
recourse. 

The  way  we  have  handled  the  loan 
portfolio  sales  with  the  Congressional 
Budget  Office  and  the  Office  of  Man- 
agement and  Budget  is  that  these  loan 
assets  are  on  budget.  When  you  sell 
them,  you  take  them  off  budget,  and 
to  take  them  off  budget  and  get  credit 
for  it,  you  cannot  have  strings  at- 
tached to  the  Federal  Government  or 
you  will  not  get  credit  on  the  consoli- 
dated budget  for  the  sale.  That  is  the 
way  it  has  been  from  the  beginning. 

So  if  we  have  recourse,  it  is  pre- 
sumed that  we  have  not  really  saved 
the  money;  because  we  still  remain 
liable  in  a  contingent  manner,  so  we 
do  not  get  the  credit.  That,  in  essence, 
is  why  we  have  this  situation  about 
which  Senator  Bumpers  has  spoken. 

D  1610 

But  we  do  get  cash  to  liquidate  this 
huge  debt  and  in  this  case  we  get  cash 
to  avoid  a  sequester. 

I  yield  the  floor. 


The  PRESIDING  OFFICER.  Who 
yields  time? 

There  are  13  minutes  remaining  to 
the  Senator  from  New  Mexico  and  15 
minutes  remaining  to  the  Senator 
from  Florida. 

Mr.  BUMPERS  addressed  the  Chair. 

The  PRESIDING  OFFICER.  Who 
yields  time  to  the  Senator? 

Mr.  DOMENICI.  Mr.  President,  I 
assume  the  Senator  wants  to  speak  on 
the  amendment. 

Mr.  BUMPERS.  I  do  not.  I  simply 
want  to  address  a  question  to  the  Sen- 
ator from  New  Mexico  to  find  out  if  he 
can  give  us  any  idea  at  all  about  the 
timing  of  the  rest  of  this  afternoon 
and  evening  and  when  he  thinks  or  if 
he  has  some  thoughts  about  when  we 
might  finish  up  the  votes  on  the 
amendment  and  the  sequester  vote. 

As  I  understand  it,  we  are  going  to 
vote  when  the  time  elapses.  The  Chair 
just  announced  13  minutes  on  the  Sen- 
ator's side  and  15  minutes  on  the  side 
of  the  Senator  from  Florida,  and  we 
will  then  vote  on  the  amendment;  is 
that  correct? 

The  PRESIDING  OFFICER.  I 
might  say  to  the  Senator  from  New 
Mexico  the  time  necessarily  is  coming 
out  of  his  in  terms  of  the  question  by 
the  Senator  from  Arkansas. 

Mr.  DOMENICI.  That  is  all  right.  I 
understand  that.  I  thank  the  Chair. 

We  probably  will  vote  but  we  are 
still  talking  with  one  Senator  about 
something  that  is  contentious  that 
may  cause  us  to  spend  a  lot  more  time, 
and  we  are  trying  to  see  if  we  can  work 
that  out  so  we  may  have  to  use  some 
time  off  the  bill  once  the  time  is  out  in 
quorum  calls  to  work  it  out.  But  it 
should  not  be  too  long  until  we  have  a 
vote  on  this  major  substitute,  the  Do- 
menici-Chiles  proposal.  After  that 
there  is  not  too  much  time  left.  It  will 
be  a  couple  of  hours.  But  there  are  a 
lot  of  amendments  around. 

This  process  is  pretty  self-enforcing, 
however.  Once  the  time  is  up,  you  do 
not  get  to  debate  those  amendments. 
So  if  Senators  want  to  offer  them 

Mr.  BUMPERS.  Can  they  be  offered 
and  voted  on? 

Mr.  DOMENICI.  They  can  be  of- 
fered and  voted  on.  Probably  each  one 
I  have  seen  will  be  subject  to  a  point 
of  order.  Therefore,  they  would  have 
to  have  60  votes  to  get  around  the 
point  of  order  under  the  supermajor- 
ity  aspects  of  germaneness  in  Gramm- 
Rudman-Hollings. 

Mr.  BUMPERS.  Following  that  we 
will  go  to  the  sequester  vote? 

Mr.  DOMENICI.  I  have  no  idea 
about  that. 

Mr.  BUMPERS.  Is  there  an  auto- 
matic time  allocation  under  the 
Gramm-Rudman  law  giving  how  much 
time  we  have  to  debate  that,  or  is  it 
simply  we  have  to  do  something  before 
midnight  tonight? 

Mr.  DOMENICI.  Let  me  say  if  se- 
quester is  ever  pending,  and  that  is 


what  we  are  all  talking  about,  the  stat- 
ute is  pretty  clear.  It  is  not  amendable 
and  there  is  1  hour  on  each  side. 

Mr.  BUMPERS.  I  thank  the  Sena- 
tor. 

Mr.  DOMENICI.  I  yield  the  floor. 

I  suggest  the  absence  of  a  quorum 
and  ask  unanimous  consent  that  it  be 
charged  equally. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roll. 

Mr.  DOMENICI.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOMENICI.  Mr.  President,  I 
understand  the  distinguished  Senator 
from  Iowa,  Senator  Grassley,  desires 
8  minutes  to  speak. 

I  yield  him  8  minutes  of  my  time  off 
the  bill. 

The  PRESIDING  OFFICER.  The 
Senator  from  Iowa  is  yielded  8  min- 
utes off  the  bill,  and  the  Chair  has 
just  been  informed  that  the  Senator 
from  New  Mexico  has  1  hour  and  34 
minutes  on  the  bill. 

Mr.  DOMENICI.  How  much  do  I 
have  on  the  amendment  and  how 
much  does  Senator  Chiles  have  on 
the  amendment? 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Mexico  has  9  min- 
utes on  the  amendment  and  the  Sena- 
tor from  Florida  has  14  minutes  on 
the  amendment. 

Mr.  DOMENICI.  I  thank  the  Chair. 

The  PRESIDING  OFFICER.  And 
the  Senator  from  Florida  has  146  min- 
utes on  the  bill. 

The  Senator  from  Iowa. 

Mr.  GRASSLEY.  Mr.  President,  by 
the  end  of  this  month,  the  .fiscal  year 
1987  deficit  will  be  estimated  at  either 
$144  billion  or  $154  billion,  depending 
on  whether  there  is  a  sequester. 

If  there  is  one  thing  certain  other 
than  death  and  taxes,  it  is  that  next 
year's  deficit  will  be  much  greater 
than  $154  billion. 

It  is  for  that  reason  that  we  need  a 
maximum  deficit  reduction  effort 
right  now,  that  we  must  not  depend 
unduly  on  the  imbalance  of  revenues 
in  the  new  tax  bill. 

I  urge  my  colleagues  to  support  the 
reconciliation  measure  and  the  amend- 
ment package  offered  by  the  chairman 
and  ranking  member  of  the  Senate 
Budget  Committee. 

Just  1  year  ago,  Mr.  President,  the 
Congressional  Budget  Office  predicted 
that  this  year's  deficit  would  be  $175 
billion. 

The  actual  deficit  will  be  $230  bil- 
lion. That's  an  error  in  only  12  months 
of  $55  billion.  Half  of  the  error  is  be- 
cause we  spent  more  than  we  estimat- 
ed. The  other  half  is  because  we  got 
fewer  revenues  than  we  thought. 
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Last  year's  deficit  was  $212  billion. 
The  year  before  that.  CBO  thought  it 
would  be  only  $176  billion.  That's  an 
error  of  $36  billion.  Again,  the  error 
was  half  revenues,  half  outlays. 

This  has  been  a  common  pattern 
since  1980.  Mr.  President.  Only  the 
numbers  have.changed. 

If  we  apply  this  likelyhood  to  the 
present,  the  fiscal  year  1987  deficit 
will  be  closer  to  $200  billion  than  to 
$154  billion.  That  is  as  certain  as 
death  and  taxes. 

And  failing  to  support  this  deficit  re- 
duction package  would  perhaps  ensure 
an  actual  deficit  next  year  of  $200  bil- 
lion. Moreover,  it  would  increase  the 
odds  next  year  for  a  gigantic  tax  in- 
crease, or  a  deep-sixing  of  the  Gramm- 
Rudman  law.  I  know  it  sounds  glib  for 
me  to  stand  here  and  say  we  will  once 
again  underestimate  the  deficit. 

Just  because  we  have  underestimat- 
ed it  every  year  since  1980  does  not 
mean  we  will  do  it  again.  The  law  of 
averages  just  has  to  catch  up  to  it. 

We  do  not  really  know  the  deficit 
will  be  larger  next  year  than  we  pre- 
dict. Just  because  the  Sun  has  risen 
every  morning  does  not  mean  we  know 
it  will  rise  tomorrow.  But  just  for  the 
sake  of  argument.  Mr.  President,  let  us 
create  a  hypothetical.  Let  us  say.  no 
matter  how  remote,  that  there  is  a 
scintilla  of  a  possibility  that  we  could 
be  underestimating  the  deficit  for 
next  year.  Let  us  examine  how  this 
$154  billion  deficit  just  might  become 
$200  billion. 

First,  this  reconciliation  bill  gets 
bogged  down,  or  the  sale  of  these 
myriad  assets  fails  to  materialize.  We 
lose  $10  billion  of  savings. 

Then  we  spend  $5  to  $7  billion  more 
for  appropriated  accounts  then  we 
budgeted  for.  That  includes  money  for 
drug  programs,  supplementals,  and  so 
forth.  Then  we  spend  an  additional  $5 
to  $7  billion  on  farm  payments,  the 
way  that  program  is  going. 

Defense  outlays  exceed  projections 
by  $5  billion.  And  the  economy  grows 
at  a  2.5-percent  clip,  rather  than  the 
projected  3.5  percent.  We  lose  $20  bil- 
lion. The  sum  of  these  possibilities  is 
$50  billion,  which  would  make  our 
$154  billion  deficit  in  excess  of  $200 
billion. 

Even  if  we  count  the  revenues  from 
the  tax  bill,  which  yesterday  totaled 
$11  billion,  which  today  totals  $10  bil- 
lion, and  which  tomorrow  will  total 
only  $6  billion,  we  still  have  a  $200  bil- 
lion deficit  for  next  year,  a  far  cry 
from  today's  $154  billion  figure.  Now, 
certainly,  Mr.  President.  I  would  never 
suggest  there  would  be  the  slightest 
possibility  of  this  actually  occurring. 

Besides,  there  is  no  way  of  knowing 
that  this  would  ever  come  about. 

The  British  empiricist  Thomas 
Hobbes  once  said  that  we  do  not  know 
that  each  time  we  hold  out  a  pencil 
and  release  it  that  each  time  it  will 
fall  to  the  groimd. 


In  Hobbes'  time,  empiricist  philoso- 
phers held  that  one  can  know  nothing, 
with  any  certitude.  Hobbes.  therefore, 
said  you  must  take  it  on  faith.  And  so, 
Mr.  President,  let  me  clarify  my  obser- 
vation on  this  deficit  matter.  As 
Hobbes  would  say,  I  believe  the  deficit 
next  year  will  be  closer  to  $200  billion 
than  to  $154  billion.  I  take  it  on  faith. 

I  cannot  make  an  assertion  to  that 
effect,  just  as  I  cannot  assert  the  Sun 
will  rise  tomorrow  morning,  or  that  if 
I  release  this  pencil  it  will  fall  to  the 
Senate  floor. 

I  base  my  belief  on  the  unblemished 
record  of  our  deficit  estimates  since 
1980.  Every  single  one  has  shown  a 
deficit  underestimated.  This  doctrine 
of  faith  has  never  failed  me,  Mr.  Presi- 
dent. This  dogma  of  the  deficit  has 
been  my  guiding  light  through  concur- 
rent budget  resolutions. 

I  was  right  here  before  you  last  year 
saying  I  would  be  here  this  year  saying 
"I  told  you  so". 

And  here  I  am  again  before  you, 
saying  I  will  be  here  next  year  saying 
"I  told  you  so." 

I  do  not  wish  to  belabor  the  point, 
Mr.  President. 

My  purpose  is  to  proselytize— to  win 
converts  among  my  colleagues. 

The  more  of  us  who  become  converts 
to  the  deficit  dogma,  the  more  Con- 
gress will  be  willing  to  maximize  our 
deficit  reduction  efforts  up  front. 

If  we  can  remain  skeptical  until 
proven  otherwise,  life  in  the  budget 
process  will  be  so  much  more  reward- 
ing. 

Thank  you,  Mr.  President. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  DOMENICI.  Mr.  President,  I 
understand  the  distinguished  Senator 
from  Texas,  Senator  Gramm,  would 
like  10  minutes,  and  I  yield  that  off 
the  bill. 

The  PRESIDING  OFFICER.  The 
Senator  is  recognized  for  10  minutes  to 
come  off  the  bill. 

Mr.  GRAMM.  Mr.  President,  I  thank 
the  distinguished  chairman  of  the 
Budget  Committee  for  yielding.  We 
are  coming  to  the  end  of  a  long  and 
difficult  budget  process.  This  year,  for 
the  first  time  in  a  long  time,  we  set  out 
a  process  that  told  the  American 
people  what  we  were  going  to  do  to  re- 
store fiscal  responsibility.  Assuming 
we  stay  on  the  path  that  we  find  our- 
selves on  with  the  continuing  resolu- 
tion, we  have  now  come  to  the  final 
action  in  that  process.  No  old  school- 
teacher like  I  am  could  come  to  speak 
on  this  subject  without  giving  a  grade 
as  to  what  we  achieved  and  what  we 
did  not  achieve. 

The  numbers  do  not  really  tell  you 
much,  except  that  not  a  lot  happened. 
For  fiscal  year  1986,  we  now  project 
revenues  of  $765.2  billion.  For  the 
fiscal  year  1987.  we  project  revenues  of 
about  $827  billion.  If  our  economic 
projections  hold  up.  we  are  looking  at 


revenue  growth  that  will  come  from 
the  growth  of  the  economy.  The  con- 
tribution to  deficit  reduction  from  the 
people  who  do  the  work  and  pay  the 
taxes  and  pull  the  wagon  in  America 
will  amount  to  $61.9  billion  in  new  rev- 
enues. 

In  terms  of  the  outlay  reductions,  by 
the  time  we  adopt  the  reconciliation 
bill,  which  I  will  vote  for  and  support, 
we  are  going  to  have  the  outlay  reduc- 
tion level  down  to  about  $2.3  billion. 
That  is  going  to  mean  a  deficit  reduc- 
tion of  about  $64  billion,  give  or  take 
$1  billion.  And  that  is  the  bottom  line. 

Now,  what  kind  of  achievement  is 
that?  Well,  I  think  you  have  to  look  at 
it  in  perspective.  In  an  election  year, 
with  the  economy  flat  on  its  back  in 
many  areas,  the  fact  that  we  will  com- 
plete the  budget  today  on  the  basis  of 
the  baseline  set  out  in  the  Gramm- 
Rudman-HoUings  bill  by  holding  the 
growth  of  spending  compared  to  cur- 
rent services  to  only  about  a  break- 
even point  is  no  easy  achievement. 

You  are  going  to  have  a  lot  of  people 
who  are  going  to  say,  'Well,  the  Con- 
gress did  not  cut  anything."  And  in  a 
very  real  sense,  they  are  right.  But  if 
you  look  back  at  election  years  during 
the  Reagan  era  and  the  Carter  era  and 
the  Ford  era,  you  see  that  come  elec- 
tion time,  spending  skyrocketed.  I 
submit,  Mr.  President,  it  tells  you  a  lot 
about  what  we  are  doing  here  and  it 
tells  you  a  lot  about  the  Gramm- 
Rudman-Hollings  law,  as  imperfect  as 
it  is.  that  in  this  election  year,  relative 
to  current  services,  spending  is  actual- 
ly declining,  not  growing. 

I  wish  we  could  have  done  more.  I 
am  disappointed.  I  would  be  dishonest 
if  I  did  not  say  so.  I  was  willing  to  vote 
to  do  more,  but  I  did  not  propose  it  be- 
cause the  votes  were  not  here.  And, 
trying  to  work  within  the  process,  I 
thought  that  doing  so  would  not  con- 
tribute to  the  long-term  objective  that 
we  sought. 

The  good  news  is  that  under  the 
Gramm-Rudman-Hollings  bill,  with 
this  action  today,  we  are  going  to  meet 
the  target.  There  will  be  no  across-the- 
board  cut.  whether  we  vote  to  pull  the 
trigger  under  the  sequester  order  or 
not.  In  fact.  Mr.  President,  that  has 
really  become  a  political  issue.  We  are 
going  to  meet  the  target  here  today. 
Now  the  question  is:  Should  we  pull 
the  trigger  and  make  Members  vote  on 
it  so  that  people  opposing  them  back 
home  can  say  they  voted  for  an  across- 
the-board  cut  or  should  we  not? 

The  objective  of  Gramm-Rudman 
was  to  meet  targets,  not  to  pull  trig- 
gers; to  discipline  the  Congress,  not  to 
play  politics.  And  I  submit,  Mr.  Presi- 
dent, as  imperfect  as  this  reconcilia- 
tion bill  is,  that  we  have  achieved  that 
goal. 

In  an  election  year,  we  have  brought 
the  deficit  down  to  within  the  target 
and  we  will  achieve  that  target.  And 
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let  me  also  say.  looking  at  a  windfall 
revenue  of  about  $11  billion  coming 
from  the  tax  bill,  that  we  are  not 
claiming  that  revenue  to  meet  this 
target. 

So  people  are  going  to  talk  about 
how  ephemeral  these  savings  are,  and 
they  are.  But  there  was  $11  billion  sit- 
ting on  the  table  that  we  did  not 
claim.  And  I  cannot  help  but  believe 
that  the  country  and  the  budget  proc- 
ess and  the  economy  will  be  better  off 
for  it. 

Now  those  are  the  achievements.  We 
passed  a  bill.  We  set  out  a  target.  We 
have  met  the  first  year  of  that  target. 
That  is  the  good  news. 

D  1630 

Mr.  DOMENICI.  Will  the  Senator 
yield? 

Mr.  GRAMM.  I  am  happy  to  yield. 

Mr.  DOMENICI.  Mr.  President,  I 
ask  that  the  time  I  use  in  my  observa- 
tion not  be  taken  out  of  his  10  min- 
utes, but  rather  out  of  my  time  on  the 
bill. 

The  PRESIDING  OFFICER.  The 
Senator's  request  will  be  honored. 

Mr.  DOMENICI.  Let  me  say  to  my 
friend  from  Texas,  your  remarks  at 
this  point,  in  my  opinion,  have  been 
an  excellent  summary. 

I  want  to  make  one  other  observa- 
tion. While  we  have  not  been  able  to 
dramatically  reduce  the  expenditure 
side  of  the  Federal  Government's 
ledger,  as  you  have  described,  I  would 
think,  without  going  back  and  look- 
ing—and perhaps  you  can  think  about 
it  and  give  me  your  views— if  this 
country  ever  came  close  to  a  static  ex- 
penditure line  for  4  or  5  years  in  the 
past  during  those  critical  expenditure 
years,  the  kind  of  deficits  we  now  have 
would  not  be  around. 

Unless  we  were  going  up  6,  7,  8  per- 
cent in  real  terms— and  I  can  remem- 
ber 9  percent  real  growth  in  many  ac- 
counts—we thought  that  was  restraint. 
We  are  almost  where  it  has  stayed 
constant  in  real  terms,  as  I  understand 
the  Senator's  description  here  today. 
And  I  think  that  is  a  real  achievement. 

Now.  I  acknowledge  it  is  not  the  best 
way  to  do  some  of  these;  they  are  not 
going  to  recur.  But  I  think  at  this 
point  you  have  made  an  excellent  sum- 
mary. I  wish  we  could  have  done 
better,  so  do  you. 

I  do  not  think  we  have  the  votes  to 
do  much  better.  I  do  not  think  we 
have  found  a  way  to  polarize  the  en- 
thusiasm. The  President  goes  one  way; 
we  go  another;  the  House  goes  an- 
other. I  think  in  the  middle  is  about 
where  we  turn  out.  And  we  lose  an 
awful  lot  of  reform,  and  awful  lot  of 
restraint  in  that  process. 

But  I  want  to  compliment  you  for 
the  overview  and  for  the  assessment.  I 
think  it  is  accurate.  I,  too,  say  I  wish 
we  could  have  done  better. 

Mr.  GRAMM.  I  thank  the  distin- 
guished chairman. 


The  good  news  is  we  are  going  to 
meet  the  targets  in  an  election  year. 
And  there  is  no  doubt  in  my  mind,  had 
we  not  had  the  binding  process  that 
has  brought  us  to  this  point,  that  we 
would  be  looking  at  a  $230  billion  defi- 
cit. 

The  bad  news  is  that  there  has  been 
no  fundamental  reform  of  the  spend- 
ing system;  and  many  of  the  savings 
we  used  to  reach  this  point  are  one- 
time savings,  nonrecurring. 

Let's  look  at  the  package  that  we 
have  before  us  in  reconciliation.  We 
end  up  saving  about  $13.3  billion. 
About  37  percent  of  that  will  come 
from  new  revenues,  mostly  through 
compliance  and  enforcement;  64  per- 
cent of  that  represents  one-time  sav- 
ings; 5  percent  represents  reforms  and 
user  fees;  and  then  we  have  got  an 
add-back  of  13  percent  in  new  spend- 
ing, all  coming  out  to  the  final  total  of 
the  bill. 

Now  the  problem  we  face  is  about 
next  year  and  about  the  future.  Yes, 
we  are  going  to  get  under  the  wire  and 
meet  the  targets  for  Gramm-Rudman 
the  first  year  and  we  are  going  to  do  it 
by  undertaking  a  lot  of  one-time  sav- 
ings. 

But  when  we  committed  to  the 
Gramm-Rudman-Hollings  bill,  we  com- 
mitted to  a  5-year  program,  not  a  1- 
year  program.  We  are  going  to  make  it 
on  the  first  rung  of  the  ladder,  but  we 
have  put  that  rung  pretty  close  to  the 
floor.  We  started  out  with  a  6-foot 
ladder.  We  had  six  rungs.  We  put  the 
first  one  very  close  to  the  floor  by 
doing  all  the  easy  stuff  the  first  year. 
Next  year,  we  are  going  to  have  to 
take  a  big  step  up  that  ladder  between 
the  first  and  second  rungs.  If  the  tax 
bill  next  year  loses  revenue,  we  are 
going  to  have  to  make  that  revenue  up 
with  new  revenue  or  we  are  going  to 
have  to  drastically  reduce  the  rate  of 
growth  in  spending,  reform  entitle- 
ments, and  terminate  programs.  Now  I 
am  willing  to  do  that. 

But  some  think  that  because  in  this 
election  year  we  met  the  targets  of 
Gramm-Rudman  and  that  the  process 
is  over;  and  there  are  those  who  are 
pronouncing  that  Gramm-Rudman  is 
dead.  To  these  people  I  want  to  make 
a  couple  of  things  clear.  First,  it  is  not 
dead.  If  the  Congress  wants  it  dead, 
they  are  going  to  have  to  kill  it.  and  it 
is  going  to  be  clear  to  the  American 
people  who  the  murderers  are.  I,  for 
one.  intend  to  stay  with  the  process. 

We  did  the  easy  things  this  year, 
and  maybe  in  an  election  year  that 
was  the  best  we  could  do.  Next  year, 
we  are  going  to  have  to  do  more.  We 
are  going  to  have  to  do  a  lot  more.  We 
are  going  to  have  to  make  difficult  de- 
cisions. 

And  I,  for  one,  intend  to  be  here.  If 
somebody  wants  to  repeal  Gramm- 
Rudman,  let  them  offer  the  amend- 
ment to  do  it.  I  intend  to  oppose  it, 
and  I  intend  to  see  that  there  is  a  vote. 


If  there  are  those  here  who  want  to 
waive  points  of  order  under  that  law,  I 
intend  to  oppose  it  and  to  ask  for  a 
record  vote  on  that.  If  there  are  those 
who  are  hoping  that  this  is  going  to  be 
a  quiet  death,  that  having  met  the 
target  once  we  are  going  to  hope  it  all 
fades  away,  I,  for  one.  do  not  intend  to 
let  that  happen. 

I  think  we  did  something  good  here. 
We  committed  to  a  process.  I  am 
proud  we  met  the  first  year's  target, 
but  there  is  a  lot  more  work  to  be 
done. 

I  intend  to  support  this  reconcilia- 
tion, and  I  intend  to  commit  myself,  as 
I  am  sure  others  will  and  the  chair- 
man of  the  Budget  Committee  will,  to 
seeing  that  we  meet  the  targets  next 
year. 

I  thank  the  distinguished  chairman 
for  yielding. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

D  1636 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  RIEGLE  addressed  the  Chair. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  RIEGLE.  Mr.  President,  speak- 
ing for  this  side.  I  yield  myself  5  min- 
utes of  the  time  under  the  control  of 
Mr.  Chiles. 

The  PRESIDING  OFFICER.  The 
Senator  is  recognized  for  5  minutes. 

Mr.  RIEGLE.  Mr.  President,  the 
main  test  on  Gramm-Rudman  is  not 
next  year,  fiscal  1987. 

Gramm-Rudman,  when  it  was  signed 
into  law— and  I  voted  against  it  be- 
cause I  thought  it  was  a  bad  law  and 
would  not  work,  and  I  think  subse- 
quent events  have  proven  that  to  be 
the  case— the  first  year  in  which 
Gramm-Rudman  is  to  control  the  defi- 
cit is  not  next  year  but  this  year. 

We  have  a  Gramm-Rudman  target 
for  fiscal  year  1986.  That  is  the  fiscal 
year  that  we  are  just  completing,  and 
it  will  end  in  roughly  2  weeks. 

The  Gramm-Rudman  target  for  this 
year  is  roughly  $172  billion.  By  law.  we 
are  not  supposed  to  be  able  to  have  a 
deficit  higher  than  $172  billion  accord- 
ing to  Gramm-Rudman  right  now.  But 
as  everyone  knows,  the  budget  deficit 
for  this  fiscal  year  is  now  estimated  to 
not  be  within  those  limits  of  $172  bil- 
lion, but  to  actually  be  at  $230  billion 
or  higher. 

If  it  comes  in  after  all  the  numbers 
are  added  up  at  the  end  of  the  next  2 
weeks  at  a  figure  of  $230  billion,  then 
Gramm-Rudman  will  have  failed  its 
first  test  by  $58  billion. 

That  is  what  is  happening  right  now. 

The  sponsors  of  Gramm-Rudman  do 
not  want  to  talk  about  right  now. 
They  never  want  to  talk  about  right 
now.  They  always  want  to  talk  about 
what  it  is  going  to  do  in  the  future. 
The   reason   that   they   do   that,   the 
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reason  that  they  keep  moving  the 
focus  of  the  discussion  forward,  is  that 
all  the  evidence  today  shows  that 
Gramm-Rudman  is  not  working.  It  has 
not  worked  this  fiscal  year.  It  has  been 
exceeded  by  at  least,  I  would  say,  $58 
billion,  and  the  figure  may  well  prove 
to  be  higher. 

We  are  not  going  to  hit  $144  billion 
next  year.  There  really  is  not  anybody 
I  find  in  the  Chamber  who  believes 
that.  That  is  not  a  believable  figure.  In 
fact,  we  are  hoping  maybe  we  will 
come  in  within  $10  billion  of  that. 

I  would  make  the  prediction  today 
that  the  deficit  next  year  with 
Gramm-Rudman  will  be  no  less  than 
$185  billion,  and  I  fear  it  is  going  to  be 
higher  than  that.  It  may  well  exceed 
$200  million.  I  hope  I  am  wrong. 

It  is  my  belief  as  a  member  of  the 
Budget  Committee  that  the  deficit  will 
be  much  more  in  that  range  than  it 
will  be  in  the  range  of  the  stated  $144 
billion  Gramm-Rudman  target.  We 
have  not  met  this  years  target:  we  are 
not  going  to  meet  next  years  target. 

In  the  third  year,  the  target  is  to  be 
a  $108  billion  Federal  deficit.  I  do  not 
think  that  is  within  each,  either.  It 
would  be  nice  if  it  were.  You  have  to 
have  a  balanced  package  as  the 
Budget  Committee  put  together  early 
in  the  year  if  we  are  going  to  have  any 
hopes  of  meeting  that  target.  That 
was  a  bipartisan  effort.  I  was  party  to 
the  bipartisan  construction  of  that 
package.  We  passed  it  in  the  Senate 
and  the  House  agreed  on  it.  but  the 
Reagan  administration  said  they 
would  not  agree.  They  would  not  agree 
to  the  defense  cuts  or  any  small  in- 
creases in  revenues.  We  are  not  talking 
about  across-the-board  small  tax  in- 
creases. So  we  have  not  been  able  to 
go  ahead  and  implement  the  budget 
resolution  that  we  put  together  on  a 
bipartisan  basis  that  would  in  fact 
come  close  to  meeting  the  targets  in 
the  future. 

So  we  are  not  meeting  the  targets. 
We  are  not  meeting  them  today  and 
we  are  not  going  to  meet  them  next 
year.  Virtually  everbody  that  I  have 
talked  to  on  the  Budget  Committee 
will  acknowledge,  at  least  in  private 
conversation,  that  these  so-called  sav- 
ings here  in  this  reconciliation  pack- 
age are  at  least  half  smoke  and  mir- 
rors. Some  people  say  it  is  100-percent 
smoke  and  mirrors.  Some  say  it  is  75 
percent.  I  have  not  found  anybody  yet 
who  says  it  is  any  better  than  half 
smoke  and  mirrors. 

So  we  are  going  through  an  exercise 
here  which  is  totally  pretending  that 
we  are  meeting  the  Gramm-Rudman 
targets  for  next  year  when  in  fact  we 
are  not  meeting  them.  The  proof  of 
that  is  that  we  are  not  meeting  them 
this  year.  I  wish  for  once  I  could  get 
one  of  the  principal  sponsors  of  the 
Gramm-Rudman  legislation  to  talk 
about  the  fact  that  Gramm-Rudman  is 
$58  billion  over  this  year's  target.  For 


the  life  of  me.  we  are  not  able  to  get 
them  to  do  that.  They  do  not  want  to 
talk  about  this  year  because  this  year 
is  the  measure  of  the  fact  that  it  is  not 
working.  What  they  want  to  do  is  to 
move  the  discussion  out  into  the 
future  where  it  cannot  be  measured 
accurately. 

I  predict  what  will  happen  next  year 
at  this  time  is  we  will  have  deficits 
much  higher  than  the  $144  billion 
mandated  in  Gramm-Rudman  and 
they  will  not  want  to  talk  about  that 
at  this  time.  They  will  then  want  to 
talk  about  the  year  that  is  then  a  year 
out  in  the  future.  That  is  where  they 
will  want  to  put  the  focus  of  that  dis- 
cussion at  that  time.  That  is  the  only 
time  you  can  even  maintain  any  plau- 
sibility about  whether  or  not  Gramm- 
Rudman  can  be  made  to  work. 

Gramm-Rudman  is  a  mistake.  It  is 
not  an  answer  to  our  problem.  It  is  a 
detour  around  the  problem.  It  is  not 
working  presently.  It  is  not  going  to 
work  in  the  future.  The  sooner  every- 
body faces  that  fact  and  we  go  back  to 
something  that  is  real,  like  the  biparti- 
san budget  plan  that  we  developed  in 
the  Senate  Budget  Committee 

The  PRESIDING  OFFICER.'  The 
Senators  time  has  expired. 

Mr.  RIEGLE.  I  ask  for  30  additional 
seconds. 

Mr.  CHILES.  I  yield. 

Mr.  RIEGLE.  If  we  can  go  back  to 
something  that  is  authentic  like  the 
budget  package  that  we  put  together 
on  a  bipartisan  basis  in  the  Budget 
Committee,  then  we  have  some  realis- 
tic hope  of  meeting  those  downward 
deficit  targets  in  the  future.  To  do 
that,  we  will  need  the  President.  Don 
Regan,  and  others  in  the  administra- 
tion to  come  along  with  us.  So  far  they 
have  shown  no  indication  to  do  that. 
Those  are  really  the  hard  facts  and 
there  is  no  other  way  they  can  be  de- 
scribed. 

I  yield  the  floor. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  CHILES.  How  much  time  has 
the  Senator  from  Florida  remaining? 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida  has  8  minutes 
remaining  and  the  Senator  from  New 
Mexico  9  minutes. 

Mr.  STAFFORD.  Mr.  President,  as 
the  Senate  considers  S.  2706.  the  Sixth 
Omnibus  Budget  Reconciliation  Act,  I 
wanted  to  make  clear  to  my  colleagues 
that  the  provisions  which  are  now  con- 
tained in  S.  2706  with  regard  to  sav- 
ings in  the  Guaranteed  Student  Loan 
Program,  the  College  Housing  Loan 
Program  and  the  Academic  Facilities 
Loan  Program  are  not  identical  to 
those  which  will  emerge  in  the  eventu- 
al conference  agreement  on  reconcilia- 
tion legislation. 

For  the  last  2  months,  a  conference 
committee  on  the  reauthorization  of 
the  Higher  Education  Act  has  met  at 
great    length    to    produce    legislation 


which  would  improve  the  GSL  Pro- 
gram and  College  Housing  and  Aca- 
demic Facilities  Loan  Programs  while 
at  the  same  time  saving  the  taxpayers 
over  a  billion  dollars  in  these  three 
programs.  The  instructions  contained 
in  the  concurrent  budget  resolution 
for  fiscal  year  1987  require  that  $1,194 
billion  be  saved  in  these  programs. 
Our  final  conference  agreement  on 
the  reauthorization  of  the  Higher 
Education  Act.  S.  1965.  will  include  ad- 
ditional savings  as  well.  S.  1965,  should 
be  considered  by  both  Houses  of  Con- 
gress in  the  next  week. 

If  the  conference  report  of  the 
Higher  Education  Act  is  enacted 
promptly,  the  provisions  on  the  GSL 
and  Higher  Education  Act  Loan  Pro- 
grams will  be  incorporated  by  refer- 
ence in  the  final  conference  report  on 
reconciliation  of  which  S.  2706  will  be 
a  part.  If  the  conference  report  is  not 
enacted,  then  the  relevant  provisions 
in  the  reconciliation  conference  will  be 
modified  to  reflect  the  changes  in  the 
Higher  Education  Act  conference 
report  to  date.  Either  way,  sufficient 
savings  to  comply  with  the  budget  au- 
thorization will  be  obtained. 

Mr.  President,  I  ask  unanimous  con- 
sent that  a  Congressional  Budget 
Office  analysis  of  the  provisions 
agreed  to  in  S.  1965  which  reduce  costs 
in  the  GSL  Program  be  included  in 
the  Record  following  my  statement. 
This  will  give  Members  a  description 
of  the  items  to  be  eventually  included 
in  S.  1965  and  the  reconciliation  con- 
ference report. 

There  being  no  objection,  the  analy- 
sis was  ordered  to  be  printed  in  the 
Record,  as  follows: 
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mont to  retain  this  language  in  the 
reconciliation  conference. 

The  combination  of  these  two  provi- 
sions, the  Higher  Education  Act  con- 
ference report  language  on  the  Guar- 
anteed Student  Loan  Program  and  the 
language  requiring  sale  of  College 
Housing  and  Academic  Facilities 
Loans  now  appear  to  yield  total  sav- 
ings that  slightly  exceed  those  as- 
sumed in  the  budget  resolution  earlier 
this  year.  This  seems  to  me  a  highly 
desirable  outcome  to  the  reconciliation 
conference  and  I  congratulate  the 
Senator  from  Vermont  for  his  efforts 
in  this  regard. 

Mr.  COHEN.  Mr.  President,  I  would 
like  to  be  recognized  on  the  point  of 
order  raised  by  the  distinguished 
chairman  of  the  Judiciary  Committee, 
Senator  Thurmond. 

The  program  fraud  provision  of  the 
reconciliation  bill,  which  I  sponsored 
along  with  Senators  Roth,  Levin,  and 
Chiles,  is  clearly  not  extraneous  to 
the  bill  for  the  following  two  reasons. 

First,  the  program  fraud  provision 
saves  money.  The  Congressional 
Budget  Office  estimates  in  a  July  1986 
letter  that  the  program  fraud  bill 
"would  result  in  a  net  reduction  in  the 
deficit  as  a  result  of  increased  civil 
penalty  collections  and/or  some  de- 
crease in  fraudulent  activity." 

Although  CBO  is  reluctant  to  pro- 
vide a  firm  estimate  on  how  much  the 
bill  would  save— because  of  uncertain- 
ty as  to  the  amount  of  fraud  and  the 
extent  to  which  the  new  remedy  would 
be  used— the  program  fraud  provision, 
nonetheless,  passes  the  extraneous  cri- 
teria set  forth  in  last  year's  reconcilia- 
tion bill. 

Second,  the  program  fraud  provision 
has  always  been  solely  within  the  Gov- 
ernmental Affairs  Committees  juris- 
diction. For  the  past  three  Congresses, 
the  program  fraud  bill  has  been  intro- 
duced and  referred  to  our  committee 
for  consideration. 

In  fact,  the  Judiciary  Committee  has 
never  once  had  jurisdiction  over  any 
of  the  program  fraud  bills,  and  did  not 
even  seek  sequential  referral  of  the 
bill  this  Congress  when  it  was  reported 
from  Governmental  Affairs  last  No- 
vember. 

Nevertheless,  we  have  advance 
notice  from  the  Parliamentarian  that 
Senator  Thurmond's  point  of  order 
against  certain  sections  of  the  pro- 
gram fraud  provision  will  be  upheld. 
This  is  unfortunate  and  contrary  to 
my  understanding  of  how  this  point  of 
order  for  extraneous  material  is  to  be 
interpreted. 

Mr.  ROTH.  I  wholeheartedly  agree 
with  the  senior  Senator  from  Maine 
and,  for  that  reason,  I  move  to  waive 
those  provisions  of  section  20001  of 
Public  Law  99-272  under  which  this, 
point  of  order  was  raised  for  the  pur- 
pose of  preserving  those  sections  of 
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the  program  fraud  provision  subject  to 
such  poirit  of  order. 

As  Senator  Cohen  points  out,  the 
program  fraud  provision  is  solely 
within  the  Governmental  Affairs  Com- 
mittee jurisdiction  and  always  has 
been.  In  fact,  I  sponsored  and  held  ex- 
tensive hearings  on  the  original  pro- 
gram fraud  bills,  S.  1780  in  the  97th 
Congress  and  S.  1566  in  the  98th  Con- 
gress, which  served  as  predecessor  bills 
to  S.  1134  this  Congress  and  the  lan- 
guage subsequently  contained  in  rec- 
onciliation. 

I  would  like  to  emphasize  that  none 
of  the  provisions  contained  in  any  of 
these  program  fraud  bills  was  taken 
from  another  committee's  bill.  The 
provisions  subject  to  the  point  of 
order  have  been  in  each  of  the  Gov- 
ernmental Affairs  Committee's  pro- 
gram fraud  bills  from  the  very  begin- 
ning. 

I,  therefore,  object  to  the  proposed 
use  of  this  point  of  order  and  yield  to 
the  distinguished  chairman  and  rank- 
ing member  of  the  Budget  Committee, 
Senators  Domenici  and  Chiles,  for 
their  interpretation  of  how  section 
20001  was  intended  to  be  construed. 

Mr.  DOMENICI.  Mr.  President,  first 
let  me  say  that  I  believe  that  the  in- 
clusion of  nonbudgetary  provisions  in 
a  reconciliation  bill  is  inconsistent 
with  the  spirit  and  letter  of  the 
Budget  Act  and  damages  the  credibil- 
ity of  the  budget  process.  I  understand 
that  there  is  some  disagreement  as  to 
whether  the  program  fraud  provisions 
reported  by  the  Governmental  Affairs 
Committee  fall  into  this  category. 

The  problem  of  so-called  extraneous 
matters  first  became  a  major  issue  in 
1981  during  Senate  consideration  of 
the  Omnibus  Reconciliation  Act  of 
1981.  Earlier  this  year,  with  the  enact- 
ment of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985 
[COBRA],  a  new  procedure  was  insti- 
tuted for  the  identification  and  elimi- 
nation of  extraneous  material. 

Section  20001  of  COBRA  provides  a 
point  of  order  against  extraneous  ma- 
terial. A  provision  is  considered  extra- 
neous if  it,  first,  produces  no  change  in 
outlays  or  revenues— with  certain  ex- 
ceptions—second, increases  outlays  or 
decreases  revenues,  and  the  committee 
does  not  meet  its  instructions;  third,  is 
within  the  jurisdiction  of  another 
committee;  or  fourth,  produces 
changes  in  outlays  or  revenues  which 
are  "merely  incidental"  to  its  non- 
budgetary  components. 

As  Senator  Cohen  points  out,  the 
Congressional  Budget  Office  has  esti- 
mated that  enactment  of  the  program 
fraud  bill  "would  result  in  a  net  reduc- 
tion in  the  deficit  as  a  result  of  in- 
creased civil  penalty  collections  and/or 
some  decrease  in  fraudulent  activity." 
Therefore,  the  bill  as  a  whole  is  not 
extraneous  from  a  cost  standpoint. 
The  issue  here,  however  is  whether  a 
piece  of  that  bill,  which  if  considered 


alone  would  be  another  committee's 
jurisdiction,  can  be  pointed  to  and  re- 
moved from  the  reconciliation  bill  as 
being  extraneous. 

The  jurisdictional  test  of  section 
20001  is  intended  to  prevent  the 
abuses  we  have  seen  in  the  past  where 
committees  have  included  in  their  sub- 
missions to  the  Budget  Committee 
bills  that  are  clearly  not  within  their 
jurisdiction. 

Now,  I  understand  that  the  Parlia- 
mentarian is  going  to  construe  the  ju- 
risdictional test  in  such  a  way  that  cer- 
tain key  provisions  of  the  program 
fraud  bill  would  be  considered  extra- 
neous and,  therefore,  would  be  strick- 
en. While  this  ruling  may  be  technical- 
ly correct,  it  is  not  necessarily  consist- 
ent with  the  drafters  of  this  language. 

I  will  support  the  motion  offered  by 
the  distinguished  chairman  of  the 
Governmental  Affairs  Committee. 

Mr.  CHILES.  Mr.  President,  I  would 
like  to  second  the  comments  made  by 
the  Senator  from  New  Mexico.  Why,  if 
a  bill  that  saves  money  and  is  in  a 
committee's  own  jurisdiction  isn't  a 
suitable  candidate  for  inclusion  in  rec- 
onciliation, I  don't  know  what  is. 

I  am  a  member  of  the  Governmental 
Affairs  Committee  and  of  the  Over- 
sight Subcommittee  which  considered 
the  program  fraud  bill.  In  fact,  I  am 
proud  to  be  a  cosponsor  of  this  legisla- 
tion. In  hearings  on  this  bill  we  heard 
the  Department  of  Justice  and  the  in- 
spectors general  testify  about  the  mil- 
lions of  dollars  that  is  lost  to  fraud 
each  year  because  we  don't  litigate 
many  fraud  cases  under  $100,000.  The 
program  fraud  bill,  according  to  the 
Justice  Department,  would  save  tens,  if 
not  hundreds  of  millions  of  dollars 
each  year. 

I  feel  that  this  is  not  an  appropriate 
case  for  application  of  section  20001. 
and  I  would  be  happy  to  work  with  in- 
terested Senators,  including  members 
of  the  Governmental  Affairs  Commit- 
tee, on  revisions  to  this  rule  so  that 
this  problem  does  not  arise  in  the 
future. 

Mr.  President,  I  will  support  the 
waiver  motion. 

Mr.  DOMENICI.  Mr.  President,  I 
suggest  the  absence  of  a  quorum  with 
the  time  to  be  charged  equally. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered.  The 
clerk  will  call  the  roll  and  the  time  will 
be  charged  equally  to  both  sides. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

Mr.  CHILES.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  CHILES.  Mr.  President.  I  think 
for  the  Members  we  should  advise 
them  that  we  are  down  to  about  8  min- 
utes on  one  side  and  9  minutes  on  the 
other  side.  Shortly,  we  will  probably 
be  facing  a  vote  on  the  amendment 


that  the  Senators  from  New  Mexico 
and  the  Senator  from  Florida  are  pro- 
posing to  put  before  the  Senate 
amending  the  reconciliation  bill. 

Basically,  what  we  are  saying  is  the 
reconciliation  bill  only  raises  $3.5  bil- 
lion. We  all  know  that  we  are  short  ap- 
proximately $19  billion  with  the  snap- 
shot numbers  that  have  come  out 
from  OMB  and  CBO  showing  our  defi- 
cit of  $163  billion.  So  we  are  $19  billion 
higher  than  the  Gramm-Rudman-Hol- 
lings  total  of  $144  billion.  To  avoid  a 
sequester,  we  have  to  be  under  $154 
billion. 

The  purpose  of  this  amendment  is  to 
put  together  a  package  of  additional 
revenues  and/or  cuts  that  would  total 
a  little  over  $13.2  billion  to  assure  us 
that  we  would  not  have  a  sequester. 

Because  of  parliamentary  problems 
that  we  have,  which  were  germaneness 
provisions  and  other  provisions,  we 
find  ourselves  in  the  situation  where 
we  would  either  have  to  have  unani- 
mous consent  to  offer  the  amendment 
or  we  would  have  to  have  60  votes.  It 
looks  like  there  is  not  unanimous  con- 
sent, that  there  are  people  who  object. 
So  we  will  have  to  have  60  votes. 

I  hope  the  Senate  will  give  us  those 
60  votes,  regardless  of  how  some 
people  feel  about  the  package  itself  or 
parts  of  the  package  itself.  I  want  to 
explain  why. 

I  did  not  think  there  was  anything 
in  the  rules  that  we  put  in  there  under 
the  germaneness  provisions  or  others 
that  was  trying  to  keep  the  committee 
of  principal  jurisdiction,  in  this  in- 
stances the  Budget  Committee,  from 
being  able  to  present  a  matter  before 
this  body  that  would  certainly  be  per- 
tinent to  the  whole  budgetary  problem 
and  give  us  a  chance  to  avoid  a  seques- 
ter, across-the-board  cuts,  that  could 
cut  the  domestic  spending  program 
about  7.6  percent  and  cut  defense  pro- 
grams about  5.6  percent,  and  to  put 
ourselves  into  a  box  where  we  have  to 
have  a  supermajority  or  60  votes  to  oc- 
casion by  accident  more  than  what  the 
germaneness  rule  was  designed  for. 

Nothing  could  be  more  germane  in 
the  process  we  are  in  than  a  package 
of  additional  cuts  in  spending.  Regard- 
less of  how  you  agreed  on  those  or 
not— and  they  all  would  be  subject  to  a 
motion  to  strike  with  51  votes  being 
sufficient— they  are  all  subject  to  a 
motion  to  add.  So  I  think  it  would  be 
sort  of  a  dark  day  for  the  Senate  if  we 
could  not  get  this  package  before  us  if 
we  had  58  votes.  57  votes,  or  51  votes 
and  find  ourselves  in  the  situtation 
where,  by  midnight  tonight,  we  would 
have  to  adopt  the  sequester  or  vote  on 
the  sequester  without  a  chance  to  say 
that  we  had  a  reconciliation  act  that 
would  get  us  within  the  budget.  We 
would  find  ourselves  caught  by  the  se- 
quester rule. 

In  fact.  Gramm-Rudman-Hollings 
provides  for  a  fast  track  reconciliation 
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process  that  would  let  us  do  just  what 
we  have  done.  However,  the  timing  of 
those  provisions  were  not  carefully 
thought  through.  That  is  why  we  are 
moving  here  to  waive  germaneness, 
and  to  waive  the  germaneness  rule  it 
will  occasion  us  to  have  to  have  60 
votes. 

I  again  want  to  reiterate  that  one's 
vote  to  waive  germaneness  I  do  not 
think  locks  one  into  having  to  vote  for 
the  reconciliation  package.  It  certainly 
does  not  lock  him  into  having  to  sup- 
port all  the  provisions  in  here.  It  does 
not  lock  him  in  from  not  being  able  to 
offer  additional  revenue  packages  or 
spending  cuts  if  he  wished  to  do  that. 

D  1648 

I  think  the  Senator  from  New 
Mexico  and  I  have  taken  a  stand  that 
we  will  try  to  help  anyone  who  legiti- 
mately is  trying  to  add  money  to  this 
package  through  the  germaneness 
proposition.  We  will  not  thwart  any- 
body who  is  trying  to  strike  something 
from  this  package  by  seeing  him 
stopped  by  the  provision  of  the  ger- 
maneness itself.  So,  given  the  fact  that 
the  Budget  Committee  has  started 
work  early  this  year  and  has  produced 
a  budget  that,  if  it  had  been  adopted, 
we  would  not  be  here;  that  the  Senate 
itself  produced  a  budget  that,  if  it  had 
been  adopted,  we  would  find  ourselves 
within  about  $2  billion  of  the  target. 

I  hope  the  body  will  allow  us  now  to 
take  up  this  amendment  even  though 
we  are  going  to  have  to  waive  the  ger- 
maneness provisions  and.  therefore, 
will  have  to  seek  a  supermajority  vote 
of  60  votes. 

Mr.  President,  I  yield  the  floor.  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  On 
whose  time?  The  Senator  from  Florida 
has  2  minutes  left,  the  Senator  from 
New  Mexico  has  8  minutes  left.  A 
quorum  has  been  requested.  Does  the 
Senator  request  that  that  time  come 
out  of  both  sides? 

Mr.  CHILES.  Mr.  President,  I  yield 
the  Senator  from  Iowa  5  minutes  off 
the  bill. 

The  PRESIDING  OFFICER.  The 
Senator  is  yielded  5  minutes  off  the 
bill. 

Mr.  HARKIN.  Mr.  President,  there 
have  been  a  lot  of  speeches  about  this 
reconciliation  measure  that  is  before 
us  right  now.  but  I  think  the  most  tell- 
ing comment  of  all  was  made  by  my 
good  friend  and  colleague  from  Ne- 
braska [Mr.  Exon]  when  he  termed  it 
totally  unrealistic.  I  think  Senator 
ExoN  was  right  on  point  when  he  said 
it  was  unrealistic. 

Quite  frankly,  the  reconciliation 
amendment  that  we  have  before  us  is 
nothing  less  than  a  giant  smokescreen 
and  we  are  trying  to  fool  the  American 
people  if  we  really  think  we  are  going 
to  achieve  some  savings  here,  because 
there  are  no  savings  in  this.  It  is  as 
phony  as  a  $3  bill.  As  I  said.  Senator 


ExoN  was  right  on  point  when  he  said 
it  was  not  realistic.  Gramm-Rudman 
was  not  realistic  and  this  is  not  realis- 
tic. All  we  are  doing  is  shifting  a 
bunch  of  money,  using  unrealistic 
numbers. 

For  example,  we  are  shifting  reve- 
nue sharing  one  day.  We  can  shift  rev- 
enue sharing  one  day.  from  October  1 
to  September  30,  and  lo  and  behold, 
we  save  $680  million— just  by  shifting 
it  one  day.  Quite  frankly,  the  effect  of 
it  is  nothing. 

Another  example  is  the  sale  of 
assets.  Sure,  you  get  money  now  but 
you  lose  later.  One-third  of  this  total 
package  is  simply  the  sale  of  assets. 
You  get  a  little  money  now  but  you 
lose  later.  The  Senator  from  Arkansas 
pointed  out,  on  the  sale  of  the  503 
loans  in  the  SBA,  we  are  actually  get- 
ting a  little  money  now  and  losing 
more  money  later  on.  So  that  is  really 
what  we  are  talking  about  here, 
buying  a  little  time  but  not  really 
doing  anything  at  all. 

The  Senator  from  Texas,  one  of  the 
authors  of  the  Gramm-Rudman  bill, 
said  the  purpose  of  Gramm-Rudman 
was  to  discipline  Congress.  What  kind 
of  discipline  do  we  have  here?  We  have 
a  lot  of  yelling  but  no  spanking.  Much 
sound  and  fury,  but  nothing  is  hap- 
pening. There  is  no  discipline  here  at 
all.  It  is  all  smoke  and  mirrors. 

The  real  problem  that  we  have  here 
with  this  reconciliation  amendment,  as 
we  do  with  all  of  Gramm-Rudman,  is 
simply  that  we  are  going  after  the 
wrong  culprit.  I  would  like  to  draw  an 
analogy  with  the  farm  programs.  We 
were  told  last  year  if  all  we  could  do 
was  get  the  price  to  the  farmers  down, 
we  could  get  our  exports  up.  Well, 
they  got  it  half  right:  They  got  the 
prices  to  the  farmers  down  and  the  ex- 
ports have  come  down,  too.  This  is  the 
third  month  in  a  row  that  we  have  im- 
ported more  food  into  our  country 
than  we  have  exported.  What  is  wrong 
with  the  farm  bill  is  that  they  were 
chasing  the  wrong  rabbit.  What  is 
wrong  here  with  this  reconciliation 
package,  as  it  was  with  Gramm- 
Rudman  in  the  beginning,  is  that  they 
are  chasing  the  wrong  rabbit. 

We  have  these  huge  deficits  right 
now  because  of  three  things:  misguid- 
ed monetary  and  fiscal  policies  of  this 
administration  and  the  Federal  Re- 
serve; second,  runaway  military  spend- 
ing; and  third,  a  total  surrender  on 
world  trade,  a  loss  of  our  agricultural 
base  and  a  loss  of  our  manufacturing 
base  because  of  this  surrender  on 
trade. 

If  we  want  to  reduce  the  deficit,  do 
not  go  chasing  the  wrong  rabbit  like 
Gramm-Rudman,  or  like  this  phony 
reconciliation  thing.  Fix  these  three 
things.  You  fix  those  and  then  we  will 
be  on  the  road  to  recovery.  Then  we 
will  have  real  discipline  around  here, 
because  then  we  will  have  the  reve- 
nues necessary  to  balance  with  our 


outlays  and  we  will  be  able  to  invest  in 
the  future  of  this  country. 

The  Gramm-Rudman  bill,  as  I  said, 
was  unrealistic  in  the  begixming  and 
this  reconciliation  package,  with  all  of 
its  phony  numbers,  with  all  of  the  sup- 
posed savings  that  we  are  going  to 
have  that  are  not  savings  at  all,  is 
going  to  dig  us  deeper  in  the  hole.  We 
will  be  back  again  next  year,  as  my  col- 
league from  Iowa  pointed  out,  with  a 
deficit  of  around  $200  billion.  And 
what  will  we  do  then?  Reach  into  the 
future,  grab  some  more  money,  yank  it 
back  again,  and  keep  pushing  it  off, 
time  after  time? 

The  time  has  come  to  face  up  to  the 
reality  that  we  are  losing  our  manu- 
facturing base,  we  are  losing  our  agri- 
cultural base,  our  monetary  and  fiscal 
policies  are  out  of  whack,  we  have  run- 
away military  spending,  and  we  have 
given  up  on"  foreign  trade.  That  is 
where  we  ought  to  attack  the  problem. 
Yet,  like  the  ostrich  sticking  its  head 
in  the  sand,  we  are  about  to  do  the 
same  thing  here:  come  up  with  some 
phony  numbers. 

The  PRESIDING  OFFICER.  The 
Senators  5  minutes  have  expired. 

Mr.  HARKIN.  I  need  2  more  min- 
utes, Mr.  President. 

Mr.  DOMENICI.  Mr.  President.  I 
yield  2  minutes  on  behalf  of  Senator 
Chiles  on  their  side  off  the  bill. 

The  PRESIDING  OFFICER.  The 
Senator  is  yielded  2  minutes  off  the 
bill. 

Mr.  HARKIN.  I  thank  the  Chair. 

We  have  those  phony  numbers  here. 
We  are  trying  to  pull  the  wool  over 
the  eyes  of  the  American  people.  I  do 
not  think  we  ought  to  do  that.  We 
ought  to  defeat  this  reconciliation 
package.  Let  us  go  ahead  and  move 
into  sequestration.  Let  us  go  ahead 
and  see  if  the  people  who  voted  for 
Gramm-Rudman  really  want  to  make 
the  cuts  that  Gramm-Rudman  talked 
about.  There  is  your  discipline. 

But  oh,  no,  we  do  not  want  to  do 
that.  We  do  not  want  to  have  the  full 
force  of  Gramm-Rudman  go  into 
effect.  We  do  not  want  to  cut  defense 
spending  by  $19  billion  and  nonde- 
fense  spending  by  $16  billion  in  au- 
thority. No;  we  do  not  want  that  to 
happen,  because  there  is  an  election 
coming  up.  So  much  for  the  discipline 
of  Gramm-Rudman. 

As  I  say,  it  is  like  a  father  who  yells 
at  his  kids  all  the  time  and  pretty  soon 
the  kids  figure  out  he  is  never  going  to 
spank  them.  So  no  matter  how  he 
yells,  the  kids  are  not  going  to  pay  at- 
tention. 

There  is  only  one  thing  to  do  with 
this  reconciliation  package.  This  is  a 
garbage  can;  this  is  a  reconciliation 
package.  We  ought  to  throw  the  recon- 
ciliation package  in  the  garbage  can, 
because  it  is  not  going  to  work. 

Mr.  President,  I  yield  back  whatever 
time  remains. 
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Mr.  CHILES.  Mr.  President,  how 
much  time  remains? 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida  has  2  minutes  on 
the  amendment  and  1  hour  and  40 
minutes  on  the  bill. 

Mr.  DOMENICI.  Mr.  President,  how- 
much  time  remains  to  me? 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Mexico  has  8  min- 
utes on  the  amendment  and  1  hour 
and  14  minutes  on  the  bill. 

Mr.  DOMENICI.  I  suggest  the  ab- 
sence of  a  quorum  and  ask  unanimous 
consent  that  it  be  charged  equally. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  METZENBAUM.  Mr.  President. 
I  wonder  if  I  may  have  5  minutes  off 
the  bill? 

Mr.  CHILES.  I  yield  5  minutes  off 
the  bill. 

The  PRESIDING  OFFICER.  The 
Senator  from  Ohio  is  yielded  5  min- 
utes on  the  bill. 

Mr.  METZENBAUM.  Mr.  President. 
I  rise  with  some  reservations,  yet  I  feel 
I  cannot  hold  my  chair  and  talk  about 
this  effort  to  meet  the  Gramm- 
Rudman  targets.  I  have  real  reserva- 
tions about  and  voted  against  Gramm- 
Rudman  because  I  did  not  think  it 
would  solve  the  problem.  I  said  then 
and  I  say  now  that  the  only  way  you 
solve  the  problem  is  by  biting  the 
bullet.  But  the  fact  is  that  there  are 
games  being  played  with  this  amend- 
ment. 
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What  we  are  doing  is  selling  some  of 
the  great  assets  this  Nation  owns  and 
saying  that  in  some  way  that  is  going 
to  balance  the  budget.  They  are 
changing  dates  and  throwing  things 
from  one  fiscal  year  into  another 
fiscal  year  and  saying  that  will  balance 
the  budget. 

There  are  those  who  are  standing  on 
the  floor  and  patting  them.selves  on 
the  back  and  saying:  "We  have  gone 
far;  we  have  shown  what  Gramm- 
Rudman  can  do."  and  they  are  self- 
congratulatory.  I  do  not  think  there  is 
any  reason  to  be  so  self-congratulato- 
ry. 

I  think  the  sponsors  call  it  imper- 
fect, but  they  claim  it  will  meet  the 
target.  The  fact  is  that  it  is  a  very  im- 
perfect proposal.  It  does  not  do  that 
which  basically  has  to  be  done  in  order 
to  balance  the  budget.  In  order  to  bal- 
ance the  budget,  you  have  to  look  at 
revenues  and  at  expenditures.  What 
we  are  doing  here  is  using  some  games- 
manship. We  are  pretending  the 
achievement  of  things  and  saying  we 
are  achieving  that  which  is  supposed 
to  be  achieved,  but  it  is  not  being 
done.  It  is  sleight-of-hand.  It  is  so 
much  smoke  that  you  cannot  even  see 
the  mirror,  and  that  is  what  concerns 
me  about  this— what  concerns  me 
about  this  approach  to  meeting  the 
Gramm-Rudman  target. 


We  have  not  done  that  which  we  are 
obligated  to  do.  We  do  not  need 
Gramm-Rudman  to  tell  us  what  we 
ought  to  do.  We  know  what  we  ought 
to  do.  and  that  is.  we  ought  to  move 
forward  and  do  that  which  has  to  be 
done,  and  that  is  to  cut  spending  and 
probably  increase  revenues. 

There  is  some  increase  of  revenues 
in  here,  but  it  is  a  different  kind  of 
revenue.  You  say  it  is  not  a  tax  in- 
crease. Well.  I  suppose  that  is  just  a 
question  of  how  you  figure.  But  when 
it  comes  to  money  and  you  take  more 
money  away  from  people,  whether  you 
call  it  a  tax  increase  or  anything  else, 
it  all  comes  out  the  same  way. 

Then  there  is  the  $2.4  billion  that 
we  are  going  to  pick  up  by  Increasing 
compliance  with  the  Internal  Revenue 
laws.  We  could  do  that  any  day  of  the 
week,  but  that  is  not  what  we  are 
called  upon  to  do  in  order  to  balance 
the  budget. 

What  this  proposal  is  all  about  is 
just  kidding  the  American  people  that 
we  are  achieving  the  objective.  We  all 
know  that  next  year  the  problem  is 
going  to  be  five  times  as  bad.  and  we 
are  not  going  to  achieve  the  objective 
unless  we  do  some  truly  meaningful 
acts.  In  my  opinion,  this  amendment 
does  not  do  that  which  should  be 
done,  and  I  believe  we  are  only  kidding 
the  people  of  this  country  in  telling 
them  that  it  will  do  that. 

Mr.  President,  I  yield  back  the  re- 
mainder of  my  time. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Does  any  Senator  .seek  recognition? 

Mr.  DOMENICI.  Mr.  President,  how 
much  time  remains  on  the  amend- 
ment? 

The  PRESIDING  OFFICER.  Eight 
minutes  to  the  Senator  from  New 
Mexico  and  2  minutes  to  the  Senator 
from  Colorado. 

Mr.  LEVIN.  Mr.  President,  will  the 
Senator  yield  for  a  question? 

Mr,  DOMENICI.  I  yield. 

Mr.  LEVIN.  It  has  been  argued  in 
the  last  few  hours  that  this  amend- 
ment is  unrealistic  and  represents  just 
blue  smoke  and  mirrors.  I  am  wonder 
ing  whether  the  chairman  of  the 
Budget  Committee  or  the  ranking  mi- 
nority member  would  comment  on 
that. 

That  is  an  important  issue  for  a  lot 
of  us,  as  to  whether  or  not  it  is  real 
savings.  Many  of  us  were  disappointed 
that  we  are  using  the  revenues  in  the 
tax  bill  for  tax  cuts  rather  than  deficit 
cuts,  but  that  is  a  different  issue. 

My  question  to  the  chairman  is  this: 
What  is  his  answer  or  comment  to  the 
allegation  and  the  charge  we  have 
heard  repeatedly,  that  this  is  just 
unreal,  blue  smoke  and  mirrors,  and 
that  these  savings  are  not  real  sav- 
ings? 

The  PRESIDING  OFFICER.  Does 
the  Senator  wish  this  time  to  come  off 
the  bill? 


Mr.  DOMENICI.  I  do.  I  ask  unani- 
mous consent  that  it  be  taken  out  of 
my  8  minutes,  until  it  gets  down  to  2 
minutes,  and  then  the  time  would 
come  off  the  bill. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOMENICI.  Perhaps  I  should 
answer  the  Senator  this  way:  Some 
Senators  have  taken  to  the  floor  and 
said  that  these  are  predominantly  one- 
shot  savers— that  is,  1-year  events— 
which  will  cause  the  bookkeeping  of 
the  National  Government  to  reflect  a 
reduction  in  deficits,  the  sum  total  of 
which  is  $13.3  billion,  whether  it  is  on 
the  revenue  side  up  or  the  expenditure 
side  down.  That  is  true.  Many  of  them 
will  not  occur  again.  Consequently  you 
do  not  carry  that  $13.3  billion  off  of 
the  current  account  totals  of  the  Gov- 
ernment and  say  it  will  be  that  much 
less  the  next  year. 

The  Senator  from  Michigan  is  aware 
of  that  better  than  most.  He  has 
worked  hard  on  the  Gramm-Rudman- 
Hollings  amendment  and  is  familiar 
with  its  intricacies,  its  baselines,  and 
all  these  difficult  concepts.  That  state- 
ment is  true.  We  will  have  to  find 
many  of  these  savings  again  next  year, 
as  part  of  the  annual,  periodic  diminu- 
tion in  the  deficit  prescribed  by 
Gramm-Rudman-Hollings. 

If  we  were  right  on  target  and  we 
had  to  get  to  next  years  target,  we 
would  have  to  find  more  than  the  dif- 
ference, because  some  of  these  are 
going  to  be  replaced  by  spending. 

In  a  sense  I  am  not  pleased  with  it.  I 
have  said  over  and  over  on  the  floor 
that  I  would  do  it  differently.  I  work 
for  a  committee;  I  work  for  the 
Senate;  I  work  with  Senators  and  with 
the  President.  When  parameters  are 
set— no  permanent  revenue  increases— 
what  you  get  are  one-shot  revenues.  I 
cannot  help  that.  So  those  statements 
about  nonrecurrence  are  true.  But  I 
can  tell  the  Senator  that,  for  the  pur- 
pose of  reducing  the  deficit,  with  the 
same  degree  of  accuracy  and  certainty 
that  we  are  going  to  reach  the  targets 
that  he  supported  in  Gramm-Rudman- 
Hollings,  these  are  just  as  effective 
and  credible  and  real  as  those  targets 
are,  because  those  targets  would  be 
measured  by  this  kind  of  activity  of 
Government. 

If  you  actually  picked  up  revenues 
because  of  enforcement  but  it  was  not 
going  to  recur,  it  would  be  applied  in 
your  notion  of  Gramm-Rudman-Hol- 
lings as  you  fought  for  it  and  modified 
it  and  helped  amend  it. 

If  you  sold  some  loan  assets  and  got 
money  in  the  Treasury,  you  would 
clearly  mark  that  up  against  the 
target  you  were  fighting  for,  and  you 
would  not  wait  until  the  end  of  the 
year  to  do  it.  You  would  ask  the  Con- 
gressional Budget  Office,  and  it  says 
we  are  going  to  do  it,  and  how  much 
credit  we  get. 
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I  am  telling  you  that  in  every  re- 
spect, that  is  how  we  did  this.  That  is 
not  blue  smoke  and  mirrors.  It  is  real. 

Mr.  LEVIN.  I  thank  the  Senator.  I 
wonder  i<  he  suggests  at  the  end  of  his 
comments  that  the  CBO  has  approved 
this. 

Mr.  DOMENICI.  Up  until  this  morn- 
ing, some  of  the  items  in  this  package 
were  being  modified,  because  they 
were  scrutinizing  them  as  to  whether 
it  was  $200  million  one  year  and  $400 
million  in  another.  The  CBO  has 
agreed  to  this  scoring. 

The  PRESIDING  OFFICER.  (Mr. 
Chafee).  The  Senator  from  Florida. 

Mr.  CHILES.  Mr.  President.  I  think 
the  distinguished  Senator  from  New 
Mexico  has  answered  the  Senator 
from  Michigan,  but  I  want  to  say  that 
I  concur  that  they  are  real  savings. 
CBO  has  said  they  would  score  them, 
and  we  are  operating  off  their  scoring, 
no*  OMB's  scoring  system. 

Mr.  President,  I  do  not  like  asset 
sales. 

Loan  sales  do  not  reduce  the  Federal 
deficit.  They  simply  bring  future  year 
receipts  forward. 

For  every  dollar  of  loan  sales  scored 
as  savings,  the  Treasury  loses  an 
equivalent  dollar  amount  of  revenues 
in  the  form  of  lost  receipts  that  would 
have  occurred  had  the  Government  re- 
tained the  loan  portfolio. 

In  order  to  sell,  deep  discounts  will 
be  necessary  for  almost  all  loans  to  be 
sold.  Therefore,  outyear  revenue  losses 
will  be  greater  than  receipts  from  the 
loan  .sales.  Thus  loan  sales  result  in 
greater  future  deficits. 

Loan  sales  to  reduce  the  deficit  do 
not  reduce  the  Government's  demands 
on  credit  markets.  Loan  sales  simply 
replace  U.S.  Treasury  securities  with 
loans  originated  by  the  United  States 
as  a  means  of  financing  the  deficit. 
The  deficit  is  reduced  only  because  a 
loan  sale  is  treated  as  an  off-setting 
collection  while  a  U.S.  Treasury  secu- 
rity is  treated  in  the  budget  as  a 
means  of  financing. 

Loan  sales  do  not  reduce  the  Federal 
Government's  interest  costs.  Even 
though  the  Government  may  reduce 
its  own  debt  outstanding  by  $1  for 
every  $1  of  loans  liquidated,  the  fact 
that  the  loans  are  sold  at  steep  dis- 
counts means  that  only  a  part  of  the 
Government's  debt  associated  with  the 
loans  will  be  retired. 

If  loans  are  sold  without  a  Federal 
guarantee,  they  are  likely  to  sell  at 
'fire  sell  '  rates.  If,  however,  they  are 
guaranteed,  the  Government  retains 
all  the  associated  risk  and  consequent- 
ly, outyear  revenue  losses  are  in- 
creased. 

If  loans  are  sold  with  a  guarantee, 
this  transaction  becomes  nothing  more 
than  an  inefficient  form  of  Federal 
borrowing  since  the  Government  has 
not  sold  a  loan,  but  rather  has  entered 
an  obligation  to  make  a  series  of  pay- 
ments to  an  investor  that  is  not  de- 


pendent on  the  stream  of  payments  of 
the  underlying  loan  assets.  This  view 
is  consistent  with  CBO  and  OMB 
scorekeeping  as  well  as  with  the  view 
of  the  Financial  Accounting  Standards 
Board. 
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Mr.  DOMENICI.  Mr.  President.  I 
yield  back  any  time  I  have  on  the 
amendment. 

Mr.  CHILES.  Mr.  President,  I  yield 
back  any  time  I  have  left. 

Mr.  DOMENICI.  Mr.  President,  pur- 
suant to  section  904  of  the  Budget  Act, 
I  move  to  waive  section  305(b)(2)  of 
that  act  as  it  relates  to  germaneness. 

The  PRESIDING  OFFICER.  There 
is  1  hour  equally  divided  on  the 
motion. 

Mr.  DOMENICI.  Mr.  President,  I 
yield  back  the  time  I  have. 

Mr.  CHILES.  I  yield  back  the  time  I 
have. 

Mr.  HARKIN.  Mr.  President,  I  ask 
for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

There  is  a  sufficient  second. 

The  yeas  and  nays  were  ordered. 

Mr.  STEVENS.  Mr.  President,  a  par- 
liamentary inquiry. 

The  PRESIDING  OFFICER.  The 
Senator  will  state  it. 

Mr.  STEVENS.  How  many  votes 
does  it  take  to  adopt  this  waiver? 

The  PRESIDING  OFFICER.  Sixty. 

Mr.  DOMENICI.  Mr.  President.  I 
yield  myself  1  minute  off  the  bill. 

Mr.  President,  I  have  been  telling 
Senators  here  on  the  floor  and  as  we 
met  for  the  last  few  days  that  this 
amendment  was  not  germane.  Senator 
Chiles  from  Florida  has  explained 
why.  We  did  not  expect  to  have  this 
job  and  these  rules  and  so  what  we  are 
asking  is  for  SO  Senators  to  waive  this 
section  so  that  we  can  adopt  this 
amendment,  the  amendment  that  Sen- 
ator DoMENici  from  New  Mexico  and 
Senator  Chiles  have  pending.  If  we 
get  the  60  votes,  the  amendment  will 
be  in  order.  We  can  then  adopt  it  if  it 
is  the  will  of  the  Senate  and  go  on 
from  there. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
of  the  Senator  from  New  Mexico. 

On  this  question,  the  yeas  and  nays 
have  been  ordered,  and  the  clerk  will 
call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  and 
the  Senator  from  Arizona  [Mr.  Gold- 
water]  are  necessarily  absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Hawaii  [Mr.  Matsu- 
naga]  is  necessarily  absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber who  desire  to  vote? 

The  result  was  announced— 87  yeas, 
10  na.vs,  as  follows: 


[RoUcall  Vote  No.  268  Leg.l 
YEAS-87 


Abdnor 

Gorton 

Mitchell 

Arm.slrong 

Gramm 

Murkowski 

Baurus 

Grassley 

Sickles 

Benl-sen 

Hatch 

Nunn 

Biden 

Hatfield 

Packwood 

Bingaman 

Hawkins 

Pell 

Boren 

Hecht 

Pressler 

Bosch  witz 

Heflin 

Proxmire 

Broyhill 

Heinz 

Pryor 

Bumpers 

Helm.i 

Quayle 

Byrd 

Hollings 

Rockefeller 

Chafee 

Humphrey 

Roth 

Chiles 

Inouye 

Rudman 

Cochran 

Johnston 

Sarbanes 

Cohen 

Kassebaum 

Sasser 

Cranslon 

Kasten 

Simon 

D'Amalo 

Kennedy 

Simpson 

Dan  forth 

Kerry 

Specter 

DeConcini 

Laulenberg 

Stafford 

Denton 

Laxalt 

Stennis 

Dixon 

Leahy 

Stevens 

Dodd 

Levin 

Symms 

Dole 

Long 

Thurmond 

Domenici 

Lugar 

Trible 

Durenberger 

Mathias 

Wallop 

Eaglelon 

Mattingly 

Warner 

Evans 

McClure 

Weicker 

Ford 

McConnell 

Wilson 

Gore 

Melcher 
NAYS- 10 

Zorinsky 

Andrews 

Glenn 

Moynihan 

BradUy 

Harkin 

Riegle 

Burdi(k 

Hart 

Exon 

Metzenbaum 

NOT  VOTING 

-3 

Gam 

Goldwater 

Matsunaga 

So  the  motion  was  agreed  to. 

D  1736 

Mr.  DOMENICI.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  motion  was  agreed  to. 

Mr.  CHILES.  Mr.  President,  I  move 
to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  DOMENICI.  Mr.  President,  I 
suggest  the  absence  of  a  quorum  with 
the  time  to  be  charged  to  my  side. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

Mr.  DOMENICI.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOMENICI.  Mr.  President,  I 
understand  that  the  Domenici-Chiles 
amendment,  which  is  pending  as  an 
amendment  to  the  reconciliation  bill, 
is  now  germane.  We  have  just  voted  to 
remove  that  impediment. 

But  I  further  understand,  and  ask  if 
my  understanding  is  correct,  that  sub- 
ject to  the  rules  that  apply,  it  is  open 
for  amendment  at  this  point. 

Several  Senators  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Mexico  is  correct. 

Mr.  DOMENICI.  And,  further,  as  a 
parliamentary  inquiry,  amendments 
that  are  in  order,  as  I  stated,  must  be 
germane  to  that  amendment.  Is  that 
correct? 
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The  PRESIDING  OFFICER.  The 
amendments  to  be  germane  must  be 
germane  either  to  the  amendment  or 
to  the  underlying  bill. 

Mr.  DOMENICI.  I  thank  the  Chair. 

Several  Senators  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Alaska. 

AMENDMENT  NO.  2851 

Mr.  STEVENS.  Mr.  President.  I  send 
an  amendment  to  the  desk  and  ask  for 
its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  legislative  clerk  read  as  follows: 

The  Senator  from  Alaska  [Mr.  Stevens) 
proposes  an  amendment  numbered  2851  to 
Domenici  amendment  numbered  2850.  as 
modified. 

Strike  all  from  line  18.  page  18(B)  through 
line  23.  page  18(C). 

Mr.  STEVENS.  Mr.  President.  I  ask 
unanimous  consent  that  the  provision 
I  would  strike  be  printed  in  the 
Record  at  this  point. 

There  being  no  objection,  the  provi- 
sion was  ordered  to  be  printed  in  the 
Record,  as  follows: 

SEC.        IM  REASES  IN  t'ERT.^IN  PENALTIES. 

(a)  Aggregate  Negligence  and  Substan- 
tial Understatement  Penalties  Not  To  Be 
Less  Than  25  Percent.— 

(1)  In  general.— Subchapter  A  of  chapter 
68  of  subtitle  F  (relating  to  additions  to  tax) 
is  amended  by  redesignating  section  6662  as 
section  6663  and  by  inserting  after  section 
6661  the  following  new  section: 

-SEt.  CM2.  .AG(;RE(;.ATE  HENAI.TV  on  CERTAIN  I  N- 
DERPAY  MENTS  N<»T  T«)  BE  LESS  THAN 
2.1  PERC  ENT 

"(a)  General  Rule.— If  there  is  a  ta;<  im- 
posed under  section  6653(a)  or  6661.  or  both, 
on  any  portion  of  the  underpayment  or  un- 
derstatement, then  there  is  hereby  imposed 
a  tax  equal  to  the  excess  (if  any)  of— 

•■(  1 )  25  percent  of  the  amount  of  such  por- 
tion, over 

•■(2)  the  aggregate  amount  of  taxes  im- 
posed under  sections  6653(a)  and  6661  on 
such  portion. 

"(b)  Definitions -For  purposes  of  this 
section,  the  terms  underpayment'  and  un- 
derstatement' have  the  meanings  given  such 
terms  by  section  6653(c)(1)  and  6661(b)(2). 
respectively. " 

(b)  Increase  in  Tax  on  Failure  To  Make 
Deposit  of  Taxes.— Section  6656(a)  (relat- 
ing to  underpayment  of  deposits)  is  amend- 
ed by  striking  out  "5  percent "  and  inserting 
in  lieu  thereof  "10  percent". 

(c)  Conforming  Amendments.— The  table 
of  sections  for  subchapter  A  of  chapter  68 
of  subtitle  P  is  amended  by  striking  out  the 
item  relating  to  section  6662  and  inserting 
in  lieu  thereof  the  following  new  items: 
•Sec.  6662.  Aggregate  penalty  on  certain  un- 
derpayments not  to  be  less 
than  25  percent. 

"Sec.  6663.  Applicable  rules." 

td)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  penalties 
assessed  after  the  date  of  enactment  of  this 
Act. 

Mr.  STEVENS.  This  is  an  amend- 
ment to  strike  the  increased  penalties 
under  the  Internal  Revenue  Code. 

Let  me  state  straightforwardly  that 
I  am  not  a  tax  expert,  but  as  I  under- 


stand this,  as  I  have  studied  it,  what  it 
will  do  is  increase  from  10  percent  the 
penalties  that  are  owed  for  a  negligent 
failure  to  pay  taxes  or  negligent  un- 
derstatement of  income  which  leads  to 
an  underpayment  of  taxes. 

As  I  understand  it,  that  would  apply 
to  a  taxpayer  who,  relying  upon  pro- 
fessional advise,  files  a  return  and  the 
IRS  finds  that  it  is  either  understated 
or  as  a  result  of  a  nondisclosure  of 
income  the  tax 

Mr.  STENNIS.  May  we  have  order  in 
the  Chamber.  Mr.  President? 

The  PRESIDING  OFFICER.  The 
Senator's  request  is  a  fair  one.  There 
is  not  order  in  the  Chamber.  We  will 
not  proceed  until  there  is  order  in  the 
Chamber. 

The  Senator  from  Alaska. 

Mr.  STEVENS.  I  inquired  as  to  the 
explanation  that  had  been  provided  to 
the  committee  for  the  amendment 
that  I  seek  to  strike.  I  just  want  to 
read  it  to  the  Senate  and  that  is  my 
argument. 

The  proposal  would  increase  the  penalties 
paid  by  taxpayers  in  two  areas  in  order  to 
raise  $1.0  billion. 

(a)  The  penalties  for  underpayment  of 
taxes  and  for  negligent  underpayment 
would  be  adjusted  .so  that  the  total  penalty 
assessed  would  equal  at  least  25  percent  of 
the  taxes  owed.  E.g.  If  the  taxpayer  under- 
paid his  taxes  by  $1000.  he  would  normally 
owe  $50  or  $100  in  penalties  depending  on 
the  circumstances.  This  proposal  would  in- 
crease the  penalty  amount. 

It  would  be  either  5  times  the 
amount  of  the  current  penalty  or  2¥z 
times  of  the  penalty. 

(b)  Businesses  make  quarterly  payments 
of  the  withholding  tax  collected  from  em- 
ployees. The  proposal  would  double  the  pen- 
alty for  not  depositing  the  withholding  col- 
lections in  a  timely  fashion. 

Mr.  President.  I  want  to  support  the 
change  in  the  reconciliation  bill,  but  I 
see  no  reason  to  use  this  excuse  to  in- 
crease the  penalties  on  taxpayers  for 
negligence  under  circumstances  as 
they  are  stated  here.  This  is  a  negli- 
gent underpayment.  As  I  said,  the 
result  would  be  to  increase  by  not  less 
than  25  percent.  Meaning  it  would  not 
be  less  than  a  5-times  increase  or  at 
least  2'/2  times  the  increase  under  the 
existing  law.  I  frankly  do  not  think 
this  is  proper  for  the  Treasury  and  the 
Internal  Revenue  Service  to  ask  us  at 
such  a  late  hour  to  make  such  a  signif- 
icant change  in  the  penalties  imposed 
upon  taxpayers  who  find  that  the  IRS 
disagrees  with  them. 

Mr.  DOMENICI  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Mexico. 

Mr.  DOMENICI.  Might  I  ask  my 
friend  from  Alaska,  since  a  number  of 
Senators  are  asking  about  amend- 
ments, and  I  do  not  have  any  control 
over  amendments  other  than  each 
amendment  has  a  prescribed  time, 
how  much  additional  time  did  the  Sen- 


ator from  Alaska  want  to  use  on  the 
amendment? 

Mr.  STEVENS.  Mr.  President,  I  have 
made  my  case. 

Mr.  DOMENICI.  Mr.  President,  I 
thank  the  distinguished  Senator  from 
Alaska. 

I  do  not  see  Senator  Packwood,  the 
chairman  of  the  Finance  Committee, 
here.  He  and  his  staff  helped  with  this 
at  the  encouragement  of  the  Treasury 
Department.  They  suggested  this  to 
us.  That  is  why  it  is  in  this  bill. 

As  I  understand  it,  if  this  amend- 
ment is  adopted,  the  estimated  loss  of 
revenues  to  the  Treasury  will  be  $1  bil- 
lion. So  we  will  have  effectively  re- 
duced our  revenue  estimates  by  $1  bil- 
lion if  we  strike  this.  Instead  of  $12.9 
billion,  we  will  have  $11.9  billion  in  15 
minutes. 

The  proposal,  as  I  understand  it,  is 
aimed  at  the  penalties  and  fines  as  de- 
scribed by  the  Senator  from  Alaska. 
According  to  those  who  calculate  the 
response,  this  does  not  mean  people 
will  be  fined  that  much  more.  It 
means  people  will  be  that  much  more 
careful,  that  much  more  unwilling  to 
deceive  the  Federal  Government  and, 
thus,  we  will  collect  more  money. 

You  have  two  things  happening  out 
there.  One  is  the  enforcement  and  the 
other  is  what  people  think  is  going  to 
happen.  Since  the  fines  and  penalties 
are  low  now,  when  you  raise  them,  the 
behavior  will  be,  "We  better  be  more 
careful,  we  better  be  more  responsive," 
and  you  will  get  more  revenues.  If  I 
had  my  druthers,  I  might  pass  some 
other  tax  bill  or  revenue  bill.  This  was 
recommended  by  the  administration 
and  I  think  we  ought  to  adopt  it. 

I  have  the  greatest  respect  for  my 
friend  from  Alaska  and  concern  about 
this  issue,  but  I  think  we  ought  to  see 
if  it  is  going  to  work.  I  believe  it  will, 
since  the  Treasury  Department  as- 
sumes there  will  be  better  perform- 
ance on  the  part  of  taxpayers,  CPA's, 
and  others,  and,  indeed,  we  will  raise 
more  revenue  to  the  tune  of  $1  billion. 

Mr.  DIXON.  Will  the  manager  yield? 

Mr.  DOMENICI.  I  am  glad  to  yield. 

Mr.  DIXON.  Is  it  not  true  that  these 
penalties  are  imposed  not  for  inadvert- 
ence but  actual  negligence  in  connec- 
tion with  the  filing  of  a  return? 

Mr.  DOMENICI.  The  Senator  is  cor- 
rect. 

Mr.  DIXON.  Is  it  not  true  that  one 
of  the  real  problems  we  have  in  the 
country  now  is  the  difference  between 
the  amount  owed  to  our  Government 
and  the  amount  actually  paid? 

Mr.  DOMENICI.  The  Senator  is 
more  expert  than  I. 

Mr.  DIXON.  I  understand  the  evi- 
dence is  that  the  revenue  that  should 
have  been  collected  from  taxpayers  is 
about  $100  billion  over  the  years.  I 
would  suggest  the  manager  is  exactly 
right.  In  those  cases  where  negligence 
is  not  involved  in  connection  with  the 
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filing  of  a  return,  I  do  not  know  why  a 
taxpayer  ought  to  pay  a  penalty  for 
that.  Certainly,  as  we  look  at  a 
number  of  other  things  in  this  recon- 
ciliation bill  I  would  have  difficulties 
with,  I  certainly  have  no  difficulty  in 
collecting  another  $1  billion  from 
people  who  negligently  file  returns 
that  are  not  accurate. 

Mr.  STEVENS.  Mr.  President,  I  do 
not  want  to  argue  this  too  long  as 
there  are  other  amendments  coming. 
But  I  would  say  to  my  friends  from  Il- 
linois there  are  already  penalties  in- 
volved, and  this  amendment  would  in- 
crease those  from  2'/2  to  5  times  on  a 
minimum  basis.  This  says  the  tax  im- 
posed for  negligence  can  be  not  less 
than  25  percent  on  either  a  negligent 
understatement  or  a  negligent  under- 
payment, notwithstanding  that  it  was 
based  upon  professional  advice,  not- 
withstanding the  fact  that  it  was  pro- 
fessional advice,  that  the  negligence 
was  involved  in  professional  advice  ob- 
tained by  the  taxpayer.  I  think  the 
penalties  under  these  circumstances 
are  sufficient  already. 

But  further  I  say  to  my  friend  from 
Illinois,  the  effective  date  section  says, 
"The  amendments  made  by  this  sec- 
tion shall  apply  to  penalties  assessed 
after  the  date  of  enactment  of  this 
act." 

This  goes  back  5  years  at  least.  I 
might  say  it  might  have  a  salutary 
effect  talking  about  the  future.  But 
this  says  penalties  assessed  after  the 
date  of  this  act.  If  you  assess  them  on 
a  tax  return  filed  in  1981  and  it  is 
under  review,  you  could  well  have  an 
increase  in  the  penalty  if  that  audit  is 
not  complete,  any  one  of  these  things 
stil  open.  There  would  be  no  discretion 
on  the  part  of  the  IRS.  They  could  not 
assess  you  less  than  25  percent  of  the 
amount  that  was  either  understated  or 
underpaid. 

D  1750 

I  think  that  is  wrong  to  do  it  retroac- 
tively in  the  first  place,  but  I  think  it 
is  wrong  to  do  it  in  a  bill  like  this  now. 
Where  was  this  during  the  tax  bill? 
This  is  a  bill  under  emergency  circum- 
stances to  raise  revenues  to  meet  this 
Reconciliation  Act  target. 

I  am  perfectly  willing  to  offer  an 
amendment,  if  there  is  an  order,  to 
impose  an  oil  import  fee:  that  is  a  new 
tax,  a  new  revenue.  But  this  is  increas- 
ing penalties  under  existing  law  with- 
out any  notice  to  anybody,  retroactive- 
ly for  at  least  5  years. 

Mr.  President,  I  just  want  to  vote  for 
this  amendment  to  delete  that.  If  the 
Senate  wants  to  keep  it  in,  they  can  do 
it.  I  yield  back  the  remainder  of  my 
time. 

Mr.  DOMENICI.  Mr.  President.  I  am 
going  to  yield  my  time  in  a  moment. 
We  are  going  to  vote. 

I  am  going  to  read  the  language.  It  is 
"taxes  due  to  an  intentional  or  negli- 
gent disregard  of  rules  or  regulations." 


This  has  been  recommended  by  the 
Department  of  the  Treasury  of  the 
United  States.  I  repeat,  we  will  de- 
crease our  revenue  $1  billion  if  we 
adopt  the  Stevens  amendment. 

I  yield  back  the  remainder  of  my 
time.  I  move  to  lay  the  amendment  of 
the  Senator  from  Alaska  on  the  table. 
I  ask  for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
to  lay  the  amendment  of  the  Senator 
from  Alaska  [Mr.  Stevens]  on  the 
table.  The  yeas  and  nays  have  been  or- 
dered. The  clerk  will  call  the  roll. 

The  bill  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  and 
the  Senator  from  Arizona  [Mr.  Gold- 
water]  are  necessarily  absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Oklahoma  [Mr. 
Boren]  and  the  Senator  from  Hawaii 
[Mr.  Matsunaga]  are  necessarily 
absent. 

The  PRESIDING  OFFICER  (Mr. 
Cochran).  Are  there  any  other  Sena- 
tors in  the  Chamber  desiring  to  vote? 

The  result  was  announced— yeas  77, 
nays  19— as  follows: 

[Rollcall  Vote  No.  269  Leg.] 


YEAS-77 

Andrews 

Glenn 

Moynihan 

Baucus 

Gore 

Nunn 

Bentsen 

Gorton 

Packwood 

Biden 

Gramm 

Pell 

Bingaman 

Grassley 

Pressler 

Boschwitz 

Harkin 

Proxmire 

Broyhill 

Hart 

Pryor 

Bumpers 

Hawkins 

Quayle 
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So  the  motion  to  lay  the  amendment 
on  the  table  (amendment  No.  2851) 
was  agreed  to. 

D  1810 

Mr.  DOMENICI.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 


the  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  HEINZ,  ^r.  President,  I  move  to 
lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

The  PRESIDING  OFFICER.  The 
Senator  from  Indiana. 

AMENDMENT  NO.  2853 

(Purpose:  To  establish  procedures  for  the 
expedited  consideration  by  the  Congress 
of  certain  bills  and  joint  resolutions  sub- 
milted  by  the  President) 

Mr.  QUAYLE.  Mr.  President,  I  send 
an  amendment  to  the  desk  on  behalf 
of  myself.  Senators  Exon.  Nickles, 
Zorinsky,  Humphrey,  Gramm,  and 
Warner  and  ask  for  its  immediate  con- 
sideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  Indiana  [Mr.  Quayle! 
for  himself  and  Mr.  Exon.  Mr.  Nickles,  Mr. 
Zorinsky,  Mr.  Humphrey,  Mr.  Gramm.  and 
Mr.  Warner  proposes  an  amendment  num- 
bered 2853. 

Mr.  QUAYLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  reading  of 
the  amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

At  the  appropriate  place  in  the  text  of  the 
bill  insert  the  following:  (Section)  that  (a) 
the  President  may,  within  3  days  of  the 
time  the  President  approves  any  appropria- 
tion bill,  transmit  to  both  Houses  of  Con- 
gress, one  or  more  special  messages  in  ac- 
cordance with  suljsection  (b)  proposing  to 
rescind  all  or  part  of  any  item  of  appropria- 
tion provided  in  the  appropriation  bill,  such 
special  messages  shall  be  considered  in  ac- 
cordance with  the  provisions  of  this  resolu- 
tion. 

(b)(1)  Each  special  message  transmitted 
under  subsection  (a)  shall  specify,  with  re- 
spect to  each  item  of  appropriation  (or  part 
thereof)  proposed  by  the  message  to  be  re- 
scinded, the  matters  referred  to  in  para- 
graphs (1)  through  (5)  of  section  1012(a)  of 
the  Impoundment  Control  Act  of  1974  (2 
U.S.C.  683(a)). 

(2)  Each  special  message  transmitted 
under  subsection  (a)  shall  be  accompanied 
by  a  ^raft  bill  or  joint  resolution  that 
would,  if  enacted,  rescind  each  item  of  ap- 
propriation (or  part  thereof)  proposed  by 
the  message  to  be  rescinded. 

(c)(1)(A)  On  the  day  on  which  a  special 
message  proposing  to  rescind  an  item  of  ap- 
propriation is  transmitted  to  the  House  of 
Representatives  and  the  Senate  under  sub- 
section (a),  the  draft  bill  or  joint  resolution 
accompanying  such  special  message  shall  be 
introduced  (by  request)  in  the  House  by  the 
majority  leader  of  the  House,  for  himself 
and  the  minority  leader  of  the  House,  or  by 
the  Members  of  the  House  designated  by 
the  majority  leader  and  the  minority  leader 
of  the  House,  and  shall  be  Introduced  (by 
request)  in  the  Senate  by  the  majority 
leader  of  the  Senate,  for  himself  and  the 
minority  leader  of  the  Senate,  or  by  the 
Members  of  the  Senate  designated  by  the 
majority  leader  and  the  minority  leader  of 
the  Senate.  If  either  House  is  not  in  session 
on  the  day  on  which  a  special  message  is 
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traiismillrd.  llii>  draft  bill  or  joint  rosolu 
lion  shall  be  inlroduri'd  in  that  Housf.  as 
pro\idod  in  the  precoding  srnlenre.  on  the 
first  day  tliereafter  on  which  such  House  is 
in  session. 

(B)  A  bill  or  joint  resolution  introduced  in 
the  House  of  Representatives  or  the  Senate 
pursuant  to  subparagraph  (A)  shall  be  re 
ferred  on  the  date  of  introduction  to  the 
Committee  on  Appropriatic.is  of  such 
House.  The  committee  shall  report  the  bill 
or  joint  resolution  without  substantive  revi- 
sion (and  with  or  without  recommendation) 
not  later  than  5  calendar  days  of  continuous 
session  of  the  Congress  after  the  date  on 
which  the  bill  or  joint  resolution  is  intro- 
duced. A  committee  failing  to  report  a  bill 
or  joint  resolution  within  the  5-day  period 
referred  to  in  the  preceding  sentence  shall 
be  automatically  discharged  from  consider- 
ation of  the  bill  or  joml  resolution,  and  the 
bill  or  joint  resolution  shall  be  placed  on  the 
appropriate  calendar. 

(Ci  A  vote  on  final  passage  of  a  bill  or 
joint  resolution  introduced  in  a  House  of 
the  Congress  pursuant  to  subparagraph  (A) 
shall  be  taken  on  or  before  the  close  of  the 
10th  calendar  day  of  continuous  session  of 
the  Congress  after  the  date  of  the  introduc- 
tion of  the  bill  or  joint  resolution  in  such 
House.  If  the  bill  or  joint  resolution  is 
agreed  to.  the  Clerk  of  the  House  of  Repre- 
sentatives (in  the  case  of  a  bill  or  joint  reso- 
lution agreed  to  in  the  Hou.se  of  Repre.sent- 
atives)  or  the  Secretary  of  the  Senate  (in 
the  case  of  a  bill  or  joint  resolution  agreed 
to  in  the  Senate)  shall  cause  the  bill  or  joint 
resolution  to  be  engrossed,  certified,  and 
transmitted  to  the  other  House  of  the  Con- 
gress on  the  .same  calendar  day  on  which 
the  bill  or  joint  resolution  is  agreed  to  by 
such  House. 

(2)  If  prior  to  the  passage  by  one  House  of 
a  bill  or  joint  resolution  introduced  in  that 
House  under  this  section,  that  House  re- 
ceives a  bill  or  joint  resolution  containing 
the  same  provisions  from  the  other  House 
pursuant  to  subparagraph  (C)  of  paragraph 
(1).  then— 

(A)  the  procedure  in  the  House  receiving 
the  bill  or  joint  resolution  with  respect  to 
the  bill  or  joint  resolution  introduced  in 
that  House  shall  l)e  the  same  as  if  the  bill  or 
joint  resolution  had  not  been  received  from 
the  other  House;  but 

(B)  the  vote  on  final  passage  shall  be  on 
the  bill  or  joint  resolution  of  the  other 
House. 

(3)<A)  A  motion  in  the  House  of  Repre- 
sentatives to  proceed  to  the  consideration  of 
a  bill  or  joint  resolution  under  this  section 
shall  be  highly  privileged  and  not  debatable. 
An  amendment  to  the  motion  shall  not  be  in 
order,  nor  shall  it  be  in  order  to  move  to  re- 
consider the  vote  by  which  the  motion  is 
agreed  to  or  disagreed  to. 

(B)  Debate  in  the  House  of  Representa- 
tives on  a  bill  or  joint  resolution  under  this 
section  shall  be  limited  to  not  more  than  4 
hours,  which  shall  be  divided  equally  be- 
tween those  favoring  and  those  opposing 
the  bill  or  joint  resolution.  A  motion  to 
postpone,  made  in  the  Houe  of  Representa- 
tives with  respect  to  the  consideration  of  a 
bill  or  joint  resolution  under  this  section. 
and  a  motion  to  proceed  to  the  consider- 
ation of  other  business,  shall  not  be  in 
order.  A  motion  further  to  limit  debate  shall 
not  be  debatable.  It  shall  not  be  in  order  to 
move  to  table  or  to  recommit  a  bill  or  joint 
resolution  under  this  section  or  to  move  to 
reconsider  the  vote  by  which  the  bill  or 
joint  resolution  is  agreed  to  or  disagreed  to. 

(C)  All  appeals  from  the  decisions  of  the 
Chair   relating   to   the   application   of   the 


Rules  of  the  Hou.se  of  Representatives  to 
the  procedure  relating  to  a  bill  or  joint  reso- 
lution under  this  section  shall  be  decided 
without  debate. 

(D)  Except  to  the  extent  specifically  pro- 
vided in  the  preceding  provisions  of  this 
paragraph,  consideration  of  a  bill  or  joint 
resolution  under  this  .section  shall  be  gov- 
erned by  the  Rules  of  the  House  of  Repre- 
sentatives applicable  to  other  bills  and  joint 
resolutions  in  similar  circumstances. 

<4)(A)  A  motion  in  the  Senate  to  proceed 
to  the  consideration  of  a  bill  or  joint  resolu- 
tion under  this  .section  stiall  be  privileged 
and  not  debatable.  An  amendment  to  the 
motion  shall  not  be  in  order,  nor  shall  it  be 
in  order  to  move  to  reconsider  the  vote  by 
which  the  motion  is  agreed  to  or  disagreed 
to. 

(B)  Debate  in  the  Senate  on  a  bill  or  joint 
re.solution  under  this  section,  and  all  debat- 
able motions  and  appeals  in  connection 
therewith,  shall  be  limited  to  not  more  than 
4  hours.  The  time  shall  be  equally  divided 
between,  and  controlled  by.  the  majority 
leader  and  the  minority  leader  or  their  des- 
ignees. 

(C)  Debate  in  the  Senate  on  any  debatable 
motion  or  appeal  in  connection  with  a  bill  or 
joint  resolution  under  this  section  shall  be 
limited  to  not  more  than  1  hour,  to  be 
equally  divided  between,  and  controlled  by. 
the  mover  and  the  manager  of  the  bill  or 
joint  re.solution.  except  that  in  the  event 
the  manager  of  the  bill  or  joint  resolution  is 
in  favor  of  any  such  motion  or  appeal,  the 
time  in  opposition  thereto,  shall  be  con- 
trolled by  the  minority  leader  or  his  desig- 
nee. Such  leaders,  or  either  of  them.  may. 
from  time  under  their  control  on  the  pas- 
sage of  a  bill  or  joint  resolution,  allot  addi- 
tional time  to  any  Senator  during  the  con- 
sideration of  any  debatable  motion  or 
appeal. 

(D)  A  motion  in  the  Senate  to  further 
limit  debate  on  a  bill  or  joint  resolution 
under  this  section  is  not  debatable.  A 
motion  to  table  or  to  recommit  a  bill  or 
joint  resolution  under  this  section  is  not  in 
order. 

(d)  No  amendment  to  a  bill  or  joint  resolu- 
tion considered  under  this  section  shall  be 
in  order  in  either  the  House  of  Representa- 
tives or  the  Senate.  No  motion  to  suspend 
the  application  of  this  subsection  shall  be  in 
order  in  either  House,  nor  shall  it  be  in 
order  in  either  House  for  the  Presiding  Offi- 
cer to  entertain  a  request  to  suspend  the  ap- 
plication of  this  subsection  by  unanimous 
consent. 

le)  For  purposes  of  this  section— 

(1)  "item  of  appropriation"  means  any  nu- 
merically expressed  amount  of  budget  au- 
thority set  forth  in  an  appropriation  bill: 

(2)  "appropriation  bill"  means  any  general 
or  special  appropriation  bill,  and  any  bill  or 
joint  resolution  making  supplemental,  defi- 
ciency, or  continuing  appropriations; 

(3)  "appropriation  Act"  means  any  appro- 
priation bill  that  has  been  approved  by  the 
President  and  become  law; 

(4)  "budget  authority"  has  the  meaning 
given  to  such  term  in  section  3(2)  of  the 
Congressional  Budget  and  Impoundment 
Control  Act  of  1974  (2  U.S.C.  622(2));  and 

(5)  continuity  of  a  session  of  the  Congress 
shall  be  considered  as  broken  only  by  an  ad- 
journment of  the  Congess  sine  die.  and  the 
days  on  which  either  House  is  not  in  session 
because  of  an  adjuournment  of  more  than  3 
days  to  a  day  certain  shall  be  excluded  in 
the  computation  of  the  5-day  and  10-day  pe- 
riods referred  to  in  subsection  (c)  of  this  sec- 
tion.   If   a  special   message   is   transmitted 


under  this  .section  during  any  Congress  and 
the  last  se.ssion  of  the  Congress  adjourns 
sine  die  before  the  expiration  of  10  calendar 
days  of  continuous  session  (or  a  special  mes- 
.sagp  is  transmitted  after  the  last  .session  of 
the  Congre-ss  adjourns  sine  die),  the  mes- 
sage shall  be  deemed  to  have  been  transmit- 
ted on  the  first  day  of  the  succeeding  Con- 
gress and  the  5-day  and  10-day  periods  re- 
ferred to  in  subsection  (c)  of  this  section 
shall  commence  on  the  day  after  such  first 
day. 

(f)  The  provisions  of  this  section  are  en- 
acted by  the  Congress— 

( 1  >  as  an  exercise  of  the  rulemaking  power 
of  the  House  of  Representatives  and  the 
Senate,  respectively,  and  as  such  they  shall 
be  considered  as  part  of  the  rules  of  each 
Hou.se.  respectively,  or  of  that  House  to 
which  they  specifically  apply  and  such  rules 
shall  supersede  other  rules  only  to  the 
extent  that  they  are  inconsistent  therewith; 
and 

(2)  with  full  recognition  of  the  constitu- 
tional right  of  either  House  to  change  such 
rules  (so  far  as  relating  to  such  House)  at 
anytime,  in  the  same  manner,  and  to  the 
same  extent  as  in  the  case  of  any  other  rule 
of  such  House. 

Mr.  DOMENICI.  Mr.  President,  will 
the  Senator  from  Indiana  yield  for  a 
question? 

Mr.  QUAYLE.  I  yield  for  a  question 
to  the  distinguished  chairman  of  the 
Budget  Committee. 

Mr.  DOMENICI.  Mr.  President,  I 
want  to  inquire  of  the  junior  Senator 
from  Indiana.  I  understand  that  he 
might  be  willing  to  agree  to  a  time 
limit  on  his  amendment.  Does  he  have 
some  amount  of  time  in  mind? 

Mr.  QUAYLE.  I  personally  will  need 
about  10  to  15  minutes.  Senator  Exon 
may  want  5  minutes.  So,  our  side  15  or 
20  minutes  at  max. 

Mr.  DOMENICI.  The  Senator  from 
Indiana  asks  for  20  minutes,  he  says, 
on  his  side. 

Mr.  CHILES.  Mr.  President,  I  would 
hope  they  would  not  take  that  long 
just  for  our  colleagues  because  we 
have  so  many  Senators  who  want  to 
offer  amendments.  If  we  do  not  limit 
Senators  to  about  5  minutes,  in  Very 
short  time  there  will  be  no  time  for 
anyone  on  an  amendment. 

I  will  take  3  minutes  on  this  side  to 
argue  the  other  side  of  it.  I  hope  that 
we  will  not  have  to  have  20  minutes. 

Mr.  EXON.  Five. 

Mr.  CHILES.  If  colleagues  want 
time,  that  is  OK.  Once  time  is  used, 
that  is  it. 

Mr.  QUAYLE.  I  would  say,  Mr. 
President,  I  would  like  to  accommo- 
date the  chairman  and  ranking  minor- 
ity member  and  also  accommodate  the 
colleagues. 

I  am  acutely  aware  we  are  running 
out  of  time. 

This  amendment  should  not  take  a 
long  time  to  explain.  I  do  want  to  have 
it  presented  to  the  Senate  so  there  is 
an  understanding  of  what  the  amend- 
ment is  all  about. 

As  I  said  at  max  it  will  be  10  to  15 
minutes.  The  Senator  from  Nebreiska 
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said  5  minutes.  I  may  not  use  all  20 
minutes.  I  may  only  use  15  minutes. 

Mr.  EXON.  Mr.  President,  will  the 
Senator  yield? 

Mr.  QUAYLE.  I  yield  to  the  Senator 
from  Nebraska. 

Mr.  EXON.  I  would  say  I  think  both 
the  Senator  from  Indiana  and  this 
Senator  wants  to  cut  this  down.  I 
might  suggest  a  compromise  that  we 
simply  agree  that  we  will  not  take 
more  than  20  minutes  on  our  side  and 
possibly  we  can  start  out  with  8  min- 
utes for  the  Senator  from  Indiana. 

I  say  I  want  to  cut  down  the  time. 
Could  I  say  we  proceed  without  wast- 
ing a  lot  of  time  on  discussion  on  this 
and  agree  to  not  more  than  20  minutes 
for  our  side  of  this.  If  the  Senator 
from  Indiana  would  start  off  with 
maybe  8  minutes  I  will  take  5  and 
maybe  less.  Maybe  we  can  finish  up. 
Twenty  minutes  would  be  the  outside. 

Mr.  DOMENICI.  Mr.  President,  I 
ask  unanimous  consent  that  there  be 
no  more  than  20  minutes  for  propo- 
nents and  10  minutes  for  opponents. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  QUAYLE.  Mr.  President,  I  yield 
myself  10  minutes. 

The  PRESIDING  OFFICER.  The 
Senator  from  Indiana  is  recognized. 

Mr.  QUAYLE.  Mr.  President,  this 
amendment  is  a  very  straightforward 
amendment  dealing  with  the  budget 
process  of  rescission. 

This  amendment  is  very  compatible, 
though  technically  not  germane.  It  is 
certainly  compatible  with  reconcilia- 
tion and  certainly  the  budget  process. 

The  current  picture  is  this:  Under 
the  procedure  now  in  the  Budget  Im- 
poundment Control  Act  a  rescission 
that  is  sent  to  Congress  has  to  be 
passed  by  both  the  House  of  Repre- 
sentatives and  the  Senate.  But  the 
problem  is,  Mr.  President,  that  there  is 
no  way  to  get  a  vote  and  to  have  an  ac- 
countability on  the  rescissions  that 
the  President  feels  are  necessary. 

This  is  not  a  line-item  veto.  It  is  not 
even  a  substitute  for  a  line  item  veto. 
But  it  is  a  substitute  for  a  process  that 
was  contemplated  during  the  Budget 
Impoundment  Control  Act  that  needs 
a  little  bit  of  fine  tuning. 

Under  the  Budget  Impoundment 
Control  Act  we  dealt  with  the  deferral 
policy,  a  one-House  veto  which  has  not 
been  stricken  down  as  unconstitution- 
al or  a  question  of  the  constitutional- 
ity because  of  the  Chadha  decision. 

My  amendment,  the  amendment  we 
offer  with  the  Senator  from  Nebraska 
and  others,  says  that  when  the  Presi- 
dent sends  up  a  rescission  there  will  be 
a  mandated  expedited  process  for  a 
vote  on  that  rescission  and  if  in  fact 
both  Houses,  meaning  the  House  of 
Representatives  and  the  Senate,  vote 
by  majority  vote  to  agree  with  the  re- 
scission, then  it  becomes  law. 

If  either  House  lacks  a  majority 
vote,  then  it  does  not  become  law. 


What  we  have  seen  over  the  last 
couple  years  is  that  we  have  had  327 
rescissions  in  the  nature  of  requests 
that  have  been  sent  to  Capitol  Hill,  to- 
talling about  $12  billion. 

How  many  of  those  rescission  mes- 
sages do  you  think  in  the  last  2  years 
we  voted  on?  The  answer  to  that  is 
zero.  There  have  not  been  rescissions 
coming  before  Congress  because  there 
is  no  expedited  process  and  they 
simply  come  up  here  and  they  lay 
somewhere  in  the  committee  struc- 
ture. 

We  all  know  what  the  situation  is 
with  the  deficit  and  the  national  debt. 
We  have  heard  articulate  statements 
by  Senators  on  both  sides  of  the  aisle 
lamenting  the  fact  of  this  huge  Feder- 
al deficit,  the  national  debt,  that  is  ap- 
proaching over  $2  trillion;  the  Federal 
budget  deficit  is  $230  billion. 

I  can  guarantee,  Mr.  President,  that 
this  amendment,  if  in  fact  adopted, 
will  not  only  help  the  budget  process 
but  will  have  a  positive  impact  on  the 
deficit.  There  is  no  doubt  that  this  is  a 
budget  saver,  that  this  will  not  in- 
crease the  budget  deficit.  There  is  ab- 
solutely no  way  that  could  happen. 

I  know  there  are  some  concerns 
about  going  back  into  perhaps  doing 
something  with  the  Budget  Impound- 
ment Control  Act.  But  we  have  had  a 
court  case  that  has  determined  the  de- 
ferral process  of  questionable  constitu- 
tionality. We  do  have  a  budget  deficit 
problem.  We  do  have  a  situation 
where  we  legislated  by  continuing  res- 
olution year  in  and  year  out.  What  we 
have  really  come  to.  Mr.  President,  in 
my  opinion  is  that  we  are  in  fact 
spending  money  in  many  cases  with 
only  a  minority  support. 

And  the  very  essence  of  this  bill  and 
this  amendment  is  that  you  are  going 
to  continue  to  have  the  spending  but 
you  are  going  to  have  a  spending  as- 
suming that  there  is  a  majority  sup- 
port in  both  the  House  of  Representa- 
tives and  the  Senate  for  it. 

But  when  we  lop  everything  in  in  a 
continuing  resolution  or  whatever  it 
may  be,  we  tuck  this  in  here  and  tuck 
that  in  there,  the  President  may  like 
80  percent  of  it  and  20  percent  ?ie  does 
not  like,  we  are  giving  him  the  oppor- 
tunity to  send  that  recission  measure 
back  up  to  the  Hill  within  a  3-day 
period  of  time  and  then  within  10  days 
after  that  Congress  will  have  to  vote 
on  it.  If  they  want  to  spend  the  money 
they  will  spend  the  money.  It  does  not 
take  two-thirds  to  override  it.  It  only 
takes  a  majority  vote,  a  very  simple 
direct  process,  Mr.  President. 

You  could  say  that  this  amendment 
is  in  the  nature  of  a  porkbuster 
amendment  because  I  am  sure  that  is 
exactly  what  the  President  or  any 
President  is  going  to  use  it  for  unnec- 
essary expenditures.  He  is  going  to 
send  it  back  up  to  Congress  and  say 
"Really,  if  you  want  to  spend  it,"  and  I 
would  imagine  that  many  of  the  rescis- 


sion measures  we  would  not  have  any 
idea  what  the  spending  was  in  the  first 
place,  and  all  of  a  sudden  then  we  will 
be  confronted  and  look  at  that  rescis- 
sion measure  and  make  an  intelligent 
judgment.  If  we  want  him  to  spend  it, 
we  say,  "Yes.  spend  it. "  If  we  do  not 
we  say.  "No." 

At  least  you  are  going  to  get  it 
before  Congress  and  going  to  have  an 
opportunity.  Mr.  President,  to  not  just 
have  these  rescissions  kicked  in  the 
waste  can.  You  are  going  to  have  an 
opportunity  to  be  able  to  vote  up  or 
down  on  the  rescission  measures. 

Mr.  President,  this  is  a  necessary 
amendment  to  address.  I  believe,  a 
procedural  problem  that  we  do  have 
with  the  whole  budget  process. 

Rescission  was  put  in  there  for  a 
very  good  means,  rescission  to  give  the 
President  the  opportunity  to  say. 
"Look.  I  do  not  really  want  to  spend 
this  money". 

But  what  happened  in  reality  is, 
though,  resci-ssion  measures  are  just 
basically  and  totally  ignored.  327  in 
the  last  2  years,  and  not  one  of  them. 
Mr.  President,  has  come  before  this 
body  for  a  vote:  $12  billion  of  rescis- 
sion measures  and  yet  not  one  has 
been  taken  up. 

I  think  that  is  a  very,  very  sad  com- 
mentary; and  I  believe  that  the  es- 
sence of  this  amendment  goes  in  the 
direction  that  it  will  have  a  positive 
impact  on  the  budget  deficit.  It  will 
work  to  help  reduce  this  budget  defi- 
cit. It  will  help  to  eradicate  the  prob- 
lem that  we  have  in  not  being  able  to 
address  some  of  these  spending  meas- 
ures. 

So  I  hope  the  full  Senate  under- 
stands the  nature  of  this  amendment. 
The  amendment  is  very  simple  and 
straightforward  dealing  with  increas- 
ing the  rescission  authority  of  the 
process  that  we  presently  have.  It  is  a 
minor  adjustment  to  the  Budget  Con- 
trol Impoundment  Act  that  was  writ- 
ten in  1975  and  1976.  But  it  is  a 
modest  amendment. 

I  think  in  contemporary  times  in  lieu 
of  the  court  decision  with  Chadha,  in 
lieu  of  the  deferral  issue  that  has 
come  before  the  administration  and 
Congress,  as  we  know  right  now  the 
President  and  the  administration  from 
time  to  time  has  opted  for  a  policy 
that  defers,  so  they  now  have  agree- 
ment with  Congress  that  they  are  not 
going  to  do  that  any  more. 

They  can  get  around  it.  They  do  not 
have  to  deal  with  the  policy  deferrals 
any  more.  You  will  have  the  tool  of  re- 
scission in  getting  a  vote  on  that.  We 
could  settle  this  once  and  for  all. 

I  believe  this  goes  in  the  spirit  and 
the  direction  of  budget  reconciliation 
that  tries  to  reduce  the  budget  deficit. 
That  is  a  modest  attempt  to  try  to 
adjust  the  procedure. 

So  often  we  ought  to  and  particular- 
ly this  time  and  this  era  give  as  many 
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powers  as  we  possibly  can  and  as  many 
procedures  that  are  favorable  to  re- 
ducing the  budget  deficit.  So  often  we 
create  procedures  and  processes  and 
things  of  that  sort  that  lend  to  a  bias 
toward  increasing  spending  and  we 
have  seen  that  accommodate  over  the 
past  couple  decades. 

We  have  seen  the  institutional  proc- 
ess work  in  a  bias  in  favor  of  more 
spending.  This  will  work  in  the  oppo- 
site direction.  It  will  work  in  the  oppo- 
site direction.  It  will  work  in  a  direc- 
tion where  the  process  itself  will  be 
biased  against  Federal  spending.  It 
will  institute  a  procedure  that  will  sit 
there  and  have  truth  in  lending  or 
truth  in  reporting  as  far  as  budget 
deficits  are  concerned,  because  the 
President  will  be  able  to  send  these 
messages  up  to  Congress  and  say.  "I 
don't  want  to  spend  this  money  "  and 
Congress  is  going  to  have  to  make  that 
decision  whether  they  want  to  spend  it 
or  they  do  not  want  to  spend  it. 

Right  now  I  dare  say  we  do.  in  fact, 
have  a  situation  where  you  have  a  mi- 
nority forcing  spending  and  this 
simply  says  if  you  are  going  to  spend  it 
let  us  at  least  get  a  majority  vote. 

That  is  what  this  amendment  calls 
for. 

Mr.  P»resident.  I  reserve  the  remain- 
der of  my  time. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  QUAYLE.  Mr.  President,  I  yield 
5  minutes  to  the  Senator  from  Nebras- 
ka. 

The  PRESIDING  OFFICER.  The 
Senator  from  Nebraska  is  recognized 
for  5  minutes. 

Mr.  EXON.  Mr.  President.  I  thank 
my  colleague  and  I  thank  the  Chair. 

Mr.  President,  I  am  pleased  to  join 
my  good  friend  from  Indiana  in  offer- 
ing an  innovative  proposal  which  has 
come  to  be  called  the  "pork  buster" 
amendment.  Since  we  are  here  wres- 
tling with  the  tremendous  deficit 
problem  and  the  necessity  to  cut  ex- 
penditures of  Government,  there 
could  not  be  anything  that  is  more 
timely  or  more  necessary  than  this 
amendment.  Our  amendment  im- 
proves the  Presidential  rescission  au- 
thority and  puts  the  brakes  on  waste- 
ful Federal  spending. 

The  amendment  is  simple.  Under 
our  legislation,  once  the  President 
signs  an  appropriations  bill,  he  must, 
Mr.  President,  in  3  days,  send  the  Con- 
gress his  line-item  rescissions.  The  Ap- 
propriations Committees  then  have  5 
days  to  consider  the  request:  deter- 
mine if  the  President  complied  with 
the  act;  and  make  their  recommenda- 
tion to  the  full  Congress.  At  the  end  of 
those  5  days,  the  rescission  request  is 
reported  to  each  House  of  Congress. 
Three  days  after  the  request  has  been 
on  the  calendar,  any  Member  can  re- 
quest that  it  be  called  up  for  consider- 
ation. The  rescission  request   is  una- 


mendable  and  debate  is  limited  to  4 
hours. 

This  procedure  guarantees  an  up  or 
down  vote  on  Presidential  line-item  re- 
scission requests  within  10  days. 

This  body  has  voted  for  appropria- 
tions bills  containing  unwise  or  waste- 
ful spending  provisions,  and  we  all 
know  it.  Many  of  these  provisions, 
popularly  referred  to  as  pork,  would 
not  garner  sufficient  congressional  or 
Presidential  support  if  forced  to  stand 
alone. 

The  old-fashioned  pork  barrel  poli- 
tics have  frustrated  the  efforts  of 
those  of  us  who  are  seriously  interest- 
ed in  reducing  Federal  deficits. 

The  Quayle-Exon  amendment  would 
simply  allow  the  President  to  send 
pork  barrel  legislation  back  to  the 
Congress  for  additional  review.  Howev- 
er, unlike  the  line-item  veto,  the  out- 
come is  not  prejudged.  The  President's 
request  can  be  rejected  with  a  simple 
majority.  If  no  Member  calls  for  a  vote 
on  a  line-item  rescission  within  10 
days,  the  privileged  nature  of  the  re- 
scission request  is  extinguished. 

Mr.  President,  the  existing  rescission 
authority  in  the  Budget  Act  has  been 
of  little  use  in  reducing  the  deficit.  Of 
the  227  rescission  requests  the  Presi- 
dent has  sent  to  the  Congress  in  the 
last  3  years,  not  one  has  received  a 
Senate  vote. 

The  Quayle-Exon  proposal  is  differ- 
ent from  existing  rescission  authority 
in  two  key  ways.  It  offers  an  expedited 
procedure  and  it  requires  congression- 
al and  Presidential  accountability. 

As  we  all  know,  the  Congress  fre- 
quently sends  the  President  "Christ- 
mas tree"  appropriations  bills  often 
under  difficult  time  restraints.  The 
Quayle-Exon  amendment  simply 
allows  the  President  to  temporarily 
remove  a  few  "ornaments'"  from  the 
"Christmas  tree  "  and  ask  the  Congre.ss 
if  it  really  believes  that  the  American 
people  can  afford  a  particular  piece  of 
tinsel. 

In  this  era  of  $220  billion  deficits 
and  accumulated  national  debts  which 
exceed  $2  trillion,  the  American  tax- 
payer can  no  longer  afford  pork  barrel 
politics.  I  urge  the  adoption  of  this 
amendment. 

Mr.  President,  I  reserve  the  remain- 
der of  my  time. 

The  PRESIDING  OFFICER.  Who 
yields  time?  Time  is  controlled  on  one 
side  by  the  Senator  from  New  Mexico 
and  on  the  other  side  by  the  Senator 
from  Indiana. 

Mr.  DOMENICI.  Mr.  President,  how- 
much  time  does  the  Senator  from  In- 
diana have  remaining? 

The  PRESIDING  OFFICER.  The 
Senator  from  Indiana  has  8  minutes 
remaining. 

Mr.  DOMENICI.  How  much  time 
does  the  Senator  from  Florida  desire 
at  this  time? 

Mr.  CHILES.  I  desire  about  2  min- 
utes. 


Mr.  DOMENICI.  I  yield  2  minutes  to 
the  Senator  from  Florida. 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida  is  recognized. 

Mr.  CHILES.  Mr.  President,  I  am 
going  to  be  very  brief  on  this.  I  know 
that  so  many  Senators  have  amend- 
ments and  we  are  running  out  of  time. 

I  would  say  that  this  is  the  prime 
reason  we  have  the  Byrd  amendment, 
and  I  am  going  to  raise  a  point  of 
order  on  this  so  that  it  will  take  60 
votes.  This  is  a  major  piece  of  legisla- 
tion. 

We  spend  an  awful  lot  of  time  on 
this  floor  talking  about  line-term 
vetoes  and  talking  about  amendments 
to  the  debt  ceiling.  And  here  on  this 
piece  of  legislation  we  are  going  to  put 
a  major,  major  change  on  here  and 
just  run  it  through  on  that  kind  of 
basis.  That  is  not  what  the  Reconcilia- 
tion Act  was  all  about. 

We  debated  for  hours  and  hours, 
when  we  were  in  the  Budget  Commit- 
tee—no, not  the  Budget  Committee, 
the  Committee  on  Budget  Affairs— 
what  the  Budget  Act  would  look  like, 
how  a  rescission  would  be  handled, 
how  an  impoundment  would  be  han- 
dled, what  the  different  authority 
would  be.  We  have  been  through  the 
Nixon  era  of  seeing  the  kind  of  im- 
poundments that  we  had  and  we  were 
not  able  to  do  anything. 

Now  we  are  going  to  come  out  here 
on  a  reconciliation  bill  and  make  a 
major  change  like  this.  There  is  no 
way  the  body  should  adopt  this.  This 
is  why  we  have  the  germaneness 
amendment,  the  Byrd  amendment. 
This  certainly  ought  to  be  turned 
down.  We  should  not  be  discussing  the 
merits  now. 

What  committee  should  this  be  dis- 
cussed in?  Three  or  four— Government 
Affairs;  it  ought  to  be  discussed  in  the 
Budget  Committee.  We  are  talking 
about  whether  we  are  going  to  change 
the  Budget  Act  or  not.  This  is  a  major, 
major  change  and  it  should  not  be 
here. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  QUAYLE.  I  yield  myself  3  min- 
utes. 

The  PRESIDING  OFFICER.  The 
Senator  is  recognized  for  3  minutes. 

Mr.  QUAYLE.  Mr.  President,  I 
might  point  out,  we  just  waived  the 
germaneness  rule  on  a  previous 
amendment  that  was  far  more  compre- 
hensive than  this  amendment,  10 
times  more  comprehensive.  So  I  do  not 
believe  that  this  body  should  be  reluc- 
tant to  waive  the  germaneness  rule  on 
this  amendment  that  does  something 
in  a  very  modest  way. 

We  have  debated  time  and  again  the 
procedure  in  the  budget  process 
around  here.  Many  of  us  have  tried  to 
institutionalize  serious  reforms.  We 
have  not  gotten  very  far.  We  get  a 
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hearing  every  once  in  a  while,  but  we 
have  not  gotten  very  far. 

So,  therefore,  we  are  relegated  to  ve- 
hicles like  this.  This  is  a  vehicle  and  it 
is  certainly  compatible  and  in  the 
spirit  of  budget  reconciliation,  because 
this  amendment,  Mr.  President,  will 
save  the  taxpayers  money.  This 
amendment  will  have  a  positive  impact 
on  reducing  the  budget  deficit. 

Now,  here  is  the  conclusion  and  the 
result  of  adopting  this  amendment:  In 
order  for  this  proposal  to  be  enacted, 
or  when  this  proposal  would  be  en- 
acted, what  we  are  saying  is  that  the 
President  and  a  majority  of  both 
Houses  of  Congress  must  agree  to 
spend  the  money.  Wow.  That  is  really 
a  very  serious  change  in  the  way  we  do 
things. 

Let  me  repeat  that.  This  amendment 
will  require  the  President  and  a  major- 
ity of  the  Senate  and  a  majority  of  the 
House  of  Representatives  to  agree  to 
spend  money. 

Now,  I  would  imagine  a  lot  of  people 
will  say:  "Well,  shouldn't  that  be  the 
process?"  And  I  would  say,  "Yes.  " 

But,  unfortunately,  the  way  that  we 
do  things  around  here  in  such  a  hur- 
ried-up  fashion,  the  rescission  measure 
has  absolutely  no  bearing  in  fact. 
Those  measures  are  simply  discarded 
once  they  come  here. 

The  only  thing  we  are  doing  is  to 
guarantee  a  right,  mandate  a  vote  on 
this.  So  I  do  not  think  it  is  too  much 
to  ask  this  body  to  do  when  they 
spend  the  taxpayers'  money.  And  they 
ought  to  think  about  this  when  they 
are  voting.  When  they  are  spending 
the  money  of  John  Jones  and  Susie 
Smith  out  there,  a  majority  of  the 
House  and  a  majority  of  the  Senate 
and  the  President  ought  to  agree  upon 
that.  Now,  that  is  not  too  much,  in  my 
opinion,  to  ask  this  body  to  agree  upon 
tonight. 

I  yield  such  time  as  the  Senator 
from  Nebraska  desires. 

Mr.  EXON.  Mr.  President,  how 
much  time  remains  on  this  side? 

The  PRESIDING  OFFICER.  The 
proponents  of  the  amendment  have  5 
minutes  and  10  seconds  remaining. 

Mr.  EXON.  Mr.  President,  I  thank 
my  friend  for  yielding.  I  agree  with  ev- 
erything he  said. 

I  am  quite  surprised  at  the  attitude 
of  the  Senator  form  Florida  on  this 
measure.  Gramm-Rudman.  which  is 
what  this  is  all  about,  never  went  to  a 
committee  and  was  never  considered 
by  any  committee.  Did  anyone  in  the 
United  States  think  that  was  not  a 
major  piece  of  legislation? 

This  is  not  a  major  piece  of  legisla- 
tion. All  this  is  doing  is  fine-tuning  a 
piece  of  legislation  that  we  already 
have  on  the  books. 

The  President  already  has,  Mr. 
President— and  every  person  in  the 
Senate  that  is  going  to  vote  on  this 
should  understand— the  President  al- 
ready has  the  authority  to  send  back 


pork  barrel  items  for  rescission.  The 
problem  with  that  bill  is  that  it  does 
not  require  us  to  vote  up  or  down. 

All  that  the  Quayle-Exon  amend- 
ment does— and  I  suspect  it  would  not 
need  a  lot  of  study.  I  think  that  is  not 
a  decent  argument  against  this  at  all. 
All  that  we  are  saying  is  that  when  the 
President  sends  back  a  rescission, 
under  the  Quayle-Exon  amendment, 
we  have  to  vote  up  or  down  on  it.  And, 
by  a  simple  majority,  it  can  go  either 
way. 

I  reserve  the  remainder  of  our  time. 

Mr.  HATFIELD.  Mr.  President,  will 
the  Senator  yield? 

Mr.  DOMENICI.  I  yield  3  minutes  to 
the  distinguished  chairman  of  the  Ap- 
propriations Committee. 

The  PRESIDING  OFFICER.  The 
Senator  from  Oregon  is  recognized. 

Mr.  HATFIELD.  Mr.  President,  I  am 
concerned  that  we  put  this  whole 
matter  into  context.  We  went  through 
an  impoundment  piece  of  legislation 
that  brought  forth  all  kinds  of  diffi- 
culty between  the  executive  branch 
and  the  legislative  branch  when  Presi- 
dent Nixon  was  the  President.  Out  of 
all  of  that  background  evolved  the  re- 
scission process  that  we  now  have  in 
place. 

The  Senator  from  Indiana  bemoans 
the  fact  that  there  has  been  $14  bil- 
lion of  rescission  sent  up  here.  I  would 
like  to  ask  the  Senator  from  Indiana, 
has  the  Senator  from  Indiana:  ever 
used  the  procedure  to  bring  that 
matter  to  the  floor?.  There  is  in  place 
today  a  procedure  that  any  Senator— 
the  Senator  from  Nebraska,  if  he  sees 
a  pork  barrel  rescission;  and  let  me 
inform  the  Senator  from  Nebraska, 
those  rescissions  involve  nutrition  and 
involve  human  need  programs.  They 
involve  certainly  not  water  projects  of 
the  West,  which  is  so  prone  to  be  iden- 
tified as  pork  barrel  projects. 

Those  $14  billion,  we  have  appropri- 
ated that  many  dollars  in  the  water 
projects  that  are  called  pork  barrel. 

Let  us  bear  in  mind  that  this  admin- 
istration has  a  very  low  priority  on 
some  of  the  issues  and  programs  that 
this  Senate  has  a  very  high  priority 
on.  And  so  to  say  that  somehow  this  is 
a  place  where  it  dead-ends  in  the  Ap- 
propriations Committee  is  not  true. 

Any  Senator  can  submit  a  resolution 
to  support  a  rescission.  And  the 
Senate  Appropriations  Committee,  if 
it  fails  to  act  on  that  resolution,  is  dis- 
charged in  25  days  and  it  comes  direct- 
ly to  the  calendar.  You  have  that  pro- 
cedure in  place  now. 

If  we  are  going  to  move  beyond  that 
impoundment  history  and  rescission 
history,  let  us  move  it  in  a  policy 
manner  with  an  authorizing  commit- 
tee and  some  hearings  and  judge  this 
kind  of  imbalance  we  are  going  to 
create  between  the  executive  and  leg- 
islative branches  of  government.  This 
is  not  the  place  to  do  it.  I  am  willing  to 
go  and  debate  the  issue  at  any  time  on 


the  whole  action  of  rescission  and  the 
action  between  the  House  and  the 
Senate  and  the  executive  branch.  But 
this  is  not  the  place  to  do  it  at  this 
hour  of  night. 

I  am  very  hopeful  that  the  Senate 
will  turn  it  down. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  DOMENICI.  Mr.  President,  how 
much  time  do  I  have  remaining? 

The  PRESIDING  OFFICER.  The 
Senator  has  6  minutes  remaining. 

Mr.  DOMENICI.  I  just  want  to  yield 
myself  1  minute  and  I  want  to  say 
something  to  the  Senator  from  Indi- 
ana. 

I  want  to  say  to  Senator  Quayle, 
you  said  something  in  your  argument 
that  since  the  Senate  waived  the  ger- 
maneness rule  on  the  major  amend- 
ment, the  Domenici-Chiles  amend- 
ment, that  they  ought  to  waive  it  on 
this.  I  was  not  going  to  say  very  much, 
but  I  do  not  think  that  is  a  fair  state- 
ment. I  think  this  waiver  that  you  are 
seeking  of  the  germaneness  really 
ought  to  address  the  issue  of  whether 
you  want  to  put  a  form  of  the  rescis- 
sion law  of  the  land  on  reconciliation. 

Yes;  this  point  of  how  many  dollars, 
how  many  provisions  the  amendment; 
of  Domenici-Chiles  which  we  waived 
germaneness  on  by  80-some  votes,  all 
of  those  are  either  tax  reform,  reve- 
nue raisers,  or  cut  the  budget.  This  is 
the  substantive  law  of  the  country.  I 
wanted  to  distinguish  it  for  you. 

Mr.  QUAYLE.  Will  the  Senator 
yield? 

Mr.  DOMENICI.  I  yield  the  floor. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  QUAYLE.  How  much  time  have 
I  remaining? 

The  PRESIDING  OFFICER.  Three 
minutes  and  42  seconds. 

Mr.  QUAYLE.  I  yield  myself  such 
time  as  I  may  consume. 

Let  me  address  the  points  of  the 
Senator  from  New  Mexico.  What  I  was 
responding  to  was  the  assertion  of  the 
Senator  from  Florida  that  this  was  too 
major  an  issue  to  waive  germaneness.  I 
said  if  that  is  the  case,  we  just  waived 
germaneness  on  a  more  major  issue 
than  in  this  particular  amendment. 
That  was  the  point  of  reference  which 
the  Senator  from  Indiana  made. 

The  Senator  from  Oregon,  the  chair- 
man of  the  Appropriations  Committee, 
points  out  this  discharge  procedure 
that  is  available.  He  is  absolutely  cor- 
rect: that  is  available.  I  believe  that  it 
certainly  goes  to  prove  my  point.  We 
do  not  discharge  committees  around 
here,  even  though  it  is  available,  and 
we  do  not  bring  rescission  measures 
before  the  Senate,  either.  Therefore.  I 
think  that  the  present  rescission  proc- 
ess is  fundamentally  flawed,  that  it 
needs  to  be  improved  upon.  Again,  the 
only  thing  that  I  am  asking  this 
Senate  to  go  along  with  is  to  agree 


24850 


CONGRESSIONAL  RECORD— SENATE 


September  19,  1986 


with  the  principle  that  the  President 
of  the  United  States  and  a  majority  of 
the  House  and  a  majority  of  the 
Senate  must  agree  on  spending  money 
of  the  American  taxpayers.  That  is 
what  we  are  asking.  That  is  all  this 
amendment  does.  I  dare  say  that  we 
do  need  to  improve  upon  the  rescission 
process.  It  has  not  worked,  it  is 
broken,  and  it  needs  to  be  fixed. 

I  yield  the  remainder  of  my  time  to 
the  Senator  from  Nebraska. 

Mr.  EXON.  Mr.  President,  let  me  be 
brief.  I  appreciate  the  remarks  of  the 
distinguished  chairman  of  the  Appro- 
priations Committee.  What  this 
amendment  of  ours  does  is  to  stream- 
line that  procedure,  to  speed  it  up. 

Under  the  present  procedure,  there 
are  all  kinds  of  ways  that  that  Presi- 
dential rescission  can  be  pigeonholed 
somewhere  along  the  line  so  that  the 
whole  body  never  gets  to  vote  on  it. 

The  Quayle-Exon  amendment 
simply  says  that  we  are  going  to  vote 
up  or  down,  for  or  against  it,  and  if  we 
want  to  by  majority  vote  pass  it,  then 
it  stands. 

This  is  a  streamlining  measure.  It 
does  not  make  any  direct  major 
change  in  the  process  that  we  have 
now  except  it  forces  us  to  take  a  stand 
on  every  rescission  that  the  President 
makes. 

I  yield  the  remainder  of  my  time 
back  to  the  Senator  from  Indiana. 

Mr.  CHAFEE.  Will  the  Senator  yield 
for  a  question? 

Mr.  QUAYLE.  I  am  glad  to  yield  for 
a  question. 

Mr.  CHAFEE.  As  I  understand  the 
present  system,  when  a  rescission 
order  comes  up,  it  goes  to  the  Appro- 
priations Committee.  If  a  Senator  asks 
for  a  vote  on  that,  the  Appropriations 
Committee  is  discharged  from  that  in 
5  days.  It  then  comes  to  the  calendar. 
They  you  have  to  go  through  the  pro- 
cedure of  calling  it  up  from  the  calen- 
dar. In  other  words,  you  have  to  pro- 
ceed by  motion  to  get  it  off  the  calen- 
dar. 

What  your  procedure  would  do 
would  say  that  every  rescission  order 
would  automatically  come  before  us 
for  a  vote  in  5  days. 

Mr.  QUAYLE.  Ten  days. 

Mr.  CHAFEE.  So  we  are  liable  to  be 
having  a  host  of  rescission  orders  flow 
through  here,  are  we  not? 

Mr.  QUAYLE.  No.  I  think  what 
would  happen  is  that  the  President  on 
each  appropriations  bill  would  have 
maybe  one  or  two  and  we  could  limit 
that,  if  that  is  a  concern  of  the  Sena- 
tor from  Rhode  Island. 

The  PRESIDING  OFFICER.  The 
time  has  expired. 

Mr.  QUAYLE.  I  move  to  waive  the 
germaneness  rule  under  section  305 
pursuant  to  section  904  and  ask  for 
the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 


Mr.  DOMENICI.  A  parliamentary 
inquiry,  Mr.  President.  I  do  not  believe 
I  yielded  back  my  time. 

The  PRESIDING  OFFICER.  The 
Senator  is  correct,  he  has  not  yielded 
back  his  time.  The  motion  is  prema- 
ture. 

The  Senator  from  New  Mexico. 

•Mr.  DOMENICI.  I  believe  it  is  pre- 
mature and  I  make  a  point  of  order 
against  his  motion. 

The  PRESIDING  OFFICER.  If  the 
Senator  seeks  recognition,  he  will  be 
recognized.  He  has  time  remaining. 

The  Senator  from  New  Mexico. 

Mr.  DOMENICI.  Let  me  say  to  my 
friend  from  Indiana  I  wonder  if  you 
really  think  that  the  Senate  ought  to 
adopt  this  amendment.  I  think  we 
might  have  400  or  500  rescission  votes. 
You  can  talk  on  my  time  for  a  minute. 
How  are  we  going  to  do  that?  If  the 
President  takes  a  bill  and  goes 
through  it  and  picks  out  the  pieces 
and  sends  them  over  here,  it  is  auto- 
matic. As  I  understand,  every  time 
that  happens  you  will  have  a  vote. 

Mr.  QUAYLE.  If  the  Senator  will 
yield,  the  President  would  have  the 
authority  to  put  it  into  one  package, 
as  many  rescission  proposals  as  he 
wanted  to,  so  far  as  line  items.  He 
could  have  just  one  per  each  appro- 
priations bill.  If  he  wants  to  have  two, 
he  could  have  two.  As  I  said,  if  that  is 
a  concern  to  the  Senator  from  New 
Mexico,  I  would  be  happy  to  entertain 
my  kind  of  modification  that  would 
limit  the  number  of  rescissions.  I  do 
not  believe  that  is  the  major  problem. 
We  looked  at  it.  We  do  not  have  the 
limitation  in  there.  But  neither  do  we 
have  a  limitation  that  each  rescission 
is  by  line  item.  He  can  put  all  sorts  of 
line  items  in  one  rescission  measure 
and,  therefore,  we  would  not  spend  all 
our  time  voting.  I  do  not  want  that  to 
happen,  either. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Mexico  has  the 
floor. 

Mr.  DOMENICI.  Does  the  Senator 
want  to  speak  in  opposition? 

Mr.  BYRD.  Yes. 

Mr.  DOMENICI.  I  yield  the  remain- 
der of  my  time  to  the  distinguished 
minority  leader  in  opposition  to  the 
amendment. 

Mr.  BYRD.  How  much  time  re- 
mains? 

The  PRESIDING  OFFICER.  Two 
minutes  and  25  seconds. 

Mr.  BYRD.  Mr.  President,  this  is  a 
back-door  way  of  getting  a  line  item 
veto  and  it  is  worse  than  a  line  item 
veto.  I  say  that  with  all  respect  to  the 
authors  of  the  amendment. 

The  President  will  send  up  a  rescis- 
sion. He  may  line  100  items  in  it,  he 
may  put  200  items  in  it.  he  may  in- 
clude items  that  are  vitally  important 
to  the  State  of  Louisiana,  to  the  State 
of  Maryland,  the  State  of  Nevada,  the 
State  of  Nebraska,  or  West  Virginia, 
items  that  are  important  to  a  Mem- 


ber's State,  items  that  in  that  Mem- 
ber's judgment  are  very  critical:  yet 
who  may,  for  one  reason  or  another, 
feel  compelled  to  vote  for  the  rescis- 
sion. 

Let  us  say  the  President  may  say  to 
Senator  Byrd,  'Senator  Byrd.  I  want 
your  vote  on  the  MX.  How  do  you 
stand?" 

■'Well,  Mr.  President.  I  will  not  vote 
for  the  MX.  " 

He  may  say.  ■Well,  Senator  Byrd.  I 
am  going  to  be  sending  up  a  rescission 
measure  in  a  few  days  and  in  that  re- 
scission measure  I  am  going  to  put 
this,  this,  this,  and  this.  " 

And  'This  and  this  and  this  and 
this"  may  be,  to  some  Members,  vitally 
important  to  their  own  States. 

We  may  call  it  blackmail  or  we  may 
not.  That  would  not  be  the  intention 
of  the  President.  But  that  kind  of 
pressure  on  a  Member  may  be  the  kind 
of  pressure  he  cannot  resist  if  he 
hopes  to  save  projects  or  funds  which 
are  so  vital  to  him  and  his  State,  such 
as  funding  for  emergency  relief.  That 
kind  of  pressure  on  any  Member,  Dem- 
ocrat or  Republican,  of  the  House  or 
Senate,  can  be  made  and  made  effec- 
tively under  this  amendment. 

This  is  worse  than  a  line-item  veto. 
That  rescission  measure,  when  it  hits 
the  floor,  cannot  be  amended  under 
this  proposal.  There  is  no  amendment 
that  can  be  offered.  Under  a  line-item 
veto,  at  least  the  Appropriations  Com- 
mittee can  so  word  the  provisions  that 
the  President  would  find  it  exceeding- 
ly difficult  to  line  item. 

Mr.  CHILES.  I  raise  the  point  of 
order  that  the  amendment  is  not  ger- 
mane. 

Mr.  BYRD.  I  ask  unanimous  consent 
to  proceed  for  1  minute. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered. 

Mr.  BYRD.  Senators  had  better 
know  what  they  are  doing  on  this 
amendment.  This  amendment  was  not 
brought  before  committees.  There 
have  been  no  hearings  on  it.  It  is  far 
reaching.  I  daresay  Senators  will  rue 
the  day  they  voted  for  this  amend- 
ment because  if  there  is  anything  that 
we  can  put  into  the  hands  of  a  Presi- 
dent that  can  enable  him  to  bring 
undue  pressure  on  Members  and  force 
them  to  vote  his  way,  give  him  this.  I 
would  rather  give  him  a  line-item  veto 
than  give  him  this.  When  this  rescis- 
sion is  brought  on  the  floor  you 
cannot  amend  it.  It  has  a  beartrap 
time  limitation  on  it.  Let  the  President 
call  the  Senator  from  Texas  and  Ar- 
kansas down  and  have  him  say,  'How 
are  you  going  to  vote?"  And  they  say. 
"No. "  The  President  would  say,  "I 
have  a  rescission  coming  up  in  a  few 
days  and  so  you  better  think  it  over." 

Mr.  President,  Senators  had  better 
think  this  amendment  over. 
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Mr.  CHILES.  I  make  the  point  of 
order  that  the  amendment  is  not  ger- 
mane. 

Mr.  HATFIELD.  Mr.  President.  I 
oppose  this  amendment.  Using  the 
typical  "fiscal  responsibility"  jargon, 
this  amendment  would  seriously  erode 
congressional  authority  over  the 
budget  while  further  constipating  an 
already  sluggish  and  inefficient  budget 
process. 

What  this  amendment  does  is  re- 
verse the  presumption  against  rescis- 
sion messages.  Under  current  law. 
funds  identified  in  a  rescission  mes- 
sage must  be  spent  unless  Congress 
specifically  approves  the  rescission 
within  45  days  of  its  submission.  This 
amendment  would  place  the  burden  on 
Congress  to  act  affirmatively  to  disap- 
prove the  rescission  message. 

In  other  words,  we  would  be  required 
to  do  our  work  twice.  Mr.  President,  if 
our  budget  and  appropriations  process 
is  to  maintain  its  integrity  as  a  repre- 
sentative process,  it  must  be  allowed  to 
work  completely.  The  budget  resolu- 
tions and  appropriation  bills  agreed  to 
by  the  Senate  represent  the  accommo- 
dation of  differing  priorities  and 
needs.  These  bills  are  the  product  of 
great  effort  and  well-reasoned  debate. 
If  the  budget  package  differs  from  the 
President's  priorities,  so  be  it;  Con- 
gress as  a  representative  body  has 
worked  its  will. 

Rescissions  and  deferrals,  intended 
to  help  fine  tune  the  budget,  are  now 
being  used  by  this  administration  as 
continued  sniper  fire  at  a  budget  al- 
ready agreed  to  by  Congress.  The 
President  is  not  compelled  to  submit 
just  one  message  but  may  deliver  sepa- 
rate rescission  messages,  all  of  which 
must  be  incorporated  into  separate 
bills  and  reported  to  the  Senate.  The 
process  is  inefficient  and  time-consum- 
ing enough  eis  it  is.  The  passage  of 
Gramm-Rudman  has  made  a  cumber- 
some process  more  so.  So  why  adopt  a 
measure  which  will  require  a  revisita- 
tion  by  this  body  of  the  same  budget- 
ary issues,  the  same  spending  deci- 
sions, that  have  been  previously  decid- 
ed? 

At  best,  this  amendment  needlessly 
would  increase  the  workload  of  the 
Senate.  At  worst,  the  integrity  of  the 
congressional  budget  process  would  be 
weakened  by  altering  the  constitution- 
al political  power  balance  between  the 
congressional  and  executive  branches 
of  Government.  I  urge  my  colleagues 
to  vote  this  amendment  down. 

D  1850 

Mr.  QUAYLE.  Mr.  President.  I  move 
to  waive  germaneness  under  section 
305.  pursuant  to  section  904. 

The  PRESIDING  OFFICER.  If  the 
Senator  will  suspend,  the  Chair  will 
state  the  situation. 

The  Senator  from  Florida  makes  the 
point  of  order  that  the  amendment  is 
not  germane. 


Mr.  QUAYLE.  Mr.  President.  I  move 
to  waive  the  germaneness  requirement 
under  section  305  pursuant  to  section 
904.  I  ask  for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  Do  the 
Senators  yield  back  their  time  on  the 
motion  to  waive?  All  time  is  yielded 
back. 

The  question  is  on  agreeing  to  the 
motion  of  the  Senator  from  Indiana. 
The  yeas  and  nays  have  been  ordered. 
The  clerk  will  call  the  roll. 

The  assistant  legislative  clerk  called 
the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  and 
the  Senator  from  Arizona  [Mr.  Gold- 
water]  are  necessarily  absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Hawaii  [Mr.  Matsu- 
naga]  and  the  Senator  from  Oklahoma 
[Mr.  Boren]  are  necessarily  absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber desiring  to  vote? 

The  result  was  announced— yeas  34, 
nays  62— as  follows: 

tRollcall  Vote  No.  270  Leg.] 
YEAS-34 


Armstrong 

Hecht 

Roth 

Boschwitz 

Helms 

Rudman 

Broyhill 

Humphrey 

Simon 

Chafce 

Kasten 

Stevens 

Danforth 

Kennedy 

Symms 

Denton 

Laxalt 

Trible 

Dixon 

Lugar 

Wallop 

Dole 

Mattingly 

Warner 

Exon 

McConnell 

Wilson 

Gramm 

Nickles 

Zorinsky 

Grassley 

Pressler 

Hawkins 

Quayle 

NAY'S-62 

Abdnor 

Ford 

Melcher 

Andrews 

Glenn 

Melzenbaum 

Baucus 

Gore 

Mitchell 

Bentsen 

Gorton 

Moynihan 

Biden 

Harkin 

Murkowski 

Bingaman 

Hart 

Nunn 

Bradley 

Hatch 

Packwood 

Bumpers 

Hatfield 

Pell 

Burdick 

Heflin 

Proxmire 

Byrd 

Heinz 

Pryor 

Chiles 

HoUings 

Riegle 

Cochran 

Inouye    ■ 

Rockefeller 

Cohen 

Johnston 

Sarbanes 

Cranston 

Kassebaum« 

Sasser 

DAmato 

Kerry 

Simpson 

DeConcini 

Lautent>erg 

Specter 

Dodd 

Leahy 

Stafford 

Domenici 

Levin 

Stennis 

Durenlierger 

Long 

Thurmond 

Eagleton 

Mathias 

Weicker 

Evans 

McClure 

NOT  VOTING- 

-4 

Boren 

Goldwater 

Garn 

Matsunaga 

The 


D  1900 
PRESIDING    OFFICER.    The 


motion  to  waive  is  rejected.  The  point 
of  order  is  well  taken.  The  amendment 
falls. 

Mr.  DOMENICI.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  motion  was  rejected. 

Mr.  CHILES.  I  move  to  lay  that 
motion  on  the  table. 


The  motion  to  lay  on  the  table  was 
agreed  to. 

AMENDMENT  NO.  2854 

(Purpose:  To  provide  for  the  lease  of  the 
Metropolitan  Washington  Airports) 

Mr.  TRIBLE.  Mr.  President,  I  send 
an  amendment  to  the  desk. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  legislative  clerk  read  as  follows: 

The  Senator  from  Virginia  [Mr.  Trible], 
for  himself  and  Mr.  Warner,  proposes  an 
amendment  numbered  2854. 

Mr.  TRIBLE.  Mr.  President,  I  ask 
unanimous  consent  that  reading  of  the 
amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

At  the  end  of  the  amendment,  add  the  fol- 
lowing new  title: 

TITLE  X— METROPOLITAN  W.\SHINGTON 
AIRPORTS 

SEC.  1001.  SHORT  TITLE  A.NO  TABLE  OF  CONTENTS. 

This  title  may  be  cited  as  the  "Metropoli- 
tan Washington  Airports  Act  of  1986". 

TABLE  OF  CONTENTS 

Sec.  1001.  Short  title  and  table  of  contents. 

Sec.  1002.  Findings. 

Sec.  1003.  Purpose. 

Sec.  1004.  Definitions. 

Sec.  1005.  Lease  of  Metropolitan  Washing- 
ton Airports. 

Sec.  1006.  Capital  improvements,  construc- 
tion, and  rehabilitation. 

Sec.  1007.  Airports  Authority. 

Sec.  1008.  Federal  employees  at  the  Metro- 
politan Washington  Airports. 

Sec.  1009.  Relationship  to  and  effect  of 
other  laws. 

Sec.  1010.  Authority  to  negotiate  extension 
of  lease. 

Sec.  1011.  Separability. 

Sec.  1012.  Nonstop  flights. 

SEC.  1002.  FINDINGS. 

The  Congress  finds  that— 

( 1 )  the  two  federally  owned  airports  in  the 
metropolitan  area  of  Washington.  District 
of  Columbia,  constitute  an  important  and 
growing  part  of  the  commerce,  transporta- 
tion, and  economic  patterns  of  the  Com- 
monwealth of  Virginia,  the  District  of  Co- 
lumbia, and  the  surrounding  region: 

(2)  Baltimore/Washington  International 
Airport,  owned  and  operated  by  the  State  of 
Maryland,  is  an  air  transportation  facility 
that  provides  service  to  the  greater  Metro- 
politan Washington  region  together  with 
the  two  federally  owned  airports,  and  timely 
Federal-aid  grants  to  Baltimore/Washing- 
ton International  Airport  will  provide  addi- 
tional capacity  to  meet  the  growing  air  traf- 
fic needs  and  to  compete  with  other  airports 
on  a  fair  basis: 

(3)  the  Federal  Government  has  a  con- 
tinuing but  limited  interest  in  the  operation 
of  the  two  federally  owned  airports,  which 
serve  the  travel  and  cargo  needs  of  the 
entire  Metropolitan  Washington  region  as 
well  as  the  District  of  Columbia  as  the  na- 
tional seat  of  government: 

(4)  operation  of  the  Metropolitan  Wash- 
ington Airports  by  an  independent  local 
agency  will  facilitate  timely  improvements 
at  both  airports  to  meet  the  growing 
demand  of  interstate  air  transportation  oc- 
casioned by  the  Airline  Deregulation  Act  of 
1978  (Public  Law  95-504:  92  Stat.  1705): 
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<S)  all  other  major  air  carrier  airports  in 
the  United  States  are  operated  by  public  en- 
tities at  the  State,  regional,  or  local  level: 

(6)  any  change  in  status  of  the  two  air- 
ports must  take  into  account  the  interest  of 
nearby  communities,  the  traveling  public, 
air  carriers,  general  aviation,  airport  em- 
ployees, and  other  interested  groups,  as  well 
as  the  interests  of  the  Federal  Government 
and  State  governments  involved; 

(7)  in  recognition  of  the  limited  need  for  a 
Federal  role  in  the  management  of  these 
airports  and  the  growing  local  interest,  the 
Secretary  has  recommended  a  transfer  of 
authority  from  the  Federal  to  the  local/ 
State  level  that  is  consistent  with  the  man- 
agement of  major  airports  elsewhere  in  the 
Nation: 

(8)  an  operating  authority  with  represen- 
tation from  local  jurisdictions,  similar  to  au- 
thorities at  all  major  airpwjrts  in  the  United 
States,  will  improve  communications  with 
local  officials  and  concerned  residents  re- 
garding noise  at  the  Metropolitan  Washing- 
ton Airports: 

(9)  a  commission  of  congressional.  State, 
and  local  officials  and  aviation  representa- 
tives has  recommended  to  the  Secretary 
that  transfer  of  the  federally  owned  air- 
ports be  as  a  unit  to  an  independent  author- 
ity to  be  created  by  the  Commonwealth  of 
Virginia  and  the  District  of  Columbia:  and 

(10)  the  Federal  interest  in  these  airports 
can  be  provided  through  a  lease  mechanism 
which  provides  for  local  control  and  oper- 
ation. 

SEC.  1003.  PIRPOSE. 

(a)  In  General.— It  is  therefore  declared 
to  he  the  purpose  of  the  Congress  in  this 
title  to  authorize  the  transfer  of  operating 
responsibility  under  long-term  lease  of  the 
two  Metropolitan  Washington  Airport  prop- 
erties as  a  unit,  including  access  highways 
and  other  related  facilities,  to  a  properly 
constituted  independent  airport  authority 
created  by  the  Commonwealth  of  Virginia 
and  the  District  of  Columbia,  in  order  to 
achieve  local  control  over  the  management, 
operation,  and  development  of  these  impor- 
tant transportation  assets. 

<b)  Inclusion  of  BWI  Not  Precluded.— 
Nothing  in  this  title  shall  be  construed  to 
prohibit  the  Airports  Authority  and  the 
State  of  Maryland  from  entering  into  an 
agreement  whereby  Baltimore/Washington 
International  Airport  may  be  made  part  of  a 
regional  airports  authority,  subject  to  terms 
and  conditions  agreed  to  by  the  Airports 
Authority,  the  Secretary,  the  Common- 
wealth of  Virginia,  the  District  of  Columbia. 
and  the  State  of  Maryland. 

SEC.  1004.  DEFINITIONS. 

In  this  title— 

(1)  Administrator.— The  term  -Adminis- 
trator" means  the  Administrator  of  the  Fed- 
eral Aviation  Administration. 

(2)  Airports  Authority.— The  term  "Air- 
ports Authority"  means  the  Metropolitan 
Washington  Airports  Authority,  a  public 
body  to  be  created  by  the  Commonwealth  of 
Virginia  and  the  District  of  Columbia  con- 
sistent with  the  requirements  of  section 
1007. 

(3)  ElMPLOYEES.- The  term  "employees" 
means  all  permanent  Federal  Aviation  Ad- 
ministration personnel  employed  on  the 
date  the  lease  under  section  1005  takes 
effect  by  the  Metropolitan  Washington  Air- 
ports, an  organization  within  the  Federal 
Aviation  Administration. 

(4)  Metropolitan  Washington  Air- 
ports.—The  term  "Metropolitan  Washing- 
ton Airports"  means  Washington  National 


Airport  and  Washington  Dulles  Internation- 
al Airport. 

(5)  Secretary.— The  term  "Secretary" 
means  the  Secretary  of  Transportation. 

(6)  Washington  Dulles  International 
Airport.— The  term  Washington  Dulles 
International  Airport"  means  the  airport 
constructed  under  the  Act  entitled  "An  Act 
to  authorize  the  construction,  protection, 
operation,  and  maintenance  of  a  public  air- 
port in  or  in  the  vicinity  of  the  District  of 
Columbia",  approved  September  7.  1950  (64 
Stat.  770),  and  includes  the  Dulles  Airport 
Access  Highway  and  Right-of-way,  including 
the  extension  between  the  Interstate 
Routes  1-495  and  1-66. 

(7)  Washington  National  Airport.— The 
term  "Washington  National  Airport"  means 
the  airport  described  in  the  Act  entitled  'An 
Act  to  provide  for  the  administration  of  the 
Washington  National  Airport,  and  for  other 
purposes",  approved  June  29.  1940  (54  Stat. 
686). 

SEC.  1005.  LEASE  OF  METROPOLITAN  WASHINGTON 
AIRPORTS. 

(a)  Authority  To  Enter  Into  Lease.— The 
Secretary  is  directed  to  enter  into  a  lease  of 
the  Metropolitan  Washington  Airports  with 
the  Airports  Authority  for  a  50-year  term 
and  -Xo  enter  into  any  related  agreement 
nectary  for  the  transfer  of  authority  and 
property  to  the  Airports  Authority  within 
nine  months  after  the  date  of  the  enact- 
ment of  this  title. 

(b)  Payments.— 

(1)  Lease  payments.- The  lease  shall  pro- 
vide for  the  Airports  Authority  to  pay  to 
the  general  fund  of  the  Treasury 
$150,000,000  over  the  term  of  the  lease,  in 
equal  annual  installments. 

(2)  Retirement  obligations  — 

(A)  Discontinued  service.— Not  later 
than  one  year  after  the  lease  takes  effect, 
the  Airports  Authority  shall  pay  to  the 
Treasury  of  the  United  States,  to  be  deposit- 
ed to  the  credit  of  the  Civil  Service  Retire- 
ment and  Disability  Fund,  an  amount  deter- 
mined by  the  Office  of  Personnel  Manage- 
ment to  represent  the  actual  added  costs  in- 
curred by  the  Fund  due  to  discontinued 
service  retirement  under  section  8336(d)(1) 
of  title  5.  United  States  Code,  of  employees 
who  elect  not  to  transfer  to  the  Airports  Au- 
thority. 

(B)  Unfunded  liability.— Not  later  than 
two  months  after  the  lease  takes  effect,  the 
Airports  Authority  shall  pay  to  the  Treas- 
ury of  the  United  States,  to  be  deposited  to 
the  credit  of  the  Civil  Service  Retirement 
and  Disability  Fund,  an  amount  determined 
by  the  Office  of  Personnel  Management  to 
represent  the  present  value  of  the  differ- 
ence between  (i)  the  future  cost  of  benefits 
payable  from  the  Fund  and  due  the  employ- 
ees covered  under  section  1008(e)  of  this 
title  that  are  attributable  to  the  period  of 
employment  following  the  date  the  lease 
takes  effect,  and  (ii)  the  contributions  made 
by  the  employees  and  the  Airports  Author- 
ity under  section  1008(e).  In  determining 
the  amount  due.  the  Office  of  Personnel 
Management  shall  take  into  consideration 
the  actual  interest  such  amount  can  be  ex- 
pected to  earn  when  invested  in  the  Treas- 
ury of  the  United  States. 

(c)  Minimum  Terms  and  Conditions.— The 
Airports  Authority  shall  agree,  at  a  mini- 
mum, to  the  following  conditions  and  re- 
quirements in  the  lease: 

(1)  Operation  of  airports  as  a  unit.— The 
Airports  Authority  shall  operate,  maintain, 
protect,  promote,  and  develop  the  Metropol- 
itan Washington  Airports  as  a  unit  and  as 


primary  airports  serving  the  Metropolitan 
Washington  area. 

(2)  Airport  purposes.— The  real  property 
constituting  the  Metropolitan  Washington 
Airports  shall,  during  the  period  of  the 
lease,  be  used  only  for  airport  purposes.  For 
the  purposes  of  this  paragraph,  the  term 
"airport  purposes"  means  a  use  of  property 
interests  (other  than  a  sale)  for  aviation 
business  or  activities,  or  for  activities  neces- 
sary or  appropriate  to  serve  passengers  or 
cargo  in  air  commerce,  or  for  nonprofit, 
public  use  facilities.  If  the  Secretary  deter- 
mines that  any  portion  of  the  real  property 
leased  to  the  Airports  Authority  pursuant 
to  this  Act  is  used  for  other  than  airport 
purposes,  the  Secretary  shall  (A)  direct  that 
appropriate  measures  be  taken  by  the  Air- 
ports Authority  to  bring  the  use  of  such 
portion  of  real  property  in  conformity  with 
airport  purposes,  and  (B)  retake  possession 
of  such  portion  of  real  property  if  the  Air- 
ports Authority  fails  to  bring  the  use  of 
such  portion  into  a  conforming  use  within  a 
reasonable  period  of  time,  as  determined  by 
the  Secretary. 

(3)  AIP  requirements.— The  Airports  Au- 
thority shall  be  subject  to  the  requirements 
of  section  511(a)  of  the  Airport  and  Airway 
Improvement  Act  of  1982  and  the  assur- 
ances and  conditions  required  of  grant  re- 
cipients under  such  Act  as  of  the  date  the 
lease  takes  effect.  Notwithstanding  section 
511(a)(12)  of  such  Act.  all  revenues  generat- 
ed by  the  Metropolitan  Washington  Air- 
ports shall  be  expended  for  the  capital  and 
operating  costs  of  such  airports. 

(4)  Contracts.— In  acquiring  by  contract 
supplies  or  services  for  an  amount  estimated 
to  be  in  excess  of  $200,000.  or  awarding  con- 
cession contracts,  the  Airports  Authority 
shall  obtain,  to  the  maximum  extent  practi- 
cable, full  and  open  competition  through 
the  use  of  published  competitive  proce- 
dures. By  a  vote  of  seven  members,  the  Air- 
ports Authority  may  grant  exceptions  to  the 
requirements  of  this  paragraph. 

(5)  Continuation  of  regulations.— 

(A)  In  general.— Except  as  provided  in 
subparagraph  (B).  all  regulations  of  the 
Metropolitan  Washington  Airports  (14 
C.F.R.  part  159)  shall  become  regulations  of 
the  Airports  Authority  on  the  date  the  lease 
takes  effect  and  shall  remain  in  effect  until 
modified  or  revoked  by  the  Airports  Author- 
ity in  accordance  with  procedures  of  the 
Airports  Authority. 

(B)  Exceptions.— The  following  regula- 
tions shall  cease  to  be  in  effect  on  the  date 
the  lease  takes  effect: 

(i)  section  159.59(a)  of  title  14.  Code  of 
Federal  Regulations  (relating  to  new-tech- 
nology aircraft):  and 

(ii)  section  159.191  of  title  14.  Code  of  Fed- 
eral Regulations  (relating  to  violations  of 
Federal  Aviation  Administration  regulations 
as  Federal  misdemeanors). 

(C)  Operations.— The  Airports  Authority 
may  not  increase  or  decrease  the  numbf^r  of 
instrument  flight  rule  takeoffs  and  landings 
authorized  by  the  High  Density  Rule  (14 
C.F.R.  93.121  et  seq.)  at  Washington  Nation- 
al Airport  on  the  date  of  the  enactment  of 
this  Act  and  may  not  impose  a  limitation 
after  the  date  the  lease  takes  effect  on  the 
number  of  passengers  taking  off  or  landing 
at  Washington  National  Airport. 

(6)  Transfer  of  rights,  liabilities,  and 
obligations.— 

(A)  In  general.— Except  as  specified  in 
subparagraph  (B)  of  this  paragraph,  the 
Airports  Authority  shall  assume  all  rights, 
liabilities,  and  obligations  (tangible  and  in- 
corporeal, present  and  executory)  of  the 
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Metropolitan  Washington  Airports  on  the 
date  the  lease  takes  effect,  including  leases, 
permits,  licenses,  contracts,  agreements, 
claims,  tariffs,  accounts  receivable,  accounts 
payable,  and  litigation  relating  to  such 
rights  and  obligations,  regardless  whether 
judgment  has  been  entered,  damages  award- 
ed, or  appeal  taken.  Before  the  date  the 
lease  takes  effect,  the  Secretary  shall  also 
assure  that  the  Airports  Authority  has 
agreed  to  cooperate  in  allowing  representa- 
tives of  the  Attorney  General  and  the  Sec- 
retary adequate  access  to  employees  and 
records  when  needed  for  the  performance  of 
functions  related  to  the  period  before  the 
effectiveness  of  the  lease.  The  Airports  Au- 
thority shall  assume  responsibility  for  the 
Federal  Aviation  Administration's  Master 
Plans  for  the  Metropolitan  Washington  Air- 
ports. 

(B)  Exceptions.— The  procedure  for  dis- 
putes resolution  contained  in  any  contract 
entered  into  on  behalf  of  the  United  States 
before  the  date  the  lease  takes  effect  shall 
continue  to  govern  the  performance  of  the 
contract  unless  otherwise  agreed  to  by  the 
parties  to  the  contract.  Claims  for  monetary 
damages  founded  in  tort,  by  or  against  the 
United  States  as  the  owner  and  operator  of 
the  Metropolitan  Washington  Airports,  aris- 
ing before  the  date  the  lease  takes  effect 
shall  be  adjudicated  as  if  the  lease  had  not 
been  entered  into. 

(C)  Payments  into  employees'  compensa- 
tion FOND.— The  Federal  Aviation  Adminis- 
tration shall  remain  responsible  for  reim- 
bursing the  Employees'  Compensation 
Fund,  pursuant  to  section  8147  of  title  5, 
United  States  Code,  for  compensation  paid 
or  payable  after  the  date  the  lease  takes 
effect  in  accordance  with  chapter  81  of  title 
5,  United  States  Code,  with  regard  to  any 
injury,  disability,  or  death  due  to  events 
arising  before  such  date,  whether  or  not  a 
claim  has  been  filed  or  is  final  on  such  date. 

(D)  Collective  bargaining  rights.— The 
Airports  Authority  shall  continue  all  collec- 
tive bargaining  rights  enjoyed  before  the 
date  the  lease  takes  effect  by  employees  of 
the  Metropolitan  Washington  Airports. 

(7)  Audits.— The  Comptroller  General  of 
the  United  States  may  conduct  periodic 
audits  of  the  activities  and  transactions  of 
the  Airports  Authority  in  accordance  with 
generally  accepted  management  principles, 
and  under  such  rules  and  regulations  as 
may  be  prescribed  by  the  Comptroller  Gen- 
eral. Any  such  audit  shall  be  conducted  at 
such  place  or  places  as  the  Comptroller 
General  may  deem  appropriate.  All  books, 
accounts,  records,  reports,  files,  papers,  and 
property  of  the  Airports  Authority  shall 
remain  in  possession  and  custody  of  the  Air- 
ports Authority. 

(8)  Code  of  ethics.— The  Airports  Author- 
ity shall  develop  a  code  of  ethics  and  finan- 
cial disclosure  in  order  to  assure  the  integri- 
ty of  all  decisions  made  by  the  board  and  its 
employees. 

<9)  Restriction  on  use  of  certain  reve- 
nues.—Notwithstanding  any  other  provision 
of  law.  no  landing  fee  imposed  for  operating 
an  aircraft  or  revenues  derived  from  parking 
automobiles— 

(A)  at  Washington  Dulles  International 
Airport  may  be  used  for  maintenance  or  op- 
erating expenses  (excluding  debt  service,  de- 
preciation, and  amortization)  at  Washing- 
ton National  Airport:  or 

(B)  at  Washington  National  Airport  may 
be  used  for  maintenance  or  operating  ex- 
penses (excluding  debt  service,  depreciation, 
and  amortization)  at  Washington  Dulles 
International  Airport. 


(10)  General  aviation  fees.— The  Airports 
Authority  shall  compute  the  fees  and 
charges  for  landing  general  aviation  aircraft 
at  the  Metropolitan  Washington  Airports 
on  the  same  basis  as  the  landing  fees  for  air 
carrier  aircraft,  except  that  the  Airports 
Authority  may  require  a  minimum  landing 
fee  not  in  excess  of  the  landing  fee  for  air- 
craft weighing  12.500  pounds. 

(11)  Other  terms.— The  Secretary  shall 
include  such  other  terms  and  conditions  ap- 
plicable to  the  parties  to  the  lease  as  are 
consistent  with  and  carry  out  the  provisions 
of  this  title. 

(d)  Submission  to  Congress.- The  Secre- 
tary shall  submit  the  lease  entered  into 
under  this  section  to  Congress.  The  lease 
may  not  take  effect  before  the  passage  of 
(1)  30  days,  or  (2)  10  days  in  which  either 
House  of  Congress  is  in  session,  whichever 
occurs  later. 

(e)  Enforcement  of  Lease  Provisions.— 
The  district  courts  of  the  United  States 
shall  have  jurisdiction  to  compel  the  Air- 
ports Authority  and  its  officers  and  employ- 
ees to  comply  with  the  terms  of  the  lease. 
An  action  may  be  brought  on  behalf  of  the 
United  States  by  the  Attorney  General,  or 
by  any  aggrieved  party. 

SEC.    1006.    CAPITAL    IMPROVEMENTS.    CONSTRUC- 
TION. AND  rehabilitation. 

(a)  Improvements.— It  is  the  sense  of  the 
Congress  that  the  Airports  Authority 
should— 

(1)  pursue  the  improvement,  construction, 
and  rehabilitation  of  the  facilities  at  Wash- 
ington Dulles  International  Airport  and 
Washington  National  Airport  simultaneous- 
ly: and 

(2)  to  the  extent  practicable,  cause  the  im- 
provement, construction,  and  rehabilitation 
proposed  by  the  Secretary  to  be  completed 
at  both  of  such  Airports  within  5  years  after 
the  earliest  date  on  which  the  Airports  Au- 
thority issues  bonds  under  the  authority  re- 
quired by  section  1007  of  this  title  for  any 
such  improvement,  construction,  or  rehabili- 
tation. 

(b)  Secretary's  Assistance.— The  Secre- 
tary shall  assist  the  three  airports  serving 
the  Washington.  D.C..  metropolitan  area  in 
planning  for  operational  and  capital  im- 
provements at  those  airports  and  shall  ac- 
celerate consideration  of  applications  for 
Federal  financial  assistance  by  whichever  of 
the  three  airports  is  most  in  need  of  increas- 
ing airside  capacity. 

SEC.  1007.  airports  Al  THORITY. 

(a)  Powers  Conferred'  by  Virginia  and 
THE  District  of  Columbia.— The  Airports 
Authority  shall  be  a  public  body  corporate 
and  politic,  having  the  powers  and  jurisdic- 
tion as  are  conferred  upon  it  jointly  by  the 
legislative  authority  of  the  Commonwealth 
of  'Virginia  and  the  District  of  Columbia  or 
by  either  of  the  jurisdictions  and  concurred 
in  by  the  legislative  authority  of  the  other 
jurisdiction,  but  at  a  minimum  meeting  the 
requirements  of  this  section. 

(b)  Purpose.— The  Airports  Authority 
shall  be— 

(1)  independent  of  the  Commonwealth  of 
Virginia  and  its  local  governments,  the  Dis- 
trict of  Columbia,  and  the  Federal  Govern- 
ment: and 

(2)  a  political  subdivision  constituted 
solely  to  operate  and  improve  both  Metro- 
politan Washington  Airports  as  primary  air- 
ports serving  the  Metropolitan  Washington 
area. 

(c)  General  Authorities.— The  Airports 
Authority  shall  be  authorized— 


( 1)  to  acquire,  maintain,  improve,  operate, 
protect,  and  promote  the  Metropolitan 
Washington  Airports  for  public  purposes; 

(2)  to  issue  bonds  from  time  to  time  in  its 
discretion  for  public  purposes,  including  the 
purposes  of  paying  all  or  any  part  of  the 
cost  of  airport  improvements,  construction, 
and  rehabilitation,  and  the  acquisition  of 
real  and  personal  property,  including  oper- 
ating equipment  for  the  airports,  which 
bonds— 

(A)  shall  not  constitute  a  debt  of  either  ju- 
risdiction or  a  political  subdivision  thereof: 
and 

(B)  may  be  secured  by  the  Airports  Auth- 
ority's revenues  generally,  or  exclusively 
from  the  income  and  revenues  of  certain 
designated  projects  whether  or  not  they  are 
financed  in  whole  or  part  from  the  proceeds 
of  such  bonds: 

(3)  to  acquire  real  and  personal  property 
by  purchase,  lease,  transfer,  or  exchange, 
and  to  exercise  such  powers  of  eminent 
domain  within  the  Commonwealth  of  Vir- 
ginia as  are  conferred  upon  it  by  the  Com- 
monwealth of  Virginia; 

(4)  to  levy  fees  or  other  charges;  and 

<5)  to  make  and  maintain  agreements  with 
employee  organizations  to  the  extent  that 
the  Federal  Aviation  Administration  is  so 
authorized  on  the  date  of  enactment  of  this 
title. 

(d)  Conflict-of-Interest  Provisions.— 
The  Airports  Authority  shall  be  subject  to  a 
conflict-of-interest  provision  providing  that 
members  of  the  board  and  their  immediate 
families  may  not  be  employed  by  or  other- 
wise hold  a  substantial  financial  interest  in 
any  enterprise  that  has  or  is  seeking  a  con- 
tract or  agreement  with  the  Airports  Au- 
thority or  is  an  aeronautical,  aviation  serv- 
ices, or  airport  services  enterprise  that  oth- 
erwise has  interests  that  can  be  directly  af- 
fected by  the  Airports  Authority.  Excep- 
tions to  requirement  of  the  preceding  sen- 
tence may  be  made  by  the  official  appoint- 
ing a  member  at  the  time  the  member  is  ap- 
pointed, if  the  financial  interest  is  fully  dis- 
closed and  so  long  as  the  member  does  not 
participate  in  board  decisions  that  directly 
affect  such  interest.  The  Airports  Authority 
shall  include  in  its  code  developed  under 
section  1005(c)(8)  of  this  title  the  standards 
by  which  members  will  determine  what  con- 
stitutes a  substantial  financial  interest  and 
the  circumstances  under  which  an  exception 
may  be  granted. 

(e)  Board  of  Directors.— 

(1)  Appointment.— The  Airports  Authority 
shall  be  governed  by  a  board  of  directors  of 
11  members,  as  follows: 

(A)  5  members  shall  be  appointed  by  the 
Governor  of  Virginia; 

(B)  three  members  shall  be  appointed  by 
the  Mayor  of  the  District  of  Columbia; 

(C)  two  members  shall  be  appointed  by 
the  Governor  of  Maryland;  and 

(D)  one  member  shall  be  appointed  by  the 
President  with  the  advice  and  consent  of 
the  Senate. 

The  Chairman  shall  be  appointed  from 
among  the  members  by  majority  vote  of  the 
members  and  shall  ser\e  until  replaced  by 
majority  vote  of  the  members. 

(2)  Restrictions.— Members  shall  (A)  not 
hold  elective  or  appointive  political  office. 
(B)  serve  without  compensation  other  than 
for  reasonable  expenses  incident  to  board 
functions,  and  (C)  reside  within  the  Wash- 
ington Standard  Metropolitan  Statistical 
Area,  except  that  the  member  appointed  by 
the  President  shall  not  be  required  to  reside 
in  that  area. 
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(3)  Terms.— Members  shall  be  appointed 
to  the  board  for  a  term  of  6  years,  except 
that  of  members  first  appointed— 

(A)  by  the  Governor  of  Virginia.  2  shall  be 
appointed  for  4  years  and  2  shall  be  appoint- 
ed for  2  years; 

(B)  by  the  Mayor  of  the  District  of  Co- 
lumbia. 1  shall  be  appointed  for  4  years  and 
1  shall  be  appointed  for  2  years:  and 

(C)  by  the  Governor  of  Maryland.  1  shall 
be  appointed  for  4  years. 

(4)  Removal  of  presidential  appointees.— 
A  member  of  the  board  appointed  by  the 
President  shall  be  subject  to  removal  by  the 
President  for  cause. 

(5)  Required  number  of  votes.— Seven 
votes  shall  be  required  to  approve  bond 
issues  and  the  annual  budget. 

(f )  Board  of  Review.— 

(1)  Composition.— The  board  of  directors 
shall  be  subject  to  review  of  its  actions  and 
to  requests,  in  accordance  with  this  subsec- 
tion, by  a  Board  of  Review,  of  the  Airports 
Authority,  established  by  the  board  of  direc- 
tors. The  Board  of  Review  shall  consist  of 
the  following,  in  their  individual  capacities, 
as  representatives  of  users  of  the  Metropoli- 
tan Washington  Airports: 

(A)  4  members  of  the  House  of  Represent- 
atives from  a  list  provided  by  the  Speaker  of 
the  House: 

(B)  4  members  of  the  Senate  from  a  list 
provided  by  the  President  pro  tempore  of 
the  Senate:  and 

(C>  one  member  chosen  alternately  from 
members  of  the  House  of  Repre.sentatives 
and  members  of  the  Senate,  from  a  list  pro- 
vided by  the  Speaker  of  the  House  or  the 
President  pro  tempore  of  the  Senate,  re- 
spectively. 

The  members  of  the  Board  of  Review  shall 
elect  a  chairman.  A  member  of  the  House  of 
Representatives  or  the  Senate  from  Mary- 
land or  Virginia  and  the  Delegate  from  the 
District  of  Columbia  may  not  serve  on  the 
Board  of  Review. 

(2)  Terms.— Members  of  the  Board  of 
Review  appointed  under  subparagraphs  (A) 
and  (B)  of  paragraph  (1)  shall  be  appointed 
for  terms  of  6  years,  except  that  of  the 
members  first  appointed  one  member  under 
each  of  subparagraphs  (A)  and  <B)  shall  be 
appointed  for  a  term  of  two  years  and  one 
member  under  each  of  subparagraphs  (A) 
and  (B)  shall  be  appointed  for  a  term  of 
four  years.  Memtwrs  of  the  Board  of  Reviiw 
appointed  under  subparagraph  (C)  shall  be 
appointed  for  terms  of  2  years.  A  vacancy  in 
the  Board  shall  be  filled  in  the  same 
manner  in  which  the  original  appointment 
was  made.  Any  member  appointed  to  fill  a 
vacancy  before  the  expiration  of  the  term 
for  which  his  or  her  predecessor  was  ap- 
pointed shall  be  appointed  only  for  the  re- 
mainder of  such  term. 

(3)  Procedures. -The  Board  of  Review 
shall  establish  procedures  for  conducting  its 
business.  The  procedures  may  include  re- 
quirements for  a  quorum  at  meetings  and 
for  proxy  voting.  The  Board  shall  meet  at 
least  once  each  year  and  shall  meet  at  the 
call  of  the  chairman  or  3  members  of  the 
Board.  Any  decision  of  the  Board  of  Review- 
under  paragraph  (4)  or  (5)  shall  be  by  a  vote 
of  5  members  of  the  Board. 

(4)  Disapproval  procedure.— 

'A)  Submission  required— An  action  of 
the  Airports  Authority  described  in  sub- 
paragraph (B)  shall  be  submitted  to  the 
Board  of  Review  at  least  30  days  (or  at  least 
60  days  in  the  case  of  the  annual  budget) 
before  it  is  to  become  effective. 

<B)  Actions  affected.- The  following  are 
the  actions  referred  to  in  subparagraph  (A>: 


(i)  the  adoption  of  an  annual  budget: 

(ii)  the  authorization  for  the  issuance  of 
bonds: 

(iii)  the  adoption,  amendment,  or  repeal 
of  a  regulation: 

(iv)  the  adoption  or  revision  of  a  master 
plan,  including  any  proposal  for  land  acqui- 
sition: and 

(v)  the  appointment  of  the  chief  executive 
officer. 

(C)  30-DAY  disapproval  period.— If  the 
Board  of  Review  does  not  disapprove  an 
action  within  30  days  of  its  submission 
under  this  paragraph,  the  action  may  take 
effect.  If  the  Board  of  Review  disapproves 
any  such  action,  it  shall  notify  the  Airports 
Authority  and  shall  give  reasons  for  the  dis- 
approval. 

(D)  Effect  of  disapproval.— An  action  dis- 
approved under  this  paragraph  shall  not 
take  effect.  Unless  an  annual  budget  for  a 
fiscal  year  has  taken  effect  in  accordance 
with  this  paragraph,  the  Airports  Authority 
may  not  obligate  or  expend  any  money  in 
such  fiscal  year,  except  for  (i)  debt  service 
on  previously  authorized  obligations,  and 
(ii)  obligations  and  expenditures  for  previ- 
ously authorized  capital  expenditures  and 
routine  operating  expenses. 

(5>  Request  for  consideration  of  other 
matters.— The  Board  of  Review  may  re- 
quest the  Airports  Authority  to  consider 
and  vote,  or  to  report,  on  any  matter  related 
to  the  Metropolitan  Washington  Airports. 
Upon  receipt  of  such  a  request  the  Airports 
Authority  shall  consider  and  vote,  or  report, 
on  the  matter  as  promptly  as  feasible. 

(6)  Participation  in  meetings  of  airports 
AUTHORITY.— Members  of  the  Board  of 
Review  may  participate  as  nonvoting  mem- 
bers in  meetings  of  the  board  of  the  Air- 
ports Authority. 

(7)  Staff.— The  Board  of  Review  may  hire 
one  staff  person,  to  be  paid  by  the  Airports 
Authority.  The  Airports  Authority  shall 
provide  such  clerical  and  support  staff  as 
the  Board  may  require. 

i8)  Liability.— A  member  of  the  Board  of 
Review  shall  not  be  liable  in  connection 
with  any  claim,  action,  suit,  or  proceeding 
arising  from  service  on  the  Board. 

(g)  Certain  Actions  to  be  Taken  by  Regu- 
lation.—Any  action  of  the  Airports  Author- 
ity changing,  or  having  the  effect  of  chang- 
ing, the  hours  of  operation  of  or  the  type  of 
aircraft  .serving  either  of  the  Metropolitan 
Washington  Airports  may  be  taken  only  by 
regulation  of  the  Airports  Authority. 

(h)  Limitation  on  Authority.— If  tt\e 
Board  of  Review  established  under  subsec- 
tion (f)  is  unable  to  carry  out  its  functions 
under  this  title  by  reason  of  a  judicial  order, 
the  Airports  Authority  shall  have  no  au- 
thority to  perform  any  of  the  actions  that 
are  required  by  subsection  (f)(4)  to  be  sub- 
mitted to  the  Board  of  Review. 
sec.  loox.  federal  empi.ovke.s  at  the  metro 
poi.itan  w  ashin(;ton  airports. 

(a)  Employee  Protection.— Not  later  than 
the  date  the  lease  under  .section  1005  takes 
effect,  the  Secretary  shall  ensure  that  the 
Airports  Authority  has  established  arrange- 
ments to  protect  the  employment  interests 
of  employees  during  the  5-year  period  be- 
ginning on  such  date.  These  arrangements 
shall  include  provisions— 

(1)  which  ensure  that  the  Airports  Au- 
thority will  adopt  labor  agreements  in  ac- 
cordance with  the  provisions  of  subsection 
(b)  of  this  section: 

(2)  for  the  transfer  and  retention  of  all 
employees  who  agree  to  transfer  to  the  Air- 
ports Authority  in  their  same  positions  for 
the  5-year  period  commencing  on  the  date 


the  lease  under  section  5  takes  effect  except 
in  cases  of  reassignment,  separation  for 
cause,  resignation,  or  retirement: 

(3)  for  the  payment  by  the  Airports  Au- 
thority of  basic  and  premium  pay  to  trans- 
ferred employees,  except  in  cases  of  separa- 
tion for  cause,  resignation,  or  retirement, 
for  5  years  commencing  on  the  date  the 
lease  takes  effect  at  or  above  the  rates  of 
pay  in  effect  for  such  employees  on  such 
date: 

(4)  for  credit  during  the  5-year  period 
commencing  on  the  date  the  lease  takes 
effect  for  accrued  annual  and  sick  leave  and 
seniority  rights  which  have  been  accrued 
during  the  period  of  Federal  employment  by 
transferred  employees  retained  by  the  Air- 
ports Authority:  and 

(5)  for  an  offering  of  not  less  than  one  life 
insurance  and  three  health  insurance  pro- 
grams for  transferred  employees  retained  by 
the  Airports  Authority  during  the  5-year 
period  beginning  on  the  date  the  lease  takes 
effect  which  are  reasonably  comparable 
with  respect  to  employee  premium  cost  and 
coverage  to  the  Federal  health  and  life  in- 
surance programs  available  to  employees  on 
the  day  before  such  date. 

(b)  Labor  Agreements.— 

(1)  Adoption.— The  Airports  Authority 
shall  adopt  all  labor  agreements  which  are 
in  effect  on  the  date  the  lease  under  section 
1005  takes  effect.  Such  agreements  shall 
continue  in  effect  for  the  5-year  period  com- 
mencing on  such  date,  unless  the  agreement 
provides  for  a  shorter  duration  or  the  par- 
ties agree  to  the  contrary  before  the  expira- 
tion of  that  5-year  period.  Such  agreements 
shall  be  renegotiated  during  the  5-year 
period,  unless  the  parties  agree  otherwise. 
Any  labor-management  negotiation  impasse 
declared  before  the  date  the  lease  takes 
effect  shall  be  settled  in  accordance  with 
chapter  71  of  title  5,  United  States  Code. 

(2)  Continuation.— The  arrangements 
made  pursuant  to  this  section  shall  assure, 
during  the  50-year  lease  term,  the  continu- 
ation of  all  collective  bargaining  rights  en- 
joyed by  transferred  employees  retained  by 
the  Airports  Authority. 

(c)  Rights  of  Terminated  Employees.— 
Any  transferred  employee  whose  employ- 
ment with  the  Airports  Authority  is  termi- 
nated during  the  5-year  period  beginning  on 
the  date  the  lease  under  section  1005  takes 
effect  shall  be  entitled,  as  a  condition  of  any 
lease  entered  into  in  accordance  with  sec- 
tion 1005  of  this  title,  to  rights  and  benefits 
to  be  provided  by  the  Airports  Authority 
that  are  similar  to  those  such  employee 
would  have  had  under  Federal  law  if  termi- 
nation had  occurred  immediately  before 
such  date. 

(d)  Annual  and  Sick  Leave.— Any  employ- 
ee who  transfers  to  the  Airports  Authority 
under  this  section  shall  not  be  entitled  to 
lump-sum  payment  for  unused  annual  leave 
under  section  5551  of  title  5,  United  States 
Code,  but  shall  be  credited  by  the  Airports 
Authority  with  the  unused  annual  leave  bal- 
ance on  the  date  the  lease  under  section 
1005  takes  effect,  along  with  any  unused 
sick  leave  balance  on  such  date.  During  the 
5-year  period  beginning  on  such  date, 
annual  and  sick  leave  shall  be  earned  at  the 
same  rates  permitted  on  the  day  before  such 
date,  and  observed  official  holidays  shall  be 
the  same  as  those  specified  in  section  6103 
of  title  5,  United  States  Code. 

(e>  Civil  Service  Retirement.— Any  Fed- 
eral employee  who  transfers  to  the  Airports 
Authority  and  who  on  the  day  before  the 
date  the  lease  under  section  1005  takes 
effect  is  subject  to  subchapter  III  of  chapter 
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83  of  title  5.  United  States  Code,  or  chapter 

84  of  such  title  shall,  so  long  as  continually 
employed  by  the  Airports  Authority  with- 
out a  break  in  service,  continue  to  be  subject 
to  such  subchapter  or  chapter,  as  the  case 
may  be.  Employment  by  the  Airports  Au- 
thority without  a  break  in  continuity  of 
service  shall  be  considered  to  be  employ- 
ment by  the  United  States  Government  for 
purposes  of  such  subchapter  and  chapter. 
The  Airports  Authority  shall  be  the  employ- 
ing agency  for  purposes  of  such  subchapter 
and  chapter  and  shall  contribute  to  the 
Civil  Service  Retirement  and  Disability 
Fund  such  sums  as  are  required  by  such 
subchapter  and  chapter. 

(f)  Separated  Employees.— An  employee 
who  does  not  transfer  to  the  Airports  Au- 
thority and  who  does  not  otherwise  remain 
a  Federal  employee  shall  be  entitled  to  all 
of  the  rights  and  benefits  available  under 
Federal  law  for  separated  employees,  except 
that  severance  pay  shall  not  be  payable  to 
an  employee  who  does  not  accept  an  offer  of 
employment  from  the  Airports  Authority  of 
work  substantially  similar  to  that  per- 
formed for  the  Federal  Government. 

(g)  Access  to  Records.— The  Airports  Au- 
thority shall  allow  representatives  of  the 
Secretary  adequate  access  to  employees  and 
employee  records  of  the  Airports  Authority 
when  needed  for  the  performance  of  func- 
tions related  to  the  period  before  the  date 
the  lease  under  section  1005  takes  effect. 
The  Secretary  shall  provide  the  Airports 
Authority  access  to  employee  records  of 
transferring  employees  for  appropriate  pur- 
poses. 

SEC.    1009.    RELATIONSHIP    T«    AND    EFFECT    OK 
OTHER  LAWS 

(a)  Other  Laws.— In  order  to  assure  that 
the  Airports  Authority  has  the  same  propri- 
etary powers  and  is  subject  to  the  same  re- 
strictions with  respect  to  Federal  law  as  any 
other  airport  except  as  otherwise  provided 
in  this  title,  during  the  period  that  the  lease 
authorized  by  section  1005  of  this  title  is  in 
effect— 

1 1)  the  Metropolitan  Washington  Airports 
shall  be  considered  public  airports  for  pur- 
poses of  the  Airport  and  Airway  Improve- 
ment Act  of  1982  (49  App.  U.S.C.  2201  et 
seq.):  and 

(2)  the  Acts  entitled  "An- Act  to  provide 
for  the  administration  of  the  Washington 
National  Airport,  and  for  other  purposes", 
approved  June  29.  1940  (54  Stat.  686),  'An 
Act  to  authorize  the  construction,  protec- 
tion, operation,  and  maintenance  of  a  public 
airport  in  or  in  the  vicinity  of  the  District  of 
Columbia",  approved  September  7.  1950  (64 
Stat.  770),  and  "An  Act  making  supplemen- 
tal appropriations  for  the  support  of  the 
Government  for  the  fiscal  year  r>nding 
June  30,  1941.  and  for  other  purposes '.  ap- 
proved October  9.  1940  (54  Stat.  1030).  shall 
not  apply  to  the  operation  of  the  Metropoli- 
tan Washington  Airports,  and  the  Secretary 
shall  be  relieved  of  all  responsibility  under 
those  Acts. 

(b)  Inapplicability  of  Certain  Laws.— 
The  Metropolitan  Washington  Airports  and 
the  Airports  Authority  shall  not  be  subject 
to  the  requirements  of  any  law  solely  by 
reason  of  the  retention  by  the  United  States 
of  fee  simple  title  to  such  airports  or  by 
reason  of  the  authority  of  the  Board  of 
Review  under  section  1007(f). 

(c)  Police  Power.— The  Commonwealth 
of  Virginia  shall  have  concurrent  police 
power  authority  over  the  Metropolitan 
Washington  Airports,  and  the  courts  of  the 
Commonwealth  of  Virginia  may  exercise  ju- 


risdiction  over   Washington    National   Air- 
port. 

(d)  Planning.— 

(1)  In  general.— The  authority  of  the  Na- 
tional Capital  Planning  Commission  under 
section  5  of  the  Act  of  June  6.  1924  (40 
U.S.C.  7 Id)  shall  not  apply  to  the  Airports 
Authority. 

(2)  Consultation.— The  Airports  Author- 
ity shall  consult— 

(A)  with  the  National  Capital  Planning 
Commission  and  the  Advisory  Council  on 
Historic  Preservation  before  undertaking 
any  major  r.lterations  to  the  exterior  of  the 
main  terminal  at  Washington  Dulles  Inter- 
national Airport,  and 

(B)  with  the  National  Capital  Planning 
Commission  before  undertaking  develop- 
ment that  would  alter  the  skyline  of  Wash- 
ington National  Airport  when  vieweej  from 
the  opposing  shoreline  of  the  Potomac 
River  or  from  the  George  Washington  Park- 
way. 

(e)  Operation  Limitations.— 

(1)  High  density  rule.— The  Administra- 
tor may  not  increase  the  number  of  instru- 
ment flight  rule  takeoffs  and  landings  au- 
thorized for  air  carriers  by  the  High  Density 
Rule  (14  C.F.R.  93.121  et  seq.)  at  Washing- 
ton National  Airport  on  the  date  of  the  en- 
actment of  this  title  and  may  not  decrease 
the  number  of  such  takeoffs  and  landings 
except  for  reasons  of  safety. 

(2)  Annual  passenger  limitations.— The 
Federal  Aviation  Administration  air  traffic 
regulation  entitled  "Modification  of  Alloca- 
tion: Washington  National  Airport"  (14 
C.F.R.  93.124)  shall  cease  to  be  in  effect  on 
the  date  of  the  enactment  of  this  title. 

SEC.  lUK).  ACTHORITY  TO^  NECOTLATE  EXTENSION 
OF  LEASE. 

The  Secretary  and  the  Airports  Authority 
may  at  any  time  negotiate  an  extension  of 
the  lease  entered  into  under  section  1005(a). 

SEC  1»M   SEPARABILITV 

Except  as  provided  in  section  1007(h).  if 
any  provision  of  this  title  or  the  application 
thereof  to  any  person  or  circumstance  is 
held  invalid,  the  remainder  of  this  title  and 
the  application  of  such  provision  to  other 
persons  or  circumstances  shall  not  be  affect- 
ed thereby. 

SEC.  1012.  NONSTOP  FLIGHTS. 

A  person  may  not  operate  an  aircraft  non- 
stop in  air  transportation  between  Washing- 
ton National  Airport  and  another  airport 
that  is  more  than  1.000  statute  miles  away 
from  Washington  National  Airport. 

The  PRESIDING  OFFICER.  The 
Senate  will  please  be  in  order. 

The  Senator  will  suspend  until  the 
Senate  is  in  order. 

Senators  will  please  take  their  seats 
and  refrain  from  conversation.  The 
Senator  from  Virginia  is  entitled  to  be 
heard  in  support  of  his  amendment. 

Mr.  TRIBLE.  Mr.  President,  Senator 
Simon  and  Senator  Chafee  have  asked 
that  I  yield  to  them  briefly  so  that 
they  can  talk  about  another  matter. 
They  have  other  responsibilities  this 
evening.  Therefore,  I  yield  4  minutes 
of  my  time  to  Senator  Chafee. 

Mr.  DOMENICI.  How  much  time 
does  the  Senator  need  on  this  amend- 
ment, including  what  he  intends  to 
yield? 

Mr.  TRIBLE.  Forty  minutes  on  this 
side  would  be  ample. 

Mr.  CHAFEE.  Mr.  President,  would 
that  include  4  minutes  for  me  and  4 


minutes  for  the  Senator  from  Illinois? 
We  want  to  discuss  briefly  a  separate 
matter.  The  Senator  from  Illinois  has 
an  appointment. 

Mr.  TRIBLE.  I  will  be  content  with 
20  minutes,  and  I  will  yield  to  my  two 
distinguished  colleagues. 

Mr.  DOMENICI.  Mr.  President,  let 
me  suggest,  on  my  time  on  the  bill, 
that  I  do  not  mind  yielding  to  anyone 
on  matters  that  do  not  pertain  to  the 
amendment.  But  I  remind  Senators 
that  many  Senators  have  amend- 
ments, and  we  are  going  to  run  out  of 
time  on  the  bill  for  amendments  that 
are  in  order.  So  I  hope  we  do  not  make 
a  practice  of  this. 

At  this  point,  we  need  20  minutes  in 
opposition.  So  I  ask  unanimous  con- 
sent that  the  time  on  this  amendment 
be  limited  to  20  minutes  for  the  propo- 
nents and  20  minutes  for  the  oppo- 
nents, not  to  include  the  8  minutes  to ' 
the  two  Senators. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
The  Senator  from  Virginia. 
Mr.  TRIBLE.  Mr.  President,  without 
losing  my  right  to  speak  on  this 
amendment,  I  yield  to  the  Senator 
from  Rhode  Island  the  time  allotted 
by  the  manager  of  the  bill. 

The  PRESIDING  OFFICER.  The 
Senator  from  Rhode  Island  is  recog- 
nized. 

Mr.  CHAFEE.  Mr.  President,  one  of 
the  provisions  in  the  original  reconcili- 
ation package  was  an  increase  of  8 
cents  in  the  cigarette  excise  tax  which 
would  bring  the  total  tax  on  one  pack- 
age of  cigarettes  to  24  cents.  It  does 
not  earmark  the  revenues.  This  pro- 
posal would  decrease  the  deficit  by  ap- 
proximately $1-6  billion  in  fiscal  year 
1987  and  approximately  $5  billion  over 
the  next  3  years. 

The  substitute  package  before  us 
today  would  eliminate  this  increase  in 
the  excise  tax. 

Earlier  today  I  was  prepared  to  offer 
an  amendment  to  restore  the  8-cent 
increase  in  the  cigarette  excise  tax  re- 
ported out  of  the  Finance  Committee. 
I  have  decided  not  to  offer  that 
amendment  because  I  have  received  a 
letter  from  the  President  stating  that 
if  it  was  adopted  he  would  veto  the 
entire  reconciliation  bill. 

A  veto  of  the  reconciliation  bill 
would  force  us  to  vote  to  reduce  the 
deficit  through  a  Gramm-Rudman  se- 
questration order.  Such  an  across-the- 
board  cut  would  be  devastating  to 
many  important  programs. 

A  veto  would  also  mean  that  many 
of  the  provisions  in  this  bill  which 
make  positive  changes  to  meet  the 
needs  of  the  elderly,  disabled,  poor 
women,  and  children.  I  would  like  to 
outline  a  few  of  those  changes  for  my 
colleagues. 

The  package  includes  a  provision  to 
allow  States  to  provide  Medicaid  cov- 
erage for  poor,  elderly,  or  disabled  in- 
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dividuals  whose  income  is  up  to  100 
percent  of  the  Federal  poverty  level. 
This  proposal  will  insure  that  the 
health  care  safety  net  is  secure  for  the 
elderly  poor  and  disabled. 

We  were  also  able  to  include  a  pro- 
posal to  improve  the  delivery  of  prena- 
tal care  and  health  services  to  low- 
income  women  and  their  children. 
Under  current  law,  health  care  serv- 
ices offered  through  the  Medicaid  Pro- 
gram reach  fewer  than  one-half  of  all 
infants  living  in  poverty.  This  proposal 
will  begin  to  close  this  gap.  It  extends 
to  States  the  option  of  providing  pre- 
natal, delivery,  and  postpartum  care  to 
low-income  pregnant  women.  In  addi- 
tion, medical  assistance  can  be  provided 
for  low-income  infants  and  children 
under  6  years  of  age  in  families  living 
at  the  poverty  level  without  requiring 
that  they  also  meet  the  eligibility 
standards  for  aid  to  families  with  de- 
pendent children. 

It  has  been  estimated  that  half  the 
birth  defects  which  occur  in  this  coun- 
try could  be  prevented  through  proper 
prenatal  care.  Prenatal  services  can 
drastically  reduce  the  frequency  of 
low  birthweight  babies  who  are  40 
times  more  likely  than  other  infants 
to  die  within  the  first  year  and  who 
tend  to  suffer  a  wide  range  of  long 
term  health  problems.  This  proposal 
will  help  mitigate  these  problems. 

Another  situation  we  were  able  to 
address  is  the  rising  cost  of  the  part  A 
deductible.  Last  year  alone  the  part  A 
deductible  for  Medicare  increased  by 
an  unprecedented  23  percent— from 
$400  to  $492.  The  projected  increase 
for  1987  is  another  $80— which  would 
bring  the  first  day  deductible  to  $572. 
This  situation  has  caused  tremendous 
hardship  for  many  Medicare  benefici- 
aries. 

The  proposal  adopted  in  the  Finance 
Committee  would  cut  the  increase  in 
the  part  A  deductible  by  more  than 
one-half.  Instead  of  increasing  to  the 
projected  rate  of  $572  in  1987,  the  de- 
ductible would  increase  to  about  $520. 
It  would  also  slow  the  increase  in 
future  years. 

So,  Mr.  President,  I  do  not  desire  to 
endanger  the  passage  of  this  bill. 
There  are  too  many  good  provisions  in 
the  bill  and  it  does  move  us  down  the 
road  on  deficit  reduction. 

However,  I  want  to  make  it  clear  to 
my  colleagues  that  an  increase  in  the 
cigarette  excise  tax  is  the  least  diffi- 
cult decision  we  will  face  in  the 
coming  years.  This  is  a  fair  tax,  it  is  a 
user  fee  and  its  time  has  come. 

I  also  want  to  make  it  clear  that  I 
will  propose  this  cigarette  tax  again 
next  year,  and  next  year  it  will  pass. 
Why?  Because  we  will  be  facing  a  defi- 
cit reduction  target  of  $108  billion  and 
to  meet  that  target,  we  will  need  to 
achieve  an  extraordinary  amount  of 
spending  reductions  and  revenue  in- 
creases. I  strongly  believe  that  it 
would  be  unfair  to  cut  programs  like 


Medicaid  and  Medicare  rather  than  in- 
creasing a  tax  on  a  product  that  places 
such  enormous  costs  on  those  very 
same  programs. 

Although,  I  do  not  intend  to  offer 
my  amendment,  I  want  to  share  some 
information  on  the  issue  with  my  col- 
leagues. 

Each  of  us,  whether  a  smoker  or  not, 
pays  for  the  health  care  needs  of 
smokers— either  through  health  insur- 
ance premiums  or  taxes. 

According  to  the  Office  of  Technolo- 
gy Assessment,  cigarette  smoking  ac- 
counts for  $22  billion  in  medical  care 
costs  and  $43  billion  in  lost  economic 
productivity  annually.  Cigarette  smok- 
ing cost  taxpayers  $4.2  billion  through 
the  Medicare  and  Medicaid  programs. 

Dr.  Gerald  Oster,  an  economist  with 
Policy  Analysis,  Inc.  of  Boston,  testi- 
fied before  the  House  Ways  and 
Means  Committee  in  June  1985  that 
reimbursement  to  society  for  all  of 
these  costs  would  require  an  increase 
in  the  cigarette  tax  to  $3  per  package, 
and  reimbursement  for  medical  care 
costs  alone  would  require  an  increase 
in  the  tax  to  30  cents  a  package. 

Medical  evidence  of  the  incidence  of 
tobacco-related  diseases  among  users 
of  cigarettes  demonstrates  the  correla- 
tion between  smoking  and  increased 
health  care  costs.  An  increased  Feder- 
al excise  tax  on  cigarettes  is  a  tax  im- 
posed on  tobacco  users  for  the  result- 
ing excess  health  care  costs  they 
impose  on  our  health  care  system. 

All  of  us  clearly  have  an  interest  in 
promoting  better  health  in  the  general 
population,  the  long-term  benefits  for 
federally  funded  health  care  programs 
are  clear.  In  these  times  of  fiscal  aus- 
terity, we  must  closely  examine  the 
health  care  costs  imposed  on  taxpay- 
ers by  tobacco  users.  The  deficit  is  in- 
creasing and  health  care  spending  ac- 
counts for  a  major  portion  of  the  Fed- 
eral budget.  It  is  fair  to  ask  smokers  to 
contribute  more  for  the  costs  they 
impose  on  our  health  care  programs. 

Not  only  is  an  increased  excise  tax 
on  this  product  fair,  but  it  will  also 
help  discourage  smoking. 

In  the  Tax  Equity  and  Fiscal  Re- 
sponsibility Act  [TEFRA],  Congress 
doubled  the  excise  tax  on  cigarettes 
from  8  to  16  cents.  In  "Cigarette  Tax- 
ation: Doing  Good  by  Doing  Well," 
author  Kenneth  Warner  stated  that 
the  doubling  of  the  excise  tax  caused 
l'/«  million  adult  Americans  to  stop 
smoking  and  one-half  of  a  million 
teenagers  to  stop  or  not  start  smoking. 
Teenage  smoking  decreased  by  14  per- 
cent. Adult  smoking  decreased  by  4 
percent. 

By  helping  to  discourage  smoking, 
an  increased  excise  tax  will  help  im- 
prove the  overall  health  of  the  coun- 
try. Cigarette  smoking  is  the  No.  1  pre- 
ventable cause  of  death  and  disability 
in  this  country.  Over  350,000  die  of 
smoking  related  diseases  annually;  9 
million    people    suffer    from    chronic 
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smoking. 

There  are  those  who  say  that  smok- 
ing is  a  decision  each  of  us  should 
make  and  that  Congress  should  not  be 
attempting  to  influence  these  deci- 
sions through  an  excise  tax.  However, 
there  are  some  personal  decisions 
which  have  a  great  impact  on  all  of  so- 
ciety—smoking falls  into  this  category. 
It  creates  an  increased  demand  on  our 
health  care  system,  much  of  which  is 
subsidized  by  the  Federal  Govern- 
ment. All  of  us,  whether  we  smoke  or 
not,  pay  for  the  health  care  needs  of 
smokers— either  through  insurance 
premiums  or  our  taxes. 

Last  year,  I  held  a  hearing  on  the 
issue  of  an  increase  in  the  cigarette 
excise  tax  in  the  Subcommittee  on 
Taxation  and  Debt  Management  of 
the  Finance  Committee.  It  was  clear 
from  those  hearings  that  there  is  a 
great  deal  of  support  for  an  increase  in 
the  excise  tax  from  a  wide  variety  of 
health  organizations. 

I  ask  unanimous  consent  that  a  list 
of  these  organizations  be  inserted  in 
the  Record  at  this  point: 

There  being  no  objection,  the  list 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Ad  Hoc  Group  for  a  32  Cent  Federal 
Cigarette  Excise  Tax 

1.  American  Heart  Association.— One  of 
the  largest  voluntary  health  agencies  in  the 
United  States,  and  the  only  such  agency 
that  devotes  all  of  its  resources  to  the  goal 
of  reducing  premature  death  and  disability 
due  to  cardiovascular  disease  and  stroke. 

2.  American  Lung  Association.— The  na- 
tion's oldest  voluntary  health  organization, 
committed  to  the  prevention  and  control  of 
lung  disease. 

3.  American  Cancer  Society.— The  world's 
largest  voluntary  health  agency,  devoted  to 
research,  education,  and  service  to  the 
cancer  patient,  with  over  2.3  million  mem- 
bers. 

4.  American  Public  Health  Association.— 
An  association  of  over  50,000  community 
health  leaders  and  health  professionals 
working  for  the  public  health. 

5.  American  Association  of  Retired  Per- 
son5.— The  largest  organization  representing 
older  persons,  with  18  million  members; 
committed  to  advocacy  and  programs  to 
meet  the  needs  of  the  older  population. 

6.  Association  of  State  &  Territorial 
Health  Officials.— The  professional  organi- 
zation representing  the  chief  health  offi- 
cials of  every  state  and  territory  in  the  U.S. 

7.  Children's  Defense  Fund.— A  national 
public  charity  that  provides  a  strong  and  ef- 
fective voice  for  children  and  adolescents, 
particularly  those  from  poor  and  minority 
families,  in  public  forums. 

8.  National  Board,  Young  Women's  Chris- 
tian Association  (YWCAf  of  The  U.S.A.— An 
organization  of  2.5  million  members  and 
participants  working  to  promote  equity,  jus- 
tice, peace,  freedom  and  dignity  for  all 
people,  but  particularly  for  women  and 
girls. 

9.  National  Council  on  the  Aging,  Inc.— A 
national  organization  representing  providers 
of  services  to  the  elderly  which  serves  as  a 
principal  advocate  for  issues  of  concern  to 
our  older  population. 
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10.  National  Association  of  Elementary 
School  Principals.— A  professional  organiza- 
tion serving  more  than  22,000  elementary 
and  middle  school  principals  in  the  United 
States  and  overseas,  and  believing  that  the 
progress  and  well-being  of  the  child  must  be 
at  the  forefront  of  all  elementary  and 
middle  school  plans  and  operations. 

11.  American  Association  of  Dental 
Schools.— An  organization  representing  all 
sixty  dental  schools  in  the  United  States, 
their  faculties  and  students,  and  their 
dental  hygiene  and  hospital-based  residency 
programs. 

12.  American  Diabetes  Association.— A  na- 
tional voluntary  health  organization  whose 
two-fold  mission  is  to  search  for  a  preven- 
tive and  cure  for  diabetes  and  to  improve 
the  well-being  of  all  people  who  have  diabe- 
tes and  their  families:  consisting  of  220,000 
members,  6,400  professional  members,  58  af- 
filiates, and  700  chapters. 

13.  American  Medical  Student  Associa- 
tion.—Ain  independent  organization  of  more 
than  30,000  medical  students  committed  to 
improvement  of  medical  education  and  en- 
suring access  to  quality  health  care  services. 

14.  Adventist  Health  Network.— People 
who  enjoy  helping  others,  through  educa- 
tion and  direct  assistance,  in  800  centers 
connected  with  Adventists  churches  and 
schools  across  the  country. 

15.  American  Association  of  Preferred  Pro- 
vider Organizations.- A  professional  asso- 
ciation of  competitive  alternative  health 
care  delivery  systems. 

16.  Association  of  American  Cancer  Insti- 
tutes.—Al\  59  privately  and  publicly  funded 
cancer  centers  across  the  country,  providing 
research,  care  and  teaching. 

17.  Joint  Council  of  Allergy  and  Immunol- 
ogy.—Is  comprised  of  the  American  Acade- 
my of  Allergy  &  Immunology,  the  American 
College  of  Allergists,  and  the  American  As- 
sociation for  Clinical  Immunology  and  Al- 
Ir-rgy,  and  represents  the  specialty  of  immu- 
nology in  the  socio-economic  and  political 
spheres. 

18.  Asthma  &  Allergy  Foundation  of  Amer- 
ica.—A  nationwide  network  of  over  100 
chapters  and  support  groups  and  tens  of 
thousands  of  concerned  individuals  banded 
together  with  a  common  mission  to  eradi- 
cate asthma  and  allergic  diseases. 

19.  American  Gastroenterological  Associa- 
tion.—i.OQO  physicians  concerned  with  di- 
gestive diseases. 

20.  Center  for  Science  in  the  Public  Inter- 
est.—A  consumer  advocacy  membership  or- 
ganization that  seeks  to  improve  national 
policies  with  regard  to  health  and  nutrition. 

21.  Association  of  Schools  of  Public 
//ean/i.— Representing  the  23  accredited 
graduate  schools  of  public  health  in  the 
United  States. 

22.  National  Tax  Equality  Association.— A 
business  coalition  examining  current  tax 
reform,  with  1,500  business  members. 

23.  American  Association  of  Respiratory 
Care.— A  27.000  member  professional  asso- 
ciation for  respiratory  therapy  practitioners 
across  the  country. 

24.  American  Academy  of  Otolaryngology- 
Head  &  Neck  Surgery,  Inc.— A  professional 
association  concerned  with  ear,  throat,  nose, 
head  and  neck  surgery,  with  approximately 
7,500  members. 

25.  American  College  of  Osteopathic  Pedi- 
atricians.—A  professional  organization  of 
osteophathic  physicians  providing  care  to 
children. 

26.  Association  of  Junior  Leagues.— An 
international  women's  volunteer  organiza- 
tion with  244  member  leagues  in  the  U.S. 


representing  approximately  149,000  individ- 
ual members,  promoting  the  solution  of 
community  problems  through  voluntary  cit- 
izen involvement,  and  training  members  to 
be  effective  voluntary  participants  in  their 
communities, 

27.  National  Perinatal  Association.— An 
interdisciplinary  organization  of  profession- 
als providing  health  care  to  infants  and 
pregnant  women. 

28.  American  Academy  of  Otolaryngic  Al- 
lergy.—An  organization  of  physicians  spe- 
cializing in  the  treatment  of  the  ears,  nose, 
throat  and  related  structures  of  the  head 
and  neck,  with  1,200  members. 

29.  American  Society  of  Clinical  Oncolo- 
gy.—^.500  clinical  oncologists  specializing  in 
the  treatment  of  cancer. 

30.  American  Nurses  Association..— The 
largest  professional  association  representing 
registered  nurses  in  the  country,  with 
185,000  members. 

31.  American  Society  of  Internal  Medi- 
cine.— Representing  20,000  physicians  who 
specialize  in  internal  medicine,  and  are  con- 
cerned with  the  socioeconomics  of  medical 
care  delivery. 

32.  National  Association  of  Children's 
Hospitals  and  Related  Institutions 
INACHRU.— Represents  90  children's  hospi- 
tals in  the  United  States  and  Canada.  Its 
goal  is  to  serve  as  an  advocate  for  improved 
child  health  and  the  delivery  of  comprehen- 
sive quality  health  services  for  all  children. 

33.  American  College  of  Chest  Physi- 
cians.—Is  a  professional  medical  specialty 
society  representing  more  than  11.000  phy- 
sicians, scientists  and  educators  specializing 
in  pulmonary  and  cardiovascular  diseases. 

34.  American  Council  on  Science  and 
Health  lACSH J.— Is  a  national  consumer 
education  association  directed  and  advised 
by  a  panel  of  scientists  from  a  variety  of  dis- 
ciplines. ASCH  is  committed  to  providing 
consumers  with  scientifically  balanced  eval- 
uations of  issues  relating  food,  chemicals, 
the  environment  and  health. 

35.  American  Academy  of  Pediatrics.— An 
organization  of  27,000  pediatricians  dedicat- 
ed to  the  health,  safety  and  well-being  of  in- 
fants, children  and  adolescents  in  North, 
Central  and  South  America. 

36.  The  United  Methodist  Church.  Depart- 
ment of  Human  Welfare.— The  United 
Methodist  Church,  has  9.5  million  members; 
the  Department  of  Human  Resources  is  re- 
sponsible for  the  Church's  positions  on 
issues  of  public  health  and  policy. 

37.  American  Licensed  Practical  Nurses' 
Association— A  professional  association  of 
more  than  3,000  licensed  practical  and  voca- 
tional nurses  who  provide  bedside  nursing  in 
settings  including  nursing  homes,  hospitals, 
clinics,  and  community  health  centers. 

38.  American  College  of  Cardiology.— A 
14,000  member,  non-profit  professional  med- 
ical society  and  teaching  institution,  dedi- 
cated to  ensuring  optimal  care  for  persons 
with  cardiovascular  disease  or  those  with 
the  potential  of  developing  cardiovascular 
disease,  and  through  education  and  socio- 
economic activities,  to  contributing  signifi- 
cantly to  prevention  of  cardiovascular  dis- 
ease. 

39.  American  Nephrology  Nurses'  Associa- 
tion.—An  organization  representing  ap- 
proximately 3,000  registered  professional 
nurses  and  allied  health  professionals  in- 
volved in  all  modalities  of  care  and  treat- 
ment, including  hemodialysis,  peritoneal  di- 
alysis, and  transplantation,  of  patients  with 
renal  disease. 

40.  National  Alliance  of  Senior  Citizens, 
Inc.— A  national  membership  organization 


which  focuses  its  attention  on  major  issues 
facing  older  Americans:  it  is  moderate  to 
conservative  in  political  philosophy,  and  has 
a  membership  of  more  than  3.5  million  per- 
sons. 

41.  Terri  Gotthelf  Lupus  Research  Insti- 
tute.—Founded  as  a  national  research  center 
for  the  support  and  coordination  of  re- 
search and  education  on  lupus  and  related 
immune  system  disorders. 

42.  American  Medical  Association.— A  vol- 
untary society  of  physicians  founded  to  pro- 
mote and  improve  the  science  and  art  of 
medicine  and  the  t>etterment  of  public 
health.  With  approximately  250,000  mem- 
bers, the  AMA's  varied  activities  are  direct- 
ed toward  achieving  excellence  among  phy- 
sicians and  assuring  the  American  public  of 
the  highest  quality  medical  care  possible. 

43.  American  College  of  Obstetricians  and 
Gynecologists.— A  non-profit  organization 
representing  over  26,000  obstetricians  and 
gynecologists  dedicated  to  the  health  of 
mothers  and  infants. 

44.  American  College  of  Physicians.— The 
College  represents  over  60,000  doctors  of  in- 
ternal medicine,  subspecialists.  and  physi- 
cians-in-training: the  membership  includes 
private  practitioners  delivering  primary 
health  care:  medical  specialists  in  such 
fields  as  gastroenterology,  endrocrinology 
and  cardiology:  medical  educators;  and  re- 
searchers 

45.  United  States  Conference  of  Local 
Health  Officers.— A  national  organization 
representing  the  interests  of  local  health 
department  officials. 

46.  American  Speech-Language-Hearing 
i4ssoctariOTi.— Represents  over  47.000 
speech-language  pathologists  and  audiolo- 
gists  nationwide  who  provide  services  and 
conduct  research  and  training,  in  the  area 
of  communication  disorders. 

47.  COSSMHO  (The  National  Coalition  of 
Hispanic  Health  and  Human  Sendees  Orga- 
nizations/.-COSSMHO  is  the  only  national 
Hispanic  organization  with  a  focus  on 
health  and  human  services.  It  is  a  cross-cul- 
tural, multi-disciplinary  network  of  organi- 
zational and  individual  members  in  Hispanic 
communities  in  more  than  220  urban  and 
rural  sites  in  32  states,  the  District  of  Co- 
lumbia, and  Puerto  Rico. 

Mr.  CHAFEE.  Mr.  President,  1  have 
talked  generally  about  the  health  risks 
involved  with  cigarette  smoking,  I'd 
like  to  take  a  moment  to  be  more  spe- 
cific. 

SMOKING  FACTS 

First.  Over  350.000  Americans  die 
each  year  of  the  effects  of  cigarette 
smoking:  that  is  1,000  every  day. 

Second.  Cigarette  smoking  costs  our 
society  in  excess  of  $41  billion  annual- 
ly in  health  care  costs,  lost  work  time, 
and  lost  productivity. 

Third.  More  than  one  out  of  every 
seven  deaths  in  this  country  are  smok- 
ing related. 

Fourth,  Some  80  percent  of  all  lung 
cancer  deaths  in  this  country  are 
caused  by  smoking. 

Fifth.  Cigarette  smoking  causes  one- 
third  of  all  heart  disease  deaths  in  this 
country  and  heart  disease  accounts  for 
nearly  one-half  of  all  deaths. 

Sixth.  Perhaps  almost  10  percent  of 
all  persons  now  alive— or  24  million 
Americans— may  die  prematurely  of 
heart  disease  attributable  to  cigarette 
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smoking,  unless  smoking  habits  are 
changed. 

Seventh.  Children  of  smoking  par- 
ents have  an  increased  risk  of  bronchi- 
tis and  pneumonia  early  in  life  and 
seem  to  have  a  small  but  measurable 
difference  in  the  growth  of  lung  func- 
tions. 

Eighth.  Maternal  smoking  during 
pregnancy  significantly  increases  the 
risk  of  spontaneous  abortion,  miscar- 
rige,  bleeding  during  pregnancy,  still- 
birth, and  sudden  infant  death  syn- 
drome. 

These  are  just  some  of  the  health 
risks  associated  with  cigarette  smok- 
ing. And  all  of  them  cost  the  Federal 
Government  money.  They  either  cost 
the  Government  money  directly 
through  programs  like  Medicare  and 
Medicaid,  or  through  increased  premi- 
ums in  private  health  insurance  for 
which  we  provide  a  tax  deduction. 

Why  is  it  argued  that  it  is  wrong  to 
ask  those  individuals  who  smoke  to 
pay  a  little  more— just  8  cents  more 
per  package— for  the  costs  they  impose 
on  the  rest  of  us? 

One  objection  to  raising  the  excise 
tax  is  that  it  is  regressive— that  is  it  af- 
fects the  poor,  minorities,  and  the  el- 
derly more  than  other  groups.  Re- 
search by  Dr.  Jeffery  Harris  of  the 
Massachusetts  Institute  of  Technology 
indicates,  however,  that  low-income 
Americans  smoke  less  than  middle- 
income  Americans.  Professor  Harris 
also  finds  that  older  Americans  have 
much  lower  smoking  rates  than  the 
general  population.  He  also  found  that 
in  considering  the  number  of  ciga- 
rettes smoked  per  day.  the  actual 
dollar  burden  of  a  cigarette  tax  in- 
crease is  greater  for  whites  than  for 
blacks  in  every  income  category. 

These  findings  are  confirmed  by  the 
1979  Surgeon  General's  report  on 
smoking  and  health.  That  report  docu- 
mented that  smoking  rates  among 
males  are  highest  among  middle- 
income  levels,  while  smoking  rates  for 
women  rise  steadily  with  income.  The 
poorer  the  woman,  the  less  likely  she 
is  to  smoke. 

In  short,  the  cigarette  tax  falls  most 
heavily  on  people  who  are  well  able  to 
afford  it. 

If  we  look  at  cigarette  excise  taxes 
from  a  historical  perspective  the  in- 
crease we  are  proposing  in  this  amend- 
ment is  clearly  not  extreme.  Inflation 
has  resulted  in  a  reduction  in  cigarette 
taxes  in  real  terms  and  as  a  percentage 
of  the  price  of  cigarettes.  The  Federal 
excise  tax  was  increased  only  twice 
during  the  post-war  period:  from  7 
cents  per  pack  in  1950  to  8  cents  in 
1951;  and  from  8  cents  to  16  cents  in 
1982.  This  translates  to  a  decline  in 
the  tax  rate  measured  in  1984  dollars 
from  37.5  cents  in  1946  to  8.6  cents  in 
1982,  followed  by  an  increase  to  16 
cents  in  1984.  The  Federal  tax-as  a 
percentage  of  the  price  per  package  of 
cigarettes— declined  from  42.2  percent 


to  10.7  percent  between  1947  and  1982; 
it  now  stands  at  16.6  percent,  about 
the  same  rate  as  in  1975. 

Now.  Mr.  President,  another  argu- 
ment we  will  be  listening  to  today  is 
that  an  increase  in  the  excise  tax  will 
signal  the  death  knell  of  the  tobacco 
farmer.  No  one  who  supports  an  in- 
crease in  the  excise  tax  wants  to  see 
these  farmers  bankrupt. 

But,  the  fact  is  that  consumption 
will  continue  to  decrease  without  this 
amendment— although  probably  at  a 
slower  rate.  I  don't  think  that  we  can 
in  good  conscience,  especially  in  these 
days  of  tremendous  deficits,  vote  on 
this  issue  based  on  a  desire  to  continue 
encouraging  the  production  of  a  prod- 
uct that  results  in  such  huge  health 
care  costs  to  the  Federal  Government. 

President  Reagan  has  written  to  the 
majority  leader  stating  that  he  is 
strongly  opposed  to  the  reconciliation 
targets  being  achieved  through  an  in- 
crease in  Federal  excise  taxes.  Indeed, 
he  says  in  his  letter  written  today,  ad- 
dressed to  the  majority  leader,  "In 
order  that  there  can  be  no  misunder- 
standing concerning  my  views,  I  assure 
you  that  I  will  not  sign  a  budget  recon- 
ciliation bill  that  includes  any  new  in- 
crease in  cigarette  excise  taxes." 

Because  we  have  a  package  here 
which  includes  many  things  that  are 
favorable— prenatal  care  and  health 
services  to  low-income  working  women 
and  their  children,  postpartum  care  to 
low-income  pregnant  women,  and  a 
host  of  measures  such  as  that— I  am 
not  going  to  proceed  with  an  amend- 
ment that  would  restore  the  cigarette 
tax.  But  I  will  say  that  in  future  years 
we  will,  because  I  think  that  tax 
should  be  incorporated. 

Mr.  President,  I  ask  unanimous  con- 
sent to  have  the  letter  from  the  Presi- 
dent printed  in  the  Record. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

The  White  House, 
Washington,  September  19,  1986. 
Hon.  Bob  Dole. 
Majority  Leader.  U.S.  Senate, 
Washington,  DC. 

Dear  Bob:  I  am  writing  to  express  my  con- 
cern about  proposals  that  are  now  being 
considered  to  achieve  budget  reconciliation 
targets  through  an  increase  in  Federal 
taxes.  Specifically,  the  Senate  reconciliation 
bill,  S.  2706.  as  reported,  would  increase  the 
Federal  excise  tax  on  cigarettes  from  16 
cents  to  24  cents  per  pack.  As  I  have  stated 
on  many  occasions,  I  cannot  support  this  or 
any  other  tax  increase. 

In  order  that  there  can  be  no  misunder- 
standing concerning  my  views.  I  assure  you 
that  I  will  not  sign  a  budget  reconciliation 
bill  that  includes  any  new  increase  in  ciga- 
rette excise  taxes. 
Sincerely. 

Ronald  Reagan. 

Mr.  TRIBLE.  Mr.  President,  without 
yielding  the  floor,  I  now  yield  to  Sena- 
tor Simon  to  use  the  time  allotted  gen- 
erously by  the  manager  of  the  bill. 


The  PRESIDING  OFFICER.  The 
Senator  from  Illinois  is  recognized. 

Mr.  SIMON.  I  thank  my  colleague 
for  his  courtesy.  Mr.  President,  up 
until  an  hour  ago,  I  planned  to  offer 
an  amendment  increasing  the  ciga- 
rette tax.  Senator  Chafee  showed  me  a 
letter  that  was  signed  by  the  Presi- 
dent, to  Senator  Dole,  saying  that  he 
would  veto  the  bill  if  that  were  in 
there. 

Frankly,  I  find  the  President's 
action  incredible  and  irresponsible.  It 
is  incredible  and  irresponsible  for  two 
reasons. 

One  reason  is  that,  fiscally,  you  are 
talking  in  the  next  3  years  about  the 
loss  of  $5  billion  in  revenue  which  we 
can  ill-afford  to  lose. 

Second,  why  are  the  cigarette  com- 
panies so  concerned  about  this?  It  is 
not  you  and  me,  not  people  our  ages. 
It  is  teenagers.  Every  study  shows  that 
the  teenage  population  is  very  sensi- 
tive to  price.  As  of  right  now,  only 
about  21  percent  of  18-year-olds  are 
smoking.  The  Harvard  study  shows 
clearly  that  if  you  put  this  tax  on, 
there  will  be  a  decline  in  teenage 
smoking. 

I  join  the  Senator  from  Rhode 
Island  in  hoping  that  soon  we  will 
move  on  this,  both  for  the  economic 
health  of  this  Nation  and  for  the 
physical  health  of  this  Nation. 

Here  is  an  easy  way  to  get  more  rev- 
enue and  at  the  same  time  protect  the 
future  of  our  country. 

I  yield  back  the  remainder  of  my 
time. 

Mr.  FORD.  Mr.  President,  I  am 
pleased  that  my  colleagues  have  decid- 
ed not  to  offer  this  amendment.  Just  6 
months  ago  this  body  doubled  the  cig- 
arette excise  tax  from  8  cents  to  16 
cents.  Now  we  would  be  asking  the 
same  industry  for  another  8  cents.  We 
would  be  asking  that  the  101,000  farm 
families  in  Kentucky  who  depend 
upon  tobacco  for  their  very  livelihood 
bear  the  burden  of  deficit  reduction 
not  for  1  fiscal  year,  but  for  2  in  a  row. 
It  would  not  be  fair;  it  would  not  be 
right;  it  would  not  be  necessary. 

We  just  enacted  the  Tobacco 
Reform  Act  this  year— a  no  net  cost  to 
the  Government  program  that  is 
working  to  ensure  that  tobacco  farm- 
ers in  Kentucky  and  across  this  Nation 
will  not  go  under,  and  that  the  Gov- 
ernment will  not  bear  the  loss  of  ware- 
housed tobacco.  As  a  part  of  that 
package,  the  tobacco  industry  agreed 
not  to  fight  the  doubling  of  the  ciga- 
rette tax  earlier  this  year.  And  we  all 
believed  that  the  issue  had  been  put  to 
rest.  Had  this  amendment  been  of- 
fered we  would  have  found  ourselves 
back  where  we  started.  My  colleagues 
would  be  saying  to  the  farmers  in  my 
State:  'We  don't  approve  of  your  busi- 
ness and  we  are  going  to  tax  it  out  of 
existence." 
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First,  the  new  tobacco  program  has 
only  been  in  effect  for  5  months— and 
it  is  working.  Only  5  percent  of  the  to- 
bacco going  to  market  is  going  under 
loan,  compared  to  27  percent  at  this 
time  last  year. 

Second,  that  means  farmers  are  sell- 
ing more  tobacco.  Maybe  now,  some  of 
them  will  be  able  to  pay  off  their  Gov- 
ernment loans  instead  of  defaulting. 
Sure,  you  can  get  some  easy  revenue 
by  raising  the  tax,  but  you  will  lose 
that  revenue  on  the  other  end  when 
these  farmers  can't  pay  their  loans. 

Third,  tobacco-producing  States  tra- 
ditionally have  some  of  the  lowest  de- 
linquency rates  on  PmHA  loans.  But  if 
this  tax  were  raised,  the  companies 
will  buy  more  foreign  tobacco  because 
it  is  cheaper.  That  means  American 
farmers  will  have  less  income,  and 
those  delinquency  rates  will  go  up. 

These  farmers  are  hard-working 
people  •  •  •  they  are  not  asking  for  a 
handout.  Only  5  months  ago,  they 
took  a  30-cent  cut  in  the  support  price 
to  keep  their  program  alive.  Then 
they  took  a  Gramm-Rudman  cut  on 
top  of  that. 

It  is  not  fair  to  continue  to  call  on 
the  same  industry— an  industry  that 
grows  and  produces  a  legal  product 
which  contributes  millions  of  dollars 
to  our  economy— to  bear  the  burden  of 
deficit  reduction.  The  compromise 
before  us  represents  a  more  fair  and 
equitable  way  of  reducing  the  deficit 
and  I  am  pleased  my  colleagues  will 
not  offer  their  amendment. 

Mr.  McCONNELL.  Mr.  President,  I 
was  prepared,  as  was  my  distinguished 
colleague  Senator  Ford,  to  debate  a 
cigarette  excise  tax  incresise  amend- 
ment as  long  as  was  necessary.  I  appre- 
ciate that  President  Reagan,  in  a  short 
letter,  stated  the  argument  against  a 
tax  increase  far  more  eloquently  than 
I  could  have. 

I  wish  to  thank  my  friends.  Senator 
Chafee  and  Senator  Simon,  for  not  of- 
fering a  cigarette  tax  increase  amend- 
ment. Their  feelings  on  this  issue  are 
well  intentioned,  but  I  thank  them  for 
delaying  the  inevitable  debate  to  an- 
other day.  I  must  say,  Mr.  President, 
that  I  have  a  much  different  view  of 
the  excise  tax  debate  and  I  believe 
that  my  colleagues  deserve  to  hear  an- 
other side  of  the  issue  even  though  an 
amendment  was  not  offered. 

In  last  year's  budget  reconciliation 
bill,  a  number  of  Senators  from  tobac- 
co-producing States  reluctantly  agreed 
to  a  permanent  increase  in  the  ciga- 
rette excise  tax  from  8  cents  to  the 
current  16  cents  in  order  that  a  com- 
prehensive tobacco  program  reform 
package  might  be  included  in  the  rec- 
onciliation instructions.  The  reforms 
were  eventually  enacted,  as  was  the  8- 
cent  increase  in  the  cigarette  excise 
tax.  An  8-cent  increase,  Mr.  President. 
A  100-percent  tax  increase  over  the 
previous  level,  Mr.  President. 


And  here  again,  only  5  months  later 
and  another  cigarette  excise  tax  in- 
crease proposal  was  considered  as  a 
possible  amendment  to  reconciliation. 
I  ask  my  colleagues:  How  much  blood 
can  you  get  from  a  turnip?  Excise 
taxes  already  provide  over  $9.1  billion 
to  Federal,  State,  and  local  treasuries 
annually.  And  now,  here  was  another 
effort  to  raise  taxes  on  cigarettes 
again,  when  34  percent  of  the  retail 
cost  of  the  product  is  already  tax. 

Presumably,  this  tax  increase  would 
have  been  proposed  as  a  revenue  raiser 
to  lessen  the  need  for  spending  reduc- 
tions to  meet  Gramm-Rudman-Hol- 
lings  deficit  targets.  I  say  to  my  col- 
leagues, perhaps  we  need  to  look  some- 
where else,  if  we  are  sincerely  commit- 
ted to  dealing  with  the  deficit  prob- 
lem. Let  me  quote  a  GAO  staff  study 
on  consumption  taxes: 

With  the  exception  of  taxes  on  motor 
fuels,  no  product  subject  to  excise  taxes  is 
large  enough  to  produce  the  sizable  reve- 
nues that  would  be  required  to  materially 
reduce  the  deficit.  Accordingly,  if  consider- 
ably more  revenue  is  wanted  from  excises, 
new  taxes  must  be  devised. 

So  there  you  have  it,  Mr.  President. 
An  independent  agency  which  has 
never  been  a  friend  to  the  tobacco  in- 
dustry has  concluded  that  an  increase 
in  the  cigarette  excise  tax  is  ineffec- 
tive in  dealing  with  the  deficit  prob- 
lem. Furthermore,  every  poll  from 
every  source  I  have  seen  shows  that 
Americans  are  summarily  opposed  to 
tax  increases  to  reduce  the  deficit.  So 
there  appears  to  be  little  enthusiasm 
among  the  American  people  for  insti- 
tuting a  new  excise  tax.  Certainly. 
Ronald  Reagan  has  made  his  inten- 
tions very  clear.  Mr.  President,  the 
plain  truth  of  the  matter  is  that  the 
proponents  of  the  cigarette  tax  in- 
crease are  again  dragging  up  the 
health  issue  and  are  covering  it  up 
with  the  smoke  of  the  budget  deficit. 

This  is  not  a  health  debate.  It  is  an 
economic  debate.  If  a  tax  increase  of 
the  magnitude  considered  by  Senators 
Chafee  and  Simon  is  eventually  ap- 
proved by  the  Congress,  States,  and  lo- 
calities will  find  themselves  confront- 
ed with  lost  revenues  of  $144.3  million 
in  the  first  year.  On  the  one  hand,  we 
in  Washington  tell  States  they  will  be 
required  to  assume  a  greater  role  in 
the  management  of  government  pro- 
grams, yet,  by  a  single  preemptive 
action,  we  could  have  made  it  more 
difficult  for  them  to  afford  to  do  so. 
Historically,  Mr.  President,  the  Feder- 
al Government  has  largely  shied  away 
from  excise  tax  increases  because  such 
taxes  are  a  primary  revenue-raising 
measure  for  State  and  localities.  Unbe- 
lievably, here  we  go  again,  apparently 
set  to  raise  Federal  excise  taxes  at  the 
expense  of  State  and  local  govern- 
ments, only  because  we  in  the  Con- 
gress can't  find  the  political  courage  to 
make  difficult  spending  reduction  de- 
cisions. 


Moreover,  enactment  of  an  increased 
cigarette  excise  tax  will  cost  Kentucky 
farmers  nearly  $40  million  annually. 
That  is  right.  $40  million.  I  say  to  my 
colleagues  that  this  is  $40  million 
right  out  of  farmers'  pockets  after 
they  were  forced  to  absorb  a  20-per- 
cent reduction  in  the  tobacco  price 
support  level  to  make  our  tobacco 
more  competitive  in  the  world  market- 
place. No  other  commodity  group  has 
been  required  to  take  an  immediate 
prices  support  reduction— not  one,  Mr. 
President.  And  our  thanks  to  these 
farmers  who  were  willing  to  sacrifice 
price  for  competitiveness  is  that  their 
beloved  Federal  Government  is  going 
to  enact  legislation  which  will  cost 
them  more  money. 

The  Senate  Agriculture  Committee 
yesterday  heard  testimony  about  the 
current  plight  of  the  Farm  Credit 
System  which  illuminated  quite  clear- 
ly just  how  bad  the  farm  economy  is 
in  parts  of  the  United  States.  Ken- 
tucky has  largely  been  spared  from 
the  kind  of  economic  pain  which  has 
devastated  the  Midwest,  not  because 
Kentucky  farmers  are  necessarily 
better  farmers,  but  because  production 
of  tobacco  has  provided  a  stable  source 
of  income.  I  want  my  colleagues  to 
clearly  understand  the  implications  of 
an  increase  in  the  cigarette  excise  tax. 
It  has  a  direct,  negative,  monetary 
effect  on  the  livelihood  of  Kentucky 
family  farmers.  The  very  stake  of  the 
rural  Kentucky  economy  is  dependent 
on  a  viable  tobacco  industry. 

To  the  best  of  my  knowledge,  no  one 
has  advocated  making  tobacco  illegal. 
People  are  going  to  smoke  cigarettes. 
Given  those  two  facts,  it  seems  a  little 
unreasonable  that  tobacco  growers 
should  be  subjected  to  an  endless 
stream  of  attacks  against  them.  This  is 
a  very  serious  issue  for  my  Kentucky 
tobacco  farmers:  continual  attempts  to 
increase  cigarette  excise  taxes  are  a 
very  real  threat  to  their  livelihoods. 
The  Senate,  though  not  tonight,  will 
sometime  be  in  a  position  to  once  and 
for  all  put  an  end  to  the  proposition 
that  every  time  we  need  a  few  billion 
dollars  we're  going  to  hit  tobacco 
farmers  again. 

Mr.  President,  this  goose  has  laid 
just  about  all  the  golden  eggs  she  has. 
Cigarette  excise  taxes  have  long  since 
ceased  to  be  the  great  Federal  revenue 
raiser  the  Congress  needs  to  cope  with 
the  burgeoning  Federal  budget  deficit. 
Raising  cigarette  excise  taxes  accom- 
plishes nothing  other  than  to  drive  an- 
other nail  in  the  coffin  of  the  Ken- 
tucky tobacco  grower. 

AMENDMENT  NO.  28S4 

Mr.  TRIBLE.  Mr.  President,  on 
behalf  of  myself  and  Senator  Warner, 
I  have  offered  an  amendment  to  the 
amendment  that  would  ratify  Senate 
action  taken  earlier  this  year. 
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It  would  provide  for  the  transfer  of 
Washington  National  and  Dulles  Air- 
ports to  a  local  authority. 

Since  the  Senate  debated  this  issue 
for  9  days  and  approved  the  bill  over- 
whelmingly. I  will  not  dwell  on  the 
merits. 

Quite  simply,  the  Senate  agreed  that 
the  only  practical  way  to  modernize 
and  expand  these  facilities  was  to 
transfer  the  airports  to  a  local  author- 
ity. 

Regrettably,  the  House  of  Repre- 
sentatives is  unable  to  act  in  a  timely 
fashion  on  this  transfer  legislation. 
The  Transportation  Subcommittee 
has  acted,  but  the  bill  is  encumbered 
by  two  issues— the  buying  and  selling 
of  slots,  and  the  perimeter  controver- 
sy. 

To  ensure  prompt  action,  we  are 
taking  those  peripheral  issues  away 
from  this  bill,  and  we  are  offering  an 
amendment  that  will  effect  the  trans- 
fer; and  that  is  acceptable.  I  believe,  to 
an  overwhelming  majority  of  our  col- 
leagues here  as  well  as  in  the  other 
body.  This  action  will  reduce  the  defi- 
cit for  fiscal  year  1987  by  $22  million. 
and  it  will  spare  the  Federal  Govern- 
ment nearly  $1  billion  in  expenditures 
in  the  days  ahead. 

Mr.  President,  this  amendment  does 
not  meet  the  very  strict  germaneness 
requirement,  but  it  is  directly  related 
to  what  we  are  about.  It  will  impact  fa- 
vorably our  budgetary  situation.  It  will 
substantially  increase  revenues  to  the 
Federal  Government,  and  it  will  there- 
by diminish  the  deficit  we  face. 

Let  me  briefly  tell  Senators  how  this 
bill  differs  from  what  we  voted  on 
before. 

The  amendment  parallels  legislation 
passed  by  the  House  aviation  subcom- 
mittee, which  largely  adopted  the  pro- 
visions of  the  Senate-passed  bill,  with 
three  major  changes.  I  will  enumerate 
those  for  my  colleagues. 

First,  the  payment  to  the  Federal 
Government  is  substantially  increased. 

n  1920 

The  total  payment  envisioned  by 
this  amendment  is  $187  million.  That 
includes  $150  million  for  the  lease  and 
$37  million  compensation  to  the  pen- 
sion program.  In  all  this  represents  a 
$187  million  contribution  to  the  Feder- 
al budget. 

Again,  in  fiscal  year  1987.  the  contri- 
bution will  be  a  $22  million  increase  in 
revenues  and  a  decrease  in  the  deficit. 
Moreover  as  a  consequence  of  this 
action,  we  will  spare  the  Federal  Gov- 
ernment nearly  $1  billion  in  expendi- 
tures. 

Point  2,  this  amendment  envisions  a 
permanent  lease.  All  the  language  in 
our  past  bill  about  the  sale  is  gone. 
Here  we  envision  a  50-year  lease  at 
S150  million. 

There  is  no  talk  about  negotiations 
or  a  future  sale.  The  airport  property 
will   remain   in   Federal   hands.   This 


change  meets  squarely  the  concerns  of 
many  of  the  colleagues 

Third,  this  amendment  establishes  a 
board  of  review  composed  of  four  Sen- 
ators, four  Congressmen,  and  a  ninth 
member  that  will  alternate  between 
the  House  of  Representatives  and 
Senate.  This  board  has  the  right  to 
veto  certain  substantial  actions  of  the 
regional  authority.  It  can  veto  actions 
including  budgets,  bond  issues,  and 
capital  improvement  projects. 

What  we  are  endeavoring  to  do  is  to 
meet  the  concerns  of  many  Members 
of  this  body  who  did  not  want  to  yield 
total  authority;  they  want  to  be  able 
to  exercise  some  oversight  on  what  the 
locals  do. 

These  changes  strengthen  the  bill 
and  meet  the  concerns  of  many  Mem- 
bers by  providing  more  money,  a  per- 
manent lease  arrangement— no  sale— 
and  a  board  of  review  composed  of  our 
colleagues  in  the  House  of  Representa- 
tives and  Senate  who  will  have  sub- 
stantial authority  over  the  operation 
of  these  airports. 

These  changes,  I  think,  meet  the 
reasonable  concerns  voiced  by  Mem- 
bers of  this  body.  They  strengthen  the 
bill  and  I  commend  this  measure  to 
the  attention  of  my  colleagues  and  ask 
for  their  support. 

At  this  point.  I  yield  such  time  as  my 
distinguished  colleague  from  Virginia 
would  require. 

The  PRESIDING  OFFICER.  The 
Senator  from  Virginia  is  recognized. 

Mr.  WARNER.  Mr.  President,  as  an 
original  cosponsor  of  my  distinguished 
colleague.  I  think  it  benefits  all  Sena- 
tors at  this  time  if  we  just  allow  those 
who  are  interested  in  the  bill  other 
than  ourselves  to  speak  and  then  we 
will  reply. 

Mr.  TRIBLE.  Mr.  President,  I  re- 
serve the  remainder  of  my  time. 

The  PRESIDING  OFFICER  (Mr. 
Wilson).  Who  yields  time? 

Mr.  SARBANES.  Mr.  President,  I 
yield  myself  5  minutes  in  opposition  to 
the  amendment. 

The  PRESIDING  OFFICER.  The 
Senator  from  Maryland  is  recognized. 

Mr.  SARBANES.  Mr.  President,  this 
is  exactly  what  reconciliation  should 
not  be  used  for.  This  is  not  a  reconcili- 
ation amendment.  This  is  a  major  sub- 
stantive proposition. 

The  Senate  considered  this  matter 
at  great  length,  as  many  recall,  earlier 
in  the  year,  involving  the  transfer  of 
Washington  National  and  Dulles  Air- 
ports. Eventually  that  was  passed.  It 
went  to  the  House  of  Representatives 
where  it  has  encountered  some  diffi- 
culty. 

The  proposition  before  us  has  been 
changed  in  three  major  ways  as  the 
Senate  has  indicated.  So  it  is  not  even 
the  legislation  passed  by  the  Senate. 
But  in  any  event,  this  is  an  abuse  of 
the  reconciliation  process. 

It  is  clearly  not  germane  and  at  the 
appropriate  time,  which  is  not  now. 


that  point,  of  course,  will  be  made  and 
I  hope  Members  will  protect  and 
defend  the  integrity  of  the  reconcilia- 
tion process. 

Second,  the  CBO  when  this  bill 
passed  before,  and  there  has  been  no 
major  change  that  would  affect  these 
dollars  figures— you  have  a  larger 
amount  of  money  over  a  longer  period 
of  time,  so  it  still  works  out  to  a  very 
small  amount  each  year— said  the  fol- 
lowing. "In  the  absence  of  this  bill"— 
in  other  words,  if  the  bill  was  not 
passed— "receipts  are  projected  to 
grow  to  $62  million  in  1987"— these  are 
the  receipts  of  these  two  airports— 
"and  to  $74  million  by  1990.  Thus  re- 
ceipts are  projected  to  exceed  outlays 
by  $21  t-o  $24  million  annually  over  the 
1987  to  1990  period.  And  this  net 
income  to  the  Government  would  be 
lost  if  the  bill  is  enacted." 

So  in  fact,  enactment  of  the  bill  runs 
directly  counter  to  the  objective  of 
reconciliation  with  respect  to  address- 
ing the  budget  deficit,  and  that  is  a 
direct  quote  from  the  report  of  the 
committee  at  the  time  that  this  legis- 
lation was  considered  in  the  Senate. 

The  substantive  arguments  against 
this  proposition  have  been  addressed 
at  great  length,  as  Members  will  recall, 
in  the  course  of  previous  consideration 
by  the  Senate  of  this  measure. 

I  do  not  intend  to  go  into  all  of  that 
again,  because  I  would  regard  that  in 
itself  as  being  an  abuse  of  the  reconcil- 
iation process. 

Reconciliation  was  not  designed, 
since  it  has  time  limits  on  the  amount 
of  time  which  a  measure  can  be  dis- 
cussed, to  allow  major  substantive  pro- 
posals to  in  effect  be  run  through  the 
back  door  under  limited  debate  and 
then  put  to  a  vote  of  the  Senate.  We 
just  went  through  that  on  a  previous 
amendment  whose  motion  to  waive  its 
germaneness  requirement  was  over- 
whelmingly defeated,  and  I  would 
hope  when  the  Senate  comes  to  vote 
on  this  measure  that  it  will  do  the 
same. 

This  bill  has  encountered  difficulties 
in  the  House  of  Representatives.  It  is  a 
highly  controversial  and  complex 
measure. 

What  the  Senator  is  really  doing 
now  is  rewriting  in  some  significant 
degrees  and  bringing  it  back,  recycling 
it  as  it  were,  and  trying  to  put  it 
through  on  reconciliation. 

I  would  hope  the  Senate  would  stand 
by  the  integrity  of  the  reconciliation 
process  and  clearly  rule  at  the  appro- 
priate time  that  this  amendment  is 
not  germane  and  save  ourselves  under- 
cutting a  very  important  process  and 
allow  us  to  get  on  to  deal  with  the 
other  important  issues  that  are  em- 
braced within  the  reconciliation  pro- 
posal. 

Mr.  President,  I  reserve  the  remain- 
der of  my  time. 
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Mr.  TRIBLE.  Mr.  President,  I  do  not 
believe  it  will  be  necessary  for  us  to 
use  all  the  time. 

Let  me  respond  very  briefly  to  two 
points  raised  by  my  colleague  from 
Maryland. 

We  debated  this  issue  for  9  long 
days.  It  was  necessary  to  break  a  fili- 
buster and  finally  when  our  colleagues 
voted  on  the  merits  this  proposition 
was  decisively  approved.  So  I  am  not 
surprised  the  Senator  from  Maryland 
has  chosen  to  oppose  this  amendment 
on  the  basis  of  procedure  rather  than 
the  substance. 

Let  us  talk  about  procedure  for  a 
moment.  I  would  suggest  to  you  that 
this  amendment  is  not  all  that  differ- 
ent from  the  leadership  package  that 
authorizes  the  sale  of  Conrail,  results 
in  a  net  gain  of  revenues  and  dimin- 
ishes the  Federal  deficit. 

D  1930 

Morever,  I  would  point  out  the 
terms  of  the  Conrail  sale  proposal  by 
which  this  body  has  found  to  be  ger- 
mane were  also  substantially  changed 
in  the  leadership  amendment  and  yet 
that  was  not  an  obstacle  to  decisive 
action  by  this  Senate. 

Second,  I  would  just  hasten  to  un- 
derscore to  my  colleagues  that  both 
the  Budget  Committee  and  CBO  have 
validated  the  $22  million  net  increase 
in  revenues  in  the  next  year.  We  are 
talking  about  over  $150  million  in  ad- 
ditional revenues  to  the  Federal  Gov- 
ernment over  the  longer  term.  We  are 
talking  about  sparing  the  Federal  Gov- 
ernment the  expenditure  of  nearly  $1 
billion  to  improve  and  enhance  these 
airports.  But  in  the  fiscal  year  the 
Budget  Committee  and  CBO  have 
both  validated  the  assertion  that  $22 
million  in  additional  revenues  will  flow 
to  the  Federal  Government.  And  those 
are  net  increases  that  considers  any 
losses  from  other  areas. 

So  I  would  suggest  to  you  that  the 
amendment  here  is  directly  related  to 
the  reduction  of  the  Federal  deficit 
and  it  parallels  the  action  just  taken 
by  this  body  in  finding  the  proposal  to 
sell  Conrail  germane. 

The  PRESIDING  OFFICER.  Who 
yields  time?  If  neither  side  yields  time, 
time  will  be  divided  equally. 

Mr.  CHILES.  Does  the  Senator 
desire  to  use  more  time  on  your  side  or 
could  we  yield  back  the  time? 

Mr.  BENTSEN.  The  Senate  ap- 
proved S.  1017  in  April  of  this  year. 
That  legislation  was  similar  to  the 
Trible-Wamer  amendment  currently 
pending  before  the  Senate,  except 
that  it  contained  a  provision  modify- 
ing the  Washington  National  Airport 
perimeter  rule.  The  perimeter  rule  is  a 
Federal  regulation  that  prohibits  non- 
stop flights  of  more  than  1,000  miles 
from  Washington  National.  I  sought 
to  modify  the  perimeter  rule  so  that 
nonstop  flights  up  to  1,250  miles 
would  be  permitted  from  Washington 


National.  The  floor  managers  of  S. 
1017  accepted  my  modification. 

The  perimeter  rule  is  neither  a  noise 
rule  nor  a  safety  rule,  but  was  put  in 
place  in  1966  to  prevent  a  diversion  of 
traffic  from  Dulles  Airport  to  Wash- 
ington National.  In  the  early  1960's 
Dulles  was  plagued  by  problems  of  in- 
accesibility  and  inconvenience.  There 
were  no  restrictions  on  the  number  of 
flights  from  Washington  National. 
The  Federal  Aviation  Administration 
was  properly  concerned  that  Dulles 
might  not  survive  over  the  long  term. 
The  perimeter  rule  offered  adequate 
protection  to  Dulles,  but  Dulles  is  now 
enjoying  a  rapid  increase  in  traffic  and 
no  longer  needs  the  protection. 

There  are  other  reasons  why  the  pe- 
rimeter rule  should  be  modified.  It  has 
an  unfair  effect  on  many  of  the  Na- 
tion's airlines  which,  in  the  wake  of 
deregulation,  have  reordered  the 
structure  of  their  routes  in  "hub-and- 
spoke"  configurations.  The  require- 
ment of  an  additional  stop  along  the 
way  makes  that  kind  of  service  less  at- 
tractive to  passengers.  This  is  to  say 
nothing  of  the  waste  that  results  when 
aircraft  make  short  "hops"  from 
Washington  National  to  Dulles  and 
Baltimore- Washington  International 
Airport  on  their  way  to  their  true  des- 
tinations. 

I  have  not  proposed  to  abolish  the 
perimeter  rule.  Rather,  I  have  argued 
that  Congress  should  extend  the  limit 
on  nonstop  flights  from  1,000  miles  to 
1,250  miles,  about  the  maximum  range 
of  the  aircraft  that  operate  routinely 
from  Washington  National.  Such  an 
extension  would  present  the  cities  of 
Dallas,  Fort  Worth,  and  Houston  with 
immediate  opportunities  for  better 
service  from  Washington  National. 
There  is  no  reason  to  believe  that  the 
extension  would  result  in  poorer  serv- 
ice between  Washington  National  and 
smaller  cities  within  the  1,000-mile 
limit. 

I  regard  the  perimeter  rule  as  an 
anachronism  that  has  been  left  on  the 
Federal  statute  books  despite  the  fact 
that  it  no  longer  serves  any  useful  pur- 
pose. Therefore,  I  was  quite  pleased 
when  the  Senate  decided  to  approve 
my  modification  back  in  April.  Out  of 
deference  to  my  distinguished  col- 
leagues from  Virginia,  I  refrained 
from  offering  it  as  an  amendment  to 
the  Trible-Wamer  amendment  in 
order  to  assist  them  in  their  effort  to 
move  the  provisions  of  S.  1017  that  are 
of  special  concern  to  them.  I  appreci- 
ate the  assurances  of  my  distinguished 
colleagues  that  they  will  do  their  best 
to  gain  approval  of  my  amendment 
modifying  the  perimeter  rule  on  the 
first  germane  legislative  vehicle  that 
becomes  available  in  the  Senate  next 
year. 

I  am  happy  to  support  the  Trible- 
Wamer  amendment  today. 

Mr.  TRIBLE.  If  the  opponents  of 
the  amendment  are  prepared  to  yield 


back,  then  I  would  certainly  go  along 
with  that. 

Mr.  CHILES.  I  think  the  opponents 
are  prepared  to  yield  back  their  time. 

Mr.  TRIBLE.  I  would  agree  to  do  so. 
also. 

Mr.  ROCKEFELLER.  Will  the  Sena- 
tor from  Virginia  yield? 

Mr.  TRIBLE.  I  yield  to  my  distin- 
guished friend  from  West  Virginia. 

Mr.  ROCKEFELLER.  Will  the  Sena- 
tor yield  me  2  minutes? 

Mr.  TRIBLE.  I  am  delighted  to  yield 
such  time  as  my  colleague  from  West 
Virginia  requires. 

Mr.  ROCKEFELLER.  Mr.  President, 
I  simply  would  like  to  say  that  I  agree 
very  strongly  with  the  Senator  from 
Virginia.  I  know  the  debate  will  not  be 
long  on  this,  but  I  think  the  record 
points  out  that  there  will  be  revenue 
involved,  in  terms  of  helping  the 
budget,  and  I  think  that  makes  this 
issue  suitable  under  the  reconcilation 
process. 

I  consider  this  airport  transfer  legis- 
lation to  be  an  extremely  important 
matter  for  the  Senate  to  now  act  on.  I 
think  it  is  the  only  way  we  are  going 
to  see  an  improvement  in  the  quality 
of  the  airports  and  the  air  service  in 
this  area. 

People  say  that  the  airport  trust 
fund  could  be  used  for  that  purpose, 
but  the  fact  of  the  matter  is,  given  the 
present  financial  and  political  situa- 
tion, we  are  not  going  to  see  that 
happen.  The  authority  which  would 
be  created  by  this  amendment  would 
have  the  ability  to  sell  bonds  which,  in 
turn,  would  be  the  best  way  for  Na- 
tional Airport  and  Dulles  Airport  to 
make  improvements  and  increase  their 
capacity  so  as  to  serve  the  Nation's 
Capital  and  the  surrounding  States. 

The  legislation  being  offered  is  gen- 
erally approved,  I  might  point  out  to 
my  colleagues,  by  most  of  the  House 
Members  from  Maryland  and  the 
present  State  administration  of  Mary- 
land. 

In  any  event,  Mr.  President,  I  think 
this  is  an  important  opportunity  to  do 
something  which  we  may  not  later  be 
able  to  do.  I  believe  it  fits  within  the 
reconciliation  process,  and  I  hope  that 
the  Senate  will  support  my  two  col- 
leagues from  Virginia. 

Mr.  WARNER.  Mr.  President,  my 
colleague  and  I  wish  to  express  our  ap- 
preciation to  the  distinguished  Sena- 
tor from  West  Virginia.  This,  indeed, 
is  a  bipartisan  issue. 

In  preparing  for  this,  I  have  had 
conversations  with  the  distinguished 
Senator  from  Texas  and  the  distin- 
guished Senator  from  Kansas,  both  of 
whom  had  matters  of  vital  interest  In 
the  earlier  legislation  and  now  are 
willing  to  recognize  the  Importance  of 
getting  this  bin  through  to  improve 
the  mode  of  transportation  that  will 
help  many  of  us.  If  not  all  of  us.  In  the 
future. 
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Mr.  TRIBLE.  Mr.  President.  I  am 
prepared  to  yield  bacic  my  time.  I  un- 
derstand the  opponents  of  the  meas- 
ure are  prepared  to  do  so,  as  well. 

Mr.  CHILES.  Mr.  President,  I  believe 
the  distinguished  Senator  from  Mary- 
land would  like  to  speak.  I  yield  to 
him. 

Mr.  MATHIAS.  Mr.  President.  I  do 
not  want  to  take  the  time  of  the 
Senate.  I  want  to  associate  myself 
with  the  position  of  my  colleague  from 
Maryland.  This  has  been  a  trouble- 
some issue.  It  is  one  that  is  obviously 
not  appropriate  to  consider  under  the 
procedures  on  which  we  are  now  oper- 
ating. 

It  is  a  matter  that  has  a  difficult 
road  in  the  other  body.  I  would  hope 
the  Senate  would  not  bend  the  proce- 
dures to  go  into  this  substantive  legis- 
lative question. 

Mr.  CHILES.  Mr.  President,  the  Sen- 
ator from  South  Carolina  is  on  the 
floor  now  and  he  desires  to  speak.  I 
yield  him  such  time  as  he  might 
desire. 

The  PRESIDING  OFFICER.  The 
Senator  from  South  Carolina. 

Mr.  HOLLINGS.  Mr.  President, 
since  there  is  a  limit  on  time,  the 
bottom  line  is  that  there  never  really 
has  been  any  trouble  with  either 
Washington  National  or  Dulles  that 
money  from  the  aviation  trust  fund 
would  not  cure. 

The  unique  thing  is  that  everyone 
agrees  that  the  Federal  Aviation  Ad- 
ministration has  been  operating  these 
airports  in  a  very  efficient  and  respon- 
sive manner,  both  Washington  Nation- 
al and  Dulles  Airports.  Traffic  is  grow- 
ing, especially  at  Dulles,  and  they  are 
making  profits.  They  are  meeting  the 
challenges,  the  competition  and  the 
developments,  as  well  as  they  can.  The 
midfield  terminal  is  being  developed 
voluntarily  by  the  airlines  out  at 
Dulles.  They  are  trying  to  make  room. 
And  we  know  we  need  additional  park- 
ing out  at  National  Airport,  as  well  as 
the  modernization  of  the  facilities 
there. 

But,  instead  of  asking  for  money, 
which  is  there,  we  come  about  with 
this  discombobulation  of  leasing  and 
bonding,  which  combined  will  cost  the 
Federal  Government  many,  many 
more  times  the  millions  that  we  have 
already  invested  in  these  airports.  I 
would  dare  say,  in  my  20  years,  I  have 
paid  my  fair  share  in  airline  ticket 
taxes  and  I  have  not  gotten  a  dime 
back  in  improvements  at  National  or 
Dulles.  They  tax  me  on  every  one  of 
my  airline  tickets. 

Now,  the  receipts  from  these  taxes, 
which  go  into  that  trust  fund,  have 
gone  to  lengthening  the  runway  at  St. 
Thomas,  to  the  tune  of  $90  million:  to 
President  Carter  and  the  rebuilding  of 
the  Atlanta  Airport  to  the  tune  of 
$100  million;  and  $150  million  to 
Dallas-Port  Worth.  We  have  in  that 
trust  fund  more  than  $8  billion,  but 


somehow  we  cannot  find  $250  million 
for  the  modest  improvements  needed 
at  Dulles  and  Washington  National, 
the  people's  airports. 

And  rather  than  this  mishmash  of 
Senators  starting  to  serve  on  an  over- 
sight board,  beginning  with  leases  and 
the  issuance  of  bonds  and  further  ex- 
pensive arrangements,  I  would  hope 
we  would  take  this  complicated  meas- 
ure and  not  put  it  on  the  reconcilia- 
tion. I  am  prepared  to  raise  a  point  of 
order  under  305(b)(2)  of  the  Budget 
Act  that  this  amendment  is  not  ger- 
mane. It  is  not  appropriate— much  less 
germane.  It  is  certainly  not  appropri- 
ate on  this  bill.  Norman  Mineta  and 
the  House  Public  Works  Committee 
have  been  working  around  the  clock  to 
try  to  reconcile  the  differences,  but 
they  have  not  come  up  with  a  better 
solution  than  this  body  did, 

I  hope  we  would  not  put  this  meas- 
ure on  this  bill.  Let  us  simply  utilize 
the  money  the  Government  already 
has.  We  do  not  spend  the  money  we 
have,  but  we  are  running  around 
spending  the  money  that  we  do  not 
have,  running  up  further  interest  costs 
and  destroying  the  economy  and 
future  of  this  Nation. 

So,  when  the  time  is  yielded  back.  I 
would  be  glad  to  raise  that  point  of 
order. 

I  yield  the  floor. 

Mr.  CHILES.  Mr.  President,  I  yield 
back  the  remainder  of  my  time  on  the 
amendment. 

Mr.  TRIBLE.  I  yield  the  remainder 
of  my  time,  as  well. 

Mr.  CHILES.  Mr.  President,  I  raise 
the  point  of  order  that  the  amend- 
ment is  not  germane. 

Mr.  TRIBLE.  Mr.  President,  I  move 
to  waive  the  committee's  requirement 
under  the  Budget  Act  and  ask  for  the 
yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  All 
time  has  been  yielded  back.  The  ques- 
tion is  on  the  motion  to  waive.  The 
yeas  and  nays  have  been  ordered  and 
the  clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  GarnI,  the 
Senator  from  Arizona  [Mr.  Gold- 
water],  and  the  Senator  from  Nevada 
[Mr.  Laxalt]  are  necessarily  absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Oklahoma  [Mr. 
BoREN],  the  Senator  from  Colorado 
[Mr.  Hart],  and  the  Senator  from 
Hawaii  [Mr.  Matsunaga]  are  necessari- 
ly absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber who  desire  to  vote? 

The  result  was  announced— 49  yeas, 
45  nays,  as  follows: 


[Rollcall  Vote  No.  271  Leg.] 
YEAS-49 


Abdnor 

Gramm 

Packwood 

Armstrong 

Grassley 

Pressler 

Bentsen 

Hatch 

Quayle 

Boschwitz 

Hecht 

Rockefeller 

Broyhill 

Heinz 

Roth 

Chafee 

Helms 

Rudman 

Cochran 

Inouye 

Simpson 

Cohen 

Kassebaum 

Specter 

Danforth 

Kastcn 

Stafford 

Denton 

Lautenberg 

Stevens 

Dixon 

Long 

Symms 

Dodd 

Lugar 

Trible 

Dole 

McConnell 

Wallop 

Durent>erger 

Metzenbaum 

Warner 

Evans 

Murkowski 

Wilson 

Gore 

Nickles 

Gorton 

Nunn 
NAYS-45 

Andrews 

Ford 

McClure 

Baucus 

Glenn 

Melcher 

Biden 

Harkin 

Mitchell 

Bingaman 

Hatfield 

Moynihan 

Bradley 

Hawkins 

Pell 

Bumpers 

Heflin 

Proxmire 

Burdick 

Hollings 

Pryor 

Byrd 

Humphrey 

Riegle 

Chiles 

Johnston 

Sarbanes 

Cranston 

Kennedy 

Sasser 

D'Amato 

Kerry 

Simon 

DeConcini 

Leahy 

Stennis 

Domenici 

Levin 

Thurmond 

Eagieton 

Mathias 

Weicker 

Exon 

Mattingly 

Zorinsky 

NOT  VOTING- 

-6 

Boren 

Goldwater 

Laxalt 

Gam 

Hart 

Matsunaga 

D  2100 

The  PRESIDING  OFFICER.  Sixty 
votes  being  required  for  waiver,  the 
point  of  order  is  well  taken.  The 
amendment  falls. 

Mr.  DOMENICI.  I  move  to  reconsid- 
er the  vote  by  which  the  motion  was 
rejected. 

Mr.  CHILES.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  DOMENICI.  Mr.  President,  I 
yield  20  minutes  to  the  distinguished 
Senator  from  Maine  [Mr.  Cohen]  off 
the  bill. 

The  PRESIDING  OFFICER  (Mr. 
Trible).  The  senior  Senator  from 
Maine  is  recognized. 

Mr.  COHEN.  I  thank  the  Chair. 

Mr.  President,  I  would  like  to  beg 
the  indulgence  of  my  colleagues  for  a 
few  moments.  I  am  taking  the  rather 
extraordinary  procedure  of  anticipat- 
ing a  motion  that  I  expect  to  be  made 
in  a  short  period  of  time,  but  since 
time  is  running  out.  my  fear  is  that  we 
will  have  a  very  complex  issue  come 
before  the  body  with  no  time  to  ex- 
plain it.  So  I  would  like  to  take  just  a 
few  moments  this  evening  to  explain  a 
matter  that  is  of  great  significance  to 
this  Congress  and.  I  believe,  to  the 
country. 

I  anticipate  a  motion  will  be  made  by 
the  chairman  of  the  Judiciary  Com- 
mittee. Senator  Thurmond,  at  a  later 
time  to  strike  a  provision  of  the  recon- 
ciliation package  which  pertains  to 
program  fraud.  I  would  like  to  take  a 
moment  to  talk  about  this  motion.  It 
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will  be  presented  to  you  as  a  procedur- 
al motion,  something  that  is  technical 
in  nature  and  not  really  dealing  with 
the  substance  or  merits  of  the  bill.  I 
ask  Senators  to  listen  carefully  so  they 
will  not  be  mislead  by  that  siren  call, 
the  contention  that  we  are  only  deal- 
ing with  procedure,  a  mere  technical- 
ity not  involving  the  merits  of  this 
measure. 

Everyone  in  this  Chamber  from  time 
to  time,  either  in  the  Chamber  or  back 
in  their  home  districts  or  States,  com- 
plains about  three  words:  fraud,  waste, 
and  abuse,  be  it  in  the  Food  Stamp 
Program,  in  a  government  contracting 
program,  or  in  the  defense  industry. 
Time  after  time  people  rail  against 
fraud,  waste,  and  abuse. 

It  is  time  that  we  start  doing  some- 
thing about  it  instead  of  just  talking 
about  it.  And  that  is  what  the  Govern- 
mental Affairs  Committee  has  tried  to 
do.  Senator  Roth,  who  is  the  chair- 
man of  the  Governmental  Affairs 
Committee,  initiated  this  program 
fraud  measure  5  years  ago.  and  he  has 
tried  unsuccessfully  since  1981  to 
shepherd  this  type  of  legislation 
through  the  Congress. 

The  General  Accounting  Office  in 
1981  released  a  study  of  some  77.000 
cases  of  fraud  that  were  committed 
during  a  3-year  period  against  you  and 
me  and  every  taxpayer  in  this  coun- 
try—77,000  cases  of  fraud  against  the 
Government.  More  than  60  percent  of 
the  cases  that  were  referred  to  the 
Justice  Department  were  not  prosecut- 
ed on  a  criminal  basis  or  indeed  even 
proceeded  against  on  a  civil  basis,  and 
the  reason  for  that  is  the  dollar 
amount  is  not  significant  enough.  In 
other  words,  it  would  cost  more  money 
for  the  Justice  Department  to  proceed 
in  court  against  those  individuals  who 
are  cheating  the  Federal  Government, 
the  Federal  taxpayer,  than  would  be 
recovered.  Therefore,  the  Justice  De- 
partment doesn't  litigate  the  cases, 
and  the  fraud  continues.  According  to 
the  Justice  Department,  we  are  losing 
tens,  if  not  hundreds,  of  millions  of 
dollars  every  year  due  to  fraud  and 
abuse  perpetrated  by  citizens  who 
submit  false  and  fictitious  claims  to 
the  Government.  Those  perpetrating 
this  fraud  certainly  have  very  little 
reason  to  fear  prosecution,  either  on  a 
civil  or  criminal  basis. 

And  so  Senator  Roth  and  others 
who  serve  on  the  committee— Senator 
Levin,  Senator  Chiles,  and  so  many 
others— became  concerned  as  to  how 
we  fashion  an  appropriate  remedy  to 
deal  with  this  problem.  We  have  pro- 
duced the  so-called  Program  Fraud 
Civil  Remedies  Act.  The  bill  was  an 
effort  to  prevent  those  who  are  cheat- 
ing us  of  millions  of  dollars  every 
single  year,  without  depriving  them  of 
due  process.  We  established,  pursuant 
to  the  recommendation  of  the  Admin- 
istrative Conference  back  in  1972,  I 
would  point  out  to  my  colleagues,  a 


procedure  to  deal  precisely  with  these 
types  of  small-dollar  fraud  cases  that 
are  now  not  prosecuted. 

The  committee  working  the  past  5 
years  finally  produced  a  product 
which  has  virtually  the  unanimous 
support  of  the  committee,  one  dissent- 
ing vote  only.  I  will  list  those  individ- 
uals and  institutions  in  a  moment 
which  support  this  administrative  pro- 
cedure. 

Upon  an  allegation  that  there  has 
been  a  false  or  fictitious  claim  or  state- 
ment filed  or  made,  the  investigating 
official,  usually  the  inspector  general, 
would  conduct  a  preliminary  investiga- 
tion to  see  whether  there  was  suffi- 
cient evidence  to  proceed  against  a 
given  contractor  or  individual.  The  in- 
spector general  would  accumulate  the 
evidence  and  then  present  it  to  a  re- 
viewing official  within  the  agency.  If 
the  reviewing  official  is  satisfied  that 
there  is  sufficient  evidence  that  the 
agency  should  proceed  on  a  civil  basis 
against  these  contractors  who  are  per- 
petrating the  fraud,  then  the  case  goes 
to  the  Justice  Department.  The 
agency  asks  the  Justice  Department. 
"Do  we  have  your  permission  to  pro- 
ceed against  these  individuals  based 
upon  the  facts  that  we  have  estab- 
lished to  date?" 

The  Justice  Department  has  an  ab- 
solute veto  over  that  particular  proce- 
dure. Its  officials  can  say.  No.  you 
shall  not  proceed.  We  don't  think  it  is 
meritorious.  "  or.  "The  amount  is  too 
high,  we  think  there  is  much  more  in- 
volved." For  any  reason,  the  Depart- 
ment can  say  no,  or  can  give  an  affirm- 
ative, allowing  the  agency  to  proceed 
against  the  individuals  who  have  alleg- 
edly perpetrated  this  fraud. 

Once  given  the  go-ahead  by  the  Jus- 
tice Department,  a  hearing  is  set  up 
pursuant  to  the  Administrative  Proce- 
dure Act.  There  is  an  administrative 
law  judge  who  presides  over  the  hear- 
ing. The  person  who  is  the  defendant 
as  such,  the  one  who  is  complained 
against,  has  the  right  of  notice,  has 
the  right  to  appear,  of  course,  with 
counsel,  the  right  of  discovery,  the 
right  to  cross-examine  during  the 
course  of  the  procedure,  all  pursuant 
to  the  well-established  Administrative 
Procedure  Act. 

Assuming  that  that  individual  or 
company  is  ruled  against,  they  have  a 
right  of  appeal  to  the  head  of  the 
agency,  and  from  there,  if  not  satisfied 
with  the  result,  can  appeal  the  ruling 
to  the  Federal  court  of  appeals.  That 
is  the  procedure  in  the  bill  that  we 
have  produced  from  the  Governmen- 
tal Affairs  Committee. 

Well,  who  supports  such  a  proce- 
dure? I  mentioned  Chairman  Roth, 
Senator  Chiles,  Senator  Levin,  Sena- 
tor RuDMAN,  Senator  Hatch,  and  so 
many  others  in  this  Chamber.  I  might 
say  that  one  of  the  reasons  this  meas- 
ure is  being  objected  to  is  because  the 
provisions  for  due  process,  according 


to  the  Parliamentarian,  might  fall 
within  the  jurisdiction  of  the  Judici- 
ary Committee.  It  is  an  ironic  situa- 
tion that  we  have  here.  If  this  bill 
were  free  standing  before  us,  it  would 
be  solely  within  the  jurisdiction  of  the 
Governmental  Affairs  Committee. 
This  bill  has  been  introduced  since 
1981.  Every  year  it  has  been  referred 
to  the  Governmental  Affairs  Commit- 
tee. There  is  no  joint  referral.  The  Ju- 
diciary Committee  has  never  had  re- 
ferral over  it.  There  has  never  been  a 
sequential  referral.  The  Judiciary 
Committee  has  never  even  requested 
referral  over  the  program  fraud  bill. 
But  notwithstanding  that,  at  the  con- 
clusion of  the  introduction  of  our  bill, 
I  testified  before  the  Judiciary  Com- 
mittee at  the  request  of  Senator 
Hatch  and  Senator  Thurmond,  and 
both  of  those  distinguished  Senators 
were  present  and  asked  questions.  I 
tried  to  respond  to  their  concerns.  So 
the  Judiciary  Committee  has  actually 
had  a  hearing  on  this  measure. 

Now,  who  supports  the  bill?  The  Jus- 
tice Department  supports  the  bill.  I 
will  not  take  the  time  right  now  to 
read  the  very,  very  strong  letter  from 
the  Justice  Department  saying  this 
may  be  the  most  important  piece  of 
legislation  to  help  combat  fraud, 
waste,  and  abuse  that  we  could 
produce  this  year  and  the  years  to 
come.  The  Congressional  Budget 
Office  has  said  it  will  produce  a  "net 
reduction  in  the  deficit."  This  is  why 
it  is  in  reconciliation.  Eighteen  inspec- 
tors general  are  strongly  in  favor  of 
this  bill,  saying  this  is  vital  if  they  are 
going  to  do  the  job  that  we  have  man- 
dated for  them. 

How  about  the  Packard  Commission 
that  we  keep  hearing  so  much  about? 
The  Packard  Commission  recommend- 
ed this  particular  proposal.  The  Office 
of  Management  and  Budget  did  as 
well.  In  a  letter  from  OMB  to  the 
Washington  Post  that  I  will  submit  for 
the  Record,  the  Deputy  Director  of 
OMB  says: 

To  the  Editor:  Your  August  7th  article. 
Defense  Lobbyists  Bottle  Up  Bill  on  Con- 
tractor Fraud,  does  a  fine  job  of  pointing 
out  how  a  few  well-financed  lobbyists  can 
senselessly  hold  up  a  solid  piece  of  legisla- 
tion with  broad-based  support.  Unfortunate- 
ly, a  few  contractors,  some  of  which  are  cur- 
rently being  investigated  for  possible  fraud, 
have  apparently  managed  to  thwart  the  pas- 
sage of  antifraud  legislation. 

So  we  have  the  Justice  Department, 
the  GAO.  the  inspectors  general,  the 
Packard  Commission,  and  OMB  in 
support  of  the  program  fraud  bill. 

Now,  is  this  something  that  is  un- 
precedented in  our  history?  The 
answer  is  clearly  no.  As  a  matter  of 
fact,  an  amendment  passed  in  the  1981 
reconciliation  package  which  included 
the  Civil  Monetary  Penalties  Act— a 
provision  very  similar  to  this  bill.  In 
that  statute,  we  authorized  the  De- 
partment of  Health  and  Human  Serv- 
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ices  to  proceed  on  a  civil  basis  to  go 
after  those  health  care  providers  who 
were  defrauding  the  Federal  Govern- 
ment by  billing  services  they  never  ac- 
tually performed. 

D  2010 

The  Department  of  Health  and 
Human  Services  has  been  tremendous- 
ly successful  under  this  similar  proce- 
dure. So  we  have  Justice.  GAO,  the 
IG,  the  Packard  Commission,  OMB, 
Health  and  Human  Services,  and  so 
forth,  who  support  this  legislation. 

Now,  who  opposes  this  legislation? 
The  senior  Senator  from  South  Caroli- 
na opposes  it.  The  chamber  of  com- 
merce opposed  it  at  one  time,  but  no 
longer  do.  The  aerospace  industry  op- 
posed it.  They  no  longer  oppose  it  be- 
cause we  made  the  changes  that  Sena- 
tor Hatch  and  several  other  Senators 
had  proposed  to  the  bill.  So  we  have 
just  a  handful  of  people  who  now 
object  to  the.  provisions  of  the  bill  be- 
cause they  maintain  that  there  is  no 
right  to  a  jury  trial  here. 

Mr.  President,  the  issue  of  a  jury 
trial  has  been  settled  by  none  other 
than  the  Supreme  Court  of  the  United 
States.  In  the  1977  Atlas  Roofing  case, 
the  Supreme  Court  ruled  on  a  proce- 
dure virtually  identical  to  this  meas- 
ure and  held  it  to  be  completely  con- 
stitutional. 

Not  only  has  the  Supreme  Court 
ruled  upon  it,  but  also  the  Justice  De- 
partment has  said  it  is  constitutional; 
the  American  Law  Division  of  the 
Congressional  Research  Service  has 
said  it  is  constitutional;  the  Federal 
Bar  Association  has  said  it  is  constitu- 
tional. A  number  of  prominent  consti- 
tutional scholars  all  reject  the  charge 
that  it  is  unconstitutional. 

So  we  have  here  a  rather  unique 
procedural  provision.  The  bill  is  re- 
ferred to  the  Governmental  Affairs 
Committee  for  the  last  6  years.  No  se- 
quential referral  to  the  Judiciary 
Committee  has  even  been  sought.  A 
hearing  was  held  before  the  Judiciary 
Conunittee  even  though  it  was  never 
granted  a  referral. 

I  subsequently  worked  out  a  compro- 
mise bill  with  Senator  Hatch  to  ad- 
dress his  objections. 

If  the  bill  were  to  come  before  the 
Senate  as  a  freestanding  measure, 
there  could  be  no  parliamentary  chal- 
lenge to  it.  It  is  completely  within  the 
jurisdiction  of  the  Governmental  Af- 
fairs Committee.  But  because  it  has 
been  included  in  the  reconciliation 
package,  the  Parliamentarian— errone- 
ously, in  my  judgment— believes  that 
the  procedural  provisions  would  be 
ruled  to  be  extraneous  because  they 
might  properly  fall  within  the  jurisdic- 
tion of  the  Judiciary  Conmiittee. 

Therefore,  if  the  senior  Senator 
from  South  Carolina  is  correct  and  he 
files  a  motion  to  delete  this  based 
upon  the  provisions  being  extraneous, 
we  will  have  a  program  fraud  bill  with- 


out any  due  process  protections,  which 
the  senior  Senator  from  South  Caroli- 
na is  so  concerned  about.  He  would 
then  knock  out  the  entire  bill  after 
that,  saying:  "Well,  you  have  an  anti- 
fraud  statute  with  no  procedure.  How 
can  you  have  that?  Lets  kill  the  whole 
thing." 

So  I  am  asking  Senators  to  look  at 
this  carefully.  It  is  merely  a  technical- 
ity, that  the  Judiciary  Committee 
ought  to  have  jurisdiction  over  the 
procedure.  In  fact,  the  bill  has  always 
been  with  Governmental  Affairs,  and 
the  Governmental  Affairs  Committee 
went  to  the  Judiciary  Committee  this 
year  and  presented  the  bill  for  their 
consideration.  So  the  bill  is  now  before 
us  as  part  of  the  reconciliation  pack- 
age because.  No.  1,  it  is  within  the 
Governmental  Affairs,  and.  No.  2, 
CBO  has  said  that  it  will  save  money. 

So  I  appeal  to  my  colleagues  to 
reject  the  motion  which  I  expect  to  be 
made  by  the  Senator  from  South 
Carolina. 

I  also  would  like  to  rebut  the  argu- 
ment that  the  Senator,  I  anticipate, 
will  make  that  everybody  is  entitled  to 
a  jury  trial.  That  is  not  the  law.  The 
law  says  that  if  you  are  proceeded 
against  criminally  you  are  entitled  to  a 
jury  trial.  This  is  civil  procedure,  and 
it  is  not  new  ground  for  any  of  us. 

There  are  over  200  statutes  on  the 
books  right  now  which  allow  for  civil 
monetary  penalties  to  be  imposed. 

So  we  are  doing  precisely  the  thing 
the  Administrative  Conference  of  the 
United  States  recommended  in  1973. 
None  other  than  Judge  Scalia— do  you 
remember  his  name?  Just  yesterday 
we  confirmed  the  nomination  of  Judge 
Scalia  to  the  Supreme  Court— who 
wrote  this  recommendation  from  the 
Administrative  Conference.  It  was 
Judge  Scalia. 

This  is  in  a  memo  randum  dated  De- 
cember 1973.  He  was  Chairman  of  the 
Administrative  Conference.  I  will  read 
what  the  Conference  said: 

.  .  .  authority  should  be  sought  to  Impose 
such  penalties  in  administrative  proceedings 
rather  than  in  the  courts,  with  the  agencies' 
determinations  subject  to  review  on  a  sub- 
stantial evidence  test,  but  not  subject  to  a 
trial  de  novo. 

So  you  have  the  Supreme  Court  de- 
cision made  in  1977  that  affirms  the 
constitutionality  of  the  bill.  We  have 
numerous  legal  scholars  who  concur. 
We  have  Judge  Scalia,  whose  nomina- 
tion we  confirmed  unanimously  to  the 
Supreme  Court,  saying  that  this  is  an 
appropriate  and  desirable  procedure  to 
proceed  on.  We  have  the  American 
Law  Division  of  CRS,  Federal  Bar  As- 
sociation, and  many  others.  Yet,  the 
chairman  of  the  committee  is  going  to 
move  to  strike  this  provision  because 
there  is  not  a  jury  trial. 

We  will  then  find  ourselves  in  a  posi- 
tion of  having  insisted  upon  a  jury 
trial,  which  will  never  take  place  be- 
cause   the    Justice    Department    will 


never  prosecute  the  claims  under 
$100,000.  The  beat  will  go  on  and  on, 
with  millions  of  dollars  lost  to  contrac- 
tor fraud.  Everyone  who  has  constant- 
ly campaigned  about  waste,  fraud,  and 
abuse,  in  my  opinion,  will  have  sub- 
verted the  process  itself. 

Mr.  President,  I  yield  such  time  as 
he  needs  to  Senator  Roth,  and  then  I 
will  yield  to  Senator  Levin  the  remain- 
ing time. 

Mr.  ROTH.  Mr.  President,  first,  I 
want  to  congratulate  the  distinguished 
Senator  from  Maine  for  his  eloquent 
and  articulate  presentation  of  the  pro- 
gram fraud  legislation.  I  also  congratu- 
late him  for  the  leadership  and  fine 
job  he  has  done  in  refining  and  fash 
ioning  this  legislation. 

D  2020 

As  he  has  already  pointed  out  within 
the  Government  Affairs  Committee 
every  member  on  both  the  Republican 
and  Democratic  side  except  one  voted 
in  support  of  this  bill. 

It  does  represent,  as  Senator  Cohen 
has  alread  pointed  out,  a  most  impor- 
tant reform. 

Let  me  point  out  that  several  years 
ago  the  Comptroller  General  of  the 
United  States  issued  a  very  fine  two- 
volume  report  on  fraud  in  government 
programs. 

The  importance  of  this  problem  I 
think  is  demonstrated  in  its  opening 
statement  where  it  says,  "GAO  be- 
lieves that  the  prevention  of  fraud  and 
related  acts  through  effective  systems 
of  internal  control  is  top  priority"— is 
top  priority. 

It  also  recognizes  the  deterrent  effects  of 
punishing  perpetrators.  Because  a  number 
of  cases  make  it  impossible  for  the  Depart- 
ment of  Justice  to  prosecute  every  case  of 
fraud  referred  to  by  Federal  agencies,  it  is 
even  more  important  that  Federal  agencies 
take  effective  administrative  actions  when 
warranted.  In  addition.  GAO  believes  that 
civil  fine  authority  would  be  a  useful  en- 
forcement tool  for  agencies  whose  cases  the 
Department  of  Justice  decided  to  act  on. 

Mr.  President,  time  restraints  pre- 
vent me  from  saying  more  because  I 
know  at  this  stage  we  only  have  1 
minute  and  I  wish  to  yield  to  Senator 
Levin  for  any  comments  he  may  care 
to  make. 

The  PRESIDING  OFFICER.  The 
Senator  from  Michigan  [Mr.  Levin]. 

Mr.  LEVIN.  Mr.  President,  I  rise  to 
strongly  support  the  effort  of  the  Sen- 
ator from  Maine  in  this  area.  The  crit- 
ical fact  is  that  60  percent  of  the 
fraudulent  claims  against  the  United 
States  go  unrecovered,  because  the 
Justice  Department  cannot  afford  to 
go  to  Federal  court. 

We  have  here  an  administrative 
process  which  has  been  found  to  be 
constitutional  by  everybody  who  has 
looked  at  it,  saying  it  totally  complies 
with  due  process. 

There  has  been  no  effort  for  a  se- 
quential   referral    by    the    Judiciary 
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Committee.  Rather  we  expect  there 
will  now  be  a  rather  technical  attempt 
to  knock  this  program  fraud  section 
from  the  bill. 

Let  me  also  emphasize  that  the  pro- 
gram fraud  provisions  are  already  in 
this  bill.  This  is  not  an  effort  being 
made  by  us  to  add  it  to  the  bill.  This  is 
already  in  the  reconciliation  bill,  and 
we  expect  that  the  effort  that  will  be 
made  will  be  to  knock  it  out  of  the  rec- 
onciliation bill. 

It  was  put  into  the  bill  by  a  nearly 
unanimous  vote  in  the  Governmental 
Affairs  Committee,  with  all  but  one 
member  of  the  committee  voting  for 
this  bill.  It  is  a  bipartisan  bill.  It  fills 
the  gaping  hole  in  existing  law  to  try 
to  recover  money  obtained  through 
fraudulent  claims  against  the  U.S. 
Government,  and  that  is  the  reason 
why  we  strongly  hope  we  can  keep  it 
in  the  bill. 

The  PRESIDING  OFFICER.  The 
Senator's  time  has  expired. 

Who  yields  time? 

Mr.  THURMOND.  Mr.  President,  I 
presume  I  will  have  the  same  time  to 
reply. 

The  PRESIDING  OFFICER.  The 
time  is  controlled  by  the  Senator  from 
New  Mexico  and  the  Senator  from 
Florida. 

Who  yields  time? 

Mr.  DOMENICI.  Mr.  President,  let 
me  say  to  my  friend.  Senator  Thur- 
mond, the  chairman  of  the  Judiciary 
Committee,  I  cannot  give  him  20  min- 
utes. I  only  have  26  for  the  rest  of  the 
bill.  Senator  Cohen  asked  for  20  min- 
utes so  I  gave  them  to  him.  I  did  not 
know  the  Senator  from  South  Caroli- 
na wanted  20  minutes  or  I  would  not 
have  given  Senator  Cohen  20. 

Mr.  THURMOND.  The  Senator 
knows  I  want  to  reply,  of  course. 

Mr.  DOMENICI.  How  about  10  min- 
utes? 

Mr.  THURMOND.  Ask  for  addition- 
al time  and  give  me  20  minutes  equal 
time  to  reply.  Just  ask  unanimous  con- 
sent. Ask  unanimous  consent. 

Mr.  DOMENICI.  Mr.  President,  the 
distinguished  Senator  from  Florida  is 
going  to  yield  10  minutes  of  his  time 
to  me,  and  I  yield  that  10  minutes  and 
ask  unanimous  consent  that  an  addi- 
tional 10  minutes  be  granted  to  the 
distinguished  chairman  of  the  Judici- 
ary Committee  Senator  Thurmond.  I 
ask  that  that  time  not  be  counted 
against  anyone. 

Mr.  CHILES.  The  Senator  is  yielding 
another  10  minutes? 

Mr.  DOMENICI.  I  will  either  have 
to  do  that  or  give  him  all  of  my  time 
and  have  none  left,  whichever  is  pre- 
ferred. 

Mr.  CHILES.  I  hate  to  see  us  add 
time  to  the  overall  bill  and  everything 
else.  I  will  yield  some  of  my  time  and 
happy  to  do  that. 

Mr.  DOMENICI.  Give  me  10  more 
and  we  will  be  in  business. 


Mr.  CHILES.  I  carmot  give  the  Sena- 
tor 20  minutes. 

The  PRESIDING  OFFICER.  Will 
the  Senator  "from  New  Mexico  state 
the  unanimous  consent. 

Mr.  DOMENICI.  I  will  not  restate  it 
until  it  is  all  right  with  Senator 
Chiles.  He  knows  what  I  said. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  DOMENICI.  Charge  it  to  me. 

Mr.  CHILES.  I  give  him  10  and  later 
if  Senator  Domenici  needs  additional 
time  I  will  yield  to  him. 

Mr.  DOMENICI.  I  yield  20  minutes 
to  the  distinguished  Senator,  the 
chairman  of  the  Judiciary  Committee. 

The  PRESIDING  OFFICER.  The 
Senator  from  South  Carolina,  Mr. 
Thurmond,  is  yielded  20  minutes. 

Mr.  THURMOND.  I  wish  to  thank 
the  able  Senator  from  New  Mexico. 

I  want  to  say  first  that  the  provision 
here  has  been  introduced  and  is  on  the 
calendar  now.  This  bill  stands  the 
same  chance  of  being  brought  up  as 
any  other  piece  of  legislation. 

Why  should  this  piece  of  legislation 
come  ahead  of  the  lobbying  bill?  Why 
should  it  come  ahead  of  any  other 
piece  of  legislation  here? 

They  stuck  it  in  here  because  they 
could  not  get  it  up.  There  are  a  lot  of 
matters  I  wanted  to  get  up  and  could 
not  get  up. 

Last  year,  the  leaders  here  in  the 
Senate,  Senator  Dole  and  Senator 
Byrd,  led  a  movement  and  pas.sed  a 
bill  to  keep  out  extraneous  matters. 
That  was  the  law.  That  was  passed. 
And  this  is  extraneous.  We  will  let  the 
Parliamentarian  rule  whether  it  is. 
And  if  it  is  extraneous,  why  should  it 
be  included?  Why  should  we  make  an 
exception  for  this  over  any  other  piece 
of  legislation? 

Mr.  President,  another  thing,  the 
distinguished  Senator  from  Iowa  had  a 
bill  on  this  subject,  and  the  main  dif- 
ference between  his  bill  and  the  bill 
here  of  the  distinguished  Senator 
from  Maine  is  that  the  bill  of  the  Sen- 
ator from  Iowa  provided  for  a  jury 
trial. 

What  they  are  trying  to  do  here  in 
this  bill  is  to  have  people  who  are  bu- 
reaucrats fine  people  $100,000  without 
a  trial  by  jury. 

Senator  Grassley's  bill  which  we 
have  already  passed  in  the  Senate  pro- 
vides for  a  jury  trial. 

The  seventh  amendment  to  the  Con- 
stitution provides  for  a  jury  trial.  I 
want  to  read  it. 

In  suits  at  common  law,  where  the  value 
in  controversy  shall  exceed  $20.  the  right  of 
trial  by  jury  shall  be  preserved,  and  no  fact 
tried  by  a  jury  shall  be  otherwise  reexam- 
ined in  any  court  of  the  United  States  than 
according  to  the  rules  of  common  law. 

Mr.  President,  we  have  already 
passed  the  Grassley  bill  and  it  pro- 
vides to  punish  fraud,  and  I  am  in 
favor  of  punishing  fraud  and  we  ought 
to  punish  fraud  and  we  have  already 


done  that  except  we  have  provided 
that  when  anyone  is  charged  they  can 
get  a  trial  by  jury. 

What  they  would  do  in  this  bill  is  to 
deny  trial  by  jury. 

Is  there  anyone  here  who  is  in  favor 
of  passing  a  bill  to  deny  someone  the 
right  of  trial  by  jury  if  he  can  be  fined 
$100,000? 

Mr.  President,  as  I  say,  this  bill  that 
is  contained  here  now  is  extraneous 
matter.  I  think  it  will  be  admitted  it  is 
extraneous  matter.  If  it  is  extraneous 
matter,  why  should  it  go  on  this  bill? 
The  law  was  passed  last  year  by  both 
of  the  leaders  and  the  entire  Senate  to 
keep  off  extraneous  matters. 

I  want  to  say  this:  1  voted  tonight 
against  an  amendment  by  the  able  and 
distinguished  Senator  from  Virginia, 
who  had  a  good  amendment  here,  but 
it  was  held  extraneous.  It  was  extrane- 
ous and  that  is  the  reason  I  voted 
against  it. 

Are  we  going  to  let  other  amend- 
ments come  in  here  that  are  extrane- 
ous, too,  and  pass  them?  If  so.  we  are 
discriminating  against  the  Senator 
from  Virginia.  We  are  discriminating 
against  the  Senator  from  Indiana,  who 
had  a  good  amendment.  I  favored  his 
amendment.  But  I  did  not  vote  for  it 
because  it  is  an  extraneous  matter. 
And  we  had  decided  to  keep  off  extra- 
neous matters.  And  therefore,  why 
should  we  give  exception  here  to  par- 
ticular special  favoritism?  Why  does 
the  Senator  want  special  favoritism? 

Of  course,  there  is  fraud.  We  are 
against  fraud.  The  Grassley  bill  will 
punish  fraud.  This  amendment  will 
limit  the  punishment  up  to  $100,000. 
The  Grassley  bill  has  no  limit.  They 
can  go  up  to  millions  of  dollars  which 
they  ought  to  do  maybe  in  some  cases 
if  there  is  a  fraud. 

Let  us  treat  everybody  fair  on  this 
matter. 

Mr.  President,  I  want  to  say  fur- 
ther  

Mr.  COHEN.  Mr.  President,  will  the 
Senator  yield  for  a  question? 

Mr.  THURMOND.  No,  I  will  not 
yield  now  because  my  time  is  so  limit- 
ed. I  did  not  interrupt  the  Senator  and 
I  am  sure  he  understands. 

Mr.  COHEN.  I  think  the  Senator  is 
misrepresenting  the  facts. 

Mr.  THURMOND.  I  say  this,  Mr. 
President,  I  have  a  lobbying  bill  here  I 
have  been  trying  to  get  up  for  a  long 
time.  Should  I  be  allowed  to  put  the 
lobbying  bill  in  here?  It  would  be  ex- 
traneous. I  have  not  offered  it  here  for 
that  reason.  We  have  been  trying  for 
weeks  and  weeks  to  get  it  up. 

Others  of  you  have  tried  to  get  up 
matters  and  you  have  not  gotten  them 
up. 

Are  we  going  to  let  this  come  up  or 
are  we  going  to  vote  on  this?  It  is  just 
as  extraneous  as  mine  is.  It  is  just  as 
extraneous  as  many  other  pieces  of 
legislation. 
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As  I  say,  the  Grassley  bill  has  al- 
ready been  passed  and  the  Grassley 
bill  provides  for  a  trial  by  jury.  Why 
should  not  one  have  a  trial  by  jury 
and  why  should  he  be  fined  $100,000 
without  a  trial  jury?  That  is  what  this 
bill  does. 

A  bureaucrat  can  fine  him  $100,000 
without  a  trial  by  jury.  I  am  in  favor 
of  a  trial  by  jury. 

But  aside  from  the  merits  of  the  bill, 
I  want  to  say  here  that  we  are  follow- 
ing procedure  and  the  procedure  is  to 
keep  off  extraneous  matters. 

D  2030 

This  is  admitted  to  be  extraneous. 
And  if  it  is  admitted  to  be  extraneous, 
why  should  we  treat  with  favoritism 
this  particular  matter  and  turn  down 
the  others  which  we  have  already 
turned  down  tonight?  I  say,  what  is 
fair  for  the  goose  is  fair  for  the 
gander.  Let  us  treat  them  all  alike.  Let 
us  keep  off  all  extraneous  matters.  If 
we  do  that.  Mr.  President,  then  we  are 
treating  everybody  equally. 

Mr.  President,  I  am  now  going  to 
yield  to  the  distinguished  Senator 
from  North  Carolina.  Senator  Helms, 
who  wanted  to  speak  on  this. 

Mr.  President,  how  much  time  do  we 
have  left? 

The  PRESIDING  OFFICER.  There 
are  14  minutes  and  17  seconds  remain- 
ing. 

Mr.  THURMOND.  How  much  time 
remains? 

The  PRESIDING  OFFICER.  The 
Senator  from  South  Carolina,  Mr. 
Thurmond,  has  14  minutes  and  17  sec- 
onds remaining. 

The  Senator  from  North  Carolina  is 
recognized. 

Mr.  HELMS.  Mr.  President.  I  thank 
the  Senator  for  yielding  to  me.  I  will 
not  use  much  of  this  time,  but  I  want 
to  get  this  matter  clear  in  my  own 
mind. 

Now,  it  is  true  that  the  Judiciary 
Committee  has  reported  a  bill  on  this 
subject,  is  that  correct? 

Mr.  THURMOND.  That  is  correct.  It 
is  already  passed  the  Senate.  It  gives  a 
trial  by  jury  and  you  can  fine  them 
more  than  $100,000. 

Mr.  HELMS.  Does  the  Judiciary 
Committee  bill  provide  for  a  vast  bu- 
reaucracy to  handle  this  matter? 

Mr.  THURMOND.  No.  it  does  not,  it 
does  not  provide  for  all  this  bureaucra- 
cy. And  I  do  not  think  any  bureaucrat 
in  the  Government  ought  to  be  al- 
lowed the  power  to  fine  people 
$100,000.  I  think  they  ought  to  have  a 
trial  by  jury. 

Mr.  HELMS.  That  is  the  Senators 
point. 

Mr.  THURMOND.  That  is  what  the 
Senate  bill  from  the  Judiciary  Com- 
mittee did.  which  we  have  already 
passed  here. 

Mr.  HELMS.  But  the  proposed 
Cohen  amendment  would  provide  for 
the  bureaucracy,  is  that  correct? 


Mr.  THURMOND.  It  would,  up  to 
$100,000.  It  would  be  limited  to  that. 

Mr.  HELMS.  Now.  I  will  ask  either 
the  Senator  from  Maine  or  the  Sena- 
tor from  South  Carolina— I  am  just 
trying  to  gel  the  facts  straight  in  my 
mind— the  bill  which  was  reported 
from  the  Judiciary  Committee  provid- 
ed for  a  trial  by  jury  and  was  passed 
by  the  Senate.  Now  the  Senator's 
amendment  originated,  as  I  under- 
stand it.  in  the  Governmental  Affairs 
Committee,  is  that  correct? 

Mr.  COHEN.  Will  the  Senator  yield 
for  clarification?  I  do  not  have  an 
amendment  pending.  The  program 
fraud  bill  is  in  the  reconciliation  bill.  I 
do  not  even  have  an  amendment  pend- 
ing. The  program  fraud  bill  is  part  of 
the  reconciliation  package  passed  by 
the  Governmental  Affairs  Committee 
because,  first,  the  bill  was  within  our 
jurisdiction.  Second,  the  Congressional 
Budget  Office  said  it  would  save 
money.  That  is  why  it  was  included  in 
the  reconciliation  package. 

Mr.  HELMS.  I  am  not  a  lawyer  and 
do  not  pretend  to  be  one— and  some- 
times I  thank  the  Lord  I  am  not— but 
it  bothers  me  that  such  fines  as  have 
been  indicated  can  be  ordered  without 
a  jury  trial  and  without  other  existing 

c o  ^p or ij Q  j-fj c 

Mr.  COHEN.  Will  the  Senator  yield 
for  one  other  point  on  the  fines  issue? 

Mr.  HELMS.  Well,  I  suggest  I  will  do 
that  on  your  time. 

Mr.  COHEN.  I  do  not  have  any  time. 

Mr.  HELMS.  Maybe  on  Senator 
Chiles'  time.  I  do  not  want  to  use  up 
Senator  Thurmond's  time. 

Mr.  COHEN.  I  think  the  $100,000 
figure  has  been  bandied  about  and 
that  is  not  the  situation.  I  thought  it 
should  be  clarified  before  you  make  an 
error  in  judgment  and  think  it  is  a 
$100,000  fine.  It  is  a  $10,000  fine  per 
false  statement  filed  or  double  the 
amount  actually  claimed,  but  you  can 
never  proceed  on  any  occasion  where 
the  total  claimant  is  more  than 
$100,000. 

Mr.  HELMS.  But,  in  any  case,  the 
defendant,  or  however  you  might  de- 
scribe him  or  her,  would  not  have  a 
trial  by  jury. 

Mr.  COHEN.  For  those  cases  where 
they  are  that  small  amount. 

Mr.  HELMS.  I  do  not  consider 
$10,000  a  small  amount. 

Mr.  COHEN.  But  what  is  happening, 
if  I  could  continue,  we  are  losing  mil- 
lions of  dollars  due  to  people  cheating 
the  Government,  cheating  you.  in 
cases  involving  under  $100,000  that 
the  Justice  Department  refuses  to 
prosecute.  The  Justice  Department 
said  we  need  this  assistance.  Justice 
Scalia,  whom  you  and  I  voted  for  yes- 
terday, wrote  the  memo  saying  we 
should  set  this  process  up. 

Mr.  HELMS.  I  thank  the  Senator.  I 
thank  the  Senator  from  South  Caroli- 
na. 


Mr.  THURMOND.  Mr.  President.  I 
want  to  say  again  that  the  seventh 
amendment  to  the  Constitution— you 
can  look  it  up— provides  that  for  $20 
and  above  you  can  have  a  jury  trial. 

In  suits  at  common  law.  where  the  value 
in  controversy  shall  exceed  $20.  the  right  to 
trial  by  jury  shall  be  preserved. 

That  is  the  wording  of  the  Constitu- 
tion. I  have  resisted  the  erosion  of  this 
constitutional  guarantee  in  the  past 
and  do  so  again  today. 

Actions  brought  under  this  bill  are 
common  law  actions  for  fraud  or  mis- 
representation for  which  damages  are 
sought.  Therefore,  these  actions  are 
legal  in  nature,  and  the  accused  must 
be  given  a  jury  trial.  Although  these 
program  fraud  provisions  are  referred 
to  as  "assessments"  and  "civil  penal- 
ties," they  are  trying  to  change  it. 
They  say  they  are  assessments  and 
civil  penalties.  Well,  if  they  can  assess 
a  civil  penalty  of  $100,000,  what  is  the 
difference?  Although  these  program 
fraud  provisions  are  classified  that 
way,  we  know  that  it  is  the  same  as 
any  other  punishment.  They  are,  in 
fact,  damages  and  punitive  damages— 
that  is  what  it  amounts  to— for  which 
the  defendant  is  entitled  to  have  a 
jury  trial. 

No  Supreme  Court  decision  has  ever 
held  that  common  law  actions  for 
fraud  do  not  mandate  a  right  to  jury 
trial.  In  Atlas  Roofing  Company 
versus  Occupational  Safety  and 
Health  Commission,  the  Supreme 
Court  upheld  the  imposition  of  civil 
penalties  for  the  violation  of  new  stat- 
utory obligations.  The  Court  was  care- 
ful to  distinguish  these  statutorily  cre- 
ated causes  of  action  from  common 
law  actions:  '[Congress]  created  a  new 
cause  of  action,  and  remedies  there- 
fore unknown  to  common  law,  and 
placed  their  enforcement  in  a  tribunal 
supplying  speedy  and  expert  resolu- 
tions of  the  issues  involved." 

These  program  fraud  provisions  are 
clearly  rooted  in  common  law  fraud. 
Proponents  of  the  legislation  them- 
selves have  referred  to  the  bill  on 
which  these  provisions  are  based,  S. 
1134,  as  a  "mini-False  Claims  Act," 
which  has,  since  it  first  became  law  in 
1863,  provided  for  a  jury  trial  for  de- 
fendants accused  of  perpetrating  a 
fraud.  The  False  Claims  Act  has  never 
allowed  an  administrative  adjudication 
for  fraudulent  claims,  a  common  law 
action.  The  seventh  amendment  clear- 
ly states  that  a  right  of  jury  trial  at- 
taches for  common  law  actions.  I  vig- 
orously oppose  this  effort  to  subvert 
the  plain  meaning  of  the  Constitution. 

Mr.  President,  I  repeat,  first,  we 
have  already  passed  a  bill  on  fraud 
and  it  is  not  limited  to  $100,000,  but  it 
gives  a  jury  trial  to  anyone  that  is  so 
accused.  That  is  the  .Grassley  bill. 

The  Cohen  bill  is  on  the  calendar 
now.  It  can  be  taken  up  if  he  wants  to 
consider  it  and  I  will  be  glad  for  it  to 
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be  considered.  I  would  like  for  my  bill 
to  be  considered,  as  I  stated,  on  lobby- 
ing and  maybe  we  can  reach  some 
agreement  that  they  can  both  be  con- 
sidered. But  that  is  a  matter  that  the 
Senate  will  have  to  determine. 

On  this  question,  it  is  purely  wheth- 
er you  are  going  to  put  extraneous 
matters  in  this  bill  and  allow  them  to 
stay  in  there;  whether  they  are  in 
there  or  whether  you  add  them  there, 
are  you  going  to  allow  extraneous  mat- 
ters here? 

The  law  we  passed  last  year  said  we 
will  not  have  extraneous  matters  and, 
therefore,  that  is  the  reason  I  am 
going  to  make  a  motion  to  take  this 
out.  We  have  already  killed  the  other 
extraneous  matters  tonight  and  it 
would  be  unfair  to  allow  this  one  to 
stay  in  where  you  have  already  killed 
some  others. 

Mr.  President,  in  closing,  I  feel  this 
is  a  very  important  matter.  I  feel  this 
is  a  matter  that  involves  the  jurispru- 
dence of  this  country.  Are  we  going  to 
set  a  precedent  here? 

A  few  years  ago,  we  had  a  housing 
bill  and  that  allowed  the  bureaucrats 
to  assess  a  civil  penalty  up  to  $10,000. 
The  committee  would  not  report  it 
out,  even.  They  never  did  report  it 
out. 

Well,  this  bill  goes  to  $100,000.  Are 
you  going  to  allow  people  to  be  as- 
sessed a  civil  penalty  up  to  $100,000 
and  not  have  a  trial  by  jury?  Well, 
that  is  what  this  bill  does. 

The  Grassley  bill  allows  a  trial  by 
jury.  What  is  wrong  with  that? 

I  say,  let  us  stand  by  the  Constitu- 
tion and  stand  by  jurisprudence  that  is 
sound  in  this  country. 

For  those  reasons,  Mr.  President,  I 
will  offer  a  motion  to  delete  this  be- 
cause we  think  it  is  unfair. 

I  reserve  the  remainder  of  my  time. 

Mr.  CHILES.  Mr.  President,  I  yield  1 
minute  off  my  time  on  the  bill  to  the 
distinguished  Senator  from  Maine. 

The  PRESIDING  OFFICER.  The 
Senator  from  Maine  is  recognized. 

Mr.  COHEN.  Mr.  President.  I  want 
to  clarify  a  couple  of  quick  points.  I 
am  really  shocked  to  hear  the  Senator 
from  South  Carolina  argue  that  we 
are  subverting  the  Constitution.  How 
in  g6od  conscience  could  he  argue  for 
us  to  support  Judge  Scalia  to  that 
high  bench  when,  in  fact,  it  was  Judge 
Scalia  who  wrote  and  ruled  that  this 
was  entirely  consistent  with  due  proc- 
ess? I  find  that  shocking,  that  we 
could  support  a  man  who  would  sub- 
vert the  Constitution. 

Certainly,  I  would  point  out— and  I 
was  not  going  to  take  the  time— that 
there  is  ample  precedent.  The  Civil 
Monetary  Penalties  Act  passed  in  1981 
is  almost  identical  to  this  measure. 

Finally,  I  would  submit  for  the 
Record,  and  I  will  not  take  the  time, 
but  to  my  colleague.  Senator  Helms, 
on  the  Agriculture  Committee,  we 
have  a  statute  which  allows  for  the 


imposition  of  a  $10,000  fine  for  agri- 
culture stockyard  dealers,  egg  promo- 
tion, agriculture  swine  health,  agricul- 
ture horse  protection,  and  on  and  on 
and  on.  There  are  200  statutes  cur- 
rently on  the  books  that  allow  for  the 
imposition  of  substantial  fines  pursu- 
ant to  civil  monetary  penalties  for 
which  this  Congress  has  authorized 
and  advocated  on  many  occasions  in 
the  past. 

Mr.  President,  I  ask  unanimous  con- 
sent that  a  table  of  statutes  authoriz- 
ing enforcement  through  administra- 
tive imposition  of  civil  penalties  be 
printed  in  the  Record. 

There  being  no  objection,  the  table 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

TABLE  OF  STATUTES  AUTHORIZING  ENFORCEMENT  THROUGH 
ADMINISTRATIVE  IMPOSITION  OF  CIVIL  PENALTIES 
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Do. 

Bd  (bafltting) 

Transportatioo 

Coast  Guard 

12  use 

1.0OO 

do 

Do 

(Shipping) 

(light,  air.  and 

§  1847-Fed 

^ 

49  U  S  C 

10,000 

do 

Ct  of  Appeals 

accommodations 

Reserve  Bd 

§1371(n)(5)- 

'  (Substan,  Evid ) 

'or  passengers) 

(banlungi 

Transportalmn 

46  use  §155- 

250 

...do 

Do. 

12USe  S504- 

1.000 

do 

Do, 

(Fed  Aviation) 

Coast  Guard 

eonptroller  ot 

49  use 

1,000 

do 

Do 

(hospitals. 

tlie  Currency,  or 

§1371(n)(5)(6) 

surgeons  on 

Fed  Reserve 

Civil  Aeronautics 

steamship) 

Bd  (bankmg) 

Bd. 

* 

46  use  §159- 

50 

do 

Do- 

12  U  SC 

1.000 

Submission  o(  data. 

Dist.  Court  (De 

[Transportation 

Coasl  Guard 

§1817ij)(15)- 

views,  argument 

Novo) 

as  of  M-851 
iFed  Aviation) 

death  of 
passengers) 

ttie  Currency. 

49  use 

10,000 

Hearing  (49  C  F  R  Part 

Dist  Court 

46  use  §203- 

25 

do _ 

Do, 

Fed  Reser/e 

§  1809- 

209) 

1  Substan  Evid  i 

Coast  Guard 

Bd ,  or  Fed 
Oeposil  Ins 

Transportation/ 
Fed  Railroad 

(omitting  log 
entries). 

Corp  (banking) 

Admm 

46  use 

500 

do 

Do 

12  use 

1000 

APA  Hearing     

CI,  of  Appeals 

(hazardous 

§  216e-Coast 

§1818(1)- 

(Substan  fvid) 

material) 

Guard 

Same  as  above 

33  use  §244- 

500 

■Hearint;  (33CFR 

Do. 

(unregistered 

12  use 

1.000 

do 

Do. 

Coast  Guard 

pilot). 

§1972(2)(F)- 

(navigation 

46  U SC  §  224- 

500 

do 

Do, 

Same  as  above 

rules  of  Great 

Coast  Guard 

12  use 

1.000 

do 

Dt 

lakes 

(licensing  o( 

§18280)  (3)- 

33  use  §361- 

100 

Hearing , 

Do. 

otticres) 

FWC  (banking) 

Coast  Guard 

46  U  S  C 

100 

do 

Do, 

12  use 

1.000 

do ._. 

Do. 

(Rpl  ot 

§  224a— Coast 

- 

!  1464(d)(8)(B) 

— 

maritime 

Guard  (licensing 

Fed  Home  Loan 

accidents) 

of  crew) 

BankBd 

- 

33  use  §362- 

100 

do 

Do 

46  use. 

100 

..do 

Do. 

(bankmg) 

Coast  Guard 

§  229b-eoast 

12  use 

1.000 

Ik 

Dt^ 

jRpt  ol 

Guard  (licensing 

§1730{li)(3)- 

probable  loss  of 

radio-telegraph 

- 

Fed  Hon*  loan 

vessel) 

operators) 

BanliBd 

33  use  §i71- 

100 

do 

Do 

46  use 

100 

.do 

Do 

(banking) 

Coast  Guard 

§  229f-Coast 

12  U  SC 

10.000 

Submission  of  data. 

Dist  Court  (De 

(Andiorage 

Guard 

§1730(01(16)- 

views,  argument 

Novo) 

grounds) 

(exhibition  of 

Fed  Home  Loan 

33  use  §474- 

200 

do _ 

Do 

license) 

BankBd 

Coast  Guard 

46  use  §232- 

100 

l..do 

Do. 

(l^"*' 

(Anchorage 

Coast  Guard 

12  use 

1,000 

APAHearuig      

a.  at  ,Appeals 

Regs  tor  Si 

(exhibition  of 

§1730a(j)(4)- 

(Substan  End.) 

Marys  River) 

license) 

Fed.  Home  Loan 

33  use 

10000 

do 

Dist  Court  (De 

46  U  SC  §  235- 

100 

do 

Do 

BankBd 

§  1005-Coast 

Novo) 

Coast  Guard 

„',?f!i^' 

Guard  (water 

■ 

(watch  duty) 

12  use 

1.000 

do 

Do. 

pollution) 

46  use  §  246- 

100 

do 

Do 

§1786(|)(2)- 

33  use 
§  1208-Coast 

500 

do ,: 

,.  Dist,  Court 

Coast  Guard 
(certificate  of 

Mat'l  Credit 

(Substan  Evid  ) 

UnonAdrnw 

Guard  (Bridge- 

registry  Great 
Lakes) 

Bd  (banking) 

to-bridge 

19  use 

2 

Notice,  §  1618 

District  Court  (De 

communica- 

46 use  § 362- 

10,000 

do 

Do 

§  1592- 

proceeding. 

Novo) 

tions) 

Coast  Guard 

Treasuiy/ 

33  use 

25,000 

...do 

Do 

(notice  ol 

Customs  Senict 

§  1232-Coast 

compliance  with 

(Tan«»ctol 

Guard 

safety 
standards) 

1930) 

(navigational 

15  use 

5.000 

Note 

Dd^ 

rule) 

46  use 

1,000 

do 

Do, 

§  3414(b)(6)- 

33  u  s  e 

50,000 

do 

Da 

§  390d-Coast 

F«d  Energy 

§  1415-Coast 

Guard  (small 

RegiMry 

Guard  (dumping 

passenger- 

Cmsn  (natural 

in  ocean 

carrying  vessel) 

ps  policy) 

waters) 

Statute  and  Dept  / 
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Statute  and  DepI  /      *" 
AgmcY  (Regulatory     ^ 


Mmmcstralivt  process 


Judicial  review 
(standard) 


Statute  and  Deptv      ""^ 
Agency  (Regulatory     ^^ 

violatioii 


(ioncern) 


Administrative  process 


Judicial  review 
(standard) 


Statute  and  DepI  /      *" 
Agency  (Regulatory     '*™"' 

•^"l  vi 


Administrative  process 


Judicial  review 

I  standard) 


46  use 

25,000 

do 

Oo. 

46  use  8 642- 

50 

do 

Do 

8  391a(14)(A)- 

Coast  Guard 

Coast  Guard 

(Accounting  as 

(inspection  of 

towages). 

steam  vessels) 

46  use  8  652- 

100 

do 

Oo. 

46  use  §398- 

500 

do 

Do. 

eoast  Guard 

Coast  Zissi 

(Examination  of 

(navigating 

witnesses) 

bartge  w/o 
certificalc) 

46  use  § 653- 

500 

do 

Do. 

Coast  Guard 

46  use  §402- 

100    , 

do 

Do. 

(Gomplaint  ttiat 
vessel  IS 

Coast  (^ard 

(receiving 

unseawortliy) 

passengers  in 

46  use  8  660- 

500 

do 

Oo. 

zbsmx  of 

1— eoast  Guard 

unexpired 
certificate  of 

(Space  and 

accommodations 

approval). 

for  crew. 

46  use 

1,000 

do 

Do 

Hospital 

8  420(t)- 
eoast  board 

compartments) 

' 

46  use  §662- 

100 

do 

Da. 

(inspection  of 

eoast  Guard 

steam  vessels) 

(Complamt  as 

46  use  §436- 

500 

do 

Oo. 

to  provisions  or 

eoast  Guard 

water) 

S                            , 

(failure  to  make 

46  use  §664- 

100 

do 

Do. 

repairs) 

eoast  Guard 

46  use  §457- 

■      500 

do 

Do. 

(Permission 

Coast  Guard 

from  master) 

(regattas) 

46  use  §667- 

100 

do 

Dij. 

46  use  §461- 

m 

do 

Do 

Coasl  Guard 

Coasl  Guard 

(Failure  to  keep 

(list  of 

medicines) 

passengers) 

46  use  8  668- 

50 

do 

0». 

46  use  8  481- 

1.000 

do 

Do. 

eoast  Guard 

eoast  Guard 

(Weiglits  and 

(Lifesaving  and 

measures) 

firefigfiting 

46  use  §669- 

100 

do 

Do. 

equip  master 

Coast  Guard 

lists,  tackle  and 

(eiottiing  and 

liawsers,  bilge 

tieal) 

sys) 

•   46  use  §  670- 

500 

do 

Oo. 

46  use  §  482- 

20 

do _., 

Do 

Coast  Guard 

Coast  Guard 

(Slop  cliests) 

(eopies  of  laws 

46  use  §672- 

500 

do 

Oo. 

governing 

eoast  Guard 

marine  vessels) 

• 

(Requirements 

46  use 

500 

do 

Oo 

as  to  crew) 

88  497,222- 

46  use  § 673- 

500 

do 

Do. 

eoast  Guard 

eoast  Guard 

(FaHure  to 

, 

(Requirements 

comply  w/title 

as  to  watcties. 

52  of  revised 

duties  of 

• 

statutes) 

seaman). 

46  use 

200    , 

do 

Do 

46  use  8  677- 

400 

do 

Do. 

e526o-eoast 

Coast  Guard 

Guard  (Motor 

(Production  of 

boat  violations) 

copy  of  list  on 

46  use  8  562- 

100 

do 

Oo 

return  of 

eoast  Guard 

vessel). 

Mercliant 

46  use  8  710- 

50 

do 

Oo. 

Seaman 

eoast  Guard 

(Indenture  ol 

(Slieatli  knncs) 

apprentice) 

46  use  8  882- 

500 

do 

Do. 

46  use  8  567- 

200 

do ;..,. 

Oo. 

Coast  Guard 

eoast  Guard 

(No  of 

Mercliant 

passengers 

Seaman: 

cargo  vessets 

(SHwmg 

' 

may  carry) 

. 

wittvwt 

46  use  8  883- 

200 

do 

Do. 

agreement) 

1— Coast  Guard 

46  use  8  568- 

200 

do... 

Oo. 

(Gorporations. 

Goast  Guard 
(Kmwmgly 

passengers  lor 
hire) 

stiipping  seamen 

46  use 

200 

do 

Do. 

witfnut  articles). 

8  883a-Coast 

46  use  8  571- 

100 

do 

Oo. 

Guard  (US 

eoast  Guard 

vessels  built 

(Shipping 

abroad) 

seamen  m 

46  use 

•2,000 

do 

Do. 

foreign  ports) 

8  1484-Coast 

46  use  8  575- 

20 

do 

Do. 

Guard  (Boating 

Coast  Guard 

Safety  Act). 

(Sliipping 

15  use 

25,000 

APA  Hearing 

Ct  of  Appeals 

wittiout  artide) 

8  2615-EPA 

(Substan  Evid ) 

46  use  8  577- 

100 

do 

Oo 

(Toxic 

Coast  Guard 

substances) 

(Posting  copy  of 

33  use. 

50,000 

do , 

Dist  Court 

agreement) 

8  1415(a)- 

(Substan.  Evid.) 

46  use  8  623- 

200 

do 

Oo 

EPA  (Ocean      . 

eoasf  Guard 

dumping) 

(Neileclof 
Master) 

42  use 

'Value 

do 

Ct  of  Appeals 

§  7420-EPA 

of 

(Substan.  Evid ) 

46  use  8 641- 

50 

do 

Do. 

(Clean  air) 

noncom- 

Coast Guard 

pliance 

(Mode  of 
iscfurge) 

7  use  8  9- 

100,000 

do 

Oo 

Commodity 

Futures  Trading 

Cmsn 

(Commodities 
Trading) 

. 

' 

42 use  § 9- 

100.000 

do 

Do. 

Commodity 

Futures  Trading 

Cmsn 

(Cofflfflodfties 
Trading) 

42  use 

100,000 

Written  argument  * 

Dist  Court  (Oe 

68  2282. 

Admin  Hearing 

Novo)' 

2167(a). 

a  of  Appeals 

5846(b)- 

Nudear 

Regulatory 

- 

(Substan  Evid ). 

Cmsn  (Atomic 

Energy) 
46US.C  §815- 

25,000 

APA  Hearing 

Ct  of  Appeals 

Fed  Maritime 

(Substan  Evid). 

Cmsn  (Maritime 

shipping) 

46  use  §820- 

100 

do 

Do. 

FMC  (Maritime 

snipping). 

46  use 

50,000 

do 

Do. 

8  821(a)-FMC 

(Mantime 

shipping) 

46  use  §  831- 

5,000 

.do -... 

Do. 

FMC  (Maritime 

shippmg) 

47  use 

20,000 

do 

Di 

8  503(b)(3)(A)- 

Fed  Comm 

Cmsn 

(Communica- 
tions) 
50  use.  App 

100.000 

do 

Oist.  Court  (Oe 

6  2410(c)- 

Novo) 

Any  appropriate 

department 

(Nail  Defense) 

>  Cost  of  disinfection,  cleaning 
2  Domestic  value  of  nerchandise 
'  $2,000  and  double  the  amount  claimed 
*  Greater  of  J5.00C  or  cost  ol  unnecessary  services 
'  Or  on  election  ol  defendant 

•halation   (SIO.OOO  total)  for  violation  of  section  1416(4),  SSOO  for 
vnlation  of  ai^  other  provision 
'  Value  of  noncompliance 


D  2040 

Mr.  CHILES  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida. 

Mr.  CHILES.  I  yield  1  minute  to  the 
Senator  from  Michigan. 

Mr.  LEVIN.  In  supporting  the  Sena- 
tor from  Maine,  let  me  read  from  a 
letter  from  one  of  the  most  distin- 
guished administrative  law  professors 
in  this  country.  Professor  Bruff  of  the 
University  of  Texas  Law  School.  He 
wrote: 

Another  question  has  been  raised  whether 
the  seventh  amendment  might  require  jury 
trial  in  program  fraud  conteste.  This  is  quite 
simply  not  a  serious  contention. 

Then  he  goes  on  to  quote  from  the 
case  of  the  Atlas  Roofing  Co. 

Again,  we  already  have  200  statutes 
in  this  country  which  allow  for  the  ad- 
ministrative imposition  of  civil  penal- 
ties. This  would  be  the  201st.  and  it  is 
long  overdue.  The  difference  between 
this  and  the  other  so-called  extrane- 
otis  matters,  by  the  way.  is  that  this 
legislation  is  in  the  reconciliation  bill 
already.   This  would  be   a  technical 
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effort  to  strip  it  from  the  bill  and  an 
excessively  teclinical  interpretation. 
may  I  say,  of  the  Reconciliation  Act. 

Mr.  CHILES.  Mr.  President,  I  yield 
myself  such  time  as  I  may  require. 

Mr.  President.  I  think  a  key  point 
here  is  the  jurisdiction  provision  of 
the  Byrd  amendment.  I  helped  work 
on  the  Byrd  amendment.  I  was  one  of 
the  ones  who  kept  raising  concerns 
about  it.  I  want  to  remind  the  Senate 
of  the  cases  that  triggered  the  provi- 
sion that  we  are  talking  about  here  on 
extraneous  matters,  especially  in 
regard  to  committee  jurisdiction. 

The  supporters  of  the  tobacco  sup- 
port program  did  not  have  the  votes  in 
the  Agriculture  Committee  in  order  to 
get  that  program  re-authorized  in  the 
Agriculture  Committee.  So  the  majori- 
ty leader  at  that  time  rounded  up  the 
votes  in  the  Finance  Committee  and 
they  tackled  that  on  reconciliation. 

We  saw  another  instance  in  which 
the  chairman  of  the  Commerce  Com- 
mittee did  not  have  the  votes  at  that 
time  in  order  to  report  out  a  major 
communications  bill,  so  that  bill  went 
to  the  Finance  Committee.  It  got 
tacked  onto  a  reconciliation  bill  and 
that  major  bill  came  out. 

This  bill  does  not  fit  into  that  situa- 
tion at  all.  We  are  talking  about  a  bill 
that  has  three  times  been  referred  to 
the  Committee  on  Governmental  Af- 
fairs. It  never  had  a  sequential  refer- 
ence. No  one  ever  mentioned  that  it 
should  be  referred  to  another  commit- 
tee. This  started  back  in  1981.  I  think 
with  a  report  from  the  Budget  Com- 
mittee saying  to  Governmental  Af- 
fairs, "We  need  to  do  something  about 
this." 

Of  course,  we  were  hearing  from 
every  inspector  general  saying  'For 
goodness  sake,  give  us  some  help."  We 
were  hearing  from  the  Justice  Depart- 
ment saying,  "We  cannot  prosecute  all 
these  cases.  We  have  to  have  another 
way  of  doing  it." 

The  distinguished  Senator  from 
Maine  took  this  task  on  and  has  been 
laboring  with  it  along  with  the  chair- 
man of  the  Governmental  Affairs 
Committee  and  others  since  that  time. 

So  we  are  not  talking  about  once  but 
three  times  under  the  normal  proce- 
dures of  the  Senate. 

Again  a  point  I  want  to  make  is  that 
this  is  not  a  provision  that  was  con- 
tained in  the  amendment  that  we  have 
adopted,  an  amendment  by  the  Sena- 
tor from  New  Mexico  and  myself.  This 
is  a  provision  that  was  in  the  regular 
reconciliation  bill,  the  $3.5  billion  that 
was  reported  out.  This  is  something 
that  Governmental  Affairs  reported 
out.  CBO  clearly  said  this  was  a 
money  saver,  saving  tremendous  funds 
for  the  Federal  Government,  and  it 
was  proper. 

But,  because  of  that  language 
having  to  do  with  jurisdiction,  the 
Parliamentarian  has  ruled  that  there 
are  a  couple  of  subsections  in  this  bill 


that  the  Judiciary  Committee  could 
say  they  have  some  jurisdiction  over, 
certainly  not  enough  to  get  them  a 
reference.  They  did  not  seek  that  ref- 
erence. 

The  distinguished  Senator  from 
Maine  has  said  he  went  to  their  com- 
mittee and  had  them  hold  a  hearing 
on  the  bill.  He  appeared  at  their  com- 
mittee. So  it  is  not  likely  they  have 
not  had  a  chance  to  hear  it. 

So  when  you  say  that  this  is  like  the 
other  matters  that  we  have  knocked 
out.  not  at  all.  On  the  other  matters 
we  have  knocked  out,  none  of  them 
have  been  under  the  Byrd  amend- 
ment. Each  one  of  them  so  far  have 
been  under  the  general  provisions 
where  we  had  to  take  up  germaneness. 
This  is  totally  different. 

This  is  the  first  rule  that  would  be 
requested,  if  the  distinguished  Senator 
from  South  Carolina  makes  that  re- 
quest, under  the  Byrd  amendment.  It 
is  totally  different  from  germaneness. 
What  we  were  trying  to  stop  with  the 
Byrd  amendment  was  someone  who 
could  not  move  a  bill  in  a  committee 
taking  it  out  and  shopping  it  and 
taking  it  to  another  committee,  as  we 
have  seen  happen  several  times,  and 
taking  it  on  with  a  time  limitation. 
Nothing  could  be  further  in  this  bill 
itself. 

I  do  not  think  there  is  any  reason 
that  it  should  fall  under  those  provi- 
sions, but  I  am  not  the  Parliamentari- 
an. Technically,  he  has  ruled  that  it 
has. 

Mr.  COHEN.  I  will  move  the  provi- 
sions, but  the  Members  should  know  if 
that  is  unsuccessful  on  that  part,  what 
we  will  end  up  with  is  a  continuation 
of  fraud  and  abuse  on  the  part  of  con- 
tractors dealing  with  the  Federal  Gov- 
ernment with  no  effective  relief  to  re- 
cover those  moneys. 

Mr.  CHILES.  Everybody  in  here 
wants  to  talk  about  what  he  does  on 
waste,  fraud,  and  abuse  and  what  he 
does  to  try  to  stop  it.  We  have  a  letter 
from  the  inspector  general  of  the  De- 
partment of  Defense  who  says, 

I  believe  that  your  fraud  bill  is  the  single 
most  important  weapon  to  combat  fraud,  al- 
though it  should  be  applicable  across  the 
board  wiithout  a  monetary  gap. 

What  he  is  saying  is  that  this  is  too 
weak. 

I  think  this  is  the  one  where  you  will 
get  a  chance  to  see  how  you  stand  on 
waste,  fraud,  and  abuse. 

Mr.  THURMOND.  How  much  time 
remains? 

The  PRESIDING  OFFICER.  The 
Senator  has  5  minutes  and  24  seconds. 

Mr.  THURMOND.  Mr.  President,  I 
just  want  to  say  that  someone  suggest- 
ed that  I  seek  a  referral  of  this  bill  to 
another  committee.  I  did  not  want  to 
delay  it.  It  could  go  on  the  calendar 
and  it  is  on  the  calendar.  It  can  be  con- 
sidered in  due  course. 

But,  again  I  say  if  it  is  extraneous,  it 
should  not  be  on  this  bill.  If  you  put 


this  on  here  it  would  be  unfair  to 
others  who  are  trying  to  put  in  other 
bills  that  are  good  bills,  too. 

Of  course,  we  are  against  fraud.  We 
have  laws  against  fraud.  The  Grassley 
bill  is  a  good  bill  on  fraud.  It  provides 
for  a  jury  trial.  This  does  not.  Just 
wait  until  somebody  has  a  case  here 
and  is  assessed  a  civil  penalty  of 
$100,000  and  then  what  are  the  people 
going  to  say?  They  will  say,  "What  in 
the  world  is  the  Senate  doing  that 
does  not  give  a  person  a  trial  by  jury 
but  he  gets  a  civil  penalty  of 
$100,000?" 

Mr.  President,  I  yield  back  the  re- 
mainder of  my  time. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

PROGRAM  FRAUD  CIVIL  REMEDIES  ACT 

Mr.  MATHIAS.  Mr.  President,  I  rise 
to  commend  the  senior  Senator  from 
Maine.  Senator  Cohen,  for  his  diligent 
efforts  to  combat  fraud  against  the 
Government. 

As  a  member  of  the  Governmental 
Affairs  and  Judiciary  Committees,  I 
have  followed  several  pieces  of  legisla- 
tion that  address  the  problem  of  false 
claims  against  the  Government.  The 
Program  Fraud  Civil  Remedies  Act- 
legislation  often  described  as  a  "mini" 
False  Claims  Act— establishes  a 
remedy  for  combatting  the  contempti- 
ble frauds  that  Americans  hear  about 
all  too  frequently. 

At  a  time  when  every  Federal  de- 
partment and  agency  is  struggling  to 
keep  up  with  budgetary  demands,  it  is 
infuriating  to  know  that  Americans 
are  being  cheated  out  of  desperately 
needed  funds.  During  arduous  times 
marked  by  the  elimination  of  Govern- 
ment programs,  these  frauds  are  par- 
ticularly loathsome  because  they  un- 
dermine the  confidence  in  which 
Americans  hold  their  Government. 

While  many  might  be  tempted  to 
react  to  this  problem  with  an  overly 
broad  and  instrusive  response,  it  is 
comforting  to  find  that  Senator 
Cohen,  sponsor  of  the  legislation,  has 
been  sensitive  that  due  process  protec- 
tions vital  to  our  legal  system  are  not 
overlooked. 

For  example,  the  bill  demands  a 
standard  of  intent  that  ensures  that 
individuals  who  act  in  good  faith  with 
no  wrongful  purpose  are  not  punished. 
I  was  pleased  to  see  that  the  commit- 
tee report  accompanying  the  bill  ex- 
plicitly states  that  errors  arising  from 
mere  negligence,  mistake,  momentary 
thoughtlessness  or  inadvertence  will 
not  result  in  liability.  This  standard  of 
intent  will  help  to  ensure  that  inno- 
cent people  are  not  unjustly  hounded. 

I  would  ask  the  Senator  from  Maine 
to  clarify  two  issues  of  critical  interest. 
The  first  involves  the  possibility  that 
this  legislation  could  subject  Federal 
employees  to  disingenuous  charges  or 
"witch  hunts,"  if  you  will. 
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While  I  have  no  sympathy  for  the 
civil  servant  who  cheats  his  friends 
and  neighbors  by  engaging  in  fraudu- 
lent activities,  I  am  concerned  about 
the  overwhelming  majority  of  Govern- 
ment employees  who  are  hard  working 
and  conscientious  individuals— men 
and  women  whose  work  is  vital  to  the 
smooth  operation  of  the  many  services 
and  programs  that  we  have  come  to 
take  for  granted.  I  would  like  to  ask 
my  friend  from  Maine  whether  he  in- 
tends for  the  legislation  to  supersede 
the  various  regulations  and  procedures 
that  have  been  implemented  to  pro- 
tect Government  employees  involved 
in  simple  disputes  with  their  supervi- 
sors. 

Mr.  COHEN.  I  would  first  like  to 
thank  the  senior  Senator  from  Mary- 
land, who  has  long  been  a  strong  advo- 
cate for  Federal  employees"  rights,  for 
his  supportive  comments.  In  response 
to  the  Senator's  inquiry,  I  want  to 
assure  him  that  we  do  not  intend  for 
the  program  fraud  bill  to  supersede 
the  time-tested  disciplinary  proceed- 
ings provided  under  current  law.  The 
committee  report  accompanying  S. 
1134  specifically  states  that  these  dis- 
ciplinary proceedings  are  separate  and 
distinct  from  the  program  fraud  pro- 
ceedings, and  that  employees'  rights 
provided  under  current  law  would 
remain  unchanged. 

Mr.  MATHIAS.  It  nonetheless  con- 
cerns me,  Mr.  President,  that  under 
certain  circumstances,  a  simple,  run- 
of-the-mill  dispute  between  a  govern- 
ment employee  and  his  or  her  supervi- 
sor might  be  actionable  under  this  bill. 
I'd  like  to  ask  Senator  Cohen  whether 
S.  1134  safeguards  against  potential 
abuse  like  this? 

Mr.  COHEN.  The  bill  most  certainly 
does  safeguard  against  potential 
abuse.  There  are  numerous  checks  and 
balances  inherent  in  the  program 
fraud  proceeding,  which,  coupled  with 
the  due  process  protections  adopted 
from  the  Administrative  Procedure 
Act,  provide  sufficient  insulation  be- 
tween actors  to  ensure  objective,  inde- 
pendent, and  fair  decisions. 

First,  investigations  are  conducted 
by  the  agency's  "investigating  offi- 
cial," usually  the  inspector  general, 
who  is  independent  of  the  agency.  Any 
allegations  of  wrongdoing  are  consid- 
ered by  the  agency's  "reviewing  offi- 
cial, "  a  person  separate  from  the  in- 
vestigating official's  office,  to  deter- 
mine whether  there  is  adequate  evi- 
dence to  believe  that  a  false  claim  or 
statement  has  been  made.  The  review- 
ing official  is  expected  to  provide  an 
objective  assessment  of  the  evidence, 
free  from  any  prosecutorial  bias,  to 
screen  the  meritorious  cases  from 
those  that  lack  merit. 

If  the  reviewing  official  determines 
there  is  adequate  evidence,  the  matter 
is  referred  to  the  Justice  Department 
for  review  and  approval.  This  proce- 
dure ensures  that  the  Department  will 


have  an  opportunity  to  review  the 
charges  and  elect,  if  it  so  chooses,  to 
litigate  in  Federal  court.  If  the  De- 
partment declines  litigation  and  ap- 
proves administrative  action,  the 
agency  may  commence  proceedings 
against  the  person  alleged  to  be  liable. 

In  the  case  of  a  'run-of-the-mill"  dis- 
pute, as  described  by  my  friend  from 
Maryland,  I  do  not  believe  that  the 
Justice  Department  should  initiate 
litigation  or  approve  administrative 
action.  If  the  charges  so  require,  how- 
ever, the  reviewing  official  would  issue 
a  "complaint,"  notifying  the  person  of 
the  charges  and  of  his  or  her  right  to 
a  hearing. 

An  administrative  law  judge— an  in- 
dependent, trained  hearing  examin- 
er—would conduct  the  hearing  to  de- 
termine whether  or  not  the  person  is 
liable  and  the  amount  of  penalty  and 
assessment,  if  any,  to  be  imposed.  The 
hearing  itself  would  be  conducted  pur- 
suant to  the  due  process  safeguards  of 
the  Administrative  Procedure  Act, 
which  entitles  the  person  to  a  written 
notice  of  the  allegations,  the  right  to 
be  represented  by  counsel,  and  the 
right  to  present  evidence  on  his  or  her 
own  behalf.  The  bill  even  goes  beyond 
these  APA  protections  by  granting  the 
person  expansive  discovery  rights. 

Finally,  the  person  accused  of 
wrongdoing  has  the  right,  after  having 
exhausted  all  administrative  appeals, 
to  seek  judicial  review  in  the  U.S. 
Court  of  Appeals  for  the  circuit  in 
which  the  person  resides  or  in  which 
the  claim  or  statement  found  to  be 
liable  was  made. 

Taken  together,  I  believe  these  pro- 
cedural safeguards  will  effectively 
serve  to  preclude  any  such  "witch 
hunts.  " 

Mr.  MATHIAS.  I  thank  the  senior 
Senator  from  Maine  for  that  explana- 
tion. My  second  concern,  Mr.  Presi- 
dent, is  the  possibility  that  the  legisla- 
tion could  be  used  against  benefici- 
aries of  Government  programs,  such 
as  Medicare,  Medicaid,  or  food  stamp 
recipients,  who  may  inadvertently 
submii  erroneous  claims  to  the  Gov- 
ernment through  mere  negligence  or 
mistake.  I  am  concerned  because,  in 
many  instances,  the  beneficiaries  are 
elderly  or  poorly  educated. 

I  would  like  to  ask  my  colleague. 
Senator  Cohen,  how  he  foresees  this 
administrative  proceeding  being  used 
in  beneficiary  fraud  cases,  and,  again, 
whether  he  believes  there  is  a  poten- 
tial for  abuse  in  these  cases. 

Mr.  COHEN.  The  program  fraud  bill 
is  intended  to  apply  Governmentwide, 
since  fraud  in  benefit  and  assistance 
programs  is  just  as  costly  as  fraud  in 
defense  procurement.  While  most  of 
the  "horror"  stories  we  read  about  in 
the  papers  involve  procurement  fraud, 
there  is  substantial  evidence  of  fraud 
in  benefit  programs  as  well. 

As  I've  mentioned,  the  program 
fraud  bill  is  designed  to  serve  as  an  ad- 


ministrative counterpart  of  the  civil 
False  Claims  Act,  which  covers  anyone 
who  submits  a  false  claim  to  the  Gov- 
ernment. The  bill,  therefore,  would 
capture  conduct  already  prohibited  by 
the  False  Claims  Act— including  fraud 
in  benefit  programs— which  could  be 
litigated  in  court  but  is  not. 

Concerning  the  potential  for  abuse,  I 
would  again  emphasize  to  my  friend. 
Senator  Mathias,  that  the  safeguards 
provided  in  the  bill  will  prevent  any 
such  abuse.  In  addition  to  the  protec- 
tions already  mentioned,  the  bill  also 
requires  that  the  agency,  before  pro- 
ceeding with  administrative  action 
against  a  person  alleged  to  be  liable, 
must  assess  the  prospects  for  collect- 
ing money  from  that  person.  If  there 
are  no  prospects  for  collection,  which 
may  frequently  be  the  case  with  low- 
income  beneficiaries,  it  is  our  intent 
that  the  agency  should  not  go  forward 
with  administrative  action.  In  addi- 
tion, we  would  oversee  implementation 
of  the  bill,  if  passed,  to  ensure  that  it 
is  not  used  to  harass  bona  fide  recipi- 
ents of  Government  benefits. 

In  my  judgment,  Mr.  President,  per- 
sons who  receive  benefits  through 
fraud  cheat  the  legitimate  benefici- 
aries who  need  these  assistance  pro- 
grams. In  addition  to  recouping  money 
lost  to  fraud,  then,  the  program  fraud 
bill  would  enhance  public  support  for 
these  programs  by  helping  to  deter 
persons  who  are  ineligible  to  partici- 
pate. 

Mr.  MATHIAS.  I  agree  and  con- 
gratulate my  colleague  for  his  excel- 
lent work.  I  am  pleased  to  see  the  bill 
pass  the  Senate  with  the  clarifications 
provided  by  the  Senator  from  Maine. 

Mr.  DOMENICI.  Let  me  say  to  my 
good  friend.  Senator  Thurmond,  that  I 
am  most  appreciative.  I  am  sorry  it 
was  difficult  for  me  to  yield  but  I  did 
not  have  much  time.  As  I  understand 
it,  before  I  started  talking,  I  had  16 
minutes  on  my  side. 

The  PRESIDING  OFFICER.  That  is 
correct. 

Mr.  DOMENICI.  The  issue  that  has 
been  debated  has  not  yet  been  raised. 
Sometime  in  the  next  couple  of  hours 
it  will  get  raised.  You  will  all  remem- 
ber the  arguments,  I  assume,  and 
decide  how  you  are  going  to  vote. 

I  understand  the  distinguished  Sena- 
tor from  Kansas  would  like  to  offer  an 
amendment.  I  wonder  if  she  can  tell  us 
how  much  time  she  will  use. 

Mrs.  KASSEBAUM.  I  thank  the 
Senator  from  New  Mexico.  I  believe  10 
minutes  on  my  side.  I  would  like  to 
have  a  little  bit  more  but  I  can  do  it  in 
10  minutes. 

D  2050 

Mr.  DOMENICI.  Why  do  we  not  try 
10  on  the  Senator's  side  and  5  in  oppo- 
sition for  now  and  let  us  see  where  we 
end  up. 
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Mrs.  KASSEBAUM.  That  is  all 
right.  Mr.  President. 

The  PRESIDING  OFFICER.  Does 
the  Senator  make  a  unanimous-con- 
sent request? 

Mr.  DOMENICI.  Mr.  President,  I 
ask  unanimous  consent  that  such  be 
the  time  allowed  on  this  amendment. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered. 

The  Senator  from  Kansas  [Mrs. 
Kassebaum]  is  recognized. 

AMENDMENT  NO.  28SS 

(Purpose;  To  provide  for  unform  standards 

of  liability  for  harm  arising  out  of  general 

aviation  accidents) 

Mrs.  KASSEBAUM.  Mr.  President.  I 
send  an  amendment  to  the  desk  and 
ask  for  its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  Kansas  [Mrs.  Kasse- 
BAtJMl.  for  herself,  Mr.  Dole.  Mr.  Nickles, 
Mr.  Denton.  Mr.  Harkin.  Mr.  Presslf"  .  Mr. 
Garn.  Mr.  Abdnor.  Mr.  Heinz.  Mr.  Kasten. 
Mr.  GoiDWATER.  Mr.  Inouye,  Mr.  Simpson. 
Mr.  ExoN.  Mr.  Specter.  Mr.  Zorinsky.  Mr. 
Wallop,  Mr.  Murkowski.  Mr.  Rudman.  and 
Mrs.  Hawkins,  proposes  an  amendment 
numbered  2855. 

Mrs.  KASSEBAUM.  Mr.  President,  I 
ask  unanimous  consent  that  further 
reading  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

At  the  appropriate  place  in  the  amend- 
ment, add  the  following: 

TITLE      -AVIATION  ACCIDENT 
LIABILITY 

SHORT  TITLE 

Sec.  01.  This  title  may  be  cited  as  the 
"General  Aviation  Accident  Liability  Stand- 
ards Act  of  1986". 

.BINDINGS  and  purpose 

Sec.     02.  (a)  The  Congress  Finds  That— 

(1)  transportation  by  air  of  passengers 
continues  to  comprise  an  increasingly  im- 
portant component  of  the  Nations  overall 
transportation  system: 

(2)  although  the  incidence  of  injuries  to 
passengers  in  general  aviation  accidents  has 
decreased,  the  number  of  general  aviation 
accident  liability  claims  against  general 
aviation  aircraft  manufacturers  and  the 
amount  of  damages  sought  in  such  claims  Is 
increasing  at  disproportionate  rates,  beyond 
any  relationship  to  the  quality  of  the  air- 
craft manufactured  and  in  use: 

(3)  the  current  system  for  determining  li- 
ability and  damages  for  compensating  indi- 
viduals injured  in  general  aviation  accidents 
is  inadequate: 

(4)  competent  general  aviation  manufac- 
turers and  component  part  manufacturers 
are  ceasing  or  limiting  production  of  general 
aviation  aircraft  or  some  models  of  such  air- 
craft because  of  the  increasing  costs  and  un- 
availability of  product  liability  insurance: 

(5>  the  increase  in  the  number  of  liability 
claims  and  the  size  of  awards  and  settle- 
ments, and  the  excessive  time  and  expense 
devoted  to  the  resolution  of  such  claims, 
impose  a  substantial  economic  burden  on 
general  aviation  manufacturers  and  their 
dealers: 


(6)  the  Federal  Government  has  an  inter- 
est in  the  general  aviation  accident  liability 
system  because  the  Federal  Government 
has  established  a  comprehensive  system  for 
regulating  general  aviation,  including— 

(A)  establishing  standards  for  design,  con- 
struction, and  certification  of  general  avia- 
tion aircraft, 

(B)  establishing  standards  for  mainte- 
nance of  aircraft,  licensing  of  repair  facili- 
ties, and  licensing  of  persons  who  may  per- 
form or  approve  maintenance,  repairs,  and 
inspections, 

(C)  establishing  standards  for  training  and 
licensing  of  pilots. 

(D)  establishing  a  comprehensive  air  con- 
trol system. 

(E)  conducting  investigations  to  determine 
the  probable  cause  of  aviation  accidents  and 
prevent  future  accidents,  and 

(F)  conducting  other  activities  necessary 
to  assure  a  safe  air  transportation  system, 
and   this  Federal   system   is  the  exclusive 
legal  authority  for  regulating  aviation  oper- 
ations and  safety: 

(7)  it  is  in  the  national  interest  to  reduce 
unnecessary  expenditures  related  to  general 
aviation  accident  liability  claims  while  pro- 
viding more  rapid  and  more  efficient  com- 
pensation for  individuals  harmed  in  general 
aviation  accidents:  and 

(8)  Federal  action  to  reform  the  general 
aviation  accident  liability  system  will  result 
in— 

(A)  the  maintenance  of  airworthy  general 
aviation  aircraft:  and 

(B)  a  more  rational  general  aviation  acci- 
dent liability  system. 

(b)  It  is  the  purpose  of  this  title  to  estab- 
lish standards  for  determining  liability  for 
harm  arising  out  of  general  aviation  acci- 
dents. 

DEFINITIONS 

Sec.     03.  As  used  in  this  title,  the  term— 

(1)  "Administrator"  means  the  Adminis- 
trator of  the  Federal  Aviation  Administra- 
tion: 

(2)  "claimant"  means  any  person  who 
brings  a  general  aviation  accident  liability 
action  subject  to  this  title,  and  any  person 
on  whose  behalf  such  an  action  is  brought, 
including— 

(A)  the  claimant's  decedent:  and 

(B)  the  claimant's  parent  or  guardian,  if 
the  action  is  brought  through  or  on  behalf 
of  a  minor  or  incompetent: 

(3)  "general  aviation  accident"  means  any 
accident  which  arises  out  of  the  operation 
of  any  general  aviation  aircraft  and  which 
results  in  harm: 

(4)  "general  aviation  aircraft"  means  any 
aircraft  for  which  a  type  certificate  or  an 
airworthiness  certificate  has  been  issued  by 
the  Administrator  under  the  Federal  Avia- 
tion Act  of  1958  (49  App.  U.S.C.  1301  et 
seq.),  which,  at  the  time  such  certificate  was 
originally  issued,  had  a  maximum  seating 
capacity  of  fewer  than  twenty  passengers, 
and  which  is  not,  at  the  time  of  the  acci- 
dent, engaged  in  scheduled  passenger  carry- 
ing operations  as  defined  in  regulations 
issued  under  the  Federal  Aviation  Act  of 
1958  (49  App.  U.S.C.  1301  et  seq.): 

<5)  "general  aviation  manufacturer" 
means— 

(A)  the  builder  or  manufacturer  of  the  air 
frame  of  a  general  aviation  aircraft: 

<B)  the  manufacturer  of  the  engine  of  a 
general  aviation  aircraft:  and 

(C)  the  manufacturer  of  any  system,  com- 
ponent, subassembly,  or  other  part  of  a  gen- 
eral aviation  aircraft: 

(6)  "harm  "  means— 


(A)  property  damage  or  bodily  injury  sus- 
tained by  a  person: 

(B)  death  resulting  from  such  bodily 
injury: 

(C)  pain  and  suffering  which  is  caused  by 
such  bodily  injury:  and 

(D)  emotional  harm  (including  bereave- 
ment and  loss  of  affection,  care,  or  society) 
which  is  caused  by  such  bodily  injury: 

(7)  product"  means  a  general  aviation 
aircraft  and  any  system,  component,  subas- 
sembly, or  other  part  of  a  general  aviation 
aircraft;  and 

(8)  "property  damage"  means  physical 
injury  to  tangible  property,  including  loss  of 
use  of  tangible  property. 

preemption:  applicability 
Sec.  04.  (a)  This  title  supersedes  any 
State  law  regarding  recovery,  under  any 
legal  theory,  for  harm  arising  out  of  a  gen- 
eral aviation  accident,  to  the  extent  that 
this  title  establishes  a  rule  of  law  or  proce- 
dure applicable  to  the  claim. 

(b)  Nothing  in  this  title  shall  be  construed 
to  supersede  or  to  waive  or  affect  any  de- 
fense of  sovereign  immunity  asserted  by  the 
United  States  or  any  State. 

(c)  Nothing  in  this  title  shall  be  construed 
to  affect  the  liability  of  a  manufacturer, 
owner  or  operator  of  any  aircraft  that  is  not 
a  general  aviation  aircraft,  or  a  person  who 
repairs  maintains,  or  provides  any  other 
support  for  any  aircraft  that  is  not  a  gener- 
al aviation  aircraft,  for  damages  for  harm 
arising  out  of  the  operation  of  an  aircraft 
that  is  not  a  general  aviation  aircraft. 

(d)  No  right  of  action  for  harm  exists 
under  this  title  if  that  right  would  be  incon- 
sistent with  the  provisions  of  any  applicable 
workers'  compensation  law. 

(e)  The  provisions  of  this  title  shall  only 
apply  to— 

(1)  any  manufacturer,  owner,  or  operator 
of  any  general  aviation  aircraft,  and  any 
person  who  repairs,  maintains,  or  provides 
any  other  support  for  such  an  aircraft: 

(2)  any  occupant  of  a  general  aviation  air- 
craft at  the  time  of  a  general  aviation  acci- 
dent, and  any  person  who  brings  an  action 
for  harm  caused  by  such  accident  on  behalf 
of  such  occupant;  and 

(3)  any  nonoccupant  of  a  general  aviation 
aircraft  at  the  time  of  a  general  aviation  ac- 
cident, only  if  such  nonoccupant  is  bringing 
an  action  for  harm  caused  by  such  accident 
which  arises  out  of  the  harm  to  an  occupant 
of  such  aircraft  at  the  time  of  such  accident. 

uniform  standards  of  liability  for 
general  aviation  accidents 

Sec  05.  (a)  Any  person  claiming  dam- 
ages for  harm  arising  out  of  a  general  avia- 
tion accident  may  bring  an  action  against  a 
party  and  may  recover  damages  from  such 
party,  if  such  party  was  negligent  and  such 
negligence  is  a  proximate  cause  of  the 
claimant's  harm. 

(b)(1)  Any  person  claiming  damages  for 
harm  arising  out  of  a  general  aviation  acci- 
dent may  bring  an  action  against  a  general 
aviation  manufacturer  of  a  product  and  may 
recover  damages  from  such  general  aviation 
manufacturer  if— 

(A)  the  product,  when  it  left  the  control 
of  the  manufacturer,  was  in  a  defective  con- 
dition unreasonably  dangerous  for  its  in- 
tended purpose,  according  to  engineering 
and  manufacturing  practices  which  were 
reasonably  feasible: 

(B)  the  defective  condition  is  a  proximate 
cause  of  the  claimant's  harm:  and 

<C)  the  general  aviation  aircraft  was  being 
used  at  the  time  of  the  accident  for  a  pur- 
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pose and  in  a  manner  for  which  it  was  de- 
signed and  manufactured. 

(2)  Any  person  claiming  damages  for  harm 
arising  out  of  a  general  aviation  accident 
may  bring  an  action  against  a  general  avia- 
tion manufacturer  of  a  product  and  may  re- 
cover damages  from  such  general  aviation 
manufacturer  if— 

(A)  at  the  time  the  product  left  the  con- 
trol of  the  manufacturer,  the  manufactur- 
er— 

(i)  knew,  or  in  the  exercise  of  reasonable 
care  should  have  known,  about  a  danger 
connected  with  the  product  that  caused  the 
claimant's  harm:  and 

(ii)  failed  to  provide  the  warnings  or  in- 
structions that  a  person  exercising  reasona- 
ble care  would  have  provided  with  respect  to 
the  danger  which  caused  the  harm  alleged 
by  the  claimant,  unless  such  warnings  or  in- 
structions, if  provided,  would  not  have  ma- 
terially affected  the  conduct  of  the  user  of 
the  product:  or 

(B)  after  the  product  left  the  control  of 
the  general  aviation  manufacturer,  the 
manufacturer— 

(i)  knew,  or  in  the  exercise  of  reasonable 
care  should  have  known,  about  the  danger 
which  caused  the  claimant's  harm:  and 

(ii)  failed  to  take  reasonable  steps  to  pro- 
vide warnings  or  instructions,  after  the 
manufacture  of  the  product,  which  would 
have  been  provided  by  a  person  exercising 
reasonable  care,  unless  such  warnings  or  in- 
structions, if  provided,  would  not  have  ma- 
terially affected  the  conduct  of  the  product 
user: 

and  the  failure  to  provide  warnings  or  in- 
structions described  in  subparagraph  (A) 
and  (B)  of  this  paragraph  is  a  proximate 
cause  of  the  claimant's  harm. 

(3)  Any  person  claiming  damages  for  harm 
arising  out  of  a  general  aviation  accident 
may  bring  an  action  against  a  general  avia- 
tion manufacturer  of  a  product  and  may  re- 
cover damages  from  such  general  aviation 
manufacturer  if— 

(A)  the  manufacturer  made  an  express 
warranty  with  respect  to  the  product: 

(B)  such  warranty  relates  to  that  aspect  of 
the  product  which  caused  the  harm: 

(C)  the  product  failed  to  conform  to  such 
warranty:  and 

(D)  the  failure  of  the  product  to  conform 
to  such  warranty  is  a  proximate  cause  of  the 
claimant's  harm. 

(c)(1)  In  an  action  governed  by  subsection 
(b)  of  this  section,  a  general  aviation  manu- 
facturer shall  not  be  liable  if  such  manufac- 
turer proves,  by  a  preponderance  of  the  evi- 
dence, that— 

(A)  the  defective  condition  could  have 
been  corrected  by  compliance  with  action 
described  in  an  airworthiness  directive 
issued  by  the  Administrator  or  a  service  bul- 
letin issued  by  the  manufacturer  of  the 
product:  and 

(B)  such  directive  or  service  bulletin  was 
issued  at  a  reasonable  time  before  the  date 
of  the  accident  and  after  the  product  left 
the  control  of  the  general  aviation  manufac- 
turer. 

(2)  In  any  action  governed  by  subsection 
(b)  of  this  section,  evidence  of  compliance 
with  standards,  conditions  or  specifications 
established,  adopted  or  approved  by  the 
Federal  Aviation  Administration  shall  be  ad- 
missible with  regard  to  whether  the  product 
was  defective  and  unreasonably  dangerous 
for  its  intended  purpose. 

COMPARATIVE  RESPONSIBILITY 

Sec.  06.  (a)  All  actions  for  harm  arising 
out  of  a  general  aviation  accident  shall  be 
governed  by  the  principles  of  comparative 


responsibility.  Comparative  responsibility 
attributed  to  the  claimant's  conduct  shall 
not  bar  recovery  in  an  action  under  this 
title,  but  shall  reduce  any  damages  awarded 
to  the  claimant  in  an  amount  proportionate 
to  the  responsibility  of  the  claimant.  The 
trier  of  fact  shall  determine  comparative  re- 
sponsibility by  making  findings  indicating 
the  percentage  of  total  responsibility  for 
the  claimant's  harm  attributable  to  the 
claimant,  each  defendant,  each  third-party 
defendant,  and  any  other  person  not  a  party 
to  the  action. 

(b)  Except  as  provided  in  subsection  (c)  of 
this  section,  a  defendant  is  severally  but  not 
jointly  liable  in  any  action  for  harm  arising 
out  of  a  general  aviation  accident,  and  the 
liability  of  any  defendant  in  any  such  action 
shall  be  determined  on  the  basis  of  such  de- 
fendant's proportionate  share  of  responsi- 
bility for  the  claimant's  harm. 

(c)  In  any  action  for  harm  arising  out  of  a 
general  aviation  accident— 

(Da  general  aviation  manufacturer  who  is 
the  builder  or  manufacturer  of  the  airframe 
of  the  general  aviation  aircraft  involved  is 
jointly  and  severally  liable  for  harm  caused 
by  a  defective  system,  component,  subas- 
sembly, or  other  part  of  such  aircraft  that 
the  manufacturer  installed  or  certified  as 
part  of  the  original  type  design  for  such  air- 
craft: and 

(2)  a  general  aviation  manufacturer  who  is 
the  manufacturer  of  a  system  or  component 
of  the  general  aviation  aircraft  involved  is 
jointly  and  severally  liable  for  damages 
caused  by  a  defective  subassembly  or  other 
part  of  such  system  or  component. 

(d)  A  general  aviation  manufacturer  and 
any  other  person  jointly  liable  under  sub- 
section (c)  of  this  section  shall  have  the 
right  to  bring  an  action  for  indemnity  or 
contribution  against  any  person  with  whom 
they  are  jointly  liable  under  subsection  (c) 
of  this  section. 

TIME  LIMITATION  OF  LIABILITY 

Sec  07.  (a)  Except  as  provided  in  subsec- 
tion (b)  of  this  section,  no  civil  action  for 
harm  arising  out  of  a  general  aviation  acci- 
dent which  is  brought  against  a  general 
aviation  manufacturer  may  be  brought  for 
harm  which  is  alleged  to  have  been  caused 
by  an  aircraft  or  a  system,  component,  sub- 
assembly, or  other  part  of  an  aircraft  and 
which  occurs  more  than— 

( 1 )  twenty  years  from— 

(A)  the  date  of  delivery  of  the  aircraft  to 
its  first  purchaser  or  lessee,  if  delivered  di- 
rectly from  the  manufacturer:  or 

(B)  the  date  of  first  delivery  of  the  air- 
craft to  a  person  engaged  in  the  business  of 
selling  or  leasing  such  as  aircraft:  or 

(2)  with  respect  to  any  system,  compo- 
nent, subassembly,  or  other  part  which  re- 
placed another  product  in,  or  which  was 
added  to,  the  aircraft,  and  which  is  alleged 
to  have  caused  the  claimant's  harm,  twenty 
years  from  the  date  of  the  replacement  or 
addition. 

(b)  Subsection  (a)  of  this  section  does  not 
apply  in  the  case  of  harm  to  a  claimant 
which  occurs  after  the  period  set  forth  in 
subsection  (a)  of  this  section  if  the  general 
aviation  manufacturer  or  the  seller  of  the 
product  that  caused  the  claimant's  harm 
gave  an  express  warranty  that  the  product 
would  be  suitable,  for  the  purpose  for  which 
it  was  intended,  for  a  longer  period  of  time. 

(c)  Nothing  in  this  section  shall  be  con- 
strued to  affect  a  person's  duty  to  provide, 
after  the  sale  or  lease  of  an  aircraft,  to  air- 
craft owners,  and  to  repair  facilities  to 
which  a  license  or  certificate  to  perform  re- 
pairs has  been  issued  by  the  Administrator. 


additional  or  modified  warnings  or  instruc- 
tions regarding  the  use  or  maintenance  of 
such  aircraft  or  any  system,  component,  or 
other  part  of  such  aircraft. 

SUBSEQUENT  REMEDIAL  MEASURES 

Sec  08.  In  any  general  aviation  accident 
liability  action  governed  by  this  title,  evi- 
dence of  any  measure  taken  after  an  event 
which,  if  taken  previously,  would  have  made 
the  event  less  likely  to  occur  is  not  admissi- 
ble to  prove  liability.  Such  evidence  is  ad- 
missible to  the  extent  permitted  under  rule 
407  of  the  Federal  Rules  of  Evidence. 

ADMISSIBILITY  OF  CERTAIN  EVIDENCE 

Sec  09.  In  an  action  governed  by  thi« 
title,  evidence  of  Federal,  State,  or  local 
income  tax  liability  or  any  social  security  or 
other  payroll  tax  liability  attributable  to 
past  or  future  earnings,  support,  or  profits 
and  the  present  value  of  future  earnings, 
support,  or  profits  alleged  to  have  been  lost 
or  diminished  because  of  harm  arising  out 
of  a  general  aviation  accident  is  admissible 
regarding  proof  of  the  claimant's  harm. 

PUNITIVE  DAMAGES 

Sec  10.  (a)  I>unitive  damages  may  be 
awarded  in  an  action  under  this  title  for 
harm  arising  out  of  a  general  aviation  acci- 
dent only  if  the  claimant  establishes  by 
clear  and  convincing  evidence  that  the  harm 
suffered  was  the  direct  result  of  conduct 
manifesting  a  conscious,  flagrant  indiffer- 
ence to  the  safety  of  those  persons  who 
might  be  harmed  by  use  of  the  general  avia- 
tion aircraft  involved. 

(b)  Evidence  regarding  the  financial  worth 
of  a  defendant  or  the  defendant's  profits  or 
any  other  evidence  relating  solely  to  a  claim 
for  punitive  damages  under  this  title  is  not 
admissible  unless  the  claimant  establishes, 
before  any  such  evidence  is  offered,  that  the 
claimant  can  present  evidence  that  will  es- 
tablish prima  facie  proof  of  conduct  mani- 
festing a  conscious,  flagrant  indifference  to 
the  safety  of  those  persons  who  might  be 
harmed  by  use  of  the  general  aviation  air- 
craft involved. 

(c)  In  any  civil  action  in  which  the  alleged 
harm  to  the  claimant  is  death  and  the  appli- 
cable State  law  provides,  or  has  been  con- 
strued to  provide,  for  damages  only  punitive 
in  nature,  a  defendant  may  be  liable  for  any 
such  damages  pursuant  to  the  provisions  of 
this  title  regardless  of  whether  a  claim  is  as- 
serted under  this  section.  The  recovery  of 
any  such  damages  shall  not  bar  a  claim 
under  this  section. 

TIME  LIMITATION  ON  BRINGING  ACTIONS 

Sec  U.  (a)  Any  action  for  harm  arising 
out  of  a  general  aviation  accident  shall  be 
barred,  notwithstandng  any  State  law. 
unless— 

(1)  the  complaint  is  filed  within  2  years 
after  the  date  on  which  the  accident  oc- 
curred which  caused  the  claimant's  harm; 
and 

(2)  the  summons  and  complaint  are  prop- 
erly served  upon  the  defendant  within  one 
hundred  and  twenty  days  after  the  filing  of 
such  compliant,  unless  the  party  on  whose 
behalf  such  service  is  required  can  show 
good  cause  why  such  service  was  not  made 
within  such  one  hundred  and  twenty-day 
period. 

Paragraph  (2)  of  this  subsection  shall  not 
apply  to  sen'ice  of  process  in  a  foreign  coun- 
try pursuant  to  Rule  4(i)  of  the  Federal 
Rules  of  Civil  Procedure  or  any  similar 
State  law. 
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SANCTIONS 

Sec.  12.  It  is  the  intent  of  Congress  that, 
with  respect  to  any  action  governed  by  this 
title,  the  sanctions  for  violation  of  rule  1 1  of 
the  Federal  Rules  of  Civil  Procedure,  in- 
cluding orders  to  pay  to  the  other  party  or 
parties  the  amount  of  their  reasonable  ex- 
penses, including  a  reasonable  attorney's 
fee,  t)e  strictly  enforced. 

Sec.  13.  (a)  The  district  courts  of  the 
United  States,  concurrently  with  the  State 
courts,  shall  have  original  jurisdiction,  with- 
out regard  to  the  amount  in  controversy,  in 
all  civil  actions  for  harm  arising  out  of  a 
general  aviation  accident  and  in  all  actions 
for  indemnity  or  contribution  described  in 
section— 06(d)  of  this  title. 

(b)  A  civil  action  which  is  brought  in  a 
State  court  may  be  removed  to  the  district 
court  of  the  United  States  for  the  district 
embracing  the  place  where  the  action  is 
pending  without  the  consent  of  any  other 
party  and  without  regard  to  the  amount  in 
controversy,  by  any  defendant  against 
whom  a  claim  in  such  action  is  asserted  for 
harm  arising  out  of  a  general  aviation  acci- 
dent. 

(c)  In  any  case  commenced  in  or  removed 
to  a  district  court  of  the  United  States 
under  subsection  (a)  or  (b)  of  this  section, 
the  court  shall  have  jurisdiction  to  deter- 
mine all  claims  under  State  law  that  arise 
out  of  the  same  general  aviation  accident,  if 
a  substantial  question  of  fact  is  common  to 
the  claims  under  State  law  and  to  the  Fed- 
eral claim,  defense,  or  counterclaim. 

(dXl)  A-  civil  action  in  which  the  district 
courts  of  the  United  States  have  jurisdiction 
under  subsection  (a)  of  this  section  may  be 
brought  only  in  district  in  which— 

(A)  the  accident  giving  rise  to  the  claim 
occurred:  or 

(B)  any  plaintiff  of  defendant  resides. 

(2)  In  an  action  pending  in  a  district  court 
of  the  United  States  under  paragraph  ( 1 )  of 
this  subsection,  a  district  court  may.  on 
motion  of  any  party  or  its  own  motion, 
transfer  the  action  to  any  other  district  for 
the  convenience  of  parties  and  witnesses  in 
the  interest  of  justice. 

(3)  For  purposes  of  this  subsection,  a  cor- 
poration shall  be  considered  to  be  a  resident 
of  any  State  in  which  it  is  incorporated  or  li- 
censed to  do  business  or  is  doing  business. 

SEVERABILITY 

Sec.  14.  If  any  provision  of  this  title  or  the 
application  of  the  provision  to  any  person  or 
circumstance  is  held  invalid,  the  remainder 
of  this  title  and  the  application  of  the  provi- 
sion to  any  other  person  or  circumstance 
shall  not  be  affected  by  such  invalidation. 
effective  date 

Sec.  15.  (a)  This  title  shall  apply  to  any 
civil  action  for  harm  arising  out  of  a  general 
aviation  accident  which  is  filed  on  or  after 
the  date  of  enactment  of  this  Act. 

(b)  If  an  action  governed  by  this  title  is 
filed  within  one  hundred  and  eighty  days 
after  the  date  of  enactment  of  this  Act.  lib- 
eral leave  shall  be  given  to  a  party  to  amend 
any  pleading,  motion,  statement  of  jurisdic- 
tion or  venue,  or  other  matter  to  conform  to 
the  provisions  of  this  title. 

Mrs.  KASSEBAUM.  This  is  the  Gen- 
eral Aviation  Liability  Standards  legis- 
lation. Mr.  President.  I  should  like  to 
read  the  cosponsors  of  this  legislation 
because  it  is  a  strong  bipartisan  list  of 
Senators: 

Senators  Denton,  Harkin.  Pressler, 
Oarn.  Abdnor.  Heinz,  Kasten,  Gold- 
VATER,  Dole.  Inouye,  Sihpson,  Exon, 


Specter,  Zorinsky,  Wallop,  Murkow- 
SKi,  NicKLES,  RuDMAN,  and  Hawkins. 

I  want  briefly  to  state  why  I  think 
general  aviation  should  receive  indi- 
vidual treatment.  Many  have  asked 
why  it  should  be  broken  out  in  a  sepa- 
rate fashion  from  any  comprehensive 
liability  legislation.  I  think,  Mr.  Presi- 
dent, a  good  case  can  be  made  because 
there  is  a  unique  Federal  interest  in 
aviation.  There  is  no  other  area  which 
is  so  heavily  federally  regulated  as 
aviation.  I  should  like  briefly  to  say 
what  this  amendment  would  do. 

One,  it  would  establish  Federal  juris- 
diction and  rules  of  strict  liability  and 
negligence  for  airframe  and  compo- 
nent manufacturers; 

It  would  require  damages  to  be  allo- 
cated based  on  comparative  responsi- 
bility but  hold  general  aviation  manu- 
facturers jointly  liable  with  respect  to 
all  parts  of  an  original  airplane; 

It  would  allow  claims  for  punitive 
damages  only  if  claimant  first  shows 
evidence  of  a  "conscious,  flagrant  in- 
difference to  the  safety"  of  others; 

It  would  establish  a  20-year  statute 
of  repose  for  aircraft  and  replacement 
parts;  and 

It  would  permit  recovery  of  attor- 
neys' fees  by  plaintiffs  and  defendants 
in  cases  of  frivolous  suits,  motions,  and 
so  on. 

Mr.  President,  I  wish  also  to  say 
what  this  bill  does  not  do.  It  does  not 
cap  any  damages.  It  does  not  impose 
any  restrictions  on  lawyer's  contingen- 
cy fees; 

It  does  not  waive  the  responsibility 
to  supply  warnings  against  dangers  re- 
gardless of  the  age  of  the  product; 

It  does  not  affect  the  rights  of  per- 
sons who  are  injured  on  the  ground; 

It  does  not  affect  other,  more  gener- 
al areas  of  product  liability  law. 

One  of  the  reasons  I  think  this  is 
such  a  pressing  issue,  Mr.  President— 
and  let  me  say  we  have  had  a  lengthy 
hearing  and  it  has  passed  the  Com- 
merce Committee  by  a  unanimous 
vote.  The  reason  I  think  it  is  so  press- 
ing that  I  am  going  to  attempt  to  add 
it  to  the  reconciliation  measure- and  I 
realize  all  the  difficulties  of  doing 
that— is  that  general  aviation  is  in  dire 
straits  today.  One  of  the  reasons  is  the 
soaring  cost  of  liability  insurance.  I 
might  just  give  an  example:  In  Ohio, 
Macauley  Division  of  Cessna  Aircraft, 
is  located  near  Dayton,  OH.  Since 
1979,  more  than  200  jobs  have  been 
lost  and  the  cost  of  product  liability 
insurance  has  gone  from  7,000-some 
dollars  in  1970  to  about  $1.2  million 
next  year. 

It  is  estimated  today  that  the  cost  of 
liability  insurance  adds  about  $80,000 
per  plane.  This  is  why  I  think  it  is  very 
important  for  us  to  take  a  piece  of  leg- 
islation, which  we  have  worked  out 
with  amendments  to  try  to  meet  some 
of  the  Members'  concerns,  that  I  think 
is  a  very  constructive  way  to  assist  not 


only  the  needs  of  general  aviation  but 
consumers  as  well. 

Mr.  President,  I  wish  to  yield  a  few 
minutes  to  the  majority  leader. 

Mr.  DOLE.  Mr.  President,  I  am 
pleased  to  be  a  cosponsor  of  the  Gen- 
eral Aviation  Liability  Standards  Act 
of  1986,  inti-oduced  by  my  colleague 
and  friend  from  the  State  of  Kansas.  I 
commend  her  for  her  efforts  to  ad- 
dress a  critical  issue  facing  the  aircraft 
manufacturers  in  this  country,  espe- 
cially those  in  my  home  State. 

STATE  OF  THE  INDUSTRY 

Since  1978,  there  has  been  a  steep 
and  continuous  decline  in  the  manu- 
facturing of  general  aviation  aircraft 
across  the  country.  Sales  of  light  air- 
craft have  been  dropping  for  a  number 
of  reasons:  high-interest  rates,  barriers 
to  foreign  trade,  uncertainty  overtax 
law  changes,  a  big  supply  of  good  and 
inexpensive  used  aircraft,  and  the  ef- 
fects of  skyrocketing  insurance  premi- 
ums. Six  years  of  declining  sales  have 
trimmed  the  work  force  at  Cessna, 
Beech  Aircraft  Corp.,  and  Gates  Lear- 
jet  Corp.,  from  a  peak  of  25,700  in  late 
1979  to  about  10,650  in  Wichita  today. 

This  reduction  has  caused  great  con- 
cern among  many  in  my  home  State— 
and  rightfully  so.  The  sad  state  of  the 
agricultural  economy,  in  addition  to 
the  declining  number  of  those  em- 
ployed by  the  aircraft  industry,  should 
certainly  be  a  reason  for  alarm  among 
those  concerned  with  our  States  econ- 
omy and  the  future  of  Kansas.  After 
all,  the  aircraft  industry  in  Kansas  is 
second  only  to  agriculture  as  our 
State's  largest  employer.  Approxi- 
mately 15,000  people  work  for  Boeing 
Military  Airplane  Co.  alone. 

IMPACT  ON  CESSNA  ALONE 

Mr.  President,  recently,  Cessna  Air- 
craft Co.  of  Wichita  announced  it 
would  lay  off  an  additional  900  em- 
ployees—the sharpest  reduction  in  its 
history.  Cessna  is  the  world's  largest 
manufacturer  of  light  aircraft  and  has 
built  more  than  176,000  planes,  includ- 
ing almost  1,400  business  jets  and 
2,000  military  jet  planes.  In  the  first  4 
months  of  this  year— through  April- 
Cessna  sold  only  153  airplanes  worth 
$55  million.  That  compares  to  268 
planes  worth  $151.8  million  in  the  first 
4  months  of  1985— the  year  that  was 
the  light  aircraft  industry's  worst.  The 
Cessna  layoff  means  a  payroll  loss  of 
about  $20  million  and  an  economic  loss 
to  the  city  of  Wichita  of  about  $50  mil- 
lion. 

According  to  Russ  Meyer,  chairman 
of  Cessna  Aircraft  Co.  and  a  panelist, 
the  layoffs  are  the  result  of  a  decision 
by  Cessna  to  immediately  stop  produc- 
ing its  smallest  plane:  the  single  and 
multiengine  piston-powered  aircraft 
that  are  the  backbone  of  its  learn-to- 
fly  operations.  Russ  and  other  compa- 
ny officials,  attribute  the  small-air- 
craft shutdown  to  a  continuing  slump 
in  sales  and  most  importantly,  to  the 


UNIFOF 

Mr.  Presi 
candidate  f( 
standards, 
are  federal  1 
duction,  an 
mechanics 
training,  lie 
cedures.  Th 
is  federally 
scope.  It  wc 
uniform  st 
would  be  1 
law. 

The  Ge 
Standards  . 
way  toward 
serious  con 
try.  I  am  p 
this  import 

The  state 
dustry  is  g 
other  year, 
problem  be 
facturers  s 
long.  I  don 
be  reached 
product  lial 
affects  gen( 
from  Kan 
should  ena< 

Mr.  Presi 
the  argume 
guished  co 
She  indica 
this  adds  a 
an  airplan 
what  it  has 
is  concern( 
mentioned 
sales  have 
Cessna,  B 
Gates  Lear 
late  1979  t 
today. 

We  cann 
added  $40,( 
an  airplan< 
ity.  It  cert 
cern  in  ou 
States  as 
troubled  f; 
also  in  the 
has  been 
quite  a  bu 
larly  a  sma 
Senator 
lead  on  tl 
several  mo 
every  day 


UMI 


r  19,  1986 
iviation  but 


September  19,  1986 


CONGRESSIONAL  RECORD— SENATE 


24875 


Jen  a  steep 

the  manu- 
ion  aircraft 
)f  light  air- 
)r  a  number 
tes,  barriers 
ity  overtax 
)f  good  and 
and  the  ef- 
ance  premi- 
;  sales  have 

at  Cessna, 
Gates  Lear- 
),700  in  late 
ihita  today, 
i  great  con- 
3me  State- 
state  of  the 
addition  to 

those  em- 
3try,  should 
arm  among 
States  econ- 
insas.  After 
1  Kansas  is 
ire  as  our 
Approxi- 

for  Boeing 

Cessna  Air- 
nounced  it 
lal  900  em- 
otion in  its 
Id's  largest 
aft  and  has 
nes,  includ- 
s  jets  and 
1  the  first  4 
ugh  April— 
anes  worth 
res    to    268 

in  the  first 
ir  that  was 

worst.  The 
'roll  loss  of 
onomic  loss 
out  $50  mil- 


overall  effects  of  skyrocketing  product 
liability  costs.  Because  these  costs 
must  be  added  to  the  price  of  a  air- 
plane, today's  buyer  is  paying  over 
$70,000  per  airplane  in  insurance  costs 
alone. 

SKYROCKETING  INSURANCE  COSTS 

Although  business  aviation's  safety 
record  continues  to  improve,  the  in- 
dustry's product-liability  insurance  bill 
has  climbed  an  average  of  500  percent 
per  company  since  1981.  Beech  Air- 
craft Co.  alone,  shelled  out  more  than 
$20  million  to  insure  itself  against 
product-liability  claims  in  1985. 

UNIFORM  STANDARD  MAKES  SENSE 

Mr.  President,  aviation  is  a  natural 
candidate  for  Federal  product  liability 
standards.  General  aviation  products 
are  federally  regulated  in  design,  pro- 
duction, and  maintenance.  Pilots  and 
mechanics  are  regulated  through 
training,  licensing,  and  operating  pro- 
cedures. The  air  traffic  control  system 
is  federally  operated  and  interstate  in 
scope.  It  would  make  sense  to  create  a 
uniform  standard  whereby  everyone 
would  be  treated  equally  under  the 
law. 

The  General  Aviation  Liability 
Standards  Act  of  1986  will  go  a  long 
way  toward  addressing  one  of  the  most 
serious  concerns  of  the  aircraft  indus- 
try. I  am  pleased  to  be  a  cosponsor  of 
this  important  piece  of  legislation. 

The  state  of  the  general  aviation  in- 
dustry is  grave.  We  cannot  wait  an- 
other year,  or  2  years,  to  address  this 
problem  because  many  of  these  manu- 
facturers simply  will  not  last  that 
long.  I  don't  know  if  a  consensus  can 
be  reached  on  the  overall  question  of 
product  liability  this  session,  but,  as  it 
affects  general  aviation,  both  Senators 
from  Kansas  believe  we  can  and 
should  enact  legislation  this  year. 

Mr.  President,  I  want  to  underscore 
the  argument  just  made  by  my  distin- 
guished colleague  [Mrs.  Kassebaum]. 
She  indicated  in  her  statement  that 
this  adds  about  $80,000  to  the  cost  of 
an  airplane.  She  has  also  indicated 
what  it  has  done  as  far  as  employment 
is  concerned.  Just  to  give  an  idea  I 
mentioned  that  '6  years  of  declining 
sales  have  trimmed  the  workforce  at 
Cessna,  Beech  Aircraft  Corp.  and 
Gates  Learjet  from  a  peak  of  25,700  in 
late  1979  to  about  10,650  in  Wichita 
today. 

We  cannot  sell  airplanes.  We  have 
added  $40,000  to  $80,000  to  the  cost  of 
an  airplane  because  of  product  liabil- 
ity. It  certainly  has  caused  great  con- 
cern in  our  State,  and  I  think  other 
States  as  well.  You  add  this  to  the 
troubled  farm  economy,  and  we  are 
also  in  the  so-called  oil  patch  and  that 
has  been  depressed,  and  it  becomes 
quite  a  burden  on  any  State,  particu- 
larly a  small  State. 

Senator  Kassebaum  has  taken  the 
lead  on  this  legislation  for  the  past 
several  months.  She  has  been  working 
every  day  to  see  if  we  could  not  get 


some  action.  That  is  why  she  is  taking 
this  unusual  step  this  evening. 

We  know  it  takes  60  votes.  We  know 
we  should  not  clutter  up  reconciliation 
bills  with  a  lot  of  extraneous  legisla- 
tion. But  there  is  a  procedure  and  if 
you  can  get  60  votes,  then  I  think  it  is 
worth  doing.  In  any  event,  I  think  the 
American  people  should  understand 
that  the  Senate  made  an  effort  and  I 
believe  it  wil!  be  a  successful  effort.  So 
I  join  my  colleague  on  this  amend- 
ment. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  BUMPERS.  Will  the  junior  Sen- 
ator from  Kansas  yield  for  a  question? 

Mrs.  KASSEBAUM.  I  shall  be  happy 
to  yield. 

Mr.  BUMPERS.  The  Senator  has 
made  a  very  eloquent,  impassioned 
plea  for  help  to  the  depressed  part  of 
the  economy  of  Kansas,  and  certainly 
all  of  us  understand  that.  I  do  not 
know  how  I  am  going  to  vote  on  the 
amendment,  but  as  ranking  member 
on  the  Small  Business  Committee,  let 
me  say  we  held  hearings  on  this  very 
issue.  I  heard  one  horror  story  after 
another;  for  example,  a  bus  company 
in  Little  Rock,  AR,  literally  being  put 
out  of  business. 

How  would  the  Senator  answer  the 
criticism  that  we  are  taking  care  of 
one  segment  of  the  economy  wlien  the 
whole  economy— and  especially  small 
business  people  are  the  ones  that  are 
really  being  most  impacted  by  product 
liability  rates? 

Mrs.  KASSEBAUM.  Mr.  President,  I 
certainly  agree  with  the  Senator  from 
Arkansas.  My  answer  to  that  is  I  am  a 
cosponsor  of  the  comprehensive  prod- 
uct liability  legislation  as  well.  But 
starting  out,  I  spoke  to  the  uniqueness 
of  the  aviation  industry.  Today,  there 
are  individual  pilots  who  simply 
cannot  afford  to  have  a  small  plane 
because  of  the  cost  of  the  liability  in- 
surance. I  think  that  there  are  some 
Federal  standards  that  have  to  be  met 
by  pilots,  by  the  manufacturers,  that 
it  is  an  industry  which  is  really  regu- 
lated from  start  to  finish.  That  is  why 
I  think  it  can  be  addressed  and  han- 
dled in  a  separate  manner. 

Mr.  BUMPERS.  I  say  to  the  Senator 
she  is  always  very  eloquent  and  per- 
suasive in  these  cases,  but  I  must  say  I 
am  a  little  hesitant  to  vote  for  the 
Senator's  amendment  because  it  will 
be  difficult  to  explain  to  some  de- 
pressed and  hard-pressed  people  in  my 
State,  for  example,  who  are  not  get- 
ting the  same  relief.  I  do  not  blame 
the  Senator  for  taking  care  of  a  seg- 
ment of  her  economy.  We  all  try  to 
take  care  of  constituents  in  our  respec- 
tive States. 

Mrs.  KASSEBAUM.  I  wish  to  say  to 
the  Senator  from  Arkansas  that  I 
shall  be  more  than  glad  to  try  to  work 
with  him  on  any  additional  product  li- 
ability legislation.  I,  too,  think  it  is 
very  important. 


Mr.  BUMPERS.  I  thank  the  Sena- 
tor. 

Mr.  JOHNSTON.  Mr.  President,  will 
the  Senator  yield  for  a  question? 

Mrs.  KASSEBAUM.  I  am  happy  to 
yield. 

Mr.  JOHNSTON.  I  thank  the  distin- 
guished Senator. 

Mr.  President,  I  will  say  the  whole 
subject  of  product  liability  insurance 
is  to  me  a  very  troubling,  very  diffi- 
cult, very  complicated  subject  and  a 
cause  of  great  concern.  I  should  like, 
where  possible,  to  put  reasonable 
limits  on  that  to  the  end  that  business 
can  continue  and  we  do  not  put  people 
out  of  business.  But  I  wonder,  does  the 
Senator  feel  that  we  should  pass  this 
legislation  without  even  having  a  copy 
of  the  legislation  before  us?  I  do  not 
know  whether  it  is  even  possible  to  get 
a  copy  of  the  legislation. 

Mrs.  KASSEBAUM.  Mr.  President, 
we  can.  There  have  been  several  of  the 
Senator's  colleagues  who  have  gone 
around  on  this  in  extensive  hearings 
and  modifications  made  in  the  legisla- 
tion when  we  had  markup  in  the  Com- 
mittee on  Commerce.  I  went  down  the 
basic  provisions,  but  I  shall  be  happy 
to  get  a  copy  of  the  bill  to  the  Senator. 

Mr.  JOHNSTON.  If  the  Senator  will 
yield  further,  I  said  this  as  not  so 
much  being  hostile  to  the  idea  at  all, 
but  I  just  hesitate  to  legislate  on  a 
complicated  subject  in  this  manner. 

□  2100 

The  other  night  we  passed  one 
amendment,  another  amendment  was 
described  and  we  passed  still  another 
amendment,  and  we  had  to  go  back 
and  straighten  that  out.  The  reason 
for  that  was  we  acted  in  great  haste, 
and  I  fear  that  we  are  doing  that  at 
this  time. 

Mrs.  KASSEBAUM.  Mr.  President.  I 
know  there  are  going  to  be  many  who 
share  that  concern  because  it  is  a  com- 
prehensive and  complex  area  of  legis- 
lation. But  we  so  thoroughly  went 
through  it.  I  believe,  in  the  Commerce 
Committee,  trying  to  address  the  con- 
cerns of  Senator  Hollings  and  Sena- 
tor INOUYE  and  others  who  did  have 
some  concerns  about  it.  But  we  are 
supportive  of  Senator  Exon  and 
others  and  I  think  took  care,  I  would 
hope,  of  a  number  of  issues  that  were 
raised  in  the  Commerce  Committee. 
Unfortunately,  because  of  the  time 
constraints 

The  PRESIDING  OFFICER.  The 
Senator's  time  has  expired. 

Mrs.  KASSEBAUM  [continuing]. 
We  are  out  of  time. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  CHILES.  Mr.  President.  I  yield  4 
minutes  to  the  distinguished  Senator 
from  Ohio. 

The  PRESIDING  OFFICER.  The 
Senator  from  Ohio  [Mr.  Metzenbaum). 
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Mr.  METZENBAUM.  Mr.  President, 
this  is  a  very  controversial  piece  of  leg- 
islation. There  is  some  merit  to  it. 
There  is  a  considerable  amount  of  de- 
merit to  it.  But  there  is  no  argument 
that  this  does  not  belong  on  the 
budget  reconciliation  measure.  As  a 
matter  of  fact,  this  measure  came  out 
of  the  Commerce  Committee  and  then 
the  distinguished  chairman  and  rank- 
ing member  of  the  Judiciary  Commit- 
tee wrote  to  the  chairman  of  the  Com- 
merce Committee  asking  for  subse- 
quent referral  to  the  Judiciary  Com- 
mittee. And  that  has  not  occurred. 
Suddenly  we  find  ourselves  confronted 
with  this  measure  as  an  add-on  to  the 
budget  reconciliation  bill. 

Now.  let  us  not  kid  ourselves.  This  is 
a  major,  major  piece  of  legislation.  It 
would  deprive  the  States  of  jurisdic- 
tion in  courts  having  to  do  with  avia- 
tion liability  where  small  claims  are  in- 
volved. Are  we  at  one  moment,  in  the 
middle  of  the  night,  going  to  take 
away  from  the  States  the  jurisdiction 
to  hear  these  cases  and  decide  that  be- 
cause there  is  a  problem,  which  1  do 
not  deny,  we  are  going  to  in  one  fell 
swoop,  without  the  Judiciary  Commit- 
tee ever  having  had  an  opportunity  to 
look  at  the  legislation,  add  it  on  to  the 
budget  reconciliation  measure? 

I  believe  that  would  be  irresponsible. 
I  also  believe  that  it  would  be  very 
unfair  to  all  of  those  who  are  injured 
in  airplane  accidents.  Where  have  we 
been  for  all  of  these  years  that  we  sud- 
denly decided  that  we  have  to  do  this 
for  the  airplane  manufacturers;  the 
poor  airplane  manufacturers  suddenly 
need  our  pity  this  evening  at  9  o'clock 
at  night  in  order  to  give  them  relief. 

Well,  if  you  happen  to  be— may  I 
have  order  in  the  Senate.  Mr.  Presi- 
dent, without  it  being  on  my  time. 

The  PRESIDING  OFFICER.  The 
efforts  to  restore  order  will  not  be  as- 
sessed against  the  Senator  from  Ohio. 
He  is  correct.  The  Senate  is  not  in 
order.  We  will  not  proceed  until  there 
is  a  measure  of  order  in  the  Chamber. 
Senators  are  asked  to  take  their  seats. 
Staff  is  ordered  to  cease  conversing 
in  the  rear  of  the  Chamber.  There  are 
five  Republican  staffers  who  are 
making  too  much  noise.  Those  Sena- 
tors engaged  in  conversation  in  the 
back  of  the  Chamber  on  the  Demo- 
cratic side  are  asked  to  take  their  seats 
so  their  Democratic  colleague  can  be 
heard. 

The  Senate  is  once  again  in  order. 
The  Senator  from  Ohio  [Mr.  Metz- 
enbaum]  is  once  again  recognized. 

Mr.  METZENBAUM.  I  thank  the 
Chair.  Let  me  explain  what  this  bill 
does.  It  has  a  statute  of  repose.  I  must 
say  in  all  the  years  I  have  practiced 
law  I  never  heard  of  a  statute  of 
repose,  but  this  one  says  that  at  a  cer- 
tain period  you  cannot  bring  an  action 
based  upon  the  conduct  of  the  air- 
plane manufacturers  some  years  earli- 
er. It  changes  the  standard  of  liability. 


It  limits  joint  and  several  liability.  It 
provides  a  new  statute  of  limitations 
of  2  years. 

Now,  there  may  be  some  of  these 
matters  that  arguably  have  some 
merit  to  them  but  not  on  this  bill. 
This  is  not  the  way  it  should  be 
coming  to  the  floor,  and  the  Judiciary 
Committee  should  not  be  denied  the 
opportunity  to  which  it  is  entitled 
under  the  rules  of  the  Senate.  Senator 
Strom  Thurmond  and  Senator  Joseph 
BiDEN  asked  for  an  opportunity  to 
have  this  bill  come  before  our  commit- 
tee. 

Mr.  President,  I  believe  that  nothing 
could  be  more  further  away  from  the 
reality  of  this  legislation,  nothing 
could  be  less  germane  than  this  bill  to 
the  whole  question  of  budget  reconcili- 
ation. 

Mr.  JOHNSTON.  Will  the  Senator 
yield  for  a  question? 

Mr.  METZENBAUM.  I  certainly  do 
yield. 

Mr.  JOHNSTON.  There  was  an  air- 
plane accident  in  my  hometown  not 
too  long  ago  where  a  plane  took  off 
and  the  motor  went  out  and  the  pilot, 
they  say,  should  have  reacted  in  some 
way  to  the  motor  going  out,  but  he 
failed  to  take  that  action  and  the 
plane  crashed,  killing  the  assessor  of 
my  local  parish,  or  county  as  you 
would  call  it. 

Now,  as  I  read  this,  it  eliminates 
joint  and  several  liability  between  the 
aircraft  manufacturer  and  those  per- 
sons over  which  the  manufacturer  has 
no  control,  such  as  the  pilot. 

Now,  in  that  case,  if  there  was  a 
clearly  defective  product,  that  is,  a 
motor  was  defective  and  therefore 
went  out,  then  if  they  decided  that  the 
pilot  was  50-percent  negligent  and  the 
manufacturer  was  50-percent  negli- 
gent, if  the  pilot  was  broke,  which  he 
probably  would  be,  which  is  more 
often  the  rule 

The  PRESIDING  OFFICER.  The 
Senators  4  minutes  have  expired. 

Mr.  JOHNSTON.  Then  the  claimant 
would  be  out  of  luck,  would  he  not? 

The  PRESIDING  OFFICER.  The 
Senators  time  has  expired. 

Mr.  METZENBAUM.  In  response  to 
the  Senator  from  Louisiana,  he  is  100 
percent  correct. 

The  PRESIDING  OFFICER.  The 
Senator's  time  has  expired. 

Mr.  CHILES.  Mr.  President,  there  is 
1  minute  left? 

The  PRESIDING  OFFICER.  There 
is  1  minute  remaining  under  the  con- 
trol of  the  Senator  from  Florida  (Mr. 
Chiles). 

Mr.  CHILES.  Mr.  President,  there  is 
merit  to  the  proposition  that  the  Sen- 
ator from  Kansas  raises.  This  issue 
has  been  brought  to  me,  very  frankly, 
by  Piper  Aircraft  and  others  talking 
about  the  fact  that  they  no  longer 
really  can  afford  to  make  private  air- 
craft: the  insurance  and  the  costs  have 
gotten  so  high  that  they  are  having  a 


very,  very  tough  time.  Reluctantly, 
though,  I  have  to  oppose  this  as  I  have 
opposed  the  others  because  it  should 
not  be  done  on  this  bill.  It  is  a  piece  of 
legislation  that  clearly  should  not  be 
done  here.  This  again  is  what  we  are 
trying  to  keep  from  happening  to  the 
reconciliation  bill.  With  that  in  mind. 
Mr.  President,  I  yield  back  any  of  the 
'•emaining  time  that  I  have  and  raise 
the  point  of  order  that  this  is  not  ger 
mane. 

Mrs.  KASSEBAUM.  Mr.  President,  I 
move  to  waive  the  point  of  order  and 
ask  for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
motion  is  debatable. 

Mr.  CHILES.  I  yield  back  the  time. 

Mrs.  KASSEBAUM.  Mr.  President.  I 
yield  back  any  time  that  I  may  have 
remaining. 

The  PRESIDING  OFFICER.  All 
time  having  been  yielded,  the  clerk 
will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  STEVENS  (when  his  name  was 
called).  Present. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  and 
the  Senator  from  Arizona  [Mr.  Gold- 
water]  are  necessarily  absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Oklahoma  [Mr. 
Boren]  and  the  Senator  from  Hawaii 
[Mr.  Matsunaga]  are  necessarily 
absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber who  desire  to  vote? 

The  result  was  announced— yeas  43, 
nays  52,  as  follows: 

[Rollcall  Vote  No,  272  Leg.] 
YEAS-43 


Abdnor 

Hecht 

Pressler 

Armstrong 

Heinz 

Quayle 

Broyhill 

Helms 

Rockefeller 

Chafee 

Humphrey 

Rudman 

Danforth 

Inouye 

Simpson 

Demon 

Kassebaum 

Specter 

Dodd 

Kasten 

Symms 

Dole 

Laxalt 

Trible 

Evans 

Lugar 

Wallop 

Exon 

Mathias 

Warner 

Ford 

Mattingly 

Weicker 

Gorton 

McClure 

Wilson 

Harkin 

McConnell 

Zorinsky 

Hatch 

Murkowski 

Hawkins 

Nickles 
NAYS-52 

Andrews 

Durentjerger 

Metzenbaum 

Bauciis 

Eagleton 

Mitchell 

Bentsen 

Glenn 

Moynihan 

Biden 

Gore 

Nunn 

Bingaman 

C.-amm 

Packwood 

Boschwitz 

Grassley 

Pell 

Bradley- 

Hart 

Proxmire 

Bumpers 

Hatfield 

Pryor 

Burdick 

Heflin 

.  Riegle 

Byrd 

Hollings 

Roth 

Chiles 

Johnston 

Sarbanes 

Cochran 

Kennedy 

Sasser 

Cohen 

Kerry 

Simon 

Cranston 

Lautenberg 

Stafford 

DAmato 

Leahy 

Stennis 

DeConcini 

Levin 

Thurmond 

Dixon 

liong 

Domenici 

Melcher 

So  the  motii 
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ANSWERED  'PRESENT"-! 
Stevens 
NOT  VOTING-4 


Boren 
Gam 


Goldwater 
Matsunaga 


setts,  where  we  have  a  restriction  on  want  to  impose  an  immediate  tax  on 

the  growth  in  the  rate  of  the  property  these  governments?  Does  anyone  here 

taxes,  that  places  an  onerous  burden  want  to  be  even  remotely  responsible 

on  the  Commonwealth.  for   an    immediate    pay   cut    for   our 

So  we  are  hopeful  that,  while  this  teachers,  our  firefighters,  and  our  po- 

may  have  to  happen  in  the  conference  licemen? 

committee,    the    chairman    and    the  Since   most   State   governments   al- 

u  zi^u                                ranking  member  will,  as  they  have  dis-  ready  participate  in  Social  Security, 

Mr   f-HTT  TTQ   Mr   T>rociH«.nt    T  mnvp    cussed.  make  an  cffort  to  try  to  push  the  proposed  Medicare  tax  will  only 

t«  rl'^onciH^  thP  vnt^  hv  whirh^^        that  effective  date  back  if ,  indeed,  it  is  really    affect    State    employees    and 

mntfnn  w«fr.i^?tPH         ^                        ^°^  P^^^ible  to  accede  to  the  House,  state   retirement   programs   in   seven 

Mr  Wr7v^RATTTwr   Mr   Prpcjiripnf     *'hich  has  not  included  this  particular  states,  my  home  State  of  Ohio  being 

I  move  to  lav  thlt  motion  on  th^^^              amendment.  one   of   those  States.   I   have   always 

The  moUontfirvorthe  tablets       ^^-    ^LENN.    Mr.    President,    the  argued      that      those      governments, 

ine  motion  to  lay  on  me  laoie  \»,as    ^^^^^^  j^^jj   before   the   Senate   man 


So  the  motion  was  rejected. 
D  2120 


agreed  to. 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida  [Mr.  Chiles]  is 
recognized. 

Mr.  CHILES.  Mr.  President,  I  yield  3 
minutes  off  the  bill  to  the  distin- 
guished Senator  from  Massachusetts 
[Mr.  Kerry]. 

The  PRESIDING  OFFICER.  The 
Senator  from  Massachusetts  [Mr. 
Kerry]  is  recognized. 

D  2130 

Mr.  KERRY.  Mr.  President,  I  rfse  on 
behalf  of  myself.  Senator  Simon,  Sen- 
ator Mitchell,  Senator  Glenn,  Sena- 
tor Stevens,  and  Senator  Murkowski, 
and  I  believe  some  others  who  have 
statements  they  wish  to  place  in  the 
Record. 

We  are  not  planning  to  offer  an 
amendment  with  respect  to  the  matter 
about  which  I  am  concerned,  but  I  did 
want  to  bring  it  to  the  attention  of  the 
distinguished  chairman  of  the  Budget 
Committee.  We  have  talked  about  it 
and  I  believe  he  is  in  agreement  that 
during  the  conference  we  would  like 
him  to  try  to  do  something  about  it, 
and  that  is  the  matter  of  the  mandato- 
ry shift  of  Medicare  coverage  to  State 
and  local  employees. 

In  many  States,  because  of  the  re- 
quired date  of  effective  undertaking  of 
this  shift,  there  would  be  an  immedi- 
ate May  1  transition.  That  transition 
comes  in  the  middle  of  the  current 
fiscal  year  for  most  of  those  States. 
We  believe  that  it  would  place  an 
unfair  burden  on  those  States,  not 
necessarily  ultimately  to  make  these 
transitions,  which  I  think  most  of  the 


dates  the  Medicare  payroll  tax  to  all 
State  and  local  public  employees,  not 
already  under  Social  Security,  begin- 
ning April  30,  1987. 

Federal  deficit  reduction  should  not 
consist  of  sudden  and  major  cost-shift- 
ing to  State  and  local  governments. 
Yet.  the  bill  before  the  Senate  would 
impose  a  new  and  substantial  tax 
burden  on  State  and  local  govern- 
ments next  year.  It  would  not  give 
States  and  municipalities  much  time 


whether  State  or  local,  which  took  the 
initiative  to  set  up  retirement  benefit 
systems  as  good  as  or  better  than 
Social  Security  should  not  be  penal- 
ized because  they  had  the  foresight 
and  leadership  to  establish  these  sys- 
tems. 

When  the  Social  Security  Act  was 
passed  in  1935.  State  and  local  workers 
were  excluded  from  participating  in  it 
because  there  were  constitutional  con- 
cerns about  Federal  taxation  of  these 


States  and  municipaniies  mucn  ume         .grnments.   In   1951.  they  were  al 
to  decide  whether  to  raise  revenue  or    f"  ,^  .  .     .  .     „.,  ^^„„:,^  „„  „  ^nl 


cut  other  spending  to  pay  for  the  tax. 

According  to  estimates,  the  proposed 
tax  will  raise  $5  billion  over  the  next  3 
years.  Five  billion  dollars.  The  Gover- 
nor's office  in  Ohio  estimates  that  this 
new  Medicare  tax  will  cost  my  home 
State  and  local  governments  more 
than  $200  million  in  the  first  year.  It 
will  cost  Ohio's  school  systems  alone 
about  $100  million. 

I  am  sure  that  many  of  my  col- 
leagues share  my  concern  about  what 
the  tax  will  cost  their  local  govern- 
ments, school  systems,  and  fire  and 
police  departments— not  to  mention 
the  taxpayers  who  pay  the  costs  of 
their  community  governments.  The 
tax  is  2.9  percent  of  salary:  with  equal 
employer  and  employee  contributions 
of  1.45  percent. 

Because  the  Medicare  tax  impacts 
mu»iicipalities  in  almost  every  State,  I 
urge  my  colleagues  to  take  a  moment 
and  think  about  how  they  are  going  to 
explain  the  new  tax  to  local  police- 
men, schoolteachers,  and  firefighters 
in  their  home  State.  For  example, 
most  of  us  in  this  body  agree  that  our 


lowed  to  join  Social  Security  on  a  vol- 
untary basis,  but  only  if  they  did  not 
benefit  from  any  State  or  local  govern- 
ment retirement  program,  and  if  they 
were  not  police  and  firefighters.  It  was 
only  later  that  we  opened  Social  Secu- 
rity's doors  to  almost  any  Stale  and 
local  employee  group  who  wanted  to 
join  the  Federal  system. 

Until  we  changed  the  law  earlier  this 
year,  with  enactment  of  the  Consoli- 
dated Omnibus  Budget  Reconciliation 
Act  [COBRA].  State  and  local  govern- 
ment employees  were  only  covered 
under  Social  Security  and  Medicare  if 
they  had  chosen  to  be.  However,  this 
year,  we  changed  the  law  to  mandate 
the  Medicare  tax. 

Mr.  President,  we  changed  the  law 
to  mandate  the  Medicare  tax  on  public 
employees  hired  after  March  1P86— 
that  is.  on  'newly  hired"  wor.s.ers. 
Therefore,  under  the  law  that  we  just 
passed  last  April,  with  job  turnover, 
eventually  all  public  employees  will 
pay  the  Medicare  tax.  It  was  the  judg- 
ment of  this  Congress  last  spring  that 
such  a  significant  new  tax,  2.9  percent 


transitions,  which  l  tninK  mosi  oi  me     mosi  oi  us  in  uius  uuu>  agicc  i-yac  w^. ~n   ;>:„„m  ho  ^aHnaHv  nha.sed 

Congress  decided  might  or  should  be    Nation's  schoolteachers  are  underpaid,    of  payroll,  should  ^'^ J^^^"*'^  Pf  ^J° 


made,  but  to  do  it  on  the  current  time- 
table. And  to  do  it  on  the  current 
timetable  will  require,  for  instance,  in 
the  State  of  Massachusetts,  the  gov- 
ernment to  raise  some  $78  million  in 
1987  and  nearly  $400  million  over  the 
next  5  years.  In  addition,  the  employ- 
ees of  our  State  and  local  government 
would  have  to  pay  a  similar  amount  as 
their  contribution  to  the  Medicare 
system. 

Coming  as  it  does  in  the  middle  of 
the  fiscal  year  when  the  States  have 
already  fixed  their  plans  for  spending. 


and  we  have  said  we  wish  we  could  pay 
our  children's  teachers  more.  Howev- 
er, if  the  Medicare  tax  proposal  be- 
comes law.  teachers  will  be  taking  a 
1.45-percent  pay  cut  next  spring. 

As  we  all  know,  most  local  govern- 
ments have  a  regressive  property  tax 
as  their  basic  source  of  revenue.  Oth- 
erwise, they  are  largely  dependent  on 
funds  from  the  State  and  Federal  Gov- 
ernment. We  have  been  steadily  cut- 
ting the  Federal  revenue  to  States  and 
communities.  All  of  us  are  well  aware 
that  a  number  of  State  treasuries  are 


this  will  require  an  increase  in  proper-  now  suffering  shortfalls  due  to  proD 

ty    taxes    because    that    is    the    only  lems  associated  with  unfair  trade  prac- 

means  the  local  communities  have  to  tices,   severe   fluctuations   in   the   oil 

pay  for  it.  In  a  State  like  Massachu-  market  and  farm  failures.  Do  we  really 


in.  Now.  in  the  rush  to  meet  the 
Gramm-Rudman  deficit  reduction  tar- 
gets, we  have  abandoned  that  course 
of  action. 

Mr.  President.  I  do  not  think  it  is 
fair  to  tell  the  State  of  Ohio,  or  any 
other  State  government,  that  the  Fed- 
eral Government  is  going  to  impose  a 
new  tax  on  their  employees,  but  it  will 
be  phased  in  over  time,  and  then,  less 
than  a  year  later,  expand  the  tax  to 
include  all  their  workers.  I  would  also 
like  to  remind  my  colleagues  that 
many  of  us  in  this  body  have  argued 
that  Social  Security  and  Medicare 
trust  fund  decisions  should  not  be 
made  for  the  purposes  of  Federal  defi- 
cit reduction.  We  vocally  support  this 
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idea.  However,  the  kinds  of  decisions 
we  are  making  today  are  continuing  to 
be  made  in  the  context  of  the  budget 
deficit  reduction  legislation. 

Mr.  President,  I  do  not  believe  that 
mandating  the  Medicare  payroll  tax 
on  all  public  local  employees  is  a  fair 
tax  or  a  fair  proposal.  Federal  deficit 
reduction  goals  should  not  be  met  by 
asking  State  and  local  governments  to 
send  more  money  to  Washington,  and 
particularly,  when  those  States  that 
took  the  lead  in  responsible  retirement 
provisions  for  their  citizens,  are  now 
the  one's  t>eing  penalized. 

Mr.  KERRY.  Mr.  President,  I  asked 
the  distinguished  chairman  if  he 
would  respond  with  respect  to  the 
Medicare  coverage  and  our  discussion 
with  respect  to  the  conference  com- 
mittee to  try  to  push  that  date  back. 

Mr.  DOMENICI.  Mr.  President,  let 
me  say  to  my  friend,  the  junior  Sena- 
tor from  Massachusetts,  we  are  well 
aware  of  the  fact,  the  way  this  tax  is 
imposed,  that  it  might  work  not  only 
the  normal  burden  that  is  going  to  be 
there  on  States  but  a  rather  inordi- 
nate one  because  of  the  time  of  it.  It 
may  come  into  play  and  put  a  burden 
on  States  when  they  do  not  have  their 
legislatures  in  session,  when  they  do 
not  have  an  opportunity  to  work  their 
own  budgets. . 

So  we  are  going  to  do  everything  we 
can  to  accommodate  the  Senator.  As 
the  Senator  knows,  the  House  does 
not  plan  to  raise  revenues  in  this 
manner.  They  may  still.  They  have  4 
or  5  more  days.  But,  currently,  they  do 
not  plan  to  do  their  reconciliation  this 
way. 

So  we  will  go  to  the  conference,  and 
Senator  Packwood  and  the  Finance 
Committee  members  will  have  this 
measure  and  the  House  will  probably 
have  something  different.  I  under- 
stand that  they  are  willing  to  attempt 
to  ease  this  burden  which  you  have  de- 
scribed here  well  this  evening  to  the 
Senate. 

Mr.  KERRY.  I  thank  the  distin- 
guished chairman  very  much  for  that 
assurance. 

As  the  chairman  knows,  this  body  is 
reluctant  to  raise  any  kind  of  tax  and  I 
think  it  is  unfair  and  unfortuntate  to 
shift  to  the  States  a  requirement  that 
they  raise  their  property  tax. 

MEDICARE  COVERAGE  OF  STATE  AND  LOCAL 
EMPLOYEES 

Mr.  MITCHELL.  Mr.  President,  I 
rise  today  to  join  with  a  number  of  my 
colleagues  to  express  my  concern 
about  the  provision  included  in  the 
budget  reconciliation  bill  which  man- 
dates Medicare  coverage  for  all  State 
and  local  government  employees,  ef- 
fective July  1,  1987. 

As  I  have  expressed  in  the  past.  I  am 
very  concerned  about  the  negative 
impact  this  provision  will  have  on 
State  governments  and  municipalities 
across  the  Nation.  Seven  States  have 
independent  State  retirement  systems 


and  therefore  have  a  small  percentage 
or  none  of  their  State  employees  cov- 
ered under  the  Social  Security  Pro- 
gram. This  mandate  will  result  in  an 
additional  financial  burden  at  a  time 
when  State  and  municipal  govern- 
ments are  attempting  to  deal  with  cut- 
backs in  Federal  funding  in  a  variety 
of  programs. 

Local  governments  have  been  hit 
hard  over  the  last  5  years  as  a  result  of 
Federal  Government  budget  cuts.  If 
this  provision  is  adopted,  most  cities 
and  towns  will  be  forced  to  increase 
their  property  taxes  in  order  to  raise 
the  additional  revenues.  As  a  matter  of 
tax  equity.  I  do  not  believe  it  is  fair  to 
mandate  an  increase  in  our  most  re- 
gressive public  revenue  source,  the 
property  tax. 

An  effective  date  of  July  1.  1987  will 
force  most  States  and  municipalities 
to  incorporate  these  additional  costs  in 
their  budgets  in  the  middle  of  a  fiscal 
year. 

The  House  budget  reconciliation  bill 
does  not  mandate  Medicare  coverage 
for  State  and  local  government  em- 
ployees. I  urge  the  Senate  conferees 
on  this  bill  to  defer  to  the  House  and 
drop  this  provision  from  the  final  bill. 

Short  of  tliminating  this  provision 
from  the  bill  entirely,  I  would  urge  the 
conferees  to  delay  the  implementation 
date  by  1  year.  Such  a  delay  would 
give  State  and  local  governments  an 
opportunity  to  develop  a  workable 
plan  to  finance  the  employer  share  of 
Medicare  coverage  for  their  employ- 
ees. 

Mr.  SIMON.  Mr.  President,  section 
VIA— revenue  provisions— of  the  rec- 
onciliation bill  provides  for  coverage  of 
all  State  and  local  government  em- 
ployees in  Medicare  effective  April  30, 
1987.  This  amounts  to  a  combined  em- 
ployer-employee hospital  insurance 
tax  rate  of  2.9  percent  of  the  first 
$42,000  of  wages— this  amounts  to  1.45 
percent  for  each  the  employer  and  the 
employee. 

Mr.  President.  I  rise  this  evening  out 
of  concern  for  both  the  employers  and 
the  employees  who  will  be  affected  by 
this  change.  I  fully  understand  the 
reasons  for  this  proposed  change,  as 
stated  in  the  report  language: 

Often,  State  and  local  government 
employees  qualify  for  Medicare  bene- 
fits ever  if  the  governmental  work  is 
excluded  from  coverage— this  happens 
as  a  result  of  work  performed  in  other 
employment  or  through  a  spouse. 

Entitlement  to  Medicare  gives  full 
coverage  whether  the  employee  has 
contributed  for  the  minimum  number 
of  quarters  or  a  lifetime. 

We  need  a  truly  national  system  of 
health  care.  Right  now,  many  people 
are  not  covered  who  need  to  be  cov- 
ered in  this  country. 

Most  importantly,  many  people  fall 
through  the  cracks.  For  instance,  the 
average  teacher  only  teaches  for  6 
years.    Once    that     teacher    finishes 


teaching,  where  he  or  she  has  not  paid 
into  Medicare,  and  goes  into  a  new 
profession,  the  former  teacher  has  no 
protection  should  health  care  be 
needed  if  the  person  becomes  disabled 
in  some  unfortunate  accident.  Perhaps 
even  more  tragically,  retired  public 
employees  need  health  care  and  end 
up  paying  exorbitant  amounts  for 
Medicare  coverage  because  they 
hadn't  contributed  during  their  career. 

Whiie  I  understand  the  need  for  in- 
cluding State  and  local  governmental 
employees  in  the  Medicare  system,  the 
Consolidated  Omnibus  Budget  Recon- 
ciliation Act  of  1985  included  all  those 
State  and  local  government  employees 
hired  after  March  31,  1986,  in  manda- 
tory Medicare  coverage.  This  is 
enough  of  a  burden  to  place  on  these 
governmental  entities  at  this  time.  I 
would  like  to  strongly  encourage  the 
conferees  from  the  Senate  to  consider 
a  proposal  to  extend  the  effective  date 
until  January  1.  1988,  at  the  earliest  to 
give  the  school  districts,  local  govern- 
ments, and  State  governments  time  to 
prepare  for  the  added  burden  of 
paying  their  share  of  the  Medicare 
coverage  for  all  employees.  This  will 
also  allow  the  employees  and  their 
representative  organizations  time  to 
prepare  for  the  payment  of  their  1.45 
percent  of  the  Medicare  fee. 

Some  evidence  of  the  burden  which 
these  governmental  entities  will  have 
to  bear  is  as  follows: 

The  cost  to  the  State  of  Illinois  the 
first  year  alone  would  be  almost  $34.5 
million. 

In  the  education  community  alone. 
171,785  Illinoisans  will  be  affected  by 
the  change— this  includes  people  who 
paid  into  the  Illinois  Teachers'  Retire- 
ment System.  State  Universities  Re- 
tirement System,  and  the  Chicago 
Teachers'  Retirement  System. 

The  total  number  of  affected  em- 
ployees is  around  214,000— this  in- 
cludes the  above  plus  the  members  of 
the  Policemen's  Annuity  and  Benefit 
Fund  of  Chicago  and  the  Municipal 
Employees'  Annuity  and  Benefit  Fund 
of  Chicago. 

I  have  received  two  letters  from  re- 
tired Illinois  teachers  who  now  have  to 
pay  into  Medicare  to  receive  the  serv- 
ices. They  cannot  afford  the  constant- 
ly escalating  payments. 

I  ask  unanimous  consent  that  these 
letters  be  reprinted  in  full  at  the  end 
of  this  statement. 

If  this  passes— as  I  assume  it  will— 
we  ought  to  be  protecting  these  re- 
tired teachers.  I  may  introduce  legisla- 
tion to  modify  this  incredible  situa- 
tion. 

These  retired  teachers  are  pleading 
that  something  be  done  to  help  reduce 
their  unreasonable  payments.  While 
this  proposal  will  not  assist  those  al- 
ready retired,  it  will  assist  those  still  in 
the  various  professions  not  now  cov- 
ered under  Medicare. 
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I  ask  again  though  that  the  effective 
date  be  delayed  until  at  least  1988  to 
allow  for  effective  preparation  for  the 
additional  tax  needed.  It  seems  to  me 
that  this  would  be  the  only  fair  and 
equitable  way  to  approach  such  new 
coverage. 

I  thank  my  colleagues  who  will  be 
the  conferees  on  this  bill  for  consider- 
ing these  views. 

There  being  no  objection,  the  letters 
were  ordered  to  be  printed  in  the 
Record,  as  follows: 

Dear  Senator  Simon:  I  am  writing  to  you 
about  those  of  us  who  must  pay  $229.50  a 
month  for  Medicare.  We,  who  have  been 
teachers  and  have  no  social  security,  find 
that  a  huge  sum  to  pay  out  of  our  teacher's 
pension. 

It  is  fair  that  we  pay,  but  every  January 
the  amount  goes  up— last  January  it  was  a 
$40  raise.  Can  not  a  ceiling  be  put  upon  the 
amount?  We,  of  course,  must  have  Medi- 
care, but  when  we  are  in  a  very  low  bracket, 
we  find  $229.50  a  month  a  hardship. 

I  trust  that  you  can  do  something  about  a 
ceiling  of  say  $200.00  a  month. 
Sincerely, 

Muriel  Peterson. 

Hon.  Paul  Simon, 
U.S.  Senate, 
Washington.  DC. 

Dear  Senator  Simon:  It  was  with  great 
surprise  that  I  read  that  the  Senate  is  con- 
sidering a  proposal  that  would  extend  Medi- 
care coverage  to  teachers  who  are  not  on 
Social  Security. 

I'm  one  of  those  retired  teachers  who  does 
not  qualify  for  Social  Security  and  my 
monthly  payments  for  Medicare  coverage 
now  amounts  to  $227.40  and  this  is  to  in- 
crease in  January.  Teachers  in  my  situation 
do  not  draw  large  pensions  and  Medicare 
plus  a  Medicare  supplement  takes  a  great 
chunk  out  of  each  monthly  check. 

When  this  proposal  is  discussed,  please  do 
everything  possible  to  help  us.  We  do  not 
ask  to  be  included  in  Social  Security,  just 
some  type  of  legislation  that  would  bring 
Medicare  payments  within  reasonable  range 
for  all  retired  as  well  as  active  and  future 
teachers. 

Thank  you  for  any  help  you  can  give  us. 
Very  truly  yours. 

Marguerite  Henry. 

Mr.  MURKOWSKI.  Mr.  President,  I 
am  concerned  about  a  provision  in  the 
Senate  Finance  Committees  version 
of  the  Budget  Reconciliation  Act  of 
1986  that  mandates  Medicare  coverage 
for  all  State  and  local  public  employ- 
ees. Such  a  provision  would  further 
burden  State  and  local  governments  in 
severely  economically  depressed  areas 
and  add  a  new  payroll  tax  to  their  em- 
ployees. The  House  Ways  and  Means 
Committee  has  not  yet  included  such  a 
measure  in  their  reconciliation  bill. 

Mr.  President,  the  issue  of  mandato- 
ry Medicare  coverage  for  State  and 
local  public  employees  was  resolved  in 
last  year's  Budget  Reconciliation  Act. 
We  agreed  under  the  act  to  require 
only  those  State  and  local  public  em- 
ployees hired  after  March  31,  1986,  to 
obtain  Medicare  coverage.  State  and 
local  government's  are  required  to  con- 
tribute into  the  Medicare  trust  fund 


1.45  percent  of  the  salary  of  every  em- 
ployee covered  under  Medicare. 

There  was  good  reason  in  last  years 
reconciliation  bill  to  not  require  all 
State  and  local  public  employees  to  be 
under  mandatory  Medicare  coverage. 
It  allowed  for  the  phasing  in  of  man- 
datory Medicare  coverage  to  enable 
State  and  local  governments  to  have 
time  to  adjust  to  their  added  Medicare 
contribution  costs. 

To  now  summarily  require  all  State 
and  local  employees  to  obtain  Medi- 
care coverage  is  not  only  a  breach  of 
faith  but  creates  enormous  difficulties 
for  State  and  local  governments.  It 
would  not  only  force  expensive  and 
confusing  changes  in  the  accounting 
systems  of  State  and  local  govern- 
ments but  place  an  extreme  hardship 
on  those  States  experiencing  declining 
revenues.  For  example,  this  would  an- 
nually cost  the  State  of  Alaska  $7  mil- 
lion during  a  time  when  in  1  year  its 
annual  revenue  is  estimated  to  drop  by 
nearly  two-thirds.  It  would  also  annu- 
ally cost  the  city  of  Anchorage,  AL, 
approximately  $700,000  when  it  is  ex- 
periencing a  budget  deficit  of  $4  mil- 
lion—300  anchorage  municipal  em- 
ployees have  already  lost  their  jobs 
this  year  and  the  city  is  faced  with 
having  to  increase  taxes  in  a  depressed 
economy.  Other  communities  in 
Alaska  and  throughout  America  will 
also  be  affected. 

Mr.  President,  the  appropriate 
method  of  implementing  Medicare 
coverage  of  State  and  local  govern- 
ment employees  was  already  fully  de- 
bated. The  goal  of  complete  mandato- 
ry Medicare  coverage  will  eventually 
be  phased  in  without  changing  the  law 
and  without  having  to  put  undue 
hardship  on  State  and  local  govern- 
ments. 

Yes,  mandatory  Medicare  coverage 
for  all  State  and  local  public  employ- 
ees is  attractive.  It  raises  revenue 
during  a  time  of  Federal  deficits.  But 
it  will  do  so  only  in  the  short  term.  In 
the  long  run  the  Federal  Government 
will  be  obligating  itself  to  provide 
Medicare  coverage  to  a  far  greater 
number  of  beneficiaries.  When  the 
long-term  effects  are  considered,  the 
revenue  generated  by  this  provision 
will  be  much  smaller  than  suggested 
by  the  Finance  Committee. 

Finally,  Mr.  President,  mandatory 
Medicare  coverage  more  than  offsets 
the  tax  cut  that  4  to  5  million  middle- 
class  and  lower  middle  class  Americans 
outside  the  Medicare  system  expect  to 
receive  from  the  tax  bill.  According  to 
the  Joint  Committee  on  Taxation  the 
tax  reform  bill  would  provide  taxpay- 
ers with  incomes  in  the  range  of 
$20,000  to  $30,000  with  a  cut  equiva- 
lent on  the  average  to  $191.  Thus,  the 
average  Government  employee  whose 
annual  salary  is  $23,000  would  be  sub- 
ject to  a  new  Medicare  tax  of  $333.50. 
This  is  more  than  150  percent  of  the 


cut  that  the  employee  would  receive 
under  the  tax  bill! 

Mr.  President,  I  request  that  this 
body  leave  intact  present  law  or  at  the 
very  least  extend  the  effective  date  of 
any  provision  that  mandates  Medicare 
coverage  to  ail  State  and  local  public 
employees. 

The  PRESIDING  OFFICER  (Mr. 
Stevens).  The  Senator's  time  has  ex- 
pired. 

Who  yields  time? 

Mr.  D'AMATO.  Mr.  President,  I  send 
an  amendment  to  the  desk  and  ask  for 
its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  bill  clerk  read  as  follows: 

The  Senator  from  New  York  [Mr. 
D'Amato].  for  himself.  Mr.  Garn.  Mr.  Moy- 
nihan.  Mr.  Riecle.  Mr.  Murkowski,  Mr. 
Hecht.  and  Mr.  Heinz,  proposes  an  amend- 
ment numbered  2856: 

Strike  lines  2  through  15  inclusive  on  page 
4  of  the  amendment. 

Mr.  DOMENICI.  Mr.  President, 
might  I  ask  the  Senator  from  New- 
York,  could  we  have  a  time  agree- 
ment? What  would  you  consider  fair?  I 
only  have  8  minutes  left  on  my  side.  I 
would  like  to  have  2  or  3  left  when  you 
are  finished.  Could  you  get  by  with  8 
minutes? 

Mr.  DAMATO.  Yes. 

Mr.  DOMENICI.  Eight  minutes  on 
your  side:  and  6  minutes  in  opposition, 
Mr.  President. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered. 

Mr.  DOMENICI.  Mr.  President, 
before  we  do  that,  might  I  ask,  does 
the  distinguished  Senator  from  Flori- 
da have  any  objection  to  the  time 
coming  out  of  the  bill  in  the  manner 
that  leaves  the  Senator  from  New 
Mexico  with  4  minutes  when  we  are 
finished  with  this?  I  think  you  will 
have  about  20. 

Mr.  CHILES.  No,  I  would  not  object 
to  that. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOMENICI.  I  thank  the  Sena- 
tor. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  York. 

Mr.  DAMATO. '  Mr.  President.  I 
offer  this  amendment  not  only  on 
behalf  of  myself,  but  on  behalf  of  Sen- 
ator Garn.  Senator  Moynihan,  and 
Senator  Riegle. 

In  the  absence  of  Senator  Garn,  and 
speaking  in  his  behalf,  I  am  sure  he 
would,  if  he  were  here  this  evening, 
move  to  strike  lines  2  through  15  in- 
clusively because  what  those  lines  do 
is  place  an  assessment  of  FDIC  insur- 
ance premiums  on  foreign  deposits 
held  in  banks  overseas.  The  chairman 
of  the  Senate  Banking  Committee, 
Senator  Garn,  who.  as  we  all  know,  is 
recovering  from  surgery  and  cannot  be 
here,  has  opposed  assessing  deposit  in- 
surance premiums  on  foreign  deposits 
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when  Senator  Proxmire  previously 
has  raised  the  subject  in  the  Senate 
Banking  Committee. 

The  committee  has  never  held  hear- 
ings on  the  effects  of  this  provision. 
We  are  deeply  concerned  about  the  ad- 
verse impact  on  international  trade 
and  on  the  competitiveness  of  Ameri- 
can banks  and  on  the  safe  and  sound- 
ness. In  our  search  for  additional 
funds,  we  run  risks  that  far  outweigh 
any  benefits  obtained. 

I  severely  question  the  figure  of  $300 
million  that  came,  I  believe,  from 
almost  the  air.  Senator  Garn.  were  he 
here,  and  based  on  his  past  actions 
and  the  actions  of  the  committee, 
almost  certainly  would  have  opposed 
this  provision  and  it  never,  never 
would  have  been  in  the  reconciliation 
amendment. 

I  cannot  help  but  think  about  an 
earlier  statement  that  the  distin- 
guished senior  Senator  from  Florida. 
Senator  Chiles,  made  when  he  said 
that  the  reconciliation  package  was 
not  designed  for  Members  to  shop  the 
legislation  around  on  the  floor  of  the 
Senate  that  they  could  not  get  out  of 
committee.  Let  me  suggest  that  that  is 
exactly  what  is  taking  place  here. 

The  Banking  Committee  has  op- 
posed this.  It  flies  in  the  face  of  what 
we  have  done.  It  will  wind  up  costing 
American  taxpayers  millions  and  mil- 
lions of  dollars  and  tens  of  thousands 
of  jobs. 

Let  me  just  give  you  one  little  exam- 
ple. In  1981.  we  passed  the  Interna- 
tional Banking  Facilities  Act  to  help 
bring  more  business  in  international 
banking  onto  U.S.  shores.  We  were 
losing  it.  The  banking  capitals  were 
moving  to  London,  moving  offshore. 

One  of  the  key  ways  of  doing  that 
was  to  exempt  deposits  in  internation- 
al banking  facilities  from  FDIC  premi- 
ums. That  makes  a  difference,  makes 
them  competitive. 

Well,  what  has  happened  since  then? 
Five  hundred  and  twenty-four  banking 
facilities  have  been  created  and  they 
are  presently  in  the  United  States  in 
24  States.  Twenty-four  States  have  525 
institutions  employing  thousands  and 
thousands  of  Americans.  And.  of 
course,  in  terms  of  international  bank- 
ing, we  now  have  $^60  billion  in  depos- 
its. 

Let  me  tell  you.  you  tax  these  depos- 
its and  you  assume  a  liability  that  you 
presently  do  not  have  with  the  FDIC 
and  you  are  going  to  lose  these.  They 
are  going  to  go  to  other  banks.  It  does 
not  make  sense. 

I  know  there  are  others  who  would 
like  to  speak  on  this. 

Mr.  President.  I  hope  that  we  would 
strike  this  provision.  We  do  have  a 
method  of  offsetting  these  revenues. 
Earlier,  the  Senate  Banking  Commit- 
tee passed  title  I  of  the  banking  bill.  It 
is  on  the  calendar.  S.  2752.  It  will  raise 
at  least  several  hundred  million  dol- 
lars. We  are  not  able  to  obtain  a  firm 


estimate  at  this  time.  But  we  are  confi- 
dent that,  by  passing  the  regulators 
bill,  we  would  raise  at  least  the  $300 
million  necessary  to  offset  this  $300 
million. 

Mr.  HEINZ.  Will  the  Senator  yield 
me  a  minute  and  a  half? 

Mr.  DAMATO.  Yes.  I  will. 

Mr.  HEINZ.  Mr.  President.  I  thank 
the  Senator  for  yielding.  I  ask  unani- 
mous consent  that  I  be  added  as  a  co- 
sponsor  of  the  amendment. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  HEINZ.  Mr.  President,  the  Sena- 
tor from  New  York  has  explained  very 
clearly  and  I  think  very  effectively 
what  this  amendment  to  the  bill  and 
what  he  is  trying  to  strike  would  do  to 
the  international  competitiveness  of 
U.S.  banks  if  it  is  allowed  to  stay  in 
the  bill.  But  I  would  like  to  talk  to  the 
principle  of  what  we  are  doing. 

D  2140 

The  principle  of  the  Federal  Deposit 
Insurance  Corporation  is  to  insure  de- 
posits because  the  banks  involved,  and 
they  are  all  currently  foreign  banks  in 
the  United  States  of  America,  are  held 
to  a  standard  of  underwriting  of  the 
employment  of  those  deposits  that 
guarantees  the  safety  and  soundness, 
not  just  of  the  banking  system  but  of 
the  way  an  individual  bank  is  run  and. 
therefore,  the  deposits. 

Even  in  this  country,  with  all  those 
heavy  regulations  we  have,  we  have 
seen  plenty  of  bank  failures,  and  what 
the  committee  amendment  does  is  to 
insure  deposits  by  not  just  Americans 
but  by  foreigners  in  foreign  banks 
which  we  cannot  regulate.  What  we 
are  doing  is  putting  the  assets  of  the 
Federal  Deposit  Insurance  Corpora- 
tion at  risk,  at  the  mercy,  of  foreigners 
regulating  foreign  banks. 

Mr.  President,  that  is  about  as  dumb 
an  idea  as  I  have  ever  heard.  I  yield 
the  floor. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

The  Senator  from  Wisconsin  is  rec- 
ognized for  6  minutes. 

Mr.  PROXMIRE.  Mr.  President.  I 
strongly  support  the  provision  in  the 
Domenici-Chiles  amendment  to  charge 
FDIC  insurance  premiums  against  the 
foreign  deposits  of  U.S.  banks.  This 
provision  will  reduce  the  deficit  by 
$310  million  in  fiscal  year  1987,  accord- 
ing to  CBO.  and  FDIC  has  about  the 
same  figures.  It  also  accomplishes  a 
long  delayed  deposit  insurance  reform 
first  recommended  by  the  U.S.  Treas- 
ury in  January  1985. 

Mr.  President,  an  amendment  has 
been  offered  by  Senator  D'Amato  to 
strike  this  provision.  Mr.  President, 
whatever  the  merits  or  demerits  of 
this  amendment,  there  is  one  over- 
whelming argument  against  it. 

It  will  eliminate  $310  million  in  reve- 
nues in  increasing  amounts  in  every 
following  year.  As  a  result,  the  Do- 


menici-Chiles amendment  will  not 
meet  the  Gramm-Rudman  targets. 
This  runs  the  danger  that  a  sequester 
will  be  triggered. 

If  we  want  to  avoid  a  sequester,  we 
must  vote  down  this  amendment.  It  is 
that  simple. 

But  even  on  the  merits,  this  amend- 
ment should  be  rejected.  Here  is  why: 

The  Federal  Deposit  Insurance  Act 
now  requires  banks  to  pay  an  insur- 
ance premium  of  one-twelfth  of  1  per- 
cent of  their  total  deposits  received  in 
the  United  States.  Deposits  received 
and  payable  only  at  foreign  branches 
are  excluded  and  therefore  are  not 
subject  to  a  premium  charge. 

This  exclusion  had  little  practical 
effect  when  the  Federal  Deposit  Insur- 
ance Act  was  written  over  50  years  ago 
when  foreign  deposits  were  almost 
nonexistent.  But  since  the  1950's,  for- 
eign deposits  of  U.S.  banks  have  sky- 
rocketed to  the  point  where  they  now 
total  $350  billion  or  about  one-fifth  of 
all  bank  deposits. 

Indeed,  the  foreign  deposits  of  some 
of  our  major  money  center  banks 
exceed  their  domestic  deposits.  For  ex- 
ample. Citibank  had  $30  billion  in  do- 
mestic deposits  at  the  end  of  1984  and 
$49  billion  in  foreign  deposits.  At 
Morgan  Guaranty,  the  figures  are  $14 
billion  in  domestic  deposits  and  $26 
billion  in  foreign  deposits. 

By  shifting  their  deposit-gathering 
operations  to  their  overseas  branches, 
these  money  center  banks  can  cut 
their  FDIC  deposit  insurance  premi- 
ums by  half  or  more.  And  yet  there  is 
no  question  but  that  the  FI3IC  and  ul- 
timately the  U.S.  Treasury  stands 
fully  behind  these  deposits  even 
though  they  are  technically  not  in- 
sured. 

The  need  for  including  foreign  de- 
posits in  the  FDIC  premium  base  was 
made  dramatically  clear  in  the  wake  of 
the  Continental  Illinois  rescue  pack- 
age. One  of  the  reasons  the  bank  suf- 
fered a  loss  in  market  confidence  was 
due  to  its  heavy  reliance  on  foreign  de- 
posits. Moreover,  the  bank  regulators 
felt  compelled  to  save  Continental  in 
order  to  maintain  the  confidence  of 
foreign  depositors  in  all  U.S.  financial 
institutions. 

Although  foreign  deposits  figured 
prominently  in  the  bailout  of  Conti- 
nental, they  did  not  contribute  one 
penny  of  revenue  to  the  FDIC  insur- 
ance funds.  In  effect,  foreign  deposi- 
tors in  large  U.S.  banks  enjoy  the  ben- 
efits of  deposit  insurance  without 
having  to  pay  for  it.  Instead,  the  cost 
is  shifted  to  the  FDIC,  and  ultimately, 
the  rest  of  the  banking  industry  and 
their  customers.  Thus  the  smaller  and 
medium-sized  banks  are  forced  to  pay 
for  the  excesses  of  the  largest  banks. 

Let  me  repeat  that:  The  smaller  and 
medium-sized  banks  are  forced  to  pay 
for  the  excesses  of  the  largest  banks. 
This   works   to    the    disadvantage    of 
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about  98  percent  of  the  banks  in  this 
country. 

This  built-in  discrimination  against 
smaller  banks  will  become  even  worse 
now  that  we  have  firmly  established 
the  precedent  that  we  will  not  allow  a 
large  bank  to  fail.  Large  banks  now 
have  de  facto  100-percent  Federal  de- 
posit insurance  on  all  their  deposits  in- 
cluding foreign  deposits  while  the  de- 
positors in  smaller  banks  are  at  risk  if 
their  deposit  exceeds  $100,000.  This 
difference  gives  a  substantial  and  un- 
justified competitive  advantage  to  the 
big  money  center  banks. 

The  provisions  in  the  reconciliation 
bill  will  help  to  reverse  this  competi- 
tive inequity  while  strengthening  the 
reserves  of  the  FDIC  deposit  insur- 
ance fund.  What  kind  of  private  insur- 
ance company  would  be  willing  to 
insure  over  $350  billion  in  deposits 
without  collecting  a  single  penny  in 
premiums  to  cover  its  risk?  Why 
should  the  largest  banks  be  able  to 
enjoy  the  protection  of  Federal  depos- 
it insurance  on  their  foreign  deposits 
without  paying  any  premiums?  Since 
these  foreign  deposits  contribute  sub- 
stantially to  the  risk  of  the  FDIC 
fund,  it  is  only  fair  that  they  be  as- 
sessed a  premium. 

Mr.  President,  let  me  conclude  by 
pointing  out  that  the  deposit  insur- 
ance provision  in  the  Domenici-Chiles 
amendment  will  provide  for  real  and 
continuing  deficit  reductions:  $310  mil- 
lion in  1987.  $330  million  in  1988,  $350 
million  in  1989,  $375  million  in  1990, 
and  $405  million  in  1991,  and  so  on,  ac- 
cording to  CBO. 

We  are  not  talking  about  one-time 
savings  resulting  from  phony  asset 
sales.  We  are  talking  about  real  sav- 
ings. 

The  Domenici-Chiles  amendment 
has  been  criticized  for  engaging  in 
smoke  and  mirrors  savings.  But  the 
Senator's  amendment  would  remove 
one  of  the  few  genuine  deficit  reduc- 
tion measures  from  the  Domenici- 
Chiles  proposal. 

Mr.  DOMENICI.  Will  the  Senator 
yield  30  seconds? 
Mr.  PROXMIRE.  Yes. 
Mr.  DOMENICI.  They  keep  calling 
this  the  Domenici-Chiles  amendment 
but  basically  Treasury  and  OMB  sent 
us  proposals.  The  first  one  said,  "You 
ought  to  raise  $2.6  billion  from  FDIC." 
That  got  chopped  around  and  pretty 
soon  it  turned  into  $1  billion. 

Then  everybody  said,  "That  is  crazy, 
there  is  no  way  to  find  $1  billion." 

About  a  half-day  later  they  suggest- 
ed, the  Pennsylvania  Avenue  part  of 
the  Government  suggested  this  meas- 
ure, and  it  got  chopped  around  and 
they  said  they  would  settle  for  $310 
million,  that  it  sounded  reasonably 
good. 

I  am  not  saying  they  wholeheartedly 
support  it.  I  did  not  invent  it  nor  did 
Senator  Chiles.  But  that  is  how  it 
evolved.   It   does   precisely   what   the 


Senator  said.  The  results?  You  hear 
two  versions.  I  do  not  know  which  is 
right. 
But  that  is  how  it  came  into  being. 
You  know  what  it  does,  it  taxes  the 
foreign  deposits  of  American  banks  for 
FDIC  insurance  as  they  pay  for  it  here 
in  America. 

The  PRESIDING  OFFICER.  All 
time  has  expired.  The  Senator  from 
New  York  has  2  minutes,  5  seconds. 

Mr.  D'AMATO.  Mr.  President,  we 
are  absolutely  kidding  the  American 
public  if  we  are  intending  that  this  is 
going  to  help  the  budget  deficit  be- 
cause these  are  FDIC  funds  and  they 
cannot  be  used  for  any  other  purpose 
other  than  paying  off  the  depositors 
of  those  banks. 

This  provision  is  a  sham  and  we 
have  to  take  it  into  the  tax  implica- 
tions, into  the  implications  of  loss  of 
jobs. 

I  want  to  tell  you  something.  If  we 
are  talking  about  usurping  jurisdic- 
tion, I  can  assure  you  if  Senator  Garn 
was  here  this  never  would  have  found 
its  way  into  this  bill.  Treasury  does 
not  support  it.  They  started  off 
strongly  in  favor  and  now  they  have 
mellowed  out.  I  think  if  you  gave  them 
another  48  hours  they  would  be  telling 
you,  "Do  not  do  this." 

We  have  a  way  of  raising  revenues.  I 
would  have  offered  it.  The  only  prob- 
lem is  we  cannot  get  the  exact  dollars 
from  CBO  in  terms  of  title  I  of  the 
Banking  Act  which  would  offset  this. 

This  is  the  wrong  thing  to  do. 

We  have  $260  plus  billion  that  are 
on  shore  that  have  been  deposited  as  a 
result  of  what  we  have  done  in  ex- 
empting it  from  FDIC.  You  have  $360 
billion  abroad  in  international  mar- 
kets. It  will  not  be  there.  You  will  lose 
a  significant  amount  of  it. 

If  you  want  to  play  politics,  if  you 
want  to  use  flimflam  numbers,  $300 
million,  it  will  not  close  the  budget 
deficit.  It  only  can  be  used  by  the 
FDIC  to  pay  off  failing  banks.  That  is 
why  we  moved  to  strike.  I  yield  back 
the  remainder  of  my  time. 

The  PRESIDING  OFFICER.  All 
time  has  been  yielded  back.  The  ques- 
tion is  on  agreeing  to  the  amendment 
of  the  Senator  from  New  York. 

Mr.  DAMATO.  Mr.  President,  I  ask 
for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

There  is  a  sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  All 
time  has  been  yielded  back.  The  yeas 
and  nays  have  been  ordered  and  the 
clerk  will  call  the  roll. 

The  bill  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  and 
the  Senator  from  Arizona  [Mr.  Gold- 
water],  are  necessarily  absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Oklahoma  [Mr. 
Boren],   the   Senator   from   Colorado 


[Mr.  Hart],  and  the  Senator  from 
Hawaii  [Mr.  Matsunaga],  are  necessar- 
ily absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber who  desire  to  vote? 

The  result  was  announced— yeas  32, 
nays  63.  as  follows: 

CRollcall  Vote  No.  273  Leg.] 
YEAS-32 


Abdnor 

Hatch 

Quayle 

Armstrong 

Hawkins 

Riegle 

Biden 

Hechl 

Roth 

Bradley 

Heinz 

Rudman 

Chafee 

Kerry 

Specter 

Cranston 

Laxalt 

Stevens 

DAmato 

Mattingly 

Syrams 

Danforth 

McClure 

Thurmond 

Dixon 

.  McConnell 

Warner 

Evans 

Moynihan 

Wilson 

Gorton 

Murkowski 
NAYS-63 

Andrews 

Glenn 

Melcher 

Baucus 

Gore 

Metzenbaum 

Bentsen 

Gramm 

Mitchell 

Bingaman 

Grassley 

Nickles 

Boschwilz 

Harkin 

Nunn 

Broyhill 

Hatfield 

Packwood 

Bumpers 

Heflm 

Pell 

Burdick 

Helms 

Pressler 

Byrd 

HoUings 

Proxmire 

Chiles 

Humphrey 

Pryor 

Cochran 

Inouye 

Rockefeller 

Cohen 

Johnston 

Sarbanes 

DeConcini 

Kassebaum 

Sasser 

Etenton 

Kasten 

Simon 

Dodd 

Kennedy 

Simpson 

Dole 

Lautenberg 

Stafford 

Domenici 

Leahy 

Stennis 

Durenberger 

Levin 

Trible 

Eagleton 

Long 

Wallop 

Exon 

Lugar 

Welcker 

Ford 

Mathias 

Zorinsky 

NOT  VOTING 

-5 

Boren 

Goldwater 

Matsunaga 

Gam 

Hart 

So  amendment  No.  2856  was  reject- 
ed. 

n  2210 

Mr.  CHILES.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  rejected. 

Mr.  DOMENICI.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  CHILES.  Mr.  President,  I  yield  5 
minutes  on  the  bill  to  the  Senator 
from  Nebraska. 

Mr.  DOMENICI.  Mr.  President,  will 
the  Senator  yield  to  me  for  30  seconds, 
on  my  time? 

Mr.  EXON.  I  yield. 

Mr.  DOMENICI.  Mr.  President.  I 
say  to  Senators  that  1  think  we  have 
two  or  three  more  votes.  The  leader 
wants  to  keep  the  votes  to  15  minutes, 
so  we  should  expedite  matters.  I  think 
there  will  be  at  least  two  or  three 
more.  There  is  not  much  time,  but  we 
still  have  to  vote.  Voting  time  does  not 
count,  so  we  will  keep  it  to  15  minutes. 

Mr.  EXON.  I  thank  my  colleague. 

The  PRESIDING  OFFICER.The 
Senate  will  be  in  order. 

Mr.  EXON.  Mr.  President,  I  will  not 
unduly  delay  the  Senate. 

Unfortunately,  the  difficulty  we 
have  is  that  we  have  been  talking  es- 
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sentially  about  everything  but  the 
main  bill.  We  have  a  series  of  amend- 
ments—good, bad,  and  indifferent— 
that  are  not,  in  my  opinion,  critical  to 
the  matter  we  are  going  to  vote  on 
shortly. 

This  Senator  does  not  delude  him- 
self to  think  that  anything  he  says  to- 
night is  going  to  make  a  difference  in 
the  vote  that  is  going  to  be  cast  in 
favor  of  the  reconciliation  package. 

There  have  been  few  arguments 
against  this,  and  I  appreciate  the  Sen- 
ator from  Florida  yielding  time  to  me 
to  oppose  something  that  he  supports, 
with  reluctance. 

This  reconciliation  package  is  a 
farce. 

Mr.  President,  I  choose  not  to  con- 
tinue until  the  Senate  is  in  order.  I 
will  save  everybody's  time  if  we  can 
have  order  in  the  Senate,  and  Jim 
ExoN  will  make  his  speech,  and  every- 
one will  vote  the  way  they  were  going 
to  vote  anyway. 

The  PRESIDING  OFFICER.  The 
Senator  will  suspend.  Staff  members 
will  cease  conversations.  The  Senator 
is  entitled  to  order. 

Mr.  EXON.  Mr.  President,  I  have 
only  5  minutes,  and  we  have  used  at 
least  a  minute  in  getting  order.  I  hope 
the  Chair  does  not  count  that  time 
against  me. 

The  PRESIDING  OFFICER.  Time 
when  the  Senate  suspends  is  not 
charged  against  the  Senator. 

Mr.  EXON.  Mr.  President,  the  recon- 
ciliation package  is  a  farce.  It  purports 
to  bring  the  fiscal  1987  budget  in  line 
with  the  dictates  of  the  famed 
Gramm-Rudman  amendment.  It  does 
not.  under  any  rational  mathematical 
formula. 

With  the  clever  invention  of  the 
Gramm-Rudman  Act,  Congress  now 
only  attempts  to  "avoid  a  sequester." 
That  is  what  we  are  about  tonight. 
"Avoiding  a  sequester"  is  not  the  same 
as  "reducing  the  deficit."  The  compro- 
mise reconciliation  package  is  a  prime 
example  of  that  fact. 

The  reconciliation  package  takes  the 
easy  way  out.  Gramm-Rudman  was 
supposed  to  produce  a  "grand  compro- 
mise" where  the  Congress  would 
reduce  spending  and  the  President 
would  agree  to  increased  revenues. 
That  has  not  happened. 

Instead,  the  Congress  is  about  to 
enact  a  reconciliation  package  which  is 
long  on  clever  accounting  methods  and 
short  on  meaningful,  long-term  action. 
This  path  only  leads  to  a  tremendous 
problem  in  the  coming  years. 

If  the  tax  reform  bill  is  enacted  and 
falls  short  of  its  optimistic  projections 
of  "revenue  neutrality."  the  coming 
years  could  be  devastating. 

The  reconciliation  package  turns 
cartwheels  to  avoid  a  sequester  by 
spotlighting  fiscal  year  1987  and  then 
cleverly  shoves  spending  backward 
into  1986  and  forward  into  1988  and 
accelerating  the  collection  of  receipts 


that  would  otherwise  accrue  to  hold 
down  deficits  in  future  years. 

Mr.  President,  some  ideas  may  be 
good  accounting  practices,  but  the 
American  people  should  not  be  fooled 
into  thinking  that  these  accounting 
procedures  are  equal  to  deficit  reduc- 
tion. For  example: 

Loan  asset  sales:  What  this  does  is 
bring  short-term  cash  into  the  Treas- 
ury in  1987  but  costs  the  Treasury  in 
the  long  term  because  of  the  loss  of 
long-term  cash  flows.  That  is  not  a  bad 
proposition  in  and  of  itself.  But.  make 
no  mistake— this  is  a  one-shot,  long- 
term  proposition.  Essentially,  what  we 
are  talking  about  here  are  a  whole 
series  of  asset  selling  and  not  spending 
cuts. 

Sell  Conrail:  It  is  still  a  questionable 
sale  at  $2.1  billion.  Another  one-shot 
liquidation.  It  helps  only  in  1987.  This 
is  another  sale  of  assets,  not  a  spend- 
ing reduction. 

Revenue  sharing:  This  is  probably 
the  most  outrageous  example  of  tom- 
foolery in  accounting.  What  we  do  is 
make  the  final  payment  under  reve- 
nue sharing  in  1986,  this  year,  rather 
than  in  1987.  as  planned  and  pro- 
grammed, and  we  claim  a  $68  million 
saving  in  that  package.  What  kind  of 
responsible  accounting  is  that?  By 
changing  the  revenue  sharing  pay- 
ment date  from  early  October  to  Sep- 
tember 30,  Congress  claims  a  deficit 
reduction  in  1987.  Tomfoolery. 

Accelerate  State  and  local  deposits: 
What  this  does  is  accelerate  the  pay- 
ment of  Social  Security  contributions 
to  the  trust  fund.  The  Federal  Gov- 
ernment still  collects  the  same  amount 
of  money,  only  sooner.  Claimed  sav- 
ings: $388  million.  This  is  not  a  saving. 
Again,  it  is  money-changing  for  book- 
keeping purposes  only. 

Accelerate  collection  of  excise  taxes: 
Same  as  above.  The  same  amount  of 
money,  only  we  collect  it  a  little 
sooner  and  count  it  as  a  saving. 
Claimed  saving:  $380  million.  Taxes 
which  are  due  after  30  days  will  now 
be  due  after  14  days— just  an  account- 
ing procedure.  Reconciliation  is  meant 
to  be  a  vehicle  to  save  money.  This 
package  spends  money. 

Social  Security  COLA's:  Does  not 
cut;  it  authorizes  a  COLA  for  1987  and 
eliminates  the  3-percent  CPI  trigger  in 
current  law.  Claimed  cost:  $808  billion. 

Gramm-Rudman  promised  a  $172 
billion  deficit  for  1986.  It  will  likely 
exceed  $225,  an  all-time  record.  Thats 
just  the  first  mistake  of  this  bad  legis- 
lation but  demonstrates  its  flimsy  fig- 
ures. 

The  promise  of  a  $144  billion  deficit 
for  1987  is  being  met  with  a  package 
which  on  paper  reduces  the  deficit  to 
$154  billion.  In  reality,  the  deficit  will 
be  in  the  $163  to  $17C  range,  or  more. 

The  1987  projections  are  built  upon 
optimistic  economic  assumptions. 

Each  day.  the  "first  year"  bonus  in 
the  tax  bill  shrinks  and  the  second 


and  third  year  losses  grow.  What  en- 
actment of  the  bill  will  produce  is 
truly  a  mystery. 

Gramm-Rudman  forces  have  con- 
sumed two  budget  cycles  with  their 
"folly."  The  deficit  has  grown,  the 
economy  has  slowed,  the  Nation's  com- 
petitiveness has  weakened,  and  the 
President  and  the  Congress  have 
fooled  themselves  into  thinking  that 
they  are  doing  something  to  reduce 
the  deficit. 

The  American  people  will  not  be 
fooled.  The  reconciliation  is  like  a 
tenant  not  paying  his  or  her  rent. 
Sooner  or  later,  the  tenant  will  be 
evicted. 

AMENDMENT  NO.  2857 

(Purpose:  To  ensure  the  preservation  of  em- 
ployee seniority  rights  in  airline  mergers 
and  similar  transactions) 
Mr.  DANFORTH.  Mr.  President,   I 

send  an  amendment  to  the  desk  on 

behalf  of  myself,  Senator  Eagleton, 

and  Senator  Kassebaum. 
The    PRESIDING    OFFICER.    The 

amendment  will  be  stated. 
The  assistant  legislative  clerk  read 

as  follows: 

The  Senator  from  Missouri  (Mr.  Dan- 
FORTH].  for  himself,  Mr.  Eagleton.  and  Mrs. 
Kassebaum.  proposes  an  amendment  num- 
bered 2857. 

Mr.  DANFORTH.  Mr.  President.  I 
ask  unanimous  consent  that  reading  of 
the  amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

At  the  appropriate  place,  insert  the  fol- 
lowing: 

Sec.  .  (a)  Section  408  of  the  Federal 
Aviation  Act  of  1958  (49  App.  U.S.C.  1378)  is 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"EMPLOYEE  SENIORITY  RIGHTS 

■(g)(1)  In  any  case  in  which  the  Secretary 
determines  that  the  transaction  which  is 
the  subject  of  the  application  would  result 
in  the  operational  integration  or  partial 
operational  integration  of  the  affected  car- 
riers and  that  such  integration  would  have 
an  adverse  effect  on  the  seniority  of  any  air 
carrier  employee,  the  acquiring  carrier,  and 
the  surviving  collective  bargaining  repre- 
sentative (if  any),  shall  provide  for  the  de- 
velopment, in  a  fair  and  equitable  manner, 
of  integrated  seniority  ranking  lists  for  all 
employee  groups.  In  the  event  of  a  failure 
to  agree,  the  dispute  may  be  submitted  by 
either  party  for  adjustment  in  accordance 
with  paragraph  (2)  of  this  subsection. 

"(2)(A)  if  any  dispute  or  controversy  arises 
regarding  integration  of  seniority  lists 
under  paragraph  (1)  of  this  subsection  and 
such  dispute  or  controversy  cannot  be  re- 
solved by  the  parties  within  20  days  after 
such  dispute  or  controversy  arises,  the  par- 
ties may  refer  such  dispute  or  controversy 
to  an  arbitrator  for  consideration  and  deter- 
mination. To  assist  in  the  selection  of  such 
an  arbitrator,  the  National  Medication 
Board  shall  furnish  to  such  parties  a  panel 
of  seven  names.  The  parties  shall  select 
such  arbitrator  by  alternating  in  the  dele- 
tion of  names  from  such  panel  until  one 
name  remains,  and  such  person  shall  serve 
as  arbitrator.  The  arbitrator  may  conduct 
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hearings  regarding  such  dispute  or  contro- 
versy, but  any  such  hearings  shall  be  con- 
ducted in  an  expedited  manner.  The  arbitra- 
tor shall  render  a  determination  regarding 
such  dispute  or  controversy  within  90  days 
after  the  dispute  or  controversy  arises. 
unless  an  extension  of  such  period  is  agreed 
to  by  all  parties  to  such  dispute  or  contro- 
versy. The  determination  of  such  arbitrator 
shall  be  binding  on  all  such  parties. 

"(B)  The  salary  and  expenses  of  the  arbi- 
trator shall  be  borne  equally  by  the  carrier 
involved  and  the  organization  or  organiza- 
tions representing  the  employee  or  employ- 
ees or,  if  no  such  representation  exists,  by 
the  employees  or  group  of  employees. 

"(C)  The  provisions  of  this  paragraph 
shall  not  apply  if  all  parties  to  such  dispute 
or  controversy  agree  that  a  different 
method  for  settling  such  dispute  or  contro- 
versy, or  an  alternative  procedure  for  select- 
ing an  arbitrator,  is  appropriate  in  the  par- 
ticular circumstances.  A  party  shall  not  be 
relieved  from  complying  with  the  provisions 
of  this  paragraph  by  the  recommendation 
of  a  different  or  alternative  method  or  pro- 
cedure unless  such  recommendation  is 
agreed  to  and  implemented  by  all  parties  to 
such  dispute  or  controversy.". 

(b)  The  amendment  made  by  subsection 
(a)  of  this  section  shall  apply  with  respect 
to  any  transaction  approved  by  the  Secre- 
tary of  Transportation  under  section  408  of 
the  Federal  Aviation  Act  of  1958  (49  App. 
U.S.C.  1378)  on  September  12,  1986,  and 
with  respect  to  any  transaction  for  which  an 
original  application  is  filed  after  the  date  of 
enactment  of  this  Act:  Provided,  however. 
•  •  •  by  subsection  (a)  of  this  section  shall 
not  apply  with  respect  to  any  transaction  in 
which  the  parties  invoke  and  are  able  to  sat- 
isfy the  requirements  of  the  failing  compa- 
ny doctrine. 

(c)  The  item  in  the  table  of  contents  of 
the  Federal  Aviation  Act  of  1958  relating  to 
section  408  is  amended  by  adding  at  the  end 
the  following: 

"(g)  Fair  treatment  of  employees.". 

Mr.  DANFORTH.  Mr.  President,  the 
agreement  is  that  I  will  take  1  minute 
on  this  amendment. 

The  amendment  I  propose  is  very 
similar  to  S.  2713,  introduced  by  Sena- 
tor Kassebaum.  The  amendment  is 
limited  in  the  sense  that  it  provides 
only  for  mandatory  seniority  list  inte- 
gration by  the  surviving  carrier  if  the 
Transportation  Secretary  finds  that  a 
merger  would  result  in  complete  or 
partial  "operational  integration"  of 
the  affected  carriers.  Either  party, 
that  is,  management  or  labor,  could  re- 
quire binding  arbitration  of  controver- 
sies arising  in  the  list  integration  proc- 
ess. 

My  amendment  would  apply  the  pro- 
visions of  that  bill  retroactively,  to 
cover  the  TWA-Ozark  acquisition.  No 
completed  acquisitions  other  than 
TWA-Ozark  would  be  affected  by  my 
amendment. 

Future  acquisitions  would  be  covered 
only  if  the  original  application  is  filed 
after  the  date  of  enactment.  There- 
fore, no  pending  transactions  would  be 
affected. 

It  is  my  intention  in  sponsoring  this 
amendment  that  the  arbitrators 
should  weigh  heavily  the  business 
needs  of  the  air  carrier  and  the  need 


for  greater  economic  efficiencies 
sought  through  the  merger  or  acquisi- 
tion. Indeed,  there  will  be  times  when 
the  arbitrators  must  consider  factors 
other  than  straight  integration  by  se- 
niority. It  is  the  survival  of  the  airline 
that  is  paramount,  because  in  the  end, 
that  offers  the  greatest  labor  protec- 
tion. 

An  exception  is  provided  for  failing 
companies.  The  failing  company  doc- 
trine, as  provided  in  the  Federal  Avia- 
tion Act  of  1958,  has  traditionally  been 
interpreted  to  require  that  the  parties 
are  unable  to  operate  the  failing  com- 
pany under  bankruptcy  procedures, 
that  they  must  have  attempted  to 
have  shopped  the  company,  and  that 
the  company  is  insolvent. 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  has  expired. 

Mr.  CHILES.  Has  all  time  expired? 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  from  Missouri  has 
expired. 

The  manager  of  the  bill  controls 
time  in  opposition,  if  he  is  in  opposi- 
tion to  the  amendment. 

Mr.  CHILES.  Mr.  President,  I  yield 
back  the  remainder  of  my  time,  and  I 
raise  the  point  of  germaneness  on  the 
amendment. 

The  PRESIDING  OFFICER.  The 
point  of  germaneness  has  been  raised. 

Mr.  DANFORTH.  Mr.  President,  I 
move  to  waive  the  Budget  Act. 

The  PRESIDING  OFFICER.  A 
motion  to  waive  germaneness  has  been 
made. 

Mr.  METZENBAUM.  Mr.  President, 
is  that  a  debatable  motion? 

The  PRESIDING  OFFICER.  It  is  a 
debatable  motion,  if  the  Senator  has 
time  yielded  to  him  for  that  purpose. 

Mr.  METZENBAUM.  Will  the  Sena- 
tor yield  2  minutes? 

Mr.  CHILES.  I  yield  1  minute. 

The  PRESIDING  OFFICER.  The 
Senator  is  recognized  for  1  minute  on 
the  time  of  the  Senator  from  Florida. 

Mr.  METZENBAUM.  Mr.  President, 
I  think  this  is  an  excellent  amend- 
ment. I  think  the  proposal  is  right  on 
target,  and  I  am  just  concerned  about 
it  being  defeated  by  reason  of  the  fact 
that  it  is  not  germane  and  will  get  the 
normal  motion  to  table. 

Some  of  us  have  been  trying  to  sup- 
port the  committee.  I  wonder  whether 
the  distinguished  chairman  of  the 
Commerce  Committee  could  find  an- 
other vehicle  to  which  he  might 
attach  this  amendment,  rather  than 
this  one. 

D  2220 

I  think  many  of  us  would  like  to  sup- 
port him  but  have  difficulty  on  this 
bill. 

Mr.  DANFORTH.  Mr.  President,  I 
do  not  have  enough  time  to  respond. 
If  I  can  have  15  seconds? 

Mr.  DOMENICI.  I  yield  15  seconds 
on  the  Senators  1  minute. 


Mr.  DANFORTH.  Mr.  President,  I 
think  the  timeliness  is  of  the  essence. 
I  think  that  is  the  reason  for  doing  it 
at  this  point. 

Also  obviously  because  of  the  proce- 
dural circumstances  here,  it  could  not 
be  filibustered. 

The  PRESIDING  OFFICER.  The 
time  has  expired. 

Mr.  SYMMS.  Mr.  President,  will  the 
Senator  yield  30  seconds  so  I  can  ask 
the  Senator  from  Missouri  a  question? 

Mr.  DOMENICI.  I  yield  30  seconds. 

Mr.  SYMMS.  I  thank  the  Senator 
for  yielding. 

I  say  I  received  a  letter  today  that  is 
pertinent  pertaining  to  the  Texas  Air 
buyout  of  now  bankrupt  Frontier  Air- 
lines and  the  employees  who  live  and 
work  in  my  State  for  Frontier  Airlines: 
I  understand  that  cannot  take  place. 

Mr.  DANFORTH.  It  is  excluded  in 
the  amendment. 

Mr.  SYMMS.  It  is  excluded. 

So  it  will  have  no  impact  on  Texas 
Air. 

The  PRESIDING  OFFICER.  Time 
has  expired. 

Who  yields  time? 

Mr.  DOMENICI.  I  yield  myself  30 
seconds. 

Mr.  President,  I  have  great  sympa- 
thy for  the  cause,  but  I  really  cannot 
believe  that  after  we  turned  down  all 
kinds  of  amendments  here  tonight  on 
the  issue  of  germaneness,  to  borrow  a 
phrase  from  my  good  friend.  Senator 
METZENBAUM,  at  10:20  at  night  when 
we  do  not  even  know  what  we  are 
doing,  we  are  going  to  adopt  a  major 
merger  change  in  American  transpor- 
tation law,  and  I  do  not  really  think  it 
has  the  merits.  I  think  we  better  find 
some  other  way  to  handle  it  and  to  be 
consistent,  60  votes  are  going  to  be 
needed  on  the  Senator's  motion  to 
waive  the  Budget  Act. 

Has  he  asked  for  the  yeas  and  nays? 

Mr.  DANFORTH.  I  have  not. 

Mr.  DOMENICI.  I  ask  for  the  yeas 
and  nays  on  the  waiver  request. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

There  is  a  sufficient  second. 

The  yeas  and  nays  were  ordered. 

LABOR  PROTECTION  PROVISION 

Mr.  EAGLETON.  Mr.  President,  to- 
gether with  other  members  of  the  Mis- 
souri congressional  delegation,  I  sup- 
ported the  merger  of  TWA  and  Ozark 
Airlines  which  was  approved  this  week 
by  the  Department  of  Transportation. 
I  took  that  action  because  I  was  con- 
vinced that  the  future  of  both  airlines 
hung  in  the  balance. 

My  support  of  the  merger,  however, 
was  coupled  with  a  demand  that  there 
be  a  labor  protection  provision  to  pro- 
tect the  interests  of  the  Ozark  and 
TWA  employees  affected.  Unfortu- 
nately, the  Department  failed  to  give 
this  elementary  consideration  to  the 
employees  and  that  is  why  we  need 
this  legislation. 
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This  week  the  House  by  an  over- 
whelming vote  passed  H.R.  4838  which 
would  require  labor  protection  provi- 
sions as  a  condition  of  any  future  air- 
line merger  or  acquisition.  I  would 
much  prefer  that  bill,  but  in  the  cir- 
cumstances we  face  in  the  Senate,  the 
present  amendment  may  well  be  the 
best  we  can  do  pragmatically. 

In  view  of  the  labor  problems  still 
afflicting  TWA  and  the  potential  that 
the  merger  with  Ozark  will  result  in 
displacement,  or  dismissal  of  some  em- 
ployees. I  believe  it  is  essential  that  a 
labor  protection  provision  be  attached 
to  the  merger  approval.  At  the  very 
least,  there  should  be  a  requirement 
for  fair  and  equitable  integration  of 
employee  seniority  lists.  That  is  what 
this  amendment  would  do  for  all 
future,  approved  mergers  and  for  the 
TWA-Ozark  merger. 

There  is  more  to  the  question  of  air- 
line mergers  than  the  future  of  the 
companies  involved.  The  future  of 
thousands  of  employees  are  on  the 
line  as  well.  We  need  to  balance  these 
interests  by  conditioning  merger  ap- 
proval on  fair  and  reasonable  protec- 
tion of  employee  rights. 

The  PRESIDING  OFFICER.  All 
time  has  expired. 

Mr.  DOMENICI.  Mr.  President,  does 
the  distinguished  Senator  insist  on  the 
yeas  and  nays? 

Mr.  DANPORTH.  I  do  not  know 
how  to  determine  whether  there  is  60 
votes  without  the  yeas  and  nays. 

Mr.  CHILES.  We  could  ask  for  a  di- 
vision. 

Mr.  DOMENICI.  We  could  ask  for  a 
division. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion. 
The  yeas  and  nays  have  been  ordered. 

The  clerk  will  call  the  roll. 

The  assistant  legislative  clerk  called 
the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn].  the 
Senator  from  Arizona  [Mr.  Gold- 
water],  and  the  Senator  from  Utah 
[Mr.  Stafford],  are  necessarily  absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Oklahoma  [Mr. 
BoREN].  and  the  Senator  from  Hawaii 
[Mr.  Matsunaga],  are  necessarily 
absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber who  desire  to  vote? 

The  result  was  announced— 43  yeas. 
52  nays,  as  follows: 

[Rollcall  Vote  No.  274  Leg.] 


YEAS-43 

Andrews 

Dixon 

Inouye 

Baucus 

Dodd 

Kassebaum 

Biden 

Dole 

Kennedy 

Boschwitz 

Eagleton 

Kerry 

Bradley 

Ford 

Lautenberg 

Bumpers 

Gore 

Leahy 

Burdick 

Grassley 

Levin 

Cranston 

Harkin 

Mathias 

DAmalo 

Hart 

Melcher 

Danforth 

Henin 

Mitchell 

DeConcini 

Heirvj 

Moynihan 

Packwood 

Riegle 

Specter 

Pell 

Sarbanes 

Stevens 

Pressler 

Sasser 

Pryor 

Simon 
NAYS-52 

Abdnor 

Hatch 

Nunn 

Armstrong 

Hatfield 

Proxmire 

Bentsen 

Hawkins 

Quayle 

Bingaman 

Hecht 

Rockefeller 

Broyhill 

Helms 

Roth 

Byrd 

HoUings 

Rudman 

Chafee 

Humphrey 

Simpson 

Chiles 

Johnston 

Stennis 

Cochran 

Kasten 

Symms 

Cohen 

Laxalt 

Thurmond 

Denton 

Long 

Trible 

Domenici 

Lugar 

Wallop 

Durenberger 

Mattingly 

Warner 

Evans 

McClure 

Weioker 

Exon 

McConnell 

Wilson 

Glenn 

Metzenbaum 

Zorinsky 

Gorton 

Murkowski 

Gramm 

Nickles 

NOT  VOTING- 

-5 

Boren 

Goldwater 

Stafford 

Garn 

Matsunaga 

SEC. 
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The  PRESIDING  OFFICER.  On 
this  vote,  the  yeas  are  43  and  the  nays 
are  52.  The  motion  to  waive  the 
Budget  Act  is  rejected. 

Mr.  CHILES.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
motion  was  rejected. 

Mr.  DOMENICI.  Mr.  President,  I 
move  to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
rejected. 

The  PRESIDING  OFFICER.  The 
amendment  of  the  Senator  from  Mis- 
souri has  new  subject  matter  and, 
therefore,  is  not  germane  and  falls  for 
that  reason. 

The  Senator  from  New  Mexico. 

Mr.  DOMENICI.  Mr.  President.  I 
wonder  if  the  Senator  from  Florida 
will  yield  me  3  minutes. 

Mr.  CHILES.  Mr.  President.  I  yield  5 
minutes. 

Mr.  DOMENICI.  Mr.  President.  I 
yield  3  minutes  to  the  distinguished 
Senator  from  Oklahoma. 

AMENDMENT  NO.  2858 

(Purpose:  To  delete  cigarette  tax  increase 
and  to  amend  the  Internal  Revenue  Code 
of  1954  to  impose  a  fee  on  the  importation 
of  crude  oil  or  refined  petroleum  products 
to  protect  the  national  and  energy  securi- 
ty interests  of  the  United  States) 
Mr.  NICKLES.  Mr.  President,  I  send 
an  amendment  to  the  desk  and  ask  for 
its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 
The  bill  clerk  read  as  follows: 
The  Senator  from  Oklahoma  (Mr.  Nick- 
les], for  himself.  Mr.  Domenici,  Mr.  Mur- 
kowski. and  Mr.  Boren.  proposes  an 
amendment  numbered  2858. 

Mr.  NICKLES.  Mr.  President,  I  ask 
unanimous  consent  that  further  read- 
ing of  the  amendment  be  dispensed 
with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  .is  follows: 

At  the  end  of  the  bill,  insert  the  following 
new  section: 


FEE  ON  IMPORTED  CRl'DE  OIL  OR  REFINED 
PETROLEIM  PRODICTS. 

(a)  In  General.— Subtitle  E  of  the  Inter- 
nal Revenue  Code  of  1954  (relating  to  alco- 
hol, tobacco,  and  certain  other  excise  taxes) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  chapter: 

■CHAPTER  54-IMPORTED  CRUDE  OIL 
OR  REFINED  PETROLEUM  PRODUCTS 
"Sec.  5881.  Imposition  of  tax. 
"Sec.  5882.  Definitions. 
"Sec.  5883.  Registration. 
"Sec.  5884.  Procedures:  returns:  penalties. 

•SEC.  5881.  IMPOSITION  OF  TAX. 

"(a)  Imposition  of  Tax.— In  addition  to 
any  other  tax  imposed  under  this  title,  an 
excise  tax  is  hereby  imposed  on— 

"(1)  the  first  sale  within  the  United  States 
of- 

"(A)  any  crude  oil.  or 

"(B)  any  refined  petroleum  product,  that 
has  been  imported  into  the  United  States, 
and 

"(2)  the  use  within  the  United  States  of— 

"(A)  any  crude  oil.  or 

"(B)  any  refined  petroleum  product, 
that    has   been   imported   into   the   United 
States  if  no  tax  has  been  imposed  with  re- 
spect to  such  crude  oil  or  refined  petroleum 
product  prior  to  such  use. 

■(b)  Rate  OF  Tax.— 

"(1)  Crude  oil.— For  purposes  of  para- 
graphs (1)(A)  and  (2)(A)  of  subsection  (a) 
the  rate  of  tax  shall  be  $4  per  barrel,  re- 
duced by  an  amount  which  is  equal  to  the 
excess  of— 

■■(A)  the  energy  policy  price  per  barrel, 
over 

■■(B)$18. 

"(2)  Refined  petroleum  product.— For 
purposes  of  paragraphs  (1)(B)  and  (2)(B)  of 
subsection  (a),  the  rate  of  tax  shall  be  equal 
to  150  percent  of  the  rate  of  tax  determined 
under  paragraph  (1)  of  this  section. 

"(3)  Fractional  parts  of  barrels.— In  the 
case  of  a  fraction  of  a  barrel,  the  tax  im- 
posed by  subsection  (a)  shall  be  the  same 
fraction  of  the  amount  of  such  tax  imposed 
on  the  whole  barrel. 

■■(C)  Determination  of  Energy  Policy 
Price.— 

■■(1)  In  general.— For  purposes  of  this  sec- 
tion, the  energy  policy  price  with  respect  to 
any  week  during  which  the  tax  under  sub- 
section (a)  is  imposed  shall  be  determined 
by  the  Secretary  and  published  in  the  Fed- 
eral Register  on  the  first  day  of  such  week. 

■•(2)  Basis  or  Determination.— For  pur- 
poses of  paragraph  (1),  the  energy  policy 
price  for  any  week  is  the  weighted  average 
international  price  of  a  barrel  of  crude  oil 
for  the  preceding  4  weeks  as  determined  by 
the  Secretary,  after  consultation  with  the 
Administrator  of  the  Energy  Information 
Administration  of  the  Department  of 
Energy,  pursuant  to  the  formula  for  deter- 
mining such  international  price  as  used  in 
publishing  the  Weekly  Petroleum  Status 
Report  and  as  in  effect  on  the  date  of  the 
enactment  of  this  section. 

■■(d)  Liability  for  Payment  of  Tax.— 

■■(1)  Sales.— The  taxes  imposed  by  subsec- 
tion (a)(1)  shall  be  paid  by  the  first  person 
who  sells  the  crude  oil  or  refined  petroleum 
product  within  the  United  States. 

■■(2)  Use.— The  taxes  imposed  by  subsec- 
tion (a)(2)  shall  be  paid  by  the  person  who 
uses  the  crude  oil  or  refined  petroleum 
product. 

■■(3)  Tax-free  exports.— 

"(A)  In  general.— Under  regulations  pre- 
scribed by  the  Secretary,  no  tax  shall  be  im- 
posed  under  this  chapter  on   the  sale  of 
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crude  oil  or  refined  petroleum  products  for 
export  or  for  resale  by  the  purchaser  to  a 
second  purchaser  for  export. 

"(B)  Proof  of  export.— Where  any  crude 
oil  or  refined  petroleum  product  has  been 
sold  free  to  tax  under  subparagraph  (A), 
such  subparagraph  shall  cease  to  apply  with 
respect  to  the  sale  of  such  crude  oil  or  re- 
fined petroleum  product,  unless,  within  the 
6-month  period  which  begins  on  the  date  of 
the  sale,  the  seller  receives  proof  that  the 
crude  oil  or  refined  petroleum  product,  has 
been  exported. 

"SEC.  5882.  DEFINITIONS. 

"For  purposes  of  this  chapter— 
"(1)    Crude    oil.— The    term    'crude    oil' 
means  crude  oil  other  than  domestic  crude 
oil  (within  the  meaning  of  chapter  45). 

"(2)  Barrel.— The  term  barrel'  means  42 
United  States  gallons. 

"(3)  Refined  petroleum  product.— The 
term  'refined  petroleum  product'  shall  have 
the  same  meaning  given  to  such  term  by 
section  3(5)  of  the  Emergency  Petroleum  Al- 
location Act  of  1973  (15  U.S.C.  752(5)). 

"(4)  Export.— The  term  'export'  includes 
shipment  to  a  possession  of  the  United 
States;  and  the  term  'exported'  includes 
shipment  to  a  possession  of  the  United 
States. 

•SEC.  5883.  REGISTRATION. 

"Every  person  subject  to  tax  under  section 
5881  shall,  before  incurring  any  liability  for 
tax  under  such  section,  register  with  the 
Secretary. 

■SEC.  5884.  PROCEDIRES:  RETIRNS;  PENALTIES. 

"For  purposes  of  this  title,  any  reference 
(other  than  in  chapter  45  or  section  6429)  to 
the  tax  imposed  by  section  4986  shall  be 
treated,  except  to  the  extent  provided  by 
the  Secretary  by  regulation  where  such 
treatment  would  be  inappropriate,  as  a  ref- 
erence to  the  tax  imposed  by  section  5881.". 

(b)  Conforming  Amendment.— The  table 
of  chapters  for  subtitle  E  is  amended  by 
adding  at  the  end  thereof  the  following  new 
items; 

"CHAPTER  54.  IMPORTED  CRUDE  OIL 
OR  REFINED  PETROLEUM  PROD- 
UCTS.". 

(c)  Deductibility  of  Imported  Oil  Tax.— 
The  first  sentence  of  section  164(a)  (relating 
to  deductions  for  taxes)  is  amended  by  in- 
serting after  paragraph  (5)  the  following 
new  paragraph; 

"(6)  The  imported  oil  taxes  imposed  by 
section  5881.". 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  with  re- 
spect to  sales  and  use  of  imported  crude  oil 
or  imported  refined  petroleum  products  on 
or  after  October  1.  1986. 

Mr.  NICKLES.  Mr.  President,  the 
amendment  would  place  a  variable  fee 
up  to  $4  per  barrel  on  imported  crude 
oil  and  a  fee  on  imported  product 
equal  to  150  percent  of  the  oil  fee. 
Revenues  from  the  fee  in  fiscal  year 
1987  are  projected  to  be  $6.27  billion. 

Imports  of  crude  oil  and  petroleum 
products  are  threatening  our  national 
security  interests.  Crude  oil  imports 
have  increased  61.8  percent  since  last 
year  for  the  4-week  period  ending  Sep- 
tember 5,  1986.  The  United  States  now 
relies  on  imports  for  approximately  40 
percent  of  its  needs.  For  that  reason,  I 
am  sponsoring  this  amendment  to 
impose  a  fee  on  oil  imports. 

This  oil  import  fee  will  go  a  long  way 
toward  reversing  our  dependency  on 


OPEC  and  bolstering  our  domestic 
supply  of  oil  and  gas.  The  domestic 
energy  industry  is  clearly  in  a  depres- 
sion. It  is  important  to  focus  not  just 
on  the  import  fee  proposal  but  on  the 
Federal  Government's  entire  energy 
policy. 

It  may  be  good  politics  for  many  in 
Congress  to  bash  "Big  Oil"  back  home, 
but  this  rhetoric  fuels  the  drive  which 
has  led  to  a  regressive  national  energy 
policy. 

Fearing  "Big  Oil"  in  1980,  Congress 
imposed  the  windfall  profit  tax  on  do- 
mestic producers.  This  tax  had  the 
effect  of  penalizing  our  American 
energy  industry  and  encouraging  for- 
eign imports  of  oil. 

On  July  31,  1986,  the  Senate  took 
the  appropriate  action  of  repealing 
this  tax  for  the  purpose  of  encourag- 
ing future  domestic  production.  It  is 
now  up  to  the  House  of  Representa- 
tives to  follow  suit. 

The  amount  of  windfall  profit  tax 
collected  since  passage  in  1980  is  sum- 
marized in  the  following  table: 

1980      1981      1982      1983      1984      1985 

Gross 6  9      234      18  5      12.2       9.2       66 

N«t  -  .---      4  3      13  8       9.5       57       3.9       3  2 

This  represents  an  equivalent  tax 
per  barrel  as  indicated  below: 

1980 6.65 

1981 9.03 

1982 » 6.35 

1983 4.25 

1984 3.91 

1985 2.96 

Where  is  the  wisdom  in  penalizing 
our  domestic  producers  and  giving 
OPEC  a  free  ride?  This  Senator  sees 
none. 

At  the  very  minimum,  a  fair  and 
thoughtful  policy  on  oil  should  be  ex- 
actly the  opposite  of  what  we  have 
today.  The  windfall  profit  tax  should 
be  repealed  and  imports  should  at 
least  pay  an  amount  equal  to  what  our 
own  producers  have  been  required  to 
pay. 

I  stated  to  President  Reagan  on  sev- 
eral occasions  that  I  hoped  he  would 
reconsider  his  position  on  the  oil 
import  fee  based  on  the  premise  that 
it  was  not  ^  tax  but  an  equalization 
fee. 

World  oil  prices  have  fallen  by  more 
than  $18  per  barrel  or  by  60  percent 
since  December.  This  recent  decline  in 
oil  prices  has  not  been  caused  by  the 
demise  of  OPEC  but  by  the  calculated 
strategy  of  a  couple  of  major  export- 
ing nations  trying  to  manipulate  the 
market  for  future  gain.  Therefore,  we 
don't  see  pure  market  principles  at 
work  but  calculated  maneuvers  by  gov- 
ernment entities  to  increase  their  con- 
trol over  the  world  oil  market. 

I  believe  it  would  be  unwise  for  our 
Government  to  sil  idly  by  and  allow 
countless  American  producers  and  re- 
finers to  go  bankrupt  while  the  Saudis 


and  others  are  tightening  the  screws 
on  oil  producing  countries.  As  a  bare 
minimum,  let's  require  that  they  pay 
at  least  the  same  tax  that  our  domes- 
tic producers  have  been  forced  to  pay 
since  1980.  The  average  windfall  profit 
tax  for  the  lower  48  States  has  aver- 
aged more  than  $5  per  barrel  since 
passage  of  the  windfall  profit  tax. 

I  would  hope  that  an  equalization 
fee  would  be  used  not  to  create  new 
Federal  spending  programs  but  to  de- 
crease the  national  deficit. 

There  are  other  issues  which  should 
be  addressed  in  reforming  U.S.  energy 
policy,  such  as  the  deregulation  of  nat- 
ural gas.  In  the  Energy  Committee  we 
have  been  working  to  reverse  current 
punitive  policies,  and  I  would  encour- 
age this  body  to  join  us  in  this  effort. 

An  oil  equalization  fee  would  be  a 
first  step  toward  regaining  the  losses 
we  have  suffered  in  years  past  at  the 
hands  of  OPEC.  Let  us  not  lose  this 
present  opportunity  to  make  a  positive 
change. 

Mr.  President,  as  I  said,  this  amend- 
ment calls  for  a  $4  fee  on  imported  oil. 
Instead  of  calling  it  an  import  fee,  I 
would  very  much  like  to  call  it  an  im- 
portation tax  because  we  have  never 
taxed  imports  but  only  taxed  domestic 
producers. 

Mr.  President,  I  think  it  is  impera- 
tive that  this  country  awaken  to  the 
fact  that  we  are  relying  on  imports 
and  that  reliance  has  increased  sub- 
stantially. 

Eight  months  ago  it  was  27  percent 
and  today  it  is  42  percent.  That  figure 
is  rising  on  a  daily  basis. 

Mr.  F>resident.  I  do  not  think  it  is 
wise  for  us  as  a  country  to  become 
more  and  more  dependent  basically 
not  because  of  free  markets  but  to 
allow  a  few  countries— actually  in  this 
case  a  couple  of  countries— to  manipu- 
late oil  prices  and  drive  us  to  where 
our  domestic  industry  is  basically 
being  put  on  a  death  bed,  making  us 
more  dependent  on  foreign  sources 
where  we  would  be  more  vulnerable  to 
outside  pressures. 

Mr.  President,  this  would  be  a  $4  oil 
import  fee,  raising  about  $2.7  billion 
per  year.  It  would  phase  out  if  the 
price  of  oil  exceeded  $22. 

I  think  this  is  a  commonsense  ap- 
proach. I  compliment  my  good  friend 
and  colleague  from  New  Mexico  for 
helping  us  with  this  amendment.  I 
think  it  is  needed.  I  think  America 
needs  to  wake  up  to  our  dependency 
on  foreign  resources. 

Mr.  DOMENICI.  Mr.  President,  how 
much  time  have  I  remaining? 

The  PRESIDING  OFFICER.  The 
Senator  from  Oklahoma  has  1  minute 
on  his  time  and  the  Senator  from  New 
Mexico  has  4  minutes  left  on  his  time. 

Mr.  DOMENICI.  Mr.  President.  I 
yield  myself  1  minute. 
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Mr.  DOMENICI.  Mr.  President,  I  am 
very  pleased  that  yesterday  in  New 
Orleans  the  President  has  called  for  a 
"high-level  review  of  America's 
energy-related  national  security  con- 
cerns." through  assessment  of  the  eco- 
nomic security  impact  of  petroleum 
imports  and  the  problems  facing  the 
oil  industry.  I  followed  with  interest 
his  statement  yesterday  in  Louisiana 
where  he  unveiled  his  study  initiative. 
Such  a  study  will  reiterate  the  impact 
of  oil  imports  on  the  national  security 
interests  of  the  United  States.  My  as- 
sessment is  that  we  are  vulnerable  to 
economic  terrorism  because  we  stand 
to  lose  35  to  40  percent  of  our  domes- 
tic industry  by  the  end  of  the  year, 
and  the  only  place  we  can  turn  to  is 
the  very  unstable  Middle  East. 

There  have  been  many  excellent 
speeches  given  in  recent  months  and 
even  in  the  last  few  days  about  what  is 
going  on  and  the  impact  the  oil  situa- 
tion is  having,  and  will  continue  to 
have  for  years  to  come.  Nevertheless, 
the  President  is  taking  a  first  step  in 
focusing  on  the  problem  and  the  study 
would  constitute  the  foundation  for 
the  President's  policy. 

I  think  there  are  several  of  us  in  the 
Senate  who  could  dictate  a  report  for 
the  President  off  the  top  of  our  heads 
right  now.  There  are  many  of  us  ready 
right  now  to  implement  the  necessary 
policy  for  our  energy  security.  We 
could  use  reconciliation  as  the  vehicle 
and  an  oil  import  fee  as  the  means. 

The  way  we  think  the  fee  should  be 
structured  is  a  $4  fee  that  begins  to 
phase  out  when  the  price  of  oil 
reaches  $18  per  barrel. 

CBO  has  already  prepared  a  study 
and  it  determined  that  an  oil  import 
fee  would  provide  the  best  means  of 
discouraging  imports  and  strengthen- 
ing the  U.S.  energy  industry. 

In  a  few  months,  I  will  predict  that 
the  President  will  come  around  to  our 
same  conclusion— only  the  country 
will  be  worse  off  for  waiting. 

America  uses  16  million  barrels  of  oil 
per  day,  every  day.  Our  great  econom- 
ic engine  does  not  fire  a  piston  with- 
out oil.  Our  great  military  industrial 
complex  does  not  run  without  oil. 

Oil  imports  now  comprise  31  percent 
of  supplies  versus  27  percent  at  the  be- 
ginning of  the  year.  JEC  reports  that 
by  1988  we  will  pass  the  record  level  of 
47  percent  which  we  set  back  in  1977. 
Oil  imports  have  increased  by  25  per- 
cent in  the  past  year. 

OPEC  manipulates  the  supply  and 
price  of  oil.  It  wants  to  eliminate  the 
marginal  high-cost  producers.  That  is 
our  small  independent  producers. 
There  are  450.000  U.S.  stripper  wells 
that  produce  less  than  3  barrels  per 
day  per  well.  Average  production  of 
domestic  nonstripper  well  is  45  barrels 
per  day.  In  the  Middle  East,  an  aver- 
age well  produces  over  1.600  barrels 
per  day. 


Likewise  OPEC  wants  to  prevent  the 
development  of  energy  alternatives 
which  could  compete  with  or  displace 
oil  in  the  world  market.  Sheik 
Yamani.  the  Saudi  oil  minister  says: 
"The  golden  age  of  Arab  oil  was  not  in 
the  1970's  but  will  be  in  the  1990's." 

The  $13  oil  means  very  little  explo- 
ration. That  in  turn  means  we  are 
likely  to  lose  one-third  more  of  our 
production  capacity.  And  that  makes 
us  more  vulnerable  than  ever  to  OPEC 
by  the  decade  of  the  1990's. 

This  is  somethings  called  a  regional 
issue— the  energy  States  versus  the 
Northeast.  Not  true.  This  is  a  national 
issue,  an  issue  of  survival  for  us  all. 

When  OPEC  get  us  by  the  throat,  it 
will  be  the  people  of  New  England  as 
well  as  New  Mexico  who  choke. 

I  ask  unanimous  consent  that  an  ap- 
plication of  the  amendment  appear  in 
the  Record  at  this  point. 

Thore  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Explanation  of  Amendment 

Imposes  a  $4  per  barrel  oil  import  fee  on 
crude  oil  and  refined  product. 

Pee  phases  out.  dollar  for  dollar,  penny 
for  penny  as  the  average  weighted  world 
price  for  oil  exceeds  $18  per  barrel. 

If  price  of  oil  is  less  than  $18,  the  fee 
would  be  $4. 

When  the  average  price  reaches  $19,  the 
fee  would  drop  to  $3. 

When  the  average  price  reaches  $20,  the 
fee  would  drop  to  $2. 

When  the  average  price  reaches  $21,  the 
fee  would  drop  to  $1. 

When  the  average  price  reaches  $22.  the 
fee  would  drop  to  $0. 

Example:  If  the  weighted  world  price  is 
$18.50  the  fee  would  be  $3.50. 

The  average  weighted  price  used  in  the 
bill  is  already  being  calculated  on  a  weekly 
basis  by  the  Department  of  Energy.  The 
weekly  average  is  used  to  be  as  price  sensi- 
tive as  possible  and  to  maximize  free  market 
independence.  Using  the  weighted  average 
eliminates  the  potential  for  market  manipu- 
lation. 

The  fee  is  structured  in  such  a  way  as  not 
to  be  inflationary  since  the  fee  would  auto- 
matically terminate  at  $22  per  barrel,  a 
price  at  least  $5  below  the  February  CBO 
base  price. 

Bill  imposes  the  import  fee  as  an  excise 
tax.  Since  excise  taxes  are  deductible,  the 
fee  can  be  higher,  thereby  helping  the  in- 
dustry more,  without  having  the  full  cost 
passed  on  to  consumers. 

Excise  tax  can  be  administered  by  IRS 
without  getting  the  government  involved  in 
the  regulation  of  energy  prices. 

A  $4  would  raise  the  price  of  gasoline  at 
the  pump  slightly.  However,  in  view  of  the 
recent  30  to  50  percent  gasoline  price  de- 
cline, this  is  a  small  price  to  pay  for  energy 
security  and  to  guarantee  our  energy  inde- 
pendence. 

Pee  would  be  paid  by  the  first  person  who 
sells  the  crude  oil  or  refined  petroleum 
product  within  the  United  States,  i.e.,  the 
importer. 

Provides  for  tax  exempt  exports. 

Unofficial  revenue  estimates  from  Joint 
Tax  indicate  that  this  bill  would  raise  $6.9 
billion  in  fiscal  year  1987  and  $19  billion 
over  the  next  three  years. 


Cosponsors:  Domenici,  Boren,  Nickles, 
Bingaman.  Bentsen.  Long,  Johnston.  Simp- 
son. Stevens,  Murkowski.  Kassebaum. 
Pryor.  and  Levin. 

The  import  fee  would  raise  $6.9  bil- 
lion of  the  $14.5  needed  to  reach  the 
budget  goal,  however  there  are  several 
compelling  nonbudgetary  reasons  to 
support  an  oil  import  fee  now. 

Allowing  our  foreign  oil  dependency  to  in- 
crease jeopardizes  our  national  security. 

Relying  on  OPEC  for  our  oil  leaves  us  vul- 
nerable to  economic  terrorism  once  our  owTi 
oil  industry  withers  away. 

Inaction  will  mean  the  demise  of  35  to  40 
percent  of  the  U.S.  domestic  industry  by  the 
end  of  this  year. 

Drilling  activity  is  at  a  46-year  low  with 
the  latest  rig  count  of  about  700  in  use,  com- 
pared to  a  1981  peak  of  3,970. 

Inaction  will  cost  the  U.S.  500,000  barrels 
per  day  in  stripper  well  production  by  1991. 

Allowing  the  across-the-board  cuts  is  not 
responsible.  For  example.  DOD  estimates 
that  it  would  have  to  di-scharge  310,000 
active-duty  military  personnel  to  meet  the 
outlay  savings  required  of  the  military  per- 
sonnel budget.  A  reduction  of  this  magni- 
tude may  distrupt  plans  for  modernization. 
Likewise,  the  across-the-board  approach 
would  indiscriminately  damage  many  essen- 
tial domestic  programs. 

The  Congressional  Budget  Office 
completed  a  report  this  past  April, 
"The  Budgetary  and  Economic  Effects 
of  Oil  Taxes",  that  studied  the  energy 
policy  and  fiscal  policy  effects  of  an  oil 
import  fee.  We  believe  the  study's 
finding  show  that  an  oil  import  fee 
combines  good  fiscal  policy  with  good 
energy  policy.  The  report  indicates  the 
danger  of  the  current  oil  glut. 

In  1973  an  embargo  was  directed 
against  the  United  States.  Our  total 
dependence  on  foreign  oil  was  37  per- 
cent, of  which  18  percent  was  provided 
by  OPEC.  Last  month  our  dependency 
was  40  percent.  Fifty  percent  of  our 
imports  were  provided  by  OPEC  for 
the  first  quarter  of  1986. 

Concern  for  this  trend  spurred  the 
Presidents  National  Security  Adviser, 
John  Poindexter,  to  write  Senator 
Packwood  on  August  5  that  there  is 
"an  emerging  national  security  con- 
cern related  to  oil  production  in  the 
Persian  Gulf.  •  •  *  Sometime  in  the 
early  1990's  we  are  likely  to  see  our  oil 
imports  rise  to  7  to  10  million  barrels 
per  day  and  the  Persian  Gulf  will  once 
again  become  the  major  supplier  to 
the  free  world.  *  *  *  The  Persian  Gulf 
is  likely  to  remain  an  unstable  region 
as  we  enter  the  I990's.  We  cannot 
ensure  against  this  instability  merely 
by  purchasing  oil  from  non-Gulf 
sources." 

The  price  of  oil  dropped  from  $28 
per  barrel  to  below  $13  when  Saudia 
Arabia  decided  to  increase  production 
by  2  million  barrels  per  day.  It  is  pre- 
dicted that  if  the  Saudis  were  to  create 
a  5  million  barrel  shortage  instead,  the 
price  of  oil  would  quickly  jump  to  $40 
per  barrel. 

We  should  show  some  foresight.  Ev- 
eryone  remembers   all   too  well   how 
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vulnerable  this  country  was  during  the 
1970's  to  this  economic  terrorism,  and 
we  don't  wish  to  see  us  in  the  same  sit- 
uation again. 

We  urge  you  to  consider  our  propos- 
al and  talk  with  us  about  the  energy 
and  fiscal  implications.  We  believe 
that  we  must  take  action  to  curb  the 
deficit,  maintain  jobs  for  thousands  of 
Americans  and  protect  a  critical  na- 
tional security  industry.  The  oil 
import  fee  is  an  important  and  respon- 
sible part  of  the  solution. 

Mr.  BOREN.  Mr.  President,  today  I 
join  with  Senator  Domenici  and  12  of 
my  colleagues  in  offering  the  Energy 
Security  Act  of  1986  as  an  amendment 
to  the  Budget  Reconciliation  Act.  This 
amendment  seeks  to  place  a  $4  per 
barrel  import  fee,  in  the  form  of  an 
excise  tax,  on  every  barrel  of  imported 
crude  oil  and  refined  petroleum  prod- 
uct that  enters  this  country. 

Our  proposal  will  allow  for  the  grad- 
ual phase  out  of  the  fee  as  the  price 
rises  above  $18  per  barrel.  Structured 
in  this  manner  our  fee  will  not  be  in- 
flationary. If  100  percent  of  the  fee 
were  passed  on  to  the  consumer  gaso- 
line prices  would  rise  8  to  10  cents  per 
gallon.  However,  as  a  result  of  using 
an  excise  lax  mechanism,  which  is  de- 
ductible, it  is  unlikely  that  100  percent 
of  the  fee  will  be  passed  on  and  gaso- 
line prices  will  rise  much  less  than  10 
cents  per  gallon.  Mr.  President,  this  is 
a  small  price  to  pay  for  increased 
energy  security. 

In  September  1985,  the  United 
States  was  importing  27  percent  of  our 
total  crude  oil  needs.  Ten  months  later 
our  reliance  on  foreign  sources  of 
crude  oil  has  jumped  to  over  38  per- 
cent. We  are  well  on  our  way  to  an  ex- 
cessive and  very  dangerous  reliance  on 
foreign  oil.  As  an  obvious  example  one 
need  only  look  at  our  crude  oil  pur- 
chases from  Saudi  Arabia  over  the 
past  10  months.  Where  we  were  once 
importing  27,000  barrels  per  day  of 
crude  oil,  we  are  now  importing  over 
700,000  barrels  per  day.  This  past  Jan- 
uary we  were  importing  3.3  million 
barrels  of  crude  oil  daily.  By  June  im- 
ports had  jumped  to  over  4.5  million 
barrels  per  day.  When  will  we  learn 
the  lessons  that  history  has  tried  to 
teach?  Can  we  not  remember  the  tre- 
mendous shock  to  our  economy  that 
resulted  from  the  embargoes  of  1973 
and  1979?  Isn't  it  obvious  that  when 
Shiek  Yamani  says  the  Saudis  are 
flooding  the  market  to  drive  out  high 
cost  producers  he  means  to  shut  down 
our  domestic  industry? 

Mr.  President,  in  December  1981, 
there  were  over  4,500  drilling  rigs  op- 
erating in  the  continental  United 
States.  Today,  there  are  barely  700 
rigs  operating.  That  is  200  fewer  rigs 
than  were  operating  in  Oklahoma 
alone  in  1981.  How  many  rigs  must  be 
shut  down  before  our  national  security 
is  at  risk? 


If  the  current  trend  of  domestic  pro- 
duction is  not  enough  to  put  our  na- 
tional security  at  risk,  then  perhaps 
we  should  consider  the  impact  of  these 
so-called  market  conditions  on  our 
future  ability  to  produce  our  own 
energy.  Four  years  ago  nearly  7,000 
students  were  studying  petroleum  en- 
gineering, geology,  and  geophysics  at 
the  University  of  Oklahoma,  the  Uni- 
versity of  Texas,  Texas  A&M  Universi- 
ty, and  Louisiana  State  University. 
This  fall  semester  that  number  will 
drop  below  3,000.  To  quote  the  dean  of 
petroleum  engineering  at  the  Universi- 
ty of  Oklahoma,  Dr.  Ray  Knapp,  'We 
are  losing  the  pool  of  wisdom,  the 
mental  resources  that  come  from 
those  wise  heads  thai  are  now  surplus 
to  the  industry— we  are  making  the  in- 
dustry less  attractive  for  young  minds 
to  enter.  We  are  losing  much  of  the 
pool  of  wisdom  that  would  sustain  the 
industry  for  the  next  20  to  25  years. 
And  it  is  not  a  happy  prospect."  How 
many  young  minds  must  we  close 
before  our  national  security  is  at  risk? 
Mr.  President,  I  began  discussing  the 
need  for  an  import  over  a  year  ago.  In 
fact,  I  introduced  my  first  version  of 
an  oil  import  fee  last  July.  Since  that 
time  the  price  of  oil  has  dropped  by 
over  50  percent.  Now  is  the  time  for 
action.  I  am  pleased  that  so  many  of 
my  colleagues  have  joined  in  our  ef- 
forts to  ensure  our  domestic  energy  se- 
curity, and  I  urge  the  rest  of  my  col- 
leagues to  consider  the  tremendous 
long  term  benefits  such  an  import  fee 
will  bring  to  our  Nation. 
[From  the  New  York  Times,  Dec.  24,  19851 

In  the  Name  of  Sanity,  Tax  Oil 
All-America,  running  a  S200  billion  deficit 
for  the  fourth  con.secutive  year,  desperately 
needs  lo  reorder  its  finances.  Congress 
knows  that  and  so  does  the  President: 
They've  just  committed  themselves  by  law 
to  cut  the  deficit  $55  billion  next  year  and 
eliminate  it  entirely  by  1991.  Now  the  op- 
portunity to  take  a  long  stride  toward  that 
goal  is  enhanced  by  the  collapse  of  OPEC, 
the  oil  cartel.  The  way  to  do  it  is  to  tax  im- 
ported oil. 

Doing  so  in  this  lime  of  declining  prices 
would  raise  huge  sums  for  the  Treasury 
without  triggering  inflation  or  causing  hard- 
ship to  consumers.  Hardly  anyone  would 
feel  the  pinch.  Gasoline  and  heating  oil 
prices  now  reflect  an  average  cost  of  about 
$28  a  barrel  of  crude. 

If  the  collapse  of  OPEC  cuts  the  price  to 
$20,  as  is  now  anticipated,  an  $8  fee  on  each 
imported  barrel  would  have  the  effect  of 
paying  ourselves  what  we  have  been  paying 
to  foreign  oil  producers.  The  Treasury 
would  be  enriched  by  $30  billion— $15  billion 
directly  from  the  import  tax  or  "fee"  and 
aother  $15  billion  in  income  and  windfall 
taxes  on  domestic  oil. 

An  import  fee  offers  additional  benefits. 
Most  taxes,  even  if  necessary  for  revenue, 
are  wasteful  because  they  drive  a  wedge  be- 
tween real  costs  and  prices,  discouraging 
effort  and  reducing  demand.  But  an  oil 
import  fee  would  actually  improve  efficien- 
cy, forcing  consumers  to  absorb  the  hidden 
costs  of  dependence  on  unstable  foreign 
supplies. 


Those  hidden  cost  can  be  enormous.  The 
first  oil  shock  in  1973-74  sent  the  world  into 
a  recession  that  reduced  output  by  a  trillion 
dollars.  Another  shock  might  be  easier  to 
asborb  but  it  would  still  be  costly.  At  the' 
least,  oil  consumers  should  pay  the  true  cost 
of  the  product,  which  includes  the  billions 
spent  on  military  preparations  to  defend 
foreign  oil  fields  and  shipping  lanes. 

A  further  benefit  is  that  consumers  alone 
would  not  pay  the  entire  $8  import  fee;  a 
portion  would  be  paid  by  foreign  oil  produc- 
ers. The  higher  the  price,  the  lower  the 
demand  for  oil  and  gasoline.  And  the  lower 
the  demand,  the  lower  the  world  price  for 
crude.  Some  of  the  income  of  foreign  oil  ex- 
porters would  thus  be  transferred  to  import- 
ers: Senator  Gary  Hart  estimates  that  atxjut 
one-third  of  an  import  fee  would,  in  effect, 
be  rebated  to  consumers. 

Irresponsibly,  Americans  have  refused 
through  all  the  wrenching  years  of  high  oil 
prices  to  use  an  oil  tax  to  retain  some  reve- 
nue for  themselves.  Politicians  fear  the 
public  would  revile  any  plan  to  tax  oil  at 
home  rather  than  enrich  Arabs  abroad.  But 
in  a  time  of  falling  prices,  there's  every 
reason  to  believe  that  oil-producing  slates 
like  Texas  would  support  an  import  fee.  The 
fee.  after  all.  would  increase  demand  for  do- 
mestic oil,  creating  jobs  and  revenues. 

■yes.  President  Reagan  so  opposes  any  new 
taxes  that  he  would  veto  even  this  sensible 
one.  But,  as  will  soon  be  clear.  Federal 
spending  cuts  alone  will  not  suffice  to 
reduce  the  deficit  on  the  schedule  required 
by  law.  Even  Mr.  Reagan  may  prefer  some 
taxes  to  gutting  his  military  buildup.  And 
he  would  not  be  wrong  in  contending  that 
an  oil  import  fee  is  less  a  lax  than  a  charge 
on  the  use  of  a  valuable  public  resource. 

The  President  favors  user  charges  on  ev- 
erything from  national  parks  to  Coast 
Guard  rescues.  Why,  then,  reject  charges 
for  oil  imports  that  create  military  obliga- 
tions and  threaten  our  security? 

[From  the  New  York  Times.  Feb.  1.  1985] 
Make  OPEC  Pay  Oith  Debt 

The  world  is  awash  in  oil.  With  or  without 
permission  from  the  OPEC  ministers  meet- 
ing in  Geneva,  prices  are  tumbling. 

•It  couldn't  happen  to  a  nicer  bunch.  Twice 
in  a  decade  the  oil  exporters  have  exploited 
political  crises  in  the  Mideast  with  shocking 
increases  in  oil  prices,  triggering  recessions 
that  cost  the  world  a  trillion  dollars  in  lost 
production.  Now  economic  reality  has  inter- 
vened. At  the  official  cartel  price  of  $29  a 
barrel,  supply  far  exceeds  demand.  And 
Saudi  Arabia,  which  had  single-handedly 
kept  prices  up  by  limiting  exporU.  seems  to 
have  lost  control. 

But  as  nice  as  it  is  to  see  monopolists  in 
trouble,  crowing  about  OPEC's  problems 
distracts  attention  from  the  golden  opportu- 
nity offered  by  falling  oil  prices.  Congress 
could  insure  that  OPEC  remains  on  the  run, 
and  also  raise  revenues  with  little  pain  by 
quickly  imposing  a  big  tax  on  imported  oil. 

Two  years  ago,  gasoline  prices  hovered  at 
about  $1.25  a  gallon.  Now  gas  is  available  for 
less  than  a  dollar.  If  bearish  industry  ana- 
lysU  are  correct  and  the  world  supply  of 
crude  oil  keeps  increasing,  prices  to  consum- 
ers, adjusted  for  inflation,  will  soon  fall  lo 
the  level  of  the  mid-1960's! 

Why  not  sit  back  and  enjoy  it?  First,  be- 
cause the  oil  glut  won't  last  unless  steps  are 
taken  to  prolong  it.  Oil  will  be  plentiful  for 
several  years,  but  the  long-term  outlook  re- 
mains bleak.  It  is  a  depleting  resource  and 
there  is  still  no  practical  substitute  for  it  as 
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transportation  fuel.  Moreover,  most  remain- 
ing reserves  of  oil  that  can  be  exploited  at 
low  cost  are  in  politically  unstable  countries. 
Thus  its  demand  keeps  inching  up  toward 
the  limits  of  potential  production,  a  repeat 
of  the  1974  or  1979  oil  shocks  becomes  ever 
more  likely. 

Theres  another  reason  not  to  sit  on  our 
glut.  A  program  to  contain  the  demand  for 
oil  could  yield  a  timely  bonus:  tax  revenue. 
America  badly  needs  to  reduce  its  budget 
deficit,  $200  billion  and  growing.  A  duty  of, 
say.  $10  a  barrel  on  imports  would  yield 
about  $20  billion  directly  and  generate  $25 
billion  more  in  higher  income  and  windfall 
taxes  on  domestic  oil.  Best  of  all,  much  of 
the  revenue  would  come  from  OPEC's  pock- 
ets: conservation  would  reduce  the  world 
price  for  oil  and  diminish  the  incentive  for 
Saudi  Arabia  to  limit  output. 

Conventional  wisdom  says  Americans 
wont  stand  for  a  tax  at  the  pump.  But  com- 
pare the  pain  of  such  a  tax  with  the  pain  of 
Draconian  spending  cuts— or  of  higher 
Income  taxes.  A  $10-a-barrel  import  tax 
would  raise  a  lot  of  revenue,  put  OPEC  to 
rout  and  still  leave  gasoline  prices  lower 
than  they  were  in  1982.  Never  has  there 
been  a  better  moment  to  strike  a  blow  for 
energy  independence. 

[Prom  the  New  York  Times,  Apr.  25.  19861 
An  Import  Tax  Would  Provide  Relief  for 

Oil  States 
To  the  Editor: 

Uwe  E.  Reinhardts  April  13  letter 
("Cheap  Oil.  Dear  Oil  and  National  Securi- 
ty") makes  many  sound  points  and  offers  a 
deserved  criticism  of  the  Vice  President,  but 
I  would  like  to  suggest  some  improvements 
to  Professor  Reinhardts  recommendations 
for  action. 

Like  most,  if  not  all,  fellow  economists,  I 
share  his  two  basic  propositions,  that  cheap 
oil  is  highly  beneficial  to  our  country— the 
cheaper  the  better— but  that  it  seriously 
hurts  a  small  segment  of  the  country:  the 
oil  producing  states.  I  also  share  his  third 
proposition  (though  here  I  may  part  compa- 
ny with  some  of  my  colleagues)  that  that 
small  sector  deserves  some  relief. 

But  instead  of  his  approach  of  providing 
the  desired  relief  through  a  program  of 
"massive  search  for  new  oil  reserves  on  our 
soil."  financed  by  putting  "an  excise  tax  on 
all  forms  of  energy  consumption."  I  would 
suggest  relying  on  a  mechanism  that  has  al- 
ready been  suggested:  namely,  to  levy  an  ap- 
propriate excise  tax  on  imported  oil. 

Such  a  tax  would  have  the  effect  of  rais- 
ing the  domestic  price  of  crude  oil  above  the 
world  price  by  the  extent  of  the  tax,  thus 
raising  also  the  price  of  domestically  pro- 
duced oil.  This  would  provide  the  desired 
relief  directly  to  the  oil  producers,  who  are 
the  current  losers  and  also,  somewhat  indi- 
rectly, to  the  oil-exploring  industry,  which 
is  anyway  far  less  important. 

One  particular  reason  this  approach  is  eq- 
uitable, besides  being  economically  sound,  is 
that  when  the  price  of  oil  was  sky  high,  we 
took  away  some  of  the  potential  profits  of 
the  producers  by  imposing  a  so-called  wind- 
fall-profits tax.  We  thereby,  in  effect,  na- 
tionalized and  shared  part  of  the  industry's 
"excess"  profits.  It  seems  only  fair  that  we 
should  today  symmetrically  nationalize  and 
share  some  of  its  windfall  losses.  Under  an 
excise  tax  on  imported  oil.  this  would  be 
done  at  no  cost  to  the  Treasury. 

Another  differential  effect  of  this  propos- 
al, compared  with  Professor  Reinhardts,  is 
that  some  of  the  gain  to  oil  producers  would 
spread,  through  higher  prices,  to  other  pro- 


ducers of  energy  (gas.  coal).  I  would  regard 
this  an  advantage  because  these  industries 
are  also  suffering  windfall  losses  as  a  result 
of  the  crash  in  the  oil  price. 

My  proposal,  like  Professor  Reinhardt's, 
implies  forgoing  some  of  the  advantage  of 
cheap  oil  to  domestic  users.  But  in  my  ver- 
sion this  loss  is  offset  by  the  additional  oil- 
tax  revenue  accruing  to  the  Treasury.  This 
is  an  important  advantage  at  a  time  when 
we  are  making  little  progress  in  reducing 
the  budget  deficit,  the  country's  No.  1  eco- 
nomic priority. 

The  suggested  approach  would  be  further 
refined  by  setting  the  rate  of  the  import  tax 
on  a  sliding  scale,  varying  inversely  with  the 
world  price.  This  would  serve  the  desirable 
purpose  of  stabilizing  the  price  paid  by  do- 
mestic users  and  received  by  domestic  pro- 
ducers at  some  chosen  level,  at  least  as  long 
as  the  world  price  does  not  exceed  that 
level.  Even  if  it  did  exceed  that  price,  stabili- 
ty of  the  producers'  effective  price  could  be 
achieved  by  reinstituting  the  "windfall-prof- 
its" tax.  This  stability  would  have  great  ad- 
vantages, especially  at  a  time  like  the 
present,  when  the  price  of  oil  may  well  go 
through  large,  economically  undesirable  gy- 
rations. 

Franco  Modiglian. 

Cambridge.  MA..  April  14,  1986. 

iThe  writer.  Institute  Professor  at  the  Mas- 
sachusetts Institute  of  Technology,  received 
the  1985  Nobel  Memorial  Prize  in  Economic 
Science.  I 

[Prom  the  Boston  Globe.  Jan.  23.  1986] 
Taxing  Oil  Now 

The  sound  of  falling  oil  prices  all  over  the 
world  ought  to  wake  up  legislators  on 
Beacon  Hill  and  in  Washington.  They  can 
help  solve  several  pressing  problems,  rela- 
tively painlessly,  by  increasing  state  and 
federal  gasoline  taxes  and  imposing  a  tariff 
on  oil  imports. 

Gasoline  prices,  both  state  and  federal,  lag 
well  behind  increases  justified  by  inflation. 
The  Massachusetts  tax.  at  1 1  cents  a  gallon, 
is  less  than  twice  its  6.5  cent  level  in  1967, 
even  though  prices  have  more  than  tripled 
in  the  interval.  A  tax  of  20  cents  a  gallon  is 
justified  by  inflation  alone,  and  would  raise 
about  $200  million  annually  to  help  pay  for 
the  state's  enormous  backlog  of  i^d  and 
transportation  projects. 

Similarly,  the  federal  tax  at  nine  cents  a 
gallon  falls  well  short  of  keeping  pace  with 
inflation.  Congress  established  a  four-cent 
level  in  1957  and  did  not  raise  it  until  1982. 

An  oil-import  fee  of,  say,  $10  a  barrel 
would  raise  about  $16  billion  at  current 
import  levels  of  about  1.6  billion  barrels  a 
year.  With  the  current  spot  market  for 
crude  as  low  as  $20  a  barrel,  such  a  fee 
would  still  leave  prices  below  the  1981  peaks 
of  around  $34.  Purthermore,  they  would 
stimulate  domestic  exploration  and  develop- 
ment efforts  that  now  threaten  to  flag  in 
the  face  of  falling  prices.    - 

In  normal  circumstances,  increases  in 
energy  taxes  might  be  shunned  because 
they  might  weigh  more  heavily  on  lower- 
income  consumers.  These  are  not  normal 
circumstances.  Massachusetts  has  unwisely 
dismantled  a  portion  of  its  income  tax  on 
the  eve  of  declining  federal  subsidies  and 
rising  local  needs.  The  Reagan  administra- 
tion has  led  an  even  more  severe  assault  on 
the  federal  income  tax  and  continues  to  tol- 
erate large  deficits  with  little  prospect  of  in- 
creasing revenues. 

Each  of  these  problems,  only  partially 
masked  by  the  economic  rebound  of  the 
past  two  years,  demands  that  every  avail- 


able opportunity  be  seized  to  expand 
sources  of  revenue.  The  oil-price  fall  pre- 
sents a  unique  chance  for  one  such  expan- 
sion. 

(Prom  the  New  York  Times.  Mar.  30.  1986] 
A  Peril  To  Security 
(By  Fred  L.  Hartley) 

Los  Angeles.— The  collapse  of  the  Geneva 
talks  involving  members  of  the  Organiza- 
tion of  Petroleum  Exporting  Countries  and 
oil-producing  countries  that  are  not  OPEC 
members  leaves  the  world  with  no  mecha- 
nism to  restore  the  stability  of  oil  prices. 
And  as  long  as  Saudi  Arabia  sticks  to  its  pro- 
gram of  increased  production,  prices  will 
continue  to  plunge.  This  problem  not  only 
harms  the  United  States'  petroleum  indus- 
try but  also  threatens  national  security.  The 
answer  is  an  oil  import  fee. 

Americans  who  hope  for  a  price  war  do 
not  appreciate  what  it  would  cost  the 
nation.  Cheap  oil  threatens  our  .security  and 
economic  vitality  by  crippling  the  petroleum 
industry.  The  Government  should  immedi- 
ately enact  a  tax  on  all  imported  crude  oil 
and  petroleum  products. 

Since  1979.  the  world's  demand  for  crude 
has  decline  from  54  million  barrels  per  day 
to  about  46  million,  and  OPEC's  market 
share  has  dropped  from  31  million  a  day  to 
16  million.  In  December.  Saudi  Arabia  acted 
to  regain  its  dominant  market  position:  It 
doubled  production  and  initiated  a  price  war 
that  cut  world  oil  prices  by  more  than  half. 
The  Saudis  hold  the  upper  hand.  They  have 
one-fourth  of  the  world's  known  oil  re- 
serves, virtually  all  of  the  world's  readily 
available  oil  and  the  world's  lowest  produc- 
tion costs.  They  can  increase  production  to 
10  million  barrels  per  day  and  drive  prices 
below  $10  per  barrel,  a  price  that  would 
stimulate  demand  even  as  it  shut  down 
American  production  and  virtually  ended 
this  country's  search  for  new  energy  re- 
sources. 

The  tactic  is  working  and  is  devastating 
America's  strategic  petroleum  position. 
Drilling  is  down  more  than  one-third  since 
December.  Petroleum  companies  are  slash- 
ing capital  budgets  and  canceling  explora- 
tion and  production  programs.  Producers 
are  closing  higher  cost  wells.  At  this  rate, 
domestic  production  will  drop  this  year  by 
at  least  one  million  barrels  per  day.  Produc- 
ers, drillers  and  suppliers  are  struggling  to 
avoid  bankruptcy. 

While  low  prices  spur  demand,  domestic 
production  will  drop  sharply,  frontier  explo- 
ration will  halt  and  imports  will  more  than 
double  in  the  next  four  years.  Those  in- 
creased imports  will  come  from  OPEC— and 
all  control  over  world  oil  prices  will  have  re- 
verted to  the  cartel. 

This  is  not  the  free  market  at  work;  it  is 
predatory  pricing  on  an  unprecedented 
scale.  Low-price  oil  carries  high  costs— lost 
tax  revenues,  increased  unemployment, 
weakened  banks  and  a  ruined  petroleum  in- 
dustry. The  prospect  of  oil  shortages  and 
skyrocketing  prices  threatens  our  national 
security,  economic  health  and  ability  to  con- 
trol our  foreign  policy. 

To  avoid  a  serious  new  energy  crisis, 
Washington  must  impose  an  import  fee— 
with  no  exceptions— on  all  imported  crude 
oil,  petroleum  products  and  petroleum-de- 
rived chemicals.  It  should  be  levied  without 
special  deals  or  privileges.  If  arrangements 
are  needed  to  protect  relationships  with 
Canada  and  Mexico,  they  should  be  worked 
out  on  a  case-by-case  basis. 
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The  fee  would  create  a  floor  price  of,  say. 
$27  per  barrel,  which  should  be  high 
enough  to  support  continued  American  ex- 
ploration and  development  but  low  enough 
to  provide  gasoline  and  other  products  at 
prices  comparable  to  what  consumers  paid 
three  months  ago.  The  fee,  paid  by  the  im- 
porter and  passed  to  the  consumer,  would 
amount  to  the  difference  between  the 
import  price  and  floor  price.  If  the  average 
import  price  were  $15  per  barrel,  the  fee 
would  be  $12;  if  the  import  price  were  $27, 
the  fee  would  disappear.  The  primary  pur- 
pose of  the  fee  would  not  be  to  raise  the 
price  of  imported  oil  but  to  support  the 
price  of  American  crude  at  a  level  that  en- 
abled our  industry  to  remain  fully  produc- 
tive. An  import  fee  would  thus  protect  the 
industry  while  the  oil  exporters'  predatory 
price  war  went  on. 

Some  consumers  and  policy  makers 
oppose  an  oil  import  fee,  believing  it  would 
interfere  with  the  free  market  and  unfairly 
penalize  certain  sectors  of  the  economy.  But 
oil  is  a  strategic  commodity  necessary  to  na- 
tional security.  Without  it.  we  cannot 
defend  ourselves.  And  without  a  strong  do- 
mestic oil  industry,  we  will  again  become 
dangerously  dependent  on  foreign— OPEC— 
oil.  Such  dependence  can  generate  damag- 
ing, inflationary  prices  for  all  United  States 
industries  and  consumers,  force  a  severe 
drain  in  the  balance  of  payments  and  make 
our  Nation  ever  more  vulnerable  to  political 
and  social  upheavals  abroad. 

America  cannot  afford  so-called  cheap  oil. 

[From  the  New  York  Times.  Aug.  19.  1986] 
Toward  Domestic  Oil  Prosperity 

'By  Bernard  L.  Weinstein  and  Harold  T. 

Gross) 
Dallas.— When  oil  prices  began  to  plum- 
met earlier  this  year,  ihe  event  'vas  met 
with  a  general  euphoria  by  residents  and 
politicians  in  energy-consuming  slates. 
Within  weeks.  Texas-bashing  became  the 
nations  No.  1  pastime.  Newspaper  and  mag- 
azine articles  carried  headlines  like  'Texas 
Takes  a  Tumble'  and  'The  Great  Texas  Oil 
Bust. "  and  Yankee  pundits  had  a  field  day 
writing  columns  titled  'Let  'Em  Rot  in  the 
Sun"  and  "Cap  a  Well  and  Starve  a  Texan. ' 
Cheap  oil.  they  predicted,  would  help  re- 
store international  competitiveness  for 
American  industry,  increase  disposable 
income  and  prolong  the  national  economic 
expansion.  But  that  hoped-for  scenario  has 
not  materialized,  and  it  now  seems  that  the 
costs  of  cheap  oil  may  have  far  exceeded  the 
benefits. 

On  the  other  hand,  the  recent  agreement 
of  the  Organization  of  Petroleum  Exporting 
Countries  to  restrict  output  and  raise  oil 
prices  has  unduly  raised  expectations  of  a 
return  to  a  stable  market.  Given  OPEC's 
track  record,  we  should  be  wary  of  talk  of  a 
quick  recovery. 

Rather,  as  we  fill  up  our  gas  tanks  for  $10 
or  less,  it  might  be  helpful  to  remember 
that  the  oil  industry  was  until  very  recently 
the  largest  employer  in  the  United  States. 
More  than  a  million  people  make  a  living  in 
various  aspects  of  the  oil  business,  and  al- 
though these  jobs  are  concentrated  in  the 
Southwest,  the  indusry  is  a  major  employer 
in  every  state. 

Thus  it  is  not  surprising  that  the  contrac- 
tion of  the  oil  industry  also  pulled  down 
many  other  sectors  of  the  national  econo- 
my. In  July,  for  example,  the  Commerce  De- 
partment reported  that  second-quarter 
growth  in  the  gross  national  product  had 
slowed  to  a  mere  1.1  percent  annual  rate, 


primarily  because  of  weakness  in  energy  and 
related  sectors. 

Any  short-term  advantages  for  the  nation- 
al economy  from  cheap  oil  must  be  weighed 
against  the  prospect  of  greater  political  and 
economic  vulnerability.  As  we  substitute 
"cheap "  foreign  oil  for  'expensive'  domes- 
tic oil,  American  exploration  and  drilling  di- 
minish. Should  an  emergency  arise,  it  would 
be  extremely  costly  to  boost  domestic  pro- 
duction, and  it  would  take  years.  It  took  six 
years  for  domestic  production  to  increase 
after  the  first  OPEC  shock  in  1973.  The  cost 
of  reopening  a  plugged  oil  well  is  almost  as 
high  as  the  cost  of  drilling  a  new  one. 

The  domestic  oil  industry  can  only  pros- 
per if  prices  are  stabilized  at  a  level  high 
enough  to  secure  reserves  and  to  encourage 
a  modest  level  of  exploration  and  drilling. 
Some  might  argue  that  the  recent  accord 
within  OPEC  will  restore  confidence  and 
cause  a  new  surge  of  oil  exploration.  But 
this  is  unlikely.  Too  many  previous  OPEC 
accords  have  dissolved  under  the  temptation 
to  violate  production  quotas. 

Rather  than  delude  ourselves  into  believ- 
ing that  oil  prices  now  reflect  the  interplay 
of  supply  and  demand  in  a  free  market,  we 
should  take  advantage  of  OPEC's  disarray 
to  reassert  our  position  in  the  marketplace. 
The  United  States  is.  after  all.  still  the 
second-largest  oil  producing  nation  and  the 
world's  chief  oil  consumer.  Because  of  that 
position,  we  can  quickly  and  painlessly  bring 
order  to  the  world  oil  market  by  adopting  a 
variable  tariff  on  crude  imports  and  by  let- 
ting American  producers  export  their  oil. 

A  variable  tariff,  aimed  at  stabilizing  oil 
prices  around  $18  a  barrel,  would  halt  the 
steep  slide  in  domestic  production  and  miti- 
gate the  nation's  growing  dependence  on  im- 
ports. Similarly,  a  repeal  of  the  prohibition 
on  the  export  of  American  crude  oil  would 
stimulate  domestic  production  and  allow  the 
United  Stales  to  narrow  its  trade  imbal- 
ances with  major  energy-consuming  nations 
like  Japan.  South  Korea  and  Taiwan. 

Fears  that  oil  priced  at  S18  a  barrel  would 
harm  the  Frost  Belt  are  unfounded.  In  fact, 
that  region's  remarkable  economic  rebirth 
began  in  the  early  1980's.  when  oil  prices 
were  well  over  $30  a  barrel.  Most  important, 
the  combination  of  an  oil  import  fee  and 
entry  into  the  crude  export  market  would 
halt  the  decline  of  an  industry  that  contrib- 
utes enormously  to  the  gross  national  prod- 
uct, and  would  prevent  another  slide  toward 
a  severe  national  recession. 

[Prom  the  Christian  Science  Monitor.  July 
31.  1986] 

Import  Fee  Urged  To  Save  U.S.  Oil 

Industry 

(By  David  R.  Francis) 

Thousands  of  American  bankers  and  oil 
industry  executives  would  be  delighted  if 
the  Organization  of  Petroleum  Exporting 
Countries  agreed  on  national  quotas  during 
its  current  meeting  in  Geneva. 

The  resulting  limit  on  supply  would  boost 
the  price  of  crude,  thereby  saving  the 
banks'  oil  loans  from  default  and  returning 
prosperity  to  the  petroleum  business. 

Given  the  deep  divisions  within  OPEC, 
however,  many  observers  consider  such  a 
deal  unlikely. 

So  Sam  Nakagama.  a  Wall  Street  econo- 
mist, thinks  Uncle  Sam  should  ride  to  the 
rescue.  Indeed,  he  suspects  that  "the  power- 
ful pressure  of  events— economic,  political 
and  geopolitical— will  force  the  White 
House  to  adopt  a  variable  oil-import  fee  by 
late  summer. " 


That  fee,  he  suggests,  should  establish  a 
floor  of  $18  a  barrel  and  grant  Mexico  and 
Canada  tax-free  quotas. 

Otherwise,  Mr.  Nakagama  predicts,  the 
price  of  crude  could  plunge  to  $5  a  barrel, 
threatening  to  destabilize  North  America. 
Such  a  low  price,  he  says,  would; 

1.  Cause  more  serious  damage  to  the 
United  States  banking  system,  especially  in 
the  Southwest. 

2.  Probably  prompt  a  collapse  of  the  Mexi- 
can debt  refinancing  package. 

3.  Lead  to  the  economic  and  political  de- 
stabilization  of  Mexico,  resulting  in  disor- 
ders on  the  southern  US  border. 

4.  Destroy  the  domestic  oil  industry  and 
deepen  economic  problems  in  the  South- 
west. 

5.  Increase  the  probability  of  the  Republi- 
cans losing  control  of  the  Senate  in  Novem- 
ber. The  flow  of  Republican  Party  funds 
from  Texas  could  shrink,  he  adds. 

6.  Produce  a  downward  spiral  of  falling  in- 
comes and  imports  among  oil-producing 
countries,  thereby  leading  to  further  cut- 
backs in  world  trade  and  US  exports. 

7.  Collapse  confidence  in  the  dollar  in  the 
face  of  financial  and  economic  disorders. 

8.  Result  in  soaring  oil  prices  by  1990  as 
the  US  and  other  countries  gel  hooked  on 
cheap  oil  again. 

At  the  $5-a-barrel  price,  says  Nakagama. 
"in  five  years  OPEC  will  be  back  in  the  driv- 
er's seat.  " 

Thai's  a  phrase  which  echoes.  Two  econo- 
mists with  Merrill  Lynch  Economics  Inc.. 
Jack  Wolfman  and  John  Hill  also  talk  of 
OPEC's  being  "once  again  back  in  the  driv- 
ers seat  ■  by  1990.  with  oil  prices  climbing  to 
at  least  $20  a  barrel. 

All  these  analysts  figure  the  current  de- 
cline in  oil  prices  will  clobber  enough  non- 
OPEC  oil  production,  at  the  same  time 
American  consumption  of  oil  is  once  more 
rising,  that  the  US  will  become  significantly 
dependent  on  Mideast  and  other  OPEC  oil 
sources. 

With  the  OPEC  countries  now  engaged 
in  a  price  war.  it's  more  and  more  obvious 
that  the  United  States  cannot  bemuse  itself 
with  the  idea  we  are  watching  free  markets 
at  work.  "  slates  Nakagama.  In  fact,  an 
avowed  aim  of  OPEC  is  to  drive  marginal, 
high-cost  producers  out  of  the  market.  And 
that  means  especially  the  low-volume  pro- 
ducers of  the  United  States.  In  effect,  the 
primary  aim  of  OPEC  now  is  the  destruc- 
tion of  the  US  oil  industry. " 

Nakagama  finds  it  astounding  that  the 
Reagan  administration  should  simply  sit 
there  and  let  this  happen.  Indeed,  this  be- 
havior is  so  amazing  and  lacking  in  common 
sense  that  we  think  it  must  come  to  an  end 
before  the  arrival  of  autumn." 

The  plunge  in  oil  prices  has  already  had 
an  important  impact  on  production. 

US  crude  oil  production  in  May  was  down 
3.6  percent  (327.000  barrels  a  day— b.p.d.) 
compared  with  the  same  month  a  year  ago 
as  uneconomic  "stripper"  wells  (10  b.p.d.  or 
less)  were  shut  down.  In  1985.  450.000  strip- 
per wells  accounted  for  15  percent,  or  1.35 
million  b.p.d.  of  US  output.  The  average 
cost  of  production  of  these  wells,  including 
taxes  and  other  expenses,  is  said  to  be  $12 
to  $15  a  barrel.  Nowadays,  some  grades  of 
crude  are  going  for  $8  a  barrel. 

Robert  O.  Anderson,  chairman  of  Atlantic 
Richfield  Company,  estimates  US  oil  output 
will  drop  by  at  least  1  million  b.p.d.  next 
year  as  marginal  wells  are  shut  in. 

In  the  meantime,  the  long  slide  in  petrole- 
um usage  has  ended.  In  the  US,  which  ac- 
counts for  35  percent  of  world  oil  consump- 
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tion.  domestic  demand  this  year  through 
June  23  is  up  3  1  percent  from  the  same 
period  in  1985. 

OPEC  is  producing  around  20  million 
b.p.d..  well  above  the  17.9  million  ceiling  a 
majority  of  its  members  agreed  on  in  theory 
at  its  last  meeting,  in  June.  That  ceiling 
would  aim  at  a  price  range  of  between  $17 
and  $19  a  barrel. 

If  OPEC  cant  set  such  a  goal  by  establish- 
ing country  quotas  at  this  Geneva  meeting, 
it  will  have  a  strong  incentive  to  do  so 
should  the  US  impose  oil-import  fees.  Naka- 
gama  says.  The  oil-producing  countries 
would  want  to  recapture  the  US  fee.  which 
would  be  reckoned  by  subtracting  the  world 
price  of  oil  from  $18. 

The  W8  price.  Nakagama  figures,  would 
stabilize  incomes,  rescue  the  domestic  oil  in- 
dustry, and  prevent  more  financial  troubles. 
As  far  the  administration's  reluctance  to  act 
because  it  doesn't  want  to  interfere  in  a 
"free  market,"  he  comments:  "Tell  me  an- 
other joke." 

Mr.  pOMENICI.  Mr.  President.  I 
ask  uruuiimoiis  consent  that/five  arti- 
cles from  the  New  York  Tlnrtes  and  the 
Bostop  Globe  talking  abp^t  sanity  in 
energy  policy  be  ma.6^/&  part  of  the 

RECORi 

There  ^iJ^ng  no  objection,  the  edito- 
rials were  ordered  to  be  printed  in  the 
Record,  as  follows: 

[Prom  the  New  York  Times.  Feb.  1,  1985] 
Make  OPEC  Pay  Our  Debt 

The  world  is  awash  in  oil.  With  or  without 
permission  from  the  OPEC  ministers  meet- 
ing in  Geneva,  prices  are  tumbling. 

It  couldn't  happen  to  a  nicer  bunch.  Twice 
in  a  decade  the  oil  exporters  have  exploited 
political  crises  in  the  Mideast  with  shocking 
increases  in  oil  prices,  triggering  recessions 
that  cost  the  world  a  trillion  dollars  in  lost 
production.  Now  economic  reality  has  inter- 
vened. At  the  official  cartel  price  of  $29  a 
barrel,  supply  far  exceeds  demand.  And 
Saudi  Arabia,  which  has  single-handedly 
kept  prices  up  by  limiting  exports,  seems  to 
have  lost  control. 

But  as  nice  as  it  is  to  see  monopolists  in 
trouble,  crowing  about  OPECs  problems 
distracts  attention  from  the  golden  opportu- 
nity offered  by  falling  oil  prices.  Congress 
could  insure  that  OPEC  remains  on  the  run, 
and  also  raise  revenues  with  little  pain  by 
quickly  imposing  a  big  tax  on  imported  oil. 

Two  years  ago.  gasoline  prices  hovered  at 
atmut  $1.25  a  gallon.  Now  gas  is  available  for 
less  than  a  dollar.  If  bearish  industry  ana- 
lysts are  correct  and  the  world  supply  of 
crude  oil  keeps  increasing,  prices  to  consum- 
ers, adjusted  for  inflation,  will  soon  fall  to 
the  level  of  the  mid-1960's! 

Why  not  sit  back  and  enjoy  it?  First,  be- 
cause the  oil  glut  wont  last  unless  steps  are 
taken  to  prolong  it.  Oil  will  be  plentiful  for 
several  years,  but  the  long-term  outlook  re- 
mains bleak.  It  is  a  depleting  resource  and 
there  is  still  no  practical  substitute  for  it  as 
transportation  fuel.  Moreover,  most  remain- 
ing reserves  of  oil  that  can  be  exploited  at 
low  cost  are  in  politically  unstable  countries. 
Thus  If  demand  keeps  inching  up  toward 
the  limits  of  potential  production,  a  repeat 
of  the  1974  or  1979  oil  shocks  becomes  ever 
more  likely. 

There's  another  reason  not  to  sit  on  our 
glut.  A  program  to  contain  the  demand  for 
oil  could  yield  a  timely  bonus:  tax  revenue. 
America  badly  needs  to  reduce  its  budget 
deficit.  $200  billion  and  growing.  A  duty  of. 
say,  $10  a  barrel  on  imports  would  yield 
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about  $20  billion  directly  and  generate  $25 
billion  more  in  higher  income  and  windfall 
taxes  on  domestic  oil.  Best  of  all.  much  of 
the  revenue  would  come  from  OPECs  pock- 
ets: conservation  would  reduce  the  world 
price  for  oil  and  diminish  the  incentive  for 
Saudi  Arabia  to  limit  output. 

Conventional  wisdom  says  Americans 
won't  stand  for  a  tax  at  the  pump.  But  com- 
pare the  pain  of  such  a  tax  with  the  pain  of 
Draconian  spending  cuts— or  of  higher 
income  taxes.  A  $10-a-barrel  import  tax 
would  raise  a  lot  of  revenue,  put  OPEC  to 
rout  and  still  leave  gasoline  prices  lower 
than  they  were  in  1982.  Never  has  there 
been  a  better  moment  to  strike  a  blow  for 
energy  independence. 

[From  the  New  York  Times,  Dec.  24,  1985] 
In  the  Name  of  Sanity,  Tax  Oil 

All  America,  running  a  $200  billion  deficit 
for  the  fourth  consecutive  year,  desperately 
needs  to  reorder  its  finances.  Congress 
knows  that  and  so  does  the  President: 
They've  just  committed  themselves  by  law 
to  cut  the  deficit  $55  billion  next  year  and 
eliminate  it  entirely  by  1991.  Now  the  op- 
portunity to  take  a  long  stride  toward  that 
goal  is  enhanced  by  the  collapse  of  OPEC, 
the  oil  cartel.  The  way  to  do  it  is  to  tax  im- 
ported oil. 

Doing  so  in  this  time  of  declining  prices 
would  raise  huge  sums  for  the  Treasury 
without  triggering  inflation  or  causing  hard- 
ship to  consumers.  Hardly  anyone  would 
feel  the  pinch.  Gasoline  and  heating  oil 
prices  now  reflect  an  average  cost  of  about 
$28  a  barrel  of  crude. 

If  the  collapse  of  OPEC  cuts  the  price  to 
$20,  as  is  now  anticipated,  an  $8  fee  on  each 
imported  barrel  would  have  the  effect  of 
paying  ourselves  what  we  have  been  paying 
to  foreign  oil  producers.  The  Treasury 
would  be  enriched  by  $30  billion— $15  billion 
directly  from  the  import  tax  or  "fee  "  and 
another  $15  billion  in  income  and  windfall 
taxes  on  domestic  oil. 

An  import  fee  offers  additional  benefits. 
Most  taxes,  even  if  necessary  for  revenue, 
are  wasteful  because  they  drive  a  wedge  be- 
tween real  costs  and  prices,  discouraging 
effort  and  reducing  demand.  But  an  oil 
import  fee  would  actually  improve  efficien- 
cy, forcing  consumers  to  absorb  the  hidden 
costs  of  dependence  on  unstable  foreign  sup- 
plies. 

Those  hidden  costs  can  be  enormous.  The 
first  oil  shock  in  1973-74  sent  the  world  into 
a  recession  that  reduced  output  by  a  irillion 
dollars.  Another  shock  might  be  easier  to 
asborb  but  it  would  still  be  costly.  At  the 
least,  oil  consumers  should  pay  the  true  cost 
of  the  product,  which  includes  the  billions 
spent  on  military  preparations  to  defend 
foreign  oil  fields  and  shipping  lanes. 

A  further  benefit  is  that  consumers  alone 
would  not  pay  the  entire  $8  import  fee;  a 
portion  would  be  paid  by  foreign  oil  produc- 
ers. The  higher  the  price,  the  lower  the 
demand  for  oil  and  gasoline.  And  the  lower 
the  demand,  the  lower  the  world  price  for 
crude.  Some  of  the  income  of  foreign  oil  ex- 
porters would  thus  be  transferred  to  import- 
ers: Senator  Gary  Hart  estimates  that  about 
one-third  of  an  import  fee  would,  in  effect, 
be  rebated  to  consumers. 

Irresponsibly,  Americans  have  refused 
through  all  the  wrenching  years  of  high  oil 
prices  to  use  an  oil  tax  to  retain  some  reve- 
nue for  themselves  Politicians  fear  the 
public  would  revile  any  plan  to  tax  oil  at 
home  rather  than  enrich  Arabs  abroad.  But 
in  a  time  of  falling  prices,  there's  every 
reason  to  believe  that  oil-producing  states 


like  Texas  would  support  an  import  fee.  The 
fee,  after  all,  would  increase  demand  for  do- 
mestic oil.  creating  jobs  and  revenues. 

Yes,  President  Reagan  so  opposes  any  new 
taxes  that  he  would  veto  even  this  sensible 
one.  But,  as  will  soon  be  clear.  Federal 
spending  cuts  alone  will  not  suffice  to 
reduce  the  deficit  on  the  schedule  required 
by  law.  Even  Mr.  Reagan  may  prefer  some 
taxes  to  gutting  his  military  buildup.  And 
he  would  not  be  wrong  in  contending  that 
an  oil  import  fee  is  less  a  tax  than  a  charge 
on  the  use  of  a  valuable  public  resource. 

The  President  favors  user  charges  on  ev- 
erything from  national  parks  to  Coast 
Guard  rescues.  Why,  then,  reject  charges 
for  oil  imports  that  create  military  obliga- 
tions and  threaten  our  security? 

(Prom  the  Boston  Globe,  Jan.  23,  1986] 
Taxing  Oil  Now 

The  sound  of  falling  oil  prices  all  over  the 
world  ought  to  wake  up  legislators  on 
Beacon  Hill  and  in  Washington.  They  can 
help  solve  several  pressing  problems,  rela- 
tively painlessly,  by  increasing  state  and 
federal  gasoline  taxes  and  imposing  a  tariff 
on  oil  imports. 

Gasoline  taxes,  both  state  and  federal,  lag 
well  behind  increases  justified  by  inflation. 
The  Massachusetts  tax,  at  11  cents  a  gallon, 
is  less  than  twice  its  6.5  cent  level  in  1967, 
even  though  prices  have  more  than  tripled 
in  the  interval.  A  tax  of  20  cents  a  gallon  is 
justified  by  inflation  alone,  and  would  raise 
about  $200  million  annually  to  help  pay  for 
the  state's  enormous  backlog  of  road  and 
transportation  projects. 

Similarly,  the  federal  tax  at  nine  cents  a 
gallon  falls  well  short  of  keeping  pace  with 
inflation.  Congress  established  a  four-cent 
level  in  1957  and  did  not  raise  it  until  1982. 

An  oil-import  fee  of,  say,  $10  a  barrel 
would  raise  about  $16  billion  at  current 
import  levels  of  about  1.6  billion  barrels  a 
year.  With  the  current  spot  market  for 
crude  as  low  as  $20  a  barrel,  such  a  fee 
would  still  leave  prices  below  the  1981  peaks 
of  around  $34.  Furthermore,  they  would 
stimulate  domestic  exploration  and  develop- 
ment efforts  that  now  threaten  to  flag  in 
the  face  of  falling  prices. 

In  normal  circumstances,  increases  in 
energy  taxes  might  be  shunned  because 
they  might  weigh  more  heavily  on  lower- 
income  consumers.  These  are  not  normal 
circumstances.  Massachusetts  has  unwisely 
dismantled  a  portion  of  its  income  tax  on 
the  eve  of  declining  federal  subsidies  and 
rising  local  needs.  The  Reagan  administra- 
tion has  led  an  even  more  severe  assault  on 
the  federal  income  tax  and  continues  to  tol- 
erate large  deficits  with  little  prospect  of  in- 
creasing revenues. 

Each  of  these  problems,  only  partially 
masked  by  the  economic  rebound  of  the 
past  two  years,  demands  that  every  avail- 
able opportunity  be  seized  to  expand 
sources  of  revenue.  The  oil-price  fall  pre- 
sents a  unique  chance  for  one  such  expan- 
sion. 

[From  the  New  York  Times,  Mar.  30, 1986] 

A  Peril  to  Security 

(By  Fred  L.  Hartley) 
Los  Anceles.— The  collapse  of  the  Geneva 
talks  involving  members  of  the  Organiza- 
tion of  Petroleum  Exporting  Countries  and 
oil-producing  countries  that  are  not  OPEC 
members  leaves  the  world  with  no  mecha- 
nism to  restore  the  stability  of  oil  prices. 
And  as  long  as  Saudi  Arabia  sticks  to  its  pro- 
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gram of  increased  production,  prices  will 
continue  to  plunge.  This  problem  not  only 
harms  the  United  States'  petroleum  indus- 
try but  also  threatens  national  security.  The 
answer  is  an  oil  import  fee. 

Americans  who  hope  for  a  price  war  do 
not  appreciate  what  it  would  cost  the 
nation.  Cheap  oil  threatens  our  security  and 
economic  vitality  by  crippling  the  petroleum 
industry.  The  Government  should  immedi- 
ately enact  a  tax  on  all  imported  crude  oil 
and  petroleum  products. 

Since  1979,  the  world's  demand  for  crude 
has  declined  from  54  million  barrels  per  day 
to  about  46  million,  and  OPEC's  market 
share  has  dropped  from  31  million  a  day  to 
16  million.  In  December.  Saudi  Arabia  acted 
to  regain  its  dominant  market  position:  It 
doubled  production  and  initiated  a  price  war 
that  cut  world  oil  prices  by  more  than  half. 
The  Saudis  hold  the  upper  hand.  They  have 
one-fourth  of  the  world's  known  oil  re- 
serves, virtually  all  of  the  world's  readily 
available  oil  and  the  world's  lowest  produc- 
tion costs.  They  can  increase  production  to 
10  million  barrels  per  day  and  drive  prices 
below  $10  per  barrel,  a  price  that  would 
stimulate  demand  even  as  it  shut  down 
American  production  and  virtually  ended 
this  country's  search  for  new  energy 
sources. 

The  tactic  is  working  and  is  devastating 
America's  strategic  petroleum  position. 
Drilling  is  down  more  than  one-third  since 
December.  Petroleum  companies  are  slash- 
ing capital  budgets  and  canceling  explora- 
tion and  production  programs.  Producers 
are  closing  higher-cost  wells.  At  this  rate, 
domestic  production  will  drop  this  year  by 
at  least  one  million  barrels  per  day.  Produc- 
ers, drillers  and  suppliers  are  struggling  to 
avoid  bankruptcy. 

While  low  prices  spur  demand,  domestic 
production  will  drop  sharply,  frontier  explo- 
ration will  halt  and  imports  will  more  than 
double  in  the  next  four  years.  Those  in- 
creased imports  will  come  from  OPEC— and 
all  control  over  world  oil  prices  will  have  re- 
verted to  the  cartel. 

This  is  not  the  free  market  at  work;  it  is 
predatory  pricing  on  an  unprecedented 
scale.  Low-priced  oil  carries  high  costs— lost 
tax  revenues,  increased  unemployment, 
weakened  banks  and  a  ruined  petroleum  in- 
dustry. The  prospect  of  oil  shortages  and 
skyrocketing  prices  threatens  our  national 
security,  economic  health  and  ability  to  con- 
trol our  foreign  policy. 

To  avoid  a  serious  new  energy  crisis, 
Washington  must  impose  an  import  fee— 
with  no  exceptions— on  all  imported  crude 
oil.  petroleum  products  and  petroleum-de- 
rived chemicals.  It  should  be  levied  without 
special  deals  of  privileges.  If  arrangements 
are  needed  to  protect  relationships  with 
Canada  and  Mexico,  they  should  be  worked 
out  on  a  case-by-case  basi-:. 

The  fee  would  create  a  floor  price  of  say 
$27  per  barrel,  which  should  be  high 
enough  to  support  continued  American  ex- 
ploration and  development  but  low  enough 
to  provide  gasoline  and  other  products  at 
prices  comparable  to  what  consumers  paid 
three  months  ago.  The  fee,  paid  by  the  im- 
porter and  passed  to  the  consumer,  would 
amount  to  the  difference  between  the 
import  price  and  floor  price.  If  the  average 
import  price  were  $15  per  barrel,  the  fee 
would  be  $12;  if  the  import  price  were  $27, 
the  fee  would  disappear.  The  primary  pur- 
pose of  the  fee  would  not  be  to  raise  the 
price  of  imported  oil  but  to  support  the 
price  of  American  crude  at  a  level  that  en- 
abled our  industry  to  remain  fully  produc- 


tive. An  import  fee  would  thus  protect  the 
industry  while  the  oil  exporters'  predatory 
price  war  went  on. 

Some  consumers  and  policy  makers 
oppose  an  oil  import  fee,  believing  it  would 
interfere  with  the  free  market  and  unfairly 
penalize  certain  sectors  of  the  economy.  But 
oil  is  a  strategic  commodity  necessary  to  na- 
tional security.  Without  it.  we  cannot 
defend  ourselves.  And  without  a  strong  do- 
mestic oil  industry,  we  will  again  become 
dangerously  dependent  on  foreign— OPEC— 
oil.  Such  dependence  can  generate  ■  damag- 
ing, inflationary  prices  for  all  United  States 
industries  and  consumers,  force  a  severe 
drain  in  the  balance  of  payments  and  make 
our  nation  ever  more  vulnerable  to  political 
and  social  upheavals  abroad. 

America  cannot  afford  so-called  cheap  oil. 

[Prom  the  New  York  Times,  March  30. 

1986] 

Why  Cheap  Oil  Is  No  Boon  for  the  U.S. 

A  THREAT  TO  SUPPLIES 

(By  H.  Erich  Heinemann) 

The  dramatic  gyrations  in  the  price  of  oil 
this  year  are  certain  to  provide  a  significant 
short-run  boost  to  the  world  economy. 
Prices  have  dropp^-d  so  far  and  so  fast  that 
consumers  will  pay  much  less  for  energy  on 
average  this  year  than  last,  even  if  the 
cartel  of  major  oil  exporting  nations  were  to 
succeed  soon  in  pushing  petroleum  prices 
back  up  again. 

However,  consumers,  investors,  and  policy 
makers  alike  should  pause  before  they  ex- 
trapolate headlines  about  declining  oil 
prices  into  expectations  of  an  extended  era 
of  cheap  energy  and  low  inflation.  These 
benefits  are  likely  to  he  temporary.  Besides, 
oil  prices  are  likely  to  rebound  by  next  year. 
Contrary  to  popular  impression,  both  the 
producers  and  the  consumers  of  oil  have  a 
community  of  interest  in  maintaining  petro- 
leum prices  well  above  current  levels. 

Producers  want  secure  revenues  and  con- 
sumers want  secure  supplies.  Neither  would 
be  likely  if  the  oil  price  wars  were  to  contin- 
ue. It  is  perfectly  true  that  the  Organization 
of  Petroleum  Exporting  Countries  still  has  a 
very  long  way  to  go  to  find  a  formula  to  con- 
trol production  and  boost  oil  prices.  The  $28 
a  barrel  price  that  OPEC  recently  promised 
to  "defend "  is  at  present  a  wish,  not  a 
threat. 

But  it  would  be  foolish  to  bet  that  OPECs 
effort  will  fail.  And  Washington  is  full  of 
talk  about  possible  energy  taxes  to  put  a 
floor  under  oil  prices  and  encourage  domes- 
tic oil  exploration.  It  would  therefore  be 
wrong  to  assume  that  inflation  is  dead  and 
for  Capitol  Hill  or  the  Federal  Resene 
Board  to  seize  on  lower  oil  prices  as  an 
excuse  to  pursue  stimulative  economic  poli- 
cies. 

To  be  sure,  lower  oil  prices  mean  that  the 
United  States  and  other  oil  importers  wUl  in 
effect  be  wealthier.  People  will  spend  more 
on  goods  and  services  and  invest  more  in 
capital  assets.  But  all  of  these  desirable 
events  represent  onetime  changes.  The  true, 
underlying  rate  of  inflation  is  a  function  not 
of  oil  prices  but  of  such  fundamental  factors 
as  growth  in  productivity,  the  labor  force, 
capital  investment  and  the  money  stock. 
Unless  the  United  States  adopts  a  disinfla- 
tionary policy  of  slow  and  stable  growth  in 
money,  inflation  will  return  to  higher  levels 
in  1987  and  thereafter. 

It  is  too  early  to  know  when  oil  prices  will 
relround— or  to  what  level.  But  the  econom- 
ics of  oil  suggest  a  price  closer  to  $25  than 
$15  a  barrel,  well  above  the  average  price 


that   major   oil   consumers   are   paying   at 
present. 

The  key  to  understanding  the  oil  market 
is  the  fact  that,  except  for  Saudi  Arabia  and 
Kuwait,  the  major  oil  exporters  have  been 
losing  substantial  amounts  of  revenue  as  a 
result  of  the  decline  in  oil  prices.  In  some 
countries,  Britain  for  example,  oil  produc- 
tion is  already  at  capacity  and  cannot  be  in- 
creased. In  others,  such  as  Nigeria,  produc- 
tion cannot  be  increased  enough  to  make  up 
for  the  losses  in  revenue  owing  to  lower 
prices. 

Obviously,  the  oil  exporters  have  a 
common  interest  in  stabilizing  prices  as 
high  as  possible.  Even  with  an  enforced  cut 
in  production,  they  can  expect  higher  reve- 
nues than  they  will  get  if  oil  prices  stay 
where  they  are  now.  Keep  in  mind.  too.  that 
there  are  only  four  major  oil  exporting  na- 
tions outside  OPEC— the  Soviet  Union. 
Mexico,  Britain  and  Norw-ay.  It  is  a  good  bet 
that  most  of  these  countries  will  cooperate 
with  the  cartel  one  way  or  another. 

Saudi  Arabia,  which  triggered  the  oil  price 
war.  has  been  open  in  saying  that  its  goal 
now  is  an  'arrangement"  to  share  produc- 
tion cutbacks  equitably  and  thus  stabilize 
prices.  The  Saudis  have  no  interest  in  de- 
stroying OPEC.  Nor  would  that  be  political- 
ly feasible. 

In  the  end,  geopolitics  will  count  most. 
The  OPEC  members  as  a  group  hold  practi- 
cally all  of  the  reser%es  that  are  relatively 
inexpensive  to  develop  and  bring  to  market. 
Therefore,  if  the  price  of  oil  were  to  slay 
well  below  $20  a  barrel,  exploration  and  de- 
velopment outside  the  OPEC  area  would 
dwindle  and  the  industrialized  nations  once 
again  would  become  dependent  on  the 
Middle  East  for  energy  supplies. 

At  last  week's  OPEC  meeting  in  Geneva 
showed,  hard  bargaining  is  under  way  to 
slice  up  shares  of  the  oil  market.  The  oil 
producing  nations  need  money,  and  the  con- 
sumers, such  as  the  United  States,  West 
Germany  and  Japan,  do  not  want  to  be  vul- 
nerable to  another  oil  embargo.  This  is 
hardly  a  remedy  of  which  the  economist 
Adam  Smith  would  approve,  but  it  is  a  good 
description  of  the  way  the  world  works. 

Mr.  DOMENICI.  Mr.  President,  I 
urge  that  my  friend  from  Oklahoma 
withdraw  the  amendment.  I  do  state 
that  the  President  of  the  United 
States  seems  to  be  listening  to  what 
some  of  us  are  saying.  I  understand 
that  he  has  now  ordered  that  a  study 
under  the  National  Security  Act  be 
made  by  his  security  adviser  and  the 
Commerce  Department  with  reference 
to  the  impact  on  national  security  that 
is  resulting  from  our  continued,  grow- 
ing dependence  upon  foreign  oil.  I 
hope  that  that  study  will  reveal  the 
true  facts.  If  it  does,  it  seems  to  me 
that  we  will  have  served  a  purpose  in 
the  last  couple  of  months  in  reminding 
the  President  and  others  here  in  the 
Congress  that  we  are  on  a  path  of 
energy  insanity  in  the  name  of  some 
kind  of  "let's  be  fair  today."  We  are 
going  to  penalize  the  future  genera- 
tions unmercifully  when  we  begin  to 
be  more  and  more  dependent  on  for- 
eign oil. 

I  hope  my  friend  will  withdraw  the 
amendment.  We  will  be  back  another 
day. 
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OIL  IMPORT  FEES 

Mr.  WEICKER.  Mr.  President.  I  rise 
today  to  reiterate  my  strong  and  con- 
tinued opposition  to  any  tax  on  im- 
ported oil  and  to  urge  my  colleagues  to 
maintain  their  opposition  to  such  a 
tax.  On  several  occasions  the  Senate 
has  seen  the  wisdom  in  rejecting  this 
tax  and  I  am  hopeful  that  it  will  be  re- 
jected again  today. 

An  oil  import  fee  is  neither  fair  nor 
economically  sound.  Not  only  would  it 
lay  a  disproportionate  burden  on  those 
industries  and  States  which  are  most 
dependent  on  petroleum  products,  but 
its  overall  effects  on  the  economy 
would  be  burdensome  and  inflation- 
ary. 

There  are  countless  studies  which 
evidence  the  disproportionate  impact 
of  an  oil  import  fee  on  those  regions 
which  are  most  dependent  on  oil  for 
an  energy  source  and  raw  materials. 
But  you  do  not  need  to  be  a  scientist 
or  an  economist  to  figure  that  out. 
Those  that  use  more  of  a  product  pay 
a  heavier  burden  when  its  price  rises. 
Proponents  of  an  oil  import  fee  like  to 
gloss  over  this  simple  fact— or  argue 
that,  notwithstanding  the.se  problems, 
an  oil  import  fee  is  in  the  national  in- 
terest. Well,  the  truth  is,  it  is  not  in 
the  national  interest.  There  are  just  as 
many  studies  to  show  that  an  import 
fee  would  be  burdensome  to  the  na- 
tional economy.  Again,  you  do  not 
need  to  be  an  economist  to  understand 
that  increasing  the  price  of  a  basic 
commodity  such  as  oil.  increases  prices 
throughout  the  economy,  causing  in- 
fation.  Furthermore,  using  a  tax  to 
hold  U.S.  oil  prices  above  the  world  oil 
price  level  puts  all  U.S.  manufacturers 
who  use  a  significant  amount  of  oil  at 
a  disadvantage  to  their  foreign  com- 
petitors. In  both  cases  an  oil  import 
fee  undermines  the  economy,  and  its 
own  original  intent  to  reduce  the  defi- 
cit and  strengthen  the  economy. 

The  proponents  of  the  oil  import  tax 
always  speak  glowingly  of  the  benefits 
of  such  a  tax  and  ignore  its  costs.  The 
truth  of  the  matter  is  the  costs  of  an 
import  fee  outweigh  the  benefits.  For 
every  winner  there  is  a  loser.  An  oil 
import  fee  is  robbing  Peter  to  pay 
Paul  on  a  national  scale.  And  believe 
me,  those  of  us  who  are  in  the  position 
of  Peter,  those  of  us  in  the  Northwest 
and  Midwest  who  have  had  to  struggle 
with  the  supply  disruptions  and  price 
spikes  and  price  increases  of  the  last 
15  years  will  oppose  these  taxes  at 
every  opportunity. 

Sure.  I  understand  that  producing 
States  have  problems  now  that  prices 
have  fallen.  Perhaps  now  those  States 
can  come  to  appreciate  what  some  of 
us  in  the  Northeast  and  Midwest  have 
been  going  through  for  the  past  15 
years.  You  say  you  are  losing  jobs— we 
have  been  losing  jobs  and  industries 
for  years  because  of  spiralling  energy 
costs.  You  say  you  are  losing  reve- 
nues—we have  never  had  any  petrole- 


um revenues  to  lose.  Our  utilities  have 
had  to  raise  rates,  our  State  govern- 
ments have  had  to  tax,  tax  and  tax  to 
meet  the  higher  costs  associated  with 
petroleum  use. 

Now— when  we  finally  have  a 
breather  from  these  high  oil  prices 
and  others  are  faced  with  realities 
with  which  we  have  learned  to  live,  it 
is  suggested  that  perhaps  we  should 
just  have  another  tax— but  a  tax  on 
those  other  guys— a  tax  for  those  who 
have  been  struggling  with  high  oil 
prices  and  no  oil  revenues  for  years. 
Well,  let  met  tell  you— forget  it— be- 
cause it  is  not  going  to  happen,  not  as 
long  as  I  can  do  anything  to  stop  it. 

The  Nation,  and  particularly  the 
Northeast  and  Midwest  have  had  to 
pay  more  than  our  share  for  the 
energy  crisis  and  finally  we  get  a 
break— it  is  absolutely  unacceptable 
that  now  we  should  have  to  pay  for 
the  energy  glut  as  well. 

Mr.  MITCHELL.  Mr.  President,  I 
rise  in  strong  opposition  to  the  amend- 
ment which  would  impose  a  $4  tariff 
on  every  barrel  of  crude  oil  or  petrole- 
um product  imported  to  the  United 
States.  My  objections  to  the  amend- 
ment are  simple  and  remain  essential- 
ly the  same  as  those  stated  in  previous 
debates  on  this  subject. 

An  oil  import  fee  would  have  a  clear- 
ly adverse  impact  on  the  economy  of 
Maine  and  New  England.  In  addition, 
an  oil  import  fee  is  a  regressive,  ineffi- 
cient method  of  raising  revenues,  par- 
ticularly when  this  Senate  stands 
poised  to  pass  tax  reform  legislation 
purporting  to  bring  fairne.ss  and 
equity  to  this  Nation's  Tax  Code. 

First,  an  import  fee  would  adversely 
affect  my  State. 

The  imposition  of  a  fee  on  imported 
crude  oil  or  refined  product  would  also 
increase  the  price  of  domestically  pro- 
duced oil.  Although  the  fee  would'  be 
levied  only  against  imported  oil,  do- 
mestic oil  prices  would  rise  by  an 
amount  equivalent  to  the  fee. 

I  can  state  categorically  that  the 
residents  of  my  State  ol  Maine  would 
be  among  those  most  adversely  affect- 
ed by  such  a  price  increase  because  oil 
accounts  for  80  percent  of  the  total 
energy  consumption  in  Maine. 

For  comparison,  the  rest  of  the 
Northeastern  States  utilize  oil  for  50 
percent  of  their  energy,  and  the  coun- 
try as  a  whole  uses  oil  for  44  percent 
of  its  energy. 

Homeowners  and  businesses  in 
Maine  rely  disproportionately  on  oil 
for  direct  heating.  An  increase  in  the 
price  of  that  product,  therefore,  is  vir- 
tually certain  to  impose  an  enormous 
drain  on  the  incomes,  investments  and 
savings  of  Maine  citizens. 

Alternatives  to  oil  for  heating  in 
Maine— a  major  and  significant  com- 
ponent of  the  cost  of  living  and  doing 
business  in  New  England— are  limited 
to  wood  and  electricity.  Our  electricity 
in    Maine    is    largely    generated    by 


hydro,  coal  and  nuclear  fuels,  but  oil 
still  accounts  for  19  percent  of  gener- 
ating capacity— a  proportion  roughly 
three  times  the  national  average. 

A  second  major  disadvantage  of  any 
oil  import  fee  proposal  is  that  the  fee 
is  perhaps  the  least  efficient  revenue- 
raising  option  now  under  serious  dis- 
cussion. An  oil  import  fee  would  of 
course  raise  revenues.  And,  clearly,  our 
present  budgetary  situation  makes  it 
irresponsible  to  hastily  and  out  of 
hand  reject  any  potentially  productive 
revenue  measure.  My  opposition  is  not 
hastily  reached. 

A  number  of  previous  studies  on  oil 
import  fees  in  the  early  1980's  estimat- 
ed that  the  revenues  generated  by  a 
$5-per-barrel  fee  would  be  in  the  range 
of  $9  billion  per  year  over  the  next  5 
years.  But  the  cost  to  consumers  was 
estimated  to  range  from  $20  to  $30  bil- 
lion per  year. 

In  testimony  presented  to  the  Fi- 
nance Committee  this  February, 
Roger  Mentz,  Acting  Assistant  Treas- 
ury Secretary,  said  that  while  the 
burden  of  the  fee  would  fall  on  foreign 
producers  and  domestic  consumers, 
the  'benefits  would  be  shared  by  the 
Federal  Government  and  the  domestic 
oil  industry."  I  believe  that  is  putting 
the  case  charitably  to  say  the  least. 

Mr.  Mentz  went  on  to  say  that 
Treasury  analysis  indicated  that, 
based  solely  on  the  increase  in  oil 
prices,  the  domestic  oil  industry  would 
realize  after-tax  benefits  equal  to  $1.75 
for  every  $1  of  tax  collected  by  the 
Treasury. 

Last,  Mr.  President,  an  oil  import  fee 
is  regressive  in  nature. 

A  May  1986  Congressional  Research 
Service  study  on  the  revenue  and  eco- 
riornic  effects  of  oil  import  fees  said. 

An  oil  import  tax  would  also  affect 
the  way  in  which  income  is  distributed 
over  the  U.S.  population  by  income 
bracket.  More  specifically,  the  per- 
centage reduction  in  income  in  re- 
sponse to  an  oil  import  tax  tends  to 
decline  as  the  level  of  household 
income  increases." 

That  study  went  on  to  say  that 
higher  crude  oil  prices  v/ill  cause  the 
price  of  other  energy  forms,  such  as 
natural  gas,  electricity  and  coal  to  be 
higher  than  otherwise.  Because  total 
energy  spending  is  more  concentrated 
in  lower  incomes  than  is  fuel  oil  and 
gasoline  spending,  the  oil  import  tax 
would  tend  to  be  more  regressive  in 
the  long  run  than  in  the  short  run. 

It  is  ironic  that  at  a  time  when  we 
are  seeking  to  eliminate  Government- 
induced  distortions  into  our  capital 
and  investment  markets  through  a 
major  tax  overhaul:  when  we  are  at- 
tempting to  ease  the  tax  burden  on 
many  low-income  families  by  taking 
them  off  the  tax  rolls;  when  we  are 
trying  to  bring  much  needed  fairness 
to  our  Tax  Codes;  that  we  should  be 
asked   to   consider   a   measure   which 
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would  have  the  effect  of  creating  sig- 
nificant new  distortions  in  our  mar- 
ket; and  heap  additional  regressive  tax 
burdens  on  millions  of  Americans. 

To  sum  up,  Mr.  President,  I  believe 
that  a  fee  on  imported  oil  would  ad- 
versely and  unfairly  hurt  Maine's 
economy,  and  would  serve  as  an  ineffi- 
cient and  regressive  means  of  raising 
revenues. 

Mr.  President,  in  hockey,  when  a 
player  scores  three  goals  in  one  game, 
he  is  said  to  have  scored  a  "hat  trick." 
Already  in  this  Congress,  the  Senate 
has  approved,  by  votes  of  82  to  15  and 
78  to  18,  motions  to  table  oil  import 
fee  amendments.  It  is  my  hope  that 
when  the  Senate  votes  on  this  amend- 
ment, it  will  score  a  "hat  trick"  by 
overwhelmingly  rejecting  for  the  third 
time  the  notion  of  oil  import  fees  in 
the  99th  Congress. 

Mr.  NICKLES.  Mr.  President,  I 
withdraw  my  amendment. 

The  PRESIDING  OFFICER.  The 
amendment  is  withdrawn. 

Mr.  HART.  Mr.  President,  will  the 
Senator  yield  for  a  question? 

The  PRESIDING  OFFICER.  The  1 
minute  has  expired.  The  Senator  from 
Oklahoma  has  1  minute  remaining. 
Mr.  HART.  Will  the  Senator  yield? 
Mr.  NICKLES.  I  will  be  happy  to 
yield  30  seconds. 

Mr.  HART.  The  Senator  from  Colo- 
rado offered  a  similar  amendment  sev- 
eral weeks  ago.  I  cannot  recollect 
whether  the  Senator  from  New 
Mexico  supported  that  amendment  or 
not. 

Mr.  DOMENICI.  I  did.  It  was  not 
quite  similar.  The  amendment  of  the 
Senator  from  Colorado  was  for  $10 
and  this  one  is  for  $4.  It  phases  out  at 
$22. 

Mr.  HART.  We  are  serious  about 
energy  independence,  though. 

Mr.  NICKLES.  Mr.  President,  I  hope 
our  colleagues  did  hear  the  Senator 
from  New  Mexico.  This  is  not  a  $10  fee 
but  a  $4  fee.  This  is  where  the  fee  to- 
tally phases  out  when  the  price 
reaches  $22.  The  price  last  year  was 
$28.  This  is  a  reasonable  approach. 

We  can  count  votes.  We  know  we  do 
not  have  the  votes  tonight.  I  hope 
Members  will  pay  attention.  I  think 
the  President's  task  force  will  study 
this.  The  National  Security  Adviser 
has  good  ideas.  I  hope  this  body  will 
wake  up. 

I  have  followed  the  request  of  my  co- 
sponsor  and  withdrawn  the  amend- 
ment. 

Mr.  BENTSEN.  Mr.  President,  I 
want  to  congratulate  the  Senator  from 
New  Mexico  for  offering  this  amend- 
ment. And  I  am  delighted  to  be  an 
original  cosponsor.  In  this  debate,  he 
has  spoken  of  the  revenues  which  this 
amendment  will  raise.  And  that  is  a 
feature  which  will  certainly  attract 
some  support  as  we  continue  working 
to  close  the  deficit  gap. 


But  my  support  for  this  amendment 
is  not  budgetary.  My  support  is  tied  to 
our  national  security. 

I  have  been  active  in  public  affairs 
for  a  good  portion  of  the  postwar 
period.  And  as  I  think  back,  the  most 
traumatic  and  stressful  period  I  be- 
lieve we  endured  during  peacetime 
over  that  40-year  span  was  the  oil  em- 
bargo during  the  late  seventies.  We 
are  a  proud  and  sturdy  nation.  But  I 
remember  all  too  well  the  appalling 
sight  of  Americans  lined  up  for  miles, 
waiting  patiently— and  some  not  so  pa- 
tiently—in their  cars  for  hours  to  buy 
a  precious  tankful  of  gasoline. 

Everyone  in  this  Chamber  I  suspect 
sat  in  those  lines.  Indeed,  I  don't  be- 
lieve that  this  Nation  in  its  entire  his- 
tory has  been  through  another  such 
dramatic  episode— one  where  a  foreign 
power  successfully  blockaded  the 
supply  of  a  critical  resource  like  oil. 
Even  during  the  darkest  days  of  World 
War  II,  the  Axis  powers  were  unable 
to  accomplish  what  OPEC  pulled  off. 
OPEC  was  successful  because  we  al- 
lowed foreign  oil  imports  to  soar, 
reaching  47  percent  of  domestic 
demand  in  1977. 

By  permitting  our  domestic  energy 
industry  to  deteriorate,  we  opened  the 
door  to  OPEC's  embargo  and  the 
blackmail  cf  our  foreign  policy. 

A  combination  of  higher  prices, 
energy  conservation  and  enhanced 
production  helped  us  out  of  that  hole. 
By  last  year  we  had  reduced  our  de- 
pendence on  foreign  oil  to  27  percent. 

In  fact,  domestic  oil  production  last 
year  was  10  percent  above  the  1976 
level  and  reserves  were  up. 

That  success  reflected  a  national 
consensus  that  our  foreign  policy  and 
economic  well-being  must  not  again 
fall  hostage  to  OPEC.  But  I  must  say 
frankly  that  this  progress  was  made 
with  only  lukewarm  support  from  this 
administration.  By  its  deeds,  it  has 
shown  that  it  is  not  necessarily  part  of 
that  consensus. 

Indeed,  it  has  more  often  than  not 
pursued  policies  which  have  increased 
our  dependence  on  foreign  oil.  It  has 
continued  to  support  the  misnamed 
windfall  profits  tax,  and  the  Fuel  Use 
Act.  And  it  has  dragged  its  feet  in  com- 
plying with  congressional  mandates  to 
fill  the  strategic  petroleum  reserve. 
Moreover,  it  has  not  supported  tough- 
er laws  to  improve  auto  fuel  efficiency 
or  to  conserve  heating  and  cooling 
energy  use  in  Federal  buildings. 

But  perhaps  the  most  telling  indica- 
tion of  administration  indifference  to 
the  OPEC  threat  has  been  its  response 
to  the  latest  OPEC  crisis.  Since  De- 
cember, OPEC's  leading  producer, 
Saudi  Arabia,  has  engineered  a  col- 
lapse of  the  American  oil  industry. 
OPEC  oil  has  swamped  world  markets 
in  an  overt  effort  to  drive  American 
oilmen  into  bankruptcy  in  order  for 
OPEC  to  regain  control  over  supply 
and  prices.  And  the  administration  has 


sat  idly  by  while  OPEC  pursued  its 
strategy,  barely  able  to  believe  its  good 
luck. 

According  to  Salomon  Brothers,  oil 
exploration  by  the  majors  is  down  50 
percent  this  year.  And  independents— 
who  drill  90  percent  of  our  risky  ex- 
ploratory wells— have  cut  budgets  by 
48  percent. 

With  onshore  wildcat  wells  costing  a 
minimum  of  $230,000  and  offshore 
wells  at  least  $2.7  million,  oil  firms 
simply  cannot  afford  to  gamble  with 
that  kind  of  money  when  oil  prices  are 
soft,  and  may  grow  softer  at  the  whim 
of  OPEC. 

According  to  the  Hughes  Tool  Co., 
4,530  drilling  rigs  were  operating  at 
our  peak  back  in  December  of  1981. 

In  cecent  months,  the  rig  count  has 
plunged  so  far  that  it  set  a  record  low 
in  mid-July  of  663  rigs  in  operation— 
and  it  would  be  even  lower  except  that 
many  firms  must  continue  drilling  or 
lose  valuable  leases. 

Nationally,  industrial  capacity  utili- 
zation is  running  at  78  percent.  In  the 
oil  industry  today,  it  is  barely  20  per- 
cent and  falling.  A  staggering  one  job 
in  four  in  the  oil  industry  has  been 
lost  in  the  past  year. 

The  oil  patch  is  full  of  geologists  and 
geophysicists  looking  for  any  job  they 
can  find.  Enrollment  in  our  geology 
departments  at  colleges  across  the 
country  has  plunged.  Every  oil  firm  in 
the  Nation  has  laid  off  workers— push- 
ing unemployment  in  Texas  and  else- 
where across  the  oil  patch  to  10  per- 
cent and  higher. 

Oil  production  this  year  is  down 
140,000  barrels  a  day  so  far.  And  wide- 
spread predictions  of  further  declines 
from  stripper  wells  and  reservoirs 
being  worked  with  enhanced  oil  recov- 
ery techniques  run  far  higher- 
upward  of  1  million  barrels  of  lost  pro- 
duction by  year's  end.  Oil  reserves  fell 
slightly  last  year  and  will  plunge  dra- 
matically this  year.  Indeed,  we've  lost 
over  $6  billion  in  oil  lease  payments 
because  firms  have  been  too  strapped 
to  bid  on  Federal  oil  leases. 

With  each  oil  job  supporting  five 
other  jobs,  the  depression  in  oil  has 
sent  ripples  far  and  wide.  Last  year,  oil 
and  gas  spending  accounted  for  24  per- 
cent of  total  U.S.  capital  spending.  Its 
off  more  than  50  percent  this  year.  No 
wonder  total  U.S.  capital  investment  is 
expected  to  decline  2.5  percent  in  1986. 
Moreover,  lower  oil  prices  have  not 
spurred  the  economy. 

Goldman  Sachs  has  concluded  that 
lower  oil  prices  failed  to  move  us  onto 
a  higher  growth  path.  And  the  confer- 
ence board  found  that  the  net  econom- 
ic impact  of  falling  oil  prices  has  been 
negative. 

That's  bad  news  for  the  national 
economy.  But  it's  even  worse  news  for 
our  Nation's  security.  Palling  oil  prices 
in  the  past  have  not  meant  just  falling 
production.  It  has  also  meant  rising 
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demand.  And  the  widening  supply  gap 
has  been  filled  with  foreign  oil.  Evi- 
dence since  December  shows  over- 
whelmingly that  the  same  thing  is 
happening  this  time  around,  too.  Do- 
mestic demand  is  up  a  sharp  565.000 
barrels  a  day  this  year. 

With  production  plunging  and 
demand  rising,  foreign  oil  has  made  up 
that  difference.  And  our  dependence 
on  foreign  oil  has  leaped  to  40  percent 
now— far  above  the  27  percent  scored 
last  year.  In  recent  months,  the  de- 
cline in  domestic  production  and  rise 
in  consumption  has  accelerated.  And 
imports  have  skyrocketed. 

Interior  Secretary  Hodel  said  recent- 
ly that  oil  imports  would  rise  1  million 
barrels  daily  within  a  year.  Well,  the 
latest  Department  of  Energy  data 
shows  that  oil  imports  in  August  were 
already  2  million  barrels  a  day  higher 
than  in  1985. 

The  sharp  rise  in  oil  imports  may  be 
catching  the  administration  by  su- 
prise.  But.  its  not  a  surprise  to  oil  and 
national  defense  experts. 

I  recently  asked  the  CBO.  the  Con- 
gressional Research  Service  at  the  Li- 
brary of  Congress,  and  DRI  to  project 
oil  imports  at  $15  per  barrel.  Their 
conclusions  were  unequivocal:  oil  im- 
ports will  exceed  the  danger  level  of  50 
percent  of  U.S.  consumption  sometime 
dunng  the  next  3  to  5  years— some- 
time between  1988  and  1990. 

As  a  result  of  the  OPEC  price  strate- 
gy, we  will  shortly  be  relying  on  for- 
eign oil  for  one-iialf  of  all  domestic  oil 
consumption. 

That  would  only  be  an  unpleasant 
fact  if  all  that  imported  oil  was  from 
Canada  or  the  North  Sea.  But  it  won't 
be.  Most  of  the  increase  in  imported 
oil  will  come  from  the  Middle  East  be- 
cause alternative  non-OPEC  resources 
are  already  producing  flat  out.  North 
Sea  and  Alaskan  North  Slope  produc- 
tion will  peak  next  year,  for  example. 

Canadian  production  and  Latin 
American  production  in  countries  like 
Mexico  and  Venezuela  has  plateaued. 
Indeed,  rising  U.S.  oil  demand  has  al- 
ready created  rising  dependence  here 
on  OPEC.  Saudi  Arabia,  for  example, 
was  only  the  15th  largest  source  of  oil 
imports  last  year.  In  June  1985,  we  im- 
ported a  bare  26,000  barrels  per  day  of 
Saudi  oil.  Yet,  by  lasi  January,  that 
had  soared  to  664,000.  And  in  Febru- 
ary, Saudi  Arabia  jumped  to  second 
place,  joining  Mexico,  Canada,  and 
Venezuela  as  major  suppliers  of 
United  States  oil  imports. 

OPEC  now  accounts  for  43  percent 
of  U.S.  imports,  compared  to  36  per- 
cent in  1985.  Last  year,  a  bare  1  barrel 
in  9  of  our  oil  as  from  OPEC. 

At  present  trends,  OPEC  will  be  sup- 
plying over  one-half  of  all  U.S.  oil  im- 
ports by  1988.  And  by  1990,  1  of  every 
3  barrels  of  oil  we  consume  will  be 
OPEC  oil. 

There  are  signs  that  the  administra- 
tion has  belatedly  come  alert  to  the 


national  security  dangers  posed  by 
falling  production  and  soaring  OPEC 
imports. 

Last  month.  Admiral  Poindexter,  the 
President's  National  Security  Adviser, 
urged  the  tax  conferees  to  retain  in- 
centives for  oil  development  and  ex- 
ploration. He  warned  that  imports 
would  double  by  the  early  nineties, 
and  specifically  cited  the  national  se- 
curity concern  related  to  our  looming 
dependence  on  OPEC.  More  recently 
Secretary  Hodel  said,  and  I  quote, 
"We're  in  very  grave  danger  as  a 
nation  of  finding  ourselves  in  a  very 
short  time  back  in.  the  grasp  of 
OPEC." 

The  administration's  acknowledg- 
ment of  the  security  dangers  of  rising 
oil  imports  is  a  good  first  step.  But  it 
needs  to  be  followed  by  a  second  step— 
the  establishment  of  policies  to  hold 
that  dependence  at  manageable 
levels— to  head  off  OPEC.  Thus  far, 
we've  seen  little  progress  toward  estab- 
lishment of  a  sound  energy  security 
policy. 

Senator  Domenici's  amendment  will 
help  the  administration  take  that 
second  step. 

The  $4  per  barrel  import  fee  on  oil 
in  this  amendment  will  move  national 
security  to  the  front  burner  in  energy 
policy.  By  restoring  some  stability  to 
the  domestic  industry,  this  provision 
will  slow  our  headlong  rush  toward  re- 
liance on  OPEC.  And  the  S2  differen- 
tial for  product  imports  w\'A  ensure 
that  the  domestic  refining  uidustry  is 
held  harmless  by  this  provis'on,  as 
well. 

The  use  of  an  oil  import  fee  for  na- 
tional security  reasons  will  be  wel- 
comed by  defense  experts.  Former  De- 
fense Secretary  Harold  Brown,  for  ex- 
ample, endorsed  such  a  fee  in  testimo- 
ny before  the  Finance  Committee  on 
August  13. 

Going  further  back.  President 
Reagan  used  oil  import  restraints 
under  section  232  of  the  Trade  Expan- 
sion Act  to  stop  Libyan  oil  sales  to  the 
United  States.  And  even  further  back 
in  the  midfifties.  President  Eisenhow- 
er drew  on  his  military  experience, 
and  acted  to  limit  foreign  oil  imports 
in  order  to  stabilize  the  domestic  oil 
industry. 

Foreign  oil  producers  didn't  like 
those  actions,  and  among  the  criti- 
cisms sure  to  be  raised  by  OPEC  this 
time  around  is  that  this  amendment 
will  harm  American  competitiveness  in 
world  markets. 

But  a  number  of  factors  indicate 
that  this  fear  is  greatly  exaggerated. 
First,  the  dollar  has  fallen  over  30  per- 
cent on  a  trade-weighted  basis  in  the 
last  18  months— an  improvement  in 
American  competitiveness  more  than 
outweighing  any  duty. 

Second,  the  sheer  size  and  impor- 
tance of  the  U.S.  market  means  that 
foreign  producers  will  be  forced  to 
absorb    some    of    the    import    duty- 


prices  here  will  not  rise  by  the  full 
amount  of  the  duty  in  todays  glutted 
world  markets. 

And  third,  energy  costs  to  business 
in  the  United  States  are  generally  less 
than  those  in  other  Western  industrial 
nations. 

According  to  the  International 
Energy  Agency,  in  the  last  quarter  of 
1985,  for  example,  the  costs  of  light 
fuel  oil,  heavy  fuel  oil.  and  gasoline  in 
Japan  were  63  percent,  58  percent,  and 
125  percent,  respectively,  above  the 
costs  of  those  products  in  the  United 
States.  Light  fuel  oil  in  the  United 
Kingdom  was  nearly  25-percent 
higher.  And  heavy  fuel  oil  in  both  the 
United  Kingdom  and  Germany  was 
more  than  25-percent  higher. 

Those  differentials  may  narrow,  but 
American  firms  will  continue  to  enjoy 
a  favorable  cost  advantage  in  energy 
over  European  and  Japanese  competi- 
tors. 

Let  me  dicuss  one  further  point. 
Some  have  suggested  that  this  amend- 
ment may  reduce  economic  growth, 
produce  inflation,  and  lose  rather  than 
gain  tax  revenue  as  a  result  of  that 
slower  growth.  Let's  keep  this  issue  in 
perspective. 

The  administration  has  proposed  to 
tax  Americans  for  some  $850  billion  in 
fiscal  year  1987.  This  provision  will  in- 
crease those  receipts  by  far  less  than  1 
percent.  If  $850  billion  in  taxes  won't 
cause  growth  to  slow,  S855  billion 
won't  either. 

Moreover,  an  economy  running  at 
78-percent  capacity  with  over  7  million 
men  and  women  looking  for  work 
without  success  is  hardly  one  on  the 
verge  of  an  inflationary  binge.  This 
provision  is  an  economic  asterisk. 

To  conclude,  let  me  stress  again  that 
Wf  must  deal  effectively  with  the 
OPEC  threat  now.  We  know  the  folly 
of  delay.  We've  seen  the  consequences 
of  permitting  our  domestic  oil  industry 
to  fall  into  disrepair.  The  actions 
needed  to  restore  its  health  and  limit 
foreign  oil  dependence  are  not  easy 
ones  to  take.  But  they  are  far  more 
palatable  than  the  alternative— which 
is  spending  hours  waiting  in  gas  lines 
in  1988  or  1989  with  a  foreign  policy 
held  hostage  to  OPEC  whims. 

Mr.  DOMENICI.  Mr.  President.  I 
have  three  or  four  cleanup  matters. 

Will  Senator  Thurmond  make  a 
motion  with  reference  to  a  part  of  this 
bill? 

Mr.  THURMOND.  After  your 
amendment  is  adopted,  I  will  do  that. 

Mr.  DOMENICI.  I  understand  Sena- 
tor Gorton  has  an  amendment. 

Mr.  MOYNIHAN.  Senator  Gorton 
will  have  an  amendment. 

Mr.  DOMENICI.  I  will  do  the  clean- 
up before  that  with  the  understanding 
that  there  are  those  amendments.  The 
distinguished  Presiding  Officer  has  an 
REA  amendment  which  is  acceptable 
to  the  Senator  from  New  Mexico.  I  un- 
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derstand it  is  being  cleared  on  this  side 
and  it  is  being  cleared  on  the  Demo- 
cratic side. 

Mr.  DOMENICI.  I  ask  that  a  letter 
from  Director  Miller  indicating  how 
the  appropriated  account  will  be  used 
so  as  to  yield  $2.4  billion  through  the 
Internal  Revenue  Service  be  made 
part  of  the  Record.  We  understand 
that  is  a  commitment  on  their  part. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Office  of  Management  and  Budget. 
Washington.  DC,  September  19,  1986. 
Hon.  Pete  Domenici, 
U.S.  Senate, 
Washington,  DC. 

Dear  Pete:  As  vqu  know,  the  President's 
request  of  $4,097.8  million  for  IRS  spending 
in  1987  includes  a  revenue  initiative  that 
would  increase  1987  Federal  tax  revenue  col- 
lections by  an  estimated  $1.8  billion  through 
improved  examination  and  collection  ef- 
forts. The  House  appropriation  of  $4,247.8 
million  for  1987  includes  an  additional  $150 
million  to  expand  these  1987  revenue  initia- 
tives. The  $4,247.8  million  approved  by  the 
House  would  produce  an  additional  $1  bil- 
lion in  1987  tax  collections.  If  the  Congress 
appropriates  funds  for  the  IRS  at  the 
House-passed  level,  the  Administration 
would  use  the  additional  funding  for  exami- 
nation and  collection,  thereby  increasing 
revenue.s  for  1987  an  additional  $2.8  billion 
above  the  revenues  OMB  estimated  in  its 
August  20  Gramm-Rudman-Hollings  report. 
Sincerely  yours. 

James  C.  Miller  III. 

Director. 

MEDICARE  PROMPT  PAYMENT  OF  CLAIMS 

Mr.  CHILES.  Mr.  President  I  would 
like  to  engage  some  of  my  colleagues 
in  a  discussion  of  one  of  the  items  in 
this  bill— the  prompt  payment  of  Med- 
icare claims. 

We  found  just  a  few  months  ago 
that  many  Medicare  benificiaries.  phy- 
sicians, home  health  agencies  and 
other  providers  were  having  to  wait 
for  up  to  several  months  before  receiv- 
ing payment  on  their  legitimate  Medi- 
care claims.  The  bill  we  now'  have 
before  us  would  go  a  long  way  to  cor- 
rect this  problem.  It  sets  a  prompt  pay 
standard  under  which  95  percent  of 
clean  claims  must  be  paid  within  27 
days  next  year.  It  would  gradually  get 
that  down  to  24  days.  The  bill  would 
require  that  beneficiaries  and  many 
providers,  including  home  health 
agencies,  nursing  homes  and  hospices, 
receive  interest  if  claims  are  not  paid 
within  that  time.  For  hospitals,  inter- 
est would  not  be  paid  on  late  claims, 
but  they  could  continue  to  receive  ad- 
vance, periodic  interim  payments  In 
the  event  the  prompt  pay  standard  is 
violated. 

But  there  is  one  area  I  still  have 
some  concern  about.  I  would  have 
liked  to  do  more.  Once  these  new 
standards  are  implemented,  I  am 
afraid  we  may  have  left  a  loophole  in 
our  distinction  between  "clean"  and 
"dirty"  claims. 


The  bill  mandates  a  timely  payment 
standard  for  "clean"  claims.  These  are, 
in  essence,  those  claims  which  meet  all 
Medicare  statutory  and  regulatory  re- 
quirements for  legitimate  payment.  It 
has  to  be  on  paper,  it  has  to  be  signed, 
it  has  to  provide  required  information 
on  the  type  of  medical  service  ren- 
dered. Some  providers  have  to  give  de- 
tailed information  on  the  services  pro- 
vided as  well  as  backup  documenta- 
tion, for  example,  on  patient  history 
and  the  need  for  service. 

This  is  not  unusual  in  any  insurance 
claim  situation,  and  Medicare  is  a  com- 
plicated program.  There  are  screening 
and  utilization  safeguards  built  into  its 
administration  to  ensure  ligitimate  de- 
cisions regarding  eligibility  and  cover- 
age, as  well  as  prevent  unnecessary 
utilization.  For  these  reasons,  I  under- 
stand and  support  the  need  for  allow- 
ing some  flexibility  on  the  payment 
standard  for  "dirty"  claims— that  is 
claims  which  are  not  complete  and 
cannot  be  paid  without  going  back  to 
request  additional  information. 

What  concerns  me,  however,  is  that 
this  administration— or  any  other  ad- 
ministration under  pressure  to  save 
money  by  holding  back  on  Medicare 
payments— could  see  this  as  a  loop- 
hole. They  could  arbitrarily  classify 
thousands  of  claims  as  'dirty.  "  They 
could  then  simply  hold  them  for  long 
periods  of  time  before  they  were  even 
processed.  And  these  "dirty "  claims 
would  not  come  under  the  prompt  pay 
standard. 

The  original  bill  Senator  Duren- 
BERGER  introduced,  and  which  I  co- 
sponsored,  at  least  recognized  this  pos- 
sibility by  applying  the  timeliness 
standard  to  processing  'dirty  "  claims. 
In  the  case  of  a  clean  claim,  if  it  was 
not  paid  within  a  certain  timeframe 
the  interest  penalty  would  kick  in.  In 
the  case  of  a  "dirty  "  claim,  notice  of 
the  need  for  additional  information 
had  to  be  sent  to  the  claimant  within 
the  same  time  period,  or  interest 
would  be  paid.  In  other  words,  there 
would  also  be  a  deadline  for  reviewing 
claims  to  ensure  that  they  are  error- 
free. 

My  understanding  is  that  we  have 
not  been  able  to  include  this  notice 
process  in  the  bill  because  the  admin- 
istration opposes  it.  They  say  they 
fear  the  administrative  costs.  I  am 
sorry  this  is  the  case.  I  still  believe  we 
need  to  have  some  safeguard  to  avoid 
confusion  and  charges  of  bad  faith  in 
the  future— particularly  on  the  part  of 
unassigned  part  B  claims  submitted  by 
Medicare  beneficiaries.  I  fear  that 
unless  we  have  a  way  to  monitor  the 
classification  and  handling  of  so-called 
dirty  claims  it  will  come  back  to  haunt 
us. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, as  the  original  sponsor  of  the 
prompt  payment  bill— which  has  been 
incorporated  in  large  part  in  the  Sen- 
ate's reconciliation  package— I,  too,  am 


concerned  about  the  effect  of  the  re- 
quirements in  S.  2706  on  Medicare 
beneficiaries. 

By  requiring  timely  payment  of 
"clean"  claims— that  is,  those  which 
are  fully  completed  and  ready  for 
processing— we  will  see  to  it  that  Medi- 
care deals  fairly  and  responsibly  with 
the  providers  from  whom  it  purchases 
services  for  Medicare  beneficiaries.  As 
chairman  of  the  Finance  Health  Sub- 
committee with  jurisdiction  over  the 
Medicare  Program,  this  is  something 
which  I  feel  very  strongly  about,  and  I 
know  that  Dr.  Roper,  the  Administra- 
tor of  the  Health  Care  Financing  Ad- 
ministration shares  this  commitment 
with  me. 

My  concern,  however,  is  for  Medi- 
care beneficiaries  whose  claims  are  not 
taken  on  assignment.  When  providers 
do  not  accept  assignment  on  Medicare 
claims— or  do  not  accept  Medicare's 
determination  of  a  "reasonable 
charge  "  as  payment  in  full— then  the 
Medicare  patient  has  to  pay  the  bill, 
fill  out  a  Medicare  claim  himself,  and 
wait  for  Medicare  to  reimburse  him 
for  some  portion  of  the  amount  he  has 
already  paid. 

Doctors  and  hospitals  have  trained 
staff  people  to  fill  out  these  forms  and 
deal  with  the  Medicare  payment  net- 
work of  carriers  and  fiscal  interme- 
diaries. But  Medicare  beneficiaries  are 
on  their  own  in  dealing  with  this 
system.  They  do  not  have  any  training 
in  how  to  fill  out  these  forms,  nor  do 
they  have  access  to  Watts  lines  or  elec- 
tronic billing  terminals  with  which  to 
communicate  with  insurance  carriers. 

For  these  reasons.  I  am  afraid  that 
these  unassigned  claims  from  Medi- 
care beneficiaries  could  come  to  make 
up  an  increasing  part  of  the  total  of 
"unclean"  claims— and  those  claims 
are  not  subjected  to  the  prompt  pay- 
ment requirements. 

In  the  bill  I  originally  introduced- 
aloRg  with  Senator  Chiles  and  a 
number  of  other  distinguished  cospon- 
sors— I  required  that  Medicare's  insur- 
ance carriers  send  a  notice  to  Medicare 
beneficiaries  within  the  prompt  pay 
deadline  if  their  claims  were  not 
"clean "  and  couldn't  be  processed 
within  the  required  processing  time 
for  clean  claims.  I  envisioned  this 
working  in  such  a  way  that  the  carrier 
could  simple  check  off  a  box  on  a  pre- 
printed form  and  have  that  box  ex- 
plain to  the  beneficiary  what  item  on 
the  claim  was  incomplete  or  incorrect- 
ly completed— just  as  banks  do  if  you 
submit  an  incomplete  loan  application. 

I  saw  this  provision  as  something 
that  would  not  be  unduly  burdensome 
to  the  carriers,  but  would  be  a  very  im- 
portant protection  for  the  beneficiary. 
This  timely  notice  to  beneficiaries 
would  enable  them  to  correct  or  com- 
plete their  claims  and  to  keep  the 
processing  system  on  the  track.  It 
would   give   beneficiaries   information 
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which  would  empower  them  to  make 
the  system  work  for  them. 

I  believe  that,  with  a  little  more 
time,  we  could  convince  the  adminis- 
tration that  this  provision  is  very  im- 
portant to  Medicare  beneficiaries,  and 
that  it  will  not  be  too  burdensome  to 
set  up.  Therefore,  I  would  like  to  ask 
Senator  Packwood,  Finance  Commit- 
tee chairman,  if  he  would  agree  to  re- 
consider this  provision  when  we  go  to 
conference  with  the  House. 

Mr.  CHILES.  I  would  like  to  ask 
Senator  Packwood,  as  Chairman  of 
the  Finance  Committee,  if  he  agrees 
with  our  concerns  on  this  issue.  I 
wonder  if  he  agrees  that  we  should 
take  another  look  at  this  issue  when 
this  bill  is  in  conference  with  the 
House.  Shouldn't  we  at  least  require 
that  some  notice  be  given  to  benefici- 
aries on  unassigned  part  B  claims? 

Would  the  Senator  agree  that  we 
should  ask  the  Secretary  to  develop 
and  publish  standards  for  payment  of 
all  "dirty"  claims?  And  provide  us  with 
reports  on  the  volume  and  types  of 
claims  which  fall  outside  the  prompt 
pay  standard?  My  concern  here  is  that 
we  at  least  give  beneficiaries  and  pro- 
viders some  idea  of  what  to  expect  and 
that  we  have  a  way  of  watching  what 
is  happening  as  the  new  prompt  pay 
standard  is  implemented. 

Mr.  PACKWOOD.  Mr.  President,  I 
would  like  to  assure  my  esteemed  col- 
leagues that  I  share  your  concerns 
that  Medicare  beneficiaries  and  pro- 
viders be  promptly  paid  for  legitimate 
claims  they  incur  for  covered  services. 
As  we  all  know,  the  cost  of  health  care 
has  risen  substantially  over  the  last 
decade.  Even  one  delayed  payment 
may  represent  a  substantial  burden  to 
an  elderly  person  on  a  fixed  income  or 
to  a  small  provider  who  already  has  a 
substantial  amount  of  accounts  receiv- 
able. These  individuals  and  small  pro- 
viders cannot  afford  to  underwrite  the 
administrative  costs  of  the  Medicare 
Program.  Thus,  our  reconciliation  bill 
includes  a  requirement  that  95  percent 
of  clean  claims  (those  that  have  com- 
plete information)  be  paid  promptly. 
We  define  promptly  as  27  days  which 
we  believe  is  a  reasonable  amount  of 
time  for  the  Medicare  intermediaries 
and  carriers  to  process  the  majority  of 
claims.  We  do  not  require  a  full  100 
percent  as  the  standard,  even  though 
we  expect  that  many  contractors  will, 
in  fact,  exceed  the  95-percent  stand- 
ard. We  know  there  are  circumstances 
that  may  occur  from  time  to  time  to 
delay  some  claims  and  we  felt  that  our 
minimum  standard  should  have  some 
flexibility. 

Our  concern  today  is  what  happens 
with  the  other  claims,  the  so-called 
dirty  claims  that  are  missing  informa- 
tion essential  for  payment.  Senators 
Chiles  and  Durenberger  feel  that  we 
need  a  system  to  monitor  the  classifi- 
cation and  handling  of  these  dirty 
claims  and  I  agree.  Their  concern  is 


that  there  be  a  method  to  assure  that 
the  exclusion  of  dirty  claims  from  the 
timeliness  and  penalty  requirements 
does  not  create  a  situation  where  an 
increasing  number  of  claims  are  classi- 
fied inappropriately  as  incomplete,  in 
particular,  claims  where  the  physician 
does  not  accept  assignment.  They  also 
suggest  that  we  may  wish  to  require 
that  the  Secretary  establish  minimum 
standards,  for  example,  minimum 
standards  for  notifying  beneficiaries 
or  providers  that  their  claims  have 
been  received  and  that  additional  in- 
formation is  required.  I  think  that  this 
is  a  valid  approach  and  hope  that  the 
specific  details  can  be  worked  out  in 
the  conference.  I  also  intend  to  ask 
the  conferees  to  consider  an  approach 
to  monitor  the  clean  claims  that  do 
not  meet  the  95-percent  standard  to 
assure  that  there  is  no  undue  burden 
on  certain  types  of  facilities  or  benefi- 
ciaries in  certain  areas. 

Mr.  MITCHELL.  Mr.  President,  I 
have  been  concerned  about  the  issue 
of  Medicare  prompt  payments  for 
some  time.  In  my  home  State  of 
Maine,  providers  report  delays  of  up  to 
8  months  for  payment  for  Medicare 
claims. 

Clearly  this  situation  cannot  be  al- 
lowed to  continue.  During  the  past 
year,  HCFA  began  a  deliberate  policy 
of  slowing  down  Medicare  payments  to 
providers  through  its  fiscal  interme- 
diaries and  carriers  in  the  States. 

Several  months  ago  I  joined  with  a 
number  of  my  colleagues  on  the  Fi- 
nance Committee  in  cosponsoring  leg- 
islation which  would  require  prompt 
payment  of  Medicare  claims.  During 
deliberation  on  the  fiscal  year  1987 
budget  reconciliation  bill,  the  commit- 
tee agreed  to  include  a  provision 
which  mandates  prompt  payment  of 
"clean  claims"  within  24  days.  Failure 
to  comply  with  this  mandate  would 
result  in  fiscal  penalties. 

It  is  my  understanding  that  the  new 
package  being  submitted  by  the  chair- 
man will  eliminate  important  provi- 
sions in  the  prompt-payment  section 
of  the  bill,  and  will  lengthen  the  pay- 
ment schedule  to  27  days. 

Mr.  President,  I  am  particularly  con- 
cerned about  the  definition  of  "clean 
claim"  in  the  prompt  payment  provi- 
sion. Many  Maine  providers  have  ex- 
pressed their  deep  concern  about  the 
definition  of  "clean  claim."  Since  fiscal 
intermediaries  and  carriers  only  have 
to  comply  with  the  prompt-payment 
time  deadline  for  "clean  claim,"  some 
have  made  arbitrary  decisions  about 
which  claims  are  clean  and  which  are 
not. 

The  definition  of  a  "clean  claim" 
must  be  tightened  up  so  that  carriers 
from  one  State  to  another  have  uni- 
form criteria  to  follow  to  determine 
which  claims  can  be  returned  to  the 
providers  for  additional  information 
and  which  must  be  reimbursed  within 
the   27-day   time   period.   We   cannot 


allow  this  exception  for  "clean  claims" 
to  result  in  noncompliance  with  the 
prompt-payment  provision. 

Mr.  HUMPHREY.  Mr.  President.  I 
would  like  to  engage  my  colleague,  the 
distinguished  chairman  of  the  Finance 
Committee,  in  a  brief  discussion  about 
a  provision  in  the  House  reconciliation 
bill  which  authorizes  a  national  adop- 
tion information  clearinghouse.  The 
Senate  reconciliation  bill  does  not  ad- 
dress this  issue. 

Mr.  Chairman,  many  Americans  are 
seeking  information  about  adoption. 
Infertility  affects  between  15  to  20 
percent  of  the  population,  and  there  is 
some  evidence  that  the  incidence  of  in- 
fertility is  rising.  At  the  same  time, 
the  Department  of  Health  and  Human 
Services  estimates  that  approximately 
36,000  children  remain  in  foster  care 
and  institutions,  even  though  they  are 
free  for  adoption. 

I  serve  as  a  cochairman  of  the  Con- 
gressional Coalition  on  Adoption,  a 
nonpartisan,  bicameral  alliance  of  over 
60  Members  of  Congress  who  are  dedi- 
cated to  the  promotion  of  infant,  spe- 
cial needs,  and  intercountry  adoption. 
I  know  there  is  a  need  for  an  adoption 
clearinghouse  because  since  the  Con- 
gressional Coalition  on  Adoption  was 
formed,  my  office  has  received  tele- 
phone calls  and  letters  from  people  all 
over  the  country  seeking  information 
on  adoption. 

Adoptive  parents'  groups,  adoption 
specialists,  public  interest  groups,  and 
agencies  are  doing  their  best  to  pro- 
vide adoption  information  in  their 
local  communities.  But  as  the  tele- 
phone calls  to  my  office  attest,  many 
of  those  interested  in  adoption  do  not 
know  where  to  turn  for  some  of  the 
most  basic  information,  and  are  dis- 
couraged by  the  formidable  barriers  to 
adoption.  A  national  adoption  infor- 
mation clearinghouse  would  collect 
and  disseminate  to  the  American 
public  current  and  complete  informa- 
tion relating  to  all  aspects  of  adoption. 

Mr.  Chairman,  I  know  that  you  are 
well  aware  of  the  importance  of  adop- 
tion since  the  Federal  Adoption  Assist- 
ance and  Foster  Care  Programs  fall 
within  the  jurisdiction  of  the  Finance 
Committee.  I  would  simply  ask  that 
you  give  serious  consideration  to  the 
House  adoption  clearinghouse  provi- 
sion when  you  go  to  conference  on  the 
reconciliation  bill.  I  appreciate  your 
willingness  to  do  so  and  hope  that  you 
and  your  fellow  conferees  will  look  fa- 
vorably on  this  provision. 

Mr.  PACKWOOD.  I  thank  my  col- 
league from  New  Hampshire  for  shar- 
ing his  views  on  the  adoption  clearing- 
house provision  approved  by  the 
House  of  Representatives.  I  am  indeed 
aware  of  the  need  for  more  informa- 
tion about  adoption  and  foster  care  in 
this  country. 

Just  last  week,  when  the  Finance 
Committee  marked  up  H.R.  1868  relat- 
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ing to  Medicare  and  Medicaid  fraud, 
we  included  an  amendment  to  provide 
for  the  collection  of  adoption  and 
foster  care  data  from  the  States.  I  sup- 
ported that  amendment  and  I  can  un- 
derstand your  desire  to  ensure  that 
the  American  people  are  provided  the 
information  they  need  as  soon  as  pos- 
sible. I  would  like  to  assure  my  col- 
league that  when  we  go  to  conference 
on  this  bill  we  will  closely  examine  the 
provision  establishing  a  national  adop- 
tion information  clearinghouse,  and 
will  give  every  consideration  to  includ- 
ing it  in  the  final  conference  agree- 
ment. 

D  2250 

Mr.  ROLLINGS.  Will  the  Senator 
from  New  Mexico  yield? 

Mr.  DOMENICL  Yes,  Mr.  President. 

Mr.  ROLLINGS.  Mr.  President,  the 
good  news  today  is  that,  lo  and  behold. 
Gramm-Rudman-Hollings  is  working. 
At  the  11th  hour,  we  are  poised  to 
pass  another  $14  billion  in  cuts  and 
bring  the  1987  budget  under  $154  bil- 
lion. And  there  is  not  a  man  or  woman 
in  this  Chamber  who  believes  that 
would  have  happened  without  the  dis- 
cipline imposed  by  Gramm-Rudman- 
Hollings. 

To  the  American  people  and  to  the 
Nation's  financial  markets,  Gramm- 
Rudman-Hollings  is  communicating  a 
powerful  message:  That  the  Federal 
Government,  at  long  last,  is  committed 
to  a  strict,  long-term  regimen  of 
budget  discipline.  We  are  meeting  the 
test  for  fiscal  year  1987.  and  we  will 
stick  to  our  guns  in  the  years  that 
follow. 

Consider.  Mr.  President.  what 
Gramm-Rudman-Hollings  has  accom- 
plished in  its  first  year.  Without  G-R- 
H.  the  1986  deficit  would  have  been 
$242  billion.  With  G-R-H,  we  are  now 
looking  at  a  1987  budget  of  $150  bil- 
lion or  less.  That  is  a  1-year  reduction 
of  more  than  $92  billion. 

It  is  a  fact  of  life  here  in  Washing- 
ton that  politicians  don't  see  the  light 
until  they  feel  the  heat.  Well,  Gramm- 
Rudman-Hollings  is  the  heat,  and 
things  stand  to  get  a  lot  warmer  each 
year  until  1991  when  G-R-H  will  bring 
us  a  balanced  budget.  The  specter  of 
automatic,  across-the-board  cuts  and 
sequestration  acts  like  a  Sword  of 
Damocles  over  the  politicians'  heads. 
Congress  and  the  President  have  each 
been  forced  to  accept  sacrifices  in 
their  pet  programs.  The  Senate  has 
economized  on  defense,  the  House  on 
domestic  programs,  and  the  White 
House  in  both  areas.  The  result  is  a 
1987  budget  that  confounds  the  nay- 
sayers  and  offers  genuine  hope  to  ordi- 
nary Americans. 

Concerning  this  reconciliation  pack- 
age, however,  I  must  express  several 
reservations.  The  doctor  ordered  a 
root  canal,  and  what  we  have  here  is  a 
lot  of  drilling  and  filling.  The  reconcil- 
iation package  calls  for  several  billion 


in  loan  asset  sales,  and  that  is  just 
plain  bad  public  policy.  It  is  a  sign  of 
desperation  that  we  are  resorting  to 
this  kind  of  pseudo-budget-cutting. 
Moreover,  loan  asset  sales  offer  1-year 
benefits  only,  and  they  make  next 
year's  budget  goals  all  the  harder  to 
reach. 

Mr.  President,  I  would  commend  the 
original  effort  of  the  distinguished 
Senators  from  New  Mexico  and  Flori- 
da—the chairman  and  ranking  minori- 
ty member  of  the  Budget  Committee, 
respectively— who  put  together  a  rec- 
onciliation package  that  was  all  bread 
and  no  air.  It  called  for  $14  billion  in 
real  cuts,  but  regrettably  was  watered 
down  by  the  House  and  the  adminis- 
tration. 

Nonetheless,  I  intend  to  vote  for  this 
second-best  reconciliation  package  as  a 
package.  It  gets  the  job  done.  It  begins 
to  pay  the  bills. 

Mr.  President,  despite  our  success 
with  instilling  discipline  in  the  1987 
budget,  let  me  emphasize  that  the 
battle  of  the  b'ldget  is  far  from  won. 
The  hardest  choices  still  lie  ahead  of 
us. 

In  recent  days,  we  have  witnessed  a 
teapot  tempest  on  the  subject  of  drug 
abuse.  Fighting  drugs  is  the  perfect, 
no-lose,  mom-and-apple  pie  issue  for 
an  election  year.  And  it  beats  talking 
about  buget  cuts,  deficits,  and  taxes. 
But  let  us  not  forget  the  real  issue 
facing  this  Nation  and  the  next  Con- 
gress. The  American  people  may  have 
a  $110  billion  a  year  illegal  drug  habit. 
But  the  Federal  Government  this  year 
has  a  $224  billion  addiction  to  deficit 
spending  that  is  every  bit  as  dangerous 
to  our  Nation's  future. 

Last  December.  Senators  Gramm  and 
RuDMAN  and  myself  sponsored  our  ver- 
sion of  the  •Just  Say  No!"  campaign. 
And.  so  far.  it  is  working.  But  it  verges 
on  the  hypocritical  for  Congress  to 
preach  and  moralize  about  drug  abuse 
until  we  have  ended  our  own  peculiar 
addiction.  We  cannot  presume  to  talk 
to  American  youth  about  self-disci- 
pline until  we  have  truly  demonstrat- 
ed that  we,  too,  are  capable  of  disci- 
pline. 

To  that  end,  this  fiscal  year  1987 
budget  is  an  important  milestone.  But 
this  is  just  an  initial  skirmish.  The 
truly  bloody  battles  of  the  budget  still 
lie  ahead  of  us. 

In  fiscal  year  1988,  we  must  bring 
the  budget  down  to  $108  billion— at 
least  another  $42  billion  in  cuts 
beyond  what  we  have  achieved  for 
fiscal  year  1987.  And  it  is  sheer  silli- 
ness to  think  budget  cuts  alone  will  do 
it.  Another  $42  billion  in  budget  cuts 
will  either  hurt  the  national  defense 
or  hurt  people,  and  neither  option  is 
acceptable. 

Consider  today's  Federal  budget.  In 
round  numbers,  it  totals  just  over  $1 
trillion:  $300  billion  for  defense,  $300 
billion  for  entitlements  and  $200  bil- 
lion for  interest  costs,  leaving  $200  bil- 


lion for  all  the  rest  of  Government,  in- 
cluding NASA,  highways,  law  enforce- 
ment, and  so  on.  Even  if  you  abolished 
that  last  $200  billion  for  all  the  rest  of 
Government,  you'd  still  be  left  with  a 
deficit  of  nearly  $30  billion.  Clearly, 
spending  and  revenues  are  grossly  out 
of  balance,  and  Federal  spending  is 
out  of  control. 

The  point,  Mr.  President,  is  this:  If 
Congress  and  the  President— Demo- 
crats and  Republicians  alike— agree 
that  we  need  a  trillion-dollar  Govern- 
ment, then  we  are  going  to  have  to 
pony  up  the  trillion  dollars  to  pay  for 
it.  Ordinary  citizens  have  to  pay  their 
bills  each  month,  and  so  should  we.  In- 
evitably, that  is  going  to  entail  adjust- 
ments on  the  revenue  side. 

That  said,  we  should  be  allowed  to 
savor  this  limited  victory  on  the  1987 
budget.  It  is  a  major  step  in  the  right 
direction. 

AMENDMENT  NO.  2859 

Mr.  DOMENICI.  Mr.  President,  I 
send  an  amendment  to  the  desk  for 
myself  and  Mr.  Chiles.  This  is  a  tech- 
nical amendment  to  the  small  business 
section  of  this  bill.  It  has  been  cleared 
with  the  staff  of  the  Small  Business 
Committee  in  the  Senate.  As  a  matter 
of  fact,  they  asked  us  to  do  this.  It 
does  not  in  any  way  affect  the  bill  in 
terms  of  its  effectiveness.  I  ask  for  its 
immediate  consideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  New  Mexico  [Mr.  Do- 
MENicil  for  himself  and  Mr.  Chiles,  pro- 
poses an  amendment  numbered  2859. 

Mr.  DOMENICI.  I  ask  unanimous 
consent  that  the  reading  of  the 
amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

Beginning  on  page  19.  line  23  of  the  pend- 
ing amendment,  strike  all  through  page  20. 
line  3,  and  insert  in  lieu  thereof  the  follow- 
ing: 'Beginning  on  page  191.  line  1.  strike  all 
through  page  192,  line  12,  and  insert  in  lieu 
thereof  the  following: 

TITLE  IX-COMMITTEE  ON  SMALL 
BUSINESS 

PILOT  LOAN  ASSET  SALE 

Sec.  901.  Title  V  of  the  Small  Business  In- 
vestment Act  of  1958  is  amended  by  adding 
at  the  end  thereof  the  following  new  sec- 
tion: 

•'Sec.  506.  (a)  Except  as  provided  in  sub- 
section (c).  notwithstanding  any  law,  rule, 
or  regulation,  the  Secretary  of  the  Treasury 
shall  sell  to  the  public,  by  private  placement 
or  otherwise  as  the  Secretary  determines  to 
be  appropriate,  all  of  the  right,  title,  and  in- 
terest in  debentures  issued  pursuant  to  sec- 
tion 503  of  this  title  and  held  by  the  Federal 
Financing  Bank  in  such  amounts  as  to  real- 
ize net  proceeds  of— 

(1)  $343,000,000  from  such  sales  during 
fiscal  year  1987: 

(2)  $55,000,000  from  such  sales  during 
fiscal  year  1988:  and 
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••(3)  $14,000,000  from  such  sales  during 
fiscal  year  1989. 

•■<b)  Simultaneously  with  the  sale  referred 
to  in  subsection  (a),  the  Administration 
shall  assign  all  of  its  interest  in  notes,  mort- 
gages, guarantees,  security  interest,  or  other 
Interest  in  underlying  collateral  supporting 
any  debenture  sold  pursuant  to  this  section 
to  the  purchaser  of  such  interest. 

"(c)  Any  sales  by  the  Secretary  under  this 
section  shall  be  on  a  nonrecourse  basis  to 
the  Federal  Government  and  shall  provide 
that  for  purposes  of  disbursements,  collec- 
tions, and  payments  of  receipts  to  purchas- 
ers the  companies  certified  under  section 
503  of  this  title  shall  continue  to  have  the 
right  to  service  the  loans  underlying  such 
debentures. 

"(d)  In  the  event  of  default  on  a  deben- 
ture, the  liability  of  the  relevant  certified 
development  company  shall  be  limited  to  all 
payments  made  by  the  small  business  con- 
cern to  the  certified  development  company 
and  the  col.ateral  securing  the  defaulted 
loan. 

"(e)  With  the  sale  of  each  debenture  as 
specified  in  sut>section  (a),  the  Administra- 
tion's guarantee  of  timely  payment  of  prin- 
cipal and  interest  on  the  debenture  will  be 
deemed  discharged.  The  Administration 
shall  incur  no  liability  or  obligation  to  the 
Secretary  or  the  Federal  Financing  Bank  in 
connection  with  any  sale  of  a  debenture 
under  this  section.". 

Sec.  902.  In  order  to  achieve  the  budget 
savings  specified  in  the  amendment  made  by 
section  901  of  this  Act,  neither  the  Secre- 
tary of  the  Treasury  nor  the  Administration 
shall  sell  any  loans,  portions  of  loans,  or 
notes  or  debentures  guaranteed  by  the  Ad- 
ministration pursuant  either  to  the  Small 
Business  Act  or  the  Small  Business  Invest- 
ment Act  of  1958  except  those  specified  in 
the  amendment  made  by  section  901.  except 
that  this  section  shall  not  apply  to  the  sale 
of  debentures  or  other  securities  provided 
for  in  sections  321  and  504  of  the  Small 
Business  Investment  Act  of  1958. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend- 
ment. 

The  amendment  (No.  2859)  was 
agreed  to. 

Amendment  No.  2860 
(Purpose:  To  deny  foreign  tax  credits,  and 
income  tax  deferral  on  income,  attributa- 
ble to  activities  conducted  in  foreign  coun- 
tries with  which  the  United  States  does 
not  conduct  diplomatic  relations  or  which 
repeatedly  provide  support  for  acts  of 
international  terrorism) 

Amendment  No.  2861 
(Purpose:  To  ensure  that  Food  for  Peace 
funds  not  yet  obligated  shall  be  expended 
for  the  intended  purposes) 

Amendment  No.  2862 
(Purpose:  To  provide  for  appropriate  reim- 
bursement to  large  rural  hospitals  that 
serve     a     significantly     disprot>ortionate 
number  of  low-income  patients) 

Mr.  DOMENICI.  Mr.  President.  I 
have  been  asked  by  Senators  Leahy, 
Grassley,  and  Stennis  to  submit 
amendments  in  their  behalf.  I  submit 
them  en  bloc.  E^h  is  accompanied  by 
their  statement.  These  amendments 
have  been  approved  on  both  sides  by 
both  managers,  the  chairman  and 
ranking  member  of  each  authorizing 


committee  that  has  jurisdiction  over 
them.  They  do  not  contain  extraneous 
matter  to  the  pending  amendment  and 
will  have  no  adverse  effect  and  are  ac- 
ceptable. 

I  send  them  to  the  desk  and  ask  that 
they  be  considered  en  bloc. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  request?  With- 
out objection,  it  is  so  ordered. 

The  amendments  will  be  stated  en 
bloc. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  New  Mexico  [Mr.  Do- 
MENici].  for  Mr.  Leahy.  Mr.  Grassley,  Mr. 
Stennis.  and  others  purposes  amendments 
numbered  2860,  2861.  and  2862. 

The  amendments  are  as  follows: 
At  the  appropriate  place  in  the  Commit- 
tee amendment,  insert  the  following: 

SEC.  .  DENIAL  OF  CERTAIN  TAX  BENEFITS  WITH 
RESPECT  TO  ACTIVITIES  IN  CERTAIN 
FOREIGN  COl  NTRIES. 

(a)  Denial  of  Foreign  Tax  Credit.— Sec- 
tion 901  (relating  to  taxes  of  foreign  coun- 
tries and  of  possessions  of  the  United 
States)  is  amended  by  redesignating  subsec- 
tion (i)  as  subsection  (j)  and  by  inserting 
after  subsection  (h)  the  following  new  sub- 
section: 

"(i)  Denial  of  Foreign  Tax  Credit.  Etc 
With  Respect  to  Certain  Foreign  Coun- 
tries.— 

"(1)  In  general.— Notwithstanding  any 
other  provision  of  this  part— 

'•(A)  no  credit  shall  be  allowed  under  sub- 
section (a)  for  any  income,  war  profits,  or 
excess  profits  taxes  paid  or  accrued  (or 
deemed  paid  under  section  902  or  960) 
during  the  taxable  year  to  any  country  to 
which  this  subsection  applies,  and 

"(B)  subsections  (a),  (b),  and  (c)  of  section 
904  and  sections  902  and  960  shall  be  ap- 
plied separately  with  respect  to  income  for 
such  taxable  year  from  sources  within  any 
country  so  identified. 

"(2)  Countries  to  which  subsection  ap- 
plies.— 

"(A)  In  general.— This  subsection  shall 
apply  to  any  foreign  country- 

"(i)  the  government  of  which  the  United 
States  does  not  recognize,  unless  such  gov- 
ernment is  otherwise  eligible  to  purchase 
defense  articles  or  services  under  the  Arms 
Export  Control  Act, 

"(ii)  with  respect  to  which  the  United 
States  has  severed  diplomatic  relations, 

"(iii)  with  respect  to  which  the  United 
States  has  not  severed  diplomatic  relations 
but  does  not  conduct  such  relations,  or 

"(iv)  which  the  Secretary  of  State  has. 
pursuant  to  section  6(j)  of  the  Export  Ad- 
ministration Act  of  1979,  as  amended,  desig- 
nated as  a  foreign  country  which  repeatedly 
provides  support  for  acts  of  international 
terrorisms. 

"(B)  Period  for  which  subsection  ap- 
plies.—This  subsection  shall  apply  to  any 
foreign  country  described  in  subparagraph 
(A)  during  the  period— 

'■(i)  beginning  on  the  later  of— 

"(I)  January  1.  1987,  or 

"(II)  6  months  after  such  country  becomes 
a  country  described  in  subparagraph  (A), 
and 

"(ii)  ending  on  the  date  the  Secretary  of 
State  certifies  to  the  Secretary  of  the  Treas- 
ury that  such  country  is  no  longer  described 
in  subparagraph  (A). 

"(3)  Part-year  rule.— If  this  subsection 
applies    to    any    foreign    country    for    any 


period  less  than  an  entire  taxable  year, 
paragraph  (1)  shall  be  applied  by  taking 
into  account  only  that  proportion  ot  the 
taxes  and  income  described  in  paragraph  ( 1 ) 
for  the  taxable  year  as  the  portion  of  the 
taxable  year  which  includes  such  period 
bears  to  the  entire  taxable  year." 

(b)  Denial  of  Deferral  of  Income.— 

(1)  General  rule.— Section  952(a)  (defin- 
ing subpart  F  income)  is  amended  by  strik- 
ing out  "and"  at  the  end  of  paragraph  (3), 
by  striking  out  the  period  at  the  end  of 
paragraph  (4)  and  inserting  in  lieu  thereof 
".  and",  and  by  inserting  immediately  after 
paragraph  (4)  the  following  new  paragraph: 

"(5)  the  income  of  such  corporation  de- 
rived from  any  foreign  country  during  any 
period  during  which  section  904(  i )  applies  to 
such  foreign  country." 

(2)  Income  derived  from  foreign  coun- 
try.—Section  952  (defining  subpart  P 
income)  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"(e)  Income  Derived  Prom  Foreign  Coun- 
try.—The  Secretary  shall  prescribe  such 
regulations  as  may  be  necessary  or  appropri- 
ate to  carry  out  the  purposes  of  subsection 
(a)(5),  including  regulations  which  treat 
income  paid  through  1  or  more  entities  as 
derived  from  a  foreign  country  to  which  sec- 
tion 904(i)  applies  if  such  income  was,  with- 
out regard  to  such  entities,  derived  from 
such  country." 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on 
January  1.  1987. 

antiterrorism 

Mr.  GRASSLEY.  Mr.  President,  I 
am  offering  this  amendment  to  deny 
foreign  tax  credits  to  companies  oper- 
ating in  terrorist  countries,  or  coun- 
tries that  the  United  States  does  not 
recognize  or  has  severed  diplomatic  re- 
lations, or  countries  with  which  the 
United  States  does  not  conduct  rela- 
tions. 

Mr.  President,  this  measure  has  al- 
ready passed  the  Senate  by  unanimous 
consent  as  an  amendment  to  the  debt 
ceiling.  Therefore,  the  Senate  has  de- 
termined that  our  tax  policy  should 
conform  with  our  foreign  policy,  and 
that  American  taxpayers  should  not 
be  indirectly  subsidizing  terrorist 
countries  or  nations  whose  conduct  is 
contrary  to  the  interests  of  the  United 
States. 

In  addition,  this  amendment  is  ex- 
pected to  raise  over  $100  million  over  a 
5-year  period  for  the  Federal  Govern- 
ment. In  this  age  of  annual  budget 
deficits,  every  dollar  counts,  and  it  is 
this  Senator's  opinion  that  the  Ameri- 
can people  should  be  given  $100  mil- 
lion rather  than  those  that  directly 
subsidize  terrorism,  or  those  nations 
that  directly  support  terrorism. 

Therefore.  I  urge  my  colleagues  to 
join  me  and  my  fellow  cosponsors. 
Senators  Lautenberg.  D'Amato.  Prox- 
MiRE.  Denton.  Dole.  Mattingly, 
Harkin,  Chiles,  DeConcini,  Housings, 
and  Hawkins  in  this  vote  against  ter- 
rorism. 

I  ask  unanimous  consent  that  the 
amendment  be  adopted. 

Mr.  CHILES.  Mr.  President.  I  rise  in 
support  of  this  amendment.  It  would 
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eliminate  an  inconsistency  which  cur- 
rently exists  between  our  foreign 
policy  and  our  tax  policy. 

This  amendment  would  eliminate 
tax  breaks  which  are  currently  avail- 
able to  U.S.  companies  doing  business 
with  illegitimate  governments.  It  ter- 
minates a  situation  where  our  Govern- 
ment's foreign  policy  is  undermined  by 
a  business  as  usual  attitude  from  our 
corporations. 

To  show  displeasure  with  foreign 
governments,  the  State  Department 
divides  countries  into  several  groups. 
They  refuse  to  recognize  Albania, 
Angola,  Mongolia,  and  North  Korea. 
We  have  severed  relations  with  Cuba, 
Iran,  South  Yemen,  Vietnam,  and 
Iran.  And  we  recognize  as  sponsors  of 
terrorism,  Libya,  Syria,  and  Nicaragua. 

To  allow  tax  credits  to  companies 
that  do  business  in  these  countries 
does  not  make  sense.  We  cannot 
convey  one  message  with  our  tax 
policy  and  another  from  the  State  De- 
partment. 

By  repealing  the  foreign  tax  credit, 
U.S.  companies  would  no  longer  be 
able  to  credit,  dollar  for  dollar,  all 
income  taxes  paid  to  any  of  these  gov- 
ernments. The  tax  revenues  help  sup- 
port the  Governments  of  Syria  and 
Angola,  and  this  is  clearly  not  a  policy 
we  should  approve.  Denying  these  tax 
credits  also  raises  further  revenue  for 
the  Government. 

Mr.  President,  this  amendment 
rights  a  previous  wrong.  We  cannot 
support  a  policy  which  takes  with  the 
one  hand  only  to  give  with  the  other. 

AMENDMENT  NO.  2861 

At  the  appropriate  place,  add  a  new  sec- 
tion as  follows: 

Sec.  .  Funds  made  available  by  title  IV 
of  the  Agriculture,  Rural  Development,  and 
Related  Agencies  Appropriations  Act  of 
1986  for  Public  Law  480,  title  II  programs, 
and  not  otherwise  obligated  on  the  date  of 
enactment  of  this  section,  shall  be  obligated 
during  fiscal  year  1986  for  the  purposes  for 
which  they  were  made  available  only. 

Mr.  LEAHY.  Mr.  President,  we  have 
received  disburbing  reports  that  the 
administration  has  again  locked  up 
the  funding  for  Food  for  Peace  Pro- 
gram shipments  for  the  remainder  of 
this  fiscal  year;  $50  million  remains  in 
the  title  II,  food  donation  account 
which  Congress  appropriated  for  over- 
seas humanitarian  use.  The  funds 
were  previously  budgeted  and  appro- 
priated—for fiscal  year  1986.  The 
amendment  requires  that  the  adminis- 
tration use  the  funds  as  intended. 

This  is  the  second  time  this  sununer 
the  administration,  without  public  an- 
nouncement, halted  new  obligations  of 
food  aid.  The  last  time,  following  pro- 
tests by  Congress,  the  hold  was  tempo- 
rarily lifted. 

This  time,  we  are  dangerously  close 
to  the  end  of  the  fiscal  year.  If  the 
Senate  does  not  take  immediate  action 
to  mandate  the  use  of  the  remaining 
funds,  we  will  be  cutting  our  commodi- 
ty exports  by  $50  million. 


At  a  time  of  crisis  for  many  Ameri- 
can farmers,  our  surplus  commodity 
levels  have  reached  record  propor- 
tions. While  substantial  hunger  and 
need  exists  overseas,  we  are  spending 
close  to  $2  billion  to  store  surplus 
stocks  in  the  United  States. 

Common  sense  says  that  this  is  not 
the  time  to  let  our  Food  for  Peace  Pro- 
gram lapse.  Farmers,  commodity 
groups,  and  shipppers  say,  we  have  the 
food,  we  can't  even  find  a  place  to 
store  it— this  is  not  the  time  to  let  our 
Food  for  Peace  Program  lapse.  We  will 
continue  to  see  hunger  and  need  in  de- 
veloping countries— for  the  sake  of  hu- 
manity, this  is  not  the  time  to  let  our 
Food  for  Peace  Program  lapse. 

Supporting  this  amendment  protects 
program  funding  vital  to  ongoing  over- 
seas food  assistance.  This  amendment 
effectively  uses  U.S.  agriculture  prod- 
ucts that  are  currently  in  surplus. 

I  urge  my  colleagues  to  support  this 
effort  to  ensure  that  funds  appropri- 
ated for  food  aid  are  used  for  that  pur- 
pose. 

AMENDMENT  NO.  2862 

At  the  appropriate  place  in  the  bill,  add 
the  following  new  section: 

SEC.  .  MEDICARE  PAYMENTS  TO  LARGE  RURAL 
HOSPITALS  SERVING  A  DISPROPOR- 
TIONATE SHARE  OF  LOW-INCOME  PA- 
TIENTS. 

(a)  In  General.— Section  1886(d)(5)(P)(v) 
of  the  Social  Security  Act  (42  U.S.C. 
1395ww(d)(5)(F)(v))  is  amended— 

(1)  by  striking  "or"  at  the  end  of  sub- 
clause (II),  and 

(2)  by  striking  subclause  (III)  and  insert- 
ing in  lieu  thereof  the  following  new  sub- 
clauses: 

"(III)  such  percentages  as  are  determined 
by  the  Secretary  to  be  appropriate  for  hos- 
pitals located  in  a  rural  area  which  have  300 
or  more  beds,  or 

"(iv)  45  percent  if  the  hospital  is  located 
in  a  rural  area  and  has  less  than  300  beds." 

(b)  Conforming  Change.— Section 
1886(d)(5)(P)(iv)  of  such  Act  is  amended- 

(1)  In  subclause  (I)  by  inserting  ",  or  is  lo- 
cated in  a  rural  area  and  has  300  or  more 
beds,"  after  "beds,",  and 

(2)  in  subclause  (III)  by  inserting  "and  has 
less  than  300  beds"  after  "area". 

(c)  ErrecTivE  Date.— The  amendments 
made  by  this  section  shall  apply  to  dis- 
charges occurring  on  or  after  October  1, 
1986. 

Mr.  DOMENICI.  Mr.  President,  I  am 
offering  this  amendment  on  behalf  of 
Senator  Stennis  and  Senator  Cochran 
which  has  been  cleared  on  both  sides 
of  the  aisle.  The  amendment  would 
give  the  Secretary  of  Health  and 
Human  Services  discretion  in  deter- 
mining appropriate  Medicare  reim- 
bursement for  certain  large  hospitals 
in  rural  aresis. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend- 
ments en  bloc. 

The  amendments  (Nos.  2860,  2861, 
and  2862)  were  agreed  to  en  bloc. 

Mr.  DOMENICI.  I  move  to  reconsid- 
er the  vote  by  which  the  amendments 
were  agreed  to  en  bloc. 


Mr.  CHILES.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  DOMENICI.  Mr.  President,  I 
yield  the  floor. 

Mr.  CHILES.  Mr.  President,  I  yield  1 
minute  to  the  Senator  from  Washing- 
ton. 

AMENDMENT  NO.  2863 

(Purjwse:  To  provide  protections  for  certain 
retirement  benefits) 

Mr.  GORTON.  Mr.  President,  I  send 
an  amendment  to  the  desk  and  ask  for 
its  immediate  consideration." 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated.  The  assist- 
ant legislative  clerk  read  as  follows: 

The  Senator  from  Wi^hington  [Mr. 
Gorton]  for  himself  and  Mr.  Rollings,  Mr. 

GRASSLEY,    Mr.     MOYNIHAN,    Mr.     DOMENICI, 

Mr.  Mattingly,  and  others  proposes  an 
amendment  numbered  2863. 

Mr.  GORTON.  I  ask  unanimous  con- 
sent that  further  reading  be  dispensed 
with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

At  the  end  of  the  bill,  add  the  following 
new  title: 

TITLE       — MISCELLA.NEOL'S  RETIREMENT 

BENEFITS  PROTECTIONS 

Subtitle  A — Protections  From  Extraordinary 

Public  Debt  Management 

SEC.  01.  INVESTMENT  AND  RESTORATION  OF  TRUST 
FUNDS. 

(a)  In  General.— Subsection  (d)  of  section 
201  of  the  Social  Security  Act  (42  U.S.C. 
401(d))  is  amended— 

(1)  by  striking  out  "(1)  on  original  issue" 
and  inserting  in  lieu  thereof  "(A)  on  original 
issue", 

(2)  by  striking  out  "(2)  by  purchase"  and 
Inserting  in  lieu  thereof  "(B)  by  purchase"; 

(3)  by  striking  out  "It  shall  be"  and  insert- 
ing in  lieu  thereof  "( 1 )  It  shall  be",  and 

(4)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraphs: 

"(2)  If- 

"(A)  any  amounts  in  the  Trust  Funds 
have  not  been  invested  solely  by  reason  of 
the  public  debt  limit,  and 

"(B)  the  taxes  described  In  clause  (3)  or 
(4)  of  subsection  (a)  with  respect  to  which 
such  amounts  were  appropriated  to  the 
Trust  Funds  have  actually  been  received 
into  the  general  fund  of  the  Treasury  of  the 
United  States, 

such  amounts  shall  be  invested  by  the  Man- 
aging Trustee  as  soon  as  such  investments 
can  be  made  without  exceeding  the  public 
debt  limit  and  without  Jeopardizing  the 
timely  payment  of  benefits  under  this  title 
or  under  any  other  provision  of  law  directly 
related  to  the  programs  established  by  this 
title. 

■(3KA)  Upon  expiration  of  any  debt  limit 
impact  period,  the  Managing  Trustee  shall 
immediately- 

"(i)  reissue  to  each  of  the  Trust  Funds  ob- 
ligations under  chapter  31  of  title  31,  United 
SUtes  Code,  that  are  identical,  with  respect 
to  interest  rate  and  maturity,  to  public  debt 
obligations  held  by  such  Trust  Fund  that— 

"(I)  were  redeemed  during  the  debt  limit 
impact  period,  and 

"(II)  as  determined  by  the  Managing 
Trustee  on  the  basis  of  standard  investment 
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procedures  for  such  Trust  Fund  in  effect  on 
the  day  before  the  date  on  which  the  debt 
limit  impact  period  began,  would  not  have 
been  redeemed  if  the  debt  limit  impact 
period  had  not  occurred,  smd 

"(ii)  Issue  to  each  of  the  Trust  Poinds  obli- 
gations under  chapter  31  of  title  31.  United 
States  Code,  that  are  identical,  with  respect 
to  interest  rate  and  maturity,  to  public  debt 
obligations  which— 

"(I)  were  not  issued  during  the  debt  limit 
Impact  period,  and 

"(II)  as  determined  by  the  Managing 
Trustee  on  the  basis  of  such  standard  in- 
vestment procedures,  would  have  been 
issued  if  the  debt  limit  impact  period  had 
not  occurred. 

"(B)  Obligations  issued  or  reissued  under 
subparagraph  (A)  shall  be  substituted  for 
obligations  that  are  held  by  the  Trust  Fund, 
and  for  amounts  in  the  Trust  Fund  that 
have  not  been  invested,  on  the  date  on 
which  the  debt  limit  impact  period  ends  in  a 
manner  that  will  ensure  that,  after  such 
substitution,  the  holdings  of  the  Trust  Fund 
will  replicate  to  the  maximum  extent  practi- 
cable the  obligations  that  would  be  held  by 
such  Trust  Fund  if  the  debt  limit  impact 
period  had  not  occurred. 

"(C)  In  determining,  for  purposes  of  this 
paragraph,  the  obligations  that  would  be 
held  by  a  Trust  Fund  if  the  debt  limit 
impact  period  had  not  occurred,  any 
amounts  in  the  Trust  Fund  which  have  not 
been  invested,  and  any  amounts  required  to 
be  invested  under  paragraph  (2),  shall  be 
treated  as  amounts  which  were  required  to 
be  invested  upon  transfer  to  the  Trust 
Fund. 

"(4)  The  Managing  Trustee  shall  pay,  on 
the  first  normal  interest  payment  date  that 
occurs  on  or  after  the  date  on  which  any 
debt  limit  impact  period  ends,  to  each  of  the 
Trust  Funds,  from  amounts  in  the  general 
fund  of  the  Treasury  of  the  United  States 
not  otherwise  appropriated,  an  amount  de- 
termined by  the  Managing  Trustee  to  be 
equal  to  the  excess  of— 

"(A)  the  net  amount  of  interest  that 
would  have  been  earned  by  such  Trust  Fund 
during  such  debt  limit  impact  period  if— 

"(i)  amounts  in  such  Trust  Fund  that 
were  not  invested  during  such  debt  limit 
impact  period  solely  by  reason  of  the  public 
debt  limit  had  been  invested,  and 

•(ii)  redemptions  and  disinvestments  with 
respect  to  such  Trust  Fund  which  occurred 
during  such  debt  limit  impact  period  solely 
by  reason  of  the  public  debt  limit  had  not 
occurred,  over 
"(B)  the  sum  of— 

"(i)  the  net  amount  of  interest  actually 
earned  by  such  Trust  Fund  during  such 
debt  limit  impact  period,  plus 

"(ii)  the  total  amount  of  the  principal  of 
all  obligations  issued  or  reissued  under  para- 
graph (3)(A)  at  the  end  of  such  debt  limit 
impact  period  that  is  attributable  to  interest 
that  would  have  been  earned  by  such  Trust 
Fund  during  such  debt  limit  impact  period 
but  for  the  public  debt  limit. 
"(5)  For  purposes  of  this  section— 
"(A)  The  term  'public  debt  limit'  means 
the  limitation  imposed  by  subsection  (b)  of 
section  3101  of  title  31.  United  States  Code. 
"(B)  The  term  'debt  limit  impact  period" 
means  any  period  for  which  the  Secretary 
of  the  Treasury  determines  that  the  issu- 
ance of  obligations  of  the  United  States  suf- 
ficient to  orderly  conduct  the  financial  op- 
erations of  the  United  States  may  not  be 
made  without  exceeding  the  public  debt 
limit.". 

(b)  Availability  of  Funds.— Subsection 
(a)  of  section  201  of  the  Social  Security  Act 


is  amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "All  amounts  so 
transferred  shall  be  immediately  available 
exclusively  for  the  purpose  for  which 
amounts  in  the  Trust  Fund  are  specifically 
made  available  under  this  title  or  under  any 
other  provisions  of  law  directly  related  to 
the  programs  established  by  thL«  title.". 

SEC.  02.  CIVIL  SERVICE  RETIREMENT  AND  DISABIL- 
ITY FIND. 

(a)  Investment  and  Restoration  or  the 
Fund.- Section  8348  of  title  5,  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  subsection: 

"(j)(l)  Notwithstanding  subsection  (c)  of 
this  section,  the  Secretary  of  the  Treasury 
may  suspend  additional  investment  of 
amounts  in  the  F^ind  if  necessary  to  ensure 
that  the  public  debt  of  the  United  States 
does  not  exceed  the  public  debt  limit. 

"(2)  Any  amounts  in  the  Fund  which, 
solely  by  reason  of  the  public  debt  limit,  are 
not  invested  shall  be  invested  by  the  Secre- 
tary of  the  Treasury  as  soon  as  such  invest- 
ments can  be  made  without  exceeding  the 
public  debt  limit. 

"(3)  Upon  expiration  of  the  debt  issuance 
suspension  period,  the  Secretary  of  the 
Treasury  shall  immediately  issue  to  the 
FHind  obligations  under  chapter  31  of  title 
31  that  (notwithstanding  subsection  (d)  of 
this  section)  bear  such  interest  rates  and 
maturity  dates  as  are  necessary  to  ensure 
that,  after  such  obligations  are  issued,  the 
holdings  of  the  Fund  will  replicate  to  the 
maximum  extent  practicable  the  obligations 
that  would  be  held  by  the  Fund  if  the  debt 
issuance  suspension  period  had  not  oc- 
curred. 

•■(4)  On  the  first  normal  interest  payment 
date  after  the  expiration  of  any  debt  i.ssu- 
ance  suspension  period,  the  Secretary  of  the 
Treasury  shall  pay  to  the  Fund,  from 
amounts  in  the  general  fund  of  the  Treas- 
ury of  the  United  States  not  otherwise  ap- 
propriated, an  amount  determined  by  the 
Secretary  to  be  equal  to  the  excess  of— 

■(A)  the  net  amount  of  interest  that 
would  have  been  earned  by  the  Fund  during 
such  debt  issuance  suspension  period  if— 

"(i)  amounts  in  the  Fund  that  were  not  in- 
vested during  such  debt  issuance  suspension 
period  solely  by  reason  of  the  public  debt 
limit  had  been  invested,  and 

■'(ii)  redemptions  and  disinvestments  with 
respect  to  the  Fund  which  occurred  during 
such  debt  issuance  suspension  period  solely 
by  reason  of  the  public  debt  limit  had  not 
occurred,  over 

•(B)  the  net  amount  of  interest  actually 
earned  by  the  Fund  during  such  debt  issu- 
ance suspension  period. 

"(5)  For  purposes  of  this  subsection  and 
subsections  (k)  and  (1)  of  this  section— 

"(A)  the  term  public  debt  limit'  means 
the  limitation  imposed  by  section  3101(b)  of 
title  31:  and 

"(B)  the  term  'debt  issuance  suspension 
period'  means  any  period  for  which  the  Sec- 
retary of  the  Treasury  determines  that  the 
issuance  of  obligations  of  the  United  States 
sufficient  to  orderly  conduct  the  financial 
operations  of  the  United  States  may  not  be 
made  without  exceeding  the  public  debt 
limit.". 

(b)  Sales  and  Redemptions  by  the  Fund.— 
Section  8348  of  title  5,  United  States  Code, 
as  amended  by  subsection  (a),  is  further 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"(li)  The  Secretary  of  the  Treasury  may 
sell  or  redeem  securities,  obligations,  or 
other  invested  assets  of  the  Fund  only  for 
the  purpose  of  enabling  the  Fund  to  make 


payments  authorized  by  the  provisions  of 
this  subchapter  or  chapter  84  of  this  title  or 
related  provisions  of  law.  If  the  Fund  holds 
any  amounts  which,  by  reason  of  the  public 
debt  limit,  are  not  invested,  the  Secretary 
may  nevertheless  make  such  sales  and  re- 
demptions if,  and  only  to  the  extent,  neces- 
sary to  ensure  that  such  payments  are  made 
in  a  timely  manner.". 

(c)  Reports  Regarding  the  Operation  and 
Status  of  the  Fund.— Section  8348  of  title  5, 
United  States  Code,  as  amended  by  subsec- 
tions (a)  and  (b),  is  further  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(1)(1)  The  Secretary  of  the  Treasury 
shall  report  to  Congress  on  the  operation 
and  status  of  the  Fund  during  each  debt  is- 
suance suspension  period  for  which  the  Sec- 
retary is  required  to  take  action  under  para- 
graph (3)  or  (4)  of  subsection  (j)  of  this  sec- 
tion. The  report  shall  be  submitted  as  soon 
as  possible  after  the  expiration  of  such 
period,  but  not  later  than  the  date  that  is  30 
days  after  the  first  normal  interest  payment 
date  occurring  after  the  expiration  of  such 
period.  The  Secretary  shall  concurrently 
transmit  a  copy  of  such  report  to  the  Comp- 
troller General  of  the  United  States. 

•■(2)  Whenever  the  Secretary  of  the  Treas- 
ury determines  that,  by  reason  of  the  public 
debt  limit,  the  Secretary  will  be  unable  to 
fully  comply  with  the  requirements  of  sub- 
section (c)  of  this  section,  the  Secretary 
shall  immediately  notify  Congress  of  the  de- 
termination. The  notification  shall  be  made 
in  writing.". 

SEC.    03.   ('()ST-()F-LIVIN(i    ADJISTMENTS    IN   CER- 
TAIN FEDERAL  BENEFITS. 

(a)  In  General.— Benefits  which  are  pay- 
able in  calendar  year  1987.  1988,  1989.  1990. 
or  1991.  under  programs  listed  in  section 
257(1  )(A)  of  the  Balanced  Budget  and  Emer- 
gency Deficit  Control  Act  of  1985  (Public 
Law  99-177).  including  any  cost-of-living  ad- 
justment in  such  benefits,  shall  not  be  sub- 
ject to  modification,  suspension,  or  reduc- 
tion in  such  calendar  year  pursuant  to  a 
Presidential  order  issued  under  such  Act. 

(b)  Definition.— For  purposes  of  this  sec- 
tion, the  term  "cost-of-living  adjustment" 
means  any  increase  or  change  in  the 
amount  of  a  benefit  or  in  standards  relating 
to  such  benefit  under  any  provision  of  Fed- 
eral law  which  requires  such  increase  or 
change  as  a  result  of  any  change  in  the  Con- 
sumer Price  Index  (or  any  component  there- 
of) or  any  other  index  which  measures 
costs,  prices,  or  wages. 

SEC.  04.  EXEMPT  PRtKiRAMS  AND  ACTIVITIES. 

(a)  In  General.— Section  255(g)(1)  of  the 
Balanced  Budget  and  Emergency  Deficit 
Control  Act  of  1985  (2  U.S.C.  905(g)(1))  is 
amended  by  inserting  after  the  item  relat- 
ing to  Compensation  of  the  President  the 
following  new  item: 

"Dual  benefits  payments  account  (60- 
0111-0-1-601):". 

(b)  Application.— The  amendment  made 
by  subsection  (a)  shall  apply  to  fiscal  years 
beginning  after  September  30,  1986. 

Subtitle  B — Older  Americans  Pension  Benents 

SEC.    10.    BENEFIT    ACCRUAL    BEFORE    MAXIMUM 
NORMAL  RETIREMENT  BENEFIT. 

Section  4(f)  of  the  Age  Discrimination  in 
Employment  Act  of  1967  (29  U.S.C.  623(f)) 
is  amended— 

(1)  by  inserting  "(1)""  after  the  subsection 
designation; 

(2)  by  redesignating  paragraphs  (1) 
through  (3)  as  subparagraphs  (A)  through 
(C),  respectively: 
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(3)  in  subparagraph  (B)  (as  so  redesignat- 
ed)— 

(A)  by  striking  out  "and"  after  "hire  any 
individual.":  and 

(B)  by  inserting  before  the  semicolon  at 
the  end  thereof  a  comma  and  "and  no  em- 
ployee benefit  plan  shall  require  or  permit 
the  suspension  of  an  employee's  benefit  ac- 
crual, or  the  reduction  of  the  rate  of  an  em- 
ployee's benefit  accrual,  because  of  age 
before  accruing  the  maximum  normal  re- 
tirement benefit  under  the  plan  unless  the 
plan  is  a  defined  benefit  pension  plan  that 
provides  that  the  employee's  retirement 
benefit  is  actuarially  increased  to  reflect  a 
retirement  date  that  occurs  after  the  month 
in  which  the  employee  attains  the  normal 
retirement  age  under  the  plan  ";  and 

(4)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(2)  Nothing  in  this  section  shall  be  con- 
strued to  prohibit  an  employer,  employment 
agency,  or  labor  organization  from  observ- 
ing the  terms  of  an  employee  benefit  plan 
that— 

"(A)  excludes  from  participation  (on  the 
basis  of  age)  employees  who  have  attained  a 
specified  age  in  accordance  with  section 
202(a)(2)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  (29  U.S.C. 
1052(a)(2));  or 

"(B)  imposes  a  limitation  on  the  benefits 
that  the  plan  provides  or  on  the  number  of 
years  of  service  or  years  of  participation 
that  the  plan  recognizes  with  respect  to  an 
employee.". 

SEC.  n.  BENEFIT  ACCRUAL  BEYOND  NORMAL  RE- 
TIREMENT ACE. 

(a)  ERISA  Amendments.— 

(1)  In  general.— Subsection  (a)  of  section 
204  of  the  Employee  Retirement  Income  Se- 
curity Act  of  1974  (29  U.S.C.  1054(a))  is 
amended  to  read  as  follows: 

'(a)  Each  pension  plan  shall  satisfy  the 
requirements  of  subsection  (b)(3),  and— 

"(1)  in  the  case  of  a  defined  benefit  plan, 
shall  satisfy  the  requirements  of  subsection 
(b)(1):  and 

"(2)  in  the  case  of  a  defined  contribution 
plan,  shall  satisfy  the  requirements  of  sub- 
section (b)(2).". 

(2)  Detined  benefit  PLANS.— Section 
204(b)(1)  of  such  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  sub- 
paragraph: 

"(HXi)  Notwithstanding  the  preceding 
subparagraphs,  a  defined  benefit  plan  shall 
be  treated  as  not  satisfying  the  require- 
ments of  this  paragraph  if,  under  the  terms 
of  the  plan,  an  employee's  benefit  accrual  is 
suspended  or  the  rate  of  an  employee's  ben- 
efit accrual  is  reduced  solely  because  of  age 
before  accruing  the  maximum  normal  re- 
tirement benefit  under  the  plan  unless  the 
plan  provides  that  the  employee's  retire- 
ment benefit  is  actuarially  increased  to  re- 
flect a  retirement  date  that  occurs  after  the 
month  in  which  the  employee  attains  the 
normal  retirement  age  under  the  plan. 

"(li)  A  defined  benefit  plan  shall  not  be 
treated  as  not  satisfying  the  requirements 
of  this  subparagraph  solely  because  the 
plan— 

"(I)  excludes  from  participation  (on  the 
basis  of  age)  employees  who  have  attained  a 
specified  age  in  accordance  with  section 
202(a)(2):  or 

"(II)  imposes  a  limitation  on  the  benefits 
that  the  plan  provides  or  on  the  number  of 
years  of  service  or  years  of  participation 
that  the  plan  recognizes  with  respect  to  an 
employee.". 

(3)  Defined  contribution  plans.— Section 
204(b)  of  such  Act  is  further  amended— 


(A)  by  redesignating  paragraphs  (2)  and 
(3)  as  paragraphs  (3)  and  (4).  respectively: 
and 

(B)  by  inserting  after  paragraph  (1)  the 
following  new  paragraph: 

'(2)(A)  An  individual  account  plan  satis- 
fies the  requirements  of  this  paragraph  if, 
under  the  plan,  employer  contributions  to 
the  employee's  account  are  not  suspended 
or  reduced  solely  because  of  age. 

"(B)  A  target  benefit  plan  (as  defined 
under  regulations  prescribed  by  the  Secre- 
tary of  the  Treasury)  shall  not  be  treated  as 
not  satisfying  the  requirements  of  this  para- 
graph solely  because  the  plan  excludes  from 
participation  (on  the  basis  of  age)  employ- 
ees who  have  attained  a  specified  age  in  ac- 
cordance with  section  202(a)(2). 

"(C)  An  individual  account  plan  (including 
such  a  target  benefit  plan)  shall  not  be 
treated  as  not  satisfying  the  requirements 
of  this  paragraph  solely  because  the  plan 
imposes  a  limitation  on  the  contributions 
that  may  be  made  or  on  the  number  of 
years  for  which  contributions  will  be  made 
under  the  plan  with  respect  to  an  employ- 
ee.". 

(4)  Certain  plan  amendments.— Section 
204(g)(2)  of  such  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  sen- 
tence: "For  purposes  of  paragraph  (1),  in 
the  case  of  a  plan  that  on  the  date  of  enact- 
ment of  the  Sixth  Omnibus  Budget  Recon- 
ciliation Act.  1986,  provided  for  the  distribu- 
tion or  the  commencement  of  distribution 
of  the  entire  interest  of  an  employee  under 
the  plan  on  or  after  attaining  the  normal  re- 
tirement age  under  the  plan  regardless  of 
whether  the  employee  has  separated  from 
service,  an  amendment  that  postpones  the 
date  as  of  which  such  distribution  will  be 
made  or  commence,  and  which  is  'adopted 
within  the  12-month  period  following  the 
date  on  which  section  204(b)(1)(H)  or  sec- 
tion 204(b)(2)  (as  amended  by  such  Act)  be- 
comes applicable  to  the  plan,  shall  not  be 
treated  as  reducing  accrued  benefits.". 

(b)  Code  Amendments.— 

(1)  Defined  benefits  plans.— Section 
411(b)(1)  of  the  Internal  Revenue  Code  of 
1954  (relating  to  accrued  benefit  require- 
ments) is  amended— 

(A)  by  striking  out  "General  roles.—" 
and  inserting  in  lieu  thereof  "Defined  bene- 
fit plans.—":  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subparagraph: 

"(H)  CONTINIIED  ACCRUAL  BEYOND  NORMAL 
RETIREMENT  AGE.— 

"(i)  In  GENERAL.— Notwithstanding  the  pre- 
ceding subparagraphs,  a  defined  benefit 
plan  shall  be  treated  as  not  satisfying  the 
requirements  of  this  paragraph  if,  under  the 
terms  of  the  plan,  an  employee's  benefit  ac- 
crual is  suspended  or  the  rate  of  an  employ- 
ee's benefit  accrual  is  reduced  solely  because 
of  age  before  accruing  the  maximum  normal 
retirement  benefit  under  the  plan  unless 
the  plan  provides  that  the  employee's  re- 
tirement benefit  is  actuarially  increased  to 
reflect  a  retirement  date  that  occurs  after 
the  month  in  which  the  employee  attains 
the  normal  retirement  age  under  the  plan. 

"(ii)  Exception.— A  defined  benefit  shall 
not  be  treated  as  not  satisfying  the  require- 
ments of  this  subparagraph  solely  because 
the  plan— 

"(I)  excludes  from  participation  (on  the 
basis  of  age)  employees  who  have  attained  a 
specified  age  in  accordance  with  section 
410(a)(2):  or 

"(II)  imposes  a  limitation  on  the  benefits 
that  the  plan  provides  or  on  the  number  of 
years  of  service  or  years  of  participation 


that  the  plan  recognizes  with  respect  to  an 
employee.". 

(2)  Defined  contribution  plans.— Section 
411(b)  of  such  Code  is  further  amended— 

(A)  by  redesignating  paragraphs  (2)  and 
(3)  as  paragraphs  (3)  and  (4),  respectively: 
and 

(B)  by  inserting  after  paragraph  (1)  the 
following  new  paragraph: 

"(2)  Defined  contribution  plans.— 

"(A)  In  GENERAL.— a  defined  contribution 
plan  satisfies  the  requirements  of  this  para- 
graph if  employer  contributions  to  the  em- 
ployee's account  are  not  suspended  or  re- 
duced solely  because  of  age. 

•(B)  Target  benefit  plans.— A  target  ben- 
efit plan  (as  defined  under  regulations  pre- 
scribed by  the  Secretary)  shall  not  be  treat- 
ed as  not  satisfying  the  requirements  of  this 
paragraph  solely  because  the  plan  excludes 
from  participation  (on  the  basis  of  age)  em- 
ployees who  have  attained  a  specified  age  in 
accordance  with  section  410(a)(2). 

"(C)  Individual  account  plans.— An  indi- 
vidual account  plan  (including  such  a  target 
benefit  plan )  shall  not  be  treated  as  not  sat- 
isfying the  requirements  of  this  paragraph 
solely  because  the  plan  imposes  a  limitation 
on  the  contributions  that  may  be  made  or 
on  the  niimber  of  years  for  which  contribu- 
tions will  be  made  under  the  plan  with  re- 
spect to  an  employee.". 

(3)  Certain  plan  amendments.— Section 
411(d)(6)(B)  of  such  Code  (relating  to 
amendments  that  reduce  accrued  benefits) 
is  amended  by  adding  at  the  end  thereof  the 
following  sentence:  "For  purposes  of  sub- 
paragraph (B),  in  the  case  of  a  plan  that  on 
the  date  of  enactment  of  the  Sixth  Omni- 
bus Budget  Reconciliation  Act.  1986,  provid- 
ed for  the  distribution  or  the  commence- 
ment of  distribution  of  the  entire  interest  of 
an  employee  under  the  plan  on  or  after  at- 
taining the  normal  retirement  age  under 
the  plan  regardless  of  whether  the  employ- 
ee has  separated  from  service,  an  amend- 
ment that  postpones  the  date  as  of  which 
such  distribution  will  be  made  or  commence, 
and  which  is  adopted  within  the  12-month 
period  following  the  date  on  which  section 
411(b)(1)(H)  or  section  411(b)(2)  (as  amend- 
ed by  such  Act)  becomes  applicable  to  the 
plan,  shall  not  be  treated  as  reducing  ac- 
crued benefits.". 

(4)  Integrated  plans.— Section  401(a)(5)  of 
such  Code  (relating  to  a  nondiscriminatory 
classification  of  employees)  is  amended  by 
inserting  after  the  second  sentence  the  fol- 
lowing new  sentence:  "Nor  shall  a  plan  be 
considered  discriminatory  within  the  mean- 
ing of  such  provisions  merely  because.  In 
the  case  of  an  employee  who  has  attained 
the  normal  retirement  age  under  the  plan, 
the  plan  provides  for  a  rate  of  benefit  accru- 
al or  contributions  (including  retirement 
benefits  created  under  State  or  Federal  law) 
that  does  not  exceed  the  rate  of  benefit  ac- 
crual or  contributions  under  the  plan  (in- 
cluding retirement  benefits  created  under 
State  or  Federal  law)  in  the  case  of  an  em- 
ployee who  has  not  attained  the  normal  re- 
tirement age  under  the  plan.". 

(5)  Conforming  amendment.— The  first 
sentence  of  section  411(a)  of  such  Code  (re- 
lating to  minimum  vesting  standards)  is 
amended  by  striking  out  "paragraph  (2)  of 
subsection  (b),  and"  and  all  that  follows 
through  the  end  thereof  and  inserting  in 
lieu  thereof  "subsection  (b)(3),  and  also  sat- 
isfies, in  the  case  of  a  defined  benefit  plan, 
the  requirements  of  subsection  (b)(1)  and, 
in  the  case  of  a  defined  contribution  plan, 
the  requirements  of  subsection  (bK2). ". 
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SEC.  11  EFFECTIVE  DATE. 

(a)  In  General.— The  amendments  made 
by  this  subtitle  shall  apply  only  to  employ- 
ees who  are  employed  after  December  31, 
1988.  In  the  case  of  such  employees,  such 
amendments  shall  apply  to  accrual  compu- 
tation periods  beginning  after  December  31. 
1986.  In  the  case  of  employees  not  employed 
after  December  31,  1988,  the  amendments 
made  by  this  subtitle  shall  apply  only  to  ac- 
crual computation  periods  beginning  after 
December  31,  1988. 

(b)  PiAN  Amendments.— If  any  amendment 
made  by  this  subtitle  requires  an  amend- 
ment to  any  plan,  such  plan  amendment 
shall  not  be  required  to  be  made  before  the 
first  plan  year  beginning  on  or  after  Janu- 
ary 1,  1989.  if- 

(1)  during  the  period  after  such  amend- 
ment takes  effect  and  before  such  first  plan 
year,  the  plan  is  operated  in  accordance 
with  the  requirements  of  such  amendment; 
and 

(2)  such  plan  amendment  applies  retroac- 
tively to  the  period  after  such  amendment 
takes  effect  and  before  such  first  plan  year. 
A  pension  plan  shall  not  t>e  treated  as  fail- 
ing to  provide  definitely  determinable  bene- 
fits or  contributions  merely  because  It  oper- 
ates in  accordance  with  this  provision. 

(c)  Special  Rule  for  Collectively  Bar- 
gained Plans.— In  the  case  of  a  plan  main- 
tained pursuant  to  1  or  more  collective  bar- 
gaining agreements  between  employee  rep- 
resentatives and  1  or  more  employers  rati- 
fied before  March  1,  1986.  the  amendments 
made  by  this  subtitle  shall  not  apply  to  plan 
years  beginning  before  the  earlier  of— 

<1)  the  later  of— 

(A)  January  1.  1989.  or 

(B)  the  date  on  which  the  last  of  such  col- 
lective bargaining  agreements  terminate 
(determined  without  regard  to  any  exten- 
sion thereof  after  February  28.  1986).  or 

(2)  January  1.  1991. 

(d)  Final  Regulations.— The  Secretary  of 
Labor  or  the  Secretary  of  the  Treasury,  as 
the  case  may  be,  shall  issue  before  February 
1,  1988,  such  final  regulations  as  may  be 
necessary  to  carry  out  the  amendments 
made  by  this  subtitle. 

Mr.  GORTON.  Mr.  President,  I  send 
a  modification  to  the  amendment  to 
the  desk 

The  PRESIDING  OFFICER.  The 
Senator  has  the  right  to  modify  his 
amendment. 

The  modification  's  as  follows: 

At  the  appropriate  place,  add  the  follow- 
ing new  title: 

TITLE.-SOCIAL  SECURITY  TRUST 
FUNDS 

SEC.  2S1.  SHORT  TITLE. 

This  title  may  be  cited  as  the  "Social  Se- 
curity Trust  Funds  Management  Act  of 
1986". 

SEC.    202.     INVESTMENT    AND     RESTORATION    OF 
TRl'ST  FUNDS. 

(a)  Subsection  (d)  of  section  201  of  the 
Social  Security  Act  (42  U.S.C.  401(d))  is 
amended— 

(1)  by  striking  out  "(I)  on  original  issue" 
and  inserting  in  lieu  thereof  "(A)  on  original 
issue". 

(2)  by  striking  out  "(2)  by  purchase"  and 
inserting  in  lieu  thereof  "(B)  by  purchase": 

(3)  by  striking  out  "It  shall  be"  and  insert- 
ing in  lieu  thereof  "(1)  It  shall  be",  and 

(4)  by  adding  at  the  end  thereof  the  follow- 
ing new  paragraphs: 

"(2)  If- 


"(A)  any  amounts  in  the  Trust  Funds 
have  not  been  invested  solely  by  reason  of 
the  public  debt  limit,  and 

"(B)  the  taxes  described  in  clause  (3)  or 
(4)  of  subsection  (a)  with  respect  to  which 
such  amounts  were  appropriated  to  the 
Trust  Poinds  have  actually  been  received 
into  the  general  fund  of  the  Treasury  of  the 
United  States, 

such  amounts  shall  be  invested  by  the  Man- 
aging Trustee  as  soon  as  such  investments 
can  be  made  without  exceeding  the  public 
debt  limit  and  without  jeopardizing  the 
timely  payment  of  benefits  under  this  title 
or  under  any  other  provision  of  law  directly 
related  to  the  programs  established  by  this 
title. 

"(3)(A)  Upon  expiration  of  any  debt  limit 
impact  period,  the  Managing  Trustee  shall 
immediately— 

"(i)  reissue  to  each  of  the  Trust  Funds  ob- 
ligations under  chapter  31  of  title  31,  United 
States  Code,  that  are  identical,  with  respect 
to  interest  rate  and  maturity,  to  public  debt 
obligations  held  by  such  Trust  Fund  that— 

"(1)  were  redeemed  during  the  debt  limit 
impact  period,  and 

"(ID  as  determined  by  the  Managing 
Trustee  on  the  basis  of  standard  investment 
procedures  for  such  Trust  Fund  in  effect  on 
the  day  before  the  date  on  which  the  debt 
limit  impact  period  began,  would  not  have 
been  redeemed  if  the  debt  limit  impact 
period  had  not  occurred,  and 

"(ii)  issue  to  each  of  the  Trust  Funds  obli- 
gations under  chapter  31  of  title  31.  United 
States  Code,  that  are  identical,  with  respect 
to  interest  rate  and  maturity,  to  public  debt 
obligations  which— 

"(1)  were  not  issued  during  the  debt  limit 
impact  period,  and 

"(ID  as  determined  by  the  Managing 
Trustee  on  the  basis  of  such  standard  in- 
vestment procedures,  would  have  been 
issued  if  the  debt  limit  impact  period  had 
not  occurred. 

"(B)  Obligations  issued  or  reissued  under 
subparagraph  (A)  shall  be  substituted  for 
obligations  that  are  held  by  the  Trust  F^ind, 
and  for  amounts  in  the  Trust  Fund  that 
have  not  been  invested,  on  the  date  on 
which  the  debt  limit  impact  period  ends  in  a 
manner  that  will  ensure  that,  after  such 
substitution,  the  holdings  of  the  Trust  Fund 
will  replicate  to  the  maximum  extent  practi- 
cable the  obligations  that  would  be  held  by 
such  Trust  Fund  if  the  debt  limit  impact 
period  had  not  occurred. 

■(C)  In  determining,  for  purposes  of  this 
paragraph,  the  obligations  that  would  be 
held  by  a  Trust  Fund  if  the  debt  limit 
impact  period  had  not  occurred,  any 
amounts  in  the  Trust  F\ind  which  have  not 
been  invested,  and  any  amounts  required  to 
be  invested  under  paragraph  (2),  shall  be 
treated  as  amounts  which  were  required  to 
be  invested  upon  transfer  to  the  Trust 
Fund. 

"(4)  The  Managing  Trustee  shall  pay,  on 
the  first  normal  interest  payment  date  that 
occurs  on  or  after  the  date  on  which  any 
debt  limit  impact  period  ends,  to  each  of  the 
Trust  Funds,  from  amounts  in  the  general 
fund  of  the  Treasury  of  the  United  States 
not  otherwise  appropriated,  an  amount  de- 
termined by  the  Managing  Trustee  to  be 
equal  to  the  excess  of— 

"(A)  the  net  amount  of  interest  that 
would  have  been  earned  by  such  Trust  Fund 
during  such  debt  limit  impact  period  if— 

"(i)  amounts  in  such  Trust  Fund  that 
were  not  invested  during  such  debt  limit 
impact  period  solely  by  reason  of  the  public 
debt  limit  had  been  invested,  and 


"(ii)  redemptions  and  disinvestments  with 
respect  to  such  Trust  Fund  which  occurred 
during  such  debt  limit  impact  period  solely 
by  reason  of  the  public  debt  limit  had  not 
occurred,  over 

"(B)  the  sum  of— 

"(i)  the  net  amount  of  interest  actually 
earned  by  such  Trust  Fund  during  such 
debt  limit  impact  period,  plus 

"(ii)  the  total  amount  of  the  principal  of 
all  obligations  issued  or  reissued  under  para- 
graph (3)(A)  at  the  end  of  such  debt  limit 
impact  period  that  is  attributable  to  interest 
that  would  have  been  earned  by  such  Trust 
Fund  during  such  debt  limit  impact  period 
but  for  the  public  debt  limit. 

"(5)  For  purposes  of  this  section— 

"(A)  The  term  public  debt  limit'  means 
the  limitation  imposed  by  subsection  (b)  of 
section  3101  of  title  31,  United  States  Code. 

"(B)  The  term  'debt  limit  impact  period' 
means  any  period  for  which  the  Secretary 
of  the  Treasury  determines  that  the  issu- 
ance of  obligations  of  the  United  States  suf- 
ficient to  orderly  conduct  the  financial  oper- 
ations of  the  United  States  may  not  be 
made  without  exceeding  the  public  debt 
limit.". 

(b)  Subsection  (a)  of  section  201  of  the 
Social  Security  Act  is  amended  by  adding  at 
the  end  thereof  the  following  new  sentence: 
"All  amounts  so  transferred  shall  be  imme- 
diately available  exculusively  for  the  pur- 
pose for  which  amounts  in  the  Trust  Fund 
are  specially  made  available  under  this  title 
or  under  any  other  provisions  of  law  direct- 
ly related  to  the  programs  established  by 
this  title. ". 

SEC.  203.  REPEAL  OK  NOR.MALIZED  TA.\  TRANSFER. 

(a)  Subsection  (a)  of  section  201  of  the 
Social  Security  Act  is  amended  by  striking 
out  the  matter  following  clause  (4)  and  in- 
serting in  lieu  thereof  the  following:  "The 
amounts  appropriated  by  clauses  (3)  and  (4) 
shall  be  transfered  from  the  general  fund  of 
the  Treasury  of  the  United  States  to  the 
Federal  Old-Age  and  Survivors  Insurance 
Trust  Fund,  and  the  amounts  appropriated 
by  clauses  (1)  and  (2)  of  subsection  (b)  shall 
be  transferred  irom  the  general  fund  of  the 
Treasury  to  the  Federal  Disability  Insur- 
ance Trust  Fund,  upon  receipt  by  the  gener- 
al fund  of  taxes  specified  in  clauses  (3)  and 
(4)  of  this  subsection  (as  estimated  by  the 
Secretary).  Proper  adjustments  shall  be 
made  in  amounts  subsequently  transferred 
to  the  extent  amounts  previously  trans- 
ferred were  in  excess  of,  or  were  less  than, 
the  taxes  specified  in  such  clauses  (3)  and 
(4).  All  amounts  so  transferred  shall  be  im- 
mediately available  exclusively  for  the  pur- 
pose for  which  amounts  in  the  Trust  Fund 
are  specifically  made  available  under  this 
title  or  under  other  provisions  of  law  direct- 
ly related  to  the  programs  established  by 
this  title.". 

(b)  The  amendment  made  by  subsection 
(a)  shall  take  effect  on  July  1,  1990. 

SEC.  204.  FAITHFUL  EXECUTION  OF  DUTIES  BY 
MEMBERS  OF  BOARD  OF  TRUSTEES 
OF  TRUST  FUNDS. 

Section  201(c)  of  the  Social  Security  Act  is 
amended  by  striking  the  last  sentence  and 
inserting  the  following:  "A  person  serving 
on  the  Board  of  Trustees  (including  the 
Managing  Trustee)  shall  not  be  considered 
to  be  a  fiduciary,  but  each  such  person  shall 
faithfully  execute  the  duties  imposed  on 
such  person  by  this  section.  A  person  serv- 
ing on  the  Board  of  Trustees  (including  the 
Managing  Trustee)  shall  not  be  personally 
liable  for  actions  taken  in  such  capacity 
with  respect  to  the  Trust  Funds.", 
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SEC.  205.   REPORTS   REGARDING  THE   OPERATION 
AND  STATUS  OF  THE  TRUST  FUNDS. 

Subsection  (c)  of  section  201  of  the  Social 
Security  Act  is  amended— 

(1)  by  striking  "once"  in  the  fourth  sen- 
tence and  inserting  "twice", 

(2)  by  redesignating  paragraphs  (1)  and 

(2)  as  subparagraph  (A)  and  (B).  respective- 
ly. 

(3)  by  redesignating  paragraphs  (3),  (4). 
and  (5)  as  subparagraphs  (D),  (E).  and  (F), 
respectively. 

(4)  by  inserting  after  subparagraph  (B)  (as 
redesignated  by  paragraph  (2)  of  this  sec- 
tion) the  following: 

"(C)  Report  to  the  Congress  as  soon  as 
possible,  but  not  later  than  the  date  that  is 
30  days  after  the  first  normal  interest  pay- 
ment date  occurring  on  or  after  the  date  on 
which  any  debt  limit  impact  period  for 
which  the  Managing  Trustee  is  required  to 
take  action  under  paragraph  (3)  or  (4)  of 
subsection  (d)  ends,  on— 

"(i)  the  operation  and  status  of  the  Trust 
Funds  during  such  debt  limit  impact  period, 
and 

"(ii)  the  actions  taken  under  paragraphs 

(3)  and  (4)  of  subsection  (d)  with  respect  to 
such  debt  limit  impact  period,", 

(5)  by  striking  out  "in  paragraph  (2) 
above"  and  inserting  in  lieu  thereof  "in  sub- 
paragraph (B)  above", 

(6)  by  inserting  "(1)"  after  "(c)",  and 

(7)  by  adding  at  the  end  thereof  the  fol- 
lowing: 

"(2)  The  Managing  Trustee  shall  report 
monthly  to  the  Board  of  Trustees  concern- 
ing the  operation  and  status  of  the  Trust 
Funds  and  shall  report  to  Congress  and  to 
the  Board  of  Trustees  not  less  than  15  days 
prior  to  the  date  on  which,  by  reason  of  the 
public  debt  limit,  the  Managing  Trustee  ex- 
pects to  be  unable  to  fully  comply  with  the 
provisions  of  subsection  (a)  or  (d)(1),  and 
shall  include  in  such  report  an  estimate  of 
the  expected  consequences  to  the  Trust 
Funds  of  such  inability.". 

SEC.  2M.  ELIMINATION  OF  UNDUE  DISCRETION  IN 
THE  INVESTMENT  OF  TRUST  FUNDS. 

(a)  Section  201(d)  of  the  Social  Security 
Act  is  amended,  in  the  first  sentence— 

(1)  by  inserting  "immediately"  after  "to 
invest";  and 

(2)  by  striking  ".  in  his  judgment,". 
(b)(1)  Paragraph  (2)  of  section  201(d)  of 

the  Social  Security  Act,  as  added  by  section 
202  of  this  Act,  is  amended  to  read  as  fol- 
lows: 

"(2)  If  any  amount  in  either  of  the  Trust 
Funds  is  not  invested  solely  by  reason  of  the 
public  debt  limit,  such  amount  shall  be  in- 
vested as  soon  as  such  investment  can  be 
made  without  exceeding  the  public  debt 
limit  and  without  jeopardizing  the  timely 
payment  of  benefits  under  this  title  or 
under  any  other  provision  of  law  directly  re- 
lated to  the  programs  established  by  this 
title." 

(2)  The  amendment  made  by  paragraph 
(1)  shall  take  effect  on  July  1,  1990. 

SEC.    207.    SALES    AND    REDEMPTIONS    BV    TRUST 
FUNDS. 

Section  201(e)  of  the  Social  Security  Act  is 
amended— 

(1)  by  inserting  "(1)"  after  "(e)";  ard 

(2)  by  adding  at  the  end  the  following: 
"(2)(A)  The  Managing  Trustee  may  effect 

any  such  sale  or  redemption  with  respect  to 
either  Trust  Fund  only  for  the  purpose  of 
enabling  such  Trust  Fund  to  make  pay- 
ments authorized  by  this  title  or  under  any 
other  provisions  of  law  directly  related  to 
the  programs  established  by  this  title.  If 
either    of    the    Trust    Funds    holds    any 


amounts  which  are  not  Invested  by  reason 
of  the  public  debt  limit,  the  Managing 
Trustee  Is  nevertheless  directed  to  make 
such  sales  and  redemptions  if,  and  only  to 
the  extent,  necessary  to  assure  timely  pay- 
ment of  benefits  and  other  payments  au- 
thorized by  this  title  or  by  any  other  provi- 
sions of  law  directly  related  to  the  programs 
established  by  this  title,  but  the  principal 
amount  of  obligations  sold  or  redeemed  pur- 
suant to  this  sentence  shall  not  exceed  the 
principal  amount  of  obligations  that  would 
have  been  sold  or  redeemed  under  normal 
operating  procedures  in  order  to  make  such 
payments.". 

SEC.  208.  EFFECTIVE  DATE. 

Except  as  otherwise  provided  by  this  title, 
the  amendment  made  by  this  title  shall  take 
effect  on  the  date  of  enactment  of  this  Act. 

Mr.  GORTON.  Mr.  President,  this 
amendment  simply  adds  two  amend- 
ments that  were  added  to  the  debt 
limit  on  August  1  for  myself,  exempt- 
ing from  Gramm-Rudman  the  COLA's 
for  civil  service  and  military  retirees, 
and  amendments  on  the  disinvestment 
of  the  Social  Security  trust  fund  of 
the  distinguished  Senator  from  New 
York  [Mr.  Moynihan]  and  a  provision 
by  Senator  Grassley  on  the  continu- 
ation of  the  accrual  of  pension  bene- 
fits from  employees  who  choose  to 
remain  employed  past  the  age  of  65. 

Mr.  President,  I  rise  today  with  my 
distinguished  colleagues— Senator 

HoLLiNGS  and  Senator  Grassley— to 
offer  amendment  No.  2863.  This 
amendment  is  a  package  of  miscellane- 
ous retirement  benefit  protections,  all 
of  which  is  designed  to  protect  the  re- 
tirement benefits  of  older  Americans. 

There  are  five  major  provisions  in 
this  bill.  First,  is  a  provision  that  will 
ensure  that  Social  Security  benefits 
will  continue  to  be  paid,  even  when 
the  debt  ceiling  is  approached.  This 
provision  will  permit  the  disinvest- 
ment of  the  Social  Security  trust 
funds  if  its  necessary,  but  requires 
that  the  trust  funds  be  reimbursed  in 
full— with  interest. 

Second,  is  a  provision  that  is  virtual- 
ly identical  to  the  first,  but  involves 
the  civil  service  trust  funds  instead  of 
the  Social  Security  trust  funds. 

Third,  is  a  provision  exempting  civil 
service,  military,  and  railroad  tier  II 
retiree  COLA's  from  a  future  seques- 
ter. 

Fourth,  is  a  provision  that  requires 
employers  to  continue  to  accrue  pen- 
sion benefits  for  employees  who 
choose  to  remain  employed  past  the 
age  of  65. 

Mr.  President,  on  August  1,  1986,  I 
offered  the  provision  of  this  amend- 
ment that  guarantees  COLA's  for  mili- 
tary, civil  service  and  railroad  Tier  II 
retirees  as  an  amendment  to  the  debt 
limit  bill.  This  amendment  was  adopt- 
ed by  the  Senate,  but  the  House  and 
the  Senate  have  yet  to  successfully 
conference  the  debt  limit  bill.  It  is  hot 
fair  Mr.  President  to  let  these  retirees 
fall  through  the  cracks,  just  because 
the   House   would   not   agree   to   the 


Gramm-Rudman-Hollings  provision  in 
the  debt  limit  bill. 

It  is  time  that  the  inequities  with  re- 
spect to  these  retirement  issues  be  re- 
solved. This  amendment  not  only  cre- 
ates equity  by  treating  all  retirement 
programs  the  same  in  sequester  situa- 
tions, it  is  consistent  with  the  Domen- 
ici-Chiles  amendment  that  provides 
that  all  retirees  will  get  full  COLA's. 
regardless  of  the  level  of  inflation. 
Under  current  law.  Social  Security  re- 
cipients would  not  receive  COLA's  this 
year  because  inflation  has  to  exceed  3 
percent  in  order  to  get  a  COLA.  With 
inflation  currently  at  1  to  iy2  percent 
this  creates  a  scenario  under  current 
law  wherein  Social  Security  retirees 
would  not  receive  a  COLA  this  year. 
Mr.  President,  in  my  role  on  the 
Budget  Committee  I  worked  with  the 
leadership  to  see  to  it  that  full  COLA's 
would  be  provided  regardless  of  the 
rate  of  inflation. 

Lastly,  Mr.  President,  I  would  like  to 
address  the  provision  regarding  disin- 
vestment of  the  Social  Security  and 
civil  service  trust  funds.  Time  and  time 
again  retirees  in  my  State  have  ex- 
pressed fear  over  the  fact  that  money 
could  be  borrowed  from  the  trust 
funds,  get  used  for  other  programs 
and  never  get  repaid.  I  believe  this 
amendment  will  absolve  these  fears 
because  it  lays  everything  out  in  black 
and  white  and  guarantees  that  if  there 
ever  is  a  need  to  borrow  from  the  trust 
fund,  that  the  money  borrowed  will  be 
repaid  in  full— with  interest. 

I  thank  my  colleagues  Senator  Hol- 
lings  and  Grassley  for  working  with 
me  to  create  this  package.  In  closing,  I 
would  like  to  urge  my  colleagues  to 
join  me  in  protecting  the  previously 
mentioned  retirement  benefits  by 
voting  in  support  of  this  amendment. 

Mr.  HOLLINGS.  Mr.  President,  I  am 
very  pleased  to  cosponsor  this  amend- 
ment, the  major  purpose  of  which  is  to 
provide  for  equitable  treatment  in  the 
payment  of  all  Federal  COLA's.  The 
amendment  corrects  the  present  in- 
equity in  the  law  and  ensures  that 
military  and  Federal  civilian  retirees 
will  receive  their  COLA's  in  1987  and 
exempt  their  COLA's  from  automatic 
sequestration  through  1991.  This 
means  that  everyone  will  be  treated 
alike.  We  will  not  have  a  repeat  of  the 
unfortunate  and  unfair  situation  that 
occurred  in  1986  when  only  military 
and  civilian  retirees  among  all  COLA 
receipts  were  denied  a  COLA. 

This  is  basically  the  amendment 
that  Senator  Gorton  and  I.  along  with 
many  of  our  colleagues,  successfully 
offered  to  the  debt  limit  legislation  on 
August  1.  Since  the  outcome  of  that 
issue  is  in  doubt,  we  have  decided  that 
the  reconciliation  bill,  with  the  cer- 
tainty of  its  passage  and  signature  by 
the  President,  is  the  most  proper  vehi- 
cle to  ensure  the  passage  of  our  legis- 
lation. 
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As  I  have  stated  on  numerous  occa- 
sions, we  should  treat  all  of  our  retir- 
ees alike.  The  Government  has  a  com- 
mitment to  them  and  this  commit- 
ment must  be  honored.  In  the  interest 
of  fairness,  we  must  correct  the  inequi- 
ty and  be  responsible  toward  those 
who  have  served  their  country  with 
years  of  patriotic  service.  Mr.  Presi- 
dent. I  urge  the  passage  of  this  COLA 
fairness  amendment. 

Mr.  MOYNIHAN.  Mr.  President,  I 
express  my  appreciation  to  the  distin- 
guished Senator  from  Washington  for 
his  modification,  which  adds  to  his 
original  proposal  the  full  complement 
of  measures  with  respect  to  disinvest- 
ment and  the  Social  Security  trust 
fund  which  were  added  to  the  debt 
ceiling  bill  earlier  this  year,  which  my 
distinguished  friend  from  Michigan 
[Mr.  RiEGLE]  joined  in  offering. 

Mr.  GORTON.  Mr.  President,  I  wish 
to  acknowledge  the  tremendous  contri- 
bution to  this  amendment  by  the  dis- 
tinguished Senator  from  Tennessee 
[Mr.  Sasser].  I  ask  unanimous  consent 
that  he  be  added  as  a  cosponsor. 

The  PRESIDING  OFFICER  (Mr. 
MuRKOWSKi).  Without  objection,  it  is 
so  ordered. 

Mr.  DOMENICI.  Mr.  President, 
would  the  Senator  include  me  as  a  co- 
sponsor  and  answer  a  question?  Is  this 
the  same  amendment  we  adopted  on 
the  debt  limit  with  reference  to  the 
COLA'S  on  Gramm-Rudman? 

Mr.  GORTON.  This  is  the  amend- 
ment we  adopted  on  the  debt  limit  on 
COLA'S  on  Gramm-Rudman,  together 
with  the  amendment  of  the  Senator 
from  New  York  [Mr.  Moynihan]  on 
the  debt  limit  with  respect  to  the  dis- 
investment and  repayment  of  interest 
of  the  Social  Security  trust  fund  and  a 
provision  with  respect  to  the  accrual 
of  pension  benefits  to  employees  who 
choose  to  remain  employed  past  the 
age  of  65  by  the  distinguished  Senator 
from  Iowa  [Mr.  Grassley]. 

I  ask  unanimous  consent  that  the 
distinguished  Senators  from  norida 
[Mr.  Chiles]  and  New  Mexico  [Mr. 
DoHENici]  be  added  as  cosponsors, 
along  with  Senators  Specter,  Cohen, 
Chafee,  DeConcini.  and  Heinz. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  GRASSLEY.  Mr.  President,  I 
rise  in  support  of  the  amendment.  I 
would  like  to  briefly  discuss  a  provi- 
sion of  the  Gorton-HoUings-Grassley 
amendment  that  is  of  particular  inter- 
est to  me.  That  provision  requires  em- 
ployers to  accrue  additional  benefits 
under  a  qualified  pension  plan  to  em- 
ployees who  work  past  normal  retire- 
ment age.  which,  in  the  case  of  most 
plans,  is  age  65. 

This  provision  is  similar  to  S.  1427, 
which  I  introduced  last  July.  S.  1427 
has  been  cosponsored  by  Senator  Mat- 
suNAGA,  the  ranking  minority  member 
of  the  Subcommittee  on  Aging,  Sena- 
tor Heinz,  Senator  Pell,  and  Senator 


ZoRiNSKY.  Like  S.  1427,  the  amend- 
ment we  are  currently  considering  ad- 
dresses what  I  regard  as  an  anomaly  in 
the  current  law.  As  my  colleagues  are 
aware,  under  the  Age  Discrimination 
in  Employment  Act,  an  employee 
cannot  be  forced  to  retire  before  the 
age  of  70.  However,  due  to  an  interpre- 
tative ruling  issued  by  the  Department 
of  Labor,  an  employer  is  permitted  to 
stop  accruing  additional  benefits  to  an 
employee  under  that  employer's  pen- 
sion plan  when  the  employee  reaches 
the  plan's  normal  retirement  age.  It  is 
therefore  possible  under  current  law 
for  an  individual  to  work  up  to  5  years 
between  age  65  and  age  70  and  not 
have  those  years  of  service  reflected  in 
his  or  her  pension  benefit  simply  be- 
cause he  or  she  took  advantage  of  the 
protections  offered  by  the  Age  Dis- 
crimination in  Employment  Act  and 
worked  past  normal  retirement  age.. 

Post-65  pension  accrual  is  an  impor- 
tant economic  issue  for  the  150,000  to 
200,000  employees  65  through  69  years 
of  age  who  have  their  benefit  accruals 
frozen  at  age  65.  An  employee  in  such 
a  situation  can  lose  nearly  half  of  the 
lifetime  value  of  his  or  her  pension.  It 
has  been  estimated  that  total  benefits 
lost  to  employees  who  have  their  pen- 
sion benefits  frozen  is  approximately 
$450  million  annually. 

On  the  other  hand,  the  aggregate 
cost  to  employers  of  continuing  to 
accrue  pension  benefits  past  age  65  is 
relatively  low.  The  annual  cost  to  em- 
ployers has  been  estimated  at  between 
$600  million  and  $1.4  billion,  or  be- 
tween 1  and  2  percent  of  annual  pri- 
vate sector  employer  contributions. 
However,  I  should  point  out  that  these 
additional  costs  will  not  necessarily  re- 
quire employers  to  increase  their  con- 
tributions to  pension  plans.  This  is  the 
case  because  the  present  value  of  an 
employee's  pension  is  highest  at  age 
65.  Pension  costs  fall  for  every  year  an 
employee  works  past  that  age,  even  if 
additional  accruals  are  factored  in. 
Therefore,  if  a  plan's  actuaries  antici- 
pate that  persons  covered  by  the  plan 
will  retire  at  age  65,  actual  dollar  con- 
tributions will  probably  not  have  to  be 
increased.  In  addition,  if  post-65  accru- 
als result  in  more  persons  staying  in 
the  work  force  past  age  65,  there  will 
actually  be  a  saving  to  employers  and 
to  the  Federal  Treasury.  For  example, 
if  there  is  a  50-percent  increase  in  the 
employment  of  workers  aged  65  to  69, 
employers  would  realize  annual  sav- 
ings of  more  than  $600  million  within 
15  years,  according  to  a  study  commis- 
sioned by  the  American  Association  of 
Retired  Persons.  That  same  study  esti- 
mated potential  Social  Security  sav- 
ings of  as  much  as  $1.5  billion  annual- 
ly. 

Permitting  employers  to  freeze  pen- 
sion accruals  at  age  65  is  not  consist- 
ent with  current  national  retirement 
policy.  According  to  the  National  Com- 
mission  on   Employment   Policy,   the 


practice  of  freezing  benefit  accruals  at 
age  65  provides  a  disincentive  for  per- 
sons to  continue  to  work.  Congress  has 
already  made  major  changes  in  the 
Social  Security  System  in  order  to  en- 
courage employees  to  work  beyond  age 
65.  These  changes  include  gradually 
raising  Social  Security's  normal  retire- 
ment age  from  65  to  67  after  the  year 
2000,  increasing  the  delayed  retire- 
ment credit,  and  reducing  the  with- 
holding rate  under  Social  Security's 
earnings  test.  It  is  inconsistent  to  en- 
courage employees  to  work  longer 
through  the  Social  Security  Act,  while 
at  the  same  time  permitting  employers 
to  freeze  pension  benefits  at  age  65. 

Mr.  President,  the  bottom  line  ques- 
tion is  one  of  equity.  It  is  not  fair  to 
make  it  the  law  of  the  land  that  a 
person  can  work  up  to  age  70,  but  to 
allow  employers  to  continue  to  set  a 
lower  age  limit  on  pension  accruals. 
This  is  particularly  true  in  light  of  the 
fact  that  employers  must  provide 
other  employer-sponsored  benefits  in 
a  nondiscriminatory  manner  to  em- 
ployees through  age  69.  This  is  the  po- 
sition that  has  been  adopted  twice  by 
the  Equal  Employment  Opportunity 
Commission.  It  is  also  the  position 
that  has  been  adopted  by  a  large 
number  of  employers  in  this  country 
who  voluntarily  provide  post-65  accru- 
als. 

In  addition  to  requiring  pension 
plans  to  continue  to  accrue  benefits 
past  age  65,  the  amendment  contains  a 
number  of  provisions  to  clear  up  ambi- 
guities in  S.  1427  and  minimize  the 
impact  on  private  pensions  of  the 
change  contemplated  by  the  amend- 
ment. The  effective  date  of  this  par- 
ticular provision  has  been  moved  to 
January  1,  1989,  in  order  to  give  ample 
time  for  plans  to  be  amended  to 
comply.  There  is  a  "look  back"  provi- 
sion that  provides  that  in  the  case  of 
employees  who  reach  age  65  on  or 
after  January  1,  1987,  and  who  contin- 
ue to  work  on  or  after  January  1,  1989, 
years  of  employment  between  January 
1,  1987,  and  January  1,  1989,  must  be 
counted.  The  language  of  the  amend- 
ment also  clarifies  that  plans  may  con- 
tinue to  observe  the  so-called  5-year 
rule,  which  provides  that  a  plan  may 
exclude  from  coverage  individuals 
hired  within  5  years  of  the  plan's 
normal  retirement  age.  It  also  allows 
plans  that  place  a  maximum  limit  on 
years  of  service  or  on  the  benefits  the 
plan  provides  to  continue  to  do  so.  The 
amendment  also  permits  plans  that 
commence  benefits  at  normal  retire- 
ment age  regardless  of  continued  em- 
ployment to  be  amended  to  postpone 
the  date  at  which  such  benefits  com- 
mence, and  permits  plans  to  continue 
to  integrate  plan  benefits  with  Social 
Security  after  normal  retirement  age. 
Finally,  the  amendment  provides  that 
those  plans  that  provide  for  an  actuar- 
ial  increase  after  normal  retirement 
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age  need  not  also  provide  additional 
accruals. 

Mr.  President.  I  urge  the  adoption  of 
the  Gorton-Holllngs-Grassley  amend- 
ment. 

Mr.  HEINZ.  Mr.  President,  I  want  to 
express  my  support  for  the  package  of 
retirement  provisions  put  together  by 
my  distinguished  colleagues.  Senators 
Gorton,  Grassley  and  Hollings.  The 
theme  of  this  package  is  security.  It 
will  affect  retirees  in  three  important 
areas,  each  of  which  will  greatly  im- 
prove the  sense  of  security  of  our 
older  citizens. 

First,  the  package  removes  Federal 
retirement  COLA's  from  the  Gramm- 
Rudman  sequestration  formula,  ex- 
tending Federal  retirees  the  same  pro- 
tection that  we  provide  to  Social  Secu- 
rity recipients.  This  change  will  affect 
military  retirees,  civil  service  retirees, 
tier  2  railroad  retirees,  and  several 
smaller  Federal  retirement  programs. 
I  am  sure  that  my  colleagues  will 
agree  that  it  was  manifestly  unfair  to 
subject  some  retirees  to  a  COLA  freeze 
while  protecting  others. 

This  packagae  will  also  protect  from 
cuts  recipients  of  vested  dual  benefits 
under  the  Railroad  Retirement  Pro- 
gram, which  were  hit  especially  hard 
by  the  1986  sequester.  Because  of 
what  I  believe  was  an  oversight  in  the 
design  of  the  sequester  formula, 
vested  dual  benefits  were  reduced 
from  an  average  of  $104  per  month  to 
an  average  $96  per  month.  Although 
the  cut  may  seem  small  in  nominal 
dollars,  it  had  a  profound  affect  on 
the  312,000  recipients  who  need  every 
cent  of  their  fixed  incomes.  Making 
these  two  changes  in  the  sequestration 
formula  will  mean  that  hundreds  of 
thousands  of  retirees  can  now  count 
on  receipt  of  their  benefits  without 
having  to  count  on  Congress  to  some- 
how avoid  a  Gramm-Rudman  seques- 
ter. 

The  second  provision  in  the  package 
protects  the  Social  Security  and  civil 
service  trust  funds  from  uncontrolled 
disinvestment  in  the  face  of  a  debt 
ceiling  crisis.  As  most  of  us  remember, 
last  years  disinvestment,  even  though 
it  was  fully  repaid  with  interest,  great- 
ly damaged  public  confidence  in  the 
stability  of  the  trust  funds.  The  provi- 
sions in  this  package  mirror  the  plan 
developed  by  the  Finance  Committee. 
Under  this  plan,  the  Treasury  can  dis- 
invest  the  trust  funds  only  for  the  pur- 
pose of  paying  benefits;  the  borrowed 
money  must  be  repaid  with  interest  as 
soon  as  borrowing  authority  becomes 
available;  and  the  Secretary  of  the 
Treasury  must  provide  advance  notice 
of  any  disinvestment  decisions.  Enact- 
ment of  this  plan  will  send  a  message 
to  retirees  that  the  trust  funds  are  not 
subject  to  the  uncontrolled  manipula- 
tion that  occurred  in  the  past. 

Mr.  President,  I  am  also  pleased  with 
the  third  part  of  this  package— the 
provision  which  requires  employers  to 


continue  to  make  pension  contribu- 
tions for  older  employees  who  work 
beyond  age  65.  I  especially  commend 
Senator  Grassley  for  his  long  and 
diligent  efforts  to  gain  passage  of  this 
legislation. 

Senator  Grassley  and  I  have  long 
been  committed  to  striking  down  bar- 
riers to  the  employment  of  older 
Americans.  My  commitment  is  rein- 
forced each  day  as  I  hear  from  older 
persons  across  the  country  who  want 
to  be  able  to  continue  to  work  past  age 
65,  especially  in  part-time  jobs.  Unfor- 
tunately, the  current  interpretation  of 
the  Age  Discrimination  in  Employ- 
ment Act  [ADEA]  permits  employers 
to  cease  pension  contributions  and 
pension  credits  for  active  employees 
who  work  beyond  the  normal  retire- 
ment age.  This  problem  exists  despite 
the  fact  that  the  ADEA  protects  work- 
ers between  the  ages  of  40  and  70  from 
discrimination  based  solely  on  age. 

Mr.  President,  the  absence  of  accru- 
als can  be  very  costly  to  older  employ- 
ees. While  relatively  few  older  persons 
choose  to  work  after  age  65,  halting 
pension  accruals  for  those  who  do 
choose  to  work  after  age  65  results  in  a 
substantial  loss  of  retirement  benefits. 
A  recent  analysis  indicates  that  an  em- 
ployee delaying  retirement  can  lose  up 
to  half  the  value  of  benefits  accrued  at 
age  65.  The  loss  of  retirement  benefits 
acts  as  a  disincentive  to  continued  em- 
ployment and  may  discourage  employ- 
ees who  would  prefer  deferred  retire- 
ment. In  the  fact  of  serious  economic 
pressures  on  this  Nations  retirement 
income  systems,  it  is  imperative  that 
we  encourage  rather  than  discourage 
continued  employment  for  older  work- 
ers. We  must  not  penalize  older  Ameri- 
cans who  choose  to  continue  to  work 
for  economic  or  for  personal  reasons. 

While  the  Equal  Employment  Op- 
portunity Commission  has  announced 
its  intention  to  withdraw  current  regu- 
lations and  to  issue  new  ones  that  re- 
quire continued  accruals,  they  have 
become  hopelessly  stalled.  In  1985, 
Senator  Grassley  introduced  legisla- 
tion, which  I  cosponsored,  to  prohibit 
the  suspension  of  benefit  accruals. 

Requiring  pension  contributions  will 
not  significantly  affect  current  prac- 
tices. More  than  half  of  defined  bene- 
fit pension  plan  participants  in 
medium  and  large  firms  are  already 
covered  by  plans  that  offer  some  ad- 
justment for  service  after  the  plan's 
normal  retirement  age.  Furthermore, 
there  is  no  cost  justification  for  limit- 
ing accruals.  A  study  commissioned  by 
the  American  Association  of  Retired 
Persons  and  printed  by  the  special 
committee  on  aging  shows  that  contri- 
butions to  pension  funds  would  in- 
crease by  less  than  1  percent  and 
would  be  invested  in  capital  markets 
that  promote  economic  growth.  There 
would  also  be  savings  to  the  Social  Se- 
curity trust  fund  as  a  result  of  this 
amendment.  Last,  and  most  important. 


continued  accruals  result  in  substan- 
tial benefits  to  those  older  workers 
who  continue  to  work. 

Enactment  of  the  ADEA,  almost  two 
decades  ago,  represented  a  major  step 
toward  promoting  equal  employment 
opportunities  for  older  persons  based 
on  ability  rather  than  on  age.  While 
pernicious  forms  of  age  discrimination 
still  exist,  passage  of  these  pension  ac- 
crual provisions  will  eliminate  one 
more  obstacle  to  employing  older 
workers  and  providing  them  fair  pen- 
sion treatment. 

Mr.  STEVENS.  Mr.  President,  would 
the  Senator  yield  for  one  question? 

Mr.  GORTON.  I  do. 

Mr.  STEVENS.  Is  there  any  provi- 
sion in  this  bill  pertaining  to  the  Fed- 
eral Employees  Health  Benefit  Act 
that  has  not  been  approved  previous- 
ly? 

Mr.  GORTON.  There  is  not. 

Mr.  FORD.  Mr.  President,  would  the 
distinguished  Senator  from  Washing- 
ton add  the  Senator  from  Kentucky  as 
a  cosponsor? 

Mr.  GORTON.  I  shall  be  happy  to 
do  so.  I  ask  unanimous  consent  also 
that  the  Senator  from  Oklahoma  [Mr. 
NiCKLES]  and  Senator  Melcher  be 
added. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  question  is  on  agreeing  to  the 
amendment. 

The  amendment  (No.  2863)  was 
agreed  to. 

Mr.  MOYNIHAN.  I  move  to  recon- 
sider the  vote  by  which  the  amend- 
ment was  agreed  to. 

Mr.  DOMENICI.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

AMENDMENT  NO.  2864 

Mr.  STEVENS.  Mr.  President,  I  send 
an  amendment  to  the  desk  and  ask  for 
its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  legislative  clerk  read  as  follows: 

The  Senator  from  Alaska  [Mr.  Stevens), 
for  himself,  Mr.  Andrews.  Mr.  Abdnor.  and 
Mr.  BoREN.  proposed  an  amendment  num- 
bered 2864. 

At  the  end  of  sec.  102  insert  the  following 
new  language:  "Such  regulations  shall  not 
prohibit  full  transferability  and  assignabil- 
ity of  such  loans  without  condition,  and 
shall  not  require  unreasonable  reductions  in 
rates  to  customers." 

Mr.  STEVENS.  Mr.  President,  I  ask 
unanimous  consent  that  I  may  proceed 
for  1  minute  to  read  this  statement. 

The  PRESIDING  OFFICER.  With- 
out objection,  the  Senator  from 
Alaska  may  proceed. 

Mr.  STEVENS.  Mr.  President,  the 
REA  refinancing  section  already  in 
the  bill  directs  the  Secretary  of  the 
Treasury  to  issue  final  regulations  on 
refinancing  to  realize  net  proceeds  of 
not  less  than  $1.72  billion  in  fiscal 
year  1987.  The  Treasury  Department's 
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draft  refinancing  regulations  are  far 
too  restrictive  to  accomplish  this  goal. 
This  amendment  would  facilitate  the 
realization  of  the  needed  savings  by  di- 
recting the  Secretary  and  drafting  the 
final  regulations  to  permit  transfer- 
ability tuid  assignability  of  obligations 
involved  in  refinancing. 

The  amendment  would  prevent  the 
requirement  of  unreasonable  rate  re- 
ductions as  a  result  of  the  refinancing. 
Other  benefits  to  consumers  such  as 
rate  stabilization  should  be  adequate 
to  qualify  for  the  refinancing.  The 
draft  regulations  that  were  issued  in 
August  would  have  imposed  a  25-per- 
cent reduction  in  the  rates  to  consum- 
ers. Such  a  requirement  would  have 
been  unreasonable.  Such  a  require- 
ment rendered  those  draft  regulations 
unworkable.  Any  requirement  to 
reduce  rates  should  take  into  account 
other  methods  of  reducing  consumer 
rates  such  as  rate  stabilization. 

Mr.  President,  I  understand  there  is 
an  exception  to  this  bill  by  the  manag- 
ers. I  think  the  Senator  from  North 
Carolina  [Mr.  Helms]  may  wish  to  ad- 
dress the  question. 

D  2300 

Mr.  HELMS  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  North  Carolina. 

Mr.  HELMS.  My  concern  is  that  I 
learned  about  this  amendment  less 
than  a  half-hour  ago.  We  have  had  no 
hearings  on  it.  The  potential  implica- 
tions of  it,  as  I  understand  the  amend- 
ment, are  enormous  in  terms  of  the 
flooding  of  the  market  with  all  sorts 
of  Federal  financing  bank  loan  refi- 
nancing, not  merely  REA.  I  hope  the 
Senator  will  allow  the  Agriculture 
Committee  to  have  hearings  on  this 
and  decide  where  we  are  going  to  go. 
This  is  too  big  a  thing  to  handle  this 
late  at  night  on  this  bill. 

Mr.  STEVENS.  Mr.  President,  I 
would  be  ha"ppy  to  accede  to  the  re- 
quest of  the  Senator  from  North  Caro- 
lina if  he  will  take  the  provision  out  of 
the  bill  which  auldresses  the  proposed 
regulations.  The  bill  extends  the  Sec- 
retary authority  that  he  does  not  have 
under  existing  law.  My  amendment 
limits  that  authority  by  saying  he 
cannot  prohibit  refinancings  by  re- 
quiring a  25-percent  reduction  on  con- 
sumer rates.  Now,  what  we  are  saying 
is,  his  regulations  cannot  prohibit 
that,  and  this  is  a  limitation  on  his  au- 
thority. But  the  authority  is  granted 
in  the  bill  not  only  to  do  so  but  to  in- 
crease the  amount  to  $1.72  billion; 
thus  announcing  a  savings  of  $500  mil- 
lion which  is  taken  in  this  resolution 
as  a  credit  toward  reconciliation. 

Now,  we  are  not  extending  any  au- 
thority to  him.  In  this  amendment  we 
are  saying  he  cannot  issue  his  regula- 
tions in  a  manner  so  as  to  prohibit  the 
refinancing  based  upon  a  failure  of 
the  REA  Co-op  to  carry  through  a  25- 
percent  reduction  in  notes  to  consum- 


ers, which  we  consider  to  be  unreason- 
able rate  reduction.  That  would  result 
in  the  REA's  not  being  able  to  refi- 
nance because  those  REA's  are  subject 
to  State  regulation  and  it  is  not  possi- 
ble to  comply  with  that  regulation. 
Therefore,  we  are  saying  he  can  bring 
about  other  forms  of  benefits  to  con- 
sumers such  as  rate  stabilization  but 
he  can  not  promulgate  regulations,  as 
the  initial  regulations  did,  on  the  basis 
of  the  concept  of  the  25-percent  reduc- 
tion in  rates  to  consumers.  We  are  not, 
I  assure  my  friend,  authorizing  the  is- 
suance of  any  more  loans  or  any  more 
refinancing  other  than  is  in  the  bill 
itself.  We  are  limiting  that  by  saying 
the  regulations  cannot  require  that 
the  benefit  to  the  consumer  in  the 
form  of  a  25-percent  rate  reduction  is 
a  condition  to  refinancing  or  a  waiver 
of  the  penalty  for  refinancing. 

Mr.  DOMENICI  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  All 
time  has  expired. 

Mr.  DOMENICI.  Mr.  President,  will 
the  Senator  yield  me  1  minute  on  this? 

The  PRESIDING  OFFICER.  All 
time  has  expired.  All  time  has  expired. 

Mr.  DOMENICI.  Let  me  say  to  the 
chairman  of  the  Agriculture  Commit- 
tee I  think  the  Senator  ought  to 
accept  the  amendment.  The  provisions 
of  the  leadership  amendment  require 
a  minimum  of  $1.72  billion  in  refinanc- 
ing, but  do  not  compel  the  Treasury  to 
conduct  any  more  refinancing  of  the 
FFBs  debt.  This  is  what  you  agreed 
to.  We  cannot  refinance  any  more 
loans  than  the  level  you  agreed  to. 

Mr.  HELMS.  I  agree  with  the  chair- 
man of  the  Budget  Committee  that 
this  amendment  will  not  require  more 
than  $1.72  billion  in  refinancing,  but  I 
still  wish  that  I  had  known  about  the 
amendment  so  that  we  could  have  ana- 
lyzed it.  I  am  told,  I  will  say  to  my 
friend  from  Alaska,  that  this  will  open 
a  floodgate  of  FFB  refinancing,  which 
could  be  equivalent  to  the  total  deficit 
of  the  Federal  Government  for  this 
year,  because  the  pressures  from  all 
the  Federal  lending  agencies  will  be  to 
do  the  same  thing. 

Mr.  STEVENS.  I  tell  my  friend  the 
amendment  that  is  in  the  bill  says  the 
Secretary  can  accept  refinancing,  and 
the  amount  that  he  issues  will  raise  at 
least  $1.72  billion.  In  addition,  the 
amendment  is  not  intended  to  prevent 
the  Treasury  from  requiring  that  a  re- 
financing package  of  REA  guaranteed 
loans  be  presented  to  the  market  with 
non-REA  guaranteed  loans  or  securi- 
ties in  a  manner  to  assure  that  such 
refinancing  package  will  not  unreason- 
ably compete  with  the  marketing  of 
Treasury  issues. 

The  PRESIDING  OFFICER.  All 
time  for  debate  has  expired. 

Mr.  STEVENS.  But  he  cannot  do  it 
unless  we  accept  this  amendment.  If 
what  I   have  said   is  wrong,   we  will 


change  it  in  conference.  I  urge  adop- 
tion of  the  amendment. 

Mr.  DOLE.  Regular  order. 

The  PRESIDING  OFFICER.  Regu- 
lar order  has  been  called  for.  The 
question  is  on  agreeing  to  the  amend- 
ment of  the  Senator  from  Alaska. 

The  amendment  (No.  2864)  was 
agreed  to. 

Mr.  DOMENICI.  I  move  to  reconsid- 
er the  vote  by  which  the  amendment 
was  agreed  to. 

Mr.  STEVENS.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  amendment  of  the 
Senator  from  New  Mexico,  as  amend- 
ed. 

The  amendment  (No.  2850).  as 
amended,  was  agreed  to. 

Mr.  CHILES.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  DOMENICI.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida. 

Mr.  CHILES.  Mr.  President.  I  under- 
stand the  Senator  from  South  Caroli- 
na is  going  to  make  a  motion  now.  I 
just  wanted  to  say  briefly  before  that 
motion  is  made 

The  PRESIDING  OFFICER.  Debate 
is  not  in  order  at  this  time. 

Mr.  CHILES.  I  ask  unanimous  con- 
sent for  2  minutes. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  HART.  Reserving  the  right  to 
object,  Mr.  President,  what  is  the  par- 
liamentary situation? 

The  PRESIDING  OFFICER.  The 
parliamentary  situation  is  that  all 
time  for  debate  has  expired.  Amend- 
ments may  be  disposed  of  without 
debate. 

Mr.  CHILES.  I  ask  unanimous  con- 
sent for  2  minutes  for  myself  and  2 
minutes  for  the  distinguished  Senator 
from  South  Carolina. 

Mr.  WEICKER.  I  object. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  WEICKER.  I  object. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

Mr.  THURMOND  addressed  the 
Chair. 

Mr.  DOMENICI.  May  we  have  order 
in  the  Senate? 

PROGRAM  FRAUD 

The  PRESIDING  OFFICER.  The 
Senate  will  be  in  order. 

Mr.  THURMOND  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  South  Carolina. 

Mr.  THURMOND.  Mr.  President,  I 
have  conferred  with  the  Parliamentar- 
ian. It  is  clear  that  the  material  from 
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Abdnor 

Andrews 
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Baucus 

Bentsen 

Biden 

Bingaman 

Boschwitz 
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Bumpers 

Burdick 
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Chiles 
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page  139,  line  1,  through  page  161,  line 
17,  and  from  page  162,  line  1  through 
line  24  is  extraneous  matter  in  contra- 
vention of  the  intention  of  section 
20001  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985.  and 
accordingly  I  raise  a  point  of  order 
against  it  in  keeping  with  the  action 
taken  otherwise  here  this  evening  on 
such  extraneous  matters. 

Mr.  COHEN  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Maine. 

Mr.  COHEN.  I  move  to  waive  those 
provisions  of  section  20001  of  Public 
Law  99-272  under  which  this  point  of 
order  was  raised  for  the  purpose  of  re- 
serving those  sections  of  the  program 
fraud  provision  that  is  contained  in 
the  reconciliation  bill  subject  to  such  a 
point  of  order.  I  ask  for  the  yeas  and 
nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
to  waive.  The  clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn],  the 
Senator  from  Arizona  [Mr.  Gold- 
water],  the  Senator  from  Oregon  [Mr. 
Packwood],  and  the  Senator  from 
Vermont  [Mr.  Stafford]  are  necessari- 
ly absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Oklahoma  [Mr. 
Boren]  and  the  Senator  from  Hawaii 
[Mr.  Matsunaga]  are  necessarily 
absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber who  desire  to  vote? 

The  result  was  announced— yeas  79, 
nays  15,  as  follows: 

[RoUcall  Vote  No.  275  Leg.] 
YEAS-79 


NOT  VOTING-6 


Boren 
Garn 


Goldwater 
Matsunaga 
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Packwood 
Stafford 


Abdnor 

Ford 

Metzenbaum 

Andrews 

Glenn 

Mitchell 

Armstrong 

Gore 

Moynihan 

Baucus 

Gorton 

Murkowski 

Bentsen 

Gramm 

Nickles 

Biden 

Grassley 

Nunn 

Bingaman 

Harkin 

Pell 

Boschwitz 

Hart 

Pressler 

Bradley 

Hatch 

Proxmire 

Bumpers 

Hatfield 

Pryor 

Burdick 

Hecht 

Quayle 

Byrd 

Heinz 

Riegle 

Chafec 

Humphrey 

Rockefeller 

Chiles 

Inouye 

Roth 

Cohen 

Johnston 

Rudman 

Cranston 

Kassebaum 

Sarbanes 

D'Amato 

Kasten 

Sas.ser 

Danforth 

Kennedy 

Simon 

DeConcini 

Kerry 

Specter 

Dixon 

Lautenberg 

Stevens 

Dodd 

Laxalt 

Trible 

Dole 

Leahy 

Warner 

Domenici 

Levin 

Weicker 

Durenberger 

Mathias 

Wilson 

Kagleton 

Mattingly 

Zorinsky 

Evans 

McConnell 

Exon 

Melcher 
NAYS- 15 

Broyhill 

Helms 

Simpson 

Cochran 

HoUings 

Stennis 

Denton 

Long 

Symms 

Hawkins 

Lugar 

Thurmond 

Heflin 

McClure 

Wallop 

The  PRESIDING  OFFICER.  The 
vote  is  79  yeas  and  15  nays.  The 
motion  to  waive  has  the  three-fifths 
vote  required.  The  point  of  order  fails. 

Mr.  LEVIN.  Mr.  President,  I  move  to 
reconsider  the  vote  by  which  the 
motion  was  agreed  to. 

Mr.  METZENBAUM.  Mr.  President, 
I  move  to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

The  PRESIDING  OFFICER.  The 
Senate  is  not  in  order.  Senators  will 
please  return  to  their  seats  and  cease 
conversation. 

Mr.  GRAMM  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Texas. 

Mr.  GRAMM.  Mr.  President,  I  raise 
a  point  of  order  under  section  20001  of 
Public  Law  99-272  that  section  403  of 
the  bill  as  reported  is  extraneous  be- 
cause the  provision  increases  outlays 
and  the  committee  which  reported  the 
provision  is  not  in  compliance. 

The  PRESIDING  OFFICER.  The 
Chair  is  informed  that  the  provision 
specified  by  the  Senator  from  Texas 
will  result  in  an  increase  in  outlays 
and  therefore  leave  the  reporting  com- 
mittee out  of  compliance  and  would 
violate  section  20001,  and  the  point  of 
order  is  therefore  sustained. 

Mr.  METZENBAUM.  Mr.  President, 
I  move  to  waive  the  provisions  and  ask 
for  the  yeas  and  nays. 

Mr.  GRAMM.  Mr.  President,  that 
motion  is  not  timely. 

The  PRESIDING  OFFICER.  The 
motion  to  waive  is  ruled  to  be  too  late. 

Mr.  METZENBAUM.  Mr.  President, 
will  the  Chair  be  good  enough  to  ex- 
plain how  it  is  too  late  at  this  point? 

The  PRESIDING  OFFICER.  The 
motion  to  waive  must  be  made  prior  to 
the  ruling  of  the  Chair. 

Mr.  METZENBAUM.  Mr.  President, 
I,  therefore,  appeal  the  ruling  of  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Ohio  has  appealed  the 
ruling  of  the  Chair. 

Is  the  Senator  from  Ohio  appealing 
the  ruling  that  the  motion  was  too 
late,  the  appeal  itself  was  too  late? 

Mr.  METZENBAUM.  Yes. 

I  am  appealing  the  ruling  of  the 
Chair  that  the  Senator  from  Ohio  was 
not  in  a  position  to  move  to  waive  the 
provisions  of  the  act,  because  it  is  not 
my  understanding  that  the  provisions 
of  the  act  require  the  waiver  to  be 
made  at  that  point.  This  is  a  provision 
of  the  bill  that  was  included  by  the 
Energy  Committee,  the  provision  of 
the  bill  that  the  Governors  across  the 
country  all  support.  I  cannot  believe 
the  Senator  from  Ohio  is  not  entitled 
to  a  vote. 


The  PRESIDING  OFFICER.  The 
question  is  shall  the  ruling  of  the 
Chair  stand  as  the  judgment  of  the 
Senate 

Mr.  CHILES.  A  parliamentary  in- 
quiry. 

The  PRESIDING  OFFICER  [con- 
tinuing]. That  the  appeal  taken  by  the 
Senator  from  Ohio  was  lodged  too 
late. 

Mr.  CHILES.  A  parliamentary  in- 
quiry, Mr.  President. 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida  will  so  state  it. 

Mr.  CHILES.  The  parliamentary  in- 
quiry is  if  the  Senator  from  Ohio  was 
on  his  feet  seeking  recognition  would 
he  not  be  entitled  to  recognition 
before  the  Chair  made  its  ruling? 

The  PRESIDING  OFFICER.  If  the 
Senator  was  on  his  feet  seeking  recog- 
nition  

Mr.  CHILES.  The  Senator  was  on 
his  feet. 

The  PRESIDING  OFFICER  [con- 
tinuing]. He  would  be  entitled  to  be 
recognized. 

Mr.  METZENBAUM.  I  was  on  my 
feet.  I  was  seeking  recognition. 

D  1330 

The  PRESIDING  OFFICER.  The 
Chair  heard  no  such  appeal. 

Mr.  METZENBAUM.  No  such 
appeal? 

The  PRESIDING  OFFICER.  No 
such  appeal  was  heard  by  the  Chair  in 
a  timely  fashion. 

Mr.  CHILES.  Mr.  President,  parlia- 
mentary inquiry.  I  thought  the  Chair 
was  listening  to  the  Parliamentarian 
at  the  time.  The  Senator  from  Ohio 
was  on  his  feet.  I  observed  that  he  was 
on  his  feet.  I  think  it  is  bad  for  us  to 
have  a  motion  overruling  the  Chair. 

Mr.  LONG.  A  point  of  order.  Mr. 
President.  There  is  more  involved  than 
the  Senator  from  Ohio  being  on  his 
feet.  He  must  get  recognized  by  the 
Chair.  He  must  by  saying,  "Mr.  Presi- 
dent." There  are  a  lot  of  people  on 
their  feet  at  this  very  moment.  They 
are  not  all  saying.  "Mr.  President,"  ad- 
dressing the  Chair.  The  question  is, 
was  the  Senator  from  Ohio  on  his  feet 
addressing  the  Chair,  which  means, 
did  he  say,  "Mr.  President;  Mr.  Presi-* 
dent;  Mr.  President. '  I  did  not  hear 
that. 

The  PRESIDING  OFFICER.  The 
Chair  did  not  observe  the  Senator 
from  Ohio  on  his  feet  addressing  the 
Chair  in  a  timely  manner. 

Mr.  DOMENICI.  Mr.  President,  I 
ask  unanimous  consent  that  I  may 
have  30  seconds. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOMENICI.  Mr.  President,  the 
truth  of  the  matter  is  Senator  Metz- 
enbaum made  a  mistake,  that  is  all.  He 
really  was  waiting  around  thinking 
that  he  should  have  made  this  after 
you  ruled,  and  that  was  wrong.  If  he 
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wants  us  now  to  undo  all  of  our  rules, 
we  can,  but  he  just  made  a  mistake. 
He  was  asking  how  to  do  it  and  you 
were  luling  and  he  had  to  already 
make  it  before  you  started  ruling.  I 
mean,  that  is  the  way  we  have  been 
doing  it  all  day.  Everybody  here  has 
been  standing  up  and,  before  you  rule, 
they  moved  and  he  just  did  not  do 
that. 

Now.  the  Senate  can  fix  it  any  way 
they  want.  But  the  Chair  is  not  deal- 
ing unfairly  with  the  Senator.  That  is 
just  the  breaks  at  this  point.  There  is 
just  no  question  about  it. 

Mr.  METZENBAUM.  Mr.  President, 
I  am  not  suggesting  the  Chair  is  deal- 
ing unfairly  with  me. 

Mr.  DOMENICI.  I  do  not  think  he 
made  a  mistake  at  all  on  this. 

Mr.  METZENBAUM.  I  have  two 
choices.  I  can  ask  unanimous  consent 
to  offer  the  waiver  motion  at  this 
point,  as  I  understand  it,  or  appeal  the 
ruling  of  the  Chair.  Does  the  Parlia- 
mentarian agree  with  that? 

The  PRESIDING  OFFICER.  The 
Senator  from  Ohio  has,  in  fact,  ap- 
pealed the  ruling  of  the  Chair  that  the 
original  appeal  was  not  timely. 

Mr.  METZENBAUM.  I  am  appealing 
the  ruling  that  the  Chair  made  that  it 
was  not  timely. 

The  PRESIDING  OFFICER.  That  is 
the  pending  question. 

Mr.  DOMENICI.  Parliamentary  in- 
quiry. Does  it  take  60  votes  to  overrule 
the  Chair  on  this? 

The  PRESIDING  OFFICER.  It 
takes  a  majority  vote  to  sustain  the 
Chair  on  this. 

Mr.  DOMENICI.  If  the  Chair  is  not 
sustained,  will  the  Senator  not  have  to 
go  through  the  60  votes  on  a  point  of 
order,  assuming  he  properly  makes  the 
motion? 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Mexico  is  correct. 

Mr.  DOMENICI.  Why  do  we  not  just 
do  that  by  consent? 

Mr.  METZENBAUM.  That  is  per- 
fectly agreeable  with  me,  that  I  have 
an  opportunity  to  have  a  vote.  No 
problem. 

Mr.  DOMENICI.  I  do  not  think  we 
ought  to  have  precedents  overruling 
the  Chair  when  the  Chair  is  right  and 
allow  the  Senator  to  do  something. 

Mr.  METZENBAUM.  This  is  a  com- 
mittee amendment  in  the  committee 
that  was  adopted.  I  am  perfectly  will- 
ing to  stand  on  the  basis  of  the  rules 
and  ask  for  the  opportunity  to  offer 
the  motion  to  waive.  If  I  get  60  votes, 
fine. 

I,  therefore,  offer  the  motion  to 
waive  the  rule. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  that  request?  With- 
out objection,  then,  it  is  so  ordered. 

The  question  is  now  on  the  motion 
to  waive. 

Mr.  GRAMM.  Mr.  President,  I  ask 
unanimous  consent  that  we  may  both 
have  30  seconds  to  explain  the  issue. 


The  PRESIDING  OFFICER.  Is 
there  objection?  Thirty  sv-conds  was 
asked  for.  There  is  no  objection. 

Mr.  GRAMM.  Mr.  President,  the 
issue  here  is  very  simple.  The  distin- 
guished minority  leader  made  a  point 
the  last  time  we  went  through  this 
process  that  people  were  using  recon- 
ciliation to  spend  money.  That  is  the 
issue  here,  pure  and  simple.  The  com- 
mittee missed  its  reconciliation  target 
by  $1.2  billion  and  the  Senior  added 
on  $256  million  of  new  spending  on  a 
bill  that  is  supposed  to  save  money. 
We  have  an  opportunity  to  do  here 
what  we  all  said  we  were  going  to  do 
last  year,  strip  this  add-on  out.  I  urge 
my  colleagues  to  vote  that  way. 

Mr.  METZENBAUM.  Mr.  President, 
the  CBO  has  said  this  has  no  budget- 
ary impact.  The  Energy  Committee 
agreed  to  put  this  provision  into  the 
measure.  The  National  Governors 
Conference  totally  supports  this 
amendment.  We  are  talking  about  con- 
servation amendments.  We  are  talking 
about  conservation  amendments.  We 
are  talking  about  energy  conservation 
amendments. 

I  believe  that  it  came  out  of  the  com- 
mittee with  it.  It  is  in  the  bill  at  the 
present  time,  there  is  no  attempt  to 
break  the  budget.  I  have  no  desire  to 
do  that.  I  supported  every  motion  this 
evening  with  respect  to  that. 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  from  Ohio  has  ex- 
pired. 

Mr.  FORD.  Mr.  President,  I  ask 
unanimous  consent  that  I  might  pro- 
ceed for  15  seconds. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Hearing  none,  it  is  so 
ordered. 

Mr.  FORD.  What  is  the  amendment 
all  about?  What  does  it  do?  We  have 
not  heard  that.  We  will  be  able  to  read 
that,  but  we  have  not  heard  any  expla- 
nation of  what  the  amendment  does. 

Mr.  METZENBAUM.  Mr.  President, 
5  seconds. 

The  PRESIDING  OFFICER.  The 
Senate  is  not  in  order. 

Mr.  METZENBAUM.  I  ask  for  5  sec- 
onds. 

Mr.  DOMENICI.  If  you  want  5, 1  will 

Mr.  METZENBAUM.  Fine. 

The  PRESIDING  OFFICER.  Does 
the  Senator  from  Ohio  have  a  request 
of  the  Chair? 

Mr.  METZENBAUM.  Yes.  I  ask 
unanimous  consent  that  I  may  have  5 
seconds. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  METZENBAUM.  Five  minutes. 

Mr.  DOLE.  I  object  to  5  minutes. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

Mr.  DOLE.  Let  us  vote.  I  object. 

The  PRESIDING  OFFICER.  There 
is  an  objection. 

The  question  is  on  the  motion  to 
waive. 


Mr.  METZENBAUM.  Mr.  President. 
I  ask  unanimous  consent  that  I  may 
have  1  minute. 

Mr.  DANFORTH.  I  object. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  DANFORTH.  I  object. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

Mr.  METZENBAUM.  I  ask  for  the 
yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  motion  to  waive. 
The  yeas  and  nays  have  been  ordered 
and  the  clerk  will  call  the  roll. 

The  assistant  legislative  clerk  called 
the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn],  the 
Senator  from  Arizona  [Mr.  Gold- 
water],  and  the  Senator  from  Ver- 
mont [Mr.  Stafford]  are  necessarily 
absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Oklahoma  [Mr. 
Boren],  the  Senator  from  Hawaii  [Mr. 
Matsunaga],  the  Senator  from  Arkan- 
sas [Mr.  Pryor]  and  the  Senator  from 
Colorado  [Mr.  Hart]  are  nece.ssarily 
absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber desiring  to  vote? 

The  result  was  announced— yeas  32, 
nays  61,  as  follows: 

[Rollcall  Vote  276  Leg.] 


YEAS-32 

Andrews 

Gore 

Mitchell 

Biden 

Harkln 

Pell 

Bingaman 

Inouye 

Riegle 

Bradley 

Johnston 

Rockefeller 

Cohen 

Kennedy 

Sarbanes 

DeConcini 

Kerry 

Sasser 

Dixon 

Lautenberg 

Simon 

Durenbergcr 

Leahy 

Specter 

Exon 

Levin 

Warner 

Ford 

Melcher 

Zorinsky 

Glenn 

Metzenbaum 
NAYS-61 

Abdnor 

Gorton 

Moynihan 

Armstrong 

Gramm 

Murkowski 

Baucus 

Grassley 

Sickles 

Bentsen 

Hatch 

Nunn 

Boschwitz 

Hatfield 

Packwood 

Broyhill 

Hawkins 

Pressler 

Bumpers 

Hecht 

Proxmire 

Burdick 

Heflin 

Quayle 

Byrd 

Heinz 

Roth 

Chafee 

Helms 

Rudman 

Chiles 

Hollings 

Simpson 

Cochran 

Humphrey 

Stennis 

Cranston 

Kassebaum 

Stevens 

D'Amato 

Kasten 

Symms 

Danforth 

Lax  alt 

Thurmond 

Denton 

Long 

Trible 

Dodd 

Lugar 

Wallop 

Dole 

Mathias 

Weicker 

Domenici 

Mattingly 

Wilson 

Eagleton 

McClure 

Evans 

McConnell 

NOT  VOTING 
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Boren 

Hart 

Stafford 

Gam 

Malsunaga 

Goldwater 

Pryor 

The  PRES 
motion  to  w 
are  32  yeas, 
agreed  to. 

Mr.  HOLl 
er  the  vote 
rejected. 

Mr.  DOM] 
motion  on  tl 

The  PRE 
the  point  of 

Mr.  SYMI 
like  to  comr 
ciliation  bil 
though,  I  1 
intend  to  vc 
ments  to  it 
budget  cuts, 
mal  enthusi; 

Technical] 
billion  in  "s 
cally,  is  wh 
favor  of  it.  : 
from  impres 
must  be  doi 
ing  under  co 

First  of  al 
October  1  ; 
$14.5  billio 
missing  the 
$144  billion 
see  that  thi 
tion  is  not  vi 

Second,  a 
the  provisi( 
package  rev 
real  cuts.  A 
cigarette  ta: 
taxes.  Adde 
several  usei 
short,  its  re( 

Now,  thes 
be  fine  whi 
cant  budge 
pretty  weak 

The  third 
legislation  i 
steps  forwai 
addition  to 
and  other  s; 
includes  $2 
ing. 

Mr.  Presic 
to  balance  t 
we've  been 
opposed  thi; 
tee  because 
rious,  weakr 

Our  whole 
tion  has  be 
Congress  hs 
out  this  pn 
an    inabilitj 
budget  cuts 
stand    this 
budget  cuts 
side-effects 
But  sooner 
fluff,   and 
eliminate  tl 
have  to  star 

We  are  si 
our  goal  of 
end  to  defic 


So  the  motion  was  rejected. 


September  19,  1986 


CONGRESSIONAL  RECORD— SENATE 


24909 


President, 
lat  I  may 


JR.  Objec- 
;k  for  the 


)unce  that 
oma  [Mr. 
[awaii  [Mr. 
om  Arkan- 
nator  from 
necessarily 

CER.  Are 
the  Cham- 


D  2350 

The  PRESIDING  OFFICER.  On  the 
motion  to  waive  the  Budget  Act,  there 
are  32  yeas.  61  nays.  The  motion  is  not 
agreed  to. 

Mr.  ROLLINGS.  I  move  to  reconsid- 
er the  vote  by  which  the  motion  weis 
rejected. 

Mr.  DOMENICI.  I  move  to  lay  that 
motion  on  the  table. 

The  PRESIDING  OFFICER.  And 
the  point  of  order  is  sustained. 

Mr.  SYMMS.  Mr.  President,  I  would 
like  to  comment  on  the  budget  recon- 
ciliation bill  before  us  today.  First 
though,  I  would  like  to  say  that  I 
intend  to  vote  for  it  and  any  amend- 
ments to  it  which  increase  its  meager 
budget  cuts.  But  I  will  do  so  with  mini- 
mal enthusiasm. 

Technically,  this  bill  represents  $3.7 
billion  in  "savings."  And  that,  techni- 
cally, is  why  I  will  cast  my  vote  in 
favor  of  it.  But  that  $3.7  billion  is  far 
from  impressive,  and  far  short  of  what 
must  be  done  to  bring  Federal  spend- 
ing under  control. 

First  of  all,  just  in  order  to  avoid  an 
October  1  sequester  we  need  to  cut 
$14.5  billion— and  even  then  we're 
missing  the  Gramm-Rudman  target  of 
$144  billion  by  $10  billion.  Anyone  can 
see  that  this  bill's  $3.7  billion  reduc- 
tion is  not  very  significant. 

Second,  a  cursory  examination  of 
the  provisions  in  this  reconciliation 
package  reveals  that  it  includes  few 
real  cuts.  At  its  core  is  $2.4  billion  in 
cigarette  taxes  and  extended  Medicare 
taxes.  Added  to  that  budget  cut  are 
several  user  fees  and  loan  sales.  In 
short,  its  reductions  are  largely  fluff. 

Now.  these  revenue  enhancers  may 
be  fine  when  combined  with  signifi- 
cant budget  cuts,  but  they  make 
pretty  weak  legislation  on  their  own. 

The  third  major  problem  with  this 
legislation  is  that  it  literally  is  three 
steps  forward  and  two  steps  back.  In 
addition  to  the  taxes,  fees,  loan  sales. 
and  other  spending  cuts,  this  bill  also 
includes  $2  billion  in  increased  spend- 
ing. 

Mr.  President,  this  is  a  strange  way 
to  balance  the  budget.  But  its  the  way 
we've  been  going  about  it  all  along.  I 
opposed  this  year's  budget  in  commit- 
tee because  of  similar,  though  more  se- 
rious, weakness. 

Our  whole  approach  to  deficit  reduc- 
tion has  been  flawed  and  ineffective. 
Congress  has  demonstrated,  through- 
out this  process,  an  unwillingness  or 
an  inability  to  actually  make  real 
budget  cuts.  Politically.  I  can  under- 
stand this  reluctance  because  real 
budget  cuts  invariably  have  negative 
side-effects  for  some  interest  groups. 
But  sooner  or  later,  we  will  run  out  of 
fluff,  and  if  we  intend  to  actually 
eliminate  this  massive  deficit  we  will 
have  to  start  making  significant  cuts. 

We  are  still  a  great  distance  from 
our  goal  of  a  balanced  budget  and  an 
end  to  deficit  spending.  In  our  refusal 


to  make  significant  budget  cuts  we 
have  avoided  the  only  direct  approach. 
The  path  we  have  chosen  has  been  so 
roundabout,  and  our  advance  so  timid, 
that  I  question  whether  we  have  made 
any  real  progress  at  all. 

This  reconciliation  bill  seems  to  be 
just  one  more  stop  on  this  oblique 
scenic  route  to  deficit  reduction. 

Mr.  President,  dispite  my  criticisms 
of  this  bill,  and  my  serious  reserva- 
tions about  the  way  we  are  handling 
the  deficit  problem.  I  respect  the  ef- 
forts of  the  distinguished  chairman  of 
the  Budget  Committee.  He  has  the 
frustrating  responsibility  of  trying  to 
forge  some  sort  of  consensus  on  the 
question  of  deficit  reduction.  He  has 
worked  to  make  this  a  bipartisan 
effort,  and  has  faced  many  roadblocks. 
I  do  not  envy  him  his  task. 

I  will  vote  for  this  bill— because  it 
represents  at  least  a  modest  attempt 
at  deficit  reduction.  I  will  vote  for 
amendments  which  strengthen  its 
impact.  I  hope  we  can  achieve  some 
compromise  combination  which  will 
avoid  a  sequester  on  October  1. 

But  I  hope  after  this  cycle  runs  its 
course,  that  we  can  come  back  next 
session  having  learned  from  the  fail- 
ures of  this  one  and  finally  address 
the  budget  problem  head  on. 

CHANGING  THE  FDIC  INSURANCE  FUND  IN  THE 
RECONCILIATION  BILL  IS  A  MISTAKE 

Mr.  DIXON.  Mr.  President.  the-Do- 
menici-Chiles  amendment  contains  a 
provision  that,  for  the  first  time,  im- 
poses Federal  deposit  insurance  premi- 
ums on  the  foreign  deposits  of  Ameri- 
can banks.  This  provision  is  designed 
to  raise  roughly  $310  million. 

Insurance  premiums,  are,  or  course, 
user  fees.  Under  current  budgetary 
procedures,  they  do  count  as  Federal 
revenues.  I  also  understand  that  there 
are  legitimate  arguments  for  including 
foreign  deposits  in  the  insurance  base 
of  the  FDIC  fund.  Foreign  deposits, 
like  domestic  deposits,  are  effectively 
protected  by  the  FDIC  in  cases  where 
a  bank  falls  into  financial  difficulty. 
On  the  other  side,  there  are  also 
strong  arguments,  relating  to  the 
impact  this  change  would  have  on  the 
international  competitiveness  of  U.S. 
banks,  the  impact  this  change  would 
have  on  our  trade  deficit,  and  the 
impact  of  the  tax  reform  bill  on  banks, 
for  not  making  this  kind  of  change. 

However,  this  is  a  question  that  I 
think  should  be  addressed  by  the 
Senate  Banking  Committee.  I  do  not 
think  it  is  appropriate  to  address  this 
issue  in  the  reconciliation  bill.  The 
reason  I  do  not  is  simple:  The  FDIC 
fund  is  currently  growing  rapidly  and 
there  is  no  need  for  additional  reve- 
nues. The  fund  currently  receives 
about  $1.5  billion  in  insurance  premi- 
ums, and  an  additional  $1.5  billion  in- 
vestment income  on  the  unused  sur- 
plus in  the  fund. 

The  FDIC  fund  has  never  used  any 
of   its  investment   income   to   address 


bank  problems,  or  even  to  meet  its  ad- 
ministrative expenses.  The  number  of 
bank  failures  has  been  rising  dramati- 
cally in  recent  years,  but  the  insurance 
fund  has  continued  to  grow. 

Whether  to  include  foreign  deposits 
in  the  fund's  premium  base,  therefore, 
should  not  be  viewed  as  a  revenue 
issue.  I  am  not  convinced  that  the 
fund  needs  an  additional  $310  million 
in  revenue— that  case  has  not  been 
made  before  the  Banking  Committee— 
and  since  there  is  no  clear  need  for  ad- 
ditional revenue,  I  do  not  believe  this 
provision  belongs  in  a  reconciliation 
bill. 

I  hope  everyone  in  the  banking  in- 
dustry understands  that,  under  this 
bill,  the  additional  revenue  could  not 
be  used  to  lower  the  insurance  premi- 
ums for  all  banks.  It  has  to  be  used  to 
increase  the  fund  balance:  otherwise, 
it  provides  no  net  new  money  to  the 
fund. 

I  would  like  to  offer  an  amendment 
to  delete  this  provision,  but  given  the 
posture  we  are  in,  and  the  need  to 
avoid  across-the-board  sequestration, 
such  an  amendment  would  likely  not 
be  successful.  There  should  be  an  op- 
portunity, however,  in  the  upcoming 
House-Senate  conference  on  the  rec- 
onciliation bill,  to  find  a  more  appro- 
priate way  to  meet  the  G-R-H  targets. 
I  hope  this  provision  can  be  deleted, 
and  the  issue  returned  to  the  Banking 
Committee  for  decision,  which  is 
where  it  belongs. 

Mr.  MOYNIHAN.  Mr.  President,  we 
have  before  us  a  reconciliation  bill, 
which  putatively  would  reduce  the 
deficit  to  $154  billion.  Thafwould  be  a 
deficit  small  enough  to  prevent  the  ne- 
cessity of  an  across-the-board,  Gramm- 
Rudman-Hollings  sequester  order. 

The  deficit  will,  in  fact,  be  much 
higher:  $170  billion  or  $180  billion. 
The  fact  is  we  don't  know  what  the 
deficit  will  be  for  fiscal  year  1987.  Eco- 
nomics is  not  a  perfect  science,  and 
history  has  shown  that  we  cannot  pre- 
dict the  course  of  the  economy  with 
the  degree  of  accuracy  required  by 
Gramm-Rudman-HoUings. 

It  discourages  me  to  have  to  say  this, 
but  despite  the  good  intentions  of 
those  who  crafted  the  proposal,  it  will 
not  achieve  the  $13.2  billion  of  deficit 
reduction  it  promises. 

The  legislation  claims  to  reduce  the 
deficit  by  $2.4  billion  through  in- 
creased tax  compliance.  Yet  I  ask  my 
colleagues  how  much  of  an  increase  in 
tax  revenues  through  increased  com- 
pliance is  actually  possible? 

Moreover,  if  the  economy  continues 
as  it  is,  instead  of  at  the  relatively  op- 
timistic growth  rate  assumed  in  the 
OMB  and  CBO  calculations,  there  will 
be  more  spending  than  expected,  and 
less  revenues  flowing  to  the  Treasury. 
In  fact,  if  the  Blue  Chip  consensus 
forecast  were  substituted  for  OMB/ 
CBO  economics,  the  expected  deficit 
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would  be  $3  billion  to  $5  billion  great- 
er than  projected. 

Another  $680  million  of  deficit  re- 
duction comes  from  advancing  the 
final  payment  for  general  revenue 
sharing  from  October  5,  1986,  to  Sep- 
tember 30,  thus  moving  the  expendi- 
ture into  fiscal  year  1986.  So,  we  will 
increase  the  deficit  in  fiscal  year  1986 
and  reduce  it  by  an  equal  amount- 
through  an  accounting  practice— in 
fiscal  year  1987. 
That  is  not  serious  deficit  reduction. 
Congress  should  not  say  it  is  doing 
something  that  it  knows  it  cannot  do. 
Congress  ought  not  misrepresent  the 
facts.  What  has  happened  is  that  we 
passed  a  bad  law— "a  bad  idea  whose 
time  had  come."  so  to  speak— and  now, 
instead  of  repealing  that  law  as  I  have 
urged,  we  instead  seek  to  cover  our 
tracks  through  financial  wizardry. 

We  may  realistically  expect  $5  bil- 
lion to  $7  billion  of  deficit  reduction 
from  this  proposal.  That  would  be  fine 
with  me,  if  we  told  the  public  that  $5 
billion  to  $7  billion  of  deficit  reduction 
is  all  we  can  achieve  without  causing 
harm  to  the  economy. 

Mr.  President,  an  interesting  note 
with  regard  to  this  reconciliation  pro- 
posal. Last  year.  Senator  Lautenberg 
joined  me  in  offering  a  proposal  to  sell 
over  $100  billion  of  Federal  loan  assets 
over  3  years.  That  proposal  was.  well, 
raucously  rejected  by  the  Senate 
Budget  Committee.  As  I  recall,  on  that 
occasion,  the  chairman  asked  whether 
this  was  my  proposal  to  sell  the  Grand 
Canyon. 

Later,  on  the  Senate  floor,  we  of- 
fered an  amendment  to  establish  a 
pilot  program  of  loan  asset  sales,  call- 
ing for  the  sale  of  $8  billion  in  rural 
housing  loans  for  each  of  the  next  3 
years.  At  that  time,  another  distin- 
guished member  of  the  committee, 
designated  to  oppose  our  proposal  on 
behalf  of  the  majority,  referred  to  it 
as  the  'flim-flam"  amendment.  That 
proposal  got  just  26  votes. 

Just  before  the  Budget  Committee 
voted  out  the  budget  resolution  on 
March  19  of  this  year,  I  asked  our  in- 
defatigably  good-natured  chairman 
whether  his  proposal  for  "loan  asset 
sales  '  in  function  500  was  similar  to 
the  proposal  Senator  Lautenberg  and 
I  had  offered  last  year— to  the  incre- 
dulity, nay  hilarity,  of  other  members 
of  the  committee. 

It  was,  in  fact,  the  very  same.  What 
was  hooted  at  by  the  majority  a  year 
ago  is  quietly  adopted  1  year  later. 

Loan  asset  sales  were  contained  in 
the  final  budget  resolution  and  in  the 
reconciliation  bill  assembled  by  the 
Budget  Committee  on  July  31.  That 
bill— the  unamended  S.  2706— con- 
tained about  $3  billion  of  loan  asset 
sales. 

Now  we  will  have  more.  The  amend- 
ed bill  calls  for  $4.8  billion  of  loan 
asset  sales. 


That  does  not  trouble  me.  The  Gov- 
ernment's loans  are  better  serviced  by 
the  private  sector  and.  if  sold  proper- 
ly—on an  overcollaterized  basis— could 
reduce  the  deficit. 

I  believe  that  at  least  part  of  our 
problem  stems  from  the  fact  that  the 
Senate  has  seemingly  abandoned  the 
committee  process  in  the  last  2  years. 

There  were  no  hearings  held  before 
the  Senate  passed,  let  alone  consid- 
ered, the  Gramm-Rudman-HoUings 
legislation. 

Increasingly,  we  find  ourselves 
forced  to  vote  on  such  important  prop- 
ositions without  full  committee  debate 
and  in  a  rushed  manner  on  the  Senate 
floor.  That  is  no  way  to  do  the  busi- 
ness of  the  Nation. 

THE  SALE  OF  CONRAIL 

Mr.  ROCKEFELLER.  Mr.  President, 
I  rise  to  offer  my  view  on  the  provi- 
sions of  this  bill  relative  to  the  sale  of 
the  Consolidated  Rail  Corporation— 
Conrail. 

Mr.  President,  throughout  the  con- 
gressional review  process  on  the  sale 
of  Conrail,  I  was  an  advocate  of  the 
public  offering  concept.  I  am  gratified 
that  the  action  the  Senate  will  take  in 
this  bill  will  lead  to  that  eventual  con- 
clusion. I  offer  my  support  for  the  in- 
clusion of  the  Conrail  provision  in  this 
bill  and  encourage  my  colleagues  who 
might  conference  with  the  House  to 
pay  special  attention  to  additional  pro- 
visions which  might  make  a  public  sale 
more  successful. 

When  we  debated  Conrail,  Mr.  Presi- 
dent, I  backed  the  Morgan  Stanley 
public  offering  plan  because  for  West 
Virginia  and  the  Nation  it  is  the  better 
option.  For  West  Virginia,  it  keeps 
alive  and  intact  the  direct  and  indirect 
forces  of  competition  from  three 
strong  railroads;  it  likewise  avoids  the 
considerable  negative  impact  that 
might  occur  from  the  substantial  di- 
versions of  coal  from  one  rail  line  to 
another,  or  from  one  State  to  another. 

For  the  Nation,  in  addition  to  ad- 
dressing concerns  about  competition 
and  the  diversion  or  disruption  of  traf- 
fic. I  believe  the  public  offering  alter- 
native will  best  serve  the  future  of  our 
Nation's  rail  system. 

Although  there  was  strong  support 
in  the  Senate  for  the  public  offering 
concept,  the  Senate  backed  the  Secre- 
tary of  Transportation's  choice.  I  com- 
pliment her  for  her  hard  work  and 
success  in  the  Senate,  even  though  I 
disagreed  with  her  choice.  But  that 
option  is  no  longer  before  us.  The 
House  of  Representatives  wisely  re- 
fused to  go  along,  and  the  Norfolk 
Southern  bid  has  been  withdrawn. 

Mr.  President,  under  the  circum- 
stances. I  think  we  must  move  ahead 
to  sell  the  railroad.  As  a  Government, 
we  clearly  need  the  revenues,  whether 
the  sale  price  is  $1.7  billion— the  mini- 
mum amount  chosen  by  the  House 
Energy  and  Commerce  Committee— or 
a  larger  figure  as  some  have  predicted. 


Furthermore,  the  health,  strength, 
and  viability  of  Conrail  makes  now  the 
time  to  sell.  The  railroad  has  chalked 
up  a  solid  financial  performance  in  the 
last  5  years  and  continues  to  demon- 
strate its  capability  to  modernize, 
adapt,  and  profit,  even  though  most 
other  economic  indicators  are  flat. 
The  mere  fact  that  the  investment 
house  of  Morgan  Stanley  has  devel- 
oped and  maintained  a  group  of  over 
40  sophisticated  investors  to  purchase 
the  railroad  for  over  a  year  speaks  to 
the  degree  of  confidence  Wall  Street 
places  in  the  future  of  this  railroad. 

Mr.  President,  our  decision  to  in- 
clude the  sale  of  Conrail  in  this  bill 
should  not  be  half-hearted,  or  without 
the  substantive  provisions  necessary  to 
make  the  sale  a  success.  After  all  of 
our  work  on  the  Conrail  issue,  all  of 
our  indepth  review  of  both  the  Secre- 
tary's proposal  and  the  public  offering 
alternative,  I  think  the  reconciliation 
bill  passed  by  the  Congress  should  give 
as  much  guidance  to  the  Secretary  as 
is  practical  to  consummate  a  success- 
ful sale. 

As  it  stands.  Mr.  President,  the  sale 
language  included  in  the  bill  before  us 
references  the  provisions  of  the 
Senate-passed  Conrail  bill.  But  that 
bill  did  not  contemplate  a  public  offer- 
ing. We  have  the  knowledge  and  infor- 
mation with  which  to  help  structure  a 
sale  of  Conrail  in  this  manner  and  we 
should  not  fail  to  exercise  reasoned 
judgment  merely  because  it  is  late  in 
the  session. 

Mr.  President,  how  this  sale  is  struc- 
tured—the manner  of  offering,  the 
future  restrictions  and  covenants  on 
the  railroad,  even  the  way  the  invest- 
ment sales  team  is  developed— is  criti- 
cal to  receipt  of  the  best  sales  price. 
This  will  be  the  largest  public  offering 
of  stock  in  history.  It  will  likely  in- 
volve most  of  Wall  Street  to  bring  it  to 
a  successful  conclusion.  As  such,  it  will 
be  absolutely  critical  to  the  success  of 
the  offering  that  it  be  designed  and 
managed  in  such  a  way  as  to  maximize 
the  return  to  the  Government  as  well 
as  to  ensure  the  future  health  of  the 
railroad. 

The  House  of  Representatives,  Mr. 
President,  seems  poised  to  deal  with 
such  substantive  issues  and  the 
Energy  and  Commerce  Committee  has 
oriented  its  Conrail  provisions  specifi- 
cally for  a  public  offering.  I  haven't 
studied  every  provision  of  the  bill  that 
the  House  Energy  and  Commerce 
Committee  has  pieced  together;  in 
fact,  I'm  disappointed  that  they  nar- 
rowly rejected  much-needed  Staggers 
Act  reform  amendments.  I  would  urge, 
nonetheless,  that  the  conferees  and 
the  Senate  as  a  whole  be  prepared  to 
give  careful  consideration  to  the  pack- 
age of  amendments  they  have  pre- 
pared, including  the  guidance  they 
have  given  regarding  the  structure  of 
the  Conrail  sales  team. 
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Mr.  President,  I  believe  we  are  on 
the  right  track  as  we  move  toward  a 
public  offering  of  Conrail.  We  should 
be  mindful  to  give  the  Secretary  as 
much  guidance  as  is  practical  to  make 
the  sale  a  success.  We  owe  it  to  the 
railroad,  and  its  thousands  of  employ- 
ees, and  we  owe  it  to  the  American 
people  who  have  invested  billions  of 
dollars  in  Conrail  to  help  it  back  to  fi- 
nancial health. 

Mr.  DENTON.  Mr.  President,  the 
Congress  once  again  confronts  a  most 
important  issue  before  the  American 
people:  How  can  we  reduce  and  control 
the  Federal  deficit,  and  ultimately  bal- 
ance the  budget? 

We  have  before  us  a  package  that 
may  relieve  the  Congress  for  a  short 
period  of  the  necessity  to  take  decisive 
action.  It  does  not,  however,  go  to  the 
heart  of  the  problem,  and  the  funda- 
mental difficulties  will  remain  to  be 
dealt  with  at  a  future  time.  The  bill 
simply  does  not  deal  with  the  funda- 
mental and  difficult  question  of  how 
to  reduce  overall  spending  for  the  long 
run. 

The  Congress  must  cut  Federal  ex- 
penditures. And  it  must  reform  Feder- 
al programs  in  a  way  that  will  effec- 
tively reduce  those  expenditures  over 
the  long  term.  On  many  occasions,  I 
have  spoken  about  the  need  for  insti- 
tutional reform  of  our  welfare  and  en- 
titlement programs.  I  have  recalled  for 
my  colleagues  the  observation  of  Dr. 
Thomas  Sowell,  of  Stanford  Universi- 
ty, who  has  pointed  out  that  at  least 
two-thirds  of  the  money  appropriated 
for  welfare  programs  does  not  reach 
the  poor.  He  says  that  if  only  one- 
third  of  the  money  appropriated  to 
fight  poverty  actually  reached  poor 
people,  we  would  have  no  one  left  in 
poverty. 

I  believe  that  Dr.  Sowell  is  exactly 
correct.  The  Congress  must  address 
the  issues,  and  we  have  not. 

If  we  are  to  reduce  spending  over 
the  long  term,  we  must  reform  pro- 
grams to  meet  the  legitimate  needs  of 
the  American  public  at  less  cost  than 
is  now  the  case.  There  has  got  to  be  a 
better  way.  We  cannot  do  it  with  cos- 
metics. We  cannot  do  it  with  "cre- 
ative" accounting.  We  have  to  do  it 
with  a  new  and  revolutionary  ap- 
proach. 

There  are  many  existing  programs 
in  which  the  Congress  can  find  ways 
to  reduce  costs.  We  must  target  public 
assistance  programs  to  those  most  in 
need.  GRS,  EDA,  UDAGs,  and  other 
programs  should  be  reformed  to  help 
those  areas  most  in  distress  and  in 
need  of  Federal  assistance,  and  to  put 
an  end  to  the  process  of  providing  Fed- 
eral funds  to  areas  that  are  not  in 
need. 

We  must  continue  to  look  at  ways  to 
reduce  Federal  expenditures  while 
continuing  the  really  vital  programs. 

There  are  three  provisions  of  the 
amendment  that  I  want  to  mention 


specifically.  I  support  the  provisions  to 
eliminate  the  COLA  trigger  for  Social 
Security,  the  provision  allowing  the 
prepayment  of  rural  electric  loans, 
and  the  deficiency  payments  to  farm- 
ers for  the  fiscal  year  1987  crops  of 
wheat,  feed  grairis,  upland  cotton,  and 
rice. 

I  strongly  support  eliminating  the 
trigger  for  Social  Security  COLA's.  I 
have  cosponsored  a  bill  that  would 
delete  the  trigger  requirement.  The 
current  trigger  provision  requires  that 
the  consumer  price  indicator  (CPI) 
rise  at  least  3  percent  during  the  com- 
putation period  or  the  COLA  is  post- 
poned until  the  first  year  in  which  the 
combined  CPI  rise  since  the  last  COLA 
given  is  at  least  3  percent.  The  COLA 
trigger  creates  costs  for  the  Social  Se- 
curity system.  I  believe  that  the  pas- 
sage of  the  provision  in  the  amend- 
ment is  in  the  best  interests  of  our 
Social  Security  recipients,  of  the  Fed- 
eral Treasury,  and  of  America's  tax- 
payers. 

I  support  the  refinancing  of  the 
Rural  Electric  Program  so  that  it  can 
continue  to  operate  in  an  efficient  and 
orderly  manner.  The  Rural  Electricity 
Program  in  Alabama  helps  to  bring 
energy  to  the  farm  areas  of  my  State. 
Without  that  vital  program,  the  rural 
areas  of  Alabama  and  other  States 
would  not  have  light  in  the  early 
morning  when  children  leave  for 
school,  or  electricity  for  farm  equip- 
ment and  tools  during  the  day.  Farm 
wives  would  not  be  able  to  perform 
their  household  functions  except  in 
the  most  laborious  ways.  We  need  the 
Rural  Electric  Program  for  our  facto- 
ries, for  our  farms,  and  for  our  fami- 
lies. 

This  year,  more  than  any  other  that 
I  can  remember,  farmers  in  Alabama 
vitally  need  the  Deficiency  Payments 
Program.  Because  of  the  drought  in 
the  southeastern  part  of  the  United 
States,  our  farm  community  has  suf- 
fered through  one  of  the  worst  years 
in  history.  For  most  farmers  who  par- 
ticipate in  the  Deficiency  Payment 
Program,  it  provides  the  only  hope 
that  they  have  this  year.  The  Defi- 
ciency Payment  Program  means  the 
difference  in  whether  farmers  in  Ala- 
bama and  ir>the  Southeast  will  stay  in 
farming  or  get  out  of  that  business. 
The  program  means  the  difference  in 
whether  a  farmer  feeds  his  family  and 
keeps  his  farm  or  declares  bankruptcy. 

Finally.  Mr.  President,  let  me  say 
that  I  support  the  provisions  in  the 
bill  that  provide  for  more  effective  en- 
forcement of  our  tax  laws.  I  don't  sup- 
port those  provisions  because  of  the 
revenues  that  they  will  generate.  I 
support  them  because  they  will  help 
to  assure  that  all  taxpayers  bear  their 
share  of  taxes,  and  will  ease  the 
burden  on  the  working  men  and 
women  of  Alabama  and  of  our  entire 
Nation.  I  know  that  most  Americans 
are  willing  to  do  their  part,  but  they 


justifiably  expect  that  everyone  will 
do  the  same. 

Mr.  President.  I  will  support  the 
amendment  and  the  bill.  I  do  so  reluc- 
tantly, however,  because  we  have  not 
yet  been  willing  to  take  on  the  funda- 
mental financial  problems  that  we 
face.  We  will  have  to  come  back  to 
those  problems,  sooner  or  later,  and 
we  will  have  to  solve  them,  sooner  or 
later. 

Otherwise.  Mr.  President,  the  people 
of  our  States  will  have  no  alternative 
but  to  find  representatives  who  will  be 
both  willing  and  able  to  do  what  needs 
to  be  done. 

Thank  you.  Mr.  President. 

Mr.  LAUTENBERG.  Mr.  President. 
I  rise  to  support  passage  of  this 
reconciliation  bill.  But.  let  there  be  no 
mistake.  This  bill  does  not  provide  a 
long-term  solution  to  the  deficit  pi-ob- 
lem. 

The  bill  would  cut  the  deficit  by 
over  $13  billion.  That  is  almost  $10  bil- 
lion more  in  cuts  than  the  bill  would 
have  provided,  had  it  come  before  us 
without  amendment.  Those  reductions 
are  welcome  and  needed. 

The  bill  would  increase  revenues  by 
close  to  $4  billion  through  increased 
enforcement  of  and  compliance  with 
our  tax  laws.  That  would  close  a  small 
part  of  the  $90  billion  revenue  gap: 
revenue  that  is  due  and  owing  to  the 
Federal  Government,  but  which  goes 
uncollected. 

I  support  taking  these  and  addition- 
al steps  in  this  area.  Faced  with  a  defi- 
cit of  close  to  $230  billion,  we  should 
do  all  we  can  to  collect  the  revenue 
that  is  due  the  Government.  Certainly 
we  should  do  that  before  imposing  ad- 
ditional burdens  on  the  public, 
through  increased  taxes  or  reduced 
Government  services. 

The  bill  would  also  secure  close  to  $5 
billion  in  deficit  reduction  through  the 
sale  of  loan  assets.  I  have  urged  on 
other  occasions  the  sale  of  loan  assets, 
to  promote  better  management  of  Fed- 
eral credit  programs  and  to  secure  the 
present  value  of  these  assets. 

The  bill  also  includes  legislation  au- 
thorizing the  sale  of  Conrail.  for  a  def- 
icit reduction  of  $2.1  billion.  I  have 
supported  the  sale  of  Conrail.  if  appro- 
priate conditions  were  met. 

Mr.  President,  under  the  provisions 
of  the  Gramm-Rudman-Hollings  law. 
there  is  pending  in  the  Senate  a  joint 
resolution  to  make  an  across-the-board 
cut  of  7.6  percent  in  certain  nonde- 
fense  programs,  and  a  cut  of  5.6  per- 
cent in  certain  defense  programs.  I 
would  oppose  such  a  resolution,  just  as 
I  opposed  the  Gramm-Rudman-Hol- 
lings law.  Blind,  arbitrary,  and  indis- 
criminate cuts  in  spending  is  no  way 
for  us  to  exercise  our  responsibility 
and  to  cut  the  budget  deficit. 

While  the  reconciliation  bill  is  not 
perfect,  it  is  preferable  to  the  Gramm- 
Rudman-Hollings  across-the-board  cut. 
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While  the  reconciliation  bill  is  not  per- 
fect, it  reflects  priorities  of  the  Senate. 
And  that  is  what  we  are  elected  to  do: 
set  priorities. 

Yet,  Mr.  President,  while  this  bill 
contains  elements  that  I  support,  the 
bill  falls  short  of  the  kind  of  action  we 
need  to  reduce  the  deficit.  We  cannot 
sell  Conrail  again  next  year.  The  Fed- 
eral Government's  loan  portfolio  is 
not  limitless. 

We  need  to  talte  steps  that  will  get 
the  deficit  down  and  keep  it  down.  In 
some  cases,  that  will  involve  increased 
revenues.  The  bill  as  amended  removes 
a  provision  I  supported:  an  increase  in 
the  tax  on  cigarettes.  That  was  a  pro- 
vision that  would  have  increased  reve- 
nues by  $1.6  billion,  while  reducing 
health  care  costs  associated  with 
smoking-related  diseases.  We  cannot 
reduce  the  deficit  in  a  lasting  way 
without  also  making  additional  cuts  in 
spending.  Those  cuts  are  not  in  this 
bill.  Neither  the  Senate  nor  the  Ameri- 
can people  should  be  under  the  im- 
pression that  this  bill  will  secure  a  per- 
manent reduction  of  the  deficit  of  the 
kind  we  need. 

The  CBO  projects  a  deficit  for  next 
year  of  $171  billion,  assuming  current 
levels  of  spending.  With  likely  in- 
creases in  spending,  the  deficit  would 
be  at  least  $2  billion  larger,  to  accom- 
modate a  slight  increase  in  appropria- 
tions, to  provide  for  a  fourth  shuttle, 
and  to  provide  a  Social  Security  cost- 
of-living  increase.  I  might  add  that  the 
CBO's  estimate  is  based  on  a  projec- 
tion of  economic  growth  of  3.2  per- 
cent. That  is  0.5  percent  higher  than 
the  growth  rate  projected  by  the  Blue 
Chip  consensus  of  private  forecasters. 
A  1  percent  error  in  projecting  the 
GNP  growth  would  result  in  an  $8-bil- 
lion  error  in  the  deficit  projection. 

I  recognize  that  the  tax  reform  bill, 
if  passed  as  expected,  is  projected  to 
add  $11  billion  in  additional  revenue  in 
fiscal  year  1987.  But  if  we  drink  from 
the  tax  reform  bill's  cup,  we  will  have 
one  giant  hangover  in  fiscal  year  1988. 
Because  in  fiscal  year  1988,  the  tax  bill 
will  lose  $22  billion. 

In  sum,  Mr.  President,  the  deficit  re- 
duction in  this  bill  is  welcome,  but  it 
does  not  go  far  enough. 

ON  TITLE  IX  OF  S.  2706.  RECONCILIATION  BILL 
FOR  FV   1987 

Mr.  WEICKER.  Mr.  President,  I  rise 
to  oppose  the  provision  of  the  leader- 
ship amendment  to  the  reconciliation 
bill,  S.  2706,  which  would  change  title 
IX  of  the  reconciliation  bill  to  direct 
that  the  Small  Business  Administra- 
tion [SBAl  section  503  certified  devel- 
opment company  loans  be  sold  with- 
out recourse  to  the  Federal  Govern- 
ment. I  believe  it  is  a  big  mistake  to 
sell  loans  without  recourse.  The  lead- 
ership amendment  purports  to  bring 
the  small  business  provisions  of  the 
bill  into  technical  compliance  by 
having  loans  sold  without  recourse  so 
that  under  the  Congressional  Budget 


Office  and  Office  of  Management  and 
Budget  new  scorekeeping  practices, 
the  sale  may  be  scored  as  achieving 
budget  savings. 

It  is  our  view,  however,  that  this 
scorekeeping  approach  has  important 
policy  implications  and  should  not  be 
left  to  the  wishes  of  the  OMB  and 
CBO  to  see  loan  sales  take  place  with- 
out recourse.  The  Small  Business 
Committee's  decision  to  sell  section 
503  loans  with  recourse  is  based  on  a 
desire  to  maximize  our  resources .  to 
reduce  the  Federal  budget  deficit  and 
not  to  waste  valuable  Government 
assets. 

The  budget  resolution,  for  fiscal 
year  1987,  Senate  Concurrent  Resolu- 
tion 120,  required  the  Small  Business 
Committee  to  achieve  outlay  savings 
of  $343  million  in  fiscal  year  1987.  $55 
million  in  fiscal  year  1988,  and  $14  mil- 
lion in  fiscal  year  1989,  for  a  3-year 
total  of  $412  million.  The  budget  reso- 
lution assumed  these  savings  would  be 
achieved  through  the  sale  of  SBA's  $4 
billion  disaster  loan  portfolio.  Senator 
Bumpers  and  I  rejected  those  assump- 
tions because,  in  our  judgment,  based 
on  comments  we  reviewed  from  invest- 
ment bankers  and  financial  analysts, 
to  sell  these  loans  they  would  have  to 
be  deeply  discounted,  as  low  as  30 
cents  on  the  dollar,  if  they  could  be 
sold  at  all. 

Furthermore,  selling  the  entire  dis- 
aster loan  portfolio,  while  at  the  same 
time  continuing  the  program,  would 
only  require  an  appropriation  to  re- 
capitalize the  revolving  fund  in  the  up- 
coming fiscal  year. 

Finally,  selling  disaster  loans  with- 
out recourse  would  provide  no  protec- 
tions to  the  homeowners,  businesses, 
and  farmers  who  have  received  SBA 
disaster  loans.  Instead  of  following  the 
Budget  Committees  assumption,  we 
proposed  the  sale  of  SBA  section  503 
development  company  debentures  cur- 
rently held  at  the  Federal  financing 
bank.  Furthermore,  we  recommended, 
and  the  members  of  the  Small  Busi- 
ness Committee  voted  unanimously, 
that  such  sales  take  place  with  re- 
course to  the  Federal  Government. 

Mr.  President,  we  did  not  decide 
lightly  to  take  this  action.  The  com- 
mittee received  estimates  that  the  sale 
of  503  loans  on  a  nonrecourse  basis 
could  yield  from  60  to  70  cents  on  a 
dollar.  On  the  other  hand,  investment 
bankers  estimated  that  a  sale  of  503 
debentures  with  recourse  would  yield 
as  much  as  $1.13  on  the  dollar.  In 
other  words,  the  difference  between 
the  sale  of  recourse  and  non.ecourse 
debentures  could  be  as  much  as  50 
cents  on  a  dollar.  On  the  sale  of  loan 
portfolio  of  approximately  $1  billion, 
this  could  cost  the  Federal  Govern- 
ment $500  million.  In  my  judgment,  a 
nonrecourse  sale  is  simply  too  costly 
and  the  taxpayer  is  the  loser  in  the 
long  run.  Therefore,  we  directed  that 


these  loans  be  sold  with  recourse,  in 
order  to  maximize  our  resources. 

Now  the  CBO  has  scored  the  com- 
mittee's recommendation  as  providing 
no  savings,  but  rather  they  estimated 
there  would  be  a  cost  to  Government. 
According  to  the  OMB  and  CBO,  the 
sale  of  loans  with  recourse  to  the  Gov- 
ernment should  be  scored  as  providing 
budget  savings  because  such  sales 
create  another  form  of  borrowing. 
They  argue  that  because  loans  sold 
with  a  Federal  guarantee  of  timely 
payment  of  principle  and  interest, 
that  is.  with  full  recourse,  have  a  con- 
tingent liability  that  the  Government 
may  have  to  honor  at  some  point  in 
time,  none  of  the  proceeds  from  such 
sales  should  be  counted.  That  argu- 
ment ignores  the  economic  reality  that 
from  the  sale  of  an  asset  the  Govern- 
ment collects  cash  which  can  be  ap- 
plied to  reduce  the  deficit,  and  the 
practical  reality  that  most  Federal 
loan  programs  have  historical  loss 
rates  which  make  the  losses  in  these 
programs  somewhat  predictable.  Mr. 
President,  I  recognize  that  a  liability 
still  exists  on  loans  sold  with  a  guaran- 
tee and  that  there  will  be  losses.  But  I 
reject  the  notion  that  no  savings  are 
achieved.  Rather  than  ignore  the  pro- 
ceeds from  the  sale,  sound  public 
policy  would  dictate  that  we  take 
notice  of  the  historical  loss  rate  of  the 
program  and  provide  a  certain  amount 
from  the  sale  to  cover  losses. 

Recognize  that  fact,  the  Small  Busi- 
ness Committee  provision  of  S.  2706 
called  for  the  sale  of  a  sufficient 
amount  of  loans  to  achieve  $430  mil- 
lion of  savings,  rather  than  the  $412 
million  over  3  years  as  required  by  the 
budget  resolution.  The  additional  $18 
million  was  added  during  committee 
makeup  at  the  suggestion  of  Senator 
Levin  in  order  that  there  would  be  an 
additional  cushion  to  pay  for  losses.  In 
my  view,  that  would  be  a  better  ap- 
proach for  us  to  take.  But  that  is  not 
the  approach  taken  by  the  leadership. 

In  conclusion,  Mr.  President,  sale  of 
loan  assets  with  recourse  is  in  the  best 
interest  of  the  taxpayer  and  of  the 
Congress.  As  Senators  seek  to  reduce 
the  Federal  deficit,  we  must  be  vigi- 
lant in  our  efforts  to  hold  to  a  realis- 
tic, fiscally  responsible  path.  We 
cannot  abandon  good  sense. 

Mr.  President,  I  want  to  register  my 
objection  to  that  portion  of  the  leader- 
ship amendment  concerning  asset 
sales.  I  realize  little  can  be  done  to 
stop  this  initiative.  However,  I  want  to 
be  clearly  on  record  indicating  that 
this  is  not  the  best  way  to  proceed. 

Mr.  BINGAMAN.  Mr.  I>resident.  I 
would  like  to  take  a  few  minutes  to  ex- 
plain my  concern  about  the  budget 
measure  we  are  being  asked  to  vote  on 
today. 

Li-t  me  be  clear  about  what  I  feel  is 
going  on,  Mr.  President.  We  are  being 
told  this  action  is  important  to  avoid 
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the  automatic  sequestration  cuts  that 
would  apply  under  the  Gramm- 
Rudman-Hollings  Act,  and  we  are 
being  told  it  is  important  to  act  today 
to  reduce  our  budget  deficit.  But,  I 
feel  the  American  people  deserve  to 
know  the  facts  about  this  process  and 
this  bill. 

At  this  time  we  are  considering  the 
reconciliation  bill— the  sixth  omnibus 
budget  reconciliation  Senate  report  (S. 
Rept.  99-348),  reconciliation  is  an  im- 
portant tool  to  restrain  Federal  spend- 
ing. It  is  authorized  and  described  in 
title  III  of  the  Congressional  Budget 
and  Impoundment  Control  Act  of  1974 
(P.L.  93-344).  The  reconciliation  proce- 
dure allows  Congress  to  consider 
changes  in  spending  and  revenues. 

Mr.  President,  the  purpose  of  the 
Reconciliation  Act  may  be  to  restrain 
spending  and  to  consider  changes  in 
spending  and  revenues,  but  this  bill 
doesn't  meet  these  lofty  goals.  This 
bill  instead  side-steps  any  meaningful 
effort  to  deal  with  the  deficit  crisis.  It 
is  unfair  to  mislead  the  American 
people  by  saying  this  bill  significantly 
restrains  Federal  spending,  and  it  is 
unfair  to  say  it  changes  spending  and 
revenues,  it  simply  doesn't.  The  truth 
is  the  President  has  made  it  clear  he  is 
unwilling  to  consider  new  revenues 
and  the  Congress  and  President  are 
unwilling  to  consider  real  spending  re- 
straint. 

Last  year  Congress  passed  another 
budget  tool,  the  Gramm-Rudman-Hol- 
lings  Act.  The  American  public  was 
told  that  this  act  would  provide  the 
mechanism  for  solving  our  budget 
crisis.  It  was  to  put  the  country  on  a 
simple  glide  path  to  a  balanced 
budget.  It  was  to  force  hard  choices 
and  avoid  unpleasant  actions.  Less 
than  1  year  later  we  are  passing  a  bill 
that  is  a  clear  device  to  avoid  doing 
what  every  one  knows  needs  to  be 
done.  In  fact  we  have  not  only  avoided 
real  action  but  we  have  clouded  any 
ability  to  get  at  the  numbers  with 
elaborate  procedures  and  unrealistic 
estimates. 

The  Gramm-Rudman-HoUings  target 
for  this  year  is  $144  billion.  Next  year, 
we  said,  we  would  get  it  down  to  $108 
billion.  And,  in  3  years  we  will  eliminate 
the  deficit.  Although  the  Congression- 
al Budget  Office/Office  of  Manage- 
ment and  Budget  deficit  snapshots  for 
the  1987  deficit  averaged  out  to  be 
$163.4  billion  on  August  20,  1986,  the 
CBO/OMB  October  1,  1986  snapshot 
grew  to  $168.5  billion  as  a  result  of  $5.1 
billion  in  additional  legislation.  The 
Congress  couldn't  even  exercise  spend- 
ing restraint  during  the  preceding 
month.  And.  because  there  is  a  $10  bil- 
lion cushion  under  G-R-H,  we  need 
$14.5  billion  to  meet  the  target. 

The  $10  billion  cushion  is  itself  a 
creative  devise  and,  of  course  it  does 
not  just  disappear.  As  the  distin- 
guished ranking  minority  member  of 


the  Budget  Committee  has  pointed 
out,  if  we  miss  by  $10  billion  this  year, 
and  miss  by  $10  billion  in  each  of  the 
next  4  years  we  end  up  $50  billion 
short  of  the  goal  of  the  balanced 
budget.  We  also  know  that  the  over- 
run continues  to  compound. 

The  current  Federal  deficit  for  fiscal 
year  1986  is  actually  in  excess  of  $200 
billion.  The  conference  board  budget 
specialists  have  concluded  that  next 
year's  deficit  will  really  be  about  $225 
billion,  a  staggering  $81  billion  above 
the  G-R-H  goal. 

Higher  actual  deficits  are  no  big  sur- 
prise. The  General  Accounting  Office 
in  its  recent  testimony  to  the  Tempo- 
rary Joint  Committee  on  the  Reduc- 
tion of  the  Deficit  stressed  that  the  es- 
timates are  based  on  "a  complex  set  of 
tenuous  assumptions."  These  assump- 
tions include  uncertainty  about  future 
Federal  spending,  the  economy,  and 
the  effect  of  the  tax  bill.  The  GAO 
concludes  that  "considering  all  these 
factors  together,  we  think  there  is  a 
strong  possibility  that  the  deficit  for 
1987  will  ultimately  prove  to  be  signifi- 
cantly higher  than  the  current  esti- 
mate under  the  act." 

So  the  question  is.  How  do  we 
achieve  the  necessary  $14.5  billion 
needed  to  meet  the  target?  Do  we  cut 
spending  or  increase  revenues  or  a 
combination  of  both?  Or,  do  we  con- 
tinue to  sell  assets  and  use  accounting 
procedures.  Both  the  chairman  and 
the  ranking  minority  member  of  ihe 
Budget  Committee  at  various  times 
have  expressed  their  personal  skepti- 
cism on  the  ability  of  the  Congress  to 
take  realistic  action. 

The  plan  before  us  not  only  is  unre- 
alistic and  overstated,  but  it  also  in- 
cludes extraneous  matters  unrelated 
to  the  goal  of  deficit  reduction— in  vio- 
lation of  Senate  rules.  The  plan  in- 
cludes selling  off  Government  assets, 
imposing  user  fees  on  Government 
ser\'ices,  administrative  savings,  com- 
pliance savings  and  other  similar 
mechanisms.  The  savings  anticipated 
are  simply  not  realistic,  and  we  know 
it. 

The  package  includes  $4  billion  for 
tougher  enforcement  of  tax  laws,  a 
one-shot  savings  of  more  than  $2  bil- 
lion for  sale  of  the  Conrail  system,  and 
several  billion  dollars  for  the  sale  of 
Government  agency  loan  portfolios 
and  other  assets.  Some  of  these  assets, 
of  course,  are  being  sold  at  fire  sale 
prices  and  everyone  knows  we  can  only 
sell  these  loans  and  assets  once.  We 
shouldn't,  and  I  do  not  blame  the 
Budget  Committee  for  the  situation.  It 
is  difficult  to  cope  with  the  combined 
pressures  of  the  need  to  take  some 
action,  any  action,  the  Presidents  re- 
fusal to  bargain,  and  the  difficulty  in 
getting  Congress  to  act  on  real 
changes,  particularly  with  an  election 
approaching. 

The  truth  is  that  by  adopting  this 
reconciliation  act  and  doing  nothing 


more  to  raise  revenues  or  cut  spending 
this  year  we  are  virtually  insuring  that 
the  deficit  targets  in  Gramm-Rudman- 
Hollings  for  1988,  1989  and  1990 
cannot  be  met.  We  are  giving  ourselves 
a  politically  impossible  task  next  year. 
The  $108  billion  target  for  the  deficit 
will  be  unattainable  absent  a  major 
tax  increase,  and  a  major  tax  increase 
will  likely  be  politically  impossible  and 
economically  unwise. 

We  ought  to  be  taking  real,  mean- 
ingful action.  We  ought  to  have  a  bal- 
anced package  of  spending  cuts  and 
tax  increases. 

Mr.  President,  in  spite  of  my  disap- 
pointment with  this  reconciliation  bill, 
I  will  vote  for  it  and  hope  that  even 
yet  we  can  do  something  more.  This  is 
not  half  a  loaf —it  is  scarcely  a  slice. 

CONRAIL 

Mr.  PRESSLER.  Mr.  President.  I  am 
pleased  that  the  budget  reconciliation 
package  includes  a  provision  for  the 
transfer  of  Conrail  back  to  the  private 
sector.  We  need  to  go  forward  with 
this  transaction  so  we  can  finally  sell 
this  railroad  and  help  balance  the 
budget.  It  is  my  understanding  that 
our  House  colleagues  will  be  including 
a  Conrail  transfer  section  in  their 
budget  reconciliation  package  as  well. 
I  support  the  Conrail  transfer  provi- 
sions of  that  measure. 

However,  I  also  understand  that  the 
House  Conrail  measure  includes  a 
number  of  ancillary  matters  unrelated 
to  the  Conrail  transfer  per  se.  I  rise 
today  to  express  grave  concern  over 
those  provisions,  and  to  introduce  a 
sense  of  the  Senate  resolution  which 
provides  that  any  part  of  the  Conrail 
measure  which  is  not  directly  related 
to  the  transfer  of  the  interest  of  the 
United  States  in  Conrail  stock  should 
not  be  included  as  part  of  this  act  or 
any  other  law  providing  for  the  trans- 
fer of  Conrail. 

Let  me  explain  my  concern.  What 
the  House  of  Representatives  has  done 
is  to  essentially  turn  the  Conrail  trans- 
fer bill  into  an  omnibus  rail  bill.  This 
is  a  mistake.  Its  non-Conrail  provisions 
could  have  enormous  impact  on  the 
railroad  industry,  and  would  for  all 
practical  purposes  forever  prohibit 
what  has  become  a  very  positive  devel- 
opment in  the  rail  industry. 

Over  the  past  decade,  thousands  of 
miles  of  light  density  railroad  lines 
throughout  the  country  have  been 
abandoned  because  the  larger  rail- 
roads have  been  unable  to  operate 
them  at  a  profit.  Until  very  recently, 
there  has  been  no  option  except  to 
abandon  these  lines.  But  during  the 
past  few  years  we  have  seen  a  new  and 
very  positive  alternative  to  abandon- 
ment. Instead  of  abandoning  these 
lines,  we  have  discovered  that  smaller 
operators  can  run  them  more  effec- 
tively and  more  efficiently  than  can 
the  large  class  I  lines.  As  a  result,  we 
have  seen  the  birth  of  a  substantial 
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number  of  regional  and  short-line  rail- 
roads which  now  profitably  operate 
lines  which  otlierwise  would  have  been 
abandoned. 

A  classic  example  of  this  is  the  965- 
mile  Dakota.  Minnesota  &  Eastern 
[DM&E]  railroad  which  began  oper- 
ations earlier  this  month  in  South 
Dakota.  North  Dakota,  and  Minneso- 
ta. Without  the  DM&E.  hundreds  of 
miles  of  track  would  have  been  aban- 
doned. But  fortunately  we  were  able  to 
work  out  a  sale  arrangement  between 
the  Chicago  «&  North  Western  railroad 
and  the  L.B.  Poster  Co.,  which  ulti- 
mately led  to  the  creation  of  the  new 
DM&E.  Today  we  have  a  vital  and  vig- 
orous new  line  which,  under  the  lead- 
ership of  J.C.  "Pete"  Mclntyre.  is  serv- 
ing dozens  of  communities  which 
would  be  without  rail  service  today 
had  the  House-passed  labor  provisions 
been  in  effect  2  years  ago.  The  DM&E 
will  not  be  affected  by  the  House  lan- 
guage. It  is  already  established.  But 
there  are  dozens  of  other  "DMAE's " 
out  there  which  will  almost  certainly 
be  lost  if  this  language  is  not  changed. 

There  are  many  reasons  why  a 
smaller  railroad  can  operate  more  effi- 
ciently than  a  larger  one.  I  will  not  go 
into  great  detail  here  on  the  econom- 
ics of  short-line  and  regional  railroads. 
But  it  is  important  to  point  out  that 
one  of  the  key  reasons  they  can  sur- 
vive is  because  of  more  flexible  work 
rules  and  because  the  line  can  be 
transferred  to  the  smaller  operator 
without  having  onerous  labor  protec- 
tion requirements  being  imposed  on 
the  selling  railroad.  If  the  labor  pro- 
tection is  required,  the  selling  railroad 
is  forced  to  increase  the  sale  price  to 
an  amount  which  is  prohibitive  for  the 
smaller  operator,  thereby  making  the 
transfer  impossible. 

We  recently  held  hearings  in  the 
Senate  Commerce  Committee  on  the 
development  of  regional  and  short-line 
railroads.  Virtually  every  witness 
agreed  that  these  lines  resulted  in  a 
"win-win"  situation,  and  their  develop- 
ment should  be  encouraged  by  Con- 
gress. The  House  bill  does  exactly  the 
opposite.  And  it  does  not  simply  dis- 
courage their  development.  It  makes  it 
absolutely  impossible  in  the  majority 
of  cases.  This  was  done.  I  believe,  with- 
out realizing  th?  negative  impact  it 
would  have  on  regional  and  short-line 
railroad  development.  The  ICC,  the 
PRA,  small  railroads  operators,  and 
rail  consultants  all  testified  at  the 
hearing  that  if  these  kinds  of  labor 
protections  are  imposed,  it  will  mean 
an  end  to  short-line  and  regional  rail 
development  in  the  United  States. 

Imposing  labor  protection  require- 
ments on  these  marginal  light  density 
lines  will  hurt  rather  than  help  rail 
labor.  The  option  we  have  here  is 
choosing  between  a  job  with  a  short- 
line  or  regional  railroad  or  no  job  at 
all.  Those  who  actually  work  on  the 
line  would  be  harmed  by  the  House 


language.  So  this  is  not  an  'antila- 
borer  '  amendment— although  it  might 
be  considered  by  some  to  be  an  "anti- 
labor  establishment"  issue.  There  will 
be  fewer  jobs  available  in  the  long  run 
under  the  House  language  than  if  my 
amendment  is  adopted.  The  ICC  and 
the  administration  are  unanimous  and 
unequivocal  on  this  point. 

The  impact  of  the  House  language 
would  be  devastating.  It  would  basical- 
ly give  labor  leaders  the  right  to  uni- 
laterally "veto"  any  transaction  in- 
volving the  creation  or  sale  of  regional 
and  short-line  railroads.  No  other  in- 
dustry in  the  country  is  saddled  with 
this  kind  of  requirement,  not  to  men- 
tion the  already  very  generous  labor 
protection  requirements  already  im- 
posed on  the  industry.  There  is  no  jus- 
tification for  it  being  included  in  a 
Conrail  transfer  bill. 

Mr.  President,  the  amendment 
would  put  the  Senate  on  record  in 
clear  opposition  to  these  extraneous 
provisions  in  the  House  Conrail  sale 
bill,  which  I  understand  they  will  in- 
clude in  their  budget  reconciliation 
package.  We  should  go  forward  with 
the  sale  of  Conrail.  But  we  should  not 
turn  it  into  an  omnibus  railroad  bill, 
the  ramifications  of  which  have  not 
been  adequately  considered  by  either 
body. 

So  I  urge  my  colleagues  to  support 
this  amendment.  We  should  not  sell 
Conrail  at  the  expense  of  light  density 
lines  in  States  throughout  the  coun- 
try. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Coalition  of  Regional  Railroads, 

September  19.  1986. 
Hon.  Larry  Pressler. 
Russell  Senate  Office  Building. 
Washington.  DC. 

Dear  Senator  Pressler:  Wednesday,  the 
House  Commerce  Committee  reported  legis- 
lation to  transfer  Conrail  to  the  private 
sector  and  to  require  labor  protection  on  a 
National  basis  on  lines  sales  and  transfers. 
We  understand  that  the  Senate  may  author- 
ize the  Conrail  sale  as  a  part  of  the  Budget 
Reconciliation  Bill  presently  on  the  floor  of 
the  Senate. 

As  Regional  Railroads,  we  applaud  cur- 
rent efforts  in  the  House  Commerce  Com- 
mittee to  transfer  Conrail  to  the  private 
sector  through  a  public  sale.  However,  we 
adamantly  oppose  an  extraneous  non-Con- 
rail  related  proposal  requiring  the  Inter- 
state Commerce  Commission  to  impose  sub- 
stantial labor  protection  on  railroad  line 
sales  and  transfers.  This  matter  is  critically 
important  to  us,  and  we  would  urge  defeat 
of  any  legislation  containing  such  a  provi- 
sion. 

Prior  to  the  Staggers  Act,  the  large  rail- 
roads addressed  marginal  lines  by  down- 
grading service  and  abandonment.  Since  the 
Staggers  Act,  the  ICC  has  used  its  discretion 
to  not  impose  labor  protection  when  the 
large  railroad  opts  to  sell  a  line  to  a  new  re- 
gional carrier.  As  a  result,  literally  thou- 
sands of  miles  of  rail  lines  are  in  operation 
today  under  the  management  of  entrepre- 
neurial new  companies,  enthusiastically 
serving  a  multitude  of  shippers  in  hundreds 


of  communities.  These  smaller  companies 
can  operate  these  lines  at  a  profit,  where 
the  large  railroads  could  not.  Most  impor- 
tant, their  employees  are  individuals  who 
would  have  lost  their  jobs  had  the  lines 
been  abandoned.  As  the  new  regional  rail- 
roads prosper,  and  there  is  every  indication 
they  will,  it  is  very  possible  that  total  rail- 
road employment  will  ultimately  exceed  the 
level  that  would  have  existed  given  the 
large  scale  abandonments  contemplated  by 
the  Class  I  railroads. 

Most  of  these  regional  carriers  have  labor 
agreements  with  the  unions.  While  these 
agreements  differ  from  the  National  Class  I 
Railroad  arrangements,  they  are  both  fair 
to  employees  and  suitable  to  the  economic 
conditions  of  the  regions  they  serve.  In 
many  instances,  they  incorporate  some  very 
innovative  profit  sharing  provisions.  Thus, 
these  carriers  can  compete  in  a  deregulated 
environment  with  other  modes  of  transpor- 
tation, and  preserve  investment,  service,  and 
jobs  in  a  manner  which  is  not  possible  for 
the  larger  carriers. 

It  would  be  a  tragedy  if  this  one  bright  de- 
velopment in  railroading  was  killed  by  re- 
quiring the  ICC  to  impose  onerous  labor 
protection  on  these  transactions.  Please 
assist  us  in  helping  to  defeat  any  such  pro- 
posal. 

House  provisions  mandating  labor  protec- 
tion would  virtually  kill  regional  and  short- 
line  railroad  development.  We  urge  you  to 
do  everything  in  your  power  to  have  the 
Senate  oppose  the  House  provisions  man- 
dating labor  protection.  We  strongly  sup- 
port your  amendment  in  this  regard. 
Sincerely 
Mike  Barron,  Chief  Executive  Office, 
Ann  Arbor  Railroad:  S.R.  Tedder, 
President,  Ashley.  Drew  &  Northern 
Railway:  Walter  Travis,  President, 
Bangor  &  Aroostook  Railroad:  Gordon 
Pay,  Chairman,  Bay  Colony  Railroad: 
J.E.  Heley,  President,  Chicago  Central 
&  Pacific:  J.A.  Darling,  Chairman, 
Chicago  South  Shore  &  South  Bend 
Railroad:  J.C.  Mclntrye,  President, 
Dakota  Minnesota  &  Eastern  Railroad 
Corporation:  Walter  Rich,  Fh-esident, 
Delaware  Otsego  Corporation,  New 
York  Susquehanna  &  Western  Rail- 
way, Lackawaxen  &  Stourbridge  Rail- 
road (PA):  Staten  Island  Railway:  J.C. 
Larkin.  President,  Escanaba  &  Lake 
Superior  Railroad:  George  C.  Betke, 
Jr.,  Chairman  and  Chief  Executive  Of- 
ficer, Parmrail:  Mortimer  Puller,  III, 
President,  Genesee  &  Wyoming  Rail- 
road, Rochester  &  Southern  Railroad: 
Tad  Trantum,  President,  Gulf  &  Mis- 
sissippi Railroad:  Daniel  Cleary,  Gen- 
eral Manager— Freight,  Long  Island 
Rail  Road  Company:  Alfred  Smith, 
Vice  President,  Operations,  Maryland 
&  Pennsylvania  Railroad:  Glen 
Bowden.  President.  Michigan  &  Wis- 
consin Transportation  Company:  E.L. 
Moyers,  President,  MidSouth  Rail 
Corporation:  Mark  Levin,  General 
Counsel,  Paducah  &  Louisville  Rail- 
road: John  Reale,  Vice  President  for 
Traffic,  Pittsburg  &  Shamut  Railroad: 
Bernie  Cahill,  President,  Rahway 
Valley  Railway  Company:  A.P.  Smith, 
Vice  President,  West  Virginia  North- 
ern Railroad  Company. 

Mr.  PRESSLER.  Mr.  President.  I 
would  like  to  engage  the  distinguished 
chairman  of  the  Senate  Commerce 
Committee  in  a  short  colloquy  regard- 
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ing the  Conrail  provisions  of  this  bill. 
It  is  my  understanding  that  the  House 
reconciliation  bill  will  contain  Conrail 
sale  language  which  includes  a  great 
deal  of  extraneous  language  not  relat- 
ed to  the  sale.  In  particular,  it  includes 
mandatory  labor  protection  language 
which  would  essentially  prohibit  the 
development  of  regional  and  short-line 
railroads.  The  development  of  these 
lines  is  essential  to  the  light  density 
lines  in  rural  States.  They  are  our  only 
alternative  to  abandonment.  So  I 
would  like  to  offer  an  amendment  on 
this  matter. 

We  held  a  hearing  in  the  Commerce 
Committee  recently  on  this  issue.  It 
became  clear  that  labor  protection  of 
the  sort  included  in  the  House  bill 
would  absolutely  kill  any  future  these 
lines  might  have.  I  have  a  letter  from 
20  regional  and  short-line  railroads  op- 
posing the  House  language.  I  ask 
unanimous  consent  that  it,  along  with 
my  extended  remarks,  appear  in  the 
Record  at  this  point. 

I  have  prepared  an  amendment  on 
this  issue  which  I  would  like  to  offer. 
There  has  been  one  objection  to  the 
amendment  based  on  germaneness. 
But  I  am  prepared  to  go  forward  with 
a  vote  unless  I  can  get  some  assur- 
ances from  the  chairman  regarding 
the  Senate's  position  on  this  issue 
going  into  the  conference.  I  hope  to  be 
on  that  conference,  but  I  would  like  to 
ask  the  distinguished  chairman  of  the 
Commerce  Committee  whether  it  is 
possible  to  get  a  clear  understanding 
here  that  the  Senate  conferees'  posi- 
tion on  this  issue  would  be  to  vigorous- 
ly oppose  these  labor  protection  provi- 
sions? 

Mr.  DANFORTH.  Mr.  President,  the 
Senator  from  South  Dakota  makes  an 
excellent  point.  Based  on  the  hearings 
in  the  Commerce  Committee,  it  is 
clear  that  the  House  language  would 
certainly  put  an  end  to  the  develop- 
ment of  these  railroads.  That  would  be 
a  serious  mistake.  I  agree  with  him. 
and  it  is  my  intention  to  oppose 
strongly  not  only  that  kind  of  extrane- 
ous language,  but  also  any  other  ex- 
traneous matters  in  the  conference 
committee. 

Mr.  PRESSLER.  I  thank  the  distin- 
guished chairman  of  the  Commerce 
Committee,  and  appreciate  his  assur- 
ances. 

Mr.  PELL.  Mr.  President,  it  is  with 
considerable  doubt  and  many  reserva- 
tions that  I  vote  in  favor  of  the  budget 
reconciliation  as  presented  to  the 
Senate  today. 

Indeed,  about  the  only  good  thing 
that  can  be  said  about  this  reconcilia- 
tion bill  is  that  it  holds  some  promise 
of  preventing  the  imposition  of  deep 
Gramm-Rudman  formula  spending 
cuts  in  nearly  all  Federal  Government 
programs. 

The  Gramm-Rudman  Act  requires 
that  the  Congress  either  reduce  the 
deficit   to   $154   billion   for   the    1987 


fiscal  year  or  face  the  alternative  of 
formula  spending  cuts  in  nearly  every 
Federal  Government  program. 

And,  according  to  the  official  esti- 
mates, unless  we  are  able  to  reduce  the 
estimated  deficit  to  $154  billion,  nearly 
all  domestic  programs  would  be  cut  by 
7.6  percent  and  defense  spending 
would  be  cut  by  5.6  percent  under  the 
Gramm-Rudman  Act. 

In  my  view,  such  mindless,  across- 
the-board  budget  cuts  are  wrong  and 
an  abrogation  of  the  responsibility  of 
the  Congress.  That  is  why  I  voted 
against  the  entire  Gramm-Rudman 
Act. 

The  reconciliation  bill  before  us 
would  avoid  those  formula  Gramm- 
Rudman  budget  cuts  by  providing  for 
about  $13  billion  in  deficit  reduction 
for  the  coming  year.  Regrettably,  how- 
ever, these  deficit  reduction  proposals 
are  badly  flawed,  and  the  bill  conse- 
quently, is  little  more  than  a  thin  fig 
leaf  to  cover  the  embarrassing  failure 
of  the  Gramm-Rudman  Act.  This  is 
what  is  wrong  with  this  reconciliation 
bill: 

First.  The  bill  eliminates  a  cigarette 
tax  increase  previously  approved  by 
the  Senate  Finance  Committee,  and 
which  would  raise  $1.8  billion  in  reve- 
nue in  the  coming  year. 

Second.  Many,  if  not  most,  of  the 
savings  in  the  bill  are  1  year  savings 
produced  by. what  is  best  described  as 
a  iawn  sale"  of  Government  assets— 
the  sale  of  Conrail,  and  a  whole  range 
of  loans  made  by  various  Government 
agencies.  These  sales  do  nothing  what- 
soever about  the  long-term  deficit 
problem  of  the  Government.  Indeed, 
the  loan  sales  may  well  make  deficits 
in  future  years  larger  by  reducing  rev- 
enues that  would  be  expected  in  those 
years. 

Third.  I  do  not  favor  the  provision  of 
the  bill  that  would  impose  for  the  first 
time  fees  for  the  use  of  services  pro- 
vided by  the  U.S.  Coast  Guard. 

Fourth.  It  includes  as  savings  some 
provisions  which  merel.^'  shift  ex- 
penses from  1  year  to  the  next.  For  ex- 
ample a  saving  of  $680  million  is 
claimed  by  giving  to  the  local  govern- 
ments their  final  general  revenue 
sharing  payments  in  this  fiscal  year  in- 
stead of  next  year. 

Fifth.  It  includes  provisions  totally 
extraneous  to  deficit  reduction,  such 
as  a  requirement  that  farmers  be  given 
advanced  deficiency  payments  in  1987. 
Indeed,  the  sponsors  concede  that 
many  of  the  provisions  of  the  reconcil- 
iation bill  are  less  than  ideal,  and  have 
indicated  they  share  many  of  the  mis- 
givings that  I  have. 

The  one  saving  grace  of  this  legisla- 
tion is  that  it  may  avoid  the  foolish- 
ness of  the  across-the-board  formula 
grants  required  by  the  Gramm- 
Rudman  Act.  For  that  reason  alone  I 
vote  for  it. 


TITLE  I  OF  S.  2706 

Mr.  ZORINSKY.  Mr.  President,  the 
statutory  changes  recommended  by 
the  Committee  on  Agriculture,  Nutri- 
tion, and  Forestry  to  meet  the  savings 
target  under  the  budget  resolution  are 
contained  in  title  I  of  S.  2706.  The  leg- 
islation—as reported  by  the  commit- 
tee—would require  the  Secretary  of 
Agriculture  to  sell  notes  and  other  ob- 
ligations held  in  the  Rural  Develop- 
ment Insurance  Fund  in  such  amounts 
as  to  realize  net  proceeds  to  the  Gov- 
ernment of  not  less  than  $555  million 
during  fiscal  1987,  $549  million  during 
fiscal  1988,  and  $543  million  during 
fiscal  year  1989.  The  sale  of  these 
notes  and  obligations  would  be  on  a 
nonrecourse  basis. 

The  bill,  as  revised  by  the  Domenici- 
Childs  amendment,  would  achieve 
higher  budgetary  savings  by:  First,  in- 
creasing the  amount  to  be  generated 
from  the  sale  of  loans  from  the  Rural 
Development  Insurance  Fund  during 
fiscal  year  1987  to  $1  billion  and, 
second,  permitting  the  repayment  of 
certain  Rural  Electrification  Adminis- 
tration loans  without  prepayment  pen- 
alties. The  amended  bill  would  also  re- 
quire the  Secretary  of  Agriculture  to 
make  advance  deficiency  payments  for 
the  1987  wheat,  feed  grains,  upland 
cotton,  and  rice  programs. 

SALX  OF  NOTES  FROM  THE  RURAL  DEVELOPMENT 
INSURANCE  FUND 

The  notes  and  obligations  in  the 
Rural  Development  Insurance  Fund 
represent  loans  made  by  the  Farmers 
Home  Administration  under  the  water 
and  waste  disposal  program  and  the 
community  facilities  program.  The 
water  and  waste  disposal  program  pro- 
vides financing  for  the  construction  of 
water  and  waste  disposal  systems  in 
rural  areas  and  towns  having  popula- 
tions of  up  to  20,000  people.  The  pro- 
gram offers  credit  at  favorable  rates  of 
interest  to  public  bodies,  corporations 
operated  on  a  nonprofit  basis,  and 
Indian  tribes  that  are  unable  to  obtain 
credit  at  reasonable  rates  and  term 
from  other  sources. 

Under  the  community  facilities  pro- 
grams, financing  is  made  available  to 
rural  communities  and  nonprofit  orga- 
nizations for  community  facilities  that 
provide  rural  residents  with  essential 
services,  such  as  fire  protection,  hospi- 
tals and  libraries. 

Loans  under  the  water  and  waste 
disposal  program  and  the  community 
facilities  program  may  have  repay- 
ment terms  of  up  to  40  years.  In  addi- 
tion, the  interest  rate  on  these  loans 
may  be  as  low  as  5  percent  or  as  high 
as  the  rate  on  comparable  municipal 
tax-exempt  obligations. 

Currently,  the  Rural  Development 
Insurance  Fund  contains  notes  repre- 
senting outstanding  loans  of  over  $7 
billion.  I  understand  that  most  of 
these  notes  are  of  high  quality.  There- 
fore, there  should  be  little  problem  for 
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the  Secretary  of  Agriculture  to  sell 
sufficient  numbers  of  these  loans  to 
meet  the  revenue  targets  in  the  bill.  In 
this  regard,  to  ensure  that  there  will 
be  a  viable  and  competitive  market  for 
these  notes  and  obligations,  the  insti- 
tutions of  the  Farm  Credit  System 
would  be  authorized  to  purchase  and 
service  the  loans.  The  sale  of  the  loans 
to  a  farm  credit  institution  would  be 
on  such  terms  and  conditions  as  are 
agreed  to  by  the  institution  and  the 
Secretary  and  approved  by  the  Farm 
Credit  Administration. 

The  Farm  Credit  System  is  well 
suited  to  purchase  and  service  these 
loans  inasmuch  as  the  system  institu- 
tions provide  similar  financing  to  co- 
operatives and  other  organizations  in 
rural  areas.  In  addition,  the  acquisi- 
tion of  a  substantial  number  of  these 
high  quality  loans  by  the  farm  credit 
institutions  should  improve  the  overall 
quality  of  the  system's  loan  portfolio 
and  help  to  stabilize  its  financial  con- 
dition. 

Mr.  President,  unlike  many  Govern- 
ment programs,  the  water  and  waste 
disposal  and  community  facilities  pro- 
grams have  been  very  successful.  Tra- 
ditionally, loans  made  under  these 
programs  have  had  a  very  low  default 
rate,  and  they  have  been  important 
tools  in  improving  the  quality  of  life  in 
rural  America.  I  believe  that  these 
programs  warrant  the  continued 
strong  support  of  the  Congress,  and  I 
am  hopeful  that  title  I  of  the  legisla- 
tion before  us  will  ultimately  benefit 
the  programs  by  allowing  the  Farmers 
Home  Administration  to  better  utilize 
available  program  resources  to  finance 
additional  worthy  projects.  Therefore, 
I  support  its  enactment. 

ADVANCE  DEFICIENCY  PAYMENTS 

Title  I.  as  amended  by  the  Senate, 
would  also  require  the  Secretary  of 
Agriculture  to  make  advance  deficien- 
cy payments  available  under  section 
107C  of  the  Agricultural  Act  of  1949 
for  the  1987  crops  of  wheat,  feed 
grains,  upland  cotton,  and  rice.  The 
percentage  of  the  projected  payment 
rate  for  a  commodity  that  is  to  be  used 
for  computing  the  advance  payment 
would  be  not  less  than:  First.  40  per- 
cent in  the  case  of  wheat  and  feed 
grains,  and  second,  30  percent  in  the 
case  of  upland  cotton  and  rice. 

Mr.  President,  this  provision  is  very 
important  to  our  farmers  and  ranch- 
ers. It  will  ensure  that  part  of  the  defi- 
ciency payments  that  a  farmer  would 
receive  for  participating  in  the  pro- 
grams will  be  made  shortly  after  they 
sign  up  to  participate.  If  these  ad- 
vances are  not  made,  the  farmer  would 
not  receive  any  deficiency  payments 
under  the  programs  until  after  the 
crops  are  harvested.  Advance  pay- 
ments will  provide  producers  with 
funds  that  they  would  otherwise  have 
to  borrow  to  finance  the  production  of 
their  1987  crops.  Many  farmers  are 
currently  financially  hard-pressed  and 


do  not  have  any  source  of  operating 
credit  available  to  them.  My  colleague 
from  Nebraska,  Senator  Exon,  and  I, 
and  other  Senators,  offered  a,  similar 
amendment  to  House  Joint  Resolution 
668,  the  joint  resolution  to  increase 
the  public  debt  limit  that  was  adopted 
by  the  Senate.  Inasmuch  as  House 
Joint  Resolution  668  has  not  yet  been 
enacted  into  law,  I  am  glad  that  the 
advance  deficiency  payment  provision 
is  part  of  the  reconciliation  bill. 

PREPAYMENT  OF  RURAL  ELECTRIFICATION 
ADMINISTRATION  LOANS 

Title  I,  as  amended  by  the  Senate, 
would  also  produce  additional  reve- 
nues of  $500  million  by  requiring  the 
Secretary  of  Treasury  to  permit  the 
prepayment  of  loans  made  to  rural 
electric  and  telephone  systems  by  the 
Federal  Financing  Bank,  and  guaran- 
teed by  the  Adminstrator  of  the  Rural 
Electrification  Administration,  in  the 
manner  provided  for  in  Public  Law  99- 
349.  Public  Law  99-349  provided  sup- 
plemental appropriations  for  the  fiscal 
year  ending  September  30,  1986. 
Under  that  act.  prepayment  of  such 
loans  are  permitted  without  the  pay- 
ment of  a  penalty  equal  to  1  year's  in- 
terest on  the  loan.  Although  it  may  be 
preferable  to  allow  the  prepayment  of 
all  of  these  loans  without  penalty,  I 
believe  that  the  provision  requiring 
the  Secretary  of  the  Treasury  to  issue 
revised  regulations  that  will  permit 
the  repayment  of  loans  in  such 
amounts  as  to  realize  net  proceeds  of 
not  less  than  $1.72  billion  from  such 
prepayments  during  1987  is  a  definite 
improvement,  and  I  am  glad  that  the 
provision  is  included  in  the  bill. 

Mr.  President,  I  commend  Senators 
DoMENici  and  Chiles  for  their  efforts 
in  developing  the  amendment  to  revise 
title  I.  I  urge  my  colleagues  to  join  me 
in  supporting  title  I  of  S.  2706. 

Mr.  BYRD.  Mr.  President,  the 
amount  of  the  budget  deficit  that  the 
Federal  Government  has  been  incur- 
ring for  the  past  5  years  is  a  national 
disgrace.  The  cumulative  effect  of 
these  deficits  when  added  to  those  of 
prior  years— our  national  debt— is 
beyond  disgrace.  I  would  like  to 
remind  my  colleagues  of  some  perti- 
nent statistics. 

The  budget  deficit  incurred  in  fiscal 
year  1981— the  last  year  for  which  the 
budget  was  prepared  by  the  Carter  ad- 
ministration—was $78.9  billion.  In 
fiscal  1982,  under  the  first  Reagan  ad- 
ministration budget,  the  deficit  soared 
to  $127.9  billion.  In  fiscal  1983  it  leapt 
over  the  $200  billion  mark  for  the  first 
time  in  our  history:  to  $207.8  billion. 
In  fiscal  1984.  we  moved  slightly  down- 
ward to  a  $185.3  billion  deficit,  only  to 
charge  back  to  a  $212.3  billion  deficit 
in  fiscal  1985.  I  think  it  is  pertinent. 
Mr.  President,  that  President  Reagan 
and  his  administration  did  not  submit 
even  one  budget  during  this  entire 
period  of  time  that  provided  for  a  bal- 
anced budget. 


What  has  been  the  effect  of  these 
monstrous  deficits  on  top  of  deficits? 
President  Reagan,  who  campaigned 
for  office  in  1980  with  a  platform 
which  had  as  one  of  its  principal  com- 
ponents a  demand  for  a  balanced 
budget,  has  succeeded  in  doubling  the 
national  debt  in  the  short  space  of  5 
years.  What  it  had  taken  39  other 
Presidents  191  years  to  accomplish— 
amassing  a  national  debt  of  $1  tril- 
lion—President Reagan  was  able  to  ac- 
complish in  5  short  years  by  adding 
over  $1  trillion  more  to  the  national 
debt.  Before  we  adjourn  sine  die  this 
year,  we  will  be  forced  to  increase  the 
debt  ceiling  to  approximately  $2.3  tril- 
lion. 

But  this  is  far  from  the  end  of  the 
tale.  Because  despite  the  enactment  of 
the  many-fabled  and  much-heralded 
Gramm-Rudman-Hollings  law  which 
was  supposed  to  assure  we  would  climb 
on  a  glide  path  that  would  yield  a  bal- 
anced budget  in  1991.  we  continue  to 
see  deficits  in  the  $200  billion  range. 

The  budget  process  and  the  reconcil- 
iation bills  that  are  a  part  of  it— with 
the  Gramm-Rudman-HoUings  deficit 
targets  as  a  backdrop— are  supposed  to 
result  every  year  in  those  policy  and 
spending  changes  that  are  necessary 
to  take  us  to  the  balanced  budget 
target  in  1991. 

I  need  not  spend  much  time  talking 
about  how  difficult  this  is.  Cutting  a 
current  policy  budget  by  $30  to  $40  bil- 
lion in  1  year— and  doing  this  in  5  con- 
secutive years— is  a  tough  mission.  Al- 
though I  believed  at  the  time  the 
Senate  voted  on  it  that  the  Gramm- 
Rudman-Hollings  process  was  fatally 
flawed,  and  voted  against  it  for  that 
reason,  the  Congress  and  the  Presi- 
dent did  make  it  the  law  of  the  land. 
And.  irrespective.  I  strongly  concur  in 
the  necessity  of  reasserting  control 
over  the  budget,  obtaining  real  and 
lasting  deficit  reduction,  and  achieving 
a  balanced  budget— soon. 

I  regret  to  say.  Mr.  President,  that 
the  measure  before  us  today  is  only  a 
perilously  thin  reed.  It  does  not  take 
us  very  far  down  the  long  and  arduous 
path  we  must  traverse,  and  many— 
perhaps  most— of  its  provisions  will 
result  in  only  one-time.  1-year  quick 
fixes  of  budget  reduction.  These  provi- 
sions will  not  place  us  on  a  glide  path 
toward  a  balanced  budget.  In  fact,  sev- 
eral of  them  actually  will  make  the 
deficit  gap  we  must  close  next  year— in 
order  to  reach  the  Gramm-Rudman- 
Hollings  deficit  reduction  targets- 
even  larger  and  harder  to  close. 

In  this  respect,  Mr.  President,  we 
sadly  are  squandering  an  important 
chance  to  make  a  real  dent  in  the  defi- 
cit. This  amendment  avoids  the  hard 
choices  that  we  all  know  are  neces- 
sary. 

But,  Mr.  President,  as  the  old  saying 
goes,  beggars  can't  be  choosers.  While 
the    measure    before    us    doesn't    do 
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enough,  and  it  doesn't  result  in  placing 
us  on  a  glide  path  toward  a  balanced 
budget,  it  does,  in  fact,  produce  some 
deficit  reduction.  And  it  will  result  in 
some  diminution  of  the  interest  we 
will  be  forced  to  pay  on  the  national 
debt  in  future  years. 

It  is  a  mystery  to  me,  Mr.  President, 
why  he  has  done  so— and  how  he  has 
done  so  with  no  apparent  political  det- 
riment; but  President  Reagan  simply 
has  turned  in  his  equipment  and  left 
the  budget  playing  field.  On  the  sub- 
ject of  the  budget,  the  Reagan  admin- 
istration seems  to  me  quite  like  an  old 
Victrola  when  the  needle  got  stuck  in 
a  groove.  The  record  continues  to  go 
around  and  around,  a  bunch  of 
squawking  continues  to  come  out  of 
the  speaker,  but  there  is  absolutely  no 
progress. 

Time  and  again,  the  President  or 
some  of  his  lieutenants  have  rattled 
the  veto  saber  at  any  fair  and  bal- 
anced deficit  reduction  proposal.  That 
occurred  once  again  as  the  chairman 
and  the  ranking  member  of  the 
Budget  Committee  sought  on  a  bipar- 
tisan basis  to  devise  a  strong,  balanced, 
fair  reconciliation  proposal  over  a 
period  of  several  months  this  year 
that  would  point  us  certainly  toward  a 
balanced  budget.  I  want  to  commend 
them  at  this  point,  Mr.  President,  for 
struggling  mightly  and  valiantly— es- 
pecially during  the  past  few  days.  But 
their  efforts  were  thwarted— largely 
by  the  Reagan  administrations  intran- 
sigence. They  did  the  best  they  could 
under  the  circumstances. 

That  brings  us  to  tonight,  Mr.  Presi- 
dent. I  may  never  cast  a  vote  with  less 
enthuasism.  In  fact,  I  think  the  cor- 
rect term  to  describe  how  I  feel  about 
this  vote  is  "resigned. "  But  we  have 
come  down  to  the  point  where,  quite 
literally,  it  is  this  or  nothing. 

That's  really  the  irreducible  kernel 
of  this  debate.  It  is  this  or  nothing— at 
least  so  far  as  reconciliation  spending 
reductions  are  concerned  this  year. 

Although  we  are  going  to  vote  on  it 
later  this  evening,  I  feel  confident  in 
predicting  that  the  Gramm-Rudman- 
Hollings  backup  sequestration  resolu- 
tion for  fiscal  year  1987  will  never 
become  law.  Assuming  it  were  to  pass 
both  Houses  of  the  Congress— and  I 
have  a  large  question  about  its  ability 
to  obtain  a  majority  vote  in  either 
House— I  predict  the  President  would 
veto  it.  I  believe  he  will  veto  it  be- 
cause, despite  the  fact  that  he  was  one 
of  the  loudest  cheerleaders  for 
Gramm-Rudman-Hollings  and  signed 
it  into  law,  and  despite  the  fact  that  I 
told  him  personally  and  others  told 
him  that  it  likely  would  have  this 
effect,  the  sequestration  will  make 
deep  and  harmful  cuts  in  our  defense 
capability. 

There  will  be  no  sequestration  in  Oc- 
tober, Mr.  President.  If  we  are  to 
reduce  the  deficit  this  year,  the  bill 
before  us  is  the  means. 


Next  year  the  Congress  is  going  to 
confront  a  budget  crisis  like  nothing 
we  have  seen.  It  is  quite  conceivable 
that  we  will  face  a  projected  budget 
deficit  that  will  be  $70  or  $80  billion 
above  the  fiscal  year  1988  Gramm- 
Rudman-Hollings  target.  When  the 
Director  of  the  Presidents  Office  of 
Management  and  Budget,  Mr.  Miller, 
was  asked  recently  in  a  hearing  how 
that  could  be  done,  he  replied,  "with 
difficulty. "  And  when  he  was  asked 
how  it  could  be  done  without  resorting 
to  new  revenues,  he  replied,  "with 
great  difficulty."  Those  two  replies 
may  go  down  among  the  greatest  un- 
derstatements in  history. 

Mr.  President,  we  will  never  reach 
the  fiscal  year  1988  target  with  only 
the  kinds  of  one-shot,  1-year,  smoke- 
and-mirrors  provisions  that  make  up 
the  bulk  of  this  reconciliation  bill.  We 
have  run  out  of  "magic  asterisks; "  we 
have  run  out  of  smoke  and  mirrors.  I 
hope  none  of  my  colleagues  will  be 
surprised  next  year  when  the  chickens 
we  are  hatching  tonight  come  home  to 
roost. 

Next  year,  regardless  of  our  party 
affiliation,  regardless  of  which  party 
controls  the  Senate,  we  all  are  going  to 
be  playing  on  the  frontline.  It  is  going 
to  be  as  pleasant  as  playing  in  a  foot- 
ball game  in  a  blinding  rainstorm  on  a 
muddy  field  with  the  temperature  just 
above  freezing  and  falling. 

But,  with  the  President  having  abon- 
doned  the  cause  of  realistic  efforts 
toward  deficit  reduction,  that  will  not 
occur  until  next  year.  Tonight  we  are 
dealing  with  this  year.  I  suggest  to  my 
colleagues  that  we  accept  what  is  here 
and  ready  for  us  to  vote  on,  recogniz- 
ing it  for  what  it  is.  It  is  better  than 
nothing,  but  not  much.  It  will  reduce 
the  deficit  in  fiscal  year  1987.  It  will 
result  in  somewhat  lower-interest  pay- 
ments on  the  national  debt.  There  are 
some  worthwhile  policy  and  program 
changes  included  in  the  bill. 

I  will  vote  aye,  Mr.  President. 

Mr.  DOMENICI.  Third  reading. 

The  PRESIDING  OFFICER.  Are 
there  further  amendments? 

Mr.  HARKIN  addressed  the  Chair. 

Mr.  DOLE.  Third  reading. 

The  PRESIDING  OFFICER.  If 
there  are  no  further  amendments, 
third  reading  of  the  bill. 

Mr.  HARKIN.  Mr.  President,  yeas 
and  nays  on  third  reading. 

The  PRESIDING  OFFICER.  Is  the 
Senator  asking  for  the  yeas  and  nays 
on  third  reading? 

Mr.  HARKIN.  Mr.  President.  I  ask 
for  the  yeas  and  nays  on  third  reading. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

Mr.  HARKIN.  Yeas  and  nays  on 
third  reading. 

Mr.  METZENBAUM.  Mr.  President, 
parliamentary  inquiry. 

The  PRESIDING  OFFICER.  There 
is  not  a  sufficient  second. 


Mr.  METZENBAUM.  Parliamentary 
inquiry,  Mr.  President. 

The  PRESIDING  OFFICER.  The 
Senator  from  Ohio  will  state  his  in- 
quiry. 

Mr.  METZENBAUM.  Has  the 
amendment  of  Senator  Domenici  and 
Senator  Chiles  been  adopted? 

The  PRESIDING  OFFICER.  That 
amendment  has  been  adopted. 

Mr.  METZENBAUM.  So  the  matter 
before  us  now  is  the  bill  as  amended 
with  the  Domenici-Chiles  amendment 
on  it? 

The  PRESIDING  OFFICER.  The 
Senator  from  Ohio  is  correct. 

If  there  are  no  further  amend- 
ments— 

AMENDMENT  NO.  2865 

Mr.  HARKIN.  Mr.  President,  I  send 
an  amendment  to  the  desk. 

The  PRESIDING  OFFICER,  the 
clerk  will  please  report. 

The  legislative  clerk  read  as  follows: 
The  Senator  from  Iowa  [Mr.  Harkin]  pro- 
poses an  amendment  numbered  2865: 

On  page  10  of  the  amendment,  strike  lines 
8  and  9. 

The  PRESIDING  OFFICER.  There 
is  no  pending  amendment.  The  amend- 
ment is  therefore  out  of  order. 

Mr.  HARKIN.  Mr.  President,  parlia- 
mentary inquiry. 

Mr.  DOLE.  Third  reading,  Mr.  Presi- 
dent. 

Mr.  HARKIN.  Parliamentary  in- 
quiry, Mr.  President. 

The  PRESIDING  OFFICER.  The 
Senator  will  state  the  inquiry. 

Mr.  HARKIN.  Could  the  Chair 
inform  the  Senator  why  that  amend- 
ment was  out  of  order? 

The  PRESIDING  OFFICER.  The 
amendment  was  drafted  to  the  pend- 
ing amendment  and  there  is  no  pend- 
ing amendment. 

Mr.  HARKIN.  Mr.  President,  I  ask 
for  the  yeas  and  nays  on  third  reading. 

Mr.  DOLE.  Mr.  President,  third 
reading. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

Mr.  HARKIN.  I  ask  for  the  yeas  and 
nays  on  third  reading.  Mr.  President. 

The  PRESIDING  OFFICER.  There 
is  not  a  sufficient  second. 

The  bill  is  open  to  further  amend- 
ment. If  there  be  no  further  amend- 
ment to  be  proposed,  the  question  is 
on  the  engrossment  and  third  reading 
of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading  and  was  read  the 
third  time. 

Mr.  DOLE.  I  ask  for  the  yeas 
nays  on  final  passage. 

The  PRESIDING  OFFICER 
there  a  sufficient  second?  There 
sufficient  second. 

The  yeas  and  nays  were  ordered 

The    PRESIDING    OFFICER, 
bill  having  been  read  the  third  time, 
the  question  is.  Shall  it  pass?  On  this 
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question  the  yeas  and  nays  have  been 
ordered  and  the  clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  1  announce  that  the 
Senator  from  Utah  [Mr.  Garn],  the 
Senator  from  Arizona  [Mr.  Gold- 
water],  and  the  Senator  from  Ver- 
mont [Mr.  Stafford]  are  necessarily 
absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Oklahoma  [Mr. 
Boren]  and  the  Senator  from  Hawaii 
[Mr.  MatsunagaJ  are  necessarily 
absent. 

The  PRESIDING  OFFICER  (Mr. 
Evans).  Are  there  any  other  Senators 
in  the  Chamber  who  desire  to  vote? 

The  result  was  announced— 88  yeas, 
7  nays,  as  foUows: 

[Rollcall  Vote  No.  277  Leg.] 
YEAS— 88 


Abdnor 

Gore 

Mitchell 

Andrews 

Gorton 

Murkowski 

Armstrong 

Gramm 

Nickles 

Baucus 

Grassley 

Nunn 

Bentsen 

Hatch 

Packwood 

Biden 

Hatfield 

Pell 

Blngaman 

Hawkins 

Pressler 

Boschwitz 

Hecht 

Proxmire 

Bradley 

Benin 

Pryor 

Broyhill 

Heinz 

Quayle 

Bumpers 

Helms 

Rockefeller 

Burdick 

HoUings 

Roth 

Byrd 

Humphrey 

Rudman 

Chafee 

Inouye 

Sar  banes 

Chiles 

Johnston 

Sasser 

Cochran 

Kassebaum 

Simon 

Cohen 

Kasten 

Simpson 

Cranston 

Kennedy 

Specter 

O'Amato 

Kerry 

Stennis 

Danforth 

Lautenberg 

Stevens 

DeConcini 

Lax  alt 

Symms 

Denton 

Leahy 

Thurmond 

Dixon 

Levin 

Trible 

Dodd 

Long 

Wallop 

Dole 

Lugar 

Warner 

Domenici 

Mathias 

Weicker 

Durenberger 

Mattingly 

Wilson 

Eagleton 

McClure 

Zorinsky 

Evans 

McConnell 

Ford 

Melcher 
NAYS— 7 

Exon 

Hart 

Riegle 

Glenn 

Metzenbaum 

Harkin 

Moynihan 

NOT  VOTING- 

-5 

Boren 

Goldwater 

SUfford 

Gam 

Matsunaga 

So  the  bill  (S.  2706),  as  amended, 
was  passed,  as  follows: 

S.  2706 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  this 
Act  may  be  cited  as  the  "Sixth  Omnibus 
Budget  Reconciliation  Act,  1986". 

TITLE  I-AGRICULTURAL  SECURITIES 

SEC.    101.    SALE    OF    AC.RKl LTIRAL    NOTES    AM> 
OTHER  OBLIGATIONS. 

(a)  The  Secretary  of  Agriculture  shall, 
under  such  terms  as  the  Secretary  may  pre- 
scribe, sell  notes  and  other  obligations  held 
in  the  Rural  Development  Insurance  Fund 
established  under  section  309A  of  the  Con- 
solidated Farm  and  Rural  Development  Act 
(7  U.S.C.  1929a)  in  such  amounts  as  to  real- 
ize net  proceeds  of  not  less  than— 

(1)  $1,000,000,000  from  such  sales  during 
fiscal  year  1987: 

(2)  $549,000,000  from  such  sales  during 
fiscal  year  1988:  and 


(3)  $543,000,000  from  such  sales  during 
fiscal  year  1989. 

(b)  The  second  sentence  of  section  309A(e) 
of  the  Consolidated  Farm  and  Rural  Devel- 
opment Act  (7  U.S.C.  1929a(e))  is  amended 
by- 

(1)  inserting  "and  other  obligations"  after 
"Notes":  and 

(2)  striking  out  the  period  at  the  end 
thereof  and  inserting  the  following:  ".  in- 
cluding sale  on  a  nonrecourse  basis.  The 
Secretary  and  any  subsequent  purchaser  of 
such  notes  and  other  obligations  sold  by  the 
Secretary  on  a  nonrecourse  basis  shall  be  re- 
lieved of  any  responsibilities  that  might 
have  been  imposed  had  the  borrower  re- 
mained indebted  to  the  Secretary". 

(c)  Notwithstanding  any  other  provision 
of  law.  institutions  of  the  Farm  Credit 
System  operating  under  the  Farm  Credit 
Act  of  1971  (12  U.S.C.  2001)  shall  be  eligible 
to  purchase  notes  and  other  obligations 
held  in  the  Rural  Development  Insurance 
Fund  and  to  service  (including  the  exten- 
sion of  additional  credit  and  all  other  ac- 
tions necessary  to  preserve,  conserve,  or  pro- 
tect the  institutions'  interests  in  such  notes 
and  other  obligations),  collect,  and  dispose 
of  such  notes  and  other  obligations,  subject 
only  to  such  terms  and  conditions  as  may  be 
agreed  to  by  the  Secretary  of  Agriculture 
and  such  purchasing  institutions  and  as  are 
approved  by  the  Farm  Credit  Administra- 
tion. 

SEC.  102.  ADVAN(  E  DEFICIENCY  PAYMENTS. 

Notwithstanding  any  other  provision  of 
law.  the  Secretary  of  Agriculture  shall,  in 
accordance  with  the  criteria  in  section  107C 
of  the  agricultural  Act  of  1949.  make  ad- 
vance deficiency  payments  available  for  the 
1987  crops  of  wheat,  feed  grains,  upland 
cotton,  and  rice:  Provided.  That  the  per- 
centage of  the  projected  payment  rate  used 
in  computing  such  payments  shall  not  be 
less  than  ( 1 )  40  percent  in  the  case  of  wheat 
and  feed  grains,  and  (2)  30  percent  in  the 
case  of  rice  and  upland  cotton. 

SEC.  103.  PREPAY.MENT  OF  REA  LOANS. 

The  Secretary  of  the  Treasury  shall  issue 
final  regulations  implementing  the  provi- 
sions of  the  undesignated  paragraph  cap- 
tioned PREPAYMENT  OF  LOANS  BY 
RURAL  ELECTRIFICATION  AND  TELE- 
PHONE SYSTEMS"  appearing  at  100  Stat. 
713-14  in  Public  Law  99-349  (7  U.S.C.  936 
note)  to  permit  the  prepayment  of  loans 
made  by  the  Federal  Financing  Bank  and 
guaranteed  under  section  306  of  the  Rural 
Electrification  Act  of  1936  (7  U.S.C.  936)  by 
the  Administrator  of  the  Rural  Electrifica- 
tion Administration  in  such  amounts  as  to 
realize  net  proceeds  of  not  less  than 
$1,720,000,000  from  such  loan  prepayments 
during  fiscal  year  1987.  Such  regulations 
shall  not  prohibit  full  transferability  and  as- 
signability of  such  loans  without  condition, 
and  shall  not  require  unreasonable  reduc- 
tions in  rates  to  customers. 

TITLE  II-COMMITTEE  ON  BANKING. 
HOUSING.  AND  URBAN  AFFAIRS 

SEC.  201.  SALE  OF  Rl  RAL  HOI  SIM;  LOANS. 

(a)  In  General.— The  Secretary  of  Agri- 
culture (hereinafter  referred  to  as  the  "Sec- 
retary") shall  ensure  that  loans  made  under 
title  V  of  the  Housing  Act  of  1949  are  sold 
to  the  public  in  amounts  sufficient  to  pro- 
vide from  the  proceeds  of  such  sales  a  net 
reduction  in  outlays  of - 

(1)  not  less  than  $1,158,000,000  in  fiscal 
year  1987: 

(2)  not  less  than  $500,000,000  in  fiscal  year 
1988:  and 


(3)  not  less  than  $500,000,000  in  fiscal  year 
1989. 

(b)  Procedures  and  Terms  of  Sales.— 

(1)  The  Secretary  shall  establish  specific 
guidelines  for  the  sale  of  loans  under  sub- 
section (a).  The  guidelines  shall  address  the 
procedures  and  terms  applicable  to  the  sale 
of  such  loans,  including  whether  such  loans 
should  be  subject  to  any  form  of  Federal 
guarantee,  the  kind  of  protections  that 
should  be  provided  to  borrowers,  and  terms 
that  will  ensure  that  the  sale  of  such  loans 
will  be  made  at  the  lowest  practicable  cost 
to  the  Federal  Government. 

(2)  The  sale  of  loans  under  this  section 
shall  not  be  subject  to  paragraph  (2)  or  (3) 
of  section  517(d)  of  the  Housing  Act  of  1949. 

(c)  Reports  to  Congress.— 

( 1 )  The  Secretary  shall  submit  periodic  re- 
ports to  the  Committee  on  Banking,  Hous- 
ing, and  Urban  Affairs  of  the  Senate  and 
the  Committee  on  Banking.  Finance  and 
Urban  Affairs  of  the  House  of  Representa- 
tives setting  forth  the  activities  of  the  Sec- 
retary under  this  section.  Each  such  report 
shall  include  the  guidelines  established 
under  subsection  (b)(1),  a  description  of  the 
loans  sold  under  this  .section,  and  an  analy- 
sis of  the  net  reduction  in  outlays  provided 
by  the  sale  of  such  loans.  The  Secretary 
shall  submit  the  first  report  under  this 
paragraph  not  later  than  90  days  after  the 
date  of  the  enactment  of  this  Act,  and  shall 
submit  subsequent  reports  each  90  days 
thereafter  through  the  end  of  fiscal  year 
1987. 

(2)  The  Comptroller  General  of  the 
United  States  shall  conduct  an  audit  and 
evaluation  of  the  activities  of  the  Secretary 
described  in  each  report  submitted  under 
paragraph  (1),  in  accordance  with  such  reg- 
ulations as  the  Comptroller  General  may 
prescribe.  The  Comptroller  General  shall 
have  access  to  such  books,  records,  accounts, 
and  other  materials  of  the  Secretary  as  the 
Comptroller  General  determines  necessary 
to  conduct  each  such  audit  and  evaluation. 
The  Comptroller  General  shall  submit  to 
the  Committee  on  Banking,  Housing,  and 
Urban  Affairs  of  the  Senate  and  the  Com- 
mittee on  Banking.  Finance  and  Urban  Af- 
fairs of  the  House  of  Representatives  a 
report  setting  forth  the  results  of  each  such 
audit  and  evaluation. 

SEC.  202.  SALE  OF  EXPORT-IMPORT  BANK  LOANS. 

The  Export-Import  Bank  Act  of  1945  (12 
U.S.C.  635  et  seq.)  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

"SEC.  la.  SALE  OF  BANK  LOANS. 

"(a)  In  General.— The  Board  of  Directors 
shall  take  such  steps  as  may  be  necessary  to 
ensure  that  loans  made  by  the  Bank  under 
this  Act  are  sold  to  the  public  in  amounts 
sufficient  to  provide  a  net  reduction  in  out- 
lays of  not  less  than  $1,500,000,000  in  fiscal 
year  1987  from  the  proceeds  of  such  sales. 

"(b)  Procedures  and  Terms  of  Sales.— 
The  Board  of  Directors  shall  establish  spe- 
cific guidelines  for  the  sale  of  loans  under 
subsection  (a).  Such  guidelines  shall  be  de- 
veloped after  consultation  with  the  Secre- 
tary of  the  Treasury.  The  guidelines  shall 
address  the  procedures  and  terms  applicable 
to  the  sale  of  such  loans,  including  terms 
that  will  ensure  that  the  sale  of  such  loans 
will  bring  the  highest  possible  return  to  the 
Federal  Government,  taking  into  account 
the  requirements  of  subsection  (c). 

"(c)  Restoration  of  CAPiTAL.^The  Bank 
is  hereby  authorized  to  issue  capital  stock  in 
an  amount  equal  to  any  reduction  in  the 
capital  and  reserves  of  the  Bank  resulting 
from  the  implementation  of  this  section. 
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The  Secretary  of  the  Treasury  is  authorized 
and  directed  to  purchase  such  stock,  and  for 
such  purpose  he  may  use  the  proceeds  from 
obligations  Issued  under  chapter  31  of  title 
31,  United  SUtes  Code. 

■'<d)  Reports  to  Congress.— 

"(1)  Bank  reports.— The  Board  of  Direc- 
tors shall  submit  periodic  reports  to  the. 
Committee  on  Banking.  Housing,  and  Urban 
Affairs  of  the  Senate  and  the  Committee  on 
Banking,  Finance  and  Urban  Affairs  of  the 
House  of  Representatives  setting  forth  the 
activities  of  the  Board  of  Directors  under 
this  section.  Each  such  report  shall  include 
the  guidelines  established  under  subsection 
(b),  a  description  of  the  loans  sold  under 
this  section,  and  an  analysis  of  the  net  re- 
duction in  outlays  provided  by  the  sale  of 
such  loans.  The  Board  of  Directors  shall 
submit  the  first  report  under  this  paragraph 
not  later  than  60  days  after  the  date  of  the 
enactment  of  this  Act.  and  shall  submit  sub- 
sequent reports  each  60  days  thereafter 
through  the  end  of  fiscal  year  1987. 

"(2)  Reports  by  comptroller  general.— 
The  Comptroller  General  of  the  United 
States  shall  conduct  an  audit  and  evaluation 
of  the  activities  of  the  Board  of  Directors 
described  in  each  report  submitted  under 
paragraph  (1),  in  accordance  with  such  reg- 
ulations as  the  Comptroller  General  may 
prescribe.  The  Comptroller  General  shall 
have  access  to  such  books,  records,  accounts, 
and  other  materials  of  the  Board  of  Direc- 
tors as  the  Comptroller  General  determines 
necessary  to  conduct  each  such  audit  and 
evaluation.  The  Comptroller  General  shall 
submit  to  the  Committee  on  Banking.  Hous- 
ing, and  Urban  Affairs  of  the  Senate  and 
the  Committee  on  Banking.  Finance  and 
Urban  Affairs  of  the  House  of  Representa- 
tives a  report  setting  forth  the  results  of 
each  .such  audit  and  evaluation. 

•■<e)  Securities  Laws  Not  Applicable  to 
Sales.— The  sale  of  any  loan  under  this  sec- 
tion shall  be  deemed  to  be  a  sale  of  exempt- 
ed securities  within  the  meaning  of  section 
3(a)(2)  of  the  Securities  Act  of  1933  (15 
U.S.C.  77c(a)(2))  and  section  3(a)(12)  of  the 
Securities  Exchange  Act  of  1934  (15  U.S.C. 
78c(a)(12)).  The  Bank  shall  file  with  the  Se- 
curities and  Exchange  Commission  such 
annual  and  other  reports  with  regard  to 
such  securities  as  the  Commission  shall  de- 
termine to  be  appropriate  in  view  of  the  spe- 
cial character  of  the  Bank  and  its  oper- 
ations as  may  be  necessary  in  the  public  in- 
terest or  for  the  protection  of  investors.". 

SEC  20.1.  FDIC  PREMll  MS  ON  KOREICN  DEPOSITS 
OF  INITEI)  STATES  BANKS. 

The  Federal  Deposit  Insurance  Act  is 
amended— 

(1)  by  inserting  'except  as  provided  in  sec- 
tion 7(b)(5)."  after  -(A)"  in  section  3(1)(5); 

(2)  by  striking  out  "and"  at  the  end  of 
clause  (A)  of  section  7(b)(5);  and 

(3)  by  striking  out  the  period  at  the  end  of 
section  7(b)(5)  and  inserting  in  lieu  thereof 
the  following:  "; 

•(C)  any  deposits  received  in  any  foreign 
branch  or  international  banking  facility, 
other  than  any  foreign  branch  of  a  foreign 
bank  as  defined  in  section  1(b)(7)  of  the 
International  Banking  Act  of  1978.". 
TITLE  III 

COAST  GUARD  USER  FEES 

Sec.  301.  (a^  Notwithstanding  the  provi- 
sions of  section  2110  of  title  46.  United 
States  Code,  the  Secretary  of  the  depart- 
ment in  which  the  Coast  Guard  is  operating 
(hereinafter  in  this  section  referred  to  as 
the  "Secretary")  shall  establish  and  imple- 
ment a  system  for  the  collection,  commenc- 
ing January  1,  1987,  of  $38  million  in  fiscal 


year  1987  and  $50  million  in  each  of  fiscal 
years  1988  and  1989  in  receipts  from  pay- 
ments by  users  of  services  provided  by  the 
Coast  Guard,  other  than  services  associated 
with  emergency  search  and  rescue. 

(b)  The  Secretary  shall,  by  January  1. 
1987,  issue  regulations  to  carry  out  the  pro- 
visions of  subsection  (a)  of  this  section. 
Such  regulations  shall  include  a  schedule  of 
fees  which  shall  be  established  in  accord- 
ance with  the  provisions  of  section  9701  of 
title  31,  United  SUtes  Code. 

(c)(1)  The  system  established  and  imple- 
mented under  subsection  (a)  of  this  section 
shall  include  collections  of  payments  of— 

(A)  the  sale  of  Support  of  Services 
Stamps,  possession  of  which  will  entitle  the 
holder  of  such  stamps  to  specified  services 
without  charge;  and 

(B)  fees  to  be  charged  to  users  of  such 
specified  services  who  have  not  purchased 
such  a  Support  of  Services  Stamp. 

(2)  In  developing  such  system  and  issuing 
regulations  under  this  section,  the  Secretary 
shall  consider  collection  of  receipts  from 
payments  for  nonemergency  search  and 
rescue,  as  well  as  other  services  provided  by 
the  Coast  Guard. 

(d)  The  Secretary  shall,  to  the  maximum 
extent  practicable,  ensure  that  such  system 
minimizes  adverse  economic  effects  upon 
commercial  towing  services  and  other  seg- 
ments of  the  maritime  industry. 

(e)  The  Secretary  shall  report  to  the  Con- 
gress on  or  before  December  1,  1986,  regard- 
ing activities  undertaken  to  establish  and 
implement  such  system  and  on  or  before 
December  1.  1987.  regarding  the  implemen- 
tation and  effects  of  such  system. 

(f)  Nothing  in  this  section  shall  alter  or 
expand  the  duties  and  liability  of  the 
United  Slates  under  existing  law  for  the 
performance  of  functions  for  which  fees  or 
payments  are  collected.  The  collection  of 
such  fees  or  payments  shall  not  constitute 
an  express  or  implied  undertaking  by  the 
United  States  to  perform  any  service  or  ac- 
tivity in  a  certain  manner  or  to  provide  any 
service  at  a  particular  time  or  place. 

LOAN  GUARANTEES 

Sec  302.  (a)  Section  362(b)  of  title  11. 
United  States  Code,  is  amended— 

(1)  by  striking  the  period  in  paragraph 
(11)  and  inserting  in  lieu  thereof  a  semi- 
colon; and 

(2)  by  adding  at  the  end  thereof  the  fol- 
lowing; 

■•(12)  under  subsection  (a)  of  this  section, 
after  the  date  which  is  90  days  after  the 
filing  of  such  petition,  of  the  commence- 
ment or  continuation,  and  conclusion  to  the 
entry  of  final  judgment,  of  an  action  which 
involves  a  debtor  subject  to  reorganization 
pursuant  to  chapter  11  of  this  title  and 
which  was  brought  by  the  Secretary  of 
Transportation  under  the  Ship  Mortgage 
Act,  1920  (46  App.  U.S.C.  911  et  seq.)  (in- 
cluding distribution  of  any  proceeds  of  sale) 
to  foreclose  a  preferred  ship  or  fleet  mort- 
gage, or  a  security  interest  in  or  relating  to 
a  vessel  or  vessel  under  construction,  held 
by  the  Secretary  of  Transportation  under 
section  207  or  title  XI  of  the  Merchant 
Marine  Act,  1936  (46  App.  U.S.C.  1117  and 
1271  et  seq.,  respectively),  or  under  applica- 
ble State  law;  or 

"(13)  under  subsection  (a)  of  this  section, 
after  the  date  which  is  90  days  after  the 
filing  of  such  petition,  of  the  commence- 
ment or  continuation,  and  conclusion  to  the 
entry  of  final  judgment,  of  an  action  which 
involves  a  debtor  subject  to  reorganization 
pursuant  to  chapter  11  of  this  title  and 
which   was   brought   by   the   Secretary   of 


Commerce  under  the  Ship  Mortgage  Act, 
1920  (46  App.  U.S.C.  911  et  seq.)  (including 
distribution  of  any  proceeds  of  sale)  to  fore- 
close a  preferred  ship  or  fleet  mortgage  in  a 
vessel  or  a  mortgage,  deed  of  trust,  or  other 
security  interest  in  a  fishing  facility  held  by 
the  Secretary  of  Commerce  under  section 
207  or  title  XI  of  the  Merchant  Marine  Act, 
1936  (46  App.  U.S.C.  1117  and  1271  et  seq., 
respectively). 

The  provisions  of  paragraphs  (12)  and  (13) 
of  this  subsection  shall  apply  with  respect 
to  any  such  petition  filed  on  or  before 
December  31.  1989.". 

(b)  The  amendments  made  by  subsection 
(a)  of  this  section  shall  apply  only  to  peti- 
tions filed  under  section  362  of  title  11, 
United  States  Code,  which  are  made  after 
August  1,  1986. 

sale  of  conrail 

Sec  303.  The  Secretary  of  Tratisportation 
is  directed  in  fiscal  year  1987  to  sell  the  in- 
terest of  the  United  States  in  the  common 
stock  of  the  Consolidated  Rail  Corporation 
(Conrail).  Consistent  with  the  public  inter- 
est convenants  provided  for  pursuant  to  S. 
638,  the  "Conrail  Sale  Amendments  Act  of 
1985"  as  passed  by  the  Senate  on  February 
4,  1986.  the  Secretary,  as  part  of  such  sale, 
shall  ensure  that  Conrail's  rail  service  is 
continued,  that  the  interests  of  rail  labor 
are  protected,  that  it  is  in  the  strongest  pos- 
sible financial  condition  after  the  sale,  that 
it  is  viable  long-term,  and  that  the  return  to 
the  Federal  Government  is  maximized. 

TITLE  IV-COMMITTEE  ON  ENERGY 
AND  NATURAL  RESOURCES 

Subtitle  A— Department  of  Energy 
Programs 

se(  .  jol.  cride  oil  or  petroi.eim  products 
overchar(;e  finds. 

(a)  Restitutionary  Amounts.— Sections 
402  and  403  specify  the  procedure  for  the 
distribution  of  the  following  restitutionary 
amounts— 

( 1 )  amounts  held  in  escrow  on  the  date  of 
enactment  of  this  Act.  and 

(2)  amounts  received  after  the  date  of  en- 
actment of  this  Act. 

which  are  held  or  received  as  a  result  of  a 
settlement,  order,  or  judgment  (including  a 
declaratory  judgment)  involving  over- 
charges resulting  from  alleged  crude  or  pe- 
troleum products  oil  pricing  violations 
under  the  Emergency  Petroleum  Allocation 
Act  of  1973  or  the  Economic  Stabilization 
Act  of  1970. 

(b)  Statute  of  Limitations.— Section  18 
of  the  Emergency  Petroleum  Allocation  Act 
of  1973  is  amended  by— 

(1)  inserting  the  subsection  designator 
•(a)"  before  •Notwithstanding';  and 

(2)  adding  the  following  new  subsection: 
■•(b)(1)  Except  as  provided  in  paragraph 

(4)  of  this  subsection,  the  commencement  of 
an  enforcement  action  by  Proposed  Remedi- 
al Order  or  Proposed  Order  of  Disallowance 
under  section  503  of  the  Department  of 
Energy  Organization  Act  or  by  complaint 
filed  in  a  district  court  of  the  United  States 
under  section  209  of  the  Economic  Stabiliza- 
tion Act  of  1970  (referred  to  in  this  subsec- 
tion as  -section  209")  shall  be  barred  unless 
such  action  is  filed  before  the  later  of  (A) 
January  1.  1987;  or  (B)  six  years  after  the 
date  of  the  violation  upon  which  the  action 
is  based. 

"(2)  After  the  date  of  enactment  of  this 
subsection,  and  except  as  provided  in  para- 
graph (4)  of  this  subsection,  an  action  for 
enforcement  of  an  order  that  constitutes 
final  agency  action  brought  by  the  United 
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States  or  an  officer  or  agency  thereof  which 
is  founded  upon  section  209  shall  be  barred 
unless  a  complaint  is  filed  or  an  application 
for  modification  is  filed  under  section  7  of 
the  Federal  Energy  Administration  Act  of 
1974  within  one  year  after  the  order  has 
been  issued  or  one  year  after  the  final  com- 
pliance date  prescribed  by  the  order,  which- 
ever is  later. 

"(3)  An  appropriate  district  court  of  the 
United  States  shall  have  jurisdiction  over  a 
petition  for  review  brought  by  a  private 
party  subject  to  a  final  agency  action  deter- 
mined under  section  503  or  504  of  the  De- 
partment of  Energy  Organization  Act  if  the 
petition  is  filed  within  60  days  after  the  ef- 
fective date  of  that  final  agency  action,  or 
within  60  days  of  the  date  of  enactment  of 
this  sul>section.  whichever  occurs  later. 

•■(4)  In  computing  the  periods  established 
in  paragraphs  (1)  and  (2)  of  this  subsection, 
there  shall  be  excluded  all  periods— 

■■(A)  during  which  any  person  who  is  or 
may  become  the  subject  of  an  enforcement 
action  is  outside  the  United  States,  has  ab- 
sconded or  concealed  himself,  or  is  not  sub- 
ject to  legal  process; 

"(B)  during  which  facts  material  to  the 
enforcement  action  could  not.  by  reason  of 
that  person's  actions,  be  known: 

"(C)  prior  to  full  compliance  with  any 
valid  subpoena  or  special  report  order  issued 
under  section  13  of  the  Federal  Energy  Ad- 
ministration Act  of  1974; 

"(D)  prior  to  the  issuance  of  an  order 
which  constitutes  final  agency  action  on  a 
request  for  adjustment  from  any  rule,  regu- 
lation, or  order  under  section  504  of  the  De- 
partment of  Energy  Organization  Act;  or 

•(E)  of  extensions,  to  which  the  President 
or  the  President's  delegee  and  the  person 
who  is  or  may  become  the  subject  of  an  en- 
forcement action  have  consented  in  writing, 
prior  to  the  expiration  of  the  time  periods 
prescribed  in  paragraphs  (1)  and  (2)  of  this 
subsection. 

"(5)  Laches  shall  l>e  available  as  a  defense 
against  any  enforcement  action  covered  by 
this  subsection.". 

SEC.     MX.     DISTRIBIITION     OF     RESTITITIONARY 
AMOUNTS. 

(a)  Any  of  the  restitutionary  amounts  de- 
scribed in  section  401  to  which  the  Federal 
Government  is  entitled  pursuant  to  the  ex- 
press terms  of  a  settlement,  order,  or  judg- 
ment described  ii  section  401  entered  prior 
to  the  date  of  enactment  of  this  Act  shall  be 
credited  to  the  general  fund  of  the  Treas- 
ury. Nothing  in  this  subtitle  shall  affect  any 
amounts  to  which  persons  or  classes  of  per- 
sons have  an  enforceable  right,  created  or 
vested  as  of  the  date  of  enactment  of  this 
Act.  pursuant  to  such  a  settlement,  order,  or 
judgment,  including  the  settlement,  ap- 
proved on  Julr7.  1986.  in  "In  Re:  The  De- 
partment of  Energy  Stripper  Well  Exemp- 
tion Litigation."  M.D.L.  No.  378.  in  the 
United  SUtes  District  Court  for  the  District 
of  Kansas. 

(b)  Except  as  provided  for  in  subsection 
(a),  effective  on  the  date  of  enactment  of 
this  Act.  any  of  the  amounts  described  in 
section  401  which  remain  after  the  identifi- 
cation of  and  restitution  to  persons  or  class- 
es of  persons  who  have  sustained  economic 
injury  shall  be  credited  to  the  general  fund 
of  the  Treasury. 

SEC.  403.  FEDERAL  ENERGY  MANAGEMENT. 

Section  545(a)(2)  of  the  National  Energy 
Conservation  Policy  Act  (42  U.S.C. 
8255(a)<2)).  relating  to  Federal  energy  man- 
agement, is  amended  by  striking  "marginal" 
and  inserting  "average"  in  its  place. 


SEC.  404.  MANlFACrrRERS  ENERGY  CONSl'MPTION 
SIRVEY 

(a)  Section  205  of  the  Department  of 
Energy  Organization  Act  (42  U.S.C.  7135)  is 
amended  by  adding  a  new  subsection  after 
subsection  (h)  to  read  as  follows: 

"(i)(l)  The  Administrator  shall  conduct 
and  publish  the  results  of  a  survey  of 
energy  consumption  in  the  manufacturing 
industries  in  the  United  States  on  at  least  a 
triennial  basis  and  in  a  manner  designed  to 
protect  the  confidentiality  of  individual  re- 
sponses. In  conducting  the  survey,  the  Ad- 
ministrator shall  collect  information  on 
such  topics  as— 

"(A)  quantity  of  fuels  consumed. 

"(B)  energy  expenditures. 

"(C)  fuel  switching  capabilities,  and 

"(D)  use  of  non-purchased  sources  of 
energy,  such  as  cogeneration  and  waste  by- 
products. 

"(2)  This  subsection  does  not  affect  the 
authority  of  the  Administrator  to  collect 
data  under  section  52  of  the  Federal  Energy 
Administration  Act  of  1974  (15  U.S.C. 
790a).". 

(b)  Part  E  of  title  III  of  the  Energy  Policy 
and  Conservation  Act  (42  U.S.C.  6341-6346) 
is  hereby  repealed. 

SEC.  405.  CRl'OE  OIL  PRODI  ITION  AND  REFINING 
CAPACITY  IN  THE  I  NITED  STATES. 

(a)  In  General.— (1)  The  Secretary  of 
Energy,  acting  with  the  Energy  Information 
Administration,  shall  conduct  a  study  of  do- 
mestic crude  oil  production  and  petroleum 
refining  capacity  and  the  effects  of  imports 
thereon  in  order  to  assist  the  Congress  and 
the  President  in  determining  whether  such 
production  and  capacity  are  adequate  to 
protect  the  national  security. 

(2)  The  study  provided  for  by  this  section 
shall  be  carried  out  within  available  appro- 
priations. 

(b)  Public  Comment.— The  Secretary  shall 
provide  notice  and  reasonable  opportunity 
for  public  comment  with  respect  to  conduct- 
ing the  study  carried  out  under  this  section. 

(c)  Reporting  Date.— The  Secretary  shall, 
within  60  days  of  enactment  of  this  Act. 
transmit  to  the  Congress  and  the  President 
a  copy  of  the  findings  and  conclusions  of 
the  study  carried  out  under  this  section. 
Such  findings  and  conclusions  shall  be  re- 
ferred to  the  Committee  on  Energy  and 
Natural  Resources  of  the  Senate  and  appro- 
priate authorization  committees  of  the 
House  of  Representatives. 

(d)  Action  by  the  President.— The  Presi- 
dent shall,  within  45  days  after  the  date  on 
which  such  report  is  transmitted  to  him. 
report  his  views  concerning  the  levels  at 
which  imports  of  crude  oil  and  refined  pe- 
troleum products  become  a  threat  to  the  na- 
tional security  and  advise  the  Congress 
what  his  views  are  on  what  legislative  or  ad- 
ministrative action,  or  both,  will  be  required 
to  prevent  imports  of  crude  oil  and  refined 
petroleum  products  from  exceeding  those 
import  levels  that  threaten  out  national  se- 
curity. 

Subtitle  B— Federal  Energy  Regulatory 
Commission 

SEC.  411.  FERC  FEES  AND  ANNIAL  CHARGES. 

(a)  Authorization.— The  Federal  Energy 
Regulatory  Commission  shall  be  authorized 
to  collect  fees  and  annual  charges  as  provid- 
ed in  this  subtitle. 

(b)  In  General.— The  Federal  Energy  Reg- 
ulatory Commission  shall  assess  and  collect 
fees  and  annual  charges  in  amounts  suffi- 
cient to  reimburse  the  United  States  for  all 
of  the  costs  incurred  by  the  Commission: 
Provided,  That  the  Commission  shall  in- 
crease fees  and  annual  charges  sufficient  to 


increase  offsetting  receipts  by  at  least 
$33,000,000  in  fiscal  year  1987  above  current 
collections. 

(c)  Basis  for  Assessments.— The  fees  or 
annual  charges  assessed  shall  be  computed 
based  on  methods  that  the  Commission  de- 
termines, by  rule,  to  be  fair  and  equitable. 

(d)  Use  of  Funds.- All  moneys  received 
under  the  provisions  of  this  section  shall  be 
credited  to  the  general  fund  of  the  Treas- 
ury. 

(e)  Waiver.— The  Commission  may,  by 
rule  or  order,  waive  all  or  part  of  any  fee  or 
annual  charge  assessed  under  this  subtitle 
for  good  cause  shown. 

Subtitle  C--Department  of  the  Interior 
Program 

SEC.    421.    GREAT    SWAMP    NATIONAL    WILDLIFE 
REFUGE. 

(a)  No  later  than  60  days  after  the  enact- 
ment of  this  section,  the  Secretary  of  the 
Interior  shall  appoint  an  interagency  task 
force  to  develop  a  systematic  and  compre- 
hensive environmental  clean-up  plan  for  the 
Great  Swamp  National  Wildlife  Refuge  in 
New  Jersey.  Such  a  plan  sh£ill  include,  but 
not  be  limited  to: 

(1)  the  appointment  of  appropriate  field 
personnel  to  direct  the  clean-up  effort: 

(2)  an  assessment  and  ranking  of  environ- 
mental threats  to  the  refuge  to  be  updated 
as  new  information  becomes  available: 

(3)  a  detailed  clean-up  schedule  and  work 
plain  to  be  updated  on  a  regular  basis;  and 

(4)  an  annual  report  on  the  progress  made 
toward  the  clean-up  effort  of  the  refuge. 

(b)  No  later  than  240  days  after  the  enact- 
ment of  this  section,  the  Secretary  shall 
provide  the  appropriate  Committees  of  Con- 
gress with  a  report  on  the  progress  of  estab- 
lishing such  a  task  force  and  the  implemen- 
tation of  the  clean-up  effort. 

(c)  The  development  of  the  plan  set  out  in 
subsections  (a)  and  (b)  shall  be  carried  out 
with  unobligated  funds  available  to  the  U.S. 
FMsh  and  Wildlife  Service. 

TITLE  V-COMMITTEE  ON 
ENVIRONMENT  AND  PUBLIC  WORKS 
Sec.  501.  Fees  op  the  Environmental  Pro- 
tection Agency.— (a)  The  Administrator  of 
the  Environmental  Protection  Agency  is  au- 
thorized to  assess  and  collect  fees  and 
charges  for  services  and  activities  carried 
out  pursuant  to  the  statutes  which  are  ad- 
ministered by  the  Agency  in  the  amount  of 
$20  million  annually  for  the  fiscal  years 
1987.  1988  and  1989.  The  amount  of  any  fee 
or  charge  assessed  pursuant  to  this  section 
shall  be  established  by  rule,  after  notice  and 
opportunity  for  public  comment. 

(b)  Except  as  may  otherwise  be  specifical- 
ly provided  by  law  with  regard  to  fees  and 
charges,  and  their  deposit  and  retention, 
any  fees  and  charges  established  and  col- 
lected by  the  Administrator  of  the  Environ- 
mental Protection  Agency  pursuant  to  this 
section  or  other  statutes  administered  by 
the  Agency  shall  be  deposited  in  a  special 
fund  in  the  United  States  Treasury  which 
thereafter  shall  be  available  for  appropria- 
tion, to  remain  available  until  expended,  to 
carry  out  the  Agency's  activities  for  which 
the  fee  or  charge  is  made. 

(c)  Not  later  than  September  30,  1987,  the 
Administrator  of  the  Environmental  Protec- 
tion Agency  shall  transmit  to  the  Congress 
a  report  on  the  implementation  of  this  sec- 
tion and  on  other  fees  and  charges  that 
might  be  assessed  to  defray  the  costs  of  ad- 
ministering the  statutory  authorities  as- 
signed to  the  Agency.  Such  report  shall  be 
made  available  to  organizations  represent- 
ing State  and  local  officials  who  have  been 
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delegated  authority  to  administer  programs 
under  these  statutes  for  comment,  and  sum- 
maries of  such  comments  shall  be  included 
in  the  report. 

Sec.  502.  42  U.S.C.  2213  is  amended  to 
read  as  follows: 

"SEC.   7601.    NUCLEAR    REGl'LATORY    COMMISSION 
REVENUES. 

•'(a)  For  fiscal  years  1987,  1988,  and  1989, 
the  Nuclear  Regulatory  Commission  is  au- 
thorized to  assess  and  collect  annual 
charges  from  its  licensees  on  a  fiscal  year 
basis  for  costs  incurred  by  the  Commission 
with  respect  to  such  licensees  in  an  amount 
that,  when  added  to  other  amounts  collect- 
ed by  the  Commission  for  each  such  fiscal 
year  under  other  provisions  of  law,  does  not 
exceed  38  percent  of  the  funds  appropriated 
to  the  Commission  each  such  fiscal  year. 

"(b)  Any  such  charge  assessed  pursuant  to 
this  section  for  costs  incurred  by  the  Com- 
mission with  respect  to  its  licensees  shall  be 
reasonably  related  to  the  regulatory  service 
provided  by  the  Commission  for  each  such 
individual  licensee  and  shall  fairly  reflect 
the  actual  cost  of  the  Commission  of  provid- 
ing such  service  to  each  such  individual  li- 
censee. 

■•(c)  The  amount  of  the  charges  assessed 
pursuant  to  this  section  shall  be  established 
by  rule,  after  reasonable  opportunity  for 
notice  and  comment  by  all  interested  per- 
sons.". 

Sec  503.  Sales  of  Notes.— (a)  Notwith- 
standing any  other  provision  of  law,  the 
Secretary  of  Commerce  shall,  under  such 
terms  as  the  Secretary  may  provide,  sell  de- 
faulted notes  held  in  the  Economic  Develop- 
ment Administrations  Revolving  Fund  in 
such  amounts  as  to  realize  net  proceeds  of 
not  less  than  $50,000,000  from  such  sales 
during  fiscal  year  1987. 

(b)  The  Secretary  is  authorized  to  sell 
such  notes  on  a  nonrecourse  basis.  The  Sec- 
retary and  any  subsequent  purchaser  of 
such  notes  sold  by  the  Secretary  on  a  nonre- 
course basis  shall  be  relieved  of  any  respon- 
sibilities that  might  have  been  imposed,  had 
the  borrower  remained  indebted  to  the  Sec- 
retary. 

Sec  504.  Highway  Program.— (a)  There  is 
authorized  to  be  appropriated  for  Federal- 
aid  highways  and  highway  safety  construc- 
tion programs  $13,082,000,000  for  each  of 
the  fiscal  years  ending  September  30,  1987, 
1988  and  1989. 

(b)(1)  Notwithstanding  any  other  provi- 
sions of  law,  the  total  of  all  obligations  for 
Federal-aid  highways  and  highway  safety 
construction  programs  shall  not  exceed 
$12,350,000,000  for  each  of  the  fiscal  years 
ending  September  30.  1987.  1988.  and  1989. 
These  limitations  shall  not  apply  to  obliga- 
tions for  emergency  relief  under  section  125 
of  title  23,  United  States  Code,  and  projects 
under  section  157  of  title  23,  United  States 
Code. 

(ii)  For  each  of  the  fiscal  years  1987.  1988 
and  1989,  the  Secretary  of  Transportation 
shall  distribute  the  limitation  imposed  by 
paragraph  (i)  by  allocation  in  the  ratio 
which  sums  authorized  to  be  appropriated 
for  Federal-aid  highways  and  highway 
safety  construction  which  are  apportioned 
or  allocated  to  each  State  for  such  fiscal 
year  bears  to  the  total  of  the  sums  author- 
ized to  appropriated  for  Federal-aid  high- 
ways and  highway  safety  construction 
which  are  apportioned  or  allocated  to  all 
the  States  for  such  fiscal  year. 

(iii)  During  the  period  October  1  through 
December  31,  1986,  no  State  shall  obligate 
more  than  35  per  centum  of  the  amount  dis- 
tributed to  such  State  under  paragraph  (ii) 


for  fiscal  year  1987,  and  the  total  of  all 
State  obligations  during  such  period  shall 
not  exceed  25  per  centum  of  the  total 
amount  distributed  to  all  States  under  such 
subsection  for  such  fiscal  year. 

(iv)  Notwithstanding  paragraph  (ii)  and 
(iii),  the  Secretary  shall— 

(A)  provide  all  States  with  authority  suffi- 
cient to  prevent  lapses  of  sums  authorized 
to  be  appropriated  for  Federal-aid  highways 
and  highway  safety  construction  which 
have  been  apportioned  or  allocated  to  a 
State: 

(B)  after  August  1  of  each  of  the  fiscal 
years  1987,  1988  and  1989  revise  a  distribu- 
tion of  the  funds  made  available  under  para- 
graph (ii)  for  such  fiscal  year  if  a  State  will 
not  obligate  the  amount  distributed  during 
such  fiscal  year  and  redistribute  sufficient 
amounts  to  those  States  able  to  obligate 
amounts  in  addition  to  those  previously  dis- 
tributed during  such  fiscal  year  giving  prior- 
ity to  those  States  having  large  unobligated 
balances  of  funds  apportioned  under  section 
104  of  title  23,  United  States  Code,  and 
giving  priority  to  those  States  which,  be- 
cause of  statutory  changes  made  by  the  Sur- 
face Transportation  Assistance  Act  of  1982 
and  the  Federal-Aid  Highway  Act  of  1981, 
have  experienced  substantial  proportional 
reductions  in  their  apportionments  and  allo- 
cations: and 

(C)  not  distribute  amounts  authorized  for 
administrative  expenses.  Federal  land  high- 
ways, and  the  Strategic  Highway  Research 
Program. 
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PART  1— PROVISIONS  REI^^TINC  TO  PART  A 
OF  MEDICARE 

SEC.    601.    PAYMENTS    FOR    INPATIENT    HOSPITAL 
SERVICES. 

(a)  Applicable  Percentage  Increase.— 
(1)  Section  1886(b)(3)(B)(i)  of  the  Social 

Security  Act  (42  U.S.C.  1395ww(b)(3)(B)(i)) 

Is  amended— 

(A)  in  subclause  (II)  by  striking  '1987  and 
1988'  and  inserting  in  lieu  thereof  1988 
and  1989", 

(B)  in  subclause  (III)  by  striking  "1989" 
and  inserting  in  lieu  thereof  "1990". 

(C)  by  redesignating  subclauses  (in  and 
(III)  as  subclauses  (III)  and  (IV),  respective- 
ly, and 

(D)  by  inserting  after  subclause  (I)  the 
following: 

(II)  for  fiscal  year  1987,  1.3  percent,". 

(2)(A)  Section  1886(d)(3)(A)  of  such  Act  Is 
amended  by  striking  "1985  and  1986"  and 
inserting  in  lieu  thereof  ■1986  and  1987". 

(B)  Section  1886(e)(4)  of  such  Act  is 
amended  by  striking  ■1987"  and  inserting  in 
lieu  thereof  ■1988  ". 

(3)(A)  In  the  case  of  a  subsection  (d)  hos- 
pital, the  amendments  made  by  paragraph 
(1)  shall  apply  to  payments  made  under  sec- 
tion 1886(d)(l)(A)(ii)(II)  of  such  Act  made 
on  the  basis  of  discharges  occurring  on  or 
after  October  1,  1986. 

(B)  In  the  case  of  a  subsection  (d)  hospi- 
tal, the  amendments  made  by  paragraph  (1) 
shall  apply  to  payments  under  section 
1886(d)(l)(AKii)(I)  of  such  Act  made  on  the 
basis  of  discharges  occurring  during  a  cost 
reporting  period  of  a  hospital,  for  the  hospi- 
tal's cost  reporting  periods  beginning  on  or 
after  October  1,  1986. 

(C)  In  the  case  of  a  hospital  that  is  not  a 
subsection  (d)  hospital,  the  amendments 
made  by  paragraph  (1)  shall  apply  to  cost 
reporting  periods  beginning  on  or  after  Oc- 
tober 1,  1986. 

(D)  For  purposes  of  this  paragraph,  the 
term  "subsection  (d)  hospital"  has  the 
meaning  given  to  such  term  in  section 
1 886(  d )( 1 )( B )  of  such  Act. 

(b)  Outlier  Payments  for  Small  Rural 
Hospitals  and  Sole  CoMMUNi"rY  Hospi- 
tals.— 
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(1)  Section  1886(d)(5)(A)  of  the  Social  Se- 
curity Act  (42  U.S.C.  1395ww(cl)(5)(A))  is 
amended  by  adding  at  the  end  the  following 
new  clause: 

••(v)(I)  The  total  amount  of  the  additional 
payments  made  under  this  subparagraph 
for  discharges  from  a  hospital  described  in 
subclause  (ID  may  not  be  less  than  5  per- 
cent nor  more  than  6  percent  of  the  total 
payments  projected  or  estimated  to  be  made 
to  all  such  hospitals  based  on  DRG  prospec 
tive  payment  rates  for  discharges  in  that 
year. 

••(II)  For  purposes  of  subclause  (I),  a  hos- 
pital is  described  in  this  sulKlause  if  it  is  a 
sole  community  hospital  (as  defined  in  sub- 
paragraph (CMii))  with  an  average  occupan- 
cy of  50  beds  or  less  for  the  most  recently 
completed  Federal  fiscal  year  or  a  small 
rural  hospital  (as  described  in  section 
1883(b)(1)).'. 

(2)(A)  The  Prospective  Payment  Assess- 
ment Commission  shall  include  in  its  annual 
report  an  analysis  of  the  appropriate 
thresholds  for  outliers  which  are  necessary 
to  ensure  that  outlier  payments  will  be 
made  in  accordance  with  the  requirements 
of  section  1886(d)(5)(A)  of  the  Social  Securi- 
ty Act. 

(B)  Section  9113(a)  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985 
is  amended  by  inserting  'and  sole  communi- 
ty providers'  after  "rural  hospitals  with  less 
than  100  beds '. 

(3)  The  amendment  made  by  paragraph 
(1)  shall  apply  to  discharges  occurring  after 
September  30.  1986.  and  before  the  first  Oc- 
tober 1  that  is  more  than  270  days  after  the 
date  on  which  the  Secretary  of  Health  and 
Human  Services  submits  the  report  required 
under  section  9113  of  the  Consolidated  Om- 
nibus Budget  Reconciliation  Act  of  1985. 

(c)  CoMPtrriNC  Urban  and  Roral  Aver- 
ages.—Section  1886(d)(3)(A)  of  the  Social 
Security  Act  (42  U.S.C.  1395ww(d)(3)(A))  is 
amended  by  adding  at  the  end  the  follow- 
ing: "With  respect  to  discharges  occurring 
on  or  after  October  1.  1986,  the  Secretary 
shall  compute  urban  and  rural  averages  on 
the  basis  of  discharge  weighting  rather  than 
hospital  weighting,  making  appropriate  ad- 
justments to  ensure  that  computation  on 
such  basis  does  not  result  in  total  payments 
under  this  section  that  are  greater  or  less 
than  the  total  payments  that  would  have 
been  made  under  this  section  but  for  this 
sentence,  and  making  appropriate  changes 
in  the  manner  of  determining  the  reduc- 
tions under  subparagraph  (C)(ii). ". 

(d)  Rural  Referral  Centers.— 

(IMA)  The  criteria  established  by  the  Sec- 
retary of  Health  and  Human  Services  under 
section  1886(d)(5)(C)(i)  of  the  Social  Securi- 
ty Act  (42  U.S.C.  1395ww(d)(5)(C)(i))  shall 
provide  that  a  rural  hospital  that— 

(i)  has  a  case  mix  equal  to  or  greater  than 
the  median  case  mix  for  urban  hospitals  lo- 
cated in  the  same  census  region  or  the 
Nation  (other  than  hospitals  with  approved 
teaching  programs), 

(ii)(I)  has  5.000  or  more  discharges  a  year, 
or 

(II)  in  the  case  of  a  rural  osteopathic  hos- 
pital, meets  the  criterion  established  by  the 
Secretary  under  such  section  with  respect  to 
the  annual  number  of  discharges  for  such 
hospitals,  and 

(iii)  meeU  any  other  criteria  established 
by  the  Secretary  under  such  section, 
shall  be  classified  as  a  rural  referral  center. 

(B)  Subparagraph  (A)  shall  apply  to  pay- 
ments for  discharges  occurring  on  or  after 
October  1,  1986. 

(2)  Any  hospital  that  is  classified  as  a 
rural      referral      center      under      section 
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1886(d)(5)(C)(i)  of  the  Social  Security  Act 
on  the  date  of  the  enactment  of  this  Act 
shall  continue  to  be  classified  as  a  rural  re- 
ferral center  for  cost  reporting  periods  be- 
ginning on  or  after  October  1.  1986,  and 
before  October  1.  1989. 

(3)  Paragraphs  (1)  and  (2)  shall  be  imple- 
mented in  a  manner  that  ensures  that  total 
payments  under  section  1886  of  the  Social 
Security  Act  are  not  increased  or  decreased 
by  reason  of  the  classifications  required  by 
such  paragraphs. 

SEC.  602.   PAYMENTS  FOR  HOSPITAL  CAPITAL-RE- 
LATEO  COSTS. 

Section  1861(v)(l)  of  the  Social  Security 
Act  (42  U.S.C.  1395x(v)(l))  is  amended  by 
adding  at  the  end  the  following  new  sub- 
paragraph: 

"(R)(i)  Except  as  provided  in  clause  (ii),  in 
determining  the  amount  of  the  payments 
that  may  be  made  under  this  title  with  re- 
spect to  the  capital-related  costs  of  inpa- 
tient hospital  services  of  a  subsection  (d) 
hospital  (as  defined  in  section 
1886(d)(1)(B)).  the  Secretary  shall  reduce 
the  amounts  determined  to  be  reasonable 
(without  regard  to  this  subparagraph)  by— 

"(I)  3  percent  for  cost  reporting  periods 
beginning  on  or  after  October  1.  1986.  and 
before  October  1.  1987. 

"(II)  5  percent  for  cost  reporting  periods 
beginning  on  or  after  October  1,  1987,  and 
before  October  1,  1988,  and 

"(III)  6  percent  for  cost  reporting  periods 
beginning  on  or  after  October  1.  1988.  and 
before  October  1.  1989. 

(ii)  This  subparagraph  shall  not  apply  to 
payments  with  respect  to  the  capital-related 
costs  of  any  hospital  that  is  a  sole  communi- 
ty hospital  (as  defined  in  section 
1886(d)(5)(C)(ii)).". 

SEC.  603.  CHA.NGES   IN    INPATIENT  HOSPITAL   DE- 
DICTIBLE. 

(a)  In  General.— Section  1813(b)  of  the 
Social  Security  Act  (42  U.S.C.  1395e(b))  is 
amended  to  read  as  follows: 

"(b)(1)  The  inpatient  hospital  deductible 
shall  be  $520  in  the  case  of  any  spell  of  ill- 
ness l)eginning  in  calendar  year  1987  The 
Inpatient  hospital  deductible  for  any  spell 
of  illness  begirming  in  any  succeeding  year 
shall  be  an  amount  equal  to  the  inpatient 
hospital  deductible  for  spells  of  illness  be- 
ginning in  the  preceding  calendar  year, 
changed  by  the  same  percentage  change  as 
applies  for  purposes  of  DRG  prospective 
payment  rates  under  section  1886(b)(3)  or 
section  1886(e)(4)  (whichever  is  applicable) 
for  discharges  in  the  fiscal  year  that  begins 
on  October  1  of  such  preceding  calendar 
year,  and  adjusted  to  reflect  changes  in  real 
case  mix  (determined  on  the  basis  of  the 
most  recent  case  mix  data  available).  Any 
amount  determined  under  the  preceding 
sentence  which  is  not  a  multiple  of  $4  shall 
be  rounded  to  the  nearest  multiple  of  $4  (or, 
if  it  is  midway  between  two  multiples  of  $4, 
to  the  next  higher  multiple  of  $4). 

"(2)  The  Secretary  shall  promulgate  the 
inpatient  hospital  deductible  and  all  coin- 
surance amounts  under  this  section  between 
September  1  and  September  15  of  the  year 
preceding  the  year  to  which  they  will 
apply.". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  spells 
of  illness  beginning  in  or  after  calendar  year 
1987. 

SEC.     604.     NOTICE     OE     HOSPITAL     DISCHARGE 
RIGHTS:  DISCHARGE  PLANNING. 

(a)  Requirement  for  Hospitals  To  Pro- 
vide Statement.— 

(1)  Section  1866(a)(1)  of  the  Social  Securi- 
ty Act  (42  U.S.C.  1395cc(a)(l))  is  amended— 


(A)  by  striking  the  "and"  inserted  at  the 
end  of  the  subparagraph  (I)  by  section 
9122(a)  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985, 

(B)  by  striking  the  period  at  the  end  of 
subparagraph  (J)  and  inserting  in  lieu 
thereof  a  comma, 

(C)  by  redesignating  the  subparagraph  (I) 
inserted  by  section  9403(b)  of  the  Consoli- 
dated Omnibus  Budget  Reconciliation  Act 
of  1985  as  subparagraph  (K)  and  by  insert- 
ing it  after  subparagraph  (J),  and 

(D)  by  inserting  "and"  at  the  end  of  sub- 
paragraph (K).  as  redesignated,  and 

(E)  by  inserting  after  subparagraph  (K) 
the  following  new  subparagraph: 

"(L)  in  the  case  of  hospitals,  to  provide  to 
each  individual  who  is  entitled  to  benefits 
under  part  A  (or  to  a  legally  responsible 
person  or  persons  acting  on  the  individual's 
behalf),  at  or  about  the  time  of  the  individ- 
ual's admission  as  an  inpatient  to  the  hospi- 
tal, a  written  statement  (containing  such 
language  as  the  Secretary  prescribes  con- 
sistent with  this  paragraph)  which  ex- 
plains— 

"(i)  the  individual's  rights  to  benefits  for 
inpatient  hospital  services  and  for  post-hos- 
pital services  under  this  title, 

"(ii)  the  circumstances  under  which  such 
an  individual  will  and  will  not  be  liable  for 
charges  for  continued  stay  in  the  hospital, 

"(iii)  the  individual's  right  to  appeal  deni- 
als of  benefits  for  continued  inpatient  hos- 
pital services,  including  the  practical  steps 
to  initiate  such  an  appeal,  and 

"(iv)  the  individual's  liability  for  payment 
for  services  if  such  a  denial  of  benefits  is 
upheld  on  appeal.". 

(2)  The  Secretary  of  Health  and  Human 
Services  shall  first  prescribe  the  language 
required  under  section  1866(a)(l)(L)  of  the 
Social  Security  Act  not  later  than  six 
months  after  the  date  of  the  enactment  of 
this  Act.  The  requirement  of  such  section 
shall  apply  to  admissions  to  hospitals  occur- 
ring on  such  date  (not  later  than  60  days 
after  the  date  such  language  is  first  pre- 
scribed) as  the  Secretary  shall  provide. 

(b)  Requiring  Hospitals  To  Provide  Dis- 
charge Planning.— 

(1)  Section  1861(e)(6)  of  the  Social  Securi- 
ty Act  (42  U.S.C.  1395x(e)(6))  is  amended— 

(A)  by  inserting  "(A)"  after  "(6)".  and 

(B)  by  inserting  before  the  semicolon  at 
the  end  the  following:  "and  (B)  has  in  place 
a  discharge  planning  process  that  meets  the 
requirements  of  subsection  (ee)". 

(2)  Section  1861  of  such  Act  is  further 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"discharge  planning  process 

"(ee)(l)  A  discharge  planning  process  of  a 
hospital  shall  be  considered  sufficient  if  it  is 
applicable  to  services  furnished  by  the  hos- 
pital to  individuals  entitled  to  insurance 
benefits  under  this  title  and  if  it  meets  the 
guidelines  and  standards  established  by  the 
Secretary  under  paragraph  (2). 

"(2)  The  Secretary  shall  develop  guide- 
lines and  standards  for  the  discharge  plan- 
ning process  in  order  to  ensure  a  timely  and 
smooth  transition  to  the  most  appropriate 
type  of  and  setting  for  post-hospital  or  re- 
habilitative care.  The  guidelines  and  stand- 
ards shall  include  the  following: 

"(A)  The  hospital  must  identify,  at  tm 
early  stage  of  hospitalization,  those  patients 
who  are  likely  to  suffer  adverse  health  con- 
sequences upon  discharge  in  the  absence  of 
adequate  discharge  planning. 

"(B)  The  hospital  must  provide  a  dis- 
charge   planning    evaluation    for    patients 
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identified  under  subparagraph  (A)  and  for 
other  patients  upon  the  request  of  the  pa- 
tient, patient's  representative,  or  patient's 
physician. 

•(C)  Any  discharge  planning  evaluation 
must  be  made  on  a  timely  basis  to  ensure 
that  appropriate  arrangements  for  post-hos- 
pital care  will  be  made  before  discharge  and 
to  avoid  unnecessary  delays  in  discharge. 

"(D)  A  discharge  planning  evaluation 
must  include  an  evaluation  of  a  patient's 
likely  need  for  appropriate  post-hospital 
services  and  the  availability  of  those  serv- 
ices. 

•■(E;)  The  results  of  a  discharge  planning 
evaluation  must  be  made  available  to  the 
patient  (or  the  patient's  representative)  and 
the  patient's  physician  for  use  in  establish- 
ing an  appropriate  discharge  plan. 

"(P)  Upon  the  request  of  a  patient's  physi- 
cian, the  hospital  must  arrange  for  the  de- 
velopment and  initial  implementation  of  a 
discharge  plan  for  the  patient. 

"(G)  Any  discharge  planning  evaluation 
er  discharge  plan  required  under  this  para- 
graph must  be  developed  by,  or  under  the 
supervision  of,  a  registered  professional 
nurse,  social  worker,  or  other  appropriately 
qualified  personnel.". 

(3)  The  second  sentence  of  section  1865(a) 
of  such  Act  (42  U.S.C.  1395bb(a))  is  amend- 
ed- 

(A)  by  inserting  "or,  (3>  requires  a  dis- 
charge planning  process  (or  imposes  an- 
other requirement  which  serves  substantial- 
ly the  same  purpose)."  after  "the  same  pur- 
pose" the  second  place  it  appears,  and 

(B)  by  striking  "or  1861(e)(8)"  and  insert- 
ing in  lieu  thereof  "1861(e)(8),  or  1861(ee)". 

(4)  The  requirements  of  section  1861(ee) 
of  the  Social  Security  Act  shall  become  ef- 
fective one  year  after  the  date  of  the  enact- 
ment of  this  Act. 

(c)  Establishment  of  Demonstration 
Project.— 

(1)(A)  The  Secretary  of  Health  and 
Human  Services  (in  this  subsection  referred 
to  as  the  "Secretary")  shall  develop  and 
carry  out  a  demonstration  project  to  deter- 
mine whether  prior  and  concurrent  authori- 
zation for  skilled  nursing  facility  services 
and  home  health  services,  when  used  in 
place  of  the  current  medicare  waiver  of  li- 
ability for  skilled  nursing  facilities  and 
home  health  agencies,  will  protect  benefici- 
aries against  liabilities  incurred  as  a  result 
of  claim  denials. 

(B)  The  Secretary  shall  monitor  the  ac- 
ceptance of  individuals  entitled  to  benefits 
under  title  XVIII  of  the  Social  Security  Act 
by  providers  to  ensure  that  the  placement 
of  such  individuals  is  not  delayed  until  the 
results  of  prior  and  concurrent  review  are 
known. 

(2)  The  demonstration  project  shall  be  ini- 
tiated not  later  than  January  1,  1987,  and 
shall  continue  for  not  more  than  two  years. 

(3)  The  Secretary  may  require  providers 
participating  in  the  demonstration  project 
to  submit  such  information  as  the  Secretary 
determines  necessary  to  evaluate  the 
project. 

(4)  Not  later  than  April  2,  1988.  the  Secre- 
tary shall  report  on  the  results  of  the  dem- 
onstration project  to  the  Committee  on 
Ways  and  Means  of  the  House  of  Represent- 
atives and  the  Committee  on  Finance  of  the 
Senate. 


PART  2— PROVISIONS  RELATINti  TO  PARTS 

A  AND  B  OF  MEDICARE 
SEC.  Sn.  MEDKAKi:  AS  SECONDARY  PAYER:  COV- 

era(;e  REdi  irements  for  certain 

OTHER  PAYERS 

(a)  Repeal.— Section  1862(b)  of  the  Social 
Security  Act  (42  U.S.C.  1395y(b))  is  re- 
pealed. 

(b)  Coverage  Requirements;  Medicare  as 
Second  Payer.— Title  XVIII  of  such  Act  is 
amended  by  adding  at  the  end  the  follow- 
ing: 

"MEDICARE  AS  SECONDARY  PAYER!  COVERAGE 
REQUIREMENTS  FOR  CERTAIN  OTHER  PAYERS 

"Sec  1890.  (a)(1)  A  workers'  compensation 
law  or  plan  of  the  United  States  or  of  a 
State,  an  automobile  or  liability  insurance 
policy  or  plan  (including  a  self -insured 
plan),  and  no  fault  insurance  may  not  take 
into  account  that  an  individual  is  eligible 
for  or  receives  benefits  under  this  title. 

•"(2)1  A)  A  group  health  plan  may  not  take 
into  account  that  an  individual  who  is  enti- 
tled to  benefits  under  this  title  solely  by 
reason  of  section  226A  is  eligible  for  or  re- 
ceives benefiU  under  this  title  during  the 
12-month  period  that  begins  with  the  earli- 
er of  (i)  the  month  in  which  a  regular 
course  of  renal  dialysis  is  initiated,  or  (ii)  in 
the  case  of  an  individual  who  receives  a 
kidney  transplant,  the  first  month  in  which 
he  would  be  eligible  for  benefits  under  this 
title  (if  he  had  filed  an  application  for  such 
benefits)  under  the  provisions  of  section 
226A(b)(l)(B). 

"(B)  A  group  health  plan  may  not  differ- 
entiate in  the  l>enefits  it  provides,  in  the 
premiums  it  charges,  or  in  any  other 
manner  between  individuals  who  have  end 
stage  renal  disease  and  other  individuals, 
except  that  the  plan  may  take  into  account 
entitlement  to  benefits  under  this  title  to 
the  extent  permitted  under  subparagraph 
(A). 

"(3)(A)  A  large  group  health  plan  may  not 
take  into  account  that  an  active  individual 
(other  than  an  individual  described  in  para- 
graph (2)(A))  is  eligible  for  or  receives  bene- 
fits under  this  title. 

"(B)  A  large  group  health  plan  may  not 
differentiate  on  the  basis  of  age  in  the  bene- 
fits it  provides,  in  the  premiums  it  charges, 
or  in  any  other  manner  between  active  indi- 
viduals who  have  attained  age  65  and  other 
active  individuals. 

"(4)  The  preceding  paragraphs  create  a 
private  cause  of  action  for  which  damages 
shall  be  doubled. 
"(5)  For  purposes  of  this  sutwection- 
"(A)  the  term  group  health  plan'  means  a 
plan  contributed  to  by  an  employer  or  em- 
ployee organization  (including  a  self-insured 
plan)  to  provide  health  care  (directly  or  oth- 
erwise) to  the  employees,  former  employees, 
the  employer,  others  associated  or  formerly 
associated  with  the  employer  in  a  business 
relationship,  or  their  families. 

"(B)  the  term  "large  group  health  plan' 
means  a  group  health  plan  that  covers  em- 
ployees of  at  least  one  employer  that  nor- 
mally employed  at  least  20  employees  on  a 
typical  business  day  during  the  previous  cal- 
endar year,  and 

"(C)  the  term  active  individual'  means  an 
employee  (as  defined  in  regulations),  a 
former  employee  under  age  65,  the  employ- 
er, an  individual  associated  with  the  em- 
ployer in  a  business  relationship,  an  individ- 
ual under  age  65  formerly  associated  with 
the  employer  in  a  business  relationship,  or  a 
member  of  the  family  of  any  of  those  per- 
sons. 

••(b)(1)  Payment  may  not  be  made  under 
this  title  with  respect  to  any  item  or  service 


to  the  extent  that  payment  has  been  made, 
or  can  reasonably  be  expected  to  be  made, 
with  respect  to  the  item  or  service  as  re- 
quired under  subsection  (a).  Any  payment 
under  this  title  with  respect  to  the  item  or 
service  shall  be  conditioned  on  reimburse- 
ment to  the  appropriate  Trust  Fund  estab- 
lished by  this  title.  In  order  to  recover  pay- 
ment made  under  this  title  for  the  item  or 
service,  the  United  States  may  bring  an 
action  against  any  entity  which  is  required 
under  subsection  (a)  to  pay  with  respect  to 
the  item  or  service  (and  may  collect  double 
damages  against  that  entity),  or  against  any 
other  entity  that  has  received  payment 
from  that  entity  with  respect  to  the  item  or 
service,  and  may  join  or  intervene  in  any 
action  related  to  the  events  that  gave  rise  to 
the  need  for  the  item  or  service.  The  United 
States  shall  be  .subrogated  (to  the  extent  of 
payment  made  under  this  title  for  an  item 
or  service)  to  any  right  under  subsection  (a) 
of  an  individual  or  any  other  entity  to  pay- 
ment with  respect  to  the  item  or  service. 
The  Secretary  may  waive  (in  whole  or  in 
part)  the  provisions  of  this  paragraph  in  the 
case  of  an  individual  claim  if  the  Secretary 
determines  that  the  waiver  is  in  the  best  in- 
terests of  the  program  established  under 
this  title. 

"(2)  If  payment  required  under  subsection 
(a)  is  less  than  the  amount  of  the  charge  for 
the  item  or  service  and  is  not  payment  in 
full,  payment  may  be  made  under  this  title 
(without  regard  to  deductibles  and  coinsur- 
ance under  this  title)  for  the  remainder  of 
the  charge,  but— 

•■(A)  payment  under  this  title  may  not 
exceed  an  amount  that  would  be  payable 
under  this  title  for  the  item  or  service  in  the 
absence  of  the  payment  required  under  sub- 
section (a),  and 

•(B)  payment  under  this  title,  when  com- 
bined wixh  the  amount  payable  under  sub- 
section (a),  may  not  exceed- 
ed) in  the  case  of  an  item  or  service  for 
which  payment  is  determined  under  this 
title  on  the  basis  of  reasonable  cost  (or 
other  cost-related  basis)  or  under  section 
1886,  the  amount  that  would  be  payable 
under  this  title  on  that  basis,  and 

••(ii)  in  the  case  of  an  item  or  service  for 
which  payment  is  determined  under  this 
title  on  another  basis,  the  greater  of  the 
amount  that  would  be  payable  under  sub- 
section (a)  (without  regard  to  deductibles 
and  coinsurance)  and  the  reasonable  charge 
or  other  amount  that  would  be  payable 
under  this  title  (without  regard  to  deducti- 
bles and  coinsurance  under  this  title). ". 
(c)  Special  Enrollment  Period.— 

(1)  Section  1837(i)(l)  of  such  Act  (42 
U.S.C.  1395p(i)(l))  is  amended— 

(A)  by  striking  subparagraph  (A), 

(B)  in  subparagraph  (B),  by  striking  "a 
group  health  plan  described  in  section 
1862(b)(3)(A)(iv)  by  reason  of  the  individ- 
ual's (or  the  individual's  spouse's)  current 
employment "  and  inserting  in  lieu  thereof 
•a  group  health  plan  as  an  active  individual 
(as  those  terms  are  defined  in  section 
1890(a)(5)) ",  and 

(C)  by  redesignating  subparagraphs  (B) 
and  (C)  as  subparagraphs  (A)  and  (B),  re- 
spectively. 

(2)  Section  1837(i)(2)  of  such  Act  (42 
U.S.C.  1395p(i)(2))  is  amended- 

(A)  by  striking  subparagraph  (A), 

(B)  in  subparagraph  (B)(il).  by  striking 
••(1)(B)"  and  inserting  in  lieu  thereof 
••(1)(A)". 

(C)  in  subparagraph  (C).  by  striking  "a 
group  health  plan  described  in  section 
1862(b)(3)(A)(iv)  by  reason  of  the  Individ- 
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ual"s  <or  the  individual's  spouse's)  current 
employment"  and  inserting  in  lieu  thereof 
"a  group  health  plan  as  an  active  individual 
(as  those  terms  are  defined  in  section 
1890(a)(5)) ".  and 

(D)  by  redesignating  subparagraphs  (B) 
through  (D)  as  subparagraphs  (A)  through 
(C).  respectively. 

(3)  Section  1837(i)(3)  of  such  Act  (42 
U.S.C.  1395p(i)(3))  is  amended  by  striking  -a 
group  health  plan  described  in  section 
1862(b)(3)(A)(iv)  by  reason  of  current  em- 
ployment' and  inserting  in  lieu  thereof  a 
group  health  plan  as  an  active  individual  (as 
those  terms  are  defined  in  section 
1890(a)(5))'. 

(4)  The  second  sentence  of  section  1839(b) 
of  such  Act  (42  U.S.C.  1395r(b))  is  amended 
by  striking  has  attained  the  age  of  65  and 
for  which  the  individual  can  demonstrate 
that  the  individual  was  enrolled  in  a  group 
health  plan  described  in  section 
1862(b)(3)(AKiv)  by  reason  of  the  individ- 
ual's (or  the  individual's  spouse's)  current 
employment"  and  inserting  in  lieu  thereof 
"can  demonstrate  that  the  individual  was 
enrolled  in  a  group  health  plan  as  an  active 
individual  (as  those  terms  are  defined  in  sec- 
tion 1890(a)(5)) ". 

(d)  Tax  Imposed  on  Nonconforming 
Plans.— 

(1)  Subtitle  D  of  the  Internal  Revenue 
Code  of  1954  (relating  to  miscellaneous 
excise  taxes)  is  amended  by  adding  at  the 
end  the  following  new  chapter: 

•CHAPTEK  47-(-ERT.AIN  GROl  P  HE.ALTH 
PLANS 
"Sec.  5000.  Certain  group  health  plans. 

"SEC.  30(H)  (  KRTAIN  (;K()l  P  HKALTH  PLANS 

"(a)  Imposition  of  Tax.— There  is  hereby 
imposed  on  any  employer  or  employee  orga- 
nization that  contributes  to  a  nonconform- 
ing group  health  plan  a  tax  equal  to  25  per- 
cent of  the  employer's  or  employee  organi- 
zations  expen.ses  incurred  during  the  calen- 
dar year  for  each  group  health  plan  to 
which  the  employer  or  employee  organiza- 
tion contributes. 

"(b)  Group  Health  Plan.— For  purposes 
of  this  section,  the  lerm  group  health  plan' 
means  a  plan  contributed  to  by  an  employer 
or  employee  organization  (including  a  self- 
insured  plan)  to  provide  health  care  (direct- 
ly or  otherwise)  to  the  employees,  former 
employees,  the  employer,  others  associated 
or  formerly  associated  with  the  employer  in 
a  business  relationship,  or  their  families. 

"(C)        NONCONFOilMING        GROUP        HEALTH 

PLAN.-For  purposes  of  this  section,  the 
term  nonconforming  group  health  plan' 
means  a  group  health  plan  that  at  any  time 
during  a  calendar  year  does  not  comply  with 
the  requirements  of  section  1890(a)(2)  of 
the  Social  Security  Act.  as  in  effect  on  the 
date  of  the  enactment  of  this  subsection,  or 
if  a  large  group  health  plan  (as  defined  in 
section  1890(a)(5)(B)  of  such  Act),  with  the 
requirements  of  section  1890(a)(3)  of  such 
Act. 

"(d)  Government  Entities.— For  purposes 
of  this  section,  the  term  employer'  does  not 
include  a  Federal  or  other  governmental 
entity. ". 

(2)  The  table  of  chapters  of  subtitle  D  of 
such  Code  is  amended  by  adding  at  the  end 
thereof  the  following: 

••Chapteh  47.  Certain  group  health  plans. ". 

(e)  Medicaid  Payments.— Section  1903  of 
the  Social  Security  Act  (42  U.S.C.  1396b)  is 
amended  by  adding  at  the  end  the  follow- 
ing: 

"(v)  The  Secretary  shall  reduce  the 
amount    payable   under   this  section   to   a 
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state  for  a  quarter  by  25  percent  of  the 
amount  of  the  expenses  incurred  by  the 
State  (or  by  a  State  or  local  governmental 
entity)  during  that  quarter  for  each  group 
health  plan  (as  defined  in  section 
1890(a)(5)(A))  to  which  the  State  (or  a  State 
or  local  governmental  entity)  contributes  if 
any  such  plan  at  any  time  during  that  quar- 
ter does  not  comply  with  the  requirements 
of  section  1890(a)(2).  or.  if  a  large  group 
health  plan  (as  defined  in  section 
1890(a)(5)),  with  the  requirements  of  sec- 
tion 1890(a)(3).". 

(f)  Repeal.— 

(1)  Section  4(g)  of  the  Age  Discrimination 
in  Employment  Act  of  1967  (29  U.S.C. 
623(g))  (relating  to  entitlement  to  coverage 
under  the  group  health  plan)  is  repealed. 

(2)  Section  12(a)  of  such  Act  (29  U.S.C. 
631(a))  is  amended  by  striking  "(except  the 
provisions  of  section  4(g))". 

(g)  Effective  Dates.— 

( 1 )  The  amendments  made  by  subsections 
'a),  (b).  and  (d)  through  (f)  shall  apply  to 
items  and  services  furnished  in  calendar 
quarters  beginning  on  or  after  October  1, 
1986. 

(2)  The  amendments  made  by  subsection 
(c)  shall  apply  to  enrollments  occurring  on 
or  after,  and  premiums  for  months  begin- 
ning on  or  after.  October  1,  1986. 

SEC.  612.  PAYMENT  OF  MEDU  ARE  CLAIMS. 

(a)  Payments  Under  Part  A.— Section 
1816(c)  of  the  Social  Security  Act  (42  U.S.C. 
1395h(c>)  is  amended— 

(1)  by  inserting  "(1)"  after  "(cV".  and 

(2)  by  adding  at  the  end  the  following  new 
paragraph: 

"(2)(A)  Each  agreement  under  this  section 
shall  provide  that  payment  shall  be  issued, 
mailed,  or  otherwise  transmitted  with  re- 
spect to  not  less  than  95  percent  of  all 
claims  submitted  under  this  pan— 

<i)  which  are  clean  claims,  and 

■fii)  for  which  payment  is  not  made  on  a 
periodic  interim  payment  basis, 
within  the  applicable  number  of  calendar 
days  after  the  date  on  which  the  claim  is  re- 
ceived. 

"(B)  In  this  paragraph— 

■li)  the  term  clean  claim'  means  a  claim 
which  meets  the  requirements  of  section 
1814(a)(1)  and  any  other  requirements  of 
this  title  for  payment  under  this  pan.  and 

"(ii)  the  term  applicable  number  of  calen- 
dar days"  means— 

"(I)  with  respect  to  claims  received  in  the 
12-month  period  beginning  October  1,  1986, 
27  calendar  days, 

■■(II)  with  respect  to  claims  received  in  the 
12-month  period  beginning  October  1,  1987. 
26  calendar  days, 

"(III)  with  respect  to  claims  received  in 
the  12-month  period  beginning  October  1, 

1988,  25  calendar  days,  and 

"(IV)  with  respect  to  claims  received  in 
the  12-month  period  beginning  October  1, 

1989,  and  claims  received  in  any  succeeding 
12-month  period,  24  calendar  days. ". 

(b)  Payments  Under  Part  B.— Section 
1842(c)  of  the  Social  Security  Act  (42  U.S.C. 
1395u(c))  is  amended— 

(1)  by  inserting  "(1)"'  after  "(c)".  and 

(2)  by  adding  at  the  end  the  following  new 
paragraph: 

""(2)(A)  Each  contract  under  this  section 
which  provides  for  the  disbursement  of 
funds,  as  described  in  subsection  (a)(1)(B), 
shall  provide  that  payment  shall  be  issued, 
mailed,  or  otherwise  transmitted  with  re- 
spect to  not  less  than  95  percent  of  all 
claims  submitted  under  this  part— 

"•(i)  which  are  clean  claims,  and 


"(ii)  for  which  payment  is  not  made  on  a 
periodic  interim  payment  basis, 
within  the  applicable  number  of  calendar 
-days  after  the  date  on  which  the  claim  is  re- 
ceived. 

"'(B)  In  this  paragraph- 

"(i)  the  term  clean  claim'  means  a  claim 
which  meets  the  requirements  of  section 
1814(a)(1)  and  any  other  requirements  of 
this  title  for  payment  under  this  part,  and 

"(ii)  the  term  "applicable  number  of  calen- 
dar days'  means— 

(I)  with  respect  to  claims  received  in  the 
12-month  period  beginning  October  1.  1986. 
27  calendar  days, 

"(II)  with  respect  to  claims  received  in  the 
12-month  period  beginning  October  1,  1987, 
26  calendar  days. 

"(Ill)  with  respect  to  claims  received  in 
the  12-month  period  beginning  October  1, 

1988.  25  calendar  days,  and 

"(I'V)  with  respect  to  claims  received  in 
the  12-month  period  beginning  October  1. 

1989.  and  claims  received  in  any  succeeding 
12-month  period.  24  calendar  days."'. 

(c)  Periodic  Interim  Payments:  Payment 

OF  INTERE.ST.— 

(1)  Section  1815  of  the  Social  Security  Act 
(42  U.S.C.  1395g)  is  amended  by  adding  at 
the  end  the  following  new  subjection: 

""(e)(1)  If  for  three  consecutive  calendar 
months,  an  agency  or  organization  with  an 
agreement  with  the  Secretary  under  section 
1816  meets  the  requirements  of  subsection 
(c)(2)  of  such  section,  the  Secretary  shall 
discontinue  periodic  interim  payments 
(under  42  CPR  405.454(j))  with  respect  to 
all  providers  of  services  (other  ihan  provid- 
ers of  the  type  described  in  paragraph  (3)) 
paid  through  the  agency  or  organization 
until  such  time  as  the  agency  or  organiza- 
tion fails  to  meet  such  requirements  for 
three  consecutive  calendar  months. 

"(2)  If  for  three  consecutive  calendar 
months,  an  agency  or  organization  with  an 
agreement  with  the  Secretary  under  .section 
1816  fails  to  meet  the  requirements  of  sub- 
section (c)(2)  of  such  section,  the  Secretary 
shall  provide  for  periodic  interim  payments 
'\'ith  respect  to  all  subsection  (d)  hospitals 
(a.<;  defined  in  section  1886(d)(1)(B))  that  re- 
quest such  payments  and  that  are  paid 
through  the  agency  or  organization  until 
such  time  as  the  agency  or  organization 
meets  such  requirements  for  three  consecu- 
tive calendar  months. 

"(3)  Notwithstanding  paragraphs  (1)  and 
(2),  the  Secretary  shall  not  discontinue  peri- 
odic interim  payments  (under  42  C.F.R. 
405.454(j))  with  respect  to  inpatient  hospital 
services  of  a  hospital  that  is  not  a  subsec- 
tion (d)  hospital  (as  defined  in  section 
1886(d)(1)(B)),  skilled  nursing  facility  serv- 
ices, or  home  health  services  if  the  provider 
of  such  services  elects  to  receive,  and  quali- 
fies for.  such  payments.". 

(2)  Section  1842(c)  of  such  Act.  as  amend- 
ed by  subsection  (b),  is  further  amended  by 
adding  at  the  end  the  following  new  para- 
graph: 

"(3)  If  payment  is  not  issued,  mailed,  or 
otherwise  transmitted  within  the  applicable 
number  of  calendar  days  (as  defined  in 
clause  (ii)  of  paragraph  (2)(B))  after  a  clean 
claim  (as  defined  in  clause  (i)  of  such  para- 
graph) is  received,  interest  shall  be  paid  at 
the  rate  used  for  purposes  of  section  3902(a) 
of  title  31.  United  States  Code  (relating  to 
interest  penalities  for  failure  to  make 
prompt  payments)  for  the  period  beginning 
on  the  day  after  the  required  payment  date 
and  ending  on  the  date  on  which  payment  is 
made.". 
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(3)  Section  1816(c)  of  such  Act,  as  amend- 
ed by  subsection  (a),  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(3)  If  payment  is  not  issued,  mailed,  or 
otherwise  transmitted  within  the  applicable 
number  of  calendar  days  (as  defined  in 
clause  (ii)  of  paragraph  (2)(B))  after  a  clean 
claim  (as  defined  in  clause  (i)  of  such  para- 
graph) is  received  from  a  provider  of  skilled 
nursing  facility  services,  home  health  serv- 
ices, or  hospice  services  that  is  not  receiving 
periodic  interim  payments  with  respect  to 
such  services,  interest  shall  be  paid  at  the 
rate  used  for  purposes  of  section  3902(a)  of 
title  31,  United  States  Code  (relating  to  in- 
terest penalities  for  failure  to  make  prompt 
payments)  for  the  period  l)eginning  on  the 
day  after  the  required  payment  date  and 
ending  on  the  date  on  which  payment  is 
made.". 

(d)  Effective  Date.— 

(1)  Except  as  provided  in  paragraph  (2), 
the  amendments  made  by  this  section  shall 
apply  to  claims  received  on  or  after  October 
1,  1986. 

(2)  The  amendments  made  by  paragraphs 
(2)  and  (3)  of  subsection  (c)  shall  apply  to 
claims  received  on  or  after  April  1,  1987. 

(3)  The  Secretary  of  Health  and  Human 
Services  shall  provide  for  such  timely 
amendments  to  agreements  under  section 
1816  of  the  Social  Security  Act  and  con- 
tracts under  section  1842  of  such  Act,  and 
regulations,  to  such  extent  as  may  be  neces- 
sary to  implement  the  provisions  of  this  Act 
on  a  timely  basis. 

SEC.  613.  PAYMENTS  FOR  HOME  HEALTH  SERVICES. 

(a)  Limitations  on  Payment  for  Home 
Health  Services.— Section  1861(u)(l)(L)  of 
the  Social  Security  Act  (42  U.S.C. 
1395x(u)(l)(L))  is  amended— 

(1)  by  inserting  "(i)"  after  "(L)",  and 

(2)  by  striking  "the  75th  percentile'^and 
all  that  follows  through  "as  the  SecreUry 
may  determine."  and  inserting  in  lieu  there- 
of "for  cost  reporting  periods  beginning  on 
or  after— 

"(I)  July  1,  1985,  and  before  July  1,  1986, 
120  percent, 

"(ID  July  1,  1986,  and  before  July  1,  1987, 
115  percent,  or 

"(III)  July  1,  1987,  112  percent, 
of  the  mean  of  the  labor-related  and  nonla- 
bor  per  visit  costs  for  free  standing  home 
health  agencies. 

"(ii)  Effective  for  cost  reporting  periods 
beginning  on  or  after  October  1,  1986,  such 
limitations  shall  be  applied  on  an  aggregate 
basis  for  the  agency,  rather  than  on  a  disci- 
pline specific  basis,  with  appropriate  adjust- 
ment for  administrative  and  general  costs  of 
hospital-based  agencies.". 

(b)  GAO  Report.— The  Comptroller  Gen- 
eral shall  study  and  report  to  Congress,  not 
later  than  September  1.  1987.  on  the  appro- 
priateness of  applying  the  per  visit  cost 
limits  for  home  health  services  under  the 
medicare  program  on  a  discipline-specific 
basis,  rather  than  on  an  aggregate  basis  for 
all  home  health  services  furnished  by  an 
agency. 

SEC.  614.  MODIFICATION  OF  WAIVER  OF  LIABILITY 
AND  APPEAL  PROVISIONS  RELATING 
TO  HOME  HEALTH  SERVICES. 

(a)  Waiver  of  Liability.— 
(1)  Section  1879  of  the  Social  Security  Act 
(42  U.S.C.  1395pp)  is  amended— 

(A)  in  subsection  (a)(1).  by  inserting  "or 
by  reason  of  a  coverage  denial  described  in 
subsection  (f)"  after  "section  1862(a)  (1)  or 
(9)"; 

(B)  in  the  first  sentence  of  subsection  (a), 
by  inserting  "and  as  though  the  coverage 


denial  described  in  subsection  (f)  had  not 
occurred"  before  the  period  at  the  end: 

(C)  in  the  third  sentence,  by  inserting  or 
by  reason  of  a  coverage  denial  described  in 
subsection  (f)"  after  "section  1862(a)  (1)  or 
(9)": 

(D)  in  subsection  (c).  by  inserting  "or  by 
reason  of  a  coverage  denial  described  in  sub- 
section (f)"  after  "section  1862  (a)(1)  or 
(a)(9)":  and 

(E)  by  adding  at  the  end  the  following 
new  subsection: 

"(f)  The  coverage  denial  described  in  this 
subsection  is,  with  respect  to  the  provision 
of  home  health  services  to  an  individual,  a 
failure  to  meet  the  requirements  of  section 
1814(a)(2)(C)  or  1835(a)(2)(A)  in  that  the  in- 
dividual— 

"(1)  is  not  or  was  not  confineci  to  his 
home,  or 

"(2)  does  not  or  did  not  need  skilled  nurs- 
ing care  on  an  intermittent  basis.". 

(2)  Not  later  than  July  1,  1987,  the  Secre- 
tary of  Health  and  Human  Services  shall 
publish  in  the  Federal  Register  final  regula- 
tions specifying  the  criteria  in  effect  on  Jan- 
uary 1,  1986,  that  were  used  in  determining 
under  sections  1814(aK2)(C)  and 
1835(a)(2)(A)  of  the  Social  Security  Act 
whether  an  individual— 

(A)  is  or  was  confined  to  his  home,  and 

(B)  does  or  did  need  skilled  nursing  care 
on  an  intermittent  basis. 

(b)  Permitting  Review  of  Technical  De- 
nials.—Section  1869  of  such  Act  (42  U.S.C. 
1395ff )  is  amended— 

(1)  in  subsection  (a),  by  inserting  ",  the 
amount  of  benefits  with  respect  to  home 
health  services  under  part  B,  and  any  other 
determination  with  respect  to  a  claim  for 
benefits  under  part  A"  after  "part  A,",  and 

(2)  in  subsection  (b)(1)— 

(A)  by  inserting  ",  or"  at  the  end  of  sub- 
paragraph (C),  and 

(B)  by  inserting  after  subparagraph  (C) 
the  following  new  subparagraph: 

"(D)  any  other  denial  (other  than  under 
part  B  of  title  XI)  of  a  claim  for  benefits 
under  part  A  or  a  claim  for  l>enefits  with  re- 
spect to  home  health  services  under  part 
B.". 

(c)  Effective  Date.— The  amendments 
made  by  subsections  (a)  and  (b)  shall  apply 
to  coverage  denials  occurring  on  or  after 
July  1,  1987. 

SEC.  615.  PROVIDER  REPRESENTATION  OF  BENEFI- 
CIARIES ON  APPEALS. 

(a)  Permitting  Provider  Representation 
OF  Beneficiaries.— Section  1869(b)(1)  of  the 
Social  Security  Act  (42  U.S.C.  1395ff(b)(l)) 
is  amended  by  adding  at  the  end  the  follow- 
ing new  sentence:  "Sections  206(a),  1102, 
and  1871  shall  not  be  construed  as  authoriz- 
ing the  Secretary  to  prohibit  an  individual 
from  being  represented  under  this  subsec- 
tion by  a  person  that  furnishes  or  supplies 
the  individual,  directly  or  indirectly,  with 
services  or  items  solely  on  the  basis  that  the 
person  furnishes  or  supplies  the  individual 
with  such  a  service  or  item.  No  person  that 
furnishes  services  or  items  to  an  individual 
and  represen.ts  the  individual  under  this 
subsection  may  impose  any  financial  liabil- 
ity on  such  individual  in  connection  with 
such  representation.". 

(b)  Treatment  of  Costs  of  Unsuccessful 
Appeal.— Section  1861(v)(l)  of  such  Act  (42 
U.S.C.  1395x(v)(l)).  as  amended  by  section 
602  of  this  Act.  is  further  amended  by 
adding  at  the  end  the  following  new  sub- 
paragraph: 

"(S)  In  determining  such  reasonable  cost, 
costs  incurred  by  a  provider  of  services  rep- 
resenting a  beneficiary  in  an  unsuccessful 


appeal  of  a  determination  described  in  sec- 
tion 1869(b)  shall  not  be  allowable  as  rea^ 
sonable  costs.". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  take  effect  on  the  date 
of  the  enactment  of  this  Act. 

SEC.  616.  ESTABLISHMENT  OF  PATIENT  OITCOME 
ASSESSMENT  PROJECT. 

(a)  In  General.— Section  1875  of  the 
Social  Security  Act  (42  U.S.C.  139511)  is 
amended  by  adding  at  the  end  the  following 
new  subsection: 

■•(c)(1)  The  Secretary,  through  the  Assist- 
ant Secretary  for  Planning  and  Evaluation, 
shall  establish  a  patient  outcome  assess- 
ment project  (in  this  subsection  referred  to 
as  the  'project')  to  promote  research  with 
respect  to  patient  outcomes  of  selected  med- 
ical treatments  and  surgical  procedures  for 
the  purpose  of  assessing  their  appropriate- 
ness, necessity,  and  effectiveness.  The 
project  shall  include— 

"(A)  reorganization  of  data  relating  to 
claims  under  parts  A  and  B  of  this  title  in  a 
manner  that  facilitates  research  with  re- 
spect to  patient  outcomes. 

"(B)  assessments  of  the  appropriateness 
of  admissions  and  discharges, 

"(C)  assessments  of  the  extent  of  profes- 
sional uncertainty  regarding  efficacy. 

"(D)  development  of  improved  methods 
for  measuring  quality-of-life  patient  out- 
comes. 

"(E)  model  evaluations  of  patient  out- 
comes, and 

"(F)  evaluation  of  the  effects  on  physi- 
cians' practice  patterns  of  the  dissemination 
to  physicians  and  peer  review  organizations 
with  contracts  under  part  B  of  title  XI  of 
the  findings  of  the  research  conducted 
under  subparagraphs  (B).  (C).  (D).  and  (E). 
"(2)  In  selecting  treatments  and  proce- 
dures to  be  studied,  the  Secretary  shall  give 
priority  to  those  medical  and  surgical  treat- 
ments and  procedures- 

"(A)  for  which  data  indicate  a  highly  (or 
potentially  highly)  variable  pattern  of  utili- 
zation among  beneficiaries  under  this  title 
in  different  geographic  areas,  and 

"(B)  which  are  significant  (or  potentially 
significant)  for  purposes  of  this  title  in 
terms  of  utilization  by  beneficiaries,  length 
of  hospitalization  associated  with  the  treat- 
ment or  procedure,  costs  to  the  program, 
and  risk  involved  to  the  beneficiary. 

"(3)  For  purposes  of  carrying  out  the 
project,  there  shall  be  available  from  the 
Federal  Hospital  Insurance  Trust  Fund  and 
the  Federal  Supplementary  Medical  Insur- 
ance Trust  Fund— 

"(A)  $6,000,000  for  fiscal  year  1987. 
"(B)  $5,500,000  for  fiscal  year  1988.  and 
"(C)  $3,500,000  for  fiscal  year  1989. 
One-half  of  the  amount  specified  in  sub- 
paragraph (A).  (B).  or  (C)  for  a  fiscal  year 
shall   be  available   from  each  such   Trust 
Fund. 

"(4)  Not  less  than  90  percent  of  the 
amount  appropriated  for  any  fiscal  year  to 
carry  out  the  project  shall  be  used  to  fund 
grants  to.  and  cooperative  agreements  with. 
non-Federal  entities  to  conduct  the  activi- 
ties described  in  paragraph  ( 1 ).  The  remain- 
der may  be  used  by  the  Secretary  to  provide 
for  such  acti%'lties  by  Federal  entities  and 
for  administrative  costs. 

"(5)  The  project  shall  be  administered  by 
the  National  Center  for  Health  Services  Re- 
search and  Health  Care  Technology  estab- 
lished under  section  305  of  the  Public 
Health  Service  Act  (in  this  subsection  re- 
ferred to  as  the  Center).  The  Center  shall 
establish  application  procedures  for  grants 
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and  cooperative  agreements,  and  shall  es- 
tablish peer  review  panels  to  review  all  such 
applications  and  all  research  findings.  The 
Center  shall  consult  with  the  council  on 
health  care  technology  (established  under  a 
grant  under  section  309  of  the  Public 
Health  Service  Act)  in  establishing  the 
scope  and  priorities  for  the  project  and  shall 
report  periodically  to  such  council  on  the 
status  of  the  activities  conducted  under  the 
project. 

"(6)  The  Secretary  shall  make  available 
data  derived  from  the  programs  under  this 
title  and  other  programs  administered  by 
the  Secretary  for  use  in  the  project. 

■•(7)  The  Center  shall  report  to  the  Con- 
gress not  later  than  18  months  after  the 
date  of  the  enactment  of  this  Act.  and  annu- 
ally thereafter,  with  respect  to  the  findings 
under  the  project.  In  cooperation  with  ap- 
propriate medical  specialty  groups,  the 
Center  shall  disseminate  such  findings  as 
wide  y  as  possible,  including  disseminating 
such  findings  to  each  peer  review  organiza- 
tion which  has  a  contract  under  part  B  of 
title  XI.  ■. 

(b)  Permitting  Services  To  Be  Provided 
Under  Research  Program.— Section 
1862(a)(1)  of  such  Act  (42  U.S.C. 
1395y(a)(l))  is  amended— 

(1)  by  striking  and"  at  the  end  of  sub- 
paragraph (C), 

(2)  by  striking  the  semicolon  at  the  end  of 
subparagraph  (D)  and  inserting  ',  and",  and 

(3)  by  adding  at  the  end  the  following  new 
subparagraph; 

•(E)  in  the  case  of  research  conducted 
pursuant  to  section   1875(c).  which  is  not 
reasonable  and  necessary  to  carry  out  the 
purposes  of  that  section: '. 
P.ART  ,■?— PROVISIONS  RKI,.\TIN(;  TO  P.ART  B 

OF  MEDK  ARE 
SEC.  621.  PAVMKNTS  FOR  PHYSICl.ANS'  .SERVR  E.S. 

(a)  Procedures  for  Establishment  of  Spe- 
cial Limits  on  Reasonable  Charges.— 

(1)  Section  1842(b)(8)  of  the  Social  Securi- 
ty Act  (42  U.S.C.  1395u(b)(8))  is  amended- 

(A)  by  redesignating  subparagraphs  (A) 
and  (B)  as  clauses  (i)  and  (ii).  respectively; 

(B)  by  inserting  "(A)"  after    (8)";  and 

(C)  by  adding  at  the  end  the  following 
new  subparagraph: 

•(B)(i)  The  factors  described  pursuant  to 
subparagraph  (A)(i)  with  respect  to  pay- 
ment for  physicians'  services  shall  include, 
but  shall  not  be  limited  to,  the  following: 

iI)  prevailing  charges  for  a  service  in  a 
particular  locality  are  significantly  in  excess 
of  or  below  prevailing  charges  in  other  com- 
parable localities; 

•(II)  the  programs  established  under  this 
title  and  title  XIX  are  the  sole  or  primary 
sources  of  payment  for  a  service: 

•■(III)  the  marketplace  for  a  service  is  not 
truly  competitive  because  of  a  limited 
number  of  physicians  who  perform  that 
service; 

•■(IV)  there  have  been  increases  in  charges 
for  a  service  that  cannot  be  explained  by  in- 
flation or  technology; 

••(V)  the  charges  do  not  reflect  changing 
technology,  increased  facility  with  that 
technology,  or  reductions  in  acquisition  or 
production  costs:  or 

•  (VI)  the  prevailing  charges  for  a  service 
under  this  part  are  substantially  higher 
than  the  payments  made  for  the  service  by 
other  purchasers  in  the  same  locality. 

•■(ii)  The  factors  considered  under  sub- 
paragraph (AXii)  shall  take  into  account  re- 
gional differences  in  fees,  unless  there  is 
substantial  economic  justification  for  a  uni- 
form fee  or  a  uniform  payment  limit.  Such 
substantial  economic  justification  must  be 


explained  by  the  Secretary  in  the  notice  and 
final  determination  required  by  paragraph 
(9).'. 

(2)  Section  1842(b)  of  the  Social  Security 
Act  (42  U.S.C.  1395u(b))  is  amended  by  re- 
designating paragraph  (9)  as  paragraph  (10) 
and  inserting  after  paragraph  (8)  the  follow- 
ing new  paragraph: 

•■(9)(A)  In  the  case  of  any  physicians'  serv- 
ice with  respect  to  which  the  Secretary— 

"(i)  determines  that  the  application  of 
this  subsection  results  in  the  determination 
of  a  reasonable  charge  that,  by  reason  of  its 
grossly  excessive  or  grossly  deficient 
amount,  is  not  inherently  reasonable,  and 

•■(ii)   proposes   to  establish   a  reasonable 
charge  that  is  realistic  and  equitable  or  a 
methodology  for  arriving  at  such  a  charge, 
the  Secretary  shall  publish  notice  of  such 
proposal  in  the  Federal  Register. 

••(B)  A  notice  required  by  subparagraph 
(A)shall- 

■•(i)  specify  the  charge  or  method<)logy 
proposed  to  be  established  with  respect  to  a 
service  and  shall  explain  the  factors  and 
data  that  the  Secretary  took  into  account  in 
determining  the  charge  or  methodology  so 
specified,  and 

■•(ii)  evaluate  the  impact  of  the  charge  or 
methodology  proposed  to  be  established 
with  respect  to  the  service  on  accessibility 
of  the  service  to  individuals  entitled  to  bene- 
fits under  this  part  and  on  the  amounts 
payable  by  such  individuals  with  respect  to 
such  service. 

••(C)  After  publication  of  the  notice  re- 
quired by  subparagraph  (A),  the  Secretary 
shall  allow  not  less  than  60  days  for  public 
comment  on  the  proposal. 

■■(D)  In  addition  to  carrying  out  its  func- 
tions under  section  1845.  the  Physician  Pay- 
ment Review  Commission  (hereafter  in  this 
paragraph  referred  to  as  the  Commission') 
shall  comment  on  any  such  proposal  within 
the  period  of  comment  allowed  b\  he  Sec- 
retary pursuant  to  subparagraph  (CL 

■■(E)(i)  Taking  into  consideration  the  com- 
ments macie  by  the  Commission  and  i!ie 
public,  the  Secretary  shall  publish  in  the 
Federal  Register  a  final  determination  with 
respect  to  the  reasonable  charge  or  method- 
ology to  be  established  with  respect  to  the 
service. 

(ii)  A  final  determination  published  pur- 
suant to  clause  (i)  shall  explain  the  factors 
and  data  that  the  Secretary  took  into  con- 
sideration in  making  the  final  determina- 
tion, and  shall  include  and  respond  to  the 
comments  made  by  the  Commission  pursu- 
ant to  subparagraph  (D).  ". 

(3)  Not  later  than  October  1.  1987.  the 
Secretary  of  Health  and  Human  Services  (in 
this  paragraph  referred  to  as  the  ■Secre- 
tary'^)  shall  review  the  inherent  reasonable- 
ness of  the  reasonable  charges  for  each  of 
the  ten  most  costly  procedures  with  respect 
to  which  payment  is  made  under  part  B  of 
title  XVIII  of  the  Social  Security  Act  (deter- 
mined on  the  basis  of  the  aggregate  annual 
payments  under  such  part  with  respect  to 
each  such  procedure).  The  Secretary  may 
review  procedures  in  addition  to  the  proce- 
dures with  respect  to  which  review  is  re- 
quired under  this  paragraph. 

(4)  The  amendments  made  by  paragraphs 
(1)  and  (2)  shall  apply  to  regulations  pro- 
mulgated as  final  regulations  after  July  1. 
1986. 

(b)  Development  and  Use  of  HCPA 
Common  Procedure  Coding  System.— 

(1)  Not  later  than  July  1,  1987,  the  Secre- 
tary of  Health  and  Human  Services  (hereaf- 
ter in  this  subsection  referred  to  as  the 
•Secretary  ")  shall  consolidate  the  payment 


methodology  under  the  HCFA  Common 
Procedure  Coding  System  to  ensure  that 
such  methodology  minimizes  the  possibility 
of  overstating  the  intensity  or  volume  of 
services  provided. 

(2)  Not  later  than  July  1,  1987.  each  carri- 
er with  which  the  Secretary  has  entered 
into  a  contract  under  section  1842  of  the 
Social  Security  Act,  and  each  fiscal  interme- 
diary which  processes  claims  under  part  B 
of  title  XVIII  of  such  Act.  shall  require  hos- 
pital providers  of  outpatient  hospital  serv- 
ices to  report  services  and  claims  using  the 
HCFA  Common  Procedure  Coding  System 
for  purposes  of  such  part. 

(3)  Not  later  than  January  1,  1988.  each 
carrier  with  which  the  Secretary  has  en- 
tered into  a  contract  under  section  1842  of 
the  Social  Security  Act.  and  each  fiscal  in- 
termediary which  processes  claims  under 
part  B  of  title  XVIII  of  such  Act,  shall 
report  services  and  claims  using  the  pay- 
ment methodology  based  on  the  HCFA 
Common  Procedure  Coding  System  (as  re- 
vised by  the  Secretary  in  accordance  with 
paragraph  ( 1 ))  for  purposes  of  such  part. 

(c)  Recommendations.— 

(1)  Section  1845(e)  of  the  Social  Security 
Act  is  amended  by  adding  at  the  end  thereof 
the  following  new  paragraph: 

••(4)(A)  In  making  recommendations  with 
respect  to  the  application  of  the  relative 
value  scale  for  purposes  of  establishing  a  fee 
schedule,  the  Secretary  shall— 

■•(i)  develop  and  assess  an  appropriate 
index  to  be  used  for  making  adjustments  to 
reflect  justifiable  differences  in  the  costs  of 
practice  based  upon  geographic  location 
without  exacerbating  the  geographic  mal- 
distribution of  physicians,  and 

••(ii)  assess  the  advisability  and  feasibility 
of  developing  an  appropriate  adjustment  to 
assist  in  attracting  and  retaining  physicians 
in  medically  underserved  areas. 

■(B)  In  carrying  out  the  requirements  of 
subparagraph  (A),  the  Secretary  shall  take 
into  consideration  the  recommendations 
made  by  the  Physician  Payment  Review- 
Commission. 

■(C)(i)  The  Secretary  shall  develop  an  in- 
terim index  under  subparagraph  (A)(i)  prior 
to  July  1.  1987.  based  upon  the  most  accu- 
rate and  recent  data  that  are  available  with 
respect  to  the  costs  of  practice. 

■■(ii)  The  Secretary  shall  collect  data  with 
respect  to  the  costs  of  practice  (including, 
but  not  limited  to.  data  on  nonphysician 
personnel  costs,  malpractice  insurance  costs, 
and  commercial  rents)  for  the  purpose  of  re- 
fining the  index  under  subparagraph  (A)(i) 
prior  to  December  31,  1989,  and  periodically 
updating  the  index  thereafter. 

•■(D)  In  conjunction  with  developing  an 
index  under  subparagraph  (A),  the  Secre- 
tary shall  conduct  a  study  of  the  advisabil- 
ity of  redefining  the  localities  designated  by 
carriers  for  payment  purposes.". 

(2)  Section  1845(b)(3)  of  such  Act  is 
amended  by  inserting  ■■and  respecting  the 
index  and  the  adjustment  described  in  sub- 
section (e)(4)(A)"  after  "subsection  (e)". 

(3)  Section  1845(e)(3)  of  such  Act  is 
amended— 

(A)  by  striking  "July  1.  1987"  and  insert- 
ing in  lieu  thereof  'July  1,  1989",  and 

(B)  by  striking  "on  or  after  January  1, 
1988^'  and  inserting  in  lieu  thereof  "after 
December  31,  1989  ". 

SEC.  622.  MEDICARE  ECONOMIC  INDEX  FOR  PHYSI- 
CIANS' SERVICES. 

(a)  Implementation  of  Certain  Adjost- 
ments.— The  adjustment  to  the  medicare 
economic  index  for  physicians'  services  pro- 


posed by  th 
Human  Servi( 
as  the  "Secret 
substitution 
rental  substit 
component  of 
periods  prior 
made  in  two 
adjustment  t 
become  effect 
half  of  such 
index  to  becoi 

(b)  NOTIFICi 

tary  shall  pt 
change  in  th 
ments  of  the 
physicians'  st 
and  shall  all 
public  comm 
into  consider 
the  public,  t 
the  Federal  1 
with  respect  t 

(c)  Definit 
tion,  the  tern 
physicians'  s( 
by  the  Secret 
sentence  of  s 
Security  Act  i 

SE(  .  623.  END  SI 

(a)  Month 
Physicians' 
ICES.— Not  la 
Secretary  of 
shall  implem( 
capitation  pa 
tient  maintei 
methodology 
set  forth  in 
Fed.  Reg.  242 

(b)  Prospec 

CILITIE5  AND  1 

(1)  The  S( 
period  beginr 
proposed  not 
Reg.  17537-1' 
eluding)  Sept 
spective  ^Syr 
sis  services 
1881(b)(7i  ol 
U.S.C.  1395r 
were  in  efft 
period. 

(2)(A)  Eff« 
services  proi 
1986,  and  bel 
tary  shall  re 
spective  pay 
section  1881( 
effect  during 
graph  ( 1 ). 

(B)  The  Se 
the  payment 
of  such  Act 
which  the  pa 
are  reduced 
graph  (A). 

(3)TheCoi 

(A)  condu( 
ness  of— 

(i)  the  pros 
during  the  pi 
and 

(ii)  the  ra 
ferred  to  in 
quent  revisio 

(B)  submit 
results  of  th 
ber  30,  1987. 

SEC.  624.  PAY» 

(a)  Amoun' 

(DC A)  Sect 

curity  Act  (4 

to  read  as  fo 


UMI 


September  19,  1986 


CONGRESSIONAL  RECORD— SENATE 


24927 


'A  Common 
ensure  that 
le  possibility 
r  volume  of 

7,  each  carri- 
has  entered 
1842  of  the 
seal  interme- 
nder  part  B 
require  hos- 
ospital  serv- 
ns  using  the 
ding  System 

.  1988.  each 
ary  has  en- 
tion  1842  of 
ich  fiscal  in- 
laims  under 
ri  Act,  shall 
ng  the  pay- 
the  HCFA 
stem  (as  re- 
Tdance  with 
uch  part. 

:ial  Security 
end  thereof 

dations  with 
the  relative 
ilishing  a  fee 

appropriate 
justments  to 

the  costs  of 
riic  location 
rraphic  mal- 

id  feasibility 
Ijustment  to 
g  physicians 

lirements  of 
y  shall  take 
imendations 
lent   Review 

'velop  an  in- 
I  (A)(i)  prior 
'  most  accu- 
-ailable  with 

ct  data  with 
;  (including, 
onphysician 
i  ranee  costs, 
arpose  of  re- 
graph  (A)(i) 
periodically 

veloping  an 
,  the  Secre- 
le  advisabil- 
;signated  by 


and  insert - 
,  and 

January  1. 
sreof  "after 

X  FOR  PHVSI- 

viN  Adjust- 
le  medicare 
services  pro- 


posed by  the  Secretary  of  Health  and 
Human  Services  (in  this  section  referred  to 
as  the  "Secretary")  to  take  into  account  the 
substitution  of  a  rental  equivalence  or 
rental  substitution  factor  for  the  housing 
component  of  the  consumer  price  index  for 
periods  prior  to  January  1,  1985,  shall  be 
made  in  two  stages,  with  one-half  of  such 
adjustment  to  be  made  to  the  index  to 
become  effective  January  1,  1987,  and  one- 
half  of  such  adjustment  to  be  made  to  the 
index  to  become  effective  January  1,  1988. 

(b)  Notification  of  Chances.— The  Secre- 
tary shall  publish  notice  of  any  proposed 
change  in  the  methodology,  basis,  or  ele- 
ments of  the  medicare  economic  index  for 
physicians'  services  in  the  Federal  Register 
and  shall  allow  not  less  than  60  days  for 
public  comment  on  the  proposal.  Taking 
into  consideration  the  comments  made  by 
the  public,  the  Secretary  shall  publish  in 
the  Federal  Register  a  final  determination 
with  respect  to  such  proposal. 

(c)  Definition.— For  purposes  of  this  sec- 
tion, the  term  "medicare  economic  index  for 
physicians'  services"  means  the  index  used 
by  the  Secretary  for  purposes  of  the  fourth 
sentence  of  section  1842(b)(3)  of  the  Social 
Security  Act  (42  U.S.C.  1395u(b)(3)). 

SEC.  623.  KM)  STAGE  RENAL  DISE.ASE  PAYMENTS. 

(a)  Monthly  Capitation  Payments  for 
Physicians'  Outpatient  Dialysis  Serv- 
ices.—Not  later  than  August  1.  1986,  the 
Secretary  of  Health  and  Human  Services 
shall  implement  the  changes  in  the  monthly 
capitation  payments  for  physicians'  outpa- 
tient maintenance  dialysis  services  (and  the 
methodology  for  computing  such  payments) 
set  forth  in  the  notice  of  July  2,  1986  (51 
Fed.  Reg.  24226-24231). 

(b)  Prospective  Payments  for  ESRD  Fa- 
cilities AND  Providers.— 

(1)  The  Secretary  may  not.  during  the 
period  beginning  with  the  publication  of  the 
proposed  notice  of  May  13,  1986  (51  Fed. 
Reg.  17537-17549).  and  ending  with  (and  in- 
cluding) geg^mber  30,  1986.  reduce  the  pro- 
spective ^Syment  rates  for  outpatient  dialy 
sis  services  established  under  section 
1881(b)(7)  of  the  Social  Security  Act  (42 
U.S.C.  1395rr(b)(7))  below  the  rates  that 
were  in  effect  on  the  first  day  of  such 
period. 

(2)(A)  Effective  with  respect  to  dialysis 
services  provided  on  or  after  October  1, 
1986.  and  before  October  1.  1988.  the  Secre- 
tary shall  reduce  by  $1.00  each  of  the  pro- 
spective payment  rates  established  under 
section  1881(b)(7)  of  such  Act  that  were  in 
effect  during  the  period  referred  to  in  para- 
graph ( 1 ). 

(B)  The  Secretary  may  not  reduce  further 
the  payment  rates  under  section  1881(b)(7) 
of  such  Act  with  respect  to  services  for 
which  the  payment  rates  under  such  section 
are  reduced  in  accordance  with  subpara- 
graph (A). 

(3)  The  Comptroller  General  shall— 

(A)  conduct  a  study  of  the  appropriate- 
ness of— 

(i)  the  prospective  payment  rates  in  effect 
during  the  period  specified  in  paragraph  (2). 
and 

(ii)  the  rates  proposed  in  the  notice  re- 
ferred to  in  paragraph  (1)  (or  any  subse- 
quent revision  thereof):  and 

(B)  submit  a  report  to  the  Congress  on  the 
results  of  the  study  not  later  than  Septem- 
ber 30.  1987. 

SEC.  624.  PAYMENTS  FOR  AMBULA'TORY  SURGERY. 

(a)  Amounts  Payable;  Annual  Updating.— 
(IXA)  Section  1833(a)(4)  of  the  Social  Se- 
curity Act  (42  U.S.C.  13951(a)(4))  is  amended 
to  read  as  follows: 


"(4)  in  the  case  of  facility  services  de- 
scribed in  section  1832(a)(2)(F).  and  outpa- 
tient hospital  services  furnished  in  connec- 
tion with  surgical  procedures  specified  by 
the  Secretary  pursuant  to  section 
1833(i)(l)(A),  the  applicable  amount  as  de- 
termined under  paragraph  (2)  or  (3)  of  sub- 
section (i).". 

(B)  Section  1833(i)  of  such  Act  (42  U.S.C. 
13951(1))  is  amended  by  redesignating  para- 
graphs (3)  and  (4)  as  paragraphs  (4)  and  (5). 
respectively,  and  inserting  after  paragraph 
(2)  the  following  new  paragraph: 

•■(3)(A)  The  amount  of  the  payment  to  be 
made  under  this  part  for  outpatient  hospi- 
tal services  furnished  in  connection  with  a 
surgical  procedure  specified  under  para- 
graph (1)(A)  shall  be  equal  to  the  lesser  of— 

"(i)  the  amount  determined  with  respect 
to  such  services  under  subsection  (a)(2)(B): 
or 

"(ii)  80  percent  of  the  standard  overhead 
amount  payable  with  respect  to  the  same 
surgical  procedure  when  provided  in  an  am- 
bulatory surgical  center  in  the  same  area,  as 
determined  under  paragraph  (2)(A). 

"(B)(i)  In  the  case  of  outpatient  hospital 
services  for  which  the  amount  of  the  pay- 
ment to  be  made  under  this  part  is  the 
amount  determined  under  clause  (ii)  of  sub- 
paragraph (A),  the  payments  specified  in 
clauses  (ii)  and  (iii)  of  this  subparagraph 
shall  be  in  addition  to  such  amount. 

(ii)  With  respect  to  costs  incurred  in  cost 
reporting  periods  beginning  before  October 
1.  1987.  payment  shall  be  made  with  respect 
to  the  costs  of  anesthesia  services  provided 
by  a  certified  registered  nurse  anesthetist  in 
the  same  manner  as  such  payments  are 
made  with  respect  to  outpatient  hospital 
services  to  which  this  subsection  does  noc 
apply. 

"(iii)  Payment  with  respect  to  the  direct 
costs  of  graduate  medical  education  shall  be 
made  in  the  manner  specified  in  section 
1886(h).'. 

(2)(A)  Subparagraphs  (A)  and  iB)  of  sec- 
tion 1833(i)(2)  of  such  Act  are  each  amend- 
ed by  striking  "shall  be  reviewed  periodical- 
ly" and  inserting  in  lieu  thereof  "shall  be  re- 
viewed and  updated  not  later  than  July  1. 
1987.  and  annually  thereafter". 

(B)  Section  1833(i)(l)  of  such  Act  is 
amended  by  adding  at  the  end  (after  and 
below  subparagraph  (B))  the  following: 
"The  lists  of  proceduies  established  under 
subparagraphs  (A)  and  (B)  shall  be  reviewed 
and  updated  not  less  often  than  annually.". 

(3)(A)  Section  1833(a)(1)(F)  of  such  Act  is 
amended  by  striking  "subsection  (i)(3)"  and 
inserting  in  lieu  thereof  "subsection  (i)(4)". 

(B)  Section  1833(b)(3)  of  such  Act  is 
amended  by  striking  "or  (i)(4)"  and  insert- 
ing in  lieu  thereof  "or  (i)(5) ". 

(b)  Facility  Services  To  Include  Related 
Services.— 

(1)  Section  1833(i)  of  the  Social  Security 
Act  (42  U.S.C.  13951(1)).  as  amended  by  sub- 
section (a),  is  further  amended  by  adding  at 
the  end  the  following  new  paragraph: 

"(6)  For  purposes  of  this  section,  "facility 
services'  and  'outpatient  hospital  services' 
shall  include  all  medical  and  other  health 
services  (as  defined  in  section  1861(s))  which 
are  furnished  in  connection  with  a  surgical 
procedure  specified  under  paragraph  (1), 
other  than  the  physicians'  services. ". 

(2)(A)  Section  1832(a)(2)(F)  of  such  Act 
(42  U.S.C.  1395k(a)(2)(F))  is  amended  by 
striking  "services  (including  all  pre-  and 
post-operative  services)  described  in  para- 
graphs (1)  and  (2)(A)  of  section  1861(s)  and" 
and  inserting  in  lieu  thereof  "physicians' 
services  and  facility  services,  including  all 
preoperative  and  postoperative  services,". 


(B)  Section  1833(i)(4)  (as  redesignated  by 
subsection  (a)(1)(B))  is  amended  by  striking 
all  beginning  with  "'services  (including" 
through  ""1861(s)  and"  and  inserting  in  lieu 
thereof  '"physicians"  services"". 

(C)  Section  1833(i)(5)(A)  of  such  Act  (as  so 
redesignated)  is  amended  by  striking  "and 
with  respect  to  all  related  services  (includ- 
ing physicians'  services,  laboratory.  X-ray, 
and  diagnostic  services)"  and  inserting  in 
lieu  thereof  "and  the  physicians'  services". 

(c)  PRO  Review.- 

(1)  Section  1154(a)(1)  of  the  Social  Securi- 
ty Act  (42  U.S.C.  1320c-3(a)(l))  is  amended 
by  inserting  "'and  subject  to  the  require- 
ments of  subsection  (d)"  after  "subject  to 
the  terms  of  the  contract". 

(2)  Section  1154  of  such  Act  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

""(d)  Each  contract  under  this  part  shall 
require  that  the  utilization  and  quality  con- 
trol peer  review  organization's  review  re- 
sponsibility pursuant  to  subsection  (a)(1) 
will  include  review  of  all  ambulatory  surgi- 
cal procedures  specified  pursuant  to  section 
1833(i)(l)(A)  which  are  performed  in  the 
area,  or.  at  the  discretion  of  the  Secretary 
(and  except  as  provided  in  section 
1164(b)(4))  a  sample  of  each  such  proce- 
dure.". 

(d)  Coinsurance  and  Deductible  To 
Apply  Without  Regard  to  Setting  of  Am- 
bulatory Surgery.— 

(1)  Clauses  <i)  and  (ii)  of  section 
1832(a)(2)(F)  of  the  Social  Security  Act  (42 
U.S.C.  1395k(a)(2)(F))  are  each  amended  by 
inserting  "standard  overhead"  before 
"amount'". 

(2)(A)  Section  1833(b)  of  such  Act  (42 
U.S.C.  13951(b))  is  amended  by  striking 
paragraph  (3)  and  redesignating  paragraphs 
(4)  and  (5)  as  paragraphs  (3)  and  (4). 

<B)  Subparagraphs  (A)  and  (B)  of  section 
1833(i)(2)  of  such  Act  are  each  amended  by 
inserting  "80  percent  of"  before  "a  standard 
overhead  amount". 

(e)  Development  of  Prospective  Payment 
Methodology  for  Outpatient  Hospital 
Services.— Section  1135  of  the  Social  Securi- 
ty Act  (42  U.S.C.  1320b-5)  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(d)  The  Secretary  shall— 

"(1)  develop— 

"(A)  groupings  of  preoperative  and  post- 
operative services  that  are  related  to  each 
surgical  procedure  appropriately  performed 
in  a  hospital  outpatient  department,  and 

"(B)  a  model  system  for  the  payment  of 
hospitals  for  outpatient  hospital  services  on 
a  prospective  basis  that  may  be  applied  for 
reimbursement  of  hospitals  under  part  B  of 
title  XVIII:  and 

"  (2)  report  to  the  Congress  on  the  group- 
ings and  system  developed  pursuant  to  para- 
graph (1)  not  later  than  January  1.  1991. ". 

(f)  Study  and  Report.— The  Secretary  of 
Health  and  Human  Services  shall  conduct  a 
study  on  educational  activities  in  hospital 
outpatient  settings  and  report  the  resulU  of 
the  study  to  the  Congress  not  later  than 
two  years  after  the  date  of  the  enactment  of 
this  Act.  together  with  recommendations 
with  respect  to  proper  payment  for  gradu- 
ate medical  education  (GME)  related  to  out- 
patient hospital  services. 

(g)  Effective  Dates.— 

(1)  The  amendments  made  by  subsection 
(a)(1)  shall  apply  to  services  furnished  in 
cost  reporting  periods  beginning  on  or  after 
July  1.  1987. 
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(2)  The  amendments  made  by  subsections 
<b)  and  (d)  shall  apply  to  services  furnished 
after  June  30.  1987. 

(3)  The  amendments  made  by  subsection 
(c)  shall  apply  to  contracts  entered  into  or 
renewed  after  January  1.  1987. 

SEf.  S25.  (K'Cl'PATIONAl,  THKRAHY  SERVUES. 

(a)  Coverage.— Subparagraph  (C)  of  sec- 
tion 1832(a)(2)  of  the  Social  Security  Act 
(42  U.S.C.  1395k(a)(2))  is  amended  to  read 
as  follows: 

"(C)  outpatient  physical  therapy  services 
(other  than  services  to  which  the  second 
sentence  of  section  1861(p)  applies)  and  out- 
patient occupational  therapy  services  (other 
than  services  to  which  such  sentence  applies 
through  the  operation  of  section  1861(g));". 

(b)  Limitation  on  Payments —Section 
1833(g)  of  such  Act  (42  U.S.C.  13951(g))  is 
amended— 

(1)  by  striking  "next  to  last  sentence"  and 
Inserting  in  lieu  thereof  "second  sentence". 
and 

(2)  by  adding  at  the  end  the  following  new 
sentence:  "In  the  case  of  outpatient  occupa- 
tional therapy  services  which  are  described 
in  the  second  sentence  of  section  1861(p) 
through  the  operation  of  section  1861(g), 
with  respect  to  expenses  incurred  in  any  cal- 
endar year,  no  more  than  $500  shall  be  con- 
sidered as  incurred  expenses  for  purposes  of 
subsections  (a)  and  (b).". 

(c)  Certification  Standard.— 

(1)  Section  1835(a)(2)(C)  of  such  Act  (42 
U.S.C.  1395n(a)(2)(C))  is  amended- 

(A)  by  inserting  "or  outpatient  occupa- 
tional therapy  services"  after  "outpatient 
physical  therapy  services", 

(B)  in  clause  (i),  by  inserting  "or  occupa- 
tional therapy  services,  respectively,"  after 
"physical  therapy  services",  and 

(C)  in  clause  (ii),  by  inserting  "or  qualified 
occupational  therapist,  respectively,"  after 
"qualified  physical  therapist". 

(2)  The  second  sentence  of  section  1835(a) 
of  such  Act  and  section  1866(e)  of  such  Act 
(42  U.S.C.  1395n(a).  1395cc(e))  are  each 
amended— 

(A)  by  inserting  "(or  meets  the  require- 
ments of  such  section  through  the  oper- 
ation of  section  1861(g))"  after 
"1861(pK4KA)"  and  after  "1861(p)(4)(B) ", 
and 

(B)  by  inserting  "or  (through  the  oper- 
ation of  section  1861(g))  with  respect  to  the 
furnishing  of  outpatient  occupational  ther- 
apy services"  after  "(as  therein  defined)". 

(d)  Definition  and  Inclusion  With 
Other  Part  B  Services.— 

(1)  Section  1861  of  the  Social  Security  Act 
(42  U.S.C.  1395X)  is  amended  by  inserting 
after  subsection  (f)  the  following  new  sub- 
section: 

"onrPATiEWT  occupational  therapy  services 
"(g)  The  term  'outpatient  occupational 
therapy  services'  has  the  meaning  given  the 
term  outpatient  physical  therapy  services' 
in  subsection  (p).  except  that  occupational' 
shall  be  sulwtituted  for  physical'  each  place 
it  appears  therein.". 

(2)  Section  1861(s)(2)(D)  of  such  Act  (42 
U.S.C.  1395x(s)(2)(D))  is  amended  by  insert- 
ing "and  outpatient  occupational  therapy 
services"  after  "outpatient  physical  therapy 
services". 

(3)  Section  1861(vM5)(A)  of  such  Act  (42 
U.S.C.  1395x(v)(5)(A))  is  amended  by  insert- 
ing "(including  through  the  operation  of 
section  1861(g)) "  after  "section  1861(p)'. 

(e)  Etfective  Date.— The  amendments 
made  by  this  section  shall  apply  to  expenses 
incurred  for  outpatient  occupational  ther- 
apy services  furnished  on  or  after  October  1, 
1986. 


PART  4— PEER  REVIEW  ()R(;AMZATI()NS 

SEC.  631.  PRO  REVIEW  OK  HOSPITAL  DENIAL  NO- 
TICES. 

(a)  In  General.— Section  1154  of  the 
Social  Security  Act  (42  U.S.C.  1320c-3)  is 
amended  by  adding  at  the  end  the  following 
new  subsection: 

■•(d)(1)  If- 

"(A)  a  hospital  has  determined  that  a  pa- 
tient no  longer  requires  inpatient  hospital 
care,  and 

"(B)  the  attending  physician  has  agreed 
with  the  hospital's  determination, 
the  hospital  may  provide  the  patient  (or  the 
patient's  representative)  with  a  notice 
(meeting  conditions  prescribed  by  the  Secre- 
tary under  section  1879)  of  the  determina- 
tion that  inpatient  hospital  services  are  no 
longer  medically  necessary. 

"•(2)If- 

"■(A)  a  hospital  has  determined  that  a  pa- 
tient no  longer  requires  inpatient  hospital 
care,  but 

""(B)  the  attending  physician  has  not 
agreed  with  the  hospital's  determination, 
the  hospital  may  request  the  appropriate 
peer  review  organization  to  review  under 
suljsection  (a)  the  validity  of  the  hospital's 
determination. 

"(3)  If  a  patient  (or  a  patient's  representa- 
tive)- 

■■(A)  has  received  a  notice  under  para- 
graph ( 1 ).  and 

■■(B)  while  the  patient  is  still  an  inpatient 
in  the  hospital,  requests  the  appropriate 
peer  review  organization  to  review  the  de- 
termination, 

then,  the  organization  shall  conduct  a 
review  under  subsection  (a)  of  the  validity 
of  the  hospital's  determination  and  shall 
provide  notice  (by  telephone  and  in  writing) 
to  the  patient  or  representative  of  the  re- 
sults of  the  review  not  later  than  2  calendar 
days  after  the  date  the  organization  receives 
the  request.  Such  review  shall  be  conducted 
regardless  of  whether  or  not  the  hospital 
will  charge  for  continued  hospital  care  or 
the  patient  will  be  liable  for  payment  for 
such  continued  care. 

"(4)  If- 

"(A)  a  request  is  made  under  paragrapn 
(3)  not  later  than  1  day  after  the  date  the 
patient  (or  patient's  representative)  receives 
the  notice  under  paragraph  ( 1 ),  and 

"(B)  the  conditions  described  in  section 
1879(a)(2)  with  respect  to  the  patient  or 
representative  are  met. 
the  hospital  may  not  charge  the  patient  for 
inpatient  hospital  services  furnished  on  a 
day  before  the  fourth  day  that  begins  after 
the  date  of  receipt  of  the  notice  under  para- 
graph (1). 

■■(5)  In  any  review  conducted  under  para- 
graph (2)  or  (3),  the  organization  shall  solic- 
it the  views  of  the  patient  involved  (or  the 
patient's  representative).". 

(b)  Efpective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  denial 
notices  furnished  by  hospitals  to  individuals 
on  and  after  the  first  day  of  the  first  month 
that  begins  more  than  30  days  after  the 
date  of  the  enactment  of  this  Act. 

SEC.  «32.   PRO   REVIEW   OF   INPATIENT   HOSPITAL 
SERVICES  AND  READMISSIONS. 

(a)  Timely  Provision  of  Hospital  Infor- 
mation.—Section  1153  of  the  Social  Security 
Act  (42  U.S.C.  1320C-2)  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(g)  The  Secretary  shall  provide  that 
fiscal  intermediaries  furnish  to  peer  review 
organizations,  each  month  on  a  timely  basis, 
data  necessary  to  initiate  the  review  process 
under  section  1154(a)  on  a  timely  basis.  If 


the  Secretary  determines  that  a  fiscal  inter- 
mediary is  unable  to  furnish  such  data  on  a 
timely  basis,  the  Secretary  shall  require  the 
hospital  to  do  so.". 

(b)  Requiring  Review  of  Early  Reaomis- 
siON  Cases.— Section  1154(a)  of  such  Act  (42 
U.S.C.  1320c-3(a))  is  amended  by  adding  at 
the  end  the  following  new  paragraph: 

"(13)  Notwithstanding  paragraph  (4).  the 
organization  shall  perform  the  review  de- 
scribed in  paragraph  (1)  with  respect  to 
early  readmission  cases  to  determine  if  the 
previous  inpatient  hospital  services  and  the 
post-hospital  services  met  professionally 
recognized  standards  of  health  care.  Such 
reviews  may  be  performed  on  a  sample  basis 
if  the  organization  and  the  Secretary  deter- 
mine it  to  be  appropriate.  In  this  paragraph, 
an  early  readmission  case'  is  a  case  in  which 
an  individual,  after  discharge  from  a  hospi- 
tal, is  readmitted  to  a  hospital  less  than  31 
days  after  the  date  of  the  most  recent  previ- 
ous discharge.". 

(c)  Effective  Dates.— 

(1)  The  Secretary  shall  implement  the 
amendment  made  by  subsection  (a)  not 
later  than  6  months  after  the  date  of  the 
enactment  of  this  Act. 

(2)  The  amendment  made  by  subsection 
(b)  shall  apply  to  contracts  entered  into  or 
renewed  on  or  after  January  1, 1987. 

SEC.  633.  PRO  REVIEW  OF  QIALITY  OF  CARE. 

(a)  Allocation  of  Funds  for  Quality 
Care  Review.— 

(1)  Section  1154(a)(4)  of  the  Social  Securi- 
ty Act  (42  U.S.C.  1320c-3(a)(4))  is  amended 
by  adding  at  the  end  the  following:  "Each 
peer  review  organization  shall  provide  that 
a  reasonable  proportion  of  its  activities  are 
involved  with  reviewing,  under  paragraph 
(1)(B).  the  quality  of  services  and  that  a  rea- 
sonable allocation  of  such  activities  is  made 
among  the  different  cases  and  settings  (in- 
cluding post-acute-care  settings,  ambulatory 
settings,  and  health  maintenance  organiza- 
tions) for  which  potential  problems  of  qual- 
ity have  been  identified.". 

(2)  Section  1154  of  such  Act  (42  U.S.C. 
1320C-3),  as  amended  by  section  631  of  this 
Act  is  amended  by  adding  at  the  end  the  fol- 
lowing new  subsection: 

■"(e)  The  Secretary,  in  consultation  with 
appropriate  experts,  shall  identify  methods 
that  would  be  available  to  assist  peer  review 
organizations  (under  subsection  (a)(4))  in 
identifying  those  cases  which  are  more 
likely  than  others  to  be  associated  with  a 
quality  of  services  which  does  not  meet  pro- 
fessionally recognized  standards  of  health 
care.". 

(3)(A)  The  amendment  made  by  para- 
graph (1)  shall  apply  to  contracts  entered 
into  or  renewed  on  or  after  January  1,  1987. 

(B)  The  amendment  made  by  the  para- 
graph (2)  shall  become  effective  on  the  date 
of  the  enactment  of  this  Act. 

(b)  Appropriate  Investigation  of  Com- 
plaints Required.— 

(1)  Section  1154(a)  of  the  Social  Security 
Act  (42  U.S.C.  1320c-3(a)),  as  amended  by 
section  632  of  this  Act,  is  further  amended 
by  adding  at  the  end  the  following  new 
paragraph: 

"(14)  The  organization  shall  conduct  an 
appropriate  review  of  all  written  complaints 
about  the  quality  of  services  (for  which  pay- 
ment may  otherwise  be  made  under  title 
XVIII)  not  meeting  professionally  recog- 
nized standards  of  health  care,  if  the  com- 
plaint is  filed  with  the  organization  by  a  in- 
dividual entitled  to  benefits  for  such  serv- 
ices under  such  title  (or  a  person  acting  on 
the  individual's  behalf).  The  fact  that  such 
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a  complaint  is  made  and  the  name  of  the 
complainant  shall  be  treated  as  confidential. 
The  organization  shall  inform  the  individ- 
ual (or  representative)  that  the  organization 
has  received  the  complaint  and  will  take  ap- 
propriate action.". 

(2)  The  amendment  made  by  paragraph 
(1)  shall  apply  to  complaints  received  on  or 
after  the  first  day  of  the  first  month  that 
begins  at  least  9  months  after  the  date  of 
the  enactment  of  this  Act. 

(c)  Sharing  of  Information  by  PROs.— 

(1)  Section  1160(b)(1)  of  the  Social  Securi- 
ty Act  (42  U.S.C.  1320c-9(b)(l))  is  amend- 
ed- 

(A)  in  subparagraph  (C).  by  striking  "is  re- 
quired" and  inserting  "are  required", 

(B)  by  striking  "and"  at  the  end  of  sub- 
paragraph (B),  and 

(C)  by  adding  at  the  end  the  following 
new  subparagraph: 

"(D)  to  assist— 

"(i)  national  accreditation-  bodies  which 
are  acting,  pursuant  to  section  1865,  in  ac- 
crediting providers  for  purposes  of  meeting 
the  conditions  described  in  provisions  in 
title  XVIII.  and 

"(ii)  State  licensing  authorities  having  re- 
sponsibility for  assuring  the  qualifications 
of  providers  or  practitioners, 
which  data  and  information  shall  be  provid- 
ed by  the  peer  review  organization  to  any 
such  body  upon  request  relating  to  a  specif- 
ic provider  or  practitioner,  but  only  to  the 
extent  that  such  data  and  information  are 
related  to  the  quality  of  care  furnished  by  a 
prC'Vider  or  practitioner  and  only  if  the  peer 
review  organization  determines  that  the 
daia  and  information  may  reflect  a  failure 
in  a  substantial  number  of  cases  or  a  gross 
and  flagrant  failure  in  one  or  more  in- 
stances to  provide  services  of  a  quality 
which  meets  professionally  recognized 
standards  of  health  care,  and  that  the  data 
and  information  are  needed  by  the  body  in 
carrying  out  official  duties;". 

(2)  The  amendments  made  by  paragraph 
(1)  shall  apply  to  requests  for  data  and  in- 
formation made  on  and  after  the  end  of  the 
6-month  period  beginning  on  the  date  of  the 
enactment  of  this  Act. 

Subtitle  B — Provisions  Relating  to  the  Medicaid 
I'rogrram 

SEC.  «41.  OPTIONAL  COVKRAGE  OF  POOK  HREti- 
NANT  WOMEN.  INFANTS.  AND  CHIL- 
DREN. 

(a)  Creation  of  New  Optional  Categori- 
cally Needy  Group.— Section 
1902(a)(10)(A)(ii)  of  the  Social  Security  Act 
(42  U.S.C.  1396a(a)(10)(A)(ii))  is  amended— 

(1)  by  striking  ",  or"  at  the  end  of  sub- 
clause (VII)  and  inserting  a  semicolon. 

(2)  by  inserting  "or"  at  the  end  of  sub- 
clause (VIII).  and 

(3)  by  adding  at  the  end  the  following  new 
subclause: 

"(IX)  subject  to  subsection  (h)(4),  who  are 
described  in  subsection  (h)(1);". 

(b)  Description  of  Group.— Section  1902 
of  such  Act  is  amended  by  inserting  after 
subsection  (g)  the  following  new  subsection: 

"(h)(1)  Individuals  described  in  this  para- 
graph are— 

"(A)  women  during  pregnancy  (and  during 
the  60-day  period  following  pregnancy). 

"(B)  infants  under  one  year  of  age. 

"(C)  children  who  have  attained  one  year 
of  age  but  have  not  attained  two  years  of 
age, 

"(D)  children  who  have  attained  two  years 
of  age  but  have  not  attained  three  years  of 
age. 


"(E)  children  who  have  attained  three 
years  of  age  but  have  not  attained  four 
years  of  age.  and 

"(F)  children  who  have  attained  four 
years  of  age  but  have  not  yet  attained  five 
years  of  age. 

who  are  not  described  m  subsection 
(a)(10)(A)(i).  whose  family  income  does  not 
exceed  the  maximum  income  level  estab- 
lished by  the  State  under  paragraph  (2)  for 
a  family  size  equal  to  the  size  of  the  family. 

"(2)  For  purposes  of  paragraph  (1).  the 
State  shall  establish  a  maximum  income 
level  which  is  not  more  than  100  percent  of 
the  nonfarm  income  official  poverty  line  de- 
fined by  the  Office  of  Management  and 
Budget  (and  revised  annually  in  accordance 
with  section  673(2)  of  the  Omnibus  Budget 
Reconciliation  Act  of  1981)  applicable  to  a 
family  of  the  size  involved. 

"(3)  Notwithstanding  subsection  (a)(17), 
for  individuals  who  are  eligible  for  medical 
assistance  because  of  subsection 
(a)(10)(A)(ii)(IX)— 

"(A)  application  of  a  resource  standard 
shall  be  at  the  option  of  the  State, 

■(B)  the  resource  standard  and  methodol- 
ogy (if  any)  to  be  applied  shall  he- 
'd) the  resource  standard  and  methodolo- 
gy  that   is   applied    under   the  State   plan 
under  part  A  of  title  IV. 

"(ii)  the  resource  standard  and  methodolo- 
gy that  is  applied  under  title  XVI  or  under 
subsection  (f).  or 

■(iii)  the  resource  standard  and  methodol- 
ogy that  is  applied  under  subsection 
(a)(10)(C)(i)(III); 

■(C)  the  income  standard  to  be  applied  is 
the  income  standard  established  under  para- 
graph (2).  and 

■■'D)  family  income  shall  be  determined  in 
accordance- with  the  methodology  employed 
under  the  State  plan  under  part  A  or  E  of 
title  IV.  and  costs  incurred  for  medical  care 
or  for  any  other  type  of  remedial  care  shall 
not  be  taken  into  account. 
Any  different  treatment  provided  under  this 
paragraph  for  such  individuals  shall  not.  be- 
cause of  subsection  (a)(17).  require  or 
permit  such  treatment  for  other  individuals. 

■•(4)(A)  A  State  plan  may  not  elect  the 
option  of  furnishing  medical  assistance  to 
individuals  described  in  subsection 
(a)(10)(A)(ii)(IX)  unless  the  State  has  in 
effect,  under  its  plan  established  under  part 
A  of  title  IV.  payment  levels  that  are  not 
less  than  the  payment  levels  in  effect  under 
its  plan  on  the  date  of  the  enactment  of  this 
subsection. 

(B)(i)  A  State  may  not  elect,  under  sub- 
section (a)(10)(A)(ii)(IX),  to  cover  only  indi- 
viduals described  in  paragraph  (1)(A)  or  to 
cover  only  individuals  described  in  para- 
graph (1)(B). 

■•(ii)  A  State  may  not  elect,  under  subsec- 
tion (a)(10)(A)(ii)(IX).  to  cover  individuals 
described  in  subparagraph  (C),  (D),  (E).  or 
(F)  of  paragraph  (1)  unless  the  State  has 
elected,  under  such  subsection,  to  cover  indi- 
viduals described  in  the  preceding  subpara- 
graphs of  such  paragraph.". 

(c)  Limited  Benefits  for  Newly  Eligible 
Pregnant  Women.— Section  1902(a)(10)  of 
such  Act  (42  U.S.C.  1396a(a)(10))  is  amend- 
ed, in  the  matter  after  subparagraph  (D)— 

(1)  by  striking  •and"  before  "(VI)"  and  in- 
serting a  comma,  and 

(2)  by  inserting  before  the  semicolon  at 
the  end  the  following:  ".  and  (VII)  the  medi- 
cal assistance  made  available  to  an  individ- 
ual described  in  subsection  (h)(1)(A)  who  is 
eligible  for  medical  assistance  only  because 
of  subparagraph  (A)(ii)(IX)  shall  be  limited 
to  medical  assistance  for  services  related  to 


pregnancy  (including  prenatal,  delivery,  and 
postpartum  services)  and  to  other  condi- 
tions which  may  complicate  pregnancy". 

(d)  Continuation  of  Medical  Assistance 
FOR  Certain  Pregnant  Women  During 
Pregnancy  and  for  Certain  Infants  and 
Children  Receiving  Inpatient  Services.— 
Section  1902(e)  of  such  Act  (42  U.S.C. 
1396a(e))  is  amended  by  adding  at  the  end 
the  following  new  paragraphs: 

■•(6)  At  the  option  of  a  State,  if  a  State 
plan  provides  medical  assistance  for  individ- 
uals under  subsection  (a)(10)(A)(ii)(IX).  the 
plan  may  provide  that  any  woman  described 
in  such  subsection  and  subsection  (h)(1)(A) 
shall  continue  to  be  treated  as  an  individual 
described  in  subsection  (a)(10)(A)(ii)(IX)  . 
without  regard  to  any  change  in  income  of 
the  family  of  which  she  is  a  member  until 
the  end  of  the  60-day  period  beginning  on 
the  last  day  of  her  pregnancy. 

■■(7)  If  a  State  plan  provides  medical  as- 
sistance for  individuals  under  subsection 
(a)(10)(A)<ii)(IX).  in  the  case  of  an  infant  or 
child  described  in  subparagraph  (B).  (C). 
(D),  (E).  or  (F)  of  subsection  (h)(1)— 

■■(A)  who  is  receiving  inpatient  services  for 
which  medical  assistance  is  provided  on  the 
date  the  infant  or  child  attains  the  maxi- 
mum age  with  respect  to  which  coverage  is 
provided  under  the  State  plan  for  such  indi- 
viduals, and 

■■(B)  who,  but  for  attaining  such  age, 
■A^ould  remain  eligible  for  medical  assistance 
under  such  subsection, 

the  infant  or  child  shall  continue  to  be 
treated  as  an  individual  described  in  subsec- 
tion (a)(10KAHii)(IX)  and  subsection  (hKl) 
until  the  end  of  the  stay  for  which  the  inpa- 
tient ser\  ices  are  furnished.". 
<e)  Conforming  Amendments.— 
il)  Section  1902(a)(17)  of  such  Act  '42 
U.S.C.  1396(aH17))  is  amended  by  inserting 
■■'except  as  provided  in  subsection  (h)(3)," 
after  "(17)". 

(2)  Section  1903(f)(4)  of  such  Act  (42 
U.S.C.  1396b(f)(4))  is  amended  by  inserting 
■for  any  individual  described  in  section 
1902(a)(io)(A)(iiHIX)  or"  after  as  medical 
assistance  ". 
If)  Effective  Dates.— 
(li  Except  as  provided  in  paragraph  (2). 
the  amendments  made  by  this  section  shall 
apply  to  medical  assistance  furnished  in  cal- 
endar quarters  beginning  on  or  after  April 
1.  1987.  without  regard  to  whether  or  not 
final  regulations  to  carry  out  such  amend- 
ments have  been  promulgated  by  such  date. 
(2)(A)  Subparagraph  (C)  of  section 
1902(h)(1)  of  the  Social  Security  Act.  as 
added  by  subsection  (b)  of  this  section,  shall 
apply  to  medical  assistance  furnished  in  cal- 
endar quarters  beginning  on  or  after  Octo- 
ber 1,  1987. 

(B)  Subparagraph  (D)  of  section 
1902(h)(1)  of  the  Social  Security  Act.  as 
added  by  subsection  (b)  of  this  section,  shall 
apply  to  medical  assistance  furnished  in  cal- 
endar quarters  beginning  on  or  after  Octo- 
ber 1.  1988. 

(C)  Subparagraph  (E)  of  section 
1902(h)(1)  of  the  Social  Security  Act.  as 
added  by  subsection  (b)  of  this  section,  shall 
apply  to  medical  assistance  furnished  in  cal- 
endar quarters  beginning  on  or  after  Octo- 
ber 1.  1989. 

(D)  Subparagraph  (P)  of  section 
1902(h)(1)  of  the  Social  Security  Act.  as 
added  by  subsection  (b)  of  this  section,  shall 
apply  to  medical  assistance  furnisher  in  cal- 
endar quarters  beginning  on  or  after  Octo- 
ber 1.  1990. 


24930 


CONGRESSIONAL  RECORD— SENATE 


September  19,  1986 


SEC.  642.  OITIONAL  COVERACK  »f  ELDERLY  AND 
DISABLED  POOR  AND  UP  P(M>R  MEDI- 
CARE BENEFICIARIES. 

(a)  Optional  Coverage  of  Elderly  and 
Disabled  Poor  for  All  Medicaid  Bene- 
fits.— 

(IXA)  Subsection  (aXlOMAKii)  of  section 
1902  of  the  Social  Security  Act  (42  U.S.C. 
1396a).  as  sunended  by  section  641  of  this 
Act.  is  further  amended— 

(i)  by  strilting  or"  at  the  end  of  subclause 
(VIII). 

<ii)  by  striking  the  semicolon  at  the  end  of 
subclause  (IX)  and  inserting  ■,  or",  and 

(iii)  by  adding  at  the  end  the  following 
new  subclause: 

"(X)  subject  to  subsection  (1X3).  who  are 
described  in  subsection  (1)(1):". 

(B)  Section  1902  of  such  Act  is  further 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"(1)(1)  Individuals  described  in  this  para- 
graph are  individuals— 

"(A)  who  are  65  years  of  age  or  older  or 
are  disabled  individuals  (as  determined 
under  section  1614(a)(3)). 

"(B)  whose  income  (as  determined  under 
section  1612  for  purposes  of  the  supplemen- 
tal security  income  program)  does  not 
exceed  an  income  level  established  by  the 
SUte  consistent  with  paragraph  (2 MA),  and 

"(C)  whose  resources  (as  determined 
under  section  1613  for  purposes  of  the  sup- 
plemental security  income  program)  do  not 
exceed  (except  as  provided  in  paragraph 
(2)(B))  the  maximum  amount  of  resources 
that  an  individual  may  have  and  obtain  ben- 
efits under  that  program. 

"(2>(A)  The  income  level  established 
under  paragraph  (1)(B)  may  not  exceed  100 
percent  of  the  nonfarm  official  poverty  line 
(as  defined  by  the  Office  of  Management 
and  Budget,  and  revised  annually  in  accord- 
ance with  section  673(2)  of  the  Omnibus 
Budget  Reconciliation  Act  of  1981)  applica- 
ble to  a  family  of  the  size  involved. 

"(B)  In  the  case  of  a  State  that  provides 
medical  assistance  to  individuals  not  de- 
scribed in  section  1902(a)(10)(A)  and  at  the 
SUte's  option,  the  State  may  use  under 
paragraph  (IMC)  such  resource  level  (which 
is  higher  than  the  level  described  in  that 
paragraph)  as  may  be  applicable  with  re- 
spect to  individuals  described  in  paragraph 
(IMA)  who  are  not  described  in  section 
1902(a«10MA).". 

(2)  Section  1902(1)  of  such  Act.  as  added 
by  subsection  (a),  is  further  amended  by 
adding  at  the  end  the  following  new  para- 
graphs: 

"(3)  A  State  plan  may  not  provide  cover- 
age for  individuals  under  subsection 
(aMlOMAMiiMX)  unless  the  plan  provides 
coverage  of  some  or  all  of  the  individuals  de- 
scribed in  subsection  (hMl). 

"(4)  Notwithstanding  subsection  (a)(17). 
for  individuals  described  in  paragraph  (1) 
who  are  covered  under  the  State  plan  by 
virtue  of  subsection  (aMlOMAMiiMX)— 

"(A)  the  income  standard  to  be  applied  is 
the  income  standard  descrit>ed  in  paragraph 
(1MB),  and 

"(B)  except  as  provided  in  section 
1612(bM4MBMii).  costs  incurred  for  medical 
care  or  for  any  other  type  of  remedial  care 
shall  not  be  taken  into  account  in  determin- 
ing income. 

Any  different  treatment  provided  under  this 
paragraph  for  such  individuals  shall  not.  be- 
cause of  subsection  (aM17).  require  or 
permit  such  treatment  for  other  individ- 
uals.". 

(3)  The  amendments  made  by  this  subsec- 
tion shall  apply  to  paymente  to  States  for 


calendar  quarters  beginning  on  or  after  July 
1.  1987.  without  regard  to  whether  or  not 
final  regulations  to  carry  out  such  amend- 
ments have  been  promulgated  by  such  date, 
(b)  Optional  Coverage  of  Qualified  Med- 
icare Beneficiaries  for  Medicare  Cost- 
Sharing.— 

(1)  Section  1902(aM10)  of  such  Act  (42 
U.S.C.  1396a(aM10))  is  amended— 

(A)  by  striking  "and"  at  the  end  of  sub- 
paragraph (C). 

(B)  by  inserting  "and"  at  the  end  of  sub- 
paragraph (D).  and 

(C)  by  inserting  after  subparagraph  (D) 
the  following  new  subparagraph: 

"(E)  at  the  option  of  a  State  but  subject  to 
subsection  (1)(3).  for  making  medical  assist- 
ance available  for  medicare  cost-sharing  (as 
defined  in  section  1905(oM3))  for  qualified 
medicare  beneficiaries  described  in  section 
1905(oMl): ". 

(2)  Section  1905  of  such  Act  (42  U.S.C. 
1396d)  is  amended  by  adding  at  the  end  the 
following  new  subsection: 

"(o)(l)  The  term  qualified  medicare  bene- 
ficiary' means  an  individual— 

"(A)  who  is  entitled  to  hospital  insurance 
benefits  under  part  A  of  title  XVIII  (includ- 
ing an  individual  entitled  to  such  benefits 
pursuant  to  an  enrollment  under  section 
1818). 

"(B)  who.  but  for  section  1902(aM10ME) 
and  the  election  of  the  State,  is  not  eligible 
for  medical  assistance  under  the  plan. 

"(C)  whose  income  (as  determined  under 
section  1612  for  purposes  of  the  supplemen- 
tal security  income  program)  does  not 
exceed  an  income  level  established  by  the 
State  consistent  with  paragraph  (2)(A).  and 

"(Di  whose  resources  (as  determined 
under  section  1613  for  purposes  of  the  sup- 
plemental security  income  program)  do  not 
exceed  (except  as  provided  in  paragraph 
(2)(B))  the  maximum  amount  of  resources 
that  an  individual  may  have  and  obtain  ben- 
efits under  that  program. 

"(2MA)  The  income  level  established 
under  paragraph  (IMC)  may  not  exceed  100 
percent  of  the  nonfarm  off'cial  poverty  line 
(as  defined  by  the  Office  of  Management 
and  Budget,  and  revised  annually  in  accord- 
ance with  section  673(2)  of  the  Omnibus 
Budget  Reconciliation  Act  of  1981)  applica- 
ble to  a  family  of  the  size  involved. 

"(B)  In  the  case  of  a  State  that  provides 
medical  assistance  to  individuals  not  de- 
scribed in  section  1902'a)(10)(A)  and  at  the 
State's  option,  the  State  may  use  under 
paragraph  (1)(D)  such  resource  level  (which 
is  higher  than  the  level  described  in  that 
paragraph)  as  may  be  applicable  with  re- 
spect to  individuals  described  in  paragraph 
(IMA)  who  are  not  described  In  section 
1902(aM10MA). ". 

(3MA)  Section  1902(1)  of  such  Act.  as 
added  by  subsection  (a),  is  amended— 

(i)  in  paragraph  (3).  by  inserting  "or  cov- 
erage under  subsection  (aM10)(E)"  after 
"subsection  (aMlOMAMiiMX)".  and 

(ii)  by  adding  at  the  end  the  following  new 
paragraph: 

"(5)  Notwithstanding  subsection  (aM17). 
for  qualified  medicare  beneficiaries  de- 
scribed in  section  1905(oMl)— 

"(A)  the  income  standard  to  be  applied  is 
the  income  standard  described  in  section 
1905(OM1MC).  and 

"(B)  except  as  provided  in  section 
1612(bM4MBMii).  costs  incurred  for  medical 
care  or  for  any  other  type  of  remedial  care 
shall  not  be  taken  into  account  in  determin- 
ing income. 

Any  different  treatment  provided  under  this 
paragraph  for  such  individuals  shall  not,  be- 


cause of  subsection  (a)(17).  require  or 
permit  such  treatment  for  other  individ- 
uals.". 

(B)  Section  1902(e)  of  such  Act.  as  amend- 
ed by  section  641  of  this  Act.  is  further 
amended  by  adding  at  the  end  the  following 
new  paragraph: 

"(8)  If  an  individual  is  determined  to  be  a 
qualified  medicare  beneficiary  (as  defined  in 
section  1905(oMl)).  such  determination  shall 
apply  to  services  furnished  after  the  end  of 
the  month  in  which  the  determination  first 
occurs.  For  purposes  of  payment  to  a  State 
under  section  1903(a).  such  determination 
shall  be  considered  to  be  valid  for  an  indi- 
vidual for  a  period  of  12  months,  except 
that  a  State  may  provide  for  such  determi- 
nations more  frequently,  but  not  more  fre- 
quently than  once  every  6  months  for  an  in- 
dividual.". 

(4)  Section  1902(aK10)  of  the  Social  Secu- 
rity Act  (42  U.S.C.  1395a(aM10)).  as  amend- 
ed by  paragraph  (1)  of  this  subsection  and 
by  section  641  of  this  Act.  is  further  amend- 
ed, in  the  matter  after  subparagraph  (E)— 

(A)  by  striking  "and"  before  "(VII)"  and 
inserting  a  comma,  and 

(B)  by  inserting  before  the  semicolon  at 
the  end  the  following:  ".  and  (VIII)  the 
medical  assistance  made  available  to  a  quali- 
fied medicare  beneficiary  described  in  sec- 
tion 1905(o)(l)  shall  be  limited  to  medical 
assistance  for  medicare  cost-sharing  (de- 
scribed in  section  1905(oM3)).  subject  to  the 
provisions  of  subsection  (m)  and  section 
1916(b)". 

(5)  Section  1905(o)  of  such  Act.  as  added 
by  paragraph  (2)  of  this  subsection,  is  fur- 
ther amended  by  adding  at  the  end  the  fol- 
lowing: 

"(3)  The  term  'medicare  cost-sharing' 
means  the  following  costs  incurred  with  re- 
spect to  a  qualified  medicare  beneficiary: 

"(A)  Premiums  under  part  B  and  (if  appli- 
cable) under  section  1818. 

"(B)  Deductibles  and  coinsurance  de- 
scribed in  section  1813. 

*(C)  The  annual  deductible  described  in 
section  1833(b). 

"(D)  The  difference  between  the  amount 
that  is  paid  under  section  1833(a)  and  the 
amount  that  would  be  paid  under  such  sec- 
tion if  any  reference  to  '80  percent'  therein 
were  deemed  a  reference  to  '100  percent". 
Such  term  also  may  include,  at  the  option 
of  a  State,  premiunnis  for  enrollment  of  a 
qualified  medicare  beneficiary  with  an  eligi- 
ble organization  under  section  1876.". 

(6)  Section  1902  of  such  Act.  as  amended 
by  subsection  (a),  is  further  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(m)  In  the  case  of  medical  assistance  fur- 
nished under  this  title  for  medicare  cost- 
sharing  respecting  the  furnishing  of  a  serv- 
ice or  item  to  a  qualified  medicare  benefici- 
ary, the  State  plan  may  provide  payment  in 
an  amount  with  respect  to  the  service  or 
item  that  results  in  the  sum  of  such  pay- 
ment amount  and  any  amount  of  payment 
made  under  title  XVIII  with  respect  to  the 
service  or  item  exceeding  the  amount  that  is 
otherwise  payable  under  the  State  plan  for 
the  item  or  service  for  eligible  individuals 
who  are  not  qualified  medicare  benefici- 
aries.". 

(7MA)  Section  1902(aM10MC)  of  such  Act 
(42  U.S.C.  1396a(aM10MC))  is  amended,  in 
the  matter  before  clause  (i),  by  inserting  "or 
(E)"  after  "subparagraph  (A)". 

(B)  Section  1903(aMl)  of  such  Act  (42 
U.S.C.  1396b(aMl))  is  amended— 
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(i)  by  inserting  "deductible  amounts  under 
part  A  and""  after  "(including  expenditures 
for". 

(ii)  by  inserting  "(and,  in  the  case  of  quali- 
fied medicare  beneficiaries  described  in  sec- 
tion 1905(0X1),  part  A)""  after  "premiums 
under  part  B",  and 

(iii)  by  striking  "or  (B)"'  and  inserting  "(B) 
are  qualified  medicare  beneficiaries  de- 
scribed in  section  1905(o)(l),  or  (C)"". 

(C)  Section  1905(a)  of  such  Act  (42  U.S.C. 
1396d(a))  is  amended.  In  the  matter  before 
subdivision  (i),  by  inserting  '"or.  in  the  case 
of  a  qualified  medicare  beneficiary  de- 
scribed in  section  1905(o)(l),  if  provided 
after  the  month  in  which  the  individual  be- 
comes such  a  beneficiary"  after  "makes  ap- 
plication for  assistance". 

(D)(i)  Section  1902(a)(15)  of  such  Act  (42 
U.S.C.  1396a(a)(15))  is  amended  by  inserting 
""are  not  qualified  medicare  beneficiaries  (as 
defined  in  section  1905(o)(l))  but"  after 
"older  who"". 

(ii)  Subsections  (a)  and  (b)  of  section  1916 
of  such  Act  (42  U.S.C.  1396o)  are  each 
amended  by  striking  ""section 

1902(a)(10)(A)"  and  inserting  "subpara- 
graph (A)  or  (E)  of  section  1902(a)(10)'". 

(8)  The  amendments  made  by  this  subsec- 
tion shall  apply  to  payments  under  title 
XIX  of  the  Social  Security  Act  for  calendar 
quarters  beginning  on  or  after  July  1,  1987, 
without  regard  to  whether  or  not  final  regu- 
lations to  carry  out  such  amendments  have 
been  promulgated  by  such  date. 

SEC.  643.  RESPIRATORY  CARE  SERVICES  FOR  VEN- 
TILATOR-DEPENDENT INDIVIDl'ALS. 

(a)  Reouired  Services.— Section  1902(e)  of 
the  Social  Security  Act  (42  U.S.C.  1396b(e)), 
as  amended  by  sections  641  and  642  of  this 
Act,  is  further  amended  by  adding  at  the 
end  the  following  new  paragraph: 

•"(9)(A)  A  State  plan  approved  under  this 
title  must  include  as  medical  assistance  res- 
piratory care  services  for  any  individual 
who— 

'"(i)  is  medically  dependent  on  a  ventilator 
for  life  support  at  least  six  hours  per  day; 

'"(ii)  has  been  so  dependent  for  at  least  30 
consecutive  days  (or  the  maximum  number 
of  days  authorized  under  the  State  plan, 
whichever  is  less)  as  an  inpatient: 

"(iii)  but  for  the  availability  of  respiratory 
care  services,  would  require  respiratory  care 
as  an  inpatient  in  a  hospital,  skilled  nursing 
facility,  or  intermediate  care  facility,  and 
would  be  eligible  to  have  payment  made  for 
such  inpatient  care  under  the  State  plan: 

"'(iv)  has  adequate  social  support  services 
to  be  cared  for  at  home:  and 

"(v)  wishes  to  be  cared  for  at  home. 

■"(B)  The  requirements  of  subparagraph 
(A)(ii)  may  be  satisfied  by  a  continuous  stay 
in  one  or  more  hospitals,  skilled  nursing  fa- 
cilities, or  intermediate  care  facilities. 

"(C)  For  purposes  of  this  paragraph,  res- 
piratory care  services  means  services  provid- 
ed on  a  part-time  basis  in  the  home  of  the 
individual  by  a  respiratory  therapist  or 
other  health  care  professional  trained  in 
respiratory  therapy  (as  determined  by  the 
State),  payment  foi-  which  is  not  otherwise 
included  within  other  items  and  services 
furnished  to  such  individual  as  medical  as- 
sistance under  the  plan."". 

(b)  Waiver  of  Comparability.— Section 
1902(a)(10)  of  such  Act  (42  U.S.C. 
1396a(a)(10)),  as  amended  by  sections  641 
and  642  of  this  Act,  is  further  amended,  in 
the  matter  following  subparagraph  (E)— 

(1)  by  striking  ""and""  before  ""(VIII)"  and 
inserting  in  lieu  thereof  a  comma:  and 

(2)  by  inserting  before  the  semicolon  at 
the  end  thereof  the  following:  ",  and  (IX) 


the  making  available  of  respiratory  care 
services  in  accordance  with  subsection  (e)(9) 
shall  not,  by  reason  of  this  paragraph  (10), 
require  the  making  available  of  such  serv- 
ices, or  the  making  available  of  such  services 
of  the  same  amount,  duration,  and  scope,  to 
any  individuals  not  included  under  subsec- 
tion (e)(9)(A),  provided  such  services  are 
made  available  (in  the  same  amount,  dura- 
tion, and  scope)  to  all  individuals  described 
in  such  subsection". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  services 
furnished  on  or  after  October  1,  1986. 

SEC.  644.  HOLD-HARMLESS  PROVISION  FOR 
CHANGE  IN  FEDERAL  MEDICAL  AS- 
SISTANCE PERCENTAGE  FOR  PUR- 
POSES OF  MEDICAID  PR(X:RAM. 

(a)  In  General.— Section  9528  of  the  Con- 
solidated Omnibus  Budget  Reconciliation 
Act  of  1985  is  amended  by  adding  at  the  end 
the  following  new  subsection: 

'"(c)  Hold-Harmless  Provision.— Notwith- 
standing subsection  (b),  for  calendar  quar- 
ters occurring  during  fiscal  year  1987  and 
only  for  purposes  of  making  payment  to  a 
State  under  section  1903  of  the  Social  Secu- 
rity Act,  the  amendments  made  by  subsec- 
tion (a)  shall  not  apply  to  a  State  if  the 
effect  of  applying  the  amendments  would  be 
to  reduce  the  amount  of  payment  made  to 
the  State  under  that  section."". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  be  effective  as 
though  it  had  been  included  in  the  Consoli- 
dated Omnibus  Budget  Reconciliation  Act 
of  1985  at  the  time  of  its  enactment. 

SEC.  645.  NEW  JERSEY  RESPITE  CARE  PILOT 
PROJECT. 

(a)  Establishment.— The  Secretary  of 
Health  and  Human  Services  (in  this  section 
referred  to  as  the  "Secretary"")  shall  enter 
into  an  agreement  with  the  State  of  New 
Jersey  for  the  purpose  of  conducting  a  pilot 
project  (in  this  section  referred  to  as  the 
project)  under  title  XIX  of  the  Social  Secu- 
rity Act  for  providing  respite  care  services 
for- 

(1)  elderly  and  disabled  individuals  eligible 
for  benefits  under  such  title,  and 

(2)  other  elderly  and  disabled  individuals, 
for  whom  such  services  are  not  otherwise 
reasonably  and  actually  available  or  provid- 
ed, and  who  would  be  reasonably  anticipat- 
ed to  require  institutional  care  without  the 
availability  of  such  services. 

(b)  Conditions.— The  agreement  with  the 
Secretary  under  this  section  shall— 

(1)  provide  that  the  project  shall  be  ad- 
ministered by  a  State  health  services  agency 
designated  for  such  purpose  by  the  Gover- 
nor (which  may  be  the  State  agency  admin- 
istering or  responsible  for  the  administra- 
tion of  the  State  plan  for  medical  assistance 
under  title  XIX  of  the  Social  Security  Act): 

(2)  provide  that  the  agency  designated 
shall,  to  the  maximum  extent  feasible,  ar- 
range for  coordinating  its  activities  under 
the  agreement  with  activities  of  other  State 
agencies  having  related  responsibilities: 

(3)  provide  that  respite  care  services  pro- 
vided under  the  project  to  individuals  speci- 
fied in  subsection  (a)(2)  shall  be  available 
without  regard  to  the  income  of  the  individ- 
ual requiring  such  services,  but  that  a  rea- 
sonable fee  will  be  charged  (on  a  sliding- 
scale  basis  related  to  income)  for  services 
provided  to  individuals  who  have  income  (as 
determined  in  accordance  with  a  methodolo- 
gy designated  by  the  State)  in  excess  of  the 
income  standard  established  by  the  State 
pursuant  to  section  1902(a)(10)(C)(i)(III)  of 
the  Social  Security  Act: 

(4)  provide  that,  in  making  respite  care 
services  available  to  individuals  specified  in 


subsection  (a)(2),  special  priority  will  be 
given  to  individuals  who  would  be  eligible 
for  benefits  under  title  XIX  of  the  Social 
Security  Act  upon  institutionalization: 

(5)  provide  for  a  system  of  continuing  in- 
dependent professional  review  by  an  appro- 
priate panel,  which  is  not  affiliated  with  the 
entity  providing  the  services  involved,  to 
assure  that  respite  care  services  provided 
only  to  individuals  reasonably  determined 
to  be  in  need  of  such  services: 

(6)  provide  for  evaluation  of  the  project 
and  review  of  all  agencies  providing  services 
under  the  project: 

(7)  submit  periodic  reports  to  the  Secre- 
tary as  he  may  require:  and 

(8)  meet  such  other  requirements  as  the 
Secretary  may  establish  for  the  proper  and 
efficient  implementation  of  the  project. 

(c)  Definition.— For  purposes  of  this  sec- 
tion, the  term  "respite  care  services"  shall 
include— 

(1)  short-term  and  intermittent— 

(A)  companion  or  sitter  services  (paid  as 
well  as  volunteer), 

(B)  homemaker  and  personal-care  serv- 
ices, 

(C)  adult  day  care, 

(D)  inpatient  care,  and 

(E)  emergency  respite:  and 

(2)  peer  support  and  training  for  family 
caregivers. 

(d)  Payments.— The  agreement  under  this 
section  shall  be  entered  into  between  the 
Secretary  and  the  State  agency  designated 
by  the  Governor.  Under  such  agreement  the 
Secretary  shall  pay  to  the  State,  as  an  addi- 
tional payment  under  section  1903  of  the 
Social  Security  Act  for  each  quarter,  an 
amount  equal  to  50  percent  of  the  reasona- 
ble costs  incurred  (less  the  Federal  share  of 
any  related  fees  collected)  by  such  State 
during  such  quarter  in  carrying  out  the 
project  under  this  section.  The  Federal  pay- 
ment shall  not  exceed  $1,000,000  for  fiscal 
year  1987,  and  $2,000,000  for  each  of  the 
fiscal  years  1988,  1989,  and  1990.  No  pay- 
ments shall  be  made  pursuant  to  this  sec- 
tion for  any  fiscal  year  beginning  after  Sep- 
tember 30,  1990. 

(e)  Duration.— The  project  under  this  sec- 
tion shall  be  of  a  maximum  duration  of  four 
years,  plus  an  additional  time  period  of  up 
to  six  months  for  final  evaluation  and  re- 
porting. 

(f)  Reports.— The  Secretary  shall  submit 
annual  reports  to  the  Congress  evaluating 
the  project  carried  out  under  this  section, 
and  shall  submit  a  final  report  to  the  Con- 
gress not  more  than  six  months  after  receiv- 
ing the  final  report  from  the  State  partici- 
pating in  such  project. 

(g)  Waivers.— The  Secretary  shall  and  is 
hereby  authorized  to,  waive  such  require- 
ments, including  formal  solicitation  and  ap- 
proval requirements,  as  will  further  the  ex- 
peditious and  effective  implementation  of 
this  section. 

SEC.    646.    OPTIONAL    PRESIMPTIVE    ELIGIBILITY 
PERIOD  FOR  PREGNANT  WOMEN. 

(a)  State  Option.— Section  1902(a)  of  such 
Act  (42  U.S.C.  1396a(a))  is  amended— 

(1)  by  striking  "and"  at  the  end  of  para- 
graph (45), 

(2)  by  striking  the  period  at  the  end  of 
paragraph  (46)  and  inserting  in  lieu  thereof 
•":  and"',  and 

(3)  by  adding  at  the  end  the  following: 
"(47)  at  the  option  of  the  State,  provide 

for  making  ambulatory  prenatal  care  avail- 
able to  pregnant  women  during  a  presump- 
tive eligibility  period  in  accordance  with  sec- 
tion 1920.". 
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(b)  Presumptive  Eligibility.— Title  XIX 
of  the  Social  Security  Act  is  amended  by  re- 
designating section  1920  as  section  1921  and 
inserting  after  section  1919  the  following 
new  section: 

" PRESUMPTIVE  ELIGIBILITY  FOR  PREGNANT 
WOMEN 

■Sec.  1920.  (a)  A  State  plan  approved 
under  section  1902  may  provide  for  making 
ambulatory  prenatal  care  available  to  a 
pregnant  woman  during  a  presumptive  eligi- 
bility period. 

"(b)  For  purposes  of  this  section— 

"(1)  the  term  'presumptive  eligibility 
period'  means,  with  respect  to  a  pregnant 
woman,  the  period  that— 

■•(A)  begins  with  the  date  on  which  a 
qualified  provider  determines,  on  the  basis 
of  preliminary  information,  that  the  family 
income  of  the  woman  does  not  exceed  the 
applicable  income  level  of  eligibility  under 
the  State  plan,  and 

"(B)  ends  with  (and  includes)  the  earlier 
of- 

"(i)  the  day  on  which  a  determination  is 
made  with  respect  to  the  eligibility  of  the 
woman  for  medical  assistance  under  the 
State  plan,  or 

"(ii)  the  day  that  is  45  days  after  the  date 
on  which  the  provider  makes  the  determina- 
tion referred  to  in  subparagraph  (A);  and 

■■(2)  the  term  'qualified  provider'  means 
any  provider  that— 

"(A)  is  eligible  for  payments  under  a  State 
plan  approved  under  this  title. 

"(B)  provides  services  of  the  type  de- 
scribed in  subparagraph  (A)  or  (B)  of  sec- 
tion 1905(a)(2)  or  in  section  1905ta)(9). 

"(C)  is  determined  by  the  State  agency  to 
be  capable  of  making  determinations  of  the 
type  described  in  paragraph  (1)(A).  and 

"(D)(i)  receives  funds  under— 

"(I)  section  329  or  section  330  of  the 
Public  Health  Service  Act.  or 

"(II)  title  Vof  this  Act: 

"(ii)  participates  in  a  program  established 
under- 

■•(I)  section  17  of  the  Child  Nutrition  Act 
of  1966.  or 

"(II)  section  4(a)  of  the  Agriculture  and 
Consumer  Protection  Act  of  1973:  or 

"(iii)  participates  in  a  State  perinatal  pro- 
gram. 

"(c)(1)  The  State  agency  shall  provide 
qualified  providers  with— 

"(A)  such  forms  as  are  necessary  for  a 
pregnant  woman  to  make  application  for 
medical  assistance  under  the  State  plan,  and 

"(B)  information  on  how  to  assist  such 
women  in  completing  and  filing  such  forms. 
(2)  A  qualified  provider  that  determines 
under  subsection  (b)(1)(A)  that  a  pregnant 
woman  is  presumptively  eligible  for  medical 
assistance  under  a  State  plan  shall— 

"(A)  notify  the  State  agency  of  the  deter- 
mination within  5  working  days  after  the 
date  on  which  determination  is  made,  and 

"(B)  inform  the  woman  at  the  time  the 
determination  is  made  that  she  is  required 
to  make  application  for  medical  assistance 
under  the  State  plan  within  14  calendar 
days  after  the  date  on  which  the  determina- 
tion is  made. 

"(3)  A  pregnant  woman  who  is  determined 
by  a  qualified  provider  to  be  presumptively 
eligible  for  medical  assistance  under  a  State 
plan  shall  make  application  for  medical  as- 
sistance under  such  plan  within  14  calendar 
days  after  the  date  on  which  the  determina- 
tion is  made. 

"(d)  Notwithstanding  any  other  provision 
of  this  title,  ambulatory  prenatal  care 
that— 

"(I)  is  furnished  to  a  pregnant  woman— 


"(A)  during  a  presumptive  eligibility 
period, 

"(B)  by  a  qualified  provider:  and 
"(2)  is  included  in  the  care  and  services 
covered  by  a  State  plan; 
shall  be  treated  as  medical  assistance  pro- 
vided by  such  plan  for  purposes  of  section 
1903.". 

(c)  Conforming  Change.— Section 
1903(u)(l)(D)  of  such  Act  (42  U.S.C. 
1396b(u)(l)(D))  is  amended  by  adding  at  the 
end  the  following: 

"(v)  In  determining  the  amount  of  errone- 
ous excess  payments,  there  shall  not  be  in- 
cluded any  erroneous  payments  made  for 
ambulatory  prenatal  care  provided  during  a 
presumptive  eligibility  period  (as  defined  in 
section  1920(b)(1)).". 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  ambula- 
tory prenatal  care  furnished  in  calendar 
quarters  beginning  on  or  after  April  1,  1987. 

Subtitle  C — Miscellaneous  Provisions 

SEC.  SSL  REQL'IRKMENT  OF  STATITORILY  PRE- 
SCRIBED PROCEniRE  TO  PROHIBIT 
RETROACTIVE  MODIFK  ATION  OF 
CHILD  SI  PPORT  ARREARACiES. 

(a)  In  General.— Section  466(a)  of  the 
Social  Security  Act  (42  U.S.C.  666(a))  is 
amended  by  inserting  between  paragraph 
(8)  and  the  matter  following  paragraph  (8). 
the  following: 

"(9)  Procedures  which  insure  that  each 
obligation  under  any  child  support  order, 
whether  such  order  was  issued  in  such  State 
or  in  another  State,  is  fully  enforceable  and 
entitled  to  full  faith  and  credit  on  and  after 
the  date  such  obligation  becomes  due  and  is 
not  subject  to  retroactive  modification, 
except  that  such  procedures  may  permit 
modification  with  respect  to  any  period 
during  which  there  is  pending  an  active  ap- 
plication for  modification  but  only  from  the 
date  that  notice  of  such  application  has 
been  given  to  the  obligee  and  to  the  court  or 
other  entity  which  issued  such  order.'. 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  be  effective 
with  respect  to  any  State  ninety  days  after 
the  close  of  the  first  legislative  session  of 
such  State  which  ends  at  least  sixty  days 
after  the  date  of  enactment  of  this  Act. 

SEC.  652.  HOLD-HARMLESS  PROVISIO.N  FOR 
CHANC:E  in  FEDERAL  MEDICAL  AS- 
SISTANCE  PERCESTAC;E  FOR  Pl'R. 
POSES  OF  AFDC  PROCiRAM. 

(a)  In  General.— Section  9528(c)  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  of  1985.  as  added  by  section  644  of 
this  Act.  is  amended  by  striking  "section 
1903"  and  inserting  in  lieu  thereof  "sections 
403  and  1903  ". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  be  effective  as 
though  it  had  been  included  in  the  Consoli- 
dated Omnibus  Budget  Reconciliation  Act 
of  1985  at  the  time  of  its  enactment. 

SEC.  6.S3.  REVENl  E  SHARING  PAY.MENTS. 

Notwithstanding  section  6702(b)  of  title 
31,  United  States  Code,  the  Secretary  of  the 
Treasury  shall  make  the  installment  pay- 
ment of  revenue  sharing  funds  under  chap- 
ter 67  of  such  title  that  is  otherwise  re- 
quired to  be  paid  on  or  before  October  5, 
1986,  by  no  later  than  September  30,  1986. 

TITLE  Vl-A— CO.MMITTEE  ON  FINANCE: 
REVENUE  PROVISIONS 
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Sec.  661.  Medicare  coverage  of,  and  applica- 
tion of  hospital  insurance  tax 
to.  all  State  and  local  govern- 
ment employees. 


Sec.  662.  Medicare  coverage  of,  and  applica- 
tion of  hospital  insurance  tax 
to,  all  State  and  local  govern- 
ment employees. 

Sec.  663.  Certain  excise  tax  deposits  acceler- 
ated. 

Sec.  664.  Increases  in  certain  penalties. 

Sec.  665.  Appropriations  for  IRS  enforce- 
ment. 

SEC.  S61.  MEDICARE  COVERAGE  OF.  AND  APPLICA- 
TION OF  HOSPITAL  INSURANCE  TAX 
TO.  ALL  STATE  AND  LOCAL  GOVERN- 
MENT EMPLOYEES. 

(a)  Application  of  Hospital  Insurance 
Tax  to  All  State  and  Local  Government 
Employees.— 

(1)  In  general.— Paragraph  (2)  of  section 
3121(u)  of  the  Internal  Revenue  Code  of 
1954  (relating  to  application  of  hospital  in- 
surance tax  to  Federal,  State,  and  local  em- 
ployment) is  amended  by  striking  subpara- 
graphs (C)  and  (D). 

(2)  Conforming  amendment.— Subpara- 
graph (A)  of  section  3121(u)(2)  of  such  Code 
(relating  to  State  and  local  employment)  is 
amended  by  striking  "subparagraphs  (B) 
and  (C)"  and  inserting  in  lieu  thereof  "sub- 
paragraph (B)". 

(3)  Technical  amendment.— Clause  (i)  of 
section  3121(u)(2)(B)  of  such  Code  (relating 
to  exception  for  certain  services)  is  amend- 
ed- 

(A)  by  striking  "or"  at  the  end  of  sub- 
clause (III). 

(B)  by  striking  the  period  at  the  end  of 
subclause  (IV)  and  inserting  in  lieu  thereof 

'.  or",  and 

(C)  by  adding  at  the  end  thereof  the  fol- 
lowing: 

"(V)  by  an  election  official  or  election 
worker  if  the  remuneration  paid  in  a  calen- 
dar year  for  such  service  is  less  than  $100.". 

(b)  Entitlement  to  Hospital  Insurance 
Benefits.— 

(1)  In  general.- Section  210(p)  of  the 
Social  Security  Act  is  amended  by  striking 
paragraphs  (3)  and  (4). 

(2)  Conforming  amendment.— Subpara- 
graph (B)  of  section  210(p)(l)  of  such  Act  is 
amended  by  striking  "paragraphs  (2)  and 
(3)"  and  inserting  in  lieu  thereof  '"para- 
graph (2)"". 

(3)  Technical  amendment.— Paragraph  (2) 
of  section  210(p)  of  such  Act  is  amended— 

(A)  by  striking  "or  '  at  the  end  of  subpara- 
graph (C), 

(B)  by  striking  the  period  at  the  end  of 
subparagraph  (D)  and  inserting  in  lieu 
thereof  "".  or",  and 

(C)  by  inserting  after  subparagraph  (D) 
and  before  the  matter  following  such  sub- 
paragraph the  following  new  subparagraph: 

"(E)  by  an  election  official  or  election 
worker  if  the  remuneration  paid  in  a  calen- 
dar year  for  such  service  is  less  than  $100.". 

(c)  Termination  of  Optional  Coverage.— 
Subsection  (v)  of  section  218  of  the  Social 
Security  Act  is  repealed. 

(d)  Effective  Dates.— 

( 1 )  Hospital  insurance  taxes.— Except  as 
provided  in  paragraph  (4),  the  amendments 
made  by  subsection  (a)  shall  apply  to  service 
performed  after  April  30,  1987. 

(2)  Medicare  coverage.— 

(A)  In  general.- Except  as  provided  in 
paragraph  (4),  the  amendments  made  by 
subsection  (b)  shall  take  effect  after  April 
30,  1987. 

(B)  Treatment  of  certain  disabilities.— 
For  purposes  of  establishing  entitlement  to 
hospital  insurance  benefits  under  part  A  of 
title  XVIII  of  the  Social  Security  Act  pursu- 
ant to  the  amendments  made  by  subsection 
(b)  or  the  provisions  of  subsection  (e),  on 
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the  basis  of  medicare  qualified  government 
employment  (as  defined  in  section 
210(p)(I)(B)  of  such  Act),  no  individual  may 
be  considered  to  be  under  a  disability  for 
any  period  beginning  before  May  1,  1987. 

(3)  Termination  or  optional  coverage.— 
The  amendment  made  by  subsection  (c) 
shall  take  effect  after  April  30. 1987. 

(4)  Election  worker  exception.— The 
amendments  made  by  subsections  (a)(3)  and 
(b)(3)  shairtake  effect  as  if  included  in  the 
enactment  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985. 

(e)  Transitional  Provisions.— 

(1)  In  general.— For  purposes  of  sections 
226.  226A,  and  1811  of  the  Social  Security 
Act,  in  the  case  of  any  individual  who— 

(A)  performs  service  during  May  1987 
which  constitutes  medicare  qualified  gov- 
ernment employment  (as  defined  in  section 
2 10(  p )( 1 )( B )  of  such  Act ).  and 

(B)  performed  service  before  May  1,  1987, 
which  would  constitute  such  medicare  quali- 
fied goverrunent  employment  if  performed 
after  May  1,  1987, 

such  individual's  State  and  local  govern- 
ment employment  performed  before  May  1. 
1987,  shall  be  considered  to  be  'employ- 
ment" (as  defined  for  purposes  of  title  II  of 
such  Act),  but  only  for  the  purpose  of  pro- 
viding the  individual  (or  another  person) 
with  entitlement  to  hospital  insurance  bene- 
fits under  part  A  of  title  XVIII  of  such  Act. 

(2)  Appropriations.— There  are  author- 
ized to  be  appropriated  to  the  Federal  Hos- 
pital Insurance  Trust  Fund  from  time  to 
time  such  sums  as  the  Secretary  of  Health 
and  Human  Services  deems  necessary  for 
any  fiscal  year,  on  account  of — 

(A)  payments  made  or  to  be  made  during 
such  fiscal  year  from  such  Trust  Fund  with 
respect  to  individuals  who  are  entitled  to 
benefits  under  title  XVIII  of  the  Social  Se- 
curity Act  solely  by  reason  of  paragraph  (1) 
of  this  subsection, 

(B)  the  additional  administrative  expenses 
resulting  or  expected  to  result  therefrom, 
and 

(C)  any  loss  in  interest  to  such  Trust  Fund 
resulting  from  the  payment  of  those 
amounts, 

in  order  to  place  such  Trust  Fund  in  the 
same  position  at  the  end  of  such  fiscal  year 
as  it  would  have  been  in  if  this  subsection 
had  not  been  enacted. 

SEC.  8«2.  DEPOSITS  OF  SOCIAL  SECURITY  CONTRI- 
BUTIONS BY  state  and  local  GOV- 
ERNMENT EMPLOYERS. 

(a)  Returns  and  Pavments.— (1)  Subchap- 
ter C  of  chapter  21  of  the  Internal  Revenue 
Code  of  1954  is  amended  by  redesignating 
section  3126  as  section  3127,  and  by  insert- 
ing after  section  3125  the  following  new  sec- 
tion: 

-SEC.  3126.  return  AND  PAYMENT  BY  GOVERN- 
MENTAL EMPLOYER. 

"If  the  employer  is  a  State  or  political 
subdivision  thereof,  or  an  agency  or  instru- 
mentality of  any  one  or  more  of  the  forego- 
ing, the  return  of  the  amount  deducted  and 
withheld  upon  any  wages  under  section  3101 
and  the  amount  of  the  tax  imposed  by  sec- 
tion 3111  may  be  made  by  an  officer  or  em- 
ployee of  such  State  or  political  subdivision 
or  such  agency  or  instrumentality,  as  the 
case  may  be,  having  control  of  the  payment 
of  such  wages,  or  appropriately  designated 
for  that  purpose.". 

(2)  The  table  of  sections  for  subchapter  C 
of  chapter  21  of  such  Code  is  amended  by 
striking  out  the  last  item  and  inserting  in 
lieu  thereof  the  following: 
"Sec.  3126.  Return  and  payment  by  govern- 
mental employer. 


"Sec.  3127.  Short  title.". 

(b)  Treatment  or  Service  Under  Section 
218  Agreements  as  Employment  Performed 
BY  Employees.- 

(1)  Service  treated  as  employment.— (A) 
Section  3121(b)(7)  of  such  Code  is  amend- 
ed- 

(i)  by  striking  out  ";  or"  at  the  end  of  sub- 
paragraph (C)  and  inserting  in  lieu  thereof 
a  comma: 

(ii)  by  striking  out  the  semicolon  at  the 
end  of  subparagraph  (D)  and  inserting  in 
lieu  thereof  ",  or  ",  and 

(iii)  by  adding  after  subparagraph  (D)  the 
following  new  subparagraph: 

"(E)  service  included  under  an  agreement 
entered  into  pursuant  to  section  218  of  the 
Social  Security  Act;". 

(B)  Section  1402(b)  of  such  Code  is 
amended  by  striking  out  "under  an  agree- 
ment entered  into  pursuant  to  the  provi- 
sions of  section  218  of  the  Serial  Security 
Act  (relating  to  coverage  of  State  employ- 
ees), or"  in  the  flush  sentence  imrriediately 
following  paragraph  (2). 

(2)  Individual  performing  services  treat- 
ed AS  employee.— (A)  Section  3121(d)  of  such 
Code  is  amended  by  redesignating  para- 
graph (3)  as  paragraph  (4).  and  by  inserting 
after  paragraph  (2)  the  following  new  para- 
graph: 

"(3)  any  individual  who  performs  services 
that  are  included  under  an  agreement  en- 
tered into  pursuant  to  section  218  of  the 
Social  Security  Act;  or". 

(B)  Section  3306(i)  of  such  Code  is  amend- 
ed by  striking  out  "subparagraphs  (B)  and 
(C)  of  paragraph  (3) '  and  inserting  in  lieu 
thereof  "paragraph  (3)  and  subparagraphs 
(B)  and  (Oof  paragraph  (4)". 

(c)  Conforming  Amendments  in  Social 
Security  Act.— (1)  Subsections  (e),  (h),  (i), 
(j),  (q),  (r),  (s),  and  (t)  of  section  218  of  the 
Social  Security  Act  are  repealed;  and  subsec- 
tions (f),  (g),  (k),  (1).  (m),  (n),  (o),  (p),  and 
(u)  of  such  section  are  redesignated  as  sub- 
sections (e),  (f),  (g),  (h),  (i),  (j),  (k),  (1).  and 
(m),  respectively. 

(2)(A)  Section  205(c)(l)(D)(i)  of  such  Act 
is  amended  by  inserting  "(as  in  effect  prior 
to  December  31,  1986)"  after  "section 
218(e)". 

(B)  Section  205(c)(5)(F)(iii)  of  such  Act  is 
amended— 

(i)  by  inserting  "(as  In  effect  prior  to  De- 
cember 31,  1986)"  after  "section  218",  and 

(ii)  by  inserting  "(as  so  in  effect)"  after 
"subsection  (q)  of  such  section". 

(C)  Section  218(d)(6)  of  such  Act  is 
amended— 

(i)  by  striking  out  "subsection  (f)"  in  sub- 
paragraph (A)  and  inserting  in  lieu  thereof 
"subsection  (e)".  and 

(ii)  by  striking  out  "subsection  (f)(1)"  in 
subparagraph  (F)  and  inserting  in  lieu 
thereof  "subsection  (e)(1)". 

(D)  Section  218(d)(8)(D)  of  such  Act  is 
amended  by  striking  out  "subsection  (p)" 
and  inserting  in  lieu  thereof  "subsection 
(1)". 

(E)  Section  218(e)(1)  of  such  Act  (as  redes- 
ignated by  paragraph  (1)  of  this  subsection) 
is  amended  by  striking  out  "Except  as  pro- 
vided in  subsection  (e)(2),  any  agreement" 
and  inserting  in  lieu  thereof  "Any  agree- 
ment". 

(F)  Section  24(a)(2)(B)  of  such  Act  is 
amended  by  striking  out  "section  218(k)" 
and  inserting  in  lieu  thereof  "section 
218(g)". 

(d)  Effective  Date.— The  amendments 
made  by  this  section  are  effective  with  re- 
spect to  payments  due  with  respect  to  wages 
paid   after   December   31,    1986.    including 


wages  paid  after  such  date  by  a  State  (or  po- 
litical subdivision  thereof)  that  modified  its 
agreement  pursuant  to  the  provisions  of  sec- 
tion 218(e)(2)  of  the  Social  Security  Act 
prior  to  the  date  of  the  enactment  of  this 
Act;  except  that  in  cases  where,  in  accord- 
ance with  the  currently  applicable  schedule, 
deposits  of  taxes  due  under  an  agreement 
entered  into  pursuant  to  section  218  of  the 
Social  Security  Act  would  be  required 
within  3  days  after  the  close  of  an  eighth- 
monthly  period,  such  3-day  requirement 
shall  be  changed  to  a  7-day  requirement  for 
wages  paid  prior  to  October  1.  1987,  and  to  a 
5-day  requirement  for  wages  paid  after  Sep- 
tember 30,  1987,  and  prior  to  October  1, 
1988.  For  wages  paid  prior  to  October  1, 
1988,  the  deposit  schedule  for  taxes  imposed 
under  sections  3101  and  3111  shall  be  deter- 
mined separately  from  the  deposit  schedule 
for  taxes  withheld  under  section  3402  if  the 
taxes  imposed  under  sections  3101  and  3111 
are  due  with  respect  to  service  included 
under  an  agreement  entered  into  pursuant 
to  section  218  of  the  Social  Security  Act. 

SEC.  663.  CERTAIN  EXCISE  TAX  DEPOSITS  ACCEL- 
ERATED. 

(a)  Tobacco.— Subsection  (b)  of  section 
5703  of  the  Internal  Revenue  Code  of  1954 
(relating  to  method  of  payment  of  tax)  is 
amended  by  striking  out  paragraph  (2)  and 
inserting  in  lieu  thereof  the  following  new 
paragraph: 

"(2)  Time  for  payment  or  taxes.— 
'(A)  In  general.— In  the  case  of  taxes  on 
tobacco  products  and  cigarette  papers  and 
tubes  removed  during  any  semimonthly 
period,  the  last  day  for  the  payment  of  such 
taxes  shall  be  the  14th  day  after  the  last 
day  of  such  semimonthly  period. 
"(B)  Special  rule  where  uth  day  falls 

ON    SATURDAY,    SUNDAY.    OR    HOLIDAY.— If.    bUt 

for  this  subparagraph,  the  due  date  under 
paragraph  (1)  would  fall  on  a  Saturday. 
Sunday,  or  a  Federal  holiday,  such  due  date 
shall  be  the  immediately  preceding  day 
which  is  not  a  Saturday.  Sunday,  or  such  a 
holiday." 

(b)  Distilled  Spirits.— Section  5061  of 
the  Internal  Revenue  Code  of  1954  (relating 
to  method  of  collecting  Ux)  is  amended  by 
redesignating  subsection  (e)  as  subsection 
(f)  and  by  inserting  after  subsection  (d)  the 
following  new  subsection: 

"(e)  Time  for  Payment  of  Taxes  on  Dis- 
tilled Spirits.— 

"(1)  IM  general. —If— 

"(A)  any  tax  is  imposed  on  distilled  spirite  . 
under  this  part,  and 

"(B)  such  distilled  spirits  are  withdrawn 
under  bond  for  deferred  payment  of  tax  or 
from  bonded  premises  (including  customs 
custody). 

the  last  day  for  payment  of  such  tax  shall 
be  the  14th  day  after  the  last  day  of  the 
semimonthly  period  during  which  such 
withdrawal  occurred. 

"(2)  Exception  where  earlier  payment 
REQUIRED.- Paragraph  ( 1 )  shall  not  apply  to 
any  tax  imposed  on  distilled  spirits  if  the 
due  date  for  the  payment  of  such  tax  is  ear- 
lier under  subsection  (b). 

"(3)  Special  rule  where  mth  day  falls 

ON  SATURDAY.  SUNDAY.  OR  HOLIDAY.— If.  but 

for  this  paragraph,  the  due  date  under  para- 
graph (1)  would  fall  on  a  Saturday,  Sunday, 
or  a  Federal  holiday,  such  due  date  shall  be 
the  immediately  preceding  day  which  is  not 
a  Saturday.  Sunday,  or  such  a  holiday." 

(c)  Effective  Date.— 

(1)  In  general.— The  amendments  made 
by  this  section  shall  apply  to  taxes  paid 
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after  September  30.  1986,  for  semimonthly 
periods  ending  on  or  after  such  date. 
(2)  Special  rule  for  semimonthly  period 

EITDING  SEPTEMBER  15,  1986.— With  respeCt  tO 

remittances  for  taxes  imposed  on  tobacco 
products  and  cigarette  papers  and  tubes 
under  section  5701  of  the  Internal  Revenue 
Code  of  1954  for  the  semimonthly  period 
ending  on  September  15,  1986,  the  last  day 
for  such  remittances  shall  be  October  14. 
1986. 

SEC.  (64.  INCREASES  IN  CERTAIN  PENALTIES. 

(a)  AccREGATE  Negligence  and  Substan- 
tial Understatement  Penalties  Not  To  Be 
Less  Than  25  Percent.— 

(1)  In  general.— Subchapter  A  of  chapter 
68  of  subtitle  P  (relating  to  additions  to  tax) 
is  amended  by  redesignating  section  6662  as 
section  6663  and  by  inserting  after  section 
6661  the  following  new  section: 

"SEC.  CMZ.  aggregate  PENALTY  ON  CERTAIN  IN- 
DERPAY.MENTS  NOT  TO  BE  LESS  THAN 
25  PERCENT. 

"(a)  General  Rule.— If  there  is  a  tax  im- 
posed under  section  6653(a)  or  6661.  or  both, 
on  any  portion  of  the  underpayment  or  un- 
derstatement, then  there  is  hereby  imposed 
a  tax  equal  to  the  excess  (if  any)  of— 

"(1)  25  percent  of  the  amount  of  such  por- 
tion, over 

■"(2)  the  aggregate  amount  of  taxes  im- 
posed under  sections  6653(a)  and  6661  on 
such  portion. 

"(b)  Definition.— For  purposes  of  this 
section,  the  terms  underpayment"  and  'un- 
derstatement' have  the  meanings  given  such 
terms  by  section  6653(c)(1)  and  6661(b)(2). 
respectively." 

(b)  Increase  in  Tax  on  Failure  To  Make 
Deposit  of  Taxes.— Section  6656(a)  (relat- 
ing to  underpayment  of  deposits)  is  amend- 
ed by  striking  out  "5  percent"  and  inserting 
in  lieu  thereof  "10  percent". 

(c)  Conforming  Amendments.— The  table 
of  sections  for  subchapter  A  of  chapter  68 
of  subt  tie  F  is  amended  by  striking  out  the 
item  relating  to  section  6662  and  inserting 
in  lieu  thereof  the  following  new  items: 

"Sec.  6662.  Aggregate  penalty  on  certain  un- 
derpayments not  to  be  less 
than  25  percent. 

"Sec.  6663.  Applicable  rules." 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  penalties 
assessed  after  the  date  of  enactment  of  this 
Act. 

SEC.  S65.  APPROPRIATIONS  FOR  IRS  ENFORCE- 
MENT. 

The  conference  agreement  on  the  appro- 
priations measure  providing  funding  for  the 
Internal  Revenue  Service  for  the  fiscal  year 
ending  September  30.  1987.  will  include  the 
following  funding  levels:  for  "Salaries  and 
Expenses".  $95,147,000:  for  "Processing  Tax 
Returns".  $1,332,902,000:  for  "Examinations 
and  Appeals",  $1,623,162,000:  and  for  In- 
vestigation, Collection,  and  Taxpayer  Serv- 
ice", $1,196,581,000:  Provided.  That  the  allo- 
cation to  the  Senate  Committee  on  Appro- 
priations pursuant  to  section  302(a)  of  the 
Budget  Act.  as  amended,  under  Senate  Con- 
current Resolution  120,  the  concurrent  reso- 
lution on  the  budget  for  fiscal  year  1987,  is 
increased  by  $300,000,000  in  both  new 
budget  authority  and  outlays. 

TITLE  VII— GOVERNMENTAL  AFFAIRS 

PART  A— POSTAL  SERVICE  MATTERS 

SEC.  781.  METHOD  OF  COMPETING  FORGONE  REVE- 
NIE  RESILTING  FROM  REDl'CED 
POSTAGE  RATES. 

(a)  In  General.— Section  3626  of  title  39. 
United  States  Code,  is  amended  by  adding 


at  the  end  thereof  the  following  new  subsec- 
tion: 

"(i)(l)  For  the  purposes  of  this  subsec- 
tion— 

'"(A)  the  term  "regular  rate  category  of 
mail'  means  a  class  of  mail  or  kind  of  mailer 
which  is  not  covered  by  the  provisions  of 
law  referred  to  in  section  2401(c)  of  this 
title:  and 

"(B)  the  term  "reduced  rate  category  of 
mail'  means  a  class  of  mail  or  kind  of  mailer 
for  which  rate  schedules  are  established 
pursuant  to  subsection  (a)  of  this  section. 

"(2)  The  assumption  prescribed  in  para- 
graph (3)  shall  be  used  for  the  purposes  of— 

"(A)  distinguishing  the  costs  expected  to 
be  recovered  under  this  subchapter  from 
rates  and  fees  charged  for  reduced  rate  cate- 
gories of  mail  from  the  costs  expected  to  be 
recovered  under  this  subchapter  from  rates 
and  fees  charged  for  regular  rate  categories 
of  mail:  and 

"(B)  determining  the  amount  of  any  ap- 
propriation to  be  requested  for  a  fiscal  year 
under  section  2401(c)  of  this  title  with  re- 
spect to  the  reduced  rate  categories  of  mail. 

"(3)  For  the  purposes  stated  in  paragraph 
(2)  of  this  subsection,  it  shall  be  assumed 
that  the  total  amount  of  postage  and  appro- 
priations expected  to  be  received  with  re- 
spect to  each  reduced  rate  category  of  mail 
bears  the  .same  ratio  to  the  costs  attributed 
(pursuant  to  subsection  (a))  to  each  reduced 
rate  category  of  mail  as  the  amount  of  the 
revenues  expected  to  be  received  from  the 
use  of  the  most  closely  corresponding  regu- 
lar rate  category  of  mail  (as  estimated  in  de- 
termining the  rates  for  such  category)  bears 
to  the  costs  attributed  (pursuant  to -section 
3622(b)(3)  of  this  title)  to  that  category. ". 

(b)  Conforming  Amendment.— Section 
2401(c)  of  title  39,  United  States  Code,  is 
amended  by  inserting  "(a)-(h)"  after  '3626" 
in  the  first  sentence. 

(c)  Effective  Date.— The  amendments 
made  by  subsections  (a)  and  (b)  shall  take 
effect  on  the  earlier  of— 

(1)  January  1.  1989;  or 

(2)  the  effective  date  of  the  first  general 
change  in  postage  rates  and  postal  fees 
taking  effect  under  section  3625  of  title  39, 
United  States  Code,  on  or  after  the  date  of 
the  enactment  of  this  Act. 

PART  B— FEDERAL  EMPLOYEES 
RETIREMENT  SYSTE.M 

SEC.  711.  ELEITIONS  TO  PARTU  IP.ATE  IN  THE  FED- 
ERAL EMPLOYEES"  RETIREMENT 
SYSTEM. 

(a)  Elections  for  Individuals  Subject  to 
THE  Civil  Service  Retirement  and  Disabil- 
ity System.— Section  301(a)  of  the  Federal 
Employees'  Retirement  System  Act  of  1986 
(Public  Law  99-335)  is  amended— 

(1)  by  striking  out  "June  30.  1987."  each 
place  it  appears  in  paragraphs  (1)(A)  and 
(2)(A)  and  inserting  in  lieu  thereof  "March 
31.  1987. ":  and 

(2)  by  striking  out  "July  1.  1987."  in  para- 
graph (1)(B)  and  inserting  in  lieu  thereof 
"April  1.  1987. ". 

(b)  Elections  for  Certain  Individuals 
Serving  Continuously  Since  December  31. 
1983.— Section  301(b)(1)  of  the  Federal  Em- 
ployees' Retirement  System  Act  of  1986 
(Public  Law  99-335)  is  amended  by  striking 
out  "June  30.  1987."  and  inserting  in  lieu 
thereof  "March  31,  1987."". 

(c)  Elections  to  Participate  in  Thrift 
Savings  Plan.— Section  206(b)  of  the  Feder- 
al Ehnployees"  Retirement  System  Act  of 
1986  (Public  Law  99-335)  is  amended  to  read 
as  follows: 

"(b)  Notwithstanding  subsection  (a)(2)  of 
section  8351  of  title  5.  United  States  Code 


(as  added  by  subsection  (a)(1)).  an  election 
may  first  be  made  by  an  employee  of  the 
Fecieral  Government  or  a  Member  of  Con- 
gress under  such  section  during  an  election 
period  prescribed  for  the  purposes  of  this 
subsection  by  the  Executive  Director  of  the 
Federal  Retirement  Thrift  Investment 
Board.  Such  period  shall  begin  on  April  1. 
1987.". 

PART  C— PROGRA.M  CIVIL  FRAl'D 

SEC.  721.  SHORT  TITLE. 

This  part  may  be  cited  as  the  "Program 
Civil  Fraud  Remedies  Act  of  1986". 

SEC.  722.  FINDINGS  AND  PIRPOSES. 

(a)  Findings.— The  Congress  finds  that— 

(1)  false,  fictitious,  and  fraudulent  claims 
and  statements  in  Government  programs 
are  a  serious  problem: 

(2)  false,  fictitious,  and  fraudulent  claims 
and  statements  in  Government  programs 
result  in  the  loss  of  millions  of  dollars  annu- 
ally by  allowing  persons  to  receive  Federal 
funds  to  which  they  are  not  entitled: 

(3)  false,  fictitious,  and  fraudulent  claims 
and  statements  in  Government  programs 
undermine  the  integrity  of  such  programs 
by  allowing  ineligible  persons  to  participate 
in  such  programs:  and 

(4)  present  civil  and  criminal  remedies  for 
such  claims  and  statements  are  not  suffi- 
ciently responsive. 

(b)  Purposes.— The  purposes  of  this  part 
are— 

(1)  to  provide  Federal  agencies  which  are 
the  victims  of  false,  fictitious,  and  fraudu- 
lent claims  and  statements  with  an  adminis- 
trative remedy  to  recompense  such  agencies 
for  losses  resulting  from  such  claims  and 
statements,  to  permit  administrative  pro- 
ceedings to  be  brought  against  persons  who 
make,  present,  or  submit  such  claims  and 
statements,  and  to  deter  the  making,  pre- 
senting, and  submitting  of  such  claims  and 
statements  in  the  future:  and 

(2)  to  provide  due  process  protections  to 
all  persons  who  are  subject  to  the  adminis- 
trative adjudication  of  false,  fictitious,  or 
fraudulent  claims  or  statements. 

SEC.  723.  PROVISION  OF  ADMINISTR.\TIVE  REME 
DIES  FOR  FALSE  CLAIMS  AND  STATE- 
MENTS. 

(a)  Establishment  of  Remedies.— Title  5. 
United  States  Code,  is  amended  by  inserting 
after  chapter  7  the  following  new  chapter: 
"CHAPTER  ,S— ADMINISTRATIVE  REMEDIES 
FOR  FALSE  CLAI.MS  AND  STATE.MENTS 

"Sec. 

"801.  Definitions. 

"802.  False  claims  and  statements:  liability. 
"803.  Hearing  and  determinations. 
"804.  Subpoena  authority. 
"805.  Judicial  review. 

"806.  Collection  of  civil  penalties  and  assess- 
ments. 
"807.  Right  to  setoff. 
•"808.  Limitations. 
"'809.  Regulations. 
"810.  Reports. 
"811.  Effect  on  other  law. 
"'812.  Prohibition  against  delegation. 
"§801.  Derinitions 

""(a)  For  purposes  of  this  chapter- 

"(1)  "authority"  means— 

'"(A)  an  executive  department; 

"'(B)  a  military  department: 

"(C)  an  establishment  (as  such  term  is  de- 
fined in  section  11(2)  of  the  Inspector  Gen- 
eral Act  of  1978)  which  is  not  an  executive 
department:  and 

"(D)  the  United  States  Postal  Service; 

"(2)  'authority  head'  means— 

"(A)  the  head  of  an  authority;  or 
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"(B)  an  official  or  employee  of  the  author- 
ity designated,  in  regulations  promulgated 
by  the  head  of  the  authority,  to  act  on 
behalf  of  the  head  of  the  authority: 

"(3)  'claim'  means  any  request,  demand,  or 
submission— 

"(A)  made  to  an  authority  for  property, 
services,  or  money  (including  money  repre- 
senting grants,  loans,  insurance,  or  bene- 
fiU): 

"(B)  made  to  a  recipient  of  property,  serv- 
ices, or  money  from  an  authority  or  to  a 
party  to  a  contract  with  an  authority— 

"(i)  for  property  or  services  if  the  United 
States— 

"(I)  provided  such  property  or  services; 

"(II)  provided  any  portion  of  the  funds  for 
the  purchase  of  such  property  or  services;  or 

"(III)  will  reimburse  such  recipient  or 
party  for  the  purchase  of  such  property  or 
services;  or 

"(ii)  for  the  payment  of  money  (including 
money  representing  grants,  loans,  insur- 
ance, or  benefits)  if  the  United  States— 

"(I)  provided  any  portion  of  the  money  re- 
quested or  demanded;  or 

"(II)  will  reimburse  such  recipient  or 
party  for  any  portion  of  the  money  paid  on 
such  request  or  demand;  or 

"(C)  made  to  an  authority  which  has  the 
effect  of  decreasing  an  obligation  to  pay  or 
account  for  property,  services,  or  money. 

except  that  such  term  does  not  include  any 
claim  made  in  any  return  of  tax  imposed  by 
the  Internal  Revenue  Code  of  1954; 

"(4)  'hearing  examiner'  means— 

"(A)  in  the  case  of  an  authority  to  which 
the  provisions  of  subchapter  II  of  chapter  5 
of  this  title  apply,  an  administrative  law 
judge  appointed  in  the  authority  pursuant 
to  section  3105  of  this  title  or  detailed  to  the 
authority  pursuant  to  section  3344  of  this 
title;  or 

"(B)  in  the  case  of  an  authority  to  which 
the  provisions  of  such  subchapter  do  not 
apply,  an  officer  or  employee  of  the  author- 
ity who— 

"(i)  is  selected  under  chapter  33  of  this 
title  pursuant  to  the  competitive  examina- 
tion process  applicable  to  administrative  law 
judges; 

"(ii)  is  appointed  by  the  authority  head  to 
conduct  hearings  under  section  803  of  this 
title; 

"(iii)  is  assigned  to  cases  in  rotation  so  far 
as  practicable; 

"(iv)  may  not  perform  duties  inconsistent 
with  the  duties  and  responsibilities  of  a 
hearing  examiner; 

"(V)  is  entitled  to  pay  prescribed  by  the 
Office  of  Personnel  Management  independ- 
ently of  ratings  and  recommendations  made 
by  the  authority  and  in  accordance  with 
chapter  51  of  this  title  and  subchapter  III  of 
chapter  53  of  this  title; 

"(vi)  is  not  subject  to  performance  ap- 
praisal pursuant  to  chapter  43  of  this  title; 
and 

"(vii)  may  be  removed,  suspended,  fur- 
loughed.  or  reduced  in  grade  or  pay  only  for 
good  cause  established  and  determined  by 
the  Merit  Systems  Protection  Board  on  the 
record  after  opportunity  for  hearing  by 
such  Board; 

"(5)  'investigating  official'  means  an  indi- 
vidual who— 

"(A)(i)  in  the  case  of  an  authority  in 
which  an  Office  of  Inspector  General  is  es- 
tablished by  the  Inspector  General  Act  of 
1978  or  by  any  other  Federal  law,  is  the  In- 
spector General  of  that  authority  or  an  offi- 
cer or  employee  of  such  Office  designated 
by  the  Inspector  General; 


"(ii)  in  the  case  of  an  authority  in  which 
an  Office  of  Inspector  General  is  not  estab- 
lished by  the  Inspector  General  Act  of  1978 
or  by  any  other  Federal  law,  is  an  officer  or 
employee  of  the  authority  designated  by  the 
authority  head  to  conduct  investigations 
under  section  803(a)(1)  of  this  title;  or 

"(iii)  in  the  case  of  a  military  department. 
Is  the  Inspector  General  of  the  Department 
of  Defense  or  an  officer  or  employee  of  the 
Office  of  Inspector  General  of  the  Depart- 
ment of  Defense  who  is  designated  by  the 
Inspector  General;  and 

"(B)  who,  if  a  member  of  the  Armed 
Forces  of  the  United  States  on  active  duty, 
is  serving  in  grade  0-7  or  above  or,  if  a  civil- 
ian employee,  is  serving  in  a  position  for 
which  the  rate  of  basic  pay  is  not  less  than 
the  minimum  rate  of  basic  pay  for  grade 
GS-16  or  above  under  the  General  Sched- 
ule; 

"(6)  'knows  or  has  reason  to  know',  for 
purposes  of  establishing  liability  under  sec- 
tion 802,  means  that  a  person,  with  respect 
to  a  claim  or  statement— 

"(A)  has  actual  knowledge  that  the  claim 
or  statement  is  false,  fictitious,  or  fraudu- 
lent; 

"(B)  acts  in  deliberate  ignorance  of  the 
truth  or  falsity  of  the  claim  or  statement;  or 

"(C)  acts  in  reckless  disregard  of  the  truth 
or  falsity  of  the  claim  or  statement. 

"(7)  'person'  means  any  individual,  part- 
nership, corporation,  association,  or  private 
organization; 

"(8)  'reviewing  official'  means  any  officer 
or  employee  of  an  authority— 

"(A)  who  is  designated  by  the  authority 
head  to  make  the  determination  required 
under  section  803(a)(2)  of  this  title; 

"(B)  who.  if  a  member  of  the  Armed 
Forces  of  the  United  States  on  active  duty, 
is  serving  in  grade  0-7  or  above  or,  if  a  civil- 
ian employee,  is  serving  in  a  position  for 
which  the  rate  of  basic  pay  is  not  less  than 
the  minimum  rate  of  basic  pay  for  grade 
GS-16  or  above  under  the  General  Sched- 
ule; and 

"(C)  who  is— 

"(i)  not  subject  to  supervision  by,  or  re- 
quired to  report  to,  the  investigating  offi- 
cial; and 

"(ii)  not  employed  in  the  organizational 
unit  of  the  authority  in  which  the  investi- 
gating official  is  employed;  and 

"(9)  statement'  means  any  written  repre- 
sentation, certification,  affirmation,  docu- 
ment, record,  or  accounting  or  bookkeeping 
entry— 

"(A)  with  respect  to  a  claim;  or 

"(B)  with  respect  to— 

"(i)  a  contract  with,  or  a  bid  or  proposal 
for  a  contract  with: 

"(ii)  a  grant,  loan,  or  benefit  from; 

"(iii)  an  application  for  insurance  from;  or 

"(iv)  an  application  for  employment  with, 
an  authority,  or  any  State,  political  subdivi- 
sion of  a  State,  or  other  party  acting  on 
behalf  of.  or  based  upon  the  credit  or  guar- 
antee of.  an  authority, 
except  that  such  term  does  not  include  any 
statement  made  in  any  return  of  tax  im- 
posed by  the  Internal  Revenue  Code  of 
1954. 

"(b)  For  purposes  of  paragraph  (3)  of  sub- 
section (a)— 

"(1)  each  voucher,  invoice,  claim  form,  or 
other  individual  request  or  demand  for 
property,  services,  or  money  constitutes  a 
separate  claim: 

"(2)  each  claim  for  property,  services,  or 
money  is  subject  to  this  chapter  regardless 
of  whether  such  property,  services,  or 
money  is  actually  delivered  or  paid;  and 


"(3)  a  claim  shall  be  considered  made,  pre- 
sented, or  submitted  to  an  authority,  recipi- 
ent, or  party  when  such  claim  is  actually 
made  to  an  agent,  fiscal  intermediary,  or 
other  entity,  including  any  State  or  political 
subdivision  thereof,  acting  for  or  on  behalf 
of  such  authority,  recipient,  or  party. 

"(c)  For  purposes  of  paragraph  (9)  of  sub- 
section (a)— 

"(1)  each  written  representation,  certifica- 
tion, or  affirmation  constitutes  a  separate 
statement;  and 

"(2)  a  statement  shall  be  considered  made, 
presented,  or  submitted  to  an  authority 
when  such  statement  is  actually  made  to  an 
agent,  fiscal  intermediary,  or  other  entity, 
including  any  State  or  political  subdivision 
thereof,  acting  for  or  on  behalf  of  such  au- 
thority. 

"§  802.  Falg«  claims  and  statementsv  liability 

"(a)(1)  Any  person  who  makes,  presents, 
or  submits,  or  causes  to  be  made,  presented, 
or  submitted,  a  claim  that  the  person  knows 
or  has  reason  to  know— 

"(A)  is  false,  fictitious,  or  fraudulent; 

"(B)  includes  or  is  supported  by  any  state- ' 
ment  which  is  described  in  clause  (i)  or  (ii) 
of  paragraph  (2)(A);  or 

'(C)  is  for  payment  for  the  provision  of 
property  or  services  which  the  person  has 
not  provided  as  claimed, 
shall  be  subject  to,  in  addition  to  any  other 
remedy  that  may  be  prescribed  by  law,  a 
civil  penalty  of  not  more  than  $10,000  for 
each  such  claim.  Except  as  provided  in  para- 
graph (3)  of  this  subsection,  such  person 
shall  also  be  subject  to  an  assessment,  in 
lieu  of  damages  sustained  by  the  United 
States  because  of  such  claim,  of  not  more 
than  twice  the  amount  of  such  claim,  or  the 
portion  of  such  claim,  which  is  determined 
under  this  chapter  to  be  in  violation  of  the 
preceding  sentence. 

"(2)  Any  pwrson  who  makes,  presents,  or 
submits,  or  causes  to  be  made,  presented,  or 
submitted,  a  written  statement  that— 

"(A)  the  person  knows  or  has  reason  to 
know— 

"(i)  asserts  a  material  fact  which  is  false, 
fictitious,  or  fraudulent:  or 

"(ii)(I)  omits  a  material  fact; 

"(II)  as  a  result  of  such  omission,  such 
statement  is  false,  fictitious,  or  fraudulent; 
and 

"(III)  the  person  making,  presenting,  or 
submitting  such  statement  has  a  duty  to  in- 
clude such  material  fact  in  the  statement: 
and 

"(B)  contains  or  is  accompanied  by  an  ex- 
press certification  or  affirmation  of  the 
truthfulness  and  accuracy  of  the  contents 
of  the  statement. 

shall  be  subject  to.  in  addition  to  any  other 
remedy  that  may  be  prescribed  by  law.  a 
civil  penalty  of  not  more  than  $10,000  for 
each  such  statement. 

"(3)  An  assessment  shall  not  be  made 
under  the  second  sentence  of  paragraph  ( 1 ) 
with  respect  to  a  claim  if  payment  by  the 
Government  has  not  been  made  on  such 
claim  prior  to  the  date  on  which  a  notice  is 
issued  with  respect  to  such  claim  under  sec- 
tion 803(d)(1)  of  this  title. 

"•(b)(1)  Except  as  provided  in  paragraphs 
(2)  and  (3)  of  this  subsection— 

"(A)  a  determination  under  section 
803(a)(2)  of  this  title  that  there  is  adequate 
evidence  to  believe  that  a  person  is  liable 
under  subsection  (a)  of  this  section,  or 

"(B)  a  determination  under  section  803  of 
this  title  that  a  person  is  liable  under  sub- 
section (a)  of  this  section. 
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may  provide  the  authority  with  grounds  for 
commencing  any  administrative  or  contrac- 
tual action  against  such  i>erson  which  is  au- 
thorized by  law  and  which  is  in  addition  to 
any  action  against  such  person  under  this 
chapter. 

"(2)  A  determination  referred  to  in  para- 
graph ( 1 )  of  this  subsection  may  be  used  by 
the  authority,  but  shtJl  not  require  such  au- 
thority, to  commence  any  administrative  or 
contractual  action  which  is  authorized  by 
law. 

■  "(3)  In  the  case  of  an  administrative  or 
contractual  action  to  suspend  or  debar  any 
person  who  is  eligible  to  enter  into  contracts 
with  the  Federal  Government,  a  determina- 
tion referred  to  in  paragraph  ( 1 )  of  this  sub- 
section shall  not  be  considered  as  a  conclu- 
sive determination  of  such  person's  respon- 
sibility pursuant  to  Federal  procurement 
laws  and  regulations. 

"S  803.  Hearing  and  determinations 

"(a)(1)  The  investigating  official  of  an  au- 
thority may  investigate  allegations  that  a 
person  is  liable  under  section  802  of  this 
title  and  shall  report  the  findings  and  con- 
clusions of  such  investigation  to  the  review- 
ing official  of  the  authority.  The  preceding 
sentence  does  not  modify  any  responsibility 
of  an  investigating  official  to  report  viola- 
tions of  criminal  law  to  the  Attorney  Gener- 
al. 

"(2)  If  the  reviewing  official  of  an  author- 
ity determines,  based  upon  the  report  of  the 
investigating  official  under  paragraph  ( 1)  of 
this  subsection,  that  there  is  adequate  evi- 
dence to  believe  that  a  person  is  liable  under 
section  802  of  this  title,  the  reviewing  offi- 
cial shall  transmit  to  the  Attorney  General 
a  written  notice  of  the  intention  of  such  of- 
ficial to  refer  the  allegations  of  such  liabil- 
ity to  a  hearing  examiner  of  such  authority. 
Such  notice  shall  include— 

"(A)  a  statement  of  the  reasons  of  the  re- 
viewing official  for  the  referral  of  such  alle- 
gations; 

"(B)  a  statement  specifying  the  evidence 
which  supports  such  allegations: 

"(C)  a  description  of  the  claims  or  state- 
ments for  which  liability  under  section  802 
of  this  title  is  alleged: 

"(D)  an  estimate  of  the  amount  of  money 
or  the  value  of  property  or  services  request- 
ed or  demanded  in  violation  of  section  802 
of  this  title:  and 

■•(E)  a  statement  of  any  exculpatory  or 
mitigating  circumstances  which  may  relate 
to  such  claims  or  statements. 

■(b)(1)  Within  90  days  after  receipt  of  a 
notice  from  a  reviewing  official  under  para- 
graph (2)  of  subsection  (a),  the  Attorney 
General  or  an  Assistant  Attorney  General 
designated  by  the  Attorney  General  shall 
transmit  a  written  statement  to  the  review- 
ing official  which  specifies— 

"(A)  that  the  Attorney  General  or  such 
Assistant  Attorney  General  approves  or  dis- 
approves the  referral  to  a  hearing  examiner 
of  the  allegations  of  liability  stated  in  such 
notice: 

"(B)  in  any  case  in  which  the  referral  of 
allegations  is  approved,  that  the  initiation 
of  a  proceeding  under  section  803  of  this 
title  with  respect  to  such  allegations  is  ap- 
propriate: and 

"(C)  in  any  case  in  which  the  referral  of 
allegations  is  disapproved,  the  reasons  for 
such  disapproval. 

•■(2)  A  reviewing  official  may  refer  allega- 
tions of  liability  to  a  hearing  examiner  only 
if  the  Attorney  General  or  an  Assistant  At- 
torney General  designated  by  the  Attorney 
General  approves  the  referral  of  such  alle- 


gations in  accordance  with  paragraph  ( 1 )  of 
this  subsection. 

"(3)  If  the  Attorney  General  or  an  Assist- 
ant Attorney  General  designated  by  the  At- 
torney General  transmits  to  an  authority 
head  a  written  finding  that  the  continu- 
ation of  any  hearing  under  this  section  with 
respect  to  a  claim  or  statement  may  adverse- 
ly affect  any  pending  or  potential  criminal 
or  civil  action  related  to  such  claim  or  state- 
ment, such  hearing  shall  be  immediately 
stayed  and  may  be  resumed  only  upon  writ- 
ten authorization  of  the  Attorney  General. 

"(c)  No  allegations  of  liability  under  sec- 
tion 802  of  this  title  with  respect  to  any 
claim  made,  presented,  or  submitted  by  any 
person  shall  be  referred  to  a  hearing  exam- 
iner under  paragraph  (2)  of  subsection  (b)  if 
the  reviewing  official  determines  that- 

"(1)  an  amount  of  money  in  excess  of 
$100,000:  or 

"(2)  property  or  services  with  a  value  in 
excess  of  $100,000, 

is  requested  or  demanded  in  violation  of  sec- 
tion 802  of  this  title  in  such  claim  or  in  a 
group  of  related  claims  which  are  submitted 
at  the  time  such  claim  is  submitted. 

■■(d)(1)  On  the  date  on  which  a  reviewing 
official  is  permitted  to  refer  allegations  of 
liability  to  a  hearing  examiner  under  sub- 
section (b)  of  this  section,  the  reviewing  of- 
ficial shall  mail,  by  registered  or  certified 
mail,  or  shall  deliver,  a  notice  to  the  person 
alleged  to  be  liable  under  section  802  of  this 
title.  Such  notice  shall  specify  the  allega- 
tions of  liability  against  such  person  and 
shall  state  the  right  of  such  person  to  re- 
quest a  hearing  with  respect  to  such  allega- 
tions. 

•■(2)  If,  within  30  days  after  receiving  a 
notice  under  paragraph  (1)  of  this  subsec- 
tion, the  person  receiving  such  notice  re- 
quests a  hearing  with  respect  to  the  allega- 
tions contained  in  such  notice— 

■'(A)  the  reviewing  official  shall  refer  such 
allegations  to  a  hearing  examiner  for  the 
commencement  of  such  hearing:  and 

••(B)  the  hearing  examiner  shall  com- 
mence such  hearing  by  mailing  by  regis- 
tered or  certified  mail,  or  by  delivery,  of  a 
notice  which  complies  with  paragraphs 
(2)(A)  and  (3)(B)(i)  of  subsection  (g)  to  such 
person. 

■■(e)(1)(A)  Except  as  provided  in  subpara- 
graph (B)  of  this  paragraph,  at  any  time 
after  receiving  a  notice  under  paragraph 
(2)(B)  of  subsection  (d).  the  person  receiving 
such  notice  shall  be  entitled  to  review,  and 
upon  payment  of  a  reasonable  fee  for  dupli- 
cation, shall  be  entitled  to  obtain  a  copy  of, 
all  relevant  and  material  documents,  tran- 
scripts, records,  and  other  materials,  which 
relate  to  such  allegations  and  upon  which 
the  findings  and  conclusions  of  the  investi- 
gating official  under  paragraph  (1)  of  sub- 
section (a)  are  based. 

■•(B)  A  person  is  not  entitled  under  sub- 
paragraph (A)  to  review  and  obtain  a  copy 
of  any  document,  transcript,  record,  or  ma- 
terial which— 

■•(i)  is  privileged  under  Federal  or  State 
law:  or 

•■(ii)  is  an  interagency  or  intraagency 
letter,  memorandum,  analysis,  or  other  ma- 
terial which  would  not  be  available  by  law 
to  a  party  other  than  an  agency  in  a  legal 
action  to  which  an  agency  is  a  party. 

■•(2)  At  any  time  after  receiving  a  notice 
under  paragraph  (2)(B)  of  subsection  (d). 
the  person  receiving  such  notice  shall  be  en- 
titled to  obtain  all  exculpatory  information 
in  the  possession  of  the  investigating  offi- 
cial or  the  reviewing  official  relating  to  the 
allegations  contained   in  such   notice.  The 


provisions  of  subparagraph  (B)  of  para- 
graph (1)  do  not  apply  to  any  document, 
transcript,  record,  or  other  material,  or  any 
portion  thereof,  in  which  such  exculpatory 
information  is  contained. 

••(f)  Any  hearing  commenced  under  para- 
graph (2)  of  subsection  (d)  shall  be  conduct- 
ed by  the  hearing  examiner  on  the  record  in 
order  to  determine— 

•■(1)  the  liability  of  a  person  under  section 
802  of  this  title:  and 

•■(2)  if  a  person  is  determined  to  be  liable 
under  such  section,  the  amount  of  any  civil 
penalty  and  assessment  to  be  imposed  on 
such  person. 

Any  such  determination  shall  be  based  on 
the  preponderance  of  the  evidence. 

••(g)(1)  Each  hearing  under  subsection  (f) 
of  this  section  shall  be  conducted— 

'■(A)  in  the  case  of  an  authority  to  which 
the  provisions  of  subchapter  II  of  chapter  5 
of  this  title  apply,  in  accordance  with— 

■•(i)  the  provisions  of  such  subchapter  to 
the  extent  that  such  provisions  are  not  in- 
consistent with  the  provisions  of  this  chap- 
ter: and 

•■(ii)  procedures  promulgated  by  the  au- 
thority head  under  paragraph  (3)  of  this 
sut>section;  or 

■■(B)  in  the  case  of  an  authority  to  which 
the  provisions  of  such  subchapter  do  not 
apply,  in  accordance  with  procedures  pro- 
mulgated by  the  authority  head  under  para- 
graphs (2)  and  (3)  of  this  subsection. 

'•(2)  An  authority  head  of  an  authority  de- 
scribed in  subparagraph  (B)  of  paragraph 
(1)  shall  by  regulation  promulgate  proce- 
dures for  the  conduct  of  hearings  under  this 
chapter.  Such  procedures  shall  include: 

■'(A)  The  provision  of  written  notice  of  the 
hearing  to  any  person  alleged  to  be  liable 
under  section  802  of  this  title,  including 
written  notice  of— 

•■(i)  the  time,  place,  and  nature  of  the 
hearing: 

■'(ii)  the  legal  authority  and  jurisdiction 
under  which  the  hearing  is  to  be  held:  and 

"(iii)  the  matters  of  facts  and  law  to  be  as- 
serted. 

■'(B)  The  provision  to  any  person  alleged 
to  be  liable  under  section  802  of  this  title  of 
opportunities  for  the  submission  of  facts,  ar- 
guments, offers  of  settlement,  or  proposals 
of  adjustment. 

■■(C)  Procedures  to  ensure  that  the  hear- 
ing examiner  shall  not.  except  to  the  extent 
required  for  the  disposition  of  ex  parte  mat- 
ters as  authorized  by  law— 

"(i)  consult  a  person  or  party  on  a  fact  in 
issue,  unless  on  notice  and  opportunity  for 
all  parties  to  the  hearing  to  participate:  or 

■■(ii)  be  responsible  to  or  subject  to  the  su- 
pervision or  direction  of  the  investigating 
official  or  the  reviewing  official. 

■■(D)  Procedures  to  ensure  that  the  inves- 
tigating official  and  the  reviewing  official 
do  not  participate  or  advise  in  the  decision 
required  under  subsection  (h)  of  this  section 
or  the  review  of  the  decision  by  the  author- 
ity head  under  subsection  (i)  of  this  section, 
except  as  provided  in  subsection  (j)  of  this 
section. 

■■(E)  The  provision  to  any  person  alleged 
to  l)e  liable  under  section  802  of  this  title  of 
opportunities  to  present  such  person's  case 
through  oral  or  documentary  evidence,  to 
submit  rebuttal  evidence,  and  to  conduct 
such  cross-examination  as  may  be  required 
for  a  full  and  true  disclosure  of  the  facts. 

"(F)  Procedures  to  permit  any  person  al- 
leged to  l)e  liable  under  section  802  of  this 
title  to  be  accompanied,  represented,  and 
advised  by  counsel  or  such  other  qualified 
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representative  as  the  authority  head  may 
specify  in  such  regulations. 

"(G)  Procedures  to  ensure  that  the  hear- 
ing is  conducted  in  an  impartial  manner,  in- 
cluding procedures  to— 

•(i)  permit  the  hearing  examiner  to  at  any 
time  disqualify  himself:  and 

•■(ii)  permit  the  filing,  in  good  faith,  of  a 
timely  and  sufficient  affidavit  alleging  per- 
sonal bias  or  another  reason  for  disqualifica- 
tion of  a  hearing  examiner  or  a  reviewing 
official. 

"(3)(A)  Each  authority  head  shall  promul- 
gate by  regulation  procedures  described  in 
subparagraph  (B)  of  this  paragraph  for  the 
conduct  of  hearings  under  this  chapter. 
Such  procedures  shall  be  in  addition  to  the 
procedures  described  in  paragraph  (1)  or 
paragraph  (2)  of  this  subsection,  as  the  case 
may  be. 

•■<B)  The  procedures  referred  to  in  sub- 
paragraph (A)  of  this  paragraph  are: 

"(i)  Procedures  for  the  inclusion,  in  any 
written  notice  of  a  hearing  under  this  sec- 
tion to  any  person  alleged  to  be  liable  under 
section  802  of  this  title,  of  a  description  of 
the  procedures  for  the  conduct  of  the  hear- 
ing. 

■■(ii)  Procedures  to  permit  discovery  by 
any  person  alleged  to  be  liable  under  section 
802  of  this  title  only  to  the  extent  that  the 
hearing  examiner  determines  that  such  dis- 
covery is  necessary  for  the  expeditious,  fair, 
and  reasonable  consideration  of  the  issues, 
except  that  such  procedures  shall  not  apply 
to  documents,  transcripts,  records,  or  other 
material  which  a  person  is  entitled  to  review 
under  paragraph  (1)  of  subsection  (e)  or  to 
information  to  which  a  person  is  entitled 
under  paragraph  (2)  of  such  subsection. 
Procedures  promulgated  under  this  clause 
shall  prohibit  the  discovery  of  the  notice  re- 
quired under  subsection  (a)(2)  of  this  sec- 
tion. Procedures  promulgated  under  this 
clause  shall  provide  that  requests  for  discov- 
ery under  this  clause  shall  not  be  denied  un- 
reasonably. 

"(4)  Each  hearing  under  subsection  (f)  of 
this  section  shall  be  held— 

'■(A)  in  the  judicial  district  of  the  United 
States  in  which  the  person  alleged  to  be 
liable  under  section  802  of  this  title  resides 
or  transacts  business: 

■■(B)  in  the  judicial  district  of  the  United 
States  in  which  the  claim  or  statement  upon 
which  the  allegation  of  liability  under  such 
section  was  made,  presented,  or  submitted: 
or 

"(C)  in  such  other  place  as  may  be  agreed 
upon  by  such  person  and  the  hearing  exam- 
iner who  will  conduct  such  hearing. 

■■(h)  The  hearing  examiner  shall  issue  a 
written  decision,  including  findings  and  de- 
terminations, after  the  conclusion  of  the 
hearing.  Such  decision  shall  include  the 
findings  of  fact  and  conclusions  of  law 
which  the  hearing  examiner  relied  upon  in 
determining  whether  a  person  is  liable 
under  this  chapter.  The  hearing  examiner 
shall  promptly  send  to  each  party  to  the 
hearing  a  copy  of  such  decision  and  a  state- 
ment describing  the  right  of  any  person  de- 
termined to  be  liable  under  section  802  of 
this  title  to  appeal  the  decision  of  the  hear- 
ing examiner  to  the  authority  head  under 
paragraph  (2)  of  subsection  (i). 

■■(i)(l)  Except  as  provided  in  paragraph  (2) 
of  this  subsection  and  section  805  of  this 
title,  the  decision,  including  the  findings 
and  determinations,  of  the  hearing  examin- 
er issued  under  subsection  (h)  of  this  sec- 
tion are  final. 

■•(2)(A)(i)  Except  as  provided  in  clause  (ii) 
of  this  subparagraph,  within  30  days  after 


the  hearing  examiner  Issues  a  decision 
under  subsection  (h)  of  this  section,  any 
person  determined  in  such  decision  to  be 
liable  under  section  802  of  this  title  may 
appeal  such  decision  to  the  authority  head. 

"(ii)  If.  within  the  30-day  period  described 
in  clause  (i)  of  this  subparagraph,  a  person 
determined  to  be  liable  under  this  chapter 
requests  the  authority  head  for  an  exten- 
sion of  such  30-day  period  to  file  an  appeal 
of  a  decision  issued  by  the  hearing  examiner 
under  subsection  (h)  of  this  section,  the  au- 
thority head  may  extend  such  period  if  such 
person  demonstrates  good  cause  for  such  ex- 
tension. 

■'(B)  Any  authority  head  reviewing  under 
this  section  the  decision,  findings,  and  de- 
terminations of  a  hearing  examiner  shall 
not  consider  any  objection  that  was  not 
raised  in  the  hearing  conducted  pursuant  to 
subsection  (f)  of  this  section  unless  a  dem- 
onstration is  made  of  extraordinary  circum- 
stances causing  the  failure  to  raise  the  ob- 
jection. If  any  party  demonstrates  to  the 
satisfaction  of  the  authority  head  that  addi- 
tional evidence  not  presented  at  such  hear- 
ing is  material  and  that  there  were  reasona- 
ble grounds  for  the  failure  to  present  such 
evidence  at  such  hearing,  the  authority 
head  shall  remand  the  matter  to  the  hear- 
ing examiner  for  consideration  of  such  addi- 
tional evidence. 

■■(C)  The  authority  head  may  affirm, 
reduce,  reverse,  compromise,  remand,  or 
settle  any  penalty  and  assessment  deter- 
mined by  the  hearing  examiner  pursuant  to 
this  section.  The  authority  head  shall 
promptly  send  to  each  party  to  the  appeal  a 
copy  of  the  decision  of  the  authority  head 
and  a  statement  describing  the  right  of  any 
person  determined  to  be  liable  under  section 
802  of  this  title  to  judicial  review  under  sec- 
tion 805  of  this  title. 

'■(j)  The  reviewing  official  has  the  exclu- 
sive authority  to  compromise  or  settle  any 
allegations  of  liability  under  section  802  of 
this  title  against  a  person  without  the  con- 
sent of  the  hearing  examiner  at  any  time 
after  the  date  on  which  the  reviewing  offi- 
cial is  permitted  to  refer  allegations  of  li- 
ability to  a  hearing  examiner  under  subsec- 
tion (b)  of  this  section  and  prior  to  the  date 
on  which  the  hearing  examiner  issues  a  de- 
cision under  subsection  (h)  of  this  section. 
Any  such  compromise  or  settlement  shall  be 
in  writing. 
"§  804.  Subpoena  authority 

"(a)(1)  For  the  purposes  of  an  investiga- 
tion under  section  803(a)(1)  of  this  title,  an 
investigating  official  is  authorized- 

■■(A)  to  administer  oaths  or  affirmations: 
or 

■■(B)  to  require  by  subpoena  the  produc- 
tion ol  all  information,  documents,  reports, 
answers,  records,  accounts,  papers,  and  data 
not  otherwise  reasonably  available  to  the 
authority. 

■■(2)  In  conducting  an  investigation  under 
section  803(a)(1)  of  this  title,  the  Inspector 
General  of  an  authority  may  require  by  sub- 
poena the  attendance  and  testimony  of  wit- 
nesses if— 

"(A)  such  Inspector  General  transmits  a 
written  notice  to  the  Attorney  General 
specifying  that— 

■■(i)  such  attendance  and  testimony  are 
necessary  to  the  conduct  of  such  investiga- 
tion: and 

■■(ii)  means  other  than  a  subpoena  to 
obtain  such  attendance  and  testimony  are 
inadequate:  and 

■■(B)  within  30  days  after  the  Attorney 
General  receives  the  notice  required  by  sub- 
paragraph (A)  of  this  paragraph,  the  Attor- 


ney General,  the  Deputy  Attorney  General, 
or  an  Associate  Attorney  General  designat- 
ed by  the  Attorney  General  transmits  to 
such  Inspector  General  a  written  statement 
approving  such  subpoena. 

■■(3)(A)  Within  30  days  after  receiving  a 
notice  under  subparagraph  (A)  of  para- 
graph (2).  the  Attorney  General,  the 
Deputy  Attorney  General,  or  an  Associate 
Attorney  General  designated  by  the  Attor- 
ney General,  shall  trtmsmit  to  such  Inspec- 
tor General  a  written  statement  approving 
or  disapproving  the  subpoena  with  which 
such  notice  is  concerned. 

■■(B)  If  a  subpoena  has  been  issued  under 
this  subsection  to  a  person  with  respect  to  a 
particular  allegation  or  set  of  allegations  of 
liability  under  section  802  of  this  title,  the 
Attorney  General,  the  Deputy  Attorney 
General,  or  an  Associate  Attorney  General 
designated  by  the  Attorney  General,  may 
not  approve  an  additional  subpoena  under 
this  subsection  to  such  person  with  respect 
to  such  allegation  or  set  of  allegations 
unless  such  pers-on  requests  the  issuance  of 
an  additional  subpoena  under  this  subsec- 
tion or  unless— 

"(i)  the  Attorney  General,  the  Deputy  At- 
torney General,  or  an  Associate  Attorney 
General  designated  by  the  Attorney  Gener- 
al determines,  after  investigation,  that  an 
additional  subpoena  under  this  subsection 
to  such  person  is  necessary:  and 

"(ii)  the  Attorney  General,  the  Deputy  At- 
torney General,  or  such  Associate  Attorney 
General  requires  the  Inspector  General  is- 
suing such  subpoena  to  include  with  such 
subpoena  a  statement  specifying  the  deter- 
mination of  the  Attorney  General,  the 
Deputy  Attorney  General,  or  such  Associate 
Attorney  General  under  clause  (i)  of  this 
subparagraph  and  the  reasons  for  such  de- 
termination. 

■■(4)(A)  An  Inspector  General  of  an  au- 
thority may  not  delegate  the  authority  of 
such  Inspector  General  under  paragraph  (2) 
of  this  subsection  to  require  by  subpoena 
the  attendance  and  t«stimony  of  witnesses 
to  any  officer  or  employee  of  the  authority. 

■(B)  For  purposes  of  this  paragraph  and 
paragraph  (2),  the  term  'Inspector  General' 
means  an  Inspector  General  of  an  authority 
in  which  an  Office  of  Inspector  General  is 
established  by  the  Inspector  General  Act  of 
1978  or  by  any  other  Federal  law. 

■■(5)(A)  Each  subpoena  issued  under  this 
subsection  shall— 

■■(i)  prescrilje  a  date,  time,  and  place  at 
which  oral  testimony  shall  be  commenced: 

■■(ii)  describe  the  procedures  under  which, 
in  accordance  with  this  section,  such  testi- 
mony will  be  taken: 

■■(iii)  notify  the  person  receiving  the  sub- 
poena of  the  right  to  be  accompanied  by  an 
attorney  and  any  other  representative; 

"(iv)  describe  the  general  purpose  for 
which  the  subpoena  is  being  issued  and  the 
general  nature  oT  the  testimony,  including 
the  primary  areas  of  inquiry,  which  will  be 
taken  pursuant  to  the  subpoena:  and 

•■(v)  identify  the  investigating  official  des- 
ignated by  the  Inspector  General  who  shall 
conduct  the  investigation. 

■■(B)  The  date  prescribed  under  clause  (i) 
of  subparagraph  (A)  for  the  commencement 
of  oral  testimony  pursuant  to  a  subpoena 
issued  under  this  subsection  shall  be  a  date 
which  is  not  less  than  7  days  after  the  date 
on  which  such  subpoena  is  received,  unless 
the  Attorney  General,  the  Deputy  Attorney 
General,  or  an  Associate  Attorney  General 
designated  by  the  Attorney  General,  deter- 
mines that  exceptional  circumstances  are 
present  which  warrant  the  commencement 


24938 


CONGRESSIONAL  RECORD— SENATE 


September  19,  1986 


of  such  testimony  within  a  lesser  period  of 
time. 

"C6)(A)  Any  investigating  official  before 
whom  oral  testimony  is  to  be  taken  shall 
put  the  person  giving  such  testimony  under 
oath  or  affirmation  and  shall  personally,  or 
by  any  individual  acting  under  the  direction 
and  in  the  presence  of  such  investigating  of- 
ficial, record  and  transcribe  the  testimony 
of  such  person. 

"(B)  Any  investigating  official  before 
whom  oral  testimony  under  this  section  is  to 
be  taken  shall  exclude  from  the  place  where 
the  testimony  is  to  be  taken  all  persons 
except  the  person  giving  the  testimony,  the 
attorney  and  any  other  representative  for 
the  person  giving  the  testimony,  the  attor- 
ney for  the  investigating  official,  any  person 
who  may  be  agreed  upon  by  the  investigat- 
ing official  and  the  person  giving  the  testi- 
mony, and  any  stenographer  taking  such 
testimony. 

"(C)  The  oral  testimony  of  any  person 
taken  pursuant  to  a  subpoena  issued  under 
this  subsection  shall  be  taken  in  the  judicial 
district  of  the  United  States  in  which  such 
person  resides  or  transacts  business,  or  in 
such  other  place  as  may  be  agreed  upon  by 
such  person  and  the  investigating  official 
before  whom  the  oral  testimony  of  such 
person  is  to  be  taken. 

"(D)  Any  person  compelled  to  appear 
under  a  subpoena  issued  under  this  subsec- 
tion may  be  accompanied,  represented,  and 
advised  by  an  attorney.  The  attorney  may 
advise  such  person,  in  confidence,  either 
upon  the  request  of  such  person  or  upon  the 
initiative  of  the  attorney,  with  respect  to 
any  question  asked  of  such  person. 

"(E)(i)  After  the  testimony  of  any  person 
is  fully  transcribed,  the  investigating  official 
shall  afford  the  person  (who  may  be  accom- 
panied by  an  attorney)  a  reasonable  oppor- 
tunity to  examine  the  transcript  of  such  tes- 
timony. The  transcript  shall  be  read  to  or 
by  such  person,  unless  such  examination 
and  reading  are  waived  by  such  person.  Any 
changes  in  form  or  substance  which  such 
person  desires  to  make  shall  be  entered  and 
identified  upon  the  transcript  by  the  inves- 
tigating official  with  a  statement  of  the  rea- 
sons given  by  such  person  for  making  such 
changes.  The  transcript  shall  then  be  signed 
by  such  person,  unless  such  person  in  writ- 
ing waives  the  signing,  is  ill,  cannot  be 
found,  or  refuses  to  sign. 

"(ii)  If  the  transcript  is  not  signed  by  the 
person  within  30  days  after  the  date  upon 
which  the  person  is  first  afforded  a  reasona- 
ble opportunity  to  examine  the  transcript, 
the  investigating  official  shall  sign  the  tran- 
script and  state  on  the  record  the  fact  of 
the  waiver,  illness.  al)sence  of  such  person, 
or  the  refusal  to  sign,  together  with  any  rea- 
sons given  for  the  failure  to  sign. 

"(P)  The  investigating  official  shall  certi- 
fy on  the  transcript  that  the  person  giving 
testimony  was  duly  sworn  by  the  investigat- 
ing official  and  that  the  transcript  is  a  true 
record  of  the  testimony  given  by  such 
person. 

"(G)  The  investigating  official  shall  fur- 
nish a  copy  of  the  transcript  (upon  payment 
of  reasonable  charges  for  the  transcript)  to 
the  person  giving  testimony. 

"(H)  Any  person  appearing  for  the  taking 
of  oral  testimony  pursuant  to  a  subpoena 
issued  under  this  subsection  shall  be  enti- 
tled to  the  same  fees  and  mileage  which  are 
paid  to  witnesses  in  the  district  courts  of 
the  United  States. 

"(b)  For  the  purtwses  of  conducting  a 
hearing  under  section  803(f)  of  this  title,  a 
hearing  examiner  is  authorized— 


"(1)  to  administer  oaths  or  affirmations: 
and 

"(2)  to  require  by  subpoena  the  attend- 
ance and  testimony  of  witnesses  and  the 
production  of  all  information,  documents, 
reports,  answers,  records,  accounts,  papers, 
and  other  data  and  documentary  evidence 
which  the  hearing  examiner  considers  rele- 
vant and  material  to  the  hearing. 

"(c)  In  the  case  of  contumacy  or  refusal  to 
ot)ey  a  subpoena  issued  pursuant  to  subsec- 
tion (a)  or  (b)  of  this  section,  an  investigat- 
ing official  or  a  hearing  examiner,  as  the 
case  may  be,  may  request  the  Attorney  Gen- 
eral to  invoke  the  aid  of  any  district  court  of 
the  United  States  in  the  district  in  which 
such  investigation  or  hearing  is  being  con- 
ducted, or  where  the  person  receiving  the 
subpoena  resides  or  conducts  business.  The 
district  courts  of  the  United  States  shall 
have  jurisdiction  to  issue  an  appropriate 
order  for  the  enforcement  of  any  such  sub- 
poena. Any  failure  to  obey  such  order  of  the 
court  is  punishable  by  such  court  as  con- 
tempt. 
"§  805.  Judicial  review 

"(a)(1)  A  determination  by  a  reviewing  of- 
ficial under  section  803  of  this  title  shall  be 
final  and  shall  not  be  subject  to  judicial 
review. 

"(2)  Unless  a  petition  is  filed  under  this 
section,  a  determination  under  section  803 
of  this  title  that  a  person  is  liable  under  sec- 
tion 802  of  this  title  shall  be  final  and  shall 
not  be  subject  to  judicial  review. 

"(b)(1)(A)  Any  person  for  whom  a  deter- 
mination of  liability  under  section  802  of 
this  title  has  been  made  pursuant  to  section 
803  of  this  title  may  obtain  review  of  such 
determination  in— 

"(i)  the  United  States  Court  of  Appeals 
for  the  circuit  in  which  such  person  resides 
or  transacts  business: 

"(ii)  the  United  States  Court  of  Appeals 
for  the  circuit  in  which  the  claim  or  state- 
ment upon  which  the  determination  of  li- 
ability is  based  was  made,  presented,  or  sub- 
mitted: or 

"(iii)  the  United  States  Court  of  Appeals 
for  the  District  of  Columbia  Circuit. 

"(B)  Such  review  may  be  obtained  by 
filing  in  any  such  court  a  written  petition 
that  such  determination  be  modified  or  set 
aside.  Such  petition  shall  be  filed— 

"(i)  only  after  such  person  has  exhausted 
all  administrative  remedies  under  this  chap- 
ter: and 

"(ii)  within  60  days  after  the  date  on 
which  the  authority  head  sends  such  person 
a  copy  of  the  decision  of  such  authority 
head  under  section  803(i)(2)  of  this  title. 

"(2)  The  clerk  of  the  court  shall  transmit 
a  copy  of  a  petition  filed  under  paragraph 
(1)  of  this  subsection  to  the  authority  head 
and  to  the  Attorney  Oeneral.  Upon  receipt 
of  the  copy  of  such  petition,  the  authority 
head  shall  transmit  to  the  Attorney  General 
the  record  in  the  proceeding  resulting  in  the 
determination  of  liability  under  section  802 
of  this  title.  Except  as  otherwise  provided  in 
this  section,  the  courts  of  appeals  of  the 
United  States  shall  have  jurisdiction  to 
review  the  decision,  findings,  and  determi- 
nations in  issue  and  to  affirm,  modify, 
remand  for  further  consideration,  or  set 
aside,  in  whole  or  in  part,  the  decision,  find- 
ings, and  determinations  of  the  hearing  ex- 
aminer and  the  authority  head,  and  to  en- 
force such  decision,  findings,  and  determina- 
tions to  the  extent  that  such  decision,  find- 
ings, and  determinations  are  affirmed  or 
modified. 

"(c)  The  findings  of  the  hearing  examiner 
with  respect  to  questions  of  fact  shall  be 


final  and  conclusive,  and  shall  not  be  set 
aside  unless  the  decision  of  the  hearing  ex- 
aminer is  arbitrary,  capricious,  an  abuse  of 
discretion,  or  otherwise  not  in  accordance 
with  law,  or  if  such  findings  are  not  sup- 
ported by  substantial  evidence. 

"(d)  Any  court  of  appeals  reviewing  under 
this  section  the  decision,  findings,  and  de- 
terminations of  a  hearing  examiner  or  an 
authority  head  shall  not  consider  any  objec- 
tion that  was  not  raised  in  the  hearing  con- 
ducted pursuant  to  section  803(f)  of  this 
title  unless  a  demonstration  is  made  of  ex- 
traordinary circumstances  causing  the  fail- 
ure to  raise  the  objection.  If  any  party  dem- 
onstrates to  the  satisfaction  of  the  court 
that  additional  evidence  not  presented  at 
such  hearing  is  material  and  that  there 
were  reasonable  grounds  for  the  failure  to 
present  such  evidence  at  such  hearing,  the 
court  shall  remand  the  matter  to  the  hear- 
ing examiner  for  consideration  of  such  addi- 
tional evidence. 

"(e)  Upon  a  final  determination  by  the 
court  of  appeals  that  a  person  is  liable 
under  section  802  of  this  title,  the  court 
shall  enter  a  final  judgment  for  the  appro- 
priate amount  in  favor  of  the  United  States, 
and  such  judgment  may  be  recorded  and  en- 
forced by  the  Attorney  General  to  the  same 
extent  and  in  the  same  manner  as  a  judg- 
ment entered  by  any  United  States  district 
court. 

"§  806.  Collection  of  civil  penalties  and  assess- 
ments 

"(a)  The  Attorney  General  shall  l)e  re- 
sponsible for  judicial  enforcement  of  any 
civil  penalty  or  assessment  imposed  pursu- 
ant to  the  provisions  of  this  chapter. 

"(b)  Any  penalty  or  assessment  imposed  in 
a  determination  which  has  become  final 
pursuant  to  section  803  of  this  title  may  be 
recovered  in  a  civil  action  brought  by  the 
Attorney  General.  In  any  such  action,  no 
matter  that  was  raised  or  that  could  have 
been  raised  in  a  hearing  conducted  under 
section  803(f)  of  this  title  or  pursuant  to  ju- 
dicial review  under  section  805  of  this  title 
may  be  raised  as  a  defense,  and  the  determi- 
nation of  liability  and  the  determination  of 
amounts  of  penalties  and  assessments  shall 
not  be  subject  to  review. 

"(c)  The  district  courts  of  the  United 
States  and  of  any  territory  or  possession  of 
the  United  States  shall  have  jurisdiction  of 
any  action  commenced  by  the  United  States 
under  subsection  (b)  of  this  section. 

"(d)  Any  action  under  subsection  (b)  of 
this  section  may,  without  regard  to  venue 
requirements,  he  joined  and  consolidated 
with  or  asserted  as  a  counterclaim,  cross- 
claim,  or  setoff  by  the  United  States  in  any 
other  civil  action  which  includes  as  parties 
the  United  States  and  the  person  against 
whom  such  action  may  be  brought. 

"(e)(1)  The  United  States  Claims  Court 
shall  have  jurisdiction  of  any  action  under 
subsection  (b)  of  this  section  to  recover  any 
penalty  and  assessment  if  the  cause  of 
action  is  asserted  by  the  United  States  as  a 
counterclaim  in  a  matter  pending  in  such 
court.  The  United  States  may  join  as  addi- 
tional parties  in  such  counterclaim  all  per- 
sons who  may  be  jointly  and  severally  liable 
with  the  person  against  whom  such  counter- 
claim is  asserted. 

"(2)  No  cross-claims  or  third-party  claims 
not  otherwise  within  the  jurisdiction  of  the 
United  States  Claims  Court  shall  be  assert- 
ed among  additional  parties  joined  under 
paragraph  (1)  of  this  subsection. 

(f)  The  Attorney  General  shall  have  ex- 
clusive authority  to  compromise  or  settle 
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any  penalty  and  assessment  the  determina- 
tion of  which  is  the  subject  of  a  pending  pe- 
tition pursuant  to  section  805  of  this  title  or 
a  pending  action  to  recover  such  penalty  or 
assessment  pursuant  to  this  section. 

■(g)(1)  Except  as  provided  in  paragraph 
(2)  of  this  subsection,  any  amount  of  penal- 
ty and  assessment  collected  under  this  chap- 
ter shfill  be  deposited  as  miscellaneous  re- 
ceipts in  the  Treasury  of  the  United  States. 

"(2)(A)  Any  amount  of  a  penalty  or  assess- 
ment imposed  by  the  United  States  Postal 
Service  under  this  chapter  shall  be  deposit- 
ed in  the  Postal  Service  Fund  established  by 
section  2003  of  title  39,  United  States  Code. 

"(B)  Any  amount  of  a  penalty  or  assess- 
ment imposed  by  the  Secretary  of  Health 
and  Human  Services  under  this  chapter 
with  respect  to  a  claim  or  statement  made 
in  connection  with  old  age  and  survivors 
benefits  under  title  II  of  the  Social  Security 
Act  shall  be  deposited  in  the  Federal  Old 
Age  and  Survivors  Insurance  Trust  FHind. 

"(C)  Any  amount  of  a  penalty  or  assess- 
ment imposed  by  the  Secretary  of  Health 
and  Human  Services  under  this  chapter 
with  respect  to  a  claim  or  statement  made 
in  connection  with  disability  benefits  under 
title  II  of  the  Social  Security  Act  shall  be 
deposited  in  the  Federal  Disability  Insur- 
ance Trust  Fund. 

'(D)  Any  amount  of  a  penalty  or  assess- 
ment imposed  by  the  Secretary  of  Health 
and  Human  Services  under  this  chapter 
with  respect  to  a  claim  or  statement  made 
in  connection  with  benefits  under  part  A  of 
title  XVIII  of  the  Social  Security  Act  shall 
be  deposited  in  the  Federal  Hospital  Insur- 
ance Trust  Fund. 

"(E)  Any  amount  of  a  penalty  or  assess- 
ment imposed  by  the  Secretary  of  Health 
and  Human  Services  under  this  chapter 
with  respect  to  a  claim  or  statement  made 
in  connection  with  benefits  under  part  B  of 
title  XVIII  of  the  Social  Security  Act  shall 
be  deposited  in  the  Federal  Supplementary 
Medical  Insurance  Trust  Fund. 
"§  807.  Right  to  .setoff 

"(a)(1)  The  amount  of  any  penalty  or  as- 
sessment which  has  become  final  under  sec- 
tion 803  of  this  title,  or  for  which  a  judg- 
ment has  been  entered  under  section  805(e) 
or  806  of  this  title,  or  any  arnount  agreed 
upon  in  a  settlement  or  compromise  under 
section  803(j)  or  806(f)  of  this  title,  may  be 
deducted  from  any  sum,  except  for  a  refund 
of  an  overpayment  of  Federal  taxes,  then  or 
later  owing  by  the  United  States  to  the 
person  liable  for  such  penalty  and  assess- 
ment. 

"(2)  The  authority  head  shall  transmit 
written  notice  of  each  deduction  made 
under  this  paragraph  to  the  person  liable 
for  such  penalty  and  assessment. 

"(3)  All  amounts  retained  pursuant  to  this 
paragraph  shall  be  remitted  to  the  Secre- 
tary of  the  Treasury  for  deposit  in  accord- 
ance with  section  806(g)  of  this  title. 

"(b)  An  authority  head  may  forward  a  cer- 
tified copy  of  any  determination  as  to  liabil- 
ity for  any  penalty  or  assessment  which  has 
become  final  under  section  803  of  this  title, 
a  certified  copy  of  any  judgment  which  has 
been  entered  under  section  805(e)  or  806  of 
this  title,  or  a  certified  copy  of  any  settle- 
ment or  compromise  under  section  803(j)  or 
806(f)  of  this  title,  to  the  Secretary  of  the 
Treasury  for  action  in  accordance  with  sub- 
section (a)  of  this  section. 
"§  808.  Limitations 

"(a)  A  hearing  under  section  803(d)(2)  of 
this  title  with  respect  to  a  claim  or  state- 
ment shall  be  commenced  within  six  years 


after  the  date  on  which  such  claim  or  state- 
ment is  made,  presented,  or  submitted. 

"(b)  A  civil  action  to  recover  a  penalty  and 
assessment  under  section  806  of  this  title 
shall  be  commenced  within  three  years  after 
the  date  on  which  the  determination  of  li- 
ability for  such  penalty  and  assessment  be- 
comes final. 

"(c)  If  at  any  time  during  the  course  of 
proceedings  brought  pursuant  to  this  chap- 
ter the  authority  head  receives  or  discovers 
any  specific  information  regarding  bribery, 
gratuities,  conflict  of  irtterest,  or  other  cor- 
ruption or  similar  activity  in  relation  to  a 
false  claim  or  statement,  the  authority  head 
shall  immediately  report  such  information 
to  the  Attorney  General,  and  in  the  case  of 
an  authority  in  which  an  Office  of  Inspector 
General  is  established  by  the  Inspector 
General  Act  of  1978  or  by  any  other  Federal 
law,  to  the  Inspector  General  of  that  au- 
thority. 
"§  809.  Regulations 

"(a)  Within  180  days  after  the  date  of  en- 
actment of  this  chapter,  each  authority 
head  shall  promulgate  rules  and  regulations 
necessary  to  implement  the  provisions  of 
this  chapter.  Such  rules  and  regulations 
shall- 

"(1)  ensure  that  investigating  officials  and 
reviewing  officials  are  not  responsible  for 
conducting  the  hearing  required  in  section 
803(f)  of  this  title,  malcing  the  determina- 
tions required  by  subsections  (f)  and  (h)  of 
section  803  of  this  title,  or  malcing  the  col- 
lections under  section  806  of  this  title:  and 

"(2)  require  a  reviewing  official  to  include 
in  any  notice  required  by  section  803(a)(2) 
of  this  title  a  statement  of  the  reviewing  of- 
ficial which— 

"(A)  specifies  that  the  reviewing  official 
has  determined  that  there  is  a  reasonable 
prospect  of  collecting,  from  a  person  with 
respect  to  whom  the  reviewing  official  is  re- 
ferring allegations  of  liability  in  such  notice, 
the  amount  for  which  such  person  may  be 
liable;  and 

"(B)  describes  the  financial  data  specified 
in  subsection  (c)  of  this  section. 

"(b)  The  determination  required  under 
paragraph  (2)(A)  of  subsection  (a)  shall  be 
made  by  the  reviewing  official  after  the  con- 
sideration of  the  financial  data  specified  in 
subsection  (c)  of  this  section. 

"(c)  The  financial  data  referred  to  in  sub- 
sections (a)(2)(B)  and  (b)  of  this  section 
may  include— 

"(1)  a  commercial  credit  report  with  re- 
spect to  the  person  alleged  to  be  liable 
under  this  chapter: 

'(2)  an  agency  investigative  report  speci- 
fying the  assets,  liabilities,  income,  and  ex- 
penses of  such  person: 

"(3)  a  financial  statement  of  such  person 
specifying  the  assets,  liabilities,  income,  and 
expenses  of  such  person; 

"(4)  an  audited  balance  sheet  of  such 
person:  or 

"(5)  such  financial  information  as  is  rea- 
sonably available  to  the  authority. 
"§S10.  Reports 

"Not  later  than  October  31  of  each  year, 
each  authority  head  shall  prepare  and 
transmit  to  the  appropriate  committees  and 
subcommittees  of  the  Congress  an  annual 
report  summarizing  actions  taken  under 
this  chapter  during  the  most  recent  twelve- 
month period  ending  the  previous  Septem- 
ber 30.  Such  report  shall  include— 

"(Da  summary  of  matters  referred  by  the 
investigating  official  of  the  authority  to  the 
reviewing  official  of  the  authority  under 
section  803(a)(1)  of  this  title  during  such 
period: 


"(2)  a  summary  of  matters  transmitted  to 
the  Attorney  General  under  section 
803(a)(2)  of  this  title  during  such  period: 

"(3)  a  summary  of  all  hearings  conducted 
by  hearing  examiners  under  section  803(f) 
of  this  title,  and  the  results  of  such  hear- 
ings, during  such  period;  and 

"(4)  a  summary  of  the  actions  taken 
during  such  period  to  collect  any  civil  penal- 
ty or  assessment  imposed  under  this  chap- 
ter. 

••§  811.  Effect  on  other  law 

"(a)  This  chapter  does  not  diminish  the 
responsibility  of  any  agency  to  comply  with 
the  provisions  of  chapter  35  of  title  44. 

"(b)  This  chapter  does  not  supersede  the 
provisions  of  section  3512  of  title  44. 

"(c)  For  purposes  of  this  section,  the  term 
'agency'  has  the  same  meaning  as  in  section 
3502(1)  of  title  44. 

"§812.  Prohibition  against  delegation 

"Any  function,  duty,  or  responsibility 
which  this  chapter  specifies  be  carried  out 
by  the  Attorney  General,  the  Deputy  Attor- 
ney General,  an  Associate  Attorney  General 
designated  by  the  Attorney  General,  or  an 
Assistant  Attorney  General  designated  by 
the  Attorney  General,  shall  not  t)e  delegat- 
ed to,  or  carried  out  by.  any  other  officer  or 
employee  of  the  Department  of  Justice.". 

(b)  Technical  Amendment.— The  table  of 
chapters  for  part  I  of  title  5,  United  States 
Code,  is  amended  by  inserting  after  the  item 
relating  to  chapter  7  the  following  new 
item: 

"8.    Administrative   Remedies   for   False 

Claims  and  Statements 801.". 

(c)  Conforming  Amendments.— Section 
504(b)(1)(C)  of  title  5.  United  States  Code,  is 
amended— 

(1)  by  striking  out  "and  "  before  '(ii)":  and 

(2)  by  inserting  before  the  semicolon  a 
comma  and  "and  (iii)  any  hearing  conducted 
under  chapter  8  of  this  title". 

SEC.  724.  EFFECTIVE  DATE. 

This  part  and  the  amendments  made  by 
this  part  shall  take  effect  on  the  date  of  en- 
actment of  this  Act.  and  shall  apply  to  any 
claim  or  statement  made,  presented,  or  sub- 
mitted on  or  after  such  date. 

TITLE  VIII— COMMITTEE  ON  LABOR  AND 
Hl'MAN  RESOIRCES 

Sec.  801.  This  title  may  be  cited  as  the 
■'Education  Budget  Savings  Act  of  1986". 

needs  basis  for  the  guaranteed  student 
loan  program 

Sec  802.  (a)  Needs  Basis  Required.— (1) 
Section  428(a)(2)(B)  of  the  Higher  Educa- 
tion Act  of  1965  (hereafter  in  this  title  re- 
ferred to  as  the  "Act")  is  amended  to  read 
as  follows: 

■■(B)  For  the  purpose  of  clause  (ii)  of  sub- 
paragraph (A),  a  student  shall  qualify  for  a 
portion  of  an  interest  payment  under  para- 
graph (1)  if  the  eligible  institution  has  pro- 
vided the  lender  with  a  statement  evidenc- 
ing a  determination  of  need  for  a  loan  and 
the  amount  of  such  need.'. 

(2)(A)  Section  428(a)(2)(B)  of  the  Act  is 
amended  to  read  as  follows: 

■•(D)  The  schedule  of  expected  family  con- 
tributions required  by  section  482  shall 
apply  to  the  determination  required  by  this 
paragraph.  ". 

(B)  Section  428(a)(2)(E)  of  the  Act  is  re- 
pealed. 

(b)  Institutional  Responsibility  for  De- 
termination OF  Need.— Section  428(a)(2)(F) 
of  the  Act  is  amended  to  read  as  follows: 

••(E)(i)  For  the  purpose  of  subparagraph 
(B).  the  amount  of  the  loan  which  is  quah- 
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fied  for  a  payment  under  paragraph  (1)  is 
the  amount  of  the  need  of  such  student  as 
determined  by  the  eligible  institution. 

•■(ii)  An  eligible  institution  may  not.  in 
carrying  out  the  provisions  of  subpara- 
graphs (A)  and  (B)  of  this  paragraph,  pro- 
vide a  statement  which  permits  the  student 
to  receive  tmy  loan  under  this  part  in  excess 
of  the  maximum  amount  applicable  to  such 
loan.". 

<c)  Expected  Family  Contribution 
OrrsET.— Section  428(a)(2)  of  the  Act  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subparagraph: 

"(P)  For  the  purpose  of  subparagraphs 
(B)  and  (C)  of  this  paragraph,  any  loan  ob- 
tained by  a  student  or  a  parent  under  sec- 
tion 428B  of  this  Act  or  under  any  State- 
sponsored  or  private  loan  program  for  an 
academic  year  for  which  the  determination 
is  made  may  be  used  to  offset  the  expected 
family  contribution  of  the  student  for  that 
year.'. 

(d)  Repeal  of  Guaranteed  Student  Loan 
Family  Contribution  Schedule.— Section  9 
of  the  Student  Financial  Assistance  Techni- 
cal Amendments  of  1982  is  repealed. 
interest  rate  for  new  borrowers 

Sec.  803.  (a)  New  Borrowers.— Section 
427A  of  the  Act  is  amended— 

(1)  by  redesignating  subsections  (d)  and 
<e)  as  subsections  (e)  and  (f).  respectively; 
and 

(2)  by  adding  after  subsection  (c)  the  fol- 
lowing new  subsection: 

■■(d)  Interest  Rates  for  New  Borrowers 
After  September  30.  1986.— Notwithstand- 
ing subsections  (a)  and  (b)  of  this  section, 
with  respect  to  any  loan  (other  than  a  loan 
made  pursuant  to  section  428B  and  section 
428C)  to  cover  the  cost  of  instruction  for 
any  period  of  enrollment  beginning  on  or 
after  October  1.  1986.  to  any  borrower  who, 
on  the  date  of  entering  into  the  note  or 
other  written  evidence  of  the  loan,  has  no 
outstanding  balance  of  principal  or  interest 
on  any  loan  made,  insured,  or  guaranteed 
under  this  part,  the  applicable  rate  of  inter- 
est shall  t)e— 

■•(1)8  percent  per  year  on  the  unpaid  prin- 
cipal balance  of  the  loan  during  the  period 
beginning  on  the  date  of  the  disbursement 
of  the  loan  and  ending  with  the  commence- 
ment of  the  repayment  period;  and 

■■(2)  10  percent  per  year  on  the  unpaid 
principal  balance  of  the  loan  during  the  re- 
payment period. ". 

(b)  Conforming  Amendments.— Section 
427A  is  amended— 

(1)  by  inserting  after  the  subsection  desig- 
nation (a)  the  following:  'Rates  To  Be  Con- 
sistent With  Borrower's  Entire  Debt.—": 

(2)  by  inserting  after  the  subsection  desig- 
nation (b)  the  following:  "Reduction  for 
Certain  Borrowers  After  Decline  in  Cer- 
tain Rates.— "; 

(3)  by  inserting  after  the  subsection  desig- 
nation (c)  the  following:  "Rates  for  Supple- 
mental AND  Parental  Loans.—"; 

(4)  by  inserting  after  the  subsection  desig- 
nation (e)  (as  redesignated  by  subsection 
(a))  the  following:  "Lesser  Loan  Rates  Per- 
mitted.—"; and 

(5)  by  inserting  after  the  subsection  desig- 
nation (f)  (as  redesignated  by  subsection 
(a))  the  following:  "Definitions.— ". 

RULE  FOR  REINSURANCE  BASED  ON  DEFAULT 
RATES 

Sec.  804.  Section  428(c)(1)(B)  of  the  Act  is 
amended— 

(1)  by  striking  out  "90  per  centum"  in 
clause  (1)  and  Inserting  in  lieu  thereof  "80 
per  centum";  and 


(2)  by  striking  out  "80  per  centum"  in 
clause  (ii)  and  inserting  in  lieu  thereof  "70 
per  centum". 

special  allowance 
Sec.    805.    (a)    General    Rule.— Section 
438(b)(2)(A)  of  the  Act  is  amended  by  strik- 
ing out    "3.5  per  centum  "  and  inserting  In 
lieu  thereof  "3  per  centum". 

(b)  Special  Rule  for  Holders  Obtaining 
Loans  Prom  Tax  Exempt  Obligations.— 
The  first  sentence  of  section  438(b)(2)(B)(i) 
of  the  Act  Is  amended  by  Inserting  before 
the  period  at  the  end  thereof  a  comma  and 
the  following:  "except  that  in  setting  the 
rate  under  this  division  the  per  centum  pre- 
scribed in  clause  (ill)  of  subparagraph  (A) 
shall  be  3.5  per  ceutum.". 

(c)  Effective  Date.— The  amendments 
made  by  subsections  (a)  and  (b)  of  this  sec- 
tion shall  take  effect  with  respect  to  loans 
made  on  or  after  October  1.  1986. 

definition  of  independent  student 

Sec  806.  Section  482(:)(2)  of  the  Act  is 
amended  to  read  as  follows: 

"(2 MA)  For  the  purpose  of  this  title,  the 
term  "independent  student'  means  a  student 
who  is  determined,  pursuant  to  regulations 
of  the  Secretary,  to  be  independent  of  the 
parents  or  legal  guardians  of  the  students. 

"(B)  In  carrying  out  subparagraph  (A)  of 
this  paragraph,  the  Secretary  shall  apply 
the  criteria  specified  in  subparagraph  (C) 
for  the  relevant  years  described  in  subpara- 
graph (D). 

"(C)  A  student  qualifies  as  an  Independent 
student  for  an  award  year  if  the  student— 

■■(i)  does  not.  during  any  of  the  relevant 
years  described  in  subparagraph  (D).  live  for 
more  than  6  weeks  in  the  home  of  the  stu- 
dent's parent  for  whom  income  must  be  re- 
ported; 

"(11)  is  not.  for  any  of  the  relevant  years 
described  in  subparagraph  (D).  claimed  as  a 
dependent  for  Federal  Income  tax  purposes 
by  such  parent;  and 

■■(ill)  does  not.  during  any  of  the  relevant 
years  described  in  subparagraph  (D).  receive 
financial  assistance  of  more  than  $750  from 
such  parent. 

"(D)  Except  as  provided  in  subparagraph 
(E).  to  qualify  as  an  independent  student 
for  any  award  year— 

■■(i)  an  unmarried  student  who  has  not  at- 
tained 23  years  of  age  by  January  1  of  the 
first  calendar  year  of  the  award  year  must 
satisfy  the  criteria  set  forth  in  subpara- 
graph (C)  for  the  first  calendar  year  of  an 
award  year  and  the  2  preceding  calendar 
years; 

•"(ill  an  unmarried  student  who  has  at- 
tained 23  years  of  age  by  January  1  of  the 
first  calendar  year  of  the  award  year  must 
satisfy  the  criteria  set  forth  in  subpara- 
graph (C)  for  the  first  calendar  year  of  an 
award  year  and  the  preceding  calendar  year; 
"(III)  a  married  student  must  satisfy  the 
criteria  set  forth  in  subparagraph  (C)  for 
the  first  calendar  year  of  the  award  year 
and  the  preceding  year;  and 

"(Iv)  an  unmarried  student  with  minor  de- 
pendents (excluding  a  minor  spouse)  must 
satisfy  the  criteria  .set  forth  In  subpara- 
graph (C)  for  the  fir-st  calendar  year  of  the 
award  year  and  the  preceding  year. 

"(E)  Any  student  will  qualify  to  be  an  in- 
dependent student  if.  before  the  end  of  the 
award  year— 

■■(i)  the  student  Is  an  orphan; 

"(ID  the  student  is  declared  a  ward  of  a 
court;  or 

"(iii)  the  student  is  a  veteran. 
"(F)  A  student  qualifies  as  an  independent 
student  for  an  award  year  if.  In  addition  to 


the  requirements  otherwise  applicable 
under  this  paragraph,  the  student  demon- 
strates to  the  satisfaction  of  the  institution, 
in  accordance  with  guidelines  prescribed  by 
the  Secretary,  how.  for  any  of  the  relevant 
years  prescribed,  such  student  was  self-sup- 
porting.". 

recovery  of  outstanding  advances  to 

GUARANTY  agencies 

Sec.  807.  Section  422(d)(1)  of  the  Act  is 
amended— 

( 1 )  by  inserting  after  the  first  sentence 
the  following  new  sentence:  "The  Secretary 
shall,  in  accordance  with  the  requirements 
of  paragraph  (2).  recover  (and  so  deposit)  an 
amount  equal  to  $20,000,000  during  fiscal 
year  1987.  ";  and 

(2)  by  inserting  "additional"  before 
"$75,000,000  "  in  the  last  sentence. 

HOUSING  and  other  EDUCATIONAL  FACILITIES 
LOANS  REAUTHORIZED 

Sec.  808.  (a)  Title  VII  of  the  Act  is  amend- 
ed- 

( 1 )  by  redesignating  part  D  as  part  E; 

(2)  by  redesignating  section  741  and  sec- 
tion 742  as  section  751  and  section  752,  re- 
spectively; and 

(3)  by  adding  after  part  C  the  following 
new"  part: 

••H.\RT  D— HOI  SIM;  \SD  OTHER 
EI)rC.4TIO.N'AL  FACILITIES  LOANS 

"FEDERAL  ASSISTANCE  IN  THE  FORM  OF  LOANS 

"Sec.  741.  (a)  Authority  and  Conditions 
FOR  Loans.— To  assist  undergraduate  post- 
secondary  educational  Institutions  in  the 
construction,  reconstruction,  or  renovation 
of  housing,  undergraduate  academic  facili- 
ties, and  other  educational  facilities  for  stu- 
dents and  faculties,  the  Secretary  may  make 
loans  of  funds  to  such  Institutions  for  the 
construction,  reconstruction,  or  renovation 
of  such  facilities.  No  such  assistance  shall 
be  provided  unless— 

"(1)  the  educational  institution  involved  is 
unable  to  secure  the  necessary  funds  for  the 
construction  or  purchase  from  other  sources 
upon  terms  and  conditions  equally  as  favor- 
able as  the  terms  and  conditions  applicable 
to  loans  under  this  title;  and 

"(2)  the  Secretary  finds  that  any  such 
construction  will  be  undertaken  in  an  eco- 
nomical manner,  and  that  any  such  facili- 
ties are  not  or  will  not  be  of  elaborate  or  ex- 
travagant design  or  materials. 

"(b)  Use  of  Loans  for  Previously  Made 
Contracts.— Any  undergraduate  postsec- 
ondary  educational  institution  which,  prior 
to  the  date  of  enactment  of  this  section,  has 
contracted  for  housing  or  other  educational 
facilities  may.  in  connection  therewith,  re- 
ceive loans  authorized  under  this  title,  as 
the  Secretary  may  determine.  No  such  loan 
shall  be  made  for  any  housing  or  other  edu- 
cational facilities,  the  construction  of  which 
was  begun  prior  to  the  effective  date  of  this 
section,  or  completed  prior  to  the  filing  of 
an  application  under  this  title. 

"(c)  Amount  and  Conditions  of  Loans.— A 
loan  to  an  undergraduate  postsecondary 
educational  institution- 

"(1)  may  be  in  an  amount  not  exceeding 
the  total  development  cost  of  the  facility,  as 
determined  by  the  Secretary; 

""(2)  shall  be  secured  in  such  manner  and 
be  repaid  within  such  period,  not  exceeding 
forty  years,  as  may  be  determined  by  the 
Secretary;  and 

"(3)  shall  bear  Interest  at  a  rate  deter- 
mined by  the  Secretary  of  the  Treasury 
which  shall  not  be  more  than  the  average 
current  yield  on  outstanding  obligations  of 
the  United  States  of  comparable  maturities 
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in  the  month  preceding  the  month  in  which 
the  contract  for  such  loan  is  made. 

"(d)  Use  of  Funds  From  Title  IV  of  the 
Housing  Act  of  1950.— Funds  obtained  pur- 
suant to  section  401(d)  of  the  Housing  Act 
of  1950  shall  be  available  for  the  purposes 
of  carrying  out  this  part.  For  such  purposes, 
the  total  amount  of  notes  and  obligations 
which  the  Secretary  may  continue  to  issue 
and  have  outstanding  for  purchase  by  the 
Secretary  of  the  Treasury  shall  not  exceed 
the  amount  issued  and  outstanding  under 
such  section  401(d)  as  of  September  30. 
1985.  Such  notes  and  other  obligations  shall 
be  in  such  forms  and  denominations,  have 
such  maturities,  and  be  subject  to  such 
terms  and  conditions  as  may  be  prescribed 
by  the  Secretary,  with  the  approval  of  the 
Secretary  of  the  Treasury.  Such  notes  or 
other  obligations  issued  to  obtain  funds  for 
loan  contracts  entered  into  after  the  effec- 
tive date  of  the  Education  Savings  Act  of 
1986  shall  bear  interest  at  a  rate  determined 
by  the  Secretary  of  the  Treasury  which 
shall  not  be  more  than  the  average  current 
yield  on  outstanding  obligations  of  the 
United  States  of  comparable  maturities  in 
the  month  preceding  the  month  in  which 
the  contract  for  such  loan  is  made.  The  Sec- 
retary of  the  Treasury  is  authorized  and  di- 
rected to  purchase  any  notes  and  other  obli- 
gations of  the  Secretary  issued  under  this 
part  and  for  such  purpose  is  authorized  to 
use  as  a  public  debt  transaction  the  pro- 
ceeds from  the  sale  of  any  securities  issued 
under  chapter  31  of  title  31,  United  States 
Code,  and  the  purposes  for  which  securities 
may  be  issued  under  such  chapter  are  ex- 
tended to  include  any  purchases  of  such 
notes  and  other  obligations.  The  Secretary 
of  the  Treasury  may  at  any  time  sell  any  of 
the  notes  or  other  obligations  acquired 
under  this  part.  All  redemptions,  purchases, 
and  sales  by  the  Secretary  of  the  Treasury 
of  such  notes  or  other  obligations  shall  be 
treated  as  public  debt  transactions  of  the 
United  States. 

•■(e)  Use  of  Funds.— Not  less  than  10  per- 
cent of  the  funds  held  by  the  Secretary 
under  subsection  (d)  of  this  section  shall  be 
made  available  for  loans  under  this  part  for 
each  fiscal  year. 

■■(f)  Appropriation  To  Cover  Notes  and 
Obligations  Not  Covered  by  Loan  Repay- 
ment.—There  are  authorized  to  be  appropri- 
ated to  the  Secretary  such  sums  as  may  be 
necessary,  together  with  principal  and  inter- 
est payments  made  by  postsecondary  educa- 
tional institutions  assisted  with  loans  made 
under  this  part  (or  under  title  IV  of  the 
Housing  Act  of  1950),  for  payment  on  notes 
and  obligations  issued  by  the  Secretary 
under  this  part  or  such  title. 

"GENERAL  PROVISIONS 

■'Sec  742.  (a)  Budget  and  Accounting.— In 
the  performance  of,  and  with  respect  to,  the 
functions,  powers,  and  duties  under  this 
part,  the  Secretary,  notwithstanding  the 
provisions  of  any  other  law.  shall— 

■■(1)  prepare  annually  and  submit  a  budget 
program  as  provided  for  wholly  owned  Gov- 
ernment corporations  by  chapter  91  of  title 
31.  United  States  Code;  and 

•(2)  maintain  a  set  of  accounts  which 
shall  be  audited  by  the  Comptroller  General 
in  accordance  with  the  provisions  of  chapter 
35  of  title  31.  United  States  Code,  but  such 
financial  transactions  of  the  Secretary,  as 
the  making  of  loans  and  vouchers  approved 
by  the  Secretary,  in  connection  with  such  fi- 
nancial transactions  shall  be  final  and  con- 
clusive upon  all  officers  of  the  Government. 

■■(b)  Use  of  Funds.— Funds  made  available 
to  the  Secretary  pursuant  to  the  provisions 


of  this  part  shall  be  deposited  in  a  checking 
account  or  accounts  with  the  Treasurer  of 
the  United  States.  Receipts  and  assets  ob- 
tained or  held  by  the  Secretary  in  connec- 
tion with  the  performance  of  functions 
under  this  part,  and  all  funds  available  for 
carrying  out  the  functions  of  the  Secretary 
under  this  part  (including  appropriations 
therefore,  which  are  hereby  authorized), 
shall  be  available,  in  such  amounts  as  may 
from  year  to  year  be  authorized  by  the  Con- 
gress, for  the  administrative  expenses  of  the 
Secretary  in  connection  with  the  perform- 
ance of  such  functions. 

■'(c)  Legal  Powers.— In  the  performance 
of,  and  with  respect  to.  the  functions, 
powers,  and  duties  under  this  part,  the  Sec- 
retary, notwithstanding  the  provisions  of 
any  other  law.  may— 

"(1)  prescribe  such  rules  and  regulations 
as  may  be  necessary  to  carry  out  the  pur- 
poses of  this  part; 

■•(2)  sue  and  be  sued; 

■■(3)  foreclose  on  any  property  or  com- 
mence any  action  to  protect  or  enforce  any 
right  conferred  upon  him  by  any  law.  con- 
tract, or  other  agreement,  and  bid  for  and 
purchase  at  any  foreclosure  or  any  other 
sale  any  property  in  connection  with  which 
the  Secretary  has  made  a  loan  pursuant  to 
this  part; 

'■(4)  in  the  event  of  any  such  acquisition, 
notwithstanding  any  other  provision  of  law 
relating  to  the  acquisition,  handling,  or  dis- 
posal of  real  property  by  the  United  States, 
complete,  administer,  remodel  and  convert, 
dispose  of,  lease  and  otherwise  deal  with, 
such  property,  but  any  such  acquisition  of 
real  property  shall  not  deprive  any  State  or 
political  subdivision  thereof  of  its  civil  or 
criminal  jurisdiction  in  and  over  such  prop- 
erty or  impair  the  civil  rights  under  the 
State  or  local  laws  of  the  inhabitants  on 
such  property; 

■■(5)  sell  or  exchange  at  public  or  private 
sale,  or  lease,  real  or  personal  property,  and 
sell  or  exchange  any  securities  or  obliga- 
tions, upon  such  terms  as  the  Secretary  may 
fix; 

"(6)  obtain  insurance  against  loss  In  con- 
nection with  property  and  other  assets  held; 

■■(7)  subject  to  the  specific  limitations  in 
this  part,  consent  to  the  modification,  with 
respect  to  the  rate  of  interest,  time  of  pay- 
ment of  any  installment  of  principal  or  in- 
terest, security,  or  atiy  other  term  of  any 
contract  or  agreement  to  which  the  Secre- 
tary is  a  party  or  which  has  been  trans- 
ferred to  the  Secretary  pursuant  to  this 
part  granting  to  a  borrower  of  a  loan  made 
before  October  1.  1986.  the  option  of  repay- 
ing the  loan  at  a  discount  computed  in  ac- 
cordance with  subsection  (d);  and 

"(8)  include  in  any  contract  or  instrument 
made  pursuant  to  this  title  such  other  cov- 
enants, conditions,  or  provisions  as  may  be 
necessary  to  assure  that  the  purposes  of 
this  part  will  be  achieved. 

■■(d)  Computation  of  Allowable  Dis- 
counts.—The  Secretary  shall  compute  the 
discount  which  may  be  offered  to  a  borrow- 
er as  an  inducement  to  early  repayment 
under  subsection  (b)(7)  in  an  amount  deter- 
mined by  the  Secretary  to  be  in  the  best  fi- 
nancial interests  of  the  Government,  taking 
into  account  the  yield  on  outstanding  mar- 
ketable obligations  of  the  United  States 
having  maturities  comparable  to  the  re- 
maining term  of  such  loan,  if  (1)  the  repay- 
ment is  made  from  non-Federal  sources.  (2) 
the  Secretary  has  received  satisfactory  as- 
surances that  the  housing  or  other  educa- 
tional facilities  financed  with  the  loan  will 
continue  to  be  used  for  purposes  related  to 


the  educational  institution  for  the  original 
term  of  the  loan,  and  (3)  the  repayment  is 
made  prior  to  October  1.  1991. 

■■(e)  Contracts  for  Supplies  or  Serv- 
ices—Section  3709  of  the  Revised  Statutes 
shall  not  apply  to  any  contract  for  services 
or  supplies  on  account  of  any  property  ac- 
quired pursuant  to  this  part  if  the  amount 
of  such  contract  does  not  exceed  $1,000. 

•(f)  Applicability  of  Government  Corpo- 
ration Control  Act.— The  provisions  of  sec- 
tion 9107(a)  of  title  31.  United  States  Code, 
which  are  applicable  to  corporations  or 
agencies  subject  to  chapter  91  of  such  title, 
shall  also  be  applicable  to  the  activities  of 
the  Secretary  under  this  part. 

■■(g)  Wage  Rates.— The  Secretary  shall 
take  such  action  as  may  be  necessary  to 
ensure  that  all  laborers  and  mechanics  em- 
ployed by  contractors  or  subcontractors  or 
any  project  assisted  under  this  part,  the 
construction  or  rehabilitation  of  which  was 
commenced  after  the  date  of  enactment  of 
the  Housing  Act  of  1950— 

••(  1 )  shall  be  paid  wages  at  rates  not  less 
than  those  prevailing  on  the  same  type  of 
work  on  similar  construction  in  the  immedi- 
ate locality  as  determined  by  the  Secretary 
of  Labor  in  accordance  with  the  Act  of 
March  3.  1931  (Davis-Bacon  Act),  as  amend- 
ed; and 

••(2)  shall  be  employed  not  more  than 
forty  hours  in  any  one  week  unless  the  em- 
ployee receives  wages  for  his  employment  in 
excess  of  the  hours  specified  above  at  a  rate 
not  less  than  one  and  one-half  times  the 
regular  rate  at  which  he  is  employed; 

but  the  Secretary  may  waive  the  application 
of  this  subsection  in  cases  or  classes  of  cases 
where  laborers  or  mechanics,  not  otherwise 
employed  at  any  time  in  the  construction  of 
such  project,  voluntarily  donate  their  serv- 
ices without  full  compensation  for  the  pur- 
pose of  lowering  the  costs  of  construction 
and  the  Secretary  determines  that  any 
amounts  saved  thereby  are  fully  credited  to 
the  educational  institution  undertaking  the 
construction. 

■(h)  Sales  of  Obligations  Required.— 
The  Secretary  shall  sell,  at  public  or  private 
sale,  obligations  held  under  this  title  upon 
such  terms  as  the  Secretary  may  fix  and  in 
such  amounts  as  the  Secretary  determines 
will  carry  out  the  directions  in  the  concur- 
rent resolution  on  the  budget  for  the  fiscal 
year  1987  (S.  Con.  Res.  120.  99th  Congress, 
agreed  to  June  27.  1986). 

•apportionment;  priorities;  limitation 

•Sec  743.  (a)  Apportionment.— Not  more 
than  12.5  percent  of  the  amount  of  the 
funds  provided  for  in  this  part  in  the  form 
of  loans  shall  be  made  available  to  educa- 
tional institutions  within  any  one  State. 

••(b)  Priorities.— In  awarding  loans  under 
this  part,  the  Secretary  shall  give  priority- 

••(A)  to  loans  for  renovation  or  reconstruc- 
tion of  undergraduate  academic  facilities; 

■■(B)  to  loans  for  renovation  or  reconstruc- 
tion of  older  undergraduate  academic  facili- 
ties and  undergraduate  academic  facilities 
that  have  gone  without  major  renovation  or 
reconstruction  for  an  extended  period. 

•■(c)  Limitation.— No  loan  application  may 
be  made  under  this  part  until  10  years  after 
the  date  on  which  an  undergraduate  post- 
secondary  educational  institution  received  a 
loan  under  this  part. 

■definitions 

•Sec  744.  For  the  purposes  of  this  part- 
ed)     Housing.— The      term       housing" 
means— 
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"(A)  new  or  existing  structures  suitable 
for  dwelling  use.  including  single-room  dor- 
mitories and  apartments:  and 

"(B)  dwelling  facilities  provided  for  reha- 
bilitation, alteration,  conversion,  or  im- 
provement of  existing  structures  which  are 
otherwise  inadequate  for  the  proposed 
dwelling  use. 

••(2)  Educational  institution.— The  term 
'undergraduate  postsecondary  educational 
institution'  means— 

"(AMi)  any  educational  institution  which 
offers,  or  provides  satisfactory  assurance  to 
the  Secretary  that  it  will  offer  within  a  rea- 
sonable time  after  completion  of  a  facility 
for  which  assistance  is  requested  under  this 
part,  at  least  a  two-year  program  acceptable 
for  full  credit  toward  a  baccalaureate  degree 
(including  any  public  educational  institu- 
tion, or  any  private  educational  institution 
no  part  of  the  net  earnings  of  which  inures 
to  the  benefit  of  any  private  shareholder  or 
individual):  or 

"(ii)  any  public  educational  institution 
which— 

"(I)  is  administered  by  a  college  or  univer- 
sity which  is  accredited  by  a  nationally  rec- 
ognized accrediting  agency  or  association: 

"(II)  offers  technical  or  vocational  in- 
struction: and 

"(III)  provides  residential  facilities  for 
some  or  all  of  the  students  receiving  such 
instruction: 

"(B)  any  hospital  operating  a  school  of 
nursing  beyond  the  level  of  high  school  ap- 
proved by  the  appropriate  State  authority. 
or  any  hospital  approved  for  internships,  by 
recognized  authority,  if  such  hospital  is 
either  a  public  hospital  or  a  private  hospi- 
tal, no  part  of  the  net  earnings  of  which 
inures  to  the  benefit  of  any  private  share- 
holder or  individual: 

"(C)  any  corporation  (no  part  of  the  net 
earnings  of  which  inures  to  the  benefit  of 
any  private  shareholder  or  individual)— 

"(i)  established  for  the  sole  purpose  of 
providing  housing  or  other  educational  fa- 
cilities for  students  or  students  and  faculty 
of  one  or  more  institutions  included  in 
clause  (A)  of  this  paragraph  without  regard 
to  their  membership  in  or  affiliation  with 
any  social,  fraternal,  or  honorary  society  or 
organization:  and 

"(ii)  upon  dissolution  of  which  all  title  to 
any  property  purchased  or  built  from  the 
proceeds  of  any  loan  which  is  made  under 
section  741.  will  pass  to  such  institution  (or 
to  any  one  or  more  of  such  institutions) 
unless  it  is  shown  to  the  satisfaction  of  the 
Secretary  that  such  property  or  the  pro- 
ceeds from  its  sale  will  be  u.sed  for  some 
other  nonprofit  educational  purpose: 

"(D)  any  agency,  public  authority,  or 
other  instrumentality  of  any  State,  estab- 
lished for  the  purpose  of  providing  or  fi- 
nancing housing  or  other  educational  facili- 
ties for  students  or  faculty  of  any  educa- 
tional institution  included  in  clause  (A)  of 
this  paragraph,  but  nothing  in  this  para- 
graph shall  require  an  institution  included 
in  clause  (A)  of  this  paragraph  to  obtain 
loans  or  grants  through  any  instrumentality 
included  in  this  clause:  and 

"(E)  any  nonprofit  student  housing  coop- 
erative corporation  established  for  the  pur- 
pose of  providing  housing  for  students  or 
students  and  faculty  of  any  institution  in- 
cluded in  clause  (A)  of  this  paragraph. 
In  the  case  of  any  loan  made  under  section 
741  to  a  corporation  described  in  clause  (C) 
of  this  paragraph  which  was  not  established 
by  the  institution  or  institutions  for  whose 
students  or  students  and  faculty  it  would 
provide  housing,  or  to  a  student  housing  co- 


operative corporation  described  in  clause 
(E)  of  this  paragraph,  and  in  the  case  of  any 
loan  which  is  obtained  from  other  sources 
by  such  a  corporation,  the  Secretary  shall 
require  that  the  note  securing  such  loan  be 
cosigned  by  such  institution  (or  by  any  one 
or  more  of  suf-h  institutions).  Where  the  law 
of  any  State  in  effect  on  the  date  of  enact- 
ment of  the  Housing  Act  of  1964  prevents 
the  institution  or  institutions,  for  whose 
students  or  students  and  faculty  housing  is 
to  be  provided,  from  cosigning  the  note,  the 
Secretary  shall  require  .he  corporation  and 
the  proposed  project  to  be  approved  by  such 
institution  (or  by  any  one  or  more  of  such 
institutions)  in  lieu  of  such  cosigning. 

"(3)  Undergraduate  academic  facilities.— 
(A)  Except  as  provided  in  subparagraph  (B) 
of  this  paragraph,  the  term  'undergraduate 
academic  facilities'  means  structures  suita- 
ble for  use  as  classrooms,  laboratories,  li- 
braries, and  related  facilities,  the  primary 
purpose  of  which  is  the  instruction  of  stu- 
dents pursuing  a  baccalaureate  degree,  or 
for  administration  of  the  educational  pro- 
grams serving  such  students,  of  an  institu- 
tion of  higher  education,  and  maintenance, 
storage,  or  utility  facilities  essential  to  oper- 
ation of  the  foregoing  facilities,  as  well  as 
infirmaries  or  other  facilities  designed  to 
provide  primarily  for  outpatient  care  of  stu- 
dent and  in.structional  personnel.  Plans  for 
such  facilities  shall  be  in  compliance  with 
such  standards  as  the  Secretary  may  pre- 
scribe or  approve  in  order  to  insure  that 
projects  assisted  with  the  use  of  Federal 
funds  under  this  title  shall  be.  to  the  extent 
appropriate  in  view  of  the  uses  to  be  made 
of  the  facilities,  accessible  to  and  usable  by 
handicapped  persons. 

"(B)  The  term  undergraduate  academic 
facilities'  shall  not  include— 

■•(i)  any  facility  intended  primarily  for 
events  for  which  admission  is  to  be  charged 
to  the  general  public. 

"(ii)  any  gymnasium  or  other  facility  spe- 
cially designed  for  athletic  or  recreational 
activities,  other  than  for  an  academic  course 
in  physical  education  or  where  the  Secre- 
tary finds  that  the  physical  integration  of 
such  facilities  with  other  undergraduate 
academic  facilities  included  under  this  part 
is  required  to  carry  out  the  objectives  of 
this  part. 

"(iii)  any  facility  used  or  to  be  used  for 
sectarian  instruction  or  as  a  place  for  reli- 
gious worship,  or 

"(iv)  any  facility  which  (although  not  a 
facility  described  in  the  preceding  clause)  is 
used  or  to  be  used  primarily  in  connection 
with  any  part  of  the  program  of  a  school  or 
department  of  divinity. 

■■(4)  Development  cost.— The  term  devel- 
opment cost'  means  costs  of  the  construc- 
tion of  the  housing  or  other  educational  fa- 
cilities and  the  land  on  which  it  is  located, 
including  necessary  site  improvements  to 
permit  its  use  for  housing  or  other  educa- 
tional facilities:  except  that  in  the  case  of 
the  purchase  of  facilities  such  term  means 
the  cost  as  approved  by  the  Secretary. 

"(5)  Faculties.— The  term  faculties' 
means  members  of  the  faculty  and  their 
families. 

"(6)  Other  educational  facilities.— The 
term  other  educational  facilities'  means  (A) 
new  or  existing  structures  suitable  for  use 
as  cafeterias  or  dining  halls,  student  centers 
or  student  unions,  infirmaries  or  other  inpa- 
tient or  outpatient  health  facilities,  or  for 
other  essential  service  facilities,  and  (B) 
structures  suitable  for  the  above  uses  pro- 
vided by  rehabilitation,  alteration,  conver- 
sion, or  improvement  of  existing  structures 


which  are  otherwise   inadequate  for  such 
uses.". 

(b)  Title  IV  of  the  Housing  Act  of  1950  is 
repealed. 

effective  date 
Sec  809.  Except  as  otherwise  provided  in 
this  Act.  the  amendments  made  by  this  title 
shall  take  effect  on  October  1.  1986. 

TITLE  IX— CO.MMITTEE  ON  S.MALL 
BISINESS 

SEC.  901.  PILOT  LOAN  ASSET  SALE. 

Title  V  of  the  Small  Business  Investment 
Act  of  1958  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

"Sec  506.  (a)  Except  as  provided  in  sub- 
section (c).  notwithstanding  any  law.  rule, 
or  regulation,  the  Secretary  of  the  Treasury 
shall  sell  to  the  public,  by  private  placement 
or  otherwise  as  the  Secretary  determines  to 
be  appropriate,  all  of  the  right,  title,  and  in- 
terest in  debentures  issued  pursuant  to  sec- 
tion 503  of  this  title  and  held  by  the  Federal 
Financing  Bank  in  such  amounts  as  to  real- 
ize net  proceeds  of— 

"(1)  $343,000,000  from  such  sales  during 
fiscal  year  1987: 

"(2)  $55,000,000  from  such  sales  during 
fiscal  year  1988:  and 

"(3)  $14,000,000  from  such  sales  during 
fiscal  year  1989. 

"(b)  Simultaneously  with  the  sale  referred 
to  in  subsection  (a),  the  Administration 
shall  assign  all  of  its  interest  in  notes,  mort- 
gages, guarantees,  security  interest,  or  other 
interest  in  underlying  collateral  supporting 
any  debenture  sold  pursuant  to  this  section 
to  the  purchaser  of  such  interest. 

"(c)  Any  sales  by  the  Secretary  under  this 
section  shall  be  on  a  nonrecourse  basis  to 
the  Federal  Government  and  shall  provide 
that  for  purposes  of  disbursements,  collec- 
tions, and  payments  of  receipts  to  purchas- 
ers the  companies  certified  under  section 
503  of  this  title  shall  continue  to  have  the 
right  to  service  the  loans  underlying  such 
debentures. 

"(d)  In  the  event  of  default  on  a  deben- 
ture, the  liability  of  the  relevant  certified 
development  company  shall  be  limited  to  all 
payments  made  by  the  small  business  con- 
cern to  the  certified  development  company 
and  the  collateral  securing  the  defaulted 
loan. 

"(e)  With  the  sale  of  each  debenture  as 
specified  in  subsection  (a),  the  Administra- 
tion's guarantee  of  timely  payment  of  prin- 
cipal and  interest  on  the  debenture  will  be 
deemed  discharged.  The  Administration 
shall  incur  no  liability  or  obligation  to  the 
Secretary  or  the  Federal  Financing  Bank  in 
connection  with  any  sale  of  a  debenture 
under  this  section."'. 

Sec  902.  In  order  to  achieve  the  budget 
savings  specified  in  the  amendment  made  by 
section  901  of  this  Act.  neither  the  Secre- 
tary of  the  Treasury  nor  the  Administration 
shall  sell  any  loans,  portions  of  loans,  or 
notes  or  debentures  guaranteed  by  the  Ad- 
ministration pursuant  either  to  the  Small 
Business  Act  or  the  Small  Business  Invest- 
ment Act  of  1958  except  those  specified  in 
the  amendment  made  by  section  901,  except 
that  this  section  shall  not  apply  to  the  sale 
of  debentures  or  other  securities  provided 
for  in  sections  321  and  504  of  the  Small 
Business  Investment  Act  of  1958. 
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TITLE  X— SOCIAL  SECURITY  COLAS 

SEl .  lOfll.  KEMOVAI.  OF  THREE  PERCENT  THRESH- 
OLD KOR  COSTOKLIVING  AIUIST- 
MENTS. 

(a)  Short  Title.— This  title  may  be  cited 
as  the  "Cost-of-Living  Adjustment  Reform 
Act  of  1986". 

(b)  In  General.— 

(1)  Section  215(i)  of  the  Social  Security 
Act  is  amended  by  striking  out  "is  3  percent 
or  more"  in  paragraph  (1)(B)  and  inserting 
in  lieu  thereof  "is  greater  than  zero". 

(2)  Section  215(i)(l)(B)  of  such  Act,  as  in 
effect  in  December  1978  and  applied  in  cer- 
tain cases  under  the  provisions  of  such  Act 
as  in  effect  after  December  1978,  is  amended 
by  striking  out  "exceeds,  by  npt  less  than  3 
per  centum,  such  Index"  and  inserting  in 
lieu  thereof  "exceeds  such  Index". 

(3)  Section  215(i)(2)(C)  of  such  Act  is 
amended— 

(A)  by  striking  out  clause  (i)  and  redesig- 
nating clauses  (ii)  and  (iii)  as  clauses  (i)  and 
(ii),  respectively:  and 

(B)  by  striking  out  "under  clause  (ii)"  and 
clause  (ii)  as  so  redesignated  and  inserting 
in  lieu  thereof  "under  clause  (i)". 

(4)  Section  215(i)(2)(C)  of  such  Act,  as  in 
effect  in  December  1978  and  applied  in  cer- 
tain cases  under  the  provisions  of  such  Act 
as  in  effect  after  December  1973  is  amended 
by  striking  out  clause  (i)  and  by  striking  out 
"(ii)". 

(5)  Section  215(i)(4)  of  such  Act  is  amend- 
ed by  inserting  "and  by  the  Cost-of-Living 
Adjustment  Reform  Act  of  1986"  after 
"Social  Security  Amendments  of  1983". 

(6)  Section  215(i)(5)(A)(i)  of  such  Act  is 
amended  by  striking  out  "because  the  wage 
percentage  increase  was  less  than  3  percent" 
and  inserting  in  lieu  thereof  "because  there 
was  no  wage  percentage  increase  greater 
than  zero". 

(c)  Technical  Amendment  to  SMI  Pro- 
cram.— Section  1839(f)(2)(A)  of  such  Act  is 
amended  to  read  as  follows: 

"(A)  the  monthly  premium  amount  deter- 
mined under  subsection  (a)(2)  for  that  Janu- 
ary reduced  by  the  amount  (if  any)  by 
which  the  month  benefit  under  section  202 
or  223  for  that  November,  after  the  deduc- 
tion of  the  premium  (disregarding  subsec- 
tion (b))  for  that  individual  for  that  Decem- 
ber and  after  rounding  under  section  215(g), 
would  exceed  the  monthly  benefit  under 
section  202  or  223  for  that  December,  after 
the  deduction  of  monthly  premium  amount 
determined  under  subsection  (a)(2)  (disre- 
garding subsection  (b))  for  that  individual 
for  that  January  and  after  rounding  under 
section  215(g),  or". 

(d)  Effective  Date.— 

(1)  Except  as  otherwise  provided  in  this 
subsection,  the  amendments  made  by  this 
section  shall  apply  with  respect  to  cost-of- 
living  increases  determined  in  1986  and  all 
subsequent  years. 

(2)  The  amendments  made  by  paragraphs 
(3)  and  (4)  of  subsection  (b)  shall  apply  with 
respect  to  months  beginning  after  Septem- 
ber 1986. 

(3)  The  amendment  made  by  subsection 
(c)  shall  apply  with  respect  to  monthly  pre- 
miums (under  section  1839  of  the  Social  Se- 
curity Act)  for  months  after  December  1986. 

TITLE  XI-MISCELLANEOUS 
PROVISIONS 

SEC.  110)   tOMriTATlOS  OK  RETIREMENT  ANNIITV 
FOR  PART-Tl.ME  EMHl.OY.MENT. 

(a)(1)  Subsection  (b)  of  section  15204  of 
the  Consolidated  Omnibus  Budget  Reconcil- 
iation Act  of  1985  (Public  Law  99-272:  100 
Stat.  335)  is  repealed. 


(2)  The  provision  of  title  38,  United  States 
Code,  that  was  repealed  by  such  subsection 
is  revived. 

(b)  Subsection  (c)  of  section  15204  of  such 
Act  is  redesignated  as  subsection  (b). 

(c)  This  section  is  effective  with  respect  to 
individuals  who  retire  after  September  19, 
1986. 

SEC.  1102.  MAKING  RILES  ON  EXTRANEOIS  PROVI- 
SIONS PERMANENT. 

(a)  Section  20001(c)  of  Public  Law  99-272 
is  amended  by  striking  out  "and  shall 
remain  in  effect  until  January  2,  1987". 

(b)  Senate  Resolution  286.  adopted  De- 
cember 19,  1985,  is  amended  by  striking 
"section  1201"  each  place  it  appears  and  in- 
serting in  lieu  thereof  "section  20001". 

SEC.  1103.  MODIFICATION  OF  DEADLINE  FOR  SIB- 
MISSION  OF  PRESIDENTS  HCDCET. 

(a)  Section  1105(a)  of  title  31,  United 
States  Code,  is  amended  by  striking  out 
"first  Monday  after  January  3  of  each  year 
(or  on  or  before  February  5  in  1986)"  and  in- 
serting in  lieu  thereof  "first  Tuesday  in  Feb- 
ruary of  each  year". 

(b)  Section  300  of  the  Congressional 
Budget  Act  of  1974  is  amended  by  striking 
out  "First  Monday  after  January  3"  and  in- 
serting in  lieu  thereof  "First  Tuesday  in 
February". 

(c)  Section  1109(a)  of  title  31,  United 
States  Code,  is  amended  by  striking  out  "On 
or  before  the  first  Monday  after  January  3 
of  each  year  (on  or  before  February  5  in 
1986)"  and  inserting  "Concurrently  with 
each  budget  submitted  pursuant  to  section 
1105(a)  of  this  title". 

SEC.  1 101.  TREATMENT  OF  I.ttAN  ASSET  SALES  FOR 
DEFK  IT  REDl  (TION. 

(a)  In  order  to  achieve  the  purposes  of  the 
concurrent  resolution  on  the  budget  for 
fiscal  year  1987.  S.  Con.  Res.  120,  99th  Con- 
gress, and  notwithstanding  any  other  provi- 
sion of  this  Act,  any  sale  of  debentures,  as 
well  as  any  underlying  Federal  guaranty,  by 
the  Secretary  of  the  Treasury,  or  any  other 
agent  of  the  United  States,  pursuant  to  pro- 
visions of  this  Act.  shall  be  without  recourse 
to  the  Federal  Government  and  shall  dis- 
charge the  Federal  Government's  obliga- 
tions with  respect  to  any  individual  purchas- 
er or  assignee  of  such  debenture. 

(b)  In  the  interest  of  budgetary  savings, 
it  is  the  intent  of  the  Congress  that  this  sec- 
tion be  interpreted  by  the  Secretary  of  the 
Treasury,  or  any  other  agent  of  the  United 
States,  and  any  court  of  law.  as  superseding 
any  provision  of  this  Act  appearing  to  set 
forth  a  contrary  requirement. 

SEC.  110.1.  DENIAL  OF  CERTAIN  TAX  BENEFITS 
WITH  RESPECT  TO  AtTIVITIES  IN  CER- 
TAIN FOREIGN  COl  NTRIES. 

(a)  Denial  of  Foreign  Tax  Credit.— Sec- 
tion 901  (relating  to  taxes  of  foreign  coun- 
tries and  of  possessions  of  the  United 
States)  is  amended  by  redesignating  subsec- 
tion (i)  as  subsection  (j)  and  by  inserting 
after  subsection  (h)  the  following  new  sub- 
section: 

"(i)  Denial  .OF  Foreign  Tax  Credit.  Etc. 
With  Respect  to  Certain  Fobetcn  Coun- 
tries.— 

"(1)  In  general.— Notwithstanding  any 
other  provision  of  this  part— 

"(A)  no  credit  shall  be  allowed  under  sub- 
section (a)  for  any  income,  war  profits,  or 
excess  profits  taxes  paid  or  accrued  (or 
deemed  paid  under  section  902  or  960) 
during  the  taxable  year  to  any  country  to 
which  this  subsection  applies,  and 

"(B)  subsections  (a),  (b),  and  (c)  of  section 
904  and  sections  902  and  960  shall  be  ap- 
plied separately  with  respect  to  income  for 


such  taxable  year  from  sources  within  any 
country  so  identified. 

"(2)  Countries  to  which  subsection  ap- 
plies.— 

"(A)  In  general.— This  subsection  shall 
apply  to  any  foreign  country— 

"(i)  the  government  of  which  the  United 
States  does  not  recognize,  unless  such  gov- 
ernment is  otherwise  eligible  to  purchase 
defense  articles  or  services  under  the  Arms 
Export  Control  Act, 

"(ii)  with  respect  to  which  the  United 
States  has  severed  diplomatic  relations, 

"(iii)  with  respect  to  which  the  United 
States  has  not  severed  diplomatic  relations 
but  does  not  conduct  such  relations,  or 

"(iv)  which  the  Secretary  of  State  has. 
pursuant  to  section  6(j)  of  the  Export  Ad- 
ministration Act  of  1979.  as  amended,  desig- 
nated as  a  foreign  country  which  repeatedly 
provides  support  for  acts  of  international 
terrorisms. 

"(B)  Period  for  which  subsection  ap- 
plies.—This  subsection  shall  apply  to  any 
foreign  country  described  in  subparagraph 
(A)  during  the  period— 

"(i)  beginning  on  the  later  of— 

"(I)  January  1,  1987,  or 

"(II)  6  months  after  such  country  becomes 
a  country  described  in  subparagraph  (A), 
and 

"(ii)  ending  on  the  date  the  Secretary  of 
State  certifies  to  the  Secretary  of  the  Treas- 
ury that  such  country  is  no  longer  described 
in  subparagraph  <A). 

"(3)  Part- year  rule.— If  this  subsection 
applies  to  any  foreign  country  for  any 
period  less  than  an  entire  taxable  year, 
paragraph  (1)  shall  be  applied  by  taking 
into  account  only  that  proportion  of  the 
taxes  and  income  described  in  paragraph  (1) 
for  the  taxable  year  as  the  portion  of  the 
taxable  year  which  includes  such  period 
bears  to  the  entire  taxable  year." 

"(b)  Denial  of  Deferral  of  Income.— 

"(1)  General  rule.— Section  952(a)  (defin- 
ing subpart  F  income)  is  amended  by  strik- 
ing out  "and"  at  the  end  of  paragraph  (3),  , 
by  striking  out  the  period  at  the  end  of 
paragraph  (4)  and  inserting  in  lieu  thereof 
".  and",  and  by  inserting  immediately  after 
paragraph  (4)  the  following  new  paragraph: 

"(5)  the  income  of  such  corporation  de- 
rived from  any  foreign  country  during  any 
period  during  which  section  904(i)  applies  to 
such  foreign  country." 

(2)  Income  derived  from  foreign  coun- 
try.—Section  952  (defining  subpart  F 
income)  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"(e)  Income  Derived  From  Foreign  Coun- 
try.—The  Secretary  shall  prescribe  such 
regulations  as  may  be  necessary  or  appropri- 
ate to  carry  out  the  purposes  of  subsection 
(a)(5).  including  regulations  which  treat 
income  paid  through  1  or  more  entities  as 
derived  from  a  foreign  country  to  which  sec- 
tion 904(i)  applies  if  such  income  was,  with- 
out regard  to  such  entities,  derived  from 
such  country." 

(c)    Effective    Date.— The    amendments 
made  by  this  section  shall  take  effect  on 
January  1,  1987. 
sec:.  ii»«.  food  for  peace  finds. 

Funds  made  available  by  title  IV  of  the 
Agriculture.  Rural  Development,  and  Relat- 
ed Agencies  Appropriations  Act  of  1986  for 
Public  Law  480,  title  II  programs,  and  not 
otherwise  obligated  on  the  date  of  enact- 
ment of  this  section,  shall  be  obligated 
during  fiscal  year  1986  for  the  purposes  for 
which  they  were  made  available  only. 
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SEC.  Ili7.  MEDICARE  PAYMENTS  T<)  I,AR<;E  RIRAI. 
HOSPITALS  SERVING  A  DISPROPOR- 
TIONATE SHARE  or  LOW-INCOME  PA- 
TIENTS. 

(a)  In  General.— Section  1886(d)(5)(F)(v) 
of  the  Social  Security  Act  (42  U.S.C. 
1395ww(d)(5)(P)(v))  is  amended- 

(1)  by  striking  ■or"  at  the  end  of  sub- 
clause ( II ).  and 

(2)  by  striking  subclause  (III)  and  insert- 
ing in  lieu  thereof  the  following  new  sub- 
clauses: 

"(III)  such  percentages  as  are  determined 
by  the  Secretary  to  be  appropriate  for  hos- 
pitals located  in  a  rural  area  which  have  300 
or  more  beds,  or 

"(IV)  45  percent  if  the  hospital  is  located 
in  a  rural  area  and  has  less  than  300  beds." 

(b)  Conforming  Chance.— Section 
1886(d)(5)(P)<iv)  of  such  Act  is  amended- 

(1)  in  subclause  (I)  by  inserting  •.  or  is  lo- 
cated in  a  rural  area  and  has  300  or  more 
beds."  after  "beds.",  and 

(2)  in  subclause  (III)  by  inserting  "and  has 
less  than  300  beds"  after    area". 

<c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  dis- 
charges occurring  on  or  after  October  1. 
1986. 

TITLE   XII-MISCELLANEOUS    RETriRE- 
MENT  BENEFITS  PROTECTIONS 

Subtitle  A— Protections  Prom 
Extraordinary  Public  Debt  Management 

SEC.  1201.  INVESTMENT  AND  RESTORATION  OF 
TRl  ST  Fl  NDS. 

(a)  In  General —Subsection  (d)  of  section 
201  of  the  Social  Security  Act  (42  U.S.C. 
401(d)>  is  amended— 

(1)  by  striking  out  "(1)  on  original  issue" 
and  inserting  in  lieu  thereof  "(A)  on  original 
issue". 

(2)  by  striking  out  "(2)  by  purchase"  and 
inserting  in  lieu  thereof  "(B)  by  purchase": 

(3)  by  striking  out  "It  shall  be"  and  insert- 
ing in  lieu  thereof  "(1)  It  shall  be",  and 

(4)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraphs: 

"(2)If- 

•(A)  any  amounts  in  the  Trust  Punds 
have  not  been  invested  solely  by  reason  of 
the  public  debt  limit,  and 

"(B)  the  taxes  described  in  clause  (3)  or 
<4)  of  subsection  (a)  with  respect  to  such 
amounts  were  appropriated  to  the  Trust 
Punds  have  actually  been  received  into  the 
general  fund  of  the  Treasury  of  the  United 
States. 

such  amounts  shall  be  invested  by  the  Man- 
aging Trustee  as  soon  as  such  investments 
can  be  made  without  exceeding  the  public 
debt  limit  and  without  jeopardizing  the 
timely  payment  of  benefits  under  this  title 
or  under  any  other  provision  of  law  directly 
related  to  the  programs  established  by  this 
title. 

"(3)(A)  Upon  expiration  of  any  debt  limit 
impact  period,  the  Managing  Trustee  shall 
immediately— 

"(i)  reissue  to  each  of  the  Trust  Punds  ob- 
ligations under  chapter  31  of  title  31.  United 
States  Code,  that  are  identical,  with  respect 
to  interest  rate  and  maturity,  to  public  debt 
obligations  held  by  such  Trust  Pund  that— 
(I)  were  redeemed  during  the  debt  limit 
impact  f)eriod.  and 

"(II)  as  determined  by  the  Managing 
Trustee  on  the  basis  of  standard  investment 
procedures  for  such  Trust  Pund  in  effect  on 
the  day  before  the  date  on  which  the  debt 
limit  impact  period  began,  would  not  have 
been  redeemed  if  the  debt  limit  impact 
period  had  not  occurred,  and 

"(ii)  issue  to  each  of  the  Trust  Punds  obli- 
gations under  chapter  31  of  title  31.  United 


States  Code,  that  are  identical,  with  respect 
to  interest  rate  and  maturity,  to  public  debt 
obligations  which— 

"(I)  were  not  issued  during  the  debt  limit 
impact  period,  and 

"(II)  as  determined  by  the  Managing 
Trustee  on  the  basis  of  such  standard  in- 
vestment procedures,  would  have  been 
issued  if  the  debt  limit  impact  period  had 
not  occurred. 

"(B)  Obligations  issued  or  reissued  under 
subparagraph  (A)  shall  be  substituted  for 
obligations  that  are  held  by  the  Trust  Pund. 
and  for  amounts  in  the  Trust  Pund  that 
have  not  been  invested,  on  the  date  on 
which  the  debt  limit  impact  period  ends  in  a 
manner  that  will  ensure  that,  after  such 
substitution,  the  holdings  of  the  Trust  Pund 
will  replicate  to  the  maximum  extent  practi- 
cable the  obligations  that  would  be  held  by 
such  Trust  Pund  if  the  debt  limit  impact 
period  had  not  occurred. 

"(C)  In  determining,  for  purposes  of  this 
paragraph,  the  obligations  that  would  be 
held  by  a  Trust  Pund  if  the  debt  limit 
impact  period  had  not  occurred,  any 
amounts  in  the  Trust  Pund  which  have  not 
been  invested,  and  any  amounts  required  to 
be  invested  under  paragraph  (2),  shall  be 
treated  as  amounts  which  were  required  to 
be  invested  upon  transfer  to  the  Trust 
Pund. 

"(4)  The  Managing  Trustee  shall  pay,  on 
the  first  normal  interest  payment  date  that 
occurs  on  or  after  the  date  on  which  any 
debt  limit  impact  period  ends,  to  each  of  the 
Trust  Punds,  from  amounts  in  the  general 
fund  of  the  Treasury  of  the  United  States 
not  otherwise  appropriated,  an  amount  de- 
termined by  the  Managing  Trustee  to  be 
equal  to  the  excess  of— 

"(A)  the  net  amount  of  interest  that 
would  have  been  earned  by  such  Trust  Pund 
during  such  debt  limit  impact  period  if— 

■(i)  amounts  in  such  Trust  Pund  that 
were  not  invested  during  such  debt  limit 
impact  period  solely  by  reason  of  the  public 
debt  limit  had  been  invested,  and 

"(ii)  redemptions  and  disinvestments  with 
respect  to  such  Trust  Pund  which  occurred 
during  such  debt  limit  impact  period  solely 
by  reason  of  the  public  debt  limit  had  not 
occurred,  over 

"(B)  the  sum  of— 

"(i)  the  net  amount  of  interest  actually 
earned  by  such  Trust  Pund  during  such 
debt  limit  impact  period,  plus 

"(ii)  the  total  amount  of  the  principal  of 
all  obligations  issued  or  reissued  under  para- 
graph (3)(A)  at  the  end  of  such  debt  limit 
impact  period  that  is  attributable  to  interest 
that  would  have  earned  by  such  Trust  Pund 
during  such  debt  limit  impact  period  but  for 
the  public  debt  limit. 

"(5)  Por  purposes  of  this  section— 

"(A)  The  term  public  debt  limit'  means 
the  limitation  imposed  by  subsection  (b)  of 
section  3101  of  title  31.  United  States  Code. 

"(B)  The  term  debt  limit  impact  period' 
means  any  period  for  which  the  Secretary 
of  the  Treasury  determines  that  the  issu- 
ance of  obligations  of  the  United  States  suf- 
ficient to  orderly  conduct  the  financial  oper- 
ations of  the  United  States  may  not  be 
made  without  exceeding  the  public  debt 
limit.". 

(b)  Availability  of  Punds.— Subsection 
(a)  of  section  201  of  the  Social  Security  Act 
is  amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "All  amounts  so 
transferred  shall  be  immediately  available 
exclusively  for  the  purpose  for  which 
amounts  in  the  Trust  Punds  are  specifically 
made  available  under  this  title  or  under  any 


other  provisions  of  law  directly  related  to 
the  programs  established  by  this  title. ". 

SEC.   1302.  civil,  SERVICE  RETIREMENT  AND  DIS- 
ABILITY FCND. 

(a)  Investment  and  Restoration  of  the 
Pund —Section  8348  of  title  5,  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  sul)section: 

"(j)(l)  Notwithstanding  subsection  (c)  of 
this  section,  the  Secretary  of  the  Treasury 
may  suspend  additional  investment  of 
amounts  in  the  Pund  if  necessary  to  ensure 
that  the  public  debt  of  the  United  States 
does  not  exceed  the  public  debt  limit. 

"(2)  Any  amounts  of  the  Pund  which, 
solely  by  reason  of  the  public  debt  limit,  are 
not  invested  shall  be  invested  by  the  Secre- 
tary of  the  Treasury  as  soon  as  such  invest- 
ments can  be  made  without  exceeding  the 
public  debt  limit. 

"(3)  Upon  expiration  of  the  debt  issuance 
suspension  period,  the  Secretary  of  the 
Treasury  shall  immediately  issue  to  the 
Pund  obligations  under  chapter  31  of  title 
31  that  (notwithstanding  subsection  (d)  of 
this  section)  bear  such  interest  rates  and 
maturity  dates  as  are  necessary  to  ensure 
that,  after  such  obligations  are  issued,  the 
holdings  of  the  Pund  will  replicate  to  the 
maximum  extent  practicable  the  obligations 
that  would  be  held  by  the  Pund  if  the  debt 
issuance  suspension  period  had  not  oc- 
curred. 

"(4)  On  the  first  normal  interest  payment 
date  after  the  expiration  of  any  debt  issu- 
ance suspension  period,  the  Secretary  of  the 
Treasury  shall  pay  to  the  Pund,  from 
amounts  in  the  general  fund  of  the  Treas- 
ury of  the  United  States  not  otherwise  ap- 
propriated, an  amount  determined  by  the 
Secretary  to  be  equal  to  the  excess  of— 

"(A)  the  net  amount  of  interest  that 
would  have  been  earned  by  the  Pund  during 
such  debt  issuance  suspension  period  if— 

"(i)  amounts  in  the  F\ind  that  were  not  in- 
vested during  such  debt  issuance  suspension 
period  solely  by  reason  of  the  public  debt 
limit  had  been  invested,  and 

"(ii)  redemptions  and  disinvestments  with 
respect  to  the  F\ind  which  occurred  during 
such  debt  issuance  suspension  period  solely 
by  reason  of  the  public  debt  limit  had  not 
occurred,  over 

"(B)  the  net  amount  of  interest  actually 
earned  by  the  Pund  during  such  debt  issu- 
ance suspension  period. 

"(5)  Por  purposes  of  this  subsection  and 
subsections  (k)  and  (1)  of  this  section— 

"(A)  the  term  public  debt  limit'  means 
the  limitation  imposed  by  section  3101(b)  of 
title  31:  and 

"(B)  the  term  'debt  issuance  suspension 
period'  means  any  period  for  which  the  Sec- 
retary of  the  Treasury  determines  that  the 
issuance  of  obligations  of  the  United  States 
sufficient  to  orderly  conduct  the  financial 
operations  of  the  United  States  may  not  be 
made  without  exceeding  the  public  debt 
limit.". 

(b)  Sales  and  Redemptions  by  the 
Pund.— Section  8348  of  title  5.  United  States 
Code,  as  amended  by  subsection  (a),  is  fur- 
ther amended  by  adding  at  the  end  the  fol- 
lowing new  subsection: 

"(k)  The  Secretary  of  the  Treasury  may 
sell  or  redeem  securities,  obligations,  or 
other  invested  assets  of  the  Pund  only  for 
the  purpose  of  enabling  the  Pund  to  make 
payments  authorized  by  the  provisions  of 
this  subchapter  or  chapter  84  of  this  title  is 
related  provisions  of  law.  If  the  Pund  holds 
any  amounts  which,  by  reason  of  the  public 
debt  limit,  are  not  invested,  the  Secretary 


may  neverthele 
demptions  if.  ai 
sary  to  ensure  t 
in  a  timely  man 
(c)  Reports 
AND  Status  of 
title  5,  United 
subsections  (a) 
by  adding  at  th 
section: 

■•(1)(1)  The 
shall  report  to 
and  status  of  tl 
suance  suspensi 
retary  is  requir 
graph  (3)  or  (4! 
tion.  The  repoi 
as  possible  af 
period,  but  not 
days  after  the  1 
date  occurring 
period.  The  S 
transmit  a  copj 
troller  General 
"(2)  Whenevj 
ury  determines 
debt  limit,  the 
fully  comply  w 
section  (c)  of 
shall  immediat 
termination.  T 
in  writing.". 

SEC.  1203.  COST-( 
TAI> 

(a)  In  Genef 
able  in  calends 
or  1991,  unde 
257(l)(A)of  th 
gency  Deficit 
Law  99-177).  ii 
justment  in  su 
ject  to  modifi 
tion  in  such  ( 
Presidential  or 

(b)  Definitii 
tion.  the  tern 
means  any  i 
amount  of  a  bi 
to  such  benefi 
eral  law  whic 
change  as  a  rei 
sumer  Price  In 
of)  or  any  o 
costs,  prices,  o 

SEC.  1204.  EXEMF 

(a)  In  Gene: 
Balanced  Buc 
Control  Act  c 
amended  by  i: 
ing  to  Compe 
following  new 

Dual  bene 
0111-0-1-601): 

(b)  Afplica' 
by  subsection 
beginning  afte 

Subtitle  B— Ol 

SEC.   1210.   BENK 
NOI 

Section  4(f) 
Employment 
is  amended— 

(1)  by  inseri 
designation: 

(2!  by  re 
through  (3)  a 
(C),  respectiv« 

(3)  in  subpa 
ed)— 

(A)  by  strik 
individual.":  a 

(B)  by  inse 
the  end  then 
ployee  benefi 


UMI 


>ctly  related  to 
this  title.". 

lEMENT  AND  DIS- 


)RATION    OF   THE 

),  United  States 
at  the  end  the 

ibsection  (c)  of 
if  the  Treasury 
investment  of 
ssary  to  ensure 

United  States 
■bt  limit. 
;  Fund  which, 
:  debt  limit,  are 
d  by  the  Secre- 
as  such  invest- 

exceeding  the 

e  debt  issuance 
:retary  of  the 
'  issue  to  the 
pter  31  of  title 
bsection  (d)  of 
!rest  rates  and 
sary  to  ensure 
are  issued,  the 
eplicate  to  the 
the  obligations 
und  if  the  debt 
had    not    oc- 

terest  payment 
any  debt  issu- 
Jecretary  of  the 
e  Fund,  from 
i  of  the  Treas- 
t  otherwise  ap- 
rmined  by  the 
;xcess  of — 

interest  that 
he  Fund  during 
1  period  if— 
lat  were  not  in- 
ince  suspension 
he  public  debt 

vestments  with 
)ccurred  during 
in  period  solely 
I  limit  had  not 

iterest  actually 
such  debt  issu- 

subsection  and 
section— 
bt  limit'  means 
;tion  3101(b)  of 

.nee  suspension 
which  the  Sec- 
mines  that  the 
;  United  States 
t  the  financial 
tes  may  not  be 
le   public   debt 

riONS      BY     THE 

I,  United  States 
tion  (a),  is  fur- 
he  end  the  fol- 

!  Treasury  may 
obligations,  or 
Fund  only  for 
Fund  to  make 
?  provisions  of 
I  of  this  title  is 
:he  Fund  holds 
n  of  the  public 
the  Secretary 


September  19,  1986 


CONGRESSIONAL  RECORD— SENATE 


24945 


may  nevertheless  make  such  sales  and  re- 
demptions if.  and  only  to  the  extent,  neces- 
sary to  ensure  that  such  payments  are  made 
in  a  timely  manner.". 

(c)  Reports  Regarding  the  Operation 
AND  Status  or  the  Fund.— Section  8348  of 
title  5,  United  States  Code,  as  amended  by 
subsections  (a)  and  (b),  is  further  amended 
by  adding  at  the  end  the  following  new  sub- 
section: 

•(1)(1)  The  Secretary  of  the  Treasury 
shall  report  to  Congress  on  the  operation 
and  status  of  the  Fund  during  each  debt  is- 
suance suspension  period  for  which  the  Sec- 
retary is  required  to  take  action  under  para- 
graph (3)  or  (4)  of  subsection  (j)  of  this  sec- 
tion. The  report  shall  be  submitted  as  soon 
as  possible  after  the  expiration  of  such 
period,  but  not  later  than  the  date  that  is  30 
days  after  the  first  normal  interest  payment 
date  occurring  after  the  expiration  of  such 
period.  The  Secretary  shall  concurrently 
transmit  a  copy  of  such  report  to  the  Comp- 
troller General  of  the  United  States. 

"(2)  Whenever  the  Secretary  of  the  Treas- 
ury determines  that,  by  reason  of  the  public 
debt  limit,  the  Secretary  will  be  unable  to 
fully  comply  with  the  requirements  of  sub- 
section (c)  of  this  section,  the  Secretary 
shall  immediately  notify  Congress  of  the  de- 
termination. The  notification  shall  be  made 
in  writing.". 

SEC.  1203.  COST-OF-LIVING  ADJl  ST.MENTS  IN  CER- 
TAIN FEDERAL  BENEFITS. 

(a)  In  General.— Benefits  which  are  pay- 
able in  calendar  year  1987.  1988.  1989,  1990. 
or  1991,  under  programs  listed  in  section 
257(1 )( A)  of  the  Balanced  Budget  and  Emer- 
gency Deficit  Control  Act  of  1985  (Public 
Law  99-177).  including  any  cost-of-living  ad- 
justment in  such  benefits,  shall  not  be  sub- 
ject to  modification,  suspension,  or  reduc- 
tion in  such  calendar  year  pursuant  to  a 
Presidential  order  issued  under  such  Act. 

(b)  Definition.— For  purposes  of  this  sec- 
tion, the  term  "cost-of-livrng  adjustment" 
means  any  increase  or  change  in  the 
amount  of  a  benefit  or  in  standards  relating 
to  such  benefit  under  any  provision  of  Fed- 
eral law  which  requires  such  increase  or 
change  as  a  result  of  any  change  in  the  Con- 
sumer Price  Index  (or  any  component  there- 
of) or  any  other  index  which  measures 
costs,  prices,  or  wages. 

SE(  .  120L  EXEMPT  PROGRAMS  AND  ACTIVITIES. 

(a)  In  General.— Section  255(g)(1)  of  the 
Balanced  Budget  and  Emergency  Deficit 
Control  Act  of  1985  (2  U.S.C.  905(g)(1))  is 
amended  by  inserting  after  the  item  relat- 
ing to  Compensation  of  the  President  the 
following  new  item: 

Dual    benefits    payments    account    (60- 
0111-0-1-601):". 

(b)  Application.— The  amendment  made 
by  subsection  (a)  shall  apply  to  fiscal  years 
beginning  after  September  30.  1986. 

Subtitle  B— Older  Ameriran.s  Pension  BeneHts 

SEC.   1210.   BENEFIT   ACCRIAI.   BEFORE   MAXIMl  M 
NORMAL  RETIREMENT  BENEFIT. 

Section  4(f)  of  the  Age  Discrimination  in 
Employment  Act  of  1967  (29  U.S.C.  623(f)) 
is  amended— 

(1)  by  inserting  •(1)"  after  the  subsection 
designation: 

(2)  by  redesignating  paragraphs  (1) 
through  (3)  as  subparagraphs  (A)  through 
(C),  respectively: 

(3)  in  subparagraph  (B)  (as  so  redesignat- 
ed)— 

(A)  by  striking  out  "and"  after  "hire  any 
individual,":  &.nd 

(B)  by  inserting  before  the  semicolon  at 
the  end  thereof  a  comma  and  "and  no  em- 
ployee benefit  plan  shall  require  or  permit 


the  suspension  of  an  employee's  benefit  ac- 
crual, or  the  reduction  of  the  rate  of  an  em- 
ployee's benefit  accrual,  because  of  age 
before  accruing  the  maximum  normal  re- 
tirement benefit  under  the  plan  unless  the 
plan  is  a  defined  benefit  pension  plan  that 
provides  that  the  employee's  retirement 
benefit  is  actuarially  increased  to  reflect  a 
retirement  date  that  occurs  after  the  month 
in  which  the  employee  attains  the  normal 
retirement  age  under  the  plan";  and 

(4)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(2)  Nothing  in  this  section  shall  be  con- 
strued to  prohibit  an  employer,  employment 
agency,  or  labor  organization  from  observ- 
ing the  terms  of  an  employee  benefit  plan 
that- 

"(A)  excludes  from  participation  (on  the 
basis  of  age)  employees  who  have  attained  a 
specified  age  in  accordance  with  section 
202(a)(2)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  (29  U.S.C. 
1052(a)(2)):  or 

"(B)  imposes  a  limitation  on  the  benefits 
that  the  plan  provides  or  on  the  number  of 
years  of  service  or  years  of  participation 
that  the  plan  recognizes  with  respect  to  an 
employee.". 

SEC.  121L  BENEFIT  ACCRl'AL  BEYOND  NORMAL  RE- 
TIREMENT  AC.E. 

(a)  ERISA  Amendment.— 

(1)  In  general.— Subsection  (a)  of  section 
204  of  the  Employee  Retirement  Income  Se- 
curity Act  of  1974  (29  U.S.C.  1054(a))  is 
amended  to  read  as  follows: 

••(a)  Each  pension  plan  shall  satisfy  the 
requirements  of  subsection  (b)(3).  and— 

"(1)  in  the  case  of  a  defined  benefit  plan, 
shall  satisfy  the  requirements  of  subsection 
(b)(1);  and 

••(2)  in  the  case  of  a  defined  contribution 
plan,  shall  satisfy  the  requirements  of  sub- 
section (bK2).". 

(2)  Defined  benefit  plans.— Section 
204(b)(1)  of  such  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  sub- 
paragraph: 

•(H)(i)  Notwithstanding  the  preceding 
subparagraphs,  a  defined  benefit  plan  shall 
be  treated  as  not.  satisfying  the  require- 
ments of  this  paragraph  if,  under  the  terms 
of  the  plan,  an  employee's  benefit  accrual  is 
suspended  or  the  rate  of  an  employee's  ben- 
efit accrual  is  reduced  solely  because  of  age 
before  accruing  the  maximum  iiormal  re- 
tirement benefit  under  the  plan  unless  the 
plan  provides  that  the  employee's  retire- 
ment benefit  is  actuarially  increased  to  re- 
flect a  retirement  date  that  occurs  after  the 
month  in  which  the  employee  attains  the 
normal  retirement  age  under  the  plan. 

"(ii)  A  defined  benefit  plan  shall  not  be 
treated  as  not  satisfying  the  requirements 
of  this  subparagraph  solely  because  the 
plan— 

•■(I)  excludes  from  participation  (on  the 
basis  of  age  i  employees  who  have  attained  a 
specified  age  in  accordance  with  section 
202(a)(2):  or 

•(ID  imposes  a  limitation  on  the  benefits 
that  the  plan  provides  or  on  the  number  of 
years  of  service  or  years  of  participation 
that  the  plan  recognizes  with  respect  to  an 
employee.". 

(3)  Defined  contribution  plans.— Section 
204(b)  of  such  Act  is  further  amended— 

(A)  by  redesignating  paragraphs  (2)  and 
(3)  as  paragraphs  (3)  and  (4).  respectively: 
and 

(B)  by  inserting  after  paragraph  (1)  the 
following  new  paragraph: 

■•(2)(A)  An  individual  account  plan  satis- 
fies the  requirements  of  this  paragraph  if. 


under  the  plan,  employer  contributions  to 
the  employee's  account  are  not  suspended 
or  reduced  solely  because  of  age. 

•■(B)  A  target  benefit  plan  (as  defined 
under  regulations  prescribed  by  the  Secre- 
tary of  the  Treasury)  shall  not  be  treated  as 
not  satisfying  the  requirements  of  this  para- 
graph solely  because  the  plan  excludes  from 
participation  (on  the  basis  of  age)  employ- 
ees who  have  attained  a  specified  age  in  ac- 
cordance with  section  202(a)(2). 

"(C)  An  individual  account  plan  (including 
such  a  target  benefit  plan)  shall  not  be 
treated  as  not  satisfying  the  requirements 
of  this  paragraph  solely  because  the  plan 
imposes  a  limitation  on  the  contributions 
that  may  be  made  or  on  the  number  of 
years  for  which  contributions  will  be  made 
under  the  plan  with  respect  to  an  employ- 
ee.". 

(4)  Certain  plan  amendments —Section 
204(g)(2)  of  such  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  sen- 
tence: 'For  purposes  of  paragraph  ( 1 ).  in 
the  case  of  a  plan  that  on  the  date  of  enact- 
ment of  the  Sixth  Omnibus  Budget  Recon- 
ciliation Act.  1986.  provided  for  the  distribu- 
tion or  the  commencement  of  distribution 
of  the  entire  interest  of  an  employee  under 
the  plan  on  or  after  attaining  the  normal  re- 
tirement age  under  the  plan  regardless  of 
whether  the  employee  has  separated  from 
service,  an  amendment  that  postpones  the 
date  as  of  which  such  distribution  will  be 
made  or  commence,  and  which  is  adopted 
within  the  12-month  period  following  the 
date  on  which  section  204(h)(1)(H)  or  sec- 
tion 204(b)(2)  (as  amended  by  such  Act)  be- 
comes applicable  to  the  plan,  shall  not  be 
treated  as  reducing  accrued  benefits.", 
(b)  Code  Amendments.— 
(1)  Defined  benefits  plans.— Section 
411(b)(1)  of  the  Internal  Revenue  Code  of 
1954  (rela:ing  to  accrued  benefit  require- 
ments) is  amended— 

(A)  by  striking  out  "General  rules.—" 
and  inserting  in  lieu  thereof  'Defined  bene- 
fit plans.—  ":  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subparagraph: 

■•(H)  Continued  accrual  beyond  normal 
retirement  age.— 

•■(i)  In  general.— Notwithstanding  the  pre- 
ceding subparagraphs,  a  defined  benefit 
plan  shall  be  treated  as  not  satisfying  the 
requirements  of  this  paragraph  if.  under 
the  terms  of  the  plan,  an  employee's  benefit 
accrual  is  suspended  or  the  rate  of  an  em- 
ployee's benefit  accrual  is  reduced  solely  be- 
cause of  age  before  accruing  the  maximum 
normal  retirement  benefit  under  the  plan 
unless  the  plan  provides  that  the  employees 
retirement  benefit  is  actuarially  increased 
to  reflect  a  retirement  date  that  occurs 
after  the  month  in  which  the  employee  at- 
tains the  normal  retirement  age  under  the 
plan. 

••(ii)  Exception.— A  defined  benefit  shall 
not  be  treated  as  not  satisfying  the  require- 
ments of  this  subparagraph  solely  because 
the  plan— 

(I)  excludes  from  participation  (on  the 
basis  of  age)  employees  who  have  attained  a 
specified  age  in  accordance  with  section 
410(a)(2'):  or 

■(II)  imposes  a  limitation  on  the  benefits 
that  the  plan  provides  or  on  the  number  of 
years  of  service  or  years  of  participation 
that  the  plan  recognizes  with  respect  to  an 
employee.^'. 

(2)  Defined  contribution  plans.— Section 
411(b)  of  such  Code  is  further  amended— 
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(A)  by  redesignating  paragraphs  (2)  and 
(3)  85  paragraphs  (3)  and  (4).  respectively: 
and 

(B)  by  inserting  after  paragraph  (1)  the 
following  new  paragraph: 

"(2)  Defined  contribution  plans.— 

"(A)  In  general.— a  defined  contribution 
plan  satisfies  the  requirements  of  this  para- 
graph if  employer  contributions  to  the  em- 
ployee's account  are  not  suspended  or  re- 
duced solely  because  of  age. 

"(B)  Target  benefit  plans —A  target  ben- 
efit plan  (as  defined  under  regulations  pre- 
scribed by  the  Secretary)  shall  not  be  treat- 
ed a£  not  satisfying  the  requirements  of  this 
paragraph  solely  because  the  plan  excludes 
from  participation  (on  the  basis  of  age)  em- 
ployees who  have  attained  a  specified  age  in 
accordance  with  section  410(a)(2). 

■■(C)  Individual  account  plans.— An  indi- 
vidual account  plan  (including  such  a  target 
benefit  plan)  shall  not  be  treated  as  not  sat- 
isfying the  requirements  of  this  paragraph 
solely  because  the  plan  imposes  a  limitation 
on  the  contributions  that  may  be  made  or 
on  the  number  of  years  for  which  contribu- 
tions will  be  made  under  the  plan  with  re- 
spect to  an  employee.". 

(3)  Certain  plan  amendments.— Section 
411(d)(6)(B)  of  such  Code  (relating  to 
amendments  that  reduce  accrued  benefits) 
is  amended  by  adding  at  the  end  thereof  the 
following  sentence:  ■For  purpo.ses  of  sub- 
paragraph (B),  in  the  case  of  a  plan  that  on 
the  date  of  enactment  of  the  Sixth  Omni- 
bus Budget  Reconciliation  Act.  1986.  provid- 
ed for  the  distribution  or  the  commence- 
ment of  distribution  of  the  entire  interest  of 
an  employee  under  the  plan  on  or  after  at- 
taining the  normal  retirement  age  under 
the  plan  regardless  of  whether  the  employ- 
ee has  separated  from  service,  an  amend- 
ment that  postpones  the  date  as  of  which 
such  distribution  will  be  made  or  commence, 
and  which  is  adopted  within  the  12-month 
period  following  the  date  on  which  section 
411(b)(1)(H)  or  section  411(b)(2)  (as  amend- 
ed by  such  Act)  becomes  applicable  to  the 
plan,  shall  not  be  treated  as  reducing  ac- 
cured  benefits.  ". 

(4)  Integrated  plans —Section  401(aH5)  of 
such  Code  (relating  to  a  nondiscriminatory 
classification  of  employees)  is  amended  by 
inserting  after  the  second  sentence  the  fol- 
lowing new  sentence:  ■Nor  shall  a  plan  be 
considered  discriminatory  within  the  mean- 
ing of  such  provisions  merely  because,  in 
the  case  of  an  employee  who  has  attained 
the  normal  retirement  age  under  the  plan, 
the  plan  provides  for  a  rate  of  benefit  accru- 
al or  contributions  (including  retirement 
benefits  created  under  State  or  Federal  law) 
that  does  not  exceed  the  rate  of  benefit  ac- 
crual or  contributions  under  the  plan  (in- 
cluding retirement  benefits  created  under 
State  or  Federal  law)  in  the  case  of  an  em- 
ployee who  has  not  attained  the  normal  re- 
tirement age  under  the  plan.". 

(5)  Conforming  amendment.— The  first 
sentence  of  section  411(a)  of  such  Code  (re- 
lating to  minimum  vesting  standards)  is 
amended  by  striking  out  paragraph  (2)  of 
subsection  (b).  and"  and  all  that  follows 
through  the  end  thereof  and  inserting  in 
lieu  thereof  'subsection  (b)(3).  and  also  sat- 
isfies, in  the  case  of  a  defined  benefit  plan, 
the  requirements  of  subsection  (b)(1)  and. 
in  the  case  of  a  defined  contribution  plan, 
the  requirements  of  subsection  (b)(2). ". 

SEC.  1212.  EKKF-CTIVE  DATE. 

(a)  In  General.— The  amendments  made 
by  this  subtitle  shall  apply  only  to  employ- 
ees who  are  employed  after  December  31. 
1988.    In    cases    of    such    employees,    such 


amendments  shall  apply  to  accrual  compu- 
tation periods  beginning  after  December  31. 
1986.  In  the  case  of  employees  not  employed 
after  December  31.  1988.  the  amendments 
made  by  this  subtitle  shall  apply  only  to  ac- 
crual computation  periods  beginning  after 
December  31.  1988. 

(b)  Plan  Amendments.— If  any  amendment 
made  by  this  subtitle  requires  an  amend- 
ment to  any  plan,  such  plan  amendment 
shall  not  be  required  to  be  made  before  the 
first  plan  year  beginning  on  or  after  Janu- 
ary 1.  1989.  if- 

(1)  during  the  period  after  such  amend- 
ment takes  effect  and  before  such  first  plan 
year,  the  plan  is  operated  in  accordance 
with  the  requirements  of  such  amendment; 
and 

(2)  such  plan  amendment  applies  retroac- 
tively to  the  period  after  such  amendment 
takes  effect  and  before  such  first  plan  year. 
A  pension  plan  shall  not  be  treated  as  fail- 
ing to  provide  definitely  determinable  bene- 
fits or  contributions  merely  because  it  oper- 
ates in  accordance  with  this  provision. 

(c)  Special  Rule  for  Collectively  Bar- 
gained Plans.— In  the  case  of  a  plan  main- 
tained pursuant  to  1  or  more  collective  bar- 
gaining agreements  between  employee  rep- 
resentatives and  1  or  more  employers  rati- 
fied before  March  1  1986.  the  amendments 
made  by  this  subtitle  shall  not  apply  to  plan 
years  beginning  before  the  earlier  of— 

( 1 )  the  later  of— 

(A)  January  1.  1989,  or 

(B)  the  date  on  which  the  last  of  such  col- 
lective bargaining  agreements  terminate 
(determined  without  regard  to  any  exten- 
sion thereof  after  February  28.  1986).  or 

(2)  January  1.  1991. 

(d)  Final  Regulations.— The  Secretary  of 
Labor  or  the  Secretary  of  the  Treasury,  as 
the  case  may  be.  shall  issue  before  February 
1.  1988.  such  final  regulations  as  may  be 
necessary  to  carry  out  the  amendments 
made  by  this  subtitle. 

TITLE  XMI— SOCUL  SECIRITY  TRl'ST 
KINDS 

SEC.  1301.  SHORT  TITLE. 

This  title  may  be  cited  as  the  "Social  Se- 
curity Trust  Funds  Management  Act  of 
1986". 


SEl. 


1302. 


INVEST.MENT    AND    RESTORATION    OF 
TRIST  Kl  NDS. 

(a)  Subsection  (d)  of  section  201  of  the 
Social  Security  Act  (42  U.S.C.  401(d))  is 
amended— 

(1)  by  striking  out  "(l)  on  original  issue" 
and  inserting  in  lieu  thereof  "(A)  on  original 
issue". 

(2)  by  striking  out  •(2)  by  purchase"  and 
inserting  in  lieu  thereof   ■(B)  by  purchase": 

(3)  by  striking  out  ■It  shall  be  "  and  insert- 
ing in  lieu  thereof  ■(1)  It  shall  be",  and 

(4)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraphs: 

■■(2)If- 

■■(A)  any  amounts  in  the  Trust  Funds 
have  not  been  invested  solely  by  reason  of 
the  public  debt  limit,  and 

■■(Bi  the  taxes  described  in  clause  (3)  or 
(4)  of  subsection  (a)  with  respect  to  which 
such  amounts  were  appropriated  to  the 
Trust  Funds  have  actually  been  received 
into  the  general  fund  of  the  Treasury  of  the 
United  States. 

such  amounts  shall  be  invested  by  the  Man- 
aging Trustee  as  soon  as  such  investments 
can  be  made  without  exceeding  the  public 
debt  limit  and  without  jeopardizing  the 
timely  payment  of  benefits  under  this  title 
or  under  any  other  provision  of  law  directly 


related  to  the  programs  established  by  this 
title. 

■■(3)(A)  Upon  expiration  of  any  debt  limit 
impact  period,  the  Managing  Trustee  shall 
immediately— 

■■(i)  reissue  to  each  of  the  Trust  Funds  ob- 
ligations under  chapter  31  of  title  31,  United 
States  Code,  that  are  identical,  with  respect 
to  interest  rate  and  maturity,  to  public  debt 
obligations  held  by  such  Trust  Fund  that— 

■■(I)  were  redeemed  during  the  debt  limit 
impact  period,  and 

■■(II)  as  determined  by  the  Managing 
Trustee  on  the  basis  of  standard  investment 
procedures  for  such  Trust  Fund  in  effect  on 
the  day  before  the  date  on  which  the  debt 
limit  impact  period  began,  would  not  have 
been  redeemed  if  the  debt  limit  impact 
period  had  not  occurred,  and 

■■(ii)  issue  to  each  of  the  Trust  Funds  obli- 
gations under  chapter  31  of  title  31,  United 
States  Code,  that  are  identical,  with  respect 
to  interest  rate  and  maturity,  to  public  debt 
obligations  which— 

■■(I)  were  not  issued  during  the  debt  limit 
impact  period,  and 

■■(II)  as  determined  by  the  Managing 
Trustee  on  the  basis  of  such  standard  in- 
vestment procedures,  would  have  been 
issued  if  the  debt  limit  impact  period  had 
not  occurred. 

■■(B)  Obligations  issued  or  reissued  under 
subparagraph  (A)  shall  be  substituted  for 
obligations  that  are  held  by  the  Trust  Fund, 
and  for  amounts  in  the  Trust  Fund  that 
have  not  been  invested,  on  the  date  on 
which  the  debt  limit  impact  period  ends  in  a 
manner  that  will  ensure  that,  after  such 
substitution,  the  holdings  of  the  Trust  Fund 
will  replicate  to  the  maximum  extent  practi- 
cable the  obligations  that  would  be  held  by 
such  Trust  Fund  if  the  debt  limit  impact 
period  had  not  occurred. 

■(C)  In  determining,  for  purposes  of  this 
paragraph,  the  obligations  that  would  be 
held  by  a  Trust  Fund  if  the  debt  limit 
impact  period  had  not  occurred,  any 
amounts  in  the  Trust  Fund  which  have  not 
been  invested,  and  any  amounts  required  to 
be  invested  under  paragraph  <2),  shall  be 
treated  as  amounts  which  were  required  to 
be  invested  upon  transfer  to  the  Trust 
Fund. 

■■(4)  The  Managing  Trustee  shall  pay,  on 
the  first  normal  interest  payment  date  that 
occurs  on  or  after  the  date  on  which  any 
debt  limit  impact  period  ends,  to  each  of  the 
Trust  F\inds,  from  amounts  in  the  general 
fund  of  the  Treasury  of  the  United  States 
not  otherwise  appropriated,  an  amount  de- 
termined by  the  Managing  Trustee  to  be 
equal  to  the  excess  of— 

■■(A)  the  net  amount  of  interest  that 
would  have  been  earned  by  such  Trust  F\ind 
during  such  debt  limit  impact  period  if—  . 

■■(i)  amounts  in  such  Trust  Fund  that 
were  not  invested  during  such  debt  limit 
impact  period  solely  by  reason  of  the  public 
debt  limit  had  been  invested,  and 

■'(ii)  redemptions  and  disinvestments  with 
respect  to  such  Trust  Fund  which  occurred 
during  such  debt  limit  impact  period  solely 
by  reason  of  the  public  debt  limit  had  not 
occurred,  over 

■■(B)  the  sum  of— 

■■(i)  the  net  amount  of  interest  actually 
earned  by  such  Trust  Fund  during  such 
debt  limit  impact  period,  plus 

■(ii)  the  total  amount  of  the  principal  of 
all  obligations  issued  or  reissued  under  para- 
graph (3)(A)  at  the  end  of  such  debt  limit 
impact  period  that  is  attributable  to  interest 
that  would  have  been  earned  by  such  Trust 
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Fund  during  such  debt  limit  impact  period 
but  for  the  public  debt  limit. 

"(5)  For  purposes  of  this  section— 

"(A)  The  term  public  debt  limit'  means 
the  limitation  imposed  by  subsection  (b)  of 
section  3101  of  title  31,  United  States  Code. 

"(B)  The  term  debt  limit  impact  period' 
means  any  period  for  which  the  Secretary 
of  the  Treasury  determines  that  the  issu- 
ance of  obligations  of  the  United  States  suf- 
ficient to  orderly  conduct  the  financial  oper- 
ations of  the  United  States  may  not  be 
made  without  exceeding  the  public  debt 
limit.". 

(b)  Subsection  (a)  of  section  201  of  the 
Social  Security  Act  is  amended  by  adding  at 
the  end  thereof  the  following  new  sentence: 
"All  amounts  so  transferred  shall  be  imme- 
diately available  exclusively  for  the  purpose 
for  which  amounts  in  the  Trust  Fund  are 
specifically  made  available  under  this  title 
or  under  any  other  provisions  of  law  direct- 
ly related  to  the  programs  established  by 
this  title.". 

SEC.   1303.   REPEAL  OF  NORMALIZED  TAX  TRANS- 
FER. 

(a)  Subsection  (a)  of  section  201  of  the 
Social  Security  Act  is  amended  by  striking 
out  the  matter  following  clause  (4)  and  in- 
serting in  lieu  thereof  the  following:  "The 
amounts  appropriated  by  clauses  <3)  and  (4) 
shall  be  transferred  from  the  general  fund 
of  the  Treasury  of  the  United  States  to  the 
Federal  Old-Age  and  Survivors  Insurance 
Trust  Fund,  and  the  amounts  appropriated 
by  clauses  (1)  and  (2)  of  subsection  (b)  shall 
be  transferred  from  the  general  fund  of  the 
Treasury  to  the  Federal  Disability  Insur- 
ance Trust  Fund,  upon  receipt  by  the  gener- 
al fund  of  taxes  specified  in  clauses  (3)  and 
(4)  of  this  subsection  (as  estimated  by  the 
Secretary).  Proper  adjustments  shall  be 
made  in  amounts  subsequently  transferred 
to  the  extent  amounts  previously  trans- 
ferred were  in  excess  of,  or  were  less  than, 
the  taxes  specified  in  such  clauses  (3)  and 
(4).  All  amounts  so  transferred  shall  be  im- 
mediately available  exclusively  for  the  pur- 
pose for  which  amounts  in  the  Trust  Fund 
are  specifically  made  available  under  this 
title  or  under  other  provisions  of  law  direct- 
ly related  to  the  programs  established  by 
this  title.". 

(b)  The  amendment  made  by  subsection 
(a)  shall  take  effect  on  July  1.  1990. 

SEC.  1304.  FAITHFUL  EXECITION  OF  DITIES  BY 
MEMBERS  OF  BOARD  OF  TRISTEES 
OF  TRUST  Fl  NDS. 

Section  201(c)  of  the  Social  Security  Act  is 
amended  by  striking  the  last  sentence  and 
inserting  the  following:  "A  person  serving 
on  the  Board  of  Trustees  (including  the 
Managing  Trustee)  shall  not  be  considered 
to  be  a  fiduciary,  but  each  such  person  shall 
faithfully  execute  the  duties  imposed  on 
such  person  by  this  section.  A  person  serv- 
ing on  the  Board  of  Trustees  (including  the 
Managing  Trustee)  shall  not  be  personally 
liable  for  actions  taken  in  such  capacity 
with  respect  to  the  Trust  Funds.". 

SEC.  1305.  REPORTS  REGARDING  THE  OPERATION 
AND  STATIS  OF  THE  TRCST  FINDS. 

Subsection  (c)  of  section  201  of  the  Social 
Security  Act  is  amended— 

(1)  by  striking  'once"  in  the  fourth  sen- 
tence and  inserting  "twice", 

(2)  by  redesignating  paragraphs  (1)  and 
(2)  as  subparagraphs  (A)  and  (B),  respective- 
ly, 

(3)  by  redesignating  paragraphs  (3),  (4). 
and  (5)  as  subparagraphs  (D),  (E),  and  (F). 
respectively. 


(4)  by  inserting  after  subparagraph  (B)  (as 
redesignated  by  paragraph  (2)  of  this  sec- 
tion) the  following: 

"(C)  Report  to  the  Congress  as  soon  as 
possible,  but  not  later  than  the  date  that  is 
30  days  after  the  first  normal  interest  pay- 
ment date  occurring  on  or  after  the  date  on 
which  any  debt  limit  impact  period  for 
which  the  Managing  Trustee  is  required  to 
take  action  under  paragraph  (3)  or  (4)  of 
subsection  (d)  ends,  on— 

"(i)  the  operation  and  status  of  the  Trust 
Funds  during  such  debt  limit  impact  period, 
and 

••(ii)  the  actions  taken  under  paragraphs 
(3)  and  (4)  of  subsection  (d)  with  respect  to 
such  debt  limit  impact  period:", 

(5)  by  striking  out  "in  paragraph  (2) 
above"  and  inserting  in  lieu  thereof  "in  sub- 
paragraph (B)  above", 

(6)  by  inserting  "(1)"  after  '(c)",  and 

(7)  by  adding  at  the  end  thereof  the  fol- 
lowing: 

"(2)  The  Managing  Trustee  shall  report 
monthly  to  the  Board  of  Trustees  concern- 
ing the  operation  and  status  of  the  Trust 
Funds  and  shall  report  to  Congress  and  to 
the  Board  of  Trustees  not  less  than  15  days 
prior  to  the  date  on  which,  by  reason  of  the 
public  debt  limit,  the  Managing  Trustee  ex- 
pects to  be  unable  to  fully  comply  with  the 
provisions  of  subsection  (a)  or  (d)(1),  and 
shall  include  in  such  report  an  estimate  of 
the  expected  consequences  to  the  Trust 
Funds  of  such  inability.". 

SEC.  1306.  ELIMINATION  OF  INDIE  DISCRETION  IN 
THE  INVESTMENT  OF  TRl  ST  Fl  NDS. 

(a)  Section  201(d)  of  the  Social  Security 
Act  is  amended,  in  the  first  sentence— 

(1)  by  inserting  "immediately"  after  "to 
invest";  and 

(2)  by  striking  •,  in  his  judgment,". 
(b)(1)  Paragraph  (2)  of  section  201(d)  of 

the  Social  Security  Act,  as  added  by  section 
202  of  this  Act,  is  amended  to  read  as  fol- 
lows: 

"(2)  If  any  amount  in  either  of  the  Trust 
Funds  is  not  invested  solely  by  reason  of  the 
public  debt  limit,  such  amount  shall  be  in- 
vested as  soon  as  such  investment  can  be 
made  without  exceeding  the  public  debt 
limit  and  without  jeopardizing  the  timely 
payment  of  benefits  under  this  title  or 
under  any  other  provision  of  law  directly  re- 
lated to  the  programs  established  by  this 
title. " 

(2)  The  amendment  made  by  paragraph 
(1)  shall  take  effect  on  July  1,  1990. 

SEC.    1307.    SALES    AND    REDEMPTIONS    BY    TRIST 
FINDS. 

Section  201(e)  of  the  Social  Security 
Act    is  amended— 

(1)  by  inserting  "(1) '  after  "(e)";  and 

(2)  by  adding  at  the  end  the  following: 
"(2)(A)  The  Managing  Trustee  may  effect 

any  such  sale  or  redemption  with  respect  to 
either  Trust  Fund  only  for  the  purpose  of 
enabling  such  Trust  Fund  to  make  pay- 
ments authorized  by  this  title  or  under  any 
other  provisions  of  law  directly  related  to 
the  programs  established  by  this  title.  If 
either  of  the  Trust  Funds  holds  any 
amounts  which  are  not  invested  by  reason 
of  the  public  debt  limit,  the  Managing 
Trustee  is  nevertheless  directed  to  make 
such  sales  and  redemptions  if,  and  only  to 
the  extent,  necessary  to  assure  timely  pay- 
ment of  benefits  and  other  payments  au- 
thorized by  this  title  or  by  any  other  provi- 
sions of  law  directly  related  to  the  programs 
esUblished  by  this  title,  but  the  principal 
amount  of  obligations  sold  or  redeemed  pur- 
suant to  this  sentence  shall  not  exceed  the 
principal  amount  of  obligations  that  would 


have  been  sold  or  redeemed  under  normal 
operating  procedures  in  order  to  make 
such  payments.". 

SEC.  1308.  EFFECTIVE  DATE. 

Except  as  otherwise  provided  by  this  title, 
the  amendments  made  by  this  title  shall 
take  effect  on  the  date  of  enactment  of  this 
Act. 

Passed  the  Senate  September  20  (legis- 
lative day.  September  15).  1986. 
Attest: 

Secretary. 

D  0010 

Mr.  DOMENICI.  Mr.  President.  I 
move  to  reconsider  the  vote  by  which 
the  bill  was  passed. 

Mr.  CHILES.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


COMPLIANCE  WITH  CERTAIN 
REQUIREMENTS  OF  THE  BAL- 
ANCED BUDGET  AND  EMER- 
GENCY DEFICIT  CONTROL  ACT 

The  PRESIDING  OFFICER.  Under 
the  provisions  of  Public  Law  99-177. 
the  hour  of  12  midnight  having  ar- 
rived, the  Senate  will  now  turn  to  the 
consideration  of  Senate  Joint  Resolu- 
tion 412. 

The  clerk  will  report. 

The  assistant  legislative  clerk  read 
as  follows: 

A  joint  resolution  (S.J.  Res.  412)  comply- 
ing with  the  requirements  of  section 
274(f)(1)  of  the  Balanced  Budget  and  Emer- 
gency Deficit  Control  Act  of  1985. 

Mr.  BYRD.  Mr.  President,  I  ask  for 
the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

There  is  a  sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  Under 
the  provisions  of  the  Balanced  Budget 
and  Emergency  Deficit  Control  Act  of 
1985.  Public  Law  99-177.  the  joint  res- 
olution is  not  longer  debatable,  nor 
may  it  be  amended. 

The  joint  resolution  will  be  read  the 
third  time. 

The  joint  resolution  was  read  a  third 
time. 

D  0020 

The  PRESIDING  OFFICER.  The 
question  is  on  final  passage  of  the 
joint  resolution. 

The  Senator  from  Florida. 

Mr.  CHILES.  Mr.  President,  how 
much  time  is  available  now? 

Mr.  DOLE.  None. 

The  PRESIDING  OFFICER.  No 
time  is  available.  All  time  has  expired. 

The  question  is  on  the  passage. 
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AGENDA 

Mr.  BYRD.  Mr.  President,  I  ask 
unanimous  consent  to  proceed  for  1 
minute  so  I  might  ask  the  distin- 
guished majority  leader  what  his  plans 
are  for  the  remainder  of  the  evening 
and  Monday. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOLE.  I  thought  there  might  be 
one  additional  vote  on  a  Daniloff  reso- 
lution. I  understand  there  will  be  an 
objection  to  that.  So  there  will  be  no 
vote  on  that. 

Am  I  correct  there  will  be  an  objec- 
tion? 

Mr.  PELL.  As  long  as  the  summit 
meeting  or  arms  control  is  related  to 
the  release  of  Daniloff  there  would  be. 

Mr.  DOLE.  So  there  will  be  an  objec- 
tion. So  this  will  be  the  last  vote  to- 
night. 

We  will  not  be  in— this  is  Saturday. 
We  will  not  be  in  today.  We  will  not 
have  votes  on  Monday.  We  will  discuss 
product  liability  on  Monday,  probably 
starting  about  noon  or  lasting  to  4  or  5 
o'clock,  but  there  will  be  no  votes  on 
Monday.  There  will  be  votes  on  Tues- 
day. We  hope  to  go  to  the  highway  bill 
on  Tuesday. 

Mr.  BYRD.  May  we  have  order  so 
the  majority  leader  mav  be  heard? 

The  PRESIDING  OFFICER.  The 
Senator  is  correct.  The  Senate  is  not 
in  order.  Those  standing  in  the  aisles 
or  well  of  the  Senate  please  take  their 
seats  and  cease  conversation.  The 
Senate  will  not  continue  until  the 
Senate  is  in  order.  Those  who  are  con- 
versing in  the  aisles,  please  take  their 
seats. 

Mr.  DOLE.  I  would  indicate  there 
will  be  votes  on  Tuesday.  We  will  be  in 
a  week  from  today,  Saturday,  and  we 
will  probably  have  a  number  of  late 
nights  this  next  week  because  I  am 
still  convinced  we  can  conclude  our 
business  by  the  third.  Our  respective 
staffs.  Republican  and  Democratic 
staffs,  have  been  working  on  the  drug 
bill  starting  this  afternoon,  will  be 
working  on  the  weekend  and  Monday. 
There  is  a  chance  we  might  work  out  a 
bipartisan  approach  on  that. 

It  does  seem  to  me  we  ought  to  at 
least  have  the  managers  have  a  couple 
minutes  on  each  side  before  we  vote 
on  this  rather  important  issue.  I  hope 
there  would  be  unanimous  consent  to 
do  that. 

Mr.  BYRD.  Yes. 

The  PRESIDING  OFFICER.  The 
question  is  on  final  passage. 

Mr.  DOLE.  I  ask  unanimous  consent 
we  may  proceed  for  3  minutes  on  a 
side. 

Mr.  ARMSTRONG.  Mr.  President, 
reserving  the  right  to  object,  and  of 
course  I  will  not  object,  it  would 
appear  to  me  that  both  managers  may 
be  of  the  same  mind  on  this  issue.  It 
would  be  well  to  divide  the  time  in  a 
way  that  would  afford  an  opportunity 


for  someone  who  wishes  to  speak  in 
favor  of  passage  of  the  motion. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  request?  With- 
out objection,  it  is  so  ordered. 

Mr.  DOLE.  Mr.  President,  let  me  in- 
dicate whatever  the  outcome  is  I  will 
vote  with  the  prevailing  side.  I  say 
that  for  a  reason.  Then  I  will  enter  a 
motion  to  reconsider. 

If  the  House  does  not  comply  as  we 
have  complied  today,  then  I  will  bring 
up  the  motion  to  reconsider  and  we 
will  then  vote  for  sequester  or  what- 
ever. 

The  PRESIDING  OFFICER.  Who 
yields  time?  ' 

Mr.  DOMENICI.  Mr.  President,  I 
yield  myself  1  minute. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Mexico. 

Mr.  DOMENICI.  I  will  ask  on  our 
side  who  does  the  leader 

The  Senator  from  Texas  favors:  I 
oppose.  He  favors  the  adoption  of  the 
sequester  resolution. 

Mr.  GRAMM.  I  do,  Mr.  President. 

Mr.  DOMENICI.  I  yield  myself  1 
minute. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Mexico. 

Mr.  DOMENICI.  Mr.  President.  I  am 
not  going  to  vote  for  sequester  because 
I  just  heard  the  distinguished  majori- 
ty leader  say  that  whatever  happens 
tonight,  he  is  going  to  enter  a  motion 
to  reconsider.  That  will  keep  this 
matter  before  the  Senate. 

The  only  possible  reason  to  vote  for 
it  is  to  be  concerned  if  the  U.S.  House 
will  not  do  their  job.  We  have  done 
ours.  The  very  reason  that  we  had  this 
temporary  sequester  which  we  are 
going  to  vote  on  in  a  few  minutes,  the 
very  reason  for  it  being  in  the  law  is  to 
make  sure  we  do  our  job. 

Some  may  not  like  the  way  we  did 
our  job,  but  I  do  not  believe  anyone 
can  say  we  have  not  done  our  job. 
That  means  that  the  American 
people 

The  PRESIDING  OFFICER.  The 
Senator  has  used  his  1  minute. 

Mr.  DOMENICI.  I  will  yield  the 
floor  and  save  2  minutes  to  me.  I  yield 
to  the  distinguished  Senator  from 
Texas. 

Mr.  GRAMM.  I  had  3  minutes.  The 
Senator  still  has  2  minutes  left. 

Mr.  DOLE.  No,  3  minutes  together. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  GRAMM.  Mr.  President,  how- 
much  time  do  I  have? 

The  PRESIDING  OFFICER.  Three 
minutes. 

Mr.  DOLE.  That  is  right. 

The  PRESIDING  OFFICER.  Three 
minutes  to  the  side  of  those  who  favor 
the  resolution. 

Mr.  GRAMM.  Mr.  President,  I  will 
vote  "aye"  on  this  motion  to  conform 
with  the  law.  But  let  me  make  the 
vote  clear  to  everybody.  The  purpose 
of  this  vote  is  to  serve  as  a  disciplining 


agent.  When  we  cast  this  vote  tonight, 
this  vote  is  meaningless  so  far  as  the 
U.S.  Senate  is  concerned.  Under 
Gramm-Rudman-Hollings  no  one  can 
go  back  at  this  point  and  change  the 
economic  base  numbers,  that  is  set  by 
law.  The  Appropriations  Committee 
has  set  out  a  pattern  and  bills  that  will 
clearly  meet  the  targets  of  Gramm- 
Rudman  and,  as  the  distinguished 
chairman  has  said,  while  we  may  not 
in  groups  or  individually  like  the  way 
this  was  achieved,  it  meets  the  targets. 

The  distinguished  majority  leader 
will  move  to  reconsider  the  vote.  The 
vote  will  be  left  open.  If  the  House 
does  not  do  its  job,  we  can  come  back 
and  pull  the  trigger  and  put  the  heat 
on  everybody. 

So  I  submit  that  in  a  very  real  sense 
this  is  simply  a  political  vote.  I  intend 
to  vote  for  it  to  conform  with  the  proc- 
ess. But  I  urge  my  colleagues  to  make 
their  own  judgment  as  to  whether 
they  want  to  vote  "aye"  or  "nay",  but 
to  be  prepared  if  the  House  does  not 
act,  if  we  do  not  come  to  a  conference, 
if  we  do  not  meet  the  target,  to  pull 
the  trigger  at  that  point.  At  that  point 
the  vote  will  become  meaningful.  To- 
night it  is  not  meaningful  and  I  ask 
my  colleagues  to  vote  on  that  basis. 

I  reserve  the  remainder  of  my  time. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  DOMENICI.  I  yield  1  minute  to 
the  distinguished  Senator  from  Flori- 
da. 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida. 

Mr.  CHILES.  Mr.  President,  I  intend 
to  vote  "no"  tonight.  I  urge  my  col- 
leagues to  vote  "no." 

I  think  by  an  overwhelming  vote  we 
have  provided  the  savings  that  allow 
us  to  meet  the  targets.  I  see  no  reason 
why  we  should  vote  now  to  sequester 
defense  5.6  percent.  $9.7  billion,  to  se- 
quester the  domestic  programs.  7.6 
percent,  a  total  of  $9.7  billion,  to 
freeze  Federal  Reserve  COLA's  for  the 
second  year  in  a  row.  and  one  reason  I 
am  going  to  vote  "no"  is  that  I  do  not 
want  to  cast  that  vote,  and  I  think  I 
can  do  that  with  good  conscience  be- 
cause we  have  done  our  job  and  we 
have  met  the  target. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  GRAMM.  Mr.  President,  how 
much  time  do  we  have  remaining? 

The  PRESIDING  OFFICER.  One 
minute  and  24  seconds. 

Mr.  GRAMM.  Let  me  respond  by 
saying  the  vote  tonight  does  none  of 
those  things.  It  confirms  what  the  def- 
icit is.  CBO  and  OMB  had  a  finding  re- 
garding the  size  of  the  deficit.  It  is 
$163  billion. 

Tonight  we  certify  that  finding;  if 
we  vote  for  it  here  or  by  waiting,  we 
have  an  opportunity  to  bring  it  back 
up.  We  can  do  that  when  the  time 
comes. 


UMI 


September  19,  1986 


CONGRESSIONAL  RECORD— SENATE 


24949 


I  yield  the  remainder  of  my  time  to 
the  distinguished  Senator  from  New 
Hampshire. 

Mr.  RUDMAN.  Mr.  President,  I  will 
take  30  seconds. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Hampshire. 

Mr.  RUDMAN.  What  we  are  doing 
here  with  this  vote  is  following  a  proc- 
ess that  many  people  in  this  Chamber 
said  that  we  ought  to  follow.  They  did 
not  like  the  automatic  procedure.  The 
Supreme  Court  overruled  it.  They  said 
let  us  vote.  This  is  the  chance  to  vote. 
I  make  one  final  point.  This  is  not  a 
unicameral  legislative  body.  The  U.S. 
Senate  did  a  great  work  tonight.  The 
Senator  from  New  Mexico  and  the 
Senator  from  Florida  deserve  tremen- 
dous thanks  and  commendation  of  the 
body.  We  have  done  our  work  but  the 
work  is  not  done.  It  is  not  yet  the  law. 
We  should  set  the  benchmark  for 
Americans  to  see,  cast  the  vote  the 
people  said  they  want  a  chance  to  cast 
and  hope  the  other  body  does  its  work. 
I  yield  the  floor. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  DOMENICI.  Mr.  President,  how 
much  do  I  have? 

The  PRESIDING  OFFICER.  It  is  54 
seconds. 

Mr.  DOMENICI.  I  can  assure  Mem- 
bers of  the  U.S.  Senate,  that  come  Oc- 
tober there  will  be  no  sequester.  With 
the  passage  of  this  bill  holding  resolu- 
tion at  the  desk  and  with  what  is  going 
to  happen  in  both  Houses,  there  will 
be  no  sequester  in  October. 

If  that  is  the  case,  what  do  we  want 
to  vote  in  a  temporary  sequester  for 
tonight— to  prove  our  macho.  All  it 
does  is  hold  some  budget  authority  in 
abeyance  until  October  to  see  if  we 
meet  the  targets. 

I  think  we  have  met  them.  They  told 
us  to  do  this.  That  is  what  this  process 
said.  It  has  worked.  I  commend  its 
sponsors.  It  has  worked.  It  puts  us 
here  tonight.  It  put  the  appropriators 
where  they  are  not  spending  over  the 
budget  resolution.  When  you  add  it 
up,  there  will  not  be  a  sequester.  What 
do  we  want  to  have  a  temporary  one 
held  out  there  for?  You  know  it  will 
just  hold  all  the  budget  authority 
around  and  confuse  things  for  Octo- 
ber. 

The    PRESIDING    OFFICER.    The 
time  has  expired. 
Several  Senators.  Vote. 
The   PRESIDING   OFFICER.   Who 
yields  time? 
Several  Senators.  Vote.  vote. 
Mr.  GRAMM.  I  yield  back. 
Mr.   DOMENICI.   I   yield  back   my 
time. 

The  PRESIDING  OFFICER.  All 
time  has  expired. 

Mr.  LEVIN.  Mr.  President,  I  sup- 
ported the.  reconciliation  deficit  reduc- 
tion package  offered  by  Senators  Do- 
MENici  and  Chiles.  I  looked  at  this 
package  with  two  questions  in  mind:  Is 


this  an  ideal  way  to  reduce  the  deficit 
and  reach  the  Gramm-Rudman  target 
for  1987;  and,  if  it  is  not  idea,  is  it  least 
a  real  way  to  reduce  the  deficit? 

It  is  clear  to  me  that  this  is  not  an 
ideal  approach.  First  of  all,  many  of 
the  elements  in  this  package  are  one 
year  savings.  The  sale  of  loan  assets, 
for  example,  will  bring  in  revenue 
1987,  but  we  cannot  sell  the  same  asset 
2  years  in  a  row.  The  goal  we  should 
have  in  terms  of  spending  restraint  is 
to  make  changes  in  the  law  now  which 
are  lasting  in  their  effect,  resulting  in 
deficit  reduction  in  1987  and  beyond. 

Second,  a  better  way  to  reduce  the 
deficit,  which  would  have  had  an 
effect  in  1987  and  beyond,  would  have 
been  to  combine  spending  restraint 
with  revenue  increases  from  tax  re- 
forms such  as  a  tough  minimum  tax 
on  profitable  corporations  and 
wealthy  individuals  who  are  not  now 
paying  anything  in  taxes.  In  that  way, 
we  could  have  achieved  greater  fair- 
ness in  the  Tax  Code  and  done  some- 
thing lasting  about  the  deficit.  Unfor- 
tunately, that  tax  reform  revenue  is 
now  being  used  to  fund  uneven  tax 
cuts  in  the  tax  reform  bill.  I  oppose 
the  tax  reform  bill  for  a  number  of 
reasons,  but  one  of  them  is  that  by 
using  those  revenues  to  fund  uneven 
tax  cuts,  we  are  putting  ourselves  in 
the  position  in  the  future  of  reducing 
the  deficit  through  raising  revenues 
from  regressive  taxes  such  as  excise 
taxes  on  telephone  bills  and  beer  and 
through  unwise  or  temporary  spend- 
ing restraint.  So,  for  those  who  find 
this  particular  reconciliation  package 
distasteful,  let  me  state  as  clearly  as  I 
can— we  have  an  option  that  is  far 
better. 

But  if  this  is  not  an  ideal  deficit  re- 
duction package,  is  it  adequate  to  meet 
the  deficit  reduction  target  of  Gramm- 
Rudman  for  1987?  Chairman  of  the 
Budget  Committee,  Senator  Domenici, 
and  the  ranking  minority  member. 
Senator  Chiles  have  assured  the 
Senate  that  the  Congressional  Budget 
Office  is  scoring  the  actions  contained 
in  this  package  as  resulting  in  real  def- 
icit reduction  for  1987.  In  the  past,  we 
in  this  body  have  looked  to  CBO  as 
the  impartial  yardstick  for  measuring 
projected  spending,  revenues  and  defi- 
cits. Many  in  this  body  have  looked  to 
its  analysis  of  the  President's  budget 
each  year  in  order  to  determine  the 
credibility  of  his  budget.  With  our 
track  record  of  trust  in  CBO.  I  believe 
we  should  trust  CBO  in  its  evaluation 
that  the  deficit  reduction  in  this  pack- 
age will  result  in  our  meeting  the 
Gramm-Rudman  target  for  1987. 

Having  supported  a  reconciliation 
package  which  CBO  certifies  will  meet 
the  1987  target,  I  now  believe  it  is  pos- 
sible to  vote  against  putting  in  place  a 
mechanism  which  would  provide  for 
across-the-board  cuts  in  the  event  we 
miss  the  target.  That  is  why  I  oppose 
the  sequester  order. 


The  theory  behind  Gramm-Rudman 
has  always  been  that  across-the-board 
cuts  are  only  better  than  no  action  at 
all  to  reduce  the  deficit.  The  goal  of 
having  the  possibility  of  across-the- 
board  cuts  was  to  set  up  a  threat  - 
which  would  force  us  to  take  real 
action  to  reduce  the  deficit.  And  as  it 
has  turned  out,  the  threat  of  having  to 
vote  for  the  across-the-board  cuts  has 
forced  us  to  take  real  action.  It  is  not 
ideal  action,  but  it  is  real  action.  As 
imperfect  as  the  process  is,  and  as  im- 
perfect as  the  reconciliation  bill  itself 
is.  I  am  convinced  that  without  the 
presence  of  Gramm-Rudman  hovering 
over  us.  there  would  have  been  very 
little  real  deficit  reduction  this  year. 
Therefore,  the  reconciliation  bill's 
being  passed  and  the  sequester  order's 
being  defeated  are  vindications  of  the 
Gramm-Rudman  process  and  not  signs 
of  its  demise. 

If  the  reconciliation  bill  fails  in  the 
House  of  Representatives,  the  majori- 
ty leader  has  assured  us  we  will  be 
able  to  reconsider  the  sequester  reso- 
lution. He  will  accomplish  this  by 
moving  to  reconsider  the  vote  on  the 
sequester  resolution  and  keeping  that 
motion  pending  until  the  House  acts. 
That  is  significant  assurance  that  our 
action  on  reconciliation  tonight,  and 
basing  defeat  of  sequester  upon  that 
action,  will  not  be  illusory.  The  disci- 
pline will  remain  intack  therefore. 

Mr.  PELL.  Mr  President,  the  resolu- 
tion being  considered  by  the  Senate 
would  make  possible  deep  spending 
cuts  in  nearly  every  Federal  Govern- 
ment spending  program— spending 
cuts  mindlessly  calculated  by  comput-. 
ers  following  a  rigid  formula.  I  shall 
vote  against  this  resolution. 

The  proposal  before  us  is  a  central 
part  of  the  Gramm-Rudman  Act  en- 
acted by  the  Congress  late  in  1985.  I 
was  one  of  just  24  Senators  who  voted 
consistently  against  the  Gramm- 
Rudman  Act  in  each  of  the  three  dif- 
ferent versions  brought  before  the 
Senate.  The  elaborate  Gramm- 
Rudman  process  is  simply  the  wrong 
way  and  a  bad  way  to  achieve  a  good 
end— reducing  the  annual  Federal 
Government  deficits. 

The  resolution  before  us  today  is  a 
clear  demonstration  of  what  is  wrong 
with  the  Gramm-Rudman  process. 
This  resolution  would  require  spend- 
ing cuts  of  7.6  percent  in  nearly  all 
nondefense  spending  programs  and  a 
reduction  of  5.6  percent  in  defense 
spending.  These  cuts  would  be  made 
without  any  consideration  of  whether 
some  Federal  Government  programs 
are  of  greater  or  lesser  value,  or  a 
higher  or  lower  priority,  than  others. 
All  would  be  cut  by  the  same  percent- 
age—education, air  traffic  control,  to- 
bacco subsidies,  foreign  aid.  health  re- 
search, or  military  aid  to  the  Contras 
in  Nicaragua— all  get  the  same  treat- 
ment. 
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This  is  no  way  to  run  a  government 
and  no  way  to  establish  our  national 
priorities.  No  family  would  manage  its 
budget  this  way;  no  corporation  would 
manage  its  business  this  way,  and  the 
Federal  Government  should  not 
either. 

The  Congress  in  fact  has  a  proce- 
dure for  establishing  spending  prior- 
ities. We  establish  priorities  by  enact- 
ing appropriations  bills  for  each  gov- 
errunent  agency  and  program,  deciding 
how  much  or .  how  little  should  be 
spent  on  each. 

But.  with  the  Gramm-Rudman  Act 
in  effect,  that  procedure  has  been  all 
but  abandoned  this  year.  Of  the  14 
aimual  appropriations  bills.  the 
Senate  this  year  has  considered  and 
acted  on  only  seven.  The  Senate  has 
had  no  opportunity  to  establish  prior- 
ities by  acting  on  spending  bills  for  the 
Departments  of  State.  Defense.  Jus- 
tice. Energy.  Agriculture,  Treasury, 
Housing  and  Urban  Development  or 
for  foreign  assistance. 

And  yet.  by  the  resolution  before  us. 
we  would  willy-nilly  cut  these  pro- 
grams and  the  programs  of  all  other 
departments  by  precisely  7.6  percent 
or,  in  the  case  of  defense  spending  by 
5.6  percent.  And  we  are  asked  to  ap- 
prove this  process  even  though  we 
have  not  determined  to  what  spending 
level  the  cut  will  apply. 

Supporters  of  the  Gramm-Rudman 
process  contended  from  the  outset 
that  the  threat  of  formula  spending 
cuts  would  force  the  Congress  to  act  in 
a  timely  and  responsible  manner  on 
the  Federal  Budget.  The  fact  is  that 
with  Gramm-Rudman  in  effect  for  the 
first  year,  we  have  not  acted  in  a 
timely  and  responsible  manner  on  Fed- 
eral spending  bills.  The  Congress  has 
not  completed  action  on  one— not 
one— spending  bill  for  the  fiscal  year 
that  begins  in  just  3  weeks.  The  fact 
that  this  resolution  is  before  us  is  a 
measure  of  the  failure  of  the  Gramm- 
Rudman  Act. 

Even  now,  with  less  than  3  weeks  re- 
maining before  the  start  of  the  1987 
fiscal  year  on  October  1,  we  are  told 
that  no  one  wants  these  formula  cuts 
to  take  place,  but  the  threat  of  them  is 
necessary  to  force  us  to  act  on  an  al- 
ternative. In  short,  we  are  told  we 
must  load  this  pistol  and  hold  it 
against  our  foreheads  to  remind  us 
that  we  have  a  serious  budgetary  re- 
sponsibility to  fulfill.  That  is  childish 
nonsense. 

The  truth  is  that  there  will  be  severe 
penalties  if  we  do  not  bring  Federal 
deficits  under  control.  If  deficits  con- 
tinue as  they  have  during  these  past  5 
years,  our  Nation  will  face  a  growing 
threat  of  inflation,  we  will  become  in- 
creasingly a  debtor  among  the  nations 
of  the  world,  and  we  will  find  it  in- 
creasingly difficult  to  reduce  our  huge 
trade  deficits.  With  those  kinds  of  real 
world  penalties  for  budget  deficits,  do 
we  really  need  to  add  these  artificial 


threats  of  cutting  funds  for  education, 
scientific  research,  air  traffic  safety, 
and  drug  enforcement  by  7.6  percent? 
It  is  argued  that  the  resolution 
before  us  is  only  a  technicality,  that 
we  are  being  asked  only  to  affirm  the 
accuracy  of  the  deficit  estimates  for 
the  coming  fiscal  year. 

Well,  the  fact  is  that  if  this  resolu- 
tion is  approved,  the  Gramm-Rudman 
formula  cuts  in  spending  will  be  possi- 
ble. If  the  resolution  is  defeated,  the 
Gramm-Rudman  formula  cuts  will  not 
be  possible. 

I  am  opposed  to  the  Gramm- 
Rudman  process.  I  am  opposed  to 
many  of  the  program  cuts  this  resolu- 
tion would  make  possible.  For  that 
reason  I  shall  vote  against  the  resolu- 
tion. 

Mr.  BYRD.  Mr.  President,  the 
Gramm-Rudman  chicken  is  coming 
home  to  roost  tonight.  Shortly,  we  will 
be  voting  on  the  sequester  resolution 
that  was  reported  by  the  temporary 
joint  committee.  That  resolution  in- 
corporates the  contents  of  the  report 
of  the  directors  of  CBO  and  OMB, 
which  estimates  the  deficit  next  year 
at  $163.4  billion  and  calls  for  $19.4  bil- 
lion in  outlay  reductions  to  meet  the 
$144  billion  deficit  target.  That  will  re- 
quire outlay  reductions  of  5.6  percent 
in  defense  programs  and  7.6  percent  in 
affected  nondefense  programs. 

These  are  not  dry  numbers.  Let  me 
explain  what  some  of  these  cuts  will 
mean.  This  sequestration  resolution 
would  cut  $19.1  billion  in  spending  au- 
thority from  national  defense.  That 
includes  $3.8  billion  from  military  per- 
sonnel, and  $4.2  billion  from  operation 
and  maintenance  activities.  These  are 
at  the  heart  of  our  military  readiness 
budget. 

The  sequester  resolution  would 
strike  directly  at  military  personnel 
levels,  possibly  forcing  drastic  and 
dangerous  reductions  in  troop 
strength.  And  it  would  start  a  return 
to  the  days  of  the  "hollow"  army, 
when  planes  could  not  fly  for  want  of 
spare  parts— when  ships  could  not  sail 
for  want  of  trained  personnel— when 
soldiers  did  not  have  enough  ammuni- 
tion for  training,  let  alone  defending 
out  national  interests. 

I  do  not  believe  that  the  world  situa- 
tion has  relaxed  to  the  point  where 
such  reductions  are  wise.  If  the  resolu- 
tion only  made  these  cuts  in  the  de- 
fense budget,  I  would  strongly  oppose 
it.  But  it  also  makes  penny-wise  and 
pound-foolish  cuts  in  domestic  pro- 
grams. 

Let  me  illustrate  some  of  these  cuts. 
At  a  time  of  declining  margins  of 
safety  in  air  travel,  the  sequester  reso- 
lution would  cut  $174.6  million  in 
spending  authority  from  the  FAA's  op- 
eration budget.  This  Nations  air  traf- 
fic control  system  is  dangerously  un- 
dermanned right  now.  Cutting  the 
FAA's  budget  is  exactly  the  wrong 
step  to  take  if  we  are  interested  in  re- 
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aviation  safety. 

Another  example,  the  budget  of  the 
National  Cancer  Institute  would  be 
slashed  by  $89  million  next  year.  I  ask 
my  colleagues  to  consider  whether  suf- 
ficient progress  has  been  made  in  the 
war  against  cancer  to  justify  this  kind 
of  cut?  I  believe  that  we  must  do  more, 
not  less  in  searching  for  a  cure  for  this 
dreaded  disease. 

Moreover,  the  sequester  resolution 
would  cut  financial  assistance  to  col- 
lege students  by  $367  million  next 
year.  How  on  earth  is  this  Nation 
going  to  become  competitive  in  the 
world  economy  if  we  consume  our  seed 
corn  and  do  not  provide  for  the  educa- 
tion of  our  children?  Again,  this  is  an 
ill-considered  and  unwise  policy. 

I  could  name  many  other  areas  in 
which  this  resolution  would  do  serious 
damage  to  the  national  interest.  But 
let  me  conclude  with  just  one.  This 
Senate  is  rightfully  concerned  with 
the  epidemic  of  drug  use  that  is  envel- 
oping this  country.  No  area  of  activity 
is  safe  from  its  pernicious  effects.  It  is 
destroying  productive  lives,  and  is 
wreaking  untold  damage  on  our  chil- 
dren. 

Yet,  this  resolution  would  cut  $28 
million  from  the  Drug  Enforcement 
Administration's  budget  next  year,  $89 
million  from  the  FBI,  and  over  $60 
million  from  the  Customs  Service. 
How  can  we  be  serious  about  the  need 
to  strengthen  efforts  to  eradicate  ille- 
gal drugs  if  we  cut  the  budget  of  those 
agencies  that  are  on  the  front  line  of 
the  drug  war?  This  is  just  one  more 
example  of  the  unsound,  wrong- 
headed,  and  just  plain  foolish  budget 
cuts  that  this  resolution  would  make. 

Mr.  President,  these  are  but  a  few 
examples  of  the  absurdities  of  the 
across-the-board  budget  cuts  mandat- 
ed by  Gramm-Rudman.  Even  some  of 
the  President's  key  advisers  who  were 
among  the  strongest  cheerleaders  for 
the  Gramm-Rudman  proposal  last 
year  are  counseling  a  veto  of  this  reso- 
lution now  that  the  consequences  of  it 
are  apparent.  I  warned  the  President 
last  year  that  Gramm-Rudman  could 
have  a  detrimental  effect  on  our  de- 
fense capabilities  and  important  do- 
mestic programs.  And  now  those  pre- 
dictions are  coming  true. 

This  resolution  is  an  abdication  of 
the  fundamental  responsibility  of  the 
Congress  to  set  fiscal  priorities— to  de- 
termine which  programs  are  essential 
to  our  Nation  and  which  can  be  re- 
duced. But  this  resolution  reduces  pro- 
grams by  equal  percentages.  It  as- 
sumes, for  instance,  that  cancer  re- 
search is  no  more  important  than  con- 
struction of  new  office  buildings. 

Mr.  President,  this  resolution,  if  it 
becomes  law,  would  be  a  disaster  to 
this  country.  Thus,  I  will  vote  against 
it  and  urge  my  colleagues  to  do  like- 
wise. 


UMI 


September  19,  1986 


CONGRESSIONAL  RECORD— SENATE 


24951 


The  PRESIDING  OFFICER.  The 
joint  resolution  having  been  read  the 
third  time,  the  question  is.  Shall  it 
pass? 

On  this  question,  the  yeas  and  nays 
have  been  ordered,  and  the  clerk  will 
call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn],  the 
Senator  from  Arizona  [Mr.  Gold- 
water],  and  the  Senator  from  Ver- 
mont [Mr.  Stafford],  are  necessarily 
absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Oklahoma  [Mr. 
Boren]  and  the  Senator  from  Hawaii 
[Mr.  Matsunaga],  are  necessarily 
absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber desiring  to  vote? 

The  result  was  announced— yeas  15, 
nays  80— as  follows: 

[Rellcall  Vote  No.  278  Leg.] 
YEAS- 15 


Armstrcng 

Hecht 

Proxmire 

Cohen 

Helms 

Rudman 

Danforth 

Hollings 

Stennis 

Gramm 

Humphrey 

Wallop 

Hatch 

Long 

NAYS-80 

Wilson 

Abdnor 

Ford 

Metzenbaum 

Andrews 

Glenn 

Mitchell 

Baucus 

Gore 

Moynihan 

Bentsen 

Gorton 

Murkowski 

Biden 

Grassley 

Nickles 

Bingaman 

Harkin 

Nunn 

Boschwiu 

Hart 

Packwood 

Bradley 

Hatfield 

Pell 

Broyhill 

Hawkins 

Pressler 

Bumpers 

Heflin 

Pryor 

Burdick 

Heinz 

Quayle 

Byrd 

Inouye 

Riegle 

Chafee 

Johnston 

Rockefeller 

Chiles 

Kassebaum 

Roth 

Cochran 

Kasten 

Sarbanes 

Cranston 

Kennedy 

Sasser 

DAmato 

Kerry 

Simon 

DeConcinl 

Lautenberg 

Simpson 

Denton 

Laxalt 

Specter 

Dixon 

Leahy 

Stevens 

Dodd 

Levin 

Symms 

Dole 

Lugar 

Thurmond 

Domenici 

Mathias 

Trible 

Durenberger 

Mattingly 

Warner 

Eagleton 

McClure 

Weicker 

Evans 

McConnell 

Zorinsky 

Exon 

Melcher 

NOT  VOTING- 

-5 

Boren 

Goldwater 

Stafford 

Gam 

Matsunaga 

So  the  joint  resolution  (S.J.  Res. 
412)  was  rejected. 

D  0040 

Mr.  DOLE.  Mr.  President,  I  enter  a 
motion  to  reconsider  the  vote  by 
which  Senate  Joint  Resolution  412 
was  defeated. 


ROUTINE  MORNING  BUSINESS 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  there  now  be 
a  period  for  the  transaction  of  routine 
morning  business  not  to  extend 
beyond  the  hour  of  1  a.m. 

Mr.  HUMPHREY.  Mr.  President,  re- 
serving the  right  to  object. 


Mr.  President,  I  withdraw  the  reser- 
vation. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


MARINE  CENTRAL  RAILROAD 
CO.  AND  PORTLAND  TERMINAL 
CO.  LABOR-MANAGEMENT  DIS- 
PUTE 

Mr.  COHEN.  Mr.  President,  Wednes- 
day night  the  Senate  passed  Senate 
Joint  Resolution  415,  a  bill  to  provide 
for  a  settlement  to  the  Maine  Central 
Railroad  Co.  and  Portland  Terminal 
Co.  labor-management  dispute. 

This  dispute,  which  began  more 
than  6  months  ago  and  threatens  to 
disrupt  rail  transportation  services  es- 
sential to  Maine  and  the  Nation,  re- 
mains unresolved. 

The  parties  involved  in  the  dispute 
are  as  far  apart  today  as  they  were  6 
months  ago,  despite  two  congressional- 
ly  imposed  cooling  off  periods.  No  res- 
olution of  the  differences  between  the 
parties  is  in  sight.  Negotiations  are  at 
a  standstill. 

The  most  recent  cooling  off  period 
expired  yesterday.  At  this  time,  both 
parties  are  free  to  unilaterally  take 
whatever  steps  are  warranted  by  the 
circumstances.  Guilford  Transporta- 
tion Industries,  owner  of  the  Maine 
Central  Railroad,  has  publicly  stated 
that  it  intends  to  swiftly  and  unilater- 
ally impose  a  20-percent  wage  cut  and 
extensive  work  rule  changes.  The 
union  has  stated  that  it  will  not  accept 
this  course  of  action  and  will  strike. 
The  strike  is  certain  to  spread  quickly 
throughout  the  Nation,  crippling  the 
flow  of  interstate  commerce.  The  stage 
is  set  for  a  nationwide  strike. 

I  fully  support  the  collectives  bar- 
gaining process  and  would  prefer  to 
see  the  parties  in  this  dispute  work  out 
their  differences  through  this  process. 
Congress  extended  the  cooling  off 
period  last  month  in  order  to  allow  the 
parties  additional  time  to  resolve  their 
differences  on  their  own.  Unfortunate- 
ly, no  progress  was  made  by  the  par- 
ties and  they  remain  at  an  impasse. 

The  flow  of  interstate  commerce  is 
critical  to  the  Nation's  economic  well- 
being  and  transcends  the  narrow  inter- 
ests of  any  party.  Congress  is  obligated 
to  protect  the  flow  of  interstate  com- 
merce. It  has  no  option  other  than  to 
take  the  steps  necessary  to  prevent  a 
nationwide  rail  strike  from  occurring. 

The  Congressional  Advisory  Board,  a 
second  independent  panel  established 
by  Congress  to  investigate  this  dis- 
pute, found  the  Presidential  Emergen- 
cy Board's  recommendations  reasona- 
ble and  well-founded  and  recommend- 
ed them  as  a  reasonable  settlement  of 
the  dispute. 

These  recommendations  constitute 
Senate  Joint  Resolution  415  and  I  am 
pleased  that  the  Senate  acted  so 
quickly  in  adopting  this  resolution. 
The  speed  with  which  the  Senate  has 


acted  will  increase  the  chances  that  a 
national  railroad  strike  can  be  averted. 
That  is  good  news  for  Maine  and  the 
Nation. 


NATIONAL  POW/MIA 
RECOGNITION  DAY 

Mr.  SIMPSON.  Mr.  President,  it  is 
particularly  appropriate  that  we  com- 
memorate 'National  POW/MIA  Rec- 
ognition Day,"  a  day  set  aside  to 
honor  those  who  are  missing  or  who 
have  been  or  are  prisoners  of  war.  It  is 
my  fervent  hope  that  this  day  of  rec- 
ognition will  serve  as  a  reminder  that 
there  are  missing  American  citizens 
who  have  not  been  aw;counted  for,  and 
that  a  full  accounting  of  those  Ameri- 
cans remains  a  highest  priority  of  this 
administration.  Until  that  accounting 
has  been  made  and  all  of  our  impris- 
oned Americans  are  returned,  this 
great  Nation  will  itself  yet  remain  a 
prisoner  of  the  conflict  in  Southeast 
Asia. 

There  are  some  2,430  Americans  who 
are  still  unaccounted  for  from  the 
Vietnam  war  Six  of  those  were  from 
my  native  State  of  Wyoming.  The  lo- 
cation and  condition  of  each  of  these 
persons  should  be  a  matter  of  vital 
concern  to  each  of  us.  For  those  who 
may  still  be  living,  our  concern  must 
be  to  make  every  possible  effort  to 
bring  about  their  return  as  swiftly  as 
possible.  For  those  for  whom  the 
heavy  struggle  has  ceased,  we  must 
labor  to  provide  answers  to  their  fami- 
lies in  order  that  the  horrible  uncer- 
tainly with  which  they  daily  contend 
can  be  resolved  at  last. 

I  earnestly  commend  the  efforts  of 
those  who  remind  us  all  of  the  com- 
mitment of  this  Nation  to  the  return 
of  those  living  and  a  final  accounting 
of  all  of  those  who  gave  their  lives  for 
this  great  country. 


POW/MIA  DAY  OUR  CONTINUED 
COMMITMENT 

Mr.  BYRD.  Mr.  President,  earlier 
today,  the  distinguished  majority 
leader  called  attention  to  the  observ- 
ance of  this  day  as  National  POW/ 
MIA  Day.  I  commend  him  for  recog- 
nizing this  significant  occasion.  As  my 
colleagues  know,  the  issue  of  our  coun- 
trymen missing  in  action,  or  otherwise 
unaccounted  for.  has  been  of  profound 
concern  to  me.  I  sponsored  successful 
legislation  to  award  a  congressional 
medal  to  the  families  of  the  missing, 
in  recognition  of  their  sacrifice  and 
their  determination  to  keep  this  issue 
high  on  the  list  of  our  national  prior- 
ities. I  wrote  to  the  former  Postmaster 
General  to  encourage  him  to  have  a 
stamp  issued  to  recognize  this  impor- 
tant piece  of  unfinished  national  busi- 
ness. 

These  are  tangible  symbols  of  our 
concern— our   commitment— to   a   full 
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accounting  of  those  missing  in  the 
service  of  their  country.  But  the  real 
evidence  of  our  commitment  is  to  be 
found  in  the  fact  we  continue  to  press 
for  that  accounting.  When  I  had  the 
privilege  of  addressing  the  National 
League  of  Families  of  American  Pris- 
oners and  Missing  in  Southeast  Asia,  I 
quoted  from  the  book  of  Matthew. 
chapter  10,  in  which  Jesus  said  "are 
not  two  sparrows  sold  for  a  farthing? 
And  one  of  them  shall  not  fall  on  the 
ground  without  your  father.  But  the 
very  hairs  of  your  head  are  all  num- 
bered. Pear  ye  not  therefore,  ye  are  of 
more  value  than  many  sparrows." 

God  does  not  lose  us.  He  has  not  lost 
sight  of  those  nearly  2,000  of  our 
countrymen  missing  in  Southeast  Asia. 
While  these  Americans  are  beyond  our 
sight,  they  are  not  beyond  our 
thoughts.  We  will  continue  to  insist 
upon  the  fullest  possible  accounting. 

It  is  only  fitting  that  we  recognize 
POW/MIA  Day.  I  commend  the  fami- 
lies of  those  brave  Americans.  Their 
perseverance  and  resolve  will  assure 
the  full  accounting  that  all  Americans 
require. 


SUPERFUND 

Mr.  BROYHILL.  Mr.  President,  I  am 
pleased  to  be  a  cosponsor  of  the  pro- 
grammatic portions  of  the  conference 
report  on  H.R.  2005  being  introduced 
today  by  the  chairman  of  the  Environ- 
ment and  Public  Works  Committee. 

As  an  original  cosponsor  of  the 
House  bill,  I  congratulate  the  mem- 
bers of  the  Superfund  Conference 
Committee  on  forging  a  good  compro- 
mise bill.  This  compromise  will  greatly 
expand  and  strengthen  the  Superfund 
Program  at  a  time  when  this  program 
has  been  starving  for  funds  since  its 
original  funding  authorization  expired 
last  September  30— almost  1  year  ago. 

Despite  the  uncertainties  in  funding, 
and  the  long  wait  for  additional  au- 
thorities, the  EPA  has  been  doing 
what  it  can  to  clean  up  the  most  criti- 
cal waste  sites. 

My  office  has  been  informed  that, 
beginning  Sunday,  September  28,  EPA 
Southeast  region  will  begin  evacuating 
22  families  near  the  Sanford  Plating 
Superfund  site  in  Sanford,  NC.  The 
evacuation  is  a  precaution  to  ensure 
their  safety  while  the  EPA  is  chemi- 
cally altering  cyanide  found  in  the 
site.  The  evacuation  is  expected  to  last 
3  or  4  days. 

The  Sanford  Plating  site  is  on  the 
national  priority  list  as  a  heavy  metals 
and  plating  waste  site.  Located  near 
Route  5  and  Deep  River  Road,  the  site 
contains  15.000  gallons  of  plating  solu- 
tions and  50  tons  of  contaminated  soil 
and  sludge.  Preliminary  work  on  the 
site  began  in  August  under  EPA's  im- 
mediate removal  phase  of  the  Super- 
fund  Program. 


The  families  are  being  asked  to  stay 
in  local  motels  at  Government  ex- 
pense. EPA  has  already  transferred 
$30,000  to  FEMA  to  cover  the  tempo- 
rary relocation  expense. 

The  families  are  being  evacuated  &s 
a  precautionary  measure.  EPA  intends 
to  threat  the  plating  acids  and  cyanide 
wastes  at  the  site.  There  is  the  possi- 
bility that  the  chemical  treatment 
process  could  produce  small  amounts 
of  cyanide  gas,  thus  the  precaution  of 
removing  the  families.  EPA  will  estab- 
lish a  complete  air-monitoring  system 
around  the  site  during  the  treatment 
period. 

Once  the  wastes  are  rendered  inert, 
EPA  intends  to  transport  the  material 
to  one  or  more  approved  disposal  sites. 

I  inform  my  colleagues  of  this  action 
in  North  Carolina  to  illustrate  that 
EIPA  is  moving  forward  to  cleanup 
abandoned  hazardous  waste  dumps  as 
quickly  as  funding  and  resources  will 
allow.  We  in  the  Congress  must  do  our 
part  to  ensure  that  the  Superfund 
Program  not  only  continues,  but  is  ex- 
panded to  ensure  the  permanent  elimi- 
nation of  these  hazardous  waste 
dumpsites. 


FORMER  SENATOR  NORRIS 
COTTON 

Mr.  RUDMAN.  Mr.  Pre.sident,  I  ask 
unanimous  consent  that  an  article  ap- 
pearing in  the  Manchester,  NH,  Union 
Leader  dated  September  17,  1986, 
about  a  former  colleague  and  a 
Member  of  this  body.  Senator  Norris 
Cotton,  of  the  State  of  New  Hamp- 
shire, be  printed  in  the  Record. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

[Prom  the  Manchester  (NH)  Union  Leader, 
Sept.  17.  1986] 

Under  the  State  House  Dome 

(By  Donn  Tibt>etts) 

The  history  of  Warren,  a  town  far  up  in 
the  foothills  of  New  Hampshire,  has  just 
been  published  by  author  Roland  Bixby. 

In  a  preface,  a  famous  Warren  son.  former 
U.S.  Sen.  Norris  Cotton  writes:  "Perhaps  no 
other  New  Hampshire  town  is  quite  so  close- 
ly pinched  by  hills  and  mountains  as 
Warren.  Legend  has  it  that  Daniel  Webster 
in  his  early  days  visited  Warren  and  later 
remarked  that  a  cobbler  plying  his  trade  in 
Warren  couldn't  pull  out  his  last  without 
bumping  his  elbow  against  the  pressing 
hills. 

Cotton.  86.  says  that  Bixby  "has  a  remark- 
able talent  for  reaching  into  the  past  and 
painting  such  a  vivid  picture  of  long-ago 
events  that  he  breathes  life  into  them  and 
makes  them  sound  as  if  they  were  recent  oc- 
currences." 

"Being  native  bom  and  of  kindred  spirits 
with  the  residents  of  Warren."  said  Bixby. 
"it  has  been  a  satisfying  undertaking  to  pre- 
serve the  account  of  their  pains,  their  dilem- 
mas, their  adventures,  their  advances,  their 
God-given  abilities  and  their  attitudes  about 
life." 

"One  cannot  help  but  be  awestruck  by  the 
admiring  qualities  of  a  people  who  are  any- 


thing but  naive  to  the  ways  of  the  modem 
world."  wrote  Bixby. 

In  writing  about  Cotton.  Bixby  recalls: 
"When  after  his  retirement,  a  large  state- 
wide banquet  was  planned  with  a  high  price 
plate.  Norris  objected,  saying.  It  was  the 
people  who  sent  me  to  Washington  and  gave 
me  a  successful  career.  Charge  them  $10  a 
plate  or  111  not  be  there.' 

"And  they  did.  and  he  was  there.  This  was 
the  real  Norris  Cotton,  second  only  to 
Daniel  Webster  who  also  hailed  from  New 
Hampshire  and  the  small  town  of  Pranklin," 
wrote  Bixby. 

It  all  whets  the  appetite  for  Bixby's 
•Standing  Tall— The  Life  Story  of  Norris 
Cotton"  due  out  later  this  year. 


DAVID  A.  WINSTON 

Mr.  DOLE.  Mr.  President,  last  week 
David  A.  Winston,  a  former  Senate 
staff  member.  White  House  consult- 
ant, and  health-care  expert  died.  Mr. 
Winston's  premature  death  at  age  44 
was  sad  news  to  all  of  us  who  had  the 
honor  of  working  with  him  over  the 
past  10  years. 

I  speak  as  a  Senator  with  great  in- 
terest in  quality  health  care  and  qual- 
ity Federal  health  policy  when  I  say 
that  David  Winston's  contributions 
toward  achieving  these  same  goals 
were  noteworthy.  And  those  of  us  who 
have  been  involved  in  the  health  field 
will  miss  his  leadership,  dedication, 
and  ability  on  this  issue. 

During  the  late  1970's.  when  this 
Nation  was  making  significant  deci- 
sions about  health  policy.  Mr.  Winston 
served  as  a  staff  member  to  the  rank- 
ing member.  Senator  Schweiker,  and 
the  whole  committee.  Later,  Mr.  Win- 
ston served  as  the  head  of  President 
Reagan's  health  transition  team  and 
as  a  consultant  to  the  White  House. 

At  this  point  I  would  like  to  intro- 
duce three  letters:  The  first  from  the 
President,  the  second  from  the  Secre- 
tary of  Health  and  Human  Services 
Dr.  Otis  Bowen;  and  the  third  from 
former  Senator  and  Health  and 
Human  Services  Secretary,  Richard 
Schweiker. 

Mr.  President,  I  want  to  extend  my 
sympathies  to  Mr.  Winston's  family 
and  friends.  David  Winston  was  tn;ist- 
ed  and  admired  by  everyone  who  ever 
worked  with  him,  on  the  Hill  and  in 
the  executive  branch.  And  his  pres- 
ence will  be  much  missed. 

There  being  no  objection  the  materi- 
al was  ordered  to  be  printed  in  the 
Record,  as  follows: 

The  White  House. 
Washington.  September  19, 1986. 
Hon.  Robert  Dole, 
Majority  Leader, 
U.S.  Senate,  Washington,  DC. 

Dear  Bob:  With  the  untimely  death  of 
David  A.  Winston  all  of  us  have  lost  a  dear 
friend  and  trusted  adviser.  David  contribut- 
ed greatly  to  our  efforts  to  improve  the  Na- 
tion's health  care,  and  we  will  all  miss  him. 
I  appreciate  the  opportunity  to  share  my 
thoughts  for  this  eulogy  for  David. 

My  association  with  David  Winston  goes 
back  to  my  days  in  California.  In  progres- 
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sively  responsible  positions,  he  advised  the 
State  Assembly  Health  Committee,  he 
served  as  Deputy  Secretary  of  the  Califor- 
nia Health  and  Welfare  Agency,  and  he  was 
Chief  Deputy  Director  of  the  California  De- 
partment of  Health.  Throughout  that  time 
he  was  instrumental— indeed  indispensible— 
in  helping  us  accomplish  many  of  the  goals 
we  sought  to  achieve  for  the  people  of  Cali- 
fornia. 

With  his  store  of  experience  on  the  State 
level,  David  next  turned  the  focus  of  his  at- 
tention to  the  national  level,  serving  on  the 
Senate  staff  as  a  trusted  and  valued  aide  to 
Dick  Schweiker. 

Prom  the  outset  of  my  first  team,  David 
was  adviser  to  all  my  appointees  as  Secre- 
tary of  Health  and  Human  Services.  In  1982, 
he  took  on  the  additional  role  of  advising  us 
at  the  White  House  on  health  issues. 

David  was  the  kind  of  person  who  made  a 
trememdous  contribution  by  working  large- 
ly behind  the  scenes,  but  those  who  knew 
him  were  keenly  aware  of  his  central  role. 
His  passing  deprives  us  of  his  continued 
counsel  and  help,  and  his  family  of  a  loving 
husband  and  father  whose  integrity  and 
strength  matched  his  public  character  in 
every  respect. 

We  will  all  miss  David's  intelligence  and 
dedication,  but  we  should  remember  him  for 
what  he  gave  us,  and  be  grateful  for  the 
splendid  work  he  did  for  the  land  he  loved 
so  much.  The  Nation  is  better  off,  and  we 
each  are  better  off,  because  of  David  Win- 
ston. May  the  Lord  who  welcomes  him  to 
the  everlasting  City  of  God  console  all  those 
who  mourn  him  here  in  this  City  of  Man. 
Sincerely, 

Ronald  Reagan. 

Secretary  of  Health 
AND  Human  Services, 
Washington.  DC,  September  16,  1986. 
Hon.  Robert  Dols, 
U.S.  Senate. 
Washington,  DC. 

Dear  Bob:  We  have  both  lost  a  dear  friend 
and  respected  colleague  with  the  untimely 
death  of  David  A.  Winston.  Each  of  us  who 
strives  to  improve  our  Nation's  health  care 
knows  our  work  will  be  harder  without  him. 
I  am.  therefore,  grateful  for  the  opportuni- 
ty to  share  with  you  some  thoughts  for  your 
eulogy  for  David. 

I  first  came  to  know  David  Winston  in 
1982  when  I  was  Chairman  of  the  Advisory 
Council  on  Social  Security.  We  renewed  ac- 
qnaintances  and  became  good  friends  when 
I  became  Secretary  in  1985.  I  quickly  en- 
dorsed what  my  immediate  predecessors. 
Secretary  Schweiker  and  Secretary  Heckler, 
had  done  in  making  David  Winston  an  unof- 
ficial albeit  trusted  advisor.  David's  advice 
on  all  occasions  was  not  only  invaluable  but 
also  so  incisive  that  it  became  immediately 
clear  to  me  why  so  many  of  our  nation's 
leaders  had  come  to  rely  on  him. 

It  is  always  hard  to  feel  satisfied  with  any 
single  characterization  of  an  individual  es- 
pecially one  with  as  many  talents  and  vir- 
tues as  David  possessed.  His  insight  and 
wisdom  were  always  valued.  However,  there 
are  two  pespectives  of  David  which  I  will 
always  remember  best. 

First,  was  the  way  in  which  he  blended  his 
graclousness  and  his  superior  knowledge  of 
health  policy  with  an  intense  dedication  to 
integrity.  When  David  made  a  commitment, 
whether  it  was  for  or  against  you,  you  knew 
where  you  stood.  Most  of  all,  when  you  had 
a  "yes"  you  did  not  have  to  worry;  you  had 
his  bond. 


Just  as  important  was  David's  role  as  a 
teacher  whose  influence  and  inspiration 
touched  everyone  he  dealt  with.  I  am  hon- 
ored to  include  myself  in  that  company. 
Further,  it  is  amazing  the  extent  to  which 
David  Winston's  "students"  are  represented 
in  the  senior  leadership  of  this  Department. 
Yeti  this  should  be  no  surprise:  each  learned 
from  David  his  high  standards  of  integrity, 
dedication,  and  professionalism.  This  made 
these  individuals  so  attractive  and  essential 
both  to  me  and  my  predecessors.  Those  who 
learned  from  David  learned  well  how  to 
handle  the  responsibilities  of  public  office. 
Certainly  all  of  the  "Bowen  team"  have 
profited  from  the  sage  advice  and  counsel 
that  he  so  graciously  and  unselfishly  provid- 
ed. 

Senator  Hatch  once  described  David  Win- 
ston as  a  "symphony  of  professionalism." 
How  fitting  a  description  for  a  man  who  was 
in  every  sense  of  the  word  a  virtuoso  and 
who  seemed  never  to  have  played  a  discord- 
ant note. 

As  John  Donne  has  written  "No  man  is  an 
island.  .  .  ."  and  with  David's  passing  many 
Americans  throughout  this  great  country 
must  feel  as  if  a  part  of  themselves  is  float- 
ing away.  He  will  be  sorely  missed  in  so 
many  ways,  yet  we  can  take  solace  in  the 
knowledge  that  we  are  all  better  for  his 
having  passed  our  way. 
Sincerely. 

Otis  R.  Bowen,  M.D. 

American  Council  of  Life  Insurance. 

Washington,  DC,  September  17.  1986. 
Hon.  Robert  Dole, 
Senate  Majority  Leader, 
U.S.  Capitol,  Washington,  DC. 

Dear  Bob:  The  tragic  and  untimely  death 
of  David  A.  Winston  reminds  us  all  of  the 
outstanding  contributions  he  has  made  to 
his  government,  his  profession  and  his 
family.  David  was  a  dedicated  public  serv- 
ant, a  skilled  health  professional,  and  a  de- 
voted family  man. 

Very  early  in  his  career  David  made  a 
strong  commitment  to  the  state  of  Califor- 
nia by  serving  the  Governor  of  California 
and  the  State  Assembly.  He  continued  that 
strong  commitment  to  public  service  by 
coming  to  Washington  to  work  for  me  as 
Senator  by  serving  as  Minority  Staff  Direc- 
tor of  the  Senator  Labor,  Health  and 
Human  Resources  Committee. 

Even  when  he  went  to  the  private  sector, 
he  voluntarily  served  me  when  I  was  Secre- 
tary of  the  Department  of  Health  &  Human 
Services,  and  he  also  ser\'ed  President 
Reagan  in  both  unofficial  and  official  capac- 
ities in  the  health  care  field.  He  was  able  to 
blend  a  very  unique  knowledge  of  health 
care  issues  in  both  the  public  and  the  pri- 
vate sectors. 

His  leadership,  ingenuity  and  creativity  in 
the  health  care  field  was  clearly  evident  in 
his  work  on  health  policy  issues  for  the 
Senate  Health  Subcommittee  and  for  the 
Senate  Appropriations  Subcommittee  on 
Labor,  Health,  Human  Services  and  Educa- 
tion on  which  I  served  as  ranking  Republi- 
can. His  initiative,  professional  and  adminis- 
trative abilities  made  him  a  very  effective 
health  issues  manager  for  the  committee 
and  me. 

It  is  not  surprising  that  when  he  entered 
the  private  sector  in  the  health  care  field 
that  he  served  as  President  of  the  National 
Committee  on  quality  Health  Care  and  Vice 
President  of  American  Health  Capital  as 
well  as  Vice  President  of  the  Voluntary  Hos- 
pitals of  America.  All  of  these  positions  tes- 
tified to  his  unique  ability. 


In  his  role  as  my  key  health  advisor  he 
was  able  to  develop  a  credible  and  creative 
alternative  to  the  federal  regulatory  ap- 
proach to  health  policy  matters. 

During  his  extensive  career  in  public  serv- 
ice to  California,  to  President  Reagan  and 
to  me.  he  was  able  to  demonstrate  a  commit- 
ment of  time  and  energy  to  his  wife,  Susan, 
and  their  two  children.  Heath  and  Shannon, 
which  was  exemplary. 

All  of  us  will  miss  his  strong  leadership  in 
the  health  policy  area  as  well  as  his  kind 
and  friendly  personality  that  made  working 
with  him  so  interesting  and  enjoyable. 
Sincerely, 

Richard  S.  Schweiker, 
Former  Secretary  of  Health, 

and  Human  Services. 


MESSAGES  FROM  THE 
PRESIDE>rr 

Messages  from  the  President  of  the 
United  States  were  communicated  to 
the  Senate  by  Mrs.  Emery,  one  of  his 
secretaries. 


EXECUTIVE  MESSAGES 
REFERRED 

As  in  executive  session,  the  Presid- 
ing Officer  laid  before  the  Senate  mes- 
sages from  the  President  of.  the  United 
States  submitting  sundry  nominations 
which  were  referred  to  the  Committee 
on  Foreign  Relations. 

(The  nominations  received  today  are 
printed  at  the  end  of  the  Senate  pro- 
ceedings.) 


MESSAGES  FROM  THE  HOUSE 

At  11:02  p.m..  a  message  from  the 
House  of  Representatives,  delivered  by 
Ms.  Goetz,  one  of  its  reading  clerks, 
announced  that  the  House  agrees  to 
the  amendments  of  the  Senate  to  the 
following  joint  resolution: 

H.J.  Res.  60.  Joint  resolution  to  designate 
the  week  beginning  September  1.  1985.  as 
■National  School-Age  Child  Care  Awareness 
Week." 

The  message  also  announced  that 
the  House  has  passed  the  following 
joint  resolutions,  without  amendment: 

S.J.  Res.  196.  Joint  resolution  designating 
September  22,  1986.  as  "American  Business 
Women's  Day ": 

S.J.  Res.  317.  Joint  resolution  to  designate 
the  month  of  November  1986  as  'National 
Hospice  Month": 

S.J.  Res.  354.  Joint  resolution  to  designate 
the  week  of  October  5,  1986,  through  Octo- 
ber 11,  1986,  as  'National  Drug  Abuse  Edu- 
cation and  Prevention  Week "; 

S.J.  Res.  357.  Joint  resolution  to  designate 
the  week  of  September  15.  1986,  through 
September  21,  1986,  as  'National  Historical- 
ly Black  Colleges  Week "; 

S.J.  Res.  362.  Joint  resolution  to  designate 
the  week  of  December  14,  1986,  through  De- 
cember 20,  1986,  as  "National  Drunk  and 
Drugged  Drix-ing  Awareness  Week  ":  and 

S.J.  Res.  402.  Joint  resolution  designating 
July  2  and  3,  1987,  as  the  "United  SUtes- 
Canada  Days  of  Peace  and  Friendship. " 
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ENROLLED  BILLS  AND  JOINT  RESOLUTIONS 
SIGNED 

At  2:02  p.m..  a  message  from  the 
House  of  Representatives  delivered  by 
Ms.  Goetz.  one  of  its  reading  clerks, 
announced  that  the  Speaker  has 
signed  the  following  enrolled  bills  and 
joint  resolutions: 

S.  290.  An  act  for  the  relief  of  Catherine 
and  Robert  Possez; 

H.R.  3358.  An  act  to  reauthorize  the  At- 
lantic Striped  Bass  Conservation  Act,  and 
for  other  purposes; 

H.R.  4421.  An  act  to  authorize  appropria- 
tions for  fiscal  years  1987.  1988,  1989,  and 
1990  to  carry  out  the  Head  Start.  Follow 
Through,  dependent  care,  community  serv- 
ices block  grant,  and  community  food  and 
nutrition  programs,  and  for  other  purposes; 

S.J.  Res.  196.  Joint  resolution  designating 
September  22,  1986,  as  ■American  Business 
Women's  Day  "; 

S.J.  Res.  357.  Joint  resolution  to  designate 
the  week  of  September  15,  1986,  through 
September  21.  1986,  as  National  Historical- 
ly Black  Colleges  Week";  and 

H.J.  Res.  60.  Joint  resolution  to  designate 
the  week  beginning  September  15.  1986.  as 
"National  School-Age  Child  Care  Awareness 
Week." 

The  enrolled  bills  and  joint  resolu- 
tions were  subsequently  signed  by  the 
President  pro  tempore  [Mr.  Thur- 
mond]. 

At  4:13  p.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Ms.  Goetz.  one  of  its  reading  clerks, 
announced  that  the  House  agrees  to 
the  amendments  of  the  Senate  to  the 
bill  (H.R.  2787)  to  extend  fiscal  year 
1988  SBA  Pilot  Programs  under  sec- 
tion 8  of  the  Small  Business  Act. 

The  message  also  announced  that 
the  House  has  passed  the  following 
bill,  with  amendments,  in  which  it  re- 
quests the  concurrence  of  the  Senate: 

S.  1298.  An  act  to  coordinate  and  expand 
services  for  the  prevention,  identification, 
and  treatment  of  alcohol  and  drug  abuse 
among  Indian  youth,  and  for  the  other  pur- 
poses. 

The  message  further  announced 
that  the  House  has  passed  the  follow- 
ing bill,  in  which  it  requests  the  con- 
currence of  the  Senate: 

H.R.  4759.  An  act  to  authorize  appropria- 
tions for  fiscal  year  1987  for  intelligence  and 
intelligence-related  activities  of  the  United 
States  Government,  the  Intelligence  Com- 
munity Staff,  and  the  Central  Intelligence 
Agency  Retirement  and  Disability  System, 
and  for  other  purposes. 

ENROLLED  BILLS  SIGNED 

At  5:34  p.m..  a  message  from  the 
House  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
announced  that  the  Speaker  pro  tem- 
pore [Mr.  PoLTv]  has  signed  the  fol- 
lowing enrolled  bills: 

H.R.  1483.  An  Act  to  authorize  the  Smith- 
sonian Institution  to  plan  and  construct  fa- 
cilities for  certain  science  activities  of  the 
Institution,  and  for  other  purposes;  and 

H.R.  3622.  An  act  to  reorganize  the  De- 
partment of  Defense  and  strengthen  civilian 
authority  in  the  Department  of  Defense,  to 
improve  the  military  advice  provided  to  the 
President,   the  National  Security  Council, 


and  the  Secretary  of  Defense,  to  place  clear 
responsibility  on  the  commanders  of  the 
unified  and  specified  combatant  commands 
for  the  accomplishment  of  missions  assigned 
to  those  commands  and  ensure  that  the  au- 
thority of  those  commanders  is  fully  com- 
mensurate with  that  responsibility,  in  in- 
crease attention  to  the  formulation  of  strat- 
egy and  to  contingency  planning,  to  provide 
for  more  efficient  use  of  defense  resources, 
to  improve  joint  officer  management  poli- 
cies, otherwise  to  enhance  the  effectiveness 
of  military  operations  and  improve  the  man- 
agement and  administration  of  the  Depart- 
ment of  Defense,  and  for  other  purposes. 

The  enrolled  bills  were  subsequently 
signed  by  the  President  pro  tempore 
[Mr.  Thurmond]. 


S.J.  Res.  357.  Joint  resolution  to  designate 
the  week  of  September  15,  1986.  through 
September  21,  1986.  as  "National  Historical- 
ly Black  Colleges  Week." 


MEASURES  PLACED  ON  THE 
CALENDAR 

The  following  bill  was  read  the  first 
and  second  times  by  unanimous  con- 
sent, and  placed  on  the  calendar: 

H.R.  4759.  An  act  to  authorize  appropria- 
tions for  fiscal  year  1987  for  intelligence  and 
intelligence-related  activities  of  the  United 
States  Government,  the  Intelligence  Com- 
munity Staff,  and  the  Central  Intelligence 
Agency  Retirement  and  Disability  System, 
and  for  other  purposes. 

The  following  joint  resolution,  previ- 
ously received  from  the  House  of  Rep- 
resentatives, was  read  the  first  and 
second  times  by  unanimous  consent, 
and  placed  on  the  calendar: 

H.J.  Res.  732.  Joint  resolution  making 
urgent  supplemental  appropriations  for  the 
fiscal  year  ending  September  30,  1986,  for 
emergency  assistance  to  the  Government  of 
the  Philippines. 

The  Committee  on  Labor  and 
Human  Resources  was  discharged 
from  the  further  consideration  of  the 
following  bill,  which  was  placed  on  the 
calendar: 

H.R.  4244.  An  act  to  authorize  funds  to 
preserve  the  official  papers  of  Joseph  W. 
Martin,  Jr. 


MEASURES  HELD  AT  THE  DESK 

The  following  bills  were  ordered 
held  at  the  desk  pending  further  dis- 
position by  unanimous  consent: 

H.R.  4754.  An  act  to  amend  the  Federal 
Food,  Drug,  and  Cosmetic  Act  to  require  the 
appointment  of  the  Commissioner  of  Pood 
and  Drugs  to  be  subject  to  Senate  confirma- 
tion; 

H.R.  4873.  An  act  to  authorize  certain 
transfers  affecting  the  Pueblo  of  Santa  Ana 
in  New  Mexico,  and  for  other  purposes. 


ENROLLED  BILL  AITO  JOINT 
RESOLUTIONS  PRESENTED 

The  Secretary  of  the  Senate  report- 
ed that  on  today,  September  19.  1986. 
she  had  presented  to  the  President  of 
the  United  States  the  following  en- 
rolled bill  and  joint  resolutions: 

S.  290.  An  act  for  the  relief  of  Catherine 
and  Robert  Possez; 

S.J.  Res.  196.  Joint  resolution  designating 
September  22,  1986,  as  "American  Business 
Women's  Day";  and 


EXECUTIVE  AND  OTHER 
COMMUNICATIONS 

The  following  communications  were 
laid  before  the  Senate,  together  with 
accompanying  papers,  reports,  and 
documents,  which  were  referred  as  in- 
dicated: 

EC-3748.  A  communication  from  the 
President's  Personal  Representative  for  Mi- 
cronesian  Status  Negotiations,  transmitting, 
pursuant  to  law,  a  report  on  the  constitu- 
tional approval  process  and  the  status 
thereof  in  Palau;  to  the  Committee  on 
Energy  and  Natural  Resources. 

EC-3749.  A  .  communication  from  the 
Deputy  Associate  Director  for  Royalty  Man- 
agement, Minerals  Management  Service, 
Department  of  the  Interior,  transmitting, 
pursuant  to  law,  a  report  on  the  refund  of 
certain  overpayment  of  offshore  lease  reve- 
nues: to  the  Committee  on  Energy  and  Nat- 
ural Resources. 

EC-3750.  A  communication  from  the 
Deputy  Associate  Director  for  Royalty  Man- 
agement. Minerals  Management  Service, 
Department  of  the  Interior,  transmitting, 
pursuant  to  law,  a  report  on  the  refund  of 
certain  overpayment  of  offshore  lease  reve- 
nues; to  the  Committee  on  Energy  and  Nat- 
ural Resources. 

EC-3751.  A  communication  from  the 
Deputy  Chief  for  Programs,  Minerals  Man- 
agement Service,  Department  of  Agricul- 
ture, transmitting,  pursuant  to  law,  a  cover 
letter  to  accompany  the  previously  submit- 
ted Deer  Creek  Watershed  Plan  in  Oklaho- 
ma; to  the  Committee  on  Environment  and 
Public  Works. 

EC-3752.  A  communication  from  the 
Deputy  Administrator,  General  Services  Ad- 
ministration, transmitting,  pursuant  to  law, 
a  proposed  lease  prospectus  for  the  Internal 
Revenue  Service  in  Austin  TX;  to  the  Com- 
mittee on  Environment  and  Public  Works. 

EC-3753.  A  communication  from  the  Ad- 
ministrator of  General  Services,  transmit- 
ting, pursuant  to  law,  copies  of  proposed 
lease  prospectuses;  to  the  Committee  on  En- 
vironment and  Public  Works. 

EC-3754.  A  communication  from  the  Ad- 
ministrator of  General  Services,  transmit- 
ting, pursuant  to  law,  a  copy  of  an  amended 
lease  prospectus;  to  the  Committee  on  Envi- 
ronment and  Public  Works. 

EC-3755.  A  communication  from  the  Ad- 
ministrator of  General  Services,  transmit- 
ting, pursuant  to  law,  a  proposed  prospectus 
for  leasing  space  in  Rockville,  MD;  to  the 
Committee  on  Environment  and  Public 
Works. 

EC- 3756.  A  communication  from  the  Ad- 
ministrator of  General  Services,  transmit- 
ting, pursuant  to  law,  a  report  of  building 
project  survey  for  Tacoma  WA;  to  the  Com- 
mittee on  Environment  and  Public  Works. 

EC-3757.  A  communication  from  a 
member  of  the  National  Council  on  Public 
Works  Improvement,  transmitting,  pursu- 
ant to  law,  the  first  of  three  reports  on  the 
state  of  the  Nation's  infrastructure;  to  the 
Committee  on  Environment  and  Public 
Works. 

EC-3758.  A  communication  from  the  Ad- 
ministrator of  the  Saint  Lawrence  Seaway 
Development  Corporation,  transmitting, 
pursuant  to  law,  the  annual  report  of  the 
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Corporation  for  fiscal  year  1985:  to  the 
Committee  on  Environment  and  Public 
Works. 

EC-3759.  A  comminication  from  the  Sec- 
retary of  Labor,  transmitting,  pursuant  to 
law,  the  second  annual  report  on  the  trade 
and  employment  effects  of  the  Caribbean 
Basin  Economic  Recovery  Act;  to  the  Com- 
mittee on  Finance. 

EC-SieO.  A  communication  from  the 
Acting  Director  of  the  Defense  Security  As- 
sistance Agency,  transmitting,  pursuant  to 
law.  a  report  on  the  provision  of  emergency 
military  assistance  to  Chad:  to  the  Commit- 
tee on  Foreign  Relations. 

EC-3761.  A  communication  from  the 
Chairman  of  the  National  Transportation 
Safety  Board,  transmitting,  pursuant  to  law. 
a  report  on  the  implementation  of  an  inter- 
nal control  review  system  under  the  Federal 
Managers  Financial  Integrity  Act  and  a 
report  on  activities  under  that  act  for  calen- 
dar year  1985:  to  the  Committee  on  Govern- 
mental Affairs. 

EC-3762.  A  communication  from  the 
Chairman  of  the  Merit  Systems  Protection 
Board,  transmitting,  pursuant  to  law,  the 
annual  report  of  the  Board  on  the  signifi- 
cant actions  taken  by  the  Office  of  Person- 
nel Management;  to  the  Committee  on  Gov- 
ernmental Affairs. 

EC-3763.  A  communication  from  the 
Chairman  of  the  Merit  Systems  Protection 
Board,  transmitting,  pursuant  to  law,  a 
report  entitled  "Getting  Involved:  Improv- 
ing Federal  Management  With  Employee 
Participation;"  to  the  Committee  on  Gov- 
ernmental Affairs. 

EC-3764.  A  communication  from  the  Di- 
rector of  the  Administrative  Office  of  the 
United  States  Courts,  transmitting  a  draft 
of  proposed  legislation  to  authorize  addi- 
tional judicial  positions  for  the  Courts  of 
Appeals  and  District  Courts  of  the  United 
States;  to  the  Committee  on  the  Judiciary. 

EC-3765.  A  communication  from  the 
President  of  the  United  States  Capitol  His- 
torical Society,  transmitting,  pursuant  to 
law.  the  annual  report  of  the  Society  for  the 
year  ending  January  31.  1986:  to  the  Com- 
mittee on  Rules  and  Administration. 


PETITIONS  AND  MEMORIALS 

The  following  petitions  and  memori- 
als were  laid  before  the  Senate  and 
were  referred  or  ordered  to  lie  on  the 
table  as  indicated: 

POM-856.  A  joint  resolution  adopted  by 
the  Legislature  of  the  State  of  California;  to 
the  Committee  on  Commerce,  Science,  and 
Transportation. 

"Assembly  Joint  Resolution  No.  91 

"Whereas,  the  coast  of  California  is  a 
place  of  rare  beauty  and  incalculable  value 
to  the  spirit  of  humankind  as  well  as  for  its 
economic  well-being,  and  it  is  a  national 
treasure  admired  and  loved  by  all  who  have 
been  refreshed  by  it:  and 


"Whereas,  the  oil  industry  intends  to  drill 
for  oil  off  this  spectacular  coast,  which  will 
result  in  a  new  and  noxious  chemical  odor 
in  the  air  that  will  never  leave;  the  potential 
destruction  of  seabirds  and  marine  life;  pos- 
sible contamination  of  the  food  chain,  in- 
cluding seafood  shipped  throughout  Califor- 
nia; large-scale  air  and  water  pollution  from 
tankers,  rigs,  drill  ships,  trucks,  and  refiner- 
ies: added  pressure  on  highways,  already 
badly  in  need  of  repair,  as  well  as  on  other 
local  services  and  resources;  and 

•Whereas,  the  plan  to  drill  the  north 
coast  of  California  is  related  not  to  the  real 
energy  needs  of  Americans,  but  rather  to 
federal  decisions  that  discarded  regulations 
regarding  fuel-efficient  cars,  threw  out  gov- 
ernment funding  of  alternative  energy  re- 
search, ended  tax  incentives  for  conserva- 
tion and  alternative  energy  use.  and 
scrapped  the  once  highly  touted  Synfuels 
program;  and 

"Whereas,  despite  the  Department  of  the 
Interior's  contention  that  California  is  not 
supplying  its  fair  share  of  the  nation's 
energy,  this  state  is  in  reality  a  net  energy 
exporter,  producing  far  more  energy  than  it 
consumes,  and  leading  the  nation  in  the  de- 
velopment of  alternative  energy  and  conser- 
vation methods;  and 

"Whereas,  The  drilling  for  oil  off  of  the 
north  coast  of  California  will  not  result  in 
an  increase  in  local  employment  or  an  im- 
provement in  the  local  economy  as  has  been 
cynically  promised,  but  will  actually  threat- 
en the  few  remaining  economic  bases  of  the 
north  coast,  such  as  the  commercial  fishing 
and  tourism  industries,  all  for  about  one 
week's  worth  of  energy  for  the  nation;  now. 
therefore,  be  it 

"Resolved  by  the  Assembly  and  Senate  of 
the  State  of  California,  jointly.  That  the 
Legislature  of  the  State  of  California  re- 
spectfully memorializes  the  Congress  of  the 
United  States  to  enact  legislation  creating  a 
zone  of  permanent  protection  for  the  north- 
em  California  coast,  from  Point  Buchon  to 
the  Oregon  border,  from  200  miles  offshore 
to  the  tide  and  submerged  lands  of  the 
State  of  California,  and  that  this  zone  be  set 
aside  as  a  marine  sanctuary,  where  extrac- 
tion of  fossil  fuels,  minerals,  and  other  non- 
renewable materials,  and  the  dumping  or 
burning  of  toxic  wastes,  are  forbidden  and 
the  protection  of  the  marine  environment 
and  the  needs  of  the  commercial  and  sports 
fisheries  are  assured  forever,  and  be  it  fur- 
ther 

"Resolved,  That  the  Legislature  respect- 
fully requests  that,  as  part  of  the  establish- 
ment of  this  zone  of  permanent  protection, 
recommendations  be  developed  and  submit- 
ted to  California  for  the  establishment  of 
compatible  zones  in  adjacent  state  waters; 
and  be  it  further 

"Resolved,  that  the  Chief  Clerk  of  the  As- 
sembly transmit  copies  of  this  resolution  to 
the  President  and  Vice  President  of  the 
United  States,  to  the  Secretary  of  the  Inte- 
rior, to  the  Speaker  of  the  House  of  Repre- 


sentatives, and  to  each  Senator  and  Repre- 
sentative from  California  in  the  Congress  of 
the  United  States." 

POM-857.  Resolutions  adopted  by  the 
Catholic  War  Veterans  of  the  United  States 
relative  to  obsen'ance  of  certain  commemo- 
rative periods:  to  the  Committee  on  the  Ju- 
diciary. 

POM-858.  A  petition  from  the  President 
of  the  Brotherhood  of  Maintenance  of  Way 
Employees  relative  to  the  dispute  between 
the  Brotherhood  of  Maintenance  of  Way 
Employees  and  Maine  Central  and  Portland 
Terminal  Railroad  Companies;  to  the  Com- 
mittee on  Labor  and  Human  Resources. 

POM-859.  A  joint  resolution  adopted  by 
the  Legislature  of  the  State  of  California:  to 
the  Committee  on  Labor  and  Human  Re- 
sources. 

"Assembly  Joint  Resolution  No.  94 

"Whereas,  Federal  law  applies  to  persons 
injured  in  the  course  of  martime  employ- 
ment: and 

"Whereas,  applicable  legislation  appears 
to  be  mutually  exclusive,  in  that  workers 
covered  under  the  Jones  Act  do  not  have 
access  to  the  remedies  available  under  any 
other  federal  act:  and 

•'Whereas,  rising  insurance  rates  for  com- 
mercial fishing  vessels  which  are  subject  to 
the  Jones  Act  have  increased  costs  and 
slowed  expansion  in  this  Vital  industry:  and 

"Whereas,  the  Jones  Act  has  no  provision 
rendering  inoperative  state  laws  which 
create  parallel  remedies  such  as  workers' 
compensation:  now,  therefore,  be  it 

"Resolved  by  the  Assembly  and  Senate  of 
the  State  of  California,  jointly.  That  the 
Legislature  respectfully  memorializes  the 
President  and  the  Congress  of  the  United 
States  to  amend  the  Jones  Act  to  allow  com- 
mercial fishermen  the  option  of  coverage  by 
the  state  workers'  compensation  program  or 
other  remedies  which  may  resolve  the  prob- 
lem of  rising  insurance  rates  for  commercial 
fishing  vessels:  and  be  it  further 

"Resolved,  That  the  Chief  Clerk  of  the  As- 
sembly transmit  copies  of  this  resolution  to 
the  President  and  Vice  President  of  the 
United  States,  to  the  Speaker  of  the  House 
of  Representatives,  and  to  each  Senator  and 
Representative  from  California  in  the  Con- 
gress of  the  United  States." 


FOREIGN  CURRENCY  REPORTS 
In  accordance  with  the  appropriate 
provisions  of  law.  the  Secretary  of  the 
Senate  herewith  submits  the  following 
report(s)  of  standing  committees  of 
the  Senate,  certain  joint  committees 
of  the  Congress,  delegations  and 
groups,  and  select  and  special  comjnit- 
tees  of  the  Senate,  relating  to  ex- 
penses incurred  in  the  performance  of 
authorized  foreign  travel: 


CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U.S.  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b),  COMMinEE  ON  AGRICULTURE,  NUTRITION,  AND  FORESTRY,  FOR  TRAVEL  FROM  APR  1  TO  JUNE  30,  1986 


P^  diem 


Name  and  awnlry 


Name  ol  cuftency 


US  dollar 
Foreign        egurvalent 
currency         or  US 
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Chairman.  Committee  on  Agriculture.  Nutrition,  and  Forestry. 
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CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U  S  SENATE  UNDER 
AUTHORITY  OF  SEC.  22.  PL  95-384-22  U.S.C.  1754(b).  COMMinEE  ON  APPROPRIATIONS,  FOR  TRAVEL  FROM  APR.  1  TO  JUNE  30.  1986 


Per  diem 


Transportation 


Miscellaneous 


Total 


Name  and  country 


Name  ol  currency 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


Foreign 
currency 


U  S.  dollar 

equivalent 

or  US 

currency 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


Mm  G  Shanli: 
ArKntmi.. 
Ch*        . 
Peru 
Cotomtu. 


.9m.. 


80.17 


United  States 

Total 


,IMbt.. 


2.610,00 
33.12670 


91.00 
8900 


)17 


9100 

,  89  00 

150  00 2,610,00  150  00 

176  00 33.12670  176  00 

3.632,00 3,632  00 


50600 


3,632  00 


1,138  00 


CONSOLIDATED 


MARK  0  HATFIELD. 
Chairman,  Committee  on  Appropriations,  July  30,  1986 


AMENDED  CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US  SENATE 
UNDER  AUTHORITY  OF  SEC  22,  PL.  95-384-22  U  S.C.  1754(b),  COMMinEE  ON  APPROPRIATIONS,  FOR  TRAVEL  FROM  JAN.  1  TO  MAR.  30,  1986 
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MARK  0  HATFIELD. 
Ctiairman.  Committee  on  Appropriations.  July  25.  1986 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U.S.  SENATE,  UNDER 
AUTHORITY  OF  SEC  22.  PL  95-384-22  US  C.  1754(b),  COMMIHEE  ON  ARMED  SERVICES,  FOR  TRAVEL  FROM  APRIL  1  TO  JUNE  30,  1985 
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1.893  00 

1.108  00 

1.946.25  25000 

4,11500 


K  0.  HATFIELD, 
atnns.  July  25,  1986 

iENATE,  UNDER 


Total 


US  dollar 
Foreign  equivalent 
:urrency  or  U  S 

currency 


17120 

8560 

112.75 

82  00 

126.00 

49000 

150.00 

1,971 76 

20.111 
6.7116 

324  00 
714  00 

20.000 

32400 

France    

Senator  J  James  Em. 

Belgium    

France     

Smizerland.....' 

Cart  M  Smith.  Jr.: 

France 

United  Slates 


Franc. 

.  FflK... 

.  Franc... 
.  Franc... 


6.7116 

20.111 

5,593 

282  80 


71400 

32400 
595  00 
109  00 


6.711  6 


714  00 


20.111  324  00 

5,593  595  00 

282  80  109  00 


.Franc 9.851.20 

.  Dolar 


1.04«.00 9J51.20        1.04J.00 

545.74 545.74 


Total 


5.78560 


2.524  50 


8.310  10 


BARRY  GaDWATER, 
Ctiairman,  Committee  on  Armed  Services.  July  8,  1986 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US  SENATE.  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b),  COMMinEE  ON  ARMED  SERVICES,  FOR  TRAVEL  FROM  JAN  1  TO  MAR  31,  1986 


Name  and  country 


Name  of  currency 


?v  diem 

U  S  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


Transportatior 


Miscellaneous 


Total 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


US  dollar 
Foceign  equnralent 
currency  or  U  S 

currency 


US  doMr 
Foreign  egunalent 
currency  or  U  S 

currency 


Senator  Barry  GoMwater: 

Korea 

Taiwan 

Singainre 

Oman 

Saudi  Arabia 

Switzerland 

United  Kingdom 
GeraM  J  Smith 

Korea      

Taiwan     

Singapore  

Oman     

Saudia  Arabia 

Switzerland 

United  Kingdom 

William  W  Ouinn 

Korea    

Taiwan  

Singapore 

Oman 

Saudia  Arabia 

Switwland 

United  Kjogdom 

Robert  Bayer 

Japan 

Korea  

Fliilipptnes 

Hong  Kong 


IMar 
Dtlai 
M 


DoNar 
Dpiar.. 

.  Riyit.... 
,  Mjnl.... 
.  Franc... 


.  Won .... 
.Dolar.. 
.Mar.. 


:::::Si::: 


.  Yen... 


Senator  Edward  M  Kennedy: 

France 

United  Stales _.. 

Soviet  Umon 

England 

Tlionias  longstretb: 

France 

United  Stales 

Soviet  Umon 

England 
Lawrence  Horowitz: 

France 

United  Slates 

Soviet  Union 

England 


.  PCB... 

.Dolar.. 
.  Franc... 


185.120 
15.540  20 
442  92 
55304 
71175 
617  15 
19180 

185120 
15.540  20 
44292 
55  304 
71175 
617  15 
19180 

185.120 
15,540  20 
442,92 
55304 
71175 
617  15 
19180 

59.388 
185.120 
1,518,40 
2,917  50 


20800 
38800 
234  00 
160  00 
19500 
297  00 
27600 

20800 
38800 
234  00 
16000 
195  00 
297  00 
276  00 

20800  . 
38800 
234  00 
160  00  . 
195.00  . 
297  00 
276  00  . 

294  00  , 
20800 
8000 
375  00 

13400  . 


1.010.16 


200.00. 
138.00. 


4JMIJ4. 


Franc 

980.88 

134.00 

Diiar 

Diia 

2000^ 

Ftwd 

1,01016 

138  00 

Franc 

980.88 

134.00 

Diiar 

4.04IJ3 


Dolar.. 


I  Qiina . 


Senator  RhI  Gramm: 

lliilippines 

People's  Republic  c 

Korea 

lames  F  McGovem: 

FliNwines 

People's  Republic  of  ClMia.. 

Korea 

AlanPtak: 

Ptiilippines 

People's  Republic  of  Ctima... 

Korea 

Senator  Gary  Hart 

Great  Brilian  

United  Stales 

Switzerland 

Senator  mkm  Coben: 

Germany 

Senator  Pete  Wilson: 

Germaiiy 

lames  F  McGnem: 

Germany  

James  Dykstra: 

Germany 

Juditti  Freedman: 

Germany 


1.01016 


Peso 

6,080 

Ynan 

Won 

tao 

758  4 
275,195  4 

6080 

Yuan 

7584 

Ww 

275.195  4 

tan -. 

YtM. 

6.080 

._:....„ 758  4 

Hn 

275.1954 

PDnnd 

292.89 

Dote 

Franc 

227,86 

.■toll.. 
-  Mark.. 


833  80 
833  80 
833  80 
833  80 
833  80 


200.00 
13800 

32000 
273  00 
30900  . 

32000 
27300 
309  00 

320  00  . 
273  OO  . 
309  00  . 

414.00  . 

mW 
379.00 . 

37900 
37900  . 
37900 
379.00 


4MJ3. 


2^40.00  . 


185.120 
15.540  20 
44292 
55304 
71175 
61715 
19180 

185.120 
15.540  20 
442  92 
55304 
71175 
617.15 
19180 

185.120 
15.54020 
442  92 
55304 
71175 
61715 
19180 

59.388 
185.120 
1.518  40 
2.917  50 


l.«OI( 

980  88 


1.010.16 

980  88 


1.01016 

6.080 

7584 

275.195  4 

6.080 

7584 

275.1954 

6,080 

758  4 

275,1954 

29289 

22786 

83380 
833  80 
83380 
83380 
83380 


208  00 
388  00 
234  00 
160  00 
195  00 
297  00 
276  00 

208  00 
388  00 
234  00 
160  00 
195  00 
297  00 
276  00 

20800 
38800 
234  00 
160  00 
195,00 
297  00 
27600 

294  00 
20800 
8000 
375  00 

134  00 

4.048  34 

200  00 

138  00 

134  00 

4.04833 

20000 

138  00 

134  00 

4,048  33 

200  00 

138  00 

320  00 
27300 
30900 

32000 
27300 
30900 

32000 
27300 
309  00 

414  00 

2.240W 

113  00 

379  00 

379  00 

379  00 

37900 

37900 
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Name  and  country 

Name  of  currency 

Peidiem 

Iransportalion 

Miscellaneotis 

Total 

FofEign 
currency 

US  dollai 

equivalent 

0(  US 

currency 

Forergn 
currency 

US  dollar 

equivalent 

otUS 

currency 

US  dollar 
Foreign         equivalent 
currency          «  U  S 
currency 

Foreign 
currency 

US  dollar 

equivalent 

or  US 

currency 

MartMxecM 

Gwmany 

IMi 

83380 

379.00  . 

37900  . 
41600 

833  80 

379  00 

James  Bolnei 

Getnany 

_ IM 

83380 
370.240 

833.80 
370  240 

379  00 

41600 
80  00 

Russd  Milnes 

Korea      

Hhi ...... 

PKilWnes 

0*r.... 

8000  . 

Total 

14  02900 

14J8500 

28.41400 

BARRY  GOLDWATER, 
Chairman.  Committee  on  Armed  Services,  July  8,  1986 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U  S  SENATE  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b)-C0MMinEE  ON  ARMED  SERVICES,  FOR  TRAVEL  FROM  JULY  1  TO  SEPT.  30, 1985 


James  Sletntwg: 

SuKitzefiand 

Gregory  Craig 

Swtwland 
Senator  F^te  Wilson 

Mexico 

United  Stales     .. 
Of  Mark  Albreclit 

Mexico 

United  Stales     .. 
Francisco  Herreta 

Mexico 

United  Stales 

Aian  Yuspeli 

England 

United  Stales      . 
Senator  Jeff  Bingaman 

Sonet  Unno 
Edward  McGatligan 

Soviet  Umoo 
Senator  m  Gramit 

Japan 

Korea 
Alan  Ptak 

Japan     _.. 

Korea     

Drew  A  Harlier 

Panama 

Costa  Rica 

Honduras 

James  F  McGonen 

Belgium    

Germany  

Denmarli 

Norway 

Carl  M  Smith 

Belgium  

Germany  

United  State 

Denmarli 

United  Slate 

Norway   

United  Slate 

Russet  Milnes 

Germany 

Senator  Sam  Nun: 

Scotland 

Soviet  Unni 

AnwU  F>unaro 

Scoltand 

Sonet  Una 

Rotcrteel 

Scollanl __. 

Sowct  iMOi^ 

Senator  Carl  lewn: 

Switzerland 

United  St^es 


ToU. 


Name  and  country 


Name  of  currency 


.  Fraic... 
Fnac... 


.  tao .... 
.  Mbi.. 

.  tm...- 


Mm.. 

.  Ool*. 
Onto 


Yw... 


Yai... 
.  Mm.. 


Dolir 

Colon 
lempira 


.  Franc... 

boiK.. 
.  Rime... 


.  Fiwe... 


DHai 
.  Kiac... 
.  Dutar 

.  (Mbr.. 


.  Doln.. 


.  Ooaar 


.  Doiac.. 

.  fHK.. 


F^r  diem 


Transportation 


Miscellaneous 


Total 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


Foreign 
currency 


759.5 
1.146,6 


39138 

39138 

63,990 
353,600 

63,990 
353.600 


7,627  50 
576 

9.500 

1.061 25 

1.561 

3,362  3 

9.500 
1,273  5 


1.S61 


3,3623 


13715 


13715 


13715 


998  90 


31000 
46800 
75.00. 


75.00. 
75.00. 
236.00 


83157 

831  57 

270  00  , 
400.00  . 

27000  , 
40000 

39  00 
150  00 
288  00 

166  00 
37500 
156  00 
408  00 

166  00 
450.00 


156.00. 

moo'^ 


900  00 


192  00 
200-00  , 


192  00 
20000 


192  00 
20000 


463  79  . 


US  dollar 

equivalent 

or  US 

currency 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


U  S  dollar 
Foreign  equivalent 
currency  or  US 

currency 


793.88 

657«' 


633  85 
51235 


1.024  00 
3,044  32  , 
2,864,15 


25.00. 

\m". 


120.00. 

iib'od'. 


1.867.04  . 


9,59393  10,967,39  . 


305.00 


759.5 
1,146  6 


1,02523 
903  74 


63.990 
353,600 


63.990 
353.600 


7.627  50 
576,00 

9.500 
1,061,25 
1,56100 
3.362,3 

9,500 
1,273-5 

1561 

"Jmi 


137.15 
13715 
13715 
99890 


310  00 

468  00 

7500 
79388 

75  00 
657  00 

7500 
657  00 

236,00 
1,024  00 

3.875  89 

3,695  72 

270  00 
400  00 

27000 
400  00 

89  00 
150  00 
288  00 

166  00 
37500 
15600 
408,00 

166,00 
45000 
145,00 
156  00 
5500 
40800 
16500 

900  00 

192,00 
200  00 

192,00 
20000 

192  00 
200  00 

463,79 
1.867  04 


20.86632 


BARRY  GaOWATER. 
Ctiairman,  Committee  on  Armed  Services,  July  8,  1986, 
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September  19,  1986 


CONGRESSIONAL  RECORD— SENATE 


24959 


CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U.S.  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b),  COMMIHEE  ON  BANKING,  HOUSING.  AND  URBAN  AFFAIRS,  FOR  TRAVEL  FROM  APR  1  to  JUNE  30,  1986 


Total 

Foreign 
currency 

US  ilollar 

equivalent 

0(  US 

currency 

833  80 

37900 

833  80 

379  00 

370,240 

41600 
80  00 

28  414  00 

lY  GOLDWATER. 
ietvices,  July  8.  1986 

;ENATE,  UNDER 

Total 

Foreign 
:ufrency 

US  dollar 
equivalent 
or  US 
currency 

759.5 

310  00 

1.1466 

468  00 

75  00 

793  88 

7500 

657  00 

7500 

657  00 

236  00 

1  024  00 

1,02573 

3,875  89 

903  74 

3,69572 

63,990 
353,600 

270  00 
400  00 

63,990 
353,600 

27000 
400  00 

7:62750 
57600 

89  00 
150  00 
288  00 

9,500 
1,061.25 
1,56100 
3,362  3 

166  00 
375  00 
15600 
40800 

9,500 
1,273.5 

166  00 
450  00 
145  00 

1.561 

156  00 
55  00 

3.362.3 

408  00 
16500 

90000 

137.15 

192.00 
200  00 

13715 

192.00 
20000 

13715 

192  00 
20000 

99890 

46379 
1,867  04 

20.86632 

lY  (MLDWATtR. 
ervices.  July  8.  1986 


Per  dKm 


Transportatnn 


Miscellaneoiis 


Total 


Nam  ant  country 


Name  of  currency 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


Foreign 
cunency 


US  dollar 

equivalent 

01  US 

currency 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


Steve  Harrrs 

Fliilipqines     . 

United  Slates.. 
Lamar  Smitti 

Fliilippines 

United  States  . 
Total 


Peso . 
Dollar. 


Peso .... 
Dollar 


948 
948 


49200  . 


2.103.00 


948  49200 

2.103  00 


492  W  . 

984  00' 


2.10300 
4.206  00 


948 


492  00 
2,10300 
5,19000 


JAKE  GARN. 
Chairman.  Committee  on  Banking  Housing  and  Urtan  Aflairs. 

July  24.  1986 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b),  COMMinEE  ON  BANKING,  HOUSING,  AND  URBAN  AFFAIRS,  FOR  TRAVEL  FROM  JAN  1  TO  MAR  31,  1986 


Name  and  country 

Name  of  currency 

Per  diem 

IransiMrtalion 

Miscellaneous 

Total 

Foreign 
currency 

US  dollar 

equivalent 
or  US 
currency 

US  dollar 
Foreign  equivalent 
currency          or  U  S 

currency 

US  dollar 
Foreign  equivaleni 
currency          or  U  S 

currency 

Foreign 
currency 

US  dollaf 

equwalent 

orUS 

currency 

John  Walsh  < 

Costa  Rica     

(aoii.... 

16,260 

300.00 

16,260 

30000 

Total 

30000 

300  00 

'  Reported  previously  with  Lamar  Smith  traveling  to  Costa  Rica  The  correct  name  shouW  have  been  Jolin  Walsh.  The  other  inlomaton  stays  the  same. 


JAKE  GARN. 
Chairman,  Committee  on  Banking,  Housing,  and  Urlian  affairs 

July  24 


1986 


CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b),  COMMIHEE  ON  THE  BUDGET,  FOR  TRAVEL  FROM  JAN  1  TO  MAR.  30,  1986 


Per  diem 


Transportation 


Miscellaneous 


Total 


Name  and  country 


Paul  T  Heilig 

Korea 

Japan 

Hong  Kong 

Ptiilippines 

United  States 
Cliarles  0  Flicknei: 

Guatemala 

El  Salvador     . 

Costa  Rica      . 

United  Stales  . 
Stephen  E  Bell 

Guatemala     .. 

El  Salvador    .. 

Costa  Rica 

United  States .. 


Won. 

Yen 

Dollar 

Peso 

Dolar 

Dolar 
Dabr 
Dotar 
Dollir 

Dolir 

.Dolar 

Dolar 

Dolar 


Name  of  currency 

Foreign 
currency 

US  dollai 

equivalent 

orUS 

currency 

Foreign 
currency 

U  S  dollat 

equwalent 

or  US 

currency 

Foreign 
currency 

US  doaar 

equivalent 

or  US 

currency 

Foreign 
currency 

US  dollar 

equivalent 

orUS 

currency 

185120 

208  00  . 

IIS.12D 

59.388 

2.91750 

1.51840 

MOO 

59.388 
2,917  50 
1,51840 

29400  .. 
375.00  .. 
80.00  . 

294  00 

37500 

8000 

2.937.50  . 

2.937.50 

75.00  .. 
225.00  . 
30000  .. 

75.00 

229.00 

300.00 

1.09700  .. 

1.09700 

75.00 
225.00 

7500 

22500 

30000 

30000 

1.09700  .. 

1.097  00 

Total 


2,157.00 5.131  50  . 


7,28850 


PtTE  OOMENCI. 
Chairman,  Commrttee  on  the  Budget.  Aug  6  1986 


CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b),  COMMIHEE  ON  COMMERCE,  SCIENCE,  AND  TRANSPORTATION,  FOR  TRAVEL  FROM  APR  1  TO  JUNE  30, 1986 


Per  diem 


Transportation 


Miscellaneous 


Total 


Name  and  country 


Name  of  currency 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


Foreign 
currency 


US  dollar 

US  dollar 

US  dolar 

equivalent 

Foreign 

equivalent 

Foreign 

equwalent 

or  US 

currency 

or  US 

currency 

or  US 

currency 

currency 

currency 

John  D  Hardy 

Denmark Krone... 

United  States Dolar .. 

Rotiert  (  Eisenbud: 

Sweden Dolar.. 


3,17185 


392  00  3,171.85 

1,551.00 


99000 


1.46200 


392  00 
1.55100 

2,45200 


Total 1.382.00 


3.D13.0O  . 


4JtS00 


JACK  DANFORTH. 
Chairman,  Committee  on  Commerce,  Science  and  Transportation, 

July  24.  1986 
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AUTHORITY  OF  SEC  22,  PL  95-384-22  U.S.C  1754(b),  CODEL  DANFORTH,  AUTHORIZED  BY  THE  COMMIHEE  ON  COMMERCE,  SCIENCE,  AND  TRANSPORTATION,  FOR  TRAVEL  JAN. 
5-17,  1986 


Name  o(  currency 

Per  diem 

Transpoftatiofi 

US  dollar 
Foreign        equivaNt 
currency          or  U  S 
currency 

Miscellaneous 

Total 

Name  and  cowtry 

Foreign 
currency 

US  dollar 

equivalent 

or  US 

currency 

U  S  dollar 
Foreign        equivalenl 
currency          or  US 
currency 

Foreign 
currency 

US  dollar 

equivalent 

Of  US 

currency 

Senalof  Mm  Dantatlli: 

Korea 

Won 

iStr""" — 

299.040 

143.420 

,._...       2  773  26 

336  00 

299,040 
143.420 
2,77326 

327,520 
145.440 
3.594  36 

339.722 

321.500 

2.458 

370.240 
145,440 
3.687  70 

370.240 
145.440 
3.687  70 

370,240 
145.440 
3,687  70 

370.240 
145.440 
3.687  70 

370.240 
145.440 
3,687  70 

370.240 
285.600 
2.45800 

33600 

lapai 

7100O  , , 
35646    , 

36800 
72000 
46200 

381 71  . 
900  00 
31600 

41600  . 

710,00 

Hon(  hM .n.. 

356  46 

Senatof  lames  Eun 
Korea 

Japan 

Ml 

..Mm 

327,520 
145,440 
3.594  36 

339.722 

181  800 

368,00 
72000 

Hong  Kong 
Senator  WW  RocMeler 

Korea          _     

- 

46200 
38171 

Japan          „      

_  _    .        .„ _. Vnl 

139  700          691  58 

1  591  58 

Hong  Kong     

...... ........     JJi-— 

2.458 
370,240 

31600 

RaMiEmcIt: 

Korea 

NM 

41600 

lapan 

YM 

145,440 

72000 
474  00 

41600  .. 

720  00 

Hong  Kong    

- DolV 

_ «ta _ „.. 

■„..»•.     „ _ 

3,68770 

370,240 
145440 

474  00 

Jack  lewis 

Korea         _ 

41600 

lapan            „ _     .  _    „ . 

72000 

72000 

Hong  Kong „.:. 

3,687  70 

370,240 

474  00 

474  00 

i*nltaJe 

Kortr 

Mm 

41600  . 

720.00 

47400 

41600 
72000 
474.00 

41600 
72000 
474  00 

41600 

416  00 

lapan 

_..- Y*i 

145,440 
3  687  70 

720  00 

Hong  Kong 

474  00 

Alex  Netchvotodoff 

Korea           ....:. 

Mm.. 

370,240 

145,440 
3.687  70 

41600 

l«an         _ 

.._ Ml _ 

_ 

, 

72000 

Hong  Kong  

47400 

Susanalrt^^ 

Korea 

Mi 

370.240 
145  440 

41600 

Japan 

ym. 

72000 

Hong  Kong 

Mbi 

3687  70 

474  00 

Ira  Shapiro 
Korea 

llhi 
VM. 
Mto 

370,240 

181.800 

2.458 

416  00 

Japan 
Hong  Kong 

90000 
31600 

103.800           51386 

- 

1.413  86 
316  00 

Delegation  Expenses.  ■ 

Korea „ _ 

4,04505 

4,04J.I» 

Japan  

4.52847 

4.S2(.47 

Hong  Kong i. 

4,345.05  . 

4.345.05 

Total        

14.23217  . 

1.20544 

12  918  57 

28.356.18 

>  Detegatm  eipenscs  include  dnect  payments  and  reimtiufseflient  lo  the  Detiaftment  of  State  and  to  the  Department  of  Defense  under  authority  of  sec  502|B)  of  tlie  Mutual  Security  Act  of  1954.  as  amended  tiy  sec  22  of  P  L  95-384. 
and  SRes  179.  agreed  to  May  25.  1977  The  fodowng  individuais  traveled  with  the  delegation  under  authorizations  as  noted  Senator  Thomas  F  Eaglelon.  Committee  on  Foreign  Relations.  Senator  Max  Baucus.  Committee  on  Finance:  Senator  Alan 
K  Smpson.  Jan  Pauti.  Sally  Walsh  Majority  Leader  Reports  of  then  expenditures  appear  in  the  report  of  the  authorizing  source 

JACK  DANFORTH. 
Chairman.  Committee  on  Commefce.  Science,  and  Transportation, 

June  25.  1986 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U.S.  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b),  COMMIHEE  ON  FINANCE,  FOR  TRAVEL  FROM  APR.  1  TO  JUNE  30, 1986 


Per  diem 


Name  and  country 


Name  of  cunency 


US  dollar 
Foreign  equivalent 
currency  oi  US 

currency 


Transportation 


Foreign 
currency 


US  dollar 

equivalent 

Of  US 

currency 


Miscellaneous 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


Total 


US  dollar 
Foreign  equwalent 
currency  or  US 

currency 


Senator  Uoyd  Benteft 

Mexico       

Jeffrey  M  lang 


.PHD.. 


54.000 
108.000 


TotH 


112  50 
22500 


74,601 


147  72 


128,601 
108.000 


337  50 


147  72 


26022 
22500 


48522 


BOePACXWOOO. 
Ctiairman.  Committee  on  Finance.  June  30.  1386. 

CONSOLIDATED  REPORT  Of  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U.S.  SENATE,  UNDER 
AUTHORITY  Of  SEC.  22,  PL  95-384-22  U S.C  1754(b),  COMMIHEE  ON  FOREIGN  RELATIONS.  FOR  TRAVEL  FROM  APR.  1  TO  JUNE  30, 1986 


Kame  wd  country 


F*ef  diem 

Transportation 

Miscel 

laneous 

Tot 

al 

Name  of  currency 

Foreign 
currency 

US  dollai 

equivalent 

or  US 

currency 

Foreign 
currency 

US  dollar 
equivalent 

or  U.S. 

currency 

Foreign 
currency 

US  dollar 

equivalent 

or  US 

currency 

Foreign 
currency 

US  dollar 

equivalent 

or  US 

currency 

Lin 

127.280 

80.00  .. 

127.280 

8000 

Nbi 

3.91600  . 

8623  .. 
16182  .. 

3.91600 

hac... 

620 
1,280 

620 

1,280 

1.820 

1.095  20 

3,314.41 

8623 

tat 

1.8» 

1.095  20 

3.314.41 

16182 

tat 

2SO.0O 
14800 

25000 

FlMC 

14800 

itai 

1.039.00  . 

1.O39.0O 

Senator  lany  Presski: 
Italy 


United  States 

France      

France     

France     

France 
Senator  Paul  S  TrMe  Jr 
Peoples  RepiMc  of  CiMia 


2-l«fi2 


r^OMriD  trccir^N' A  I    x>x:nr\v>T\      crrMAnrir 


o j_- 


in     1 noo 
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CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  P.L.  95-384-22  U.S.C.  1754(b),  COMMIHEE  ON  FOREIGN  RELATIONS.  FOR  TRAVEL  FROM  APR  1  TO  JUNE  30,  1986-Continued 


Name  of  currei 

Per  diem 

Transportation                   Miscellaneous 

Total 

Name  and  country 

^                   Foreign 
currency 

US  dollar 

equivalent 

or  US 

currency 

Foreign 
currency 

US  dollai                      US  dollar 

equnaleni         Foreign         eqaivalenl 

or  U  S          currency          or  U  S 

currency                           currency 

Foreign 
currency 

US  dollar 

equivaleni 

or  US 

currency 

Claude  Allen 

B«l«e 

Don* 

:.  Doiit ....:.. 

PguMl 

..    .        .               680  29 

».(I0  .. 

1.01000 
46800 

78029 
415.74 

99  00 

Umled  states 

100 
51.56 

59500 

59500 

Geryld  B  Cltnstianson: 

United  Kingdom 

148,00  : 

6600 

1 158  00 

Ireland   

Ptrnt 

36418 

534  00 

United  States 

Daaat 

627  75  

627  75 

Ryan  Malarkey 

Belize 

DDltar 

Doiar 

55164 

415,74 

..._ 228.65 

99.00  . 
81063 

9900 

United  Slates 

595.00 .„.. 

595  00 

Ricliard  Messick 
United  Kingdom 

55164 
415  74 
228.65 

810  63 

Ireland 

Pound 

Pound 

53400 

534  00 

336M 

336  00 

Umled  States 

Dolar 

40100             .       _       _ 

137  38          

40100 

Ireland            

IMar 

Yuan '.... 

Krona 

Franc 

Peso 

137  38 

John  Miller 

Petflle's  Repulilic  ol  Ctima       

3.31441 

1.342  70 

789  60 

1.03900  .. 

187  OO  . 
420  00  . 

40000  ,, 
40000  . 

3.31441 

1.342  70 
78960 

8.800 

8.80O 

5,418 

13.509  8 

6.600 

1,03900 

Nancy  Stetson, 
Swnlen 

187  00 

Switzerland ... 

420  00 

Amendments: 

Fred  I  Brown  {1st  quarter  1986): 

Philippines                                    . .. 

8,800 

8.800 

5.418 
8,464,3 

400  00 

Mark  Helmke 

Philippines              . 

Peso , 

FfM 

Race 

40000 

Peter  Galbraith  (4th  quarter  1984): 
France 

602,00  ,, 
689  84 
37500  , 
26000 

602  00 

India      _ _.. 

5,045,5 

416.37 

1.10621 

Nepal 

Kne 

6600 

37500 

United  Kingdom  

United  States     

Dollar 

260.00 

3.150,00  - 

3.150.00 

-      Total 

9,246  47 

10,30055  

19.547  02 

RICHARD  G  lUGAR, 
Chairman,  Committee  on  Foreign  Relations  July  3  1986 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U.S.  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  P.L.  95-384-22  U.S.C.  1754(b),  COMMITTEE  ON  GOVERNMENTAL  AFFAIRS.  FOR  TRAVEL  FROM  JAN,  1  TO  MAR  31. 1985 


Name  and  country 


Name  ol  currency 


Per  diem 


Transportation 


US  dollar 

Foreign 

equivalent 

Foreign 

currency 

or  US 
currency 

currency 

US  dollar 

equivalent 

or  US 

currency 


Miscellaneous 


foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


Total 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


Total 

fi 

US  dollar 

equnralent 

or  US 

currency 

601 
000 

260  22 
22500 

485,22 

Total 

US  dollar 

n 

equivalent 

:y 

or  US 

currency 

780 

8000 

3.91600 

620 

8623 

280 

16182 

820 

25000 

520 

14800 

June  Walton 

United  Kingdom... 

France  

United  States 

lames  Lotion: 

United  Kingdom... 

France 

United  Slates 

Ian  Butterlield 

United  Kmgdom,., 
Senator  IWilliam  Roth: 

Japan         


,  Pound 433,55  628,00 

,  Ftanc 5.294,55  705.00 

Dalit 3.147.89  . 


433  55 
5.294.55 


.  Franc... 
Dollar.. 


433  55 
5.294,55 


628  00  . 
70500  . 


33916 


479  00 
198  00 


3.147.19  . 

73  32  , 


43355 
5.294  55 

391,16 


628  00 

705  00 

3.14789 

62800 

705  00 

3.147  89 

552  32 

19800 


Total , 


3.343,00 


6.369  10 


9,712  10 


WLLIAM  ROTH,  JR 
Chairman,  Committee  on  Governmental  Atfairs,  Aug  6  1986 


CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US,  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22.  PL.  95-384-22  U.S.C.  1754(b),  JOINT  ECONOMIC  COMMinEE,  FOR  TRAVEL  FROM  APR  1  TO  JUNE  30,  1986 


Per  diem 


Transportation 


Miscellaneous 


Total 


Name  and  country 


Name  of  currency 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


foreign 
currency 


US  dollar 

US  dollar 

US  dollar 

equivalent 

Foreign 

equivalent 

Foreign 

equwalent 

orUS 

currency 

or  US 

currency 

or  US 

currency 

currency 

currency 

Dolar.. 


John  Starrels  (4th  quarter  1985) 

Soviet  Union 

DonaM  Terry  (1st  quarter  1986): 

Costa  Rica Cotai... 

Donald  Terry  (2d  quarter  1986): 

United  States Oollt .. 

Hong  Kong Dotar .. 

Japan „ Ytn 

Scott  R  Ully 

United  SUtes Dolir .. 

Hong  Kong Oolir.. 

Japan Yen 

Alfred  Watkins: 

United  SUtes Dolir .. 

Switzerland Franc.., 


16,260 


47000 
300  00. 


980  00 


16.»0 


2.020  20 
95.040 


260  00  . 
57600  . 


1J6S.00. 


2.02020 
9.5040 


2.020.20 
95.040 


1.365.00  . 


mtHaZZ.::. - 2.0M20 

576.00 95.040 


1.092 


60000. 


2.013.00 


1.092 


1.45000 

30000 

1.36500 
26000 
57600 

1,365  00 
260  00 
57600 

2.01300 
600  00 


24962 
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Pt(  diein 


Ttansinrtation 


Miscellaiieous 


Total 


Itame  and  country 


Name  of  currency 


US  doNar 
Foieign  equivalent 
currency  or  U  S 

currency 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


Foreign 
currency 


US  dollar 

equivalent 

orUS 

currency 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


David  Sfflitti 
Unitrt  States 
Suntierland 

Total 


.  fwc... 


648 


36000  . 


2.013.00 


648 


2,013.00 
36000 


3,40200 


7,73600 11.13800 


CONSOLIDATED 
AUTHORITY  OF  S 


DAVID  R  08EY 
Chairman,  Joint  tconomic  Committee  Aug  1,  1986 


CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBfRS  AND  EMPLOYEES  OF  THE  U  S  SENATE  UNDER 
AUTHORITY  OF  SEC  22.  PL  95-384-22  U  SC.  1754(b),  CODEL  HATCH,  AS  AUTHORIZED  BY  THE  SELECT  COMMIHEE  ON  INTELLIGENCE,  FOR  TRAVE'.  FROM  JAN  1  TO  MAR  ,11,  1986 


F^r  diem 


Transportation 


Miscellanequs 


Total 


Nam  and  coMitTy 


Name  ol  currency 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


Foreign 
currency 


U  S  dollar 

equivalent 
or  US 
curreiKy 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


Senator  Omn  G  Hatdi 


Senator  Ok  HecM 


Dee  Benson 


Owis  I^NIianis 


Detotatm  eipenses  ■ 


Total 


225.00    225  00 

161.00  161.00 

216.00  216.00 

97.00  97.00 

201.00  mum 

225.00 225.00 

161.00 .: 161.00 

21600  21600 

9700  97.00 

20800  201.00 

22500  225.00 

16100  161.00 

21600                                                         .  216.00 

9700  97.00 

20800  208.00 

22500  225.00 

16100  161.00 

21600  21600 

9700  9700 

20100  208.00 

509  56  509  56 

2  60U1  2,60111 

641 48  641 48 

1,12973  1,12973 

1,28728  1,28728 

1.87274  1,87274 

49737  497.37 


3,628  00 


8.53927       12,16727 


Res  l'79'Mert  to'SSyfs'w?  *"'  ^"'^^  "*  remtutsements  to  the  Stale  Department  and  to  tlie  Defense  Department  under  authority  of  sec  502(b)  ol  the  Mutual  Security  Act  of  1954,  as  amended  by  sec  22  of  P L  95-384,  and  S 

ORRIN  HATCH, 
Delegation  Chairman. 
■  DAVID  DURENBERGER, 

Oiairman.  Select  Committee  on  Intelligence.  Apr  28.  1986. 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U.S.  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b).  CODEL  MURKOWSKI,  AUTHORIZED  BY  THE  COMMIHEE  ON  VETERANS'  AFFAIRS,  FOR  TRAVEL  JAN.  13-21,  1986 


Name  of  curre 

Per  diem 

Transportation 

Miscellaneous 

Total 

Name  and  country 

•^                    Foreign 
currency 

US  dollar 

equivalent 

oiUS 

currency 

Foreign 
currency 

US  dollar 

equivalent 

or  US 

currency 

Foreign 
currencr 

US  dollar 

equivalent 

or  US 

currency 

Foreign 
currency 

US  dollar 

equwalent 

or  US 

currency 

Senator  Frank  H  Murkowslu 

Philtppinc                

Thafiid _., 

PW 

M 

759,20 

8  769 

4000  .. 

759.20 
8.769 

WOO 

330.00  .. 
75.00  ... 
7500  . 

4000  . 
330.00 
75.00  . 
7500  . 

4000  .. 
33000    , 
7500  . 
75.00 

4000 
330.00 
7500 
7500 

4000 

330.00 
75.00 
75.00 

4000 

Laos _ _  .  . 

Mb 

"  

Vctnan _._ 

D*i _. 



Senator  Dennis  DeCoMai: 

Philippines    

Pm 

M 

759.20 

8,769 

759.20 
8.769 

Thailand         _ 

330.00 
7500 
75.00 

4000 

Laos            

IM* 



*-■ ■ 

Vietnam         

Ms 

■  ' 

Anthony  i  Prmcipi: 

[J*fl"'»s      -^ 

PCM 

75920 

8,769 

759  20 
8.769 

Thaibnd      

BM 

■ 

33000 

Laos _ 

M> 

7500 

Vietnam 

M» 

75.00 

40.00 
330  00 

Dennis  Fradtey: 

fj*w« _ 

tat 

759  20 

759.20 
8.769 

Thtad 

_ Ml 

- (Ma 

8,769 



IJOJ „_ _ . ... 

7500 

Vietnam       

[Ua 

75920 

7500 

Mary  Haatins 

nST  

- ta> 

759.20 
8.769 

40.00 

\m 

8.769 

330  00 
7500 
75.00 



330.00 
7500 

MMMM 

(Ma 

7500 

'  Delegation  eiper 
and  S  Res  179.  agreed 


UMI 


Total 

ign 
incy 

US  dollar 

equivalent 

orUS 

currency 

648 

2.013,00 
360,00 

11.13800 
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CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US  SENATE,  UNDER 
AUTHORITY  OF  SEC  22,  PL.  95-384-22  U.S.C.  1754(b),  CODEL  MURKOWSKI,  AUTHORIZED  BY  THE  COMMIHEE  ON  VETERANS'  AFFAIRS,  FOR  TRAVEL  JAN.  13-21,  1986-Continued 

Name  and  country                                                   Name  of  currency 

Per  diem 

Transportation                  Miscellaneous 

Tota 

1 

Foreign 
currency 

US  dollar 

equivalent 

oiUS 

currency 

Foreign 
currency 

US  dollar                       US  dollar 

equrvalent        Foreign        equivalent 

or  US          currency          or  U S 

currency                         currency 

Foreign 
currency 

US  dollar 

equivalent 

or  US 

currency 

Robert  Maynes 

fliilippines 

pm 

759  20 
8.769 

400O 

759  20 
1.769 

4000 
33000 

75,00 
75,00 

4000 

33000 

7500 

7500 

4000 
550  50 

4000 
550  50 

4000 
550  50 

4.99821 
1.60144 
1.269  78 
1.26977 

Thailand    

Date - 

330  00 
75  00    . 
7500 

40  00 
330,00  ,, 
75,00    , 
75,00  ... 

40  00    , 
55050  , 

4000 
550  50  , 

40.00  -. 
550.50  . 

Laos        

Vfttnam     

C  lames  Moore 
Ptiilippines 

;..;....: PRO 

759  20 
8.769 

759  20 
14.628 

75920 
14.628 

759,20 
14,628 

75970 
8,769 

Thailand 

B*..- 

Laos         

Oito 

Vietnam   

Onto 

Sieve  Hansen 

Philippines 

Peso 

759  20 
14.628 

759.20 
14.628 

75920 
14.628 

Thailand    

Bmt 

ludy  Leidy 
Philippines 

Peso 

B« 

tao                  

Thailand    

Oonna  Pagano 
Philippines 

Thailand 

6aM _ 

Detegation  etpenses 
Thailand 

4.99821 

1,60144 

1.26978 

Laos 

Vietnam 

Ptiilippines 

1.269  77 

Total 

5.41150 

9.139  20 

14.550  70 

'  Delegation  expenses  include  direct  payments  and  reimbursements  to  the  Department  of  Stale  and  to  the  Department  of  Defense  under  authority  of  sec,  502(b)  of  the  Mutual  Secunty  Act  of  1954.  as  amended  by  sec  22  of  P  L  95-384. 
and  S  Res  179.  agreed  to  May  25.  1977 

FRANK  MURKOWSXI. 
Chairman,  Committee  or  Veterans  Atlairs.  June  24.  1986 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U.S.  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C  1754(b),  COMMIHEE  ON  THE  JUDICIARY,  FOR  TRAVEL  FROM  APR.  1  TO  JUNE  30, 1986 

Name  and  country                                                   Name  of  currency 

Per  diem 

Transportation                     Miscellaneous 

Total                                           1 

foreign 
currency 

US  dollar 

equnralent 

or  US 

currency 

Foreign 
currency 

US  dollar                       US  dollar 

equivalent        foreign        equwaleni 

or  U  S          currency         or  U  S 

currency                           currency 

forngn 
currency 

US  dollar 
equnaient 

or  US 
currency 

Jerry  M  Tinker 
United  States 

DoHa 

Kn 

i'adaM" 

3,851.00 

3.85100 
84600 
12000 
540  00 
38100 

3.85100 
84600 
12000 
54000 
38100 

11.47600 

Ethiopia 

846.00.. 
120.00  .. 

54000 
38100 

1.30356 
191,880 

Italy    

Sudan 

- -.  Ub 

Doto 

191,810 

Ft«c 

Ddbt 

75665 

« 

75665 

John  Wise 

United  States 

3,851.00 

Ethiopia  ,. 

Italy     

Sudan 

Swtiertand 

Total   

:. Birt 

tin 

IMbr 

U03.56 

191,880 

846.00.. 
12000  . 
540.00  . 
381 00  . 

1J03S6 
I9M80 

756.65 

Fwc 

75665 

3.77400 

7  702  00 

STROM  THURMOND. 
Cliairniaii.  Coimnittee  on  the  Judoaiy.  June  30.  1986 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US  SENATE.  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b),  COMMIHEE  ON  RULES  AND  ADMINISTRATION,  FOR  TRAVEL  FROM  OQ.  1  TO  DEC.  31,  1985 

Name  and  country                                                      Name  ot  currency 

Per  diem 

Transportation                   Miscellaneous 

Total                                              1 

Foreign 
currency 

US  dollar 

equivalent 

orUS 

currency 

foreign 
currency 

US  dollar                       US  dollar 

equwalenl        foreign        equnralent 

Of  U  S          currency          or  U  S 

currency                           currency 

foreign 
currency 

US  Mar 
equnaient 

orUS 
cufTWcy 

224  00 
16000 
2.26824 
542.74 
64  50 

Senator  Ctiarles  McC. 

France 

Denmark 
United  States... 

France 

Belgium 

Total 

Mitliias,  Jr.; 

fwc 

:. Hkm 

Dolar                

1,830.08 

1,551.85 

22400  . 
160.00  . 

1.830  08 
1,551  85 

UMV' 

3.324 

2.260.24 

6174     

Franc 

Ftarc 

3.654.54 

3J24 

474.00 
64.50. 

530 

922  50 

2  33698                   

3.259  48 

■ 

CHARLES  McC  MATHIAS.  JR  . 
awrman.  Committee  on  Rules  and  Administration,  Juhi  30.  1986, 
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Per  dicni 


Tfanspoilatioii 


Miscellaneoiis 


Total 


•lanwani  country 


Name  of  currency 


US  dollar 

Foreign 

equivalent 

currency 

or  US 

currency 

Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


SaaloiCli)i1eslhC.IMMs.Jr: 


Italy 
Umteq  Stales 
lUartM  BroM 
Nofwjy     

itny     

Unrted  state.. 
Onstne  Sarcoat: 


Un 


3.491  60  488  00  3  491  60 

553,320         320-00 553  320 

1.M2.00 


.IM.. 


3.491.60 
553,320 


4n.oo 

320.00. 


1.946.00 . 


3,491.60 
553,320 


Italy 
Unted  State 


Knat 

m 


3,491  60  488  00    ,. 3  491 60 

553,320  320  00 553  320 

1,946.00 


''**    2.424,00 


5.774  00 


488  00 

320  00 

1.882  00 

48800 

320  00 

1.946  00 

488  00 

32000 

1.94600 

8,198  00 


CHARLES  McC  MATHIAS.  JR., 
Oiairman,  Committee  on  Rules  and  Administration,  July  30,  1986 


CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U  S  SENATE  UNDER 
AUTHORITY  OF  SEC.  22.  PL.  95-384-22  US.C.  1754(b),  COMMIHEE  ON  RULES  AND  ADMINISTRATION,  FOR  TRAVEL  FROM  APR.  1  TO  JUNE  30. 1986 


Nam  and  country 

Name  of  currency 

ftititm 

Transportation 

Miscellaneous 

Total 

US  dollar 
Foreign         equivalent 
currency          or  U  S 
currency 

Foreign 
currency 

US  dollar 

equivalent 

orUS 

currency 

US  dollar 
Foreign  equivalent 
currency          or  U  S 

currency 

foreign 
currency 

U  S  dollar 

equivalent 

or  US 

currency 

Oiaites  McC  Matlaas,  Ji : 
f"0»d 

Ftad 

241 18          366  60 

24118 

366  60 
1.978  00 

515  00 
197800 

United  States 

. 

IMbr 

197800 

IWKft  M  Broxm,  Jr.: 

fneland     , 

l>ewd 

338  59           515  00 

33859 

United  States. 

Mv 

1,97800 

Total 

881.60 

3,956.00  . 

4  337  fio 

September 

CONSOLIDATED 
AUTHORI 


Peter  Glavas 

flew  Zealand  

Australia 

Ptiilippines 

David  Holliday 

flew  Zealand 

Australia 

PfHlippines , 

Vvonne  Hopkms: 

ftew  Zealand  

Australia       

Plitlippines 

(^ter  Lennon 

flew  Zealand 

Australia 

Flulwmes 

Don  Harrell 

New  Zealand 

Australia        

f^lippmes 
Marvin  on 

flew  Zealand 

Australia 

Vfiinma 

Sally  Walsh 

New  Zealand 

Australia 

FlulitVines  

Delegation  eipenses  ■ 

New  Zealand 

Australia 

PtHhnnnes 

Total 

>  Delegation  expens 
Res  179.  agreed  to  May 


CHARLES  McC  MATHIAS,  JR . 
Oiairman,  Committee  on  Rules  and  Administration,  July  30,  1986 


CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U  S  SENATE  UNDER 
AUTHORITY  OF  SEC.  22.  PL  95-384-22  US.C.  1754(b),  FOR  TRAVEL  AUTHORIZED  BY  THE  MAJORITY  LEADER  FOR  TRAVEL  FROM  APR.  1  TO  JUNE  30, 1986 


F^r  diem 

•^"-c"""^                                                      Name  of  currency                   f„^^„  "^S,,^* 

currency  or  US 
currency 

Jance  It  Benson 

V      '"T^'SL*"'*'*  '^  ^'^    """" 3,314  41  1,039  00 

Peoples  Republic  of  Cliina Yuan 3,15491  98900 

^'** 2,028.00 


Transportation 


Miscellaneous 


Total 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


US.  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


3,314,41  1,039  00 
3,154,91  98900 
2,02800 


AMENDED  CONS 
UNC 


Lawrence  J  Stem 
Guatemala 

Honduras 

Costa  Rica 

Total 


ROBERT  DOLE, 
Maiotity  Leader,  June  25.  1986 


CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U.S.  SENATE.  UNDER 
AUTHORITY  OF  SEC.  22,  PL  95-384-22  U S.C.  1754(b),  CODEL  BOREN,  AS  AUTHORIZED  BY  THE  DEMOCRATIC  LEADER,  FOR  TRAVEL  FEB.  6-16, 1986 


Per  dwn 


Transportation 


Miscellaneous 


Total 


Name  and  country 


Name  of  cutrency 


US  dollar 
Foreign  equvalent 
currency  or  US 

currency 


Foreign 
currency 


US.  dollar 

equivalent 

or  US 

currency 


foreign 
currency 


US  dollar 

equivalent 

or  US 

currency 


US  doHar 
Foreign  equivalent 
currency  or  U  S, 

currency 


Senator  David  Boren 

New  ZealanI 

Australia _. 

Senator  Dand  Pryiiir 

New  ZeaMI 

Ajislralia   

Pfulippnies 

Senator  Cart  [tut 

New  ZeaM 

Ajgtralia   

ntWti -. 

DMd  Pratt 

NewZealaid__ 

Austrata „._ 


.  Delat.. 


432  69 
44550 


43269 
44550 


43269 
337  50 


432  69 
44550 


231  38  

432  69 

297  00    

445  50 

28  00 

23138  

43269 

297  00    

U<i!<fl 

4000   

231 38  

43269 

22500   

33750 

1400  

23138 

432:69 

297  00  

44550 

8000 

23138 
297  00 
2800 

231.38 
29700 
4000 

23138 

22500 

1400 

23138 
297  00 
80  00 


CONSOLIDATEt 
AUTHORITY  OF  SE 


Senator  Ted  Stewns: 

United  States 

Switnrtand 

Senator  Aliert  Gore 

Switzertand 
Senata  Jdm  D  Rocketc 

Swit2ertand 

Robert  G  Bell 

Switzerland 

Scott  Bunton: 

Switnrtand 

Watact  D  Burnett: 

Switzoland 

Luaa  M  Ctiavez: 

Switzeriand 

Kenneth  A  Myers 

Switzertand 

Delegation  expenses:  ■ 

Switzertand 


UMI 


St>ntem  hor 


^.rl9. 

1986 

ENATE,  UNDER 
j 

Total 

foreign 
urrency  ' 

us  dollar 
equivalent 
or  US 
curreiKy 

3,49160 
553.320 

488  00 

320  00 

1,882  00 

3.49160 
553,320 

488  00 

320  00 

1.946  00 

3.49160 
553.320 

488  00 

32000 

1  946  00 

8.198  00 

MATHIAS,  JR , 
ration.  July  30,  1986 

ENATE,  UNDER 
j 

Total 

^oreign 
urrency 

U  S  dollar 

equivalent 

or  US 

currency 

241.18 

366  60 
1.978  00 

338  59 

515  00 
197800 

4.837  60 

MATHIAS,  JR , 
lation.  July  30,  1986 

ENATE.  UNDER 

986 

Total 

■oreign 
urrency 

US.  dollar 

equivalent 

orUS 

currency 

3,314  41 

1.039  00 

3.154,91 

989  00 

2.02800 

ROBERT  DOLE, 
ader,  June  25,  1986 

:NATE,  UNDER 

B 

Total 

oreign 
irreocy 

US  dollar 

equivalent 

or  US 

currency 

43269 
44550 

23138 
297  00 
2800 

43269 
44550 

23138 
297.00 
40.00 

43269 

337  50 

23138 

22500 

1400 

43269 
44550 

23138 
297  00 
80.00 
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Per  dcm                      Transportatnn                   Miscellaneotis 

Tota 

1 

Name  and  country                                                      Name  ot  currency                   f^ 

currency 

US  dollar 

equivalent         Foreign 

or  U  S          currency 

currency 

US  dollar                       US  dollar 

equivalent        Foreign        equivalent 

or  U  S          currency          or  U  S 

currency                           cuaency 

Foreign 
currency 

US  dollar 

eQUfvslent 

orUS 

currency 

Peter  Oavas 

New  Zealand Dolv  .  .  .                                          432  69 

23138           .  - 

43269 
44550 

23138 
29700 
52  00 

23138 
297  00 
80W 

23138 
297  00 
45  W 

23138 
297  00 
50.00 

231.38 
297  00 
6000 

23138 
297  M 
8000 

23138 
297  00 
50  00 

3,953  29 
4.137  78 
1.397  86 

>'><'r>i>>                                                                                   tmbr                                                445  50 

297  00    

Pliilippines Doto 

5200  

David  Holliday 

New  Zealand Oobr.     .                432  69 

231 38      

432.69 
445.50 

43269 
445.50 

»"<'r»lu                                                                                                               OgOlt                                                                445^0 

29700    

PMwnes Dotar _ 

Vvonne  Hopliins: 

New  Zealand                                                                               Date 432  69 

8000  

231  38      - 

Australia                                                                                   Otlv                                                445  50 

297  00 

Ptiilipfinfl                                                                                                            Og|y  ' 

45  00 

Peter  Lennon 

New  2ealand                                                                              Mar                                                432  69 

23138 

432.69 
445.50 

AiKtralia                                                                              Dntar                                             145  50 

297  00       

>«<><n<"<i^                                                                            Mar 

50  00  

Don  Harrell 

New  Zealand                                                                              Mar                                                432  69 

231  38        

432.69 
445.50 

AmMa                                                                                         Mar                                                   445  50 

297  DO    

Plnlniinn                                                                                 M»   , 

60  00  , 

231  38    

Marvin  On 

Nm  Zraland                                                                                    Dalar                                                   417  69 

432  69 
445.50 

'ii^t'jkj                                                                                         M»                                                   "■'  5" 

297.00  

PliilWines                                                                                 Mar 

80  00       

Sally  Walsh 

Nnt  ZeaM                                                                              Mar                                                437  69 

23138  _. 

432.69 
44SS0 

Australia                                                                                         Mar                                                   445  50 

297  00            

50  00    

Delegation  expenses  ■ 

New  Zealand           .  _._ 

_ 3.95329  . 

Australia                                                     ,                                                            

4.137  78  . 

PtHlVpines          

1.397.86  .. 

Total 

631918 

9.48893  . 

15.80811 

'  Delegation  expenses  include  direct  payments  and  remtarsements  to  tiK  Slate  Department  and  to  the  Defense  Department  under  authority  ol  sec  502(ti)  of  the  Mutual  Security  Act  o«.1954.  as  amended  by  sec  22  ol  PL  95-384,  and  S. 
Res  179,  agreed  to  May  25,  1977 

^                                                                                                                                                                                                                                                              DAVID  BOREN. 

Delegation  Chaimian 
ROBERTC  BYRO. 
Democratic  Leader,  May  12,  1986 

AMENDED  CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US,  SENATE, 
UNDER  AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b),  FOR  TRAVEL  AUTHORIZED  BY  THE  DEMOCRATIC  LEADER,  FROM  JAN  1,  TO  MAR.  31, 1986 

Per  diem                      Transportation                   Miscellaneous 

Total                                            1 

Name  and  country                                                      Name  o(  currency                   f^^^^ 

currency 

US  dollar 

equivalent         Foreign 

or  US          currency 

currency 

US  dollar                       US  dollar 

equwalent        foreign        equivalent 

or  US          currency          or  US 

currency                         currency 

foreign 
currency 

US  dolar 

eguvaM 

or  US 

currency 

Ijwrencej  Stein: 

Guatemala                                                                                 Quetzal 150 

Honduras                                                                                  Lenuira 208 

Costa  Rica                                                                            Colon 4.046  25 

7S.0O 

ISO 

20t 

4.046.25 

75,00 
7500 
7500 

7500 

7500 

Total 

225  00        

22500 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FORI 
AUTHORITY  OF  SEC.  22,  P.L  95-384-22  U.S.C.  1754(b),  ARMS  CONTROL  OBSERVER  GROUP,  AUTHORIZED 

ROBERT  C  BYRO, 
DemocratK  Leader.  Aug  11.  I9S6 

EIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U.S.  SENATE,  UNDER       • 
BY  THE  MAJORITY  AND  MINORITY  LEADERS,  FOR  TRAVEL,  MAY  28-31. 1986 

tem                      Transportatwi                   Miscellaneous                        Total 

Peril 

Name  and  country                                                      Name  o(  ainwicy                   f^^ 

currency 

US  dollar 

equrvalent        Foreign 

or  U  S          currency 

currency 

US  dollar                        US  dollar 

equivaleni        foreign        eguivaleni 

or  US          currency          or  US 

currency                           currency 

foreign 
currency 

US  dollar 

equivaM 
or  US 
currency 

Senator  Ted  Stevens: 

United  Statn                                                                              Mar  ' 

uaim 

690.92 

82910 
82910 
82910 
1.663.45 
82910 
829.10 
82910 

2.037,00 
36751 

441U 

44100 

44100 

18481 

UlOO 

UlOO 

UlOO 

10,95975 

Switwiand Franc _ 690.92 

Senator  Ahert  Gore 

^witTprlanl                                                                                           Frw:                                                       829 10 

367  51           

44100         

Senator  John  D  Rockefder  IV: 

44100              

Robert  G  Belt 

Switzerland franc 829,10 

Scott  Bunton 

Switnrtand franc 1.105,45 

Watace  D  Burnett: 

Switzerland franc 82910 

Luaa  M  Chavez: 

Switzerland franc - 82910 

Kenneth  A.  Myers: 

Switzerland franc 829,10 

Delegation  expenses:  ■ 

Switzerland                                                                                         

441  00 

58800           558.00 
441 X 

29681       ~ 

44100 

44100 

10,959.75 

1 
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1986— Continued 


September  j 

CONSOLIDATED  REPC 
AUTHORITY  OF 
15, 1986-Cor 


Per  diem 


Iransporlalion 


Miscellaneous 


Total 


UMI 


Name  and  country 


Nameoi  currency 


US  dollar 
Foteign  equivalent 
currency  or  US 

currency 


Foreign 
currency 


US  dollar 

equivalent 

Of  US 

currency 


Foreign 
currency 


US  dollar 
equivalent 
o(US 
currency 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


3,601  51 


2,33381 


10,959  75  16.895  07 


I  (Metation  euwises  mchide  direct  payments  and  reimbursements  to  tlie  State  OeoartmenI  and  to  tlie  Detense  Oeoartment  under  authority  ol  sec  502(b)  ol  tlie  Mutual  Security  Act  o(  1954.  as  amended  by  sec  22  of  PL.  95-384,  and  S 
Rts.  179.  «eed  to  May  25,  1977 

ROBERT  DOLE. 

Majority  leader 
TED  STEVENS, 
Delegation  Oiairman,  Aug  15,  1986. 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  U.S.  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b),  ARMS  CONTROL  OBSERVER  GROUP,  AUTHORIZED  BY  THE  MAJORITY  AND  THE  MINORITY  LEADER,  FOR  TRAVEL  FEB.  7- 
15, 1986 


Name  o(  currei 

Per  diem 

Transportation 

Miscellaneous 

Total 

Name  and  country 

**                   Foreign 
currency 

US  dollar 

equivalent 

oiUS 

currency 

US  dollar 
Foreign        equivalent 
currency         or  US 
currency 

US  dollar 
Foreign        equivalent 
currency          or  U.S. 
currency 

foreign 
currency 

US,  dollar 

equivalent 

or  US 

currency 

Senatw  Ted  Stevens 

Belgium               

Fraic 

FriK -.:....-. 

l>DMd 

4,939 

1,472  05 

241 95 

101.00  ... 
73000  ... 
342  00... 

101  00  ... 
584  00 

4.939 

1,472.05 

241,95 

4,939 
1,177  64 

3,9609 

1,472.05 

19385 

58882 
241  95 

10100 

Suntwami           

730  00 

Great  \  nlain         

342  00 

SenatOf  Malcalm  Wai» 

Belnini _ 

Ftac. 

4  939 

10100 

SaMand .:... 

Rue... _ 

1,177  64 

584  00 

United  States _ 

IMbr 

1,823.23 

1.823  23 

Senatoi  lotin  Wama 
Belgium 

ftm 

Fiw 

pgvri 

3,960.9  " 

1.47205 

193  85 

81.00 

8100 

Switiertand           

73000 

730  00 

Gfeal  Britain          _ _ 

274  00 

29200  , 
342  00  ,, 

274  00 

Senatn  Wanen  Rudman 

Si»it2ertand         

FnK 

588  82 

292  00 

Gfeat  Bntam 

hwl 

24195 

342  00 

United  Stales 

M» 

1.601.00  . 

1.60100 

Senator  Oaiboine  Pel 

Belgium          _ _ 

}mt -.... 

FnK 

4,139 

883  23 

M64 

4,139 
88323 

4.939 
1.237  30 

84  64 

Swit^eiland 

438  OO 

10100  . 
613.59  .. 

438  00 

Senator  Sam  Nun: 

Belgium 

FnK 

Fbk 

4  939 

10100 

SwitMftand                    

1.237.30 

61359 

Jmted  States                ! 

103292 

1.032  92 

Senatn  Dand  Patrick  Moymnan 

.   .                Fraic 

4.939 

883  23 

10100 
43800 
34200 

4,939 
883  23 
24195 
1.125  5 

4.939 

1.472  05 

723  90 

4.939 

1.46025 

24195 

4,939 

1.47205 

181.46 

4,939 

1,47205 

24195 

4,939 

1,472  05 

24195 

4,939 

1,472,05 

241.95 

4.939 

1,472  05 

24195 

4,939 

1,472,05 

24195 

4,939 

1,47205 

24195 

4,939 

1,47205 

16914 

10100 

Switzerland _ , _ 

FraK 

438  00 

Great  Britain _... 

tmi 

......             241 95 

342  00 

fadioslovaliia    . 

United  States _    

Om :...„ 

IMto 

1.125.5 

102.60  .. 

42900 

- 

102  60 
428  00 

Senator  Aliert  Gort 

Belgium     

fn«. 

FnK 

tmi 

4.939 

1,47205 

.  .                          483  90 

101 00 
730  00  . 
684  OO 

101  00 
72415  . 

10100 

Swtzerland _ _ _ 

73000 

Great  Britaii 

240  00          339.24  .. 

1.023  24 

George  Aslimrtti: 

Belgium   _ 

.._ FnK 

FnK.- 

4,939 

146025 

10100 

Suntofland 

724  15 

Great  Britain 

Pmnl 

24195 

342  00 

342  00 

RobertBell 

Belgium 

Fwic 

FnK 

4.939 

1,47205 

.      .              181  46 

101  00   , 
73000  . 
256  50  . 

10100 

Snntzenand _ 

73000 

Great  Bntaii 

tand 

256  50 

Wallace  D  eumtft 

Belgium   _ 

Swlzertand 

FnK 

FnK 

4.939 

1,47205 

24195 

10100  , 
73000  . 
34200  .. 

IDI 00 
73000  . 
342  00 

10100 

730  00 

Great  Bntam 

Ptand 

342  00 

L  Monca  Chavez 

Belgium 

FnK 
FnK 

FnK 

FnK 

4,939 

1,47205 

241.95 

4.939 

- 1,472.05 

24195 

10100 

Switzerland _ 

730  00 

Great  Bntail 

342  00 

Rdiard  D'Anutft 

Belgium _ 

SwAzertanl ,    . 

101.00  .. 
730.00  . 
342.00  .. 

101.00  .. 
73000 

10100 

730  00 

Great  Bntiii _   _ 

Pound 

342,00 

George  Murpky 

FnK 

Ftw 

4,939 
147205 

10100 

730  00 

Great  Britaii _ _. 

Pend 

241 95 

342.00  .. 

101.00  .. 
730.00  .. 
342.00  .. 

342  00 

Kennetli  Myers: 

FnK 

FnK 

9mi 

4.939 

1.472.05 

241 95 

10100 

<Mifft»l 

73000 

Great  BnUii „.- _...... . 

34200 

ianPaUk. 

SwSertMd __ 

_-. FnK 

FnK 

PlNnd 

1.472.05 

241.95 

4.939 

1.472.05 

189.14 

101.00  .. 

Tsaot.. 

10100 

73000 

Grrat  Bntaii 

342.00.. 

101,00  .. 
730.00  .. 
237  30  .. 

^ 

342  00 

ElameSeMl: 

BelgMm    

.. I FnK 

FnK 

Pound 

10100 

Soitwtand 

73000 

Great  Britain 

237  30 

Deletation  expenses  ' 
BeHun 

2,920.21 

2,92021 

SM^BtMl 

14,044.82 

14,044.82 

Great  Bntiin 

4.917  36  . 

4,91736 

Total 

'  Delegation  expenses 
and  S  Res  179.  agreed  to 


CONSOLIDATED  F 
AUTHORIT 


Samuel  Wise: 

Switzerland 

United  States 

Deborah  Burns: 

Switzerland     , . 

United  States    , 
Ores!  Deychakiwsky 

Switzerland 

United  States  .. 
Robert  Hand 

Switzerland 

United  States 
Michael  Hathaway 

Sweden 

United  States    , 
John  Tinerty 

Switzerland       , 

United  Stales   ,, 

luiembourg 
Samuel  Wise 

Switzerland 

United  Stales 

Sweden 

Germany 

Robert  Hand 

Switzerland 

United  States    , 
Barbara  Edwards 

Switzerland     ,, 

United  Stales    . 
Orest  Deychakiwsky 

Switzerland 

United  States    , 
Samuel  Wise 

Belgium 

France 

Austria 

Italy     

West  Germany 

Sweden 

United  Kingdom , 

United  Stales    ,, 

Total 


CONSOLIDATED  F 
AUTHORITY 


David  G  Shoullz. 

Brazil     

United  States 
James  I  Schollaert 

Brazil 

United  Stales  , 
Sheila  E  Rogan 

Brazil  

United  States  „ 
John  Dudinsky.  Jr : 

Australia 

United  States 
Charles  Smith 

Austialia 


rl9. 

1986 

SENATE 

..  UNDER 

i/EL,  MAY  28-31, 

Total 

«eign 
•rency 

us  dollar 

equivalent 

or  us 

currency 

16,895.07 

i  PL.  95-384,  and  S 

ROBERT  DOLE. 

Maiofily  leader 
TED  STEVENS, 
nan.  Aug  15.  1986 

SENATE,  UNDER 

TRAVEL  FEB.  7- 

Total 

ifeign 
rrency 

us  dollar 

equivalent 

or  US 

currency 

4.939 
;,47205 
24195 

10100 
730.00 
342  00 

4.939 
1.177  64 

10100 

584  00 

1.823  23 

3.9609 

1.472  05 
19385 

8100 
730.00 
274  00 

588  82 
24195 

292  00 

342  00 

1.60100 

4.139 
88323 

84  64 
438  00 

4.939 
1.237.30 

101  00 

61359 

1.032  92 

4,939 
883  23 
241,95 
1.125  5 

10100 
438  00 
342  00 
102  60 
428  00 

4.939 

1.472  05 

723  90 

10100 

73000 

1.023  24 

4,939 

1.46025 

24195 

10100 
724  15 
342  00 

4.939 

1.472  05 

18146 

10100 
730  00 
256  50 

4,939 

1.472  05 

24195 

10100 
730  00 
342  00 

4,939 

1.472  05 

24195 

10100 
730  00 
342  00 

4.939 

1.47205 

24195 

10100 
730  00 
342,00 

4.939 

1.47205 

24195 

10100 
730  00 
342  00 

4.939 

1,47205 

24195 

10100 
73O00 
34200 

4,939 

1,47205 

24195 

10100 
73000 
342  00 

4,939 

1,47205 

169.14 

101  00 
73000 
237  30 

2.92021 

14.044  82 

4.91736 
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CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US  SENATE  UNDER 
AUTHORITY  OF  SEC  22,  PL.  95-384-22  U.S.C  1754(b),  ARMS  CONTROL  OBSERVER  GROUP,  AUTHORIZED  BY  THE  MAJORITY  AND  THE  MINORITY  LEADER  FOR  TRAVEL  FEB  7- 
15, 1986— Continued 


Per  diem 


Transportation 


.Miscellaneous 


Total 


Name  and  country 


Name  ol  currency 


Foreign 
currency 


US  dollar 

equivalenl 

or  US 

currency 


Foreign 
currency 


US  dollar 

equivalent 

oiUS 

currency 


Foreign 
currency 


US  dollar 

equivalent 

a  US 

currency 


U  S  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


Total 


17,673  78 


5,224  39 


21.882  39 


44.780  56 


.  „' P'^'Sation  expenses  include  direct  payments  and  reimlxirsements  to  the  Department  of  State  and  to  tlie  Department  of  Defense  under  auttiority  ol  sec  502(b)  ol  the  Mutual  Secuffly  Act  ol  1954  as  amended  by  sec  22  of  P L  95-384 
and  S  Res  179.  agreed  to  May  25.  197?  <  i  ■ 

TED  STEVENS, 
Ctiairman,  Arms  Control  Obseiver  Group,  lune  9,  1986 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C.  1754(b),  COMMISSION  ON  SECURITY  AND  COOPERATION  IN  EUROPE,  FOR  TRAVEL  FROM  APR  1  TO  JUNE  30, 1986 


Name  ol  curre 

Per  diem 

Transportation 

Miscellaneous 

Total 

Name  and  country 

"^                     Foreign 
currency 

US  dollar 

equnralent 

or  US 

currency 

Foreign 
currency 

US  dollar 

equivalent 

or  US 

currency 

Foreign 

currency 

ilS  dollar 

equivalent 

or  US 

currency 

53.38 

Foreign 
currency 

4,359.47 

US  dollar 

equivalent 

orUS 

currency 

Samuel  Wise: 

Switzerland 

ftw 

Datar 

4.25547 

2,184,00  ., 

104 

2  237  38 

United  Slates 

1.77900 

177900 

Delwah  Burns; 

Switzefland 

FfM 

2,99892 

156000 

126 

6S.S4 

3.124.92 

1625  54 

United  States , 

1    11    il    1 

1         i    i         -1 

1.004.00  .. 

100400 

Ores!  Deyctukiwsky 

Switzerland 

2,998.92 

3,217.80 

1088 

1.560.M,. 

1.651.00  .. 

1S4.00  .. 

84 

43.70 

3.082.92 

1603  70 

United  Slates 

■ 

.     .1.K9.00.. 

1.92900 

Rotiert  Hand 

Switzerland 

3.217.80 

165100 

United  Stales 

1.S29.00  .. 

1.92900 

Michael  Hathaway: 

Sweden        

1.088 

154  00 

United  States 

Doto r...... 

1J04.00  .. 

1904  00 

lohn  Finerty 

Switzerland 

Ftw    .  . 

3.292.95 

1,810.00  .. 

3,292.95 

4,919 

2,018 

181000 

United  Stales _ 

Dotar 

1J36.«  .. 



1 336  46 

LuiemOourg 

-Fine 

Dote 
Kkm 

4.919 

1.754.10 

110.00  . 
96300  . 

110  00 

Samuel  Wise 

Switzerland  

263,90 

144.88 

1107  88 

United  States 

imi» .. 

2,018  00 

Sweden     

4,02810 
1,036  88 

.-. 2.338  80 

2.33880 

1,380.40 

561.00  .. 
45200 

1.28400  . 
1,284.00  . 

4.028  10 
1.036  88 

2.390  80 

56100 

Germany       

Ftac 

452  00 

Robert  Hand 

Switzerland  

52 

2855 

1312  55 

United  States :.. 

Dglv  .. 

.      4.07S.46 . 

4  076  46 

Bartara  Edwards 

Switzerland 

'.....-..-.- fWK 

Dote 

U 

2855 

2,390  80 

1,31255 

United  Stales 

749.00  . 

4J)76.« 

4  076  46 

Orest  Deychakiwsky: 

Switzeiland 

." FnK 

.  ..Mv 

S2 

nn 

1.43240 

777,22 

United  States 

1,07746  . 

4.077.46 

Samuel  Wise 

Belgium 

..,  Dolar 

11600 

116.00 

France 

Oalar 
Dabr 

43200 
13700 
12500 
120  00 
15400 
28600 

lauu 

Austria 

mS 

Italy     

Otlv 

.  12M0 

West  Germany 

Dalar 

12tJ0 

Sweden 

(Mar 

1S4.W 

United  Kingdom 

Oalar 

286.00 

United  States ; 

Ddto 

2.5670O 

80.75  ... 

2.647  75 

Total         

15.69200 

26.696  84 

473  57 

42.86241 

ALFONSE  D  AMATO. 
Chairman.  Comrnission  on  Security  and  Cooperatno  m  Europe,  July  23.1986. 

CONSOLIDATED  REPORT  OF  EXPENDITURE  OF  FOREIGN  CURRENCIES  AND  APPROPRIATED  FUNDS  FOR  FOREIGN  TRAVEL  BY  MEMBERS  AND  EMPLOYEES  OF  THE  US  SENATE,  UNDER 
AUTHORITY  OF  SEC.  22,  PL.  95-384-22  U.S.C,  1754(b).  U.S  SENATE  CAUCUS  ON  INTERNATIONAL  NARCOTICS  CONTROL.  FOR  TRAVEL  FROM  APR,  1  TO  JUNE  30.  1986 


Per  diem 


Transportatiori 


Miscellaneous 


Total 


Name  and  country 


Name  ol  currency 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

curiency 


Foreign 
currency 


US  dotlar 

equivalent 

or  US 

currency 


US  dollar 
Foreign  equivalent 
currency  or  US 

currency 


David  G  SIXMltz. 

Brazil     

United  States 
James  T  Schollaert, 

Brazil 

United  States 
Sheila  E  Rogan 

Brazil  

United  States 
John  Dudinsky,  Ji : 

Australia 

United  Slates 
Charles  Smith 

Australia 


New  Cruzeiro 
Dollar 


New  Cruzoro. 
Dolar 


8.840-34 
8.84034 


642.00      ; 1.840,34  642,00 

1.470.00 — _ -      1.470.00 


642.00 


IJ40.34 


642.00 


1.470.00 - 1.470.00 


New  Cruzeiro 


8.840.34 


642.00. 


Dollar 1.470.00  . 

Oalar 96962  729.00 


8.840.34 


969.62 


642.00 
1.470.00 

729.00 


96962 


72900 


3i23.00 3.82300 

96992  72900 
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Hame  and  country 

Namol  currency 

Per  dieni 

Transportation 

Miscellaneous 

Total 

US  dollar 
Foreign  equwalent 
cutrency         or  U  S 

currency 

Foreign 
currency 

US  dollar 

equnialeni 

or  US 

currency 

US.  dollar 
Foreign        eguwalent 
currency         or  US 
currency 

US  dollar 
Foreign        eouivaleni 
currency         or  U  S 
currency 

Umtec  States        . 

Doto... 



3,823.00 

3  823  00 

Tow    

3.384  00 

12.05600 

IS  440  00 

REPORTS  OF  COMMITTEES 

The  following  reports  of  committees 
were  submitted: 

By  Mr.  ROTH,  from  the  Committee  on 
Governmental  Affairs,  without  amendment: 

H.R.  2721.  A  bill  to  amend  title  13.  United 
States  Code,  to  require  the  collection  of  sta- 
tistics on  domestic  apparel  and  textile  in- 
dustries (Rept.  No.  99-450). 

By  Mr.  ROTH,  from  the  Committee  on 
Governmental  Affairs,  with  amendments: 

H.R.  2722.  A  bill  to  amend  title  13.  United 
States  Code,  to  eliminate  the  requirement 
relating  to  decennial  censuses  of  drainage 
(Rept.  No.  99-451). 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  without 
amendment: 

S.  767.  A  bill  to  direct  the  Secretary  of  the 
Interior  to  permit  access  across  certain  Fed- 
eral lands  in  the  State  of  Arkansas,  and  for 
other  purposes  (Rept.  No.  99-452). 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  with  an 
amendment  in  the  nature  of  a  substitute: 

S.  977.  A  bill  to  establish  the  Hennepin 
Canal  National  Heritage  Corridor  in  the 
State  of  Illinois,  and  for  other  purposes 
(Rept.  No.  99-453). 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  with  an 
amendment: 

S.  2384.  A  bill  to  amend  Public  Law  95-625 
to  permit  the  acquisition  of  certain  lands 
for  an  administrative  site  for  the  New  River 
Gorge  National  River.  WV  (Rept.  No.  99- 
454). 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  without 
amendment: 

H.R.  2067.  A  bill  to  validate  conveyances 
of  certain  lands  in  the  State  of  California 
that  form  part  of  the  right-of-way  granted 
by  the  United  States  to  the  Central  Pacific 
Railway  Company  (Rept.  No.  99-455). 

S.  1026.  A  bill  to  direct  the  cooperation  of 
certain  Federal  entities  in  the  implementa- 
tion of  the  Continental  Scientific  Drilling 
Program  (Rept.  No.  99-456). 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  with  an 
amendment  in  the  nature  of  a  substitute 
and  an  amendment  to  the  title: 

S.  2370.  A  bill  to  allow  the  Francis  Scott 
Key  Park  Foundation.  Inc.  to  erect  a  memo- 
rial in  the  District  of  Columbia  (Rept.  No. 
99-457). 

By  Mr.  McCLURE,  from  the  Committee 
on  Energy  and  Natural  Resources,  with  an 
amendment  in  the  nature  of  a  substitute: 

S.  2506.  A  bill  to  establish  a  Great  Basin 
National  Park  in  the  State  of  Nevada  and 
for  other  purposes  (Rept.  No.  99-458). 


By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  with  an 
amendment  in  the  nature  of  a  substitute, 
and  an  amendment  to  the  title: 

H.R.  2205.  A  bill  to  erect  a  memorial  on 
Federal  land  in  the  District  of  Columbia  or 
its  environs  to  honor  members  of  the  Armed 
Forces  of  the  United  States  who  served  in 
the  Korean  war  (Rept.  No.  99-459). 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  without 
amendment: 

H.R.  4212.  A  bill  to  provide  for  the  reau- 
thorization of  the  Deep  Seabed  Hard  Miner- 
al Resources  Act.  and  for  other  purposes 
(Rept.  No.  99-460). 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  with  an 
amendment  in  the  nature  of  a  substitute 
and  an  amendment  to  the  title: 

H.J.  Res.  36.  Joint  resolution  authorizing 
establishment  of  a  memorial  in  the  District 
of  Columbia  or  its  environs  (Rept.  No.  99- 
461). 

H.J.  Res.  142.  Joint  resolution  to  author- 
ize the  Black  Revolutionary  War  Patriots 
Foundation  to  establish  a  memorial  in  the 
District  of  Columbia  at  an  appropriate  site 
in  Constitution  Gardens  (Rept.  No.  99-462). 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  without 
amendment: 

H.J.  Res.  666.  Joint  resolution  expressing 
the  sense  of  Congress  in  support  of  a  com- 
memorative structure  within  the  National 
Park  System  dedicated  to  the  promotion  of 
understanding,  knowledge,  opportunity  and 
equality  for  all  people  (Rept.  No.  99-463). 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  with  an 
amendment  in  the  nature  of  a  substitute 
and  an  amendment  to  the  title: 

S.  1004.  A  bill  to  authorize  and  direct  the 
Secretary  of  Energy  to  establish  a  program 
to  provide  for  reclamation  and  other  reme- 
dial actions  with  respect  to  mill  tailings  at 
active  uranium  and  thorium  processing  sites 
(with  additional  and  minority  views)  (Rept. 
No.  99-464). 

By  Mr.  ROTH,  from  the  Committee  on 
Governmental  Affairs,  without  amendment: 

H.R.  3168.  A  bill  to  require  the  Director  of 
the  Office  of  Management  and  Budget  to 
prepare  an  annual  report  consolidating  the 
available  data  on  the  geographic  distribu- 
tion of  Federal  funds,  and  for  other  pur- 
poses. 

By  Mr.  THURMOND,  from  the  Commit- 
tee on  the  Judiciary,  without  amendment 
and  with  a  preamble: 

H.J.  Res.  547.  Joint  resolution  to  designate 
Octot)er  1986  as  'Polish  American  Heritage 
Month." 

By  Mr.  ROTH,  from  the  Committee  on 
Governmental  Affairs,  without  amendment: 


PAUIA  HAWKINS, 
Oiairman.  US.  Senate  Caucus  on  International  Narcotics  Control, 

June  26.  1986 


S.  2452.  A  bill  to  designate  the  United 
States  Post  Office  to  be  constructed  in 
Barnwell.  South  Carolina,  as  the  "Solomon 
Blatt.  Sr..  Post  Office  Building.  ' 

By  Mr.  THURMOND,  from  the  Commit- 
tee on  the  Judiciary,  without  amendment 
and  with  a  preamble: 

S.J.  Res.  329.  Joint  resolution  to  designate 
the  period  of  December  1,  1986.  through  De- 
cember 7.  1986,  as  "National  Aplastic 
Anemia  Awareness  Week." 

S.J.  Res.  339.  Joint  resolution  to  designate 
the  week  of  November  30,  1986,  through  De- 
cember 6,  1986.  as  "National  Home  Care 
Week." 

S.J.  Res.  385.  Joint  resolution  to  designate 
October  23.  1986  as  "National  Hungarian 
Freedom  Fighters  Day." 

S.J.  Res.  395.  Joint  resolution  to  designate 
the  period  October  1.  1986.  through  Septem- 
ber 30.  1987,  as  "National  Institutes  of 
Health  Centennial  Year." 

S.J.  Res.  396.  Joint  resolution  to  designate 
the  week  of  October  26,  1986,  through  No- 
vember 1.  1986,  as  "National  Adult  Immuni- 
zation Awareness  Week." 

S.J.  Res.  401.  Joint  resolution  to  designate 
the  week  of  October  12,  1986,  through  Octo- 
ber 18,  1986,  as  "National  Job  Skills  Week." 

S.J.  Res.  413.  Joint  resolution  to  designate 
the  month  of  October  1986  as  "Learning 
Disabilities  Awareness  Month." 


EXECUTIVE  REPORTS  OF 
COMMITTEES 

The  following  executive  reports  of 
committees  were  submitteci: 

By  Mr.  THURMOND,  from  the  Commit- 
tee on  the  Judiciary: 

Diarmuid  F.  O'Scannlain.  of  Oregon,  to  be 
U.S.  circuit  judge  for  the  Ninth  Circuit; 

Frederic  N.  Smalkin,  of  Maryland,  to  be 
U.S.  district  judge  for  the  district  of  Mary- 
land: 

James  L.  Graham,  of  Ohio,  to  be  U.S.  dis- 
trict judge  for  the  southern  district  of  Ohio; 
and 

George  Landon  Phillips,  of  Mississippi,  to 
be  U.S.  attorney  for  the  southern  district  of 
Mississippi  for  the  term  of  4  years. 

By  Mr.  HELMS,  from  the  Committee  on 
Agriculture.  Nutrition,  and  Forestry: 

W.  Kirk  Miller  of  Wisconsin,  to  be  Admin- 
istrator of  the  Federal  Grain  Inspection 
Service. 

(The  above  nomination  was  reported 
from  the  Committee  on  Agriculture, 
Nutrition,  and  Forestry  with  the  rec- 
ommendation that  it  be  confirmed, 
subject  to  the  nominee's  commitment 
to  respond  to  requests  to  appear  and 


testify    befor 
committee  of 

By  Mr.  LUG- 
Foreign  Relatio 

Treaty  Doc. 
vention    on    Ci 
Rept.  No.  99-24 

Treaty  Doc.  i 
the  Civil  Aspec 
duction  (Ex.  Re 
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>,  through  De- 
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n  to  designate 
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By  Mr.  LUGAR,  from  the  Committee  on 
Foreign  Relations: 

Treaty  Doc.  97-12.  Inter-American  Con- 
vention on  Commercial  Arbitration  (Ex. 
Rept.  No.  99-24);  and 

Treaty  Doc.  99-11.  Hague  Convention  on 
the  Civil  Aspects  of  International  Child  Ab- 
duction (Ex.  Rept.  No.  99-25). 


INTRODUCTION  OF  BILLS  AND 
JOINT  RESOLUTIONS 

The  following  bills  and  joint  resolu- 
tions were  introduced,  read  the  first 
and  second  time  by  unanimous  con- 
sent, and  referred  as  indicated: 

By  Mr.  MATTINGLY  (for  himself  and 
Mr.  NUNN): 
S.  2838.  A  bill  to  designate  certain  Nation- 
al Forest  System  lands  in  the  State  of  Geor- 
gia to  the  National  Wilderness  Preservation 
System,  and  for  other  purposes;  to  the  Com- 
mittee on  Agriculture,  Nutrition,  and  For- 
estry. 

By  Mr.  DAMATO: 
S.  2839.  A  bill  to  the  relief  of  Jozo  Karog- 
lan  and  liana  Karoglan.  husband  and  wife, 
and  their  child.  Matthias  Karoglan;  to  the 
Committee  on  the  Judiciary. 

By  Mr.  STAFFORD  (for  himself.  Mr. 

CHAFEE.       Mr.       DURENBERGER,       Mr. 

Mitchell.  Mr.  Burdick.  Mr.  Hart, 

Mr.  MoYNiHAN,  Mr.  Humphrey,  Mr. 

Ladtenberg,     Mr.     Broyhill,     Mr. 

Roth,  Mr.  Baucus,  Mr.  Abdnor,  Mr. 

Simpson,    Mr.    Domenici,    and    Mr. 

Riegle): 
S.  2840.  A  bill  entitled  the  "Superfund 
Amendments  and  Reauthorization  Act  of 
1986".  by  unanimous  consent,  ordered  held 
at  the  desk  until  the  close  of  business  on 
September  22.  1986. 

By  Mr.  HEINZ  (for  himself  and  Mr. 

NiCKLES): 

S.  2841.  A  bill  to  strengthen  the  Organ 
Procurement  and  Transplantation  Network, 
and  for  other  purposes;  to  the  Committee 
on  Labor  and  Human  Resources. 

By  Mr.  DANFORTH  (for  himself,  Mr. 
Chafee.  Mr.  Bentsen.  Mr.  Wilson, 
Mr.  Cranston.  Mr.  Gore,  Mr.  Heinz, 
and  Mr.  Sasser): 
S.  2842.  A  bill  to  encourage  the  use  of 
copy-code  scanners  on  digital  audio  tape  re- 
cording machines;  to  the  Committee  on  Fi- 
nance. 

By  Mr.  MATTINGLY: 
S.  2843.  A  bill  to  amend  the  Congressional 
Budget  Act  of  1974  to  minimize  the  impact 
on  State  and  local  governments  of  unexpect- 
ed provisions  of  legislation  proposing  the 
imposition  of  large  unfunded  costs  on  such 
governments,  and  for  other  purposes;  to  the 
Committee  on  Rules  and  Administration. 

By  Mr.  BOREN  (for  himself,  Mr.  Mel- 
CHER.  Mr.  Baucus,  Mr.  Heflin,  Mr. 
Abdnor,  and  Mr.  Pryor): 
S.  2844.  A  bill  to  require  the  Secretary  of 
Agriculture   to   pay   restitution   to   certain 
cattle  producers  for  losses  incurred  in  con- 
nection with   the  sale  of  cattle  during  a 
period  in  which  excessive  dairy  cattle  were 
slaughtered  under  the  whole-herd  buy-out 
program;  to  the  Committee  on  Agriculture. 
Nutrition,  and  Forestry. 

By  Mrs.  KASSEBAUM  (for  herself, 
Mr.  Hart,  Mr.  Armstrong,  Mr.  Dan- 
FORTH,  Mr.  Dole,  Mr.  Boren,  Mr. 
Nickles,  Mr.  Eacleton,  Mr.  Binga- 
MAN,  Mr.  Domenici  and  Mr. 
McClure): 


S.  2845.  A  bill  to  designate  the  Sante  Pe 
Trail  as  an  Historic  Trail  under  the  Nation- 
al Trails  System  Act;  to  the  Committee  on 
Energy  and  Natural  Resources. 

By  Mr.  GRASSLEY  (for  himself  and 
Mrs.  Hawkins): 

S.  2846.  A  bill  to  provide  for  research  con- 
cerning Alzheimer's  disease  and  related  de- 
mentias; to  the  Committee  on  Labor  and 
Human  Resources. 

By  Mr.  KASTEN: 

S.J.  Res.  416.  A  joint  resolution  to  give 
special  recognition  to  the  birth  and  achieve- 
ments of  Aldo  Leopold;  to  the  Committee  on 
the  Judiciary. 


SUBMISSION  OP  CONCURRENT 
AND  SENATE  RESOLUTIONS 

The  following  concurrent  resolutions 
and  Senate  resolutions  were  read,  and 
referred  (or  acted  upon),  as  indicated: 
By  Mr.  HUMPHREY  (for  himself,  Mr. 
Dole,  Mr.  Moynihan,  Mr.  Wallop, 
Mr.  McClure.  Mr.  Quayle  and  Mr. 
Wilson): 
S.   Res.   491.   A   resolution   calling  for  a 
strong  response  to  the  Daniloff  arrest;  or- 
dered to  lie  over  under  the  rule. 


STATEMENTS  ON  INTRODUCED 
BILLS  AND  JOINT  RESOLUTIONS 

By  Mr.  MATTINGLY  (for  him- 
self and  Mr.  Nunn): 
S.  2838.  A  bill  to  designate  certain 
National  Forest  System  lands  in  the 
State  of  Georgia  to  the  National  Wil- 
derness Preservation  System,  and  for 
other  purposes;  to  the  Committee  on 
Agriculture,  Nutrition,  and  Forestry. 

GEORGIA  WILDERNESS  ACT 

Mr.  MATTINGLY.  Mr.  President, 
today  I  join  with  my  colleague  from 
Georgia  in  introducing  the  Georgia 
Wildeness  Act  of  1986.  I  ask  that  the 
bill  be  considered  read  twice  and  re- 
ferred to  the  appropriate  committee. 

This  bill  will  establish  approximate- 
ly 42,000  acres  of  additional  wilderness 
area  in  the  State  of  Georgia,  and  I  sin- 
cerely urge  all  of  our  Senate  col- 
leagues to  assist  Senator  Nunn  and  me 
in  expediting  passage  of  the  measure 
during  this  session  of  Congress.  I  fur- 
ther ask  that  the  bill  be  printed  in  the 
Congressional  Record,  and  that  the 
Record  be  held  open  throughout  the 
remainder  of  the  day  for  any  addition- 
al statements,  and  that  such  state- 
ments be  included  as  though  delivered 
at  the  time  of  introduction  of  the  bill. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2838 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  this 
Act  may  be  cited  as  the  "Georgia  Wilder- 
ness Act  of  1986". 

Sec.  2.  In  furtherance  of  the  purposes  of 
the  Wilderness  Act  (16  U.S.C.  1131-1136). 
the  following  lands  in  the  State  of  Georgia 
are  hereby  designated  as  wilderness  and. 
therefore,  as  components  of  the  National 
Wilderness  Preservation  System— 


(a)  certain  lands  in  the  Chattahoochee 
National  Forest.  Georgia,  which  comprise 
approximately  8,562  acres,  as  generally  de- 
picted on  a  map  entitled  "Raven  Cliffs  Wil- 
derness—Proposed," dated  September  1986, 
and  which  shall  be  known  as  the  Raven 
Cliffs  Wilderness; 

(b)  certain  lands  in  the  Chattahoochee 
National  Forest,  Georgia,  which  comprise 
approximately  10,924  acres,  as  generally  de- 
picted on  a  map  entitled  "BrasstowTi  Wilder- 
ness Proposed,"     dated 

1986,  and  which  shall  be  known  as  Bras- 
stown  Wilderness; 

(c)  certain  lands  in  the  Chattahoochee 
National  Forest.  Georgia,  which  comprise 
approximately  9.702  acres,  generally  depict- 
ed on  a  map  entitled  "Tray  Mountain  Wil- 
derness—Proposed," dated 

1986,  and  which  shall  be  known  as  the  Tray 
Mountain  Wilderness; 

(d)  certain  lands  in  the  Chattahoochee 
National  Forest,  Georgia,  which  comprise 
approximately  9.649  acres,  generally  depict- 
ed on  a  map  entitled  "Rich  Mountain  Wil- 
derness Proposed,"  dated 

1986.  and  which  shall  be  known  as  the  Rich 
Mountain  Wilderness;  and 

(e)  certain  lands  in  the  Chattahoochee 
National  Forest.  Gedrgia,  which  comprise 
approximately  2,940  acres,  as  generally  de- 
picted on  a  map  entitled  "Cohulta  Wilder- 
ness addition  Proposed."  dated 

1986.  and  which  is  hereby  incor- 
porated in  and  shall  t>e  part  of  the  Cohutta 
Wilderness  as  designated  by  Public  Law  93- 
622. 

Sec  3.  As  soon  as  practicable  after  enact- 
ment of  this  Act.  the  Secretary  of  Agricul- 
ture shall  file  a  map  and  legal  description  of 
each  wilderness  area  designated  by  this  Act 
with  the  Committee  on  Interior  and  Insular 
Affairs  and  the  Committee  on  Agriculture 
of  the  United  States  House  of  Representa- 
tives and  with  the  Committee  on  Agricul- 
ture, Nutrition,  and  Forestry  of  the  United 
States  Senate.  Each  such  map  and  descrip- 
tion shall  have  the  same  force  and  effect  as 
if  included  in  this  Act,  except  that  correc- 
tion of  clerical  and  typographical  errors  in 
each  such  map  and  description  shall  be  on 
file  and  available  for  public  inspection  in 
the  Office  of  the  Chief  of  the  Forest  Serv- 
ices. Department  of  Agriculture. 

Sec  4.  Subject  to  valid  existing  rights, 
each  wilderness  area  designated  by  this  Act 
shall  be  administered  by  the  Secretary  of 
Agriculture  in  accordance  with  the  provi- 
sions of  the  Wilderness  Act  governing  areas 
designated  by  that  Act  as  wilderness,  except 
that  any  reference  in  such  provisions  to  the 
effective  date  of  the  Wilderness  Act  shall  be 
deemed  to  be  a  reference  to  the  date  of  en- 
actment of  this  Act. 


By  Mr.  STAFFORD  (for  himself, 
Mr.  Chafee,  Mr.  Durenberger, 
Mr.    Mitchell,    Mr.    Burdick, 
Mr.  Hart,  Mr.  Moynihan,  Mr. 
Humphrey,     Mr.     Lautenberg, 
Mr.  Broyhill,  Mr.  Roth,  Mr. 
Baucus,  Mr.  Abdnor,  Mr.  Simp- 
son,  Mr.    Domenici,    and   Mr. 
Riegle  ): 
S.  2840.  A  bill  entitled  the    "Super- 
fund  Amendments   and   Reauthoriza- 
tion Act  of  1986  ";  ordered  held  at  the 
desk  until  close  of  business  on  Septem- 
ber 22,  1986. 
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SUPERFUND  AMENDMENTS  AND 
REAUTHORIZATION  ACT 

Mr.  STAFFORD.  Mr.  President,  I 
rise  to  introduce,  and  ask  to  be  held  at 
the  desk  until  close  of  business  today, 
September  19,  a  5-year,  $8.5  billion  ex- 
tension of  the  Superfund  law.  I  also 
ask  the  leadership  to  attempt  to  seek  a 
unanimous  consent  agreement  for  pas- 
sage of  this  bill,  with  no  amendments 
to  be  in  order. 

Other  Members  who  join  me  in  this 
proposal  include  Senators  Bentsen, 
Chafee,  Durenberger,  Mitchell,  Bur- 
dick.    Hart,    Moynihan,    Humphrey, 

liAUTENBESG,  BROYHILL,  ROTH,  BaUCUS, 

Abdnor,  Simpson,  and  Domenici. 

The  bill  is  identical  to  the  committee 
of  conference  bill  on  Superfund  reau- 
thorization that  was  agreed  to  by  the 
Senate  and  House  conferees  on  July 
31,  1986.  That  agreement  covers  the 
Superfund  Program. 

Unfortunately,  this  bill  contains  no 
tax  provisions  to  provide  special  fund- 
ing for  the  program.  That  is  because 
the  conferees  who  are  members  of  the 
House  Committee  on  Ways  and  Means 
and  the  Senate  Committee  on  Finance 
have  been  unable  to  agree  on  such  tax 
provisions.  I  deeply  regret  this  because 
it  means  the  Superfund  Program  will 
remain  comatose.  It  has  been  months 
since  any  new  cleanups  were  started  or 
old  ones  continued.  Meanwhile  Ameri- 
cans across  this  land  remain  at  risk 
from  the  hazards  of  poisonous  chemi- 
cal releases. 

Mr.  President,  2  years  ago  I  feared 
this  would  happen  and  even  predicted 
that  it  might.  I  urged  at  that  time  in 
the  strongest  terms  that  the  adminis- 
tration and  the  Congress  come  to  grips 
with  the  difficult  and  controversial 
issues  surrounding  the  Superfund  Pro- 
gram. 

My  pleas  went  unheeded. 

Indeed,  the  administration  success- 
fully prevented  congressional  action 
during  1984.  It  is  no  secret  that  the  ad- 
ministration opposition  helped  to 
block  Senate  action  on  Superfund. 
The  Congress  ended  without  action  on 
a  Superfund  reauthorization  and  the 
thousands  of  hours  of  work  invested  in 
Superfund  by  Members  of  the  Con- 
gress were  wasted.  The  Superfund  ex- 
tension died. 

So,  we  began  again.  We  scheduled 
hearings  for  February  of  1985.  The  ad- 
ministrator of  the  Environmental  Pro- 
tection Agency,  acting  on  behalf  of  the 
administration,  asked  that  the  hear- 
ings be  canceled.  The  Senate  Commit- 
tee on  Environment  and  Public  Works 
refused.  We  went  forward  and  report- 
ed a  bill  to  extend  Superfund.  That 
bills  was  S.  51  and  it  was  reported  fa- 
vorably on  March  7.  1985,  and  was  re- 
ferred to  the  Finance  Committee. 

The  Finance  Committee  did  not  act 
immediately.  The  administration 
sought,  and -received,  a  delay. 

When  the  Finance  Committee  re- 
ported a  bill  on  May  23.  1985.  the  bill 


did  not  go  immediately  to  the  floor.  It 
was  sequentially  referred  to  the  Com- 
mittee on  Judiciary  at  the  request  of 
that  committee.  The  bill  was  dis- 
charged on  June  14.  1985,  with  that 
committee  having  taken  no  formal 
action  on  the  bill. 

The  bill  was  available  for  Senate 
consideration  during  June,  July, 
August,  and  early  September  of  last 
year.  Despite  several  requests  for  con- 
sideration, the  bill  was  not  scheduled 
for  action. 

Instead,  it  was  not  until  September 
17,  1985,  1  year  ago,  that  the  Senate 
began  debate.  The  bill  was  passed  by 
the  Senate  by  a  rollcall  vote  of  86  to 
13  on  September  24,  1985,  some  week 
before  the  tax-supported  Superfund 
expired. 

Because  the  tax  that  financed  the 
Superfund  Program  expired  on  Sep- 
tember 30,  1985,  this  Senator  and 
others  sought  to  win  passage  of  a 
short-term  funding  extension.  The  ad- 
ministration opposed  that  idea  and  it 
failed. 

Later,  this  Senator  sought  to  pass  a 
long-term  funding  extension.  The  ad- 
ministration also  opposed  that,  and  it 
failed. 

The  bill  languished  in  the  House 
until  December.  The  program  had  no 
new  money,  so  when  the  reconciliation 
bill  became  available  as  a  vehicle  for 
funding,  this  Senator  and  other  mem- 
bers of  the  committee  urged  that  the 
Committee  on  Finance  and  other  con- 
ferees agreed  to  a  5-year  funding  ex- 
tension for  the  program. 

The  conferees  did.  but  not  quite.  An 
amendment  was  added,  but  money  for 
Superfund  would  have  become  avail- 
able only  after  the  nontax  conferees 
reached  agreement.  Despite  the  con- 
troversy which  surrounded  the  Super- 
fund  tax  during  the  closing  days  of 
the  last  session,  the  press,  the  public 
and  the  majority  of  the  Congress  lost 
sight  of  that  fact.  The  amendment 
provided  not  one  penny  of  immediate 
funding  for  the  program. 

But  that  is  an  academic  point.  The 
administration  opposed  the  measure, 
taking  the  position  that  the  pressure 
would  be  removed  from  the  nontax 
conferees  if  funding  were  provided. 
The  amendment  died. 

When  the  second  session  of  the  Con- 
gress began,  the  administration  con- 
tinued its  opposition  to  even  short- 
term  funding  for  the  program  until 
late  March,  when  it  finally  relented. 

A  90-day  emergency  appropriation 
from  general  revenues  was  approved 
by  the  House  and  the  Senate  only 
hours  before  we  left  for  the  Easter 
recess.  Much  of  the  credit  for  that  ex- 
tension properly  belongs  to  Represent- 
ative Jamie  Whitten,  chairman  of  the 
House  Appropriations  Committee,  who 
listened  late  one  evening  to  the  pleas 
of  this  Senator  and  responded  by 
adding  the  money  to  the  continuing 
resolution. 


By  this  time,  the  committee  of  con- 
ference had  begun  to  work  in  earnest 
on  the  differing  bills  on  Superfund  be- 
tween the  House  and  Senate.  The 
nontax  conferees  were  meeting  regu- 
larly and  making  some  progress.  But 
the  going  was  slow.  The  side-by-side 
comparison  of  the  two  bills  was  more 
than  a  thousand  pages  in  length  and  it 
told  of  many  thousand  of  differences 
between  the  two  bills. 

Again,  members  of  the  nontax  con- 
ference wrote  to  and  spoke  with  the 
tax  conferees,  reporting  on  our  deci- 
sions and  urging  them  to  meet. 

Time  came  and  went.  A  second  emer- 
gency funding  extension  was  passed  in 
mid-August.  The  money  provided  by 
that  extension  was  only  enough  to 
keep  power  supplied  to  the  respirator 
that  is  keeping  Superfund  at  the  mini- 
mum survival  level.  Even  that  money 
runs  out  in  11  days,  on  October  1, 
1986. 

For  nearly  2'/2  years,  the  overwhelm- 
ing majority  of  the  members  of  the 
Senate  Committee  on  Environment 
and  Public  Works  have  pressed  our- 
selves, other  Members  of  Congress  and 
the  administration  to  join  in  the  effort 
to  reauthorize  the  Superfund  Pro- 
gram. 

And,  for  nearly  2V2  years,  we  have 
been  frustrated  at  every  turn. 

I  know  of  no  other  task  we  could 
have  undertaken  or  any  other  effort 
we  could  have  made  that  would  have 
made  a  diffemce.  We  have  exhausted 
every  possibility,  made  every  plea,  so- 
licited every  interest.  Yet,  2  days  past 
1  year  since  the  Senate  acted,  and  vir- 
tually 2  years  since  the  bill  died  in  the 
last  Congress,  it  appears  we  have  ac- 
complished nothing. 

Meanwhile  Americans  across  this 
land  remain  at  risk  from  the  hazards 
known  to  all  of  us.  Yet  the  law  de- 
signed to  protect  Americans  from 
these  hazards  is  dying  a  slow— but 
sure— death. 

Swift  action  on  the  bill  I  introduce 
today  is  the  only  way  I  know  of  to  re- 
verse this  situation.  It  is  my  hope  that 
this  bill  will  pass  the  Senate  and  pass 
it  soon.  There  is  no  more  time  left  on 
the  clock  for  the  Senate,  for  the 
House,  for  the  administration  or  for 
the  public. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  bill  and  a  summary  be 
printed  in  the  Record. 
S.  2840 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 
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Sec.  101. 

Sec.  102. 

Sec.  103. 

Sec.  104. 

Sec.  105. 

Sec.  106. 

Sec.  107. 

Sec.  108. 

Sec.  109. 

Sec.  110. 

Sec.  111. 

Sec.  112. 

Sec.  113. 

Sec.  114. 

Sec.  lis. 

Sec.  116. 

Sec.  117. 

Sec.  118. 

Sec.  119. 

Sec.  120. 

Sec.  121. 

Sec.  122. 

Sec.  123. 

Sec.  124. 

Sec.  125. 

Sec.  126. 

Sec.  127. 


Amendments  to  definitions. 

Reportable  quantities. 

Notices;  penalties. 

Response  authorities. 

National  contingency  plan. 

Reimbursement 

Liability. 

Financial  responsibility. 

Penalties. 

Health-related  authorities. 

Uses  of  fund. 

Claims  procedure. 

Litigation,       jurisdiction, 


and 


Sec. 
Sec. 


venue. 

Relationship  to  other  law. 

Delegation;  regulations. 

Schedules. 

Public  participation. 

Miscellaneous  provisions. 

Response  action  contractors. 

Federal  facilities. 

Cleanup  standards. 

Settlements. 

Reimbursement    to    local    govern- 
ments. 

Methane  recovery. 

Certain  special  study  wastes. 

Worker  protection  standards. 

Liability  limits  for  ocean  inciner- 
ation vessels. 
TITLE  II-MISCELLANEOUS 
PROVISIONS 
Sec.  201.  Post-closure      liability      program 
study,  report  to  Congress,  and 
suspension    of  liability    trans- 
fers. 
Sec.  202.  Hazardous    materials    transporta- 
tion. 

203.  State  procedural  reform. 

204.  Conforming  amendment  to  fund- 

ing provisions. 

Sec.  205.  Cleanup  of  petroleum  from  leaking 
underground  storage  tanks. 

Sec.  206.  Citizens  suits. 

Sec.  207.  Indian  tribes. 

Sec.  208.  Insurability  study. 

Sec.  209.  Research,  development,  and  dem- 
onstration. 

210.  Pollution  liability  insurance. 

211.  Department    of   Defense    environ- 

mental restoration  program. 
Sec.  212.  Oversight   and   reporting   require- 
ments. 
Sec.  213.  Love  Canal  property  acquisition. 
TITLE  III-EMERGENCY  PLANNING  AND 

COMMUNITY  RIGHT-TO-KNOW 
Sec.  300.  Short  title;  table  of  contents. 
Subtitle  A— Emergency  Planning  and 
Notification 

301.  Establishment  of  State  commis- 
sions, planning  districts,  and 
local  committees. 

302.  Substances  and  facilities  covered 
and  notification. 

303.  Comprehensive  emergency  re- 
sponse plans. 

304.  Emergency  notification. 

305.  Emergency  training  and  review  of 

emergency  systems. 
Subtitle  B— Reporting  Requirements 

Sec.  311.  Material  safety  data  sheets. 

Sec.  312.  Emergency  and  hazardous  chemi- 
cal inventory  forms. 

Sec.  313.  Toxic  chemical  release  forms. 
Subtitle  C— General  Provisions 

Sec.  321.  Relationship  to  other  law. 

Sec.  322.  Trade  secrets. 

Sec.  323.  Provision  of  information  to  health 
professionals,  doctors,  and 
nurses. 


Sec. 
Sec. 


Sec. 


Sec. 

Sec. 

Sec. 
Sec. 


Sec. 
Sec. 


Sec. 
Sec. 


325. 


324.  Public  availability  of  plans,  data 
sheets,  forms,  and  followup  no- 
tices. 
EnJorcemenL 
326.  Civil  Actions. 
Sec.  327.  Exemption. 
Sec.  328.  Regulations. 

329.  Definitions. 

330.  Authorization  of  appropriations. 
TITLE  IV-RADON  GAS  AND  INDOOR  AIR 

QUALITY  RESEARCH 
Sec.  401.  Short  title. 
Sec.  402.  Findings. 
Sec.  403.  Radon  gas  and  indoor  air  quality 

research  program. 
Sec.  404.  Construction  of  title. 
Sec.  405.  Authorizations. 

SBC.  2.  CERCLA  ASD  ADMI.MSTRATOR. 

As  used  in  this  Act— 

(II  CERCLA.— The  term  "CERCLA"  means 
the  Comprehensive  Environmental  Re- 
sponse, Compensation,  and  Liability  Act  of 
1980  142  U.S.C.  9601  et  seq.K 

(2)  Administrator.— The  term  "Adminis- 
trator" means  the  Administrator  of  the  En- 
vironmental Protection  Agency. 

SEC.  3.  LIMITATIOS  OS  COSTRACT  ASD  BORROWISG 
AITHORITY. 

Any  authority  provided  by  this  Act,  in- 
cluding any  amendment  made  by  this  Act,  to 
enter  into  contracts  to  obligate  the  United 
States  or  to  incur  indebtedness  for  the  re- 
payment of  which  the  United  States  is  liable 
shall  be  effective  only  to  such  extent  or  in 
such  amounts  as  are  provided  in  appropria- 
tion Acts. 

SBC.  4.  EFFECTIVE  DATE. 

Except  as  otherwise  specified  in  section 
12Kb)  of  this  Act  or  in  any  other  provision 
of  titles  I.  II,  III,  and  IV  of  this  Act.  the 
amendments  made  by  titles  I  through  IV  of 
this  Act  shall  take  effect  on  the  enactment  of 
this  Act. 

TITLE    I-PROVISIONS   RELATING   PRI- 
MARILY  TO   RESPONSE  AND   LIABIL- 
ITY 
SEC.  101.  A.HB\D.HE.\TS  TO  DEFI.MTIOSS 

(a)  Indian  Tribe.— Paragraph  1I61  of  sec- 
tion 101  of  CERCLA  (defining  "natural  re- 
sources") is  amended  by  striking  "or"  the 
last  time  it  appears  and  inserting  before  the 
punctuation  at  the  end  thereof  the  follow- 
ing; ",  any  Indian  tribe,  or.  if  such  resources 
are  subject  to  a  trust  restriction  on  alien- 
ation, any  member  of  an  Indian  tribe". 

(b)  State  or  Local  Government  Limita- 
TiON.— Paragraph  (20)  of  section  101  of 
CERCLA  (defining  "owner  or  operator")  is 
amended  as  follows; 

(1)  Add  the  following  new  subparagraph  at 
the  end  thereof; 

"(D)  The  term  'owner  or  operator'  does  not 
include  a  unit  of  State  or  local  government 
which  acquired  ownership  or  control  invol- 
untarily through  bankruptcy,  tax  delinquen- 
cy, abandonment,  or  other  circumstances  in 
which  the  government  involuntarily  ac- 
quires title  by  virtue  of  its  function  as  sover- 
eign. The  exclusion  provided  under  this 
paragraph  shall  not  apply  to  any  State  or 
local  government  which  has  caused  or  con- 
tributed to  the  release  or  threatened  release 
of  a  hazardous  substance  from  the  facility, 
and  such  a  State  or  local  government  shall 
be  subject  to  the  provisions  of  this  Act  in  the 
same  manner  and  to  the  same  extent,  both 
procedurally  and  substantively,  as  any  non- 
governmental entity,  including  liability 
under  section  107. ". 

(2)  Amend  clause  (Hi)  of  subparagraph  (A) 
to  read  as  follows;  "(Hi)  in  the  case  of  any 
facility,  title  or  control  of  which  was  con- 


veyed due  to  bankruptcy,  foreclosure,  tax  de- 
linquency, abandonment,  or  similar  means 
to  a  unit  of  State  or  local  government,  any 
person  who  owned,  operated,  or  otherwise 
controlled  activities  at  such  facility  imme- 
diately beforehand. ". 

(3)  Capitalize  the  first  word  of  subpara- 
graphs (B)  and  (C)  and  substitute  a  period 
for  the  semicolon  at  the  end  of  subpara- 
graphs (A).  (B),  and  (C). 

(c)  Release.— Paragraph  (22 f  of  section 
101  of  CERCLA  (defining  "release")  is 
amended  by  inserting  after  "environment" 
the  following;  "(including  the  abandonment 
or  discarding  of  barrels,  containers,  and 
other  closed  receptacles  containing  any  haz- 
ardous substance  or  pollutant  or  contami- 
nant)". 

(d)  Remedial  Action.— Paragraph  (24)  of 
section  101  of  CERCLA  (defining  "remedy" 
and  "remedial  action")  is  amended  as  fol- 
lows; 

(1)  Strike  "welfare.  The  term  does  not  in- 
clude offsite  transport "  and  all  that  follows 
down  through  the  semicolon  at  the  end  of 
such  paragraph  and  insert  "welfare;  the 
term  includes  offsite  transport  and  offsite 
storage,  treatment  destruction,  or  secure 
disposition  of  hazardous  substances  and  as- 
sociated contaminated  materials. ". 

(2)  Strike  "or"  before  "contaminated  ma- 
terials" and  insert"and  associated". 

(e)  Response.— Section  101(25)  of  CERCLA 
(defining  "respond"  and  "response")  is 
amended  by  inserting  at  the  end  thereof  the 
following;  ",  all  such  terms  (including  the 
terms  'removal'  and  'remedial  action')  in- 
clude enforcement  activities  related  there- 
to. ". 

(f)  Additional  DEFtNiTioNS.—Section  101  of 
CERCLA  is  amended  by  striking  out  ";  and" 
at  the  end  of  paragraph  (31)  and  substitut- 
ing a  period,  by  changing  the  semicolons  at 
the  end  of  paragraphs  (1)  through  (29)  to  pe- 
riods, by  inserting  "The  term"  at  the  begin- 
ning of  paragraphs  (1)  through  (22)  and 
paragraphs  (28)  and  (31).  by  inserting  "The 
terms"  at  the  beginning  of  paragraphs  (23) 
through  (27)  and  paragraphs  (29). (30).  and 
(32)  by  striking  out  ".  the  term"  in  the  mate- 
rial preceding  paragraph  (1).  and  by  adding 
the  following  new  paragraphs  at  the  end 
thereof; 

"(33)  The  term  pollutant  or  contaminant' 
shall  include,  but  not  be  limited  to,  any  ele- 
ment substance,  compound,  or  mixture,  in- 
cluding disease-causing  agents,  which  after 
release  into  the  environment  and  upon  expo- 
sure, ingestion,  inhalation,  or  assimilation 
into  any  organism,  either  directly  from  the 
environment  or  indirectly  by  ingestion 
through  food  chains,  will  or  may  reasonably 
be  anticipated  to  cause  death,  disease,  be- 
havioral abnormalities,  cancer,  genetic  mu- 
tation, physiological  malfunctions  (includ- 
ing malfunctions  in  reproduction)  or  physi- 
cal deformations,  in  such  organisms  or  their 
offspring;  except  that  the  term  'pollutant  or 
contaminant'  shall  not  include  petroleum, 
including  crude  oil  or  any  fraction  thereof 
which  is  not  otherwise  specifically  listed  or 
designated  as  a  hazardous  substance  under 
subparagraphs  (A)  through  (F)  of  paragraph 
(14)  and  shall  not  include  natural  gas,  lique- 
fied natural  gas.  or  synthetic  gas  of  pipeline 
quality  (or  mixtures  of  natural  gas  and  such 
synthetic  gas). 

"(34)  The  term  'alternative  water  supplies' 
includes,  but  is  not  limited  to,  drinking 
water  and  household  water  supplies. 

"(35)(A)  The  term  contractual  relation- 
ship', for  the  purpose  of  section  107(b)(3i.  in- 
cludes, but  is  not  limited  to,  land  contracts, 
deeds  or  other  instruments  transferring  title 
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or  possession,  unless  the  real  property  on 
which  the  facility  concerned  is  located  was 
acquired  by  the  defendant  after  the  disposal 
or  placement  of  the  hazardous  substance  on, 
in,  or  at  the  facility,  and  one  or  more  of  the 
circumstances  described  in  clause  li),  liii.  or 
(Hi)  is  also  established  by  the  defendant  by  a 
preponderance  of  the  evidence: 

"til  At  the  time  the  defendant  acquired  the 
facility  the  defendant  did  not  know  and  had 
no  reason  to  know  that  any  hazardous  sub- 
stance which  is  the  subject  of  the  release  or 
threatened  release  was  disposed  of  on,  in,  or 
at  the  facility. 

"Hi)  The  defendant  is  a  government  entity 
which  acquired  the  facility  by  escheat,  or 
through  any  other  involuntary  transfer  or 
acquisition,  or  through  the  exercise  of  emi- 
nent domain  authority  by  purchase  or  con- 
demnation. 

"(Hi)  The  defendant  acquired  the  facility 
by  inheritance  or  bequest. 
In  addition  to  establishing  the  foregoing. 
the  defendant  must  establish  that  he  has  sat- 
isfied the  requirements  of  section  107(b)(3) 
(a)  and  (b). 

"(B)  To  establish  that  the  defendant  had 
no  reason  to  know,  as  provided  in  clause  (it 
of  subparagraph  (A)  of  this  paragraph,  the 
defendant  must  have  undertaken,  at  the 
time  of  acquisition,  all  appropriate  inquiry 
into  the  previous  ownership  and  uses  of  the 
property  consistent  with  good  commercial 
or  customary  practice  in  an  effort  to  mini- 
mise liability.  For  purposes  of  the  preceding 
sentence  the  court  shall  take  into  account 
any  specialized  knowledge  or  experience  on 
the  part  of  the  defendant,  the  relationship  of 
the  purchase  price  to  the  value  of  the  proper- 
ty if  uncontaminated.  commonly  known  or 
reasonably  ascertainable  information  about 
the  property,  the  obviousness  of  the  presence 
or  likely  presence  of  contamination  at  the 
property,  and  the  ability  to  detect  such  con- 
tamination by  appropriate  inspection. 

"(Ci  Nothing  in  this  paragraph  or  in  sec- 
tion 107(b)(3)  shall  dimmish  the  liability  of 
any  previous  owner  or  operator  of  such  fa- 
cility who  would  otherwise  be  liable  under 
this  Act.  Notwithstanding  this  paragraph,  if 
the  defendant  obtained  actual  knowledge  of 
the  release  or  threatened  release  of  a  hazard- 
ous substance  at  such  facility  when  the  de- 
fendant owned  the  real  property  and  then 
subsequently  transferred  ownership  of  the 
property  to  another  person  without  disclos- 
ing such  knowledge,  such  defendant  shall  be 
treated  as  liable  under  section  107(ai(l)  and 
no  defense  under  section  107(b)(3)  shall  be 
available  to  such  defendant. 

"(Di  Nothing  in  this  paragraph  shall 
affect  the  liability  under  this  Act  of  a  de- 
fendant who.  by  any  act  or  omission,  caused 
or  contributed  to  the  release  or  threatened 
release  of  a  hazardous  substance  which  is 
the  subject  of  the  action  relating  to  the  facil- 
ity. 

"(36)  The  term  'Indian  tribe'  means  any 
Indian  tribe,  band,  nation,  or  other  orga- 
nized group  or  community,  including  any 
Alaska  Native  village  but  not  including  any 
Alaska  Native  regional  or  village  corpora- 
tion, which  is  recognized  as  eligible  for  the 
special  programs  and  services  provided  by 
the  United  States  to  Indians  because  of  their 
status  as  Indians. ". 

SEC.  162.  REPDRTABLE  QIASTITIES. 

Section  102(a)  of  CERCLA  is  amended  by 
adding  at  the  end  thereof  the  following  new 
sentences:  "For  all  hazardous  substances  for 
which  proposed  regulations  establishing  re- 
portable quantities  were  published  in  the 
Federal  Register  under  this  subsection  on  or 
before    March    1,    1986.    the   Administrator 


shall  promulgate  under  this  subsection  final 
regulations  establishing  reportable  quanti- 
ties not  later  than  December  31.  1986.  For  all 
hazardous  substances  for  which  proposed 
regulations  establishing  reportable  quanti- 
ties were  not  published  in  the  Federal  Regis- 
ter under  this  subsection  on  or  before  March 
1.  1986.  the  Administrator  shall  publish 
under  this  subsection  proposed  regulations 
establishing  reportable  quantities  not  later 
than  December  31.  1986.  and  promulgate 
final  regulations  under  this  subsection  es- 
tablishing reportable  quantities  not  later 
than  April  30.  1988.". 

SEC.  193.  .MtTICES;  PESALTIES. 

Section  103(b)  of  CERCLA  is  amended  by 
striking  out  "paragraph"  in  the  last  sen- 
tence and  insenting  in  lieu  thereof  "subsec- 
tion" and  by  adjusting  the  left  hand  margin 
of  the  text  of  such  subsection  following  "fed- 
erally permitted  release."  the  third  place  it 
appears  so  that  there  is  no  indentation  of 
such  text. 

SEC.  104.  RESPt)SSE  MTHORITIES. 

(a)  Response  by  Potentially  Responsible 
Parties:  Public  Health  Threats.— Section 
104(a)(1)  of  CERCLA  is  amended  by  striking 
".  unless  the  President  determines"  and  all 
that  follows  down  through  "party."  and  in- 
serting a  period  and  the  following:  "When 
the  President  determines  that  such  action 
will  be  done  properly  and  promptly  by  the 
owner  or  operator  of  the  facility  or  vessel  or 
by  any  other  responsible  party,  the  President 
may  allow  such  person  to  carry  out  the 
action,  conduct  the  remedial  investigation, 
or  conduct  the  feasibility  study  in  accord- 
ance with  section  122.  No  remedial  investi- 
gation or  feasibility  study  (RI/FS)  shall  be 
authorized  except  on  a  determination  by  the 
President  that  the  party  is  qualified  to  con- 
duct the  RI/FS  and  only  if  the  President 
contracts  with  or  arranges  for  a  qualified 
person  to  assist  the  President  in  overseeing 
and  reviewing  the  conduct  of  such  RI/FS 
and  if  the  responsible  party  agrees  to  reim- 
burse the  Fund  for  any  cost  incurred  by  the 
President  under,  or  in  connection  with,  the 
oversight  contract  or  arrangement.  In  no 
event  shall  a  potentially  responsible  party  be 
subject  to  a  lesser  standard  of  liability,  re- 
ceive preferential  treatment,  or  in  any  other 
way.  whether  direct  or  indirect,  benefit  from 
any  such  arrangements  as  a  response  action 
contractor,  or  as  a  person  hired  or  retained 
by  such  a  response  action  contractor,  with 
respect  to  the  release  or  facility  in  question. 
The  President  shall  give  primary  attention 
to  those  releases  which  the  President  deems 
may  present  a  public  health  threat.  ". 

(b)  Removal  Action.— Section  104(a)(2)  of 
CERCLA  is  amended  to  read  as  follows: 

"(2)  Removal  Action.— Any  removal  action 
undertaken  by  the  President  under  this  sub- 
section (or  by  any  other  person  referred  to  in 
section  122)  should,  to  the  extent  the  Presi- 
dent deems  practicable,  contribute  to  the  ef- 
ficient performance  of  any  long  term  reme- 
dial action  with  respect  to  the  release  or 
threatened  release  concerned. ". 

(c)  Limitations  on  Response.— Section 
104(a)  of  CERCLA  is  further  amended  by 
adding  after  paragraph  (2)  the  following 
new  paragraphs: 

"(3)  Limitations  on  Response.— The  Presi- 
dent shall  not  provide  for  a  removal  or  re- 
medial action  under  this  section  in  response 
to  a  release  or  threat  of  release— 

"(A)  of  a  naturally  occurring  substance  in 
its  unaltered  form,  or  altered  solely  through 
naturally  occurring  processes  or  phenom- 
ena, from  a  location  where  it  is  naturally 
found; 


"(B)  from  products  which  are  part  of  the 
structure  of.  and  result  in  exposure  within, 
residential  buildings  or  business  or  commu- 
nity structures;  or 

"(C)  into  public  or  private  drinking  water 
supplies  due  to  deterioration  of  the  system 
through  ordinary  use. 

"(4)  Exception  to  Limitations.— Notwith- 
standing paragraph  (3)  of  this  subsection,  to 
the  extent  authorized  by  this  section,  the 
President  may  respond  to  any  release  or 
threat  of  release  if,  in  the  President's  discre- 
tion, it  constitutes  a  public  health  or  envi- 
ronmental emergency  and  no  other  person 
with  the  authority  and  capability  to  re- 
spond to  the  emergency  will  do  so  in  a 
timely  manner.". 

(d)  Coordination  of  Investigations.— Sec- 
tion 104(b)  of  CERCLA  is  amended  by  in- 
serting "(1)  Information;  Studies  and  Inves- 
tigations.—" after  "(b)"  and  by  adding  at 
the  end  thereof  the  following  new  paragraph: 

"(2)  Coordination  of  Investigations.— The 
President  shall  promptly  notify  the  appro- 
priate Federal  and  State  natural  resource 
trustees  of  potential  damages  to  natural  re- 
sources resulting  from  releases  under  inves- 
tigation pursuant  to  this  section  and  shall 
seek  to  coordinate  the  assessments,  investi- 
gations, and  planning  under  this  section 
with  such  Federal  and  State  trustees. ". 

(e)  Initial  Obligation  of  Fund.— 

(1)  Limitation.— Section  104(c)(1)  of 
CERCLA     is     amended     by     striking     out 

'$1,000,000"  and  "six  months"  and  inserting 
in  lieu  thereof  $2,000,000"  and  "12 
months",  respectively. 

(2)  Continued  response.— Section  104(c)(1) 
of  CERCLA  is  amended  by  inserting  before 
"obligations"  the  following:  "or  (C)  contin- 
ued response  action  is  otherwise  appropri- 
ate and  consistent  with  the  remedial  action 
to  be  taken  ". 

(f)  Facilities  Owned  and  Operated  by 
States.— Paragraph  (3)  of  section  104(c)  of 
CERCLA  is  amended  by  striking  out  "(ii)  at 
least"  and  all  that  follows  through  the 
period  at  the  end  thereof  and  inserting  "(ii) 
SO  percent  (or  such  greater  amount  as  the 
President  may  determine  appropriate, 
taking  into  account  the  degree  of  responsi- 
bility of  the  State  or  political  subdivision 
for  the  release)  of  any  sums  expended  in  re- 
sponse to  a  release  at  a  facility,  that  was  op- 
erated by  the  State  or  a  political  subdivision 
thereof,  cither  directly  or  through  a  contrac- 
tual relationship  or  otherwise,  at  the  time  of 
any  disposal  of  hazardous  substances  there- 
in. For  the  purpose  of  clause  (ii)  of  this  sub- 
paragraph, the  term  'facility'  does  not  in- 
clude navigable  waters  or  the  beds  underly- 
ing those  waters. ". 

(g)  Cross  Reference  to  Cleanup  Stand- 
ards.— Section  104(c)(4)  of  CERCLA  is 
amended  to  read  as  follows: 

"(4)  Selection  of  Remedial  Action.— The 
President  shall  select  remedial  actions  to 
carry  out  this  section  in  accordance  with 
section  121  of  this  Act  (relating  to  cleanup 
standards). ". 

(hi  State  Credits.— Section  104(c)  of 
CERCLA  is  amended  by  adding  the  follow- 
ing new  paragraph  after  paragraph  (4): 

"(5)  State  Credits.— 

"(A)  Granting  of  credit.— The  President 
shall  grant  a  State  a  credit  against  the  share 
of  the  costs,  for  which  it  is  responsible  under 
paragraph  (3)  with  respect  to  a  facility 
listed  on  the  National  Priorities  List  under 
the  National  Contingency  Plan,  for  amounts 
expended  by  a  State  for  remedial  action  at 
such  facility  pursuant  to  a  contract  or  coop- 
erative agreement  with  the  President.  The 
credit  under  this  paragraph  shall  be  limited 
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to  those  State  expenses  which  the  President 
determines  to  be  reasonable,  documented, 
direct  out-ofpocket  expenditures  of  non- 
Federal  funds. 

"(B)  Expenses  before  listing  or  agree- 
MENT.—The  credit  under  this  paragraph  shall 
include  expenses  for  remedial  action  at  a  fa- 
cility incurred  before  the  listing  of  the  facili- 
ty on  the  National  Priorities  List  or  before  a 
contract  or  cooperative  agreement  is  entered 
into  under  subsection  (d)  for  the  facility  if— 

"(iJ  after  such  expenses  are  incurred  the 
facility  is  listed  on  such  list  and  a  contract 
or  cooperative  agreement  is  entered  into  for 
the  facility,  and 

"(iiJ  the  President  determines  that  such 
expenses  would  have  been  credited  to  the 
State  under  subparagraph  (A)  had  the  ex- 
penditures been  made  after  listing  of  the  fa- 
cility on  such  list  and  after  the  date  on 
which  such  contract  or  cooperative  agree- 
ment is  entered  into. 

"(C)  Response  actions  between  ma  and 
1980.— The  credit  under  this  paragraph  shall 
include  funds  expended  or  obligated  by  the 
State  or  a  political  subdivision  thereof  after 
January  1,  1978,  and  before  December  11, 
1980,  for  cost-eligible  response  actions  and 
claims  for  damages  compensable  under  sec- 
tion 111. 

"(D)  State  expenses  after  December  n, 

1980,  IN  EXCESS  OF  10  PERCENT  OF  COSTS.  — The 

credit  under  this  paragraph  shall  include  90 
percent  of  State  expenses  incurred  at  a  facil- 
ity owned,  but  not  operated,  by  such  Stale  or 
by  a  political  subdivision  thereof.  Such 
credit  applies  only  to  expenses  incurred  pur- 
suant to  a  contract  or  cooperative  agree- 
ment under  subsection  (d)  and  only  to  ex- 
penses incurred  after  December  11,  1980,  but 
before  the  date  of  the  enactment  of  this 
paragraph. 

"(E)  ITEM-BY-ITEM  APPROVAL.— In  the  case  of 
expenditures  made  after  the  dale  of  the  en- 
actment of  this  paragraph,  the  President 
may  require  prior  approval  of  each  item  of 
expenditure  as  a  condition  of  granting  a 
credit  under  this  paragraph. 

"(F>  Use  of  credits.— Credits  granted 
under  this  paragraph  for  funds  expended 
with  respect  to  a  facility  may  be  used  by  the 
State  to  reduce  all  or  part  of  the  share  of 
costs  otherwise  required  to  be  paid  by  the 
State  under  paragraph  (3)  in  connection 
with  remedial  actions  at  such  facility.  If  the 
amount  of  funds  for  which  credit  is  allowed 
under  this  paragraph  exceeds  such  share  of 
costs  for  such  facility,  the  State  may  use  the 
amount  of  such  excess  to  reduce  all  or  part 
of  the  share  of  such  costs  at  other  facilities 
in  that  State.  A  credit  shall  not  entitle  the 
State  to  any  direct  payment.  ". 

(i)  Treatment  of  Certain  Activities  as 
Maintenance  or  Remedial  Action.— Section 
104(c)  of  CERCLA  is  amended  by  adding  the 
following  new  paragraphs  after  paragraph 
(5): 

"(€)  Operation  and  Maintenance.— For  the 
purposes  of  paragraph  (3)  of  this  subsection, 
in  the  case  of  ground  or  surface  water  con- 
tamination, completed  remedial  action  in- 
cludes the  completion  of  treatment  or  other 
measures,  whether  taken  onsite  or  offsite, 
necessary  to  restore  ground  and  surface 
water  quality  to  a  level  that  assures  protec- 
tion of  human  health  and  the  environment. 
With  respect  to  such  measures,  the  operation 
of  such  measures  for  a  period  of  up  to  10 
years  after  the  construction  or  installation 
and  commencement  of  operation  shall  be 
considered  remedial  action.  Activities  re- 
quired to  maintain  the  effectiveness  of  such 
measures  following  such  period  or  the  com- 
pletion of  remedial  action,  whichever  is  ear- 


lier, shall  be  considered  operation  or  main- 
tenance. 

"(7)  Limitation  on  Source  Of  Funds  For 
OaM.— During  any  period  after  the  avail- 
ability of  funds  received  by  the  Hazardous 
Substance  Superfund  established  under  sub- 
chapter A  of  chapter  98  of  the  Internal  Reve- 
nue Code  of  1954  from  tax  revenues  or  ap- 
propriations from  general  revenues,  the  Fed- 
eral share  of  the  payment  of  the  cost  of  oper- 
ation or  maintenance  pursuant  to  para- 
graph (3)(C)(i)  or  paragraph  (6)  of  this  sub- 
section (relating  to  operation  and  mainte- 
nance) shall  be  from  funds  received  by  the 
Hazardous  Substance  Superfund  from 
amounts  recovered  on  behalf  of  such  fund 
under  this  Act". 

(j)  Recontractinc.— Section  104(c)  of 
CERCLA  is  amended  by  adding  the  follow- 
ing new  paragraph  after  paragraph  (7): 

"(8)  REcoNTRACTiNG.-The  President  is  au- 
thorized to  undertake  or  continue  whatever 
interim  remedial  actions  the  President  de- 
termines to  be  appropriate  to  reduce  risks  to 
public  health  or  the  environment  where  the 
performance  of  a  complete  remedial  action 
requires  recontracting  because  of  the  discov- 
ery of  sources,  types,  or  quantities  of  hazard- 
ous substances  not  known  at  the  time  of 
entry  into  the  original  contract.  The  total 
cost  of  interim  actions  undertaken  at  a  fa- 
cility pursuant  to  this  paragraph  shall  not 
exceed  $2,000,000.". 

(kl  Siting.— Section  104(c)  of  CERCLA  is 
amended  by  adding  the  following  new  para- 
graph after  paragraph  (8): 

"(9)  Siting.— Effective  3  years  after  the  en- 
actment of  the  Superfund  Amendments  and 
Reauthorization  Act  of  1986,  the  President 
shall  not  provide  any  remedial  actions  pur- 
suant to  this  section  unless  the  State  in 
which  the  release  occurs  first  enters  into  a 
contract  or  cooperative  agreement  with  the 
President  providing  assurances  deemed  ade- 
quate by  the  President  that  the  State  will 
assure  the  availability  of  hazardous  waste 
treatment  or  disposal  facilities  which— 

"(A)  have  adequate  capacity  for  the  de- 
struction, treatment,  or  secure  disposition 
of  all  hazardous  wastes  that  are  reasonably 
expected  to  be  generated  within  the  State 
during  the  20-year  period  following  the  date 
of  such  contract  or  cooperative  agreement 
and  to  be  disposed  of,  treated,  or  destroyed. 

"(B)  ore  within  the  State  or  outside  the 
State  in  accordance  with  an  interstate 
agreement  or  regional  agreement  or  author- 
ity, 

"(C)  are  acceptable  to  the  President,  and 

"(D)  are  in  compliance  with  the  require- 
ments of  subtitle  C  of  the  Solid  Waste  Dis- 
posal Act". 

(I)  Cooperative  Agreements  With 
States.— Section  104(d)(1)  of  CERCLA  is 
amended  to  read  as  follows: 

"(1)  Cooperative  Agreements.- 

"(A)  State  applications.— A  State  or  politi- 
cal subdivision  thereof  or  Indian  tribe  may 
apply  to  the  President  to  carry  out  actions 
authorized  in  this  section.  If  the  President 
determines  that  the  State  or  political  subdi- 
vision or  Indian  tribe  has  the  capability  to 
carry  out  any  or  all  of  such  actions  in  ac- 
cordance with  the  criteria  and  priorities  es- 
tablished pursuant  to  section  105(a)(8)  and 
to  carry  out  related  enforcement  actions,  the 
President  may  enter  into  a  contract  or  coop- 
erative agreement  with  the  State  or  political 
subdivision  or  Indian  tribe  to  carry  out 
such  actions.  The  President  shall  make  a  de- 
termination regarding  such  an  application 
within  90  days  after  the  President  receives 
the  application. 

"(B)  Terms  AND  conditions.— A  contract  or 
cooperative  agreement  under  this  paragraph 


shall  be  subject  to  such  terms  and  conditions 
as  the  President  may  prescritte.  The  contract 
or  cooperative  agreement  may  cover  a  spe- 
cific facility  or  specific  facilities. 

"(C)  Reimbursements.— Any  State  which 
expended  funds  during  the  period  beginning 
September  30,  1985.  and  ending  on  the  date 
of  the  enactment  of  this  subparagraph  for 
response  actions  at  any  site  included  on  the 
National  Priorities  List  and  subject  to  a  co- 
operative agreement  under  this  Act  shall  be 
reimbursed  for  the  share  of  costs  of  such  ac- 
tions for  which  the  Federal  Government  is 
responsible  under  this  Act ". 

(m)  Information  Gathering  and  Access 
AuTHORrriES.— Section  104(e)  of  CERCLA  is 
amended  by  redesignating  paragraph  (2)  as 
paragraph  (7)  and  aligning  the  margin  of 
such  paragraph  with  paragraphs  (1)  through 
(6)  of  such  subsection,  by  inserting  "Confi- 
dentiality OF  INFORMATION.—"  before  "(A) 
Any  records",  by  staking  out  paragraph  (1). 
and  by  striking  out  "(e)"  and  inserting  in 
lieu  thereof  the  following: 

"(e)  Information  Gathering  and  Access.— 

"(1)  Action  authorized.— Any  officer,  em- 
ployee, or  representative  of  the  President, 
duly  designated  by  the  President,  is  author- 
ized to  take  action  under  paragraph  (2),  (3), 
or  (4)  (or  any  combination  thereof)  at  a 
vessel  facility,  establishment,  place,  proper- 
ty, or  location  or,  in  the  case  of  paragraph 

(3)  or  (4).  at  any  vessel  facility,  establish- 
ment, place,  property,  or  location  which  is 
adjacent  to  the  vessel  facility,  establish- 
ment, place,  property,  or  location  referred  to 
in  such  paragraph  (3)  or  (4).  Any  duly  desig- 
nated officer,  employee,  or  representative  of 
a  State  or  political  subdivision  under  a  con- 
tract or  cooperative  agreement  under  sub- 
section (did)  is  also  authorized  to  take  such 
action.  The  authority  of  paragraphs  (3)  and 

(4)  may  be  exercised  only  if  there  is  a  rea- 
sonable basis  to  believe  there  may  be  a  re- 
lease or  threat  of  release  of  a  hazardous  sub- 
stance or  pollutant  or  contaminant.  The  au- 
thority of  this  subsection  may  be  exercised 
only  for  the  purposes  of  determining  the 
need  for  response,  or  choosing  or  taking  any 
response  action  under  this  title,  or  otherwise 
enforcing  the  proinsions  of  this  title. 

"(2)  Access  to  information.— Any  officer, 
employee,  or  representative  described  in 
paragraph  (1)  may  require  any  person  who 
has  or  may  have  information  relevant  to 
any  of  the  following  to  furnish,  upon  reason- 
able notice,  information  or  documents  relat- 
ing to  such  matter: 

"(A)  The  identification,  nature,  and  quan- 
tity of  materials  which  have  been  or  are  gen- 
erated, treated,  stored,  or  disposed  of  at  a 
vessel  or  facility  or  transported  to  a  vessel 
or  facility. 

"(B)  The  nature  or  extent  of  a  release  or 
threatened  release  of  a  hazardous  substance 
or  pollutant  or  contaminant  at  or  from  a 
vessel  or  facility. 

"(C)  Information  relating  to  the  ability  of 
a  person  to  pay  for  or  to  perform  a  cleanup. 
In  addition,  upon  reasonable  notice,  such 
person  either  (i)  shall  grant  any  such  officer, 
employee,  or  representative  access  at  all  rea- 
sonable times  to  any  vessel  facility,  estab- 
lishment, place,  property,  or  location  to  in- 
spect and  copy  all  documents  or  records  re- 
lating to  such  matters  or  (ii)  shall  copy  and 
furnish  to  the  officer,  employee,  or  represent- 
ative all  such  documents  or  records,  at  the 
option  and  expense  of  such  person. 

"(3)  Entry.— Any  officer,  employee,  or  rep- 
resentative descrityed  in  paragraph  d)  is  au- 
thorized to  enter  at  reasonable  times  any  of 
the  following: 
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"I At  Any  vessel,  facility,  establishment,  or 
other  place  or  property  where  any  hazardous 
substance  or  pollutant  or  contaminant  may 
be  or  has  been  generated,  stored,  treated,  dis- 
posed of.  or  transported  from. 

"(BJ  Any  vessel,  facility,  establishment,  or 
other  place  or  property  from  which  or  to 
which  a  hazardous  substance  or  pollutant  or 
contaminant  has  been  or  may  have  been  re- 
leased. 

"lO  Any  vessel  facility,  establishment,  or 
other  place  or  property  where  such  release  is 
or  may  (>e  threatened. 

"(D)  Any  vessel,  facility.  establishmenL  or 
other  place  or  property  where  entry  is 
needed  to  determine  the  need  for  response  or 
the  appropriate  response  or  to  effectuate  a 
response  action  under  this  title. 

"14)  Inspection  and  samples.— 

"(A)  AuTHORrrv.—Any  officer,  employee  or 
representative  described  in  paragraph  (U  is 
authorized  to  inspect  and  obtain  samples 
from  any  vessel  facility,  establishment,  or 
other  place  or  property  referred  to  in  para- 
graph 13)  or  from  any  location  of  any  sus- 
pected hazardous  substance  or  pollutant  or 
contaminant.  Any  such  officer,  employee,  or 
representative  is  authorized  to  inspect  and 
obtain  samples  of  any  containers  or  labeling 
for  suspected  hazardous  substances  or  pol- 
lutants or  contaminants.  Each  such  inspec- 
tion shall  be  completed  with  reasonable 
promptness. 

"(B>  Samples.— If  the  officer,  employee,  or 
representative  obtains  any  samples,  before 
leaving  the  premises  he  shall  give  to  the 
owner,  operator,  tenanl  or  other  person  in 
charge  of  the  place  from  which  the  samples 
were  obtained  a  receipt  describing  the 
sample  obtained  and,  if  requested,  a  portion 
of  each  such  sample.  A  copy  of  the  results  of 
any  analysis  made  of  such  samples  shall  be 
furnished  promptly  to  the  owner,  operator, 
tenant  or  other  person  in  charge,  if  such 
person  can  be  located. 

"(5i  Compuance  orders.— 

"(A)  Issuance.— If  consent  is  not  granted 
regarding  any  request  made  by  an  officer, 
employee,  or  representative  under  para- 
graph (2),  (3),  or  14),  the  President  may  issue 
an  order  directing  compliance  with  the  re- 
quest. The  order  may  be  issued  after  such 
notice  and  opportunity  for  consultation  as 
is  reasonably  appropriate  under  the  circum- 
stances. 

"IB)  Compliance.— The  President  may  ask 
the  Attorney  General  to  commence  a  civil 
action  to  compel  compliance  with  a  request 
or  order  referred  to  in  subparagraph  (A/. 
Where  there  is  a  reasonable  basis  to  believe 
there  may  t>e  a  release  or  threat  of  a  release 
of  a  hazardous  substance  or  pollutant  or 
contaminant,  the  court  shall  take  the  follow- 
ing actions: 

"<i)  In  the  case  of  interference  with  entry 
or  inspection,  the  court  shall  enjoin  such  in- 
terference or  direct  compliance  with  orders 
to  prohibit  interference  with  entry  or  in- 
spection unless  under  the  circumstances  of 
the  case  the  demand  for  entry  or  inspection 
is  arbitrary  and  capricious,  an  abuse  of  dis- 
cretion, or  otherwise  not  in  accordance  with 
law. 

"Hil  In  the  case  of  information  or  docu- 
ment requests  or  orders,  the  court  shall 
enjoin  interference  with  such  information 
or  document  requests  or  orders  or  direct 
compliance  with  the  requests  or  orders  to 
provide  such  information  or  documents 
unless  under  the  circumstances  of  the  case 
the  demand  for  information  or  documents  is 
arbitrary  and  capricious,  an  abuse  of  discre- 
tion, or  othei^Hse  not  in  accordance  with 
law. 


The  court  may  assess  a  civil  penalty  not  to 
exceed  $25,000  for  each  day  of  noncompli- 
ance against  any  person  who  unreasonably 
fails  to  comply  with  the  provisions  of  para- 
graph 12)  13).  or  (4)  or  an  order  issued  pur- 
suant to  subparagraph  (A)  of  this  para- 
graph. 

"(6)  Other  authority. —Nothing  in  this 
subsection  shall  preclude  the  President  from 
securing  access  or  obtaining  information  in 
any  other  lawful  manner.  ". 

(n)  Basis  for  Withholding  Information.— 
Paragraph  (7)  of  section  104le)  of  CERCLA 
(formerly  paragraph  12).  as  redesignated  by 
subsection  (I)  of  this  section)  is  amended  by 
adding  the  following  new  subparagraphs  at 
the  end  thereof: 

"(E)  No  person  required  to  provide  infor- 
mation under  this  Act  may  claim  that  the 
information  is  entitled  to  protection  under 
this  paragraph  unless  such  person  shows 
each  of  the  following: 

"(i)  Such  person  has  not  disclosed  the  in- 
formation to  any  other  person,  other  than  a 
member  of  a  local  emergency  planning  com- 
mittee established  under  title  III  of  the 
Amendments  and  Reauthorization  Act  of 
1986.  an  officer  or  employee  of  the  United 
States  or  a  State  or  local  government  an 
employee  of  such  person,  or  a  person  who  is 
bound  by  a  confidentiality  agreement  and 
such  person  has  taken  reasonable  measures 
to  protect  the  confidentiality  of  such  infor- 
mation and  intends  to  continue  to  take  such 
measures. 

"(ii)  The  information  is  not  required  to  be 
disclosed,  or  otherwise  made  at^ailable,  to 
the  public  under  any  other  Federal  or  State 
law. 

"(Hi)  Disclosure  of  the  information  is 
likely  to  cause  substantial  harm  to  the  com- 
petitive position  of  such  person. 

"(iv)  The  specific  chemical  identity,  if 
sought  to  be  protected,  is  not  readily  discov- 
erable through  reverse  engineering. 

"(F)  The  following  information  with  re- 
spect to  any  hazardous  substance  at  the  fa- 
cility or  vessel  shall  not  be  entitled  to  pro- 
tection under  this  paragraph: 

"(i)  The  trade  name,  common  name,  or  ge- 
neric class  or  category  of  the  hazardous  sub- 
stance. 

"(ii)  TTie  physical  properties  of  the  sub- 
stance, including  its  boiling  point,  .melting 
point,  flash  point  specific  gravity,  vapor 
density,  solubility  in  water,  and  vapor  pres- 
sure at  20  degrees  Celsius. 

"(Hi)  The  hazards  to  health  and  the  envi- 
ronment posed  by  the  substance,  including 
physical  hazards  (such  as  explosion)  and  po- 
tential acute  and  chronic  health  hazards. 

"(iv)  The  potential  routes  of  human  expo- 
sure to  the  substance  at  the  facility,  estab- 
lishment place,  or  property  being  investi- 
gated, entered,  or  inspeated  under  this  sub- 
section. 

"(V)  The  location  of  disposal  of  any  waste 
stream. 

"(vi)  Any  monitoring  data  or  analysis  of 
monitori7ig  data  pertaining  to  disposal  ac- 
tivities. 

"(vii)  Any  hydrogeologic  or  geologic  data. 

"(viii)  Any  groundwater  monitoring 
data. ". 

(0)  Acquisition  OF  Property.— 

(1)  In  general.— Section  104  of  CERCLA  is 
amended  by  adding  the  following  new  sub- 
section at  the  end  thereof: 

"(j)  Acquisition  of  Property.— 

"(1)  Authority.— The  President  is  author- 
ized to  acquire,  by  purchase,  lease,  condem- 
nation, donation,  or  otherwise,  any  real 
property  or  any  interest  in  real  property 
that  the  President  in  his  discretion  deter- 


mines is  needed  to  conduct  a  remedial 
action  under  this  Act  There  shall  be  no 
cause  of  action  to  compel  the  President  to 
acquire  any  interest  in  real  property  under 
this  Act 

"(2)  State  assurance.— The  President  may 
use  the  authority  of  paragraph  (1)  for  a  re- 
medial action  only  if,  before  an  interest  in 
real  estate  is  acquired  under  this  subsection, 
the  State  in  which  the  interest  to  be  ac- 
quired is  located  assures  the  President 
through  a  contract  or  cooperative  agreement 
or  otherwise,  that  the  State  will  accept 
transfer  of  the  interest  following  completion 
of  the  remedial  action. 

"(3)  Exemption.— No  Federal  State,  or 
local  government  agency  shall  be  liable 
under  this  Act  solely  as  a  result  of  acquiring 
an  interest  in  real  estate  under  this  subsec- 
tion. ". 

SFA:  105.  .\.4TI0.\AL  CO.\TI.\GE.\Cr  PLA.V 

(a)  Subsection  (a)  of  Section  105.— Sec- 
tion 105  of  CERCLA  is  amended  as  follows: 

(1)  HEADiNO.—Insert  "(a)  Revision  and  Re- 
publication.-" after  "105. ". 

(2)  Hazard  ranking  system.— In  paragraph 
(SKA)  insert  the  following  after  "ecosys- 
tems, ":  "the  damage  to  natural  resources 
which  may  affect  the  human  food  chain  and 
which  is  associated  with  any  release  or 
threatened  release,  the  contamination  or  po- 
tential contamination  of  the  ambient  air 
which  is  associated  with  the  release  or 
threatened  release. ". 

(3)  National  priority  list.— In  paragraph 
(8)(B): 

(A)  Strike  out  "at  least  four  hundred  or'. 

(B)  Strike  out  "facilities  at  least"  and 
insert  in  lieu  thereof  "facilities", 

(C)  Insert  after  "in  such  State.  "  the  follow- 
ing: "A  State  shall  be  allowed  to  .designate 
its  highest  priority  facility  only  once. ". 

(4)  Conforming  amendment.— In  para- 
graph (9)  insert  after  "therefor"  the  follow- 
ing: "and  including  consideration  of  minor- 
ity firms  in  accordance  with  subsection  If)". 

(5)  Standards  and  procedures  for  innova- 
tive treatment  technologies.— Strike  out 
"and"  at  the  end  of  paragraph  (8).  strike  out 
the  period  at  the  end  of  paragraph  (9)  and 
insert  in  lieu  thereof  ";  and",  and  insert 
after  paragraph  (9)  the  following  new  para- 
graph: 

"(10)  standards  and  testing  procedures  by 
which  alternative  or  innovative  treatment 
technologies  can  be  determined  to  be  appro- 
priate for  utilization  in  response  actions  au- 
thorized by  this  Act ". 

(b)  New  Subsections.— Section  105  of 
CERCLA  is  amended  by  adding  the  follow- 
ing new  subsections  at  the  end  thereof: 

"(b)  Revision  of  Plan.— Not  later  than  18 
months  after  the  enactment  of  the  Super- 
fund  Amendments  and  Reauthorization  Act 
of  1986.  the  President  shall  revise  the  Na- 
tional Contingency  Plan  to  reflect  the  re- 
quirements of  such  amendments.  The  por- 
tion of  such  Plan  known  as  'the  National 
Hazardous  Substance  Response  Plan'  shall 
be  revised  to  provide  procedures  and  stand- 
ards for  remedial  actions  undertaken  pursu- 
ant to  this  Act  which  are  consistent  with 
amendments  made  by  the  Superfund  Amend- 
ments and  Reauthorization  Act  of  1986  re- 
lating to  the  selection  of  remedial  action. 

"(c)  Hazard  Ranking  System.— 

"(1)  Revision.— Not  later  than  18  months 
after  the  enactment  of  the  Superfund 
Amendments  and  Reauthorization  Act  of 
1986  and  after  publication  of  notice  and  op- 
portunity for  submission  of  comments  in  ac- 
cordance with  section  553  of  title  5.  United 
Slates  Code,  the  President  shall  by  rule  pro- 
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mulgate  amendments  to  the  hazard  ranking 
system  in  effect  on  September  1,  1984.  Such 
amendments  shall  assure,  to  the  maximum 
extent  feasible,  that  the  hazard  ranking 
system  accurately  assesses  the  relative 
degree  of  risk  to  human  health  and  the  envi- 
ronment posed  by  sites  and  facilities  subject 
to  review.  The  President  shall  establish  an 
effective  date  for  the  amended  hazard  rank- 
ing system  which  is  not  later  than  24 
months  after  enactment  of  the  Superfund 
Amendments  and  Reauthorization  Act  of 
1986.  Such  amended  hazard  ranking  system 
shall  be  applied  to  any  site  or  facility  to  be 
newly  listed  on  the  National  Priorities  List 
after  the  effective  date  established  by  the 
President.  Until  such  effective  date  of  the 
regulations,  the  hazard  ranking  system  in 
effect  on  September  1,  1984,  shall  continue 
in  full  force  and  effect 

"12)  Health  assessment  of  water  contami- 
nation RISKS.— In  carrying  out  this  subsec- 
tion, the  President  shall  ensure  that  the 
human  health  risks  associated  with  the  con- 
tamination or  potential  contamination 
(either  directly  or  as  a  result  of  the  runoff  of 
any  hazardous  substance  or  pollutant  or 
contaminant  from  sites  or  facilities)  of  sur- 
face water  are  appropriately  assessed  where 
such  surface  water  is,  or  can  be,  used  for 
recreation  or  potable  water  consumption.  In 
making  the  assessment  required  pursuant  to 
the  preceding  sentence,  the  President  shall 
take  into  account  the  potential  migration  of 
any  hazardous  substance  or  pollutant  or 
contaminant  through  such  surface  water  to 
downstream  sources  of  drinking  water. 

"(3)  Reevaluation  not  required.— The 
President  shall  not  be  required  to  reevaluate, 
after  the  date  of  the  enactment  of  the  Super- 
fund  Amendments  and  Reauthorization  Act 
of  1986,  the  hazard  ranking  of  any  facility 
which  was  evaluated  in  accordance  with  the 
criteria  under  this  section  before  the  effec- 
tive date  of  the  amendments  to  the  hazard 
ranking  system  under  this  subsection  and 
which  was  assigned  a  national  priority 
under  the  National  Contingency  Plan. 

"(4)  New  information.— Nothing  in  para- 
graph (3)  shall  preclude  the  President  from 
taking  new  information  into  account  in  un- 
dertaking response  actions  under  this  Act. 

"(d)  Petition  for  Assessment  of  Re- 
lease.—Any  person  who  is,  or  may  be,  affect- 
ed -by  a  release  or  threatened  release  of  a 
hazardous  substance  or  pollutant  or  con- 
taminant, may  petition  the  President  to 
conduct  a  preliminary  assessment  of  the 
hazards  to  public  health  and  the  environ- 
ment which  are  associated  with  such  release 
or  threatened  release.  If  the  President  has 
not  previously  conducted  a  preliminary  as- 
sessment of  such  release,  the  President  shall, 
within  12  months  after  the  receipt  of  any 
such  petition,  complete  such  assessment  or 
provide  an  explanation  of  why  the  assess- 
ment is  not  appropriate.  If  the  preliminary 
assessment  indicates  that  the  release  or 
threatened  release  concerned  may  pose  a 
threat  to  human  health  or  the  eninronment, 
the  President  shall  promptly  evaluate  such 
release  or  threatened  release  in  accordance 
with  the  hazard  ranking  system  referred  to 
in  paragraph  (81(A)  of  subsection  (a)  to  de- 
termine the  national  priority  of  such  release 
or  threatened  release. 

"(e)  Releases  From  Earlier  Sites.— When- 
ever there  has  been,  after  January  1.  1985,  a 
significant  release  of  hazardous  substances 
or  pollutants  or  contaminants  from  a  site 
which  is  listed  by  the  President  as  a  'Site 
Cleaned  Up  To  Date'  on  the  National  Prior- 
ities List  (revised  edition,  December  1984) 
the  site  shall  be  restored  to  the  National  Pri- 


orities List,  without  application  of  the 
hazard  ranking  system. 

"(f)  Minority  Contractors.— In  awarding 
contracts  under  this  Act.  the  President  shall 
consider  the  availability  of  qualified  minor- 
ity firms.  The  President  shall  describe,  as 
part  of  any  annual  report  submitted  to  the 
Congress  under  this  Act,  the  participation  of 
minority  firms  in  contracts  carried  out 
under  this  Act  Such  report  shall  contain  a 
brief  description  of  the  contracts  which  have 
been  awarded  to  minority  firms  under  this 
Act  and  of  the  efforts  made  by  the  President 
to  encourage  the  participation  of  such  firms 
in  programs  carried  out  under  this  Act 

"(g)  Special  Study  Wastes.— 

"(1)  AppucATioN—This  subsection  applies 
to  facilities— 

"(A)  which  as  of  the  date  of  enactment  of 
the  Superfund  Amendments  and  Reauthor- 
ization Act  of  1986  were  not  included  on,  or 
proposed  for  inclusion  on,  the  National  Pri- 
orities List;  and 

"(B)  at  which  special  study  wastes  de- 
scribed in  ijaragraph  (2),  (3)(AI(ii)  or 
(3)(A)(iii)  of  section  3001(b)  of  the  Solid 
Waste  Disposal  Act  are  present  in  signifi- 
cant quantities,  including  any  such  facility 
from  which  there  hjs  been  a  release  of  a  spe- 
cial study  waste. 

"(2)  Considerations  in  adding  facilities  to 
NPL.— Pending  revision  of  the  hazard  rank- 
ing system  under  subsection  (c),  the  Presi- 
dent shall  consider  each  of  the  following  fac- 
tors in  adding  facilities  covered  by  this  sec- 
tion to  the  National  Priorities  List: 

"(A)  The  extent  to  which  hazard  ranking 
system  score  for  the  facility  is  affected  by 
the  presence  of  any  special  study  waste  at, 
or  any  release  from,  such  facility. 

"(B)  Available  information  as  to  the  quan- 
tity, toxicity,  and  concentration  of  hazard- 
ous substances  that  are  constituents  of  any 
special  study  waste  at,  or  released  from  such 
facility,  the  extent  of  or  potential  for  release 
of  such  hazardous  constituents,  the  exposure 
or  potential  exposure  to  human  population 
and  the  environment,  and  the  degree  of 
hazard  to  human  health  or  the  environment 
posed  by  the  release  of  such  hazardous  con- 
stituents at  such  facility.  TTiis  subparagraph 
refers  only  to  available  information  on 
actual  concentrations  of  hazardous  sub- 
stances and  not  on  (he  total  quantity  of  spe- 
cial study  waste  at  such  facility. 

"(3)  Savings  provisions.— Nothing  in  this 
subsection  shall  be  construed  to  limit  the 
authority  of  the  President  to  remove  any  fa- 
cility which  as  of  the  date  of  enactment  of 
the  Superfund  Amendments  and  Reauthor- 
ization Act  of  1986  is  included  on  the  Na- 
tional Priorities  List  from  such  List,  or  not 
to  list  any  facility  which  as  of  such  date  is 
proposed  for  inclusion,  on  such  list. 

"(4)  Information  gathering  and  analy- 
sis.—Nothing  in  this  Act  shall  be  construed 
to  preclude  the  expenditure  of  monies  from 
the  Fund  for  gathering  and  analysis  of  in- 
formation which  will  enable  the  President  to 
consider  the  specific  factors  required  by 
paragraph  (2). ". 

SEC.  106.  RF.IMBIRSEMEST. 

Section  106(b)  of  CERCLA  is  amended  as 
follows: 

(1)  Insert  "(1)" after  "(b)". 

(2)  Strike  out  "who  willfully"  and  insert 
"who.  without  sufficient  cause,  willfully". 

(3)  Add  at  the  end  thereof  the  following 
new  paragraph: 

"(21(A)  Any  person  who  receives  and  com- 
plies with  the  terms  of  any  order  issued 
under  subsection  (a)  may,  within  60  days 
after  completion  of  the  required  action,  peti- 
tion the  President  for  reimbursement  from 


the  Fund  for  the  reasonable  costs  of  such 
action,  plus  interest.  Any  interest  payable 
under  this  paragraph  shall  accrue  on  the 
amounts  expended  from  the  date  of  expendi- 
ture at  the  same  rate  as  specified  for  interest 
on  investments  of  the  Hazardous  Substance 
Superfund  established  under  subchapter  A  of 
chapter  98  of  the  Internal  Revenue  Code  of 
1954. 

"(B)  If  the  President  refuses  to  grant  all  or 
part  of  a  petition  made  under  this  para- 
graph, the  petitioner  may  within  30  days  of 
receipt  of  such  refusal  file  an  action  against 
the  President  in  the  appropriate  United 
States  district  court  seeking  reimbursement 
from  the  Fund. 

"(C)  Except  as  provided  in  subparagraph 
(D),  to  obtain  reimbursement,  the  petitioner 
shall  establish  by  a  preponderance  of  the 
evidence  that  it  is  not  liable  for  response 
costs  under  section  107(a)  and  that  costs  for 
which  it  seeks  reimbursement  are  reasonable 
in  light  of  the  action  required  by  the  rele- 
vant order. 

"(D)  A  petitioner  who  is  liable  for  response 
costs  under  section  lOKai  may  also  recover 
its  reasonable  costs  of  response  to  the  extent 
that  it  can  demonstrate,  on  the  administra- 
tive record,  that  the  President's  decision,  in 
selecting  the  response  action  ordered  was  ar- 
bitrary and  capricious  or  was  otherwise  not 
in  accordance  with  law.  Reimbursement 
awarded  under  this  subparagraph  shall  in- 
clude all  reasonable  response  costs  incurred 
by  the  petitioner  pursuant  to  the  portions  of 
the  order  found  to  be  arbitrary  and  capri- 
cious or  otherwise  not  in  accordance  with 
law. 

"(E)  Rnmbursement  awarded  try  a  court 
under  subparagraph  (C)  or  (D)  may  include 
appropriate  costs,  fees,  and  other  expenses 
in  accordance  with  subsections  (a)  and  (d) 
of  section  2412  of  title  28  of  the  United 
States  Code.". 

SEC.  107.  LIABILITY. 

(a)  Foreign  Vessels.— Section  107(a)(1)  of 
CERCLA  is  amended  by  striking  out  "(other- 
wise subject  to  the  jurisdiction  of  the  United 
States)". 

(b)  Recoverable  Costs  and  Damages. —Sec- 
tion 107(a)  of  CERCLA  is  amended  by  strik- 
ing out  "and"  at  the  end  of  subparagraph 
(B),  striking  out  the  period  at  the  end  of  sub- 
paragraph (C)  and  inserting  ":  and"  and  in- 
serting at  the  end  thereof  the  following: 

"(D)  the  costs  of  any  health  assessment  or 
health  effects  study  carried  out  under  sec- 
tion 104(i). 

The  amounts  recoverable  in  an  action  under 
this  section  shall  include  interest  on  the 
amounts  recoverable  under  subparagraphs 
(A)  through  (D).  Such  interest  shall  accrue 
from  the  later  of  (i)  the  date  payment  of  a 
specified  amount  is  demanded  in  writing,  or 
(ii)  the  date  of  the  expenditure  concerned. 
The  rate  of  interest  on  the  outstanding 
unpaid  balance  of  the  amounts  recoverable 
under  this  section  shall  be  the  same  rate  as 
is  specified  for  interest  on  investments  of 
the  Hazardous  Substance  Superfund  estab- 
lished under  subchapter  A  of  chapter  98  of 
the  Internal  Revenue  Code  of  1954.  For  pur- 
poses of  applying  such  amendments  to  inter- 
est under  this  subsection,  the  term  'compa- 
rable maturity'  shall  be  determined  with  ref- 
erence to  the  date  on  which  interest  accru- 
ing under  this  subsection  commences.  ". 

(c)  Rendering  Care  or  Advice:  Emergency 
Response  Actions.— Section  107(d)  of 
CERCLA  is  amended  to  read  as  follows: 

"(d)  Rendering  Care  or  Advice.— 
"(1)  In  general.— Except  as  provided  in 
paragraph    (2),    no   person   shall    be   liable 
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under  this  title  for  costs  or  damages  as  a 
result  of  actions  taken  or  omitted  in  the 
course  of  rendering  care,  assistance,  or 
advice  in  accordance  with  the  National 
Contingency  Plan  I'NCP'/  or  at  the  direc- 
tion of  an  onscene  coordinator  appointed 
under  such  plan,  with  respect  to  an  incident 
creating  a  danger  to  public  health  or  welfare 
or  the  environment  as  a  result  of  any  re- 
leases of  a  hazardous  substance  or  the  threat 
thereof.  This  paragraph  shall  not  preclude 
liability  for  costs  or  damages  as  the  result  of 
negligence  on  the  part  of  such  person. 

"12)  State  and  local  governments. —No 
State  or  local  government  shall  be  liable 
under  this  title  for  costs  or  damages  as  a 
result  of  actions  taken  in  response  to  an 
emergency  created  by  the  release  or  threat- 
ened release  of  a  hazardous  substance  gener- 
ated by  or  from  a  facility  owned  by  another 
person.  This  paragraph  shall  not  preclude  li- 
ability for  costs  or  damages  as  a  result  of 
gross  negligence  or  intentional  misconduct 
by  the  State  or  local  government  For  the 
purpose  of  the  preceding  sentence,  reckless, 
wilt'ul,  or  wanton  misconduct  shall  consti- 
tute gross  negligence. 

"t.V  Savings  PROvrsiON.—This  subsection 
shall  not  alter  the  liability  of  any  person 
covered  by  the  provisions  of  paragraph  (li, 
<2),  13),  or  <4)  of  subsection  (a/  of  this  sec- 
tion with  respect  to  the  release  or  threatened 
release  concerned. ". 
rd/  Natural  Resources.— 
Hi  Designation  of  federal  and  state  offi- 
cials.—Section  lOHf)  of  CERCLA  is  amend- 
ed by  inserting  "Hi  Natural  Resources  Li- 
ability.—" after  "ff>"  and  by  adding  at  the 
end  thereof  the  following  new  paragraphs: 

"12)  Designation  or  Federal  and  State  Of- 
ficials.— 

"(A)  Federal.— The  President  shall  desig- 
nate in  the  National  Contingency  Plan  pub- 
lished under  section  105  of  this  Act  the  Fed- 
eral officials  who  shall  act  on  behalf  of  the 
public  as  trTistees  for  natural  resources 
under  this  Act  and  section  311  of  the  Federal 
Water  Pollution  Control  Act.  Such  officials 
shall  assess  damages  for  injury  to.  destruc- 
tion of.  or  loss  of  natural  resources  for  pur- 
poses of  this  Act  and  such  section  311  for 
those  resources  under  their  tiiisteeship  and 
may.  upon  request  of  and  reimbursement 
from  a  State  and  at  the  Federal  officials' 
discretion,  assess  damages  for  those  natural 
resources  under  the  State's  trusteeship. 

"(B)  State.— The  Governor  of  each  State 
shall  designate  Stare  officials  who  may  act 
on  behalf  of  the  public  as  trustee  for  natural 
resources  under  this  Act  and  section  311  of 
the  Federal  Water  Pollution  Control  Act  and 
shall  notify  the  President  of  such  designa- 
tions. Such  State  officials  shall  assess  dam- 
ages to  natural  resources  for  the  purposes  of 
this  Act  and  such  section  311  for  those  natu- 
ral resources  under  their  trusteeship. 

"(C)  Rebuttable  presumption.— Any  deter- 
mination or  assessment  of  damages  to  natu- 
ral resources  for  the  purposes  of  this  Act  and 
section  311  of  the  Federal  Water  Pollution 
Control  Act  made  by  a  Federal  or  State 
trustee  in  accordance  with  the  regulations 
promulgated  under  section  301ic)  of  this  Act 
shall  have  the  force  and  effect  of  a  rebuttable 
presumption  on  behalf  of  the  trustee  in  any 
administrative  or  judicial  proceeding  under 
this  Act  or  section  311  of  the  Federal  Water 
Pollution  Control  Act. ". 

12)  Use  of  recovered  FVNDS.—Section 
107(f)fl)  of  CERCLA  las  designated  by  para- 
graph (1)  of  this  subsection)  is  amended  by 
striking  out  the  third  sentence  and  inserting 
in  lieu  thereof  the  following:  "Sums  recov- 
ered by  the   United  States  Government  as 


trustee  under  this  subsection  shall  be  re- 
tained by  the  trustee,  without  further  appro- 
priation, for  use  only  to  restore,  replace,  or 
acquire  the  equivalent  of  such  natural  re- 
sources. Sums  recovered  by  a  State  as  trustee 
under  this  subsection  shall  be  available  for 
use  only  to  restore,  replace,  or  acquire  the 
equivalent  of  such  natural  resources  by  the 
State.  The  measure  of  damages  in  any 
action  under  subparagraph  (C)  of  subsec- 
tion la)  shall  not  be  limited  by  the  sums 
which  can  be  used  to  restore  or  replace  such 
resources.  There  shall  be  no  double  recovery 
under  this  Act  for  natural  resource  damages, 
including  the  costs  of  damage  assessment  or 
restoration,  rehabilitation,  or  acquisition 
for  the  same  release  and  natural  resource". 

13)  Deadline  for  section  joi  regula- 
tions.—Section  3011011)  of  CERCLA  is 
amended  by  adding  the  following  at  the  end 
thereof:  "Notwithstanding  the  failure  of  the 
President  to  promulgate  the  regulations  re- 
quired under  this  subsection  on  the  required 
date,  the  President  shall  promulgate  such 
regulations  not  later  than  6  months  after  the 
enactment  of  the  Superfund  Amendments 
and  Reauthorization  Act  of  1986.  ". 

le)  Federal  Agencies.— Section  107lg)  of 
CERCLA  is  amended  to  read  as  follows: 

"ig)  Federal  AaENCiEs.—For  provisions  re- 
lating to  Federal  agencies,  see  section  120  of 
this  Act. " 

If)  Federal  LiEN.-Section  107  of  CERCLA 
is  amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 
"ID  Federal  Lien.— 

"ID  In  general.— All  costs  and  damages 
for  which  a  person  is  liable  to  the  United 
States  under  subsection  la)  of  this  section 
lother  than  the  owner  or  operator  of  a  vessel 
under  paragraph  11)  of  subsection  la))  shall 
constitute  a  lien  in  favor  of  the  United 
States  upon  all  real  property  and  rights  to 
such  property  which— 
"lA)  belong  to  such  person;  and 
"IB)  are  subject  to  or  affected  by  a  remov- 
al or  remedial  action. 

"12)  Duration.— The  lien  imposed  by  this 
subsection  shall  arise  at  the  later  of  the  fol- 
lowing: 

'I A)  The  time  costs  are  first  incurred  by 
the  United  States  with  respect  to  a  response 
action  under  this  Act. 

"IB'  The  time  that  the  person  referred  to 
in  paragraph  <li  is  provided  iby  certified  or 
registered  mail)  written  notice  of  potential 
liability. 

Such  lien  shall  continue  until  the  liability 
for  the  costs  lor  a  judgment  against  the 
person  arising  out  of  such  liability)  is  satis- 
fied or  becomes  unenforceable  through  oper- 
ation of  the  statute  of  limitations  provided 
in  section  113. 

"13)  Notice  and  validity.— The  lien  im- 
posed by  this  subsection  shall  be  subject  to 
the  rights  of  any  purchaser,  holder  of  a  secu- 
rity interest,  or  judgment  lien  creditor 
whose  interest  is  perfected  under  applicable 
State  law  before  notice  of  the  lien  has  been 
filed  in  the  appropriate  office  within  the 
State  lor  county  or  other  governmental  sub- 
division), as  designated  by  State  law,  in 
which  the  real  property  subject  to  the  lien  is 
located.  Any  such  purchaser,  holder  of  a  se- 
curity interest,  or  judgment  lien  creditor 
shall  be  afforded  the  same  protections 
against  the  lien  imposed  by  this  subsection 
as  are  afforded  under  State  law  against  a 
judgment  lien  which  arises  out  of  an  unse- 
cured obligation  and  which  arises  as  of  the 
time  of  the  filing  of  the  notice  of  the  lien  im- 
posed by  this  subsection.  If  the  State  has  not 
by  law  designated  one  office  for  the  receipt 
of  such  notices  of  liens,  the  notice  shall  be 


filed  in  the  office  of  the  clerk  of  the  United 
States  district  court  for  the  district  in  which 
th?  real  property  is  located.  For  purposes  of 
this  subsection,  the  terms  'purchaser'  and 
'secunty  interest'  shall  have  the  definitions 
provided  under  section  6323lh)  of  the  Inter- 
nal Revenue  Code  of  1954. 

"141  Action  in  rem.— The  costs  constituting 
the  lien  may  be  recovered  in  an  action  in 
rem  in  the  United  States  district  court  for 
the  district  in  which  the  removal  or  remedi- 
al action  is  occurring  or  has  occurred.  Noth- 
ing in  this  subsection  shall  affect  the  right 
of  the  United  States  to  bring  an  action 
against  any  person  to  recover  all  costs  and 
damages  for  which  such  person  is  liable 
under  subsection  la)  of  this  section. 

"im)  Maritime  Lien.— All  costs  and  dam- 
ages for  which  the  owner  or  operator  of  a 
vessel  is  liable  under  subsection  ia)ll)  with 
respect  to  a  release  or  threatened  release 
from  such  vessel  shall  constitute  a  maritime 
lien  in  favor  of  the  United  States  on  such 
vessel.  Such  costs  may  be  recovered  in  an 
action,  in  rem  in  the  district  court  of  the 
United  States  for  the  district  in  which  the 
vessel  may  be  found.  Nothing  in  this  subsec- 
tion shall  affect  the  nght  of  the  United 
States  to  bring  an  action  against  the  owner 
or  operator  of  such  vessel  in  any  court  of 
competent  jurisdiction  to  recover  such 
costs. ". 
HEC.  lOK.  FI.\'A.\CI.*L  respossibility. 

la)  Evidence  of  Financial  Responsibil- 
ITY.-Section  108lb)i2)  of  CERCLA  is 
amended  by  adding  the  following  at  the  end 
thereof:  "Financial  responsibility  may  be  es- 
tablished by  any  one.  or  any  combination,  of 
the  following:  insurance,  guarantee,  surety 
bond,  letter  of  credit,  or  qualification  as  a 
self-insurer.  In  promulgating  requirements 
under  this  section,  the  President  is  author- 
ized to  specify  policy  or  other  contractual 
terms,  conditions,  or  defenses  which  are  nec- 
essary, or  which  are  unacceptable,  in  estab- 
lishing such  evidence  of  financial  responsi- 
bility in  order  to  effectuate  the  purposes  of 
this  Act. ". 

lb)  Phase-In  Period.— Section  108lb)l3)  of 
CERCLA  is  amended  by  striking  out  "over  a 
period  of  not  less  than  three  and  no  more 
than  six  years  "  and  inserting  in  lieu  thereof 
""as  quickly  as  can  reasonably  be  achieved 
but  in  no  event  more  than  4  years". 

Ic)  Direct  Action:  Liability.— Subsections 
ic)  and  Id/  of  section  108  of  CERCLA  are 
amended  to  read  as  follows: 
""Ic)  Direct  Action.— 

"'ID  Releases  from  vessels.— In  the  case  of 
a  release  or  threatened  release  from  a  vessel 
any  claim  authorized  by  section  107  or  111 
may  be  asserted  directly  against  any  guar- 
antor providing  evidence  of  financial  re- 
sponsibility for  such  vessel  under  subsection 
la).  In  defending  such  a  claim,  the  guaran- 
tor may  invoke  all  rights  and  defenses  which 
would  be  available  to  the  owner  or  operator 
under  this  title.  The  guarantor  may  also 
invoke  the  defense  that  the  incident  was 
caused  by  the  willful  misconduct  of  the 
owner  or  operator,  but  the  guarantor  may 
not  invoke  any  other  defense  that  the  guar- 
antor might  have  been  entitled  to  invoke  in 
a  proceeding  brought  by  the  owner  or  opera- 
tor against  him. 

""12)  Releases  from  facilities.— In  the  case 
of  a  release  or  threatened  release  from  a  fa- 
cility, any  claim  authorized  by  section  107 
or  111  may  be  asserted  directly  against  any 
guarantor  providing  evidence  of  financial 
responsibility  for  such  facility  under  subsec- 
tion lb),  if  the  person  liable  under  section 
107  is  in  bankruptcy,  reorganization,  or  ar- 
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rangement  pursuant  to  the  Federal  Bank- 
ruptcy Code,  or  if.  with  reasonable  diligence, 
jurisdiction  in  the  Federal  courts  cannot  be 
obtained  over  a  person  liable  under  section 
107  who  is  likely  to  be  solvent  at  the  time  of 
judgment  In  the  case  of  any  action  pursu- 
ant to  this  paragraph,  the  guarantor  shall  be 
entitled  to  invoke  all  rights  and  defenses 
which  would  have  been  available  to  the 
person  liable  under  section  107  if  any  action 
had  been  brought  against  such  person  by  the 
claimant  and  all  rights  and  defenses  which 
would  have  been  available  to  the  guarantor 
if  an  action  had  been  brought  against  the 
guarantor  by  such  person. 
"<dt  Limitation  of  Guarantor  Liability.— 
"(II  Total  liability.— The  total  liability  of 
any  guarantor  in  a  direct  action  suit 
brought  under  this  section  shall  be  limited 
to  the  aggregate  amount  of  the  monetary 
limits  of  the  policy  of  insurance,  guarantee, 
surety  bond,  letter  of  credit,  or  similar  in- 
strument obtained  from  the  guarantor  by 
the  person  subject  to  liability  under  section 
107  for  the  purpose  of  satisfying  the  require- 
ment for  evidence  of  financial  responsibil- 
ity. 

"(2)  Other  liability.— Nothing  in  this  sub- 
section shall  be  construed  to  limit  any  other 
State  or  Federal  statutory,  contractual,  or 
common  law  liability  of  a  guarantor,  in- 
cluding, but  not  limited  to,  the  liability  of 
such  guarantor  for  bad  faith  either  in  nego- 
tiating or  in  failing  to  negotiate  the  settle- 
ment of  any  claim.  Nothing  in  this  subsec- 
tion shall  be  construed,  interpreted,  or  ap- 
plied to  diminish  the  liability  of  any  person 
under  section  107  of  this  Act  or  other  appli- 
cable law. ". 

.SfcT.  199.  PENALTIES. 

(a)  Violations  and  Criminal  Penalties.— 

(1)  Notice.— Section  103(b)  of  CERCLA  is 
amended  as  follows: 

(A)  Insert  after  "knowledge  of  such  re- 
lease" the  following:  "or  who  submits  in 
such  a  notification  any  information  which 
he  knows  to  be  false  or  misleading". 

(B)  Strike  out  "not  more  than  $10,000  or 
imprisoned  for  not  more  than  one  year,  or 
both"  and  insert  in  lieu  thereof  "in  accord- 
ance with  the  applicable  provisions  of  title 
18  of  the  United  States  Code  or  imprisoned 
for  not  more  than  3  years  (or  not  more  than 
5  years  in  the  case  of  a  second  or  subsequent 
conviction),  or  both". 

(2)  Destruction  of  records.— Section 
103(d)(2)  of  CERCLA  is  amended  by  striking 
out  "not  more  than  S20.000.  or  imprisoned 
for  not  more  than  one  year  or  both. "  and  in- 
serting in  lieu  thereof  "m  accordance  with 
the  applicable  provisions  of  title  IS  of  the 
United  States  Code  or  imprisoned  for  not 
more  than  3  years  (or  not  more  than  5  years 
in  the  case  of  a  second  or  subsequent  convic- 
tion), or  both.". 

(3)  False  information. Section  112(b)(1) 
of  CERCLA  is  amended  by  striking  out  "up 
to  $5,000  or  imprisoned  for  not  more  than 
one  year,  or  both"  and  inserting  in  lieu 
thereof  "in  accordance  with  the  applicable 
provisions  of  title  18  of  the  United  States 
Code  or  imprisoned  for  not  more  than  3 
years  (or  not  more  than  5  years  in  the  case 
of  a  second  or  subsequent  conviction),  or 
both". 

(b)  Section  106  Penalty.— Section  106(b) 
of  CERCLA  is  amended  by  striking  out 
"$5,000"  and  inserting  in  lieu  thereof 
"$25,000". 

(c)  Civil  Penalties  and  Awards.— Section 
109  of  CERCLA  is  amended  to  read  as  fol- 
lows: 

SEC.  199.  CIVIL  PESALTIES  ASl)  A  WARDS. 

"(a)  Class  I  Administrative  Penalty.— 


"(1)  Violations.— A  civil  penalty  of  not 
more  than  $25,000  per  violation  may  be  as- 
sessed by  the  President  in  the  case  of  any  of 
the  following— 

"(A)  A  violation  of  the  requirements  of  sec- 
tion 103(at  or  (b)  (relating  to  notice). 

"(B)  A  violation  of  the  requirements  of 
section  103(d)(2)  (relating  to  destruction  of 
records,  etc.). 

"(C)  A  violation  of  the  requirements  of  sec- 
tion 108  (relating  to  financial  responsibil- 
ity, etc.),  the  regulations  issued  under  sec- 
tion 108,  or  with  any  denial  or  detention 
order  under  section  108. 

"(D)  A  violation  of  an  order  under  section 
122(d)(3)  (relating  to  settlement  agreements 
for  action  under  section  104(b)). 

"(E)  Any  failure  or  refusal  referred  to  in 
section  122(1)  (relating  to  violations  of  ad- 
ministrative orders,  consent  decrees,  or 
agreements  under  section  120). 

"(2)  Notice  and  hearings.— No  civil  penal- 
ty may  be  assessed  under  this  subsection 
unless  the  person  accused  of  the  violation  is 
given  notice  and  opportunity  for  a  hearing 
with  respect  to  the  violation. 

"(3)  Determining  amount.— In  determining 
the  amount  of  any  penalty  assessed  pursu- 
ant to  this  subsection,  the  President  shall 
take  into  account  the  nature,  circumstances, 
extent  and  gravity  of  the  violation  or  viola- 
tions and,  with  respect  to  the  violator,  abili- 
ty to  pay,  any'  prior  history  of  such  viola- 
tions, the  degree  of  culpability,  economic 
benefit  or  savings  lifanyl  resulting  from  the 
violation,  and  such  other  matters  as  justice 
may  require. 

"(4)  Review.— Any  person  against  whom  a 
civil  penalty  is  assessed  under  this  subsec- 
tion may  obtain  review  thereof  in  the  appro- 
priate district  court  of  the  United  States  by 
filing  a  notice  of  appeal  in  such  court 
within  30  days  from  the  date  of  such  order 
and  by  simultaneously  sending  a  copy  of 
such  notice  by  certified  mail  to  the  Presi- 
dent. The  President  shall  promptly  file  in 
such  court  a  certified  copy  of  the  record 
upon  which  such  violation  was  found  or 
such  penalty  imposed.  If  any  person  fails  to 
pay  an  assessment  of  a  civil  penalty  after  it 
has  become  a  final  and  unappealable  order 
or  after  the  appropriate  court  has  entered 
final  judgment  in  favor  of  the  United  States, 
the  President  may  request  the  Attorney  Gen- 
eral of  the  United  States  to  institute  a  civil 
action  in  an  appropriate  district  court  of 
the  United  States  to  collect  the  penalty,  and 
such  court  shall  have  jurisdiction  to  hear 
and  decide  any  such  action.  In  hearing  such 
action,  the  court  shall  have  authority  to 
review  the  i-iolation  and  the  assessment  of 
the  civil  penalty  on  the  record. 

"(5)  Subpoenas.— The  President  may  issue 
subpoenas  for  the  attendance  and  testimony 
of  witnesses  and  the  production  of  relevant 
papers,  books,  or  documents  in  connection 
with  hearings  under  this  subsection.  In  case 
of  contumacy  or  refusal  to  obey  a  subpoena 
issued  pursuant  to  this  paragraph  and 
served  upon  any  person,  the  district  court  of 
the  United  States  for  any  district  in  which 
such  person  is  found,  resides,  or  transacts 
business,  upon  application  by  the  United 
States  and  after  notice  to  such  person,  shall 
have  jurisdiction  to  issue  an  order  requiring 
such  person  to  appear  and  give  testimony 
before  the  administrative  law  judge  or  to 
appear  and  produce  documents  before  the 
administrative  law  judge,  or  both,  and  any 
failure  to  obey  such  order  of  the  court  may 
be  punished  by  such  court  as  a  contempt 
thereof. 

"(b)  Class  II  Administrative  Penalty.— A 
civil  penalty  of  not  more  than  $25,000  per 


day  for  each  day  during  which  the  violation 
continues  may  be  assessed  by  the  President 
in  the  case  of  any  of  the  following— 

"(1)  A  violation  of  the  notice  requirements 
of  section  103(a)  or  (b). 

"(2)  A  violation  of  section  103(d)(2)  (relat- 
ing to  destruction  of  records,  etc.). 

"(3)  A  violation  of  the  requirements  of  sec- 
tion 108  (relating  to  financial  responsibil- 
ity, etc.).  the  regulations  issued  under  sec- 
tion 108,  or  with  any  denial  or  detention 
order  under  section  108. 

"(4)  A  violation  of  an  order  under  section 
122(d)(3)  (relating  to  settlement  agreements 
for  action  under  section  104(b)). 

"(5)  Any  failure  or  refusal  referred  to  in 
section  122(1)  (relating  to  violations  of  ad- 
ministratii^e  orders,  consent  decrees,  or 
agreements  under  section  120). 

In  the  case  of  a  second  or  subsequent  viola- 
tion the  amount  of  such  penalty  may  be  not 
more  than  $75,000  for  each  day  during 
which  the  violation  continues.  Any  civil 
penalty  under  this  subsection  shall  be  as- 
sessed and  collected  in  the  same  manner, 
and  subject  to  the  same  provisions,  as  in  the 
case  of  civil  penalties  assessed  and  collected 
after  notice  and  opportunity  for  hearing  on 
the  record  in  accordance  with  section  554  of 
title  5  of  the  United  States  Code.  In  any  pro- 
ceeding for  the  assessment  of  a  civil  penalty 
under  this  subsection  the  •President  may 
issue  subpoenas  for  the  attendance  and  tes- 
timony of  witnesses  and  the  production  of 
relevant  papers,  books,  and  documents  and 
may  promulgate  rules  for  discovery  proce- 
dures. Any  person  who  requested  a  hearing 
with  respect  to  a  civil  penalty  under  this 
subsection  and  who  is  aggrieved  by  an  order 
assessing  the  civil  penalty  may  file  a  peti- 
tion for  judicial  review  of  such  order  with 
the  United  States  Court  of  Appeals  for  the 
District  of  Columbia  Circuit  or  for  ant 
other  circuit  in  which  such  person  resides  or 
transacts  business.  Such  a  petition  may 
only  be  filed  within  the  30-day  period  begin- 
ning on  the  date  the  order  making  such  as- 
sessment wai  issued. 

"(c)  Judicial  Assessment.— The  President 
may  bring  an  action  in  the  United  States 
district  court  for  the  appropriate  district  to 
assess  and  collect  a  penalty  of  not  more 
than  $25,000  per  day  for  each  day  during 
which  the  violation  (or  failure  or  refusal) 
continues  in  the  case  of  any  of  the  follow- 
ing— 

"(1)  A  violation  of  the  notice  requirements 
of  section  103(a.'  or  (bJ. 

"<2)  A  violation  of  section  103(d)(2)  (relat- 
ing to  destruction  of  records,  etc.). 

"(3)  A  violation  of  the  requirements  of  sec- 
tion 108  (relating  to  financial  responsibil- 
ity, etc.).  the  regulations  issued  under  sec- 
tion 108.  or  with  any  denial  or  detention 
order  under  section  108. 

"(4)  A  violation,  of  an  order  under  section 
122(d)(3i  (relating  to  settlement  agreements 
for  action  under  section  104(b)). 

"(5)  Any  failure  or  refusal  referred  to  in 
section  122(1)  'relating  to  violations  of  ad- 
ministrative orders,  consent  decrees,  or 
agreements  under  section  120i. 

In  the  case  of  a  second  or  subsequent  viola- 
tion (or  failure  or  refusal),  the  amount  of 
such  penalty  may  be  not  more  than  $75,000 
for  each  day  during  which  the  violation  (or 
failure  or  refusal)  continues.  For  additional 
provisions  providing  for  judicial  assessment 
of  civil  penalties  for  failure  to  comply  with 
a  request  or  order  under  section  104(e)  (re- 
lating to  information  gathering  and  access 
authorities),  see  section  104(e). 
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"Id)  Awards.— The  President  may  pay  an 
award  of  up  to  $10,000  to  any  individual 
who  provides  information  leading  to  the 
arrest  and  conviction  of  any  person  for  a 
violation  subject  to  a  criminal  penalty 
under  this  Act,  including  any  violation  of 
section  103  and  any  other  violation  referred 
to  in  this  section.  The  President  shall,  by 
regulation,  prescribe  criteria  for  such  an 
award  and  may  pay  any  award  under  this 
subsection  from  the  Fund,  as  provided  in 
section  111. 

"(e)  Procurement  Procedures— Notwith- 
standing any  other  provision  of  law.  any  ex- 
ecutive agency  may  use  competitive  proce- 
dures or  procedures  other  than  competitive 
procedures  to  procure  the  services  of  experts 
for  use  in  preparing  or  prosecuting  a  civil  or 
criminal  action  under  this  Act,  whether  or 
not  the  expert  is  expected  to  testify  at  trial. 
The  executive  agency  need  not  provide  any 
written  justification  for  the  use  of  proce- 
dures other  than  competitive  procedures 
when  procuring  such  expert  sennces  under 
this  Act  and  need  not  furnish  for  publica- 
tion in  the  Commerce  Business  Daily  or  oth- 
erwise any  notice  of  solicitation  or  synopsis 
with  respect  to  such  procurement. 

"(f)  Savings  Clause.— Action  taken  by  the 
President  pursuant  to  this  section  shall  not 
affect  or  limit  the  President's  authority  to 
enforce  any  provisions  of  this  Act ". 

SEC.  lit.  HEALTH-REUTED  AiTHORITIES. 

Section  104(i)  of  CERCLA  is  amended  as 
follows: 

(II  Insert  "(1)"  after  "(%)"  and  redesignate 
paragraphs  (1).  (2).  (3),  (4),  and  (5)  as  sub- 
paragraphs (A).  (B).  (C),  (D),  and  (El. 

(21  In  paragraph  (1>,  strike  "and"  after 
"Health  Administration,"  and  insert  after 
"Social  Security  Administration, "  the  fol- 
lowing: "the  Secretary  of  Transportation, 
and  appropriate  State  and  local  health  offi- 
cials, ". 

(3)  Insert  after  "chromosomal  testing"  in 
subparagraph  (DXas  redesignated  by  para- 
graph (1)  of  this  subsection!  the  following: 
"where  appropriate". 

(4/  Add  the  following  new  paragraphs  at 
the  end  thereof: 

"(2l(Al  Within  6  months  after  the  enact- 
ment of  the  Superfund  Amendments  and  Re- 
authorization Act  of  1986.  the  Administrator 
of  the  Agency  for  Toxic  Substances  and  Dis- 
ease Registry  (ATSDRl  and  the  Administra- 
tor of  the  Environmental  Protection  Agency 
("EPA")  shall  prepare  a  list,  in  order  of  pri- 
ority, of  at  least  100  hazardous  substances 
which  are  most  commonly  found  at  facili- 
ties on  the  National  Priorities  List  and 
which,  in  their  sole  discretion,  they  deter- 
mine are  posing  the  most  significant  poten- 
tial threat  to  human  health  due  to  their 
known  or  suspected  toxicity  to  humans  and 
the  potential  for  human  exposure  to  such 
substances  at  facilities  on  the  National  Pri- 
orities List  or  at  facilities  to  which  a  re- 
sponse to  a  release  or  a  threatened  release 
under  this  section  is  under  consideration. 

"(B)  Within  24  months  after  the  enact- 
ment of  the  Superfund  Amendments  and  Re- 
authorisation  Act  of  1986,  the  Administrator 
of  ATSDR  and  the  Administrator  of  EPA 
shall  revise  the  list  prepared  under  subpara- 
graph (A).  Such  revision  shall  include,  in 
order  of  priority,  the  addition  of  100  or  more 
such  hazardous  substances.  In  each  of  the  3 
consecutive  12-month  periods  that  follow, 
the  Administrator  of  ATSDR  and  the  Admin- 
istrator of  EPA  shall  revise,  in  the  same 
manner  as  provided  in  the  2  preceding  sen- 
tences, such  list  to  include  not  fewer  than  25 
additional  hazardous  substances  per  revi- 
sion. The  Administrator  of  ATSDR  and  the 


Administrator  of  EPA  shall  not  less  often 
than  once  every  year  thereafter  revise  such 
list  to  include  additional  hazardous  sub- 
stances in  accordance  with  the  criteria  in 
subparagraph  (A). 

"(3)  Based  on  all  available  information, 
including  information  maintained  under 
paragraph  dXB)  and  data  developed  and 
collected  on  the  health  effects  of  hazardous 
substances  under  this  paragraph,  the  Ad- 
ministrator of  ATSDR  shall  prepare  toxico- 
logical  profiles  of  each  of  the  substances 
listed  pursuant  to  paragraph  (2).  The  toxico- 
logical  profiles  shall  be  prepared  in  accord- 
ance with  guidelines  developed  by  the  Ad- 
ministrator of  ATSDR  and  the  Administra- 
tor of  EPA.  Such  profiles  shall  include,  but 
not  be  limited  to  each  of  the  following: 

"(A)  An  examination,  summary,  and  inter- 
pretation of  available  toxicological  informa- 
tion and  epidemiologic  evaluations  on  a 
hazardous  substance  in  order  to  ascertain 
the  levels  of  significant  human  exposure  for 
the  substance  and  the  associated  acute,  su- 
bacute, and  chronic  health  effects. 

"(B)  A  determination  of  whether  adequate 
information  on  the  health  effects  of  each 
substance  is  available  or  in  the  process  of 
development  to  determine  lei^els  of  exposure 
which  present  a  significant  risk  to  human 
health  of  acute,  subacute,  and  chronic 
health  effects. 

"(C)  Where  appropriate,  an  identification 
of  toxicological  testing  needed  to  identify 
the  types  or  levels  of  exposure  that  may 
present  significant  risk  of  adverse  health  ef- 
fects in  humans. 

Any  toxicological  profile  or  revision  thereof 
shall  reflect  the  Administrator  of  ATSDR 's 
assessment  of  all  relevant  toxicological  test- 
ing which  has  been  peer  reviewed.  The  pro- 
files required  to  be  prepared  under  this 
paragraph  for  those  hazardous  substances 
listed  under  subparagraph  (A)  of  paragraph 
(2)  shall  be  completed,  at  a  rate  of  no  fewer 
than  25  per  year,  within  4  years  after  the  en- 
actment of  the  Superfund  Amendments  and 
Reauthorization  Act  of  1986.  A  profile  re- 
quired on  a  substance  listed  pursuant  to 
subparagraph  IB)  of  paragraph  (2)  shall  be 
completed  within  3  years  after  addition  to 
the  list.  The  profiles  prepared  under  this 
paragraph  shall  be  of  those  substances  high- 
est on  the  list  of  priorities  under  paragraph 
(2)  for  which  profiles  have  not  previously 
been  prepared.  Profiles  required  under  this 
paragraph  shall  be  revised  and  republished 
as  necessary,  but  no  less  often  than  once 
every  3  years.  Such  profiles  shall  be  provided 
to  the  States  and  made  available  to  other  in- 
terested parties. 

"(4)  The  Administrator  of  the  ATSDR  shall 
provide  consultations  upon  request  on 
health  issues  relating  to  exposure  to  hazard- 
ous or  toxic  substances,  on  the  basis  of 
available  information,  to  the  Administrator 
of  EPA.  State  officials,  and  local  officials. 
Such  consultations  to  individuals  may  be 
provided  by  States  under  cooperative  agree- 
ments established  under  this  Act. 

"(5)(A)  For  each  hazardous  substance 
listed  pursuant  to  paragraph  (2).  the  Admin- 
istrator of  ATSDR  (in  consultation  with  the 
Administrator  of  EPA  and  other  agencies 
and  programs  of  the  Public  Health  Service) 
shall  assess  whether  adequate  information 
on  the  health  effects  of  such  substance  is 
available.  For  any  such  substance  for  which 
adequate  information  is  not  available  (or 
under  development),  the  Administrator  of 
ATSDR.  in  cooperation  with  the  Director  of 
the  National  Toxicology  Program,  shall 
assure  the  initiation  of  a  program  of  re- 
search designed  to  determine  the  health  ef- 


fects (and  techniques  for  development  of 
methods  to  determine  such  health  effects)  of 
such  substance.  Where  feasible,  such  pro- 
gram shall  seek  to  develop  methods  to  deter- 
mine the  health  effects  of  such  substance  in 
combination  with  other  substances  with 
which  it  is  commonly  found.  Before  assur- 
ing the  initiation  of  such  program,  the  Ad- 
ministrator of  ATSDR  shall  consider  recom- 
mendations of  the  Interagency  Testing  Com- 
mittee established  under  section  4(e)  of  the 
Toxic  Substances  Control  Act  on  the  types  of 
research  that  should  be  done.  Such  program 
shall  include,  to  the  extent  necessary  to  sup- 
plement existing  information,  but  shall  not 
be  limited  to— 

"(il  laboratory  and  other  studies  to  deter- 
mine short,  intermediate,  and  long-term 
health  effects; 

"(ii)  laboratory  and  other  studies  to  deter- 
mine organ-specific,  site-specific,  and 
system-specific  acute  and  chronic  toxicity; 

"(Hi)  laboratory  and  other  studies  to  de- 
termine the  manner  in  which  such  sub- 
stances are  metabolized  or  to  otherwise  de- 
velop an  understanding  of  the  biokinetics  of 
such  substances;  and 

"(iv)  where  there  is  a  possibility  of  obtain- 
ing human  data,  the  collection  of  such  infor- 
mation. 

"(B)  In  assessing  the  need  to  perform  labo- 
ratory and  other  studies,  as  required  by  sub- 
paragraph (A),  the  Administrator  of  ATSDR 
shall  consider— 

"(i)  the  availability  and  quality  of  exist- 
ing test  data  concerning  the  substance  on 
the  suspected  health  effect  in  question; 

"(ii)  the  extent  to  which  testing  already  in 
progress  will,  in  a  timely  fashion,  provide 
data  that  will  be  adequate  to  support  the 
preparation  of  toxicological  profiles  as  re- 
quired by  paragraph  (3);  and 

"(Hi)  such  other  scientific  and  technical 
factors  as  the  Administrator  of  ATSDR  may 
determine  are  necessary  for  the  effective  im- 
plementation of  this  subsection. 

"(C)  In  the  development  and  implementa- 
tion of  any  research  program  under  this 
paragraph,  the  Administrator  of  ATSDR  and 
the  Administrator  of  EPA  shall  coordinate 
such  research  program  implemented  under 
this  paragraph  with  the  National  Toxicol- 
ogy Program  and  with  programs  of  toxico- 
logical testing  established  under  the  Toxic 
Substances  Control  Act  and  the  Federal  In- 
secticide. Fungicide  and  Rodenticide  AcL 
The  purpose  of  such  coordination  shall  be  to 
avoid  duplication  of  effort  and  to  assure 
that  the  hazardous  substances  listed  pursu- 
ant to  this  subsection  are  tested  thoroughly 
at  the  earliest  practicable  date.  Where  ap- 
propriate, consistent  with  such  purpose,  a 
research  program  under  this  paragraph  may 
be  carried  out  using  such  programs  of  toxi- 
cological testing. 

"(D)  It  is  the  sense  of  the  Congress  that  the 
costs  of  research  programs  under  this  para- 
graph be  borne  by  the  manufacturers  and 
processors  of  the  hazardous  substance  in 
question,  as  required  in  programs  of  toxico- 
logical testing  under  the  Toxic  Substances 
Control  Act.  Within  1  year  after  the  enact- 
ment of  the  Superfund  Amendments  and  Re- 
authorization Act  of  1986.  the  Administrator 
of  EPA  shall  promulgate  regulations  which 
provide,  where  appropriate,  for  payment  of 
such  costs  by  manufacturers  and  processors 
under  the  Toxic  Substances  Control  Act,  and 
registrants  under  the  Federal  Insecticide, 
Fungicide,  and  Rodenticide  Act,  and  recov- 
ery of  such  costs  from  responsible  parties 
under  this  AcL 

"(6)(A)  The  Administrator  of  ATSDR  shall 
perform  a  health  assessment  for  each  facility 
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on  the  National  Priorities  List  established 
under  section  105.  Such  health  assessment 
shall  be  completed  not  later  than  December 
10,  1988,  for  each  facility  proposed  for  inclu- 
sion on  such  list  prior  to  the  date  of  the  en- 
actment of  the  Superfund  Amendments  and 
Reauthorization  Act  of  1986  or  not  later 
than  one  year  after  the  date  of  proposal  for 
inclusion  on  such  list  for  each  facility  pro- 
posed for  inclusion  on  such  list  after  such 
date  of  enactment. 

"IB)  The  Administrator  of  ATSDR  may 
perform  health  assessments  for  releases  or 
facilities  where  individual  persons  or  li- 
censed physicians  provide  information  that 
individuals  have  been  exposed  to  a  hazard- 
ous substance,  for  which  the  probable  source 
of  such  exposure  is  a  release.  In  addition  to 
other  methods  (formal  or  informal)  of  pro- 
viding such  information,  such  individual 
persons  or  licensed  physicians  may  submit  a 
petition  to  the  Administrator  ofATSDR  pro- 
viding such  information  and  requesting  a 
health  ossessmenL  If  such  a  petition  is  sub- 
mitted and  the  Administrator  of  ATSDR 
does  not  initiate  a  health  assessment,  the 
Administrator  of  ATSDR  shall  provide  a 
written  explanation  of  why  a  health  assess- 
ment is  not  appropriate. 

"(C)  In  determining  the  priority  in  which 
to  conduct  health  assessments  under  this 
subsection,  the  Administrator  of  ATSDR,  in 
consultation  with  the  Administrator  of  EPA, 
shall  give  priority  to  those  facilities  at 
which  there  is  documented  evidence  of  the 
release  of  hazardous  substances,  at  which 
the  potential  risk  to  human  health  appears 
highest,  and  for  which  in  the  judgment  of 
the  Administrator  of  ATSDR  existing  health 
assessment  data  are  inadequate  to  assess  the 
potential  risk  to  human  health  as  provided 
in  subparagraph  (F).  In  determining  the  pri- 
orities for  conducting  health  assessments 
under  this  subsection,  the  Administrator  of 
ATSDR  shall  consider  the  National  Prior- 
ities List  schedules  and  the  needs  of  the  En- 
vironmental Protection  Agency  and  other 
Federal  agencies  pursuant  to  schedules  for 
remedial  investigation  and  feasibility  stud- 
ies. 

"(D)  Where  a  health  assessment  is  done  at 
a  site  on  the  National  Priorities  List,  the 
Administrator  of  ATSDR  shall  complete 
such  assessment  promptly  and,  to  the  maxi- 
mum extent  practicable,  before  the  comple- 
tion of  the  remedial  investigation  and  feasi- 
bility study  at  the  facility  concerned. 

"(El  Any  State  or  political  subdivision 
carrying  out  a  health  assessment  for  a  facili- 
ty shall  report  the  results  of  the  assessment 
to  the  Administrator  of  ATSDR  and  the  Ad- 
ministrator of  EPA  and  shall  include  recom- 
mendations with  respect  to  further  activi- 
ties which  need  to  be  carried  out  under  this 
section.  The  Administrator  of  ATSDR  shall 
state  such  recommendation  in  any  report  on 
the  results  of  any  assessment  carried  out  di- 
rectly by  the  Administrator  of  ATSDR  for 
such  facility  and  shall  issue  periodic  reports 
which  include  the  results  of  all  the  assess- 
ments carried  out  under  this  subsection. 

"(F)  For  the  purposes  of  this  subsection 
and  .section  111(c)(4),  the  term  health  as- 
sessments' shall  include  preliminary  assess- 
ments of  the  potential  risk  to  human  health 
posed  by  individual  sites  and  facilities, 
based  on  such  factors  as  the  nature  and 
extent  of  contamination,  the  existence  of  po- 
tential pathways  of  human  exposure  (in- 
cluding ground  or  surface  water  contamina- 
tion, air  emissions,  and  food  chain  contami- 
nation), the  size  and  potential  susceptibility 
of  the  community  within  the  likely  path- 
ways of  exposure,  the  comparison  of  expect- 


ed human  exposure  levels  to  the  short-term 
and  long-term  health  effects  associated  with 
identified  hazardous  substances  and  any 
available  recommended  exposure  or  toler- 
ance limits  for  such  hazardous  substances, 
and  the  comparison  of  existing  morbidity 
and  mortality  data  on  diseases  that  may  be 
associated  with  the  observed  levels  of  expo- 
sure. The  Administrator  of  ATSDR  shall  use 
appropriate  data,  risk  assessments,  risk 
evaluations  and  studies  available  from  the 
Administrator  of  EPA. 

"(G)  The  purpose  of  health  assessments 
under  this  subsection  shall  be  to  assist  in  de- 
termining whether  actions  under  paragraph 
(11)  of  this  subsection  should  be  taken  to 
reduce  human  exposure  to  hazardous  sub- 
stances from  a  facility  and  whether  addi- 
tional information  on  human  exposure  and 
associated  health  risks  is  needed  and  should 
be  acquired  by  conducting  epidemiological 
studies  under  paragraph  (7).  establishing  a 
registry  under  paragraph  (8).  establishing  a 
health  surveillance  program  under  para- 
graph (9).  or  through  other  means.  In  using 
the  results  of  health  assessments  for  deter- 
mining additional  actions  to  be  taken  under 
this  section,  the  Administrator  of  ATSDR 
may  consider  additional  information  on  the 
risks  to  the  potentially  affected  population 
from  all  sources  of  such  hazardous  sub- 
stances including  known  point  or  nonpoint 
sources  other  than  those  from  the  facility  in 
question. 

"(H)  At  the  completion  of  each  health  as- 
sessment, the  Administrator  of  ATSDR  shall 
provide  the  Administrator  of  EPA  and  each 
affected  State  with  the  results  of  such  assess- 
ment, together  with  any  recommendations 
for  further  actions  under  this  subsection  or 
otherwise  under  this  AcL  In  addition,  if  the 
health  assessment  indicates  that  the  release 
or  threatened  release  concerned  may  pose  a 
serious  threat  to  human  health  or  the  envi- 
ronment, the  Administrator  of  ATSDR  shall 
so  notify  the  Administrator  of  EPA  who 
shall  promptly  evaluate  such  release  or 
threatened  release  in  accordance  with  the 
hazard  ranking  system  referred  to  in  section 
105(a)(8i(A)  to  determine  whether  the  site 
shall  be  placed  on  the  National  Priorities 
List  or.  if  the  site  is  already  on  the  list,  the 
Administrator  ofATSDR  may  recommend  to 
the  Administrator  of  EPA  that  the  site  be  ac- 
corded a  higher  priority. 

"(7)(A)  Whenever  in  the  judgment  of  the 
Administrator  of  ATSDR  it  is  appropriate 
on  the  basis  of  the  results  of  a  health  assess- 
ment, the  Administrator  of  ATSDR  shall 
conduct  a  pilot  study  of  health  effects  for  se- 
lected groups  of  exposed  individuals  in 
order  to  determine  the  desirability  of  con- 
ducting full  scale  epidemiological  or  other 
health  studies  of  the  entire  exposed  popula- 
tion. 

"(B)  Whenever  in  the  judgment  of  the  Ad- 
ministrator of  ATSDR  it  is  appropriate  on 
the  basis  of  the  results  of  such  pilot  study  or 
other  study  or  health  assessment,  the  Admin- 
istrator of  ATSDR  shall  conduct  such  full 
scale  epidemiological  or  other  health  studies 
as  may  be  necessary  to  determine  the  health 
effects  on  the  population  exposed  to  hazard- 
ous substances  from  a  release  or  threatened 
release.  If  a  significant  excess  of  disease  in  a 
population  is  identified,  the  letter  of  trans- 
mittal of  such  study  shall  include  an  assess- 
ment of  other  risk  factors,  other  than  a  re- 
lease, that  may,  in  the  judgment  of  the  peer 
review  group,  be  associated  with  such  dis- 
ease, if  such  risk  factors  were  not  taken  into 
account  in  the  design  or  conduct  of  the 
study. 

"(S)  In  any  case  in  which  the  results  of  a 
health  assessment  indicate  a  potential  sig- 


nificant risk  to  human  health,  the  Adminis- 
trator of  ATSDR  shall  consider  whether  the 
establishment  of  a  registry  of  exposed  per- 
sons would  contribute  to  accomplishing  the 
purposes  of  this  subsection,  taking  into  ac- 
count circuTnstances  bearing  on  the  useful- 
ness of  such  a  registry,  including  the  seri- 
ousness or  unique  character  of  identified 
diseases  or  the  likelihood  of  population  mi- 
gration from  the  affected  area. 

"(9)  Where  the  Administrator  of  ATSDR 
has  determined  that  there  is  a  significant 
increased  risk  of  adverse  health  effects  in 
humans  from  exposure  to  hazardous  sub- 
stances based  on  the  results  of  a  health  as- 
sessment conducted  under  paragraph  (61,  an 
epidemiologic  study  conducted  under  para- 
graph (7),  or  an  exposure  registry  that  has 
been  established  under  paragraph  (8).  and 
the  Administrator  ofATSDR  has  determined 
that  such  exposure  is  the  result  of  a  release 
from  a  facility,  the  Administrator  of  ATSDR 
shall  initiate  a  health  surveillance  program 
for  such  population.  This  program  shall  in- 
clude but  not  be  limited  to— 

"(A)  periodic  medical  testing  where  appro- 
priate of  population  subgroups  to  screen  for 
diseases  for  which  the  population  or  sub- 
group is  at  significant  increased  risk;  and 

"(B)  a  mechanism  to  refer  for  treatment 
those  individuals  within  such  population 
who  are  screened  positive  for  such  diseases. 

"(10)  Two  years  after  the  date  of  the  enact- 
ment of  the  Superfund  Amendments  and  Re- 
authorization Act  of  1986,  and  every  2  years 
thereafter,  the  Administrator  of  ATSDR 
shall  prepare  and  submit  to  the  Administra- 
tor of  EPA  and  to  the  Congress  a  report  on 
the  results  of  the  activities  of  ATSDR  re- 
garding— 

"(A)  health  assessments  and  pilot  health 
effects  studies  conducted: 

"(B)  epidemiologic  studies  conducted; 

"(C)  hazardous  substances  which  have 
been  listed  under  paragraph  (2).  toxicologi- 
cal  profiles  which  have  been  developed,  and 
toxicologic  testing  which  has  been  conduct- 
ed or  which  is  being  conducted  under  this 
subsection; 

"(D)  registries  established  under  para- 
graph (8);  and 

"(E)  an  overall  assessment,  based  on  the 
results  of  activities  conducted  by  the  Admin- 
istrator of  ATSDR,  of  the  linkage  between 
human  exposure  to  indiindual  or  combina- 
tions of  hazardous  substances  due  to  re- 
leases from  facilities  covered  by  this  Act  or 
the  Solid  Waste  Disposal  Act  and  any  in- 
creased incidence  or  prevalence  of  adverse 
heaith  effects  in  humans. 

"(11)  If  a  health  assessment  or  other  study 
carried  out  under  this  subsection  contains  a 
finding  that  the  exposure  concerned  presents 
a  significant  risk  to  human  health,  the 
President  shall  take  such  steps  as  may  be 
necessary  to  reduce  such  exposure  and  elimi- 
nate or  substantially  mitigate  the  signifi- 
cant nsk  to  human  health.  Such  steps  may 
include  the  use  of  any  authority  under  this 
Act,  including,  but  not  limited  to— 

"(A)  provision  of  alternative  water  sup- 
plies, and 

"(B)  permanent  or  temporary  relocation 
of  individuals. 

In  any  case  in  which  information  is  insuffi- 
cient, in  the  judgment  of  the  Administrator 
of  ATSDR  or  the  President  to  determine  a 
significant  human  exposure  level  with  re- 
spect to  a  hazardous  substance,  the  Presi- 
dent may  take  such  steps  as  may  t>e  neces- 
sary to  reduce  the  exposure  of  any  person  to 
such  hazardous  substance  to  such  level  as 
the  President  deems  necessary  to  protect 
human  health. 
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"tl2)  In  any  case  which  is  the  subject  of  a 
petition,  a  health  assessment  or  study,  or  a 
research  program  under  this  subsection, 
nothing  in  this  subsection  shall  be  construed 
to  delay  or  otherwise  affect  or  impair  the 
authority  of  the  President,  the  Administra- 
tor of  ATSDR  or  the  Administrator  of  EPA 
to  exercise  any  authority  vested  in  the  Presi- 
dent, the  Administrator  of  ATSDR  or  the  Ad- 
ministrator of  EPA  under  any  other  provi- 
sion of  law  (including,  but  not  limited  to. 
the  imminent  hazard  authority  of  section 
7003  of  the  Solid  Waste  Disposal  Act)  or  the 
response  and  abatement  authorities  of  this 
AcL 

"(13)  All  studies  and  results  of  research 
conducted  under  this  subsection  (other  than 
health  assessments)  shall  be  reported  or 
adopted  only  after  appropriate  peer  review. 
Such  peer  review  shall  be  completed,  to  the 
maximum  extent  practicable,  within  a 
period  of  60  days.  In  the  case  of  research 
conducted  under  the  National  Toxicology 
Program,  such  peer  rei^iew  may  be  conduct- 
ed by  the  Board  of  Scientific  Counselors.  In 
the  case  of  other  research,  such  peer  review 
shall  be  conducted  by  panels  consisting  of 
no  less  than  three  nor  more  than  seven  mem- 
bers, who  shall  be  disinterested  scientific  ex- 
perts selected  for  such  purpose  by  the  Ad- 
ministrator of  ATSDR  or  the  Administrator 
of  EPA.  as  appropriate,  on  the  basis  of  their 
reputation  for  scientific  objectivity  and  the 
lack  of  institutional  ties  with  any  person  in- 
volved in  the  conduct  of  the  study  or  re- 
search under  review.  Support  services  for 
such  panels  shall  be  provided  by  the  Agency 
for  Toxic  Substances  and  Disease  Registry, 
or  by  the  Environmental  Protection  Agency, 
as  appropriate. 

"(14)  In  the  implementation  of  this  subsec- 
tion and  other  health-related  authorities  of 
this  Act,  the  Administrator  of  ATSDR  shall 
assemble,  develop  as  necessary,  and  distrib- 
ute to  the  States,  and  upon  request  to  medi- 
cal colleges,  physicians,  and  other  health 
professionals,  appropriate  educational  ma- 
terials (including  short  courses)  on  the  med- 
ical surveillance,  screening,  and  methods  of 
diagnosis  and  treatment  of  injury  or  disease 
related  to  exposure  to  hazardous  substances 
(giving  priority  to  those  listed  in  paragraph 
(2)),  through  such  means  as  the  Administra- 
tor of  ATSDR  deems  appropriate. 

"(15)  The  activities  of  the  Administrator 
of  ATSDR  described  m  this  subsection  and 
section  llllcXA)  shall  be  carried  out  by  the 
Administrator  of  ATSDR.  either  directly  or 
through  cooperative  agreements  with  States 
(or  polttical  subdii'isions  thereof)  which  the 
Administrator  of  ATSDR  determines  are  ca- 
pable of  carrying  out  such  activities.  Such 
activities  shall  include  provision  of  consul- 
tations on  health  information,  the  conduct 
of  health  assessments,  including  those  re- 
quired under  section  3019(b)  of  the  Solid 
Waste  Disposal  Act.  health  studies,  regis- 
tries, and  health  sun^eillance. 

"(161  The  President  shall  provide  adequate 
personnel  for  ATSDR.  which  shall  not  be 
fewer  than  100  employees.  For  purposes  of 
determining  the  number  of  employees  under 
this  subsection,  an  employee  employed  by 
ATSDR  on  a  part-time  career  employment 
iMsis  shall  be  counted  as  a  fraction  which  is 
determined  by  dividing  40  hours  into  the  av- 
erage number  of  hours  of  such  employee's 
regularly  scheduled  workweek. 

"(17)  In  accordance  with  section  120  (re- 
lating to  Federal  facilities),  the  Administra- 
tor of  ATSDR  shall  have  the  same  authori- 
ties under  this  section  with  respect  to  facili- 
ties owned  or  operated  by  a  department, 
agency,    or   instrumentality   of  the    United 


States  as  the  Administrator  of  ATSDR  has 
with  respect  to  any  nongovernmental  entity. 
"(18)  If  the  Administrator  of  ATSDR  deter- 
mines that  it  is  appropriate  for  purposes  of 
this  section  to  treat  a  pollutant  or  contami- 
nant as  a  hazardous  substance,  such  pollut- 
ant or  contaminant  shall  be  treated  as  a 
hazardous  substance  for  such  purpose.  ". 

SEC.  III.  ISESOFFIWD. 

(a)  Amount  of  Fvnd.— Section  111  of 
CERCLA  is  amended  by  inserting  after  "(a)" 
the  following:  "In  General.— For  the  pur- 
poses specified  in  this  section  there  is  au- 
thorized to  be  appropriated  from  the  Haz- 
ardous Substance  Superfund  established 
under  subchapter  A  of  chapter  9S  of  the  In- 
ternal Revenue  Code  of  1954  not  more  than 
$8,500,000,000  for  the  5-year  period  begiii- 
ning  on  the  date  of  enactment  of  the  Super- 
fund  Amendments  and  Reauthorization  Act 
of  1986.  The  preceding  sentence  constitutes  a 
specific  authorization  for  the  funds  appro- 
priated under  title  II  of  Public  Law  99-160 
(relating  to  payment  to  the  Hazardous  Sub- 
stances Trust  Fund). ". 

(b)  Uses  of  Funds  Under  Section  llKa).— 
Section  llKa)  of  CERCLA  is  amended  by 
striking  out  ";  and"  at  the  end  of  paragraph 
(3)  and  inserting  a  period,  by  striking  out 
the  semicolons  at  the  end  of  paragraphs  (1) 
and  (2)  and  inserting  in  lieu  thereof  a 
period,  by  capitalizing  the  first  letter  in 
paragraphs  (1)  through  (41,  and  by  adding 
at  the  end  thereof  the  following: 

"(5)  Grants  for  technical  assistance.— 
The  cost  of  grants  under  section  117(e)  (re- 
lating to  public  participation  grants  for 
technical  assistance). 

"(6)  Lead  contaminated  soil.— Payment  of 
not  to  exceed  SI 5.000.000  for  the  costs  of  a 
pilot  program  for  removal,  decontamina- 
tion, or  other  action  with  respect  to  lead- 
contaminated  soil  in  one  to  three  different 
metropolitan  areas.". 

(c)  Natural  Resource  Damage  Claims.— 
(II  Limitation.— Section  111(b)  of  CERCLA 

is  amended  by  inserting  "(1)  In  General.  —  " 
after  "(b)"  and  by  adding  at  the  end  thereof 
the  following  new  paragraph: 

"(2)  Limitation  on  payment  of  natural  re- 
source claims.  — 

"(A)  General  requirements.— No  natural 
resource  claim  may  be  paid  from  the  Fund 
unless  the  President  determines  that  the 
claimant  has  exhausted  all  administrative 
and  judicial  remedies  to  recover  the  amount 
of  such  claim  from  persons  who  may  be 
liable  under  section  107. 

"(B)  Definition.— As  used  in  this  para- 
graph, the  term  'natural  resource  claim' 
means  any  claim  for  injury  to,  or  destruc- 
tion or  loss  of,  natural  resources.  The  term 
does  not  include  any  claim  for  the  cost  of 
natural  resource  damage  assessment.  '. 

(2)  Conforming  amendment.— Section 
llKh)  of  CERCLA  is  repealed. 

(d)  Subsection  (Ci  Amendments.— 

(1)  Section  iti(c)i4'.— Section  111(c)(4)  of 
CERCLA  is  amended  by  striking  out  "th( 
costs  of  epidemiologic  studies"  and  insert- 
ing "Any  costs  incurred  in  accordance  with 
subsection  (m)  of  this  section  (relating  to 
ATSDR)  and  section  104(i).  including  the 
costs  of  epidemiologic  and  laboratory  stud- 
ies, health  assessments,  preparation  of  toxi- 
cologic profiles". 

(2)  New  paragraphs  in  section  iii(c).— Sec- 
tion llKc)  of  CERCLA  is  amended  by  strik- 
ing out  ":  and"  at  the  end  of  paragraph  (5) 
and  inserting  a  period,  by  striking  ouJ  the 
semicolons  at  the  end  of  paragraphs  (1) 
through  (4)  and  inserting  in  lieu  thereof  a 
period,   by  capitalizing   the  first   letter  in 


paragraphs  (1),  (2),  (3),  (5),  and  (6),  and  by 
adding  dt  the  end  thereof  the  following: 

"(7)  Evaluation  costs  under  petition  pro- 
visions OF  SECTION  105(d).— Costs  incurred  by 
the  President  in  evaluating  facilities  pursu- 
ant to  petitions  under  section  105(d)  (relat- 
ing to  petitions  for  assessment  of  release). 

"(8)  Contract  costs  under  section 
t04(a)iii.—The  costs  of  contracts  or  arrange- 
ments entered  into  under  section  104(a)(1) 
to  oversee  and  review  the  conduct  of  remedi- 
al investigations  and  feasibility  studies  un- 
dertaken by  persons  other  than  the  President 
and  the  costs  of  appropriate  Federal  and 
State  oversight  of  remedial  activities  at  Na- 
tional Priorities  List  sites  resulting  from 
consent  orders  or  settlement  agreements. 

"(9)  Acquisition  costs  under  section 
t04(j>.—The  costs  incurred  by  the  President 
in  acquiring  real  estate  or  interests  in  real 
estate  under  section  104(j)  (relating  to  ac- 
quisition of  property). 

"(10)  Research,  development,  and  demon- 
stration COSTS  UNDER  SECTION  311.  — The  COSt 

of  carrying  out  section  311  (relating  to  re- 
search, development,  and  demonstration), 
except  that  the  amounts  available  for  such 
purposes  shall  not  exceed  the  amounts  speci- 
fied in  subsection  (n)  of  this  section. 

"(11)  Local  government  reimbursement.— 
Reimbursements  to  local  governments  under 
section  123.  except  that  during  the  S-fiscal- 
year  period  beginning  October  1,  1986,  not 
more  than  0.1  percent  of  the  total  amount 
appropriated  from  the  Fund  may  be  used  for 
such  reimbursements. 

"(12)  Worker  training  and  education 
grants.— The  costs  of  grants  under  section 
126(g)  of  the  Superfund  Amendments  and 
Reauthorization  Act  of  1986  for  training 
and  education  of  workers  to  the  extent  that 
such  costs  do  not  exceed  $10,000,000  for  each 
of  the  fiscal  years  1987,  1988,  1989.  1990,  and 
1991. 

"(13)  Awards  under  section  loa.-The 
costs  of  any  awards  granted  under  section 
109(d). 

"(14)  Lead  poisoning  study.— The  cost  of 
carrying  out  the  study  under  subsection  (f) 
of  section  118  of  the  Superfund  Amendments 
and  Reauthorization  Act  of  1986  (relating  to 
lead  poisoning  in  children).". 

(e)  Limitation  on  Certain  Claims.— Section 
111(e)(2)  of  CERCLA  is  amended  by  adding 
at  the  end  the  following:  "No  money  in  the 
Fund  may  be  used  for  the  payment  of  any 
claim  under  subsection  (a)(3)  or  subsection 
(b)  of  this  section  in  any  fiscal  year  for 
which  the  President  determines  that  all  of 
the  Fund  is  needed  for  response  to  threats  to 
public  health  from  releases  or  threatened  re- 
leases of  hazardous  substances. ". 

(f)  Fund  Use  Outside  Federal  Property 
BouNDARiEs.-Section  111(e)(3)  of  CERCLA 
is  amended  by  inserting  the  following  before 
the  period:  ";  except  that  money  in  the  Fund 
shall  be  available  for  the  provision  of  alter- 
native water  supplies  (including  the  reim- 
bursement of  costs  incurred  by  a  municipal- 
ity) in  any  case  involving  groundwater  con- 
taminatiori  outside  the  boundaries  of  a  fed- 
erally owned  facility  in  which  the  federally 
owned  facility  is  not  the  only  potentially  re- 

.  sponsible  party". 

(g)  Inspector  General.— Section  llKk)  of 
CERCLA  is  amended  to  read  as  follows: 

"(k)  Inspector  General.— In  each  fiscal 
year,  the  Inspector  General  of  each  depart- 
ment, agency,  or  instrumentality  of  the 
United  States  which  is  carrying  out  any  au- 
thority of  this  Act  shall  conduct  an  annual 
audit  of  all  payments,  obligations,  reim- 
bursements, or  other  uses  of  the  Fund  in  the 
prior  fiscal  year,  to  assure  that  the  Fund  is 
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being  properly  administered  and  that  claims 
are  being  appropriately  and  expeditioitsly 
considered.  The  audit  shall  include  an  ex- 
amination of  a  sample  of  agreements  with 
States  lin  accordance  with  the  provisions  of 
the  Single  Audit  Act)  carrying  out  response 
actions  under  this  title  and  an  examination 
of  remedial  investigations  and  feasibility 
studies  prepared  for  remedial  actions.  The 
Inspector  General  shall  submit  to  the  Con- 
gress an  annual  report  regarding  the  audit 
report  required  under  this  subsection.  The 
report  shall  contain  such  recommendations 
as  the  Inspector  General  deems  appropriate. 
Each  department,  agency,  or  instrumentali- 
ty of  the  United  States  shall  cooperate  with 
its  inspector  general  in  carrying  out  this 
subsection. ". 

(h)  New  Subsections.— Section  111  of 
CERCLA  is  amended  by  adding  after  subsec- 
tion (I)  the  following  new  subsections: 

"(ml  Agency  for  Toxic  Substances  and 
Disease  Registry.— There  shall  be  directly 
available  to  the  Agency  for  Toxic  Substances 
and  Disease  Registry  to  be  used  for  the  pur- 
pose of  carrying  out  activities  described  in 
subsection  (cl(4)  and  section  104li)  not  less 
than  $50,000,000  per  fiscal  year  for  each  of 
fiscal  years  1987  and  1988,  not  less  than 
$55,000,000  for  fiscal  year  1989.  and  not  less 
than  $60,000,000  per  fiscal  year  for  each  of 
fiscal  years  1990  and  1991.  Any  funds  so 
made  available  which  are  not  obligated  by 
the  end  of  the  fiscal  year  in  which  made 
available  shall  be  returned  to  the  Fund. 

"(nl  Limitations  on  Research,  Develop- 
ment, AND  Demonstration  Program.- 

"(11  Section  3itib).—For  each  of  the  fiscal 
years  1987,  1988,  1989.  1990,  and  1991,  not 
more  than  $20,000,000  of  the  amounts  avail- 
able in  the  Fund  may  be  used  for  the  pur- 
poses of  carrying  out  the  applied  research, 
development,  and  demonstration  program 
for  alternative  or  innovative  technologies 
and  training  program  authorised  under  sec- 
tion 311(b)  (relating  to  research,  develop- 
ment, and  demonstration)  other  than  basic 
research.  Such  amounts  shall  remain  avail- 
able until  expended. 

"(2)  Section  311(a).— From  the  amounts 
available  in  the  Fund,  not  more  than  the  fol- 
lowing amounts  may  be  used  for  the  pur- 
poses of  section  311(a)  (relating  to  hazard- 
ous substance  research,  demonstration,  and 
training  activities): 

"(A)  For  the  fiscal  year  1987.  $3,000,000. 

•■(B)  For  the  fiscal  year  1988.  $10,000,000. 

•■(C)  For  the  fiscal  year  1989.  $20,000,000. 

■■(D)  For  the  fiscal  year  1990.  $30,000,000. 

■•(E)  For  the  fiscal  year  1991,  $35,000,000. 
No  m.ore  than  10  percent  of  such  amounts 
shall   be    used  for   training   under  section 
311(a)  in  any  fiscal  year. 

■■(3)  Section  311(d).— For  each  of  the  fiscal 
years  1987,  1988,  1989,  1990,  and  1991.  not 
more  than  $5,000,000  of  the  amounts  avail- 
able in  the  Fund  may  be  used  for  the  pur- 
poses of  section  311(d)  (relating  to  universi- 
ty hazardous  substance  research  centers). 

'■(o)  Notification  Procedures  for  Limita- 
tions on  Certain  Payments.— Not  later  than 
90  days  after  the  enactment  of  this  subsec- 
tion, the  President  shall  develop  and  imple- 
ment procedures  to  adequately  notify,  as 
soon  as  practicable  after  a  site  is  included 
on  the  National  Priorities  List,  concerned 
local  and  State  officials  and  other  con- 
cerned persons  of  the  limitations,  set  forth 
in  subsection  (a)(2)  of  this  section,  on  the 
payment  of  claims  for  necessary  response 
costs  incurred  with  respect  to  such  site. ". 

(i)  Authorization  of  Appropriations.— Sec- 
tion 111  of  CERCLA  is  amended  by  adding 
the  following  subsection  numbered  accord- 
ingly: 


■■(  )  General  Revenue  Share  of  Super- 
fund.— 

•'(1)  In  general.— The  following  sums  are 
authorized  to  be  appropriated,  out  of  any 
money  in  the  Treasury  not  otherwise  appro- 
priated, to  the  Hazardous  Substance  Super- 
fund: 

••(A)  For  fiscal  year  1986,  $212,500,000. 

••(B)  For  fiscal  year  1987,  $212,500,000. 

••(C)  For  fiscal  year  1988,  $212,500,000. 

••(D)  For  fiscal  year  1989,  $212,500,000. 

'•(El  For  fiscal  year  1990,  $212,500,000. 
In  addition  there  is  authorized  to  be  appro- 
priated to  the  Hazardous  Substance  Super- 
fund  for  each  fiscal  year  an  amount  equal  to 
so  much  of  the  aggregate  amount  authorized 
to  be  appropriated  under  this  subsection 
(and  paragraph  (2)  of  section  221(b)  of  the 
Hazardous  Substance  Response  Revenue  Act 
of  1980)  as  has  not  been  appropriated  before 
the  beginning  of  the  fiscal  year  involved. 

••(2)  Computation.— The  amounts  author- 
ized to  be  appropriated  under  paragraph  (1) 
of  this  subsection  in  a  given  fiscal  year  shall 
be  available  only  to  the  extent  that  such 
amount  exceeds  the  amount  determined  by 
the  Secretary  under  section  221(b)(1)(B)  for 
the  prior  fiscal  year.". 
SEC.  112.  CLAIMS  PROCEDIRE. 

(a)  Claims  Against  the  Fund  for  Response 
Costs.— Section  112(a)  of  CERCLA  is 
amended  to  read  as  follows: 

•■(a)  Claims  Against  the  Fund  for  Re- 
sponse Costs.— No  claims  may  be  asserted 
against  the  Fund  pursuant  to  section  111(a) 
unless  such  claim  is  presented  in  the  first  in- 
stance to  the  owner,  operator,  or  guarantor 
of  the  vessel  or  facility  from  which  a  hazard- 
ous substance  has  been  released,  if  known  to 
the  claimant,  and  to  any  other  person 
known  to  the  claimant  who  may  be  liable 
under  section  107.  In  any  case  where  the 
claim  has  not  been  satisfied  within  60  days 
of  presentation  in  accordance  with  this  sub- 
section, the  claimant  may  present  the  claim 
to  the  Fund  for  payment.  No  claim  against 
the  Fund  may  be  approved  or  certified 
during  the  pendency  of  an  action  by  the 
claimant  in  court  to  recover  costs  which  are 
the  subject  of  the  claim. ". 

(b)  Procedures.— Section  112(b)  is  amend- 
ed by  striking  "(bid)"  and  inserting  ■•(b)(1) 
Prescribing  Forms  and  Procedures.  —  "  and 
by  striking  paragraphs  (2),  (3),  and' (4)  and 
inserting  the  following: 

■■(2)  Payment  or  Request  for  Hearing.- 
The  President  may,  if  satisfied  that  the  in- 
formation developed  during  the  processing 
of  the  claim  warrants  it.  make  and  pay  an 
award  of  the  claim,  except  that  no  claim 
may  be  awarded  to  the  extent  that  a  judicial 
judgment  has  been  made  on  the  costs  that 
are  the  subject  of  the  claim.  If  the  President 
declines  to  pay  all  or  part  of  the  claim,  the 
claimant  may,  within  30  days  after  receiv- 
ing notice  of  the  President's  decision,  re- 
quest an  administrative  hearing. 

■■(3)  Burden  of  Proof.— In  any  proceeding 
under  this  subsection,  the  claimant  shall 
bear  the  burden  of  proving  his  claim. 

■•(4)  Decisions.— All  administrative  deci- 
sions made  hereunder  shall  be  in  writing, 
with  notification  to  all  appropriate  parties, 
and  shall  be  rendered  within  90  days  of  sub- 
mission of  a  claim  to  an  administrative  law 
judge,  unless  all  the  parties  to  the  claim 
agree  in  writing  to  an  extension  or  unless 
the  President,  in  his  discretion,  extends  the 
time  limit  for  a  period  not  to  exceed  sixty 
days. 

■■(5)  Finality  and  Appeal.— All  administra- 
tive decisions  hereunder  shall  be  ftnaL  and 
any  party  to  the  proceeding  may  appeal  a 
decision  within  30  days  of  notification  of 


the  award  or  decision.  Any  such  appeal  shall 
be  made  to  the  Federal  district  court  for  the 
district  where  the  release  or  threat  of  release 
took  place.  In  any  such  appeal,  the  decision 
shall  be  considered  binding  and  conclusive, 
and  shall  not  be  overturned  except  for  arbi- 
trary or  capricious  abuse  of  discretion. 

••161  Payment.— Within  20  days  after  the 
expiration  of  the  appeal  period  for  any  ad- 
ministrative decision  concerning  an  award, 
or  within  20  days  after  the  final  judicial  de- 
termination of  any  appeal  taken  pursuant 
to  this  subsection,  the  President  shall  pay 
any  such  award  from  the  Fund.  The  Presi- 
dent shall  determine  the  method,  terms,  and 
time  of  payment". 

(c)  Statute  of  Limitations.— Section 
112(d)  of  CERCLA  is  amended  to  read  as  fol- 
lows: 

'•(d)  Statute  of  Limitations.— 

••(1)  Claims  for  recovery  of  costs.— No 
claim  may  be  presented  under  this  section 
for  recovery  of  the  costs  referred  to  in  sec- 
tion 107(a)  after  the  date  6  years  after  the 
date  of  completion  of  all  response  action. 

"(2)  Claims  for  Recovery  of  Damages.— 
No  claim  may  be  presented  under  this  sec- 
tion for  recovery  of  the  damages  referred  to 
in  section  107(a)  unless  the  claim  is  present- 
ed within  3  years  after  the  later  of  the  fol- 
lowing: 

"(A)  The  date  of  the  discovery  of  the  loss 
and  its  connection  vjith  the  release  in  ques- 
tion. 

"(B)  The  date  on  which  final  regulations 
are  promulgated  under  section  301(c). 

••(3)  Minors  and  incompetents.— The  ti-me 
limitations  contained  herein  shall  not  begin 
to  run— 

"(A)  against  a  minor  until  the  earlier  of 
the  date  when  such  minor  reaches  18  years 
of  age  or  the  date  on  which  a  legal  represent- 
ative is  duly  appointed  for  the  minor,  or 

"IB)  against  an  incompetent  person  until 
the  earlier  of  the  date  on  which  such  per- 
son's incompetency  ends  or  the  date  on 
which  a  legal  representative  is  duly  appoint- 
ed for  such  incompetent  person. ". 

(d)  Double  Recovery  Prohibited.—  Sec- 
tion 112  of  CERCLA  is  amended  by  adding 
the  following  new  subsection  at  the  end 
thereof: 

"(f)  Double  Recovery  Prohibited.— Where 
the  President  has  paid  out  of  the  Fund  for 
any  response  costs  or  any  costs  specified 
under  section  111(c)(1)  or  (2i,  no  other 
claim  may  be  paid  out  of  the  Fund  for. the 
same  costs. ". 

SEC.  113.  LITWATIO.yjlRISD/CTIO.y  ASD  VENIE. 

(a)  Nationwide  Service  of  Process.— Sec- 
tion 113  of  CERCLA  is  amended  by  adding 
the  following  new  subsection  at  the  end 
thereof: 

••(e)  Nationwide  Service  of  Process.— In 
any  action  by  the  United  States  under  this 
Act,  process  may  be  served  in  any  district 
where  the  defendant  is  found,  resides,  trans- 
acts business,  or  has  appointed  an  agent  for 
the  service  of  process.  ". 

(b)  Contribution;  Statute  of  Limita- 
tions.—Section  113  of  CERCLA  is  amended 
by  adding  the  following  new  subsections 
after  subsection  (e): 

"(f)  Contribution.— 

"(1)  Contribution.— Any  person  may  seek 
contribution  from  any  other  person  who  is 
liable  or  potentially  liable  under  section 
107(a).  during  or  following  any  civil  action 
under  section  106  or  under  section  107(a). 
Such  clai'ms  shall  be  brought  in  accordance 
with  this  section  and  the  Federal  Rules  of 
Civil  Procedure,  and  shall  be  governed  by 
Federal    law.     In     resolving    contribution 
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claims,  the  court  may  allocate  response  costs 
among  liable  parties  using  such  equitable 
factors  as  the  court  determines  are  appropri- 
ate. Nothing  in  this  subsection  shall  dimin- 
ish the  right  of  any  person  to  bring  an 
action  for  contribution  in  the  absence  of  a 
civil  action  under  section  106  or  section  107. 

"(2)  Settlement.— A  person  who  has  re- 
solved its  liability  to  the  United  States  or  a 
State  in  an  administrative  or  judicially  ap- 
proved settlement  shall  not  be  liable  for 
claims  for  contribution  regarding  matters 
addressed  in  the  settlement  Such  settlement 
does  not  discharge  any  of  the  other  poten- 
tially liable  persons  unless  its  terms  so  pro- 
vide, but  it  reduces  the  potential  liability  of 
the  others  by  the  amount  of  the  settlement. 

"(3)  Persons  not  party  to  settlement.— 
lAi  If  the  United  States  or  a  State  has  ob- 
tained less  than  complete  relief  from  a 
person  who  has  resolved  its  liability  to  the 
United  States  or  the  State  in  an  administra- 
tive or  judicially  approved  settlement,  the 
United  States  or  the  State  may  bring  an 
action  against  any  person  who  has  not  so 
resolved  its  liability. 

"<Bi  A  person  who  has  resolved  its  liabil- 
ity to  the  United  States  or  a  State  for  some 
or  all  of  a  response  action  or  for  some  or  all 
of  the  costs  of  such  action  in  an  administra- 
tive or  judicially  approved  settlement  may 
seek  contribution  from  any  person  who  is 
not  party  to  a  settlement  referred  to  in  para- 
graph 121. 

"(Ci  In  any  action  under  this  paragraph, 
the  rights  of  any  person  who  has  resolved  its 
liability  to  the  United  States  or  a  State  shall 
be  subordinate  to  the  rights  of  the  United 
States  or  the  State.  Any  contribution  action 
brought  under  this  paragraph  shall  be  gov- 
erned by  Federal  law. 

"(g)  Period  in  Which  Action  May  Be 
Brought.— 

"(II  Actions  for  natural  resource  dam- 
ages.—Except  as  provided  in  paragraphs  (3) 
and  (4).  no  action  may  be  commenced  for 
damages  (as  defined  in  section  101(6)) 
under  this  Act,  unless  that  action  is  com- 
menced within  3  yeari  after  the  later  of  the 
following: 

"(A)  The  date  of  the  discovery  of  the  loss 
and  its  connection  with  the  release  in  ques- 
tion. 

"(Bi  The  date  on  which  regulations  are 
promulgated  under  section  301<c>. 
With  respect  to  any  facility  listed  on  the  Na- 
tional Priorities  List  (NPLt.  any  Federal  fa- 
cility identified  under  section  120  (relating 
to  Federal  facilities),  or  any  vessel  or  facili- 
ty at  which  a  remedial  action  under  this  Act 
is  otherwise  scheduled,  an  action  for  dam- 
ages under  this  Act  must  be  commenced 
within  3  years  after  the  completion  of  the  re- 
medial action  (excluding  operation  and 
maintenance  activities)  in  lieu  of  the  dates 
referred  to  in  subparagraph  (A)  or  (B).  In  no 
event  may  an  action  for  damages  under  this 
Act  with  respect  to  such  a  vessel  or  facility 
be  commenced  (i)  prior  to  60  days  after  the 
Federal  or  State  natural  resource  trustee 
provides  to  the  President  and  the  potentially 
responsible  party  a  notice  of  intent  to  file 
suit,  or  (it!  before  selection  of  the  remedial 
action  if  the  President  is  diligently  proceed- 
ing with  a  remedial  investigation  and  feasi- 
bility study  under  section  104(b)  or  section 
120  (relating  to  Federal  facilities).  The  limi- 
tation in  the  preceding  sentence  on  com- 
mencing an  action  before  giving  notice  or 
before  selection  of  the  remedial  action  does 
not  apply  to  actions  filed  on  or  before  the 
enactment  of  the  Superfund  Amendments 
and  Reauthorization  Act  of  1986. 

"(2'  Actions  for  recovery  of  costs.— An 
inilicl  action  for  recovery  of  the  costs  re- 


ferred   to    in    section    107    must    be    com- 
menced— 

"(A)  for  a  removal  action,  within  3  years 
after  completion  of  the  removal  action, 
except  that  such  cost  recovery  action  must 
be  brought  within  6  years  after  a  determina- 
tion to  grant  a  waiver  under  section 
104(c)(ll(C)  for  continued  response  action; 
and 

"(B)  for  a  remedial  action,  within  6  years 
after  initiation  of  physical  on-site  construc- 
tion of  the  remedial  action,  except  that,  if 
the  remedial  action  is  initiated  within  3 
years  after  the  completion  of  the  removal 
action,  costs  incurred  in  the  removal  action 
may  be  recovered  in  the  cost  recovery  action 
brought  under  this  subparagraph. 
In  any  such  action  described  in  this  subsec- 
tion, the  court  shell  enter  a  declaratory 
judgment  on  liability  for  response  costs  or 
damages  that  will  b^?  binding  on  any  subse- 
quent action  or  actions  to  recover  further  re- 
sponse costs  or  damages.  A  subsequent 
action  or  actions  under  section  107  for  fur- 
ther response  costs  at  the  vessel  or  facility 
may  be  maintained  at  any  time  during  the 
response  action,  but  must  be  commenced  no 
later  than  3  years  after  the  date  of  comple- 
tion of  all  response  action.  Except  as  other- 
wise provided  in  this  paragraph,  an  action 
may  be  commenced  under  section  107  for  re- 
covery of  costs  at  any  time  after  such  costs 
have  been  incurred. 

"(3)  Contribution.— No  action  for  contri- 
bution for  any  response  costs  or  damages 
may  be  commenced  more  than  3  years 
after— 

"(A)  the  date  of  judgment  in  any  action 
under  this  Act  for  recovery  of  such  costs  or 
damages,  or 

'(Bi  the  date  of  an  administrative  order 
under  section  122(g)  (relating  to  de  minimis 
settlements)  or  122(h)  (relating  to  cost  recov- 
ery settlements)  or  entry  of  a  judicially  ap- 
proved settlement  with  respect  to  such  costs 
or  damages. 

"(4)  Svbrogation.—No  action  based  on 
rights  subrogated  pursuant  to  this  section 
by  reason  of  payment  of  a  claim  may  be 
commenced  under  this  title  more  than  3 
years  after  the  date  of  payment  of  such 
claim. 

"(5)  Actions  to  recover  indemnification 
payments.— Notwithstanding  any  other  pro- 
vision of  this  subsection,  where  a  payment 
pursuant  to  an  indemnification  agreement 
with  a  response  action  contractor  is  made 
under  section  119,  an  action  under  section 
107  for  recovery  of  such  indemnification 
payment  from  a  potentially  responsible 
party  may  be  brought  at  any  time  before  the 
expiration  of  3  years  from  the  date  on  which 
such  payment  is  made. 

"(6)  Minors  and  incompetents.— The  time 
limitations  contained  herein  shall  not'begin 
to  run— 

"(A)  against  a  minor  until  the  earlier  of 
the  date  when  such  minor  reaches  18  years 
of  age  or  the  date  on  which  a  legal  represent- 
ative is  duly  appointed  for  such  minor,  or 

"(BI  against  an  incompetent  person  until 
the  earlier  of  the  date  on  which  such  incom- 
petent's incompetency  ends  or  the  date  on 
which  a  legal  representative  is  duly  appoint- 
ed for  such  incompetent.  '. 

(c)  Pre-Enforcement  Review.— 

(11  Conforming  amendment.— Section 
113(b)  of  CERCLA  is  amended  by  striking 
out  "subsection"  and  inserting  in  lieu  there- 
of "subsections"  and  inserting  "and  (h)" 
after  "(a)". 

(2)  Timing  of  review:  administrative 
record.— Section  113  of  CERCLA  is  amend- 
ed by  adding  at  the  end  thereof  the  following 
new  subsections: 


"(h)  Timing  of  Review.— No  Federal  court 
shall  have  jurisdiction  under  Federal  law 
other  than  under  section  1332  of  title  28  of 
the  United  States  Code  (relating  to  diversity 
of  citizenship  jurisdiction)  or  under  State 
law  which  is  applicable  or  relevant  and  ap- 
propriate under  section  121  (relating  to 
cleanup  standards)  to  review  any  challenges 
to  removal  or  remedial  action  selected  under 
section  104.  or  to  review  any  order  issued 
under  section  106(a).  in  any  action  except 
one  of  the  following: 

"(1)  An  action  under  section  107  to  recov- 
er response  costs  or  damages  or  for  contribu- 
tion. 

"(2)  An  action  to  enforce  an  order  issued 
under  section  106(a)  or  to  recover  a  penalty 
for  violation  of  such  order. 

"(3)  An  action  for  reimbursement  under 
section  106(b)(2). 

"(4)  An  action  under  section  310  (relating 
to  citizens  suits)  alleging  that  the  removal 
or  remedial  action  taken  under  section  104 
or  secured  under  section  106  was  in  viola- 
tion of  any  requirement  of  this  Act.  Such  an 
action  may  not  be  brought  with  regard  to  a 
removal  where  a  remedial  action  is  to  be  un- 
dertaken at  the  site. 

"(5)  An  action  under  section  106  in  which 
the  United  States  has  moved  to  compel  a  re- 
medial action. 

"(il  Intervention.— In  any  action  com- 
menced under  this  Act  or  under  the  Solid 
Waste  Disposal  Act  in  a  court  of  the  United 
States,  any  person  may  intervene  as  a 
matter  of  right  when  such  person  claims  an 
interest  relating  to  the  subject  of  the  action 
and  is  so  situated  that  the  disposition  of  the 
action  may.  as  a  practical  matter,  impair  or 
impede  the  person's  ability  to  protect  that 
interest,  unless  the  President  or  the  State 
shows  that  the  person's  interest  is  adequate- 
ly represented  by  existing  parties. 

"(j)  Judicial  Review.— 

"(1)  Limitation.— In  any  judicial  action 
under  this  Act,  judicial  review  of  any  issues 
concerning  the  adequacy  of  any  response 
action  taken  or  ordered  by  the  President 
shall  be  limited  to  the  administrative 
record.  Otherwise  applicable  principles  of 
administrative  law  shall  govern  whether 
any  supplemental  materials  may  be  consid- 
ered by  the  court. 

"(2)  Standard.— In  considering  objections 
raised  in  any  judicial  action  under  this  Act. 
the  court  shall  uphold  the  President's  deci- 
sion in  selecting  the  response  action  unless 
the  objecting  party  can  demonstrate,  on  the 
administrative  record,  that  the  decision  was 
arbitrary  and  capricious  or  otherwise  not  in 
accordance  with  law. 

"(3)  Remedy.— If  the  court  finds  that  the 
selection  of  the  response  action  was  arbi- 
trary and  capricious  or  otherwise  not  in  ac- 
cordance with  law.  the  court  shall  award  (A) 
only  the  response  costs  or  damages  that  are 
not  inconsistent  with  the  natiOJial  contin- 
gency plan,  and  (B)  such  other  relief  as  is 
consistent  with  the  National  Contingency 
Plan. 

"(4)  Procedural  errors.— In  reviewing  al- 
leged procedural  errors,  the  court  may  disal- 
low costs  or  damages  only  if  the  errors  were 
so  serious  and  related  to  matters  of  such 
central  relevance  to  the  action  that  the 
action  would  have  been  significantly 
changed  had  such  errors  not  been  made. 

"(k)  Administrative  Record  and  Participa- 
tion Procedures.— 

"(1)  Administrative  record.— The  Presi- 
dent shall  establish  an  administrative 
record  upon  which  the  President  shall  base 
the  selection  of  a  response  action.  The  ad- 
ministrative record  shall  be  available  to  the 


UMI 


September  19,  1986 


CONGRESSIONAL  RECORD— SENATE 


24983 


17  to  recov- 
>r  contribu- 

rder  issued 
T  a  penalty 

lent  under 


16  in  which 
ompel  a  re- 

:tion  com- 
r  the  Solid 
the  United 
vene  as  a 
I  claims  an 
'  the  action 
ition  of  the 
:  impair  or 
irotect  that 
r  the  State 
s  adeguate- 


I  objections 
\er  this  Act, 
dent's  deci- 
tion  unless 
mte,  on  the 
ecision  teas 
wise  not  in 

ds  that  the 
was  arbi- 
?  not  in  ac- 
l  award  (A/ 
les  that  are 
nal  contin- 
relief  as  is 
'ontingency 


public  at  or  near  the  facility  at  issue.  The 
President  also  may  place  duplicates  of  the 
administrative  record  at  any  other  location. 
"(2)  Participation  procedures.— 
"<A)  Removal  action.— The  President  shall 
promulgate  regulations  in  accordance  with 
chapter  5  of  title  5  of  the  United  States  Code 
establishing  procedures  for  the  appropriate 
participation  of  interested  persons  in  the  de- 
velopment of  the  administrative  record  on 
v>hich  the  President  will  base  the  selection  of 
removal  actions  and  on  which  judicial 
review  of  removal  actions  will  be  based. 

"(B/  Remedial  action.— The  President 
shall  provide  for  the  participation  of  inter- 
ested persons,  including  potentially  respon- 
sible parties,  in  the  development  of  the  ad- 
ministrative record  on  which  the  President 
will  base  the  selection  of  remedial  actions 
and  on  which  judicial  review  of  remedial  ac- 
tions will  be  based.  The  procedures  devel- 
oped under  this  subparagraph  shall  include, 
at  a  minimum,  each  of  the  following: 

"(it  Notice  to  potentially  affected  persons 
and  the  public,  which  shall  be  accompanied 
by  a  brief  analysis  of  the  plan  and  alterna- 
tive plans  that  were  considered. 

"(ii)  A  reasonable  opportunity  to  comment 
and  provide  information  regarding  the  plan. 
"(iiiJ  An  opportunity  for  a  public  meeting 
in  the  affected  area,  in  accordance  with  sec- 
tion 117ial(2)lrelating  to  public  participa- 
tion/. 

"(iv)  A  response  to  each  of  the  significant 
comments,  criticisms,  and  new  data  submit- 
ted in  written  or  oral  presentations. 

"Iv)  A  statement  of  the  basis  and  purpose 
of  the  selected  action. 

For  purposes  of  this  subparagraph,  the  ad- 
ministrative record  shall  include  all  items 
developed  and  received  under  this  subpara- 
graph and  all  items  described  in  the  second 
sentence  of  section  llKd/.  The  President 
shall  promulgate  regulations  in  accordance 
icith  chapter  5  of  title  5  of  the  United  States 
Code  to  carry  out  the  requirements  of  this 
subparagraph. 

"Id  Interim  record.  — Until  such  regula- 
tions under  subparagraphs  'A)  and  iB)  are 
promulgated,  the  administrative  record 
shall  consist  of  all  items  developed  and  re- 
ceived pursuant  to  current  procedures  for 
selection  of  the  response  action,  including 
procedures  for  the  participation  of  interest- 
ed parties  and  the  public.  The  development 
of  an  administratiie  record  and  the  selec- 
tion of  response  action  under  this  Act  shall 
not  include  an  adjudicatory  hearing. 

"(D)  Potentially  responsible  parties.— 
The  President  shall  make  reasonable  efforts 
to  identify  and  notify  potentially  responsi- 
ble parties  as  early  as  possible  before  selec- 
tion of  a  response  action.  Nothing  in  this 
paragraph  shall  be  construed  to  be  a  defense 
to  liability. 

"(I)  Notice  of  Actions.— Whenever  any 
action  is  brought  under  this  Act  in  a  court 
of  the  United  States  by  a  plaintiff  other  than 
the  United  States,  the  plaintiff  shall  provide 
a  copy  of  the  complaint  to  the  Attorney  Gen- 
eral of  the  United  States  and  to  the  Adminis- 
trator of  the  Environmental  Protection 
Agency. ". 

SEC.  114.  RELA  TIONSHIP  TO  OTHER  LA  W. 

(a)  Used  Oil.— Section  114  (c)  of  CERCLA 
is  amended  to  read  as  follows: 

"(c)  Recycled  Oil.— 

"(1)  Service  Station  Dealers,  Etc.— No 
person  (including  the  United  States  or  any 
State)  may  recover,  under  the  authority  of 
subsection  (a)(3)  or  (a)(4)  of  section  107, 
from  a  service  station  dealer  for  any  re- 
sponse costs  or  damages  resulting  from  a  re- 
lease or  threatened  release  of  recycled  oil,  or 


use  the  authority  of  section  106  against  a 
service  station  dealer  other  than  a  person 
described  in  subsection  (a)(1)  or  (a)(2)  of 
section  107,  if  such  recycled  oil— 

"(A)  is  not  mixed  with  any  other  hazard- 
ous substance,  and 

"(B)  is  stored,  treated,  transported,  or  oth- 
erwise managed  in  compliance  with  regula- 
tions or  standards  promulgated  pursuant  to 
section  3014  of  the  Solid  Waste  Disposal  Act 
and  other  applicable  authorities. 
Nothing  in  this  paragraph  shall  affect  or 
modify  in  any  way  the  obligations  or  liabil- 
ity of  any  person  under  any  other  provision 
of  State  or  Federal  law,  including  common 
law,  for  damages,  injury,  or  loss  resulting 
from  a  release  or  threatened  release  of  any 
hazardous  substance  or  for  removal  or  reme- 
dial action  or  the  costs  of  removal  or  reme- 
dial action. 

"(2)  Presumption.— Solely  for  the  purposes 
of  this  subsection,  a  service  station  dealer 
may  presume  that  a  small  quantity  of  used 
oil  is  not  mixed  with  other  hazardous  sub- 
stances if  it— 

"(A)  has  been  removed  from  the  engine  of 
a  light  duty  motor  vehicle  or  household  ap- 
pliances by  the  owner  of  such  vehicle  or  ap- 
pliances, and 

"(B)  is  presented,  by  such  owner,  to  the 
dealer  for  collection,  accumulation,  and  de- 
livery to  an  oil  recycling  facility. 

"131  Definition.— For  purposes  of  this  sub- 
section, the  terms  'used  oil'  and  'recycled  oil' 
have  the  same  meanings  as  set  forth  in  sec- 
tions 1004(36)  and  1004137/  of  the  Solid 
Waste  Disposal  Act  and  regulations  promul- 
gated pursuant  to  that  Act. 

"(4)  Effective  date.  — The  effective  date  of 
paragraphs  (1/  and  (2)  of  this  subsection 
,shall  be  the  effective  date  of  regulations  or 
'standards  promulgated  under  section  3014 
of  the  Solid  Waste  Disposal  Act  that  include, 
among  other  provisions,  a  requirement  to 
conduct  corrective  action  to  respond  to  any 
releases  of  recycled  oil  under  subtitle  C  or 
subtitle  I  of  such  Act.  ". 

(b/  Definition  of  Service  Station 
Dealer.— Section  101  of  CERCLA  is  amend- 
ed by  inserting  the  following  at  the  end 
thereof: 

•'(37XA/  The  term  'service  station  dealer' 
means  any  person— 

"(i/  who  owns  or  operates  a  motor  i^ehicle 
service  station,  filling  station,  garage,  or 
similar  retail  establishment  engaged  in  the 
business  of  selling,  repairing,  or  servicing 
motor  vehicles,  where  a  significant  percent- 
age of  the  gross  revenue  of  the  establishment 
is  derived  from  the  fueling,  repairing,  or 
servicing  of  motor  vehicles,  and 

"(ii/  who  accepts  for  collection,  accumula- 
tion, and  delivery  to  an  oil  recycling  facili- 
ty, recycled  oil  that  (1/  has  been  removed 
from  the  engine  of  a  light  duty  motor  vehicle 
or  household  appliances  by  the  owner  of 
such  vehicle  or  appliances,  and  (II)  is  pre- 
sented, by  such  owner,  to  such  person  for 
collection,  accumulation,  and  delivery  to  an 
oil  recycling  facility. 

"(B)  For  purposes  of  section  114(c/,  the 
term  'service  station  dealer'  shall,  notwith- 
standing the  provisions  of  subparagraph 
(A),  include  any  government  agency  that  es- 
tablishes a  facility  solely  for  the  purpose  of 
accepting  recycled  oil  that  satisfies  the  crite- 
ria set  forth  in  subclauses  (I)  and  (II)  of  sub- 
paragraph (A)(ii),  and,  with  respect  to  recy- 
cled oil  that  satisfies  the  criteria  set  forth  in 
subclauses  (1/  and  (II/,  owners  or  operators 
of  refuse  collection  services  who  are  com- 
pelled by  State  law  to  collect,  accumulate, 
and  deliver  such  oil  to  an  oil  recycling  facil- 
ity. 


"(C/  The  President  shall  promulgate  regu- 
lations regarding  the  determination  of  what 
constitutes  a  significant  percentage  of  the 
gross  revenues  of  an  establishment  for  pur- 
poses of  this  paragraph. ". 
SEC.  in.  DELECATIOS:  REGl LATIOSS 

Section  US  of  CERCLA  is  not  amende±  . 

SEC.  116.  SCHEDILES. 

Title  I  of  CERCLA  is  amended  by  adding 
the  following  new  section  after  section  115: 

"SEC.  IIS.  SCHEDILES. 

"(a)  Assessment  and  listing  of  facilities.- 
It  shall  be  a  goal  of  this  Act  that,  to  the  max- 
imum extent  practicable— 

"(1/  not  later  than  January  1.  1988.  the 
President  shall  complete  preliminary  assess- 
ments of  all  facilities  that  are  contained  (as 
of  the  date  of  enactment  of  the  Superfund 
Amendments  and  Reauthorization  Act  of 
1986/  on  the  Comprehensive  Environmental 
Response,  Compensation,  and  Liability  In- 
formation System  (CERCLIS/  including  in 
each  assessment  a  statement  as  to  whether  a 
site  inspection  is  necessary  and  by  whom  it 
should  be  carried  out:  and 

"(2/  not  later  than  January  1,  1989,  the 
President  shall  assure  the  completion  of  site 
inspections  at  all  facilities  for  which  the 
President  has  stated  a  site  inspection  is  nec- 
essary pursuant  to  paragraph  (1/. 

"lb/  Evaluation.— Within  4  years  after  en- 
actment of  the  Superfund  Amendments  and 
Reauthorization  Act  of  1986.  each  facility 
listed  las  of  the  date  of  such  enactment/  in 
the  CERCLIS  shall  be  evaluated  if  the  Presi- 
dent determines  that  such  evaluation  is 
warranted  on  the  basis  of  a  site  inspection 
or  preliminary  assessment.  The  evaluation 
shall  be  in  accordance  with  the  criteria  es- 
tablished in  section  105  under  the  Natiojial 
Contingency  Plan  for  determining  priorities 
among  release  for  inclusion  on  the  National 
Priorities  List  In  the  case  of  a  facility  listed 
in  the  CERCLIS  after  the  enactment  of  the 
Superfund  Amendments  and  Reauthoriza- 
tion Act  of  1986.  the  facility  shall  be  evaluat- 
ed within  4  years  after  the  date  of  such  list- 
ing if  the  President  determines  that  such 
evaluation  is  warranted  on  the  basis  of  a 
site  inspection  or  preliminary  assessment 

"ic/  Explanations.— If  any  of  the  goals  es- 
tablished by  subsection  ia>  or  ib/  are  not 
achieved,  the  President  shall  publish  an  ex- 
planation of  why  such  action  could  not  be 
completed  by  the  specified  date. 

■Id/  Commencement  of  RI/FS.—The  Presi- 
dent shall  assure  that  remedial  investiga- 
tions and  feasibility  studies  IRI/FS/  are 
commenced  for  facilities  listed  on  the  Na- 
tional Priorities  List,  in  addition  to  those 
commenced  prior  to  the  date  of  enactment 
of  the  Superfund  Amendments  and  Reau- 
thorization Act  of  1986,  in  accordance  with 
the  following  schedule: 

"ID  not  fewer  than  275  by  the  date  36 
months  after  the  date  of  enactment  of  the 
Superfund  Amendments  and  Reauthoriza- 
tion Act  of  1986,  and 

"12)  if  the  requirement  of  paragraph  (1)  is 
not  met,  not  fewer  than  an  additional  175 
by  the  date  4  years  after  such  date  of  enact- 
ment, an  additional  200  by  the  date  5  years 
after  such  date  of  enactment,  and  a  total  of 
650  by  the  date  5  years  after  such  date  of  en- 
actment 

"(e)  Commencement  of  Remedial  Action.— 
The  President  shall  assure  that  substantial 
and  continuous  physical  on-site  remedial 
action  commences  at  facilities  on  the  Na- 
tional Priorities  List  in  addition  to  those 
facilities  on  which  remedial  action  has  com- 
menced prior  to  the  date  of  enactment  of  the 
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Superfund  Amendments  and  Reauthoriza- 
tion Act  of  1986.  at  a  rate  not  fewer  than: 

"(1)  175  facilities  during  the  first  36- 
month  period  after  enactment  of  this  subsec- 
tion: and 

"12)  200  additional  facilities  during  the 
folloicing  24  months  after  such  36-month 
period. ". 

sec.  117  PVBUC PUKTICIPATION. 

Title  I  of  CERCLA  is  amended  by  adding 
the  following  new  section  after  section  116: 

-SEC.  117.  PI BUC PARTICIPATION. 

"la)  Proposed  Plan.— Before  adoption  of 
any  plan  for  remedial  action  to  be  undertak- 
en by  the  President,  by  a  State,  or  by  any 
Other  person,  under  section  104.  106.  120.  or 
122.  the  President  or  State,  as  appropriate, 
shall  take  both  of  the  following  actions: 

"ID  Publish  a  notice  and  brief  analysis  of 
the  proposed  plan  and  make  such  plan 
available  to  the  public. 

"12)  Provide  a  reasonable  opportunity  for 
submission  of  written  and  oral  comments 
and  an  opportunity  for  a  public  meeting  at 
or  near  the  facility  at  issue  regarding  the 
proposed  plan  and  regarding  any  proposed 
findings  under  section  121ld)i4)  irelating  to 
cleanup  standards).  The  President  or  the 
State  shall  keep  a  transcript  of  the  meeting 
and  make  such  transcript  available  to  the 
public. 

The  notice  and  analysis  published  under 
paragraph  ID  shall  include  sufficient  infor- 
mation as  may  be  necessary  to  provide  a 
reasonable  explanation  of  the  proposed  plan 
and  alternative  proposals  considered. 

"lb)  Final  Plan.— Notice  of  the  final  reme- 
dial action  plan  adopted  shall  be  published 
and  the  plan  shall  be  made  available  /n  the 
public  before  commencement  of  any  remedi- 
al action.  Such  final  plan  shall  be  accompa- 
nied by  a  discussion  of  any  significant 
changes  land  the  reasons  for  such  changes) 
in  the  proposed  plan  and  a  response  to  each 
of  the  significant  comments,  criticisms,  and 
new  data  submitted  in  written  or  oral  pres- 
entations under  subsection  la). 

"lO  Explanation  of  Differences.- After 
adoption  of  a  final  remedial  action  plan— 

"ID  if  any  remedial  action  is  taken, 

"12)  if  any  enforcement  action  under  sec- 
tion 106  is  taken,  or 

"(3)  if  any  settlement  or  consent  decree 
under  section  106  or  section  122  is  entered 
into, 

and  if  such  action,  settlement,  or  decree  dif- 
fers in  any  significant  respects  from  the 
final  plan,  the  President  or  the  State  shall 
publish  an  explanation  of  the  significant 
differences  and  the  reasons  such  changes 
ioere  made. 

"Id)  Publication.- For  the  purposes  of  this 
seciion,  publication  shall  include,  at  a  mini- 
mum, publication  in  a  major  local  newspa- 
per of  general  circulation.  In  addition,  each 
item  developed,  received,  published,  or  made 
available  to  the  public  under  this  section 
shall  be  available  for  public  inspection  and 
copying  at  or  near  the  facility  at  issue, 
"le)  Grants  for  Technical  Assistance. - 
"ID  Authority.— Subject  to  such  amounts 
as  are  provided  in  appropriations  Acts  and 
in  accordance  with  rules  promulgated  by  the 
President,  the  President  may  make  grants 
available  to  any  group  of  individuals  which 
may  be  affected  by  a  release  or  threatened 
release  at  any  facility  which  is  listed  on  the 
National  Priorities  List  under  the  National 
Contingency  Plan.  Such  grants  may  be  used 
to  obtain  technical  assistance  in  interpret- 
ing information  with  regard  to  the  nature  of 
the  hazard,  remedial  investigation  and  fea- 
sibility study,  record  of  decision,  remedial 


design,  selection  and  construction  of  reme- 
dial action,  operation  and  maintenance,  or 
removal  action  at  such  facility. 

"12)  Amount.— The  amount  of  any  grant 
under  this  subsection  may  not  exceed 
$50,000  for  a  single  grant  recipient.  The 
President  may  waive  the  $50,000  limitation 
in  any  case  where  such  waiver  is  necessary 
to  carry  out  the  purposes  of  this  subsection. 
Each  grant  recipient  shall  be  required,  as  a 
condition  of  the  grant,  to  contribute  at  least 
20  percent  of  the  total  of  costs  of  the  techni- 
cal assistance  for  which  such  grant  is  made. 
The  President  may  waive  the  20  percent  con- 
tribution requirement  if  the  grant  recipient 
demonstrates  financial  need  and  such 
waiver  is  necessary  to  facilitate  public  par- 
ticipation in  the  selection  of  remedial 
action  at  the  facility.  Not  more  than  one 
grant  may  be  made  under  this  subsection 
with  respect  to  a  single  facility,  but  the 
grant  may  be  renewed  to  facilitate  public 
participation  at  all  stages  of  remedial 
action. ". 

SEC.  I  in.  MISCELLANEOIS  PROVISIONS 

la)  Priority  for  Drinking  Water  Sup- 
plies.—Title  I  of  CERCLA  is  amended  by 
adding  the  following  new  section  after  sec- 
tion 117: 

"SEC.    IIS.    HIGH  priority  FOR  DRINKING    WATER 
SCPPLIES. 

"For  purposes  of  taking  action  under  sec- 
tion 104  or  106  and  listing  facilities  on  the 
National  Priorities  List,  the  President  shall 
give  a  high  priority  to  facilities  where  the 
release  of  hazardous  substances  or  pollut- 
ants or  contaminants  has  resulted  in  the 
closing  of  drinking  water  wells  or  has  con- 
taminated a  principal  drinking  water 
supply. ". 

lb)  Removal  and  Temporary  Storage  of 
Containers  of  Radon  Contaminated  Soil.— 
Not  later  than  90  days  after  the  enactment 
of  this  Act,  the  Administrator  shall  make  a 
grant  of  $7,500,000  to  the  State  of  New 
Jersey  for  transportation  from  residential 
areas  in  the  State  of  New  Jersey  and  tempo- 
rary storage  of  approximately  14.000  con- 
tainers of  radon  contaminated  soil  which  is 
the  subject  of  a  remedial  action  for  which  a 
remedial  investigation  and  feasibility  study 
has  been  initiated  before  such  date.  Such 
containers  shall  be  transported  to  and  tern.- 
porarily  stored  at  any  site  in  the  State  of 
New  Jersey  designated  by  the  Governor  of 
such  State.  For  purposes  of  section  lllla)  of 
CERCLA.  the  grant  under  this  subsection 
for  transportation  and  storage  of  such  con- 
tainers shall  be  treated  as  payment  of  gov- 
ernmental response  cost  incurred  pursuant 
to  section  104  of  CERCLA. 

Ic)  Unconsolidated  Quaternary  A<jui- 
FER.— Notwithstanding  any  other  provision 
of  law.  no  person  may- 
ID  locate  or  authorize  the  location  of  a 
landfill,  surface  impoundment,  waste  pile, 
injection  well,  or  land  treatment  facility 
over  the  Unconsolidated  Quaternary  Aqui- 
fer, or  the  recharge  zone  or  stream/low 
source  zone  of  such  aquifer,  in  the  Rock- 
away  River  Basin,  New  Jersey  las  such  aq- 
uifer and  zones  are  described  in  the  Federal 
Register,  January  24,  1984,  pages  2946- 
2948);  or 

12)  place  or  authorize  the  placement  of 
solid  waste  in  a  landfill,  surface  impound- 
ment, waste  pile,  injection  well,  or  land 
treatment  facility  over  such  aquifer  or  zone. 
TTiis  subsection  may  be  enforced  under  sec- 
tions 309(a)  and  lb)  of  the  Federal  Water 
Pollution  Control  Act.  For  purposes  of  sec- 
tion 3091c)  of  such  Act,  a  violation  of  this 
subsection  shall  be  considered  a  violation  of 
section  301  of  such  Act 


Id)  Study  of  Shortages  of  Skilled  Per- 
SONNEL.—The  Comptroller  General  shall 
study  the  problem  of  shortages  of  skilled  per- 
sonnel in  the  Environmental  Protection 
Agency  to  carry  out  response  actions  under 
CERCLA.  In  particular  the  Comptroller 
General  shall  study- 
ID  the  types  of  skilled  personnel  needed 
for  response  actions  for  which  there  are 
shortages  in  the  Environmental  Protection 
Agency, 

12)  the  extent  of  such  shortages, 

13)  pay  differential  between  the  public  and 
private  sectors  for  the  skilled  positions  in- 
volved in  response  actions, 

14)  the  extent  to  which  skilled  personnel  of 
Federal  and  State  governments  involved  in 
response  actions  are  leaving  their  positions 
for  employment  in  the  private  sector, 

(5)  the  success  of  programs  of  the  Depart- 
ment of  Defense  and  the  Office  of  Personnel 
Management  in  retaining  skilled  personnel, 
and 

16)  the  types  of  training  required  to  im- 
prove the  skills  of  employees  carrying  out  re- 
sponse actions. 

The  Comptroller  General  shall  complete  the 
study  required  by  this  subsection  and 
submit  a  report  on  the  results  thereof  to 
Congress  not  later  than  July  1,  1987. 

le)  State  Requirements  Not  Applicable  to 
Certain  Transfers.— No  State  or  local  re- 
quirement shall  apply  to  the  transfer  and 
disposal  of  any  hazardous  substance  or  pol- 
lutant or  contaminant  from  a  facility  at 
which  a  release  or  threatened  release  has  oc- 
curred to  a  facility  for  which  a  final  permit 
under  section  30051a)  of  the  Solid  Waste 
Disposal  Act  is  in  effect  if  the  following  con- 
ditions apply— 

ID  Such  permit  was  issued  after  January 
1,  1983  and  before  November  1,  1984. 

12)  The  transfer  and  disposal  is  carried 
out  pursuant  to  a  cooperative  agreement  be- 
tween the  Administrator  and  the  State. 

13)  The  facility  at  which  the  release  or 
threatened  release  has  occurred  is  identified 
as  the  McColl  Site  in  Fullerton,  California. 
The  terms  used  in  this  section  shall  have  the 
same  meaning  as  when  used  in  title  I  of 
CERCLA. 

If)  Study  of  Lead  Poisoning  in  Chil- 
dren.—ID  The  Administrator  of  the  Agency 
for  Toxic  Substances  and  Disease  Registry 
shall,  in  consultation  with  the  Administra- 
tor of  the  Environmental  Protection  Agency 
and  other  officials  as  appropriate,  not  later 
than  March  1,  1987,  submit  to  the  Congress, 
a  report  on  the  nature  and  extent  of  lead 
poisoning  in  children  from  environmental 
sources.  Such  report  shall  include,  at  a  mini- 
mum, the  following  information— 

I  A)  an  estimate  of  the  total  number  of  chil- 
dren, arrayed  according  to  Standard  Metro- 
politan Statistical  Area  or  other  appropriate 
geographic  unit,  exposed  to  environmental 
sources  of  lead  at  concentrations  sufficient 
to  cause  adverse  health  effects; 

IB)  an  estimate  of  the  total  number  of 
children  exposed  to  environmental  sources 
of  lead  arrayed  according  to  source  or 
source  types; 

(C)  a  statement  of  the  long  term  conse- 
quences for  public  health  of  unabated  expo- 
sures to  environmental  sources  of  lead  and 
including  but  not  limited  to,  diminution  in 
intelligence,  increases  in  morbidity  and 
mortality;  and 

ID)  methods  and  alternatives  available  for 
reducing  exposures  of  children  to  environ- 
mental sources  of  lead. 

12)  Such  report  shall  also  score  and  evalu- 
ate  specific   sites   at   which   children   are 
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known  to  be  exposed  to  environmental 
sources  of  lead  due  to  releases,  utilizing  the 
Hazard  Ranking  system  of  the  National  Pri- 
orities List. 

(3)  The  costs  of  preparing  and  submitting 
the  report  required  by  this  section  shall  be 
borne  by  the  Hazardous  Substance  Super- 
fund  established  under  subchapter  A  of 
chapter  98  of  Internal  Revenue  Code  of  1954. 

(g)  Federally  Licensed  Dam.— For  pur- 
poses of  CERCLA  in  the  case  of  the  Milltown 
Dam  in  the  State  of  Montana  licensed  under 
part  1  of  the  Federal  Power  Act  and  desig- 
nated as  FERC  license  number  2543-004,  if  a 
hazardous  substance,  pollutant,  or  contami- 
nant— 

(1)  has  been  released  into  the  environment 
upstream  of  the  darn,  and 

(2)  has  subsequently  come  to  be  located  in 
the  reservoir  created  by  such  dam 
notwithstanding  section  }  01  (20 J  of  such  Act, 
the  term  "owner  or  operator"  does  not  in- 
clude the  owner  or  operator  of  the  dam 
unless  such  owner  or  operator  is  a  person 
who  would  otherwise  be  liable  for  such  re- 
lease or  threatened  release  under  section  107 
of  such  Act. 

(h)  Community  Relocation  at  Times  Beach 
Site.— For  purposes  of  any  Missouri  dioion 
site  at  which  a  temporary  or  permanent  re- 
location decision  has  been  made,  or  is  under 
active  consideration,  by  the  Administrator 
as  of  the  enactmejit  of  this  Act.  the  terms 
"remove"  and  "removal"  as  used  in 
CERCLA  shall  be  deemed  to  include  the 
costs  of  permanent  relocation  of  residents 
where  it  is  determined  that  such  permanent 
relocation  is  cost  effective  or  may  be  neces- 
sary to  protect  health  or  welfare.  In  the  case 
of  a  business  located  in  an  area  of  evacu- 
ation or  relocation  at  such  facility,  such 
terms  may  also  include  the  payment  of  those 
installments  of  principal  and  interest  on 
business  debt  which  accrue  between  the  date 
of  evacuation  or  temporary  relocation  and 
30  days  following  the  date  that  permanent 
relocation  is  actually  accomplished  or,  if 
permanent  relocation  is  formally  rejected  as 
the  appropriate  response,  the  date  on  which 
evacuation  or  temporary  relocation  ceases. 
In  the  case  of  an  individual  unemployed  as 
a  result  of  such  evacuation  or  relocation, 
such  terms  may  also  include  the  provision  of 
assistance  identical  to  that  authorized  by 
sections  407.  408.  and  409  of  the  Disaster 
Relief  Act  of  1974:  except  that  the  costs  of 
-such  assistance  shall  be  paid  from  the  Trust 
Fund  established  under  amendments  made 
to  the  Internal  Revenue  Code  of  1954  by  this 
Act.  Section  104(cl(l/  of  CERCLA  shall  not 
apply  to  obligatioris  from  the  Fund  for  per- 
manent relocation  under  this  paragraph. 
(i>  Limited  Waivers  in  State  of  Illinois.— 
(1)  Mobile  incinerators.— In  the  case  of 
remedial  actions  specifically  involving 
mobile  incinerator  units  in  the  State nf  Illi- 
nois, if  such  remedial  actions  are  undertak- 
en by  the  State  under  the  authority  of  a 
State  Superfund  law  or  equivalent  author- 
ity, the  State  may,  with  the  approval  of  the 
Administrator,  waive  any  permit  require- 
ment under  subtitle  C  of  the  Solid  Waste 
Disposal  Act  which  would  be  otherwise  ap- 
plicable to  such  action  to  the  extent  that  the 
following  conditions  are  met: 

(A)  No  transfer.— The  incinerator  does 
not  involve  the  transfer  of  a  hazardous  sub- 
stance or  pollutant  or  contaminant  from  the 
facility  at  which  the  release  or  threatened 
release  occurs  to  an  offsite  facility. 

(B)  Remedial  action.— The  remedial  action 
provides  each  of  the  following: 

(i)  Changes  in  the  character  or  composi- 
tion of  the  hazardous  substance  or  pollutant 


or  contaminant  concerned  so  that  it  no 
longer  presents  a  risk  to  public  health. 

(ii)  Protection  against  accidental  emis- 
sions during  operation. 

liiiJ  Protection  of  public  health  consider- 
ing the  multimedia  impacts  of  the  treatment 
process. 

IC>  PvBLic  PARTICIPATION.— The  State  pro- 
vides procedures  for  public  participation  re- 
garding the  response  action  which  are  at 
least  equivalent  to  the  level  of  public  par- 
ticipation procedures  applicable  under 
CERCLA  and  under  the  Solid  Waste  Dispos- 
al Act 

(21  Effect  of  waiver.— The  waiver  of  any 
permit  requirement  under  this  subsection 
shall  not  be  construed  to  waive  any  stand- 
ard or  level  of  control  which— 

(A)  is  applicable  to  any  hazardous  sub- 
stance or  pollutant  or  contaminant  in- 
volved in  the  remedial  action;  and 

(B)  would  otherwise  be  contained  in  the 
permit 

Such  waiver  of  any  permit  requirement 
under  subtitle  C  of  the  Solid  Waste  Disposal 
Act  shall  only  apply  to  the  extent  that  the  fa- 
cility or  remedial  action  involves  the  onsite 
treatment  with  a  mobile  incineration  unit 
of  waste  present  at  such  site.  The  waiver 
shall  not  apply  to  any  other  regulated  or  po- 
tentially regulated  activity,  including  the 
use  of  the  mobile  incineration  unit  for  ac- 
tions not  authorized  by  the  State. 

(3)  Expiration  of  authority.— The  author- 
ity of  this  subsection  shall  terminate  at  the 
end  of  3  years,  unless  the  State  demon-, 
strates,  to  the  satisfaction  of  the  Adminis- 
trator, that  the  operation  of  mobile  inciner- 
ators in  the  State  has  sufficiently  protected 
public  health  and  the  environment  and  is 
consistent  with  the  criteria  required  for  a 
permit  under  subtitle  C  of  the  Solid  Waste 
Disposal  Act 

(j)  Stvdy  of  Joint  Use  of  Trucks.- 

(1)  Study.— The  Administrator,  in  consul- 
tation with  the  Secretary  of  Transportation, 
shall  conduct  a  study  of  problems  associated 
with  the  use  of  anu  vehicle  for  purposes 
other  than  the  transportation  of  hazardous 
substances  when  that  vehicle  is  used  at  other 
times  for  the  transportation  of  hazardous 
substances.  At  a  minimum,  the  Administra- 
tor shall  consider— 

lA)  whether  such  joint  use  of  vehicles 
should  be  prohibited,  and 

(B)  whether,  if  such  joint  use  is  permitted, 
special  safeguards  should  be  taken  to  mini- 
mize threats  to  public  health  and  the  envi- 
ronment 

(2)  Report.— The  Administrator  shall 
submit  a  report,  along  with  recommenda- 
tions, to  Congress  on  the  results  of  the  study 
conducted  under  paragraph  H)  not  later 
than  180  days  after  the  date  of  the  enact 
ment  of  this  Act 

(kl  Radon  Assessment  AND  Mitigation.— 

(1)  National  assessment  of  radon  gas.— No 
later  than  one  year  after  the  enactment  of 
this  Act  the  Administrator  shall  submit  to 
the  Congress  a  report  which  shall,  to  the 
extent  possible— 

(AJ  identify  the  locations  in  the  United 
States  where  radon  is  found  in  structures 
where  people  normally  live  or  work,  includ- 
ing educational  institutions: 

(B)  assess  the  levels  of  radon  gas  that  are 
present  in  such  structures; 

(CI  determine  the  level  of  radon  gas  and 
radon  daughters  which  poses  a  threat  to 
human  health  and  assess  for  each  location 
identified  under  subparagraph  (AJ  the 
extent  of  the  threat  to  human  health; 

(D)  determine  methods  of  reducing  or 
eliminating  the  threat  to  human  health  of 
radon  gas  and  radon  daughters;  and 


(El  include  guidance  and  public  informa- 
tion materials  based  on  the  findings  or  re- 
search of  mitigating  radon. 

12/  Radon  mitigation  demonstration  pro- 
gram.- 

(Ai  Demonstration  program.— The  Admin- 
istrator shall  conduct  a  demonstration  pro- 
gram to  test  methods  and  technologies  of  re- 
ducing or  eliminating  radon  gas  and  radon 
daughters  where  it  poses  a  threat  to  human 
health.  The  Administrator  shall  take  into 
consideration  any  demonstration  program 
underway  in  the  Reading  Prong  of  Pennsyl- 
vania. New  Jersey,  and  New  York  and  at 
other  sites  prior  to  enactment  The  demon- 
stration program  under  this  section  shall  be 
conducted  in  the  Reading  Prong,  and  at 
such  other  sites  as  the  Administrator  consid- 
ers appropriate. 

(Bl  Annual  reports.— The  Administrator 
shall  submit  annual  reports  not  later  than 
February  1  of  each  year  (beginning  February 
1.  1987 J  on  the  status  of  the  demonstration 
program  carried  out  under  this  subsection 
and  on  any  such  demonstration  program 
initiated  prior  to  enactment 

(CI  Liability.— Liability,  if  any.  for  per- 
sons undertaking  activities  pursuant  to  the 
radon  mitigation  demonstration  program 
authorized  under  this  subsection  shall  be  de- 
termined under  principles  of  existing  law. 

(31  Construction  of  section.— Nothing  in 
this  subsection  shall  be  construed  to  author- 
ize the  Administrator  to  carry  out  any  regu- 
latory program  or  any  activity  other  than 
research,  development,  and  related  report- 
ing, information  dissemination,  and  coordi- 
nation activities  specified  in  this  subsec- 
tion. Nothing  in  paragraph  (II  or  (21  shall 
be  construed  to  limit  the  authority  of  the  Ad- 
ministrator or  of  any  other  agency  or  in- 
strumentality of  the  United  States  under 
any  other  authority  of  law. 

Ill  Gulf  Coast  Hazardous  Substance  Re- 
search. Development,  and  Demonstration 
Center.  — 

til  Establishment  of  hazardous  substance 
research,  development,  and  demonstration 
center.— The  Administrator  shall  establish  a 
hazardous  substance  research,  development 
and  demonstration  center  (hereinafter  in 
this  subsection  referred  to  as  the  "Center"i 
for  the  purpose  of  conducting  research  to 
aid  in  more  effective  hazardous  substance 
response  and  waste  management  throughout 
the  Gulf  Coast 

(21  Purposes  of  the  center.— The  Center 
shall  carry  out  a  program  of  research,  eval- 
uation, testing,  development  and  demon- 
stration of  alternative  or  innovative  tech- 
nologies which  may  be  utilized  in  response 
actions  or  in  normal  handling  of  hazardous 
wastes  to  achieve  better  protection  of 
human  health  and  the  environment 

(31  Operation  of  center.— (AI  For  pur- 
poses of  operating  the  Center,  the  Adminis- 
trator is  authorized  to  enter  into  contracts 
and  cooperative  agreements  with,  and  make 
grants  to.  a  university  related  institute  in- 
volved with  the  improvement  of  waste  man- 
agement Such  institute  shall  be  located  in 
Jefferson  County.  Texas. 

(Bl  The  Center  shall  be  authorized  to  make 
grants,  accept  contributions,  and  enter  into 
agreements  with  universities  located  in  the 
States  of  Texas.  Louisiana,  Mississippi,  Ala- 
bama, and  Florida  in  order  to  carry  out  the 
purposes  of  the  Center. 

(41  Authorization  of  appropriations.— 
There  are  authorized  to  be  appropriated  to 
the  Administrator  for  purposes  of  carrying 
out  this  subsection  for  fiscal  years  begin- 
ning after  September  30,  1986,  not  more 
than  t5.000.00O 
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(mJ  Rados  Protection  at  Current  Na- 
tional Priorities  List  Sites  .—It  is  the  sense 
of  the  Congress  that  the  President,  in  select- 
ing response  action  for  facilities  included 
on  the  National  Priorities  List  published 
under  section  lOS  of  the  Comprehensive  En- 
trironmental  Response.  Compensation,  and 
Liability  Act  of  1980  because  of  the  presence 
of  radon,  is  not  required  by  statute  or  regu- 
lations to  use  fully  demonstrated  methods, 
particularly  those  involving  the  offsite 
transport  and  disposition  of  contaminated 
material,  but  may  use  innovative  or  altema- 
tiue  methods  which  protect  human  health 
and  the  environment  in  a  more  cost-effec- 
tive manner. 

In)  Spill  Control  Technology.— 

Ill     ESTABUSHMENT    OF    PROGRAM.-Within 

ISO  days  of  enactment  of  this  subsection,  the 
Secretary  of  the  United  States  Department 
of  Energy  is  directed  to  carry  out  a  program 
of  testing  and  evaluation  of  technologies 
ichich  may  be  utilized  in  responding  to  liq- 
uefied gaseous  and  other  hazardous  sub- 
stance spills  at  the  Liquefied  Gaseous  Fuels 
Spill  Test  Facility  that  threaten  public 
health  or  the  enviromnenL 

121  Technology  transfer.— In  carrying 
out  the  program  established  under  this  sub- 
section, the  Secretary  shall  conduct  a  tech- 
nology transfer  program  that,  at  a  mini- 
mum— 

lAJ  documents  and  archives  spill  control 
technology; 

IB)  investigates  and  analyzes  significant 
hazardous  spill  incidents; 

IC)  develops  and  provides  generic  emer- 
gency action  plans; 

ID)  documents  and  archives  spill  test  re- 
sults; 

IE)  develops  emergency  action  plans  to  re- 
spond to  spills; 

IF)  conducts  training  of  spill  response  per- 
sonnel; and 

IG)  establishes  safety  standards  for  per- 
sonnel engaged  in  spill  response  activities. 

13)  Contracts  and  grants.— The  Secretary 
is  directed  to  enter  into  contracts  and 
grants  unth  a  nonprofit  organization  in 
Albany  County,  Wyoming,  that  is  capable  of 
providing  the  necessary  technical  support 
and  which  is  involved  in  environmental  ac- 
tivities related  to  such  hazardous  substance 
related  emergencies. 

14)  Use  of  site.— The  Secretary  shall  ar- 
range for  the  use  of  the  Liquefied  Gaseous 
Fuels  Spill  Test  Facility  to  carry  out  the  pro- 
visions of  this  subsection. 

10)  Pacific  Northwest  Hazardous  Sub- 
stance Research.  Development,  and  Demon- 
stration Center.— 

11)  EsTABUSHMENT.—The  Administrator 
shall  establish  a  hazardous  substance  re- 
search, development  and  demonstration 
center  thereinafter  in  this  subsection  re- 
ferred to  as  the  "Center")  for  the  purpose  of 
conducting  research  to  aid  in  more  effective 
hazardous  substance  response  in  the  Pacific 
Northwest 

12)  Purposes  of  center.— The  Center  shall 
carry  out  a  program  of  research,  evaluation, 
testing,  development  and  demonstration  of 
alternative  or  innovative  technologies 
which  may  be  utilized  in  response  actions  to 
achieve  more  permanent  protection  of 
human  health  and  voelfare  and  the  environ- 
ment 

13)  Operation  of  center.— 

I  A)  Nonprofit  enttty.— For  the  purposes  of 
operating  the  Center,  the  Administrator  is 
authorized  to  enter  into  contracts  and  coop- 
erative agreements  with,  and  make  grants 
to,  a  nonprofit  private  entity  as  defined  in 
section  201  li)  of  Public  Law  96-517  which 


entity  shall  agree  to  provide  the  basic  tech- 
nical and  management  personnel.  Such  non- 
profit private  entity  shall  also  agree  to  pro- 
vide at  least  two  permanent  research  facili- 
ties, one  of  which  shall  be  located  in  Benton 
County.  Washington,  and  one  of  which  shall 
be  located  in  Clallam  County.  Washington. 

IB)  Authorities.— The  Center  shall  be  au- 
thorized to  make  grants,  accept  contribu- 
tions, and  enter  into  agreements  with  uni- 
versities located  in  the  States  of  Washing- 
ton, Oregon.  Idaho,  and  Montana  in  order 
to  carry  out  the  purposes  of  the  Center. 

14)  Hazardous  waste  research  at  the  han- 
ford  site.— 

iA)  Interagency  agreements.— The  Admin- 
istrator and  the  Secretary  of  Energy  are  au- 
thorized to  enter  into  interagency  agree- 
ments with  one  another  for  the  purpose  of 
providing  for  research,  evaluation,  testing, 
development  and  demonstration  into  alter- 
native or  innovative  technologies  to  charac- 
terize and  assess  the  nature  and  extent  of 
hazardous  waste  lincluding  radioactive 
mixed  waste)  contamination  at  the  Hanford 
site,  in  the  State  of  Washington. 

IB)  Funding.— There  is  authorized  to  be 
appropriated  to  the  Secretary  of  Energy  for 
purposes  of  carrying  out  this  paragraph  for 
fiscal  years  beginning  after  September  30, 
1986.  not  more  than  $5,000,000.  All  sums  ap- 
propriated under  this  subparagraph  shall  be 
provided  to  the  Administrator  by  the  Secre- 
tary of  Energy,  pursuant  to  the  interagency 
agreement  entered  into  under  subparagraph 
IA),  for  the  purpose  of  the  Administrator  en- 
tering into  contracts  and  cooperative  agree- 
ments with,  and  making  grants  to,  the 
Center  in  order  to  carry  out  the  research, 
evaluation,  testing,  development  and  dem- 
onstration described  in  paragraph  11). 

15)  Authorization  of  appropriations.— ■ 
There  is  authorized  to  be  appropriated  to 
the  Administrator  for  purposes  of  carrying 
out  this  subsection  lother  than  paragraph 
14))  for  fiscal  years  beginning  after  Septem- 
ber 30,  1986,  not  more  than  $5,000,000. 

Ip)  Silver  Creek  Tailings.— Effective  with 
the  date  of  enactment  of  this  Act  the  facility 
listed  in  Group  7  in  EPA  National  Priorities 
List  Update  *4  150  Federal  Register  37956. 
September  18.  1985),  the  site  in  Park  City. 
Utah,  which  is  located  on  tailings  from  non- 
coal  mining  operations,  shall  be  deemed  re- 
moved from  the  list  of  sites  recommended 
for  inclusion  on  the  National  Priorities  List 
unless  the  President  determines  upon  site 
specific  data  not  used  in  the  proposed  list- 
ing of  such  facility,  that  the  facility  meets 
requirements  of  the  Hazard  Ranking  System 
or  any  revised  Hazard  Ranking  System. 

SEC.  119.  RBSPO.ySE  ACTIOS  CO.STRACrOIVi. 

Title  I  of  CERCLA  is  amended  by  adding 
the  following  new  section  after  section  118: 

"SEC.  III.  RESPONSE  ACTION  CO.VTRACTOKS. 

"la)  Liability  of  Response  Action  Con- 
tractors.— 

"ID  Response  action  contractors.— A 
person  who  is  a  response  action  contractor 
with  respect  to  any  release  or  threatened  re- 
lease of  a  hazardous  substance  or  pollutant 
or  contaminant  from  a  vessel  or  facility 
shall  not  be  liable  under  this  title  or  under 
any  other  Federal  law  to  any  person  for  in- 
juries, costs,  damages,  expenses,  or  other  li- 
ability lincluding  but  not  limited  to  claims 
for  indemnification  or  contribution  and 
claims  by  third  parties  for  death,  personal 
injury,  illness  or  loss  of  or  damage  to  prop- 
erty or  economic  loss)  which  results  from 
such  release  or  threatened  release. 

"12)  Negligence,  etc.— Paragraph  ID  shall 
not  apply  in  the  case  of  a  release  that  is 
caused  by  conduct  of  the  response  action 


contractor  which  is  negligent  grossly  negli- 
gent or  which  constitutes  intentional  mis- 
conduct 

"13)  Effect  on  warranties;  employer  li- 
ability.—Nothing  in  this  subsection  shall 
affect  the  liability  of  any  person  under  any 
warranty  under  Federal  State,  or  common 
law.  Nothing  in  this  subsection  shall  affect 
the  liability  of  an  employer  who  is  a  re- 
sponse action  contractor  to  any  employee  of 
such  employer  under  any  provision  of  law. 
including  any  provision  of  any  law  relating 
to  worker's  compensation. 

"14)  Governmental  employees.— A  state 
employee  or  an  employee  of  a  political  sub- 
division who  provides  services  relating  to 
response  action  while  acting  within  the 
scope  of  his  authority  as  a  governmental 
employee  shall  have  the  same  exemption 
from  liability  Isubject  to  the  other  provi- 
sions of  this  section)  as  is  provided  to  the  re- 
sponse action  contractor  under  this  section. 

"lb)  Savings  Provisions.- 

"ID  Liability  of  other  persons.— The  de- 
fense provided  by  section  107lb)l3)  shall  not 
be  available  to  any  potentially  responsible 
party  with  respect  to  any  costs  or  damages 
caused  by  any  act  or  omission  of  a  response 
action  contractor.  Except  as  provided  in 
subsection  Ia)l4)  and  the  preceding  sen- 
tence, nothing  in  this  section  shall  affect  the 
liability  under  this  Act  or  under  any  other 
Federal  or  State  law  of  any  person,  other 
than  a  response  action  contractor. 

"12)  Burden  of  plaintiff.— Nothing  in  this 
section  shall  affect  the  plaintiff's  burden  of 
establishing  liability  under  this  title. 

"Ic)  Indemnification.— 

"ID  In  general.— The  President  may  agree 
to  hold  harmless  and  indemnify  any  re- 
sponse action  contractor  meeting  the  re- 
quirements of  this  subsection  against  any  li- 
ability lincluding  the  expenses  of  litigation 
or  settlement)  for  negligence  arising  out  of 
the  contractor's  performance  in  carrying 
out  response  action  activities  under  this 
title,  unless  such  liability  was  caused  by 
conduct  of  the  contractor  which  was  grossly 
negligent  or  which  constituted  intentional 
misconduct 

"12)  Applicability.— This  subsection  shall 
apply  only  with  respect  to  a  response  action 
carried  out  under  written  agreement  with— 

"I A)  the  President' 

"IB)  ariy  Federal  agency; 

"lO  a  State  or  political  subdivision  which 
has  entered  into  a  contract  or  cooperative 
agreement  in  accordance  unth  section 
104ld)ll)  of  this  title;  or 

"ID)  any  potentially  responsible  party  car- 
rying out  any  agreement  under  section  122 
Irelating  to  settlements)  or  section  106  Ire- 
lating  to  abatement). 

"13)  Source  of  funding.— This  subsection 
shall  not  be  subject  to  section  1301  or  1341  of 
title  31  of  the  United  States  Code  or  section 
3732  of  the  Revised  Statutes  141  U.S.C.  11)  or 
to  section  3  of  the  Superfund  Amendments 
and  Reauthorization  Act  of  1986.  For  pur- 
poses of  section  111,  amounts  expended  pur- 
suant to  this  subsection  for  indemnification 
of  any  response  action  contractor  lexcept 
with  respect  to  federally  owned  or  operated 
facilities)  shall  be  considered  governmental 
response  costs  incurred  pursuant  to  section 
104.  If  sufficient  funds  are  unavailable  in 
the  Hazardous  Substance  Superfund  estab- 
lished under  subchapter  A  of  chapter  98  of 
thi;  Internal  Revenue  Code  of  1954  to  make 
payments  pursuant  to  such  indemnification 
or  if  the  Fund  is  repealed,  there  are  author- 
ized to  be  appropriated  such  amounts  as 
may  be  necessary  to  make  such  payments. 
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"(4)  Requirements.— An  indemnification 
agreement  may  be  provided  under  this  sub- 
section only  if  the  President  determines  that 
each  of  the  following  requirements  are  met 

"(A)  The  liability  covered  by  the  indemni- 
fication agreement  exceeds  or  is  not  covered 
by  insurance  available,  at  a  fair  and  reason- 
able price,  to  the  contractor  at  the  time  the 
contractor  enters  into  the  contract  to  pro- 
vide response  action,  and  adequate  insur- 
ance to  cover  such  liability  is  not  generally 
available  at  the  time  the  response  action 
contract  is  entered  into. 

"IB)  The  response  action  contractor  has 
made  diligent  efforts  to  obtain  insurance 
coverage  from  non-Federal  sources  to  cover 
such  liability. 

"(O  In  the  case  of  a  response  action  con- 
tract covering  more  than  one  facility,  the  re- 
sponse action  contractor  agrees  to  continue 
to  make  such  diligent  efforts  each  time  the 
contractor  befftns  work  under  the  contract 
at  a  new  facility. 

"(S)  Limitations.— 

"(A)  Liability  covered.— Indemnification 
under  this  subsection  shall  apply  only  to  re- 
sponse action  contractor  liability  which  re- 
sults from  a  release  of  any  hazardous  sub- 
stance or  pollutant  or  contaminant  if  such 
release  arises  out  of  response  action  activi- 
ties. 

"IB)  Deductibles  and  limits.— An  indem- 
nification agreement  under  this  subsection 
shall  include  deductibles  and  shall  place 
limits  on  the  amount  of  indemnification  to 
be  made  available. 

"(C)  Contracts  with  potentially  respon- 
sible PARTIES.— 

"(i)  Decision  to  iNDEMNirY.—In  deciding 
whether  to  enter  into  an  indemnification 
agreement  with  a  response  action  contractor 
carrying  out  a  written  contract  or  agree- 
ment with  any  potentially  responsible  party, 
the  President  shall  determine  an  amount 
which  the  potentially  responsible  party  is 
able  to  indemnify  the  contractor.  The  Presi- 
dent may  enter  into  such  an  indemnifica- 
tion agreement  only  if  the  President  deter- 
mines that  such  amount  of  indemnification 
is  inadequate  to  cover  any  reasonable  poten- 
tial liability  of  the  contractor  arising  out  of 
the  contractor's  negligence  in  performing 
the  contract  or  agreement  with  such  party. 
The  President  shall  make  the  determina- 
tions in  the  preceding  sentences  (with  re- 
spect to  the  amount  and  the  adequacy  of  the 
amount)  taking  into  account  the  total  net 
assets  and  resources  of  potentially  responsi- 
ble parties  with  respect  to  the  facility  at  the 
time  of  such  determinations. 

"(ii)  Conditions.— The  President  may  pay 
a  claim  under  an  indemnification  agree- 
ment referred  to  in  clause  (i)  for  the  amount 
determined  under  clause  (i)  only  if  the  con- 
tractor has  exhausted  all  administrative,  ju- 
dicial, and  common  law  claims  for  indemni- 
fication against  all  potentially  responsible 
parties  participating  in  the  clean-up  of  the 
facility  with  respect  to  the  liability  of  the 
contractor  arising  out  of  the  contractor's 
negligence  in  performing  the  contract  or 
agreement  with  such  party.  Such  indemnifi- 
cation agreement  shall  require  such  contrac- 
tor to  pay  any  deductible  established  under 
subparagraph  (B)  before  the  contractor  may 
recover  any  amount  from  the  potentially  re- 
sponsible party  or  under  the  indemnifica- 
tion agreement 

"(D)  RCRA  FACIUTIES.—No  owner  or  opera- 
tor of  a  facility  regulated  under  the  Solid 
Waste  Disposal  Act  may  be  indemnified 
under  this  subsection  with  respect  to  such 
facility. 

"(E)  Persons  retained  or  hired.— A  person 
retained  or  hired  by  a  person  described  in 


subsection  (e)(2)(B)  shall  be  eligible  for  in- 
demnification under  this  subsection  only  if 
the  President  specifically  approves  of  the  re- 
taining or  hiring  of  such  person. 

"(6)  Cost  recovery.— For  purposes  of  sec- 
tion 107,  amounts  expended  pursuant  to  this 
subsection  for  indemnification  of  any 
person  who  is  a  response  action  contractor 
with  respect  to  any  release  or  threatened  re- 
lease shall  be  considered  a  cost  of  response 
incurred  by  the  United  States  Government 
with  respect  to  such  release. 

"(7)  REGULATioNS.-The  President  shall 
promulgate  regulations  for  carrying  out  the 
provisions  of  this  subsection.  Before  promul- 
gation of  the  regulations,  the  President  shall 
develop  guidelines  to  carry  out  this  section. 
Development  of  such  guidelines  shall  in- 
clude reasonable  opportunity  for  public 
comment 

"(8)  STVDY.—The  Comptroller  General 
shall  conduct  a  study  in  the  fiscal  year 
ending  September  30.  1989,  on  the  applica- 
tion of  this  subsection,  including  whether 
indemnification  agreements  under  this  sub- 
section are  being  used,  the  number  of  claims 
that  have  been  filed  under  such  agreements, 
and  the  need  for  this  subsection.  The  Comp- 
troller General  shall  report  the  findings  of 
the  study  to  Congress  no  later  than  Septem- 
ber 30,  1989. 

"(d)  Exception.— The  exemption  provided 
under  subsection  (a)  and  the  authority  of 
the  President  to  offer  indemnification  under 
subsection  (c)  shall  not  apply  to  any  person 
covered  by  the  provisions  of  paragraph  (1), 
(2),  (3),  or  (4)  of  section  107(a)  with  respect 
to  the  release  or  threatened  release  con- 
cerned if  such  person  would  be  covered  by 
such  provisions  even  if  such  person  had  not 
carried  out  any  actions  referred  to  in  sub- 
section (e)  of  this  section. 

"(e)  Definitions.— For  purposes  of  this  sec- 
tion— 

"(1)  Response  action  contract.— The  term 
'response  action  contract'  means  any  writ- 
ten contract  or  agreement  entered  into  by  a 
response  action  contractor  (as  defined  in 
paragraph  (2)(A)  of  this  subsection)  with— 

"(A)  the  President 

"(B)  any  Federal  agency; 

"(C)  a  State  or  political  subdivision  which 
has  entered  into  a  contract  or  cooperative 
agreement  in  accordance  with  section 
104(d)(1)  of  this  Act  or 

"(D)  any  potentially  responsible  party  car- 
rying out  an  agreement  under  section  106  or 
122; 

to  provide  any  remedial  action  under  this 
Act  at  a  facility  listed  on  the  National  Prior- 
ities List  or  any  removal  under  this  Act 
v}ith  respect  to  any  release  or  threatened  re- 
lease of  a  hazardous  substance  or  pollutant 
or  contaminanl  from  the  facility  or  to  pro- 
vide any  evaluation,  planning,  engineering, 
surveying  and  mapping,  design,  construc- 
tion, equipment  or  any  ancillary  services 
thereto  for  such  facility. 

"(2)  Response  action  contractor.— The 
term  'response  action  contractor'  means— 

"(A)  any— 

"(i)  person  who  enters  into  a  response 
action  contract  with  respect  to  any  release 
or  threatened  release  of  a  hazardous  sub- 
stance or  pollutant  or  contaminant  from  a 
facility  and  is  carrying  out  such  contract 
and 

"(ii)  person,  public  or  nonprofit  private 
entity,  conducting  a  field  demonstration 
pursuant  to  section  311(b);  and 

"(B)  any  person  who  is  retained  or  hired 
by  a  person  described  in  subparagraph  (A) 
to  provide  any  services  relating  to  a  re- 
sponse action. 


"(3)  Insurance.— The  term  'insurance' 
means  liability  insurance  which  is  fair  and 
reasonably  priced,  as  determined  by  the 
President,  and  which  is  made  available  at 
the  time  the  contractor  enters  into  the  re- 
sponse action  contract  to  provide  response 
action. 

"(f)  Competition.— Response  action  con- 
tractors and  subcontractors  for  program 
management,  construction  management,  ar- 
chitectural and  engineering,  surveying  and 
mapping,  and  related  services  shall  be  select- 
ed in  accordance  with  title  IX  of  the  Federal 
Property  and  Administrative  Services  Act  of 
1949.  The  Federal  selection  procedures  shall 
apply  to  appropriate  contracts  negotiated 
by  all  Federal  govermnental  agencies  in- 
volved in  carrying  out  this  Act  Such  proce- 
dures shall  be  followed  by  response  action 
contractors  and  subcontractors. ". 
SEC.  120.  FEDERAL  FACILITIES. 

(a)  In  General.— Title  I  of  CERCLA  U 
amended  by  adding  the  following  new  sec- 
tion after  section  119: 

"SEC.  120.  federal  FACILITIES. 

"(a)  Appucation  of  Act  to  Federal  Gov- 
ernment.— 

"(1)  In  general.— Each  department, 
agency,  and  instrumentality  of  the  United 
States  (including  the  executive,  legislative, 
and  judicial  branches  of  government)  shall 
be  subject  to,  and  comply  with,  this  Act  in 
the  same  manner  and  to  the  same  extent 
both  procedurally  and  substantively,  as  any 
nongovernmental  entity,  including  liability 
under  section  107  of  this  Act  Nothing  in 
this  section  shall  be  construed  to  affect  the 
liability  of  any  person  or  entity  under  sec- 
tions 106  and  107. 

"(2)  Application  of  requirements  to  fed- 
eral facilities.— All  guidelines,  rules,  regula- 
tions, and  criteria  which  are  applicable  to 
preliminary  assessments  carried  out  under 
this  Act  for  facilities  at  which  hazardous 
substances  are  located,  applicable  to  evalua- 
tions of  such  facilities  under  the  National 
Contingency  Plan,  applicable  to  inclusion 
on  the  National  Priorities  List  or  applica- 
ble to  remedial  actions  at  such  facilities 
shall  also  be  applicable  to  facilities  which 
are  owned  or  operated  try  a  department, 
agency,  or  instrumentality  of  the  United 
States  in  the  same  manner  and  to  the  extent 
as  such  guidelines,  rules,  regulations,  and 
criteria  are  applicable  to  other  facilities.  No 
department  agency,  or  instrumentality  of 
the  United  States  may  adopt  or  utilize  any 
such  guidelines,  rules,  regulations,  or  crite- 
ria which  are  inconsistent  with  the  guide- 
lines, rules,  regulations,  and  criteria  estab- 
lished by  the  Administrator  under  this  Act 

"(3)  Exceptions.— This  subsection  shall 
not  apply  to  the  extent  othetwise  provided 
in  this  section  with  respect  to  applicable 
time  periods.  This  subsection  shall  also  not 
apply  to  any  requirements  relating  to  land- 
ing, insurance,  or  financial  responsilnlity. 
Nothing  in  this  Act  shall  be  construed  to  re- 
quire a  State  to  comply  with  section 
104(c)(3)  in  the  case  of  a  facility  which  is 
owned  or  operated  by  any  department 
agency,  or  instrumentality  of  the  United 
States. 

"(4)  State  laws.— State  laws  conceminst 
removal  and  remedial  action,  including 
State  laws  regarding  enforcement  shall 
apply  to  removal  and  remedial  action  at  fa- 
cilities owned  or  operated  by  a  department 
agency,  or  instrumentality  of  the  United 
States  when  such  facilities  are  not  included 
on  the  National  Priorities  List  The  preced- 
ing sentence  shall  not  apply  to  the  extent  a 
State  law  would  apply  any  standard  or  re- 
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QUirement  to  stich  facilities  which  is  more 
stringent  than  the  standards  and  require- 
ments applicable  to  facilities  which  are  not 
owned  or  operated  by  any  such  department, 
agency,  or  instrumentality. 

"lb)  Notice.— Each  department,  agency, 
and  instrumentality  of  the  United  States 
shall  add  to  the  inventory  of  Federal  agency 
hazardous  waste  facilities  required  to  be 
submitted  under  section  3016  of  the  Solid 
Waste  Disposal  Act  (in  addition  to  the  infor- 
mation required  under  section  301Sla)l3)  of 
such  Act)  information  on  contamination 
from  each  facility  owned  or  operated  by  the 
department,  agency,  or  instrumentality  if 
such  contaTnination  affects  contiguous  or 
adjacent  property  owned  by  the  department, 
agency,  or  instrumentality  or  by  any  other 
person,  including  a  description  of  the  moni- 
toring data  obtained. 

"(ci  Federal  Agency  Hazardous  Waste 
CoMPUANCE  Docket.— The  Administrator 
shall  establish  a  special  Federal  Agency  Haz- 
ardous Waste  Compliance  Docket  (herein- 
after in  this  section  referred  to  as  the 
docket ')  which  shall  contain  each  of  the  fol- 
lowing: 

"(II  All  information  submitted  under  sec- 
tion 3016  of  the  Solid  Waste  Disposal  Act 
and  subsection  (b)  of  this  section  regarding 
any  Federal  facility  and  notice  of  each  sub- 
sequent action  taken  under  this  Act  with  re- 
spect to  the  facility. 

'(2)  Information  submitted  by  each  de- 
partment, agency,  or  instrumentality  of  the 
United  States  under  section  3005  or  3010  of 
such  Act. 

"(3)  Information  submitted  by  the  depart- 
ment, agency,  or  instrumentality  under  sec- 
tion 103  of  this  Act 

The  docket  shall  be  aiailable  for  public  in- 
spection at  rea.sonable  times.  Six  moJiths 
after  establishment  of  the  docket  and  every  6 
months  thereafter,  the  Administrator  shall 
publish  in  the  Federal  Register  a  list  of  the 
Federal  facilities  which  have  been  included 
in  the  docket  during  the  immediately  pre- 
ceding 6-month  period.  Such  publication 
shall  also  indicate  where  m  the  appropriate 
regional  office  of  the  Environmental  Protec- 
tion Agency  additional  information  may  be 
obtained  with  respect  to  any  facility  on  the 
docket.  The  Administrator  shall  establish  a 
program  to  provide  information  to  the 
public  with  respect  to  facilities  which  are 
included  in  the  docket  under  this  subsec- 
tion. 

"(d)  Assessment  and  Evaluation.— Not 
later  than  IS  months  after  the  enactment  of 
the  Superfund  Amendments  and  Reauthor- 
ization Act  of  1986.  the  Administrator  shall 
take  steps  to  assure  that  a  preliminary  as- 
sessment is  conducted  for  each  facility  on 
the  docket.  Following  such  preliminary  as- 
sessment, the  Administrator  shall,  where  ap- 
propriate— 

"(1)  evaluate  such  facilities  in  accordance 
with  the  criteria  established  in  accordance 
tcith  section  105  under  the  National  Contin- 
gency Plan  for  determining  priorities 
among  releases;  and 

"(2)  include  such  facilities  on  the  Nation- 
al Priorities  List  maintained  under  such 
plan  if  the  facility  meets  such  criteria. 
Such  criteria  shall  be  applied  in  the  same 
manner  as  the  criteria  are  applied  to  facili- 
ties which  are  owned  or  operated  by  other 
persons.  Evaluation  and  listing  under  this 
subsection  shall  be  completed  not  later  than 
30  months  after  such  date  of  enactment. 
Upon  the  receipt  of  a  petition  from  the  Gov- 
ernor of  any  State,  the  Administrator  shall 
make  such  an  evaluation  of  any  facility  in- 
cluded in  the  docket 


"(e)  Required  Action  by  Department.— 

"(1)  RI/FS.—Not  later  than  6  months  after 
the  inclusion  of  any  facility  on  the  National 
Priorities  List  the  department  agency,  or 
instrumentality  which  owns  or  operates 
such  facility  shall,  in  consultation  with  the 
Administrator  and  appropriate  State  au- 
thorities, commence  a  remedial  investiga- 
tion and  feasibility  study  for  such  facility. 
In  the  case  of  any  facility  which  is  listed  on 
such  list  before  the  date  of  the  enactment  of 
this  section,  the  department  agency,  or  in- 
strumentality which  owns  or  operates  such 
facility  shall,  in  consultation  with  the  Ad- 
ministrator and  appropriate  State  authori- 
ties, commence  such  an  investigation  and 
study  for  such  facility  within  one  year  after 
such  date  of  enactment  The  Administrator 
and  appropriate  State  authorities  shall  pub- 
lish a  timetable  and  deadlines  for  expedi- 
tious completion  of  such  investigation  and 
study. 

"(2)  Commencement  of  remedial  action; 
interagency  AGREEMENT.-The  Administrator 
shall  review  the  results  of  each  investigation 
and  study  conducted  as  provided  in  para- 
graph (1).  Within  180  days  thereafter,  the 
head  of  the  department  agency,  or  instru- 
mentality concerned  shall  enter  into  an 
interagency  agreement  with  the  Administra- 
tor for  the  expeditious  completion  by  such 
department  agency,  or  instrumentality  of 
all  necessary  remedial  action  at  such  facili- 
ty. Substantial  continuous  physical  onsite 
remedial  action  shall  be  commenced  at  each 
facility  not  later  than  15  months  after  com- 
pletion of  the  investigation  and  study.  All 
such  interagency  agreements,  including 
review  of  alternative  remedial  action  plans 
and  selection  of  remedial  action,  shall 
comply  with  the  public  participation  re- 
quirements of  section  117. 

"(3)  Completion  of  remedial  actions.— Re- 
medial actions  at  facilities  subject  to  inter- 
agency agreements  under  this  secli.in  shall 
be  completed  as  expeditiously  as  practicable. 
Each  agency  shall  include  m  its  annual 
budget  subm.issions  to  the  Congress  a  review 
of  alternative  agency  funding  which  could 
be  used  to  provide  for  Che  costs  of  remedial 
action.  The  budget  submission  shall  also  in- 
clude a  statement  of  the  hazard  posed  by  the 
facility  to  human  health,  welfare,  and  the 
environment  and  identify  the  specific  conse- 
quences of  failure  to  begin  and  complete  re- 
medial action. 

"(4)  Contents  of  agreement.— Each  inter- 
agency agreement  under  this  subsection 
shall  include,  but  shall  not  be  limited  to, 
each  of  the  following: 

"(A)  A  review  of  alternative  remedial  ac- 
tions and  selection  of  a  remedial  action  by 
the  head  of  the  relevant  department,  agency, 
or  instrumentality  and  the  Administrator 
or.  if  unable  to  reach  agreement  on  selection 
of  a  remedial  action,  selection  by  the  Admin- 
istrator. 

"(B)  A  schedule  for  the  completion  of  each 
such  remedial  action. 

"(C)  Arrangements  for  long-term  oper- 
ation and  maintenance  of  the  facility. 

"(5)  Annual  report— Each  department 
agency,  or  instrumentality  responsible  for 
compliance  with  this  section  shall  furnish 
an  annual  report  to  the  Congress  concerning 
its  progress  in  implementing  the  require- 
ments of  this  section.  Such  reports  shall  in- 
clude, but  shall  not  be  limited  to,  each  of  the 
following  items; 

"(A)  A  report  on  the  progress  in  reaching 
interagency  agreements  under  this  section. 

"(B)  The  specific  cost  estimates  and  budg- 
etary proposals  involved  in  each  interagen- 
cy agreement 


"(C)  A  brief  summary  of  the  public  com- 
ments regarding  each  proposed  interagency 
agreement 

"(D)  A  description  of  the  instances  in 
which  no  agreement  was  reached. 

"(E)  A  report  on  progress  in  conducting 
investigations  and  studies  under  paragraph 
(1). 

"(F)  A  report  on  progress  in  conducting  re- 
medial actions. 

"(G)  A  report  on  progress  in  conducting 
remedial  action  at  facilities  which  are  not 
listed  on  the  National  Priorities  List 

With  respect  to  instances  in  which  no  agree- 
ment was  reached  within  the  required  time 
period,  the  department,  agency,  or  instru- 
mentality filing  the  report  under  this  para- 
graph shall  include  in  such  report  an  expla- 
nation of  the  reasons  why  no  agreement  was 
reached.  The  annual  report  required  by  this 
paragraph  shall  also  contain  a  detailed  de- 
scription on  a  State-by-State  basis  of  the 
status  of  each  facility  subject  to  this  section, 
including  a  description  of  the  hazard  pre- 
sented by  each  facility,  plans  and  schedules 
for  initiating  and  completing  response 
action,  enforcement  status  (where  appropri- 
ate), and  an  explanation  of  any  postpone- 
ments or  failure  to  complete  response 
action.  Such  reports  shall  also  be  submitted 
to  the  affected  States. 

"'61  Settlements  with  other  parties.— If 
the  Administrator,  in  consultation  with  the 
head  of  the  relevant  department  agency,  or 
instrumentality  of  the  United  States,  deter- 
mines that  remedial  investigations  and  fea- 
sibility studies  or  remedial  action  will  be 
done  properly  at  the  Federal  facility  by  an- 
other potentially  responsible  party  within 
the  deadlines  provided  m  paragraphs  (1), 
(21,  and  (3)  of  this  subsection,  Che  Adminis- 
trator may  enter  into  an  agreement  with 
such  party  under  section  122  (relating  to  set- 
tlements). Following  approval  by  the  Attor- 
ney General  of  any  such  agreement  relating 
to  a  remedial  action,  the  agreement  shall  be 
entered  in  the  appropriate  United  States 
district  court  as  a  consent  decree  under  sec- 
tion 106  of  this  Act 

"(fi  State  and  Local  Participation.  — The 
.Administrator  and  each  department 
agency,  or  instrumentality  responsible  for 
compliance  with  this  section  shall  afford  to 
relevant  State  and  local  officials  the  oppor- 
tunity to  participate  m  the  planning  and  se- 
lection of  the  remedial  action,  including  but 
not  limited  to  the  review  of  all  applicable 
data  as  it  becomes  available  and  the  devel- 
opment of  studies,  reports,  and  action  plans. 
In  the  case  of  State  officials,  the  opportuni- 
ty to  participate  shall  be  provided  in  ac- 
cordance with  section  121. 

"(g>  Transfer  of  AuTHORiriES.-Except  for 
authorities  which  are  delegated  by  the  Ad- 
ministrator to  an  officer  or  employee  of  the 
Environmental  Protection  Agency,  no  au- 
thority vested  in  the  Administrator  under 
this  section  may  be  transferred,  by  executive 
order  of  the  President  or  otherwise,  to  any 
other  officer  or  employee  of  the  United 
States  or  to  any  other  person. 

"(h)  Property  Transferred  by  Federal 
Agencies.- 

"(1)  Notice.— After  the  last  day  of  the  6- 
month  period  beginning  on  the  effective 
date  of  regulations  under  paragraph  (2)  of 
this  subsection,  whenever  any  department 
agency,  or  instrumentality  of  the  United 
States  enters  into  any  contract  for  the  sale 
or  other  transfer  of  real  property  which  is 
owned  by  the  United  States  and  on  which 
any  hazardous  substance  was  stored  for  one 
year  or  more,  known  to  have  Seen  released. 
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or  disposed  of.  the  head  of  such  department, 
agency,  or  instrumentality  shall  include  in 
such  contract  notice  of  the  type  and  Quanti- 
ty of  such  hazardous  substance  and  notice 
of  the  time  at  which  such  storage,  release,  or 
disposal  took  place,  to  the  extent  such  infor- 
mation is  available  on  the  basis  of  a  com- 
plete search  of  agency  files. 

"(2J  Form  of  notice;  regulations.— Notice 
under  this  subsection  shall  be  provided  in 
such  form  and  manner  as  may  be  provided 
in  regulations  promulgated  by  the  Adminis- 
trator. As  promptly  as  practicable  after  the 
enactment  of  this  subsection  but  not  later 
than  18  months  after  the  date  of  such  enact- 
ment, and  after  consultation  with  the  Ad- 
ministrator of  the  General  Services  Admin- 
istration, the  Administrator  shall  promul- 
gate regulations  regarding  the  notice  re- 
quired to  be  provided  under  this  subsection. 

"(3)  Contents  of  certain  deeds.— After  the 
last  day  of  the  6-month  period  beginning  on 
the  effective  date  of  regulations  under  para- 
graph (21  of  this  subsection,  in  the  case  of 
any  real  properly  owned  by  the  United 
States  on  which  any  hazardous  substance 
was  stored  for  one  year  or  more,  known  to 
have  been  released,  or  disposed  of,  each  deed 
entered  into  for  the  transfer  of  such  property 
by  the  United  States  to  any  other  person  or 
entity  shall  contain— 

"<A>  to  the  extent  such  information  is 
available  on  the  basis  of  a  complete  search 
of  agency  files— 

"HI  a  notice  of  the  type  and  quantity  of 
such  hazardov.s  substances, 

"(HI  notice  of  the  time  at  which  such  stor- 
age, release,  or  disposal  took  place,  and 

"(iiil  a  description  of  the  remedial  action 
taken,  if  any,  and 

"(Bl  a  covenant  warranting  that— 

"(il  all  remedial  action  necessary  to  pro- 
tect human  health  and  the  environment 
with  respect  to  any  such  substance  remain- 
ing on  the  property  has  been  taken  before 
the  date  of  such  transfer,  and 

"(HI  any  additional  remedial  action 
found  to  be  necessary  after  the  date  of  such 
transfer  shaU  be  conducted  6y  the  United 
States. 

The  requirements  of  subparagraph  (Bl  shall 
not  apply  in  any  case  in  which  the  person  or 
entity  to  whom  the  property  is  transferred  is 
a  potentially  responsible  party  with  respect 
to  such  real  property. 

"(i)  Obligations  Under  Soud  Waste  Dis- 
posal Act.— Nothing  in  this  section  shall 
affect  or  impair  the  obligation  of  any  de- 
partment, agency,  or  instrumentality  of  the 
United  States  to  comply  with  any  require- 
ment of  the  Solid  Waste  Disposal  Act  (in- 
cluding corrective  action  requirements/. 

"(jl  National  Security.— 

"(II  Site  specific  presidential  orders.— 
The  President  may  issue  such  orders  regard- 
ing response  actions  at  any  specified  site  or 
facility  of  the  Department  of  Energy  or  the 
Department  of  Defense  as  may  be  necessary 
to  protect  the  national  security  interests  of 
the  United  States  at  that  site  or  facility. 
Such  orders  may  include,  where  necessary  to 
protect  such  interests,  an  exemption  from 
any  requirement  contained  in  this  title  or 
under  title  III  of  the  Superfund  Amend- 
ments and  Reauthorization  Act  of  1986  with 
respect  to  the  site  or  facility  concerned.  The 
President  shall  notify  the  Congress  toithin 
30  days  of  the  issuance  of  an  order  under 
this  paragraph  providing  for  any  such  ex- 
emption. Such  notification  shall  include  a 
statement  of  the  reasons  for  the  granting  of 
the  exemption.  An  exemption  under  this 
paragraph  shall  6e  for  a  specified  period 
which  may  not  exceed  one  year.  Additional 


exemptions  may  be  granted,  each  upon  the 
President's  issuance  of  a  new  order  under 
this  paragraph  for  the  site  or  facility  con- 
cerned. Each  such  additional  exemption 
shall  be  for  a  specified  period  which  may 
not  exceed  one  year.  It  is  the  intention  of  the 
Congress  that  whenever  an  exemption  is 
issued  under  this  paragraph  the  response 
action  shall  proceed  as  expeditiously  as 
practicable.  The  Congress  shall  be  notified 
periodically  of  the  progress  of  any  response 
action  with  respect  to  which  an  exemption 
has  been  issued  under  this  paragraph.  No  ex- 
emption shall  be  granted  under  this  para- 
graph due  to  lack  of  appropriation  unless 
the  President  shall  have  specifically  request- 
ed such  appropriation  as  a  part  of  the  budg- 
etary process  and  the  Congress  shall  have 
failed  to  make  available  such  requested  ap- 
propriation. 

"(21  Classified  information.— Notwith- 
standing any  other  provision  of  law,  all  re- 
quirements of  the  Atomic  Energy  Act  and  all 
Executive  orders  concerning  the  handling  of 
restricted  data  and  national  security  infor- 
mation, including  'need  to  know'  require- 
ments, shall  be  applicable  to  any  grant  of 
access  to  classified  information  under  the 
provisions  of  this  Act  or  under  title  III  of 
the  Superfund  Amendments  and  Reauthor- 
ization Act  of  1986.". 

(bl  Limited  Grandfather.— Section  120  of 
CERCLA  shall  not  apply  to  any  response 
action  or  remedial  action  for  which  a  plan 
is  under  development  by  the  Department  of 
Energy  on  the  date  of  enactment  of  this  Act 
with  respect  to  facilities— 

(II  owned  or  operated  by  the  United  States 
and  subject  to  the  jurisdiction  of  such  De- 
partment; 

(21  located  in  St.  (diaries  and  St.  Louis 
counties,  Missouri,  or  the  city  of  St  Louis, 
Missouri,  and 

(31  published  in  the  National  Priorities 
List 

In  preparing  such  plans,  the  Secretary  of 
Energy  shall  consult  with  the  Administrator 
of  the  Environmental  Protection  Agency. 
SEC.  m.  cleampsta.vdards. 

(a)  Amendment  of  CERCLA.— Title  I  of 
CERCLA  is  amended  by  adding  the  follow- 
ing new  section  after  section  120: 

"SEC.  HI.  CLEASVP  STASDARDS 

"(al  Seij:ction  of  Remedial  Action.— The 
President  shall  select  appropriate  remedial 
actions  determined  to  be  necessary  to  be  car- 
ried out  under  section  104  or  secured  under 
section  106  which  are  in  accordance  with 
this  section  and,  to  the  extent  practicable, 
the  national  contingency  plan,  and  which 
provide  for  cost-effective  response.  In  evalu- 
ating the  cost  effectiveness  of  proposed  alter- 
native remedial  actions,  the  President  shall 
take  into  account  the  total  short-  and  long- 
term  costs  of  such  actions,  including  the 
costs  of  operation  and  maintenance  for  the 
entire  period  during  which  such  activities 
will  be  required. 

"(bl  General  Rules.— (II  Remedial  ac- 
tions in  which  treatment  which  permanent- 
ly and  significantly  reduces  the  volume,  tox- 
icity or  mobility  of  the  hazardous  sub- 
stances, pollutants,  and  contaminants  is  a 
principal  element  are  to  be  preferred  over 
remedial  actions  not  involving  such  treat- 
ment The  offsite  transport  and  disposal  of 
hazardous  substances  or  contaminated  ma- 
terials without  such  treatment  should  be  the 
least  favored  alternative  remedial  action 
where  practicable  treatment  technologies 
are  available.  The  President  shall  conduct 
an  assessment  of  permanent  solutions  and 
alternative  treatment  technologies  or  re- 
source recovery  technologies  that  in  whole 


or  in  part,  will  result  in  a  permanent  and 
significant  decrease  in  the  toxicity,  mobili- 
ty, or  volume  of  the  hazardous  substance, 
pollutant,  or  contaminant  In  making  such 
assessment  the  President  shall  specifically 
address  the  long-term  effectiveness  of  vari- 
ous alternatives.  In  assessing  alternative  re- 
medial actions,  the  President  shalt  at  a 
minimum,  take  into  account 

"(Al  the  long-term  uncertainties  associat- 
ed with  land-disposal; 

'(Bl  the  goals,  objectives,  and  require- 
ments of  the  Solid  Waste  Disposal  Act' 

"(Cl  the  persistence,  toxicity,  mobility, 
and  propensity  to  bioaccumulale  of  such 
hazardous  substances  and  their  constitu- 
ents; 

"(Dl  short-  and  long-term  potential  for  ad- 
verse health  effects  from  human  exposure; 

"(El  long-term  maintenance  costs; 

"(Fl  the  potential  for  future  remedial 
action  costs  if  the  alternative  remedial 
action  in  question  were  to  fail  and 

"(Gl  the  potential  threat  to  human  health 
and  the  environment  associated  tmth  exca- 
vation, transportation,  and  redisposat  or 
containment 

The  President  shall  select  a  remedial  action 
that  is  protective  of  human  health  and  the 
enviromnent  that  is  cost  effective,  and  that 
utilizes  permanent  solutions  and  alterna- 
tive treatment  technologies  or  resource  re- 
covery technologies  to  the  maximum  extent 
practicable.  If  the  President  selects  a  reme- 
dial action  not  appropriate  for  a  preference 
under  this  subsection,  the  President  shall 
publish  an  explanation  as  to  why  a  remedial 
action  involving  such  reductions  was  not  se- 
lected. 

"(21  The  President  may  select  an  alterna- 
tive remedial  action  meeting  the  objectives 
of  this  subsection  whether  or  not  such 
action  has  been  achieved  in  practice  at  any 
other  facility  or  site  that  has  similar  charac- 
teristics. In  making  such  a  selection,  the 
President  may  take  into  account  the  degree 
of  support  for  such  remedial  action  by  par- 
ties interested  in  such  site. 

"(cl  Review.— If  the  President  selects  a  re- 
medial action  that  results  in  any  hazardous 
substances,  pollutants,  or  contaminants  re- 
maining at  the  site,  the  President  shall 
review  such  remedial  action  no  less  often 
than  each  5  years  after  the  initiation  of  such 
remedial  action  to  assure  that  human  health 
and  the  environment  are  being  protected  by 
the  remedial  action  being  implemented.  In 
addition,  if  upon  such  review  it  is  the  judg- 
ment of  the  President  that  action  is  appro- 
priate at  such  site  in  accordance  with  sec- 
tion 104  or  106,  the  President  shall  take  or 
require  such  action.  The  President  shall 
report  to  the  Congress  a  list  of  facilities  for 
which  such  review  is  required,  the  results  of 
all  such  reviews,  and  any  actions  taken  as  a 
result  of  such  reviews. 

"(dl  Degree  of  Cleanup.— (II  Remedial  ac- 
tions selected  under  this  section  or  other- 
wise required  or  agreed  to  by  the  President 
under  this  Act  shall  attain  a  degree  of  clean- 
up of  hazardous  substances,  pollutants,  and 
contaminants  released  into  the  environment 
and  of  control  of  further  release  at  a  mini- 
mum which  assures  protection  of  human 
health  and  the  environment  Such  remedial 
actions  shall  be  relevant  and  appropriate 
under  the  circumstances  presented  by  the  re- 
lease or  threatened  release  of  such  substance, 
pollutant  or  contaminant 

"(2I(AI  With  respect  to  any  hazardous  sub- 
stance, pollutant  or  contaminant  that  will 
remain  onsite,  if— 

"(il  any  standard,  requirement  criteria, 
or  limitation  under  any  Federal  environ- 
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mental  law.  including,  but  not  limited  to. 
the  Toxic  Substances  Control  Act.  the  Safe 
Drinking  Water  Act,  the  Clean  Air  Act.  the 
Clean  Water  Act,  the  Marine  Protection.  Re- 
search and  Sanctuaries  Act,  or  the  Solid 
Waste  Disposal  Act;  or 

"tin  any  promulgated  standard,  require- 
ment, criteria,  or  limitation  under  a  State 
environmental  or  facility  siting  law  that  is 
more  stringent  than  any  Federal  standard, 
requirement,  criteria,  or  limitation,  includ- 
ing each  such  State  standard,  requirement, 
criteria,  or  limitation  contained  in  a  pro- 
gram approved,  authorized  or  delegated  by 
the  Administrator  under  a  statute  cited  in 
subparagraph  tA).  and  that  has  been  identi- 
fied to  the  President  by  the  State  in  a  timely 
manner. 

is  legally  applicable  to  the  hazardous  sub- 
stance or  pollutant  or  contaminant  con- 
cerned or  is  relevant  and  appropriate  under 
the  circumstances  of  the  release  or  threat- 
ened release  of  such  hazardous  substance  or 
pollutant  or  contaminant,  the  remedial 
action  selected  under  section  104  or  secured 
under  section  106  shall  require,  at  the  com- 
pletion of  the  remedial  action,  a  level  or 
standard  of  control  for  such  hazardous  sub- 
stance or  pollutant  or  contaminant  which 
at  least  attains  such  legally  applicable  or 
relevant  and  appropriate  standard,  require- 
ment, criteria,  or  limitation.  Such  rernedial 
action  shall  require  a  level  or  standard  of 
control  which  at  least  attains  Maximum 
Contaminant  Level  Goals  established  under 
the  Safe  Drinking  Water  Act  and  water  qual- 
ity criteria  established  under  section  304  or 
303  of  the  Clean  Water  Act  where  such  goals 
or  criteria  are  relevant  and  appropriate 
under  the  circumstances  of  the  release  or 
threatened  release. 

"iBiiii  In  determining  whether  or  not  any 
water  quality  criteria  under  the  Clean 
Water  Act  is  relevant  and  appropriate  under 
the  circumstances  of  the  release  or  threat- 
ened release,  the  President  shall  consider  the 
designated  or  potential  use  of  the  surface  or 
groundwater,  the  environmental  media  af- 
fected, the  purposes  for  which  such  criteria 
were  developed,  and  the  latest  information 
available. 

"iiii  For  the  purposes  of  this  section,  a 
process  for  establishing  alternate  concentra- 
tion limits  to  those  otherwise  applicable  for 
hazardous  constituents  in  groundwater 
under  subparagraph  iA>  may  not  be  used  to 
establish  applicable  standards  under  this 
paragraph  if  the  process  assumes  a  point  of 
human  exposure  beyond  the  boundary  of  the 
facility,  as  defined  at  the  conclusion  of  the 
remedial  investigation  and  feasibility  study, 
except  where — 

"fl>  there  are  known  and  projected  points 
of  entry  of  such  groundwater  into  surface 
water;  and 

"fill  on  the  basis  of  measurements  or  pro- 
jections, there  is  or  will  be  no  statistically 
significant  increase  of  such  constituents 
from  such  groundwater  in  such  surface 
water  at  the  point  of  entry  or  at  any  point 
where  there  is  reason  to  believe  accumula- 
tion of  constituents  may  occur  downstream; 
and 

"HID  the  remedial  action  includes  en- 
forceable measures  that  will  preclude  human 
exposure  to  the  contaminated  groundwater 
at  any  point  between  the  facility  boundary 
_  and  all  known  and  projected  points  of  entry 
'  of  such  groundwater  into  surface  water  then 
the  assumed  point  of  human  exposure  may 
be  at  such  known  and  projected  points  of 
entry. 

"(CKi)  Clause  Hi/  of  this  subparagraph 
shall  be  applicable  only  in  cases  where,  due 


to  the  President's  selection,  in  compliance 
with  subsection  (bid),  of  a  proposed  remedi- 
al action  which  does  not  permanently  and 
significantly  reduce  the  volume,  toxicity,  or 
mobility  of  hazardous  substances,  pollut- 
ants, or  contaminants,  the  proposed  disposi- 
tion of  waste  generated  by  or  associated 
with  the  remedial  action  selected  by  the 
President  is  land  disposal  in  a  State  referred 
to  in  clause  Hi). 

"tin  Except  as  provided  in  clauses  liii) 
and  liv).  a  State  standard,  requirement,  cri- 
teria, or  limitation  tincluding  any  State 
siting  standard  or  requirement)  which  could 
effectively  result  in  the  statewide  prohibi- 
tion of  land  disposal  of  hazardous  sub- 
stances, pollutants,  or  contaminants  shall 
not  apply. 

"liii)  Any  State  standard,  requirement, 
criteria,  or  limitation  referred  to  in  clause 
tii)  shall  apply  where  each  of  the  following 
conditions  is  met: 

"tl)  The  State  standard,  requirement,  cri- 
teria, or  limitation  is  of  general  applicabil- 
ity and  was  adopted  by  formal  means. 

"tlD  The  State  standard,  requirement,  cri- 
teria, or  limitation  was  adopted  on  the  basis 
of  hydrologic.  geologic,  or  other  relevant 
considerations  and  was  not  adopted  for  the 
purpose  of  precluding  onsite  remedial  ac- 
tions or  other  land  disposal  for  reasons  un- 
related to  protection  of  human  health  and 
the  environment. 

'HID  The  State  arranges  for.  and  assures 
payment  of  the  incremental  costs  of  utiliz- 
ing, a  facility  for  disposition  of  the  hazard- 
ous substances,  pollutants,  or  contaminants 
concerned. 

"'ivi  Where  the  remedial  action  selected 
by  the  President  does  not  conform  to  a  State 
standard  and  the  Stati'  has  initiated  a  law 
suit  against  the  Environmental  Protection 
Agency  prior  to  May  I.  1986  to  seek  to  have 
the  remedial  action  conform  to  such  stand- 
ard, the  President  shall  conform  ('.r  remedi- 
al  action  to  the  Slate  .■tiandard.  Trie  State 
shall  assure  the  availability  of  an  offsite  fa- 
cility for  such  remedial  action. 

"(3)  In  the  case  of  any  removal  or  remedi- 
al action  involving  the  transfer  of  any  hai- 
ardous  substance  or  pollutant  or  contami- 
nant offsite.  such  hazardous  substance  or 
pollutant  or  contaminant  shall  only  be 
transferred  to  a  facility  which  is  operating 
in  compliance  with  section  3004  and  3005  of 
the  Solid  Waste  Disposal  Act  'or.  where  ap- 
plicable, in  compliance  with  the  Toxic  Sub- 
stances Control  Act  or  other  applicable  Fed- 
eral law)  and  all  applicable  State  require- 
ments. Such  substance  or  pollutant  or  con- 
taminant may  be  transferred  to  a  land  dis- 
posal facility  only  if  the  President  deter- 
mines that  both  of  the  following  require- 
ments are  met: 

"tAl  The  unit  to  which  the  hazardous  sub- 
stance or  pollutant  or  contaminant  is  trans- 
ferred is  not  releasing  any  hazardous  waste, 
or  constituent  thereof,  into  the  ground  water 
or  surface  water  or  soil. 

"tB)  All  such  releases  from  other  units  at 
the  facility  are  being  controlled  by  a  correc- 
tive action  program  approved  by  the  Admin- 
istrator under  subtitle  C  of  the  Solid  Waste 
Disposal  Act. 

The  President  shall  notify  the  owner  or  oper- 
ator of  such  facility  of  determinations  under 
this  paragraph. 

"t4)  The  President  may  select  a  remedial 
action  meeting  the  requirements  of  para- 
graph 11)  that  does  not  attain  a  level  or 
standard  of  control  at  least  equivalent  to  a 
legally  applicable  or  relevant  and  appropri- 
ate standard,  requirement,  criteria,  or  limi- 
tation as  required  by  paragraph  12)  tinclud- 


ing subparagraph  tB)  thereof),  if  the  Presi- 
dent finds  that— 

"tA)  the  remedial  action  selected  is  only 
part  of  a  total  remedial  action  that  will 
attain  such  level  or  standard  of  control 
when  completed: 

"tB)  compliance  with  such  requirement  at 
that  facility  will  result  in  greater  risk  to 
human  health  and  the  environment  than  al- 
ternative options; 

"to  compliance  with  such  requirements  is 
technically  impracticable  from  an  engineer- 
ing perspective; 

"ID)  the  remedial  action  selected  will 
attain  a  standard  of  performance  that  is 
equivalent  to  that  required  under  the  other- 
wise applicable  standard,  requirement,  cri- 
teria, or  limitation,  through  use  of  another 
method  or  approach; 

"IE)  with  respect  to  a  State  standard,  re- 
quirement, criteria,  or  limitation,  the  State 
has  not  consistently  applied  tor  demonstrat- 
ed the  intention  to  consistently  apply)  the 
standard,  requirement,  criteria,  or  limita- 
tion in  similar  circumstances  at  other  reme- 
dial actions  within  the  State;  or 

"IF)  in  the  case  of  a  remedial  action  to  be 
undertaken  solely  under  section  104  using 
the  Fund,  selection  of  a  remedial  action  that 
attains  such  level  or  standard  of  control  will 
not  provide  a  balance  between  the  need  for 
protection  of  public  health  and  welfare  and 
the  environment  at  the  facility  under  con- 
sideration, and  the  availability  of  amounts 
from  the  Fund  to  respond  to  other  sites 
which  present  or  may  present  a  threat  to 
public  health  or  welfare  or  the  environment, 
taking  into  consideration  the  relative  imme- 
diacy of  such  threats. 

The  President  shall  publish  such  findings, 
together  with  an  explanation  and  appropri- 
ate documentation. 

"te)  Permits  .and  Enforcement.— II  i  No 
Federal.  State,  or  local  permit  shall  be  re- 
quired for  the  portion  of  any  removal  or  re- 
medial action  conducted  entirely  onsite. 
i.chere  such  remedial  action  is  selected  and 
carried  out  in  compliance  with  this  section. 

"12)  A  State  may  enforce  any  Federal  or 
State  standard,  requirement,  criteria,  or 
limitation  to  which  the  remedial  action  is 
required  to  conform  under  this  Act  in  the 
United  States  district  court  for  the  district 
in  which  the  facility  is  located.  Any  consent 
decree  shall  require  the  parties  to  attempt 
expeditiously  to  resolve  disagreements  con- 
cerning implementation  of  the  remedial 
action  informally  with  the  appropriate  Fed- 
eral and  State  agencies.  Where  the  parties 
agree,  the  consent  decree  may  provide  for 
administrative  enforcement.  Each  consent 
decree  shall  also  contain  stipulated  penal- 
ties for  violations  of  the  decree  in  an 
amount  not  to  exceed  $25,000  per  day.  which 
may  be  enforced  by  either  the  President  or 
the  State.  Such  stipulated  penalties  shall  not 
be  construed  to  impair  or  affect  the  author- 
ity of  the  court  to  order  compliance  with  the 
specific  terms  of  any  such  decree. 

"If)  State  Involvement.— 11)  The  President 
shall  promulgate  regulations  providing  for 
substantial  and  meaningful  involvement  by 
each  State  in  initiation,  development,  and 
selection  of  remedial  actions  to  be  undertak- 
en in  that  State.  The  regulations,  at  a  mini- 
mum, shall  include  each  of  the  following: 

"lAl  State  involvement  in  decisions  wheth- 
er to  perform  a  preliminary  assessment  and 
site  inspection. 

"tB)  Allocation  of  responsibility  for 
hazard  ranking  system  scoring. 

"to  State  concurrence  in  deleting  sites 
from  the  National  Priorities  List 
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"(D)  State  participation  in  the  long-term 
planning  process  for  all  remedial  sites 
within  the  State. 

"(E)  A  reasonable  opportunity  for  States 
to  review  and  comment  on  each  of  the  fol- 
lowing: 

"(i)  The  remedial  investigation  and  feasi- 
bility study  and  all  data  and  technical  docu- 
ments leading  to  its  issuance. 

"(ii)  The  planned  remedial  action  identi- 
fied in  the  remedial  investigation  and  feasi- 
bility study. 

"(Hi)  The  engineering  design  following  se- 
lection of  the  final  remedial  action. 

"(iv)  Other  technical  data  and  reports  re- 
lating to  implementation  of  the  remedy. 

"(V)  Any  proposed  finding  or  decision  by 
the  President  to  exercise  the  authority  of 
subsection  (d)(4). 

"(F)  Notice  to  the  State  of  negotiations 
with  potentially  responsible  parties  regard- 
ing the  scope  of  any  response  action  at  a  fa- 
cility in  the  State  and  an  opportunity  to 
participate  in  such  negotiations  and,  sub- 
ject to  paragraph  I2),  be  a  party  to  any  set- 
tlement 

"(G)  Notice  to  the  State  and  an  opportuni- 
ty to  comment  on  the  President's  proposed 
plan  for  remedial  action  as  well  as  on  alter- 
native plan  under  consideration.  The  Presi- 
dent's proposed  decision  regarding  the  selec- 
tion of  remedial  action  shall  be  accompa- 
nied by  a  response  to  the  comments  submit- 
ted by  the  State,  including  an  explanation 
regarding  any  decision  under  subsection 
<dK4i  on  compliance  with  promulgated 
State  standards.  A  copy  of  such  response 
shall  also  be  provided  to  the  State. 

"'H)  Prompt  notice  and  explanation  of 
each  proposed  action  to  the  State  in  which 
the  facility  is  located. 

Prior  to  the  promulgation  of  such  regula- 
tions, the  President  shall  provide  notice  to 
the  State  of  negotiations  with  potentially  re- 
sponsible parties  regarding  the  scope  of  any 
response  action  at  a  facility  in  the  State, 
and  such  State  may  participate  in  such  ne- 
gotiations and.  subject  to  paragraph  (2i, 
any  settlements. 

"(2)(A)  This  paragraph  shall  apply  to  re- 
medial actions  secured  under  section  106.  At 
least  30  days  prior  to  the  entering  of  any 
consent  decree,  if  the  President  proposes  to 
select  a  remedial  action  that  does  not  attain 
a  legally  applicable  or  relevant  and  appro- 
priate standard,  requirement,  criteria,  or 
limitation,  under  the  authority  of  subsec- 
tion (d)(4).  the  President  shall  provide  an 
opportunity  for  the  State  to  concur  or  not 
concur  in  such  selection.  If  the  State  con- 
curs, the  State  may  become  a  signatory  to 
the  consent  decree. 

"(B)  If  the  State  does  not  concur  in  such 
selection,  and  the  State  desires  to  have  the 
remedial  action  conform  to  such  standard, 
requirement,  criteria,  or  limitation,  the 
State  shall  intervene  in  the  action  under  sec- 
tion 106  before  entry  of  the  coTisent  decree, 
to  seek  to  have  the  remedial  action  so  con- 
form. Such  intervention  shall  be  a  matter  of 
right.  The  remedial  action  shall  conform  to 
such  standard,  requirement,  criteria,  or  lim- 
itation if  the  State  establishes,  on  the  ad- 
ministrative record,  that  the  finding  of  the 
President  was  not  supported  by  substantial 
evidence.  If  the  court  determines  that  the  re- 
medial action  shall  conform  to  such  stand- 
ard, requirement,  criteria,  or  limitation,  the 
remedial  action  shall  be  so  modified  and  the 
State  may  become  a  signatory  to  the  decree. 
If  the  court  determines  that  the  remedial 
action  need  not  conform  to  such  standard, 
requirement,  criteria,  or  limitation,  and  the 
State  pays  or  assures  the  payment  of  the  ad- 


ditional costs  attributable  to  meeting  such 
standard,  requirement,  criteria,  or  limita- 
tion, the  remedial  action  shall  be  so  modi- 
fied and  the  State  shall  become  a  signatory 
to  the  decree. 

"(C)  The  President  may  conclude  settle- 
ment negotiations  with  potentially  responsi- 
ble parties  without  State  concurrence. 

"(3)(A)  This  paragraph  shall  apply  to  re- 
medial actions  at  facilities  owned  or  operat- 
ed by  a  department,  agency,  or  instrumen- 
tality of  the  United  States.  At  least  30  days 
prior  to  the  publication  of  the  President's 
final  remedial  action  plan,  if  the  President 
proposes  to  select  a  remedial  action  that 
does  not  attain  a  legally  applicable  or  rele- 
vant and  appropriate  standard,  require- 
ment, criteria,  or  limitation,  under  the  au- 
thority of  subsection  (d)(4),  the  President 
shall  provide  an  opportunity  for  the  State  to 
concur  or  not  concur  in  such  selection.  If 
the  State  concurs,  or  does  not  act  within  30 
days,  the  remedial  action  may  proceed. 

"(B)  If  the  State  does  not  concur  in  such 
selection  as  provided  in  subparagraph  (A), 
and  desires  to  have  the  remedial  action  con- 
form to  such  standard,  requirement,  crite- 
ria, or  limitation,  the  State  may  maintain 
an  action  as  follows: 

"(i)  If  the  President  has  notified  the  State 
of  selection  of  such  a  remedial  action,  the 
State  may  bring  an  action  within  30  days  of 
such  notification  for  the  sole  purpose  of  de- 
termining whether  the  finding  of  the  Presi- 
dent is  supported  by  substantial  evidence. 
Such  action  shall  be  brought  in  the  United 
States  district  court  for  the  district  in  which 
the  facility  is  located. 

"(ii)  If  the  State  establishes,  on  the  admin- 
istrative record,  that  the  President's  finding 
is  not  supported  bv  substantial  evidence,  the 
remedial  action  shall  be  modified  to  con- 
form to  such  standard,  requirement,  crite- 
ria, or  limitation. 

"(Hi)  If  the  State  fails  to  establish  that  the 
President's  finding  was  not  supported  by 
substantial  evidence  and  if  the  State  pays, 
within  60  days  of  judgment,  the  additional 
costs  attributable  to  meeting  such  standard, 
requirement,  criteria,  or  limitation,  the  re- 
medial action  shall  be  selected  to  meet  such 
standard,  requirement,  criteria,  or  limita- 
tion. If  the  State  fails  to  pay  within  60  days, 
the  remedial  action  selected  by  the  President 
shall  proceed  through  completion. 

"(C)  Nothing  in  this  section  precludes, 
and  the  court  shall  not  enjoin,  the  Federal 
agency  from  taking  any  remedial  action  un- 
related to  or  not  inconsistent  with  such 
standard,  requirement,  criteria,  or  limita- 
tion. ". 

(b)  Effective  Date.— 'With  respect  to  sec- 
tion 121  of  CERCLA,  as  added  by  this  sec- 
tion— 

(1)  The  requirements  of  section  121  of 
CERCLA  shall  not  apply  to  any  remedial 
action  for  which  the  Record  of  Decision 
(hereinafter  in  this  section  referred  to  as  the 
"ROD")  was  signed,  or  the  consent  decree 
was  lodged,  before  date  of  enactment 

(2)  If  the  ROD  was  signed,  or  the  consent 
decree  lodged,  within  the  30-day  period  im- 
mediately following  enactment  of  the  Act 
the  Administrator  shall  certify  in  writing 
that  the  portion  of  the  remedial  action  cov- 
ered by  the  ROD  or  consent  decree  complies 
to  the  maximum  extent  practicable  with  sec- 
tion 121  of  CERCLA. 

Any  ROD  signed  before  enactment  of  this 
Act  and  reopened  after  enactment  of  this  Act 
to  modify  or  supplement  the  selection  of 
remedy  shall  be  subject  to  the  requirements 
of  section  121  of  CERCLA. 


SEC.  112.  SETTLE.tlE.\TS. 

(a)  New  Section.— Title  I  of  CERCLA  is 
amended  by  adding  the  following  new  sec- 
tion after  section  121: 
"SEC.  III.  SETTLEMEWS. 

"(a)  Authority  To  EtfTEH  Into  Aoree- 
MENTS.—The  President,  in  his  discretion, 
may  enter  into  an  agreement  wiOi  any 
person  (including  the  owner  or  operator  of 
the  facility  from  which  a  release  or  substan- 
tial threat  of  release  emanates,  or  any  other 
potentially  responsible  person),  to  perform 
any  response  action  (including  any  action 
described  in  section  104(b))  if  the  President 
determines  that  such  action  will  be  done 
properly  by  such  person.  Whenever  practica- 
ble and  in  the  public  interest  as  determined 
by  the  President  the  President  shall  act  to 
facilitate  agreements  under  this  section  that 
are  in  the  public  interest  and  consistent 
with  the  National  Contingency  Plan  in 
order  to  expedite  effective  remedial  actions 
and  minimize  litigation.  If  the  President  de- 
cides not  to  use  the  procedures  in  this  sec- 
tion, the  President  shall  notify  in  writing 
potentially  responsible  parties  at  the  facility 
of  such  decision  and  the  reasons  why  use  of 
the  procedures  is  inappropriate.  A  decision 
of  the  President  to  use  or  not  to  use  the  pro- 
cedures in  this  section  is  not  subject  to  judi- 
cial review. 

"(b)  Agreements  With  Potentially  Re- 
sponsible Parties.— 

"(1)  Mixed  funding.— An  agreement  under 
this  section  may  provide  that  the  President 
will  reimburse  the  parties  to  the  agreement 
from  the  Fund,  with  interest  for  certain 
costs  of  actions  under  the  agreement  that 
the  parties  have  agreed  to  perform  but 
which  the  President  has  agreed  to  finance. 
In  any  case  m  which  the  President  provides 
siich  reimbursement  the  President  shall 
make  all  reasonable  efforts  to  recover  the 
amount  of  such  reimbursement  under  sec- 
tion 107  or  under  other  relevant  authorities. 

"1 2)  Reviewability. -The  President's  deci- 
sions regarding  the  availability  of  fund  fi- 
nancing under  this  subsection  shall  not  be 
subject  to  judicial  review  under  subsection 
(di. 

"(3)  Retention  of  funds.— If  as  part  of 
any  agreement  the  President  will  be  carry- 
ing out  any  action  and  the  parties  will  6c 
paying  amounts  to  the  President  the  Presi- 
dent may,  notwithstanding  any  other  provi- 
sion of  law,  retain  and  use  such  amounts  for 
purposes  of  carrying  out  the  agreement 

'(4)  Future  Obligation  of  fund.— In  the 
case  of  a  completed  remedial  action  pursu- 
ant to  an  agreement  described  in  paragraph 
(1),  the  Fund  shall  be  subject  to  an  obliga- 
tion for  subsequent  remedial  actions  at  tfye 
same  facility  but  only  to  the  extent  that  such 
subsequent  actions  are  necessary  by  reason 
of  the  failure  of  the  original  remedial 
action.  Such  obligation  shall  be  in  a  propor- 
tion equal  to,  but  not  exceeding,  the  propor- 
tion contributed  by  the  Fund  for  the  origi- 
nal remedial  action.  The  Fund's  obligation 
for  such  future  remedial  action  may  be  met 
through  Fund  expenditures  or  through  pay- 
ment following  settlement  or  enforcement 
action,  by  parties  who  were  not  signatories 
to  the  original  agreement 

"(c)  Effect  of  Agreement.— 

"(1)  LiABiLFTY.— Whenever  the  President 
has  entered  into  an  agreement  under  this 
section,  the  liability  to  the  UniUd  States 
under  this  Act  of  each  party  to  the  agree- 
ment including  any  future  liability  to  the 
United  States,  arising  from  the  release  or 
threatened  release  that  is  the  subject  of  the 
agreement  shall  be  limited  as  provided  in 
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the  agreement  pursuant  to  a  covenant  not  to 
sue  in  accordance  with  subsection  (J).  A  cov- 
enant not  to  sue  may  provide  that  future  li- 
ability to  the  United  States  of  a  settling  po- 
tentially responsible  party  under  the  agree- 
ment may  t>e  limited  to  the  same  proportion 
as  that  established  in  the  original  settlement 
agreement  Nothing  in  this  section  shall 
limit  or  otherunse  affect  the  authority  of 
any  court  to  review  in  the  consent  decree 
process  under  subsection  (di  any  covenant 
not  to  sue  contained  in  an  agreement  under 
this  section.  In  determining  the  extent  to 
which  the  liability  of  parties  to  an  agree- 
ment shall  be  limited  pursuant  to  a  cov- 
enant not  to  sue,  the  President  shall  be 
guided  by  the  principle  that  a  more  complete 
covenant  not  to  sue  shall  be  provided  for  a 
more  permanent  remedy  undertaken  by  such 
parties. 

"12)  Actions  agawst  other  persons.— If  an 
agreement  has  t>een  entered  into  under  this 
section,  the  President  may  take  any  action 
under  section  106  against  any  person  who  is 
not  a  party  to  the  agreement,  once  the 
period  for  sultmitting  a  proposal  under  sub- 
section (eK2KB>  has  expired.  Nothing  in 
this  section  shall  6e  construed  to  affect 
either  of  the  following: 

"(Al  The  liability  of  any  person  under  sec- 
tion 106  or  107  ujith  respect  to  any  costs  or 
damages  which  are  not  included  in  the 
agreement 

"IB)  The  authority  of  the  President  to 
maintain  an  action  under  this  Act  against 
any  person  who  is  not  a  party  to  the  agree- 
ment 
"(d)  Enforcement.— 
"(1)  Cleanup  AGREEMENTS.— 
"(A)  Consent  decree.— Whenever  the 
President  enters  into  an  agreement  under 
this  section  with  any  potentially  responsible 
party  with  respect  to  remedial  action  under 
section  106.  following  approval  of  the  agree- 
ment by  the  Attorney  General,  except  as  oth- 
erwise provided  in  the  case  of  certain  ad- 
ministrative settlements  referred  to  in  sub- 
section (g),  the  agreement  shall  be  entered  in 
the  appropriate  United  States  district  court 
as  a  consent  decree.  The  President  need  not 
make  any  finding  regarding  an  imminent 
and  substantial  endangerment  to  the  public 
health  or  the  environment  in  connection 
with  any  such  agreement  or  consent  decree. 
"(B)  Effect.— The  entry  of  any  consent 
decree  under  this  subsection  shall  not  be 
construed  to  be  an  acknowledgment  by  the 
parties  that  the  release  or  threatened  release 
concerned  constitutes  an  imminent  and  sub- 
stantial endangerment  to  the  public  health 
or  welfare  or  the  environment  Except  as 
otherwise  provided  in  the  Federal  Rules  of 
Evidence,  the  participation  by  any  party  in 
the  process  under  this  section  shall  not  t>e 
considered  an  admission  of  liability  for  any 
purpose,  and  the  fact  of  such  participation 
shall  not  be  admissible  in  any  judicial  or 
administrative  proceeding,  including  a  sub- 
sequent proceeding  under  this  section. 

"(C)  STRUCTVRE.—The  President  may  fash- 
ion a  consent  decree  so  that  the  entering  of 
such  decree  and  compliance  with  such 
decree  or  toith  any  determination  or  agree- 
ment made  pursuant  to  this  section  shall 
not  be  considered  an  admission  of  liability 
for  any  purpose. 

"(2)  PVBUC  PARTICIPATION.- 

"(A)     FlUNO     OF    PROPOSED    JUDGMENT.— At 

least  30  days  before  a  final  judgment  is  en- 
tered under  paragraph  (1).  the  proposed 
judgment  shall  l>e  filed  with  the  court 

"(B)  Opportunity  for  comment.— The  At- 
torney General  shall  provide  an  opportunity 
to  persons  who  are  not  named  as  parties  to 


the  action  to  comment  on  the  proposed  judg- 
ment before  its  entry  by  the  court  as  a  final 
judgment  The  Attorney  General  shall  con- 
sider, and  file  with  the  court  any  written 
comments,  views,  or  allegations  relating  to 
the  proposed  judgment  The  Attorney  Gener- 
al may  withdraw  or  withhold  its  consent  to 
the  proposed  judgment  if  the  comments, 
views,  and  allegations  concerning  the  judg- 
ment disclose  facts  or  considerations  which 
indicate  that  the  proposed  judgment  is  inap- 
propriate, improper,  or  inadequate. 

"(3)  104(b)  Agreements.- Whenever  the 
President  enters  into  an  agreement  under 
this  section  with  any  potentially  responsible 
party  with  respect  to  action  under  section 
104(b),  the  President  shall  issue  an  order  or 
enter  into  a  decree  setting  forth  the  obliga- 
tions of  such  party.  The  United  States  dis- 
trict court  for  the  district  in  which  the  re- 
lease or  threatened  release  occurs  may  en- 
force such  order  or  decree. 

"(e)  Special  Notice  Procedures.— 

"(1)  Notice.  — Whenever  the  President  de- 
termines that  a  period  of  negotiation  under 
this  subsection  would  facilitate  an  agree- 
ment with  potentially  responsible  parties  for 
taking  response  action  (including  any 
action  described  in  section  104(b))  and 
would  expedite  remedial  action,  the  Presi- 
dent shall  so  notify  all  such  parties  and 
shall  provide  them  with  iTiformation  con- 
cerning each  of  the  following: 

"(A)  The  names  and  addresses  of  poten- 
tially responsible  parties  (including  owners 
and  operators  and  other  persons  referred  to 
in  section  107(a)),  to  the  extent  such  infor- 
mation is  available. 

"(B)  To  the  extent  such  information  is 
available,  the  volume  and  nature  of  sub- 
stances contributed  by  each  potentially  re- 
sponsible party  identified  at  the  facility. 

"(C)  A  ranking  by  volume  of  the  sub- 
stances at  the  facility,  to  the  extent  such  in- 
formation is  available. 

The  President  shall  make  the  information 
referred  to  in  this  paragraph  available  in 
advance  of  notice  under  this  paragraph 
upon  the  request  of  a  potentially  responsible 
party  in  accordance  with  procedures  provid- 
ed by  the  President  The  provisions  of  sub- 
section (e)  of  section  104  regarding  protec- 
tion of  confidential  information  apply  to 
information  provided  under  this  paragraph. 
Disclosure  of  information  generated  by  the 
President  under  this  section  to  persons  other 
than  the  Congress,  or  any  duly  authorized 
Committee  thereof,  is  subject  to  other  privi- 
leges or  protections  provided  by  law,  includ- 
ing (but  not  limited  to)  those  applicable  to 
attorney  work  product  Nothing  contained 
in  this  paragraph  or  in  other  provisions  of 
this  Act  shall  be  construed,  interpreted,  or 
applied  to  diminish  the  required  disclosure 
of  information  under  other  provisioris  of 
this  or  other  Federal  or  State  laws. 

"(2)  Negotiation.— 

"(A)  Moratorium.— Except  as  provided  in 
this  subsection,  the  President  may  not  com- 
mence action  under  section  104(a)  or  take 
any  action  under  section  106  for  120  days 
after  providing  notice  and  information 
under  this  subsection  with  respect  to  such 
action.  Except  as  provided  in  this  subsec- 
tion, the  President  may  not  commence  a  re- 
medial investigation  and  feasibility  study 
under  section  104(b)  for  90  days  after  pro- 
viding notice  and  information  under  this 
subsection  with  respect  to  such  action.  The 
President  may  commence  any  additional 
studies  or  investigations  authorized  under 
section  104(b),  including  remedial  design, 
during  the  negotiation  period. 

"(B)  Proposals.— Persons  receiving  notice 
and  information  under  paragraph  (I)  of  this 


subsection  with  respect  to  action  under  sec- 
tion 106  shall  have  60  days  from  the  date  of 
receipt  of  such  notice  to  make  a  proposal  to 
the  President  for  undertaking  or  financing 
the  action  under  section  106.  Persons  receiv- 
ing notice  and  information  under  para- 
graph (1)  of  this  subsection  with  respect  to 
action  under  section  104(b)  shall  have  60 
days  from  the  date  of  receipt  of  such  notice 
to  make  a  proposal  to  the  President  for  un- 
dertaking or  financing  the  action  under  sec- 
tion 104(b). 

"(C)  Additional  parties.— If  an  additional 
potentially  responsible  party  is  identified 
during  the  negotiation  period  or  after  an 
agreement  has  been  entered  into  under  this 
subsection  concerning  a  release  or  threat- 
ened release,  the  President  may  bring  the  ad- 
ditional party  into  the  negotiation  or  enter 
into  a  separate  agreement  with  such  party. 

"(31  Preliminary  allocation  of  responsi- 
bility.- 

"(A)  In  general.— The  President  shall  de- 
velop guidelines  for  preparing  nonbinding 
preliminary  allocations  of  responsibility.  In 
developing  these  guidelines  the  President 
may  include  such  factors  as  the  President 
considers  relevant  such  as:  volume,  toxicity, 
mobility,  strength  of  evidence,  ability  to 
pay.  litigative  risks,  public  interest  consid- 
erations, precedential  value,  and  inequities 
and  aggravating  factors.  When  it  would  ex- 
pedite settlements  under  this  section  and  re- 
medial action,  the  President  may,  after  com- 
pletion of  the  remedial  investigation  and 
feasibility  study,  provide  a  nonbinding  pre- 
liminary allocation  of  responsibility  which 
allocates  percentages  of  the  total  cost  of  re- 
sponse among  potentially  responsible  par- 
ties at  the  facility. 

"(B)  Collection  of  information.— To  col- 
lect information  necessary  or  appropriate 
for  performing  the  allocation  under  sub- 
paragraph (A)  or  for  otherwise  implement- 
ing this  section,  the  President  may  by  sub- 
poena require  the  attendance  and  testimony 
of  witnesses  and  the  production  of  reports, 
papers,  documents,  answers  to  questions, 
and  other  information  that  the  President 
deems  necessary.  Witnesses  shall  be  paid  the 
same  fees  and  mileage  that  are  paid  wit- 
nesses in  the  courts  of  the  United  States.  In 
the  event  of  contumacy  or  failure  or  refusal 
of  any  person  to  ottey  any  such  subpoena, 
any  district  court  of  the  United  States  in 
which  venue  is  proper  shall  have  jurisdic- 
tion to  order  any  such  person  to  comply 
with  such  subpoena.  Any  failure  to  obey 
such  an  order  of  the  court  is  punishable  by 
the  court  as  a  contempt  thereof. 

"(C)  Effect.— The  nonbinding  preliminary 
allocation  of  responsibility  shall  not  6e  ad- 
missible as  evidence  in  any  proceeding,  and 
no  court  shall  have  jurisdiction  to  review 
the  nonbinding  preliminary  allocation  of  re- 
sponsibility. The  nonbinding  preliminary 
allocation  of  responsibility  shall  not  consti- 
tute an  apportionment  or  other  statement 
on  the  divisibility  of  harm  or  causatiotL 

"(D)  Costs.— The  costs  incurred  by  the 
President  in  producing  the  nonbinding  pre- 
liminary allocation  of  responsibility  shall  6e 
reimbursed  by  the  potentially  responsible 
parties  whose  offer  is  accepted  by  the  Presi- 
dent Where  an  offer  under  this  section  is 
not  accepted,  such  costs  shall  6e  considered 
costs  of  response. 

"(E)  Decision  to  reject  offer.— Where  the 
President  in  his  discretion,  has  provided  a 
nonbinding  preliminary  allocation  of  re- 
sponsibility and  the  potentially  responsible 
parties  have  made  a  substantial  offer  pro- 
viding for  response  to  the  President  which 
he  rejects,  the  reasons  for  the  rejection  shall 
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be  provided  in  a  written  explanation.  The 
President's  decision  to  reject  such  an  offer 
shall  not  be  subject  to  judicial  review. 

"(4)  Failure  to  propose.— If  the  President 
determines  that  a  good  faith  proposal  for 
undertaking  or  financing  action  under  sec- 
tion 106  has  not  been  submitted  within  60 
days  of  the  provision  of  notice  pursuant  to 
this  subsection,  the  President  may  thereafter 
commence  action  under  section  104(a)  or 
take  an  action  against  any  person  under 
section  106  of  this  Act.  If  the  President  deter- 
mines that  a  good  faith  proposal  for  under- 
taking or  financing  action  under  section 
104(b)  has  not  been  submitted  within  60 
days  after  the  provision  of  notice  pursuant 
to  this  subsection,  the  President  may  there- 
after commence  action  under  section  104(b). 

"(5)  SramFiCAST  threats.— Nothing  in  this 
subsection  shall  limit  the  President's  author- 
ity to  undertake  response  or  enforcement 
action  regarding  a  significant  threat  to 
public  health  or  the  environment  within  the 
negotiation  period  established  by  this  sub- 
section. 

"(6)  Inconsistent  response  .icrioN.—When 
either  the  President,  or  a  potentially  respon- 
sible party  pursuant  to  an  administrative 
order  or  consent  decree  under  this  Act,  has 
initiated  a  remedial  investigation  and  feasi- 
bility study  for  a  particular  facility  under 
this  Act,  no  potentially  responsible  party 
may  undertake  any  remedial  action  at  the 
facility  unless  such  remedial  action  has 
been  authorized  by  the  President. 

"(f)  Covenant  Not  To  Sue.— 

"(II  DiscRETio.\ARY  COVENANTS.— The  Presi- 
dent may.  in  his  discretion,  provide  any 
person  with  a  covenant  not  to  sue  concern- 
ing any  liability  to  the  United  States  under 
this  Act.  including  future  liability,  resulting 
from  a  release  or  threatened  release  of  a  haz- 
ardous substance  addressed  by  a  remedial 
action,  whether  that  action  is  onsile  or  off- 
site,  if  each  of  the  following  conditions  is 
met' 

"(A)  Tlie  covenant  not  to  sue  is  in  the 
public  interest. 

"(Bi  The  covenant  not  to  sue  would  expe- 
dite response  action  consistent  with  the  Na- 
tional Contingency  Plan  under  section  105 
of  this  Act. 

"(C)  The  person  is  in  full  compliance  with 
a  consent  decree  under  section  106  (includ- 
ing a  consent  decree  entered  into  in  accord- 
ance with  this  section)  .for  response  to  the 
release  or  threatened  release  concerned. 

"(D)  The  response  action  has  been  ap- 
proved by  the  President. 

"(2)  Special  covenants  not  to  sue.— In  the 
case  of  any  person  to  whom  the  President  is 
authorized  under  paragraph  (1)  of  this  sub- 
section to  provide  a  covenant  not  to  sue.  for 
the  portion  of  remedial  action— 

"(A)  which  involves  the  transport  and 
secure  disposition  offsite  of  hazardous  sub- 
stances in  a  facility  meeting  the  require- 
ments of  sections  3004  (c).  (d).  (e),  (f),  (g), 
(m),  (o),  (p),  (u),  and  (v)  and  3005(c)  of  the 
Solid  Waste  Disposal  Act,  where  the  Presi- 
dent has  rejected  a  proposed  remedial  action 
that  is  consistent  with  the  National  Contin- 
gency Plan  that  does  not  include  such  offsite 
disposition  and  has  thereafter  required  off- 
site  disposition;  or 

"(B)  which  involves  the  treatment  of  haz- 
ardous substances  so  as  to  destroy,  elimi- 
nate, or  permanently  immobilize  the  hazard- 
ous constituents  of  such  substances,  such 
that,  in  the  judgment  of  the  President,  the 
substances  no  longer  present  any  current  or 
currently  foreseeable  future  significant  risk 
to  public  health,  welfare  or  the  environment, 
no  byproduct  of  the  treatment  or  destruction 


process  presents  any  significant  hazard  to 
public  health,  welfare  or  the  environment, 
and  all  byproducts  are  themselves  treated, 
destroyed,  or  contained  in  a  manner  which 
assures  that  such  byproducts  do  not  present 
any  current  or  currently  foreseeable  future 
significant  risk  to  public  health,  welfare  or 
the  environment, 

the  President  shall  provide  such  person  with 
a  covenant  not  to  sue  with  respect  to  future 
liability  to  the  United  States  under  this  Act 
for  a  future  release  or  threatened  release  of 
hazardous  substances  from  such  facility, 
and  a  person  provided  such  covenant  not  to 
sue  shall  not  be  liable  to  the  United  States 
under  section  106  or  107  with  respect  to  such 
release  or  threatened  release  at  a  future 
time. 

"(3)  Requirement  that  remedial  action  be 
completed.— A  covenant  not  to  sue  concern- 
ing future  liability  to  the  United  States  shall 
not  take  effect  until  the  President  certifies 
that  remedial  action  has  been  completed  in 
accordance  with  the  requirements  of  this  Act 
at  the  facility  that  is  the  subject  of  such  cov- 
enant 

"(4)  Factors.— In  assessing  the  appropri- 
ateness of  a  covenant  not  to  sue  under  para- 
graph (1)  and  any  condition  to  be  included 
in  a  covenant  not  to  sue  under  paragraph 
111  or  (21.  the  President  shall  consider 
whether  the  covenant  or  condition  is  in  the 
public  interest  on  the  basis  of  such  fictors 
as  the  following: 

"'A)  The  effectiveness  and  reliability  of 
the  remedy,  in  light  of  the  other  alternative 
remedies  considered  for  the  .facility  con- 
cerned. 

"(B)  The  nature  of  the  risks  remaining  at 
the  facility. 

"(C)  The  extent  to  which  performance 
standards  are  included  in  the  order  or 
decree. 

"(D)  The  extent  to  which  the  response 
action  provides  a  complete  remedy  .for  the 
facility,  including  a  reduction  in  the  haz- 
ardous nature  of  the  substances  at  the  facili- 
ty. 

"(E)  The  extent  to  which  the  technology 
used  in  the  response  action  is  demonstrated 
to  be  effective. 

"(Fl  Whether  the  Fund  or  other  sources  of 
.funding  would  be  available  for  any  addi- 
tional remedial  acti07is  that  might  eventual- 
ly be  necessary  at  the  facility. 

"(G)  Whether  the  remedial  action  will  be 
carried  out.  in  whole  or  in  significant  part 
by  the  responsible  parties  themselves. 

"(5)  Satisfactory  performance.— Any  cov- 
enant not  to  sue  under  this  subsection  shall 
be  subject  to  the  satisfactory  performance  by 
such  party  of  its  obligations  under  the  agree- 
ment concerned. 

"(6)  Additional  condition  for  future  li- 
ability.—(A)  Except  for  the  portion  of  the  re- 
medial action  which  is  subject  to  a  covenant 
not  to  sue  under  paragraph  (2)  or  under  sub- 
section (g)  (relating  to  de  minimis  settle- 
ments), a  covenant  not  to  sue  a  person  con- 
cerning future  liability  to  the  United  States 
shall  include  an  exception  to  the  covenant 
that  allows  the  President  to  sue  such  person 
concerning  future  liability  resulting  from 
the  release  or  threatened  release  that  is  the 
subject  of  the  covenant  where  such  liability 
arises  out  of  conditions  which  are  unknown 
at  the  time  the  President  certifies  under 
paragraph  (3)  that  remedial  action  has  been 
completed  at  the  facility  concerned. 

"(B)  In  extraordinary  circumstances,  the 
President  may  determine,  after  assessment 
of  relevant  factors  such  as  those  referred  to 
in  paragraph  (4)  and  volume,  toxicity,  mo- 
bility, strength  of  evidence,  ability  to  pay,  li- 


tigative  risks,  public  interest  consider- 
ations, precedential  value,  and  inequities 
and  aggravating  factors,  not  to  include  the 
exception  referred  to  in  subparagraph  (Al  if 
other  terms,  conditions,  or  requirements  of 
the  agreement  containing  the  covenant  not 
to  sue  are  sufficient  to  provide  all  reasona- 
ble assurances  that  public  health  and  the  en- 
vironment will  be  protected  from  any  future 
releases  at  or  from  the  facility. 

"(Ci  The  President  is  authorized  to  in- 
clude any  provisions  allowing  future  en- 
forcement action  under  section  106  or  107 
that  in  the  discretion  of  the  President  are 
necessary  and  appropriate  to  assure  protec- 
tion of  public  health,  welfare,  and  the  envi- 
ronment 

"(g)  De  Minimis  Settlements.— 

"(1)  Expedited  final  settlement.— When- 
ever practicable  and  in  the  public  interest, 
as  determined  by  the  President  the  Presi- 
dent shall,  as  promptly  as  possible,  reach  a 
final  settlement  with  a  potentially  responsi- 
ble party  in  an  administrative  or  civil 
action  under  segtion  106  or  107  if  such  set- 
tlement involves  only  a  minor  portion  of  the 
response  costs  at  the  facility  concerned  and, 
in  the  judgment  of  the  President  the  condi- 
tions in  either  of  the  following  subpara- 
graph (A)  or  IB)  are  met 

"lAi  Both  of  the  following  are  minimal  in 
comparison  to  other  hazardous  substances 
at  the  facility : 

"(i)  The  amount  of  the  hazardous  sub- 
stances contributed  by  that  party  to  the  fa- 
cility. 

"lii)  The  toxic  or  other  hazardous  effects 
of  the  substances  contributed  by  that  party 
to  the  facility. 

"IB)  The  potentially  responsible  party— 

"(i)  IS  the  owner  of  the  real  property  on  or 
in  which  the. facility  is  located: 

"III)  did  not  conduct  or  permit  the  genera- 
tion, transportation,  storage,  treatment  or 
disposal  of  any  hazardous  substance  at  the 
facility:  and 

"(Hi)  did  not  contribute  to  the  release  or 
threat  of  release  of  a  hazardous  substance  at 
the  .facility  through  any  action  or  omission. 
This  subparagraph  iB)  does  not  apply  if  the 
potentially  responsible  party  purchased  the 
real  property  with  actual  or  constructive 
knowledge  that  the  property  was  used  for  the 
generation,  transportation,  storage,  treat- 
ment, or  disposal  of  any  hazardous  sub- 
stance. 

"(21  Covenant  not  to  sue.— The  President 
may  provide  a  covenant  not  to  sue  with  re- 
spect to  the  facility  concerned  to  any  party 
who  has  entered  into  a  settlement  under  this 
subsection  unless  such  a  covenant  would  be 
inconsistent  with  the  public  interest  as  de- 
termined under  subsection  (f). 

"(3)  Expedited  agreement.— The  President 
shall  reach  any  such  settlement  or  grant  any 
such  covenant  not  to  sue  as  soon  as  possible 
after  the  President  has  available  the  infor- 
mation necessary  to  reach  such  a  settlement 
or  grant  such  a  covenant 

"(4)  Consent  decree  or  administrative 
order.— A  settlement  under  this  subsection 
shall  be  entered  as  a  consent  decree  or  em- 
bodied in  an  administrative  order  setting 
forth  the  terms  of  the  settlement  In  the  case 
of  any  facility  where  the  total  response  costs 
exceed  $500,000  (excluding  interest),  if  the 
settlement  is  embodied  as  an  administrative 
order,  the  order  may  be  issued  only  irith  the 
prior  written  approval  of  the  Attorney  Gen- 
eral If  the  Attorney  General  or  his  designee 
has  not  approved  or  disapproved  the  order 
within  30  days  of  this  referral  the  order 
shall  be  deemed  to  be  approved  unless  the  At- 
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tomey  General  and  the  Administrator  have 
agreed  to  extend  the  time.  The  district  court 
for  the  district  in  which  the  release  or 
threatened  release  occurs  may  enforce  any 
such  administrative  order. 

"(S)  Effect  of  agreement.— a  party  who 
has  resolved  its  liability  to  the  United  States 
under  this  subsection  shall  not  be  liable  for 
claims  for  contribution  regarding  matters 
addressed  in  the  settlement.  Such  settlement 
does  not  discharge  any  of  the  other  poten- 
tially responsible  parties  unless  its  terms  so 
provide,  but  it  reduces  the  potential  liability 
of  the  others  by  the  amount  of  the  settle- 
ment 

"(6)  Settlements  with  other  potentially 
RESPONSIBLE  PARTIES.— Nothing  in  this  sub- 
section shall  be  construed  to  affect  the  au- 
thority of  the  President  to  reach  settlements 
with  other  potentially  responsible  parties 
under  this  Act 

"(h)  Cost  Recovery  Settlement  Authof- 
mr.— 

"11/  Authority  to  settle— The  head  of 
any  department  or  agency  uxith  authority  to 
undertake  a  response  action  under  this  Act 
pursuant  to  the  national  contingency  plan 
may  consider,  compromise,  and  settle  a 
claim  under  section  107  for  costs  incurred 
6v  the  United  States  Government  if  the 
claim  has  not  been  referred  to  the  Depart- 
ment of  Justice  for  further  action.  In  the 
case  of  any  facility  where  the  total  response 
costs  exceed  $500,000  (excluding  interest). 
any  claim  referred  to  in  the  preceding  sen- 
tence may  be  compromised  and  settled  only 
with  the  prior  written  approval  of  the  Attor- 
ney General 

"(2)  Use  of  ARBITRATION.-Arbitration  in 
accordance  with  regulations  promulgated 
under  this  subsection  may  be  used  as  a 
method  of  settling  claims  of  the  United 
States  where  the  total  response  costs  for  the 
facility  concerned  do  not  exceed  $500,000 
(excluding  interest).  After  consultation  with 
the  Attorney  General,  the  department  or 
agency  head  may  establish  and  publish  regu- 
lations for  the  use  of  arbitration  or  settle- 
ment under  this  subsection. 

"(3)  Recovery  of  claims.— If  any  person 
fails  to  pay  a  claim  that  has  been  settled 
under  this  subsection,  the  department  or 
agency  head  shaU  request  the  Attorney  Gen- 
eral to  bring  a  civil  action  in  an  appropri- 
ate district  court  to  recover  the  amount  of 
such  claim,  plus  costs,  attorneys'  fees,  and 
interest  from  the  daU  of  the  settlement  In 
such  an  action,  the  terms  of  the  settlement 
shall  not  be  subject  to  review. 

"(4)  Claims  for  contribution.— A  person 
who  has  resolved  its  liability  to  the  United 
States  under  this  subsection  shall  not  be 
liable  for  claims  for  contribution  regarding 
matters  addressed  in  the  settlement  Such 
settlement  shall  not  discharge  any  of  the 
other  potentially  liable  persons  unless  its 
terms  so  provide,  but  it  reduces  the  potential 
liability  of  the  others  by  the  amount  of  the 
settlement 

"(ii  Settlement  Procedures.— 

"(It  PUBUCATION  IN  federal  REGISTER.— At 

least  30  days  before  any  settlement  (includ- 
ing any  settlement  arrived  at  through  arbi- 
tration) may  t>ecome  final  under  subsection 
th),  or  under  subsection  (g)  in  the  case  of  a 
settlement  emtiodied  in  an  administrative 
order,  the  head  of  the  department  or  agency 
which  has  jurisdiction  over  the  proposed  set- 
tlement shall  publish  in  the  Federal  Register 
notice  of  the  proposed  settlement  The  notice 
shall  identify  the  facility  concerned  and  the 
parties  to  the  proposed  settlement 

"(2)  Comment  PERIOD.— For  a  30-day  period 
beginning  on   the  date  of  publication   of 


notice  under  paragraph  (1)  of  a  proposed 
settlement  the  head  of  the  department  or 
agency  which  has  jurisdiction  over  the  pro- 
posed settlement  shall  provide  an  opportuni- 
ty for  persons  who  are  not  parties  to  the  pro- 
posed settlement  to  file  written  comments 
relating  to  the  proposed  settlement 

"(3)  Consideration  of  comments.— The 
head  of  the  department  or  agency  shall  con- 
sider any  comments  filed  under  paragraph 
(2)  in  determining  whether  or  not  to  consent 
to  the  proposed  settlement  and  may  with- 
draw or  withhold  consent  to  the  proposed 
settlement  if  such  comments  disclose  facts 
or  considerations  which  indicate  the  pro- 
posed settlement  is  inappropriate,  improper, 
or  inadequate. 

"(j)  Natural  Resources.— 

"(1)  Notification  of  trustee.— Where  a  re- 
lease or  threatened  release  of  any  hazardous 
substance  that  is  the  subject  of  negotiations 
under  this  section  may  have  resulted  in 
damages  to  natural  resources  under  the 
trusteeship  of  the  United  States,  the  Presi- 
dent shall  notify  the  Federal  natural  re- 
source trustee  of  the  negotiations  and  shall 
encourage  the  participation  of  such  trustee 
in  the  negotiations. 

"(2)  Covenant  not  to  sue.— An  agreement 
under  this  section  may  contain  a  covenant 
not  to  sue  under  section  107(a)(4)(C)  for 
damages  to  natural  resources  under  the 
trusteeship  of  the  United  States  resulting 
from  the  release  or  threatened  release  of  haz- 
ardous substances  that  is  the  subject  of  the 
agreement  but  only  if  the  Federal  natural 
resource  trustee  has  agreed  in  writing  to 
such  covenant  The  Federal  natural  resource 
trustee  may  agree  to  such  covenant  if  the  po- 
tentially responsible  party  agrees  to  under- 
take appropriate  actions  necessary  to  pro- 
tect and  restore  the  natural  resources  dam- 
aged by  such  release  or  threatened  release  of 
hazardous  substances. 

"(k)  Section  Not  Applicable  to  Vessels.— 
The  provisions  of  this  section  shall  not 
apply  to  a  release  from  a  vessel 

"(I)  Civil  Penalties.— A  potentially  respon- 
sible party  which  is  a  party  to  an  adminis- 
trative order  or  consent  decree  entered  pur- 
suant to  an  agreement  under  this  section  or 
section  120  (relating  to  Federal  facilities)  or 
which  is  a  party  to  an  agreement  under  sec- 
tion 120  and  which  fails  or  refuses  to 
comply  with  any  term  or  condition  of  the 
order,  decree  or  agreement  shall  be  subject  to 
a  civil  penalty  in  accordance  with  section 
109. 

"(m)  Applicability  of  General  Principles 
OF  Law.— In  the  case  of  consent  decrees  and 
other  settlements  under  this  section  (includ- 
ing covenants  not  to  sue),  no  provision  of 
this  Act  shall  be  construed  to  preclude  or 
otherwise  affect  the  applicability  of  general 
principles  of  law  regarding  the  setting  aside 
or  modification  of  consent  decrees  or  other 
settlements. ". 

(b)  Contribution.— Section  308  of 
CERCLA  is  amended  by  adding  the  follow- 
ing at  the  end  thereof:  "If  an  administrative 
settlement  under  section  122  has  the  effect  of 
limiting  any  person's  right  to  obtain  contri- 
bution from  any  party  to  such  settlement 
and  if  the  effect  of  such  limitation  would 
constitute  a  taking  without  just  compensa- 
tion in  violation  of  the  fifth  amendment  of 
the  Constitution  of  the  United  States,  such 
person  shall  not  be  entitled,  under  other 
laws  of  the  United  States,  to  recover  com- 
pensation from  the  United  States  for  such 
taking,  but  in  any  such  case,  such  limita- 
tion on  the  right  to  obtain  contribution 
shall  be  treated  as  having  no  force  and 
effect ". 


SEC. 


lu.   reimbvrsemest  to  local  covers- 
mests. 

by 


(a)    Title   I  of  CERCLA    is   amended 
adding  the  following  after  section  122: 

"sec.  123.  reimbvrsemest  to  local  covers- 
me.vts. 

"(a)  Application.— Any  general  purpose 
unit  of  local  government  for  a  political  sub- 
division which  is  affected  by  a  release  or 
threatened  release  at  any  facility  may  apply 
to  the  President  for  reimbursement  under 
this  section. 

"(b)  Reimbursement.— 

"(1)  Temporary  emergency  measures.— 
The  President  is  authorized  to  reimburse 
local  community  authorities  for  expenses  in- 
curred (before  or  after  the  enactment  of  the 
Superfund  Amendments  and  Reauthoriza- 
tion Act  of  1986.'  in  carrying  out  temporary 
emergency  measures  necessarv  to  prevent  or 
mitigate  injury  to  human  health  c"  the  envi- 
ronment associated  with  the  release  or 
threatened  release  of  any  hazardous  sub- 
stance or  pollutant  or  contaminant  Such 
measures  may  include,  where  appropriate, 
security  fencing  to  limit  access,  response  to 
fires  and  explosions,  and  other  measures 
which  require  immediate  response  at  the 
local  level 

"(2)  Local  funds  not  supplanted.— Reim- 
bursement under  this  section  shall  not  sup- 
plant local  funds  normally  provided  for  re- 
sponse. 

"(c)  Amount.— The  amount  of  any  reim- 
bursement to  any  local  authority  under  sub- 
section (b)(1)  may  not  exceed  $25,000  for  a 
single  response.  The  reimbursement  under 
this  section  with  respect  to  a  single  facility 
shall  be  limited  to  the  units  of  local  govern- 
ment having  jurisdiction  over  the  political 
subdivision  in  which  the  facility  is  located. 

"(d)  Procedure.— Reimbursements  author- 
ized pursuant  to  this  section  shall  be  in  ac- 
cordance with  rules  promulgated  by  the  Ad- 
ministrator within  one  year  after  the  enact- 
ment of  the  Superfund  Amendments  and  Re- 
authorization Act  of  1986. ". 

SEC.  114.  METHASE  RECOVERY. 

(a)  In  General.— Title  I  of  CERCLA  is 
amended  by  adding  the  follounng  new  sec- 
tion after  section  123: 

"SEC.  124.  METHASE  RECOVERY. 

"(a)  In  General.— In  the  case  of  a  facility 
at  which  equipment  for  the  recovery  or  proc- 
essing (including  recirculation  of  conden- 
sate) of  methane  has  been  installed,  for  pur- 
poses of  this  Act' 

"(1)  The  owner  or  operator  of  such  equip- 
ment shall  not  be  considered  an  'owner  or 
operator',  as  defined  in  section  101(20),  loith 
respect  to  such  facility. 

"(2)  The  owner  or  operator  of  such  equip- 
ment shall  not  be  considered  to  have  ar- 
ranged for  disposal  or  treatment  of  any  haz- 
ardous substance  at  such  facility  pursuant 
to  section  107  of  this  Act 

"(3)  The  owner  or  operator  of  such  equip- 
ment shall  not  be  subject  to  any  action 
under  section  106  with  respect  to  such  facili- 
ty. 

"(b)  Exceptions.— Subsection  (a)  does  not 
apply  toith  respect  to  a  release  or  threatened 
release  of  a  hazardous  substance  from  a  fa- 
cility described  in  subsection  (a)  if  either  of 
the  following  circuinstances  exist 

"(1)  The  release  or  threatened  release  was 
primarily  caused  by  activities  of  the  ovmer 
or  operator  of  the  equipment  described  in 
subsection  (a). 

"(2)  The  ovmer  or  operator  of  such  equip- 
ment would  be  covered  by  paragraph  (1),  (2), 
(3),  or  (4)  of  subsection  (a)  of  section  107 
with  respect  to  such  release  or  threatened  re- 
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lease  if  he  were  not  the  ovmer  or  operator  of 
such  equipmenL 

In  the  case  of  any  release  or  threatened  re- 
lease referred  to  in  paragraph  (1),  the  ovmer 
or  operator  of  the  equipment  described  in 
subsection  la)  shall  be  liable  under  this  Act 
only  for  costs  or  damages  primarily  caused 
by  the  activities  of  such  owner  or  operator. ". 
(bJ  Regulation  Under  the  Soud  Waste 
DrsposAL  Act.— Unless  the  Administrator  of 
the  Environmental  Protection  Agency  pro- 
mulgates regulatioris  under  subtitle  C  of  the 
Solid  Waste  Disposal  Act  addressing  the  ex- 
traction of  wastes  from  landfills  as  part  of 
the  process  of  recovering  methane  from  such 
landfills,  the  owner  and  operator  of  equip- 
ment used  to  recover  methane  from  a  land- 
fill shall  not  be  deemed  to  6c  managing,  gen- 
erating, transporting,  treating,  storing,  or 
disposing  of  hazardous  or  liquid  wastes 
within  the  meaning  of  that  subtitle.  If  the 
aqueous  or  hydrocarbon  phase  of  the  con- 
densate or  any  other  waste  material  re- 
moved from  the  gas  recovered  from  the  land- 
fill meets  any  of  the  characteristics  identi- 
fied under  section  3001  of  subtitle  C  of  the 
Solid  Waste  Disposal  Act,  the  preceding  sen- 
tence shall  not  apply  and  such  condensate 
phase  or  other  waste  material  shall  be 
deemed  a  hazardous  waste  under  that  sub- 
title, and  shall  be  regulated  accordingly. 

SEC.  Its.  CERTAIN  SPECIAL  STUDY  WASTES 

Title  I  of  CERCLA  is  amended  by  adding 
the  following  new  section  after  section  124: 

"SEC.  IIS.  SECTION 3»9l<bKSKA)(il  WASTE. 

"<a)  Revision  of  Hazard  Ranking 
System.— This  section  shall  apply  only  to  fa- 
cilities which  are  not  included  or  proposed 
for  inclusion  on  the  National  Priorities  List 
and  which  contain  substantial  volumes  of 
waste  described  in  section  3001<b)(3)(A)<i)  of 
the  Solid  Waste  Disposal  Act  As  expedi- 
tiously as  practicable,  the  President  shall 
revise  the  hazard  ranking  system  in  effect 
under  the  National  Contingency  Plan  with 
respect  to  such  facilities  in  a  manner  which 
assures  appropriate  consideration  of  each  of 
the  follounng  site-specific  characteristics  of 
such  facilities: 

"ID  The  quantity,  toxicity,  and  concentra- 
tions of  hazardous  constituents  which  are 
present  in  such  waste  and  a  comparison 
thereof  with  other  wastes. 

"(2>  The  extent  of,  and  potential  for,  re- 
lease of  such  tiazardous  constituents  into 
the  environment 

"13)  The  degree  of  risk  to  human  health 
and  the  environment  posed  by  such  con- 
stituents. 

"lb)  Inclusion  Prohibited.— Until  the 
hazard  ranking  system  is  rerxised  as  required 
by  this  section,  the  President  may  not  in- 
clude on  the  National  Priorities  List  any  fa- 
cility which  contains  substantial  volumes  of 
waste  described  in  section  3001lb)l3)IA)li)  of 
the  Solid  Waste  Disposal  Act  on  the  basis  of 
an  evaluation  made  principally  on  the 
volume  of  such  waste  and  not  on  the  concen- 
trations of  the  hazardous  constituents  of 
such  waste.  Nothing  in  this  section  shall  be 
construed  to  affect  the  President's  authority 
to  include  any  such  facility  on  the  National 
Priorities  List  based  on  the  presence  of  other 
substances  at  such  facility  or  to  exercise  any 
other  authority  of  this  Act  with  respect  to 
such  other  substances. ". 

SEC.  lis.  WORKER  PROTECTION  STANDARDS 

la)  Promulgation.— Within  one  year  after 
the  date  of  the  enactment  of  this  section,  the 
Secretary  of  Labor  shall  pursuant  to  section 
6  of  the  Occupational  Safety  and  Health  Act 
of  1970,  promulgate  standards  for  the  health 
and  safety  protection  of  employees  engaged 
in  hazardous  waste  operations. 


lb)  Proposed  Standards.— The  Secretary  of 
Labor  shall  issue  proposed  regulations  on 
such  standards  which  shall  include,  but 
need  not  be  limited  to,  the  following  worker 
protection  provisioris: 

ID  Site  analysis.— Requirements  for  a 
formal  hazard  analysis  of  the  site  and  devel- 
opment of  a  site  specific  plan  for  worker 
protection. 

12)  Training.— Requirements  for  contrac- 
tors to  provide  initial  and  routine  training 
of  workers  before  such  workers  are  permitted 
to  engage  in  hazardous  waste  operations 
which  would  expose  them  to  toxic  sub- 
stances. 

13)  Medical  surveillance.— A  program  of 
regular  medical  examination,  monitoring, 
and  surveillance  of  workers  engaged  in  haz- 
ardous waste  operations  which  would 
expose  them  to  toxic  substances. 

14)  Protective  equipment.— Requirements 
for  appropriate  personal  protective  equip- 
ment, clothing,  and  respirators  for  work  in 
hazardous  waste  operations. 

15)  Engineering  controls.— Requirements 
for  engineering  controls  concerning  the  use 
of  equipment  and  exposure  of  workers  en- 
gaged in  hazardous  waste  operations. 

16)  Maximum  exposure  umits.— Require- 
ments for  maximum  exposure  limitations 
for  workers  engaged  in  hazardous  waste  op- 
erations, including  necessary  monitoring 
and  assessment  procedures. 

17)  Informational  program.— A  program  to 
inform  workers  engaged  in  hazardous  waste 
operations  of  the  nature  and  degree  of  toxic 
exposure  likely  as  a  result  of  such  hazardous 
waste  operations. 

18)  Handung.— Requirements  for  the  han- 
dling, transporting,  labeling,  and  disposing 
of  hazardous  wastes. 

19)  New  technology  program.-A  program 
for  the  introduction  of  new  equipment  or 
technologies  that  toill  maintain  worker  pro- 
tections. 

110)  Decontamination  procedures.— Proce- 
dures for  decontamination. 

111)  Emergency  response.— Requirements 
for  emergency  response  and  protection  of 
workers  engaged  in  hazardous  waste  oper- 
ations. 

Ic)  Final  Regulations.— Final  regulations 
under  subsection  la)  shall  take  effect  one 
year  after  the  date  they  are  promulgated.  In 
promulgating  final  regulations  on  stand- 
ards under  subsection  la),  the  Secretary  of 
Labor  shall  include  each  of  the  provisions 
listed  in  paragraphs  ID  through  111)  of  sub- 
section lb)  unless  the  Secretary  determines 
that  the  evidence  in  the  public  record  con- 
sidered as  a  whole  does  not  support  inclu- 
sion of  any  such  provision. 

Id)  Specific  Training  Standards.— 

ID  Offsite  instruction;  field  experi- 
ence.—Standards  promulgated  under  subsec- 
tion la)  shall  include  training  standards  re- 
quiring that  general  site  workers  Isuch  as 
equipment  operators,  general  laborers,  and 
other  supervised  personnel)  engaged  in  haz- 
ardous substance  removal  or  other  activities 
which  expose  or  potentially  expose  such 
workers  to  hazardous  substances  receive  a 
minimum  of  40  hours  of  initial  instruction 
off  the  site,  and  a  minimum  of  three  days  of 
actual  field  experience  under  the  direct  su- 
pervision of  a  trained,  experienced  supervi- 
sor, at  the  time  of  ossignynenL  The  require- 
ments of  the  preceding  sentence  shall  not 
apply  to  any  general  site  worker  who  has  re- 
ceived the  equivalent  of  such  training. 
Workers  who  may  be  exposed  to  unique  or 
special  hazards  shall  be  provided  additional 
training. 

12)  Training  of  supervisors.— Standards 
promulgated  under  subsection  la)  shall  in- 


clude training  standards  requiring  that 
onsite  managers  and  supervisors  directly  re- 
sponsible for  the  hazardous  waste  oper- 
ations Isuch  as  foremen)  receive  the  same 
training  as  general  site  workers  set  forth  in 
paragraph  ID  of  this  subsection  and  at  least 
eight  additional  hours  of  specialized  train- 
ing on  managing  hazardous  waste  oper- 
ations. The  requirements  of  the  preceding 
sentence  shall  not  apply  to  any  person  who 
has  received  the  equivalent  of  such  training. 

13)  Certification;  enforcement.— Such 
training  standards  shall  contain  provisions 
for  certifying  that  general  site  workers, 
onsite  managers,  and  supervisors  have  re- 
ceived the  specified  training  and  shall  pro- 
hibit any  individual  who  has  not  received 
the  specified  training  from  engaging  in  haz- 
ardous waste  operations  covered  by  the 
standard. 

14)  Training  of  emergency  response  per- 
soNNEL.—Such  training  standards  shall  set 
forth  requirements  for  the  training  of  work- 
ers who  are  responsible  for  responding  to 
hazardous  emergency  situations  who  may  be 
exposed  to  toxic  substances  in  carrying  out 
their  responsibilities. 

le)  Interim  Regulations.— The  Secretary  of 
Labor  shall  issue  interim  final  regulations 
under  this  section  within  60  days  after  the 
enactment  of  this  section  which  shall  pro- 
vide no  less  protection  under  this  section  for 
workers  employed  by  contractors  and  emer- 
gency response  xoorkers  than  the  protections 
contained  in  the  Environmental  Protection 
Agency  Manual  11981)  "Health  and  Safety 
Requirements  for  Employees  Engaged  in 
Field  Activities"  and  existing  standards 
under  the  Occupational  Safety  and  Health 
Act  of  1970  found  in  subpart  C  of  part  1926 
of  title  29  of  the  Code  of  Federal  Regula- 
tions. Such  interim  final  regulations  shall 
take  effect  upon  issuance  and  shall  apply 
until  final  regulations  ttecome  effective 
under  subsection  Ic). 

If)  Coverage  of  Certain  State  and  Local 
Employees.— Not  later  than  90  days  after  the 
promulgation  of  final  regulations  under 
subsection  la),  the  Administrator  shall  pro- 
mulgate standards  identical  to  those  pro- 
mulgated by  the  Secretary  of  Labor  under 
subsection  la).  Standards  promulgated 
under  this  subsection  shall  apply  to  employ- 
ees of  State  and  local  governments  in  each 
State  which  does  not  have  in  effect  an  ap- 
proved State  plan  under  section  18  of  the 
Occupational  Safety  and  Health  Act  of  1970 
providing  for  standards  for  the  health  and 
safety  protection  of  employees  engaged  in 
hazardous  waste  operations. 

Ig)  Grant  Program.— 

ID  Grant  purposes.— Grants  for  the  train- 
ing and  education  of  workers  who  are  or 
may  be  engaged  in  activities  related  to  haz- 
ardous waste  removal  or  containment  or 
emergency  response  may  be  made  under  this 
subsectioru 

12)  Administration.— Grants  under  this 
subsection  shaU  be  administered  by  the  Na- 
tional Institute  of  Environmental  Health 
Sciences. 

13)  Grant  recipients.— Grants  shall  be 
atDarded  to  nonprofit  organizations  which 
demonstrate  experience  in  implementing 
and  operating  worker  health  and  safety 
training  and  education  programs  and  dem- 
onstrate the  ability  to  reach  and  involve  in 
training  programs  target  populations  of 
workers  who  are  or  will  be  engaged  in  haz- 
ardous waste  removal  or  containment  or 
emergency  response  operations. 
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SKC.   117.  UABIUTY  UMITS  FOR  OCBAS  IMINER- 
ATIOS  VESSELS. 

la)  DsnumoN  or  Incineration  Vsssel.— 
Section  101  of  CERCLA  is  amended  by 
adding  the  following  after  paragraph  (37): 

"(38)  The  term  'incineration  vessel'  means 
anv  vessel  which  carries  hazardous  sub- 
stances for  the  purpose  of  incineration  of 
such  substances,  so  long  as  such  substances 
or  residues  of  such  substances  are  on 
board.". 

(b)  Ljabiuty.— Section  107  of  CERCLA  is 
amended  as  follows: 

(1)  Subsection  (a)(3)  is  amended  by  insert- 
ing "or  incineration  vessel"  after  "facility". 

(2)  Subsection  (a)(4)  is  amended  by  insert- 
ing ",  incineration  vessels"  after  "facili- 
ties". 

(3)  Subparagraph  (A)  of  subsection  (c)(1) 
is  amended  by  inserting  ",  other  than  an  in- 
cineration vessel "  after  "vessel". 

(4)  Subparagraph  (B)  of  subsection  (c)(1) 
is  amended  by  inserting  "other  than  an  in- 
cineration vessel  "  after  "other  vessel ". 

(5)  Subparagraph  (D)  of  subsection  (c)(1) 
is  amended  by  inserting  "any  incineration 
vessel  or"  before  "any  facility". 

(c)  Financial  Responsibiuty.— Section 
108(a)  of  CERCLA  is  amended  as  follows: 

(1)  Paragraph  (1)  is  amended  by  inserting 
"to  cover  the  liability  prescribed  under 
paragraph  (1)  of  section  107(a)  of  this  Act" 
after  "whichever  is  greater)"; 

(2)  Add  a  new  paragraph  to  read  as  fol- 
lows: 

"(4)  In  addition  to  the  financial  responsi- 
trility  provisions  of  paragraph  ill  of  this 
subsectioju  the  President  shall  require  addi- 
tional evidence  of  financial  responsibility 
for  incineration  vessels  in  such  amounts. 
and  to  cover  such  liabilities  recognized  by 
law.  as  the  President  deems  appropriate, 
taking  into  account  the  potential  risks 
posed  by  incineration  and  transport  for  in- 
cineration, and  any  other  factors  deemed 
relevant. ". 

(d)  Savings  Clause.— Section  106  of  the 
Marine  Protection.  Research,  and  Sanctuar- 
ies Act  of  1972  is  amended  by  adding  the  fol- 
lowing new  subsection  at  the  end  thereof: 

"(g)  Savings  Clause.— Nothing  in  this  Act 
shall  restrict,  affect  or  modify  the  rights  of 
any  person  (II  to  seek  damages  or  enforce- 
ment of  any  standard  or  limitation  under 
State  law,  including  State  common  law.  or 
(2)  to  seek  damages  under  other  Federal  law. 
including  maritime  tort  law,  resulting  from 
noncompliance  with  any  requirement  of  this 
Act  or  any  permit  under  this  Act ". 

(e)  Maritime  Tort.— Section  107(h)  of 
CERCLA  is  amended  by  inserting  ".  under 
maritime  tort  law, "  after  "with  this  section" 
and  by  inserting  before  the  period  "or  the 
absence  of  any  physical  damage  to  the  pro- 
prietary interest  of  the  claimant". 

TITLE  II-MISCELLANEOUS 
PROVISIONS 

SEC.  2»l.  POST-CLOSIRE  UABIUTY  PROGRAM 
STIDY.  REPORT  TO  CONGRESS,  AND 
Sl'SPENSIO.S  OF  LIABILITY  TRA.\SFERS. 

Subsection  (k)  of  section  107  of  CERCLA 
is  amended  try  adding  at  the  end  the  follow- 
ing new  paragraphs: 

"(51  Suspension  of  uability  transfer.— 
Notwithstanding  paragraphs  (1),  (2),  (3), 
and  (4)  of  this  subsection  and  subsection  (j) 
of  section  HI  of  this  Act,  no  liability  shall 
be  transferred  to  or  assumed  fry  the  Post-Clo- 
sure Liability  Trust  Fund  established  by  sec- 
tion 232  of  this  Act  prior  to  completion  of 
the  study  required  under  paragraph  (6)  of 
this  subsection,  transmission  of  a  report  of 
such  study  to  twth  Houses  of  Congress,  and 
authorization  of  such  a  transfer  or  assump- 


tion by  Act  of  Congress  following  receipt  of 
such  study  and  report. 
"(6)  Study  of  options  for  post-closure 

PROGRAM.- 

"(A)  Study.— The  Comptroller  General 
shall  conduct  a  study  of  options  for  a  pro- 
gram for  the  management  of  the  liabilities 
associated  with  hazardous  waste  treatment, 
storage,  and  disposal  sites  after  their  closure 
which  complements  the  policies  set  forth  in 
the  Hazardous  and  Solid  Waste  Amend- 
ments of  1984  and  assures  the  protection  of 
human  health  and  the  environment. 

"(B)  Program  elements.— The  program  re- 
ferred to  in  subparagraph  (A)  shall  be  de- 
signed to  assure  each  of  the  following: 

'(i)  Incentives  are  created  and  main- 
tained for  the  safe  management  and  dispos- 
al of  hazardous  wastes  so  as  to  assure  pro- 
tection of  human  health  and  the  environ- 
ment 

"(ii)  Members  of  the  public  will  have  rea- 
sonable confidence  that  hazardous  wastes 
will  be  managed  and  disposed  of  safely  and 
that  resources  will  be  available  to  address 
any  problems  that  may  arise  and  to  cover 
costs  of  long-term  monitoring,  care,  and 
maintenance  of  such  sites. 

"(Hi)  Persons  who  are  or  seek  to  become 
owners  and  operators  of  hazardous  waste 
disposal  facilities  will  be  able  to  manage 
their  potential  future  liabilities  and  to  at- 
tract the  investment  capital  necessary  to 
build,  operate,  and  close  such  facilities  in  a 
manner  which  assures  protection  of  human 
health  and  the  environment. 

"(C>  Assessments.— The  study  under  this 
paragraph  shall  include  assessments  of 
treatment,  storage,  and  disposal  facilities 
which  have  been  or  are  likely  to  be  issued  a 
permit  under  section  3005  of  the  Solid  Waste 
Disposal  Act  and  the  likelihood  of  future  in- 
solvency on  the  part  of  owners  and  opera- 
tors of  such  facilities.  Separate  assessments 
shall  be  made  for  different  classes  of  facili- 
ties and  for  different  classes  of  land  disposal 
facilities  and  shall  include  but  not  be  limit- 
ed to— 

"(i)  the  current  and  future  financial  capa- 
bilities of  facility  owners  and  operators: 

"(HI  the  current  and  future  costs  associat- 
ed with  facilities,  including  the  costs  of  rou- 
tine monitoring  and  maintenance,  compli- 
ance monitoring,  corrective  action,  natural 
resource  damages,  and  liability  for  damages 
to  third  parties:  and 

"(Hi)  the  availability  of  mechanisms  by 
which  owners  and  operators  of  such  facili- 
ties can  assure  that  current  and  future  costs, 
including  post-closure  costs,  will  be  fi- 
nanced. 

"(D)  Procedures.— In  carrying  out  the  re- 
sponsibilities of  this  paragraph,  the  Comp- 
troller General  shall  consult  with  the  Ad- 
ministrator, the  Secretary  of  Commerce,  the 
Secretary  of  the  Treasury,  and  the  heads  of 
other  appropriate  Federal  agencies. 

"(El  Consideration  of  options.— In  con- 
ducting the  study  under  this  paragraph,  the 
Comptroller  General  shall  consider  various 
mechanisms  and  combinations  of  mecha- 
nisms to  complement  the  policies  set  forth 
in  the  Hazardous  and  Solid  Waste  Amend- 
ments of  1984  to  serve  the  purposes  set  forth 
in  subparagraph  (B)  and  to  assure  that  the 
current  and  future  costs  associated  with 
hazardous  waste  facilities,  including  post- 
closure  costs,  will  be  adequately  financed 
and,  to  the  greatest  extent  possible,  borne  by 
the  owners  and  operators  of  such  facilities. 
Mechanisms  to  be  considered  include,  but 
are  not  limited  to— 

"(i)  revisions  to  closure,  post-closure,  and 
financial  responsibility  requirements  under 


subtitles  C  and  I  of  the  Solid  Waste  Disposal 
Act: 

"(ii)  voluntary  risk  pooling  by  owners  and 
operators: 

"(Hi)  legislation  to  require  risk  pooling  by 
owners  and  operators: 

"(iv)  modification  of  the  Post-Closure  Li- 
ability Trust  Fund  previously  established  by 
section  232  of  this  Act,  and  the  conditions 
for  transfer  of  liability  under  this  subsec- 
tion, including  limiting  the  transfer  of  some 
or  all  liability  under  this  subsection  only  in 
the  case  of  insolvency  of  owners  and  opera- 
tors: 

"(V)  private  insurance; 

"(vi)  insurance  provided  by  the  Federal 
Government; 

"(vH)  coinsurance,  reinsurance,  or  pooled- 
risk  insurance,  whether  provided  by  the  pri- 
vate sector  or  provided  or  assisted  by  the 
Federal  Government:  and 

"(viii)  creation  of  a  new  program  to  be  ad- 
ministered by  a  new  or  existing  Federal 
agency  or  by  a  federally  chartered  corpora- 
tion. 

"(Fi  Recommendations.— The  Comptroller 
General  shall  consider  options  for  funding 
any  program  under  this  section  and  shall  to 
the  extent  necessary,  make  recommenda- 
tions to  the  appropriate  committees  of  Con- 
gress for  additional  authority  to  implement 
such  program. ". 

SEC.    202.    HAZAKDOIS    .MATERIALS    TRA.\SP0RTA- 
TIDY 

la)  Regviation  Requirement.— Section 
306(a)  of  CERCLA  is  amended  111  by  strik- 
ing out  "within  ninety  days  after  the  date  of 
enactment  of  this  Act"  and  inserting  in  lieu 
thereof  "within  30  days  after  the  enactment 
of  the  Superfund  Amendments  and  Reau- 
thorization Act  of  1986"  and  12)  by  inserting 
"and  regulated"  before  "as  a  hazardous  ma- 
terial". 

lb)  Conforming  Amendment.— Section 
306(b)  of  CERCLA  is  amended  by  inserting 
"and  regulatioti  "  after  "prior  to  the  effective 
date  of  the  listing". 

SEC.  203.  state  PROCEDIRAL  REFORM. 

lal  In  GENERAL.-Title  III  of  CERCLA  is 
amended  by  adding  the  following  new  sec- 
tion at  the  end  thereof: 

■SEC  .109.  ACTIO.SS  tWDER  STATE  LAW  FOR  DAM- 
AGES FROM  E.XPOSLRE  TO  HAZARDOIS 
SIBSTA.\CES 

"(a)  State  Statutes  of  Limitations  for 
Hazardous  Substance  Cases.— 

"Ill  Exception  to  state  statutes.— In  the 
case  of  any  action  brought  under  State  law 
for  persona'  injury,  or  property  damages, 
which  are  caused  or  contributed  to  by  expo- 
sure to  any  hazardous  substance,  or  pollut- 
ant or  contaminant  released  into  the  envi- 
ronment from  a  facility,  if  the  applicable 
limitations  period  for  such  action  (as  speci- 
fied in  the  State  statute  of  limitations  or 
under  common  law)  provides  a  commence- 
ment date  which  is  earlier  than  the  federally 
required  commencement  date,  such  period 
shall  commence  at  the  federally  required 
commencement  date  in  lieu  of  the  date  spec- 
ified in  such  State  statute. 

"(2)  State  law  generally  applicable.— 
Except  as  provided  in  paragraph  (1),  the 
statute  of  limitations  established  under 
State  law  shall  apply  in  all  actions  brought 
under  State  law  for  personal  injury,  or  prop- 
erty damages,  which  are  caused  or  contrib- 
uted to  by  exposure  to  any  hazardous  sub- 
stance, or  pollutant  or  contaminant,  re- 
leased into  the  environment  from  a  facility. 

"(3)  Actions  under  section  lor.— Nothing 
in  this  section  shall  apply  loith  respect  to 
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any  cause  of  action  brought  under  section 
107  of  this  Act 

"(b)  Definitions.— As  used  in  this  section— 

"(1)  Title  i  terms.— The  terms  used  in  this 
section  shall  have  the  same  jneaning  as 
when  used  in  title  I  of  this  Act. 

"(2)  Applicable  limitations  period.— The 
term  'applicable  limitations  period'  means 
the  period  specified  in  a  statute  of  limita- 
tions during  which  a  civil  action  referred  to 
in  subsection  (aid)  may  be  brought. 

"(31  Commencement  date.— The  term  'com- 
mencement date'  means  the  date  specified  in 
a  statute  of  limitations  as  the  beginning  of 
the  applicable  limitations  period. 

"(4)   Federally  required   commencement 

DATE.— 

"(A J  In  general.— Except  as  provided  in 
subparagraph  (B),  the  term  federally  re- 
quired commencement  date'  means  the  date 
the  plaintiff  knew  (or  reasonably  should 
have  knoum)  that  the  personal  injury  or 
property  damages  referred  to  in  subsection 
(aXV  were  caused  or  contributed  to  by  the 
hazardous  substance  or  pollutant  or  con- 
taminant concerned. 

"(Bl  Special  rules.— In  the  case  of  a 
minor  or  incompetent  plaintiff,  the  term 
'federally  required  commencement  date' 
means  the  later  of  the  date  referred  to  in 
subparagraph  (A  J  or  the  following: 

"(it  In  the  case  of  a  minor,  the  date  on 
which  the  minor  reaches  the  age  of  majority, 
as  determined  by  State  law,  or  has  a  legal 
representative  appointed. 

"(ii)  In  the  case  of  an  incompetent  indi- 
vidual, the  date  on  which  such  individual 
becomes  competent  or  has  had  a  legal  repre- 
sentative appointed. ". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  of  this  section  shall 
take  effect  with  respect  to  actions  brought 
after  December  11,  1980. 
sec.  294.  conforming  amendment  to  fvnding 
provisions. 

(a)  Hazardous  Substances  Svperfund.— 
Section  221(a)  of  CERCLA  is  amended  by 
striking  out  "Hazardous  Substance  Re- 
sponse Trust  Fund"  and  inserting  in  lieu 
thereof  "Hazardous  Substances  Superfund". 

(b)  Cross  Reference  to  Funding  Provi- 
sions.—Section  221(c)  of  CERCLA  is  amend- 
ed to  read  as  follows: 

"(c)  Expenditures  From  Trust  Fund.— 
Amounts  in  the  Hazardous  Substances  Su- 
perfund established  under  subchapter  A  of 
chapter  98  of  the  Internal  Revenue  Code  of 
19S4  shall  be  available  for  expenditure  only 
as  provided  in  section  111  of  this  Act ". 

SEC.  20S.  cleanup  OF  PETROLEUM  FROM  LEAKING 
UNDERGROUND  STORAGE  TA.\KS 

(a)  Definition  of  Petroleum.— Section 
9001(2>(B)  of  the  Solid  Waste  Disposal  Act  w 
amended  by  striking  out  all  that  follows  "pe- 
troleum" and  inserting  in  lieu  thereof  a 
period.  Section  9001  of  such  Act  is  amended 
by  adding  at  the  end  thereof  the  following: 

"(8)  The  term  'petroleum'  means  petrole- 
um, including  crude  oil  or  any  fraction 
thereof  which  is  liquid  at  standard  condi- 
tions of  temperature  and  pressure  (60  de- 
grees Fahrenheit  and  14. 7  pounds  per  square 
inch  absolute). ". 

(b)  State  Inventories.— Section  9002  of  the 
Solid  Waste  Disposal  Act  is  amended  by 
adding  the  following  new  subsection  at  the 
end  thereof: 

"(c)  State  Inventories.— Each  State  shall 
make  2  separate  inventories  of  all  under- 
ground storage  tanks  in  such  State  contain- 
ing regulated  substances.  One  inventory 
shall  be  made  with  respect  to  petroleum  and 
one  tDith  respect  to  other  regulated  sub- 
stances.  In  making  such  inventories,    the 


State  shall  utilize  and  aggregate  the  data  in 
the  notification  forms  submitted  pursuant 
to  subsections  (a)  and  (b)  of  this  section. 
Each  State  shall  sutrmit  such  aggregated 
data  to  the  Administrator  not  later  than  270 
days  after  the  enactrnent  of  the  Superfund 
Amendments  and  Reauthorization  Act  of 
1986. ". 
(c)  Financial  Responsibility.— 

(1)  Requirements.— Section  9003(c)  of  the 
Solid  Waste  Disposal  Act  is  amended  by 
striking  "and"  at  the  end  of  paragraph  (4), 
striking  the  period  at  the  end  of  paragraph 
(S)  and  substituting  ";  and"  and  by  adding 
the  following  new  paragraph  at  the  end 
thereof: 

"(6)  requirements  for  maintaining  evi- 
dence of  financial  responsibility  for  taking 
corrective  action  and  compensating  third 
parties  for  bodily  injury  and  property 
damage  caused  by  sudden  and  nonsudden 
accidental  releases  arising  from  operating 
an  underground  storage  tank  ". 

(2)  Conforming  amendment.— Section 
9003(d)  of  such  Act  is  amended  by  striking 
out  paragraph  (1)  and  renumbering  para- 
graphs (2)  through  (S)  as  paragraphs  (1) 
through  (4),  respectively. 

(3)  Other  methods.— Section  9003(d)(1)  of 
such  Act  (as  redesignated  by  paragraph  (2) 
of  this  subsection)  is  amended  by  striking 
out  "or"  after  "credit, "  and  by  striking  out 
the  period  at  the  end  thereof  and  iTiserting 
in  lieu  thereof  the  following:  "or  any  other 
method  satisfactory  to  the  Administrator. ". 

(4)  Section  9003(d)  of  such  Act  is  further 
amended  by  adding  at  the  end  thereof  the 
follovjing  new  paragraph: 

"(S)(A)  The  Administrator,  in  promulgat- 
ing financial  responsibility  regulations 
under  this  section,  may  establish  an  amount 
of  coverage  for  particular  classes  or  catego- 
ries of  underground  storage  tanks  contain- 
ing petroleum  which  shall  satisfy  such  regu- 
lations and  which  shall  not  be  less  than 
$1,000,000  for  each  occurrence  unth  an  ap- 
propriate aggregate  requirement 

"(B)  The  Administrator  may  set  amounts 
lower  than  the  amounts  required  by  sub- 
paragraph (A)  of  this  paragraph  for  under- 
ground storage  tanks  containing  petroleum 
which  are  at  facilities  not  engaged  in  petro- 
leum production,  refining,  or  marketing  and 
which  are  not  used  to  handle  substantial 
quantities  of  petroleum. 

"(C)  In  establishing  classes  and  categories 
for  purposes  of  this  paragraph,  the  Adminis- 
trator may  consider  the  foUotoing  factors: 

"(i)  The  size,  type,  location,  storage,  and 
handling  capacity  of  underground  storage 
tanks  in  the  class  or  category  and  the 
volume  of  petroleum  handled  by  such  tanks. 

"(ii)  The  likelihood  of  release  and  the  po- 
tential extent  of  damage  from  any  release 
from  underground  storage  tanks  in  the  class 
or  category. 

"(Hi)  The  economic  impact  of  the  limits 
on  the  owners  and  operators  of  each  such 
class  or  category,  particularly  relating  to  the 
small  business  segment  of  the  petroleum 
marketing  industry. 

"(iv)  The  availability  of  methods  of  finan- 
cial responsibility  in  amounts  greater  than 
the  amount  established  by  this  paragraph. 

"(V)  Such  other  factors  as  the  Administra- 
tor deems  pertinent 

"(D)  The  Administrator  may  suspend  en- 
forcement of  the  financial  responsibility  re- 
quirements for  a  particular  class  or  category 
of  underground  storage  tanks  or  in  a  par- 
ticular State,  if  the  Administrator  makes  a 
determination  that  methods  of  financial  re- 
sponsibility satisfying  the  requirements  of 
this  subsection  are  not  generally  available 


for  underground  storage  tanks  in  that  class 
or  category,  and— 

"(i)  steps  are  being  taken  to  form  a  risk  re- 
tention group  for  such  class  of  tanks;  or 

"(ii)  such  State  is  taking  steps  to  establish 
a  fund  pursuant  to  section  9004(c)(1)  of  this 
Act  to  be  submitted  as  evidence  of  financial 
responsibility. 

A  suspension  by  the  Administrator  pursuant 
to  this  paragraph  shall  extend  for  a  period 
not  to  exceed  180  days.  A  determination  to 
suspend  may  be  made  with  respect  to  the 
same  class  or  category  or  for  the  same  State 
at  the  end  of  such  period,  but  only  if  sub- 
stantial progress  has  been  made  in  establish- 
ing a  risk  retention  group,  or  the  owners  or 
operators  in  the  class  or  category  demon- 
strate, and  the  Administrator  finds,  that  the 
formation  of  such  a  group  is  not  possible 
and  that  the  State  is  unable  or  unwilling  to 
establish  such  a  fund  pursuant  to  clause 
(ii). ". 

(d)  EPA  Response  Program.— Section  9003 
of  the  Solid  Waste  Disposal  Act  is  amended 
by  adding  after  subsection  (g)  the  following 
new  subsection: 

"(h)  EPA  Response  Program  for  Petrole- 
um.— 

"(1)  Before  regulations.— Before  the  ef- 
fective date  of  regulations  under  subsection 
(c),  the  Administrator  (or  a  State  pursuant 
to  paragraph  (7))  is  authorized  to— 

"(A)  require  the  owner  or  operator  of  an 
underground  storage  tank  to  undertake  cor- 
rective action  with  respect  to  any  release  of 
petroleum  when  the  Administrator  (or  the 
State)  determines  that  such  corrective 
action  will  be  done  properly  and  promptly 
by  the  owner  or  operator  of  the  underground 
storage  tank  from  which  the  release  occurs; 
or 

"(B)  undertake  corrective  action  with  re- 
spect to  any  release  of  petroleum  into  the  en- 
vironment from  an  underground  storage 
tank  if  such  action  is  necessary,  in  the  judg- 
ment of  the  Administrator  (or  the  State),  to 
protect  human  health  and  the  environment 

The  corrective  action  undertaken  or  re- 
quired under  this  paragraph  shall  be  such  as 
may  be  necessary  to  protect  human  health 
and  the  environment  The  Administrator 
shall  use  funds  in  the  Leaking  Underground 
Storage  Tank  Trust  Fund  for  payment  of 
costs  incurred  for  corrective  action  under 
subparagraph  (B),  enforcement  action 
under  subparagraph  (A),  and  cost  recovery 
under  paragraph  (6)  of  this  subsection.  Sub- 
ject to  the  priority  requirements  of  para- 
graph (3),  the  Administrator  (or  the  State) 
shall  give  priority  in  undertaking  such  ac- 
tions under  subparagraph  (B)  to  cases  where 
the  Administrator  (or  the  State)  cannot 
identify  a  solvent  owner  or  operator  of  the 
tank  who  will  undertake  action  properly. 

"(2)  After  regulations.— Following  the  ef- 
fective date  of  regulations  under  subsection 
(c),  all  actions  or  orders  of  the  Administra- 
tor (or  a  State  pursuant  to  paragraph  (7)) 
described  in  paragraph  (11  of  this  subsection 
shall  be  in  conformity  unth  such  regula- 
tions. Following  such  effective  date,  the  Ad- 
ministrator (or  the  State)  may  undertake 
corrective  action  vHth  respect  to  any  release 
of  petroleum  into  the  environment  from  an 
underground  storage  tank  only  if  such 
action  is  necessary,  in  the  judgment  of  the 
Administrator  (or  the  State),  to  protect 
human  health  and  the  environment  and  one 
or  more  of  the  follounng  situations  exists: 

"(A)  No  person  can  be  found,  within  90 
days  or  such  shorter  period  as  may  6c  neces- 
sary to  protect  human  health  and  the  envi- 
ronment, who  is— 
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"l\)  an  owner  or  operator  of  the  tank  con- 
cerned, 

"fiiJ  tubject  to  sxich  corrective  action  regu- 
lations, and 

"fiiiJ  capable  of  carrying  out  such  correc- 
tive action  properly. 

"<BJ  A  situation  exists  which  requires 
prompt  action  by  the  Administrator  (or  the 
State)  under  this  paragraph  to  protect 
human  health  and  the  environment 

"ICl  Corrective  action  costs  at  a  facility 
exceed  the  amount  of  coverage  required  by 
the  Administrator  pursuant  to  the  provi- 
sions of  sutaections  Ic)  and  (dJ(S)  of  this 
section  and,  considering  the  class  or  catego- 
ry of  underground  storage  tank  from  which 
the  release  occurred,  expenditures  from  the 
Leaking  Underground  Storage  Tank  Trust 
Fund  are  necessary  to  assure  an  effective 
corrective  action. 

"IDJ  The  owner  or  operator  of  the  tank  has 
faUed  or  refused  to  comply  with  an  order  of 
the  Administrator  under  this  subsection  or 
section  9006  or  unth  the  order  of  a  State 
under  this  subsection  to  comply  toith  the 
corrective  action  regulations. 

"131  Priorjty  of  corrective  actions.— The 
Administrator  (or  a  State  pursuant  to  para- 
graph (7))  shall  give  priority  in  undertaking 
corrective  actions  under  this  subsection, 
and  in  issuing  orders  requiring  owners  or 
operators  to  undertake  such  actions,  to  re- 
leases of  petroleum  from  underground  stor- 
age tanks  which  pose  the  greatest  threat  to 
human  health  and  the  environment 

"(41  Corrective  actios  orders.— The  Ad- 
ministrator is  authorized  to  issue  orders  to 
the  owner  or  operator  of  an  underground 
storage  tank  to  carry  out  subparagraph  (At 
of  paragraph  di  or  to  carry  out  regulations 
issued  under  subsection  (c)t4).  A  State 
acting  pursuant  to  paragraph  (7)  of  this 
subsection  is  authorized  to  carry  out  sub- 
paragraph (A)  of  paragraph  (U  only  until 
the  State's  program  is  approved  by  the  Ad- 
ministrator under  section  9004  of  this  sub- 
title. Such  orders  shall  be  issued  and  en- 
forced in  the  same  manner  and  subject  to 
the  same  requirernents  as  orders  under  sec- 
tion 9006. 

"(S)  Allowable  corrective  actions.— Ttie 
corrective  actions  undertaken  by  the  Admin- 
istrator (or  a  State  pursuant  to  paragraph 
(7))  under  paragraph  11)  or  (2i  may  include 
temporary  or  permanent  relocation  of  resi- 
dents and  alternative  household  water  sup- 
plies. In  connection  with  the  performance  of 
any  corrective  action  under  paragraph  (li 
or  (21,  the  Administrator  may  undertake  an 
exposure  assessment  as  defined  in  para- 
graph (10)  of  this  subsection  or  provide  for 
such  an  assessment  in  a  cooperative  agree- 
ment with  a  State  pursuant  to  paragraph  (7) 
of  this  subsection.  The  costs  of  any  such  as- 
sessment may  be  treated  as  corrective  action 
for  purposes  of  paragraph  (6),  relating  to 
cost  recovery. 

"(6)  Recovery  of  costs.— 

"(A)  In  general.— Whenever  costs  have 
been  incurred  by  the  Administrator,  or  by  a 
State  pursuant  to  paragraph  (7).  for  under- 
taking corrective  action  or  enforcement 
action  with  respect  to  the  release  of  petrole- 
um from  an  underground  storage  tank,  the 
owner  or  operator  of  such  tank  shall  be 
liable  to  the  Administrator  or  the  State  for 
such  costs.  The  liability  under  this  para- 
graph shall  be  construed  to  be  the  standard 
of  lialtility  which  obtains  under  section  311 
of  the  Federal  Water  Pollution  Control  Act 
"(B)  Recovery.— In  determining  the  equi- 
ties for  seeking  the  recovery  of  costs  under 
subparagraph  (A),  the  Administrator  (or  a 
State  pursuant  to  paragraph  (7)  of  this  sub- 


section) may  consider  the  amount  of  finan- 
cial responsibility  required  to  be  main- 
tained under  subsections  (c)  and  (d)(5)  of 
this  section  and  the  factors  considered  in  es- 
tablishing such  amount  under  subsection 
(d)(5). 

"(C)  Effect  on  liability.— 

"(i)  No  transfers  of  uabiuty.—No  indem- 
nification, hold  harmless,  or  similar  agree- 
ment or  conveyance  shall  be  effective  to 
transfer  from  the  owner  or  operator  of  any 
underground  storage  tank  or  from  any 
person  who  may  be  liable  for  a  release  or 
threat  of  release  under  this  subsection,  to 
any  other  person  the  liability  imposed  under 
this  subsection.  Nothing  in  this  subsection 
shall  bar  any  agreement  to  insure,  hold 
harmless,  or  indemnify  a  party  to  such 
agreement  for  any  liability  under  this  sec- 
tion. 

"(ii)  No  bar  to  cause  of  action.— Nothing 
in  this  subsection,  including  the  provisions 
of  clause  (i)  of  this  subparagraph,  shall  bar 
a  cause  of  action  that  an  owner  or  operator 
or  any  other  person  subject  to  liability 
under  this  section,  or  a  guarantor,  has  or 
would  have,  by  reason  of  subrogation  or  oth- 
erwise against  any  person. 

"ID>  Facility.— For  purposes  of  this  para- 
graph, the  term  facility'  means,  with  respect 
to  any  owner  or  operator,  all  underground 
storage  tanks  used  for  the  storage  of  petrole- 
um which  are  owned  or  operated  by  such 
owner  or  operator  and  located  on  a  single 
parcel  of  property  (or  on  any  contiguous  or 
adjacent  property). 

"(7)  State  aijthorities.- 

"(A)  General.— A  State  may  exercise  the 
authorities  in  paragraphs  (1)  and  (2)  of  this 
subsection,  subject  to  the  terms  and  condi- 
tions of  paragraphs  (3',  <5),  (9),  (10).  and 
(11).  and  including  the  authorities  of  para- 
graphs (4).  16).  and  '8i  of  this  subsection  if— 

"(i)  the  Administrator  determines  that  the 
State  has  the  capabilities  to  carry  out  effec- 
tive corrective  actions  and  enforcement  ac- 
tivities: and 

"(ii)  the  Administrator  enters  into  a  coop- 
erative agreement  with  the  State  setting  out 
the  actions  to  be  undertaken  by  the  Slate. 
The  Administrator  may  provide  funds  from 
the  Leaking  Underground  Storage  Tank 
Trust  Fund  for  the  reasonable  costs  of  the 
State's  actions  under  the  cooperative  agree- 
ment 

'(B)  Cost  share.— Following  the  effective 
date  of  the  regulations  under  subsection  (c) 
of  this  section,  the  State  shall  pay  10  per 
centum  of  the  cost  of  corrective  actions  un- 
dertaken either  by  the  Administrator  or  by 
the  State  under  a  cooperative  agreement 
except  that  the  Administrator  may  take  cor- 
rective cu;tion  at  a  facility  where  immediate 
action  is  necessary  to  respond  to  an  immi- 
nent and  substantial  endangerment  to 
human  health  or  the  environment  if  the 
State  fails  to  pay  the  cost  share. 

"(8)  Emergency  procurement  powers.— 
Notwithstanding  any  other  provision  of 
law,  the  Administrator  may  authorize  the 
use  of  such  emergency  procurement  powers 
OS  he  deems  necessary. 

"(9)  Definition  of  owner.— As  used  in  this 
subsection,  the  term  'owner'  does  not  in- 
clude any  person  who,  without  participat- 
ing in  the  management  of  an  underground 
storage  tank  and  otherwise  not  engaged  in 
petroleum  production,  refining,  and  market- 
ing, holds  indicia  of  ownership  primarily  to 
protect  the  owner's  security  interest  in  the 
tank 

"(10)  DEFINmON  OF  EXPOSURE  ASSESSMENT.— 

As  used  in  this  subsection,  the  term  'expo- 
sure assessment '  means  an  assessment  to  de- 


termine the  extent  of  exposure  of,  or  poten- 
tial for  exposure  of,  individuals  to  petrole- 
um from  a  release  from  an  underground 
storage  tank  based  on  such  factors  as  the 
nature  and  extent  of  contamination  and  the 
existence  of  or  potential  for  pathways  of 
human  exposure  (including  ground  or  sur- 
face water  contamination,  air  emissions, 
and  food  chain  contamination),  the  size  of 
the  community  icithin  the  likely  pathways 
of  exposure,  and  the  comparison  of  expected 
human  exposure  levels  to  the  short-term  and 
long-term  health  effects  associated  with 
identified  contaminants  and  any  available 
recommended  exposure  or  tolerance  limits 
for  such  contaminants.  Such  assessment 
shall  not  delay  corrective  action  to  abate 
immediate  hazards  or  reduce  exposure. 

"(11)  Facilities  without  financial  respon- 
sibility.—At  any  facility  where  the  owner  or 
operator  has  failed  to  maintain  evidence  of 
financial  responsibility  in  amounts  at  least 
equal  to  the  amounts  established  by  subsec- 
tion (d)(5)(A)  of  this  section  (or  a  lesser 
amount  if  such  amount  is  applicable  to  such 
facility  as  a  result  of  subsection  (d)(5)(B)  of 
this  section)  for  whatever  reason  the  Admin- 
istrator shall  expend  no  monies  from  the 
Leaking  Underground  Storage  Tank  Trust 
Fund  to  clean  up  releases  at  such  facility 
pursuant  to  the  provisions  of  paragraph  (1) 
or  (2)  of  this  subsection.  At  such  facilities 
the  Administrator  shall  use  the  authorities 
provided  in  subparagraph  (A)  of  paragraph 
(1)  and  paragraph  (4)  of  this  subsection  and 
section  9006  of  this  subtitle  to  order  correc- 
tive action  to  clean  up  such  releases.  Stales 
acting  pursuant  to  paragraph  (7)  of  this 
subsection  shall  use  the  authorities  provided 
in  subparagraph  (A)  of  paragraph  (II  and 
paragraph  (4)  of  this  subsection  to  order 
corrective  action  to  clean  up  such  releases. 
Notwithstanding  the  provisions  of  this 
paragraph,  the  Administrator  may  use 
monies  from  the  fund  to  take  the  corrective 
actions  authorized  by  paragraph  (5)  of  this 
subsection  to  protect  human  health  at  such 
facilities  and  shall  seek  full  recovery  of  the 
costs  of  all  such  actions  pursuant  to  the  pro- 
visions of  paragraph  (6)(A)  of  this  subsec- 
tion and  without  consideration  of  the  fac- 
tors in  paragraph  (6)(B)  of  this  subsection. 
Nothing  in  this  paragraph  shall  prevent  the 
Administrator  (or  a  State  pursuant  to  para- 
graph (7)  of  this  subsection)  from  taking 
corrective  action  at  a  facility  where  there  is 
no  solvent  owner  or  operator  or  where  im- 
mediate action  is  necessary  to  respond  to  an 
imminent  and  substantial  endangerment  of 
human  health  or  the  environment ". 

(e)  Financial  Responsibility  in  State  Pro- 
grams.- 

(1)  Section  9004(c)(1)  of  the  Solid  Waste 
Disposal  Act  is  amended  by  striking  out  "fi- 
nanced by  fees  on  tank  owners  and  opera- 
tors and". 

(2)  Section  9004(c)(2)  of  the  Solid  WasU 
Disposal  Act  is  amended  by  striking  out 
"or"  after  "credit"  in  the  first  sentence  and 
by  striking  out  the  period  at  the  end  thereof 
and  inserting  in  lieu  thereof  the  following: 
"or  any  other  method  satisfactory  to  the  Ad- 
ministrator.". Such  section  is  further 
amended  by  adding  after  the  word  "terms" 
in  the  second  sentence  the  following:  "in- 
cluding the  amount  of  coverage  required  for 
various  classes  and  categories  of  under- 
ground storage  tanks  pursuant  to  section 
9003(d)(5)". 

(f)  Authority  fo  Enter  for  Corrective 
Actions.— 

(1)  Section  9005(a)  of  the  Solid  Waste  Dis- 
posal Act  is  amended  by  inserting  the  words 
"talcing  any  corrective   action"  after  the 
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word  "study",  iiuerting  the  iDords  "acting 
pursuant  to  subsection  (h)l7)  of  section  9003 
or"  after  the  words  "or  representative  of  a 
State",  striking  the  word  "and"  before  the 
words  "permit  such  officer",  and  inserting 
the  words  "and  permit  such  officer  to  have 
access  for  corrective  action  "  after  the  words 
"relating  to  such  tanks"  in  the  first  sentence 
thereof.  Such  section  is  further  amended  by 
inserting  the  words  "taking  corrective 
action,"  after  the  word  "study,"  in  the 
second  sentence  thereof. 

(2)  Section  90051a)  of  the  Solid  Waste  Dis- 
posal Act  is  amended  by  striking  the  word 
"and"  at  the  end  of  paragraph  12),  striking 
out  the  period  at  the  end  of  paragraph  13) 
and  inserting  ";  and",  and  adding  the  fol- 
lowing new  paragraph  at  the  end  thereof— 

"(4)  to  take  corrective  action. ". 

(3)  Section  9005  of  the  Solid  Waste  Dispos- 
al Act  is  amended  by  changing  the  heading 
thereof  to  read  as  follows— 

"inspections,  monitoring,  testing  and 
corrective  action". 
(g)  Coordination  With  Other  Laws.— Sec- 
tion 9008  of  the  Solid  Waste  Disposal  Act  is 
amended  to  read  as  follows: 

"STATE  authority 

"Sec.  9008.  Nothing  in  this  subtitle  shall 
preclude  or  deny  any  right  of  any  State  or 
political  subdivision  thereof  to  adopt  or  en- 
force any  regulation,  requirement,  or  stand- 
ard of  performance  respecting  underground 
storage  tanks  that  is  more  stringent  than  a 
regulation,  requirement,  or  standard  of  per- 
formance in  effect  under  this  subtitle  or  to 
impose  any  additional  liability  with  respect 
to  the  release  of  regulated  substances  within 
such  State  or  political  subdivision. ". 

Ih)  Pollution  Liability  Insurance.— 

(1)  STUDV.—The  Comptroller  General  shall 
conduct  a  study  of  the  availability  of  pollu- 
tion liability  insurance,  leak  insurance,  and 
contamination  insurance  for  owners  and 
operators  of  petroleum  storage  and  distribu- 
tion facilities.  The  study  shall  assess  the  cur- 
rent and  projected  extent  to  which  private 
insurance  can  contribute  to  the  financial  re- 
sponsibility of  owners  and  operators  of  un- 
derground storage  tanks  and  the  ability  of 
oumers  and  operators  of  underground  stor- 
age tanks  to  maintain  financial  responsibil- 
ity through  other  methods.  The  study  shall 
consider  the  experience  of  owners  and  oper- 
ators of  marine  vessels  in  getting  insurance 
for  their  liabilities  under  the  Federal  Water 
Pollution  Control  Act  and  the  operation  of 
the  Water  Quality  Insurance  Syndicate. 

12)  Report.— The  Comptroller  General 
shall  report  the  findings  under  this  subsec- 
tion to  the  Congress  within  15  months  after 
the  enactment  of  this  subsection.  Such 
report  shall  include  recommendations  for 
legislative  or  administratii^e  changes  that 
will  enable  owners  and  operators  of  under- 
ground storage  tanks  to  maintain  financial 
responsibility  sufficient  to  provide  all  clean- 
up costs  and  damages  that  may  result  from 
reasonably  foreseeable  releases  and  events. 

li)  Criminal  Penalties  Relating  to  Used 
Oil.— Subtitle  C  of  the  Solid  Waste  Disposal 
Act  is  amended  as  follows: 

111  In  paragraphs  14)  and  I5i  of  section 
3008ld)  after  "hazardous  waste"  insert  "or 
any  used  oil  not  identified  or  listed  as  a  haz- 
ardous waste  under  this  subtitle". 

12)  Delete  "accompanied  by  a  manifest: 
or"  in  paragraph  15)  and  insert  "accompa- 
nied by  a  manifest;". 

13)  Insert  ";  or"  after  paragraph  16). 

14)  Add  the  following  new  paragraph  after 
paragraph  16): 

"17)  knowingly  stores,  treats,  transports, 
or  causes  to  be  transported,  disposes  of,  or 


otherwise  handles  any  used  oil  not  identi- 
fied or  listed  as  a  hazardous  waste  under 
subtitle  C  of  the  Solid  Waste  Disposal  Act— 

"(A)  in  knowing  violation  of  any  material 
condition  or  requirement  of  a  permit  under 
this  subtitle  C:  or 

"(B)  in  knouHng  violation  of  any  material 
condition  or  requirement  of  any  applicable 
regulations  or  standards  under  this  Act;". 

(5)  In  section  3008(e): 

(A)  Insert  "or  used  oil  not  identified  or 
listed  as  a  hazardous  waste  under  this  sub- 
title" immediately  after  "this  subtitle". 

(B)  Strike  "or"  immediately  before  "(6)". 

(C)  Insert  ",  or  (7)"  immediately  after 
"(6)". 

(j)  State  Programs  for  Used  Oil.— Section 
3006  of  the  Solid  Waste  Disposal  Act  is 
amended  by  adding  the  following  new  sub- 
section at  the  end  thereof: 

"Ih)  State  Programs  for  Used  Oil.— In 
the  case  of  used  oil  which  is  not  listed  or 
identified  under  this  subtitle  as  a  hazardous 
waste  but  which  is  regulated  under  section 
3014,  the  provisions  of  this  section  regard- 
ing State  programs  shall  apply  in  the  same 
manner  and  to  the  same  extent  as  such  pro- 
visions apply  to  hazardous  waste  identified 
or  listed  under  this  subtitle. ". 

SEC.  2W.  citizens  SUITS. 

Title  III  of  CERCLA  is  amended  by  adding 
the  following  new  section  after  section  309: 
"SEC.  110.  citizens  slits. 

"(a)  Authority  to  Bring  Civil  Actions.— 
Except  as  provided  in  subsections  (d)  and 
(e)  of  this  section  and  in  section  113(h)  (re- 
lating to  timing  of  judicial  review),  any 
person  may  commence  a  civil  action  on  his 
own  behalf— 

"ID  against  any  person  lincluding  the 
United  States  and  any  other  governmental 
instrumentality  or  agency,  to  the  extent  per- 
mitted try  the  eleventh  amendment  to  the 
Constitution)  who  is  alleged  to  be  in  viola- 
tion of  any  standard,  regulation,  condition, 
requirement,  or  order  which  has  become  ef- 
fective pursuant  to  this  Act  (including  any 
provision  of  an  agreement  under  section 
120,  relating  to  Federal  facilities);  or 

"(2)  against  the  President  or  any  other  of- 
ficer of  the  United  States  (including  the  Ad- 
ministrator of  the  Environmental  Protec- 
tion Agency  and  the  Administrator  of  the 
ATSDR)  where  there  is  alleged  a  failure  of 
the  President  or  of  such  other  officer  to  per- 
form any  act  or  duty  under  this  Act  includ- 
ing an  act  or  duty  under  section  120  (relat- 
ing to  Federal  facilities),  which  is  not  dis- 
cretionary with  the  President  or  such  other 
officer. 

Paragraph  (2)  shall  not  apply  to  any  act  or 
duty  under  the  provisions  of  section  311  (re- 
lating to  research,  development,  and  demon- 
stration). ,  . 

"(b)  Venue.— 

"(1)  Actions  under  subsection  latin.—Any 
action  under  subsection  (a)(1)  shall  be 
brought  in  the  district  court  for  the  district 
in  which  the  alleged  violation  occurred. 

"(2)  Actions  under  subsection  (a)(2i.—Any 
action  brought  under  subsection  (a)(2)  may 
be  brought  in  the  United  States  District 
Court  for  the  District  of  Columbia. 

"(ci  Relief.— The  district  court  shall  have 
jurisdiction  in  actions  brought  under  sub- 
section (aid)  to  enforce  the  standard,  regu- 
lation, condition,  requirement,  or  order  con- 
cerned (including  any  provision  of  an  agree- 
ment under  section  120),  to  order  such 
action  as  may  be  necessary  to  correct  the 
violation,  and  to  impose  any  civil  penalty 
provided  for  the  violation.  The  district  court 
shall  have  jurisdiction  in  actions  brought 
under  subsection  (a)(2)  to  order  the  Presi- 


dent or  other  officer  to  perform  the  act  or 
duty  concerned. 

"(d)  Rules  Applicable  to  Subsection 
(a)(1)  Actions.— 

"(1)  Notice.— No  action  may  be  com- 
menced under  subsection  (a)(1)  of  this  sec- 
tion before  60  days  after  the  plaintiff  has 
given  notice  of  the  violation  to  each  of  the 
following: 

"(A)  The  President 

"(B)  The  State  in  which  the  alleged  viola- 
tion occurs. 

"(C)  Any  alleged  violator  of  the  standard, 
regulation,  condition,  requirement,  or  order 
concerned  (including  any  provision  of  an 
agreement  under  section  120). 
Notice  under  this  paragraph  shall  be  given 
in  such  manner  as  the  President  shaU  pre- 
scribe tyy  regulation. 

"(2)  DiuGENT  PROSECUTION.— No  action 
may  be  commenced  under  paragraph  (1)  of 
subsection  (a)  if  the  President  has  com- 
menced and  is  diligently  prosecuting  an 
action  under  this  Act,  or  under  the  Solid 
Waste  Disposal  Act  to  require  compliance 
with  the  standard,  regulation,  condition,  re- 
quirement or  order  concerned  (including 
any  provision  of  an  agreement  under  sec- 
tion 120). 

"(e)  Rules  Appucable  to  Subsection  (a)(2) 
Actions.— No  action  may  be  commenced 
under  paragraph  (2)  of  subsection  (a)  before 
the  60th  day  following  the  date  on  which  the 
plaintiff  gives  notice  to  the  Administrator 
or  other  department  agency,  or  instrumen- 
tality that  the  plaintiff  will  commence  such 
action.  Notice  under  this  subsection  shall  be 
given  in  such  manner  as  the  President  shall 
prescribe  by  regulation. 

"(f)  Costs.— The  court  in  issuing  any 
final  order  in  any  action  brought  pursuant 
to  this  section,  may  award  costs  of  litiga- 
tion (including  reasonable  attorney  and 
expert  witness  fees)  to  the  prevailing  or  the 
substantially  prevailing  party  whenever  the 
court  determines  such  an  award  is  appropri- 
ate. The  court  may,  if  a  temporary  restrain- 
ing order  or  preliminary  injunction  is 
sought  require  the  filing  of  a  bond  or  equiv- 
alent security  in  accordance  with  the  Feder- 
al Rules  of  Civil  Procedure. 

"(g)  Intervention.— In  any  action  under 
this  section,  the  United  States  or  the  State, 
or  botK  if  not  a  party  may  intervene  as  a 
matter  of  right  For  other  provisions  regard- 
ing intervention,  see  section  113. 

■(h)  Other  Rights— This  Act  does  not 
affect  or  otherwise  impair  the  rights  of  any 
person  under  Federal.  State,  or  common  law, 
except  with  respect  to  the  timing  of  review 
as  provided  in  section  113(h)  or  as  otherwise 
provided  in  section  309  (relating  to  actions 
undey  State  law). 

"(i)  Definitions.— The  terms  used  in  this 
section  shall  have  the  same  meanings  as 
when  used  in  title  I. ". 

SEC.  207.  ISDIAS  TRIBES. 

(a)  DEFINITION.-For  definition  of  Indian 
tribe,  see  the  amendments  made  by  section 
101  of  this  Act 

(b)  Future  Maintenance  and  Cost  Shar- 
ING.-Section  104(c)(3)  of  CERCLA  is 
amended  by  adding  at  the  end  thereof  the 
following:  "In  the  case  of  remedial  action  to 
be  taken  on  land  or  water  held  by  an  Indian 
tribe,  held  by  the  United  States  in  trust  for 
Indians,  held  by  a  member  of  an  Indian 
tribe  (if  such  land  or  water  is  subject  to  a 
trust  restriction  on  alienation),  or  otherwise 
within  the  borders  of  an  Indian  reservation, 
the  requirements  of  this  paragraph  for  as- 
surances regarding  future  maintenance  and 
cost-sharing  shall  not  apply,  and  the  Presi- 
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dent  shall  provide  the  assurance  required  by 
this  paragraph  reoarding  the  availability  of 
a  hazardous  waste  disposal  facility. ". 

Ic)  Liability.— Section  107  of  CERCLA  is 
amended  as  follows: 

tlJ  In  subsection  (ai  by  inserting  "or  an 
Indian  tribe" after  "State": 

<2)  In  subsection  <f): 

I  A)  Insert  after  "State"  the  third  time  that 
word  appears  the  following:  "and  to  any 
Indian  tribe  for  natural  resources  belonging 
to,  managed  by,  controlled  by,  or  appertain- 
ing to  such  tribe,  or  held  in  trust  for  the  ben- 
efit of  such  tribe,  or  belonging  to  a  member 
of  such  tril)e  if  such  resources  are  subject  to 
a  trust  restriction  on  alienation  ". 

fBJ  Insert  "or  Indian  tribe"  after  "State" 
the  fourth  time  that  word  appears. 

(C)  Add  before  the  period  at  the  end  of  the 
first  sentence  the  following:  ",  so  long  as.  in 
the  case  of  damages  to  an  Indian  tribe  oc- 
curring pursuant  to  a  Federal  permit  or  li- 
cense, the  issuance  of  that  permit  or  license 
was  not  inconsistent  with  the  fiduciary  duty 
of  the  United  States  with  respect  to  such 
Indian  tribe". 

ID)  Insert  "or  the  Indian  tribe"  after 
"State  government". 

(31  In  subsection  fiJ  insert  "or  Indian 
tribe"  after  "State"  the  first  time  it  appears. 

14)  In  subsection  fjJ  insert  "or  Indian 
tribe"  after  "State"  the  first  time  it  appears. 

(di  Natural  Resources  Claims,  Delega- 
tion, Etc.— Section  111  of  CERCLA  is 
amended  as  follows: 

(II  In  subsection  (bl.  insert  before  the 
period  at  the  end  thereof  the  following:  ",  or 
by  any  Indian  tribe  or  by  the  United  States 
acting  on  behalf  of  any  Indian  tribe  for  nat- 
ural resources  belonging  to.  managed  by. 
controlled  by,  or  appertaining  to  such  tribe, 
or  held  in  trust  for  the  benefit  of  such  tril>e. 
or  belonging  to  a  member  of  such  tribe  if 
such  resources  are  subject  to  a  trust  restric- 
tion on  alienation"; 

(2)  In  subsection  (c)(2)  insert  "or  Indian 
tribe"  after  "State". 

(3)  In  subsection  (f)  insert  "or  Indian 
tribe"  after  "State":  and 

(41  In  subsection  (i)  insert  after  "State," 
the  following:  "and  by  the  governing  body  of 
any  Indian  tril>e  having  sustained  damage 
to  natural  resources  belonging  to.  managed 
by,  controlled  by,  or  appertaining  to  such 
tribe,  or  held  in  trust  for  the  benefit  of  such 
tribe,  or  belonging  to  a  memt>er  of  such  tribe 
if  such  resources  are  subject  to  a  trust  re- 
striction on  alienation. ". 

(e)  Treatment  of  Tribes  Generally.— Title 
I  of  CERCLA  is  amended  by  adding  the  fol- 
lowing new  section  after  section  125: 

•"SEC.  IH.  INDIAS  TRIBES. 

"(a)  Treatment  Generally.— The  govern- 
ing body  of  an  Indian  tribe  shall  be  afforded 
substantially  the  same  treatment  as  a  State 
with  respect  to  the  provisions  of  section 
103(a)  (regarding  notification  of  releases). 
section  104(c)(2)  (regarding  consultation  on 
remedial  actions),  section  104(e>  (regarding 
access  to  information),  section  104(i)  (re- 
garding health  authorities)  and  section  105 
(regarding  roles  and  responsibilities  under 
the  national  contingency  plan  and  submit- 
tal of  priorities  for  remedial  action,  but  not 
including  the  provision  regarding  the  inclu- 
sion of  at  least  one  facility  per  State  on  the 
National  Priorities  List). 

"(b)  Community  Relocation.— Should  the 
President  determine  that  proper  remedial 
action  is  the  permanent  relocation  of  tribal 
members  away  from  a  contaminated  site  be- 
cause it  is  cost  effective  and  necessary  to 
protect  their  health  and  welfare,  such  find- 
ing must  be  concurred  in  by  the  affected 


tribal  government  before  relocation  shall 
occur.  The  President,  in  cooperation  with 
the  Secretary  of  the  Interior,  shall  also 
assure  that  all  benefits  of  the  relocation  pro- 
gram are  provided  to  the  affected  tribe  and 
that  alternative  land  of  equivalent  value  is 
available  and  satisfactory  to  the  tribe.  Any 
lands  acquired  for  relocation  of  tribal  mem- 
bers shall  be  held  in  trust  by  the  United 
States  for  the  benefit  of  the  tribe. 

"(c)  Study.— The  President  shall  conduct  a 
survey,  in  consultation  with  the  Indian 
tribes,  to  determine  the  extent  of  hazardous 
waste  sites  on  Indian  lands.  Such  survey 
shall  be  included  within  a  report  which  shall 
make  recommendations  on  the  program 
needs  of  tribes  under  this  Act,  with  particu- 
lar emphasis  on  how  tribal  participation  in 
the  administration  of  such  programs  can  be 
maximized.  Such  report  shall  be  submitted 
to  Congress  along  with  the  President's 
budget  request  for  fiscal  year  1988. 

"(d)  Limitation.— Notwithstanding  any 
other  provision  of  this  Act,  no  action  under 
this  Act  by  an  Indian  tribe  shall  be  barred 
until  the  later  of  the  following: 

"(1)  The  applicable  period  of  limitations 
has  expired. 

"(2)  2  years  after  the  United  States,  in  its 
capacity  as  trustee  for  the  tribe,  gives  writ- 
ten notice  to  the  governing  body  of  the  tribe 
that  it  will  not  present  a  claim  or  commence 
an  action  on  behalf  of  the  tribe  or  fails  to 
present  a  claim  or  commence  an  action 
within  the  time  limitations  specified  in  this 
Act. ". 

SBC.  ;«l  I.SSVRABILITY  Sn  DY. 

Section  301  of  CERCLA  is  amended  by 
adding  the  following  new  subsection  at  the 
end  thereof: 

"(g)  Insurability  Study.— 

"(1)  Study  by  comptroller  general.— The 
Comptroller  General  of  the  United  States,  in 
consultation  with  the  persons  described  in 
paragraph  (2),  shall  undertake  a  study  to  de- 
termine the  insurability,  and  effects  on  the 
standard  of  care,  of  the  liability  of  each  of 
the  following: 

"(A)  Persons  who  generate  hazardous  sub- 
stances: liability  for  costs  and  damages 
under  this  Act. 

"(B)  Persons  who  own  or  operate  facili- 
ties: liability  for  costs  and  damages  under 
this  Act. 

"(C)  Persons  liable  for  injury  to  persons  or 
property  caused  by  the  release  of  hazardous 
substances  into  the  environment. 

"12)  Consultation.— In  conducting  the 
study  under  this  subsection,  the  Comptroller 
General  shall  consult  toith  the  following: 

"(A)  Representatives  of  the  Administrator. 

"(B)  Representatives  of  persons  described 
in  subparagraphs  (A)  through  (C)  of  the  pre- 
ceding paragraph. 

"(C)  Representatives  (i)  of  groups  or  orga- 
nizations comprised  generally  of  persons  ad- 
versely affected  by  releases  or  threatened  re- 
leases of  hazardous  substances  and  di)  of 
groups  organized  for  protecting  the  interests 
of  consumers. 

"(D)  Representatives  of  property  and  casu- 
alty insurers. 

"(E)  Representatives  of  reinsurers. 

"(F)  Persons  responsible  for  the  regulation 
of  insurance  at  the  State  level. 

"(3)  Items  evaluated.— The  study  under 
this  section  shall  include,  among  other  mat- 
ters, an  evaluation  of  the  following: 

"(AI  Current  economic  conditions  in.  and 
the  future  outlook  for,  the  commercial 
market  for  insurance  and  reinsurance. 

••IB)  Current  trends  in  statutory  and 
common  law  remedies. 

"(C)  The  impact  of  possible  changes  in  tra- 
ditional standards  of  liability,  proof,  evi- 


dence, and  damages  on  existing  statutory 
and  common  law  remedies. 

"(D)  The  effect  of  the  standard  of  liability 
and  extent  of  the  persons  upon  whom  it  is 
imposed  under  this  Act  on  the  protection  of 
human  health  and  the  environment  and  on 
the  availability,  underwriting,  and  pricing 
of  insurance  coverage. 

"(E)  Current  trends,  if  any,  in  the  judicial 
interpretation  and  construction  of  applica- 
ble insurance  contracts,  together  with  the 
degree  to  which  amendments  in  the  lan- 
guage of  such  contracts  and  the  description 
of  the  risks  assumed,  could  affect  such 
trends. 

"(F)  The  frequency  and  severity  of  a  repre- 
sentative sample  of  claims  closed  during  the 
calendar  year  immediately  preceding  the  en- 
actment of  this  subsection. 

"(G)  Impediments  to  the  acquisition  of  in- 
surance or  other  means  of  obtaining  liabil- 
ity coverage  other  than  those  referred  to  in 
the  preceding  subparagraphs. 

"(H)  The  effects  of  the  standards  of  liabil- 
ity and  financial  responsilyility  require- 
ments imposed  pursuant  to  this  Act  on  the 
cost  of,  and  incentives  for,  developing  and 
demonstrating  alternative  and  innovative 
treatment  technologies,  as  well  as  waste  gen- 
eration minimization. 

"(4)  Submission.— The  Comptroller  General 
shall  submit  a  report  on  the  results  of  the 
study  to  Congress  with  appropriate  recom- 
mendations within  12  months  after  the  en- 
actment of  this  subsection. ". 

SEC.  209.   RESEARCH.  DBVELOPMEST.  ASD  DEMOS- 
STRATIOS. 

(a)  Purpose.— The  purposes  of  this  section 
are  as  follows: 

(1)  To  establish  a  comprehensive  and  co- 
ordinated Federal  program  of  research,  de- 
velopment, demonstration,  and  training  for 
the  purpose  of  promoting  the  development  of 
alternative  and  innovative  treatment  tech- 
nologies that  can  t>e  used  in  response  ac- 
tions under  the  CERCLA  program,  to  pro- 
vide incentives  for  the  development  and  use 
of  such  technologies,  and  to  improve  the  sci- 
entific capability  to  assess,  detect  and 
evaluate  the  effects  on  and  risks  to  human 
health  from  hazardous  substances. 

(2)  To  establish  a  basic  university  research 
and  education  program  within  the  Depart- 
ment of  Health  and  Human  Services  and  a 
research,  demonstration,  and  training  pro- 
gram within  the  Environmental  Protection 
Agency. 

(3)  To  reserve  certain  funds  from  the  Haz- 
ardous Substance  Trust  Fund  to  support  a 
basic  research  program  within  the  Depart- 
ment of  Health  and  Human  Services,  and  an 
applied  and  developmental  research  pro- 
gram uxithin  the  Environmental  Protection 
Agency. 

(4)  To  enhance  the  Environmental  Protec- 
tion Agency's  internal  research  capatrilities 
related  to  CERCLA  activities,  including  site 
assessment  and  technology  evaluation. 

(5)  To  provide  incentives  for  the  develop- 
ment of  alternative  and  innovative  treat- 
ment technologies  in  a  manner  that  supple- 
ments or  coordinates  with,  but  does  not 
compete  with  or  duplicate,  private  sector  de- 
velopment of  such  technologies. 

(b)  Amendment  of  CERCLA.— Title  III  of 
CERCLA  is  amended  by  adding  the  follow- 
ing new  section  at  the  end  thereof: 

"SBC.  311.  RESEARCH.  DBVELOPMEST.  ASD  DEMOS- 
STRATIOS. 

"(a)  Hazardous  Substance  Research  and 
Training.- 

"(1)  Authorities  of  secretary.— The  Secre- 
tary of  Health  and  Human  Services  (herein- 
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after in  this  subsection  referred  to  as  the 
Secretaryj,  in  consultation  with  the  Admin- 
istrator, shall  establish  and  support  a  basic 
research  and  training  program  (through 
grants,  cooperative  agreem.ents,  and  con- 
tracts/ consisting  of  the  following: 

"(Al  Basic  research  (including  epidemio- 
logic and  ecologic  studies)  which  may  in- 
clude each  of  the  following: 

"(it  Advanced  techniques  for  the  detection, 
assessment,  and  evaluation  of  the  effects  on 
human  health  of  hazardous  substances. 

"(ii)  Methods  to  assess  the  risks  to  human 
health  presented  by  hazardous  substances. 
.  "(Hi)  Methods  and  technologies  to  detect 
hazardous  substances  in  the  environment 
and  basic  biological,  chemical,  and  physical 
methods  to  reduce  the  amount  and  toxicity 
of  hazardous  substances. 

"(B)  Training,  which  may  include  each  of 
the  following: 

"(i)  Short  courses  and  continuing  educa- 
tion for  State  and  local  health  and  environ- 
ment agency  personnel  and  other  personnel 
engaged  in  the  handling  of  hazardous  sub- 
stances, in  the  management  of  facilities  at 
which  hazardous  substances  are  located, 
and  in  the  evaluation  of  the  hazards  to 
human  health  presented  by  such  facilities. 

"(ii)  Graduate  or  advanced  training  in 
environmental  and  occupational  health  and 
safety  and  in  the  public  health  and  engi- 
neering aspects  of  hazardous  waste  control. 

"(Hi)  Graduate  training  in  the  geosci- 
ences,  including  hydrogeology,  geological  en- 
gineering, geophysics,  geochemistry,  and  re- 
lated fields  necessary  to  meet  professional 
personnel  needs  in  the  public  and  private 
sectors  and  to  effectuate  the  purposes  of  this 
Act 

"(2)  Director  of  siEHs.—The  Director  of 
the  National  Institute  for  Environmental 
Health  Sciences  shall  cooperate  fully  XDith 
the  relevant  Federal  agencies  referred  to  in 
subparagraph  (A)  of  paragraph  (5)  in  carry- 
ing out  the  purposes  of  this  section. 

"(3)  RECtprENTS  OF  GRANTS,  ETC.— A  grant, 
cooperative  agreement,  or  contract  may  be 
made  or  entered  into  under  paragraph  (1) 
with  an  accredited  institution  of  higher  edu- 
cation. The  institution  may  carry  out  the  re- 
search or  training  under  the  grant,  coopera- 
tive agreement,  or  contract  through  con- 
tracts, including  contracts  with  any  of  the 
following: 

"(A)  Generators  of  hazardous  wastes. 

"(B)  Persons  involved  in  the  detection,  as- 
sessment, eiyaluation,  and  treatment  of  haz- 
ardous substances. 

"(C)  Owners  and  operators  of  facilities  at 
which  hazardous  substances  are  located. 

"(D)  State  and  local  governments. 

"(4)  Procedures.— In  making  grants  and 
entering  into  cooperative  agreements  and 
contracts  under  this  subsection,  the  Secre- 
tary shall  act  through  the  Director  of  the  Na- 
tional Institute  for  Environmental  Health 
Sciences.  In  considering  the  allocation  of 
funds  for  training  purposes,  the  Director 
shall  ensure  that  at  least  one  grant,  coopera- 
tive agreement,  or  contract  shall  be  awarded 
for  training  described  in  each  of  clauses  (i). 
(ii),  and  (Hi)  of  paragraph  (1)(B).  Where  ap- 
plicable, the  Director  may  choose  to  operate 
training  activities  in  cooperation  with  the 
Director  of  the  National  Institute  for  Occu- 
pational Safety  and  Health.  The  procedures 
applicable  to  grants  and  contracts  under 
title  IV  of  the  Public  Health  Sennce  Act 
shall  be  followed  under  this  subsection. 

"(5)  Advisory  council.— To  assist  in  the 
implementation  of  this  subsection  and  to 
aid  in  the  coordination  of  research  and 
demonstration      and      training     activities 


funded  from  the  Fund  under  this  section,  the 
Secretary  shall  appoint  an  advisory  council 
(hereinafter  in  this  subsection  referred  to  as 
the  'Advisory  Council')  which  shall  consist 
of  representatives  of  the  following: 

"(A)  The  relevant  Federal  agencies. 

"(B)  The  chemical  industry. 

"(C)  The  toxic  waste  management  indus- 
try. 

"(D)  Institutions  of  higher  education. 

"(E)  State  and  local  health  and  environ- 
mental agencies. 

"(F)  The  general  public. 

"(6)  PLANNiNG.-Within  nine  months  after 
the  date  of  the  enactm£nt  of  this  subsection, 
the  Secretary,  acting  through  the  Director  of 
the  National  Institute  for  Environmental 
Health  Sciences,  shall  issue  a  plan  for  the 
implementation  of  paragraph  (1).  The  plan 
shall  include  priorities  for  actions  under 
paragraph  (1)  and  include  research  and 
training  relevant  to  scientific  and  techno- 
logical issues  resulting  from  site  specific 
hazardous  substance  response  experience. 
The  Secretary  shall,  to  the  maximum  extent 
practicable,  take  appropriate  steps  to  co- 
ordinate program  activities  under  this  plan 
with  the  activities  of  other  Federal  agencies 
in  order  to  avoid  duplication  of  effort  The 
plan  shall  be  consistent  toith  the  need  for  the 
development  of  new  technologies  for  meeting 
the  goals  of  response  actions  in  accordance 
with  the  provisions  of  this  Act  The  Advisory 
Council  shall  be  provided  an  opportunity  to 
review  and  comment  on  the  plan  and  prior- 
ities and  assist  appropriate  coordination 
among  the  relevant  Federal  agencies  re- 
ferred to  in  subparagraph  (A)  of  paragraph 
(5). 

"(b)  Alternative  or  Innovative  Treatment 
Technology  Research  and  Demonstration 
Program.- 

"(1)  EsTABUSHMENT.—The  Administrator  is 
authorized  and  directed  to  carry  out  a  pro- 
gram of  research,  evaluation,  testing,  devel- 
opment and  demonstration  of  alternative 
or  innovative  treatment  technologies  (here- 
inafter in  this  subsection  referred  to  as  the 
'program'/  which  may  be  utilized  in  re- 
sponse actions  to  achieve  more  permanent 
protection  of  human  health  and  welfare  and 
the  environment. 

"(2)  Administration.— The  program  shall 
be  administered  by  the  Administrator, 
acting  through  an  office  of  technology  dem- 
onstration and  shall  be  coordinated  with 
programs  carried  out  by  the  Office  of  Solid 
Waste  and  Emergency  Response  and  the 
Office  of  Research  and  Development 

"(31  Contracts  and  anANTS.-In  carrying 
out  the  program,  the  Administrator  is  au- 
thorized to  enter  into  contracts  and  cooper- 
ative agreements  with,  and  make  grants  to. 
persons,  public  entities,  and  nonprofit  pri- 
vate entities  which  are  exempt  from  tax 
under  section  501(c)(3)  of  the  Internal  Reve- 
nue Code  of  1954.  The  Administrator  shall, 
to  the  maximum  extent  possible,  enter  into 
appropriate  cost,  sharing  arrangements 
under  this  subsection. 

"(4)  Use  of  sites.— In  carrying  out  the  pro- 
gram, the  Administrator  may  arrange  for 
the  use  of  sites  at  which  a  response  may  be 
undertaken  under  section  104  for  the  pur- 
poses of  carrying  out  research,  testing,  eval- 
uation, development  and  demonstration 
projects.  Each  such  project  shall  be  carried 
out  under  such  terms  and  conditions  as  the 
Administrator  shall  require  to  assure  the 
protection  of  human  health  and  the  environ- 
ment and  to  assure  adequate  control  by  the 
Administrator  of  the  research,  testing,  eval- 
uation, development,  and  demonstration  ac- 
tivities at  the  site. 


"(5)  Demonstration  ASSISTANCE.- 

"(A)  Program  components.— The  demon- 
stration assistance  program  shall  include 
the  following: 

"(i)  The  publication  of  a  solicitation  and 
the  evaluation  of  applications  for  demon- 
stration projects  utilizing  alternative  or  in- 
novative technologies. 

"(ii)  The  selection  of  sites  which  are  suita- 
ble for  the  testing  and  evaluation  of  innova- 
tive technologies. 

"(Hi)  The  development  of  detailed  plans 
for  innovative  technology  deynonstration 
projects. 

"(iv)  The  supervision  of  such  demonstra- 
tion projects  and  the  providing  of  quality 
assurance  for  data  obtained. 

"(V)  The  evaluation  of  the  results  of  alter- 
native innovative  technology  demonstratioiu. 
projects  and  the  determination  of  whether 
or  not  the  technologies  used  are  effective 
and  feasible. 

"(B)  SoLicTTATioN.— Within  90  days  after 
the  date  of  the  enactment  of  this  section, 
and  no  less  often  than  once  every  12  months 
thereafter,  the  Administrator  shall  publish  a 
solicitation  for  innovative  or  alternative 
technologies  at  a  stage  of  development  suita- 
ble for  full-scale  demonstrations  at  sites  at 
which  a  response  action  may  be  undertaken 
under  section  104.  The  purpose  of  any  such 
project  shall  be  to  demonstrate  the  use  of  an 
alternative  or  innovative  treatment  technol- 
ogy unth  respect  to  hazardous  substances  or 
pollutants  or  contaminants  which  are  locat- 
ed at  the  site  or  which  are  to  be  removed 
from  the  site.  The  solicitation  notice  shall 
prescribe  information  to  be  included  in  the 
application,  including  technical  and  eco- 
nomic data  derived  from  the  applicant's 
own  research  and  development  efforts,  and 
other  information  sufficient  to  permit  the 
Administrator  to  assess  the  technology's  po- 
tential and  the  types  of  remedial  action  to 
which  it  may  be  applicable. 

"(C)  Applications.— Any  person  and  any 
public  or  private  nonprofit  entity  may 
submit  an  application  to  the  Administrator 
in  response  to  the  solicitation.  The  applica- 
tion shall  contain  a  proposed  demonstra- 
tion plan  setting  forth  how  and  when  the 
project  is  to  be  carried  out  and  such  other 
information  as  the  Administrator  may  re- 
quire. 

"(D)  Project  selection.— In  selecting  tech- 
nologies to  be  demonstrated,  the  Administra- 
tor shall  fully  review  the  applications  sub- 
mitted and  shall  consider  at  least  the  crite- 
ria specified  in  paragraph  (7).  The  Adminis- 
trator shall  select  or  refuse  to  select  a  project 
for  demonstration  under  this  subsection 
within  90  days  of  receiving  the  completed 
application  for  such  project  In  the  case  of  a 
refusal  to  select  the  project  the  Administra- 
tor shall  notify  the  applicant  within  such 
90-day  period  of  the  reasons  for  his  refusal 

"(E)  Site  selection.— The  Administrator 
shall  propose  10  sites  at  which  a  response 
may  be  undertaken  under  section  104  to  be 
the  location  of  any  demonstration  project 
under  this  subsection  within  60  days  after 
the  close  of  the  public  comment  period.  After 
an  opportunity  for  notice  and  public  com- 
ment the  Administrator  shall  select  such 
sites  and  projects.  In  selecting  any  such  site, 
the  Administrator  shall  take  into  account 
the  applicant's  technical  data  and  prefer- 
ences either  for  onsite  operation  or  for  uti- ' 
lizing  the  site  as  a  source  of  hazardous  sul>- 
stances  or  pollutants  or  contaminants  to  be 
treated  offsite. 

"(F)  Demonstration  plan.  — Within  60  days 
after  the  selection  of  the  site  under  this 
paragraph  to  be  the  location  of  a  demonstra- 
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tion  projeet,  the  AdministratOT  shall  estab- 
lish a  final  demonstration  plan  for  the 
project,  based  upon  the  demonstration  plan 
contained  in  the  application  for  the  project. 
Such  plan  shall  clearly  set  forth  how  and 
v>hen  the  demonstration  project  tciill  be  car- 
ried out 

"(G)  Supervision  AND  testing.— Each  dem- 
onstration project  under  this  subsection 
shall  be  performed  by  the  applicant,  or  by  a 
person  satisfactory  to  the  applicant,  under 
the  supervision  of  the  Administrator.  The 
Administrator  shall  enter  into  a  written 
agreement  with  each  applicant  granting  the 
Administrator  the  responsibility  and  au- 
thority for  testing  procedures,  quality  con- 
trol, monitoring,  and  other  measurements 
necessary  to  determine  and  evaluate  the  re- 
sults of  the  demonstration  project  The  Ad- 
ministrator may  pay  the  costs  of  testing, 
monitoring.  Quality  control  and  other  meas- 
urements required  by  the  Administrator  to 
determine  and  evaluate  the  results  of  the 
demonstration  project,  and  the  limitations 
established  by  subparagraph  tJJ  shall  not 
apply  to  such  costs. 

"(H)  Project  completion.— Each  demon- 
stration project  under  this  subsection  shall 
be  completed  within  such  time  as  is  estab- 
lished in  the  demonstration  plan. 

"(It  Extensions.— The  Administrator  may 
extend  any  deadline  established  under  this 
paragraph  by  mutual  agreement  with  the 
applicant  concerned. 

"(J)  Funding  RESTRjcnoNS.—The  Adminis- 
trator shall  not  provide  any  Federal  assist- 
ance for  any  part  of  a  full-scale  field  demon- 
stration project  under  this  subsection  to  any 
applicant  unless  such  applicant  can  demon- 
strate that  it  cannot  obtain  appropriate  pri- 
vate financing  on  reasonable  terms  and  con- 
ditions sufficient  to  carry  out  such  demon- 
stration project  without  such  Federal  assist- 
ance. The  total  Federal  funds  for  any  full- 
scale  field  demonstration  project  under  this 
subsection  shall  not  exceed  SO  percent  of  the 
total  cost  of  such  project  estimated  at  the 
time  of  the  award  of  such  assistance.  The 
Administrator  shall  not  expend  more  than 
$10,000,000  for  assistance  under  the  pro- 
gram in  any  fiscal  year  and  shall  not  expend 
more  than  $3,000,000  for  any  single  project. 

"(6)  Field  demonstrations.— In  carrying 
out  the  program,  the  Administrator  shall 
initiate  or  cause  to  be  initiated  at  least  10 
field  demonstration  projects  of  alternative 
or  innovative  treatment  technologies  at 
sites  at  which  a  response  may  be  undertaken 
under  section  104.  in  fiscal  year  1987  and 
each  of  the  succeeding  three  fiscal  years.  If 
the  Administrator  determines  that  10  field 
demonstration  projects  under  this  subsec- 
tion cannot  be  initiated  consistent  with  the 
criteria  set  forth  in  paragraph  17)  in  any  of 
such  fiscal  years,  the  Administrator  shall 
transmit  to  the  appropriate  committees  of 
Congress  a  report  explaining  the  reasons  for 
his  inability  to  conduct  such  demonstration 
projects. 

"(7)  Criteria.— In  selecting  technologies  to 
be  demonstrated  under  this  subsection,  the 
Administrator  shall,  consistent  with  the  pro- 
tection of  human  health  and  the  environ- 
ment, consider  each  of  the  following  crite- 
ria: 

"(A)  The  potential  for  contributing  to  so- 
lutions to  those  waste  problems  which  pose 
the  greatest  threat  to  human  health,  which 
cannot  be  adequately  controlled  under 
present  technologies,  or  which  otherwise 
pose  significant  management  difficulties. 

"(Bl  The  availability  of  technologies 
which  have  been  sufficiently  developed  for 
field  demonstration  and  which  are  likely  to 
be  cost-effective  and  reliable. 


"(Cj  The  availability  and  suitability  of 
sites  for  demonstrating  such  technologies, 
taking  into  account  the  physical  biological, 
chemical  and  geological  characteristics  of 
the  sites,  the  extent  and  type  of  contamina- 
tion found  at  the  site,  and  the  capability  to 
conduct  demonstration  projects  in  such  a 
manner  as  to  assure  the  protection  of 
human  health  and  the  environment. 

"(DJ  The  likelihood  that  the  data  to  be 
generated  from  the  demonstration  project  at 
the  site  vnll  be  applicable  to  other  sites. 

"(8 J  Technology  transfer.— In  carrying 
out  the  program,  the  Administrator  shall 
conduct  a  technology  transfer  program  in- 
cluding the  development,  collection,  evalua- 
tion, coordination,  and  dissemination  of  in- 
formation relating  to  the  utilization  of  al- 
ternative or  innovative  treatment  technol- 
ogies for  response  actions.  The  Administra- 
tor shall  establish  and  maintain  a  central 
reference  library  for  such  information.  The 
i7\formation  maintained  by  the  Administra- 
tor shall  be  made  available  to  the  public, 
subject  to  the  provisions  of  section  552  of 
title  5  of  the  United  States  Code  and  section 
1905  of  title  18  of  the  United  States  Code, 
and  to  other  Government  agencies  in  a 
manner  that  will  facilitate  its  dissemina- 
tion; except,  that  upon  a  showing  satisfac- 
tory to  the  Administrator  by  any  person  that 
any  information  or  portion  thereof  obtained 
under  this  subsection  by  the  Administrator 
directly  or  indirectly  from  such  person, 
would,  if  made  public,  divulge— 

"(A)  trade  secrets;  or 

"(B>  other  proprietary  information  of 
such  person, 

the  Administrator  shall  not  disclose  such  in- 
formation and  disclosure  thereof  shall  be 
punishable  under  section  1905  of  title  18  of 
the  United  States  Code.  This  subsection  is 
not  authority  to  withhold  information  from 
Congress  or  any  committee  of  Congress 
upon  the  request  of  the  chairman  of  such 
committee. 

"(9)  Training.— The  Administrator  is  au- 
thorized and  directed  to  carry  out.  through 
the  office  of  technology  demonstration,  a 
program  of  training  and  an  evaluation  of 
training  needs  for  each  of  the  following: 

"(A)  Training  in  the  procedures  for  the 
handling  and  removal  of  hazardous  sub- 
stances for  employees  who  handle  hazardous 
substances. 

"(Bl  Training  in  the  management  of  fa- 
cilities at  which  hazardous  substances  are 
located  and  in  the  evaluation  of  the  hazards 
to  human  health  presented  by  such  facilities 
for  State  and  local  health  and  environment 
agency  personnel 

"(10)  Definition.— For  purposes  of  this 
subsection,  the  term  'alternative  or  innova- 
tive treatment  technologies'  means  those 
technologies,  including  proprietary  or  pat- 
ented methods,  which  permanently  alter  the 
composition  of  hazardous  waste  through 
chemical  biological,  or  physical  means  so  as 
to  significantly  reduce  the  toxicity,  mobili- 
ty, or  volume  (or  any  combination  thereof) 
of  the  hazardous  waste  or  contaminated  ma- 
terials being  treated.  The  term  also  includes 
technologies  that  characterize  or  assess  the 
extent  of  contamination,  the  chemical  and 
physical  character  of  the  contaminants,  and 
the  stresses  imposed  by  the  contaminants  on 
complex  ecosystems  at  sites. 

"(c)  Hazardous  Substance  Research.— The 
Administrator  may  conduct  and  support, 
through  grants,  cooperative  agreements,  and 
contracts,  research  with  respect  to  the  detec- 
tion, assessment  and  evaluation  of  the  ef- 
fects on  and  risks  to  human  health  of  haz- 
ardous substances  and  detection  of  hazard- 


ous substances  in  the  environment  The  Ad- 
ministrator shall  coordinate  such  research 
with  the  Secretary  of  Health  and  Human 
Services,  acting  through  the  advisory  coun- 
cil established  under  this  section,  in  order  to 
avoid  duplication  of  effort 

"(d)  University  Hazardous  Substance  Re- 
search Centers.— 

"(1)  Grant  program.— The  Administrator 
shall  make  grants  to  institutions  of  higher 
learning  to  establish  and  operate  not  fewer 
than  5  hazardous  substance  research  centers 
in  the  United  States.  In  carrying  out  the 
program  under  this  subsection,  the  Adminis- 
trator should  seek  to  have  established  and 
operated  10  hazardous  substance  research 
centers  in  the  United  States. 

"(2)  Responsibilities  of  centers.— The  re- 
sponsibilities of  each  hazardous  substance 
research  center  established  under  this  sub- 
section shall  include,  but  not  be  limited  to, 
the  conduct  of  research  and  training  relat- 
ing to  the  manufacture,  use,  transportation, 
disposal  and  management  of  hazardous 
substances  and  publication  and  dissemina- 
tion of  the  results  of  such  research. 

"(3)  Applications.— Any  ijistitution  of 
higher  learning  interested  in  receiving  a 
grant  under  this  subsection  shall  submit  to 
the  Administrator  an  application  in  such 
form  and  containing  such  information  as 
the  Administrator  may  require  by  regula- 
tion. 

"(4)  Selection  CRrrERU.—The  Administra- 
tor shall  select  recipients  of  grants  under 
this  subsection  on  the  basis  of  the  following 
criteria: 

"(A)  The  hazardous  substance  research 
center  shall  be  located  in  a  State  which  is 
representative  of  the  needs  of  the  region  in 
which  such  State  is  located  for  improved 
hazardous  waste  management 

"(B)  The  grant  recipient  shall  be  located 
in  an  area  which  has  experienced  problems 
with  hazardous  substance  management 

"(C)  There  is  available  to  the  grant  recipi- 
ent for  carrying  out  this  subsection  demon- 
strated research  resources. 

"(D)  The  capability  of  the  grant  recipient 
to  provide  leadership  in  making  national 
and  regional  contributions  to  the  solution  of 
both  long-range  and  immediate  hazardous 
substance  management  problems. 

"(E)  The  grant  recipient  shall  make  a  com- 
mitment to  support  ongoing  hazardous  sub- 
stance research  programs  with  budgeted  in- 
stitutional funds  of  at  least  $100,000  per 
year. 

"(F)  The  grant  recipient  shall  have  an 
interdisciplinary  staff  vnth  demonstrated 
expertise  in  hazardous  substance  manage- 
ment and  research. 

"(G)  The  grant  recipient  shall  have  a  dem- 
onstrated ability  to  disseminate  results  of 
hazardous  substance  research  and  educa- 
tional programs  through  an  interdiscipli- 
nary continuing  education  program. 

"(HI  The  projects  which  the  grant  recipi- 
ent proposes  to  carry  out  under  the  grant 
are  necessary  and  appropriate. 

"(5)  Maintenance  of  effort.— No  grant 
may  be  made  under  this  subsection  in  any 
fiscal  year  unless  the  recipient  of  such  grant 
enters  into  such  agreements  with  the  Admin- 
istrator as  the  Administrator  may  require  to 
ensure  that  such  recipient  will  maintain  its 
aggregate  expenditures  from  all  other 
sources  for  establishing  and  operating  a  re- 
gional hazardous  substance  research  center 
and  related  research  activities  at  or  above 
the  average  level  of  such  expenditures  in  its 
2  fiscal  years  preceding  the  date  of  the  en- 
actment of  this  subsection. 
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"16)  Federal  share.— The  Federal  share  of 
a  grant  under  this  subsection  shall  not 
exceed  80  percent  of  the  costs  of  establishing 
and  operating  the  regional  hazardous  sub- 
stance research  center  and  related  research 
activities  carried  out  by  the  grant  recipient 

"(7J  Limitation  on  use  of  funds.— No  funds 
made  available  to  carry  out  this  subsection 
shall  be  used  for  acquisition  of  real  property 
/including  buildings!  or  construction  of  any 
building. 

"(S)  Administration  through  the  office  of 
THE  administrator.— Administrative  respon- 
sibility for  carrying  out  this  subsection  shall 
be  in  the  Office  of  the  Administrator. 

"(9J  Equitable  distribution ■  of  funds.— 
The  Administrator  shall  allocate  funds  made 
available  to  carry  out  this  subsection  equi- 
tably among  the  regions  of  the  United 
States. 

"(10)     TECHNOLOGY    TRANSFER    ACTIVITIES.— 

Not  less  ttian  five  percent  of  the  funds  made 
available  to  carry  out  this  subsection  for 
any  fiscal  year  shall  be  available  to  carry 
out  technology  transfer  activities. 

"(e)  Report  to  Congress.— At  the  time  of 
the  submission  of  the  annual  budget  request 
to  Congress,  the  Administrator  shall  submit 
to  the  appropriate  committees  of  the  House 
of  Representatives  and  the  Senate  and  to  the 
advisory  council  established  under  subsec- 
tion (a),  a  report  on  the  progress  of  the  re- 
search, development,  and  demonstration 
program  authorized  by  subsection  (b),  in- 
cluding an  evaluation  of  each  demonstra- 
tion project  completed  in  the  preceding 
fiscal  year,  findings  with  respect  to  the  effi- 
cacy of  such  demonstrated  technologies  in 
achieving  permanent  and  significant  reduc- 
tions in  risk  from  hazardous  wastes,  the 
costs  of  such  demonstration  projects,  and 
the  potential  applicability  of.  and  projected 
costs  for,  such  technologies  at  other  hazard- 
ous substance  sites. 

"(f)  Saving  Provision.— Nothing  in  this 
section  shall  be  construed  to  affect  the  pro- 
visions of  the  Solid  Waste  Disposal  Act 

"(g)  Small  Business  Participation.— The 
Administrator  shall  ensure,  to  the  maximum 
extent  practicable,  an  adequate  opportunity 
for  small  business  participation  in  the  pro- 
gram established  by  subsection  (b). ". 

SEC  210.  POLLITIOS  LIABILITY  lySVRANCE. 

CERCLA  is  amended  by  adding  the  follow- 
ing new  title  at  the  end  thereof: 

"TITLE  IV-POLLUTION  INSURANCE 
"SEC.  40L  DEFIMTIOSS 

"As  used  in  this  title— 

"(1)  Insurance.— The  term  'insurance' 
means  primary  insurance,  excess  insurance, 
reinsurance,  surplus  lines  insurance,  and 
any  other  arrangement  for  shifting  and  dis- 
tributing risk  which  is  determined  to  be  in- 
surance under  applicable  State  or  Federal 
law. 

"(2)  Pollution  liability.— The  term  'pollu- 
tion liability'  means  liability  for  injuries 
arising  from  the  release  of  hazardous  sub- 
stances or  pollutants  or  contaminants. 

"(3)  Risk  retention  group.— The  term  'risk 
retention  group'  means  any  corporation  or 
other  limited  liability  association  taxable  as 
a  corporation,  or  as  an  insurance  company, 
formed  under  the  laws  of  any  State— 

"(A)  whose  primary  activity  consists  of  as- 
suming and  spreading  all,  or  any  portion,  of 
the  pollution  liability  of  its  group  members: 

"(B)  which  is  organized  for  the  primary 
purpose  of  conducting  the  activity  described 
under  subparagraph  (A): 

"(C)  which  is  chartered  or  licensed  as  an 
insurance  company  and  authorized  to 
engage  in  the  business  of  insurance  under 
the  laws  of  any  State:  and 


"(D)  which  does  not  exclude  any  person 
from  membership  in  the  group  solely  to  pro- 
vide for  members  of  such  a  group  a  competi- 
tive advantage  over  such  a  person. 

"(4)  Purchasing  group.— The  term  'pur- 
chasing group'  means  any  group  of  persons 
which  has  as  one  of  its  purposes  the  pur- 
chase of  pollution  liability  insurance  on  a 
group  basis. 

"(5)  State.— The  term  'State'  means  any 
State  of  the  United  States,  the  District  of  Co- 
lumbia, the  Commonwealth  of  Puerto  Rico, 
Guam,  American  Samoa,  the  Virgin  Islands, 
the  Commonwedlth  of  the  Northern  Mari- 
anas, and  any  other  territory  or  possession 
over  which  the  United  States  has  jurisdic- 
tion. 

"SEC.  402.  STATE  LA  WS;  SCOPE  OF  TITLE. 

"(a)  State  Laws.— Nothing  in  this  title 
shall  be  construed  to  affect  either  the  tort 
law  or  the  law  governing  the  interpretation 
of  insurance  contracts  of  any  State.  The 
definitions  of  pollution  liability  and  pollu- 
tion liability  insurance  under  any  State  law 
shall  not  be  applied  for  the  purposes  of  this 
title,  including  recognition  or  qualification 
of  risk  retention  groups  or  purchasing 
groups. 

"(b)  Scope  of  Title.— The  authority  to 
offer  or  to  provide  insurance  under  this  title 
shall  be  limited  to  coverage  of  pollution  li- 
ability risks  and  this  title  does  not  authorize 
a  risk  retention  group  or  purchasing  group 
to  provide  coverage  of  any  other  line  of  in- 
surance. 

"SEC.  403.  RISK  RETESTIOS  GROCPS. 

"(a)  Exemption.— Except  as  provided  in 
this  section,  a  risk  retention  group  shall  be 
exempt  from  the  following: 

"ID  A  State  law,  rule,  or  order  which 
makes  unlawful,  or  regulates,  directly  or  in- 
directly, the  operation  of  a  risk  retention 
group. 

"(2)  A  State  law,  rule,  or  order  which  re- 
quires or  permits  a  risk  retention  group  to 
participate  in  any  insurance  insolvency 
guaranty  association  to  which  an  insurer  li- 
censed in  the  State  is  required  to  belong. 

"(3)  A  State  law.  rule,  or  order  which  re- 
quires any  insurance  policy  issued  to  a  risk 
retention  group  or  any  member  of  the  group 
to  be  countersigned  by  an  insurance  agent 
or  broker  residing  in  the  State. 

"(4)  A  State  law,  rule,  or  order  which  oth- 
erwise discriminates  against  a  risk  reten- 
tion group  or  any  of  its  members. 

"(b)  Exceptions.— 

"(1)  State  laws  generally  applicable.— 
Nothing  in  subsection  (a)  shall  be  construed 
to  affect  the  applicability  of  State  laws  gen- 
erally applicable  to  persons  or  corporations. 
The  State  in  which  a  risk  retention  group  is 
chartered  may  regulate  the  formation  and 
operation  of  the  group. 

"(2)  State  regulations  not  subject  to  ex- 
EMPTioN.— Subsection  (a)  shall  not  apply  to 
any  Slate  law  which  requires  a  risk  reten- 
tion group  to  do  any  of  the  following: 

"(A)  Comply  with  the  unfair  claim  settle- 
ment practices  law  of  the  State. 

"(B)  Pay,  on  a  nondiscriminatory  basis, 
applicable  premium  and  other  taxes  which 
are  levied  on  admitted  insurers  and  surplus 
line  insurers,  brokers,  or  policyholders  under 
the  laws  of  the  State. 

"(C)  Participate,  on  a  nondiscriminatory 
basis,  in  any  mechanism  established  or  au- 
thorized under  the  law  of  the  State  for  the 
equitable  apportionment  among  insurers  of 
pollution  liability  insurance  losses  and  ex- 
penses incurred  on  policies  written  through 
such  mechanism. 

"(D)  Submit  to  the  appropriate  authority 
reports  and  other  information  required  of  li- 


censed insurers  under  the  laws  of  a  State  re- 
lating solely  to  pollution  liability  insurance 
losses  and  expenses. 

"(E)  Register  with  and  designate  the  State 
insurance  commissioner  as  its  agent  solely 
for  the  purpose  of  receiving  service  of  legal 
documents  or  process. 

"(F)  Furnish,  upon  request,  such  commis- 
sioner a  copy  of  any  financial  report  sub-  ' 
mitted  by  the  risk  retention  group  to  the 
commissioner  of  the  chartering  or  licensing 
jurisdiction. 

"(G)  Submit  to  an  examination  by  the 
State  insurance  commissioner  in  any  State 
in  which  the  group  is  doing  business  to  de- 
termine the  group's  financial  condition,  if— 

"(i)  the  commissioner  has  reason  to  be- 
lieve the  risk  retention  group  is  in  a  finan- 
cially impaired  condition:  and 

"(ii)  the  commissioner  of  the  jurisdiction 
in  which  the  group  is  chartered  has  not 
begun  or  has  refused  to  initiate  an  examina- 
tion of  the  group. 

"(H)  Comply  with  a  lawful  order  issued  in 
a  delinquency  proceeding  commenced  by  the 
State  insurance  commissioner  if  the  com- 
missioner of  the  jurisdiction  in  which  the 
group  is  chartered  has  failed  to  initiate  such 
a  proceeding  after  notice  of  a  finding  of  fi- 
nancial impairment  under  subparagraph 
(G). 

"(c)  Application  of  Exemptions.— TTie  ex- 
emptions specified  in  subsection  (a)  apply 
to- 

"(1)  pollution  liability  insurance  coverage 
provided  by  a  risk  retention  group  for— 

"(A)  such  group:  or 

"(B)  any  person  who  is  a  memtter  of  such 
group: 

"(2)  the  sale  of  pollution  liability  insur- 
ance coverage  for  a  risk  retention  group: 
and 

"(3)  the  provision  of  insurance  related 
services  or  management  services  for  a  risk 
retention  group  or  any  member  of  such  a 
group. 

"(d)  Agents  or  Brokers.— A  State  may  re- 
quire that  a  person  acting,  or  offering  to  act, 
as  an  agent  or  broker  for  a  risk  retention 
group  obtain  a  license  from  that  State, 
except  that  a  State  may  not  impose  any 
qualification  or  requirement  which  dis- 
criminates against  a  nonresident  agent  or 
broker. 

"SEC.  404.  PCRCHASI.SC  GROl'PS. 

'(a)  Exemption.— Except  as  provided  in 
this  section,  a  purchasing  group  is  exempt 
from  the  following: 

"(1)  A  State  law,  rule,  or  order  which  pro- 
hibits the  establishment  of  a  purchasing 
group. 

"(2)  A  State  law,  rule,  or  order  which 
makes  it  unlawful  for  an  insurer  to  provide 
or  offer  to  provide  insurance  on  a  basis  pro- 
I'iding.  to  a  purchasing  group  or  its  member, 
advantages,  based  on  their  loss  and  expense 
experience,  not  afforded  to  other  persons 
with  respect  to  rates,  policy  forms,  cover- 
ages, or  other  matters. 

"(3)  A  State  law,  rule,  or  order  which  pro- 
hibits a  purchasing  group  or  its  members 
from  purchasing  insurance  on  the  group 
basis  described  in  paragraph  (2)  of  this  sub- 
section. 

"(4)  A  State  law,  rule,  or  order  which  pro- 
hibits a  purchasing  group  from  obtaining 
insurance  on  a  group  basis  because  the 
group  has  not  been  in  existence  for  a  mini- 
mum period  of  time  or  because  any  member 
has  not  belonged  to  the  group  for  a  mini- 
mum period  of  time. 

"(5)  A  State  law,  rule,  or  order  which  re- 
quires that  a  purchasing  group  must  have  a 
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minimuTT.  numher  of  members,  common 
ownership  or  a/filiation,  or  a  certain  legal 
form. 

"16)  A  State  law,  ride,  or  order  which  re- 
quires that  a  certain  percentage  of  a  pur- 
chasing group  must  obtain  insurance  on  a 
group  basis. 

"(7/  A  State  law,  rule,  or  order  which  re- 
quires that  any  insurance  policy  issued  to  a 
purchasing  group  or  any  members  of  the 
group  be  countersigned  by  an  insurance 
agent  or  broker  residing  in  that  Stale. 

"lit  A  State  law.  rule,  or  order  which  oth- 
erwise discriminate  against  a  purchasing 
group  or  any  of  its  members. 

"(bJ  Appucation  of  Exemptions.— The  ex- 
emptions specified  in  subsection  (a)  apply 
to  the  following: 

"ID  Pollution  liability  insurance,  and 
comprehensive  general  liability  insurance 
which  includes  this  coverage,  provided  to— 

"(A)  a  purchasing  group:  or 

"(B)  any  person  who  is  a  member  of  a  pur- 
chasing group. 

"12)  The  sale  of  any  one  of  the  following  to 
a  purchasing  group  or  a  member  of  the 
group: 

"lAI  Pollution  liability  insurance  and 
comprehensive  general  liability  coverage. 

"(B)  Insurance  related  services. 

"(C)  Management  services. 

"(c)  Agents  or  Brokers.— A  State  may  re- 
quire that  a  person  acting,  or  offering  to  act. 
as  an  agent  or  broker  for  a  purchasing 
group  obtain  a  license  from  that  State, 
except  that  a  State  may  not  impose  any 
qualification  or  requirement  which  dis- 
criminates against  a  nonresident  agent  or 
broker. 

-SEC.  4K.  APPUCABIUTY  OF  SECIRITIES  LA  WS. 

"(a)  Ownership  //vTE«£irs.— 77ie  ownership 
interests  of  members  of  a  risk  retention 
group  shall  be  considered  to  be— 

"(1)  exempted  securities  for  purposes  of 
section  5  of  the  Securities  Act  of  1933  and 
for  purposes  of  section  12  of  the  Securities 
Exchange  Act  of  1934:  and 

"(2)  securities  for  purposes  of  the  provi- 
sions of  section  17  of  the  Securities  Act  of 
1933  and  the  provisions  of  section  10  of  the 
Securities  Exchange  Act  of  1934. 

"(b)  Investment  Company  Act.— A  risk  re- 
tention group  shall  not  be  corisidered  to  be 
an  investment  company  for  purposes  of  the 
Investment  Company  Act  of  1940  (IS  U.S.C. 
SOa-1  et  seq.  I. 

"(c)  Blue  Sky  Law —The  ownership  inter- 
ests of  members  in  a  risk  retention  group 
shall  not  be  considered  securities  for  pur- 
poses of  any  State  blue  sky  law. ". 

SEC.  ill.  DEPART.WE.\T  OF  DEFE.SSE  E.\riRO.yME.\- 
TAL  RESrORATlO.S  PRtHiRAM. 

(a)  In  General— (1)  Title  10.  United  States 
Code,  is  amended— 

(A)  by  redesignating  section  2701  as  sec- 
tion 2721:  and 

(Bi  by  inserting  after  chapter  159  the  fol- 
lowing new  chapter: 

"CHAPTER  160-ENVIRONMENTAL 
RESTORATION 

"Sec. 

"2701.  Environmental  restoration  program. 

"2702.  Research,  development,  and  demon- 
stration program. 

"2703.   Environmental   restoration   transfer 
account. 

"2704.    Commonly  found    unregulated   haz- 
ardous substances. 

"270S.  Notice  of  environmental  restoration 
activities. 

"2706.  Annual  report  to  Congress. 

"2707.  Definitions. 


"§2701.  Environmental  restoration  program 

"(a)  Environmental  Restoration  Pro- 
gram.- 

"(1)  In  GENERAL.-The  Secretary  of  Defense 
shall  carry  out  a  program  of  environmental 
restoration  at  facilities  under  the  jurisdic- 
tion of  the  Secretary.  The  program  shall  be 
known  as  the  'Defense  Environmental  Res- 
toration Program'. 

"(2)  Application  or  section  120  of 
CERCLA.— Activities  of  the  program  described 
in  subsection  lb)(l)  shall  be  carried  out  sub- 
ject to,  and  in  a  manner  consistent  with, 
section  120  (relatinj  to  Federal  facilities)  of 
the  Comprehensii  e  Environmental  Re- 
sponse. Compensation,  and  Liability  Act  of 
1980  (hereinafter  in  this  chapter  referred  to 
as  CERCLA  )  (42  U.S.C.  9601  et  seq.l. 

"(3)  Consultation  v.'/th  EPA.—The  program 
shall  be  carried  out  in  consultation  with  the 
Administrator  of  the  Environmental  Protec- 
tion Agency. 

"(4)  Administrative  office  within  osd.— 
The  Secretary  shall  identify  an  office  within 
the  Office  of  the  Secretary  which  shall  have 
responsibility  for  carrying  out  the  program. 

"(b)  Program  Goals.— Goals  of  the  pro- 
gram shall  include  the  following: 

"(1)  The  identification,  investigation,  re- 
search and  development,  and  cleanup  of 
contamination  from  hazardous  substances, 
pollutants,  and  contaminants. 

"(2/  Correction  of  other  environmental 
damage  (such  as  detection  and  disposal  of 
unexploded  ordnance)  which  creates  an  im- 
minent and  substantial  endangerment  to 
the  public  health  or  welfare  or  to  the  eni'i- 
ronment. 

"(3)  Demolition  and  removal  of  unsafe 
buildings  and  structures,  including  build- 
ings and  structures  of  the  Department  of  De- 
fense at  sites  formerly  used  by  or  under  the 
jurisdiction  of  the  Secretary. 

"(c)  Responsibility  for  Response  Ac- 
tions.— 

"(1)  Basic  responsibility.— TTie  Secretary 
shall  carry  out  (in  accordance  with  the  pro- 
visions of  this  chapter  and  CERCLA)  all  re- 
sponse actions  with  respect  to  releases  of 
hazardous  substances  from  each  of  the  fol- 
lowing: 

"(A)  Each  facility  or  site  owned  by,  leased 
to,  or  otherwise  possessed  by  the  United 
States  and  under  the  jurisdiction  of  the  Sec- 
retary. 

"(B)  Each  facility  or  site  which  was  under 
the  jurisdiction  of  the  Secretary  and  owned 
by.  leased  to.  or  otherwise  possessed  by  the 
United  States  at  the  time  of  actions  leadwg 
to  contamination  by  hazardous  substances. 

"(Ci  Each  i^essel  owned  or  operated  by  the 
Department  of  Defense. 

"(2)  Other  responsible  parties. —Para- 
graph 11)  shall  not  apply  to  a  removal  or  re- 
medial action  if  the  Administrator  has  pro- 
vided for  response  action  by  a  potentially  re- 
sponsible person  in  accordance  with  section 
122  of  CERCLA  'relating  to  settlements). 

"(3)  State  fees  and  charges.— The  Secre- 
tary shall  pay  fees  and  charges  imposed  by 
State  authorities  for  permit  services  for  the 
disposal  of  hazardous  substances  on  lands 
which  arc  under  the  jurisdiction  of  the  Sec- 
retary to  the  same  extent  that  nongovern- 
mental entities  are  required  to  pay  fees  and 
charges  imposed  by  State  authorities  for 
permit  services.  The  preceding  sentence 
shall  not  apply  with  respect  to  a  payment 
that  is  the  responsibility  of  a  lessee,  contrac- 
tor, or  other  private  person. 

"(d)  Services  of  Other  Agencies.— The 
Secretary  may  enter  into  agreements  on  a 
reimbursable  basis  with  any  other  Federal 
agency,  and  on  a  reimbursable  or  other  basis 


with  any  State  or  local  government  agency, 
to  obtain  the  services  of  that  agency  to 
assist  the  Secretary  in  carrying  out  any  of 
the  Secretary's  responsibilities  under  this 
section.  Services  which  may  be  obtained 
under  this  subsection  include  the  identifica- 
tion, investigation,  and  cleanup  of  any  off- 
site  contamination  possibly  resulting  from 
the  release  of  a  hazardous  substance  or 
waste  at  a  facility  under  the  Secretary's  ju- 
risdiction. 

"(el  Response  Action  Contractors.— The 
provisions  of  section  119  of  CERCLA  apply 
to  response  action  contractors  (as  defined  in 
thai  section)  who  carry  out  response  actions 
under  this  section. 

"§2702.  Rexearch,  development,  and  demonstration 
program 

"(a)  Program.— As  part  of  the  Defense  En- 
vironmental Restoration  Program,  the  Sec- 
retary of  Defense  shall  carry  out  a  program 
of  research,  development,  and  demonstra- 
tion with  respect  to  hazardous  wastes.  The 
program  shall  be  carried  out  in  consultation 
and  cooperation  with  the  Administrator  and 
the  advisory  council  established  under  sec- 
tion 311(a)(5)  of  CERCLA.  The  program 
shall  include  research,  development,  and 
demonstration  with  respect  to  each  of  the 
following: 

"(1)  Means  of  reducing  the  quantities  of 
hazardous  waste  generated  by  activities  and 
facilities  under  the  jurisdiction  of  the  Secre- 
tary. 

"(2)  Methods  of  treatment,  disposal,  and 
management  (including  recycling  and  de- 
toxifying) of  hazardous  waste  of  the  types 
and  quantities  generated  by  current  and 
former  activities  of  the  Secretary  and  facili- 
ties currently  and  formerly  under  the  juris- 
diction of  the  Secretary. 

"(3)  Identifying  more  cost-effective  tech- 
nologies for  cleanup  of  hazardous  sub- 
stances. 

"(4)  Toxicological  data  collection  and 
methodology  on  risk  of  exposure  to  hazard- 
ous waste  generated  by  the  Department  of 
Defense. 

"(5)  The  testing,  evaluation,  and  field 
demonstration  of  any  innovative  technolo- 
gy, processes,  equipment,  or  related  training 
devices  which  may  contribute  to  establish- 
ment of  new  methods  to  control,  contain, 
and  treat  hazardous  substances,  to  be  car- 
ried out  in  consultation  and  cooperation 
with,  and  to  the  extent  possible  in  the  same 
manner  and  standards  as.  testing,  ei'alua- 
tion.  and  field  demonstration  carried  out  by 
the  Administrator,  acting  through  the  office 
of  technology  demonstration  of  the  Environ- 
mental Protection  Agency. 

"(b)  Special  Permit.— The  Administrator 
may  use  the  authorities  of  section  3005(g)  of 
the  Solid  Waste  Disposal  Act  (42  U.S.C. 
6925(g))  to  issue  a  permit  for  testing  and 
evaluation  which  receives  support  under 
this  section. 

"lo  Contracts  and  Grants.— The  Secre- 
tary may  enter  into  contracts  and  coopera- 
tive agreements  with,  and  make  grants  to. 
universities,  public  and  private  profit  and 
nonprofit  entities,  and  other  persons  to 
carry  out  the  research,  development,  and 
demonstration  authorized  under  this  sec- 
tion. Such  contracts  may  be  entered  into 
only  to  the  extent  that  appropriated  funds 
are  available  for  that  purpose. 

"(d)  Information  Collection  and  Dissemi- 
nation.— 

"(1)  In  GENERAL.-The  Secretary  shall  de- 
velop, collect,  evaluate,  and  disseminate  in- 
formation related  to  the  use  (or  potential 
use)  of  the  treatment,  disposal,  and  manage- 
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ment technologies  that  are  researched,  devel- 
oped, and  demonstrated  under  this  section. 

"(2)  Role  of  EPA.—The  functions  of  the 
Secretary  under  paragraph  (If  shall  be  car- 
ried out  in  cooperation  and  consultation 
with  the  Administrator.  To  the  extent  appro- 
priate and  agreed  upon  by  the  Administra- 
tor and  the  Secretary,  the  Administrator 
shall  evaluate  and  disseminate  such  infor- 
mation through  the  office  of  technology 
demonstration  of  the  Environmental  Protec- 
tion Agency. 

"§2703.    Environmental   rettoration    transfer  ac- 
count 

"(a)  Establishment  of  Transfer  Ac- 
count.— 

"(II  Establishment.— There  is  hereby  es- 
tablished in  the  Department  of  Defense  an 
account  to  be  known  as  the  'Defense  Envi- 
ronmental Restoration  Account'  (herein- 
after in  this  section  referred  to  as  the  'trans- 
fer account').  All  sums  appropriated  to  carry 
out  the  functions  of  the  Secretary  of  Defense 
relating  to  environmental  restoration  ur.der 
this  chapter  or  any  other  provision  of  law 
shall  be  appropriated  to  the  transfer  ac- 
count. 

"(2/  Requirement  of  authorization  of  ap- 
propriations.—No  funds  may  6c  appropri- 
ated to  the  transfer  account  unless  such 
sums  have  been  specifically  authorized  by 
law. 

"(3)  Availability  of  funds  in  transfer  ac- 
count.—Amounts  appropriated  to  the  trans- 
fer account  shall  remain  available  until 
transferred  under  subsection  (b). 

"(bl  Authority  To  Transfer  to  Other 
DOD  Accounts.— Amounts  in  the  transfer 
account  shall  be  available  to  be  transferred 
by  the  Secretary  to  any  appropriation  ac- 
count or  fund  of  the  Department  for  obliga- 
tion from  that  account  or  fund.  Funds  so 
transferred  shall  be  merged  with  and  avail- 
able for  the  same  purposes  and  for  the  same 
period  as  the  account  or  fund  to  which 
transferred. 

"(c)  Obligation  of  Transferred 
Amounts.— Funds  transferred  under  subsec- 
tion (b)  may  only  be  obligated  or  expended 
from  the  account  or  fund  to  which  trans- 
ferred in  order  to  carry  out  the  functions  of 
the  Secretary  under  this  chapter  or  environ- 
mental restoration  functions  under  any 
other  provision  of  law. 

"(d)  Budget  Reports.— In  proposing  the 
Budget  for  any  fiscal  year  pursuant  to  sec- 
tion 1105  of  title  31.  the  President  shall  set 
forth  separately  the  amount  requested  for 
environmental  restoration  programs  of  the 
Department  of  Defense  under  this  chapter  or 
any  other  Act. 

"(e)  Amounts  Recovered  Under 
CERCLA.— Amounts  recovered  under  section 
107  of  CERCLA  for  response  actions  of  the 
Secretary  shall  be  credited  to  the  transfer  ac- 
count. 
"§2704.   Commonly  found  unregulated  hazardous 

substances 

"(a)  Notice  to  HHS.— 

"(1)  In  general.— TTie  Secretary  of  Defense 
shall  notify  the  Secretary  of  Health  and 
Human  Services  of  the  hazardous  sub- 
stances which  the  Secretary  of  Defense  deter- 
mines to  be  the  most  commonly  found  un- 
regulated hazardous  substances  at  facilities 
under  the  Secretary's  jurisdiction.  The  noti- 
fication shall  be  of  not  less  than  the  25  most 
widely  used  such  substances. 

"(2)  Definition.— In  this  subsection,  the 
term  'unregulated  hazardous  substance' 
means  a  hazardous  substance— 

"(A)  for  which  no  standard  requirement, 
criteria,  or  limitation  is  in  effect  under  the 


Toxic  Substances  Control  Act,  the  Safe 
Drinking  Water  Act,  the  Clean  Air  Act.  or 
the  Clean  Water  Act;  and 

"(B)  for  which  no  water  quality  criteria 
are  in  effect  under  any  provision  of  the 
Clean  Water  Act. 

"(b)  ToxicoLOGicAL  Profiles.— The  Secre- 
tary of  Health  and  Human  Services  shall 
take  such  steps  as  necessary  to  ensure  the 
timely  preparation  of  toiicological  profiles 
of  each  of  the  substances  of  which  the  Secre- 
tary is  notified  under  subsection  (a).  The 
profiles  of  such  substances  shall  include 
each  of  the  following: 

"(1)  The  examination,  summary,  and  in- 
terpretation of  available  toxicological  infor- 
mation and  epidemiologic  evaluations  on  a 
hazardous  substance  in  order  to  ascertain 
the  levels  of  significant  human  exposure  for 
the  substance  and  the  associated  acute,  su- 
bacute, and  chronic  health  effects. 

"(2)  A  determination  of  whether  adequate 
information  on  the  health  effects  of  each 
substance  is  available  or  in  the  process  of 
development  to  determine  levels  of  exposure 
which  present  a  significant  risk  to  human 
health  of  acute,  subacute,  and  chronic 
health  effects. 

"(3)  Where  appropriate,  toxicological  test- 
ing directed  toward  determining  the  maxi- 
mum exposure  level  of  a  hazardous  sub- 
stance that  is  safe  for  humans. 

"(c)  DOD  Support.— The  Secretary  of  De- 
fense shall  transfer  to  the  Secretary  of 
Health  and  Human  Services  such  toxicologi- 
cal data,  such  sums  from  amounts  appropri- 
ated to  the  Department  of  Defense,  and  such 
personnel  of  the  Department  of  Defense  as 
may  be  necessary  (1)  for  the  preparation  of 
toxicological  profiles  under  subsection  (b)  or 
(2)  for  other  health  related  activities  under 
section  104(i)  of  CERCLA.  The  Secretary  of 
Defense  and  the  Secretary  of  Health  and 
Human  Services  shall  enter  into  a  memo- 
randum of  understanding  regarding  the 
manner  in  which  this  section  shall  be  car- 
ried out,  including  the  manner  for  transfer- 
ring funds  and  personnel  and  for  coordina- 
tion of  activities  under  this  section. 

"(d)  EPA  Health  Advisories.- 

"(1)  Preparation.— At  the  request  of  the 
Secretary  of  Defense,  the  Administrator 
shall,  in  a  timely  manner,  prepare  health 
advisories  on  hazardous  substances.  Such 
an  advisory  shall  be  prepared  on  each  haz- 
ardous substance— 

"(A)  for  which  no  advisory  exists; 

"(B)  which  is  found  to  threaten  drinking 
water;  and 

"(C)  which  is  emanating  from  a  facility 
under  the  jurisdiction  of  the  Secretary. 

"(2)  Content  of  health  advisories.— Such 
health  advisories  shall  provide  specific 
advice  on  the  levels  of  contaminants  in 
drinking  water  at  which  adverse  health  ef- 
fects would  not  be  anticipated  and  which  in- 
clude a  margin  of  safety  so  as  to  protect  the 
most  sensitive  members  of  the  population  at 
risk.  The  advisories  shall  provide  data  on 
one-day,  10-day,  and  longer-term  exposure 
periods  where  available  toxicological  data 
exist. 

"(3)  DOD  suprv)RT  for  health  advisor- 
ies.—The  Secretary  of  Defense  shall  transfer 
to  the  Administrator  such  toxicological 
data,  such  sums  from  amounts  appropriated 
to  the  Department  of  Defense,  and  such  per- 
sonnel of  the  Department  of  Defense  as  may 
be  necessary  for  the  preparation  of  such 
health  advisories.  The  Secre'ary  and  the  Ad- 
ministrator shall  enter  into  a  memorandum 
of  understanding  regarding  the  manner  in 
which  this  subsection  shall  be  carried  out, 
including  the  manner  for  transferring  funds 


and  personnel  and  for  coordination  of  ac- 
tivities under  this  subsection. 

"(e)  Cross  Reference.— Section  104(i)  of 
CERCLA  applies  to  facilities  under  the  ju- 
risdiction of  the  Secretary  of  Defense  in  the 
manner  prescribed  in  that  section. 

"(f)  Functions  of  HHS  To  Be  Carried  Out 
Through  ATSDR.—The  functions  of  the  Sec- 
retary of  Health  and  Human  Services  under 
this  section  shall  be  carried  out  through  the 
Administrator  of  the  Agency  of  Toxic  Sub- 
stances and  Disease  Registry  of  the  Depart- 
ment of  Health  and  Human  Services  estab- 
lished under  section  104(i)  of  CERCLA. 

"§270S.  y'oliee  of  environmental  restoration  activi- 
ties 

"(a)  Expedited  Notice— The  Secretary  of 
Defense  shall  take  such  actions  as  necessary 
to  ensure  that  the  regional  offices  of  the  En- 
vironmental Protection  Agency  and  appro- 
priate State  and  local  authorities  for  the 
State  in  which  a  facility  under  the  Secre- 
tary's jurisdiction  is  located  receive  prompt 
notice  of  each  of  the  following: 

"(1)  The  discovery  of  releases  or  threat- 
ened releases  of  hazardous  substances  at  the 
facility. 

"(2)  The  extent  of  the  threat  to  public 
health  and  the  environment  which  may  be 
associated  with  any  such  release  or  threat- 
ened release. 

"(31  Proposals  made  by  the  Secretary  to 
carry  out  response  actions  with  respect  to 
any  such  release  or  threatened  release. 

"(4)  The  initiation  of  any  response  action 
with  respect  to  such  release  or  threatened  re- 
lease and  the  commencement  of  each  dis- 
tinct phase  of  such  activities. 

"(bl  Comment  by  EPA  and  State  and  Local 
Authorities.— 

"(II  Release  notices.— The  Secretary  shall 
ensure  that  the  Administrator  of  the  Envi- 
ronmental Protection  Agency  and  appropri- 
ate State  and  local  officials  have  an  ade- 
quate opportunity  to  comment  on  notices 
under  paragraphs  U)  and  (2)  of  subsection 
(al. 

"(21  Proposals  for  response  actions.— The 
Secretary  shall  require  that  an  adequate  op- 
portunity for  timely  review  and  comment  be 
afforded  to  the  Administrator  and  to  appro- 
priate State  and  local  officials  after  making 
a  proposal  referred  to  in  subsection  (ai(3l 
and  before  undertaking  an  activity  or 
action  referred  to  in  subsection  (a)(4).  The 
preceding  sentence  does  not  apply  if  the 
action  is  an  emergency  removal  taken  be- 
cause of  imminent  and  substantial  endan- 
germent  to  human  health  or  the  environ- 
ment and  consultation  would  be  impracti- 
cal 

"(c)  Technical  Review  Committee.— When- 
ever possible  and  practical  the  Secretary 
shall  establish  a  technical  review  committee 
to  review  and  comment  on  Department  of 
Defense  actions  and  proposed  actions  with 
respect  to  releases  or  threatened  releases  of 
hazardous  substances  at  installations.  Mem- 
bers of  any  such  committee  shall  include  at 
least  one  representative  of  the  Secretary,  the 
Administrator,  and  appropriate  State  and 
local  authorities  and  shall  include  a  public 
representative  of  the  community  involved 

"§270S.  .Annual  report  to  Congress 

"(ai  Report  on  Progress  in  Implementa- 
tion.—The  Secretary  of  Defense  shall  submit 
to  Congress  a  report  each  fiscal  year  describ- 
ing the  progress  made  by  the  Secretary 
during  the  preceding  fiscal  year  in  imple- 
menting the  requirements  of  this  chapter. 

"(bl  Matters  To  Be  Included.— Each  such 
report  shall  include  the  following: 
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"<1>  A  Statement  for  each  installation 
under  the  jurisdiction  of  the  Secretary  of  the 
number  of  individual  facilities  at  which  a 
haiardous  substance  has  been  identified. 

"121  The  status  of  response  actions  con- 
templated or  undertaken  at  each  such  facili- 
ty. 

"tSJ  The  specific  cost  estimates  and  budg- 
etary proposals  involving  response  actions 
contemplated  or  undertaken  at  each  such  fa- 
cility. 

"14 J  A  report  on  progress  on  conducting  re- 
sjmnse  actions  at  facilities  other  than  facili- 
ties on  the  National  Priorities  List. 
"§2797.  DerinitioHs 

"In  this  chapter: 

"ID  The  terms  'environment',  'facility', 
"hazardous  substance',  'person',  release',  're- 
moval', 'response',  'disposal',  and  "hazardous 
waste'  have  the  meanings  given  those  terms 
in  section  101  of  CERCLA  142  V.S.C.  9601). 

"121  The  term  'Administrator'  means  the 
Administrator  of  the  Environmental  Protec- 
tion Agency. ". 

(21  The  tables  of  chapters  at  the  beginning 
of  subtitle  A,  and  at  the  beginning  of  part  IV 
of  subtitle  A.  of  such  title  are  each  amended 
by  inserting  after  the  item  relating  to  chap- 
ter 159  the  following  new  item: 
"160.  Environmental  Restoration 2701". 

(3)  The  table  of  sections  at  the  beginning 
of  chapter  161  of  such  title  is  amended  to  re- 
flect the  redesignation  made  by  paragraph 
(IHA). 

lb)  Military  Construction  Projects.— 11/ 
Chapter  169  of  title  10.  United  States  Code, 
is  amended  by  inserting  at  the  end  of  sub- 
chapter I  the  following  new  section: 
"§2HI0.    Vorutruction   projects   for  environmental 

rttponte  actions 

"lai  Subject  to  subsection  lb),  the  Secre- 
tary of  Defense  may  carry  out  a  military 
construction  project  not  otherwise  author- 
ized try  law  lor  may  authorize  the  Secretary 
of  a  military  department  to  carry  out  such  a 
project)  if  the  Secretary  of  Defense  deter- 
mines that  the  project  is  necessary  to  carry 
out  a  response  action  under  chapter  160  of 
this  title  or  under  the  Comprehensive  Envi- 
ronmental Response.  Compensation,  and  Li- 
ability Act  of  1980  (42  V.S.C.  9601  et  seg.). 

"lb)ll)  When  a  decision  is  made  to  carry 
out  a  military  construction  project  under 
this  section,  the  Secretary  of  Defense  shall 
submit  a  report  in  writing  to  the  appropri- 
ate committees  of  Congress  on  that  decision. 
Each  such  report  shall  include— 

"(A)  the  justification  for  the  project  and 
the  current  estimate  of  the  cost  of  the 
project;  and 

"(B)  the  justification  for  carrying  out  the 
project  under  this  section. 

"(2)  The  project  may  then  be  carried  out 
only  after  the  end  of  the  21-day  period  begin- 
ning on  the  date  the  notification  is  received 
by  such  committees. 

"(c)  In  this  section,  the  term  'response 
action'  has  the  meaning  given  that  term  in 
section  101  of  the  Comprehensive  Environ- 
mental Response.  Compensation,  and  Li- 
ability Act  of  1980  (42  U.S.C.  9601).  ". 

(2)  The  table  of  sections  at  the  beginning 
of  subchapter  I  of  such  chapter  is  amended 
by  adding  at  the  end  thereof  the  following 
new  item: 

"2810.  Construction  projects  for  environ- 
mental response  actions. ". 
(c)  Effective  Date.— Section  2703(a)(2)  of 
title  10.  United  States  Code,  as  added  by  sub- 
section (a),  shall  apply  with  respect  to  funds 
appropriated  for  fiscal  years  beginning  after 
September  30.  1986. 


SEC.  211.  REPORT  ASD  OVERSIGHT  REQIIRE.HEWK 

Section  301  of  CERCLA  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subsection: 

"(h)  Report  and  Oversight  Require- 
ments.— 

"(1)  Annual  report  by  EPA.—On  January  1 
of  each  year  the  Administrator  of  the  Envi- 
ronmental Protection  Agency  shall  submit 
an  annual  report  to  Congress  of  such  Agency 
on  the  progress  achieved  in  implementing 
this  Act  during  the  preceding  fiscal  year.  In 
addition  such  report  shall  specifically  in- 
clude each  of  the  following: 

"(A)  A  detailed  description  of  each  feasi- 
bility study  carried  out  at  a  facility  under 
title  I  of  this  Act. 

"(B)  The  status  and  estimated  date  of 
completion  of  each  such  study. 

"(C)  Notice  of  each  such  study  which  will 
not  meet  a  previously  published  schedule  for 
completion  and  the  new  estimated  date  for 
completion. 

"ID)  An  eiyaluation  of  newly  developed  fea- 
sible and  achievable  permanent  treatment 
technologies. 

"IE)  Progress  made  in  reducing  the 
number  of  facilities  subject  to  review  under 
section  121ic). 

"IF)  A  report  on  the  status  of  all  remedial 
and  enforcement  actions  undertaken  during 
the  prior  fiscal  year,  including  a  compari- 
son to  remedial  and  enforcement  actions 
undertaken  in  prior  fiscal  years. 

"IG)  An  estimate  of  the  amount  of  re- 
sources, including  the  numt>er  of  work  years 
or  personnel,  which  would  be  necessary  for 
each  department,  agency,  or  instrumentality 
which  is  carrying  out  any  activities  of  this 
Act  to  complete  the  implementation  of  all 
duties  vested  in  the  department,  agency,  or 
instrumentality  under  this  Act. 

"12)  Review  by  inspector  GENERAL.-Con- 
sistent  with  the  authorities  of  the  Inspector 
General  Act  of  1978  the  Inspector  General  of 
the  Environmental  Protection  Agency  shall 
review  any  report  submitted  under  para- 
graph 11)  related  to  EPA 's  activities  for  rea- 
sonableness and  accuracy  and  submit  to 
Congress,  as  a  part  of  such  report  a  report 
on  the  results  of  such  review. 

"13)  Congressional  oversight.— After  re- 
ceiving the  reports  under  paragraphs  U) 
and  12)  of  this  subsection  in  any  calendar 
year,  the  appropriate  authorizing  commit- 
tees of  Congress  shall  conduct  oversight 
hearings  to  ensure  that  this  Act  is  being  im- 
plemented according  to  the  purposes  of  this 
Act  and  congressional  intent  in  enacting 
this  Act. ". 

SEC.  213.  LOVE  CASAL  PROPERTY  ACQVISITIOS. 

la)  Congressional  Findings.— 

11)  The  area  known  as  Love  Canal  located 
in  the  city  of  Niagara  Falls  and  the  town  of 
Wheatfield.  New  York,  was  the  first  toxic 
waste  site  to  receive  national  attention.  As  a 
result  of  that  attention  Congress  investigat- 
ed the  problems  associated  with  toxic  waste 
sites  and  enacted  CERCLA  to  deal  with 
these  problems. 

12)  Because  Love  Canal  came  to  the  Na- 
tion's attention  prior  to  the  passage  of 
CERCLA  and  because  the  fund  under 
CERCLA  was  not  available  to  compensate 
for  all  of  the  hardships  endured  by  the  citi- 
zens in  the  area.  Congress  has  determined 
that  special  provisions  are  required.  These 
provisions  do  not  affect  the  lawfulness,  im- 
plementation or  selection  of  any  other  re- 
sponse actions  at  Love  Canal  or  at  any 
other  facilities. 

lb)  Amendment  of  Superfund.— Title  III  of 
CERCLA  is  amended  by  adding  the  follow- 
ing new  section  at  the  end  thereof: 


SEC.  312.  LOVE  CA.SAL  PROPERTY  ACQIISITIOS. 

"la)  Acquisition  of  Property  in  Emergen- 
cy Declaration  Area.— The  Administrator  of 
the  Environmental  Protection  Agency  there- 
inafter referred  to  as  the  'Administrator') 
may  make  grants  not  to  exceed  $2,500,000  to 
the  State  of  New  York  lor  to  any  duly  consti- 
tuted public  agency  or  authority  thereof)  for 
purposes  of  acquisition  of  private  property 
in  the  Love  Canal  Emergency  Declaration 
Area.  Such  acquisition  shall  include  Ibut 
shall  not  be  limited  to)  all  private  property 
within  the  Emergency  Declaration  Area,  in- 
cluding non-owner  occupied  residential 
properties,  commercial,  industrial,  public, 
religious,  non-profit,  and  vacant  properties. 

"(b)  Procedures  for  Acquisition.— No 
property  shall  be  acquired  pursuant  to  this 
section  unless  the  property  owner  voluntari- 
ly agrees  to  such  acquisition.  Compensation 
for  any  property  acquired  pursuant  to  this 
section  shall  be  based  upon  the  fair  market 
value  of  the  property  as  it  existed  prior  to 
the  emergency  declaration.  "Valuation  proce- 
dures for  property  acquired  with  funds  pro- 
vided under  this  section  shall  be  in  accord- 
ance with  those  set  forth  in  the  agreement 
entered  into  between  the  New  York  State 
Disaster  Preparedness  Commission  and  the 
Love  Canal  Revitalisation  Agency  on  Octo- 
ber 9.  1980. 

"(c)  State  Ownership.— The  Administrator 
shall  not  provide  any  funds  under  this  sec- 
tion for  the  acquisition  of  any  properties 
pursuant  to  this  section  unless  a  public 
agency  or  authority  of  the  State  of  New  York 
first  enters  into  a  cooperative  agreement 
with  the  Administrator  providing  assur- 
ances deemed  adequate  by  the  Administrator 
that  the  State  or  an  agency  created  under 
the  laws  of  the  State  shall  take  title  to  the 
properties  to  be  so  acquired. 

"(d)  Maintenance  of  Property.— The  Ad- 
ministrator shall  enter  into  a  cooperative 
agreement  with  an  appropriate  public 
agency  or  authority  of  the  State  of  New  York 
under  which  the  Administrator  shall  main- 
tain or  arrange  for  the  maintenance  of  all 
properties  within  the  Emergency  Declara- 
tion Area  that  have  been  acquired  by  any 
public  agency  or  authority  of  the  State. 
Ninety  (90)  percent  of  the  costs  of  such 
maintenance  shall  be  paid  by  the  Adminis- 
trator. The  remaining  portion  of  such  costs 
shall  be  paid  by  the  State  (unless  a  credit  is 
available  under  section  104(c)).  The  Admin- 
istrator is  authorized,  in  his  discretion,  to 
provide  technical  assistance  to  any  public 
agency  or  authority  of  the  State  of  New  York 
in  order  to  implement  the  recommendations 
of  the  habitability  and  land-use  study  in 
order  to  put  the  land  within  the  Emergency 
Declaration  Area  to  its  best  use. 

"(el  Habitability  and  Land  Use  Study.— 
The  Administrator  shall  conduct  or  cause  to 
be  conducted  a  habitability  and  land-use 
study.  The  study  shall— 

"(1)  assesi  the  risks  associated  with  inhab- 
iting of  the  Love  Canal  Emergency  Declara- 
tion A  rea: 

"(2)  compare  the  level  of  hazardous  waste 
contamination  in  that  Area  to  that  present 
in  other  comparable  communities:  and 

"(3>  assess  the  potential  uses  of  the  land 
within  the  Emergency  Declaration  Area,  in- 
cluding but  not  limited  to  residential,  indus- 
trial, commercial  and  recreational,  and  the 
risks  associated  with  such  potential  uses. 

The  Administrator  shall  publish  the  findings 
of  such  study  and  shall  work  with  the  State 
of  New  York  to  develop  recommendations 
based  upon  the  results  of  such  study. 
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"If)  FVNDtNG.—For  purposes  of  section  111 
and  221(c)  of  this  Act,  the  expenditures  au- 
thorized by  this  section  shall  be  treated  as  a 
cost  specified  in  section  111(c). 

"(g)  Response.— TTie  provisions  of  this  sec- 
tion shall  not  affect  the  implerrientation  of 
other  response  actions  within  the  Emergen- 
cy Declaration  Area  that  the  Administrator 
has  determined  (before  enactment  of  this 
section)  to  be  necessary  to  protect  the  public 
health  or  welfare  or  the  environment. 

"(h)  DEFiNmoNs.-For  purposes  of  this  sec- 
tion: 

"(1)  Emergency  declaration  area.— The 
terms  'Emergency  Declaration  Area'  and 
'Love  Canal  Emergency  Declaration  Area' 
mean  the  Emergency  Declaration  Area  as 
defined  in  section  950,  paragraph  (2)  of  the 
General  Municipal  Law  of  the  State  of  New 
York,  Chapter  259,  Laws  of  1980,  as  in  effect 
on  the  date  of  the  enactment  of  this  section. 

"(2)  Private  property.— As  used  in  subsec- 
tion (a),  the  term  'private  property'  m£ans 
all  property  which  is  not  owned  by  a  depart- 
ment, agency,  or  instrumentality  of— 

"(A)  the  United  States,  or 

"(B)  the  State  of  New  York  (or  any  public 
agency  or  authority  thereof). ". 

TITLE  III-EMERGENCY  PLANNING  AND 

COMMUNITY  RIGHT-TO-KNOW 
SEC.  JM  SHORT  TITLE;  TABLE  OFCO.VTE\TS. 

(a)  Short  Title.— This  title  may  be  cited 
as  the  "Emergency  Planning  and  Communi- 
ty Right-To-Know  Act  of  1986". 

(b)  Table  of  Contents.— The  table  of  con- 
tents of  this  title  is  as  follows: 

Sec.  300.  Short  title;  table  of  contents. 
Subtitle  A— Emergency  Planning  and 
Notification 

Sec.  301.  Establishment  of  State  commis- 
sions, planning  districts,  and 
local  committees. 

Sec.  302.  Substances  and  facilities  covered 
and  notification. 

Sec.  303.  Comprehensive  emergency  response 
plans. 

Sec.  304.  Emergency  notification. 

Sec.  305.  Emergency  training  and  review  of 

emergency  systems. 

Subtitle  B— Reporting  Requirements 

Sec.  311.  Material  safety  data  sheets. 
Sec.  312.  Emergency  and  hazardous  chemi- 
cal inventory  forms. 
Sec.  313.  Toxic  chemical  release  forms. 

Subtitle  C— General  Provisions 

Sec.  321.  Relationship  to  other  law. 

Sec.  322.  Trade  secrets. 

Sec.  323.  Provision  of  information  to  health 
professionals,  doctors,  and 
nurses. 

Sec.  324.  Public  availability  of  plans,  data 
sheets,  forms,  and  followup  no- 
tices. 

Sec.  325.  Enforcement. 

Sec.  326.  Civil  Actions. 

Sec.  327.  Exemption. 

Sec.  328.  Regulations. 

Sec.  329.  Definitions. 

Sec.  330.  Authorization  of  appropriations. 
Subtitle  A— Emergency  Planning  and 
Notification 

SEC.  301.  ESTABLISHMEST  OF  STATE  COMMISSIO.S'S. 
PLASMNG  DISTRICTS.  A\D  LOCAL  COM- 
MITTEES. 

(a)  Establishment  of  State  Emergency 
Response  Commissions.— Not  later  than  six 
months  after  the  date  of  the  enactment  of 
this  title,  the  Governor  of  each  State  shall 
appoint  a  State  emergency  response  com- 
mission. The  Governor  may  designate  as  the 


State  emergency  response  commission  one 
or  more  existing  emergency  response  organi- 
zations that  are  State-sponsored  or  appoint- 
ed. The  Governor  shall,  to  the  extent  practi- 
cable, appoint  persons  to  the  State  emergen- 
cy response  commission  who  have  technical 
expertise  in  the  emergency  response  field. 
The  State  emergency  response  commission 
shall  appoint  local  emergency  planning 
committees  under  subsection  (c)  and  shall 
supervise  and  coordinate  the  activities  of 
such  committees.  The  State  emergency  re- 
sponse commission  shall  establish  proce- 
dures for  receiving  and  processing  requests 
from  the  public  for  injormation  under  sec- 
tion 324,  including  tier  II  information 
under  section  312.  Such  procedures  shall  in- 
clude the  designation  of  an  official  to  serve 
as  coordinator  for  information.  If  the  Gov- 
ernor of  any  State  does  not  designate  a  State 
emergency  response  commission  within  such 
period,  the  Governor  shall  operate  as  the 
State  emergency  response  commission  until 
the  Governor  makes  such  designation. 

(b)  Establishment  of  Emergency  Planning 
Districts.— Not  later  than  nine  months  after 
the  date  of  the  enactment  of  this  title,  the 
State  emergency  response  commission  shall 
designate  emergency  planning  districts  in 
order  to  facilitate  preparation  and  imple- 
mentation of  emergency  plans.  Where  appro- 
priate, the  State  emergency  response  com- 
mission may  designate  existing  political 
subdivisions  or  multijurisdictional  plan- 
ning organizations  as  such  districts.  In 
emergency  planning  areas  that  involve  more 
than  one  State,  the  State  emergency  re- 
sponse commissions  of  all  potentially  affect- 
ed States  may  designate  emergency  plan- 
ning districts  and  local  emergency  planning 
committees  by  agreement.  In  making  such 
designation,  the  State  emergency  response 
commission  shall  indicate  which  facilities 
subject  to  the  requirements  of  this  subtitle 
are  within  such  emergency  planning  dis- 
trict. 

(c)  Establishment  of  Local  Emergency 
Planning  Committees.— Not  later  than  30 
days  after  designation  of  emergency  plan- 
ning districts  or  10  months  after  the  date  of 
the  enactment  of  this  title,  whichever  is  ear- 
lier, the  State  emergency  response  commis- 
sion shall  appoint  members  of  a  local  emer- 
gency planning  committee  for  each  emergen- 
cy planning  district  Each  committee  shall 
include,  at  a  minimum  representatives 
from  each  of  the  following  groups  or  organi- 
zations: elected  State  and  local  officials:  law 
enjorcement,  civil  defense,  firefighting,  first 
aid,  health,  local  environmental,  hospital, 
and  transportation  personnel;  broadcast 
and  print  media;  community  groups;  and 
owners  and  operators  of  facilities  subject  to 
the  requirements  of  this  subtitle.  Such  com- 
mittee shall  appoint  a  chairperson  and  shall 
establish  rules  by  which  the  committee  shall 
function.  Such  rules  shall  include  provisions 
for  public  notification  of  committee  activi- 
ties, public  meetings  to  discuss  the  emergen- 
cy plan,  public  comments,  response  to  such 
comrrunts  by  the  committee,  and  distribu- 
tion of  the  emergency  plan.  The  local  emer- 
gency planning  committee  shall  establish 
procedures  for  receiving  and  processing  re- 
quests from  the  public  for  information 
under  section  324,  including  tier  II  informa- 
tion under  section  312.  Such  procedures 
shall  include  the  designation  of  an  official 
to  serve  as  coordinator  for  information. 

(d)  Revisions.— A  State  emergency  re- 
sponse commission  may  revise  its  designa- 
tions and  appointments  under  subsections 
(bl  and  (c)  as  it  deems  appropriate.  Interest- 
ed persons  may  petition  the  State  emergency 


response  commission  to  modify  the  member- 
.ship  of  a  local  emergency  planning  commit- 
tee. 

SEC.   392.   SCBSTA.XCES  ASD  FACILITIES  COVERED 
ASD  SOTIFICATION. 

(a)  Substances  Covered.— 

(1)  In  general.— a  substance  is  subject  to 
the  requirements  of  this  subtitle  if  the  sub- 
stance is  on  the  list  published  under  para- 
graph (21. 

(21  List  of  extremely  hazardous  sub- 
stances.—Within  30  days  after  the  date  of 
the  enactment  of  this  title,  the  Administra- 
tor shall  publish  a  list  of  extremely  hazard- 
ous substances.  The  list  shall  be  the  same  as 
the  list  of  substances  published  in  November 
1985  by  the  Administrator  in  Appendix  A  of 
the  "Chemical  Emergency  Preparedness  Pro- 
gram Interim  Guidance". 

(3)  Thresholds.— (Al  At  the  time  the  list 
referred  to  in  paragraph  (2)  is  published  the 
Administrator  shall— 

(i)  publish  an  interim  final  regulation  es- 
tablishing a  threshold  planning  quantity  for 
each  substance  on  the  list,  taking  into  ac- 
count the  criteria  described  in  paragraph 
(4),  and 

(ii)  initiate  a  rulemaking  in  order  to  pub- 
lish final  regulations  establishing  a  thresh- 
old planning  quantity  for  each  substance  on 
the  list 

(B)  The  threshold  planning  quantities 
may,  at  the  Administrator's  discretion,  be 
based  on  classes  of  chemicals  or  categories 
of  facilities. 

(C)  If  the  Administrator  fails  to  publish 
an  interim  final  regulation  establishing  a 
threshold  planning  quantity  for  a  substance 
within  30  days  after  the  date  of  the  enact- 
ment of  this  title,  the  threshold  planning 
quantity  for  the  substance  shall  be  2  pounds 
until  such  time  as  the  Administrator  pub- 
lishes regulations  establishing  a  threshold 
for  the  substance. 

(4)  Revisions.— The  Administrator  may 
revise  the  list  and  thresholds  under  para- 
graphs (2)  and  (3)  from  time  to  time.  Any  re- 
visions to  the  list  shall  take  into  account  the 
toxicity,  reactivity,  volatility,  dispersability, 
combustability,  or  flammability  of  a  sub- 
stance. For  purposes  of  the  preceding  sen- 
tence, the  term  "toxicity"  shall  include  any 
short-  or  long-term  health  effect  which  may 
result  from  a  short-term  exposure  to  the  sub- 
stance. 

(b)  Facilities  Covered.— il)  Except  as  pro- 
vided in  section  304,  a  facility  is  subject  to 
the  requirements  of  this  subtitle  if  a  sub- 
stance on  the  list  referred  to  in  subsection 
(a)  is  present  at  the  facility  in  an  amount  in 
excess  of  the  threshold  planning  quantity  es- 
tablished for  such  substance. 

(2)  For  purposes  of  emergency  planning,  a 
Governor  or  a  State  emergency  response 
commission  may  designate  additional  fa- 
cilities which  shall  be  subject  to  the  require- 
ments of  this  subtitle,  if  such  designation  is 
made  after  public  notice  and  opportunity 
for  comment.  The  Governor  or  State  emer- 
gency response  commission  shall  notify  the 
facility  concerned  of  any  facility  designa- 
tion under  this  paragraph. 

(c)  Emergency  Planning  Notification.— 
Not  later  than  seven  months  after  the  date 
of  the  enactment  of  this  title,  the  owner  or 
operator  of  each  facility  subject  to  the  re- 
quirements of  this  subtitle  by  reason  of  sub- 
section (b)(1)  shall  notify  the  State  emergen- 
cy response  commission  for  the  State  in 
which  such  facility  is  located  that  such  fa- 
cility is  subject  to  the  requirements  of  this 
subtitle.  Thereafter,  if  a  substance  on  the  list 
of  extremely  hazardous  substances  referred 
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to  in  subsection  (a/  first  becomes  present  at 
such  facility  in  excess  of  the  threshold  plan- 
ning quantity  established  for  such  sub- 
stance, or  if  there  is  a  revision  of  such  list 
and  the  facility  has  present  a  substance  on 
the  revised  list  in  excess  of  the  threshold 
planning  quantity  established  for  such  sub- 
stance, the  owner  or  operator  of  the  facility 
shall  notify  the  State  emergency  response 
com.mission  and  the  local  emergency  plan- 
ning committee  within  60  days  after  such 
acquisition  or  revision  that  such  facility  is 
subject  to  the  requirements  of  this  subtitle. 

id)  Notification  of  Administrator.  — The 
State  emergency  response  commission  shall 
notify  the  Administrator  of  facilities  subject 
to  the  requirements  of  this  subtitle  by  notify- 
ing the  Administrator  of— 

lU  each  notification  received  from  a  facil- 
ity under  subsection  Id,  and 

12)  each  facility  designated  by  the  Gover- 
nor or  State  emergency  response  commis- 
sion under  subsection  (bUZI. 
SEC.  3$3.  COMPREHESSIVE  EMERUESIY  RESHISSE 
PLANS. 

lai  Plan  Required.— Each  local  emergency 
planning  committee  shall  complete  prepara- 
tion of  an  emergency  plan  m  accordance 
with  this  section  not  later  than  two  years 
after  the  date  of  the  enactment  of  this  title. 
The  committee  shall  review  such  plan  once  a 
year,  or  more  frequently  as  changed  circum- 
stances in  the  community  or  at  any  facility 
may  require. 

lb)  Resources.— Each  local  emergency 
planning  committee  shall  evaluate  the  need 
for  resources  necessary  to  develop,  imple- 
ment, and  exercise  the  emergency  plan,  and 
shall  make  recommendations  with  respect  to 
additional  resources  that  may  be  required 
and  the  means  for  providing  such  addition- 
al resources. 

ic)  Plan  PRovisicNs.—Each  emergency 
plan  shall  include  (but  is  not  limited  to) 
each  of  the  following: 

ID  Identification  of  facilities  subject  to 
the  requirements  of  this  subtitle  that  are 
within  the  emergency  planning  districL 
identification  of  routes  likely  to  be  used  for 
the  transportation  of  substances  on  the  list 
of  extremely  hazardous  substances  referred 
to  in  section  302la>.  and  identification  of 
additional  facilities  contributing  or  subject- 
ed to  additional  risk  due  to  their  proximity 
to  facilities  subject  to  the  requirements  of 
this  subtitle,  such  as  hospitals  or  natural 
gas  facilities. 

12)  Methods  and  procedures  to  be  followed 
by  facility  owners  and  operators  and  local 
emergency  and  medical  personnel  to  re- 
spond to  any  release  of  such  substances. 

13)  Designation  of  a  community  emergen- 
cy coordinator  and  facility  emergency  coor- 
dinators, who  shall  make  determinations 
necessary  to  implement  the  plan. 

14)  Procedures  providing  reliable,  effec- 
tive, and  timely  notification  by  the  facility 
emergency  coordinators  and  the  community 
emergency  coordinator  to  persons  designat- 
ed in  the  emergency  plan,  and  to  the  public, 
that  a  release  has  occurred  Iconsistent  with 
the  emergency  notification  requirements  of 
section  304). 

15)  Methods  for  determining  the  occur- 
rence of  a  release,  and  the  area  or  popula- 
tion likely  to  be  affected  by  such  release. 

16)  A  description  of  emergency  equipment 
and  facilities  in  the  community  and  at  each 
facility  in  the  community  subject  to  the  re- 
quirements of  this  subtitle,  and  an  identifi- 
cation of  the  persons  responsible  for  such 
equipment  and  facilities. 

11)  Evacuation  plans,  including  provi- 
sions for  a  precautionary  evacuation  and 
alternative  traffic  routes. 


18)  Training  programs,  including  sched- 
ules for  training  of  local  emergency  response 
and  medical  personnel. 

19)  Methods  and  schedules  for  exercising 
the  emergency  plan. 

Id)  Providing  of  Information.— For  each 
facility  subject  to  the  requirements  of  this 
subtitle: 

ID  Within  30  days  after  establishment  of  a 
local  emergency  planning  committee  for  the 
emergency  planning  district  in  which  such 
facility  is  located,  or  within  11  months  after 
the  date  of  the  enactment  of  this  title, 
whichever  is  earlier,  the  owner  or  operator 
of  the  facility  shall  notify  the  emergency 
planning  committee  lor  the  Governor  if 
there  is  no  committee)  of  a  facility  repre- 
sentative who  will  participate  in  the  emer- 
gency planning  process  as  a  facility  emer- 
gency coordinator. 

12)  The  owner  or  operator  of  the  facility 
shall  promptly  inform  the  emergency  plan- 
ning committee  of  any  relevant  changes  oc- 
curring at  such  facility  as  such  changes 
occur  or  are  expected  to  occur. 

13)  Upon  request  from  the  emergency  plan- 
ning committee,  the  owner  or  operator  of  the 
facility  shall  promptly  provide  information 
to  such  committee  necessary  for  developing 
and  implementing  the  emergency  plan. 

le)  Review  by  the  State  Emergency  Re- 
sponse Commission.— After  completion  of  an 
emergency  plan  under  subsection  la)  for  an 
emergency  planning  district,  the  local  emer- 
gency planning  committee  shall  submit  a 
copy  of  the  plan  to  the  State  emergency  re- 
sponse commission  of  each  State  in  which 
such  district  is  located.  The  commission 
shall  review  the  plan  and  make  recommen- 
dations to  the  committee  on  revisions  of  the 
plan  that  may  be  necessary  to  ensure  coordi- 
nation of  such  plan  with  emergency  re- 
sponse plans  of  other  emergency  planning 
districts.  To  the  maximum  extent  practica- 
ble, such  review  shall  not  delay  implementa- 
tion of  such  plan. 

If)  Guidance  Documents.— The  national  re- 
sponse team,  as  established  pursuant  to  the 
National  Contingency  Plan  as  established 
under  section  105  of  the  Comprehensive  En- 
vironmental Response.  Compensation,  and 
Liability  Act  of  1980  142  U.S.C.  9601  et  seq.). 
shall  publish  guidance  documents  for  prepa- 
ration and  implementation  of  emergency 
plans.  Such  documents  shall  be  published 
not  later  than  five  months  after  the  date  of 
the  enactment  of  this  title. 

Ig)  Review  of  Plans  by  Regional  Response 
Teams.— The  regional  response  teams,  as  es- 
tablished pursuant  to  the  National  Contin- 
gency Plan  as  established  under  section  105 
of  the  Comprehensive  Environmental  Re- 
sponse. Compensation,  and  Liability  Act  of 
1980  142  U.S.C.  9601  et  seq.).  may  review  and 
comment  upon  an  emergency  plan  or  other 
issues  related  to  preparation,  implementa- 
tion, or  exercise  of  such  a  plan  upon  request 
of  a  local  emergency  planning  committee. 
Such  review  shall  not  delay  implementation 
of  the  plan. 

SEC.  JOI.  EMERGESCY SOTIFICATIOS. 

la)  Types  of  Releases.— 

ID      302ia)      SUBSTANCE      WHICH      REQUIRES 

CERCLA  NOTICE.— If  a  release  of  an  extremely 
hazardous  substance  referred  to  in  section 
3021a)  occurs  from  a  facility  at  which  a  haz- 
ardous chemical  is  produced,  used,  or  stored, 
and  such  release  requires  a  notification 
under  section  103ia)  of  the  Comprehensive 
Environmental  Response,  Compensation, 
and  Liability  Act  of  1980  thereafter  in  this 
section  referred  to  as  "CERCLA")  142  U.S.C. 
9601  et  seq.),  the  owner  or  operator  of  the  fa- 
cility shall  immediately  provide  notice  as 
described  in  subsection  lb). 


12)  Other  3021a)  substance.— If  a  release 
of  an  extremely  hazardous  substance  re- 
ferred to  in  section  3021a)  occurs  from  a  fa- 
cility at  which  a  hazardous  chemical  is  pro- 
duced, used,  or  stored,  and  such  release  is 
not  subject  to  the  notification  requirements 
under  section  103la)  of  CERCLA,  the  owner 
or  operator  of  the  facility  shall  immediately 
provide  notice  as  described  in  subsection 
lb),  but  only  if  the  release— 

lA)  is  not  a  federally  permitted  release  as 
defined  in  section  lOlllO)  of  CERCLA, 

IB)  is  in  an  amount  in  excess  of  a  quanti- 
ty which  the  Administrator  has  determined 
iby  regulation)  requires  notice,  and 

IC)  occurs  in  a  manner  which  would  re- 
quire notification  under  section  1031a)  of 
CERCLA. 

Unless  and  until  superseded  by  regulations 
establishing  a  quantity  for  an  extremely 
hazardous  substance  described  in  this  para- 
graph, a  quantity  of  1  pound  shall  be 
deemed  that  quantity  the  release  of  which 
requires  notice  as  described  in  subsection 
lb). 

13)  NoN-302la)  substance  which  requires 
CERCLA  notice.— If  o  release  of  a  substance 
which  is  not  on  the  list  referred  to  in  section 
3021a)  occurs  at  a  facility  at  which  a  haz- 
ardous chemical  is  produced,  used,  or  stored, 
and  such  release  requires  notification  under 
section  103ia)  of  CERCLA.  the  owner  or  op- 
erator shall  provide  notice  as  follows: 

lA)  If  the  substance  is  one  for  which  a  re- 
portable quantity  has  been  established 
under  section  1021a)  of  CERCLA,  the  owner 
or  operator  shall  provide  notice  as  described 
in  subsection  lb). 

IB)  If  the  substmce  is  one  for  which  a  re- 
portable quantity  has  not  been  established 
under  section  1021a)  of  CERLCA— 

li)  Until  April  30,  1988,  the  owner  or  oper- 
ator shall  provide,  for  releases  of  one  pound 
or  more  of  the  substance,  the  same  notice  to 
the  community  emergency  coordinator  for 
the  local  emergency  planning  committee,  at 
the  same  lime  and  in  the  same  form,  as 
notice  is  provided  to  the  National  Response 
Center  under  section  1031a)  of  CERCLA. 

Hi)  On  and  after  April  30,  1988,  the  owner 
or  operator  shall  provide,  for  releases  of  one 
pound  or  more  of  the  substance,  the  notice 
as  described  in  subsection  lb). 

14)  Exempted  releases.— This  section  does 
not  apply  to  any  release  which  results  in  ex- 
posure to  persons  solely  within  the  site  or 
sites  on  which  a  facility  is  located. 

lb)  Notification.— 

11)  Recipients  of  notice.— Notice  required 
under  subsection  la)  shall  be  given  immedi- 
ately after  the  release  by  the  owner  or  opera- 
tor of  a  facility  Iby  such  means  as  telephone, 
radio,  or  in  person)  to  the  community  emer- 
gency coordinator  for  the  local  emergency 
planning  committees,  if  establisfied  pursu- 
ant to  section  3011c),  for  any  area  likely  to 
be  affected  by  the  release  and  to  the  State 
emergency  planning  commission  of  any 
State  likely  to  be  affected  by  the  release. 
With  respect  to  transportation  of  a  sub- 
stance subject  to  the  requirements  of  this 
section,  or  storage  incident  to  such  trans- 
portation, the  notice  requirements  of  this 
section  with  respect  to  a  release  shall  be  sat- 
isfied by  dialing  911  or,  in  the  absence  of  a 
911  emergency  telephone  number,  calling  the 
operator. 

12)  Contents.— Notice  required  under  sub- 
section la)  shall  include  each  of  the  follow- 
ing Ito  the  extent  known  at  the  time  of  the 
notice  and  so  long  as  no  delay  in  responding 
to  the  emergency  results): 

lA)  The  chemical  name  or  identity  of  any 
substance  involved  in  the  release. 
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<BI  An  indication  of  whether  the  sub- 
stance is  on  the  list  referred  to  in  section 
302(a). 

(C)  An  estimate  of  the  quantity  of  any 
such  substance  that  was  released  into  the 
environment. 

(D)  The  time  and  duration  of  the  release. 

(E)  The  medium  or  media  into  which  the 
release  occurred. 

(F)  Any  known  or  anticipated  acute  or 
chronic  health  risks  associated  with  the 
emergency  and,  where  appropriate,  advice 
regarding  medical  attention  necessary  for 
exposed  individuals. 

(G)  Proper  precautions  to  take  as  a  result 
of  the  release,  including  evacuation  (unless 
such  information  is  readily  available  to  the 
community  emergency  coordinator  pursu- 
ant to  the  emergency  plan). 

(H)  The  name  and  telephone  number  of 
the  person  or  persons  to  6c  contacted  for  fur- 
ther information. 

(c)  FoLLOwup  Emergency  Notice.— As  soon 
as  practicable  after  a  release  which  requires 
notice  under  subsection  (a),  such  ovmer  or 
operator  shall  provide  a  written  followup 
emergency  notice  (or  notices,  as  more  infor- 
mation becomes  available)  setting  forth  and 
updating  the  information  required  under 
subsection  (b),  and  including  additional  in- 
formation with  respect  to— 

(1)  actions  taken  to  respond  to  and  con- 
tain the  release, 

(2)  any  known  or  anticipated  acute  or 
chronic  health  risks  associated  with  the  re- 
lease, and 

(3)  where  appropriate,  advice  regarding 
medical  attention  necessary  for  exposed  in- 
dividuals. 

(d)  Transportation  Exemption  Not  Appli- 
cable.—The  exemption  provided  in  section 
327  (relating  to  transportation)  does  not 
apply  to  this  section. 

SEC.   J«S.   EMERGENCY  TRAINING  AND  REVIEW  OF 
EMERGENCY  SYSTEMS. 

(a)  Emergency  Training.— 

(1)  Programs.— Officials  of  the  United 
States  Government  carrying  out  existing 
Federal  programs  for  emergency  training 
are  authorized  to  specifically  provide  train- 
ing and  education  programs  for  Federal, 
State,  and  local  personnel  in  hazard  mitiga- 
tion, emergency  preparedness,  fire  preven- 
tion and  control  disaster  response,  long- 
term  disaster  recovery,  national  security, 
technological  and  natural  hazards,  and 
emergency  processes.  Such  programs  shall 
provide  special  emphasis  for  such  training 
and  education  with  respect  to  hazardous 
chemicals. 

(2)  State  and  local  program  support.— 
There  is  authorized  to  be  appropriated  to 
the  Federal  Emergency  Management  Agency 
for  each  of  the  fiscal  years  1987,  1988,  1989, 
and  1990,  t5,000,000  for  making  grants  to 
support  programs  of  State  and  local  govern- 
ments, and  to  support  university-sponsored 
programs,  which  are  designed  to  improve 
emergency  planning,  preparedness,  mitiga- 
tion, response,  and  recovery  capabilities. 
Such  programs  shall  provide  special  empha- 
sis with  respect  to  emergencies  associated 
voith  hazardous  chemicals.  Such  grants  may 
not  exceed  80  percent  of  the  cost  of  any  such 
program.  The  remaining  20  percent  of  such 
costs  shall  be  funded  from  non-Federal 
sources. 

(3)  Other  programs.— Nothing  in  this  sec- 
tion shall  affect  the  availability  of  appro- 
priations to  the  Federal  Emergency  Manage- 
ment Agency  for  any  programs  carried  out 
by  such  agency  other  than  the  programs  re- 
ferred to  in  paragraph  (2). 

(b)  Review  of  Emergency  Systems.— 


(1)  Review.— The  Administrator  shall  ini- 
tiate, not  later  than  30  days  after  the  date  of 
the  enactment  of  this  title,  a  review  of  emer- 
gency systems  for  monitoring,  detecting, 
and  preventing  releases  of  extremely  hazard- 
ous substances  at  representative  domestic 
facilities  that  produce,  use,  or  store  extreme- 
ly hazardous  substances.  The  Administrator 
may  select  representative  extremely  hazard- 
ous substances  from  the  substances  on  the 
list  referred  to  in  section  302(a)  for  the  pur- 
poses of  this  review.  The  Administrator  shall 
report  interim  findings  to  the  Congress  not 
later  than  seven  months  after  such  date  of 
enactment  and  iisue  a  final  report  of  find- 
ings and  recommendations  to  the  Congress 
not  later  than  18  months  after  such  date  of 
enactment  Such  report  shall  be  prepared  in 
consultation  with  the  States  and  appropri- 
ate Federal  agencies. 

(2)  Report.— The  report  required  by  this 
subsection  shall  include  the  Administrator's 
findings  regarding  each  of  the  following: 

(A)  The  status  of  current  technological  ca- 
pabilities to  (i)  monitor,  detect,  and  pre- 
vent in  a  timely  manner,  significant  re- 
leases of  extremely  hazardous  substances, 
(ii)  determine  the  magnitude  and  direction 
of  the  hazard  posed  by  each  release,  (Hi) 
identify  specific  substances,  (iv)  provide 
data  on  the  specific  chemical  composition 
of  such  releases,  and  (v)  determine  the  rela- 
tive concentrations  of  the  constituent  sub- 
stances. 

(B)  The  status  of  public  emergency  alert 
devices  or  systems  for  providing  timely  and 
effective  public  warning  of  an  accidental  re- 
lease of  extremely  hazardous  substances  into 
the  environment  including  releases  into  the 
atmosphere,  surface  water,  or  groundwater 
from  facilities  that  produce,  store,  or  use 
significant  quantities  of  such  extremely  haz- 
ardous substances. 

(C)  The  technical  and  economic  feasibility 
of  establishing,  maintaining,  and  operating 
perimeter  alert  systems  for  detecting  releases 
of  such  extremely  hazardous  substances  into 
the  atmosphere,  surface  water,  or  ground- 
water, at  facilities  that  manufacture,  use,  or 
store  significant  quantities  of  such  sub- 
stances. 

(3)  Recommendations.— The  report  re- 
quired by  this  subsection  shall  also  include 
the  Administrator's  recommendations  for— 

(A)  initiatives  to  support  the  development 
of  new  or  improved  technologies  or  systems 
that  would  facilitate  the  timely  monitoring, 
detection,  and  prevention  of  releases  of  ex- 
tremely hazardous  substances,  and 

(B)  improving  devices  or  systems  for  effec- 
tively alerting  the  public  in  a  timely 
manner,  in  the  event  of  an  accidental  re- 
lease of  such  extremely  hazardous  sub- 
stances. 

Subtitle  B— Reporting  Requirements 

SEC.  111.  MATERIAL  SAFETY  DATA  SHEETS 

(a)  Basic  Requirement.— 

(1)  Submission  of  msds  or  list.— The 
owner  or  operator  of  any  facility  which  is 
required  to  prepare  or  have  available  a  ma- 
terial safety  data  sheet  for  a  hazardous 
chemical  under  the  Occupational  Safety  and 
Health  Act  of  1970  and  regulations  promul- 
gated under  that  Act  (15  U.S.C.  651  et  seq.) 
shall  submit  a  material  safety  data  sheet  for 
each  such  chemical,  or  a  list  of  such  chemi- 
cals as  described  in  paragraph  (2),  to  each  of 
the  following: 

(A)  The  appropriate  local  emergency  plan- 
ning committee. 

(B)  The  State  emergency  response  commis- 
sion. 

(C)  The  fire  department  with  jurisdiction 
over  the  facility. 


(2)  Contents  of  list.— (A)  The  list  of 
chemicals  referred  to  in  paragraph  (1)  shall 
include  each  of  the  following: 

(i)  A  list  of  the  hazardous  chemicals  for 
which  a  material  safety  data  sheet  is  re- 
quired under  the  Occupational  Safety  and 
Health  Act  of  1970  and  regulations  promul- 
gated under  that  Act,  grouped  in  categories 
of  health  and  physical  hazards  as  set  forth 
under  such  Act  and  regulations  promulgated 
under  such  Act,  or  in  such  other  categories 
as  the  Administrator  may  prescribe  under 
subparagraph  (B). 

(ii)  The  chemical  name  or  the  common 
name  of  each  such  chemical  as~prot^ided  on 
the  material  safety  data  sheet 

(Hi)  Any  hazardous  component  of  each 
such  chemical  as  provided  on  the  material 
safety  data  sheet 

IB)  For  purposes  of  the  list  under  this 
paragraph,  the  Administrator  may  modify 
the  categories  of  health  and  physical  haz- 
ards as  set  forth  under  the  Occupational 
Safety  and  Health  Act  of  1970  and  regula- 
tions promulgated  under  that  Act  by  requir- 
ing injormation  to  t>e  reported  in  terms  of 
groups  of  hazardous  chemicals  which 
present  similar  hazards  in  an  emergency. 

(3)  Treatment  of  mixtures.— An  owner  or 
operator  may  meet  the  requirements  of  this 
section  with  respect  to  a  hazardous  chemi- 
cal which  is  a  mixture  by  doing  one  of  the 
following: 

(A)  Submitting  a  material  safety  data 
sheet  for,  or  identifying  on  a  list  each  ele- 
ment or  compound  in  the  mixture  which  is  a 
hazardous  chemical.  If  more  than  one  mix- 
ture has  the  same  element  or  compound, 
only  one  material  safety  data  sheet  or  one 
listing,  of  the  element  or  compound  is  neces- 
sary. 

IB)  Submitting  a  material  safety  data 
sheet  for,  or  identifying  on  a  list  the  mix- 
ture itself. 

(b>  Thresholds.— The  Administrator  may 
establish  threshold  quantities  for  hazardous 
chemicals  below  which  no  facility  shall  be 
subject  to  the  provisions  of  this  section.  The 
threshold  quantities , may,  in  the  Administra- 
tor's discretion,  be  based  on  classes  of 
chemicals  or  categories  of  facilities. 

(c)  Availability  of  MSDS  on  Request.— 

(1)  To  LOCAL  EMERGENCY  PLANNING  COMMIT- 
TEE.—If  an  owner  or  operator  of  a  facility 
submits  a  list  of  chemicals  under  subsection 
(a)(1).  the  owner  or  operator,  upon  request 
by  the  local  emergency  planning  committee, 
shall  submit  the  material  safety  data  sheet 
for  any  chemical  on  the  list  to  such  commit- 
tee. 

(2)  To  PUBLIC— A  local  emergency  plan- 
ning committee,  upon  request  by  any 
person,  shall  make  available  a  material 
safety  data  sheet  to  the  person  in  accord- 
ance with  section  324.  If  the  local  emergency 
planning  committee  does  not  have  the  re- 
quested material  safety  data  sheet  the  com- 
mittee shall  request  the  sheet  from  the  facili- 
ty owner  or  operator  and  then  make  the 
sheet  available  to  the  person  in  accordance 
with  section  324. 

(d)  Initial  Submission  and  Vpdating.—(  1 ) 
The  initial  material  safety  data  sheet  or  list 
required  under  this  section  with  respect  to  a 
hazardous  chemical  shall  be  provided  before 
the  later  of— 

(A)  12  months  after  the  date  of  the  enact- 
ment of  this  title,  or 

(B)  3  months  after  the  owner  or  operator 
of  a  facility  is  required  to  prepare  or  have 
available  a  material  safety  data  sheet  for  the 
chemical  under  the  Occupational  Safety  and 
Health  Act  of  1970  and  regulations  promul- 
gated under  that  Act 
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12)  Within  3  months  following  discovery 
by  an  owner  or  operator  of  significant  new 
information  concerning  an  aspect  of  a  haz- 
ardoxis  chemical  for  which  a  material  safety 
data  sheet  was  previously  submitted  to  the 
local  emergency  planning  committee  under 
subsection  (a),  a  revised  sheet  shqjf  be  pro- 
vided to  such  person. 

(e)  Hazardous  Chemical  Defined.— For 
purposes  of  this  section,  the  term  "hazard- 
ous chemical"  has  the  meaning  gii'en  such 
term  by  section  1910.12001c)  of  title  29  of  the 
Code  of  Federal  Regulations,  except  that 
such  term  does  not  include  the  following: 

(1)  Any  food,  food  additive,  color  additive, 
drug,  or  cosmetic  regulated  by  the  Food  and 
Drug  Administration. 

(2)  Any  substance  present  as  a  solid  in  any 
manufactured  item  to  the  extent  exposure  to 
the  substance  does  not  occur  under  normal 
conditions  of  use. 

13)  Any  substance  to  the  extent  it  is  used 
for  personal,  family,  or  household  purposes, 
or  is  present  in  the  same  form  and  concen- 
tration as  a  product  packaged  for  distribu- 
tion and  use  by  the  general  public. 

14)  Any  substance  to  the  extent  it  is  used 
in  a  research  laboratory  or  a  hospital  or 
other  medical  facility  under  the  direct  su- 
pervision of  a  technically  qualified  mdivid- 
uaL 

15)  Any  substance  to  the  extent  it  is  used 
in  routine  agricultural  operations  or  is  a 
fertilizer  held  for  sale  by  a  retailer  to  the  ul- 
timate customer. 

SEC.  312.  F.HERCESIY  ASD  H.AZARDOIS  IHEMICAL 
ISVESTORY  FI>R.H.S. 

(a)  Basic  Requiremest.~i1)  The  owner  or 
operator  of  any  facility  which  is  required  to 
prepare  or  have  available  a  material  safety 
data  sheet  for  a  hazardous  chemical  under 
the  Occupational  Safety  and  Health  Act  of 
1970  and  regulations  promulgated  under 
that  Act  shall  prepare  and  submit  an  emer- 
gency and  hazardous  chemical  inventory 
form  thereafter  in  this  title  referred  to  as  an 
"inventory  form")  to  each  of  the  following: 

(A)  The  appropriate  local  emergency  plan- 
ning committee. 

(B)  The  State  emergency  response  comm.is- 
sion. 

(C)  The  fire  department  with  jurisdiction 
over  the  facility. 

12)  The  inventory  form  containing  tier  I 
information  las  described  in  subsection 
ld)il))  shall  be  submitted  on  or  before  March 
1.  1988.  and  annually  thereafter  on  March  1. 
and  shall  contain  data  with  respect  to  the 
preceding  calendar  year.  The  preceding  sen- 
tence does  not  apply  if  an  owner  or  operator 
provides  by  the  same  deadline  and  with  re- 
spect to  the  same  calendar  year,  tier  II  infor- 
mation las  described  in  subsection  Id)l2>)  to 
the  recipients  described  in  paragraph  ID. 

13)  An  owner  or  operator  may  meet  the  re- 
quirements of  this  section  with  respect  to  a 
hazardous  chemical  which  is  a  mixture  by 
doing  one  of  the  following: 

lA)  Providing  information  on  the  invento- 
ry form  on  each  element  or  compound  in  the 
mixture  which  is  a  hazardous  chemical.  If 
more  than  one  mixture  has  the  same  element 
or  compound,  only  one  listing  on  the  inven- 
tory form  for  the  element  or  compound  at 
the  facility  is  necessary. 

IB)  Providing  information  on  the  invento- 
ry form  on  the  mixture  itself. 

lb)  Thresholds.— The  Administrator  may 
establish  threshold  quantities  for  hazardous 
chemicals  covered  by  this  section  below 
which  no  facility  shall  be  subject  to  the  pro- 
visions of  this  section.  The  threshold  quanti- 
ties may,  in  the  Administrator's  discretion. 
be  Imsed  on  classes  of  chemicals  or  catego- 
ries of  facilities. 


Ic)  Hazardous  Chemicals  Covered.— A 
hazardous  chemical  subject  to  the  require- 
ments of  this  section  is  any  hazardous 
chemical  for  which  a  material  safety  data 
sheet  or  a  listing  is  required  under  section 
311. 

Id)  Contests  of  Form.— 

11)  Tier  i  information.— 

lA)  Aggregate  information  by  catego- 
ry.—An  inventory  form  shall  provide  the  in- 
formation described  in  subparagraph  IB)  in 
aggregate  terms  for  hazardous  chemicals  in 
categories  of  health  and  physical  hazards  as 
set  forth  under  the  Occupational  Safety  and 
Health  Act  of  1970  and  regulations  promul- 
gated under  that  Act. 

IB)  Required  information.— The  informa- 
tion referred  to  in  subparagraph  lA)  is  the 
following: 

li)  An  estimate  lin  ranges)  of  the  maxi- 
mum amount  of  hazardous  chemicals  in 
each  category  present  at  the  facility  at  any 
time  during  the  preceding  calendar  year. 

Hi)  An  estimate  lin  ranges)  of  the  average 
daily  amount  of  hazardous  chemicals  in 
each  category  present  at  the  facility  during 
the  preceding  calendar  year. 

liii)  The  general  location  of  hazardous 
chemicals  in  each  category. 

iC)  MoDiFiCATioNS.-For  puTposes  of  re- 
porting information  under  this  paragraph, 
the  Administrator  may— 

H)  modify  the  categories  of  health  and 
physical  hazards  as  set  forth  under  the  Oc- 
cupational Safety  and  Health  Act  of  1970 
and  regulations  promulgated  under  that  Act 
by  requiring  information  to  be  reported  in 
terms  of  groups  of  hazardous  chemicals 
which  present  similar  hazards  in  an  emer- 
gency, or 

Hi)  require  reporting  on  individual  haz- 
ardous chemicals  of  special  concern  to  emer- 
gency response  personnel. 

12)  Tier  ii  information.— An  inventory 
form  shall  provide  the  following  additional 
information  for  each  hazardous  chemical 
present  at  the  facility,  but  only  upon  request 
and  in  accordance  with  subsection  le): 

lA)  The  chemical  name  or  the  common 
name  of  the  chemical  as  provided  on  the  ma- 
terial safety  data  sheet. 

IB)  An  estimate  im  ranges)  of  the  maxi- 
mum amount  of  the  hazardous  chemical 
present  at  the  facility  at  any  time  during 
the  preceding  calendar  year. 

IC)  An  estimate  Hn  ranges)  of  the  average 
daily  amount  of  the  hazardous  chemical 
present  at  the  facility  during  the  preceding 
calendar  year. 

ID)  A  brief  description  of  the  manner  of 
storage  of  the  hazardous  chemical. 

IE)  The  location  at  the  facility  of  the  haz- 
ardous chemical. 

IF)  An  indication  of  whether  the  owner 
elects  to  withhold  location  information  of  a 
specific  hazardous  chemical  from  disclosure 
to  the  public  under  section  324. 

le)  Availability  of  Tier  II  Information.— 

ID    Availability    to    state    commissions, 

LOCAL    COMMITTEES,    AND    FIRE    DEPARTMENTS.— 

Upon  request  by  a  State  emergency  planning 
commission,  a  local  emergency  planning 
committee,  or  a  fire  department  with  juris- 
diction over  the  facility,  the  owner  or  opera- 
tor of  a  facility  shall  provide  tier  II  infor- 
mation, as  described  in  subsection  Id),  to 
the  person  making  the  request.  Any  such  re- 
quest shall  be  with  respect  to  a  specific  facil- 
ity. 

12)  Availability  to  other  state  and  local 
OFFICIALS.— A  state  or  Iqcal  official  acting  in 
his  or  her  official  capacity  may  have  access 
to  tier  II  information  by  submitting  a  re- 
quest to  the  state  emergency  response  com- 


mission or  the  local  emergency  planning 
committee.  Upon  receipt  of  a  request  for  tier 
II  information,  the  State  commission  or 
local  committee  shall,  pursuant  to  para- 
graph ID.  request  the  facility  owner  or  oper- 
ator for  the  tier  II  information  and  make 
available  such  information  to  the  official. 

13)  Availability  to  public  — 

lA)  In  general.— Any  person  may  request  a 
State  emergency  response  commission  or 
local  emergency  planning  committee  for  tier 
II  information  relating  to  the  preceding  cal- 
endar year  with  respect  to  a  facility.  Any 
such  request  shall  be  in  writing  and  shall  be 
with  respect  to  a  specific  facility. 

IB)  Automatic  provision  of  information 
to  public— Any  tier  II  information  which  a 
State  emergency  response  commission  or 
local  emergency  planning  committee  has  in 
its  possession  shall  be  made  available  to  a 
person  making  a  request  under  this  para- 
graph in  accordance  with  section  324.  If  the 
State  emergency  response  commission  or 
local  emergency  planning  committee  does 
not  hai^e  the  tier  II  information  in  its  pos- 
session, upon  a  request  for  tier  II  informa- 
tion the  State  emergency  response  commis- 
sion or  local  emergency  planning  committee 
shall,  pursuant  to  paragraph  ID.  request  the 
facility  owner  or  operator  for  tier  II  infor- 
mation with  respect  to  a  hazardous  chemi- 
cal which  a  facility  has  stored  in  an  amount 
in  exce.%s  of  10.000  pounds  present  at  the  fa- 
cility at  any  time  during  the  preceding  cal- 
endar year  and  make  such  information 
available  in  accordance  with  section  324  to 
the  person  making  the  request. 

IC)  Discretionary  provision  of  informa- 
tion to  public— In  the  cose  of  tier  II  infor- 
mation which  is  not  in  the  possession  of  a 
State  emergency  response  commission  or 
local  emergency  planning  committee  and 
which  is  with  respect  to  a  hazardous  chemi- 
cal which  a  facility  has  stored  in  an  amount 
less  than  10.000  pounds  present  at  the  facili- 
ty at  any  time  during  the  preceding  calen- 
dar year,  a  request  from  a  person  must  in- 
clude the  general  need  for  the  information. 
The  State  emergency  response  commission 
or  local  emergency  planning  committee 
may.  pursuant  to  paragraph  ID.  request  the 
facility  owner  or  operator  for  the  tier  II  in- 
formation on  behalf  of  the  person  making 
the  request.  Upon  receipt  of  any  information 
requested  on  behalf  of  such  person,  the  State 
emergency  response  commission  or  local 
emergency  planning  committee  shall  make 
the  information  available  in  accordance 
with  section  324  to  the  person. 

ID)  Response  in  45  days.— A  State  emergen- 
cy response  commission  or  local  emergency 
planning  committee  shall  respond  to  a  re- 
quest for  tier  II  information  under  this 
paragraph  no  later  than  45  days  after  the 
date  of  receipt  of  the  request. 

If)  Fire  Department  AccESS.—Upon  re- 
quest to  an  owner  or  operator  of  a  facility 
which  files  an  inventory  form  under  this 
section  by  the  fire  department  with  jurisdic- 
tion over  the  facility,  the  owner  or  operator 
of  the  facility  shall  allow  the  fire  depart- 
ment to  conduct  an  on-site  inspection  of  the 
facility  and  shall  provide  to  the  fire  depart- 
ment specific  location  information  on  haz- 
ardous chemicals  at  the  facility. 

ig)  Format  of  Forms.— The  Administrator 
shall  publish  a  uniform  format  for  invento- 
ry forms  within  three  months  after  the  date 
of  the  enactment  of  this  title.  If  the  Adminis- 
trator does  not  publish  such  forms,  owners 
and  operators  of  facilities  subject  to  the  re- 
quirements of  this  section  shall  provide  the 
information  required  under  this  section  by 
letter. 
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SEC.  313.  TOXIC  CHEMICAL  RELEASE  FORMS. 

la)  Basic  Requirement.— The  owner  or  op- 
erator of  a  facility  subject  to  the  require- 
ments of  this  section  shall  complete  a  toxic 
chemical  release  form  as  published  under 
subsection  Igt  for  each  toxic  chemical  listed 
under  subsection  fcJ  that  was  manufac- 
tured, processed,  or  otherwise  used  in  quan- 
tities exceeding  the  toxic  chemical  threshold 
quantity  established  by  subsection  if)  during 
the  preceding  calendar  year  at  such  facility. 
Such  form  shall  be  submitted  to  the  Admin- 
istrator and  to  an  official  or  officials  of  the 
State  designated  by  the  Governor  on  or 
before  July  1,  1988,  and  annually  thereafter 
on  July  1  and  shall  contain  data  reflecting 
releases  during  the  preceding  calendar  year. 

fb)  Covered  Owners  and  Operators  of  Fa- 
cilities.— 

11)  In  general.— (A)  The  requirements  of 
this  section  shall  apply  to  owners  and  opera- 
tors of  facilities  that  have  10  or  more  full- 
time  employees  and  that  are  in  Standard  In- 
dustrial Classification  Codes  20  through  39 
(as  in  effect  on  July  1,  1985)  and  that  manu- 
factured, processed,  or  otherwise  used  a 
toxic  chemical  listed  under  subsection  (cl  in 
exces.i  of  the  quantity  of  that  toxic  chemical 
estab.'ished  under  subsection  If)  during  the 
calendar  year  for  which  a  release  form  is  re- 
quired under  this  section. 

IB)  The  Administrator  may  add  or  delete 
Standard  Industrial  Classification  Codes 
for  purposes  of  subparagraph  lA),  but  only 
to  the  extent  necessary  to  provide  that  each 
Standard  Industrial  Code  to  which  this  sec- 
tion applies  is  relevant  to  the  purposes  of 
this  section. 
IC)  For  purposes  of  this  section— 
HI  The  term  "manufacture"  means  to 
produce,  prepare,  import,  or  compound  a 
toxic  chemical. 

nil  The  term  "process"  means  the  prepara- 
tion of  a  toxic  chemical,  after  its  manufac- 
ture, for  distribution  in  commerce- 
ID  in  the  same  form  or  physical  state  as. 
or  in  a  different  form  or  physical  stale  from, 
that  in  which  it  was  received  by  the  person 
so  preparing  such  chemcial,  or 

III)  as  part  of  an  article  containing  the 
toxic  chemical. 

12)  Discretionary  application  to  addition- 
al FACILITIES.— TTie  Administrator,  on  his 
own  motion  or  at  the  request  of  a  Governor 
of  a  State  Iwith  regard  to  facilities  located 
in  that  State),  may  apply  the  requirements 
of  this  section  to  the  owners  and  operators 
of  any  particular  facility  that  manufac- 
tures, processes,  or  otherwise  uses  a  toxic 
chemical  listed  under  subsection  ic)  if  the 
Administrator  determines  that  such  action 
is  warranted  on  the  basis  of  toxicity  of  the 
toxic  chemical,  proximity  to  other  facilities 
that  release  the  toxic  chemical  or  to  popula- 
tion centers,  the  history  of  releases  of  such 
chemical  at  such  facility,  or  such  other  fac- 
tors as  the  Administrator  deems  appropri- 
ate. 

Id  Toxic  Chemicals  Covered.— The  toxic 
chemicals  subject  to  the  requirements  of  this 
section  are  those  chemicals  on  the  list  in 
Committee  Print  Number  99-169  of  the 
Senate  Committee  on  Environment  and 
Public  Works,  titled  "Toxic  Chemicals  Sub- 
ject to  Section  313  of  the  Emergency  Plan- 
ning and  Community  Right-To-Know  Act  of 
1986"  lincluding  any  revised  version  of  the 
list  as  may  be  made  pursuant  to  subsection 
Idl  or  le)). 

Id)  Revisions  by  Administrator.— 

11)  In  GENERAL.-The  Administrator  may 
by  rule  add  or  delete  a  chemical  from  the  list 
described  in  subsection  Ic)  at  any  time. 

12)  Additions.— A  chemical  may  be  added 
if  the  Administrator  determines,  in  his  judg- 


ment, that  there  is  sufficient  evidence  to  es- 
tablish any  one  of  the  following: 

lA)  The  chemical  is  known  to  cause  or  can 
reasonably  be  anticipated  to  cause  signifi- 
cant adverse  acute  human  health  effects  at 
concentration  levels  that  are  reasonably 
likely  to  exist  beyond  facility  site  bound- 
aries as  a  result  of  continuous,  or  frequently 
recurring,  releases. 

IB)  The  chemical  is  known  to  cause  or  can 
reasonably  be  anticipated  to  cause  in 
humans— 

li)  cancer  or  teratogenic  effects,  or 

nil  serious  or  irreversible- 
ID  reproductive  dysfunctions, 

III)  neurological  disorders, 

HID  heritable  genetic  mutations,  or 

I IV)  other  chronic  health  effects. 

IC)  The  chemical  is  known  to  cause  or  can 
reasonably  be  anticipated  to  cause,  because 
of- 

HI  its  toxicity, 

nil  its  toxicity  and  persistence  in  the  en- 
vironment, or 

mil  its  toxicity  and  tendency  to  bioaccu^ 
mulate  in  the  environment, 
a  significant  adverse  effect  on  the  environ- 
ment of  sufficient  seriousness,  in  the  judg- 
ment of  the  Administrator,  to  warrant  re- 
porting under  this  section.  The  number  of 
chemicals  included  on  the  list  described  in 
subsection  Ic)  on  the  basis  of  the  preceding 
sentence  may  constitute  in  the  aggregate  no 
more  than  25  percent  of  the  total  number  of 
chemicals  on  the  list. 

A  determination  under  this  paragraph  shall 
be  based  on  generally  accepted  scientific 
principles  or  laboratory  tests,  or  appropri- 
ately designed  and  conducted  epidemiologi- 
cal or  other  population  studies,  available  to 
the  Administrator. 

13)  Deletions.— A  chemical  may  be  deleted 
if  the  Administrator  determines  there  is  not 
sufficient  evidence  to  establish  any  of  the 
criteria  described  in  paragraph  12). 

141  Effective  date.— Any  revision  made  on 
or  after  January  1  and  before  December  1 
any  calendar  year  shall  take  effect  begin- 
ning with  the  next  calendar  year.  Any  revi- 
sion made  on  or  after  December  1  of  any  cal- 
endar year  and  before  January  1  of  the  next 
calendar  year  shall  take  effect  beginning 
with  the  calendar  year  following  such  next 
calendar  year. 

le)  Petitions.— 

11)  In  general.— Any  person  may  petition 
the  Administrator  to  add  or  delete  a  chemi- 
cal from  the  list  described  in  subsection  Ic) 
on  the  basis  of  the  criteria  in  subparagraph 
lAl  or  IBI  of  subsection  Id)l2).  Within  180 
days  after  receipt  of  a  petition,  the  Adminis- 
trator shall  take  one  of  the  following  ac- 
tions: 

lAI  Initiate  a  rulemaking  to  add  or  delete 
the  chemical  to  the  list,  in  accordance  with 
subsection  Idll2)  or  Id)l3). 

IB)  Publish  an  explanation  of  why  the  pe- 
tition is  denied. 

121  Governor  petitions.— A  State  Gover- 
nor may  petition  the  Administrator  to  add 
or  delete  a  chemical  from  the  list  described 
in  subsection  Ic)  on  the  basis  of  the  criteria 
in  subparagraph  lA),  IBI,  or  ICI  of  subsec- 
tion Idil2i.  In  the  case  of  such  a  petition 
from  a  State  Governor  to  delete  a  chemical, 
the  petition  shall  6e  treated  in  the  same 
manner  as  a  petition  received  under  para- 
graph 11)  to  delete  a  chemical  In  the  case  of 
such  a  petition  from  a  State  Governor  to 
add  a  chemical,  the  chemical  will  be  added 
to  the  list  within  180  days  after  receipt  of 
the  petition,  unless  the  Administrator— 

lA)  initiates  a  rulemaking  to  add  the 
chemical  to  the  list,  in  accordance  urith  sub- 
section Id)l2),  or 


IB)  publishes  an  explanation  of  why  the 
Administrator  believes  the  petition  does  not 
meet  the  requirements  of  subsection  idliZ) 
for  adding  a  chemical  to  the  list. 

If)  Threshold  for  Reporting.— 

Ill  Toxic  chemical  threshold  amount.— 
The  threshold  amounts  for  purposes  of  re- 
porting toxic  chemicals  under  this  section 
are  as  follows: 

lAi  With  respect  to  a  toxic  chemical  used 
at  a  facility,  10,000  pounds  of  the  toxic 
chemical  per  year. 

IB)  With  respect  to  a  toxic  chemical  man- 
ufactured or  processed  at  a  facility— 

HI  For  the  toxic  chemical  release  form  re- 
quired to  be  submitted  under  this  section  on 
or  before  July  1,  1988.  75.000  pounds  of  the 
toxic  chemical  per  year. 

Hi)  For  the  form  required  to  fee  submitted 
on  or  before  July  1,  1989,  50.000  pounds  of 
the  toxic  chemical  per  year. 

Hiil  For  the  form  required  to  be  submitted 
on  or  before  July  1,  1990,  and  for  each  form 
thereafter.  25,000  pounds  of -the  toxic  chemi- 
cal per  year. 

12)  Revisions.— TTie  Administrator  may  es- 
tablish a  threshold  amount  for  a  toxic  chem- 
ical different  from  the  amount  established 
by  paragraph  ill.  Such  revised  threshold 
shall  obtain  reporting  on  a  substantial  ma- 
jority of  total  releases  of  the  chemical  at  all 
facilities  subject  to  the  requirements  of  this 
section. 

The  amounts  established  under  this  para- 
graph may,  at  the  Administrator's  discre- 
tion, be  based  on  classes  of  chemicals  or  cat- 
egories of  facilities. 

Igl  Form.— 

11)  Information  required.— Not  later  than 
June  1.  1987.  the  Administrator  shall  pub- 
lish a  uniform  toxic  chemical  release  form 
for  facilities  covered  by  this  section.  If  the 
Administrator  does  not  publish  such  a  form, 
owners  and  operators  of  facilities  subject  to 
the  requirements  of  this  section  shall  pro- 
vide the  information  required  under  this 
subsection  by  letter  postmarked  on  or  t>efore 
the  date  on  which  the  form  is  due.  Such  form 
shall— 

lAl  provide  for  the  name  and  location  of, 
and  principal  business  activities  at,  the  fa- 
cility: 

IB)  include  an  appropriate  certification, 
signed  by  a  senior  official  with  management 
responsibility  for  the  person  or  persons  com- 
pleting the  report,  regarding  the  accuracy 
and  completeness  of  the  report;  and 

IC)  provide  for  submission  of  each  of  the 
following  items  of  irjormation  for  each 
listed  toxic  chemical  known  to  be  present  at 
the  facility: 

li)  Whether  the  toxic  chemical  at  the  facil- 
ity is  manufactured,  processed,  or  otherwise 
used,  and  the  general  category  or  categories 
of  use  of  the  chemical. 

Hi)  An  estimate  of  the  maximum  amounts 
lin  ranges)  of  the  toxic  chemical  present  at 
the  facility  at  any  time  during  the  preceding 
calendar  year. 

liii)  For  each  wastestream,  the  waste 
treatment  or  disposal  methods  employed, 
and  an  estimate  of  the  treatment  efficiency 
typically  achieved  by  such  methods  for  that 
wastestream. 

liv)  The  annual  quantity  of  the  toxic 
chemical  entering  each  environmental 
mediujiu 

12)  Use  of  available  data.— In  order  to  pro- 
vide the  information  required  under  this 
sectiOTU  the  owner  or  operator  of  a  facility 
may  use  readily  available  data  Iinclu4ing 
monitoring  data)  collected  pursuant  to 
other  provisions  of  law,  or  where  such  data 
are  not  readily  available,   reasonable  esti- 
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mates  of  the  amounts  involved.  Nothing  in 
this  section  requires  the  monitoring  or 
measurement  of  the  quantities,  concentra- 
tion, or  frequency  of  any  toxic  chemical  re- 
leased into  the  environment  beyond  that 
monitoring  and  measurement  required 
under  other  provisions  of  law  or  regulation. 
In  order  to  assure  consistency,  the  Adminis- 
trator shall  require  that  data  be  expressed  in 
common  units. 

thJ  Use  of  Release  Form.— The  release 
forms  required  under  this  section  are  in- 
tended to  provide  information  to  the  Feder- 
al, State,  and  local  governments  and  the 
public,  including  citizens  of  communities 
surrounding  covered  facilities.  The  release 
form  shall  be  available,  consistent  with  sec- 
tion 324(a),  to  inform  persons  about  releases 
of  toxic  chemicals  to  the  ettvironment:  to 
assist  governmental  agencies,  researchers, 
and  other  persons  in  the  conduct  of  research 
and  data  gathering:  to  aid  in  the  develop- 
ment of  appropriate  regulations,  guidelines, 
and  standards;  and  for  other  similar  pur- 
poses. 

li)  Modifications  in  Reporting  Frequen- 
cy.— 

(1)  In  aENERAL.—The  Administrator  may 
modify  the  frequency  of  submitting  a  report 
under  this  section,  but  the  Administrator 
may  not  modify  the  frequency  to  be  any 
more  often  than  annually.  A  modification 
may  apply,  either  nationally  or  in  a  specific 
geographic  area,  to  the  following: 

(A)  All  toxic  chemical  release  forms  re- 
quired under  this  section. 

(B)  A  class  of  toxic  chemicals  or  a  catego- 
ry of  facilities. 

(C)  A  specific  toxic  chemical 

(D)  A  specific  facility. 

(2)  Requirements.— A  modification  may  be 
made  under  paragraph  (1)  only  if  the  Ad- 
ministrator— 

<AI  makes  a  finding  that  the  modification 
is  consistent  with  the  provisions  of  subsec- 
tion (h),  based  on— 

<i)  experience  from  previously  submitted 
toxic  chemical  release  forms,  and 

fii)  determinations  made  under  paragraph 
13).  and 

(B)  the  finding  is  made  by  a  rulemaking 
in  accordance  with  section  553  of  title  5, 
United  States  Code. 

(3)  Determinations.— The  Administrator 
shall  make  the  following  determinations 
with  respect  to  a  proposed  modification 
before  making  a  modification  under  para- 
graph (1): 

(A)  The  extent  to  which  information  relat- 
ing to  the  proposed  modification  provided 
on  the  toxic  chemical  release  forms  has  been 
used  by  the  Administrator  or  other  agencies 
of  the  Federal  Government,  States,  local  gov- 
ernments, health  professionals,  and  the 
public. 

IB)  The  extent  to  which  the  information  is 
fi>  readily  available  to  potential  users  from 
other  sources,  such  as  State  reporting  pro- 
grams, and  (ii)  provided  to  the  Administra- 
tor under  another  Federal  law  or  through  a 
State  program. 

(C)  The  extent  to  which  the  modification 
would  impose  additional  and  unreasonable 
burdens  on  facilities  subject  to  the  reporting 
requirements  under  this  section. 

(4)  5-YEAR  review.— Any  modification 
made  under  this  subsection  shall  be  re- 
viewed at  least  once  every  5  years.  Such 
review  shall  examine  the  modification  and 
ensure  that  the  requirements  of  paragraphs 
12)  and  <3)  still  justify  continuation  of  the 
modification.  Any  change  to  a  modification 
reviewed  under  this  paragraph  shall  be 
made  in  accordance  with  this  subsection. 


(51  Notification  to  congress.— The  Ad- 
ministrator shall  notify  Congress  of  an  in- 
tention to  initiate  a  rulemaking  for  a  modi- 
fication under  this  subsection.  After  such 
notification,  the  Administrator  shall  delay 
initiation  of  the  rulemaking  for  at  least  12 
months,  but  no  more  than  24  months,  after 
the  date  of  such  notification. 

(6)  Judicial  review.— In  any  judicial 
review  of  a  rulemaking  which  establishes  a 
modification  under  this  subsection,  a  court 
may  hold  unlawful  and  set  aside  agency 
action,  findings,  and  conclusions  found  to 
be  unsupported  by  substantial  evidence. 

(7)  Applicability.-A  modification  under 
this  subsection  may  apply  to  a  calendar 
year  or  other  reporting  period  beginning  no 
earlier  than  January  1,  1993. 

(8)  Effective  date.— Any  modification 
made  on  or  after  January  1  and  before  De- 
cember 1  of  any  calendar  year  shall  take 
effect  beginning  with  the  next  calendar  year. 
Any  modification  made  on  or  after  Decem- 
ber 1  of  any  calendar  year  and  before  Janu- 
ary 1  of  the  next  calendar  year  shall  take 
effect  beginning  with  the  calendar  year  fol- 
lowing such  next  calendar  year. 

(j)  EPA  Management  of  Data.— The  Admin- 
istrator shall  establish  and  maintain  in  a 
computer  data  base  a  national  toxic  chemi- 
cal inventory  based  on  data  submitted  to  the 
Administrator  under  this  section.  The  Ad- 
ministrator shall  make  these  data  accessible 
by  computer  telecommunication  and  other 
means  to  any  person  on  a  cost  reimbursable 
basis. 

(k)  Report.— Not  later  than  June  30,  1991, 
the  Comptroller  General,  in  consultation 
with  the  Administrator  and  appropriate  of- 
ficials in  the  States,  shall  submit  to  the  Con- 
gress a  report  including  each  of  the  follow- 
ing: 

IDA  description  of  the  steps  taken  by  the 
Administrator  and  the  States  to  implement 
the  requirements  of  this  section,  including 
steps  taken  to  make  information  collected 
under  this  section  available  to  and  accessi- 
ble by  the  public. 

(2)  A  description  of  the  extent  to  which  the 
information  collected  under  this  section  has 
been  used  by  the  Environmental  Protection 
Agency,  other  Federal  agencies,  the  States, 
and  the  public,  and  the  purposes  for  which 
the  information  has  been  used. 

(3)  An  identification  and  evaluation  of 
options  for  modifications  to  the  require- 
ments of  this  section  for  the  purpose  of 
making  information  collected  under  this 
section  more  useful. 

(I)  Mass  Balance  Study.— 

(1)  In  general.— The  Administrator  shall 
arrange  for  a  mass  balance  study  to  be  car- 
ried out  by  the  National  Academy  of  Sci- 
ences using  mass  balance  information  col- 
lected by  the  Administrator  under  para- 
graph (3).  The  Administrator  shall  submit  to 
Congress  a  report  on  such  study  no  later 
than  5  years  after  the  date  of  the  enactment 
of  this  title. 

(2)  Purposes.— The  purposes  of  the  study 
are  as  follows: 

(A)  To  assess  the  value  of  mass  balance 
analysis  in  determining  the  accuracy  of  in- 
formation on  toxic  chemical  releases. 

(B)  To  assess  the  value  of  obtaining  mass 
balance  information,  or  portions  thereof,  to 
determine  the  waste  reduction  efficiency  of 
different  facilities,  or  categories  of  facilities, 
including  the  effectiveness  of  toxic  chemical 
regulations  promulgated  under  laws  other 
than  this  title. 

(C)  To  assess  the  utility  of  such  informa- 
tion for  evaluating  toxic  chemical  manage- 
ment practices  at  facilities,  or  categories  of 
facilities,  covered  by  this  section. 


(D)  To  determine  the  implications  of  mass 
balance  information  collection  on  a  nation- 
al scale  similar  to  the  mass  balance  infor- 
mation collection  carried  out  by  the  Admin- 
istrator under  paragraph  (3),  including  im- 
plications of  the  use  of  such  collection  as 
part  of  a  national  annual  quantity  toxic 
chemical  release  program. 

(3)  Information  collection.— IA)  The  Ad- 
ministrator shall  acquire  available  mass 
balance  information  from  States  which  cur- 
rently conduct  lor  during  the  5  years  after 
the  date  of  enactment  of  this  title  initiate)  a 
mass  balance-oriented  annual  quantity 
toxic  chemical  release  program.  If  informa- 
tion from  such  States  provides  an  inad- 
equate representation  of  industry  classes 
and  categories  to  carry  out  the  purposes  of 
the  study,  the  Administrator  also  may  ac- 
quire mass  balance  information  necessary 
for  the  study  from  a  representative  number 
of  facilities  in  other  States. 

IB)  Any  information  acquired  under  this 
section  shall  be  available  to  the  public, 
except  that  upon  a  showing  satisfactory  to 
the  Administrator  by  any  person  that  the  in- 
formation lor  a  particular  part  thereof)  to 
which  the  Administrator  or  any  officer,  em- 
ployee, or  representative  has  access  under 
this  section  if  made  public  would  divulge  in- 
formation entitled  to  protection  under  sec- 
tion 1905  of  title  18,  United  States  Code, 
such  information  or  part  shall  be  considered 
confidential  in  accordance  with  the  'pur- 
poses of  that  section,  except  that  such  infor- 
mation or  part  may  be  disclosed  to  other  of- 
ficers, employees,  or  authorized  representa- 
tives of  the  United  States  concerned  with 
carrying  out  this  section. 

IC)  The  Administrator  may  promulgate 
regulations  prescribing  procedures  for  col- 
lecting mass  balance  information  under  this 
paragraph. 

ID)  For  purposes  of  collecting  mass  bal- 
ance information  under  subparagraph  IA), 
the  Administrator  may  require  the  submis- 
sion of  information  by  a  State  or  facility. 

14)  Mass  balance  definition.— For  purposes 
of  this  subsection,  the  term  "mass  balance" 
means  an  accumulation  of  the  annual  quan- 
tities of  chemicals  transported  to  a  facility, 
produced  at  a  facility,  consumed  at  a  facili- 
ty, used  at  a  facility,  accumulated  at  a  facil- 
ity, released  from  a  facility,  and  transported 
from  a  facility  as  a  waste  or  as  a  commer- 
cial product  or  byproduct  or  component  of  a 
commercial  product  or  byproduct. 

Subtitle  C— General  Provisions 

SEC.  i2L  RELATIOSSHIP  TO  OTHER  LA  W. 

la)  In  General.— Nothing  in  this  title 
shall— 

11)  preempt  any  State  or  local  law, 

12)  except  as  provided  in  subsection  lb), 
otherwise  affect  any  State  or  local  law  or  the 
authority  of  any  State  or  local  government 
to  adopt  or  enforce  any  State  or  local  law,  or 

13)  affect  or  modify  in  any  way  the  obliga- 
tions or  liabilities  of  any  person  under  other 
Federal  law. 

lb)  Effect  on  MSDS  Requirements.— 
ID  Any  State  or  local  law  enacted  after 
August  1,  1985.  which  requires  the  submis- 
sion of  a  material  safety  data  sheet  from  fa- 
cility owners  or  operators  shall  require  that 
the  data  sheet  be  identical  in  content  and 
format  to  the  data  sheet  required  under  sub- 
section la)  of  section  311.  In  addition,  a 
State  or  locality  may  require  the  submission 
of  information  which  is  supplemental  to  the 
information  required  on  the  data  sheet  (in- 
cluding information  on  the  location  and 
quantity  of  hazardous  chemicals  present  at 
the  facility),  through  additional  sheets  at- 
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tached to  the  data  sheet  or  such  other  means 
as  the  State  or  locality  considers  appropri- 
ate. 
<Z)  If  any  State  or  local  law— 

(A)  is  enacted  after  August  1,  1985,  and 

(B)  requires  such  a  facility  owner  or  oper- 
ator who  supplies  a  hazardous  chemical  to 
any  other  facility  owner  or  operator  to  fur- 
nish a  material  safety  data  sheet  to  such 
other  facility  owner  or  operator, 

such  requirements  shall  be  identical  to  the 
requirements  under  section  311(a). 

SEC.  3li.  TRADE  SECRETS. 

(a)  Authority  To  Withhold  Informa- 
tion.— 

(1)  General  authority.— (A)  With  regard 
to  a  hazardous  chemical,  an  extremely  haz- 
ardous substance,  or  a  toxic  chemical,  any 
person  required  under  section  303(d)(2). 
303(d)(3),  311,  312,  or  313  to  submit  infor- 
mation to  any  other  person  may  withhold 
from  such  submittal  the  specific  chemical 
identity  (including  the  chemical  name  and 
other  specific  identification),  as  defined  in 
regulations  prescribed  by  the  Administrator 
under  subsection  (c).  if  the  person  complies 
with  paragraph  (2). 

(B)  Any  person  withholding  the  specific 
chemical  identity  shall,  in  the  place  on  the 
submittal  where  the  chemical  identity  would 
normally  be  included,  include  the  generic 
class  or  category  of  the  hazardous  chemical, 
extremely  hazardous  substance,  or  toxic 
chemical  (as  the  case  may  be). 

(2)  Requirements.— (A)  A  person  is  entitled 
to  withhold  information  under  paragraph 
(1)  if  such  person— 

(i)  claims  that  such  information  is  a  trade 
secret,  on  the  basis  of  the  factors  enumer- 
ated in  subsection  (b). 

(ii)  includes  in  the  submittal  referred  to  in 
paragraph  (1)  an  explanation  of  the  reasons 
why  such  information  is  claimed  to  be  a 
trade  secret,  based  on  the  factors  enumer- 
ated in  subsection  (b),  including  a  specific 
description  of  why  such  factors  apply,  and 

(Hi)  submits  to  the  Administrator  a  copy 
of  such  submittal,  and  the  information 
withheld  from  such  submittal. 

(B)  In  submitting  to  the  Administrator  the 
information  required  by  subparagraph 
(A)(iii),  a  person  withholding  information 
under  this  subsection  may— 

(i)  designate,  in  writing  and  in  such 
manner  as  the  Administrator  may  prescribe 
by  regulation,  the  information  which  such 
person  believes  is  entitled  to  be  withheld 
under  paragraph  (1),  and 

(ii)  submit  such  designated  information 
separately  from  other  information  submit- 
ted under  this  subsection. 

(3)  Limitation.— The  authority  under  this 
subsection  to  withhold  information  shall 
not  apply  to  information  which  the  Admin- 
istrator has  determined,  in  accordance  with 
subsection  (c),  is  not  a  trade  secret. 

(b)  Trade  Secret  Factors.— No  person  re- 
quired to  provide  information  under  this 
title  may  claim  that  the  information  is  enti- 
tled to  protection  as  a  trade  secret  under 
subsection  (a)  unless  such  person  shows 
each  of  the  following: 

(1)  Such  person  has  not  disclosed  the  in- 
formaticr.  to  any  other  person,  other  than  a 
member  of  a  local  emergency  planning  com- 
mittee, an  officer  or  employee  of  the  United 
States  or  a  State  or  local  government,  an 
employee  of  such  person,  or  a  person  who  is 
bound  by  a  confidentiality  agreement,  and 
such  person  has  taken  reasonable  measures 
to  protect  the  confidentiality  of  such  infor- 
mation and  intends  to  continue  to  take  such 
measures. 

(2)  The  information  is  not  required  to  be 
disclosed,  or  otherwise  made  available,  to 


the  public  under  any  other  Federal  or  State 
law. 

(31  Disclosure  of  the  information  is  likely 
to  cause  substantial  harm  to  the  competitive 
position  of  such  person. 

(4)  The  chemical  identity  is  not  readily 
discoverable  through  reverse  engineering. 

(c)  Trade  Secret  Regulations.— As  soon 
as  practicable  after  the  date  of  enactment  of 
this  title,  the  Administrator  shall  prescribe 
regulations  to  implement  this  sectioru  With 
respect  to  subsection  (b)(4),  such  regulations 
shall  be  equivalent  to  comparable  provisions 
in  the  Occupational  Safety  and  Health  Ad- 
ministration Hazard  Communication 
Standard  (29  C.F.R.  1910.1200)  and  any  re- 
visions of  such  standard  prescribed  by  the 
Secretary  of  Latmr  in  accordance  with  the 
final  ruling  of  the  courts  of  the  United 
States  in  United  Steelworkers  of  America, 
AFL-CIO'CLC  V.  Thome  G.  Auchter. 

(dj  Petition  for  Review.— 

(1)  In  general.— Any  person  may  petition 
the  Administrator  for  the  disclosure  of  the 
specific  chemical  identity  of  a  hazardous 
Chemical,  an  extremely  hazardous  sub- 
stance, or  a  toxic  chemical  which  is  claimed 
as  a  trade  secret  under  this  section.  The  Ad- 
ministrator may,  in  the  absence  of  a  peti- 
tion under  this  paragraph,  initiate  a  deter- 
mination, to  be  carried  out  in  accordance 
with  this  subsection,  as  to  whether  informa- 
tion withheld  constitutes  a  trade  secret 

(2)  Initial  review.— Within  30  days  after 
the  date  of  receipt  of  a  petition  under  para- 
graph (1)  (or  upon  the  Administrator's  initi- 
ative), the  Administrator  shall  review  the  ex- 
planation filed  by  a  trade  secret  claimant 
under  subsection  (a)(2)  and  determine 
whether  the  explanation  presents  assertions 
which,  if  true,  are  sufficient  to  support  a 
finding  that  the  specific  chemical  identity  is 
a  trade  secret 

(3)  Finding  of  sufficient  assertions.— 

(A)  If  the  Administrator  determines  pursu- 
ant to  paragraph  (2)  that  the  explanation 
presents  sufficient  assertions  to  support  a 
finding  that  the  specific  chemical  identity  is 
a  trade  secret,  the  Administrator  shall  notify 
the  trade  secret  claimant  that  he  has  30  days 
to  supplement  the  explanation  with  detailed 
information  to  support  the  assertions. 

(Bl  If  the  Administrator  determines,  after 
receipt  of  any  supplemental  supporting  de- 
tailed information  under  subparagraph  (A), 
that  the  assertions  in  the  explanation  are 
true  and  that  the  specific  chemical  identity 
is  a  trade  secret  the  Administrator  shall  so 
notify  the  petitioner  and  the  petitioner  may 
seek  judicial  review  of  the  determination. 

(C)  If  the  Administrator  determines,  after 
receipt  of  any  supplemental  supporting  de- 
tailed information  under  subparagraph  (A), 
that  the  assertions  in  the  explanation  are 
not  true  and  that  the  specific  chemical  iden- 
tity is  not  a  trade  secret  the  Administrator 
shall  notify  the  trade  secret  claimant  that 
the  Administrator  intends  to  release  the  spe- 
cific chemical  identity.  The  trade  secret 
claimant  has  30  days  in  which  he  may 
appeal  the  Administrator's  determination 
under  this  subparagraph  to  the  Administra- 
tor. If  the  Administrator  does  not  reverse  his 
determination  under  this  subparagraph  in 
such  an  appeal  by  the  trade  secret  claimant 
the  trade  secret  claimaint  may  seek  judicial 
review  of  the  determination. 

(4)  Finding  of  insufficient  assertions.— 

(A)  If  the  Administrator  determines  pursu- 
ant to  paragraph  (2)  that  the  explanation 
presents  insufficient  assertions  to  support  a 
finding  that  the  specific  chemical  identity  is 
a  trade  secret  the  Administrator  shall  notify 
the  trade  secret  claimant  that  he  has  30  days 


to  appeal  the  determination  to  the  Adminis- 
trator, or,  upon  a  showing  of  good  cause, 
amend  the  original  explanation  by  provid- 
ing supplementary  assertions  to  support  the 
trade  secret  claim. 

(B)  If  the  Administrator  does  not  reverse 
his  determination  under  subparagraph  (A) 
after  an  appeal  or  an  examination  of  any 
supplementary  assertions  under  subpara- 
graph (A),  the  Administrator  shall  so  notify 
the  trade  secret  claimant  and  the  trade 
secret  claimant  may  seek  judicial  review  of 
the  determination. 

(C)  If  the, Administrator  reverses  his  deter- 
mination under  subparagraph  (A)  after  an 
appeal  or  an  examination  of  any  supple- 
mentary assertions  under  subparagraph  (A), 
the  procedures  under  paragraph  (3)  of  this 
subsection  apply. 

(e)  Exception  for  Information  Provided 
to  Health  Professionals.— Nothing  in  this 
section,  or  regulations  adopted  pursuant  to 
this  section,  shall  authorize  any  person  to 
withhold  information  which  is  required  to 
be  provided  to  a  health  professional  a 
doctor,  or  a  nurse  in  accordance  with  sec- 
tion 323. 

(f)  Providing  Information  to  the  Adminis- 
trator; Availability  to  Public— Any  infor- 
mation submitted  to  the  Administrator 
under  subsection  (a)(2)  or  subsection  (d)(3) 
(except  a  specific  chemical  identity)  shall  be 
available  to  the  public,  except  that  upon  a 
showing  satisfactory  to  the  Administrator 
by  any  person  that  the  information  for  a 
particular  part  thereof)  to  which  the  Admin- 
istrator has  access  under  this  section  if 
made  public  would  divulge  information  en- 
titled to  protection  under  section  1905  of 
title  18.  United  States  Code,  such  informa- 
tion or  part  shall  be  considered  confidential 
in  accordance  with  the  purposes  of  that  sec- 
tion, except  that  such  information  or  part 
may  be  disclosed  to  other  officers,  employ- 
ees, or  authorized  representatives  of  the 
United  States  concerned  with  carrying  out 
this  title. 

ig)  Information  Provided  to  State.— Upon 
request  by  a  State,  acting  through  the  Gover- 
nor of  the  State,  the  Administrator  shall  pro- 
vide to  the  State  any  information  obtained 
under  subsection  (a)(2)  and  subsection 
(d)(3). 

(hi  Information  on  Adverse  Effects.— (1) 
In  any  case  in  which  the  identity  of  a  haz- 
ardous chemical  or  an  extremely  hazardous 
substance  is  claimed  as  a  trade  secret  the 
Governor  or  State  emergency  response  com- 
mission established  under  section  301  shall 
identify  the  adverse  health  effects  associated 
with  the  hazardous  chemical  or  extremely 
hazardous  substance  and  shall  assure  that 
such  information  is  provided  to  any  person 
requesting  information  about  such  hazard- 
ous chemical  or  extremely  hazardous  sub- 
stance. 

(2)  In  any  case  in  which  the  identity  of  a 
toxic  chemical  is  claimed  as  a  trade  secret 
the  Administrator  shall  identify  the  adverse 
health  and  environmental  effects  associated 
with  the  toxic  chemical  and  shall  assure 
that  such  information  is  included  in  the 
computer  datalHise  required  by  section 
313(j)  and  is  provided  to  any  person  request- 
ing information  at>out  such  toxic  chemical 

(i)  Information  Provided  to  Congress.- 
Notwithstanding  any  limitation  contained 
in  this  section  or  any  other  provision  of  law, 
all  information  reported  to  or  otherwise  ob- 
tained by  the  Administrator  (or  any  repre- 
sentative of  the  Administrator)  under  this 
title  shall  be  made  available  to  a  duly  au- 
thorized committee  of  the  Congress  upon 
written  request  by  such  a  committee. 
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SEC.  ill  PKOiismy  or  i.\ty)R.tiATio.\  m  health 

PROFlSSIO.\AL\         IMHTURS.         A\D 
MKSES. 

la)  Diagnosis  or  Treatment  by  Health 
Professional.— An  owner  or  operator  of  a  fa- 
cility which  is  subject  to  the  requirements  of 
section  311.  312.  or  313  shall  provide  the  spe- 
cific chemical  identity,  if  known,  of  a  haz- 
ardous chemical,  extremely  hazardous  sub- 
stance, or  a  toxic  chemical  to  any  health 
professional  who  requests  such  information 
in  writing  if  the  health  professional  pro- 
vides a  written  statement  of  need  under  this 
sul>section  and  a  written  confidentiality 
agreement  under  subsection  id).  The  written 
statement  of  need  shall  be  a  statement  that 
the  health  professional  has  a  reasonable 
basis  to  suspect  that— 

11)  the  information  is  needed  for  purposes 
of  diagnosis  or  treatment  of  an  individual 

12)  the  individual  or  individuals  being  di- 
agnosed or  treated  have  been  exposed  to  the 
chemical  concerned,  and 

13)  knowledge  of  the  specific  chemical 
identity  of  such  chemical  will  assist  in  diag- 
nosis or  treatment 

Following  such  a  written  request,  the  owner 
or  operator  to  whom  such  request  is  made 
shall  promptly  provide  the  requested  infor- 
mation to  the  health  professional.  The  au- 
thority to  withhold  the  specific  chemical 
identity  of  a  chemical  under  section  322 
when  such  irt/ormation  is  a  trade  secret 
shall  not  apply  to  information  required  to 
be  provided  under  this  subsection,  subject  to 
the  provisions  of  subsection  Id). 

lb)  Medical  EMEROENCY.-An  owner  or  op- 
erator of  a  facility  which  is  subject  to  the  re- 
quirements of  section  311.  312.  or  313  shall 
provide  a  copy  of  a  material  safely  data 
sheet,  an  inventory  form,  or  a  toxic  chemi- 
cal release  form,  including  the  specific 
chemical  identity,  if  known,  of  a  hazardous 
chemical,  extremely  hazardous  substance,  or 
a  toxic  chemical,  to  any  treating  physician 
or  nurse  who  requests  such  information  if 
such  physician  or  nurse  determines  that— 

11)  a  medical  emergency  exists, 

12)  the  specific  chemical  identity  of  the 
chemical  concerned  is  necessary  for  or  will 
assist  in  emergency  or  first-aid  diagnosis  or 
treatment,  and 

13)  the  individual  or  individuals  being  di- 
agnosed or  treated  have  been  exposed  to  the 
chemical  concerned. 

Immediately  following  such  a  request,  the 
owner  or  operator  to  whom  such  request  is 
made  shall  provide  the  requested  informa- 
tion to  the  physician  or  nurse.  The  author- 
ity to  icithhold  the  specific  chemical  identi- 
ty of  a  chemical  from  a  material  safety  data 
sheet,  an  inventory  form,  or  a  toxic  chemi- 
cal release  form  under  section  322  when 
such  information  is  a  trade  secret  shall  not 
apply  to  information  required  to  be  provid- 
ed to  a  treating  physician  or  nurse  under 
this  subsection.  No  written  confidentiality 
agreement  or  statement  of  need  shall  be  re- 
quired as  a  precondition  of  such  disclosure, 
but  the  owner  or  operator  disclosing  such 
information  may  require  a  written  confi- 
dentiality agreement  in  accordance  with 
subsection  id)  and  a  statement  setting  forth 
the  items  listed  in  paragraphs  11)  through 
13)  as  soon  as  circumstances  permit 

ic)  Preventive  Measures  by  Local  Health 
Professionals.  — 

11)  Provision  of  information.— An  owner 
or  operator  of  a  facility  subject  to  the  re- 
quirements of  section  311.  312.  or  313  shall 
provide  the  specific  chemical  identity,  if 
known,  of  a  hazardous  chemical,  an  ex- 
tremely hazardous  substance,  or  a  toxic 
chemical  to  any  health  professional  Isuch  as 


a    physician,    toxicologist    or   epidemiolo- 
gist)— 

lA)  who  is  a  local  government  employee  or 
a  person  under  contract  with  the  local  gov- 
ernment and 

IBi  who  requests  such  information  in 
writing  and  provides  a  written  statement  of 
need  under  paragraph  12)  and  a  written  con- 
fidentiality agreement  under  subsection  Id). 
Followint;  such  a  written  request  the  owner 
or  operator  to  whom  such  request  is  made' 
shall  promptly  provide  the  requested  infor- 
mation to  the  local  health  professional.  The 
authority  to  withhold  the  specific  chemical 
identity  of  a  chemical  under  section  322 
when  such  information  is  a  trade  secret 
shall  not  apply  to  information  required  to 
be  provided  under  this  subsection,  subject  to 
the  provisions  of  subsection  Id). 

12)  Written  statement  of  need.— The  writ- 
ten statement  of  need  shall  be  a  statement 
that  describes  with  reasonable  detail  one  or 
more  of  the  following  health  needs  for  the  in- 
formation: 

lA)  To  assess  exposure  of  persons  living  in 
a  local  community  to  the  hazards  of  the 
chemical  concerned. 

IB)  To  conduct  or  assess  sampling  to  de- 
termine exposure  levels  of  various  popula- 
tion groups. 

IC)  To  conduct  periodic  medical  surveil- 
lance of  exposed  population  groups. 

ID)  To  provide  medical  treatment  to  ex- 
posed individuals  or  population  groups. 

IE)  To  conduct  studies  to  determine  the 
health  effects  of  exposure. 

IF)  To  conduct  studies  to  aid  in  the  identi- 
fication of  a  chemical  that  may  reasonably 
be  anticipated  to  cause  an  observed  health 
effect 

Id)  Confidentiality  Agreement.— Any 
person  obtaining  information  under  subsec- 
tion la)  or  Ic)  shall,  in  accordance  with  such 
subsection  la)  or  Ic).  be  required  to  agree  in 
a  written  confidentiality  agreement  that  he 
will  not  use  the  information  for  any  purpose 
other  than  the  health  needs  asserted  in  the 
statement  of  need,  except  as  may  otherwise 
be  authorized  by  the  terms  of  the  agreement 
or  by  the  person  providing  such  informa- 
tion. Nothing  in  this  subsection  shall  pre- 
clude the  parties  to  a  confidentiality  agree- 
ment from  pursuing  any  remedies  to  the 
extent  permitted  by  law. 

le)  Regvlations.—As  soon  as  practicable 
after  the  date  of  the  enactment  of  this  title, 
the  Administrator  shall  promulgate  regula- 
tions describing  criteria  and  parameters  for 
the  statement  of  need  under  subsections  la) 
and  Ic)  and  the  confidentiality  agreement 
under  subsection  Id). 

SEC.  124.  PIBLIC  AVAILABILITY  OF  PLASS.  D.ATA 
SHEETS.  FOR.H.S.  A\B  FOLLOmP  SO- 
TICES 

la)  Availability  to  Public— Each  emer- 
gency response  plan,  material  safety  data 
sheet  list  described  in  section  311la)l2).  in- 
ventory form,  toxic  chemical  release  form, 
and  followup  emergency  notice  shall  be 
made  available  to  the  general  public,  con- 
sistent with  section  322,  during  normal 
working  hours  at  the  location  or  locations 
designated  by  the  Administrator,  Governor, 
State  emergency  response  commission,  or 
local  emergency  planning  committee,  as  ap- 
propriate. Upon  request  by  an  owner  or  op- 
erator of  a  facility  subject  to  the  require- 
ments of  section  312,  the  State  emergency  re- 
sponse commission  and  the  appropriate 
local  emergency  planning  committee  shall 
withhold  from  disclosure  under  this  section 
the  location  of  any  specific  chemical  re- 
quired by  section  312ld)l2)  to  be  contained 
in  an  inventory  form  as  tier  II  information. 


lb)  Notice  of  Public  Availability.— Each 
local  emergency  planning  committee  shall 
annually  publish  a  notice  in  local  newspa- 
pers that  the  emergency  response  plan,  mate- 
rial safety  data  sheets  and  inventory  forms 
have  been  submitted  under  this  section.  The 
notice  shall  state  that  followup  emergency 
notices  may  subsequently  be  issued.  Such 
notice  shall  announce  that  members  of  the 
public  who  wish  to  review  any  such  plan, 
sheet  form,  or  followup  notice  may  do  so  at 
the  location  designated  under  subsection 
la). 

SEC.  32S.  E.\fVRCE.HE\T. 

la)  Civil  Penalties  for  Emergency  Plan- 
NiNO.-The  Administrator  may  order  a  facili- 
ty owner  or  operator  lexcept  an  owner  or  op- 
erator of  a  facility  designated  under  section 
302lb)i2))  to  comply  with  section  3021c)  and 
section  303ld).  The  United  States  district 
court  for  the  district  in  which  the  facility  is 
located  shall  have  jurisdiction  to  enforce  the 
order,  and  any  person  who  violates  or  fails 
to  obey  such  an  order  shall  be  liable  to  the 
United  States  for  a  civil  penalty  of  not  more 
than  $25,000  for  each  day  in  which  such  vio- 
lation occurs  or  such  failure  to  comply  con- 
tinues. 

lb)  Civil.  Administrative,  and  Criminal 
Penalties  for  Emergency  Notification.— 

11)  Class  i  administrative  penalty.— IA)  A 
civil  penalty  of  not  more  than  $25,000  per 
violation  may  be  assessed  by  the  Adminis- 
trator in  the  case  of  a  violation  of  the  re- 
quirements of  section  304. 

IB)  No  civil  penalty  may  be  assessed  under 
this  subsection  unless  the  person  accused  of 
the  violation  is  given  notice  and  opportuni- 
ty for  a  hearing  with  respect  to  the  viola- 
tion. 

IC)  In  determining  the  amount  of  any 
penalty  assessed  pursuant  to  this  subsection, 
the  Administrator  shall  take  into  account 
the  nature,  circumstances,  extent  and  gravi- 
ty of  the  violation  or  violations  and,  with 
respect  to  the  violator,  ability  to  pay.  any 
prior  history  of  such  violations,  the  degree 
of  culpability,  economic  benefit  or  savings 
lif  any)  resulting  from  the  violation,  and 
such  other  matters  as  justice  may  require. 

12)  Class  ii  administrative  penalty.— A 
civil  penalty  of  not  more  than  $25,000  per 
day  for  each  day  during  which  the  violation 
continues  may  be  assessed  by  the  Adminis- 
trator in  the  case  of  a  violation  of  the  re- 
quirements of  section  304.  In  the  case  of  a 
second  or  subsequent  violation  the  amount 
of  such  penalty  may  be  not  more  than 
$75,000  for  each  day  during  which  the  viola- 
tion continues.  Any  civil  penalty  under  this 
subsection  shall  be  assessed  and  collected  in 
the  same  manner,  and  subject  to  the  same 
provisions,  as  in  the  case  of  civil  penalties 
assessed  and  collected  under  section  16  of 
the  Toxic  Substances  Control  Act  In  any 
proceeding  for  the  assessment  of  a  civil  pen- 
alty under  this  subsection  the  Administrator 
may  issue  subpoenas  for  the  attendance  and 
testimony  of  witnesses  and  the  production 
of  relevant  papers,  books,  and  documents 
and  may  promulgate  rules  for  discovery  pro- 
cedures. 

13)  Judicial  assessment.— The  Administra- 
tor may  bring  an  action  in  the  United  States 
district  court  for  the  appropriate  district  to 
assess  and  collect  a  penalty  of  not  more 
than  $25,000  per  day  for  each  day  during 
which  the  violation  continues  in  the  case  of 
a  violation  of  the  requirements  of  section 
304.  In  the  case  of  a  second  or  subsequent 
violation,  the  amount  of  such  penalty  may 
be  not  more  than  $75,000  for  each  day 
during  which  the  violation  continues. 
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<4)  Criminal  penalties.— Any  person  who 
knowingly  and  willfully  fails  to  provide 
notice  in  accordance  with  section  304  shall, 
upon  conviction,  be  fined  not  more  than 
S2S.000  or  imprisoned  for  not  more  than  two 
years,  or  both  (or  in  the  case  of  a  second  or 
subscQuent  conviction,  shall  be  fined  not 
more  than  $50,000  or  imprisoned  for  not 
more  than  five  years,  or  both). 

(c)  Civil  and  Administrative  Penalties  for 
Reporting  Requirements.— H/  Any  person 
(other  than  a  governmental  entity/  who  vio- 
lates any  requirement  of  section  312  or  313 
shall  be  liable  to  the  United  States  for  a  civil 
penalty  in  an  amount  not  to  exceed  $25,000 
for  each  such  violation. 

(2)  Any  person  (other  than  a  governmental 
entity)  who  violates  any  requirement  of  sec- 
tion 311  or  323(b),  and  any  person  who  fails 
to  furnish  to  the  Administrator  information 
required  under  section  322(a)(2)  or  request- 
ed by  the  Administrator  under  section 
322(d)  shall  be  liable  to  the  United  States  for 
a  civil  penalty  in  an  amount  not  to  exceed 
$10,000  for  each  such  violation. 

(3)  Each  day  a  violation  described  in 
paragraph  (1)  or  (21  continues  shall,  for  pur- 
poses of  this  subsection,  constitute  a  sepa- 
rate violation. 

(4)  TTie  Adm.inistrator  may  assess  any 
civil  penalty  for  which  a  person  is  liable 
under  this  subsection  by  administrative 
order  or  may  bring  an  action  to  assess  and 
collect  the  penalty  in  the  United  States  dis- 
trict court  for  the  district  in  which  the 
person  from  whom  the  penalty  is  sought  re- 
sides or  in  which  such  person's  principal 
place  of  business  is  located. 

(d)  Civil,  Administrative,  and  Criminal 
Penalties  With  Respect  to  Trade  Secrets.— 

(1)  Civil  and  administrative  penalty  for 
frivolous  claims.— If  the  Administrator  de- 
termines— 

(A)(i)  under  section  322(d)(4)  that  an  ex- 
planation submitted  by  a  trade  secret  claim- 
ant presents  insufficient  assertions  to  sup- 
port a  finding  that  a  specific  chemical  iden- 
tity is  a  trade  secret  or  (ii)  after  receiving 
supplemental  supporting  detailed  informa- 
tion under  section  322(d)(3)(A),  that  the  spe- 
cific chemical  identity  is  not  a  trade  secret; 
and 

(B)  that  the  trade  secret  claim  is  frivolous, 
the  trade  secret  claimant  is  liable  for  a  pen- 
alty of  $25,000  per  claim.  The  Administrator 
may  assess  the  penalty  by  administrative 
order  or  may  bring  an  action  in  the  appro- 
priate district  court  of  the  United  States  to 
assess  and  collect  the  penalty. 

(2)  Criminal  penalty-  for  disclosure  of 
TRADE  secret  INFORMATION.— Any  person  who 
knowingly  and  willfully  divulges  or  dis- 
closes any  information  entitled  to  protec- 
tion under  section  322  shall,  upon  coniHc- 
tion,  be  subject  to  a  fine  of  not  more  than 
$20,000  or  to  imprisonment  not  to  exceed 
one  year,  or  both. 

(e)  Special  Enforcement  Provisions  for 
Section  323.— Whenever  any  facility  owner 
or  operator  required  to  provide  information 
under  section  323  to  a  health  professional 
who  has  requested  such  information  fails  or 
refuses  to  provide  such  information  in  ac- 
cordance with  such  section,  such  health  pro- 
fessional may  bring  an  action  in  the  appro- 
priate United  States  district  court  to  require 
such  facility  owner  or  operator  to  provide 
the  information.  Such  court  shall  have  juris- 
diction to  issue  such  orders  and  take  such 
other  action  as  may  be  necessary  to  enforce 
the  requirements  of  section  323. 

(f)  Procedures  for  Administrative  Penal- 
ties.— 

(1)  Any  person  against  whom  a  civil  pen- 
alty  is   assessed    under   this   section    may 


obtain  review  thereof  in  the  appropriate  dis- 
trict court  of  the  United  States  by  filing  a 
notice  of  appeal  in  such  court  within  30 
days  after  the  date  of  such  order  and  by  si- 
multaneously sending  a  copy  of  such  notice 
by  certified  mail  to  the  Administrator.  The 
Administrator  shall  promptly  file  in  such 
court  a  certified  copy  of  the  record  upon 
which  such  violation  was  found  or  such  pen- 
alty imposed.  If  any  person  fails  to  pay  an 
assessment  of  a  civil  penalty  after  it  has 
become  a  final  and  unappealable  order  or 
after  the  appropriate  court  has  entered  final 
judgment  in  favor  of  the  United  States,  the 
Administrator  may  request  the  Attorney 
General  of  the  United  States  to  institute  a 
civil  action  in  an  appropriate  district  court 
of  the  United  States  to  collect  the  penalty, 
and  such  court  shall  have  jurisdiction  to 
hear  and  decide  any  such  action.  In  hearing 
such  action,  the  court  shall  have  authority 
to  review  the  violation  and  the  assessment 
of  the  civil  penalty  on  the  record. 

(2)  The  Administrator  may  issue  subpoe- 
nas for  the  attendance  and  testimony  of  wit- 
nesses and  the  production  of  relevant 
papers,  books,  or  documents  in  connection 
with  hearings  under  this  section.  In  case  of 
contumacy  or  refusal  to  obey  a  subpoena 
issued  pursuant  to  this  paragraph  and 
served  upon  any  person,  the  district  court  of 
the  United  States  for  any  district  in  which 
such  person  is  found,  resides,  or  transacts 
business,  upon  application  by  the  United 
States  and  after  notice  to  such  person,  shall 
have  jurisdiction  to  issue  an  order  requiring 
such  person  to  appear  and  give  testimony 
before  the  administrative  law  judge  or  to 
appear  and  produce  documents  before  the 
administratii^e  law  judge,  or  both,  and  any 
failure  to  obey  such  order  of  the  court  may 
be  punished  by  such  court  as  a  contempt 
thereof. 

SEC  32S.  civil  ACTIOSS. 

(a)  AiTHORiTY  To  Bring  Civil  Actions.— 
(1)  Citizen  suits.— Except  as  provided  in 
subsection  (el,  any  person  may  commence  a 
civil  action  on  his  own  behalf  against  the 
following: 

(A)  An  owner  or  operator  of  a  facility  for 
failure  to  do  any  of  the  following: 

(i)  Submit  a  followup  emergency  notice 
under  section  304(c). 

(ii)  Submit  a  material  safety  data  sheet  or 
a  list  under  section  311(a). 

(Hi)  Complete  and  submit  an  inventory 
form  under  section  312(a)  containing  tier  I 
information  as  described  in  section 
312(d)(1)  (unless  such  requirement  does  not 
apply  because  of  the  second  sentence  of  sec- 
tion 312(a)(2)). 

(iv)  Complete  and  submit  a  toxic  chemical 
release  form  under  section  313(a). 

(B)  The  Administrator  for  failure  to  do 
any  of  the  following: 

(i)  Publish  inventory  forms  under  section 
312(g). 

(ii)  Respond  to  a  petition  to  add  or  delete 
a  chemical  under  section  313(e)H)  within 
180  days  after  receipt  of  the  petition. 

(Hi)  Publish  a  toxic  chemical  release  form 
under  313(g). 

(iv)  Establish  a  computer  database  in  ac- 
cordance with  section  313(j). 

(V)  Promulgate  trade  secret  regulations 
under  section  322(c). 

(vi)  Render  a  decision  in  response  to  a  pe- 
tition under  section  322(dl  within  9  months 
after  receipt  of  the  petition. 

(C)  The  Administrator,  a  State  Governor, 
or  a  State  emergency  response  commission, 
for  failure  to  provide  a  mechanism  for 
public  availability  of  information  in  ac- 
cordance with  section  324(a). 


(Dl  A  State  Governor  or  a  State  emergency 
response  commission  for  failure  to  respond 
to  a  request  for  tier  II  information  under 
section  312(e)(3)  within  120  days  after  the 
date  of  receipt  of  the  request 

(2)  State  or  local  suits.— 

(A)  Any  State  or  local  government  may 
commence  a  civil  action  against  an  owner 
or  operator  of  a  facility  for  failure  to  do  any 
of  the  following: 

(i)  Provide  notification  to  the  emergency 
response  commission  in  the  State  under  sec- 
tion 302(c). 

(ii)  Submit  a  material  safety  data  sheet  or 
a  list  under  section  311(a). 

(Hi)  Make  available  information  requested 
under  section  311(c). 

(iv)  Complete  and  submit  an  inventory 
form  under  section  312(a)  containing  tier  I 
information  (unless  such  requirement  does 
not  apply  because  of  the  second  sentence  of 
section  312(a)(2)). 

(B)  Any  State  emergency  response  commis- 
sion or  local  emergency  planning  committee 
may  commence  a  civil  action  against  an 
owner  or  operator  of  a  facility  for  failure  to 
provide  information  under  section  303(d)  or 
for  failure  to  submit  tier  II  information 
under  section  312(e)(1). 

(C)  Any  State  may  commence  a  civil 
action  against  the  Administrator  for  failure 
to  provide  information  to  the  State  under 
section  322(g). 

(b)  Venue.— 

(1)  Any  action  under  subsection  (a) 
against  an  owner  or  operator  of  a  facility 
shall  be  brought  in  the  district  court  for  the 
district  in  which  the  alleged  violation  oc- 
curred. 

(2)  Any  action  under  subsection  (a) 
against  the  Administrator  may  be  brought 
in  the  United  States  District  Court  for  the 
District  of  Columbia. 

(c)  Relief.— The  district  court  shall  have 
jurisdiction  in  actions  brought  under  sub- 
section (a)  against  an  owner  or  operator  of 
a  facility  to  enforce  the  requirement  con- 
cerned and  to  impose  any  civil  penalty  pro- 
vided for  violation  of  that  requirement  The 
district  court  shall  have  jurisdiction  in  ac- 
tions brought  under  subsection  (a)  against 
the  Administrator  to  order  the  Administra- 
tor to  perform  the  act  or  duty  concerned. 

(d)  Notice.— 

(1)  No  action  may  be  commenced  under 
subsection  (a)(1)(A)  prior  to  60  days  after 
the  plaintiff  has  given  notice  of  the  alleged 
violation  to  the  Administrator,  the  State  in 
which  the  alleged  violation  occurs,  and  the 
alleged  violator.  Notice  under  this  para- 
graph shall  be  given  in  such  manner  as  the 
Administrator  shall  prescribe  by  regulation. 

(2)  No  action  may  be  commenced  under 
subsection  (a)(1)(B)  or  (a)(1)(C)  prior  to  60 
days  after  the  date  on  which  the  plaintiff 
gives  notice  to  the  Administrator,  State 
Governor,  or  State  emergency  response  com- 
mission (as  the  case  may  be)  that  the  plain- 
tiff will  commence  the  action.  Notice  under 
this  paragraph  shall  be  given  in  such 
manner  as  the  Administrator  shall  prescribe 
by  regulation. 

(el  Limitation.— No  action  may  be  com- 
menced under  subsection  (a)  against  an 
owner  or  operator  of  a  facility  if  the  Admin- 
istrator has  commenced  and  is  diligently 
pursuing  an  administrative  order  or  civil 
action  to  enforce  the  requirement  concerned 
or  to  impose  a  cir>il  penalty  under  this  Act 
with  respect  to  the  violation  of  the  require- 
ment 

(f)  Costs.— The  court  in  issuing  any  final 
order  in  any  action  brought  pursuant  to  this 
section,  may  award  costs  of  litigation  (in- 


25016 


CONGRESSIONAL  RECORD— SENATE 


September  19,  1986 


eluding  reasonable  attorney  and  expert  wit- 
ness fees)  to  the  prevailing  or  the  substan- 
tially prevailing  party  ichenever  the  court 
determines  such  an  award  is  appropriate. 
The  court  may.  if  a  temporary  restraining 
order  or  preliminary  injunction  is  sought, 
require  the  filing  of  a  bond  or  equivalent  se- 
curity in  accordance  with  the  Federal  Rules 
of  Civil  Procedure. 

(g>  Other  Rights.— Nothing  in  this  section 
shall  restrict  or  expand  any  right  which  any 
person  for  class  of  persons)  may  have  under 
any  Federal  or  State  statute  or  common  law 
to  seek  enforcement  of  any  requirement  or  to 
seek  any  other  relief  (including  relief 
against  the  Administrator  or  a  State 
agency). 

(hi  Intervention.— 

(1)  By  the  united  states.— In  any  action 
under  this  section  the  United  States  or  the 
State,  or  both,  if  not  a  party,  may  intervene 
as  a  matter  of  righL 

(2J  By  persons.— In  any  action  under  this 
section,  any  person  may  intervene  as  a 
matter  of  right  when  such  person  has  a 
direct  interest  which  is  or  may  be  adversely 
affected  by  the  action  and  the  disposition  of 
the  action  may,  as  a  practical  matter. 
impair  or  impede  the  person's  ability  to  pro- 
tect that  interest  unless  the  Administrator 
or  the  State  shows  that  the  person's  interest 
is  adequately  represented  by  existing  parties 
in  the  action. 

SEC.  327.  EXE.WFTIO.y 

Except  as  provided  in  section  304.  this 
title  does  not  apply  to  the  transportation, 
including  the  storage  incident  to  such  trans- 
portation, of  any  substance  or  chemical  sub- 
ject to  the  requirements  of  this  title,  includ- 
ing the  transportation  and  distribution  of 
natural  gas. 

SEC.  «a  REGlLATIO.\S. 

The  Administrator  may  prescribe  such  reg- 
ulations as  may  be  necessary  to  carry  out 
thU  title. 

SEC.  329.  DEFIMTIHSS. 

For  purposes  of  this  title— 

(1)  Administrator.— The  term  "Adminis- 
trator" means  the  Administrator  of  the  En- 
vironmental Protection  Agency. 

(2)  Environment.— The  term  "environ- 
ment" includes  water,  air,  and  land  and  the 
interrelationship  which  exists  among  and 
between  water,  air,  and  land  and  all  living 
things. 

(31  Extremely  hazardous  substance.— The 
term  "extremely  hazardous  substance" 
means  a  substance  on  the  list  described  in 
section  302(a)(2). 

(4)  Facility.— The  term  "facility'"  means 
all  buildings,  equipment,  structures,  and 
other  stationary  items  which  are  located  on 
a  single  site  or  on  contiguous  or  adjacent 

^sites  and  which  are  owned  or  operated  by 
the  same  person  (or  by  any  person  which 
controls,  is  controlled  by.  or  under  common 
control  urith,  such  person).  For  purposes  of 
section  304,  the  term  includes  motor  vehi- 
cles, rolling  stock,  and  aircraft. 

(5)  Hazardous  chemical.— The  term  "haz- 
ardous chemical"  has  the  meaning  given 
such  term  by  section  311(e). 

(6)  Material  safety  data  sheet.— The  term 
"material  safety  data  sheet"  means  the  sheet 
required  to  be  developed  under  section 
1910.1200(g)  of  title  29  of  the  Code  of  Federal 
Regulations,  as  that  section  may  be  amend- 
ed from  time  to  time. 

(7)  Person.— The  term  "person"  means 
any  individual,  trust,  firm,  joint  stock  com- 
pany, corporation  (including  a  government 
corporation),  partnership,  association. 
State,  municipality,  commission,  political 
subdivision  of  a  State,  or  interstate  body. 


(8)  Release.— The  term  "release"  means 
any  spilling,  leaking,  pumping,  pouring, 
emitting,  emptying,  discharging,  injecting, 
escaping,  leaching,  dumping,  or  disposing 
into  the  environment  (including  the  aban- 
donment or  discarding  of  barrels,  contain- 
ers, and  other  closed  receptacles)  of  any  haz- 
ardous chemical  extremely  hazardous  sub- 
stance, or  toxic  chemical. 

(9)  State.— The  term  ""State"  means  any 
State  of  the  United  States,  the  District  of  Co- 
lumbia, the  Commonwealth  of  Puerto  Rico, 
Guam,  American  Samoa,  the  United  States 
Virgin  Islands,  the  Northern  Mariana  Is- 
lands, and  any  other  territory  or  possession 
over  which  the  United  States  has  jurisdic- 
tion. 

(10)  Toxic  chemical.— The  term  ""toxic 
chemical"  means  a  substance  on  the  list  de- 
scribed in  section  313(c). 

SEC.  330.  Al'THORIZATI().\  OF  APPROPRIATIOSS. 

There  are  authorized  to  be  appropriated 
for  fiscal  years  beginning  after  September 
30.  1986,  such  sums  as  may  be  necessary  to 
carry  out  this  title. 

TITLE  IV— RADON  GAS  AND  INDOOR  AIR 
QUALITY  RESEARCH 

SEC.  491.  SHORT  TITLE. 

TJiis  title  may  be  cited  as  the  "Radon  Gas 
and  Indoor  Air  Quality  Research  Act  of 
1986"'. 

SEC.  4B2.  FI.\DI.\GS 

The  Congress  finds  that: 

(1)  High  levels  of  radon  gas  pose  a  serious 
health  threat  in  structures  in  certain  areas 
of  the  country. 

(2)  Various  scientific  studies  have  suggest- 
ed that  exposure  to  radon,  including  expo- 
sure to  naturally  occurring  radon  and 
indoor  air  pollutants,  poses  a  public  health 
risk. 

(3)  Existing  Federal  radon  and  indoor  air 
pollutant  research  programs  are  fragmented 
and  underfunded. 

(4)  An  adequate  information  base  concern- 
ing exposure  to  radon  and  indoor  air  pollut- 
ants should  be  developed  by  the  appropriate 
Federal  agencies. 

SEC.  4»3.  RADOy  GAS  A.\D  ISDOOR  AIR  iil'ALITY  RE- 
SEARCH PROGRAM. 

(a)  Design  of  Program.— The  Administra- 
tor of  the  Environmental  Protection  Agency 
shall  establish  a  research  program  with  re- 
spect to  radon  gas  and  indoor  air  quality. 
Such  program  shall  be  designed  to— 

(1)  gather  data  and  information  on  all  as- 
pects of  indoor  air  quality  in  order  to  con- 
tribute to  the  understanding  of  health  prob- 
lems associated  with  the  existence  of  air  pol- 
lutants in  the  indoor  environment; 

(2)  coordinate  Federal,  Stale,  local,  and 
private  research  and  development  efforts  re- 
lating to  the  improvement  of  indoor  air 
quality:  and 

(3)  assess  appropriate  Federal  Govern- 
ment actions  to  mitigate  the  environmental 
and  health  risks  associated  with  indoor  air 
quality  problems. 

(b)  Program  Requirements.— The  research 
program  required  under  this  section  shall 
include— 

(1)  research  and  development  concerning 
the  identification,  characterization,  and 
monitoring  of  the  sources  and  levels  of 
indoor  air  pollution,  including  radon, 
which  includes  research  and  development 
relating  to— 

(A)  the  measurement  of  various  pollutant 
concentrations  and  their  strengths  and 
sources, 

(B)  high-risk  building  types,  and 

(C)  instruments  for  indoor  air  quality 
data  collection: 


(2)  research  relating  to  the  effects  of 
indoor  air  pollution  and  radon  on  human 
health: 

(3)  research  and  development  relating  to 
control  technologies  or  other  mitigation 
measures  to  prevent  or  abate  indoor  air  pol- 
lution (including  the  development,  evalua- 
tion, and  testing  of  individual  and  generic 
control  devices  and  systems): 

(4)  demonstration  of  methods  for  reducing 
or  eliminating  indoor  air  pollution  and 
radon,  including  sealing,  venting,  and  other 
methods  that  the  Administrator  determines 
may  be  effective; 

(5)  research,  to  be  carried  out  in  conjunc- 
tion with  the  Secretary  of  Housing  and 
Urban  Development,  for  the  purpose  of  de- 
veloping— 

(A)  methods  for  assessing  the  potential  for 
radon  contamination  of  new  construction, 
including  (but  not  limited  to)  consideration 
of  the  moisture  content  of  soil,  porosity  of 
soil,  and  radon  content  of  soil;  and 

(B)  design  measures  to  avoid  indoor  air 
pollution:  and 

(6)  the  dissemination  of  information  to 
assure  the  public  availability  of  the  findings 
of  the  activities  under  this  section. 

(c)  Advisory  Committees.— TTie  Adminis- 
trator shall  establish  a  committee  comprised 
of  individuals  representing  Federal  agencies 
concerned  with  various  aspects  of  indoor 
air  quality  and  an  advisory  group  com- 
prised of  individuals  representing  the 
States,  the  scientific  community,  industry, 
and  public  interest  organizations  to  assist 
him  in  carrying  out  the  research  program 
for  radon  gas  and  indoor  air  quality. 

(d)  Implementation  Plan.— Not  later  than 
90  days  after  the  enactment  of  this  Act,  the 
Administrator  shall  submit  to  the  Congress 
a  plan  for  implementation  of  the  research 
program  under  this  section.  Such  plan  shall 
also  be  submitted  to  the  EPA  Science  Adviso- 
ry Board,  which  shall,  within  a  reasonable 
period  of  time,  submit  its  comments  on  such 
plan  to  Congress. 

(e)  Report.— Not  later  than  2  years  after 
the  enactment  of  this  Act,  the  Administrator 
shall  submit  to  Congress  a  report  respecting 
his  activities  under  this  section  and  making 
such  recommendations  as  appropriate. 

SEC.  494.  CONSTRVCTION  OF  TITLE. 

Nothing  in  this  title  shall  be  construed  to 
authorize  the  Administrator  to  carry  out 
any  regulatory  program  or  any  activity 
other  than  research,  development,  and  relat- 
ed reporting,  information  dissemination, 
and  coordination  activities  specified  in  this 
title.  Nothing  in  this  title  shall  be  construed 
to  limit  the  authority  of  the  Administrator 
or  of  any  other  agency  or  instrumentality  of 
the  United  States  under  any  other  authority 
of  law. 

SEC.  493.  AVTHORIZATIONS 

There  are  authorized  to  be  appropriated  to 
carry  out  the  activities  under  this  title  and 
under  section  118(k)  of  the  Superfund 
Amendments  and  Reauthorization  Act  of 
1986  (relating  to  radon  gas  assessment  and 
demonstration  program)  not  to  exceed 
$5,000,000  for  each  of  the  fiscal  years  1987. 
1988.  and  1989.  Of  such  sums  appropriated 
in  fiscal  years  1987  and  1988.  two-fifths 
shall  be  reserved  for  the  implementation  of 
section  118(k)(2). 

Summary  of  the  Domenici /Chiles  Amend- 
ment TO  S.  2706  THE  Sixth  Omnibus  Rec- 
onciliation Act  of  1986,  September 
19,1986 

The  FY  1987  Budget  Resolution  instruct- 
ed  nine   Committees   of   the   Congress   to 
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change  programs  within  their  Jurisdiction  to 
reduce  spending  or  increase  revenues  in  FY 
1987-1989.  The  Domenici-Chiles  amendment 
expands  upon  these  savings  to  meet  the 
amount  of  savings  which  would  be  required 
under  the  August  CBO/OMB  deficit  esti- 
mates (taking  into  account  the  probable 
passage  of  legislation  which  would  increase 
these  estimates  to  avoid  the  need  for  a  se- 
quester in  FY  1987. 

The  Joint  COB/OMB  report  estimated 
the  FY  1987  deficit  at  $163.4  billion.  The 
effect  of  current  appropriations  bills  and 
other  likely  legislation  is  likely  to  raise  the 
CBO/OMB  estimate  due  in  October  to 
$168.5  billion.  This  would  require  the  Con- 
gress to  enact  $14.5  billion  in  savings  before 
October  1st  to  avoid  a  sequester.  This 
amendment  expands  the  provisions  included 
in  a  original  Senate-reported  reconciliation 
and  adds  new  provisions,  coupled  with  the 
assumption  of  other  savings  legislation,  sav- 
ings will  reach  about  $13.3  billion.  The  fol- 
lowing is  a  summary  of  the  amendment: 

REVENUES 

Accelerate  State  and  local  deposits 
State  and  local  governments  currently  de- 
posit social  security  contributions  into  the 
trust  fund  twice  each  month  and  make  a 
separate  report  to  the  Social  Security  Ad- 
ministration. The  amendment  would  require 
state  and  local  governments  to  make  depos- 
its in  the  same  way  and  on  the  same  sched- 
ule as  private  employers.  This  amendment 
would  not  affect  beneficiaries  in  any  way. 

Oil  pollution  compensation 
The  amendment  assumes  the  revenue  pro- 
vision included  in  the  House-reported  recon- 
ciliation bill  with  respect  to  oil  spill  liability 
legislation.  This  legislation  assesses  a  1.3 
cent  a  barrel  tax  on  oil  and  deposits  these 
funds  in  an  Oil  Spill  Liability  Trust  Fund. 

Accelerate  collection  of  excise  tajces  on  all 
distilled  spirits  and  cigarettes 

The  amendment  reduces  the  time  period 
in  which  excise  tax  payments  on  distilled 
spirits  and  tobacco  products  are  payable  to 
the  federal  government.  Instead  of  coming 
due  15  to  30  days  after  the  close  of  the  semi- 
monthly period  in  which  the  excise  liability 
is  incurred,  the  period  is  shortened  to  14 
days. 

Appropriations  for  IRS  compliance  at 
House-passed  levels 
The  amendment  directs  the  Appropria- 
tions Conferees  to  fund  the  FY  1987  IRS 
budget  at  the  budget  authority  levels  con- 
tained in  the  House-passed  Treasury-Postal 
Appropriations  bill.  At  the  appropriate 
time,  Section  302(a)  and  (b)  allocations 
under  the  Budget  Act  will  be  adjusted  to 
avoid  a  point  of  order  as  a  result  of  the  in- 
creased funding.  OMB  and  CBO  are  expect- 
ed to  attribute  $2.4  billion  in  increased  reve- 
nues for  FY  1987  at  the  time  this  appropria- 
tion is  enacted. 

Cigarette  tax 
The    Senate-reported    reconciliation    bill 
contains  an  8  cent  ii.crease  in  the  excise  tax 
on  cigarettes.  This  amefidment  strikes  the 
cigarette  tax  provision. 

Increased  compliance  through  penalties 
The  amendment  increases  penalties  for 
substantial  under-statement  of  taxes  and 
for  negligent  underpayment  to  25  percent  of 
the  total  taxes  owed.  In  addition,  this 
amendment  would  double  the  penalty  for 
not  depositing  withholding  tax  collections 
in  a  timely  fashion. 


OUTLAYS 

REA  loan  prepayments 
The  amendment  increases  the  amount  of 
Rural   Electrification    Administration   loan 
prepayments  permitted  under  the  current 
Treasury  regulations  by  $500  million. 

Rural  development  insurance  fund  loan 
asset  sales 

The  amendment  expands  upon  the  provi- 
sion in  the  Senate-reported  reconciliation 
bill  directing  the  Secretary  of  Agriculture  to 
sell  notes  or  other  obligations  in  the  Rural 
Development  Insurance  Fund  iRDIF).  The 
original  Senate-reported  provision  required 
the  sale  to  raise  t5S5  million  in  net  pro- 
ceeds. The  amendment  increases  this 
amount  to  $1.0  billion. 

Eximbank  loan  asset  sales 

This  amendment  expands  the  net  pro- 
ceeds from  the  sale  of  Eximbank  loans  from 
$500  million  in  the  original  Senate-reported 
version  to  $1.5  billion. 

Petroleum  oil  overcharges 
The  amendment  retains  all  provisions  in 
the  Senate  Energy  Title  regarding  over- 
charge fund  and  conservation  programs,  but 
requires  the  recoupment  of  petroleum  prod- 
uct overcharge  monies  collected  by  the  De- 
partment of  Energy.  This  provision  does  not 
affect  the  Stripper  Well  Agreement. 

Federal  energy  regulatory  administration 
fees 

The  amendment  retains  the  provisions  in 
the  Senate-reported  reconciliation  bill  but 
requires  that  both  direct  and  indirect  costs 
of  the  NRC  be  recovered  in  fees.  This  slight- 
ly increases  the  fee  collections  contained  in 
the  Senate-reported  reconciliation. 

FDICfee  on  foreign  deposits 
Under  current  law,  banks  pay  a  premium 
for  deposit  insurance  based  on  their  domes- 
tic deposits  only.  The  amendment  expands 
the  assessment  base  of  the  Federal  Deposit 
Insurance  Corporation  by  including  deposits 
at  foreign  branches  of  U.S.  banks. 

Sale  of  Conrail 
The  amendment  directs  the  Secretary  of 
Transportation  to  sell  CONRAIL  in  FY 
1987.  The  sale  of  CONRAIL  was  assumed  in 
the  FY  1987  budget  resolution  adopted  by 
the  Congress  but  was  not  reconciled. 

Medicare 
The  Finance  Committee  fully  met  its 
original  reconciliation  instruction.  However, 
in  the  interim,  OMB  has  implemented  regu- 
lations that  save  more  than  would  the  Fi- 
nance Committee's  proposed  legislation. 
This  amendment  would  increase  savings  in 
the  reported  reconciliation  to  provide  for 
prompt  payment  of  most  hospital  and  phy- 
sician bills  in  an  average  of  27  days,  in  FY 
1987  and  24  days  by  FY  1990,  compared  to 
the  24  days  in  the  original  package. 

Small  Business  Administration  loan  sales 
(Section  503) 

This  amendment  strikes  the  recourse  pro- 
visions in  Title  IX  of  the  Senate-reported 
reconciliation  package  requiring  the  sale  of 
SBA's  Section  503  loan  assets. 

Advance  final  general  revenue  sharing 
payments 
The  amendment  would  direct  the  U.S. 
Treasury  to  make  the  payments  due  under 
General  Revenue  Sharing  for  the  last  quar- 
ter of  FY  1986  by  September  30th,  1986,  Or- 
dinarily this  payment  woyld  be  made  in  the 
first  few  days  of  October  1986. 


OTHER  NEW  PROVISIONS  CONTAINED  IN  THE 
AMENDMENT 

Social  Security  COLA 's 
The  amendment  includes  a  provision 
eliminating  the  3  percent  COLA  trigger  for 
Social  Security  recipients.  Under  this 
amendment.  Social  Security  beneficiaries 
will  be  paid  a  COLA  at  whatever  the  actual 
inflation  rate  is. 

Byrd  language  on  extraneous  and  germane 

amendments 
The  Byrd  language  establishing  strict 
standards  for  extraneous  and  germane 
amendments  that  was  adopted  in  P.L.  99- 
270,  the  Consolidated  Omnibus  Reconcilia- 
tion Act  of  1985,  enacted  earlier  this  year  is 
made  permanent. 

President's  budget 
This  amendment  provides  that  the  date  of 
the  submission  of  the  President's  budget  be 
changed  from  the  first  Monday  after  Janu- 
ary 3  to  the  first  Tuesday  in  February. 

Advanced  deficiency  payments 
This  amendment  requires  the  Secretary  of 
Agriculture  to  make  advanced  deficiency 
payments  for  the  1987  crops  of  wheat,  feed 
grains,  upland  cotton,  and  rice.  These  pay- 
ments are  not  to  be  less  than  40  percent  for 
wheat  and  feed  grains,  or  30  percent  for  rice 
and  upland  cotton. 

Mr.  DOLE.  Mr.  President,  I  want  to 
indicate  that  I  hope  that  we  can  re- 
solve the  Superfund  issue. 

My  understanding  is  Senators  Pack- 
wood  and  Bentsen  did  meet  yesterday 
and  there  will  be  a  meeting  sometime 
next  week  to  figure  out  how  to  finance 
it.  I  think  that  is  the  big  unresolved 
question. 

Mr.  STAFFORD.  That  is  the  only 
question. 

Mr.  DOLE.  But  I  certainly  share  the 
views  expressed  by  the  distinguished 
Senator  from  Vermont. 

Mr.  ROTH.  Mr.  President,  I  am  ex- 
tremely pleased  to  cosponsor  this  Su- 
perfund legislation  today.  We  are  con- 
sidering legislation  that  was  agreed  to 
by  the  conferees  on  the  programmatic 
portion  of  the  Superfund  Conference 
after  many  months  of  tough  and  enor- 
mously complex  negotiations.  These 
negotiations  were  led  by  my  distin- 
guished colleague  and  very  good  friend 
from  Vermont,  Senator  Stafford.  It 
was  because  of  his  outstanding  leader- 
ship on  many  of  the  controversial 
issues  that  the  Superfund  conferees 
were  able  to  complete  this  important 
piece  of  legislation. 

This  bill  would  authorize  $8.5  billion 
in  Superfund  spending  during  the 
next  5  years.  This  represents  a  fivefold 
increase  from  the  $1.6  billion  author- 
ized for  the  program's  initial  5  years. 
In  addition,  the  bill  authorizes  an- 
other $500  million  for  the  New  Under- 
ground Petroleum  Tank  Clean-Up  Pro- 
gram. 

This  bill  does  not  contain  the  tax 
title  for  the  Superfund  Program,  and 
was  introduced  because  of  the  delay  in 
coming  to  an  agreement  on  the  fund- 
ing components  of  Superfund.  Person- 
ally I  hope  that  a  funding  agreement 
can  be  arrived  at  shortly,  and  I  will  do 
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all  I  can  to  assist  in  this  objective.  We 
must  not  allow  the  hard  work  of  our 
colleagues  on  the  programmatic  por- 
tion of  this  legislation  to  go  for 
naught. 

Mr.  President,  the  Congress  has 
spent  more  than  2  years  working  on 
this  legislation,  and  it  would  be  ex- 
tremely unfortunate  if  we  did  not  act 
on  it.  I  wholeheartedly  support  what 
has  been  done  thus  far.  The  legisla- 
tion is  a  compromise  of  several  hun- 
dred issues  that  separated  the  House 
and  Senate  passed  versions,  and  it  in- 
cludes stiff  new  requirements  that  I 
hope  will  lead  to  a  better  program.  It 
is  intended  to  ensure  speedier,  more 
thorough  cleanup  of  the  Nation's  haz- 
ardous waste  sites.  It  provides  in- 
creased health  protection  for  people 
who  live  near  sites  and  increased  op- 
portunities for  them  to  take  part  in 
cleanup  decisions. 

My  only  concern  however  is  that  we 
have  a  stable  long-term  funding  solu- 
tion to  clean  up  our  hazardous  waste 
sites.  We  must  not  allow  the  national 
hazardous  waste  cleanup  efforts  to  be 
delayed. 

As  a  conferee  on  the  tax  portion  of 
the  conference  I  shall  do  all  that  I  can 
to  help  bring  about  a  timely  agree- 
ment on  a  financing  mechanism.  As  a 
staunch  supporter  of  the  Superfund 
Program,  I  feel  that  we  must  continue 
our  efforts  to  establish  and  develop  an 
effective  and  aggressive  program  to 
clean  up  our  hazardous  waste  dumps. 
These  efforts  must  go  down  the  drain. 

SUPERFUND 

Mr.  LAUTENBERG.  Mr.  President, 
I  am  pleased  to  join  Senator  Stafford, 
and  other  members  of  the  Environ- 
ment and  Public  Works  Committee,  in 
introducing  this  bill  today. 

In  introducing  this  legislation,  it  is 
important  to  understand  how  we  have 
gotten  where  we  are  on  Superfund. 
Due  to  administration  opposition  in 
1984,  attempts  by  Congress  to  reau- 
thorize Superfund  died  with  the  con- 
clusion of  the  98th  Congress.  Contin- 
ued administration  resistance  to  an  ex- 
panded and  strengthened  Superfund 
was  evident  in  the  99th  Congress.  The 
Environment  and  Public  Works  Com- 
mittee, on  which  I  serve,  began  the 
new  Congress  in  1985  by  scheduling 
Superfund  hearings  in  February,  de- 
spite EPA  requests  that  such  hearings 
be  canceled. 

Mr.  President,  committed  to  acting 
on  a  bill  early  in  the  session,  to  avoid 
disruption  in  the  program,  the  Envi- 
ronment and  Public  Works  Committee 
acted  swiftly.  Under  the  leadership  of 
our  chairman.  Senator  Stafford,  and 
ranking  minority  member.  Senator 
Bentsen.  we  completed  action  on  a  Su- 
perfund bill  on  March  7,  1985.  The  bill 
was  then  referred  to  the  Senate  Fi- 
nance Committee,  where,  due  again  to 
administration  concerns,  final  consid- 
eration   was   delayed    until    May    23, 


1985.  Finally,  the  Senate  Judiciary 
Committee  requested  review  of  the 
bill,  and  completed  its  consideration  in 
June. 

Mr.  President,  despite  this  action  by 
the  three  committees,  the  Superfund 
bill  was  not  scheduled  for  consider- 
ation by  the  Senate  until  September 
17.  The  Senate  passed  S.  51  on  Sep- 
tember 24,  1985,  by  a  vote  of  86-13. 
This  was  1  week  before  taxing  author- 
ity was  to  expire  for  raising  funds  for 
the  program.  However,  Mr.  President, 
the  House  of  Representatives  did  not 
approve  a  Superfund  bill  until  Decem- 
ber 10,  1985.  The  Congress  recessed 
for  the  year  without  sending  a  final 
bill  to  the  White  House. 

Mr.  President,  when  we  returned  in 

1986,  conferees  were  appointed  by  the 
House,  and  what  was  to  be  one  of  the 
most  contentious,  hard  fought  confer- 
ences between  the  House  and  Senate 
in  recent  times,  began.  As  a  member  of 
that  conference,  I  was  determined  to 
ensure  that  we  produced  a  bill  that 
truly  addressed  the  threat  of  toxic 
wastes  in  my  State  and  throughout 
the  Nation. 

That's  why  I  fought  during  the  Su- 
perfund Conference  for  the  initiatives 
I  had  succeeded  in  having  included  in 
the  Senate  bill.  And  we  were  success- 
ful. In  July  the  Conference  agreed  to 
the  programmatic  provisions  of  the 
bill.  They  would  significantly  advance 
environmental  protection. 

The  conference  report  contains  a 
strong  Federal  right-to-know  program, 
which  I  sponsored,  which  is  modeled 
on  New  Jersey's  program.  The  right  to 
know  provisions  are  designed  to  give 
our  citizens  and  emergency  response 
personnel  the  information  they  need 
in  the  event  of  a  chemical  release,  and 
to  prevent  such  releases  from  occur- 
ring. I  also  successfully  pursued  a 
strong  radon  program  to  address  this 
serious  health  risk. 

Other  provisions  I  sponsored  are 
also  in  the  conference  report,  and  are 
important  to  New  Jersey.  The  provi- 
sions would: 

Overturn  the  Supreme  Court's 
Exxon  versus  Hunt  decision,  which 
would  preempt  State  taxing  authority 
for  State  spill  funds,  such  as  New  Jer- 
sey's. 

Uphold  the  Boonton  decision  allow- 
ing municipalities  to  sue  for  cost  re- 
covery under  the  same  Superfund  pro- 
visions available  to  States,  and  to  serve 
as  trustees  for  natural  resource  dam- 
ages. 

Require  the  replacement  of  house- 
hold, not  just  drinking  water,  at  sites 
with  water  contamination. 

Require  Federal  facilities  to  submit 
aimual  reports  to  Congress  on  the  haz- 
ards and  cleanup  progress  at  their 
sites. 

Allow  States  to  receive  Superfund 
funding  for  10  years  for  operation  and 
maintenance  costs  associated  with 
cleaning  up  surface  and  groundwater 


contaminated  at  Superfund  sites.  New 
Jersey  is  dotted  with  such  sites,  espe- 
cially in  the  South,  which  is  depend- 
ent on  groundwater  for  drinking  water 
supplies. 

Provide  for  State  credits  for  work 
done  at  Superfund  sites. 

Clarify  that  States  may  transfer 
funds  to  EPA  and  the  Army  Corps  of 
Engineers  on  an  incremental  basis  for 
cleanups,  and  that  States  be  credited 
with  interest  earned  prior  to  actual  ap- 
plication of  the  funds  as  the  work  pro- 
gresses. 

Provide  health  programs,  which  in- 
clude health  assessments  at  all  exist- 
ing NPL  sites  by  1988. 

To  ensure  that  we  do  not  lose  these 
and  other  important  provisions  in  the 
bill,  I  have  joined  in  supporting  this 
bill  today.  This  legislation  consists  of 
the  legislative  language  agreed  to  by 
the  programmatic  conferees  in  the 
conference  report  to  accompany  H.R. 
2005.  It  is  my  understanding  that  the 
report  language  to  accompany  this  bill 
will  consist  of  that  in  the  joint  explan- 
atory statement  of  the  committee  of 
the  conference  to  accompany  the  con- 
ference report  on  H.R.  2005. 

In  introducing  this  legislation  today, 
we  are  responding  to  the  pressing  need 
to  save  "the  programmatic  provisions  of 
the  Superfund  bill,  and  get  them  to 
the  President  for  his  signature,  should 
the  Superfund  tax  conferees  not  reach 
agreement.  Because  of  their  work  on 
tax  reform,  the  tax  conferees  have  not 
been  able  to  complete  the  finance  pro- 
visions of  the  Superfund  bill.  In  order 
to  ensure  that  we  do  not  sacrifice  all 
the  work  of  the  nontax  conferees,  we 
are  introducing  this  measure. 

Mr.  President,  I  want  to  emphasize 
that  in  cosponsoring  this  bill,  I  am  in 
no  way  deterred  from  my  commitment 
and  determination  to  see  a  complete 
Superfund  bill,  including  taxing  provi- 
sions, approved  by  the  Congress,  and 
signed  by  the  President.  We  need  equi- 
table Superfund  Tax  provisions  to  pro- 
vide the  full  $8.5  billion  authorized  in 
H.R.  2005  for  the  Superfund  program. 
Before  we  adjourn  this  session  of 
Congress,  we  must  reauthorize  Super- 
fund.  We  cannot  afford  to  lose  the  ad- 
vances incorporated  in  the  reauthor- 
ization legislation.  In  addition  to  the 
initiatives  I  have  already  mentioned, 
this  bill  includes  tough,  new  cleanup 
standards;  a  leaking  underground  stor- 
age tank  program;  and  research  and 
development  provisions,  which  include 
grants  for  establishing  university  haz- 
ardous substance  research  centers. 
These  R&D  provisions  can  provide 
funds  for  renovation  of  existing  build- 
ing, such  as  those  at  EPA's  Edison, 
New  Jersey  facility,  if  such  facilities 
are  used  for  joint  research  by  EPA  and 
the  consortium  of  universities  operat- 
ing the  National  Science  Foundation 
Industry/University  Cooperative  Cen- 
ter  for  Research  in  Hazardous  and 
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Toxic  Substances.  This  Consortium  is 
headquarted  at  the  New  Jersey  Insti- 
tute of  Technology.  We  cannot  afford 
to  lose  these  and  many  other  signifi- 
cant advances  in  environmental  pro- 
tection, agreed  to  by  the  conferees. 

To  ensure  that  these  provisions 
become  law,  we  must  get  a  bill,  consist- 
ing of  the  nontax  provisions  we  have 
agreed  to  in  conference,  to  the  Presi- 
dent, before  we  adjourn.  If  we  act 
quickly,  should  the  President  turn  his 
back  on  the  environment  and  veto  the 
bill,  we  will  be  able  to  override  that 
veto. 

That's  what  this  legislation  is  all 
about.  Making  sure  that  we  do  not  for- 
sake the  important  gains  of  the  Super- 
fund  conferees  and  of  this  Congress.  If 
the  tax  conferees  do  not  complete  the 
finance  provisions— and  I  sincerely 
hope  that  they  do— we  are  prepared  to 
move  ths  bill,  and  to  give  this  country 
the  Superfund  Program  that  it  needs. 


By  Mr.  DANFORTH  (for  him- 
self, Mr.  Chafee,  Mr.  Bentsen, 
Mr.    Wilson,    Mr.    Cranston, 
Mr.  Gore,  Mr.  Heinz  and  Mr. 
Sasser): 
S.  2842.  A  bill  to  encourage  the  use 
of  copy-code  scanners  on  digital  audio 
tape  recording  machines;  to  the  Com- 
mittee on  Finance. 

DIGITAL  AUDIO  TAPE  TARIFF  ACT 

•  Mr.  DANFORTH.  Mr.  President,  I 
am  today  introducing,  along  with  Sen- 
ators Chafee,  Bentsen,  Wilson,  Cran- 
ston, Gore,  Heinz,  and  Sasser,  a  tariff 
bill  designed  to  offer  an  interim  re- 
sponse to  the  urgent  threat  posed  by 
the  anticipated  introduction  of  digital 
audio  tape— DAT— recorders,  a  new 
technology  that  could  result  in  wide- 
spread pirating  of  prerecorded  music. 

Let  me  state  at  the  outset  that  we 
are  not  offering  this  measure  as  a  gen- 
eral solution  to  the  audio  home  taping 
problem,  a  complex  copyright  matter 
with  which  the  Congress  has  been 
struggling  for  the  last  5  years.  Rather, 
we  introduce  this  legislation  with  the 
intention  of  simply  preserving  the 
status  quo  until  Congress  has  an  op- 
portunity to  consider  a  comprehensive 
response  to  the  home  taping  issue. 

The  Judiciary  Committee  now  has 
pending  before  it  copyright  legislation 
dealing  with  the  home  taping  issue, 
but  there  is  a  serious  question  as  to 
whether  the  Congress  will  be  able  to 
act  on  that  legislation  in  the  time  re- 
maining before  adjournment.  Yet  a 
flood  of  imports  of  new  DAT  machines 
from  Japan  could  begin  at  any  time, 
causing  great  potential  damage  to  our 
music  industry,  and  undermining  Con- 
gress' effort  to  legislate  a  permanent 
solution  to  the  problem. 

Only  last  month,  the  administration, 
after  considerable  study,  stated  that 
they  intend  to  work  toward  a  solution 
to  the  audio  home  taping  problem; 
namely,  the  mandatory  installation  in 
new  tape  recorders  of  an  electronic 


chip— known  as  copy-code  scanners— 
that  can  prevent  the  taping  of  copy- 
righted recordings  that  are  encoded 
with  an  inaudible  signal.  In  its  state- 
ment before  the  Judiciary  Committee, 
the  administration  specifically  noted 
that  this  approach  was  particularly 
appropriate  as  a  response  to  the  new 
problem  posed  by  DAT  machines. 

Clearly,  if  this  approach  is  to  be  a 
part  of  any  congressional  solution,  it 
must  be  implemented  before  not  after, 
the  new  DAT  machines  flood  the  mar- 
ketplace. Accordingly,  our  legislation 
seeks  to  preserve  Congress'  legislative 
options  by  discouraging  the  importa- 
tion of  any  DAT  machines  that  are 
not  equipped  with  copy-code  scanners. 
The  bill  seeks  to  accomplish  this  by 
imposing  a  35-percent  duty  on  DAT 
machines  without  copy-code  scanners, 
and  the  current  tariff  rate  of  4.1  per- 
cent on  DAT  machines  that  are 
equipped  to  protect  unauthorized 
copying  of  copyrighted  recordings. 

I  am  advised  that  the  EEC  has  been 
moving  in  the  same  direction  in  at- 
tempting to  fashion  a  response  to  the 
new  DAT  technology.  The  EEC  is  seri- 
ously considering  legislation  or  regula- 
tions that  would  require  the  installa- 
tion of  copy-code  scanners  in  any  DAT 
machines  manufactured  in,  or  import- 
ed into,  the  Common  Market.  Indeed, 
I  understand  that  the  EEC  has  al- 
ready informally  notified  representa- 
tives of  MITI,  the  Japanese  trade  min- 
istry, that  such  a  requirement  is  likely 
to  be  imposed.  By  enacting  the  legisla- 
tion we  are  introducing  today,  the 
United  States  would  be  joining  forces 
with  the  European  nations  in  develop- 
ing a  unified  response  to  DAT.  Con- 
versely, should  the  United  States  fail 
to  act  promptly,  we  are  likely  to 
become,  by  default,  the  only  major 
market  for  the  Japanese  electronics 
manufacturers,  as  they  divert  their  ex- 
ports from  Europe  to  America. 

Mr.  President,  I  ask  that  the  bill  be 
printed  in  the  Record,  together  with 
an  article  that  recently  appeared  in 
Billboard  magazine. 

There  being  no  objection,  the  Mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2842 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

SECTION  1.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "Digital 
Audio  Tape  Tariff  Act  of  1986". 

SEC.  2.  DIGITAL  AIDIO  TAPE  RECORDERS. 

(a)  The  headnotes  to  part  5  of  schedule  6 
of  the  Tariff  Schedules  of  the  United  States 
are  amended  by  adding  at  the  end  thereof 
the  following  new  headnote: 

"7.  For  purposes  of  items  685.40  and 
685.41,  a  copy-code  scanner'  is  an  integrated 
electrical  circuit  or  system  of  circuitry 
which— 

"(a)  is  built  into  the  recording  mechanism 
of  an  audio  recording  device, 

"(b)  if  removed,  bypassed,  or  deactivated, 
would  render  inoperative  the  recording  ca- 
pability of  the  audio  recording  device. 


"(c)  is  capable  of  continuously  detecting, 
within  the  audio  frequency  range  of  3.500  to 
4,100  hertz,  a  notch  or  absence  of  sound  re- 
sulting from  the  removal  of  sound  signals, 
in  an  encoded  phonorecord.  and 

"(d)  upon  detecting  such  a  notch  or  ab- 
sence, is  capable  of  preventing  the  audio  re- 
cording device  from  recording  the  sounds 
embodied  in  the  encoded  phonorecord  by 
causing  the  recording  mechanism  of  the 
device  to  stop  recording  for  at  least  25  sec- 
onds.". 

(b)  Part  5  of  schedule  6  of  the  Tariff 
Schedules  of  the  United  States  is  amended— 

(1)  by  redesignating  items  685.41  and 
685.42  as  items  685.42  and  685.43.  respective- 
ly. 

(2)  by  striking  out  item  685.40  and  insert- 
ing in  lieu  thereof  the  following  new  items 
with  a  superior  heading  having  the  same 
degree  of  indentation  as  the  item  685.40 
that  is  strucit: 


e«5  40 
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(D) 
Free  (A*.  E. 
1). 

SEC.  3.  EFFECTIVE  DATE. 

(a)  In  General.— The  amendments  made 
by  this  Act  shall  apply  with  respect  to  arti- 
cles entered,  or  withdrawn  from  warehouse, 
for  consumption  after  the  date  that  is  15 
days  after  the  date  of  enactment  of  this  Art. 

(b)  Staged  Rate  Reductions^— 

( 1 )  The  rate  of  duty  in  column  number  1 
for  item  685.41  of  the  Tariff  Schedules  of 
the  United  States  shall  be  subject  to  all 
staged  rate  reductions  for  item  685.40  of 
such  Schedules  that— 

(A)  take  effect  after  the  date  of  enact- 
ment of  this  Act.  and 

(B)  were  proclaimed  by  the  President 
before  the  date  of  enactment  of  this  Act. 

(2)  The  rate  of  duty  in  column  number  1 
for  item  685.43  of  the  Tariff  Schedules  of 
the  United  States  shall  be  subject  to  all 
staged  rate  reductions  for  item  685.42  of 
such  Schedules  that— 

(A)  take  effect  after  the  date  of  enact- 
ment of  this  Act.  and 

(B)  were  prcxilaimed  by^^he  President 
before  the  date  of  enactment  of  this  Act. 

[Prom  the  Billboard,  Sept.  6.  1986] 

An  Open  Letter  to  Japan— Erasing  the 
Threat  of  Digital  Audio  Tape 

(By  Stanley  M.  Gortikov) 
An  "assissination"  is  in  the  making.  The 
targeted  victim  is  the  worlds  music  indus- 
try. The  assailants  are  Japan's  equipment 
makers.  The  chosen  weapon  is  DAT— digital 
audio  tap>e. 

You  of  Japan  invent  marvelous  machines, 
but  you  damn  those  who  fuel  them.  In  DAT 
you  have  built  a  system  for  rapturous 
sounds,  but  you  imperil  the  creators  of 
those  sounds. 

You  blithely  assume  that  our  music  for- 
ever will  flow  to  feed  your  mechanical  in- 
ventories. Yet,  you  deliberately  jeopardize 
musical  opportunities  .  .  .  limit  musical  ca- 
reers .  .  .  heighten  musical  risks  .  .  .  mini- 
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mize  musical  incentives  .  .  .  and  don't  care  if 
you  stifle  musical  sales. 

You  excel  in  design,  but  know  little  of 
fairness.  You  treasure  your  own  technical 
know-how.  but  demean  the  intellectual 
property  rights  of  others.  You  wish  to  im- 
plant and  spread  the  use  of  DAT.  but  you 
punitively  expect  to  ignore  all  potential 
harm  from  that  use. 

DAT  holds  fantastic  promise  in  its  con- 
cept: miniaturization  .  .  .  sound  .  .  .  porta- 
bility .  .  .  flexibility.  Those  qualities  could 
be  harnessed  for  the  l>enefit  of  all  of  us. 
However,  it  appears  that  the  intended  bene- 
ficiaries will  be  confined  to  you  who  make 
DAT  equipment,  plus  digital  tapers  whose 
stealing  you  would  facilitate. 

DAT's  intent  is  not  just  to  become  an- 
other (but  better)  medium  to  copy  our  in- 
dustry's recordings.  Instead.  DAT  literally 
will  clone  our  music,  making  perfect  replica- 
tions of  master  quality. 

The  creation  of  such  masters,  however,  is 
the  business  and  right  of  the  originators  of 
a  given  recording— certainly  not  the  right  of 
a  DAT  equipment  manufacturer,  or  of  DAT 
buyers. 

No  longer  should  you  ignore  the  source 
and  soul  of  our  recordings.  Whitney  Hous- 
ton, for  example,  sings  magnificently;  her 
voice  and  performance  are  hers,  not  yours. 
Bob  Dylan  writes  a  unique  song:  it  is  his, 
not  yours.  A<ScM  releases  a  fantastic  record- 
ing: it  is  A&M's  property,  not  yours. 

Neither  is  it  the  right  of  digital  tapers  to 
clone  onto  digital  audio  tape  Houston's 
voice  or  Dylan's  song  or  A&M's  record. 

A  recent  Billboad  commentary  on  DAT 
(Aug.  16),  authored  by  an  American  spokes- 
man for  one  Japanese  company,  acknowl- 
edged that  84  companies  has  "agreed  on  the 
specifics  of  the  medium  and  were  clearly 
aware  of  the  impact  that  DAT  might  have 
on  the  software  market." 

H  true,  then  why  your  deafeningly  silent 
refusal  to  address  the  underlying  intellectu- 
al property  issues? 

How  can  American  recording  companies 
blindly  trust  your  expection  that  everything 
somehow  will  turn  out  all  right,  if  only  they 
Individually  commit  their  catalogs  to  DAT. 
release  their  new  recorded  talent,  and  thus 
risk  all  their  assets? 

Your  country  overtly  demonstrates  that  it 
has  contempt  for  the  copyright  owners  of 
foreign  recordings.  You  allow,  for  example, 
2,400  record  rental  shops  to  operate  in  your 
country,  even  renting  CDs  for  home  taping 
for  a  fee  of  about  65  cents  per  day. 

Sure,  you  do  pemit  a  modest  rental  royal- 
ty for  Japanese  record  enterprises  .  .  .  but 
not  one  cent  i<M  the  American  companies  or 
performers  who  create  what  is  pilfered. 

With  DAT  waiting  in  the  wings,  ready  to 
invade  our  Iwrders,  we  have  no  choice  but  to 
be  suspicious  and  apprehensive.  We  can 
only  fear  that  we  are  perceived  as  just  an- 
other American  industry  to  be  trampled  on 
or  exploited  by  Japan. 

A  reasonable  music  industry  response  to 
DAT  equipment  has  already  been  intro- 
duced in  the  European  Ekronomic  Market 
countries.  This  is  a  legislative  Initiative  that 
calls  for  the  mandatory  inclusion  in  DAT  re- 
corders of  a  copy-code  chip  that  would 
thwart  the  duplication  of  compatibly  en- 
coded copyrighted  recordings.  This  low-cost 
copy-code  chip,  when  installed  within  the 
recording  circuitry,  would  "recognize"  en- 
coded copyrighted  recordings  and  would  de- 
cline to  record  them. 

Copying  of  non-encoded  and  noncopy- 
righted recordings  would  not  be  inhibited. 
Playback,  of  course,  aiso  would  not  be  af- 


fected. That  sensible  approach  merits  adop- 
tion in  the  U.S.  and  worldwide. 

Even  the  Reagan  Administration,  in 
recent  testimony  before  the  U.S.  Senate,  af- 
firmed that  the  problems  of  home  taping 
merit  a  legislative  solution.  Further,  the 
U.S.  Administration  called  for  the  mandato- 
ry use  of  an  antidumping  protection  system 
and  a  ban  on  the  manufacture,  sale,  or  im- 
portation of  equipment  without  decoder 
protection. 

It  is  not  too  late  for  p  constructive  about- 
face.  No  DAT  machine  has  yet  been  offered 
for  sale  here.  No  retailer  could  be  burdened 
with  unsold  inventory.  No  consumer  has  yet 
bought  DAT  equipment,  so  no  consumer 
would  be  encumbered  with  a  useless  invest- 
ment. 

Protective  U.S.  legislation  to  control 
DAT's  anticopyright  impact  could  be  mutu- 
ally beneficial.  With  copy-code  security  as- 
sured, we  also  would  not  need  to  seek  bans 
and  trade  sanctions.  A  prerecorded  DAT 
software  industry  could  then  flourish. 

Japan  has  achievable  options  for  immedi- 
ate action.  As  a  start,  talk  with  us,  do  not 
continue  to  shun  us.  Welcome  key  execu- 
tives of  American  companies  to  meet  to 
Japan  with  counterparts  in  DAT  equipment 
companies,  as  well  as  with  Japan's  Trade 
Ministry  (MITI).  Offer  us  your  proposals  to 
protect  our  property  and  our  talent. 

Consider,  rather  than  arbitrarily  reject, 
the  positive  aspects  of  the  copy-code  system. 
Allow  it  to  fulfill  DAT's  potential  while  as- 
suring security  for  musical  resources  and 
rights  owners. 

A  constructive  prerequisite  for  us  both  is 
modification  of  attitude.  We  would  prefer  to 
perceive  you  as  partner,  not  predator.  But 
we  need  a  positive  signal  from  you. 

You  must  find  a  way  to  accept  the  Ameri- 
can music  industry  as  your  opportunity,  not 
your  victim.* 

•  Mr.  CHAPEE.  Mr.  President,  I  am 
pleased  to  join  my  distinguished  col- 
league. Senator  Danforth,  as  an  origi- 
nal cosponsor  of  this  bill  crafted  to 
react  swiftly  to  an  immediate  and 
threatening  new  technology  which  will 
exacerbate  the  troublesome  problem 
of  home  taping  of  copyrighted  music. 
Home  taping  has  become  an  enormous 
problem  for  the  American  music  com- 
munity. Taping  presently  displaces 
about  one-third  of  the  industry's  sales. 

The  harmful  effects  of  home  taping 
are  felt  first  by  the  copyright  owners 
as  well  as  the  composers  of  music  and 
lyrics  who  rely  on  selling  their  prere- 
corded music.  But  everyone  who  lis- 
tens to  music  is  hurt  too,  because  in- 
evitably less  music  is  produced  as  a 
consequence.  Home  taping  can  also 
result  in  higher  record  prices,  because 
record  companies  will  be  forced  to 
spread  their  costs  of  production  over 
the  fewer  albums  that  are  sold.  In 
other  words,  those  who  buy  records 
will  pay  more,  so  that  those  who  tape 
can  pay  nothing. 

This  bill  addresses  only  one  type  of 
taping  equipment,  the  new  digital 
audio  tape  recorder  [DAT],  a  device 
which  will  permit  the  unauthorized 
duplication  of  absolutely  perfect 
sound  recordings.  The  DAT  is  the  tape 
version  of  compact  disc  technology. 
Only  blank  tapes  are  available  for  this 
DAT  machine;  obviously,  then,  it  can 


only  be  used  for  copying  phono 
records. 

I  do  not  expect  that  this  legislation 
will  resolve  the  copyright  problems  of 
home  taping.  Indeed  it  cannot.  As  my 
colleagues  are  aware.  House  and 
Senate  Judiciary  Committees  have 
been  grappling  with  this  issue,  and  I 
expect  that  the  100th  Congress  will  be 
presented  with  comprehensive  legisla- 
tion to  address  the  issue. 

This  tariff  bill,  however,  is  a  useful 
interim  step  to  take— a  trade  measure 
to  maintain  the  status  quo  pending 
full  congressional  consideration  of  this 
new  threat  to  copyrights  and  royalty 
rights  of  the  American  music  industry. 
First  the  bill  seeks  a  technological  so- 
lution to  this  technological  problem.  It 
encourages  the  installation  in  these 
new  tape  recorders  of  an  electronic 
chip  that  can  prevent  or  permit  the 
copying  of  a  particular  sound  record- 
ing depending  upon  the  presence  of  a 
corresponding  signal  on  the  recording 
itself.  The  bill  places  a  35-percent 
tariff  on  DAT  machines  without  such 
a  chip  and  a  much  lower  tariff  on 
those  with  the  chip. 

Second,  the  bill  sends  a  message  to 
the  Japanese  manufacturers  of  these 
machines  and  their  government.  The 
message  is  this:  The  Congress  of  the 
United  States  recognizes  that  the 
home  taping  of  American  music  is  a 
serious  problem  for  our  creative  com- 
munity—musicians and  lyricists.  We 
urge  the  parties  to  this  controversy  to 
work  together  to  present  us  with  a 
proposal  for  a  long-term  resolution  of 
this  problem, 

Mr.  President,  American  music  is 
one  of  the  Nation's  great  assets.  Our 
music  is  heard  around  the  world  and  it 
lives  only  because  of  the  vitality  and 
strength  of  our  copyright  and  trade 
laws.  As  has  been  well  documented, 
home  taping  has  caused  a  massive  dis- 
placement of  record  sales  and  has 
thereby  undermined  the  music  com- 
munity's ability  to  continue  to  produce 
the  diversified  music  that  has  been  a 
hallmark  of  the  American  musical  tra- 
dition. We  owe  it  to  our  music  conmiu- 
nity,  to  ourselves,  and  to  our  children 
as  cbnsumers  of  music  to  take  great 
care  that  the  exciting  new  technol- 
ogies, developed  solely  to  perform  our 
great  music,  come  into  the  market  in  a 
fair  way,  respectful  of  the  rights  of 
our  creators. 

For  once  we  have  the  opportunity  to 
deal  with  a  potential  problem  before  it 
becomes  unmanageable.  By  setting  up 
this  differential  tariff,  we  can  hope  to 
convince  exporters  to  our  market  to 
adopt  a  simple,  inexpensive,  and  equi- 
table solution  to  this  problem.* 
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By  Mr.  MATTINGLY: 
S.  2843.  A  bill  to  amend  the  Congres- 
sional Budget  Act  of  1974  to  minimize 
the  impact  on  State  and  local  govern- 
ments of  unexpected  provisions  of  leg- 
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islation proposing  the  imposition  of 
large  unfunded  costs  on  such  govern- 
ments, and  for  other  purposes;  to  the 
Committee  on  Rules  and  Administra- 
tion. 

PROHIBITION  AGAINST  CONSIDERATION  OF  LEG- 
ISLATION IMPOSING  LARGE  UNFUNDED  COSTS 
TO  STATE  AND  LOCAL  GOVERNMENTS 

•  Mr.  MATTINGLY.  Mr.  President, 
today  I  am  introducing  legislation 
which  addresses  a  serious  problem 
that  exists  in  the  congressional  deci- 
sionmaking process.  Specifically,  there 
is  a  growing  tendency  in  Congress  to 
address  desirable  national  policy  ob- 
jectives by  imposing  obligations  on 
State  and  local  governments  without 
providing  offsetting  Federal  funds. 

All  too  often,  these  "unfunded  man- 
dates" are  enacted  without  any  debate 
or  analysis  of  the  consequences  for 
State  and  local  governments.  Many  of 
these  legislative  initiatives  are  sound 
Federal  policy.  However,  it  is  irrespon- 
sible to  impose  new  costs  on  local  gov- 
ernments without  careful  analysis. 
Congress  accomplishes  very  little 
when  it  attempts  to  achieve  national 
objectives  with  no  consideration  of  the 
cost  that  this  imposes  on  our  State 
and  local  governments. 

The  legislation  I  am  introducing 
today  is  designed  to  ensure  that  Con- 
gress fully  recognizes  and  considers, 
prior  to  enactment,  the  impact  of  the 
major  new  costs  on  State  and  local 
governments.  It  would  create  a  point 
of  order,  waivable  under  the  rules  of 
each  House,  against  any  legislation 
creating  new  unfunded  obligations  of 
more  than  $50  million  annually.  The 
bill,  which  is  supported  by  the  Nation- 
al Governors'  Association  and  Nation- 
al Conference  of  State  Legislatures, 
would  albu  strengthen  the  existing  re- 
quirement that  the  Budget  Commit- 
tees analyze  the  effects  of  our  annual 
budget  resolutions  on  programs  affect- 
ing State  and  local  governments. 

I  believe  it  is  unfair  and  unwise  to 
reduce  Federal  aid  to  local  govern- 
ments without  a  corresponding  reduc- 
tion in  costly  bureaucratic  redtape  and 
federally  imposed  mandates.  It  is  time 
Congress  reduced  the  financial  bur- 
dens that  are  placed  upon  State  and 
local  governments.  I  urge  my  col- 
leagues to  join  me  in  this  effort.* 


By  Mr.  BOREN  (for  himself,  Mr. 

Melcher,     Mr.     Baucus,     Mr. 

Heflin,  Mr.  Abdnor,  and  Mr. 

Pryor): 
S.  2844.  A  bill  to  require  the  Secre- 
tary of  Agriculture  to  pay  restitution 
to  certain  cattle  producers  for  losses 
incurred  in  connection  with  the  sale  of 
cattle  during  a  period  in  which  exces- 
sive dairy  cattle  were  slaughtered 
under  the  whole-herd  buy-out  pro- 
gram; to  the  Committee  on  Agricul- 
ture, Nutrition,  and  Forestry. 

CATTLE  RESTITUTION  ACT 

Mr.     BOREN.    Mr.     President,     on 
behalf  of  Senator  Melcher,  Senator 


Baucus,  Senator  Heflin,  Senator 
Abdnor,  Senator  Pryor,  and  myself,  I 
am  introducing  today  a  bill  which  will 
require  the  Secretary  of  Agriculture  to 
pay  restitution  to  certain  cattle  pro- 
ducers for  losses  incurred  in  connected 
with  the  sale  of  cattle  during  the 
period  in  which  excessive  dairy  cattle 
were  slaughtered  under  the  Dairy  Ter- 
mination Program,  the  so-called 
whole-herd  buy-out  program. 

The  Food  Security  Act  of  1985  au- 
thorized a  program  whereby  milk  pro- 
ducers would  discontinue  their  dairy 
operations  in  exchange  for  payments. 

When  this  proposal  was  first  consid- 
ered, there  was  concern  about  the  pos- 
sible impact  the  whole-herd  buy-out 
could  have  on  the  cattle  market.  At 
the  time  the  program  was  included  in 
the  farm  bill,  we  took  adopted  to  pro- 
visions designed  to  assure  that  any  ad- 
verse effect  on  the  cattle  industry 
would  be  negligible.  First,  the  act  re- 
quired the  Secretary  to  provide  for  the 
orderly  and  timely  flow  of  cattle  that 
are  marketed  as  a  result  of  the  Dairy 
Program.  Further,  the  act  required 
the  Secretary  to  purchase  400  million 
pounds  of  red  meat  in  addition  to 
those  quantities  normally  purchased 
and  distributed  by  the  Department. 

Properly  administered,  the  Dairy 
Program  could  have  reduced  the  pro- 
duction of  milk  without  affecting  red 
meat  market  prices  at  the  same  time. 

However,  the  USDA  required  two- 
thirds  of  the  scheduled  dairy  slaught- 
erings to  occur  in  the  first  period  of 
the  program,  instead  of  spacing  them 
out  over  the  entire  life  of  the  program. 
In  fact,  in  my  home  State  of  Oklaho- 
ma. 74  percent  of  the  scheduled  dairy 
slaughterings  were  to  occur  during  the 
first  buy-out  period. 

Not  only  did  the  Department  of  Ag- 
riculture fail  to  carry  out  the  intent  of 
the  orderly  marketing  provisions  by 
frontloading  cattle,  they  also  failed  to 
implement  the  red  meat  purchase  plan 
on  a  timely  basis.  Even  though,  by  the 
Department's  own  estimates,  over 
44,000  dairy  cattle  had  been  exported 
and  96,000  slaughtered  prior  to  the 
program  announcement,  they  did  not 
begin  red  meat  purchases  until  the 
week  of  April  15.  At  that  time,  the  De- 
partment only  purchased  5.8  million 
pounds  of  red  meat,  which  was  ap- 
proximately equal  to  less  than  6  per- 
cent of  the  dairy  cattle  slaughtered  as 
of  that  date. 

The  effect  on  beef  markets  was  im- 
mediate and  disasterous.  Market  prices 
dropped  by  as  much  as  $10  per  hun- 
dredweight. 

For  States  like  Oklahoma  which 
have  a  substantial  cattle  feeding  in- 
dustry and  a  spring  wheat  cattle  mar- 
keting program,  the  decline  in  prices 
could  not  come  at  a  worse  time.  The 
market  price  fell  at  exactly  the  same 
time  that  Oklahoma  beef  producers 
normally  market  their  cattle.  For 
many    producers    in    Oklahoma    and 


other  States  with  similar  marketing 
patterns,  the  lower  prices  represented 
a  reduction  in  their  gross  sales  of  20  to 
25  percent. 

Mr.  President,  cattle  market  prices 
have  begun  to  stabilize  following  the 
Department  of  Agriculture's  gross  mis- 
management of  the  whole-herd  buy- 
out program  this  spring,  but  unfortu- 
nately, the  damage  has  already  been 
done  to  the  Nation's  farmers  and 
ranchers. 

The  Nation's  cattle  producers  had  to 
face  huge  losses  due  to  the  gross  mis- 
management which  could  easily  have 
been  avoided  if  the  Department  had 
followed  the  intent  of  Congress. 
Simply  put.  Government  negligence 
imposed  great  hardships  on  our  Na- 
tion's cattle  industry. 

Because  the  Department  of  Agricul- 
ture truly  ignored  the  intent  of  Con- 
gress and  completely  mismanaged  the 
whole-herd  buy-out,  I  believe  we  have 
an  obligation  to  provide  compensation 
to  the  cattle  producers  for  the  damage 
inflicted  upon  them. 

Mr.  President,  the  bill  I  am  introduc- 
ing today  will  provide  restitution  to 
cattle  producers  who  suffered  losses 
due  to  the  Department's  mishandling 
of  the  Dairy  Program.  The  Cattle  Res- 
titution Act  of  1986  would  provide 
cattle  producers  who  marketed  cattle 
between  March  28  and  June  30  with  a 
direct  payment.  The  payment  would 
be  $6  per  hundredweight,  based  on  the 
live  weight  of  the  cattle  at  the  time  of 
the  sale.  The  Secretary  would  have 
the  discretion  of  making  this  payment 
in  cash  or  with  commodities  held  by 
the  Commodity  Credit  Corporation. 

This  bill  is  similar  to  one  introduced 
yesterday  in  the  House  of  Representa- 
tive by  Oklahoma  Congressmen  Glenn 
English. 

Regretfully,  this  bill  will  not  come  in 
time  for  many  Oklahoma  cattlemen 
who  suffered  severe  losses  as  a  result 
of  this  program  and  were  forced  out  of 
business  this  year.  Perhaps,  though, 
some  producers  will  be  enabled  to 
remain  in  business  if  Congress  adopts 
this  proposal. 

I  urge  my  colleagues  to  join  in  sup- 
port of  this  legislation. 


By  Mrs.  KASSEBAUM  (for  her- 
self, Mr.  Hart,  Mr.  Armstrong, 
Mr.  Danforth.  Mr.  Dole,  Mr. 
Boren,      Mr.      Nickles,      Mr. 
Eagleton,  Mr.  Bingaman.  Mr. 
DoMENici,  and  Mr.  McClure): 
S.  2845.  A  bill  to  designate  the  Santa 
Fe  Trail  as  an  historic  trail  under  the 
National   Trails   System   Act;   to   the 
Committee  on  Energy  and  Natural  Re- 
sources. 

SANTA  FE  TRAIL  HISTORIC  TRAIL  STATUS 

Mrs.  KASSEBAUM.  Mr.  President, 
the  mass  migration  West  along  the 
California  and  Oregon  Trails  during 
the  mid-1800's  is  a  story  which  many 
Americans  study  with  great  interest. 
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admiration,  and  more  than  a  little 
awe.  Stories  have  been  handed  down 
from  generation  to  generation  about 
the  hardships  endured  by  men  and 
women  alike.  However,  their  journey 
along  the  trails  was  only  the  begin- 
ning, the  hard  part  was  taming  the 
land  and  transforming  it  into  what  is 
known  today  as  the  "Breadbasket  of 
the  World." 

Pew  people,  however,  realize  another 
trail  preceded  both  the  California  and 
Oregon  Trails  by  more  than  20  years. 
In  1821,  the  Santa  Fe  Trail,  one  of 
America's  great  trans-Mississippi  path- 
ways to  the  West,  was  opened,  and 
commerce  between  the  United  States 
and  Mexico  ballooned  into  a  million- 
dollar-a-year  business.  The  trail  was 
filled  with  caravans  of  freight  wagons 
headed  to  Santa  Fe,  NM,  and  poured 
Mexican  silver  and  raw  products  into 
the  marketplace  creating  an  economic 
boom  for  the  region. 

Because  I  feel  this  history  should  be 
preserved,  I  am  introducing  legislation 
which  gives  the  Santa  Fe  Trail  nation- 
al trail  status.  Senators  Hart,  Arm- 
strong. Danforth,  Dole,  Nickles, 
BoREN.  Eagleton,  Bingaman,  and  Do- 
HENici  are  joining  me  in  this  effort. 

An  identical  bill  was  passed  by  the 
House  of  Representatives  on  Septem- 
ber 16.  This  legislation  assures  the  rec- 
ognition of  current  land  uses  and  pro- 
tects the  landowner  from  property  ac- 
quisition. Further,  it  complies  with  the 
National  Trails  System  Act  and  re- 
quires the  Secretary  of  the  Interior  to 
submit  to  Congress  a  comprehensive 
management  and  use  plan  for  the  de- 
velopment of  the  trail,  including  the 
identification  of  all  significant  natu- 
ral, historical,  and  cultural  resources 
which  should  be  preserved. 

Right  now,  this  region  is  experienc- 
ing economic  problems  with  which  we 
are  all  too  familiar.  By  giving  this  trail 
national  status,  we  create  a  greater  po- 
tential for  economic  growth  by  in- 
creased tourism.  Followers  of  the  trail 
will  have  the  opportunity  to  retrace 
the  wagon  tracks  of  pioneer  mer- 
chants from  Missouri,  listen  to  the 
quiet  prairies  of  Kansas  and  Oklaho- 
ma, and  experience  the  breathtaking 
beauty  of  the  Colorado  and  New 
Mexico  mountains. 

Mr.  President,  giving  the  Santa  Fe 
Trail  national  trail  status  will  have 
two  very  positive  effects  upon  this 
region  and  the  United  States.  First,  it 
cannot  help  but  generate  an  interest 
by  more  people  to  explore  this  part 
of  their  national  history,  thereby 
prompting  increased  tourism.  And 
more  importantly,  the  legislation  com- 
memorates a  part  of  history  which  all 
Americans,  especially  those  of  us  who 
have  walked  along  the  trail,  are  espe- 
cially proud. 

Mr.  President.  I  ask  unanimous  con- 
sent that  the  full  text  of  this  legisla- 
tion be  printed  in  the  Record. 


There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2845 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of    the    United    States    of 
America  in  Congress  assembled, 

SECTION  1.  DESIGNATION. 

(a)  Designation.— Section  5(a)  of  the  Na- 
tional Trails  System  Act  (16  U.S.C.  1244(a)) 
is  amended  by  adding  the  following  new 
paragraph  at  the  end  thereof: 

(14)  The  Santa  Fe  National  Historic  Trail, 
a  trail  of  approximately  950  miles  from  a 
point  of  Old  Franklin,  Mi.ssouri.  through 
Kansas.  Oklahoma,  and  Colorado  to  Santa 
Fe,  New  Mexico,  as  generally  depicted  on  a 
map  entitled  'The  Santa  Fe  Trail"  con- 
tained in  the  Final  Report  of  the  Secretary 
of  the  Interior  pursuant  to  subsection  (b)  of 
this  section,  dated  July  1976.  The  map  shall 
be  on  file  and  available  for  public  inspection 
in  the  office  of  the  Director  of  the  National 
Park  Service.  Washington.  District  of  Co- 
lumbia. The  trail  shall  be  administered  by 
the  Secretary  of  the  Interior.  No  lands  or 
interests  therein  outside  the  exterior  bound- 
aries of  any  federally  administered  area 
may  be  acquired  by  the  Federal  Govern- 
ment for  the  Santa  Fe  Trail  except  with  the 
consent  of  the  owner  thereof.  Before  acquir- 
ing any  easement  or  entering  into  any  coop- 
erative agreement  with  a  private  landowner 
with  respect  to  the  trail,  the  Secretary  shall 
notify  the  landowner  of  the  potential  liabil- 
ity, if  any.  for  injury  to  the  public  resulting 
from  physical  conditions  which  may  be  on 
the  landowner's  land.  The  United  States 
shall  not  be  held  liable  by  reason  of  such 
notice  or  failure  to  provide  such  notice  to 
the  landowner.  So  that  significant  route 
segments  and  sites  recognized  as  associated 
with  the  Santa  Fe  Trail  may  be  distin- 
guished by  suitable  markers,  the  Secretary 
of  the  Interior  is  authorized  to  accept  the 
donation  of  suitable  markers  for  placement 
at  appropriate  locations. 

(b)  Authorization  of  Appropriations.— 
Section  lC(c>(2)  of  such  Act  (16  U.S.C. 
1249(c)(2))  is  amended  by  striking  out  •(13) " 
and  inserting  in  lieu  thereof  '(H)". 

Mr.  HART.  Mr.  President,  no  three 
words  evoke  the  spirit  of  the  American 
West  more  vividly  than  the  words 
"Sante  Fe  Trail. " 

When  Congress  passed  the  National 
Trails  System  Act  and  created  the  his- 
toric trail  designation,  it  sought  to 
commemorate  the  courage  and  sacri- 
fice of  those  who  opened  the  West  to 
commerce  and  settlement.  The  many 
trails  that  led  America  westward  are 
rich  in  such  courage  and  sacrifice,  and 
surely  none  is  richer  than  the  Sante 
Fe. 

Earlier  this  week,  the  House  of  Re- 
presenatatives  approved  this  designa- 
tion. At  the  time,  one  of  the  sponsors 
observed  that  most  Americans  prob- 
ably assume  the  Sante  Fe  already 
enjoys  historic  status.  Indeed,  it  is 
time  that  it  did. 

The  bill  we  introduce  today  has  been 
written  to  protect  the  rights  of  private 
property  owners,  as  well  as  the  integri- 
ty of  the  trail.  This  Senator  is  pleased 
to  join  in  introducing  it  and  urging  its 
early  approval. 


Along  these  950  miles— stretching 
from  Old  Franklin.  MO  through  the 
territories  of  Kansas.  Oklahoma  and 
Colorado— coursed  the  hopes  and  aspi- 
rations of  our  national  spirit.  At  its 
peak  before  the  Civil  War,  several 
thousands  of  traders  and  settlers  used 
the  trail  within  a  single  year. 

The  Sante  Fe  was  truly  a  pioneering 
trail.  Even  as  Lewis  and  Clark  ex- 
plored their  way  to  the  Pacific  in  the 
early  years  of  the  19th  century,  other 
pathfinders  were  working  their  way 
from  the  Mississippi  River,  across  the 
plains  and  into  the  American  south- 
west. By  1821,  William  Becknell  of 
Missouri  had  traced  the  route  that 
would  become  the  trail's  main  trunk. 

In  the  following  year,  Becknell  sub- 
stituted wagons  for  packhorses,  usher- 
ing in  the  era  of  wagon  trains— an  en- 
during symbol  of  our  Nation's  expan- 
sion. 

Becknell's  route  reached  west  and 
then  turned  south  along  three 
branches,  two  of  which  crossed  the 
territory  that  became  Colorado.  The 
wagon  trains  took  West  the  tools  nec- 
essary to  build  a  modern  economy. 
They  brought  back  silver,  furs,  and  a 
new  creature  that  came  to  be  known 
as  the  Missouri  mule. 

The  trail  enjoyed  a  leading  role  until 
the  advent  of  the  railroads  in  the 
1880's.  The  Sante  Fe  passed  into  histo- 
ry, then,  nearly  a  century  ago.  Yet 
even  today,  in  a  few  isolated  areas,  the 
old  wagon  ruts  can  still  be  discerned  in 
the  terrain. 

The  travelers  of  the  Sante  Fe  Trail 
risked  more  than  their  possessions  in 
making  this  journey.  The  way  was  ar- 
duous, the  risks  were  real.  By  granting 
this  trail  historic  status,  we  not  only 
honor  its  contribution  to  our  national 
success,  we  honor  those  individual 
men  and  women  who  paid  the  cost. 

Nineteen  sites  along  this  trail  have 
been  selected  for  the  National  Historic 
Landmark  Program.  Interest  in  the 
trail  has  been  heightened  by  such  pro- 
grams as  the  three-day  seminar  held 
this  month  at  Trinidad  State  Junior 
College  in  Colorado— attended  by 
more  than  200  scholars  and  history  en- 
thusiasts from  the  States  along  the 
trail. 

With  formal  designation,  we  pro- 
mote this  interest.  We  encourage  more 
Americans  to  visit  this  part  of  their 
country  and  heritage.  Most  of  all,  we 
salute  the  brave  men  and  woman  who 
brought  this  trail  to  life.  Let  the  mark 
they  made  on  our  history  be  remem- 
bered long  after  the  last  marks  of  the 
trail  have  faded  into  the  earth. 

Mr.  BINGAMAN.  Mr.  President,  I 
am  pleased  to  add  my  name  as  an 
original  cosponsor  of  the  legislation  in- 
troduced today  by  my  distinguished 
colleague  from  Kansas  to  designate 
the  Santa  Fe  Trail  as  a  national  his- 
toric trail. 
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I  would  like  to  point  out  that  similar 
legislation,  introduced  by  my  distin- 
guished colleague  from  New  Mexico. 
Congressman  Richardson,  has  already 
been  passed  by  the  House  of  Repre- 
sentatives. H.R.  4794,  as  reported  by 
the  House  Interior  Committee,  passed 
the  House  of  Representatives  yester- 
day under  the  Consent  Calendar. 

Both  the  House-passed  bill  and  the 
Senate  legislation  would  grant  histori- 
cal status  to  the  920-mile  Santa  Fe 
Trail.  The  trail  begins  in  Independ- 
ence, MO,  continues  through  Kansas, 
Oklahoma,  and  Colorado,  and  ends  in 
New  Mexico.  One  route  of  the  trail  in 
New  Mexico  goes  through  Raton  to 
Cimarron,  Taos,  Port  Union,  La  Junta 
(now  Watrous),  Las  Vegas,  across  the 
Pecos  River  through  Glorieta  Pass  and 
into  Santa  Fe.  The  other  route  carried 
travelers  from  Oklahoma,  through 
eastern  New  Mexico  to  the  Canadian 
Cross,  through  Wagon  Mound,  La 
Junta  (Watrous),  Las  Vegas,  the  Glor- 
ieta Pass  and  into  Santa  Fe. 

The  Santa  Fe  Trail,  opened  in  1821, 
became  one  of  the  great  trans-Missis- 
sippi pathways  to  the  American  West. 
It  was  once  the  major  overland  route 
between  the  central  United  States  and 
the  Western  frontier. 

This  celebrated  overland  route  is 
rich  in  historic  and  cultural  value.  It 
not  only  played  a  central  role  in  the 
expansion  of  the  West,  but  it  was  a 
major  thoroughfare  for  commerce  be- 
tween the  United  States  and  the  Re- 
public of  Mexico. 

The  historic  trail  designation  would 
help  to  preserve  the  trail  and  be  a 
spur  to  increased  tourism  in  New 
Mexico  and  elsewhere.  According  to 
the  New  Mexico  Economic  Develop- 
ment and  Tourism  Department,  the 
trail  designation  would  mean  an  addi- 
tional $160,000  for  the  travel  industry 
annually  in  Northeast  New  Mexico, 
particularly  in  economically  depressed 
Colfax,  Mora,  and  San  Miguel  coun- 
ties. 

The  designation  would  also  be  a 
great  distinction  for  the  trail  and  the 
State,  since  the  national  historic  trail 
status  is  shared  by  only  two  other 
trails  in  America,  the  Oregon  and  Cali- 
fornia Trails.  The  legislation  complies 
with  the  National  Trails  System  Act. 
which  requires  the  Secretary  of  the 
Interior  to  submit  to  Congress  a.  com- 
prehensive management  and  use  plan 
before  requesting  funding. 

The  legislation  is  also  carefully 
crafted  not  to  disturb  the  land  rights 
of  individual  landowners.  The  bill,  as 
drafted,  insures  that  no  private  land 
would  be  appropriated  for  the  trail 
without  the  consent  of  the  landowner. 
In  addition,  before  acquiring  any  ease- 
ment or  entering  into  any  cooperative 
agreement  with  a  private  landowner, 
the  Secretary  would  be  required  to 
notify  the  landowners  of  the  potential 
liability  for  public  injury  from  physi- 


cal conditions  that  may  exist  on  the 
landowner's  land. 

The  Santa  Fe  Trail  is  the  last  major 
overland  wagon  road  to  be  considered 
for  national  historic  trail  designation. 
I  feel  it  particularly  deserving  of  this 
distinction.  Passage  of  this  bill  would 
preserve  and  protect  the  trail.  It  would 
bring  needed  tourism  to  rural  areas  of 
New  Mexico  and  other  States.  And  it 
has  strong  local  community  support. 

I  encourage  my  colleagues  to  sup- 
port this  worthwile  legislation. 

Thank  you,  Mr.  President. 


By  Mr.  GRASSLEY  (for  himself 
and  Mrs.  Hawkins): 
S.  2846.  A  bill  to  provide  for  research 
concerning  Alzheimer's  disease  and  re- 
lated dementias;  to  the  Committee  on 
Labor  and  Human  Resources. 

ALZHEIMER'S  DISEASE  AND  RELATED  DEMENTIAS 
SERVICES  RESEARCH  ACT  OF  1986 

•  Mr.  GRASSLEY.  Mr.  President, 
today  I  am  introducing  a  bill  which,  if 
passed,  will  provide  authority  for  the 
support  of  services  relevant  research 
on  Alzheimer's  disease,  upgrade  the 
coordination  in  the  Department  of 
Health  and  Human  Services  of  all  re- 
search on  Alzheimer's  disease,  and  will 
improve  dissemination  of  information 
about  Alzheimer's  disease  and  about 
services  available  for  the  care  of  those 
who  have  it.  The  bill  was  introduced  in 
the  House  of  Representatives  yester- 
day by  Representative  Snowe.  My  col- 
league, Mrs.  Hawkins,  joins  me  as  a 
cosponsor  of  this  bill. 

Mr.  F>resident,  as  most  of  my  col- 
leagues know,  Alzheimer's  disease  is 
terribly  costly.  An  estimated  1.5  mil- 
lion people  have  severe  dementia  and 
another  1  to  5  million  have  mild  to 
moderate  dementia.  The  emotional 
burden  on  the  families  of  those  with 
Alzheimer's  disease  is  heavy  and  de- 
structive. The  financial  cost  is  great; 
some  estimates  of  the  direct  cost  to 
the  Nation  of  caring  for  Alzheimer's 
disease  and  other  dementia  victims 
run  as  high  as  $40  billion.  Recently,  at 
a  hearing  on  Alzheimer's  disease  of 
the  Subcommittee  on  Aging,  a  witness 
from  the  Office  of  Technology  Assess- 
ment estimated  that  people  with  de- 
mentia constitute  probably  somewhere 
between  60  and  70  percent  of  those 
who  stay  in  nursing  homes  longer 
than  3  months.  As  invariably  noted, 
correctly,  in  discussions  of  dementia, 
the  number  of  those  with  it  will  in- 
crease. By  the  year  2000.  it  is  estimat- 
ed that  the  number  of  those  with 
severe  dementia  will  increase  by  60 
percent. 

At  the  same  time.  Mr.  President,  al- 
though our  effort  in  biomedical  re- 
search on  Alzheimer's  disease  and  re- 
lated dementias  is  up  and  running,  our 
effort  directed  to  better  understanding 
how  to  take  care  of  people  with  Alz- 
heimer s  disease  is  the  here  and  now— 
on  services  relevant  research,  in  other 
words— is  minimal.  In  a  survey  of  rele- 


vant Federal  agencies  conducted  by 
the  subcommittee,  we  found  that,  in 
contrast  to  the  $50  million  being  spent 
for  basic  biomedical  research,  only 
about  $500,000  to  $1  million  is  being 
spent  on  services  relevant  research  fo- 
cused on  those  with  dementia.  It  is 
true  that  these  figures  do  not  include 
research  on  long-term  care  systems 
which  may  have  implications  for 
caring  for  people  with  Alzheimer's  dis- 
ease; they  include  research  specific  to 
caring  for  Alzheimer's  disease  victims. 
While  we  must  look  to  biomedical  re- 
search for  eventual  solutions  to  the 
problem  of  Alzheimer's  disease  and  re- 
lated dementias,  we  must  look  to  serv- 
ices relevant  research  to  help  us  better 
understand  how  to  take  care  of  the 
great  numbers  of  people  who  are  pres- 
ently afflicted  with  dementia. 

In  order  to  look  into  this  situation, 
earlier  this  year  the  Subcommittee  on 
Aging,  of  which  I  am  the  chairman, 
held  two  workshops  on  Alzheimer's 
disease.  One  workshop  was  devoted  to 
"Health  Services  Research  Related  to 
Dementia"  and  the  other  to  "Financ- 
ing Care  for  Patients  With  Alzhei- 
mer's Disease  and  Related  Disorders." 
The  Subcommittee  on  Human  Services 
of  the  House  Select  Committee  on 
Aging,  the  Office  of  Technology  As- 
sessment, and  the  Alzheimer's  Disease 
and  Related  Disorders  Association 
joined  the  subcommittee  in  sponsoring 
these  workshops.  In  addition,  nine 
other  Senators  and  seven  Members  of 
Congress  joined  us  as  cosponsors.  The 
participants  in  these  workshops  were 
very  knowledgeable  people  chosen  for 
the  sponsors  by  the  Office  of  Technol- 
ogy Assessment  which  has  underway  a 
major  project  of  Alzheimer's  disease. 
In  each  case,  they  devoted  one  day  to 
a  disciplined  discussion  of  key  issues. 

What  emerged  clearly  from  both  of 
these  workshops  is  that  we  are  not  in 
a  position  to  answer  most  of  the  ques- 
tions we  have  to  answer  before  we  can 
make  sensible  policy  for  caring  for 
those  with  Alzheimer's  disease  or  re- 
lated dementias  or  for  keeping  the 
families,  on  which  the  greatest  burden 
falls,  involved  in  caring  for  their  rela- 
tives who  have  this  disease.  Even  such 
simple  questions  as  "How  many  people 
have  dementia?"  "What  is  the  cost  of 
dementia?"  and  "What  is  the  preva- 
lence of  dementia  in  nursing  homes?" 
Despite  my  presentation  earlier  in  this 
statement  of  numbers  which  purport 
to  answer  these  questions,  probably 
cannot  be  answered  with  precision. 
Others  which  cannot  be  answered 
with  confidence  include:  How  reliable 
are  the  diagnostic  tools  presently 
available  for  dementia  patients?  What 
is  the  course  of  illness  for  most  of  the 
dementias,  and  how  does  the  course  of 
illness  relate  to  service  needs?  Is  the 
burden  of  caring  for  patients  with  de- 
mentia more  severe  than  for  other  dis- 
orders? Does  special  care  for  patients 
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with  dementia  reduce  disability? 
Would  improving  the  care  of  people 
with  dementia  cost  more  than  current 
methods?  Are  those  with  dementia 
more  expensive  to  care  for?  Should 
quality  assurance  programs  in  nursing 
homes  and  other  settings  in  which  de- 
mentia victims  are  cared  for  be  orga- 
nized differently  than  for  other  pa- 
tients? Many  other  questions  were  ad- 
dressed at  the  "Workshop  on  Services 
Relevant  Research  on  Alzheimer's  Dis- 
ease and  Related  Dementias." 

The  second  workshop  sponsored  by 
the  subcommittee,  "Financing  Care 
for  Patients  With  Alzheimer's  Disease 
and  Related  Disorders,"  also  conclud- 
ed that  additional  research  was  essen- 
tial if  we  are  to  make  sensible  policy  in 
this  area.  In  a  background  and  sum- 
mary paper  written  for  the  subcom- 
mittee. Dr.  Karen  Davis  of  Johns  Hop- 
kins Universiisty,  in  the  course  of  sum- 
marizing discussion  at  the  workshop, 
noted: 

•  •  •  concern  about  the  potential  budget- 
ary impact  of  policy  intiatives  to  provide  as- 
sistance to  Alzheimer's  patients  and  their 
families  is  a  major  barrier  to  action.  Con- 
tinuing efforts  to  obtain  more  precise  esti- 
mates of  prevalence  of  Alzheimer's  patients 
by  degree  of  impairment  sources  and  extent 
of  informal  •  •  •  support,  utilization  of 
health  and  long-term  care  services,  cost  of 
providing  health  and  long-term  care  serv- 
ices, and  distribution  of  expenditures  by 
type  of  patient,  type  of  service,  and  source 
of  financing  should  all  be  important  ele- 
ments of  future  research  efforts. 

The  bill  I  am  introducing  today  au- 
thorizes annually  $2  million  each  for 
the  National  Itistitute  on  Aging,  the 
National  Institute  of  Mental  Health, 
and  the  National  Center  for  Health 
Services  research  for  the  support  of 
services  relevant  research  which  falls 
within  the  general  mandate  of  each 
agency. 

In  addition,  the  bill  would  authorize 
the  existing  Secretary's  Task  Force  on 
Alzheimer's  Disease,  created  adminis- 
tratively by  Secretary  Heckler  and 
continued  under  Secretary  Bowen. 
The  bill  gives  the  same  mandate  to  the 
task  force  as  that  given  it  by  Secretary 
Heckler,  but  also  requires  it  to  report 
to  the  Congress  and  the  public  at  least 
annually  and  requires  it  to  assist  the 
three  agencies  in  the  development  of  a 
plan  for  the  expenditure  of  the  $6  mil- 
lion authorized  for  services  relevant 
research.  No  additional  funds  are  pro- 
vided for  the  task  force.  By  authoriz- 
ing the  Secretary's  Task  Force  on  Alz- 
heimer's Disease  as  a  Council  of  the 
Department  for  the  5-year  authoriza- 
tion period,  we  will  increase  the  status 
of,  and  emphasis  placed  on,  the  prob- 
lem of  Alzheimer's  disease  in  the  De- 
partment. 

The  present  task  force  has  worked 
well  and  has  certainly  made  an  impor- 
tant contribution  to  the  increased  em- 
phasis placed  on  Alzheimer's  disease 
and  related  dementias  in  recent  years; 
the  authorization  of  this  Council  by 


the  Congress  and  the  requirement 
that  it  report  annually  to  the  Con- 
gress and  the  public  will  serve  to  rein- 
force the  high  priority  which  should 
be  placed  by  the  Department  on  deal- 
ing with  dementia  and  the  problems  it 
creates.  This  Council  would  also  be  re- 
quired to  assist  the  National  Institute 
on  Aging,  the  National  Institute  of 
Mental  Health  and  the  National 
Center  for  Health  Services  Research 
in  making  the  plan  they  will  be  re- 
quired to  make  prior  to  spending  any 
of  the  money  authorized  by  this  bill.  I 
hope  that  this  provision  will  help  to 
assure  that  there  is  adequate  coordina- 
tion within  the  Department  of  the  re- 
search activities  related  to  Alzheimer's 
disease. 

Finally,  the  bill  would  authorize  the 
National  Institute  on  Aging  to  spend 
$1.5  million  for  the  dissemination  of 
information  about  current  research  ef- 
forts in  the  Federal  Government  and 
about  services  available  for  the  care  of 
people  with  Alzheimer's  disease. 

The  bill  authorizes  all  the  activities 
I  have  described  for  5  years,  1987-91; 
funds  would  be  provided,  however,  for 
4  years,  1988-91. 

Mr.  President,  I  think  the  program 
contemplated  by  the  bill  I  am  intro- 
ducing today,  for  a  relatively  small 
amount  of  money,  can  help  us  get  an- 
swers to  some  of  the  key  questions 
that  stand  in  the  way  of  improving  the 
treatment  of  these  Alzheimer's  vic- 
tims. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  text  of  the  bill  be  print- 
ed in  the  Record  after  my  statement. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2846 
Be  it  enacted  by  the  Senate  and  House  of 
Respresentatives  of  the  United  States  of 
America  in  Congress  assembled.  That  this 
Act  may  be  cited  as  the  "Alzheimer's  Dis- 
ease and  Related  Dementias  Services  Re- 
search Act  of  1986". 

FINDINGS 

Sec  2.  The  Congress  finds  that— 

(1)  best  estimates  indicate  that  between 
2,000.000  and  3,000.000  Americans  presently 
have  Alzheimer's  disease  or  related  demen- 
tias: 

(2)  estimates  of  the  number  of  individuals 
afflicted  with  Alzheimer's  disease  and  relat- 
ed dementias  are  unreliable  because  current 
diagnostic  procedures  lack  accuracy  and 
sensitivity  and  because  there  is  a  need  for 
epidemiological  data  on  incidence  and  prev- 
alence of  such  disease  and  dementias: 

(3)  studies  estimate  that  between  one-half 
and  two-thirds  of  patients  in  nursing  homes 
meet  the  clinical  and  mental  status  criteria 
for  dementia: 

(4)  the  care  for  patients  with  Alzheimer's 
disease  and  related  dementias  falls  primari- 
ly on  their  families,  and  such  care  is  very 
often  financially  and  emotionally  devastat- 
ing: 

(5)  the  cost  of  caring  for  patients  with  Alz- 
heimer's disease  and  related  dementias  is 
great  and  conservative  estimates  range  be- 
tween $38,000,000,000  and  $42,000,000,000 
per  year  solely  for  direct  costs: 


(6)  although  substantial  progress  has  been 
made  in  recent  years  in  identifying  possible 
leads  to  the  causes  of  Alzheimer's  disease 
and  related  dementias  and  more  progress 
can  be  expected  in  the  near  future,  there  is 
little  likelihood  of  a  breakthrough  in  the 
foreseeable  future  which  would  eliminate  or 
substantially  reduce  the  number  of  patients 
with  such  disease  and  dementias  or  the  dif- 
ficulties of  caring  for  such  patients: 

(7)  attempts  to  reduce  the  emotional  and 
financial  burden  of  caring  for  demential  pa- 
tients is  impeded  by  a  lack  of  knowledge 
about  such  patients,  how  to  care  for  such 
patients,  the  costs  associated  with  such  care, 
the  effectiveness  of  various  modes  of  care, 
the  quality  and  type  of  care  necessary  at 
various  stages  of  the  disease,  and  other  ap- 
propriate services  that  are  needed  to  pro- 
vide quality  care: 

(8)  the  results  of  the  little  research  that 
has  been  undertaken  concerning  dementia 
has  been  inadequate  or  the  results  have  not 
been  widely  disseminated: 

(9)  more  knowledge  is  needed  concern- 
ing— 

(A)  the  epidemiology  of,  and  the  identifi- 
cation of  risk  factors  for,  Alzheimer's  dis- 
ease and  related  dementias: 

(B)  the  development  and  evaluation  of  re- 
liable and  valid  multidimensional  diagnostic 
and  assessment  procedures  and  instruments: 

(C)  the  understanding  of  the  optimal 
range  and  cost-effectiveness  of  community 
and  institutional  services  for  patients  with 
Alzheimer's  disease  and  related  dementias 
and  their  families,  particularly  with  respect 
to  the  design,  delivery,  staffing,  and  mix  of 
such  services  and  with  respect  to  the  rela- 
tionship of  formal  to  informal  support  serv- 
ices: 

(D)  the  understanding  of  optimal  methods 
to  combine  formal  support  services  by 
health  care  professionals  with  informal  sup- 
port services  provided  by  family,  friends, 
and  neighbors  of  patients  with  Alzheimer's 
disease,  and  the  identification  of  ways 
family  caregivers  can  be  sustained  through 
interventions  to  reduce  psychological  and 
social  problems  and  physical  problems  in- 
duced by  stress: 

(E)  existing  data  that  are  relevant  to  Alz- 
heimer's disease  and  related  dementias:  and 

(F)  the  costs  incurred  in  caring  for  pa- 
tients with  Alzheimer's  disease  and  related 
dementias:  and 

(10)  it  is  imperative  to  provide  appropriate 
coordination  of  the  efforts  of  the  Federal 
Government  in  the  provision  of  services  for 
patients  with  Alzheimer's  disease  and  relat- 
ed dementias. 

TITLE  I— COUNCIL  ON  ALZHEIMER'S 
DISEASE 

ESTABLISHMENT 

Sec.  101.  (a)  There  is  established  in  the 
Department  of  Health  and  Human  Services 
(hereinafter  referred  to  as  the  "Depart- 
ment") the  Council  on  Alzheimer's  disease 
(hereinafter  referred  to  as  the  "Council"). 
The  Council  shall  be  composed  of— 

(1)  the  Assistant  Secretary  for  Health; 

(2)  the  Surgeon  General  of  the  United 
States: 

(3)  the  Assistant  SecreUry  for  Planning 
and  Evaluation: 

(4)  the  Director  of  the  National  Institute 
of  Allergy  and  Infectious  Diseases: 

(5)  the  Director  of  the  National  Institute 
of  Mental  Health: 

(6)  the  Director  of  the  National  Institute 
of  Neurological  and  Communicative  Dis- 
eases and  Stroke: 
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(7)  the  Director  of  the  National  Institute 
on  Aging: 

(8)  the  Commissioner  of  the  Administra- 
tion on  Aging; 

(9)  the  Administrator  of  the  Health  Care 
Financing  Administration  <or  the  designee 
of  such  Administrator); 

(10)  the  Director  of  the  National  Center 
for  Health  Services  Research  and  Health 
Care  Technology  Assessment; 

(U)  the  Administrator  of  Veterans'  Af- 
fairs (or  the  designee  of  such  Administra- 
tor); and 

(12)  such  additional  members  as  the  Sec- 
retary of  Health  and  Human  Services  (here- 
inafter referred  to  as  the  "Secretary")  con- 
siders appropriate. 

(b)  The  Secretary  shall  select  a  Chairman 
for  the  Council  from  among  its  members. 

(c)  A  majority  of  the  members  of  the 
Council  shall  constitute  a  quorum,  but  a 
lesser  number  may  hold  hearings. 

(d)  The  Council  shall  meet  periodically  at 
the  call  of  the  Chairman,  but  not  less  than 
twice  each  year. 

(e)  The  Secretary  shall  appoint  an  Execu- 
tive Secretary  for  the  Council  and  shall  pro- 
vide the  Council  with  such  additional  ad- 
ministrative staff  and  support  as  may  be 
necessary  to  enable  the  Council  to  carry  out 
its  functions. 

FUNCTIONS 

Sec  102.  (a)  The  Council  shall— 

(1)  coordinate  continuing  research  con- 
ducted by  or  through  the  Department  on 
Alzheimer's  diseEise  and  related  dementias; 

(2)  establish  a  mechanism  for  the  sharing 
of  information  among  all  officers  and  em- 
ployees of  the  Department  involved  in  car- 
rying out  programs  serving  elderly  individ- 
uals; 

(3)  identify  the  most  promising  areas  of 
research  concerning  Alzheimer's  disease  and 
related  dementias; 

(4)  establish  mechanisms  to  use  the  re- 
sults of  research  concerning  Alzheimer's  dis- 
ease and  related  dementias  in  the  develop- 
ment of  policies,  programs,  and  means  to 
improve  the  quality  of  life  for  older  Ameri- 
cans; and 

(5)  assist  the  National  Institute  on  Aging. 
National  •  Institute  of  Mental  Health,  and 
the  National  Center  for  Health  Services  Re- 
search and  Health  Care  Technology  Assess- 
ment in  developing  and  coordinating  the 
plans  for  research  required  under  titles  II. 
Ill,  and  IV,  and  in  making  revisions  in  such 
plans. 

(b)(1)  Not  later  than  9  months  after  the 
date  of  enactment  of  this  Act,  the  Council 
shall  transmit  to  the  Congress  and  make 
available  to  the  public  a  report  detailing  the 
plans  for  research  prepared  by  the  National 
Institute  on  Aging,  the  National  Institute  of 
Mental  Health,  and  the  National  Center  for 
Health  Service  Research  and  Health  Care 
Technology  Assessment  under  titles  II,  III, 
and  IV.  Such  report  shall— 

(A)  describe,  insofar  as  feasible,  the  activi- 
ties to  be  carried  out  under  such  titles 
during  each  of  the  fiscal  years  1987,  1988, 
1989,  1990.  and  1991;  and 

(B)  ensure  that  activities  carried  out 
under  such  titles  are  coordinated  with,  and 
use,  to  the  maximum  extent  feasible,  the  re- 
sources of.  other  Federal  programs  relating 
to  Alzheimer's  disease  and  related  demen- 
tias, including  centers  supported  under  sec- 
tion 445  of  the  Public  Health  Service  act, 
centers  supported  by  the  National  Institute 
of  Mental  Health  on  psychopathology  of 
the  elderly,  relevant  activities  of  the  Admin- 
istration on  Aging,  other  centers  supported 
by  Federal  funds  involved  in  research  on 


Alzheimer's  disease  and  related  dementias, 
and  other  programs  relating  to  Alzheimer's 
disease  and  related  dementias  which  are 
planned  or  conducted  by  Federal  agencies 
other  than  the  Department. 

(2)  Within  1  year  after  the  date  on  which 
the  report  required  by  paragraph  (1)  is 
transmitted  to  the  Congress,  and  annually 
thereafter,  the  Council  shall  transmit  to  the 
Congress,  and  make  available  to  the  public, 
a  report  on— 

(A)  the  revisions  made  by  the  National  In- 
stitute on  Aging,  the  National  Institute  of 
Mental  Health,  and  the  National  Center  for 
Health  Services  Research  and  Health  Care 
Technology  in  the  plans  for  research  re- 
quired by  titles  II,  HI,  and  IV; 

(B)  progress  made  by  research  sponsored 
by  the  Federal  Government  on  Alzheimer's 
disease  and  related  dementias;  and 

(C)  new  directions  in  research  on  Alzhei- 
mer's disease  and  related  dementias  which 
the  Council  considers  potentially  important. 

TITLE  II-  RESPONSIBILITIES  OF  THE 
NATIONAL  INSTITUTE  ON  AGING 

RESEARCH  PROGRAM  AND  PLAN 

Sec.  201.  (a)  The  Director  of  the  National 
Institute  on  Aging  shall  conduct,  or  make 
grants  for  the  conduct  of,  research  relevant 
to  appropriate  services  for  patients  with 
Alzheimer's  disease  and  related  dementias 
and  their  families. 

(b)(1)  Within  6  months  after  the  date  of 
enactment  of  this  Act.  the  Director  of  the 
National  Institute  on  Aging  shall  prepare 
and  transmit  to  the  Chairman  of  the  Coun- 
cil a  plan  for  the  research  to  be  conducted 
under  subsection  (a).  The  plan  shall— 

(A)  provide  for  research  concerning— 

(i)  the  epidemiology  of.  and  the  identifica- 
tion of  risk  factors  for,  Alzheimer's  disease 
and  related  dementias;  and 

(ii)  the  development  and  evaluation  of  re- 
liable and  valid  multidimensional  diagnostic 
and  assessment  procedures  and  instruments; 
and 

(B)  ensure  that  research  carried  out  under 
the  plan  is  coordinated  with,  and  uses,  to 
the  maximum  extent  feasible,  resources  of. 
other  Federal  programs  relating  to  Alzhei- 
mer's disease  and  related  dementias,  includ- 
ing centers  supported  under  section  445  of 
the  Public  Health  Service  Act,  centers  sup- 
ported by  the  National  Institute  of  Mental 
Health  on  psychopathology  of  the  elderly, 
relevant  activities  of  the  Administration  on 
Aging,  other  programs  and  centers  involved 
in  research  on  Alzheimer's  disease  and  relat- 
ed dementias  supported  by  the  Department, 
and  other  programs  relating  to  Alzheimer's 
disease  and  related  deamentias  supported 
by  the  Department,  and  other  programs  re- 
lating to  Alzheimer's  disease  and  related  de- 
mentias which  are  planned  or  conducted  by 
Federal  agencies  other  than  the  Depart- 
ment. 

(2)  Within  one  year  after  transmitting  the 
plan  required  under  paragraph  (1),  and  an- 
nually thereafter,  the  Director  of  the  Na- 
tional Institute  on  Aging  shall  prepare  and 
transmit  to  the  Chairman  of  the  Council 
such  revisions  of  such  plan  as  the  Director 
considers  appropriate. 

(c)  In  preparing  and  revising  the  plan  re- 
quired by  subsection  (b).  the  Director  of  the 
National  Institute  on  Aging  shall  consult 
with  the  Chairman  of  the  Council  and  the 
heads  of  agencies  within  the  Department. 

DISSEMINATION 

Sec.  202.  The  Director  of  the  National  In- 
stitute on  Aging  shall  disseminate  the  re- 
sults of  research  conducted  under  this  title 


to  appropriate  professional  entities  and  to 
the  public. 

AUTHORIZATION 

Sec  203.  To  carry  out  this  title,  there  are 
authorized  to  be  appropriated  $2  million  for 
fiscal  year  1988.  $2  million  for  fiscal  year 
1989.  $2  million  for  fiscal  year  1990,  and  $2 
million  for  fiscal  year  1991. 

TITLE  III-RESPONSIBILITIES  OF  THE 
NATIONAL  INSTITUTE  OF  MENTAL 
HEALTH 

research  program  AND  PLAN 

Sec  301.  (a)  The  Director  of  the  National 
Institute  of  Mental  Health  shall  conduct,  or 
make  grants  for  the  conduct  of.  research 
relevant  to  appropriate  services  for  patients 
with  Alzheimer's  disease  and  related  demen- 
tias and  their  families. 

(b)(1)  Within  6  months  after  the  date  of 
enactment  of  this  Act.  the  Director  of  the 
National  Institute  of  Mental  Health  shall 
prepare  and  transmit  to  the  Chairman  of 
the  Council  a  plan  for  the  research  to  be 
conducted  under  subsection  (a).  The  plan 
shall- 

(A)  provide  for  research  concerning— 

(i)  mental  health  serviices.  assessments, 
and  treatment  modalities  relevant  to  the 
mental,  behavioral,  and  psychological  prob- 
lems associated  with  Alzheimer's  disease 
and  related  dementias; 

(ii)  the  optimal  range  and  cost-effective- 
ness of  community  and  institutional  ser\'ices 
for  patients  with  Alzheimer's  disease  and  re- 
lated dementias  and  their  families,  particu- 
larly with  respect  to  the  design  of  such  serv- 
ices, appropriate  staffing  for  the  provision 
of  such  services,  the  timing  of  such  services 
during  the  progression  of  such  disease  or  de- 
mentias, and  the  appropriate  mix  and  co- 
ordination of  such  services; 

(iii)  the  efficacy  of  various  special  care 
units  in  the  United  States  for  patients  with 
Alzheimer's  disease,  including  an  assessment 
of  the  costs  incurred  in  operating  such 
units,  appropriate  standards  to  be  used  by 
such  units,  and  the  measurement  of  patient 
outcomes  in  such  units; 

(iv)  methods  to  combine  formal  support 
senices  provided  by  health  care  profession- 
als for  patients  with  Alzheimer's  disease  and 
related  dementias  with  informal  support 
sen'ices  provided  for  such  patients  by  their 
families,  friends,  and  neighbors,  including 
services  such  as  day  care  services,  respite 
care  services,  home  care  services,  and  nurs- 
ing home  services,  and  an  evaluation  of  the 
services  actually  used  for  such  patients  and 
the  sources  of  payment  for  such  services; 

(V)  methods  to  sustain  family  meml)ers 
who  provide  care  for  patients  with  Alzhei- 
mer's disease  and  related  dementias 
through  interventions  to  reduce  psychologi- 
cal and  social  problems  and  physical  prob- 
lems induced  by  stress;  and 

(iv)  improved  methods  to  deliver  services 
for  patients  with  Alzheimer's  disease  and  re- 
lated dementias  and  their  families,  includ- 
ing services  such  as  outreach  services,  com- 
prehensive assessment  and  care  manage- 
ment services,  outpatient  treatment  serv- 
ices, home  care  services,  respite  care  serv- 
ices, adult  day  care  ser\'ices,  parital  hospi- 
talization services,  and  nursing  home  serv- 
ices; and 

(B)  ensure  that  research  carried  out  under 
the  plan  is  coordinated  with,  and  uses,  to 
the  maximum  extent  feasible,  resources  of. 
other  Federal  programs  relating  to  Alzhei- 
mer's disease  and  dementia,  including  cen- 
ters supported  under  section  445  of  the 
Public  Health  Service  Act.  centers  support- 
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ed  by  the  National  Institute  of  Mental 
Health  on  psychopathology  of  the  elderly, 
relevent  activities  of  the  Administration  on 
Aging,  other  programs  and  centers  involved 
in  research  on  Alzheimer's  disease  and  relat- 
ed dementias  supported  by  the  Department, 
and  other  program  relating  to  Alzheimer's 
disease  and  related  dementias  which  are 
planned  or  conducted  by  Federal  agencies 
other  than  the  Department. 

(2)  Within  one  year  after  transmitting  the 
plan  required  under  paragraph  (1).  and  an- 
nually thereafter,  the  Director  of  the  Na- 
tional Institute  of  Mental  Health  shall  pre- 
pare and  transmit  to  the  Chairman  of  the 
Council  such  revisions  of  such  plan  as  the 
Director  considers  appropriate. 

(c)  In  preparing  and  revising  the  plan  re- 
quired by  subsection  (b),  the  Director  of  the 
National  Institute  of  Mental  Health  shall 
consult  with  the  Chairman  of  the  Council 
and  the  heads  of  agencies  within  the  E>e- 
partment. 

DISSEMINATION 

Sec.  302.  The  Director  of  the  National  In- 
stitute of  Mental  Health  shall  disseminate 
the  results  of  research  conducted  under  this 
title  to  appropriate  professional  entities  and 
to  the  public. 

ACTHORIZATION 

Sec.  303.  To  carry  out  this  title,  there  are 

authorized  to  t>e  appropriated  $2  million  for 

fiscal  year  1988,  $2  million  for  fiscal  year 

1989,  $2  million  for  fiscal  year  1990.  and  $2 

million  for  fiscal  year  1991. 

TITLE  IV-RESPONSIBIUTIES  OP  THE 

NATIONAL     CENTER     FOR     HEALTH 

SERVICES   RESEARCH   AND   HEALTH 

CARE  TECHNOLOGY  ASSESSMENT 

RESEARCH  PROGRAM  AND  PLAN 

Sec.  401.  (a)  The  Director  of  the  National 
Center  for  Health  Services  Research  and 
Health  Care  Technology  Assessment  shall 
conduct,  or  make  grants  for  the  conduct  of, 
research  relevant  to  appropriate  services  for 
patients  with  Alzheimer's  disease  and  relat- 
ed dementias  and  their  families. 

(bXl)  Within  6  months  after  the  date  of 
enactment  of  this  Act,  the  Director  of  the 
National  Center  for  Health  Services  Re- 
search and  Health  Care  Technology  Assess- 
ment shall  prepare  and  transmit  to  the 
Chairman  of  the  Council  a  plan  for  the  re- 
search to  be  conducted  under  subsection  (a). 
The  plan  shall— 

(A)  provide  for  the  inventory  and  analysis 
of  existing  date  and  studies  relevant  to  Alz- 
heimer's disease  and  related  dementias,  in- 
cluding data  an  studies  available  through 
the  Health  Care  Financing  Administration, 
the  Administration  on  Aging,  the  National 
Center  for  Health  Statistics,  the  Office  of 
Human  Development  Services,  the  Office  of 
the  Assistant  Secretary  for  Planning  and 
Evaluation,  and  the  Veterans'  Administra- 
tion: 

(B)  research  concerning  the  costs  incurred 
by  patients  with  Alzheimer's  disease  and  re- 
lated dementias  in  obtaining  services,  par- 
ticularly services  which  are  essential  to  such 
patients  and  which  are  not  needed  by  other 
patients  under  long-term  care:  and 

(C)  ensure  that  research  carried  out  under 
the  plan  is  coordinated  with,  and  uses,  to 
the  maximum  extent  feasible,  resources  of, 
other  Federal  programs  relating  to  Alzhei- 
mer's disease  and  dementia,  including  cen- 
ters supported  under  section  445  of  the 
Public  Health  Service  Act,  centers  support- 
ed by  the  National  Institute  of  Mental 
Health  on  [tsychopathology  of  the  elderly, 
relevant  activities  of  the  Administration  on 
Aging,  other  programs  and  centers  involved 


in  research  on  Alzheimer's  disease  and  relat- 
ed dementias  supported  by  the  Department, 
smd  other  programs  relating  to  Alzheimer's 
disease  and  related  dementias  which  are 
planned  or  conducted  by  Federal  agencies 
other  than  the  Department. 

(2)  Within  one  year  after  transmitting  the 
plan  required  under  paragraph  (1),  and  an- 
nually thereafter,  the  Director  of  the  Na- 
tional Center  for  Health  Services  Research 
and  Health  Care  Technology  Assessment 
shall  prepare  and  transmit  to  the  Chairman 
of  the  Council  such  revisions  of  such  plan  as 
the  Director  considers  appropriate. 

(c)  In  preparing  and  revising  the  plan  re- 
quired by  subsection  (b).  the  Director  of  the 
National  Center  for  Health  Services  Re- 
search and  Health  Care  Technology  Assess- 
ment shall  consult  with  the  Chainnan  of 
the  Council  and  the  heads  of  agencies 
within  the  Department. 

DISSEMINATION 

Sec.  402.  The  Director  of  the  National 
Center  for  Health  Services  Research  and 
Health  Care  Technology  Assessment  shall 
disseminate  the  results  of  research  conduct- 
ed under  this  title  to  appropriate  profession- 
al entities  and  to  the  public. 

AUTHORIZATION 

Sec.  403.  To  carry  out  this  title,  there  are 
authorized  to  be  appropriated  $2  million  for 
fiscal  year  1988,  $2  million  for  fiscal  year 
1989.  $2  million  for  fiscal  year  1990,  and  $2 
million  for  fiscal  year  1991. 

TITLE  V-DISSEMINATION 

CLEARINGHOUSE  ON  ALZHEIMER'S  DISEASE 

Sec.  501.  (a)  The  Director  of  the  National 
Institute  on  Aging  shall  establish  the  Clear- 
inghouse on  Alzheimer's  Disease  (herein- 
after referred  to  as  the  "Clearinghouse"). 
The  purpose  of  the  Clearinghouse  is  the  dis- 
semination of  information  concerning  serv- 
ices available  for  patients  with  Alzheimer"s 
disease  and  related  dementias  and  their 
families.  The  Clearinghouse  shall— 

(1)  compile,  archive,  and  disseminate  in- 
formation concerning  research,  demonstra- 
tion, evaluation,  and  training  programs  and 
projects  concerning  Alzheimer"s  disease  and 
related  dementias:  and 

(2)  annually  publish  a  summary  of  the  in- 
formation compiled  under  paragraph  (1) 
during  the  preceding  12-month  period,  and 
make  such  information  available  upon  re- 
quest to  appropriate  individuals  and  enti- 
ties, including  educational  institutions,  re- 
search entities,  and  Federal  and  public 
agencies. 

(b)  The  Clearinghouse  may  charge  an  ap- 
propriate fee  for  information  provided 
through  the  toll-free  telephone  line  estab- 
lished under  subsection  (a)<3). 

(c)  The  Director  of  the  National  Institute 
on  Aging,  the  Director  of  the  National  Insti- 
tute of  Mental  Health,  and  the  Director  of 
the  National  Center  for  Health  Services  Re- 
search and  Health  Care  Technology  Assess- 
ment shall  provide  to  the  Clearinghouse 
summaries  of  the  findings  of  research  con- 
ducted under  titles  II,  III,  and  IV. 

DISSEMINATION  PROJECT 

Sec.  502.  (a)  The  Director  of  the  National 
Institute  on  Aging  shall  make  a  grant  to,  or 
enter  into  a  contract  with,  a  national  orga- 
nization representing  patients  with  Alzhei- 
mer's disease  and  related  dementias  for  the 
conduct  of  the  activities  described  in  suljsec- 
tion  (b). 

(b)  The  organization  receiving  a  grant  or 
contract  under  this  section  shall— 

( 1 )  establish  a  central  computerized  infor- 
mation system  to— 


(A)  compile  and  disseminate  information 
concerning  initiatives  by  State  and  local 
governments  and  private  entities  to  provide 
programs  and  services  for  individuals  with 
Alzheimer's  disease  and  related  dementias: 
and 

(B)  translate  scientific  and  technical  in- 
formation concerning  such  initiatives  into 
information  readily  understandable  by  the 
general  public,  and  make  such  information 
available  upon  request:  and 

(2)  establish  a  national  toll-free  telephone 
line  to  make  available  the  information  de- 
scribed in  paragraph  (a),  and  information 
concerning  Federal  programs,  services,  and 
benefits  for  patients  with  Alzheimer's  dis- 
ease and  related  dementias  and  their  fami- 
lies. 

(c)  The  organization  receiving  a  grant  or 
contract  under  this  section  may  charge  ap- 
propriate fees  for  information  provided 
through  the  toll-free  telephone  line  estab- 
lished under  subsection  (b)(2),  and  may 
make  exceptions  to  such  fees  for  individuals 
and  organizations  who  are  not  financially 
able  to  pay  such  fees. 

(d)  In  order  to  receive  a  grant  or  contract 
under  this  section,  an  organization  shall 
submit  an  application  to  the  Secretary. 
Such  application  shall  contain— 

(1)  information  demonstrating  that  such 
organization  has  a  network  of  contracts 
which  will  enable  such  organization  to  re- 
ceive information  necessary  to  the  oper- 
ation of  the  central  computerized  informa- 
tion system  described  in  subsection  (b)(1); 

(2)  information  demonstrating  that,  by 
the  end  of  fiscal  year  1991,  such  organiza- 
tion will  be  financially  able  to.  and  will, 
carry  out  the  activities  described  in  subsec- 
tion (b)  without  a  grant  or  contract  from 
the  Federal  Government:  and 

(3)  such  other  information  as  the  Secre- 
tary may  prescribe. 

AUTHORIZATION 

Sec.  503.  To  carry  out  this  title,  there  are 
authorized  to  be  appropriated  a  total  of 
$1,500,000  for  fiscal  years  1988  through 
1991. 


By  Mr.  KASTEN: 
S.J.  Res.  416.  A  joint  resolution  to 
commemorate  the  100th  birthday  of 
Aldo  Leopold  and  to  recognize  his  con- 
tribution to  the  protection  and  wise 
management  of  renewable  natural  re- 
sources; to  the  Committee  on  the  Judi- 
ciary. 

commemorating  the  lOOTH  BIRTHDAY  OF  ALDO 
LEOPOLD 

•  Mr.  KASTEN.  Mr.  President.  Janu- 
ary 11.  1987,  will  mark  the  100th  anni- 
versary of  the  birth  of  Aldo  Leopold. 
Leopold  was  a  man  of  conviction.  He 
was  a  tireless  advocate  for  the  stew- 
ardship of  our  renewable  natural  re- 
sources. To  professionals  and  laymen 
alike,  Leopold  was  a  titan  in  the  con- 
servation movement.  He  was  more 
than  a  man  ahead  of  his  time;  Aldo 
Leopold  is  a  legend. 

Born  in  Burlington.  Iowa,  Leopold 
spent  his  childhood  years  along  the 
bottom  lands  of  the  Mississippi  River 
which  was  then  a  wilderness  unimped- 
ed by  levees,  locks  and  other  manmade 
structures.  There,  with  a  reverent  eye 
cast  toward  the  sky,  he  watched  un- 
ending skeins  of  waterfowl  wing  their 
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way  south  in  the  fall  and  return  to  the 
north  in  the  spring.  These  were  forma- 
tive years  for  Leopold,  who  would 
later  mold  the  concept  of  scientific 
wildlife  management,  pioneer  the  doc- 
trine of  wilderness  ecology,  and  bring 
life  to  the  word  "conservation." 

This  man  has  been  described  as  a 
professional  forester,  game  manager, 
scientist,  teacher,  writer,  philosopher, 
and  a  gentleman.  Leopold  graduated 
with  a  Ph.D  from  Yale  University  For- 
estry School.  After  leaving  Yale  in 
1908.  he  entered  the  U.S.  Forest  Serv- 
ice as  a  forest  assistant  in  Arizona.  He 
also  served  as  supervisor  of  the  Carson 
National  Forest  in  New  Mexico  and  as 
assistant  district  forester  of  the  south- 
western district  of  the  Forest  Service. 
Leopold's  experiences  as  a  forest  man- 
ager sparked  his  interest  in  the  preser- 
vation of  wilderness  areas  and,  largely 
through  his  determined  efforts,  he 
helped  establish  the  Gila  Wilderness 
Area  in  New  Mexico  as  the  first  na- 
tional forest  wilderness. 

Leopold  is  perhaps  best  known  for 
the  years  he  spent  in  my  home  State 
of  Wisconsin.  He  was  associate  direc- 
tor of  the  Forest  Products  Laboratory 
in  Madison,  WI,  and  became  a  game 
and  forestry  consultant  in  1928.  While 
privately  employed,  Leopold  complet- 
ed the  now  classic  treatise,  "Game 
Management."  In  1933,  he  was  ap- 
pointed professor  of  game  manage- 
ment at  the  University  of  Wisconsin,  a 
chair  that  he  held  with  distinction 
until  his  death  in  1948. 

Leopold  was  also  very  active  in  a 
number  of  conservation  organizations. 
He  was  an  organizer  of  the  Wildlife 
Society  and  the  Wilderness  Society 
and  also  served  as  president  and  vice 
president  of  these  organizations.  At 
various  times,  Leopold  was  director  of 
the  National  Audubon  Society  and 
vice  president  of  the  American  Forest- 
ry Association.  He  served  on  the  coun- 
cil of  the  Society  of  American  Forest- 
ers. Leopold  also  served  as  president  of 
the  Ecological  Society  of  America. 

While  Leopold  will  be  remembered 
for  his  professional  endeavors,  he  also 
will  be  remembered  for  his  work,  "A 
Sand  County  Almanac."  Leopold's 
"sand  farm"  in  Wisconsin  inspired 
writings  that  were  collectively  pub- 
lished posthumously  in  1949.  Like  any 
literary  classic,  "Sand  County"  has 
withstood  the  test  of  time  and  is  still 
read  enthusiastically  by  college  stu- 
dents and  weekend  naturalists  alike. 
His  opening  passage  in  the  foreword 
sets  the  tone  of  this  masterpiece: 

There  are  some  who  can  live  without  wild 
things,  and  some  who  cannot.  These  essays 
are  the  delights  and  dilemmas  of  one  who 
cannot. 

Like  winds  and  sunsets,  wild  things  were 
taken  for  granted  until  progress  began  to  do 
away  with  them.  Now  we  face  the  question 
whether  a  still  higher  standard  of  living'  is 
worth  its  cost  in  things  natural,  wild,  and 
free.  For  us  of  the  minority,  the  opportuni- 
ty to  see  geese  is  more  important  than  tele- 


vision, and  the  chance  to  find  a  pasque- 
flower is  a  right  as  inalienable  as  free 
speech. 

These  wild  things,  I  admit,  had  little 
human  value  until  mechanization  assured 
us  of  a  good  breakfast,  and  until  science  dis- 
closed the  drama  of  where  they  come  from 
and  how  they  live.  The  whole  conflict  thus 
boils  down  to  a  question  of  degree.  We  of 
the  minority  see  a  law  of  diminishing  re- 
turns in  progress;  our  opponents  do  not. 

The  conservation  ideology  that  Leo- 
pold espoused  and  the  focus  of  his  phi- 
losophy of  resource  stewardship  is  em- 
bodied in  what  he  described  as  a  "land 
ethic."  He  stated  in  his  "Sand  County 
Almanac"  that:  "A  land  ethic  changes 
the  role  of  homo  sapiens  from  con- 
queror of  the  land-community  to  plain 
member  and  citizen  of  it.  It  implies  re- 
spect for  his  fellow-members,  and  also 
respect  for  the  community  as  such." 
The  exemplary  dedication  to  resource 
conservation  that  Leopold  demonstrat- 
ed as  a  professional  and  as  a  private 
citizen  prompted  the  National  Wildlife 
Federation  to  name  him  to  its  conser- 
vation hall  of  fame  in  1965. 

Leopold's  land  ethic  is  timeless.  The 
continued  drainage  and  conversion  of 
our  wetlands;  the  despoiling  of  our  air, 
soil,  and  water;  the  unabated  erosion 
and  denuding  of  our  prairies,  deserts 
and  ranges;  and  the  accelerated  de- 
struction of  our  forests,  bear  witness 
to  this  fact.  The  very  conservation 
issues  Leopold  identified  more  than  35 
years  ago  are  still  to  be  resolved. 
Many,  in  fact,  have  grown  in  scope  and 
magnitude. 

In  order  to  commemorate  the  100th 
birthday  of  the  man  who  truly  is  the 
father  of  conservation,  I  would  like  to 
introduce  the  following  Senate  joint 
resolution.  I  hope  my  colleagues  will 
join  me  in  marking  January  11,  1987, 
as  a  day  for  all  citizens  of  this  great 
Nation  to  celebrate  the  monumental 
achievements  of  Aldo  Leopold.* 


ADDITIONAL  COSPONSORS 

S.  173 

At  the  request  of  Mr.  Leahy,  the 
names  of  the  Senator  from  Maine  [Mr. 
Mitchell],  the  Senator  from  Arizona 
[Mr.  DeConcini],  the  Senator  from 
Alabama  [Mr.  Denton],  and  the  Sena- 
tor from  Massachusetts  [Mr.  Kerry] 
were  added  as  cosponsors  of  S.  173,  a 
bill  to  settle  and  adjust  the  claim  of 
the  Tehran  American  School  for 
$13,333.94. 

S.  519 

At  the  request  of  Mr.  Evans,  the 
names  of  the  Senator  from  Vermont 
[Mr.  Leahy]  and  the  Senator  from 
Maine  [Mr.  Cohen]  were  added  as  co- 
sponsors  of  S.  519,  a  bill  to  require  a 
study  of  the  compensation  and  related 
systems  in  executive  agencies,  and  for 
other  purposes. 

S.  670 

At  the  request  of  Mr.  Pell,  the  name 
of  the  Senator  from  Delaware  [Mr. 
Biden]  was  added  as  cosponsor  of  S. 


670,  a  bill  to  amend  the  National 
Labor  Relations  Act  to  give  employers 
and  performers  in  the  performing  arts 
rights  given  by  section  8(e)  of  such  act 
to  employers  and  employees  in  similar- 
ly situated  industries,  and  to  give  to 
employers  and  performers  in  the  per- 
forming arts  the  same  rights  given  by 
section  8(f)  of  such  act  to  employers 
and  employees  in  the  construction  in- 
dustry, and  for  other  purposes. 

S.  1026 

At  the  request  of  Mr.  Pressler,  the 
name  of  the  Senator  from  Illinois  [Mr. 
Dixon]  was  added  as  cosponsor  of  S. 
1026,  a  bill  to  direct  the  cooperation  of 
certain  Federal  entities  in  the  imt)le- 
mentation  of  the  Continental  Scientif- 
ic Drilling  Program. 

S.  1060 

At  the  request  of  Mr.  D'Amato,  the 
name  of  the  Senator  from  South 
Dakota  [Mr.  Abdnor]  was  added  as  co- 
sponsor  of  S.  1060,  a  bill  to  amend  the 
title  II  of  the  Social  Security  Act  to 
protect  the  benefit  levels  of  individ- 
uals becoming  eligible  for  benefits  in 
or  after  1979  by  eliminating  the  dis- 
parity (resulting  from  changes  made 
in  1977  in  the  benefit  computation  for- 
mula) between  those  levels  and  the 
benefit  levels  of  persons  who  became 
eligible  for  benefits  before  1979. 

S.  1296 

At  the  request  of  Mr.  Mathias,  the 
name  of  the  Senator  from  Arizona 
[Mr.  DeConcini]  was  added  as  cospon- 
sor of  S.  1296,  a  bill  to  amend  the  Im- 
migration and  Nationality  Act  to 
modify  the  requirement  for  natural- 
ization of  an  understanding  of  the 
English  language. 

S.  2230 

At  the  request  of  Mr.  Roth,  the 
name  of  the  Senator  from  Arkansas 
[Mr.  Bumpers]  was  added  as  a  cospon- 
sor of  S.  2230,  a  bill  to  improve  the 
management  of  the  Government  by 
establishing  an  Office  of  Federal  Man- 
agement in  the  Executive  Office  of 
the  President,  and  for  other  purposes. 

S.  2454 

At  the  request  of  Mr.  Murkowski. 
the  name  of  the  Senator  from  Tennes- 
see [Mr.  Sasser]  was  added  as  a  co- 
sponsor  of  S.  2454,  a  bill  to  repeal  sec- 
tion 1631  of  the  Department  of  De- 
fense Authorization  Act  1985,  relating 
to  the  liability  of  Government  con- 
tractors for  injuries  or  losses  or  prop- 
erty arising  out  of  certain  atomic 
weapons  testing  programs,  and  for 
other  purposes. 

S.  2479 

At  the  request  of  Mr.  Trible,  the 
name  of  the  Senator  from  Minnesota 
[Mr.  DURENBERGER]  w£is  added  as  a  co- 
sponsor  of  S.  2479,  a  bill  to  amend 
chapter  39  of  title  31,  United  States 
Code,  to  require  the  Federal  Govern- 
ment to  pay  interest  on  overdue  pay- 
ments, and  for  other  purposes. 
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S.  2588 

At  the  request  of  Mr.  Domenici,  the 
name  of  the  Senator  from  Rhode 
Island  [Mr.  Chafee]  was  added  as  a  co- 
sponsor  of  S.  2588,  a  bill  to  provide 
permanent  authorization  for  White 
House  Conferences  on  Small  Business. 

S.  2711 

At  the  request  of  Mr.  Dodd,  the 
name  of  the  Senator  from  Arkansas 
[Mr.  PryorI  was  added  as  a  cosponsor 
of  S.  2711,  a  bill  to  restrict  procure- 
ment by  the  Department  of  Defense  of 
ball  bearings  and  roller  bearings,  and 
for  other  purposes. 

S.  2734 

At  the  request  of  Mr.  Mathias,  the 
names  of  the  Senator  from  Illinois 
[Mr.  Simon]  and  the  Senator  from 
Georgia  [Mr.  Nunn]  were  added  as  co- 
sponsors  of  S.  2734,  a  bill  to  amend 
chapter  83  of  title  5,  United  States 
Code,  to  provide  civil  service  retire- 
ment credit  for  service  performed 
under  the  Railroad  Retirement  Act, 
and  for  other  purposes. 

S.  2781 

At  the  request  of  Mr.  Evans,  the 
name  of  the  Senator  from  New  Hamp- 
shire [Mr.  RuDMAN]  was  added  as  a  co- 
sponsor  of  S.  2781,  a  bill  to  amend  the 
Energy  Policy  and  Conservation  Act 
with  respect  to  energy  conservation 
standards  for  appliances. 

S.  2794 

At  the  request  of  Mrs.  Kassebaum, 
the  name  of  the  Senator  from  Alaska 
[Mr.  MuRKOwsKi]  was  added  as  a  co- 
sponsor  of  S.  2794,  an  original  bill  to 
regulate  interstate  commerce  by  pro- 
viding for  uniform  standards  of  liabil- 
ity for  harm  arising  out  of  general 
aviation  accidents. 

S.  2799 

At  the  request  of  Mr.  Mitchell,  the 
name  of  the  Senator  from  Rhode 
Island  [Mr.  Chafee]  was  added  as  a  co- 
sponsor  of  S.  2799,  a  bill  to  consolidate 
and  improve  Federal  laws  providing 
compensation  and  establishing  liabil- 
ity for  oil  spills. 

S.  2802 

At  the  request  of  Mr.  Trible,  the 
names  of  the  Senator  from  Delaware 
[Mr.  Roth]  and  the  Senator  from 
Nevada  [Mr.  Laxalt]  were  added  as 
cosponsors  of  S.  2802,  a  bill  to  prohibit 
foreign  assistance  to  countries  which 
fail  to  take  steps  to  prevent  and 
punish  the  laundering  of  drug-related 
profits  in  their  territory,  and  for  other 
purposes. 

S.  2806 

At  the  request  of  Mr.  Metzenbaum, 
the  names  of  the  Senator  from  Illinois 
[Mr.  Simon],  and  the  Senator  from  In- 
diana [Mr.  Quayle]  were  added  as  co- 
sponsors  of  S.  2806,  a  bill  to  amend 
title  II,  United  States  Code,  to  clarify 
the  current  meaning  of  section  1113, 
relating  to  the  regulation  of  collective 
bargaining  agreements  by  debtors  in 
bankruptcy. 


At  the  request  of  Mr.  Gore,  the 
name  of  the  Senator  from  Kentucky 
[Mr.  McConnell]  was  added  as  a  co- 
sponsor  of  S,  2823,  a  bill  to  amend  the 
Communications  Act  of  1934  to  pro- 
vide for  security  and  fair  marketing 
practices  for  certain  encrypted  satel- 
lite communications. 

S.  2836 

At  the  request  of  Mr.  Bumpers,  the 
names  of  the  Senator  from  South 
Dakota  [Mr.  Abdnor],  and  the  Senator 
from  Iowa  [Mr.  Grassley]  were  added 
as  cosponsors  of  S.  2836,  a  bill  to 
amend  the  Agricultural  Act  of  1949  to 
modify  the  support  price  and  market- 
ing loan  program  for  the  1986  crop  of 
soybeans,  and  for  other  purposes. 

SENATE  JOINT  RESOLUTION  112 

At  the  request  of  Mr.  Pell,  the 
names  of  the  Senator  from  Oregon 
[Mr.  Hatfield],  and  the  Senator  from 
Alaska  [Mr.  Stevens]  were  added  as 
cosponsors  of  Senate  Joint  Resolution 
112,  a  joint  resolution  to  authorize  and 
request  the  President  to  call  a  White 
House  Conference  on  Library  and  In- 
formation Services  to  be  held  not  later 
than  1989,  and  for  other  purposes. 

SENATE  JOINT  RESOLUTION  395 

At  the  request  of  Mr.  Hatch,  the 
names  of  the  Senator  from  Pennsyl- 
vania [Mr.  Heinz],  the  Senator  from 
Arkansas  [Mr.  Bumpers],  and  the  Sen- 
ator from  Alaska  [Mr.  Stevens]  were 
added  as  cosponsors  of  Senate  Joint 
Resolution  395.  a  joint  resolution  to 
designate  the  period  October  1,  1986, 
through  September  30,  1987,  as  "Na- 
tional Institutes  of  Health  Centennial 
Year." 

SENATE  JOINT  RESOLUTION  4  1 5 

At  the  request  of  Mr.  Glenn,  his 
name  was  added  as  a  cosponsor  of 
Senate  Joint  Resolution  415,  a  joint 
resolution  to  provide  for  a  settlement 
to  the  Maine  Central  Railroad  Co.  and 
Portland  Terminal  Co.  labor-manage- 
ment dispute. 

SENATE  CONCURRENT  RESOLUTION  1  54 

At  the  request  of  Mr.  D'Amato,  the 
name  of  the  Senator  from  Illinois  [Mr. 
Simon]  was  added  as  a  cosponsor  of 
Senate  Concurrent  Resolution  154,  a 
concurrent  resolution  concerning  the 
Soviet  Unions  persecution  of  members 
of  the  Ukrainian  and  other  public  Hel- 
sinki Monitoring  Groups. 

SENATE  CONCURRENT  RESOLUTION  157 

At  the  request  of  Mr.  Quayle,  the 
name  of  the  Senator  from  Virginia 
[Mr.  Trible]  was  added  as  a  cosponsor 
of  Senate  Concurrent  Resolution  157, 
a  concurrent  resolution  to  express  the 
sense  of  the  Congress  that  colleges 
and  universities  should  enforce  strict 
but  fair  antidrug  use  policies. 


SENATE  RESOLUTION  491 -CALL- 
ING FOR  A  STRONG  RESPONSE 
TO  THE  DANILOFF  ARREST 

Mr.  HUMPHREY  (for  himself,  Mr. 
Dole,  Mr.  Moynihan,  Mr.  Wallop.  Mr. 
McClure,  Mr.  Quayle,  and  Mr. 
Wilson),  submitted  the  following  reso- 
lution: which  was  ordered  to  go  over 
under  the  rule: 

S.  Res.  491 

Whereas  on  August  30,  1986,  Nicholas 
Daniloff  was  arrested,  apparently  in  re- 
sponse to  the  arrest  of  the  Soviet  spy  Gen- 
nadi F.  Zakharov; 

Whereas  on  September  5,  1986.  President 
Reagan  sent  a  message  to  Soviet  General 
Secretary  Gorbachev  offering  the  Presi- 
dent's personal  assurances  that  Mr.  Daniloff 
was  not  a  spy; 

Whereas  despite  the  President's  assur- 
ances, the  Soviet  Union  indicted  Mr.  Dani- 
loff on  September  7,  1986; 

Whereas  the  Soviet  Union  demonstrated 
an  unprecedented  disregard  for  the  word  of 
a  United  States  President,  while  continuing 
to  blatantly  distort  and  conceal  the  facts 
surrounding  the  detention  of  Mr.  Daniloff; 

Whereas  such  mendacity  jeopardizes  the 
furtherance  of  any  constructive  relationship 
between  the  United  States  and  the  Soviet 
Union;  and 

Whereas  hundreds  of  Soviet  espionage 
agents  operate  at  the  United  Nations,  under 
cover  of  the  Soviet  mission  to  the  United 
Nations  and  as  members  of  the  Secretariat 
of  the  United  Nations:  Now,  therefore,  be  it 

Resolved  by  the  Senate  of  the  United 
States  that  the  Senate, 

Declares  that  the  Soviet  action  in  impris- 
oning and  falsely  charging  Mr.  Daniloff  re- 
flects once  again  the  failure  of  the  Soviet 
Union  to  observe  internationally  recognized 
standards  of  human  rights  and  civil  conduct 
and  raises  profound  doubts  about  Soviet 
willingness  to  live  up  to  its  responsibilities 
and  commitments  under  any  international 
or  bilateral  agreement,  including  arms  con- 
trol agreements. 

Urges  the  President  to  continue  his  forth- 
right demands  for  the  immediate  and  un- 
conditional release  of  Mr.  Daniloff,  includ- 
ing through  the  reiteration  of  that  demand 
in  his  September  22,  1986.  speech  to  the 
United  Nations. 

Calls  on  the  President  to  condition  his 
agreement  to  a  summit  meeting  with  Secre- 
tary General  Gorbachev  on  the  prompt 
return  of  Mr.  Daniloff  from  the  Soviet 
Union. 

Urges  the  President  to  limit  further  dis- 
cussions on  arms  control  issues  with  the 
Soviet  Union,  and  to  refrain  from  conclud- 
ing any  arms  control  agreements  with  the 
Soviet  Union,  until  that  country,  by  permit- 
ting Mr.  Daniloff  unconditionally  to  depart 
the  Soviet  Union,  demonstrates  its  willing- 
ness to  observe  basic  and  fundamental 
standards  of  international  conduct,  which  is 
a  precondition  to  such  good  faith  discus- 
sions. 

Declares  that  the  Senate  of  the  United 
States  shall  not  ratify  any  arms  control 
agreement  negotiated  with  the  Soviet  Union 
until  that  country  has  unconditionally  re- 
leased Mr.  Daniloff. 

Expresses  opposition  to  any  new  economic 
or  commercial  agreement  with  the  Soviet 
Union,  or  any  new  transactions  under  exist- 
ing economic  or  commercial  agreements 
with  the  Soviet  Union,  until  Mr.  Daniloff 
has  been  granted  unconditional  permission 
to  depart  the  Soviet  Union. 
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Calls  on  the  President  to  demand  in  his 
September  22  speech  to  the  United  Nations 
that  the  Soviet  Union  remove  its  spies  from 
its  United  Nations  mission  and  from  the 
United  Nations  Secretariat  and  to  take  all 
measures  necessary  to  bring  an  end  to  such 
direct  Soviet  violations  of  Article  100.  Sec- 
tion 2,  of  the  United  Nations  Charter. 


AMENDMENTS  SUBMITTED 


OMNIBUS  BUDGET 
RECONCILIATION  ACT 


DOMENICI  (AND  OTHERS) 
AMENDMENT  NO.  2850 

Mr.  DOMENICI  (for  himself,  Mr. 
Dole,  and  Mr.  Chiles)  proposed  an 
amendment  which  was  subsequently 
modified,  to  the  bill  (S.  2706)  to  pro- 
vide for  reconciliation  pursuant  to  sec- 
tion 2  of  the  concurrent  resolution  on 
the  budget  for  fiscal  year  1987  (S.  Con. 
Res.  120,  99th  Congress);  as  follows: 

On  page  2,  line  10.  strike  "$555,000,000" 
and  insert  in  lieu  thereof  "$1,000,000,000". 

On  page  3,  between  lines  14  and  15,  insert 
the  following  new  sections: 

SEC.      .  ADVANCE  DEFICIENCY  PAYMENTS. 

Notwithstanding  any  other  provision  of 
law,  the  Secretary  of  Agriculture  shall,  in 
accordance  with  criteria  in  section  107C  of 
the  Agriculture  Act,  of  1949,  make  advance 
deficiency  payments  available  for  the  1987 
crops  of  wheat,  feed  grains,  upland  cotton, 
and  rice:  Provided,  That  the  percentage  of 
the  projected  payment  rate  used  in  comput- 
ing such  payments  shall  not  be  less  than  ( 1 ) 
40  percent  in  the  case  of  wheat  and  feed 
grains,  and  (2)  30  percent  in  the  case  of  rice 
and  upland  cotton. 

SEC.      .  PREPAYMENT  OF  REA  LOANS. 

Sec.  102.  The  Secretary  of  the  Treasury 
shall  issue  final  regulations  implementing 
the  provisions  of  the  undesignated  para- 
graph captioned  "prepayment  of  loans  by 

RURAL  ELECTRIFICATION  AND  TELEPHONE  SYS- 
TEMS" appearing  at  100  Stat.  713-14  in 
Public  Law  99-349  (7  U.S.C.  936  note)  to 
permit  the  prepayment  of  loans  made  by 
the  Federal  Financing  Bank  and  guaranteed 
under  section  306  of  the  Rural  Electrifica- 
tion Act  of  1936  (7  U.S.C.  936),  by  the  Ad- 
ministrator of  the  Rural  Electrification  Ad- 
ministration, in  such  amounts  as  to  realize 
net  proceed  of  not  less  than  $1,720,000,000 
from  such  loan  prepayments  during  fiscal 
year  1987. 

On  page  6,  line  6,  strike  "$500,000,000" 
and  insert  in  lieu  thereof  '$1,500,000,000". 

On  page  8,  between  lines  14  and  15,  insert 
the  following  new  section: 

SEC.      .  FDIC  PREMIUMS  ON  FOREIGN  DEPOSITS  OF 
UNITED  STATES  BANKS. 

The  Federal  Deposit  Insurance  act  is 
amended— 

(1)  by  striking  "except  as  provided  in  sec- 
tion 7(b)(5)."  after  "(A)"  in  section  3(1)(5): 

(2)  by  striking  out  "and"  at  the  end  of 
clause  (A)  of  section  7(b)(5):  and 

(3)  by  striking  out  the  period  at  the  end  of 
section  7(b)(5)  and  inserting  in  lieu  thereof 
the  following:  ":  and 

"(C)  any  deposits  received  in  any  foreign 
branch  of  international  banking  facility, 
other  than  any  foreign  branch  of  a  foreign 
bank  as  defined  in  section  1(b)(7)  of  the 
International  Banking  Act  of  1978.". 


On  page  12.  between  lines  4  and  5,  insert 
the  following  new  section: 

SEC.      .  SALE  OF  CONRAIL 

The  Secretary  of  Transportation  is  direct- 
ed in  fiscal  year  1987  to  sell  the  interest  of 
the  United  States  in  the  common  stock  of 
the  Consolidated  Rail  Corporation  (Con- 
rail).  Consistent  with  the  public  interest 
convenants  provided  for  pursuant  to  S.  638, 
the  "Conrail  Sale  Amendments  Act  of  1985" 
as  passed  by  the  Senate  on  February  4. 
1986.  the  Secretary,  as  part  of  such  sale, 
shall  ensure  that  (i^onrail's  rail  service  is 
continued,  that  the  interests  of  rail  labor 
are  protected,  that  it  is  in  the  strongest  pos- 
sible financial  condition  after  the  sale,  that 
it  is  viable  long-term,  and  that  the  return  to 
the  Federal  Government  is  maximized. 

On  page  12,  line  8,  strike  insert  "OR  PE- 
TROLEUM PRODUCTS"  after  "CRUDE 
OIL". 

On  page  12,  line  18.  insert  "or  petroleum 
products"  after  "crude  oil". 

On  line  24  of  page  13.  before  the  world 
"patry"  insert  the  world  "private". 

On  page  19.  line  21.  strike  out  the  period 
and  insert  in  lieu  thereof  ":  Provided,  That 
the  Commission  shall  increase  fees  and 
annual  charges  sufficient  to  increase  offset- 
ting receipts  by  at  least  $33,000,000  in  fiscal 
year  1987  above  current  collections.". 

On  page  27,  line  18,  strike  "I'/z"  and  inset 
in  lieu  thereof  "1.3". 

On  page  49,  line  6.  strike  "24"  and  insert 
in  lieu  thereof  "the  applicable  number  of". 

On  page  49,  strike  line  8  through  11  and 
insert  in  lieu  thereof  the  following: 

"(B)  In  this  paragraph— 

"(i)  the  term  'clean  claim'  means  a  claim 
which  meets  the  requirements  of  section 
1814(a)(1)  and  any  other  requirements  of 
this  title  for  payment  under  this  part,  and 

"(ii)  the  term  'applicable  number  of  calen- 
dar days'  means— 

"(I)  with  respect  to  claims  received  in  the 
12-month  period  beginning  October  1,  1986, 
27  calendar  days, 

"(II)  with  respect  to  claims  received  in  the 
12-month  period  beginning  October  1,  1987. 

26  calendar  days. 

"(Ill)  with  respect  to  claims  received  in 
the  12-month  period  beginning  October  1, 

1988,  25  calendar  days,  and 

"(IV)  with  respect  to  claims  received  in 
the  12-month  period  beginning  October  1. 

1989,  and  claims  received  in  any  succeeding 
12-month  period,  24  calendar  days.". 

On  page  50,  line  1.  strike  "24"  and  insert 
in  lieu  thereof  "the  applicable  number  of". 

On  page  50,  strike  lines  3  through  5  and 
Insert  in  lieu  thereof  the  following: 

"(B)  In  this  paragraph- 

"(i)  the  term  'clean  claim'  means  a  claim 
which  meets  the  requirements  of  section 
1814(a)(1)  and  any  other  requirements  of 
this  title  for  payment  under  this  part,  and 

""(ii)  the  term  "applicable  number  of  calen- 
dar days'  means— 

"■(I)  with  respect  to  claims  received  in  the 
12-month  period  beginning  October  1,  1986, 

27  calendar  days, 

"(ID  with  respect  to  claims  received  in  the 
12-month  period  beginning  October  1,  1987, 
26  calendar  days, 

"(III)  with  respect  to  claims  received  in 
the  12-month  period  beginning  October  1, 

1988,  25  calendar  days,  and 

"(IV)  with  respect  to  claims  received  in 
the  12-month  period  begirming  October  1. 

1989,  and  claims  received  in  any  succeeding 
12-month  period.  24  calendar  days. ". 

On  page  50,  beginning  with  line  11,  strike 
all  through  line  21  on  page  51  and  insert  in 
lieu  thereof  the  following: 


""(e)(1)  If  for  three  consecutive  calendar 
months,  an  agency  or  organization  with  an 
agreement  with  the  Secretary  under  section. 
1816  meets  the  requirements  of  subsection' 
(c)(2)  of  such  section,  the  Secretary  shall 
discontinue  periodic  interim  payments 
(under  42  C.F.R.  405.454(j))  w^ith  respect  to 
all  providers  of  services  (other  than  provid- 
ers of  the  type  described  in  paragraph  (3)) 
paid  through  the  agency  or  organization 
until  such  time  as  the  agency  or  organiza- 
tion fails  to  meet  such  requirements  for 
three  consecutive  calendar  months. 

"(2)  If  for  three  consecutive  calendar 
months,  an  agency  or  organization  with  an 
agreement  with  the  Secretary  under  section 
1816  meets  the  requirements  of  subsection 
(c)(2)  of  such  section,  the  Secretary  shall 
provide  for  periodic  interim  payments  with 
respect  to  all  subsection  (d)  hospitals  (as  de- 
fined in  section  1886(d)(1)(B))  that  request 
such  payments  and  that  are  paid  through 
the  agency  or  organization  until  such  time 
as  the  agency  or  organization  meets  such  re- 
quirements for  three  consecutive  calendar 
months. 

On  page  52.  line  4  strike  "1842"  and  insert 
in  lieu  thereof  "1842(c)". 

On  page  52.  line  7.  strike  '(A)". 

On  page  52,  line  8.  strike  "24  days  after  a 
clean  claim  as  defined  in  paragraph  (2)(B)"" 
and  insert  thereof  "the  applicable  number 
of  calendar  days  (as  defined  in  clause  (ii)  of 
paragraph  (2)(B))  after  a  clean  claim  (as  de- 
fined in  clause  (i)  of  such  paragraph) ". 

On  page  52.  line  14,  strike  "made. "  and 
insert  in  lieu  thereof  "made."."'. 

On  page  52,  strike  lines  15  through  19  and 
insert  in  lieu  thereof  the  following; 

(3)  Section  1816(c)  of  such  Act.  as  amend- 
ed by  subsection  (a),  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(3)  If  payment  is  not  issued,  mailed,  or 
otherwise  transmitted  within  the  applicable 
number  of  calendar  days  (as  defined  in 
clause  (11)  of  paragraph  (2)(B))  after  a  clean 
claim  (as  defined  in  clause  (i)  of  such  para- 
graph) is  received  from  a  provider  of  skilled 
nursing  facility  services,  home  health  serv- 
ices, or  hospice  services  that  is  not  receiving 
periodic  interim  payments  with  respect  to 
such  services,  interest  shall  be  paid  at  the 
rate  used  for  purposes  of  section  3902(a)  of 
title  31.  United  States  Code  (relating  to  in- 
terest penalties  for  failure  to  make  prompt 
payments)  for  the  period  beginning  on  the 
day  after  the  required  payment  date  and 
ending  on  the  date  on  which  payment  is 
made.". 

On  page  52,  line  21,  strike  "The"  and 
Insert  In  lieu  thereof  "Except  as  provided  In 
parsigraph  (2),  the". 

On  page  52.  between  lines  22  and  23, 
insert  the  following: 

(2)  The  amendments  made  by  paragraphs 
(2)  and  (3)  of  subsection  (c)  shall  apply  to 
claims  received  on  or  after  April  1,  1987. 

On  page  52,  line  23,  strike  "(2)"  and  Insert 
In  lieu  thereof  "(3)". 

On  page  115.  between  lines  14  and  15, 
Insert  the  following: 

SEC.  653.  REVENUE  SHARING  PAYMENTS. 

Nothwithstanding  section. 6702(b)  of  title 
31,  United  States  Code,  the  Secretary  of  the 
Treasury  shall  make  the  installment  pay- 
ment of  revenue  sharing  funds  under  chap- 
ter 67  of  such  title  that  Is  otherwise  re- 
quired to  be  paid  on  or  before  October  5. 
1986,  by  no  later  than  September  30.  1986. 

On  page  117,  begirming  with  line  21.  strike 
out  all  through  page  118,  line  2,  and  Insert 
the  following: 
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(c)  Termination  or  Optional  Coverage.— 
Subsection  (v)  of  section  218  of  the  Social 
Security  Act  is  repealed. 

On  page  120,  beginning  with  line  17,  strike 
all  through  line  18  on  page  123. 

On  page  123  between  lines  18  and  19, 
insert  the  following  new  sections: 

SEC.  .  DEPOSITS  OF  SOCIAL  SECIRITY  CONTRI- 
BITIONS  BY  STATES  AND  tOCAL  GOV- 
ERNMENT E.MPLOYEES. 

(a)  Returns  and  Payments.— (1 )  Subchap- 
ter C  of  chapter  21  of  the  Internal  Revenue 
Code  of  1954  is  amended  by  redesignating 
section  3126  as  section  3127,  and  by  insert- 
ing after  section  3125  the  following  new  sec- 
tion: 

•^EC.  JIM.  RETl'RN  AND  PAYMENT  BY  GOVERN- 
MENTAL EMPLOYER. 

"If  the  employer  is  a  State  or  political 
subdivision  thereof,  or  an  agency  or  instru- 
mentality of  any  one  or  more  of  the  forego- 
ing, the  return  of  the  amount  deducted  and 
withheld  upon  smy  wages  under  section  3101 
and  the  amount  of  the  tax  imix>sed  by  sec- 
tion 3111  may  be  made  by  any  officer  or  em- 
ployee of  such  State  or  political  subdivision 
or  such  agency  or  instrumentality,  as  the 
case  may  be,  having  control  of  the  payment 
of  such  wages,  or  appropriately  designated 
for  that  purpose.". 

(2)  The  table  of  sections  for  subchapter  C 
of  chapter  21  of  such  Code  is  amended  by 
striking  out  the  last  item  and  inserting  in 
lieu  thereof  the  following: 
"Sec.  3126.  Return  and  payment  by  govern- 
mental employer. 
"Sec.  3127.  Short  title.". 

(b)  Treatment  of  Service  Under  Section 
218  Agreements  as  Employment  Performed 
BY  Employees.— 

(1)  Service  treated  as  employment.— (A) 
Section  3121(bK7)  of  such  Code  is  amend- 
ed- 

(i)  by  striking  out  •;  or"  at  the  end  of  sub- 
paragraph (C)  and  inserting  in  lieu  thereof 
a  comma: 

(ii)  by  striking  out  the  semicolon  at  the 
end  of  subparagraph  <D)  and  inserting  in 
lieu  thereof  ".  or  ".  and 

(iii)  by  adding  after  subparagraph  (D)  the 
following  new  subparagraph: 

•(E)  service  included  under  an  agreement 
entered  into  pursuant  to  section  218  of  the 
Social  Security  Act,". 

(B)  Section  1402(b)  of  such  Code  is 
amended  by  striking  out  "under  an  agree- 
ment entered  into  pursuant  to  the  provi- 
sions of  section  218  of  the  Social  Security 
Act  (relating  to  coverage  of  State  employ- 
ees), or"  in  the  flush  sentence  immediately 
following  paragraph  (2). 

(2)  Individual  performing  services  treat- 
ed AS  employee.— (A)  Section  3121(d)  of  such 
Code  is  amended  by  redesignating  para- 
graph (3)  as  paragraph  (4),  and  by  inserting 
after  paragraph  (2)  the  following  new  para- 
graph: 

"(3)  any  individual  who  performs  services 
that  are  included  under  an  agreement  en- 
tered into  pursuant  to  section  218  of  the 
Social  Security  Act:  or". 

(B)  Section  3306(i)  of  such  Code  is  amend- 
ed by  striking  out  "subparagraphs  (B)  and 
(G)  of  paragraph  (3)"  and  inserting  in  lieu 
thereof  "paragraph  (3)  and  subparagraphs 
(B)  and  (C)  of  paragraph  (4)". 

(c)  Conforming  Amendments  in  Social 
Security  Act.— (1)  Subsections  (e),  (h),  (i), 
(j).  (q),  (r),  (s),  and  (t)  of  section  218  of  the 
Social  Security  Act  are  repealed:  and  subsec- 
tions (f),  (g>,  (k),  (1),  (m),  (n),  (o).  (p).  and 
(u)  of  such  section  are  redesignated  as  sub- 
sections (e).  (f),  (g).  (h).  (i).  (j).  (k).  (1),  and 
(m),  respectively. 


(2)(A)  Section  205(c)(l)(D)(i)  of  such  Act 
is  amended  by  inserting  "(as  in  effect  prior 
to  December  31,  1986)"  after  "section 
218(e)". 

(B)  Section  205(c)(5)(P)(iii)  of  such  Act  is 
amended— 

(i)  by  inserting  "(as  in  effect  prior  to  De- 
cember 31.  1986)"  after  "section  218",  and 

(ii)  by  inserting  "(as  so  in  effect)"  after 
"subsection  (q)  of  such  section". 

(C)  Section  218(d)(6)  of  such  Act  is 
amended— 

(i)  by  striking  out  "subsection  <f)"  in  sub- 
paragraph (A)  and  inserting  in  lieu  thereof 
"subsection  (e)",  and 

(ii)  by  striking  out  "subsection  (f)(1)"  in 
subparagraph  (F)  and  inserting  in  lieu 
thereof  "subsection  (e)(1)". 

(D)  Section  218(d)(8)(D)  of  such  Act  is 
amended  by  striking  out  "subsection  (p)" 
and  inserting  in  lieu  thereof  "subsection 
(1)". 

(E)  Section  218(e)(1)  of  such  Act  (as  redes- 
ignated by  paragraph  (1)  of  this  subsection) 
is  amended  by  striking  out  "Except  as  pro- 
vided in  subsection  (e)(2),  any  agreement" 
and  inserting  in  lieu  thereof  "Any  agree- 
ment". 

(P)  Section  224(a)(2)(B)  of  such  Act  is 
amended  by  striking  out  "section  218(k)" 
and  inserting  in  lieu  thereof  "section 
218(g)". 

(d)  Effective  Date.— The  amendments 
made  by  this  section  are  effective  with  re- 
spect to  payments  due  with  respect  to  wages 
paid  after  December  31.  1986,  including 
wages  paid  after  such  date  by  a  State  (or  po- 
litical subdivision  thereof)  that  modified  its 
agreement  pursuant  to  the  provisions  of  sec- 
lion  218(e)(2)  of  the  Social  Security  Act 
prior  to  the  date  of  the  enactment  of  this 
Act:  except  that  in  cases  where,  in  accord- 
ance with  the  currently  applicable  schedule, 
deposits  of  taxes  due  under  an  agreement 
entered  into  pursuant  to  section  218  of  the 
Social  Security  Act  would  be  required 
within  3  days  after  the  close  of  an  eighth- 
monthly  period,  such  3-day  requirement 
shall  be  changed  to  a  7-day  requirement  for 
wages  paid  prior  to  October  1.  1987,  and  to  a 
5-day  requirement  for  wages  paid  after  Sep- 
tember 30,  1987.  and  prior  to  October  1, 
1988.  Por  wages  paid  prior  to  October  1, 
1988,  the  deposit  schedule  for  taxes  imposed 
under  sections  3101  and  3111  shall  be  deter- 
mined separately  from  the  deposit  schedule 
for  taxes  withheld  under  section  3402  if  the 
taxes  imposed  under  sections  3101  and  3111 
are  due  with  respect  to  service  included 
under  an  agreement  entered  into  pursuant 
to  section  218  of  the  Social  Security  Act. 

SEC.      .  CERTAIN  EXCISE  TAX  DEPOSITS  ACCELER- 
ATED. 

(a)  Tobacco.— Subsection  (b)  of  section 
5703  of  the  Internal  Revenue  Code  of  1954 
(relating  to  method  of  payment  of  tax)  is 
amended  by  striking  out  paragraph  (2)  and 
inserting  in  lieu  thereof  the  following  new 
paragraph: 

"(2)  Time  for  payment  of  taxes.— 

"(A)  In  general.— In  the  case  of  taxes  on 
tobacco  products  and  cigarette  papers  and 
tubes  removed  during  any  semimonthly 
period,  the  last  day  for  the  payment  of  such 
taxes  shall  be  the  14th  day  after  the  last 
day  of  such  semimonthly  period. 

"(B)  Special  rule  where  isth  day  falls 

ON    SATURDAY,    SUNDAY,    OR    HOLIDAY.— If,    bUt 

for  this  subparagraph,  the  due  date  under 
paragraph  (1)  would  fall  on  a  Saturday, 
Sunday,  or  a  Federal  holiday,  such  due  date 
shall  be  the  immediately  preceding  day 
which  is  not  a  Saturday,  Sunday,  or  such  a 
holidtiy." 


(b)  Distilled  Spirits.— Section  5061  of 
the  Internal  Revenue  Code  of  1954  (relating 
to  method  of  collecting  tax)  is  amended  by 
redesignating  subsection  (e)  as  subsection 
(f)  and  by  inserting  after  subsection  (d)  the 
following  new  subsection: 

•(e)  Time  for  Payment  of  Taxes  on  Dis- 
tilled Spirits.— 

•■(1)  In  general.— If— 

••(A)  any  tax  is  imposed  on  distilled  spirits 
under  this  part,  and 

•■(B)  such  distilled  spirits  are  withdrawn 
under  bond  for  deferred  payment  of  tax  or 
from  bonded  premises  (including  customs 
custody), 

the  last  day  for  payment  of  such  tax  shall 
be  the  14th  day  after  the  last  day  of  the 
semimonthly  period  during  which  such 
withdrawal  occurred. 

■•(2)  Exception  where  earlier  payment 
required.— Paragraph  (1)  shall  not  apply  to 
any  tax  imposed  on  distilled  spirits  if  the 
due  date  for  the  payment  of  such  tax  is  ear- 
lier under  subsection  (b). 

••(3)  Special  rule  where  14th  day  falls 

ON    SATURDAY,    SUNDAY,    OR    HOLIDAY.— If,    bUt 

for  this  paragraph,  the  due  date  under  para- 
graph ( 1 )  would  fall  on  a  Saturday.  Sunday, 
or  a  Federal  holiday,  such  due  date  shall  be 
the  immediately  preceding  day  which  is  not 
a  Saturday,  Sunday,  or  such  a  holiday." 

(c)  Effective  Date.  — 

(1)  In  general.— The  amendments  made 
by  this  section  shall  apply  to  taxes  paid 
after  September  30,  1986,  for  semimonthly 
periods  ending  on  or  after  such  date. 

(2)  Special  rule  for  semimonthly  period 
ending  September  is.  i986.— With  respect  to 
remittances  for  taxes  imposed  on  tobacco 
products  and  cigarette  papers  and  tubes 
under  section  5701  of  the  Internal  Revenue 
Code  of  1954  for  the  semimonthly  period 
ending  on  September  15,  1986,  the  last  day 
for  such  remittances  shall  be  October  14, 
1986. 

SEC.      .  INCREASES  IN  CERTAIN  PENALTIES. 

(a)  Aggregate  Negligence  and  Substan- 
tial Understatement  Penalties  Not  to  be 
Less  Than  25  Percent.— 

(1)  In  general.— Subchapter  A  of  chapter 
68  of  subtitle  P  (relating  to  additions  to  tax) 
is  amended  by  redesignating  section  6662  as 
section  6663  and  by  inserting  after  section 
6661  the  following  new  section: 

•SEC.  6fifi2.  AGGREGATE  PENALTY  ON  CERTAIN  I'N- 
DERPAYMENTS  NOT  TO  BE  LESS  THAN 
2.5  PERCENT. 

(a)  General  Rule.— If  there  is  a  tax  im- 
posed under  section  6653(a)  or  6661,  or  l)Oth, 
on  any  portion  of  the  underpayment  or  un- 
derstatement, then  there  is  hereby  imposed 
a  tax  equal  to  the  excess  (if  any)  of— 

••(1)  25  percent  of  the  amount  of  such  por- 
tion, over 

••(2)  the  aggregate  amount  of  taxes  im- 
posed under  sections  6653(a)  and  6661  on 
such  portion. 

■•(b)  Definitions.— For  purposes  of  this 
section,  the  terms  •underpayment'  and  •un- 
derstatement' have  the  meanings  given  such 
terms  by  section  6653(c)(1)  and  6661(b)(2), 
respectively." 

(b)  Increase  in  Tax  on  Failure  to  Make 
Deposit  of  Taxes.— Section  6656(a)  (relat- 
ing to  underpayment  of  deposits)  is  amend- 
ed by  striking  out  "5  percent"  and  inserting 
in  lieu  thereof  "10  percent". 

(c)  Conforming  Amendments,— The  table 
of  sections  for  subchapter  A  of  chapter  68 
of  subtitle  F  is  amended  by  striking  out  the 
item  relating  to  section  6662  and  inserting 
in  lieu  thereof  the  following  new  items: 


"Sec,  6662.  Agi 
d 
tl 

•Sec.  6663.  Ap 

(d)  Effecti 
made  by  this  s 
assessed  after 
Act. 

SEC.      .  APPROPI 

The  confere 
priations  mea£ 
Internal  Revei 
ending  Septen 
following  fun( 
Expenses",  $91 
Returns ".  $1,3 
and  Appeals", 
vestigation,  C« 
ice',  $1,196.58: 
cation  to  the 
priations  purs 
Budget  Act,  as 
current  Resoli 
lution  on  the 
increased  by 
budget  author 

On  page  191 
gether  with  ar 
ty,". 

On  page  191 
with  recourse 
andshall". 

At  the  end  ( 
new  titles: 

TITLE     .-S 

SEC.  .  REMOV/ 
OLD 
ME^ 

(a)  Short  T 
as  the  ••Cost-c 
Act  of  1986'. 

(b)  In  Gener 

(1)  Section  : 
Act  is  amende( 
or  more"  in  pi 
in  lieu  thereof 

(2)  Section  2 
effect  in  Decei 
tain  cases  und 
as  in  effect  aft^ 
by  striking  oul 
per  centum,  s 
lieu  thereof  •'e 

(3)  Section 
amended— 

(A)  by  striki: 
nating  clauses 
(ii),  respectivel 

(B)  by  striki 
clause  (ii)  as  s 
in  lieu  thereof 

(4)  Section  2 
effect  in  Decei 
tain  cases  undi 
as  in  effect  afti 
by  striking  out 
••(ii)". 

(5)  Section  2 
ed  by  insertini 
Adjustment  P 
■Social  Securit 

(6)  Section  ; 
amended  by  st 
percentage  inci 
and  inserting  i 
was  no  wage 
than  zero". 

(c)  Technics 
CRAM.— Section 
amended  to  res 

•■(A)  the  mor 
mined  under  si 
uary  reduced 
which  the  mor 


UMI 


September  19,  1986 


CONGRESSIONAL  RECORD— SENATE 


25031 


XES  ON  Dis- 


tilled spirits 

I  withdrawn 
nt  of  tax  or 
ing  customs 


ER    PAYMENT 

not  apply  to 
pirits  if  the 
h  tax  is  ear- 

H  DAY  FALLS 
)AY.— If,    but 

under  para- 
lay,  Sunday, 
late  shall  be 
which  is  not 
oliday." 

Tients  made 
taxes  paid 
emimonthly 
late. 

THLY  PERIOD 

:h  respect  to 
on  tobacco 
.  and  tubes 
nal  Revenue 
jthly  period 
the  last  day 
October  14, 

LTIES. 

*d  substan- 
3  Not  to  be 

V  of  chapter 
tions  to  tax ) 
:tion  6662  as 
ifter  section 

I  CERTAIN  IN- 
BE  LESS  THAN 

is  a  tax  im- 

661.  or  both. 

ment  or  un- 

eby  imposed 

lof- 

of  such  por- 

)f  taxes  im- 
ind  6661  on 

)ses  of  this 
nt'  and  'un- 
;s  given  such 
i  6661(b)(2). 

'RE  TO  Make 
56(a)  (relat- 
s)  is  amend - 
,nd  inserting 

—The  table 
r  chapter  68 
Icing  out  the 
nd  inserting 
/  items: 


■Sec.  6662.  Aggregate  penalty  on  certain  un- 
derpayments not  to  be  less 
than  25  percent. 

"Sec.  6663.  Applicable  rules." 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  penalties 
assessed  after  the  date  of  enactment  of  this 
Act. 

SEC.     .  APPROPRIATIONS  FOR  IRS  ENFORCEMENT. 

The  conference  agreement  on  the  appro- 
priations measure  providing  funding  for  the 
Internal  Revenue  Service  for  the  fiscal  year 
ending  September  30,  1987,  will  include  the 
following  funding  levels:  for  "Salaries  and 
Expenses",  $95,147,000;  for  "Processing  Tax 
Returns",  $1,332,902,000;  for  "Examinations 
and  Appeals".  $1,623,162,000;  and  for  "In- 
vestigation, Collection,  and  Taxpayer  Serv- 
ice", $1,196,581,000:  Provided,  That  the  allo- 
cation to  the  Senate  Committee  on  Appro- 
priations pursuant  to  section  302(a)  of  the 
Budget  Act.  as  amended,  under  Senate  Con- 
current Resolution  120,  the  concurrent  reso- 
lution on  the  budget  for  fiscal  year  1987.  is 
increased  by  $300,000,000  in  both  new 
budget  authority  and  outlays. 

On  page  191,  lines  11  and  12.  strike  "to- 
gether with  any  underlying  Federal  guaran- 
ty.". 

On  page  191.  lines  22  and  23.  strike  "be 
with  recourse  to  the  Federal  Government 
and  shall". 

At  the  end  of  the  bill,  add  the  following 
new  titles: 

TITLE     .-SOCIAL  SECURITY  COLAS 
SEC.       .   REMOVAL  OF  THREE  PERCENT  THRESH- 
OLD    FOR    COST-OF-LIVING     ADJIST- 
MENTS. 

(a)  Short  Title.— This  title  may  be  cited 
as  the  "Cost-of-Living  Adjustment  Reform 
Act  of  1986". 

(b)  In  General.— 

(1)  Section  215(i)  of  the  Social  Security 
Act  is  amended  by  striking  out  "is  3  percent 
or  more"  in  paragraph  (1)(B)  and  inserting 
in  lieu  thereof  "is  greater  than  zero". 

(2)  Section  215(i)(l)(B)  of  such  Act.  as  in 
effect  in  December  1978  and  applied  in  cer- 
tain cases  under  the  provisions  of  such  Act 
as  in  effect  after  December  1978.  is  amended 
by  striking  out  "exceeds,  by  not  less  than  3 
per  centum,  such  Index"  and  inserting  in 
lieu  thereof  "exceeds  such  Index". 

(3)  Section  2159(i)(2)(C)  of  such  Act  is 
amended— 

(A)  by  striking  out  clause  (i)  and  redesig- 
nating clauses  (ii)  and  (iii)  as  clauses  (i)  and 
(ii).  respectively;  and 

(B)  by  striking  out  "under  clause  (ii)"  in 
clause  (ii)  as  so  redesignated  and  inserting 
in  lieu  thereof  "under  clause  (i)". 

(4)  Section  215(i)(2)(C)  of  such  Act.  as  in 
effect  in  December  1978  and  applied  in  cer- 
tain cases  under  the  provisions  of  such  Act 
as  in  effect  after  December  1978.  is  amended 
by  striking  out  clause  (i)  and  by  striking  out 
"(ii)". 

(5)  Section  215(i)(4)  of  such  Act  is  amend- 
ed by  inserting  "and  by  the  Cost-of-Living 
Adjustment  Reform  Act  of  1986"  after 
"Social  Security  Amendments  of  1983". 

(6)  Section  215(i)(5)(A)(i)  of  such  Act  is 
amended  by  striking  out  "because  the  wage 
percentage  increase  was  less  than  3  percent" 
and  inserting  in  lieu  thereof  "because  there 
was  no  wage  percentage  increase  greater 
than  zero". 

(c)  Technical  Amendment  to  SMI  Pro- 
gram.—Section  1839(f)(2)(A)  of  such  Act  is 
amended  to  read  as  follows: 

"(A)  the  monthly  premium  amount  deter- 
mined under  subsection  (a)(2)  for  that  Jan- 
uary reduced  by  the  amount  (if  any)  by 
which  the  month  benefit  under  section  202 


or  223  for  that  November,  after  the  deduc- 
tion of  the  premium  (disregarding  subsec- 
tion (b))  for  that  individual  for  that  Decem- 
ber and  after  rounding  under  section  215(g), 
would  exceed  the  monthly  benefit  under 
section  202  or  223  for  that  December,  after 
the  deduction  of  monthly  premium  amount 
determined  under  subsection  (a)(2)  (disre- 
garding subsection  (b))  for  that  individual 
for  that  January  and  after  rounding  under 
section  215(g).  or", 
(d)  Effective  Date.—    • 

(1)  Except  as  otherwise  provided  in  this 
subsection,  the  amendments  made  by  this 
section  shall  apply  with  respect  to  cost-of- 
living  increases  determined  in  1986  and  all 
subsequent  years. 

(2)  The  amendments  made  by  paragraphs 
(3)  and  (4)  of  subsection  (b)  shall  apply  with 
respect  to  months  beginning  after  Septem- 
ber 1986. 

(3)  The  amendment  made  by  subsection 
(c)  shall  apply  with  respect  to  monthly  pre- 
miums (under  section  1839  of  the  Social  Se- 
curity Act)  for  months  after  December  1986. 

TITLE-MISCELLANEOUS  PROVISIONS 

SEC.       .  COMPUTATION  OF  RETIREMENT  ANNUITY 
FOR  PART-TIME  EMPLOYMENT. 

(a)  Subsection  (b)  of  section  15204  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  of  1985  (Public  Law  99-272;  100 
Stat.  335)  is  repealed. 

(b)  Subsection  (c)  of  such  section  is  redes- 
ignated as  subsection  (b). 

SEC.       .  .MAKING   RILES  ON  EXTRANEOUS  PROVI- 
SIONS  PERMANENT. 

(a)  Section  20001(c)  of  Public  Law  99-272 
is  amended  by  striking  out  "and  shall 
remain  in  effect  until  January  2,  1987". 

(b)  Senate  Resolution  286,  adopted  De- 
cember 19.  1985.  is  amended  by  striking 
"section  1201"  each  place  it  appears  and  in- 
serting in  lieu  thereof  "section  20001". 

SEC.      .  MODIFICATION  OF  DEADLINE  FOR  SUBMIS- 
SION OF  PRESIDENTS  BUDGET. 

(a)  Section  1105(a)  of  title  31,  United 
States  Code,  is  amended  by  striking  out 
"first  Monday  after  January  3  of  each  year 
(or  on  or  before  February  5  in  1986)"  and  in- 
serting in  lieu  thereof  "first  Tuesday  in  Feb- 
ruary of  each  year". 

(b)  Section  300  of  the  Congressional 
Budget  Act  of  1974  is  amended  by  striking 
out  "First  Monday  after  January  3"  and  in- 
serting in  lieu  thereof  "First  Tuesday  in 
February". 

(c)  Section  1109(a)  of  title  31.  United 
States  Code,  is  amended  by  striking  out  "On 
or  before  the  first  Monday  after  January  3 
of  each  year  (on  or  before  February  5  in 
1986)"  and  inserting  "Concurrently  with 
each  budget  submitted  pursuant  to  section 
1105(a)of  this  title". 

SEC.       .  TREATMENT  OF  LOAN  ASSET  SALES  FOR 
DIRECT  REDUCTION. 

(a)  In  order  to  achieve  the  purposes  of  the 
concurrent  resolution  on  the  budget  for 
fiscal  year  1987.  S.  Con.  Res.  120,  99th  Con- 
gress, and  notwithstanding  any  other  provi- 
sion of  this  Act,  any  sale  of  debentures,  as 
well  as  any  underlying  Federal  guaranty,  by 
the  Secretary  of  the  Treasury,  or  any  other 
agent  of  the  United  States,  pursuant  to  pro- 
visions of  this  Act.  shall  be  without  recourse 
to  the  Federal  Government  and  shall  dis- 
charge the  Federal  Government's  obliga- 
tions with  respect  to  any  individual  purchas- 
er or  assigneee  of  such  debenture. 

(b)  In  the  interest  of  budgetary  savings,  it 
is  the  intent  of  the  Congress  that  this  sec- 
tion be  interpreted  by  the  Secretary  of  the 
Treasury,  or  any  other  agent  of  the  United 
States,  and  any  court  of  law.  as  superseding 


any  provison  of  this  Act  appearing  to  set 
forth  a  contrary  requirement. 


STEVENS  AMENDMENT  NO.  2851 

Mr.  STEVENS  proposed  an  amend- 
ment to  amendment  No.  2850  proposed 
by  Mr.  Domenici  (and  others)  to  the 
bill  S.  2706,  supra;  as  follows: 

Strike  all  from  line  18.  page  18(b)  through 
line  23.  page  18(c). 


CONSOLIDATED  FEDERAL 

FUNDS   REPORT  AMENDMENTS 
OF  1986 


DURENBERGER  AMENDMENT 
NO.  2852 

(Ordered  to  lie  on  the  table.) 

Mr.  DURENBERGER  submitted  an 
amendment  intended  to  be  proposed 
by  him  to  the  bill  (H.R.  3168)  to  re- 
quire the  Director  of  the  Office  of 
Management  and  Budget  to  prepare 
an  annual  report  consolidating  the 
available  data  on  the  geographic  dis- 
tribution of  Federal  funds,  and  for 
other  purposes;  as  follows: 

strike  out  all  after  the  enacting  clause 
and  insert  in  lieu  thereof  the  following: 

Section  1.  This  Act  may  be  cited  as  the 
"Consolidated  Federal  Funds  Report 
Amendments  of  1986". 

Sec  2.  (a)  Title  31.  United  States  Code,  is 
amended  by  inserting  after  chapter  61  the 
following  new  chapter: 

•Chapter  62— Consolidated  Federal  Funds  Report 
"Sec. 

•6201.  Definitions. 

"6202.  Content,  form,  and  data  for  report. 
"6203.  Printing  and  distribution  of  reports 

and  machine-readable  records. 
"6204.  Delegation. 
"6205.  Availability  of  information. 
"6206.  Data  consistency  and  uniformity  of 

data  elements. 
"6207.  Authorization  of  appropriations. 

"§6201.  Dennitions 

"As  used  in  this  chapter,  the  term— 

"(1)  Director'  means  the  Director  of  the 
Office  of  Management  and  Budget; 

"(2)  State'  means  any  State,  the  Com- 
monwealth of  Puerto  Rico,  the  District  of 
Colimibia.  Guam,  American  Samoa,  the 
Virgin  Islands,  the  Commonwealth  of  the 
Northern  Mariana  Islands,  and  the  Trust 
Territory  of  the  Pacific  Islands:  and 

"(3)  'municipality'  means  any  subcounty 
unit  of  general  local  government  that  re- 
ceived Federal  assistance  in  the  fiscal  year 
that  is  the  subject  of  a  report  under  this 
chapter. 

"§  6202.  Content,  form  and  data  for  report 

••(a)  For  fiscal  years  1986.  1987.  1988.  1989, 
and  1990.  not  later  than  180  days  after  the 
end  of  each  fiscal  year,  the  Director  shall 
prepare  a  Consolidated  Federal  Funds 
Report  presenting  the  total  amount  of  Fed- 
eral funds  that  were  obligated  for  expendi- 
ture or  expended  in  each  State,  county  or 
parish,  congressional  district,  and  munici- 
pality of  the  United  States  in  appropriate 
general  categories  of  Federal  funds  during 
the  preceding  fiscal  year.  To  the  extent 
practicable,  such  categories  shall  be  consist- 
ently constituted  from  year  to  year.  The 
report  shall  be  in  the  form  described  in  sub- 
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section  <b)  of  this  section  and  shall  be  based 
on  the  data  referred  to  in  subsection  (c)  of 
this  section. 

■■(b)  The  Director  shall  include  in  each 
report  required  by  subsection  (a)  of  this  sec- 
tion- 
ed) the  total  amount  of  Federal  funds 
that  were  reported  obligated  for  expendi- 
ture in  each  State,  county  or  parish,  con- 
gressional district,  and  municipality  of  the 
United  States  in  appropriate  general  catego- 
ries of  Federal  funds  in  the  fiscal  year  pre- 
ceding the  fiscal  year  in  which  the  report  is 
made:  or 

■■(2)  the  total  amount  of  Federal  funds 
that  were  reported  actually  expended  in 
each  State,  county  or  parish,  congressional 
district,  and  municipality  of  the  United 
States  in  appropriate  categories  in  the  fiscal 
year  preceding  the  fiscal  year  in  which  the 
report  is  made. 

•■(c)  The  report  required  by  subsection  (a) 
of  this  section  shall  be  based  on  the  data  in- 
cluded in— 

•'(1)  the  assistance  awards  information 
system  established  pursuant  to  section 
6102a  of  this  title; 

■■(2)  the  Federal  Procurement  Data 
System  established  pursuant  to  section 
(6)(d)(4)  of  the  Office  of  Federal  Procure- 
ment Policy  Act  (41  U.S.C.  405(d)(4)): 

(3)    the    appropriate   data    files   of   the 
Office  of  Personnel  Management: 

■•(4)  the  payroll,  pension,  and  grants  files 
of  the  Office  of  the  Secretary  of  Defense: 

•■(5)  the  appropriate  data  files  of  the 
United  States  Postal  Service  and  the  Postal 
Rate  Commission: 

■■(6)  the  data  system  used  by  the  Bureau 
of  the  Census  to  prepare  the  annual  Federal 
aid  to  States  report: 

■■(7)  the  retirement  and  disability  files  of 
the  United  States  Coast  Guard,  the  Tennes- 
see Valley  Authority,  the  Commissioned 
Corps  of  the  Public  Health  Service,  the 
Commissioned  Corps  of  the  National  Ocean- 
ic and  Atmospheric  Administration,  and  the 
Foreign  Service: 

•■(8)  the  insurance  claims  files  of  the  Fed- 
eral Emergency  Management  Agency  and 
the  Department  of  Agriculture; 

■■(9)  the  grants  files  of  the  Legal  Services 
Corporation; 

■•(10)  the  excess  earned  income  tax  credit 
file  of  the  Internal  Revenue  Service: 

■■(U)  the  appropriate  data  files  of  the  Na- 
tional Railroad  Passenger  Corporation;  and 
■■(12)    the    payroll    file    of    the    Federal 
Bureau  of  Investigation. 

■■(d)  For  the  purposes  of  subsection  (b)  of 
this  section,  the  general  categories  of  Feder- 
al funds  presented  in  each  report  required 
by  subsection  (a)  of  this  section  shall  in- 
clude data  with  respect  to  grants,  loans,  pur- 
chases and  contracts,  cooperative  agree- 
ments, direct  Federal  payments  to  individ- 
uals, pay  of  civilian  employees  of  the  Gov- 
ernment, military  pay,  annuities,  retirement 
pay,  pensions,  and  disability  compensation. 

"8  6203.  Printinic  and  distribution  of  report.s  and 

machine-readable  records 

■■(a)(1)  The  Director  shall— 

"(A)  prepare— 

■■(i)  printed  copies  of  each  of  the  reports 
required  by  this  chapter;  and 

'■(ii)  machine-readable  records  of  such  re- 
ports: and 

■■(B)  make  the  printed  copies  of  the  re- 
ports and  the  machine-readable  records 
available  to  the  public  for  purchase  at  a 
price  fixed  under  subsection  (b)  of  this  sec- 
tion. 


■■(2)  The  Director  shall  transmit  free  of 
charge  one  of  each  of  the  printed  copies  of 
the  reports  required  by  this  chapter  to— 

■■(A)  each  Federal  regional  depository  li- 
brary; 

■'(B)  the  Committees  on  Government  Op- 
erations, the  Budget,  and  Appropriations  of 
the  House  of  Representatives;  and 

■■(C)  the  Committee  on  Governmental  Af- 
fairs, the  Budget,  and  Appropriations  of  the 
Senate. 

■■(3)  The  Director  shall  also  transmit 
promptly  after  the  end  of  each  calendar 
year,  free  of  charge,  one  machine-readable 
record  of  the  report  required  by  section 
6202  of  this  title  to  the  Committee  on  Rules 
and  Administration  of  the  Senate  and  to  the 
Committee  on  House  Administration  of  the 
House  of  Representatives. 

■■(4)  Subject  to  subsection  (b)  of  this  sec- 
tion, the  Director  may,  at  his  discretion, 
waive  all  or  part  of  the  fee  required  by  sub- 
section (a)(1)(B)  of  this  section. 

■■(b)  In  carrying  out  subsection  (a)(1)(B) 
of  this  section,  the  Director  shall,  based  on 
the  estimates  made  under  paragraphs  (1) 
through  (4)  of  this  subsection,  fix  the  price 
of  each  printed  copy  and  each  machine- 
readable  record  of  the  report  so  that  the  ag- 
gregate revenues  obtained  in  each  fiscal 
year  under  subsection  (a)  of  this  section  will 
cover  as  much  as  is  feasible  of  the  incremen- 
tal costs  incurred  in  making  such  reports 
and  machine-readable  records  available  for 
purchase  by  the  public.  In  computing  such 
costs  the  Director  shall  not  consider  the 
costs  of  the  activities  set  forth  in  sections 
6102a  and  6205  of  this  title  but  shall  consid- 
er- 
ed) the  cost  of  compiling  the  reports  re- 
quired by  this  chapter; 

■■(2)  the  cost  of  preparing  the  printed 
copies  and  machine-readable  records  under 
subsection  (a)  of  this  section: 

•■(3)  the  cost  of  distributing  the  printed 
copies  and  the  machine-readable  records  of 
the  report  for  each  fi.scal  year;  and 

■■(4)  the  number  of  printed  copies  and  the 
number  of  machine-readable  records  of  the 
report  that  will  be  purchased. 

'§6204.  OeleKation 

In  order  to  carry  out  sections  6202  and 
6203  of  this  title,  the  Director  may  delegate 
to  any  authority  of  the  executive  branch  of 
the  Federal  Government  the  responsibility 
for  carrying  out  such  sections.  The  Director 
shall  oversee  the  activities  of  any  authority 
to  which  responsibilities  are  delegated 
under  this  section  and  shall  monitor  the 
compliance  of  each  authority  with  respect 
to  the  requirements  set  forth  in  section  6205 
of  this  title. 
"§620.5.  Availability  uf  information 

Each  head  of  any  authority  of  the  Gov- 
ernment having  custody  of  the  data  files 
and  systems  referred  to  in  section  6202(c)  of 
this  title— 

■•(1)  shall  make  available  to  the  Director 
(or  other  authority  to  which  the  Director 
has  delegated  the  responsibility  to  carry  out 
such  se<*tion)  the  information  requested  in 
the  form  designated:  and 

■■(2)  is  authorized  to  make  available  to  the 
Director  (or  such  other  authority)  such  ad- 
ministrative services,  equipment,  personnel, 
and  facilities  (and  funds  appropriated  there- 
for) as  the  Director  or  such  authority  re- 
quires to  carry  out  such  section. 
"§6206.  Data  consistency  and  uniformity  of  data 
elements 

■■The  Director  shall  designate  a  single  or- 
ganizational unit  to  provide  for  data  consist- 


ency  and   uniform   reporting  of  data  ele- 
ments. 
"S6207.  Authorization  of  appropriations 

■There  are  authorized  to  be  appropriated 
to  carry  out  this  chapter  such  sums  as  may 
be  necessary  for  each  of  the  fiscal  years 
1986.  1987.  1988.  1989,  and  1990.". 

(b)(1)  Section  6102a  of  title  31,  United 
States  Code,  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

■■(c)  the  Director  shall  transmit  promptly 
after  the  end  of  each  calendar  quarter,  free 
of  charge,  the  data  in  the  system  required 
by  subsection  (a)  to  the  Committee  on  Rules 
and  Administration  of  the  Senate  and  to  the 
Committee  on  House  Administration  of  the 
House  of  Representatives.". 

(2)  Section  6101(4)(B)  of  such  title  is 
amended  by  striking  out  'a  department, 
agency,  or  instrumentality  of  the  Govern- 
ment"  and  inserting  in  lieu  thereof  "Assist- 
ance from  an  agency  for  an  agency'^. 

(c)  The  table  of  chapters  for  subtitle  V  of 
title  31,  United  States  Code,  is  amended  by 
inserting  after  the  item  pertaining  to  chap- 
ter 61  the  following  new  item; 

■62.  Consolidated  Federal  Funds  Report 

(d)  The  Consolidated  Federal  Funds 
Report  Act  of  1982  is  repealed. 

•  Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  rise  today  in  support  of  H.R. 
3168.  the  Consolidated  Federal  Funds 
Report  Amendments  of  1985.  The  bill 
is  a  straightforward  reauthorization  of 
a  very  valuable  document— the  consoli- 
dated Federal  funds  report  or  CFFR. 
The  CFFR  provides  important  infor- 
mation on  Federal  outlays  to  individ- 
ual States,  counties,  cities,  and  con- 
gressional districts.  The  categories  in- 
clude grants  to  State  and  local  govern- 
ments and  individuals,  cooperative 
agreements,  loans,  salaries,  contracts, 
et  cetera. 

The  CFFR  pulls  together  this  data 
from  many  different  sources  and  agen- 
cies and  presents  it  is  a  clear  and  con- 
sistent format— a  format  useful  both 
to  administrators  and  managers  in 
Federal  agencies  and  to  those  of  us 
here  on  the  Hill  who  want  a  clear  un- 
derstanding of  the  distribution  and 
impact  of  Federal  aid.  The  report  is 
also  useful  at  the  State  and  local  level 
where  managers  and  planners  rely 
heavily  on  the  CFFR  in  developing 
their  budgets  and  assessing  the  pro- 
posed impact  of  Federal  policy 
changes. 

The  CFFR  is  the  only  complete 
source  of  information  on  Federal  aid 
distribution.  Prepared  by  OMB  and 
Census,  the  report  has  received  favor- 
able comments  from  every  quarter. 
GAO  and  OMB  are  anxious  to  contin- 
ue its  production  and  have  endorsed 
this  reauthorization. 

Since  the  Consolidated  Federal 
Funds  Report  Program  began  in  1983, 
the  administration  has  funded  it 
through  reimbursement  made  to  the 
Bureau  of  the  Census  by  the  partici- 
pating agencies.  Although  section  6207 
authorizes  appropriations  for  the 
CFFR,  the  administration  intends  to 
continue  to  fund  this  program  using 
the    current    reimbursement    mecha- 
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nism.  It  is  my  understanding  that  both 
the  House  and  Senate  are  in  agree- 
ment that  this  approach  should  con- 
tinue to  be  used  in  the  spirit  of  coop- 
eration among  the  participating  agen- 
cies. 

I  should  also  note  that  I  am  offering 
a  set  of  technical  amendments  to  the 
bill.  These  amendments  are  noncon- 
troversial  and  have  been  agreed  to  by 
the  House  managers  of  the  bill. 

The  Consolidated  Federal  Funds 
Report  Amendments  of  1986  will  reau- 
thorize a  report  which  will  produce  in- 
formation of  value  of  Federal,  State, 
and  local  governments  across  the 
country.  I  urge  its  immediate  pas- 
sage.* 


OMNIBUS  BUDGET 
RECONCILIATION  ACT 


ogram  usmg 
lent    mecha- 


QUAYLE  (AND  OTHERS) 
AMENDMENT  NO.  2853 

Mr.  QUAYLE  (for  himself,  Mr. 
ExoN,  Mr.  NiCKLES,  Mr.  Zorinsky,  Mr. 
Humphrey,  Mr.  Gramm,  and  Mr. 
Warner)  proposed  an  amendment  to 
th6  bill  (S.  2706),  supra;  as  follows: 

At  the  appropriate  place  in  the  text  of  the 
bill  insert  the  following:  (Section)  that  (a) 
the  President  may,  within  3  days  of  the 
time  the  President  approves  any  appropria- 
tion bill,  transmit  to  both  Houses  of  Con- 
gress, one  or  more  special  messages  in  ac- 
cordance with  subsection  (b)  proposing  to 
rescind  all  or  part  of  any  item  of  appropria- 
tion provided  in  the  appropriation  bill,  such 
special  messages  shall  be  considered  in  ac- 
cordance with  the  provisions  of  this  resolu- 
tion. 

(b)(1)  Each  special  message  transmitted 
under  subsection  (a)  shall  specify,  with  re- 
spect to  each  item  of  appropriation  (or  part 
thereof)  proposed  by  the  message  to  be  re- 
scinded, the  matters  referred  to  in  para- 
graphs (1)  through  (5)  of  section  1012(a)  of 
the  Impoundment  Control  Act  of  1974  (2 
U.S.C.  683(a)). 

(2)  Each  special  message  transmitted 
under  subsection  (a)  shall  be  accompanied 
by  a  draft  bill  or  joint  resolution  that 
would,  if  enacted,  rescind  each  item  of  ap- 
propriation (or  part  thereof)  proposed  by 
the  message  to  be  rescinded. 

(c)(1)(A)  On  the  day  on  which  a  sp>ecial 
message  proposing  to  rescind  an  item  of  ap- 
propriation is  transmitted  to  the  House  of 
Representatives  and  the  Senate  under  sub- 
section (a),  the  draft  bill  or  joint  resolution 
accompanying  such  special  message  shall  be 
introduced  (by  request)  in  the  House  by  the 
majority  leader  of  the  House,  for  himself 
and  the  minority  leader  of  the  House,  or  by 
the  Members  of  the  House  designated  by 
the  majority  leader  and  the  minority  leader 
of  the  House,  and  shall  be  introduced  (by 
request)  in  the  Senate  by  the  majority 
leader  of  the  Senate,  for  himself  and  the 
minority  leader  of  the  Senate,  or  by  the 
Members  of  the  Senate  designated  by  the 
majority  leader  and  the  minority  leader  of 
the  Senate.  If  either  House  is  not  in  session 
on  the  day  on  which  a  special  message  is 
transmitted,  the  draft  bill  or  joint  resolu- 
tion shall  be  introduced  in  that  House,  as 
provided  in  the  preceding  sentence,  on  the 
first  day  thereafter  on  which  such  House  is 
in  session. 


(B)  A  bill  or  joint  resolution  introduced  in 
the  House  of  Representatives  or  the  Senate 
pursuant  to  subparagraph  (A)  shall  be  re- 
ferred on  the  date  of  introduction  to  the 
Committee  on  Appropriations  of  such 
House.  The  committee  shall  report  the  bill 
or  joint  resolution  without  substantive  revi- 
sion (and  with  or  without  recommendation) 
not  later  than  5  calendar  days  of  continuous 
session  of  the  Congress  after  the  date  on 
which  the  bill  or  joint  resolution  is  intro- 
duced. A  committee  failing  to  report  a  bill 
or  joint  resolution  within  the  5-day  period 
referred  to  in  the  preceding  sentence  shall 
be  automatically  discharged  from  consider- 
ation of  the  bill  or  joint  resolution,  and  the 
bill  or  joint  resolution  shall  be  placed  on  the 
appropriate  calendar. 

(C)  A  vote  on  final  passage  of  a  bill  or 
joint  resolution  introduced  in  a  House  of 
the  Congress  pursuant  to  subparagraph  (A) 
shall  be  taken  on  or  before  the  close  of  the 
10th  calendar  day  of  continuous  session  of 
the  Congress  after  the  date  of  the  introduc- 
tion of  the  bill  or  joint  resolution  in  such 
House.  If  the  bill  or  jpint  resolution  is 
agreed  to,  the  Clerk  of  the  House  of  Repre- 
sentatives (in  the  case  of  a  bill  or  joint  reso- 
lution agreed  to  in  the  House  of  Represent- 
atives) or  the  Secretary  of  the  Senate  (in 
the  case  of  a  bill  or  joint  resolution  agreed 
to  in  the  Senate)  shall  cause  the  bill  or  joint 
resolution  to  be  engrossed,  certified,  and 
transmitted  to  the  other  House  of  the  Con- 
gress on  the  same  calendar  day  on  which 
the  bill  or  joint  resolution  is  agreed  to  by 
such  House. 

(2)  If  prior  to  the  passage  by  one  House  of 
a  bill  or  joint  resolution  introduced  in  that 
House  under  this  section,  that  House  re- 
ceives a  bill  or  joint  resolution  containing 
the  same  provisions  from  the  other  House 
pursuant  to  subparagraph  (C)  of  paragraph 
(1),  then- 

(A)  the  procedure  in  the  House  receiving 
the  bill  or  joint  resolution  with  respect  to 
the  bill  or  joint  resolution  introduced  in 
that  House  shall  be  the  same  as  if  the  bill  or 
joint  resolution  had  not  been  received  from 
the  other  House;  but 

(B)  the  vote  on  final  passage  shall  be  on 
the  bill  or  joint  resolution  of  the  other 
House. 

(3)(A)  A  motion  in  the  House  of  Repre- 
sentatives to  proceed  to  the  consideration  of 
a  bill  or  joint  resolution  under  this  section 
shall  be  highly  privileged  and  not  debatable. 
An  amendment  to  the  motion  shall  not  be  in 
order,  nor  shall  it  be  in  order  to  move  to  re- 
consider the  vote  by  which  the  motion  is 
agreed  to  or  disagreed  to. 

(B)  Debate  in  the  House  of  Representa- 
tives on  a  bill  or  joint  resolution  under  this 
section  shall  be  limited  to  not  more  than  4 
hours,  which  shall  Jse  divided  equally  be- 
tween those  favoring  and  those  opposing 
the  bill  or  joint  resolution.  A  motion  to 
postpone,  made  in  the  House  of  Representa- 
tives with  respect  to  the  consideration  of  a 
bill  or  joint  resolution  under  this  section,  a 
motion  to  proceed  to  the  consideration  of 
other  business,  shall  not  be  in  order.  A 
motion  further  to  limit  debate  shall  not  be 
debatable.  It  shall  not  be  in  order  to  move 
to  table  or  to  recommit  a  bill  or  joint  resolu- 
tion under  this  section  or  to  move  to  recon- 
sider the  vote  by  which  the  bill  or  joint  res- 
olution is  agreed  to  or  disagreed  to. 

(C)  All  appeals  froam  the  decisions  of  the 
Chair  relating  to  the  application  of  the 
Rules  of  the  House  of  Representatives  to 
the  procedure  relating  to  a  bill  or  joint  reso- 
lution under  this  section  shall  be  decided 
without  debate. 


(D)  Except  to  the  extent  specifically  pro- 
vided in  the  preceding  provisions  of  this 
paragraph,  consideration  of  a  bill  or  joint 
resolution  under  this  section  shall  be  gov- 
erned by  the  Rules  of  the  House  of  Repre- 
sentatives applicable  to  other  bills  and  joint 
resolutions  in  similar  circumstances. 

(4)(A)  A  motion  in  the  Senate  to  proceed 
to  the  consideration  of  a  bill  or  joint  resolu- 
tion under  this  section  shall  be  privileged 
and  not  debatable.  An  amendment  to  the 
motion  shall  not  be  in  order,  nor  shall  it  be 
in  order  to  move  to  reconsider  the  vote  by 
which  the  motion  is  agreed  to  or  disagreed 
to. 

(B)  Debate  in  the  Senate  on  a  bill  or  joint 
resolution  under  this  section,  and  all  debat- 
able motions  and  appeals  in  connection 
therewith,  shall  be  limited  to  not  more  than 
4  hours.  The  time  shall  be  equally  divided 
between,  and  controlled  by,  the  majority 
leader  and  the  minority  leader  or  their  des- 
ignees. 

(C)  Debate  in  the  Senate  on  any  debatable 
motion  or  appeal  in  connection  with  a  bill  or 
joint  resolution  under  this  section  shall  be 
limited  to  not  more  than  1  hour,  to  be 
equally  divided  between,  and  controlled  by, 
the  mover  and  the  manager  of  the  bill  or 
joint  resolution,  except  that  in  the  event 
the  manager  of  the  bill  or  joint  resolution  is 
in  favor  of  any  such  motion  or  appeal,  the 
time  in  opposition  thereto,  shall  be  con- 
trolled by  the  minority  leader  or  his  desig- 
nee. Such  leaders,  or  either  of  them,  may, 
from  time  under  their  control  on  the  pas- 
sage of  a  bill  or  joint  resolution,  allot  addi- 
tional time  to  any  Senator  during  the  con- 
sideration of  any  debatable  motion  or 
appeal. 

(D)  A  motion  in  the  Senate  to  further 
limit  debate  on  a  bill  or  joint  resolution 
under  this  section  is  not  debatable.  A 
motion  to  table  or  to  recommit  a  bill  or 
joint  resolution  under  this  section  is  not  in 
order. 

(d)  No  amendment  to  a  bill  or  joint  resolu- 
tion considered  under  this  section  shsdl  be 
in  order  in  either  the  House  of  Representa- 
tives or  the  Senate.  No  motion  to  suspend 
the  application  of  this  subsection  shall  be  in 
order  in  either  House,  nor  shall  it  be  in 
order  in  either  House  for  the  Presiding  Offi- 
cer to  entertain  a  request  to  suspend  the  ap- 
plication of  this  subsection  by  unanimous 
consent. 
•    (e)  For  purposes  of  this  section— 

(1)  "item  of  appropriation"  means  any  nu- 
merically expressed  amount  of  budget  au- 
thority set  forth  in  an  appropriation  bill: 

(2)  "appropriation  bill"  means  any  general 
or  special  appropriation  bill,  and  any  bill  or 
joint  resolution  making  supplemental,  defi- 
ciency, or  continuing  appropriations: 

(3)  "appropriation  Act"  means  any  appro- 
priation bill  that  has  been  approved  by  the 
President  and  become  law; 

(4)  "budget  authority"  has  the  meaning 
given  to  such  term  in  section  3(2)  of  the 
Congressional  Budget  and  Impoundment 
Control  Act  of  1974  (2  U.S.C.  622(2)):  and 

(5)  continuity  of  a  session  of  the  Congress 
shall  be  considered  as  broken  only  by  an  ad- 
journment of  the  Congress  sine  die.  and  the 
days  on  which  either  House  is  not  in  session 
because  of  an  adjournment  of  more  than  3 
days  to  a  day  certain  shall  be  excluded  in 
the  computation  of  the  5-day  and  10-day  pe- 
riods referred  to  in  subsection  (c)  of  this  sec- 
tion. If  a  special  message  is  transmitted 
under  this  section  during  any  Congress  and 
the  last  session  of  the  Congress  adjourns 
sine  die  before  the  expiration  of  10  calendar 
days  of  continuous  session  (or  a  special  mes- 
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sage  is  transmitted  after  the  last  session  of 
the  Congress  adjourns  sine  die),  the  mes- 
sage shall  be  deemed  to  have  been  retrans- 
mitted on  the  first  day  of  the  succeeding 
Congress  and  the  5-day  and  10-day  periods 
referred  to  in  subsection  (c)  of  this  section 
shall  commence  on  the  day  after  such  first 
day. 

(f)  The  provisions  of  this  section  are  en- 
acted by  the  Congress— 

( 1 )  as  an  exercise  of  the  rulemaking  power 
of  the  House  of  Representatives  and  the 
Senate,  respectively,  and  as  such  they  shall 
be  considered  as  part  of  the  rules  of  each 
House.  resF)ectively,  or  of  that  House  to 
which  they  specifically  apply,  and  such 
rules  shall  supersede  other  rules  only  to  the 
extent  that  they  are  inconsistent  therewith; 
and 

(2)  with  full  recognition  of  the  constitu- 
tional right  of  either  House  to  change  such 
rules  (so  far  as  relating  to  such  House)  at 
any  time,  in  the  same  manner,  and  to  the 
same  extent  as  in  the  case  of  any  other  rule 
of  such  House. 


Sec.  1002. 
Sec.  1003. 
Sec.  1004. 
Sec.  1005. 


TRIBLE  (AND  WARNER) 
AMENDMENT  NO.  2854 

Mr.  TRIBLE  (for  himself  and  Mr. 
Warner)  proposed  an  amendment  to 
amendment  No.  2850  proposed  by  Mr. 
DoMENici  (and  others)  to  the  bill  (S. 
2706),  supra;  as  follows: 

At  the  end  of  the  amendment,  add  the  fol- 
lowing new  title: 

TITLE  X— METROPOLIT.\N  WASHINGTON 

AIRPORTS 

SEC.  1001.  SHORT  TITLE  .AND  TABLE  OF  CONTENTS. 

This  title  may  be  cited  as  the  ■Metropoli- 
tan Washington  Airports  Act  of  1986". 

TABLE  OF  CONTENTS 
Sec.  1001.  Short  title  and  table  of  contents. 
Findings. 
Purpose. 
Definitions. 

Lease  of  Metropolitan  Washing- 
ton Airports. 
1006.  Capital  improvements,  construc- 
tion, and  rehabilitation. 
Airports  Authority. 
Federal  employees  at  the  Metro- 
politan Washington  Airports. 
Sec.  1009.  Relationship    to    and    effect    of 

other  laws. 
Sec.  1010.  Authority  to  negotiate  extension 
of  lease. 
Separability. 
Nonstop  flights. 

SEC'.  1002.  FINDINCS. 

The  Congress  finds  that— 

( 1 )  the  two  federally  owned  airports  in  the 
metropolitan  area  of  Washington,  District 
of  Columbia,  constitute  an  important  and 
growing  part  of  the  commerce,  transporta- 
tion, and  economic  patterns  of  the  Com- 
monwealth of  Virginia,  the  District  of  Co- 
lumbia, and  the  surrounding  region; 

(2)  Baltimore/Washington  International 
AlrfMjrt,  owned  and  operated  by  the  State  of 
Maryland,  is  an  air  transportation  facility 
that  provides  service  to  the  greater  Metro- 
politan Washington  region  together  with 
the  two  federally  owned  airports,  and  timely 
Federal-aid  grants  to  Baltimore/Washing- 
ton International  Airport  will  provide  addi- 
tional capacity  to  meet  the  growing  air  traf- 
fic needs  and  to  compete  with  other  airports 
on  a  fair  basis: 

(3)  the  Federal  Government  has  a  con- 
tinuing but  limited  interest  in  the  operation 
of  the  two  federally  owned  airports,  which 


Sec. 

Sec. 
Sec. 


Sec. 
Sec. 


1007. 
1008. 


1011. 
1012. 


serve  the  travel  and  cargo  needs  of  the 
entire  Metropolitan  Washington  region  as 
well  as  the  District  of  Columbia  as  the  na- 
tional seat  of  government; 

(4)  operation  of  the  Metropolitan  Wash- 
ington Airports  by  an  independent  local 
agency  will  facilitate  timely  improvements 
at  both  airports  to  meet  the  growing 
demand  of  interstate  air  transportation  oc- 
casioned by  the  Airline  Deregulation  Act  of 
1978  (Public  Law  95-504;  92  Stat.  1705); 

(5)  all  other  major  air  carrier  airports  in 
the  United  States  are  operated  by  public  en- 
tities at  the  State,  regional,  or  local  level; 

(6)  any  change  in  status  of  the  two  air- 
ports must  take  into  account  the  interest  of 
nearby  communities,  the  traveling  public, 
air  carriers,  general  aviation,  airport  em- 
ployees, and  other  interested  groups,  as  well 
as  the  interests  of  the  Federal  Government 
and  State  governments  involved; 

(7)  in  recognition  of  the  limited  need  for  a 
Federal  role  in  the  management  of  these 
airports  and  the  growing  local  interest,  the 
Secretary  has  recommended  a  transfer  of 
authority  from  the  Federal  to  the  local/ 
State  level  that  is  consistent  with  the  man- 
agement of  major  airports  elsewhere  in  the 
Nation; 

(8)  an  operating  authority  with  represen- 
tation from  local  jurisdictions,  similar  to  au- 
thorities at  all  major  airports  in  the  United 
States,  will  improve  communications  with 
local  officials  and  concerned  residents  re- 
garding noise  at  the  Metropolitan  Washing- 
ton Airports: 

(9)  a  commission  of  congressional.  State, 
and  local  officials  and  aviation  representa- 
tives has  recommended  to  the  Secretary 
that  transfer  of  the  federally  owned  air- : 
ports  be  as  a  unit  to  an  independent  author- 
ity to  be  created  by  the  Commonwealth  of 
Virginia  and  the  District  of  Columbia;  and 

(10)  the  Federal  interest  in  these  airports 
can  be  provided  through  a  lease  mechanism 
which  provides  for  local  control  and  oper- 
ation. 

SEC.  1003.  PIRPOSE. 

(a)  In  General.— It  is  therefore  declared 
to  be  the  purpose  of  the  Congress  in  this 
title  to  authorize  the  transfer  of  operating 
responsibility  under  long-term  lease  of  the 
two  Metropolitan  Washington  Airport  prop- 
erties as  a  unit,  including  access  highways 
and  other  related  facilities,  to  a  properly 
constituted  independent  airport  authority 
created  by  the  Commonwealth  of  Virginia 
and  the  District  of  Columbia,  in  order  to 
achieve  local  control  over  the  management, 
operation,  and  development  of  these  impor- 
tant transportation  assets. 

(b)  Inclusion  of  BWI  Not  Precluded.— 
Nothing  in  this  title  shall  be  construed  to 
prohibit  the  Airports  Authority  and  the 
State  of  Maryland  from  entering  into  an 
agreement  whereby  Baltimore/Washington 
International  Airport  may  be  made  part  of  a 
regional  airports  authority,  subject  to  terms 
and  conditions  agreed  to  by  the  Airports 
Authority,  the  Secretary,  the  Common- 
wealth of  Virginia,  the  District  of  Columbia, 
and  the  State  of  Maryland. 

SEC.  1004.  DEFINITIONS. 

In  this  title— 

(1)  Administrator.- The  term  "Adminis- 
trator" means  the  Administrator  of  the  Fed- 
eral Aviation  Administration. 

(2)  Airports  Authority.- The  term  "Air- 
ports Authority"  means  the  Metropolitan 
Washington  Airports  Authority,  a  public 
body  to  be  created  by  the  Commonwealth  of 
Virginia  and  the  District  of  Columbia  con- 
sistent with  the  requirements  of  section 
1007. 


(3)  Employees.— The  term  "employees" 
means  all  permanent  Federal  Aviation  Ad- 
ministration personnel  employed  on  the 
date  the  lease  under  section  1005  takes 
effect  by  the  Metropolitan  Washington  Air- 
ports, an  organization  within  the  Federal 
Aviation  Administration. 

(4)  Metropolitan  Washington  Air- 
ports.—The  term  "Metropolitan  Washing- 
ton Airports"  means  Washington  National 
Airport  and  Washington  Dulles  Internation- 
al Airport. 

(5)  Secretary.— The  term  "Secretary" 
means  the  Secretary  of  Transportation. 

(6)  Washington  Dulles  International 
Airport.— The  term  "Washington  Dulles 
International  Airport"  means  the  airport 
constructed  under  the  Act  entitled  "An  Act 
to  authorize  the  construction,  protection, 
operation,  and  maintenance  of  a  public  air- 
port in  or  in  the  vicinity  of  the  District  of 
Columbia",  approved  September  7,  1950  (64 
Stat.  770),  and  includes  the  Dulles  Airport 
Access  Highway  and  Right-of-way,  including 
the  extension  between  the  Interstate 
Routes  1-495  and  1-66. 

(7)  Washington  National  Airport.— The 
term  "Washington  National  Airport"  means 
the  airport  described  in  the  Act  entitled  "An 
Act  to  provide  for  the  administration  of  the 
Washington  National  Airport,  and  for  other 
purposes",  approved  June  29,  1940  (54  Stat. 
686). 

sec.  100.1.  lease  of  metropolitan  washington 
airports. 

(a)  Authority  To  Enter  Into  Lease.— The 
Secretary  is  directed  to  enter  into  a  lease  of 
the  Metropolitan  Washington  Airports  with 

.'the  Airports  Authority  for  a  50-year  term 
and  to  enter  into  any  related  agreement 
necessary  for  the  transfer  of  authority  and 
property  to  the  Airports  Authority  within 
nine  months  after  the  date  of  the  enact- 
ment of  this  title. 

(b)  Payments.— 

(1)  Lease  payments.— The  lease  shall  pro- 
vide for  the  Airports  Authority  to  pay  to 
the  general  fund  of  the  Treasury 
$150,000,000  over  the  term  of  the  lease,  in 
equal  annual  installments. 

(2)  Retirement  obligations.— 

(A)  Discontinued  service.— Not  later 
than  one  year  after  the  lease  takes  effect, 
the  Airports  Authority  shall  pay  to  the 
Treasury  of  the  United  States,  to  be  deposit- 
ed to  the  credit  of  the  Civil  Service  Retire- 
ment and  Disability  Fund,  an  amount  deter- 
mined by  the  Office  of  Personnel  Manage- 
ment to  represent  the  actual  added  costs  in- 
curred by  the  Fund  due  to  discontinued 
service  retirement  under  section  8336(d)(1) 
of  title  5.  United  States  Code,  of  employees 
who  elect  not  to  transfer  to  the  Airports  Au- 
thority. 

(B)  Unfunded  liability.- Not  later  than 
two  months  after  the  lease  takes  effect,  the 
Airports  Authority  shall  pay  to  the  Treas- 
ury of  the  United  States,  to  be  deposited  to 
the  credit  of  the  Civil  Service  Retirement 
and  Disability  Fund,  an  amount  determined 
by  the  Office  of  Personnel  Management  to 
represent  the  present  value  of  the  differ- 
ence between  (i)  the  future  cost  of  benefits 
payable  from  the  Fund  and  due  the  employ- 
ees covered  under  section  1008(e)  of  this 
title  that  are  attributable  to  the  period  of 
employment  following  the  date  the  lease 
takes  effect,  and  (ii)  the  contributions  made 
by  the  employees  and  the  Airports  Author- 
ity under  section  1008(e).  In  determining 
the  amount  due,  the  Office  of  Personnel 
Management  shall  take  into  consideration 
the  actual  interest  such  amount  can  be  ex- 
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pected to  earn  when  invested  in  the  Treas- 
ury of  the  United  States. 

(c)  Minimum  Terms  and  Conditions— The 
Airports  Authority  shall  agree,  at  a  mini- 
mum, to  the  following  conditions  and  re- 
quirements in  the  lease: 

( 1 )  Operation  of  airports  as  a  unit.— The 
Airports  Authority  shall  operate,  maintain, 
protect,  promote,  and  develop  the  Metropol- 
itan Washington  Airports  as  a  unit  and  as 
primary  airports  serving  the  Metropolitan 
Washington  area. 

(2)  Airport  purposes.— The  real  property 
constituting  the  Metropolitan  Washington 
Airports  shall,  during  the  period  of  the 
lease,  be  used  only  for  airport  purposes.  For 
the  purposes  of  this  paragraph,  the  term 
"airport  purposes"  means  a  use  of  property 
interests  (other  than  a  sale)  for  aviation 
business  or  activities,  or  for  activities  neces- 
sary or  appropriate  to  serve  passengers  or 
cargo  in  air  commerce,  or  for  nonprofit, 
public  use  facilities.  If  the  Secretary  deter- 
mines that  any  portion  of  the  real  property 
l*»ased  to  the  Airports  Authority  pursuant 
to  this  Act  is  used  for  other  than  airport 
purposes,  the  Secretary  shall  (A)  direct  that 
appropriate  measures  be  taken  by  the  Air- 
ports Authority  to  bring  the  use  of  such 
portion  of  real  property  in  conformity  with 
airport  purposes,  and  (B)  retake  possession 
of  such  portion  of  real  property  if  the  Air- 
ports Authority  fails  to  bring  the  use  of 
such  portion  into  a  conforming  use  within  a 
reasonable  period  of  time,  as  determined  by 
the  Secretary. 

(3)  AIP  REQUIREMENTS.- The  Airports  Au- 
thority shall  be  subject  to  the  requirements 
of  section  511(a)  of  the  Airport  and  Airway 
Improvement  Act  of  1982  and  the  assur- 
ances and  conditions  required  of  grant  re- 
cipients under  such  Act  as  of  the  date  the 
lease  takes  effect.  Notwithstanding  section 
511(a)(12)  of  such  Act.  all  revenues  generat- 
ed by  the  Metropolitan  Washington  Air- 
ports shall  be  expended  for  the  capital  and 
operating  costs  of  such  airports. 

(4)  Contracts.— In  acquiring  by  contract 
supplies  or  services  for  an  amount  estimated 
to  be  in  excess  of  $200,000.  or  awarding  con- 
cession contracts,  the  Airports  Authority 
shall  obtain,  to  the  maximum  extent  practi- 
cable, full  and  open  competition  through 
the  use  of  published  competitive  proce- 
dures. By  a  vote  of  seven  members,  the  Air- 
ports Authority  may  grant  exceptions  to  the 
requirements  of  this  paragraph. 

(5)  Continuation  of  regulations.— 

(A)  In  general.— Except  as  provided  in 
subparagraph  (B).  all  regulations  of  the 
Metropolitan  Washington  Airports  (14 
C.F.R.  part  159)  shall  become  regulations  of 
the  Airports  Authority  on  the  date  the  lease 
takes  effect  and  shall  remain  in  effect  until 
modified  or  revoked  by  the  Airports  Author- 
ity in  accordance  with  procedures  of  the 
Airports  Authority. 

(B)  Exceptions.- The  following  regula- 
tions shall  cease  to  be  in  effect  on  the  date 
the  lease  takes  effect: 

(i)  section  159.59(a)  of  title  14.  Code  of 
Federal  Regulations  (relating  to  new-tech- 
nology aircraft):  and 

(ii)  section  159.191  of  title  14.  Code  of  Fed- 
eral Regulations  (relating  to  violations  of 
Federal  Aviation  Administration  regulations 
as  Federal  misdemeanors). 

(C)  Operations.— The  Airports  Authority 
may  not  increase  or  decrease  the  numl)er  of 
instrument  flight  rule  takeoffs  and  landings 
authorized  by  the  High  Density  Rule  (14 
C.F.R.  93.121  et  seq.)  at  Washington  Nation- 
al Airport  on  the  date  of  the  enactment  of 
this  Act  and  may  not  impose  a  limitation 


after  the  date  the  lease  takes  effect  on  the 
number  of  passengers  taking  off  or  landing 
at  Washington  National  Airport. 

(6)  Transfer  of  rights,  liabilities,  and 
obligations.— 

(A)  In  GENERAL.— Except  as  specified  in 
subparagraph  (B)  of  this  paragraph,  the 
Airports  Authority  shall  assume  all  rights, 
liabilities,  and  obligations  (tangible  and  in- 
corporeal, present  and  executory)  of  the 
Metropolitan  Washington  Airports  on  the 
date  the  lease  takes  effect,  including  leases, 
permits,  licenses,  contracts,  agreements, 
claims,  tariffs,  accounts  receivable,  accounts 
payable,  and  litigation  relating  to  such 
rights  and  obligations,  regardless  whether 
judgment  has  been  entered,  damages  award- 
ed, or  appeal  taken.  Before  the  date  the 
lease  takes  effect,  the  Secretary  shall  also 
assure  that  the  Airports  Authority  has 
agreed  to  cooperate  in  allowing  representa- 
tives of  the  Attorney  General  and  the  Sec- 
retary adequate  access  to  employees  and 
records  when  needed  for  the  performance  of 
functions  related  to  the  period  before  the 
effectiveness  of  the  lease.  The  Airports  Au- 
thority shall  assume  responsibility  for  the 
Federal  Aviation  Administration's  Master 
Plans  for  the  Metropolitan  Washington  Air- 
ports. 

(B)  Exceptions.— The  procedure  for  dis- 
putes resolution  contained  in  any  contract 
entered  into  on  behalf  of  the  United  States 
before  the  date  the  lease  takes  effect  shall 
continue  to  govern  the  performance  of  the 
contract  unless  otherwise  agreed  to  by  the 
parties  to  the  contract.  Claims  for  monetary 
damages  founded  in  tort,  by  or  against  the 
United  States  as  the  owner  and  operator  of 
the  Metropolitan  Washington  Airports,  aris- 
ing before  the  date  the  lease  takes  effect 
shall  be  adjudicated  as  if  the  lease  had  not 
been  entered  into. 

(C)  Payments  into  employees'  compensa- 
tion FUND.— The  Federal  Aviation  Adminis- 
tration shall  remain  responsible  for  reim- 
bursing the  Employees'  Compensation 
Fund,  pursuant  to  section  8147  of  title  5, 
United  States  Code,  for  compensation  paid 
or  payable  after  the  date  the  lease  takes 
effect  in  accordance  with  chapter  81  of  title 
5.  United  States  Code,  with  regard  to  any 
injury,  disability,  or  death  due  to  events 
arising  before  such  date,  whether  or  not  a 
claim  has  been  filed  or  is  final  on  such  date. 

(D)  Collective  bargaining  rights.— The 
Airports  Authority  shall  continue  all  collec- 
tive bargaining  rights  enjoyed  before  the 
date  the  lease  takes  effect  by  employees  of 
the  Metropolitan  Washington  Airports. 

(7)  Audits.— The  Comptroller  General  of 
the  United  States  may  conduct  periodic 
audits  of  the  activities  and  transactions  of 
the  Airports  Authority  in  accordance  with 
generally  accepted  management  principles, 
and  under  such  rules  and  regulations  as 
may  be  prescribed  by  the  Comptroller  Gen- 
eral. Any  such  audit  shall  be  conducted  at 
such  place  or  places  as  the  Comptroller 
General  may  deem  appropriate.  All  books, 
accounts,  records,  reports,  files,  papers,  and 
property  of  the  Airports  Authority  shall 
remain  in  possession  and  custody  of  the  Air- 
ports Authority. 

(8)  Code  of  ethics.— The  Airports  Author- 
ity shall  develop  a  code  of  ethics  and  finan- 
cial disclosure  in  order  to  assure  the  integri- 
ty of  all  decisions  made  by  the  board  and  its 
employees. 

(9)  Restriction  on  use  of  certain  reve- 
nues.—Notwithstanding  any  other  provision 
of  law,  no  landing  fee  imposed  for  operating 
an  aircraft  or  revenues  derived  from  parking 
automobiles— 


(A)  at  Washington  Dulles  International 
Airport  may  be  used  for  maintenance  or  op- 
erating expenses  (excluding  debt  senice,  de- 
preciation, and  amortization)  at  Washing- 
ton National  Airport;  or 

(B)  at  Washington  National  Airport  may 
be  used  for  maintenance  or  operating  ex- 
penses (excluding  debt  service,  depreciation, 
and  amortization)  at  Washington  Dulles 
International  Airport. 

(10)  General  aviation  fees.— The  Airports 
Authority  shall  compute  the  fees  and 
charges  for  landing  general  aviation  aircraft 
at  the  Metropolitan  Washington  Airports 
on  the  same  basis  as  the  landing  fees  for  air 
carrier  aircraft,  except  that  the  Airports 
Authority  may  require  a  minimum  landing 
fee  not  in  excess  of  the  landing  fee  for  air- 
craft weighing  12.500  pounds. 

(11)  Other  terms.— The  Secretary  shall 
include  such  other  terms  and  conditions  ap- 
plicable to  the  parties  to  the  lease  as  are 
consistent  with  and  carry  out  the  provisions 
of  this  title. 

(d)  Submission  to  Congress.— The  Secre- 
tary shall  submit  the  lease  entered  into 
under  this  section  to  Congress.  The  lease 
may  not  take  effect  before  the  passage  of 
(1)  30  days,  or  (2)  10  days  in  which  either 
House  of  Congress  is  in  session,  whichever 
occurs  later. 

(e)  Enforcement  of  Lease  Provisions.— 
The  district  courts  of  the  United  States 
shall  have  jurisdiction  to  compel  the  Air- 
ports Authority  and  its  officers  and  employ- 
ees to  comply  with  the  terms  of  the  lease. 
An  action  may  be  brought  on  behalf  of  the 
United  States  by  the  Attorney  General,  or 
by  any  aggrieved  party. 

SEC.    100«.    CAPITAL    IMPROVEMENTS.    CONSTRIC- 
TION. AND  REHABILIT.ATION. 

(a)  Improvements.— It  is  the  sense  of  the 
Congress  that  the  Airports  Authority 
should— 

(.1)  pursue  the  improvement,  construction, 
and  rehabilitation  of  the  facilities  at  Wash- 
ington Dulles  International  Airport  and 
Washington  National  Airport  simultaneous- 
ly: and 

(2)  to  the  extent  practicable,  cause  the  im- 
provement, construction,  and  rehabilitation 
proposed  by  the  Secretary  to  be  completed 
at  both  of  such  Airports  within  5  years  after 
the  earliest  dale  on  which  the  Airports  Au- 
thority issues  bonds  under  the  authority  re- 
quired by  section  1007  of  this  title  for  any 
such  improvement,  construction,  or  rehabili- 
tation. 

(b)  Secretary's  Assistance.— The  Secre- 
tary shall  assist  the  three  airports  sening 
the  Washington.  D.C.,  metropolitan  area  in 
planning  for  operational  and  capital  im- 
provements at  those  airports  and  shall  ac- 
celerate consideration  of  applications  for 
Federal  financial  assistance  by  whichever  of 
the  three  airports  is  most  in  need  of  increas- 
ing airside  capacity. 

SEC.  1007.  airports  AITHORITY. 

(a)  Powers  Conferred  by  Virginia  and 
THE  District  of  Columbia.— The  Airports 
Authority  shall  be  a  public  l)ody  corporate 
and  politic,  having  the  powers  and  jurisdic- 
tion as  are  conferred  upon  it  jointly  by  the 
legislative  authority  of  the  Commonwealth 
of  Virginia  and  the  District  of  Columbia  or 
by  either  of  the  jurisdictions  and  concurred 
in  by  the  legislative  authority  of  the  other 
jurisdiction,  but  at  a  minimum  meeting  the 
requirements  of  this  section. 

(b)  Purpose.— The  Airports  Authority 
shall  be— 

(1)  independent  of  the  Commonwealth  of 
Virginia  and  its  local  governments,  the  Dis- 
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trict  of  Columbia,  and  the  Federal  Govern- 
ment; and 

(2)  a  political  subdivision  constituted 
solely  to  operate  and  improve  both  Metro- 
politan Washington  Airports  as  primary  air- 
ports serving  the  Metropolitan  Washington 
area. 

(c)  General  Authorities.— The  Airports 
Authority  shall  be  authorized— 

(1 )  to  acquire,  maintain,  improve,  operate, 
protect,  and  promote  the  Metropolitan 
Washington  Airports  for  public  purposes: 

(2)  to  issue  t>onds  from  time  to  time  in  its 
discretion  for  public  purposes,  including  the 
purposes  of  paying  all  or  any  part  of  the 
cost  of  airport  improvements,  construction. 
and  rehabilitation,  and  the  acquisition  of 
real  and  personal  property,  including  oper- 
ating equipment  for  the  airports,  which 
bonds— 

(A)  shall  not  constitute  a  debt  of  either  ju- 
risdiction or  a  political  subdivision  thereof: 
and 

(B)  may  be  secured  by  the  Airports  Au- 
thority's revenues  generally,  or  exclusively 
from  the  income  and  revenues  of  certain 
designated  projects  whether  or  not  they  are 
financed  in  whole  or  part  from  the  proceeds 
of  such  bonds; 

(3)  to  acquire  real  and  personal  property 
by  purchase,  lease,  transfer,  or  exchange, 
and  to  exercise  such  powers  of  eminent 
domain  within  the  Commonwealth  of  Vir- 
ginia as  are  conferred  upon  it  by  the  Com- 
monwealth of  Virginia: 

(4)  to  levy  fees  or  other  charges;  and 

(5)  to  make  and  maintain  agreements  with 
employee  organizations  to  the  extent  that 
the  Federal  Aviation  Administration  is  so 
authorized  on  the  date  of  enactment  of  this 
title. 

<d)  Confxict-of-Interest  Provisions.— 
The  Airports  Authority  shall  be  subject  to  a 
conflict-of-interest  provision  providing  that 
members  of  the  board  and  their  immediate 
families  may  not  be  employed  by  or  other- 
wise hold  a  substantial  financial  interest  in 
any  enterprise  that  has  or  is  seeking  a  con- 
tract or  agreement  with  the  Airports  Au- 
thority or  is  an  aeronautical,  aviation  serv- 
ices, or  airport  services  enterprise  that  oth- 
erwise has  interests  that  can  be  directly  af- 
'  fected  by  the  Airports  Authority.  Excep- 
tions to  requirement  of  the  preceding  sen- 
tence may  t*  made  by  the  official  appoint- 
ing a  member  at  the  time  the  member  is  ap- 
pointed, if  the  financial  interest  is  fu"y  dis- 
closed and  so  long  as  the  member  does  not 
participate  in  board  decisions  that  directly 
affect  such  interest.  The  Airports  Authority 
shall  include  in  its  code  developed  under 
section  1005(0(8)  of  this  title  the  standards 
by  which  members  will  determine  what  con- 
stitutes a  substantial  financial  interest  and 
the  circumstances  under  which  an  exception 
may  be  granted. 

(e)  Board  op  Directors.— 

(1)  Appointment.— The  Airports  Authority 
shall  be  governed  by  a  board  of  directors  of 
11  members,  as  follows: 

(A)  5  members  shall  be  appointed  by  the 
Governor  of  Virginia; 

(B)  three  members  shall  be  appointed  by 
the  Mayor  of  the  District  of  Columbia: 

(C)  two  members  shall  be  appointed  by 
the  Governor  of  Maryland:  and 

(D)  one  member  shall  be  appointed  by  the 
President  with  the  advice  and  consent  of 
the  Senate. 

The  Chairman  shall  be  appointed  from 
among  the  members  by  majority  vote  of  the 
members  and  shall  serve  until  replaced  by 
majority  vote  of  the  members. 


(2)  Restrictions.- Members  shall  (A)  not 
hold  elective  or  appointive  political  office. 
(B)  serve  without  compensation  other  than 
for  reasonable  expenses  incident  to  board 
functions,  and  (C)  reside  within  the  Wash- 
ington Standard  Metropolitan  Statistical 
Area,  except  that  the  member  appointed  by 
the  President  shall  not  be  required  to  reside 
in  that  area. 

(3)  Terms.— Members  shall  be  appointed 
to  the  board  for  a  term  of  6  years,  except 
that  of  members  first  appointed— 

(A)  by  the  Governor  of  Virginia.  2  shall  be 
appointed  for  4  years  and  2  shall  be  appoint- 
ed for  2  years; 

(B)  by  the  Mayor  of  the  District  of  Co- 
lumbia. 1  shall  be  appointed  for  4  years  and 
1  shall  be  appointed  for  2  years:  and 

(C)  by  the  Governor  of  Maryland,  1  shall 
be  appointed  for  4  years. 

(4)  Removal  of  presidential  appointees.— 
A  member  of  the  board  appointed  by  the 
President  shall  be  subject  to  removal  by  the 
President  for  cause. 

(5)  Required  number  of  votes.— Seven 
votes  shall  t)e  required  to  approve  ~  bond 
issues  and  the  annual  budget. 

(f)  Board  of  Review.— 

(1)  Composition.— The  board  of  directors 
shall  be  subject  to  review  of  its  actions  and 
to  requests,  in  accordance  with  this  subsec- 
tion, by  a  Board  of  Review,  of  the  Airports 
Authority,  established  by  the  board  of  direc- 
tors. The  Board  of  Review  shall  consist  of 
the  following,  in  their  individual  capacities, 
as  representatives  of  users  of  the  Metropoli- 
tan Washington  Airports: 

(A)  4  members  of  the  House  of  Represent- 
atives from  a  list  provided  by  the  Speaker  of 
the  House: 

(B)  4  members  of  the  Senate  from  a  list 
provided  by  the  President  pro  tempore  of 
the  Senate;  and 

(C)  one  member  chosen  alternately  from 
members  of  the  House  of  Representatives 
and  members  of  the  Senate,  from  a  list  pro- 
vided by  the  Speaker  of  the  House  or  the 
President  pro  tempore  of  the  Senate,  re- 
spectively. 

The  members  of  the  Board  of  Review  shall 
elect  a  chairman.  A  member  of  the  House  of 
Representatives  or  the  Senate  from  Mary- 
land or  Virginia  and  the  Delegate  from  the 
District  of  Columbia  may  not  serve  on  the 
Board  of  Review. 

(2)  Terms.— Members  of  the  Board  of 
Review  appointed  under  subparagraphs  (A) 
and  (B)  of  paragraph  (1)  shall  be  appointed 
for  terms  of  6  years,  except  that  of  the 
members  first  appointed  one  member  under 
each  of  subparagraphs  (A)  and  (B)  shall  be 
appointed  for  a  term  of  two  years  and  one 
member  under  each  of  subparagraphs  (A) 
and  (B)  shall  be  appointed  for  a  term  of 
four  years.  Members  of  the  Board  of  Review 
appointed  under  subparagraph  (C)  shall  be 
appointed  for  terms  of  2  years.  A  vacancy  in 
the  Board  shall  be  filled  in  the  same 
manner  in  which  the  original  appointment 
was  made.  Any  member  appointed  to  fill  a 
vacancy  l)efore  the  expiration  of  the  term 
for  which  his  or  her  predecessor  was  ap- 
pointed shall  be  appointed  only  for  the  re- 
mainder of  such  term. 

(3)  Procedures.- The  Board  of  Review 
shall  establish  procedures  for  conducting  its 
business.  The  procedures  may  include  re- 
quirements for  a  quorum  at  meetings  and 
for  proxy  voting.  The  Board  shall  meet  at 
least  once  each  year  and  shall  meet  at  the 
call  of  the  chairman  or  3  members  of  the 
Board.  Any  decision  of  the  Board  of  Review 
under  paragraph  (4)  or  (5)  shall  be  by  a  vote 
of  5  members  of  the  Board. 


(4)  Disapproval  procedure.— 

(A)  Submission  required.— An  action  of 
the  Airports  Authority  described  in  sub- 
paragraph (B)  shall  be  submitted  to  the 
Board  of  Review  at  least  30  days  (or  at  least 
60  days  in  the  case  of  the  annual  budget) 
before  it  is  to  become  effective. 

(B)  Actions  affected.— The  following  are 
the  actions  referred  to  in  subparagraph  (A): 

(i)  the  adoption  of  an  annual  budget; 

(ii)  the  authorization  for  the  issuance  of 
bonds: 

(iii)  the  adoption,  amendment,  or  repeal 
of  a  regulation; 

(iv)  the  adoption  or  revision  of  a  master 
plan,  including  any  proposal  for  land  acqui- 
sition; and 

(v)  the  appointment  of  the  chief  executive 
officer. 

(C)  30-DAy  DISAPPROVAL  PERIOD.— If  the 
Board  of  Review  does  not  disapprove  an 
action  within  30  days  of  its  submission 
under  this  paragraph,  the  action  may  take 
effect.  If  the  Board  of  Review  disapproves 
any  such  action,  it  shall  notify  the  Airports 
Authority  and  shall  give  reasons  for  the  dis- 
approval. 

(D)  Effect  of  disapproval.— An  action  dis- 
approved under  this  paragraph  shall  not 
take  effect.  Unless  an  annual  budget  for  a 
fiscal  year  has  taken  effect  in  accordance 
with  this  paragraph,  the  Airports  Authority 
may  not  obligate  or  expend  any  money  in 
such  fiscal  year,  except  for  (i)  debt  service 
on  previously  authorized  obligations,  and 
(ii)  obligations  and  expenditures  for  previ- 
ously authorized  capital  expenditures  and 
routine  operating  expenses. 

(5)  Request  for  consideration  of  other 
matters.— The  Board  of  Review  may  re- 
quest the  Airports  Authority  to  consider 
and  vote,  or  to  report,  on  any  matter  related 
to  the  Metropolitan  Washington  Airports. 
Upon  receipt  of  such  a  request  the  Airports 
Authority  shall  consider  and  vote,  or  report, 
on  the  matter  as  promptly  as  feasible. 

(6)  Participation  in  meetings  of  airports 
authority.— Members  of  the  Board  of 
Review  may  participate  as  nonvoting  mem- 
bers in  meetings  of  the  board  of  the  Air- 
ports Authority. 

(7)  Staff.— The  Board  of  Review  may  hire 
one  staff  person,  to  be  paid  by  the  Airports 
Authority.  The  Airports  Authority  shall 
provide  such  clerical  and  support  staff  as 
the  Board  may  require. 

(8)  Liability.— A  member  of  the  Board  of 
Review  shall  not  be  liable  in  connection 
with  any  claim,  action,  suit,  or  proceeding 
arising  from  service  on  the  Board. 

(g)  Certain  Actions  To  Be  Taken  by  Reg- 
ulation.—Any  action  of  the  Airports  Au- 
thority changing,  or  having  the  effect  of 
changing,  the  hours  of  operation  of  or  the 
type  of  aircraft  serving  either  of  the  Metro- 
politan Washington  Airports  may  be  taken 
only  by  regulation  of  the  Airports  Author- 
ity. 

(h)  Limitation  on  Authority.— If  the 
Board  of  Review  established  under  subsec- 
tion (f)  is  unable  to  carry  out  its  functions 
under  this  title  by  reason  of  a  judicial  order, 
the  Airports  Authority  shall  have  no  au- 
thority to  perform  any  of  the  actions  that 
are  required  by  subsection  (f)(4)  to  be  sub- 
mitted to  the  Board  of  Review. 

SEC.  1008.  FEDERAL  EMPLOYEES  AT  THE  METRO- 
POLITAN WASHINGTON  AIRPORTS. 

(a)  Employee  Protection.— Not  later  than 
the  date  the  lease  under  section  1005  takes 
effect,  the  Secretary  shall  ensure  that  the 
Airports  Authority  has  established  arrange- 
ments to  protect  the  employment  Interests 
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of  employees  during  the  5-year  period  begin- 
ning on  such  date.  These  arrangements 
shall  include  provisions— 

(1)  which  ensure  that  the  Airports  Au- 
thority will  adopt  labor  agreements  in  ac- 
cordance with  the  provisions  of  subsection 
(b)  of  this  section: 

(2).  for  the  transfer  and  retention  of  M 
employees  who  agree  to  transfer  to  the  Air- 
ports Authority  in  their  same  positions  for 
the  5-year  period  commencing  on  the  date 
the  lease  under  section  5  takes  effect  except 
in  cases  of  reassignment,  separation  for 
cause,  resignation,  or  retirement: 

(3)  for  the  payment  by  the  Airports  Au- 
thority of  basic  and  premium  pay  to  trans- 
ferred employees,  except  in  cases  of  separa- 
tion for  cause,  resignation,  or  retirement, 
for  5  years  commencing  on  the  date  the 
lease  takes  effect  at  or  above  the  rates  of 
pay  in  effect  for  such  employees  on  such 
date: 

(4)  for  credit  during  the  5-year  period 
commencing  on  the  date  the  lease  takes 
effect  for  accrued  annual  and  sick  leave  and 
seniority  rights  which  have  been  accrued 
during  the  period  of  Federal  employment  by 
transferred  employees  retained  by  the  Air- 
ports Authority:  and 

(5)  for  an  offering  of  not  less  than  one  life 
insurance  and  three  health  insurance  pro- 
grams for  transferred  employees  retained  by 
the  Airports  Authority  during  the  5-year 
period  beginning  on  the  date  the  lease  takes 
effect  which  are  reasonably  comparable 
with  respect  to  employee  premium  cost  and 
coverage  to  the  Federal  health  and  life  in- 
surance programs  available  to  employees  on 
the  day  before  such  date. 

(b)  Labor  Agreements.— 

(1)  Adoption.— The  Airports  Authority 
shall  adopt  all  labor  agreements  which  are 
in  effect  on  the  date  the  lease  under  section 
1005  takes  effect.  Such  agreements  shall 
continue  in  effect  for  the  5-year  period  com- 
mencing on  such  date,  unless  the  agreement 
provides  for  a  shorter  duration  or  the  par- 
ties agree  to  the  contrary  before  the  expira- 
tion of  that  5-year  period.  Such  agreements 
shall  be  renegotiated  during  the  5-year 
period  unless  the  parties  agree  otherwise. 
Any  labor-management  negotiation  impasse 
declared  before  the  date  the  lease  takes 
effect  shall  be  settled  in  accordance  with 
chapter  71  of  title  5,  United  States  Code. 

(2)  Continuation.— The  arrangements 
made  pursuant  to  this  section  shall  assure, 
during  the  50-year  lease  term,  the  continu- 
ation of  all  collective  bargaining  rights  en- 
joyed by  transferred  employees  retained  by 
the  Airports  Authority. 

(c)  Rights  of  Terminated  Employees.— 
Any  transferred  employee  whose  employ- 
ment with  the  Airports  Authority  is  termi- 
nated during  the  5-year  period  beginning  on 
the  date  the  lease  under  section  1005  takes 
effect  shall  be  entitled,  as  a  condition  of  any 
lease  entered  into  in  accordance  with  sec- 
tion 1005  of  this  title,  to  rights  and  benefits 
to  be  provided  by  the  Airports  Authority 
that  are  similar  to  those  such  employee 
would  have  had  under  Federal  law  if  termi- 
nation had  occurred  immediately  before 
such  date. 

(d)  Annual  and  Sick  Leave.— Any  employ- 
ee who  transfers  to  the  Airports  Authority 
under  this  section  shall  not  be  entitled  to 
lump-sum  payment  for  unused  annual  leave 
under  section  5551  of  title  5,  United  States 
Code,  but  shall  be  credited  by  the  Airports 
Authority  with  the  unused  annual  leave  bal- 
ance on  the  date  the  lease  under  section 
1005  takes  effect,  along  with  any  unused 
sick  leave  balance  on  such  date.  During  the 


5-year  period  beginning  on  such  date, 
annual  and  sick  leave  shall  be  earned  at  the 
same  rates  permitted  on  the  day  before  such 
date,  and  observed  official  holidays  shall  be 
the  same  as  those  specified  in  section  6103 
of  title  5,  United  States  Code. 

(e)  Civil  Service  Retirement.— Any  Fed- 
eral employee  who  transfers  to  the  Airports 
Authority  and  who  on  the  day  before  the 
date  the  lease  under  section  1005  takes 
effect  is  subject  to  subchapter  HI  of  chapter 

83  of  title  5,  United  States  Code,  or  chapter 

84  of  such  title  shall,  so  long  as  continually 
employed  by  the  Airports  Authority  with- 
out a  break  in  service,  continue  to  be  subject 
to  such  subchapter  or  chapter,  as  the  case 
may  be.  Employment  by  the  Airports  Au- 
thority without  a  break  in  continuity  of 
service  shall  be  considered  to  be  employ- 
ment by  the  United  States  Government  for 
purposes  of  such  subchapter  and  chapter. 
The  Airports  Authority  shall  be  the  employ- 
ing agency  for  purposes  of  such  subchapter 
and  chapter  and  shall  contribute  to  the 
Civil  Service  Retirement  and  Disability 
Fund  such  sums  as  are  required  by  such 
subchapter  and  chapter. 

(f)  Separated  Employees.— An  employee 
who  does  not  transfer  to  the  Airports  Au- 
thority and  who  does  not  otherwise  remain 
a  Federal  employee  shall  be  entitled  to  all 
of  the  rights  and  benefits  available  under 
Federal  law  for  separated  employees,  except 
that  severance  pay  shall  not  be  payable  to 
an  employee  who  does  not  accept  an  offer  of 
employment  from  the  Airports  Authority  of 
work  substantially  similar  to  that  per- 
formed for  the  Federal  Government. 

(g)  Access  to  Records.— The  Airports  Au- 
thority shall  allow  representatives  of  the 
Secretary  adequate  access  to  employees  and 
employee  records  of  the  Airports  Authority 
when  needed  for  the  performance  of  func- 
tions related  to  the  period  before  the  date 
the  lease  under  section  1005  takes  effect. 
The  Secretary  shall  provide  the  Airports 
Authority  access  to  employee  records  of 
transferring  employees  for  appropriate  pur- 
poses. 

SEC.    1009.    REL.4TI0NSHIP    TO    AND    EFFECT    OF 
OTHER  LAWS. 

(a)  Other  Laws.— In  order  to  assure  that 
the  Airports  Authority  has  the  same  propri- 
etary powers  and  is  subject  to  the  same  re- 
strictions with  respect  to  Federal  law  as  any 
other  airport  except  as  otherwise  provided 
in  this  title,  during  the  period  that  the  lease 
authorized  by  section  1005  of  this  title  is  in 
effect— 

(1)  the  Metropolitan  Washington  Airports 
shall  be  considered  public  airports  for  pur- 
poses of  the  Airport  and  Airway  Improve- 
ment Act  of  1982  (49  App.  U.S.C.  2201  et 
seq.):  and 

(2)  the  Acts  entitled  "An  Act  to  provide 
for  the  administration  of  the  Washington 
National  Airport,  and  for  other  purposes", 
approved  June  29,  1940  (54  Stat.  686),  "An 
Act  to  authorize  the  construction,  protec- 
tion, operation,  and  maintenance  of  a  public 
airport  in  or  in  the  vicinity  of  the  District  of 
Columbia",  approved  September  7,  1950  (64 
Stat.  770),  and  "An  Act  making  supplemen- 
tal appropriations  for  the  support  of  the 
Government  for  the  fiscal  year  ending 
June  30,  1941,  and  for  other  purposes",  ap- 
proved October  9,  1940  (54  Stat.  1030),  shall 
not  apply  to  the  operation  of  the  Metropoli- 
tan Washington  Airports,  and  the  Secretary 
shall  be  relieved  of  all  responsibility  under 
those  Acts. 

(b)  Inapplicability  of  Certain  Laws.— 
The  Metropolitan  Washington  Airports  and 
the  Ahports  Authority  shall  not  be  subject 


to  the  requirements  of  any  law  solely  by 
reason  of  the  retention  by  the  United  States 
of  fee  simple  title  to  such  airports  or  by 
reason  of  the  authority  of  the  Board  of 
Review  under  section  1007(f). 

(c)  Police  Power.— The  Commonwealth 
of  Virginia  shall  have  concurrent  police 
power  authority  over  the  Metropolitan 
Washington  Airports,  and  the  courts  of  the 
Commonwealth  of  Virginia  may  exercise  ju- 
risdiction over  Washington  National  Air- 
port. 

(d)  Planning.— 

(1)  In  general.— The  authority  of  the  Na- 
tional Capital  Planning  Commission  under 
section  5  of  the  Act  of  June  6,  1924  (40 
U.S.C.  71d)  shall  not  apply  to  the  Airlvirts 
Authority. 

(2)  Consultation.— The  Airports  Author- 
ity shall  consult— 

(A)  with  the  National  Capital  Planning 
Commission  and  the  Advisory  Council  on 
Historic  Preservation  before  undertaking 
any  major  alterations  to  the  exterior  of  the 
main  terminal  at  Washington  Dulles  Inter- 
national Airport,  and 

(B)  with  the  National  Capital  Planning 
Commission  before  undertaking  develop- 
ment that  would  alter  the  skyline  of  Wash- 
ington National  Airport  when  viewed  from 
the  opposing  shoreline  of  the  Potomac 
River  or  from  the  George  Washington  Park- 
way. 

(e)  Operation  Limitations.— 

(1)  High  density  rule.— The  Administra- 
tor may  not  increase  the  number  of  instru- 
ment flight  rule  takeoffs  and  landings  au- 
thorized for  air  carriers  by  the  High  Density 
Rule  (14  C.F.R.  93.121  et  seq.)  at  Washing- 
ton National  Airport  on  the  date  of  the  en- 
actment of  this  title  and  may  not  decrease 
the  number  of  such  takeoffs  and  landings 
except  for  reasons  *f  safety. 

(2)  Annual  passenger  limitations.— The 
Federal  Aviation  Administration  air  traffic 
regulation  entitled  "Modification  of  Alloca- 
tion: Washington  National  Airport"  (14 
C.F.R.  93.124)  shall  cease  to  be  in  effect  on 
the  date  of  the  enactment  of  this  title. 

SEC.  1010.  AITHORITY  TO  NEGOTIATE  EXTENSION 
OF  LEASE. 

The  Secretary  and  the  Airports  Authority 
may  at  any  time  negotiate  an  extension  of 
the  lease  entered  into  under  section  1005(a). 

SEC.  1011.  SEPARABILITY. 

Except  as  provided  in  section  1007(h).  if 
any  provision  of  this  title  or  the  application 
thereof  to  any  p)erson  or  circumstance  is 
held  invalid,  the  remainder  of  this  title  and 
the  application  of  such  provision  to  other 
persons  or  circumstances  shall  not  be  affect- 
ed thereby. 

SEC.  1012.  NONSTOP  FLIGHTS. 

A  person  may  not  operate  an  aircraft  non- 
stop in  air  transportation  between  Washing- 
ton National  Airport  and  another  airport 
that  is  more  than  1,000  statute  miles  away 
from  Washington  National  Airport. 


KASSEBAUM  (AND  DOLE) 
AMENDMENT  NO.  2855 

Mrs.  KASSEBAUM  (for  herself,  Mr. 
Dole.  Mr,  Heinz.  Mr.  Kasten.  Mr. 
GOLDWATER.  Mf.  Denton.  Mr.  Garn. 
Mr.  Simpson.  Mr.  Inouye.  Mr.  Exon. 
Mr.  Specter.  Mr.  Abdnor.  Mr.  Harkin, 
Mr.  Pressler.  Mr.  Zorinsky.  Mr. 
Wallop.  Mr.  Rudman,  Mrs.  Hawkins. 
Mr.  MuRKOWSKi.  and  Mr.  Nickles) 
proposed   an  amendment   to  amend- 
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ment  No.  2850  proposed  by  Mr.  Do- 
MENici  (and  others)  to  the  bill  S.  2706, 
supra;  as  follows: 

TITLE     .-AVIATION  ACCIDENT 
LIABILITY 

SHORT  TITLE 

Sec.  01.  This  title  may  be  cited  as  the 
"General  Aviation  Accident  Liability  Stand- 
ards Act  of  1986'. 

FINDINGS  AND  PURPOSE 

Sec.     02.  (a)  The  Congress  finds  that— 

(1)  transportation  by  air  of  passengers 
continues  to  comprise  an  increasingly  im- 
portant component  of  the  Nation's  overall 
transportation  system; 

(2)  although  the  incidence  of  injuries  to 
passengers  in  general  aviation  accidents  has 
decreased,  the  number  of  general  aviation 
accident  liability  claims  against  general 
aviation  aircraft  manufacturers  and  the 
amount  of  damages  sought  in  such  claims  is 
increasing  at  disproportionate  rates,  beyond 
any  relationship  to  the  quality  of  the  air- 
craft manufactured  and  in  use: 

(3)  the  current  system  for  determining  li- 
ability and  damages  for  compensating  indi- 
viduals injured  in  general  aviation  accidents 
is  inadequate: 

(4)  competent  general  aviation  manufac- 
turers and  component  part  manufacturers 
are  ceasing  or  limiting  production  of  general 
aviation  aircraft  or  some  models  of  such  air- 
craft because  of  the  increasing  costs  and  un- 
availability of  product  liability  insurance: 

(5)  the  increase  in  the  number  of  liability 
claims  and  the  size  of  awards  and  settle- 
ments, and  the  excessive  time  and  expense 
devoted  to  the  resolution  of  such  claims, 
impose  a  substantial  economic  burden  on 
general  aviation  manufacturers  and  their 
dealers: 

(6)  the  Federal  Government  has  an  inter- 
est in  the  general  aviation  accident  liability 
system  because  the  Federal  Government 
has  established  a  comprehensive  system  for 
regulating  general  aviation,  including— 

(A)  establishing  standards  for  design,  con- 
struction, and  certification  of  general  avia- 
tion aircraft, 

(B)  establishing  standards  for  mainte- 
nance of  aircraft,  licensing  of  persons  who 
may  perform  or  approve  maintenance,  re- 
pairs, and  inspections, 

(C)  establishing  standards  for  training  and 
licensing  of  pilots, 

(D)  establishing  a  comprehensive  air  con- 
trol system, 

(E)  conducting  investigations  to  determine 
the  probable  cause  of  aviation  accidents  and 
prevent  future  accident,  and 

<F)  conducting  other  activities  necessary 
to  assure  a  safe  air  transportation  system, 
and   this  Federal   system   is  the  exclusive 
legal  authority  for  regulating  aviation  oper- 
ations and  safety: 

(7)  it  is  in  the  national  interest  to  reduce 
unnecessary  expenditures  related  to  general 
aviation  accident  liability  claims  while  pro- 
viding more  rapid  and  more  efficient  com- 
pensation for  individuals  harmed  in  general 
aviation  accidents:  and 

(8)  Federal  action  to  reform  the  general 
aviation  accident  liability  system  will  result 
in- 

(A)  the  maintenance  of  airworthy  general 
aviation  aircraft:  and 

(B)  a  more  rational  general  aviation  acci- 
dent liability  system. 

(b)  It  is  the  purpose  of  this  title  to  estab- 
lish standards  for  determining  liability  for 
harm  arising  out  of  general  aviation  acci- 
dents. 


DEFINITIONS 

Sec.    03.  As  used  in  this  title,  the  term— 

(1)  "Administrator"  means  the  Adminis- 
trator of  the  Federal  Aviation  Administra- 
tion; 

(2)  "claimant"  means  any  person  who 
brings  a  general  aviation  accident  liability 
action  subject  to  this  title,  and  any  person 
on  whose  behalf  such  an  action  is  brought, 
including— 

(A)  the  claimant's  decedent;  and 

(B)  the  claimant's  parent  or  guardian,  if 
the  action  is  brought  through  or  on  behalf 
of  a  minor  or  incompetent; 

(3)  "general  aviation  accident"  means  any 
accident  which  arises  out  of  the  operation 
of  any  general  aviation  aircraft  and  which 
results  in  harm; 

<4)  "general  aviation  aircraft"  means  any 
aircraft  for  which  a  type  certificate  or  an 
airworthiness  certificate  has  been  issued  by 
the  Administrator  under  the  Federal  Avia- 
tion Act  of  1958  (49  App.  U.S.C.  1301  et 
seq.),  which,  at  the  time  such  certificate  was 
originally  issued,  had  a  maximum  seating 
capacity  of  fewer  than  twenty  passengers, 
and  which  is  not,  at  the  time  of  the  acci- 
dent, engaged  in  scheduled  passenger  carry- 
ing operations  as  defined  in  regulations 
issued  under  the  Federal  Aviation  Act  of 
1958  (49  App.  U.S.C.  1301  et  seq.); 

(5)  "general  aviation  manufacturer" 
means— 

(A)  the  builder  or  manufacturer  of  the  air- 
frame of  a  general  aviation  aircraft; 

(B)  the  manufacturer  of  the  engine  of  a 
general  aviation  aircraft:  and 

(C)  the  manufacturer  of  any  system,  com- 
ponent, subassembly,  or  other  part  of  a  gen- 
eral aviation  aircraft: 

(6)  "harm"  means— 

(A)  property  damage  or  bodily  injury  sus- 
tained by  a  person; 

(B)  death  resulting  from  such  bodily 
injury; 

(C)  pain  and  suffering  which  is  caused  by 
such  bodily  injury;  and 

(D)  emotional  harm  (including  bereave- 
ment and  loss  of  affection,  care,  or  society) 
which  is  caused  by  such  bodily  injury; 

(7)  "product"  means  a  general  aviation 
aircraft  and  any  system,  component,  subas- 
sembly, or  other  part  of  a  general  aviation 
aircraft;  and 

(8)  "property  damage"  means  physical 
injury  to  tangible  property,  including  loss  of 
use  of  tangible  property. 

preemption;  applicability 
Sec  04. 'a)  This  title  supersedes  any 
State  law  regarding  recovery,  under  any 
legal  theory,  for  harm  arising  out  of  a  gen- 
eral aviation  accident,  to  the  extent  that 
this  title  establishes  a  rule  of  law  or  proce- 
dure applicable  to  the  claim. 

(b)  Nothing  in  this  title  shall  be  construed 
to  supersede  or  to  waive  or  affect  any  de- 
fense of  sovereign  immunity  asserted  by  the 
United  States  or  any  State. 

(c)  Nothing  in  this  title  shall  be  construed 
to  affect  the  liability  of  a  manufacturer, 
owner,  or  operator  of  any  aircraft  that  is 
not  a  general  aviation  aircraft,  or  a  person 
who  repairs  maintains,  or  provides  any 
other  support  for  any  aircraft  that  is  not  a 
general  aviation  aircraft,  for  damages  for 
harm  arising  out  of  the  operation  of  an  air- 
craft that  is  not  a  general  aviation  aircraft. 

(d)  No  right  of  action  for  harm  exists 
under  this  title  if  that  right  would  be  incon- 
sistent with  the  provisions  of  any  applicable 
workers'  compensation  law. 

(e)  The  provisions  of  this  title  shall  only 
apply  to— 


(1)  any  manufacturer,  owner,  or  operator 
of  any  general  aviation  aircraft,  and  any 
person  who  repairs,  maintains,  or  provides 
any  other  support  for  such  an  aircraft; 

(2)  any  occupant  of  a  general  aviation  air- 
craft at  the  time  of  a  general  aviation  acci- 
dent, and  any  person  who  brings  an  action 
for  harm  caused  by  such  accident  on  behalf 
of  such  occupant;  and 

(3)  any  nonoccupant  of  a  general  aviation 
aircraft  at  the  time  of  a  general  aviation  ac- 
cident, only  if  such  nonoccupant  is  bringing 
an  action  for  harm  caused  by  such  accident 
which  arises  out  of  the  harm  to  an  occupant 
of  such  aircraft  at  the  time  of  such  accident. 

UNIFORM  STANDARDS  OF  LIABILITY  FOR 
GENERAL  AVIATION  ACCIDENTS 

Sec.  05.  (a)  Any  person  claiming  damages 
for  harm  arising  out  of  a  general  aviation 
accident  may  bring  an  action  against  a  party 
and  may  recover  damages  from  such  party  if 
such  party  was  negligent  and  such  negli- 
gence is  a  proximate  cause  of  the  claimant's 
harm. 

(b)(1)  Any  person  claiming  damages  for 
harm  arising  out  of  a  general  aviation  acci- 
dent may  bring  an  action  against  a  general 
aviation  manufacturer  of  a  product  and  may 
recover  damages  from  such  general  aviation 
manufacturer  if— 

(A)  the  product,  when  it  left  the  control 
of  the  manufacturer,  was  in  a  defective  con- 
dition unreasonably  dangerous  for  its  in- 
tended purpose,  according  to  engineering 
and  manufacturing  practices  which  were 
reasonably  feasible; 

(B)  the  defective  condition  is  a  proximate 
cause  of  the  claimant's  harm:  and 

(C)  the  general  aviation  aircraft  was  being 
used  at  the  time  of  the  accident,  for  a  pur- 
pose and  in  a  manner  for  which  it  was  de- 
signed and  manufactured. 

(2)  Any  person  claiming  damages  for  harm 
arising  out  of  a  general  aviation  accident 
may  bring  an  action  against  a  general  avia- 
tion manufacturer  of  a  product  and  may  re- 
cover damages  from  such  general  aviation 
manufacturer  if— 

(A)  at  the  time  the  product  left  the  con- 
trol of  the  manufacturer,  the  manufactur- 
er— 

(i)  knew,  or  in  the  exercise  of  reasonable 
care  should  have  known,  about  a  danger 
connected  with  the  product  that  caused  the 
claimant's  harm;  and 

(ii)  failed  to  provide  the  warnings  or  in- 
structions that  a  person  exercising  reasona- 
ble care  would  have  provided  with  respect  to 
the  danger  which  caused  the  harm  alleged 
by  the  claimant,  unless  such  warnings  or  in- 
structions, if  provided,  would  not  have  ma- 
terially affected  the  conduct  of  the  user  of 
the  product;  or 

(B)  after  the  product  left  the  control  of 
the  general  aviation  manufactuer,  the  man- 
ufacturer— 

(i)  knew,  or  in  the  exercise  of  reasonable 
care  should  have  known,  about  the  danger 
which  caused  the  claimant's  harm;  and 

(ii)  failed  to  take  reasonable  steps  to  pro- 
vide warnings  or  instructions,  after  the 
manufacture  of  the  product,  which  would 
have  been  provided  by  a  person  exercising 
reasonable  care,  unless  such  warnings  or  in- 
structions, if  provided,  would  not  have  ma- 
terially affected  the  conduct  of  the  product 
user; 

and  the  failure  to  provide  warnings  or  in- 
structions described  in  subparagraph  (A)  or 
(B)  of  this  paragraph  is  a  proximate  cause 
of  the  claimant's  harm. 

(3)  Any  person  claiming  damages  for  harm 
arising  out  of  a  general  aviation  accident 
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may  bring  an  action  against  a  general  avia- 
tion manufacturer  of  a  product  and  may  re- 
cover damages  from  such  general  aviation 
manufactuer  if— 

(A)  the  manufacturer  made  an  express 
warranty  with  respect  to  the  product; 

(B)  such  warranty  relates  to  that  aspect  of 
the  product  which  caused  the  harm; 

(C)  the  product  failed  to  conform  to  such 
warranty;  and 

(D)  the  failure  of  the  product  to  conform 
to  such  warranty  is  a  proximate  cause  of  the 
claimant's  harm. 

(c)(1)  In  an  action  governed  by  subsection 
(b)  of  this  section,  a  general  aviation  manu- 
facturer shall  not  be  liable  if  such  manufac- 
turer proves,  by  a  preponderance  of  the  evi- 
dence, that— 

(A)  the  defective  condition  could  have 
been  corrected  by  compliance  with  action 
described  in  an  airworthiness  directive 
issued  by  the  Administrator  or  a  service  bul- 
letin issued  by  the  manufacturer  of  the 
product;  and 

(B)  such  directive  or  service  bulletin  was 
issued  at  a  reasonable  time  before  the  date 
of  the  accident  and  after  the  product  left 
the  control  of  the  general  aviation  manufac- 
turer. 

(2)  In  any  action  governed  by  subsection 
(b)  of  this  section,  evidence  of  compliance 
with  standards,  conditions  or  specifications 
established,  adopted  or  approved  by  the 
Federal  Aviation  Administration  shall  be  ad- 
missible with  regard  to  whether  the  product 
was  defective  and  unreiisonably  dangerous 
for  its  intended  purpose. 

COMPARATIVE  RESPONSIBILITY 

Sec.  06.  (a)  All  actions  for  harm  arising 
out  of  a  general  aviation  accident  shall  be 
governed  by  the  principles  of  comparative 
responsibility.  Comparative  responsibility 
attributed  to  the  claimant's  conduct  shall 
not  bar  recovery  in  an  action  under  this 
title,  but  shall  reduce  any  damages  awarded 
to  the  claimant  in  an  amount  proportionate 
to  the  responsibility  of  the  claimant.  The 
trier  of  fact  shall  determine  comparative  re- 
sponsibility by  making  findings  indicating 
the  percentage  of  total  responsibility  for 
the  claimant's  harm  attributable  to  the 
claimant,  each  defendant,  each  third-party 
defendant,  and  any  other  person  not  a  party 
to  the  action. 

(b)  Except  as  provided  in  subsection  (c)  of 
this  section,  a  defendant  is  severally  but  not 
jointly  liable  in  any  action  for  harm  arising 
out  of  a  general  uviation  accident,  and  the 
liability  of  any  defendant  in  any  such  action 
shall  be  determined  on  the  basis  of  such  de- 
fendant's proportionate  share  of  responsi- 
bility for  the  claimant's  harm. 

(c)  In  any  action  for  harm  arising  out  of  a 
general  aviation  accident— 

(Da  general  aviation  manufacturer  who  is 
the  builder  or  manufacturer  of  the  airframe 
of  the  general  avi?.tion  aircraft  involved  is 
jointly  and  severally  liable  for  harm  caused 
by  a  defective  system,  component,  subas- 
sembly, or  other  part  of  such  aircraft  that 
the  manufacturer  installed  or  certified  as 
part  of  the  original  type  design  for  such  air- 
craft; and 

(2)  a  general  aviation  manufacturer  who  is 
the  manufacturer  of  a  system  or  component 
of  the  general  aviation  aircraft  involved  is 
jointly  and  severally  liable  for  damages 
caused  by  a  defective  subassembly  or  other 
part  of  such  system  or  component. 

(d)  A  general  aviation  manufacturer  and 
any  other  person  jointly  liable  under  sub- 
section (c)  of  this  section  shall  have  the 
right  to  bring  an  action  for  indemnity  or 
contribution  against  any  person  with  whom 


they  are  jointly  liable  under  subsection  (c) 
of  this  section. 

TIME  LIMITATION  ON  LIABILITY 

Sec.  07.  (a)  Except  as  provided  in  subsec- 
tion (b)  of  this  section,  no  civil  action  for 
harm  arising  out  of  a  general  aviation  acci- 
dent which  is  brought  against  a  general 
aviation  manufacturer  may  be  brought  for 
harm  which  is  alleged  to  have  been  caused 
by  an  aircraft  or  a  system,  component,  sub- 
assembly, or  other  part  of  an  aircraft  and 
which  occurs  more  than— 

( 1 )  twenty  years  f rom— 

(A)  the  date  of  delivery  of  the  aircraft  to 
its  first  purchaser  or  lessee,  if  delivered  di- 
rectly from  the  manufacturer;  or 

(B)  the  date  of  first  delivery  of  the  air- 
craft to  a  person  engaged  in  the  business  of 
selling  or  leasing  such  an  aircraft;  or 

(2)  with  respect  to  any  system,  compo- 
nent, subassembly,  or  other  part  which  re- 
placed another  product  in,  or  which  was 
added  to.  the  aircraft,  and  which  is  alleged 
to  have  caused  the  claimant's  harm,  twenty 
years  from  the  date  of  the  replacement  or 
addition. 

(b)  Subsection  (a)  of  this  section  does  not 
apply  in  the  case  of  harm  to  a  claimant 
which  occurs  after  the  period  set  forth  in 
subsection  (a)  of  this  section  if  the  general 
aviation  manufacturer  or  the  seller  of  the 
product  that  caused  the  claimant's  harm 
gave  an  express  warranty  that  the  product 
would  be  suitable,  for  the  purpose  for  which 
it  was  intended,  for  a  longer  period  of  time. 

(c)  Nothing  in  this  section  shall  be  con- 
strued to  affect  a  person's  duty  to  provide, 
after  the  sale  or  lease  of  an  aircraft,  to  air- 
craft owners,  and  to  repair  facilities  to 
which  a  license  or  certificate  to  perform  re- 
pairs has  been  issued  by  the  Administrator, 
additional  or  modified  warnings  or  instruc- 
tions regarding  the  use  or  maintenance  of 
such  aircraft  or  any  system,  component,  or 
other  part  of  such  aircraft. 

SUBSEOUENT  REMEDIAL  MEASURES 

Sec  08.  In  any  general  aviation  accident 
liability  action  governed  by  this  title,  evi- 
dence of  any  measure  taken  after  an  event 
which,  if  taken  previously,  would  have  made 
the  event  less  likely  to  occur  is  not  admissi- 
ble to  prove  liability.  Such  evidence  is  ad- 
missible to  the  extent  permitted  under  rule 
407  of  the  Federal  Rules  of  Evidence. 

ADMISSIBILITY  OF  CERTAIN  EVIDENCE 

Sec.  09.  In  an  action  governed  by  this 
title,  evidence  of  Federal,  State,  or  local 
income  tax  liability  or  any  social  security  or 
other  payroll  tax  liability  attributable  to 
past  or  future  earnings,  support,  or  profits 
and  the  present  value  of  future  earnings, 
support,  or  profits  alleged  to  have  been  lost 
or  diminished  because  of  harm  arising  out 
of  a  general  aviation  accident  is  admissible 
regarding  proof  of  the  claimant's  harm. 

PUNITIVE  DAMAGES 

Sec  10.  (a)  Punitive  damages  may  be 
awarded  in  an  action  under  this  title  for 
harm  arising  out  of  a  general  aviation  acci- 
dent only  if  the  claimant  establishes  by 
clear  and  convincing  evidence  that  the  harm 
suffered  was  the  direct  result  of  conduct 
manifesting  a  conscious,  flagrant  indiffer- 
ence to  the  safety  of  those  persons  who 
might  be  harmed  by  use  of  the  general  avia- 
tion aircraft  involved. 

(b)  Evidence  regarding  the  financial  worth 
of  a  defendant  or  the  defendant's  profits  or 
any  other  evidence  relating  solely  to  a  claim 
for  punitive  damages  under  this  title  is  not 
admissible  unless  the  claimant  establishes, 
before  any  such  evidence  is  offered,  that  the 


claimant  can  present  evidence  that  will  es- 
tablish prima  facie  proof  of  conduct  mani- 
festing a  conscious,  flagrant  indifference  to 
the  safety  of  those  persons  who  might  be 
harmed  by  use  of  the  general  aviation  air- 
craft involved. 

(c)  In  any  civil  action  in  which  the  alleged 
harm  to  the  claimant  is  death  and  the  appli- 
cable State  law  provides,  or  has  been  con- 
strued to  provide,  for  damages  only  punitive 
in  nature,  a  defendant  may  be  liable  for  any 
such  damages  pursuant  to  the  provisions  of 
this  title  regardless  of  whether  a  claim  is  as- 
serted under  this  section.  The  recovery  of 
any  such  damages  shall  not  bar  a  claim 
under  this  section. 

TIME  LIMITATION  ON  BRINGING  ACTIONS 

Sec  11.  (a)  Any  action  for  harm  arising 
out  of  a  general  aviation  accident  shall  be 
barred,  notwithstanding  any  State  law, 
unless— 

(1)  the  complaint  is  filed  within  2  years 
after  the  date  on  which  the  accident  oc- 
curred which  caused  the  claimant's  harm; 
and 

(2)  the  summons  and  complaint  are  prop- 
erly served  upon  the  defendant  within  one 
hundred  and  twenty  days  after  the  filing  of 
such  complaint,  unless  the  party  on  whose 
behalf  such  service  is  required  can  show 
good  cause  why  such  senice  was  not  made 
within  such  one  hundred  and  twenty-day 
period. 

Paragraph  (2)  of  this  subsection  shall  hot 
apply  to  service  of  process  in  a  foreign  coun- 
try pursuant  to  Rule  4(i)  of  the  Federal 
Rules  of  Civil  Procedure  or  any  similar 
State  law. 

SANCTIONS 

Sec  12.  It  is  the  intent  of  Congress  that, 
with  respect  to  any  action  governed  by  this 
title,  the  sanctions  for  violation  of  rule  11  of 
the  Federal  Rules  of  Civil  Procedure,  in- 
cluding orders  to  pay  to  the  other  party  or 
parties  the  amount  of  their  reasonable  ex- 
penses, including  a  reasonable  attorney's 
fee,  be  strictly  enforced. 

JURISDICTION 

Sec  13.  (a)  The  district  courts  of  the 
United  States,  concurrently  with  the  State 
courts,  shall  have  originally  jurisdiction, 
without  regard  to  the  amount  in  controver- 
sy, in  all  civil  actions  for  harm  arising  out  of 
a  general  aviation  accident  and  in^all  actions 
for  indemnity  or  contribution  described  in 
section     06(d)  of  this  title. 

(b)  A  civil  action  which  is  brought  in  a 
State  court  may  be  removed  to  the  district 
court  of  the  United  States  for  the  district 
embracing  the  place  where  the  action  is 
pending,  without  the  consent  of  any  other 
party  and  without  regard  to  the  amount  in 
controversy,  by  any  defendant  against 
whom  a  claim  in  such  action  is  asserted  for 
harm  arising  out  of  a  generic  aviation  acci- 
dent. 

(c)  In  any  case  commenced  in  or  removed 
to  a  district  court  of  the  United  States 
under  subsection  (a)  and  (b)  of  this  section, 
the  court  shall  have  jurisdiction  to  deter- 
mine all  claims  under  State  law  that  arise 
out  of  the  same  general  aviation  accident,  if 
a  substantial  question  of  fact  is  common  to 
the  claims  under  State  law  and  to  the  Fed- 
eral claim,  defense,  or  counterclaim. 

(d)(1)  A  civil  action  in  which  the  district 
courts  of  the  United  States  have  jurisdiction 
under  subsection  (a)  of  this  section  may  l)e 
brought  only  in  a  district  in  which— 

(A)  the  accident  giving  rise  to  the  claim 
occurred;  or 

(B)  any  plaintiff  or  defendant  resides. 
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(2)  In  an  action  pending  in  a  district  court 
of  the  United  States  under  paragraph  ( 1 )  of 
this  subsection,  a  district  court  may.  on 
motion  of  any  party  or  its  own  motion, 
transfer  the  action  to  any  other  district  for 
the  convenience  of  parties  and  witnesses  in 
the  interest  of  justice. 

(3)  For  purposes  of  this  subsection,  a  cor- 
poration shall  be  considered  to  be  a  resident 
of  any  State  in  which  it  is  incorporated  or  li- 
censed to  do  business  or  is  doing  business. 

SEVERABILITY 

Sec.  14.  If  any  provision  of  this  title  or 
the  application  of  the  provision  to  any 
person  or  circumstance  is  held  invalid,  the 
remainder  of  this  title  and  the  application 
of  the  provision  to  any  other  person  or  cir- 
cumstance shall  not  be  affected  by  such  in- 
validation. 

EFFECTIVE  DATE 

Sec.  15.  (a)  This  title  shall  apply  to  any 
civil  action  for  harm  arising  out  of  a  general 
aviation  accident  which  is  filed  on  or  after 
the  date  of  enactment  of  this  Act. 

(b)  If  an  action  governed  by  this  title  is 
filed  within  one  hundred  and  eighty  days 
after  the  date  of  enactment  of  this  Act.  lib- 
eral leave  shall  be  given  to  a  party  to  amend 
any  pleading,  motion,  statement  of  jurisdic- 
tion or  venue,  or  other  matter  to  conform  to 
the  provisions  of  this  title. 


DAMATO  (AND  OTHERS) 
AMENDMENT  NO.  2856 

Mr.  DAMATO  (for  himself,  Mr. 
Garn,  Mr.  MoYNiHAN,  Mr.  Riegle,  Mr. 
MuRKOWSKi,  Mr.  Hecht,  and  Mr. 
Heinz)  proposed  an  amendment  to 
amendment  No.  2850  proposed  by  Mr. 
DoMENici  (and  others)  to  the  bill  S. 
2706,  supra;  as  follows: 

Strike  lines  2  through  15  in^usive  on  page 
4  of  the  amendment. 


DANPORTH (AND  OTHERS) 
AMENDMENT  NO.  2857 

Mr.  DANPORTH  (for  himself,  Mr. 
Eagleton,  and  Mrs.  Kassebaum)  pro- 
posed an  amendment  to  the  bill  S. 
2706,  supra:  as  follows: 

At  the  appropriate  place,  insert  the  fol- 
lowing: 

Sec.  .  (a)  Section  408  of  the  Federal 
Aviation  Act  of  1958  (49  App.  U.S.C.  1378)  is 
amended  by  adding  at  the  end  the  following 
new  sut>section: 

"EMPLOYEE  SENIORITY  RIGHTS 

■'(g)(1)  In  any  case  in  which  the  Secretary 
determines  that  the  transaction  which  is 
the  subject  of  the  application  would  result 
In  the  operational  integration  or  partial 
operational  integration  of  the  affected  car- 
riers and  that  such  integration  would  have 
an  adverse  effect  on  the  seniority  of  any  air 
carrier  employee,  the  acquiring  carrier,  and 
the  surviving  collective  bargaining  repre- 
sentative (if  any),  shall  provide  for  the  de- 
velopment, in  a  fair  and  equitable  manner. 
of  integrated  seniority  ranking  lists  for  all 
employee  groups.  In  the  event  of  a  failure 
to  agree,  the  dispute  may  be  submitted  by 
either  party  for  adjustment  in  accordance 
with  paragraph  (2)  of  this  subsection. 

•■(2)(A)  If  any  dispute  or  controversy 
arises  regarding  integration  of  seniority  lists 
under  paragraph  (1)  of  this  subsection  and 
such  dispute  or  controversy  cannot  be  re- 
solved by  the  parties  within  20  days  after 
such  dispute  or  controversy  arises,  the  par- 


ties may  refer  such  dispute  or  controversy 
to  an  arbitrator  for  consideration  and  deter- 
mination. To  assist  in  the  selection  of  such 
an  arbitrator,  the  National  Mediation  Board 
shall  furnish  to  such  parties  a  panel  of 
seven  names.  The  parties  shall  select  such 
arbitrator  by  alternating  in  the  deletion  of 
names  from  such  panel  until  one  name  re- 
mains, and  such  person  shall  serve  as  arbi- 
trator. The  arbitrator  may  conduct  hearings 
regarding  such  dispute  or  controversy,  but 
any  such  hearings  shall  be  conducted  in  an 
expedited  manner.  The  arbitrator  shall 
render  a  determination  regarding  such  dis- 
pute or  controversy  within  90  days  after  the 
dispute  or  controversy  arises,  unless  an  ex- 
tension of  such  period  is  agreed  to  by  all 
parties  to  such  dispute  or  controversy.  The 
determination  of  such  arbitrator  shall  be 
binding  on  all  such  parties. 

"(B)  The  salary  and  expenses  of  the  arbi- 
trator shall  be  borne  equally  by  the  carrier 
involved  and  the  organization  or  organiza- 
tions representing  the  employee  or  employ- 
ees or.  if  no  such  representation  exists,  by 
the  employees  or  group  of  employees. 

"(C)  The  provisions  of  this  paragraph 
shall  not  apply  if  all  parties  to  such  dispute 
or  controversy  agree  that  a  different 
method  for  settling  such  dispute  or  contro- 
versy, or  an  alternative  procedure  for  select- 
ing an  arbitrator,  is  appropriate  in  the  par- 
ticular circumstances.  A  party  shall  not  be 
relieved  from  complying  with  the  provisions 
of  this  paragraph  by  the  recommendation 
of  a  different  or  alternative  method  or  pro- 
cedure unless  such  recommendation  is 
agreed  to  and  implemented  by  all  parties  to 
such  dispute  or  controversy.". 

(b)  The  amendment  made  by  subsection 
(a)  of  this  section  shall  apply  with  respect 
to  any  transaction  approved  by  the  Secre- 
tary of  Transportation  under  section  408  of 
the  Federal  Aviation  Act  of  1958  (49  App. 
U.S.C.  1378)  on  September  12.  1986.  and 
with  respect  to  any  transaction  for  which  an 
original  application  is  filed  after  the  date  of 
enactment  of  this  Act:  Provided,  however, 
*  *  •  by  subsection  (a)  of  this  section  shall 
not  apply  with  respect  to  any  transaction  in 
which  the  parties  invoke  and  are  able  to  sat- 
isfy the  requirements  of  the  failing  compa- 
ny doctrine. 

(c)  The  item  in  the  table  of  contents  of 
the  Federal  Aviation  Act  of  1958  relating  to 
section  408  is  amended  by  adding  at  the  end 
the  following: 

"(g)  Pair  treatment  of  employees.". 


NICKLES  (AND  OTHERS) 
AMENDMENT  NO.  2858 

Mr.  NICKLES  (for  himself,  Mr.  Do- 
MENici,  Mr.  MuRKOWSKi,  and  Mr. 
BoREN)  proposed  an  amendment  to 
amendment  No.  2850  proposed  by  Mr. 
DoMENici  (and  others)  to  the  bill  S. 
2706,  supra;  as  follows: 

At  the  end  of  the  bill,  insert  the  following 
new  section: 

SEC.    .  FEE  ON  I.MPORTED  (RIDE  OIL  OR  REFI.NED 
PETROLEl'M  PRODKTS. 

(a)  In  General.— Subtitle  E  of  the  Inter- 
nal Revenue  Code  of  1954  (relating  to  alco- 
hol, tobacco,  and  certain  other  excise  taxes) 
is  amended  by  adding  at  the  end  thereof  the 
following  new  chapter: 

"Chapter  54— Imported  Crude  Oil  or  Refined 
Petroleum  Products 

"Sec.  5881.  Imposition  of  tax. 

"Sec.  5882.  Definitions. 

"Sec.  5883.  Registration. 

"Sec.  5864.  Procedures:  returns;  penalties. 


"SEC.  5881.  IMPOSITION  OF  TAX. 

"(a)  Imposition  of  Tax.— In  addition  to 
any  other  tax  imposed  under  this  title,  an 
excise  tax  is  hereby  imposed  on— 

"(I)  the  first  sale  within  the  United  States 
of- 

"(A)  any  crude  oil,  or 

"(B)  any  refined  petroleum  product,  that 
has  been  imported  into  the  United  States, 
and 

"(2)  the  use  within  the  United  States  of— 

"(A)  any  crude  oil,  or 

"(B)  any  refined  petroleum  product, 
that   has  been   imported   into  the  United 
States  if  no  tax  has  been  imposed  with  re- 
spect to  such  crude  oil  or  refined  petroleum 
product  prior  to  such  use. 

"(b)  Rate  of  Tax.— 

"(I)  Crude  oil.— For  purposes  of  para- 
graphs (1)(A)  and  (2)(A)  of  subsection  (a) 
the  rate  of  tax  shall  be  $4  per  barrel,  re- 
duced by  an  amount  which  is  equal  to  the 
excess  of— 

"(A)  the  energy  policy  price  per  barrel, 
over 

■(B)  $18. 

■■(2)  Refined  petroleum  product.— For 
purposes  of  paragraphs  (1)(B)  and  (2)(B)  of 
subsection  (a),  the  rate  of  tax  shall  be  equal 
to  150  percent  of  the  rate  of  tax  determined 
under  paragraph  ( 1 )  of  this  subsection. 

"(3)  Fractional  parts  of  barrels.— In  the 
case  of  a  fraction  of  a  barrel,  the  tax  im- 
posed by  subsection  (a)  shall  be  the  same 
fraction  of  the  amount  of  such  tax  imposed 
on  the  whole  barrel. 

"(c)  Determination  of  Energy  Policy 
Price.— 

■■(1)  In  general.— For  purposes  of  this  sec- 
tion, the  energy  policy  price  with  respect  to 
any  week  during  which  the  tax  under  sub- 
section (a)  is  imposed  shall  be  determined 
by  the  Secretary  and  published  in  the  Fed- 
eral Register  on  the  first  day  of  such  week. 

"(2)  Basis  of  determination.— For  pur- 
poses of  paragraph  (1),  the  energy  price  for 
any  week  is  the  weighted  average  interna- 
tional price  of  a  barrel  of  crude  oil  for  the 
preceding  4  weeks  as  determined  by  the  Sec- 
retary, after  consultation  with  the  Adminis- 
trator of  the  Energy  Information  Adminis- 
tration of  the  Department  of  Energy,  pursu- 
ant to  the  formula  for  determining  such 
international  price  as  used  in  publishing  the 
Weekly  Petroleum  Status  Report  and  as  in 
effect  on  the  date  of  the  enactment  of  this 
section. 

■■(d)  Liability  for  Payment  of  Tax.— 

■'(1)  Sales.— The  taxes  imposed  by  subsec- 
tion (a)(1)  shall  be  paid  by  the  first  person 
who  sells  the  crude  oil  or  refined  petroleum 
product  within  the  United  States. 

■•(2)  Use.— The  taxes  imposed  by  subsec- 
tion (a)(2)  shall  be  paid  by  the  person  who 
uses  the  crude  oil  or  refined  petroleum 
product. 

■■(3)  Tax-free  exports.- 

•■(A)  In  general.— Under  regulations  pre- 
scribed by  the  Secretary,  no  tax  shall  be  im- 
posed under  this  chapter  on  the  sale  of 
crude  oil  or  refined  petroleum  products  for 
export  or  for  resale  by  the  purchaser  to  a 
second  purchaser  for  export. 

■■(B)  Proof  of  export.— Where  any  crude 
oil  or  refined  petroleum  product  has  been 
sold  free  of  tax  under  subparagraph  (A), 
such  subparagraph  shall  cease  to  apply  with 
respect  to  the  sale  of  such  crude  oil  or  re- 
fined petroleum  product,  unless,  within  the 
6-months  period  which  begins  on  the  date  of 
the  sale,  the  seller  receives  proof  that  the 
crude  oil  or  refined  petroleum  product,  has 
been  exported. 
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•SKC.  .WH2.  DEFINITIONS. 

"For  purposes  of  this  chapter— 

"(1)  Crude  ou— The  term  crude  oil' 
means  crude  oil  other  than  domestic  crude 
oil  (within  the  meaning  of  chapter  45). 

"(2)  Barrel.— The  term  barrel'  means  42 
United  States  gallons. 

■■(3)  Refined  petroleum  product.— The 
term  refined  petroleum  product'  shall  have 
the  same  meaning  given  to  such  term  by 
section  3(5)  of  the  Emergency  Petroleum  Al- 
location Act  of  1973  (15  U.S.C.  752(5)). 

"(4)  Export.— The  term  export'  includes 
shipment  to  a  possession  of  the  United 
States;  and  the  term  'exported'  includes 
shipment  to  a  possession  of  the  United 
States. 

•SEC.  5883.  REGISTRATION. 

"Every  person  subject  to  tax  under  section 
5881  shall,  before  incurring  any  liability  for 
tax  under  such  section,  register  with  the 
Secretary. 

"SEC.  5884.  PROCEDURES:  RETURNS;  PENALTIES. 

"For  purposes  of  this  title,  any  reference 
(other  than  in  chapter  45  or  section  6429)  to 
the  tax  imposed  by  section  4986  shall  be 
treated,  except  to  the  extent  provided  by 
the  Secretary  by  regulation  where  such 
treatment  would  be  inappropriate,  as  a  ref- 
erence to  the  tax  imposed  by  section  5881.". 

(b)  Conforming  Amendment.— The  table 
of  chapters  for  subtitle  E  is  amended  by 
adding  at  the  end  thereof  the  following  new 
item: 

""Chapter  54.  Imported  crude  oil  or  refined 
petroleum  products.". 

(c)  Deductibility  of  Imported  Oil  Tax  — 
The  first  sentence  of  section  164(a)  (relating 
to  deductions  for  taxes)  is  amended  by  in- 
serting after  paragraph  (5)  the  following 
new  paragraph: 

""(6)  The  imported  oil  taxes  imposed  by 
section  5881.". 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  with  re- 
spect to  sales  and  use  of  imported  crude  oil 
or  imported  refined  petroleum  products  on 
or  after  October  1.  1986. 


DOMENICI  AMENDMENT  NO.  2859 

Mr.  DOMENICI  proposed  an  amend- 
ment to  amendment  No.  2850  proposed 
by  him  (and  others)  to  the  bill  S.  2706, 
supra;  as  follows: 

Beginning  on  page  19,  line  23  of  the  pend- 
ing amendment,  strike  all  through  page  20, 
line  3,  and  insert  in  lieu  thereof  the  follow- 
ing: 

'"Beginning  on  page  191,  line  1,  strike  all 
through  page  192.  line  12,  and  insert  in  lieu 
thereof  the  following 

TITLE  IX-COMMITTEE  ON  SMALL 
BUSINESS 

pilot  loan  asset  sale 

Sec  901.  Title  V  of  the  Small  Business  In- 
vestment Act  of  1958  is  amended  by  adding 
at  the  end  thereof  the  following  new  sec- 
tion: 

""Sec  506.  (a)  Except  as  provided  in  sub- 
section (c).  notwithstanding  any  law.  rule, 
or  regulation,  the  Secretary  of  the  Treasury 
shall  sell  to  the  public,  by  private  placement 
or  otherwise  as  the  Secretary  determines  to 
be  appropriate,  all  of  the  right,  title,  and  in- 
terest in  debentures  issued  pursuant  to  sec- 
tion 503  of  this  title  and  held  by  the  Federal 
Financing  Bank  in  such  amounts  as  to  real- 
ize net  proceeds  of — 

"(1)  $343,000,000  from  such  sales  during 
fiscal  year  1987; 


"(2)  $55,000,000  from  such  sales  during 
fiscal  year  1988;  and 

"(3)  $14,000,000  from  such  sales  during 
fiscal  year  1989. 

"(b)  Simultaneously  with  the  sale  referred 
to  in  subsection  (a),  the  Administration 
shall  assign  all  of  its  interest  in  notes,  mort- 
gages, guarantees,  security  interest,  or  other 
interest  in  underlying  collateral  supporting 
any  debenture  sold  pursuant  to  this  section 
to  the  purchaser  of  such  interest. 

"(C)  Any  sales  by  the  Secretary  under  this 
section  shall  be  on  a  nonrecourse  basis  to 
the  Federal  Government  and  shall  provide 
that  for  purposes  of  disbursements,  collec- 
tions, and  payments  of  receipts  to  purchas- 
ers the  companies  certified  under  section 
503  of  this  title  shall  continue  to  have  the 
right  to  service  the  loans  underlying  such 
debentures. 

'"(d)  In  the  event  of  tlefault  on  a  deben- 
ture, the  liability  of  the  relevant  certified 
development  company  shall  be  limited  to  all 
payments  made  by  the  small  business  con- 
cern to  the  certified  development  company 
and  the  collateral  securing  the  defaulted 
loan. 

"(e)  With  the  sale  of  each  debenture  as 
specified  in  subsection  (a),  the  Administra- 
tion's guarantee  of  timely  payment  of  prin- 
cipal and  interest  on  the  debenture  will  be 
deemed  discharged.  The  Administration 
shall  incur  no  liability  or  obligation  to  the 
Secretary  or  the  Federal  Financing  Bank  in 
connection  with  any  sale  of  a  debenture 
under  this  section.". 

Sec  902.  In  order  to  achieve  the  budget 
savings  specified  in  the  amendment  made  by 
section  901  of  this  Act,  neither  the  Secre- 
tary of  the  Treasury  nor  the  Administration 
shall  sell  any  loans,  portions  of  loans,  or 
notes  or  debentures  guaranteed  by  the  Ad- 
ministration pursuant  either  to  the  Small 
Business  Act  or  the  Small  Business  Invest- 
ment Act  of  1958  except  those  specified  in 
the  amendment  made  by  section  901,  except 
that  this  section  shall  not  apply  to  the  sale 
of  debentures  or  other  securities  provided 
for  in  sections  321  and  504  of  the  Small 
Business  Investment  Act  of  1958. 


GRASSLEY  (AND  OTHERS) 
AMENDMENT  NO.  2860 

Mr.  DOMENICI  (for  Mr.  Grassley, 
for  himself,  Mr.  Lautenberg,  Mr. 
D'Amato,  Mr.  Proxmire,  Mr.  Denton, 
Mr.  Dole,  Mr.  Mattingly,  Mr 
Harkin,  Mr.  Chiles,  Mr.  DeConcini, 
Mr.  HoLLiNGS,  and  Mrs.  Hawkins)  pro- 
posed an  amendment  to  amendment 
No.  2850  proposed  by  Mr.  Domenici 
(and  others)  to  the  bill  S.  2706,  supra; 
as  follows: 

At  the  appropriate  place  in  the  Commit- 
tee amendment,  insert  the  following: 
SEC.    .  denial  of  certain  tax  benefits  with 

respect  to  AtTIVITIES  IN  CERTAIN 
FOREIGN  COINTRIES. 

(a)  Denial  of  Foreign  Tax  Credit.— Sec- 
tion 901  (relating  to  taxes  of  foreign  coun- 
tries and  of  possessions  of  the  United 
States)  is  amended  by  redesignating  subsec- 
tion (i)  as  subsection  (j)  and  by  inserting 
after  subsection  (h)  the  following  new  sub- 
section: 

•"(i)  Denial  of  foreign  tax  credit,  etc. 

WITH     respect     to     CERTAIN     FOREIGN     COUN- 
TRIES.— 

""(1)  In  general.— Notwithstanding  any 
other  provison  of  this  part— 

"(A)  no  credit  shall  be  allowed  under  sub- 
section (a)  for  any  income,  war  profits,  or 


excess  profits  taxes  paid  or  accrued  (or 
deemed  paid  under  section  902  or  960) 
during  the  taxable  year  to  any  country  to 
which  this  subsection  applies,  and 

""(B)  subsections  (a),  (b),  and  (c)  of  section 
904  and  sections  902  and  960  shall  be  ap- 
plied separately  with  respect  to  income  for 
such  taxable  year  from  sources  within  any 
country  so  identified. 

""(2)  Countries  to  which  subsection  ap- 
plies.— 

"(A)  In  general.— This  subsection  shall 
apply  to  any  foreign  country— 

"(i)  the  government  of  which  the  United 
States  does  not  recognize,  unless  such  gov- 
ernment is  otherwise  eligible  to  purchase 
defense  articles  or  services  under  the  Arms 
Export  Control  Act, 

""(ii)  with  respect  to  which  the  United 
States  has  severed  diplomatic  relations, 

■"(iii)  with  respect  to  which  the  United 
States  has  not  severed  diplomatic  relations 
but  does  not  conduct  such  relations,  or 

"(iv)  which  the  Secretary  of  State  has. 
pursuant  to  section  6(j)  of  the  Export  Ad- 
ministration Act  of  1979.  as  amended,  desig- 
nated as  a  foreign  country  which  repeatedly 
provides  support  for  acts  of  international 
terrorisms. 

"(B)  Period  for  which  subsection  ap- 
plies.—This  subsection  shall  apply  to  any 
foreign  country  descrit)ed  in  subparagraph 
(A)  during  the  period— 

"(i)  beginning  on  the  later  of— 

"(I)  January  1,  1987.  or 

"(II)  6  months  after  such  country  becomes 
a  country  described  in  subparagraph  (A), 
and 

""(ii)  ending  en  the  date  the  Secretary  of 
State  certifies  to  the  Secretary  of  the  Treas- 
ury that  such  country  is  no  longer  described 
in  subparagraph  (A). 

•■(3)  Part-year  rule.— If  this  subsection 
applies  to  any  foreign  country  for  any 
period  less  than  an  entire  taxable  year, 
paragraph  (1)  shall  be  applied  by  taking 
into  account  only  that  proportion  of  the 
taxes  and  income  described  in  paragraph  ( 1 ) 
for  the  taxable  year  as  the  portion  of  the 
taxable  year  which  includes  such  period 
bears  to  the  entire  taxable  year."' 

(b)  Denial  of  Deferral  of  Income.— 

(1)  General  rule.— Section  952(a)  (defin- 
ing subpart  F  income)  is  amended  by  strik- 
ing out  "and"  at  the  end  of  paragraph  (3), 
by  striking  out  the  period  at  the  end  of 
paragraph  (4)  and  inserting  in  lieu  thereof 
•".  and"",  and  by  inserting  immediately  after 
paragraph  (4)  the  following  new  paragraph: 

"(5)  the  income  of  such  cort>oration  de- 
rived from  any  foreign  country  during  any 
period  during  which  section  904(1)  applies 
to  such  foreign  country."' 

(2)  Income  derived  from  foreign  coun- 
try.—Section  952  (defining  subpart  F 
income)  is  amended  by  adding  at  the  end 
thereof  the  loUowing  new  subsection: 

(3)  Income  Derived  Prom  Foreign  Coun- 
try.—The  Secretary  shall  prescribe  such 
regulations  .as  may  be  necessary  or  appropri- 
ate to  carry  out  the  purposes  of  subsection 
(a)(5),  including  regulations  which  treat 
income  paid  through  1  or  more  entities  as 
derived  from  a  foreign  country  to  which  sec- 
tion 904(i)  applies  if  such  income  was.  with- 
out regard  to  such  entities,  derived  from 
such  country." 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on 
January  1.  1987. 
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LEAHY  AMENDMENT  NO.  2861 

Mr.  DOMENICI  (for  Mr.  Leahy) 
proposed  an  amendment  to  amend- 
ment No.  2850  proposed  by  Mr.  Do- 
MENici  (and  others)  to  the  bill  S.  2706, 
supra;  as  follows: 

At  the  appropriate  place,  add  a  new  sec- 
tion as  follows: 

Sec.  .  Funds  made  available  by  title  IV 
of  the  Agriculture.  Rural  Development,  and 
Related  Agencies  Appropriations  Act  of 
1986  for  Public  Law  480.  title  11  programs, 
and  not  otherwise  obligated  on  the  date  of 
enactment  of  this  section,  shall  be  obligated 
during  fiscal  year  1986  for  the  purposes  for 
which  they  were  made  available  only. 


STENNIS  (AND  COCHRAN) 
AMENDMENT  NO.  2862 

Mr.  DOMENICI  (for  himself,  Mr. 
Stennis,  and  Mr.  Cochran)  proposed 
an  amendment  to  amendment  No. 
2850  proposed  by  Mr.  Domenici  (and 
others)  to  the  bill  S.  2706,  supra;  as 
follows: 

At  the  appropriate  place  in  the  bill,  add 
the  following  new  .section: 

SEC.  .  ME1)K  ARE  PAY.MENTS  TO  LARCE  RIRAL 
HOSPITAUS  SERVING  A  DISPROPOR- 
TIONATE  SHARE  OK  LOW-IMOME  PA- 
TIENTS 

(a)  In  General.— Section  1886(d)(5)(P)(v) 
of  the  Social  Security  Act  (42  U.S.C. 
1395ww(d)(5)(P)(v))  is  amended— 

(1)  by  striking  "or"  at  the  end  of  sub- 
clause (II),  and 

(2)  by  striking  subclause  (II1>  and  insert- 
ing in  lieu  thereof  the  following  new  sub- 
clauses: 

•■(III)  such  percentages  as  are  determined 
by  the  Secretary  to  be  appropriate  for  hos- 
pitals located  in  a  rural  area  which  have  300 
or  more  beds,  or 

■•(IV)  45  percent  if  the  hospital  is  located 
in  a  rural  area  and  has  less  than  300  beds.  " 

(b)  Conforming  Change.— Section 
1886(d)(5)(F)(iv)  of  such  Act  is  amended- 

(1)  in  subclause  (I)  by  inserting  '.  or  is  lo- 
cated in  a  rural  area  and  has  300  or  more 
beds,"  after  ■beds.',  and 

(2)  in  subclause  (III)  by  inserting  "and  has 
less  than  300  beds'^  after  ■area'. 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  dis- 
charges occurring  on  or  after  October  1. 
1986. 


GORTON  (AND  OTHERS) 
AMENDMENT  NO.  2863 

Mr.  GORTON  (for  himself,  Mr.  Hol- 
LiNGS,  Mr.  Grassley,  Mr.  Moynihan, 
Mr.  Domenici.  Mrs.  Hawkins,  Mr. 
Warner,  Mr.  Denton,  Mr.  Riegle,  Mr. 
Mattingly.  Mr.  Sasser,  Mr.  Chiles, 
Mr.  Specter,  Mr.  Cohen,  Mr.  Chafee. 
Mr.  DeConcini,  and  Mr.  Heinz)  pro- 
posed an  amendment  which  was  subse- 
quently modified,  to  the  amendment 
No.  2850  proposed  by  Mr.  Domenici 
(and  others)  to  the  bill  S.  2706,  supra; 
as  follows: 

At  the  end  of  the  bill,  add  the  following 
new  title: 


TITLE       —MISCELLANEOUS  RETIREMENT 

BENEFITS  PROTECTIONS 

Subtitle  A — Protections  From  Extraordinary 

Public  Debt  Management 

SEC.    01.     INVESTMENT     AND     RES'n)R.\TION     OF 
TRIST  FINDS. 

(a)  In  General.— Subsection  (d)  of  section 
201  of  the  Social  Security  Act  (42  U.S.C. 
401(d))  is  amended— 

(1)  by  striking  out  '•(!)  on  original  issue" 
and  inserting  in  lieu  thereof  ••(A)  on  original 
issue', 

(2)  by  striking  out  "(2)  by  purchase"  and 
inserting  in  lieu  thereof  "(B)  by  purchase": 

(3)  by  striking  out  'It  shall  be"  and  insert- 
ing in  lieu  thereof  '(l)  It  shall  be",  and 

(4)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraphs: 

"(2)If- 

"(A)  any  amounts  in  the  Trust  Poinds 
have  not  been  invested  solely  by  reason  of 
the  public  debt  limit,  and 

••(B)  the  taxes  described  in  clause  (3)  or 
(4)  of  subsection  (a)  with  respect  to  which 
such  amounts  were  appropriated  to  the 
Trust  Funds  have  actually  been  received 
into  the  general  fund  of  the  Treasury  of  the 
United  States. 

such  amounts  shall  be  invested  by  the  Man- 
aging Trustee  as  soon  as  such  investments 
can  be  made  without  exceeding  the  public 
debt  limit  and  without  jeopardizing  the 
timely  payment  of  benefits  under  this  title 
or  under  any  other  provision  of  law  directly 
related  to  the  programs  established  by  this 
title. 

"(3)(A)  Upon  expiration  of  any  debt  limit 
impact  period,  the  Managing  Trustee  shall 
irrmiediately— 

"(i)  reissue  to  each  of  the  Trust  Funds  ob- 
ligations under  chapter  31  of  title  31.  United 
States  Code,  that  are  identical,  with  respect 
to  interest  rate  and  maturity,  to  public  debt 
obligations  held  by  such  Trust  Fund  that— 

■■(I)  were  redeemed  during  the  debt  limit 
impact  period,  and 

■■(ID  as  determined  by  the  Managing 
Trustee  on  the  basis  of  standard  investment 
procedures  for  such  Trust  Fund  in  effect  on 
the  day  before  the  date  on  which  the  debt 
limit  impact  period  began,  would  not  have 
been  redeemed  if  the  debt  limit  impact 
period  had  not  occurred,  and 

■■<ii)  issue  to  each  of  the  Trust  Funds  obli- 
gations under  chapter  31  of  title  31.  United 
States  Code,  that  are  identical,  with  respect 
to  interest  rate  and  maturity,  to  public  debt 
obligations  which— 

••(I)  were  not  issued  during  the  debt  limit 
impact  period,  and 

••(II)  as  determined  by  the  Managing 
Trustee  on  the  basis  of  such  standard  in- 
vestment procedures,  would  have  been 
issued  if  the  debt  limit  impact  period  had 
not  occurred. 

"(B)  Obligations  issued  or  reissued  under 
subparagraph  (A)  shall  be  substituted  for 
obligations  that  are  held  by  the  Trust  Fund, 
and  for  amounts  in  the  Trust  Fund  that 
have  not  been  invested,  on  the  date  on 
which  the  debt  limit  impact  period  ends  in  a 
manner  that  will  ensure  that,  after  such 
substitution,  the  holdings  of  the  Trust  Fund 
will  replicate  to  the  maximum  extent  practi- 
cable the  obligations  that  would  be  held  by 
such  Trust  Fund  if  the  debt  limit  impact 
period  had  not  occurred. 

"(C)  In  determining,  for  purposes  of  this 
paragraph,  the  obligations  that  would  be 
held  by  a  Trust  Fund  if  the  debt  limit 
impact  period  had  not  occurred,  any 
amounts  in  the  Trust  TxxnA  which  have  not 
been  invested,  and  any  amounts  required  to 
be  invested  under  paragraph  (2).  shall  be 


treated  as  amounts  which  were  required  to 
be  invested  upon  trahsfer  to  the  Trust 
Fund. 

"(4)  The  Managing  Trustee  shall  pay,  on 
the  first  normal  interest  payment  date  that 
occurs  on  or  after  the  date  on  which  any 
debt  limit  impact  period  ends,  to  each  of  the 
Trust  Funds,  from  amounts  in  the  general 
fund  of  the  Treasury  of  the  United  States 
not  otherwise  appropriated,  an  amount  de- 
termined by  the  Managing  Trustee  to  be 
equal  to  the  excess  of— 

■•(A)  the  net  amount  of  interest  that 
would  have  been  earned  by  such  Trust  Fund 
during  such  debt  limit  impact  period  if— 

"(i)  amounts  in  such  Trust  Fund  that 
were  not  invested  during  such  debt  limit 
impact  period  solely  by  reason  of  the  public 
debt  limit  had  been  invested,  and 

"(ii)  redemptions  and  disinvestments  with 
respect  to  such  Trust  Fund  which  occurred 
during  such  debt  limit  impact  period  solely 
by  reason  of  the  public  debt  limit  had  not 
occurred,  over 

••(B)  the  sum  of— 

'■(i)  the  net  amount  of  interest  actually 
earned  by  such  Trust  Fund  during  such 
debt  limit  impact  period,  plus 

■■(ii)  the  total  amount  of  the  principal  of 
all  obligations  issued  or  reissued  under  para- 
graph (3)(A)  at  the  end  of  such  debt  limit 
impact  period  that  is  attributable  to  interest 
that  would  have  been  earned  by  such  Trust 
Fund  during  such  debt  limit  impact  period 
but  for  the  public  debt  limit. 

"(5)  For  purposes  of  this  section— 

■■(A)  The  term  'public  debt  limit'  means 
the  limitation  imposed  by  subsection  (b)  of 
.section  3101  of  title  31.  United  States  Code. 

■(B)  The  term  debt  limit  impact  period" 
means  any  period  for  which  the  Secretary 
of  the  Treasury  determines  that  the  issu- 
ance of  obligations  of  the  United  States  suf- 
ficient to  orderly  conduct  the  financial  oper- 
ations of  the  United  States  may  not  be 
made  without  exceeding  the  public  debt 
limit.". 

(b)  Availability  of  Funds.— Subsection 
(a)  of  section  201  of  the  Social  Security  Act 
is  amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "All  amounts  so 
transferred  shall  be  immediately  available 
exclusively  for  the  purpose  for  which 
amounts  in  the  Trust  Fund  are  specifically 
made  available  under  this  title  or  under  any 
other  provisions  of  law  directly  related  to 
the  programs  established  by  this  title.". 

SEC.  02.  CIVIL  SERVICE  RETIREMENT  AND  DISABIL- 
ITY FIND. 

(a)  Investment  and  Restoration  of  the 
Fund.— Section  8348  of  title  5,  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  subsection: 

••(j)(l)  Notwithstanding  subsection  (c)  of 
this  section,  the  Secretary  of  the  Treasury 
may  suspend  additional  investment  of 
amounts  in  the  Fund  if  necessary  to  ensure 
that  the  public  debt  of  the  United  States 
does  not  exceed  the  public  debt  limit. 

■•(2)  Any  amounts  in  the  Fund  which, 
solely  by  reason  of  the  public  debt  limit,  are 
not  invested  shall  be  invested  by  the  Secre- 
tary of  the  Treasury  as  soon  as  such  invest- 
ments can  be  made  without  exceeding  the 
public  debt  limit. 

••(3)  Upon  expiration  of  the  debt  issuance 
suspension  period,  the  Secretary  of  the 
Treasury  shall  immediately  issue  to  the 
Fund  obligations  under  chapter  31  of  title 
31  that  (notwithstanding  subsection  (d)  of 
this  section)  bear  such  interest  rates  and 
maturity  dates  as  are  necessary  to  ensure 
that,  after  such  obligations  are  issued,  the 
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holdings  of  the  Fund  will  replicate  to  the 
maximum  extent  practicable  the  obligations 
that  would  be  held  by  the  Fund  if  the  debt 
issuance  suspension  period  had  not  oc 
curred. 

"(4)  On  the  first  normal  interest  payment 
date  after  the  expiration  of  any  debt  issu- 
ance suspension  period,  the  Secretary  of  the 
Treasury  shall  pay  to  the  Fund,  from 
amounts  in  the  general  fund  of  the  Treas- 
ury of  the  United  States  not  otherwise  ap- 
propriated, an  amount  determined  by  the 
Secretary  to  be  equal  to  the  excess  of — 

"(A)  the  net  amount  of  interest  that 
would  have  been  earned  by  the  Fund  during 
such  debt  issuance  suspension  period  if— 

"(i)  amounts  in  the  Fund  that  were  not  in- 
vested during  such  debt  issuance  suspension 
period  solely  by  reason  of  the  public  debt 
limit  had  been  invested,  and 

"(ii)  redemptions  and  disinvestments  with 
respect  to  the  Fund  which  occurred  during 
such  debt  issuance  suspension  period  solely 
by  reason  of  the  public  debt  limit  had  not 
occurred,  over 

"(B)  the  net  amount  of  interest  actually 
earned  by  the  Fund  during  such  debt  issu- 
ance suspension  period. 

"(5)  For  purposes  of  this  subsection  and 
subsections  (k)  and  (1)  of  this  section— 

"(A)  the  term  public  debt  limit'  means 
the  limitation  imposed  by  section  3101(b)  of 
title  31;  and 

"(B)  the  term  'debt  issuance  suspension 
period'  means  any  period  for  which  the  Sec- 
retary of  the  Treasury  determines  that  the 
issuance  of  obligations  of  the  United  States 
sufficient  to  orderly  conduct  the  financial 
operations  of  the  United  States  may  not  be 
made  without  exceeding  the  public  debt 
limit.". 

(b)  Sales  and  Redemptions  by  the  Fund.— 
Section  8348  of  title  5,  United  States  Code, 
as  amended  by  subsection  (a),  is  further 
amended  by  adding  at  the  end  the  following 
new  subsection: 

••(k)  The  Secretary  of  the  Treasury  may 
sell  or  redeem  securities,  obligations,  or 
other  invested  assets  of  the  Fund  only  for 
the  purpose  of  enabling  the  Fund  to  make 
payments  authorized  by  the  provisions  of 
this  subchapter  or  chapter  84  of  this  title  or 
related  provisions  of  law.  If  the  Fund  holds 
any  amounts  which,  by  reason  of  the  public 
debt  limit,  are  not  invested,  the  Secretary 
may  nevertheless  make  such  sales  and  re- 
demptions if,  and  only  to  the  extent,  neces- 
sary to  ensure  that  such  payments  are  made 
in  a  timely  manner.". 

(c)  Reports  Regarding  the  Operation  and 
Status  of  the  Fund.— Section  8348  of  title  5, 
United  States  Code,  as  amended  by  subsec- 
tions (a)  and  (b),  is  further  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(1)(1)  The  Secretary  of  the  Treasury 
shall  report  to  Congress  on  the  operation 
and  status  of  the  Fund  during  each  debt  is- 
suance suspension  period  for  which  the  Sec- 
retary is  required  to  take  action  under  para- 
graph (3)  or  (4)  of  subsection  (j)  of  this  sec- 
tion. The  report  shall  be  submitted  as  soon 
as  possible  after  the  expiration  of  such 
period,  but  not  later  than  the  date  that  is  30 
days  after  the  first  normal  interest  payment 
date  occurring  after  the  expiration  of  such 
period.  The  Secretary  shall  concurrently 
transmit  a  copy  of  such  report  to  the  Comp- 
troller General  of  the  United  States. 

"(2)  Whenever  the  Secretary  of  the  Treas- 
ury determines  that,  by  reason  of  the  public 
debt  limit,  the  Secretary  will  be  unable  to 
fully  comply  with  the  requirements  of  sub- 
section (c)  of  this  section,  the  Secretary 


shall  immediately  notify  Congre.ss  of  the  de- 
termination. The  notification  shall  be  made 
in  writing.". 

SEC.   03.   COST-OF-LIVING    ADJL'STMENTS   IN   CER- 
TAIN FEDERAL  BENEFITS. 

(a)  In  General.— Benefits  which  are  pay- 
able in  calendar  year  1987,  1988,  1989,  1990, 
or  1991,  under  programs  listed  in  section 
257(1)(A)  of  the  Balanced  Budget  and  Emer- 
gency Deficit  Control  Act  of  1985  (Public 
Law  99-177),  including  any  cost-of-living  ad- 
justment in  such  benefits,  shall  not  be  sub- 
ject to  modification,  suspension,  or  reduc- 
tion in  such  calendar  year  pursuant  to  a 
Presidential  order  issued  under  such  Act. 

(b)  Definition.— For  purposes  of  this  sec- 
tion, the  term  "cost-of-living  adjustment" 
means  any  increase  or  change  in  the 
amount  of  a  benefit  or  in  standards  relating 
to  such  benefit  under  any  provision  of  Fed- 
eral law  which  requires  such  increase  or 
change  as  a  result  of  any  change  in  the  Con- 
sumer Price  Index  (or  any  component  there- 
of) or  any  other  index  which  measures 
costs,  prices,  or  wages. 

SEC.  04.  EXEMPT  PROGRAMS  AND  ACTIVITIES. 

(a)  In  General.— Section  255(g)(1)  of  the 
Balanced  Budget  and  Emergency  Deficit 
Control  Act  of  1985  (2  U.S.C.  905(g)(1))  is 
amended  by  inserting  after  the  item  relat- 
ing to  Compensation  of  the  President  the 
following  new  item: 

"Dual  benefits  payments  account  (60- 
0111-0-1-601);'. 

(b)  Application.— The  amendment  made 
by  subsection  (a)  shall  apply  to  fiscal  years 
beginning  after  September  30.  1986. 

Subtitle  B— Older  Americans  Pension  Benefits 

SEC.    10.    BENEFIT    ACCRIAL    BEFORE    MAXIMl'M 
NORMAL  RETIREMENT  BENEFIT. 

Section  4(f)  of  the  Age  Discrimination  in 
Employment  Act  of  1967  (29  U.S.C.  623(f)) 
is  amended— 

(1)  by  inserting  "(1) "  after  the  subsection 
designation; 

(2)  by  redesignating  paragraphs  (1) 
through  (3)  as  subparagraphs  (A)  through 
(C),  respectively; 

(3)  in  subparagraph  (B)  (as  so  redesignat- 
ed )- 

(A)  by  striking  out  "and"  after  "hire  any 
individual,";  and 

(B)  by  inserting  before  the  semicolon  at 
the  end  thereof  a  comma  and  "and  no  em- 
ployee benefit  plan  shall  require  or  permit 
the  suspension  of  an  employee's  benefit  ac- 
crual, or  the  reduction  of  the  rate  of  an  em- 
ployee's benefit  accrual,  because  of  age 
before  accruing  the  maximum  normal  re- 
tirement benefit  under  the  plan  unless  the 
plan  is  a  defined  benefit  pension  plan  that 
provides  that  the  employee's  retirement 
benefit  is  actuarially  increased  to  reflect  a 
retirement  date  that  occurs  after  the  month 
in  which  the  employee  attains  the  normal 
retirement  age  under  the  plan";  and 

(4)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(2)  Nothing  in  this  section  shall  to  con- 
strued to  prohibit  an  employer,  employment 
agency,  or  labor  organization  from  observ- 
ing the  terms  of  an  employee  benefit  plan 
that— 

"(A)  excludes  from  participation  (on  the 
basis  of  age)  employees  who  have  attained  a 
specified  age  In  accordance  with  section 
202(a)(2)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  (29  U.S.C. 
1052(a)(2));  or 

"(B)  imposes  a  limitation  on  the  lienefits 
that  the  plan  provides  or  on  the  numlier  of 
years  of  service  or  years  of  participation 
that  the  plan  recognizes  with  respect  to  an 
employee.". 


SEC. 


II.  BENEFIT  ACCRIAL  BEYOND  NORMAL  RB- 
TIREMENT  AGE. 

(a)  ERISA  Amendments.— 

(1)  In  general.— Subsection  (a)  of  section 
204  of  the  Employee  Retirement  Income  Se- 
curity Act  of  1974  (29  U.S.C.  1054(a))  is 
amended  to  read  as  follows: 

■•(a)  Each  pension  plan  shall  satisfy  the 
requirements  of  subsection  (b)(3).  and— 

"(1)  in  the  case  of  a  defined  benefit  plan, 
shall  satisfy  the  requirements  of  subsection 
(b)(1);  and 

"(2)  in  the  case  of  a  defined  contribution 
plan,  shall  satisfy  the  requirements  of  sub- 
section (b)(2). ". 

(2)  Defined  benefit  plans.— Section 
204(b)(1)  of  such  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  sub- 
paragraph: 

■'(H)(i)  Notwithstanding  the  preceding 
subparagraphs,  a  defined  benefit  plan  shall 
be  treated  as  not  satisfying  the  require- 
ments of  this  paragraph  if,  under  the  terms 
of  the  plan,  an  employee's  benefit  accrual  is 
suspended  or  the  rate  of  an  employee's  ben- 
efit accrual  is  reduced  solely  because  of  age 
before  accruing  the  maximum  normal  re- 
tirement benefit  under  the  plan  unless  the 
plan  provides  that  the  employee's  retire- 
ment benefit  is  actuarially  increased  to  re- 
flect a  retirement  date  that  occurs  after  the 
month  in  which  the  employee  attains  the 
normal  retirement  age  under  the  plan. 

"(ii)  A  defined  benefit  plan  shall  not  be 
treated  as  not  satisfying  the  requirements 
of  this  subparagraph  solely  because  the 
plan— 

"(I)  excludes  from  participation  (on  the 
basis  of  age)  employees  who  have  attained  a 
specified  age  in  accordance  with  section 
202(a)(2);  or 

"(II)  imposes  a  limitation  on  the  benefits 
that  the  plan  provides  or  on  the  number  of 
years  of  service  or  years  of  participation 
that  the  plan  recognizes  with  respect  to  an 
employee.". 

(3)  Defined  contribution  plans.— Section 
204(b)  of  such  Act  is  further  amended— 

(A)  by  redesignating  paragraphs  (2)  and 
(3)  as  paragraphs  (3)  and  (4),  respectively; 
and 

iB)  by  inserting  after  paragraph  (1)  the 
following  new  paragraph: 

"(2)(A)  An  individual  account  plan  satis- 
fies the  requirements  of  this  paragraph  if, 
under  the  plan,  employer  contributions  to 
the  employee's  account  are  not  suspended 
or  reduced  solely  because  of  age. 

"(B)  A  target  benefit  plan  (as  defined 
under  regulations  prescribed  by  the  Secre- 
tary of  the  Treasury )  shall  not  be  treated  as 
not  satisfying  the  requirements  of  this  para- 
graph solely  because  the  plan  excludes  from 
participation  (on  the  basis  of  age)  employ- 
ees who  have  attained  a  specified  age  in  ac- 
cordance with  section  202(a)(2). 

"(C)  An  individual  account  plan  (including 
such  a  target  benefit  plan)  shall  not  be 
treated  as  not  satisfying  the  requirements 
of  this  paragraph  solely  because  the  plan 
imposes  a  limitation  on  the  contributions 
that  may  be  made  or  on  the  number  of 
years  for  which  contributions  will  l>e  made 
under  the  plan  with  respect  to  an  employ- 
ee.". 

(4)  Certain  plan  amendments.— Section 
204(g)(2)  of  such  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  sen- 
tence: "For  purposes  of  paragraph  (1),  in 
the  case  of  a  plan  that  on  the  date  of  enact- 
ment of  the  Sixth  Omnibus  Budget  Recon- 
ciliation Act.  1986,  provided  for  the  distribu- 
tion or  the  commencement  of  distribution 
of  the  entire  interest  of  an  employee  under 
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the  plan  on  or  after  attaining  the  normal  re- 
tirement age  under  the  plan  regardless  of 
whether  the  employee  has  separated  from 
service,  an  amendment  that  postpones  the 
date  as  of  which  such  distribution  will  be 
made  or  commence,  and  which  is  adopted 
within  the  12-month  period  following  the 
date  on  which  section  204(b)(1)(H)  or  sec- 
tion 204(b)(2)  (as  amended  by  such  Act)  be- 
comes applicable  to  the  plan,  shall  not  be 
treated  as  reducing  accrued  benefits.". 

(b)  Code  Amendments.— 

(1)  Defined  benefits  plans.— Section 
411(b)(1)  of  the  Internal  Revenue  Code  of 
1954  (relating  to  accrued  benefit  require- 
ments) is  amended— 

(A)  by  striking  out  "General  rules.—" 
and  inserting  in  lieu  thereof  "Defined  bene- 
fit PLANS.—";  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subparagraph: 

"(H)  Continued  accrual  beyond  normal 
retirement  ace.— 

"(i)  In  general.- Notwithstanding  the  pre- 
ceding subparagraphs,  a  defined  benefit 
plan  shall  be  treated  as  not  satisfying  the 
requirements  of  this  paragraph  if.  under  the 
terms  of  the  plan,  an  employee's  benefit  ac- 
crual is  suspended  or  the  rate  of  an  employ- 
ee's benefit  accrual  is  reduced  solely  because 
of  age  before  accruing  the  maximum  normal 
retirement  benefit  under  the  plan  unless 
the  plan  provides  that  the  employee's  re- 
tirement benefit  is  actuarially  increased  to 
reflect  a  retirement  date  that  occurs  after 
the  month  in  which  the  employee  attains 
the  normal  retirement  age  under  the  plan. 

"(ii)  Exception.— A  defined  benefit  shall 
not  be  treated  as  not  satisfying  the  require- 
ments of  this  subparagraph  solely  because 
the  plan— 

"(I)  excludes  from  participation  (on  the 
basis  of  age)  employees  who  have  attained  a 
specified  age  in  accordance  with  section 
410(a)(2):  or 

"(II)  imposes  a  limitation  on  the  benefits 
that  the  plan  provides  or  on  the  number  of 
years  of  service  or  years  of  participation 
that  the  plan  recognizes  with  respect  to  an 
employee.". 

(2)  Defined  contribution  plans.— Section 
411(b)  of  such  Code  is  further  amended— 

(A)  by  redesignating  paragraphs  (2)  and 
(3)  as  paragraphs  (3)  and  (4),  respectively: 
and 

(B)  by  inserting  after  paragraph  (1)  the 
following  new  paragraph: 

"(2)  Defined  contribution  plans.— 

"(A)  In  general.— a  defined  contribution 
plan  satisfies  the  requirements  of  this  para- 
graph if  employer  contributions  to  the  em- 
ployee's account  are  not  suspended  or  re- 
duced solely  because  of  age. 

"(B)  Target  benefit  plans.— A  target  ben- 
efit plan  (as  defined  under  regulations  pre- 
scribed by  the  Secretary)  shall  not  be  treat- 
ed as  not  satisfying  the  requirements  of  this 
paragraph  solely  because  the  plan  excludes 
from  participation  (on  the  basis  of  age)  em- 
ployees who  have  attained  a  specified  age  in 
accordance  with  section  410(a)(2). 

"(C)  Individual  account  plans.— An  indi- 
vidual account  plan  (including  such  a  target 
benefit  plan)  shall  not  be  treated  as  not  sat- 
isfying the  requirements  of  this  paragraph 
solely  because  the  plan  imposes  a  limitation 
on  the  contributions  that  may  be  made  or 
on  the  number  of  years  for  which  contribu- 
tions will  be  made  under  the  plan  with  re- 
spect to  an  employee.". 

(3)  Certain  plan  amendments.— Section 
411(dK6KB)  of  such  Code  (relating  to 
unendments  that  reduce  accrued  benefits) 
is  amended  by  adding  at  the  end  thereof  the 


following  sentence:  "For  purposes  of  sub- 
paragraph (B).  in  the  case  of  a  plan  that  on 
the  date  of  enactment  of  the  Sixth  Omni- 
bus Budget  Reconciliation  Act,  1986,  provid- 
ed for  the  distribution  or  the  commence- 
ment of  distribution  of  the  entire  interest  of 
an  employee  under  the  plan  on  or  after  at- 
taining the  normal  retirement  age  under 
the  plan  regardless  of  whether  the  employ- 
ee has  separated  from  service,  an  amend- 
ment that  postpones  the  date  as  of  which 
such  distribution  will  be  made  or  commence, 
and  which  is  adopted  within  the  12-month 
period  following  the  date  on  which  section 
411(b)(1)(H)  or  section  411(b)(2)  (as  amend- 
ed by  such  Act)  becomes  applicable  to  the 
plan,  shall  not  be  treated  as  reducing  ac- 
crued benefits.". 

(4)  Integrated  plans.— Section  401(a)(5)  of 
such  Code  (relating  to  a  nondiscriminatory 
classification  of  employees)  is  amended  by 
inserting  after  the  second  sentence  the  fol- 
lowing new  sentence:  "Nor  shall  a  plan  be 
considered  discriminatory  within  the  mean- 
ing of  such  provisions  merely  because,  in 
the  case  of  an  employee  who  has  attained 
the  normal  retirement  age  under  the  plan, 
the  plan  provides  for  a  rate  of  benefit  accru- 
al or  contributions  (including  retirement 
benefits  created  under  State  or  Federal  law) 
that  does  not  exceed  the  rate  of  benefit  ac- 
crual or  contributions  under  the  plan  (in- 
cluding retirement  benefits  created  under 
State  or  Federal  law)  in  the  case  of  an  em- 
ployee who  has  not  attained  the  normal  re- 
tirement age  under  the  plan.". 

(5)  Conforming  amendment.— The  first 
sentence  of  section  41  Ua)  of  such  Code  (re- 
lating to  minimum  vesting  standards)  is 
amended  by  striking  out  "paragraph  (2)  of 
subsection  (b),  and"  and  all  that  follows 
through  the  end  thereof  and  inserting  in 
lieu  thereof  "subsection  (b)(3),  and  also  sat- 
isfies, in  the  case  of  a  defined  benefit  plan, 
the  requirements  of  subsection  (b)(1)  and, 
in  the  case  of  a  defined  contribution  plan, 
the  requirements  of  subsection  (b)(2).". 

SEC.  12.  EFFECTIVE  DATE. 

(a)  In  General.— The  amendments  made 
by  this  subtitle  shall  apply  only  to  employ- 
ees who  are  employed  after  December  31, 
1988.  In  the  case  of  such  employees,  such 
amendments  shall  apply  to  accrual  compu- 
tation periods  beginning  after  December  31, 
1986.  In  the  case  of  employees  not  employed 
after  December  31.  1988.  the  amendments 
made  by  this  subtitle  shall  apply  only  to  ac- 
crual computation  periods  beginning  after 
December  31,  1988. 

(b)  Plan  Amendments.— If  any  amendment 
made  by  this  subtitle  requires  an  amend- 
ment to  any  plan,  such  plan  amendment 
shall  not  l)e  required  to  be  made  before  the 
first  plan  year  beginning  on  or  after  Janu- 
ary 1,  1989,  if- 

(1)  during  the  period  after  such  amend- 
ment takes  effect  and  before  such  first  plan 
year,  the  plan  is  operated  in  accordance 
with  the  requirements  of  such  amendment: 
and 

(2)  such  plan  amendment  applies  retroac- 
tively to  the  period  after  such  amendment 
takes  effect  and  before  such  first  plan  year. 
A  pension  plan  shall  not  be  treated  as  fail- 
ing to  provide  definitely  determinable  bene- 
fits or  contributions  merely  because  it  oper- 
ates in  accordance  with  this  provision. 

(c)  Special  Rule  for  Collectively  Bar- 
gained Plans.— In  the  case  of  a  plan  main- 
tained pursuant  to  1  or  more  collective  bar- 
gaining agreements  between  employee  rep- 
resentatives and  1  or  more  employers  rati- 
fied before  March  1.  1986.  the  amendments 


made  by  this  subtitle  shall  not  apply  to  plan 
years  beginning  before  the  earlier  of— 

(1)  the  later  of- 

(A)  January  1,  1989,  or 

(B)  the  date  on  which  the  last  of  such  col- 
lective bargaining  agreements  terminate 
(determined  without  regard  to  any  exten- 
sion thereof  after  February  28,  1986).  or 

(2)  January  1,  1991. 

(d)  Final  Regulations.— The  Secretary  of 
Labor  or  the  Secretary  of  the  Treasury,  as 
the  case  may  be,  shall  issue  before  February 
1,  1988,  such  final  regulations  as  may  be 
necessary  to  carry  out  the  amendments 
made  by  this  subtitle. 

At  the  appropriate  place,  add  the  follow- 
ing new  title: 

TITLE  II— SOCIAL  SECURITY  TRVST  FVSDS 
SEC.  201.  SHORT  TITLE. 

This  title  may  be  cited  as  the  "Social  Secu- 
rity Trust  Funds  Management  Act  of  1986". 
SEC.  202.  ISVESTMBST  A\D  RESTORATION  OF  TRVST 
FVSDS 

(a)  Subsection  id)  of  section  201  of  the 
Social  Security  Act  (42  U.S.C.  401(d) I  is 
amended— 

(1)  by  striking  out  "(1)  on  original  issue" 
and  inserting  in  lieu  thereof  "(A)  on  origi- 
nal issu£", 

(2)  by  striking  out  "(2)  by  purchase"  and 
inserting  in  lieu  thereof  "(B)  by  purchase"; 

(3)  by  striking  out  "It  shall  be"  and  insert- 
ing in  lieu  thereof  "(1)  It  shall  be",  and 

(4)  by  adding  at  the  end  thereof  the  follow- 
ing new  paragraphs: 

"(2)  If— 

"(A)  any  amounts  in  the  Trust  Funds  have 
not  been  invested  solely  by  reason  of  the 
public  debt  limit,  and 

"(B)  the  taxes  described  in  clause  (3)  or  (4) 
of  subsection  (a)  with  respect  to  which  such 
amounts  were  appropriated  to  the  Trust 
Funds  have  actually  been  received  into  the 
general  fund  of  the  Treasury  of  the  United 
States, 

such  amounts  shall  be  invested  by  the  Man- 
aging Trustee  as  soon  as  such  investments 
can  be  made  without  exceeding  the  public 
debt  limit  and  vnthout  jeopardizing  the 
timely  payment  of  benefits  under  this  title 
or  under  any  other  provision  of  law  directly 
related  to  the  programs  established  by  this 
title. 

"(3)(A)  Upon  expiration  of  any  debt  limit 
impact  period,  the  Managing  Trustee  shall 
immediately— 

"(i)  reissue  to  each  of  the  Trust  Funds  ob- 
ligations under  chapter  31  of  title  31,  United 
States  Code,  that  are  identical,  with  respect 
to  interest  rate  and  maturity,  to  public  debt 
obligations  held  by  such  Trust  Fund  that— 

"(I)  were  redeemed  during  the  debt  limit 
impact  period,  and 

"(II)  as  determined  by  the  Managing 
Trustee  on  the  basis  of  standard  investment 
procedures  for  such  Trust  Fund  in  effect  on 
the  day  before  the  date  on  which  the  debt 
limit  impact  period  began,  would  not  have 
been  redeemed  if  the  debt  limit  impact 
period  had  not  occurred,  and 

"(ii)  issue  to  each  of  the  Trust  Funds  obli- 
gations under  chapter  31  of  title  31,  United 
States  Code,  that  are  identical,  unUi  respect 
to  interest  rate  and  maturity,  to  public  debt 
obligations  which— 

"(I)  were  not  issued  during  the  debt  limit 
impact  period,  and 

"(II)  as  determined  by  the  Managing 
Trustee  on  the  basis  of  such  standard  invest- 
ment procedures,  would  hai>e  been  issued 
if  the  debt  limit  impact  period  had  not  oc- 
curred. 
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"(B)  Obligations  issued  or  reissued  under 
subparagraph  (A)  shall  be  substituted  for  ob- 
ligations that  are  held  by  the  Trust  Fund, 
and  for  amounts  in  the  Trust  Fund  that 
have  not  been  invested,  on  the  date  on 
which  the  debt  limit  impact  period  ends  in  a 
manner  that  will  ensure  that,  after  such  sub- 
stitution, the  holdings  of  the  Trust  Fund 
will  replicate  to  the  maximum  extent  practi- 
cable the  obligations  that  would  be  held  by 
such  Trust  Fund  if  the  debt  limit  impact 
period  had  not  occurred. 

"(C)  In  determining,  for  purposes  of  this 
paragraph,  the  obligations  that  would  be 
held  by  a  Trust  Fund  if  the  debt  limit 
impact  period  had  not  occurred,  any 
amounts  in  the  Trust  Fund  which  have  not 
been  invested,  and  any  amounts  required  to 
be  invested  under  paragraph  (2),  shall  be 
treated  as  amounts  which  were  required  to 
be  invested  upon  transfer  to  the  Trust  Fund. 

"(4)  The  Managing  Trustee  shall  pay,  on 
the  first  normal  interest  payment  date  that 
occurs  on  or  after  the  date  on  which  any 
debt  limit  impact  period  ends,  to  each  of  the 
Trust  Funds,  from  amounts  in  the  general 
fund  of  the  Treasury  of  the  United  States 
not  otherwise  appropriated,  an  amount  de- 
termined by  the  Managing  Trustee  to  be 
equal  to  the  excess  of— 

"(A)  the  net  amount  of  interest  that  would 
have  been  earned  by  such  Trust  Fund  during 
such  debt  limit  impact  period  if— 

"(i)  amounts  in  such  Trust  Fund  that  were 
not  invested  during  such  debt  limit  impact 
period  solely  by  reason  of  the  public  debt 
limit  had  been  invested,  and 

"(ii)  redemptions  and  disinvestments  with 
respect  to  such  Trust  Fund  which  occurred 
during  such  debt  limit  impact  period  solely 
by  reason  of  the  public  debt  limit  had  not 
occurred,  over 

"(B)  the  sum  of— 

"(i)  the  net  amount  of  interest  actually 
earned  by  such  Trust  Fund  during  such  debt 
limit  impact  period,  plus 

"(ii)  the  total  amount  of  the  principal  of 
all  obligations  issued  or  reissued  under 
paragraph  (3)(A)  at  the  end  of  such  debt 
limit  impact  period  that  is  attributable  to 
interest  that  would  have  been  earned  by 
such  Trust  Fund  during  such  debt  limit 
impact  period  but  for  the  public  debt  limit 

"(5)  For  purposes  of  this  section— 

"(A)  The  term  'public  debt  limit' means  the 
limitation  imposed  by  subsection  (b)  of  sec- 
tion 3101  of  title  31.  United  StaUs  Code. 

"(B)  The  term  'debt  limit  impact  period' 
means  any  period  for  which  the  Secretary  of 
the  Treasury  determines  that  the  issuance  of 
obligations  of  the  United  States  sufficient  to 
orderly  conduct  the  financial  operations  of 
the  United  States  may  not  be  made  without 
exceeding  the  public  debt  limit ". 

(b)  Subsection  (a)  of  section  201  of  the 
Social  Security  Act  is  amended  by  adding  at 
the  end  thereof  the  following  new  sentence: 
"All  amounts  so  transferred  shall  be  immedi- 
ately available  exclusively  for  the  purpose 
for  which  amounts  in  the  Trust  Fund  are 
specifically  made  available  under  this  title 
or  under  any  other  provisions  of  law  direct- 
ly related  to  the  programs  established  by  this 
title. ". 

SEC.  ZOS.  REPEAL  OF  SORMAUZED  TAX  TRANSFER. 

(a)  Subsection  (a)  of  section  201  of  the 
Social  Security  Act  is  amended  by  striking 
out  the  matter  following  clause  (4)  and  in- 
serting in  lieu  thereof  the  following:  "The 
amounts  appropriated  by  clauses  (3)  and  (4) 
shall  be  transferred  from  the  general  fund  of 
the  Treasury  of  the  United  States  to  the  Fed- 
eral Old-Age  and  Survivors  Insurance  Trust 
Fund,    and   the  amounts  appropriated  by 


clauses  (1)  and  (2)  of  subsection  (b)  shall  be 
transferred  from  the  general  fund  of  the 
Treasury  to  the  Federal  Disability  Insurance 
Trust  Fund,  upon  receipt  by  the  general 
fund  of  taxes  specified  in  clauses  (3)  and  (4) 
of  this  subsection  (as  estimated  by  the  Secre- 
tary). Proper  adjustments  shall  be  made  in 
amounts  subsequently  transferred  to  the 
extent  amounts  previously  transferred  were 
in  excess  of  or  were  less  than,  the  taxes  spec- 
ified in  such  clauses  (3)  and  (4).  All  amounts 
so  transferred  shall  be  immediately  avail- 
able exclusively  for  the  purpose  for  which 
amounts  in  the  Trust  Fund  are  specifically 
made  available  under  this  title  or  under 
other  provisions  of  law  directly  related  to 
the  programs  established  by  this  title. ". 

(b)  The  amendment  made  by  subsection 
(a)  shall  take  effect  on  July  1, 1990. 

SEC.  204.  FAITHFUL  EXECITION  OF  DVTIES  BY  MEM- 
BERS OF  BOARD  OF  TRL'STEES  OF 
TRVST  FINDS. 

Section  201(c)  of  the  Social  Security  Act  is 
amended  by  striking  the  last  sentence  and 
inserting  the  following:  "A  person  serving  on 
the  Board  of  Trustees  (including  the  Manag- 
ing Trustee)  shall  not  be  considered  to  be  a 
fiduciary,  but  each  such  person  shall  faith- 
fully execute  the  duties  imposed  on  such 
person  by  this  section.  A  person  serving  on 
the  Board  of  Trustees  (including  the  Manag- 
ing Trustee)  shall  not  be  personally  liable 
for  actions  taken  in  such  capacity  with  re- 
spect to  the  Trust  Funds. ". 

SEC.  2tS.  REPORTS  REGARDING  THE  OPERATION 
AND  STA  TVS  OF  THE  TRVST  FVNDS 

Subsection  (c)  of  section  201  of  the  Social 
Security  Act  is  amended— 

(1)  by  striking  "once"  in  the  fourth  sen- 
tence and  inserting  "twice", 

(2)  by  redesignating  paragraphs  (IJ  and 

(2)  as  subparagraphs  (A)  and  (B),  respective- 
ly. 

(3)  by  redesignating  paragraphs  (3),  (4). 
and  (S)  as  subparagraphs  (D),  (E),  and  (F), 
respectively, 

(4)  by  inserting  after  subparagraph  (B)  (as 
redesignated  by  paragraph  (2)  of  this  sec- 
tion) the  following: 

"(C)  Report  to  the  Congress  as  soon  as 
possible,  but  not  later  than  the  date  that  is 
30  days  after  the  first  normal  interest  pay- 
ment date  occurring  on  or  after  the  date  on 
which  any  debt  limit  impact  period  for 
which  the  Managing  Trustee  is  required  to 
take  action  under  paragraph  (3)  or  (4)  of 
subsection  (d)  ends,  on— 

"(i)  the  operation  and  status  of  the  Trust 
Funds  during  such  debt  limit  impact  period, 
and 

"(ii)  the  actions  taken  under  paragraphs 

(3)  and  (4)  of  subsection  (d)  with  respect  to 
such  debt  limit  impact  period;", 

(5)  by  striking  out  "in  paragraph  (2) 
above"  and  inserting  in  lieu  thereof  "in  sub- 
paragraph (B)  above", 

(6)  by  inserting  "(1)" after  "(c)",  and 

(7)  by  adding  at  the  end  thereof  the  follow- 
ing: 

"(2)  The  Managing  Trustee  shall  report 
monthly  to  the  Board  of  Trustees  concerning 
the  operation  and  status  of  the  Trust  Funds 
and  shall  report  to  Congress  and  to  the 
Board  of  Trustees  not  less  than  15  days 
prior  to  the  date  on  whicfi,  by  reason  of  the 
public  debt  limit  the  Managing  Trustee  ex- 
pects to  be  unable  to  fully  comply  with  the 
provisions  of  subsection  (a)  or  (d)(1),  and 
shall  include  in  such  report  an  estimate  of 
the  expected  consequences  to  the  Trust 
Funds  of  such  inability.". 

SEC.   tit.   ELIMINATION  OF  VNDVE  DISCRETION  IN 
THE  INVESTME.VT  OF  TRVST  FV.VBS. 

(a)  Section  201(d)  of  the  Social  Security 
Act  is  amended,  in  the  first  sentence— 


(1)  by  inserting  "immediately"  after  "to 
invest";  and 

(2)  by  striking  ".  in  his  judgment". 

(b)(1)  Paragraph  (2)  of  section  201(d)  of 
the  Social  Security  Act  as  added  by  section 
202  of  this  Act  is  amended  to  read  as  fol- 
lows: 

"(2)  If  any  amount  in  either  of  the  Trust 
Funds  is  not  invested  solely  by  reason  of  the 
public  debt  limit  such  amount  shall  be  in- 
vested as  soon  as  such  investment  can  be 
made  without  exceeding  the  public  debt 
limit  and  without  jeopardizing  the  tiynely 
payment  of  benefits  under  this  title  or  under 
any  other  provision  of  law  directly  related 
to  the  programs  established  by  this  title. " 

(2)  The  amendment  made  by  paragraph 
(1)  shall  take  effect  on  July  1,  1990. 

SEC.    207.    SALES    AND    REDEMPTIONS    BY    TRVST 
FV.\DS. 
Section    201(e)    of   the    Social    Security 
Act    is  amended— 

(1)  by  inserting  "(1)" after  "(e)";  and 

(2)  by  adding  at  the  end  the  following: 
"(2)(A)  The  Managing  Trustee  may  effect 

any  such  sale  or  redemption  with  respect  to 
either  Trust  Fund  only  for  the  purpose  of  en- 
abling such  Trust  Fund  to  make  payments 
authorized  by  this  title  or  under  any  other 
provisions  of  law  directly  related  to  the  pro- 
grams established  by  this  title.  If  either  of 
the  Trust  Funds  holds  any  amounts  which 
are  not  invested  by  reason  of  the  public  debt 
limit  the  Managing  Trustee  is  nevertheless 
directed  to  make  such  sales  and  redemptions 
if,  and  only  to  the  extent  necessary  to 
assure  timely  payment  of  benefits  and  other 
payments  authorized  by  this  title  or  by  any 
other  provisions  of  law  directly  related  to 
the  programs  established  by  this  title,  but 
the  principal  amount  of  obligations  sold  or 
redeemed  pursuant  to  this  sentence  shall  not 
exceed  the  principal  amount  of  obligations 
that  would  have  been  sold  or  redeemed 
under  normal  operating  procedures  in 
order  to  make  such  payments.  ". 

SEC.  298.  EFFECTIVE  DATE. 

Except  as  otherwise  provided  by  this  title, 
the  amendments  made  by  this  title  shall  take 
effect  on  the  date  of  enactment  of  this  Act 

STEVENS  AMENDMENT  NO.  2864 

Mr.  STEVENS  (for  hiniself  and  Mr. 
Andrews)  proposed  an  amendment  to 
amendment  No.  2850  proposed  by  Mr. 
DoMENici  (and  others)  to  the  bill  S. 
2706,  supra;  as  follows: 

At  the  end  of  section  102  insert  the  follow- 
ing new  language:  "Such  regulations  shall 
not  prohibit  full  transferability  and  assign- 
ability of  such  loans  without  condition,  and 
shall  not  require  unreasonable  reductions  in 
rates  to  customers.". 


HARKIN  AMENDMENT  NO.  2865 

Mr.  HARKIN  proposed  an  amend- 
ment to  amendment  No.  2850  proposed 
by  Mr.  Domenici  (and  others)  to  the 
bill  S.  2706,  supra:  as  follows: 

On  page  10  of  the  amendment  strike  lines 
8  and  9. 


NOTICES  OP  HEARINGS 

COMMITTEE  ON  AGRICULTintE,  NUTRITION,  AND 
FORESTRY 

Mr.  HELMS.  Mr.  President.  I  wish  to 
announce  that  the  Committee  on  Agri- 
culture, Nutrition,  and  Porestry,  has 
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scheduled  hearings  on  the  following 
days: 

Wednesday,  September  24,  1986,  10 
a.m.,  in  SR332— the  full  committee  has 
scheduled  a  hearing  to  consider  the 
nomination  of  Jim  R.  Billington,  of 
Oklahoma,  to  be  a  member  of  the 
Farm  Credit  Administration  Board, 
Farm  Credit  Administration;  and 

Thursday.  September  25,  1986,  9:30 
a.m.,  in  SR332— the  Subcommitte  on 
Agricultural  Research,  Conservation, 
Forestry,  and  General  Legislation,  of 
the  Committee  on  Agriculture.  Nutri- 
tion, and  Forestry,  will  hold  a  hearing 
to  address  two  pieces  of  legislation;  S. 
2685,  the  Tennessee  Wilderness  Act  of 
1986  and  S.  2782.  the  Sipsey  Wild  and 
Scenic  River  and  Sipsey  Wilderness 
Addition  Act  of  1986. 

For  further  information,  please  con- 
tact the  committee  staff  at  224-2035. 


ADDITIONAL  STATEMENTS 


AUTHORITY  FOR  COMMITTEES 
TO  MEET 

SUBCOMMITTEE  ON  PUBLIC  LANDS.  RESERVED 
WATER.  AND  RESOURCES  CONSERVATION 

Mr.  ARMSTRONG.  Mr.  President,  I 
ask  unanimous  consent  that  the  Sub- 
committee on  Public  Lands,  Reserved 
Water  and  Resource  Conservation  of 
the  Committee  on  Energy  and  Natural 
Resources  be  authorized  to  meet 
during  the  session  of  the  Senate  on 
Friday,  September  19,  to  hold  a  hear- 
ing on  the  following: 

S.  1971.  to  transfer  certain  lands  under 
the  jurisdiction  of  the  Secretary  of  the  Inte- 
rior to  the  city  of  Mesquite.  Nevada: 

S.  2194.  to  authorize  the  conveyance  of  40 
acres  in  Nevada  to  the  Catholic  Diocese  of 
Reno/Las  Vegas; 

S.  2599.  to  declare  that  the  United  States 
holds  certain  public  domain  lands  in  trust 
for  the  Pueblo  of  Zia; 

S.  2698.  to  transfer  certain  public  lands  in 
Nevada  to  the  Toiyabe.  Humboldt,  and  Inyo 
National  Forests; 

S.  2758,  to  authorize  the  exchange  of  cer- 
tain lands  in  the  States  of  Nevada  and  Flori- 
da; 

S.J.  Res.  372.  authorizing  establishment  of 
a  memorial  to  honor  America's  astronauts; 

S.  2812  and  H.R.  4037,  relating  to  the  Indi- 
ana Dunes  National  Lakeshore,  and  for 
other  purposes;  and 

H.R.  4645.  an  act  to  modify  the  bound- 
aries of  the  Cuyahoga  Valley  National 
Recreation  Area. 


UMI 


The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

SUBCOMMITTEE  ON  AVIATION 

Mr.  ARMSTRONG.  Mr.  President,  I 
ask  unanimous  consent  that  Aviation 
Subcommittee  of  the  Committee  on 
Commerce,  Science  and  Transporta- 
tion be  authorized  to  meet  during  the 
session  of  the  Senate  on  Friday,  Sep- 
tember 19,  to  conduct  a  hearing  on 
cabin  air  quality. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


PHILADELPHIA,  1787 

•  Mr.  ARMSTRONG.  Mr.  President, 
199  years  ago  this  week,  a  small  band 
of  American  patriots  concluded  their 
deliberations  on  a  constitution  for  the 
United  States.  They  had  worked  for 
only  about  100  days,  but  their  work 
culminated  in  the  great,  organic  char- 
ter of  the  land  that  was  to  become  the 
freest,  richest,  and  most  powerful 
nation  the  world  has  ever  known.  Our 
success  is  due,  in  large  measure,  to  the 
inspired  foundation  that  the  framers 
laid  to  "form  a  more  perfect  union,  es- 
tablish justice,  insure  domestic  tran- 
quility, provide  for  the  common  de- 
fense, promote  the  general  welfare, 
and   secure   the   blessings   of   liberty 

•  •  •  " 

On  September  17  in  1787.  in  the 
State  House  in  Philadelphia,  38  men 
put  their  signatures  to  a  document 
that  has  withstood  the  roaring  tem- 
pests of  wars,  the  exhilaration  of 
growth,  and  the  ravages  of  depres- 
sions. And  while  military,  political, 
and  economic  troubles  are  not  strang- 
ers in  our  own  time,  yet  it  may  be  that 
our  generation  is  called  on  to  defend 
the  Constitution  against  more  insidi- 
ous threats.  Our  external  enemies 
present  an  ominous  threat,  but  greater 
dangers  may  lie  in  our  own  affluence, 
apathy,  and  decadence. 

On  Monday,  September  17,  1787,  as 
the  last  delegates  were  filing  forward 
to  sign  the  new  Constitution,  Benja- 
min Franklin,  the  world-famous  diplo- 
mat and  scientist  who  was  at  the  time 
the  President  of  Penrisylvania,  direct- 
ed the  attention  of  some  of  the  dele- 
gates to  the  chair  that  was  occupied 
by  Gen.  George  Washington,  the  Con- 
vention's President.  On  the  chair's 
back  was  a  carved,  gilded  sim.  Frank- 
lin observed  that  painters  had  found  it 
difficult  to  distinguish  in  their  art  a 
rising  from  a  setting  sun,  and  he  had 
often  during  their  deliberations  looked 
at  that  chair  without  being  able  to  tell 
whether  the  sun  was  rising  or  setting. 

"But  now  at  length,"  said  the  wise 
Franklin  as  the  final  names  were 
being  subscribed,  "I  have  the  happi- 
ness to  know  that  it  is  a  rising  and  not 
a  setting  sun." 

Mr.  President,  in  an  attempt  to 
honor  and  remember  the  work  of  the 
founders,  I  ask  that  a  copy  of  Dr. 
Franklin's  address  to  the  convention 
on  September  17,  1787,  be  placed  in 
the  Record: 

Address  of  Benjamin  F'ranklin 

"Mr.  President 

"I  confess  that  there  are  several  parts  of 
this  constitution  which  I  do  not  at  present 
approve,  but  I  am  not  sure  I  shall  never  ap- 
prove them:  For  having  lived  long.  1  have 
experienced  many  instances  of  being  obliged 
by  better  information  or  fuller  consider- 
ation, to  change  opinions  even  on  important 
subjects,  which  I  once  thought  right,  but 
found  to  be  otherwise.  It  is  therefore  that 


the  older  I  grow,  the  more  apt  I  am  to  doubt 
my  own  judgment,  and  to  pay  more  respect 
to  the  judgment  of  others.  Most  men  indeed 
as  well  as  most  sects  in  Religion,  think 
themselves  in  possession  of  all  truth,  and 
that  wherever  others  differ  from  them  it  is 
so  far  error.  Steele,  a  Protestant  in  a  Dedi- 
cation tells  the  Pope,  that  the  only  differ- 
ence between  our  Churches  in  their  opin- 
ions of  the  certainty  of  their  doctrines  is. 
the  Church  of  Rome  is  infallible  and  the 
Church  of  England  is  never  in  the  wrong. 
But  though  many  private  persons  think 
almost  as  highly  of  their  own  infallibility  as 
of  that  of  their  sect,  few  express  it  so  natu- 
rally as  a  certain  French  lady,  who  in  a  dis- 
pute with  her  sister,  said  "I  don't  know  how 
it  happens.  Sister  but  I  meet  with  no  body 
but  myself,  that's  always  in  the  right"— /Z 
n'y  a  que  moi  qui  a  toujours  raison. " 

"In  these  sentiments.  Sir,  I  agree  to  this 
Constitution  with  all  its  faults,  if  they  are 
such;  because  I  think  a  general  Government 
necessary  for  us,  and  there  is  no  form  of 
Government  but  what  may  be  a  blessing  to 
the  people  if  well  administered,  and  believe 
farther  that  this  is  likely  to  be  well  adminis- 
tered for  a  course  of  years,  and  can  only  end 
in   Despotism,  as  other  forms   have  done 
before  it,  when  the  people  shall  become  so 
corrupted  as  to  need  despotic  Government, 
being  incapable  of  any  other.  I  doubt  too 
whether    any    other    Convention    we    can 
obtain  may  be  able  to  make  a  better  Consti- 
tution. For  when  you  assemble  a  number  of 
men  to  have  the  advantage  of  their  joint 
wisdom,  you  inevitably  assemble  with  those 
men,   all   their   prejudices,   their   passions, 
their  errors  of  opinion,  their  local  interests, 
and  their  selfish  views.  From  such  an  As- 
sembly can  a  perfect  production  be  expect- 
ed? It  therefore  astonishes  me.  Sir,  to  find 
this  system  approaching  so  near  to  perfec- 
tion as  it  does;  and  I  think  it  will  astonish 
our  enemies,  who  are  waiting  with  confi- 
dence to  hear  that  our  councils  are  con- 
founded like  those  of  the  Builders  of  Babel; 
and  that  our  States  are  on  the  point  of  sepa- 
ration, only  to  meet  hereafter  for  the  pur- 
pose of  cutting  one  another's  throats.  Thus 
I  consent.  Sir,  to  this  Constitution  because  I 
expect  no  better,  and  because  I  am  not  sure, 
that  it  is  not  the  best.  The  opinions  I  have 
had  of  its  errors,  I  sacrifice  to  the  public 
good— I  have  never  whispered  a  syllable  of 
them  abroad— Within  these  walls  they  were 
born,  and  here  they  shall  die— If  every  one 
of  us  in  returning  to  our  Constituents  were 
to  report  the  objections  he  has  had  to  it, 
and  endeavor  to  gain  partizans  in  support  of 
them,  we  might  prevent  its  being  generally 
received,  and  thereby  lose  all  the  salutary 
effects  and  great  advantages  resulting  natu- 
rally in  our  favor  among  foreign  Nations  as 
well  as  among  ourselves,  from  our  real  or 
apparent  unanimity.  Much  of  the  strength 
and  efficiency  of  any  Government  in  pro- 
curing and  securing  happiness  to  the  people, 
depends,  on  opinion,  on  the  general  opinion 
of  the  goodness  of  the  Government,  as  well 
as  of  the  widom  and  integrity  of  its  Gover- 
nors. I  hope  therefore  that  for  our  own 
sakes  as  a  part  of  the  people,  and  for  the 
sake  of  posterity,  we  shall  act  heartily  and 
unanimously  in  recommending  this  Consti- 
tution (if  approved  by  Congress  and  con- 
firmed by  the  Conventions)  wherever  our 
influence  may  extend,  and  turn  our  future 
thoughts  and  endeavors  to  the  means  of 
having  it  well  administered. 

"On  the  whole.  Sir.  I  cannot  help  express- 
ing a  wish  that  every  member  of  the  Con- 
vention who  may  still  have  objections  to  it, 
would  with  me,  on  this  occasion  doubt  a 
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little  of  his  own  infallibility-and  to  make 
manifest  our  unanimity,  put  his  name  to 
this  instrument. . . 
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NATIONAL  POW-MIA 
RECOGNITION  DAY 

•  Mr.  ANDREWS.  Mr.  President,  on 
POW-MIA  Recognition  Day  we  are 
painfully  reminded  how  very  high  is 
the  price  of  freedom.  Since  the  Revo- 
lutionary War,  Americans  have  been 
willing  to  sacrifice  their  lives  when 
necessary  to  preserve  the  ideal  of  free- 
dom that  we  as  civilized  humans  so 
deeply  cherish.  Therefore,  today  we 
honor  those  brave  individuals  who 
have  made  a  supreme  sacrifice— not 
certain  death,  but  that  of  an  underter- 
mined  fate  which  leaves  their  families 
unaware  and  uncertain  of  their  fate. 

It  is  particularly  tragic  to  imagine 
the  fate  of  those  2,434  brave  Ameri- 
cans still  unaccounted  for  in  South- 
east Asia  over  11  years  after  the  last 
American  transport  left  and  Saigon 
fell  to  North  Vietnam.  This  day  illumi- 
nates this  sorrowful  fact  as  we  honor 
those  still  lost  ta  us  and  console  the 
many  families  whom  remain  unin- 
formed about  the  whereabouts  of 
their  fathers,  sons,  husbands,  or 
brothers. 

These  servicemen  are  missing 
throughout  Vietnam.  Cambodia,  and 
Laos.  While  these  countries'  govern- 
ments maintain  that  there  are  no 
longer  any  POW's— only  MIA's— it  is 
difficult  to  take  these  claims  as  any- 
thing more  than  empty  rhetoric. 

In  Vietnam,  591  prisoners  were  freed 
by  Hanoi  between  February  and  April 
1973.  Then  the  Vietnamese  allowed  68 
stranded  Americans  to  return  home  in 
1976.  Although  we  have  seen  an  in- 
crease in  the  release  of  names  and  re- 
mains from  the  Vietnamese  Govern- 
ment in  the  last  2  years,  their  motives 
remain  questionable  and  the  total 
number  of  bodies  returned  since  the 
war's  end  is  only  147. 

An  estimated  556  Americans  remain 
unaccounted  for  in  Laos  and  there  has 
been  little  information  released  about 
the  fate  of  these  soldiers.  While  the 
Laotians  did  allow  a  joint  United 
States-Laotian  excavation  at  a  crash- 
site  near  Pakse  in  1985,  gestures  of 
compassion  from  this  government 
appear  slow  in  coming  and  infrequent 
and  never  without  hints  of  a  quid  pro 
quo  for  United  States  aid  or  normal- 
ized relations. 

Most  sadly,  Cambodia  remains  a 
mystery.  Some  of  the  Americans  listed 
missing  were  captured  in  this  country 
where  atrocities  against  their  own 
people  have  been  a  way  of  life.  Unfor- 
tunately, the  continuing  political  and 
military  upheavals  in  Cambodia  have 
resulted  in  almost  a  complete  lack  of 
information  concerning  our  military 
personnel. 

These  three  countries  have  demon- 
strated little,  if  any.  humanitarian 
concerns  for  our  POW-^MIA's.  Time 


will  only  tell  if  this  condition  will 
change.  But,  we  have  both  the  respon- 
sibility and  the  obligation  to  those 
missing  Americans  to  remain  unceas- 
ing in  our  efforts  to  resolve  the  ques- 
tion of  the  fate  of  these  men  and  bring 
an  end  to  the  prolonged  anguish  of 
their  families  and  of  the  Nation.  We 
must  bring  our  POW's-MIA's  home 
where  they  belong;  home  to  honor 
these  Americans,  living  or  at  final 
peace,  who  have  paid  the  supreme 
price  for  our  freedom.* 


THE  ENGLISH  PROFICIENCY  ACT 
OF  1986 

•  Mr.  CRANSTON.  Mr.  President.  I 
am  delighted  to  join  with  my  good 
friend,  the  Senator  from  New  Mexico 
[Mr.  BiNGAMAN]  in  introducing  the 
English  Proficiency  Act  of  1986.  This 
bill.  S.  2835  is  much  needed  legislation. 
It  is  designed  to  help  solve  one  of  the 
most  disabling  problems  an  individual 
can  have.  That  problem  is  illiteracy. 

Thirteen  percent  of  all  Americans 
are  illiterate,  Mr.  President,  unable  to 
read  or  to  write.  A  total  of  one-third  of 
all  Americans  are  functionally  illiter- 
ate—seriously impaired  in  their  read- 
ing and  writing  abilities. 

Previous  attempts  to  combat  illiter- 
acy have  lacked  a  careful  sense  of  di- 
rection. This  bill  is  aimed  at  bringing 
in  as  participating  members  of  our  so- 
ciety both  those  who  cannot  read  and 
write  in  any  language,  and  those  who 
are  not  truly  illiterate,  but  rather,  are 
not  yet  proficient  in  English. 

Mr.  President,  many  people  in  our 
Nation  can  read  and  write  in  their 
native  language,  but  not  in  English. 
Nearly  half  of  those  whose  native 
tongue  is  not  English  have  limited 
English  proficiency.  In  effect,  this 
may  be  as  disabling  to  their  participa- 
tion in  society  as  if  they  were  truly  il- 
literate. 

As  always,  California  is  leading  the 
Nation  with  new  trends,  new  ideas, 
and  new  arrivals.  The  majority  of  Cali- 
fornia's new  populations  are  young. 
Some  have  families.  Others  have 
found  their  way  to  my  great  State 
alone.  Many  cannot  participate  effec- 
tively in  the  society  around  them  be- 
cause of  their  inability  to  read  and 
write  English. 

Hispanics  are  particularly  plagued 
by  limited  English  proficiency.  In  Los 
Angeles  alone,  there  are  an  estimated 
10,000  Hispanics  on  waiting  lists  for 
adult  English  instruction.  Our  demo- 
cratic system— and  the  Nation  as  a 
whole— suffers  when  any  substantial 
part  of  its  population  cannot  fully  par- 
ticipate. Some  studies  estimate  that  at 
least  partial  lack  of  English  literacy 
among  Hispanics  may  range  as  high  as 
56  percent. 

Our  bill  targets  this  problem  and 
strives  to  diminish  the  staggering  in- 
equity illiteracy  and  limited  English 
proficiency  create  in  our  society. 
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English  helps  bind  us  together  as  a 
nation.  Those  who  don't  speak,  read  or 
write  English  are  denied  participation 
in  the  mainstream  of  society. 

This  legislation  is  a  great  first  step 
toward  integrating— socially,  political- 
ly, and  economically— into  our  society 
those  with  a  language  deficiency. 

S.  2835  represents  an  investment  in 
our  future.  Without  this  legislation, 
by  the  year  2000  an  estimated  2.6  mil- 
lion children  in  this  country  may  lack 
English  proficiency. 

Nonliterate  children  are  in  jeopardy 
of  becoming  underachieving  adults. 
Parents  determine  much  of  the  envi- 
ronment children  become  accustomed 
to  and  learn  to  accept.  Low  levels  of 
literacy  among  parents  create  new 
generations  of  children  with  low  levels 
of  literacy,  which  reflects  itself  in  lim- 
ited employment  opportunities.  This 
legacy— passed  on  from  one  generation 
to  another— results  in  many  problems 
for  individuals  and  for  society. 

Without  parents  who  understand 
the  doors  that  can  be  opened  through 
literacy,  children  will  fall  victim  to  the 
malady  of  illiteracy. 

Our  Hispanic  population  is  young 
and  rapidly  growing.  By  the  year  2000 
Hispanics  may  comprise  10  percent  of 
the  Nation's  work  force.  And.  obvious- 
ly. Hispanics  are  not  the  only  segment 
of  our  population  in  which  this  prob- 
lem shows  up.  We  cannot  afford  the 
possibility  that  a  some  large  portion  of 
our  labor  force  will  be  a  subclass,  con- 
strained by  limited  ability  in  English. 

At  present,  attempts  to  improve  lit- 
eracy—public and  private— are  woeful- 
ly inadequate.  Most  volunteer  and 
publicly  funded  literacy  programs  do 
not  accept  those  with  limited  English 
proficiency.  They  are  designed  for 
those  who  need  improvement  in  Eng- 
lish, rather  than  basic  English  instruc- 
tion. And,  private  instruction  is  often 
too  costly  and  requires  too  much  of 
those  who  are  struggling  to  survive  in 
our  society  without  proficiency  in  Eng- 
lish. 

I  believe  this  legislation  will  go  far  in 
bringing  into  the  mainstream  of  our 
society  those  who,  up  until  now,  have 
had  no  chance. 

I  am  proud  to  be  an  original  cospon- 
sor  of  S.  2835.  I  believe  it  is  legislation 
of  great  importance  and  hope  my  col- 
leagues will  join  me.  not  only  in  co- 
sponsoring  it,  but  also  in  seeing  it  en- 
acted before  adjournment  sine  die  of 
this  Congress.*  , 


A  TRIBUTE  TO  WILLIAM  R. 
THAYER 

•  Mr.  GRASSLEY.  Mr.  President.  I 
would  like  to  take  this  opportunity  to 
acknowledge  a  fellow  lowan— Mr.  Wil- 
liam R.  Thayer— for  his  dedicated  ef- 
forts on  behalf  of  this  State  and  our 
Nation's  elderly  citizens.  As  president 
of  the  American  Association  of  Homes 
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for  the  Aging  [AAHA]  since  November 
1984,  Bill  Thayer  has  worked  tirelessly 
to  ensure  that  the  elderly  receive  the 
care  and  services  they  need  and  de- 
serve. 

Bill  is  living  proof  of  the  traditional 
American  ideal  that  you  can  come 
from  a  small  town  but  still  make  a  big 
difference  in  the  lives  of  millions  of 
your  fellow  citizens.  As  president  of  a 
nationwide  association  of  nonprofit 
providers  of  care  and  services  to  Amer- 
ica's elderly.  Bill's  dedication  to  com- 
passionate and  quality  care  has 
touched  not  only  the  lives  of  the  170 
residents  of  Iowa's  Madrid  Home  for 
the  Aging  where  he  is  administrator, 
but  also  has  enhanced  the  quality  of 
the  lives  of  hundreds  of  thousands  of 
older  persons  in  homes  throughout 
America. 

AAHA  is  celebrating  its  silver  anni- 
versary as  a  national  organization 
during  its  annual  meeting  in  New 
York  City  on  September  28  through 
October  1,  1986,  and  during  the  cere 
monies  will  pay  tribute  to  Bill  Thayer. 
As  a  member  of  the  Special  Commit- 
tee on  Aging  and  chairman  of  the 
Aging  Subcommittee  of  the  Senate 
Labor  and  Human  Resources  Commit- 
tee, I  wish  to  congratulate  AAHA  on 
25  years  of  service  to  and  advocacy  on 
behalf  of  our  "older  citizens.  I  take  par- 
ticular pleasure  in  joining  with  AAHA, 
and  with  my  fellow  lowsms  of  the  Iowa 
Association  of  Homes  for  the  Aging,  in 
honoring  Bill  Thayer  for  the  leader- 
ship he  has  provided  the  association  as 
he  completes  his  2-year  term. 

Bill  has  distinguished  himself  as  an 
effective  and  compassionate  advocate 
for  the  elderly.  He  puts  into  practice 
every  day  the  kind  of  personal  concern 
and  professional  values  which  promote 
dignity  and  understanding  for  the 
senior  members  of  our  society. 

Bill's  experience  in  the  field  of  aging 
amply  prepared  him  to  assume  leader- 
ship of  AAHA.  He  holds  undergradu- 
ate and  graduate  degrees  from  Dakota 
Wesleyan  University,  Mitchell,  SD, 
and  the  College  of  St.  Thomas,  St. 
Paul,  MN.  He  has  also  continued  to 
pursue  additional  study  of  health  sys- 
tems management  at  Harvard  Univer- 
sity. Before  becoming  administrator  of 
Iowa's  Madrid  Home,  Bill  served  as  op- 
erations director,  comptroller  and  ad- 
ministrator of  the  Ebenezer  Society  of 
Minneapolis,  MN,  and  as  an  instructor 
with  the  Lutheran  Homes  for  the 
Aging. 

His  concern  for  the  elderly  took  a 
national  perspective  in  1981  when  he 
was  named  a  delegate  to  the  White 
House  Conference  on  Aging.  And,  he 
attained  a  number  of  elected  State  and 
national  offices  in  the  association 
prior  to  his  election  as  AAHA  presi- 
dent in  1984. 

When  Bill  assumed  AAHA's  highest 
office,  he  announced  an  ambitious 
goal  for  the  organization's  member- 
ship to  grow  to  3,000  facilities  by  the 


time  of  its  25th  anniversary.  This  goal 
was  achieved  in  August.  Under  Bill's 
guidance,  the  association  established  a 
Midwest  regional  office  in  Chicago  and 
welcomed  community  service  providers 
as  association  members. 

Bill  personifies  the  association's  non- 
profit ethic  of  charity  and  philanthro- 
py. All  AAHA  member  facilities  must 
be  not-for-profit  and  most  are  affili- 
ated with  religious  organizations. 
Members  are  joined  together  in  a  tra- 
dition of  community  involvement  for 
the  betterment  of  life  of  the  elderly. 

Working  with  AAHA  Executive  Vice 
President  Sheldon  Goldberg,  Bill  has 
overseen  the  expansion  of  association 
programs  enhancing  the  effectiveness 
of  nonprofit  facilities.  AAHA  has 
sponsored  group  liability  insurance  for 
its  members  at  a  time  of  crisis  in  the 
insurance  industry.  Operational  effi- 
ciency of  nonprofit  homes  has  also 
been  encouraged  through  use  of 
^\AHA's  group  purchasing  and  a 
money-saving  food  purchasing  pro- 
gram. 

During  Bill's  tenure,  the  association 
inaugurated  its  Professional  Develop- 
ment Institute.  High-quality  continu- 
ing education  programs  are  offered  to 
enhance  the  skills  of  professional 
long-term  care  and  housing  managers. 
Yet  another  major  achievement  of  his 
term  has  been  the  launching  of  the 
Continuing  Care  Accreditation  Com- 
mission to  promote  standards  of  pro- 
fessional practice  in  the  life  care  in- 
dustry. The  program  is  already  regard- 
ed as  an  effective  means  of  helping 
consumers  assess  retirement  communi- 
ty services. 

Bill  Thayer  brings  courage  and  in- 
sight to  his  work.  He  strives  in  all  he 
does  to  make  his  dreams  for  the  elder- 
ly a  reality  and  a  model  for  the  long- 
term  care  field. 

Mr.  President,  those  of  us  in  Con- 
gress who  work  to  promote  quality 
care  for  America's  elderly  join  AAHA 
in  celebrating  Bill  Thayer's  achieve- 
ments and  his  service  to  older  Ameri- 
cans. 


Mr.  President,  Winer  Industries,  has 
its  national  headquarters  in  Paterson, 
NJ,  where  Bob's  father  started  the 
family  business  almost  50  years  ago. 
His  father  came  to  these  shores  with- 
out knowing  what  was  ahead.  But  he 
had  a  deep  belief  that  America  was 
the  country  in  which  he  wanted  to  live 
and  bring  up  his  family.  Winer  Indus- 
tries now  employes  more  than  1,000 
people  from  Paterson,  NJ.  to  Tennes- 
see and  Arizona.  Winer  Industries  is  a 
company  which  exemplifies  not  only 
good  business  leadership,  but  commu- 
nity leadership  as  well.  That  is  be- 
cause Bob  Winer  made  it  his  personal 
mission  to  train  and  employ  those 
without  the  career  choices  higher  edu- 
cation affords. 

In  cities  across  America,  company 
after  company  has  deserted  the  urban 
settings  in  which  they  started.  But 
Bob  Winer  has  resisted  this  tempta- 
tion. Instead  he  has  created  a  modern 
facility,  employing  people  in  produc- 
tive labor  near  their  homes  and  fami- 
lies. 

Winer  Industries  produces  competi- 
tive, high  quality  products  bfcause  the 
spirit  of  its  employees  and  manage- 
ment combined  leads  to  the  produc- 
tion of  the  best  products  in  their  price 
line  that  customers  can  buy.  As  a 
result,  Winer  Industries  was  selected 
as  one  of  the  100  best  suppliers  of 
12,000  that  service  Sears  Roebuck  & 
Co.  This  award  brought  credit  to  the 
company  and  its  workers  and  reflects 
the  determination  of  Bob  Winer  to 
continue  the  legacy  his  father  left 
behind.  His  mission  is  to  be  competi- 
tive in  his  industry,  but  to  treat  his 
employees  and  customers  fairly,  and 
to  reinvest  in  facilities  and  new  prod- 
ucts to  continue  the  family  dream. 

All  of  us  in  New  Jersey  take  pride  in 
Bob  Winer's  accomplishments  and 
business  leadership  and  wish  him  con- 
tinued good  health,  happiness,  and 
success.  I  am  pleased  to  call  him  my 
friend.* 


CONGRATULATIONS  TO  ROBERT 
WINER  ON  HIS  60TH  BIRTHDAY 

•  Mr.  LAUTENBERG.  Mr.  President, 
on  September  29,  Robert  Winer,  a 
close  personal  friend,  will  celebrate  his 
60th  birthday.  Today  I  want  to  offer 
him  my  congratulations. 

Besides  our  personal  friendship,  I 
offer  special  recognition  to  Bob  Winer 
today  because  of  the  contributions  he 
has  made  to  Paterson,  my  birthplace, 
and  to  the  State  of  New  Jersey.  Bob 
Winer  believes  deeply  in  our  democrat- 
ic system.  He  supports  that  commit- 
ment by  maintaining  the  manufactur- 
ing and  production  of  products  in  the 
United  States  despite  the  attraction  of 
lower  cost  production  overseas  and  the 
very  seductive  benefits  of  foreign 
credit  assistance  and  facilities. 


SOVIET  JEWS  AND  THE 
BRODSKY  CASE 

•  Mr.  BINGAMAN.  Mr.  President,  I 
rise  today  to  celebrate  the  release 
from  prison  and  emigration  from  the 
Soviet  Union  of  Vladimir  Brodsky  and 
his  family. 

After  serving  more  than  12  months 
in  a  Soviet  labor  camp  on  the  charge 
of  "hooliganism."  Mr.  Brodsky,  his 
wife  Dina,  and  their  young  child  earli- 
er today  stepped  off  a  plane  to  free- 
dom. They  landed  in  Vierma,  and  they 
are  scheduled  to  fly  to  Israel  Sunday. 

My  pleasure  in  seeing  Soviet  Jews 
seeking  emigration  be  allowed  to  leave 
is  always  great,  but  this  case  has  par- 
ticular significance  to  me.  On  my  trip 
to  the  Soviet  Union  last  summer.  I  had 
the  chance  to  meet  personally  with 
Dina,  Brodsky.  who  was  then  pregnant 
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with  their  child.  Since  then  I  have  cor 
responded  with  Dina  and  with  General 
Secretary  Gorbachev  and  other  Soviet 
officials  on  the  Brodskys'  behalf.  This 
is  a  happy  ending  to  a  story  which 
began  sadly  years  ago  when  the 
Brodskys  first  sought  visas  to  emi- 
grate. Their  plight  was  exacerbated  by 
Vladimir's  "crimes,"  that  is,  his  par- 
ticipation in  peace  activities.  His  civic 
concern  and  participation  led  to  his 
conviction  last  August  to  3  years  in  a 
labor  camp. 

Fortunately.  Brodsky,  a  physician  by 
profession,  was  singled  out  by  a  group 
with  some  leverage  in  Moscow— the 
International  Physicians  for  the  Pre- 
vention of  Nuclear  War,  the  group 
which  won  the  1986  Nobel  Peace  Prize. 
The  team  announced  in  May  that 
Brodsky  would  be  released.  Yet  it  took 
until  mid-September  for  him  to  be  re- 
leased from  prison  and  taken  to  get  a 
visa. 

Unfortunately,  only  a  tiny  minority 
of  those  Soviet  citizens  being  persecut- 
ed for  their  religious  beliefs  and  cul- 
tural practices  are  lucky  enough  to  be 
adopted  by  a  group  with  such  influ- 
ence. The  others  must  wait  out  their 
terms  in  prison  and  labor  camps,  iso- 
lated from  their  families,  often  re- 
stricted from  even  corresponding  with 
them. 

Such  is  the  case  of  another  refuse- 
nik  whom  I  adopted  after  my  trip  last 
summer,  Roald  Zelichonok.  Like  the 
Brodsky  case,  I  first  learned  of  Mr.  Ze- 
lichonok's  troubles  through  his  wife 
Galina,  whom  I  met  in  Leningrad.  Ze- 
lichonok was  sentenced  to  3  years  in  a 
Soviet  labor  camp  for  slandering  the 
Soviet  state.  What  was  his  real  crime' 
Simply  teaching  Hebrew. 

Mr.  Zelichonok  is  elderly  and  in  poor 
health,  suffering  from  high  blood 
pressure  and  severely  underweight. 
Since  his  confinement,  he  has  had  to 
ensure  sporadic  solitary  confinement 
and  the  denial  of  medical  treatment. 
The  Soviet  authorities  have  periodical- 
ly cut  off  his  correspondence  with  his 
wife.  In  a  recent  letter  to  Galina,  how- 
ever, he  was  able  to  maintain  his  sense 
of  humor.  He  spoke  about  the  harsh 
conditions,  which  had  worsened  in 
recent  weeks,  but  added  that  "if  only  I 
had  the  chicken  soup,  all  of  the  other 
things  would  take  care  of  themselves." 

Roald's  and  Galina's  courage  in  the 
face  of  such  terror  from  day  to  day  is 
an  example  to  us  all.  But  how  long  can 
they  be  expected  to  endure  this?  I 
wrote  to  General  Secretary  Gorbachev 
just  this  week  for  the  second  time  in 
the  past  3  months  on  the  Zelichonoks 
behalf,  but  I  fear  that  my  protests  fall 
on  deaf  ears.  The  Soviets  cannot  con- 
tinue to  underestimate  th?  damage 
done  to  United  States-Soviet  relations 
by  making  Soviet  Jews  and  individuals 
from  other  religious  minorities,  and 
most  recently  American  journalist 
Nicholas  Daniloff,  pawns  in  the  super- 
power chess  game. 
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Those  of  us  here  in  the  Congress  of 
the  United  States  will  not  forget  about 
Soviet  human  rights  violations.  We 
cannot  allow  ourselves  to  forget.  As  we 
rejoice  in  the  Brodsky  departure  from 
the  Soviet  Union,  we  cannot  forget 
about  the  Zelichonoks,  and  about  the 
thousands  of  others  struggling  to  sur- 
vive and  to  leave  the  Soviet  Union.* 
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Enough  U.N.-Bashing 


UNITED  NATIONS  REFORM 
•  Mr.  KENNEDY.  Mr.  President,  over 
the  past  several  months  there  has 
been  an  understandable  concern  ex- 
pressed in  many  quarters  of  Congress 
over  the  need  to  achieve  some  funda- 
mental reforms  in  the  U.N.  system. 
And  strong  criticism  has  been  voiced 
over  the  operations  and  effectiveness 
of  several  U.N.  agencies  in  recent 
years. 

At  the  same  time,  Mr.  President, 
there  has  also  been  a  tendency  to 
simply  bash  the  United  Nations  for 
being  the  focus  and  the  voice  of  inter- 
national controversy. 

But  as  the  distinguished  chairman 
of  the  House  Committee  on  Foreign 
Affairs,  Representative  Dante  Fas- 
cell,  wrote  today  in  the  New  York 
Times,  there  has  been  "enough  U.N.- 
bashing."  It  is  time  to  focus  on  the 
constructive  and  positive  roles  that 
the  U.N.  plays— not  the  least  among 
its  specialized  agencies. 

In  fact,  Mr.  President,  substantial 
progress  has  been  achieved  in  the  ef- 
fectiveness of  many  of  the  U.N.  agen- 
cies. One  example  today  is  the  Office 
of  the  U.N.  High  Commissioner  for 
Refugees.  The  new  High  Commission- 
er, Jean-Pierre  Hocke.  has  undertaken 
some  fundamental  reforms  that  will 
increase  the  effectiveness  of  his  oper- 
ations in  the  field  as  well  as  strength- 
en the  role  of  the  central  office  in 
Geneva. 

This  is  merely  one  example  of  the 
United  Nations  responding  to  our  con- 
cerns and  criticisms— when  they  are 
constructively  offered.  But  I  agree 
with  Chairman  Fascell  that  the  time 
for  "U.N.-bashing"  should  be  over. 

For  the  Record,  Mr.  President,  I 
would  like  to  pay  tribute  to  the  impor- 
tant management  and  other  reforms 
that  have  been  achieved  by  the  new 
U.N.  High  Commissioner  for  Refugees, 
and  in  doing  so  echo  the  points  raised 
by  our  distinguished  colleague,  the 
chairman  of  the  House  Foreign  Affairs 
Committee,  Representative  Dante 
Fascell. 

I  ask  that  a  letter  I  have  received 
with  Senator  Simpson  from  the 
Deputy  U.N.  High  Commissioner  for 
Refugees  be  printed  at  this  point  in 
the  Record,  along  with  today's  out- 
standing article  by  Chairman  Fascell 
in  the  New  York  Times. 
The  material  follows: 


(By  Dante  B.  Fascell) 

Washington.— United  Nations-bashing,  an 
increasingly  popular  sport  in  the  Adminis- 
tration, the  Congress  and  a  large  segment  of 
the  public,  has  gotten  out  of  hand.  Unless 
all  sides  step  back  and  rethink  where  they 
are  going,  crippling— perhaps  fatal— damage 
will  be  inflicted  on  an  organization  that 
once  was  held  as  mankinds  last  best  hope 
for  peace. 

There  have  been  signs  in  the  last  week 
that  the  Administration  may  be  moderating 
its  stance  toward  the  United  Nations.  I  hope 
so.  The  organization's  fate  may  be  decided 
in  coming  weeks  when  Congress  determines 
not  whether  to  cut  America's  contributions 
to  the  organization  but  rather  how  deep 
those  cuts  should  be. 

Frustration  has  been  building  for  some 
time,  with  good  reason.  The  United  Nations 
has  been  its  own  worst  enemy,  abdicating  its 
responsibilities  in  favor  of  increasingly  irre- 
sponsible—almost hysterical— anti-Western 
rehetoric  and  posturing.  Still,  America  is 
not  in  the  United  Nations  because  it  makes 
us  feel  good  or  because  it  "plays  well "  in 
Peoria,  but  because  it  is  in  our  long-term  in- 
terest to  be  there. 

America  has  tried  to  shake  the  United  Na- 
tions into  an  awareness  that  it  has  been 
pursuing  a  self-defeating  course.  When  the 
United  Nations  granted  recognition  and  ob- 
server status  to  the  Palestine  Liberation  Or- 
ganization, we  withheld  part  of  our  contri- 
bution rather  than  benefit  the  P.L.O.  And, 
of  course,  there  is  concern  about  Eastern 
bloc  spies  in  the  Secretariat  and  in  Govern- 
ment missions. 

Then,  there  is  the  issue  of  poor  manage- 
ment and  the  budgetary  process.  America, 
which  supplies  25  percent  of  the  United  Na- 
tions's  funds,  has  no  more  say  in  how  the 
money  is  spent  than  any  other  nation,  some 
of  which  contribute  virtually  nothing. 

Last  year,  in  order  to  force  budgetary 
reform,  the  Senate  voted  for  an  amendment 
calling  for  a  reduction  in  America's  assess- 
ment from  25  to  20  percent  unless  major 
donors  were  able  to  vote  in  proportion  to 
their  share  of  their  contributions.  A  similar 
House  amendment  would  have  cut  our  share 
to  15  percent  in  protest  against  inflated 
United  Nations  salaries  and  pension  benefis. 
Since  then,  the  Administration  has  re- 
sponded with  its  own  cuts.  For  example,  in 
formulating  its  fiscal  1987  budget  request,  it 
decided,  prematurely,  to  delete  $79.1  million 
from  our  required  payment  because  it  deter- 
mined that  the  United  Nations  would  not 
achieve  the  budget  reforms  mandated  by 
the  Senate  amendment.  This  decision  ex-' 
ceeded  the  intent  of  the  amendment,  which 
simply  requires  that  20  percent  of  our  total 
be  "withheld"  but  not  deleted  from  the 
budget  until  the  United  Nations  had  satis- 
fied the  requirement  of  the  amendment. 

In  addition,  the  Administration's  budget 
request  eliminated  $60  million  more  from 
America's  required  payment  to  the  United 
Nations  for  a  variety  of  other  reasons.  Thus, 
the  Administration  cut  nearly  $140  million 
out  of  our  required  payment  before  Con- 
gress began  work  on  the  1987  budget. 

Congress,  faced  with  near-Draconian 
spending  cuts  mandated  by  the  Gramm- 
Rudman-Hollings  budget  reduction  process, 
has  seen  a  flood  of  appropriations  amend- 
ments aimed  at  trimming  our  contribution 
further.  In  the  House,  we  were  able  to  halt 
further  cuts  at  $48  million  because  of  the 
timely  intervention  of  Americas  chief  dele- 
gate to  the  United  Nations,  Vernon  Walters. 
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Unfortunately,  the  Senate  Appropriations 
Committee  Imposed  a  budget  outlay  restric- 
tion on  Americas  payment  that  will  cause  a 
further  $130  million  cut  in  our  required  pay- 
ment. While  the  combination  of  the  cuts  im- 
posed by  the  Administration  and  the  House 
is  dangerously  high,  the  Senate  position 
would  be  tantamount  to  abdicating  our 
membership. 

The  United  Nations  has  gotten  the  mes- 
sage and  has  begun  putting  its  house  in 
order.  Reforms  will  not  be  completed  over- 
night. An  18-member  group  of  experts  on 
United  Nations  reform  has  just  released  its 
report  with  71  recommendations  hailed  by 
Alan  Keyes,  Assistant  Secretary  of  State  for 
International  Organizations,  as  'just  what 
we've  been  waiting  for."  While  not  resolving 
the  proportionate  voting  issue,  the  recom- 
mendations include  big  cuts  in  the  size  of 
the  staff  and  other  pending  reforms. 

Our  nation  should  support  that  effort. 
The  President  must  exercise  his  leadership 
in  behalf  of  improving  the  United  Nations. 
The  Congress  must  pro\'ide  adequate  fund- 
ing to  enable  the  United  Nations  to  get  on 
with  the  more  serious  business  at  hand.  And 
the  public  should  recognize  that  the  United 
Nations  is  more  than  a  sterile  debating  soci- 
ety. 
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UNiTia)  Nations.  The  Deputy  High 
Commissioner  For  Retogees. 

Augxist  11.  1986. 
Hon.  Edward  M.  Kennedy. 
U.S.  Senator.  Russell  Office  Building.   U.S. 
Senate.  Washington.  DC 
Dear  Senator  Kennedy:  In  his  absence. 
Jean-Pierre  Hocke  has  asked  me  to  follow- 
up  on  your  luncheon  discussion  in  Washing- 
ton with  a  note  describing  the  general  con- 
cept of  the  reforms  he  is  implementing  in 
UNHCR. 

The  fundamental  objective  of  these  re- 
forms is  to  strengthen  UNHCRs  perform- 
ance and  cost-effectiveness  in  field  oper- 
ations which  protect  and  assist  refugees.  De- 
sirable derivative  effects  would  be  to  set  an 
example  for  greater  UN  effectiveness  to  the 
extent  that  UNHCR  can  facilitate  better  co- 
ordination and  mutual  reinforcement  in  the 
UN  family,  while  also  exemplifying  ways  in 
which  other  UN  agencies  could  similarly  be 
reformed. 

Well  before  the  General  Assembly  select- 
ed Jean-Pierre  Hockt  as  High  Commission- 
er, there  was  wide  concern  both  within  and 
outside  the  office  that  the  UNHCR  had  lost 
its  sense  of  identity  and  purpose.  It  lacked  a 
clear  command  structure  fixing  responsibil- 
ities and  accountability  and  it  lacked  the 
field  orientation  needed  to  move  refugees 
out  of  increasingly  stagnating  and  costly 
subsistence  phases  toward  solutions  to  their 
tragic  and  intensely  human  problems. 

After  years  of  audits  and  studies  and  ulti- 
mata, certain  UN  members  serious  about 
reform  recognized  that  the  so-called  "going 
for  the  jugular"  approach  was  probably  the 
only  one  with  much  chance  of  success.  This 
meant  the  top  leadership  had  to  change. 
Jean-Pierre  brought  to  UNHCR  an  impres- 
sive track  record  based  on  the  time-tested 
fundamentals  of  leadership  and  teamwork. 
Application  of  these  fundamentals  would 
seem  to  be  the  obvious  therapeutic  response 
to  the  organizations  drift  and  demoraliza- 
tion; Instead,  perhaps  because  the  treat- 
ment was  delayed  so  long,  it  has  proved  to 
be  radical  surgery.  The  surgery  dealt  with 
UNHCRs  operating  philosophy,  with  its 
structure,  and  with  its  procedures. 

The   old    philosophy    had    the    practical 
effect  of  establishing  UNHCR  as  a  head- 


quarters-oriented entity,  as  a  funding  con- 
duit from  donors  to  NGOs.  or  government 
implementers,  where  everyone  and  there- 
fore no  one  was  responsible  and  accounta- 
ble. The  new  philosophy  emphatically  as- 
serts that  the  UNHCR  is  operational  in  the 
way  that  a  general  turn-key  contractor  is 
operational.  UNHCR  is  responsible  and  ac- 
countable to  the  refugees  and  the  interna- 
tional conununity  for  the  conduct  of  oper- 
ations which  assUt  and  protect  refugees  in 
the  field. 

The  old  structure  consisted  of  a  compart- 
mentalized assistance  and  protection  layer 
separating    the    High    Commissioner    from 
field  operations.  The  new  structure  recog- 
nizes   that    nearly    every    refugee    mission 
today  must  be  an  integrated  protection/as- 
sistance operation,  therefore  the  chain  of 
command  runs  from  the  High  Commissioner 
directly  to  five  regional  bureau  chiefs,  and 
on  to  representatives  in  the  field.  Responsi- 
bility and  accountability  rest  in  this  chain 
of  command  for  everything  that  goes  right 
or  wrong  within  the  discharge  of  UNHCRs 
protection    and    problem-solving    mandate. 
One  could  say  that  the  primacy  of  refugee 
protection  is  decreed  under  the  new  inte- 
grated structure— not  left  to  chance  as  could 
be  the  case  in  the  old  compartmentalized 
structure.  The  new  Division  of  Refugee  Law 
and  Doctrine  articulates  the  interrelation- 
ship of  law  and  action  and  supports  the  re- 
gional  bureaus   in  discharging   their  com- 
bined protection/assistance  responsibilities. 
The  operational  support  part  of  the  struc- 
ture consists  of  budget,  finance,  personnel 
program    management,    technical    services, 
emergency  back-up,  and  social  service  ele- 
ments, which  report  directly  to  the  Deputy 
High  Commissioner.  Support  services  exist 
to  help  the  Regional  Bureau  Chiefs  do  their 
job  in  the  field. 

UNHCRs  new  procedures  are  the  sinews 
which  tie  leadership  and  teamwork  togeth- 
er. The  operational  chain  of  command  and 
the  support  elements  need  to  be  constantly 
communicating  and  coordinating  with  each 
other.  This  horizontal  relationship  is  facili- 
tated through  integrated  task  forces  dealing 
with   our    field   emergencies,    and   through 
working  groups  dealing  with  on-going  issues. 
An    international    management    consulting 
firm  is  helping  us  introduce  and  fine-tune 
the  new  procedures,  with  the  active  partici- 
pation of  our  own  in-house  working  groups. 
As  is  to  be  expected,  there  has  been  con- 
siderable internal  trauma  associated  with 
such  sharp  changes  in  direction.  Now  I  see 
us  entering  a  consolidation  phase  where  we 
can  begin  to  implement  those  more  routine 
but  fundamental  improvements  needed  to 
avoid  recurring  mistakes  of  the  past  and  to 
position  ourselves  better  for  our  longer  term 
responsibilites.    Some    of    these    measures 
have     already     been     implemented     while 
others  are  in  process.  They  include:  (1)  De- 
veloping mission  statements  and  Represent- 
atives'   responsibilities    for    each    country 
where  we  operate;  (2)  Producing  individual 
job  descriptions  and  work  objectives  and 
mandating  objective  personnel  evaluations 
against  these  standards— to  use  as  a  person- 
nel management  tool,  and  as  a  guide  for  re- 
wards and  sanctions  for  individuals  perform- 
ance; (3)  Insuring  that  any  external  recruit- 
ment gives  us  the  skills  our  current  mission 
requires;  (4)  Taking  into  account  that  many 
of  the  current  staff  were  recruited  for  a  dif- 
ferent UNHCR,  with  a  different  mission, 
and  that  large  scale  recruitment  or  replace- 
ments is  impractical— we  must  enter  a  rigor- 
ous training  period  at  every  level;  (5)  We  are 
already  benefitting  from  objective,  unspar- 


ing internal  evaluations  and  "lessons- 
learned"  from  our  field  operations;  (6)  and 
we  are  currently  assessing  where  we  can 
eliminate  lower  priority  posts  so  as  to  shift 
personnel  to  new  posts  which  would  be  in 
the  mainstream  of  our  mission. 

Jean-Pierre  looks  forward  to  keeping  in 
touch  with  you  on  our  progress,  and  values 
very  much  your  strong  support  for  refugees 
and  UNHCR.  We  would  also  welcome  your 
ideas  as  to  ways  we  might  help  in  the  over- 
all objective  for  what  could  be  a  ripple 
effect  of  reform  within  individual  UN  agen- 
cies, and  the  achievement  of  enhanced  ef- 
fectiveness when  these  agencies  need  to 
work  together  as  a  team. 

From  the  High  Commissioner  and  myself, 
warmest  personal  regards. 
Sincerely. 

Arthur  E.  Dewey.» 


THE  GREAT  PEACE  MARCH 
Mr.  METZENBAUM.  Mr.  President, 
a  few  days  ago,  the  Great  Peace 
March,  working  its  way  from  Califor- 
nia to  Washington,  DC,  began  the  por- 
tion of  its  trek  that  takes  it  through 
my  home  State  of  Ohio. 

The  600  marchers  who  make  up  the 
body  of  the  march  have  already  trav- 
eled more  than  2.700  miles,  through  10 
States.  They  have  another  500  miles 
to  travel  before  they  will  complete 
their  arduous,  sometimes  seemingly 
impossible,  sometimes  controversial 
journey. 

I  joined  the  Great  Peace  March  in 
my  hometown  of  Cleveland  on  Sep- 
tember 13.  I  was  impressed  by  the 
spirit,  by  the  persistance,  by  the  depth 
of  feeling  the  marchers  possessed.  I 
am  a  supporter  of  a  mutual  and  verifi- 
able freeze  on  nuclear  weapons  devel- 
opment and  testing,  and  so  perhaps  it 
is  natural  that  I  became  interested 
and  involved  in  this  remarkable  effort 
by  so  many  people. 

But  I  have  also  become  interested  in 
the  march  through  the  vigorous  and 
moving  example  of  a  longtime  friend 
and  former  Clevelander,  Irving  Zelger. 
Irving  Zeiger  has  transplanted  himself 
to  Los  Angeles  where  he  is  a  successful 
businessman,  and  a  devoted  husband, 
father,  and  grandfather. 

He  joined  the  march  and  wrote  a 
very  moving  piece  about  it  which  was 
published  in  the  Cleveland  Plain 
Dealer. 

Because  Irv  Zeiger's  personal  state- 
ment about  the  Great  Peace  March  is 
so  moving,  I  ask  that  it  be  printed  in 
the  Record. 
The  article  follows: 
[Prom  the  Cleveland  Plain  Dealer.  Aug.  16. 
19861 
The  Peace  March  Is  Still  On  The  Road 

(By  Irving  Zeiger) 
When  I  informed  a  few  of  my  friends  I 
was  planning  to  spend  a  week  on  the  Great 
Peace  March  for  Global  Nuclear  Disarma- 
ment. I  was  met  with  understandable  incre- 
dulity. When  they  learned  I  was  serious,  the 
immediate  question  was.  "Will  it  do  any 
good?"  Besides.  "Hasn't  the  march  col- 
lapsed?" 


My  daughtc 
grandson,  Jesf 
Platte,  Neb.,  a 
gettable  expei 
not  collapsed, 
mined  and  pal 
well,  suntanr 
walked  more 
United  States. 
Kearney.  N« 
cific.  The  pe 
Kearney,  cor 
peace  city  ke; 
We  planted  i 
planted  trees 
which  it  has 
us  and  procl 
had  declared 
the  first  city 
that  action. 

The  sights  i 

Nebraska  Hig 

long  time.   V 

passed,  with 

waving,  a  chi 

with  each  su 

ber  the  last  t; 

truck  drivers 

ing  down,  gii 

peace  sign;  w 

and  more  pe 

braskans  grei 

making  us  c 

flowers,  sma 

ing  us  they 

ious  to  do  so 

tural    state 

farms,  populi 

our  govemmi 

and    more    i 

arms."  we  ch 

Who  are  t 

erybody:   wo 

children,  ho: 

ars.  unemplo 

have  put  the 

hold,  their  t 

lives  on  hol( 

They  have 

reasons,  but 

something  a 

must  be  stop 

Is  the  pea( 

people?  It  hi 

nia.  Nevada 

braska  and 

in   a   differ* 

way. 

Gov.  Rich 
in  Colorado 
comed  the  i 
senators  vis 
who  had  ju 
miles  from  1 
age  daughtc 
15  miles.  Ii 
greeted  and 
Tom  Harki 
City. 

As  the 
marchers  i 
churches  ai 
press  and  : 
Rotary  Clu 
The  respon 
powerful.  T 
nuclear  win 
How  is  t 
hard  way.  1 
najicially.  1 
contributio: 
fed  for  $2  p 
churches  o< 
ter. 


UMI 


September  19,  1986 


CONGRESSIONAL  RECORD— SENATE 


25051 


E.  Dewey. • 


sonal  state- 
ce  March  is 
;  printed  in 


aler.  Aug.  16, 
N  The  Road 


My  daughter,  Leni  Wildflower,  and  my 
grandson,  Jesse  Potter,  and  I  flew  to  North 
Platte,  Neb.,  and  joined  up.  It  was  an  unfor- 
gettable experience.  The  peace  march  has 
not  collapsed.  Six  hundred  dedicated,  deter- 
mined and  patriotic  Americans  are  alive  and 
well,  suntanned  and  fit,  and  have  now 
walked  more  than  halfway  across  the 
United  States. 

Kearney,  Neb.,  is  1,733  miles  from  the  Pa- 
cific. The  peace  march  paraded  through 
Kearney,  complete  with  police  escort.  A 
peace  city  key  was  presented  to  the  mayor. 
We  planted  a  tree.  The  peace  march  has 
planted  trees  in  more  than  50  cities  through 
which  it  has  passed.  The  mayor  welcomed 
us  and  proclaimed  that  the  City  Council 
had  declared  Kearney  a  nuclear  free  zone, 
the  first  city  west  of  the  Mississippi  to  take 
that  action. 

The  sights  and  sounds  as  we  walked  along 
Nebraska  Highway  30  will  be  with  me  for  a 
long  time.  When  that  first  freight  train 
passed,  with  whistle  blowing  and  engineer 
waving,  a  chill  went  through  me,  as  it  did 
with  each  succeeding  train.  I  can't  remem- 
ber the  last  time  1  heard  a  train  whistle:  the 
truck  drivers  in  their  magnificent  rigs  slow- 
ing down,  giving  us  room  and  flashing  the 
peace  sign;  waving  children  in  automobiles, 
and  more  peace  signs;  those  wonderful  Ne- 
braskans  greeting  us,  applauding,  thanking, 
making  us  comfortable  with  water,  food, 
flowers,  small  financial  contributions,  tell- 
ing us  they  were  glad  we  were  there,  anx- 
ious to  do  something;  all  this  in  an  agricul- 
tural state  suffering  a  huge  decline  in 
farms,  population,  industry  and  hope— while 
our  government  is  consumed  with  Star  Wars 
and  more  nuclear  missiles.  'Farms  not 
arms,"  we  chanted. 

Who  are  the  600  marchers?  They  are  ev- 
erybody: workers,  retirees,  vets,  students, 
children,  homeowners,  professionals,  schol- 
ars, unemployed  and  highly  employed.  They 
have  put  their  jobs  on  hold,  their  careers  on 
hold,  their  education  on  hold,  their  family 
lives  on  hold  in  order  to  make  the  march. 
They  have  come  together  for  uncommon 
reasons,  but  for  the  same  purpose— to  do 
something  about  the  nuclear  buildup  that 
must  be  stopped. 

Is  the  peace  march  reaching  the  American 
people?  It  has  touched  thousands  in  Califor- 
nia. Nevada.  Arizona.  Utah.  Colorado.  Ne- 
braska and  now  Iowa.  It  has  touched  them 
in  a  different  way.  in  a  people-to-people 
way. 

Gov.  Richard  Lamm  greeted  the  marchers 
in  Colorado.  Dozens  of  mayors  have  wel- 
comed the  marchers.  Three  Nebraska  state 
senators  visited  the  march.  One  senator, 
who  had  just  run  for  governor,  drove  150 
miles  from  Lincoln  to  Shelton  with  his  teen- 
age daughters.  All  three  walked  with  us  for 
15  miles.  In  Lincoln.  Gov.  Robert  Kerrey 
greeted  and  endorsed  the  peace  march.  Sen 
Tom  Harkin  greeted  the  march  in  Iowa 
City. 

As  the  peace  march  moves  forward, 
marchers  visit  community  organizations, 
churches  and  temples.  Scout  troops,  local 
press  and  radio,  businessmen's  luncheons. 
Rotary  Clubs,  etc.,  bringing  the  message. 
The  response  from  the  people  is  quiet  and 
powerful.  They  want  an  end  to  the  threat  of 
nuclear  winter. 

How  is  the  march  financing  itself?  The 
hard  way.  The  march  is  in  terrible  shape  fi- 
nancially. The  early  dollars  are  gone,  small 
contributions  trickle  in.  Marchers  are  being 
fed  for  $2  per  day.  Restaurants,  YMCAs  and 
churches  occasionally  provide  food  and  shel- 
ter. 


There  is  a  rare  miracle,  as  when  a  strang- 
er in  Denver  appeared  and  contributed 
$25,000.  Marchers  are  soliciting  door-to- 
door.  The  marchers  are  undaunted.  The 
march  that  almost  died  has  become  the 
march  that  won't  quit. 

Why  was  I  there,  I  kept  wondering.  Why 
should  I  leave  my  comfortable  home  in  the 
Hollywood  Hills,  leave  my  wife  of  42  years 
for  a  week,  leave  a  business  that  needs  my 
attention,  walk  10  to  15  miles  a  day  in  a  blis- 
tering sun,  survive  on  a  diet  of  rice,  grain 
and  other  unfamiliar  foods,  develop  confi- 
dence in  the  portable  latrines,  sleep  in  a 
tent  that  I  struggled  to  assemble  in  a  coun- 
try fairground,  an  alfalfa  field,  a  sheep  pas- 
ture, or  worse— me  with  my  68  years  and 
two  artificial  hips? 

My  answer  is  probably  the  same  as  for  all 
the  marchers.  I  wanted  to  do  something. 
Surely  the  peace  march  is  a  noble  moment 
in  American  history.  When  the  march 
reaches  Washington,  D.C.  on  Nov.  15,  as  it 
most  certainly  will,  America  and  people  ev- 
erywhere will  acknowledge  this  heroic  pil- 
grimage for  the  greatest  of  all  purposes- 
peace  on  Earth.  To  have  shared  this  experi- 
ence with  my  daughter  and  grandson  made 
it  all  the  more  memorable. 

After  six  days  and  about  60  miles  of 
marching.  I  boarded  a  plane  at  Grand 
Island,  heading  for  home  and  my  wife,  my 
tennis  and  gin  game,  my  business  and  my 
Dodgers.  I  thought  about  the  question, 
"Will  it  do  any  good?"  The  question  itself 
tells  me  the  asker  is  worried.  So  am  I.  So  are 
the  people  I  met  in  Nebraska.  I  feel  better 
since  I  met  them.  Will  it  do  any  good?  I 
think  so.  I  hope  so. 

It  was  President  Eisenhower  who  said 
there  may  come  a  time  when  the  govern- 
ment is  going  to  have  to  get  out  of  the  way 
of  the  people.  This  might  be  the  time. 
Ready  or  not,  here  comes  the  peace  march.» 


ARKANSAS'  LIEUTENANT 
GOVERNOR  WINSTON  BRYANT 


•  Mr.  PRYOR.  Mr.  President,  recent- 
ly I  shared  with  my  colleagues  the  ac- 
ceptance address  given  by  our  Gover- 
nor, Bill  Clinton,  on  the  occasion  of 
his  being  elected  head  of  the  National 
Governors  Association. 

Today  I  wish  to  bring  to  the  atten- 
tion of  my  colleagues  a  leadership  po- 
sition undertaken  by  another  Arkan- 
sas elected  official. 

Arkansas'  Lieutenant  Governor  Win- 
ston Bryant  was  installed  as  chairman 
last  month  of  the  National  Conference 
of  Lieutenant  Governors  at  the  con- 
ference's annual  meeting  in  Sante  Fe, 
NM. 

Winston  will  serve  in  this  capacity 
for  a  1-year  period  and  act  as  official 
spokesman  for  the  Nation's  Lieuten- 
ant Governors.  He  is  the  first  Arkan- 
san  to  hold  this  position  and  only  the 
third  Southerner  to  serve  in  this  na- 
tional leadership  post. 

We  in  Arkansas  are  proud  that  the 
49  other  States  have  recognized  the 
caliber  of  leadership  we  have  in  our 
State,  a  tribute  to  both  our  elected  of- 
ficials and  our  people.* 


NATIONAL  POW/MIA  RECOGNI- 
TION DAY,  SEPTEMBER  19.  1986 
•  Mr.  NICKLES.  Mr.  President,  today 
we  pause  in  our  deliberations  to  recog- 
nize, remember,  and  thank  our  Na- 
tion's POW/MIA's  for  their  sacrifices 
in  defense  of  the  freedom  that  as 
Americans,  we  continue  to  enjoy.  This 
Nation's  former  prisoners  of  war  de- 
serve our  highest  respect  and  honor— 
for  they  have  endured  a  most  painful 
experience,  separation  from  country, 
loved  ones  and  often,  separation  from 
their  comrades-in-arms.  Subjected  to 
physical  and  spiritual  torment  by  cap- 
tors, they  endured  with  valor,  forti- 
tude, and  courage.  Today  many  con- 
tinue to  bear  the  scars. 

As  a  cosponsor  to  S.  1446.  S.  2168, 
and  S.  2422.  all  of  which  would  im- 
prove benefits  for  former  prisoners  of 
war.  I  would  like  to  remind  the  Mem- 
bers of  this  body  that  our  POW's 
should  not  have  to  endure  the  finan- 
cial and  other  strains  of  ill  health  by 
their  sacrifices  for  us. 

As  I  speak  today,  there  are  still  2,430 
American  Vietnam  era  service-mem- 
bers listed  as  missing-in-action,  49  of 
whom  are  Oklahomans.  I  believe  that 
it  is  imperative  that  every  American 
service-member  know  that  when  a  ^ 
person  is  lost,  defending  his  or  her 
country,  that  the  United  States  will 
not  rest  until  his  or  her  family  is  cared 
for  and  an  exact  accounting  is  ob- 
tained. 

In  the  past  year,  more  remains  of 
our  missing  soldiers  have  been  re- 
turned to  us  than  anytime  since  the 
end  of  the  war  in  Vietnam.  Although 
high-level  talks  with  the  Governments 
of  Southeast  Asian  countries  are  con- 
tinuing, the  pace  is  frustrating.  We 
have  agreed  with  the  Hanoi  Govern- 
ment that  technical  talks  will  contin- 
ue, that  they  will  investigate  and  issue 
written  reports  on  live  sightings  of 
Americans,  that  we  will  discuss  specif- 
ic crash  sites  and  that  they  will  permit 
our  experts  access  to  their  informa- 
tion. In  policy  discussions  with  Laos 
they  have  agreed  to  accelerate  coop- 
eration and  issue  written  reports  on 
missing  Americans. 

America  cannot  rest  knowing  there 
is  a  chance  that  an  American  may  still 
be  held  captive  under  the  type  of  con- 
ditions our  service-members  were  held 
in  North  Vietnam  during  the  war.  I  be- 
lieve it  is  imperative  that  each  bit  of 
information  be  investigated  in  iletail 
and  that  each  of  the  countries  in- 
volved do  their  utmost  to  cooperate  to 
bring  the  MIA's  home. 

I  urge  my  colleagues  to  take  several 
minutes  today  and  be  thankful  for 
those  of  our  POW/MIA's  who  have  re- 
turned home,  and  to  pray  for  the 
return  of  those  still  missing.* 
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NATIONAL  POW/MIA 
RECOGNITION  DAY 

•  Mr.  BINGAMAN.  Mr.  President, 
today  is  "National  POW/MIA  Recog- 
nition Day,"  a  day  when  across  this 
country  Americans  will  come  together 
to  remember  the  over  2,400  American 
men  still  missing  from  the  Vietnam 
war.  As  Americans  gather  today,  they 
will  share  a  unity  of  purpose  on  this 
issue,  namely  a  desire  for  the  fullest 
possible  accounting  of  those  still  unac- 
counted for  in  Southeast  Asia. 

All  Americans  support  the  priority 
which  President  Reagan  has  given  to 
this  issue.  He  has  repeatedly  promised 
that  this  Government  will  apply  every 
resource  it  has  available  to  achieving 
the  fullest  possible  accounting  of 
these  brave  men  who  have  given  so 
much  to  their  Nation. 

As  a  result  of  the  administration's 
efforts,  which  enjoy  bipartisan  sup- 
port in  the  Congress  today,  there  is 
movement  on  this  issue  and  the  glim- 
mer of  hope  that  it  may  one  day  be 
satisfactorily  resolved.  Over  the  past  2 
years  there  has  been  slow  progress  in 
the  administration's  negotiations  with 
both  Vietnam  and  Laos  and  the  result 
has  been  the  return  of  more  of  the  re- 
mains of  our  men  to  their  families 
than  at  any  time  since  the  end  of  the 
war  more  thaui  a  decade  ago. 

But  much  more  needs  to  be  done 
and  we  need  much  more  cooperation 
from  the  Laotian  and  Vietnamese 
Governments.  Convincing  those  Gov- 
ernments that  it  is  in  their  interest  to 
cooperate  in  resolving  this  humanitari- 
an issue  has  been  a  long  and  frustrat- 
ing process.  It  is  a  process  in  which  we 
must  continue  to  persevere  with  undi- 
minished determination.  We  must 
make  clear  to  the  Southeast  Asian 
governments  that  we  mean  it  when  we 
say  that  we  will  be  satisfied  with  noth- 
ing less  than  the  fullest  possible  ac- 
counting of  our  missing  men. 

The  most  troubling  question  we  face, 
of  course,  is  that  of  the  possibility  of 
living  American  prisoners  in  Indo- 
china. While  the  governments  of  Indo- 
china have  repeatedly  said  that  they 
are  holding  no  one.  they  have  never 
provided  an  accounting  of  some  Amer- 
icans whom  our  Government  is  abso- 
lutely sure  were  once  in  their  hands 
alive.  The  President  has  said  that  the 
U.S.  Government  operates  on  the  as- 
sumption that  there  are  some  Ameri- 
cans still  held  captive  and  therefore 
he  has  increased  the  intelligence  re- 
sources devoted  to  this  issue  and  they 
have  pursued  every  lead,  every  piece 
of  evidence  to  the  fullest  extent.  That 
is  the  only  thing  that  we  can  do  until 
we  get  the  answers  we  need. 

My  heart  today  goes  out  especially 
to  the  families  of  those  missing  in 
action  in  Southeast  Asia.  Currently.  31 
of  these  families  reside  in  my  home 
State  of  New  Mexico.  I  want  today  es- 
pecially, to  recognize  Mrs.  Virgie  A. 
Townley,  region  IV  of  New  Mexico 


State  coordinator  for  the  National 
League  of  Families  of  American  Pris- 
oners and  Missing  in  Southeast  Asia, 
for  her  undaunted  spirit,  courage  and 
dedication  to  the  plight  of  our  POW/ 
MIA's  and  their  families. 

There  are  many  other  Virgie  Town- 
leys  across  the  country  whose  perse- 
verance and  dedication  are  keeping 
the  flame  of  hope  alive.  I  look  forward 
to  the  day  when  their  constancy  is  re- 
warded with  a  full  accounting  of  their 
loved  ones.  That  is  the  goal  in  which 
Americans  are  unified.  And  perhaps  it 
is  a  sign  of  America's  strength  and  re- 
silience that  such  unity  of  purpose  has 
emerged  from  our  most  divisive  war.# 
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DORIS  SMITH 


•  Mr.  PRYOR.  Mr.  President,  next 
week  I  will  lose  a  dedicated  staff 
member  when  Doris  Smith  retires. 
Born  and  raised  in  Monticello.  IL. 
Doris'  career  in  Government  service 
began  with  employment  at  age  17  with 
the  Treasury  Department  in  Chicago. 
In  1945.  she  moved  to  Washington 
where  she  worked  for  4  years>  for 
Treasury  here.  After  marrying  Jimmy 
Smith  in  1947,  she  took  a  sabbatical 
from  full-time  work  in  1949  that  was 
to  last  for  20  years  to  raise  two  sons 
and  a  daughter. 

She  returned  to  work  full-time  in 
1969  when  she  handled  mail  on  the 
gun  control  issue  for  Senator  Everett 
Dirksen.  When  Senator  Dirksen  died, 
she  worked  for  his  successor.  Senator 
Ralph  T.  Smith.  She  then  worked  for 
Senators  Adlai  Stevenson  HI.  Robert 
Taft.  and  Birch  Bayh.  It  was  my  good 
fortune  to  hire  Doris  when  I  came  to 
the  Senate  in  1979. 

While  a  congressional  mail  operation 
may  not  be  considered  one  of  the  most 
glamorous  positions  on  the  Hill,  I  can 
tell  you  that  I  rate  an  efficient  mail 
room  operation  as  essential  to  effec- 
tive responsiveness  to  the  people  of 
my  State.  We've  been  so  lucky  to  have 
someone  like  Doris  who  relishes  that 
role. 

Doris  plans  to  take  a  well-deserved 
cruise  and  then  plans  to  visit  relatives 
back  home  in  Illinois  and  in  Maryland 
where  she  has  resided  since  her  move 
to  the  Washington  area. 

All  of  us  will  miss  Doris  greatly,  but 
we  know  her  retirement  was  well- 
earned  by  her  lengthy  service  to  the 
many  people  in  Illinois,  Ohio.  Indiana, 
and  Arkansas  throughout  her  career.* 


CATARACT  SURGERY  FEES 

•  Mr.  BROYHILL.  Mr.  President,  sub- 
sequent to  my  departure  from  the 
other  body,  the  Energy  and  Commerce 
Committee,  where  I  was  ranking 
member,  agreed  to  an  unusually  large 
reduction  in  Medicare  payments  for 
one  specific  procedure— the  removal  of 
cataracts  and  implantation  of  an  intra- 
ocular lens.  Furthermore,  the  adminis- 


tration, as  part  of  its  regulatory 
scheme  to  reduce  payments  for  certain 
procedures  in  the  Medicare  Program 
proceeded  with  a  regulatory  proposal 
to  reduce  fees  paid  to  cataract  sur- 
geons. 

I  have  heard  from  ophthalmologists 
in  North  Carolina,  and  I'm  sure  that 
many  of  my  colleagues  have  heard 
from  the  surgeons  in  their  States,  of 
the  inequites  that  would  result  if  the 
House  provision  becomes  law.  or  if  the 
administration  is  permitted  to  imple- 
ment its  current  proposal. 

I  would  like  to  ask  the  chairman  of 
the  Finance  Committee,  Mr.  Pack- 
wood,  whether  this  matter  will  be 
open  for  consideration  during  the 
House-Senate  conference? 

•  Mr.  PACKWOOD.  I  understand 
your  concern.  The  Finance  Committee 
package  addresses  the  issue  of  "inher- 
ent reasonableness"  for  physician  serv- 
ices by  placing  parameters  around  the 
Secretary's  application  of  his  author- 
ity and  specifies  factors  which  are  to 
be  considered  in  determining  the  in- 
herent reasonableness  of  charges.  Be- 
cause the  Ways  and  Means  and  the 
Energy  and  Conunerce  Committees 
each  have  different  positions  in  this 
area,  it  will  undoubtedly  be  revisited 
during  the  conference. 

•  Mr.  BROYHILL.  The  formula  used 
by  the  administration  in  developing 
their  regulation  has  resulted  in  inequi- 
table reductions  in  physicians  fees 
across  the  country.  For  instance,  ac- 
cording to  the  American  Academy  of 
Ophthalmology,  the  range  is  from  5 
percent  to  51  percent.  Ophthalmol- 
ogists in  North  Carolina  stand  to  lose 
an  average  of  31  percent  per  case.  The 
State  of  California  will  lose  an  average 
of  7  percent.  The  irony  of  these  reduc- 
tions is  this.  In  California,  Medicare  is 
willing  to  pay  close  to  $2,100  for  this 
procedure.  In  my  State  of  North  Caro- 
lina, the  reimbursement  is  $1,200  for 
the  same  procedure. 

•  Mr.  PACKWOOD.  Yes.  I  know. 
While  I  believe  "inherent  reasonable- 
ness" can  be  used  to  reduce  Medicare 
payments  for  overpriced  procedures, 
clearly,  the  intent  of  the  legislation  is 
not  to  exacerbate  current  payment  dis- 
parities. 

PHYSICIAN  PAYMENT 

•  Mr.  DURENBERGER.  Mr.  Presi- 
dent. I  have  a  number  of  concerns 
that  I'd  like  to  express  regarding  the 
changes  to  Medicare's  physician  pay- 
ment methodology  that  the  Health 
Care  Financing  Administration  is  pro- 
posing, and  their  relation  to  the  physi- 
cian payment  provisions  included  in 
the  reconciliation  package  before  us 
today. 

As  Chairman  of  the  Finance  Health 
Subcommittee,  and  an  original  sponsor 
of  the  "Medicare  Physician  Payment 
Reform  Act"  which  is  included  in  full 
in  our  reconciliation  bill.  I  feel  strong- 
ly that  Medicare's  physician  payment 
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methodology  has  to  be  revised.  The 
current  methodology  is  riddled  with 
inequitable  disparities  in  allowed 
charges— disparities  in  fees  paid  in  dif- 
ferent goeographic  areas,  disparities  in 
fees  paid  for  cognitive  versus  proce- 
dural services,  disparities  In  fees  paid 
to  "new"  doctors  versus  doctors  whose 
fees  are  constrained  by  the  application 
of  the  Medicare  Economic  Index  to 
the  fees  they  charged  10  years  ago. 
and  disparities  in  fees  allowed  for  sur- 
gical procedures  which  once  represent- 
ed risk,  innovation,  and  the  cutting 
edge  of  technological  development, 
and  now  have  become  less  "extraordi- 
nary" measures. 

One  example  of  this  last  disparity  is 
cataract  surgery  involving  intraoccular 
lens  implantation.  HCPA  has  cited  evi- 
dence to  show  that  this  procedure  is 
relatively  overpriced  under  Medicare's 
physician  payment  system— and  no 
one  disputes  that  evidence. 

I  am  concerned,  however,  about  the 
way  in  which  HCFA  has  proposed  re- 
ducing these  fees. 

Last  year's  reconciliation  bill  gave 
HCFA  the  authority  to  reduce  the  dis- 
parities I  cited  above  and  to  set  "in- 
herently reasonable"  fees. 

This  year's  reconciliation  bill  gives 
HCFA  more  specific  direction  as  to  the 
policy  goals  or  factors  to  be  used  in 
making  those  adjustments. 

But  HCFA's  first  proposed  exercise 
of  this  authority  is  not  consistent  with 
my  understanding  of  what  "inherent 
reasonableness"  revisions  are  meant  to 
accomplish. 

Rather  than  reducing  geographic 
disparities  in  cataract  fees,  the  HCFA 
proposal  would  continue  these  dispari- 
ties. 

Rather  than  determining  a  fee  that 
is  appropriate  for  cataract  operations 
with  intraoccular  lens  implants,  based 
on  the  time,  risk,  complexity,  and  re- 
sources involved,  the  HCFA  proposal 
abrogates  that  responsibility  and 
simply  ties  the  fee  for  operations  with 
lOL  insertions  to  the  fee  for  oper- 
ations without  lOL's.  But  operations 
without  lOL  insertions  are  rarely  done 
anymore,  and  the  fees  for  screens  for 
those  operations  are  at  least  as  distort- 
ed as  the  fees  for  lOL  insertions,  if  not 
more  so.  Linking  the  two  fees  together 
can  result  in  forcing  opthamologists  in 
two  different  States  who  charge  the 
same  fees  for  lOL  implants  to  be  sub- 
jected to  very  different  fee  reductions 
if  the  fees  they  charge  for  operations 
without  implants  differ.  This  result  is 
certainly  not  an  "inherently  reasona- 
ble" fee  that  appropriately  reimburses 
cataract  procedures  across  the  coun- 
try. 

Clearly,  tieing  a  fee  for  one  oper- 
ation to  an  equally  distorted  fee  for 
another  operation  is  not  the  way  in 
which  I  envisioned  "inherent  reason- 
ableness" being  injected  into  Medi- 
care's physician  payment  methodolo- 
gy. 


I  realize  that  won't  be  easy  to  make 
"Inherently  reasonable"  revisions  to 
physician  payment  on  a  gradual  or  in- 
cremental basis.  But  we'll  simply  have 
to  work  with  HCPA  to  make  the  most 
fair  and  rational  adjustments  possible 
until  the  relative  value  scale,  called  for 
in  COBRA,  is  completed. 

There  is  a  second  reason  to  be  par- 
ticularly cautious  in  reducing  cataract 
fees:  many  cataract  operations  are  per- 
formed in  ambulatory  surgery  centers, 
or  A.S.C.'s.  These  A.S.C.'s  are  paid  on 
a  flat,  prospectively  set  facility  fee  per 
procedure.  Those  facility  fees  have  not 
been  updated  for  6  years— they  are 
based  on  1980  cost  data. 

This  year's  reconciliation  package 
includes  provisions,  which  I  authored, 
which  would  require  that  those  facili- 
ty fees  be  updated.  This  is  essential  if 
we  are  to  expect  these  convenient,  low- 
cost  facilities  to  be  kept  open  and 
available  to  Medicare  beneficiaries. 

Any  reduction  in  physicians'  fees  for 
cataract  surgery  should  not  jeopardize 
the  continued  existence  of  that  impor- 
tant alternative  site  of  care. 

Mr.  President,  as  the  author  of  the 
ambulatory  surgery  provisions  in  the 
reconciliation  package  and  as  an  origi- 
nal sponsor  of  the  physician  reim- 
bursement provisions  in  the  package,  I 
would  like  to  urge  my  distinguished 
colleague  Senator  Packwood,  Chair- 
man of  the  Finance  Committee,  to 
consider  these  concerns  as  we  go  into 
conference  on  this  bill. 
•  Mr.  BROYHILL.  The  problems  with 
this  regulation  and  the  Energy  and 
Commerce  Committee  provision  are 
apparent.  I  am  not  challenging  the 
need  for  rationalization  of  Medicare 
payments  for  cataract  surgery,  only 
how  we  go  about  achieving  that  reduc- 
tion. 

I  ask  that  when  the  Chairman  takes 
this  bill  to  conference  that  he  consider 
an  alternative  developed  by  the  Ameri- 
can Academy  of  Ophthalmology.  This 
alternative  would  in  my  opinion,  recti- 
fy the  major  drawbacks  in  the  admin- 
istration's and  Energy  and  Conunerce 
Committee's  plans. 

First,  it  would  base  cuts  on  the  cur- 
rent state-of-the-art  cataract  surgery, 
on  current  fee  data.  The  HCFA  regula- 
tion and  Energy  and  Commerce  provi- 
sions use  an  outdated  procedure  as  the 
basis  for  reductions. 

Second,  it  would  make  the  distribu- 
tion of  the  reductions  more  equitable, 
without  the  very  large,  unfair  dispari- 
ties caused  by  the  other  proposals. 

Third,  through  a  sliding  scale  ap- 
proach, it  would  offer  some  protection 
from  deep  cuts  to  those  ophthalmol- 
ogists who  have  kept  their  fees  lower. 
Over  3  years,  the  House  proposal 
would  save  $410  million;  the  adminis- 
tration proposal  would  save  $335  mil- 
lion; and  the  American  Academy  of 
Ophthalmology's  alternative  would 
save  $215  million. 


•  Mr.  PACKWOOD.  The  ophthalmol- 
ogist's alternative  saves  less? 

•  Mr.  BROYHILL.  Yes,  but  do  not 
forget,  the  Congress  will  gain  more 
cataract-related  savings  from  the  Pi- 
nance  Committee's  proposal  to  equal- 
ize payments  for  outpatient  surgery, 
as  well  as  the  House  provision  to 
reduce  anesthesia  fees  during  cataract 
surgery.  Mr.  Chairman,  the  cumula- 
tive savings  from  all  of  these  reduc- 
tions is  substantial  for  a  procedure 
that  we  all  agree  is  highly  successful, 
safe  and  beneficial  to  our  citizens. 

•  Mr.  PACKWOOD.  Thank  you.  I  wiU 
take  your  comments  into  consider- 
ation as  we  proceed  with  the  confer- 
ence committee  deliberations. 

•  Mr.  BOREJN.  Mr.  President,  I  rise  to 
associate  myself  with  comments  ex- 
pressed earlier  by  my  distinguished 
colleague  from  North  Carolina  [Mr. 
Broyhill]  regarding  proposed  changes 
in  Medicare  reimbursement  for  cata- 
ract surgery. 

These  changes,  which  have  been 
proposed  by  the  Health  Care  Financ- 
ing Administration,  will  only  serve  to 
perpetuate  gross  inequities  in  reim- 
bursement policy.  Rather  than  ad- 
dressing true  problems  of  "inherent 
unreasonableness,"  wide  variations  in 
reimbursement  levels  from  State-to- 
State  will  continue. 

I  join  with  my  colleague  from  North 
Carolina  in  urging  the  conference 
committee  to  take  action  in  addressing 
this  problem.  I  look  forward  to  work- 
ing with  him  in  this  effort.# 


GLAMORIZED      DRUG      USE      IN 
MOTION  PICTURES:   THE  NEED 
FOR  AN  ADDITIONAL  RATING 
Mr.  PRESSLER.  Mr.  President,  on 
Monday  I  intend  to  introduce  a  resolu- 
tion,   which    I    will    also    file    as    an 
amendment,  to  help  combat  the  drug 
epidemic     facing    our    Nation.    This 
sense-of-the-Senate  resolution  will  at- 
tempt to  resolve  some  of  the  mixed 
signals  our  young  people  are  receiving 
regarding  drug  use. 

Our  educators,  school  administrators 
and  parents  have  led  the  fight  against 
drug  use  in  our  schools  and  communi- 
ties for  some  time  now.  Students  are 
repeatedly  taught  of  the  dangers  of  il- 
legal drugs  and  how  to  say  no  to  drugs. 
However,  when  students  are  out  of  the 
classroom  during  the  weekends,  they 
may  see  drug  use  depicted  in  a  differ- 
ent light— at  the  movies. 

Many  of  the  popular  films  showing 
in  our  neighborhood  movie  theaters 
depict  drug  use  in  a  benign  or  glamor- 
ous light.  The  heroes  or  the  most  pop- 
ular characters  many  times  use  drugs, 
and  their  drug  use  in  turn  makes  them 
more  popular.  Mr.  President,  this  is 
sending  a  very  mixed  signal  to  the 
youth  of  our  Nation. 

Therefore,  the  resolution  I  will  in- 
troduce   on    Monday    calls    on    the 
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Motion  Picture  Association  to  adopt  a 
"D"  subcategory  in  their  voluntary 
rating  system  for  movies  which  clearly 
depict  drug  use  in  a  benign  or  favor- 
able light,  so  that  parents  can  malce  an 
informed  choice  about  the  movies 
their  children  attend. 

Currently,  this  resolution  is  en- 
dorsed by  the  National  Association  of 
Secondary  School  Principals  (NASSP) 
and  the  national  PTA.  I  expect  many 
more  organizations  to  join  us  in  sup- 
porting this  initiative  after  it  is  intro- 
duced. 

Mr.  President,  the  Motion  Picture 
Association  of  America  has  already 
demonstrated  its  ability  and  willing- 
ness to  respond  to  the  needs  of  par- 
ents by  implementing  its  overwhelm- 
ingly popular  voluntary  rating  system 
over  18  years  ago.  Let  us  send  them  a 
unified  and  clear  message  that  we 
need  the  cooperation  and  support  of 
their  influential  industry  to  fight  this 
war  on  drugs.* 


NAUM  AND  INNA  MEIMAN: 
CRUEL  AND  UNUSUAL  PUNISH- 
MENT 

•  Mr.  SIMON.  Mr.  President,  imagine 
living  without  a  telephone.  Imagine 
the  time  that  it  would  take  to  accom- 
plish even  the  simplest  task.  When  a 
person  is  ill.  the  telephone  is  no  longer 
an  item  of  convenience— it  is  an  essen- 
tial method  of  communication  in 
emergencies. 

Two  close  friends,  Naum  and  Inna 
Meiman.  have  been  trying  to  emigrate 
from  Moscow  to  Israel  for  over  a 
decade.  Since  their  initial  application, 
the  Soviet  Government  has  harassed 
them  continuously.  Naum,  a  physicist, 
was  fired  and  prohibited  from  working 
in  his  field.  Both  Naum  and  Inna  have 
been  followed.  Their  home  has  been 
ransacked. 

The  Soviets  most  recently  discon- 
nected the  Meimans'  telephone.  Inna 
is  deathly  ill  with  cancer.  Without  a 
telephone.  Inna  has  no  means  of  ac- 
quiring immediate  assistance  in  an 
emergency. 

While  the  Soviets  use  resources  to 
intimidate  and  frighten  the  Meimans, 
Inna's  cancer  is,  unfortunately,  pro- 
gressing. The  Soviets  have  refused  to 
give  Inna  any  more  treatment.  Experi- 
mental treatment,  however,  is  avail- 
able in  the  West. 

The  cost  to  the  Soviets  is  minimal. 
The  value  of  goodwill  gestures  is  im- 
measurabale. 

I  strongly  encourage  the  Soviets  to 
let  the  Meimans  emigrate  to  Israel.* 


A  NATIONAL  CEMETERY  IN 
ARIZONA 

•  Mr.  DeCONCINI.  Mr.  President,  I 
am  enormously  pleased  and  grateful  to 
my  colleagues  in  the  U.S.  Senate  on 
their  action  today  to  authorize  the  es- 
tablishment of  a  national  cemetery  in 


Arizona  as  well  as  in  nine  other  States. 
This  is  the  culmination  of  a  dream 
which  the  veterans  of  Arizona  have 
had  for  more  than  50  years. 

I,  and  other  members  of  the  Arizona 
congressional  delegation,  have  submit- 
ted legislation  on  this  matter  time  and 
time  again.  Each  session  of  Congress 
has  passed  with  hope  deferred  for  yet 
another  year.  The  patience  and  deter- 
mination of  the  veterans  of  Arizona 
have  been  tested  to  the  limit,  but  it 
has  not  been  found  wanting.  They 
have  persevered  as  they  did  in  combat 
on  uncounted  battlefields,  and  they 
have  overcome. 

We  have  erected  noble  and  richly  de- 
served memorial  to  the  veterans  of 
almost  every  conflict  in  which  this 
country  has  engaged— from  Valley 
Forge  to  Vietnam,  from  Chancellors- 
ville  to  the  Chosen  Reservoir,  from 
the  Argonne  to  Anzio.  Far  too  many  of 
the  youth  of  this  land  have  lost  their 
lives  in  those  far-away  places  and  now 
rest  in  the  hallowed  grounds  in  our  na- 
tional cemeteries. 

It  is  only  appropriate  that  memori- 
als be  built  and  dedicated  to  veterans 
who  serve  their  Nation  in  time  of  con- 
flict. These  memorials  very  graphical- 
ly demonstrate  the  gratitude  of  our 
Nation  for  the  sacrifice  of  our  brave 
military  men  and  women.  They  are 
also  lessons  of  history  which  will, 
hopefully,  bring  lasting  peace  to  world 
weary  of  war. 

We  in  the  Senate  now  move  to 
ensure  that  present  day  veterans  will 
continue  to  receive  a  benefit  long 
promised  by  a  grateful  Nation— burial 
in  a  national  cemetery  if  so  desired.  In 
the  eyes  of  the  families  and  friends  of 
veterans,  an  honored  final  resting 
place  among  their  comrades-in-arms 
who  shared  in  their  awful  travail  of 
combat  is  the  most  lasting  and  most 
significant  memorials  of  all.  Veterans 
are  very  special  people  who  deserve 
very  special  treatment  throughout 
their  lives  and,  ultimately,  in  death. 
Veterans  deserve  to  be  buried  in  close 
proximity  to  their  families  and  this 
legislation  makes  that  possible. 

They  have  given  of  themselves— 
their  youthful  years,  growing  old 
before  their  time  in  combat  or  in  pris- 
oner-of-war camps:  their  health,  im- 
paired by  disease  and  injury  on  battle- 
fields in  many  foreign  lands;  their 
family  life,  with  children  bom  and 
growing  up  without  them. 

Although  this  moment  has  been  so 
eagerly  awaited,  there  is  a  bittersweet 
irony  to  passage  at  this  point  in  time. 
The  Arizona  State  Veteran's  Cemetery 
has  become  the  final  resting  place  of 
many  of  my  dear  veteran  friends. 
Those  friends,  along  with  other  vet- 
erans, despite  their  failing  health, 
never  lost  hope,  refused  to  accept 
defeat  in  this  matter.  I  feel  sure  there 
is  comfort  to  their  families  that  their 
dream  is  finally  being  realized. 
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I  thank  Chairman  Murkowski,  Sen- 
ator Cranston  and  other  members  of 
the  Senate  Committee  on  Veterans' 
Affairs  for  their  help  and  support  in 
getting  this  legislation  passed. 


THE  HUMAN  SERVICES  AUTHOR- 
IZATION CONFERENCE 
REPORT 

•  Mr.  DODD.  Mr.  President,  last 
night  the  Senate  adopted  the  human 
services  authorization  of  1986  confer- 
ence report.  I  am  delighted  to  have 
been  a  chief  sponsor  of  this  important 
measure. 

This  legislation  includes  under  a  sep- 
arate title  the  "Child  Development  As- 
sociate Scholarship  Assistance  Act."  a 
bill  I  introduced  last  year  to  provide 
scholarships  for  child  care  workers 
seeking  on  the  job  training  along  with 
a  professional  credential.  I  wish  to 
thank  Senator  Stafford,  author  of  the 
original  package,  and  Senator  Haw- 
kins, Chair  of  the  Subcommittee  on 
Children,  Family,  Drugs,  and  Alcohol- 
ism on  which  I  serve  as  ranking  minor- 
ity, for  agreeing  to  include  my  bill.  S. 
804.  as  a  part  of  the  conference  report 
we  adopted  yesterday. 

I  am  also  pleased  to  join  Senators 
Hawkins.  Hatch.  Stafford,  Pell,  and 
RiEGLE  in  sponsoring  the  reauthoriza- 
tion of  the  Headstart,  Dependent  Care 
Block  Grant.  Follow  Through,  Com- 
munity Service  Block  Grant,  the  Com- 
munity Pood  and  Nutrition,  and  Low 
Income  Energy  Programs  contained  in 
this  omnibus  measure.  These  six  pro- 
grams, which  will  be  reauthorized  for 
4  years,  are  critical  to  the  health,  edu- 
cation, and  welfare  of  millions  of  chil- 
dren and  families  at  risk  in  this  coun- 
try. 

THE  CHILD  DEVELOPMENT  ASSOCIATE 
SCHOLARSHIP  ASSISTANCE  PROGRAM 

As  founder  and  cochairman  of  the 
Senate  children's  caucus,  I  can  attest 
to  the  skyrocketing  demand  for  qual- 
ity, affordable  child  care  in  this  coun- 
try. At  the  first  children's  caucus 
policy  forum  in  June  1983,  we  learned 
that  as  many  as  15  million  children  be- 
tween the  ages  of  5  and  12  lack  any 
adult  supervision  after  school  because 
their  parents  must  work.  That  esti- 
mate does  not  include  the  millions  of 
preschool  age  children  with  parents  in 
the  labor  force  who  need  child  care 
services. 

One  sure  way  to  improve  the  quality 
of  child  care  in  this  country  is  to  im- 
prove the  skills  and  performance  of 
child  care  workers.  The  child  develop- 
ment associate  scholarship  title  of  this 
omnibus  reauthorization  will  provide 
eligible  child  care  staff  with  training 
scholarships  to  perfect  their  skills 
through  the  Child  Development  Asso- 
ciate [CDAl  Assessment  and  Creden- 
tialing  Program. 

Mr.  President,  the  Child  Develop- 
ment Associate  National  Credentialing 
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Program  provides  performance /based 
training  for  child  care  providers.  The 
training  focuses  on  13  core  areas,  es- 
sential building  blocks  of  quality  child 
care,  from  providing  a  safe  environ- 
ment to  encouraging  parental  involve- 
ment. 

The  CDA  credential  is  the  only  na- 
tional credential  formally  certifying 
professional  child  care  skills.  We  are 
very  much  indebted  to  a  constituent  of 
mine.  Prof.  Ed  Zigler  of  Yale  Universi- 
ty, who  established  the  CDA  Creden- 
tialing  Program  over  a  decade  ago 
during  his  tenure  as  director  of  the 
Office  of  Child  Development  in  the 
then  Department  of  Health,  Educa- 
tion, and  Welfare. 

The  overwhelming  majority  of  child 
care  workers  are  women  who  work  ex- 
ceedingly long  hours  for  very  little 
pay.  Close  to  90  percent  of  all  family 
day  care  providers,  for  example,  earn 
less  than  the  minimum  wage.  Yet  such 
work  provides  an  income  for  many 
women  who  would  otherwise  be  de- 
pendent on  the  Aid  for  Dependent 
Children  [AFDC]  Program.  Just  as  im- 
portantly, child  care  workers  make  it 
possible  for  other  mothers  to  enter 
the  work  force  and  gain  self  sufficien- 
cy. 

The  child  development  associate 
scholarship  title  will  provide  low- 
income  child  care  workers  with  schol- 
arships to  enable  them  to  obtain  CDA 
training  and  credentialing.  The  cost  of 
my  proposal  is  modest,  totaling  only 
$1.5  million  on  a  yearly  basis.  Yet  the 
benefits  will  be  enormous  for  the 
workers  who  receive  training  and 
formal  recognition  of  their  skills  as 
well  as  for  the  children  in  their  care. 

At  present,  some  3,000  child  care 
workers  a  year  receive  CDA  certifi- 
cates. With  the  scholarship  program 
now  included  in  this  reauthorization, 
an  additional  1,000  to  2,000  low-income 
child  care  providers  could  be  trained 
and  certified. 

THE  HEADSTART  REAUTHORIZATION 

As  the  New  York  Times  noted  in  an 
editorial:  •■•  •  •  American  society  does 
know  one  sure  way  to  lead  poor  chil- 
dren out  of  a  life  of  poverty  •  •  •— 
project  Headstart."  Given  the  crisis  of 
children  in  poverty  in  this  country, 
Headstart  is  good  news  indeed.  For  the 
biggest  risk  to  the  health,  safety,  and 
future  well-being  of  close  to  14  million 
American  children  is  poverty.  One  out 
of  every  four  children  under  the  age  of 
6  now  lives  in  a  family  whose  income 
falls  below  the  poverty  line.  For  mi- 
nority preschoolers,  that  figure  is  even 
higher:  Every  other  black  child  and 
close  to  every  other  Hispanic  child  will 
celebrate  their  sixth  birthdays  in  pov- 
erty. 

But  with  the  Headstart  program,  we 
have  a  well-proven  way  to  help  chil- 
dren escape  from  poverty.  The  High/ 
Scope  Educational  Research  Founda- 
tion conducted  a  landmark  study  of 
high  quality  preschool  programs  like 


Headstart.  This  study,  entitled 
"changed  lives,"  followed  a  group  of 
poor  children  from  age  3  to  adulthood. 
Half  had  attended  a  high  quality  pre- 
school. The  other  half  had  not.  Those 
with  the  preschool  experience  were 
twice  as  likely  to  graduate  from  high 
school,  go  on  to  college  or  vocational 
training,  and  to  get  jobs.  Those  with- 
out the  preschool  experience  were 
more  likely  to  drop  out  of  school,  to 
become  teen  parents,  and  to  end  up 
unemployed  and  dependent  upon  the 
welfare  system.  As  we  celebrate  the 
20th  anniversary  of  Headstart,  we 
must  keep  in  mind  that  at  present,  we 
only  reach  18  percent  of  all  children 
who  are  eligible  for  such  services. 

THE  DEPENDENT  CARE  BLOCK  GRANT 
REAUTHORIZATION 

The  dependent  care  block  grant  was 
authorized  2  years  ago  in  response  to 
new  facts  about  the  risks  facing  latch- 
key children  in  this  country.  This 
block  grant  was  designed  to  provide 
start-up  costs  for  afterschool  care  pro- 
grams and  child  care  resource  and  re- 
ferral programs.  The  need  for  such 
programs  is  great.  Thus,  I  am  pleased 
to  join  in  the  reauthorization  of  this 
program.  It  is  my  hope  that  we  will  be 
able  to  send  a  stronger  signal  to  the 
administration  this  time,  such  that 
funds  appropriated  for  the  dependent 
care  block  grant  are  released  to  States 
immediately. 

THE  COMMUNITY  SERVICES  BLOCK  GRANT 
REAUTHORIZATION 

The  Community  Services  Block 
Grant  Program  continues  to  serve 
children  and  families  in  most  need. 
Millions  of  younger  and  older  Ameri- 
cans receive  food  assistance  under  this 
program,  combating  hunger  and  mal- 
nutrition. Millions  more  receive  hous- 
ing, transportation,  and  employment 
assistance.  Last  but  never  least,  count- 
less other  Americans  are  able  to  get 
educational  and  job  training  services 
through  the  community  services  block 
grant  helping  them  to  become  self- 
supporting. 

In  addition  to  permitting  community 
action  agencies  to  deliver  the  above- 
described  services  to  hard-pressed 
communities  across  the  country,  this 
legislative  package  also  reauthorizes 
the  Community  Food  and  Nutrition 
Program.  This  program  has  been  ex- 
emplary in  my  State  of  Connecticut  in 
encouraging  low-income  communities 
to  start  child  nutrition  projects.  I  am 
delighted  that  such  innovative  at- 
tempts to  meet  the  nutritional  needs 
of  children  and  adults  in  my  State  will 
continue. 

LOW-INCOME  ENERGY  ASSISTANCE 
REAUTHORIZATION 

Finally,  the  conference  report  the 
Senate  adopted  yesterday  reauthorizes 
the  Low-Income  Energy  Assistance 
Program.  This  program  is  very  impor- 
tant to  many  residents  in  my  State  of 
Connecticut,  where  freezing  winter 
temperatures  and  high  heating  costs 


all  too  often  force  choices  between 
paying  for  fuel  or  paying  for  food.  The 
Low-Income  Energy  Assistance  Pro- 
gram wisely  prevents  younger  and 
older  Americans  from  making  such 
draconian  choices. 

In  closing,  Mr.  President,  we  know 
that  millions  of  Americans  have  joined 
the  ranks  of  the  poor  since  1979.  The 
biggest  number  of  these  Americans 
have  been  children.  More  alarming 
still  is  the  fact  that  many  such  chil- 
dren come  from  two-parent  homes 
where  one  parent  is  working  full-time, 
year-round.  Since  1978,  two  out  of 
every  three  children  added  to  the  pov- 
erty rolls  come  from  homes  with  work- 
ing parents.  The  conference  report 
adopted  yesterday  will  provide  many 
of  these  children  and  their  families 
with  critical  supports,  from  Head 
Start,  to  Child  Care,  to  Community 
Services,  to  Energy  Assistance.  I  urge 
the  President  to  sign  this  legislation  as 
an  important  step  toward  giving  such 
children  and  their  families  a  head 
start.* 


TIBET:  THE  TRAVAIL 
CONTINUES 

•  Mr.  PELL.  Mr.  President,  on  the 
roof  of  the  world,  the  travail  of  the  4 
million  Tibetan  people  continues. 
Recent  years  have  brought  great 
changes.  Some  of  these  changes  have 
been  very  much  for  the  better  and  the 
Chinese  occupiers  deserve  some  credit 
for  seeking  to  reverse  the  worst  abuses 
of  the  cultural  revolution.  On  the 
other  hand  the  goal  of  a  Tibet  for  the 
Tibetans  remains  as  elusive  as  at  any 
time  in  the  last  three  decades. 

The  Chinese  Government  has  pub- 
licly recognized  that  it  has  committed 
"mistakes"— a  polite  euphemism  to  be 
sure— in  Tibet.  These  mistakes  include 
the  deaths  of  some  10  percent  of  the 
Tibetan  people,  deaths  caused  directly 
by  killings  or  indirectly  through  per- 
mitted starvation  and  unchecked  dis- 
ease. The  admitted  mistakes  also  in- 
clude the  effort  to  eradicate  Tibet's 
fabulously  rich  religious  and  cultural 
heritage.  In  the  1960's  and  1970's  the 
Chinese  occupiers  prohibited  the  prac- 
tice of  Lamaist  Buddhism,  imprisoned 
or  rusticated  the  monks,  and  tore 
down  thousands  of  monasteries.  Along 
with  the  monasteries,  many  of  which 
were  magnificent  architectural 
achievements,  priceless  works  of  Tibet- 
an art  and  scholarship  were  also  point- 
lessly  destroyed. 

Religion  is  now  back  in  Tibet.  Re- 
cently two  members  of  the  minority 
staff  of  the  Foreign  Relations  Com- 
mittee visited  that  country  and  report- 
ed many  examples  of  Buddhism's  re- 
vival. Monks,  in  the  traditional  red 
garb,  can  be  seen  everywhere.  In 
Lhasa  the  main  monasteries  are  being 
restored  and  yak  butter  lamps  again 
bum  before  the  sacred  images.  Once 
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again  pilgrims  prostrate  themselves  as 
they  circle  the  sacred  Jokhang  monas- 
tery in  the  center  of  Lhasa.  This  reli- 
gious revival  is  the  surest  sign  of  the 
indomitable  will  of  the  Tibetan  people 
and  of  their  determination  to  preserve 
their  culture  and  way  of  life. 

Beneath  the  surface,  however,  all  is 
not  well  in  Tibet.  Racial  discrimina- 
tion and  the  influx  of  Chinese  coloniz- 
ers are  costing  indigenous  Tibetans 
their  livelihood.  While  the  recent 
opening  of  Tibet  to  foreigners  has  cre- 
ated employment  in  the  construction 
and  tourism  sectors,  most  of  the  em- 
ployment so  generated  goes  to  Chinese 
immigrants  and  not  to  Tibetans.  Even 
the  much  vaunted  policy  of  religious 
freedom  has  its  limits. 

Most  alarming,  however,  is  the  Chi- 
nese colonization  of  Tibet.  Within  the 
boundaries  of  historic  Tibet,  Tibetans 
are  losing  ground.  In  Amdo,  northeast- 
em  Tibet,  2,500,000  Chinese  now  out- 
number 700,000  Tibetans.  In  Kham, 
eastern  Tibet,  there  are  now  estimated 
to  be  some  2  million  Chinese  settlers. 
The  Chinese  have  occupied  the  more 
fertile  farmland  pushing  the  Tibetans 
Into  the  hills  and  mountains. 

Even  in  the  Tibetan  autonomous 
region— the  truncated  part  of  historic 
Tibet  set  aside  for  the  Tibetans— the 
Chinese  are  fast  becoming  the  domi- 
nant population  group  in  the  major 
towns.  Strikingly,  the  committee  staff 
found  that  the  Chinese  officials  do  not 
even  speak  Tibetan.  The  conquered 
people  then  can  only  communicate 
with  officials  in  the  tongue  of  the  con- 
queror. 

Tibet  has  offered  much  to  the  world 
in  terms  of  art,  scholarship  and  above 
all  spirituality.  Its  gentle  and  brave 
people  have  suffered  horribly  in  the 
last  35  years.  As  some  aspects  of  their 
situation  improve,  the  world  communi- 
ty must  raise  its  voice  to  be  sure  this 
rich  and  wonderful  society  is  not 
swamped  by  the  numbers  and  might  of 
the  occupier.* 


ABORTION  AND  INFORMED 
CONSENT:  DELAWARE 

•  Mr.  HUMPHREY.  Mr.  President, 
yesterday  in  remarks  about  a  letter 
from  Connecticut  I  discussed  how 
abortion  is  not  the  "quick-fix"  that  its 
advocates  claim.  Adoption  and  parent- 
ing are  obviously  permanent  outcomes 
to  unplaiuied  pregnancy  because  the 
baby  is  given  life.  Simply  because  the 
baby  is  killed  in  abortion  does  not 
mean  he  or  she  is  gone.  Abortion,  too, 
is  a  permanent  solution  with  grave 
consequences  for  the  mother  and 
worse  for  the  child— even  if  the 
mother  is  a  child.  Since  all  outcomes 
are  permanent,  it  seems  eminently 
sensible  that  the  one  which  preserves 
the  life  of  the  child  and  promotes  the 
health  of  the  mother  be  encouraged. 

This  is  certainly  the  view  of  Edith  in 
Delaware.  There  is  nothing   I   could 


add  to  the  poignancy  of  her  letter.  I 
hope  my  colleagues  who  advocate  the 
so-called  rape/incest  exclusion  will 
read  her  letter  carefully.  Very  young 
women  in  these  circumstances  desire 
and  need  to  know  all  the  facts  before 
they  make  a  decision  af.  irreversible  as 
abortion.  It  is  quite  obvious  that  they 
do  not  currently  receive  this  informa- 
tion, and  such  outrageous  neglect 
must  be  rectified. 
The  letter  follows: 

Wilmington,  DE, 

June  2,  1986. 

Dear  Senator  Humphrey:  How  it  saddens 
me  that  there  is  a  need  to  write  this  letter. 
All  surgical  procedures  require  informed 
consent  and  the  giving  of  alternatives  when 
they  exist.  Is  abortion  and  its  two  victims 
any  different?  More  and  more  women  are 
coming  forth  with  more  "if  onlys"— "if  only 
someone  had  told  me  the  truth."  "if  only  I 
was  given  an  alternative."  "if  only  the  pro- 
cedure had  been  explained  and  I  knew 
about  the  possible  complications,"  "if  only  I 
knew  my  baby  would  feel  pain,"  if  only  •  •  • 
if  only.  •  •  •  The  list  could  go  on  for  pages. 

I  had  an  abortion  several  years  ago.  The 
abortion  was  supposedly  for  all  the  "right 
reasons,"  it  was  "in  my  best  interest."  Be- 
sides the  death  of  my  baby,  who  I  saw,  the 
abortion  complications  began  immediately.  I 
have  had  years  of  physical  pain,  infections 
and  operations,  the  last  being  April  18,  1986. 
There  have  also  been  psychological  prob- 
lems—nightmares, depression  and  suicidal 
tendencies.  These  are  not  all  of  the  psycho- 
logical complications  I've  had.  there  were 
and  are  a  lot  more. 

At  the  time  of  my  abortion,  I  was  a  12- 
year-old  incest  victim.  The  abortion  had  a 
greater  impact  on  my  life  than  the  incest. 
With  the  incest  I  lost  my  virginity:  with  the 
abortion  my  baby  lost  her  life,  and  I've  suf- 
fered both  physically  and  psychologically. 
Abortion  is  no  respecter  of  motives. 

Every  woman  has  a  right  to  know  the 
truth  atmut  abortion  and  its  alternative. 
When  a  woman  decides  to  have  an  abortion, 
it  is  a  decision  made  in  the  "urgency  of  the 
moment,"  not  rationally.  There  is  no 
thought  given  to  short-  or  long-term  conse- 
quences. To  them  it  is  the  end  of  their 
"problems."  Informed  consent  would  allow 
the  woman  to  make  an  intelligent,  responsi- 
ble decision  based  on  fact. 

I  have  been  where  these  women  have  been 
and  I've  been  where  they  have  to  go! 

In  the  service  of  Christ  of  All  Life, 

Edith  'V^oung.* 


RESOLUTION  PERTAINING  TO 
NICHOLAS  DANILOFP-SENATE 
RESOLUTION  491 

Mr.  HUMPHREY.  Mr.  President,  I 
send  to  the  desk  a  resolution  and  ask 
for  its  immediate  consideration. 

Mr.  President,  just  for  the  benefit  of 
those  who  might  be  listening- 
Mr.  BYRD.  Mr.  President,  will  the 
Senator  yield? 
Mr.  HUMPHREY.  Yes. 
Mr.  BYRD.  Mr.  President,  I  will  not 
object  to  the  introduction  of  the  reso- 
lution. I  can  do  that.  I  will  simply 
object  to  the  request  that  the  Senate 
move  to  its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
resolution  will  go  over  under  the  rule. 


Mr.  HUMPHREY.  That  will  not  be 
necessary,  Mr.  President.  I  withdraw 
the  resolution. 

The  PRESIDING  OFFICER.  The 
Senator  has  a  right  to  withdraw  his 
resolution. 

Mr.  HUMPHREY.  As  I  was  saying, 
Mr.  President,  because  little  was  said 
before  objection  was  raised,  no  one  can 
understand  what  just  transacted 
except  perhaps  a  handful.  I  ask  that 
the  resolution  be  returned  to  my  desk. 

I  think  virtually  every  Senator  in 
the  Chamber  is  concerned  about  the 
fate  of  Nicholas  Daniloff.  We  will  all 
leave  here  and  go  to  the  comfort  of 
our  homes.  Mr.  Daniloff  cannot  do 
that.  It  seems  to  me  highly  unfortu- 
nate. I  know  Senator  Byrd  is  objecting 
on  behalf  of  one  of  his  colleagues  on 
that  side  of  the  aisle.  This  is  certainly 
not  directed  toward  him.  I  consider  it 
highly  unfortunate  that  objection  has 
been  raised  against  the  immediate  con- 
sideration of  this  resolution. 

In  my  view,  the  response  of  the 
United  States  to  the  outrageous  taking 
of  Mr.  Daniloff  as  hostage  has  been 
very  weak,  indeed.  It  has  hardly  been 
7  or  8  days  since  this  body  unanimous- 
ly passed  a  resolution  condemning 
that  act.  Mr.  Daniloff  is  still  being 
held  captive,  still  being  held  hostage. 
The  administration,  in  the  view  of  this 
Senator,  and  I  believe  in  the  view  of  a 
majority  of  Senators,  has  acted  far  too 
weakly  in  this  matter.  It  has  contin- 
ued to  conduct  business  as  usual. 
Indeed,  I  believe  the  underlying 
reason  the  administration  continues  to 
conduct  business  as  usual  with  the  So- 
viets is  the  wish  to  preserve  the  ex- 
travagancy of  a  summit. 

So  we  might  go  beyond  saying  it  is 
business  as  usual  and  say  that  it  is 
show  business  as  usual. 

I  am  still  waiting  for  the  resolution. 

The  PRESIDING  OFFICER.  The 
resolution  will  be  returned. 

D  0050 

Mr.  HUMPHREY.  Mr.  President,  I 
just  want  to  touch  upon  the  high- 
lights. 

The  PRESIDING  OFFICER.  If  the 
Senator  will  withhold,  under  the 
precedents  of  the  Senate,  the  resolu- 
tion cannot  be  withdrawn.  The  resolu- 
tion will  go  over  under  the  rule. 

Mr.  HUMPHREY.  Very  well,  Mr. 
President. 

Before  concluding,  I  want  to  touch 
upon  the  highlights  of  the  resolution. 

The  resolution  in  the  "Resolved" 
section  does  the  following:  It  declares 
that  the  Soviet  action  in  imprisoning 
and  falsely  charging  Mr.  Daniloff  re- 
flects once  again  the  failure  of  the 
Soviet  Union  to  observe  international- 
ly recognize  standards  of  human 
rights  and  civil  conduct  and  raised  pro 
found  doubts  about  Soviet  willingnes.^ 
to  live  up  to  its  responsibilities  and 
commitments  under  any  international 
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or  bilateral  agreement,  including  arms 
control  agreements. 

The  resolution  urges  the  President 
to  continue  his  demands  for  the  imme- 
diate and  unconditional  release  of  Mr. 
Daniloff;  it  calls  upon  the  President  to 
condition  his  agreement  to  a  summit 
meeting  with  Secretary  General  Gor- 
bachev on  the  prompt  return  of  Mr. 
Daniloff  from  the  Soviet  Union;  urges 
the  President  to  limit  further  discus- 
sions on  arms  control  and  refrain  from 
concluding  any  agreements,  any  arms 
control  agreements,  with  the  Soviet 
Union;  and  further  declares  that  the 
Senate  of  the  United  States  shall  not 
ratify  any  arms  control  agreement  ne- 
gotiated with  the  Soviets  until  that 
country  has  unconditionally  released 
Mr.  Daniloff.  Those  are  the  high- 
lights, Mr.  President. 

Again,  I  register  my  regret  that  Sen- 
ators, or  at  least  a  Senator  on  the 
Democratic  side  of  the  aisle,  has 
blocked  immediate  consideration  of 
this  resolution  at  a  time  when  it  might 
well  be  instrumental  in  giving  his  ad- 
ministration some  backbone,  such  that 
our  national  honor  and  principles 
might  be  preserved,  along  with  the 
safety  of  Mr.  Daniloff. 

I  thank  the  Chair.  I  thank  my  col- 
leagues for  their  forebearance  in  this 
matter. 

Mr.  BYRD.  Mr.  President,  the  dis- 
tinguished Senator,  I  am  sure,  is  disap- 
pointed that  the  objection  was  lodged 
to  his  request  for  immediate  consider- 
ation of  the  resolution,  but  it  was 
clearly  stated  30  minutes  to  an  hour 
ago,  I  suppose,  by  a  Senator  on  this 
side  that  there  would  be  an  objection 
to  immediate  consideration  of  this  res- 
olution tonight.  The  Department  of 
State  has  indicated  that  it  would  be 
very  much  opposed  to  the  adoption  of 
this  resolution  at  this  particular 
time 

Mr.  HUMPHREY.  Will  the  Senator 
yield? 

Mr.  BYRD.  And  has  suggested  that 
the  adoption  of  this  resolution  might 
very  well  be  counterproductive  to  the 
intentions  and  desires  of  the  distin- 
gushed  author  of  the  amendment. 

Yes,  I  shall  be  glad  to  yield. 

Mr.  HUMPHREY.  Mr.  President,  I 
might  just  observe  that  at  least  from 
my  point  of  view,  the  Department  of 
State's  objection  to  this  resolution  is  a 
commendation  and  recommendation 
to  this  body  to  pass  it.  We  can  safely 
assume  that  the  State  Department  has 
been  guiding  our  policy  with  regard  to 
Mr.  Daniloff  or  our  reaction  to  Mr. 
Daniloff's  being  taken  hostage  and  I 
think  they  have  done  a  perfectly  mis- 
erable job.  I  take  their  opposition  to 
be  a  recommendation  for  passage  of 
this  resolution. 

I  thank  the  Senator. 

Mr.  BYRD.  I  thank  the  distin- 
guished Senator. 

Mr.  President,  I  almost  wholeheart- 
edly agree  with  the  Senator's  observa- 


tions; nevertheless,  I  thought  I  should 
state  for  the  record  that  I  have  been 
informed  that  the  Department  of 
State  was  very  much  opposed  to  this. 
That  may  mean  something  to  some 
Senators  in  this  Chamber.  I  thought  it 
was  appropriate  to  say  it  for  the 
Record. 

May  I  say  to  the  distinguished  Sena- 
tor from  New  Hampshire,  I  would 
offer  a  suggestion  to  him.  If  he  wishes 
to  redraw  the  resolution  and  try  again 
at  some  point  early  next  week  and  in- 
clude in  the  resolution  a  provision  to 
prohibit  the  further  selling  of  wheat, 
of  grain,  to  the  Soviet  Union  at  prices 
that  are  subsidized  by  the  American 
taxpayer,  I  might  join  him  in  cospon- 
sorship  of  that  type  of  resolution.  But 
as  I  have  stated,  I  can  understand  the 
Senator's  disappointment  and  perhaps 
after  a  good  weekend  of  rest  and  re- 
flection, a  different  resolution  might 
be  drawn  which  might  receive  immedi- 
ate consideration. 

Mr.  WALLOP.  Mr.  President,  let  me 
suggest  that  I  regret  very  much,  too, 
that  we  were  not  able  to  consider  this 
resolution  tonight.  Let  me  suggest 
that  the  distinguished  chairman  of 
the  Committee  on  Foreign  Relations 
was  not  the  one  to  object.  We  have 
heard  a  lot  of  heroic  Red-bashing 
from  that  side  of  the  aisle  and  I  sug- 
gest that  it  is  a  cheap  piece  of  hero- 
ism. When  asked  to  put  it  into  per- 
formance, it  has  not  come  about. 

I  regret  that,  because,  I  say  to  my 
friend  from  West  Virginia,  the  distin- 
guished minority  leader,  I  do  not  be- 
lieve that  the  reason  for  the  objection 
is  the  objection  of  the  State  Depart- 
ment. I  believe  the  reason  for  the  ob- 
jection is  that  it  calls  on  the  Senate 
and  the  President  and  the  Govern- 
ment of  the  United  States  to  react 
with  some  spine  to  the  situation  that 
has  been  created  by  the  hostage- 
taking  of  the  Soviet  Union  and  by  the 
accusation  by  the  Secretary  General 
of  the  President  of  the  United  States 
that  he  is  a  liar.  We  could  have  done 
something  about  that  tonight.  Yes.  we 
could  wait  until  it  is  perfect,  and 
indeed,  we  could  make  it  perfect  by 
dribbling  and  drabbling  along  for  a 
little  bit  longer  over  the  course  of 
time. 

But  we  could  have  done  something 
with  95  Senators  here.  We  could  have 
done  something  that  meant  something 
instead  of  sitting  here  talking  about 
how  heroically  we  detest  the  Sovet 
Union  for  their  behavior  in  the  Dani- 
loff case.  We  could  have  put  that  into 
action.  But  no,  the  minority  side  of 
the  aisle,  which  is  the  side  of  the  aisle 
that  directs  the  President  as  to  how  he 
must  and  must  not  negotiate  arms 
control  treaties  of  the  United  States, 
which  ties  his  hands  with  regard  to 
Asat  testing,  which  seeks  to  limit  the 
SDI,  which  seeks  to  limit  the  amount 
of  strategic  response  this  country  is 
capable  of  raising  against  the  Soviet 


threat,  which  seeks  in  every  single  way 
to  tie  the  hands  of  the  President,  has 
invited  by  their  actions  this  adventure 
on  the  part  of  the  Secretary  General. 

I  think  it  is  a  shame  that  there  is 
one  American  that  is  a  hostage  who 
has  been  the  target  of  all  this.  We 
could  have  done  something  tonight, 
Mr.  President,  but  we  chose  not  to.  We 
chose  not  to  by  an  objection  raised 
from  the  minority  side  of  the  aisle. 

I  think  that  that  level  of  Red-bash- 
ing that  we  have  heard  over  the  last 
few  weeks  is  just  that.  It  is  accompa- 
nied by  an  unwillingness  to  take  action 
that  all  of  us  could  have  collectively 
tonight.  I  regret  to  say,  it  was  not 
done  collectively,  by  the  objection  of 
one  person  on  the  minority  side  of  the 
aisle  we  have  not  been  able  to  do  that. 
It  is  a  pity. 

Daniloff  will  live  through  the  week- 
end but  he  might  have  taken  some 
heart  from  an  action  by  the  Senate 
that  sought  to  make  some  sense  out  of 
what  is  really  nonsense. 

Mr.  BYRD.  Mr.  President,  the  dis- 
tinguished Senator  from  Wyoming  has 
made  the  statement  that  the  objection 
was  made,  that  the  objection  of  the 
State  Department  was  the  reason  the 
objection  was  made  here.  I  did  not  say 
that.  I  did  not  say  I  was  objecting  be- 
cause the  State  Department  had  ad- 
vised that  the  action  on  this  resolution 
at  this  time  might  be,  probably  would 
be  counterproductive.  I  simply  stated 
that  as  a  fact  for  the  record,  the  fact 
being  that  I  have  been  informed  that 
the  State  Department  feels  that 
action  on  this  resolution  tonight 
would  be  very  counterproductive.  I  did 
not  say  that  was  the  reason  why  I  ob- 
jected. I  did  not  say  that. 

Mr.  WALLOP.  If  I  misspoke  on 
behalf  of  the  minority  leader,  certain- 
ly, I  am  sorry.  My  point  was  that  that 
was  not  a  point  that  was  raised  by  the 
distinguished  chairman  of  the  Foreign 
Relations  Committee.  I  would  have 
thought  that  had  that  been  of  major 
concern  to  him,  he  might  have  raised 
it  himself. 

Mr.  BYRD.  The  chairman  of  the 
Foreign  Relations  Committee,  Mr. 
LuGAR,  is  not  here  to  speak  for  him- 
self. 

Mr.  WALLOP.  Not  any  more,  but  he 
was  here  in  plenty  of  time  to  know  of 
the  existence  of  this  resolution  and  it 
was  not  he  who  raised  the  objection  to 
its  consideration. 

Mr.  BYRD.  It  was  made  clear  on  this 
side  of  the  aisle  by  the  distinguished 
ranking  member  of  the  Foreign  Rela- 
tions Committee  that  he  would  object. 

Mr.  WALLOP.  That  is  my  point. 

Mr.  BYRD.  Yes,  Mr.  President,  and  I 
am  making  the  point  that  when  the 
objection  was  just  made,  I  merely  said 
that  the  State  Department  was  op- 
posed to  this.  I  did  not  say  that  was 
the  reason  I  was  objecting. 
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Mr.  WALLOP.  I  did  not  mean  to 
imply  that  it  was  the  minority  leader 
who  was  in  fact  the  objecter.  He  was 
objecting  on  behalf  of  the  ranking 
member  of  the  Foreign  Relations 
Committee,  as  I  understand  it. 

Mr.  BYRD.  But  I  did  not  indicate 
the  Senator  on  whose  behalf  I  was  ob- 
jecting. 

D  0100 

Mr.  WALLOP.  True  enough,  but  I 
suggest  to  the  minority  leader  that 
none  of  us  need  guess. 

Mr.  BYRD.  Of  course  we  do  not 
need  to  guess.  The  distinguished  Sena- 
tor from  Rhode  Island  stood  on  his 
feet  and  openly  stated  he  was  object- 
ing. And  if  the  distinguished  Senator 
from  Wyoming  had  wanted  to  remon- 
strate at  that  time  or  debate  with  the 
distinguished  Senator  or  criticize  the 
distinguished  Senator,  the  distin- 
guished Senator  from  Wyoming  had 
his  opportunity  then.  At  this  point  the 
Senator  from  Rhode  Island  has  left 
the  floor. 

Mr.  WALLOP.  I  would  say  to  the  mi- 
nority leader  that  he  only  indicated 
that  he  would.  That  is  not  the  time  to 
debate  it.  The  time  to  debate  it  is 
when  he  does  it. 

Mr.  BYRD.  The  time  to  criticize  the 
Senator  is  whenever  he  does,  that  is 
right.  When  he  indicated  that  he 
would  object,  the  distinguished  major- 
ity leader  did  not  press  the  matter. 
And  so  I  agree  with  the  distinguished 
Senator  from  Wyoming:  the  time  to 
criticize  the  Senator  from  Rhode 
Island,  if  there  is  any  criticism  or  any 
debate  to  be  had,  is  whenever  he 
makes  this  objection.  He  simply  stated 
he  would  if  the  request  was  made.  The 
request  was  not  made. 


MEASURE  HELD  AT  DESK 

Mr.  SIMPSON.  Mr.  President,  after 
conferring  with  the  Democratic  leader 
on  various  matters,  I  ask  unanimous 
consent  that  S.  2840,  the  Stafford  su- 
perfund  bill,  be  held  at  the  desk  until 
the  close  of  business  Monday,  Septem- 
ber 22.  1986. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


SUPERFUND 


Mr.  STAFFORD.  Mr.  President.  I 
ask  unanimous  consent  that  at  such 
time  as  S.  2840.  as  passed  by  the 
Senate  is  also  passed  by  the  House  of 
Representatives,  the  Committee  on 
Environment  and  Public  Works  be  au- 
thorized to  print  as  a  committee  docu- 
ment the  statement  of  managers 
which  has  been  agreed  upon  by  the 
nontax  conferees  on  H.R.  2005.  I  fur- 
ther ask  unanimous  consent  that  the 
document  be  considered,  for  purposes 
of  construing,  interpreting,  clarifying, 
or  otherwise  explaining  the  legislative 
language  of  S.  2840  or  the  intent  un- 


derlying it,  the  relevant  legislative  his- 
tory. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


MEASURE  HELD  AT  DESK 

Mr.  SIMPSON.  Mr.  President,  I  ask 
unanimous  consent  that  once  the 
Senate  receives  from  the  House  H.R. 
4873.  to  authorize  certain  transfers  af- 
fecting the  Pueblo  at  Santa  Ana  in 
New  Mexico,  and  for  other  purposes,  it 
be  held  at  the  desk  pending  further 
disposition. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


MEASURES  PLACED  ON 
CALENDAR 

Mr.  SIMPSON.  I  ask  unanimous 
consent  that  House  Joint  Resolution 
732,  making  supplemental  appropria- 
tions to  the  Government  of  the  Philip- 
pines, be  placed  on  the  calendar. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  SIMPSON.  Mr.  President,  I  ask 
unanimous  consent  that  the  Labor 
Committee  be  discharged  from  further 
consideration  of  H.R.  4244,  dealing 
with  official  papers  of  Joseph  W. 
Martin,  and  that  it  be  placed  upon  the 
calendar. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered. 


VETERANS  CEMETERY  AT 
CLEVELAND.  OH 

Mr.  SIMPSON.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate 
now  turn  to  the  consideration  of  calen- 
dar item  908,  H.R.  4345  dealing  with  a 
national  cemetery  near  Cleveland,  OH. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered.  The  clerk  will  report. 

The  legislative  clerk  read  as  follows: 

A  bill  (H.R.  4345)  to  authorize  the  Admin- 
istrator of  Veterans  Affairs  to  establish  a 
national  cemetery  in  or  near  Cleveland, 
Ohio. 

The  Senate  proceeded  to  consider 
the  bill  which  had  been  reported  from 
the  Committee  on  Veterans'  Affairs, 
with  an  amendment  to  strike  out  all 
after  the  enacting  clause,  and  insert 
the  following: 

SPECIAL  1.  AITHORITY  TO  ESTABLISH  NATIONAL 
CEMETERIES. 

(a)  Authority.— The  authority  of  the  Ad- 
ministrator of  Veterans"  Affairs  under  chap- 
ter 24  of  title  38,  United  States  Code,  to  de- 
velop and  acquire  cemeteries  as  part  of  the 
National  Cemetery  System  includes,  but  is 
not  limited  to.  the  authority  to  establish  ad- 
ditional national  cemeteries  to  serve  the 
needs  of  veterans  and  their  families  in— 

(1)  San  Francisco,  California: 

(2)  Chicago,  Illinois: 

(3)  Cleveland,  Ohio: 

(4)  Pittsburgh,  Pennsylvania: 

(5)  Dallas/ Port  Worth.  Texas: 

(6)  Miami.  Florida: 


C7)  Seattle,  Washington: 

(8)  Atlanta,  Georgia: 

(9)  Phoenix /Tucson:  Arizona: 

(10)  Birmingham,  Alabama:  and 

(11)  and  other  State  in  which  a  national 
cemetery  is  not  available  for  the  burial  of 
veterans. 

(b)  Land  Acquisition.— The  Administra- 
tor may  acquire  land  necessary  for  a  ceme- 
tary  authorized  by  subsection  (a)  of  this  sec- 
tion by  donation,  purchase,  condemnation, 
exchange  of  lands  in  the  United  States 
public  domain,  or  otherwise. 

Mr.  SIMPSON.  Mr.  President,  I 
move  the  adoption  of  the  committee 
substitute. 

The  PRESIDING  OFFICER.  If 
there  be  no  further  amendment  to  be 
proposed,  the  question  is  on  agreeing 
to  the  committee  amendment  in  the 
nature  of  a  substitute. 

The  committee  amendment  was 
agreed  to. 

Mr.  CRANSTON.  Mr.  President,  as 
the  ranking  minority  member  of  the 
Committee  on  Veterans'  Affairs,  I  am 
pleased  to  rise  in  support  of  the  pend- 
ing measure,  H.R.  4345,  as  reported  by 
the  committee  with  an  amendment  in 
the  nature  of  a  substitute.  As  amend- 
ed, this  measure  would  restate  the  ad- 
ministrator of  Veterans'  Affairs'  au- 
thority to  establish  national  cemeter- 
ies in  10  areas  of  the  country  which 
have  been  identified  as  "most  in  need" 
of  new  cemeteries,  as  well  as  in  any 
State  where  there  is  no  open  National 
cemetery. 

The  committee's  amendment  to  this 
measure  was  derived  from  a  proposal 
Senator  DeConcini  and  I  made  based 
on  a  1984  draft  report  reassessing  the 
regional  cemetery  concept  in  connec- 
tion with  expansion  of  the  VA's  Na- 
tional Cemetery  System.  This  report 
identified  10  geographic  areas  "where 
establishment  of  an  appropriately 
sized  and  scoped  national  cemetery 
would  have  the  maximum  impact  on 
service  to  veterans  on  the  basis  of 
present  and  future  demographic  condi- 
tions." The  report  noted  that  these 
areas  "are  where  the  largest  number 
of  veterans  are  and  will  continue  to  be 
concentrated  within  an  area  that  can 
be  practically  served  by  an  open  na- 
tional cemetery."  Listed  in  order,  ac- 
cording to  the  size  of  the  veteran  pop- 
ulation involved,  these  areas  are: 

Northern  California,  Chicago,  IL, 
Cleveland,  OH,  Pittsburgh,  PA, 
Dallas/Fort  Worth.  TX.  Miami.  FL, 
Seattle,  WA,  Atlanta.  GA.  Phoenix/ 
Tucson,  AZ,  and  Birmingham,  AL. 

Thus,  Mr.  President,  the  reported 
bill  would  specify  that  the  authority 
of  the  Administrator  to  establish  na- 
tional cemeteries  includes  the  author- 
ity to  establish  national  cemeteries  in 
each  of  these  10  areas. 

Mr.  President.  I'm  delighted  to  note 
that  the  VA  is  already  taking  steps  to 
establish  a  new  national  cemetery  in 
northern  California  with  the  develop- 
ment of  a  site  in  Santa  Nella,  CA,  and. 
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as  a  result  of  my  efforts  in  urging  the 
VA  Administrator  to  expedite  that 
project,  the  VA  now  plans  to  have  that 
new  national  cemetery  in  operation 
before  the  end  of  1990— about  2  years 
before  initially  scheduled. 

In  addition,  in  recognition  of  the 
fact  that  there  are  currently  18  States 
without  open  national  cemeteries- 
only  3  of  which  are  represented  on  the 
list  of  10— and  that  a  number  of  other 
States  have  open  cemeteries  but  are 
not  expected  to  have  burial  space  in 
them  to  meet  the  demand  for  much 
more  than  5  years,  the  committee  bill 
would  similarly  specify  that  the  au- 
thority of  the  Administrator  to  estab- 
lish national  cemeteries  includes  the 
authority,  which  is  not  time  limited,  to 
establish  cemeteries  in  States  where 
there  is  no  burial  space  available  for 
veterans  and  their  families  in  a  nation- 
al cemetery. 

Mr.  President,  I  urge  the  Senate  to 
approve  the  pending  measure. 

Mr.  GLENN.  Mr.  President.  I  rise  to 
express  my  support  for  this  bill  which 
authorizes  the  Administrator  of  Veter- 
ans' Affairs  to  establish  national  ceme- 
teries in  certain  locations.  As  my  col- 
leagues may  be  aware,  this  bill  began 
as  a  House  initiative  to  authorize  the 
establishment  of  a  national  cemetery 
in  or  near  Cleveland,  OH.  and  it  is  to 
that  particular  authorization  that  I 
wish  to  address  my  remarks. 

With  the  virtual  completion  of  the 
regional  national  cemeteries,  questions 
are  already  being  raised  about  the  sys- 
tem's ability  to  meet  future  needs  for 
reasonably  accessible  burial  space  for 
eligible  deceased  veterans.  Interments 
in  national  cemeteries  are  increasing 
each  year,  and  the  projected  peak 
period  will  be  between  the  years  2000 
and  2015,  when  the  number  of  veter- 
ans age  65  and  older  will  increase  from 
about  4  million  to  about  9  million. 

The  Veterans'  Administration  has  al- 
ready identified  the  10  areas  of  the 
country  most  in  need  of  a  national 
cemetery,  and  Cleveland  is  at  or  very 
near  the  top  of  that  list.  The  Cleve- 
land area  has  a  veteran  population  of 
over  790,000  and  the  establishment  of 
a  national  cemetery  there  could  pro- 
vide burial  for  nearly  8  percent  of  our 
Nation's  veterans  who  are  presently 
unserved  by  a  national  cemetery.  The 
closest  regional  cemetery  to  Cleveland 
is  at  Port  Custer,  MI,  a  long  257  miles 
away;  to  date  there  are  only  two  Ohio 
veterans  buried  in  that  cemetery. 
Ohio's  only  open  national  cemetery,  in 
Dayton,  is  projected  to  close  in  the 
year  2001. 

I  recognize  that  the  Veterans'  Af- 
fairs Committee's  report  calls  atten- 
tion to  pending  legislation  which  re- 
quires reports  from  the  VA  on  the 
future  of  the  National  Cemetery 
System.  I  have  no  problem  with  those 
reports,  but  I  need  no  study  to  tell  me 
a  veterans'  cemetery  is  needed  in  the 
Cleveland    area.    People    should    not 


have  to  drive  over  250  miles  to  honor 
and  bury  their  loved  ones  who  have 
served  their  country. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  engrossment  of  the 
committee  amendment  and  third  read- 
ing of  the  bill. 

The  amendment  was  ordered  to  be 
engrossed,  and  the  bill  to  be  read  a 
third  time. 

The  bill  was  read  a  third  time. 

The  PRESIDING  OFFICER.  The 
bill  having  read  the  third  time,  the 
question  is.  Shall  it  Pass? 

So  the  bill  (H.R.  4345)  was  passed. 

Mr.  SIMPSON.  I  move  to  reconsider 
the  vote  by  which  the  bill  was  passed. 

Mr.  BYRD.  Mr.  President,  I  move  to 
lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

The  title  was  amended  so  as  to  read: 
"An  Act  to  authorize  the  Administra- 
tor of  Veterans'  Affairs  to  establish 
national  cemeteries  in  certain  loca- 
tions." 


ORDER  FOR  H.R.  4754  TO  BE 
HELD  AT  THE  DESK 

Mr.  SIMPSON.  Mr.  President,  I  ask 
unanimous  consent  that  when  the 
Senate  receives  from  the  House  H.R. 
4754,  dealing  with  the  appointment  of 
Commissioner  of  Food  and  Drugs,  it  be 
held  at  the  desk  pending  further  dis- 
position. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ORDERS  FOR  MONDAY, 
SEPTEMBER  22,  1986 

ORDER  FOR  RECESS 

Mr.  SIMPSON.  Mr.  President,  I  ask 
unanimous  consent  that  when  the 
Senate  completes  its  business  today,  it 
stand  in  recess  until  12  noon  on 
Monday,  September  22,  1986. 

ORDER  FOR  RECOGNITION  OF  CERTAIN  SENATORS 

Mr.  President.  I  ask  unanimous  con- 
sent that  following  the  recognition  of 
the  two  leaders  on  Monday  under  the 
standing  order,  the  following  Senators 
be  recognized  for  special  orders,  for 
not  to  exceed  5  minutes  each:  Senators 
Cochran,  Proxmire.  Pressler.  and 
Chiles. 

ORDER  FOR  ROUTINE  MORNING  BUSINESS 

Mr.  President,  I  ask  unanimous  con- 
sent that  following  the  special  orders 
just  identified,  there  be  a  period  for 
the  transaction  of  routine  morning 
business,  not  to  extend  beyond  1  p.m., 
with  Senators  permitted  to  speak 
therein  for  not  more  than  5  minutes. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


the  consideration  of  a  motion  to  pro- 
ceed to  the  product  liability  measure. 

Rollcall  votes  will  not  occur  during 
Monday's  session. 

I  believe  the  majority  leader  has  in- 
dicated that  next  week  there  will  be 
some  vigorous  nighttime  activity,  in 
order  that  we  might  conclude  our  ef- 
forts on  October  3,  toward  ajoum- 
ment,  and  let  our  colleagues  be  aware 
of  that  schedule. 

Does  the  Democratic  leader  have 
any  further  business? 

Mr.  BYRD.  Mr.  President.  I  thank 
the  distinguished  acting  Republican 
leader.  I  have  no  further  business. 

I  would  like  at  this  point,  however, 
to  wish  him  a  restful  and  enjoyable 
weekend  with  his  nice  family.  I  look 
forward  to  seeing  him  on  Monday 
next,  the  good  Lord  willing. 

Mr.  SIMPSON.  I  thank  the  Demo- 
cratic leader.  It  is  not  quite  morning  in 
the  Rockies  yet,  but  I  do  reciprocate 
the  Senator's  comments  and  his  kind- 
ness. 


RECESS  UNTIL  MONDAY 
SEPTEMBER  22,  1986 

Mr.  SIMPSON.  Mr.  President,  there 
being  no  further  business  to  come 
before  the  Senate,  I  move,  in  accord- 
ance with  the  previous  order,  that  the 
Senate  stand  in  recess. 

The  motion  was  agreed  to.  and  at 
1:06  a.m.,  Saturday,  September  20,  the 
Senate  recessed  until  Monday,  Sep- 
tember 22,  1986,  at  12  noon. 


PROGRAM 

Mr.  SIMPSON.  Mr.  President,  at  1 
p.m.  on  Monday,  it  will  be  the  inten- 
tion of  the  majority  leader  to  turn  to 


NOMINATIONS 

Executive   nominations   received  by 
the  Senate  September  19,  1986: 
Department  of  State 

Everett  Ellis  Briggs.  of  New  Hampshire,  .a 
career  member  of  the  Senior  Foreign  Serv- 
ice, class  of  minister-counselor,  to  be  Ambas- 
sador Extraordinary  and  Plenipotentiary  of 
the  United  States  of  America  to  the  Repub- 
lic of  Honduras. 

Theodore  E.  Gildred.  of  California,  to  be 
Ambassador  Extraordinary  and  Plenipoten- 
tiary of  the  United  States  of  America  to 
Argentina. 

Donald  K.  Petterson,  of  California,  a 
career  member  of  the  Senior  Foreign  Ser\'- 
ice,  class  of  minister-counselor,  to  be  Ambas- 
sador Extraordinary  and  Plenipotentiary  of 
the  United  States  of  America  to  the  United 
Republic  of  Tanzania. 

Walter  Edward  Stadtler,  of  New  York,  a 
career  member  of  the  Senior  Foreign  Serv- 
ice, class  of  minister-counselor,  to  be  Ambas- 
sador Extraordinary  and  Plenipotentiary  of 
the  United  States  of  America  to  the  Peo- 
ple's Republic  of  Benin. 

United  Nations 

The  following-named  persons  to  be  repre- 
sentatives and  alternate  representatives  of 
the  United  States  of  America  to  the  41st 
session  of  the  General  Assembly  of  the 
United  Nations: 

Representatives: 

Vernon  A.  Walters,  of  Florida. 

Herbert  Stuart  Okun,  of  the  District  of 
Columbia. 
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Thomas  F.  Eagleton,  U.S.  Senator  from 
the  State  of  Missouri. 

Larry  Pressler.  U.S.  Senator  from  the 
State  of  South  Dakota. 

Helen  Marie  Taylor,  of  Virginia. 

Alternate  representatives: 

Patricia  Mary  Byrne,  of  Ohio. 

Hugh  Montgomery,  of  Virginia. 

Joseph  Verner  Reed,  of  New  York. 

John  Kerry.  U.S.  Senator  from  the  State 
of  Massachusetts. 

Paul  S.  Trible,  Jr..  U.S.  Senator  from  the 
State  of  Virginia. 


Department  of  State 
Paul  A.  Russo,  of  Virginia,  to  be  Ambassa- 
dor Extraordinary  and  Plenipotentiary  of 
the  United  States  of  America  to  Barbados, 
and  to  serve  concurrently  and  without  addi- 
tional compensation  as  Ambassador  Ex- 
traordinary and  Plenipotenitary  of  the 
United  States  of  America  to  the  Common- 
wealth of  Dominica.  Ambassador  Extraordi- 
nary and  Plenipotentiary  of  the  United 
States  of  America  to  Saint  Lucia,  Ambassa- 
dor Extraordinary  and  Plenipotentiary  of 
the  United  States  of  America  to  Saint  Vin- 


cent and  the  Grenadines,  Ambassador  Ex- 
traordinary and  Plenipotentiary  of  the 
United  States  of  America  to  Antigua  and 
Barbuda,  and  Ambassador  Extraordinary 
and  Plenipotentiary  of  the  United  States  of 
America  to  St.  Christopher  and  Nevis. 

United  Nations 
Noel  Gross,  of  New  Jersey,  to  be  an  alter- 
nate representative  of  the  United  States  of 
America  to  the  41st  session  of  the  General 
Assembly  of  the  United  Nations. 


PT 
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HON.  PHILIP  M.  CRANE 

OF  ILLINOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  CRANE.  Mr.  Speaker,  in  1980,  67  per- 
cent of  the  Chilean  people  voted  in  favor  of  a 
new  Constitution.  This  Constitution  provides 
that  democracy  will  be  restored  and  elections 
will  be  held  in  1989.  Thus  by  1989,  Chile,  too, 
will  join  the  growing  number  of  Latin  American 
countries  that  have  successfully  made  a 
peaceful  transition  back  to  democracy.  But 
this  doesn't  seem  to  be  good  enough  for 
Chile's  critics.  Many  of  them  demand  democ- 
racy immediately,  and  In  their  haste  to  force 
Chile  to  acquiesce,  they  threaten  sanctions 
and  embargoes  to  speed  up  the  process.  This 
is  particulariy  alarming  in  light  of  the  recent 
terrorist  developments  in  Chile. 

The  assassination  attempt  on  General  Pino- 
chet, coupled  with  the  huge  weapons  caches 
uncovered  thus  far,  are  clear  indications  of 
what  the  Communist  opposition  has  in  mind 
for  the  future  of  Chile.  The  outlawed  Commu- 
nist Party,  still  considered  to  be  the  second 
largest  in  the  country,  maintains  close  ties 
with  the  Soviet  leadership  and  has  publicly  en- 
dorsed the  use  of  violence  as  a  means  of  de- 
feating the  Pinochet  regime.  Knowing  that 
they  will  be  unable  to  win  support  with  ballots, 
they  have  chosen  bullets  instead.  Before  Con- 
gress acquiesces  in  this  violent  takeover,  I 
urge  my  colleagues  to  read  the  following  arti- 
cle on  the  last  2  years  of  the  Allende  regime. 
Perhaps  then,  even  the  most  ardent  critics  will 
understand  why  the  people  of  Chile  do  not 
want  to  be  enslaved  by  a  repressive  Commu- 
nist regime  again. 

Reviewed  by  Alvin  Bernstein  in  Commentary 
magazine,  "The  Last  2  Years  of  Salvador  Al- 
lende" was  written  by  the  U.S.  Ambassador  to 
Chile  who  served  from  1971  to  1973.  Nathan- 
iel Davis,  our  Ambassador  to  Chile  when  the 
coup  occurred  that  toppled  Salvador  Allende, 
provides  a  firsthand  account  of  Chile  under 
Communist  control.  I  commend  it  to  my  col- 
leagues attention.  The  Bernstein  review  fol- 
lows: 

The  Last  2  Years  of  Salvador  Allende 

(By  Nathaniel  Davis,  Reviewed  by  Alvln  H. 

Bernstein) 

This  past  March,  after  Ferdinand  Marcos 
left  the  Philippines.  President  Reagan  dis- 
patched a  message  to  Congress  declaring  his 
opposition  to  right  as  well  as  left-wing  tyr- 
annies. He  followed  it  with  an  unprecedent- 
ed step,  sponsoring  a  condemnation  of 
Chile's  military  regime  before  the  United 
Nations  Commission  on  Human  Rights. 
Though  the  White  House  publicly  denied  it. 
this  represented  a  substantial  change  in 
policy.  Donald  Regan.  White  House  Chief  of 
Staff,  later  underlined  the  President's  mes- 
sage when  he  was  asked  on  television  if  the 


U.S.  intended  to  topple  General  Pinochet's 
government  'Not  at  this  moment,  no. "  he 
replied. 

Nathaniel  Davis  was  the  U.S.  Ambassador 
to  Chile  from  1971  to  1973.  when  the  coup 
occurred  that  toppled  Salvador  Allende  and 
resulted  in  his  violent  death.  He  was  there- 
fore present  at  the  creation  of  the  military 
regime  that  is  now  proving  an  embarrass- 
ment to  the  Reagan  administration.  His  po- 
litical memoir  is  a  conscientious,  detailed, 
and  informative  account  of  Allende's  presi- 
dency, his  fall,  and  the  U.S.  role  in  both.  As 
an  apologia  pro  vita  sua  of  sorts,  it  also  re- 
flects Davis'  determined  quest  to  find  out 
what  really  happened  in  Chile  while  he  was 
the  U.S.  Ambassador  there.  In  the  process, 
Davis  provides  insights  into  the  nature  of 
Chilean  politics  that  ought  to  be  useful  to 
contemporary  policymakers  now  struggling 
publicly  with  the  dilemma  of  Pinochet's 
Chile. 

Davis  argues,  in  brief,  that  the  fall  of  the 
Allende  government  owed  little  or  nothing 
to  U.S.  actions.  The  Chilean  economy  col- 
lapsed more  because  of  the  regime's  mishan- 
dling of  it  than  because  of  any  campaign  by 
the  U.S.  government  and  the  multinational 
corporations.  What  is  more,  Davis  says,  the 
1973  coup  was  an  exclusively  Chilean  affair 
and  Allende  was  not  murdered  but  commit- 
ted suicide. 

Davis  has  a  hard  row  to  hoe  in  making  his 
case,  after  the  1975  revelations  of  the 
Church  Committee  about  the  pre-accession 
shenanigans  on  the  part  of  the  U.S.  (These 
had  included  not  only  a  plan,  rejected  by 
Davis's  predecessor  Edward  Kerry,  to  bribe 
Chilean  Congressmen,  but  also  the  botched 
kidnapping  of  the  army's  commander-in- 
chief,  an  inconveniently  strict  constitution- 
alist, which  resulted  in  his  being  mortally 
wounded.  Three  submachine  guns  were 
smuggled  into  the  country  for  the  kidnap- 
ping via  the  U.S.  diplomatic  pouch.)  Despite 
the  back-drop,  however,  few  fair-minded 
readers  will  come  away  from  The  Last  Two 
Years  of  Salvador  Allende  without  knowing 
that  they  have  just  spent  their  hours  with  a 
truthful  man.  This  is  not  just  because  the 
author's  straightforward  integrity  touches 
every  page  but  alsg  because  his  analysis  of 
what  really  happened  in  Chile  between  the 
autumns  of  1971  and  1973  has  real  consist- 
ency. 

It  reveals  three  constants.  One  is  the  U.S. 
desire  to  appear  clean.  Immediately  after 
Allende's  inauguration,  the  National  Securi- 
ty Council  directed  that  the  U.S.  pursue 
policies  designed  to  hurt  the  Chilean  econo- 
my, prevent  Allende  from  consolidating  his 
grip  on  the  country,  and  limit  his  ability  to 
act  against  U.S.  interests.  At  the  same  time, 
it  insisted  that  the  U.S.  maintain  a  correct 
public  posture  to  avoid  providing  Allende 
with  an  external  target.  As  is  often  the  case, 
the  wish  to  appear  honest,  together  with 
the  lack  of  any  effective  options  but  the 
dire  and  dangerous,  limited  what  could  be 
done  behind  the  scenes.  The  second  con- 
stant is  the  Chileans'  idea  of  acceptable  po- 
litical behavior.  These  pages  draw  for  us  a 
cumulatively  striking  portrait  of  a  people 
whose  independence  and  parliamentary  tra- 
ditions made  them  shrink  instinctively  from 


violating  constitutional  rules.  At  every  turn 
men  would  appear  who  followed  those  rules 
in  preference  to  parochial  self-interest.  The 
third  constant  is  the  steady  aversion  of  the 
Ambassador  himself  to  "dirty  tricks".  These 
three  inhibitions  set  the  parameters  within 
which  those  who  wished  to  see  a  Chile  with- 
out Allende  could  operate. 

How  much  of  what  happened  to  the  Chile- 
an economy  during  Allende's  presidency  can 
be  laid  at  the  door  of  the  U.S..  either  gov- 
ernment or  corporations,  acting  openly  or 
secretly?  The  economy  did  not  begin 
screaming  the  first  year,  as  President  Nixon 
wanted,  though  it  did  whine  a  bit.  This  was 
certainly  not  the  CIAs  doing,  however. 
Davis  shows  in  detail  how  circumstance,  to- 
gether with  domestic  mismanagement  of  a 
morass  of  financial  problems  caused  by  the 
regimes  political  composition  and  its  Marx- 
ist economic  policies,  resulted  in  economic 
and,  eventually  political  collapse. 

In  the  early  days,  when  the  rich  began 
fleeing  the  country,  taking  their  money 
with  them,  and  stocks  slid  along  with  sales 
of  some  durable  goods,  while  the  black 
market  expanded,  the  Marxist  government 
countered  with  some  vigorous  Keynesian 
pump-priming.  This  quick  fix.  together  with 
establishment  of  a  rural  dole  and  initiation 
of  a  land-reform  program,  did  help  for  a 
time.  By  September  1971.  though,  the  infla- 
tion rate,  running  until  then  at  a  steady  15 
percent,  started  to  accelerate.  Job  creation 
ironically  caused  labor  discipline  to  sag  and 
in  July  the  coal  miners,  railroad  workers, 
and  copper  miners  went  on  strike.  These 
strains,  as  well  as  a  one-third  drop  in  the 
world  demand  for  copper  during  1971  and 
the  government's  spending  spree,  meant 
that  by  November  nothing  remained  of  the 
$350  to  $450  million  in  foreign  reserves  that 
Allende  had  inherited  from  the  years  of 
high  copper  prices.  The  government  there- 
fore resorted  to  a  drastic  exp)edient;  it  de- 
clared a  moratorium  on  its  interest  pay- 
ments on  the  national  debt. 

At  the  heart  of  these  problems  lay  nation- 
alization. Used  as  a  political  tool  by  the  so- 
cialist ideologues  in  Allende's  coalition,  who 
wanted  to  destroy  private  enterprise  and 
the  forces  of  reaction,  it  ravaged  private 
business  and  industry.  Forced  into  bank- 
ruptcy by  price  and  credit  controls,  these 
then  fell  cheaply  into  the  hands  of  the 
state.  What  is  more,  the  expropriated  indus- 
tries, once  nationalized,  were  mismanaged 
by  administrators  appointed  for  political 
reasons  in  a  crony  socialism  at  least  as  inef- 
ficient as  its  capitalist  counterpart.  The  rad- 
ical Left  continued  to  press  for  nationaliza- 
tion even  when  it  meant  economic  decline 
and.  soon,  political  disorder.  Within  seven 
weeks  of  taking  office,  Allende  had  pro- 
posed a  constitutional  amendment  to  na- 
tionalize all  of  Chile's  mines  and  on  July  11. 
1971.  the  Congress  unanimously  adopted  his 
proposal.  It  provided  for  compensation 
within  thirty  years  at  not  less  than  3-per- 
cent interest.  But  the  President  could,  and 
on  September  28  did.  decide  that  profits 
since  1955  had  been  excessive,  despite  the 
fact  that  the  corporations  had  faithfully 
obeyed  the  laws  of  this  democratic  land.  On 
October  11.  a  week  after  Davis  was  sworn  in 


•  This  "bullet"  symbol  identifies  statements  or  insertions  which  are  not  spoken  by  a  Member  of  the  Senate  on  the  floor. 
Matter  set  in  this  typeface  indicates  words  inserted  or  appended,  rather  than  spoken,  by  a  Member  of  the  House  on  the  floor. 
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as  new  Ambassador,  the  Chilean  Comptrol- 
ler announced  that  Kennecott  and  Anacon- 
da would  get  no  compensation  at  all  for 
their  huge  mines. 

By  the  beginning  of  1972.  therefore,  the 
new  government  had  shaken  international 
confidence  with  its  moratorium  on  national- 
debt  payments,  created  irreconcilable  dis- 
agreements with  the  U.S.  over  its  national- 
ization-without-compensation.  and  begun  to 
alienate  even  its  own  electorate  through  the 
domestic  effects  of  its  policies.  In  the  by- 
elections,  candidates  of  Unidad  Popular  (the 
leftist  coalition  headed  by  Allende)  suffered 
substantial  defeats.  Inflation  was  negating 
higher  wages,  there  were  shortages  in  goods, 
land  reform  was  making  less  progress  than 
under  the  former  government  of  the  Chris- 
tian Democrats,  private  industry  was  col- 
lapsing, and  the  nationalized  sector  was  fall- 
ing increasingly  into  the  red.  The  national 
deficit  expanded  and  the  tax  base  shrank 
while  the  government  frantically  printed 
money  in  an  attempt  to  control  the  political 
consequences  of  its  economic  policies.  These 
worsened  through  1972  as  the  inflation  rate 
first  doubled  (in  August),  then  jumped  an- 
other 50  percent  (in  September),  bringing 
the  official  increase  in  the  consumer-price 
index  to  100  percent  for  the  first  nine 
months  of  1972.  Riots  and  further  strikes 
broke  out.  including  a  particularly  violent 
and  costly  one  by  the  nation's  truckers. 

This  mess  was  not  the  fault  of  the  U.S.  At 
the  UN  later.  Allende  would  blast  ITT  for 
having  tried  to  prevent  his  inauguration, 
which  was  true,  and  accuse  the  murination- 
al  corporations  generally  of  attempting  to 
undermine  his  economy.  This  was  le.ss  fair, 
for  they  could  legitimately  protest  that 
they  had  not  set  out  to  do  so.  but  rather 
had  been  forced  to  respond  to  the  govern- 
ment's mismanagement.  The  bankers,  too. 
had  cut  but  not  eliminated  credit  to  the 
country  because  Allende  had  stopped  servic- 
ing the  national  debt.  His  own  action  had 
increased  the  risk  of  lending  capital  to  a 
regime  that  was  weakening  its  economy  by 
refusing  to  pay  compensation  to  the  private 
industries  it  was  forcibly  nationalizing.  The 
startling  fact  is  that,  in  April  1972.  U.S. 
policy-makers,  more  concerned  with  their 
image  than  with  destabilizing  Chile's  econo- 
my, gave  the  country  $200  million  in  relief 
from  its  creditors.  Indeed,  it  received  more 
disbursements  from  public  international 
sources  under  the  Unidad  Popular  regime 
than  in  any  comparable  period  of  its  histo- 
ry. As  a  result  of  all  this  help,  by  September 
1973  when  the  coup  came.  Allende's  Chile 
was  running  the  highest  per-capila  debt  in 
the  world. 

The  U.S.  did  not  need  to  intervene  to 
weaken  Allende's  position.  In  November  of 
1972  he  himself  made  it  obvious  how  wor- 
ried he  was  about  the  economic  and  political 
situation  by  inviting  three  military  men  into 
his  cabinet.  One.  the  Commander-in-Chief 
of  the  Army.  "General  Carlos  Prats  Gon- 
zales, he  made  Minister  of  the  Interior.  This 
man  was  another  strict  constitutionalist 
who  was  reluctant  to  s<e  himself  and  his 
colleagues  from  the  other  services  drawn 
into  the  political  arena.  Their  entry  seemed 
necessary  to  hold  the  country  together  and 
Prats  ended  the  truckers'  strike  by  promis- 
ing not  to  nationalize  the  industry.  Given 
the  Marxist  direction  in  which  the  govern- 
ment was  moving,  these  actions  were  at  best 
cosmetic.  Allende's  invitation  to  the  officer 
corps  to  play  a  political  role  probably  result- 
ed, as  Davis  suggests,  in  overcoming  the 
military's  natural  inhibition  against  involve- 
ment in  any  coup. 
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On  the  economic  front.  Allende  was  doing 
no  better.  He  wanted  another  quick  fix  and 
the  future  appeared  to  depend  on  what  the 
Communist  world  might  do  for  Chile.  He 
had  announced  in  July  that  he  intended  to 
turn  to  Eastern  Europe  for  loans.  At  the 
end  of  November,  leaving  Prats  in  charge, 
he  set  off  for  Moscow,  stopping  on  the  way 
in  Algeria  to  declare  his  support  for  the 
PLO.  Even  this  avowal  did  not  help  him 
secure  the  $500  million  dollars  in  hard  cur- 
rency that  he  sought  to  shore  up  his  crum- 
bling economy.  The  Soviets,  ever  cautious 
about  their  investments  and  entanglements, 
advised  him  to  seek  an  accommodation  with 
the  U.S.  on  the  issue  of  copper  compensa- 
tion and  offered  him  $200  million  in  credits, 
not  cash.  They  evidently  questioned  Chile's 
future  and.  while  they  were  willing  to  help, 
they  were  not  about  to  pick  up  the  tab. 

The  leftist  ideologues  in  his  government 
now  added  to  Allende's  difficulties.  They 
had  Chile  openly  tilting  toward  East  Euro- 
pean educational  models  in  ways  that  could 
not  po-ssibly  have  been  pinned  on  any  U.S. 
efforts  to  destabilize.  A  reform  "to  inculcate 
the  values  of  socialist  humanism"  in  the 
schools  brought  the  Catholic  Church  into 
the  fray  for  the  first  time,  as  it  loo  joined 
the  opposition  and  began  to  thunder  against 
the  regime.  In  the  March  by-elections  the 
opposition  parties  registered  56  percent  of 
the  vote,  less  than  the  two-thirds  required 
for  impeachment  proceedings  but  enough  to 
convince  the  military  members  of  the  cabi- 
net to  leave  the  government. 

Tension  had  now  risen  so  high  on  so  many 
fronts  that  some  eruption  of  violence 
seemed  inevitable,  even  in  Chile,  the  long- 
standing democracy  deeply  committed  to 
con-stitutionalist  ways.  More  and  more 
people,  the  Christian  Democrats  among 
them,  were  coming  to  believe  that  their 
problems  could  not  be  settled  at  the  polls. 
The  movement  to  launch  a  coup  spread  very 
gradually  through  the  military,  beginning 
among  officers  al  tlie  colonel  level  and  later 
being  taken  seriously  by  the  generals  and 
admirals.  While  economic  and  political 
grievances  played  their  part,  the  driving 
force  was  fear.  After  the  march  elections, 
the  military  watched  with  growing  appre- 
hension the  increased  flow  of  arms  from 
Cuba  and  Eastern  Europe  to  the  leftist 
paramilitary  forces  in  areas  of  Chile  in 
effect  controlled  by  the  extreme  left  wing, 
not  the  government;  parts  of  the  country- 
side, shantytowns  organized  into  militarized 
hamlets,  and  the  worker-ruled  industrial 
belts.  Seeing  their  enemies  grow  stronger, 
the  armed  forces  concluded  that  time  was 
against  them. 

Events  that  summer  removed  the  consti- 
tutional obstacles  to  military  action.  The 
Chamber  of  Deputies  declared  that  Allende 
was  acting  outside  the  law  and  seeking  total 
power.  Before  the  end  of  August,  the  Con- 
gress and  the  Supreme  Court  had  repudiat- 
ed Unidad  Popular  s  claim  to  legality.  Pol- 
lowing  the  lead  of  their  civilian  colleages. 
the  military  also  began  distancing  them- 
selves from  Allende's  regime.  On  August  23 
the  generals  expressed  their  dissatisfaction 
with  the  government  in  a  vote  of  no-confi- 
dence against  their  commander-in-chief. 
General  Prats,  whom  they  saw  as  having 
joined  the  other  side.  Prats  resigned  and 
was  replaced  immediately  by  his  deputy. 
General  Augusto  Pinochet. 

Allende's  political  and  economic  troubles, 
inextricably  entangled,  came  to  a  head 
during  the  first  week  of  September.  A 
second  costly  and  violent  truckers'  strike 
had  broken  out  in  late  July,  and  now  the 
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taxi  drivers  came  out  too.  along  with  most 
professionals  and  about  125,000  shopkeep- 
ers. In  a  last-ditch  effort  to  hang  onto  the 
reins,  Allende  decided  privately  to  have  a 
national  plebiscite.  On  September  9.  that 
expedient,  if  ever  it  could  have  worked,  was 
compromised  by  a  speech  delivered  by  the 
Secretary  General  of  Allende's  own  Socialist 
party.  Carlos  Altamirano  Orrego,  in  which 
he  denounced  the  forces  of  reaction,  refused 
to  deal  with  them,  and  threatened  to  de- 
stroy them  with  "the  force  of  the  people, 
their  industrial  commands,  their  peasant 
councils,  their  organization."  Until  that 
moment  there  were  still  those  among  the 
senior  officer  corps  who  were  dragging  their 
heels;  despite  his  subsequent  denials,  evi- 
dence from  impartial  sources  reveals  that 
General  Pinochet  was  one  of  them.  The 
speech,  however,  confirmed  the  military's 
worst  fears  and  that  very  day  they  sched- 
uled their  coup  for  September  11.  In  the 
early  morning  hours,  while  working  on  the 
speech  that  would  announce  the  plebiscite 
he  hoped  would  save  him,  Allende  received 
word  that  the  coup  had  begun. 

Prom  9;30  a.m.,  first  with  guns,  then  with 
tanks,  the  armed  forces  attacked  the 
Moneda  Palace.  The  first  aerial  assault,  just 
before  noon,  made  further  resistance  impos- 
sible. The  alternatives  were  surrender  or 
death.  One  of  the  doctors  in  the  Presidents 
entourage,  describes  how  Allende,  as  he 
walked  in  the  final  procession  leaving  the 
Moneda  to  surrender,  withdrew  to  a  sepa- 
rate room,  placed  under  his  chin  the  muzzle 
of  an  automatic  rifle  given  him  by  Fidel 
Castro,  and  blew  out  his  brains. 

Within  days  of  Allende's  suicide,  the  Left 
invented  and  spread  abroad  the  story  that 
the  military  had  murdered  him.  Despite  her 
early  statements  to  the  contrary,  his  wife 
eventually  joined  their  ranks,  as  did  Fidel 
Castro.  The  media  helped  weave  a  tangled 
web  of  fact  and  fiction  that  reinforced  the 
tale.  With  the  attention  to  detail  of  a  classi- 
cal philologist,  Davis  traces  the  origins  and 
course  of  this  fabrication  and  makes  as  con- 
vincing a  case  as  possible  that  the  doctor's 
version  of  events  is  correct.  He  labors  to  re- 
construct reality  from  the  available  evi- 
dence but  he  labors  at  a  disadvantage.  The 
carefully  reassembled  jigsaw  puzzle  he 
places  before  his  reader  lacks  a  central 
piece:  Allende's  body  was  buried  the  day 
after  the  coup  and  none  of  the  twenty-seven 
photographs  taken  of  it  has  ever  been  made 
public. 

Does  Davis  convince  us  also  of  his  view 
that  the  U.S.  played  no  real  role  in  this 
coup?  After  thorough  digging,  he  and  the 
Church  Committee  were  able  to  unearth 
only  one  attempt  at  "dirty  tricks  '  during  his 
ambassadorship.  It  began  just  before  his  ar- 
rival, but  came  to  fruition  while  he  was  in 
office  withour  his  knowledge.  CIA  officers 
in  Santiago  sent  documents,  including  a 
forged  letter,  to  a  Chilean  officer  outside 
the  country  in  a  attempt  to  convince  the 
military  that  the  police  investigative  forces 
were  in  league  with  the  Cubans  against 
them.  The  effects  of  this  operation  are  not 
traceable,  but  both  the  Committee  and 
Davis  seem  satisfied  that  it  was  the  last  of 
its  kind. 

The  covert  measures  Ambassador  Davis 
permitted  consisted  solely  of  funneling 
some  $2  million  a  year  to  the  moderate  op- 
position (mostly  the  Christian  Democrats 
and  the  National  party)  and  to  the  free 
press.  He  thought  it  justified  to  work  cov- 
ertly to  keep  Chile  an  open  society  but  drew 
the  line  at  underhanded  operations  de- 
signed to  destabilize  or  disrupt  it.  Even  the 
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reader  who  instinctively  believes  that  the 
U.S.  should  not  bribe  Congressmen,  inspire 
violent  kidnappings,  or  deceive  its  friends  in 
a  foreign  country  comes  away  from  this 
book  wondering  whether  Davis  should  not 
have  been  more  troubled  by  the  prospect  of 
Allende,  unimpeded,  consolidating  his  Marx- 
ist grip  on  the  country. 

The  Ambassador  derides  President 
Nixon's  concern  over  the  geopolitical  impor- 
tance of  having  a  second  Cuba  in  Latin 
America.  Apparently  Nixon  took  seriously 
the  warning  of  an  Italian  businessman  that 
Allende's  victory  would  mean  a  "red  sand- 
wich" between  Chile  and  Cuba.  On  hearing 
this,  Davis  quips,  "It  would  have  been  quite 
a  Dagwood  Special:  four  thousand  miles  of 
heterogeneous  societies  and  regimes  would 
lie  between  those  two  slabs  of  Marxist  pum- 
pernickel"—a  good  line  but  not  an  adequate 
response  to  the  legitimate,  long-term  securi- 
ty concerns  of  the  U.S,  and  its  regional 
allies. 

It  would  be  more  difficult  for  Davis  to 
take  the  moral  position  he  does  against 
covert  intervention  in  Chile  if  the  Chilean 
military  had  not  acted  and  a  Marxist  regime 
with  ties  to  the  Soviet  bloc  were  now  operat- 
ing in  South  America.  What  that  part  of  the 
world  would  look  like  at  this  point  is  of 
course  a  matter  of  speculation,  but  Davis 
never  confronts  the  issue.  An  elected  Com- 
munist president  in  the  U.S.  sphere  of  influ- 
ence (even  one  elected  by  only  a  third  of  his 
countrymen)  is  the  nightmare  of  any  believ- 
er in  democracy.  The  perennial  problem  of 
how  clean  you  can  keep  your  hands  in  a 
dirty  world  endures  because  statesmen  and 
administrators  have  a  moral  obligation  to 
preserve  our  interests  abroad,  as  well  as  to 
remain  true  to  our  domestic  principles. 


GOOD  SOLDIERS  IN  THE  WAR 
ON  DRUGS 


HON.  DON  EDWARDS 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday.  September  18,  1986 

Mr.  EDWARDS  of  California.  Mr.  Speaker, 
that  nationally  renowned  scholar  of  constitu- 
tional law,  the  distinguished  Art  Buchwald,  de- 
fends with  eloquence  the  House-passed  omni- 
bus bill  in  his  learned  article  of  sieptember  18, 
1986. 

I  am  reprinting  It  in  the  Congressional 
Record  to  comfort  those  who  supported  the 
bill. 

(From  the  Washington  Post,  Sept.  18,  1986] 

Good  Soldiers  in  the  War  on  Drugs 

(By  Art  Buchwald) 

The  United  States  is  celebrating  the  200th 
anniversary  of  the  Constitution.  As  part  of 
the  ceremonies,  the  House  of  Representa- 
tives just  passed  a  bill  that  would  require 
the  armed  forces  to  become  involved  in  bat- 
tling drugs  in  this  country. 

It's  been  a  long  time  since  the  military  has 
been  assigned  a  role  in  keeping  domestic 
order,  and  I  for  one  am  glad  we  finally  are 
going  to  use  them  for  what  they  are  trained 
to  do— maintain  law  and  order  at  home. 

Selwyn  Bamaby  is  not  as  sanguine  about 
the  provision  as  I  am. 

"Who  wants  tanks  in  our  streets? '  he 
complained. 

"There  won't  be  tanks  in  the  streets,"  I  as- 
sured him,  and  if  there  are,  their  guns  will 
only  be  pointed  at  the  windows  of  the  drug 
dealers." 


EXTENSIONS  OF  REMARKS 

"How  will  they  know  who  the  drug  dealers 
are?  "  Barnaby  asked. 

"The  Pentagon  will  set  up  a  special 
branch  of  military  intelligence.  If  the  serv- 
ices are  responsible  for  getting  the  dealers 
and  pushers,  they  must  gather  an  awful  lot 
of  information  about  our  citizens." 

"That's  what  I'm  worried  about.  As  soon 
as  the  military  is  given  a  police  role  in  this 
country,  it  will  open  files  on  all  of  us.  and 
then  they  will  use  them  for  other  things  be- 
sides finding  dope. " 

"May  I  remind  you. "  I  said,    "that  this 
isn't  Chile.  Oyr  military  will  not  spy  on  in- 
nocent people— only  those  who  are  guilty." 
"By  whose  reckoning?" 

""Bamaby,  this  is  an  emergency,  and  we 
have  to  use  every  weapon  in  our  arsenal  to 
beat  the  drug  dealers.  If  this  means  giving 
the  military  new  powers,  so  be  it." 

""But  once  you  use  the  armed  forces  for 
antidrugs  enforcement,  what  is  to  prevent 
them  from  being  assigned  to  other  police 
duties?  One  of  the  things  I  have  always  en- 
joyed about  this  country  is  that  we  have 
never  seen  any  troops  in  the  street.'" 

"You're  overreacting.  It  is  my  impression 
that  the  ser\ices  will  be  expected  to  halt 
penetration  of  illegal  aircraft  into  the 
United  States  and  monitor  the  U.S. -Mexican 
border.  So  it  isn't  as  if  the  Marines  are 
going  to  knock  down  your  door  at  4  o'clock 
in  the  morning. " 

"Speaking  of  knocking  down  your  door." 
Bamaby  said,  "did  you  know  the  House  also 
passed  a  law  making  it  all  right  to  introduce 
evidence  obtained  illegally  and  without  a 
search  warrant,  as  long  as  the  officer  was 
acting  "in  good  faith?  " 

"What"s  unreasonable  about  that?"  I  de- 
manded. 

""Who  knows  when  a  cop  is  acting  "in  good 
faith'?" 

"Cops  always  act  in  good  faith.  They  had 
their  hands  tied  for  years  because  they 
couldn't  do  what  they  wanted  to  do.  But 
this  is  coming  to  an  end.  Once  we  see  that 
illegal  search  and  seizure  works  in  drug 
cases,  we  can  do  away  with  search  warrants 
once  and  for  all." 

Bamaby  said,  "You  really  believe  that, 
don't  you?" 

"This  is  the  way  I  see  it,"  I  told  him.  "The 
people  of  this  country  have  to  be  prepared 
to  give  up  some  of  their  liberties,  particular- 
ly during  an  election  year.  Do  you  know 
what  is  responsible  for  the  drug  crisis?  The 
Constitution  of  the  United  States.  There  are 
so  many  loopholes  in  it  that  any  narcotics 
dealer  can  crawl  through  it  standing  up. 
The  only  way  to  win  the  war  on  drugs  is  to 
fix  the  Constitution  so  that  it  no  longer 
gives  aid  and  comfort  to  the  dope  peddlers." 

""Which  means?" 

"I  have  to  report  this  conversation  to  the 
Pentagon." 

"What  are  you  going  to  report?  " 

"That  you're  soft  on  drugs,  you  don't 
want  the  military  on  the  streets,  and  you 
have  a  thing  about  policemen  knocking 
down  your  door  in  good  faith." 


REPRESENTATIVE  FLORIO  ON 
ENVIRONMENTAL  POLICY 


HON.  ROBERT  G.  TORRICELU 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  TORRICELLI.  Mr.  Speaker,  I  would  like 
to  commend  to  the  attention  of  my  colleagues 
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an  article  on  my  distinguished  friend  and  col- 
league from  the  State  of  New  Jersey,  Mr. 
Florio. 

As  head  of  the  task  force  on  the  environ- 
ment for  the  Democratic  Policy  Commission, 
Mr.  Florio  has  issued  a  report  of  great  signifi- 
cance for  our  Nation's  environmental  policy. 

Florio  Has  Key  Role  in  Party  Report 
Blasting  GOP  Environmental  Stand 

(By  David  Marziale) 

Washington.— A  Democratic  Party  policy 
report  to  be  released  next  month  will  attack 
the  Reagan  administrations  environmental 
policies  and  urge  the  Democrats  to  lake  a 
hard  line  on  environmental  protection. 

The  report,  to  be  issued  by  the  Democrat- 
ic Policy  Commission,  will  cover  several  na- 
tional issues.  Its  environmental  protection 
action  was  developed  by  an  18-member  task 
force  headed  by  Rep.  James  J.  Florio,  D-N.J. 

Florio's  task  force  issued  a  lO-page  report, 
which  will  be  in  the  general  policy  report, 
Philip  Burgem,  excutive  director  of  the 
Democratic  Policy  Commission,  said. 

The  task  force  report  issued  a  blistering 
critique  of  the  Reagan  administration"s  poli- 
cies, saying  the  Republican  administration 
had  broken  the  nation's  commitment  to  en- 
vironmental protection. 

•"In  the  last  six  years  (since  Reagan  has 
been  President)  the  tools  of  environmental 
action  have  rusted  with  disuse. "  the  report 
says.  "Crimes  to  our  environment  are  not 
punished.  The  civil  laws  are  not  enforced. 

"Mandates  of  Congress  are  not  followed. 
Federal  enforcement  of  the  environmental 
laws  has  fallen  into  a  Sleepy  Hollow  slum- 
ber."' 

The  repHjrt  says  the  Reagan  administra- 
tion has  spread  '"the  false  notion  that  our 
society  must  choose  between  economic  de- 
velopment and  preservation  of  the  environ- 
ment—that we  are  unable  to  have  both."" 

""We  (Democrats)  do  not  so  grievously  un- 
derestimate what  America  can  accomplish." 
the  task  force  said.  ""We  do  not  believe  that 
a  developing  modern  society  Inevitably  must 
fool  its  own  environment.  And  we  believe 
that  a  society  that  ignores  its  environment 
is  a  society  that  will  perish." 

The  report  adds  that  public-opinion  polls 
have  shown  overwhelming  support  for  more 
environmental  action,  rather  than  the 
Reagan  policy  of  less  action. 

The  task  force  made  U  recommendations, 
most  of  which  will  be  included  in  the  overall 
report.  Burgess  said. 

Among  them  are: 

Removal  of  cancer-causing  asl)estos  from 
buildings  in  cases  in  which  the  material  can 
be  isolated  and  removed.  ""Like  any  other 
murderer,  esbestos  must  not  be  allowed  in 
our  midst."  the  report  says. 

Stepping  up  action  to  clean  the  nearly  100 
major  toxic  waste  sites  included  on  the  fed- 
eral Superfund  list.  "Each  year  we  delay, 
and  the  problem  only  worsens  as  these 
waste  sites  contaminate  ground  and  surface 
water  in  conmmunities  throughout  the 
country,"  the  task  force  said. 

Ensuring  compliance  with  the  health 
standards  of  the  federal  Clean  Air  Act.  The 
report  says  the  standards  will  not  be  met  in 
40  to  50  cities.  "This  is  intolerable,'"  it  adds. 
""All  Americans,  whenever  they  live,  have  a 
right  to  clean  and  healthy  air  to  breathe. 

Protecting  water  resources,  including  the 
Great  Lakes,  the  Puget  Sound  and  the  Flor- 
ida Everglades.  ""Our  nation's  water  re- 
sources must  not  be  treated  as  if  they  were 
sewers,  for  the  mnoff  from  city  streets  and 
pesticide    and    herbicide    applications,    or 
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chemical  waste  dumpings  or  maritime 
spills." 

Enacting  "community  right-to-know"  leg- 
islation to  inform  workers  and  residents  of 
nearby  chemical  dangers. 

"We  like  the  Florio  report  because  it  em- 
phasizes that  a  clean  and  healthy  environ- 
ment is  essential  for  economic  growth." 
Burgess  said. 

He  said  the  policy  commission's  repiort. 
which  will  be  issued  in  mid-September,  will 
cover  a  wide  range  of  issues,  including  de- 
fense, foreign  policy,  trade,  economic  devel- 
opment and  family  issues. 

"The  report  will  provide  new  direction  for 
the  Democratic  Party  as  it  moves  into  the 
1986  and  1987  elections."  Burgess  said. 

He  said  Florio  was  chosen  to  head  the  en- 
vironmental task  force  because  the  South 
Jersey  congressman  is  "a  young  Democratic 
leader  who  has  established  himself  on  envi- 
ronmental issues." 


THE  ENGLISH  FIRST  MOVEMENT 


HON.  ROBERT  GARCIA 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18.  1986 

Mr.  GARCIA.  Mr  Speaker,  concern  over  the 
English  as  the  official  language  movement, 
concern  which  I  share,  continues  to  grow. 
Once  people  are  informed  about  the  issue,  I 
believe  that  they  will  see  that  it  is  an  unneces- 
sary measure  that  only  serves  as  a  divisive 
fofce,  as  in  California  this  year.  Therefore.  I 
would  like  to  share  with  my  colleagues  two 
recent  articles  that  address  this  important 
matter. 

[Prom  the  Boston  (MA)  Globe.  Aug.  4.  1986] 
Language  That  Binds 

A  one-sentence  bill  passed  by  the  Massa- 
chusetts House  would  make  English  the  of- 
ficial language  of  the  Commonwealth  of 
Massachusetts.  Similar  legislation  is  pend- 
ing in  other  states  and  has  been  proposed  in 
Congress. 

The  bill's  sponsor.  Rep.  John  Loring  (R- 
Acton),  says  he  is  concerned  that  state  and 
local  governments  are  coming  under  in- 
creased pressure  to  offer  government  serv- 
ices in  several  languages.  That  these  serv- 
ices—especially bilingual-education  pro- 
grams—might be  curtailed  is  the  concern  of 
the  bill's  opponents,  including  Rep.  Byron 
Rushing  (D-South  End)  and  Sen.  Royal 
Boiling  (D-Roxbury). 

It  is  not  clear  that  the  bill  would  prohibit 
the  offering  of  such  services  in  a  variety  of 
languages— or  whether  the  offering  of  such 
services  is  not  a  good  idea,  official  language 
or  no. 

There  are  public  safety  and  convenience 
arguments  for  the  "En  el  caso  de  una  emer- 
gencia"  signs  in  T  cars,  which  instruct  pas- 
sengers to  follow  the  directions  of  the  train 
crew  in  an  emergency.  If  there  are  civil  serv- 
ice jobs  for  which  a  non-English  speaker  is 
otherwise  qualified— not  including  public 
safety  jobs— ignorance  of  the  language 
should  not  stand  as  a  barrier  to  competing 
for  the  job.  Since  knowledge  of  English  does 
not  seem  to  make  good  drivers  ( the  evidence 
is  available  on  every  Massachusetts  high- 
way), there  is  no  reason  why  someone  who 
does  not  speak  English  cannot  get  a  driver's 
license. 

It  is  possible  that  the  real  target  of  the  of- 
ficial-language bill  is  bilingual  education. 
There  is  now  a  debate  over  which  kind  of 


EXTENSIONS  OF  REMARKS 

language  training  is  best,  and  it  should  be 
resolved  after  a  thoughtful  review  of  the  al- 
ternatives, not  by  some  back-door  device. 

One  of  the  bills  supporter.  Sen.  Edward  P. 
Kirby  (R-Whitman),  makes  the  philosophi- 
cal argument  that  "the  country  needs  to  be 
held  together  with  a  common  language." 
Foreign-speaking  immigrants  "did  pretty 
well  in  the  past. "  Kirby  says,  "and  in  fact 
did  better  when  there  was  a  strong  senti- 
ment that  everyone  should  speak  English." 

Kirby.  who  has  a  good  sense  of  history,  is 
right.  What  he  misses,  however,  is  that  this 
nation  has  held  together  for  a  good  200 
years— through  successive  waves  of  foreign- 
language  immigrants— without  the  need  to 
proclaim  English  as  the  "official  language.' 
It  is  the  language  of  the  country,  and  it 
needs  no  legal  endorsement. 
[From  the  Miami  (PL)  News.  Aug.  27,  1986] 
Language  on  the  Line 
attorney  sees  civil  rights  threat  in 
english-only  efforts 
(By  John  Trasvina  a  legislative  attorney  in 

Washington    for   the   Mexican   American 

Legal    Defense    and    Educational    Fund 

(MALDEF),  which  opposes  movements  to 

declare  English  the  official  language  of 

the  United  States.) 

In  any  debate  over  bilingual  elections  and 
the  efforts  to  make  English  the  official  lan- 
guage of  the  United  States,  the  same  ques- 
tions are  repeatedly  raised. 

The  answers  to  these  questions  hold  the 
key  to  whether  English-only  efforts  will  be 
defeated  and  the  legalization  of  discrimina- 
tion based  on  language  proficiency  thwart- 
ed. 

Q.  Isn't  English  already  the  nation's  offi- 
cial language? 

A.  English  is  the  language  of  general  soci- 
etal, economic  and  political  discourse  in  the 
United  States.  Without  proficiency  in  Eng- 
lish, it  is  next  to  impossible  to  get  ahead  in 
this  country.  Latins  and  other  language-mi- 
nority citizens  recognize  the  importance  of 
English  better  than  anyone.  Ten  thousand 
Latinos  in  Los  Angeles  alone  are  on  waiting 
lists  for  adult  night  school  English  classes. 

In  Miami.  98  percent  of  Hispanic  parents 
surveyed  felt  it  essential  for  their  children 
to  read  and  write  English  perfectly.  They  do 
not  need  a  constitutional  amendment  to  tell 
them  English  is  important:  they  need  the 
opportunities  and  resources  so  they  can  get 
off  the  waiting  lists  and  into  classes. 

Q.  If  English  is  for  all  intents  and  pur- 
poses official,  why  not  put  it  into  the  Con- 
stitution? 

A.  Elevating  English  to  constitutional 
status  could  permit  language  proficiency  to 
be  used  as  a  precondition  to  the  enjoyment 
of  certain  rights  and  liberties  under  the  law. 
The  Constitution  is  not  the  place  for  mere 
symbolism.  It  measures  our  rights  and  re- 
sponsibilities as  Americans.  The  present 
agenda  of  groups  seeking  to  "constitutional- 
ize"  English  is  little  more  than  an  effort  to 
make  persons  not  yet  proficient  in  English 
second-class  citizens  in  the  eyes  of  the  law. 

Q.  What  will  the  proposed  English  Lan- 
guage Amendment  do? 

A.  Supporters  of  the  English  ^nguage 
Amendment  have  made  clear  that  they  will 
use  it  as  a  legal  foundation  to  end  bilingual 
education  and  bilingual  voting  materials. 
They  have  already  used  this  campaign  for 
English  to  intrude  upon  private  and  com- 
mercial uses  of  other  languages  by  attacking 
Spanish-language  housing  advertisements 
and  restaurant  menus  in  Florida.  Chinese- 
language  business  and  grocery  signs  in  Cali- 
fornia and  corporate  advertising  in  Spanish 
by  the  Phillip  Morris  Company  and  others. 
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California's  Proposition  63  on  the  Novem- 
ber ballot  would  permit  any  resident  to  take 
court  action  against  local  and  state  govern- 
ment agencies  he  or  she  felt  were  not  stop- 
ping the  "erosion"  of  English. 

Perhaps  most  drastically,  the  English  Lan- 
guage Amendment  threatens  to  prohibit  the 
testimony  of  non-English-speaking  crime 
victims  or  witnesses  since  court  trials  consti- 
tute official  state  proceedings. 

Q.  Won't  the  amendment  force  people  to 
learn  English? 

A.  It  is  unnecessary  and  inhumane  to  de- 
prive individuals  of  their  civil  and  constitu- 
tional rights  so  they  will  learn  English.  As 
the  U.S.  Supreme  Court  said  in  1923.  "Per- 
haps it  would  be  highly  advantageous  if  all 
had  ready  understanding  of  our  ordinary 
speech,  but  this  cannot  be  coerced  by  meth- 
ods which  conflict  with  the  Constitution— a 
desirable  end  cannot  be  promoted  by  pro- 
hibited means." 

The  use  of  a  bilingual  ballot  on  Election 
Day  does  not  diminish  the  primacy  of  Eng- 
lish the  remaining  364  days  of  the  year.  The 
thousands  on  the  night  school  waiting  lists 
in  communities  throughout  the  country  are 
a  tribute  to  the  year-round  respect  and  need 
for  the  English  language. 

A  more  respectable  solution  to  their  needs 
is  legislation  such  as  the  English  Proficien- 
cy Act  introduced  by  the  Congressional  His- 
panic Caucus  to  provide  more  support  for 
local  community  centers  adult  English  pro- 
grams. 

Q.  Has  this  issue  ever  come  up  before  in 
our  history? 

A.  Yes.  In  the  1920s.  German-Americans 
were  the  target  of  laws  restricting  the 
teaching  of  German  or  making  English  the 
official  language  in  about  20  states  in  the 
Midwest.  The  U.S.  Supreme  Court  struck 
down  these  English-only  laws  and  held, 
"The  protection  of  the  Constitution  extends 
to  all.  to  those  who  speak  other  languages 
as  well  as  to  those  born  with  English  on  the 
tongue."  (Meyer  vs.  Nebraska). 

Q.  What  are  Hispanics  and  other  doing 
about  the  issue  today? 

A.  The  movement  for  English  opportunity 
and  against  the  English  Language  Amend- 
ment, which  started  with  major  Hispanic  or- 
ganizations, is  growing  to  include  Asian 
Americans  and  other  civil  rights  groups,  in- 
stitutions and  individuals  nationwide. 

Prominent  leaders  in  the  mainstream  of 
both  the  Democratic  and  Republican  parties 
have  come  out  against  the  English  Lan- 
guage Amendment. 

In  July,  both  the  Christian  Science  Moni- 
tor and  USA  Today  national  newspapers 
issued  warnings  against  the  English  Lan- 
guage Amendment.  California's  chief  law 
enforcement  officials,  Attorney  General 
John  Van  de  Kamp  and  Los  Angeles  Police 
Chief  Daryl  Gates.  Los  Angeles  Mayor  Tom 
Bradley  and  San  Francisco  Mayor  Dianne 
Feinstein,  and  California  Assembly  Speaker 
Willie  Brown  are  leading  the  campaign 
against  that  state's  Proposition  63. 

With  this  expanding  coalition.  English- 
only  efforts  can  be  defeated. 


STOP  BASHING  PUBLIC  SERVICE 


HON.  MARY  ROSE  OAKAR 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Ms.  OAKAR.  Mr.  Speaker,  I  would  like  to 
call  to  the  attention  of  all  my  colleagues  some 


UMI 


the  Novem- 
dent  to  take 
itate  govem- 
;re  not  stop- 


ce  people  to 


on  Election 
nacy  of  Eng- 
he  year.  The 
waiting  lists 
country  are 
ect  and  need 

D  their  needs 
sh  Proficien- 
essional  His- 
support  for 
English  pro- 

up  before  in 

in-Americans 
itricting  the 
:  English  the 
states  in  the 
Dourt  struck 
s  and  held, 
ition  extends 
er  languages 
nglish  on  the 

other  doing 


Jcience  Moni- 


NTATIVES 

8,  1986 

would  like  to 
leagues  some 


September  19,  1986 

recent  observations  on  the  need  to  stop  bash- 
ing people  In  the  public  service  of  this  country. 
They  came  in  a  speech  at  the  Brookings  Insti- 
tution about  the  quality  of  political  appoint- 
ments to  Government  service. 

That  speech  focused  on  the  needless 
damage  being  done  to  the  value  and  appeal 
of  public  service  by  misguided  and  wrong- 
headed  attitudes  on  the  part  of  many  political 
and  business  leaders.  It  asserted  that  such  at- 
titudes are  at  the  heart  of  what  is  wrong  with 
the  quality  of  our  public  service.  And  it  made 
clear  that  changing  those  attitudes  is  the  key 
to  attracting  our  best  people  to  it. 

The  speech  Is  all  the  more  remarkable  be- 
cause of  its  author.  He  is  Harry  Freeman,  ex- 
ecutive vice  president  of  the  American  Ex- 
press Co.  Private  sector  managers  are  not  ex- 
actly known  for  their  concern  about  the  excel- 
lence of  public  service;  in  fact,  they  are  more 
prone  to  criticize  and  forget  it.  But  Mr.  Free- 
man is  not  an  ordinary  business  executive.  He 
has  served  in  the  public  sector,  and  drawn 
conclusions,  at  first  hand,  about  what  is  re- 
quired to  achieve  and  sustain  a  higher  level  of 
appointments  and  performance.  The  supreme- 
ly Important  step,  he  believes,  is  to  reform  the 
basic  view  of  government  and  private  sector 
leaders  alike  who  discount  public  service  as 
second-rate,  use  it  as  a  politically  convenient 
scapegoat  and  dismiss  it  as  unworthy  of  tal- 
ented and  energetic  people. 

I  agree.  I  am,  Mr.  Speaker,  inserting  Mr. 
Freeman's  most  noteworthy  remarks  into  the 
Record  in  the  hope  that  they  will  be  widely 
read  and  pondered  by  interested  citizens  ev- 
erywhere. 
Remarks  of  Harry  L.  Frexkan,  Executive 

Vice  President,  American  Express  Co. 

"WHY  CIVIL  SERVICE  REFORM  WON'T  REFORM 
THE  CIVIL  service:  A  CORPORATE  PERSPECTIVE" 

I'm  delighted  to  be  here.  It  does  some- 
thing for  my  ego  to  be  in  such  distinguished 
and  thoughtful  company.  I  am  particularly 
pleased  to  share  the  platform  with  Joe 
Fowler,  one  of  America's  most  eminent  dual 
career  personalities. 

While  this  conference  appropriately  con- 
centrates its  attention  on  civil  service,  my 
own  comments  will  focus  on  another  part  of 
national  public  service.  My  concern,  and  the 
focus  of  my  remarks,  is  directed  toward  po- 
litical appK>intments,  i.e.  that  layer  of  people 
above  the  civil  service  and  below  the  Cabi- 
net appointments.  These  include  assistant 
secretaries,  deputy  assistant  secretaries,  and 
so  forth. 

Right  up  front  I'm  going  to  tell  you  that  I 
am  concerned  that  we  are  not  getting  the 
quality  of  people  we  should  be  getting  to  fill 
these  critical  political  appointments.  And 
why  is  this  so?  Plain  and  simple,  I  lay  the 
responsibility  at  the  feet  of  the  people  who 
have  run  for  President  over  the  last  two  dec- 
ades. 

In  my  view,  these  Presidential  aspirants 
have  run  "against  Washington"  and  by 
doing  so,  have  discouraged  a  lot  of  creative 
and  talented  people  from  coming  to  Wash- 
ington to  serve  their  country  in  the  public 
service.  The  flow  of  talent  from  the  private 
sector  into  public  service  has  been  effective- 
ly damned  and  the  results  could  be  disas- 
trous. So  while  I  think  that  some  of  the 
issues  set  t.o  he  discussed  here— such  as  con- 
flict of  interest  rules,  compensation,  and 
business  ethics  as  pertaining  to  former  gov- 
ernment employees— are  important,  I  see 
them  frankly  as  secondary  issues.  The  pri- 
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mary  issue  that  I  see  confronting  the  nation 
is  this: 

We've  got  to  get  qualified  and  talented 
people  to  make  that  important  move  from 
the  private  sector  into  the  public  service. 

Sorry  to  get  on  my  soapbox  so  early  on. 
but  as  you  can  tell  I  feel  very  strongly  about 
this  issue.  And  again,  I  am  grateful  to  have 
this  opportunity  to  express  my  thoughts  on 
the  topic  to  you,  and  to  share  the  platform 
with  Joe  Fowler. 

A  New  Kind  of  Dual  Career? 

Traditionally  and  classically,  the  dual- 
career,  dual-perspective  person  came  into 
government  after  achieving  distinction  in 
the  private  sector— in  business  or  the  law,  or 
in  academic  life.  It  helped,  in  fact  it  was  es- 
sential, to  have  independent  means,  either 
through  inheritance  or  business  success,  or 
through  what  was  once  called  a  "fortunate 
marriage."  For  such  people,  public  service 
was  a  kind  of  crowning  touch  to  an  already 
charmed  life. 

In  addition,  there  was  another  group  that 
joined  the  ranks  of  public  servants  but  for  a 
very  different  reason:  namely,  as  an  alterna- 
tive to  unemployment.  This  was  especially 
true  during  the  Great  Depression  when  the 
only  jobs  available  were  in  government. 

In  the  past  few  years,  we've  seen  the 
emergence  of  anew  kind  of  dual-perspective 
person:  the  public  servant  who  establishes  a 
reputation  in  government,  then  takes  up  a 
career  in  the  private  sector.  Paul  O'Neill, 
now  President  of  International  Paper  Com- 
pany, is  one  such  person:  Bill  Ruckelshaus 
is  another;  another,  to  name  a  slightly  more 
controversial  figure,  is  David  Stockman. 

My  own  career  has  followed  this  model. 
Starting  in  1966,  I  served  for  several  years 
in  the  Agency  for  International  Develop- 
ment and  in  the  Overseas  Private  Invest- 
ment Corporation— with  a  brief  interruption 
to  practice  law  and  to  be  a  "financial  type" 
in  California.  My  work  today  in  the  private 
sector  depends  heavily  on  the  knowledge 
and  the  perspective  'that  I  gained  while 
working  in  government. 

So  as  someone  who  has  worked  on  both 
sides  of  the  fence,  I  can  say  without  hesita- 
tion that  I'm  a  great  believer  in  dual  careers 
and  the  dual  perspectives  that  they  provide. 
I  can  say  with  conviction  that  the  corporate 
world,  in  its  own  self-interest,  needs  excel- 
lence in  government.  It  needs  able,  profes- 
sional, imaginative  public  servants  who  have 
some  insight  into  the  issues  that  are  of  criti- 
cal interest  to  the  business  community. 
While  I  believe  many  corjrorate  leaders 
would  readily  agree,  I  venture  that  but  a 
few  will  do  anything  to  help.  Why? 

We  often  imagine  the  interests  of  the 
public  sector  and  the  private  sector  to  be  op- 
posed. Very  often,  the  media  is  quick  to 
highlight  the  points  of  difference  and  dis- 
pute, the  popular  stereotype  being  that  pri- 
vate interest  and  the  public  interest  are  gen- 
erally in  conflict.  But  that  stereotype,  as 
generally  is  the  case  with  stereotypes,  is 
misleading  and  inaccurate. 

Today  the  interests  of  the  two  sectors  con- 
verge at  least  as  often  as  they  stand  in  con- 
flict. A  prosperous,  productive  private  sector 
produces  the  tax  revenues  that  Congress 
and  the  Administration  need  to  finance  de- 
fense programs,  debt  service  and  Social  Se- 
curity. Conversely,  it  serves  the  private 
sector  well  to  have  skilled  and  professional 
public  servants  conduct  trade  negotiations, 
issue  patents,  write  regulations  and  shape 
tax  legislation— the  infrastructure  and  envi- 
ronment in  which  business  flourishes  or  suf- 
fers. 
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To  most  people  in  professional  Washing- 
ton—and certainly  to  those  of  us  gathered 
here  today— it  is  simply  accepted  that  the 
nation,  including  the  private  sector,  needs 
and  wants  excellence  in  government  and  in 
public  service.  We  think  that  point  should 
be  obvious.  Unfortunately,  what  is  not  obvi- 
ous to  many  people  is  how  to  effect  this  ex- 
cellence. How  to  ensure  that  the  right 
people  are  being  considered  for  the  right 
job.  And  more  importantly,  how  to  encour- 
age the  right  people  to  accept  the  challenge 
of  public  service,  especially  in  light  of  some 
of  the  disincentives  that  currently  make 
that  choice  less  than  easy  to  make. 

77i«  Attack  on  Excellence 

There's  a  great  deal  of  complacency  in  our 
nation  that  excellence  in  government  is  an 
obvious  good,  and  today  I  want  to  attack 
that  complacency.  It  is  apparent  to  me. 
from  my  vantage  point  in  the  corporate 
world,  that  most  people  today,  including 
most  senior  corporate  officials,  put  rather 
low  priority  on  excellence  in  government,  or 
at  least  do  not  fully  understand  the  impor- 
tant role  they  can  play  in  achieving  this  ex- 
cellence. 

In  recent  years,  some  have  even  ques- 
tioned the  very  concept  of  excellence  in  gov- 
ernment and  in  the  public  sen-ice. 

Last  May,  the  Wall  Street  Journal  carried 
a  remarkable  op-ed  article  by  Terry  W. 
Culler,  an  executive  recruiter  who.  until  re- 
cently, was  the  Associate  Director  in  charge 
of  work-force  effectiveness  for  the  U.S. 
Office  of  Personnel  Management. 

"The  government."  Mr.  Culler  wrote, 
should  be  content  to  hire  competent 
people,  not  the  best  and  most  talented 
people.  A  good  case  can  be  made  that  those 
individuals  are  needed  in  the  private  sector, 
where  wealth  is  produced  rather  than  con- 
sumed." 

"The  government."  Mr.  Culler  continued, 
"does  not  need  top  graduates  .  .  ..  adminis- 
trative offices  staffed  with  MBA's  from 
Wharton,  or  policy  shops  full  of  the  l>est 
and  brightest  whatevers.  Government's  goal 
should  be  not  employee  excellence,  but  'em- 
ployee sufficiency. " ' 

Only  a  few  weeks  ago  journalist  Don 
Feder  weighed  in  with  an  even  stronger  ver- 
sion of  this  thesis  in  his  nationally-syndicat- 
ed colunui:  "For  the  Record."  Mr.  Feder 
wrote,  "I  am  adamantly  opposed  to  the  con- 
cept of  excellence  in  government.  The  very 
idea  is  terrifying  .  .  .  Imagine  that  life 
would  be  like  with  a  highly  motivated  IRS, 
an  aggressive  OSHA.  and  a  Department  of 
Health  and  Human  Services  driven  to  suc- 
ceed ...  I  want  a  government  that  is  disor- 
ganized, lethargic,  and  low-performing.  Its 
our  best  hope  for  the  preservation  of  liber- 
ty" 

To  most  of  us  with  experience  in  Wash- 
ington, such  views  are  heresy;  easily-refuted 
heresy.  Finding  cures  for  cancer,  negotiat- 
ing arms-control  treaties,  making  trade  and 
tax  policy,  are  matters  of  great  cense- 
quence— even  matters  of  life  and  death.  For 
these  and  a  thousand  other  undertakings, 
more  sufficiency  will  never  t>e  enough;  ex- 
cellence is  essential. 

That  is  our  view.  But  it  is  a  consensus 
view  beyond  Washington?  I  doubt  it.  As  I  in- 
dicated at  the  start  of  my  talk,  nearly  two 
decades  of  government-bashing,  I'm  afraid, 
have  taken  their  toll.  The  whole  ethos  of  ex- 
cellence in  public  service— the  very  notion 
that  public  service  is  a  high  calling,  deserve 
ing  of  the  best  talents— is  now  a  minority 
notion.    The   consensus   supporting   public 
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service,  let  alone  excellence  in  public  serv- 
ice, has  been  denated. 

Why  Nutsand  Bolls  Reform  Won 't  Fly 
This  breakdown  in  consensus  is  the  reason 
that  most  proposals  for  civil-service  reform 
and  recruitment  for  public  service  seem  to 
me  to  miss  the  point.  To  use  a  couple  of 
highly  accurate  cliches— and  to  mix  a  meta- 
phor in  the  bargain— they  put  the  cart 
before  the  horse:  they  miss  the  forest  for 
the  trees. 

I  have  no  quarrel  with  proposals  to  im- 
prove the  incentives  for  public  service,  in- 
cluding pay.  I  have  no  quarrel  with  review- 
ing the  laws  and  regulations  governing 
ethics  and  disclosure  with  an  eye  toward  re- 
moving barriers  to  public  service.  I  encour- 
age these  efforts,  indeed,  I  have  called  re- 
peatedly, most  recently  in  an  article  in  the 
New  York  Times,  for  steps  to  make  it  less 
burdensome  and  more  attractive  for  talent- 
ed leaders  to  make  the  move  from  the  pri- 
vate sector  into  public  service. 

I  have  no  quarrel  with  the  specific  propos- 
als for  reform  which  have  been  circulated 
for  consideration  at  this  meeting.  I  applaud 
the  existence  of  a  Center  for  Business  and 
Government  at  Harvard,  and  I  applaud  in 
advance  the  efforts  whicn  Joe  Fowler  will 
tell  us  about. 

My  point  is  this:  Such  nuts-and-bolts  re- 
forms will  not  go  far.  perhaps  nowhere, 
until  we  can  rebuild  a  strong  national  con- 
sensus in  support  of  public  service  as  a  call- 
ing. It  is  time  to  call  a  "time-out"  to  the  rep- 
resentation of  public  servxe  as  a  frustrat- 
ing, unrewarding,  no-win  situation  that 
should  be  avoided  by  all  individuals  of  sub- 
stance. Changing  public  attitudes  about 
public  service  is  not  simply  one  of  the  re- 
forms we  need  to  achieve:  it  is  the  reform 
we  need  to  achieve.  Rebuilding  the  ethos  of 
public  service  is  not  simply  one  change  that 
is  needed,  along  with  pay  reform:  it  is  the 
fundamental  change  that  will  make  all 
others  possible.  It  is  the  horse:  it  is  the 
forest:  it  is  the  structure  into  which  we  will 
fit  the  nuts  and  bolts  of  incremental  reform. 
A  Place  To  Begin 

I  have  no  pre-wrapped.  pre-tested,  fool- 
proof program  that  will  achieve  that  ambi- 
tious end.  But  I  can  suggest  a  couple  of 
ways  in  which  we  might  begin  to  do  it. 

First,  we  can  support,  morally  and  materi- 
ally, efforts  like  Joe  Fowler"s  Public/Private 
Careers  Project  and  the  Center  for  Excel- 
lence in  Government  here  in  Washington. 
The  Center,  founded  three  years  ago  by 
Mark  Abramson.  has  done  many  things 
right: 

It  has  focused,  for  example,  on  the  real 
key  to  excellence  In  government— attracting 
the  best  people— rather  than  simply  on  im- 
proving management  systems. 

It  has  become  a  forum  for  those  dual-per- 
spective people  I  mentioned  earlier— people 
like  Peter  Dawkins  who  have  lived  in  both 
cultures  and  can  reconcile  the  worlds  of  the 
public  interest  and  the  private  sector:  and 

It  has  devoted  itself  to  the  very  cultural 
change  that  I  am  calling  for. 

We  need  to  look  at  the  disincentives  that 
make  the  move  from  the  private  sector  into 
the  public  so  unattractive.  The  long  and  un- 
certain appointment  and  confirmation  proc- 
ess needs  to  be  streamlined— so  that  senior 
executives  will  not  t>e  left  twisting  in  the 
wind  for  many  months  after  making  a 
major  career  choice.  The  disparity  between 
private  and  public  compensation  needs  to  be 
rectified,  with  a  careful  look  at  the  manda- 
tory participation  in  the  retirement  pro- 
grams that  the  "dual  careerist"  may  never 


EXTENSIONS  OF  REMARKS 

use.  One  of  my  colleagues  argues  that  every 
citizen  should  be  provided  with,  say,  two 
years  of  exemption  from  taxation  while  in 
public  service.  This  kind  of  creative  think- 
ing is  necessary,  if  public  service  is  to  com- 
pete with  the  lucrative  benefits  of  a  job  in 
the  private  sector. 

In  addition,  we  need  to  begin  our  educa- 
tional efforts  designed  to  change  public  atti- 
tudes, with  special  attention  made  toward 
reshaping  the  attitudes  of  senior  leaders  in 
the  American  business  community.  I  suggest 
this  for  more  than  one  reason.  These  lead- 
ers have  great  power  to  influence  public 
opinion.  Yet.  they  are  often  victims  them- 
selves of  ignorance  and  false  notions  about 
government  and  about  public  servants. 
Moreover,  these  leaders  with  their  wealth  of 
talent  and  experience  could  serve  their 
country  well,  but  may  be  reluctant  to  enter 
public  service  because  of  the  "bad  press"  it 
has  received.  As  my  friend  Drew  Lewis  re- 
cently said,  "There  are  highs  in  public  and 
private  sectors.  But  there  is  no  high  like  a 
real  high  in  the  public  sector." 

And  perhaps  most  importantly,  we  can 
marshal  support  among  the  Presidential 
candidates  in  1988  for  a  moratorium  on  gov- 
ernment-bashing. The  idea  that  government 
can  do  nothing  right  is  one  of  those  false 
and  pernicious  claims  that,  left  unchal- 
lenged, will  become  a  self-fulfilling  prophe- 
cy. Unfortunately,  for  some  time  Presiden- 
tial candidates  of  both  parties  have  been 
among  the  most  successful  spreaders  of  that 
falsehood.  The  leaders  in  this  room  can  per- 
form a  major  public  service  by  persuading 
the  candidates  in  1988  to  have  no  part  in 
careless,  indiscriminate  attacks  on  govern- 
ment and  the  public  service,  and  affirma- 
tively, to  get  the  candidates  on  a  pro-excel- 
lence in  government  theme.  An  "excellence 
in  government"  theme  is  consistent  with 
either  a  "smaller"  or  "bigger"  government 
plank.  A  reasoned  debate  about  the  role  of 
government,  yes:  mindless  government- 
bashing,  no.  If  neces.sary,  we  need  to  revive 
the  equivalent  of  the  old  Democratic  and 
Republican  "truth  squads"  that  followed 
candidates  around  to  try  and  set  the  record 
straight. 

Getting  What  We  Deserve 

I'd  like  to  close  with  two  quotations.  One 
is  from  Paul  O'Neill  of  International  Paper, 
reflecting  on  the  differences  between  public 
and  private  life: 

"Leaders  .  .  .  generally  don't  say  that 
their  troops  are  lousy,  bad  and  ne'er-do- 
wells'  who  couldn't  work  any  place  else.  In 
my  exE>erience.  since  the  Kennedy  days 
people  who  work  in  government  have  been 
damaged,  hampered  and  demotivated  by  a 
leadership  that  has  said  their  workers  are 
bad  .  .  . " 

That,  in  my  judgment,  ladies  and  gentle- 
men, sums  up  much  of  the  problem  that  we 
face,  and  underscores  the  cultural  change 
we  need  to  make. 

The  second,  and  probably  more  widely 
known  quote  is  from  Adlai  Stevenson.  "In 
the  end,"  he  once  said,  "we  get  the  public 
servants  we  deserve." 

He  was  right.  All  of  us.  especially  leaders 
in  the  corporate  sector,  need  to  remember 
that  if  we  denigrate  the  calling  of  public 
service,  we  will  not  get  the  caliber  of  people 
that  make  for  greatness.  And  we'll  deserve 
what  we  get. 
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THE  ALZHEIMER'S  DISEASE  AND 
RELATED  DISORDERS  RE- 
SEARCH ACT  OF  1986 


HON.  OLYMPIA  J.  SNOWE 

OF  MAINE 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Ms.  SNOWE.  Mr.  Speaker,  today  I  am  intro- 
ducing, along  with  my  colleagues  Hon.  Mario 
Biaggi  and  Hon.  Silvio  Conte,  the  'Alzheimer's 
Disease  and  Related  Disorders  Research  Act 
of  1986".  A  similar  bill  is  being  introduced  in 
the  Senate  by  Mr.  Grassley.  This  legislation  is 
designed  to  form  a  basis  for  the  coordination 
of  the  activities  of  the  National  Institute  on 
Aging  (NIA),  the  National  Institute  on  Mental 
Health  (NIMH),  and  the  National  Center  for 
Health  Services  Research  and  Health  Care 
Technology  Assessment  (NCHSR)  as  they 
pertain  to  Alzheimer's  disease  and  related  dis- 
orders. In  addition,  my  bill  will  create  a  nation- 
al clearinghouse  will  compile  and  disseminate 
information  on  Federal,  State,  and  private 
sector  activities  in  research,  demonstrations, 
and  services  relating  to  Alzheimer's  disease. 

The  purpose  of  this  legislation .  is  not  to 
create  new  projects  or  centers.  Instead,  the 
intent  of  this  bill  is  to  provide  needed  knowl- 
edge about  services-related  activities  for  Alz- 
heimer's disease  through  research  by  agen- 
cies with  jurisdiction  in  this  area.  While  I  am 
fully  aware  that  Alzheimer's  victims  and  their 
families  need  assistance  in  reducing  the  emo- 
tional and  financial  burdens  associated  with 
this  illness,  we  need  to  know,  in  a  more  sys- 
tematic way,  how  to  provide  that  relief. 

All  of  us  know  of  the  devastating  effect  that 
Alzheimer's  has  on  its  victims  and  their  fami- 
lies. Today  between  3  to  4  million  Americans 
are  affected  by  disorders  that  cause  severe 
and  progressive  deterioration  of  their  mental 
capabilities.  Clearly,  the  long-term  answer  is  to 
support  biomedical  research  that  will  eventual- 
ly provide  a  solution  to  the  cause  or  causes  of 
this  disease.  But,  in  the  meantime,  families 
are  struggling  to  provide  care  to  their  afflicted 
family  members. 

In  light  of  the  need  to  more  fully  define  the 
kinds  of  support  that  families  and  individuals 
with  Alzheimer's  need,  numerous  of  my  col- 
leagues and  I  sponsored  a  day  long  siminar  in 
February  on  services-relevant  research  for 
Alzheimer's  disease.  At  that  workshop,  it 
became  readily  apparent  that  there  were  enor- 
mous gaps  in  our  knowledge  about  the  effect 
Alzheimer's  diseiise  has  on  its  victims  and 
their  families.  That  workshop  cleraly  showed 
that  without  more  detailed  information,  we 
might  fail  to  act  in  an  effective  way  to  assist 
those  suffering  from  Alzheimer's.  It  became 
clear  that  the  basic  information  on  Alzheimer's 
disease  and  related  dementias  was  unavail- 
able and  that  more  knowledge  was  needed 
regarding: 

Epidemiology  and  risk  factors; 

Diagnostic  and  assessment  instruments; 

Design,  delivery,  staffing,  mix,  and  coordina- 
tion of  services; 

The  interface  of  formal  services  provided  by 
health  care  professionals  and  the  Informal 
supp>ort  services  provided  by  family,  friends, 
and  neighbors; 
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Relevant  data,  future  data  needs  and  pro- 
jections on  the  cost  of  services;  and 

Coordination  of  services-relevant  research 
at  the  Federal  level. 

All  of  these  considerations  resulted  in  the 
bill  that  I  am  introducing  today.  In  this  bill,  the 
Secretary's  Task  Force  on  Alzheimer's  Dis- 
ease will  assist  the  NIA,  NIMH,  and  NCHSR  in 
the  development  of  a  coordinated  agenda  for 
services-relevant  research.  Each  of  these 
agencies  will  work  together  to  develop  a  plan 
to  address  gaps  in  information  within  their 
areas  of  expertise.  Further,  they  will  be  re- 
quired to  use,  to  the  maximum  extent  avail- 
able, existing  Federal  resources,  such  as  the 
National  Institute  on  Aging's  Alzheimer's  Dis- 
ease Research  Centers,  the  National  Institute 
0.'  Mental  Health's  Centers  on  Psychopathol- 
ogy  of  the  Elderly,  relevant  activities  of  the 
Administration  on  Aging,  and  other  centers 
and  activities  which  may  be  planned  or  under- 
way by  other  agencies  of  the  Federal  Govern- 
ment, in  order  to  accomplish  their  goals. 

Under  the  provisions  of  this  bill,  NIA  will  un- 
dertake research  stressing  epidemiology  and 
the  identification  of  risk  factors  for  Alzheimer's 
disease,  and  will  develop  diagnostic  proce- 
dures and  instruments  aimed  at  more  correct- 
ly identifying  individuals  with  that  disease. 
NCHSR  will  be  responsible  for  inventorying 
and  analyzing  existing  data  sets  and  studies 
relevant  to  dementia,  and  for  developing  esti- 
mates of  the  costs  borne  by  patients  and  fam- 
ilies, with  particular  stress  on  isolating  what  is 
essential  to  the  dementia  patient  as  distin- 
guished from  other  patients  with  long-term 
care  needs. 

NIMH  will  stress  the  assessment  and  treat- 
ment modalities  relevant  to  the  mental,  behav- 
ioral, and  psychological  problems  associated 
with  dementias,  and  will  identify  the  optimal 
range  and  cost  effectiveness  of  community 
and  institutional  services,  particularly  as  they 
relate  to  design,  staffing,  timing  of  the  use  of 
services  during  the  progression  of  the  disor- 
der, service  mix,  and  coordination  with  other 
services.  NIMH  will  also  be  required  to  assess 
the  eff'cacy  of  special  care  units  which  have 
developed  around  the  country  with  respect  to 
costs  and  patient  outcomes;  to  determine  how 
to  best  combine  formal  and  informal  support 
services;  to  evaluate  ways  to  sustain  family 
caregivers  in  order  to  reduce  psychological, 
social  and  stress-included  physical  problems; 
and  to  identify  the  best  methods  of  delivering 
such  services  as  outreach,  case  management, 
home  care,  respite  care,  adult  day  care,  and 
others. 

In  addition  to  their  research  function,  NIA 
will  be  responsible  for  developing  a  clearing- 
house which  will  organize  and  disseminate  in- 
formation on  services-relevant  research.  In 
this  capacity,  they  will  compile,  archive,  and 
disseminate  information  on  research,  demon- 
strations, evaluations,  training  programs,  and 
projects  dealing  with  Alzheimer's  and  related 
dementias.  Additionally,  they  will  be  required 
to  coordinate  with  the  Administration  on  Aging 
in  order  to  assure  that  adequate  information 
on  services  and  service  delivery  systems  is 
available  to  victims  of  Alzheimer's  and  their 
families,  to  compile  information  regarding 
State  and  local  government  and  private  sector 
initiatives,  and  to  translate  research  and  tech- 
nical information  into  nontechnical  terms.  Fi- 
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nally,  they  will  be  required  to  make  this  infor- 
mation available  through  a  toll-free  telephone 
number  and  a  yearly  summary  of  information 
which  will  be  available  to  interested  parties. 

This  bill  will  enable  us  to  systematize  what 
we  know,  to  identify  what  we  don't  know,  and 
to  use  the  information  developed  as  a  basis 
for  future  legislative  action  on  Alzheimer's  dis- 
ease. I  am  sponsoring  a  bill  of  this  type  with 
the  belief  that  if  we  spend  a  small  sum  of 
money  for  research  and  thoughtful  planning 
now,  we  can  better  assure  that  future  moneys 
spent  on  services  for  Alzheimer's  disease  vic- 
tims and  their  families  will  be  targeted  on 
properly  identified  needs.  In  this  way,  we  can 
make  certain  that  any  money  spent  on  fami- 
lies and  victims  of  Alzheimer's  disease  will  be 
money  well  spent. 


HONORING  SENATOR  ARTHUR 
DORMAN 


HON.  STENY  H.  HOYER 

OF  MARYLAND 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  HOYER.  Mr.  Speaker,  on  Saturday, 
September  20,  1986  the  Beth  Torah  Congre- 
gation of  West  Hyattsville,  MD  will  honor 
Maryland  State  Senator  Arthur  Dorman  as  its 
"Man  of  the  Decade."  Arthur  Dorman  is  one 
of  the  most  respected  and  accomplished  citi- 
zens in  all  of  Prince  George's  County. 

He  is  not  being  honored,  however,  just  for 
his  service  in  this  decade. 

Arthur  and  Betty  Dorman  and  their  family 
have  been  members  of  the  Beth  Torah  Con- 
gregation since  1960.  His  active  service 
began  in  1961  and  1962  when  he  served  as 
vice  president  for  education.  Arthur  Dorman's 
fellow  congregants  chose  him  to  be  president 
of  the  synagogue  in  1963  and  1964.  Since 
1965,  Arthur  Dorman  has  served  as  a  trustee 
of  Beth  Torah.  He  was  instrumental  as  presi- 
dent in  1965  in  developing  a  lorig-range  plan 
which  led  to  the  congregation  moving  from 
Mount  Rainier,  MD  to  its  current  location  in 
West  Hyattsville.  In  1984,  Senator  Dorman 
worked  with  the  other  trustees  to  retire  the 
mortgage  on  the  current  location  for  the  Beth 
Torah  Congregation.  Still  a  trustee,  Arthur 
Dorman  also  serves  as  one  of  the  congrega- 
tion's substitute  rabbis. 

Though  he  is  being  honored  specifically  for 
his  work  in  his  congregation  Art  Dorman  has 
made  a  significant  contribution  to  every  facet 
of  his  community. 

Following  service  in  World  War  II  in  both  the 
merchant  marine  and  the  U.S.  Army,  Arthur 
Dorman  graduated  from  George  Washington 
University.  He  graduated  from  the  Pennsylva- 
nia College  of  Optometry  in  1953,  and  began 
his  practice  as  an  optometrist  in  Langley  Park. 
Over  the  years.  Dr.  Dorman's  practice  fluor- 
ished  and  respect  for  him  professionally  grew 
to  such  an  extent  that  he  was  named  Mary- 
land Optometrist  of  the  Year  in  1967  and  Na- 
tional Optometrist  of  the  Year  in  1 968. 

In  the  Prince  George's  County  community  at 
large,  Dr.  Dorman  may  be  best  known  as  a  re- 
spected political  leader.  He  has  served  in  po- 
litical office  for  more  than  20  years.  First  ap- 
pointed to  the  house  of  delegates  in  February 
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1965.  he  was  elected  in  his  own  nght  in  1966. 
He  served  there  with  distinction  through  1974, 
including  a  period  as  speaker  pro  tem  from 
1972-74, 

In  1974,  the  voters  of  the  21st  legislative 
district  elected  Arthur  Dorman  to  the  State 
senate.  He  has  been  reelected  twice  and  can 
expect  to  be  so  again  in  November.  In  the 
senate,  Arthur  Dorman  serves  as  vice  chair  of 
the  Committee  on  Economic  Affairs.  He  has 
made  significant  contributions  in  areas  as 
wide  ranging  as  the  environment,  education 
and  civil  liberties.  Arthur  Dorman  is  considered 
the  father  of  Maryland's  Freedom  of  Informa- 
tion law.  He  floor  managed  senate  consider- 
ation of  Maryland's  landmark  Chesapeake  Bay 
legislation  And,  he  has  been  instrumental  in 
gaining  needed  education  funds  for  Prince 
George's  County  schools. 

In  addition  to  his  active  religious,  profes- 
sional and  political  life,  Arthur  Dorman  has 
participated  in  a  wide  variety  of  civic  and  serv- 
ice organanizations  ranging  from  the  Kiwanis 
to  several  PTA's.  In  almost  every  organization 
in  which  he  has  participated,  he  has  quickly 
nsen  to  a  position  of  leadership. 

Most  important,  Betty  and  Arthur  Dorman 
are  the  parents  of  four  fine  children.  Pam, 
Janet,  Barbara,  and  Matthew. 

Mr.  Speaker,  Arthur  Dorman  represents 
what  is  best  about  our  Nation.  Actively  in- 
vovled  in  every  area  of  community  life,  he 
stands  for  excellence  in  everything  he  does. 
The  members  of  Beth  Torah  are  nght  to  honor 
Arthur  Dorman  both  for  his  many  contributions 
to  their  congregation  and  for  his  humanity.  He 
is  not  just  "Man  of  the  Decade"  but  a  man  for 
ail  seasons. 


PRODUCT  LIABILITY  CODE 


HON.  PETER  H.  KOSTMAYER 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday.  September  18.  1986 
Mr.  KOSTMAYER.  Mr.  Speaker,  I  want  to 
draw  my  colleagues'  attention  to  a  significant 
resolution  passed  at  the  recent  meeting  of  the 
National  Governors'  Association. 

The  Governors  unanimously  passed  a  reso- 
lution calling  on  Congress  to  adopt  a  Federal 
Uniform  Product  Liability  Code.  This  reverses 
a  standing  position  of  the  National  Governors' 
Association,  and  also  reverses  long-standing 
tradition  that  tort  and  liability  law  be  reserved 
to  the  States. 

It's  obvious  that  reform  in  this  area  needs  to 
be  seriously  considered  at  the  Federal  level. 
While  it  appears  at  this  late  date  that  final 
action  either  in  the  House  or  Senate  this  year 
will  tje  impossible,  I  urge  my  colleagues  to 
consider  the  position  of  the  Governors,  and 
pass  constructive  reform,  as  soon  as  possible. 

National  Governors'  Association  Resolu- 
tion ON  Product  Liability  Insurance 
The  National  Governors'  Association  rec- 
ognizes the  growing  national  problem  of  the 
liability  insurance  crisis.  Affordable  liability 
coverage  has  become  increasingly  more  dif- 
ficult to  obtain  or  has  simply  become  un- 
available, resulting  in  a  severely  adverse 
effect  on  government  entities,  public  and 
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private  organizations,  businesses,  and  pro- 
fessionals throughout  the  nation. 

The  National  Governors'  Association  be- 
lieves that  the  nature  and  extent  of  the 
problem  of  liability  insurance  requires  the 
coordinated  efforts  of  federal,  state,  and 
local  governments  and  the  private  sector. 
Specifically,  the  National  Governors'  Asso- 
ciation supports  actively  working  to  resolve 
this  national  issue  through  continued 
review  and  analysis  of  the  problem,  collec- 
tion and  dissemination  of  statistical  and  leg- 
islative data  on  federal  and  state  programs 
and  initiatives,  and  development  of  long- 
term  policy  goals  that  will  effectively 
counter  the  escalating  problems  of  the  li- 
ability insurance  crisis. 

The  issue  of  product  liability  reform  has 
increasingly  pointed  toward  federal  action 
as  a  way  in  which  to  alleviate  the  problems 
faced  by  product  manufacturers  with  regard 
to  inconsistent  state  product  liability  laws. 
This  lack  of  uniformity  makes  it  impossible 
for  insurers  to  predict  accurately  the  poten- 
tial liability  of  product  manufacturers  and 
Insurers.  Clearly,  a  national  product  liability 
code  would  greatly  enhance  the  effective- 
ness of  interstate  commerce.  Furthermore, 
the  system  causes  inflated  prices  for  our 
consumer  goods,  the  discontinuation  of  nec- 
essary product  lines,  and  adversely  affects 
the  international  competitiveness  of  the 
United  States.  Governors  urge  Congress  to 
adopt  a  federal  uniform  product  liability 
code. 

The  Governors  further  believe  that  the 
insurance  industry  of  America  provides  an 
important  and  vital  public  service  to  con- 
sumers and  the  private  sector.  As  we  call  for 
the  adoption  of  a  national  uniform  product 
liability  code,  we  believe  there  must  also  be 
effective  oversight  of  the  insurance  industry 
so  as  to  guarantee  that  the  needs  of  both 
American  businesses  and  American  consum- 
ers are  met  and  protected.  This  is  especially 
important  in  light  of  concerns  which  have 
been  raised  concerning  rate  increases,  the 
availability  of  insurance  industry  practices 
on  cancellation  and  non-renewal  of  policies, 
coverage  restriction,  and  reinsurance. 

In  establishing  a  uniform  federal  product 
liability  code.  Congress  should  assess  the 
impact  of  a  uniform  code  on  public  safety 
and  consumer  protection  and.  if  deemed  ap- 
propriate, enhance  federal  safety  and  con- 
sumer protection  standards. 


CRUSADE  CAN'T  WORK  UNLESS 
IT  DENTS  DEMAND  FOR  DRUGS 


HON.  DON  EDWARDS 

OF  CALirORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  EDWARDS  of  California.  Mr.  Speaker, 
with  the  recent  passage  of  the  omnibus  drug 
bill,  writers  all  over  the  country  are  comment- 
ing on  its  possible  impact  in  the  fight  against 
illegal  drugs  and  the  tragedy  sown  in  their 
paths. 

Joanne  Jacobs,  of  the  San  Jose  Mercury 
News,  wrote  an  extremely  cogent  article  on 
this  issue,  which  appeared  in  that  excellent 
r>ewspaper  on  September  18,  1986. 

I  submit  this  compelling  article  for  the 
Record  and  I  highly  commend  it  to  the  atten- 
tion of  our  colleagues. 
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[Prom  the  San  Jose  Mercury  News.  Sept.  18. 

1986] 

Crusade  Can't  Work  Unless  It  Dents 

Demand  for  Drugs 

I  don't  know  what  they're  smoking  in 
Washington  these  days,  but  it  must  be  pow- 
erful stuff.  The  vote  junkies  have  blown 
their  minds. 

Look  at  the  bill  passed  overwhelmingly  by 
the  House  of  Representatives  last  week.  The 
military  will  seal  our  4.000-mile  border  by 
land,  sea  and  air  within  45  days.  Drug  smug- 
glers who  cause  a  death  (how  exactly?)  will 
get  the  death  penalty,  second-offense  deal- 
ers will  get  life  in  prison  without  parole. 
Fourth  Amendment  rights  will  be  dumped 
for  drug  cases.  And  it'll  cost  $6  billion  over  a 
five-year  period. 

What  arc  these  guys  on? 

President  Reagan's  anti-drug  brainstorm 
was  mandatory  random  urine  testing  for 
perhaps  1.1  million  federal  workers  in  'sen- 
sitive "  jobs,  regardless  of  whether  there's 
probable  cause,  or  even  improbable  cause,  to 
suspect  a  worker  is  under  the  influence  of 
drugs. 

Then  presidential  aspirant  Pete  DuPont 
chimed  in  with  an  even  loonier  idea:  Testing 
14  million  high  school  students— again  with 
no  concern  for  the  presumption  of  inno- 
cence or  invasion  of  privacy. 

This  is  nuts.  It's  dangerous.  It's  damned 
expensive.  And  it's  motivated  not  by  con- 
cern for  "our  children"  or  our  society's 
values— certainly  not  by  evidence  of  a  genu- 
ine drug  .crisis— but  by  vote-grubbing  at  its 
very  grubbiest. 

The  fact  is  that  drug  use  is  declining  in 
the  United  States,  according  to  the  National 
Institute  of  Drug  Abuse.  The  number  of 
high  school  students  who  smoke  marijuana 
every  day  has  been  cut  in  half.  Heroin  use 
has  leveled  off,  and  fewer  young  people  are 
getting  hooked.  Even  the  number  of  cocaine 
users  seems  to  have  peaked. 

While  cocaine-related  deaths  have  tripled, 
due  to  new  and  more  lethal  forms  of  the 
drug,  cocaine's  565  victims  hardly  compare 
to  100.000  deaths  a  year  from  alcohol,  and 
300.000  from  tobacco. 

Special  costs  of  $60  billion  a  year  for  drug 
use  are  half  the  estimated  $117  billion  costs 
of  alcohol  abuse— and  drunks  are  more 
likely  than  drug  users  to  injure  innocent 
third  parties. 

David  P.  Musto,  a  Yale  professor  of  psy- 
chiatry and  history  of  medicine,  writes  in 
the  Los  Angeles  Times  that  "the  percentage 
of  people  who  ever  use  a  drug  and  eventual- 
ly get  into  serious  trouble  is  conservatively 
estimated  for  cocaine  at  3  percent.  If  this 
were  the  percentage  of  airline  passenges 
who.  for  one  reason  or  another,  never 
reached  the  plane's  destination,  commercial 
air  travel  would  come  to  a  halt,  but  in  the 
looser  and  less  closely  observed  world  of 
drug  users  such  a  fraction  of  casualties  is 
not  a  hinderence  until  after  years  of  accu- 
mulation." 

In  other  words,  the  drug  abusers  notice 
after  awhile  that  some  of  their  friends  have 
been  badly  messed  up.  The  smart  ones  quit, 
and  the  dumb  ones  move  on  to  the  next  "in" 
drug. 

Certainly,  it  would  be  far  better  if  Ameri- 
cans gave  up  coke,  pills,  pot.  booze  and 
smokes  and  we  all  took  up  jogging,  yoga  and 
bean  sprouts. 

In  particular,  we  need  to  work  much 
harder  to  keep  young  people  away  from 
mood-altering  drugs  of  all  kinds  (I'd  include 
television  in  the  list).  By  definition,  teen- 
agers don't  have  the  maturity  to  decide 
what  sul)stances  to  put  into  their  blood- 
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streams,  and  they  cant  handle  the  vital  job 
of  growing  up  when  their  minds  and  moods 
are  fogged. 

But  a  completely  "drug  free"  society  is  an 
impossible  goal  that  will  cost  us  dearly  in 
liberties  and  dollars. 

Supply-side  solutions— turning  the  mili- 
tary into  a  huge,  overarmed  border  patrol, 
sending  the  boys  to  Bolivia,  handing  out  ri- 
diculously disproportionate  sentences  (if 
Susie  turns  in  Mom  and  Dad  on  a  second  of- 
fense, do  they  go  to  prison  for  life?),  sus- 
pending civil  liberties  to  bust  smugglers— 
won't  work  as  long  as  the  demand  is  there. 

The  hottest  new  demand-side  proposal- 
indiscriminate  drug  testing— is  inaccurate, 
intrucive  and  ineffective  against  the  really 
dangerous  drugs.  And  that's  just  the  i's. 

To  cut  demand,  the  anti-drug  crusaders 
must  fund  rehabilitization  programs  for 
those  who  want  to  quit  drugs,  and  develop 
education  programs  to  persuade  kids  to  live 
without  artificial  highs. 

In  large  part,  that  means  teaching  kids  to 
read  and  write  so  they  can  feel  competent 
and  confident  in  the  straight  world,  and  in- 
sisting on  self -discipline  and  self-restraint  in 
the  classroom— things  schools  should  be 
trying  to  do  in  any  case— rather  them 
simply  lecturing  on  the  evil  effects  of  vari- 
ous drugs. 

Nancy  Reagan  wants  an  "outspoken  intol- 
erance" for  all  drug  use— no  moral  middle 
ground.  Her  husband.  Ron,  says  that  "drug 
abuse  is  a  repudiation  of  everything  Amer- 
ica is." 

But  a  society  that  tolerates  getting  high 
on  alcohol  has  no  moral  ground  from  which 
to  condemn  marijuana,  which  doesn't  get 
you  any  higher  and  claims  far  fewer  victims. 

And  Americans  have  been  abusing  various 
substances  since  John  Smith  discovered  to- 
bacco. Among  other  things,  America  is  a 
consumer  society  in  the  market  for  instant 
gratification,  a  fact  which  our  feel-good 
President  has  been  quick  to  exploit. 

Drug  abuse  is  not  caused  by  smugglers  or 
street  pushers  but  by  the  unwillingness  of 
too  many  Americans  to  cope  with  the  diffi- 
culties of  life,  to  rely  on  their  own  re- 
sources, to  take  the  hard  road  instead  of  the 
shortcut. 

It  will  not  be  solved  by  barricading  our 
borders  or  locking  up  the  men  who  satisfy 
our  appetites.  It  is  not  so  easy  to  defend  us 
from  ourselves. 


FRAUDULENT  DOCUMENTS  USED 
IN  IMMIGRATION 


HON.  PHILIP  M.  CRANE 

OF  ILLINOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  CRANE.  Mr.  Speaker,  as  the  close  of 
the  99th  Congress  draws  nearer,  Congress 
will  be  debating  many  crucial  bills  before  the 
scheduled  adjournment.  One  particular  issue 
that  is  expected  to  be  brought  to  the  House 
floor  is  the  problem  of  illegal  immigration  into 
the  United  States. 

Last  week  the  Washington  Times  ran  a 
series  of  articles  regarding  this  subject.  Since 
the  district  I  represent  is  north  of  Chicago,  I 
had  a  particular  interest  in  the  September  10, 
1986,  article  entitled  "Forged  Documents  Are 
Key  to  Benefits  for  Chicago  Aliens."  For  the 
past  several  years  when  Congress  has  con- 
sidered  Immigration   proposals,   I   have   had 
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concern  with  granting  amnesty  to  illegal  aliens 
because  of  the  likely  increase  in  forged  docu- 
ments. 

Granting  amnesty  to  illegal  aliens  is  ludi- 
crous. An  arbitrary  date  of  1 982,  or  previously 
suggested  dates,  could  produce  a  nightmarish 
problem  for  enforcement  agencies.  A  flood  of 
fraudulent  documents  could  swamp  the  com- 
munities, making  proof  of  entry,  residence,  or 
registration  increasingly  difficult.  I  am  not  per- 
suaded that  such  a  provision  will  be  effective 
in  deterring  illegal  immigration.  However,  it 
could  create  a  new  undergrourrd  industry  for 
forged,  stolen  and  fraudulent  documents. 

There  are  serious  problems  with  our  immi- 
gration policies  that  need  to  be  addressed. 
However,  before  enacting  any  legislation  it 
must  be  recognized  that  illegal  aliens  are  get- 
ting smarter  and  are  taking  advantage  of 
counterfeit  documents.  Therefore,  I  would  like 
to  share  with  my  colleagues  the  following  arti- 
cle by  J.H.  Doyle  that  appeared  in  the  Wash- 
ington Times  on  September  10,  1986.  This  ar- 
ticle clearly  demonstrates  that  the  United 
States  is  already  having  trouble  in  combating 
fraudulent  documents  by  illegal  immigrants. 

Forged  Documents  Are  Key  to  Benefits 
FOR  Chicago  Aliens 

(By  J.H.  Doyle) 

Chicago.— With  a  fake  Social  Security 
card  or  birth  certificate,  an  illegal  alien  can 
silently  join  the  American  work  force  and 
enjoy  most  of  the  benefits  of  citizenship. 

For  $50  to  $1,000  per  item  on  Chicago's 
black  market,  a  new  arrival  can  buy  a  birth 
or  marriage  certificate,  a  driver's  license,  a 
Social  Security  card  and  an  Immigration 
and  Naturalization  Service  "green  card." 

"We're  seeing  the  illegal  alien  getting 
much  smarter, "  said  Brian  R.  Ferryman,  as- 
sistant director  for  INS  investigations  here. 
"He's  taking  advantage  of  counterfeit  docu- 
ments. He's  papering  himself  to  fit  into  the 
system. 

"There's  so  much  bad  paper  out  there,  our 
identity  systems  are  being  subverted."  he 
said.  "We  don't  know  who  these  people 
really  are  or  where  they're  from." 

The  Chicago  metropolitan  area  has  the 
nations  third-largest  illegal  alien  popula- 
tion, U.S.  Census  Bureau  officials  say. 

There  are  250,000  to  400.000  illegal  aliens 
living  in  Chicago,  of  which  some  75  percent 
are  Mexican  nationals,  INS  officials  say.  Na- 
tionwide, atxDut  55  percent  of  the  illegal 
aliens  are  Mexicans. 

Chicago's  huge  Polish-American  commu- 
nity has  drawn  about  30,000  undocumented 
Poles.  The  city's  illegal  aliens— people  who 
entered  the  United  States  without  permis- 
sion or  overstayed  their  visas— include  Fili- 
pinos. Koreans,  Nigerians  and  others. 

With  a  local  address,  a  new  arrival  here 
can  get  a  Cook  County  voter  registration 
card  without  offering  proof  of  citizenship. 
He  can  use  the  card  to  obtain  other  creden- 
tials and  benefits. 

"If  you  come  into  the  country  illegally, 
you've  got  to  establish  false  identification." 
said  Michael  T.  Dyer,  special  agent  for  the 
Department  of  Health  and  Human  Services 
here.  "And  one  of  the  first  things  you  need 
is  a  Social  Security  card. 

"Almost  everyone  demands  a  Social  Secu- 
rity number  in  employment,  and  even  to 
cash  a  check  if  you  don't  have  a  bank  ac- 
count," he  said.    'Illegal  aliens  can  either 
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buy  a  card,  or  if  they're  not  going  to  be  here 
too  long,  they  can  use  your  number." 

The  city's  first  Mexicans  arrived  early  in 
the  century  to  work  in  the  steel,  railroad 
and  meat-packing  industries. 

Pilsen— a  barrio  where  Spanish  is  the  pri- 
mary language— remains  Chicago's  port  of 
entry  for  Mexicans  fleeing  the  poverty  of 
their  homeland.  Neighborhood  churches  op- 
erate shelters  for  those  with  no  money  or 
place  to  stay. 

"Every  day,  walking  down  the  street,  you 
see  new  faces,"  said  Martha  P.  Obregon.  a 
staff  member  at  Casa  Aztlan,  a  Pilsen  com- 
munity center.  "And  you  assume  they  are 
from  outside  the  country." 

Casa  Aztlan.  which  receives  federal  and 
private  funds,  offers  English  classes,  youth 
programs  and  referral  services,  "We  don't 
ask  them  where  they're  from  or  whether 
they're  undocumented,"  Ms.  Obregon  said. 

Pilsen  has  a  70  percent  high  school  drop- 
out rate,  a  13  percent  unemployment  rate 
and  a  low  level  of  literacy  among  its  resi- 
dents. Illegal  aliens  who  work  in  Pilsen's 
shops  and  restaurants  often  get  paid  sub- 
minimum  wages. 

•  Id  say  that  40  percent  of  the  people  here 
have  [legal]  papers,  and  60  percent  don't," 
said  Andres  Macias,  the  owner  of  a  grocery 
store  in  Little  Village,  another  Mexican 
neighborhood  in  Chicago. 

'They  come  by  bus.  plane,  train  and  pri- 
vate car."  he  said.  "They  have  friends  and 
family  here.  They  know  people.  That's  how- 
it's  growing." 

Some  residents  question  the  city's  ability 
to  absorb  the  new  wave  of  illegal  immi- 
grants. 

■The  jobs  are  drying  up."  said  the  Puerto 
Rican  owner  of  a  Little  Village  tavern.  "In- 
dustries are  moving  out.  Factories  are  clos- 
ing. I've  been  here  since  1954.  I've  never 
seen  it  so  bad." 

With  its  tradition  of  ethnic  neighbor- 
hoods—Czech. Greek.  Jewish,  Irish.  Italian 
and  Polish— Chicago  has  so  far  absorbed  the 
newest  arrivals  without  a  political  backlash. 
On  the  issue  of  illegal  immigration.  Chica- 
go's black  and  Hispanic  leaders  have  forged 
a  powerful  alliance.  In  1983,  Mexican-Amer- 
ican voters  provided  a  critical  swing  vote  to 
elect  Chicago  Mayor  Harold  Washington. 

Last  year,  with  Hispanic  leaders  by  his 
side.  Mr.  Washington  signed  an  order  deny- 
ing INS  agents  access  to  city  files  and 
ending  the  city's  practice  of  asking  job  and 
license  applicants  alwut  their  citizenship 
status. 

While  community  leaders  have  kept  the 
peace,  teen-age  and  adult  gang  violence  is 
spilling  onto  Chicago's  streets. 

"We've  had  problems  with  a  few  gangs  of 
older  illegals,  [ranging]  from  25  to  35  years 
old,"  a  Chicago  police  officer  said.  "They're 
not  afraid  to  kill." 

Some  15  percent  of  felony  arrests  in  Cook 
County  involve  illegal  aliens,  law  enforce- 
ment officers  said. 

A  federal  drug  strike  force  here  is  trying 
to  dismantle  the  'Durango-Chicago  pipe- 
line."  Several  members  of  the  Herrera  crime 
family,  which  is  based  in  Durango.  Mexico, 
were  recently  convicted  on  heroin  and  co- 
caine trafficking  charges. 

Federal  prosecutors  also  busted  several 
Chicago  marriage  fraud  rings  that  arranged 
sham  marriages  for  clients  wanting  perma- 
nent U.S.  resident  status. 

A  1982  study  by  the  Illinois  attorney  gen- 
eral showed  that  the  state  paid  $66  million  a 
year  on  unemployment  insurance  to  illegal 
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aliens,  and  that  half  of  their  applications 
were  based  on  false  Immigration  papers. 

Last  year,  the  Labor  Department  sent  $1.6 
million  in  emergency  funds  to  Illinois  school 
districts  that  are  educating  an  estimated 
20.000  illegal  immigrant  children. 

The  Cook  County  Hospital  admits  and 
pays  for  the  emergency  treatment  of  illegal 
aliens,  but  a  hospital  official  said  the  cost  to 
taxpayers  is  unknown  because  treatment 
records  are  not  yet  computerized. 

Many  of  Chicago's  undocumented  aliens 
can  be  found  working  for  minimum  wage  as 
busboys,  maids  and  laborers.  But  area  em- 
ployers are  hiring  a  growing  number  of 
them  for  higher  wages  as  semi-skilled  work- 
ers in  light  manufacturing  plants. 

"They  need  some  breaking  in,  but  they're 
good  workers,"  said  a  foreman  in  a  furniture 
factory  that  hires  illegal  aliens.  "They're  de- 
pendable. Some  of  them  have  been  here  for 
years.  The  local  hires  come  and  go." 

"The  undocumented  workers  are  taking 
jobs  that  have  gone  wanting, '"said  Mario 
Aranda,  director  of  the  Latino  Institute  in 
Chicago.  "We  are  finding  this  throughout 
the  country." 

They  usually  work  under  Spanish-speak- 
ing foremen  and  receive  an  average  wage  of 
$4.50  to  $5  an  hour,  the  INS  said.  The  jobs 
are  filled  through  a  network  of  friends  and 
relatives. 

The  INS  targets  those  illegal  aliens  who 
have  higher-paying  jobs  and  may  displace 
native  workers,  as  well  as  those  firms  that 
repeatedly  hire  large  numbers  of  them. 

""We"ve  gone  into  some  companies  and  ar- 
rested their  whole  work  force, "  said  Mr. 
Ferryman  of  the  INS.  "We've  shut  them 
down." 

But  most  illegal  aliens  detained  by  the 
INS  are  back  on  the  street  within  an  hour 
by  posting  bond  and  requesting  a  deporta- 
tion hearing.  Many  return  to  their  same 
jobs. 

Heinz  Hartkopf.  a  vice  president  at  IBG 
International  Inc..  a  Chicago  firm  that 
makes  greenhouses,  acknowledged  that  im- 
migration agents  had  raided  his  factory. 

"It  was  kind  of  Gestapo-style  the  way 
they  carried  it  out. "  he  said.  "But  all  the 
people  they  took  away  have  since  proven 
their  legal  status.  To  the  best  of  my  knowl- 
edge, we  don't  have  anyone  working  illegal- 
ly here. " 

Medline  Industries  Inc..  a  Chicago  manu- 
facturer of  hospital  supplies,  has  been 
raided  by  the  INS  five  times  and  140  of  iu 
workers  have  been  detained,  according  to 
law  enforcement  officials.  John  Mills,  the 
company's  president,  declined  to  comment. 

Creative  Label  Inc.,  a  Chicago  engraving 
firm,  has  been  raided  five  times  by  immigra- 
tion agents  and  38  of  its  workers  have  been 
apprehended,  authorities  said. 

"[What]  matters  to  me  is  that  the  compa- 
ny remains  competitive  by  maintaining  a 
low-wage  labor  force. "  said  Gary  Karil.  the 
firm's  spokesman.  "I  don't  really  care  where 
they're  from  as  long  as  they  have  proper 
identification  and  they're  over  18. 

•I  cannot  legally  find  out  if  they  are  ille- 
gal aliens. "  he  said.  "If  I  do  that,  I'm  dis- 
criminating against  them  and  I'm  liable  for 
a  discrimination  suit.  I  cannot  ask  certain 
questions." 
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RECOGNITION  OP  J.  FLETCHER 
CREAMER.  SR.,  FOR  CIVIC  AC- 
TIVITIES 


HON.  ROBERT  G.  TORRICELU 

OF  NEW  JERSEY 
IM  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  TORRICELLI.  Mr  Speaker,  I  rise  in 
honor  of  J.  Fletcher  Creamer,  St..  in  recogni- 
tion of  his  long  and  meritorious  service  to 
Bergen  County,  NJ,  and  our  country. 

As  chairman  and  chief  executive  officer  of 
J.  Fletcher  Creamer  and  in  Edgewater, 
"Fletch,"  as  he  is  known  to  his  many  friends 
and  business  associates,  is  widely  respected 
throughout  the  State  of  New  Jersey.  He  is  a 
leader  and  innovator  in  the  rapidly  growing 
fields  of  real  estate  development  and  con- 
struction. 

Fletch  is  a  life-time  Bergen  County  resident 
who  now  Irves  in  Saddle  River  with  his  wife, 
Katherine.  They  have  four  sons,  Fletcher,  Jr., 
who  is  a  partner  in  the  family  business.  Glenn, 
Dale,  and  Jeffrey. 

He  served  in  the  U.S.  Navy  in  two  wars. 
World  War  II  in  the  Pacific  and  the  Korean 
conflict. 

His  civic  activities  are  many  and  varied.  He 
has  been  chairman  and  director  of  the  Com- 
merce and  Industry  Association  of  New  Jersey 
for  two  terms.  He  was  a  commissioner  of  the 
Hackensack  Meadowlands  Development 
Commission  and  of  the  New  Jersey  Sports 
and  Exposition  Authority.  He  has  been  active 
in  tfie  Bergen  County  United  Fund  and  the 
Boy  Scouts  of  America.  He  was  a  trustee  of 
the  Englewood  Hospital  Association  and  is 
presently  on  the  Board  of  Governors.  Hacken- 
sack Medical  Center. 

Fletch  has  been  active  in  the  Republican 
Party  on  a  national  and  statewide  level  for 
many  years.  He  served  this  year  as  vice-chair- 
man, Friends  of  Tom  Kean  for  Governor. 

Anryjng  his  many  awards  are  Bergen  Scout, 
the  Boy  Scouts  of  America;  the  Brotherhood 
Award,  National  Conference  of  Chnstians  and 
Jews;  and  CYO  Big  Guy  of  the  Year. 

It  is  with  great  pleasure  that  I  recognize  the 
accomptishrrrents  of  this  outstanding  citizen. 


PUERTO  RICANS:  GROWING 
PROBLEMS  FOR  A  GROWING 
POPULATION 


HON.  ROBERT  GARCIA 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18.  1986 

Mr.  GARCIA.  Mr.  Speaker,  the  National 
Committee  for  Full  Employment,  the  National 
Puerto  Rican  Forum  and  nearly  40  other  inter- 
ested organizations  have  recently  published  a 
report  on  the  Puerto  Rican  community  entitled 
"Puerto  Ricans:  Growing  Problems  for  a 
Growing  Population."  I  would  like  to  share 
sorr>e  of  the  major  findings  and  recommenda- 
tions of  this  informative  report  with  my  col- 
leagues: 
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Puerto  Ricans:  Growing  Problems  for  a 

Growing  Population 

executive  summary 

More  than  8  million  people  were  out  of 
work  in  August.  1986;  the  unemployment 
rate  decreased  slightly  from  6.9  percent  to 
6.8  percent.  However,  the  Real  Rate"  of 
joblessness  and  underemployment  stood  at 
12.2  percent  or  14.6  million  Americans, 
when  those  who  have  given  up  looking  for 
work  and  those  who  must  work  part-time 
because  they  cannot  find  full-time  jobs  are 
included. 

The  official  unemployment  rate  for  His- 
panics  increased  to  11.0  percent  in  August. 
1986.  from  10.5  percent  the  previous  month. 
The  "Real  Rate"  for  Hispanics  stands  at 
19.2  percent. 

The  unemployment  rate  for  Puerto 
Ricans  was  13.4  percent  during  the  second 
quarter  of  1986.  higher  than  that  for  Mexi- 
can-Americans or  Cuban-Americans. 

Puerto  Rican  youth  16-19  had  a  lower  per- 
centage of  their  population  group  holding 
jobs  (either  full-  or  part-time)  than  any 
other  youth  population  group— 22  percent. 

Hispanic  men  earn  71.2  cent  for  every 
dollar  earned  by  white  males.  Hispanic 
women  earn  only  51.4  cent. 

The  Hispanic  poverty  rate  rose  to  29  per- 
cent in  1985.  approaching  more  closely  the 
black  rate  of  31.3  percent.  In  the  Northeast 
and  the  West.  Hispanic  rates— 39  percent 
and  26  percent— exceeded  black  rates— 28 
percent  and  20  percent. 

41.9  percent  of  Puerto  Ricans  were  poor  in 
1985:  74.4  percent  of  Puerto  Rican  female 
heE.ded  households  were  poor. 

The  Hispanic  population  increased  by  61 
percent  between  1970  and  1980.  far  surpass- 
ing the  9  percent  increase  for  non-Hispan- 
ics. 

Florida.  Massachusetts,  and  Texas  regis- 
tered Puerto  Rican  population  increases  of 
over  200  percent  between  1970  and  1980. 
Pennsylvania  and  Connecticut  Puerto 
Ricans  increased  by  over  100  percent. 

The  national  dropout  rate  for  Puerto 
Ricans  and  Mexican-Americans  is  40  per- 
cent. In  some  cities  80  percent  of  Puerto 
Rican  youth  are  dropouts. 

The  Adult  Performance  Level  Study  in 
1975  found  56  percent  of  Hispanics  func- 
tionally illiterate,  and  26  percent  only  mar- 
ginally literate. 

Although  55  percent  of  U.S.  Puerto  Rican 
youth  in  1980  were  academically  eligible  to 
attend  college,  only  25  percent  enrolled. 
Only  28  percent  of  those  graduated. 

THE  NATIONAL  PUERTO  RICAN  FORUM: 
RECOMMENDATIONS 

Since  its  inception  in  1957.  the  National 
Puerto  Rican  Forum  has  been  at  the  fore- 
front in  aggressively  pursuing  the  socio-eco- 
nomic improvement  of  the  Puerto  Rican 
community.  While  much  has  changed  since 
its  beginning,  the  mission  of  the  Forum  has 
not.  It  remains  today,  as  it  was  then,  three- 
fold: 

(a)  To  provide  educational  and  economic 
opportunities  to  the  Puerto  Rican  people; 

(b)  To  promote  research  on,  and  analysis 
of.  the  Puerto  Rican  and  other  Hispanics' 
situation  that  would  instill  interest  in.  and 
contribute  to.  public  policy  for  institutional 
changes  and  the  advancement  of  the  eco- 
nomically disadvantaged;  and. 

(c)  To  develop  community  leadership  and 
create  programs  that  would  solve  the  needs 
of  the  community. 

As  the  century  enters  the  final  years  of 
what  was  labeled  'the  decades  of  the  His- 
panics." the  Forum  is  faced  with  many  chal- 
lenges as  it  seeks  to  fulfill  its  mission. 
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As  a  direct  service  organization,  the 
Forum  sees  first  hand  what  this  report  illus- 
trates statistically.  Society  is  undergoing 
profound  economic,  social,  and  political 
changes  that  will  drastically  alter  the  face 
of  the  nation  in  the  next  decade. 

For  F^ierto  Ricans.  and  Hispanics  general- 
ly, these  changes  are  both  a  blessing  and  a 
curse.  By  the  turn  of  the  century.  Hispanics 
are  expected  to  be  the  largest  single  minori- 
ty in  the  country.  Sheer  numbers  alone  will 
provide  Hispanics  with  increased  political 
and  economic  buying  power  which  will  force 
policymakers  and  businesses  to  develop  mar- 
keting strategies  reflecting  the  Hispanic  ex- 
perience. Evidence  of  that  occurring  can  be 
seen  in  the  manner  in  which  both  major  po- 
litical parties  are  courting  the  Hispanic  vote 
and  the  heavy  amount  of  advertising,  in 
English  and  Spanish,  within  the  Hispanic 
community. 

Now  more  than  ever,  economic  policy 
must  reflect  the  current  economic  realities 
of  the  Puerto  Rican  community.  As  stated 
by  the  National  Puerto  Rican  Coalition: 

"...  Because  of  its  relative  poverty,  the 
Puerto  Rican  community  is  especially  sensi- 
tive to  the  health  of  the  American  economy 
and  to  burdens  imposed  by  taxation.  At  the 
same  time,  the  community's  poverty  necessi- 
ties greater  than  average  dependence  on 
government  sponsored  social  safety-net  and 
ladder-of-opportunity  programs.  While  gov- 
ernment outlays  for  these  programs  have  al- 
ready been  cut.  pending  deficit  reduction 
legislation  could  result  in  further  funding 
cuts  .  .  .  "  (20). 

For  an  organization  like  the  Forum,  this 
presents  problems  in  attempting  to  serve  its 
clientele.  With  dwindling  government  re- 
sources the  Forum's  offices  in  Chicago. 
Hartford,  Cleveland.  Miami.  New  York  City, 
and  Washington.  D.C..  are  struggling  to 
keep  pace  with  the  volume  of  demand. 

If  the  nation  truly  wants  to  address  the 
concerns  of  the  Puerto  Rican  community, 
the  National  Puerto  Rican  forum  believes 
that  the  following  recommendations  need  to 
be  acted  upon: 

First  and  foremost,  Puerto  Ricans  and 
other  Hispanics  need  to  be  seated  at  the 
local,  state,  and  national  decision-making 
tables  participating  in  the  formulation  of 
public  policy. 

There  needs  to  be  an  increase  in  funding 
for  training  and  educational  service  within 
the  Puerto  Rican  community  to  address  the 
unique  needs  of  its  people.  Stipends  must  be 
provided  for  those  who  need  the  training 
and  cannot  afford  it  without  support  for 
child  care  or  transportation  expenses.  Orga- 
nizations like  the  Forum  are  being  stretched 
to  the  limit,  asked  to  do  more  with  less 
while  the  needs  increase. 

The  educational  system  must  become 
more  sensitive  to  the  linguistic  and  cultural 
needs  of  Puerto  Rican  children.  Bilingual 
services.  ESL  classes,  literacy  classes  and 
adult  basic  occupational  skills  need  to  be 
provided. 

The  educational  system  must  focus  a 
great  deal  on  the  dropout  population  and,  in 
coordination  with  the  business  community 
and  community  organizations,  provide  drop- 
outs with  constructive  alternatives  to  crime. 
drugs,  and  unemployment. 

The  Congress  must  continue  to  provide 
funding  for  the  safety  net  programs  that 
Puerto  Ricans  are  heavily  dependent  on. 
Any  decrease  in  funding  for  these  programs 
should  correspond  with  increases  in  training 
and  educational  opportunity  programs. 

There  must  be  a  greater  commitment  on 
the  part  of  the  business  community  to  pro- 
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vide  training  and  employment  opportunities 
for  Puerto  Ricans.  Joint  partnerships  like 
the  agreements  the  Forum  has  with  McDon- 
ald's. Aetna  Life  Insurance,  Citibank,  and 
the  cities  of  New  York  and  Chicago  need  to 
be  duplicated  by  other  companies.  Employ- 
ers need  to  play  more  of  an  active  role  in  en- 
suring that  Puerto  Ricans  receive  the  type 
of  training  that  will  prepare  them  for  the 
available  employment  opportunities.  More 
joint  ventures  need  to  be  developed  with 
Hispanic  businesses  as  a  means  of  promot- 
ing economic  development  within  the  com- 
munity. They  should  provide  management 
assistance  to  Puerto  Rican  businesses  and 
help  reduce  the  barriers  Puerto  Rican  busi- 
nesses face  when  seeking  venture  capital. 

Due  to  the  increasing  number  of  people 
from  Puerto  Rico  the  forum  is  serving,  Con- 
gress must  address  the  current  economic  sit- 
uation of  Puerto  Rico  to  alleviate  the  high 
rate  of  unemployment  and  poverty  there. 

One  fact  is  very  clear:  The  socio-economic 
situation  of  the  Puerto  Rican  community  in 
the  United  States  and  in  Puerto  Rico  is  at  a 
crucial  stage:  unless  corrective  action  is 
taken  immediately,  another  generation  of 
Puerto  Rican  youth  will  be  left  behind, 
forced  to  depend  on  the  government  to  live 
in  dignity. 


COMMUNITY  DEVELOPMENT 

CREDIT       UNION       REVOLVING 
LOAN  FUND  TRANSFER  ACT 


HON.  MARCY  KAPTUR 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday.  September  18,  1986 

Ms.  KAPTUR.  Mr.  Speaker,  community  de- 
velopment credit  unions  [CDCU's]  have 
proven  to  be  essentia  and  creative  institutions 
in  meeting  the  banking  and  financial  needs  of 
our  neighborhoods  and  low-income  communi- 
ties. CDCU's  offer  credit  union  services  to 
those  communities  which  are  often  ignored  by 
commercial  banks  or  exploited  by  loan  sharks 
and  high  interest  financial  services.  To  sup- 
port the  CDCU  effort,  in  1980  Congress  au- 
thorized a  revolving  loan  fund  for  capital  ex- 
pansion of  these  credit  unions.  Since  then  the 
program  has  helped  42  new  and  existing 
credit  unions  in  low-income  communities. 
CDCU's  are  one  of  the  most  feasible  and 
needed  financial  institutions  in  low-income 
communities. 

Their  track  record  is  one  of  success.  Com- 
munity development  credit  unions  are  now  op- 
erating in  low-income  neighborhoods  across 
this  courtry— in  San  Francisco,  in  Chicago, 
and  here  in  Washington.  They  give  people 
whose  neighborhoods  have  been  redlined  and 
denied  credit  an  alternative.  They  serve 
people  who  cannot  afford  commercial  banking 
services  or  who  are  denied  accounts  with 
commercial  banks.  They  give  people  a  source 
of  consumer  loans,  sometimes  even  home 
mortgages,  and  a  place  to  safely  keep  their 
money. 

The  Community  Development  Credit  Union 
Revolving  Fund  Transfer  Act  will  simply  trans- 
fer these  existing  funds  from  HHS  to  the  aus- 
pices of  the  National  Credit  Union  Administra- 
tion, the  financial  supervisory  agency  for  credit 
unions.  It  is  highly  qualified  and  very  willing  to 
administer  the  program.  HHS  has  not  released 
any  funds  since  1984  because  of  the  ques- 
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tionable  future  of  its  administration.  Those 
people  which  most  need  banking  services  are 
the  losers.  No  new  funds  are  necessary  under 
this  bill.  By  reactivating  this  program  under  the 
NCUA,  low-income  individuals  will  once  again 
be  provided  an  access  to  funds  for  consumer 
and  community  development  needs. 


THE  25TH  ANNIVERSARY  OF 
WESTINGHOUSE  FURNITURE 
SYSTEMS 


HON.  PAUL  B.  HENRY 

or  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  HENRY.  Mr.  Speaker,  I  hse  today  to 
recognize  Westinghouse  Furniture  Systems  on 
the  company's  25th  anniversary.  Acquired  in 
1961  by  the  Westinghouse  Electric  Corp., 
Westinghouse  Furniture  Systems,  formerly  Ar- 
chitectural Systems,  Inc.,  of  Grand  Rapids,  Ml, 
has  grown  from  25  workers  to  over  900  em- 
ployees, establishing  itself  as  one  of  the  top 
systems  furniture  marketers  worldwide. 

During  the  1960's  the  company's  original 
product  emphasis  was  on  floor-to-ceiling  parti- 
tions. After  researching  the  benefits  of  sys- 
tems furniture  and  the  tremendous  growth  po- 
tential of  the  open  office  market,  systems  fur- 
niture was  added  to  the  product  line  in  1970. 
The  company  continued  to  expand  the  sys- 
tems furniture  line  to  take  advantage  of  high 
technology  manufacturing  environments. 

In  September  1984,  President  Ronald 
Reagan,  accompanied  by  former  President 
Gerald  R.  Ford,  formally  dedicated  a  newly 
renovated  Westinghouse  Furniture  Systems' 
office  and  manufacturing  facility.  A  portion  of 
the  remodeled  building  includes  a  showroom 
for  the  testing  of  its  systems  furniture  and 
office  technologies.  The  design  of  this  "office 
of  the  future"  is  intended  to  stimulate  the 
firm's  customers  to  envision  the  office  envi- 
ronment of  the  future,  while  showcasing  Wes- 
tinghouse products  and  technology.  A  unique 
"people  mover"  robot  shuttles  groups  around 
the  facility  and  is  currently  the  only  one  of  its 
kind  in  the  world. 

Russell  A.  Nagel,  president  of  Westing- 
house Furniture  Systems,  who  was  selected 
as  Michigan's  industrialist  of  the  year  in  1985, 
says  of  the  new  facility: 

"We  have  built  and  equipped  our  new  head- 
quarters facility  with  keen  attention  to  people, 
technology,  and  environment.  We  believe  the 
Westinghouse  workplace  is  the  finest  high- 
technology  office  facility  today.  And  we  pledge 
to  continue  our  development  and  production 
of  new  systems  and  techniques  to  maintain 
the  leading  edge." 

In  addition  to  the  Grand  Rapids  facility. 
Westinghouse  Furniture  Systems  has  offices 
and  showrooms  in  28  domestic  and  19  inter- 
national locations  including  Europe.  Asia, 
South  America,  and  the  Middle  and  Far  East, 
as  well  as  a  manufacturing  facility  located  in 
Puerto  Rico. 

Westinghouse  Furniture  Systems  is  recog- 
nized as  a  pioneer  in  new  management  tech- 
niques. White-collar  workers  are  an  integral 
part  of  the  production  system  and  work  close- 
ly with  blue-collar  workers  to  produce  a  quality 
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product.  Customer  needs  are  first  priority  and 
an  "ombudsman"  reports  to  the  president  and 
is  responsible  for  those  activities  directly  influ- 
encing the  customer's  satisfaction  with  the 
company's  products. 

Productivity  should  not  be  limited  to  the 
work  environment  and  the  company's  employ- 
ees are  encouraged  to  become  involved  in 
community  events  and  programs.  Westing- 
house Furniture  Systems  and  its  workers  reg- 
ularly contribute  time,  money,  and  furniture  to 
local  organizations.  Each  year,  the  business 
unit  of  the  company  involves  Itself  with  at 
least  one  major  community  fund  raising  event. ' 

Over  the  years.  Westinghouse  has  taken  a 
leadership  role  in  developing  new  and  innova- 
tive technology  in  systems  furniture,  and  the 
next  25  years  promises  to  bring  exciting  new 
concepts  in  office  systems  furniture  and  relat- 
ed products.  Please  join  with  me,  Mr.  Speaker 
and  colleagues,  in  offering  congratulations 
and  best  wishes  to  Westinghouse  Furniture 
Systems— a  company  with  a  vision  that  makes 
the  future  a  reality. 


RELEASE  OF  REPORT  FROM 
TASK  FORCE  ON  TOXIC  EMER- 
GENCIES 


HON.  PETER  J.  VISCLOSKY 

OF  INDIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18.  1986 

Mr.  VISCLOSKY.  Mr.  Speaker,  as  a  member 
of  the  House  Environmental  and  Energy  Study 
Conference,  Task  Force  on  Toxic  Emergen- 
cies, I  join  with  other  colleagues  today  in  an- 
nouncing the  release  of  a  final  report  on  toxic 
emergencies.  This  final  product  is  the  result  of 
a  national  study  initiated  by  the  congressional 
task  force  in  1985. 

The  project  served  a  very  useful  purpose 
and  was  developed  to  identify  what  types  of 
programs  existed  throughout  the  country  to 
prepare  for  toxic  emergencies. 

Even  more  so,  participating  agencies,  en- 
forcement agencies,  and  public  officials  from 
northwest  Indiana  shared  their  ideas  and 
plans  on  how  to  prevent  these  emergency  sit- 
uations. With  the  help  of  these  local  authori- 
ties, I  was  able  to  provide  the  task  force  with 
72  responses  with  vanous  reports  on  how  mu- 
nicipalities in  my  congressional  district  prepare 
for  such  calamities.  The  level  of  cooperation 
between  local  authorities  was  Impressive  and  I 
commend  each  of  these  parties  for  their  hard 
work  and  responsiveness. 

I  firmly  believe  that  as  our  society  grows 
and  develops  new  technologies,  our  local  en- 
vironments will  require  protection,  and  most 
importantly,  the  inhabitants  will  need  to  be 
protected  from  potentially  hazardous  emer- 
gencies. The  report  from  the  task  force  further 
elaborated  the  reasons  why  we  should  have  a 
succinct  and  wide-reaching  environmental 
policy. 

This  Congress  has  worked  to  protect  and 
improve  the  environment  by  enacting  meas- 
ures aimed  at  public  protection.  Over  the  past 
18  months,  we  have  worked  to  create  a 
stronger  and  enforceable  Superfund  Program, 
created  stronger  laws  to  protect  the  Nation's 
drinking  water  supply,  and  improve  the  Na- 
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lion's  air  quality  standards.  These  policies  are 
essential  to  guarantee  the  Integnty  of  our  Na- 
tion's environment  so  our  citizens  can  work 
aruj  live  in  safe  communities. 

I  personally  commend  the  staff  of  the  task 
force  of  ttie  Environment  and  Energy  Confer- 
erKe  Committee  for  their  work  on  this  project 
and  believe  that  the  results  reflect  the  In- 
creasing importance  of  this  issue.  The  direct 
results  of  these  preventative  programs  will  not 
only  t>enefit  millions  of  Americans  today,  but 
prepare  for  future  Americans. 


EXTENSIONS  OF  REMARKS 

TRIBUTE  TO  JOHN  D. 
ANDERSON 


COMMUNITY  DEVELOPMENT 
CREDIT  UNIONS 


HON.  ROBERT  GARCIA 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  GARCIA.  Mr.  Speaker,  today  I  am  intro- 
ducing, with  my  colleague  Marcy  Kaptur, 
legislation  to  assist  low  income  communities 
nationwide  to  start  their  own  Community  De- 
velopment Credit  Unions  (CDCU).  What  this 
bill  simply  does  is  transfer  funds  presently  ad- 
ministered by  the  Office  of  Community  Devel- 
opment at  HHS  to  the  National  Credit  Union 
Administration. 

The  purpose  of  this  revolving  loan  fund  pro- 
gram was  originally  to  give  community  groups 
interested  in  starting  a  community  develop- 
ment credit  union  seed  money  at  low  interest 
rates  along  with  technical  assistance.  Howev- 
er, no  loans  have  been  made  since  1983,  and 
tfrase  that  were  made  carried  an  interest  rate 
that  was  not  affordable  for  low  income  com- 
munities. 

No  new  funding  is  needed  for  this  program 
Because  money  Is  loaned  out  as  it  Is  repaid, 
the  program  is  self-supporting.  The  adminisua- 
tion  wants  to  terminate  this  program,  but  I  and 
my  colleagues  that  have  cosponsored  the  bill 
feel  strongly  that  it  is  a  no  cost,  in  place  com- 
munity economic  development  program  that 
will  help  low  income  communities  nationwide 
meet  their  financial  services  needs — needs 
that  are  not  being  met  by  existing  financial  in- 
stitutions. 

Financial  Institutions  are  leaving  tow  income 
neighborhoods,  and  often  the  residents  of 
these  neighborhoods  are  left  with  no  financial 
services.  The  CDCU's  in  existence  today  have 
been  operating  successfijlly  from  San  Francis- 
co to  the  Bronx,  because  they  are  run  by 
people  wtK>  care — tfie  people  who  live  and 
work  in  tfwse  r>eighborhoods  that  many  finan- 
cial institutions  feel  are  no  longer  sufficiently 
profitable  to  service. 

This  legislation  will  give  more  of  our  citizens 
an  opportunity  to  obtain  affordable  financial 
services.  It  gives  low  income  families  the  op- 
portunity to  save  their  hard  earned  money 
without  having  to  meet  outrageous  minimum 
balance  requirements,  and  to  obtain  loans 
tfiat  otf>er  institutions  would  refuse. 


HON.  MARCY  KAPTUR 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Ms.  KAPTUR.  Mr.  Speaker,  earlier  this 
month  Ohio  lost  one  of  its  most  respected 
business  and  community  leaders,  John  D.  An- 
derson. He  was  a  truly  remarkable  and  gener- 
ous man.  Mr.  Anderson  was  a  principal  part- 
ner in  the  Andersons,  a  world-renowned  agri- 
business headquartered  in  my  district.  His 
death  will  leave  a  large  void  in  the  Toledo 
area.  He  was  a  man  of  kindness,  leadership, 
expertise,  and  common  sense. 

John  D.  Anderson  held  vanous  leadership 
positions  with  a  multitude  of  civic  and  commu- 
nity organizations.  He  was  a  man  who  could 
not  say  no  to  friends  and  neighbors.  He 
served  on  the  boards  of  numerous  corpora- 
tions and  educational  institutions  and  helped 
build  the  family  business  into  a  corporation 
dedicated  to  its  customers,  its  employees,  and 
the  community  at  large.  John  was  a  devoted 
family  man  and  an  active  member  of  St.  Joan 
of  Arc  Church. 

I  know  my  colleagues  in  the  House  of  Rep- 
resentatives join  me  in  offering  our  most  sin- 
cere condolences  to  his  widow,  Mary,  and  the 
entire  Anderson  family.  It  is  our  hope  that  all 
of  your  loving  memories  of  John  will  sustain 
you  through  these  difficult  days.  He  touched 
the  lives  of  thousands  of  people  and  they  are 
all  better  for  knowing  him.  He  will  be  missed 
and  it  is  fitting  to  honor  his  memory  in  the 
Congressional  Record,  the  journal  of  the 
people  of  the  United  States. 


September  19,  1986 

Peace  Corps  volunteers  have  had  personal 
contact  with  over  a  million  persons  throughout 
the  world. 

At  the  20th  anniversary  conference  of  the 
returned  Peace  Corps  volunteers,  Prime  Minis- 
ter Seaga  of  Jamaica,  in  June  1981  said, 
"The  Peace  Corps  *  *  *  is  wanted,  needed, 
and  loved  by  so  many  countries  of  the  world." 
Mr.  Speaker,  I  think  we  should  give  a  warm 
thank  you  to  all  those  who  have  sacrificed  to 
help  make  the  world  a  better  place  by  serving 
in  the  Peace  Corps. 

Statement  By  Representative  Richard  A. 
Gephardt  in  Recognition  of  the  25th  An- 
niversary OF  the  Peace  Corps 
What  a  milestone  for  international  under- 
standing. And  what  proof  that  an  idea  can 
accomplish  even  more  than  we  dared  hope. 
It  is  hard  for  me  to  realize  that  twenty-five 
years  have  passed  since  President  Kennedy 
offered  Americans  the  opportunity  to  share 
the  best  of  our  spirit  and  idealism  through 
this    unique    people-to-people    program.    I 
salute  the  Peace  Corps  and  the  thousands 
of  Americans  who  have  participated  since 
1961. 

As  I  meet  former  Volunteers,  now  working 
in  community  action  programs  in  St.  Louis, 
in  business  and  industry,  and  even  here  on 
the  floor  of  the  House.  I  am  always  im- 
pressed with  their  commitment  and  energy. 
And.  although  we  know  their  contributions 
in  Asia.  Africa,  and  Latin  America  were  tan- 
gible and  important,  almost  all  of  them  say 
they  received  far  more  than  they  gave.  If  so. 
they  have  used  their  experiences  to  enrich 
us  all  with  a  greater  understanding  of  other 
cultures  as  well  as  the  universality  of 
human  dignity. 


PEACE  CORPS 


HON.  GUS  YATRON 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  YATRON.  Mr.  Speaker,  it  Is  a  great 
pleasure  to  be  able  to  say  a  few  words  today 
in  honor  of  the  120.000  men  and  women,  in- 
cluding over  5.000  from  my  home  State  of 
Pennsylvania,  who  have  dedicated  several 
years  of  their  lives  to  fight  poverty,  illiteracy, 
and  underdevelopment  as  Peace  Corps  volun- 
teers. 

Twenty-five  years  after  President  Kennedy 
brought  this  Idea  to  fruition,  volunteers  have 
served  in  more  than  90  countries,  helping  and 
teaching  in  fields  such  as  medicine,  education, 
engineering,  and  agriculture.  From  Guatemala 
and  Ghana,  to  Kiribati  and  Tonga,  they  have 
spread  good  will  toward  the  United  States 
which  lasts  for  generations,  and  they  have 
brought  back  to  this  country  a  deep  under- 
standing and  admiration  for  the  nations  and 
cultures  where  they  served. 

If  it  were  not  for  the  Peace  Corps,  many 
people  in  these  villages  would  never  have  the 
opportunity  to  meet  a  real  American.  Around 
the  world,  a  large  number  of  individuals  form 
their  perceptions  of  the  people  of  our  country 
by  the  violent  portrayals  of  Americans  by  Hol- 
lywood actors.  But  It  is  estimated  that  the 


TOXIC  EMERGENCIES 


HON.  BILL  GREEN 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  GREEN.  Mr.  Speaker,  I  am  pleased  to 
join  with  my  colleagues  today  in  announcing 
the  publication  of  the  final  report  of  the  Envi- 
ronmental and  Energy  Study  Conference's 
Task  Force  on  Toxic  Emergencies.  I  believe 
that  this  report  should  be  required  reading  for 
any  individual  interested  in  the  Issue  of  haz- 
ardous materials  emergencies. 

Founded  in  July  of  last  year,  the  EESC  Task 
Force  on  Toxic  Emergencies  conducted  sur- 
veys In  Members'  congressional  districts  and 
home  States.  They  studied  the  programs  of 
the  many  Federal  agencies  now  involved  in 
toxic  emergencies,  the  level  of  training  of  per- 
sonnel actually  involved  in  the  cleanup  proc- 
esses, the  degree  of  Interaction  and  coojiera- 
tion  between  differing  jurisdictions  involved  in 
emergency  preparedness,  and  programs  now- 
being  developed  by  industrial  concerns,  envi- 
ronmental organizations,  and  governmental 
bodies.  Four  issues  were  covered  In  the  sur- 
veys: emergency  planning,  training,  equip- 
ment, and  histories  of  past  incidents  involving 
hazardous  materials. 

The  information  received  from  the  sun/ey  in- 
dicates that  different  communities  vary  widely 
in  their  preparations  for  toxic  emergencies.  It 
is  scary  to  note,  however,  that  less  than  half 
of  the  firefighters  in  the  communities  respond- 
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ing  to  the  survey  have  been  trained  for  han- 
dling these  incidents,  and  police  oflicers  were 
reported  to  have  far  less  training  than  needed. 
In  addition,  concerns  should  be  raised  con- 
cerning equipment  purchases  and  jurisdiction- 
al coordination. 

Overall,  I  would  urge  every  Member  of  Con- 
gress to  read  the  report,  and  to  make  it  avail- 
able to  the  public  safety  personnel  in  his  or 
her  congressional  district,  I  commend  those 
Members  of  Congress  and  their  staffs  who 
have  put  together  this  fine  study,  and  I  thank 
the  Environmental  and  Energy  Study  Confer- 
ence for  its  fine  work  in  the  project. 


EXTENSIONS  OF  REMARKS 

TRIBUTE  TO  JAMES  A.  McFAUL 
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HAPPY  25TH  ANNIVERSARY- 
PEACE  CORPS 


TOXIC  EMERGENCIES 


HON.  BOB  LIVINGSTON 

OF  LOUISIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  LIVINGSTON.  Mr.  Speaker,  I  was  very 
pleased  to  be  a  member  of  the  Environmental 
and  Energy  Study  Conference's  Task  Force 
on  Toxic  Emergencies,  and  I  would  like  to 
take  this  opportunity  to  commend  Senator 
Gore  and  Representative  Wise,  the  cochair- 
man,  as  well  as  the  other  members  of  the 
task  force,  for  their  fine  work  on  this  very  spe- 
cial and  Important  project.  I  would  also  like  to 
thank  the  staff  of  the  committee,  led  by  Spe- 
cial Projects  Coordinator  Jane  Beal,  for  their 
hard  work  and  assistance. 

As  you  know.  In  order  to  study  the  problem 
of  hazardous  materials  accidents,  each  task 
force  member  conducted  surveys  In  their  re- 
spective districts  to  assess  the  extent  of 
emergency  planning  for  dealing  with  toxic  ac- 
cidents. I  was  very  pleased  with  the  response 
that  I  received  from  our  local  fire  and  police 
departments,  local  officials,  and  the  State 
agencies  responsible  for  dealing  with  toxic 
emergencies.  My  surveys  Indicate  that  a  high 
degree  of  thought,  planning,  and  coordination 
has  already  taken  place  for  dealing  with  this 
problem,  and  I  hope  that  local  and  State  offi- 
cials In  Louisiana  will  continue  their  efforts  to 
protect  our  citizens  from  toxic  dangers. 

Now  that  the  task  force  has  Issued  Its 
report,  I  urge  Interested  officials  around  the 
country  to  closely  examine  its  contents.  Not 
only  Is  there  a  wealth  of  valuable  Information 
about  what  other  jurisdictions  are  doing  to 
combat  potential  toxic  emergencies,  but  it  also 
provides  details  about  Federal  activities  In  this 
area.  The  training  and  Information  resources 
made  available  by  the  Federal  Emergency 
Management  Agency  [FEMA],  the  Environ- 
mental Protection  Agency  [EPA],  and  the  De- 
partment of  Transportation  should  be  looked 
Into  and  taken  advantage  of  by  all  local  and 
State  officials  Interested  improving  their  emer- 
gency preparedness  planning. 

Once  again,  I  commend  the  members  and 
staff  of  the  task  force  for  their  fine  work,  and  I 
look  forward  to  working  with  them  on  future 
projects. 


HON.  ROBERT  G.  TORRICELU  HON.  WILUAM  F.  CUNGER,  JR. 


OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  TORRICELLI.  Mr.  Speaker,  I  rise  In 
honor  of  James  A.  McFaul  In  recognition  of 
his  long  and  meritorious  service  to  the  Bergen 
County  park  system. 

James  McFaul  served  as  executive  director 
of  the  Bergen  County  Park  Commission  for  26 
years.  During  his  tenure  in  that  office,  the 
recreation  areas  of  the  park  system  have  In- 
creased from  1 0  to  26. 

Facilities  added  during  the  past  26  years  in- 
clude a  wildlife  center,  swimming  lakes,  three 
golf  courses,  a  ski  center,  two  horseback 
riding  centers,  55  tennis  courts,  picnic  groves, 
fishing  lakes,  hiking  trails,  campsites,  bicycle 
paths,  playgrounds,  ball  fields,  a  miniature  rail- 
road, and  historic  sites. 

Chosen  State  Conservationist  of  the  Year  in 
1967  by  the  New  Jersey  Federation  of  Sport- 
men's  Clubs,  Mr.  McFaul  received  the  federa- 
tion's highest  honor,  the  Governor's  Trophy. 

The  YMCA  of  Bergen  County  In  1970  pre- 
sented Mr.  f^cFaul  with  a  spec'ul  award  for 
service  to  youth. 

James  McFaul  has  been  a  strong  advocate 
of  wilderness  preservation  within  the  park 
system  and  of  wildlife  education.  The  zoo  at 
Van  Saun  County  Park  Is  In  Its  third  renova- 
tion and  Is  adding  more  natural  features. 
There  Is  also  a  zoo  at  the  wildlife  center.  Both 
have  educational  programs.  The  park  system 
has  two  wooded  reservations  with  hiking  trails 
and  camping. 

In  addition  to  his  long  service  to  the  Na- 
tion's parks,  Jim  served  his  country  well 
during  two  periods  of  crisis.  He  was  recalled 
for  military  service  for  17  months  of  active 
duty  during  the  Korean  conflict  after  t)ecomlng 
a  tank  officer  In  Europe  during  Worid  War  II. 

It  Is  with  great  pleasure  that  I  recognize  the 
devotion  to  his  community  of  this  outstanding 
citizen.  I  wish  Jim  and  his  wife.  Dorothy,  a 
long  and  happy  retirement. 


OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  CLINGER.  Mr.  Speaker,  the  Peace 
Corps  Is  celebrating  Its  25th  anniversary  this 
year,  and  many  of  those  who  served  as  volun- 
teers with  the  corps  over  the  years  are  in 
town  to  mark  the  occasion.  I  know  I  speak  for 
all  my  colleagues  in  the  House  in  welcoming 
all  former  and  present  Peace  Corps  volun- 
teers to  our  Nation's  Capital  and  extending  to 
them  a  heartfelt  thanks  for  the  jobs  they  have 
done  in  the  name  of  America  while  serving  In 
outposts  all  over  the  world.  Happy  birthday. 
Peace  Corps,  and  best  wishes  in  your  next  25 
years. 


PERSONAL  EXPLANATION 


HON.  TOM  LEWIS 

OF  FLORIDA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  LEWIS  of  Florida.  Mr.  Speaker,  due  to 
official  business,  I  was  unable  to  record  my 
vote  on  House  Resolution  536,  a  resolution 
providing  for  the  consideration  of  H.R.  2482, 
the  Federal  Insecticide,  Fungicide,  and  Ro- 
denticlde  Act  Amendments.  Had  I  been 
present  for  rollcall  vote  388.  I  would  have 
voted  "aye." 


FACING  TOXIC  EMERGENCIES- 
A  STEP  FORWARD 


HON.  THOMAS  R.  CARPER 

OF  DELAWARE 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18.  1986 

Mr  CARPER.  Mr.  Speaker,  I  am  delighted 
to  participate  today  in  the  release  of  the 
report  of  the  Environmental  and  Energy  Study 
Conference  Task  Force  on  Toxic  Emergen- 
cies. As  a  member  of  the  14-member  task 
force,  I  was  privileged  to  take  part  In  this  in- 
vestigation of  our  disaster  response  capabili- 
ties. 

The  report  summarizes  the  results  of  com- 
prehensive surveys  conducted  by  task  force 
members  In  their  districts  and  States.  Aimed 
at  local  officials,  fire  and  police  departments, 
State  agencies,  and  Industry,  the  surveys 
evaluated  emergency  planning  and  prepared- 
ness for  possible  hazardous  materials  inci- 
dents. 

The  need  for  a  review  of  this  sort  cannot  be 
overstated— thousands  of  people  are  killed, 
Injured,  and  evacuated  each  year,  from 
Bhopal,  India,  to  Mounds  View,  MN,  as  ware- 
houses explode,  trucks  overturn,  trains  derail, 
and  pipelines  burst.  As  the  home  of  many 
chemical  Industries,  my  State  of  Delaware  Is 
particulariy  vulnerable  to  accidents  involving 
hazardous  chemicals. 

The  task  force  report  provides  a  dual  bene- 
fit. On  the  one  hand,  it  Illuminates  shortcom- 
ings In  our  ability  to  respond  to  toxic  emergen- 
cies. On  the  other  hand,  it  documents  suc- 
cessful programs  that  have  helped  some  lo- 
calities and  States  meet  the  challenge  of  toxic 
emergencies.  Naturally,  those  plusses  and 
minuses  vary  In  degree  and  detail  from  region 
to  region  and  State  by  State.  There  are  some 
general  conclusions,  however,  that  deserve 
attention  at  the  National,  State,  and  local 
levels.  For  example,  first  responders— notably 
firemen— need  better  training  and  equipment. 
To  counter  that  problem,  the  State  of  Dela- 
ware provides,  through  the  Delaware  Fire 
School,  elaborate  and  extensive  training  pro- 
grams including  several  courses  focusing  on 
hazardous  materials  Incidents.  Delaware  has 
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also  established  State  Emergency  Response 
Team  (SERT)  with  equipment  and  expertise 
for  handling  hazardous  situations  that  may  be 
lackir>g  at  the  local  level. 

Delaware,  blessed  by  its  manageable  size, 
knowledgeable  and  active  citizens,  and  re- 
sponsible industry,  has  made  great  strides  in 
addressing  some  of  the  pressing  problems 
which  still  plague  other  areas  of  the  country.  I 
hope  that  these  effective  programs,  coupled 
with  positive  actions  taken  elsewhere,  will  pro- 
vide an  inspiration  and  blueprint  to  help  other 
States  and  localities  improve  their  own  toxic 
emergency  response  capabilities. 

The  key  to  solving  our  remaining  toxic 
emergerKy  challenges  is  cooperation  between 
industry  and  those  who  have  the  responsibility 
to  protect  us  from  chemical  disasters.  This 
report  of  the  Task  Force  on  Toxic  Emergen- 
cies represents  a  significant  effort  to  identify 
problems  and  solutions  that  could  set  the 
stage  for  a  coordinated  Government/industry 
push  for  improved  emergency  preparedness. 


STEAMTOWN  U.S.A. 


HON.  JOSEPH  M.  McDADE 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday.  September  18,  1986 

Mr.  McOADE.  Mr.  Speaker,  I  am  pleased  to 
introduce  bipartisan  legislation  today,  along 
with  25  of  my  colleagues,  to  make  Steamtown 
U.S.A.  an  official  component  of  the  National 
Park  System. 

Steamtown  U.S.A.,  located  in  Scranton,  PA, 
is  a  unkjue  museum  and  "living  exhibit "  to 
America's  steam  age.  Steamtown  contains 
one  of  the  world's  largest  collections  of  steam 
and  railroad  memorabilia.  The  collection  in- 
cludes approximately  40  steam  locomotives 
arnl  100  assorted  pieces  of  other  railroad  roll- 
ing stock.  A  planned  museum  complex  to  dis- 
play this  memorial  to  the  age  of  steam  cen- 
ters arourKl  a  historic  roundhouse,  locomotive 
and  erecting  shops,  and  rail  yards. 

The  "living  exhibit"  excursions  provide  visi- 
tors with  an  exhilarating  13-mile  train  ride, 
powered  by  a  steam-propelled  locomotive, 
through  spectacular  countryside  between 
Scranton  and  Moscow.  PA.  A  planned  expan- 
sion will  take  the  trip  up  to  the  scenic  Pocono 
region  and  to  the  Delaware  Water  Gap. 

The  legislation  I  am  introducing  today  would 
allow  the  Park  Service  to  develop  and  run  this 
steam  age  museum  while  the  nonprofit 
Steamtown  Foundation  operates  the  trains 
and  works  on  locomotive  restoration. 

Even  in  its  early  stages.  Steamtown  has 
shown  its  popular  appeal  by  attracting  over 
215,000  visitors  from  throughout  the  Nation, 
The  State  of  Pennsylvania  recognizes  the  im- 
portance of  Steamtown,  and  is  providing  $1 
million  over  the  next  2  years.  Private  contribu- 
tions are  also  financing  Steamtown,  but  the 
backing  of  the  Federal  Government  through 
legislation  I  have  introduced  is  essential  to 
insure  its  continued  success  and  expansion. 

Earlier  this  week,  I  gave  National  Park  Sen/- 
k:e  Director  William  Penn  Mott,  Jr.,  a  tour  of 
Steamtown  and  joined  him  on  a  ride  aboard 
or>e  of  Steamtown's  historic  locomotives.  Mott 
shares  my  enthusiasm  for  Steamtown,  calling 
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it  a  "national  treasure"  and  "an  ideal  location 
for  telling  the  story  of  railroading  in  the  United 
States." 

I  urge  my  colleagues  to  lend  their  support  to 
this  legislation  which  is  designed  to  preserve 
an  important  part  of  our  Nation's  history  for 
the  education  and  enjoyment  of  future  genera- 
tions. 


September  19,  1986 


PEACE  CORPS  ANNIVERSARY 


WELCOME  PRIME  MINISTER 
PERES 


HON.  RICHARD  STALUNGS 

OF  IDAHO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  STALLINGS.  Mr.  Speaker,  the  White 
House  visit  by  Prime  Minister  Shimon  Peres  of 
Israel  follows  his  successful  summit  meetings 
with  President  Hosni  Mubarak  of  Egypt  last 
week  and  with  King  Hassan  II  of  Morocco  in 
July.  These  historic  meetings,  coupled  with 
the  Israeli-Egyptian  agreement  to  arbitrate 
their  longstanding  border  dispute,  are  wel- 
come news  indeed.  Further,  they  reflect  posi- 
tively on  the  leadership  of  Prime  Minister 
Peres,  who  referred  to  both  nations  as  being 
"very  rich  in  deserts  and  in  hope "  and  having 
"to  overcome  the  deserts  and  to  respond  to 
the  hopes  of  our  two  peoples." 

The  Prime  Minister's  desert  analogy  re- 
called for  me  my  visit  to  Israel  last  year  where 
I  had  the  distinct  pleasure  of  meeting  him. 
What  impressed  me  most,  aside  from  the  en- 
thusiasm of  the  Israelis,  was  their  success  in 
making  the  deserts  bloom  with  abundance, 
not  unlike  my  own  district  in  Idaho.  The  visit 
also  furthered  my  understanding  of  Israeli 
hopes  for  a  just  peace  with  secure  borders, 
and  reinforced  my  support  for  our  one  demo- 
cratic ally  in  the  region.  Finally,  my  visit  re- 
newed my  belief  in  the  wisdom  of  Camp 
David. 

The  Camp  David  accords  must  surely  be 
one  of  the  most  remarkable  achievements  of 
modern  diplomatic  history.  After  30  years  of 
conflict  and  untold  billions  expended  in  fruit- 
less warfare,  the  leaders  of  Israel  and  Egypt 
agreed  at  last  that  the  time  had  come  to  say: 
Enough.  Enough  violence  and  destruction. 
Enough  hate  and  killing.  Enough  madness  and 
terrorism.  In  the  eloquent  words  of  Elie 
Wiesel,  writing  in  the  September  1 1  New  York 
Times  about  the  recent  terrorist  attack  on  a 
synagog,  "This  much  we  must  have  learned 
from  history;  When  Jews  are  attacked,  the 
entire  human  community  ought  to  feel 
unsafe."  This  is  also  the  message  of  Camp 
David  which  requires  our  renewed  commit- 
ment. 

Camp  David  promised  the  hope  of  peace  in 
the  Middle  East.  The  current  visit  by  Prime 
Minister  Peres  is  a  welcome  sign  pointing 
toward  the  return  to  the  Camp  David  strategy 
of  seeking  constructive  solutions  to  seemingly 
intractable  problems.  The  path  is  clear.  We 
need  the  courage  and  vision  to  follow  it. 


HON.  JIM  MOODY 

OF  WISCONSIN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  MOODY.  Mr.  Speaker,  I  would  like  to 
take  a  moment  today  to  commemorate  the 
25th  anniversary  of  the  Peace  Corps  and  to 
extend  my  warmest  thanks  and  respect  to  all 
those  volunteers  who  have  given  of  them- 
selves for  the  benefit  of  others.  These  people 
represent  the  greatest  elements  of  the  Ameri- 
can spirit:  Courage,  determination,  and  the 
heartfelt  desire  to  help  those  in  need.  They 
have  my  sincere  admiration. 

From  Sri  Lanka  to  Swaziland,  Tanzania  to 
Thailand,  these  volunteers  have  shared  their 
lives  and  skills.  In  Niger,  the  Peace  Corps 
taught  villagers  how  to  build  windbreaks  and 
plant  trees  to  create  productive  rangeland 
along  a  sand  dune.  In  Zaire,  volunteers  initiat- 
ed a  project  to  provide  clean  water  to  a  local 
village,  and  later  saw  local  health  personnel 
expand  the  project  to  25  villages.  In  Morocco, 
50  Peace  Corps  volunteers  reforested  a  dev- 
astated area. 

While  these  projects  may  seem  small  in  the 
grand  scheme  of  things,  each  one  has  had  a 
concrete  positive  impact  on  the  community 
where  it  was  developed.  These  projects  es- 
tablish the  kind  of  person-to-person  good  will 
that  massive  government-to-government  aid 
frequently  does  not.  Each  has  been  the  prod- 
uct of  a  committed  volunteer  who  was  willing 
to  leave  his  or  her  family,  friends,  and  home 
for  2  long  years  in  an  effort  to  make  a  differ- 
ence. 

We  can  only  hope  that  one  day  everyone 
will  be  willing  to  devote  so  much  of  their  lives 
in  a  far-off  place,  for  an  unknown  return,  in 
the  hopes  of  enriching  the  lives  of  the  disad- 
vantaged. Only  then  will  we  have  realized  our 
true  potential. 


REGINA     HIGH     SCHOOL     CELE- 
BRATES 30TH  ANNIVERSARY 


HON.  DENNIS  M.  HERTEL 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  HERTEL  of  Michigan.  Mr.  Speaker,  this 
month  marks  a  very  special  event  for  Regina 
High  School  in  Harper  Woods,  Ml.  Members 
of  the  Regina  community  will  celebrate  30 
years  of  dedication  to  quality,  Catholic  educa- 
tion for  young  women. 

Regina  High  School,  a  Catholic,  private,  4- 
year  comprehensive  high  school  for  girls,  is  a 
dream  realized  by  the  late  Cardinal  Mooney 
and  is  dedicated  to  the  Virgin  Mary.  Regina  is 
owned  and  operated  by  the  Sisters  of  St. 
Joseph,  Third  Order  of  St.  Francis  of  Garfield 
Heights,  OH. 

With  a  student  body  of  1 ,040,  Regina  repre- 
sents more  than  80  parishes  and  over  90  dif- 
ferent grade  schools  (public  and  private). 

A  thirst  for  learining  and  an  eye  toward 
higher  education,  nearly  one-third  of  the 
school's  very  first  graduating  class  in  1960 
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continued  their  education  beyond  high  school. 
Today,  93  percent  of  the  217  graduates  in  the 
class  of  1 986  plan  to  continue  their  education 
by  entering  college  or  other  post-secondary 
schools. 

Regina.is  fully  accredited  by  the  University 
of  Michigan,  North  Central  Association  for 
Secondary  Schools  and  Colleges,  and  is  a 
member  of  the  National  Catholic  Education 
Association.  Currently,  the  schools  offers  over 
150  classes.  In  comparison,  in  1956,  no  more 
than  10  courses  taught  by  eight  sisters  were 
offered  to  ninth  graders. 

During  the  past  30  years,  Regina  has  ex- 
panded with  a  gymnasium,  chapel,  auditorium, 
and,  most  recently,  a  complete  computer  lab, 
new  offices,  and  two  new  classrooms.  In  addi- 
tion, uniforms  have  been  modified,  and  many 
traditions  have  developed,  but  the  basic  goal 
of  providing  a  well-rounded  education  in  the 
Catholic  tradition  remains  at  the  heart  of  Regi- 
na's  philosophy. 

The  spirit  of  Regina  High  School,  undoubt- 
edly, has  touched  the  lives  of  many.  Today,  it 
reaches  to  the  U.S.  Congress  and,  in  return, 
on  behalf  of  the  Members  of  the  U.S.  House 
of  Representatives,  I  congratulate  the  stu- 
dents, faculty.  Sisters  of  St.  Joseph,  adminis- 
tration, parents  and  family  members,  and  the 
entire  Regina  community  on  this  historic  occa- 
sion. 
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AN  OUNCE  OF  PREVENTION 


VPW  POST  4164  HONORED 


HON.  BOB  TRAXLER 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  TRAXLER.  Mr.  Speaker,  I  would  like  to 
bring  to  the  attention  of  the  Members  of  the 
House  the  extraordinary  record  of  achieve- 
ments of  the  Veterans  of  Foreign  Wars  Post 
4164,  Caro,  Ml,  and  its  outstanding  Com- 
mander Merkel  Fader.  Under  Commander 
Fader's  able  leadership,  Post  4164  has  just 
been  named  "All  State  Post"  at  this  Julys 
State  VFW  Convention. 

Post  4164  has  been  extremely  active  in 
community  affairs  for  the  past  40  years  and 
has  been  an  Integral  and  most  highly  valued 
element  of  Caro's  civic  pride.  This  year's  des- 
ignation as  "All  State  Post,"  in  fact,  is  the 
second  time  that  Post  4164  has  been  so  hon- 
ored. 

During  the  tenure  of  Commander  Merke 
Fader,  Post  4164  has  consistently  mei  and 
exceeded  its  annual  Post  membership  recruit- 
ment goals.  This  has  enabled  the  Post  to  play 
such  a  significant  role  in  Caro  and  Tuscola 
County  with  its  many  programs  to  promote  the 
spirit  of  Americanism,  through  hospital  service 
for  veterans,  community  services  with  the 
public  schools,  working  to  improve  traffic 
safety  and  education,  to  name  but  a  few. 

Mr.  Speaker,  I  know  that  all  the  Members  of 
the  House  will  want  to  join  with  me  in  com- 
mending Commander  Merkel  Fader  and  the 
entire  membership  of  Caro  VFW  Post  4164  for 
their  richly  deserved  designation  as  "1985- 
1986  All  State  Post."  May  their  good  works 
and  dedication  to  the  community  continue  to 
serve  as  an  example  for  all  other  veteran  and 
civic  organizations  to  emulate. 


HON.  LYNN  MARTIN 

OF  ILLINOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mrs.  MARTIN  of  Illinois.  Mr.  Speaker,  an 
ounce  of  prevention,  it  is  said,  is  worth  a 
pound  of  cure.  The  Congressional  Task  Force 
on  Toxic  Emergencies  has  just  completed  an 
effort  in  prevention  that  will  go  a  long  way 
toward  curing  a  problem  all  of  us  would  like  to 
see  addressed— our  ability  to  respond  to  toxic 
materials  accidents  and  emergencies. 

In  July  of  last  year  the  task  force  began  to 
study  the  degree  of  emergency  planning  for 
hazardous  materials  incidents  on  both  the 
State  and  local  levels.  The  effort  was  broad 
based  and  extensive.  Representatives  of  local 
governments,  industry,  and  police  and  fire  de- 
partments were  surveyed  about  our  existing 
capability  and  plans  regarding  toxic  sub- 
stances accidents.  About  800  responses  were 
received.  Those  responses  reflect  the  State  of 
readiness  in  a  wide  variety  of  areas  that  face 
different  levels  of  risk  including  urban  areas, 
agricultural  centers,  residential  districts  and 
major  transportation  routes. 

The  findings  of  this  study  indicate  that  our 
level  of  preparedness  varies  greatly,  even 
within  the  same  State.  Some  areas  seem 
better  prepared  than  others.  I  am  proud  to 
note  that  Illinois  is  credited  with  having  ad- 
dressed the  task  of  regulating  transportation 
of  hazardous  materials  with  an  extensive  pro- 
gram of  enforcement  with  stiff  fines  for  viola- 
tors. The  point  of  the  study  is  not,  however,  to 
heap  either  blame  or  criticism— it  is  to  assess 
our  current  plans  and  abilities  to  deal  with 
toxic  substance  emergencies. 

We  might  consider  these  incidents  to  be 
rare  and  sporadic.  The  terrible  consequences 
of  such  accidents,  however,  require  us  to 
make  sure  that  every  community  will  be  able 
to  react  appropriately  if  they  are  unlucky 
enough  to  face  this  dangerous  situation. 

The  stakes  are  high.  Ask  Anaheim,  CA, 
which  had  to  evacuate  7,000  residents  when 
fire  struck  a  local  ptoticide  warehouse.  Mi- 
amisburg,  OH,  now  knows  of  the  importance 
of  preparedness.  A  tank  car  derailed  near 
there  and  forced  the  evacuation  of  25,000 
and  the  hospitalization  of  400. 

Just  as  we  insure  against  events  that  we 
hope  will  never  happen,  we  must  assess  our 
ability  to  deal  effectively  with  a  hazardous  ma- 
terials accident.  The  task  force,  on  which  I 
served  with  13  other  Members  of  Congress 
from  both  parties,  has  given  us  such  an  as- 
sessment. We  must  now  take  care  to  protect 
our  citizens  against  these  emergencies. 
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talked  of  honor  and  courage  and  selflessness 
in  making  these  awards.  These  are  the  quali- 
ties we  revere,  for  in  the  military  it  is  our  job  to 
protect  the  Nation  and  preserve  tf>e  peace. 

Now  as  a  representative  of  the  people  of 
the  territory  of  Guam  and  a  leader  concerned 
with  the  development  of  the  Pacific.  I  can  see 
that  there  have  been  many  unsung  heroes, 
peaceful  warriors,  in  the  work  of  preserving 
the  peace. 

The  120,000  Peace  Corps  volunteers  who 
have  served  our  Nation  around  the  worid  have 
made  a  vital  contribution  to  maintaining  tfie 
peace.  Through  the  relationships  they  build, 
the  social  and  economic  contributions  they 
make  and  the  understanding  they  bring  to  the 
Third  World  and  our  Nation,  they  are  building 
and  strengthening  the  peace  and  stability  we 
all  seek  in  the  worid. 

For  in  addition  to  protecting  the  peace  of 
the  worid.  our  Nation  has  a  clear  responsibility 
to  foster  development,  to  create  positive 
change,  to  encourage  progressive  develop- 
ment—to help  build  the  future.  This  is  espe- 
cially true  in  the  Pacific— in  Micronesia,  Poly- 
nesia, and  Melanesia,  where  volunteers  have 
worked  tirelessly  to  help  island  people  make 
the  difficult  transition  from  colonies  to  nation- 
hood. 

The  Peace  Corps  volunteers,  who  celebrate 
the  25th  anniversary  of  the  corps  this  week, 
have  been  willing  to  go  out  into  foreign  lands, 
at  great  personal  sacnfice,  and  learn  foreign 
languages  and  cultures  so  they  can  more  ef- 
fectively work  with  the  people  of  the  world  to 
build  that  better  future. 

So  while  I  have  no  medals  to  give  to  the  re- 
turned Peace  Corps  volunteers  this  weekend 
and  there  may  never  be  a  monument  to  the 
PCV,  I  want  to  join  with  my  colleagues  in  the 
Congress  in  offering  my  sincere  congratula- 
tions to  the  corps  on  this  auspicious  anniver- 
sary and  my  warmest  thanks  to  the  volunteers 
who  made  the  dream  a  reality. 

Above  all  else  the  Peace  Corps  experience 
is  an  intensely  personal  one— a  one-on-one 
relationship  between  the  brave,  dedicated  vol- 
unteer and  the  host  country. 

So  I  commend  each  and  every  volunteer. 
And  I  salute  you  for  a  job  well  done  over  the 
years.  The  Peace  Corps  is  a  tribute  to  the 
American  spirit  of  good  will  and  generosity. 
The  Peace  Corps  volunteer  is  an  embodiment 
of  those  virtues  in  active  service  to  the  Nation 
and  the  worid. 


SALUTING  THE  PEACE  CORPS 
AT  25 


HON.  BEN  GARRIDO  BLAZ 

OF"iGUAM 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  BLAZ.  Mr.  Speaker,  as  a  former  Marine 
Corps  officer,  I  am  used  to  writing  commenda- 
tions and  pinning  medals  on  people.  I  have 


THE  REOPENING  AND  NEW  LIFE 
OF  THE  HISTORIC  PORT  STEU- 
BEN HOTEL 


HON.  DOUGUS  APPLEGATE 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  APPLEGATE.  Mr.  Speaker,  a  new  life 
has  been  given  to  the  historic  Fort  Steuben 
Hotel,  in  Steubenville,  OH.  The  new  Fort  Steu- 
ben officially  reopens  its  doors  on  Friday,  Sep- 
tember 26,  1986.  as  an  apartment  complex  for 
elderiy  and  handicapped  tenants  in  the  com- 
munity. 

Built  in  1919,  the  Fort  Steuben  Hotel  was 
the  resting  stop  for  thousands  of  visitors  in  a 
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region  of  booming  industrial  and  economic 
growth.  The  hotel  closed  its  doors  in  February 
1984  due  to  the  necessity  of  extensive  repara- 
tions. The  restoration  of  this  historic  landmark 
assures  its  continued  use  and  place  in  Steu- 
benville  history.  The  once  famous  ballroom, 
which  was  the  location  of  wedding  receptions, 
bar>quets,  and  dances,  has  been  renovated 
into  an  elegant  community  room  for  the  Fort 
Steuben  tenants. 

I  am  very  pleased  with  the  role  of  Federal 
funding  for  this  project  through  the  Housing 
and  Urban  Development  Section  202  Pro- 
gram. The  strong  inititative  and  planning  by 
the  Diocese  of  Steubenville  and  Marian 
Manor,  \nc^  have  been  the  impetus  which  has 
made  possible  this  tremendous  achievement. 
The  joint  effort  included  funding  support  from 
Federal,  city,  and  private  sources,  totalling 
S4.1  million. 

Mr.  Speaker.  I  am  pleased  to  recognize  the 
reopening  of  the  Fort  Steuben  as  a  communi- 
ty housing  project  and  I  know  it  will  continue 
to  serve  as  a  historic  landmark  for  the  well- 
being  of  the  surrounding  area  for  several  gen- 
erations to  come. 


EXTENSIONS  OF  REMARKS 

DOWLING  COLLEGE  RECEIVES 
FAA  GRANT 


TASK  FORCE  ON  TOXIC 
EMERGENCIES 


HON.  H.  JAMES  SAXTON 

OF  NEW  JERSFV 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  SAXTON.  Mr.  Speaker,  I  am  pleased  to 
announce  that  the  Task  Force  on  Toxic  Emer- 
gencies has  completed  and  is  today  releasing 
its  final  report  on  heizardous  matenals  inci- 
dents and  the  preparedness  of  our  communi- 
ties and  States  to  deal  with  these  accidents. 

This  report  is  the  result  of  almost  a  year  of 
work  by  the  task  force  which  included  con- 
ducting surveys  in  Members'  home  districts. 
These  surveys  were  distributed  among  four 
major  groups:  Fire  and  police  departments, 
local  officials.  State  agencies,  and  industry 
groups.  The  questions  sought  information  on 
ttie  levels  of  awareness  and  training  among 
first  responders,  the  coordination  between 
State  and  Federal  authorities  and  laws  and 
the  presence  of  any  specialized  programs  or 
training  for  dealing  with  toxic  emergencies. 

We  can  all  recognize  the  need  for  a  coordi- 
nated response  to  toxic  emergencies.  Without 
a  joint  effort  by  agencies  and  officials  trained 
and  prepared  to  handle  toxic  emergencies,  a 
relatively  simple  spill  or  leak  can  become  a 
toxic  nightmare  threatening  the  health  and 
welfare  of  area  residents  and  the  environ- 
ment. 

The  report  released  today  by  the  task  force 
is  an  important  first  step  in  gauging  the  exist- 
ing capabilities  and  highlighting  the  areas  of 
need  as  well  as  those  of  example.  I  was 
pleased  to  participate  in  this  report  and  survey 
and  am  confident  it  will  serve  as  an  important 
tool  in  assisting  others  prepare  for  toxic  emer- 
gencies. 


HON.  THOMAS  J.  DOWNEY 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  DOWNEY  of  New  York.  Mr.  Speaker,  it 
is  with  great  pride  that  I  rise  to  pay  tribute  to 
Dowling  College,  located  in  Oakdale,  NY. 
Today,  Dowling  College  received  an  award  for 
its  outstanding  program  in  ainway  science  from 
the  Federal  Aviation  Administration  (FAA). 

Dowling  is  a  small  school,  but  it  plays  a  big 
role  on  Long  Island.  For  instance.  Long  Is- 
land's own  commercial  airport,  MacArthur  Air- 
port, has  experienced  significant  growth  in 
traffic  in  the  past  few  years.  However,  the  re- 
sulting Increase  in  noise  has  been  a  problem 
for  the  residential  neighborhoods  around  the 
airport.  Nobody  wants  to  stop  the  benefits  of 
growth  but  nobody  wants  to  sacrifice  their 
quality  of  life  either.  Nor  should  they.  Dowl- 
ing's  airway  science  program  can  help  find  the 
solutions  we  need  to  problems  like  this. 

The  FAA  has  awarded  Dowling  $223,300  to 
refurbish  and  expand  its  airway  science  labo- 
ratory and  acquire  computer  equipment.  Dowl- 
ing has  earned  this  award  and  I  am  confident 
that  not  just  Long  Island,  but  the  Nation,  at 
large  will  benefit  from  the  research  that  is 
done  as  a  result  of  the  grant.  To  Dowling  I 
say.  keep  up  the  good  work. 


HONORING    RABBI 
FELDMAN     OF 
COUNTY,  NY 


MORRIS 
QUEENS 


HON.  GARY  L.  ACKERMAN 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  ACKERMAN.  Mr.  Speaker,  I  rise  today 
in  honor  of  Rabbi  Morris  Feldman.  the  spiritual 
leader  of  Anshe  Shalom  in  Kew  Gardens, 
New  York,  and  a  source  of  strength  for  the 
entire  Queens  County  community  on  the 
joyous  occasion  of  his  70th  birthday,  which 
will  be  celebrated  on  Saturday,  September  20. 

Rabbi  Feldman  has  been  an  active  leader  in 
over  four  decades  of  community  service.  Time 
does  not  permit  a  full  listing  of  his  accomplish- 
ments over  the  course  of  his  distinguished 
career,  but  I  will  try  to  summarize  his  achieve- 
ments. Rabbi  Feldman  established  the  first 
Hillel  in  Pittsburgh,  PA.  serving  the  four  univer- 
sities of  that  city,  so  that  Jewish  students 
would  have  the  opportunity  to  take  advantage 
of  their  rich  cultural,  historical,  religious,  and 
social  heritage.  He  developed  a  thought-pro- 
voking television  program,  Moral  Issues  of  Our 
Times,  which  captured  the  prestigious  Pea- 
t)ody  Award.  He  is  active  within  the  Rabbinic 
Assembly,  and  serves  on  the  law  committee 
of  that  important  religious  body. 

Throughout  his  career.  Rabbi  Feldman  has 
been  involved  in  intertaith  organizations,  fur- 
thering his  belief  in  strong  ties  between 
people  of  all  religions.  In  Queens,  he  has 
been  especially  active  in  the  community  home 
for  the  developmently  disabled,  and  he  con- 
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ducts  a  model  seder  every  Passover  at  the 
home. 

Mr.  Speaker,  Rabbi  Feldman's  wife,  Ger- 
trude, is  also  active  in  the  New  York  commu- 
nity as  the  supervisor  of  special  projects  in 
the  Jewish  Community  Service  of  Long  Island. 
They  have  two  daughters.  Beth  and  Tamar. 
During  his  birthday  celebration  this  weekend. 
Rabbi  Feldman  will  also  be  honored  as  Man 
of  the  Year  at  Anshe  Shalom,  for  all  the  dedi- 
cation he  has  shown  for  that  congregation,  as 
well  the  wider  New  York  community. 

Mr.  Speaker,  people  like  Rabbi  Feldman  are 
much  too  rare  in  this  world.  The  love,  the 
care,  and  the  commitment  he  gives  every  day 
have  affected  the  lives  of  countless  people.  I 
call  now  for  all  of  my  colleagues  In  the  United 
States  House  of  Representatives  to  join  me  in 
wishing  a  hearty  Mazel  Tov  to  Rabbi  Morris 
Feldman,  and  in  sending  him  only  our  very 
best  wishes  for  the  years  to  come. 


IN  HONOR  OF  JUDGE  JOHN  M. 
PARKS 


HON.  DENNIS  E.  ECKART 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  ECKART  of  Ohio.  Mr.  Speaker,  I  rise 
today  to  pay  tribute  to  a  truly  outstanding  indi- 
vidual. Judge  John  M.  Parks,  a  resident  of  my 
congressional  district  in  Ohio.  Throughout  the 
Honorable  John  M.  Parks'  22-year-career,  he 
has  earned  the  respect  and  admiration  of  his 
peers,  receiving  three  outstanding  and  three 
superior  awards  from  the  Ohio  Supreme 
Court.  He  has  been  characterized  as  having 
the  unique  ability  to  bring  both  wit  and  wisdom 
to  the  difficult  task  of  deciding  the  multitude  of 
disputes  that  confront  a  judge. 

Prior  to  his  law  career.  Judge  Parks  served 
as  special  agent  in  the  FBI  investigating  coun- 
tersubversive  activities  from  1942  to  1945, 
earning  a  special  commendation  from  FBI  Di- 
rector J.  Edgar  Hoover. 

My  community  will  surely  miss  a  judge  of  his 
caliber  and  experience.  It  is  my  pleasure  and 
a  personal  honor  for  me  to  pay  tribute  to  the 
Honorable  Judge  John  M.  Parks  on  the  occa- 
sion of  his  retirement. 


FOUR  MEMBERS  ARE  HONORED 
BY  ASSOCIATION  OF  CERTI- 
FIED PROFESSIONAL  SECRE- 
TARIES 


HON.  JOHN  McCAIN 

OF  ARIZONA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  McCAIN.  Mr.  Speaker,  it  'S  my  privilege 
to  call  to  the  attention  of  my  colleagues  Karen 
G.  Crawford  of  Phoenix,  AZ,  who,  as  presi- 
dent, recently  addressed  the  Association  of 
Certified  Professional  Secretaries  to  honor 
four  members  for  their  outstanding  perform- 
ance on  the  certified  professional  secretar- 
ies's  examination. 

The  certified  professional  secretaries'  exam- 
ination is  developed  and  administered  twice 
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annually  by  the  Institute  for  Certifying  Secre- 
taries, a  department  of  professional  secretar- 
ies international  [PSI].  Members  of  the  insti- 
tute are  from  education,  management,  and  the 
secretarial  profession. 

Six  areas  of  business  practices  are  tested 
on  the  CPS  examination:  t)ehavioral  science  in 
business,  business  law,  economics,  manage- 
ment, accounting,  office  administration  and 
communication,  and  office  technology. 

Karen  Crawford  was  educated  at  Utah  State 
University  and  Arizona  State  University.  She 
earned  her  CPS  rating  in  1 970  and  is  a  former 
member  of  the  CPS  Institute.  She  was  served 
on  the  PSI  seminar  team  for  the  research  and 
educational  foundation,  the  PSI  International 
public  and  world  affairs  committee,  and  the 
international  education  and  program  commit- 
tee. She  is  the  past  president  of  two  Arizona 
chapters:  Valley  of  the  Sun  in  Phoenix  and  the 
Scottsdale,  AZ,  chapter. 

Karen  was  a  charter  member  and  served 
two  terms  as  president  of  the  CPS  Society  of 
Arizona.  She  is  currently  the  charter  president 
of  the  Association  of  Certified  Professional 
Secretaries— worldwide  organization  formed  in 
October  1985  for  those  persons  who  have 
earned  the  CPS  rating. 

Presently,  Karen  G.  Crawford  is  secretary/ 
treasurer  of  R.M.  Hobson,  Inc.,  a  Government- 
bond  dealer  in  Phoenix.  She  is  one  of  three 
owners  of  the  company  and  a  member  of  the 
board  of  directors.  She  is  the  principal  of 
Karen  Crawford  Associates,  a  seminar  firm 
specializing  In  presentations  for  secretaries. 

I  salute  Karen  Crawford  not  only  for  her  in- 
volvement in  the  Arizona  business  community, 
but  also  for  her  ongoing  efforts  on  behalf  of 
the  Association  of  Certified  Professional  Sec- 
retaries. 


THE  CATASTROPHE  OF  UNIN- 
SURED AND  UNDERINSURED 
AMERICANS:  IN  SEARCH  OF  A 
U.S.  HEALTH  PLAN 


HON.  EDWARD  R.  ROYBAL 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

.  Friday,  September  19,  1986 

Mr.  ROYBAL.  Mr.  Speaker,  most  Americans 
would  agree  that  the  United  States  has 
among  the  best— if  not  the  best— health  care 
in  the  world.  That  is,  the  best  health  care  for 
those  who  are  fortunate  enough  to  have 
access  to  it.  Tragically,  many  Americans  do 
not  have  adequate  access  to  quality  health 
care. 

On  September  12,  the  House  Select  Com- 
mittee on  Aging  held  a  hearing  focused  on 
two  critical  access  deficiencies.  First  is  the 
large  and  growing  number  of  Americans  with- 
out any  health  insurance  coverage.  Recent 
studies  indicate  that  over  31  million  people 
are  uninsured.  Without  the  protection  of  insur- 
ance coverage,  hospitals  and  other  health 
care  providers  are  growing  more  and  more  re- 
luctant to  provide  needed  care. 

The  second  great  deficiency  is  one  of  un- 
derinsurance, inadequate  coverage  for  pri- 
mary, acute,  and  long-term  care.  Young  fami- 
lies are  more  and  more  likely  to  be  working 
for  employers  who  provide  only  minimal  cover- 
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age.  Over  200  million  Americans  are  without 
long-term  care  protection— be  it  public  or  pri- 
vate—and are  at  major  risk  of  financial  disas- 
ter when  hit  by  a  catastrophic,  chronic  illness. 

I  am  deeply  saddened  by  the  personal  trag- 
edies I  have  witnessed  due  to  a  lack  of 
access  to  needed  health  care.  It  is  unaccept- 
able that  the  personal  catastrophe  of  an  ill- 
ness can  be  accompanied  by  a  second  catas- 
trophe—a financial  disaster  striking  young  and 
old  alike. 

Clearly,  a  broad-based  problem  exists  and 
only  a  broad-based  solution  will  provide  the 
full  health  protection  which  Americans  so  des- 
perately require.  Fortunately,  there  is  no  short- 
age of  options  for  dealing  with  this  tragic 
problem. 

In  choosing  among  the  many  available  op- 
tions or  in  packaging  a  more  comprehensive 
solution,  certain  criteria  should  be  applied: 

Are  the  uninsured  fully  insured? 

Are  the  underinsured  insured  for  basic 
health  costs? 

Are  the  underinsured  insured  for  catastroph- 
ic acute  care  costs? 

Are  the  underinsured  insured  for  catastroph- 
ic long-term  care  costs? 

Is  the  quality  of  health  care  assured? 

Are  costs  affordable  for  individuals,  govern- 
ment and  employers? 

By  applying  these  criteria  to  all  proposals, 
the  American  people  and  policymakers  can 
judge  the  adequacy  and  merits  of  each  one. 

As  we  consider  different  options,  it  is  impor- 
tant to  keep  in  mind  that  all  funding  comes 
from  the  same  source,  the  American  people. 
How  much  Americans  pay  depends  heavily  on 
their  health  status  and  insurance  coverage 
and,  unfortunately,  much  less  on  their  ability 
to  pay.  The  challenge  is  to  create  an  insur- 
ance system  which  ensures  equal  access 
even  for  those  Americans  with  limited  ability 
to  pay  for  needed  health  care. 

For  that  reason,  I  introduced  my  U.S.  Health 
Act  of  1986  (H.R.  5070),  a  comprehensive, 
national  health  plan  to  guarantee  that  all 
Americans  have  access  to  the  full  spectrum  of 
necessary  health  care.  Not  only  would  U.S. 
Health  dismantle  existing  barriers  to  health 
care,  but  it  would  slow  the  current  health  care 
cost  spiral  and  Improve  health  care  quality  as 
well. 

Uncertainty  may  exist  about  the  extent  of 
public  support  for  active  .Government  leader- 
ship. However,  the  public,  fostered  by  the 
growing  personal  experience  with  inadequate 
health  care  coverage,  is  making  increasing 
demands  that  Government  address  this  crisis. 

The  Federal  Government,  in  conjunction 
with  States  and  the  private  sector,  has  the  re- 
sponsibility and  must  make  the  commitment  to 
act  as  the  steward  of  the  Nation's  health  care 
delivery  system  and  the  protector  of  the  Na- 
tion's health. 

As  has  been  demonstrated  by  the  Medicare 
Program,  Government  can  take  an  active  role 
in  ensuring  access  to  millions  of  Americans 
while  working  closely  with  the  private  sector. 
Outside  of  the  United  States,  Canada  has  also 
demonstrated  that  Government  can  take  the 
leadership  role  in  assuring  health  care  acces- 
sibility and  affordability.  So  too  the  American 
Government  can  take  the  lead  in  and  should 
shoulder  the  responsibility  for  ensuring  equity 
of  access  for  all  Americans.  Equal  access  is 
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far  too  important  a  matter  to  be  left  to  chance, 
to  whim  or  to  market  forces. 

Given  the  forces  of  change  and  the  current 
inequities  of  access,  now  is  the  time  to  make 
the  commitment  to  protect  the  uninsured  and 
underinsured.  The  risk  to  the  uninsured  and 
underinsured  is  great  and  grows  every  day. 
High  and  rapidly  rising  health  costs  are  hittir)g 
Americans  of  all  ages.  If  costs  are  not  con- 
trolled, health  costs  for  everyone— individuals, 
employers.  Government— will  outdistance  our 
ability  to  pay  for  needed  health  care.  We  no 
longer  can  afford  not  to  act. 

However,  public  and  private  sector  policy- 
makers will  not  solve  the  problem  unless  and 
until  Americans  of  all  ages  demand  that  it  be 
done.  When  public  policymakers  t)elieve  that 
elections  will  be  won  or  lost  on  this  issue, 
then  and  only  then  will  this  catastrophic  prob- 
lem of  over  31  million  uninsured  and  over  200 
million  underinsured  Americans  be  solved. 

Mr.  Speaker,  the  Select  Committee  on 
Aging  chairman's  report,  "America's  Unin- 
sured and  Underinsured:  A  Nation  at  Risk  of 
Inadequate  Health  Care  and  Catastrophic 
Costs,"  follows: 

America's  Uninsured  and  Underinsured:  a 
Nation  at  Risk  of  Inadequate  Health 
Care  and  Catastrophic  Costs 
Health  insurance  coverage  for  235  million 
Americans  of  all  ages  is  a  deep  and  immedi- 
ate concern  to  Congress  because  it  is  an  es- 
sential element  if  people  are  to  access 
needed  care  and  reduce  the  personal  burden 
of  catastrophic  health  costs. '  Recent  studies 
continue  to  document  serious  gaps  in  insur- 
ance coverage.  Over  31  million  persons- 
more  than  13  percent  of  the  U.S.  popula- 
tion—are uninsured,  highlighting  the  need 
for  some  type  of  remedial  action.  Of  equal 
concern  are  the  many  millions  of  Americans 
who  are  underinsured— those  whose  insur- 
ance is  Inadequate.  The  underinsured  are 
also  not  ensured  access  to  needed  health 
care,  t>e  it  primary,  acute  or  long  term  care, 
nor  are  they  protected  from  catastrophic 
health  costs.  When  faced  with  a  catastroph- 
ic acute  or  long  term  illness,  over  200  mil- 
lion Americans  are  potentially  underin- 
sured. 

THE  UNINSURED 

Any  effort  to  estimate  the  number  of  un- 
insured people  is  difficult  due  to  the  lack  of 
a  satisfactory  data  gathering  system.  As  a 
result,  the  following  current  estimates  of 
the  uninsured  are  low  since  they  miss  signif- 
icant numbers  of  uninsured. 

The  U.S.  Census  Bureau's  Survey  of 
Income  and  Program  Participation  (SIPP) 
taken  during  the  third  quarter  of  1985  re- 
vealed that  approximately  13.5  percent  of 
Americans,  representing  31.8  million  per- 
sons, are  without  health  insurance— public 
or  private.  The  uninsured  are,  by  and  large, 
people  under  age  65.  as  the  Medicare  pro- 
gram provides  coverage  for  the  elderly. 
Alxjut  150,000  people  over  age  65  are  unin- 
sured. The  16  to  24  age  group  contains  the 
largest  proportion  of  uninsured  with  over  22 
percent  lacking  insurance.  Sixteen  percent 
of  those  under  the  age  of  16  are  without  in- 
surance. 

The  SIPP  survey  shows  that  of  those 
under  65  years  of  age,  about  15.2  percent 


'  Access  is  defined  as  the  ability  to  pay  for  serv- 
ices, the  availability  of  services,  and  the  absence  of 
other  barriers.  This  report  focuses  on  the  ability  to 
pay  issue. 
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are  uninsured.  To  give  some  historical  per- 
spective to  this  statistic.  12.5  percent  of 
people  under  age  65  were  uninsured  in  1977. 
(National  Medical  Care  Expenditure  Survey 
(NMCES),  1977)  This  proportion  rose  to  a 
high  of  17.1  percent  in  1983.  (SIPP.  1983) 
The  employment  factor 

Approximately  75  percent  of  the  unin- 
sured are  employed  adults  or  their  depend- 
ents. The  employed  uninsured  tend  to  be 
young  and  relatively  less  educated.  Workers 
in  occupations  that  are  seasonal  or  transito- 
ry in  nature  and  those  in  occupations  re- 
quiring relatively  less  technical  skill  are  also 
more  likely  to  be  uninsured.  (National 
Center  for  Health  Services  Research.  1985) 
The  poverty  factor 

Although  the  uninsured  are  distributed 
across  income  levels,  a  disproportionately 
large  share  are  economically  disadvantaged. 
According  to  the  1982  Current  Population 
Survey.  35  percent  of  the  uninsured  have  a 
family  income  below  the  federal  poverty 
threshold  of  $9,000  for  a  family  of  four:  64 
percent  (nearly  two-thirds)  of  the  uninsured 
have  a  family  income  below  200  percent  of 
the  federal  poverty  standard. 

The  geographic  factor 

The  likelihood  of  being  without  health  in- 
surance appears,  to  some  extent,  to  be  a 
function  of  geographic  region  of  residence. 
Two-tenths  of  the  residents  of  the  West 
South  Central  states  are  uninsured,  where- 
as, only  one  in  ten  residents  of  New  England 
are  uninsured.  Some  of  this  variation  is  di- 
rectly related  to  the  varying  adequacy  of 
state  eligibility  criteria  of  Medicaid  pro- 
grams. Congressional  Research  Service. 
1986) 

The  Medicaid  factor 

Medicaid  deserves  much  credit  for  improv- 
ing the  poors  access  to  health  care.  Howev- 
er, many  poor  persons  are  not  eligible  for 
Medicaid  coverage.  Poor  pcDple  may  not 
qualify  for  Medicaid  either  because  they 
don't  meet  the  categorical  requirements  (i.e. 
they  arent  aged,  blind,  disabled,  or  eligible 
for  Aid  to  Families  with  Dependent  Chil- 
dren) or  because  they  don't  meet  the  state- 
determined  resource  and  income  require- 
ments. This  latter  problem  is  exemplied  by 
the  fact  that  the  cu:-off  income  level  for 
Medicaid  eligibility  dipped  below  55  percent 
of  the  federal  poverty  threshold  in  23  states 
in  1984.  (Marion  Lewin  and  Lawrence  Lewin. 
Business  and  Health.  Septeml)er  1984) 

According  to  a  1982  study,  only  37.5  per- 
cent of  those— both  aged  and  nonaged— with 
incomes  below  the  federal  poverty  standard 
are  actually  eligible  for  Medicaid.  Another 

13.2  percent  of  those  with  incomes  below 
the  federal  cut-off  level  are  covered  by  em- 
ployer-provided   health    insurance,    leaving 

49.3  percent  of  the  federally-certified  poor 
without  any  form  of  public  or  private 
health  insurance.  (Thomas  Joe,  Judith 
Meltzer,  and  Peter  Yu.  Health  Affairs. 
Spring  1985)  These  are  the  people  who  fall 
through  Medicaid's  cracks. 

The  uninsurable  factor 
Included  in  the  group  of  persons  who  are 
uninsured  are  persons  who  are  not  covered 
by  a  group  health  plan  and  cannot  purchase 
private  health  insurance  because  of  preex- 
isting medical  conditions.  This  group  also 
includes  many  insured  Americans  who  have 
very  restricted  coverage  due  to  one  or  more 
serious  health  problems.  President  Reagan's 
Health  Policy  Advisory  Group  estimates 
that  "perhaps  one  million  Americans  are 
uninsurable  •  •  •  totally  or  for  specific  con- 
ditions." 
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THE  UNDERINSURED 

The  many  millions  of  Americans  who  have 
inadequate  health  insurance— the  underin- 
sured— are  also  a  major  public  policy  con- 
cern. Estimates  of  the  underinsured  are  de- 
termined by  examining  the  extent  to  which 
payments  of  out-of-pocket  health  costs 
affect  a  family's  financial  well-being.  Even 
for  those  with  some  type  of  health  care  cov- 
erage, the  associated  out-of-pocket  costs,  as 
a  result  of  premiums,  deductibles,  and  co- 
payments  as  well  as  payment  for  nonco- 
vered  services,  can  reach  catastrophic  levels 
or  preclude  persons  from  seeking  needed 
care. 

A  recent  National  Center  for  Health  Serv- 
ices Research  (NCHSR)  study  suggests  that 
"two  distinct  type.s  of  families  have  out-of- 
pocket  expenses  that  are  relatively  high  in 
relation  to  income:  (1)  families  which,  due 
to  high-cost  illness,  incur  total  health  care 
bills  so  large  that  in  spite  of  relatively  good 
insurance  coverage,  the  uncovered  portion 
paid  out-of-pocket  amounts  to  a  consider- 
able sum:  these  are  the  intended  benefici- 
aries of  most  traditional  stop-loss  cata- 
strophic health  insurance  proposals:  and  (2) 
families  for  whom  relatively  small  out-of- 
pocket  expenses  represent  a  high  percent- 
age of  their  income  due  to  a  combination  of 
low  income  and  inadequate  health  care  cov- 
erage. " 

Depending  on  the  way  "underinsured"  is 
defined,  estimates  of  the  proportion  of  the 
privately  insured  under  age  65  who  are  inad- 
equately insured  range  from  8  percent  to  26 
percent.  In  general,  about  13  percent  are 
thought  to  be  underinsured.  However,  the 
percentage  who  are  underinsured  for  cata- 
strophic acute  or  long  term  illnesses  is  much 
higher— more  than  85  percent  of  all  Ameri- 
cans. According  to  the  NCHSR  report,  be- 
tween one-third  and  two-thirds  of  all  non- 
group  enrollees  are  underinsured.  Group  en- 
roUees.  who  represent  90  percent  of  persons 
with  private  insurance,  are  still  a  substan- 
tial majority  of  the  underinsured. 

The  catastrophic  cost  factor 

On  the  problem  of  catastrophic  health 
costs,  the  NCHSR  study  shows  that  the 
families  with  a  high  ratio  of  out-of-pocket 
expenses  to  income  were  found  to  be  headed 
by  someone  under  18  or  over  65  years  of  age. 
not  employed,  and  with  lower  income.  The 
proportion  who  are  underinsured  is  highest 
when  it  comes  to  catastrophic  protection- 
insurance  against  the  small  possibility  of 
large  uninsured  expenses  from  a  costly 
ilness  More  than  200  million  Americans- 
over  85  percent  of  Americans— lack  ade- 
quate protection  against  catastrophic  acute 
or  long  term  care  costs. 

The  high  and  rising  cost  factor 

Already  individuals  and  employers  are 
having  difficulty  paying  the  high  cost  of 
adequate  health  insurance.  Even  for  people 
who  might  be  able  to  afford  adequate  insur- 
ance and  most  other  out-of-pocket  health 
care  costs,  the  future  presents  the  problem 
of  rapidly  rising  out-of-pocket  costs.  Elderly 
out-of-pocket  costs  are  projected  to  rise 
about  twice  as  fast  as  their  income.  Even 
working  Americans  are  unlikely  to  keep 
pace.  Per  capita  health  care  costs  are  pro- 
jected to  grow  at  an  8.0  percent  annual  rate 
between  1985  and  1990  while  the  costs  of 
other  goods  (Consumer  P»rice  Index)  are 
projected  to  grow  at  a  much  slower  annual 
rate  of  4.8  percent.  (Health  Care  Financing 
Review,  Spring  1986) 

TTie  noncovered  acute  care  factor 

Americans  over  the  age  of  65  are  in  a 
somewhat   different   position   than  Ameri- 
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cans  under  the  age  65  primarily  due  to  the 
availability  of  Medicare  coverage  for  basic 
medical  care.  However,  most  elderly  are  still 
at  risk,  jsut  as  are  the  non-elderly.  Medicare 
and  most  private  insurance  exclude  pay- 
ments for  preventive  examinations,  eye- 
glasses, prescriptions,  prosthetic  devices, 
and  foot  care.  Furthermore,  both  Medicare 
and  most  private  insurance  provide  only  the 
most  minimal  protection  against  catastroph- 
ic health  care  costs— the  most  significant  of 
which  is  the  enormous,  unpredictable,  and 
growing  cost  of  long  term  care. 

One  indicator  of  the  inadequacy  of  Medi- 
care coverage  is  the  fact  that  about  two- 
thirds  of  the  elderly  have  chosen  to  pur- 
chase supplemental  insurance  policies.  How- 
ever, the  supplemental  insurance  policies 
are  both  expensive  and  generally  only  help 
pay  for  deductibles  and  coinsurance  for 
Medicare  covered  services.  As  a  result,  the 
elderly  remain  unprotected  from  the  costs 
of  dental  care,  prescription  drugs,  and  long 
term  care.  Further,  neither  Medicare  nor 
the  private  supplemental  policies  provide 
protection  for  expenses  resulting  from 
longer  term,  acute  illness. 

77ie  noncovered  long  term  care  factor 

When  it  comes  to  long  term  care,  over  85 
percent  of  Americans  are  underinsured. 
Home  care  remains  a  relatively  uncovered 
service  for  most  Americans.  Nursing  home 
coverage  provided  by  Blue  Cross  and  Blue 
Shield,  commercial  insurance  plans  and 
Medicare  is  limited.  Currently,  only  16-25 
private  insurance  companies  offer  long-term 
care  insurance  which  is  substantially  more 
comprehensive  than  standard  Medigap  poli- 
cies and  which  go  beyond  restrictive  Medi- 
care definitions  for  nursing  care. 

At  a  cost  of  $20,000  to  $50,000  a  year, 
nursing  home  care  would  be  financially  dev- 
astating to  most  people.  According  to  a 
study  conducted  by  Harvard  and  Massachu- 
setts Blue  Cross  and  Blue  Shield  for  the 
Committee  on  Aging,  nearly  two  out  of 
three  elderly  persons  alone  will  impoverish 
themselves  after  13  weeks  in  a  nursing 
home. 

77ie  age  55  to  65  factor 

Inadequate  private  in.surance  is  a  problem 
particularly  among  those  between  the  ages 
of  55  and  65.  While  this  age  group  is  more 
likely  to  be  insured  throughout  the  year 
than  the  rest  of  Americans,  they  face  the 
likelihood  of  high  medical  expenditures  at 
an  age  of  reduced  employment,  reduced 
income  and  lower  rates  of  group  insurance 
enrollment.  (NCHSR.  1985) 

77ie  uninsured  and  underinsured  ct  risk 

The  risks  and  problems  facing  many  mil- 
lions of  uninsured  and  underinsured  Ameri- 
cans are  great  and  growing. 

The  risk  of  inadequate  access 

According  to  a  1982  Robert  Wood  Johnson 
Foundation  survey  on  access,  one  million 
families  have  at  least  one  member  who  was 
refused  care  because  of  inadequate  funds. 
Similarly.  5.1  percent  of  insured  families 
found  it  difficult  to  obtain  health  care  in 
the  twelve  months  prior  to  the  survey.  The 
survey  also  indicated  that  4.8  percent  of  in- 
sured families  needed  health  care  in  the 
twelve  months  prior  to  the  survey  but  did 
not  obtain  it.  A  Louis  Harris  survey  indicat- 
ed that  over  8  percent  of  American  families 
in  1983  did  not  obtain  needed  medical  care 
for  financial  reasons. 

The  National  Medical  Care  Expenditure 
Survey  determined  that  utilization  patters 
suggest  that  the  uninsured  may  not  have 
the  access  they  need  to  medical  care.  The 
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insured  under  age  65  receive  54  percent 
more  physician  ambulatory  care  than  the 
uninsured.  Further,  the  insured  under  age 
65  receive  almost  twice  as  much  hospital 
care  as  the  uninsured. 

Not  only  do  the  uninsured  receive  less 
care,  but  they  perceive  themselves  to  be  In 
poorer  health  than  the  Insured.  The  Robert 
Wood  Johnson  Foundation's  1982  study 
shows  that  20.4  percent  of  the  uninsured  be- 
lieve themselves  to  be  in  fair  or  poor  health 
compared  to  only  13.4  percent  of  the  In- 
sured. Poorer  health  status  of  the  uninsured 
indicates  that  more  health  care  Is  needed 
for  the  uninsured,  not  less. 

The  risk  of  catastrophic  health  costs 

Catastrophic  costs  refer  to  large,  unaffor- 
dable,  out-of-pocket  health  case  expendi- 
tures that  can  result  from  Illnesses  requir- 
ing either  acute  or  long  term  care.  In  deter- 
mining whether  or  not  a  person's  medical 
expenses  are  catastrophic,  either  a  person's 
medical  expenditures  can  be  measured 
against  a  specific  dollar  threshold  amount 
or  measured  relative  to  an  individual's 
income. 

A  recent  National  Center  for  Health  Serv- 
ices Research  study  documented  the 
number  of  families  with  high  out-of-pocket 
health  care  expenditures  relative  to  Income 
in  1977.  Of  all  families,  19.9  percent  incur 
out-of-pocket  costs  for  personal  health  serv- 
ices exceeding  5  percent  of  income;  9.6  per- 
cent have  health  care  costs  in  excess  of  10 
percent  of  Income;  and  4.3  percent  have 
health  costs  in  excess  of  20  percent  of 
income. 

Another  Indicator  of  the  inadequacy  of 
coverage  is  the  fact  that  elderly  Americans 
will  be  spending  just  over  16  percent  of 
their  income  on  health  care  in  1986,  averag- 
ing $1,850  per  person.  Older  persons  now 
pay  a  larger  portion  of  their  Income  for 
health  care  than  they  did  when  Medicare 
and  Medicaid  began  20  years  ago.  (House 
Selection  Committee  on  Aging,  1986) 

Since  the  previous  figures  are  based  solely 
on  out-of-pocket  expenses  actually  paid, 
they  likely  underestimate  the  problem. 
These  figures  fail  to  incorporate  costs  for 
those  services  that  were  needed  but  were 
not  sought  by  or  provided  to  the  uninsured 
and  underinsured. 

The  growing  risk  for  the  uninsured  and 
underinsured 

The  impact  of  non-existent  or  inadequate 
insurance  on  access  to  needed  care  is  expect- 
ed to  grow  even  stronger  as  health  care 
costs  continue  their  upward  spiral.  As 
health  care  costs  rise  rapidly,  it  is  less  likely 
that  Americans  can  pay  the  out-of-pocket 
costs  and  more  likely  that  access  is  restrict- 
ed. 

Rising  Costs 

In  the  case  of  the  elderly,  the  House  Com- 
mittee on  Aging  estimates  that  out-of- 
pocket  costs  will  grow  from  12  percent  of  el- 
derly income  in  1977  to  18.5  percent  in  1991. 
By  1991.  elderly  out-of-pocket  cost  are  pro- 
jected to  average  $2,633  per  person  and  to 
amount  to  about  40  percent  of  total  elderly 
health  care  costs.  For  the  total  population, 
the  situation  will  also  get  worse  as  health 
expenditures  continue  to  rise  faster  than 
the  Gross  National  Product,  a  measure  of 
the  nation's  ability  to  pay. 

Changing  Employer  Behavior 

Employers— the  primary  purchasers  of 
private  health  care  coverage— are  increas- 
ingly becoming  "prudent  buyers"  and  are 
beginning  to  shop  for  the  least  expensive 
providers  of  health  care  and  encourage  in- 


EXTENSIONS  OF  REMARKS 

surance  companies  to  do  the  same.  Respond- 
ing to  this  pressure  to  reduce  prices,  health 
care  providers  are  beginning  to  scrutinize 
their  costs,  eliminate  or  reduce  senices  that 
do  not  generate  an  adequate  level  of  reve- 
nues, and  avoid  free  or  discounted  care  for 
the  poor  and  near  poor. 

Increasing  Competition 
Further  exacerbating  the  already  restrict- 
ed financial  access  to  health  care  is  the  cur- 
rent emphasis  on  "competition"  in  our 
health  system.  Prior  to  this  era  of  'market 
reform"  in  health  care,  private  and  public 
health  care  providers  provided  varying 
amounts  of  free  and  discounted  care  and 
could  recover  the  associated  "lost "  charges 
by  shifting  them  onto  the  bills  of  private 
paying  patients.  But  this  voluntary  and  in- 
formal pattern  of  cross-subsidization  of  free 
and  discounted  care  is  becoming  less  avail- 
able as  the  health  system  becomes  more 
price-sensitive. 

Changing  Hospital  Behavior 
Vanderbilt  University  survey  indicates 
that  both  private  and  public  hospitals  are 
taking  actions  to  limit  the  amount  of  free 
care  provided.  In  1981  and  1982,  approxi- 
mately 15  percent  of  hospitals  adopted  ex- 
plicit policies  and  procedures  to  restrict  care 
to  nonpaying  patients.  (Geraldine  Dallek, 
Health/PAC  Bulletin.  May/June  1985) 

The  growing  pressure  to  limit  the  amount 
of  care  provided  to  non-paying  patients  ap- 
pears to  be  prompting  a  rise  in  the  practice 
of  "patient  dumping."  While  data  on  the 
number  of  patients  transferred  due  to  an  in- 
ability to  pay  do  not  exist,  a  study  of  Chica- 
go's Cook  County  Hospital  revealed  that  the 
number  of  annual  transfer  patients  received 
by  the  hospital  increased  500  percent  be- 
tween 1979  and  1985.  (Washington  Report 
on  Medicine  and  Health,  July  15.  1985) 
Similarly,  a  study  of  Parkland  Memorial 
Hospital  in  Dallas,  Texas  indicated  a  300 
percent  increase  in  the  number  of  transfer 
patients  received  between  1983  and  1985. 
(Wall  Street  Journal,  March  8,  1985) 

According  to  the  Urban  Institute,  even 
state  and  local  governments  have  reduced 
their  direct  financial  support  for  public  hos- 
pitals—what have  long  been  considered  the 
hospitals  of  last  resort  for  the  uninsured 
and  underinsured.  (Marion  Lewin  and  Law- 
rence Lewin.  Business  and  Health,  Septem- 
ber 1984)  In  1985  alone,  17  state  and  local 
public  hospitals  closed  their  doors.  Further- 
more, the  need  for  subsidized  care  is  most 
critical  in  Impoverished  communities  where 
local  taxpayers  are  less  able  to  finance  care 
for  the  uninsured  poor.  (Urban  Institute, 
June  1984) 

INSURING  THE  UNINSURED  AND  UNDERINSURED 

"Equal  access"  occurs  when  entry  Into  the 
health  care  delivery  system  is  based  on  need 
rather  than  factors  such  as  status  of  health 
insurance  coverage,  ability  to  pay  out-of- 
pocket  costs,,  or  plsice  of  residence.  As  de- 
scribed earlier,  most  Americans  do  not  have 
equal  access.  However,  most  Americans 
would  agree  that  the  inequities  should  be 
removed  and  that  equal  access  to  health 
care  should  be  achieved.  The  key  questions 
are  how  and  when. 

Options  for  insuring  the  uninsured  and 

underinsured 
Fortunately  there  is  no  shortage  of  op- 
tions for  insuring  the  uninsured  and  under- 
insured.  Though  there  are  many  ways  to 
characterize  the  many  options,  much  of  the 
current  debate  focuses  on  private  versus 
public  sector  options. 
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Private  Sector  Options 
Some  argue  that  private  sector  options 
should  be  the  primary  or  only  options  used. 
Here  the  approaches  might  Include  encour- 
aging or  requiring  employees  to  extend  cov- 
erage to  more  employees,  retirees  or  laid-off 
workers  or  to  expand  the  breadth  of  cover- 
age for  all  employees.  Another  option  might 
be  to  encourage  personal  saving  for  medical 
expenses  through  vehicles  such  as  medical 
IRAs  or  health  savings  accounts.  Another 
route  might  l>e  to  allow  expanded  tax  de- 
ductions or  credits  to  cover  expenses  such  as 
for  long  term  care.  Yet  another  option  is  to 
encourage  insurance  companies  to  make 
more  Insurance  policies  available  which 
cover  catastrophic  acute  and  long  term  care 
expenses.  What  must  be  kept  in  mind  is 
that  these  private  sector  options  ser\e  to  de- 
crease federal  revenues  and  do  not  directly 
address  the  problems  of  the  medically  indi- 
gent and  others  with  limited  ability  to  pay. 

Public  Sector  Options 

Some  argue  that  public  sector  options 
shoud  be  the  primary  or  only  options  used. 
State  and  federal  options  might  incude  ex- 
tending the  Medicaid  program  to  pick  up  all 
of  the  poor  or  the  unemployed.  A  different 
approach  for  the  unemployed  might  be  to 
purchase  private  insurance  for  them.  An- 
other Medicaid  alternative  might  be  to 
allow  low  income  individuals  to  "buy"  into 
Medicaid.  A  similar  option  might  be  for 
States  to  develop  private  "risk  pools"  where 
individuals  could  buy  insurance  at  group 
rates.  States  might  tax  hospitals  to  create 
"bad  debt  and  charity  pools"  and  permit 
hospitals  to  draw  from  these  pools  to  cover 
uncompensated  care.  Another  route  might 
be  to  use  grant  programs  such  as  the  com- 
munity health  center  and  maternal  and 
child  health  programs. 

Looking  only  at  the  federal  level,  a  wide 
range  of  options  are  available.  Using  Medi- 
care as  a  base,  federal  approaches  might  in- 
clude extending  the  eligible  Medicare  popu- 
lation or  expanding  coverage  to  include  cat- 
astrophic acute  and  long  term  care.  Some 
recent  proposals  to  institute  Medicare 
vouchers  might  be  used  to  cover  other 
people.  The  federal  government  might  also 
provide  the  services  directly  as  it  does 
through  the  Veterans  Administration  and 
the  Indian  Health  Service.  A  hospital-based 
option  might  be  to  mandate  some  minimum 
•fair  share  of  free  care"  and  provide  en- 
forcement through  conditions  for  hospital 
licensure,  certificate  of  need  approval,  par- 
ticipation in  the  Medicare  program  or  eligi- 
bility for  tax-exempt  bonds. 

A  more  ambitious  and  comprehensive  fed- 
eral public  insurance  option  might  protect 
all  Americans  (Including  the  fully  Insuicd, 
the  uninsured,  and  the  underinsured),  cover 
health  and  long  term  care,  shield  Americans 
from  catastrophic  acute  and  long  term  care 
expenses,  upgrade  the  quality  assurance 
system  and  contain  total  health  care  costs. 
One  such  comprehensive  health  protection 
package  is  the  "USHealth"  plan  introduced 
by  Chairman  Roybal.  (See  attached  summa- 
ry of  U.S.  Health  Act  of  1986  (H.R.  5070)). 

Criteria  for  assessing  the  options 
As  we  consider  the  available  options,  it  is 
important  to  keep  in  mind  that  all  funding 
comes  from  the  same  source,  the  American 
people.  Funding  may  come  directly  or  indi- 
rectly from  the  American  people  through 
individual  premiums,  joint  employer/em- 
ployee paid  premiums,  individual  and  corpo- 
rate taxes  or  direct  out-of-pocket  payments 
to  health  care  providers.  How  much  Ameri- 
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cans  pay  depends  heavily  on  their  health 
status  and  insurance  coverage  and,  unfortu- 
nately, much  less  on  their  ability  to  pay. 
The  challenge  is  to  create  an  insurance 
system  which  ensures  equal  access  even  for 
those  Americans  with  limited  ability  to  pay 
for  needed  health  care. 

Many  options  are  available  for  ensuring 
equal  access  for  all  Americans.  In  choosing 
among  them  or  in  packaging  a  more  com- 
prehensive solution,  certain  criteria  should 
be  applied: 

Are  the  uninsured  fully  insured? 

Are  the  underinsured  insured  for  basic 
health  costs? 

Are  the  underinsured  insured  for  cata- 
strophic acute  care  costs? 

Are  the  underinsured  insured  for  cata- 
strophic long  term  care  costs? 

Is  the  quality  of  health  care  assured? 

Are  costs  affordable  for  individuals,  gov- 
ernment and  employers? 

By  applying  these  criteria  to  all  proposals, 
the  American  people  and  policymakers  can 
judge  the  adequacy  and  merits  of  each  one. 

Commitment  to  insuring  the  uninsured  and 
underinsured 
Uncertainty  may  exist  about  the  extent  of 
public  support  for  active  goverrunent  leader- 
ship. However,  the  public,  fostered  by  the 
growing  personal  experience  with  inad- 
equate health  care  coverage,  is  making  in- 
creasing demaoids  that  government  address 
this  crisis. 

The  Federal  Goverrunent.  in  conjunction 
with  States  and  the  private  sector,  has  the 
responsibility  and  must  make  the  commit- 
ment to  act  as  the  steward  of  the  nation's 
health  care  delivery  system  and  the  protec- 
tor of  the  nation's  health. 

As  has  been  demonstrated  by  the  Medi- 
care program,  government  can  take  an 
active  role  in  ensuring  access  to  millions  of 
Americans  while  working  closely  with  the 
private  sector.  Medicare  has  continued  to 
mature  as  a  major  health  insurance  pro- 
gram and  continues  to  provide  leadership  on 
cost  containment  and  quality  assurance 
issues.  Outside  of  the  United  States.  Canada 
has  also  demonstrated  that  government  can 
take  the  leadership  role  in  assuring  health 
care  accessibility  and  affordability.  So  too 
the  American  government  can  take  the  lead 
in  and  should  shoulder  the  responsibility 
for  ensuring  equal  access  for  all  Americans. 
Equal  access  is  far  too  important  a  matter 
to  be  left  to  chance,  to  whim  or  to  "market 
forces." 

Major  health  care  reforms  as  envisioned 
above  are  never  easy,  but  they  must  be 
done.  They  can  be  done  if  we  put  aside  our 
differences  and  recognize  what  is  most  im- 
portant—namely, protecting  the  American 
people. 

Given  the  forces  of  change  and  the  cur- 
rent inequities  of  access,  now  is  the  time  to 
make  the  commitment  to  protect  the  unin- 
sured and  underinsured.  The  risk  to  the  un- 
insured and  underinsured  is  great  and  grows 
every  day.  High  and  rapidly  rising  health 
costs  are  hitting  Americans  of  all  ages.  If 
costs  are  not  controlled,  health  costs  for  ev- 
eryone—individuals, employers,  govern- 
ment—will outdistance  our  ability  to  pay  for 
needed  health  care.  V/e  no  longer  can  afford 
not  to  act. 

Public  and  private  sector  policymakers 
will  not  solve  the  problem  unless  and  until 
Americans  of  all  ages  demand  that  it  be 
done.  When  public  policymakers  believe 
that  elections  will  be  won  or  lost  on  this 
Issue,  then  and  only  then  will  this  cata- 
strophic problem  of  over  31  million  unin- 
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sured   and   over   200   million   underinsured 
Americans  be  solved. 


September  19,  1986 


UNDERESTIMATING  THE  IM- 
PORTANCE OF  DRUG  ERADICA- 
TION IN  FOREIGN  COUNTRIES 


HON.  DONALD  J.  PEASE 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday.  September  19,  1986 

Mr.  PEASE.  Mr.  Speaker,  I  am  glad  to  see 
the  Congress  and  the  Reagan  administration 
moving  to  adopt  strong  measures  to  deal  with 
the  drug  epidemic  in  our  midst.  But  in  the 
stampede  to  act,  I  am  concerned  that  any 
new  Federal  spending  on  this  problem  be  di- 
rected at  those  facets  of  the  drug  problem 
where  it  is  likely  to  do  the  most  good. 

First,  I  fear  that  too  little  priority  and  re- 
sources are  being  committed  to  eliminating 
drug  supplies  where  they  are  produced  in  for- 
eign countries;  $48  million  in  new  appropria- 
tions to  be  requested  by  the  President  as  part 
of  a  $1.5  billion  package  seems  woefully  inad- 
equate. I  would  call  to  the  attention  of  my  col- 
leagues a  thoughtful  article  by  James  Mills,  an 
expert  in  the  ways  and  means  of  the  interna- 
tional narcotics  industry,  that  appeared  in  last 
Friday's  New  York  Times.  I  request  that  it  be 
reproduced  in  its  entirety.  The  gist  of  his  argu- 
ment is  that  international  drug  dealers  can 
most  effectively  be  affected  through  interdic- 
tion efforts  in  countries  where  drugs  are  pro- 
duced. 

Second,  the  Reagan  administration  has 
failed  to  enforce  existing  laws  that  are  tailor 
made  to  applying  real  pressure  on  appropriate 
foreign  governments  to  act  against  drug  pro- 
ducers subject  to  their  control.  Under  title  V  of 
the  Trade  Act  of  1974. 

The  President  shall  not  designate  any 
country  a  beneficiary  developing  country 
under  ths  section  (for  trade  preferences)  if 
such  country  does  not  take  adequate  steps 
to  cooperate  with  the  United  States  to  pre- 
vent narcotic  drugs  and  other  controlled 
substances  produced,  processed,  or  trans- 
ported in  such  country  from  entering  the 
United  States  unlawfully. 

To  the  best  of  my  knowledge,  this  prohibi- 
tion has  never  been  applied  once  to  any  of 
the  countries  that  are  major  sources  of  the 
drugs  flowing  into  the  United  States.  To  the 
contrary,  in  1985,  President  Reagan  and  the 
U.S.  Trade  Representative  gave  duty-free 
treatment  to  $3.3  billion  in  products  imported 
from  precisely  those  countries  where  the  inter- 
national drug  flow  begins. 

Mexico $1,200,000,000 

Peru 166,000,000 

Bolivia 14,000,000 

Colombia 99,000,000 

Turkey 39,000,000 

Pakistan 35.000,000 

Jamaica 18,000,000 

Burma 1,700,000 

Thailand 235,000.000 

India 286.000.000 

Hong  Kong 1.200.000,000 

Source:  U.S.  Trade  Representative. 

A  more  cost  effective  means  to  combat 
drug  use  would  be  to  enforce  the  drug  laws 
on  the  books  to  curtail  foreign  supplies. 


(Prom  the  New  York  Times.  Sept.  5.  1986] 
The  Simplest  Way  to  Fight  Drugs 
(By  James  Mills) 
What  do  the  traffickers  themselves  think 
of  all  this  drug  hysteria— President  Rea- 
gan's urinalysis,  the  first  blockade  of  New 
York  harbor  since  the  War  of  I8I2,  propos- 
als to  seal  the  Mexican  border  with  a  2,000- 
mile  cocaine  curtain?  In  a  fortified  mansion 
In  Bangkok.  In  a  Mexico  City  prison.  In 
homes,  hotel  rooms  and  restaurants  on  four 
continents.  I  have  spoken  to  a  few  of  the 
men  who  run  the  International  narcotics  in- 
dustry, and  I  am  certain  their  reaction  to 
the  war  on  drugs  is  the  same  today  as  when 
I  met  them.  They  are  laughing.  With  each 
desperate  new  response  to  the  drug  dilem- 
ma, we  move  further  and  further  from  the 
real  solution,  and  give  the  narcotics  tycoons 
every  reason  to  celebrate. 

When  an  intelligent  person  has  a  problem, 
he  first  examines  the  problem,  breaks  it 
into  Its  components,  tries  to  find  the  funda- 
mental cause  (as  opposed  to  symptoms  mas- 
querading as  causes)  and  then  attacks  that 
cause.  He  also  asks  himself  what  attacks 
have  been  made  on  the  problem  in  the  past, 
and  which.  If  any.  of  those  attacks  have  had 
success. 

Clearly,  the  cause  of  the  drug  problem  Is 
drugs.  If  drugs  had  never  existed,  there 
could  be  no  drug  problem.  Apparent  solu- 
tion: remove  drugs.  Without  the  presence  of 
drugs,  there  would  be  no  need  for  programs 
to  interdict  drugs,  arrest  drug  dealers,  seize 
drug  profits,  treat  drug  addicts  or  test  po- 
tential drug  users. 

What  attacks  have  been  launched  against 
the  drug  problem  In  the  past?  They  Include: 
Interdiction,  law  enforcement,  penalties, 
treatment,  denying  profits,  eradication. 

Which  of  these,  if  any,  have  worked?  Only 
one:  eradication.  It  worked  in  Turkey,  and  it 
worked,  more  recently  and  temporarily.  In 
Mexico.  None  of  the  others  has  ever  worked, 
to  any  significant  degree,  anywhere  at  any 
time. 

Doesn't  common  sense  tell  us  that  before 
we  throw  billions  of  dollars  and  Immense  ef- 
forts at  other  recommended  attacks  on  the 
problem,  we  should  fully  exhaust  attempts 
at  eradication,  the  orily  remedy  that  has 
ever  worked?  Not  only  Is  eradication  the 
only  remedy  that  has  worked,  it  is  also  the 
only  approach  that  directly  attacks  the  fun- 
damental problem— removing  drugs. 

Eradication  also  happens,  fortunately,  to 
be  the  cheapest  and  easiest  approach. 
Ninety-five  percent  of  the  world's  cocaine, 
for  example,  originates  In  only  two  coun- 
tries. Peru  and  Bolivia.  They  have  a  com- 
bined population  approximately  equal  to 
that  of  California.  They  are  impoverished 
and  desperately  in  need  of  aid.  Surely,  It 
would  be  relatively  easy  to  encourage— and, 
if  necessary,  to  force— those  countries  to 
stop  growing  coca. 

Peru  and  Bolivia  complain  that  eradica- 
tion of  coca  plants  would  unduly  upset  peas- 
ants who  earn  their  livings  from  coca.  But 
when  members  of  the  Senate  Select  Com- 
mittee on  Narcotics  Abuse  and  Control  vis- 
ited Peru  and  Bolivia  in  1983  they  found 
that  many,  if  not  most,  of  the  coca-growing 
campesinos  had  until  recently  been  growing 
legitimate  food  crops.  Only  when  the  cam- 
pesinos abandoned  food  crops  for  the  more 
lucrative  coca  plants  did  both  those  coun- 
tries have  to  be  fed  by  emergency  Interna- 
tional relief  programs. 

Bolivia  further  claims  that  since  campe- 
sinos represent  60  percent  of  the  electorate, 
their  disfavor  could  topple  the  Government. 
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Well,  so  what— compared  to  the  alternative 
of  continuing  cocaine  abuse?  Bolivian  gov- 
ernments have  been  collapsing  regularly  for 
the  past  30  years  and  will  no  doubt  continue 
to  collapse  with  or  without  the  eradication 
of  coca  fields. 

Note  that  Thailand  has  offered  the  peas- 
ants-will-starve argument  for  some  15  years, 
while  its  poppy  acreage  has  grown  and 
grown.  Turkey  said  the  same  thing  (it  had 
300.000  farmers  growing  poppies)— until 
President  Richard  M.  Nixon  gave  the  Turk- 
ish Government  money  for  the  farmers  who 
were  put  out  of  the  opium  business  in  the 
early  1970's.  Most  of  the  money  went  into 
the  pockets  of  corrupt  officials.  Still,  fhere 
were  no  reports  of  mass  starvation  in 
Turkey. 

A  few  weeks  ago.  President  Victor  Paz  Es- 
tenssoro  of  Bolivia,  asking  for  $100  million  a 
year  in  anti-drug  funds  from  the  United 
States,  was  quoted  as  saying:  "If  we  are 
going  to  tell  the  peasants  not  to  grow  coca, 
we  have  to  have  alternatives.  Without  an 
all-weather  highway,  they  cant  market  rice. 
coffee,  oranges,  and  other  legal  crops  they 
could  substitute  for  coca."  I  first  heard 
those  words— virtually  verbatim— about  a 
decade  ago  from  Thailand  officials.  The 
Thais  got  the  money  they  requested,  they 
got  their  crop  substitution  programs  and 
they  got  their  highway.  Today,  the  money  is 
gone,  crop  substitution  is  still  in  the  "dem- 
onstration" stage,  poppy  acreage  is  vastly 
increased  and  the  highway  has  been  used  to 
transport  opium  and  morphine  base. 

It  is  also  argued  that  if  we  eradicate  in 
one  country,  growers  will  simply  shift  to  an- 
other. This  ignores  the  fact  that  there  are 
only  a  limited  number  of  locations  with  the 
agricultural  and  climatic  conditions  neces- 
sary for  the  growth  of  coca  and  poppies. 
And  once  the  full  power  of  the  United 
States  comes  down  on  Peru  and  Bolivia, 
forcing  eradication,  surely  other  countries 
will  see  the  handwriting  on  the  wall.  Will 
they  imagine  that  they  can  succeed  where 
Peru  and  Bolivia  failed?  Would  not  the 
United  States  be  as  capable  of  coercing 
those  countries  into  eradication  as  it  was 
Peru  and  Bolivia?  And  isn't  there  something 
fundamentally  unsound,  and  craven,  about 
the  other-countries-will-step-in  argument? 
Is  it  wise  not  to  attack  one  enemy  for  fear 
that  others  might  then  appear? 

After  having  observed  the  international 
drug  scene  for  20  years.  I  am  convinced  that 
eradication  is  the  only  thing  that  will  work, 
and  that  it  would  work  quite  easily.  If  Presi- 
dent Reagan  dug  in  his  heels  and  became 
obsessive  about  eradication,  he  could  reduce 
the  availability  of  cocaine  by  50  percent  in 
six  months,  and  80  percent  in  a  year.  Heroin 
could  be  similarly  reduced,  though  over  a 
longer  period  of  time. 

Why.  then,  is  eradication  always  at  the 
bottom  of  every  politicians  list  of  "things  to 
do?"  I  think  because  it's  the  least  politically 
attractive  recommendation.  Surely,  it  is  no 
accident  that  the  present  furor  over  drugs 
(sparked  only  in  part  by  the  emergence  of 
crack)  precedes  the  November  elections  by 
three  months.  (President  Reagan  declared 
his  war  on  drugs  19  days  before  the  1982 
elections.)  Politicians  appear  to  believe  that 
workers  are  interested  only  in  what  is  near- 
est to  them.  So  we  get  domestic  solutions: 
interdiction,  testing  and  enforcement. 
Eradication— a  big  word  that  happens  in  dis- 
tant lands— isn't  so  viscerally  ap[}ealing  as 
capital  punishment  for  pushers. 

We  have  to  stop  wanting  to  appear  as  if 
we  are  doing  something— and  do  something. 
There  is  no  end  to  the  good  you  can  accom- 
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plish  if  you  don't  care  who  gets  the  credit. 
Eradication  could  make  all  other  approach- 
es, from  interdiction  to  testing,  irrelevant. 

I  might  also  add  that  drugs  are  not  exclu- 
sively an  American  problem.  The  war  must 
be  a  world  war  not  only  in  the  sense  that 
producing  countries  are  our  enemies,  but  in 
the  sense  that  other  victim  countries  are— 
or  should  be— our  allies.  We  do  not  have  the 
highest  per  capita  addiction  rate  in  the 
world.  (Colombia  is  said  to  have  three  mil- 
lion addicts,  which  is  one  in  nine  citizens— 
almost  unbelieveable.)  Many  countries  in 
Asia.  Latin  America,  and  Europe  have  large 
and  growing  drug  problems.  They  should  be 
as  eager  as  we  to  see  to  it  that  producing 
countries  get  out  of  the  dope  business. 

Last  year.  23  Americans  died  in  terrorist 
attacks,  and  we  bombed  Libya.  If  the 
world's  coca  fields  were  in  Libya,  instead  of 
Peru  and  Bolivia,  President  Reagan  would 
know  what  to  do  and  we  would  not  have  a 
cocaine  problem  today. 

By  concentrating  the  bulk  of  its  efforts  on 
domestic  approaches,  our  Government 
keeps  the  heat  off  the  leaders  of  the  inter- 
national narcotics  industry,  men  whose 
supply,  production  and  management  teams 
are  overseas. 

So  the  traffickers  are  laughing.  They 
know  how  to  solve  the  drug  problem.  The 
war  on  drugs  is  the  best  thing  that  ever 
happened  to  them. 


•HIGH  FLEXIBLE"  FUEL 

HON.  CLAUDINE  SCHNEIDER 

OF  RHODE  ISLAND 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Nfliss  SCHNEIDER.  Mr.  Speaker,  last  year 
the  President's  Commission  on  Industrial 
Competitiveness  warned  of  a  serious  short- 
coming that  the  United  States  must  remedy  if 
It  is  to  maintain  a  strong  and  vigorous  com- 
petitive position  in  the  global  marketplace. 
While  noting  that  the  United  States  is  preemi- 
nent in  advancing  scientific  and  technological 
breakthroughs,  the  Commission  went  on  to 
point  out  that  the  United  States  is  far  less  re- 
sourceful in  ensuring  the  timely  commercial- 
ization of  these  developments.  This  is  quite 
apparent  in  the  economic  downturn  of  not 
only  the  smokestack  industries — processing  of 
primary  metals,  steelmaking,  automaking— but 
also  in  the  competitive  threat  to  our  "sunrise" 
high  technology  industries,  where  the  United 
States  is  losing  market  shares  in  7  out  of  10 
product  areas. 

If  we  are  to  ensure  a  strong,  robust  econo- 
my, then  we  must  remain  alert  to  innovative 
opportunities  when  they  present  themselves 
to  us.  A  case  In  point  is  the  Department  of 
Defense's  support  for  research  and  develop- 
ment in  gas-turbine  technology,  which  holds 
out  extraordinary  promise  for  commercial  spin- 
off in  the  utility  sector.  I  would  like  to  share 
with  my  colleagues  an  article  explaining  the 
gains  to  be  made  from  this  technological  inno- 
vation that  recently  appeared  in  the  Wall 
Street  Journal  by  Drs.  Robert  Williams  and 
Eric  Larson  at  Princeton's  Center  for  Energy 
and  Environmental  Studies. 
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Gas  Turbines  Could  Meet  Electricity 
Demand 

(By  Robert  H.  Williams  and  Eric  D.  Larson) 

Analysts  from  the  Energy  Department 
and  private  utilities  often  warn  that  unless 
more  and  more  large  coal  and  nuclear  power 
plants  are  built,  the  U.S.  will  face  economi- 
cally crippling  power  shortages  in  the 
future.  This  is  not  necessarily  the  case.  Ad- 
vances in  gas-turbine  technology,  arising  in 
large  part  from  Defense  Department  sup- 
port for  research  and  development  on  mili- 
tary-aircraft engines,  make  possible  a  more 
hopeful  electric  future. 

Large,  new  nuclear  and  coal  plants  have 
proved  to  be  very  costly,  accounting  for 
much  of  the  60%  increase  in  the  U.S.  aver- 
age, inflation-corrected  price  of  electricity 
since  1970.  Growing  concerns  about  nuclear 
safety  and  acid  rain  are  likely  to  lead  to  fur- 
ther regulatory  constraints  on  nuclear  and 
coal  power,  which  will  make  it  difficult  to 
reduce  these  costs.  In  addition,  future 
growth  in  electricity  demand  is  highly  un- 
certain. Thus  by  investing  in  large  plants 
that  take  at  least  eight  years  to  build,  utili- 
ties risk  being  caught  up  in  a  vicious  circle. 
If  demand  grows  more  slowly  than  expect- 
ed, the  resulting  excess  capacity  leads  to 
higher  customer  rates,  which  reduce 
demand  further,  necessitating  still  higher 
rates,  etc. 

Consider  instead  new  gas-turbine  technol- 
ogies having  largely  unfamiliar  names  (e.g., 
advanced  combined  cycles,  evaporative-re- 
generative gas  turbines,  turbocharged 
steam-injected  gas  turbines,  and  intercooled 
steam-injected  gas  turbines),  which  have  re- 
cently become  available  or  could  be  com- 
mercialized quickly.  These  advanced  gas  tur- 
bines, like  turbines  now  used  by  utilities  for 
meeting  peak  electrical  demands,  have  low 
capital  costs.  But  unlike  peaking  turbines: 
they  are  highly  energy  efficient,  requiring 
30%  to  40%  less  fuel. 

These  natural  gas-fired  turbines  can 
produce  electricity  at  less  total  cost  than 
coal  or  nuclear  plants,  even  with  gas  prices 
much  higher  than  at  present.  Having  small 
sizes  and  short  lead  times,  these  gas  tur- 
bines are  ideal  for  planning  in  the  face  of 
uncertainty:  Utilities  can  wait  to  see  how 
demand  is  evolving  before  deciding  to  build. 
If  natural  gas  should  eventually  get  too 
costly,  these  plants  could  be  shifted  to  syn- 
thetic gas  derived  from  coal  and  still  be 
competitive  with  conventional  coal  or  nucle- 
ar plants.  Using  coal  this  way  would  produce 
much  less  air  pollution  than  burning  it  in 
conventional  coal  power  plants.  For  the 
more  efficient  options,  the  switch  to  coal 
gas  could  probably  be  delayed  until  well 
after  the  year  2000. 

Despite  such  attractions,  utilities  are  not 
rushing  to  buy  advanced  gas  turbines  nor 
are  manufacturers  rushing  to  build  them. 
The  bias  against  gas  turbines  began  in  the 
mid-1970s,  when  natural  gas  was  being  used 
up  at  a  much  faster  rate  than  new  supplies 
were  being  found,  leading  Congress  to  pass 
the  Powerplant  and  Industrial  Fuels  Use 
Act  of  1978,  which  put  constraints  on  the 
use  of  natural  gas  by  utilities.  Since  the  de- 
regulation of  the  price  of  new  natural  gas, 
however,  the  supply  outlook  has  improved. 
Additions  to  gas  reserves  have  been  compa- 
rable to  production,  and  there  is  now  a  gas 
surplus.  Present  law.  however.  per\'ersely 
allows  utilities  to  use  gas  inefficiently  (in 
existing  plants)  but  prohibits  them  from 
using  it  efficiently  (in  new  plants). 

While  the  Fuels  Use  Act  constraints  are 
not  absolute,  few  utilities  are  interested  in 
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getting  exemptions— in  part  because  they 
have  not  yet  adapted  to  thinking  of  the  gas 
turbine  as  a  major  power-generating  option 
and  in  part  because  most  utilities  don't  need 
new  generating  capacity.  However,  it  is  also 
worthwhile  to  replace  existing  gas-fired 
steam-electric  plants  with  efficient  gas  tur- 
bines. This  could  lead  to  lower  electrical 
rates  and  to  gas  savings  nationwide  equiva- 
lent to  about  500,000  barrels  of  oil  a  day. 
But  utilities  are  not  adequately  motivated 
to  retire  economically  inefficient  capacity, 
so  no  significant  replacement  market  is  de- 
veloping for  these  new  turbines. 

Manufacturers  are  not  pushing  to  develop 
and  market  these  new  turbines,  because  the 
utility  market  is  uncertain  and  the  Defense 
Department  already  provides  a  secure  and 
profitable  military-aircraft  market  for  gas 
turbines.  The  high  efficiency  that  could  be 
achieved  in  utility  applications  is.  to  a  large 
degree,  the  result  of  Defense  Department 
R&D  on  jet  engines,  which  averaged  $425 
million  a  year  over  the  past  decade. 

Because  they  are  not  looking  for  new  civil- 
ian markets,  U.S.  manufacturers  are  not 
prepared  to  commit  the  modest  incremental 
R&D  investments  needed  to  tailor  advanced 
gas  turbines  to  utility  needs.  However,  these 
technologies  are  so  inherently  attractive, 
and  their  development  costs  so  low,  that 
they  will  be  developed  somewhere.  A  Japa- 
nese consortium  is  already  being  organized 
to  finance  the  development  of  utility-scale 
steam-injected  gas  turbines. 

Barring  immediate  and  politically  unlikely 
support  for  new  nuclear  and  coal  plants, 
new  gas-turbine  technologies  spell  the  end 
of  the  era  of  the  electric  behemoths.  The 
speed  of  the  transition  to  these  new  tech- 
nologies and  U.S.  manufacturers'  roles  in 
marketing  them  are.  to  some  extent,  de- 
pendent on  public  policies.  Ending  restric- 
tions on  utility  use  of  natural  gas,  providing 
incentives  for  utilities  to  replace  economi- 
cally inefficient  equipment,  and  perhaps  re- 
directing a  modest  amount  of  military  R&D 
money  to  utility  gas  turbines  would  all  help 
shape  a  formidable  U.S.  capability  in  these 
new  gas-turbine  markets.  The  U.S.  can  be  a 
technological  leader  in  these  markets,  build- 
ing on  its  undisputed  lead  in  jet-engine  tech- 
nology, or  follow  others,  to  its  economic  det- 
riment. 


A  COMMON  HERITAGE 


HON.  MANUEL  LUJAN,  JR. 

OF  NEW  MEXICO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday.  September  19,  1986 

Mr.  LUJAN.  Mr.  Speaker,  I  am  pleased  to 
submit  for  the  Record  a  speech  the  Honora- 
ble ESTEBAN  Torres  delivered  to  the  Con- 
gressional   Hispanic    Caucus    Institute,    Inc., 
dinner  on  Tuesday,  September  16.  Congress- 
man   Torres    speaks    eloquently    of    the 
common  heritage  held  by  all  Hispanics  and 
the  overriding  wish  that  Hispanic-Americans 
be  first  accepted  as  citizens  of  the  United 
States. 
As  our  colleague  says: 
Our  heritage  provides  us  with   a  bright 
light  to  illuminate  our  past  and  a  powerful 
l>eam  to  guide  us  into  the  future. 
Remarks     of     Congressman     Esteban     E. 
Torres  Before  the  Congressional  His- 
panic Caucus  Institute.  Inc. 
It  is  a  high  personal  honor  and  public 
privilege  that  you  have  bestowed  upon  me 
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this  chairmanship.  I  pledge  to  you  that  I 
will  work  diligently  to  retain  your  confi- 
dence and  trust. 

As  Hispanics  we  share  a  common  heritage. 
We  are  of  many  races  but  we  all  trace  our 
ancestors  back  to  the  Iberian  Peninsula,  the 
Spanish  speaking  countries  of  this  hemi- 
sphere, the  Caribbean  Islands  of  Puerto 
Rico,  Cuba,  the  Dominican  Republic,  the 
trust  territories  of  the  Virgin  Islands  and 
Guam. 

We  are  Members  of  Congress,  but  first, 
and  foremost,  we  are  citizens  of  the  United 
States  of  America. 

We  are  Members  of  Congress  because  con- 
stituents have  sent  us  here  to  act  on  their 
l)ehalf.  Thus,  we  represent  all  the  people  of 
our  respective  districts:  be  they  Anglos. 
Blacks.  Asians.  Native  Americans  and.  yes. 
the  Hispanics.  We  do  not  represent  one 
group  to  the  exclusion  of  all  others. 

We  did  not  just  recently  arrive  on  the 
scene.  As  far  back  as  the  1820's  there  have 
been  Hispanic  Members  of  Congress.  The 
combined  service  of  current  Hispanic 
Caucus  members  in  the  House  of  Represent- 
atives is  145  years. 

We  represent  all  areas  of  the  country  and 
we  are  strategically  placed  among  all  the 
major  committees.  We  hold  leadership  posi- 
tions and  chairmanships. 

As  Democrats  and  Republicans,  we  are  in 
these  positions  because  we  have  worked 
within  our  state  delegations  and  with  the 
leadership  of  the  House  to  get  where  we  are. 
We  will  continue  to  seek  leadership  roles. 
Among  us.  to  be  sure,  there  is  a  future 
Speaker  of  the  House  of  Representatives 
and  future  Senate  leaders. 

We  know  that  taken  as  a  whole.  Hispanics 
in  this  country  are  younger  than  the  total 
U.S.  population,  are  less  educated,  are  un- 
employed more  often,  and  are  much  more 
likely  to  be  at  the  lower  end  of  the  occupa- 
tional scale.  It  is  this  multitude  of  circum- 
stances which  presents  us  with  special  prob- 
lems and  unique  challenges.  That  is  why  we 
work  so  hard  to  find  solutions  to  these  prob- 
lems and  to  meet  the  challenges  of  the 
future. 

I  believe  that  because  of  our  ancestral 
heritage,  we  have  a  special  outlook  on  world 
affairs.  Our  families  originally  came  here  to 
seek  economic  opportunity  or  political  free- 
dom or  both.  And  when  we  see  the  squalor 
of  poverty  or  the  pillage  of  war  in  a  foreign 
land,  we  are  naturally  moved  to  take  action 
to  provide  economic  assistance  and  achieve 
peace.  We  know  better  than  to  act  unilater- 
ally, we  work  in  concert  with  our  allies 
around  the  world.  Dictatorships  of  the  left 
or  the  right  cannot  look  to  us  for  support. 
The  Blacks  of  South  Africa  are  kin  to  us 
and  we  fight  along  side  them  in  freedom's 
name.  Cuban  political  prisoners  and  other 
prisoners  of  conscience  throughout  Latin 
America  are  welcomed  to  our  shores  uncon- 
ditionally, but  with  one  resolve:  there  shall 
be  no  more  closed  societies  in  this  hemi- 
sphere. 

Whether  the  problem  which  confronts  us 
is  domestic  or  foreign,  we  act  in  the  best  in- 
terests of  our  constituents  and  the  United 
States.  We  do  so  as  students  of  history,  as 
public  servants  and  as  Americans  first. 

Ladies  and  Gentlemen,  our  heritage  pro- 
vides us  with  a  bright  light  \o  illuminate  our 
past  and  a  powerful  beam  to  guide  us  into 
the  future.  We  need  to  be  well  grounded  in 
our  heritage  during  every  week  of  the  year, 
not  only  during  this  week.  Hispanic  Herit- 
age Week  is  a  time  for  collective  celebration 
and  collective  planning.  Our  Hispanic  past  is 
an  inspiration  best  expressed  by  the  tradi- 
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tional  addage  that  says,  "people  find  in  the 
greatness  of  their  past  the  courage  and  con- 
fidence for  the  future". 

For  the  most  part  I  have  been  talking 
about  the  elected  members  of  the  Hispanic 
Caucus.  We  are  important  people.  I  suppose. 
At  this  hour,  more  important  than  who  we 
are  is  who  you  are.  None  of  this  could  be 
possible  without  yoOr  support.  This  is  a 
family!  This  is  a  family  made  up  of  corpo- 
rate, business  and  labor  leaders.  It  includes 
our  civic  leadership  in  state  houses  and 
court  houses  throughout  this  land.  It  is  a 
family  of  women  and  men  in  local  govern- 
ments, and  of  young  women  and  men  in  uni- 
form defending  our  nation,  "you  are  educa- 
tors, scientists  and  representatives  of  the 
fourth  estate  .  .  .  the  media.  I  see  the  faces 
of  abuelos  and  abuelitas  who  we  will  never 
abandon  in  the  quest  for  balanced  budgets. 
Yes.  we  are  family,  a  family  that  represents 
the  best  of  American  life. 

It  is  this  extended  family  that  allows  the 
programs  of  the  Congressional  Hispanic 
Caucus  Institute  to  set  a  foundation  for 
those  who  will  follow  us:  I  am  speaking  now 
about  the  young  people  who  are  our  future. 
Without  you.  we  could  not  be  as  effective. 

To  our  friends  and  supporters,  to  our 
family,  you  have  my  gratitude,  my  salute 
and  my  loyalty. 


A  DWINDLING  OF  CHOICES 


HON.  JIM  MOODY 

OF  WISCONSIN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19.  1986 

Mr.  MOODY.  Mr.  Speaker.  I  commend  to 
my  colleagues  this  article  about  dwindling 
contraceptive  choices  which  appeared  in  the 
Wall  Street  Journal  last  week. . 

This    article    underscores    the    difficulties 

facing  women— especially  poor  women— who 

wish  to  regulate  their  own  fertility.  I  urge  that 

we  think  seriously  about  how  to  encourage 

the  contraceptive  research  and  development 

necessary  to  reverse  this  regressive  trend. 

Canada  Attracts  U.S.  Women  Seeking 

lUDs 

(By  Peggy  Berkowitz) 

As  contraceptive  choices  dwindle  in  the 
U.S.  because  of  health  and  litigation  prob- 
lems, some  women  are  traveling  to  Canada 
for  intrauterine  devices— a  trend  that  the 
products'  makers  would  like  to  discourage. 

Canadian  birth-control  clinics  report  a 
steady  trickel  of  women  coming  from  the 
U.S..  where  lUDs'  are  l>ecoming  scarce. 

The  demand  began  last  winter  after  G.D. 
Searle  &  Co  decided  to  stop  selling  its 
Copper-7  and  Tatum-T  Intrauterine  Copper 
Contraceptives  in  the  U.S.  because  of  the 
high  cost  of  defending  hundreds  of  product- 
liability  suits.  The  move  by  Searle,  a  unit  of 
Monsanto  Co.  and  maker  of  the  most  widely 
used  lUDs,  has  all  but  eliminated  the  lUD 
market  in  the  U.S. 

FOREIGN  SALES 

But  drug  companies  including  Searle  con- 
tinue to  sell  lUDs  in  Canada  and  other 
countries,  where  product-liability  actions 
aren't  a  big  problem.  Both  Searle  and  John- 
son &  Johnsons  Ortho  Pharmaceutical 
(Canada)  Ltd..  the  other  major  manufactur- 
er of  lUDs  in  Canada,  insist  their  products 
are  safe.  (The  Pood  and  Drug  Administra- 
tion still   approves  the  devices.)  But  the 
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companies  show  little  enthusiasm  for  the 
movement  of  U.S.  women  to  Canada  to  pro- 
cure lUDs. 

A  spokesman  for  Searle  says  the  company 
doesn't  know  how  many  U.S.  women  are 
making  such  a  move,  but  adds.  'We 
wouldn't  condone  it."  He  declined  to  be 
more  specific.  Searle  is  still  considering  the 
sale  of  its  foreign  lUD  business,  as  an- 
nounced last  January. 

In  Toronto,  a  spokesman  for  Ortho  Phar- 
maceutical says  only  that  the  company  is 
aware  of  the  trend  but  isn't  promoting  the 
practice. 

Some  product-liability  lawyers  in  the  U.S. 
say  that  U.S.  women  who  obtain  an  lUD  in 
Canada  and  develop  problems  could  prob- 
ably sue  the  parent  companies  here. 

USE  DROPS  STEADILY 

Use  of  the  devices  has  dropped  steadily  in 
the  U.S.  in  recent  years,  primarily  because 
of  the  controversy  surrounding  the  prod- 
ucts. A.H.  Robins  Co.'s  withdrawal  12  years 
ago  of  its  Dalkon  Shield  lUD  was  followed 
by  thousands  of  costly  lawsuits  against  the 
pharmaceutical  company,  prompting  it  to 
file  for  Chapter  11  protection  in  1984.  U.S. 
users  of  lUDs  have  dropped  to  an  estimated 
1.9  million  in  1985,  down  about  17%  from 
three  years  earlier. 

Despite  the  potential  problems,  signifi- 
cant numbers  of  U.S.  women  continue  to 
seek  doctors  that  will  fit  them  with  lUDs. 
Mary  Pat  Ruh.  for  example,  a  Buffalo  anes- 
thesiologist, couldn't  find  a  local  doctor  who 
would  replace  her  lUD  after  Searle  took  the 
device  off  the  market  last  winter.  "I  tried 
the  pill  for  awhile  and  couldn't  tolerate  it," 
she  says.  So  this  summer.  Dr.  Ruh  called 
the  first  gynecologist  listed  in  the  Port  Erie. 
Ontario,  phone  book  and  traveled  north  12 
miles  for  an  appointment. 

Planned  Parenthood,  a  non-profit  agency 
that  promotes  birth  control,  is  referring 
lUD  users  to  its  Canadian  affiliates.  And 
some  U.S.  doctors  are  sending  patients  to 
Canadian  colleagues.  In  Vancouver.  British 
Columbia,  the  Planned  Parenthood  clinic 
says  it  gets  about  two  to  four  U.S.  clients  a 
week. 

Because  the  plastic-based  devices  require 
replacement  about  every  three  years,  the 
number  of  women  traveling  to  Canada  is  ex- 
pected to  increase  as  supplies  in  the  U.S.  are 
used  up  and  as  more  women  who  already 
have  the  devices  seek  to  have  them  re- 
placed. 

FEAR  OF  LAWSUITS 

Candian  doctors  charge  Americans  about 
$50  to  $100  for  the  lUD,  its  insertion  and  a 
gynecological  exam,  similar  to  U.S.  doctors' 
fees  when  copper-bearing  lUDs  were  readily 
available. 

Although  some  U.S.  doctors  stockpiled 
Searle's  lUDs,  others  say  they  won't  fit  the 
devices  anymore  because  they  fear  lawsuits, 
Robert  Resink,  chairman  of  the  reproduc- 
tive-medicine department  at  University  of 
California,  San  Diego,  says  concerns  about 
medical-liability  suits  are  so  great  in  Califor- 
nia that  he  assumes  that  "any  doctors  in 
this  department  who  kept  a  few  lUDs  aside 
are  keeping  them  for  their  wives." 

A  hormone-secreting  lUD  called  Progesta- 
sert  is  still  being  markctcct  in  the  U.S.  by 
Alza  Corp.,  based  in  Palo  Alto,  Calif.  But 
the  device  must  be  changed  annually  and  is 
much  more  expensive  than  the  copper-bear- 
ing lUDs. 

A  trip  to  Canada  for  an  lUD  is  still  a  deci- 
sion mainly  for  the  affluent.  Thus,  some 
doctors  and  officials  in  birth-control  clinics 
expect  more  abortions  among  U.S.  women 
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who  use  lUDs;  these  women,  they  say,  will 
rely  on  the  devices  beyond  their  useful  life- 
span or  switch  to  less-effective  contracep- 
tive methods. 


TRUTH  IN  SAVINGS 
LEGISLATION 


HON.  CARROLL  HUBBARD,  JR. 

OF  KENTUCKY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  HUBBARD.  Mr.  Speaker,  I  have  just  re- 
ceived the  September  1 1  letter  from  my  good 
friend  and  fellow  Kentuckian,  Charles  Beach, 
Jr.,  president  of  Peoples  Exchange  Bank  of 
Beattyville,  KY,  which  I  would  like  to  share 
with  my  colleagues 

Charlie  Beach  has  contacted  me  about  his 
concerns  witli  regard  to  pending  legislation 
before  our  House  Committee  on  Banking,  Fi- 
nance and  Urban  Affairs.  The  measure,  H.R. 
2282  or  the  Truth  in  Savings  Act,  is  one  to 
which  he  is  greatly  opposed. 

I  hope  my  colleagues  will  take  a  few  min- 
utes to  read  and  consider  his  timely  com- 
ments. The  letter  to  me  from  Mr.  Beach  is  as 
follows; 

September  U,  1986. 
Hon.  Carroll  Hubbard,  Jr., 
Raybum  Building,  Washington,  DC. 

Dear  Congressman  Hubbard:  I  wish  to  ex- 
press my  very  strong  opposition  to  H.R. 
2282  (Truth  in  Savings  Act)  which  has  been 
marked  up  and  reported  out  of  the  House 
Banking  Financial  Institution  Sub-Commit- 
tee and  is  awaiting  full  Committee  action. 

1.  Having  been  through  the  Truth  in 
Lending,  the  excessive  compliance  require- 
ments are  burdensome,  time-consuming;  and 
not  only  increase  the  ultimate  cost  to  the 
borrower,  but  in  no  way  can  be  cost  justi- 
fied. The  proposals  set  forth  in  this  Bill 
would  place  a  similar  burdensome  regula- 
tory requirement  on  all  depository  institu- 
tions and  commercial  banks. 

2.  H.R.  2282  addresses  a  single  method  of 
computing  interest  which  would  deny  bank- 
ing institutions  flexibility  of  paying  interest 
on  deposits  and  ultimately  amounts  to  a 
governmental  pricing  control  which  is  not 
necessary  in  this  period  of  deregulation.  Ob- 
viously, the  competitive  market  is  going  to 
fix  price  and  determine  those  rates  paid  by 
commercial  banl;s. 

3.  The  Bill  is  obviously  grossly  discrimina- 
tory against  commercial  banks  and  deposito- 
ry institutions  while  our  competitors,  the 
non-bank  entities,  are  completely  ignored 
and  enjoy  immunity  to  this  burdensome  re- 
quirement. 

4.  The  Disclosure  Amendment  by  Con- 
gressman Schumer  relating  to  the  disclosure 
requirement  on  credit  cards  is  acceptable: 
however,  if  it  applies  to  banks,  why  should 
it  not  apply  to  all  non-bank  entities. 

We  have  seen  the  disruption,  the  ineffi- 
ciencies, the  dilution  of  quality  of  service 
caused  by  deregulation  of  the  communica- 
tions, the  transportation  and  now  the  finan- 
cial industries.  In  this  service  recessionary 
period,  should  not  Congress  have  a  priority 
interest,  and  pass  legislation  preserving  the 
safety  and  soundness  of  the  commercial 
banking  system  rather  than  an  on-going 
effort  to  pursue  regulatory  compliance  re- 
quirements which  impede  our  efforts  to 
better  serve  our  customer  and  result  in  an 
increase  In  cost  of  service  to  him? 
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It  was  great  to  see  you  at  the  Kentucky 
Bankers  Association  convention  in  Louis- 
ville, I  enjoyed  your  remarks,  and  your  in- 
terest in  this  matter  will  be  greatly  appreci- 
ated. 

Sincerely, 

Charles  Beach,  Jr.. 
President.  Peoples' Exchange  Bank. 


HOW  THE  SOVIETS  OPERATE 


HON.  ROBERT  J.  LAGOMARSINO 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIV2S 

Friday,  September  19,  1986 

Mr.  LAGOMARSINO.  Mr.  Speaker,  many  of 
our  colleagues  were  bewildered  by  the  illegal 
and  unjustified  imprisonment  of  journalist  Nick 
Daniloff  by  Soviet  authorities.  However,  as 
Mortirrer  Zuckerman.  editor-in-chief  of  US 
News  &  World  Report,  the  employer  of  Mr. 
Daniloff.  notes  we  should  not  be  surprised  by 
this  action  because  of  two  crucial  factors  in 
the  Soviet  system:  the  interests  of  the  state 
are  above  all  others  and  there  Is  an  Ingnor- 
ance  of  public  opinion.  The  Soviet  leaders  do 
not  have  to  justify  themselves  to  their  public. 

Mr.  Zuckcrman's  comments  provide  a  very 
Insightful  analysis  of  the  way  the  Soviets  oper- 
ate. I  urge  my  colleagues  to  read  this  very  in- 
formative piece,  taken  from  US  News  &  World 
Report,  September  22,  1 986; 

A  Modicum  of  Trust 
(By  Mortimer  B.  Zuckerman) 

Americans  have  been  outraged  by  the  im- 
prisonment of  Nicholas  Daniloff,  but  there 
has  been  bewilderment  with  the  anger.  Why 
should  Gorbachev  risk  his  campaign  for 
arms  control  by  such  an  offense?  Didn't  he 
anticipate  our  reaction?  The  bafflement 
arises  because  we  assume  the  Soviets  inhab- 
it the  same  moral  universe.  They  don't.  It 
was  the  same  with  Chernobyl.  How  could 
the  Soviets  delay  warning  neighboring 
states  and  lie  to  them? 

The  answer  Is  twofold.  In  the  Soviet 
system,  the  perceived  interests  of  the  state 
are  paramount.  A  society  that  does  not 
cherish  the  individual  has  no  scruples  hold- 
ing any  individual  hostage.  Secondly,  there 
is  ignorance  of  public  reaction.  The  Soviet 
Union  is,  as  we  know,  a  closed  society,  with- 
out a  free  press,  where  leaders  do  not  have 
to  justify  themselves  to  public  opinion.  To- 
talitarian leaders  who  do  not  have  to  re- 
spond democratically  to  their  own  people 
are  insulated.  Their  isolation  is  compounded 
by  centuries  of  hostility  to  and  paranoia 
about  foreigners.  Thus,  they  are  prone  to 
miscalculate  in  dealings  with  other  coun- 
tries. 

The  contrasts  could  not  be  greater.  The 
Soviet  Union  has  never  known  a  day  of 
democratic  freedom  in  its  history.  The 
United  States  was  conceived  and  developed 
as  the  most  open  society  In  the  free  world. 
An  energetic  free  press  provides  regular 
feedback  on  public  reaction.  Both  societies 
have  ambitions  to  be  the  dominant  world 
power.  But  the  U.S.,  though  passionate  for 
the  advancement  of  freedom  in  the  world,  is 
satisfied  with  peaceful,  evolutionary  change 
while  the  U.S.S.R.  is  a  dissatisfied  imperial 
power,  revolutionary  In  its  ideological  out- 
look, expansionist  in  its  historic  urges. 

The  Soviet  Union  is  prepared  to  do  what- 
ever is  necessary  to  dominate.  That  doesn't 
change,  whoever  leads  or  whatever  media 
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tune  he  plays.  For  all  Gorbachevs  sweet 
noises,  witness  what  he  does  in  areas  of  con- 
tention. The  Soviets  are  even  more  inten.se- 
ly  involved  in  Afghanistan.  Angola.  Ethiopia 
and  South  Yemen,  and  tightening  their  con- 
trol of  Eastern  Europe,  which  for  them  is  le- 
gitimized by  their  enormous  sacrifices  in 
World  War  II.  Arguably,  there  have  been 
differences  as  great  as  these  between  rivals 
in  the  past  but  never  with  such  profound 
consequences  for  mankind. 

By  all  previous  historical  experience,  the 
United  States  and  the  U.S.S.R.,  as  compet- 
ing powers,  should  have  gone  to  war  against 
each  other  many  times.  They  have  not. 
Their  mutual  restraint  is  directly  attributa- 
ble to  nuclear  weapons,  which  negate  any 
benefits  of  military  "victory."  The  dangers 
are  so  great  that  both  political  leaderships 
have  managed  the  relationship  within  the 
limits  of  prudence. 

Sane  leaders  then  are  forced  to  focus  not 
on  their  differences  but  on  their  few  mutual 
interests.  Concern  for  ecology  and  the  envi- 
ronment is  one  such  area:  nuclear  prolifera- 
tion is  another.  The  principal  common  in- 
terests are  surely  nuclear-arms  reduction 
and  the  elimination  of  a  first-strike  capacity 
by  either  side.  With  45.000  nuclear  war- 
heads, triple  the  number  of  15  years  ago. 
the  arms  race  is  irrational  and  destabilizes 
rather  than  enhances  security. 

Unlike  the  1970s,  the  U.S.  today  can  nego- 
tiate from  a  position  of  strength.  Trends  in 
the  military  balance  of  power  favor  the 
United  States.  The  American  economy  is 
flourishing  while  the  Soviet  economy  is  fall- 
ing further  behind.  Most  critical  is  political 
will.  The  power  of  a  leader.  Clausewiiz  said. 
is  the  product  of  the  extent  of  the  means  at 
his  disposal  and  the  strength  of  his  will. 
President  Reagan  uniquely  projects  the  re- 
ality and  image  of  American  strength.  The 
Soviets  are  coping  with  the  political  weak- 
ness of  domestic  stagnation.  The  timing  is 
right  to  negotiate  a  stable  and  verifiable 
agreement  that  truly  reduces  nuclear  arms. 
So  the  crucial  lesson  of  the  Daniloff  affair 
is  the  ability  of  the  Soviets  to  damage  their 
own  interests.  There  cannot  be  an  arms  deal 
without  a  modicum  of  mutual  trust  and  a 
shared  sense  of  civilized  rational  behavior. 
The  American  public  will  not  endor^i  a 
treaty  if  the  Soviet  Union  continues  to  re- 
spond as  a  hard-nosed,  secret-police  state.  It 
is  this  kind  of  state  that  reveals  itself  in  the 
Daniloff  frame-up. 
The  modicum  of  trust  is  gravely  eroded. 
Only  the  courage  of  Nick  Daniloff  and  his 
wife  Ruth  redeems  a  dark  and  ugly  scene  in 
Moscow. 


THE  PERES-MUBARAK  SXJMMIT 


HON.  HOWARD  WOLPE 

OP  MICHIGAN 
IN  THE  HODSE  OF  REPRESENTATIVES 

Friday.  September  19.  1986 
Mr.  WOLPE.  Mr.  Speaker,  a  troubling  and 
uneasy  chapter  in  relations  between  Egypt 
and  Israel  has  at  last  ended,  and  a  new  dis- 
course begun,  with  the  summit  meeting  be- 
tween President  Hosni  Mubarak  and  Prime 
Minister  Shimon  Peres.  For  far  too  long,  the 
cold  peace  between  their  countries  had  per- 
sisted, threatening  to  undermine  the  Treaty  of 
Peace  signed  in  1979.  This  disturbing  epi- 
sode— marked  t)y  Egypt's  withdrawal  of  its 
ambassador  in  the  wake  of  the  Lebanon  war, 
its  refusal  to  restore  diplomatic  relations  even 
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following  Israel's  withdrawal,  and  the  seeming- 
ly endless  bickering  over  the  mile-square  sa- 
lient of  Taba— is  over.  Taba  will  be  resolved 
through  binding  arbitration.  A  new  Egyptian 
Ambassador  will  assume  his  post  in  Israel.  But 
most  importantly,  the  dialog  of  peace  has 
been  renewed. 

The  Peres-Mubarak  summit  was  impressive 
for  several  reasons.  First,  it  represents  conti- 
nuity in  diplomacy  between  Israel  and  Egypt, 
which  now  embraces  the  second  generation 
of  leadership  following  the  historic  break- 
through engineered  by  Anwar  Sadat  and  Men- 
achem  Begin. 

Second,  it  reflects  a  recommitment  by  both 
countries  to  work  together  in  good  faith  to  find 
solutions  to  Israeli-Arab  issues,  and  to  the  Pal- 
estinian issue  in  all  its  aspects.  Both  sides  are 
showing  greater  flexibility,  the  Egyptian,  in  un- 
derstanding forcefulness  and  legitimacy  of  Is- 
rael's concerns;  and  the  Israelis,  in  their  will- 
ingness to  explore  an  international  peace  con- 
ference. 

Third,  there  exists  the  implicit  rededication 
to  the  principles  of  the  Treaty  of  Peace,  fore- 
most among  them  the  renunciation  of  war. 
This  restores  a  sense  of  confidence  among 
the  peoples  of  both  countries  and  the  friends 
of  peace  throughout  the  region.  This  may  lead 
to  an  expansion  in  cultural,  trade,  academic 
and  scientific  ties  between  Israel  and  Egypt. 

Fourth,  the  stage  has  been  set,  with  the 
declaration  of  both  leaders  that  1987  should 
be  the  year  for  negotiations,  for  further  diplo- 
matic Initiatives  in  the  Middle  East  over  the 
next  year. 

This  last  achievement — which  is  both  the 
promise  and  challenge  for  the  future— is  par- 
ticularly critical  to  the  United  States.  For  too 
long,  the  administration  has  failed  to  exercise 
the  needed  leadership  with  Israel  and  her 
neighbors  to  capitalize  on  positive  develop- 
ments. King  Hussein  has  broken  with  the 
PLO.  King  Hassan  has  met  with  Prime  Minis- 
ter Peres — the  second  Arab  leader  to  openly 
do  so.  President  Mubarak  has  resolved  the 
immediate  impediments  to  normal  relations 
with  Israel.  In  the  next  several  months,  it  is 
imperative  that  the  United  States  become 
more  actively  involved  in  order  to  serve  as  the 
catalyst  that  can  bring  the  forces  of  modera- 
tion together.  Without  that  involvement,  these 
recent  achievements  will  be  crippled,  and  will 
wither  under  the  onslaught  of  those  whose 
goal  is  the  failure  and  defeat  of  ourselves,  the 
foreign  policy  objectives  of  the  United  States, 
and  those  we  support. 

This  is  the  moment  to  intensify  our  poli'ical 
activity  without  hesitation,  and  I  call  on  the 
President  and  the  Secretary  of  State  to  move 
fonward  immediately  to  cultivate  these  seeds 
of  peace. 

President  Mubarak  and  Prime  Minister 
Peres  deserve  our  appreciation  and  gratitude 
for  refusing  to  live  with  the  consequences  of 
failure  to  restore  full  diplomatic  relations. 
President  Mubarak  has  made  a  crucial  judg- 
ment in  the  interests  of  peace  at  a  sensitive 
juncture.  Prime  Minister  Peres  has  again 
shown  how  a  leader's  courage  and  conviction 
can  change  reality.  Although  he  will  relinquish 
his  office  in  October,  the  entire  coalition  gov- 
ernment supported  his  mission  to  Egypt,  and 
he  will  be  able,  as  foreign  minister,  to  contin- 
ue his  extraordinary  efforts.  For  the  second 
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time  this  summer,  Shimon  Peres  has  success- 
fully worked  with  an  Arab  leader  to  make  the 
Middle  East  a  safer  place  today  than  it  was 
yesterday.  All  of  us  are  the  beneficiaries  of  his 
triumphs. 


VALUABLE  NEW  PUBLICATION 
ON  COMMUNITY  SERVICES 
FOR  ALZHEIMER'S  VICTIMS 

HON.  MARIO  BIAGGI 

OF  NEW  YORK 
IN  THE  HOtJSE  OF  REPRESENTATIVES 

Friday.  September  19,  1986 

Mr.  BIAGGI.  Mr.  Speaker,  as  the  ranking 
New  York  member  of  the  House  Select  Com- 
mittee on  Aging,  it  is  my  privilege  to  announce 
the  release  of  a  very  special  publication  pub- 
lished by  the  New  York  City  Alzheimer's  Re- 
source Center,  entitled,  "Agendas  for  Action; 
The  Aging  Network  Responds  to  Alzheimer's 
Disease. "  This  is  a  comprehensive,  164-page 
directory  and  summary  of  current  services  of- 
fered by  244  State  and  area  agencies  on 
aging  In  46  Slates  to  Alzheimer's  disease  pa- 
tients and  their  families. 

"Agendas  for  Action"  is  an  outstanding 
compendium  which  will  serve  and  is  serving 
now  as  an  essential  reference  for  programs 
designed  to  assist  Alzheimer's  disease  victims 
and  their  families  across  the  Nation.  It  suc- 
cessfully and  efficiently  demonstrates  the  re- 
sourcefulness, energy,  and  commitment  of  the 
Nation's  State  units  on  aging  and  area  agen- 
cies on  aging  in  their  efforts  to  meet  the  great 
challenge  of  Alzheimer's  disease.  Alzheimer's 
disease  can  be  a  devastating  illness,  not  only 
for  the  victim,  but  also  for  the  victim's  loved 
ones.  Currently,  it  is  estimated  that  over  2  mil- 
lion middle-aged  and  older  adults  are  victims 
of  this  disease,  sometimes  known  as  senile 
dementia.  In  New  York  City  alone,  there  are 
approximately  50,000  persons  living  in  the 
community  who  are  afflicted  with  Alzheimer's 
disease  or  similar  disorders.  It  is  estimated 
that  50  to  60  percent  of  nursing  home  resi- 
dents have  some  form  of  dementia. 

Inherently,  a  diagnosis  of  Alzheimer's  dis- 
ease changes  the  life  not  only  of  the  patient, 
but  of  the  entire  family.  Progressive  deteriora- 
tion of  the  patient  and  the  unpredictability  of 
symptoms  force  the  patient  and  family  to 
adjust  to  new  problems  and  levels  of  impair- 
ment on  a  continual  basis.  Families  are  thus 
caught  in  the  dilemma  of  increasing  demands 
and  decreasing  resources. 

"Agendas  for  Action"  serves  as  both  a 
source  of  information  about  available  pro- 
grams nationwide  and  highlights  activities  that 
can  be  replicated  or  adapted  in  communities 
across  the  Nation.  Included  in  the  publication 
are  descriptions  of; 

Special  services,  programs  and  model 
projects  specifically  tailored  for  Alzheimer's 
families,  including  respite  and  home  care, 
family  support  groups,  adult  day  care,  coun- 
seling and  legal  services. 

State  efforts  on  behalf  of  Alzheimer's  dis- 
ease patients  and  their  families,  with  empha- 
sis on  task  forces  and  study  commissions  cre- 
ated to  investigate  the  impact  of  Alzheimer's 
disease,  and  to  recommend  appropriate  policy 
and  legislative  action. 
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The  12  national  demonstration  projects 
funded  by  the  Administration  on  Aging,  as  part 
of  its  Alzheimer's  disease  initiative. 

The  scope  of  the  services  conducted  by  the 
New  York  City  Alzheimer's  Resource  Center. 

Collaborative  activities  of  State  and  area 
agencies  on  aging  in  cooperation  with  the  Alz- 
heimer's Disease  and  Related  Disorders  As- 
sociation, government  agencies,  foundations, 
the  clergy,  medical  and  academic  communi- 
ties, private  industry,  social  service  agencies, 
and  others. 

"Agendas  for  Action"  is  a  joint  project  of 
the  Brookdale  Foundation  and  the  New  York 
City  Alzheimer's  Resource  Center,  two  institu- 
tions that  are  very  well  known  to  me.  I  have 
had  the  pleasure  of  working  with  both  in  vari- 
ous different  areas,  and  have  been  very  proud 
of  the  many  services  provided  by  each 
agency,  as  well  as  the  support  given  by  the 
New  York  City  Department  for  the  Aging.  The 
Brookdale  Foundation  Is  to  be  commended 
for  their  part  in  this  excellent  document.  The 
foundation  recognized  the  importance  of  ad- 
dressing the  needs  of  Alzheimer's  families.  In 
1983,  it  awarded  a  grant  to  the  Department  of 
the  Aging  for  the  establishment  of  an  Alzhei- 
mer's Resource  Center.  Brookdale's  intent 
was  to  have  its  grant  matched  with  public  and 
other  funds,  making  the  center  a  collaborative 
undertaking  of  the  public,  private,  and  volun- 
tary sectors.  With  matching  funds  from  the 
city  of  New  York,  the  center  opened  its  doors 
in  March  1984.  From  the  inception,  the  New 
York  City  Alzheimer's  Resource  Center  has 
operated  in  cooperation  with  the  Alzheimer's 
Disease  and  Related  Disorders  Association- 
New  York  City  Chapter. 

"Agenda  for  Action"  is  a  product  of  this 
union,  and  I  would  like  to  salute  Janet  Sainer, 
commissioner  of  the  New  York  City  Depart- 
ment for  the  Aging  for  her  leadership,  as  well 
as  Stephen  Schwartz,  president  of  the  Brook- 
dale Foundation  and  last  but  certainly  not 
least,  Randi  Goldstein,  director  of  the  New 
York  City  Alzheimer  Resource  Center  for  out- 
standing collat>oration  on  this  timely  and  vital 
document. 

Copies  of  "Agendas  for  Action  "  may  be  ob- 
tained by  writing  to  the  New  York  City  Alzhei- 
mer's Resource  Center  of  the  New  York  City 
Department  for  the  Aging,  280  Broadway, 
New  York,  NY  10007. 


U.S.  NEWS  &  WORLD  REPORT 
JOURNALIST  NICHOLAS  DANI- 
LOPP 


HON.  MEL  LEVINE 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  LEVINE  of  California.  Mr.  Speaker,  last 
week,  this  body  unanimously  passed  a  resolu- 
tion which  I  sponsored  condemning  the  Soviet 
Union  for  the  unjustifiable  arrest,  indictment, 
and  Imprisonment  of  Nicholas  Danlloff,  a  re- 
porter for  U.S.  News  &  World  Report,  and 
urging  his  immediate  and  unconditional  re- 
lease. 

Nick  Danlloff  has  since  been  released  into 
the  custody  of  the  American  Ambassador, 
even  though  he  remains  a  Soviet  hostage.  Al- 
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though  one  cannot  say  for  sure  whether  the 
House  resolution  contributed  to  his  release 
from  prison,  we  do  know  that  it  played  a  sig- 
nificant role  in  boosting  Mr.  Daniloff's  morale 
at  a  time  when  he  was,  to  use  his  words,  "rot- 
ting, without  legal  counsel  and  in  isolation 
from  the  outside  world,  in  a  basement  cell." 

Mr.  Speaker,  I  am  privileged  to  have  here  a 
letter  which  Nick  Danlloff  wrote  to  you  upon 
learning  of  the  House  resolution  on  his  behalf. 
I  would  like  to  insert  the  full  text  into  the 
Record  and  strongly  urge  my  colleagues  to 
read  it  so  that  each  Member  can  see  how  his 
or   her  vote   contributed   to    Nick    Daniloff's 
sense  of  having  strong  and  United  American 
support.  One  cannot  help  but  t>e  moved  by  his 
eloquence  and  by  his  strength  of  character. 
U.S.  News  &  World  Report, 
Washington,  DC,  September  16,  1986. 
To    the    House    of  Representatives    of   the 
United  States: 

Dear  Friends:  I  learned  of  the  congress" 
joint  resolution  in  the  Danlloff  case  as  I  vis- 
ited with  my  wife  Ruth  in  Lefortoro  Prison. 
I  cannot  express  in  words  how  your  support 
bolstered  my  morale  as  I  sat,  without  legal 
counsel  and  in  isolation  from  the  outside 
world,  in  a  basement  cell.  Your  resolution 
was  all  the  more  (touching)  for  me  because, 
as  a  journalist,  I  covered  your  debates,  your 
committee  delit>erations.  your  searching  ap- 
praisals and  your  final  decisions  between 
1974-1980. 

I  am  today,  September  16,  1986,  still  a 
hostage.  Released  into  the  custody  of  the 
American  Embassy  is  not  a  swap.  The  ex- 
change of  an  innocent  journalist  for  a  Lt. 
Col.  of  the  KGB  is  extremely  distasteful  to 
me. 

I  realize  that  for  the  sake  of  U.S.-Soviet 
relations— to  say  nothing  of  my  family- 
some  kind  of  political  solution  must  be 
reached.  I  believe  this  will  require  extraordi- 
nary diplomatic  skill  and  may  take  a  while. 

As  far  as  letting  the  Soviets  get  away  with 
this  outrage— I  do  not  believe  they  have  suc- 
ceeded.  They   will   fear   the   international 
propaganda  scars  for  years  to  come! 
Respectfully, 

Nick  Daniloff. 


A  TRIBUTE  TO  THE  TUSCOLA 
COUNTY  ADVERTISER  AND 
RUDY  H.  PETZOLD,  PUBLISHER 


HON.  BOB  TRAILER 

of  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  TRAXLER.  Mr.  Speaker,  I  rise  today  to 
bring  to  the  attention  of  our  colleagues  a  very 
important  event,  and  to  pay  particular  tribute 
to  a  very  special  individual.  I  would  like  my 
colleagues  to  join  me  In  honoring  the  Tuscola 
County  Advertiser  for  a  cerrtury  of  newspaper- 
ing  in  Michigan.  And  I  would  also  at  this  time 
like  to  recognize  Mr.  Rudy  H.  Petzold,  who 
has  been  the  publisher  of  the  Advertiser  for 
the  past  25  years. 

While  stationed  in  the  Army,  Rudy  Petzold 
struck  up  a  correspondence  with  his  prede- 
cessor, James  Gallery.  Mr.  Gallery  having 
learned  of  Petzold's  possible  interest  in  a 
local  newspapering  job.  Mr.  Gallery  hired 
Rudy  Petzold  by  mail,  and  the  two  never  met 
until  the  day  Petzold  reported  for  work.  This 
mail  order  journalist  spent  7  years  as  reporter 
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and  editor  before  t>ecoming  involved  in  the 
ownership  of  the  newspaper.  When  in  1962, 
Petzold  bought  10  percent  of  the  Advertiser, 
and  then  purchased  the  remaining  90  percent 
3  years  later. 

Since  becoming  publisher  in  1965,  Petzold 
has  completely  renovated  and  remodeled  the 
Advertiser  building  and  its  operations  This 
constant  advancement  has  helped  the  Adver- 
tiser to  continue  as  one  of  Michigan's  pre- 
miere weekly  newspapers. 

The  newspaper  has  moved  four  times 
during  its  111  years  of  existence.  However, 
the  present  home  of  the  Advertiser  was  pur- 
chased in  1904,  and  had  previously  been  a 
hardware  store  and  saloon.  In  1923,  a  single 
story  was  added  to  enlarge  the  printshop 
area.  In  the  late  1930's  an  open  area  between 
the  Advertiser  and  the  present  hardware  build- 
ing was  closed  in  with  a  building  which  then 
housed  the  Cairo  office  of  the  Michigan  Auto 
Club  for  many  years.  Today,  this  building  is 
part  of  the  Advertiser  building.  Since  1965,  the 
Advertiser  building  has  undergone  almost  con- 
stant remodeling;  shifting  to  meet  its  rapidly 
growing  and  changing  business  operations. 

As  one  of  Tuscola  County's  oldest  busi- 
nesses, the  Advertiser  has  been  honored  as  a 
centennial  business  by  the  Michigan  Historical 
Society.  And  on  July  24,  1986,  the  Tuscola 
County  Advertiser  was  listed  on  the  State  reg- 
ister of  historic  sites  by  the  Michigan  Historical 
Commission. 

And  as  one  of  Michigan's  most  respected 
weekly  newspapers,  it  has  received  70  awards 
of  excellence  from  the  Michigan  Press  Asso- 
ciation, and  was  honored  as  Michigan's  out- 
standing weekly  newspaper  by  the  University 
of  Michigan  Press  Club  in  1983. 

Three  of  its  publishers  have  served  as 
presidents  of  the  Michigan  Press  Association. 
This  distinct  honor  includes  Fred  Slocum  in 
1894,  A.D.  Gallery  in  1916  and  currently,  Rudy 
Petzold. 

I  am  proud  to  know  Rudy  Petzold  and  to 
claim  him  as  a  good  friend  and  fellow  support- 
er of  Michigan  State  University.  He  is  a  re- 
markable individual,  a  fine  human  being  and  a 
marvelous  community  asset.  I  ask  my  col- 
leagues to  join  with  me  today  in  honoring  him 
for  his  dedication  and  achievements,  and  to 
wish  him  continued  success  in  the  future.  And 
ask  my  colleagues  to  also  join  with  me  in  sa- 
luting the  anniversary  of  a  most  distinguished 
and  well  respected  weekly  newspaper,  the 
Tuscola  County  Advertiser,  may  it  grow  and 
prosper  for  another  1 00  years. 


CLAUDE  PEPPER  LEADS  ON 
DEFENSE  AGAINST  COMMUNISM 


HON.  BOB  STUMP 

OF  ARIZONA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986, 
Mr.  STUMP.  Mr.  Speaker,  by  a  vote  of  229 
to  186  the  House  agreed  on  September  17, 
1986  to  preserve  the  covert  action  option  for 
the  United  States  in  meeting  the  Communist 
challenge  In  Angola.  The  leadership  of  one  of 
the  most  respected  Members  of  the  House  of 
Representatives,  Claude  Pepper,  showed  the 
way  to  a  bipartisan  approach  in  support  of  the 
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Angolan  resistance  Mr  Pepper's  article  in 
the  New  York  Times  of  September  17,  1986 
explained  the  vital  importance  of  maintaining 
United  States  options  in  Angola.  Those  who 
follow  future  developments  in  the  lit)eration  of 
Angola  should  remember  Mr.  Pepper's  words. 
Yes:  To  Help  Promote  Peace 
(By  Claude  Pepper) 
Washington.— The  House  will  make  a  se- 
rious mistake  if  it  votes  today  to  ban  covert 
United  States  aid  to  the  Angolan  freedom 
fighters  led  by  Jonas  Savimbi.  Such  a  ban 
would  jeopardize  our  ability  to  restore  peace 
to  Angola,  where  Communist  troops  from 
around  the  world  are  fighting  viciously  to 
keep  a  Marxist  Government  in  power. 

Just  last  year.  Congress  achieved  a  major 
foreign  policy  victory  by  repealing  the  pro- 
vision known  as  the  Clark  amendment,  in 
effect  since  1976.  which  barred  all  covert  as- 
sistance to  Angola.  In  1985.  Congress  wisely 
decided  that  the  United  States  should  adopt 
the  same  foreign  policy  toward  Angola  that 
it  has  toward  all  other  countries  in  the 
world.  The  Intelligence  Authorization  Act 
of  1987.  under  consideration  in  the  House 
today,  would  undo  this  major  achievement 
and  once  again  subject  Angola  to  special 
treatment. 

I  fought  to  overturn  the  Clark  amend- 
ment and  I  will  fight  against  this  ill-advised 
attempt  to  bring  it  back.  While  it  was  law. 
the  Soviet  Union  and  its  ally  Fidel  Castro 
sent  hundreds  of  thousands  of  troops  to 
Angola  to  fight  for  Communism  while 
America  sat  idly  by.  A  return  to  the  princi- 
ples of  the  Clark  amendment  could  have 
only  one  result:  the  Communists  would  step 
up  their  support  of  the  Marxist  Govern- 
ment in  Luanda  and  the  forces  trying  to  re- 
store democracy  would  be  imperiled. 

Some  of  my  friends  in  Congress,  particu- 
larly my  black  colleagues,  quiz  me  about  my 
stance  on  Angola.  They  wonder  how  I  can 
support  the  Unita  guerrillas,  who  also  re- 
ceive support  from  South  Africa.  Essential- 
ly, my  colleagues  wonder  how  it  is  possible 
to  be  a  liberal  and  also  a  champion  of  Jonas 
Savimbi. 

The  answer  is  that  I  am  not  persuaded  by 
the  argument  that  if  South  Africa  helps  the 
Angolan  freedom  fighters.  America  should 
not  help  them.  In  the  past,  when  Congress 
voted  aid  to  the  hungry  people  of  Africa  no 
one  rose  to  say.  '"Wait  a  minute.  I  don't 
want  to  vote  for  any  aid  to  those  starving 
people  if  South  Africa  is  going  to  help  them, 
too." 

The  Angola  freedom  fighters  are  hungry. 
Their  villages  have  been  bombed  by  Soviet 
aircraft.  Many  are  woimded:  many  have 
died.  Yet  I  am  told  that  we  should  not  aid 
these  black  men,  women  and  children  whom 
the  South  Africans  happened  to  have  fed. 

I  have  opposed  racism  throughout  my 
public  career.  I  Cj  not  need  to  be  coached 
about  the  evils  of  apartheid,  and  I  have 
voted  for  as  strong  a  sanction  against  it  as 
anyone  in  Congress.  But  this  is  not  the  issue 
in  Angola.  The  issue  there  is  the  onslaught 
of  Fidel  Castro's  armies.  And  the  question 
facing  the  House  today  is  whether  or  not  we 
should  extend  to  the  Angolan  people  the 
same  compassion  that  we  extend  to  other 
peoples  facing  the  Communist  menace. 

In  the  last  year,  the  Soviet  Union  has 
poured  more  than  a  billion  dollars  in  mili- 
tary equipment  into  Angola  to  prop  up  a 
Marxist  regime  that  is  also  aided  by  more 
than  35.000  Cuban  troops.  The  Angolan 
regime  surpasses  even  the  Soviet  Union  in 
its  vehement  anti-Americanism  and  in  its 
votes  against  us  at  the  United  Nations.  Fi- 


EXTENSIONS  OF  REMARKS 

nally,  Fidel  Castro  receives  more  than  half  a 
billion  dollars  a  year  from  the  Angolan  Gov- 
ernment—money earned  in  oil  royalties 
from  the  Gulf  Oil  Company.  This  subsidy  is 
a  major  loophole  in  the  United  States'  trade 
embargo  against  Cuba. 

Our  policy  in  Angola  thus  effectively  can- 
cels out  our  efforts  to  fight  Communism  in 
Central  America.  We  must  be  consistent.  If 
we  are  as  threatened  by  the  turmoil  in  Cen- 
tral America  as  President  Reagan  says,  we 
must  not  bar  any  kind  of  aid,  including 
covert  assistance,  to  Angola. 

The  Marxist  regime  in  Angola  goes  out  of 
its  way  to  make  its  Cuban  guests  and  other 
Soviet  proxies  feel  at  home.  In  the  capital,  a 
large  mural  of  Lenin  proclaims,  "Under  the 
watchful  eye  of  Lenin,  we  are  building  the 
workers'  party."  The  Government  is  intent 
on  denying  freedom  of  speech,  union  rights 
and  democracy.  It  is  also  eager  to  spread  its 
subversion  of  democratic  principles  to  other 
countries. 

With  the  Clark  amendment,  we  lost  one 
chance  to  establish  a  democratic  Govern- 
ment in  Angola.  We  must  not  repeat  this 
blunder  now,  as  Jonas  Savimbi  seeks  to  re- 
claim democracy  there.  If  the  United  States 
is  to  be  true  to  its  principles,  we  must  pro- 
vide all  possible  support  for  that  effort. 


September  19,  1986 


JOINT  CENTER  FOR  POLITICAL 
STUDIES 


HON.  MICKEY  LELAND 

OF  TEXAS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  LELAND.  Mr.  Speaker,  I  would  like  to 
bring  to  the  attention  of  my  colleagues  an  arti- 
cle publisheo  In  the  New  York  Times  on  Sep- 
tember 12,  1986,  This  article,  written  by  Mr. 
Kenneth  B.  Noble,  describes  the  activities  of 
the  Joint  Center  for  Political  Studies. 

The  joint  center  serves  an  Important  func- 
tion. It  has  published  valuable  studies  con- 
cerning many  political  and  economic  issues 
from  the  point  of  view  of  blacks  in  America.  In 
16  years  the  center  has  become  a  highly  re- 
spected source  of  scholarly  research,  con- 
ducting studies  that  other  researchers  have 
not  attempted. 

I  t>elieve  my  colleagues  will  find  this  an  in- 
teresting topic,  and  I  commend  the  article  to 
them. 

Research  Unit  Focuses  on  Progress  for 

Blacks 

(By  Kenneth  B.  Noble) 

Washington.  Sept.  10.— For  16  years  now 
the  offices  of  the  Joint  Center  for  Political 
Studies  has  issued  a  steady  outpouring  of 
iKiholarly  studies,  books  and  newsletters  on 
political  and  economic  issues  from  a  black 
perspective. 

The  center  has  filled  a  void,  its  supporters 
say.  noting  that  while  intensive  research 
centers  have  sprouted  on  Washington's  in- 
tellectual landscape  in  recent  years,  few 
have  focused  on  how  blacks  are  faring  in 
the  political  arena. 

For  example,  the  center  has  sponsored  re- 
search on  the  growing  role  of  blacks  in  the 
armed  forces  and  was  an  early  voice  chron- 
icling the  problems  of  the  black  family.  In 
another  area,  a  study  by  the  center  chal- 
lenged the  notion  that  the  increasing  black 
migration  to  the  suburbs  signaled  a  move 
into  the  mainstream  of  American  life  and 
the  achievement  of  integration. 


AN  unrivaled  voice.  ONE  SAYS 

Some  say  the  center,  a  nonprofit  organiza- 
tion financed  mainly  by  wealthy  contribu- 
tors, corporations  and  labor  unions,  has 
emerged  as  perhaps  the  nation's  premier 
black  research  center. 

"The  Joint  Center  has  grown  into  an  unri- 
valed voice  on  political  issues  generally." 
said  Prof.  Drew  S.  Days  of  the  Yale  univer- 
sity Law  School,  who  was  assistant  Attorney 
General  for  Civil  Rights  in  the  Carter  Ad- 
ministration. "They've  been  able  to  do  this 
not  by  relying  upon  rhetoric,  but  through 
hard  work." 

But  the  center  is  not  resting.  It  is  now  en- 
larging its  agenda  and  seeking  still  more  in- 
fluence of  domestic  and  foreign  policy 
issues. 

"We  want  to  be  concerned  about  interna- 
tional trade,  arms  control  or  East-West  ten- 
sions." said  Eddie  N.  Williams,  the  center's 
president,  who  is  54  years  old. 

"We  don't  presume  that  there  is  necessari- 
ly a  black  point  of  view  on  these  issues,  but 
black  people,  especially  black  leaders, 
should  be  informed."  he  said.  "And  when 
you  look  around,  there  are  no  organizations 
that  consistently  reach  them  to  any  signifi- 
cant degree." 

To  that  end.  the  center  has  announced 
plans  to  push  beyond  its  earlier  boundaries 
and  put  together  coalitions  of  intellectuals 
and  scholars  who  specialize  on  issues  involv- 
ing blacks,  whether  black  voting  patterns  or 
national  security. 

Recently,  for  example,  the  center  began  a 
study  of  black  philantrophy.  analyzing  fi- 
nancial contributions  and  voluntary  activi- 
ties by  blacks  in  behalf  of  blacks. 

The  center  is  viewed  by  some  as  being  per- 
haps too  sober,  with  faintly  liberal  leanings, 
an  image  Mr.  Williams  has  tried  to  discour- 
age. He  can  pepper  his  conversation  with  al- 
lusions to  a  growing  number  of  black  Re- 
publican elected  officials  and  a  need  for 
black  participation  across  the  political  spec- 
trum. 

WE'RE  pretty  independent 

"In  the  present  vernacular,  we  are  more 
on  the  liberal  side, "  says  Mr.  Williams,  a 
former  journalist.  Foreign  Service  official 
and  a  vice  president  of  the  University  of 
Chicago.  "But  I'd  like  to  think  we're  pretty 
independent." 

Of  his  own  views,  Mr.  Williams  says.  'I 
never  publicly  speculate  about  my  personal 
political  commitments." 

Mr.  Williams'  ability  to  lead  the  center  in 
a  mostly  nonpartisan  direction  is  cited  by 
his  supporters  as  a  strength. 

"Eddie  Williams  has  been  a  middle-of-the- 
road,  main  stream  voice,  the  kind  of  guy 
who  makes  foundations  that  fund  this  sort 
entity  feel  comfortable."  said  Prof.  Mary 
Frances  Berry  of  Howard  University  a 
member  of  the  United  States  Civil  Rights 
Commission.  "He's  not  going  to  fly  off  on 
some  tangent  somewhere,  so  while  being 
safe,  the  work  of  the  center  is  very  good." 

The  center  operates  with  a  staff  of  45,  in- 
cluding 23  scholars  and  analysts,  and  a 
yearly  budget  of  $2.3  million.  Its  donors  in- 
clude Adolph  Coors.  the  Colorado  brewer; 
the  Ford  Foundation;  the  United  Automo- 
bile Workers  and  the  Tobacco  Institute.  It 
has  also  received  money  from  both  the  Re- 
publican and  Democratic  National  Commit- 
tees. 

Its  board  includes  Robert  McCormick 
Adams,  secretary  of  the  Smithsonian  Insti- 
tution: Marian  Wright  Edleman,  head  of 
the  Children's  Defense  Fund,  and  Bernard 
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Rapoport,  chairman  of  the  American 
Income  Life  Insurance  Company. 

Mr.  Williams  does  not  avoid  tough  issues. 
In  an  article  in  Focus,  the  center's  monthly 
newsletter,  he  urges  black  voters  to  support, 
at  all  levels,  only  those  candidates  who  are 
"committed  to  the  imposition  of  tough  sanc- 
tions against  South  Africa." 

The  center's  main  mission,  however,  con- 
tinues to  be  charting  how  blacks  are  faring. 
It  recently  published  its  15th  edition  of 
Black  Elected  Officials.  In  1970,  the  chron- 
icle notes,  only  1,469  blacks  held  elective 
office:  16  years  later,  the  number  had  quad- 
rupled. 

RATE  OF  INCREASE  HAS  SLOWED 

Still,  Mr.  Williams  says,  those  figures  are 
no  cause  for  rejoicing.  Blacks  now  constitute 
11  percent  of  the  country's  population  of 
voting  age  but  they  still  hold  less  than  1.5 
percent  of  its  elective  offices.  In  addition, 
the  current  rate  of  increase  is  only  a  third 
of  what  it  was  from  1970,  when  the  center 
began  keeping  statistics,  to  1976. 

Other  recent  studies  include  a  list  of  all 
elected  and  appointed  black  judges,  and  a 
demographic  political  and  economic  break- 
down on  states  and  congressional  districts. 
For  example,  the  15th  Congressional  Dis- 
trict on  Manhattan's  East  Side  ranks  first  in 
the  nation  for  highest  per  capita  income, 
while  the  18th  Congressional  district  in  the 
South  Bronx  ranks  lowest. 

Mr.  Williams  says  the  recent  Georgia  Con- 
gressional race  in  which  John  Lewis,  the  At- 
lanta City  Council  member,  defeated  Julian 
Bond,  a  state  legislator,  "represents  some 
things  we're  going  ',o  see  more  of  in  the 
future:  two  strong,  viable  black  candidates 
competing  for  the  same  position. " 

"That  reflects  a  kind  of  political  maturing 
of  the  black  community,"  he  said. 


TRIBUTE  TO  PACKWOOD- 

UPJOHN  ELEMENTARY  SCHOOL 
OF  KALAMAZOO,  MI 


HON.  HOWARD  WOLPE 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  WOLPE.  Mr.  Speaker,  today  I  want  to 
pay  tribute  to  an  elementary  school  in  my  dis- 
trict—the  Parkwood-Upjohn  Elementary 
School  of  the  Kalamazoo  Public  School  Dis- 
trict. Today,  September  19,  1986,  the  Kalama- 
zoo community  will  join  in  celebration  to  honor 
the  school  for  having  received  the  prestigious 
National  Award  of  Excellence.  The  Parkwood- 
Upjohn  Elementary  School  has  earned  this 
distinction  through  it's  ability  to  effectively  uti- 
lize existing  resources  to  serve  It's  students. 
Furthermore,  the  staff  has  implemented  a 
broad  curriculum  that  has  significantly  im- 
proved student  citizenship  skills.  Moreover, 
the  school  has  demonstrated  strong  educa- 
tional leadership  that  has  helped  the  student's 
achievement  In  all  grade  levels  and  has 
sparked  a  high  degree  of  parent  and  commu- 
nity involvement. 

Mr.  Speaker,  the  Parkwood-Upjohn  Elemen- 
tary School  Is  highly  unique;  22  percent  of  its 
student  body  are  physically  handicapped 
young  men  and  women,  who  have  successful- 
ly entered  the  classroom.  In  addition,  the 
school  houses  a  uniquely  successful  physical- 
ly handicapped  preschoolers  programs. 


EXTENSIONS  OF  REMARKS 

The  Parkwood-Upjohn  Elementary  School 
community  takes  understandable  pride  in 
being  recognized  as  one  of  the  Nation's  top 
elementary  schools.  It  has  received  a  very 
prestigious  award  that  reflects  the  extraordi- 
nary commitment  and  dedication  of  the  Park- 
wood-Upjohn students,  their  parents,  and  the 
schools  administrator,  support  staff,  and 
teachers.  I  am  honored  and  privileged  to  rep- 
resent such  constituents  who  fully  understand 
the  value  of  education  for  young  Americans, 
and  who  have  worked  so  hard  to  develop 
such  an  outstanding  school  program. 


A  TRIBUTE  TO  CHIEF  JOHN  J. 
O'ROURKE-FIREFIGHTER  EX- 
TRAORDINAIRE 


HON.  MARIO  BIAGGI 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  BIAGGI.  Mr.  Speaker,  it  Is  my  privilege 
and  pleasure  to  rise  today  to  pay  tribute  to 
Chief  John  J.  O'Rourke  of  the  New  York  City 
Fire  Department,  who  Is  retiring  from  the  de- 
partment after  33  years  of  dedicated  service, 
leaving  a  legacy  of  accomplishments,  achieve- 
ments, and  contributions  to  the  New  York 
community.  His  life  reflects  the  community 
leadership,  altruism,  and  genuine  devotion  to 
community  service  that  are  intrinsic  to  his 
nature.  The  New  York  Fire  Department  and 
the  entire  city  of  New  York  will  sorely  miss  the 
leadership  of  Chief  O'Rourke.  Finding  some- 
one capable  of  filling  his  shoes  is  indeed  an 
Impossible  task. 

John  was  born  in  Brooklyn,  NY,  and  spent 
his  entire  life  in  dedicated  service  to  the  New 
York  community.  In  1944,  1  month  after  he 
graduated  from  high  school,  John  joined  the 
U.S.  Navy.  There,  through  his  work  with  the 
constmction  battalions— Seabees— and  the 
Philliplne  Llljeration  Campaign,  John  devel- 
oped the  skills  he  used  for  years  to  come  with 
the  fire  department.  For  3  years  he  served  our 
country  in  the  Pacific  Theater.  And,  not  long 
after  he  returned  to  the  States,  he  decided  to 
continue  those  years  of  service,  this  time  with 
the  fire  department. 

In  1953,  John  was  appointed  to  the  fire  de- 
partment. For  10  years  he  served  with  the 
rank-and-file  firefighters  In  engine  companies 
215  and  250  and  ladder  company  105.  During 
these  years,  he  received  four  citations  for  per- 
sonal bravery,  including  one  for  his  heroic  as- 
sistance when  two  planes  collided  over  Brook- 
lyn In  1960.  In  1963,  John  was  promoted  to 
the  rank  of  lieutenant  were  he  led  the  men  of 
ladder  companies  1 20  and  4. 

By  now,  the  fire  department  had  recognized 
the  tremendous  leadership  ability  that  John 
possesses.  He  quickly  climbed  the  ranks  from 
lieutenant  to  captain,  to  battalion  chief  (of  bat- 
talions 1  and  9),  and  then  to  deputy  chief  of 
the  bureau  of  fire.  During  this  time  he  attend- 
ed John  Jay  College  of  Criminal  Justice, 
where  he  graduated  magna  cum  laude.  This  is 
quite  a  remarkable  achievement.  Not  only  was 
John  supporting  a  family,  rapidly  climbing  a 
difficult  career  ladder,  he  was  attending 
school  on  a  part-time  basis  and  excelling  in  all 
of  his  courses.  This  portrays  John's  Intelli- 
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gence,  ambition,  talent,  and  perseverance.  I 
trust  that  my  colleagues  share  my  admiration 
for  this  wonderful  accomplishment. 

Deputy  chief  was  not  the  last  rank  that  John 
attained.  In  March  1981,  he  rose  to  the  rank 
of  deputy  assistant  chief  of  the  executive  offi- 
cer bureau  of  support  services,  the  deputy  as- 
sistant chief  of  operations,  and  chief  of  train- 
ing. In  April  1984  he  assumed  the  position  of 
department  chief,  a  position  he  has  excelled 
In  ever  since.  In  1985,  John  was  awarded  the 
city  of  New  York's  administrative  medal.  This 
is  an  honor  presented  by  the  mayor  of  New 
York  for  administrative  excellence.  This  year 
he  received  the  New  York  Association  of 
Sprinkler  Contractor's  Public  Service  Award 
for  excellence  in  the  field  of  fire  protection. 
And  now,  after  his  long  and  fulfilling  career, 
Capt,  John  J.  O'Rourke  will  be  retiring  to 
spend  more  time  with  his  lovely  wife  Helen, 
and  their  three  beautiful  daughters:  Barbara, 
who  is  a  public  relations  specialist;  Carol,  who 
recently  graduated  from  Hofstra  Law  School; 
and  Susan  who  is  currently  attending  college. 
I  know  John  will  also  look  fonward  to  spending 
time  with  his  grandson  Justin. 

John,  I  know  my  colleagues  join  me  In  wish- 
ing you  many  healthy  and  happy  retirement 
years.  Through  your  many  years  of  service  to 
your  fellow  man,  you  truly  deserve  the  best 
life  has  to  offer. 


NATIONAL  HISPANIC  HERITAGE 
WEEK 


HON.  PETER  W.  RODINO,  JR. 

OF  NLW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  RODINO.  Mr.  Speaker,  It  is  a  great  privi- 
lege for  me  to  join  with  my  friends  In  New  Jer- 
sey's Hispanic  community  in  recognizing  and 
celebrating  the  great  contributions  Hispanic- 
Americans  have  made  to  our  Nation. 

This  year,  Septemt>er  14-20  Is  designated 
National  Hispanic  Heritage  Week,  a  time  to 
call  attention  to  the  many  ways  In  which  our 
country  has  been  enriched  by  the  various  His- 
panic cultures.  The  celebrations  In  Newark 
began  on  September  15,  with  a  special  pro- 
gram featuring  prominent  Hispanic  community 
leaders.  Including  Mr.  Pablo  Rivera  Alvarez, 
vice  chairman  of  the  Hispanic  Employnrient 
Program  Managers,  Mr.  Ame  Tomo'-lst,  chair- 
man of  the  Federal  Executive  Board  of  North- 
ern New  Jersey,  Hon.  Henry  Martinez,  presi- 
dent of  the  Newark  City  Council,  Mr.  Raul 
Alarcon,  Sr..  president  of  WSKQ  and  KSKQ 
Radio,  and  Mr.  Marcial  Lopez,  director  of  Or- 
questa  Bonncana.  Other  prominent  Hispanic- 
Americans  who  deserve  special  recognition 
are  Maria  Gonzalez,  Joe  Rosaria  and  the  late 
Tony  Perez.  Their  compassion  and  contribu- 
tions to  the  community  have  made  it  a  better 
place  for  all  of  Newark's  citizens. 

From  the  very  discovery  of  America,  right 
up  until  today,  the  Spanish  settlers  and  their 
descendants  have  added  Invaluably  to  the  rich 
diversity  of  our  society  In  which  all  of  us  take 
great  pride.  These  contributions  span  the 
spectrum  of  our  Nation's  erideavors:  art, 
music,  eaucation,  science,  government,  busi- 
ness, entertainment.  The  bravery  of  Hispanic 
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heroes  in  the  service  of  their  country  is  leg- 
endary 

There  are  some  16  million  Hispanic  citizens 
o1  the  United  States,  and  they  are  the  fastest 
growing  minority  group  in  America.  They  are  a 
political  force  to  be  reckoned  with. 

I  pledge  to  work  constantly  with  my  col- 
leagues to  eliminate  from  our  society  the  in- 
equity and  injustice  that  daily  frustrate  the  His- 
panic and  other  minorities.  We  and  our  suc- 
cessors cannot  rest  as  long  as  the  promise  of 
our  Constitution  to  secure  the  blessings  of  lib- 
erty to  ourselves  and  oir  posterity  remains, 
for  too  many  citizens,  a  promise  unfulfilled. 


EXTENSIONS  OF  REMARKS 

mains  of  our  missing  and  determining  once 
and  for  all  whether  Americans  are  being  held 
as  POW's  in  Vietnam. 

MIA  and  POW  families  are  supporting  this 
resolution  and  I  believe  the  Congress  should 
do  likewise. 


September  19,  1986 


MIA-POW  RECOGNITION  DAY 


SAY  YES  TO  MICHIGAN 


UMI 


HON.  FRANK  McCLOSKEY 

OF  INDIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  McCLOSKEY.  Mr.  Speaker,  today  we 
seek  to  recognize  and  honor  our  servicemen 
who  are  still  listed  as  missing-ln-action  in 
Southeast  Asia,  those  who  were  prisoners  of 
war  and  those  who  still  likely  are  captive. 

Too  many  questions  remain  unanswered  in 
our  efforts  to  resolve  the  final  status  of  those 
still  missing  in  Vietnam,  Laos,  and  Cambodia. 
The  position  of  our  Government  Is  that  we 
"cannot  rule  out"  the  possibility  that  some 
POW's  are  still  being  held.  The  new  Director 
of  the  DIA  even  says  it  is  his  own  personal 
assessment  that  one  day  we  may  "walk  out" 
a  live  POW  from  the  jungles  of  Southeast 
Asia. 

Over  800  live  sighting  reports  persist.  We 
know  that  the  Vietnamese  Communists  are 
playing  a  very  cruel  and  gnsly  game  in  releas- 
ing piecemeal  the  remains  of  U.S.  servicemen. 
We  are  concerned  that  the  process  of  iden- 
tification of  these  remains  is  flawed  as  indicat- 
ed in  recent  hearings  before  the  House  Armed 
Services  Investigations  Subcommittee  on 
which  I  serve 

We  have  heard  too  many  accounts  from 
MIA  families  that  the  remains  "positively" 
identified  as  loved  ones  could  not  possibly  be 
so. 

No  less  a  respected  publication  as  the  Wall 
Street  Journal  has  carried  articles  indicating 
the  likelihood  that  L.S.  POW's  still  may  be 
alive  in  Southeast  Asia. 

Mr.  Speaker,  the  only  way  to  effectively  put 
to  rest  this  issue  and  bring  peace  of  mind  to 
the  American  people  is  to  establish  the  MIA/ 
POW  Commission  called  for  in  House  Concur- 
rent Resolution  129.  We  must  approve  this 
resolution  before  Congress  adjourns  so  the 
work  of  review  can  begin.  Two  hundred  and 
forty  of  our  colleagues  have  cosponsored  this 
resolution. 

I  returned  from  Vietnam  in  February  of  this 
year  more  convinced  than  ever  that  Ameri- 
cans POW's  have  t>een  or  are  now  being  held 
by  the  Vietnamese. 

More  than  1 5,000  of  my  constituents  signed 
petitions,  Indiana's  two  Senators  and  myself, 
urging  swift  and  favorable  action  on  House 
Concurrent  Resolution  129.  Far  from  duplicat- 
ing efforts  or  impeding  progress  on  the  MIA/ 
ROW  issue,  the  Commission  will  help  to  clarify 
and  expedite  the  process  of  recovering  the  re- 


HON.  DAVID  E.  BONIOR 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  BONIOR.  Mr.  Speaker,  the  State  of 
Michigan  is  preparing  to  celebrate  in  1987  its 
sesquicentennial,  150  years  of  statehood  and 
150  years  of  progress.  Our  State  slogan  is, 
"Say  Yes  to  Michigan."  Recently,  I  came 
across  an  article  in  the  Washington  Post 
which  underscores  the  appropriateness  of  our 
State's  slogan.  With  your  permission,  I  would 
like  to  share  that  article  with  my  colleagues 
here  in  the  Congress. 

[From  the  Washington  Post,  Sept.  5.  1986) 

You  Went  Where? 

(By  Judy  Mann) 

Some   families   go   to   the   beach   in   the 

summer,  some  go   lo  the  mountains,   and 

some    people    go    camping— although    why 

anyone  would  do  that.  I  can't  imagine.  Our 

family  has  gone  to  the  beach  since  I  was  a  2- 

or  3-year-old  and  we've  gone  to  the  beach 

ever  since  I  had  my  own  2-or  3-year-olds.  If 

it's  summer,  you  go  the  the  beach. 

The  only  real  question  has  been  what 
beach  and  when.  In  modern  times— that  is 
to  say.  the  last  decade  or  so— we  have 
always  had  to  go  to  the  beach  sometime  in 
the  last  couple  of  weeks  of  August  to  accom- 
modate the  swimming  careers  of  my  various 
offspring.  That  settle,  family  discussions  fo- 
cused on  the  burning  issue  of  which  beach 
to  go  to— North  Carolina's  Outer  Banks  or 
the  Eastern  Shore  in  Maryland.  And,  of 
course,  we  usually  began  these  long-distance 
telephone  discussions  with  various  branches 
of  the  family  in  February  or  March,  when 
family  members  had  some  notion  of  how 
their  summers  were  shaping  up.  and  long 
after  all  the  beach  houses  on  the  East  Coast 
had  been  rented  for  August. 

This  year  was  not  much  different.  My 
sister,  who  lives  in  Bloomfield  Hills,  Mich., 
and  I  did  our  part  to  support  the  long-dis- 
tance phone  companies  throughout  the 
spring,  debating  the  logistical  merits  of  va- 
cationing at  every  resort  between  Myrtle 
Beach  in  South  Carolina  and  Rehoboth  in 
Delaware. 

Sometime  in  June,  she  came  up  with  a 
startling  suggestion.  She  and  her  husband 
had  recently  purchased  a  town  house  in  a 
condominium  development  on  Little  Tra- 
verse Bay.  She  suggested  our  families  could 
vacation  there.  I  said:  "Where's  Little  Tra- 
verse Bay?  " 
She  said:  "Northern  Michigan." 
Nobody  spends  summer  vacation  in  North- 
em  Michigan. 

She  said  it  wasn't  rented  for  the  last  week 
of  August  and  the  Memorial  Day  weekend. 
I  could  figure  out  why. 
She  said  there  was  a  beach,  and  forests 
and  wonderful  nature  trails,  swimming 
pools,  and  fishing.  She  promised  they  would 
not  be  frozen  over  in  August.  We  could  stay 
in  the  house  rent-free.  Michigan  was  sound- 
ing better  by  the  minute.  Thanks  to  airline 


deregulation.  Michigan  became  a  bargain. 
Who  minds  a  little  frost? 

The  main  topic  of  conversation  in  Wash- 
ington from  July  4  on  is  where  are  you 
going  on  vacation. 
Try  saying:  "Michigan." 
About  three-quarters  of  the  people  raise 
their  eyebrows  and  mutter  something  sym- 
pathetic like:  "Why?"  Or:  "Family  reunion, 
huh?  "  You  quickly  develop  a  brief  explana- 
tion for  your  aberrent  vacation. 

There  was.  however,  a  group  of  people  (all 
of  whom,  it  turned  out.  came  from  that  part 
of  the  country)  whose  eyes  lit  up  and  who 
said:  "What  part  of  Michigan?"  By  mid- 
August  I'd  gotten  my  geography  straight- 
ened out  enough  to  be  able  to  answer  "Tra- 
verse Bay,"  as  though  I  knew  what  I  was 
talking  about,  which  I  didn't,  since  it  turned 
out  to  be  Little  Traverse  Bay.  That  didn't 
seem  to  matter.  Eyes  lit  up  more.  "Its  beau- 
tiful up  there, "  was  the  unanimous  verdict. 
But  since  that  verdict  came  from  midwest 
erners,  ii  was.  of  course,  suspect.  What  do 
they  know  from  the  joys  of  summering  by 
the  ocean  and  basking  in  the  boiling  sun 
with  a  trashy  novel? 

Nothing,  perhaps.  But  what  they  do  know 
about  is  scenery  and  views  of  lakes  and  bays 
and  sailboats  that  will  take  your  breath 
away.  Air  that  is  probably  the  purest  on  the 
continent.  Magnificent  homes  that  were 
built  before  the  Depression  to  accommodate 
clan  gatherings  for  the  entire  summer.  In 
Harbor  Springs,  for  example,  huge  homes 
were  built  right  on  the  bay  so  residents 
could  sit  on  their  front  porches  or  sweeping 
lawns  and  look  directly  onto  the  water. 

It  is  different  from  the  ocean  beaches,  no 
question  about  that.  The  air  at  night  was 
cool  so  you  could  sleep  without  air  condi- 
tioning. Some  days  were  chilly,  others 
warm.  You  could  hike  nature  trails  in  pine 
forests  in  the  morning  and  go  the  beach  in 
the  afternoon  and  swim  if  you  were  brave. 
Or  you  could  look  for  Petosky  stones,  the 
fossilized  coral  350  million  years  old  that  is 
abundant  near  the  Great  Lakes.  You  could 
visit  shops  in  Petosky,  a  town  infinitely 
more  interesting  and  charming  than  any 
beach  town  with  a  broadwalk.  You  could  go 
out  on  the  bay  in  a  boat  or  fish  off  the  pier 
in  Petosky.  My  son.  the  10-year-old.  went 
fishing  on  the  bay  in  a  boat  with  his 
grandpa  and  his  uncle  and  caught  his  first 
big  fish— a  lake  trout,  out  of  season,  but  in 
his  memory  for  a  lifetime. 

You  could  read  and  be  with  relatives  and 
do  all  the  things  you  do  at  the  beach,  but 
more.  Northern  Michigan  may  be  one  of  the 
country's  best-kept  secrets  and  a  visit  there 
was  a  wonderful  vacation.  More  than  that, 
though,  it  brought  home  once  again  what  a 
wonderfully  varied  country  we  live  in. 


AMERICA  REMEMBERS 


HON.  BOB  McEWEN 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  McEWEN.  Mr.  Speaker,  today  our 
Nation  commemorates  those  American  Sen/- 
icemen  and  women  who  were  prisoners  of 
war  or  missing  in  action.  POW/MIA  Recogni- 
tion Day  serves  a  solemn  reminder  that  the 
price  of  freedom  is  always  high,  but  Ameri- 
cans have  always  paid  it. 

Now  13  years  after  the  American  involve- 
ment in  the  Vietnam  war,  the  fate  of  the  2.430 
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September  19,  1986 

servicemen,  who  are  still  unaccounted  for, 
continues  to  haunt  their  families.  It  is  the  not 
knowing  that  hurts  the  most.  When  speaking 
of  a  husband,  a  father,  or  a  brother,  99  per- 
cent certainly  is  not  enough,  and  it  will  never 
be. 

Our  country  deeply  sympathizes  with  the 
pain  and  suffering  experienced  by  the  families 
of  those  servicemen.  Moreover,  I  understand 
the  tragic  loss  which  each  family  must  feel, 
and  I  want  to  express  my  strong  hope  and 
personal  commitment  to  obtaining  the  fullest 
possible  accounting  of  these  Americans. 

Mr.  Speaker,  if  factfinding  missions  to 
Southeast  Asia  have  taught  us  anything,  it  Is 
that  we  cannot  close  the  books  on  those  men 
and  their  families  until  we  have  learned  all 
that  we  can.  We  cannot  rest,  we  cannot  relent 
until  each  and  every  report  brought  before  us 
is  given  a  full  and  conclusive  airing  and  inves- 
tigation 

Mr.  Speaker,  as  America  prepares  to  com- 
memorate the  many  sacrifices  endured  by  its 
servicemen  and  families  of  those  still  missing- 
in-action,  I  want  to  extend  my  deepest  sympa- 
thy and  appreciation  on  behalf  of  a  grateful 
Nation. 


THE  SIMPLEST  WAY  TO  FIGHT 
DRUGS 


er,  today  our 
^merican  Serv- 
8  prisoners  of 
7MIA  Recogni- 
ninder  that  the 
igh,  but  Ameri- 

lerican  involve- 
ite  of  the  2,430 


HON.  STAN  LUNDINE 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  LUNDINE.  Mr.  Speaker,  I  would  like  to 
share  with  my  colleagues  an  article  published 
Friday,  September  5,  1986,  in  the  New  York 
Times.  It  provides  an  exceptionally  clear  de- 
scription of  the  illegal  drug  problem,  empha- 
sizing eradication,  rather  than  domestic  solu- 
tions, which  include  interdiction,  testing,  and 
enforcement,  as  the  most  effective  way  to 
combat  this  international  problem. 

The  author  of  this  piece,  James  Mills,  has 
been  following  the  international  drug  worid  for 
20  years.  He  argues  very  convincingly  that 
eradication  plans  and  crop  substitution  pro- 
gram do  work,  and  that  this  country  should 
devote  a  more  serious  effort  to  foster  these 
programs  in  the  Latin  American  countries 
most  responsible  for  the  cocaine  trade,  Peru 
and  Bolivia. 

One  way  in  which  we  can  accomplish  this 
goal  is  to  condition  our  foreign  aid  to  Peru  and 
Bolivia,  as  well  as  to  other  countries  with 
drug-dependent  economies,  on  that  country's 
drug  eradication  efforts. 

I  am  very  pleased  that  a  legislative  vehicle 
to  accomplish  this  goal,  the  Drug  Eradication 
Act  of  1986,  which  I  introduced  eariier  this 
year,  was  included,  in  its  entirety,  in  the  omni- 
bus drug  bill  which  the  House  passed  last 
week.  It  will  allow  the  use  of  U.S.  economic 
leverage  through  international  lending  institu- 
tions to  achieve  the  eradication  of  drug  crops 
in  developing  countries.  It  requires  that  drug 
eradication  plans  be  developed  within  1  year, 
and  implemented  by  drug  producing  countries 
as  a  prerequisite  for  U.S.  support  for  assist- 
ance from  the  multilateral  development  banks 
[MDB's]. 

Mr.  Mills'  advice  should  not  be  taken  lightly. 
The  drug  problem  is  serious,  and  is  here  to 
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stay.  The  House  has  taken  a  very  important 
first  step  in  approving  an  omnibus  drug  bill 
which  includes  my  plan  to  foster  eradication 
programs  in  developing  countries.  However, 
this  is  only  the  first  step. 

Next  year,  and  in  the  years  to  come.  Con- 
gress needs  to  oversee  the  implementation  of 
these  eradication  plans.  In  this  way  we  can 
cut  off  the  drug  supply  at  the  roots,  before  it 
can  grow  into  a  serious  international  problem. 

Once  again,  I  urge  my  colleagues  to  read 
Mr.  Mill's  article  and  to  make  it  required  read- 
ing for  Members  of  the  new  Congress  enter- 
ing in  January. 

The  Simplest  Way  To  Fight  Drugs 
(By  James  Mills) 

What  do  the  traffickers  themselves  think 
of  all  this  drug  hysteria— President  Rea- 
gan's urinalysis,  the  first  blockade  of  New 
York  harbor  since  the  War  of  1812,  propos- 
als to  seal  the  Mexican  border  with  a  2,000- 
mile  cocaine  curtain?  In  a  fortified  mansion 
in  Bangkok,  in  a  Mexico  City  prison,  in 
homes,  hotel  rooms  and  restaurants  on  four 
continents,  I  have  spoken  to  a  few  of  the 
men  who  run  the  international  narcotics  in- 
dustry, and  I  am  certain  their  reaction  to 
the  war  on  drugs  is  the  same  today  as  when 
I  met  them.  They  are  laughing.  With  each 
desperate  new  response  to  the  drug  dilem- 
ma, we  move  further  and  further  from  the 
real  solution,  and  give  the  narcotics  tycoons 
every  reason  to  celebrate. 

When  an  intelligent  person  has  a  problem, 
he  first  examines  the  problem,  breaks  it 
into  its  components,  tries  to  find  the  funda- 
mental cause  (as  opposed  to  symptoms  mas- 
querading as  causes)  and  then  attacks  the 
cause.  He  also  asks  himself  what  attacks 
have  been  made  on  the  problem  in  the  past, 
and  which.  If  any,  of  those  attacks  have  had 
success. 

Clearly,  the  cause  of  the  drug  problem  is 
drugs.  If  drugs  had  never  existed,  there 
could  be  no  drug  problem.  Apparent  solu- 
tion: remove  drugs.  Without  the  presence  of 
drugs,  there  would  be  jio  need  for  programs 
to  interdict  drugs,  arrest  drug  dealers,  seize 
drug  profits,  treat  drug  addicts  or  test  po- 
tential drug  users. 

What  attacks  have  been  launched  against 
the  drug  problem  in  the  past?  They  include: 
interdiction,  law  enforcement,  penalties, 
treatment,  denying  profits,  eradication. 

Which  of  these,  if  any,  have  worked?  Only 
one:  eradication.  It  worked  in  Turkey,  and  it 
worked,  more  recently  and  tempiorarily,  in 
Mexico.  None  of  the  others  have  ever 
worked,  to  any  significant  degree,  anywhere 
at  any  time. 

Doesn't  common  sense  tell  us  that  before 
we  throw  billions  of  dollars  and  immense 
effort  at  other  recommended  attacks  on  the 
problem,  we  should  fully  exhaust  attempts 
at  eradication,  the  only  remedy  that  has 
ever  worked.  Not  only  is  eradication  the 
only  remedy  that  has  worked,  it  is  also  the 
only  approach  that  directly  attacks  the  fun- 
damental problem— removing  drugs. 

Eradication  also  happens,  fortunately,  to 
be  the  cheapest  and  easiest  approach. 
Ninety-five  percent  of  the  world's  cocaine, 
for  example,  originates  in  only  two  coun- 
tries, Peru  and  Bolivia.  They  have  a  com- 
bined population  approximately  equal  to 
that  of  California.  They  are  impoverished 
and  desperately  in  need  of  aid.  Surely,  it 
would  be  relatively  easy  to  encourage— and. 
if  necessary,  to  force— those  countries  to 
stop  growing  coca. 

Peru  and  Bolivia  complain  that  eradica- 
tion of  coca  plants  would  unduly  upset  peas- 
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ants  who  earn  their  livings  from  coca.  But 
when  members  of  the  Senate  Select  Com- 
mittee on  Narcotics  Abuse  and  Control  vis- 
ited Peru  and  Bolivia  in  1983  they  found 
that  many,  if  not  most,  of  the  coca-growing 
campesinos  had  until  recently  been  growing 
legitimate  food  crops.  Only  when  the  cam- 
pesinos abandoned  food  crops  for  the  more 
lucrative  coca  plants  did  both  those  coun- 
tries have  to  be  fed  by  emergency  interna- 
tional relief  programs. 

Bolivia  further  claims  that  since  campe- 
sinos represent  60  percent  of  the  electorate, 
their  disfavor  could  topple  the  Government. 
Well,  so  what— compared  to  the  alternative 
of  continuing  cocaine  abuse?  Bolivian  gov- 
ernments have  been  collapsing  regularly  for 
the  past  30  yea;-s  and  will  no  doubt  continue 
to  collapse  with  or  without  the  eradication 
of  coca  fields. 

Note  that  Thailand  has  offered  the  peas- 
ants-will-starve argument  for  some  15  years, 
while  its  poppy  acreage  has  grown  and 
grown.  Turkey  said  the  same  thing  (it  had 
300.000  farmers  growing  poppies)— until 
President  Richard  M.  Nixon  gave  the  Turk- 
ish Government  money  for  the  farmers  who 
were  put  out  of  the  opium  business  in  the 
early  1970s.  Most  of  the  money  went  into 
the  pockets  of  corrupt  officials.  Still,  there 
were  no  reports  of  mass  starvation  in 
Turkey. 

A  few  weeks  ago.  President  Victor  Paz  Es- 
tenssoro  of  Bolivia,  asking  for  $100  million  a 
year  in  anti-drug  funds  from  the  United 
States,  was  quoted  as  saying:  "If  we  are 
going  to  tell  the  peasants  not  to  grow  coca, 
we  have  to  have  alternatives.  Without  an 
all-weather  highway,  they  can't  market  rice, 
coffee,  oranges  and  other  legal  crops  they 
could  substitute  for  coca."  I  first  heard 
those  words— virtually  verbatim— about  a 
decade  ago  from  Thailand  officials.  The 
Thais  got  the  money  they  requested,  they 
got  their  crop  substitution  programs  and 
they  got  their  highway.  Today,  the  money  is 
gone,  crop  substitution  is  still  in  the  "dem- 
onstration" stage,  poppy  acreage  is  vastly 
increased  and  the  highway  has  been  used  to 
transport  opium  and  morphine  base. 

It  is  also  argued  that  if  we  eradicate  in 
one  country,  growers  will  simply  shift  to  an- 
other. This  ignores  the  fact  that  there  are 
only  a  limited  number  of  locations  with  the 
agricultural  and  climatic  conditions  neces- 
sary for  the  growth  of  coca  and  poppies. 
And  once  the  full  p)ower  of  the  United 
States  comes  down  on  Peru  and  Bolivia, 
forcing  eradication,  surely  other  countries 
will  see  the  handwriting  on  the  wall.  Will 
they  imagine  that  they  can  succeed  where 
Peru  and  Bolivia  failed?  Would  not  the 
United  States  be  as  capable  of  coercing 
those  countries  into  eradication  as  it  was 
Peru  and  Bolivia?  And  isn't  there  something 
fundamentally  unsound,  and  craven,  about 
the  other-countries-will-step-in  argument? 
Is  it  wise  not  to  attack  one  enemy  for  fear 
that  others  might  then  appear? 

After  having  observed  the  international 
drug  scene  for  20  years.  I  am  convinced  that 
eradication  is  the  only  thing  that  will  work, 
and  that  it  would  work  quite  easily.  If  Presi- 
dent Reagan  dug  in  his  heels  and  became 
obsessive  about  eradication,  he  could  reduce 
the  availability  of  cocaine  by  50  percent  in 
six  months,  and  80  percent  in  a  year.  Heroin 
could  be  similarly  reduced,  though  over  a 
longer  period  of  time. 

Why,  then,  is  eradication  always  at  the 
bottom  of  every  politician's  list  of  "things  to 
do?"  I  think  because  it's  the  least  politically 
attractive  recommendation.  Surely,  it  is  no 
accident  that  the  present  furor  over  drugs 
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(sparked  only  In  part  by  the  emergence  of 
crack)  precedes  the  November  elections  by 
three  months.  (President  Reagan  declared 
his  war  on  drugs  19  days  before  the  1982 
elections.)  Politicians  appear  to  believe  that 
workers  are  interested  only  in  what  is  near- 
est to  them.  So  we  get  domestic  solutions: 
interdiction,  testing  and  enforcement. 
Eradication— a  big  word  that  happens  in  dis- 
tant lands— isn't  so  viscerally  appealing  as 
capital  punishment  for  pushers. 

We  have  to  stop  wanting  to  appear  as  if 
we  are  doing  something— and  do  something. 
There  is  no  end  to  the  good  you  can  accom- 
plish if  you  don't  care  who  gets  the  credit. 
Eradication  could  make  all  other  approach- 
es, from  interdiction  to  testing,  irrelevant. 

I  might  also  add  that  drugs  are  not  exclu- 
sively an  American  problem.  The  war  must 
be  a  world  war  not  only  in  the  sense  that 
producing  countries  are  our  enemies,  but  in 
the  sense  that  other  victim  countries  are— 
or  should  be— our  allies.  We  do  not  have  the 
highest  per  capita  addiction  rate  in  the 
world.  (Colombia  is  said  to  have  three  mil- 
lion addicts,  which  is  one  in  nine  citizens— 
almost  unbelieveable.)  Many  countries  in 
Asia.  Latin  America  and  Europe  have  large 
and  growing  drug  problems.  They  should  be 
as  eager  as  we  to  see  to  it  that  producing 
countries  get  out  of  the  dope  business. 

Last  year.  23  Americans  died  in  terrorist 
attacks,  and  we  bombed  Libya.  If  the 
world's  coca  fields  were  in  Libya,  instead  of 
in  Peru  and  Bolivia.  President  Reagan 
would  know  what  to  do  and  we  would  not 
have  a  cocaine  problem  today. 

By  concentrating  the  bulk  of  its  efforts  on 
domestic  approaches,  our  Government 
keeps  th«  heat  off  the  leaders  of  the  inter- 
national narcotics  industry,  men  whose 
supply,  production  and  management  teams 
are  overseas. 

So  the  traffickers  are  laughing.  They 
know  how  to  solve  the  drug  problem.  The 
war  on  drugs  is  the  best  thing  that  ever 
happened  to  them. 


ORGAN  TRANSPLANTATION 
POLICY  ACT  OF  1986 
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In  addition,  transplantation  is  substantially  less 
expensive  than  dialysis  therapy. 

According  to  a  report  by  the  Inspector  Gen- 
eral of  the  Department  of  Health  and  Human 
Services,  5  percent  of  the  kidneys  transplant- 
ed in  the  United  States— or  1  out  of  20— are 
given  to  foreign  nationals.  The  report  also 
shows  that  about  200  to  250  kidneys  are  ex- 
ported from  the  United  States  each  year. 
Kidney  experts  estimate  that  in  northern  Cali- 
fornia 560  individuals  are  waiting  to  receive  a 
kidney  transplant. 

The  Organ  Policy  Act  of  1986  requires  that 
a  hospital  contact  the  national  organ  procure- 
ment and  transplantation  network  before  ex- 
porting an  organ  or  transplanting  the  organ 
into  a  nonresident  alien.  If  the  network  deter- 
mines that  there  is  a  U.S.  resident  who  is  a 
suitable  recipient,  the  hospital  would  be  re- 
quired to  cooperate  with  the  network  in  ar- 
ranging for  transplantation  of  the  organ  into 
the  U.S.  resident. 

This  legislation  will  improve  the  health  of 
hundreds  of  Americans  with  kidney  disease 
and  will  help  reduce  Medicare  expenditures  by 
reducing  the  need  for  cos'.ly  dialysis  treat- 
ment. For  these  reasons,  I  intend  to  make  this 
issue  a  priority. 


September  19,  1986 


HON.  FORTNEY  H.  (PETE)  STARK 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19.  1986 

Mr.  STARK.  Mr.  Speaker,  today,  I  am  intro- 
ducing for  myself  and  Mr.  Rostenkowski  the 
Organ  Transplantation  Policy  Act  of  1986.  The 
purpose  of  the  bill  is  to  ensure  that  U.S.  resi- 
dents have  priority  in  receiving  organ  trans- 
plants. 

Increasingly,'  foreign  nationals  are  coming  to 
America  for  the  sole  purpose  of  receiving  a 
kidney  transplant.  Americans  are  forced  to 
wait  on  dialysis  machines  as  wealthy  foreign- 
ers step  to  the  head  of  the  line  for  kidneys 
donated  by  Americans.  We  need  to  ensure 
that  U.S.  resHJents  have  priority  in  receiving 
these  organs. 

Organs  for  transplantatkjn  are  in  short 
supply.  The  problem  is  most  acute  with  kidney 
transplantation.  Between  1980  and  1985,  the 
number  of  people  waiting  for  kidney  trans- 
plants has  increased  by  93  percent.  There  are 
approximately  8,000  to  10.000  people  waiting 
for  kkjney  transplants  in  the  United  States. 
Transplantatk>n  can  Improve  life  expectancy, 
and  gerwrally  results  in  a  better  quality  of  life. 


waiting  lists  for  their  programs  grow  longer 
each  month. 

The  $900  million  in  the  President's  proposal 
is  redirected  funding,  which  when  combined 
with  existing  resources,  would  total  $3.2  bil- 
lion. Certainly  priorities  for  allocating  scarce 
resources  must  be  established  and  I  applaud 
the  President  for  elevating  narcotics  trafficking 
and  drug  abuse  to  a  higher  priority  on  his 
agenda  and  for  his  personal  involvement  and 
that  of  First  Lady  in  this  critical  issue.  But  I 
also  question  the  proposed  source  of  the 
$900  million.  For  example,  is  it  coming  from 
Social  Security  or  from  Medicare  or  from  a 
combination  of  these  and  other  important  do- 
mestic programs? 

The  President's  effort  to  create  a  drug-free 
workplace  and  drug-free  schools,  to  devote 
resources  for  drug  treatment,  for  improving 
international  cooperation,  for  strengthening 
our  law  enforcement  capabilities,  and  for  in- 
volving the  private  sector  are  laudable  cbjec- 
tives. 

Hopefully,  the  President's  proposal  will  not 
be  funded  at  the  expense  of  domestic  pro- 
grams intended  to  help  senior  citizens  and 
others  on  fixed  incomes.  In  this  regard.  I  look 
toward  to  learning  in  greater  detail,  the  Presi- 
dent's proposals  for  financing  his  program. 


PRESIDENT  REAGAN'S  DRUG 
INITIATIVE 


HON.  BENJAMIN  A.  GILMAN 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  GILMAN.  Mr.  Speaker,  earlier  this  week 
our  Nation  heard  the  President  and  the  First 
Lady  speak  movingly  about  the  need  for  this 
Nation  to  rise  up  against  the  illicit  substances 
that  flow  through  our  streets.  Following  this 
televised  broadcast,  the  President  submitted 
to  the  Congress  a  package  of  legislative  pro- 
posals pertaining  to  various  aspects  of  the 
drug  abuse  and  trafficking  problem.  However, 
a  major  difference  between  the  President's 
proposal  and  H.R.  5484,  the  Omnibus  Drug 
Enforcement,  Education,  and  Control  Act  of 
1986,  which  overwhelmingly  passed  the 
House  last  week  by  a  vote  of  392-16,  is  that 
the  House  approach  in  combating  narcotics 
trafficking  and  drug  abuse  would  authorize 
more  than  $2.1  billion  in  new  budget  authority, 
whereas  the  President's  proposal  would  redi- 
rect nearly  $900  million  within  the  existing 
Federal  budget  from  other  programs  to  certain 
drug  programs. 

The  support  of  the  House  of  Representa- 
tives for  the  omnibus  drug  bill  was  based 
upon  years  of  hearings  conducted  by  our 
Select  Committee  on  Narcotics  Abuse  and 
Control,  where  I  serve  as  the  ranking  minority 
member,  and  upon  the  good  work  of  the  12 
standing  committees,  including  the  Foreign  Af- 
fairs Committee,  on  which  I  am  a  senior 
member.  Over  the  years,  it  has  become  obvi- 
ous that  our  existing  law  enforcement  network 
is  insufficient  to  cope  with  the  massive  narcot- 
ics trafficking  confronting  our  Nation.  Similarly, 
drug  treatment  and  rehabilitation  facilities  are 
straining  to  provide  services  at  a  time  when 


NATIONAL  POW-MIA 
RECOGNITION  DAY 


HON.  BOB  CARR 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  CARR.  Mr.  Speaker,  today  has  been 
designated  as  National  POW-MIA  Recognition 
Day.  On  this  day.  the  Prisoner  of  War  Commit- 
tee of  Michigan  will  dedicate  the  first  State 
memorial  of  its  kind  to  the  POW-MIA's  of 
Michigan. 

The  monument,  which  will  stand  on  the 
grounds  of  the  1 50  acre  Oakland  Hills  Memo- 
rial Gardens  in  Novi,  Ml,  is  a  lasting  tribute  to 
the  brave  men  of  Michigan,  who  have  yet  to 
return  to  their  families  from  the  Vietnam  con- 
flict. 

Michigan  will  never  forget  its  84  sons  listed 
as  missing  in  action.  While  the  Vietnam  War 
was  not  a  popular  crusade  for  many,  these 
men  fulfilled  the  highest  and  most  demanding 
duty  that  they  could  be  asked  to  perform  by 
their  Nation.  Under  pressure  from  home  and 
the  frontline,  they  proved  to  be  true  patriots. 

While  it  has  been  more  than  a  decade  since 
the  United  States  has  withdrawn  from  its  mili- 
tary involvement  in  Southeast  Asia,  the  scars 
of  the  conflict  can  never  be  completely  healed 
until  every  MIA  is  accounted  for. 

Nationwide  more  than  2,500  remain  missing 
in  action  or  presumed  prisoners  of  war.  In 
Michigan  we  are  still  deprived  of  the  presence 
and  contributions  of  84  of  our  citizens.  We 
must  not  forget  these  lives.  The  memorial 
which  will  be  dedicated  today  ensures  that 
their  memory  endures  in  our  steadfast  for  their 
return.  Their  memory  is  sacred  and  forever. 
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HON.  DON  BONKER 

OF  WASHINGTON 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday.'September  19.  1986 

Mr.  BONKER.  Mr.  Speaker,  the  continuing 
uncertainty  about  the  fate  of  the  men  still 
listed  as  missing  in  Southeast  Asia  is  one  of 
the  most  troubling  legacies  of  the  Vietnam 
war.  Reports  of  live  sightings  perpetuate  the 
hopes  and  prolong  the  pain  for  many  of  the 
families  of  these  brave  servicemen. 

This  day  of  national  recognition  is  a  special 
tribute  to  the  missing,  to  their  families,  and  to 
those  who  were  POW's  and  were  fortunate 
enough  to  have  been  released.  It  is  my  hope 
that  we  will  continue  the  progress  we  have 
made  in  recent  years  toward  providing  the  full- 
est possible  accounting  of  the  missing,  both 
to  alleviate  the  suffering  of  the  families  and  to 
en=;ure  that  there  are  no  Amehcans  being 
held  against  their  will  in  Vietnam. 

Ttn  men  from  my  district  in  southwest 
Washington  State  have  been  missing  since 
well  before  the  end  of  the  Vietnam  war.  The 
families  of  these  missing  servicemen  have  de- 
voted years  of  work  in  efforts  to  locate  them. 
On  their  behalf  and  in  recognition  of  the  brav- 
ery of  their  sons,  fathers,  brothers,  and  hus- 
bands, I  would  like  to  honor  them  now.  They 
are  Bruce  A.  Berg,  Gary  P.  Booth,  Harley  H. 
Hall,  Melvin  A.  Holland,  Roderick  B.  Lester, 
Richard  A.  Livingston,  James  R.  McQuade, 
Lawrence  F.  Nyman,  David  S.  Price,  and 
James  D.  Williamson. 

Determining  the  fate  of  these  men  has  been 
a  slow,  painful,  and  incomplete  process  and, 
as  a  nation,  we  have  a  great  deal  more  still  to 
do.  It  is  the  responsibility  of  our  Government 
to  ensure  that  every  possible  clue  to  the  fate 
of  these  men  is  diligently  pursued.  The  De- 
fense Intelligence  Agency  must  maintain  the 
highest  degree  of  professionalism  and  dedica- 
tion to  this  cause  and  the  administration  must 
exercise  all  diplomatic  options  to  foster  a  co- 
operative spirit  with  the  Vietnamese  and  the 
Laotian  Govenrment  in  order  to  permit  the 
most  thorough  possible  investigations. 

In  conclusion,  Mr.  Speaker,  I  hope  that  we 
all  take  a  moment  today  to  think  about  these 
missing  men  and  to  consider  what  we  can  do 
to  provide  information  to  these  families.  I  fur- 
ther hope  that  someday  we  will  no  longer 
have  a  need  for  National  MIA-POW  Recogni- 
tion Day  because  we  will  have  provided  the 
answers  the  families  so  desperately  need  and 
deserve. 


H.R.     4838,     LABOR     PROTECTIVE 
PROVISIONS  IN  AIRLINE 

MERGERS 


HON.  BILL  FRENZEL 

OF  MINNESOTA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  FRENZEL.  Mr.  Speaker,  on  Tuesday. 
Septemljer  16,  I  was  the  congressional  repre- 
sentative at  GATT  Minlsterials  in  Uruguay,  and 
therefore  missed  votes  on  bills  considered 
under  suspension  that  day. 


EXTENSIONS  OF  REMARKS 

One  bill  of  particular  interest  to  me  and  my 
district  is  H.R.  4838,  requiring  the  adoption  of 
Labor  Protective  Provisions  [LPP's]  in  airline 
mergers  where  the  Secretary  of  Transporta- 
tion finds  likely  harm  to  wages  or  job  security 
as  a  result  of  the  merger.  Had  I  been  present, 
I  would  have  voted  for  the  bill.  I  am  pleased 
that  it  passed  as  it  did. 

There  are  turbulent  times  for  the  air  indus- 
try, with  mergers  a  commonplace  occurrence. 
Each  merger  necessitates  difficult  decisions 
as  two  labor  forces  are  merged.  H.R.  4838  will 
prevent  airlines  from  taking  unfair  advantage 
of  their  employees  by  forcing  concessions 
that  could  not  be  won  without  the  uncertainty 
caused  by  a  pending  merger. 

I  earlier  had  announced  my  reluctance  to 
support  a  bill  that  could  infringe  on  the  com- 
petitive posture  of  airlines.  Upon  closer  con- 
sideration, however,  i  have  concluded  that  the 
bill  responsibly  addresses  the  real  concerns  of 
employees,  and  does  not  force  the  Secretary 
of  Transportation  to  issue  provisions  that  will 
prevent  an  airline  from  improving  its  competi- 
tiveness. I  continue  to  believe  that  employees' 
interests  are  best  served  when  the  airlines 
strengthen  their  position.  I  also  believe,  how- 
ever, that  this  bill  does  not  take  away  that 
ability,  and  that  it  does  provide  an  important 
protection  for  employees. 
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BOVINE  SOMATOTROPIN 


CONGRATULATIONS  TO  THE 
NEW  YORK  METS 

HON.  GARY  L.  ACKERMAN 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  ACKERMAN.  Mr  Speaker,  in  1969,  they 
were  the  miracle  team.  In  1973,  "you  gotta 
believe"  was  the  cry,  and  everyone  in  New 
York  did.  But  this  year,  they  have  been  simple 
awesome. 

I'm  referring,  or  course,  to  the  1986  Nation- 
al League  East  champions,  the  New  York 
Mets. 

The  outcome  has  been  clear  for  months. 
Last  night,  the  Mets  made  the  inevitable  a  re- 
ality. 

In  clinching  their  division  yesterday — the 
earliest  the  NL  East  has  ever  been  won— the 
Mets  continued  their  inexorable  course  to  the 
world  championship. 

Let  by  Manager  Davey  Johnson,  the  Mets 
lineup  reads  like  an  all-star  roster:  Carter,  Her- 
nandez, Strawberry,  Gooden,  Darling.  Fernan- 
dez strike  fear  into  the  hearts  of  opposing 
players.  Backman.  Dykstra,  Teufel,  Aguilera, 
Orosco,  McDowell,  Wilson,  Knight— their 
names  are  already  legends  in  New  York  City. 

The  Mets  lead  the  league  in  hitting,  lead  the 
league  m  pitching,  and  now  lead  the  East  by 
an  amazing— there's  that  word  again— 19 
games. 

No  doubt,  Mr.  Speaker,  you  are  among  the 
skeptics,  partial  as  you  are  to  a  gallant  but  ob- 
viously inferior  team  that  sports  scarlet  ho- 
siery. Heretics  are  found  also  in  Houston  and 
southern  California.  But  elsewhere,  no  one 
can  doubt  that  the  Mets  will  finish  in  October 
what  they  began  last  April. 

Perhaps  the  grim  reality  for  the  rest  of  base- 
ball was  summed  up  by  a  sign  at  Shea  Stadi- 
um last  night,  it  read;  The  Dynasty  Begins. 


HON.  STEVE  GUNDERSON 

OF  WISCONSIN 

1 

IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday.  September  19.  1986 

Mr.  GUNDERSON.  Mr  Speaker,  today.  I  am 
reintroducing  legislation  that  I  previously 
brought  to  the  attention  of  the  House  on  June 
26.  The  bill  requires  a  study  to  be  done  by  the 
U.S.  Department  of  Aghculture  on  the  use  of 
bovine  somatotropin  and  its  potential  impact 
on  the  dairy  industry  in  this  country,  specifical- 
ly, the  dairy  price  support  program  and  the 
structure  of  the  industry  as  a  whole. 

WHAT  IS  BOVINE  SOMATOTROPIN? 

Commonly  referred  to  as  bovine  growth  hor- 
mone, bovine  somatotropin,  is  a  naturally  oc- 
curnng  protein  in  cattle  and  is  found  in  the  pi- 
tuitary gland.  The  gene  responsible  for  natural 
bovine  somatotropin  is  isolated  and  trans- 
ferred from  the  animal  to  ordinary  bacteria 
cells.  The  bacteria  are  used  to  produce, 
through  standard  fermentation  procedures, 
large  quantities  of  BST.  The  bactena  are  then 
killed,  the  BST  separated,  highly  punfied  and 
formulated  for  use. 

THE   POTENTIAL  IMPACT  OF  BST 

The  Changes  and  innovations  that  have  oc- 
curred over  the  last  several  years  have  had  a 
profound  impact  on  the  ability  for  a  cow  to 
produce  milk  The  widespread  acceptance  of 
artificial  insemination  and  the  improved  feed- 
ing practices  have  helped  to  increase  the  av- 
erage production  per  cow  from  5,400  pounds 
of  milk  per  year  to  12,500  in  1984.  The  adop- 
tion of  BST  has  the  potential  to  increase  milk 
production  anywhere  from  1 0  to  40  percent. 

Studies  have  shown  that  stimulates  cows  to 
direct  food  energy  into  milk  production  and 
while  there  is  an  increase  in  feed  intake,  there 
is  actually  an  increase  in  feed  efficiency.  In- 
jected daily,  greater  production  begins  3  or  4 
days  after  the  first  injection  and  reaches  full 
effects  in  a  couple  weeks.  Initial  research  indi- 
cates that  the  milk  from  cows  being  injected 
with  BST  is  no  different  than  that  from  other 
cows.  There  is  also  apparently  no  adverse 
impact  on  the  cow. 

PURPOSE  OF  THE  LEGISLATION 

The  bill  I  am  introducing  today  simply  would 
require  USDA  to  analyze  the  impact  bovine 
somatotropin  could  have  on  the  Federal  Dairy 
Price  Support  Program  and  the  structure  of 
the  dairy  industry— the  number  of  farmers  and 
herd  size — as  a  whole.  The  studies  would 
have  to  be  completed  by  January  1,  1988. 

Despite  the  contentions  of  some  individuals 
that  the  development  of  bovine  growth  hor- 
mone is  a  step  in  the  wrorig  direction,  we 
cannot  close  our  eyes  and  hope  it  goes  away. 
Whether  we  like  it  or  not  BST  is  likely  to  be 
on  the  market  soon. 

While  it  is  difficult  to  see  any  direct  benefits 
of  t>ovine  somatotropin  at  present,  it  would  be 
extremely  irresponsible  for  us  to  ignore  a  new  = 
technology  that  has  the  potential  to  benefit 
the  dairy  farmers  of  this  country. 

REASON  FOR  REINTRODUCING  LEGISLATION 

My  reasoning  for  reintroducing  this  legisla- 
tion makes  the  bill  more  specific  so  that  it 
would  be  referred  solely  to  the  House  Agricul- 
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ture  Committee,  because,  quite  frankly,  the 
use  of  bovine  somatotropin  and  its  potential 
impact  on  the  dairy  sector  and  dairy  policy  is 
an  issue  that  is  best  handled  by  the  Agricul- 
ture Committee. 

WHAT'S  AT  STAKE? 

Bovine  somatotropin  will  eventually  be  on 
the  commercial  market.  We  have  to  seize  the 
initiative  and  learn  more  about  this  advance- 
ment so  we  can  be  prepared  for  it.  Bovine  so- 
matotropin has  the  potential  to  increase  the 
efficiency  of  dairy  farmers  by  lowenng  their 
costs,  but,  at  the  same  time  increase  the  sur- 
plus of  milk. 

The  legislation  I  am  reintroducing  today 
does  not  seek  to  ban  the  commercial  use  of 
BST  but  rather  to  make  sure  that  necessary 
infofmation  is  available  so  that  the  proper 
choices  can  be  made  in  the  future. 


EXTENSIONS  OF  REMARKS 

SALUTE  TO  THE  CAMPHILL 
MOVEMENT 


September  19,  1986 


MIA-POW:  THE  FINAL  CHAPTER 


NATIONAL  DEFENSE  STOCKPILE 

HON.  CHARLES  E.  BENNEH 

OF  FLORIDA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19.  1986 

Mr.  BENNETT.  Mr.  Speaker,  current  nation- 
al defense  stockpile  policy  ohginated  out  of 
the  experiences  of  World  War  II  and  the 
Korean  conflict.  That  policy  has  been  to  main- 
tain a  national  defense  stockpile  of  strategic 
and  critical  materials  needed  to  support  our 
defense,  ir>dustrial  and  essential  civilian  re- 
quirements in  the  event  of  a  national  emer- 
gency. However,  estimated  requirements  for 
the  strategic  and  critical  materials  to  be  main- 
tair>ed  in  the  stockpile  have  fluctuated  dra- 
matically over  the  years.  These  fluctuations 
have  been  brought  about  by  changes  in  pol- 
icymakers' perceptions  about  the  strategic 
threat  to  the  United  States.  Since  the  Reagan 
administratkjn  took  office,  the  United  States 
has  embarked  on  a  costly  military  buildup  to 
counter  the  massive  Soviet  buildup  which  has 
occurred  in  recent  years.  At  the  same  time, 
the  administration's  stockpile  policy  is  incon- 
sistent with  their  stated  perception  concerning 
the  Soviet  threat.  On  July  8,  1 985,  the  admin- 
istration proposed  reducing  current  stockpile 
goals  from  $16  billion  to  $700  million,  largely 
as  a  result  of  the  Office  of  Management  and 
Budget's  desire  to  use  stockpile  funds  to 
reduce  tt>e  Federal  budget  deficit. 

As  chairman  of  the  subcommittee  responsi- 
t>le  for  oversight  of  the  national  defense 
stockpile,  I  believe  that  this  is  a  shortsighted 
and  dangerous  policy  and  not  in  the  best  in- 
terest of  our  national  secunty 

The  issues  involved  are  not  simple,  but  ex- 
treniely  complex.  In  this  regard,  I  recommend 
that  my  colleagues  read  two  recent  reports  by 
Alfred  R.  Greenwood  of  the  Congressional 
Research  Service  on  this  complex  subject. 
The  first  report  was  issued  on  February  8, 
1986.  and  is  entitled  "The  Reagan  Administra- 
tion Proposes  Dramatic  Changes  to  National 
Defense  Stockpile  Goals"  (86-578  ENR).  The 
second  report  was  issued  on  August  29,  1 966 
and  is  entitled  "National  Defense  Stockpile 
Polk:y— ttie  Congressional  Debate'  (86-863 
ENR). 


HON.  DENNIS  E.  ECKART 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  ECKART  of  Ohio.  Mr.  Speaker,  I  rise 
today  to  salute  and  pay  special  tribute  to  the 
25th  anniversary  of  the  Camphill  Movement  in 
the  United  States. 

The  Camphill  Movement,  begun  in  this 
country  in  1961,  now  consists  of  five  commu- 
nities in  New  York,  Pennsylvania,  and  Minne- 
sota. It's  based  upon  a  solid  dedication  to  al- 
lowing developmentally  disabled  persons  to 
live  fully  integrated,  dignified,  and  productive 
lives. 

In  these  communities,  disabled  persons  live 
with  nondisabled  families  and  students  from 
around  the  world,  providing  educational  oppor- 
tunities as  well  as  the  chance  for  shared  re- 
sponsibility and  meaningful,  constructive  work. 

This  growing  Camphill  Movement  was 
founded  in  1939  by  Dr.  Karl  Konig  in  Scotland. 
There  are  now  over  70  Camphill  centers  in 
Great  Britain,  Europe,  Africa,  South  America, 
and  the  United  States.  Each  community  up- 
holds the  common  characteristic  of  stressing 
community  life  shared  equally  by  disabled  and 
nondisabled  residents  alike.  Extended  family 
settings  help  to  cultivate  the  experience  of 
social  interdependence  based  upon  mutual 
understanding  and  respect. 

Additionally,  these  communities  are  ex- 
tremely self-sufficient  through  carefully  main- 
tained gardens  and  the  production  of  bread, 
cheese,  maple  syrup,  and  other  food  items. 
There  are  indeed  many  diverse  opportunities 
for  learning,  and  cultural  and  artistic  activities 
are  emphasized  and  integrated  into  daily  life. 

This  year,  the  Camphill  Movement  is  cele- 
brating its  25th  anniversary  of  caring  and  com- 
mitment in  the  United  States.  New  York  Gov. 
Mario  Cuomo  recently  presented  that  State's 
Camphill  village  with  a  special  citation,  recog- 
nizing them  for  their  outstanding  accomplish- 
ments in  providing  high  quality  care  for  dis- 
abled residents. 

I  am  honored  to  be  familiar  with  this  pro- 
gram and  its  philosophy,  and  I  join  with  Gover- 
nor Cuomo  and  all  others  who  will  be  partici- 
pating in  this  25th  anniversary  celebration  in 
expressing  my  respect  for  the  Camphill  Move- 
ment's efforts  and  contributions.  It  is  the  ele- 
ments of  real  sharing,  of  dedication  to  small 
details,  of  commitment  to  caring  for  the  land, 
and  of  working  to  bring  out  the  best  in  each 
individual  that  make  these  communities  so 
special. 

It  is  my  hope  that  this  innovative,  successful 
approach  will  expand  in  this  country  and  will 
continue  in  its  fine  tradition  of  working  with 
disabled  people.  Let  the  Camphill  Movement 
be  a  model  and  an  inspiration  for  other  pro- 
grams just  now  beginning  as  we  explore  alter- 
natives to  more  traditional  care  environments. 


HON.  SHERWOOD  L.  BOEHLERT 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 

Mr.  BOEHLERT.  America  is  always  grateful 
to  those  who  fight  to  defend  our  freedoms 
and  our  families — our  soldiers.  And  in  return, 
those  men  and  families  expect  that  America 
will  never  abandon  them,  or  forget  any  who 
failed  to  return  home  from  that  defense. 

Many  of  us  know  the  sacrifices  made  by 
families  of  servicemen.  To  have  a  loved  one 
reported  as  missing-in-action  or  possibly  held 
prisoner  certainly  makes  those  hardships 
more  difficult. 

But  in  this  adversity,  there  is  strength.  Our 
concern,  our  resolve  deepens,  as  we  seek  a 
full  accounting  of  the  2,430  military  and  civil- 
ians (156  of  them  fellow  New  Yorkers)  as  yet 
unaccounted  for  in  Southeast  Asia. 

President  Reagan  has  made  the  POW/MIA 
issue  a  top  priority:  For  this,  he  is  to  be  com- 
mended. Of  Vietnam  he  has  said  that  "we  will 
write  no  last  chapters,  we  will  close  no  books, 
we  will  put  away  no  final  memories,  until  all 
your  questions  about  the  missing  and  possible 
prisoners  of  war  have  been  answered." 
Indeed,  some  of  those  questions  have  finally 
begun  to  be  answered,  especially  during  this 
past  year. 

In  January,  the  highest-level  U.S.  delegation 
ever  to  travel  to  Hanoi,  led  by  Assistant  Sec- 
retary of  Defense  Richard  Armitage,  helped  to 
create  a  2-year  timetable  for  a  final  resolution 
of  the  POW/MIA  along  humanitarian  lines.  A 
few  weeks  thereafter,  a  congressional  delega- 
tion (led  by  fellow  New  York  Congressmen 
Gerald  Solomon  and  Benjamin  Gilman)  re- 
turned from  Hanoi  with  a  number  of  break- 
throughs: the  admission  of  the  possibility  of 
missing  Americans  still  alive  in  Southeast 
Asia;  an  agreement  by  the  Vietnamese  to 
return  14  sets  of  American  remains;  and  an 
agreement  for  continued  negotiations.  In  July, 
another  U.S.  delegation  (which  included  repre- 
sentatives from  the  Pentagon,  Department  of 
State,  the  National  Security  Council,  and  the 
National  League  of  Families)  formalized  our 
commitment  to  resolving  the  issue,  with  prom- 
ises of  expertise  and  equipment  to  aid  in  the 
identification  of  remains. 

After  delays  by  the  Vietnamese,  the  POW/ 
MIA  issue  is  back  on  track.  More  meetings  are 
scheduled  between  our  two  Governments  in 
the  next  month;  the  Vietnamese  have  prom- 
ised "significant  results"  from  their  investiga- 
tions. The  cooperation  is  long  overdue. 

There  is  now  a  united  front  to  a  final  resolu- 
tion of  the  POW/MIA  issue.  All  Americans 
stand  with  the  President  in  his  determination 
to  write  a  last  chapter  for  the  book  on  South- 
east Asia.  We  will  not  give  up  the  quest.  We 
must  receive  the  fullest  accounting  possible  of 
the  more  than  2,400  Americans  who  didn't 
come  home.  Until  then,  we  must  be,  as  in  the 
words  of  the  Marine  Corps  motto,  "Semper  Fi- 
•jelis"— that  is,  "ever  faithful." 
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WOZA  AFRIKAI-A  COLLECTION 
OF  PLAYS  ABOUT  SOUTH 
AFRICA 


HON.  WALTER  E.  FAUNTROY 

OF  THE  DISTRICT  OF  COLUMBIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  19,  1986 
Mr.  FAUNTROY.  Mr.  Speaker,  more  than  30 
South  African  writers  and  actors  will  be  per- 
forming in  Washington,  DC,  from  September 
17  through  October  12  at  the  New  Play- 
wrights' Theatre.  The  WOZA  Africa  Festival  is 
an  unforgetable  experience. 

This  4-week  festival  of  plays  is  written,  di- 
rected and  performed  by  South  African  artists. 
"WOZA  Afrika!,"  as  the  collection  of  plays 
is  called,  will  be  presented  following  its  pres- 
entation at  the  Mitzi  E.  Newhouse  Theatre  at 
Lncoln  Center  in  New  York.  Each  play  in  the 


EXTENSIONS  OF  REMARKS 

festival  will  be  presented  first  in  New  York  for 
1  week  and  then  the  following  week  in  Wash- 
ington. 

"Asinamali!"  by  Mbongeni  Ngema  will  open 
the  festival,  playing  September  17  through  21. 
"Asinamali!"  which  means  "We  have  no 
money!"  is  the  story  of  the  five  black  men 
brought  together  in  a  South  African  prison 
where  they  tell  their  tales  with  music,  dancing, 
laughter  and  joyful  exuberance. 

"Bopha,"  written  and  directed  by  Percy 
Mtwa,  will  be  staged  September  24  through 
28.  The  play  examines  the  paradoxical  char- 
acter of  the  black  policeman  in  South  Africa. 

A  double  bill,  "Children  of  Asazi,"  written 
and  directed  by  Matsemela  Manaka,  and 
"Gangsters,"  written  and  directed  by  Maishe 
Maponya,  will  play  October  1  through  5. 

"Born  in  the  U.S.A.,"  developed  by  director 
Barney  Simon  and  a  seven-member  cast- 
Vanessa    Cooke,    Timmy    Kwebulana,    Neil 
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McCarthy,  Gcina  Mhlophe.  Terry  Norton, 
Thoko  Ntshinga  and  Fiona  Ramsey — during 
an  18-month  workshop,  is  the  final  attraction 
of  the  festival  and  will  play  October  8  through 
12. 

The  five  theatre  companies,  totaling  about 
30  South  African  actors,  directors,  and  play- 
wrights include  the  Market  Theatre,  Commit- 
ted Artists,  Earth  Players,  the  Soyikwa  Cultural 
Center,  and  the  Bahumutsi  Theatre. 

With  the  presentation  of  these  plays,  for  the 
first  time  American  audiences  will  have  an  op- 
portunity to  learn  about  South  Afhcan  life  from 
people  who  came  from  the  townships. 

Each  play  will  be  given  eight  performances, 
Wednesdays  through  Sundays  at  8  p.m.  with 
matinees  at  2  p.m.  on  Thursdays,  Saturdays, 
and  Sundays. 

I  urge  all  Members  to  attend  these  compel- 
ling performances. 
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United  States  , 

-/America  PROCEEDINGS  AND  DEBATES  OF  THE    ^^^"    CONGRESS,  SECOND  SESSION 


SENATE— ^fo/M/ai^  September  22,  1986 

(Legislative  day  of  Monday,  September  15,  1986) 


The  Senate  met  at  12  noon,  on  the 
expiration  of  the  recess,  and  was 
called  to  order  by  the  President  pro 
tempore  CMr.  Thurmond]. 


PRAYER 

The  Chaplain,  the  Reverend  Rich- 
ard C.  Halverson,  D.D.,  offered  the  fol- 
lowing prayer: 

Let  us  pray. 

All  of  us  will  want  to  be  praying  this 
day  for  Shirley  Metzenbaum  in  inten- 
sive care  in  the  hospital  after  a  bike 
accident,  and.  Father,  we  do  commend 
her  and  her  family  to  Your  loving  care 
and  pray  for  her  rapid  and  total  recov- 
ery. We  pray  that  Your  peace  will  rule 
in  the  hearts  of  the  Senator  and  his 
family  at  this  time. 

"O  Lord,  our  Lord,  how  excellent  is 
thy  name  in  all  the  Earth!  Who  hath 
set  thy  glory  above  the  heavens." 
(Psalm  8:1)  "I  will  praise  thee,  O  Lord, 
with  my  whole  heart;  I  will  show  forth 
all  thy  marvelous  works.  I  will  be  glad 
and  rejoice  in  thee:  I  will  sing  praise  to 
thy  name  O  thou  most  high."  (Psalm 
9:1-2)  "Preserve  me  O  God  for  in  thee 
do  I  put  my  trust."  (Psalm  16:1) 

With  the  psalmist  O  Lord,  we  de- 
clare Your  glory— Your  majesty— Your 
worthiness  to  receive  our  worship,  our 
adoration,  our  praise.  With  the  psalm- 
ist, we  acknowledge  our  need  of  You— 
our  dependence  upon  You.  Deliver  us. 
Lord,  from  the  hypocrisy  which  pro- 
fesses to  believe  you  and  lives  as 
though  it  does  not  make  any  dffer- 
ence.  As  the  Senate  enters  this  week 
of  hard  work,  may  they  walk  in  Your 
life,  and  light,  and  love.  In  Jesus' 
name.  Amen. 


RECOGNITION  OF  THE 
MAJORITY  LEADER 

The  PRESIDENT  pro  tempore.  The 
able  and  distinguished  majority 
leader.  Senator  Robert  Dole,  of 
Kansas,  is  recognized. 

Mr.  DOLE.  Mr.  President,  I  thank 
the  distinguished  Presiding  Officer, 
the  President  pro  tempore.  Senator 
Thurmond  of  South  Carolina. 


WELL  WISHES  TO  MRS. 
METZENBAUM 

Mr.  DOLE.  Mr.  President,  first,  I 
join  Chaplain  Halverson  in  sending 
our  every  wish  for  a  complete  and 
speedy  recovery  of  Mrs.  Metzenbaum 
and  our  thoughts  will  be  with  her  and 
Senator  Metzenbaum. 


SCHEDULE 


Mr.  DOLE.  Mr.  President,  under  the 
standing  order,  the  leaders  have  10 
minutes  each,  followed  by  special 
orders  in  behalf  of  Senators  Cochran, 
Proxmire,  Pressler,  and  Chiles  for 
not  to  exceed  5  minutes  each  and  rou- 
tine morning  business  not  to  extend 
beyond  the  hour  of  1  o'clock. 

It  will  be  the  intention  of  the  major- 
ity leader  to  turn  to  the  consideration 
of  the  motion  to  proceed  to  the  prod- 
uct liability  bill  around  1  o'clock.  Roll- 
call  votes  will  not  occur  during  today's 
session,  but  I  hope  there  will  be  a  very 
healthy  discussion  of  the  product  li- 
ability bill  through  the  afternoon. 

Tomorrow  we  hope  to  turn  to  the 
highway  bill,  if  we  can  resolve  .some  of 
the  rather  controversial  differences  on 
the  bill. 

I  still  hope  we  will  be  leaving  here 
on  October  3,  I  think  we  can  do  it,  de- 
pending on  how  quickly  we  can  resolve 
some  of  the  remaining  issues.' 

We  are  waiting  for  the  House  of 
Representatives  to  act  on  the  continu- 
ing resolution.  That  is  a  "must"  issue. 
We  are  waiting  for  a  House-Senate 
conference  on  the  debt  ceiling  exten- 
sion. That  is  a  "must"  issue.  In  fact  it 
may  be  necessary  to  have  a  temporary 
debt  extension  of  4  or  5  days  between 
now  and  October  3. 

We  have  started.  Republicans  and 
Democrats  at  the  staff  level,  to  try  to 
put  together  t  consensus  package  on 
the  drug  enforcement  bill.  I  am  not 
certain,  but  hopefully  we  can  do  that. 

There  are  other  bills,  the  commodity 
futures  trading  bill,  so-called  FIFRA 
bill,  the  Superfiind  conference  report, 
the  tax  conference  report,  which  the 
Senate  must  also  address.  I  may  have 


omitted  one  or  two.  One  matter  that 
may  take  a  day  or  two  will  be  the  im- 
peachment trial  of  Judge  Claiborne.  It 
is  my  understanding  the  special  group 
of  Senators,  the  12  Senators  who  are 
hearing  the  evidence,  should  complete 
their  action  by  tomorrow,  if  not  on 
Wednesday.  We  may  have  the  docu- 
ments in  our  hands  by  Itite  this  week- 
end. 

I  would  guess  there  will  be  a  Satur- 
day session.  So,  I  alert  my  colleagues 
to  be  aware  of  that  if  they  have  other 
plans  they  can  change.  I  am  not  cer- 
tain how  long  the  impeachment  trial 
will  take,  but  I  am  advised  at  least  2 
days. 


THE  PRESIDENTS  SPEECH  AT 
THE  UNITED  NATIONS 

Mr.  DOLE.  Mr.  President,  this  morn- 
ing President  Reagan  addressed  the 
U.N.  General  Assembly,  concentrating 
in  his  remarks  on  the  status  of  our  re- 
lations with  the  Soviet  Union. 

The  President  made  clear  at  the 
outset  of  his  speech,  though,  that  one 
issue,  the  unjustified  arrest  and  indict- 
ment of  journalist  Nicholas  Daniloff, 
has,  to  use  the  President's  words,  "cast 
a  pall  over  our  relations"  with 
Moscow. 

The  President  said,  and  I  could  not 
agree  more,  that  Moscow  will  have  to 
bear  the  responsibility  for  the  conse- 
quences if  Daniloff  is  not  released  un- 
conditionally to  return  to  the  United 
States.  As  far  as  I  am  concerned,  one 
of  the  consequences,  if  the  Russians 
continue  to  stonewall,  should  be  no 
summit,  period.  And  if  that  happens, 
the  blame  is  squarely  on  Mr.  Gorba- 
chev's shoulders. 

I  may  say,  in  this  regard,  I  also  hope 
the  Senate  will  be  able  to  consider  this 
week  the  resolution  on  the  Daniloff 
case  introduced  on  Friday  by  the  dis- 
tinguished Senator  from  New  Hamp- 
shire [Mr.  Humphrey]  and  the  distin- 
guished Senator  from  New  York  [Mr. 
MoYNiHAN]  and  a  number  of  cospon- 
sors,  including  this  Senator. 


This  "bullet"  symbol  identifies  statements  or  insertions  which  are  not  spoken  by  the  Member  on  the  floor. 
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Because  of  one  objection,  we  were 
not  able  to  take  it  up  on  Friday.  But  I 
hope  that  problem  can  be  resolved. 

Getting  beyond  the  Daniloff  situa- 
tion, the  President,  in  his  U.N.  re- 
marks, also  reviewed  the  status  of 
other  major  international  items  on  our 
agenda.  He  indicated  the  newest  re- 
sponse from  Mr.  Gorbachev  on  the 
President's  proposals  in  regard  to  the 
ABM  Treaty  and  SDI  is  being  careful- 
ly studied.  And,  I  think  implicitly  at 
least,  suggested  it  may  offer  some 
-  hope  for  progress  on  that  front.  That 
is  a  critical  issue,  where  we  want  nego- 
tiating progress,  but  where  vital  U.S. 
interests  are  at  stake.  We  will  want  to 
go  over  any  Gorbachev  proposal  with 
a  fine-tooth  comb,  to  ensure  that  our 
interests,  the  U.S.  interests,  are  pre- 
served and  the  maximum  flexibility  is 
retained  in  our  SDI  R&D  effort. 

The  President  also  took  special  note 
of  the  initial  results  from  the  GATT 
meeting.  I  am  pleased  we  have  suc- 
ceeded, finally,  in  getting  agricultural 
subsidies  and  other  vital  items  on  the 
GATT  agenda  where  they  have  clearly 
belonged  for  a  long,  long  time. 

□  1210 

We  were  told  the  GATT  round  may 
last  as  long  as  4  years.  I  am  not  certain 
many  of  America's  farmers  will  be 
around  in  4  years. 

Mr.  President.  I  urge  the  attention 
of  my  colleagues  to  these  elements 
and  to  the  others  in  the  President's 
speech.  As  usual,  as  might  be  expect- 
ed, he  did  an  excellent  job  wrapping 
up  and  selling  America's  case  on  the 
important  international  issues  we  face. 

Mr.  BYRD.  Mr  President,  may  I  ask 
the  distinguished  majority  leader 
about  the  appropriatioris  bills.  There 
are  seven  appropriations  bills  on  the 
calendar  that  have  been  sent  over 
from  the  House.  Six  of  them  have 
been  reported  from  the  Senate  Appro- 
priations Committee  and  placed  on  the 
calendar  in  the  Senate— Commerce, 
Justice,  State,  the  Judiciary;  Energy- 
Water:  Agriculture:  Treasury:  HUD: 
Foreign  Assistance;  and  Defense. 

Why  do  we  not  proceed  to  work  on 
those  six  and  not  wait  on  the  continu- 
ing resolution? 

Mr.  DOLE.  I  would  indicate  that  I 
have  been  advised  by  the  chairman  of 
the  Appropriations  Committee  that  he 
would  rather  not  do  that.  He  has  been 
working  on  the  continuing  resolution, 
and  that,  with  nearly  every  one  of 
those  bills  mentioned,  there  are  rather 
serious  problems  that  would  take  sev- 
eral days.  He  prefers  to  wrap  them 
into  the  continuing  resolution. 

Mr.  BYRD.  Well,  Mr.  President,  sev- 
eral of  these  have  been  on  the  calen- 
dar—legislative, transportation 

Mr.  DOLE.  Legislative  is  done.    , 

Mr.  BYRD.  Yes;  that  is  done. 

Commerce  has  been  on  the  calendar 
since  September  3;  Energy-Water, 
since  September  15;  Agriculture,  since 


September  II;  Treasury,  since  August 
14. 

It  seems  to  me  that  we  are  watching 
the  appropriations  process  atrophy 
and  if  we  continue  in  the  direction  we 
are  going,  we  are  just  going  to  have 
one  big  spending  resolution  every 
year,  one  omnibus  appropriation  bill. 

Here  are  appropriations  bills  on  the 
calendar.  It  seems  to  me.  even  though 
there  are  problems  with  some  of  them, 
and  we  can  fold  them  into  the  continu- 
ing resolution,  the  Senate  at  least 
ought  to  take  up  these  appropriations 
bills,  debate  them,  and  work  its  will 
thereon  before  we  fold  them  into  the 
continuing  resolution. 

It  is  just  a  matter  that  I  think  we 
need  to  think  about,  and  it  is  trou- 
bling. I  know  there  may  be  some  prob- 
lem in  moving  to  them,  but.  neverthe- 
less, it  seems  to  me  we  are  going  to 
have  to  get  back  on  the  track  of  hon- 
oring the  appropriations  process  and 
having  the  Senate  work  its  will  on 
each  appropriation  bill  rather  than 
just  fold  them  all  into  one  big  continu- 
ing resolution. 

What  does  the  distinguisned  majori- 
ty leader  have  in  mind,  if  he  could  say 
at  this  point,  for  Friday  and  Saturday, 
particularly  Saturday?  He  has  indicat- 
ed there  will  be  a  session.  I  do  not  .see 
how  one  can  be  avoided,  for  t'aat. 
matter.  But  it  would  be  helpful  if  *e 
could  have  that  information. 

Mr.  DOLE.  I  guess  it  would  depend 
on  how  fast  the  House  acts  on  the  con- 
tinuing resolution.  We  are  going  to 
move  to  that  as  quickly  as  we  can. 
Hopefully,  the  House  will  make  it 
available  to  us  by  Friday.  If  not,  we 
might  commence  the  impeachment 
trial  on  Friday. 

I  do  not  see  how  we  can  avoid  it. 
Unless  there  is  a  judgment,  we  are  not 
going  to  get  out  of  here  on  the  third. 

But  we  will  need  probably.  I  would 
guess,  2  or  3  days  on  the  drug  legisla- 
tion. Once  we  have  agreed  on  as  much 
of  the  bill  as  we  can,  I  assume  there 
will  still  be  amendments. 

So  I  hope  to  be  in  a  position  to 
advise  the  distinguished  minority 
leader  about  the  schedule  for  tiie  icst 
of  the  week  by  policy  luncheon  time. 

Mr.  BYRD.  Does  not  the  debt  limit 
expire  next  Tuesday? 

Mr.  DOLE.  The  debt  limit  expires,  I 
was  advised  by  the  Treasury  Secretary 
this  morning,  probably  on  the  30th  of 
September.  And  I  am  advised  by  the 
chairman  of  the  Finance  Committee, 
that  as  soon  as  the  tax  reform  confer- 
ence report  is  disposed  of,  he  and  the 
conferees  on  this  side  will  join  Chair- 
man RosTENKOwsKi  and  try  to  work 
out— there  are  26  amendments  added 
to  the  debt  ceiling  here— try  to  work 
out  those  differences.  But  it  will  prob- 
ably be  next  week  before  thay  can  do 
that,  and  that  would  be  about  the 
30th.  That  is  about  the  date  the 
present  debt  ceiling  expires.  Perhaps 


we  will  have  to  have  an  extension  of  2 
or  3  days. 

Mr.  BYRD.  Yes;  that  is  midnight  of 
next  Tuesday,  I  believe,  September  30. 
So  we  have  that  expiration  date  rush- 
ing down  upon  us. 

And,  in  addition  to  that,  of  course, 
we  have  the  beginning  of  the  fiscal 
year  1987  on  the  first  of  October,  and 
the  continuing  resolution  will  be  on 
us.  That  is  on  Wednesday.  So  we  have 
two  deadlines  converging  down  upon 
us. 

I  am  ju.st  trying  to  anticipate  for  our 
colleagues  on  this  side  of  the  aisle 
what  the  Senate  will  be  applying  its 
attentions  to— it  would  seem  to  me 
that  the  continuing  resolution  and  the 
debt  limit,  with  those  expiring  dates 
coming  down  upon  us.  if  the  House 
gets  those  measures  over  here  m  time, 
we  have  no  alternative  but  to  give  our 
attention  to  them. 

Does  the  distinguished  majority 
leader  agree  with  me  in  that  respect? 

Mr.  DOLE.  I  think  most  Members 
are  orobably  expecting  a  Saturday  ses- 
sion We  are  not  doing  it  to  punish 
anyone  'Ve  are  doing  it  because  I 
think  b0i,h  t'  IS  still  believe  there  is  a 
possibility  foi  an  October  3  adjourn- 
ment, with  no  PC  '  "lection  session.  It 
seems  to  nie  thai  >..  .i  be  done  if  we 
really  work  at  it. 

Mr.  BYRD.  I  hup^  the  majority 
leader  and  anyone  else  listening  does 
not  infer  from  what  I  am  saying  that  I 
am  complaining  about  the  possibility 
of  a  Saturday  session. 
Mr.  DOLE.  No.  - 

Mr.  BYRD.  I  just  do  not  see  how  it 
can  be  avoided. 

But  what  I  do  want  to  do,  if  I  can,  in 
this  colloquy  or  in  subsequent  ones,  is 
to  determine,  without  any  peradven- 
ture  of  doubt,  that  we  are  going  to 
have  business  and  we  are  going  to 
have  rollcalls  and  not  because  I  want 
them,  not  because  the  majority  leader 
wants  them,  but  because  we  are  going 
to  be  faced  with  the  calendar  and  the 
continuing  resolution  and  the  debt 
limit.  And  I  assume  that  is  what  the 
majority  leader  is  saying— if  we  are 
going  to  have  to  be  facing  those  this 
weekend,  there  will  be  rollcall  votes. 

Mr.  DOLE.  I  have  been  advised  on 
the  debt  limit,  the  House  has  yet  to 
appoint  conferees.  I  understand  that 
will  happen.  They  would  just  like  to 
move  the  tax  reform  bill  firs'.. 

Obviously,  we  do  not  want  to  stay 
here  on  a  Saturday  just  to  stay  here. 
We  do  not  have  any  desire  to  do  that. 
Mr.  BYRD.  Oh.  no. 
Mr.  DOLE.  But  if  we  are  going  to  be 
here,  there  will  be  business  with  votes 
and  probably  a  long  day. 

Mr.  BYRD.  If  the  Senate  is  going  to 
get  out  on  the  third,  I  do  not  see  any 
way  to  avoid  our  being  here.  That  is 
the  majority  leader's  decision  to  make. 
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Would  the  majority  leader  think 
that  the  House  would  more  likely  send 
over  a  clean  debt  limit? 

Mr.  DOLE.  Well,  as  the  distin- 
guished minority  leader  knows,  they 
do  not  like  to  have  debt  ceiling  amend- 
ments on  the  House  side.  But  there 
are  amendments  on  it,  26  in  all.  They 
may  send  over  a  very  brief  extension, 
maybe  for  a  couple  days,  while  they 
work  out  some  of  the  problems  in  con- 
ference. At  least,  I  am  advised  that 
could  happen. 

Mr.  BYRD.  Could  we,  by  tomorrow, 
hopefully,  be  able  to  tell  our  col- 
leagues more  specifically  what  the 
workload  is  ahead  of  us,  so  that  they 
will  be  fully  aware  what  the  Senate 
faces  before  it  goes  out? 

D  1220 

I  think  we  can  leave  the  Saturday 
business  in  a  kind  of  maybe  in  and 
maybe  out.  If  we  are  in,  we  are  going 
to  have  rollcalls.  By  tomorrow,  hope- 
fully, we  could  determine  what  the 
schedule  is  going  to  be,  even  if  we  do 
not  get  the  debt  limit. 

Mr.  DOLE.  It  would  depend  in  small 
part  on  the  House  acting  on  the  con- 
tinuing resolution.  We  have  completed 
reconciliation  ahead  of  the  House.  I 
think  they  can  do  that  this  week  and 
go  to  conference.  It  is  my  understand- 
ing they  will  take  up  the  continuing 
resolution  on  Thursday.  If  they  can 
finish  the  continuing  resolution  in  1 
day,  we  could  have  it  on  Friday. 

Mr.  BYRD.  I  heard  that  it  would  be 
on  Wednesday. 

Mr.  DOLE.  I  hope  it  is  Wednesday. 
That  would  mean  the  Senate  would  re- 
ceive it  sometime  Thursday  afternoon. 
We  are  prepared  to  move  on  the  con- 
tinuing resolution  as  soon  as  it  arrives. 
In  the  interim,  we  are  prepared  to  do 
the  highway  bill. 

I  am  perfectly  willing  to  do  other  ap- 
propriations bills  if  the  chairman 
would  make  that  recommendation.  As 
I  understand,  there  are  holds  on  some 
of  these  bills.  We  are  faced  with  fili- 
busters on  at  least  two  or  three  of 
them.  A  couple  of  them  have  not  come 
over  from  the  House. 

We  will  advise  everyone  as  soon  as 
we  can,  so  they  can  make  plans  for 
Saturday. 

Mr.  BYRD.  I  have  found  in  my  expe- 
rience that,  once  the  decision  is  made 
to  go  with  the  bill,  some  of  the  Sena- 
tors with  holds  on  such  bills  come  to 
the  realization  that  they  are  going  to 
have  to  get  their  amendments  ready 
and  get  ready  to  act.  I  would  just  hope 
that  we  would  not  let  ourselves  drift 
further  into  a  pattern  of  just  folding 
everything  into  a  continuing  resolu- 
tion and  not  having  acted  on  appro- 
priations bills.  It  seems  to  me  the  Ap- 
propriations Committee  has,  to  a  con- 
siderable extent,  wasted  its  time.  I  am 
a  member  of  the  Appropriations  Com- 
mittee. I  know  the  members  of  the 
subcommittees  have  certainly  worked 


hard  to  get  the  bills  to  the  floor.  I 
would  like  to  see  us  start  acting  on  ap- 
propriations bills  once  again  like  we 
used  to. 

I  wtis  told  by  a  member  of  the  panel 
on  the  trial  of  Mr.  Claiborne  that  the 
panel  would  probably  complete  its 
action  today. 

If  that  is  the  case,  and  it  may  or  may 
not  be  the  case 

Mr.  DOLE.  We  have  had  word  this 
morning  from  Senator  Mathias  that  it 
might  be  tomorrow. 

Mr.  BYRD.  I  thank  the  distin- 
guished majority  leader  for  his  pa- 
tience. I  will  work  with  him  in  at- 
tempting to  determine  as  best  we  can 
what  the  schedule  will  be  in  the  next 
few  days  so  that  Senators  will  be  fully 
alerted  that  we  are  going  to  have 
active  days.  There  is  no  question  but 
that  the  work  is  there.  If  we  really 
mean  business  about  getting  out  on 
the  third,  if  Senators  know  in  their 
own  minds  what  is  ahead,  they  will 
plan  for  it. 

I  thank  the  distinguished  majority 
leader. 

Mr.  President,  I  suppose  I  have  con- 
sumed my  time  and  that  of  the  majori- 
ty leader.  Have  I  any  time  left? 

The  PRESIDENT  pro  tempore.  All 
leadership  time  has  been  used. 

Mr.  BYRD.  I  thank  the  Chair. 


RECOGNITION  OF  SENATOR 
COCHRAN 

The  PRESIDENT  pro  tempore. 
Under  the  previous  order,  the  Senator 
from  Mississippi  [Mr.  Cochran]  is  rec- 
ognized for  not  to  exceed  5  minutes. 


GRAIN  MARKETING  ACT  OF  1986 

Mr.  COCHRAN.  Mr.  President, 
today  I  am  introducing  the  Grain  Mar- 
keting Act  of  1986,  which  is  a  bill  di- 
recting the  Secretary  of  Agriculture  to 
implement  a  Marketing  Loan  Program 
for  wheat,  feed  grains,  and  soybeans. 

It  is  absolutely  essential  that  we 
regain  the  export  markets  for  agricul- 
ture which  have  been  lost  in  recent 
years. 

The  Marketing  Loan  Program  was 
authorized  in  the  Food  Security  Act  of 
1985,  and  it  has  proven  to  be  very  ef- 
fective in  increasing  exports  of  cotton 
and  rice.  Even  though  the  Secretary  of 
Agriculture  has  the  authority  to  im- 
plement the  Marketing  Loan  Program 
for  wheat,  feed  grains,  and  soybeans  as 
well,  he  has  not  utilized  that  author- 
ity. 

One  of  the  leading  contributors  to 
the  depressed  condition  of  farms  in 
America  is  the  loss  of  export  markets 
for  our  agricultural  commodities.  A 
strong  production  agriculture  is  an  es- 
sential source  of  wealth  and  strength 
for  America  and  our  goal  should  be  to 
maximize  this  contribution  to  the  Na- 
tion's economy.  This  objective  requires 
U.S.    agriculture   to   be   an   effective 


competitor  in  world  agricultural  trade, 
not  merely  the  supplier  of  commod- 
ities for  domestic  consumption. 

Congress  included  several  provisions 
in  the  Food  Security  Act  of  1985 
which  can  be  effective  in  achieving  our 
goal  of  a  strong  production  agricultur- 
al industry,  one  of  which  is  referred  to 
as  the  Marketing  Loan  Program. 

This  program  was  made  mandatory 
for  rice  and  cotton  and  has  proven 
very  successful.  I  compliment  the  Sec- 
retary of  Agriculture  for  his  earnest 
and  constructive  efforts  to  implement 
this  new  program  in  a  way  that  allows 
it  to  work  effectively. 

The  rice  industry  provides  a  good  ex- 
ample of  how  the  Marketing  Loan 
Program  can  increase  exports. 

U.S.  exports  of  rice  fell  from  3  mil- 
lion metric  tons  in  1981  to  1.8  million 
in  1985.  The  inflexible  price  support 
program  in  the  1981  farm  bill  was 
credited  for  this  decline  because  it  al- 
lowed competing  countries  to  easily 
and  accurately  set  their  prices  to  in- 
crease their  share  of  world  trade.  The 
United  States  was  forced  to  continue 
using  large  acreage  reduction  pro- 
grams while  foreign  acreage  increased. 

The  result  was  that  U.S.  exports  of 
rice  fell  1.2  million  metric  tons  while 
Thailand  rice  exports  increased  from 
2.7  million  tons  in  1980  to  4  million 
metric  tons  in  1985.  But  then  the  Mar- 
keting Loan  Program  was  implement- 
ed in  March  of  1986.  We  have  seen  a 
positive  series  of  results,  the  most  dra- 
matic of  which  includes  these:  First, 
forfeitures  of  the  1985  crop  are  cur- 
rently expected  to  be  only  10  million 
cwt  compared  to  the  28  million  cwt 
predicted  by  USDA  in  June  1986; 
second,  during  May  and  June  more 
than  11  million  cwt  of  1984  rice  have 
been  purchased  from  CCC  through 
the  use  of  generic  certificates;  third, 
CCC  has  lowered  its  projection  of 
"owned  stocks  "  by  50  percent;  fourth, 
USDA  now  expects  1986-87  exports  to 
increase  by  45  percent  compared  to 
1985-86;  fifth,  as  of  July  17,  1986,  total 
outstanding  sales  reported  for  ship- 
ment next  marketing  year  are  up  162 
percent;  and,  sixth,  one  of  the  major 
rice  processing  companies  has  fully  ac- 
tivated all  of  their  processing  plants, 
increasing  employment  by  250  people. 

The  cotton  industry  is  seeing  more 
impressive  improvement  from  use  of 
the  Marketing  Loan  Progam.  In  the 
first  2  months  of  operation,  specific 
examples  of  positive  results  include; 
First.  USDA  projecting  a  300-percent 
increase?  in  total  exports  for  the  1986- 
87  marketing  year;  second,  U.S.  textile 
mills  are  pro.'ected  to  increase  con- 
sumption by  500,000  bales  over  last 
year;  and,  third,  carryover  stocks  are 
likely  to  be  reduced  by  at  least  a 
fourth  this  year. 

All  of  this  activity  can  be  attributed 
to  use  of  the  Marketing  Loan  Program 
which  allows  U.S.  cotton  to  effectively 
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compete  with  any  country  on  an  equal 
basis  regardless  of  their  pricing 
system. 

While  all  commodities  are  not  likely 
to  experience  the  same  rate  of  export 
response,  due  to  differing  worldwide 
conditions,  I  believe  positive  impacts 
are  achievable  for  the  wheat,  feed 
grains,  and  soybean  industries  because 
the  Marketing  Loan  Program  allows 
the  United  States  the  flexibility  to 
match  competing  countries'  pricing 
policies. 

The  cost  of  regaining  lost  export 
markets  must  be  weighed  against  the 
benefits  generated  in  terms  of  stability 
to  the  national  economy  in  general, 
and  the  agricliltural  economy  in  par- 
ticular. Furthermore,  the  cost  of  any 
market  enhancement  program  will 
depend  on  the  price  at  which  commod- 
ities are  traded  in  world  markets. 
Since  implementation  of  the  Market- 
ing Loan  Program  for  rice  and  cotton, 
we  are  begiruiing  to  see  an  increase  in 
the  world  price.  As  competing  coun- 
tries assess  the  risk  of  marketing  in- 
creased levels  of  production  under  con- 
ditions of  greater  price  uncertainty,  we 
will  see  a  reduction  in  their  acreage. 

For  the  first  time  ever  it  is  not  the 
U.S.  farmer  that  is  cutting  back  pro- 
duction, Mr.  President;  foreign  produc- 
ers are  beginning  to  reduce  their  pro- 
duction to  bring  total  world  demand  in 
line  with  total  world  supply. 

There  are  two  consequences  which 
result:  First,  the  United  States  will 
regain  its  fair  share  of  world  trade, 
and  second,  as  total  world  surplus  is 
brought  more  in  line  with  total  world 
demand,  commodity  prices  will  in- 
crease and  reduce  the  cost  of  the  pro- 
gram. 

D  1230 

Agriculture  is  lagging  behind  other 
segments  of  our  economy  and  addi- 
tional measures  are  necessary  to  re- 
store this  industry's  economic  stabili- 
ty. I  believe  the  most  effective  action 
available  to  us  today  is  implementa- 
tion of  a  Mai  keting  Loan  Program  for 
all  the  major  program  commodities. 

Mr.  President,  I  urge  my  colleagues 
to  support  this  bill  as  our  best  hope 
for  restoring  prosperity  on  the  farms 
of  the  United  States. 

Mr.  President,  I  ask  unanimous  con- 
sent that  there  be  printed  at  this  point 
in  the  Record  a  letter  dated  August  27 
to  the  President  of  the  United  States, 
signed  by  the  American  Soybean  Asso- 
ciation, the  National  Association  of 
Wheat  Growers,  the  National  Corn 
Growers  Association,  the  National 
Sunflower  Association,  the  National 
Cotton  Council,  and  the  Rice  Millers 
Association,  all  of  which  indicate  sup- 
port for  the  Marketing  Loan  Program. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 


National  Corn 
Growers  Association. 
Washington.  DC,  August  27,  1986. 
The  President, 
The  White  House, 
Washington,  DC. 

Dear  Mr.  President:  The  economic 
trauma  gripping  American  agriculture  con- 
tinues. Despite  concerted  efforts  in  the 
Pood  Security  Act  of  1985  and  in  more 
recent  administration  initiatives,  govern- 
ment-held wheat,  feedgrain  and  soybean 
stocks  are  rapidly  building  to  record  levels 
as  agricultural  export  sales  continue  to 
slide.  This  dangerous  trend  is  clearly  illus- 
trated in  recent  announcements  of  agricul- 
tural imports  exceeding  agricultural  exports 
for  a  second  consecutive  month.  The  United 
States  recorded  its  first  agricultural  trade 
deficit  in  more  than  20  years.  To  further 
stress  the  seriousness  of  this  situation,  on 
August  12.  1986.  com  stocks  as  of  August  31, 
1986.  were  projected  at  more  than  4.0  billion 
bushels,  soybean  stocks  were  estimated  at 
525  million  bushels,  and  wheat  supplies  are 
placed  at  approximately  2.0  billion  bushels. 
In  addition.  USDA  is  anticipating  large  har- 
vests of  corn  and  soybeans  as  well  as  other 
feedgrains  this  fall— all  at  a  time  when  com- 
mercial and  on-farm  storage  capacity  is 
overflowing  and  the  U.S.  share  of  world 
crop  trade  has  shrunk  from  80  percent  in 
1979-80  to  an  estimated  40  percent  in  1985- 
86. 

Under  recent  agricultural  and  trade  poli- 
cies, wheat,  feedgrains  and  soybeans,  as  well 
as  other  oilseeds,  such  as  cottonseed  and 
sunflower  seed,  have  each  experienced  a  sig- 
nificant loss  of  total  world  trade  as  well  as  a 
loss  of  world  market  share.  These  stagger- 
ing losses  are  best  expressed  as  follows: 

Feedgrains— While  world  trade  has  re- 
mained relatively  steady,  U.S.  share  has 
dropped  from  a  high  of  72  percent  in  1979- 
80  to  45  percent  this  year. 

Soybeans— World  trade  has  remained  rela- 
tively stable,  but  U.S.  share  dropped  from 
over  60  percent  in  1982-82  to  approximately 
40  percent  last  year  before  recovering  some- 
what. 

Wheat— In  addition  to  reductions  in  total 
world  trade  in  1985-86.  the  U.S.  share  has 
declined  from  roughly  50  percent  of  the 
market  in  1981-82  to  less  than  30  percent  in 
1985-86. 

Oilseeds— While  world  trade  grew  by  25 
percent  between  1979/80  and  1985/86.  the 
U.S.  share  fell  from  14  percent  to  less  than 
5  percent,  cutting  our  exports  of  seed,  oil, 
and  meal  in  half. 

Cotton  and  rice  producers  in  the  United 
States  have  faced  a  similar  export  crisis. 
However,  through  the  implementation  of  a 
"marketing  loan"  program  in  the  1985  Farm 
Bill,  the  Nation's  cotton  and  rice  producers 
are  enjoying  an  explosive  increase  in  pro- 
jected exports  of  300  and  50  percent  respec- 
tively. Under  the  elastic  demand  mechanism 
of  the  marketing  loan,  the  U.S.  cotton  and 
rice  are  again  price  competitive  in  the  world 
marketplace  and  these  industries  are  regain- 
ing world  market  share  while  reducing  sur- 
plus stocks  with  equally  positive  domestic 
t>enefits.  In  addition,  the  marketing  loan 
concept  is  a  more  effective  allocation  of  gov- 
ernment resources  and  is  the  first  step 
toward  a  more  market-oriented  farm  policy. 

The  undersigned  commodity  organizi*'ons 
believe  it  is  time  for  a  bold  agricultural 
trade  policy  based  on  "demand  manage- 
ment." Specifically,  it  is  time  to  drastically 
reduce  the  floor  under  our  competitor's 
price  levels  which  have  been  maintained  by 
U.S.  loan  rates.  For  too  long.  U.S.  agricul- 


tural policy  has  encouraged,  if  not  support- 
ed, surplus  production  throughout  the 
world  by  sending  false  price  signals.  As  you 
know,  the  1985  Farm  Bill  provides  the  au- 
thority for  subsequent  annual  reductions  In 
the  statutory  loan  rate;  unfortunately,  we 
simply  do  not  have  the  luxury  of  time  to  an- 
nually reduce  loan  rates.  Should  a  demand 
management  mechanism  not  be  implement- 
ed, fixed  U.S.  loan  rates  will  continue  to  re- 
flect U.S.  export  prices  and  will  continue  to 
be  undercut  by  foreign  competitors. 

Given  these  economic  realities,  we  would 
strongly  urge  you,  while  maintaining  nonre- 
course loan  programs,  to  immediately  imple- 
ment a  marketing  loan  and/or  a  marketing 
incentive  program  utilizing  commodity  cer- 
tificates for  U.S.  wheat,  feedgrain  and  soy- 
bean producers  as  authorized  in  the  Food 
Security  Act  of  1985.  The  marketing  loan 
option,  which  is  currently  operating  very  ef- 
fectively for  rice  and  cotton,  would  provide 
the  appropriate  market  elasticity  of  demand 
for  export  pricing  as  well  as  price  equitabi- 
lity  for  domestic  consumers  in  the  1986-87 
feedgrain  and  soybean  programs  and  the 
1987-88  wheat  program. 

In  addition,  lower  prices  for  major  grains 
and  soybeans  have  resulted  in  sharply  re- 
duced exports  and  farm  prices  for  oilseeds, 
including  sunflower  and  cottonseed.  Unless 
this  trend  is  arrested,  the  competitiveness  of 
these  oilseeds  with  program  crops  and  for- 
eign exports  could  well  be  eliminated  in  the 
near  future.  In  order  to  preserve  needed  di- 
versity in  U.S.  agricultural  production,  we 
believe  oilseed  crops  require  a  program  com- 
bining price  support  with  whatever  export- 
competitive  mechanism  may  be  adopted  for 
soybeans  for  the  1986  and  1987  crops. 

As  with  a  marketing  loan,  a  marketing  in- 
centive program  would  offer  several  advan- 
tages over  the  rigid  loan  program  currently 
in  place  for  U.S.  grains  and  soybeans.  In  ad- 
dition, both  the  marketing  loan  and  the 
marketing  incentive  program  would  protect 
farmers'  income  while  providing  a  competi- 
tive advantage  to  U.S.  farm  exports  to  meet 
the  volatile  economic  trends  in  world  trade. 
Over  time,  these  policies  would  alleviate  the 
critical  shortage  of  storage  space  and  offer 
potentially  significant  savings  in  reduced 
government  costs  associated  with  loan  dis- 
bursements, forfeitures  and  subsequent 
storage  of  commodities  under  the  present 
agricultural  policy.  Moreover,  under  the 
market  incentive  option,  the  federal  govern- 
ment could  offer  certificates  to  producers 
who  agree  not  to  exercise  their  right  to 
place  commodities  under  the  price  support 
loan  program,  or  redeem  commodities  under 
loan  at  the  original  loan  rate.  Should  a  mar- 
keting loan  or  marketing  incentive  program 
not  be  immediately  implemented  and  vigor- 
ously applied,  then  the  current  staggering 
commodity  surplus  crisis  and  U.S.  and  agri- 
cultural trade  deficit  problems  will  not  only 
continue,  but  will  increasingly  become  a  per- 
manent feature  of  our  agricultural  land- 
scape. 

Demand  management  through  a  market- 
ing loan  or  marketing  incentive  concept  is 
not  the  only  answer  to  the  difficulties 
plaguing  American  agriculture— but  it  is  an 
absolutely  essential  first  step. 

Action  should  likewise  be  taken  to  fully 
utilize  P.L.  480  and  other  food  assistance 
programs  to  stimulate  economic  growth  in 
developing  countries  and  to  build  new  mar- 
kets for  U.S.  farm  exports,  including  value- 
added  agricultural  products.  We  would 
greatly  appreciate  and  welcome  a  meeting 
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with  you  to  discuss  in  greater  detail  the  spe- 
cifics of  our  farm  policy  proposals. 
Sincerely, 
David  Haggard.  President.  American 
Soybean  Assn.;  Bud  Leuthold,  Presi- 
dent, National  Assn.  of  Wheat  Grow- 
ers; Dain  Friend,  President,  National 
Com  Growers  Assn.;  Lloyd  Cline, 
President,  National  Cotton  Council; 
Larry  Kleingartner,  Executive  Direc- 
tor. National  Sunflower  Assn.;  J.  Ste- 
phen Gabbert,  Executive  Vice  Presi- 
dent. Rice  Millers'  Association. 

Mr.  COCHRAN.  Mr.  President,  I  ask 
unanimous  consent  that  a  section-by- 
section  analysis  of  the  bill,  a  descrip- 
tion of  the  major  features  of  the  act, 
and  a  copy  of  the  bill,  be  printed  in 
the  Record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Section-by-Section  Analysis 
Section  2  amends  the  Agricultural  Act  of 
1949  to  mandate  the  loan  and  purchase  rate 
for  the  1986  and  1987  soybean  crops  be  set 
at  $5.02. 

Section  3  amends  the  Agricultural  Act  of 
1949  to  mandate  implementation  of  a  "Mar- 
keting Loan  Program"  for  Wheat  (crop 
years  1987  through  1990),  Feed  Grains  and 
Soybeans  (crop  years  1986  through  1990) 
with  an  established  minimum  loan  repay- 
ment rate  (50%  in  1986  and  1987.  60%  in 
1988,  and  70%  in  1989  and  1990). 

Section  4  amends  the  Agricultural  Act  of 
1949  to  mandate  the  use  of  the  "Loan  Defi- 
ciency" payment  for  production  otherwise 
eligible  for  a  nonrecourse  loan  for  Wheat, 
Feed  Grains,  Cotton,  Rice,  and  Soybeans. 

Major  Features  of  the  Act 

Directs  the  Secretary  of  Agriculture  to  es- 
tablish the  loan  and  purchase  rate  for  1986 
and  1987  crop  soybeans  at  $5.02  per  bushel. 

Directs  the  Secretary  of  Agriculture  to  im- 
plement a  Marketing  Loan  Program  for 
Wheat.  Peed  Grains,  and  Soybeans. 

The  Marketing  Loan  Payment  for  Wheat 
will  be  for  the  1987  through  1990  crop  years: 
Feed  Grains  and  Soybeans  for  the  1986 
through  1990  crop  years. 

Upon  implementation  of  a  Marketing 
Loan  Program,  establishes  a  minimum  loan 
repayment  level.  These  minitnum  levels  are 
consistent  with  the  current  Rice  Program 
(50%  of  loan  rate  in  1986  and  1987,  60%  of 
loan  rate  in  1988,  and  70%  of  loan  rate  in 
1989  and  1990). 

Directs  the  Secretary  of  Agriculture  to  im- 
plement a  Loan  Deficiency  payment  provi- 
sion for  all  commodities  for  production  oth- 
erwise eligible  for  a  nonrecourse  loan. 

S.  2847 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    States    of 
ATnerica  in  Congress  assembled, 

SECTION  1.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "Grain  Mar- 
keting Act  of  1986". 

SEC.  2.  support  prices  FOR  SOYBEANS. 

Effective  only  for  each  of  the  1986 
through  1990  crops  of  soybeans,  section 
201(i)  of  the  Agricultural  Act  of  1949  (7 
U.S.C.  1446(i))  is  amended— 

(1)  by  striking  out  paragraph  (2);  and 

(2)  by  redesignating  paragraph  (3)  as 
paragraph  (2). 


SEC.  3.  .MARKETING  LOANS. 

(a)  Wheat.— Effective  only  for  the  1987 
through  1990  crpos  of  wheat,  section 
107D(a)(5)  of  the  Agricultural  Act  of  1949  (7 
U.S.C.  1445b-3(a)(5))  is  amended— 

(1)  by  striking  out  subparagraph  (A)  and 
inserting  in  lieu  thereof  the  following  new 
subparagraph: 

"(A)  The  Secretary  shall  permit  a  produc- 
er to  repay  a  loan  made  under  paragraph  ( 1 ) 
for  a  crop  at  a  level  that  is  the  lesser  of— 

"(i)  the  loan  level  determined  for  such 
crop;  or 

"(ii)  the  higher  of— 

"(1)  the  loan  level  determined  for  such 
crop  multiplied  by  50  percent  for  the  1987 
crop,  60  percent  for  the  1988  crop,  and  70 
percent  for  each  of  the  1989  and  1990  crops; 
or 

"(ID  the  prevailing  world  market  price  for 
wheat,  as  determined  by  the  Secretary.": 
and 

(2)  in  subparagraph  (B).  by  striking  out 
"If  the  Secretary  permits  a  producer  to 
repay  a  loan  in  accordance  with  subpara- 
graph (A),  the"  and  inserting  in  lieu  thereof 
"The". 

(b)  Feed  Grains.— Effective  only  for  the 
1986  through  1990  crops  of  feed  grains,  sec- 
tion 105C(a)(4)  of  such  Act  (7  U.S.C. 
1444e(a)(4))  is  amended— 

(1)  by  striking  out  subparagraph  (A)  and 
inserting  in  lieu  thereof  the  following  new 
subparagraph: 

"(A)  The  Secretary  shall  permit  a  produc- 
er to  repay  a  loan  made  under  paragraph  ( 1 ) 
or  (6)  for  a  crop  at  a  level  that  is  the  lesser 

of-      , 

"(i)  the  loan  level  determined  for  such 
crop:  or 

"(ii)  the  higher  of— 

"(I)  the  loan  level  determined  for  such 
crop  multiplied  by  50  percent  for  the  1986 
and  1987  crops.  60  percent  for  the  1988  crop, 
and  70  percent  for  each  of  the  1989  and 
1990  crops:  or 

"(II)  the  prevailing  world  market  price  for 
feed  grains,  as  determined  by  the  Secre- 
tary."; and 

(2)  in  subparagraph  (B),  by  striking  out 
"If  the  Secretary  permits  a  producer  to 
repay  a  loan  in  accordance  with  subpara- 
graph (A),  the"  and  inserting  in  lieu  thereof 
"The". 

(c)  Soybeans.— Effective  only  for  the  1986 
through  1990  crops  of  soybeans,  section 
201(i)(2)  of  such  Act  (as  redesignated  by  sec- 
tion 2(4)  of  this  Act)  is  further  amended— 

(1)  by  striking  out  subparagraph  (A)  and 
inserting  in  lieu  thereof  the  following  new 
subparagraph: 

"(A)  The  Secretary  shall  permit  a  produc- 
er to  repay  a  loan  maule  under  this  subsec- 
tion for  a  crop  at  a  level  that  is  the  lesser 
of- 

"(i)  the  loan  level  determined  for  such 
crop:  or 

"(ii)  the  higher  of— 

"(I)  the  loan  level  determined  for  such 
crop  multiplied  by  50  percent  for  each  of 
the  1986  and  1987  crops,  60  percent  for  the 

1988  crop,  and  70  percent  for  each  of  the 

1989  and  1990  crops:  or 

"(II)  the  prevailing  world  market  price  for 
soybeans,  as  determined  by  the  Secretary.": 

(2)  in  subparagraph  (B),  by  striking  out 
"If  the  Secretary  makes  the  determination 
described  in  subparagraph  (A),  the"  and  in- 
serting in  lieu  thereof  "The":  and 

(3)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subparagraph: 

"(C)  Whenever  a  producer  is  permitted  to 
repay  a  loan  for  a  crop  of  soybeans  under 
this  subsection  at  a  level  that  is  less  than 


the  full  amount  of  the  loan,  the  Secretary 
shall  support  the  price  of  each  oilseed  at 
such  level  as  the  Secretary  determines  will 
cause  the  oilseed  to  compete  on  equal  terms 
on  the  market.". 

SEC.  4.  LOAN  DEFICIENCY  PAYMENTS. 

(a)  Wheat.— Effective  only  for  the  1987 
through  1990  crops  of  wheat,  section 
107D(b)  of  the  Agricultural  Act  of  1949  (7 
U.S.C.  1445b-3(b))  is  amended— 

(1)  in  paragraph  (1),  by  striking  out 
"may  and  inserting  in  lieu  thereof  "shall": 

(2)  by  striking  out  paragraph  (3);  and 

(3)  by  redesignating  paragraph  (4)  as 
paragraph  (3). 

(b)  Feed  Grains.— Effective  only  for  the 
1986  through  1990  crops  of  feed  grains,  sec- 
tion 105C(b)  of  such  Act  (7  U.S.C.  1444e<b)) 
is  amended— 

(1)  in  paragraph  (1),  by  striking  out 
"may"  and  inserting  in  lieu  thereof  "shall": 

(2)  by  striking  out  paragraph  (3):  and 

(3)  by  redesignating  paragraph  (4)  as 
paragraph  (3). 

(c)  Cotton.— Effective  only  for  the  1986 
through  1990  crops  of  upland  cotton,  sec- 
tion 103A(b)  of  such  Act  (7  U.S.C.  1444-l(b)) 
is  amended— 

(1)  in  paragraph  (1).  by  striking  out 
"may"  and  inserting  in  lieu  thereof  "shall": 

(2)  by  striking  out  paragraph  (3):  and 

(3)  by  redesignating  paragraph  (4)  as 
paragraph  (3). 

(d)  Rice.— Effective  only  for  the  1986 
through  1990  crops  of  rice,  section  lOlA(b) 
of  such  Act  (7  U.S.C.  1441-l(b))  is  amend- 
ed- 

(1)  in  paragraph  (1),  by  striking  out 
"may"  and  inserting  in  lieu  thereof  "shall": 

(2)  by  striking  out  paragraph  (3); 

(3)  by  redesignating  paragraphs  (4)  and 
(5)  as  paragraphs  (3)  and  (4).  respectively; 
and 

(4)  in  paragraph  (4)  (as  so  redesignated), 
by  striking  out  "shall '  and  inserting  in  lieu 
thereof  "may". 

(e)  Soybeans.— Effective  only  for  the  1986 
through  1990  crops  of  soybeans,  section 
201(i)  of  such  Act  (7  U.S.C.  1444e(i))  (as 
amended  by  sections  2(4)  and  3(c)  of  this 
Act)  is  further  amended  by  inserting  after 
paragraph  (2)  the  following  new  paragraph: 

■(3)(A)  The  Secretary  shall,  for  each  of 
the  1986  through  1990  crops  of  soybeans, 
make  payments  available  to  producers  who. 
although  eligible  to  obtain  a  loan  or  pur- 
chase agreement  under  paragraph  ( 1 ).  agree 
to  forgo  obtaining  such  loan  or  agreement 
in  return  for  such  payments. 

"(B)  A  payment  under  this  paragraph 
shall  be  computed  by  multiplying— 

"(i)  the  loan  payment  rate;  by 

"(ii)  the  quantity  of  soybeans  the  produc- 
er is  eligible  to  place  under  loan. 

"(C)  For  purposes  of  this  paragraph,  the 
loan  payment  rate  shall  be  the  amount  by 
which— 

"(i)  the  loan  level  determined  for  such 
crop  under  paragraph  (1):  exceeds 

"(ii)  the  level  at  which  a  loan  may  be 
repaid  under  paragraph  (2).". 

Mr.  COCHRAN.  I  might  add  that  co- 
sponsors  are  the  Senator  from  South 
Dakota  [Mr.  Abdnor],  the  Senator 
from  Iowa  [Mr.  Grassley],  and  the 
Senator  from  Arkansas  [Mr.  Pryor]. 
•  Mr.  PRYOR.  Mr.  President,  today,  I 
am  again  joining  with  my  colleagues 
to  introduce  legislation  that  is  de- 
signed to  help  American  farmers.  Sen- 
ator Cochran  and  I  have  been  strong 
advocates  of  the  marketing  loan  con- 
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cept  since  we  first  proposed  it  last 
year.  We  have  been  pleased  that  the 
marketing  loan  programs  for  rice  and 
cotton  have  proven  so  successful  and 
are  working  for  the  benefit  of  these 
two  industries.  Farmers  are  now  being 
encouraged  to  produce  for  sales,  not 
for  forfeiture  and  storage. 

Senator  Bumpers  and  I  have  recent- 
ly introduced  two  separate  bills  that, 
among  other  things,  would  also  extend 
the  marketing  loan  to  soybeans  and  all 
other  major  program  crops.  Both 
those  bills  offer  greater  prospects  for 
our  farmers  in  that  they  stabilize  and 
define  Government's  support  to  our 
producers  while  at  the  same  time  al- 
lowing their  commodities  once  again 
to  be  price  competitive  in  the  market- 
place. 

American  agriculture  is  still  in  the 
throes  of  a  depression.  While  other 
segments  of  our  economy  have  shown 
recovery,  we  still  see  agriculture  at 
record  lows. 

Congress  spent  over  11  months  last 
year  in  debating  provisions  for  a  new 
farm  bill.  On  December  23,  1985,  Presi- 
dent Reagan  signed  the  Food  and  Se- 
curity Act  of  1985  into  law  giving  pro- 
ducers a  new  hope  in  their  struggle  for 
survival.  In  my  opinion,  this  new  farm 
bill  does  have  some  benefits  for  our 
farmers.  However,  I  think  we  should 
also  be  realistic  and  candidly  admit 
some  parts  are  not  working  and  don't 
offer  much  hope  for  working  in  the 
future. 

Therefore,  I  think  we  should,  for  the 
benefit  of  our  farmers,  make  necessary 
midstream  adjustments. 

For  that  reason,  Mr.  President,  I  am 
once  again  joining  with  Senator  Coch- 
ran in  a  bipartisan  effort  to  refine  and 
improve  our  farm  programs.  If  ever 
there  was  a  time  for  a  united  approach 
to  a  problem,  it  is  now.  We  have  only  a 
limited  time  in  which  to  act  before  we 
adjourn  this  session  of  Congress.  This 
is  not  a  problem  we  can  save  until  Jan- 
uary. If  we  try  to  do  so,  it  will  be  at 
the  expense  of  thousands  of  American 
farmers  who  just  will  not  be  able  to 
hang  on  any  longer. 

Senator  Cochran  and  I  strongly  be- 
lieve the  expansion  of  the  marketing 
loan  to  other  commodities  offers  the 
most  effective  and  efficient  solution  to 
the  agricultural  crisis.  It  has  certainly 
already  proven  itself  for  rice  and 
cotton. 

In  the  long  run,  the  marketing  loan 
concept  offers  a  better,  more  efficient 
use  of  taxpayer  dollars  by  forcing 
world  agriculture  to  deal  with  the  re- 
alities of  a  competitive  supply-demand 
situation.  America  needs  a  strong 
viable  profitable  agriculture. 

Mr.  President,  I  hope  this  Senate 
understands  the  urgency  in  addressing 
agriculture's  situation  and  that  we  can 
pass  legislation  before  our  adjourn- 
ment that  mandates  the  extension  of 
the  marketing  loan  to  other  commod- 
ities. I  had  hoped  the  Secretary  of  Ag- 


riculture would  see  the  urgency  of  this 
situation  and  use  his  discretionary  au- 
thority to  implement  these  programs. 

This  legislation  offers  us  the  perfect 
opportunity  to  enact  a  farm  program 
which  encourages  redemption  and 
sales— not  forfeiture  and  storage.* 


RECOGNITION  OF  SENATOR 
PROXMIRE 

The  PRESIDENT  pro  tempore. 
Under  the  previous  order,  the  Senator 
from  Wisconsin  [Mr.  Proxmire]  is  rec- 
ognized for  not  to  exceed  5  minutes. 

Mr.  PROXMIRE.  I  thank  the  Chair. 


WHY  SHOULD  WE  ACCEPT  BIG 
SUPERPOWER  NUKE  ARSENALS 
AS  PERMANENT? 

Mr.  PROXMIRE.  Mr.  President„the 
latest  arms  control  proposals  by  the 
United  States  sound  impressive.  Our 
country  calls  for  an  overall  reduction 
of  strategic  nuclear  warheads  down  to 
7,500  by  both  superpowers. 

The  Soviet  Union  has  responded 
with  a  proposal  to  cut  back  to  8,000 
strategic  nuclear  warheads  on  both 
sides.  The  superpowers  seem  to  be 
moving  toward  20-  to  25-percent  cut- 
back. By  itself,  that  sounds  significant. 
Some  would  argue  that  much  more 
significant  is  the  fact  that  this  would 
bring  the  two  armed-to-the-teeth  ni'- 
clear  powers  together  in  an  agreement 
to  begin  for  the  first  time  an  actual  re- 
duction in  their  mammoth  nuclear  ar- 
senals. I  disagree.  Why  is  that  not 
good  news— in  fact— great  good  news 
for  peace?  Why  cannot  this  mark  the 
beginning  of  a  process  that  can  even- 
tually end  the  terribly  dangerous  and 
cruelly  burdensome  nuclear  arms  race? 

Mr.  President,  these  nuclear  reduc- 
tion proposals  constitute  a  meaning- 
less minuet.  The  grim  fact  is  that  this 
is  a  propaganda  numbers  game.  Con- 
sider: How  many  Soviet  strategic  war- 
heads would  have  to  strike  American 
cities  to  destroy  this  country  as  an  or- 
ganized society?  Answer:  According  to 
our  most  prestigious  scientific  organi- 
zation, the  American  Academy  of  Sci- 
ence, the  answer  is  not  the  10.000  we 
and  the  Soviets  each  have.  It  is  not 
the  8,000  the  Soviets  have  proposed  as 
their  new  limit.  It  is  not  even  a  goal  of 
1,000  that  would  reduce  superpower 
nuclear  arsenals  by  90  percent.  How 
many  strategic  nuclear  warheads 
would  it  take  to  destroy  this  country? 
The  National  Academy  of  Science  tells 
us  just  100— that  is  right.  100— or  a 
bare  1  percent  of  the  Soviet's  present 
strategic  nuclear  arsenal  would  finish 
this  country  and  1  percent  of  the 
present  United  States  arsenal  of  10.000 
nuclear  warheads  would  finish  the 
Soviet  Union. 

Now  let  us  become  truly  optimistic. 
Let  us  assume  that  the  current  palaver 
between  the  United  States  and  the  So- 
viets   on    reducing    nuclear    arsenals 


really  starts  something.  Why  could 
this  not  begin  a  process  that  would 
eventually  reduce  both  arsenals  some 
day  below  the  100  level— or  even  make 
them  disappear  eventually?  The 
answer  is  that  neither  superpower  will 
reduce  its  nuclear  arsenal  below  the 
level  that  it  considers  necessary  to 
deter  the  attack  of  the  other  side. 

And  now,  let  this  arms  control  advo- 
cate shock  you,  Mr.  President.  In  the 
judgment  of  this  Senator,  neither  su- 
perpower should  reduce  its  deterrent 
below  the  level  that  would  give  that 
deterrence  full  credibility.  Let  us  not 
kid  ourselves,  Mr.  President.  There 
has  been  one  reason  and  only  one 
reason  there  has  been  a  superpower 
peace  for  the  past  40  years.  It  has  not 
been  because  the  Soviet  leaders  have 
become  Mahatma  Gandhis  or  Mother 
Teresas.  It  has  not  been  because  the 
Soviet  Union  has  looked  on  Americans 
as  peaceloving  doves.  The  Soviet 
Union  has  been  now  and  continues  to 
be  run  by  leaders  who  still  espouse  the 
old  Marxist  theory  that  communism 
should  rule  the  world  and  by  force  and 
violence,  if  necessary. 

So  why  have  we  not  had  a  superpow- 
er war?  Because  the  Soviet  leaders 
know  that  in  this  nuclear  age,  with 
these  appalling  arsenals,  both  sides 
fully  understand  that  a  nuclear  war 
would  leave  an  entire  world  in  ashes— 
with  civilization  gone  and  very  possi- 
bly mankind  pershing  from  the  face  of 
the  Earth. 

The  superpowers  dance  in  this  arms 
reduction  minuet.  Both  strive  for 
propaganda  advantage  at  home  and 
abroad.  But  neither  side  should  pre- 
tend that  it  means  more  than  that. 
The  most  constructive  and  prudent 
action  the  superpowers  can  take  is  to 
recognize  that  we  are  in  this  nuclear 
world  forever.  We  should  not  use  arms 
control  to  pretend  that  we  intend  to 
abolish  nuclear  arms.  We  cannot  do 
that.  We  will  not  do  that.  If  we  some- 
how accomplished  this  end  to  nuclear 
arms,  we  would  soon  suffer  a  devastat- 
ingly  destructive  conventional  war. 

We  should  use  arms  control  to  nego- 
tiate the  most  stable  and  permanent 
balance  of  nuclear  forces  on  both  sides 
that  we  can.  We  should  agree  to  the 
Test  Ban  Treaty— to  stop  the  destabi- 
lizing technological  nuclear  arms  race. 
We  should  agree  that  both  sides  will 
gradually  shift  their  arsenals  into  the 
least  vulnerable  mode  and  we  should 
abide  by  and  build  on  our  ABM  Treaty 
that  is  designed  to  prevent  a  defensive 
nuclear  arms  race  and  the  SALT  II 
Treaty  that  would,  if  extended,  stop 
an  offensive  arms  race.  We  should, 
above  all,  build  on  the  Nuclear  Test 
Treaty  limitations  to  stop  nuclear 
weapons  testing  and  to  end  the  nucle- 
ar technology  arms  race.  We  should 
neither  try  to  advance  our  nuclear 
arms  nor  abolish  them.  We  should  use 
what  we  have  to  continue  the  success 
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of  the  last  40  years.  That  is  to  contin- 
ue to  live  in  nuclear  peace. 


MYTH  OF  THE  DAY 

Mr.  PROXMIRE.  Mr.  President,  my 
myth  of  the  day  is  that  better  health, 
better  jobs,  and  a  longer  life  expectan- 
cy have  resulted  in  a  declining  per- 
centage of  workers  taking  early  retire- 
ment. 

The  actual  situation  is  that  the 
labor  force  participation  rates  for 
older  men  has  been  declining  sharply 
over  the  past  25  years. 

In  1970,  more  than  four  out  of  five 
males  age  60  or  61  were  in  the  labor 
force.  By  1985,  only  two  out  of  three 
American  males  either  held  a  job  or 
were  seeking  one.  The  decline  is  even 
more  striking  for  males  between  the 
ages  of  62  and  64.  While  more  than 
two-thirds  of  the  males  in  that  age 
bracket  were  in  the  labor  force  in 
1970,  only  46  percent  were  attached  to 
labor  markets  in  1985. 

While  the  decline  has  been  less  pro- 
nounced, the  same  general  pattern 
holds  for  men  in  their  fifties. 

In  the  case  of  the  labor  participation 
rate  of  older  women,  any  increase  in 
early  retirement  from  long-held  jobs  is 
basically  offset  by  the  flood  of  women 
entering  the  labor  market. 

On  average,  a  man  who  turns  65  in 
1983  could  expect  to  live  another  15 
years.  That  is  about  2'/2  years  longer 
than  his  1940  counterpart.  A  woman 
turning  65  in  1983  could  expect  to  live 
to  age  84  or  about  5'/2  years  longer 
than  her  1940  counterpart.  Clearly, 
the  increase  in  life  expectancy  and  the 
decline  in  labor  force  participation 
means  the  amount  of  time  spent  in  re- 
tirement is  increasing  dramatically  in 
our  society. 

Why  are  people  choosing  to  retire 
early? 

First  of  all,  health  problems  are  cer- 
tainly not  one  of  the  reasons.  The  pro- 
portion of  men  age  55  and  over  who 
cited  health  or  disability  as  the  reason 
for  not  working  has  dropped  sharply 
since  1973. 

I  believe  one  of  the  major  factors  in- 
ducing people  to  retire  earlier  and  ear- 
lier is  the  increased  coverage  of  work- 
ers under  pension  plans  which  permit 
retirement  younger  than  65  with  little 
or  no  reduction  in  benefits. 

A  growing  number  of  firms  have 
found  it  advantageous  to  offer  early 
retirement  to  their  employees.  In  addi- 
tion, withdrawal  of  funds  from  tax-de- 
ferred accounts  such  as  IRA's, 
Keoughs,  and  401(k)'s  can  begin  at  age 
59  Vz. 

The  current  Federal  law  which  per- 
mits the  cessation  of  the  accrual  of 
pension  benefits  for  an  employee  after 
the  age  of  65  obviously  acts  to  discour- 
age older  workers  from  continuing  in 
employment. 

With  workers  retiring  earlier  and 
the  general  aging  of  our  population. 


our  society  will  have  to  monitor  care- 
fully both  public  and  private  pension 
plans  to  guarantee  their  fairness  and 
solvency. 

Mr.  President,  I  suggest  the  absence 
of  a  quorum. 

The  PRESIDENT  pro  tempore.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 
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Mr.  PRESSLER.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER  (Mr. 
Warner).  Without  objection,  it  is  so 
ordered. 


RECOGNITION  OF  SENATOR 
PRESSLER 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
South  Dakota  [Mr.  Pressler]  is  recog- 
nized for  not  to  exceed  5  minutes. 


CREATING  A  "D "  RATING  FOR 
MOVIES  GLAMORIZING  DRUG 
USE 

Mr.  PRESSLER.  Mr.  President,  ap- 
proximately 54  percent  of  our  children 
in  the  12-  to  17-age  group  go  to  the 
movies  at  least  once  a  month— 84  per- 
cent go  at  least  twice  a  year.  The  mes- 
sages portrayed  in  these  movies  exert 
enormous  influence  on  our  youth  who 
are  just  beginning  to  formulate  values 
and  ideals  which  directly  affect  their 
thinking  for  many  years. 

One  of  the  messages  we  see  more 
and  more  frequently  in  today's  movies 
is  the  casual  and  often  glamorous  por- 
trayal of  illegal  drug  use.  This  sends  a 
very  mixed  signal  to  the  youth  of  our 
country.  For  some  time,  children  have 
been  taught  of  the  dangers  of  illegal 
drug  use— in  classrooms,  churches,  and 
at  home.  However,  during  their  leisure 
time  at  the  movies  they  may  see  drug 
use  depicted  in  a  different  light. 

For  this  reason,  today  I  am  introduc- 
ing a  sense-of-the-Senate  resolution 
calling  on  the  Motion  Picture  Associa- 
tion of  America  [MPAA]  to  adopt, 
within  its  current  rating  system,  a  sub- 
category "D,  "  for  movies  which  clearly 
depict  drug  use  in  a  benign  or  favor- 
able light.  I  am  also  introducing  this 
resolution  in  amendment  form  and 
will  offer  it  as  an  amendment  to  the 
omnibus  antidrug  legislation  the 
Senate  soon  will  be  considering.  This 
legislation  is  endorsed  by  the  National 
Association  of  Secondary  School  Prin- 
cipals and  the  National  Parent  Teach- 
er Association  [PTA]. 

In  November  1968,  the  Motion  Pic- 
ture Association  of  America,  together 
with  the  National  Association  of  Thea- 
ter Owners  [NATO]  and  the  Interna- 
tional Film  Importers  and  Distributors 
of  America  [IFIDA],  voluntarily  im- 
plemented   their    own    movie    rating 


system.  This  provided  concerned  par- 
ents with  advance  warning  that  some 
of  the  subject  matter  in  particular 
films  may  not  be  suitable  for  children. 
This  bold  step  recognized  the  need  to 
preserve  the  creative  freedom  of 
movie-makers  while  providing  parents 
with  a  forewarning  of  the  content.  Ac- 
cording to  the  Motion  Picture  Associa- 
tion, nationwide  scientific  polls  have 
consistently  reported  that  parents  find 
the  ratings  useful  in  helping  them 
make  decisions  about  the  movies  their 
children  wish  to  see. 

Ratings  are  determined  by  a  seven- 
member  ratings  board  located  in  Cali- 
fornia. The  boards  criteria  include: 
theme,  language,  nudity,  sex,  and  vio- 
lence. Parents  have  no  way  of  knowing 
how  a  movie  depicts  drug  use,  or 
whether  this  subject  matter  is  includ- 
ed at  all.  It  would  be  extremely  help- 
ful to  parents  who  are  already  fighting 
the  influence  of  peer  pressure  on  their 
children  to  know  if  a  movie  portrays 
drug  use  in  a  glamorous  manner. 

This  resolution  does  not  punish  film- 
makers for  the  subject  matter  they 
choose  for  their  films.  On  the  con- 
trary, the  movie  industry,  and  in  par- 
ticular the  Motion  Picture  Association, 
should  be  commended  for  its  volun- 
tary creation  of  the  rating  system 
nearly  18  years  ago.  The  movie  indus- 
try accepted  voluntary  ratings  primar- 
ily to  provide  parents  with  the  oppor- 
tunity to  make  an  informed  decision. 
In  so  doing,  they  protected  the  rights 
of  movie  makers  to  create  any  type  of 
movie  they  see  fit,  and  made  it  clear 
that  the  ultimate  responsibility  rests 
on  the  parents,  not  the  industry.  This 
resolution  simply  asks  for  a  slight  ex- 
pansion of  the  current  rating  system. 
By  taking  this  small  step,  the  motion 
picture  industry  could  become  one  of 
the  private  sector  leaders  in  the  war 
on  drugs. 

I  urge  my  colleagues  on  both  sides  of 
the  aisle  to  join  me  in  sponsoring  this 
resolution.  Mr.  President,  the  Motion 
Picture  Association  of  America  has  al- 
ready demonstrated  its  ability  and 
willingness  to  respond  to  the  needs  of 
parents  by  implementing  its  over- 
whelmingly popular  rating  system 
over  38  years  ago.  We  need  the  coop- 
eration and  support  of  this  influential 
industry  to  successfully  fight  the  war 
on  drugs. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  text  of  my  resolution  be 
printed  in  the  Record. 

There  being  no  objection,  the  resolu- 
tion was  ordered  to  be  printed  in  the 
Record,  as  follows: 
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(To  express  the  sense  of  the  Senate  that  the 
Motion  Picture  Association  of  America  in- 
corporate a  subcategory  in  the  voluntary 
movie  rating  system  to  identify  clearly 
films  which  depict  drug  use  in  a  benign  or 
favorable  light,  and  give  a  D"  rating  to- 
movies  that  so  depict  drug  use  so  that  par- 
ents can  make  an  informed  choice  about 
the  movies  their  children  attend) 

Whereas  the  use  of  illicit  drugs  has  bcome 
a  societal  problem  of  epidemic  proportions: 

Whereas  it  is  in  the  interest  of  all  citizens 
to  contribute  to  the  reduction  of  drug  use, 
paticularly  among  youth: 

Whereas  the  entertainment  industry,  par- 
ticularly the  motion  picture  industry's  pro- 
duction of  youth-oriented  films,  often  de- 
picts drug  use  in  a  benign,  even  glamorous 
way: 

Whereas  the  motion  picture  industry  has 
a  profound  impact  on  societal  norms  and  is 
a  powerful  medium  which  exerts  great  in- 
fluence on  the  values  of  youth:  and 

Whereas  the  motion  picture  industry  has 
recognized  the  need  to  inform  parents  about 
the  content  of  movies  regarding  violence, 
theme,  sex.  language,  and  nudity:  and  there- 
fore currently  employs  a  voluntary  rating 
system: 

Now.  therefore  be  it 

Resolved,  That  it  is  the  sense  of  the 
Senate  that  the  Motion  Picture  Association 
of  America  incorporate  a  subcategory  in  its 
voluntary  movie  rating  system  to  identify 
clearly  films  which  depict  drug  use  in  a 
benign  or  favorable  light,  and  give  a  'D" 
rating  to  movies  that  so  depict  drug  use,  in 
order  that  parents  can  make  an  informed 
choice  about  the  movies  their  children 
attend. 


AGRICULTURAL  MARKETING 

Mr.  PRESSLER.  Mr.  President,  this 
past  weekend  I  had  the  opportunity  to 
visit  rural  areas  of  my  State  along 
with  the  majority  leader  of  the  U.S. 
Senate,  Senator  Dole.  We  had  meet- 
ings with  farmers  and  ranchers,  along 
with  other  South  Dakota  officials. 
The  chief  thought  expressed  to  me  by 
farmers  and  ranchers  was  the  need  to 
find  more  innovative  ways  of  market- 
ing agricultural  products.  The  market- 
ing of  products— domestically  and 
internationally— is  a  challenge  that  we 
face. 

It  seems  our  farmers  and  ranchers 
realize  that  in  the  long  run  we  cannot 
depend  upon  subsidies  and  farm  pro- 
grams, although  certainly  during  the 
transition  period,  these  are  important. 
We  have  to  find  ways,  for  example,  to 
market  more  milk.  There  presently  is 
little  incentive  for  the  marketing  as- 
pects of  milk  because  the  Government 
buys  any  surplus,  so  the  wholesalers 
and  the  milk  processors  have  really  no 
incentive  for  market  development. 

Media  reports  have  also  had  a  great 
impact  on  the  red  meat  industry. 
There  has  been  much  said  about  the 
impact  of  beef  on  cholesterol  levels. 
The  fact  is  that  lean  beef  actually  has 
less  cholesterol  in  it  than  chichen  or 
pork.  That  is  not  well  known.  We  need 
to  get  out  these  facts. 


Internationally,  we  must  recognize 
that  some  of  our  greatest  competitors 
are  in  the  Common  Market.  There  is 
need  for  a  treaty  or  an  agreement  with 
the  Common  Market  on  some  type  of 
production  control.  If  we  have  produc- 
tion control  in  the  United  States,  it 
will  merely  benefit  European  produc- 
ers. Canadian  producers,  and  Argen- 
tine producers. 

If  just  our  country  enters  into  pro- 
duction controls,  other  countries  will 
benefit  and  produce  more.  We  are 
living  in  a  very  curious  world  in  terms 
of  food  production.  The  Western  de- 
mocracies are  producing  surpluses  and 
have  enormous  surpluses.  It  is  going  to 
cost  us  a  great  deal  to  store  the  up- 
coming surplus  of  wheat  and  feed 
grains. 

There  are  countries  in  the  world 
where  there  are  many  hungry  people, 
but  it  is  extremely  difficult  to  get  the 
food  to  them.  It  is  a  transportation 
problem,  much  more  so  than  the  avail- 
ability of  food.  Indeed,  there  may  be 
free  food  available,  but  frequently  it 
rots  on  the  docks.  So  we  have  this 
irony. 
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Also,  modern  technology  regarding 
agriculture  has  brought  us  to  a  time 
when  India  can  export  food.  China  is 
exporting  food.  Our  leading  competi- 
tors are  some  of  our  closest  allies. 

We  have  a  balance-of -trade  problem 
for  the  first  time,  and  it  is  largely  be- 
cause of  a  decline  in  agricultural  ex- 
ports. 

As  I  visited  farmers  and  ranchers  in 
my  State  this  weekend,  one  of  the 
things  they  said  was  that  if  we  are  to 
have  production  controls.  Canada,  Ar- 
gentina, and  Australia  should  have 
controls.  They  ask  if  there  could  be  an 
agricultural  agreement  similar  to 
GATT. 

It  may  sound  far  afield,  but  the 
Common  Market  countries  are  having 
the  same  problems  we  are,  as  are  the 
farmers  of  Canada,  Australia,  and  Ar- 
gentina. An  agreement  is  something 
for  us  to  pursue. 

Also,  they  emphasize  that  we  should 
make  every  effort  to  develop  the  mar- 
kets of  small-  and  medium-sized  coun- 
tries. 

Between  our  budget  deficit  and  our 
trade  deficit,  we  are  in  for  hard  times. 
We  may  have  to  lower  our  standard  of 
living  in  the  United  States,  and  that  is 
a  grim  bit  of  medicine.  Unless  we  can 
reduce  the  budgetary  deficit  and  the 
trade  deficit.  I  feel  that  we  are  in  for  a 
very  difficult  5  to  10  years. 

Mr.  President,  with  that,  I  conclude 
my  statement,  and  I  suggest  the  ab- 
sence of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 


D  1300 

Mr.  DANFORTH.  Mr.  President.  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER  (Mr. 
Gorton).  Without  objection,  it  is  so 
ordered. 


ROUTINE  MORNING  BUSINESS 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  there  will  now  be  a 
period  for  the  transaction  of  routine 
morning  business  not  to  extend 
beyond  the  hour  of  1  p.m.  with  state- 
ments therein  limited  to  5  minutes 
each. 


CONCLUSION  OF  MORNING 
BUSINESS 

The  PRESIDING  OFFICER.  Is 
there  further  morning  business.  If  not. 
morning  business  is  closed. 


THE  PRODUCT  LIABILITY 
REFORM  ACT 

The  PRESIDING  OFFICER.  The 
clerk  will  report  the  pending  business. 
The  legislative  clerk  read  as  follows: 
The  motion  to  proceed  to  the  consider- 
ation of  S.  2760.  a  bill  to  regulate  interstate 
commerce  by  providing  for  a  uniform  prod- 
uct liability  law,  and  other  purposes. 

The  PRESIDING  OFFICER.  Who 
seeks  recognition? 

Mr.  DANFORTH.  Mr.  President  as  I 
understand  it.  the  question  is  the 
motion  to  proceed  to  the  product  li- 
ability bill. 

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 

Mr.  DANFORTH.  That  is  debatable? 

The  PRESIDING  OFFICER.  That 
motion  is  debatable. 

Mr.  DANFORTH.  Mr.  President.  I 
am  at  a  loss  for  words.  I  obviously 
would  like  to  see  the  Senate  proceed 
to  this  bill.  I  think  that  we  have  done 
good  work  in  the  Commerce  Commit- 
tee. We  have  certainly  spent  a  lot  of 
time  on  this  issue,  and  I  am  prepared 
to  move  forward  with  the  motion  to 
proceed  and  then  with  the  bill  itself. 

I  know  that  some  Senators  have 
been  working  on  some  amendments  to 
the  bill,  and  I  would  be  very  happy  to 
work  with  Senators  on  their  sugges- 
tions to  improve  the  legislation. 

So  I  am  here  on  the  floor  waiting  to 
do  business. 

The  PRESIDING  OFFICER.  The 
Senator  from  South  Carolina. 

Mr.  HOLLINGS.  Mr.  President,  I  ask 
unanimous  consent  that  this  not  be 
considered  my  second  speech. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  HOLLINGS.  I  thank  the  distin- 
guished chairman  of  our  committee. 

Mr.  President,  with  respect  to  prod- 
uct liability,  it  is  very  interesting  that 
some  of  the  major  participants  in  the 
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Challenger  disaster  consideration  by 
Congress  are  right  here  and  present 
and,  therefore,  all  three  of  us  are  able 
to  discuss  it  with  a  speaking  knowl- 
edge. 

At  the  time  of  the  Challenger  disas- 
ter, which  I  consider  a  foremost  prod- 
uct liability  case,  and  I  have  several 
others,  the  very  reason  that  we  do  not 
want  to  proceed  at  this  particular  time 
to  this  measure— and  obviously  they 
are  going  to  proceed  if  they  insist  and 
this  Senator  does  not  mean  to  stand 
day  in  and  day  out  just  to  prevent  it- 
is  that  I  am  trying  to  get  full  consider- 
ation of  the  bill.  We  never  had  a  com- 
prehensive hearing  on  this  issue.  We 
have  had  changes  here,  and  another 
separate  limitation  bill,  pain  and  suf- 
fering, and  then  another  bill  on  settle- 
ment disposals  and  another  measure 
that  came  forward. 

D  1310 

There  have  been  so  many  measures 
and  not  once  really  has  there  been 
comprehensive  treatment  or  consider- 
ation for  the  measure  itself— so-called 
tort  reform.  And  this  is  only  consist- 
ing, if  you  please,  Mr.  President,  of  a 
very,  very  limited  part  of  the  funda- 
mental responsibility  of  the  States 
which,  over  the  past  200  years  in  their 
treatment  of  the  common  law  and 
their  own  statutory  provisions,  have 
generally  done  a  very,  very  good  job. 

And  what  happens  when  you  do  not 
have  a  comprehensive  approach  to  it  is 
exactly  what  is  happening  here. 

In  the  New  York  Times  this  morn- 
ing, the  headline  reads:  "NASA  Had 
Solution  to  Key  Flaw  in  Rocket  When 
Shuttle  Exploded."  I  ask  unanimous 
consent  that  the  full  article  be  printed 
in  the  Record. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

NASA  Had  Solution  to  Key  F^aw  In 

Rocket  When  Shuttle  Exploded 

(By  William  J.  Broad) 

The  key  solution  proposed  by  the  space 
agency  to  the  problem  that  caused  the 
Challenger  explosion  was  devised  years 
before  the  disaster  and  was  being  systemati- 
cally applied  to  the  entire  space  shuttle 
fleet,  interviews,  documents  and  testimony 
show. 

The  record  shows  longstanding  worry 
about  seals  on  the  shuttle  and  application 
of  an  innovative  remedy  to  generations  of 
booster  rockets.  It  also  shows  why  the  solu- 
tion was  unavailable  for  the  Challenger 
flight  of  Jan.  28.  in  which  a  leaky  booster 
seal  touched  off  an  explosion  that  destroyed 
the  craft  and  killed  its  seven  astronauts. 

To  critics,  this  new  history  suggests  du- 
plicity on  the  part  of  the  National  Aeronau- 
tics and  Space  Administration:  While  pub- 
licly declaring  the  shuttle  safe  to  fly.  these 
critics  say,  NASA  officials  knew  the  flaw 
was  grave  and  had  quietly  embarked  on  a 
major  program  to  fix  it. 

denial  from  NASA 

NASA  officials  vigorously  deny  this 
charge,  insisting  they  were  unaware  of  the 
seriousness  of  the   flaw  and  were  simply 


trying  to  increase  the  booster's  margin  of 
safety. 

No  matter  what  prompted  past  action,  the 
fact  that  NASA  has  almost  five  years  of  ex- 
perience with  the  remedy  explains  how  the 
agency  was  able  to  propose  a  $300  million 
seal  redesign,  unveiled  Aug.  12,  as  fast  as  it 
did.  Both  critics  and  NASA  officials  agree 
that  the  space  agency  is  now  following  the 
basic  course  it  set  for  itself  long  before  the 
Challenger  disaster. 

The  key  element  of  the  redesign  was  in- 
vented in  1981  to  lock  seals  tightly  In  place 
by  latching  down  an  element  of  the  joint. 
This  capture  feature  was  applied  to  the 
design  of  booster  rockets  in  1982  and  again 
in  1985. 

In  July  1985,  amid  growing  fears  of  seal 
failure,  NASA  officials  ordered  72  new  steel 
cases  so  they  could  Install  capture  features 
In  boosters  already  in  use.  These  new  cases 
were  in  production  at  the  time  of  the  Chal- 
lenger disaster  and  today  they  are  the  basis 
for  the  creation  of  improved  boosters. 

This  history,  gleaned  from  dozens  of 
Interviews,  hundreds  of  newly  released  doc- 
uments and  thousands  of  pages  of  testimo- 
ny, much  of  It  originally  kept  secret,  Is 
sharply  at  odds  with  information  previously 
made  public.  It  had  been  thought  that 
NASA  officials  were  concerned  about  the 
booster  seals  before  the  Challenger  disaster 
and  were  searching  for  a  way  to  fix  them.  In 
fact  "the  solution,"  as  NASA  engineers 
called  the  capture  feature,  was  already 
being  systematically  If  slowly  applied. 

The  Presidential  commission  that  investi- 
gated the  Challenger  disaster  steered  away 
from  this  history  and  the  issues  it  raises. 
Among  them  are:  Who  knew  replacement 
casings  had  been  ordered?  Did  officials  who 
knew  about  these  casings  press  to  continue 
flights?  Why  was  the  new  design  being  ap- 
plied slowly? 

The  commission's  chairman,  former  Secre- 
tary of  State  William  P.  Rogers,  said  the 
panel  should  deal  only  with  events  leading 
directly  to  the  disaster.  But  others  are  in- 
vestigating deeply  in  other  directions. 

Representative  James  H.  Scheuer,  for  in- 
stance, sits  on  a  Congressional  committee 
that  recently  reviewed  the  Rogers  commis- 
sion's findings  and  held  hearings  on  the  dis- 
aster. "It's  remarkable  how  much  NASA 
knew  and  how  little  they  did  about  it,"  said 
Mr.  Scheuer.  a  Queens  Democrat.  "There 
was  no  sense  of  urgency.  There  was  no  order 
or  direction  that  went  out.  There  was  no 
mobilization  of  forces." 

Richard  C.  Cook,  a  former  NASA  budget 
analyst  who  warned  in  1985  that  problems 
with  the  shuttle's  booster  joints  might  lead 
to  a  catastrophe,  said:  "The  capture  feature 
was  to  be  the  solution.  It  was  clearly  a  big 
step.  But  it  was  happening  very  slowly. " 

"The  engineers  knew  about  the  big  fix, " 
he  said,  but  until  it  was  carried  out,  "they 
held  their  breath  every  time  the  shuttle 
took  off." 

John  E.  Pike,  director  of  space  policy  at 
the  Federation  of  American  Scientists, 
called  the  situation  at  NASA  "shocking. " 

"They  were  clearly  covering  up  the  magni- 
tude of  the  problem. "  Mr.  Pike  said.  "It 
raises  the  question  of  who  knew  what  when. 
It's  one  thing  to  say  this  was  a  dinky  little 
problem  that  a  few  engineers  worried  about, 
and  another  to  embark  on  a  major  redesign 
of  the  system." 

The  fact  that  the  space  agency  applied 
the  "solution"  as  early  as  1982  and  again  In 
1985  will  affect  litigation  over  the  Challeng- 
er disaster,  according  to  a  lawyer  represent- 
ing Cheryl  McNalr,  widow  of  Dr.  Ronald  E. 
McNair,  one  of  the  Challenger  astronauts. 


"Why  fix  the  booster  if  it  wasn't  broken?" 
asked  Ronald  D.  Krist.  a  Houston  lawyer 
who  has  filed  suit  in  Texas  In  behalf  of  Mrs. 
McNalr. 

"It  makes  the  fact  that  they  forced  this 
launch  all  the  more  reprehensible,"  Mr. 
Krist  said.  "It  shows  a  conscious  Indiffer- 
ence to  the  welfare  and  safety  of  the  astro- 
nauts. Rather  than  postpone  a  launch,  they 
pressed  ahead." 

Mrs.  McNair  has  sued  the  booster  maker. 
In  addition.  Jane  Smith,  widow  of  the  Chal- 
lenger's pilot.  Comdr.  Michael  J.  Smith  of 
the  Navy,  has  filed  an  administrative  claim 
against  the  Government. 

In  defending  past  actions,  NASA  officials 
Insist  the  depth  of  the  booster  problem  was 
unknown  before  the  Challenger  disaster. 
Casing  design  improvements,  they  assert, 
were  part  of  a  wide-ranging  effort  to  make 
all  flight  equipment  as  safe  as  possible. 

"Enhancement  of  that  joint  was  just  one 
several  things  we  were  working  on."  said 
James  E.  Kingsbury,  director  of  science  and 
engineering  at  the  Marshall  Space  Plight 
Center  In  Huntsvllle,  Ala.,  which  has  re- 
sponsibility for  design  of  the  booster  rocket. 
"No  one  recognized  the  weakness  it  con- 
tained." 

Thomas  L.  Moser,  deputy  associate  admin- 
istrator (management)  for  space  flight  at 
NASA  headquarters  in  Washington,  agreed. 
"In  fairness  I  don't  think  you  can  say  NASA 
was  flying  with  a  system  it  regarded  as  inad- 
equate," he  said.  "The  design  was  seen  as 
marginal  but  adequate.  It's  just  tnat  there 
was  an  opportunity  to  Increase  the  margin 
of  safety." 

HISTORY  OF  JOINT  IS  A  COMPLEX  ONE 

The  history  of  the  capture  feature  begins 
in  1974  when  the  Thiokol  Corporation,  now 
part  of  Morton  Thiokol  Inc..  won  the  con- 
tract to  design  and  build  the  shuttle's  solid- 
fueled  booster  rockets.  They  were  to  be  12 
feet  in  diameter  and  149  feet  long.  For  ease 
of  assembly,  the  boosters  were  built  in 
parts,  including  four  steel-walled,  27-foot- 
long  fuel  segments.  These  were  cast  in  Utah 
and  shipped  to  Florida,  where  they  were 
bolted  to  one  another  with  177  steel  pins  at 
each  seam.  For  strength  at  each  joint,  a 
three-inch  tongue  from  one  steel  case  fit 
snugly  Into  a  corresponding  groove  on  the 
next,  locking  the  segments  tightly  together. 
Or  that  was  the  plan. 

In  testing  in  1977,  the  joint  was  found  to 
be  seriously  flawed.  As  the  rocket  ignited, 
explosive  pressures  puffed  out  its  half-inch 
steel  walls.  At  the  same  time,  the  joint, 
where  metal  was  thicker,  resisted  this 
motion.  The  result  was  a  slight  shift  or  rota- 
tion of  tongue  and  groove  In  relation  to 
each  other,  creating  a  gap  between  them. 
The  design  calleJ  for  this  gap  to  be  filled  by 
two  rubbery  O  rings  meant  to  prevent  gases 
burning  at  5,900  degrees  Fahrenheit  from 
leaking  out  the  rocket.  The  wider  the  gap 
the  greater  the  danger  and  the  joint  would 
not  seal. 

The  discovery  of  the  rotation  prompted  a 
series  of  memorandums  at  Thiokol  in  Utah 
and  Marshall  in  Alabama.  The  existing 
tongue-and-groove  joint  was  nonetheless 
deemed  safe  enough  to  fly.  Tests  showed 
that  at  least  one  of  the  O  rings  would  hold 
in  each  joint.  And  they  did,  with  few  prob- 
lems, in  the  first  few  shuttle  flights. 

Soon,  however,  two  design  changes  to  Im- 
prove booster  casing  made  joint  rotation 
worse. 

In  April  1981.  as  the  first  shuttle  flew  into 
orbit.  NASA  engineers  were  planning  two 
new   generations  of   booster   rockets.   The 
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first  was  to  have  lightweight  steel  cases  so 
shuttles  could  tarry  heavier  payloads  into 
space,  making  the  winged  spaceships  more 
cost-competitive.  Shaving  a  few  hundredths 
of  an  inch  of  steel  from  casings  would  light- 
en them  by  4.000  pounds,  or  about  4  per- 
cent. 

The  second  generation  of  casings  was  to 
replace  steel  altogether  with  lightweight 
carbon  filaments  and  epoxy  resins.  These 
filament  casings  were  viewed  as  critical  for 
im(>ending  flights  from  Vandenberg  Air 
Force  Base.  Calif.,  where  shuttles  would  be 
sent  southward  into  a  polar  orbit  more  diffi- 
cult to  achieve  than  the  more  equatorial 
orbit  flown  by  shuttles  launched  from  Ken- 
nedy. Vandenberg  shuttles  had  to  be  as 
light  as  possible:  filament  casings  made  each 
booster  33.000  pounds  lighter. 

But  both  new  casings  were  more  elastic 
than  the  old  ones,  and  their  walls  ballooned 
even  more  on  rocket  ignition,  increasing 
joint  rotation. 

We  worried  about  the  lightweight  steel 
case."  said  Kenneth  W.  Jones,  a  Marshall 
booster  engineer.  It  aggravated  the  rota- 
tion. And  the  filament  would  aggravate  it 
even  more.  So  we  were  looking  for  a  way  to 
reduce  it."  Alternatives  for  the  lightweight 
steel  casings  were  limited  because  it  was 
simply  a  pared-down  version  of  the  old  one. 
No  fundamental  change  could  easily  be 
made  in  its  joint.  So  attention  focused  in- 
stead on  the  filament  casing  and  its  joint, 
which  were  altogether  new. 

ANOTHER  COMPANY  ENTERS  THE  PICTURE 

In  1981.  engineers  from  Marshall  dis- 
cussed the  rotation  problem  with  represent- 
atives of  the  aerospace  division  of  Hercules 
Inc..  in  Murray.  Utah,  and  Thiokol.  the  two 
companies  seeking  the  contract  for  the  fila- 
ment casing.  Later,  in  preliminary  design 
studies,  both  companies  sketched  joints 
nearly  identical  to  the  steel-case  joints.  But 
on  Dec.  4.  1981.  a  Hercules  engineer  hit  on 
an  altogether  new  idea. 

Id  l)een  mulling  over  the  problem  for 
months."  Frederick  Policelli.  the  inventor, 
recalled  in  a  recent  interview.  ■Finally  it 
just  popped  into  my  head.  I  was  on  my  way 
out  the  door,  so  I  sat  down  and  sketched  it 
out."  At  the  time.  Mr.  Policelli  was  techni- 
cal manager  of  the  filament  booster  pro- 
gram at  Hercules.  His  idea,  which  he  called 
a  'capture  lip."  came  to  him  as  he  was  leav- 
ing a  meeting  with  Marshall  officials  in  Ala- 
bama. 

The  capture  feature  was  envisioned  as  a 
one-inch  appendage  on  the  tongue  that  in- 
hibited movement  of  the  opposing  groove, 
which  held  the  pair  of  critical  O  rings.  The 
whole  joint  was  to  be  machined  from  one 
solid  piece  of  steel  to  be  tightly  bonded  to 
the  filament  case.  The  capture  feature 
would  give  the  wobbly  joint  stability  not 
unlike  that  of  firm  handshake. 

In  early  1982.  Thiokol  and  Hercules  sub- 
mitted rival  bids  and  designs  for  the  fila- 
ment-cased boosters.  Thiokol  proposed  the 
same  joint  as  on  the  steel  case.  Hercules 
proposed  the  capture  feature. 

"I  jumped  on  it  and  championed  it."  said 
William  L.  Ray.  an  engineer  at  Marshall 
who  had  long  criticized  the  booster  joint  as 
unacceptable.  "There  was  a  lot  of  opposi- 
tion." 

"People  didn't  understand"  the  joint  or  its 
problems.  Mr.  Ray  said. 

Influenced  by  the  strong  advocacy  of  Mr. 
Ray  and  other  Marshall  engineers,  the 
space  agency  in  May  1982  awarded  Hercules 
the  contract  to  develop  filament  casings. 
"The  capture  feature  wasn't  the  only  reason 


they  won  it,"  Mr.  Ray  said,  "but  it  clearly 
was  a  plus. " 

BITTER  FIGHTING  BETWEEN  COMPETITORS 

The  capture  feature  received  no  patents 
for  originality  or  awards  for  elegance.  But  it 
did  turn  a  flawed  joint  into  one  that  was 
much  less  susceptible  to  rotation. 

It  also  injected  an  element  of  corporate  ri- 
valry into  the  manufacture  of  shuttle  boost- 
ers, one  that  flared  into  bitter  fights  be- 
tween Thiokol  and  Hercules.  The  new  joint, 
after  all.  could  be  viewed  as  an  indictment 
of  the  old  one.  Tension  ran  especially  high 
because  Thiokol  was  still  to  be  in  charge  of 
filling  the  filament  casings  with  fuel  and 
readying  them  for  flight.  At  one  point  in 
late  1982.  Thiokol.  exerting  its  influence, 
stopped  Hercules  from  releasing  plans  for 
the  filament  joint  to  a  forger,  the  Ladish 
Company  in  Cudahy.  Wis. 

"It  came  to  a  showdown."  Mr.  Policelli  of 
Hercules  recalled.  "We  went  to  NASA  and 
they  supported  our  side." 

A  spokesman  at  Thiokol's  facility  in 
Brigham  City.  Utah,  defended  the  compa- 
ny's unwillingness  to  add  a  capture  feature, 
saying  that  even  today  there  are  questions 
about  its  effectiveness.  'It  takes  time  to 
learn  what  changes  are  necessary."  said 
Rocky  Raab.  the  Thiokol  spokesman. 

At  the  time,  the  future  of  the  filament 
casings  was  additionally  unclear  because 
NASA  officials  were  unsure  whether  the 
new  design  might  become  the  mainstay  of 
the  shuttle  fleet,  replacing  steel  casings  al- 
together. Use  of  the  lightweight  filament 
casings  would  greatly  increase  the  weight  of 
the  payload  each  shuttle  could  carry  into 
space. 

In  1982.  the  space  agency's  master  plan 
was  to  begin  using  filament  casings  in  Van- 
denberg launchings  by  October  1985.  At 
first,  these  filament  casings  were  to  be  used 
once  and  discarded,  unlike  steel  casings  used 
at  Kennedy  that  were  meant  to  be  cleaned, 
refilled  and  reflown  up  to  20  times.  But  over 
time,  with  more  research  and  development, 
filament  casings,  loo,  were  to  become  re- 
usable, which  would  make  them  practical 
for  use  throughout  the  shuttle  program. 

Re-useability  was  a  goal,  not  a  firm  re- 
quirement."  said  a  Hercules  official  in  Utah, 
who  spoke  on  the  condition  of  anonymity. 
"We  were  to  sec  if  it  would  work  for  the 
program  as  a  whole.  And  one  of  the  beauties 
was  that  it  had  the  capture  feature." 

PUTTING  THE  DESIGN  INTO  PRACTICE 

In  1982  and  1983.  however,  space  agency 
engineers  were  loath  to  gamble  the  pro- 
gram's future  on  the  successful  develop- 
ment of  re-u.seablc  filament  'boosters.  Hedg- 
ing their  bets,  they  discussed  the  possibility 
of  creating  steel  casings  with  a  capture  fea- 
ture, according  to  Mr.  Ray.  All  it  would  take 
was  casting  new  steel  casings  with  an  addi- 
tional three  inches  of  steel  around  the 
inside  of  one  end,  into  which  a  capture  lip 
could  be  machined. 

Each  two-part.  27-foot  fuel  segment  would 
then  comprise  one  new  casing  with  the  cap- 
ture feature  and  one  old  casing,  the  pair 
sturdily  joined  at  the  factory  in  Utah.  These 
segments,  each  with  a  capture  feature  at 
one  end.  could  then  be  pinned  together  at 
the  Kennedy  Space  Center.  Alternating  new 
and  old  casings  would  mean  that,  as  the 
shuttle  fleet  expanded,  all  of  the  old  metal 
casings  could  be  used. 

But  there  would  be  drawbacks  as  well. 
Capture  features  would  add  about  200 
pounds  each,  or  a  total  of  600  pounds  per 
booster  rocket— a  .small  but  significant 
amount.  Assembly  of  segments  with  a  cap- 


ture feature  would  also  be  more  complex. 
Moreover,  engineers  estimated  it  would  take 
27  months  for  new  steel  casings  to  be 
forged,  machined,  filled  with  fuel  and  read- 
ied for  flight.  Finally,  in  1982  and  1983.  no 
one  was  sure  the  capture  feature  was  the 
best  solution. 

"There  was  great  interest  in  incorporating 
the  capture  feature  in  the  steel  case."  Mr. 
Ray  of  Marshall  recalled.  "The  reason  it 
wasn't  done  quicker  is  that  we  wanted  to  be 
sure  it  worked.  That  joint  looks  simple,  but 
it's  very  complex.  You  don't  want  to  acci- 
dentally make  it  worse."  Marshall  decided 
to  wait  for  results  from  the  testing  of  the 
filament  case,  and  then  make  a  decision 
about  using  it  in  new  steel  casings. 

Meanwhile,  steel  booster  performance 
problems  increased,  in  part  apparently  be- 
cause of  adoption  of  the  lightweight  steel 
casings.  These  were  first  used  to  boost  the 
shuttle  aloft  in  April  1983  and  thereafter 
became  a  standard  feature  of  all  flights.  In 
1984,  O  rings  in  lightweight  steel  boosters 
were  found  to  have  been  damaged  by  hot 
gases  on  successive  shuttle  flights  in  Febru- 
ary, April  and  August. 

Fortunately,  a  rich  harvest  of  data  had 
been  gathered  starting  in  late  1984  on  the 
effectiveness  of  the  capture  feature.  The 
first  full-scale  filament  test  firing  took  place 
in  Utah  in  October  1984.  and  others  quickly 
followed.  Moreover,  laboratory  tests  were 
begun  to  investigate  the  dynamics  of  the 
capture  feature.  This  testing  program  ended 
in  the  spring  of  1985.  "We  were  convinced 
the  capture  feature  was  a  good  thing."  Mr. 
Kingsbury  of  Marshall  recalled. 

PROBLEM  IS  SEEN  WITH  THE  O  RINGS 

Then,  in  June  1985.  engineers  discovered 
for  the  first  time  that  hot  gases  had  gone 
past  a  primary  O  ring  on  a  shuttle  flight 
and  had  started  to  erode  a  secondary  ring. 

A  month  later,  Marshall  officials  respond- 
ed by  putting  a  "launch  constraint"  on  all 
shuttle  flights;  from  then  on.  the  latest 
available  information  on  joint  problems 
would  have  to  be  discussed  in  readiness  re- 
views before  each  flight. 

The  steel  booster  program  had  reached  a 
turning  point.  In  July  1985.  more  than  three 
years  after  NASA  decided  to  put  the  cap- 
ture feature  in  the  filament  casing.  Mar- 
shall and  Thiokol  officials  acknowledged 
that  the  steel  boosters  needed  them.  too. 
They  ordered  the  Ladish  Company  to  begin 
forging  72  new"  steel  casings  for  the  booster 
rockets,  according  to  secret  testimony  re- 
cently made  public  by  the  Rogers  commis- 
sion and  in  Congressional  hearings. 

On  AUfe.  19.  1985.  Thiokol  and  Marshall 
officials  briefed  officials  at  NASA  headquar- 
ters in  Washington  on  the  erosion  of  the  O 
rings.  Documents  prepared  for  the  briefing 
made  reference  to  the  "potential  long-term 
.solution."  the  capture  feature.  The  docu- 
ments said  it  could  have  its  "earliest  possi- 
ble implementation"  with  a  shuttle  mission 
then  .scheduled  for  August  1988. 

The  Rogers  commission  later  concluded 
that  O  ring  erosion  information  presented 
at  this  August  meeting  had  been  "sufficient- 
ly detailed  to  require  corrective  action  prior 
to  the  next  flight. "  But  nothing  was  altered 
in  the  following  shuttle  missions. 

On  Jan.  16  and  17  of  this  year,  less  than 
two  weeks  before  the  Challenger  disaster. 
NASA  engineers  and  those  from  Thiokol 
met  at  Marshall  to  review"  the  history  of  O 
ring  problems  and  possible  solutions.  The 
first  item  on  the  agenda  was  the  capture 
feature,  its  status  in  the  filament  casings, 
and  its  future  in  the  steel  ones.  A  briefing 
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paper  prepared  for  the  meeting  noted  that 
steel  casings  with  a  capture  feature  were 
due  for  delivery  by  February  1987. 

On  Jan.  28.  the  Challenger  exploded,  kill- 
ing all.  seven  crew  members.  According  to 
the  Rogers  commission,  the  disaster  was 
triggered  when  hot  gases  leaked  past  O 
rings  through  the  lower  field  joint  of  the 
right  booster  rocket. 

WORK  IS  ACCELERATED  AFTER  EXPLOSION 

On  Feb.  4.  Marshall  officials  met  with 
shuttle  contractors  to  discuss  'acceleration 
of  work  on  new  steel  casings,  according  to 
documents  released  by  the  Rogers  commis- 
sion. The  February  1987  arrival  date  was 
abandoned  for  more  urgent  application  of 
the  new  design. 

Lawrence  B.  MuUoy.  who  then  headed  the 
booster  program  at  Marshall,  told  the 
Rogers  panel  six  days  later,  "We  now  will 
have  the  first  of  those  parts  delivered  in 
1986.  in  August  of  1986." 

Mr.  Mulloy's  testimony,  at  the  commis- 
sion's first  closed  session,  contained  his  first 
reference  to  the  new  booster  casings.  His  re- 
marks troubled  the  commissioners. 

Neil  A.  Armstrong,  former  astronaut  and 
panel  vice  chairman,  said  he  thought  the 
public  would  not  understand  why  the  pro- 
posed solution  to  the  booster  joint  problem 
had  not  already  been  applied. 

Mr.  Armstrong  said:  "I  am  concerned.  Mr. 
Chairman,  in  looking  ahead  at  the  perspec- 
tive of  the  audience  and  the  people  listen- 
ing, that  we  will  have  demonstrated  that 
there  was  a  concern  in  this  particular  tech- 
nical area,  but  it  wasn't  deemed  dangerous 
to  fly,  it  was  deemed  safe  to  fly.  but  it  was 
also  deemed  that  it  ought  to  be  fixed  and  be 
better,  and  work  was  going  on.  which  makes 
an  undestandable  story  to  me.  but  I  am  not 
sure  that  it  will  be  understandable  to  every- 
body else." 

"Why  was  it  safe?"  he  said  people  would 
wonder.  "  And  if  it  was.  why  were  you 
fixing  it?'  And  that  concerns  me  a  little  bit." 

"It  concerns  us  as  well."  said  Jesse  Moore, 
then  director  of  the  shuttle  program. 

Dr.  Richard  F.  Feynman.  a  Nobel  Prize 
winner  in  physics  and  one  of  the  panel's 
most  outspoken  members,  agreed.  "It  does 
look  terrible."  he  said. 

Mr.  Rogers,  the  chairman,  turned  his  col- 
leagues away  from  this  line  of  questioning, 
saying  their  investigation  should  focus  on 
events  leading  up  to  shuttle  mission  51-L. 
Challenger's  last,  rather  than  on  planning 
that  was  under  way  at  NASA.  Mr.  Rogers 
said:  "If  you  went  through  all  of  the  things 
that  Larry  has  gone  through  and  then  the 
last  question  is.  does  any  of  this  relate  to 
51-L.  and  the  answer  is  no.  everybody  is 
going  to  say,  well,  why  did  you  spend  all  of 
that  tirrte  on  it?" 

Although  the  commissions's  final  report 
did  not  deal  with  the  capture  feature's  his- 
tory, much  of  it  is  detailed  in  more  than 
122,000  pages  of  documents  and  12,000 
pages  of  testimony  the  panel  made  public. 

In  May  the  first  of  tiie  new  steel  cases  was 
delivered  to  a  subcontractor  in  California 
for  machining,  including  cutting  the  cap- 
ture feature. 

On  June  6  the  Presidential  commission 
issued  its  final  report.  The  text  of  the  256- 
page  document  made  no  mention  of  the  cap- 
ture feature  or  the  72  new  steel  casings. 

On  June  12,  L.  Michael  Weeks.  NASA's 
deputy  associate  administrator  (technical) 
for  space  flight,  told  a  Congressional  hear- 
ing. "The  72  casings  were  ordered  because 
we  knew  the  rotation  problem  was  serious." 
The  fact  that  the  work  got  under  way  in 
July   1985  "is  now  saving  us  six   to  nine 


months  in  the  implementation  program."  he 
said. 

Asked  if  shuttle  flights  should  have  con- 
tinued in  1985  despite  the  program  to  fix 
the  boosters.  Mr.  Weeks  responded  that 
NASA  officials  believed  continued  flights 
were  reasonable  given  their  knowledge  at 
the  time. 

On  Aug.  12  at  a  news  conference  in  Ala- 
bama, Marshall  unveiled  its  redesign  of  the 
booster  joint.  The  main  element  was  the 
capture  feature. 

Well,  as  a  Senator  on  the  committee, 
necessarily,  I  could  not  say  I  was  in 
any  way  surprised.  And  the  reason  I 
was  not  surprised  is  that  I  had  been 
earlier  surprised  when  I  listened  to 
National  Public  Radio,  just  about  2 
weeks  after  this  particular  tragedy. 
National  Public  Radio  had  the  fore- 
seeability  and  acumen  to  go  out  and 
start  interviewing  witnesses— some- 
thing which  I  asked  Chairman  Rogers 
to  do,  and  which  he  seemed  very  reluc- 
tant to  do  a  thorough  job  on  it.  The 
article  this  morning  points  this  out. 

NPR  went  to  Brigham  City,  UT,  and 
to  the  Morton  Thiokol  plant  in  Hunts- 
ville  and  they  took  statements  from 
the  engineers  at  Morton  Thiokol.  And 
I  was  listening  to  my  radio  and  the 
interview  was  from  one  of  the  particu- 
lar engineers  who  described  the  scene 
the  morning  of  the  shuttle  tragedy. 
He  said  he  had  earlier  attested  to  the 
situation  where  the  one  engineer, 
Allan  McDonald,  had  objected  the 
afternoon  before  that  the  launch  con- 
ditions were  unsafe.  And  then  the 
story  had  developed  already  how  they, 
on  that  evening,  overruled— you  see, 
that  is  what  we  are  into,  product  li- 
ability—they overruled  safety.  They 
overruled  the  engineers  and  they  very 
cleverly  said,  "This  is  a  business  deci- 
sion." Translated,  of  course,  "This  is 
for  profit.  " 

Every  business  properly  operates  on 
a  profit  motive  and  no  one  objects  to 
that.  But  what  we  have  over  the  200 
years  of  tort  liability  law  is  to  make 
certain  that  we  have  an  exercise  of 
care  and  safety  and  that  we  are  not 
harmed  or  injured  by  business  deci- 
sions in.  which,  if  you  read  this  par- 
ticular article  I  referred  to,  they  can 
measure  and  compute  ahead  of  time 
what  it  would  cost  for  disaster  and 
what  it  would  cost  for  a  new  rocket 
booster.  We  have  run  into  this  in  the 
Ford  Pinto  case.  We  have  run  into  it  in 
other  cases. 

So  here  we  have  this  development  of 
the  law  over  the  200-year  period  and 
we  see  it  come  home  to  roost  here  in  a 
very  dramatic  way  when  the  Times  re- 
ports that  NASA  had  the  solution  to 
the  key  flaw  in  the  rocket  when  the 
shuttle  exploded. 

I  said  I  was  not  surprised  because 
National  Public  Radio,  in  interviewing 
one  witness,  said: 

We  all  in  that  room  not  a  soul  would  give 
the  go-ahead.  There  were  12  engineers  and 
they  all  said  it  would  be  unsafe.  And  so  at 
the  time  we  were  saying  a  prayer  because 


we  thought  that  the  rocket  and  the  Chal- 
lenger would  explode  on  the  pad. 

That  is  substantially  the  statement 
made.  "We  thought  it  was  going  to  ex- 
plode on  the  pad."  Then  that  particu- 
lar witness  goes  and  develops  further 
his  thoughts  and  he  says: 

And  I  saw  it  go  up  and  I  said,  "Thank 
God.  there  she  goes. "  Like  a  piece  of  cake.  I 
was  so  happy  and  then  all  of  a  sudden  it  ex- 
ploded and  everyone  in  the  room  knew  why. 

There  you  are.  They  knew  why. 
Why  did  they  know  why?  Look  at  the 
Times  article  this  morning.  They  had 
had  trouble  for  several  years.  They 
had  it  as  an  unsafe  situation  and  as  a 
result  had  already  ordered  a  so-called 
fix  to  it. 

I  should  refer  to  the  article  itself. 

The  key  solution  proposed  by  the  space 
agency  to  the  problem  that  caused  the  Chal- 
lenger explosion  was  devised  years  before 
the  disaster  and  was  being  systematically 
applied  to  the  entire  space  shuttle  fleet, 
interviews,  documents  and  testimonies 
show. 

Now  let  me  divert  from  the  article 
and  congratulate  this  New  York  Times 
reporter.  I  have  not  had  the  privilege 
of  meeting  William  J.  Broad,  but  it  is 
quite  obvious  from  this  particular  arti- 
cle that  this  gentleman  was  perform- 
ing exactly  what  I  said.  I  told  Chair- 
man Rogers,  "The  New  York  Times, 
the  Aviation  Weekly  and  all  of  these 
other  very  good  periodicals  and  jour- 
nalists will  be  out  there  as  investiga- 
tive journalists  and  they  will  find  out. 
The  truth  will  come  out." 

I  was  trying  to  insist  on  a  bipartisan 
committee  approach,  as  we  used  in  the 
Apollo  disaster.  But  we  were 
stonewalled  on  that  score. 

Now.  Mr.  William  J.  Broad  comes 
after  his  investigation,  and  reports, 
quoting  now: 

The  record  shows  longstanding  worry 
about  seals  on  the  shuttle  and  application 
of  an  innovative  remedy  to  generations  of 
booster  rockets. 

Let  me  add  as  an  aside  here,  that  in 
no  place  in  that  275-page  report  of  the 
Rogers  Commission  did  you  see  that. 
Read  it  over.  No  place  will  you  find 
anything  resembling  "longstanding 
worry  about  seals  on  the  shuttle  and 
application  of  an  innovative  remedy  to 
generations  of  booster  rockets." 

Yes;  we  brought  that  out  and  the 
Congress  brought  that  out.  Allan 
McDonald  brought  it  out.  NASA  said 
they  tested  it  back  in  August.  They 
had  a  seminar  here  at  the  NASA  head- 
quarters on  this  same  O-ring  defect. 
But  it  is  much,  much  longer  standing 
than  that. 

And  you  *fill  find  later  on  here  in 
this  article  how  Mr.  Rogers  turned 
aside  from  that  and  said  that  he  did 
not  want  to  get  into  that  at  all.  He 
said  he  just  wanted  to  stick  to  the  par- 
ticular little  incident  right  around  the 
time  of  the  explosion,  when  in  reality 
the  incident  right  around  the  times 
goes  all  the  way  back  to  exactly  what 
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they  are  doing  now— the  fix.  You  will 
find  that  this  fix  they  came  up  with 
some  years  back  is  exactly  what  they 
then  reported  to  us  in  the  Congress 
after  the  disaster  and  said,  "Oh,  we 
are  ready  now  to  fix  these  boosters." 

How  could  they  find  a  fix  so  quickly? 
It  was  because  they  "found"— past 
tense— they  had  "found"  a  fix  and 
were  already  developing  it.  Only  they 
were  taking  their  leisurely  time  about 
it. 

I  refer  again  back  now  to  the  article: 

It  also  shows  why  the  solution  was  un- 
available for  the  Challenger  flight  of  Jan. 
28,  in  which  a  leaky  booster  seal  touched  off 
an  explosion  that  destroyed  the  craft  and 
lulled  its  seven  astronauts. 

To  critics,  this  new  history  suggests  du- 
plicity on  the  part  of  the  National  Aeronau- 
tics and  Space  Administration:  While  pub- 
licly declaring  the  shuttle  safe  to  fly,  these 
critics  say,  NASA  officials  knew  the  flaw 
was  grave  and  had  quietly  embarked  on  a 
major  program  to  fix  it. 

NASA  officials  vigorously  deny  this 
charge,  insisting  they  were  unaware  of  the 
seriousness  of  the  flaw  and  were  simply 
trying  to  increase  the  boosters  margin  of 
safety. 

No  matter  what  prompted  past  action,  the 
fact  that  NASA  had  almost  five  years  of  ex- 
perience with  the  remedy— 

D  1320 

Get  that.  Five  years  of  experience 
with  the  remedy- 
explains  how  the  agency  was  able  to  pro- 
pose $300  million  seal  redesign,  unveiled 
Aug.  12,  as  fast  as  it  did.  Both  critics  and 
NASA  officials  agree  that  the  space  agency 
is  now  following  the  basic  course  it  set  for 
itself  long  before  the  Challenger  disaster. 

The  key  element  of  the  redesign  was  in- 
vented in  1981  to  lock  seals  tightly  in  place 
.  by  latching  down  an  element  of  the  joint. 
This  capture  feature  was  applied  to  the 
design  of  booster  rockets  in  1982  and  again 
in  1985. 

In  July  1985,  amid  growing  fears  of  seal 
failure,  NASA  officials  ordered  72  new  steel 
cases  so  they  could  install  capture  features 
in  boosters  already  in  use.  These  new  cases 
were  in  production  at  the  time  of  the  Chal- 
lenger disaster  and  today  they  are  the  basis 
for  the  creation  of  improved  boosters. 

This  history,  gleaned  from  dozens  of  inter- 
views, hundreds  of  newly  released  docu- 
ments and  thousands  of  pages  of  testimony. 
much  of  it  originally  kept  secret— 

And  some  of  it  is  still  being  kept 
secret  and  this  Senator  will  bring  that 
out  in  due  time- 
is  sharply  at  odds  with  information  previ- 
ously made  public.  It  had  l)een  thought  that 
NASA  officials  were  concerned  about  the 
booster  seals  before  the  Challenger  disaster 
and  were  searching  for  a  way  to  fix  them.  In 
fact  "the  solution,"  as  NASA  engineers 
called  the  capture  feature,  was  already 
being  systematically  if  slowly  applied. 

The  Presidential  commission  that  investi- 
gated the  Challenger  disaster  steered  away 
from  this  history  and  the  issues  it  raises. 
Among  them  are:  Who  knew  replacement 
casings  had  been  ordered?  Did  officials  who 
knew  about  these  casings  press  to  continue 
flights?  Why  was  the  new  design  t>eing  ap- 
plied slowly? 

The  commission's  chairman,  former  Secre- 
tary of  State  William  P.  Rogers,  said  the 


panel  should  deal  only  with  events  leading 
directly  to  the  disaster.  But  others  are  in- 
vestigating deeply  in  other  directions. 

Now,  Mr.  President,  let  me  divert 
from  this  article  to  say  if  this  does  not 
directly  apply  to  this  disaster,  I  do  not 
luiow  what  does.  NASA  knew  what  the 
problem  was.  They  called  a  few  days 
after  the  occurrence  and  said  the  pic- 
ture showed,  and  I  remember,  "an 
ephemeral  poof"  of  smoke.  They  were 
not  surprised.  They  were  not  surprised 
at  all.  The  engineers  were  sitting 
around  wondering  why  it  did  not  blow 
up  completely  at  that  particular  time. 
But,  you  know,  they  were  conditioning 
the  Senators  and  the  American  public 
to  cover  this  one  up  and  say,  "Well,  it 
just  did  not  happen  immediately 
around  the  time  and  there  was  no  con- 
nection." 

There  is  a  direct  connection  here 
and  this  excellent  article  makes  the 
connection. 

Referring  back  to  the  article: 

Representative  James  H.  Scheuer,  for  in- 
stance, sits  on  a  Congressional  committee 
that  recently  reviewed  the  Rogers  Commis- 
sion's findings  and  held  hearings  on  the  dis- 
aster. "It's  remarkable  how  much  NASA 
knew  and  how  little  they  did  about  it,"  said 
Mr.  Scheuer,  a  Queens  Democrat.  "There 
was  no  order  or  direction  that  went  out. 
There  was  no  mobilization  of  forces." 

Two  things  come  to  mind.  I  am  di- 
verting from  the  article  to  bring  up 
particular  points  for  this  Senator.  I 
congratulate  Mr.  Scheuer  in  that  his 
congressional  committee  has  been  able 
to  review  the  Rogers  Commission  find- 
ings. I  want  to  review  not  only  the 
Commission  findings;  I  want  to  review 
the  entire  matter.  I  want  to  get  to 
these  events  and  other  allied  matters 
that  were  not  included  in  the  Rogers 
Commission  report.  We  have  not  yet 
been  able  to  do  this  in  our  Commerce 
Committee.  They  have  stonewalled  us. 
They  have  yet  to  be  able  to  schedule 
this  important  matter  for  any  hear- 
ings. 

They  wanted  us  to  go  ahead  with 
the  NASA  authorization,  and  then 
they  would  go  ahead  immediately  and 
have  a  thorough  investigation  of  at 
least  the  Rogers  Commission  hearings 
themselves.  But  we  were  not  allowed 
to  do  even  that. 

I  am  glad  Mr.  Scheuer  on  the  House 
side  was  allowed  to  do  it. 

I  am  reminded  of  a  point  that  will 
come  up  later  this  week,  perhaps,  con- 
cerning Dr.  Graham,  who  was  NASA's 
Acting  Administrator.  He's  the  one 
who  misled  me  in  his  testimony  before 
the  Commerce  Committee.  He  is  the 
one  wno  was  the  administrator  at  the 
time  of  the  Challenger  disaster.  Now, 
unlike  the  Chernobyl  disaster  where 
the  Soviets  held  the  person  responsi- 
ble for  it,  we  have  a  no-fault  doctrine 
from  certain  political  hands  here  in 
Washington.  In  contrast  to  no-fault, 
we  have  a  promotion.  We  are  going  to 
make  Dr.  Graham  the  National  Sci- 
ence Adviser.  This  Senator  has  no  in- 


tention of  voting  for  him,  I  can  tell 
you  that.  We  are  not  going  to  promote 
that  kind  of  leadership  and  that  kind 
of  responsibility. 

Referring  back  to  the  article: 

Richard  C.  Cook,  a  former  NASA  budget 
analyst  who  warned  in  1985  that  problems 
with  the  shuttle's  booster  joints  might  lead 
to  a  catastrophe,  said:  "The  capture  feature 
was  to  t>e  the  solution,  it  was  clearly  a  big 
step.  But  it  was  happening  very  slowly." 

"The  engineers  knew  about  the  big  fix," 
he  said,  but  until  it  was  carried  out,  "they 
held  their  breath  every  time  the  shuttle 
took  off." 

John  E.  Pike,  director  of  space  policy  at 
the  Federation  of  American  Scientists, 
called  the  situation  at  NASA  "shocking." 

I  appreciate  that  particular  refer- 
ence because  someone  would  think  it 
was  political.  We  never  had  any  politi- 
cal interest  in  this  particular  matter. 
How  could  one?  I  had  a  political  re- 
sponsibility as  ranking  member  of  the 
Commerce,  Space,  Science,  and  Trans- 
portation Committee.  We  have  been 
having  the  hearings  and  promoting 
NASA,  and  I  still  promote  them.  I 
tried  for  a  higher  amount  in  the 
NASA  authorization  so  we  could  have 
the  fourth  shuttle,  the  station  in 
space,  and  everything  else,  because  I 
do  not  want  the  Soviets  to  get  ahead 
of  us.  But  I  thought  the  best  politics 
was  no  politics,  and  what  we  all  ought 
to  do,  since  we  did  not  know,  was  to  let 
the  chips  fall  where  they  may. 

Chairman  Rogers  was  nettled  by 
anyone  who  had  the  ability  to  cross 
examine  and  get  into  any  facts.  They 
wanted  to  go  off  on  all  these  things 
but  when  they  got  into  some  of  the 
things— as  a  good  old  practicing  attor- 
ney he  knew  it  and  was  familiar  with 
it— he  just  led  them  off.  I  will  come  to 
the  part  of  the  article  in  just  a  little 
while. 

So  when  John  E.  Pike  of  the  Federa- 
tion of  American  Scientists  called  the 
situation  at  NASA  shocking,  I  want  to 
say  I  agree. 

Returning  to  the  article: 

'They  were  clearly  covering  up  the  magni- 
tude of  the  problem,"  Mr.  Pike  said.  "It 
raises  the  question  of  who  knew  what  when. 
It's  one  thing  to  say  this  was  a  dinky  little 
problem  that  a  few  engineers  worried  about, 
and  another  to  embark  on  a  major  redesign 
of  the  system." 

That  is  not  a  politician  charging 
coverup.  That  is  a  scientist. 

The  fact  that  the  space  agency  applied 
the  "solution"  as  early  as  1982  and  again  in 
1985  will  affect  litigation  over  the  Challeng- 
er disaster,  according  to  a  lawyer  represent- 
ing Cheryl  McNair,  widow  of  Dr.  Ronald  E. 
McNair,  one  of  the  Challenger  astronauts. 

"Why  fix  the  booster  if  it  wasn't  broken?" 
asked  Ronald  D.  Krist.  a  Houston  lawyer 
who  has  filed  in  Texas  in  behalf  of  Mrs. 
McNair. 

D  1330 

Mr.  President,  I  divert  again  from 
the  article  itself  to  acknowledge,  of 
course  with  pride,  that  Ronald  NcNair 
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was  a  constituent,  bom  and  raised  in 
South  Carolina.  I  have  stayed  away, 
since  I  had  this  official  interest  in  it. 
from  any  conversations  with  Mrs. 
NcNair  other  than,  of  course,  attend- 
ance at  the  services  and  speaking  with 
her  and  Ronald's  mother  personally. 
Ron  McNair,  a  year  before  this  disas- 
ter, filled  in  for  me  at  Spartanburg 
High  School  at  a  particular  talk  on 
Space  Appreciation  Day.  I  had  tre- 
mendous admiration  for  him.  But  I  did 
not  want  my  concern  about  the  lack  of 
a  thorough  investigation  and  the  fact 
that  he  was  my  constituent  to  be  in- 
volved in  any  way  in  bringing  suit,  se- 
lecting a  lawyer,  or  having  any  conver- 
sation at  all  about  it. 

I  have  not  had  the  pleasure  of  meet- 
ing this  Mr.  Krist,  but  I  can  tell  you 
now  that  he  or  any  other  lawyer, 
under  product  liability,  can  and  should 
be  able  to  have  an  open-and-shut  case 
there. 

With  respect  to  all  of  this  conversa- 
tion about  juries  with  deep  pockets— 
"deep  pockets,  deep  pockets,"  I  would 
hate  to  have  to  sit  on  a  jury  myself 
and  make  a  money  determination  in 
this  particular  case  regarding  the 
Challenger  disaster.  But  if  they  do, 
and  they  will  if  it  is  taken  that  far,  it 
will  put  any  and  every  contractor  on 
notice.  That  is  the  purpose  of  this  tort 
system. 

How  can  the  little  man,  Mr.  Presi- 
dent, ever  protect  himself  in  this  socie- 
ty of  ours  up  here  in  Washington? 
These  Washington  representatives  and 
lobbyists  and  attorneys  all  over  this 
place— tax  reform  is  what  they  are 
worried  about.  They  are  not  worried 
about  individuals  or  any  tort  liability. 

In  fact,  they  have  the  bimi's  rush 
on.  The  Chamber  of  Commerce,  the 
National  Association  of  Manufactur- 
ers, and  all  the  other  groups  around- 
business  groups— are  really  saying  we 
are  going  to  cut  all  these  deep  pockets 
and  these  high  verdicts.  They  are 
saying:  "There  will  be  a  cap  on  this 
one,  they  will  be  disallowed  to  join  in 
several  liability,  and  the  injured  is 
going  to  have  to  pay  the  damages." 

Can  you  imagine  such  a  thing  in  this 
soci3ty?  No  one  suggests  it  much  at 
the  State  levels. 

We  will  refer  this  afternoon  to  the 
settlement  of  cases  and  how  the  Fed- 
eral Government— in  particular  the 
Assistant  Attorney  General— was  abso- 
lutely negligent  in  settling  the  Gov- 
ernment's case.  Failure  to  settle  a  case 
is  the  way  that  the  verdict  gets  to  be  a 
large  verdict  when  in  fact,  it  could 
have  been  settled  many,  many  times 
before. 

I  think  the  point  to  be  made  is  that 
the  courts  work  their  will,  and  the 
common  sense  of  the  American  people 
is  found  in  its  jury  system.  I  really, 
after  some  35  or  40  years  of  practice, 
have  to  recognize  the  fact  that  on  oc- 
casion a  judge  will  move  in  and  adjust 
a  jury  award. 


Under  all  the  States,  the  trial  judge 
can  take  and  cut  back  on  actual  dam- 
ages or  get  a  new  trail  so  they  are  not 
runaway  juries.  Or  in  many  instances, 
the  trial  judge  can  totally  disallow  pu- 
nitive damages.  We  have  not  been  able 
to  discuss  that  in  the  Commerce  Com- 
mittee. 

In  our  committee,  the  members,  gen- 
erally speaking,  did  not  know  the  dif- 
ference between  actual  and  punitive 
damages.  They  did  not  know  what  was 
actionable  negligence.  They  did  not 
know  that  you  still  had  to  be  found,  as 
a  matter  of  law,  culpable  in  these  par- 
ticular things.  They  just  act  like  all 
plaintiffs  have  to  do  is  fill  out  a  form 
and  get  their  money.  The  fact  is  that 
the  information  of  safe  conduct  or  due 
care  is  within  the  control  of  the  de- 
fendant itself,  the  particular  contrac- 
tor. Now  here  comes  an  enterprising 
New  York  Times  reporter  who  finds 
that  the  Rogers  Commission— with  all 
of  their  FBI  investigators  and  every- 
thing else— did  not  check  this  out. 

These  are  national  heroes  we're  talk- 
ing about.  Suppose  it  was  just  a  regu- 
lar case  like  those  we  have  in  automo- 
bile accident  cases.  Those  individuals 
have  to  get  an  attorney.  I  would  doubt 
that  the  Challenger  case  is  being  han- 
dled on  a  contingency  fee  basis.  I  have 
no  idea  about  it.  But  there  would  not 
be  any  reason  for  it  because  the  liabil- 
ity is  there  and  fixed.  For  the  most 
part,  the  work  is  there  to  be  developed 
and  to  present  a  reasonable  settlement 
and  disposal  of  the  case. 

But  imagine  the  average  reasonable, 
sane,  and  prudent  man  coming  along 
without  the  financial  resources,  with- 
out the  fame  that  these  particular  as- 
tronauts had.  He  needs  a  trial  lawyer 
on  a  contingent  basis  who  is  willing  to 
work  there  and  develop  the  case.  You 
can  see  how  much  work  is  involved  in 
the  development  of  these  particular 
cases. 

So,  as  we  study  and  hear  about  this 
particular  case,  we  get  a  better  feel  for 
the  reason  for  the  200-year  success  of 
the  trial  by  jury  and  the  requirement, 
if  you  please,  in  the  Constitution  of 
the  amendments,  the  seventh  amend- 
ment. 

When  the  Constitution  was  drafted 
and  the  writers  of  the  Constitution 
asked  for  comments  on  the  Constitu- 
tion itself,  every  State  came  back  and 
said,  "We  demand  trial  by  jury."  Only 
seven  of  them  asked  about  freedom  of 
speech.  But  every  State  said,  "We 
want  to  make  certain  in  the  amend- 
ments." So  in  the  seventh  amendment, 
we  have  included  trial  by  jury. 

Here  we  have  an  assault  with  a 
bunch  of  anecdotal  baloney  that  they 
have  put  into  the  Record  and  newspa- 
per clippings  and  that  kind  of  thing. 
This  administration,  dedicated  to  fed- 
eralism, wants  to  take  away  the 
matter  from  the  States  in  the  sense  of 
putting  down  Federal  guidelines,  but 
not  take  it  away. 


We  could,  sometime,  take  it  away. 
This  Senator  has  been  entertaining 
that  thought.  So  next  year,  when  we 
come  around  and  start  talking  about 
it,  mind  you  me,  just  say  we  never 
heard  of  that. 

I  can  tell  you  here  and  now  that  if 
this  is  what  they  really  want,  let  us 
look  into  it  thoroughly  and  it  may  be 
that  it  is  too  much  of  a  burden  on  the 
insurance  companies  to  have  all  the 
multiplicity  of  jurisdictions.  If  that  is 
the  case,  why  do  they  not  complain 
about  the  multiplicity  of  jurisdictions 
in  order  to  be  licensed  with  the  filing 
of  each  one  of  their  insurance  policies? 
And  every  one  of  them  say  they  do  not 
want  a  Federal  insurance  commission. 
They  have,  almost  to  a  man.  surely 
said,  "We  don't  want  to  go  too  far.  In 
fact,  we  don't  want  a  cause  of  action  in 
the  Federal  courts.  What  we  want  in 
this  bill  is  to  be  able  to  cut  down  the 
chances  of  an  injured  plaintiff  recov- 
ering some  money  so  we  can  cut  down 
our  costs  and  make  even  greater  prof- 
its." 

That  is  exactly  what  they  say  they 
want.  They  do  not  give  you  a  Federal 
cause  of  action  in  this  bill. 

This  bill  has  more  things  to  be  heard 
about.  I  do  not  luiow  how  else  you  get 
everybody's  attention  in  these  closing 
days,  except  to  take  the  motion  to  pro- 
ceed and  begin  to  work  at  that  point 
so  our  colleagues  and  their  staffs  can 
be  properly  informed  and  so  they  have 
to  really  study  carefully^  what  is  being 
done  here. 

This  is  a  lynching  party.  They  are 
going  to  take  over  the  right  of  trial  by 
jury  and  federalize  in  a  sense.  They 
didn't  give  a  cause  of  action,  but  in- 
stead have  the  50  State  jurisdictions 
interpret  this  particular  Federal  stat- 
ute to  be  enacted,  appeal  it  to  their  su- 
preme court,  and  then  appeal  it  to  the 
U.S.  Supreme  Court.  All  this  in  the 
name  of  saving  money.  Heavens  above! 

The  chief  justice  of  the  supreme 
court  of  the  State  of  Virginia  came  in 
and  said,  "If  you  want  to  see  burea- 
cracy  at  its  worst,  if  you  want  to  see 
litigation  costs  escalate,  this  is  a  pre- 
scription for  actually  doubling  the  liti- 
gation costs  and  everything,  else."  This 
bill  does  not  simplify.  It  has  been  sold 
at  the  chambers  of  commerce  and  tuc 
rotary  clubs  around  America  that  this 
is  going  to  simplify  proceedings  and  we 
are  going  to  get  rid  of  juries  looking 
for  defendants  with  deep  pockets.  The 
deepest  pocket  I  know  is  the  National 
Football  League.  A  jury  recently 
found  them  liable  in  a  suit  brought  by 
the  U.S.  Football  League.  You  know 
the  verdict  they  gave?  One  dollar.  So 
much  for  deep  pockets.  The  jury  has  a 
lot  of  sense,  and  they  had  to  treble 
that  so  the  USPL  got  $3. 

Let  me  make  the  record  clear.  It  was 
an  antitrust  suit,  so  they  had  treble 
damages.  That  was  great,  wasn't  it?  A 
deep  pocket  verdict. 
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I  remember  the  young  teacher  just  a 
few  months  ago  down  in  the  State  of 
Georgia,  in  Athens,  at  the  university. 
She  just  said.  "Look,  I  would  like 
these  football  players  to  pass  an  exam 
now  and  again." 

"Oh.  get  rid  of  her. "  They  said  at 
the  university.  Out  she  goes.  So  she 
had  to  struggle  her  way  around  with  a 
lawyer,  had  to  fight  the  whole  bu- 
reaucracy, and  she  got  what?  She  got 
what  they  are  now  trying  to  eliminate. 
She  got  a  jury.  And  she  said  she  was 
surprised  herself.  The  jury  came  in.  if 
I  can  remember  exactly,  with  some- 
thing like  $300,000  or  $400,000  actual 
damages  and  about  $2  million  in  puni- 
tive damages.  I  think  it  was  later  set- 
tled back  down. 

But  she  said  she  was  surprised  her- 
self. Why  would  they  take  and  give  a 
large  punitive  damage  verdict?  Be- 
cause that  jury  was  saying.  "We  do  not 
like  this  intentional  malicious  wrong- 
doing by  the  institutions  in  America. 
The  little  man  knows  that  in  this  big 
society— big  TV  and  big  government 
and  big  labor  and  big  business— the  in- 
dividual becomes  a  lesser  and  lesser 
entity.  The  only  way  to  get  at  them  is 
to  put  them  on  notice  with  a  large  ver- 
dict and  then  you  will  not  find  the 
universities  and  institutions  firing 
people  for  doing  an  honest  job.  The 
large  award  in  this  Georgia  football 
case  was  not  just  because  they  had 
deep  pockets. 

So  the  one  with  deep  pockets,  the 
NFL.  really  got  the  $1  verdict.  The 
jury  could  have  given  all  kinds  of 
money  that  the  league  makes  from  the 
televising  of  games  because  they  found 
an  antitrust  violation.  But  the  jury  did 
not  do  that.  The  jury  understands 
these  kinds  of  arguments,  and  they  do 
a  very  good  job  in  the  States. 

They  have  been  up  to  the  task  of 
considering  the  so-called  tort  crisis, 
the  insurance  crisis,  or  whatever  else 
they  want  to  call  it.  I  call  it  a  crisis  in 
insurance  company  credibility  because 
I  keep  reading  how  they  are  making 
these  billions.  We  will  get  into  that, 
too.  how  they  are  making  the  billions 
and  billions  of  dollars. 

One  of  the  best  buys  on  the  stock 
market,  too.  is  Aetna.  Go  out  and  get 
Aetna.  I  recommend  it  highly.  They 
are  really  making  a  fortune  up  there, 
but  they  are  telling  you  that  they 
have  to  cancel  your  policy  because 
they  are  losing  too  much  money  on  ac- 
count of  the  "deep  pocket  jury." 

Let  us  get  back  to  this  New  York 
Times  article  because  the  point  is  very, 
very  important. 

Why  fix  the  booster  if  it  wasnt  broken?  " 
asked  Ronald  D.  Krist.  a  Hou.ston  lawyer 
who  has  filed  suit  in  Texas  in  behalf  of  Mrs. 
McNair. 

■  It  makes  the  fact  that  they  forced  this 
launch  all  the  more  reprehensible,"  Mr. 
Krist  said.  "It  shows  a  conscious  indiffer- 
ence to  the  welfare  and  safety  of  the  astro- 
nauts. Rather  then  postpone  a  launch,  they 
pressed  ahead." 


If  somebody  wonders  where  the 
money  pressure  was  from,  I  believe  it 
was  Mr.  McDonald  who  was  sent  down 
to  Huntsville  the  week  before  this  par- 
ticular launch  and  he  talked  about  the 
renewal  of  the  contract.  And  then 
they  went  back  afterwards  to  discu.ss 
the  renewal.  So  they  wanted  that  con- 
tract renewed  before  a  second  source. 
And  you  will  find  in  this  article  about 
a  second  source  breathing  on  their 
heels.  They  wanted  to  make  sure  they 
could  get  the  contract  signed.  It  was  a 
money  matter  and  they  weren't 
making  a  decision.  That  is  this  Sena- 
tor's view  of  it.  But  here  it  goes  on: 

Mrs.  McNair  has  sued  the  booster  maker. 
In  addition.  Jane  Smith,  widow  of  the  Chal- 
lenger's pilot.  Comdr.  Michael  J.  Smith  of 
the  Navy,  has  filed  an  administrative  claim 
against  the  Government. 

In  defending  past  actions.  NASA  officials 
insist  the  depth  of  the  booster  problem  was 
unknown  before  the  Challenger  disaster. 
Casing  design  improvements,  they  assert, 
were  part  of  a  wide-ranging  effort  to  make 
all  flight  equipment  as  safe  as  po.ssible. 

■Enhancement  of  that  joint  was  working 
on."  said  James  E.  Kingsbury,  director  of 
science  and  engineering  at  the  Marshall 
Space  Flight  Center  in  Huntsville,  Ala., 
which  has  responsibility  for  design  of  the 
booster  rocket.  "No  one  recognized  the 
weakness  it  contained." 

Thomas  L.  Moser,  deputy  associate  admin- 
istrator (management)  for  space  flight  at 
NASA  headquarters  in  Washington,  agreed. 
"In  fairness  I  don't  think  you  can  say  NASA 
was  flying  with  a  system  It  regarded  as  inad- 
equate," he  said.  "The  design  was  seen  as 
marginal  but  adequate.  It's  just  that  there 
was  an  opportunity  to  increase  the  margin 
of  safety." 

Isn't  that  neat?  It  is  just  an  opportu- 
nity to  get  some  safety.  They  wanted 
to  have  more  safety  but  they  did  not 
find  any  less  safety.  How  are  you 
going  to  get  more  if  there  is  not  less? 

Referring  back  to  the  article: 

The  history  of  the  capture  feature  begins 
in  1974  when  the  Thiokol  Corporation,  now 
part  of  Morton  Thiokol  Inc..  won  the  con- 
tract to  design  and  build  the  shuttle's  solid- 
fueled  booster  rockets.  They  were  to  be  12 
feet  in  diameter  and  149  feet  long.  For  ease 
of  assembly,  the  boosters  were  built  in 
parts,  including  four  steel-walled.  27-foot- 
long  fuel  segments.  These  were  cast  in  Utah 
and  shipped  to  Florida,  where  they  were 
bolted  to  one  another  with  177  steel  pins  at 
each  seam.  For  strength  at  each  joint,  a 
three-inch  tongue  from  one  steel  case  fits 
snugly  into  a  corresponding  groove  on  the 
next,  locking  the  segments  tightly  together. 
Or  that  was  the  plan. 

In  testing  in  1977.  the  joint  was  found  to 
be  seriously  flawed.  As  the  rocket  ignited, 
explosive  pressures  puffed  out  its  half-inch 
steel  walls.  At  the  same  time,  the  joint, 
where  metal  was  thicker,  resisted  this 
motion.  The  result  was  a  slight  shift  or  rota- 
tion of  tongue  and  groove  in  relation  to 
each  other,  creating  a  gap  between  them. 
The  design  called  for  this  gap  to  be  filled  by 
two  rubber  O  rings  meant  to  prevent  gases 
burning  at  5.900  degrees  Fahrenheit  from 
leaking  out  the  rocket.  The  wider  the  gap, 
the  greater  the  danger  that  the  joint  would 
not  seal. 

The  discovery  of  the  rotation  prompted  a 
series  of  memorandums  at  Thiokol  in  Utah 


and  Marshall  in  Alabama.  The  existing 
tongue-and-groove  joint  was  nonetheless 
deemed  safe  enough  to  fly.  Tests  showed 
that  at  least  one  of  the  O  rings  would  hold 
in  each  joint.  And  they  did,  with  few  prob- 
lems, in  the  first  few  shuttle  flights. 

Soon,  however,  two  design  changes  to  im- 
prove booster  casings  made  joint  rotation 
worse. 

In  April  1981,  as  the  first  shuttle  flew  into 
orbit,  NASA  engineers  were  planning  two 
new  gCiierations  of  booster  rockets.  The 
first  was  to  have  lightweight  steel  cases  so 
shuttles  could  carry  heavier  payloads  into 
space,  making  the  winged  spaceships  more 
cost-competitive. 

D  1350 

Get  those  words:  "Cost  competitive." 

Shaving  a  few  hundredths  of  an  inch  of 
steel  from  casings  would  lighten  them  by 
4.000  pounds,  or  about  4  percent. 

The  second  generation  of  casings  was  to 
replace  steel  altogether  with  lightweight 
carbon  filaments  and  epoxy  resins.  These 
filament  casings  were  viewed  as  critical  for 
impending  flights  from  Vandenberg  Air 
Force  Base.  Calif.,  where  shuttles  would  be 
sent  southward  into  a  polar  orbit  more  diffi- 
cult to  achieve  than  the  more  equatorial 
orbit  flown  by  shuttles  launched  from  Ken- 
nedy. Vandenberg  shuttles  had  to  be  as 
light  as  possible;  filament  casings  made  each 
booster  33,000  pounds  lighter. 

But  both  new  casings  were  more  elastic 
than  the  old  ones,  and  their  walls  ballooned 
even  more  on  rocket  ignition,  increasing 
joint  rotation. 

'We  worried  about  the  lightweight  steel 
case,"  said  Kenneth  W.  Jones,  a  Marshall 
booster  engineer.  "It  aggravated  the^  rota- 
tion. And  the  filament  would  aggravate  it 
even  more.  So  we  were  looking  for  a  way  to 
reduce  it."  Alternatives  for  the  lightweight 
steel  casings  were  limited  because  it  was 
simply  a  pared-down  version  of  the  old  one. 
No  fundamental  change  could  easily  be 
made  in  its  joint.  So  attention  focused  in- 
stead on  the  filament  casing  and  its  joint, 
which  were  altogether  new. 

ANOTHER  COMPANY  ENTERS  THE  PICTURE 

In  1981.  engineers  from  Marshall  dis- 
cussed the  rotation  problem  with  represent- 
atives of  the  aerospace  division  of  Hercules 
Inc.,  in  Murray,  Utah,  and  Thiokol.  the  two 
companies  seeking  the  contract  for  the  fila- 
ment casing.  Later,  in  preliminary  design 
studies,  both  .  companies  sketched  joints 
nearly  identical  to  the  steel-case  joints.  But 
on  Dec.  4.  1981,  a  Hercules  engineer  hit  on 
an  altogether  new  idea. 

I'd  been  mulling  over  the  problem  for 
months."  Frederick  Policelli,  the  inventor, 
recalled  in  a  recent  interview.  "Finally  it 
just  popped  into  my  head.  I  was  on  my  way 
out  the  door,  so  I  sat  down  and  sketched  it 
out. "  At  the  time,  Mr.  Policelli  was  techni- 
cal manager  of  the  filament  booster  pro- 
gram at  Hercules.  His  idea,  which  he  called 
a  "capture  lip,""  came  to  him  as  he  was  leav- 
ing a  meeting  with  Marshall  officials  in  Ala- 
bama. 

The  capture  feature  was  envisoned  as  a 
one-inch  appendage  on  the  tongue  that  in- 
hibited movement  of  the  opposing  groove, 
which  held  the  pair  of  critical  O  rings.  The 
whole  joint  was  to  be  machined  from  one 
solid  piece  of  steel  to  be  tightly  bonded  to 
the  filament  case.  The  capture  feature 
would  give  the  wobbly  joint  stability  not 
unlike  that  of  firm  handshake.  - 
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In  early  1982.  Thiokol  and  Hercules  sub- 
mitted rival  bids  and  designs  for  the  fila- 
ment-cased boosters.  Thiokol  proposed  the 
same  joint  as  on  the  steel  case.  Hercules 
proposed  the  capture  feature. 

"I  jumped  on  it  and  championed  it."  said 
Williaim  L.  Ray.  an  engineer  at  Marshall 
who  had  long  criticized  the  booster  joint  as 
unacceptable.  "There  was  a  lot  of  oppos- 
tion.  ■ 

Let  me  divert  for  a  second.  I  am 
saying  that  in  early  1982,  an  engineer 
at  Marshall  named  William  L.  Ray 
said  he  had  long  criticized  the  booster 
joint  as  unacceptable.  So  we  knew  for 
years,  back  into  the  mid-1970's,  that 
this  was  defective,  and  he  had  long 
criticized  it.  It  is  good  to  get  his  record 
of  criticism,  to  find  out  exactly  what 
was  done  about  it.  He  had  long  criti- 
cized the  booster  joint  as  unaccept- 
able, yet  it  was  opposed.  Why  was  it 
opposed?  A  man  of  good  will  certainly 
did  not  have  any  astronauts  in  mind  at 
the  particular  time— certainly  nothing 
against  these  particular  heroes  we 
lost.  It  was  obviously  money.  They 
were  trying  to  hold  back  the  cost, 
which  is  endemic  to  the  American  way 
of  doing  business. 

All  these  arguments  that  we  are 
hearing  about  being  more  productive 
in  the  United  States,  really,  in  the 
matter  of  international  trade,  begins 
on  the  floor  of  the  U.S.  Senate.  We  are 
the  ones  who  set  the  safety  standards. 
They  cost,  and  that  goes  into  the  pro- 
ductivity per  unit.  You  will  find  out 
that  it  lowers  the  productivity  of  the 
individual  worker. 

Who  is  responsible  as  we  run  around 
telling  them  that  they  have  to  be 
more  productive  and  competitive?  We 
in  Congress.  We  put  in  the  Occupa- 
tional Safety  and  Health  Administra- 
tion. We  put  in  the  laws  for  a  safe 
working  place.  We  put  in  the  laws  for 
safe  working  machinery.  That  comes 
from  the  harsh  experience  of  Ameri- 
can industry  and  all  the  industry  in 
the  world  that  uses  slave  labor.  In  the 
People's  Republic,  they  work  for  18- 
cents  an  hour.  In  Bangladesh,  they 
work  for  14-cents  an  hour. 

All  these  economists  and  financial 
wizards  on  productivity  are  running 
around.  This  high  cost  of  productivity 
is  well-founded  and  agreed  upon  by 
both  Democrats  and  Republicans  in 
the  national  Congress,  agreeing  that 
we  should  have  these  things.  But  as 
indicated  here,  it  is  going  to  cost. 

Back  to  the  Times  article: 

"We  worried  about  the  lightweight  steel 
case,"  said  Kenneth  W.  Jones,  a  Marshall 
booster  engineer.  "It  aggravated  the  rota- 
tion. And  the  filament  would  aggravate  it 
even  more.  So  we  were  looking  for  a  way  to 
reduce  it." 

He  goes  on  and  points  it  out  com- 
pletely. Then  Mr.  Ray  says: 

"People  didn't  understand"  the  joint  or  its 
problems,  Mr.  Ray  said. 

Influenced  by  the  strong  advocacy  of  Mr. 
Ray  and  other  Marshall  engineers,  the 
space  agency  in  May  1982  awarded  Hercules 
the  contract   to  develop  filament  casings. 


"The  capture  feature  wasn't  the  only  reason 
they  won  it,"  Mr.  Ray  said,  "but  it  clearly 
was  a  plus." 

BITTER  FIGHTING  BETWEEN  COMPETITORS 

The  capture  feature  received  no  patents 
for  originality  or  awards  for  elegance.  But  it 
did  turn  a  flawed  joint  into  one  that  was 
much  less  susceptible  to  rotation. 

It  also  injected  an  element  of  corporate  ri- 
valry into  the  manufacture  of  shuttle  boost- 
ers, one  that  flared  into  bitter  fights  be- 
tween Thiokol  and  Hercules.  The  new  joint, 
after  all.  could  be  viewed  as  an  indictment 
of  the  old  one.  .Tension  ran  especially  high 
because  Thiokol  was  still  to  be  in  charge  of 
filling  the  filament  casings  with  fuel  and 
readying  them  for  flight.  At  one  point  in 
late  1982.  Thiokol,  exerting  its  influence, 
stopped  Hercules  from  releasing  plans  for 
the  filament  joint  to  a  forger,  the  Ladish 
Company  in  Cudahy.  Wis. 

"It  came  to  e,  showdown,"  Mr.  Policelli  of 
Hercules  recalled.  "We  went  to  NASA  and 
they  supported  our  side." 

A  spokesman  at  Thiokol".?  facility  in 
Brigham  City.  Utah,  defended  the  compa- 
ny's unwillingness  to  add  a  capture  feature, 
saying  that  even  today  there  are  questions 
about  its  effectiveness.  "It  takes  time  to 
learn  what  changes  are  necessary,"  said 
Rocky  Raab,  the  Thiokol  spokesman. 

At  the  time,  the  future  of  the  filament 
casings  was  additionally  unclear  because 
NASA  officials  were  unsure  whether  the 
new  design  might  become  the  mainstay  of 
the  shuttle  fleet,  replacing  steel  casings  al- 
together. Use  of  the  lightweight  filament 
casings  would  greatly  increase  the  weight  of 
the  payload  each  shuttle  could  carry  into 
space. 

In  1982.  the  space  agency's  master  plan 
was  to  begin  using  filament  casings  in  Van- 
denberg  launchings  by  October  1985. 

At  first,  these  filament  casings  were  to  be 
used  once  and  discarded,  unlike  steel  casings 
used  at  Kennedy  that  were  meant  to  be 
cleaned,  refilled  and  reflown  up  to  20  times. 
But  over  time.'  with  more  research  and  de- 
velopment, filament  casings,  too,  were  to 
become  re-usable,  which  would  make  them 
practical  for  use  throughout  the  shuttle 
program. 

Re-useability  "was  a  goal,  not  a  firm  re- 
quirement." said  a  Hercules  of-ficial  ir.  Uiah. 
who  spoke  on  the  condition  of  anonymity. 
"We  were  to  see  if  it  would  work  for  the 
program  as  a  whole.  And  one  of  the  beauties 
was  that  it  had  the  capture  feature." 

In  1982  and  1983.  however,  space  agency 
engineers  were  loath  to  gamble  the  pro- 
gram's future  on  the  successful  develop- 
ment of  re-useable  filament  boosters.  Hedg- 
ing their  bets,  they  discussed  the  possibility 
of  creating  steel  casings  with  a  capture  fea- 
ture, according  to  Mr.  Ray.  All  it  would  lake 
was  casting  new  steel  casings  with  an  addi- 
tional three  inches  of  steel  around  the 
inside  of  one  end,  into  which  a  capture  lip 
could  be  machined. 

Each  two-part.  27-foot  fuel  segment  would 
then  comprise  one  new  casing  with  the  cap- 
ture feature  and  one  old  casing,  the  pair 
sturdily  joined  at  the  factory  in  Utah.  These 
segments,  each  with  a  capture  feature  at 
one  end,  could  then  be  pinned  together  at 
the  Kennedy  Space  Center.  Alternating  new 
and  old  casings  would  mean  that,  as  the 
shuttle  fleet  expanded,  all  of  the  old  metal 
casings  could  be  used. 

But  there  would  be  drawbacks  as  well. 
Capture  features  would  add  about  200 
pounds  each,  or  a  total  of  600  pounds  per 
booster  rocket— a  small  but  significant 
amount.  Assembly  of  segments  with  a  cap- 


ture feature  would  also  be  more  complex. 
Moreover,  engineers  estimated  it  would  take 
27  months  for  new  steel  casings  to  be 
forged,  machined,  filled  with  fuel  and  read- 
ied for  flight.  Finally,  in  1982  and  1983.  no 
one  was  sure  the  capture  feature  was  the 
best  solution. 

"There  was  great  interest  in  incorporating 
the  capture  feature  in  the  steel  case."  Mr. 
Ray  of  Marshall  recalled.  "The  reason  it 
wasn"t  done  quicker  is  that  we  wanted  to  be 
sure  it  worked.  That  joint  looks  simple,  but 
it"s  very  complex.  You  don't  want  to  acci- 
dentally make  it  worse.""  Marshall  decided 
to  wait  for  results  from  the  testing  of  the 
filament  case,  and  then  make  a  decision 
about  using  it  in  new  steel  casings. 

Meanwhile,  steel  booster  performance 
problems  increased,  in  part  apparently  be- 
cause of  adoption  of  the  lightweight  steel 
casings.  These  were  first  used  to  boost  the 
shuttle  aloft  in  April  1983  and  thereafter 
became  a  standard  feature  of  all  flights.  In 
1984,  O  rings  in  lightweight  steel  boosters 
were  found  to  have  been  damaged  by  hot 
gases  on  successive  shuttle  flights  in  Febru- 
ary. April,  and  August. 

D  1400 

Mr.  President,  that  is  good  informa- 
tion for  me.  I  am  learning  again  there 
were  some  more  deficiencies  and  indi- 
cations of  the  defect  of  the  O  rings.  I 
had  heard  as  early  as  January  1985 
about  the  cold  weather  at  that  time  of 
launch.  But  here  now  we  are  reading— 
and  I  am  indebted  to  this  particular 
writer— that  in  1984  O  rings  and  light- 
weight steel  boosters  were  found  to 
have  been  damaged  by  hot  gases  on 
successful  shuttle  flights  in  February, 
April,  and  August.  Anybody  that  took 
over  the  administration  of  NASA 
heard  about  these  things  or  should 
have  heard  about  it.  The  Acting  Ad- 
ministrator had  time  to  know  some- 
thing about  these  things,  and  with  the 
cold  weather  certainly  should  have  in- 
vestigated and  gone  all  the  way  back 
at  least  to  the  2  years  previously  in 
February,  April,  and  August  1984. 

We  did  not  see  Dr.  Graham  doing 
that.  We  have  not  had  the  benefit  of 
his  testimony  about  what  he  knew  and 
did  not  know.  We  know  he  should 
have  known  it. 

Quoting  further  from  the  article: 

Fortunately,  a  rich  hardest  of  data  had 
been  gathered  starting  in  late  1984  on  the 
effectiveness  of  the  capture  feature.  The 
first  full-scale  filament  test  firing  took  place 
in  Utah  in  October  1984,  and  others  quickly 
followed.  Moreover,  laboratory  tests  were 
begun  to  investigate  the  dynamics  of  the 
capture  feature.  This  testing  program  ended 
in  the  spring  of  1985.  "We  were  convinced 
the  capture  feature  was  a  good  thing."  Mr. 
Kingsbury  of  Marshall  recalled. 

Then,  in  June  1985,  engineers  discovered 
for  the  first  time  that  hot  gases  had  gone 
past  a  primary  O  ring  on  a  shuttle  flight 
and  had  started  to  erode  a  secondary  ring. 

A  month  later.  Marshall  officials  respond- 
ed by  putting  a  "launch  constraint""  on  all 
shuttle  flights;  from  then  on.  the  latest 
available  information  on  joint  problems 
would  have  to  be  discussed  in  readiness  re- 
views before  each  flight. 
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So  they  wanted  to  make  sure  that 
they  discussed  it.  but  then  it  was  not 
to  be  acted  upon  or  discussed  at  the 
lower  level  where  they  were  really  con- 
cerned about  it. 

The  steel  booster  program  had  reached  a 
turning  point.  In  July  1985.  more  than  three 
years  after  NASA  decided  to  put  the  cap- 
ture feature  in  the  filament  casing,  Mar- 
shall and  Thiokol  officials  acknowledged 
that  the  steel  boosters  needed  them  too. 
They  ordered  the  Ladish  Company  to  begin 
forging  72  new  steel  casings  for  the  booster 
rockets,  according  to  secret  testimony  re- 
cently made  public  by  the  Rogers  commis- 
sion and  in  Congressional  hearings. 

You  have  to  go  down  in  the  Ar- 
chives, Mr.  President,  to  find  this 
thing.  As  a  Senator  rurming  around 
here,  we  are  voting  early  in  the  morn- 
ing and  voting  late  at  night.  We  are 
voting  on  Saturdays.  We  are  going 
aroimd  the  clock.  If  I  had  4  to  5 
months  I  could  go  down  there  and 
start  reviewing  and  find  out  what  was 
kept  secret.  Thank  Heaven  for  this 
New  York  Times  reporter  who  has 
taken  the  time  to  go  find  these  things 
out  for  the  American  public.  It  was 
kept  secret  in  the  Rogers  Commission, 
and  they  had  these  off-the-record 
hearings,  too.  So  we  are  only  finding 
out  now  that  they  had  an  audit  of 
them  all  the  way  back  in  1985  and  the 
middle  of  the  previous  year.  So  IVi 
years  before  the  tragedy,  it  had  al- 
ready been  audited.  They  had  Vh 
years  to  get  anything  done. 

This  Government  has  ground  to  a 
halt. 

Let  me  take  another  aside,  Mr.  Presi- 
dent. I  visited  Building  No.  1  down  at 
Lockheed  in  Atlanta.  GA.  It  is  outside 
Marietta.  I  want  you  all  to  go  look  at 
it  because  it  covers  some  73  acres,  two 
floors  high,  totally  air-conditioned, 
heated,  and  everything  else  like  that. 
They  broke  ground  for  this  latest 
building  in  February  1942  and  started 
producing  planes  in  it  in  March  1943. 
They  could  build  a  building  in  those 
days.  I  was  going  to  try  to  give  an 
award  to  the  contractor.  We  found  out 
it  was  some  colonel  in  the  Corps  of  En- 
gineers. They  just  told  him  to  go  build 
a  building  and  he  built  it— acres  upon 
acres  upon  acres  it  covered.  It  was  the 
largest  building  you  ever  saw  in  this 
country. 

Nowadays,  engineers  want  to  palaver 
and  study  and  everything  else  in  the 
world.  I  can  tell  you  now  if  we  had 
conditions  like  we  had  back  in  the 
early  forties  in  this  country  we  could 
do  some  things.  Over  at  NASA,  V/z 
years  goes  by  and  they  still  had  an 
audit.  They  audited  the  Ladish  Co.  to 
begin  forging  72  new  steel  casings  for 
the  booster  rockets,  according  to  the 
secret  testimony  recently  made  public 
by  the  Rogers  Commission  and  in  con- 
gressional hearings. 

On  Aug.  19.  1985.  Thiokol  and  Marshall 
officials  briefed  officials  at  NASA  headquar- 
ters in  Washington  on  the  erosion  of  the  O 
rings.  Documents  prepared  for  the  briefing 


made  reference  to  the  "potential  long-term 
solution."  the  capture  feature.  The  docu- 
ments said  it  could  have  its  "earlier  possible 
implementation"  with  a  shuttle  mission 
then  scheduled  for  August  1988. 

Why  that?  We  are  going  to  have  it 
before  August  1988  right  now.  We 
have  it  right  now  before  August  of 
1988.  But  here  back  in  1985  it  said  it 
will  take  3  years  to  get  in  space.  This 
country  will  never  catch  up  with  the 
Soviets  if  they  take  3  years  to  just  get 
one  fix  on  the  mechanisms  we  have  to 
get  into  space.  But  that  just  shows  you 
how  easily  they  go  about.  I  guess  you 
get  more  retirement  or  something  the 
more  you  hang  around. 
Let  me  go  back  to  the  article: 
The  Rogers  commission  later  concluded 
that  O  ring  erosion  information  presented 
at  this  August  meeting  had  been  "sufficient- 
ly detailed  to  require  corrective  action  prior 
to  the  next  flight."  But  nothing  was  altered 
in  the  following  shuttle  missions. 

(Mr.  CHAFEE  assumed  the  Chair.) 

Mr.  ROLLINGS.  Even  the  Rogers 
Commission  said  with  that  particular 
finding  that  that  was  sufficiently  de- 
tailed to  require  corrective  action,  but 
nothing  was  altered  in  these  shuttle 
flights. 

On  Jan.  16  and  17  of  this  year,  less  than 
two  weeks  before  the  Challenger  disaster. 
NASA  engineers  and  those  from  Thiokol 
met  at  Marshall  to  review  the  history  of  O 
ring  problems  and  possible  solutions.  The 
first  item  on  the  agenda  was  the  capture 
feature,  its  status  in  the  filament  casings, 
and  its  future  in  the  steel  ones.  A  briefing 
paper  prepared  for  the  meeting  noted  that 
steel  casings  with  a  capture  feature  were 
due  for  delivery  by  February  1987. 

On  Jan.  28.  the  Challenger  exploded,  kill- 
ing all  seven  crew  members.  According  to 
the  Rogers  commission,  the  disaster  was 
triggered  when  hot  gases  leaked  past  O 
rings  through  the  lower  field  joint  of  the 
right  booster  rocket. 
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Now,  Mr.  President,  let  me  divert 
again  to  another  important  point. 
When  I  talked  to  the  present  adminis- 
tration at  NASA,  I  had  been  told  on 
some  occasion  by  one  of  the  military 
contractors  that: 

Look,  we  proposed  to  make  a  solid  rocket 
booster  and  it  would  not  have  to  be  assem- 
bled and  we  would  not  have  to  worry  about 
O-rings.  We  would  make  them  down  there 
in  Florida  and  we  would  just  stand  them  up 
on  the  end.  We  would  have  to  barge  them 
around. 

I  think  their  factory  was  not  located 
directly  at  Cape  Canaveral,  and  they 
could  be  barged  around. 

So  I  asked  about  it  at  one  of  the 
hearings.  They  said,  'Oh,  we  would 
not  have  enough  barges,"  or  some- 
thing like  that.  They  could  not  find 
barges. 

I  said,  "My  back  yard  is  full  of 
barges  from  the  war  in  Vietnam  ,and 
World  War  II.  We  have  got  them  all 
mothballed." 

I  could  get  them  all  the  barges  they 
needed. 


I  am  begitming  to  feel,  Mr.  Presi- 
dent, that  the  witnesses  realized  they 
had  already  had  a  fix  and  it  was  not 
necessary.  I  forget  the  contractor's 
name,  they  are  located  in  Florida,  one 
of  the  really  responsible  military  con- 
tractors in  this  coimtry.  But  I  said, 
"We  will  give  them  a  chance  to  make  a 
proposal  and  make  a  bid."  There  was  a 
reluctance. 

Now  I  am  beginning  to  understand 
what  I  am  finding  out  in  the  news.  I 
have  not  had  the  advantage  of  an  in- 
vestigation. I  have  not  had  the  advan- 
tage of  hearings.  Now  I  am  beginning 
to  understand  the  sort  of  foot-drag- 
ging on  the  part  of  NASA  when  I  was 
all  heated  up.  Here  was  a  contractor 
that  said  they  could  build  them  and 
definitely  solve  the  O-ring  problems 
because  they  would  make  them  solid, 
barge  them  around,  and  put  them  in 
place  and  let  her  go.  We  would  not 
have  all  of  that  assembly,  making 
them  2,000  miles  away  and  railroading 
in  the  parts.  They  did  not  have  trou- 
ble railroading  parts  all  across  the 
country. 

I  said  that  they  ought  to  do  it  right 
down  there  in  Florida  or  require 
Morton  Thiokol  or,  whoever  was  going 
to  be  the  contractor,  to  have  the 
plants  relocated. 

I  remember  specifically  getting  into 
this  at  one  of  the  hearings.  I  lost  a 
plant  to  Flint,  MI.  I  hate  to  have  to 
acknowledge  that,  but  this  is  modem- 
day  industry.  The  automobile  industry 
now  requires  the  textile  folks,  when 
they  make  the  automobile  carpet  and 
upholstery,  to  have  a  4-hour  delivery. 
And  you  carmot  make  carpet  in  Green- 
ville, SC,  and  deliver  it  in  4  hours  to 
Flint,  MI. 

So  the  J.P.  Stevens  Co.  relocated 
that  particular  plant  all  the  way  up  to 
Flint.  The  engineers,  the  designers, 
the  officials  of  both  the  automobile 
company  and  J.P.  Stevens  sat  around 
a  table  and  they  agreed  to  this  ahead 
of  time.  And  it  is  all  computerized. 
They  tell  me  there  are  3,000  to  4,000 
variations  as  to  whether  it  has  white 
sidewalls  or  whether  it  has  a  particu- 
lar transmission  or  has  this  kind  of 
backup  light  or  that  kind  of  particular 
machinery,  there  are  all  kinds  of  vari- 
ations. It  is  all  computerized.  And  if 
they  want  this  particular  color  and 
texture  of  carpet,  they  punch  the  com- 
puter, which  punches  the  computer 
down  the  row,  and  it  is  delivered 
within  an  hour.  They  do  not  have  the 
cost  of  warehousing.  And,  as  a  busi- 
nessman, you  and  I  can  understand 
that.  That  cuts  down  the  costs  and 
that  cuts  down  warehousing.  This 
gives  instant  service.  And  so.  in  order 
to  compete,  private  industry  says,  "Re- 
locate you  plant." 

But  not  political  or  government  in- 
dustry. Oh,  you  come  up  and  tell  the 
politicians  and  they  believe  anything 
you  tell  them.  Well,  we  will  not. 
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You  can  say,  "Look,  if  you  want  to 
compete  on  this  particular  contract, 
you  have  to  put  in  there  as  a  cost  the 
plant  down  there." 

That  is  cheap  compared  to  millions 
and  millions  of  dollars  that  we  are 
spending  down  here.  And  if  that  is 
what  is  takes,,  a  solid  rocket  booster, 
without  any  joints  and  without  any  O- 
rings.  without  any  of  the  "poofing" 
out  and  everything  else,  then  so  be  it. 
Let  us  build  it  down  there. 

Well,  I  was  pretty  worked  up  on  that 
particular  score,  but  I  can  see  why 
they  were  not  worked  up.  They  al- 
ready had  the  solution  in  mind  and  did 
not  even  need  another  contractor. 
They  had  been  working  on  this  thing 
since  1981-82,  3  or  4  years,  and  had  al- 
ready given  the  order  and  already 
have  the  fix. 

So,  necessarily,  they  were  not  worry- 
ing about  Senator  Rollings  talking 
about  a  solid  rocket  booster  without 
the  joints  and  without  the  O-rings.  So 
we  now  begin  to  understand. 

Referring  now  back  to  the  article: 

On  Feb.  4,  Marshall  officials  met  with 
shuttle  contractors  to  discuss  "acceleration" 
of  work  on  new  steel  casings,  according  to 
documents  released  by  the  Rogers  commis- 
sion. The  February  1987  arrival  date  was 
abandoned  for  more  urgent  application  of 
the  new  design. 

Lawrence  B.  Mulloy,  who  then  headed  the 
booster  program  at  Marshall,  told  the 
Rogers  panel  six  days  later,  "We  now  will 
have  the  first  of  those  parts  delivered  in 
1986,  in  August  of  1986." 

Can  you  imagine  that? 
We  now  will  have  the  first  of  those  parts 
delivered  in  1986,  in  August  of  1986. 

That  has  already  passed. 

Mr.  Mulloy's  testimony,  at  the  commis- 
sion's first  closed  session,  contained  his  first 
reference  to  the  new  booster  casings.  His  re- 
marks troubled  the  commissioners. 

This  is  what  I  want  to  go  into  more 
thoroughly,  because  even  this  story 
leaves  out  certain  details. 

Neil  A.  Armstrong,  former  astronaut  and 
panel  vice  chairman,  said  he  thought  the 
public  would  not  understand  why  tne  pro- 
posed solution  to  the  booster  joint  problem 
had  not  already  been  applied. 

Mr.  Armstrong  said:  "I  am  concerned,  Mr. 
Chairman,  in  looking  ahead  at  the  perspec- 
tive of  the  audience  and  the  people  listen- 
ing, that  we  will  have  demonstrated  that 
there  was  a  concern  in  this  particular  tech- 
nicstl  area,  but  it  wasn't  deemed  dangerous 
to  fly,  it  was  deemed  safe  to  fly,  but  it  was 
also  deemed  that  it  ought  to  be  fixed  and  be 
better,  and  work  was  going  on,  which  makes 
an  understandable  story  to  me,  but  I  am  not 
sure  that  it  will  be  understandable  to  every- 
body else." 

Mr.  Armstrong,  I  plead  guilty.  It  Ls 
not  understandable  to  me  and  I  do  not 
think  it  should  be  understood.  I  do  not 
think  it  should  be  understood. 

'Why  was  it  safe?"  he  said  people  would 
wonder.  "  'And  if  it  was,  why  were  you 
fixing  it?"  And  that  concerns  me  a  little  bit." 

"It  concerns  us  as  well."  said  Jesse  Moore, 
then  director  of  the  shuttle  program. 

Dr.  Richard  F.  Peynman,  a  Nobel  Prize 
winner  in  physics  and  one  of  the  panel's 


most  outspoken  members,  agreed.  "It  does 
look  terrible,"  he  said. 

So  they  had  found  out  at  the  very 
first  hearing  what  looked  terrible  and 
they  already  had  a  fix  and  they  knew 
about  it  and  should  have  known  about 
it  for  years. 

But  let  me  refer  now  to  the  story  as 
it  goes  on: 

Mr.  Rogers,  the  chairman,  turned  his  col- 
leagues away  from  this  line  of  questioning, 
saying  their  investigation  should  focus  on 
events  leading  up  to  shuttle  mission  51-L, 
Challenger's  last,  rather  than  on  planning 
that  was  under  way  at  NASA.  Mr.  Rogers 
said:  "If  you  went  through  all  of  the  things 
that  Larry  has  gone  through  and  then  the 
last  question  is,  does  any  of  this  relate  to 
51-L,  and  the  answer  is  no,  everybody  is 
going  to  say.  well,  why  did  you  spend  all  of 
that  time  on  it?" 

Can  you  imagine  that?  Not  wanting 
to  go  back  to  what  they  knew  was 
wrong  right  at  that  particular 
moment?  It  looked  very  serious  to 
them  and,  asked  why  it  was  not  done, 
he  is  saying  the  exact  opposite.  We 
ought  to  send  Rogers  to  negotiate  for 
Daniloff. 
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They  are  now  telling  us  that  Dani- 
loff was  a  spy  and  the  Soviet  Zakharov 
was  the  fix;  that  we  had  laid  it  on; 
that  it  was  a  total  charade;  that  we 
had  entrapped  him.  For  exactly  what 
happened  to  Daniloff,  they  blame  us. 

For  exactly  what  should  have  been 
done,  Mr.  Rogers  is  blaming  the  Com- 
mission. He  would  be  a  wonderful  ne- 
gotiator to  send  on  the  Daniloff  case. 
He  thinks  backward.  I  have  never  seen 
such  a  thing  as  this. 

Mr.  President,  to  repeat: 

Mr.  Rogers,  the  chairman,  turned  his  col- 
leagues away  from  this  line  of  questioning, 
saying  their  investigation  should  focus  on 
events  leading  up  to  shuttle  mission  51-L. 
Callengers  last  rather  than  on  planning 
that  was  under  way  at  NASA.  Mr.  Rogers 
said:  "If  you  went  through  all  of  the  things 
that  Larry  has  gone  through  and  then  the 
last  question  is,  does  any  of  this  relate  to 
51-L,  and  the  answer  is  no,  everybody  is 
going  to  say,  well,  why  did  you  spend  all  of 
that  time  on  it?" 

Although  the  commission's  final  report 
did  not  deal  with  the  capture  features  his- 
tory, much  of  it  is  detailed  in  more  than 
122,000  pages  of  documents  and  12.000 
pages  of  testimony  the  panel  made  public. 

In  May  the  first  of  the  new  steel  cases  was 
delivered  to  a  subcontractor  in  California 
for  machining,  including  cutting  the  cap- 
ture feature. 

On  June  6  the  Presidential  commission 
issued  its  final  report.  The  text  of  the  256- 
page  document  made  no  mention  of  the  cap- 
ture feature  or  the  72  new  steel  casings. 

Can  you  imagine  such  a  thing?  The 
256-page  document— the  Rogers  Com- 
mission report— made  no  mention  of 
the  capture  feature  of  the  72  new  steel 
casings. 

On  June  12,  L.  Michael  Weeks,  NASA's 
deputy  associate  administrator  (technical) 
for  space  flight,  told  a  Congressional  hear- 
ing, "The  72  casings  were  ordered  because 
we  knew  the  rotation  problem  was  serious. " 


The  fact  that  the  work  got  under  way  in 
July  1985  "is  now  saving  us  six  to  nine 
months  in  the  implementation  program, "  he 
said. 

Asked  if  shuttle  flights  should  have  con- 
tinued in  1985  despite  the  program  to  fix 
the  boosters.  Mr.  Weeks  responded  that 
NASA  officials  believed  continued  flights 
were  reasonable  given  their  knowledge  at 
the  time. 

On  Aug.  12  at  a  news  conference  in  Ala- 
bama, Marshall  unveiled  its  redesign  of  the 
booster  joint.  The  main  element  was  the 
capture  feature. 

It  is  not  mentioned  at  all  in  the 
Rogers  Commission  report. 

Mr.  President,  I  ask  unanimous  con- 
sent that  I  may  yield  to  the  distin- 
guished Senator  from  Kentucky  and 
the  distinguished  Senator  from  Michi- 
gan and  that  I  not  lose  the  floor  so 
that  I  may  resume. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered.  The  Senator  from  Ken- 
tucky. 

TORT  LITIGATION  REFORM  ACT  OP  1986 

Mr.  McCONNELL.  Mr.  President, 
today  I  submit  the  Tort  Litigation 
Reform  Act  of  1986  as  an  amendment 
in  the  form  of  a  substitute  for  S.  2760, 
the  Product  Liability  Reform  Act.  The 
time  has  come  for  Congress  to  take  af- 
firmative action  on  tort  reform.  This 
body  has  been  delaying  far  too  long. 
The  American  people  are  demanding 
action.  They  want  it,  they  need  it,  and 
they  would  like  to  have  it  now.  But  as 
I  have  asserted  here  time  after  time,  it 
is  simply  inadequate  to  move  on  legis- 
lation limited  to  product  liability 
alone. 

Mr.  President,  according  to  informa- 
tion published  by  the  Administrative 
Office  of  the  U.S.  Courts,  it  is  quite 
apparent  that  we  are  witnessing  dra- 
matic trends  in  the  litigiousness  of  our 
society.  In  1961,  21,205  tort  cases  com- 
menced in  the  Federal  courts.  By  1985 
that  figure  had  almost  doubled  to 
41,593.  Those  figures  represent  all  tort 
and  personal  injury  suits  filed.  If  we 
delete  those  suits  involving  motor  ve- 
hicles and  property  cases,  the  figures 
are  even  more  pertinent.  In  1961  there 
were  10.577  such  actions,  while  in  1986 
there  were  30,784,  almost  a  threefold 
increase. 

One  extraordinary  statistic  is  that 
while  motor  vehicle  suits  actually  de- 
creased substantially  over  that  same 
period  of  time,  from  9,083  to  6,776, 
that  is  by  about  one-third,  medical 
malpractice  suits  commencing  in  Fed- 
eral court  went  from  385  in  1978  to 
1,779  in  1985,  an  incredible  percentage 
increase  of  426  percent. 

Similarly,  between  1974  and  1984 
product  liability  suits  filed  in  Federal 
court  increased  580  percent.  Trends 
such  as  this  in  such  areas  as  medical 
malpractice,  product  liability,  and  mu- 
nicipal liability  have  also  been  estab- 
lished by  such  reputable  organizations 
as  the  Rand  Corp.'s  Institute  for  Civil 
Justice.  These  studies  point  not  only 
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to  the  increase  in  the  numbers  of  such 
actions,  but  also  to  the  relatively 
higher  damage  awards  amd  instances 
of  punitive  damages  in  these  types  of 
suits.  One  illustration  as  revealed  by 
the  institute  is  that  between  1960  and 
1979  in  Cook  County.  IL.  Chicago,  a 
plaintiff  who  was  injured  due  to  medi- 
cal malpractice  was  awarded  an 
amount  that  was  3'/2  times  the  amount 
awarded  to  a  plaintiff  for  a  similar 
injury  due  to  an  accident  on  property, 
such  as  a  slip  and  fall  case. 

Product  liability.  Mr.  President, 
while  commendable,  does  not  even 
begin  to  address  let  alone  resolve  this 
Nation's  liability  crisis.  It  cannot  re- 
solve the  plight  of  our  municipalities, 
and  thus  threatens  their  ability  to  pro- 
vide our  citizens  police  and  ambulance 
service,  or  cope  with  liability  suits 
against  the  public  schools  and  public 
hospitals  or  provide  basic  health,  sani- 
tation, and  other  critical  services.  Can 
we  afford  to  close  our  eyes  to  these 
other  categories  that  will  be  provided 
no  relief?  The  product  liability  bill 
would  not  address  what  has  become 
the  most  glaring  and  shameful  conse- 
quence of  the  liability  crisis:  The  vic- 
timization of  this  Nation's  medical 
profession. 

Nor  does  it  relieve  from  the  excesses 
of  our  liability  system  other  profes- 
sionals such  as  engineers,  architects, 
accountants,  and,  yes.  even  lawyers. 

A  product  liability  bill  cannot  grap- 
ple with  the  woes  of  our  Nation's 
small  business  community,  the  service 
and  retail  industry.  These  are  not  in- 
dustrial giants  who  can  absorb  or  pass 
along  the  outrageous  cost  of  litiation. 
That  is  why  this  past  August,  this 
year,  the  delegates  to  the  White 
House  Conference  on  Small  Business 
identified  comprehensive  tort  reform, 
and  not  merely  product  liability 
reform,  as  their  No.  1  priority.  That  is. 
Mr.  President,  the  No.  1  priority  of  the 
White  House  Conference  on  Small 
Business  was  identified  as  comprehen- 
sive tort  reform. 

A  product  liability  bill  cannot  reach 
the  needs  of  the  volunteer  officers  and 
directors  of  this  Nation's  charitable  in- 
stitutions either.  It  would  not  help  the 
Boy  Scouts.  It  would  not  help  the  Girl 
Scouts,  the  Cub  Scouts,  and  the 
Browmes  who  must  now  pay  a  sur- 
charge to  meet  the  rising  costs  of  li- 
ability insurance. 

And  then.  Mr.  President,  there  is  the 
ultimate  victim,  the  American  con- 
sumer and  the  American  worker.  As 
litigation  expenses  and  insurance  costs 
increase,  so  do  the  prices  of  goods  and 
services.  Price  increases  deteriorate 
our  abilities  to  compete  with  foreign 
products. 
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There  are  no  winners.  Mr.  President, 
it  is  the  obligation  of  the  elected  rep- 
resentatives of  the  citizens  of  this 
country  to  set  sound  and  equitable 


public  policy  for  all  segments  of  this 
society  and  not  just  for  some.  If  the 
provisions  of  S.  2760  are  just  for  those 
engaged  in  product  liability  litigation, 
they  are  equally  fair  for  all  our  citi- 
zens. 

My  substitute  would  correct  this 
flaw  by  broadening  the  scope  of  S. 
2760.  and  enact  comprehensive  tort 
reform  across  the  board  at  the  Federal 
level. 

Mr.  President,  over  the  course  of 
this  session  of  Congress.  I  have  partici- 
pated in  and  chaired  several  hearings 
that  focused  on  the  need  for  tort 
reform.  The  message  we  received  was 
quite  clear.  As  I  said  earlier,  the  Amer- 
ican public  want  tort  reform  now! 

This  message  was  brought  home  by 
a  recent  Lou  Harris  survey.  It  conclud- 
ed that:  "The  American  people  favor 
radical  change  in  the  laws  governing 
liability  suits."  It  found  that  two- 
thirds  of  those  surveyed  felt  that  it  is 
'too  easy  to  sue  for  damages. "  Two- 
thirds  felt  monetary  judgements  are 
"too  excessive"  and  would  cap  non- 
medical awards  at  $150,000. 

This  is  the  public  talking  here.  Mr. 
President,  through  the  Lou  Harris 
polls. 

An  extraordinary  80  percent  listed 
as  a  primary  cause  for  this  runaway 
litigation  to  be.  as  the  poll  put  it. 
"Lawyers  looking  for  big  contingency 
fees." 

Mr.  President,  let  us  not  point  fin- 
gers. Let  us  not  waste  our  time  attrib- 
uting blame.  There  is  enough  blame  to 
go  around.  It  is  certainly  not  fair  to 
single  out  lawyers  as  the  sole  cause  for 
the  liability  crisis.  The  rules  of  ethics 
require  lawyers  to  zealously  advocate 
the  cause  of  their  clients. 

Certainly,  manufacturers  must  share 
the  blame,  to  the  extent  they  produce 
defective  products.  Certainly,  the  in- 
surance industry  has  to  shoulder  some 
blame  for  its  peculiar  pricing  and  un- 
derwriting methods.  And.  I  might  add. 
my  substitute  would  ask  the  General 
Accounting  Office  to  investigate  the 
relative  culpability  of  the  insurance 
industry  in  exacerbating  the  liability 
crisis. 

But.  Mr.  President,  beyond  any  spe- 
cific class  of  citizens,  it  has  been  the 
notorious  social  welfare  mentality,  fos- 
tered by  the  New  Deal  and  the  Great 
Society  programs,  that  has  inspired 
our  legal  system  to  set  out  to  harness 
the  "deep  pockets  "  of  our  society  to 
pay  the  escalating  costs  of  a  liability 
system  gone  amok. 

Our  courts  and  our  judges,  it  is  sad 
to  say.  have  done  much  to  fan  these 
flames  and  little  to  extinguish  them. 
But.  I  must  confess,  our  legislative 
bodies  are  equally  to  blame  for  failing 
to  shoulder  their  responsibilities  in  re- 
solving this  societal  problem.  The  time 
has  clearly  come  for  Congress  to  exer- 
cise its  constitutional  duty  to  check 
and  balance  the  flaws  and  abuses  that 
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have   developed 
system. 

To  this  end.  I  introduce  the  Tort 
Litigation  Reform  Act  of  1986  as  an 
amendment  in  the  form  of  a  substitute 
for  S.  2760.  This  bill  is  not  created  out 
of  whole  cloth,  but  rests  upon  the 
legacy  of  other  efforts  at  tort  reform. 

Earlier  this  year,  I  introduced  S. 
2046.  the  Litigation  Abuse  Reform  Act 
of  1986.  that  represented  a  compre- 
hensive attempt  at  tort  reform.  This 
substitute  builds  upon  that  and.  in  ad- 
dition, encompasses  many  of  the  laud- 
able provisions  of  S.  2760  and  its  pred- 
ecessor bills— developed  in  large  part 
by  Senators  Kasten  and  Danforth. 

I  think  this  would  be  an  appropriate 
time,  certainly,  to  praise  the  efforts  of 
both  those  Senators  over  the  years  in 
the  field  of  product  liability. 

Mr.  President,  let  me  state  at  this 
point  that  my  substitute  is  certainly 
not  cast  in  concrete.  It  does  not  con- 
tain any  magic  formulas  for  tort 
reform— only  reasonable  and  equitable 
proposals.  I  remain  flexible  and  look 
forward  to  working  with  my  colleagues 
to  produce  legislation  that  will  effec- 
tively address  this  Nation's  ailing  civil 
justice  system. 

Specifically,  this  substitute  would  es- 
tablish unform  rules  and  standards  for 
most  personal  injury,  tort  litigation  in 
this  Nation.  In  addition  to  product  li- 
ability, these  standards  would  apply  to 
professional  malpractice,  common  neg- 
ligence and  other  personal  injury  ac- 
tions, but  would  explicitly  not  apply— I 
repeat,  not  apply— to  loss  or  damage  to 
a  product,  commercial  loss  or  quasi- 
criminal  intention  torts  such  as  as- 
sault, batter,  and  so  forth. 

In  general,  it  would  preempt  all  in- 
consistent State  and  Federal  law.  but 
would  not  affect  areas  of  the  law  not 
covered  by  this  amendment.  Further- 
more, the  amendment  specifically  does 
not  affect  the  doctrine  of  sovereign 
immunity. 

The  amendment  retains  the  forum 
non  conveniens  provision  of  S.  2760,  as 
well  as  the  provision  limiting  Federal 
court  jurisdiction. 

The  amendment  would  encourage 
the  use  of  alternative  dispute  resolu- 
tion techniques.  Attorneys  would  be 
required  to  inform  their  clients  of  the 
availability  of  alternative  dispute  reso- 
lution techniques.  If  the  parties  and 
the  court  fail  to  agree  upon  the  use  of 
ADR.  however,  a  mandatory  media- 
tion procedure  would  be  triggered. 
This  mediation  procedure  has  been 
successfully  used  in  an  increasing 
number  of  jurisdictions  around  the 
country. 

The  doctrine  of  joint  and  several  li- 
ability would  be  modified.  A  party 
would  be  liable  for  damages  only  to 
the  extent  of  such  party's  proportion- 
ate responsibility  unless:  First,  the 
parties  acted  consciously  in  concert;  or 
second,  a  party  is  deemed  to  be  over 
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50-percent  responsible  for  the  harm 
caused. 

In  other  words,  Mr.  President,  a  de- 
fendant not  at  least  50  percent  respon- 
sible could  not  be  assessed  100  percent 
of  the  damage. 

The  collateral  source  rule  would  be 
modified.  Any  judgment  would  be 
automatically  set-off  by  any  collateral 
benefits.  This  set-off  would  be  modi- 
fied if  the  beneficiary  contributed— 
through  insurance  premiunvs  or  pay- 
roll deductions,  etc.— to  the  availabil- 
ity of  these  benefits. 

A  separate  section  deals  with  the 
offset  of  worker  compensation  bene- 
fits. This  section,  in  general,  follows  S. 
2760.  Worker  compensation  benefits 
would  be  deducted  from  any  third- 
party  judgment.  The  employer's  sub- 
rogation lien  would  be  eliminated,  as 
would  the  third  party's  right  to  seek 
contribution  from  the  employer.  An 
employee  could  only  directly  sue  the 
employer  for  the  commission  of  an  in- 
tentional tort— such  as  an  assault. 

A  periodic  payment  schedule  would 
be  determined  by  the  court  for  any 
judgments  over  $100,000.  In  addition, 
the  amendment  would  set  a  cap  of 
$500,000  for  noneconomic  damages. 
This  generous  cap  would  in  no  way 
affect  wage  loss  or  medical  payments 
or  other  economic  benefits,  nor  would 
it  limit  the  amount  of  punitive  dam- 
ages that  could  be  awarded  to  the 
claimant. 

As  in  my  earlier  bill.  S.  2046,  I  have 
included  a  sliding  scale  for  maximum 
attorney  contingency  fees.  An  attor- 
ney fee  could  be  no  more  than  35  per- 
cent of  the  first  $100,000,  25  percent  of 
the  next  $400,000,  and  no  more  than 
10  percent  of  the  excess  over  $500,000. 

Punitive  damages  could  be  awarded 
only  if  the  trier  of  fact  determined  by 
clear  and  convincing  evidence  that  the 
defendant  engaged  in  conduct  consti- 
tuting an  extreme  departure  from  ac- 
cepted standards  of  conduct  and  mani- 
festing a  conscious,  flagrant  indiffer- 
ence to  the  safety  of  others.  The  court 
would  subsequently  determine  the 
amount  of  punitive  damages,  based 
upon  an  evaluation  of  enumerated  cri- 
teria. In  most  cases,  there  could  be  no 
award  of  punitive  damages  unless 
there  is  a  finding  of  compensatory 
damages.  Punitive  damages  would  be 
limited  to  three  times  the  amount  of 
compensatory  damages  or  $100,000, 
whichever  is  greater.  There  would  be 
certain  exceptions  for  which  no  puni- 
tive damages  could  be  granted. 

This  amendment  would  establish  a 
general  negligence-based  standard  of 
liability.  However,  separate  standards 
are  created  for  the  liability  of  product 
manufacturers,  as  well  as  for  retailers 
and  distributors  of  products. 

For  manufacturers,  a  negligence 
standard  would  prevail  for  product 
design  and  failure  to  warn  of  causes  of 
action.  Strict  liability  would  govern  de- 
fects in  manufacture  or  a  breach  of  an 


express  warranty.  Defenses  would  be 
created  for  compliance  with  Govern- 
ment specifications,  state  of  the  art, 
and  for  unreasonable  or  unforeseeable 
use  or  alteration  of  a  product.  A  prod- 
uct that  is  inherently  dangerous  could 
only  result  in  liability  to  the  manufac- 
turer if  it  is  more  dangerous  than  ex- 
pected and  its  use  results  in  more 
harm  than  utility  to  consumers. 

Products  sellers  would,  in  general, 
only  be  liable  for  their  own  negligent 
conduct.  However,  they  would  be 
treated  as,  and  held  liable  as,  the  prod- 
uct manufacturer  if  the  manufacturer 
is  not  subject  to  service  of  process  or  is 
judgment  proof.  This  section  is  identi- 
cal to  section  302  of  S.  2760. 

This  amendment  would  impose  sanc- 
tions upon  attorneys  bringing  actions 
in  bad  faith  or  who  purposefully 
impede  the  just,  speedy  or  inexpensive 
resolution  of  an  action. 

This  amendment  also  adopts  in  full 
the  uniform  time  limitations  dealing 
with  statutes  of  limitation,  statutes  of 
repose  and  useful  safe  life  periods— in- 
cluding all  the  enumerated  excep- 
tions—contained in  section  303  of  S. 
2760.  It  also  adopts  the  provision  deal- 
ing with  the  evidentiary  value  of  sub- 
sequent remedial  measures. 
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Finally,  the  amendment  would  elimi- 
nate the  insurance  data  collection  re- 
quirement contained  in  S.  2760  and 
offer  instead,  Mr.  President,  the  fol- 
lowing proposal.  Instead  of  the  data 
collections  section  in  S.  2760,  I  would 
have  the  Comptroller  General  be  in- 
structed to  conduct  a  study  of  the  in- 
surance availability  and  affordability 
crisis  to  determine  the  extent  to  which 
the  insurance  industry  itself  either 
caused  or  exacerbated  the  liability 
crisis. 

Now,  Mr.  President,  let  me  say  in 
summary  that  after  working  on  this 
issue  for  over  a  year,  I  am  increasingly 
of  the  opinion  that  the  only  way  to  go, 
if  we  are  going  to  have  tort  reform  at 
the  Federal  level,  is  with  a  comprehen- 
sive tort  reform  proposal. 

It  makes  no  sense  and  does  not  yield 
a  desirable  result  to  segment  out  only 
that  portion  of  our  society  manufac- 
turing products  and  say  those  people 
are  entitled  to  some  relief,  some  cap 
on  damages,  some  relief  on  contingen- 
cy fees,  some  change  in  the  collateral 
source  rule.  Only  those  people  deserve 
certainty. 

If  the  tort  system  in  America  is  truly 
in  a  crisis— and  if  you  look  at  the  sta- 
tistics, Mr.  President,  in  the  area  of 
suits  against  professionals,  suits 
against  officers  and  directors,  suits 
against  municipalities,  the  crisis  is 
being  created  in  the  area  of  charities 
in  terms  of  getting  their  work  done, 
the  Boy  Scouts,  the  Girl  Scouts,  those 
kinds  of  activities,  clearly  there  is  a 
crisis  in  America— It  is  a  crisis  that 
cries  out  for  a  Federal  solution.  The 


State-by-State  approach  Is  simply  not 
going  to  get  the  job  done. 

It  is  an  area  in  which  the  Federal 
Government  should  step  in,  not  to 
create  a  new  Federal  agency,  not  to 
create  new  Federal  jobs,  but  to  create 
standards,  standards  beyond  which 
any  State  judge  or  Federal  court  judge 
can  go.  Parameters,  if  you  will,  param- 
eters superimposed  over  the  tort 
system,  which  has  been  allowed  to  go 
too  far. 

It  is  only  with  those  federally  pre- 
scribed parameters,  across  the  board 
in  my  judgment,  that  you  will  have 
some  predictability,  some  certainty  in 
the  system,  which  will  produce  the  de- 
sired result.  I  think  you  can  do  it,  Mr. 
President,  without  abusing  the  rights 
of  victims,  and  I  think  you  can  do  it  in 
a  way  that  helps  a  whole  other  set  of 
victims  that  the  opponents  of  this 
kind  of  legislation  do  not  focus  upon. 
Those  other  victims  are  the  Boy 
Scouts,  the  Girl  Scouts,  the  small  busi- 
nessmen, the  little  cities. 

I  might  say  parenthetically  that 
when  1  was  home  in  August  I  had  a 
mayor  of  a  small  town  in  southeast 
Kentucky  say  to  me,  'I  have  just 
gotten  my  liability  insurance  bill  for 
next  year  and."  he  said.  "I  want  you  to 
know  it  is  bigger  than  my  budget. 
Bigger  than  my  budget. " 

The  little  cities  in  Kentucky  are  tell- 
ing me,  Mr.  President,  this  is  a  much 
bigger  crisis  than  the  possibility  of 
losing  revenue  sharing.  They  are  not 
happy  about  that,  of  course,  but  this  is 
even  bigger.  This  is  even  bigger.  And 
so  without  some  predictability 
throughout  the  system,  not  just  for 
the  big  guy,  the  product  manufactur- 
er, but  for  everybody  else,  we  will  not 
tiave  the  kind  of  relief  from  the  insur- 
ance crisis  that  we  need. 

Some  people  have  said.  "Well,  let's 
just  retain  the  risk;  let's  make  it  easier 
to  retain  the  risk  and  not  harder." 
That  is  fine,  make  it  easier  for  people 
to  self-insure,  and  when  you  do  that, 
they  are  in  the  insurance  business  and 
they  look  at  the  tort  system  in  Amer- 
ica and  they  have  the  problem,  with 
the  unpredictability,  with  the  litigious 
society,  with  the  whole  system  run- 
ning amok. 

And  so  clearly,  Mr.  President,  there 
is  one  obvious  solution  to  this  prob- 
lem, and  that  is  comprehensive  tort 
reform  at  the  Federal  level,  standards 
to  be  applied  in  both  Federal  courts 
and  State  courts  throughout  the  land 
that  will  give  us  a  sense  of  where  we 
are  in  this  field,  a  field  that  has 
changed  so  drastically  in  the  20  years 
since  I  graduated  from  law  school. 

Back  when  I  was  in  law  school  and 
we  studied  torts,  the  general  feeling 
was  that  there  had  to  be  some  fault 
before  you  could  be  assessed  damages. 
What  has  evolved  over  the  last  20 
years  is  the  notion  that  if  anybody 
gets  hurt  for  any  reason,  somebody 
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must  pay.  And,  of  course,  who  is 
paying  is  all  of  us.  because  that  cost  of 
that  is  being  passed  on  to  the  insur- 
ance-paying public.  It  has  to  stop.  It 
has  to  come  to  an  end  now. 

I  understand  my  friends  who  are 
plaintiff  lawyers  do  not  like  this;  They 
benefit  enormously  from  the  current 
system,  and  we  are  not  here  to  put 
them  down.  They  have  taken  advan- 
tage of  a  system  that  has  evolved  that 
benefits  them  greatly.  I  do  not  blame 
them.  That  is  the  way  the  adversarial 
system  works,  but  we  are  not  here  in 
this  body  to  stand  up  for  a  system  that 
has  broken  down,  a  system  in  which 
the  transaction  costs,  Mr.  President,  in 
a  large  percentage  of  tort  cases 
today— in  others  words,  the  cost  of  the 
court  and  the  cost  of  lawyers— is  great- 
er than  the  award  that  ultimately  goes 
to  the  plaintiff.  Something  is  obvious- 
ly wrong. 

A  lot  of  my  friends  who  are  plaintiff 
lawyers  tell  me  they  like  the  system 
the  way  it  is;  no  change.  The  system 
the  way  it  is,  no  change,  means  justice 
delayed.  It  means  justice  that  is  too 
expensive.  It  means  lawyers  in  many 
instances  who  are  being  paid  far  more 
than  they  should  be  paid.  And  so  it  is 
our  job  here  in  this  body,  in  the  Con- 
gress, to  set  the  system  right,  put  it 
back  in  balance,  and  to  do  it  in  a  way 
that  is  fair  to  both  the  aggrieved 
victim  and  the  insurance-paying 
public.  The  way  to  do  that  Mr.  Presi- 
dent, is  clearly  with  some  comprehen- 
sive tort  reform  at  the  Federal  level.  I 
would  like  to  conclude  by  asking  unan- 
imous consent  that  the  text  of  my 
amendment,  which  will  be  offered  in 
the  nature  of  a  substitute,  should  we 
have  the  opportunity  to  get  to  that 
point,  be  printed  in  the  Record. 

There  being  no  objection,  the 
amendment  was  ordered  to  be  printed 
in  the  Record. 

(The  text  of  the  amendment  is  print- 
ed in  today's  Record  under  "Amend- 
ments Submitted.") 

Mr.  McCONNELL.  I  yield  to  the 
Senator  from  Missouri. 

Mr.  DANFORTH  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Missouri. 

Mr.  DANFORTH.  Mr.  President.  I 
would  like  to  express  my  appreciation 
for  the  very  clear  comments  of  the 
Senator  from  Kentucky,  for  his  initia- 
tive in  preparing  amendments  to  the 
bill  which  we  want  to  place  before  us, 
and,  above  all,  for  his  tireless  efforts 
in  the  field  of  product  liability.  There 
are  very  few  Senators,  maybe  two  or 
three,  who  have  spent  as  much  time 
on  this  subject  as  has  Senator  McCon- 
NELL.  and  there  is  no  one  who  spent 
more  time. 

Clearly,  as  the  Senator  from  Ken- 
tucky has  pointed  out,  this  is  an  issue 
that  cries  out  for  a  solution. 
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When  the  small  business  people  hold 
their  White  House  conference  and 
they  are  asked  what  is  the  most  impor- 
tant question  before  the  country  and 
they  say  product  liability,  clearly,  it  is 
our  role  to  respond.  When  our  con- 
stituents buttonhole  us  at  every  turn 
and  tell  us  about  one  horror  story  or 
another,  of  not  being  able  to  buy  in- 
surance or  having  their  premiums  go 
up  200  or  300  percent  in  a  year,  they 
are  asking  us  to  respond. 

Our  constituents  are  not  coming  to 
us  because  they  enjoy  our  company. 
They  are  coming  to  us  because  they 
have  a  real  economic  problem,  and  it  is 
the  unavailability  and  the  cost  of  in- 
surance. 

The  Commerce  Committee  has  ad- 
dressed the  problem  of  product  liabil- 
ity because  it  is  clearly  within  our  ju- 
risdiction. The  Senator  from  Ken- 
tucky is  on  the  Judiciary  Committee, 
and  his  interests  have  been  somewhat 
broader,  substantively  broader,  than 
those  of  us  on  the  Commerce  Commit- 
tee. Yet,  it  really  is  the  same  problem. 

I  hear  it  from  manufacturers,  but  I 
also  hear  if  from  charities,  from  mu- 
nicipal governments,  from  county  gov- 
ernments, from  all  kinds  of  business 
people,  from  doctors. 

One  obstetrician  came  up  to  me  in 
an  airport  and  said  that  his  liability 
insurance,  malpractice  insurance,  was 
over  $100,000  a  year. 

People  are  leaving  the  practice  of 
medicine.  People  are  getting  out  of 
business  because  they  cannot  afford 
the  cost  of  insurance. 

It  cries  out  for  a  solution.  The  solu- 
tion is  in  our  bill.  The  Commerce  Com- 
mittee's bill  is  somewhat  different 
from  that  of  the  Senator  from  Ken- 
tucky. Wo  do  not  insist,  in  our  bill,  on 
a  fault  basis  system.  We  tried  that  a 
couple  of  years  ago  and  did  not  get 
very  far  with  it.  Our  idea  in  the  Com- 
merce Committee  is  that  there  has  to 
be  an  economic  incentive  to  settle  out 
of  court  and  that  the  only  way  to  pro- 
vided such  an  incentive  is  with  some 
system  of  caps.  You  get  a  cap  if  you 
are  prepared  to  settle— that  is  our 
theory.  Maybe  there  is  a  better 
theory. 

I  absolutely  share  the  comment  of 
the  Senator  from  Kentucky  that  noth- 
ing is  written  in  concrete,  but  we 
should  move  on  this,  and  riglit  now  we 
are  not  moving.  We  have  a  filibuster  in 
the  works.  We  cannot  even  proceed  to 
a  product  liability  bill.  It  is  absolutely 
stalemated. 

So,  when  our  constituents  come  to 
us  and  say,  "We  want  help;  we  want 
relief;  we  want  action;  we  want  Con- 
gress to  address  this  problem  of  insur- 
ance," our  response  now,  in  the  U.S. 
Senate,  is  very  clear:  "Get  lost.  Go 
away.  No.  We're  not  going  to  do  it. 
We're  going  to  protect  the  status  quo. 
We're  going  to  protect  the  system,  in 
which  court  costs  and  lawyers'  costs 


are  more  than  the  plaintiffs  are  get- 
ting." 

Mr.  McCONNELL.  Mr.  President, 
will  the  Senator  yield? 

Mr.  DANFORTH.  I  yield. 

Mr.  McCONNELL.  Mr.  President,  I 
commend  the  chairman  of  the  Com- 
merce Committee.  Had  it  not  been  for 
his  efforts,  we  would  not  have  a  bill 
here.  We  would  not  have  a  bill  on  the 
floor  of  the  U.S.  Senate  to  even  con- 
sider. 

Even  though  I  would  like  to  go  in  a 
more  comprehensive  way  at  the  prob- 
lem, I  want  to  commend  the  distin- 
guished chairman,  because  without  his 
efforts,  we  would  not  have  any  bill  to 
consider  on  the  floor  of  the  U.S. 
Senate.  Had  we  tried  to  get  one  out  of 
Judiciary,  I  say  to  my  friend  from  Mis- 
souri, we  would  still  be  waiting. 

A  lot  of  my  colleagues  on  the  Judici- 
ary Committee  say  that  we  cannot  go 
down  this  road,  that  this  offends  no- 
tions of  federalism.  I  ask  the  distin- 
guished chairman  of  the  Commerce 
Committee  if  he  has  had  a  single  busi- 
nessman over  the  years  come  up  to 
him  and  say,  "Senator  Danforth,  I  am 
concerned  that  acting  in  this  area 
might  somehow  offend  notions  of  fed- 
eralism." I  have  not  received  any  let- 
ters like  that,  and  I  wonder  if  the 
chairman  of  the  Commerce  Commit- 
tee has. 

Mr.  DANFORTH.  No.  The  Trial 
Lawyers  Association  is  opposed  to  this. 
They  are  happy  with  the  status  quo. 

I  can  think  of  a  couple  of  times  in 
recent  months  when  I  have  been  back 
in  my  State  and  there  have  been  meet- 
ings scheduled  in  the  morning,  7:30 
breakfast  meetings.  It  is  very  hard  for 
me  to  get  the  adrenaline  flowing  at 
7:30.  But  what  is  interesting  is  that  at 
these  meetings,  they  are  absolutely 
sellouts.  The  room  is  packed  with 
people,  because  they  want  to  talk 
about  product  liability.  They  want  to 
hear  about  product  liability. 

If  you  were  to  go  back  to  Kentucky 
and  announce  that  you  were  going  to 
have  a  breakfast  meeting  at  7:30  in  the 
morning,  7  in  the  morning,  6:30  in  the 
morning,  on  the  question  of  product  li- 
ability, I  guarantee  that  you  would 
pack  that  meeting  with  people  who 
have  horror  stories. 

I  think  it  is  going  to  be  difficult  for 
Members  of  the  Senate  to  go  back 
home  after  we  adjourn  and  to  meet 
with  their  constituents  and  answer  the 
question,  "Why  didn't  you  do  any- 
thing?" 

The  Commerce  Committee  did  it. 
We  reported  out  a  bill  that  was  not 
easy.  We  want  to  bring  it  to  the  floor; 
and  if  people  have  amendments,  fine. 
But  the  short  answer  is  that  we  have 
not  acted.  The  motion  to  proceed  has 
been  filibustered.  We  cannot  proceed 
on  the  floor  of  the  Senate.  We  can  do 
all  kinds  of  things.  We  can  pass  sense 
of  the  Senate  resolutions  about  terror- 
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ism,  but  we  cannot  pass  a  product  li- 
ability bill  which  really  affects  peo- 
ple's pocketbooks. 

Mr.  McCONNELL.  I  could  not  agree 
more  with  the  Senator. 

I  think  our  failure  to  act  is  inexcus- 
able and  inexplicable.  The  argimients 
that  have  been  raised  against  acting  at 
the  Federal  level— for  example,  the 
concept  that  this  somehow  violates  no- 
tions of  federalism,  which  I  mentioned 
a  moment  ago— are  not  borne  out  by 
the  facts.  This  is  a  national  problem. 
It  cries  out  for  a  national  solution  and 
for  the  National  Government  to  act. 

I  think  many  people  who  are  argu- 
ing that  the  Federal  Government  is 
stepping  into  an  area  it  should  not 
might  recall  that  20  years  ago.  the 
same  kinds  of  argimients  were  made 
against  the  Federal  civil  rights  law, 
which  was  rather  tenuously  connected 
to  the  commerce  laws  and  was  thought 
to  be  a  violation  of  some  notions  of 
federalism,  because  the  Federal  Gov- 
ernment could  step  into  a  mom  and 
pop  restaurant  in  Missouri  or  Ken- 
tucky and  tell  them  they  had  to  serve 
everyone.  No  one  today  would  argue 
that  that  was  an  unconscionable  Fed- 
eral intervention  with  a  new  Federal 
standard. 

I  predict  that  they  will  step  aside 
and  give  the  Senate  a  chance  to  act  a 
few  years  down  the  road,  and  no  one 
will  think  they  are  rewriting  substan- 
tive tort  law  of  every  State  in  America. 
That  is  not  what  we  have  done.  We 
have  set  up  standards  to  be  applied  in 
Federal  and  State  courts  and  said,  "In 
these  areas,  you  cannot  go  any  fur- 
ther." 

The  situation  absolutely  cries  out 
for  a  Federal  solution. 

Mr.  DANFORTH.  If  a  problem  that 
increases  the  price  of  every  good  and 
every  service  sold  in  this  country  does 
not  fall  within  the  commerce  clause, 
what  does? 

Mr.  McCONNELL.  It  absolutely 
cries  out  for  a  Federal  solution,  and  it 
does  not  violate  any  notions  of  federal- 
ism and  clearly  is  not  unconstitution- 
al. 

I  thank  the  chairman  of  the  Com- 
merce Committee  for  his  outstanding 
leadership  in  this  area.  It  has  meant  a 
lot  to  us.  We  will  see  how  this  debate 
unfolds. 

D  1500 

Mr.  CHILES.  Mr.  President,  I  ask 
unanimous  consent  that  I  might  pro- 
ceed for  7  minutes  as  if  in  morning 
business. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


SALUTE  TO  SCHOOL 
VOLUNTEERS  DAY 

Mr.  CHILES.  Mr.  President,  on  Sep- 
tember 8,  I  introduced  Senate  Joint 
Resolution  407,  a  measure  to  designate 


November  12  as  "Salute  to  School  Vol- 
unteers Day." 

In  Florida  last  year,  out  of  our  ap- 
proximately 2,119  schools,  1,963  of 
them  had  volunteer  programs. 

Golden  School  Awards  were  present- 
ed to  1,090  of  the  schools  whose  volun- 
teer hours  more  than  doubled  the 
number  of  their  students. 

A  total  of  121,359,  retirees,  business 
persons,  parents,  military  personnel, 
and  other  interested  individuals  con- 
tributed 5,131,211  hours  of  their  time 
to  provide  instruction  to  the  students 
in  Florida. 

Mr.  President,  that  is  an  awful  high 
number  when  you  consider  those  are 
not  PTA's.  Those  are  not  people  who 
are  assisting  in  some  other  programs. 
Those  are  actually  people  who  are 
adding  their  hours  to  provide  instruc- 
tion to  students  in  Florida. 

If  we  assign  a  nominal  value  of  $10 
per  hour  for  this  report,  in  Florida 
alone,  the  amount  exceeds  $50  million. 
I  know  that  you  will  agree  with  me 
that  this  is  an  irreplaceable  and  signif- 
icant sum  in  times  of  budget  con- 
straint like  we  face  today. 

Mr.  President,  that  is  the  statistical 
side.  Now,  I  would  like  to  share  with 
my  colleagues,  in  human  terms,  some 
of  the  volunteer  action  taking  place  in 
Florida.  These  actions  and  other  ac- 
tions like  them,  accomplished  by  over 
4  million  dedicated  volunteers  nation- 
wide, forcefully  make  the  case  for 
such  recognition. 

Not  long  ago  I  saw  a  video  presenta- 
tion by  Bill  Moyers  on  the  topic  of  cre- 
ativity. Mr.  Moyers  said  that  one  of 
the  main  reasons  our  country  had 
achieved  its  leadership  position  in 
both  international  commerce  and  in- 
novation to  benefit  mankind  was  the 
creative  ability  of  our  citizens.  But  he 
pointed  out  that  apparently  we  are 
falling  behind  in  that  capacity,  as  our 
output  in  patent  registrations  has 
dropped  significantly  in  recent  years. 
He  was  challenging  our  educational 
system  to  again  provide  individual 
stimulation  and  call  forth  that  creativ- 
ity from  our  population. 

One  group  is  heeding  that  call,  our 
school  volunteers.  They  are  doing  it  in 
a  number  of  ways  and  I  would  like  to 
make  you  aware  of  some  achievements 
by  both  individuals  and  programs. 

My  State  is  unique  in  a  number  of 
ways,  but  one  for  which  we  get  instant 
recognition  is  our  large  number  of  re- 
tirees. Of  the  50  States,  Florida  has 
the  largest  percentage  of  its  popula- 
tion falling  above  the  age  of  60.  The 
majority  of  these  retirees  are  not 
native  Floridians. 

They  came  down  to  join  us.  from  all 
parts  of  the  country.  But  they  have  in- 
vested themselves  in  our  young  people 
in  a  most  giving  and  tmselfish  manner. 

We  talk  a  lot  about  senior  citizens  as 
an  untapped  resource.  But  the  Florida 
Department  of  Education,  our  local 
superintendents,  and  their  volunteer 


coordinators  have  established  pro- 
granfis  to  tap  the  potential  of  this 
group. 

Five  years  ago  the  Broward  County 
Medical  Auxiliary,  in  Ti.  Lauderdale, 
sponsored  a  pilot  program,  "Senior 
Mentors  for  Creative  Students."  For 
many  years  we  had  utilized  older  vol- 
unteers in  the  foster  Grandparent  and 
RSVP  Programs  to  work  with  handi- 
capped and  disadvantaged  children. 
But  they  wanted  to  develop  a  program 
that  would  assist  classroom  teachers  in 
drawing  upon  the  wealth  of  human  re- 
sources in  the  retiree  community  to 
enrich,  challenge,  and  expand  ^he 
learning  experience  for  creative  and 
talented  students. 

As  you  know,  Mr.  President,  because 
of  the  budgetary  constraints,  we  find 
for  our  enriched  students  we  usually 
caimot  provide  much  in  the  way  of 
money.  We  try  to  provide,  out  of 
humane  reasons,  for  our  handicapped 
students.  But  this  percentage  of  tal- 
ented kids  do  not  get  the  attention 
that  they  should  get,  and  they  are  the 
ones  who  are  going  to  move  this  coun- 
try ever  upward. 

Their  idea  was  to  identify  both  cre- 
ative students  in  the  local  schools  and 
possible  senior  mentors  in  the  commu- 
nity. They  would  then  match  up  these 
above  average  students  one-on-one 
with  these  outstanding  achievers  and 
leaders  who  had  retired  from  their 
chosen  fields.  These  mentors  had  been 
artists,  writers,  musicians,  scientists, 
engineers,  medical  care  providers,  busi- 
ness leaders,  amd  others. 

The  program  was  such  a  success  in 
its  first  year,  that  the  Chevron  Corp. 
provided  a  $50,000  grant  to  expand  it 
in  the  second  year. 

Our  State  legislature  matched  the 
grant  in  subsequent  years,  and  this 
year  the  program  will  operate  in  22  of 
our  counties  across  the  State.  That  is 
about  a  third  of  our  counties. 

Again,  while  notable,  these  facts  do 
not  reflect  the  human  side  of  the  pro- 
gram. You  would  have  to  see: 

The  50-page  research  paper  complet- 
ed on  the  subject  of  space  law  or,  the 
engineering  project  designing  a  marine 
platform  for  a  bird  sanctuary,  or.  the 
marketable  computer  program  soft- 
ware in  mathematics.  All  of  which 
were  achieved  by  elementary  school 
children.  Then  you  begin  to  get  some 
feel  for  the  impact  of  this  intergenera- 
ticnal  sharing. 

There  is  another  program  that  will 
be  statewide  in  its  application  for  the 
first  time  this  year.  That  program  is 
called  "NIKE,"  not  for  missiles,  nor 
athletic  shoes,  but  "Neighbors  In- 
volved in  Kids  Education."  This  is  a 
learning  enrichment  program  for 
latch-key  children  after  school  and 
over  the  summers. 

Academic  enrichment  clubs  are 
sponsored  by  community  organizations 
like    the    YMCA,    sororities,    AARP 
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chapters,  the  Junior  League,  or  others 
to  tutor  our  children  in  the  after- 
noons. One  notable  development  is 
that  classes  in  our  middle  schools  are 
now  sponsoring  NIKE  clubs  for  classes 
in  the  elementary  schools.  While  this 
program  began  in  Florida.  I  am 
pleased  to  announce  that  in  1986  it 
will  be  implemented  in  23  other 
States. 

Under  the  NIKE  Program  we  are 
able  to  offer  a  positive,  structured  en- 
vironment for  children  in  their  own 
neighborhoods,  while  they  are  not  in 
school  and  while  their  parents  are  at 
work.  In  times  like  these,  when  drug 
abuse  and  child  abuse  are  much  dis- 
cussed and  of  great  concern  here  in 
the  Senate,  I  feel  that  we  should  rec- 
ognize what  our  folks  back  home  are 
doing  to  cope  with  these  problems.  An- 
other volunteer  program  is  moving  in 
the  same  direction,  that  program,  the 
"Liisten  to  Children  Program,"  is  a  co- 
operative program  between  the  com- 
munity health  clinics  and  the  schools. 
Volunteers  are  trained  by  the  clinic 
staffs  to  help  troubled  elementary  stu- 
dents improve  their  interpersonal  rela- 
tionships and  develop  a  stronger  self- 
image. 

Our  teachers  in  most  cases  just  do 
not  have  the  time  to  spend  one-on-one 
with  a  troubled  child  to  become  a  pro- 
vider of  primary  counseling,  or  to  de- 
velop a  relationship  with  that  child 
which  would  allow  for  an  appropriate 
referral  for  more  advanced  treatment 
in  the  community  clinics.  Our  volun- 
teers have  been  able  to  achieve  those 
objectives,  and  our  children  are  now 
getting  help  in  these  cases. 

No  discussion  of  school  volunteers  in 
Florida  would  be  adequate  without 
consideration  of  the  contributions  by 
our  business  community.  It  is  called 
the  "Business/Education  Partner- 
ship," and  it  takes  many  forms: 

Like  the  Houston  Astro 's  Profession- 
al Baseball  Team  who  have  their 
training  camp  in  Osceola  County  and 
provide  tutorship  for  the  students 
there  in  teamwork,  self-discipline,  and 
followthrough;  or,  the  Harris  Corp.,  in 
Cape  Canaveral  that  through  a  re- 
lease-time program  sends  engineers 
and  space  scientists  into  the  school 
system  to  train  teachers  and  inspire 
students;  or,  the  Pratt-Whitney  Divi- 
sion of  United  Technology  that  allows 
an  engineer  to  bring  a  $14,000  photo 
micrometer  into  a  classroom  in  West 
Palm  Beach  to  illustrate  the  solution 
of  engineering  problems  and  how 
space  technology  spawned  our  ability 
to  do  arthriscopic  surgery;  or,  the 
Sperry  and  Honeywell  Corp.,  in  St.  Pe- 
tersburg that  through  a  time-release 
program  expand  and  enrich  the  cur- 
riculum for  the  Pinellas  County 
schools;  or,  like  Arnold's  Grocery  in 
Julington  Creek,  PL. 

While  most  of  you  would  recognize 
the  cities  I  have  mentioned  before,  I 
doubt  that  many  of  you  have  ever 


been  to  Julington  Creek.  It  is  a  very 
small  community  near  Jacksonville, 
comprised  of  the  Julington  Creek  Ele- 
mentary School,  a  few  homes  and  the 
grocery  store  run  by  the  Arnold 
family. 

Arnold's  Grocery  adopted  the  ele- 
mentary school  for  a  business/educa- 
tion partnership.  The  field  trips  are 
taken  to  the  different  sections  of  the 
store,  like  the  butcher's  section,  and 
the  Arnolds  donate  the  hot  dogs  for 
the  Halloween  carnival,  and  support 
other  school  activities. 

From  the  largest  corporations  to  the 
small  family-owned  business  they  are 
contributing  freely  both  of  their  per- 
sonnel's expertise  and  their  services. 

You  might  say  that  is  to  be  expect- 
ed—they should  contribute  to  their 
communities.  But,  the  activities  we  are 
observing  go  beyond  just  pro  forma  ac- 
tions. I  feel  they  demonstrate  an  un- 
derstanding and  commitment  to  en- 
hancing the  capacity  of  our  children 
to  again  achieve  standards  of  excel- 
lence. They  do  not  have  to  make  this 
contribution,  they  do  it  because  they 
care. 

In  Pensacola,  Orlando,  and  Jackson- 
ville the  U.S.  Navy  has  joined  with  the 
school  districts  to  establish  the  "Math 
and  Science  Initiative  Program.  "  Mili- 
tary personnel  give  up  their  time  on 
Saturdays  and  after  school  on  week- 
days to  tutor  children  in  math  and 
computer  sciences. 

Military  units  have  adopted  classes 
in  the  local  schools  and  take  them  on 
tours  of  the  local  bases,  their  ships, 
and  other  facilities.  When  the  units 
are  at  sea,  or  overseas  in  other  coun- 
tries, they  communicate  with  their 
adopted  classes  to  broaden  their  un- 
derstanding of  world  events  and  geog- 
raphy. When  the  servicemen  are  in 
the  community  in  Florida,  the  chil- 
dren take  them  into  their  families, 
thus  improving  the  morale  of  our  serv- 
icemen. 

Mr.  President,  many  of  the  people 
who  volunteer  in  our  schools  have  im- 
pressed upon  me  that  this  is  not  a  one- 
way street.  While  they  might  not  have 
gone  into  it  with  those  expectations, 
they  get  back  as  much,  or  more,  than 
they  give. 

Our  "Outstanding  Volunteer  of  the 
Year  in  Florida,  "  who  incidentally 
went  on  to  be  named  an  "Outstanding 
National  School  Volunteer,"  Mr.  Don 
Caster,  a  72-year-young  man  of  Cocoa 
Beach,  FL,  went  to  his  doctor  several 
years  ago  after  becoming  ill.  His  physi- 
cian told  him  he  had  a  degenerative 
illness  which  would  be  terminal.  So, 
Mr.  Caster  went  home,  got  into  bed 
and  prepared  to  die. 

Fortunately,  Don's  wife  wasn't  quite 
ready  to  give  him  up,  and  she  badg- 
ered him  until  he  agreed  to  get  back 
up  and  volunteer  2  hours  a  week  at 
the  local  elementary  school.  From 
that  initial  offering  of  2  hours  a  week, 
he  moved  up  to  4,  then  6,  and  last  year 


he  got  up  to  40  hours  per  week.  Today, 
he  is  here  with  us,  still  going  strong. 
The  prognosis  of  his  demise  has  been 
vitiated  and  he  tells  me  that  his  con- 
tinued longevity  is  due  in  no  small 
part  to  his  volunteer  efforts. 

I  am  not  saying  that  we  in  Florida 
have  finally  discovered  Ponce  de 
Leon's  "Fountain  of  Youth"  in  the 
School  Volunteer  Program,  but  there 
can  be  no  question  of  the  positive 
sense  of  accomplishment  achieved  by 
these  giving  individuals  and  organiza- 
tions. 

That  spirit  of  giving  is  also  exempli- 
fied by  Robin  Morgan,  of  Daytona 
Beach.  A  professional  writer  by  trade, 
and  a  mother  of  three  of  our  children, 
Mrs.  Morgan  responded  to  a  need  she 
perceived  while  volunteering  in  her 
daughter's  first  grade  classroom.  She 
felt  that  the  process  of  writing  needed 
to  be  built  into  the  curriculum,  that 
creativity  was  as  important  as  commas 
and  sentences. 

She  went  home  and  over  the  next 
months  developed  a  whole  program 
for  creative  writing.  While  she  could 
have  marketed  this  program  for  con- 
siderable, personal  financial  gain,  she 
did  not.  She  gave  it  to  the  Volusia 
County  school  system  and  the  Florida 
Department  of  Education.  Today  that 
program  is  used  statewide  in  Florida 
and  again  I  am  proud  to  say  in  most  of 
the  other  50  States. 

Mr.  President,  time  does  not  permit 
my  sharing  with  my  colleagues  all  of 
the  individual  and  organizational 
achievements  that  have  been,  and  are 
today,  being  accomplished  by  our 
school  volunteers.  In  the  spirit  that 
made  this  country  what  it  is  today, 
they  are  striving  to  improve  the  qual- 
ity of  life  for  individuals,  families,  our 
communities,  our  States  and  the 
worldwide  status  of  our  Nation.  We 
will  be  reaping  the  benefits  of  their  ef- 
forts for  many  years  to  come. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  text  of  Senate  Joint  Res- 
olution 407  be  printed  in  the  Record. 

There  being  no  objection,  the  resolu- 
tion was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.J.  Res.  407 

Whereas  the  success  of  America's  schools 
stems  "from  the  competence  and  dedication 
of  their  instructional  staffs,  combined  with 
the  commitment  of  students,  parents,  and 
other  community  members: 

Whereas  citizen  volunteers  are  a  vital 
component  of  an  effective  educational  expe- 
rience, assisting  professional  educators  to 
deliver  quality  instructional  services: 

Whereas  many  States  and  communities 
have  demonstrated  that  citizen  volunteers 
in  the  classroom  enhance,  extend,  and 
enrich  student  learning  as  they  contribute 
to  the  work  of  dedicated  professional  educa- 
tors: 

Whereas  numerous  communities  encour- 
age groups,  such  as  business  and  civic 
groups,  to  create  mutually  beneficial  work- 
ing partnerships  with  their  schools,  thus  of- 
fering positive  support  from  the  community 
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which,  in  turn,  both  encourages  staff  and 
benefits  the  students: 

Whereas,  the  Congress  recognizes  that 
four  million  unpaid  citizen  volunteers  in 
thousands  of  classrooms  coast  to  coast  con- 
tribute daily  to  the  enhancement  of  the 
quality  of  instruction  in  our  schools  and 
thus,  to  the  development  of  an  educated 
citizenry:  and 

Whereas  the  magnitude,  quality,  and  self- 
lessness of  these  contributions  of  America's 
citizen  school  volunteers  merit  the  highest 
appreciation  and  gratitude:  Now.  therefore, 
be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  November  12. 
1986.  is  designated  as  "Salute  to  School  Vol- 
unteers Day,"  and  the  President  is  author- 
ized and  requested  to  issue  a  proclamation 
calling  on  the  people  of  the  United  States  to 
observe  such  day  with  appropriate  ceremo- 
nies and  activities. 


D  1510 
THE  DESIRE  FOR  A  FREE  CUBA 

Mr.  CHILES.  Mr.  President,  in  the 
Cuban  American  community,  last 
week  began  with  much  joy  and  cele- 
bration. One  hundred  and  eleven 
Cuban  political  prisoners  and  their 
families  arrived  in  the  United  States. 
They  were  welcomed  at  Tropical  Park 
in  Miami  with  a  genuine  outpouring  of 
emotion  and  relief.  Their  first  day  of 
freedom  found  them  in  the  arms  of 
loved  ones  from  whom  they  had  long 
been  separated  and  in  the  embrace  of 
an  entire  community. 

This  freedom  did  not  come  about 
easily.  Through  the  efforts  of  numer- 
ous private  individuals  and  organiza- 
tions, interested  Members  of  Congress, 
the  Cuban  American  National  Founda- 
tion, and  the  U.S.  Catholic  Bishops 
Conference,  the  plight  of  these  politi- 
cal prisoners  was  brought  Into  full 
view.  This  combined  effort  served  to 
eliminate  some  initial  footdragging  en- 
countered in  Washington.  I  only  wish 
that  the  Washington  bureaucrats  had 
witnessed  the  reunions  at  Tropical 
Park. 

I  believe  the  administration  should 
continue  to  focus  on  the  plight  of 
Cuba's  political  prisoners.  News  that 
additional  political  prisoners  will  soon 
be  arriving  indicates  that  the  admin- 
stration  is  now  pursuing  a  policy 
which  facilitates,  not  hinders,  their 
entry  into  our  country.  This  policy  is 
belated  but  certainly  welcome. 

Never  again  must  we  pursue  a  policy 
which  attempts  to  use  political  prison- 
ers as  leverage  in  forcing  a  change  in 
Cuban  Government  policy.  Human 
beings  are  not  bargaining  chips.  Never 
again  must  we  accept  a  policy  which 
places  additional  hardship  or  extends 
the  anguish  suffered  by  Cuba's  politi- 
cal prisoners.  To  these  true  defenders 
of  democracy  our  doors  must  always 
be  open. 

The  men  and  women  who  arrived  in 
the  United  States  come  to  us  victor- 
ous.  They  have  triumphed  over  the 


regime  of  Fidel  Castro,  a  government 
which  ranks  as  one  of  the  world's  most 
violators  of  human  rights.  Their  battle 
was  not  easy,  for  the  years  in  Castro's 
gulag  included  torture  and  pain,  isola- 
tion and  confusion,  starvation,  beat- 
ings, and  humilation.  But  their  strong 
faith  and  beliefs  proved  stronger  than 
the  abuses.  In  the  end  their  abusive 
prison  terms  left  them  physically 
weak,  but  their  minds  remained  clear. 
Their  hope  for  freedom  was  realized, 
and  their  desire  for  a  free  Cuba  never 
died. 

I  was  very  moved  when  I  heard  the 
story  of  Ramon  Pedor  Grau  Alsina. 
Just  as  Grau  was  about  to  be  released 
from  Combinado  Del  Estes  Prison,  a 
guard  demanded  he  give  up  the  cruci- 
fix that  had  been  his  constant  com- 
panion for  two  decades.  Grau,  a 
nephew  of  former  Cuban  President 
Ramon  Grau  San  Martin,  refused  the 
officer  knowing  full  well  this  action 
might  deny  him  his  freedom.  Grau  re- 
sponded to  the  guard,  "you'll  have  to 
kill  me  because  this  is  my  soul.  You 
had  my  body  for  21  years,  but  my  soul, 
never." 

Fidel  Castro  may  have  had  posses- 
sion of  their  bodies  but  not  once  did 
he  possess  their  souls. 

Amidst  the  joy  and  celebration  that 
greets  these  new  arrivals  there  exists 
some  sadness.  Sadness  for  the  ones 
who  were  left  behind.  They  continue 
to  live  the  anguish  of  a  system  which 
holds  no  respect  for  the  dignity  of 
human  life— a  regime  so  mistaken  in 
philosophy  that  it  has  to  fear  the  free 
flow  of  expression  and  thought. 

There  was  also  a  note  of  sadness 
when  it  was  learned  that  political  pris- 
oner Juan  Mateo  Gomez  Blanco  never 
got  the  chance  to  enjoy  the  freedom 
which  was  so  wrongfully  denied  him. 
The  day  before  he  was  scheduled  to 
leave  Cuba,  Gomez  died  after  suffer- 
ing a  heart  attack.  To  his  family  I  ex- 
press my  deepest  condolences.  Our 
consolation  is  that  now  we  know  he  is 
truly  at  peace  and  truly  free. 

Mr.  President,  we  must  not  forget 
the  prisoners  who  remain  in  Castro's 
prisons.  I  believe  we  need  to  continue 
to  clearly  focus  on  their  desperate 
plight.  The  reunions  witnessed  in 
Tropical  Park  should  continue  until 
the  prison  cells  in  Castro's  gulag  are 
left  empty.  We  should  draw  motiva- 
tion from  the  examples  of  the  recent 
arrivals.  Even  under  the  most  dire  cir- 
cumstances their  hope  for  freedom  did 
not  wane.  Their  desire  for  liberty 
never  faded,  and  they  persisted  in 
their  defiance  of  Castro's  regime. 
Their  long  prison  sentences  only 
served  to  reinforce  their  desire  for  the 
freedom  of  their  brothers  in  Cuba  and 
the  desire  for  a  free  Cuba. 


OUR  THOUGHTS  AND  PRAYERS 
ARE  WITH  SHIRLEY  METZ- 
ENBAUM 

Mr.  LEVIN.  Mr.  President,  first  of 
all,  I  know  I  speak  for  all  of  our  col- 
leagues when  I  say  our  thoughts  and 
our  prayers  are  with  Shirley  Metz- 
enbaum  as  she  struggles  to  recover  in 
the  hospital  from  a  nasty  bike  acci- 
dent that  she  had  yesterday.  Our 
thoughts  are  also  with  Howard,  as  he 
attends  to  Shirley  and  urges  her  on  in 
her  effort  to  recover. 


D  1520 

THE  PRODUCT  LIABILITY 
REFORM  ACT 

Mr.  LEVIN.  Mr.  President,  at  this 
point,  I  will  be  giving  a  speech  Senator 
Metzenbaum  had  prepared  for  this 
debate  this  afternoon. 

I  ask  unanimous  consent  that  this 
speech  not  be  considered  as  my  first 
speech  or  Senator  Metzenbaum's  first 
speech. 

The  PRESIDING  OFFICER  (Mr. 
Wilson).  Is  there  objection?  There 
being  no  objection,  it  is  so  ordered. 

Mr.  LEVIN.  Mr.  President,  this  is 
the  speech  and  remarks  that  Senator 
Metzenbaum  was  going  to  give  this 
afternoon  relative  to  S.  2670,  the  Prod- 
uct Liability  Reform  Act. 

The  speech  follows: 

Mr.  Metzenbaum.  Mr.  President,  support- 
ers of  S.  2670.  the  Product  Liability  Reform 
Act.  maintain  that  Congress  must  act  be- 
cause State  regulation  alone  cannot  solve 
the  liability  insurance  crisis.  I  agree  that  a 
serious  problem  exists.  I  also  believe  that 
Congress  can  play  a  role  in  helping  to  ad- 
dress that  problem. 

This  bill,  however,  is  not  the  answer.  It 
sets  limits  on  recovery  for  pain  and  suffer- 
ing that  are  arbitrary  and  grossly  unfair  to 
seriously  injured  victims.  It  offers  an  alter- 
native approach  for  settling  disputes  that  is 
unworkable.  Its  authorization  of  regular  re- 
porting by  the  insurance  industry  is  hope- 
lessly inadequate.  And  its  failure  to  repeal 
the  insurance  industry  antitrust  exemption 
is  deplorable.  In  short,  the  bill  is  a  dream 
come  true  for  the  insurance  industry  that 
will  prove  to  be  a  nightmare  for  consumers 
and  workers. 

For  months,  the  American  people  have 
been  told  that  the  insurance  industry  is 
bleeding  and  bleeding  badly  from  the  liabil- 
ity crisis.  Skyrocketing  liability  premiums 
and  canceled  policies  have  fed  the  cry  for 
action.  Cities  have  closed  their  playgrounds 
and  curtailed  their  child  care  programs:  ob- 
stetricians have  left  their  field;  small  busi- 
nesses have  shut  their  doors,  all  because  li- 
ability insurance  suddenly  lias  become  un- 
available or  unaffordable. 

Although  there  is  no  agreement  as  to  the 
cause  for  this  crisis,  critices  have  been  quick 
to  pass  around  the  blame.  Some  have 
blamed  litigious  consumers  or  their  greedy 
lawyers,  others  have  found  fault  with  the 
jury  system  itself:  still  others  have  accused 
the  insurance  industry  of  irresponsible  un- 
derwriting and  poor  investment  decisions. 

The  liability  crisis  has  no  simple  answers. 
But  two  things  are  clear.  We  need  facts  it 
we  are  to  legislate  responsibly  in  this  com- 
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piex  area.  And  the  insurance  industry  has 
tailed  to  give  us  the  facts  we  need. 

To  be  sure,  we  have  been  given  mountains 
of  paper,  reams  of  data,  all  written  in  jargon 
that  is  technical  mumbo  jumbo  to  the  aver- 
age American.  It  should  not  be  that  hard  to 
get  the  relevant  facts  so  that  we  can  decided 
how  best  to  legislate.  Yet  the  insurance  in- 
dustry, which  has  come  here  and  demanded 
relief,  has  refused  to  provide  those  facts. 

What  facts  am  I  talking  about?  First,  we 
need  to  know  whether  there  really  is  an  ex- 
plosion in  liability  claims,  lawsuits,  and  pay- 
ments in  this  country.  Have  liability  claims 
really  grown,  and  if  so,  in  what  specific 
areas?  What  are  the  premiums  collected  and 
the  actual  claims  paid  for  each  classification 
of  business  covered  by  the  insurance  indus- 
try? 

Second,  assuming— and  that  is  all  we  can 
do— that  liability  claims  have  substantially 
increased,  will  legislation  to  restrict  the  civil 
Justice  system  really  reduce  or  control  insur- 
ance rates?  Now  that  a  number  of  States 
have  enacted  tort  reforms,  what  evidence 
exists  that  such  changes  actually  lead  to 
lower  insurance  premiums? 

Even  though  the  insurance  industry  seeks 
congressional  action,  they  have  not  an- 
swered these  simple  questions.  What  dis- 
turbs me  most  is  that  the  facts  we  do  have 
undercut  much  of  the  industry's  claim. 

Let  us  talk  about  what  we  know.  The  bill's 
sponsors  have  cited  a  758-percent  increase 
in  Federal  product  liability  litigation  since 
1974.  But  Federal  litigation  accounts  for 
only  2  percent  of  the  lawsuits  filed  in  this 
country.  The  other  98  percent  is  State  court 
litigation.  And  the  facts  are  that  there  has 
been  no  real  increase  in  tort  litigation  in  the 
State  courts. 

The  National  Center  for  State  Courts  re- 
cently completed  a  statistical  study  of  law- 
suits filed  in  20  States.  Between  1978  and 
1984,  the  number  of  tort  cases  filed  in- 
creased 9  percent,  while  the  population  in- 
creased by  8  percent  over  the  same  time 
period.  That  is  not  a  litigation  explosion. 

The  contention  that  damage  claims  and 
awards  have  soared  also  flies  in  the  face  of 
what  we  know.  A  1983  study  by  the  Univer- 
sity of  Wisconsin  civil  litigation  research 
project  found  that  half  of  all  cases  involve 
claims  of  $10,000  or  less,  and  barely  1  case  in 
10  involves  a  claim  for  over  $50,000. 

E^ren  Jury  Verdict  Research,  a  source 
heavily  relied  on  by  those  favoring  tort 
reform,  has  found  no  explosion  in  product 
liability  awards.  The  President  of  Jury  Ver- 
dict Research,  testifying  just  last  month 
before  Congress,  stated  "It  is  significant  to 
note  that  the  Product  Liability  Midpoint 
verdict,  which  Includes  million-dollar  ver- 
dicts, has  remained  relatively  stationary." 
Indeed,  over  the  past  20  years,  the  Midpoint 
Product  liability  award  has  barely  exceeded 
the  increase  in  the  Consumer  Price  Index. 

What  about  punitive  damages,  which  in- 
surance and  business  groups  allege  are  a 
leading  factor  in  runaway  verdicts?  Once 
again,  the  facts  tell  a  different  story.  The 
American  Bar  Foundation  report  on  puni- 
tive damages,  covering  verdicts  from  1981- 
84,  observed  "Perhaps  what  is  most  interest- 
ing •••  in  light  of  the  claims  made  about 
the  incidence  of  punitive  damage  awards,  is 
how  low  the  percentage  of  punitive  awards 
is"  in  the  sites  studied.  Only  1.6  percent  of 
verdicts  in  New  York  City  and  2.2  percent  in 
Cook  County.  lU  included  an  award  for  pu- 
nitive damages.  Moreover,  punitive  damages 
are  most  common  in  a  small  set  of  cases- 
personal  violence,  fraud  and  false  arrest- 
that  have  little  or  no  relation  to  product  li- 


ability. The  report  concluded  that  it  is  "rel- 
atively rare"  for  punitive  damages  to  be 
awarded  in  product  liability  or  medical  mal- 
practice cases. 

In  short,  we  should  be  suspicious  of  asser- 
tions that  product  liability  claims  have  ex- 
ploded across  the  country.  But  even  if  there 
were  a  large  increase  in  such  claims,  we 
have  a  right  to  ask:  Are  the  current  insur- 
ance problems  attributable  to  this  increase? 
If  they  are,  we  should  expect  to  see  insur- 
ance relief  where  tort  reform  has  been  en- 
acted. But  once  again,  it  just  ain't  so. 

In  resp>onse  to  insurance  industry  pres- 
sure, the  Canadian  Province  of  Ontario 
adopted  broad  tort  reforms  that  included 
caps  on  compensation  for  pain  and  suffer- 
ing, restrictions  on  punitive  damages,  and 
other  provisions  aimed  at  limiting  plaintiffs' 
recoveries.  The  result  of  these  "reforms" 
has  been  premium  increases  of  up  to  400 
percent,  midterm  cancellations  of  coverage, 
and  refusals  to  provide  coverage  at  any 
price. 

The  experience  in  this  country  is  no  dif- 
ferent. According  to  a  comprehensive  report 
prepared  by  the  attorneys  general  of  Massa- 
chusetts. California.  Texas.  North  Carolina. 
West  Virginia,  and  Wisconsin,  enactment  of 
tort  reform  has  not  resulted  in  any  abate- 
ment of  the  insurance  crisis.  Pennsylvania, 
Wisconsin,  and  Florida  have  had  caps  on 
personal  injury  awards  against  governmen- 
tal units  for  several  years.  Yet  many  cities, 
counties,  and  villages  in  those  States  either 
have  been  unable  to  obtain  liability  insur- 
ance or  have  experienced  the  same  drastic 
premium  increases  as  elsewhere. 

In  addition,  a  federally  funded  1985  study 
of  medical  malpractice  insurance  concluded 
that  "almost  all  states  enacted  legislation  in 
response  to  the  rapid  rise  in  [medical]  mal- 
practice insurance  premiums  during  the 
mid-1970's  .  .  .  the  empirical  results  of  the 
study  presented  here  give  no  indication  that 
individual  State  legislative  actions,  or  legis- 
lative actions  taken  collectively,  had  their 
intended  effects  on  premiums." 

In  sum.  as  the  State  attorneys  general 
concluded  in  their  1986  report,  'there  is  .  .  . 
no  evidence  that  narrowing  of  the  civil  jus- 
tice system  does  avoid  skyrocketing  premi- 
ums and  cancellations  .  .  .:  the  available 
evidence,  in  contrast,  seem  to  show  just  the 
opposite." 

What  about  the  evidence  regarding  in- 
creased insurance  costs  in  particular  lines  of 
business?  The  available  facts  cast  further 
doubt  on  insurance  industry  claims. 

In  the  medical  malpractice  area,  estimated 
loss  and  expense  payments  in  1984  increased 
by  the  smallest  margin  since  1977,  yet  pre- 
miums rose  by  the  greatest  margin  since 
1976. 

Even  more  disturbing  are  the  results  of  a 
1986  survey  of  over  200  child  care  providers 
conducted  by  the  National  Association  for 
the  Education  of  Young  Children.  The 
survey  revealed  that  over  one-third  of  the 
child  care  programs  across  the  country  have 
had  their  liability  insurance  cancelled  or 
not  renewed  in  the  previous  year,  and  one- 
third  more  had  their  insurance  rates  dou- 
bled. 

What  grounds  existed  for  shaking  the 
child  care  business  to  its  roots?  An  ava- 
lanche of  claims  against  insurers?  A  burst  of 
spectacular  damage  awards  or  settlements? 
Absolutely  not.  Nine  out  of  ten  programs 
had  never  had  a  claim  against  them  since 
the  beginning  of  their  operation.  Total 
claims  paid  out  by  the  insurers  for  all  claims 
since  they  began  operating  amounted  to 
only  6  percent  of  the  premiums  paid  by  the 
programs  in  the  1984-85  year  alone. 


Thus,  the  available  evidence  shows  that 
industry  assertions  of  "uninsurable  risks" 
are  dubious.  Although  insurance  companies 
continues  to  blame  the  tort  system  for  their 
woes,  the  real  explanation  lies  elsewhere. 
Even  the  industry's  supporters  have  recog- 
nized this. 

In  a  recent  editorial.  Business  Week— 
surely  no  foe  of  the  insurance  companies— 
aptly  summarized  the  causes  of  the  current 
predicament,  and  concluded  that  "mainly 
the  industry  shot  itself  in  the  foot."  The 
Business  Week  editorial  is  worth  quoting  at 
some  length: 

""For  many  years,  insurance  carries 
slashed  premium  prices  and  wrote  as  much 
insurance  as  they  could  get.  Many  compa- 
nies abandoned  traditional  underwriting 
standards  and  competed  fiercely  for  premi- 
um dollars  they  could  invest  in  high-yield 
debt.  This  so-called  cash-flow  underwriting 
is  probably  responsible  for  most  of  the 
damage  to  company  balance  sheets  today. 
The  party  ended  when  interest  rates  de- 
clined just  as  claims  began  to  pour  in. 

With  careful  management,  these  mistakes 
can  be  corrected.  But  instead,  the  industry 
has  spent  most  of  its  time  and  energy  lately 
mobilizing  attacks  on  the  U.S.  tort  system. 
Admittedly,  damage  awards  often  seem  ex- 
cessive, though  appellate  courts  frequently 
cut  them  back.  But  the  industry's  charge 
that  more  litigation  and  larger  damage 
awards  are  the  causes  of  its  red  ink  Is.  at 
best,  unproved." 

The  editors  go  on  to  suggest  that  chang- 
ing the  insurance  system  "is  a  better  way  to 
deal  with  liability  claims  than  restricting 
the  right  of  injured  people  to  their  day  in 
court." 

Despite  this  sound  advice  from  its  friends, 
the  insurance  industry  persists  in  running 
television  and  newspaper  ads  that  proclaim 
the  industry  is  in  dire  straits.  But  once 
again,  the  facts  belie  the  industry's  claims. 
The  GAO.  which  recently  reported  on  the 
profitability  of  the  property /casualty  insur- 
ance industry,  made  clear  that  the  industry 
is  in  healthy  financial  shape  and  getting 
healthier  all  the  time: 

"Property/casualty  companies  have  used 
a  pricing  strategy  which  sacrificed  under- 
writing profit  margins  in  order  to  generate 
cash  for  investment  purposes.  As  a  result  of 
this  strategy,  the  industry  has  made,  de- 
pending ui>on  whose  estimates  are  used,  be- 
tween $50  and  $75  billion  in  net  gains  over 
the  last  10  years.  Furthermore,  like  many 
other  businesses,  property /casualty  is  sub- 
ject to  profitability  cycles.  While  underwrit- 
ing losses  have  mounted  since  1980,  estimat- 
ed data  for  1985  indicates  that  the  under- 
writing cycle  has  turned  and  is  now  moving 
in  a  positive  direction.  Indeed,  the  industry 
itself  is  projecting  substantial  net  gains  over 
the  next  5  years." 

What  it  all  boils  down  to  is  this.  The  in- 
surance industry  has  failed  to  make  its  case 
to  Congress  or  the  American  people.  The 
available  facts  strongly  suggest  that  no  such 
case  can  be  made.  Those  facts  show  that 
there  is  no  litigation  explosion  in  the  prod- 
uct liability  area.  They  show  that  there  is 
no  link  between  product  liability  claims  and 
the  rise  in  insurance  premiums.  And  they 
show  that  there  is  no  crisis  in  the  profitabil- 
ity of  insurance  companies.  In  short,  Feder- 
al legislation  to  rescue  the  insurance  indus- 
try by  federalizing  our  system  of  tort  law  is 
totally  unwarranted. 

Given  the  absence  of  facts  that  would  jus- 
tify large-scale  Federal  reform  it  is  particu- 
larly inappropriate  to  impose  the  Federal 
will  in  an  area  that  for  over  200  years  has 
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been  viewed  as  reserved  to  the  States.  I  find 
it  ironic,  to  say  the  least,  that  those  insist- 
ing on  Federal  intervention  here— the  busi- 
ness and  insurance  communities— have  wor- 
shipped long  and  ardently  at  the  altar  of 
States  rights.  They  regularly  condemn  any 
congressional  initiatives  to  extend  worker 
protections  under  the  Occupational  Safety 
and  Health  Act,  or  to  regulate  the  anticom- 
petitive aspects  of  the  insurance  industry 
under  the  Sherman  Act. 

These  same  devout  followers  of  States' 
rights  would  have  us  ignore  the  fact  that 
since  January  1,  1986,  41  State  legislatures 
have  enacted  laws  to  address  the  liability  in- 
surance problem.  Earlier  this  month,  the 
National  Conference  of  State  Legislatures 
appeared  before  the  Senate  Judiciary  Com- 
mittee to  oppose  the  Product  Liability 
Reform  Act  precisely  because  it  interferes 
with  these  State  reform  efforts.  Representa- 
tive Edward  R.  Zuccaro,  a  Republican  from 
Vermont,  testified  in  some  detail  about 
these  efforts. 

During  1986.  39  States  have  acted  to 
expand  the  availability  of  insurance 
through  joint  underwriting  associations, 
self-insurance  or  improved  risk  manage- 
ment; 24  States  have  enacted  laws  regulat- 
ing insurance  industry  practices,  including 
increased  data  collection,  notice  and  cause 
requirements  for  cancellations  or  non- 
renewals, expanded  rate  review  powers,  and 
premium  rollbacks.  And  40  States  have  leg- 
islated reforms  in  their  tort  systems,  ad- 
dressing everything  from  caps  on  damages 
and  limits  on  joint  and  several  liability  to 
collateral  source  rules  and  itemized  jury  ver- 
dicts. 

Quite  frankly,  the  insurance  industry  has 
shown  an  unwillingness  to  participate  in 
any  solution  to  the  liability  problem. 

Look  at  what  happened  in  Florida. 

The  Florida  Legislature  passed  a  bill  limit- 
ing pain  and  suffering  awards  to  $450,000. 
However,  the  legislature  tied  this  cap  to  a 
40-percent  rollback  in  liability  insurance 
premiums. 

How  did  the  insurance  industry  respond? 

Within  2  days,  six  insurance  companies 
announced  they  would  no  longer  write  new 
commercial  policies  in  Florida. 

The  State  legislatures,  the  State  Chief 
Justices,  the  State  attorneys  general,  are 
telling  us  to  back  off  and  give  these  State 
law  reforms  a  chance  to  take  effect.  1  be- 
lieve we  should  heed  their  advice.  Given 
how  little  we  in  Congress  have  been  able  to 
leam  thus  far  about  the  real  need  for  Fed- 
eral action,  it  would  be  reckless  and  irre- 
sponsible to  preempt  the  efforts  already  un- 
derway in  the  States. 

Mr.  President,  that  ends  Senator 
METZENBAtm's  Statement.  I  yield  the 
floor. 

Mr.  ROLLINGS.  Mr.  President.  I 
join  in  the  hopes  and  wishes  of  our 
colleague,  the  Senator  from  Michigan, 
relative  to  Shirley  Metzenbaum  and 
our  colleague,  the  Senator  from  Ohio 
[Mr.  Metzenbaum].  I  am  sure  Mrs. 
Metzenbaum  is  getting  along  better 
now,  from  what  we  hear.  We  are  de- 
lighted to  hear  that. 

Mr.  President,  I  am  awfully  mindful 
of  the  reputation  of  lawyers,  so  often 
justified.  I  do  not  think  the  Watergate 
case  has  helped  us  any  up  here  with 
respect  to  the  respect  that  the  public 
has  for  the  practice  involved.  I  shall 
never  forget  that  last  year,  just  about 
this  time,  there  was  a  big  hullabaloo  in 


the  Nation's  Capital  about  using  ani- 
mals to  test  drugs,  primates  and  mon- 
keys, out  at  Bethesda.  There  was  an 
issue  at  hand  and  someone  suggested 
at  that  particular  time  that  instead  of 
using  these  animals,  they  ought  to  use 
lawyers.  Lawyers,  they  said  would  be 
better  because  there  is  a  greater 
supply  and  you  do  not  become  at- 
tached to  them.  I  know  that  as  a 
lawyer  of  some  40  years,  and  I  imder- 
stand  it. 

I  just  want  to  make  sure  we  imder- 
stand  that  in  this  particular  case  of 
product  liability,  the  culprit  is  the  de- 
fendants' lawyers.  They  get  off  with 
all  of  the  dignity  of  the  country  club 
and  the  yacht  club  and  everything  else 
of  that  kind.  I  know.  I  have  represent- 
ed both  sides.  But  I  am  referring  spe- 
cifically to  the  calculations  derived 
from  a  1977  survey  conducted  by  the 
insurance  services  offices.  For  every  $1 
paid  to  claimants,  insurers  paid  an  av- 
erage of  42  cents  in  defense  costs.  The 
committee  report  notes  that  the  claim- 
ant pays  an  average  contingent  fee  of 
33  cents  to  the  plaintiffs'  attorneys.  So 
anyone  who  has  been  at  the  bar  for 
any  amount  of  time  whatsoever  would 
understand  that  if  we  are  trying  to  cut 
down  the  costs  of  attorneys  who  are 
being  blamed,  we  can  go  right  to  these 
defendants'  attorneys. 

That  brings  me  to  the  principal  wit- 
ness of  the  proponents  of  the  adminis- 
tration bill,  the  gentleman  who  repre- 
sented U.S.  Attorney  General  Meese 
at  the  hearings.  He  was  Assistant  At- 
torney General  Richard  K.  Willard.  I 
am  referring  to  an  article  earlier  this 
year,  I  think  sometime  in  May,  in  the 
Washington  Post,  entitled  "Justice 
Lawyer's  Attempts  to  Save  Money 
Backfires— $11.1  Million  Awarded  In 
Negligence  Suit." 

This  is  not  unusual.  I  can  go  into 
several  cases  I  have  had  and  handled 
myself  trying  to  get  an  offer  for  settle- 
ment or  whatever  it  is.  They  will  not 
even  discuss  it  with  you. 

I  think  at  this  point,  it  ought  to  be 
understood  that  after  all,  the  insur- 
ance company  has  a  direct  interest 
and  they  necessarily,  then,  under  the 
laws  of  ethical  conduct,  can  go  imme- 
diately in  and  contact  the  injured 
party,  which  they  invariably  do.  They 
know  about  the  particular  accident. 
We  know  about  the  charges  of  ambu- 
lance chasing  on  the  side  but  I  can 
come  right  down  and  say  if  any  of  that 
occurred,  the  insurance  lawyers  and 
others  would  report  it.  So  you  can 
count  on  about  98  percent  of  the  cases 
being  immediately  handled  by  the 
company.  Whether  they  are  concluded 
is  a  different  thing. 

The  point  is  if  you  trip  up  or  get  run 
over  out  there  or  anything  else  like 
that,  the  plaintiff's  lawyer  is  going  to 
rush  down  and  pick  you  up.  But  as  to 
the  companies  of  the  automobiles  in- 
volved, if  it  is  reported  to  the  company 
within  a  24-hour  period,  the  duty  of 


the  insurance  adjuster  is,  of  course,  to 
immediately  contact  the  family  and 
the  injured  party  and,  if  they  are  able 
to  talk,  get  statements  and  what  have 
you. 

I  would  say  imder  the  normal  prac- 
tice of  injury  cases  where  they  are 
talking  about  so-called  deep  pockets 
and  high  verdicts,  the  plaintiff's 
lawyer  would  not  come  in  in  the  aver- 
age period  before  3  to  6  months  after 
the  particular  injury,  which  is,  of 
course,  in  a  general  sense,  after  a  com- 
plete recovery  or  substantial  recovery 
and  after  the  family  has  had  time  to 
talk  and  discuss  it  with  the  adjuster 
and  other  friends.  What  normally 
occurs  is  that  most  of  these  cases,  of 
course,  are  immediately  followed  up 
and  presumably  settled. 

But  it's  the  heinous  ones  that  they 
all  talk  about— the  large  verdicts.  Here 
is  a  $11.1  million  verdict.  Let  us  read 
about  it.  It  is  by  Mr.  Morton  Mintz,  a 
Washington  Post  staff  writer. 

A  medical  negligence  lawsuit  on  behalf  of 
a  4-year-old  boy  who  suffered  severe  and 
permanent  birth  injuries  in  an  Air  Force 
Hospital  may  cost  the  goverrunent  at  least 
$11.1  million  because  the  Justice  Depart- 
ment turned  down  a  settlement  by  its  own 
trial  attorneys  for  $3.6  million,  court  docu- 
ments show. 

The  settlement  was  vetoed  by  Assistant 
Attorney  General  Richard  K.  Willard.  who. 
as  head  of  the  Justice  Department's  Civil 
Division,  has  been  the  administration's 
point  man  in  fighting  the  so-called  liability 
crisis.  Willard  led  the  administration  task 
force  that  cited  skyrocketing  damage 
awards  as  a  major  cause  of  soaring  liability 
insurance  costs  and  proposed  such  measures 
as  limiting  punitive  damage  awards  and 
awards  for  pain,  capping  attorneys'  fees  and 
encouraging  alternatives  to  litigation. 

President  Reagan  has  endorsed  the  recom- 
mendations. 

The  child,  Johnathan  Scott,  was  bom 
about  six  weeks  prematurely  at  the  Elmen- 
dorf  Air  Force  Base  hospital  in  Anchorage, 
where  his  parents  David,  an  Army  military 
policeman,  and  Karen  were  living. 

Johnathan  has  spastic  quadriplegia, 
meaning  that  he  has  poor  control  of  all  four 
limbs  and  no  expectation  of  ever  being  able 
to  walk  or  feed  or  care  for  himself  unaided. 
He  has  abnormal  speech  and  eye  move- 
ments, and  a  limited  ability  to  communicate. 

The  Scotts  sued  the  government  in  No- 
vember 1984.  attributing  Johnathan's  inju- 
ries to  "negligent  acts  and  omissions,"  in- 
cluding improper  diagnosis  and  monitoring 
of  Karen  Scott  during  labor  and  delivery, 
unnecessary  surgery,  and  failure  to  provide 
adequate  perinatal  and  postnatal  care  to  the 
baby. 

The  lawsuit  sought  $35  million  in  dam- 
ages. After  Willard  rejected  the  $3.6  million 
settlement,  U.S.  District  Judge  Jack  E. 
Tanner  of  Tacoma,  Wash.,  tried  the  case 
without  a  jury  and  awarded  $11.1  million  on 
May  27. 

A  st>okesman  for  the  Justice  Department's 
Civil  Division  said  that  Willard  had  no  com- 
ment, but  an  appeal  to  the  9th  U.S.  Circuit 
Court  of  Appeals  is  being  considered. 

The  $11.1  million  award  included  $1  mil- 
lion to  Johnathan  for  pain  and  suffering 
over  his  entire  expected  71 -year  lifespan, 
$300,000  to  Karen  for  injury  to  the  parent/ 
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child  relationship. "  and  $50,000  to  David  for 
the  same  injury. 

The  Willard  task  force  proposed  a 
$100,000  limit  per  person  for  pain,  suffering 
and  non-economic  damages. 

Johnathan  has  and  will  continue  to  expe- 
rience pain,  discomfort,  suffering,  fears, 
anxiety,  inconvenience  and  other  mental 
and  emotional  distress."  Tanner  said  in  writ- 
ten findings  of  fact  and  conclusions  of  law. 

The  mother  and  father  are  entitled  to 
awards  for  "emotional  anguish  and  mental 
distress"  that  have  "damaged  the  parent/ 
child  relationship  .  .  .  and  will  continue  to 
do  so."  he  wrote. 

Tanner  orginally  set  the  case  for  trial  last 
September,  but  granted— 

If  you  please,  Mr.  President,  listen  to 
that. 

repeated  requests  for  delay  by  trial  attor- 
neys from  the  Civil  Divisions  Torts  Branch 
in  Washington. 

Now,  I  divert  from  the  article  to 
touch  upon  that  particular  point.  It  is 
always  thought  here  with  this  "deep 
pocket"  argument  that  plaintiff's  law- 
yers are  the  ones  asking  for  delay. 

Necessarily,  Mr.  President,  if  they 
are  on  a  contingent  fee,  the  quicker 
they  can  get  to  and  have  that  case  dis- 
posed of.  that  is  the  only  chance  they 
have  for  any  kind  of  compensation  for 
their  labors.  The  defendant's  lawyer 
continues  to  get  paid.  It  fact,  if  they 
put  the  trial  off.  they  get  paid  more. 
And  if  they  keep  putting  it  off,  they 
get  paid  even  more.  And  if  they  can 
put  it  off  even  further,  they  get  paid 
even  more. 

So  they  keep  on  an  hourly  basis  and 
zip  that  through  the  computer  and 
add  a  few  hours  on  and  get  some  more 
pay  and  everything  else.  So  they  are 
delighted  for  those  motions,  and  those 
meetings,  and  those  conferences,  and 
those  depositions,  and  those  interroga- 
tories, and  on  and  on  because  they  are 
making  a  good  living.  That  is  how  the 
costs  run  up. 

The  plaintiff's  attorney  stands  a 
good  chance,  if  they  are  not  going  to 
settle  the  case,  of  not  receiving  any 
compensation,  because  it  is  contingent 
on  prevailing,  on  proving  his  case 
beyond  a  reasonable  doubt  by  unani- 
mous verdict  with  that  particular  jury 
or  in  this  case  the  judge.  And  it  could 
easily  be  decided  against  him. 

So  there  you  are  with  respect  to  the 
matter  of  the  delays  in  cases  and  the 
actual  costs  That  should  be  empha- 
sized. 

With  respect  to  pain  and  suffering— 
a  $100,000  limit  on  a  71-year  life  span? 
Any  lawyer  I  can  think  of  could  get 
and  would  receive  from  a  jury,  if  they 
prove  a  solid  case,  substantially  more 
than  that.  And,  of  course,  in  this  par- 
ticular case  there  was  a  million  dollars 
to  Johnathan  for  pain  and  suffering 
over  his  entire  71-year  lifespan. 

Now  I  refer  back  to  the  article: 

The  Scotts'  trail  lawyers.  Carl  A.  Taylor. 
Lopez  and  Jane  I.  Pantel  of  Seattle,  opposed 
the  government's  motions  to  postpone  the 
trial. 


They  are  trying  to  get  some  relief 
for  the  injured  child  and  the  Govern- 
ment is  moving  for  postponement. 
They  must  think  they  are  in  Congress. 
Put  everything  off.  We  are  going  to 
pay  the  bill  someday.  We  are  running 
over  $230  billion  in  deficits  this  year 
and  we  move  to  delay  on  the  payment 
of  our  bills  up  here  in  the  National 
Government.  We  will  pay  it  some 
other  day. 

So  that  this  virus  has  spread  from 
the  floor  of  the  Senate  and  the  floor 
of  the  House  of  Representatives  over 
into  the  Justice  Department.  They  are 
ready  for  a  delay,  too.  They  do  not 
want  to  pay  anything.  And  as  long  as 
they  can  slow  it  up— as  long  as  there  is 
no  settlement  or  disposal  of  the  case— 
they  just  carry  it  on  as  added  work 
and  a  reprieve  on  having  to  make  any 
payments. 

Referring  to  the  article: 

An  injured  child  was  involved  who  would 
suffer  even  more  injury  as  a  result  of 
delay."  Lopez  said  in  an  affidavit  in  Novem- 
ber. 

"Every  day  that  goes  by  diminishes  the 
level  to  which  therapy  can  elevate  him.  This 
time  of  Johnathan's  life  is  critical  to  his  de- 
velopment, and  it  is  being  trifled  away  by 
the  very  bureaucracy  that  hurt  him  in  the 
first  place."  Lopez  charged. 

The  Scotts  separated  about  a  year  after 
Johnathan  was  born  and  subsequently  were 
divorced.  The  mother,  who  now  lives  in  a 
Seattle  suburb,  provides  the  constant  care 
that  Johnathan  requires  and  also  cares  for 
another  son  who  is  7.  The  father  lives  in 
Anaheim.  Calif. 

Karen  "has  been  unable  to  work  and  has 
no  other  source  of  income."  Judge  Tanner 
wrote  in  the  findings  of  fact  and  conclusions 
of  law. 

"Karen  and  Johnathan  Scott  have  been 
dependent  upon  government  assistance  to 
pay  for  the  necessities  of  life  and  also  to  pay 
for  physical  therapy,  occupational  therapy, 
and  special  equipment."  Tanner  said. 

Johnathan.  he  added,  "will  require  special 
equipment,  medication,  medical  therapy, 
and  training  for  his  medical  disorders  and 
disabilities  for  the  balance  of  his  life."  and 
will  need  computer  assistance  to  enhance 
his  speech. 

The  judge  also  said  that  Johnathan  is  en- 
titled to  awards  for  other  causes,  principally 
$8.75  million  for  "complete  impairment  of 
his  earning  capacity." 

In  the  affidavit.  Lopez  said  that  on  Sept. 
15— the  eve  of  trial— the  government  said 
tentatively  that  it  would  settle  for  $3.6  mil- 
lion. Lopez  and  Pantel  agreed  to  the  Justice 
Department's  request  that  the  trial  date  be 
canceled  "to  allow  certain  higher-ups  in  the 
U.S.  Attorney  General's  office  to  review  and 
approve  the  settlement." 

Lopez  said  in  the  affidavit  that  the  Civil 
Division's  attorneys  assured  him  and  Pantel 
that  the  Justice  Department  "never  had" 
upset  a  settlement  that  its  trial  counsel  had 
agreed  to.  Over  the  next  several  weeks, 
Pantel  said  in  an  interview,  the  govern- 
ment's lawyer  said  that  the  matter  "was 
going  through  the  channels  and  that  we 
should  sit  tight." 

Lopez  and  Pantel  said  they  took  for  grant- 
ed that  the  settlement  would  hold,  and  con- 
sequently agreed  to  pull  the  case  from  the 
trial  calendar.*  *  * 


But  Assistant  Attorney  General 
Richard  K.  Willard  could  care  less.  I 
heard  his  testimony.  How  careful  he 
was  about  testifying.  He  came  up  and 
started  talking  and  giving  statistics. 
And  when  we  examined  him  closely 
about  the  statistics,  we  found  out  he 
got  them  by  compiling  newspaper  arti- 
cles. It  was  nothing  but  newspaper  ar- 
ticles. No  findings  of  fact.  Not  a  report 
of  a  story  of  this  kind,  but  just  news- 
paper articles  about  this  case  or  that 
case.  They  just  used  newspaper  arti- 
cles. It  reminds  you  of  Literary  Digest 
in  1936.  We  all  speak  with  reverence  of 
our  distinguished  colleague,  Alf 
Landon,  but  in  his  race  against  Frank- 
lin Delano  Roosevelt  the  Literary 
Digest  took  a  poll  by  telephone. 
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Of  course,  in  those  Depression  years 
only  the  people  who  were  well  off  had 
a  telephone.  You  could  not  pay  the 
bills  and  the  phones  were  removed.  So 
the  very  basis  of  the  finding  of  that 
particular  poll  was  defective  and  fault- 
ed. 

They  found,  of  course,  that  Mr. 
Landon  was  going  to  do  right  well. 
And  of  course  he  did  not  in  the  1936 
race.  And  the  Literary  Digest  went  out 
of  business. 

We  now  are  supposed  to  initiate  a 
particular  change  in  the  law  as  a 
result  of  the  preponderance  of  the  evi- 
dence. And  when  we  asked  the  Attor- 
ney General  for  the  evidence— some 
kind  of  study  or  whatever  that  was 
made— he  referred  to  newspaper  arti- 
cles: "Jury  Verdict  Research  System 
Based  Totally  on  Newspaper  Articles." 
That,  just  like  the  poll  where  the  re- 
spondents did  not  have  telephones. 
This  research  included  only  the  cases 
that  were  brought  to  court— which 
means  that  the  97  percent,  or  what- 
ever percent  it  was,  that  were  settled 
by  the  companies  were  not  included  in 
that. 

So  you  had  only  the  egregious  inci- 
dents of  things  like  the  Pinto  case, 
this  case,  and  other  cases  that  reached 
the  newspapers  in  the  original  inci- 
dents. 

In  the  majority  of  times,  of  course, 
when  the  defendant  wins,  they  are 
hardly  carried  as  an  article.  It  is  only 
when  they  make  that  headline  and  say 
a  million  dollar  verdict  was  found  for 
the  victim  of  an  airplane  crash,  or 
whatever,  that  a  story  is  reported.  So 
newspaper  articles  are  the  last  thing 
you  would  rely  on  for  findings  about 
cases  and  the  liability  crisis  and  the 
tort  crisis  and  an  insurance  crisis. 

Here  is  just  exactly  the  casual 
nature  of  the  responsibility  for  a  job.  I 
would  be  embarrassed  to  be  this  coun- 
try's assistant  attorney  general  at  a 
formal  hearing  of  the  National  Con- 
gress and  the  only  support  I  had  was 
newspaper   articles.   There   you   go— 
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that  is  the  gentleman  who  is  making 
all  the  findings. 

Mr.  President,  I  do  not  know  how 
long  we  have  this  afternoon.  I  want  to 
get  into  the  various  policies  involved." 
There  are  various  fallacies  of  the  in- 
surance crisis,  the  litigation  explosion, 
the  fallacy  of  the  excessive  jury 
awards,  lack  of  unanimity,  liability 
without  fault,  liability  for  unforesee- 
able injury,  the  fallacy  of  litigation 
costs,  the  fallacy  of  expediting  product 
cases,  of  double  recovery  windfalls  and 
future  damage  awards,  and  so  forth. 

That  will  take  us  a  little  while,  and  I 
am  sure  we  will  be  debating  this 
throughout  the  week.  We  will  refer  to 
those  things  if  we  have  time  today. 

Right  now,  to  sort  of  concentrate 
the  mind  and  correlate  the  thought,  I 
think  we  should  refer  to  Consumer 
Reports  magazine  of  August  1986.  It  is 
a  publication  of  Consumers  Union, 
with  no  advertising,  so  it  does  not  have 
a  particular  bent.  Its  credibility  and 
continuation  as  a  publication  depends 
upon  its  acceptance  by  the  consumers. 
Necessarily,  they  are  not  writing  for 
consumers  who  have  been  injured  or 
not  injured,  those  with  insurance  or 
not  with  insurance,  those  who  have 
connection  with  a  company,  those  who 
are  trial  lawyers,  those  who  are  de- 
fendants' lawyers.  They  are  trying  to 
report  the  so-called  crisis  that  we  have 
heard  about.  It  is  a  very  interesting  ar- 
ticle in  the  August  1986  Consumer  Re- 
ports entitled.  "The  Manufactured 
Crisis": 

Liability-insurance  companies  have  cre- 
ated a  crisis  and  dumped  it  on  you. 

Imagine  that: 

Liability-insurance  companies  have  cre- 
ated a  crisis  and  dumped  it  op  you. 

I  quote  from  the  article: 

March  23.  1980.  was  a  bright,  beautiful 
spring  day  in  Gillette,  Wyo.  So  Alta  Means 
thought  she  would  do  some  cleaning  in  a 
cottage  she  owned.  Her  granddaughter, 
nine-year-old  Dustina  Rhodes,  lazily  lagged 
along.  Suddenly,  the  tiny  cabin  exploded 
into  an  orange  fireball,  engulfing  Means  in 
flames  and  blowing  Dustina  out  the  door. 
The  granddaughter  survived  but  suffered 
severe  burns. 

A  spark  had  ignited  a  cottage  bloated  with 
propane  gas— gas  that  leaked  through  a 
Honeywell  V8280  valve  on  the  cottage's 
room  heater.  That  type  of  valve,  the  Con- 
sumer Product  Safety  Commission  subse- 
quently said,  tended  to  jam  open  because  of 
a  defect  in  design  and  manufacture.  The 
valve  was  recalled  by  Honeywell  in  1985. 
Dustina  Rhodes  and  Alta  Means'  estate 
sued  Honeywell  for  their  losses.  They  even- 
tually settled  for  more  than  $1  million. 

Isn't  that  interesting?  There  was  no 
deep-pocket  jury  or  anything  else  of 
that  kind.  There  was  a  substantial  set- 
tlement. And  that  would  not  have 
been  reported  in  Assistant  Attorney 
General  Willard's  jury  verdict  re- 
search because  it  wasn't  in  the  news- 
paper. They  did  not  go  to  the  court 
records  whatsoever.  They  went  ji;^st  to 
those  cases  that  were  tried  and  got  a 


distorted  version  of  exactly  what  is 
the  case. 

It  makes  me  think  with  comfort  that 
the  manufacturer  had  recalled  that 
particular  valve  in  1985.  So,  what  do 
we  know?  We  know,  by  the  product  li- 
ability law  and  practices  in  the  several 
States,  that  a  lot  of  other  grandmoth- 
ers have  now  been  saved  because,  once 
having  paid  out  a  substantial  verdict 
of  that  kind,  if  they  kept  that  product 
on,  the  distinguished  company,  Honey- 
well, would  not  be  in  business.  These 
few  cases  bring  about  a  degee  of  care 
and  caution  and  safe  practices  in  our 
society. 

When  we  see  all  these  exit  signs  and 
landings  when  we  go  up  steps,  they 
have  only  been  put  there  as  the  result 
of  trial  lawyers'  cases  brought  about 
where  the  companies  understand  and 
the  owners  of  property  understand 
that  they  cannot  put.  up  things  that 
are  going  to  fall  apart,  that  they  have 
to  look  out  for  the  safety  of  the 
people. 

Similarly,  with  respect  to  the  prod- 
ucts themselves,  this  is  a  good  lesson. 
It  is  well  worth  the  money,  even  if  we 
have  a  few  bad  decisions.  Some  of 
them  have  been  referred  to.  There  are 
exceptions  from  time  to  time.  We  live 
in  a  fallible  world,  so  I  am  not  saying 
that  all  cases  brought  should  be 
awarded. 

I  have  lived  in  communities,  as  all  of 
us  have,  and  watched  cases,  watched 
juries,  and  I  have  talked  to  the  judges. 
I  reiterate  that  in  the  State  of  South 
Carolina,  there  is  no  tort  crisis.  Cases 
are  tried  within  a  year.  There  are  no 
runaway  juries.  The  trial  judge  has 
the  power  to  give  a  new  trial,  cut  the 
actual  damages,  or  totally  eliminate 
punitive  damages.  So  I  know  from  my 
own  hard  experience  what  is  going  on 
here. 

Continuing  from  the  Consumer  Re- 
ports article: 

Now  the  insurance  industry  and  manufac- 
turers are  trying  to  pass  legislation  that 
could  make  it  more  difficult  to  adequately 
compensate  victims  like  Dustina  Rhodes  for 
their  injuries.  The  push  for  so-called  'tort 
reform"  is  on  at  both  the  state  and  Federal 
levels. 

Insurers  say  legislation  is  needed  to  fix  a 
"crisis"  that  has  made  many  types  of  liabil- 
ity insurance  costly— or  even  impossible  to 
get.  The  insurance  industry  has  launched  a 
$6.5-million  advertising  campaign  and  an  in- 
tense lobbying  and  public-relations  effort  to 
lay  the  blame  for  its  financial  problems  on 
people  who  are  injured,  juries,  or  lawyers. 

It  is  easy  to  pick  on  the  lawyers,  and 
juries  are  faceless.  No  one  knows  who 
served  on  the  last  one  or  who  is  going 
to  serve  on  one  tomorrow.  So  you  can 
pick  on  the  juries. 

We  have  been  told  about  the  Justice 
Department's  handling  of  a  claim  with 
a  particular  judge  with  experience,  in 
which  liability  was  found  and  there 
was  an  award  of  $11.1  million. 

So  they  are  trying  to  lay  the  blame 
and  they  are  paying  for  advertising. 


and  these  Senators  jump  around  like 
monkeys  on  a  string,  and  they  are  all 
going  to  talk  about  "deep  pockets"  and 
a  "crisis"  and  it  is  time  to  do  some- 
thing. 
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They  have  no  concept  of  the  consti- 
tutional nature  of  the  requirement  of 
jury  trial.  They  have  no  concept  of  the 
200-year  history  of  the  common  law 
and  the  State  treatment  of  these  par- 
ticular matters.  Yet  they  come  up  now 
all  running  under  the  banner  of  feder- 
alism and  getting  the  Government  off 
your  back  and  now  they  want  to  put 
the  Federal  Government  on  your  back. 

Referring  back  to  the  article: 

The  current  liability-insurance  crisis 
began  a  little  more  than  a  year  ago  with 
skyrocketing  premiums  and  cancellations  of 
policies. 

In  New  Haven.  Conn.,  a  chain  of  seven 
day-care  centers  affiliated  with  Yale  Univer- 
sity saw  its  liability  insurance  premium 
jump  from  $400  in  1984  to  $2400  last  year. 

In  Brooksville.  Fla.,  a  general  vascular  sur- 
geon paid  $5000  for  malpractice  insurance 
in  1984.  In  1985,  the  rate  tripled  to  $15,000, 
and  this  year  he  is  paying  $38,000.  The 
doctor  is  thankful  he  doesn't  practice  in 
Miami,  where  his  rates  would  top  $70,000  a 
year. 

In  Hammondsport.  N.V..  the  Bully  Hill 
Winery  has  sharply  curtailed  its  free  wine- 
tasting  because  its  insurance  premiums  have 
gone  from  $3000  to  $l-million  in  coverage  In 
1985  to  $8000  for  $500,000  in  coverage  in 
1986. 

So,  they  are  paying  almost  three 
times  the  premium  for  one  half  the 
coverage. 

Aetna  Life  and  Casualty  has  recently 
dropped  some  400  municipalities  from  its  li- 
ability-insurance rolls. 

The  increasing  cost  and  declining  avail- 
ability of  liability  insurance  affects  every- 
one. Police  departments  cancel  patrols  and 
cities  dismantle  playgrounds  for  lack  of  mu- 
nicipal liability  insurance.  Many  ol)stetri- 
cians  are  leaving  their  field.  The  number  of 
nurse-midwives  could  shrink  as  they.  too. 
find  it  increasingly  difficult— if  not  impossi- 
ble—to obtain  malpractice  insurance.  Doc- 
tors' escalating  insurance  costs  are  bound  to 
show  up  in  their  bills  to  patients.  Day-care 
centers  could  become  less  affordable  as 
their  insurance  rate  hikes  are  passed  on  to 
working  parents.  The  cost  of  owning  a  con- 
dominium rises  with  every  bump  up  in  li- 
ability-insurance premiums. 

In  its  advertising  and  in  most  statements 
to  the  press  and  the  public,  the  insurance 
industry  lays  blame  for  the  crisis  on  law- 
yers, juries,  or  victims  whose  alleged  care- 
lessness brought  on  their  own  problems. 
Lawyers  use  the  civil  justice  system  'to 
right  every  imagined  wrong,"  cries  the  In- 
surance Information  Institute,  an  industry 
trade  group. 

A  more  objective  analysis  suggests  that 
the  "crisis"  is  of  the  insurance  industry's 
own  making.  A  Washington  state  task  force 
concluded  last  year  that  the  crisis  "is  mostly 
a  result  of  poor  management  practices  by 
the  [insurance]  companies."  In  New  York,  a 
report  of  the  Governor's  Advisory  Commis- 
sion on  Liability  Insurance  said  that  "the  in- 
dustry's poor  recent  financial  condition 
largely  reflects  self-inflicted  wounds. 
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Insurance  companies  have  two  major 
sources  of  money  to  cover  claims  and  make 
profits— the  premiums  policyholders  pay, 
and  the  interest  the  companies  can  earn  on 
money  that  isn't  immediately  needed  to  pay 
claims.  When  interest  rates  are  high,  insur- 
ance companies  try  to  gain  as  many  custom- 
ers as  possible,  to  bring  in  the  premium  dol- 
lars they  want  to  invest.  In  the  early  1980's 
when  interest  rates  topped  20  percent,  in- 
surance companies  slashed  premiums  to  sell 
as  many  policies  as  they  could. 

"The  insurance  companies  did  anything 
they  could  to  get  money  to  put  into  the 
money  markets,"  says  Dennis  Jay.  a  spokes- 
man for  the  Professional  Insurance  Agents 
trade  association.  "They  did  not  underwrite 
the  business  as  well  as  they  should  have. 
[Underwriting  is  the  science  of  assessing 
risk  and  setting  an  appropriate  premium  to 
cover  the  risk.]  But  its  very  tempting  to  get 
the  money  in  today  to  earn  21  percent  inter- 
est and  worry  about  the  losses  later." 

In  1981,  the  property-and-casualty  indus- 
try suffered  a  record  $6.3-billion  in  under- 
writing losses  (premiums  collected  minus  ex- 
penses and  claims  paid).  Yet  there  was  no 
"liability  crisis."  Investment  gains  of  $13.2- 
blllion  the  same  year  still  created  plush  net 
profits. 

The  "crisis"  came  when  interest  rates 
dropped,  showing  the  rise  of  investment 
income.  By  1984,  the  profit/loss  picture  had 
reversed  itself.  Underwriting  losses  of  $21.5- 
billion  exceeded  investment  income  of  $17.7- 
billion.  Even  so,  the  industry  managed  to 
show  a  small  profit— in  large  part  as  a  result 
of  the  tax  benefits  described  on  page  547. 

Or  later  or  in  this  article  I  should 
say. 

In  1985.  underwriting  losses  were  $24.7-bil- 
lion.  and  investment  income  was  $19.5-bil- 
lion.  Because  of  tax  benefits,  the  industry 
again  came  out  slightly  ahead,  but  profits 
were  weak. 

To  right  inself .  the  industry  has  taken  two 
major  steps.  First,  it  has  jacked  up  rates  for 
all  liability-insurance  buyers  to  levels  that 
not  only  cover  current  costs  but,  some  crit- 
ics charge,  recoup  losses  from  mismanage- 
ment in  previous  years.  Second,  companies 
have  dropped  lines  of  business  designated  as 
"high  risk." 

When  pressed,  some  insurance-industry 
representatives  concede  that  the  effect  of 
the  business  cycle  on  interest  rates  is  a 
major  factor  in  the  present  crisis.  "The  fact 
that  premiums  are  going  up  at  high  rates  is 
purely  due  to  the  cycle."  says  Sean  Mooney, 
senior  vice  president  at  the  Insurance  Infor- 
mation Institute.  He  nevertheless  maintains 
that  the  "lawsuit  crisis"  is  the  reason  that 
some  parties  can't  get  liability  insurance  at 
all. 

The  insurance  industry  is  trying  to  turn 
its  crisis  into  an  opportunity— a  chance  to 
press  for  one  of  its  favorite  objectives,  "tort 
reform."  In  plain  words,  the  industry's  ver- 
sion of  tort  reform  means  placing  limits  on 
the  rights  of  injured  people  to  sue  for  and 
recover  damages. 

The  latest  round  in  the  industry's  long- 
standing campaign  began  in  early  1985.  At 
that  time,  insurance-industry  leaders  al- 
ready knew  that  a  cycle-borne  crisis  that 
would  necessitate  jarring  premium  increases 
was  brewing.  The  industry  launched  an  ad- 
vertising program  aimed  at  U.S.  opinion 
leaders— politicians,  business  leaders,  execu- 
tives, and  journalists. 

In  June.  1985.  John  Byrne,  then  chairman 
of  the  board  of  Geico,  a  major  insurance 
company,  told  the  Casualty  Actuaries  of 
New   York   that    "the   insurance   industry 


should  quit  covering  doctors,  chemical  man- 
ufacturers, and  corporate  officers  and  direc- 
tors."  Byrne  also  said,  'It  is  right  for  the  in- 
dustry to  withdraw  and  let  pressure  for 
ttort]  reform  build  in  the  courts  and  in  the 
state  legislatures." 
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See.  they  are  trying  to  build  up  the 
pressure. 

By  summer  of  1985,  insurance  rates 
indeed  started  rising.  As  the  varied  group  of 
liability-insurance  consumers  began  to  feel 
the  squeeze,  they  started  to  complain. 
Through  the  second  half  of  last  year,  a 
grass-roots  coalition  of  doctors,  municipali- 
ties, nurse-midwives.  manufacturers,  day- 
care centers,  and  others  with  insurance 
problems  came  together.  Many  of  them  be- 
lieved what  the  insurance  industry  was  tell- 
ing them:  that  greedy  lawyers  and  excessive 
jury  verdicts  were  to  blame  for  the  increas- 
ing insurance  rates. 

In  early  1986,  the  Journal  of  American  In- 
surance pointed  to  the  tort-reform  move- 
ment as  a  superb  example  of  coalition-build- 
ing by  the  insurance  industry. 

This  March,  the  Insurance  Information 
Institute  announced  a  $6.5-million  advertis- 
ing campaign  to  sell  "the  lawsuit  crisis." 
This  second  campaign,  still  in  progress,  is 
aimed  at  the  general  public. 

Print  and  television  commercials  stalk 
about  the  possible  demise  of  high-school 
football  and  other  sports  programs  and  sug- 
gest you  write  to  the  Insurance  Information 
Institute.  If  you  do  write,  you  get  advice  on 
how  to  influence  legislators.  Voters,  the  in- 
surance people  hope,  will  pass  the  message 
of  panic  on  to  their  state  and  Federal  repre- 
sentatives. 

Insurance-industry  leaders  say  that  the 
average  award  in  product-liability  cases  is 
now  more  than  $l-million. 

That  figure— and  many  others  used  by  the 
Industry— is  based  on  statistics  compiled  by 
Jury  Verdict  Research,  a  firm  in  Solon. 
Ohio,  that  keeps  track  of  such  things.  The 
Jury  Verdict  Research  statistics,  however, 
don't  reflect  reality  very  well. 

The  statistics  are  raw  data  on  initial 
awards  by  a  jury,  and  that's  usually  not  the 
last  word  in  litigation.  Cases  are  often  ap- 
pealed, and  the  appeals  court  may  reduce 
the  award  or  overturn  the  verdict,  resulting 
in  an  award  of  zero.  To  avoid  the  uncertain- 
ty and  added  expense  of  an  appeal,  some 
plaintiffs  and  defendants  agree  to  an  imme- 
diate E>ost-trial  settlement,  which  can  be  sig- 
nificantly lower  than  what  the  jury  award- 
ed. 

Trial  judges  also  reduce  jury  awards. 
Indeed,  the  very  first  multimillion-dollar 
award  on  record  {$3.5-million  in  damages 
won  by  actor  John  Henry  Faulk  in  1962  for 
being  blacklisted  lor  his  political  views  in 
the  1950s)  was  reduced  to  $450,000  by  the 
judge.  According  to  one  study,  done  by  the 
Rand  Corporation's  Institute  for  Civil  Jus- 
tice, half  of  the  initial  jury  awards  surveyed 
were  reduced  after  the  trial.  The  largest 
awards  were  the  ones  most  likely  to  be  re- 
duced and  subject  to  the  biggest  reductions. 

There  are  other  important  reasons  why 
the  average  verdict  numbers  are,  statistical- 
ly speaking,  extremely  "soft."  The  Jury  Ver- 
dict Research  statistics  include  only  verdicts 
in  favor  of  the  plaintiff.  Cases  that  the  de- 
fendant wins  and  that  result  in  an  award  of 
zero  are  not  counted.  Cases  settled  before 
trial  aren't  counted  either. 

I  may  add  here  that  the  Jury  Ver- 
dict  Research   is,   by   the   testimony 


before  the  Commerce  Committee, 
based  on  newspaper  clippings. 

One  unusually  large  verdict  can  skew  the 
numbers  by  pulling  the  annual  average  way 
up.  Such  was  the  case  in  1978,  when  a  jury 
awarded  more  than  $127-million  to  a  man 
who  was  seriously  burned  when  a  gasoline 
tank  exploded  in  an  accident  involving  a 
Ford  Pinto.  As  a  result  of  that  one  verdict, 
the  average  product-liability  award  in  1978, 
according  to  the  Jury  Verdict  Research,  hit 
$1.7-million— up  an  astounding  285  percent 
oyer  the  previous  year's  average.  But  the 
twal  judge  later  reduced  the  Pinto  award  to 
$6.7-million.  Had  the  statistics  accurately 
reflected  that,  they  would  have  shown  the 
average  award  in  1978  to  be  just  19.5  per- 
cent over  the  previous  year,  not  285  percent. 

It's  best  to  look  at  median  awards  rather 
than  average  awards.  To  be  sure,  the  aver- 
age would  provide  the  best  gauge  of  the  in- 
dustry's costs— if  the  figures  were  trust- 
worthy. But,  as  we've  seen,  average  awards 
are  disproportionately  influenced  by  a  few 
large  verdicts— the  very  ones  most  apt  to  be 
reduced  post-trail.  Furthermore,  it's  the 
median,  not  the  average,  that  shows  how 
the  typical  injured  person  is  compensated. 

Between  1975  and  1984.  according  to  Jury 
Verdict  Research,  the  growth  in  the  median 
initial  medical-malpractice  award  has  been 
less  than  the  rise  in  inflation. 

Very  interesting.  In  that  9-year 
period,  according  to  their  so-called 
clippings,  the  Jury  Verdict  Research 
reports  the  growth  in  median  initial 
medical-malpractice  award  has  been 
less  than  the  rise  in  inflation.  So  they 
disprove  any  crisis. 

In  product-liability  cases,  the  growth  rate 
for  median  initial  awards  has  exceeded  the 
inflation  rate,  but  not  by  much. 

The  Rand  Corporation's  Institute  for  Civil 
Justice  has  tracked  tort  action  in  San  Fran- 
cisco and  in  Cook  County.  111.,  which  in- 
cludes Chicago,  since  1960.  It  has  found  that 
the  median  initial  award,  adjusted  for  infla- 
tion, stayed  virtually  level. 

Mr.  President,  that  is  very  signifi- 
cant. During  that  entire  time  in  San 
Francisco  and  in  Cook  Coimty,  for  the 
26-year  period,  they  found  that  the 
median  initial  medical  malpractice 
award  stayed  virtualy  level  once  ad- 
justed for  inflation. 

The  explosion  that  claimed  the  life  of 
Alta  Means  was  real.  The  so-called  "litiga- 
tion explosion"  repeatedly  cited  by  advo- 
cates of  tort  reform  is  essentially  a  myth. 
Under  close  scrutiny,  many  of  the  facts  and 
figures  cited  by  tort-reform  advocates  do 
not  hold  up: 

Assertion:  The  U.S.  is  in  the  midst  of  a 
"litigation  explosion." 

Fact:  last  year,  the  National  Center  for 
State  Courts  (a  nonprofit  group  funded 
largely  by  the  courts  their^elves) 

—here  is  another  impartial  group,  the 
impartial  Consumer  Reports,  report- 
ing on  the  National  Center  for  State 
Court- 
analyzed  data  on  tort  litigation  in  20  state 
courts  for  the  years  1978.  1981.  and  1984. 
Careful  examination  of  the  data  "provides 
no  evidence  to  support  the  existence  of  a 
national  'litigation  explosion'  in  state  trial 
courts  during  the  1981-84  time  period."  said 
Dr.  Robert  Roper,  a  project  director  at  the 
center. 
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So  I  hope  all  the  staff  and  Senators 
listening  will  inform  themselves  of  the 
so-called  fallacy  of  the  explosion,  tort 
reform  crisis,  litigation  explosion. 

Last  year  the  National  Center  for 
State  Courts  did  this  study  on  tort  liti- 
gation in  20  States  for  1978,  1981,  and 
1984,  and  found  no  evidence  to  sup- 
port the  existence  of  a  national  'litiga- 
tion explosion'  in  State  trial  courts 
during  the  1981-84  time  period. 

The  center's  data  show  that  the  annual 
number  of  tort  filings  in  17  states  studied 
rose  9  percent  between  1978  and  1984. 
Meanwhile,  population  in  those  states  rose  8 
percent.  While  court  filings  in  20  states  did 
rise  14  percent  between  1978  and  1981,  they 
fell  4  percent  between  1981  and  1984. 

The  number  of  liability  cases  filed  in  Fed- 
eral courts  has  increased  significantly.  But  a 
single  type  of  suit— damage  claims  related  to 
asbestos— accounts  for  much  of  the  increase. 
Last  year,  4239  of  the  13,554  product-liabil- 
ity cases  filed  in  Federal  courts— 31  per- 
cent—were asbestosis  cases.  That's  not  sur- 
prising. Asbestosis  and  asbestos-induced 
cancer  result  from  many  years  of  exposure: 
only  in  recent  years  have  the  consequences 
of  long-term  exposure  become  evident  in  de- 
bilitating illness  and  death.  In  CU's  opinion, 
people  who  are  suffering  from  asbestosis  or 
asbestos-induced  cancer  (and  the  families  of 
those  who  have  died)  deserve  compensation. 

Assertion:  Plaintiffs  win  million-dollar 
verdicts  regardless  of  merit. 

Pact:  Stories  told  to  provide  this  point  are, 
at  most,  isolated  incidents,  and  are  often  ex- 
aggerated to  the  point  of  myth. 

Insurers  like  to  cite  their  favorite  horror 
stories— about  large  awards  given  to  a 
woman  who  said  she  lost  her  psychic  powers 
after  a  hospital  CAT  scan,  or  to  a  man  who 
injured  himself  using  a  lawn  mower  to  trim 
a  hedge,  or  to  a  California  vandal  who  in- 
jured himself  falling  through  a  school-build- 
ing skylight. 

Such  anecdotes  typically  lose  some  impor- 
tant details  and  gain  a  few  embellishments 
in  the  telling.  Take  the  case  of  the  psychic. 
Both  United  Press  International  and  Associ- 
ated Press  made  much  of  the  fact  that 
Judith  Haimes  was  awarded  close  to  $1  mil- 
lion by  a  Philadelphia  jury  last  March  after 
she  said  that  a  CAT  scan  at  Temple  Univer- 
sity Hospital  made  her  lose  her  psychic 
abilities.  That's  what  made  the  headlines. 

Buried  at  the  bottom  of  both  wire-service 
stories  was  the  fact  that  Judge  Leon  Katz 
told  the  jury  to  disregard  that  issue,  and  to 
base  the  verdict  on  whether  the  hospit*' 
was  negligent  in  administering  a  contrast 
dye  into  her  brain.  The  procedure  allegedly 
caused  Haimes  to  suffer  breathing  difficul- 
ties, intense  headaches,  nausea,  and  inconti- 
nence. What  the  jury  really  decided  was 
that  the  hospital  had  negligently  caused 
Haimes's  adverse  physical  reaction,  not  that 
she  had  lost  her  psychic  powers. 

A  Crum  &  Forster  ad  in  1977  referred  to 
the  man  who  used  a  lawn  mower  to  trim  a 
hedge,  hurt  himself,  sued  the  manufacturer, 
and  won.  The  tale  has  been  repeated  dozens 
of  times  in  si:pport  of  the  notion  that  con- 
sumers injure  themselves  foolishly  and  then 
seek  out  greedy  lawyers  to  bring  groundless 
lawsuits.  But  the  story  was  purely  apocry- 
phal. Crum  &,  Forster  admitted  that  it  had 
no  reliable  source  for  the  alleged  incident. 

And  that  vandal  who  fell  through  the  sky- 
light? There's  some  truth  to  that  one.  But 
the  incident  isn't  as  absurd  as  it  first 
sounds.  The  skylight  was  painted  the  same 
color  as  the  school's  roof.  The  school  dis- 


trict knew  that  situation  was  hazardous  be- 
cause a  young  girl  had  already  been  killed 
falling  through  a  similar  skylight  at  an- 
other school  six  months  before. 

When  a  plaintiff  receives  a  large  award, 
it's  usually  for  a  very  good  reason.  Jury  Ver- 
dict Research  has  on  file  2.094  cases  in 
which  initial  verdicts  equalled  or  exceeded 
$1  million  during  the  period  from  1962  to 
1985.  Of  those,  71  percent  were  for  such 
damages  as  paralysis,  permanent  brain 
damage,  wrongful  death,  amputations,  and 
burns. 

WTHAT  INSURERS  WANT 

Several  proposals  have  been  put  forth  by 
the  insurance  industry  and  its  supporters  in 
state  legislatures. 

Limits  on  awards  for  pain  and  suffering. 

D  1620 

That  is  in  this  bill. 

Most  industry-backed  tort  reform  propos- 
als do  not  attempt  to  limit  the  amount  of 
recovery  for  economic  losses  such  as  lost 
wages  and  medical  costs.  However,  limits  are 
being  proposed  on  compensating  victims  for 
the  pain  and  suffering  that  results  from  an 
Injury.  CU  believes  that  while  those  harms 
are  difficult  to  quantify,  they  are  nonethe- 
less real  and  should  not  be  subject  to  a 
fixed,  preset  limit.  A  man  confined  to  a 
wheelchair  as  a  result  of  someone's  negli- 
gence but  still  able  to  keep  working  at  his 
regular  desk  job  might  suffer  no  lost  wages, 
but  certainty  his  quality  of  life  would  be  af- 
fected. 

Limits  on  punitive  damages. 

That  is  also  in  this  bill. 

Punitive  damages,  as  the  name  implies, 
are  imposed  to  punish  a  defendant  for 
acting  irresponsibly  or  with  disregard  for 
safety.  CU  believes  punitive  damages  must 
be  maintained  in  full  force  to  help  deter 
manufacturers  and  others  from  irresponsi- 
ble behavior. 

Elimination  of  joint  and  several  liability. 
The  legal  doctrine  of  joint  and  several  liabil- 
ity applies  when  more  than  one  defendant  is 
responsible  for  causing  an  injury.  If  one  de- 
fendant cannot  pay,  the  burden  of  payment 
is  transferred  to  the  other  parties  found  to 
be  at  fault. 

Critics  of  the  doctrine  say  that  it  encour- 
ages plaintiffs  to  sue  multiple  defendants, 
especially  those  with  "deep  pockets, '  such 
as  large  corporations,  municipalities,  and 
people  who  carry  a  lot  of  insurance.  Why. 
they  ask.  should  a  wealthy  defendant  that 
bears  only,  say,  5  percent  of  the  responsibil- 
ity for  a  mishap  have  to  pay  for  most  or  all 
of  the  damages,  simply  because  the  other 
defendants  cannot  pay? 

The  question  is  a  valid  one,  and  the  issue 
a  complex  one.  But  CU  does  not  believe  the 
doctrine  should  be  abolished.  Without  it. 
there  would  be  no  mechanism  to  make  sure 
victims  can  recover  a  fair  amount  for  dam- 
ages. If  the  doctrine  of  joint  and  several  li- 
ability were  eliminated,  victims  would  be 
left  holding  the  bag  when  those  defendants 
able  to  pay  succeed  in  shifting  the  blame  to 
those  who  can't. 

Limiting  contingency  fees.  Lawyers  who 
take  on  a  liability  or  malpractice  case  typi- 
cally work  on  a  contingency  fee  basis:  They 
get  a  percentage  of  the  damage  award,  typi- 
cally about  30  percent  of  the  damages  paid. 
If  they  lose  the  case,  they  get  nothing.  Such 
a  system  allows  victims  who  aren't  wealthy 
to  obtain  legal  representation  at  little  or  no 
initial  cost.  At  the  same  time,  because  attor- 
neys are  "investing"  their  own  time  and 
money  in  the  case,  they  have  an  incentive  to 


weed  out  frivolous  or  weak  cases.  Further- 
more, it  would  create  an  imbalance  if  law- 
yers for  injured  consumers  were  subject  to  a 
form  of  price  control  while  corporations  and 
other  large  defendants  were  not  limited  in 
their  legal  budget.  All  in  all,  CU  thinks  the 
contingency-fee  arrangement  is  an  accepta- 
ble one. 

THE  WRONG  CURE 

Clearly,  however,  the  insurance  compa- 
nies' message  is  getting  through.  State  and 
Federal  legislators  have  passed  or  are  con- 
sidering a  number  of  industry-backed  tort- 
reform  proposals,  most  of  which  would  limit 
compensation  to  victims. 

Maryland,  for  example,  has  put  a  $350,000 
cap  on  pain  and  suffering  damages  in  per- 
sonal-injury cases.  Missouri  set  the  same 
limit  for  pain  and  suffering  awards  in  mal- 
practice cases. 

In  June,  the  New  Jersey  Assembly  passed 
and  sent  to  the  state  Senate  a  bill  that 
would  limit  pain-and-suffering  damages  to 
$5000  for  minor  injuries.  $300,000  for  cata- 
strophic injuries.  The  bill  also  sets  a 
$500,000  lid  on  the  amount  a  person  could 
collect  from  a  public  entity,  such  as  a 
county  or  municipality. 

In  California,  voters  recently  passed  Prop- 
osition 51,  which  eliminated  the  legal  doc- 
trine of  joint-and-several  liability  for  pain- 
and-suffering  damages.  And  the  Florida  leg- 
islature this  June  passed  a  bill  to  limit 
awards  for  pain  and  suffering  to  a  maxi- 
mum of  $450,000.  (The  Florida  legislature, 
tied  the  measure  to  a  40  percent  rollback  in 
liability-insurance  premiums.  Within  two 
days,  six  insurance  companies  had  an- 
nounced that  they  would  no  longer  write 
new  commercial  liability  insurance  in  the 
Sunshine  State.) 

In  New  York,  the  Governor's  commission 
reconunended  some  changes  in  the  tort 
system,  such  as  modifying  the  doctrine  of 
joint  and  several  liability.  CU's  Executive 
Director.  Rhoda  Karpatkin,  served  on  the 
commission  and  filed  a  dissent.  Nonetheless, 
a  bill  incorporating  some  tort-system 
changes— undesirable  ones,  in  our  opinion- 
was  about  to  be  signed  into  law  as  this  issue 
went  to  press. 

The  Reagan  Administration  has  proposed 
a  sweeping  package  that  could  cover  prod- 
uct-liability claims  against  corporations. 
Government  contractors,  and  the  U.S.  Gov- 
ernment itself.  The  Reagan  plan,  which  At- 
torney General  Edwin  Meese  called  a  re- 
sponse to  "the  crisis  in  tort  liability"  would 
impose  caps  of  $100,000  on  awards  for  non- 
economic  damages  such  as  pain  and  suffer- 
ing. Punitive  damages  would  also  be  capped 
at  $100,000.  In  addition,  the  Reagan  bill 
would  limit  fees  that  lawyers  could  charge 
in  product-liability  cases. 

Such  tort-reform  measures  will  not  solve 
the  insurance  crisis.  Indeed,  similar  meas- 
ures have  been  tried  in  various  places— with 
little  if  any  effect  on  insurance  rates  or 
availability.  In  Ontario,  Canada,  lawyers' 
contingency  fees  are  not  allowed  and  awards 
for  pain  and  suffering  are  capped.  Nonethe- 
less, liability-insurance  rates  in  Ontario  are 
skyrocketing  and  the  insurance  is  hard  to 
get— just  as  in  the  U.S. 

In  hearings  before  state  legislatures,  in- 
surance-industry representatives  have  de- 
clined to  promise  that  the  tort-reform  meas- 
ures they  advocate  would  result  in  lower  in- 
surance premiums.  Even  if  they  ended  the 
industry's  self-inflicted  crisis,  however,  such 
measures  would  still  be  repressive  and  unde- 
sirable, in  our  view.  Adequate  compensation 
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for  injured  parties  is  a  part  of  our  system  of 
justice. 

THE  RIGHT  CURE 

The  lawsuit  crisis  may  be  phony,  but  the 
insurance  crisis  is  real.  Towns,  doctors,  day- 
care centers,  and  others  face  urgent  prob- 
lems of  insurance  availability  and  afford- 
ability.  What  is  needed  to  alleviate  the  prob- 
lem is  not  tort  reform  but  better  regulation 
of  the  insurance  industry.  The  Governor's 
Advisory  Commission  on  Liability  Insurance 
in  New  York  has  put  forward  several  worth- 
while recommendations  for  strengthening 
the  regulatory  system: 

Price  regulation.  Insurance  regulators 
should  do  more  to  keep  prices  on  an  even 
keel,  discouraging  both  excessive  and  artifi- 
cial cyclical  price  cuts  that  endanger  the 
health  of  insurance  companies  and  exces- 
sive price  hikes  that  create  hardships  for 
consumers. 

The  Commission  suggested  that  a  state  in- 
surance department  can  achieve  this  goal  in 
part  by  setting  upper  and  lower  limits  on 
permissible  prices  that  insurers  may  charge. 
That  practice  would  help  to  avoid  wild 
swings,  while  still  giving  insurers  some  flexi- 
bility. As  in  any  price-regulated  industry,  in- 
surance companies  could  request  changes  in 
the  permitted  price  bands  from  time  to 
time. 

Limiting  cancellations.  The  recent  crisis 
atmosphere  was  created  partly  because  of 
abrupt  cancellations  or  nonrenewal  of  cover- 
age by  insurers.  The  Commission  proposed 
that  insurance  companies  be  permitted  to 
cancel  or  refuse  to  renew  coverage  only  in 
certain  clearly  defined  circumstances,  such 
as  nonpayment  of  premiums  or  fraud  on  the 
part  of  the  insured.  A  "major  change  in  the 
scale  of  risk"  assumed  by  the  insurer  would 
be  a  valid  cause  for  cancellation  or  non-re- 
newal. But  presumably  the  insurer  would 
have  to  demonstrate  to  regulators  that  the 
risk  level  had  indeed  become  unreasonable. 

Providing  more  resources.  The  insurance 
industry  is  regulated  almost  exclusively  by 
the  50  states,  even  though  the  industry  has 
been  nationwide  in  scope  for  decades.  State 
insurance  regulators  are  typically  under- 
staffed operations  that  are  responsible  for 
more  work  than  they  can  capably  handle. 

Federal  oversight  is  needed.  But  so  long  as 
the  states  have  the  responsibility,  the  state 
insurance  departments  need  more  staff. 
more  money,  and  in  many  cases  more  legal 
authority. 

Appointing  a  consumer  advocate.  The 
Commission  recommended  that  an  individ- 
ual be  appointed  to  work  full  time  repre- 
senting the  interests  of  consumers  before 
the  New  York  State  Insurance  Department. 
In  light  of  the  strong  lobbying  presence  of 
the  insurance  industry  in  every  state,  the 
suggestion  is  a  sensible  one  for  all  states  to 
consider. 

Letting  municipalities  pool  risks.  The 
Commission  suggested  creating  a  structure 
whereby  municipalities  and  other  govern- 
ment kxKlies  could  share  the  risks  of  liability 
claims.  Since  one  large  claim  could  severely 
damage  a  small  town,  county,  or  govern- 
ment body,  that  suggestion  makes  sense.  It's 
also  consistent  with  the  theory  of  insurance, 
in  which  many  parties  share  the  risk  of  an 
event  that  will  probably  happen  only  to  a 
few. 

In  addition  to  those  recommendations,  CU 
also  advocates  three  more. 

First,  the  insurance  industry  should  be 
subject  to  both  Federal  and  state  antitrust 
laws  (the  laws  that  ban  price-fixing),  as 
most  industries  are.  Under  the  McCarran- 
Perguson   Act,   which   Congress   passed   in 


1945.  insurance  companies  are  all  but 
exempt  from  Federal  antitrust  rules.  That 
makes  it  harder  to  stop  companies  if  they 
act  in  concert  to  raise  prices  for  a  particular 
line  of  insurance. 

Second,  conflict-of-interest  policies  for  in- 
surance regulators  should  be  made  stiffer, 
in  light  of  a  U.S.  General  Accounting  Office 
study  finding  that  half  of  state  insurance 
regulators  either  came  from  the  insurance 
industry  or  found  employment  in  it  after 
leaving  office. 

Third,  state  regulators  should  encourage 
insurance  companies  to  offer  economic  in- 
centives to  corporations  and  municipalities 
that  follow  good  safety  and  risk-manage- 
ment practices. 

Mr.  President,  I  think  we  have  had  a 
very  successful  educational  session  so 
far  this  afternoon. 

Mr.  President,  I  understand  they 
have  checked  this  on  both  sides  of  the 
aisle,  and  I  understand  that  the  major- 
ity leader  is  ready  to  go  out  for  the 
day.  I  think  the  distinguished  Presid- 
ing Officer  is  ready  to  go  back  to  work. 

Mr.  President,  I  ask  unanimous  con- 
sent that  when  I  am  again  recognized 
to  speak  on  this  matter,  it  not  be  con- 
sidered a  separate  speech. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  ROLLINGS.  Mr.  President,  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

D  1640 

Mr.  BOSCHWITZ.  Mr.  President.  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


SANDINISTA  ANTISEMITISM 

Mr.  BOSCHWITZ.  Mr.  President, 
much  has  been  said  about  the  Sandi- 
nistas and  how  they  have  treated  their 
very  small  Jewish  population  of  about 
20  to  25  families,  some  of  whom  have 
been  in  my  office  in  recent  months. 
There  has  been  much  dispute  about 
the  Sandinistas  and  their  treatment  of 
that  small  community.  A  very 
thoughtful,  complete,  and  I  think  deci- 
sive article  has  recently  been  written 
and  appeared  in  this  month's  Com- 
mentary magazine.  I  ask  unanimous 
consent  that  it  be  printed  in  the 
Record. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Sanoinista  Anti-Semitism  and  Its 

Apologists 

(By  Joshua  Muravchik.  Sysan  All)erts.  and 

Antony  Korenstein) 

In  May  1983.  the  Anti-Defamation  League 
(ADD.  an  organization  dealing  with  in- 
stances of  anti-Semitism  worldwide,  issued  a 
statement  denouncing  Sandinista  Nicaragua 
as  "a  country  without  Jews,  but  not  without 


anti-Semitism."  The  statement  set  forth  the 
complaints  of  a  number  of  Nicaraguan 
Jewish  refugees  who  said  that  they  had 
been  compelled  to  leave  the  country  on  ac- 
count of  threats  and  harassment  by  the 
Sandinistas,  that  their  personal  property 
had  been  unjustly  confiscated,  and  that 
their  synagogue  had  been  expropriated.  The 
ADL  went  public  with  these  charges  only 
after  having  worked  fruitlessly  behind  the 
scenes  for  a  year-and-a-half  to  persuade  the 
Nicaraguan  government  to  make  restitution 
of  the  Jews  and  to  return  the  synagogue. 

The  White  House  quickly  invited  the 
ADL's  spokesman  on  this  issue.  Rabbi 
Morton  Rosenthal,  and  a  couple  of  the 
Jewish  refugees  to  address  one  of  the 
weekly  meetings  of  its  Central  America  Out- 
reach Group,  and  President  Reagan  himself 
was  soon  echoing  the  charges  of  anti-Semi- 
tism in  speeches  defending  his  policy  with 
regard  to  Nicaragua. 

The  Sandinistas  were  as  quick  to  respond 
to  the  ADL's  public  charges  as  they  had 
been  slow  to  respond  to  its  private  appeals. 
They  vehemently  denied  that  they  were 
anti-Semitic,  pointing  to  the  presence  of 
five  Jews  in  leading  positions  in  their  own 
government.  As  for  the  synagogue,  it  had 
been  expropriated,  they  said,  because  it  was 
part  of  the  personal  property  of  Abraham 
Gorn.  a  wealthy  Nicaraguan  who  had  been 
president  of  the  Jewish  community  and  who 
was  a  "Somocista." 

As  it  turned  out,  the  five  'Jews"  cited  by 
the  Sandinistas  as  evidence  of  their  philo- 
Semitism  may  all  have  had  Jewish  ances- 
tors, but  not  one  was  identified  with  the 
Jewish  community.  The  only  ones  in  the 
group  with  any  religious  affiliation  at  all 
were  practicing  Roman  Catholics,  including 
Minister  of  Education  (now  Ambassador) 
Carlos  Tunnerman  and  Minister  of  Culture 
Ernesto  Cardenal.  Cardenal.  a  Jesuit  priest, 
gained  worldwide  attention  during  Pope 
John  Paul  II's  visit  to  Nicaragua  when 
newsphotos  captured  the  kneeling  priest 
seeking  to  kiss  the  papal  ring  and  receiving 
instead  a  stern  lecture  from  the  pontiff  on 
the  duty  of  obedience  to  his  bishop.  Further 
to  the  discredit  of  the  Sandinistas'  argu- 
ment, the  Jewish  refugees  produced  a  deed 
of  ownership  to  the  synagogue,  showing 
clearly  that  it  was  the  communal  property 
of  the  congregation  and  not  of  Mr.  Gorn. 

But  if  the  Sandinistas  were  less  than 
adept  at  defending  themselves  against  the 
charge  of  anti-Semitism,  they  soon  got  help 
from  Americans,  some  of  whom  were  their 
supporters,  others  of  whom  were  not.  Iron- 
ically, the  most  important  help  came  from 
the  U.S.  embassy  in  Nicaragua.  Ambassador 
Anthony  Quainton  looked  into  the  allega- 
tions and  reported,  according  to  newspaper 
accounts  of  his  leaked  confidential  cable  to 
Washington,  that  "the  evidence  fails  to 
demonstrate  that  the  Sandinistas  have  fol- 
lowed a  policy  of  anti-Semitism  or  have  per- 
secuted Jews  solely  because  of  their  reli- 
gion." Being  "a  member  of  the  Jewish  reli- 
gion," the  cable  went  on,  "is  neither  a  neces- 
sary nor  sufficient  condition  to  result  in  .  .  . 
persecution"  by  the  Nicaraguan  govern- 
ment. 

Although  no  one  questioned  the  diligence 
of  Ambassador  Quainton's  investigation,  he 
himself  agreed  in  a  letter  to  Rabbi  Rosen- 
thal of  the  ADL  that  there  was  an  impor- 
tant gap  in  his  research:  virtually  all  the 
Jews  had  already  fled  Nicaragua,  and  he 
was  unable  to  interview  them.  Moreover,  de- 
spite the  fact  that  he  seemed  to  deny  the 
gravamen  of  the  accusations  of  anti-Semi- 
tism,   Ambassador    Quainton's    conclusion 
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contained  a  note  of  ambiguity,  acknowledg- 
ing as  it  did  that  Jewishness  could  indeed 
have  constituted  one  contributing  factor 
among  several  that  led  to  the  persecution  of 
Nicaragua's  Jews. 

Next,  Rabbi  Marc  Tanenbaum  of  the 
American  Jewish  Committee  joined  the  ar- 
gument, becoming  embroiled  in  a  dispute 
with  Rabbi  Rosenthal  in  the  pages  of  the 
Jewish  press.  Rabbi  Tanenbaum  agreed  that 
some  "anti-Semitic  acts"  had  been  commit- 
ted, but  he  maintained  that  "anti-Semitism, 
as  opposed  to  anti-Israel  foreign  policy,  was 
not  Sandinist  official  policy,"  and  that  "the 
real  problem  with  Nicaragua  was  one  of  po- 
litical anti-Israel  positions  rather  than  clas- 
sical theological  anti-Semitism,  and  there- 
fore requires  a  different  response."  The 
quarrel  between  the  two  rabbis  grew  rather 
heated,  but  it  seemed  to  be  less  about  the 
facts  of  the  case  than  about  how  to  react  to 
them. 

The  debate  over  Sandinista  anti-Semitism 
intensified  in  1984  when  a  group  called  New 
Jewish  Agenda  sponsored  a  delegation  to 
Nicaragua  to  look  into,  the  issue.  New 
Jewish  Agenda  describes  itself  as  a  voice  for 
"progressive"  Jews,  and  takes  positions  that 
are  often  at  variance  with  those  of  most 
other  Jewish  organizations.  Domestically,  it 
advocates  the  use  of  racial  quotas  in  hiring 
and  promotion;  in  the  Middle  East,  it  calls 
for  the  creation  of  an  independent  Palestini- 
an state  through  negotiations  between 
Israel  and  the  PLO. 

The  delegation's  report,  signed  by  eleven 
of  its  thirteen  members,  including  Rabbi 
Marshall  Meyer,  a  prominent  former  leader 
of  the  Jewish  community  of  Argentina,  and 
Hector  Timerman.  son  of  Jacobo.  said  that 
the  group  has  "searched  for  any  evidence  to 
support  charges  of  anti-Semitism"  but  that 
"none  were  found."  The  report  was  rather 
upbeat  about  Nicaragua  in  general,  conclud- 
ing: "It  was  made  abundantly  clear  to  us 
and  confirmed  by  leaders  of  the  Sandinista 
government  that  Nicaragua  welcomes 
Jewish  participation  as  well  as  participation 
from  any  group  in  the  reconstruction  of  a 
pluralistic  society."  The  delegation  urged 
Nicaraguan  Jewish  refugees  to  "consider 
taking  the  government  of  Nicaragua  at  its 
word— that  they  are  welcome  back."  and  it 
volunteered  to  "monitor  and  report  on"  the 
treatment  of  any  who  returned  to  Nicara- 
gua. 

Despite  the  claim  that  no  evidence  of  anti- 
Semitism  could  be  found,  however,  the  dele- 
gation's report  itself  contained  some  evi- 
dence. It  referred  to  articles  in  the  Sandi- 
nista-controlled  newspaper,  Nuevo  Diario, 
alleging  that  Jews  control  world  finance, 
and  headlines  such  as  "Jews  Bomb  Beirut." 
The  report  did  condemn  these  expressions, 
but  attributed  them  to  "sloppy  journalism" 
and  to  Nicaragua's  "history  of  sensationalis- 
tic,  yellow  journalism." 

The  report  also  acknowledged  as  fact  the 
Jewish  refugees'  assertions  that  the  Mana- 
gua synagogue  had  been  attacked  with  an 
incendiary  device  during  worship  services  in 
1978.  But  the  delegation  claimed  that  it 
could  not  "satisfactorily  resolve"  whether 
the  attack  had  been  conducted  by  Sandinis- 
tas, as  the  worshippers  who  witnessed  it 
charged,  or  "was  instead  attributable  to 
Somoza  provocateurs."  as  Sandinista  sup- 
porters now  suggested. 

Rnally.  in  the  words  of  the  report,  "the 
question  of  whether  property  was  confiscat- 
ed because  of  its  ownership  by  Jews,  or 
whether  regulations  governing  confiscation 
were  applied  to  Jews  in  a  discriminatory 
manner,  lies  at  the  heart  of  allegations  of 


anti-Semitism. "  The  delegation  concluded 
that  the  answer  to  both  of  these  questions 
was  no. 

But  these  were  not.  in  fact,  the  questions 
at  heart  of  the  charges  of  anti-Semitism. 
The  heart  of  the  charges  was  that  the  San- 
dinista Front  had  conducted  a  campaign  of 
harassment  and  intimidation  aimed  at  Nica- 
raguan Jews,  which  caused  them  to  flee.  As- 
tonishingly, the  report  simply  failed  to  ad- 
dress this  issue— even  though  it  had  been 
presented  directly  to  the  delegation  by 
three  of  the  refugees  who  met  with  the 
group  at  the  Miami  airport  as  it  was  en 
route  to  Managua.  Although  the  report's  in- 
troduction contained  a  paragraph  describing 
this  meeting,  the  body  of  the  report  omitted 
any  mention  of  its  substance,  merely  noting 
in  passing:  "It  is  clear  to  us  that  (the  Jews 
who  fled],  many  of  whom  are  refugees  from 
the  Holocaust,  did  feel  frightened  and 
threatened  by  the  violence  and  disorder 
that  accompanied  the  toppling  of  Somoza. 
It  is  not  our  purpose  or  place  to  judge 
whether  .  .  .  such  fear  was  reasonable  or 
justified."  This  is  all  the  more  astonishing 
since  the  refugees  themselves  had  told  the 
delegation  that  what  made  them  feel  fright- 
ened and  threatened  was  not  the  random  vi- 
olence and  disorder  but  specific  incidents  of 
Sandinista  hostility.  And  the  question  of 
whether  their  fears  were  generated  by  real 
as  opposed  to  imagined  persecution  was  in 
fact  the  central  question  to  be  raised. 

The  one  member  of  the  delegation  who 
did  address  this  issue  was  Rabbi  Fancis 
Barry  Silberg  of  Milwaukee,  who  refused  to 
sign  the  group's  report  and  instead  issued  a 
public  demurrer.  In  it  he  said:  "While  there 
appears  to  have  been  no  program  of  perse- 
cution of  Jews  in  Nicaragua,  the  Sandinis- 
tas' actions  have  certainly  created  a  climate 
of  concern  sufficient  for  the  mass  emigra- 
tion of  Jews  after  the  "triumph  of  the  revo- 
lution.' These  actions  include  .  .  .  their  in- 
ability to  distinguish  between  Judaism  and 
Zionism.  .  .  .  Subsequent  developments  .  .  . 
confirmed  the  wisdom  of  that  flight." 

While  Rabbi  Silberg's  dissent  received 
scant  attention,  the  delegation's  report  was 
covered  in  the  major  media,  and  it  was 
echoed  in  two  articles  in  Moment,  a  Left-lib- 
eral Jewish  monthly,  by  delegation  mem- 
bers Robert  Weisbrot.  an  assistant  professor 
of  history  at  Colby  College,  and  Cynthia 
Arnson.  a  congressional  aide  and  a  former 
staff  member  of  the  Institute  for  Policy 
Studies. 

In  her  article.  Miss  Arnson  charged  the 
Reagan  administration  with  knowing  that 
the  claims  of  anti-Semitism  were  false.  In 
support  of  this  contention  she  quoted  Am- 
bassador Quainton's  cabled  doubts  that  the 
Sandinistas  "have  persecuted  the  Jews 
solely  because  of  their  religion"— but  she 
omitted  the  word  "solely"  (without  indicat- 
ing an  ellipsis),  thus  altering  the  meaning  of 
the  passage.  She  also  persented  selective 
quotations  from  Michael  Gale.  President 
Reagan's  Uaison  to  the  Jewish  community, 
and  from  Under  Secretary  of  State  Law- 
rence Eagleburger.  to  argue  that  these  two 
"representatives  of  the  administration  had 
denied  that  anti-Semitism  was  involved  in 
the  Nicaraguan  saga."  In  truth.  Gale  was  in 
the  forefront  of  publicizing  the  issue  of  San- 
dinista anti-Semitism  within  the  administra- 
tion and  Eagleburger.  in  the  very  same 
paragraph  from  which  Miss  Arnson  quoted, 
went  on  to  refer  to  the  ADL's  allegations. 
Miss  Arnson  also  reported  that  a  delegation 
from  the  State  Department's  human-rights 
bureau  had  visited  Nicaragua  and  investi- 
gated the  charges  of  anti-Semitism,  finding 


them  baseless.  But  Elliott  Abrams.  then  the 
head  of  the  bureau,  had  denied  that  such  a 
delegation  existed,  and  Miss  Arnson.  when 
challenged,  has  refused  to  name  its  mem- 
bers. 

Still  more  zealous  in  defending  the  Sandi- 
nistas against  the  charge  of  anti-Semitism 
was  Rabbi  Balfour  Brickner  of  the  Stephen 
Wise  Free  Synagogue  of  New  York,  a  long- 
time leader  in  the  Union  of  American 
Hebrew  Congregations  (Reform).  In  1984 
Rabbi  Brickner  visited  Nicaragua;  he  wrote 
afterward  that  it  made  him  feel  the  way 
Israel  had  made  him  feel  "in  the  late  50's 
and  early  60's, "  when  he  liked  Israel  better 
than  he  does  today.  "Then.  Israeli  govern- 
ment leaders  were  as  informal  and  accessi- 
ble as  members  of  the  junta  are  in  Nicara- 
gua today. "  he  wrote.  "The  inescapable 
fact. "  he  went  on.  "is  that  Israel  has  been 
deeply  involved  in  thwarting  popular  forces 
for  democratic  and  social  change  in  Latin 
America,  forces  similar  in  ideology  to  those 
which  brought  Israel  into  existence,"  and 
he  added:  "No  wonder  she  is  viewed  with 
sometimes  not  so  quiet  resentment  and 
smoldering  distrust. "  As  for  the  Nicaraguan 
government,  not  only  does  it  not  p>ersecute 
Jews,  "it  doesn't  persecute  Catholics  or 
Protestants  either.  It  does  challenge,  and 
sometimes  expels,  those  who.  in  religious 
grab,  conduct  counterrevolutionary  activi- 
ties." 

If  in  this  last  formulation  Rabbi  Brickner 
began  to  approach  the  rhetoric  of  the  San- 
dinistas themselves,  a  subsequent  rumina- 
tion on  the  subject  went  even  further 
toward  embracing  Sandinista  views.  Writing 
in  the  Washington  Post,  he  said:  If  Jews 
fled  Managua  after  the  revolution,  it  was 
not  because  the  incoming  government  was 
anti-Semitic;  it  was  because  that  govern- 
ment wanted  to  isolate  and  strip  power  .  .  . 
from  supporters  of  the  dictator  who  had 
been  overthrown.  Of  the  few  Jews  who  had 
remained  in  Managua  after  the  1972  earth- 
quake, many  were  strong  supporters  of 
Somoza.  "  Where  the  New  Jewish  Agenda 
report  had  simply  elided  the  refugees'  tales 
of  intimidation  and  persecution.  Rabbi 
Brickner  now  took  the  further  step  of  im- 
plying that  the  persecution  was  justified  by 
the  Jews'  own  past  actions. 

How  did  Rabbi  Brickner  know  that  the 
Jews  were  "Somocistas"  without  having 
interviewed  them?  Apparently,  the  Sandi- 
nistas told  him  so.  They  also  seem  to  have 
told  him  they  were  not  responsible  for  the 
firebombing  of  the  Managua  synagogue. 
Doctoring  Ambassador  Quainton's  words  a 
la  Cynthia  Arnson.  Rabbi  Brickner  charac- 
terized the  allegations  of  Sandinista  anti- 
Semitism  as  a  "canard."  adding:  "and  we 
Jews  know  it." 

Rabbi  Brickner's  version  soon  achieved 
the  status  of  received  wisdom.  When,  earlier 
this  year.  President  Reagan  again  cited  anti- 
Semitism  on  his  list  of  Sandinista  misdeeds. 
Rabbi  Alexander  Schindler.  the  president  of 
the  Union  of  American  Hebrew  Congrega- 
tions, replied  that  "It  is  woefully  inappro- 
priate for  the  President  to  resurrect  these 
discredited  canards.';  Perhaps  more  signifi- 
cantly, the  New  York  Times  relied  upon 
Rabbi  Brickner  in  an  editorial  criticizing  the 
President:  'Of  the  millions  who  heard  Mr. 
Reagan  describe  the  desecrating  and  fire- 
bombing'  of  Managua's  only  synagogue,  how 
many  will  catch  up  with  the  rejoinder,  by 
Rabbi  Balfour  Brickner  .  .  .?  He  says  the 
building  was  abandoned  during  street  fight- 
ing in  1978.  a  year  before  the  Sandinistas 
seized  power.  The  rabbi's  own  investigation 
in  Nicaragua  failed  to  sustain  Mr.  Reagan's 
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charge  of  virulent  anti-Semitism."  On  the 
same  day.  the  Washington  Post  ran  a 
lengthy  "news  analysis"  column  by  reporter 
Joanne  Omang.  She  wrote:  "Reagan  said 
"the  entire  Jewish  community  [was]  forced 
to  flee  Nicaragua.'  [But  Nicaragua's  few 
Jews  closed  their  synagogue  for  laclt  of  use. 
and  most  who  left  had  backed  Somoza.  A 
1983  State  Department  inquiry  found  no 
evidence  of  anti-Semitism. "  Even  the  Wash- 
ington Jewish  Week  dismissed  the  story  of 
persecution  as  emanating  from  the  testimo- 
ny of  only  two  refugees. 

Curiously,  while  various  groups  and  indi- 
viduals purporting  to  examine  this  issue 
traveled  to  Nicaragua,  where  virtually  no 
Jews  were  left,  none  sought  to  track  the 
story  to  its  source— the  refugees  themselves 
who  were  now  living  mostly  in  Miami  or 
Costa  Rica.  In  the  last  few  months  we  have 
endeavored  to  do  exactly  that,  interviewing 
members  of  each  of  the  refugee  families  we 
could  locate  and  who  were  willing  to  talk  to 
us.  Of  the  seventeen  families  that  com- 
prised the  bulk  of  the  Jewish  community 
prior  to  the  rise  of  the  Sandinistas,  we  now 
have  accounts  from  all  but  two.'  Prom  com- 
paring individual  stories,  we  believe  that  we 
are  able  to  piece  together  a  pretty  clear  pic- 
ture of  what  happened  to  Nicaraguan 
Jewry. 

Until  the  Sandinista  triumph,  the  Jewish 
community  comprised  approximately  fifty 
individuals.  The  breadwinners  were  virtual- 
ly all  engaged  in  business  or  commerce, 
some  with  small  enterprises  and  some  with 
rather  substantial  ones.  The  community 
maintained  a  synagogue:  although  it  did  not 
have  a  rabbi,  it  conducted  regular  worship 
services,  and  one  of  its  number  was  always 
designated  as  its  president.  Today,  all  but 
two  or  three  individuals  live  outside  of  Nica- 
ragua. 

Harassment  of  Jews  by  the  Sandinista 
Pront  (PSLN)  began  during  the  year  prior 
to  its  seizure  of  p>ower.  Most  Jewish  families 
began  receiving  abusive  and  threatening 
telephone  calls,  some  of  them  every  day. 
others  every  few  days.  The  callers  identified 
themselves  as  Sandinistas,  used  foul  and 
abusive  language,  made  specific  derogatory 
reference  to  the  Jewishness  of  their  re- 
spondents, and  uttered  death  threats  both 
against  the  heads  of  households  and  against 
their  children.  In  some  cases,  similar  threats 
and  abuse  were  conveyed  in  postcards  or  in 
graffiti  sprayed  on  Jewish  homes  and  places 
of  business.  Some  received  warnings  from 
friendly  employees  with  links  to  the  Sandi- 
nistas, and  a  few  were  followed  or  ap- 
proached with  threatening  messages  by  men 
on  the  street  whom  they  did  not  recognize. 

These  threats  were  underscored  by  an 
event  that  occurred  during  a  Priday-night 
service  in  Deceml)er  1978.  That  night,  an  in- 
cendiary device  was  hurled  at  the  syna- 
gogue, igniting  its  wooden  doors.  When 
some  of  the  worshippers  emerged  from  the 
building  they  were  confronted  by  a  carload 


'  All  the  interviewing  was  done  by  Susan  Alberts. 
Although  we  have  no  means  of  evaluating  defini- 
tively the  accuracy  of  the  details  of  each  of  the  in- 
dividual accounts  we  heard,  the  stories  were  all 
compatible.  In  their  general  outlines,  nnd  in  many 
specific  details,  they  were  mutually  corroborating, 
and  in  no  significant  respect  were  they  contradicto- 
ry. In  the  past.  Sandinista  representatives  and 
others  have  challenged  the  veracity  of  one  or  an- 
other individual  Jew  whose  complaints  were  publi- 
cized. We  find  it  impossible  to  imagine  that  the  var- 
ious stories  we  heard  from  refugees  living  in  differ- 
ent countries  and  cities  could  have  been  fabricated 
and  still  be  as  mutually  consistent  as  these  were. 
Indeed,  we  found  no  reason  to  doubt  the  veracity  of 
any  of  the  individuals  we  interviewed. 


of  armed  men.  recognizable  to  them  as  San- 
dinistas, who  pointed  guns  at  them  and  or- 
dered them  back  inside.  Eventually  the  as- 
sailants fled  and  the  fire  was  extinguished: 
the  building  was  not  destroyed  and  none  of 
the  worshippers  was  seriously  injured. 

Contrary  to  Rabbi  Brickner's  assertions, 
there  is  evidence  to  corroborate  the  victims' 
claims  that  the  attackers  were  Sandinistas. 
Mauricio  Palacio.  who  at  the  time  was  em- 
ployed by  one  of  the  Nicaraguan  Jews,  and 
is  now  himself  a  refugee  in  the  United 
States  after  having  grown  disillusioned  with 
the  Sandinistas,  has  given  a  signed  state- 
ment confessing  to  his  part  in  the  1978 
arson  attack  against  the  Managua  syna- 
gogue. The  aim  of  the  attack,  he  says,  was 
not  to  injure  but  further  to  intimidate  the 
Jews.  In  this  it  was  successful. 

As  the  fighting  between  PSLN  insurgents 
and  Somoza's  National  Guard  reached  its 
climax  in  the  summer  of  1979,  several  Nica- 
raguan Jews  left  the  country.  When  the 
Sandinistas  triumphed,  these  individuals,  as 
well  as  a  couple  of  others  who  coincidental- 
ly  found  themselves  out  of  the  country  on 
business,  had  to  decide  whether  to  try  to 
return.  One  who  did  was  the  community's 
president.  Abraham  Gorn.  an  elderly  busi- 
nessman and  reputed  friend  of  the  first 
Somoza  (who  had  ruled  the  country  until 
the  mid-1950's).  Shortly  after  his  return. 
Gorn  was  imprisoned  by  Sandinista  authori- 
ties for  a  few  weeks,  during  which  time  he 
(like  some  other  prisoners)  was  compelled  to 
sweep  streets.  Upon  his  release  he  sought 
refuge  in  the  Costa  Rican  embassy  and  se- 
cured safe  passage  out  of  the  country  with 
the  assistance  of  the  Costa  Rican  govern- 
ment. 

Another  who  attempted  to  go  back  after 
the  revolution  was  Sarita  Kellerman.  (Her 
husband.  Oscar,  whom  both  Kellermans 
deemed  to  be  in  greater  danger,  remained  in 
the  United  States.)  Night  after  night,  her 
house  was  searched  by  uniformed  armed 
men  claiming  to  look  for  weapons  and  pock- 
eting whatever  possessions  struck  their 
fancy.  After  a  few  weeks,  she  left,  not  to 
return. 

Some  who  left  the  country  because  of 
warnings  that  their  lives  were  in  danger 
never  considered  returning.  Isaac  Stavisky 
was  told  at  gunpoint,  "Next  time  we'll  get 
you,  you  Jew. "  Gyula  Pinkes  and  Laszlo 
Gevurt,  business  partners,  suffered  repeated 
attacks  on  their  homes,  during  which  PSLN 
combatants  shouted,  "We  know  Jews  live 
here."  After  being  warned  by  a  friend  whom 
they  took  to  be  well-connected  that  the 
PSLN  was  'coming  after  the  Jews,"  they 
fled. 

Those  who  remained  after  July  1979  suf- 
fered a  pattern  of  petty  harassment  which 
within  a  year  or  two  impelled  them  to  leave 
as  well.  Against  the  background  of  these 
threats,  the  large  radical  Arab  presence  that 
s(X)n  materialized  in  revoluntionary  Nicara- 
gua seemed  particularly  ominous. 

The  Sandinistas  had  close  and  longstand- 
ing ties  with  the  PLO  and  Libya.  Many,  in- 
cluding Nicaragua's  Interior  Minister  Tomas 
Borge,  had  received  guerrilla  training  in 
PLO  camps  in  Lebanon,  and  some  had  par- 
ticipated in  PLO  operations  such  as  the 
1970  hijacking  of  an  EL  Al  airliner.  After 
the  Sandinista  revolution,  these  relations 
became  formalized:  both  the  PLO  and  Libya 
began  providing  economic  and  military  aid, 
including  training,  and  the  PLO  opened  a 
fully  accredited  embassy  in  managua,  em- 
ploying scores  of  operatives.  Borge  publicly 
pledged  to  Yasir  Arafat  thai  "the  PLO 
cause  is  the  cause  of  the  Sandinistas." 


Like  Jews  the  world  over,  Nicaragua's 
Jews  felt  a  sense  of  emotional  attachment 
to  the  Jewish  state.  One,  in  fact,  had  acted 
as  Israel's  "honorary  consul,"  or  good-will 
ambassador,  to  Nicaragua.  Since  the  har- 
rassment  experienced  by  the  Jews  was  ac- 
complished by  the  shouting  of  anti-Israel 
slogans  and  the  daubing  of  graffiti  associat- 
ing Zionism  with  "Somocism."  the  increas- 
ingly strong  £andinista-PLO  ties  and  anti- 
Zionist  tirades  m  the  Sandinista-controlled 
media  became  a  source  of  fear  for  the  re- 
maining Jews. 

To  add  to  their  fears,  the  stragglers  re- 
ceived hints  of  other  perils  lying  in  wait. 
Some  were  told  by  acquaintances  that  San- 
dinista authorities  were  looking  to  arrest 
them  or  were  intending  to  arrest  their  col- 
leagues or  relatives  if  they  returned  to  the 
country.  One  Jewish  store-owner  was  told 
by  a  customer  who  worked  in  the  prosecu- 
tor's office  that  there  was  "a  file  on  every- 
one in  the  Jewish  community." 

Within  a  few  years,  virtually  all  the  re- 
maining Jews  had  left.  Almost  all  had  their 
property  confiscated,  either  under  a  decree 
aimed  at  those  who  "adhered"  to  "Somo- 
cism." a  hopelessly  vague  accusation  rarely 
applied  with  anything  approaching  due 
process,  or  under  a  decree  declaring  that 
anyone  who  remained  out  of  the  country 
longer  than  six  months  would  forfeit  his 
property  rights.  In  addition,  the  synagogue 
was  expropriated.' 

All  in  all,  the  story  of  the  persecution  and 
flight  of  Nicaragua's  Jews  is  rather  a  simple 
one.  Why,  then,  did  it  become  enmeshed  in 
so  much  confusion  and  controversy?  In  part, 
the  answer  is  that  the  Sandinistas  work 
hard  at  presenting  their  case,  and  benefit 
from  the  assistance  of  Americans  eager  to 
lend  their  talents  and  voices  in  defense  of 
"the  revolution."  But  in  part,  too,  the  fact 
that  the  main  motivation  for  the  Sandinis- 
tas' persecution  of  the  Jews  seems  to  have 
been  an  intense  animus  against  Israel  may 
have  led  various  observers  who  were  not 
necessarily  predisposed  in  favor  of  the  San- 
dinista government  to  conclude  that  what 
was  at  work  here  was  not  anti-Semitism  but 
the  distinguishable  phenomenon  of  anti-Zi- 
onism. 

In  truth,  however,  it  was  the  Sandinistas 
who  were  unable  to  separate  their  anti-Zion- 
ism from  anti-Semitism,  just  as  their  Soviet 
and  Palestinian  and  Libyan  brethren  have 
been  unable  to  do.  Thus,  for  example, 
during  the  war  in  Lebanon,  the  Sandinista 
newspaper.  Nuevo  Diario,  frequently  lapsed 
into  explicit  anti-Semitism.  One  story  con- 
tained the  sentence:  "Zionists,  from  Wall 
Street,  the  U.S.  Congress,  and  other  power- 
ful sectors  of  the  establishment  install  and 
depose  Presidents  [and]  determine  funda- 
mental aspects  of  foreign  and  domestic 
policy."  A  week  later  one  could  read:  "In  ac- 
cordance with  the  Bible,  Israel  has  commit- 
ted a  capital  crime  for  which  she  has  not 
yet  repented,  that  is  condemning  to  death 
and  killing  the  Lord  Jesus  Christ.  .  .  . 
Christian  revolutionaries  are  called  upon  to 
redouble  their  efforts  against  the  theology 
of  death. "  And  a  week  later:  "For  many 
years  the  Jews,  who  crucified  Christ,  .  .  . 
have  used  the  myth  of  being  God's  chosen 
people  to  justify  massacres  of  the  Palestini- 
an people. "  Two  days  after  that:  'The 
world's  money,  banking,  and  finance  are  in 
the  hands  of  descendants  of  Jews,  eternal 
protectors  of  Zionism."  Perhaps  most  re- 
vealing was  the  headline,  "Jews  Bomb 
Beirut,"  and  the  speculation  that  President 
Reagan— in  view  of  his  pro-Israel  policy- 
must  have  some  Jewish  blood  in  him. 
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In  other  words,  although  hatred  of  Israel 
rather  than  hatred  of  Jews  per  se  may  have 
been  what  motivated  the  Sandinistas  to  per- 
secute Jews,  persecute  them  they  did— if 
only  because  they  saw  the  Jewish  communi- 
ty as  a  whole  as  an  extension  of  Israel. 

The  Sandinistas  and  their  apologists  now 
often  claim  that  the  Jews  were  Somocistas. 
but  In  fact  there  is  little  evidence  of  this. 
Abraham  Gorn  and  perhaps  one  or  two 
others  of  the  wealthiest  families  did  have 
business  and/or  social  relations  with  the 
Somoza  clan,  but  the  majority  of  Jews  did 
not.  Moreover,  there  is  little  reason  to  be- 
lieve that  even  those  who  did  have  ties  to 
Somoza  contributed  in  any  material  way  to 
keeping  him  in  power,  such  as  by  participat- 
ing in  military  or  political  life.  The  Sandi- 
nistas claim  to  have  a  letter  showing  that 
Gorn  made  deliveries  of  supplies  to  the  Na- 
tional Guard,  but  Gorn  was  in  the  textile 
business,  and  no  one  has  shown  that  the 
supplies  in  question  were  anything  but 
clothing. 

What  is  true  is  that,  as  a  group,  Nicara- 
guan  Jews  were  middle  class,  and  this  made 
them  natural  targets  of  Sandinista  hostility. 
Sandinismo,  after  all,  is  a  variant  of  Marx- 
ism, and  along  with  everything  else  it  has 
inherited  from  that  ideology  it  would  seem 
to  have  inherited  a  hatred  of  the  middle 
class  and  a  predisposition  to  extend  that 
hatred  to  Jews.  It  was  Marx  who  wrote: 
"What  is  the  worldly  cult  of  the  Jew?  Huck- 
stering. What  is  his  worldly  god?  Money." 
In  an  echo  of  this,  Herty  Lewitas,  the  Sandi- 
nista Minister  of  Tourism,  son  of  a  Catholic 
mother  and  a  Jewish  father  who  separated 
himself  from  the  Jewish  community  some 
decades  ago,  told  the  New  Jewish  Agenda 
delegation,  "I  remember  when  I  was  grow- 
ing up  that  many  of  the  Nicaraguan  Jews 
used  to  say,  'Our  county  is  the  world,  and 
our  flag  is  the  dollar.'  "  It  is  more  likely  that 
Lewitas  was  "remembering"  not  something 
Jews  themselves  said  but  something  that 
was  said  about  them. 

Whatever  the  motivations  behind  Sandi- 
nista behavior  toward  Jews,  the  essential 
fact  is  that  a  tiny  community— some  fifty  in- 
dividuals—was compelled  to  flee.  This  is  not 
a  very  big  story;  it  pales  in  comparison,  for 
example,  with  that  of  Nicaragua's  Miskito 
Indians,  thousands  of  whom  have  also  been 
compelled  to  flee  and  hundreds  of  whom 
have  died.  But  it  is  a  true  story,  and  a  re- 
vealing one— revealing  about  the  regime 
that  has  perpetrated  this  evil,  and  unfortu- 
nately revealing  as  well  about  those  in  this 
country,  including  some  Jews,  who  have 
denied  or  defended  it. 


AFRICAN  NATIONAL  CONGRESS 

Mr.  BOSCHWITZ.  Mr.  President.  I 
also  ask  unanimous  consent  that  an 
article  which  appeared  in  the  Anti- 
Defamation  League  Bulletin  of  May 
1986  entitled  "The  African  National 
Congress,  A  Closer  Look"  also  be  in- 
serted in  the  Record  because  it  gives,  I 
believe,  an  objective  and  straightfor- 
ward look  at  the  African  National 
Congress  in  a  most  direct  and  unbiased 
manner. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 


The  African  National  Congress— A  Closer 

Look 
(By  Nathan  Perlmutter  and  David  Evanier) 

Discussion  of  the  political  scene  in  South 
Africa  properly  begins  with  the  self-evident 
stipulation  that  apartheid  is  racist  and  de- 
humanizing. 

If  you  are  a  black  citizen  of  South  Africa, 
you  cannot  vote  in  national  elections:  you 
must  generally  use  separate  public  facilities: 
you  are  not  allowed  to  own  real  estate  in  87 
percent  of  your  own  country:  you  are  told 
with  whom  you  may  socialize,  and  where 
you  can  look  for  a  job.  If  the  government 
wants  to  resettle  you.  it  can  do  so  at  any 
time  for  any  reason. 

The  "homelands"  resettlement  drive  has 
forced  half  of  South  Africa's  blacks  into 
overcrowded,  unproductive  segregated  Ban- 
tustans,  areas  with  no  industrial  base  that 
are  so  overpopulated  hardly  any  viable  agri- 
cultural land  ieniains.  Drinking  water  is 
unsafe  and  sanitation  deplorable.  Since  the 
Bantustans  are  little  more  than  detention 
camps,  many  Africans  migrate  to  urban  cen- 
ters as  'illegals'  subject  to  arrest.  Forty 
percent  of  black  children  are  estimated  to 
be  malnourished  and  ten  percent  suffer 
from  kwasiokor  (extreme  protein  deficien- 
cy). 

In  1984,  Pretoria's  Constitution  granted 
Parliament  chambers  to  Asian  and  "col- 
ored" communities  but  not  to  blacks. 

On  the  positive  side,  black,  colored  and 
Asian  trade  union  membership  has  grown 
from  150.000  after  legalization  in  1979  to 
750.000  today  and  blacks'  real  income  has 
risen  substantially  in  the  last  25  years, 
higher  than  in  any  other  African  country. 
The  U.S.  State  Department  says  that  more 
positive  changes  have  taken  place  in  South 
Africa  in  the  last  five  years  than  in  the  pre- 
vious 300. 

Hotels,  parks  and  theaters  are  being  inte- 
grated, and  the  pass  laws  controlling  where 
blacks  can  live  and  work  were  recently  re- 
voked. Other  reform  commitments  that  are 
going  to  be  translated  into  legislation  in- 
clude guaranteeing  blacks  freehold  property 
rights. 

Paul  Johnson,  British  historian  and 
former  editor  of  the  New  Statesman,  recent- 
ly wrote  in  Commentary:  "There  is  .  .  . 
overwhelming  evidence  that  South  Africa 
has  been  moving  away  from  apartheid  .  .  . 
It  is  quite  clear  that  P.W.  Botha  ...  is  con- 
vinced that  apartheid  has  to  go  and  has 
been  dismantling  it  almost  by  stealth  to 
avoid  panicking  the  regime's  followers." 

Nevertheless,  apartheid  remains  in  force 
today.  We.  as  Jews,  with  a  collective 
memory  of  centuries  in  European  ghettos 
and  who  have  experienced  the  singular  evil 
of  racism,  feel  a  special  personal  responsibil- 
ity to  insist  on  its  dismantling. 

But  this  is  not  to  sugges'  closine  our  eyes 
to  what  may  emerge  once  aparth*-iu  is  gone. 
Political  morality  demands  that  the  values 
that  see  us  abhor  apartheid  also  measure 
the  society  that  will  follow.  We  must  distin- 
guish between  these  who  will  work  for  a 
humane,  democratic,  pro-Western  South 
Africa  and  those  who  are  totalitarian,  anti- 
humane,  anti-democratic,  anti-Israeli  and 
anti-American. 

It  is  in  this  context  that  the  African  Na- 
tional Congress  (ANC),  so  frequently  dis- 
cussed as  an  alternative  to  the  Botha  Gov- 
ernment, merits  a  close,  unsentimental  look. 

The  question  can  be  fairly  asked,  what 
has  all  this  to  do  with  Jews? 

As  a  revolutionary  national  liberation 
movement  oriented  toward  Moscow,  the 
ANC  has  long  echoed  Soviet  attempts  to  un- 


dermine the  legitimacy  of  Israel.  Moreover, 
the  ANC  is  a  strident  supporter  of  the  Pal- 
estine Liberation  Organization. 

—In  1970,  the  ANC  denounced  "Israels 
aggressive  expansionism"  as  ""supported  to 
the  hilt  by  the  ruling  circles  of  the  U.S.  and 
their  allies"  and  urged  "all  peace-loving 
non-aligned  states  ...  (to)  immediately 
sever  state  relations  with  Israel ..." 

—An  article  in  the  September,  1971,  issue 
of  Sechaba,  the  monthly  ANC  magazine 
headlined.  "Zionism.  South  Africa  and 
Apartheid— a  Paradoxical  Triangle."  was 
adapted  from  a  pamphlet  with  the  same 
title  published  by  the  Palestine  Research 
Center,  an  affiliate  of  the  P.L.O. 

—In  September.  1980.  ANC  president 
Oliver  Tambo  spoke  in  Paris  at  an  interna- 
tional Conference  on  Solidarity  with  the 
Struggle  of  the  Namibian  People,  sponsored 
by  the  World  Peace  Council,  a  Soviet  front. 
He  said: 

"...  I  would  like  to  assure  our  comrades 
in  the  liberation  struggles  .  . ..  and  the 
P.L.O.  .  .  .  that  their  struggle  is 
ours  .  .  .  our  fight  is  carried  on  In  the 
knowledge  of  the  degree  of  intimacy  and  po- 
litical, military  and  economic  alliance  that 
has  been  developed  between  racism  and  Zi- 
onism."' 

—At  the  60th  anniversary  meeting  of  the 
South  African  Communist  Party  (SACP)  in 
1981.  Tambo  stated:  "Today,  in  the  anti-im- 
perialist struggle,  we  have  won  new  allies 
like  the  struggling  people  of  Palestine.  We 
have  thrown  up  new  enemies  of  peoples,  like 
those  who  murder  civilians  in  Beirut.'" 

—In  July.  1982.  during  the  Israeli  military 
action  against  Lebanon-based  P.L.O.  terror- 
ism. ANC  chief  United  Naitons  observer 
Johnstone  M.  Makatini  denounced  Israel 
for  its  ""flagrant  and  unprovoked  aggression 
against  Lebanon"  and  its  "attempted  exter- 
mination"" of  the  Palestinian  people.  He  re- 
ferred to  Prime  Minister  Begin"s  policy  as 
""Zionist  Nazism."" 

—Witnesses  who  had  been  associated  with 
the  ANC  testified  before  the  U.S.  Senate  Ju- 
diciary Committee  Subcommittee  on  Securi- 
ty and  Terrorism  in  March.  1982,  that  the 
ANC  cooperated  with  the  P.L.O.  and  that 
some  members  trained  in  the  U.S.S.R.  with 
P.L.O.  cadres. 

—In  1983,  a  controversy  erupted  at  the 
State  University  of  New  York  at  Stony 
Brook  involving  Professor  Ernest  (Fred) 
Dube.  who  taught  a  course  on  ""The  Politics 
of  Race.""  Dube,  an  ANC  representative  at 
the  United  Nations  serving  on  the  ANC's 
National  Educational  Council,  taught  that 
Zionism  is  a  form  of  racism  and  suggested  as 
a  term  paper  theme  "Zionism  is  as  much 
racism  as  Nazism  is  racisth.""  Dube  spoke  at 
a  ""Teach-in  on  Palestine""  in  New  York  in 
December,  1983,  sponsored  by  the  Novem- 
ber 29  Coalition,  a  pro-P.L.O.  organization 
of  radical  leftist  and  Arab-American  groups. 
In  an  inter\iew  published  in  the  July- 
August  1985  issue  of  Palestine  Focus,  a  pub- 
lication of  the  now  renamed  November  29 
Committee  for  Palestine,  Dube  said  that 
""What  the  Zionists  did  to  the  Arabs  in  Pales- 
tine was  exactly  the  same  that  the  whites 
did  to  us"  in  South  Africa. 

—At  the  ANC  National  Consultative  Con- 
ference in  June.  1985.  Oliver  Tambo  stated: 
■"In  1973.  the  Arab  armies  succeeded  to  in- 
flict a  major  defeat  on  Zionist  Israel  for  the 
first  time  in  a  quarter  of  a  century,  forcing 
U.S.  imperialism  to  seek  new  measures  to 
protect  its  client  state  in  the  Middle  East." 

—The  ANC,  the  P.L.O.  and  the  South 
West  Africa  People's  Organization 
(SWAPO)    were   observers   at   the   second 
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annual  United  Nations  North  American  Re- 
gional Non-Governmental  Organizations 
(NGO)  Symposium  on  the  Question  of  Pal- 
estine, in  July,  1985.  under  U.N.  auspices  in 
New  York.  The  symposium,  held  to  plan  an 
anti-Israel  propaganda  campaign  in  the  U.S. 
and  Canada,  was  replete  with  anti-Israel 
and  pro-P.L.O.  declarations  that  often  strad- 
dled the  fine  line  between  criticism  of  Israel 
and  its  supporters  and  outright  anti-Semi- 
tism. 

—The  ANC  and  the  November  29  Commit- 
tee for  Palestine  cosponsored  a  meeting  in 
New  York  in  April,  1986.  on  the  subject, 
"Israel-South  Africa:  The  Apartheid  Con- 
nection? Similar  meetings  have  since  been 
held  in  many  other  American  cities. 

The  ANC,  which  seeks  to  overthrow  the 
South  African  government,  is  a  "national 
liberation  movement"  that,  plainly  said,  is 
under  heavy  Communist  influence. 

—The  ANC  has  been  allied  with  the  South 
African  Communist  Party  (SACP)  for  30 
years. 

—The  ANC  is  oriented  toward  the  Soviet 
Union  and  its  East  Bloc  allies,  who  have  fur- 
nished it  with  arms,  funding,  military  train- 
ing and  other  logistic  support, 

—Oliver  Tambo,  who  has  headed  the  ANC 
since  1964  when  former  president  Nelson 
Mandela  was  sentenced  to  life  imprisonment 
for  acts  of  sabotage,  is  a  memljer  of  the 
Presidential  Committee  of  the  World  Peace 
Council  (WPC),  a  leading  Soviet-controlled 
front  organization  based  in  Helsinki.  Tambo 
has  been  a  speaker  or  guest  at  various 
forums  sponsored  by  the  U.S.  Communist 
Party. 

—The  ANC  is  a  member  of  the  Afro- Asian 
People's  Solidarity  Organization  (AAPSO), 
described  in  1983  by  the  U.S.  State  Depart- 
ment as  a  Soviet-controlled  front. 

— Sechaba,  the  ANC  magazine,  is  printed 
in  Communist  East  Germany, 

—Moses  Mabhida,  General  Secretary  of 
the  South  African  Communist  Party,  speak- 
ing at  the  SACP  60th  anniversary  meeting 
in  1981,  said:  "Our  Party  .  .  .  fully  supports 
the  same  program  of  liberation  as  the  Afri- 
can National  Congress  for  the  seizure  of 
power  and  black  majority  rule." 

—In  1982,  seven  members  of  the  ANC  na- 
tional executive  committee  were  Identified 
in  sworn  testimony  before  the  U.S.  Senate 
Sul)committee  on  Security  and  Terrorism  as 
SACP  members.  The  30-member  national 
executive  committee  now  has  12  to  15  mem- 
bers said  to  be  affiliated  with  SACP. 

—The  ANC  supports  the  Soviet  Union  on 
foreign  policy  issues.  Tambo  told  the  June. 
1985,  ANC  National  Consultative  Confer- 
ence: ".  .  .  the  democratic,  anti-deudal  and 
anti-imperialist  revolution  in  Afghanistan 
had  been  saved,  with  the  support  of  the 
Soviet  Union." 

—In  a  message  to  the  same  conference, 
the  SACP  Central  Committee  stated: 

"...  The  SACP  ,  .  .  pledges  to  do  its 
utmost  to  ensure  that  your  decisions  are 
carried  into  the  field  of  struggle  and  imple- 
mented." 

—ANC  spokesmen  were  featured  speakers 
at  banquets  sponsored  by  the  Communist 
Party  newspaper.  Peoples  World,  held  this 
spring  in  California. 

The  fall  of  South  Africa  to  such  a  Soviet- 
oriented  and  Corrununist-influenced  force 
would  be  a  severe  setback  to  the  United 
States,  whose  defense  industry  relies  heavi- 
ly on  South  Africa's  wealth  of  strategic  min- 
erals. If  Americ's  defense  industry  were 
handicapped,  our  allies'  security  would  also 
be  at  peril,  A  recent  Commerce  Department 
report  noted  that  South  Africa  possesses 


83.6  percent  of  the  world's  chromium;  80.8 
percent,  platinum:  70.8  percent,  manganese: 
and  47,7  percent,  vanadium. 

In  the  event  of  a  Communist-influenced 
or  controlled  revolution.  South  Africa's  de- 
pendence on  income  from  the  export  of 
strategic  metals  would  perhaps  result  in 
continued  sales  to  the  West.  However,  if 
South  Africa's  strategic  metals  were  con- 
trolled by  a  regime  favoring  the  Soviet 
Union,  American  vulnerability  to  making 
political  concessions  to  Moscow  would  in- 
crease substantially. 

Moreover,  should  South  Africa  be  con- 
trolled by  a  regime  supportive  of  the  Soviet 
Union,  sea  lanes  and  "choke  points"  around 
the  Cape  of  Good  Hope  through  the  Red 
Sea.  trade  routes  to  the  South  Atlantic  and 
Indian  Oceans,  and  from  the  Persian  Gulf 
would  be  at  risk. 

During  the  last  three  decades,  it  has  been 
made  painfully  clear  to  the  American 
Jewish  community  and  to  all  supporters  of 
human  rights,  that  while  tyrannies  can  be 
overthrown,  at  times  the  regimes  replacing 
them  may  be  even  worse. 

Some  examples:  In  Cuba,  the  authoritari- 
an Batista  was  replaced  by  Castro's  Commu- 
nism: in  Iran,  the  undemocratic  Shah's  fall 
brought  to  power  the  tyrannical  Ayatollah 
Khomeini:  in  Nicaragua,  the  corrupt  Somo- 
za's  ouster  saw  the  Communist  Sandinista 
regime  rise  to  power.  And  in  Vietnam,  the 
boat  people  are  our  times'  searing  reminder 
of  the  spawn  of  Communism. 

As  Freedom  House  has  stated,  '.  .  .  South 
Africa  bears  the  major  onus  for  the  blood- 
shed. Oppressed  by  the  system  of  apartheid 
imposed  on  them  by  the  white  minority,  the 
Africans  are  fighting  back  in  whatever  ways 
possible." 

The  ANC  and  the  South  African  Commu- 
nist Party  are  not  root  causes  of  the  up- 
heaval in  South  Africa.  Communists  exploit 
and  manipulate  economic  and  political  des- 
peration and  oppression  for  their  own  pur- 
poses. South  Africa  is  a  tinder  box:  the 
Communists  are  poised  to  strike  the  match. 

Yet  there  is  still  time  for  other  agents  of 
change  to  take  hold  and  a  number  of  them 
exist  today  in  South  Africa.  Those  partisans 
of  democratic  alternatives  can  take  heart  at 
the  recent  outcome  in  the  Philippines,  in 
such  a  democratic  force,  Corazon  Aquino, 
emerged  triumphant. 

One  example  of  assistance  to  a  democratic 
alternative  is  the  two-month  training  pro- 
gram in  political,  economic  and  social  self- 
sufficiency  for  leaders  from  the  black  town- 
ship of  Soweto  taking  place  at  the  Afro- 
Asian  Institute  In  Tel  Aviv.  Israel. 

Israel's  labor  federation,  the  Histadrut.  a 
staunch  opponent  of  apartheid,  runs  the 
Afro-Asian  Institute.  The  training  program 
focuses  on  unionizing  South  Africa's  black 
workers,  developing  black  civil  infrastruc- 
tures, organizing  black  women  and  teaching 
social  work. 

Israel  has  repeatedly  condemned  apart- 
heid and  has  expressed  its  willingness  to 
join  other  countries  in  economic  sanctions 
against  South  Africa. 

The  writer  Thomas  Mann  wrote  at  the 
conclusion  of  his  epic  novel.  "The  Magic 
Mountain": 

"Out  of  this  universal  feast  of  death,  out 
of  this  extremity  of  fever,  kindling  the  rain- 
washed  evening  sky  to  a  fiery  glow,  may  it 
be  that  Love  one  day  shall  mount?" 

The  same  question  applies  to  violence- 
ridden  South  Africa.  The  survival  of  free- 
dom in  South  Africa  will  be  possible  only  if 
the  forces  of  violence  on  the  far  left  and  of 
racial  violence  on  the  far  right  are  defeated 
by  the  democratic  forces  of  moderation. 


MESSAGES  FROM  THE 
PRESIDENT 


Messages  from  the  President  of  the 
United  States  were  communicated  to 
the  Senate  by  Mrs.  Emery,  one  of  his 
secretaries. 


EXECUTIVE  MESSAGES 
REFERRED 

As  in  executive  session,  the  Presid- 
ing Officer  laid  before  the  Senate  mes- 
sages from  the  President  of  the  United 
States  submitting  sundry  nominations 
which  were  referred  to  the  appropri- 
ate committees. 

(The  nominations  received  today  are 
printed  at  the  end  of  the  Senate  pro- 
ceedings.) 


MESSAGES  FROM  THE  HOUSE 

At  4:12  p.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
announced  that  the  House  has  passed 
the  bill  (H.R,  2638)  to  authorize  ap- 
propriations for  military  functions  of 
the  Department  of  Defense  and  to 
prescribe  military  personnel  levels  for 
such  Department  for  fiscal  year  1987, 
to  revise  and  improve  military  com- 
pensation programs,  to  improve  de- 
fense procurement  procedures,  to  au- 
thorize certain  construction  at  mili- 
tary installations  for  fiscal  year  1987, 
to  revise  and  improve  military  com- 
pensation programs,  to  improve  de- 
fense procurement  procedures,  to  au- 
thorize appropriations  for  national  se- 
curity programs  of  the  Department  of 
Energy  for  fiscal  year  1987,  and  for 
other  purposes;  it  insists  upon  its 
amendment  to  the  bill,  asks  a  confer- 
ence with  the  Senate  on  the  disagree- 
ing votes  of  the  two  Houses  thereon, 
and  appoints  the  following  members 
as  managers  of  the  conference  on  the 
part  of  the  House: 

From  the  Committee  on  Armed 
Services  for  consideration  of  the  entire 
Senate  bill  and  House  amendments 
(unless  otherwise  restricted):  Mr. 
AspiN,  Mr.  Price,  Mr.  Bennett,  Mr. 
Stratton,  Mr.  Nichols,  Mr.  Daniel, 
Mr,  Montgomery,  Mr.  Dellums,  Mrs. 
ScHROEDER,  Mrs,  Byron,  Mr.  Mav- 
roules,  Mr.  HuTTO,  Mr.  Skelton,  Mr. 
McCuRDY,  Mr.  Ray,  Mr.  Spratt,  Mr. 
Dickinson,  Mr.  Whitehurst,  Mr. 
Spence,  Mrs.  Holt,  Mr.  Hillis,  Mr. 
Badham,  Mr.  Stump,  Mr.  Courter,  Mr. 
Hopkins,  and  Mr.  Davis. 

As  additional  conferees  from  the 
Permanent  Select  Committee  on  Intel- 
ligence, solely  when  differences  re- 
garding intelligence-related  activities 
are  under  consideration:  Mr.  Hamil- 
ton, Mr.  Stokes,  and  Mr.  Cheney. 

As  additional  conferees  from  the 
Committee  on  Foreign  Affairs,  solely 
for  the  consideration  of  sections 
205(f),  952,  1205-1209.  1214-1217,  1228, 
1231,  and  1233  of  the  Senate  bill  and 
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sections  1024  and  1041  of  the  House 
amendments:  Mr.  Pascell.  Mr.  Hamil- 
ton, Mr.  Yatron,  Mr.  Solarz.  Mr. 
Broomfielo,  and  Mr.  Gilman. 

As  an  additional  conferee,  solely  for 
the  consideration  of  section  1032  of 
the  House  amendments  and  modifica- 
tions committed  to  conference:  Mr. 
Savage. 

As  additional  conferees,  solely  for 
the  consideration  of  sections  911  and 
936  of  the  House  amendments  and 
modifications  committed  to  confer- 
ence: Mr.  Mitchell  and  Mr.  Broom- 
field. 

As  exclusive  conferees,  solely  for  the 
consideration  of  sections  109,  203, 
205(a)(1),  1210,  1230,  and  3114(a)  of 
the  Senate  bill  and  sections  123,  128, 
208,  215,  1061,  3013,  and  3036  of  the 
House  amendments:  Mr.  Aspin,  Mr. 
Price,  Mr.  Bennett,  Mr.  Dellums, 
Mrs.  Schroeder,  Mrs.  Byron,  Mr. 
Mavroules,  Mr.  McCurdy,  Mr.  Spratt, 
Mr.  Fascell,  Mr.  Brown  of  California, 
Mr.  Gephardt,  Mr.  Fazio,  Mr.  Dicks. 
Mr.  AuCoiN,  Mr.  Downey  of  New 
York,  Mr.  Markey,  Mr.  Bedell,  Mr. 
Dickinson,  Mr.  Whitehurst,  Mr. 
Spence,  Mrs.  Holt,  Mr.  Badham,  Mr. 
Stump,  Mr.  Courter,  Mr.  Broomfield, 
Mr.  Lagomarsino,  Mr.  Hyde,  and  Mr. 
Solomon. 

As  exclusive  conferees,  solely  for  the 
consideration  of  title  IX  of  division  A 
of  the  Senate  bill  and  sections  213, 
1025,  1026,  1048,  and  title  IX  of  divi- 
sion A  of  the  House  amendments:  Mr. 
Mavroules,  Mr.  Bennett,  Mr.  McCur- 
dy, Mr.  Hertel,  Mr.  Sisisky,  Mr. 
Spratt,  Mrs.  Schroeder,  Mrs.  Boxer, 
Mr.  Wyden,  Mr.  Levine  of  California, 
Mr.  SiKORSKi,  Mr.  Bryant,  Mr.  Cour- 
ter, Mr.  Dickinson,  Mr.  Kramer,  Mr. 
Kasich,  Mr.  Bateman,  Mr.  Stump,  and 
Mr.  Hunter. 

As  exclusive  conferees,  solely  for  the 
consideration  of  section  1002  of  the 
Senate  bill  and  section  2715  of  the 
House  amendments:  Mr.  Price,  Mr. 
Dellums,  and  Mr.  Dickinson. 

As  additional  conferees,  from  the 
Committee  on  Education  and  Labor, 
solely  for  the  consideration  of  section 
1002  of  the  Senate  bill  and  section 
2715  of  the  House  amendments:  Mr. 
Hawkins,  Mr.  Murphy,  Mr.  Clay,  Mr. 
Williams,  Mr.  Waldon,  Mr.  Jeffords, 
Mr.  Petri,  and  Mr.  Bartlett. 

As  exclusive  conferees,  from  the 
Committee  on  Education  and  Labor, 
solely  for  consideration  of  division  F 
of  the  Senate  bill  and  modifications 
committed  to  conference:  Mr.  Haw- 
kins, Mr.  Ford  of  Michigan,  Mr. 
KiLDEE,  Mr.  Williams,  Mr.  Martinez, 
Mr.  Owens,  Mr.  Boucher,  Mr.  Per- 
kins, Mr.  GooDLiNG,  Mr.  Chandler, 
Mr.  McKernan,  and  Mr.  Fa  well. 

As  exclusive  conferees,  solely  for  the 
consideration  of  division  B  of  the 
Senate  bill  and  division  B  of  the  House 
amendments:  Mr.  Dellums,  Mr.  Mont- 
gomery,   Mr.    HuTTO,    Mr.    Leath    of 


Texas,  Mr.  Hertel,  Mr.  Kramer.  Mr. 
Dickinson,  and  Mr.  Whitehurst. 

As  exclusive  conferees,  solely  for  the 
consideration  of  division  D  of  the 
House  amendments  and  modifications 
committed  to  conference:  Mr.  Aspin, 
Mr.  Nichols,  Mr.  Skelton,  Mr.  Mav- 
roules, Mr.  Dickinson,  Mr.  Hopkins, 
and  Mr.  Kasich. 

The  message  also  announced  that 
the  House  has  passed  the  following 
joint  resolutions,  with  amendments,  in 
which  it  requests  the  concurrence  of 
the  Senate: 

S.J.  Res.  202.  Joint  resolution  designating 
November  1985  as  •American  Liver  Founda- 
tion National  Liver  Awareness  Month"; 

S.J.  Res.  263.  Joint  resolution  to  designate 
the  week  of  September  7  through  Septem- 
ber 13.  1986.  as  "National  Independent 
Retail  Grocer  Week";  and 

S.J.  Res.  405.  Joint  resolution  to  designate 
September  11.  1986.  as  9-1-1  Emergency 
Number  Day". 

The  message  further  announced 
that  the  House  has  passed  the  follow- 
ing bills  and  joint  resolutions,  in 
which  it  requests  the  concurrence  of 
the  Senate: 

H.R.  1426.  An  act  to  authorize  and  amend 
the  Indian  Health  Care  Improvement  Act. 
and  for  other  purposes; 

H.R.  2482.  An  act  to  amend  the  Federal 
Insecticide.  Fungicide,  and  Rodenticide  Act, 
and  for  other  purposes: 

H.R.  4430.  An  act  to  require  the  Secretary 
of  the  Interior  to  conduct  a  study  to  deter- 
mine the  appropriate  minimum  altitude  for 
aircraft  flying  over  national  system  units; 

H.R.  5109.  An  act  to  establish  a  National 
Special  Operations  Agency  within  the  De- 
partment of  Defense  to  have  unified  respon- 
sibility for  all  special  operations  forces  and 
activities  within  the  Department; 

H.R.  5548.  An  act  to  amend  the  Export- 
Import  Bank  Act  of  1945; 

H.J.  Res.  588.  Joint  resolution  commemo- 
rating January  28,  1987.  as  a  National  Day 
of  Excellence  in  honor  of  the  crew  of  the 
Space  Shuttle  Challenger; 

H.J.  Res.  611.  Joint  resolution  to  designate 
the  period  of  December  1,  1986.  through  De- 
cember 7.  1986.  as  "National  Aplastic 
Anemia  Awareness  Week"; 

H.J.  Res.  617  Joint  resolution  to  designate 
the  week  beginning  September  21.  1986,  as 
"National  Adult  Day  Care  Center  Week": 

H.J.  Res.  684.  Joint  resolution  calling  for 
recognition  of  United  Way's  one  hundredth 
anniversary; 

H.J.  Res.  710.  Joint  resolution  to  designate 
the  week  beginning  October  12,  1986,  as 
"National  Children's  Television  Awareness 
Week";  and 

H.J.  Res.  721.  Joint  resolution  to  designate 
the  week  of  October  12.  1986.  through  Octo- 
ber 18,  1986.  as  "National  Job  Skills  Week". 

The  message  further  announced 
that  the  Speaker  appoints  Mr.  Jef- 
fords as  an  additional  exclusive  con- 
feree, from, the  Committee  on  Educa- 
tion and  Labor,  solely  for  consider- 
ation of  division  F  of  the  Senate  bill 
and  modifications  committed  to  con- 
ference, in  the  conference  on  the  dis- 
agreeing votes  of  the  two  House  on 
the  bill  (S.  2638)  entitled  "An  Act  to 
authorize  appropriations  for  military 
functions  of  the  Department  of  De- 


fense and  to  prescribe  military  person- 
nel levels  for  such  Department  for 
fiscal  year  1987,  to  revise  and  improve 
military  compensation  programs,  to 
improve  defense  procurement  proce- 
dures, to  authorize  certain  construc- 
tion at  military  installations  for  fiscal 
year  1987,  to  authorize  appropriations 
for  national  security  programs  of  the 
Department  of  Energy  for  fiscal  year 
1987,  and  for  other  purposes.". 


MEASURES  REFERRED 

The  following  bills  and  joint  resolu- 
tions were  read  the  first  and  second 
times  by  unanimous  consent,  and  re- 
ferred as  indicated: 

H.R.  1426.  An  act  to  authorize  and  amend 
the  Indian  Health  Care  Improvement  Act. 
and  for  other  purposes:  to  the  Select  Com- 
mittee on  Indian  Affairs. 

H.R.  4430.  An  act  to  require  the  Secretary 
of  the  Interior  to  conduct  a  study  to  deter- 
mine the  appropriate  minimum  altitude  for 
aircraft  flying  over  national  park  system 
units:  to  the  Committee  on  Energy  and  Nat- 
ural Resources. 

H.R.  5109.  An  act  to  establish  a  National 
Special  Operations  Agency  within  the  De- 
partment of  Defense  to  have  unified  respon- 
sibility for  all  special  operations  forces  and 
activities  within  the  Department;  to  the 
Committee  on  Armed  Services. 

H.R.  5548.  An  act  to  amend  the  Export- 
Import  Bank  Act  of  1945:  to  the  Committee 
on  Banking.  Housing,  and  Urban  Affairs. 

H.J.  Res.  588.  Joint  resolution  commemo- 
rating January  28,  1987.  as  a  National  Day 
of  Excellence  in  honor  of  the  crew  of  the 
Space  Shuttle  Challenger:  to  the  Committee 
on  the  Judiciary. 

H.J.  Res.  617.  Joint  resolution  to  designate 
the  week  beginning  September  21.  1986,  as 
"National  Adult  Day  Care  Center  Week  ":  to 
the  Committee  on  the  Judiciary. 

H.J.  Res.  684.  Joint  resolution  calling  for 
recognition  of  United  Way's  one  hundredth 
anniversary;  to  the  Committee  on  the  Judi- 
ciary. 


MEASURES  PLACED  ON  THE 
CALENDAR 

The  following  bills  and  joint  resolu- 
tions were  read  the  first  and  second 
times  by  unanimous  consent,  and 
placed  on  the  calendar: 

H.R.  2482.  An  act  to  amend  the  Federal 
Insecticide.  Fungicide,  and  Rodenticide  Act. 
and  for  other  purposes; 

H.J.  Res.  611.  Joint  resolution  to  designate 
the  period  of  December  1,  1986,  through  De- 
cember 7,  1986.  as  "National  Aplastic 
Anemia  Awareness  Week"; 

H.J.  Res.  710.  Joint  resolution  to  designate 
the  week  beginning  October  12.  1986,  as 
"National  Children's  Television  Awareness 
Week":  and 

H.J.  Res.  721.  Joint  resolution  to  designate 
the  week  of  October  12.  1986,  through  Octo- 
ber 18.  1986,  as  "National  Job  Skills  Week". 


REPORTS  OF  COMMITTEES 

The  following  reports  of  committees 
were  submitted: 

By  Mr.  DANFORTH,  from  the  Committee 
on  Commerce,  Science,  and  Transportation, 
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with  an  amendment  in  the  nature  of  a  sub- 
stitute and  an  amendment  to  the  title: 

S.  1935:  A  bill  to  direct  the  Secretary  of 
the  department  in  which  the  Coast  Guard  is 
operating  to  cause  certain  vessels  to  be  doc- 
umented as  vessels  of  the  United  States  so 
as  to  be  entitled  to  engage  in  the  domestic 
coastwise  trade,  and  (or  other  purposes 
(Rept.  No.  99-465). 

By  Mr.  PACKWOOD.  from  the  Commit- 
tee on  Finance,  with  an  amendment  in  the 
nature  of  a  substitute  and  an  amendment  to 
the  title: 

S.  2209:  A  bill  to  make  permanent  and  im- 
prove the  provisions  of  section  1619  of  the 
Social  Security  Act,  which  authorizes  the 
continued  payment  of  SSI  benefits  to  indi- 
=  viduals  who  work  despite  severe  medical  im- 
pairment: to  amend  such  Act  to  require  con- 
current notification  of  eligibility  for  SSI 
and  medicaid  benefits  and  notification  to 
certain  disabled  SSI  recipients  of  their  po- 
tential eligibility  for  benefits  under  such 
section  1619:  to  provide  for  a  GAO  study  of 
the  effects  of  such  section's  work  incentive 
provisions:  and  for  other  purposes  (Rept. 
No.  99-466). 


INTRODUCTION  OF  BILLS  AND 
JOINT  RESOLUTIONS 

The  following  bills  and  resolutions 
were  introduced,  read  the  first  and 
second  time  by  unanimous  consent, 
and  referred  as  indicated: 

By  Mr.  COCHRAN  (for  himself.  Mr. 
Abdnor,  Mr.  Grassley,  Mr.  F^yor, 
and  Mr.  Stennis): 
S.  2847.  A  bill  to  amend  the  Agricultural 
Act  of  1949  to  provide  certain  agricultural 
program  adjustments,  and  for  other  pur- 
poses: to  the  Committee  on  Agriculture,  Nu- 
trition, and  Forestry. 

By  Mr.  METZENBAUM: 
S.  2848.  A  bill  to  repeal  the  McCarran-Per- 
guson  Act,  and  for  other  purposes:  to  the 
Committee  on  the  Judiciary. 
By  Mr.  NUNN: 
S.J.  Res.  417.  A  joint  resolution  designat- 
ing the  week  of  January  25  through  Janu- 
ary 31,  1987  as  "National  Productivity  Im- 
provement Week":  to  the  Committee  on  the 
Judiciary. 


SUBMISSION  OF  CONCURRENT 
AND  SENATE  RESOLUTIONS 

The  following  concurrent  resolutions 
and  Senate  resolutions  were  read,  and 
referred  (or  acted  upon),  as  indicated: 
By  Mr.  PRESSLER: 

S.  Res.  492.  A  resolution  to  express  the 
sense  of  the  Senate  that  the  Motion  Picture 
Association  of  America  incorporate  a  sub- 
category in  the  voluntary  movie  rating 
system  to  identify  clearly  films  which  depict 
drug  use  in  a  benign  or  favorable  light,  and 
give  a  "D"  rating  to  movies  that  so  depict 
drug  use  so  that  parents  can  make  an  in- 
formed choice  about  the  movies  their  chil- 
dren attend:  to  the  Committee  on  Com- 
merce, Science,  and  Transportation. 


STATEMENT  ON  INTRODUCED 
BILLS  AND  JOINT  RESOLUTIONS 

By  Mr,  COCHRAN  (for  himself. 
Mr.  Abdnor,  Mr.  Grassley,  Mr. 
Pryor,  and  Mr,  Stennis  » 
S.  2847,  A  bill  to  amend  the  Agricul- 
tural Act  of  1949  to  provide  certain  ag- 


ricultural program  adjustments,  and 
for  other  purposes;  to  the  Committee 
on  Agriculture,  Nutrition,  and  Forest- 
ry. 

(The  remarks  of  Mr,  Cochran  and 
the  text  of  the  legislation  appear  earli- 
er in  today's  Record.) 

By  Mr.  METZENBAUM: 

S.  2848.  A  bill  to  repeal  the  McCar- 
ran-Ferguson  Act,  and  for  other  pur- 
poses; to  the  Committee  on  the  Judici- 
ary, 

REPEAL  OF  MC  CARRAN-FERCUSON  ACT 

•  Mr.  METZENBAUM,  Mr.  President, 
today  I  am  introducing  legislation  to 
repeal  the  McCarran-Ferguson  Act, 
the  law  which  provides  that  the  busi- 
ness of  insurance  is  exempt  from  the 
Federal  antitrust  laws. 

Why  is  the  insurance  industry 
exempt  from  the  antitrust  laws? 
They're  exempt  because  in  1945  the 
insurance  industry  managed  to  lobby 
through  Congress  one  of  the  biggest, 
most  valuable  special  interest  anti- 
trust exemptions  in  history,  the 
McCarran-Ferguson  act.  For  over  40 
years,  the  insurance  industry  has  been 
able  to  avoid  Federal  laws  against 
price-fixing  and  many  other  types  of 
anticompetitive  behavior.  It  has  even 
been  able  to  avoid  the  Federal  con- 
sumer protection  laws. 

The  Federal  Trade  Commission  can't 
sue  the  insurance  industry  for  mis- 
leading consumers  except  in  rare  cases 
because  of  McCarran-Ferguson.  The 
Justice  Department  can't  sue  insur- 
ance companies  for  fixing  prices 
except  in  rare  cases  because  of  McCar- 
ran-Ferguson. Private  parties  who  are 
hurt  by  anticompetitive  practices  can't 
sue  either. 

What's  the  justification  for  this 
sweeping  exemption?  The  insurance 
industry  will  tell  you  it's  because  State 
regulation  is  adequate.  What  kind  of 
an  answer  is  that?  Every  other  indus- 
try has  to  live  with  State  antitrust 
laws,  as  well  as  Federal  antitrust  laws. 
Why  is  the  insurance  industry  differ- 
ent? It  is  not  different.  The  Federal 
antitrust  laws  should  apply  to  this  in- 
dustry just  as  they  do  to  the  rest  of 
the  economy. 

Moreover,  State  regulation  is  not 
adequate.  Many  State  insurance  agen- 
cies are  underfunded,  understaffed, 
and  unwilling  to  stand  up  to  the  insur- 
ance industry  they  are  supposed  to 
regulate.  Even  in  cases  where  a  State 
agency  may  wish  to  bring  an  antitrust 
case,  it  is  faced  with  the  prospect  of 
long  and  expensive  litigation  against 
national  companies  who  are  willing  to 
spend  millions  of  dollars  in  legal  fees 
to  avoid  an  adverse  judgment.  In  these 
cases,  the  Federal  Trade  Commission 
or  the  Justice  Department  should  be 
able  to  bring  an  action  which  will  ben- 
efit consumers  all  across  the  Nation. 

The  insurance  industry  argues  that 
it  has  special  characteristics  which  re- 
quire it  to  engage  in  conduct  which 
would  violate  the  antitrust  laws.  For 


example,  the  industry  points  to  the 
need  to  share  information  in  order  to 
compile  reliable  risk  data.  I  agree  that 
the  industry  has  a  legitimate  need  to 
pool  certain  types  of  information. 
However,  this  type  of  information 
sharing  can  be  done  in  a  way  that  is 
totally  consistent  with  the  antitnist 
laws.  The  antitrust  laws  are  flexible 
enough  to  allow  information  sharing 
when  it  serves  legitimate  business 
needs,  and  on  balance,  has  the  effect 
of  promoting  competition,  rather  than 
reducing  it. 

The  bill  I  am  introducing  today  to- 
tally repeals  the  McCarran-Ferguson 
Act,  However,  in  order  to  give  the  in- 
surance industry  some  time  to  adjust 
to  operating  under  the  scrutiny  of 
Federal  antitrust  enforcement,  the  bill 
provides  a  1-year  grace  period  before 
the  antitrust  laws  apply.  In  addition, 
for  conduct  occurring  within  2  years 
after  the  bill  is  enacted,  the  only  relief 
available  in  a  private  case  is  injunctive 
relief.  Treble  damages  and  criminal 
penalties  would  not  apply  for  2  years. 
Finally,  no  relief  would  be  granted  for 
conduct  occurring  within  2  years  of 
the  date  of  enactment  if  the  defend- 
ant relied  in  good  faith  on  an  advisory 
opinion  of  the  Justice  Department. 

These  provisions  provide  ample  pro- 
tections for  the  industry  to  make  the 
transition  from  the  current  legal  envi- 
ronment in  which  it  operates  to  a  re- 
quirement that  it  comply  with  the 
Federal  antitrust  laws. 

The  McCarran-Ferguson  Act  has 
been  on  the  books  too  long.  Sooner  or 
later.  Congress  will  have  the  good 
judgment  to  decide  that  free  enter- 
prise should  apply  to  insurance  just  as 
it  should  apply  to  other  industries. 
When  that  day  finally  comes,  the 
public  will  be  better  off. 

Of  course,  I  recognize  that  this  bill 
will  not  pass  in  this  session  of  Con- 
gress, But  I  am  introducing  it  to  make 
the  industry  aware  that  there  is  a  con- 
tinuing problem  with  its  performance. 
Unless  there  is  significant  new  evi- 
dence in  the  coming  months  demon- 
strating that  there  is  genuine  competi- 
tion in  this  industry  I  believe  Congress 
will  enact  legislation  to  repeal  or  sub- 
stantially modify  the  McCarran-Fer- 
guson Act.* 


By  Mr.  NUNN: 
S.J.  Res.  417.  Joint  resolution  desig- 
nating the  week  of  January  25 
through  January  31,  1987  as  "National 
Productivity  Improvement  Week";  to 
the  Committee  on  the  Judiciary, 

NATIONAL  PRODUCTIVITY  IMPROVEMENT  WEEK 

•  Mr.  NUNN.  Mr.  President,  all  of  us 
realize  our  country's  economic  future 
lies  in  its  ability  to  produce  quality 
goods  and  services  which  can  consist- 
ently compete  with  those  offered  by 
other  countries.  Obviously,  this  chal- 
lenge has  long  demanded  and  still  de- 
mands attention  of  Government,  bus- 
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iness, and  industry  to  numerous  fac- 
tors affecting  the  economy,  but  one  is 
more  significant  than  any  other.  It  is 
productivity  improvement. 

When  the  impact  of  productivity  is 
fully  considered,  there  can  be  no  ques- 
tion that  it  is  a  potent  and  vital 
weapon  in  our  battle  to  keep  America 
economically  strong  and  successful. 

Productivity  is  a  comparison  of 
output  of  goods  and  services  with  the 
investment  that  was  needed  to  create 
those  goods  and  services.  The  invest- 
ment includes  costs  of  energy,  labor, 
raw  materials,  and  equipment.  When 
more  output  is  realized  from  a  given 
investment,  productivity  increases.  A 
nation  or  an  industry  advances  by 
using  less  of  its  resources  to  turn  out 
more  products  and  services. 

America's  rise  to  world  productivity 
leadership  can  be  traced  to  our  citi- 
zens having  demonstrated  their  inge- 
nuity in  producing  more  quality  goods 
in  less  time  and  with  fewer  resources. 
Our  people  have  shown  pride  and 
dedication  to  quality  workmanship. 
Unfortunately,  this  leadership  role 
has  been  increasingly  challenged  for 
many  years  now. 

At  stake  in  the  productivity  battle 
are  a  vast  number  of  jobs.  Additional- 
ly, there  are  adverse  effects  which  can 
increase  inflation.  In  brief,  without  a 
strong  performance  in  productivity 
our  Nation  must  ultimately  face  a  re- 
duced standard  of  living. 

Despite  the  tremendous  technologi- 
cal advances  we  have  witnessed 
throughout  the  workplaces  of  this 
Nation,  there  are  still  numerous  ways 
in  which  productivity  can  be  further 
improved  if  small  as  well  as  large  orga- 
nizations become  involved. 

Public  awareness  of  the  vital  need 
for  productivity  improvement  can  con- 
tribute to  the  cause.  This  is  why  the 
nonprofit  Institute  of  Industrial  Engi- 
neers [HE]  is  again  sponsoring  "Na- 
tional Productivity  Improvement  Cam- 
paign" in  January.  The  year  1987  will 
mark  the  eighth  consecutive  year  of 
this  altruistic  public  information  cam- 
paign. The  40,000  professionals  of  HE 
will  spearhead  efforts  to  help  organi- 
zations learn  more  about  productivity 
improvement. 

Not  only  HE  chapters,  but  also  hun- 
dreds of  companies  and  other  organi- 
zations will  join  in  this  special  period 
to  focus  attention  on  productivity  im- 
provement. The  message  in  the  drive 
will  be  communicated  through  plant 
and  office  bulletin  board  posters  as 
well  as  through  presentations  to  com- 
munity groups.  The  media  will  also 
help  explain  the  importance  of  pro- 
ductivity. 

Today  I  am  introducing  a  Senate 
joint  resolution  to  proclaim  January 
25-31,  1987.  as  "National  Productivity 
Improvement  Week"  and  invite  you  to 
join  me  in  this  effort.* 


ADDITIONAL  COSPONSORS 

S.  1026 

At  the  request  of  Mr.  Pressler,  the 
name  of  the  Senator  from  Illinois  [Mr. 
Simon]  wais  added  as  a  cosponsor  of  S. 
1026,  a  bill  to  direct  the  cooperation  of 
certain  Federal  entities  in  the  imple- 
mentation of  the  Continental  Scientif- 
ic Drilling  Program. 

S.  1060 

At  the  request  of  Mr.  D'Amato,  the 
name  of  the  Senator  from  Pennsylva- 
nia [Mr.  Specter]  was  added  as  a  co- 
sponsor  of  S.  1060,  a  bill  to  amend  title 
II  of  the  Social  Security  Act  to  protect 
the  benefit  levels  of  individuals  becom- 
ing eligible  for  benefits  in  or  after 
1979  by  eliminating  the  disparity— re- 
sulting from  changes  made  in  1977  in 
the  benefit  computation  formula— be- 
tween those  levels  and  the  benefit 
levels  of  persons  who  became  eligible 
for  benefits  before  1979. 

S.  2665 

At  the  request  of  Mr.  Symms,  the 
names  of  the  Senator  from  Oklahoma 
[Mr.  Nickles]  the  Senator  from  Idaho 
[Mr.  McClure],  and  the  Senator  from 
Nebraska  [Mr.  Exon]  were  added  as 
cosponsors  of  S.  2665,  a  bill  to  amend 
the  national  maximum  speed  limit 
law. 

S.  2678 

At  the  request  of  Mr.  Bentsen,  the 
names  of  the  Senator  from  Arkansas 
[Mr.  Pryor],  and  the  Senator  from 
Louisiana  [Mr.  Long]  were  added  as 
cosponsors  of  S.  2678,  a  bill  to  provide 
a  comprehensive  national  oil  security 
policy. 

S.  2840 

At  the  request  of  Mr.  Stafford,  the 
name  of  the  Senator  from  Texas  [Mr. 
Bentsen]  was  added  as  a  cosponsor  of 
S.  2840,  a  bill  entitled  the  "Superfund 
Amendments  and  Reauthorization  Act 
of  1986." 

SENATE  JOINT  RESOLUTION  410 

At  the  request  of  Mr.  Wilson,  the 
names  of  the  Senator  from  Washing- 
ton [Mr.  Gorton],  the  Senator  from 
Minnesota  [Mr.  Durenberger],  the 
Senator  from  Massachusetts  [Mr. 
Kerry],  the  Senator  from  Termessee 
[Mr.  Gore],  the  Senator  from  Penn- 
sylvania [Mr.  Heinz],  the  Senator 
from  North  Dakota  [Mr.  Burdick], 
the  Senator  from  Michigan  [Mr. 
Levin],  the  Senator  from  Mississippi 
[Mr.  Stennis],  the  Senator  from  Utah 
[Mr.  Hatch],  the  Senator  from  North 
Dakota  [Mr.  Andrews],  the  Senator 
from  Tennessee  [Mr.  Sasser],  the  Sen- 
ator from  Hawaii  [Mr.  Inouye],  the 
Senator  from  Illinois  [Mr.  Simon],  the 
Senator  from  Virginia  [Mr.  Warner], 
and  the  ^Senator  from  Michigan  [Mr. 
Riegle],  were  added  as  cosponsors  of 
Senate  Joint  Resolution  410,  a  joint 
resolution  to  designate  the  period 
commencing  February  9,  1987,  and 
ending  February  15,  1987,  as  "National 
Bum  Awareness  Week." 


SENATE  CONCURRENT  RESOLUTION  148 

At  the  request  of  Mr.  Stevens,  the 
name  of  the  Senator  from  Vermont 
[Mr.  Stafford]  was  added  as  a  cospon- 
sor of  Senate  Concurrent  Resolution 
145,  a  concurrent  resolution  to  encour- 
age State  and  local  governments  and 
local  educational  agencies  to  require 
quality  daily  physical  education  pro- 
grams for  all  children  from  kindergar- 
ten through  grade  12. 

SENATE  CONCURRENT  RESOLUTION  1  54 

At  the  request  of  Mr.  D'Amato,  the 
name  of  the  Senator  from  Virginia 
[Mr.  Warner]  was  added  as  a  cospon- 
sor of  Senate  Concurrent  Resolution 
154,  a  concurrent  resolution  concern- 
ing the  Soviet  Union's  persecution  of 
members  of  the  Ukrainian  and  other 
public  Helsinki  Monitoring  Groups. 


SENATE  RESOLUTION  492-RE- 
LATING  TO  A  RATING  FOR 
MOVIES  TO  IDENTIFY  FILMS 
WHICH  DEPICT  DRUG  USAGE 

Mr.  PRESSLER  submitted  the  fol- 
lowing resolution;  which  was  referred 
to  the  Committee  on  Commerce,  Sci- 
ence, and  Transportation: 
S.  Res.  492 

Whereas  the  use  of  illicit  drugs  has 
become  a  societal  problem  of  epidemic  pro- 
portions: 

Whereas  it  is  in  the  Interest  of  all  citizens 
to  contribute  to  the  reduction  of  drug  use, 
particularly  among  youth; 

Whereas  the  entertainment  industry,  par- 
ticularly the  motion  picture  industry's  pro- 
duction of  youth-oriented  films,  often  de- 
picts drug  use  in  a  benign,  even  glamorous 
way; 

Whereas  the  motion  picture  industry  has 
a  profound  impact  on  societal  norms  and  is 
a  powerful  medium  which  exerts  great  in- 
fluence on  the  values  of  youth;  and 

Whereas  the  motion  picture  industry  has 
recognized  the  need  to  inform  parents  about 
the  content  of  movies  regarding  violence, 
theme,  sex.  language,  and  nudity;  and  there- 
fore currently  employs  a  voluntary  rating 
system; 

Now,  therefore  be  it 

Resolved,  That  it  is  the  sense  of  the 
Senate  that  the  Motion  Picture  Association 
of  America  incorporate  a  subcategory  in  its 
voluntary  movie  rating  system  to  identify 
clearly  films  which  depict  drug  use  in  a 
benign  or  favorable  light,  and  give  a  'D" 
rating  to  movies  that  so  depict  drug  use,  in 
order  that  pa^t.-^ts  can  make  an  informed 
choice  about  the  movies  their  children 
attend. 


AMENDMENTS  SUBMITTED 


OMNIBUS  DRUG  LEGISLATION 


PRESSLER  AMENDMENT  NO.  2866 

(Ordered  to  lie  on  the  table.) 
Mr.      PRESSLER      submitted      an 
amendment  intended  to  be  proposed 
by  him  to  an  omnibus  bill  related  to 
drug  trafficking;  as  follows: 
At  the  appropriate  place  insert: 
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Congress  finds  that  the  use  of  illicit  drugs 
has  become  a  societal  problem  of  epidemic 
proportions: 

Congress  finds  that  it  is  in  the  interest  of 
all  citizens  to  contribute  to  the  reduction  of 
drug  use.  particularly  among  youth: 

Congress  finds  that  the  entertainment  in- 
dustry, particularly  the  motion  picture  in- 
dustry's production  of  youth-oriented  films, 
often  depicts  drug  use  in  a  benign,  even 
glamorous  way: 

Congress  finds  that  the  motion  picture  in- 
dustry has  a  profound  impact  on  societal 
norms  and  is  a  powerful  medium  which 
exerts  great  influence  on  the  values  of 
youth:  and 

Congress  finds  that  the  motion  picture  in- 
dustry has  recognized  the  need  to  inform 
parents  about  the  content  of  movies  regard- 
ing violence,  theme,  sex.  language,  and 
nudity:  and  therefore  currently  employs  a 
voluntary  rating  system: 

Now.  therefore  be  it 

Declared,  That  it  is  the  sense  of  the 
Senate  that  the  Motion  Picture  Association 
of  America  incorporate  a  subcategory  in  its 
voluntary  movie  rating  system  to  identify 
clearly  films  which  depict  drug  use  in  a 
benign  or  favorable  light,  and  give  a  "D " 
rating  to  movies  that  so  depict  drug  use.  in 
order  that  parents  can  make  an  informed 
choice  about  the  movies  their  children 
attend. 


PRODUCT  LIABILITY  ACT 


McCONNELL  AMENDMENT  NO. 
2867 

(Ordered  to  lie  on  the  table.) 
Mr.  McCONNELL  submitted  an 
amendment  intended  to  be  proposed 
by  him  to  the  bill  (S.  2760),  to  regulate 
interstate  commerce  by  providing  for  a 
uniform  product  liability  law,  and  for 
other  purposes;  as  follows: 

strike  out  all  after  the  enacting  clause 
and  insert  in  lieu  thereof  the  following: 
That  this  Act  may  be  cited  as  the  'Tort  Liti- 
gation Reform  Act  of  1986  ". 

FINDINGS  AND  PURPOSE 

Sec.  2.  (a)  The  Congress  finds  and  declares 
that— 

(1)  there  are  serious  problems  with  the 
civil  justice  system  under  which  tort  claims 
are  filed  and  resolved: 

(2)  the  cost  of  litigation  has  risen  at  a  dra- 
matic rate  over  the  past  25  years  and  threat- 
ens to  continue  to  rise  at  a  similar  rate  for 
the  foreseeable  future: 

(3)  the  size  of  judgments  awarded  in  tort 
litigations  has  increased  dramatically  and  in 
some  cases  far  exceeds  the  level  reasonably 
necessary  to  compensate  victims  of  acci- 
dents for  the  losses  they  have  incurred: 

(4)  the  rising  cost  of  litigation  and  the  in- 
creasing size  of  settlements  and  judgments 
in  tort  litigation  have  direct  and  undesirable 
effects  on  interstate  commerce  and  on  the 
availability  of  products  and  services  in  com- 
merce: 

(5)  the  potential  for  unreasonably  large 
settlements  and  awards  for  damages  in  liti- 
gation and  the  lack  of  predictability  of  out- 
comes has  greatly  contributed  to  a  nation- 
wide crisis  in  the  availability  and  affordabil- 
ity  of  insurance: 

(6)  there  is  a  need  for  reasonable  limits  on 
the  potential  exposure  of  individuals  and 
businesses  to  liability  for  damages  resulting 
from  the  sale  and  use  of  products,  the  provi- 


sion of  services,  or  the  ownership  and  use  of 
property,  all  of  which  contribute  to  the  net 
economic  output  of  the  Nation's  economy, 
and  to  the  general  welfare:  and 

(7)  because  of  the  interstate  nature  of  the 
commerce,  the  several  States  are  unable  to 
provide  and  maintain  a  just  system  of  com- 
pensation of  deserving  claimants  without 
threatening  to  inflict  grievous  and  lasting 
injury  on  the  economy,  thereby  diminishing 
the  general  welfare  of  the  Nation  and  of  the 
several  States. 

(b)  It  is  the  purpose  of  this  Act  to  estab- 
lish uniform  rules  of  tort  law.  to  encourage 
restraint  in  the  use  of  litigation,  to  provide 
fair  and  reasonable  compensation  for  acci- 
dent or  injury,  and  to  promote  the  free  flow 
of  commerce  and  the  availability  and  af- 
fordability  of  liability  insurance. 

APPLICABILITY 

Sec.  3.  (a)  Except  as  provided  in  subsec- 
tion (b).  (c).  or  (d).  the  provisions  of  this  Act 
shall  apply  to  any  civil  action  against  any 
person,  in  any  State  or  Federal  court,  based 
on  any  cause  of  action,  including,  but  not 
limited  to.  negligence,  strict  or  product  li- 
ability, breach  of  implied  warranty,  or  pro- 
fessional malpractice,  in  which  damages  are 
sought  for  physical  injury  or  for  physical  or 
mental  pain  or  suffering  or  for  property 
damage  other  than  damage  to  the  product 
itself. 

(b)  This  Act  shall  not  apply  to— 

(Da  civil  action  for  loss  or  damage  to  a 
product  itself  or  for  commercial  loss  which 
shall  be  governed  by  State  commercial  law: 
or 

(2)  a  civil  action  for  intentionally  commit- 
ted battery,  assault,  false  imprisonment, 
trespass,  or  conversion. 

(c)  The  provisions  of  this  Act  shall  pre- 
empt and  supersede  Federal  or  State  law 
only  to  the  extent  such  law  is  inconsistent 
with  this  Act.  Any  issue  arising  under  the 
provisions  of  this  Act  that  is  not  governed 
by  the  provisions  of  this  Act  shall  be  gov- 
erned by  applicable  State  or  Federal  law. 

<d)  Nothing  in  this  Act  shall  be  construed 
to— 

(1)  waive  or  affect  any  defense  of  sover- 
eign immunity  asserted  by  any  State  under 
any  provision  of  law: 

(2)  waive  or  affect  any  defense  of  sover- 
eign immunity  asserted  by  the  United 
States: 

(3)  affect  the  applicability  of  any  provi- 
sion of  chapter  97  of  title  28.  United  States 
Code,  known  as  the  Foreign  Sovereign  Im- 
munities Act  of  1976: 

(4)  preempt  State  choice-of-law  rules  with 
respect  to  claims  brought  by  a  foreign 
nation  or  a  citizen  of  a  foreign  nation:  or 

(5)  affect  the  right  of  any  court  to  trans- 
fer venue  or  to  apply  the  law  of  a  foreign 
nation  or  to  dismiss  a  claim  of  a  foreign 
nation  or  of  a  citizen  of  a  foreign  nation  on 
the  ground  of  inconvenient  forum,  except  as 
provided  in  section  4  of  this  Act. 

FORUM  SON  CONVENIENCES 

Sec  4.  Any  court  in  which  an  action  sub- 
ject to  the  provisions  of  this  Act  is  com- 
menced shall  decline  to  exercise  jurisdiction 
over  such  action  if  the  court  determines 
that  the  convenience  of  the  parties  and  the 
interests  of  justice  require  that  the  action 
proceed  in  another  State  or  foreign  jurisdic- 
tion, or  that  the  plaintiff  has  taken  up  resi- 
dence in  the  State  in  which  the  court  is  lo- 
cated principally  for  the  purpose  of  invok- 
ing jurisdiction  of  such  court  with  respect  to 
such  action.  In  any  such  action  maintained 
by  a  citizen  of  a  foreign  jurisdiction  which 
arises  out  of  a  transaction  which  occurred  in 


a  foreign  jurisdiction,  there  shall  be  a  pre- 
sumption, rebuttable  only  by  clear  and  con- 
vincing evidence,  that  the  action  should  pro- 
ceed in  such  foreign  jurisdiction. 

JURISDICTION  OF  FEDERAL  COURTS 

Sec  5.  Notwithstanding  any  other  provi- 
sion of  law.  the  district  courts  of  the  United 
States  shall  not  have  jurisdiction  over  any 
civil  action  subject  to  the  provisions  of  this 
Act  based  on  section  1331  or  1337  of  title  28, 
United  States  Code. 

ALTERNATIVE  DISPUTE  RESOLUTION 

Sec  6.  (a)  Because  the  traditional  litiga- 
tion process  is  not  always  suited  to  the 
timely,  efficient,  and  inexpensive  resolution 
of  civil  actions,  it  is  the  policy  of  the  United 
States  to  ericourage  the  creation  and  use  of 
alternative  dispute  resolution  techniques,  to 
promote  the  expeditious  resolution  of  such 
actions. 

(b)  In  any  action  in  which  the  provisions 
of  this  Act  apply,  each  attorney  who  has 
made  an  appearance  in  the  case  and  who 
represents  one  or  more  of  the  parties  to  the 
action  shall,  with  respect  to  each  party  sep- 
arately represented,  advise  the  party  of  the 
existence  and  availability  of  alternative  dis- 
pute resolution  options,  including  extrajudi- 
cial proceedings  such  as  minitrials.  third- 
party  mediation,  court  supervised  arbitra- 
tion, and  summary  jury  trial  proceedings. 

(c)  Each  such  attorney  shall,  simultaneous 
with  the  filing  of  a  complaint  or  a  respon- 
sive pleading,  file  notice  with  the  court  cer- 
tifying that,  the  attorney  has  so  advised  his 
client  or  clients,  and  indicating  whether 
such  client  will  agree  to  one  or  more  of  the 
alternative  dispute  resolution  techniques. 

(d)  If  all  parties  to  an  action  agree  to  pro- 
ceed with  one  or  more  alternative  dispute 
resolution  proceedings,  the  court  shall  issue 
an  appropriate  order  governing  the  conduct 
of  such  proceedings.  The  issuance  of  an 
order  governing  such  further  proceedings 
shall  constitute  a  waiver,  by  each  parly  sub- 
ject to  the  order,  of  the  right  to  proceed  fur- 
ther in  court. 

MEDIATION 

Sec  7.  (a)  If  all  of  the  parties  to  civil 
action  subject  to  the  provisions  of  this  Act 
do  not  agree  to  proceed  with  one  or  more  al- 
ternative dispute  resolution  proceedings,  in 
accordance  with  section  6  of  this  Act,  or  if 
the  court  disapproves  of  such  proceedings, 
the  parties  shall  proceed  pursuant  to  the 
provisions  of  this  section. 

(b)(1)  In  any  action  subject  to  the  provi- 
sions of  subsection  (a),  the  court  shall 
assign  such  action  to  mediation  pursuant  to 
this  section,  no  earlier  than  90  days  after 
the  filing  of  the  answer  in  such  case.  Such 
assignment  shall  be  made  by  written  order. 

(2)  Such  order  shall  have  no  effect  on  the 
normal  progress  of  the  action  toward  trial. 

(c)(1)  Cases  assigned  to  mediation  shall  be 
heard  by  a  mediation  panel  composed  of  3 
individuals. 

(2)  The  procedure  for  selecting  mediation 
panels  shall  be  provided  by  court  order  and 
may  set  minimum  qualifications  for  media- 
tors. 

(d)(1)  The  court  shall  designate  the  clerk 
of  the  court,  the  court  administrator,  the 
assignment  clerk,  or  some  other  appropriate 
person  to  serve  as  mediation  clerk. 

(2)  The  mediation  clerk  shall  set  a  time 
and  place  for  the  hearing  and  send  notice  to 
the  mediators  and  the  attorneys  for  all  par- 
ties at  least  30  days  before  the  date  set. 

(e)(1)  The  court  shall  establish,  by  rule, 
the  mediation  fee  to  be  paid  by  parties  to 
the  mediation.  The  mediators  shall  be  com- 
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pensated  only  by  payment  from  the  fees  col- 
lected. 

(2)  Within  15  days  after  the  mailing  of  the 
notice  of  the  mediation  hearing,  each  party 
shall  pay  such  mediation  fee  to  the  media- 
tion clerk. 

(f)(1)  At  least  7  days  before  the  hearing 
date,  each  party  shall  submit  to  the  media- 
tion clerk  3  copies  of  a  concise  brief  or  sum- 
mary setting  forth  such  party's  factual  or 
legal  positions  on  all  issues  presented  to  the 
action,  and  any  other  relevant  document. 
One  copy  shall  be  served  on  each  attorney 
of  record. 

(2)  Failure  to  submit  such  materials  or 
fees  to  the  mediation  clerk  within  the  desig- 
nated time  may  subject  the  offending  party 
to  contempt  of  court. 

(g)(1)  The  rules  of  evidence  shall  not 
apply  before  the  mediation  panel.  Factual 
information  having  a  bearing  on  damages  or 
liability  shall  be  supported  by  documentary 
evidence  whenever  possible. 

(2)  Oral  presentations  shall  be  limited  to 
15  minutes  per  side  unless  multiple  parties 
or  unusual  circumstances  warrant  addition- 
al time.  The  mediation  panel  may  request 
and  shall  receive  information  regarding  ap- 
plicable insurance  policy  limits.  The  media- 
tion panel  may  inquire  about  settlement  ne- 
gotiations unless  there  is  an  objection  on 
behalf  of  any  party. 

(3)  Statements  by  attorneys  and  the  briefs 
or  summaries  shall  not  be  admissible  in  any 
court  or  evidentiary  proceeding. 

(h)(1)  Within  14  days  after  the  hearing 
the  panel  shall  make  an  evaluation  of  the 
claim  or  claims  and  notify,  in  writing,  the 
attorney  for  each  party  in  the  action,  of 
such  evaluation.  When  an  evaluation  is  not 
unanimous  it  shall  so  indicate. 

(2)  Such  evaluation  shall  separately  ad- 
dress each  claim,  cross-claim,  counterclaim, 
and  third  party  claim.  For  purposes  of  this 
section,  all  such  claims  filed  by  any  party 
against  any  other  party  shall  be  treated  as  a 
single  claim. 

(i)  Within  30  days  after  service  of  the 
evaluation,  each  party  shall  file,  with  the 
mediation  clerk,  a  written  acceptance  or  re- 
jection of  the  panel's  evaluation.  Failure  to 
file  such  acceptance  or  rejection  within 
such  time  shall  be  deemed  to  constitute  su;- 
ceptance  by  such  party. 

(j)(l)  If  all  the  parties  accept  the  panels 
evaluation,  the  court  shall  enter  judgment 
accordingly. 

(2)  If  all  or  part  of  the  panel's  evaluation 
is  rejected,  the  action  shall  proceed  to  trial. 

(k)(l)  In  any  action  in  which— 

(A)  a  party  rejects  an  evaluation, 

(B)  such  case  involved  proceeds  to  trial, 
and 

(C)  the  verdict  in  such  case  is  less  favor- 
able to  the  rejecting  party  than  the  evalua- 
tion, 

such  party  shall  pay  the  opposing  party  for 
the  actual  costs  of  the  trial. 

(2)  For  purposes  of  this  subsection,  a  ver- 
dict shall  be  adjusted  by  adding  to  it  assess- 
able costs  and  interest  on  the  amount  of  the 
verdict  from  the  date  of  the  filing  of  the 
complaint  to  the  date  of  the  mediation  eval- 
uation. After  such  adjustment,  the  verdict  is 
considered  more  favorable  to  a  defendant  if 
it  is  more  than  25  percent  above  the  evalua- 
tion. 

(3)  For  the  purpose  of  this  subsection, 
actual  costs  include  those  costs  taxable  in 
any  civil  action  and  a  reasonable  attorney 
fee,  as  determined  by  the  court,  for  legal 
services  necessitated  by  the  rejection  of  the 
mediation  evaluation. 


(4)  Costs  shall  not  be  awarded  under  this 
subsection  when  the  mediation  evaluation 
was  not  unanimous. 

(1)  The  court  may  establish  additional 
rules  to  carry  out  the  purposes  of  this  sec- 
tion, including  rules  regarding  multiparty 
litigation. 

JOINT  AND  SEVERAL  LIABILITY 

Sec  8.  (a)  Except  as  provided  in  subsec- 
tions (b)  and  (c).  a  person  found  liable  for 
damages  in  any  such  action  subject  to  the 
provisions  of  this  Act.  shall  be  liable  for 
damages  only  to  the  extent  of  such  person's 
proportionate  responsibility  for  the  injury 
and  shall  not  be  jointly  and  severally  liable. 

(b)  Notwithstanding  the  provisions  of  sub- 
section (a),  any  person  found  liable  for  dam- 
ages in  an  action  subject  to  the  provisions  of 
this  Act  may  be  jointly  and  severally  liable 
therefore  if  such  person's  proportionate  re- 
sponsibility for  the  injury  is  found  by  the 
trier  of  fact  to  exceed  50  percent. 

(c)(1)  This  section  shall  not  apply  to  per- 
sons acting  consciously  in  concert  where  the 
concerted  action  caused  the  injury  for 
which  such  persons  are  found  liable. 

(2)  As  used  in  this  section,  the  terms 
"acting  consciously  in  concert"  or  "concert- 
ed action"  shall  mean  the  participation  in 
joint  conduct  by  two  or  more  persons  who 
consciously  and  deliberately  agreed  to  joint- 
ly participate  in  such  conduct. 

offset  of  duplicate  payments 

Sec.  9.  (a)  Except  as  otherwise  provided  in 
section  10.  in  any  civil  action  subject  to  the 
provisions  of  this  Act.  the  court  shall  reduce 
the  total  amount  of  damages  awarded  to 
any  person  by  the  net  amount  of  any  other 
payment  which  has  been  or  will  be  made  to 
such  person  to  compensate  for  the  same 
injury. 

(b)  The  payments  covered  by  this  section 
are  payments  made  or  to  be  made  as  reim- 
bursement of  loss  resulting  from  claimant's 
injury— 

(1)  under  any  Federal  law  or  the  laws  of 
any  State  (other  than  as  a  result  of  a  claim 
for  breach  of  an  obligation  or  duty);  or 

(2)  under  any  health  or  accident  insurance 
or  plan,  wage  or  salary  continuation  plan,  or 
disability  income  or  replacement  service  in- 
surance or  any  benefit  received  or  to  be  re- 
ceived as  a  result  of  participation  in  any 
prepaid  medical  plan  or  health  maintenance 
organization. 

(c)  The  net  amount  by  which  an  award  of 
damages  to  a  person  for  an  injury  shall  be 
reduced  under  subsection  (a)  shall  be  an 
amount  equal  to— 

(1)  the  total  amount  of  each  payment  de- 
scribed in  subsection  (b),  minus 

(2)  any  amount  paid  by  such  person  or  the 
spouse,  parent,  or  guardian  of  such  individ- 
ual to  secure  the  right  to  that  payment. 

UNIFORM  STANDARDS  FOR  OFFSETTING 
WORKERS'  COMPENSATION  BENEFITS 

Sec.  10.  (a)  Notwithstanding  the  provi- 
sions of  section  9,  in  any  civil  action  subject 
to  this  Act  in  which  damages  are  sought  for 
harm  for  which  the  person  injured  is  or 
would  have  been  entitled  to  receive  compen- 
sation under  any  State  or  Federal  workers' 
compensation  law,  any  damages  awarded 
shall  be  reduced  by  the  sum  of  the  amount 
paid  as  workers'  compensation  benefits  for 
such  harm  and  the  present  value  of  all 
workers'  compensation  benefits  to  which 
the  employee  is  or  would  be  entitled  for 
such  harm.  The  determination  of  workers' 
compensation  benefits  by  the  trier  of  fact  in 
a  civil  action  subject  to  this  Act  shall  have 
no  binding  effect  on  and  shall  not  be  used  as 
evidence  in  any  other  proceeding. 


(b)  In  any  civil  action  subject  to  this  Act 
in  which  damages  are  sought  for  harm  for 
which  the  person  injured  is  entitled  to  re- 
ceive compensation  under  any  State  or  Fed- 
eral workers'  compensation  law,  the  action 
shall,  on  application  of  the  claimant  made 
at  claimant's  sole  discretion,  be  stayed  until 
such  time  as  the  full  amount  payable  as 
workers'  compensation  benefits  has  been  fi- 
nally determined  under  such  workers'  com- 
pensation law. 

(c)(1)  Unless  the  manufacturer  or  product 
seller  has  expressly  agreed  to  indemnify  or 
hold  an  employer  harmless  for  harm  to  an 
employee  caused  by  a  product,  neither  the 
employer  nor  the  workers'  compensation  in- 
surance carrier  of  the  employer  shall  have  a 
right  of  subrogation,  contribution,  or.  im- 
plied indemnity  against  the  manufacturer 
or  product  seller  or  a  lien  against  the  claim- 
ant's recovery  from  the  manufacturer  or 
product  seller  if  the  harm  is  one  for  which  a 
civil  action  for  harm  caused  by  a  product 
may  be  brought  pursuant  to  this  Act. 

(2)  Paragraph  (1)  of  this  subsection  shall 
not  apply  to  any  civil  action  involving  work- 
places covered  by  a  State-operated  worker's 
compensation  insurance  fund,  if  the  State 
had  adopted,  prior  to  June  3,  1986,  a  statute 
eliminating  workers'  compensation  subroga- 
tion liens  in  cases  where  the  claimant's  em- 
ployer or  coemployee  has  been  found  to  be 
at  fault. 

(d)  In  any  civil  action  subject  to  this  Act 
in  which  damages  are  sought  for  harm  for 
which  the  person  injured  is  or  would  have 
been  entitled  to  receive  compensation  under 
any  State  or  Federal  workers'  compensation 
law,  no  third-party  tortfeasor  may  maintain 
any  action  for  implied  indemnity  or  contri- 
bution against  the  employer,  any  coem- 
ployee or  the  exclusive  representative  of  the 
person  who  was  injured. 

(e)  Nothing  in  this  Act  shall  be  construed 
to  affect  any  provision  of  a  State  or  Federal 
workers'  compensation  law  which  prohibits 
a  person  who  is  or  would  have  been  entitled 
to  receive  compensation  under  any  such 
law.  or  any  other  person  whose  claim  is  or 
would  have  been  derivative  from  such  a 
claim,  from  recovering  for  harm  caused  by  a 
product  in  any  action  other  than  a  workers' 
compensation  claim  against  a  present  or 
former  employer  or  workers'  compensation 
insurer  of  the  employer,  any  coemployee  or 
the  exclusive  representative  of  the  person 
who  was  injured.  Any  action  other  than 
such  a  workers'  compensation  claim  shall  be 
prohibited,  except  that  nothing  in  this  Act 
shall  be  construed  to  affect  any  State  or 
Fedeial  workers'  compensation  law  which 
permits  recovery  based  on  a  claim  of  an  in- 
tentional tort  by  the  employer  or  coem- 
ployee, where  the  claimant's  harm  was 
caused  by  such  an  intentional  tort. 

PERIODIC  PAYMENTS 

Sec.  U.  (a)  In  any  civil  action  to  which 
the  provisions  of  this  Act  apply,  if  the  court 
awards  an  individual  damages  in  excess  of 
$100,000- 

(1)  the  payment  of  such  damages  shall  be 
made  in  such  amounts  and  at  such  intervals 
as  directed  by  the  court,  over  a  scheduled 
period  of  time  or  over  the  estimated  lifetime 
of  such  individual: 

(2)  such  payments  shall  be  made  until  the 
total  amount  of  such  award  is  paid  to  such 
individual,  except  that  if  such  individual 
dies  prior  to  the  date  on  which  the  final 
payment  is  to  be  made,  the  party  obligated 
to  make  the  payments  shall  not  be  required 
to  make  any  additional  payments  to  the 
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heirs  or  assigns  of  such  individual  unless  di- 
rected to  do  so  by  the  court;  and 

(3)  the  court  may  require  that  such  peri- 
odic payments  be  made  through  the  estab- 
lishment of  a  trust  fund  or  the  purchase  of 
an  annuity. 

LIMITATION  ON  DAMAGES  FOR  NONECONOMIC 
LOSSES 

Sec.  12.  (a)  Notwithstanding  any  other 
provision  of  law.  in  any  civil  action  to  which 
the  provisions  of  this  Act  apply,  the  amount 
of  damages  for  noneconomic  losses  resulting 
from  the  conduct  of  the  judgment  debtor 
shall  not  exceed  $500,000.  If  the  action  is 
tried  with  a  jury,  the  jury  shall  not  be  in- 
formed of  such  limitation  but  any  award 
over  $500,000  shall  be  reduced  by  the  court 
to  comply  with  this  subsection. 

(b)  The  limitation  on  damages  set  forth  in 
subsection  (a)  shall  be  adjusted  on  the  first 
day  of  the  second  calendar  year  following 
enactment  of  this  Act.  and  on  the  first  day 
of  each  subsequent  calendar  year,  by  an 
amount  representing  the  change  in  the  Con- 
sumer Price  Index  for  the  preceding  12- 
month  period  ending  September  30.  as  de- 
termined by  the  United  States  Department 
of  Latrar. 

(c)  "Noneconomic  loss"  as  used  in  this  sec- 
tion, means  any  loss  which  is  not  of  money 
or  of  rights  or  property  which  are  exchange- 
able for  money.  Noneconomic  loss  includes 
pain,  suffering,  mental  anguish,  loss  of  con- 
sortium, comfort,  or  companionship  or 
injury  to  reputation:  but  does  not  include 
awards  subject  to  section  14  of  this  Act. 

ATTORNEY  FEES 

Sec.  13.  In  any  civil  action  to  which  the 
provisions  of  this  Act  apply,  and  in  which 
the  plaintiff  receives  a  settlement  or  an 
award  of  damages,  the  amount  of  payments 
to  the  plaintiff's  attorney  or  attorneys  shall 
be  determined  pursuant  to  this  subsection. 
If  the  total  award  or  settlement  is— 

(1)  not  more  than  $100,000.  the  attorneys 
fee  shall  not  exceed  35  percent  of  such 
amount; 

(2)  more  than  $100,000  but  less  than 
$500,000.  the  attorneys  fee  shall  not  exceed 
$35,000  plus  25  percent  of  the  excess  over 
$100,000;  or 

(3)  equal  to  or  greater  than  $500,000.  the 
attorneys  fee  shall  not  exceed  $135,000  plus 
10  percent  of  the  excess  over  $500,000. 

PUNITIVE  DAMAGES 

Sec.  14.  (a)  Punitive  damages  may  be 
awarded  to  any  plaintiff  in  any  civil  action 
to  which  the  provisions  of  this  Act  apply  if 
the  plaintiff  establishes  by  clear  and  con- 
vincing evidence  that  the  injury  suffered 
was  the  result  of  conduct  constituting  an  ex- 
treme departure  from  accepted  standards  of 
conduct  and  manifesting  a  conscious,  fla- 
grant indifference  to  the  safety  of  others.  A 
defendant  manufacturers  or  product  sell- 
er's failure  to  exercise  reasonable  care  in 
choosing  among  alternative  product  designs, 
formulations,  instructions,  or  warnings  does 
not.  of  itself  contitute  such  conduct.  Except 
as  provided  in  subsection  (f).  punitive  dam- 
ages may  not  be  awarded  in  the  absence  of  a 
compensatory  award. 

(b)  The  trier  of  fact  shall  first  determine 
whether  compensatory  damages  are  to  be 
awarded.  After  such  determination  has  been 
made,  the  trier  of  fact  shall,  in  a  separate 
proceeding,  determine  whether  punitive 
damages  are  to  be  awarded. 

(c)  There  shall  be  a  rebuttable  presump- 
tion that  a  plaintiff's  harm  was  not  the 
result  of  conduct  constituting  an  extreme 
departure  from  accepted  standards  of  con- 
duct if  the  predominant  cause  of  plaintiff's 


harm  was  a  product  which  complied  in  ma- 
terial respects  with  standards,  conditions,  or 
specifications  established,  adopted,  or  ap- 
proved by  the  Congress  or  by  an  agency  of 
the  Federal  Government  responsible  for  the 
safety  of  the  design,  formulation,  labeling, 
or  performance  of  a  product.  This  subsec- 
tion shall  not  apply  to  claims  subject  to  sub- 
section (h). 

(d)  If  the  trier  of  fact  determines  under 
subsection  (a)  that  punitive  damages  should 
be  awarded  to  a  plaintiff,  the  court  shall  de- 
termine the  amount  of  such  damages.  In 
making  that  determination,  the  court  shall 
consider— 

(1)  the  profitability,  to  the  defendant  of 
the  conduct; 

(2)  the  aggregate  potential  effect  of  such 
punishment  upon  the  ability  of  the  defend- 
ant to  pay  damages  for  economic  and  non- 
economic  loss  in  pending  or  future  claims 
involving  persons  similarly  situated  to  the 
plaintiff; 

(3)  the  nature  of  the  conduct  that  gave 
rise  to  liability  for  punitive  damages; 

(4)  the  total  resources  of  the  defendant: 

(5)  the  nature  of  the  harm  for  which  the 
punitive  damage  award  is  assessed;  and 

(6)  the  total  effect  of  other  sanctions  im- 
posed upon  the  defendant  as  a  result  of  the 
misconduct,  including  any  criminal  fines, 
civil  penalties,  or  other  sanctions  to  which 
the  defendant  has  been  or  may  be  subject- 
ed. 

(e)  In  considering  the  factors  set  forth  in 
subsection  (d).  the  court  shall  not  make  an 
individual  award  of  punitive  damages  in 
excess  of  three  times  the  amount  of  the 
plaintiffs  compensatory  award  or  $100,000. 
whichever  is  greater. 

(f)  In  any  civil  action  in  which  the  alleged 
harm  to  the  claimant  is  death  and  the  appli- 
cable State  law  provides,  or  has  been  con- 
strued to  provide,  for  damages  only  punitive 
in  nature,  a  defendant  may  be  liable  for  any 
such  damages  regardless  of  whether  a  claim 
is  asserted  under  this  section.  The  recovery 
of  any  such  damages  shall  not  bar  a  claim 
under  this  section. 

(g)  As  a  matter  of  public  policy,  no  dam- 
ages or  awards  arising  from  the  operation  of 
this  section,  shall  be  deemed  insurable  or.  in 
any  event,  payable  under  the  terms  of  any 
liability  insurance  policy. 

(h)(1)  Notwithstanding  any  other  provi- 
sion of  this  section,  punitive  damages  shall 
not  be  awarded  pursuant  to  this  section 
against  a  defendant  that  caused  the  claim- 
ant's harm  where— 

(A)  the  drug  (as  defined  in  section 
201(g)(1)  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act  (21  U.S.C.  321(g)(1))  or  medi- 
cal device  (as  defined  under  section  201(h) 
of  the  Federal  Food.  Drug,  and  Cosmetic 
Act  (21  U.S.C.  321(h))  was  subject  to  pre- 
market  approval  by  the  Food  and  Drug  Ad- 
ministration with  respect  to  the  safety  of 
the  formulation  or  performance  of  the 
aspect  of  such  drug  or  device  which  caused 
the  claimant's  harm  or  the  adequacy  of  the 
packaging  or  labeling  of  such  drug  or  device, 
and  such  drug  was  approved  by  the  Food 
and  Drug  Administration;  or 

(B)  the  drug  is  generally  recognized  as 
safe  and  effective  pursuant  to  conditions  es- 
tablished by  the  Pood  and  Drug  Administra- 
tion and  applicable  regulations,  including 
packaging  and  labeling  regulations. 

The  provisions  of  this  paragraph  shall  not 
apply  in  any  case  in  which  the  defendant 
withheld  from  or  misrepresented  to  the 
Food  and  Drug  Administration  or  any  other 
agency  or  official  of  the  Federal  Govern- 
ment information  that  is  material  and  rele- 


vant to  the  performance  of  such  drug  or 
device. 

(2)  Punitive  damages  shall  not  be  awarded 
pursuant  to  this  section  against  a  manufac- 
turer of  an  aircraft  which  caused  the  claim- 
ant's harm  where— 

(A)  such  aircraft  was  subject  to  pre- 
market  certification  by  the  Federal  Aviation 
Administration  with  respect  to  the  safety  of 
the  design  or  performance  of  the  aspect  of 
such  aircraft  which  caused  the  claimant's 
harm  or  the  adequacy  of  the  warnings  re- 
garding the  operation  or  maintenance  of 
such  aircraft;  and 

(B)  the  aircraft  was  certified  by  the  Feder- 
al Aviation  Administration  under  the  Feder- 
al Aviation  Act  of  1958  (49  App.  U.S.C.  1301 
et  seq.). 

The  provisions  of  this  paragraph  shall  not 
apply  in  any  case  in  which  the  defendant 
withheld  from  or  misrepresented  to  the 
Federal  Aviation  Administration  informa- 
tion that  is  material  and  relevant  to  the  per- 
formance or  the  maintenance  or  operation 
of  such  aircraft. 

LIABILITY  STANDARDS 

Sec  15.  Except  as  otherwise  provided  in 
sections  16  and  17  of  this  Act.  no  person 
shall  be  found  liable  for  any  damages  in  any 
civil  action  subject  to  the  provisions  of  this 
Act  unless  claimant  proves  by  a  preponder- 
ance of  the  evidence  that  such  person  was 
negligent,  and  such  negligence  was  the 
proximate  cause  of  the  damages  sought. 

LIABILITY  OF  PRODUCT  MANUFACTURERS 

Sec.  16.  (a)  No  manufacturer  shall  be 
liable  for  damages  in  any  civil  action  subject 
to  the  provisions  of  this  Act.  for  harm  alleg- 
edly caused  by  a  product  unless,  claimant 
proves  by  a  preponderance  of  the  evidence 
that  the  manufacturer's  product  was  the 
proximate  cause  of  claimant's  harm  and  was 
unreasonably  safe  because— 

( 1 )  the  product  deviated  in  a  material  way 
from  the  manufacturer's  own  design  specifi- 
cations at  the  time  it  left  the  manufactur- 
er's control. 

(2)  the  product  would  not  have  been  de- 
signed or  formulated  as  it  was  if  the  manu- 
facturer had  been  exercising  reasonable 
care  for  the  safety  of  others, 

(3)  the  manufacturer  did  not  provide 
warnings  or  instructions  which  would  have 
been  provided  if  the  manufacturer  had  been 
exercising  reasonable  care  for  the  safety  of 
others,  or 

(4)  the  product  failed  to  conform  in  a  ma- 
terial respect  to  an  express  warranty  of  the 
manufacturer. 

(b)  A  presumption  shall  arise  that  a  man- 
ufacturer exercised  reasonable  care  for  the 
safety  of  others  if  the  product  design,  for- 
mulation, warning,  or  instructions  con- 
formed, at  the  time  of  manufacture,  with 
standards,  conditions,  or  specifications  es- 
tablished, adopted,  or  approved  by  the  Con- 
gress or  an  agency  of  the  Federal  Govern- 
ment responsible  for  the  safety  of  the 
design,  formulation,  labeling,  or  perform- 
ance of  the  product. 

(c)  A  manufacturer  shall  not  be  liable  for 
damages  in  a  civil  action  subject  to  this  Act 
for  harm  allegedly  caused  by  a  product  if— 

(1)  in  light  of  existing  scientific,  techno- 
logical, or  medical  information,  knowledge 
of  the  unsafe  aspect  of  the  product  was  not 
reasonably  available  or  obtainable,  or  the 
ability  to  eliminate  the  unsafe  aspect  of  the 
product  was  not  technologically  or  practi- 
cally feasible, 

(2)  plaintiff's  harm  would  not  have  oc- 
curred but  for  an  unreasonable  or  unfore- 
seeable use  or  alteration  of  the  product  oc- 
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curring after  it  left  the  manufacturer's  con- 
trol and  without  the  manufacturer's  con- 
sent, where  unreasonable  or  unforeseeable 
use  or  alteration  of  the  product  includes 
any  use  or  alteration  of  the  product  which 
the  manufacturer  specifically  prohibited  or 
warned  against,  or 

(3)  the  unsafe  aspect  of  the  product  that 
caused  claimant's  harm  either  was  an  inher- 
ent characteristic  of  the  product  or  was  nec- 
essary to  the  products'  utility  and  was 
either  a  matter  of  common  knowledge  or 
the  subject  of  warnings  or  instructions  ade- 
quate to  permit  an  informed  decision  with 
respect  to  product  use:  Provided,  That— 

(A)  the  inherently  unsafe  aspect  of  the 
product  was  not  significantly  more  danger- 
ous than  was  reasonably  to  be  expected,  and 

(B)  the  product  resulted  in  more  utility 
than  harm  to  consumers. 

LIABILITY  OF  PRODUCT  SELLERS 

Sec.  17.  (a)  Notwithstanding  the  provi- 
sions of  section  16,  in  any  civil  action  for 
harm  caused  by  a  product,  a  product  seller 
other  than  a  manufacturer  is  liable  to  a 
claimant,  only  if  the  claimant  establishes  by 
a  preponderance  of  the  evidence  that— 

(IXA)  the  individual  product  unit  which 
allegedly  caused  the  harm  complained  of 
was  sold  by  the  defendant; 

(B)  the  product  seller  failed  to  exercise 
reasonable  care  with  respect  to  the  product; 
and 

(C)  such  failure  to  exercise  reasonable 
care  was  a  proximate  cause  of  the  claimant's 
harm;  or 

(2)(A)  the  product  seller  made  an  express 
warranty,  independent  of  any  express  war- 
ranty made  by  a  manufacturer  as  to  the 
same  product; 

(B)  the  product  failed  to  conform  to  the 
warranty;  and 

(C)  the  failure  of  the  product  to  conform 
to  the  warranty  caused  the  claimant's  harm. 

(b)(1)  In  determining  whether  a  product 
seller  is  subject  to  liability  under  subsection 
(a)(1),  the  trier  of  fact  may  consider  the 
effect  of  the  conduct  of  the  product  seller 
with  respect  to  the  construction,  inspection, 
or  condition  of  the  product,  and  any  failure 
of  the  product  seller  to  pass  on  adequate 
warnings  or  instructions  from  the  product's 
manufacturer  about  the  dangers  and  proper 
use  of  the  product. 

(2)  A  product  seller  shall  not  be  liable  in  a 
civil  action  subject  to  this  title  based  upon 
an  alleged  failure  to  provide  warnings  or  in- 
structions unless  the  claimant  establishes 
that,  when  the  product  left  the  possession 
and  control  of  the  product  seller,  such  seller 
failed- 

(A)  to  provide  to  the  person  to  whom  the 
product  seller  relinquished  possession  and 
control  of  the  product,  any  pamphlets, 
booklets,  labels,  inserts,  or  other  written 
warnings  or  instructions  received  while  the 
product  was  in  the  product  seller's  posses- 
sion and  control;  or 

(B)  to  make  reasonable  efforts  to  provide 
users  with  warnings  and  instructions  it  re- 
ceived after  the  product  left  its  possession 
and  control. 

(3)  A  product  seller  shall  not  be  liable  in  a 
civil  action  subject  to  this  Act  except  for 
breach  of  express  warranty  where  there  was 
no  reasonable  opportunity  to  inspect  the 
product  in  a  manner  which  would  or  should, 
in  the  exercise  of  reasonable  care,  have  re- 
vealed the  aspect  of  the  product  which  al- 
legedly caused  the  claimant's  harm. 

(c)  A  product  seller  shall  be  treated  as  the 
manufacturer  of  a  product  and  shall  be 
liable  for  harm  to  the  claimant  caused  by  a 


product  as  if  it  were  the  manufacturer  of 
the  product  if— 

(1)  the  manufacturer  is  not  subject  to 
service  of  process  under  the  laws  of  any 
State  in  which  the  action  might  have  been 
brought;  or 

(2)  the  court  determines  that  the  claimant 
would  be  unable  to  enforce  a  judgment 
against  the  manufacturer. 

INJURIES  CAUSED  BY  USE  OF  ALCOHOL  OR  DRUGS 

Sec.  18.  (a)  In  any  civil  action  subject  to 
the  provisions  of  this  Act,  a  person  may 
assert  as  a  complete  defense  that  the  plain- 
tiff was  under  the  influence  of  an  intoxicat- 
ing alcohol  or  drug  and  that  such  condition 
was  more  than  50  percent  responsible  for 
plaintiff's  injury. 

(b)(1)  For  purposes  of  this  section,  the  de- 
termination of  whether  a  person  was  under 
the  influence  of  intoxicating  alcohol  shall 
be  made  pursuant  to  applicable  State  law. 

(2)  As  used  in  this  section,  the  term 
"drug "  does  not  include  a  pharmaceutical 
product  prescribed  by  a  physician  for  use  by 
the  plaintiff  or  permitted  by  applicable  law 
to  be  sold  over  the  counter  so  long  as  it  was 
used  by  plaintiff  in  accordance  with  the 
physician's  or  manufacturer's  instructions. 

SANCTIONS 

Sec  19.  (a)  In  any  civil  action  in  which  the 
provisions  of  this  Act  apply,  any  attorney  or 
other  person  admitted  to  practice  before  the 
court,  whose  conduct  in  the  course  of  the 
proceeding  is  determined  by  the  court,  after 
consideration  of  the  circumstances,  to  have 
been  to  delay  the  proceeding  or  to  impeoe 
the  just,  speedy,  or  inexpensive  resolution 
of  the  action  shall  be  subject  to  pecuniary 
sanctions  by  the  court.  Such  sanctions  shall 
not  be  less  than  the  total  amount  of  court 
costs,  fees,  and  expenses,  including  attor- 
ney's fees,  reasonably  attributable  to  the 
conduct. 

(b)  In  any  civil  action  subject  to  the  provi- 
sions of  this  Act  in  which  the  court  finds 
that  the  action  was  initiated  without  a  good 
faith  belief  by  the  attorney  initiating  the 
cause  of  action  that  there  was  a  reasonable 
basis  in  law  and  in  fact  for  recovery  of  the 
relief  requested,  or  that  the  action  was  initi- 
ated merely  for  purposes  of  achieving  a 
monetary  settlement  where  there  was  no 
reasonable  prospect  for  an  award  of  dam- 
ages, then  such  attorney  shall  be  liable  for 
the  total  amount  of  defendant's  court  costs, 
fees,  and  expenses,  including  double  the  at- 
torney fees  reasonably  incurred  to  respond 
to  or  otherwise  resist  the  action. 

(c)  In  any  civil  action  subject  to  the  provi- 
sions of  this  Act  in  which  the  court  finds 
that  the  attorney  defending  the  cause  of 
action  denied  the  substantive  averments  of 
the  complaint  without  a  good  faith  belief 
that  there  was  a  reasonable  basis  in  law  and 
in  fact  for  the  avoidance  of  liability  for  the 
relief  requested,  or  that  the  actions  taken  in 
defense  of  the  action  were  intended  merely 
to  postpone  the  imE>osition  of  a  judgment 
for  damages,  then  such  attorney  shall  be 
liable  for  the  total  amount  of  court  costs, 
fees,  and  expenses,  including  double  the  at- 
torney fees  reasonably  incurred  to  prosecute 
the  action. 

UNIFORM  TIME  LIMITATIONS  ON  LIABILITY 

Sec.  20.  (a)  Any  civil  action  subject  to  this 
Act  shall  be  barred  unless  the  complaint  is 
filed  within  two  years  after  the  time  the 
claimant  discovered  or,  in  the  exercise  of 
reasonable  care,  should  have  discovered  the 
harm  and  its  cause,  except  that  any  such 
action  of  a  person  under  legal  disability  may 
be  filed  within  two  years  after  the  disability 
ceases.  If  the  commencement  of  such  an 


action  is  stayed  or  enjoined,  the  running  of 
the  statute  of  limitations  under  this  section 
shall  be  suspended  for  the  period  of  the  stay 
or  injunction. 

(b)(1)  Any  civil  action  subject  to  this  Act 
shall  be  barred  if  a  product  which  is  a  cap- 
ital good  is  alleged  to  have  caused  harm 
which  is  not  a  toxic  harm  unless  the  com- 
plaint is  served  and  filed  within  twenty-five 
years  after  the  time  of  delivery  of  the  prod- 
uct. 

(2)(A)  With  respect  to  any  good  other 
than  a  capital  good,  a  manufacturer  or 
product  seller  shall  not  be  subject  to  liabil- 
ity to  a  claimant  for  harm  caused  by  a  prod- 
uct in  any  civil  action  subject  to  this  Act  if 
the  manufacturer  proves,  by  a  preponder- 
ance of  the  evidence,  that  the  harm  was 
caused  after  the  product's  useful  safe  life. 

(B)  A  manufacturer  or  product  seller  may 
be  subject  to  liability  for  harm  caused  by  a 
product  after  iU  useful  safe  life  if— 

(i)  the  manufacturer  has  warranted  that 
the  product  can  be  utilized  safely  for  a  time 
longer  than  the  useful  safe  life: 

(ii)  the  manufacturer  intentionally  mis- 
represents facts  about  the  product  or  inten- 
tionally conceals  information  about  the 
product  and  that  concealment  was  the  prox- 
imate cause  of  the  claimant's  harm;  or 

(iii)  the  harm  was  caused  by  exposure  to  a 
product,  which  exposure  first  occurred 
within  the  useful  safe  life  of  the  product, 
even  though  the  harm  did  not  manifest 
itself  until  after  such  useful  safe  life. 

(C)  In  any  civil  action  brought  pursuant 
to  this  paragraph,  there  is  a  presumption 
that  the  harm  was  caused  after  the  useful 
safe  life  of  the  product  if  the  harm  was 
caused  more  than  ten  years  after  the  time 
of  delivery  of  the  product.  Such  presump- 
tion may  be  rebutted  by  a  preponderance  of 
the  evidence. 

(3)  A  motor  vehicle,  vessel,  aircraft,  or 
railroad  used  primarily  to  transport  passen- 
gers for  hire  shall  not  be  subject  to  the  pro- 
visions of  this  subsection. 

(4)  As  used  in  this  subsection— 

(A)  the  term  "time  of  delivery"  means  the 
time  when  a  product  is  delivered  to  its  first 
purchaser  or  lessee  who  was  not  involved  in 
the  business  of  manufacturing  or  selling 
such  product  or  using  it  as  a  component 
part  of  another  product  to  be  sold;  and 

(B)  a  product's  "useful  safe  life"  begins  at 
the  time  of  the  first  use  of  the  product  fol- 
lowing delivery  and  extends  for  the  time 
during  which  the  product  would  normally 
be  likely  to  perform  or  be  stored,  or  both,  in 
a  safe  manner. 

(c)  As  used  in  this  section,  the  term— 

(1)  "capital  good"  means  any  product,  or 
any  component  of  any  such  product,  which 
is  of  a  character  subject  to  allowance  for  de- 
preciation under  the  Internal  Revenue  Code 
of  1954,  and  which  was— 

(A)  used  in  a  trade  or  business: 

(B)  held  for  the  production  of  income;  or 

(C)  sold  or  donated  to  a  governmental  or 
private  entity  for  the  production  of  goods, 
for  training,  for  demonstration,  or  other 
similar  purposes:  and 

(2)  "toxic  harm"  means  harm  which  is 
functional  impairment,  illness,  or  death  of  a 
human  being  resulting  from  exposure  to  an 
object,  substance,  mixture,  raw  material  or 
physical  agent  of  particular  chemical  com- 
position. 

(d)  Nothing  in  this  section  shall  affect  the 
right  of  any  [terson  who  is  subject  to  liabil- 
ity for  harm  luider  this  Act  to  seek  and 
obtain  contribution  or  indemnity  from  any 
other  person  who  is  responsible  for  such 
harm. 
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SUBSEQUENT  REMEDIAL  MEASURES 

Sec.  21  Evidence  of  measures  taken  after 
an  event,  which  if  taken  previously  would 
have  made  the  event  less  likely  to  occur,  is 
not  admissible  to  prove  liability  in  any 
action  subject  to  this  Act.  in  connection 
with  the  event.  This  section  does  not  re- 
quire the  exclusion  of  evidence  of  subse- 
quent measures  when  offered  for  another 
purpose,  such  as  proving  ownership,  control, 
or  feasibility  of  precautionary  measures,  if 
controverted,  or  impeachment. 

GENERAL  ACCOUNTING  OFFICE  STUDY 

Sec.  22.  (a)  The  Comptroller  General  of 
the  United  States  (hereafter  referred  to  as 
the  •Comptroller")  shall  report  to  the 
Chairman  of  the  Senate  Committee  on  the 
Judiciary  (hereafter  referred  to  as  the 
•Chairman"),  no  later  than  180  days  after 
the  effective  date  of  this  Act.  the  findings 
and  conclusions  of  a  study  to  determine  the 
causes  and  the  effects  upon  this  Nation's 
civil  justice  system  of  the  current  liability 
insurance  availability  and  affordability 
crisis. 

(b)  The  Comptrollers  report  shall  be  lim- 
ited to  responding  to  specific  questions  sub- 
mitted by  the  Chairman.  Such  questions 
shall  be  prepared  and  submitted  to  the 
Comptroller  no  later  than  30  days  after  the 
effective  date  of  this  Act. 

DEFINITIONS 

Sec.  23.  (a)  As  used  in  this  Act.  the  term- 

(1)  •claimanf  means  any  person  who 
brings  a  civil  action  pursuant  to  this  Act. 
and  any  person  on  whose  behalf  such  an 
action  is  brought;  if  such  an  action  is 
brought  through  or  on  behalf  of  an  estate, 
the  term  includes  the  claimants  decedent, 
or  if  it  is  brought  through  or  on  behalf  of  a 
minor  or  incompetent,  the  term  includes  the 
claimant's  parent  or  guardian: 

(2)  •■clear  and  convincing  evidence"  is  that 
measure  or  degree  of  proof  that  will 
produce  in  the  mind  of  the  trier  of  fact  a 
firm  belief  or  conviction  as  to  the  truth  of 
the  allegations  sought  to  be  established:  the 
level  of  proof  required  to  satisfy  such  stand- 
ard is  more  than  that  required  under  the 
standard  of  a  preponderance  of  the  evi- 
dence, but  less  than  that  required  for  proof 
beyond  a  reasonable  doubt: 

(3)  "commercial  loss"  means  economic 
injury,  whether  direct,  incidental,  or  conse- 
quential, including  property  damage  and 
damage  to  the  product  itself,  incurred  by 
persons  regularly  engaged  in  business  activi- 
ties consisting  of  providing  goods  or  services 
for  compensation: 

(4)  "exercise  of  reasonable  care"  means 
conduct  of  a  person  of  ordinary  prudence 
and  intelligence  using  the  attention,  precau- 
tion and  judgment  that  society  expects  of 
its  memne.-s  for  the  protection  of  their  own 
interests  and  the  interests  of  others: 

(5)  'harm  •  means  any  harm  recognized 
under  the  law  of  the  State  in  which  the  civil 
action  is  maintained,  other  than  loss  or 
damage  caused  to  a  product  itself,  or  com- 
mercial loss,  with  respect  to  which  recovery 
is  available  under  the  commercial  or  con- 
tract law  of  the  State: 

(6)  "manufacturer"  means  (A)  any  person 
who  is  engaged  in  a  business  to  produce, 
create,  make,  or  construct  any  product  (or 
component  part  of  a  product)  and  who  de- 
signs or  formulates  the  product  (or  compo- 
nent part  of  the  product)  or  has  engaged  an- 
other person  to  design  or  formulate  the 
product  (or  component  part  of  the  product): 
(B)  a  product  seller  with  respect  to  all  as- 
pects of  a  product  (or  component  part  of  a 
product)    which    are    created    or    affected 


when,  before  placing  the  product  in  the 
stream  of  commerce,  the  product  seller  pro- 
duces, creates,  makes,  or  constructs  and  de- 
signs or  formulates,  or  has  engaged  another 
person  to  design  or  formulate,  an  aspect  of  a 
product  (or  component  part  of  a  product) 
made  by  another:  or  (C)  any  product  seller 
not  described  in  clause  (B)  which  holds 
itself  out  as  a  manufacturer  to  the  user  of  a 
product: 

(7)  "person"  means  any  individual,  corpo- 
ration, company,  association,  firm,  partner- 
ship, society,  joint  stock  company,  or  any 
other  entity  (including  any  governmental 
entity): 

(8)  "preponderance  of  the  evidence"  is 
that  measure  or  degree  of  proof  which,  by 
the  weight,  credit,  and  value  of  the  aggre- 
gate evidence  on  either  side,  establishes 
that  it  is  more  probable  than  not  that  a  fact 
occurred  or  did  not  occur: 

(9)  "product"  means  any  object,  sub- 
stance, mixture,  or  raw  material  in  a  gase- 
ous, liquid  or  solid  state  (A)  which  is  capable 
of  delivery  itself  or  as  an  assembled  whole, 
in  a  mixed  or  combined  state  or  as  a  compo- 
nent part  or  ingredient:  (B)  which  is  pro- 
duced for  introduction  into  trade  or  com- 
merce: (C)  which  has  intrinsic  economic 
value:  and  (D)  which  is  intended  for  sale  or 
lease  to  persons  for  commercial  or  personal 
use:  the  term  does  not  include  human 
tissue,  blood  and  blood  products,  or  organs 
unless  specifically  recognized  as  a  product 
pursuant  to  State  law: 

(10)  "product  seller"  means  a  person  who, 
in  the  course  of  a  business  conducted  for 
that  purpose,  sells,  distributes,  leases,  pre- 
pares, blends,  packages,  labels,  or  otherwise 
is  involved  in  placing  a  product  in  the 
stream  of  commerce,  or  who  installs,  repairs 
or  maintains  the  harm-causing  aspect  of  a 
product:  the  term  does  not  include— 

(A)  a  seller  or  lessor  of  real  property: 

(B)  a  provider  of  profes-sional  services  in 
any  case  in  which  the  sale  or  use  of  a  prod- 
uct is  incidental  to  the  transaction  and  the 
essence  of  the  transaction  is  the  furnishing 
of  judgment,  skill,  or  services:  or 

(C)  any  person  who— 

(i)  acts  in  only  a  financial  capacity  with 
respect  to  the  sale  of  a  product:  and 

(ii)  leases  a  product  under  a  lease  arrange- 
ment in  which  the  selection,  possession, 
maintenance,  and  operation  of  the  product 
are  controlled  by  a  person  other  than  the 
lessor:  and 

(11)  "State"  means  any  State  of  the 
United  States,  the  District  of  Columbia,  the 
Commonwealth  of  Puerto  Rico,  the  Virgin 
Islands.  Guam.  American  Samoa,  the  North- 
ern Mariana  Islands,  the  Trust  Territory  of 
the  Pacific  Islands,  and  any  other  territory 
or  possession  of  the  United  States,  or  any 
political  subdivision  thereof. 

EFFECTIVE  DATE 

Sec.  24.  (a)  This  Act  and  the  amendments 
made  by  this  Act  shall  be  effective  on  the 
date  of  enactment,  and  shall  apply  to  all 
civil  actions  filed  on  or  after  such  date,  in- 
cluding any  civil  action  in  which  the  harm 
or  the  conduct  complained  of  occurred 
before  such  effective  date. 

(b)  If  any  provision  of  this  Act  would 
shorten  the  period  during  which  a  person 
would  otherwise  be  exposed  to  liability,  the 
plaintiff  may,  notwithstanding  the  other- 
wise applicable  time  period,  bring  any  civil 
action  pursuant  to  this  Act  within  one  year 
after  the  effective  date  of  this  Act. 
severability 

Sec  25.  If  any  provision  of  this  Act  or  the 
application  of  any  such  provision  to  any 


person  or  circumstance  is  held  invalid,  the 
remainder  of  this  Act  and  the  application  of 
any  provision  to  any  other  person  or  cir- 
cumstance shall  not  be  affected  thereby. 


KASTEN  (AND  OTHERS) 
AMENDMENT  NO.  2868 

(Ordered  to  lie  on  the  table.) 

Mr.  KASTEN  (for  himself,  Mr. 
INOUYE.  Mr.  Gorton,  Mrs.  Kassebaum, 
Mr.  Stevens,  and  Mr.  Riegle)  submit- 
ted an  amendment  intended  to  be  pro- 
posed by  them  to  the  bill  S.  2760. 

Mr.  KASTEN.  Mr.  President,  a 
motion  to  proceed  on  S.  2760,  "The 
Product  Liability  Reform  Act,"  is  cur- 
rently pending  before  the  Senate. 
While  an  overwhelming  majority  of 
my  colleagues  support  Federal  product 
liability  reform,  some  of  them  were 
opposed  to  proceeding  on  S.  2760  be- 
cause of  the  arbitrary  caps  on  a  plain- 
tiff's recovery  which  are  currently  in 
the  bill. 

However,  Senators  Inouye,  Gorton, 
Kassebaum,  Stevens,  Riegle,  and  I 
have  reached  a  bipartisan  compromise 
agreement  on  a  substitute  to  S.  2760 
which  would  completely  remove  all 
caps  on  recovery. 

The  caps  in  S.  2760  are  contained  in 
the  expedited  settlement  provisions  of 
the  bill,  and  our  substitute  would  re- 
place those  settlement  provisions  with 
the  settlement  provisions  which  origi- 
nally were  adopted  by  the  Commerce 
Committee  by  a  vote  of  16  to  1. 

Our  compromise  not  only  eliminates 
a  central  objection  of  the  consumer 
groups  to  this  legislation,  but  it  is  sup- 
ported by  the  National  Association  of 
Manufacturers,  the  Chamber  of  Com- 
merce, the  National  Federation  of  In- 
dependent Businesses,  the  Business 
Roundtable,  and  many  other  business 
groups  and  associations.  The  adminis- 
tration also  supports  this  amendment. 

Because  of  the  widespread  support 
which  this  bipartisan  compromise  has 
already  gathered,  I  am  confident  that 
it  will  be  overwhelmingly  adopted  by 
the  Senate  when  offered.  While  some 
of  us  will  seek  further  amendments  to 
S.  2760  on  the  floor— Senator  Lugar 
and  I  still  intend  to  offer  our  "fault 
defenses"  amendment,  for  example— 
our  bipartisan  compromise  substitute 
eliminated  the  most  controversial  pro- 
visions of  this  legislation.  I  therefore 
urge  my  colleagues  to  move  to  the  con- 
sideration of  S.  2760,  "The  Product  Li- 
ability Reform  Act,"  without  delay. 

Enactment  of  the  bipartisan  compro- 
mise substitute  to  S.  2760  will  help  to 
lessen  the  pain  of  the  crisis.  The  stat- 
ute of  repose  in  this  bill  will  end  the 
"long  table  of  liability"  problem  which 
unfairly  penalizes,  almost  exclusively, 
domestic  product  sellers  and  manufac- 
turers. 

This  legislation  provides  a  uniform 
Federal  fault  standard  for  product 
sellers  and  provides  that  those  who 
only  sell  products  should  not  be  liable 
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for  anyone's  negligence  except  their 
own.  This  is  only  fair,  and  on  the  floor 
of  the  Senate,  I  hope  we  can  extend 
this  same  fairness  to  product  manufac- 
turers as  well.  Senator  Lugar  and  I 
will  offer  a  uniform  fault  standard 
amendment  to  do  this. 

This  bill  also  provides  a  uniform  2- 
year  statute  of  limitations.  Unlike  the 
statutes  of  limitations  in  many  States, 
the  2  years  do  not  begin  to  run  until 
the  claimant  has  had  a  chance  to  dis- 
cover his  injury.  This  is  only  fair  and 
equitable. 

In  the  legislation  before  us,  we  have 
taken  important  steps  to  control  the 
abusive  award  of  punitive  damages. 
We  have  clarified  the  standard  of 
proof  to  be  "clear  and  convincing"  evi- 
dence and  provided  that  "conscious, 
flagrant  indifference  to  the  safety  of 
persons"  should  be  the  standard  of  li- 
ability. 

Due  primarily  to  Senator  Kasse- 
baum's  leadership,  we  have  provided  a 
government  standards  defense  for  pu- 
nitive damages  which  will  simply 
ensure  that  manufacturers  are  not 
punished  for  following  Federal  laws. 

While  the  committee  did  not  adopt 
any  amendment  to  place  contingency 
fees  on  a  sliding  scale,  we  have  given 
judges  the  power  and  the  mandate  to 
require  those  who  bring  frivolous  suits 
to  pay  the  other's  full  costs  and  attor- 
ney fees,  and  to  punish  those  who  in- 
tentionally delay  the  resolution  of  le- 
gitimate claims  for  no  just  purpose.  I 
hope  the  judges  and  lawyers  in  Amer- 
ica view  this  as  what  it  is,  a  shot  over 
the  bow  of  the  legal  community  warn- 
ing about  abuses  which  Congress 
wants  corrected.  I  urge  all  attorneys  to 
support  the  judges  in  their  enforce- 
ment of  these  provisions.  The  filing  of 
frivolous  lawsuits  has  become  a  form 
of  extortion  which  can  no  longer  be 
tolerated. 

Mr.  President,  this  bill  is,  of  course, 
not  perfect.  In  addition  to  the  substi- 
tute, I  intend  to  offer  an  amendment 
on  the  floor  which  I  believe  will  im- 
prove the  bill,  as  I  did  in  the  commit- 
tee. Nevertheless,  the  bill  before  this 
Chamber  is  a  good  bill  which  is  ur- 
gently necessary  to  help  address  the 
tort  liability  crisis.  Our  bipartisan 
compromise  substitute  amendment 
will  eliminate  any  caps  in  recovery  in 
this  legislation.  I  strongly  urge  my  col- 
leagues to  vote  to  proceed  to  S.  2760, 
the  Product  Liability  Reform  Act. 

The  text  of  the  amendment  is  as  fol- 
lows: 

Strike  all  after  the  enacting  clause  and 
insert  in  lieu  thereof  the  following: 
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Title  I 
short  title 

Sec  101.  This  Act  may  be  cited  as  the 
"Product  Liability  Reform  Act". 

DEFINITIONS 

Sec.  102.  ^a)  As  used  in  this  Act.  the 
term— 

(1)  "claimant"  means  any  person  who 
brings  a  civil  action  pursuant  to  this  Act. 
and  any  person  on  whose  behalf  such  an 
action .  is  brought:  if  such  an  action  is 
brought  through  or  on  behalf  of  an  estate, 
the  term  includes  the  claimant's  decedent, 
or  if  it  is  brought  through  or  on  behalf  of  a 
minor  or  incompetent,  the  term  includes  the 
claimant's  parent  or  guardian: 

(2)  "clear  and  convincing  evidence"  is  that 
measure  or  degree  of  proof  that  will 
produce  in  the  mind  of  the  trier  of  fact  a 
firm  belief  or  conviction  as  to  the  truth  of 
the  allegations  sought  to  be  established:  the 
level  of  proof  required  to  satisfy  such  stand- 
ard is  more  than  that  required  under  pre- 
ponderance of  the  evidence,  but  less  than 
that  required  for  proof  beyond  a  reasonable 
doubt: 

(3)  "collateral  benefits"  means  all  benefits 
and  advantages  received  or  entitled  to  be  re- 
ceived (regardless  of  any  right  any  other 
person  has  or  is  entitled  to  assert  for  re- 
coupment through  subrogation,  trust  agree- 
ment, lien,  or  otherwise)  by  any  claimant 
harmed  by  a  product  or  by  any  other  person 
as  reimbursement  of  loss  because  of  harm  to 
person  or  property  payable  or  required  to  be 
paid  to  the  claimant,  under— 

(A)  any  Federal  law  or  the  laws  of  any 
State  (other  than  through  a  claim  for 
breach  of  an  obligation  or  duty):  or 

(B)  any  life,  health  or  accident  insurance 
or  plan,  wage  or  salary  continuation  plan,  or 
disability  income  or  replacement  sen'ice  in- 
surance or  any  benefit  received  or  to  be  re- 
ceived as  a  result  of  participation  in  any 
pre-paid  medical  plan  or  Health  Mainte- 
nance Organization: 

(4)  "commerce"  means  trade,  traffic,  com- 
merce, or  transportation  (A)  between  a 
place  in  a  State  and  any  place  outside  of 
that  State:  or  (B)  which  affects  trade,  traf- 
fic, commerce,  or  transportation  described 
in  clause  (A): 

(5)  "commercial  loss"  means  economic 
Injury,  whether  direct,  incidental,  or  conse- 


quential, including  property  damage  and 
damage  to  the  product  itself,  incurred  by 
persons  regularly  engaged  in  business  activi- 
ties consisting  of  providing  goods  or  services 
for  compensation: 

(6)  for  the  purposes  of  title  II  of  this  Act, 
"dignitary  loss  "  means  noneconomic  loss  re- 
sulting from  harm  caused  by  a  product, 
compensable  under  State  law,  in  the 
amount  of  $100,000.  and  consisting  of  pain 
and  suffering  or  mental  anguish  associated 
with  (A)  the  death  of  a  parent,  child  or 
spouse:  (B)  serious  and  permanent  disfigure- 
ment: (C)  loss  of  a  limb  or  organ;  or  (D)  seri- 
ous and  permanent  impairment  of  a  bodily 
function; 

(7)  ""economic  loss"  means  any  pecuniary 
loss  resulting  from  harm  which  is  allowed 
under  State  law: 

(8)  "exercise  of  reasonable  care"  means 
conduct  of  a  person  of  ordinary  prudence 
and  intelligence  using  the  attention,  precau- 
tion and  judgment  that  society  expects  of 
its  members  for  the  protection  of  their  own 
interests  and  the  interests  of  others: 

(9)  ""harm"  means  any  harm  recognized 
under  the  law  of  the  State  in  which  the  civil 
action  is  maintained,  other  than  loss  or 
damage  caused  to  a  product  itself,  or  com- 
mercial loss,  with  respect  to  which  recovery 
is  available  under  the  commercial  or  con- 
tract law  of  the  State; 

(10)  "manufacturer"  means  (A)  any 
person  who  is  engaged  in  a  business  to 
produce,  create,  make,  or  construct  any 
product  (or  component  part  of  a  product) 
and  who  designs  or  formulates  the  product 
(or  component  part  of  the  product)  or  has 
engaged  another  person  to  design  or  formu- 
late the  product  (or  component  part  of  the 
product);  (B)  a  product  seller  with  respect 
to  all  aspects  of  a  product  (or  component 
part  of  a  product)  which  are  created  or  af- 
fected when,  before  placing  the  product  in 
the  stream  of  commerce,  the  product  seller 
produces,  creates,  makes,  or  constructs  and 
designs  or  formulates,  or  has  engaged  an- 
other person  to  design  or  formulate,  an 
aspect  of  a  product  (or  component  part  of  a 
product)  made  by  another;  or  (C)  any  prod- 
uct seller  not  described  in  clause  (B)  which 
holds  itself  out  as  a  manufacturer  to  the 
user  of  a  product; 

(11)  "net  economic  loss",  in  accordance 
with  subsection  (b)  of  this  section,  in- 
cludes— 

(A)  reasonable  expenses  incurred  for  rea- 
sonably needed  and  used  medical  and  reha- 
bilitation care  and  services: 

(B)  lost  income  from  work  which  the 
claimant  would  have  performed  if  the  claim- 
ant had  not  suffered  harm,  reduced  by  any 
income  earned  from  substitute  work  actual- 
ly performed  by  the  claimant  or  by  income 
the  claimant  would  have  earned  in  available 
appropriate  work  which  the  claimant  was 
capable  of  performing  but  unreasonably 
failed  to  undertake; 

(C)  reasonable  expenses  incurred  in  ob- 
taining ordinary  and  necessary  services  in 
lieu  of  those  the  claimant  would  have  per- 
formed, not  for  income,  but  for  the  benefit 
of  the  claimant  or  the  claimant's  immediate 
family,  if  the  claimant  had  not  suffered  the 
harm; 

(D)  lost  earnings  of  a  deceased  person  who 
suffered  fatal  harm  caused  by  a  product 
which,  if  the  person  had  not  died,  would 
have  been  contributed  to  claimants  who  are 
entitled  to  receive  benefits  by  reason  of 
such  person's  death  under  the  law  of  the 
place  where  the  deceased  person  was  domi- 
ciled: and 
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(E)  reasonable  expenses  incurred  by  the 
claimant  in  preparation  and  submission  of 
an  offer  of  settlement  or  a  response  pursu- 
ant to  section  201  of  this  Act.  or  in  resolving 
a  dispute  pursuant  to  section  202  of  this 
Act,  including  a  reasonable  attorney's  fee. 
less  the  total  amount  of  collateral  benefits 
paid  or  payable  to  the  claimant  by  reason  of 
the  same  harm; 

(12)  "noneconomic  loss"  means  loss  caused 
by  a  product  other  than  economic  loss  or 
commercial  loss: 

(13)  "person  ■  means  any  individual,  corpo- 
ration, company,  association,  firm,  partner- 
ship, society,  joint  stock  company,  or  any 
other  entity  (including  any  governmental 
entity): 

(14)  "preponderance  of  the  evidence"  is 
that  measure  or  degree  of  proof  which,  by 
the  weight,  credit,  and  value  of  the  aggre- 
gate evidence  on  either  side,  establishes  that 
it  is  more  probable  than  not  that  a  fact  oc- 
curred or  did  not  occur: 

(15)  "product"  means  any  object,  sub- 
stance, mixture,  or  raw  material  in  a  gase- 
ous, liquid  or  solid  state  (A)  which  is  capable 
of  delivery  itself  or  as  an  assembled  whole, 
in  a  mixed  or  combined  state  or  as  a  compo- 
nent part  or  ingredient;  (B)  which  is  pro- 
duced for  introduction  into  trade  or  com- 
merce: (C)  which  has  intrinsic  economic 
value;  and  (D)  which  is  intended  for  sale  or 
lease  to  persons  for  commercial  or  personal 
use:  the  term  does  not  include  human 
tissue,  blood  and  blood  products,  or  organs 
unless  specifically  recognized  as  a  product 
pursuant  to  State  law; 

(16)  "product  seller"  means  a  person  who, 
in  the  course  of  a  business  conducted  for 
that  purpose,  sells,  distributes,  leases,  pre- 
pares, blends,  packages,  labels,  or  otherwise 
is  involved  in  placing  a  product  in  the 
stream  of  commerce,  or  who  installs,  repairs 
or  maintains  the  harm-causing  aspect  of  a 
product:  the  term  does  not  include— 

(A)  a  seller  or  lessor  of  real  property; 

(B)  a  provider  of  professional  services  in 
any  case  in  which  the  sale  or  use  of  a  prod- 
uct is  incidental  to  the  transaction  and  the 
essence  of  the  transaction  is  the  furnishing 
of  judgment,  skill,  or  services;  or 

(C)  any  person  who— 

(i)  acts  in  only  a  financial  capacity  with 
respect  to  the  sale  of  a  product;  and 

(ii)  leases  a  product  under  a  lease  arrange- 
ment in  which  the  selection,  possession, 
maintenance,  and  operation  of  the  product 
are  controlled  by  a  person  other  than  the 
lessor:  and 

(17)  "State"  means  any  State  of  the 
United  States,  the  District  of  Columbia,  the 
Commonwealth  of  Puerto  Rico,  the  Virgin 
Islands,  Guam,  American  Samoa,  the  North- 
ern Mariana  Islands,  the  Trust  Territory  of 
the  Pacific  Islands,  and  any  other  territory 
or  possession  of  the  United  States,  or  any 
political  subdivision  thereof. 

(bMl)  The  lost  income  taken  into  account 
under  subsection  (a)(ll)(B)  of  this  section 
shall  be  reduced  by  the  amount  of  all  Feder- 
al, State,  and  local  income  taxes  and  any 
Social  Security  or  other  payroll  taxes  which 
would  be  applicable  to  such  income,  but 
which  would  not  be  applicable  to  compensa- 
tion paid  under  this  Act. 

(2)  Where  harm  occurs  in  circumstances 
that  might  entitle  a  claimant  to  benefits  (in- 
cluding workers'  compensation  benefits) 
which  would  reduce  the  amount  of  the 
claimant's  net  economic  loss  in  accordance 
with  subsection  (aMU)  of  this  section  and  it 
cannot  reasonably,  within  any  reasonable 
extension  of  such  time,  be  determined 
whether  or  in  what  amount  such  benefits 


will  be  payable,  the  defendant  shall  place  in 
an  interest-bearing  escrow  account  that  por- 
tion of  the  economic  loss  which  the  defend- 
ant reasonably  anticipates  the  claimant  will 
receive  from  collateral  sources,  until  the 
claimant's  right  to  such  benefits  and  the 
amount  of  such  benefits  finally  has  been  de- 
termined under  applicable  law. 

(3)(A)  The  total  amount  of  compensation 
for  economic  loss  paid  or  payable  to  a  claim- 
ant from  any  other  source  shall,  for  pur- 
poses of  subsection  (aXll)  of  this  section,  be 
reduced  by  the  amount  of  legal  fees  and 
other  costs  incurred  by  the  claimant  in  col- 
lecting such  compensation. 

(B)  Attorney  s  fees  may  be  on  a  contin- 
gent basis  but,  for  the  purposes  of  subsec- 
tion (a)(ll)  of  this  section,  shall  be  calculat- 
ed solely  on  the  basis  of  an  hourly  rate 
which  should  not  exceed  that  which  is  con- 
sidered acceptable  in  the  community  in 
which  the  attorney  practices,  considering 
the  attorney's  qualifications  and  experience 
and  the  complexity  of  the  case. 

(4)  Except  as  otherwise  provided  by  any 
provision  of  Federal  law,  no  program  of 
compensation,  whether  public  or  private, 
the  benefits  of  which  would  be  deducted 
from  a  claimant's  economic  loss  in  order  to 
calculate  net  economic  loss  under  subsection 
(aMU)  of  this  section,  may  make  payment 
of  benefits  secondary  to  payment  of  net  eco- 
nomic loss  by  a  defendant  under  this  Act. 

PREEMPTION 

Sec.  103.  (a)  This  Act  governs  any  civil 
action  brought  against  a  manufacturer  or 
product  seller,  on  any  theory,  for  harm 
caused  by  a  product.  A  civil  action  brought 
against  a  manufacturer  or  product  seller  for 
loss  or  damage  to  a  product  itself  or  for 
commercial  loss  is  not  subject  to  this  Act 
and  shall  be  governed  by  applicable  com- 
mercial or  contract  law. 

(b)  This  Act  supersedes  any  State  law  re- 
garding recovery  for  harm  caused  by  a  prod- 
uct only  to  the  extent  that  this  Act  estab- 
lishes a  rule  of  law  applicable  to  any  such 
recovery.  Any  issue  arising  under  this  Act 
that  is  not  governed  by  any  such  rule  of  law 
shall  be  governed  by  applicable  State  or 
Federal  law. 

(c)  Nothing  this  Act  shall  be  construed 
to— 

(1)  waive  or  affect  any  defense  of  sover- 
eign immunity  asserted  by  any  State  under 
any  provision  of  law", 

(2)  supersede  any  Federal  law,  except  the 
Federal  Employees  Compensation  Act; 

(3)  waive  or  affect  any  defense  of  sover- 
eign immunity  asserted  by  the  United 
States: 

(4)  affect  the  applicability  of  any  provi- 
sion of  the  Foreign  Sovereign  Immunities 
Act  of  1976  (28  U.S.C.  1602  et  seq.): 

(5)  preempt  State  choice-of-law  rules  with 
respect  to  claims  brought  by  a  foreign 
nation  or  a  citizen  of  a  foreign  nation: 

(6)  except  as  provided  in  section  309  of 
this  Act.  affect  the  right  of  any  court  to 
transfer  venue  or  to  apply  the  law  of  a  for- 
eign nation  or  to  dismiss  a  claim  of  a  foreign 
nation  or  of  a  citizen  of  a  foreign  nation  on 
the  ground  of  inconvenient  forum:  or 

(7)  supersede  any  statutory  or  common 
law.  including  an  action  to  abate  a  nuisance, 
that  authorizes  a  State  or  person  to  insti- 
tute an  action  for  civil  damages  or  civil  pen- 
alties, cleanup  costs,  injunctions,  restitu- 
tion, cost  recovery,  punitive  damages,  or  any 
other  form  of  relief  resulting  from  contami- 
nation or  pollution  of  the  envirormient,  or 
the  threat  of  such  contamination  or  pollu- 
tion. 


(d)  As  used  in  this  section,  "environment" 
has  the  meaning  given  to  such  term  in  sec- 
tion 101(14)  of  the  Comprehensive  Environ- 
mental Response,  Compensation,  and  Liabil- 
ity Act  of  1980  (42  U.S.C.  9601(14)). 

(e)  This  Act  shall  be  construed  and  ap- 
plied after  consideration  of  its  legislative 
history  to  promote  uniformity  of  law  in  the 
various  jurisdictions. 

JURISDICTION  OF  FEDERAL  COURTS 

Sec  104.  The  district  courts  of  the  United 
States  shall  not  have  jurisdiction  over  any 
civil  action  pursuant  to  this  Act.  based  on 
section  1331  or  1337  of  title  28,  United 
States.  Code. 

EFFECTIVE  DATE 

Sec  105.  (a)  This  Act  shall  take  effect 
ninety  days  after  the  date  of  its  enactment 
and  shall  apply  to  all  civil  actions  pursuant 
to  this  Act  commenced  on  or  after  such 
date,  including  any  action  in  which  the 
harm  or  the  conduct  which  caused  the  harm 
occurred  before  the  effective  date  of  this 
Act. 

(b)  If  any  provision  of  this  Act  would 
shorten  the  period  during  which  a  manufac- 
turer or  product  seller  would  otherwise  be 
exposed  to  liability,  the  claimant  may.  not- 
withstanding the  otherwise  applicable  time 
period,  bring  any  civil  action  pursuant  to 
this  Act  within  one  year  after  the  effective 
date  of  this  Act. 

Title  II 

EXPEDITED  PRODUCT  LIABILITY  SETTLEMENTS 

Sec  201.  (a)  Any  claimant  may  bring  a 
civil  action  for  damages  against  a  person  for 
harm  caused  by  a  product  pursuant  to  appli- 
cable State  law.  except  to  the  extent  such 
law  is  superseded  by  this  title. 

(b)  Any  claimant  may.  in  addition  to  any 
claim  for  relief  made  in  accordance  with 
State  law.  include  in  such  claimant's  com- 
plaint an  offer  of  settlement  for  a  specific 
dollar  amount. 

(c)  The  defendant  may  make  an  offer  of 
settlement  for  a  specific  dollar  amount 
within  60  days  after  service  of  the  claim- 
ant's complaint  or  within  the  time  permit- 
ted pursuant  to  State  law  for  a  responsive 
pleading,  whichever  is  longer,  except  that  if 
such  pleading  includes  a  motion  to  dismiss 
in  accordance  with  applicable  law,  the  de- 
fendant may  tender  such  relief  to  the  claim- 
ant within  10  days  after  the  court's  determi- 
nation regarding  such  motion. 

(d)  In  any  case  in  which  an  offer  of  settle- 
ment is  made  pursuant  to  subsection  (b)  or 
(c)  of  this  section,  the  court  may,  upon 
motion  made  prior  to  the  expiration  of  the 
applicable  period  for  response,  enter  an 
order  extending  such  period.  Any  such 
order  shall  contain  a  schedule  for  discovery 
of  evidence  material  to  the  issue  of  the  ap- 
propriate amount  of  relief,  and  shall  not 
extend  such  period  for  more  than  60  days. 
Any  such  motion  shall  be  accompanied  by  a 
supporting  affidavit  of  the  moving  party 
setting  forth  the  reasons  why  such  exten- 
sion is  necessary  to  promote  the  interests  of 
justice  and  stating  that  the  information 
likely  to  be  discovered  is  material,  and  is 
not,  after  reasonable  inquiry,  otherwise 
available  to  the  moving  party. 

(e)  If  the  defendant,  as  offeree,  does  not 
accept  the  offer  of  settlement  made  by  a 
claimant  in  accordance  with  subsection  (b) 
of  this  section  within  the  time  permitted 
pursuant  to  State  law  for  a  responsive 
pleading  or,  if  such  pleading  includes  a 
motion  to  dismiss  in  accordance  with  appli- 
cable law,  within  30  days  after  the  court's 
determination  regarding  such  motion,  and  a 
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verdict  is  entered  in  such  action  equal  to  or 
greater  than  the  specific  dollar  amount  of 
such  offer  of  settlement,  the  court  shall 
enter  judgment  against  the  defendant  and 
shall  include  in  such  judgment  an  amount 
for  the  claimant's  reasonable  attorney's  fees 
and  costs.  Such  fees  shall  be  offset  against 
any  fees  owed  by  the  claimant  to  the  claim- 
ant's attorney  by  reason  of  the  verdict. 

<f)  If  the  claimant,  as  offeree,  does  not 
accept  the  offer  of  settlement  made  by  a  de- 
fendant in  accordance  with  subsection  (c)  of 
this  section  within  30  days  after  the  date  on 
which  such  offer  is  made  and  a  verdict  is  en- 
tered in  such  action  equal  to  or  less  than 
the  specific  dollar  amount  of  such  offer  of 
settlement,  the  court  shall  reduce  the 
amount  of  the  verdict  in  such  action  by  an 
amount  equal  to  the  reasonable  attorney's 
fees  and  costs  owed  by  the  defendant  to  the 
defendant's  attorney  by  reason  of  the  ver- 
dict, except  that  the  amount  of  such  reduc- 
tion shall  not  exceed  that  portion  of  the 
verdict  which  is  allocable  to  non-economic 
loss  and  economic  loss  for  which  the  claim- 
ant has  received  or  will  receive  collateral 
benefits. 

(g)  For  purposes  of  this  section,  attorney's 
fees  shall  be  calculated  on  the  basis  of  an 
hourly  rate  which  should  not  exceed  that 
which  is  considered  acceptable  in  the  com- 
munity in  which  the  attorney  practices,  con- 
sidering the  attorney's  qualifications  and 
experience  and  the  complexity  of  the  case. 

ALTERNATIVE  DISPUTE  RESOLUTION  PROCEDURES 

Sec  202.  (a)  In  lieu  of  or  in  addition  to 
making  an  offer  of  settlement  under  section 
201  of  this  title,  a  claimant  or  defendant 
may,  within  the  time  permitted  for  the 
making  of  such  an  offer  under  section  201 
of  this  title,  offer  to  proceed  pursuant  to 
any  voluntary  alternative  dispute  resolution 
procedure  established  or  recognized  under 
the  law  of  the  State  in  which  the  civil 
action  for  damages  for  harm  caused  by  a 
product  is  brought  or  under  the  rules  of  the 
court  in  which  such  action  is  maintained. 

(b)  If  the  offeree  refuses  to  proceed  pursu- 
ant to  such  alternative  dispute  resolution 
procedure  and  the  court  determines  that 
such  refusal  was  unreasonable  or  not  in 
good  faith,  the  court  shall  assess  reasonable 
attorney's  fees  and  costs  against  the  offeree, 
in  accordance  with  the  provisions  regarding 
such  fees  and  costs  in  section  305  of  this 
Act. 

(c)  For  the  purposes  of  this  section,  there 
shall  be  created  a  rebuttable  presumption 
that  a  refusal  by  an  offeree  to  proceed  pur- 
suant to  such  alternative  dispute  resolution 
procedure  was  unreasonable  or  not  in  good 
faith,  if  a  verdict  is  rendered  in  favor  of  the 
offeror. 

Title  III 

CIVIL  ACTIONS 

Sec.  301.  a  person  seeking  to  recover  for 
harm  caused  by  a  product  may  bring  a  civil 
action  against  the  product's  manufacturer 
or  product  seller  pursuant  to  applicable 
State  or  Federal  law,  except  to  the  extent 
such  law  is  superseded  by  this  Act. 

UNIFORM  STANDARDS  OF  PRODUCT  SELLER 
LIABILITY 

Sec  302.  (a)  Notwithstanding  the  provi- 
sions of  section  301  of  this  title,  in  any  civil 
action  for  harm  caused  by  a  product,  a  prod- 
uct seller  other  than  a  manufacturer  is 
liable  to  a  claimant,  only  if  the  claimant  es- 
tablishes by  a  preponderance  of  the  evi- 
dence that— 

(1)(A)  the  individual  product  unit  which 
allegedly  caused  the  harm  complained  of 
was  sold  by  the  defendant;  (B)  the  product 


seller  failed  to  exercise  reasonable  care  with 
respect  to  the  product;  and  (C)  such  failure 
to  exercise  reasonable  care  was  a  proximate 
cause  of  the  claimant's  harm;  or 

(2)(A)  the  product  seller  made  an  express 
warranty,  independent  of  any  express  war- 
ranty made  by  a  manufacturer  as  to  the 
same  product:  (B)  the  product  failed  to  con- 
form to  the  warranty;  and  (C)  the  failure  of 
the  product  to  conform  to  the  warranty 
caused  the  claimant's  harm. 

(b)(1)  In  determining  whether  a  product 
seller  is  subject  to  liability  under  subsection 
(a)(1)  of  this  section,  the  trier  of  fact  may 
consider  the  effect  of  the  conduct  of  the 
product  seller  with  respect  to  the  construc- 
tion, inspection,  or  condition  of  the  product, 
and  any  failure  of  the  product  seller  to  pass 
on  adequate  warnings  or  instructions  from 
the  product's  manufacturer  about  the  dan- 
gers and  proper  use  of  the  product. 

(2)  A  product  seller  shall  not  be  liable  in  a 
civil  action  subject  to  this  title  based  upon 
an  alleged  failure  to  provide  warnings  or  in- 
structions 'unless  the  claimant  establishes 
that,  when  the  product  left  the  possession 
and  control  of  the  product  seller,  the  prod- 
uct seller  failed— 

(A)  to  provide  to  the  person  to  whom  the 
product  seller  relinquished  possession  and 
control  of  the  product  any  pamphlets,  book- 
lets, labels,  inserts,  or  other  written  warn- 
ings or  instructions  received  while  the  prod- 
uct was  in  the  product  seller's  possession 
and  control;  or 

(B)  to  make  reasonable  efforts  to  provide 
users  with  those  warnings  and  instructions 
which  it  received  after  the  product  left  its 
possession  and  control. 

(3)  A  product  seller  shall  not  be  liable  in  a 
civil  action  subject  to  this  title  except  for 
breach  of  express  warranty  where  there  was 
no  reasonable  opportunity  to  inspect  the 
product  in  a  manner  which  would  or  should, 
in  the  exercise  of  reasonable  care,  have  re- 
vealed the  aspect  of  the  product  which  al- 
legedly caused  the  claimant's  harm. 

(c)  A  product  seller  shall  be  treated  as  the 
manufacturer  of  a  product  and  shall  be 
liable  for  harm  to  the  claimant  caused  by  a 
product  as  if  it  were  the  manufacturer  of 
the  product  if— 

( 1 )  the  manufacturer  is  not  subject  to 
service  of  process  under  the  laws  of  any 
State  in  which  the  action  might  have  been 
brought;  or 

(2)  the  court  determines  that  the  claimant 
would  be  unable  to  enforce  a  judgment 
against  the  manufacturer. 

UNIFORM  STANDARDS  FOR  AWARD  OF  PUNITIVE 
DAMAGES 

Sec  303.  (a)  Punitive  damages  may,  if  oth- 
erwise permitted  by  applicable  law,  be 
awarded  in  any  civil  action  subject  to  this 
title  to  any  claimant  who  establishes  by 
clear  and  convincing  evidence  that  the  harm 
suffered  was  the  result  of  conduct  manifest- 
ing a  manufacturer's  or  product  seller's  con- 
scious, flagrant  indifference  to  the  safety  of 
those  persons  who  might  be  harmed  by  a 
product.  A  failure  to  exercise  reasonable 
care  in  choosing  among  alternative  product 
designs,  formulations,  instructions  or  warn- 
ings is  not  of  itself  such  conduct.  Except  as 
provided  in  subsection  (b)  of  this  section, 
punitive  damages  may  not  be  awarded  in 
the  absence  of  a  compensatory  award. 

(b)  In  any  civil  action  in  which  the  alleged 
harm  to  the  claimant  is  death  and  the  appli- 
cable State  law  provides,  or  has  been  con- 
strued to  provide,  for  damages  only  punitive 
in  nature,  a  defendant  may  be  liable  for  any 
such  damages  regardless  of  whether  a  claim 
is  asserted  under  this  section.  The  recovery 


of  any  such  damages  shall  not  bar  a  claim 
under  this  section. 

(c)(1)  Punitive  damages  shall  not  be 
awarded  pursuant  to  this  section  against  a 
manufacturer  or  product  seller  which 
caused  the  claimant's  harm  where- 

(A)  the  drug  (as  defined  in  section 
201(g)(1)  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act  (21  U.S.C.  321(g)(1))  or  medi- 
cal device  (as  defined  under  section  201(h) 
of  the  Federal  Food,  Drug,  and  Cosmetic 
Act  (21  U.S.C.  321(h))  was  subject  to  pre- 
market  approval  by  the  Food  and  Drug  Ad- 
ministration with  respect  to  the  safety  of 
the  formulation  or  performance  of  the 
aspect  of  such  drug  or  device  which  caused 
the  claimant's  harm  or  the  adequacy  of  the 
packaging  or  labeling  of  such  drug  or  device, 
and  such  drug  was  approved  by  the  Food 
and  Drug  Administration;  or 

(B)  the  drug  is  generally  recognized  as 
safe  and  effective  pursuant  to  conditions  es- 
tablished by  the  Food  and  Drug  Administra- 
tion and  applicable  regulations,  including 
packaging  and  labeling  regulations. 

The  provisions  of  this  paragraph  shall  not 
apply  in  any  case  in  which  the  defendant 
withheld  from  or  misrepresented  to  the 
Food  and  Drug  Administration  or  any  other 
agency  or  official  of  the  Federal  Govern- 
ment information  that  is  material  and  rele- 
vant to  the  performance  of  such  drug  or 
device. 

(2)  Punitive  damages  shall  not  be  awarded 
pursuant  to  this  section  against  a  manofac- 
turer  of  an  aircraft  which  caused  the  claim- 
ant's harm  where— 

(A)  such  aircraft  was  subject  to  pre- 
market  certification  by  the  Federal  Aviation 
Administration  with  respect  to  the  safety  of 
the  design  or  performance  of  the  aspect  of 
such  aircraft  which  caused  the  claimant's 
harm  or  the  adequacy  of  the  warnings  re- 
garding the  operation  or  maintenance  of 
such  aircraft:  and 

(B)  the  aircraft  was  certified  by  the  Feder- 
al Aviation  Administration  under  the  Feder- 
al Aviation  Act  of  1958  (49  App.  U.S.C.  1301 
etseq.). 

The  provisions  of  this  paragraph  shall  not 
apply  in  any  case  in  which  the  defendant 
withheld  from  or  misrepresented  to  the 
Federal  Aviation  Administration  informa- 
tion that  is  material  and  relevant  to  the  per- 
formance or  the  maintenance  or  operation 
of  such  aircraft. 

UNIFORM  TIME  LIMITATIONS  ON  LIABILITY 

Sec  304.  (a)  Any  civil  action  subject  to 
this  title  shall  be  barred  unless  the  com- 
plaint is  filed  within  two  years  of  the  time 
the  claimant  discovered  or,  in  the  exercise 
of  reasonable  care,  should  have  discovered 
the  harm  and  its  cause,  except  that  any 
such  action  of  a  person  under  legal  disabil- 
ity may  be  filed  within  two  years  after  the 
disability  ceases.  If  the  commencement  of 
such  an  action  is  stayed  or  enjoined,  the 
running  of  the  statute  of  limitations  under 
this  section  shall  be  suspended  for  the 
period  of  the  stay  or  injunction. 

(b)(1)  Any  civil  action  subject  to  this  title 
shall  be  barred  if  a  product  which  is  a  cap- 
ital good  is  alleged  to  have  caused  harm 
which  is  not  a  toxic  harm  unless  the  com- 
plaint is  served  and  filed  within  twenty-five 
years  after  the  time  of  delivery  of  the  prod- 
uct. 

(2)(A)  With  respect  to  any  good  other 
than  a  capital  good,  a  manufacturer  or 
product  seller  shall  not  be  subject  to  liabil- 
ity to  a  claimant  for  harm  caused  by  a  prod- 
uct in  any  civil  action  subject  to  this  title  if 
the  manufacturer  proves,  by  a  preponder- 
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ance  of  the  evidence,  that  the  harm  was 
caused  after  the  product's  useful  safe  life. 

(B)  A  manufacturer  or  product  seller  may 
be  subject  to  liability  for  harm  caused  by  a 
product  after  its  useful  safe  life  if— 

(i)  the  manufacturer  has  warranted  that 
the  product  can  be  utilized  safely  for  a  time 
longer  than  the  useful  safe  life: 

(ii)  the  manufacturer  intentionally  mis- 
represents facts  al»out  the  product  or  inten- 
tionally conceals  information  about  the 
product  and  that  concealment  was  the  prox- 
imate cause  of  the  claimant's  harm;  or 

(iii)  the  harm  was  caused  by  exposure  to  a 
product,  which  exposure  first  occurred 
within  the  useful  safe  life  of  the  product, 
even  though  the  harm  did  not  manifest 
itself  until  after  such  useful  safe  life. 

(C)  In  any  civil  action  brought  pursuant 
to  this  paragraph,  there  is  a  presumption 
that  the  harm  was  caused  after  the  useful 
safe  life  of  the  product  if  the  harm  was 
caused  more  than  ten  years  after  the  time 
of  delivery  of  the  product.  Such  presump- 
tion may  be  rebutted  by  a  preponderance  of 
the  evidence. 

(3)  A  motor  vehicle,  vessel,  aircraft,  or 
railroad  used  primarily  to  transport  passen- 
gers for  hire  shall  not  be  subject  to  the  pro- 
visions of  this  subsection, 

(4)  As  used  in  this  subsection— 

(A)  the  term  'time  of  delivery  "  means  the 
time  when  a  product  is  delivered  to  its  first 
purchaser  or  lessee  who  was  not  involved  in 
the  business  of  manufacturing  or  selling 
such  product  or  using  it  as  a  component 
part  of  another  product  to  be  sold:  and 

(B)  a  product's  "useful  safe  life  "  begins  at 
the  time  of  the  first  use  of  the  product  fol- 
lowing delivery  and  extends  for  the  time 
during  which  the  product  would  normally 
be  likely  to  perform  or  be  stored,  or  both,  in 
a  safe  manner. 

(c)  As  used  in  this  section,  the  term— 

(1)  "capital  good"  means  any  product,  or 
any  component  of  any  such  product,  which 
is  of  a  character  subject  to  allowance  for  de- 
preciation under  the  Internal  Revenue  Code 
of  1954,  and  which  was— 

(A)  used  in  a  trade  or  business; 

(B)  held  for  the  production  of  income:  or 

(C)  sold  or  donated  to  a  governmental  or 
private  entity  for  the  production  of  goods, 
for  training,  for  demonstration,  or  other 
similar  purposes:  and 

(2)  "toxic  harm"  means  harm  which  is 
functional  impairment,  illness,  or  death  of  a 
human  being  resulting  from  exposure  to  an 
object,  sul)stance,  mixture,  raw  material  or 
physical  agent  of  particular  chemical  com- 
position. 

(d)  Nothing  in  this  section  shall  affect  the 
right  of  any  person  who  is  subject  to  liabil- 
ity for  harm  under  this  Act  to  seek  and 
obtain  contribution  or  indemnity  from  any 
other  person  who  is  responsible  for  such 
harm. 

COUNSEL'S  LIABILITY  FOR  EXCESSIVE  COSTS 

Sec.  305.  (a)  In  the  case  of  any  civil  action 
subject  to  this  title,  any  attorney  or  other 
person  who  is  admitted  to  conduct  cases  in 
any  court  of  the  State  in  which  such  civil 
action  is  pending  and  whose  conduct  in  the 
course  of  such  action  is  calculated  to  delay 
resolution  of  the  action,  or  who  is  deter- 
mined by  the  court  (after  consideration  of 
the  circumstances)  not  to  be  in  good  faith, 
shall  be  subject  to  pecuniary  sanctions  to  be 
imposed  by  the  court.  Any  such  sanction 
shall  be  equal  to  an  amount  not  less  than 
the  total  amount  of  court  costs,  fees,  and 
expenses  (including  attorney's  fees)  reason- 
ably attributable  to  the  conduct. 


(b)(1)  Notwithstanding  any  other  provi- 
sion of  law,  if  the  court  finds  that  an  attor- 
ney representing  either  a  claimant  or  a  de- 
fendant in  a  civil  action  subject  to  this  title 
acted  in  the  manner  prescribed  in  para- 
graph (2)  of  this  subsection,  such  attorney 
shall  be  liable  for  costs,  fees,  and  expenses, 
including  attorney's  fees  reasonably  in- 
curred to  respond  to.  proceed  with,  or  resist 
such  action. 

(2)  Any  such  attorney  shall  be  liable  as 
specified  in  paragraph  ( 1 )  of  this  subsection 
if  the  court  finds  that  such  attorney  com- 
menced a  civil  action  subject  to  this  title  or 
maintained  a  defense  in  such  an  action 
without  a  good  faith  belief  by  such  attorney 
that  there  was  a  reasonable  basis  in  law  and 
in  fact  for  the  recovery  of  the  damages  (in- 
cluding punitive  damages,  if  pleaded)  or  for 
such  defense. 

(3)  The  provisions  of  paragraph  (1)  of  this 
subsection  shall  not  apply  if  a  claim  for  pu- 
nitive damages  is  withdrawn  at  least  thirty 
days  prior  to  the  commencement  of  trial. 

(c)  Nothing  in  this  section  shall  be  con- 
strued to  subject  an  attorney  to  sanctions 
for  pursuing  a  novel  but  credible  theory  of 
law  or  defense. 

RECORD  RETENTION 

Sec  306.  (a)  Any  claimant  and  any  person 
who  is  a  party  to  a  civil  action  subject  to 
this  title  who  anticipates  bringing  such  an 
action,  or  who  has  notice  that  he  or  she 
may  be  made  a  party  to  such  an  action, 
shall  retain  all  material,  documents  and 
other  data  (including,  in  the  case  of  the 
claimant,  the  product  alleged  to  have 
caused  the  claimant's  harm)  within  such 
person's  possession,  custody  or  control  that 
are  relevant  or  may  lead  to  the  discovery  of 
evidence  relevant  to  the  claim  or  action. 

(b)  In  any  civil  action  subject  to  this  title, 
if  the  court  determines  that  a  party  has 
willfully  disposed  of.  destroyed,  concealed, 
altered  or  removed  any  material,  document 
or  data  in  violation  of  subsection  (a)  of  this 
section  or  any  State  or  Federal  rule,  regula- 
tion or  statute  requiring  the  retention  of 
such  material,  document  or  data,  there  shall 
be  a  rebuttable  presumption  that  the  facts 
to  which  the  material,  document  or  data 
relate  are  established  in  a  manner  adverse 
to  the  position  of  the  party  who  has  com- 
mitted the  violation.  The  court  shall  assess 
a  civil  penalty  against  such  party  in  an  ap- 
propriate amount  not  less  than  $1,000  and 
order  such  party  to  pay  the  other  party's 
costs,  including  reasonable  attorney's  fees, 
incurred  in  proving  the  violation, 

(c)  In  any  other  civil  action  subject  to  this 
title,  in  which  the  court  determines  that  a 
party  has  nonwillfully  violated  subsection 
(a)  of  this  section  or  any  State  or  Federal 
rule,  regulation  or  statute  requiring  the  re- 
tention of  such  material,  document  or  data, 
and  that  no  other  means  are  available  to  es- 
tablish the  facts  to  which  the  unavailable 
material,  document  or  data  relate,  the  court 
may.  in  the  interest  of  justice,  establish  a 
rebuttable  presumption  that  the  facts  to 
which  the  material,  document  or  data  relate 
are.  for  the  purposes  of  such  action,  estab- 
lished in  a  manner  adverse  to  the  party  who 
has  committed  the  violation, 

UNIFORM  STANDARDS  FOR  OFFSET  OF  WORKERS' 
COMPENSATION  BENEFITS 

Sec.  307.  (a)  In  any  civil  action  subject  to 
this  title  in  which  damages  are  sought  for 
harm  for  which  the  person  injured  is  or 
would  have  been  entitled  to  receive  compen- 
sation under  any  State  or  Federal  workers' 
compensation  law.  any  damages  awarded 
shall  be  reduced  by  the  sum  of  the  amount 


paid  as  workers'  compensation  benefits  for 
such  harm  and  the  present  value  of  all 
workers'  compensation  benefits  to  which 
the  employee  is  or  would  be  entitled  for 
such  harm.  The  determination  of  workers' 
compensation  benefits  by  the  trier  of  fact  in 
a  civil  action  subject  to  this  title  shall  have 
no  binding  effect  on  and  shall  not  be  used  as 
evidence  in  any  other  proceeding. 

(b).In  any  civil  action  subject  to  this  title 
in  which  damages  are  sought  for  harm  for 
which  the  person  injured  is  entitled  to  re- 
ceive compensation  under  any  State  or  Fed- 
eral workers'  compensation  law,  the  action 
shall,  on  application  of  the  claimant  made 
at  claimant's  sole  discretion,  be  stayed  until 
such  time  as  the  full  amount  payable  as 
workers'  compensation  benefits  has  been  fi- 
nally determined  under  such  workers'  com- 
pensation law. 

(c)(1)  Except  as  provided  in  paragraph  (2) 
of  this  subsection,  unless  the  manufacturer 
or  product  seller  has  expressly  agreed  to  in- 
demnify or  hold  an  employer  harmless  for 
harm  to  an  employee  caused  by  a  product, 
neither  the  employer  nor  the  workers'  com- 
pensation insurance  carrier  of  the  employer 
shall  have  a  right  of  subrogation,  contribu- 
tion, or  implied  indemnity  against  the  man- 
ufacturer or  product  seller  or  a  lien  against 
the  claimant's  recovery  from  the  manufac- 
turer or  product  seller  if  the  harm  is  one  for 
which  a  civil  action  for  harm  caused  by  a 
product  may  l>e  brought  pursuant  to  this 
Act. 

(2)  Paragraph  (I)  of  this  subsection  shall 
not  apply  to  any  civil  action  involving  work- 
places covered  by  a  State-operated  worker's 
compensation  insurance  fund,  if  the  State 
had  adopted,  prior  to  June  3,  1986.  a  statute 
eliminating  workers'  compensation  subroga- 
tion liens  in  cases  where  the  claimant's  em- 
ployer or  coemployee  has  been  found  to  be 
at  fault. 

(d)  In  any  civil  action  subject  to  this  title 
in  which  damages  are  sought  for  harm  for 
which  the  person  injured  is  or  would  have 
been  entitled  to  receive  compensation  under 
any  State  or  Federal  workers'  compensation 
law.  no  third-party  tortfeasor  may  maintain 
any  action  for  implied  indemnity  or  contri- 
bution against  the  employer,  any  coem- 
ployee or  the  exclusive  representative  of  the 
person  who  was  injured. 

(e)  Nothing  in  this  Act  shall  be  construed 
to  affect  any  provision  of  a  State  or  Federal 
workers'  compensation  law  which  prohibits 
a  person  who  is  or  would  have  been  entitled 
to  receive  compensation  under  any  such  law. 
or  any  other  person  whose  claim  is  or  would 
have  been  derivative  from  such  a  claim, 
from  recovering  for  harm  caused  by  a  prod- 
uct in  any  action  other  than  a  workers'  com- 
pensation claim  against  a  present  or  former 
employer  or  workers'  compensation  insurer 
of  the  employer,  any  coemployee  or  the  ex- 
clusive representative  of  the  person  who 
was  injured.  Any  action  other  than  such  a 
workers'  compensation  claim  shall  be  pro- 
hibited, except  that  nothing  in  this  Act 
shall  be  construed  to  affect  any  State  or 
Federal  workers'  compensation  law  which 
permits  recovery  based  on  a  claim  of  an  in- 
tentional tort  by  the  employer  or  coem- 
ployee, where  the  claimant's  harm  was 
caused  by  such  an  intentional  tort, 

(f)  Without  regard  to  when  the  harm 
giving  rise  to  the  claim  occurred,  the  provi- 
sions of  this  section  shall  not  apply  to  any 
person  subject  to  or  covered  by  the  Long- 
shore and  Harbor  Workers'  Compensation 
Act  (33  U.S,C,  901  et  seq,). 
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SEVERAL  LIABILITY  FOR  NONECONOMIC  DAMAGES 

Sec.  308.  (a)  In  any  product  liability 
action,  the  liability  of  each  defendant  for 
noneconomic  damages  shall  be  several  only 
and  shall  not  be  joint.  Each  defendant  shall 
be  liable  only  for  the  amount  of  noneco- 
nomic damages  allocated  to  such  defendant 
in  direct  proportion  to  such  defendant's  per-' 
centage  of  responsibility  as  determined 
under  subsection  (b)  of  this  section.  A  sepa- 
rate judgment  shall  be  rendered  against 
such  defendant  for  that  amount. 

(b)  For  purposes  of  this  section,  the  trier 
of  fact  shall  determine  the  proportion  of  re- 
sponsibility of  each  party  for  the  claimant's 
harm. 

(c)  As  used  in  this  section,  the  term— 

(1)  "noneconomic  damages"  means  subjec- 
tive, nonmonetary  losses  including,  but  not 
limited  to,  pain,  suffering,  inconvenience, 
mental  suffering,  emotional  distress,  loss  of 
society  and  companionship,  loss  of  consorti- 
um, injury  to  reputation  and  humiliation: 
the  term  does  not  include  objectively  verifi- 
able monetary  losses  including,  but  not  lim- 
ited to,  medical  expenses,  loss  of  earnings, 
burial  costs,  loss  of  use  of  property,  costs  of 
repair  or  replacement,  costs  of  obtaining 
substitute  domestic  services,  rehabilitation 
and  training  expenses,  loss  of  employment 
or  loss  of  business  or  employment  opportu- 
nities: and 

(2)  "product  liability  action"  includes  any 
action  involving  a  claim,  third-party  claim, 
cross-claim,  counterclaim  or  contribution 
claim  in  a  civil  action  in  which  a  manufac- 
turer or  product  seller  is  found  liable  for 
harm  caused  by  a  product. 

FORUM  NON  CONVENIENS 

Sec.  309.  Any  court  in  which  an  action 
subject  to  this  title  is  commenced  shall  de- 
cline to  exercise  jurisdiction  over  such 
action  if  the  court  determines  that  the  con- 
venience of  the  parties  and  the  interests  of 
justice  dictate  that  the  action  should  pro- 
ceed in  another  State  or  foreign  jurisdiction 
or  that  the  plaintiff  has  taken  up  residence 
in  the  State  in  which  the  court  in  located 
principally  for  the  purpose  of  invoking  the 
jurisdiction  of  such  court  with  respect  to 
such  action.  In  any  such  action  maintained 
by  a  citizen  of  a  foreign  jurisdiction  which 
arises  out  of  a  transaction  which  occurred  in 
a  foreign  jurisdiction,  there  is  created  a  pre- 
sumption, rebuttable  by  clear  and  convinc- 
ing evidence,  that  the  action  should  proceed 
in  a  foreign  jurisdiction. 

ADMISSIBLE  EVIDENCE 

Sec.  310.  (a)(1)  All  relevant  evidence  is  ad- 
missible in  any  civil  action  brought  pursu- 
ant to  this  Act,  except  as  otherwise  provided 
by  the  Constitution  of  the  United  States, 
Act  of  Congress,  or  any  other  rule  pre- 
scribed by  the  Supreme  Court  of  the  United 
States  pursuant  to  statutory  authority,  or, 
with  respect  to  any  action  based  on  section 
1332  of  title  28.  United  States  Code,  by  the 
Federal  Rules  of  Evidence.  Evidence  which 
is  not  relevant  is  not  admissible  in  any  such 
action. 

(2)  Evidence  which  is  relevent  may  be  ex- 
cluded in  any  civil  action  brought  pursuant 
to  this  Act  if — 

(A)  its  probative  value  is  substantially  out- 
weighed by  the  danger  of  unfair  prejudice, 
confusion  of  the  issues,  or  misleading  the 
jury,  or  by  considerations  of  undue  delay, 
waste  of  time,  or  needless  presentation  of 
cumulative  evidence: 

(B)  such  evidence  is  inadmissible  hearsay 
under  applicable  State  law:  or 

(C)  the  privilege  of  a  witness,  person,  gov- 
ernment, or  State  under  applicable  State 


law  provides  for  the  exclusion  of  such  evi- 
dence. 

(3)  As  used  in  this  subsection,  the  term 
"relevant  evidence"  means  evidence  having 
any  tendency  to  make  the  existence  of  any 
fact  that  is  of  consequence  to  the  determi- 
nation of  the  action  more  probable  or  less 
probable  than  it  would  be  without  such  evi- 
dence. 

(b)  Evidence  of  measures  taken  after  an 
event,  which  if  taken  previously  would  have 
made  the  event  less  likely  to  occur,  is  not 
admissible  to  prove  liability  in  any  action 
subject  to  this  title,  in  connection  with  the 
event.  This  section  does  not  require  the  ex- 
clusion of  evidence  of  subsequent  measures 
when  offered  for  another  purpose,  such  as 
proving  ownership,  control,  or  feasibility  of 
precautionary  measures,  if  controverted,  or 
impeachment. 

defenses  involving  INTOXICATING  ALCOHOL 
OR  DRUGS 

Sec.  311.  (a)  In  any  civil  action  subject  to 
this  Act  in  which  all  defendants  are  manu- 
facturers or  product  sellers,  a  manufacturer 
or  product  seller  may  assert  in  complete  de- 
fense of  such  action  that  the  claimant  was 
under  the  influence  of  intoxicating  alcohol 
or  any  drug  and  that  such  condition  was 
more  than  50  per  centum  responsible  for 
such  claimant's  harm. 

(b)  In  any  civil  action  subject  to  this  Act 
in  which  not  all  defendants  are  manufactur- 
ers or  product  sellers  and  the  trier  of  fact 
determines  that  no  liability  exists  against 
those  defendants  who  are  not  manufactur- 
ers or  product  sellers,  the  court  shall  enter  a 
judgment  notwithstanding  the  verdict  in 
favor  of  any  defendant  which  is  a  manufac- 
turer or  product  seller  if  it  is  proved  that 
the  claimant  was  under  the  influence  of  in- 
toxicating alcohol  or  any  drug  and  that 
such  condition  was  more  than  50  per 
centum  responsible  for  such  claimant's 
harm. 

(c)(1)  For  purposes  of  this  section,  the  de- 
termination of  whether  a  person  was  under 
the  influence  of  intoxicating  alcohol  shall 
be  made  pursuant  to  applicable  State  law. 

(2)   As   used    in    this   section,    the    term 
"drug "    means    any    non-over-the-counter 
drug  which  has  not  been  prescribed  by  a 
physician  for  use  by  the  claimant. 
Title  IV 

PRODUCT  liability  INSURANCE  REPORTING 

Sec.  401.  (a)  The  Secretary  of  Commerce 
(hereinafter  referred  to  as  "the  Secretary  ") 
shall  provide  to  the  Congress  before  June  30 
of  each  year  after  the  date  of  enactment  of 
this  Act  a  repwrt  analyzing  the  impact  of 
this  Act  on  insurers  which  issue  product  li- 
ability insurance  either  separately  or  in  con- 
junction with  other  insurance:  and  on  self- 
insurers,  captive  insurers  and  risk  retention 
groups. 

(b)  To  carry  out  the  purposes  of  this  sec- 
tion, the  Secretary  shall  collect  from  each 
insurer  all  data  considered  necessary  by  the 
Secretary  to  present  and  analyze  fully  the 
impact  of  this  Act  on  such  insurers. 

(c)  Within  one  hundred  and  twenty  days 
after  the  date  of  enactment  of  this  Act,  the 
Secretary  shall  issue  such  regulations  as 
may  be  necessary  to  implement  the  pur- 
poses, and  carry  out  the  provisions,  of  this 
section.  Such  regulations  shall  be  promul- 
gated in  accordance  with  section  553  of  title 
5.  United  States  Code.  Such  regulations 
shall- 

(1)  require  the  reporting  of  information 
sufficiently  comprehensive  to  make  possible 
a  full  evaluation  of  the  impact  of  this  Act 
on  such  insurers: 


(2)  specify  the  information  to  be  provided 
by  such  insurers  and  the  format  of  such  in- 
formation, taking  into  account  methods  to 
minimize  the  paperwork  and  cost  burdens 
on  such  insurers  and  the  Federal  Govern- 
ment: and 

(3)  provide,  to  the  maximum  extent  prac- 
ticable, that  such  information  is  obtained 
from  existing  sources,  including,  but  not 
limited  to.  State  insurance  commissioners, 
recognized  insurance  statistical  agencies, 
the  Administrative  Office  of  the  United 
States  Courts  and  the  National  Center  for 
State  Courts. 


INDIAN  GAMING  REGULATORY 
ACT 


PELL  (AND  CHAFEE) 
AMENDMENT  NO.  2869 

(Ordered  to  lie  on  the  table.) 

Mr.  PELL  (for  himself  and  Mr. 
Chafee)  submitted  an  amendment  in- 
tended to  be  proposed  by  them  to  the 
bill  (H.R.  1920)  to  establish  Federal 
standarcis  and  regulations  for  the  con- 
duct of  gaining  activities  on  Indian 
reservations  and  lands  and  for  other 
purposes;  as  follows: 

Mr.  PELL.  Mr.  President,  I  am  intro- 
ducing on  behalf  of  myself  and  my  col- 
league, the  junior  Senator  from  Rhode 
Island  [Mr.  Chafee)  an  amendment  to 
H.R.  1920,  the  Indian  Gaming  Regula- 
tory Act.  I  ask  that  it  be  ordered  print- 
ed and  held  at  the  table. 

At  the  end  of  section  4.  add  the  following 
new  subsection:  Nothing  in  this  Act  may  be 
construed  to  permit  gaming  activities, 
except  to  the  extent  permitted  under  the 
laws  of  the  State  of  Rhode  Island,  on  lands 
acquired  by  the  Narragansett  Indian  Tribe 
under  the  Rhode  Island  Indian  Claims  Set- 
tlement Act  (Public  Law  95-395).  or  on  any 
lands  which  such  tribe  may  acquire  after 
the  date  of  enactment  of  this  Act. 


NOTICES  OF  HEARINGS 

SENATE  IMPEACHMENT  TRIAL  COMMITTEE 

Mr.  MATHIAS.  Mr.  President.  I 
wish  to  announce  that  the  Senate  Im- 
peaching Trial  Committee,  appointed 
upon  the  adoption  of  Senate  Resolu- 
tion 481,  pursuant  to  rule  XI  of  the 
Rules  of  Procedure  and  Practice  in  the 
Senate  When  Sitting  on  Impeachment 
Trials,  will  meet  in  the  Caucus  Room 
of  the  Russell  Senate  Office  Building 
(SR-325)  on  Monday,  September  22, 
1986,  at  9  a.m.,  to  continue  to  receive 
evidence  and  take  testimony  in  the  im- 
peachment trial  of  the  Honorable 
Harry  E.  Claiborne. 

For  further  information  concerning 
this  meeting,  please  contact  Tony 
Harvey  or  Byron  Hoover  of  the  Senate 
Impeachment  Trial  Committee  staff 
at  X40291. 
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ADDITIONAL  STATEMENTS 


FEDERAL  AID  HIGHWAY  ACT  OF 
1986 

•  Mr.  HEINZ.  Mr.  President,  I  want  to 
take  a  few  minutes  to  speak  about  the 
highway  reauthorization  bill  we  may 
be  considering  this  week  on  the  floor. 
Let  me  say  at  the  outset  that  I  believe 
that  it  is  vital  that  the  Congress  pass 
this  legislation  to  provide  4  more  years 
of  funding  for  our  Nation's  highway 
and  mass  transit  system. 

I  would  also  like  to  voice  my  strong 
opposition  to  Senator  Symhs'  amend- 
ment regarding  use  of  the  mass  transit 
penny  for  highway  purposes.  This 
amendment  is  ill-conceived  and  would 
cause  severe  damage  to  our  Nation's 
transportation  system.  I  would  want  to 
stress  to  my  colleagues  that  I  would  be 
unwilling  to  enter  into  any  time  or 
unanimous-consent  agreement  that 
would  permit  this  amendment  to  be 
offered. 

First,  this  amendment  reflects  a 
complete  disregard  for  mass  transit 
needs  in  this  Nation,  which  are  glar- 
ing. It  also  reflects  a  disregard  for  our 
national  transportation  system,  which 
includes  mass  transit  as  well  as  high- 
ways. In  many  of  our  major  cities, 
mass  transit  systems  provide  an  essen- 
tial means  of  transportation  for  mil- 
lions of  citizens  every  day. 

My  distinguished  colleague  from 
Idaho  has  argued  that  mass  transit  is 
a  local  need  and  a  local  responsibility, 
and  that  completion  and  maintenance 
of  our  Interstate  Highway  System  is  a 
national  responsibility.  Accordingly, 
he  argues  that  his  amendment  pro- 
motes national  needs  over  local  needs. 

I  must  say.  Mr.  President,  that  I  dis- 
agree strongly  with  such  an  interpre- 
tation. First  of  all,  mass  transit  serves 
the  transportation  needs  of  millions  of 
American  citizens.  Nine  out  of  every 
ten  people  in  the  United  States  have 
access  to  mass  transit.  Last  year,  our 
transit  systems  carried  8  billion 
riders— that  is  34  trips  per  year  for 
every  American  citizen. 

According  to  the  Senator  from 
Idaho,  mass  transit,  which  is  available 
to  more  than  200  million  Americans,  is 
not  a  national  priority.  If  this  is  true, 
Mr.  President,  I  would  have  to  ask 
what  is  a  national  priority?  Further- 
more, he  argues  that  the  Congress 
should  distribute  mass  transit  moneys 
based  solely  on  the  basis  of  geography. 
I  believe  that  this  viewpoint  has  dan- 
gerous implications  for  our  national 
policymaking  process. 

Let  me  give  a  few  examples.  Last 
year,  after  much  debate  and  contro- 
versy, the  Congress  enacted  a  compre- 
hensive farm  bill.  According  to  the 
U.S.  Department  of  Agriculture,  ap- 
proximately 2.8  million  farmers, 
slightly  more  than  1  percent  of  the 
Nation's  population,  will  participate  in 
our  various  farm  programs  this  year. 


These  programs  will  cost  a  total  of  $31 
billion,  more  than  $1,500  for  each  par- 
ticipant. Mass  transit  assistance, 
which  is  available  to  90  percent  of  our 
Nation's  population,  will  cost  the  Fed- 
eral Government  approximately  $3  bil- 
lion this  year,  about  $15  for  every 
person  who  can  use  this  service. 

Perhaps  we  should  distribute  farm 
program  funds  on  a  geographically  eq- 
uitable basis.  Let  us  see  how  that 
works  for  the  Wheat  Program.  The 
USDA  estimates  that  this  year,  7,000 
farmers  in  Idaho  and  2,700  farmers  in 
Pennsylvania  will  participate  in  the 
Wheat  Program.  Idaho  has  more  than 
twice  as  many  participants  as  Pennsyl- 
vania. But  Idaho's  population  is  less 
than  one-tenth  as  large  as  that  of 
Pennsylvania.  Based  on  geographic 
equity,  if  2,700  wheat  farmers  in  Penn- 
sylvania are  in  the  program,  we  should 
only  permit  250  Idaho  farmers  to  par- 
ticipate, without  regard  to  the  condi- 
tion of  our  agricultural  economy. 

Let  us  now  turn  to  the  Defense  De- 
partment. The  Southern  and  Western 
regions  of  this  country  have  56  per- 
cent of  the  Nation's  population.  Yet 
they  have  67  percent  of  our  military 
bases,  and  more  than  80  percent  of  our 
Nation's  2.3  million  military  employ- 
ees. To  achieve  geographic  equity  in 
the  distribution  of  military  personnel, 
we  would  have  to  transfer  600,000  mili- 
tary employees  out  of  the  South  and 
West,  irrespective  of  the  impact  that 
this  might  have  on  our  national  securi- 
ty. 

My  point,  Mr.  President,  is  simply 
this.  We  must  make  decisions  to  create 
and  provide  funding  for  Government 
programs  based  on  national  needs. 
Wheat  price  supports,  the  placement 
of  military  bases,  and  mass  transit  sys- 
tems are  each  national  responsibilities 
that  deserve  a  national  response.  They 
may  not  be  distributed  simply  so  that 
all  Americans  and  all  American  com- 
munities, regardless  of  need,  receive 
the  same  amount  of  each  type  of  Fed- 
eral funds. 

Having  said  this,  Mr.  President,  I 
would  like  to  take  a  few  minutes  to 
discuss  the  importance  of  mass  transit. 
Mass  transit  is  a  vital  component  of 
the  transportation  network.  It  enables 
millions  of  people  to  get  to  work,  to 
schools,  to  hospitals.  Many  of  these 
people,  I  would  add,  are  elderly,  handi- 
capped, or  poor.  For  them,  mass  tran- 
sit is  the  only  means  of  transportation. 

In  my  State  of  Pennsylvania,  mass 
transit  plays  a  very  important  role.  It 
carries  485  million  riders  per  year,  58 
million  of  whom  are  senior  citizens. 
Mass  transit  also  supports  about 
70.000  jobs.  Many  of  these  jobs  are  in 
areas  of  my  State  that  have  not 
shared  in  our  national  economic  recov- 
ery, like  Johnstown,  Erie,  Altoona,  and 
Allentown. 

Investment  in  mass  transit  systems 
also  produces  many  benefits  for  those 
in  my  State  and  other  States  who  do 


not  use  its  services  regularly.  It  re- 
lieves wear  and  tear  on  our  interstate 
highways  and  reduces  pollution  and 
traffic  congestion.  These  benefits  are 
enjoyed  both  by  residents  of  cities  as 
well  as  people  from  across  the  Nation 
who  must  travel  on  highways  through 
cities  to  engage  in  interstate  commerce 
that  is  such  an  important  national  pri- 
ority. 

During  the  transit  strike  this  past 
spring  in  Philadelphia,  the  chamber  of 
commerce  estimated  that  the  city  lost 
$2  million  per  day  in  higher  absentee- 
ism and  lost  retail  sales.  These  losses, 
which  would  certainly  recur  if  the 
Symms  amendment  became  law,  were 
felt  by  many  who  do  not  use  mass 
transit  services— shopkeepers,  motor- 
ists that  commute  to  work  from  the 
suburbs,  schoolchildren,  and  many 
others. 

Mr.  President,  by  effectively  elimi- 
nating mass  transit  and  all  of  its  vari- 
ous benefits,  this  amendment  is  short- 
sighted. In  the  short  term,  this  amend- 
ment will  provide  more  highway  funds 
for  smaller  States.  At  the  same  time,  it 
will  dramatically  increase  highway 
needs  in  larger  States  that  rely  heavily 
on  mass  transit.  Under  this  amend- 
ment, the  9  billion  transit  trips  per 
year  I  mentioned  earlier  will  eventual- 
ly become  9  billion  more  trips  on  the 
Nation's  roads.  As  a  result,  we  will 
have  to  spend  more  of  our  gas  tax 
moneys  restoring  and  building  roads  in 
Pennsylvania  and  other  transit-de- 
pendent States  to  accommodate  these 
vast  increases  in  usage.  In  the  not  too 
distant  future,  this  amendment  will 
probably  cause  a  redistribution  of 
highway  moneys  away  from  the  small- 
er States  into  my  State  and  others  as 
transit  systems  collapse  and  highway 
needs  increase. 

Mr.  President,  the  notion  that  mass 
transit  is  an  important  component  of 
our  Nation's  transportation  system  is 
not  a  new  one.  The  Congress  recog- 
nized this  need  when  it  enacted  the 
Surface  Transportation  Assistance  Act 
of  1982,  which  required  that  1-cent  of 
the  5-cent  increase  in  the  gas  tax  be 
dedicated  for  mass  transit  purposes.  I 
would  add  that  the  amendment  before 
us  today  breaks  the  spirit  of  coopera- 
tion that  enabled  the  Congress  to 
enact  the  5-cent-a-gallon  increase.  My 
colleagues  will  remember  well  that  the 
Senate  would  not  have  passed  the  in- 
crease without  support  from  Members 
of  this  body  that  had  significant  tran- 
sit needs  in  their  States. 

Let  me  turn  now  to  the  other  major 
argument  that  has  been  made  by  the 
proponents  of  this  amendment— that 
an  85-percent  minimum  return  would 
guarantee  equity  in  the  distribution  of 
gas  tax  moneys.  According  to  the 
chart  that  the  distinguished  Senator 
from  Idaho  has  produced,  his  amend- 
ment would  provide  additional  Federal 
funds  to  a  great  majority  of  States  at 
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a  large  expense  to  a  few  States,  my 
own  included.  This  amendment  is 
based  on  the  premise  that  States 
should  receive  funding  roughly  on  the 
basis  of  their  contribution  to  the  high- 
way trust  fund. 

I  believe  that  this  argument  is  mi 
leading.  Many  of  the  States  that 
would  receive  additional  funds  under 
the  Symms  amendment  already  re- 
ceive highway  funds  that  greatly 
exceed  their  contributions  to  the  trust 
fund  through  gas  tax  receipts.  Eleven 
of  these  States  would  receive  more 
than  $1.50  in  highway  moneys  under 
this  highway  bill  for  each  dollar  they 
contributed  in  gas  tax  contributions. 

The  Symms  amendment  would  pro- 
vide a  windfall  to  States  that  already 
receive  more  than  their  fair  share  of 
Federal  highway  funds.  Under  the 
proposed  Senate  highway  bill,  Alaska 
will  receive  $4.95  in  highway  funds  for 
each  dollar  it  contributes  in  gas  taxes. 
Hawaii  will  receive  $4.88.  The  State  of 
Idaho  does  not  fare  quite  as  well.  It 
will  only  receive  $1.88  for  each  dollar 
it  contributes.  That,  Mr.  President,  is 
highway  robbery. 

In  order  to  achieve  a  fairer  distribu- 
tion of  highway  moneys,  I  may  offer 
an  amendment  to  limit  each  State's 
funding  to  150  percent  of  their  contri- 
butions. Under  this  amendment,  as 
shown  by  a  chart  I  submitted  in  last 
Friday's  Record,  39  States  would  bene- 
fit at  great  expense  to  11  States. 

Many  would  likely  argue  that  impos- 
ing a  cap  is  inconsistent  with  the 
intent  of  our  highway  program— to 
provide  funding  based  on  State  needs, 
not  their  contribution.  That  is  exactly 
the  point  we  are  trying  to  make  with 
respect  to  the  mass  transit  amend- 
ment. 

Mr.  President,  I  want  to  stress  that 
it  is  not  my  desire,  nor  the  desire  of 
others  who  oppose  the  Symms  amend- 
ment, to  delay  progress  on  the  high- 
way reauthorization  bill.  All  of  us 
have  a  stake  in  this  legislation.  For 
that  reason,  I  would  be  pleased  to 
enter  into  any  time  or  unanimous-con- 
sent agreement  that  would  speed  our 
consideration  of  this  bill,  provided  it 
would  not  include  the  Symms  amend- 
ment. 

I  would  just  add  that  the  Banking 
Committee,  which  has  jurisdiction 
over  mass  transit  matters,  is  preparing 
legislation  to  extend  our  Federal  tran- 
sit programs  for  4  years  at  a  funding 
level  consistent  with  the  budget  reso- 
lution. As  in  previous  years,  and  as  in 
the  House-passed  authorization  bill,  it 
is  our  intent  to  offer  this  legislation  as 
a  title  to  the  highway  bill.  The  Symms 
amendment  is  clearly  at  odds  with  this 
committee  effort. 

It  is  in  everyone's  interest  to  pass 
the  highway  bill.  In  doing  so.  I  and 
others  believe  that  we  should  be  gov- 
erned by  the  principle  that  we  spend 
funds  where  they  are  needed  most  by 
our  constituents  and  by  the  citizens 


and  businesses  of  this  Nation.  Those 
needs  include  mass  transit  systems  as 
well  as  interstate  highways.  It  is  my 
hon)?*Chat  we  can  pass  this  bill  without 
tb^  damaging  amendment.  I  would 
jjertainly  be  willing  to  enter  into  an 
Agreement  with  by  friend  from  Idaho 
under  which  he  would  refrain  from  of- 
fering his  transit  amendment  and  I 
would  withhold  my  highway  formula 
amendment.  Such  an  agreement  would 
be  true  to  long-held  principles  that 
Federal  funds  should  be  spent  in  areas 
where  they  are  needed  most.  If  such 
an  agreement  is  not  possible,  we  may 
have  to  debate  the  amendment  at 
some  length. 

Mr.  President.  I  urge  my  colleagues 
to  oppose  the  Symms  amendment,  and 
to  work  with  us  to  pass  this  important 
highway  legislation.* 
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BUDGET  SCOREKEEPING 
REPORT 

•  Mr.  DOMENICI.  Mr.  President,  I 
hereby  submit  to  the  Senate  the 
budget  scorekeeping  report  for  this 
week,  prepared  by  the  Congressional 
Budget  Office  in  response  to  section 
308(b)  of  the  Congressional  Budget 
Act  of  1974,  as  amended.  This  report 
also  serves  as  the  scorekeeping  report 
for  the  purposes  of  section  311  of  the 
Budget  Act. 

The  report  follows: 

U.S.  Congress. 
Congressional  Budget  Office, 
Washington,  DC.  September  22,  1986. 
Hon.  Pete  V.  Domenici, 
Chairman,  Committee  on  the  Budget,   U.S. 
Senate,  Washington,  DC. 

Dear  Mr.  Chairman:  The  attached  report 
shows  the  effects  of  Congressional  action  on 
the  budget  for  fiscal  years  1986  and  1987. 
The  estimated  totals  of  budget  authority, 
outlays,  and  revenues  for  each  fiscal  year 
are  compared  to  the  appropriate  or  recom- 
mended levels  contained  in  the  most  recent 
budget  resolutions.  Senate  Concurrent  Res- 
olution 32  for  fiscal  year  1986,  and  Senate 
Concurrent  Resolution  120  for  fiscal  year 
1987.  This  report  meets  the  requirements 
for  Senate  scorekeeping  of  section  5  of 
Senate  Concurrent  Resolution  32  and  is  cur- 
rent through  September  19.  1986.  The 
report  is  submitted  under  section  308(b)  and 
in  aid  of  section  311  of  the  Congressional 
Budget  Act,  as  amended. 

Since  my  last  report,  Congress  has  cleared 
for  the  President's  signature  S.  1963.  con- 
veying certain  lands  in  Socorro  County,  NM. 

With  best  wishes. 
Sincerely. 

Rudolph  G.  Penner. 
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Current 
level  ' 


Budget 

resolution  S 

Con  Res 

32 


Current  level 
resolution 


Budget  aclhonly 

Outlays 

Revenues  

Debl  subiect  to  limit 


1.053.0 
9800 
7785 

2,0956 


1.069  7 

9676 

795  7 

»  2.078  7 


-16  7 
124 

-17  2 
169 


Cuirenl 
level' 

Budget 

resolution  S 

Con  Res 

120 

Current  level 

f /- 

resakitan 

Budget  authority 

Outlays                

636.3 

737  3 

8456 

2.0956 

204 

331 

1.0934 
9950 
852  4 
2  2.3228 
346 
1008 

-4571 
257  7 

-68 

Debt  subiecl  to  limjl 

-227  2 
-141 

Guaranteed  loan  commitments 

-67  7 

I  The  current  level  represents  the  estimated  revenue  and  direct  spending 
effects  (budget  authority  and  outlays)  ol  all  legislation  llul  Congress  has 
enacted  m  this  or  pievioiis  sessions  oi  sent  to  the  Presidenl  tot  hs  antMl. 
In  addition  estimates  are  included  ol  the  direct  spendng  cHkIs  he  ai 
entitlement  or  othei  programs  requmng  annual  appro|)nations  indei  aneU  Iwi 
even  lIxHigh  the  appcopnations  have  not  been  made  Ttie  current  level  ol  deU 
subject  to  limit  reflects  the  latest  US  Treasury  information  on  puNic  debt 
transactions 
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[In  millions  of  doilsrsi 


Budget 
authority 


Outlays 


Revenues 


I  Enacted  n  ptevnus  sessions 

Revenues  

Permanent       anirapriatians 

and  trust  funds  773.461 

Other  appropriations  525.778 

Offsetting  receipts  - 188.561 

Total  enacted  in  previous 
sessions  1060.679 

II  fnacIeC  this  session 

Commodity  Credit  Corpora- 
lion  Urgent  Supple.Tiental 
to)ropriation.  1986 

(Public  Law  99-243)       . 

Federal  [mployees  Benefits 
Improvement  Act  ol  1986 
(Public  Law  99-251)      ., 

VA  Home  Loan  Guarantee 
Amendments  (Public  Law 
99  255)  _.- 

Omnibus  Budget  Recondia- 
lion  Act  of  1985  {Pittc 
La*  99-272)  -4.259 

Department  of  Agnculture 
Urgent  Supplemental. 
1986  (PuWc  La*  99- 
263)  . — - 

Advance  to  Hazardous  Sub- 
stance Response  Trust 
fund  (Public  La*  99- 
2/0)  - 

FHA  and  GNMA  Credit  Com- 
mitment Assistance  Ad 
(Public  Law  99-289) 

Federal  Employees  (Wit- 
ment  Acl  ol  1986  (PuUc 
Law  99-335) 

Temporary  Extension  ol  Cer- 
tain Housint  PrMrams 
(Public  Law  99-345)     

Military  Relirement  Reform 
Acl  (Public  law  99-348)  -?5 

Urgent  Supplemental  Appro- 
priations 1986  (Public 
Law  99-349)  -3.5« 

Panama  Canal  Commission 
Authorizing  Act  (PuUic 
Law  99-368) 18_ 

Total  -7,773 

III  Continuing  resolution  authority — 

IV  Conference  agreements  ratified 

by  both  Houses  - 

V  Fntitlement  authority  and  ottier 
mandatory  items  requiring  fur- 
ttiet  appropriation  xtnn 

Compact  of  free  association  3 


777.794 


629,772 

544,957 
-188.561 


986159 


777.794 


4 

-51 

-6,001 


765 


-3n 


-90 


-304 


475 

16 


-6.240 


675 
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I  In  millions  ol  dollars  | 


Budget 
aullMtity 

Outlays 

Revenues 

f^m-Ml  bmfils  (Fcdeoi  em- 

14 
100 

13;) 

14 
75 

(37) 

Fjfnly  social  scfvices 

PijWiwI  10  cwl  s«w«  re- 

wWKflt  '                 

Total  wtitlemCTts     

118 

93 

Total  curmi  le««<  as  ol 

Sept  19  1986 

19K  DudMl  resoliitioii  (S.  Con 
Res  32)                    

1,053.024 
1.069.700 

980.012 
967.600 

778.469 
795.700 

AlKiuil  itmaimng 

0«e>  Culgel  tesoltitni     

Unto  tmilgel  resotulnn 

16,676 

12,412 

117.231 

'  Intertunl  transactions  ilo  not  add  to  budget  lolais 
Note  —Numbers  may  not  add  due  to  roundn; 
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I  In  millions  at  doilarsl 


Budget 
Mttwity 


Outlays 


Revenues 


I    Enacted  m  prevous  sessdns 
Revenues 
Petmanent       anxovtiatoB 

and  trust  funds     ._ 

Oltw  aWKOcdations  

OHsetting  receipts 

Total  enacted  m  previous 
sessions 

H  Enacted  tins  session 

Federal   Envtoyees  Benefits 

hnprovement  Act  o<  1986 

(Pu«c  1*1199-251) 
Teclmcal  Coneclnns 

Amends  to  Food  Security 

Ad  (PuNic  Lao  99-253) 
VA   Home   Loan   Guarantee 

Amendments  iPuUic  Law 

99-2551 
Food  Security  Imoroveitienis 

Act  of  1986  (Public  Law 

99-260) 
WlMe     Eartb     Reservation 

Land  Settlement  Act  ot 

1985  (Pubic  Law  99- 
264) 

Consolidated  OmnOus  Budget 
Reconciliation     Act     ol 

1986  (Public  Law  99- 
272) 

FHA  and  GNMA  Credit  Com 
mitmeni  AssKlance  Act 
(PuWc  Law  99-289)    , 

Federal  Employees  Retire- 
ment System  Act  ot  1986 
(PuWcUw  99-335) 

Judicial  Ifflptovements  Act 
(PuHk  law  99-336) 

Temporaiy  E«;ens«n  of  Cer 
tarn  UTtiSinj  Fijgiams 
(PublK  Law  9^-345) 

Militafy  Retnemenl  flelotm 
Act  (PubK  L»  99-348 

Uigeni  Supplemental  Appr;- 
piiations  1986  (PvOlic 
Uw  99-349) 

Panama  Canal  Commission 
AutlWfOTg  Act  tPuDM 
Law  99-3M) 

Omntus  Diplomatic  Security 
and  AntiTetroiism  Attadi 
Act  (Pubk  Law  99-399) 

CMdren  s  Justice  and  Assist- 
ace  Act  (Pittc  U» 
99-«l) 

Total  enacted  Itiis  sesson 

W  Continwng  resolution  auttnrily  . 

IV  Conference  agreements  ratified 
by  both  Houses  Socnro  County 
Land  Conveyance  (S  1963) 


843,799 


733,558 


- 163,823 


647,692 

195.861 

- 163,823 


569.735         679.730 


843.799 


115 


155 


150 
2 


2 

50 

4S 

-115 

10 

-3.553 
-178 
-1.670 


2,503 


-666 


-47 
-278 


1 

10 


-85 

146 

-914 
2 
1 


-362 


-6.254 


1.837 
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|tn  millions  of  doilarsl 


Budget 
aullwrity 


Outlays 


Revenues 


V  fntitlemeni  aullwrity  and  other 
mandatory  items  requiring  lur- 
ttier  approprialion  action 

Payment  to  the  CIA  retire- 
ment fund 

Claims,  defense  

Payment  to  the  foreign  stiv- 
ice  retirement  tnsi 
fund '  

Range  improvements 

BLM  Miscellaneous  tiusi 
fund 

Compact  of  tree  association 

Administration  of  territories 

Payments  to  air  carriers, 
DOT 

Retired  pay— Coast  Guard 

Maritime,  opeiating-differen- 
lial  subsidies       

8IA  Miscellaneous  tnst 
funds  

Social  services  block  grant 

Family  social  services 

Guaranteed  student  loans 

Higfiei  education  facilities 
loans  and  insurance 

Government  payment  lor  an- 
nuitants 

Retirement  pay  lor  PHS  offi- 
cers          

Medicaid 

Medical  facilities  guarantee 
and  loan  fund 

Payments  to  liealtfi  care 
trust  funds ' 

Special  milk  progiam 

Cliild  nulrilion  programs 

Federal  unemployment  bene- 
fits and  allowances 

Advances  lo  unemployment 
tiusi  fund  - 

Special  benefits  (general  le- 
tiiemenl  and  Federal  em- 
ployee retirement) 

Black  lung  disability  trust 
fund 

Supplemental  security  income 

Special  benefits  tor  disabled 
coal  miners  

Assistance  payments 

Chik)  support  enforcement 

Payments  to  social  security 
trust  funds  - 

Veterans  insurance  and  in- 
demnities 

Veterans  readiustment  bene- 
fits 

Veterans  compensation 

Veterans  pensions 

Veterans  burial  benefits 

Sa'ares  of  judges         

Fees  and  expenses  ot  wit- 
nesses   

Compensation  it  the  fttsi- 
dent 

Payment  to  civil  service  re- 
liiemeni  trust  fund  ' 

National  wMife  refuge  fund 

Military  pay  raises  and  bene 
fits 

Total  enlittemenls 

Total  current  level  as 
ol    Stptember    19, 

1986 

1987  budget  resolution  (S  Con 
Res  120) 

Amount  remaining 
Over  budget  resolution 
Under  budget  resolution 


126 
156 


(173) 
10 

(■) 
42 
35 

32 
370 


I 

2,700 

758 

3,219 

19 

1.459 

83 
19.595 

20 

(20.826) 

16 

4.212 

103 

(9) 

257 

549 
7.846 

698 

7.350 

599 

15011 

5 

750 

10.300 

3.684 

138 

104 

46 

(•) 

(4,557) 
6 


126 
150 


(173) 
7 

(') 
42 
30 

30 
341 

297 

1 

2.538 

584 

2.580 


1.301 

81 
19.241 

19 

(20.826) 

11 

3.791 

102 

(9) 

257 

549 
7.846 

638 

7,350 

583 

(501) 

4 

723 

9,360 

3,385 

138 

103 

37 

(•) 

(4.557) 
6 


1,566 

1.539 

66,855 

63.793 

636.227 
1.093.350 

737.267 
995.000 

845.636 
852.400 

457,123    257.733 


6.764 


'  less  than  $500  thousand 

2  Inlerfund  transactions  do  not  add  to  budget  totals 

Note  —Numbers  may  not  add  due  to  rounding 


DEATH  OF  DAVID  WINSTON 

•  Mr.  HATCH.  Mr.  President,  it  is 
with  great  sadness  that  I  speak  today 
about  the  tragic  death  11  days  ago  of 
David  Winston.  He  was  one  of  the 
truly  great  Senate  staff  directors,  as 
well  as  an  influential  advisor  and  con- 


fidant to  F»resident  Reagan,  three  suc- 
cessive Secretaries  of  the  Department 
of  Health  and  Human  Services,  and  to 
innumerable  Senators  and  Congress- 
men. His  death  is  a  personal  loss  to  me 
and  a  great  loss  to  our  country.  My 
heart  goes  out  to  his  family  in  this 
time  of  sorrow. 

David  and  I  arrived  in  Washington, 
DC,  about  the  same  time:  I,  as  a  fresh- 
man Senator  sitting  on  the  Labor  and 
Human  Resources  Committee,  and  he, 
as  the  chief  committee  staffer  for  our 
senior  committee  Republican,  Senator 
Richard  Schweiker.  I  was  impressed 
immediately,  not  only  by  his  remarka- 
ble effectiveness,  but  also  by  his  open- 
ness, honesty,  and  character,  even 
when  the  adversity  was  greatest.  He 
created  a  presence,  even  a  moral  au- 
thority, that  commanded  attention  to 
innovative  ideas. 

During  the  years  1977  to  1981,  David 
and  I  had  regular  and  frequent  con- 
tact, and  my  admiration  for  him  grew 
larger.  I  was  not  alone  in  this— over 
these  years  he  became  highly  respect- 
ed in  Washington  and  throughout  the 
Nation  for  his  professionalism,  his  pro- 
ficiency, his  graciousness,  and,  most  of 
all,  his  integrity.  In  short,  he  was  the 
very  model  of  staff  leadership  that  is 
so  integral  to  congressional  policymak- 
ing. 

I  recently  remarked  to  my  friend, 
HHS  Secretary  Otis  Bowen,  that 
David  Winston  was  a  "symphony  of 
professionalism."  He  brought  together 
a  consummate  knowledge  of  health 
policy  with  a  rare  political  intuition 
which  was  stunning  in  its  mastery. 
One  might  even  say  that  he  showed 
both  Members  and  staff,  and  adminis- 
tration leaders,  too,  that  there  was  an 
American  way,  both  fair  and  effective, 
to  conduct  our  Nation's  political  busi- 
ness. 

Everybody  liked  dealing  with  David, 
whether  they  were  majority  or  minori- 
ty. Senate  or  House,  or  on  either  side 
of  an  issue.  It  is  not  surprising,  there- 
fore, that  David  Winston  probably  had 
more  frientis,  well-wishers,  and  fans 
than  practically  anyone  I  know  in 
Washington.  People  flocked  to  him  for 
his  vision  and  for  his  willingness  to 
share  his  insights. .  In  this  regard,  he 
was  ever  willing  to  be  an  advisor,  even 
to  the  point  of  his  own  inconvenience. 
And  he  was  a  very  good  teacher.  It  is 
fitting  then  that  David's  family  and 
friends  are  establishing  a  foundation 
in  his  memory  which  will  focus  on  pro- 
viding opportunities  for  students  to 
learn  more  about  congressional  affairs 
and  health  policy  development. 

While  I  knew  and  respected  David 
Winston  as  a  professional,  I  also  ap- 
preciated him  as  a  human  being  and 
shared  insights  with  him  as  a  religious 
man.  I  feel  confident  that  he  died  as 
he  lived,  at  peace  with  God.  He  also 
lives  on  strongly  in  the  memories  of 
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EARLY  YEARS  OP  OUR 
REPUBLIC 

•  Mr.  INOUYE.  Mr.  President,  I  wish 
to  bring  to  the  attention  of  my  col- 
leagues a  most  informative  study  of 
public  planning  policy  in  the  early  his- 
tory of  our  Republic.  Its  thesis  is  that 
our  Founding  Fathers  envisioned  a  na- 
tional government  that  possessed  a 
strong  determination  to  use  national 
power  and  resources  for  national  pur- 
poses with  positive  long-term  goals. 
For  many  years,  the  traditional  view 
has  been  that  our  Pounding  Fathers 
viewed  government  negatively,  and  fa- 
vored strictly  limited  government  poli- 
cies and  programs. 

This  study  prepared  by  Frank  Bour- 
gin,  a  former  student  of  Prof.  Allan 
Saunders  at  the  University  of  Minne- 
sota and  Claremont  Colleges  in  Cali- 
fornia, views  in  a  new  light  the  public 
policies  of  our  Nation's  first  40  years.  I 
might  note  that  Dr.  Saunders,  who 
later  taught  at  the  University  of 
Hawaii,  was  a  tremendous  influence  on 
my  own  study  of  political  science  and 
Federal  Crovemment. 

The  paper  as  reprinted  is  a  conden- 
sation of  a  doctoral  dissertation  by  Mr. 
Bourgin  prepared  in  the  early  1940's. 
Mr.  Bourgin  is  a  recent  retiree  of  the 
Federal' civil  service,  having  served  as 
Regional  Director  of  the  Office  of 
Emergency  Planning  and  in  the  Feder- 
al Emergency  Management  Agency. 
He  has  taught  in  college,  in  private 
business,  and  recently  taught  at  the 
American  University's  Institute  of 
Learning  in  Retirement. 

In  view  of  our  ongoing  legislative  de- 
bates on  the  desired  role  of  our  Na- 
tional Government  in  the  lives  of  our 
citizens,  as  well  as  the  Bicentennial  of 
the  Constitution  in  1987, 1  believe  that 
this  paper  is  most  timely  and  worthy 
of  widespread  consideration. 

Mr.  President,  I  ask  that  the  study 
be  printed  in  the  Record. 

The  study  follows: 

Hamilton,  Jefferson  &  Co.:  National  Plan- 
ning IN  THE  Early  Years  of  Oor  Repub- 
lic, 1787-1829:  The  I>ogma  of  Laissez- 
Faire  Disputed 

(By  Frank  P.  Bourgin) 
The  subject  of  this  paper  concerns  the 
first  forty  years  of  our  national  history, 
from  the  writing  of  our  Constitution 
through  the  administration  of  John  Quincy 
Adams.  My  thesis  is  that  much  of  the  histo- 
ry handed  down  to  us  has  been  misinter- 
preted, misunderstood  and  hence  distorted, 
and  much  of  this  due  to  our  predilection  for 
the  philosophy  of  laissez-faire.  The  thesis  is 
that  there  existed  during  the  period  1787  to 
1829  a  strong  and  positive  governmental 
policy  that  aimed  to  use  national  power  and 
resources  for  national  purposes  with  long 
term  goals.  The  thesis  is  in  contradiction 
with  most  of  the  traditional  history  that 
from  the  beginning,  our  Pounding  Fathers 
and  early  leaders  viewed  government  nega- 


tively, with  the  emphasis  on  curbing  govern- 
mental policies  and  activities. 

Lest  you  think  that  my  paper  is  merely  an 
intellectual  exercise  to  settle  an  academic 
dispute  of  interest  only  to  historians,  be  re- 
minded that  next  year  1987  is  the  Bicenten- 
nial year  of  the  Constitution.  Well  in  antici- 
pation of  that  date,  we  already  hear  the 
drum  beat  of  what  the  Pounding  Fathers  in- 
tended it  to  mean.  For  example,  the  fre- 
quent addresses  by  Attorney  General  Meese 
are  a  harbinger  of  more  to  come.  When  the 
Chief  Justice  of  the  United  States  Supreme 
Court  resigns  to  head  the  Bicentennial 
Commission's  celebration  of  the  event,  you 
can  gauge  what  may  follow. 

The  historical  records  of  the  early  period 
after  1787  have  been  mined  so  thoroughly 
over  the  past  two  hundred  years  that  it 
must  take  some  chutzpah  and  earnest  con- 
viction to  challenge  a  dogma  so  widely  held. 
I  have  discovered  no  new  documents  of 
course,  and  all  I  have  done  is  to  examine 
data  known  before  and  interpret  it  differ- 
ently. The  meaning  of  history  is  what  it 
means  to  each  historian.  My  study  has  been 
in  the  tradition  and  logic  of  Carl  Becker, 
once  president  of  the  American  Historial  As- 
sociation when  he  told  that  body  that  "Mr. 
Everyman  is  his  own  historian".  Is  it  not 
natural  that  each  historian  selects  from  the 
universe  of  events  those  particular  ones 
which  he  or  she  regards  as  meaningful  and 
significant?  These  then  become  the  center 
of  his  focus.  The  others  get  discarded  and 
may  be  lost  to  history.  Some  of  the  things  I 
will  mention  illustrate  my  point.  Professor 
Edward  Charming,  a  distinguished  historian 
at  the  turn  of  the  century  wrote  "The  Jef- 
fersonian  System"  (1809)  about  the  same 
period  of  my  paper.  But  you  would  never 
guess  from  it  that  we  both  were  writing 
about  the  same  Jefferson.  Another  example: 
John  Austen  Stevens,  in  the  American 
Statesman  series  wrote  what  was  then  the 
classic  biography  of  Albert  Gallatin.  But 
somehow  he  forgot  to  tell  about  Gallatin's 
famous  Report  of  1808  which  is  the  central 
focus  of  part  of  my  paper.  I  hope  I  have 
made  my  point. 

Why  is  this  so?  There  are  various  reasons 
why  each  historian  places  a  particular  em- 
phasis (or  lack  thereof)  on  events  in  history. 
One  of  them  is  surely  the  role  and  impor- 
tance of  prevailing  cultural  and  social 
values.  Each  society  is  held  together  to  a 
degree  by  the  cement  of  commonly  held  be- 
liefs. As  the  historian  C.  Vann  Woodward 
has  written,  ".  .  .  history  has  had  to  serve 
Americans  as  a  source  of  the  folklore,  myth 
and  legend  that  seems  essential  to  the  spir- 
itual comfort  of  a  people  in  a  time  of 
stress".  When  such  symbols  and  values  are 
under  attack,  some  one  is  sure  to  look  back 
to  our  historical  antecedents  to  defend 
them.  Think  back  to  the  depression  for  ex- 
ample when  "Rugged  Individualism"  was 
the  defending  theme. 

A  part  of  American  folklore  and  our  cher- 
ished mythology  has  been  our  continuing 
belief  and  preference  for  the  ideas  of  lais- 
sez-faire, and  Its  corollary,  a  diminished  role 
for  government— sometimes  crudely  stated. 
.  .  the  less  government,  the  better".  Web- 
ster defined  lalssez-falre  as  "a  doctrine  op- 
posing governmental  Interference  In  eco- 
nomic affairs  beyond  the  minimum  neces- 
sary for  the  maintenance  of  peace  and  prop- 
erty rights". 

It  Is  my  view  that  lalssez-falre  did  not  take 
hold  In  this  country  until  after  the  period  I 
am  writing  about— after  1829.  If  space  here 
permitted.  I  could  write  another  paper  of 
the  same  length  contrasting  the  period  after 


Andrew  Jackson  with  the  one  1787  to  1829. 
If  you  doubt  this,  then  I  refer  you  to  two 
authoritative  studies— which  were  published 
many  years  after  I  did  my  research— but 
which  confirm  my  views— Leonard  D. 
White's  "The  Jacksonians '.  and  Arthur 
Schleslngers  prize  history.  "The  Age  of 
Jackson".  During  this  later  period,  a  feeling 
of  hostility  to  government  was  creeping  up 
that  was  not  there  before.  Remember  that 
around  the  time  of  the  FYench  Revolution 
there  wass  an  optimism  about  the  course  of 
human  progress,  and  of  hope  for  a  different 
kind  of  destiny  about  the  republic  In  the 
new  world.  One  of  the  startling  discoveries 
In  my  research  Is  that— as  I  thought  about 
It— I  couldn't  remember  a  single  Instance 
during  this  period  In  which  any  one  ques- 
tioned whether  the  government  had  a  right 
to  intervene.  Later  on  .  .  .  yes.  with  the  le- 
galism of  states'  rights,  but  not  against  gov- 
ernment per  se! 

When  a  scholar  comes  forth  with  an  anal- 
ysis that  questions  the  traditional  one,  you 
want  to  know  where  and  how  it  began.  In 
about  1940.  when  I  was  a  graduate  student 
at  the  University  of  Chicago,  I  was  given  an 
assignment  by  the  chairman  of  our  depart- 
ment Dr.  Charles  E.  Merriam  to  explore 
what  precedents  existed  in-our  early  nation- 
al history  for  national  planning.  Merriam, 
then  considered  by  many,  the  E>ean  of 
American  Political  Science  was  active  in 
promoting  national  planning  as  one  of 
President  Roosevelt's  brains  trust.  The 
study  that  I  completed  is  the  result  of  that 
effort— some  350  pages  based  on  original 
sources  where  necessary  and  fully  docu- 
mented as  to  its  thoroughness  and  veracity. 

When  I  began  the  study.  I  had  doubts 
about  any  significant  findings  in  our  histo- 
ry. I  accepted  the  traditional  view  that  the 
laissez-faire  philosophy  had  taught  me.  and 
that  at  best  I  would  the  government's  role 
to  be  marginal.  But  as  my  research  pro- 
gressed and  my  interest  deepening,  I  went 
beyond  a  narrow  focus  to  trace  down  all  the 
likely  threads,  and  well  beyond  what  is  nor- 
mally sought  in  a  doctoral  dissertation.  At 
the  end,  I  had  four  chapters  on  the  per- 
sonna  of  the  planning— the  Pounding  Fa- 
thers. Hamilton.  Jefferson.  Gallatin  and  J. 
Q.  Adams,  and  four  additional  monographs 
on  the  subjects  of  Land  Policy.  Education, 
Science  and  Transportation.  This  paper  is 
but  a  condensation  of  the  ideas  of  my  study. 

While  still  engaged  in  my  research.  World 
War  II  Intervened,  and  its  raised  havoc  with 
my  plans  since  I  accepted  a  position  with 
the  Quartermaster  General's  office  in  Chi- 
cago. By  the  time  I  had  finished  wi  iting  my 
study,  the  scene  had  changed:  Dr.  Merriam 
had  retired  and  was  no  longer  active  on  my 
committee,  and  the  subject  of  national  plan- 
ning was  no  longer  of  active  interest.  Being 
no  longer  in  attendance,  my  study  got 
pushed  aside,  with  neither  agreement  or  dis- 
agreement on  Its  contents,  despite  Mer- 
riam's  earlier  enthusiasm  for  my  work. 

Under  the  circumstances  I  accepted  my 
frustration  and  went  on  to  other  pursuits. 
For  over  the  last  forty  years  the  manuscript 
lay  dormant  and  untouched  In  my  file.  One 
day  this  past  year,  as  I  was  reminded  about 
the  Blcentermlal  year,  I  opened  the  file  and 
re-read  the  study.  I  completed  It  with  the 
feeling  that  far  from  being  obsolete,  it  had  a 
fresher  interest  now  than  had  it  been  pub- 
lished during  the  New  Deal. 

Now  as  to  National  Planning:  Obviously 
the  phrase  was  unknown  during  the  early 
period,  so  I  have  given  It  a  meaning  that 
makes  sense  and  fits  the  circumstances  de- 
scribed: (1)  Involvement  necessarily  of  the 
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national  government;  (2)  long  term  rather 
than  short  term  policy:  (3)  setting  up  of 
goals  or  objectives  supported  by  scientific 
knowledge  and  research;  (4)  rationalization 
of  the  advantages  to  enhancement  of  na- 
tional well  being.  In  short,  a  rationalization 
of  how  to  get  from  here  to  there. 

One  of  my  first  explorations  was  to  exam- 
ine the  role  of  mercantilist  thinking  at  the 
time  the  constitution  was  being  drafted. 
This  could  tell  me  something  on  what  the 
Pounding  Fathers  thought  the  role  of  gov- 
ernment should  be.  Under  the  mercantilist 
system,  each  country  was  free  to  intervene 
In  the  trade  practices  to  provide  an  advan- 
tage to  its  own  commerce  by  whatever 
means  it  chose.  There  were  no  absolutes  or 
hard  and  fast  lines  as  under  laissez-faire. 
When  the  Constitution  was  being  written, 
Adam  Smith's  "Wealth  of  Nations"  (1776) 
had  not  yet  obtained  popular  currency.  My 
study  showed  that  while  the  leaders  of  the 
period  were  not  consciously  advocating  the 
mercantilist  theories  per  se,  as  good  prag- 
matlsts,  they  were  practicing  them.  They 
wanted  to  give  every  advantage  possible  to 
this  new  national  government  to  promote 
the  growth  of  the  economy,  an  attitude  that 
Implies  a  rejection  of  laissez-faire.  Hamil- 
ton's Report  on  Manufactures  is  a  lesson  in 
mercantilist  practice.  Historians  have  ig- 
nored his  broader  program  and  had  him 
pegged  simply  as  a  protectionist. 

Two  incidents  occurred  early  in  my  re- 
search that  encouraged  me  to  believe  I  was 
on  to  a  valid  idea.  Dr.  Merriam  was  involved 
in  both.  In  the  Fall  of  1940  when  President 
Roosevelt  was  ruiming  for  his  third  term, 
Merriam  had  returned  from  Washington 
where  the  President's  advisors  had  been  dis- 
cussing what  evidence  existed  in  the  records 
of  the  Convention  reflecting  on  the  issue. 
He  called  me  in  one  day  and  asked  for  a 
brief,  pro  and  con:  would  they  have  favored 
or  opposed  it?  Since  I  had  been  studying 
Farrand's  Records  of  the  Convention,  I  com- 
pleted the  brief  within  a  few  days  of  inten- 
sive study.  But  until  that  very  time.  I  had 
been  unable  to  discern  the  forest  from  the 
trees.  The  evidence  turned  out  to  be  so  over- 
whelming—that although  the  Founding  Fa- 
thers never  discussed  a  third  term  as  such, 
it  was  absolutely  clear  to  me  that  they  were 
not  worried  about  the  length  of  the  Presi- 
dent's term  of  office.  They  were  concerned 
that  the  new  executive  might  be  as  weak  as 
under  the  Articles,  and  they  were  deter- 
mined that  the  President  must  be  able  to 
act  Independently  and  that  he  have  ample 
authority.  So  the  election  of  the  President 
was  made  independent  of  Congress,  for  a 
fixed  term  of  reasonable  length,  with  no  in- 
terposition against  re-election.  Mr.  Merriam 
was  pleased  with  my  brief,  reporting  to  his 
staff  that  it  was  one  of  the  best  pieces  of 
short  term  research  he  had  received.  But 
the  brief  caused  me  more  than  ever  to  ask 
questions,  such  as.  "Why  such  a  strong 
President?  Presumably  they  must  have  had 
in  mind  an  active  role  for  the  office?  Con- 
versely, if  laissez-faire,  why  design  the  office 
for  Its  opposite?". 

But  as  I  next  moved  to  research  on  Jeffer- 
son (I  knew  that  I  would  have  no  problem  in 
showing  Hamilton  to  be  a  planner— but  even 
there  I  found  far  more  than  I  had  expect- 
ed.) At  length  I  prepared  a  draft  of  my 
chapter  on  Jefferson,  and  this  too  gave  me  a 
surprise.  I  thought  my  piece  a  prosaic  one, 
but  reasonably  through.  I  described  all  of 
Jefferson's  plans  from  his  earliest  land 
policy  plans,  pausing  to  explain  the  switch 
in  his  policies  under  his  inaugural  address, 
then  I  went  on  to  develop  his  planning  for 


the  later  period  of  his  second  term.  I  was  to- 
tally unprepared  to  hear  that  Merriam  was 
saying  to  his  staff  that  my  research  on  Jef- 
ferson was  "the  most  original  thinking  in 
the  last  fifty  years."  This  was  high  praise 
coming  from  Merriam,  suid  it  assured  me 
that  I  was  on  the  right  track.  I  would  go  on 
to  research  the  period  after  Jefferson  and 
leam  how  far  into  the  future  the  thread  of 
national  planning  persisted. 

Before  I  begin  my  chronological  summary 
of  the  data,  I  would  like  briefly  to  mention 
that  during  the  forty  year  hiatus,  there 
have  appeared  a  number  of  very  important 
research  studies  all  of  which— whUe  ap- 
proaching the  subject  from  a  different  per- 
spective—confirm and  strengthen  my  thesis. 
Let  me  mention  them  since  each  was  writ- 
ten by  scholars  at  the  top  of  their  field.  The 
first  is  Leonard  D.  White's  three  volume  his- 
tory of  the  Federal  administration:  The 
Federalists,  The  Jeff ersonians  and  the  Jack- 
sonians.  White's  study  particularly 
strengthens  my  case  showing  that  while  Jef- 
ferson pursued  his  political  goal  of  making 
republicanism  forever  safe,  he  did  almost 
nothing  to  disturb  the  financial  and  admin- 
istrative structure  that  Hamilton  built. 
That  system  continued  virtually  unchanged 
until  Jackson.  White  then  in  "The  Jackson- 
ians"  makes  absolutely  clear  how  great  was 
the  contrast  after  Jackson  when  laissez- 
faire  policies  were  adopted.  What  had  taken 
forty  years  to  build  in  an  administrative 
structure  with  capability  to  manage  its  poli- 
cies was  in  shambles  within  a  dozen  or  more 
years.  The  second  book  by  Schlesinger. 
"The  Age  of  Jackson"  while  describing  in 
minutiae  the  politics  and  intellectual 
changes  of  the  period,  shows  clearly  the. 
emptiness  of  the  issues  and  policies  when 
contrasted  with  the  earlier  period.  The 
third  work,  a  two  volume  "Politics  and  the 
Constitution  in  the  History  of  the  United 
SUtes."  by  W.W.  Crosskey  of  the  University 
of  Chicago  Law  School.  His  approach  is 
purely  from  that  of  constitutional  law.  and 
he  emphasizes  the  breadth  of  scope  with 
which  the  commerce  power  was  viewed,  thus 
strengthening  the  authority  of  the  national 
government. 

PLANNING  THE  CONSTITUTION 

There  are  several  propositions  that  stand 
out  in  viewing  the  Constitution  as  seen  from 
various  perspectives.  The  first  is  that  the 
United  States  is  unique  in  that  it  began  its 
life  by  a  deliberate  act  of  national  planning. 
It  was  planning  in  every  sense,  or  as  one 
contemporary  put  it,  "contriving  a  new  form 
of  government  for  an  extensive  empire," 
overwhelming  some  of  its  writers  with  the 
immensity  of  their  responsibility  for  the 
country's  long  future.  The  convention  had 
assembled  a  collection  of  many  of  the  best 
minds,  using  the  latest  knowledge  of  politi- 
cal science,  and  presenting  their  work  to  the 
country  with  argxunents  on  why  it  should  be 
adopted. 

That  the  Constitution  has  survived 
through  its  two  hundred  years  from  a  small 
coastal  country  of  a  few  million  to  a  world 
power  of  continental,  dimensions  with  a 
population  of  a  quarter  billion  attests  to  the 
quality  and  durability  of  the  planning. 

The  designing  of  it  can  l>e  viewed  in  differ- 
ent ways.  Charles  Beard  in  his  "Economic 
Interpretation  of  the  Constitution"  viewed 
it  as  a  stacked  deck  that  favored  the 
wealthy,  and  there  were  plenty  of  facts  to 
support  that  case.  On  the  other  hand. 
Charles  Merriam  has  argued  that  from  a 
world  point  of  view  at  the  time  it  was  writ- 
ten, ".  .  .it  was  a  revolutionary  document  of 
the  most  disturbing  character,"  and  that 


the  framers  were  "adventurous,  experimen- 
tal, inventive,  eager  to  adjust  the  forms  and 
procedures  of  government  to  actual  forces 
and  facts  of  their  time." 

With  few  exceptions,  the  framers  of  the 
constitution  were  not  ideologues,  but  prag- 
matists  and  men  of  practical  affairs.  They 
had  come  together  to  overcome  the  defects 
of  the  Articles,  to  invent  a  government  of 
strength  that  could  play  a  positive  role  in 
developing  the  country's  resources,  a  role 
that  was  the  opposite  of  laissez-faire. 

From  my  reading  of  Farrand's  Records.  I 
concluded  that  too  much  emphasis  has  Ijeen 
placed  on  their  intent  to  limit  authority  by 
such  devices  as  checks  and  balances,  separa- 
tion of  powers,  etc.  Instead  I  saw  an  over- 
whelming concern  for  the  need  of  a  strong 
executive,  that  the  new  president  not  turn 
out  to  be  a  "cypher"  comparable  to  the 
state  governors.  The  Convention  placed 
their  bets  on  the  presidency— having  him 
electd  independent  of  the  legislative  branch 
for  a  4-year  term,  subject  to  re-election, 
with  strong  powers  listed  in  the  constitu- 
tion. One  must  infer  from  this  that  they  an- 
ticipated an  active  role  for  the  office. 

Nor  did  the  Convention  slight  the  authori- 
ties given  to  the  Congress  as  to  suggest  a 
different  role  for  that  body.  The  enumer- 
ated list  in  Article  I,  Section  8  includes  17 
specific  delegations  as  compared  with  two 
minor  ones  in  the  Articles.  To  leave  no 
doubt  as  to  the  extent  of  the  authority  con- 
veyed, there  was  added  "...  to  make  all 
laws  necessary  and  proper  for  carrying  into 
execution  the  foregoing  powers". 

One  would  suppose  that  developing  the 
list  of  enumerated  powers  would  have 
proved  one  of  the  most  formidable  obstacles 
to  getting  acceptance  by  the  Convention. 
Actually,  it  was  one  of  the  easiest  and  the 
fastest,  being  handled  by  the  Conunittee  on 
Detail.  Madison  recorded  most  of  the  votes 
as  "nem.  con.",  meaning  no  one  voting 
against. 

However,  the  real  test  of  what  the  Consti- 
tution would  mean  would  come  once  it  was 
put  into  practice.  These  was  little  doubt  as 
to  what  it  meant  when  President  Washing- 
ton named  Hamilton  his  Secretary  of  the 
Treasury. 

PLANNING  BY  HAMILTON 

Almost  from  the  first.  Hamilton  displayed 
eagerness  to  get  on  with  his  plaiming, 
asking  that  as  Secretary  of  the  Treasury 
that  he  report  personally  to  Congress— im- 
acceptable  to  that  body.  During  the  short 
period  from  January  1790  to  December 
1791.  in  less  than  two  years,  he  accom- 
plished the  prodigious  feat  of  producing 
four  great  planning  documents:  "For  the 
Adequate  Support  of  the  Public  Credit", 
"Report  on  a  National  Bank",  "Establish- 
ment of  a  Mint  and  the  Coinage  System", 
and  finally,  "Report  on  Manufactures". 

More  than  any  other  person  of  his  time. 
Hamilton  profoundly  grasped  the  meaning 
of  the  new  economic  trends  and  how  to 
adapt  and  to  manipulate  them  under  the 
new  governmental  powers.  In  each  of  the 
above  reports,  Hamilton  was  proposing  new 
policies  and  new  structures,  all  of  which 
must  be  viewed  as  part  of  his  total  plan. 

Since  space  limitations  do  not  permit  an 
analysis  of  each  plan.  I  want  to  offer  the 
following  comments  on  why  I  lielieve  his 
planning  has  not  always  been  correctly  un- 
derstood: (1)  Historians  have  generally 
viewed  each  of  his  reports  as  separate  and 
disparate  programs  rather  than  as  integral 
parts  of  a  single  comprehensive  planning. 
Nor  have  they  observed  that  what  Hamilton 
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was  doing  was  the  opposite  of  laissez-faire. 
(2)  I  have  already  mentioned  that  his  Ideas 
stemmed  from  mercantilist  practices,  and 
this  is  especially  apparent  in  his  great 
"Report  on  Manufactures.  (3)  Similarly,  his- 
torians have  overemphasized  his  role  as  a 
protectionist,  and  have  overlooked  his  nu- 
merous recommendations,  such  as  having  a 
continuous  administrative  structure  to  over- 
see and  monitor  the  economy,  selecting 
items  and  industries  which  needed  protec- 
tion or  encouragement  by  various  devices- 
premiums,  bonuses  etc.  (4)  Seen  in  the  long 
term  historical  perspective,  considering  the 
size  and  nature  of  the  economy,  Hamilton's 
planning  represents  a  degree  of  government 
intervention  that  did  not  happen  again  until 
the  twentieth  century. 

PLAimiNG  BT  JEITERSON 

Explaining  the  ideas  of  Thomas  Jefferson 
is  similar  to  the  difficulties  in  trying  to 
square  a  circle:  something  always  gets  left 
out.  Over  a  period  of  four  decades  of  intense 
activity,  he  was  involved  In  so  many  events, 
some  of  which  conflicted  with  different  pe- 
riods of  his  life.  There  were  inconsistencies 
surely,  and  they  are  also  part  of  what  Jef- 
ferson thought  and  did.  One  is  reminded  of 
Henry  Adams  statement  that  excepting  Al- 
exander Hamilton,  "no  American  has  been 
the  object  of  estimates  so  widely  differing 
and  so  difficult  to  reconcile".  As  a  practical 
and  successful  politician,  Jefferson  was  will- 
ing and  even  adept  at  changing  positions  on 
specific  issues  if  necessary  to  get  a  half  loaf 
rather  than  none.  While  he  never  ceased 
voicing  opposition  to  Hamilton's  policies,  he 
accepted  his  financial  structure  as  some- 
thing beyond  his  control:  and  besides,  it 
worked.  But  on  Jefferson's  basic  thinking, 
on  his  ideas  of  human  freedom  and  equality, 
on  the  value  of  education  and  science  in  a 
republic,  on  the  perfectability  of  man 
during  this  period  of  enlightenment,  on  the 
advantages  of  agruian  and  rural  living,  on 
preserving  America's  resources  for  the 
future— on  these  ideas,  he  held  fast  through 
his  life-time. 

Considering  the  above,  one  should  hardly 
be  surprised  that  Jefferson's  ideas  are  not 
always  consistent  with  each  other.  While 
most  historians  have  chosen  to  regard  his 
inaugural  address  as  the  expression  of  pure 
Jeffersonianism,  I  have  viewed  that  speech 
as  exceptional  and  hardly  representative,  as 
I  shall  show.  It  was  a  special  circumstance. 
and  hardly  indicative  of  what  he  had  been 
engaged  in  the  years  earlier  and  even  later. 
Considering  the  importance  of  what  Jef- 
ferson achieved  in  the  period  that  Dumas 
Malone  describes  as  "the  architect  of  laws". 
before  the  Constitution  was  written,  it  is  im- 
possible to  square  these  with  the  inaugural 
position  of  laissez-faire.  The  latter  implies  a 
free  competitive  market  governed  only  by 
supply  and  demand-sell  to  the  highest 
bidder  in  whatever  amounts  demanded.  But 
in  designing  the  early  land  policies,  Jeffer- 
son proposed  the  opposite.  He  regarded  the 
vast  public  lands  to  the  west  as  a  great 
future  resource  for  the  people:  at  one  time, 
a  grant  of  a  plot  for  each  able  bodied  man: 
later,  he  proposed  the  sale  in  small  parcels 
on  credit  terms.  In  the  immediate  post-Rev- 
olutionary years,  he  led  the  way  in  abolish- 
ing rights  of  property  established  by  primo- 
geniture and  entail  which  kept  the  land  un- 
divided in  huge  tracts.  So  too.  he  led  a  fight 
against  the  existing  and  extensive  land  spec- 
ulation whereby,  in  some  cases,  tracts  of 
millions  of  acres  where  obtained  from  state 
legislatures.  Under  his  influence,  the  State 
of  Virginia  which  had  title  to  the  largest 
portion  of  the  western  lands  did  not  cede 


them  until  Congress  gave  assurance  that 
they  would  be  disposed  of  under  a  policy  of 
common  benefit. 

When  one  views  the  many  things  that  Jef- 
ferson did  by  his  plans  for  America's  long 
future,  it  is  clear  that  he  did  not  hesitate  to 
use  governmental  power  when  he  felt  it  nec- 
essary. Instead  of  allowing  the  land  grab- 
bers to  buy  and  sell  land  at  will,  as  in  free 
market,  he  developed  a  plan  which  was 
adopted  throughout  the  nation  for  the  pur- 
chase and  sale  of  land:  No  land  could  be  sold 
without  a  prior  survey  according  to  a  plat- 
ted discriminate  location  on  a  map  of  a  rec- 
tangular grid.  He  hoped  to  promote  orderly 
settlement  by  progressive  tiers  in  the  sur- 
veys. He  suggested— unsuccessfully— that 
the  units  of  land  be  according  to  the  deci- 
mal system. 

In  support  of  public  school  education,  fol- 
lowing his  advocacy,  the  sixteenth  lot  of 
every  township  was  to  be  reserved  for  the 
maintenance  of  public  schools.  This  was 
made  a  fixed  and  binding  policy  for  the  rest 
of  the  country  during  his  term,  in  1802.  So 
too  was  Jefferson's  original  land  ordinance 
establishing  a  land  office  in  1785  made  the 
prototype  for  the  later  Northwest  Ordi- 
nance which  set  forth  how  the  western  ter- 
ritories would  be  divided  into  States  and  ad- 
mitted on  an  equal  basis.  Jefferson's  "Notes 
on  'Virginia"  also  Included  his  three-fold 
plan  of  attack  on  the  removal  of  slavery,  on 
down-grading  southern  agriculture  reliance 
on  its  one-crop  tobacco  Industry,  and  on  de- 
veloping domestic  manufactures. 

After  reading  the  above  list,  one  must  ask 
why  a  person  with  such  antecedents  of 
active  governmental  activities  and  planning 
would  propose,  now  that  he  was  president, 
to  move  towards  the  opposite  policy: 

"A  wise  and  frugal  government  which 
shaU  restrain  men  from  injuring  one  an- 
other, shall  leave  them  otherwise  free  to 
regxilate  their  own  pursuits  of  industry  and 
improvement,  and  shall  not  take  from  the 
mouth  of  labor  the  bread  it  has  earned." 

First,  let  us  admit  that  much  of  the  effec- 
tiveness of  his  first  inaugural  was  that  it 
was  a  masterpiece  of  writing  and  felicitous 
phrasing.  Henry  Adams  writes  that  "it  was 
for  a  long  time  almost  as  well  known  as  the 
Declaration  of  Independence",  and  de- 
scribed it  as  "a  starting  point  of  a  powerful 
political  party"  which  is  exactly  what  its 
author  hoped  for  it.  What  more  soothing 
balm  than  for  Jefferson  to  say  in  his  ad- 
dress. "We  are  all  Federalists,  we  are  all  Re- 
publicans": 

I  believe  that  his  inagural  address  can  be 
explained  not  by  a  real  change  of  heart  or 
policy,  but  by  the  special  circumstances  af- 
fecting his  administration  at  this  particular 
time.  First.  Jefferson  realized  the  extremely 
narrow  maxgin  by  which  he  was  elected:  In 
the  House  of  Representatives  rather  than 
by  the  electoral  college,  and  that  through 
HamUton's  intervention:  Jefferson  rather 
than  Burr.  Jefferson  realized  that  he 
needed  friends,  and  as  a  temporary  measure, 
he  must  also  placate  the  opposition  and  pro- 
pose no  disturbing  policies. 

Secondly,  an  analysis  of  the  government's 
fiscal  condition  at  that  time  allowed  him 
almost  no  options  other  than  the  course  he 
took.  The  government  debt  stood  at  about 
$70  million,  and  was  being  paid  off  at  the 
rate  of  about  $4.5  million,  which  when 
adding  the  cost  of  the  Departments  of  War 
and  Navy  came  to  about  $8.5  million.  With 
revenues  running  at  between  $10  and  $12 
million  (the  giant  share  from  customs 
duties),  the  margin  of  a  couple  of  million 
left  to  run  the  government  could  only  mean 


his  announced  policy  of  economy  and  fru- 
gality. In  Jefferson's  day.  deficit  financing 
was  unknown,  and  for  Jefferson,  raising 
taxes  or  borrowing  was  unthinkable.  Jeffer- 
son was  clearly  "boxed  in"  by  fiscal  necessi- 
ty, and  he  was  clever  enough  in  the  inaugu- 
ral to  make  a  virtue  out  of  necessity. 

Now  if  Jefferson,  on  becoming  president 
had  overturned  Hamilton's  planning  by  get- 
ting Congress  to  repeal  the  laws,  one  would 
be  able  to  say  that  national  planning  ceased 
to  exist  during  Jefferson's  time.  Had  he 
really  carried  out  the  logic  of  his  inaugural 
on  a  long  term  basis,  one  would  be  able  to 
say  this.  But  as  I  shall  show,  this  was  not 
the  case.  On  his  policies  relating  to  the 
fiscal  and  administrative  structure  which  he 
inherited,  let  me  quote  Leonard  White's 
book  in  which  he  says  that  although  Jeffer- 
son believed  that  "he  had  saved  the 
Republic  •  •  •  by  wringing  power  away  from 
impending  monarchy"  (i.e.  the  Federalists) 
he  concludes  that  "the  Republicans  brought 
no  revolution  in  administration". 

"They  found  a  system  in  full  order;  the 
people  were  familiar  with  its  operations:  it 
was  well  adapted  to  the  work  to  be  done: 
and  it  was  taken  over  with  hardly  a  ripple 
and  maintained  substantially  intact  for  over 
a  quarter  of  a  century." 

Dr.  White  then  goes  on  to  show  that  even 
after  Jefferson  left  the  presidency  that  the 
basic  structure  of  policy  and  administration 
did  not  change  until  the  Jacksonians  came 
into  power:  and  then  the  changes  came  on 
with  a  vengeance. 

And  now,  we  come  to  explaining  those 
parts  of  Jefferson's  ideas  that  the  historians 
seem  for  the  most  part  to  have  left  out. 
This  has  to  do  with  the  change  of  policy 
that  came  with  his  second  administration. 

Jefferson's  policy  of  economy  and  frugali- 
ty announced  in  his  first  inaugural  had  two 
motivations:  the  first,  as  indicated  was 
forced  on  him  by  fiscal  necessity.  The 
second  was  his  hope  that  by  skimping  on  ex- 
penses, the  government  would  be  able  to 
pay  off  its  debt  and  soon  have  money  for  ac- 
complishing some  of  the  goals  that  had 
always  motivated  him.  mainly  education 
and  the  advancement  of  science,  and  what- 
ever else  that  would  benefit  the  country. 

During  his  first  term.  Jefferson  won  Con- 
gress's consent  to  pledging  payment  of  the 
debt  as  taking  precedence  over  all  other  ex- 
penditures. Despite  the  debt  added  by  the 
purchase  of  Louisiana,  and  by  stepping  up 
the  annual  debt  payments  to  $7.3  millions 
and  holding  down  government  costs  to  $3 
million,  considerable  progress  had  been 
made  by  the  end  of  the  first  term.  The  na- 
tional debt  had  been  reduced  by  over  22%  or 
by  $18  million.  In  his  second  inaugural  ad- 
dress. Jefferson  was  now  proposing  that 
Congress  consider  a  new  policy: 

"Redemption  once  effected,  the  revenue 
thereby  liberated  may.  by  a  just  repartition 
among  the  States,  and  a  corresponding 
amendment  to  the  constitution  be  applied 
in  time  of  peace,  to  rivers,  canals,  roads, 
arts,  manufactures,  education  and  other 
great  objects  within  each  state." 

The  pre-conditions  that  Jefferson  listed 
should  be  noted:  "in  time  of  peace",  but  all 
the  while,  war  clouds  hovered  in  the  war  be- 
tween England  and  France  that  could  draw 
the  United  States  into  its  vortex;  a  second 
condition  that  a  constitutional  amendment 
was  suggested;  a  third,  that  at  that  moment, 
the  list  of  programs  was  but  suggestive— a 
wide  list  to  choose  from  when  such  condi- 
tions obtained. 

A  few  words  need  be  said  concerning  Jef- 
ferson's view  on  amending  the  constitution. 
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In  his  later  years  after  retirement,  it  is  true 
that  he  was  moving  towards  a  stricter  inter- 
pretation. However,  it  should  be  pointed  out 
that  when  the  territory  of  Louisiana  was  of- 
fered, although  Jefferson  would  have  pre- 
ferred a  constitutional  amendment  to  au- 
thorizing the  purchase  (in  fact,  he  prepared 
a  draft  that  included  a  wide  range  of  new 
powers:).  But  when  Congress  dallied  and 
Jefferson  feared  he  might  lose  the  opportu- 
nity, he  went  ahead  and  resorted  to  the 
treaty  making  power  for  authorization— 
without  an  amendment.  Also,  during  the 
period  of  the  Embargo  from  December  1807 
to  March  1809,  when  faced  with  a  choice  of 
war  or  embargoing  shipping,  Jefferson 
chose  the  latter.  Obtaining  authority  from 
Congress,  under  the  regular  authorities  in 
the  constitution,  all  foreign  shipping  was 
banned.  Both  examples  confirm  that  Jeffer- 
son was  not  adverse  to  using  political  power, 
without  an  amendment  when  he  felt  the  sit- 
uation required  it. 

As  progress  was  being  made  in  the  reduc- 
tion of  the  debt,  Jefferson  was  moving 
closer  to  having  to  make  a  choice  of  policy 
objectives.  Which  would  it  be?  Education? 
Science?  or  Transportation,  then  known  as 
internal  improvements?  The  chapters  in  my 
manuscript  on  Education  and  Science  reveal 
how  deeply  Jefferson  felt  about  the  obliga- 
tion to  promote  these.  Yet.  he  was  keenly 
aware  of  the  fact  that  the  attitude  in  Con- 
gress was  indifferent  to  these.  This  was 
shown  by  the  fact  that  when  Washington 
left  his  Potomac  shores  to  help  found  a  na- 
tional university,  a  score  years  slipped  by 
without  Congress  taking  action.  The  same 
situation  was  repeated  thirty  years  later  on 
the  Smithson  bequest,  and  saved  only  when 
John  Quincy  Adams  stirred  Congress  to 
fund  the  Smithsonian  Institute. 

Transportation  was  a  different  matter, 
and  it  had  an  inherent  interest  to  Congress. 
Transportation  involved  costs,  and  anything 
that  would  reduce  freight  costs  was  appeal- 
ing. Except  for  water  transportation,  the 
cost  of  shipping  was  virtually  prohibitive. 
This  explains  why  almost  all  production  fa- 
cilities which  required  shipping  were  located 
within  five  miles  of  water.  America  was 
blessed  with  ample  rivers,  lakes  and  bays, 
some  of  which  could  be  connected  by  canals 
to  provide  cheap  transportation.  Capital  for 
building  roads  and  turnpikes  was  in  short 
supply,  hardly  an  object  for  long  term  in- 
vestment without  help  from  public  funding. 

Jefferson's  choice  of  transportation  was 
undoubtedly  influenced  by  his  Secretary  of 
the  Treasury  Gallatin,  who  haul  already  pro- 
posed internal  improvements  in  his  native 
state  of  Pennsylvania.  Gallatin  manuevered 
to  have  the  Senate  request  that  the  Secre- 
tary submit  a  plan.  Gallatin  had  been  work- 
ing on  such  a  plan  for  the  past  year  when 
he  presented  it  in  April  1808.  It  was  an 
exact  plan  for  a  network  of  roads  and  canals 
and  other  river  improvements  to  interlace 
the  country— North,  South,  East  and  West. 
It  was  a  ten  year  program  accompanied  by  a 
detailed  financial  plan  that  would  cost  an 
estimated  $20  million.  The  plan  was  flexible 
ot;  how  the  work  of  construction  would  be 
done:  directly  by  the  government  in  some 
situations,  by  private  enterprises  in  others 
in  which  the  government  would  own  stock. 
In  every  case  however,  engineering  surveys 
and  cost  estimates  would  precede  decision 
making  and  the  start  of  construction. 

The  Gallatin  Report,  however  great  its  ad- 
vantages to  the  country  from  the  long 
range,  was  in  fact  dead  on  arrival  since  the 
Embargo  had  already  begun  four  months 
bef<n«,   and   the  anticipated  surplus   was 


withering.  The  Gallatin  plan  would  have  to 
wait,  and  indeed,  it  was  not  until  the  end  of 
the  War  of  1812  which  had  brought  the 
Treasury  into  even  greater  debt.  The  war 
had  demonstrated  beyond  a  doubt  the  need 
for  better  internal  transportation  since  the 
sea  coasts  were  controlled  by  the  British 
navy.  The  cost  of  shipping  war  supplies  and 
equipment  over  primitive  roads  had  risen  as- 
tronomically. The  war  did  foster  a  growth 
of  nationalism  and  one  might  suppose  this 
would  prove  favorable  to  the  acceptance  of 
Gallatin's  planning.  In  any  case,  it  was  Gal- 
latins  plan  that  became  the  basis  of  inter- 
nal improvements  planning  to  1829. 

I  noted  much  earlier  that  the  traditional 
laissez-faire  historians  and  biographers  have 
shown  almost  total  disinterest  in  Gallatin's 
plan,  sometimes  not  even  mentioning  it.  In- 
asmuch as  1986  is  also  the  centennial  event 
marking  the  publication  of  Henry  Adams' 
great  "History  of  the  United  States  During 
the  Administrations  of  Thomas  Jefferson 
and  James  Madison"  it  is  worthy  of  observ- 
ing that  Adams  regarded  the  Gallatin 
report  as  one  of  the  important  events  of  the 
period.  In  fact,  it  was  from  Adams'  History 
that  I  came  to  place  so  much  importance  on 
Jefferson's  planning  in  his  second  term,  and 
the  subsequent  events  relating  to  internal 
improvements. 

Adams  felt  that  it  was  a  misfortune  'that 
the  Gallatin  plan  failed  in  being  acted  upon 
by  Congress.  In  his  words,  it  would  have 
combined  "satisfying  local  interests  ...  in 
one  great  system  instead  of  wasting  the 
public  resources  in  isolated  efforts  ...  to  fix 
the  policy  of  the  government  for  at  least  ten 
years,  and  probably  for  an  indefinite  time 
...  as  he  had  already  succeeded  in  regard 
to  payment  of  debts  ...  By  thus  establish- 
ing a  complete  national  system  to  be  execut- 
ed by  degrees,  the  whole  business  of  annual 
chaffering  and  log-rolling  for  local  appro- 
priations in  Congress  and  all  its  subsequent 
corruptions  and  inconsistencies  were  to  be 
avoided." 

In  my  opinion.  Gallatin's  report  deserves 
to  rank  with  Hamilton's  Report  on  Manu- 
facturers in  its  far  sightedness  and  practical 
vision  of  serving  the  national  purpose. 

POST-JEFFERSON  PUNNING  TO  1829 

Action  towards  reviving  internal  improve- 
ments for  the  nation  waited  until  the 
Treaty  of  Ghent  ended  the  War  and  there 
would  be  a  revived  prospect  of  government 
funding.  Gallatin's  plan  furnished  the  pat- 
tern of  ideas.  That  time  came  in  Madison's 
administration  when  it  was  proposed  that 
the  bonus  money  paid  to  the  second  Nation- 
al Bank  be  used  to  continue  the  construc- 
tion of  the  National  Road.  Who  would  have 
guessed  that  Madison,  one  of  the  staunchest 
nationalists  in  the  1787  Convention,  and 
Jefferson's  Secretary  of  State  would  veto 
the  bill?  Yet  he  did  so.  stating  in  uncompro- 
mising terms  that  the  power  to  regulate 
commerce  (on  which  the  bill  was  based)  car- 
ried no  authority  to  construct  roads. 

Not  long  thereafter  the  internal  improve- 
ments movement  suffered  another  blow, 
this  time  again  from  a  strong  nationalist. 
President  Monroe  insisted  that  construction 
authority  was  exceeded,  and  that  construct- 
ing the  National  Road  by  the  federal  gov- 
ernment violated  the  states'  rights. 

It  is  interesting  to  speculate  on  how  close 
we  came  to  starting  to  develop  a  national 
transportation  network  of  roads  and  canals. 
Except  for  the  unexpected  presidential 
vetoes,  the  odds  favored  it  happening.  As 
the  famous  historian  Frederick  Jackson 
Turner  has  written: 


"The  tide  of  sentiment  in  favor  of  internal 
improvements  was  so  strong  that,  to  insure 
its  complete  success,  it  would  have  been  nec- 
essary only  for  the  executive  to  have  ceased 
to  interprose  the  checks  which  Monroe 
placed  upon  this  movement." 

Looking  back,  here  are  some  of  the  factors 
that  should  have  favored  internal  improve- 
ments becoming  a  reality,  a)  Henry  Adams 
noted  that  soon  after  the  Treaty  of  Ghent, 
federal  finances  were  turning  favourably: 
for  the  year  1817,  a  surplus  of  $20  million 
was  anticipated,  b)  It  was  believed  that 
President  Monroe  supported  the  participa- 
tion of  the  government  in  internal  improve- 
ments, c)  Internal  improvements  then  had 
the  enthusiastic  support  of  several  leaders, 
who,  combined  would  have  been  a  power- 
house of  support:  John  C.  Calhoun  who  un- 
equivocally advocated  internal  improve- 
ments as  the  best  antidote  to  "disunion" 
and  the  removal  of  the  "sectional  spirit" 
which  was  dividing  the  country;  Henry  Clay 
who  authored  "The  American  System"  plan 
of  combining  internal  improvements  policy 
with  the  protective  tariff;  and  no  less  than 
Andrew  Jackson,  then  in  Congress  for  his 
first  term  and  later  became  the  nemesis  of 
internal  improvements. 

The  vetoes  came  as  a  surprise;  and  coming 
one  upon  the  other  emphasizing  that  the 
government  lacked  authority  for  such  pro- 
grams without  a  constitutional  amendment 
were  a  defeat  so  definitive  and  complete 
that  despite  the  election  of  Adams,  a  cham- 
pion for  the  cause,  the  movement  never 
really  recovered. 

At  the  time  that  Adams  succeeded  to  the 
presidency,  there  may  have  existed  some 
reason  to  expect  that  internal  improve- 
ments might  still  have  some  life  in  it.  Surely 
there  was  no  more  ardent  champion  than 
he.  He  disdained  the  legalistic  thinking  of 
Madison  and  Monroe  and  viewed  the  Consti- 
tution as  a  mandate  rather  than  a  barrier. 
In  his  mind  the  arguments  for  states  rights 
was  almost  synonymous  with  those  of  "state 
sovereignty '—the  same  "stubborn  unyield- 
ing resistance"  of  those  who  opposed  accept- 
ing the  Constitution.  While  from  New  Eng- 
land—one of  the  sections  with  less  to  gain 
from  internal  improvements— Adams  saw  all 
issues  from  a  national  perspective  and  na- 
tional needs.  He  saw  his  own  responsibility 
for  leadership  as  even  above  obtaining  a  po- 
litical advantage.  While  elected  to  serve  con- 
servative Massachusetts,  he  once  opined 
that  while  he  accorded  commerce  "the  most 
liberal  protection ",  he  cautioned  however, 
"Commerce  is  the  very  last  interest  in  the 
nation  upon  which  I  would  bestow  power". 
Even  then,  and  long  before  the  nation  was 
split  by  the  arguments  over  slavery,  Adams 
warned  that  the  union  was  fragile  and  that 
selfish  sectionalism  could  split  it  apart.  He 
believed  that  a  strong  national  government, 
thinking  ahead  to  the  country's  long  term 
needs  could  help  provide  the  cement  to 
unity  through  building  a  network  of  trans- 
portation facilities— roads  and  canals  in  that 
era.  For  a  time,  the  prospects  for  the  pro- 
gram were  deceiving:  more  money  was  ap- 
propriated for  roads  and  canals  during 
Adams'  four  years  than  in  the  previous 
thirty-six  of  the  country's  history. 

Adams  entered  the  presidency  filled  with 
high  hopes.  In  his  inaugural  address,  and  in 
language  quaint  for  this  period,  proceeded 
imprudently  to  lay  out  the  program  of  his 
hopes:  "laws  promoting  the  improvements 
of  agriculture,  commerce,  manufactures  and 
cultivation  and  encouragement  of  the  me- 
chanic and  elegant  arts,  ornamental  and 
profound".  With  all  his  intellectual  bril- 
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liance and  years  of  experience  in  govern- 
ment, he  was  out  of  touch  with  his  times. 
He  represented  an  age  that  was  passing;  and 
by  both  temperment  and  intellect,  was 
unable  to  adapt  to  the  new  kind  of  policies 
that  was  emerging. 

Adams'  presidency  had  begun  under  a 
cloud— a  scarce  victory  by  election  in  the 
House  of  Representatives  and  undermined 
further  by  the  charge  of  Jackson  supporters 
that  it  was  won  by  a  corrupt  bargain  with 
Henry  Clay  who  became  his  Secretary  of 
State.  The  President  was  never  in  a  position 
of  control.  By  the  middle  of  his  presidential 
term,  the  control  of  both  houses  had  passed 
to  the  opiKtsition.  For  all  practical  purposes, 
the  movement  for  internal  improvements 
under  long  term  planning  had  ended.« 


JEFFERSON  AS  A  CENTRAL 
PLANNER— AS  SEEN  BY  FRANK 
P.  BOURGIN 

•  Mr.  MATSUNAGA.  Mr.  President, 
the  aphorism  that  those  who  forget 
history  are  doomed  to  repeat  the  mis- 
takes of  the  past  is  one  that  we  in  this 
body  should  always  bear  in  mind. 
Today's  legislative  problems  are  prod- 
ucts of  the  past,  and  by  placing  them 
in  historical  perspective,  we  can  see 
their  evolution  as  something  not  en- 
tirely unique  to  the  present  moment. 
Such  a  perspective  would  normally 
reduce  the  number  of  errors  in  the  leg- 
islative process. 

In  this  connection,  when  we  lift  our 
sights  from  specific  social  concerns  to 
general  philosophic  trends  in  our  po- 
litical history,  we  should  enlarge  the 
size  of  our  frame  of  historical  refer- 
ence. These  thoughts  come  to  mind  in 
connection  with  the  forthcoming  bi- 
centermial  of  the  adoption  of  that 
great  document  we  can  our  U.S.  Con- 
stitution. And  as  can  be  expected, 
there  are  a  number  of  organized 
groups  today  which  fully  intend  to  in- 
fluence this  observance  in  all  its  as- 
pects—both from  the  right  and  the 
left  of  the  political  spectrum,  in  addi- 
tion to  the  official  organization 
headed  by  former  Chief  Justice 
Burger. 

Mr.  President,  I  for  one  am  a  little 
dubious  about  attempts  to  justify  cur- 
rent governmental  policies— whether 
conservative  or  liberal— in  terms  of 
what  our  Founding  Fathers  had  in 
mind  for  their  day.  although  the 
drafters  of  the  Constitution  certainly 
designed  for  the  future  and  their 
result  has  met  the  test  of  time.  In 
looking  to  the  past  for  support  of  our 
philosophic  concepts,  rather  than  in- 
sights to  present  conditions,  we  are  too 
apt  to  seize  on  attractive  snapshots 
and  miss  the  panoramic  view— snap- 
shots which  can  lead  to  myths  in  our 
mind's  eye. 

Let  us,  for  example,  consider  the 
doctrine  of  laissez  faire.  as  articulated 
by  Adam  Smith  in  "The  Wealth  of  Na- 
tions," regarded  as  the  touchstone  for 
free  market  theories  of  today.  While 
this  work  was  published  in  1776,  when 
the  American  Revolution  broke  out. 


its  influence  took  years  to  gain  intel- 
lectual currency  at  a  time  when  the 
world  was  by  no  means  a  global  vil- 
lage. In  fact,  its  gestation  took  longer 
than  11  years  in  America. 

Recently,  Dr.  Allan  Saunders,  one  of 
the  educational  pioneers  in  my  State 
of  Hawaii  and.  indeed,  one  of  our 
country's  noted  political  scientists, 
brought  to  the  attention  of  Senator 
INOUYE  and  myself  a  paper  written  in 
the  1930's  by  Frank  P.  Bourgin.  then  a 
graduate  fellow. 

Bourgin  was  a  student  of  the  Far- 
rand  Records  of  the  Philadelphia  Con- 
stitutional Convention  of  1787.  This 
work  led  him  to  examine  the  ideas  of 
both  Thomas  Jefferson,  as  a  co- 
founder  with  Andrew  Jackson  of  the 
Democratic  Party,  and  Alexander 
Hamilton,  their  opposite  number  for 
the  Republicans,  as  proponents  of  na- 
tional planning.  Bourgin  subsequently 
became  an  independent  businessman 
and  later  an  official  of  the  Federal 
Emergency  Management  Agency;  he 
retired  several  years  ago. 

Mr.  President,  current  interpreters 
of  American  history  often  quote  an  ex- 
cerpt of  Jefferson's  first  inaugural  ad- 
dress as  President  to  suggest  that  this 
great  Founding  Father— who  was  not 
present  at  Philadelphia  in  1886— did 
not  believe  in  a  large  role  for  the  Fed- 
eral Government.  Hamilton,  on  the 
other  hand,  is  remembered  as  the  suc- 
cessful advocate  for  a  national  bank- 
ing institution.  Their  visions  of  the 
future  American  society  were  at  odds, 
as  were  their  guiding  philosophies. 
Today,  however,  in  this  bicameral  leg- 
islature called  for  in  that  Constitution 
of  bicentennial  observance,  we  contin- 
ue to  demonstrate  the  overarching 
truth  of  democracy  which  they  both 
recognized— that  people  need  not 
share  fundamental  beliefs  in  order  to 
work  together  for  national  comity. 
Both  Jefferson  and  Hamilton  agreed 
on  the  means  for  achieving  quite  dif- 
ferent societal  ends:  a  central  national 
government  capable  of  carrying  out 
long-range  planning. 

While  Hamilton  placed  his  emphasis 
on  a  financial  system  with  which  to 
nurture  manufacturing  and  interna- 
tional trade;  Jefferson,  in  line  with  his 
agrarian  vision,  concentrated  on  land 
and  transportation  planning,  doubling 
the  young  country's  boundaries  with 
the  Louisiana  Purchase  and  taking  the 
measure  of  the  North  American  Conti- 
nent by  commissioning  the  Lewis  and 
Clark  expedition.  Such  was  his 
breadth,  however,  that  Jefferson  was  a 
superb  educational  architect  as  well  as 
a  philosopher,  who  later  came  to  rec- 
ognize the  need  for  industry  as  well  as 
agriculture  in  the  new  Nation. 

Because  the  Bourgin  paper  on 
"Hamilton,  Jefferson  &  Co.:  National 
Planning  in  the  Early  Years  of  Our 
Republic"  adds  the  dimension  of  ac- 
complishment to  the  context  of  inau- 
gural rhetoric,  I  join  with  the  senior 


Senator  from  Hawaii  in  asking  that  it 
be  introduced  into  the  Congressional 
Record  at  this  point  so  that  Members 
and  others  may  gain  additional  insight 
into  the  thinking  and  objectives  of 
this  great  figure  from  our  coimtry's 
earliest  history.* 


THE  CENTENNIAL  OF  YESHIVA 
UNIVERSITY 

•  Mr.  MOYNIHAN.  Mr.  President, 
this  week  marks  the  100th  anniversary 
of  the  founding  of  Yeshiva  University. 
This  is  the  Nation's  oldest  and  largest 
university  which  serves  as  a  living  tes- 
tament to  the  durability  of  the  3.500- 
year-old  heritage  of  the  Jewish  faith 
and  its  place  in  the  contemporary 
world.  I  am  proud  to  be  an  honorary 
alumnus  of  this  university. 

The  beginnings  of  Yeshiva  Universi- 
ty date  back  to  1886.  with  the  found- 
ing of  Yeshiva  Etz  Chaim.  a  Jewish 
day  school.  In  1915.  Yeshiva  Etz 
Chaim  merged  with  the  Rabbi  Isaac 
Elchanan  Theological  Seminary.  This 
merger  was  the  beginning  of  the  insti- 
tution that  was  to  become  Yeshiva 
College  and  later  Yeshiva  University. 
Secular  and  religious  studies  from  sec- 
ondary through  college  level  were 
combined  in  a  program  designed  to 
meet  the  needs  of  Jewish  young 
people  as  they  began  to  adapt  and  con- 
tribute their  talents  to  the  land  in 
which  they  had  newly  settled. 

Since  then,  Yeshiva  University  has 
grown  from  a  vision  harbored  by  a 
small  group  of  immigrants  to  a  pres- 
tigious, mutifaceted  institution.  It 
celebrates  its  centennial  in  1986  with  a 
well-deserved  reputation  as  a  center  of 
learning  renowned  for  educational  ex- 
cellence. But.  at  the  same  time,  it 
maintains  a  concern  for  the  society 
which  it  serves,  offering  a  wide  range 
of  outreach  programs  designed  to  con- 
tribute to  the  overall  welfare  of  its 
surrounding  community  and  the 
Nation  as  a  whole. 

Today  Yeshiva  University  has  five 
undergraduate  schools  and  colleges,  a 
medical  school,  a  law  school,  and  grad- 
uate schools  of  social  work,  psycholo- 
gy, Jewish  education  and  Jewish  stud- 
ies. Some  7,000  students— 41  percent  of 
them  women— attend  the  university 
and  are  taught  by  a  full-time  faculty 
of  some  1,300  at  four  centers  in  Man- 
hattan and  the  Bronx,  as  well  as  at 
centers  in  Israel  and  Los  Angeles. 

On  Tuesday,  September  23.  the  U.S. 
Postal  Service  will  issue  a  commemora- 
tive stamp  honoring  Dr.  Bernard 
Revel,  the  first  president  of  Yeshiva 
University.  Indeed,  it  is  most  appropri- 
ate that  Dr.  Revel  be  included  in  the 
Postal  Service's  "Great  Americans" 
stamp  series. 

Dr.  Revel  was  one  of  the  most  irmo- 
vative  intellectuals  of  this  century.  He 
came  to  this  country  in  1906,  and  en- 
rolled in  the  Rabbi  Isaac  Elchanan 
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Theological  Seminary.  The  young 
scholar  became  fascinated  by  the  rich 
treasures  of  scholarship  available 
through  American  institutions  of 
higher  learning.  In  addition  to  his  im- 
pressive achievements  in  Jewish  stud- 
ies. Revel  also  pursued  courses  in  law, 
philosophy.  Oriental  languages,  and 
economics.  In  1909  he  received  a 
master  of  arts  degree  from  New  York 
University. 

On  September  11,  1912,  Bernard 
Revel  became  a  U.S.  citizen.  At  this 
time  just  6  short  years  after  his  arrival 
to  this  country.  Dr.  Revel's  scholar- 
ship and  breadth  of  knowledge  in  the 
arts  and  sciences,  as  well  as  in  Jewish 
studies,  had  come  to  the  attention  of 
the  national  Orthodox  Jewish  leader- 
ship. He  was  persuaded  to  assume  the 
presidency  of  the  institution  which 
would  later  evolve  into  Yeshiva  Col- 
lege and  finally.  Yeshiva  University. 
Dr.  Revel  served  as  president  through- 
out the  evolution  of  Yeshiva  Universi- 
ty until  his  death  on  December  2, 
1940.  His  greatest  legacy  was  the  cre- 
ation of  the  Nation's  first  liberal  arts 
college  under  Jewish  auspices  as  well 
as  the  introduction  of  graduate  stud- 
ies, the  product  of  his  vision  of  the 
synthesis  of  Jewish  and  general  stud- 
ies, which  led  to  the  establishment  of 
Yeshiva  University. 

The  university's  century-old  dream 
which  was  given  life  by  Dr.  Revel— the 
ideal  of  maintaining  a  cultural  identity 
while  preparing  to  serve  a  multicul- 
tural world— lives  on  in  the  heart  of 
every  new  student  who  is  now  prepar- 
ing to  face  the  challenges  of  the  21st 
century.  I  am  sure  that  the  entire 
Senate  joins  me  in  congratulating  Ye- 
shiva University  on  this  well-deserved 
honor  and  for  the  100th  anniversary 
of  the  founding  of  an  outstanding  in- 
stitution.* 


or  rancor.  The  questions  he  asked 
were  always  the  right  ones:  What  can 
we  do  to  improve  the  health  of  the 
American  people;  what  is  the  best  way 
to  achieve  cur  common  goals? 

It  was  an  exceptional  privilege  to 
work  closely  with  David  during  the  4- 
year  period  when  he  was  a  staff 
member  and  I  was  the  chairman  of  the 
Health  Subcommittee.  I  shall  miss  his 
wise  counsel,  his  technical  compe- 
tence, and  his  dedication  to  the  health 
of  the  American  people. 

I  would  like  to  express  my  deepest 
sympathies  to  his  wife,  Susan,  and  his 
children.  Heath  and  Shannon.  We  are 
all  poorer  as  the  result  of  David's  un- 
timely and  tragic  death.* 


bill  or  the  motion  to  proceed  to  prod- 
uct liability. 


UMI 


DAVID  WINSTON  REMEMBERED 

•  Mr.  KENNEDY.  Mr.  President,  it  is 
an  honor  for  me  to  join  my  colleagues 
in  remembering  David  Winston,  a 
former  adviser  to  the  Senate  Labor 
and  Human  Resources  Committee  on 
matters  of  health  care  policy. 

David  joined  the  Subcommittee  on 
Health  in  1977  and  worked  with  us 
until  1981.  I  must  confess  that  my 
staff  and  I  felt  some  trepidation  when 
we  learned  that  an  official  of  Ronald 
Reagan's  California  Welfare  Depart- 
ment—where David  was  then  work- 
ing—would be  joining  the  subcommit- 
tee. We  feared  that  the  spirit  of  bipar- 
tisan cooperation  and  dedication  to 
the  health  of  the  American  people 
which  had  marked  the  work  of  the 
subcommittee  might  be  marred  by  a 
more  ideological  and  partisan  ap- 
proach to  the  issues. 

But  when  David  arrived  and  we  got 
to  know  him,  we  could  not  have  been 
more  pleased.  David  approached  all 
health  issues  without  any  partisanship 


ORDER  FOR  TUESDAY 

RECESS  UNTIL  9130  A.M. 

Mr.  BOSCHWITZ.  Mr.  President, 
with  respect  to  the  business  of  the 
Senate  tomorrow,  I  ask  unanimous 
consent  that  once  the  Senate  com- 
pletes its  business  today,  it  stand  in 
recess  until  9:30  a.m.  on  Tuesday,  Sep- 
tember 23. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

RECOGNITION  OF  CERTAIN  SENATORS 

Mr.  BOSCHWITZ.  I  further  ask 
unanimous  consent  that  following  the 
recognition  of  the  two  leaders  under 
the  standing  order,  there  be  special 
orders  in  favor  of  each  of  the  follow- 
ing Senators  not  to  exceed  5  minutes 
each:  Senators  Hawkins,  Proxmire, 
Rockefeller,  Murkowski,  and 
Baucus. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered. 

ROUTINE  MORNING  BUSINESS 

Mr.  BOSCHWITZ.  I  further  ask 
unanimous  consent  that  following  the 
special  orders  just  identified  there  be 
a  period  for  the  transaction  of  routine 
morning  business  not  to  extend 
beyond  10:30  a.m.,  with  Senators  per- 
mitted to  speak  therein  for  not  more 
than  5  minutes  each. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


PROGRAM 


Mr.  BOSCHWITZ.  At  10:30  a.m.,  it 
will  be  the  intention  of  the  majority 
leader  to  begin  consideration  of  the 
highway  bill,  S.  2405,  or  to  continue 
consideration  of  the  motion  to  proceed 
to  product  liability.  Votes  can  be  ex- 
pected, the  majority  leader  advises,  in 
relation  to  these  measures. 

I  might  also  say  by  way  of  an  an- 
nouncement, Mr.  President,  that  the 
majority  leader  has  not  yet  decided 
whether  or  not  the  Senate  will  recess 
as  is  customary  on  Tuesday  between 
the  hours  of  noon  and  2  p.m.  but  that 
he  will  announce  his  intentions  in  the 
morning.  But  at  2  p.m.,  it  is  likely  that 
we  will  once  again  turn  to  the  highway 


RECESS  UNTIL  9:30  A.M. 
TOMORROW 

Mr.  BOSCHWITZ.  Mr.  President,  I 
move  that  the  Senate  stand  in  recess 
until  9:30  a.m.  tomorrow. 

The  motion  was  agreed  to,  and  at 
4:47  p.m.,  the  Senate  recessed  until  to- 
morrow, Tuesday,  September  23,  1986, 
at  9:30  a.m. 


NOMINATIONS 

Executive  nominations  received  by 
the  Senate  September  22,  1986: 

DEPARTMENT  OF  ENERGY 

Lawrence  F.  Davenport,  of  Virginia,  to  be 
an  Assistant  Secretary  of  Energy  (Manage- 
ment and  Administration),  vice  Martha  O. 
Hesse. 

National  Foundation  on  the  Arts  and  the 
Humanities 

John  Shelton  Reed,  Jr..  of  North  Caroli- 
na, to  be  a  Member  of  the  National  Council 
on  the  Humanities  for  a  term  expiring  Janu- 
ary 26,  1992,  vice  Louise  Ano  Nuevo  Kerr, 
term  expired. 

Small  Business  Administration 

Charles  R.  Gillum,  of  Virginia,  to  be  in- 
spector general,  Small  Business  Administra- 
tion, vice  Mary  F.  Wieseman. 
In  the  Army 

The  following-named  officer  for  perma- 
nent promotion  in  the  U.S.  Army  in  accord- 
ance with  the  appropriate  provisions  of  title 
10.  United  States  Code,  sections  624  and  628: 

ARMY  NURSE  CORPS 

To  be  lieutenant  colonel 
Diana  S.  Stepanili.  XXX-XX-XXXX 
In  the  Army 
The  following-named  officers  for  perma- 
nent promotion  in  the  U.S.  Army  and  ap- 
pointment into  the  Regular  Army  as  appro- 
priate, in  accordance  with  the  appropriate 
provisions  of  title  10.  United  States  Code: 
medical  service  corps 
To  be  major 

Alston.  Priscilla  M.,  XXX-XX-XXXX 
Anderson.  Donald  R..  XXX-XX-XXXX 
Arominski,  Edward  P.,  XXX-XX-XXXX 
Ball,  John  E.,  XXX-XX-XXXX 
Barnes,  Robert  D.,  XXX-XX-XXXX 
Bergsagel,  Carl  E.,  XXX-XX-XXXX 
Berthold.  Mark..  XXX-XX-XXXX 
Black.  Carol  A.,  XXX-XX-XXXX 
Bogardus,  John  E.,  Jr..  XXX-XX-XXXX 
Bolton,  Shirley  A.,  XXX-XX-XXXX 
Brown.  Kenneth  R.,  XXX-XX-XXXX 
Brown.  Sheila.,  XXX-XX-XXXX 
Burke.  James  E.,  XXX-XX-XXXX 
Cain,  David  M.,  XXX-XX-XXXX 
Caldwell,  Daniel  J.,  XXX-XX-XXXX 
Carter,  David  S.,  XXX-XX-XXXX 
Chandler,  David  W.,  XXX-XX-XXXX 
Chapman,  Nancy  G.,  XXX-XX-XXXX 
Christal.  Gary  W.,  XXX-XX-XXXX 
Cintron,  Angel  E.,  XXX-XX-XXXX 
Collyer,  Michael  R.,  XXX-XX-XXXX 
Daley,  Michael  D.,  XXX-XX-XXXX 
Dalton,  Raymond  P.,  XXX-XX-XXXX 
Desimone,  David  J.,  XXX-XX-XXXX 
Dodd,  Kenneth  M.,  XXX-XX-XXXX 
Donnenwerth.  Darwyn  D..  XXX-XX-XXXX 
Drury,  David  K..  XXX-XX-XXXX 
Dunlap,  Paul  W..  XXX-XX-XXXX 


Dunlap.  Wal 
Estes.  Willia 
Fairless,  Jan 
Fletcher,  Jai 
Foppiano,  K 
Forkey,  Jerr 
Poster,  Micli 
Poster,  Rob< 
Gaines,  Ken 
Garland,  Pr< 
Giambone.  i 
Green,  Keni 
Griffin,  Dar 
Gupta,  Raj  ] 
Gwyn,  Hem 
Hamilton,  G 
Handley.  Ga 
Hartley,  Mic 
Hendricks,  C 
Herr,  Gary  1 
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Hildredth.  C 
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Illich,  Stanli 
Jocz,  Richar 
Johnson,  Mi 
Jodan,  Time 
Karwatka.  J 
Kelsey,  Cha 
Kinslow.  Ga 
Kohler,  Pau 
Koskela,  Da 
Kotulak,  Jol 
Landry,  The 
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Lemon,  Stev 
Lewis,  Larry 
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McGibony.  ( 
Michaels,  Pi 
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Pieters,  Joh 
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Provencher, 
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Robbins,  Ra 
Rogers,  Jod 
Rogers,  We; 
Sanchez,  Ra 
Schilhab,  Jc 
Seal,  Lawtoi 
Semarge,  T! 
Shelton,  CU 
Sierra,  Nest 
Smith,  Greg 
Smith,  Noel 
Smythe,  Sti 
Spencer,  La 
Stafford,  Di 
Stanley,  Cla 
Tate,  Micha 
Templin,  Be 
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Ounlap.  Walter  R..  XXX-XX-XXXX 
Estes.  William  L..  XXX-XX-XXXX 
Fairless.  James  D.,  XXX-XX-XXXX 
Fletcher.  James  J.,  XXX-XX-XXXX 
Poppiano.  Kenneth  J.,  XXX-XX-XXXX 
Porkey,  Jerry  W.,  XXX-XX-XXXX 
Poster,  Michael  J.,  XXX-XX-XXXX 
Poster,  Robert  T.,  XXX-XX-XXXX 
Gaines,  Kenneth  R..  XXX-XX-XXXX 
Garland,  Frederick  N..  XXX-XX-XXXX 
Giambone.  Alfred  V.,  XXX-XX-XXXX 
Green,  Kenneth  V.,  XXX-XX-XXXX 
Griffin,  Darrell  E.,  III.  XXX-XX-XXXX 
Gupta,  Raj  K..  XXX-XX-XXXX 
Gwyn,  Herman  L.,  Jr.,  XXX-XX-XXXX 
Hamilton,  Glade  R..  XXX-XX-XXXX 
Handley.  Gary  W..  XXX-XX-XXXX 
Hartley,  Michael  W..  XXX-XX-XXXX 
Hendricks,  Carl  E..  XXX-XX-XXXX 
Herr,  Gary  E.,  XXX-XX-XXXX 
Hewitt,  Douglas,  XXX-XX-XXXX 
Hildredth.  Charles  S.,  XXX-XX-XXXX 
Hill,  Randall  J..  XXX-XX-XXXX 
Horning,  Leonard  B..  Jr.,  XXX-XX-XXXX 
Hughes,  James  D.,  XXX-XX-XXXX 
Hyde.  Garry  R..  XXX-XX-XXXX 
Illich,  Stanley  J.,  XXX-XX-XXXX 
Jocz,  Richard  J.,  XXX-XX-XXXX 
Johnson,  Michael  G..  XXX-XX-XXXX 
Jodan,  Timothy  J.,  XXX-XX-XXXX 
Karwatka.  Joseph,  XXX-XX-XXXX 
Kelsey,  Charles  T..  Ill,  XXX-XX-XXXX 
Kinslow.  Garland,  Jr.,  XXX-XX-XXXX 
Kohler.  Paul  D..  XXX-XX-XXXX 
Koskela.  David  M..  XXX-XX-XXXX 
Kotulak.  John  C.  XXX-XX-XXXX 
Landry,  Theodore  P.,  XXX-XX-XXXX 
Legrande,  Jeffrey  N.,  XXX-XX-XXXX 
Lemon,  Steven  M.,  XXX-XX-XXXX 
Lewis,  Larry  K.,  XXX-XX-XXXX 
Linthicum,  Kenneth  J.,  XXX-XX-XXXX 
McArthur.  Terry  L..  XXX-XX-XXXX 
McCollum,  Jeffery  L.,  XXX-XX-XXXX 
McGibony.  Charles  M..  XXX-XX-XXXX 
Michaels.  Paul  G..  XXX-XX-XXXX 
Miller,  Deborah  A..  XXX-XX-XXXX 
Mills,  Douglas  E..  XXX-XX-XXXX 
Moonan,  David  T..  XXX-XX-XXXX 
Moore.  Walter.  Jr..  XXX-XX-XXXX 
Morris.  William  D..  XXX-XX-XXXX 
Munger.  Duane  C,  XXX-XX-XXXX 
Oney,  Gerald  L.,  XXX-XX-XXXX 
Parker,  Michael  W.,  XXX-XX-XXXX 
Pengelly,  Michael  H.,  XXX-XX-XXXX 
Pieters,  John  R.,  XXX-XX-XXXX 
Polen,  Uoyd  L..  III.  XXX-XX-XXXX 
Preyer,  George  L..  XXX-XX-XXXX 
Provencher.  Marc  A..  XXX-XX-XXXX 
Ramirez.  Gilbert.,  XXX-XX-XXXX 
Reilly,  Paul  M.,  XXX-XX-XXXX 
Robbins,  Randolph  B.,  XXX-XX-XXXX 
Rogers,  Jody  R.,  XXX-XX-XXXX 
Rogers,  Wessie  C.  XXX-XX-XXXX 
Sanchez.  Ramon  M..  XXX-XX-XXXX 
Schilhab.  John  C.  XXX-XX-XXXX 
Seal.  Lawton  A..  XXX-XX-XXXX 
Semarge.  Thomas  J..  Jr..  XXX-XX-XXXX 
Shelton,  Claudie  M.,  Jr.,  XXX-XX-XXXX 
Sierra,  Nestor  A.,  XXX-XX-XXXX 
Smith,  Gregory  P..  XXX-XX-XXXX 
Smith,  Noel  L..  XXX-XX-XXXX 
Smythe.  Stuart  W..  Jr..  XXX-XX-XXXX 
Spencer,  Lanta  V..  XXX-XX-XXXX 
Stafford,  Darrel  E..  XXX-XX-XXXX 
Stanley.  Clarence.  Jr.,  XXX-XX-XXXX 
Tate,  Michael  G.,  XXX-XX-XXXX 
Templin,  Bobby  R.,  XXX-XX-XXXX 
Testa,  Michael  J.,  XXX-XX-XXXX 
Treadway,  Steven  G.,  XXX-XX-XXXX 
Trent,  Neal  H.,  Ill,  XXX-XX-XXXX 
Vanderhamm,  Dale  G.,  XXX-XX-XXXX 
Vandervoort,  Peter  A..  XXX-XX-XXXX 
Voetsch,  John  A.,  IV,  XXX-XX-XXXX 
Walker,  Thomas  S.,  II.,  XXX-XX-XXXX 
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Walsh.  James  P..  XXX-XX-XXXX 
Waters.  David  L..  XXX-XX-XXXX 
West,  Johnny  L..  XXX-XX-XXXX 
Williams.  Dennis  L..  XXX-XX-XXXX 
Young.  Anthony  W..  XXX-XX-XXXX 
Zauner.  Michael  E.,  Jr..  XXX-XX-XXXX 

ARMY  MEDICAL  SPECIALIST  CORPS 

To  be  major 
Benson.  Cindy  J.,  XXX-XX-XXXX 
Deyle.  Gail  D..  XXX-XX-XXXX 
Digilio,  Catherine  D..  XXX-XX-XXXX 
Hauret,  Keith  G.,  XXX-XX-XXXX 
Metzger,  Debra  J..  XXX-XX-XXXX 
O'Brien.  Valerie  J..  XXX-XX-XXXX 
Obusek,  John  P..  XXX-XX-XXXX 

VETERINARY  CORPS 

To  be  major  . 
Adamson.  Robert  V..  XXX-XX-XXXX 
Bley.  John  A..  Jr..  XXX-XX-XXXX 
Burris.  Jennifer.  A..  XXX-XX-XXXX 
Corcoran.  Kevin  D.,  XXX-XX-XXXX 
Elkins,  William  R..  XXX-XX-XXXX 
Flynn.  Bernard  M.,  XXX-XX-XXXX 
Fritz,  David  L.,  XXX-XX-XXXX 
Fritz.  Patricia  E.,  XXX-XX-XXXX 
Harris.  Richard  A.,  XXX-XX-XXXX 
Hayward,  Isaac  J..  XXX-XX-XXXX 
Jones.  Charles  E..  Jr..  XXX-XX-XXXX 
King.  Alan  D..  XXX-XX-XXXX 
Ragland.  Danny  R..  XXX-XX-XXXX 
Rhodes,  Lowrey  L.,  Jr..  XXX-XX-XXXX 
Sneed.  James  I..  Jr.,  XXX-XX-XXXX 
Stanley.  Otis  L..  XXX-XX-XXXX 
Stiefel,  Steven  M..  XXX-XX-XXXX 
Topper.  Michael  J..  XXX-XX-XXXX 
Wempe,  John  M..  XXX-XX-XXXX 

ARMY  NURSE  CORPS 

To  be  major 
Allen.  Steven  D..  XXX-XX-XXXX 
Aponteoquendo.  Margarita.  XXX-XX-XXXX 
Bagnell.  Margaret  E..  XXX-XX-XXXX 
Bailer.  Patricia  M..  XXX-XX-XXXX 
Beard.  Suk  K..  XXX-XX-XXXX 
Bell.  Debulon  E.,  XXX-XX-XXXX 
Bennett.  Dennis  L.,  XXX-XX-XXXX 
Bennett.  Regina  K..  XXX-XX-XXXX 
Bernard.  Cynthia  A..  XXX-XX-XXXX 
Booth.  Mary  K..  XXX-XX-XXXX 
Brazil,  Ann,  XXX-XX-XXXX 
Brock.  Margo  D..  XXX-XX-XXXX 
Brown,  Carol  B..  XXX-XX-XXXX 
Bruce.  Marcella  J..  XXX-XX-XXXX 
Bryant.  Elizabeth  A..  XXX-XX-XXXX 
Buzzelli.  Michael  J..  XXX-XX-XXXX 
Calder,  Michael  A.,  XXX-XX-XXXX 
Carnovale.  Mary  P..  XXX-XX-XXXX 
Carrow,  Harold  J..  III.  XXX-XX-XXXX 
Choi.  Brenda  S..  XXX-XX-XXXX 
Clay.  Patricia  A.,  XXX-XX-XXXX 
Cobb.  Christine  E..  XXX-XX-XXXX 
Dahl.  Lynn  P..  XXX-XX-XXXX 
Dahlander.  Robert  C.  XXX-XX-XXXX 
Davidson.  Laura  L..  XXX-XX-XXXX 
Davis,  Lee  M..  XXX-XX-XXXX 
Daze.  Susan  I..  XXX-XX-XXXX 
Deeter.  Barbara  L..  XXX-XX-XXXX 
Deruvo.  Sharon  S..  XXX-XX-XXXX 
Dimeglio.  Patricia  A..  XXX-XX-XXXX 
Divelbliss.  Debra.  J..  XXX-XX-XXXX 
Doggett.  Richard  C.  XXX-XX-XXXX 
Donahue.  Patrick  J..  XXX-XX-XXXX 
Donaldson.  Robert  D.,  XXX-XX-XXXX 
Eagan,  Janet  R.,  XXX-XX-XXXX 
Edwards.  Deborah  R..  XXX-XX-XXXX 
Eitzen.  Joan  P..  XXX-XX-XXXX 
EUer.  Barbara  P.,  XXX-XX-XXXX 
Elrod.  Diane  C.  XXX-XX-XXXX 
Etnyre.  Annette  E..  XXX-XX-XXXX 
Everson.  Larry  E..  XXX-XX-XXXX 
Ewinglonczak.  Debra  L..  XXX-XX-XXXX 
Ferro.  Kenneth  C.  XXX-XX-XXXX 
Fleshin.  Diane  J..  XXX-XX-XXXX 


Fleshin,  Richard  D.,  XXX-XX-XXXX 
Fleshman.  Kathy  O.,  XXX-XX-XXXX 
Forestell,  Francine  E..  XXX-XX-XXXX 
Forsythe.  Melissa  A..  XXX-XX-XXXX 
Frederick.  William  C.  XXX-XX-XXXX 
Frizell,  Garry  G.,  XXX-XX-XXXX 
Gaillard.  Gladys  M..  XXX-XX-XXXX 
Gaston.  Deborah  S..  XXX-XX-XXXX 
Gebhart.  Ellen  M..  XXX-XX-XXXX 
Gibbons.  Rosemarie  Y..  XXX-XX-XXXX 
Gilliam,  Linda  J..  XXX-XX-XXXX 
Gilreath.  Elijah  J.  Jr..  XXX-XX-XXXX 
Glenn.  Mary  A..  XXX-XX-XXXX 
Gray.  Yolanda  A..  XXX-XX-XXXX 
Gruber.  Dana.  XXX-XX-XXXX 
Haas.  Richard  E..  XXX-XX-XXXX 
Haley.  David  L..  XXX-XX-XXXX 
Hanke.  James  A..  XXX-XX-XXXX 
Harden,  Howard  C.  XXX-XX-XXXX 
Hart.  Betty  J..  XXX-XX-XXXX 
Havas.  Kim  D..  XXX-XX-XXXX 
Henry.  Jill  D..  XXX-XX-XXXX 
Hinson.  Nolan  J..  XXX-XX-XXXX 
Hofman.  Dean  A..  XXX-XX-XXXX 
Hudson.  Beverly  K..  XXX-XX-XXXX 
Ivey.  Donald  P..  XXX-XX-XXXX 
Janny.  Stephen  J..  XXX-XX-XXXX 
Jenkins.  Tracey  L.,  XXX-XX-XXXX 
Jewitt.  Maureen,  XXX-XX-XXXX 
Johnson.  Kim  M..  XXX-XX-XXXX 
Johnston.  Mary  B..  XXX-XX-XXXX 
Jones.  Maudie  F..  XXX-XX-XXXX 
Jones.  Theresa  V..  XXX-XX-XXXX 
Jurgensmeier.  Leland  L.,  XXX-XX-XXXX 
Kanner.  Paula  A..  XXX-XX-XXXX 
Karnofsky.  Jeannette  E..  XXX-XX-XXXX 
Kuykendall.  Deborah  K.,  XXX-XX-XXXX 
Lamontagne.  Camille,  XXX-XX-XXXX 
Lansford,  Amy  P.,  XXX-XX-XXXX 
Laws.  Linda  S..  XXX-XX-XXXX 
Leahy.  Mary  J..  XXX-XX-XXXX 
Levee.  Robert  C.  XXX-XX-XXXX 
Linton.  Hyacinth  V..  XXX-XX-XXXX 
Lomax.  Debbie  J..  XXX-XX-XXXX 
Ludwig.  Sally  B..  XXX-XX-XXXX 
Mahanti.  Bijoy  K..  XXX-XX-XXXX 
Manning.  Lois  J..  XXX-XX-XXXX 
Martin,  Jerry  D..  XXX-XX-XXXX 
Matthews,  Patricia  A..  XXX-XX-XXXX 
McAnallen.  Kathleen.  XXX-XX-XXXX 
McNabb.  Laurie  A..  XXX-XX-XXXX 
Menter.  Kathleen  A..  XXX-XX-XXXX 
Milford.  Elizabeth  A..  XXX-XX-XXXX 
Monahan.  Peggy  L.,  XXX-XX-XXXX 
Murdock.  Eugene  J..  Jr..  XXX-XX-XXXX 
Mygrant.  Brenda  I..  XXX-XX-XXXX 
Newcomb.  Shirley  I..  XXX-XX-XXXX 
Odell,  Phyllis  J..  XXX-XX-XXXX 
Okubo.  Annie  A..  XXX-XX-XXXX 
Olsen.  Janice  A..  XXX-XX-XXXX 
Ostmann,  Ronald  B..  XXX-XX-XXXX 
Patrick.  Roy  E..  XXX-XX-XXXX 
Perkins.  Charles  B.,  XXX-XX-XXXX 
Pierce,  Carol  J..  XXX-XX-XXXX 
Pittman.  Constance  L..  XXX-XX-XXXX 
Plemenik.  Diane  J..  XXX-XX-XXXX 
Plooster.  Lois  E..  XXX-XX-XXXX 
Pritham.  Ursula  A..  XXX-XX-XXXX 
Rang.  David  H..  XXX-XX-XXXX 
Reagen.  Mary  S..  XXX-XX-XXXX 
Reed.  Josephine  M..  XXX-XX-XXXX 
Reid,  Robert  D.,  XXX-XX-XXXX 
Reinhart.  Susan  I..  XXX-XX-XXXX 
Ristau.  Lydia  R..  XXX-XX-XXXX 
Rizzo.  Jeffrey  A..  XXX-XX-XXXX 
Savage.  Analiza  Y..  XXX-XX-XXXX 
Schmidt.  Anita  J..  XXX-XX-XXXX 
Schreck,  Milagros  B..  XXX-XX-XXXX 
Schulte.  Daneen  T..  XXX-XX-XXXX 
Schulz.  Elaine  M..  XXX-XX-XXXX 
Shanahan.  Susan  S..  XXX-XX-XXXX 
Shaw,  Gloria  B..  XXX-XX-XXXX 
Silvers.  Selah  G..  III.  XXX-XX-XXXX 
Simmons,  Eddie  J..  XXX-XX-XXXX 


25152 

Skipper.  Martha  J..  XXX-XX-XXXX 
Slone.  Francisca  M.,  XXX-XX-XXXX 
Smith.  Thomas  A..  XXX-XX-XXXX 
Snyder.  Mary  E..  XXX-XX-XXXX 
Sperling.  Eileen  M..  XXX-XX-XXXX 
Stowe.  Charles  E..  XXX-XX-XXXX 
Talbott.  Donna  L..  XXX-XX-XXXX 
Temple.  Unda  I.,  XXX-XX-XXXX 
Towley.  Kristin  E..  XXX-XX-XXXX 
Travnicek.  Janet  A..  XXX-XX-XXXX 
Troxell.  Mary  L..  XXX-XX-XXXX 
Vanderbilt.  Ludie  M..  XXX-XX-XXXX 
Volli.  Joseph  W..  XXX-XX-XXXX 
Wade.  Patricia  R..  XXX-XX-XXXX 
Walk.  Bette  L..  XXX-XX-XXXX 
Wallace.  Arthur  P..  XXX-XX-XXXX 
Washington.  John  E..  Jr.,  XXX-XX-XXXX 
Wesley.  Heidi  L..  XXX-XX-XXXX 
Wiggin.  Huberta  S..  XXX-XX-XXXX 
Williams.  Robert  E..  XXX-XX-XXXX 
Williamson.  Gail  J..  XXX-XX-XXXX 
Wyatt.  Dennis  W..  XXX-XX-XXXX 
Yoder.  Unda  H..  XXX-XX-XXXX 
Zager.  Larry  K..  XXX-XX-XXXX 
Zunich,  Sheryl  A..  XXX-XX-XXXX 
In  the  Army 
The  following-named  officers  for  appoint- 
ment in  the  U.S.  Army  in  accordance  with 
the    appropriate    provisions    of    title    10. 
United  States  Code: 

ARMY 

To  be  colonel 
Abbott.  Michael  H..  XXX-XX-XXXX 
Abrams.  John  N..  XXX-XX-XXXX 
Ackels.  Alden  D..  XXX-XX-XXXX 
Adam.  Leroy  A..  XXX-XX-XXXX 
Adams.  Nolan  J..  XXX-XX-XXXX 
Ahrens.  Roger  W..  XXX-XX-XXXX 
Aldrich.  Clifton  H..  XXX-XX-XXXX 
Alexander.  Edward  G..  XXX-XX-XXXX 
Allen.  Cary  D..  XXX-XX-XXXX 
Allport.  George  H..  II.  XXX-XX-XXXX 
Anderson.  Cecil  T  .  XXX-XX-XXXX 
Andrews,  Michael  A.,  XXX-XX-XXXX 
Anthony.  Henry  G..  Jr..  XXX-XX-XXXX 
Appier.  Donald  E..  XXX-XX-XXXX 
Applin.  f  --ank  M..  XXX-XX-XXXX 
Armijo.  Gabriel  C.  XXX-XX-XXXX 
Arthur.  David  W.,  XXX-XX-XXXX 
Augsburger.  Grayson  T..  XXX-XX-XXXX 
Austin.  Andrew  L.,  XXX-XX-XXXX 
Avant.  Jack  B..  XXX-XX-XXXX 
Azuma.  Eric  K.,  XXX-XX-XXXX 
Babich.  James  M..  XXX-XX-XXXX 
Ball.  Michael  G.,  XXX-XX-XXXX 
Ballard.  Joe  N.,  XXX-XX-XXXX 
Banta.  Donald  J..  XXX-XX-XXXX 
Barber.  Paul  P..  XXX-XX-XXXX 
Bamhill.  Jerry  R..  XXX-XX-XXXX 
Bauer.  Stephen  M..  XXX-XX-XXXX 
Behler.  Gene  R..  XXX-XX-XXXX 
Best.  David  S..  XXX-XX-XXXX 
Bettin.  Patrick  J..  XXX-XX-XXXX 
Bezek.  Robert  J..  XXX-XX-XXXX 
Bickel.  Charles  W..  XXX-XX-XXXX 
Bischoff.  Robert  C.  XXX-XX-XXXX 
Bishop.  Gilbert  L..  XXX-XX-XXXX 
Blacker.  Blair  K..  XXX-XX-XXXX 
Blaylock.  James  R..  XXX-XX-XXXX 
Blood.  George  H..  XXX-XX-XXXX 
Boddie.  James  W..  Jr..  XXX-XX-XXXX 
Bodelson.  Patrick  J..  XXX-XX-XXXX 
Boegler.  Kermeth  G..  XXX-XX-XXXX 
Bolin,  Daniel  H..  XXX-XX-XXXX 
Boyd.  Clinton  B..  XXX-XX-XXXX 
Boyd,  Morris  J..  XXX-XX-XXXX 
Braun.  Bruce  A.,  XXX-XX-XXXX 
Brede.  Lawrence.  Jr..  XXX-XX-XXXX 
Briscoe.  Charles  H..  XXX-XX-XXXX 
Brock.  George  R..  XXX-XX-XXXX 
Brownlee.  William  R..  XXX-XX-XXXX 
Buchan.  James  C.  XXX-XX-XXXX 
Buchholz,  Douglas  D..  XXX-XX-XXXX 
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Buford.  Alfred  E..  XXX-XX-XXXX 
Buntz.  Burke  O..  XXX-XX-XXXX 
Burch,  Harold  E..  XXX-XX-XXXX 
Burch.  William  C.  XXX-XX-XXXX 
Burckhardt,  Marland  J..  XXX-XX-XXXX 
Burnette.  Larry  R..  XXX-XX-XXXX 
Burpee.  David  H..  XXX-XX-XXXX 
Burtnett.  John  W..  Jr..  XXX-XX-XXXX 
Bush.  John  R..  XXX-XX-XXXX 
Cabaniss.  Edward  H.  V..  XXX-XX-XXXX 
Cabell.  Lawrence  C.  XXX-XX-XXXX 
Caggiano.  Anthony  F..  XXX-XX-XXXX 
Cahill.  Peter  J..  XXX-XX-XXXX 
Cain.  Joel  M..  XXX-XX-XXXX 
Campbell,  Douglas  B.,  XXX-XX-XXXX 
Carlson,  Kenneth  G.,  XXX-XX-XXXX 
Cato,  Robert  B..  XXX-XX-XXXX 
Cerone,  Daniel  T..  XXX-XX-XXXX 
Chantelau,  William  J.,  XXX-XX-XXXX 
Chapman,  Thaddius,  XXX-XX-XXXX 
Charles,  Frederick  J.,  II,  XXX-XX-XXXX 
Chavez,  Juan  I.,  XXX-XX-XXXX 
Chessnoe,  John  M.,  XXX-XX-XXXX 
Christy,  William  B.,  XXX-XX-XXXX 
Cimral.  Ted  A.,  XXX-XX-XXXX 
Clark,  Asa  A.  V.,  XXX-XX-XXXX 
Clark,  Hugh  D.,  XXX-XX-XXXX 
Clark,  William  B.,  XXX-XX-XXXX 
Clark.  William  E..  XXX-XX-XXXX 
Clegg.  Ronald  W..  XXX-XX-XXXX 
Clements.  Theodore  S..  XXX-XX-XXXX 
Cobb.  Douglas  H..  XXX-XX-XXXX 
Cochran,  Franklin  H.,  XXX-XX-XXXX 
Cocks,  Alan  R.,  XXX-XX-XXXX 
Coffey,  Robert  S.,  XXX-XX-XXXX 
Colgan,  Eugene  D.,  XXX-XX-XXXX 
Concannon,  John  F.,  Ill,  XXX-XX-XXXX 
Connolly,  William  J.,  XXX-XX-XXXX 
Conrad,  Thomas  F.,  XXX-XX-XXXX 
Cook,  Jeffrey  M.,  XXX-XX-XXXX 
Cook,  Joseph  L.,  XXX-XX-XXXX 
Corbin,  James  E.,  XXX-XX-XXXX 
Corcoran,  Charles  A.P.,  XXX-XX-XXXX 
Cornick,  Thomas  H.,  XXX-XX-XXXX 
Coughlin,  John  F.,  XXX-XX-XXXX 
Coverstone,  James  M..  III.  XXX-XX-XXXX 
Cowan,  Charles  E.,  Jr..  XXX-XX-XXXX 
Craig.  Aubrey  D..  XXX-XX-XXXX 
Crawford.  Gerald  E.,  XXX-XX-XXXX 
Creel.  Joe  C.  XXX-XX-XXXX 
Crocker.  George  A.,  XXX-XX-XXXX 
Crocker.  George  K.,  XXX-XX-XXXX 
Csoka.  Louis  S..  XXX-XX-XXXX 
Cullen.  Peter.  XXX-XX-XXXX 
Curtis.  William  A..  XXX-XX-XXXX 
Dahlen,  Karl  R..  XXX-XX-XXXX 
Daly,  Lawrence  T.,  XXX-XX-XXXX 
Davis,  Chester  H.,  XXX-XX-XXXX 
Dean,  Wilbert  M.,  XXX-XX-XXXX 
Defrancisco.  Joseph  E..  XXX-XX-XXXX 
Dejong.  Robert  V..  Jr..  XXX-XX-XXXX 
Delisanti,  Neal  J.,  XXX-XX-XXXX 
Devine,  Michael  R.,  XXX-XX-XXXX 
Dimsdale.  Roger,  XXX-XX-XXXX 
Donaldson.  Charles  W..  XXX-XX-XXXX 
Donnan,  Edward  F.,  Jr.,  XXX-XX-XXXX 
Donnithorne,  Larry  R.,  XXX-XX-XXXX 
Dorsey,  Mercer  M.,  Jr.,  XXX-XX-XXXX 
Douglass.  David  G..  XXX-XX-XXXX 
Dowden.  Russell  H.,  Jr..  XXX-XX-XXXX 
Dowling,  Ted  K.,  XXX-XX-XXXX 
Doyle,  James  T.,  XXX-XX-XXXX 
Dubay,  Donald  A..  XXX-XX-XXXX 
Duck,  Theodore  A.  XXX-XX-XXXX 
Earp,  Edwin  L.,  XXX-XX-XXXX 
Ellis,  Larry  R..  XXX-XX-XXXX 
Engle.  Clifford  L.,  XXX-XX-XXXX 
Eyler.  Christopher  B..  XXX-XX-XXXX 
Farmelo.  Gene  R..  XXX-XX-XXXX 
Parrell.  Henry  R..  XXX-XX-XXXX 
Farris,  Karl,  XXX-XX-XXXX 
Featherston,  George  D.,  Jr.,  XXX-XX-XXXX 
Featherston.  Michael  S..  XXX-XX-XXXX 
Feret.  John  M.  E..  XXX-XX-XXXX 


Fergusson.  Thomas  G,.  XXX-XX-XXXX 
Fiebig,  Heinz.  XXX-XX-XXXX 
Finch,  Alfred  J.,  XXX-XX-XXXX 
Fincke.  Dale  E.,  XXX-XX-XXXX 
Floca,  Samuel  W.,  Jr..  XXX-XX-XXXX 
Forville,  David  R..  XXX-XX-XXXX 
Foster.  Garry  D..  XXX-XX-XXXX 
Fousek.  Richard  J..  XXX-XX-XXXX 
Fowler.  James  R..  XXX-XX-XXXX 
Foy.  June  M..  XXX-XX-XXXX 
Fraser.  James  H..  Jr..  XXX-XX-XXXX 
Frederick.  James  L..  XXX-XX-XXXX 
Fry.  Michael  D..  XXX-XX-XXXX 
Fuhrman.  Russell  L..  XXX-XX-XXXX 
Fuller.  Cornell.  XXX-XX-XXXX 
Fulmer.  John  A..  XXX-XX-XXXX 
Galloway,  Joseph  W..  XXX-XX-XXXX 
Garraway.  Samuel  W..  Jr..  XXX-XX-XXXX 
Gass.  James  M.,  XXX-XX-XXXX 
Genetti,  Thomas  R.,  XXX-XX-XXXX 
Gerald.  Stuart  W..  XXX-XX-XXXX 
Gerlach.  Stephen  R..  XXX-XX-XXXX 
Gilmore.  Lee  R..  XXX-XX-XXXX 
Ginsberg.  Alvin  L..  XXX-XX-XXXX 
Gipson.  Arthur  J..  XXX-XX-XXXX 
Goodwin.  Lawrence  B.,  Jr.,  XXX-XX-XXXX 
Gorski,  Richard  V.,  XXX-XX-XXXX 
Goss.  Barry  W..  XXX-XX-XXXX 
Gragg.  Larry  L..  XXX-XX-XXXX 
Gravois.  John  M..  XXX-XX-XXXX 
Green.  Gary  L..  XXX-XX-XXXX 
Green.  James  E..  Jr..  XXX-XX-XXXX 
Greene.  Lee  F..  XXX-XX-XXXX 
Greenhouse.  Aloysius.  XXX-XX-XXXX 
Gregg.  Steven  C.  XXX-XX-XXXX 
Griffin.  Roger  A..  XXX-XX-XXXX 
Gruner.  Kenneth  A..  XXX-XX-XXXX 
Guy.  Robert  A..  XXX-XX-XXXX 
Hagen.  John  F.,  XXX-XX-XXXX 
Haight,  Rubert  Q.,  Jr..  XXX-XX-XXXX 
Hair.  Dwight  E..  XXX-XX-XXXX 
Halvorson.  Colin  O..  XXX-XX-XXXX 
Hardin.  James  C,  XXX-XX-XXXX 
Harding,  Kenneth  W.,  XXX-XX-XXXX 
Harkins,  Gerald  R.,  XXX-XX-XXXX 
Harley,  George  E..  XXX-XX-XXXX 
Harman,  Steven  C,  Jr.,  XXX-XX-XXXX 
Harmeyer,  George  H.,  XXX-XX-XXXX 
Harris.  Bruce  A.,  XXX-XX-XXXX 
Harris.  Edwin  C.  XXX-XX-XXXX 
Hartline,  Franklin  Y..  XXX-XX-XXXX 
Haseman.  John  B..  XXX-XX-XXXX 
Hawthorne.  James  N.,  Jr.,  XXX-XX-XXXX 
Hecker.  William  F..  Jr..  XXX-XX-XXXX 
Heebner.  David  K..  XXX-XX-XXXX 
Henderson.  James  A..  XXX-XX-XXXX 
Hennessey,  James  T..  Jr..  XXX-XX-XXXX 
Hewitt.  Lelane  H..  XXX-XX-XXXX 
Hibbard.  Ronald  D..  XXX-XX-XXXX 
Hickerson,  Patricia  R.P..  XXX-XX-XXXX 
Hicks,  David  H..  XXX-XX-XXXX 
Hicks.  Norman  A..  XXX-XX-XXXX 
Hicks.  Robert  R.,  Jr..  XXX-XX-XXXX 
Higgins.  Robert  W..  XXX-XX-XXXX 
Hoffman.  Peter  D..  XXX-XX-XXXX 
Holcomb.  Larry  D..  XXX-XX-XXXX 
Holder.  James  R..  XXX-XX-XXXX 
Holder.  Leonard  D..  Jr..  XXX-XX-XXXX 
Holland.  Francis  B..  XXX-XX-XXXX 
Holtz.  Douglas  J..  XXX-XX-XXXX 
Hotard.  Ernest  P..  XXX-XX-XXXX 
Hotop.  Arthur  R..  XXX-XX-XXXX 
House.  Jonathan  W.,  XXX-XX-XXXX 
Huff.  William  S..  II.  XXX-XX-XXXX 
Hughes.  Patrick  M..  XXX-XX-XXXX 
Hughes.  William  D.,  XXX-XX-XXXX 
Huizi,  Richard  A.,  XXX-XX-XXXX 
Irby,  Richard  L.,  Jr.,  XXX-XX-XXXX 
Isham.  Arthur  D..  XXX-XX-XXXX 
Jackson.  Andrew  L..  Jr..  XXX-XX-XXXX 
Jackson.  Lawrence  M..  II.  XXX-XX-XXXX 
Jackson.  Louis  M..  XXX-XX-XXXX 
Jacobsen.  Garald  R..  XXX-XX-XXXX 
Jakobson.  Ronald  D.,  XXX-XX-XXXX 


Jandreau.  Jar 
Jeffries.  Lewi; 
Jernigan.  Pat 
Johnson.  Gar 
Johnson,  Pet( 
Johnston.  Ro: 
Jones.  David ' 
Jones.  Herma 
Jones.  James 
Jordan.  Larry 
Kail.  William 
Kaplan.  Mich 
Katz.  Darrell 
Keith.  John  I 
Kelleher.  Dai 
Keller.  Ulrich 
Kelly.  James 
Kelly.  John  V 
Kelsey.  Jame; 
Kelsey.  John 
Kelsey.  Rona 
Kemp.  Jerry  i 
Kennedy.  Lee 
Kenny.  Patri( 
Keravuori.  Jo 
Kernan.  Willi 
Kerr.  Robert 
Kiilehua.  Cec 
King.  George 
King.  James  ] 
Kline.  David 
Kline.  Richar 
Knapp.  Richs 
Knowles.  Joh 
Koller.  Conra 
Koropey,  Ole 
Koy,  Kennetl 
Kraus,  James 
Krause,  Mich 
Kubasko,  Wa 
Kulvich,  Rob 
Kutter,  Wolf 
Kuykendall,  i 
Lackey,  Jimn 
Lain.  Charles 
Lander.  Josep 
Lane.  Richan 
Lamed.  Danii 
Larrabee.  Wil 
Lawless.  Berr 
Leach.  Lanse 
Lecuyer.  Jack 
Lemley.  Kenc 
Levine.  Barry 
Licata.  Ignazi 
Linley.  John 
Lockett.  Carl 
Locurcio.  Ral 
Loftin,  Willia 
Long.  Wayne 
Longhouser. , 
Lyles.  Sammi 
Lyons.  John  1 
Macwillie.  St( 
Maggart.  Lon 
Magruder,  La 
Maher,  John 
Malaney.  Dei 
Malcolm.  Jer 
Manning.  Jar 
Marinovich.  1 
Marm,  Walte 
Mather.  Walt 
Maxie.  Keith 
McArthur,  C( 
McCaa.  Burw 
McCloskey.  C 
McCloud.  Jol 
McColl.  Wins 
McDonell.  Mi 
McDonough. 
McEliece.  Jai 
McFarlin.  To 
McFarren.  Fi 
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Jandreau.  James  L.,  XXX-XX-XXXX 
Jeffries.  Lewis  I..  XXX-XX-XXXX 
Jernigan.  Patricia  A..  H.  XXX-XX-XXXX 
Johnson,  Gary  D..  XXX-XX-XXXX 
Johnson,  Peter  B.,  XXX-XX-XXXX 
Johnston,  Ronald  T.,  XXX-XX-XXXX 
Jones,  David  T.,  XXX-XX-XXXX 
Jones,  Herman  H.,  XXX-XX-XXXX 
Jones,  James  N..  XXX-XX-XXXX 
Jordan,  Larry  R.,  XXX-XX-XXXX 
Kail,  William  E.,  XXX-XX-XXXX 
Kaplan,  Michael  P.,  XXX-XX-XXXX 
Katz,  Darren  W.,  XXX-XX-XXXX 
Keith,  John  P..  XXX-XX-XXXX 
Kelleher,  Daniel  M.,  XXX-XX-XXXX 
Keller,  Ulrich  H..  XXX-XX-XXXX 
Kelly,  James  M.,  XXX-XX-XXXX 
Kelly,  John  H.,  XXX-XX-XXXX 
Kelsey,  James  H.P.,  XXX-XX-XXXX 
Kelsey,  John  S..  XXX-XX-XXXX 
Kelsey,  Ronald  S.,  XXX-XX-XXXX 
Kemp,  Jerry  C,  XXX-XX-XXXX 
Kennedy,  Leo  R.,  Jr.,  XXX-XX-XXXX 
Kenny,  Patrick  D.,  Jr.,  XXX-XX-XXXX 
Keravuori,  Jouni,  XXX-XX-XXXX 
Kernan,  William  P.,  XXX-XX-XXXX 
Kerr.  Robert  D.,  XXX-XX-XXXX 
Kiilehua.  Cecil  W.,  XXX-XX-XXXX 
King,  George  W.,  XXX-XX-XXXX 
King.  James  P.,  XXX-XX-XXXX 
Kline,  David  A.,  XXX-XX-XXXX 
Kline,  Richard  D.,  XXX-XX-XXXX 
Knapp,  Richard  J.,  Jr.,  XXX-XX-XXXX 
Knowles,  John  D.,  XXX-XX-XXXX 
Koller,  Conrad  P..  XXX-XX-XXXX 
Koropey.  Oleh  B..  XXX-XX-XXXX 
Koy,  Kenneth  C.  XXX-XX-XXXX 
Kraus,  James  W.,  XXX-XX-XXXX 
Krause,  Michael  D.,  XXX-XX-XXXX 
Kubasko,  Wayne  P..  XXX-XX-XXXX 
Kulvich.  Robert  G..  XXX-XX-XXXX 
Kutter,  Wolf  D..  XXX-XX-XXXX 
Kuykendall.  Anthony  N..  XXX-XX-XXXX 
Lackey.  Jimmie  R..  XXX-XX-XXXX 
Lalli.  Charles  G..  XXX-XX-XXXX 
Lander.  Joseph  N.,  XXX-XX-XXXX 
Lane,  Richard  J.,  XXX-XX-XXXX 
Lamed,  Daniel  R..  XXX-XX-XXXX 
Larrabee.  Willis  P..  XXX-XX-XXXX 
Lawless,  Bernard  J.,  XXX-XX-XXXX 
Leach,  Lanse  M.,  XXX-XX-XXXX 
Lecuyer.  Jack  A..  XXX-XX-XXXX 
Lemley.  Kendall  M..  XXX-XX-XXXX 
Levine,  Barry  W..  XXX-XX-XXXX 
Licata,  Ignazio  J..  XXX-XX-XXXX 
Linley.  John  C.  Jr..  XXX-XX-XXXX 
Lockett,  Carl  L.,  XXX-XX-XXXX 
Locurcio,  Ralph  V..  XXX-XX-XXXX 
Loftin.  William  D.,  XXX-XX-XXXX 
Long.  Wayne  E..  XXX-XX-XXXX 
Longhouser,  John  E..  XXX-XX-XXXX 
Lyles,  Sammie  L.,  XXX-XX-XXXX 
Lyons,  John  K..  XXX-XX-XXXX 
Macwillie.  Stephen  S..  XXX-XX-XXXX 
Maggart.  Lon  E..  XXX-XX-XXXX 
Magruder.  Lawson  W.,  III.  XXX-XX-XXXX 
Maher,  John  C,  XXX-XX-XXXX 
Malaney,  Dempsey  L.,  XXX-XX-XXXX 
Malcolm,  Jerry  D.,  XXX-XX-XXXX 
Manning,  James  G.,  Jr.,  XXX-XX-XXXX 
Marinovich,  Branko  B.,  XXX-XX-XXXX 
Marm,  Walter  J.,  XXX-XX-XXXX 
Mather,  Walter  E.,  Jr.,  XXX-XX-XXXX 
Maxie,  Keith  A.,  XXX-XX-XXXX 
McArthur,  Colin  L..  XXX-XX-XXXX 
McCaa,  Burwell  B.,  Jr..  XXX-XX-XXXX 
McCloskey,  Charles  C,  XXX-XX-XXXX    . 
McCloud,  John  A..  XXX-XX-XXXX 
McColl,  Winston  P.,  XXX-XX-XXXX 
McDonell,  Michael  G.,  XXX-XX-XXXX 
McDonough,  William  A.,  XXX-XX-XXXX 
McEliece.  James  H.,  Jr.,  XXX-XX-XXXX 
McParlin,  Tommie  A.,  XXX-XX-XXXX 
McFarren,  Freddy  E.,  XXX-XX-XXXX 
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McGuire.  Michael  R..  225-52  5522 
Mcintosh.  William  A..  XXX-XX-XXXX 
McLendon.  Walter  H..  XXX-XX-XXXX 
McLeod.  Glenn  A..  XXX-XX-XXXX 
McManus.  Michael  D..  XXX-XX-XXXX 
McMonigle,  James  D..  XXX-XX-XXXX 
McRae.  George  J..  XXX-XX-XXXX 
McWherter.  Patrick  J..  XXX-XX-XXXX 
Medlock,  Michael  D.,  XXX-XX-XXXX 
Meeks,  Roy  E.,  XXX-XX-XXXX 
Meier,  Prank  L.,  XXX-XX-XXXX 
Meigs,  Montgomery  C.  XXX-XX-XXXX 
Mendel.  William  W.,  XXX-XX-XXXX 
Merrill,  Aubrey  R.,  Jr.,  XXX-XX-XXXX 
MichiUch,  John  P.,  XXX-XX-XXXX 
Middleton,  Douglas  J..  XXX-XX-XXXX 
Mielke.  Charles  L..  XXX-XX-XXXX 
Mikols.  Walter  V..  Jr..  XXX-XX-XXXX 
Milkowski,  Stanlis  D..  XXX-XX-XXXX 
Montague.  Charles  D..  XXX-XX-XXXX 
Moore.  Russell  I.,  XXX-XX-XXXX 
Morton.  Curtis  R..  XXX-XX-XXXX 
Motal.  Beverly  W..  XXX-XX-XXXX 
Mountcastle,  John  W..  XXX-XX-XXXX 
Mullek,  Paul  J.,  XXX-XX-XXXX 
Murphy,  Billy  G..  XXX-XX-XXXX 
Murray,  Donald  W.,  XXX-XX-XXXX 
Murray,  Howard  A.,  Jr.,  XXX-XX-XXXX 
Muzzy.  John  K..  XXX-XX-XXXX 
Napoliello,  David  A.,  XXX-XX-XXXX 
Needels,  Christopher  J..  XXX-XX-XXXX 
Nesmith.  Vardell  E..  Jr.,  XXX-XX-XXXX 
Nichols.  Charles  S..  XXX-XX-XXXX 
Nightingale.  Keith  M..  XXX-XX-XXXX 
Nix.  Gary  L.,  XXX-XX-XXXX 
Normand,  Anthony  H..  XXX-XX-XXXX 
Northamer.  Kenneth  W.,  Jr..  XXX-XX-XXXX 
Oakley.  Prank  P..  XXX-XX-XXXX 
Oakley.  Robert  E..  Jr..  XXX-XX-XXXX 
O'Brien,  Charles  J..  XXX-XX-XXXX 
OConnell,  John  J.,  Jr.  XXX-XX-XXXX 
OConnel.  Paul  V..  XXX-XX-XXXX 
OConnor.  David  E.,  XXX-XX-XXXX 
O'Connor.  Joseph  W..  XXX-XX-XXXX 
O'Eschger.  Oren  E.,  XXX-XX-XXXX 
Oldham.  Michael  J..-XXX-XX-XXXX 
O'neill,  Eugene  D.,  XXX-XX-XXXX 
O'neill,  Stephen  E.,  XXX-XX-XXXX 
Ostlund,  Donald  T..  XXX-XX-XXXX 
Otis.  John  A..  XXX-XX-XXXX 
Ott.  William  H..  XXX-XX-XXXX 
Otto.  Thomas  W.,  Jr..  XXX-XX-XXXX 
Palaschak.  Richard  G..  XXX-XX-XXXX 
Parr.  Arthur  J..  Jr..  XXX-XX-XXXX 
Parrilli.  Matthew  M..  XXX-XX-XXXX 
Parrish,  Donald  J..  Jr..  XXX-XX-XXXX 
Patrick.  John  L..  Jr.,  XXX-XX-XXXX 
Petrilli.  Frank  J..  Jr..  XXX-XX-XXXX 
Pillsbury.  Hobart  B..  XXX-XX-XXXX 
Poessiger.  Peter  H..  XXX-XX-XXXX 
Poore,  Randolph  T.,  XXX-XX-XXXX 
Prehar.  Bohdan,  XXX-XX-XXXX 
Price.  Dale  R..  XXX-XX-XXXX 
Pryor,  Kenneth  W.,  XXX-XX-XXXX 
Purcell.  John  P..  Jr..  XXX-XX-XXXX 
Rackstraw.  James  T..  XXX-XX-XXXX 
Radcliffe.  Robert  P..  XXX-XX-XXXX 
Reed.  Rodney  P..  XXX-XX-XXXX 
Reeder.  William  S.  Jr..  XXX-XX-XXXX 
Reller,  Prank  X..  III.  XXX-XX-XXXX 
Richardson,  Douglas  J.,  XXX-XX-XXXX 
Richardson,  Harold  N.,  XXX-XX-XXXX 
Ricketson,  Bertram  L.,  XXX-XX-XXXX 
Riley,  Philip  D.,  XXX-XX-XXXX 
Rinecker,  Johann  G.,  E,  XXX-XX-XXXX 
Riolo,  Augustine  G.,  Jr.,  XXX-XX-XXXX    = 
Rolle,  Edward  N.,  XXX-XX-XXXX 
Roper.  Robert  W..  Jr..  XXX-XX-XXXX 
Rose,  John  P..  XXX-XX-XXXX 
Ross,  Thomas  P.,  XXX-XX-XXXX 
Rowe,  James  N..  XXX-XX-XXXX 
Schneider.  David  P.,  XXX-XX-XXXX 
Schwartz,  Thomas  A..  XXX-XX-XXXX 
Scruggs,  Hugh  P.,  XXX-XX-XXXX 


Sette,  Domenic  R..  XXX-XX-XXXX 
Sever,  Kenneth  C.  XXX-XX-XXXX 
Shaver.  William  G..  XXX-XX-XXXX 
Shaw.  Clarence  R..  Jr..  XXX-XX-XXXX 
Sheer.  Tracy  B..  XXX-XX-XXXX 
Shell,  Timothy  J.,  XXX-XX-XXXX 
Sheldon.  Frederick  C.  XXX-XX-XXXX 
Sherrell.  William  W.,  Jr..  XXX-XX-XXXX 
Skelton.  Thomas  W..  XXX-XX-XXXX 
Skidmore,  Francis  R..  XXX-XX-XXXX 
Smith.  Donald  B..  XXX-XX-XXXX 
Smith.  Edgar  L..  Ill,  XXX-XX-XXXX 
Smith.  John  E.,  III.  XXX-XX-XXXX 
Smith.  Larry  G..  XXX-XX-XXXX 
Smith,  Larry  J..  XXX-XX-XXXX 
Snelgrove.  Alfred  G..  Jr..  XXX-XX-XXXX 
Snyder.  Neil  N..  III.  XXX-XX-XXXX 
Sokness.  Gary  L.,  XXX-XX-XXXX 
Solander.  Gary  G..  XXX-XX-XXXX 
Solomon.  Mendel  S..  XXX-XX-XXXX 
Spearman.  Ronald  K.,  XXX-XX-XXXX 
Spencer.  Dorothy  E..  XXX-XX-XXXX 
Spiegel.  Dennis  J..  XXX-XX-XXXX 
Stanford.  Larry  R..  XXX-XX-XXXX 
Starbuck.  Todd  R..  XXX-XX-XXXX 
Starr.  Douglas  H..  XXX-XX-XXXX 
Starr.  Garrett  C.  Jr..  XXX-XX-XXXX 
Sterbenz,  Henry  W..  Jr..  XXX-XX-XXXX 
Steverson.  James  R..  XXX-XX-XXXX 
Styer,  Norman  W.,  Jr..  XXX-XX-XXXX 
Sullivan.  William  C,  Jr..  XXX-XX-XXXX 
Surles.  Thomas  B..  XXX-XX-XXXX 
Sutherland.  Bryan  A..  XXX-XX-XXXX 
Sutten.  Charles  G..  Jr..  XXX-XX-XXXX 
Sweeney.  John  E..  XXX-XX-XXXX 
Taksar.  Ronald  J..  XXX-XX-XXXX 
Talley.  James  R..  XXX-XX-XXXX 
Tanaka.  Rodney  S..  XXX-XX-XXXX 
Tate,  Roy  W..  XXX-XX-XXXX 
Thomas,  Charles  S..  XXX-XX-XXXX 
Thomson.  John  H..  XXX-XX-XXXX 
Treadwell.  David  O.,  XXX-XX-XXXX 
Trimble.  Joseph  P..  XXX-XX-XXXX 
Truesdell.  John  C,  XXX-XX-XXXX 
Turner,  George  H..  XXX-XX-XXXX 
Upchurch,  Robert  H.,  XXX-XX-XXXX 
Vandehei,  Richard  P.,  XXX-XX-XXXX 
Vann,  John  M..  XXX-XX-XXXX 
Vasquez.  Leopoldo  R..  Jr..  XXX-XX-XXXX 
Vaughn.  Charles  G..  XXX-XX-XXXX 
Vaughn.  Jay  E..  XXX-XX-XXXX 
Viani.  Michael  L..  XXX-XX-XXXX 
Vincent,  John  R..  XXX-XX-XXXX 
Voelz.  James  H..  XXX-XX-XXXX 
Vonkaenel.  Howard  J..  XXX-XX-XXXX 
Walden.  Robert  J..  XXX-XX-XXXX 
Wallace,  Stewart  W..  XXX-XX-XXXX 
Walsh.  Mark  R..  XXX-XX-XXXX 
Warvari,  Harold  E.,  XXX-XX-XXXX 
Watson,  Don  R.,  XXX-XX-XXXX 
Wattendorf,  John  M.,  XXX-XX-XXXX 
Weaver,  John  M..  XXX-XX-XXXX 
Webb.  Charles  H.,  XXX-XX-XXXX 
Webb.  Myrt  W..  Jr..  XXX-XX-XXXX 
Weiss.  James  A..  XXX-XX-XXXX 
Westpheling.  Ernest  D..  XXX-XX-XXXX 
Wetherill.  Roderick.  Jr..  XXX-XX-XXXX 
White.  Thomas  R..  XXX-XX-XXXX 
Whitfield,  Steven  K.,  XXX-XX-XXXX 
Whitney,  Roger  B.,  XXX-XX-XXXX 
Whittle,  William  A..  I.,  XXX-XX-XXXX 
Williams.  Hugh  A..  XXX-XX-XXXX 
Williams.  Richard  C,  XXX-XX-XXXX 
Williams,  Ronald  N..  XXX-XX-XXXX 
Willis,  Roy  R..  XXX-XX-XXXX 
Wilmeth.  James  L..  III.  XXX-XX-XXXX 
Wilson.  Charles  R..  XXX-XX-XXXX 
Windle.  Joseph  C.  XXX-XX-XXXX 
Wood.  James  H..  XXX-XX-XXXX 
Yanchar.  Joseph  J..  XXX-XX-XXXX 
Yolch,  Andrew  A..  XXX-XX-XXXX 
Zais.  Barrie  E..  XXX-XX-XXXX 
Ziegler,  Bernard  L.,  XXX-XX-XXXX 
Zierdt,  John  G..  Jr..  XXX-XX-XXXX 
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Zimlich.  Patrick  D..  XXX-XX-XXXX 

CHAPLAIN 

To  be  colonel 
Allen.  John  M..  XXX-XX-XXXX 
Benzing.  Ronald  W.,  XXX-XX-XXXX 
Brown.  Clyde  G..  XXX-XX-XXXX 
Campbell.  Robert  L..  XXX-XX-XXXX 
Davis.  Daniel  O..  Jr..  XXX-XX-XXXX 
Davis,  Elvernice,  XXX-XX-XXXX 
Dresin.  Sanford  L..  XXX-XX-XXXX 
Gantt.  Stephen  Y..  XXX-XX-XXXX 
Cover.  Donald  W..  XXX-XX-XXXX 
Gunhus.  Gaylord  T..  XXX-XX-XXXX 
Hatler.  Gaylord  E..  XXX-XX-XXXX 
Hepner.  Theodore  W..  XXX-XX-XXXX 
Kennedy.  Daniel  P..  XXX-XX-XXXX 
Lamback.  Samuel  P..  Jr..  XXX-XX-XXXX 
Lieving.  Bernard  H..  Jr..  XXX-XX-XXXX 
Mangham.  Gerald  M..  XXX-XX-XXXX 
Pridgen.  Lamar  B..  XXX-XX-XXXX 
Smith.  Douglas  T..  XXX-XX-XXXX 
Spiller.  Jimmie  C.  XXX-XX-XXXX 
Tiemey.  Warren  L..  XXX-XX-XXXX 
Towley.  Carl  K..  XXX-XX-XXXX 
Vickers.  Marvin  K..  Jr..  XXX-XX-XXXX 
Webb.  Jerry.  XXX-XX-XXXX 

JUDGE  ADVOCATE  GENERAL'S  CORPS 

7*0  be  colonel 
Black.  Richard  H..  XXX-XX-XXXX 
Bonney.  Charles  E..  XXX-XX-XXXX 
Cruden,  John  C.  XXX-XX-XXXX 
Deberry.  Thomas  P..  XXX-XX-XXXX 
Deline.  Donald  A..  XXX-XX-XXXX 
Edwards.  John  T..  XXX-XX-XXXX 
Gordon.  Jonathan  C.  XXX-XX-XXXX 
Graves.  Joseph  L..  Jr.,  XXX-XX-XXXX 
Hamilton.  John  R..  XXX-XX-XXXX 
Kirby.  Robert  B..  XXX-XX-XXXX 
Lancaster.  Steven  F..  XXX-XX-XXXX 
Leonardi.  Kenneth  J..  XXX-XX-XXXX 
Mackey.  Richard  J..  XXX-XX-XXXX 
Richardson.  John  W..  XXX-XX-XXXX 
Smyser.  James  O..  XXX-XX-XXXX 
Taylor.  Daniel  E..  XXX-XX-XXXX 
Wallace.  John  K..  III.  XXX-XX-XXXX 

DENTAL  CORPS 

To  be  colonel 
Allen.  Gary  W..  XXX-XX-XXXX 
Allen.  William  R..  XXX-XX-XXXX 
Araki,  Norman  G..  XXX-XX-XXXX 
Augsburger.  Robert  A..  XXX-XX-XXXX 
Baer.  Charles  H..  XXX-XX-XXXX 
Brennan.  William  A..  XXX-XX-XXXX 
Campbell.  Donald  J..  XXX-XX-XXXX 
Chupkowski.  Richard  M..  XXX-XX-XXXX 
Collins.  Robert  C.  XXX-XX-XXXX 
Delzer.  Delano  D..  XXX-XX-XXXX 
Dixon.  James  D..  XXX-XX-XXXX 
Donahoe.  Joseph  W..  XXX-XX-XXXX 
Gross.  Paul  D..  XXX-XX-XXXX 
Guiry.  Clinton  C  XXX-XX-XXXX 
HlUta.  Richard  J..  XXX-XX-XXXX 
Johnston,  Lawrence  J..  XXX-XX-XXXX 
King.  John  E..  XXX-XX-XXXX 
Kotler.  Lawrence  M..  XXX-XX-XXXX 
Levsky,  Stanley  S..  XXX-XX-XXXX 
Lewis.  Harland  G..  Jr..  XXX-XX-XXXX 
Loers.  Wayne  W.,  XXX-XX-XXXX 
Machian.  George  R..  XXX-XX-XXXX 
McParland.  Robert  J..  XXX-XX-XXXX 
Miller.  Kenneth  H..  Jr..  XXX-XX-XXXX 
Modesto,  Edward  L.,  XXX-XX-XXXX 
Mollere,  Rodney  D..  XXX-XX-XXXX 
Paul.  George  P..  XXX-XX-XXXX 
Render.  Philip  J..  XXX-XX-XXXX 
Rion,  John  M.,  XXX-XX-XXXX 
Rouse,  Leo  E..  XXX-XX-XXXX 
ScuUey.  Patrick  D..  XXX-XX-XXXX 
Shaman.  Paul  R..  XXX-XX-XXXX 
Sherman,  Frank  B..  Jr.,  XXX-XX-XXXX 
Smith,  Charles  T..  XXX-XX-XXXX 
Smith,  William.  Jr..  XXX-XX-XXXX 
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strange.  Gary  E.,  XXX-XX-XXXX 
Striano.  Thomas  S..  XXX-XX-XXXX 
Svec.  Timothy  A..  XXX-XX-XXXX 
Tabor.  Michael  W..  XXX-XX-XXXX 
Thompson.  Randall  A..  XXX-XX-XXXX 
Trammel].  Gerald  W..  XXX-XX-XXXX 
Wakefield.  Charles  W..  XXX-XX-XXXX 
Wenger.  James  S..  XXX-XX-XXXX 
White.  Gary  L..  XXX-XX-XXXX 
Zislis.  Theodore.  XXX-XX-XXXX 

MEDICAL  CORPS 

To  be  colonel 
Agodoa.  Lawrence  Y.,  C.  XXX-XX-XXXX 
Andrade.  William  P..  XXX-XX-XXXX 
Baker.  Brian  L..  XXX-XX-XXXX 
Baker.  John  A..  Jr..  XXX-XX-XXXX 
Billingsley.  Jerome  L.,  XXX-XX-XXXX 
Brigham.  Robert  A..  XXX-XX-XXXX 
Broadbent.  Paul  W..  XXX-XX-XXXX 
Bucknell.  Allan  L..  XXX-XX-XXXX 
Burton.  Charles  H..  Jr..  XXX-XX-XXXX 
Carlon.  Michael  J..  XXX-XX-XXXX 
Carroll.  Charles  P..  XXX-XX-XXXX 
Cecere.  Fred  A..  XXX-XX-XXXX 
Chan.  Philip.  XXX-XX-XXXX 
Cook.  John  R..  XXX-XX-XXXX 
Copley.  John  B..  XXX-XX-XXXX 
Cosgriff.  Thomas  M..  XXX-XX-XXXX 
Crast.  Frank  W..  XXX-XX-XXXX 
Cummings.  Douglas  M..  XXX-XX-XXXX 
Cunningham.  Billy  E..  XXX-XX-XXXX 
Dorsey.  Kenneth  E..  XXX-XX-XXXX 
Echeverria.  Peter  D..  XXX-XX-XXXX 
Edmund.  Robert  H..  XXX-XX-XXXX 
Ewart.  Thomas  W..  XXX-XX-XXXX 
Pay.  Michael  J..  XXX-XX-XXXX 
Fetters.  Lawrence  J..  XXX-XX-XXXX 
Pigelman.  Alan  R..  XXX-XX-XXXX 
Geiger.  James  M..  Jr..  XXX-XX-XXXX 
Glass.  Allan  R..  XXX-XX-XXXX 
Goldman.  Richard  A..  XXX-XX-XXXX 
Gonzalez.  John  J..  XXX-XX-XXXX 
Grimmett,  Garfield  M..  Jr..  XXX-XX-XXXX 
Guill.  Marshall  A..  III.  XXX-XX-XXXX 
Haines.  Edward  T..  XXX-XX-XXXX 
Hall.  Richard  A..  XXX-XX-XXXX 
Hansen.  Mark  F..  XXX-XX-XXXX 
Hayes.  Brian  E..  XXX-XX-XXXX 
Healey.  Edwin  M..  XXX-XX-XXXX 
Howard.  James  T..  XXX-XX-XXXX 
Hubert,  George.  XXX-XX-XXXX 
Hurst.  Charles  G..  XXX-XX-XXXX 
Hutchinson.  Harry  T..  427  40-3856 
Jabbari.  Bahman.  XXX-XX-XXXX 
James.  Cornelius  R..  Jr..  XXX-XX-XXXX 
Johnson.  David  E..  XXX-XX-XXXX 
Jones,  Richard  O..  XXX-XX-XXXX 
Joyce.  Roby  P..  XXX-XX-XXXX 
Kennon.  William  G..  III.  XXX-XX-XXXX 
Knowles.  Clarence  R..  XXX-XX-XXXX 
Kussman.  Michael  J..  XXX-XX-XXXX 
Lanson.  Lucienne  T..  XXX-XX-XXXX 
Larson.  Steven  A..  XXX-XX-XXXX 
Lupton.  George  P..  XXX-XX-XXXX 
Norton.  Michael.  XXX-XX-XXXX 
Ortiz.  Ana  A..  XXX-XX-XXXX 
Ortiznieves.  Julio  E..  XXX-XX-XXXX 
Oster.  Charles  N..  XXX-XX-XXXX 
Pamplin.  Charles  L..  III.  XXX-XX-XXXX 
Park.  Pyong  S..  XXX-XX-XXXX 
Perone.  Thomas  P..  XXX-XX-XXXX 
Peterson.  Richard  B..  XXX-XX-XXXX 
Pick.  Terry  E..  XXX-XX-XXXX 
Quinonesbenjamin.  Ramon.  XXX-XX-XXXX 
Redwine.  Michael  D..  XXX-XX-XXXX 
Rimm,  William  R.,  XXX-XX-XXXX 
Roberts.  Gayle  A..  XXX-XX-XXXX 
Schuster.  Brian  G..  XXX-XX-XXXX 
Shay.  Steven  S..  XXX-XX-XXXX 
Shelton.  Artie  L..  XXX-XX-XXXX 
Sinnhuber.  John  R..  XXX-XX-XXXX  - 
Smith.  David  S..  XXX-XX-XXXX 
Speilman.  Daniel  E.,  Jr..  XXX-XX-XXXX 
Springate.  Charles  S..  XXX-XX-XXXX 


Stephenson.  Stephen  R..  XXX-XX-XXXX 
Stocker,  John  T..  XXX-XX-XXXX 
Tenholder.  Michael  F..  XXX-XX-XXXX 
Thomson.  Daniel  D..  XXX-XX-XXXX 
Underwood.  George  H..  Jr..  XXX-XX-XXXX 
Vannostrand.  Douglas.  XXX-XX-XXXX 
Vyas.  Hansa  B.R..  XXX-XX-XXXX 
Warncke.  Ronald  M..  XXX-XX-XXXX 
Watanabe.  Henry  K..  XXX-XX-XXXX 
Weaver.  Michael  J..  XXX-XX-XXXX 
Whaun.  June  M..  XXX-XX-XXXX 
Wheeler.  Bruce.  R..  XXX-XX-XXXX 
Wilkinson.  George  R..  XXX-XX-XXXX 
Williams.  Richard  J..  XXX-XX-XXXX 
Wilson.  James  L.,  XXX-XX-XXXX 

MEDICAL  SERVICE  CORPS 

To  be  colonel 
Aoki,  Wayne,  C,  XXX-XX-XXXX 
Banner,  Louis  E..  XXX-XX-XXXX 
Barrett.  Richard  A..  XXX-XX-XXXX 
Beumler.  Henry  C.  XXX-XX-XXXX 
Bishop.  Ronald  M..  XXX-XX-XXXX 
Bradshaw.  Edward  G..  XXX-XX-XXXX 
Brooke.  Paul  P..  Jr..  XXX-XX-XXXX 
Brown.  Henry  H..  XXX-XX-XXXX 
Byrne.  Terrence  R..  XXX-XX-XXXX 
Chermol.  Brian  H..  XXX-XX-XXXX 
Ciliax.  Donald  R..  XXX-XX-XXXX 
Delaney.  Gerald  L..  XXX-XX-XXXX 
Fitz.  Robert  J..  Jr..  XXX-XX-XXXX 
Hames.  William  H..  Jr..  XXX-XX-XXXX 
Harvey.  William  L..  XXX-XX-XXXX 
Hembree.  Stephen  C,  XXX-XX-XXXX 
Hiner.  William  O..  Jr..  XXX-XX-XXXX 
Hinlon.  Samuel  M..  XXX-XX-XXXX 
Holberton.  Roger  E..  XXX-XX-XXXX 
Inazu.  William  M..  XXX-XX-XXXX 
Ingraham.  Larry  H..  XXX-XX-XXXX 
Leblanc.  Robby  J..  XXX-XX-XXXX 
Livermore,  Phillip.  XXX-XX-XXXX 
Madkins.  Lawrence  H..  Jr..  XXX-XX-XXXX 
Matt.  John  E..  XXX-XX-XXXX 
McAlear.  Hugh  M..  XXX-XX-XXXX 
McGinley.  Michael  P..  XXX-XX-XXXX 
McLain.  Frederick  R..  Jr.,  XXX-XX-XXXX 
McLaughlin,  Peter  M.,  XXX-XX-XXXX 
Miller.  Dewey  R..  Jr..  XXX-XX-XXXX 
Moody.  Hershell  L..  XXX-XX-XXXX 
Moore.  Robert  T..  XXX-XX-XXXX 
Nalepa.  Thomas  F..  XXX-XX-XXXX 
Obrien.  Robert  M..  XXX-XX-XXXX 
Perkins.  Philip  H..  XXX-XX-XXXX 
Pozniak.  Thomas  B..  XXX-XX-XXXX 
Pyle.  John  F..  XXX-XX-XXXX 
Richardson.  William  O..  II.  XXX-XX-XXXX 
Salko.  Joseph  E.,  XXX-XX-XXXX 
Sedge.  Roy  K..  XXX-XX-XXXX 
Sierra.  Albert  J.,  Jr..  XXX-XX-XXXX 
Sorensen.  Wayne  B..  XXX-XX-XXXX 
Tonniges.  Gary  L..  XXX-XX-XXXX 
Wesselmann.  Albert  H.,  XXX-XX-XXXX 
Whitesell.  Thomas  C.  XXX-XX-XXXX 
Wilson,  Edward  B..  XXX-XX-XXXX 
Yoder.  William  G..  XXX-XX-XXXX 

ARMY  MEDICAL  SPECIALIST  CORPS 

7*0  be  colonel 
Bruns.  Robert  D..  XXX-XX-XXXX 
Kersey.  Douglas  A..  XXX-XX-XXXX 
Narnajodewilson.  Carmen  J.,  XXX-XX-XXXX 

VETERINARY  CORPS 

To  be  colonel 
Aim.  Philip  P..  XXX-XX-XXXX 
Bruner.  Richard  H..  XXX-XX-XXXX 
Lafontaine.  Daniel  E.,  XXX-XX-XXXX 
Reardon,  Michael  J..  XXX-XX-XXXX 
Smith,  William  B..  XXX-XX-XXXX 

ARMY  NURSE  CORPS 

To  be  colonel 
Adams.  Nancy  R..  XXX-XX-XXXX 
Blackwood.  Lynn  G.,  XXX-XX-XXXX 
Christoph.  Susan  B.,  XXX-XX-XXXX 


Diskin,  Patricii 
Frelin,  Alyce  J 
Guida,  Robert 
Kazmierczak,  1 
Lord,  Ellen  V., 
Mcentire,  Jack 
Miller,  Evelyn 


UMI 
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Diskin,  Patricia  A.,  XXX-XX-XXXX 
Frelin,  Alyce  J.,  XXX-XX-XXXX 
Guida.  Robert  A.,  XXX-XX-XXXX 
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HOUSE  OF  REPRESENTATIVES— 3/o/M/ay,  September  22,  1986 


The  House  met  at  12  noon  and  was 
called  to  order  by  the  Speaker  pro 
tempore  [Mr.  Hoyer]. 


DESIGNATION  OF  SPEAKER  PRO 
TEMPORE 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  com- 
munication from  the  Speaker: 

Washington,  DC. 
September  22.  1986. 
I  hereby  designate  the  Honorable  Steny 
H.  Hoyer  to  act  as  Speaker  pro  tempore  on 
this  day. 

Thomas  P.  O'Neill,  Jr., 
Speaker  of  the  House  of  Representatives. 


PRAYER 


The  Chaplain.  Rev.  James  David 
Ford,  D.D..  offered  the  following 
prayer: 

Gracious  God,  we  thank  You  for 
good  people  who  do  good  things  in 
service  to  others.  On  this  anniversary 
of  the  Peace  Corps,  we  are  reminded 
of  women  and  men  who  have  sensed 
that  there  is  more  to  life  than  just  the 
things  of  life,  that  Your  truth  is  more 
in  the  hopes  and  aspirations  of  people 
than  in  the  abundance  of  possessions. 
We  are  appreciative  of  those  volun- 
teers who  have  given  of  their  time  and 
talents  to  share  with  others  the  gifts 
of  life.  We  pray.  O  God,  that  each  of 
us  in  whatever  responsibility  we  have, 
will  use  our  opportunities  to  strength- 
en those  values  that  enhance  our 
common  humanity  and  our  shared 
vision  of  a  world  of  peace.  Amen. 


THE  JOURNAL 


The  SPEAKER  pro  tempore.  The 
Chair  has  examined  the  Journal  of 
the  last  day's  proceedings  and  an- 
nounces to  the  House  his  approval 
thereof. 

Pursuant  to  clause  1,  rule  I,  the 
Journal  stands  approved. 


MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate  by  Mr. 
Hallen,  one  of  its  clerks,  announced 
that  the  Senate  had  passed  with 
amendments  in  which  the  concurrence 
of  the  House  is  requested,  a  bill  of  the 
House  of  the  following  title: 

H.R.  4345.  An  act  to  authorize  the  Admin- 
istrator of  Veterans'  Affairs  to  establish  a 
national  cemetery  in  or  near  Cleveland.  OH. 


MORE  AMERICAN  HOSTAGES 

(Mr.  BROOMFIELD  asked  and  was 
given  permission  to  address  the  House 


for  1  minute  and  to  revise  and  extend 
l^is  rdTi3.rks  ) 

Mr.  BROOMFIELD.  Mr.  Speaker,  I 
am  sorry  to  say  Nick  Daniloff  and  the 
American  hostages  in  Lebanon  may 
not  be  the  only  United  States  citizen 
held  overseas. 

Incredible  as  it  may  seem,  the  par- 
ents of  Andrew  Kassapis  of  Detroit  be- 
lieve their  son  has  been  held  in  a 
Turkish  jail  for  the  past  12  years  fol- 
lowing the  illegal  Turkish  invasion  of 
Cyprus  in  1974. 

Kassapis,  then  17  years  old,  was 
taken  by  the  Turkish-Cypriot  military 
and  has  been  missing  ever  since  along 
with  seven  other  Americans.  There  are 
reports  that  Andrew  and  his  brother- 
in-law  have  been  kept  in  a  Turkish 
prison. 

I  ask  Mr.  Denktash,  the  leader  of 
the  Turkish-Cypriots:  Where  is  this 
young  man?  And  where  are  the  other 
United  States  citizens  who  disap- 
peared in  that  illegal  invasion? 

It  is  one  thing  to  have  to  negotiate 
with  our  adversaries  for  the  release  of 
Americans,  but  Turkey  is  supposed  to 
be  an  ally.  They  are  a  major  recipient 
of  our  foreign  aid  program. 

We  deserve  better  treatment  from 
an  ally,  and  the  Kassapis  family  de- 
serves an  explanation  about  the  fate 
of  their  son. 

Mr.  Speaker,  let's  not  forget  any 
Americans  held  illegally  on  foreign 
soil. 


OMNIBUS  DIPLOMATIC  SECURI- 
TY AND  ANTITERRORISM  ACT 
OF  1986 

(Mr.  MICA  asked  and  was  given  per- 
mission to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  MICA.  Mr.  Speaker,  last  Friday, 
the  President  held  a  ceremony  in  the 
Oval  Office  commemorating  the  sign- 
ing of  H.R.  4151,  the  Omnibus  Diplo- 
matic Security  and  Antiterrorism  Act 
of  1986. 

This  action  represents  the  culmina- 
tion of  nearly  3  years  of  effort  by 
those  of  us  who  were  appointed  by  the 
Secretary  of  State  to  serve  on  his  Ad- 
visory Panel  on  Overseas  Security— 
the  "Inman  Panel." 

I  have  taken  the  floor  today  to  both 
congratulate  and  commend  my  fellow 
panelists  and  the  staff  of  the  advisory 
panel. 

Thanks  and  gratitude  go  out  to 
Adm.  Bobby  R.  Inman;  Senator 
Warren  B.  Rudman;  Ambassador  Law- 
rence S.  Eagleburger;  Ambassador 
Anne  L.  Armstrong;  Lt.  Gen.  D'Wayne 


Gray,  USMC;  Robert  J.  McGuire; 
Victor  H.  Dikeos,  executive  secretary; 
John  P.  Shumate,  staff  director; 
Robert  Beaudry;  David  McCabe;  Harry 
Manchester;  Mark  A.  Safford;  Nina  J. 
Stewart;  Jean  M.  Blatz;  Janet  Gold- 
man; Peggy  Coyle;  Nancy  Hall,  and 
Betsey  Fountain. 

All  Americans  will  be  better  pre- 
pared to  cope  with  the  scourge  of  ter- 
rorism due  to  their  effort. 


COMMUNICATION  FROM  HON. 
OLYMPIA  J.  SNOWE,  MEMBER 
OF  CONGRESS 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  com- 
munication from  Hon.  Olympia  J. 
Snowe: 

House  of  Representatives, 
Washington.  DC,  September  18,  1986. 
Hon.  Thomas  P.  O  Neill,  Jr., 
Speaker.   House  of  Representatives,   H-204. 
U.S.  Capitol.  Washington,  DC. 
Dear  Mr.  Speaker:  This  is  to  notify  you. 
pursuant  to  Rule  L(50)  of  the  Rules  of  the 
House  of  Representatives,  that  a  member  of 
my  district  staff  in  Presque  Isle.  Maine,  Ms. 
Marion  Higgins,  has  been  served  with  a  trial 
subpoena  issued  by  the  Superior  Court  of 
the  State  of  Maine.  This  subpoena  relates  to 
an  individual  who  was  arrested  and  charged 
by   local   police  after  failing  to  leave   my 
Presque  Isle  office.  After  consultation  with 
the  General  Counsel  to  the  Clerk.   I  will 
notify  you  of  my  determinations  as  required 
by  the  Rules  of  the  House. 
Sincerely, 

Olympia  J.  Snowe. 
Member  of  Congress, 
Second  District.  Maine. 


ANNOUNCEMENT  BY  THE 
SPEAKER  PRO  TEMPORE 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  provisions  of  clause  5,  rule 
I,  the  Chair  announces  that  he  will 
postpone  further  proceedings  today  on 
each  motion  to  suspend  the  rules  on 
which  a  recorded  vote  or  the  yeas  and 
nays  are  ordered,  or  on  which  the  vote 
is  objected  to  under  clause  4  of  rule 
XV. 

Such  rollcall  votes,  if  postponed,  will 
be  taken  on  Tuesday,  September  23, 
1986. 


WHISTLEBLOWER  PROTECTION 
ACT  OF  1986 

Mrs.  SCHROEDER.  Mr.  Speaker,  I 
move  to  suspend  the  rules  and  pass 
the  bill  (H.R.  4033)  to  amend  title  5, 
United  States  Code,  to  strengthen  the 
protections  available  to  Federal  em- 
ployees against  prohibited  persormel 


D  This  symbol  represents  the  time  of  day  during  the  House  proceedings,  e.g.,  D  1407  is  2:07  p.m. 
Matter  set  in  this  typeface  indicates  words  inserted  or  appended,  rather  than  spoken,  by  a  Member  of  the  House  on  the  floor. 
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practices,  and  for  other  purposes,  as 
amended. 
The  Clerk  read  as  follow: 

H.R.  4033 
Be  it  enacted  by  the  Senate  and  Hoxise  of 
Representatives    of  the    United    States    of 
America  in  Congress  assembled, 

SKCTION  1.  SHORT  TITI.K. 

This  Act  may  be  cited  as  the  "Whistle- 
blower  Protection  Act  of  1986". 

.SfX.  i.  KINDINCS  ANI)  PI  KPOSKS. 

(a)  Findings.— The  Congress  finds  that— 

(1)  Federal  employees  who  make  disclo- 
sures described  in  section  2302(b)(8)  of  title 
5,  United  States  Code,  serve  the  public  in- 
terest by  assisting  in  the  elimination  of 
fraud,  waste,  abuse,  and  unnecessary  Gov- 
ernment expenditures; 

(2)  protecting  employees  who  disclose 
Government  illegality,  waste,  and  corrup- 
tion is  a  major  step  toward  a  more  effective 
civil  service;  and 

(3)  in  passing  the  Civil  Service  Reform  Act 
of  1978,  Congress  established  the  Office  of 
Special  Counsel  to  provide  whistleblowers 
(those  individuals  who  make  disclosures  de- 
scribed in  such  section  2302(b)(8))  protec- 
tion from  reprisal. 

(b)  Purposes.— The  purpose  of  this  Act  is 
to  strengthen  and  improve  protection  for 
the  rights  of  Federal  employees,  to  prevent 
reprisals,  and  to  help  eliminate  wrongdoing 
V  'thin  the  Government  by— 

(1)  mandating  that  employees  should  not 
suffer  adverse  consequences  as  a  result  of 
prohibited  personnel  practices; 

(2)  establishing— 

(A)  that  the  primary  role  of  the  Office  of 
Special  Counsel  is  to  protect  employees,  es- 
pecially whistleblowers;  and 

(B)  that  while  disciplining  those  who 
commit  prohibited  personnel  practices  may 
be  used  as  a  means  by  which  to  help  accom- 
plish that  goal,  the  protection  of  individuals 
remains  the  paramount  consideration;  and 

(3)  providing  that  the  Office  of  Special 
Counsel  represent  employees,  former  em- 
ployees, and  applicants  for  employment 
with  the  Federal  Government  who  claim  to 
have  been  subject  to  prohibited  personnel 
practices. 

SKt.  ;t.  .MERIT  .SYSTK.MS  PK()TK(TI()N  UOAKI): 
OKFKE  OK  SPKdAI.  ( Ol  NSKL;  KM 
Pl.OYKK  RI(;HT  OK  ACTION. 

(a)  In  General.— Chapter  12  of  title  5. 
United  States  Code,  is  amended  to  read  as 
follows: 

■CHAPTER  12-MERIT  SYSTEMS  PROTEC 
TION  BOARD;  OFFICE  OF  SPECIAL  COUN 
SEL;  AND  EMPLOYEE  RIGHT  OF  ACTION 

•Subchapter  1— Merit  Systems  Prorlertion  Board 

"Sec.  1201.  Appointment  of  members  of  the 

Merit       Systems       Protection 

Board. 
"Sec.  1202.  Term  of  office;  filling  vacancies; 

removal. 
"Sec.  1203.  Chairman;  Vice  Chairman. 
"Sec.    1204.   Powers   and    functions   of   the 

Merit       Systems       Protection 

Board. 
"Sec.   1205.  Transmittal  of  information  of 

Congress. 
"Sec.  1206.  Annual  report. 

Subchapter  II— Office  of  Special  Counsel 
"Sec.  1211.  Establishment. 
"Sec.    1212.   Powers  and   functions   of   the 

Office  of  Special  Counsel. 
"Sec.  1213.  Provisions  relating  to  disclosures 

of  violations  of  law,  misman- 
agement,   and    certain    other 

matters. 


"Sec.  1214.  Investigation  of  prohibited  per- 
sonnel practices;  corrective 
action. 

"Sec.  1215.  Disciplinary  action. 

"Sec.  1216.  Other  mattters  within  the  juris- 
diction of  the  Office  Of  Special 
Counsel. 

"Sec.  1217.  Transmittal  of  information  of 
Congress. 

"Sec.  1218.  Annual  report. 

Subchapter  III— Individual  Right  of  Action  in 
Cases  Involving  Prohibited  Personnel  Practices 

"Sec.  1221.  Individual  right  of  action. 

"Subchapter  I— Merit  Systems  Protection 
Board 

"S1201.  Appointment  of  members  of  the  Merit 

Systems  Protection  Board 

"The  Merit  Systems  Protection  Board  is 
composed  of  3  members  appointed  by  the 
President,  by  and  with  the  advice  and  con- 
sent of  the  Senate,  not  more  than  2  of 
whom  may  be  adherents  of  the  same  politi- 
cal party.  The  members  of  the  Board  shall 
be  individuals,  who.  by  demonstrated  abili- 
ty, background,  training,  or  experience  are 
especially  qualified  to  carry  out  the  func- 
tions of  the  Board.  No  member  of  the  Board 
may  hold  another  office  or  position  in  the 
Government  of  the  United  States,  except  as 
otherwise  provided  by  law  or  at  the  direc- 
tion of  the  President.  The  Board  shall  have 
an  official  seal  which  shall  be  judicially  no- 
ticed. The  Board  shall  have  its  principal 
office  in  the  District  of  Columbia  and  may 
have  field  offices  in  other  appropriate  loca- 
tions. 

"S  1202.  Term  of  ofHce:  filling  vacancies:  re- 
moval 

"(a)  The  term  of  office  of  each  member  of 
the  Merit  Systems  Protection  Board  is  7 
years. 

"(b)  A  member  appointed  to  fill  a  vacancy 
occurring  before  the  end  of  a  term  of  office 
of  the  member's  predecessor  serves  for  the 
remainder  of  that  term.  Any  appointment 
to  fill  a  vacancy  is  subject  to  the  require- 
ments of  section  1201. 

"(c)  Any  member  appointed  for  a  7-year 
term  may  not  be  reappointed  to  any  follow- 
ing term  but  may  continue  to  serve  beyond 
the  expiration  of  the  term  until  a  successor 
is  appointed  and  has  qualified,  except  that 
such  member  may  not  continue  to  serve  for 
more  than  1  year  after  the  date  on  which 
the  term  of  the  member  would  otherwise 
expire  under  this  section. 

•■(d)  Any  member  may  be  removed  by  the 
President  only  for  inefficiency,  neglect  of 
duty,  or  malfeasance  in  office. 

"S  1203.  Chairman:  Vice  Chairman 

••(a)  The  President  shall  from  time  to  time 
appoint,  by  and  with  the  advice  and  consent 
of  the  Senate,  one  of  the  members  of  the 
Merit  S.vstems  Protection  Board  as  the 
Chairman  of  the  Board.  The  Chairman  is 
the  chief  executive  and  administrative  offi- 
cer of  the  Board. 

••(b)  The  President  shall  from  time  to  time 
designate  one  of  the  members  of  the  Board 
as  Vice  Chairman  of  the  Board.  During  the 
absence  or  disability  of  the  Chairman,  or 
when  the  office  of  Chairman  is  vacant,  the 
Vice  Chairman  shall  perform  the  functions 
vested  in  the  Chairman. 

'•(c)  During  the  ab.sence  or  disability  of 
both  the  Chairman  and  the  Vice  Chairman, 
or  when  the  offices  of  Chairman  and  Vice 
Chairman  are  vacant,  the  remaining  Board 
member  shall  perform  the  functions  vested 
in  the  Chairman. 


§1204.  Powers  and  funrtions  of  the  Merit  Sys- 
tems Protection  Board 

"(a)  The  Merit  System  Protection  Board 
shall- 

"(1)  hear,  adjudicate,  or  provide  for  the 
hearing  or  adjudication,  of  all  matters 
within  the  jurisdiction  of  the  Board  under 
this  title,  section  2023  of  title  38,  or  any 
other  law,  rule,  or  regulation,  and,  subject 
to  otherwise  applicable  provisions  of  law, 
take  final  action  on  any  such  matter; 

"(2)  order  any  agency  or  employee  to 
comply  with  any  order  or  decision  issued  by 
the  Board  under  the  authority  granted 
under  paragraph  ( 1 )  and  enforce  compliance 
with  any  such  offer; 

•'3)  conduct,  from  time  to  time,  special 
studies  relating  to  the  civil  service  and  to 
other  merit  systems  in  the  executive 
branch,  and  report  to  the  President  and  to 
the  Congress  as  to  whether  the  public  inter- 
est in  a  civil  service  free  of  prohibited  per- 
sonnel practices  is  being  adequately  protect- 
ed; and 

"(4)  review,  as  provided  in  subsection  (f). 
rules  and  regulations  of  the  Office  of  Per- 
sonnel Management. 

'(b)(l>  Any  member  of  the  Merit  Systems 
Protection  Board,  any  administrative  law 
judge  appointed  by  the  Board  under  section 
3105.  and  any  employee  of  the  Board  desig- 
nated by  the  Board  may  administer  oaths, 
examine  witnesses,  take  depositions,  and  re- 
ceive evidence. 

•(2)  Any  member  of  the  Board,  any  ad- 
ministrative law  judge  appointed  by  the 
Board  under  section  3105.  and  any  employee 
of  the  Board  designated  by  the  Board  may, 
with  respect  to  any  individual— 

"(A)  issue  subpoenas  requiring  the  attend- 
ance and  presentation  of  testimony,  and  the 
production  of  documentary  or  other  evi- 
dence, by  such  individual  from  any  place  in 
the  United  Slates,  any  territory  or  posses- 
sion of  the  United  Stales,  the  Common- 
wealth of  Puerto  Rico,  or  the  District  of  Co- 
lumbia; and 

■(B)  order  the  taking  of  depositions  from, 
and  responses  to  written  interrogatories  by, 
any  such  individual. 

■■(3)  Witnesses  (whether  appearing  volun- 
tarily or  under  subpoena)  shall  be  paid  the 
same  fee  and  mileage  allowances  which  are 
paid  subpoenaed  witnesses  in  the  courts  of 
the  United  States. 

•(c)  In  the  case  of  contumacy  or  failure  to 
obey  a  subpoena  issued  under  subsection 
(b)(2)(A).  the  United  Stales  district  court 
for  the  district  in  which  the  person  to  whom 
the  subpoena  is  addressed  resides  or  is 
served  may  issue  an  order  requiring  such 
person  to  appear  at  any  designated  place  to 
testify  or  to  produce  documentary  or  other 
evidence.  Any  failure  to  obey  the  order  of 
the  court  may  be  punished  by  the  court  as  a 
contempt  thereof. 

■(d)  A  subpoena  referred  to  in  subsection 
(b)(2)(A)  may.  in  the  case  of  any  individual 
outside  the  territorial  jurisdiction  of  any 
court  of  the  United  States,  be  served  in  such 
manner  as  the  Federal  Rules  of  Civil  Proce- 
dure prescribe  for  service  of  a  subpoena  in  a 
foreign"  country.  To  the  extent  that  the 
courts  of  the  United  Slates  can  assert  juris- 
diction over  such  individual,  the  United 
States  District  Court  for  the  District  of  Co- 
lumbia shall  have  the  same  jurisdiction  to 
take  any  action  respecting  compliance 
under  this  subsection  by  such  individual 
that  such  court  would  have  if  such  individ- 
ual were  personally  within  the  jurisdiction 
of  such  court. 
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"(eXl)  In  any  proceeding  under  subsec- 
tion (a)(l>,  any  member  of  the  Board  may 
request  from  the  Director  of  the  Office  of 
Persormel  Management  an  advisory  opinion 
concerning  the  interpretation  of  any  rule, 
regulation,  or  other  policy  directive  promul- 
gated by  the  Office  of  Personnel  Manage- 
ment. 

••(2)(A)  In  enforcing  compliance  with  any 
order  under  subsection  (a)(2),  the  Board 
may  order  that  any  employee  charged  with 
complying  with  such  order,  other  than  an 
employee  appointed  by  the  President  by  and 
with  the  advice  and  consent  of  the  Senate, 
shall  not  be  entitled  to  receive  payment  for 
service  as  an  employee  during  any  period 
that  the  order  has  not  been  complied  with. 
The  Board  shall  certify  to  the  Comptroller 
General  of  the  United  States  that  such  an 
order  has  been  issued,  and  no  payment  shall 
be  made  out  of  the  Treasury  of  the  United 
States  for  any  service  specified  in  such 
order. 

"(B)  The  Board  shall  prescribe  regulations 
under  which  any  employee  who  is  aggrieved 
by  the  failure  of  any  other  employee  to 
comply  with  an  order  of  the  Board  may  pe- 
tition the  Board  to  exercise  its  authority 
under  subparagraph  (A). 

■■(3)  In  carrying  out  any  study  under  sub- 
section (a)(3),  the  Board  shall  make  such  in- 
quiries as  may  be  necessary  and.  unless  oth- 
erwise prohibited  by  law,  shall  have  access 
to  personnel  records  or  information  collect- 
ed by  the  Office  of  Personnel  Management 
and  may  require  additional  reports  from 
other  agencies  as  needed. 

•■(f)(l>  At  any  time  after  the  effective  date 
of  any  rule  or  regulation  issued  by  the  Di- 
rector of  the  Office  of  Personnel  Manage- 
ment in  carrying  out  functions  under  sec- 
tion 1103.  the  Board  shall  review  any  provi- 
sion of  such  rule  or  regulation— 
■(A)  on  its  own  motion; 
••(B)  on  the  granting  by  the  Board,  in  its 
sole  discretion,  of  any  petition  for  such 
review  filed  with  the  Board  by  any  interest- 
ed person,  after  consideration  of  the  peti- 
tion by  the  Board:  or 

■•(C)  on  the  filing  of  a  written  complaint 
by  the  Special  Counsel  requesting  such 
review. 

••(2)  In  reviewing  any  provision  of  any  rule 
or  regulation  pursuant  to  this  subsection, 
the  Board  shall  declare  such  provision— 

•■(A)  invalid  on  its  face,  if  the  Board  deter- 
mines that  such  provision  would,  if  imple- 
mented by  any  agency,  on  its  face,  require 
any  employee  to  violate  section  2302(b);  or 

••(B)  invalidly  implemented  by  any  agency, 
if  the  Board  determines  that  such  provision, 
as  it  has  been  implemented  by  the  agency 
through  any  personnel  action  taken  by  the 
agency  or  through  any  policy  adopted  by 
the  agency  in  conformity  with  such  provi- 
sion, has  required  any  employee  to  violate 
section  2302(b). 

••(3)  The  Director  of  the  Office  of  Person- 
nel Management,  and  the  head  of  any 
agency  implementing  any  provision  of  any 
rule  or  regulation  under  review  pursuant  to 
this  subsection,  shall  have  the  right  to  par- 
ticipate in  such  review. 
••(4)  The  Board  shall  require  any  agency— 
•■(A)  to  cease  compliance  with  any  provi- 
sions of  any  rule  or  regulation  which  the 
Board  declares  under  this  subsection  to  be 
invalid  on  its  face:  and 

"(B)  to  correct  any  invalid  implementa- 
tion by  the  agency  of  any  provision  of  any 
rule  or  regulation  which  the  Board  declares 
under  this  subsection  to  have  been  invalidly 
implemented  by  the  agency. 

"(g)  The  Chairman  of  the  Board  may  del- 
egate any  of  the  Chairman's  administrative 


responsibilities  under  this  title  to  any  em- 
ployee of  the  Board. 

••(h)  The  Board  shall  have  the  authority 
to  prescribe  such  regulations  as  may  be  nec- 
essary for  the  performance  of  its  functions. 
The  Board  shall  not  issue  advisory  opinions. 
All  regulations  of  the  Board  shall  be  pub- 
lished in  the  Federal  Register. 

•■(i)  Except  as  provided  in  section  518  of 
title  28.  relating  to  litigation  before  the  Su- 
preme Court,  attorneys  designated  by  the 
Chairman  of  the  Board  may  appear  for  the 
Board,  and  represent  the  Board,  in  any  civil 
action  brought  in  connection  with  any  func- 
tion carried  out  by  the  Board  pursuant  to 
this  title  or  as  otherwise  authorized  by  law. 
••(j)  The  Chairman  of  the  Board  may  ap- 
point such  personnel  as  may  be  necessary  to 
perform  the  functions  of  the  Board.  Any  ap- 
pointment made  under  this  suljsection  shall 
comply  with  the  provisions  of  this  title, 
except  that  such  appointment  shall  not  be 
subject  to  the  approval  or  supervision  of  the 
Office  of  Personnel  Management  or  the  Ex- 
ecutive Office  of  the  President  (other  than 
approval  required  under  section  3324  or  sub- 
chapter VIII  of  chapter  33). 

••(k)  The  Board  shall  prepare  and  submit 
to  the  President,  and.  at  the  same  time,  to 
the  appropriate  committees  of  Congress,  an 
annual  budget  of  the  expenses  and  other 
items  relating  to  the  Board  which  shall,  as 
revised,  be  included  as  a  separate  item  in 
the  budget  required  to  be  transmitted  to  the 
Congress  under  section  1105  of  title  31. 

•■(1)  The  Board  shall  submit  to  the  Presi- 
dent, and.  at  the  same  time,  to  each  House 
of  the  Congress,  any  legislative  recommen- 
dations of  the  Board  relating  to  any  of  its 
functions  under  this  title. 
"!^  I20i>.  Transmittal  of  information  to  Conxress 

■Notwithstanding  any  other  provision  of 
law  or  any  rule,  regulation,  or  policy  direc- 
tive, any  member  of  the  Board,  or  any  em- 
ployee of  the  Board  designated  by  the 
Board,  may  transmit  to  the  Congress  on  the 
request  of  any  committee  or  subcommittee 
thereof,  by  report,  testimony,  or  otherwise, 
information  and  views  on  functions,  respon- 
sibilities, or  other  matters  relating  to  the 
Board,  without  review,  clearance,  or  approv- 
al by  any  other  administrative  authority. 
"S  r206.  Annual  repf)rl 

The  Board  shall  submit  an  annual  report 
to  the  President  and  the  Congress  on  its  ac- 
tivities, which  shall  include  a  description  of 
significant  actions  taken  by  the  Board  to 
carry  out  its  functions  under  this  title.  The 
report  shall  also  review  the  significant  ac- 
tions of  the  Office  of  Personnel  Manage- 
ment, including  an  anlysis  of  whether  the 
actions  of  the  Office  of  Personnel  Manage- 
ment are  in  accord  with  merit  system  princi- 
ples and  free  from  prohibited  personnel 
practices. 
■Subchapter  II— Office  of  Special  Counsel 
"§1211.  EsUblishment 

•(a)  There  is  established  the  Office  of 
Special  Counsel,  which  shall  be  headed  by 
the  Special  Counsel.  The  Office  shall  have 
an  official  seal  which  shall  be  judicially  no- 
ticed. The  Office  shall  have  its  principal 
office  in  the  District  of  Columbia  and  shall 
have  field  offices  in  other  appropriate  loca- 
tions. 

"(b)  The  Special  Counsel  shall  be  appoint- 
ed by  the  President,  by  and  with  the  advice 
and  consent  of  the  Senate,  for  a  term  of  5 
years.  The  Special  Counsel  shall  be  an  indi- 
vidual who,  by  demonstrated  ability,  back- 
ground, training,  or  experience,  is  especially 
qualified  to  carry  out  the  functions  of  the 
position.  A  Special  Counsel  appointed  to  fill 


a  vacancy  occurring  before  the  end  of  a 
term  of  office  of  the  Special  Counsel's  pred- 
ecessor serves  for  the  remainder  of  the 
term.  The  Special  Counsel  may  be  removed 
by  the  President  only  for  inefficiency,  ne- 
glect of  duty,  or  malfeasance  in  office.  The 
Special  Counsel  may  not  hold  another  office 
or  position  in  the  Government  of  the  United 
States,  except  as  otherwise  provided  by  law 
or  at  the  direction  of  the  President. 

"§1212.   Powers  and   functions  of  the  Office  of 

Special  Counsel 

'•(a)  The  Office  of  Special  Counsel  shall— 

•'(1)  in  accordance  with  applicable  provi- 
sions of  this  subchapter,  represent  and  act 
on  behalf  of  employees,  former  employees, 
and  applicants  for  employment  alleging  pro- 
hibited personnel  practices: 

••(2)  receive  and  investigate  allegations  of 
prohibited  personnel  practices,  and.  where 
appropriate— 

"(A)  bring  petitions  for  stays,  and  peti- 
tions for  corrective  action,  under  section 
1214:  and 

••(B)  file  a  complaint  or  make  recommen- 
dations for  disciplinary  action  under  section 
1215: 

•(3)  receive,  review,  and,  where  appropri- 
ate, forward  to  the  Attorney  General  or  an 
agency  head  under  section  1213,  disclosures 
of  violations  of  any  law,  rule,  or  regulation, 
or  mismanagement,  a  gross  waste  of  funds, 
an  abuse  of  authority,  or  a  substantial  and 
specific  danger  to  public  health  or  safety: 

••(4)  review  rules  and  regulations  issued  by 
the  Director  of  the  Office  of  Personnel 
Management  in  carrying  out  functions 
under  section  1103  and,  where  the  Special 
Counsel  finds  that  any  such  rule  or  regula- 
tion would,  on  its  face  or  as  implemented, 
require  the  commission  of  a  prohibited  per- 
sonnel practice,  file  a  written  complaint 
with  the  Board:  and 

■•(5)  investigate  and  bring  appropriate  ac- 
tions concerning  allegations  of  violations  of 
other  laws  within  the  jurisdiction  of  the 
Office  of  Special  Counsel  (as  referred  to  in 
section  1216). 

•■(b)(1)  The  Special  Counsel  and  any  em- 
ployee of  the  Office  of  Special  Counsel  des- 
ignated by  the  Special  Counsel  may  admin- 
ister oaths,  examine  witnesses,  take  deposi- 
tions, and  receive  evidence. 

••(2)  The  Special  Counsel  may— 

•■(A)  issue  subpoenas:  and 
■(B)  order  the  taking  of  depositions  and 
order  responses  to  written  interrogatives: 

in  the  same  manner  as  provided  under  sec- 
tion 1204. 

•■(3)  Section  1204(c).  and  the  second  sen- 
tence of  section  1204(d),  shall  apply  in  the 
case  of  contumacy  or  failure  to  obey  a  sub- 
poena issued  under  this  subsection. 

■•(4)  Witnesses  (whether  appearing  volun- 
tarily or  under  subpoena)  shall  be  paid  the 
same  fee  and  mileage  allowances  which  are 
paid  subpoenaed  witnesses  in  the  courts  of 
the  United  States. 

••(c)  Except  as  provided  in  section  518  of 
title  28,  relating  to  litigation  before  the  Su- 
preme Court,  attorneys  designated  by  the 
Special  Counsel  may  appear  for  the  Office 
of  Special  Counsel,  and  represent  the 
Office,  in  any  civil  action  brought  in  connec- 
tion with  any  function  carried  out  by  the 
Office  pursuant  to  this  title  or  as  otherwise 
authorized  by  law. 

'(d)(1)  Except  as  provided  in  paragraph 
(2),  the  Special  Counsel  may  as  a  matter  of 
right  intervene  or  otherwise  participate  in 
any  proceeding  before  the  Merit  Systems 
Protection  Board,  except  that  the  Special 
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Counsel  shall  comply  with  the  rules  of  the 
Board. 

■•(2)  The  Special  Counsel  may  intervene  or 
otherwise  participate  in  an  action  brought 
by  an  individual  under  section  1221  or  in  an 
appeal  brought  by  an  employee  under  sec- 
tion 7701  only  with  the  consent  of  such  indi- 
vidual or  employee. 

"(3)  (A)  The  Special  Counsel  may  obtain 
judicial  review  of  any  final  order  or  decision 
of  the  Merit  Systems  Protection  Board  in 
which  the  Special  Counsel  was  a  party. 

"(B)  A  petition  for  review  under  this  para- 
graph shall  be  filed  with  such  court,  and 
within  such  time,  as  provided  for  under  sec- 
tion 7703(b). 

"(e)  (1)  The  Special  Counsel  may  appoint 
the  legal,  administrative,  and  support  per- 
sonnel necessary  to  perform  the  functions 
of  the  Special  Counsel. 

"(2)  Any  appointment  made  under  this 
subsection  shall  be  made  in  accordance  with 
the  provisions  of  this  title,  except  that  such 
appointment  shall  not  be  subject  to  the  ap- 
proval or  supervision  of  the  Office  of  Per- 
sonnel Management  or  the  Executive  Office 
of  the  President  (other  than  approval  re- 
quired under  section  3324  or  subchapter 
VIII  of  chapter  33). 

"(f)  The  Special  Counsel  may  prescribe 
regulations  relating  to  the  receipt  and  inves- 
tigation of  matters  under  the  jurisdiction  of 
the  Special  Counsel.  Such  regulations  shall 
be  published  in  the  Federal  Register. 

"(g)  The  Special  Counsel  shall  not  issue 
any  advisory  opinion  concerning  any  law, 
rule,  or  regulation  (other  than  an  advisory 
opinion  concerning  chapter  15  or  subchap- 
ter III  of  chapter  73). 

"§1213.  Provisions  relating  to  disclosures*  of  vio- 
lations of  law.  mismanagement,  and  certain 
other  matters 

"(a)  This  section  applies  with  respect  to— 
"(1)  any  disclosure  of  information  by  an 
employee,  former  employee,  or  applicant  for 
employment  which  the  employee,  former 
employee,  or  applicant  reasonably  believes 
evidences— 

"(A)  a  violation  of  any  law,  rule,  or  regula- 
tion: or 

"(B)  mismanagement,  a  gross  waste  of 
funds,  an  abuse  of  authority,  or  a  substan- 
tial and  specific  danger  to  public  health  or 
safety; 

if  such  disclosure  is  not  specifically  prohib- 
ited by  law  and  if  such  information  is  not 
specifically  required  by  Executive  order  to 
be  kept  secret  in  the  interest  of  national  de- 
fense or  the  conduct  of  foreign  affairs:  and 
"(2)  any  disclosure  by  an  employee, 
former  employee,  or  applicant  for  employ- 
ment to  the  Special  Counsel  or  to  the  In- 
spector General  of  an  agency  or  another 
employee  designated  by  the  head  of  the 
agency  to  receive  such  disclosures  of  infor- 
mation which  the  employee,  former  employ- 
ee, or  applicant  reasonably  believes  evi- 
dences— 

"(A)  a  violation  of  any  law,  rule,  or  regula- 
tion; or 

"(B)  mismanagement,  a  gross  waste  of 
funds,  an  abuse  of  authority,  or  a  substan- 
tial and  specific  danger  to  public  health  or 
safety. 

"(b)  Whenever  the  Special  Counsel  re- 
ceives information  of  a  type  described  in 
subsection  (a),  the  Special  Counsel  shall 
review  such  information  and,  within  15  days 
after  receiving  the  information,  determine 
whether  there  is  a  substantial  likelihood 
that  the  information  discloses  a  violation  of 
any  law,  rule,  or  regulation,  or  mismanage- 
ment, gross  waste  of  funds,  abuse  of  author- 


ity, or  substantial  and  specific  danger  to 
public  health  and  safety. 

■(c)(1)  Subject  to  paragraph  (2).  if  the 
Special  Counsel  makes  a  positive  determina- 
tion under  subsection  (b),  the  Special  Coun- 
sel shall  promptly  transmit  the  information 
with  respect  to  which  the  determination 
was  made  to  the  appropriate  agency  head 
and  require  that  the  agency  head— 

"(A)  conduct  an  investigation  with  respect 
to  the  information  and  any  related  matters 
transmitted  by  the  Special  Counsel  to  the 
agency  head;  and 

"(B)  submit  a  written  report  setting  forth 
the  findings  of  the  agency  head  within  60 
days  after  the  date  on  which  the  informa- 
tion is  transmitted  to  the  agency  head  or 
within  any  longer  period  of  time  agreed  to 
in  writing  by  the  Special  Counsel. 

"(2)  The  Special  Counsel  may  require  an 
agency  head  to  conduct  an  investigation  and 
submit  a  written  report  under  paragraph  ( 1 ) 
only  if  the  information  was  transmitted  to 
the  Special  Counsel  by— 

"(A)  an  employee,  former  employee,  or  ap- 
plicant for  employment  in  the  agency  which 
the  information  concerns;  or 

"(B)  an  employee  who  obtained  the  infor- 
mation in  connection  with  the  performance 
of  the  employee's  duties  and  responsibil- 
ities. 

"(d)  Any  report  required  under  subsection 
(c)  shall  be  reviewed  and  signed  by  the  head 
of  the  agency  and  shall  include— 

"(1)  a  summary  of  the  information  with 
respect  to  which  the  investigation  was  initi- 
ated; 

"(2)  a  description  of  the  conduct  of  the  in- 
vestigation; 

"(3)  a  summary  of  any  evidence  obtained 
from  the  investigation; 

"(4)  a  listing  of  any  violation  or  apparent 
violation  of  any  law.  rule,  or  regulation;  and 

"(5)  a  description  of  any  action  taken  or 
planned  as  a  result  of  the  investigation, 
such  as— 

"(A)  changes  in  agency  rules,  regulations, 
or  practices; 

"(B)  the  restoration  of  any  aggrieved  em- 
ployee; 

"(C)  disciplinary  action  against  any  em- 
ployee; and 

"(D)  referral  to  the  Attorney  General  of 
any  evidence  of  a  criminal  violation. 

"(e)(1)  Any  such  report  shall  be  submitted 
to  the  Congress,  to  the  President,  and  to  the 
Special  Counsel  for  transmittal  to  the  com- 
plainant. Whenever  the  Special  Counsel 
does  not  receive  the  report  of  the  agency 
head  within  the  time  prescribed  in  subsec- 
tion (c)(1)(B),  the  Special  Counsel  shall 
transmit  a  copy  of  the  information  which 
was  received  by  the  agency  head  to  the 
President  and  to  the  Congress,  together 
with  a  statement  noting  the  failure  of  the 
agency  head  to  file  the  required  report. 

"(2)  In  any  case  in  which  evidence  of  a 
criminal  violation  obtained  by  an  agency  in 
an  investigation  under  subsection  (c)  is  re- 
ferred to  the  Attorney  General— 

"(A)  the  report  shall  not  be  transmitted  to 
the  complainant;  and 

"(B)  the  agency  shall  notify  the  Office  of 
Personnel  Management  and  the  Office  of 
Management  and  Budget  of  the  referral. 

"(f)  Upon  the  receipt  of  any  report  of  any 
agency  head  as  required  under  subsection 
(c).  the  Special  Counsel  shall  review  the 
report  and  determine  whether— 

"(1)  the  findings  of  the  agency  head 
appear  reasonable;  and 

"(2)  the  report  contains  the  information 
required  under  subsection  (d). 

"(g)  If  the  Special  Counsel  does  not  make 
a  positive  determination  under  subsection 


(b).  or  if  the  information  (as  described  in 
subsection  (a))  is  transmitted  to  the  Special 
Counsel  other  than  by  an  individual  de- 
scribed in  subparagraph  (A)  or  (B)  of  sub- 
section (c)(1).  the  Special  Counsel— 

"(1)  shall  return  any  information  and  any 
other  matter  provided  by  the  individual  who 
made  the  disclosure;  and 

"(2)  shall  inform  that  individual  of— 

"(A)  the  reasons  why  the  disclosure  may 
not  be  further  acted  on  under  this  chapter: 
and 

(B)  any  recourse  (administrative  or  oth- 
erwise) available  under  law,  rule,  or  regual- 
tion,  should  the  individual  wish  to  purse  the 
matter  further. 

"(h)(1)  Subject  to  paragraph  (2).  the  iden- 
tity of  any  employee,  former  employee,  or 
applicant  for  employment  who  makes  a  dis- 
closure described  in  subsection  (a)  may  not 
be  disclosed  by  the  Special  Counsel  without 
the  consent  of  the  employee,  former  em- 
ployee, or  applicant  unless  the  Special 
Counsel  determines  that  the  disclosures  of 
the  identity  of  the  employee,  former  em- 
ployee, or  applicant  is  necessary  in  order  to 
carry  out  the  functions  of  the  Special  Coun- 
sel. 

^"(2)  The  identity  of  any  employee,  former 
employee,  or  applicant  for  employment 
whose  disclosure  (as  described  in  subsection 
(a))  may  not.  under  subsection  (g).  be  fur- 
ther acted  on  under  this  chapter  may  not  lie 
disclosed  under  any  circumstances. 

"(i)  Except  as  specifically  authorized 
under  this  section,  the  provisions  of  this  sec- 
tion shall  not  be  considered  to  authorize  dis- 
closure of  any  information  by  any  agency  or 
any  person  which  is— 

"(1)  specifically  prohibited  from  disclo- 
sure by  any  other  provision  of  law;  or 

"(2)  specifically  required  by  Executive 
order  to  be  kept  secret  in  the  interest  of  na- 
tional defense  or  the  conduct  of  foreign  af- 
fairs. 

"(j)  With  respect  to  any  disclosure  of  in- 
formation described  in  subsection  (a)  which 
involves  foreign  intelligence  or  counterintel- 
ligence information,  if  the  disclosure  is  spe- 
cifically prohibited  by  law  or  by  Executive 
order,  the  Special  Counsel  shall  transmit 
such  information  to  the  Permanent  Select 
Committee  on  Intelligence  of  the  House  of 
Representatives  and  the  Select  Committee 
on  Intelligence  of  the  Senate. 

"(k)  The  Special  Counsel  shall  maintain 
and  make  available  to  the  public  a  list  of 
noncriminal  matters  referred  to  heads  of 
agencies  under  subsection  (c),  together  with 
reports  by  the  heads  of  agencies  under  sub- 
section (c)(1)(B)  relating  to  such  matters. 
The  Special  Counsel  shall  take  steps  to 
ensure  that  any  such  public  list  does  not 
contain  any  information  the  disclosure  of 
which  is  prohibited  by  law  or  by  Executive 
order  requiring  that  information  be  kept 
secret  in  the  interest  of  national  defense  or 
the  conduct  of  foreign  affairs. 

"S12I4.    lnvestig:ation    of    prohibited    personnel 

practices:  corrective  action 

"(a)(1)  The  Special  Counsel  shall  receive 
any  allegation  of  a  prohibited  personnel 
practice  and  shall  investigate  the  allegation 
to  the  extent  necessary  to  determine  wheth- 
er there  are  reasonable  grounds  to  believe 
that  a  prohibited  personnel  practice  has  oc- 
curred, exists,  or  is  to  be  taken. 

"(2)  If  the  Special  Counsel  terminates  any 
investigation  under  paragraph  (1).  the  Spe- 
cial Counsel  shall  prepare  and  transmit  to 
any  person  on  whose  allegation  the  investi- 
gation was  initiated  a  written  statement  no- 
tifying the  person  of  the  termination  of  the 
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investigation,  the  findings  of  fact  ascer- 
tained during  the  course  of  the  Investiga- 
tion, and  the  reasons  for  terminating  the  in- 
vestigation. 

"(3)  In  addition  to  any  authority  granted 
under  paragraph  (1).  the  Special  Counsel 
may.  in  the  absence  of  an  allegation,  con- 
duct an  investigation  for  the  purpose  of  de- 
termining whether  there  are  reasonable 
grounds  to  believe  that  a  prohibited  person- 
nel practice  (or  a  pattern  of  prohibited  per- 
sonnel practices)  has  occurred,  exists,  or  is 
to  be  taken. 

••(b)(l)(A)(i)  The  Special  Counsel  may  re- 
quest any  member  of  the  Merit  Systems 
Protection  Board  to  order  a  stay  of  any  per- 
sonnel action  for  45  days  if  the  Special 
Counsel  determines  that  there  are  reasona- 
ble grounds  to  believe  that  the  personnel 
action  was  taken,  or  is  to  be  taken,  as  a 
result  of  a  pronibited  personnel  practice. 

"(ii)  Any  member  of  the  Board  requested 
by  the  Sp>ecial  Counsel  to  order  a  stay  under 
clause  (i)  shall  order  such  stay  unless  the 
member  determines  that,  under  the  facts 
aind  circumstances  involved,  such  a  stay 
would  not  be  appropriate. 

■•(iii)  Unless  denied  under  clause  (ii),  any 
stay  under  this  subparagraph  shall  be 
granted  within  3  calendar  days  (excluding 
Saturdays.  Sundays,  and  legal  holidays) 
after  the  date  of  the  request  for  the  stay  by 
the  Special  Counsel. 

■■(B)  The  Board  may  extend  the  period  of 
any  stay  granted  under  subparagraph  (A) 
for  any  period  which  the  Board  considers 
appropriate. 

■•(2)(A)  If,  during  the  pendency  of  a  stay 
ordered  under  paragraph  (1).  the  agency 
does  not  act  to  correct  the  prohibited  per- 
sonnel practice,  the  Special  Counsel  shall 
petition  the  Board  for  corrective  action. 

■(B)  If  the  Special  Counsel  finds,  in  con- 
sultation with  the  individual  subject  to  the 
prohibited  personnel  practice,  that  the 
agency  has  acted  to  correct  the  prohibited 
personnel  practice,  the  Special  Counsel 
shall  file  such  finding  with  the  Board,  to- 
gether with  any  written  comments  which 
the  individual  may  provide. 

■■(3)(A)  Whenever  the  Special  Counsel  pe- 
titions the  Board  for  corrective  action,  the 
Board  shall  provide  an  opportunity  for  oral 
or  written  comments  by  the  Special  Coun- 
sel, the  agency  involved,  and  any  individual 
who  alleges  to  be  the  subject  of  the  prohib- 
ited personnel  practice. 

■■(B)(i)  Subject  to  clause  (ii).  the  Board 
shall  order  such  corrective  action  as  the 
Board  considers  appropriate  if  the  Board 
determines  that  the  Special  Counsel  has 
demonstrated  that  a  prohibited  personnel 
practice  has  occurred,  exists,  or  is  to  be 
taken,  by— 

■■(I)  Substantial  evidence,  in  the  case  of  a 
prohibited  personnel  practice  described  in 
section  2302(b)(8);  or 

■■(II)  a  preponderance  of  the  evidence,  in 
the  case  of  a  prohibited  personnel  practice 
other  than  one  described  in  section 
2302(b)(8). 

■■(ii)  Corrective  action  under  clause  (i) 
shall  not  be  ordered— 

■•(I)  if  the  personnel  action  involved  is  jus- 
tified on  a  basis  independent  of  the  prohib- 
ited personnel  practice  referred  to  in  clause 
(i):  and 

■■(II)  if  the  agency  demonstrates,  by  a  pre- 
ponderance of  the  evidence,  that  such  per- 
sonnel action  was  taken,  or  is  to  be  taken, 
solely  for  the  reason  under  subclause  (I). 

■■(c)(1)  Judicial  review  of  any  final  order 
or  decision  of  the  Board  under  this  section 
may  be  obtained— 


■■(A)  by  any  employee,  former  employee, 
or  applicant  for  employment  adversely  af- 
fected by  such  order  or  decision:  or 

■•(B)  by  the  Special  Counsel. 

■■(2)  A  petition  for  review  under  this  sub- 
section shall  be  filed  with  such  court,  and 
within  such  time,  as  provided  for  under  sec- 
tion 7703(b). 

■■(d)(1)  If.  in  connection  with  any  investi- 
gation under  this  subchapter,  the  Special 
Counsel  determines  that  there  is  reasonable 
cause  to  believe  that  a  criminal  violation 
has  occurred,  the  Special  Counsel  shall 
report  the  determination  to  the  Attorney 
General  and  to  the  head  of  the  agency  in- 
volved, and  shall  submit  a  copy  of  the 
report  to  the  Director  of  the  Office  of  Per- 
sonnel Management  and  the  Director  of  the 
Office  of  Management  and  Budget. 

■■(2)  In  any  case  in  which  the  Special 
Counsel  determines  that  there  are  reasona- 
ble grounds  to  believe  that  a  prohibited  per- 
sonnel practice  has  occurred,  exists,  or  is  to 
be  taken,  the  Special  Counsel  shall  proceed 
with  any  investigation  or  proceeding  insti- 
tuted under  this  subchapter  notwithstand- 
ing that  the  alleged  violation  has  been  re- 
ported to  the  Attorney  General. 

■■(e)  If.  in  connection  with  any  investiga- 
tion under  this  subchapter,  the  Special 
Counsel  determines  that  there  is  reasonable 
cause  to  believe  that  any  violation  of  any 
law.  rule,  or  regulation  has  occurred  other 
than  one  referred  to  in  sub.section  (b)  or  (d), 
the  Special  Counsel  shall  report  such  viola- 
tion to  the  head  of  the  agency  involved.  The 
Special  Counsel  shall  require,  within  30 
days  after  the  receipt  of  the  report  by  the 
agency,  a  certification  by  the  head  of  the 
agency  which  states— 

■■(1)  that  the  head  of  the  agency  has  per- 
sonally reviewed  the  report:  and 

■■(2)  what  action  has  been  or  is  to  be 
taken,  and  when  the  action  will  be  corpplet- 
ed. 

■■(f)  During  any  investigation  initiated 
under  this  subchapter,  no  disciplinary 
action  shall  be  taken  against  any  employee 
for  any  alleged  prohibited  activity  under  in- 
vestigation or  for  any  related  activity  with- 
out the  approval  of  the  Special  Counsel. 

■■§  \'l\h.  Disciplinary  action 

■■(a)(1)  Except  as  provided  in  subsection 
(b).  if  the  Special  Counsel  determines  that 
disciplinary  action  should  be  taken  against 
any  employee  for  having— 

■■(A)  committed  a  prohibited  personnel 
practice. 

■•(B)  violated  the  provisions  of  any  law. 
rule,  or  regulation,  or  engaged  in  any  other 
conduct  within  the  jurisdiction  of  the  Spe- 
cial Counsel  as  described  in  section  1216.  or 

•■(C)  knowmgly  and  willfully  refused  or 
failed  to  comply  with  an  order  of  the  Merit 
Systems  Protection  Board, 
the  Special  Counsel  shall  prepare  a  written 
complaint  against  the  employee  containing 
the  Special  Counsers  determination,  togeth- 
er with  a  statement  of  supporting  facts,  and 
present  the  complaint  and  statement  to  the 
employee  and  the  Board,  in  accordance  with 
this  subsection. 

•■(2)  Any  employee  against  whom  a  com- 
plaint has  been  presented  to  the  Merit  Sys- 
tems Protection  Board  under  paragraph  ( 1 ) 
is  entitled  to— 

■■(A)  a  reasonable  time  to  answer  orally 
and  in  writing,  and  to  furnish  affidavits  and 
other  documentary  evidence  in  support  of 
the  answer: 

■•(B)  be  represented  by  an  attorney  or 
other  representative; 


••(C)  a  hearing  before  the  Board  or  an  ad- 
ministrative law  judge  appointed  under  sec- 
tion 3105  and  designated  by  the  Board: 

•(D)  have  a  transcript  kept  of  any  hearing 
under  subparagraph  (C);  and 

■■(E)  a  written  decision  and  reasons  there- 
for at  the  earliest  practicable  date,  includ- 
ing a  copy  of  any  final  order  imposing  disci- 
plinary action. 

•■(3)  A  final  order  of  the  Board  may 
impose  disciplinary  action  consisting  of  re- 
moval, reduction  in  grade,  debarment  from 
Federal  employment  for  a  period  not  to 
exceed  5  years,  suspension,  reprimand,  or  an 
assessment  of  a  civil  penalty  not  to  exceed 
$1,000. 

■■(4)  There  may  be  no  administrative 
appeal  from  an  order  of  the  Board.  An  em- 
ployee subject  to  a  final  order  imposing  dis- 
ciplinary action  under  this  subsection  may 
obtain  judicial  review  of  the  order  by  filing 
a  petition  therefor  with  such  court,  and 
within  such  time,  as  provided  for  under  sec- 
tion 7703(b). 

■(5)  In  the  case  of  any  State  or  local  offi- 
cer or  employee  under  chapter  15,  the 
Board  shall  consider  the  case  in  accordance 
with  the  provisions  of  such  chapter. 

■■(b)  In  the  case  of  an  employee  in  a  confi- 
dential, policy-making,  policy-determining, 
or  policy-advocating  position  appointed  by 
the  President,  by  and  with  the  advice  and 
consent  of  the  Senate  (other  than  an  indi- 
vidual in  the  Foreign  Service  of  the  United 
States),  the  complaint  and  statement  re- 
ferred to  in  subsection  (a)(1).  together  with 
any  response  of  the  employee,  shall  be  pre- 
sented to  the  President  for  appropriate 
action  in  lieu  of  being  presented  under  sub- 
section (a). 

•(c)(1)(A)  In  the  case  of  an  individual 
under  clause  (i)  or  (ii)  of  subparagraph  (B), 
the  Special  Counsel  may  transmit  recom- 
mendations for  disciplinary  or  other  appro- 
priate action  (including  the  evidence  on 
which  such  recommendations  are  based)  to 
the  head  of  the  Federal  agency  concerned. 

•(B)  This  subsection  applies  with  respect 
to— 

••(i)  members  of  the  uniformed  services; 
and 

'•(ii)  individuals  employed  by  any  person 
under  contract  with  an  agency  to  provide 
goods  or  services. 

••(2)  In  any  case  in  which  the  Special 
Counsel  transmits  recommendations  to  an 
agency  head  under  paragraph  (1).  the 
agency  head  shall,  within  60  days  after  re- 
ceiving such  recommendations,  transmit  a 
report  to  the  Special  Counsel  on  each  rec- 
ommendation and  the  action  taken,  or  pro- 
posed to  be  taken,  with  respect  to  each  such 
recommendation. 

§  1216.  Uther  matters  within  the  jurisdiction  of 

the  Office  of  Special  Counsel 

•'(a)  In  addition  to  the  authority  other- 
wise provided  in  this  chapter,  the  Special 
Counsel  shall,  except  as  provided  in  subsec- 
tion (b),  conduct  an  investigation  of  any  al- 
legation concerning— 

■(1)  political  activity  prohibited  under 
subchapter  III  of  chapter  73.  relating  to  po- 
litical activities  by  Federal  employees: 

■■(2)  political  activity  prohibited  under 
chapter  15,  relating  to  political  activities  by 
certain  State  and  local  officers  and  employ- 
ees: 

■■(3)  arbitrary  or  capricious  withholding  of 
information  prohibited  under  section  552, 
except  that  the  Special  Counsel  shall  make 
no  investigation  of  any  withholding  of  for- 
eign intelligence  or  counterintelligence  in- 
formation the  disclosure  of  which  is  specifi- 
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cally  prohibited  by  law  or  by  Executive 
order; 

"(4)  activities  prohibited  by  any  civil  serv- 
ice law,  rule,  or  regulation,  including  any  ac- 
tivity relating  to  political  intrusion  in  per- 
sonnel decisionmaking:  and 

"<5)  involvement  by  any  employee  in  any 
prohibited  discrimination  found  by  any 
court  or  appropriate  administrative  author- 
ity to  have  occurred  in  the  course  of  any 
personnel  action. 

"(b)  The  Special  Counsel  shall  make  no 
investigation  of  any  allegation  of  any  pro- 
hibited activity  referred  to  in  subsection 
(a)(5)  if  the  Special  Counsel  determines 
that  the  allegation  may  be  resolved  more 
appropriately  under  an  administrative  ap- 
peals procedure. 

■•(c)(1)  If  an  investigation  by  the  Special 
Counsel  under  subsection  (a)(1)  substanti- 
ates an  allegation  relating  to  any  activity 
prohibited  under  section  7324.  the  Special 
Counsel  may  petition  the  Merit  Systems 
Protection  Board  for  any  penalties  provided 
for  under  section  7325. 

"(2)  If  the  Special  Counsel  receives  allega- 
tions of  activities  described  in  subsection 
(a)(4)  or  involvement  described  in  subsec- 
tion (a)(5).  the  Special  Counsel  may  investi- 
gate and  seek  corrective  action  under  sec- 
tion 1214  and.  if  appropriate,  disciplinary 
action  under  section  1215  as  if  the  activities 
or  involvement  were  a  prohibited  personnel 
practice. 

•'§  1217.  Transmittal  of  information  to  Congress 

"Notwithstanding  any  other  provision  of 
law  or  any  rule,  regulation,  or  policy  direc- 
tive, the  Special  Counsel  or  any  employee  of 
the  Special  Counsel  designated  by  the  Spe- 
cial Counsel,  may  transmit  to  the  Congress 
on  the  request  of  any  committee  or  subcom- 
mittee, thereof,  by  report,  testimony,  or 
otherwise,  information  and  views  on  func- 
tions, responsibilities,  or  other  matters  re- 
lating to  the  Office,  without  review,  clear- 
ance, or  approval  by  any  other  administra- 
tive authority. 

"§  I21S.  Annual  report 

"The  Special  Counsel  shall  submit  an 
annual  report  to  the  Congress  on  the  activi- 
ties of  the  Special  Counsel,  including  the 
number,  types  and  disposition  of  allegations 
of  prohibited  personnel  practices  filed  with 
it.  investigations  conducted  by  it.  and  ac- 
tions initiated  by  it  before  the  Merit  Sys- 
tems Protection  Board,  as  well  as  a  descrip- 
tion of  the  recommendations  and  reports 
made  by  it  to  other  agencies  pursuant  to 
this  subchapter,  and  the  actions  taken  by 
the  agencies  as  a  result  of  the  reports  or 
recommendations.  The  report  required  by 
this  section  shall  include  whatever  recom- 
mendations for  legislation  or  other  action 
by  Congress  the  Special  Counsel  may  con- 
sider appropriate. 

"Subchapter  III— Individual  Right  of  Action 
in  Cases  Involving  Prohibited  Personnel 
Practices 

"§  1221.  Individual  rij^ht  of  action 

"(a)  An  employee,  former  employee,  or  ap- 
plicant for  employment  may,  with  respect  to 
any  personnel  action  taken,  or  proposed  to 
be  taken,  against  such  employee,  former  em- 
ployee, or  applicant  for  employment,  as  a 
result  of  a  prohibited  personnel  practice, 
seek  corrective  action  from  the  Merit  Sys- 
tems Protection  Board. 

"(b)(1)  Any  employee,  former  employee, 
or  applicant  for  employment  seeking  correc- 
tive action  under  subsection  (a)  may  request 
that  the  Board  order  a  stay  of  the  personnel 
action  involved. 
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"(2)  Any  stay  requested  under  paragraph 
(1)  shall  be  granted  within  10  calendar  days 
(excluding  Saturdays,  Sundays,  and  legal 
holidays)  after  the  date  the  request  is  made, 
unless  the  Board  determines— 

(A)  that  there  is  not  a  substantial  likeli- 
hood that  the  individual  will  prevail;  or 

•(B)  that  granting  the  stay  would  result  in 
extreme  hardship  to  the  agency  which 
would  be  subject  to  the  order. 

••(3)(A)  Except  as  provided  in  subpara- 
graph (B).  a  stay  granted  under  this  subsec- 
tion shall  remain  in  effect  until  a  final  order 
or  decision  is  rendered  by  the  Board. 

••(B)  The  Board  may  modify  or  dissolve  a 
stay  under  this  subsection  at  any  time  upon 
a  showing  by  the  agency  involved  that  a 
failure  to  grant  the  request  to  modify  or  dis- 
solve the  stay  (as  the  case  may  be)  would 
result  in  extreme  hardship  to  the  agency. 

•■(c)(1)  At  the  request  of  an  employee, 
former  employee,  or  applicant  for  employ- 
ment seeking  corrective  action  under  sub- 
section (a),  the  Board  may  issue  a  subpoena 
for  the  attendance  and  testimony  of  any 
person  or  the  production  of  documentary  or 
other  evidence  from  any  person  if  the  Board 
finds  that  such  subpoena  is  necessary  for 
the  development  of  relevant  evidence. 

■•(2)  A  subpoena  under  this  subsection 
may  be  issued,  and  shall  be  enforced  in  the 
same  manner,  as  applies  in  the  case  of  sub- 
poenas under  section  1204. 

■•<d)(l)  Subject  to  paragraph  (2),  the 
Board  shall  order  such  corrective  action  as 
the  Board  considers  appropriate  if  the 
Board  determines  that  the  individual  has 
demonstrated  thai  a  prohibited  personnel 
practice  has  occurred,  exists,  or  is  to  be 
taken,  by— 

•■(A)  substantial  evidence,  in  the  case  of  a 
prohibited  personnel  practice  described  in 
section  2302(b)(8):  or 

■•(B)  a  preponderance  of  the  evidence,  in 
the  case  of  a  prohibited  personnel  practice 
other  than  one  described  in  section 
2302(b)(8). 

••(2)  Corrective  action  under  paragraph  (1) 
shall  not  be  ordered— 

•■(A)  if  the  personnel  action  involved  is 
justified  on  a  basis  independent  of  the  pro- 
hibited personnel  practice  referred  to  in 
paragraph  ( 1 ):  and 

••(B)  if  tlie  agency  demonstrates,  by  a  pre- 
ponderance of  the  evidence,  that  such  per- 
sonnel action  was  taken,  is  or  to  be  taken, 
solely  for  the  reason  under  subparagraph 
(A). 

'■(e)(1)  A  final  order  or  decision  shall  be 
rendered  by  the  Board  within  60  days  after 
the  commencement  of  any  proceeding  under 
this  section. 

■■(2)  A  decision  to  terminate  an  investiga- 
tion under  subchapter  II  may  not  be  consid- 
ered in  any  action  or  other  proceeding 
under  this  section. 

■•(f)  If  an  employee,  former  employee,  or 
applicant  for  employment  is  the  prevailing 
party,  and  the  decision  is  based  on  a  finding 
of  a  prohibited  personnel  practice,  the 
agency  involved  shall  be  hable  to  the  em- 
ployee, former  employee,  or  applicant  for 
reasonable  attorney's  fees  and  any  other 
costs  incurred. 

••(g)(1)  An  employee,  former  employee,  or 
applicant  for  employment  adversely  affect- 
ed or  aggrieved  by  a  final  order  or  decision 
of  the  Board  under  this  section  may  obtain 
judicial  review  of  the  order  or  decision. 

"(2)  A  petition  for  review  under  this  sub- 
section shall  be  filed  with  such  court,  and 
within  such  time,  as  provided  for  under  sec- 
tion 7703(b). 

"(h)(1)  An  individual  eligible  to  commence 
proceedings  before  the  Board   under  this 


section  or  section  7513(d>  with  respect  to  a 
prohibited  personnel  practice  may  com- 
mence proceedings  under  either  such  sec- 
tion, but  not  both. 

•■(2)  Subsections  (a)  through  (g)  shall 
apply  in  any  proceeding  brought  under  sec- 
tion 7513(d)  if.  or  to  the  extent  that,  a  pro- 
hibited personnel  practice  is  involved.'. 

(b)  Conforming  Amendment.— The  analy- 
sis for  part  II  of  title  5  of  the  United  States 
Code  is  amended  by  striking  the  item  relat- 
ing to  chapter  12  and  inserting  the  follow- 
ing: 

12.  Merit  Systems  Protection  Board.  Office 
of  Special  Counsel,  and  Em- 
ployee Right  of  Action  1201". 

SEf.  l.Jl'DUIAI.  KKVIEW 

(a)  Named  Respondent.— Section 
7703(a)(2)  of  title  5.  United  States  Code,  is 
amended  to  read  as  follows: 

■•(2)(A)  Except  as  provided  in  subpara- 
graph (B).  the  Board  shall  be  the  named  re- 
spondent in  any  proceeding  brought  pursu- 
ant to  this  subsection. 

•■(B)  If  the  employee  or  applicant  for  em- 
ployment seeks  review,  on  the  merits,  of  a 
final  order  or  decision  issued  by  the  Board 
under  section  7701.  the  agency  responsible 
for  taking  the~action  appealed  to  the  Board 
shall  be  the  named  respondent.". 

(b)  Venue. -rSection  7703(b)(1)  of  title  5. 
United  SUtes  Code,  is  amended  by  striking 

"Circuit."  and  inserting  "Circuit  or  a  United 
States  court  of  appeals  for  the  judicial  cir- 
cuit within  which  the  petitioner  resides". 

SE(    .V  RKPRISAl.S. 

Section  2302(b)(9)  of  title  5.  United  States 
Code,  is  amended  to  read  as  follows: 

■■(9)  take  or  fail  to  take  any  personnel 
action  against  any  employee  or  applicant 
for  employment  as  a  reprisal— 

■■(A)  for  the  exercise  of  any  appeal,  com- 
plaint, or  grievance  right  granted  by  any 
law.  rule,  or  regulation; 

•(B)  for  testifying  for  or  otherwise  lawful- 
ly assisting  any  individual  in  the  exercise  of 
any  right  referred  to  in  subparagraph  (A): 

••(C)  for  cooperating  with  or  disclosing  in- 
formation to  the  Inspector  General  of  an 
agency,  or  the  Special  Counsel,  in  accord- 
ance with  applicable  provisions  of  law:  or 

••(D)  for  failing  to  follow  orders  to  disobey 
a  law:". 

SK( .  6.  TKNVKSSEK  VAl.l.EV  Al  THORITV 

Section  2303(a)(2)(C)(i)  of  title  5,  United 
States  Code,  is  amended  to  read  as  follows: 

"(i)  a  Government  corporation  (other 
than  the  Tennessee  Valley  Authority);". 

.>;E<    7   INTKKIM  RKI.IEK. 

Section  7701(b)  of  title  5.  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following:  "In  the  event  that  the  employee 
or  applicant  for  employment  is  the  prevail- 
ing party  in  an  appeal  under  this  subsection, 
the  employee  or  applicant  shall  be  granted 
the  relief  provided  in  the  decision  pending 
the  outcome  of  any  petition  for  review 
under  subsection  (e).  except  that  nothing  in 
this  sentence  requires  that  any  award  of 
back  pay  or  attorney  fees  be  paid  before  the 
decision  has  become  final. ". 

SEC  K.  SAVIN(;S  PROVISIONS. 

(a)  Orders.  Rules,  and  Regulations.— All 
orders,  rules,  and  regulations  issued  by  the 
Merit  Systems  Protection  Board  or  the  Spe- 
cial Counsel  before  the  effective  date  of  this 
Act  shall  continue  in  effect,  according  to 
their  terms,  until  modified,  terminated,  su- 
perseded, or  repealed. 

(b)  Administrative  I»roceedings.— No  pro- 
vision of  this  Act  shall  affect  any  adminis- 
trative   proceedings   pending   at    the   time 
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such  provisions  take  effect.  Orders  shall  be 
issued  in  such  proceedings,  and  appeals 
shall  be  taken  therefrom,  as  if  this  Act  has 
not  been  enacted. 

(c)  Suits  and  Other  Pkoceedincs.— No 
suit,  action."  or  other  proceeding  lawfully 
commenced  by  or  against  the  members  of 
the  Merit  Systems  Protection  Board,  the 
Special  Courjsel.  or  officers  or  employees 
thereof,  in  their  official  capacity  or  in  rela- 
tion to  the  discharge  of  their  official  duties, 
as  in  effect  immediately  before  the  effective 
date  of  this  Act,  shall  abate  by  reason  of  the 
enactment  of  this  Act.  Determinations  with 
respect  to  any  such  suit,  action,  or  other 
proceeding  shall  be  made  as  if  this  Act  had 
not  been  enacted. 

8BC  ».  AITHORIZATION  Ol'  APPROPRIATIONS;  RK- 
STRKTION  REI.ATIN<;  Ti)  APPROPRIA- 
TIONS INDKR  THK  CIVII.  SKRVK  K 
REKOR.M  .A<T  OK  197N. 

(a)  Authorization  of  Appropriations.— 
There  are  authorized  to  be  appropriated, 
out  of  any  moneys  in  the  Treasury  not  oth- 
erwise appropriated— 

(1)  for  each  of  fiscal  years  1987,  1988, 
1989.  1990,  and  1991,  $20,000,000  to  carry 
out  subchapter  I  of  chapter  12  of  title  5. 
United  States  Code  (as  amended  by  this 
Act):  and 

(2)  for  each  of  fiscal  year  1987,  1988.  and 
1989.  $5,000,000  to  carry  out  subchapter  II 
of  chapter  12  of  title  5,  United  States  Code 
(as  amended  by  this  Act). 

(b)  Restriction  Relating  to  Appropria- 
tions Under  the  Civil  Service  Reform  Act 
OF  1978.— No  funds  may  be  appropriated  to 
the  Merit  Systems  Protection  Board  or  the 
Office  of  SF>ecial  Counsel  pursuant  to  sec- 
tion 903  of  the  Civil  Service  Reform  Act  of 
1978  (5  U.S.C.  5509  note). 

SEC.  10.  TECHNHAL  AND  COMORMINC  A.MEND- 
MENTS. 

(a)(1)  Section  2303(c)  of  title  5,  United 
States  Code,  is  amended  by  striking  "the 
provisions  of  section  1206"  and  inserting 
"applicable  provisions  of  sections  1214  and 
tzzi". 

(2)  Sections  7502.  7512(E).  7521(b)(C).  and 
7542  of  title  5.  United  States  Code,  are 
amended  by  striking  "1206"  and  inserting 
"1215". 

(3)  Section  1190(a)  of  the  Foreign  Service 
Act  of  1980  (22  U.S.C.  4139(a))  is  amended 
by  striking  "1206"  and  inserting  "1214  or 
1221". 

(b)  Section  3393(g)  of  title  5,  United 
States  Code,  is  amended  by  striking  "1207" 
and  inserting  "1215". 

SE(  .  II.  EFFECTIVE  DATE. 

The  amendments  made  by  this  Act  shall 
take  effect  on  October  1.  1986. 

The  SPEAKER  pro  tempore.  Is  a 
seconiJ  demanded? 

Mr.  HORTON.  Mr.  Speaker.  I 
demand  a  second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 

There  was  no  objection. 

The  gentlewoman  from  Colorado 
[Mrs,  ScHROEDER]  Will  be  recognized 
for  20  minutes  and  the  gentleman 
from  New  York  [Mr.  Horton]  will  be 
recognized  for  20  minutes. 

The  Chair  recognizes  the  gentle- 
woman from  Colorado  [Mrs.  Schroe- 

DER]. 

Mrs.  SCHROEDER.  Mr.  Speaker.  I 
yield  myself  such  time  as  I  may  con- 
sume. 


Mr.  Speaker,  I  am  proud  to  bring  the 
Whistleblower  Protection  Act  to  the 
House  today.  This  bill  makes  good  on 
the  promise  which  Congress  made  to 
the  taxpayers  in  1978.  We  promised  to 
protect  civil  servants  who  come  for- 
ward with  disclosures  of  waste  or 
wrongdoing.  By  protecting  whistle- 
blowers,  we  would  encourage  disclo- 
sure and,  thereby,  be  well  on  our  way 
to  winning  the  war  against  waste  in 
Government. 

Our  1978  effort  to  protect  whistle- 
blowers,  contained  in  the  Civil  Service 
Reform  Act,  has  failed.  It  has  failed 
for  two  reasons.  The  law  was  not  as 
strong  as  it  should  be.  And,  the  Office 
of  Special  Counsel,  which  we  created 
to  investigate  and  prosecute  whistle- 
blower  cases,  has  been  a  disaster.  At 
first,  it  was  energetic  but  ineffective. 
More  recently,  it  has  been  professional 
but  prejudiced  against  the  people  it 
was  intended  to  protect. 

The  bill  before  us  today  deals  with 
both  problems.  It  deals  with  the  weak- 
nesses in  the  law  by  adding  a  number 
of  new  provisions  which  I  will  de- 
scribe in  a  moment.  And.  the  Whis- 
tleblower Protection  Act  circumvents 
the  problem  of  bad  appointees  by 
giving  employees  the  option  of  going 
directly  to  the  Merit  Systems  Protec- 
tion Board  [MSPB]  instead  of  having 
to  go  through  the  special  counsel. 

The  most  important  provisions  of 
H.R.  4033  are  the  following: 

First.  The  bill  makes  clear  that  the 
primary  mission  of  the  special  counsel 
is  to  protect  from  and  make  whole  em- 
ployees, applicants,  and  former  em- 
ployees who  have  been  the  victims  of 
prohibited  personnel  practices. 

Second.  H.R.  4033  establishes  the 
special  counsel  as  an  independent 
agency.  Right  now,  the  special  counsel 
is  an  independent  unit  within  MSPB. 
This  relationship  has  led  to  destruc- 
tive friction. 

Third.  The  bill  provides  employees 
alleging  that  they  have  been  victims  of 
prohibited  personnel  practices  with  a 
direct  right  of  action  to  the  MSPB. 
They  still  can  go  to  the  special  coun- 
sel, if  they  like. 

Fourth.  H.R.  4033  changes  the 
burden  of  proof  for  proving  whistle- 
blower  reprisals  form  preponderance 
to  substantial  evidence.  This  change  is 
made  because  proving  the  state  of 
mind  of  a  management  official  is  so 
difficult.  The  burden  of  proof  remains 
a  preponderance  of  the  evidence  for 
other  prohibited  personnel  practices. 
Further,  the  bill  deals  with  the  dual 
causation  case  by  requiring  the  agency 
to  prove  that  the  legitimate  reason  for 
the  action,  and  not  the  prohibited 
reason,  was  the  real  reason  for  acting 
against  the  employee. 

Fifth.  The  bill  allows  both  the  indi- 
vidual employees  and  the  special  coun- 
sel to  seek  judicial  review  of  MSPB  de- 
cisions on  prohibited  personnel  prac- 
tice cases. 


Sixth.  The  bill  better  guards  the 
confidentiality  of  employees  who 
make  protected  disclosures  through 
the  special  counsel.  These  disclosures 
can  help  agencies  clean  house  by 
themselves,  without  being  subject  to 
unwanted  publicity.  There  are  variety 
of  new  provisions  to  ensure  that  going 
to  the  special  counsel  can  not  hurt  the 
employee. 

Seventh.  The  bill  places  the  Tennes- 
see Valley  Authority  under  prohibited 
personnel  practice  provisions.  I  have 
heard  a  great  deal  about  TVA  whistle- 
blowers  who  have  been  subject  to  re- 
prisals for  disclosing  problems  with 
the  TVA's  nuclear  program.  Why 
should  TVA  employees  have  less  pro- 
tection than  other  civil  servants? 

Eighth.  The  bill  places  both  the 
MSPB  and  the  special  counsel  under 
expiring  authorizations  for  fixed  sums. 
This  will  permit  far  stronger  congres- 
sional oversight  than  has  been  avail- 
able up  until  now. 

Ninth.  The  bill  saves  money  by  pro- 
viding that  employees  who  win  before 
MSPB  hearing  officers  are  reinstated 
pending  appeal.  Now,  they  are  only  re- 
instated after  agency  appeals  are  com- 
pleted. This  means  that  agencies  pay 
back  pay  for  the  time  the  employee  is 
appealing  the  decision,  plus  paying  an- 
other employee  to  do  the  employee's' 
job. 

Tenth.  The  bill  restores  old  law 
which  permits  employees  to  file  ap- 
peals with  the  court  of  appeals  where 
they  live,  or  with  the  Federal  circuit. 
This  will  be  more  convenient  both  for 
the  employee  and  the  agency. 

This  legislation  is  the  result  of  years 
of  intensive  oversight  by  the  Subcom- 
mittee on  Civil  Service.  We  have  had 
weeks  of  hearings,  reviewed  extensive 
General  Accounting  Office  reports, 
and  spoken  with  scores  of  employees 
and  their  lawyers.  It  is  supported  by 
outside  organizations,  including  em- 
ployee unions,  the  Government  Ac- 
countability Project,  and  Peter 
Grace's  Citizens  Against  Waste.  I 
think  it  is  a  very  good  bill  which  is  de- 
serving of  your  support. 

Mr.  Speaker,  I  include  for  the 
Record  a  letter  from  Rudolph  G. 
Penner  of  the  Congressional  Budget 
Office  with  a  cost  estimate  for  H.R. 
4033. 

The  letter  follows: 
Congressional  Budget  Office. 

U.S.  Congress. 
Washington,  DC,  September  22,  1986. 
Hon.  William  D.  Ford. 
U.S.     House    of    Representatives,     Cannon 
House  Of/ice  Building.  Washington,  DC. 

Dear  Mr.  Chairman:  The  Congressional 
Budget  Office  has  prepared  the  attached 
cost  estimate  for  H.R.  4033.  the  Whistle- 
blower  Protection  Act  of  1986. 

If  you  wish  further  details  on  this  esti- 
mate, we  will  be  pleased  to  provide  them. 

With  best  wishes. 
Sincerely. 

Rudolph  G.  Penner. 
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Congressional  Budget  Office— Cost 
Estimate 

September  22,  1986. 

1.  Bill  number:  H.R.  4033. 

2.  Bill  title:  Whistleblower  Protection  Act 
of  1986. 

3.  Bill  status: 

As  ordered  reported  by  the  House  Com- 
mittee on  Post  Office  and  Civil  Service.  Sep- 
tember 16,  1986. 

4.  Bill  purpose: 

The  bill  would  establish  the  Office  of  Spe- 
cial Counsel  as  an  independent  agency  and 
would  clarify  that  its  primary  role  is  to  rep- 
resent federal  employees  who  claim  to  be 
victims  of  prohibited  personnel  practices. 
The  bill  also  would  create  an  individual 
right  of  action  so  employees  can  seek  stays 
and  corrective  action  directly  from  the 
Merit  Systems  Protection  Board  (MSPB) 
without  involvement  of  the  Special  Counsel. 
Under  current  law,  the  Office  of  Special 
Counsel  is  established  as  part  of  the  MSPB. 

The  bill  authorizes  the  appropriation  of 
$20  million  to  the  MSPB  for  each  of  the 
fiscal  years  1987  through  1991  and  $5  mil- 
lion to  the  Office  of  Special  Counsel  for 
each  of  the  fiscal  years  1987.  1988,  1989. 
The  bill  also  would  remove  the  permanent, 
indefinite  authorization  that  is  currently  in 
effect  for  these  entities.  In  1986,  the  MSPB 
received  an  appropriation  of  $19.1  million, 
and  the  Office  of  Special  Counsel  received 
$4.4  million,  both  after  sequestration  under 
the  Balance  Budget  and  Emergency  Deficit 
Control  Act  of  1985.  The  President  s  budget 
for  1987  includes  a  request  of  $20.3  million 
for  the  MSPB  for  1987  and  $4.6  million  for 
the  Office  of  Special  Counsel. 

5.  Estimated  cost  to  the  Federal  Govern- 
ment: 

Because  the  bill  would  replace  the  perma- 
nent, indefinite  authorization  currently  in 
effect  for  the  MSPB  and  the  Office  of  Spe- 
cial Counsel  with  a  definite  authorization 
that  would  expire  in  1991  and  1989.  respec- 
tively, the  bill  would  result  in  no  net  cost  to 
the  federal  government.  Relative  to  the 
CBO  baseline  estimates  for  the  two  activi- 
ties, the  authorizations  provided  by  H.R. 
4033  would  be  about  $1  million  higher  in 
1987  and  1988,  about  the  same  in  1989  and 
1990,  and  about  $1  million  less  in  1991. 

6.  Estimated  cost  to  State  and  local  gov- 
ernments: None. 

7.  Estimate  comparsion:  None. 

8.  Previous  CBO  estimate:  None. 

9.  Estimate  prepared  by:  Jim  Hearn  (226- 
2860). 

10.  Estimate  approved  by: 

James  L.  Blum. 
Assistant  Director 
for  Budget  Analysis. 

Mr.  HORTON.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  rise  in  support  of 
H.R.  4033,  the  Whistleblower  Protec- 
tion Act  of  1986. 

Simply  stated.  H.R.  4033  improves 
our  system  of  protecting  Federal  em- 
ployees who  report  wrongdoing  within 
their  agencies  and  departments,  and 
who,  as  a  result  of  their  actions,  suffer 
reprisals.  The  protections  set  forth  in 
this  bill  are  important  for  both  Feder- 
al employees  and  our  Government. 
Without  adequate  safeguards,  we 
cannot  expect  the  Federal  work  force 
to  be  a  major  force  in  stopping  or  re- 
porting instances  of  waste,  fraud,  and 
abuse. 


H.R.  4033  reaffirms  Congress'  sup- 
port for  Federal  employees  who  dis- 
close illegal  or  wasteful  practices  and 
provides  added  protections  from  re- 
prisal. Specifically,  the  bill  reestab- 
lishes the  Office  of  Special  Counsel  as 
an  independent  agency  with  an  expir- 
ing authorization;  it  clarifies  that  the 
principal  mission  of  the  Office  is  to 
represent  employees  who  claim  to  be 
victims  of  prohibited  personnel  prac- 
tices. There  has  been  some  confusion 
as  to  the  exact  mission  of  the  Office  in 
recent  years. 

H.R.  4033  creates  an  individual  right 
of  action  so  that  employees  can  seek 
action  directly  from  the  Merit  System 
Protection  Board.  Further,  it  allows 
either  an  individual  or  the  special 
counsel  the  option  of  judicial  review 
by  the  Federal  circuit  or  the  court  of 
appeals  where  the  individual  resides. 
The  legislation  reduces  the  evidence 
test  in  reprisals  to  "substantial," 
rather  than  "a  preponderance  of,"  and 
it  expands  the  list  of  prohibited  per- 
sonnel practices  to  incude  reprisals  for 
cooperating  with  inspectors  general  or 
the  special  counsel,  testifying  at  a  pro- 
ceeding, or  failing  to  obey  an  order  to 
disobey  a  law. 

Mr.  Speaker.  I  was  a  principal 
author  of  the  legislation  creating  the 
first  as  well  as  the  subsequent  Offices 
of  Inspector  General.  I  know  their  im- 
portance in  improving  Government  ef- 
ficiency, and  I  know  the  importance 
they  place  on  input  from  Federal  em- 
ployees in  reporting  instances  where 
investigations  might  be  warranted. 
Some  argue  that  H.R.  4033  gives  Fed- 
eral employees  too  much  protection, 
that  the  process  established  in  this  bill 
might  be  abused  by  employees  seeking 
to  avoid  reprisals  that  might  otherwise 
occur.  I  don't  think  this  is  true.  The 
fact  is  this:  Federal  employees  we 
heard  in  the  hearings  held  by  our  sub- 
committee—employees who  reported 
illegalities  and  suffered  reprisals— 
rarely  received  support  through  the 
current  process.  That  is  a  tragedy.  The 
hardest  thing  an  employee  can  do  is  to 
report  an  illegality  within  his  or  her 
department,  agency  or  program. 
Rather  than  feel  shame  for  such  re- 
porting, as  most  now  do.  we  ought  to 
afford  them  protections  that  preserve 
their  dignity  and  afford  them  every 
opportunity  to  prove  their  case.  Such 
a  system  simply  does  not  work  today. 

It  has  been  a  pleasure  working  with 
Chair  Schroeder  on  this  issue.  She  has 
done  an  outstanding  job  in  developing 
this  bill,  in  seeking  input  from  a 
number  of  sources:  and  I  join  her  in 
support  of  this  bill  and  would  urge  its 
acceptance.  Let's  give  some  support  to 
our  Federal  employees  for  a  change, 
and  put  in  place  a  better  system  to 
protect  those  who  report  instances  of 
waste,  fraud,  and  abuse.  Mr.  Speaker,  I 
urge  passage  of  this  bill. 


D  1210 

Mr.  Speaker,  I  yield  1  minute  to  the 
gentleman  from  Virginia  [Mr.  Wolf]. 

(By  unanimous  consent,  Mr.  Wolp 
was  allowed  to  speak  out  of  order. ) 

vote  to  amend  the  tax  reform  act  to 
restore  the  3-year  recovery  rule 

Mr.  WOLF.  Mr.  Speaker,  I  wish  to 
address  the  House  on  the  3-year  armu- 
ity  basis  recovery  rule,  which  is  in  the 
tax  bill,  and  I  want  to  ask  my  col- 
leagues to  vote  for  the  motion  to  re- 
commit, and  let  me  tell  you  why. 

I  received  a  letter  today  from  a 
woman  who  works  for  the  Federal 
Government,  who  writes  as  follows: 

On  the  average,  women  are  in  the  lowest 
paying  jobs.  As  a  result,  they  will  be  heavily 
impacted  by  the  effect  of  reduced  annuities. 
Many  are  single  mothers  who  are  the  sole 
support  of  their  children.  The  proposed 
changes  in  the  retirement  recovery  provi- 
sion may  contribute  to  the  feminization  of 
poverty.  Many  of  these  women  are  not  even 
aware  of  the  effect  these  changes  will  have 
on  their  future  security. 

Not  only  am  I  a  single  woman,  but  I  have 
a  daughter  and  two  grandchildren  now 
living  with  me.  My  daughter  also  recently 
went  through  a  divorce.  She  receives  little  if 
any  support  and  must  work  full  time  to  sup- 
port her  family.  Without  my  help,  she 
would  not  be  able  to  provide  for  her  family. 
I  appeal  to  you  on  your  compassion. 

I  would  appeal  to  the  Members  of 
this  body  that,  when  given  an  opportu- 
nity on  the  tax  bill  this  Thursday, 
that  they  vote  for  the  Archer  motion 
to  recommit,  to  deal  with  this  prob- 
lem. 

Mr.  HORTON.  Mr.  Speaker.  I  yield 
back  the  balance  of  my  time. 

Mrs.  SCHROEDER.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker.  I  would  be  remiss  if  I 
did  not  thank  the  gentleman  from 
New  York  [Mr.  Horton]  for  his  phe- 
nomenal help  in  moving  this  legisla- 
tion and  for  all  the  expertise  he  has 
brought  to  the  conmiittee  from  his  ex- 
perience with  the  inspector  general. 

Mrs.  BYRON.  Mr.  Speaker.  I  rise  today  in 
full  support  of  the  Whistleblower  Protection 
Act  of  1986.  It  IS  certainly  satisfying  to  see 
this  legislation  being  taken  up  by  the  House  at 
a  time  when  morale  among  Federal  workers  Is 
quite  low.  This  bill  reaflrms  our  support  for 
those  employees  who  blow  the  whistle  on  ille- 
gality of  waste  in  the  Federal  Government. 

I  am  particularly  pleased  to  see  language  in- 
cluded in  this  measure  which  achieves  the 
same  end  of  legislation  I  introduced  at  the 
outset  of  the  99th  Congress.  The  language 
provides  that  an  employee  who  is  the  prevail- 
ing party  in  an  initial  decision  by  the  Board 
shall  be  granted  the  relief  provided  in  the  de- 
cision p>ending  the  outcome  of  any  petition  for 
review. 

The  purpose  of  this  language  is  to  correct 
what  I  believe  to  be  an  unfair  Board  policy. 
Currently,  if  a  Federal  employee  is  either  re- 
moved or  suspended  by  his  agency,  he  has 
the  right  to  appeal  to  the  Ment  Systems  Pro- 
tection Board.  However,  even  if  the  employee 
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is  favofed  In  the  initial  decision,  he  cannot  be 
reinstated  if  the  agency  decides  to  petition  for 
a  review  of  the  initial  decision.  This  policy 
simply  leaves  the  employee  without  his  job 
until  the  Board  renders  a  final  decision  on  the 
agerKy's  petition. 

The  review  of  these  petitions  by  the  Board 
has  frequently  dragged  on  for  months,  some- 
times years.  I  lielieve  that  this  prolonged  delay 
causes  undue  hardships  on  the  employee  who 
has  already  been  favored  in  the  Board's  initial 
decision.  This  is  most  certainly  an  obvious 
case  of  justice  delayed,  justice  denied. 

I  want  to  take  this  opportunity  to  thank  Civil 
Service  Subcommittee  chair,  Congresswoman 
ScHROEDER,  and  all  the  members  of  the 
House  Post  Office  and  Civil  Service  Commit- 
tee for  recognizing  the  great  need  for  this  leg- 
islation. I  believe  that,  through  this  measure, 
we  are  taking  important  steps  toward  ensuring 
that  our  Federal  employees  are  treated  with 
tfie  fairness  and  appreciation  they  deserve. 

Therefore,  Mr.  Speaker,  I  urge  all  my  col- 
leagues to  join  me  in  supporting  the  passage 
of  H.R.  4033.  Thank  you. 

Mr.  GILMAN.  Mr.  Speaker,  I  rise  In  support 
of  H.R.  4033,  the  Whistelblower  Protection 
Act  of  1986.  One  of  the  stated  purposes  of 
the  Civil  Service  Reform  Act  was  to  protect 
whistleblowers  and  other  Federal  employees 
through  enforceable  rights  that  would  protect 
the  merit  system  In  practice.  To  accomplish 
this  goal,  the  Act  created  categories  of  Illegal 
retaliation  known  as  prohibited  personnel 
practices.  The  Act  also  created  an  Office  of 
the  Special  Counsel  [OSC]  to  enforce  these 
rights  by  Investigating  the  litigating  before  a 
Merit  Systems  Protection  Board  [MSPB]  on 
behalf  of  employees,  when  justified  by  the 
facts. 

Unfortunately,  this  section  of  the  law  has 
been  a  dismal  failure.  Both  the  legal  provi- 
sions and  the' OSC  have  lost  all  credibility  with 
Federal  employees.  To  Illustrate,  attorneys 
who  specialize  In  Federal  personnel  law  rou- 
tinely advise  their  clients  that  It  would  be 
against  their  t)est  interest  to  bring  the  cases 
to  the  OSC.  As  the  Special  Counsel's  track 
record  has  become  more  well  known,  fewer 
and  fewer  employees  have  sought  help  from 
that  Office.  Dunng  1979-81.  approximately 
2,000  employees  per  year  filed  prohibited  per- 
sonnel practice  complaints  with  the  Special 
Counsel.  In  recent  years  the  figure  has  shrunk 
to  around  1.200.  In  January  1986  a  bipartisan 
coalition  introduced  the  Whistelblower  Protec- 
tion Act  to  correct  these  weaknesses. 

H.R.  4033  strengthens  rights  of  civtl  service 
employees  by; 

Expanding  the  OSC  role  to  act  as  an  advo- 
cate for  individual  whistleblowers — similar  to 
ihe  role  of  attorney-client— rather  than  an  in- 
dependent enforcer  of  the  Federal  personnel 
ment  system; 

Establishing  the  OCS  as  an  independent 
agency  with  authorizations  of  S5  million  m 
each  of  fiscal  years  1987-89— the  current 
fiscal  year  authorization  Is  S4.7  million  for 
fiscal  year  1986;  the  President  requested  S4.4 
million  in  fiscal  year  1 987;  and 

Giving  whistleblowers  the  nght  to  bypass 
OSC  and  bring  their  cases  directly  to  the 
MSPB.  and  on  to  court  if  necessary. 

Accordingly,  I  urge  my  colleagues  to  sup- 
port the  bill. 


Mrs.  SCHROEDER.  Mr.  Speaker,  I 
yield  back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentlewoman  from  Colorado  [Mrs. 
ScHROEDER]  that  the  House  suspend 
the  rules  and  pass  the  bill,  H.R.  4033, 
as  amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill, 
as  amended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mrs.  SCHROEDER.  Mr.  Speaker,  I 
ask  unanimous  consent  that  all  Mem- 
bers may  have  5  legislative  days  in 
which  to  revise  and  extend  their  re- 
marks and  include  extraneous  matter 
on  H.R.  4033,  the  bill  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentlewoman  from  Colorado? 

There  was  no  objection. 


ANNOUNCEMENT  BY  THE 
SPEAKER  PRO  TEMPORE 

The  SPEAKER  pro  tempore.  The 
Chair  desires  to  announce  that  pursu- 
ant to  clause  4  of  rule  I,  the  Speaker 
pro  tempore  signed  the  following  en- 
rolled bills  on  Friday,  September  19, 
1986: 

H.R.  1483.  An  Act  to  authorize  the  Smith- 
sonian Institution  to  plan  and  construct  fa- 
cilities for  certain  science  activities  of  the 
institution,  and  for  other  purposes. 

H.R.  3622.  An  Act  to  reorganize  the  De- 
partment of  Defense  and  strengthen  civilian 
authority  In  the  Department  of  Defense,  to 
Improve  the  military  advice  provided  to  the 
President,  the  National  Security  Council, 
and  the  Secretary  of  Defense,  to  place  clear 
responsibility  on  the  commanders  of  the 
unified  and  specified  combatant  commands 
for  the  accomplishment  of  ml.ssions  assigned 
to  those  commands  and  ensure  that  the  au- 
thority of  those  commanders  is  fully  com- 
mensurate with  that  responsibility,  to  in- 
crease attention  to  the  formulation  of  slrag- 
tegy  and  to  contingency  planning,  to  pro- 
vide for  more  efficient  use  of  defense  re- 
sources, to  improve  joint  officer  manage- 
ment policies,  otherwise  to  enhance  the  ef- 
fectiveness of  military  operations  and  im- 
prove the  management  and  administration 
of  the  Department  of  Defense,  and  for 
other  purposes. 


LAND  REMOTE-SENSING  COM- 
MERCIALIZATION ACT  AMEND- 
MENTS OF  1986 

Mr.  FUQUA.  Mr.  Speaker,  I  move  to 
suspend  the  rules  and  pass  the  bill 
(H.R.  5229)  to  amend  the  Land 
Remote-Sensing  Commercialization 
Act  of  1984,  as  amended. 

The  Clerk  read  as  follows: 
H.R. 5229 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled. 


SKCTIO.N  I.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "Land 
Remote-Sensing  Commercialization  Act 
Amendments  of  1986". 

SE(  .  i.  FINDINCS. 

The  Congress  finds  and  declares  that— 

(1)  the  Implementation  of  the  Land 
Remote-Sensing  Commercialization  Act  of 
1984  has  begun  and  some  of  the  major  mile- 
stones contained  In  that  Act  have  been  met; 

(2)  Congress  remains  strongly  committed 
to  the  guiding  principles  set  forth  In  that 
Act; 

(3)  notwithstanding  the  accomplishments 
thus  far,  the  relationships  among  the  in- 
volved Federal  agencies  and  the  private 
sector  have  not  yet  been  adequately  defined: 
and 

(4)  Inasmuch  as  the  technical  develop- 
ment and  commercial  applications  of  future 
land  remote-sensing  systems  cannot  now  be 
predicted  with  certainty.  It  is  in  the  national 
Interest  of  the  United  States  that  the  In- 
volved Federal  agencies  and  the  private 
sector  remain  flexible  in  carrying  out  their 
respective  responsibilities  under  this  Act. 

SEC.  .1.  I"l  HI'OSES. 

It  is  therefore  the  purpose  of  this  Act  to 
set  forth  amendments  to  the  Land  Remote- 
Sensing  Commercialization  Act  of  1984  to 
ensure  that— 

(1)  the  original  intent  of  that  Act  is  car- 
ried out  In  the  most  effective  manner  con- 
sistent with  the  guiding  principles  expressed 
therein; 

(2)  specific  mechanisms  for  carrying  out 
the  original  intent  of  that  Act  are  provided 
in  those  cases  where  none  have  materialized 
thus  far;  and 

(3)  the  working  relationships  among  in- 
volved Federal  agencies  and  private  sector 
parties  for  the  purpose  of  carrying  out  this 
Act  are  fully  developed  and  mutually  under- 
stood. 

SEf.  4.  CONTRACTOR  EXEMITION  KRO.M  FEDER.Al. 
Kl  LI.  REI.MBrR.SEMENT  PROVISION  IN 
THE  C.\SE  OF  RESEARCH  AND  DEVEL- 
OPMENT .«;ree.ments. 

Section  202(a)(4)  of  the  Act  is  amended  by 
inserting  before  the  semicolon  at  the  end 
thereof  the  following:  ",  except  In  the  case 
of  research  and  development  activities  con- 
ducted in  accordance  with  section  504". 

SEt.  .V  DISPOSITION  OF  ASSETS  FOLLOWI.M;  THE 
TERMINATION  OK  THE  SECRETARY'S 
AITIIORITY. 

Title  III  of  the  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  sec- 
tion: 

DISPOSITION  OF  GOVERNMENT  ASSETS 

"Sec  308.  Following  the  completion  of  a 
contract  made  pursuant  to  this  title,  the 
Secretary  may.  upon  30  days  advance  notice 
to  the  Committee  on  Science  and  Technolo- 
gy of  the  House  of  Representatives  and  the 
Committee  on  Commerce,  Science,  and 
Transportation  of  the  Senate,  dispose  of 
assets  (other  than  real  property)  under  the 
control  of  the  Secretary  in  a  manner  which 
best  ensures  the  continuation  of  the  con- 
tractor's commercial  activity.". 

SE(.  «.  CONSl  LT.ATION  WITH  THE  NATIONAL 
REM()TE-SENSIN(;  ADVISORY  COMMIT 
TEE  C<)N(  ERNINC  THE  NATIONAL  RE- 
SEARt  II  AND  DEVELOP.ME.NT  PLAN. 

Section  501(e)  of  the  Act  is  amended  by 
inserting  after  •National  Aeronautics  and 
Space  Administration  '  the  following:  ".  in 
consultation  with  the  National  Remote- 
Sensing  Advisory  Committee  established  by 
section  501(f).". 
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SEC.  7.  ESTABLISHMENT  OF  AN  INDEPENDENT  AD- 
VISORY COMMITTEE  FOR  RESEARCH 
AND  DEVELOPMENT. 

Section  501  of  the  Act  is  amended  by 
adding  at  the  end  thereof  the  following: 

"(f)  Not  later  than  60  days  after  the  en- 
actment of  this  subsection,  the  Secretary 
and  the  Administrator  of  the  National  Aero- 
nautics and  Space  Administration  shall 
jointly  establish  a  National  Remote-Sensing 
Advisory  Committee  made  up  of  representa- 
tives of  remote-sensing  data  users,  data  ven- 
dors, technology  developers,  system  opera- 
tors, system  developers,  and  data  processors 
from  Government  and  from  the  private 
sector.  Such  Committee  shall,  until  the  ter- 
mination of  the  Secretary's  autority  under 
section  307— 

"(1)  provide  advice  and  policy  recommena- 
tions  to  the  Administrator  of  the  National 
Aeronautics  and  Space  Administration  and 
the  Secretary  on  the  content  of  the  unified 
national  plan  required  in  subsection  (e)  of 
this  section  that  would  be  responsive  to  user 
needs,  including  sensor  technology  research 
and  development,  data  processing  and  distri- 
bution, and  data  applications; 

"(2)  provide  recommendations  to  Federal 
agencies  sponsoring  research  progra^ns  on 
the  commercial  value  of  specific  experimen- 
tal data  sets  and  the  likelihood  that  such 
data  would  compete  with  licensees;  and 

"(3)  provide  recommendations  on  the  con- 
duct of  cooperative  test  and  applications 
demonstration  projects.". 

SEC.  8.  CLARIFICATION  OF  THE  ISE  OF  EXPERI- 
MENTAL DATA  FROM  FEDERAL  RE- 
SEARCH  AND  DEVEU)PMENT  PRO- 
GRAMS. 

Section  502  of  the  Act  is  amended  to  read 
as  follows: 

RESEARCH  AND  DEVELOPMENT  ACTIVITIES  OF 
FEDERAL  AGENCIES 

Sec.  502.  (a).  Each  Federal  agency  is  au- 
thorized and  encouraged  to  provide  data 
gathered  in  experimental  remote-sensing 
space  programs  to  relate  research  and  devel- 
opment programs  funded  by  the  Federal 
Government  (inlcuding  applications  pro- 
grams) and  to  cooperative  research  pro- 
grams if  the  Federal  agency  involved  deter- 
mines that  the  data  will  not  be  used— 

"(1)  for  any  commercial  purpose,  or 

■(2)  in  substantial  competition  with  data 
available  from  a  licensee  under  this  Act, 
except  pursuant  to  section  503. 

"(b)  In  making  any  determination  under 
subsection  (a).  Federal  agencies  shall  con- 
sult with  the  National  Remote-Sensing  Ad- 
visory Committee.". 

SEC.  9.  CLARIFICATION  OF  THE  I  SE  OF  NONFED- 
ERAL  DATA  FOR  RESEAR(  H  AND  DE- 
VELOPME.NT  PR0(;RAMS. 

Title  V  of  the  Act  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

RESEARCH  AND  DEVELOPMENT  ACTIVITIES  OF 
SYSTEM  OPERATORS 

'Sec.  504.  Any  system  operator  under  title 
II,  III,  or  IV  of  this  Act,  or  any  marketing 
entity  under  section  503  of  this  Act,  may 
provide  data  for  any  research  and  develop- 
ment programs  without  regard  for  the  re- 
quirements of  this  Act  relating  to  sales  of 
data  on  a  nondiscriminatory  basis  if— 

"(1)  a  complete  and  timely  disclosure  of 
the  results  of  such  research  and  develop- 
ment is  made  in  the  open  technical  litera- 
ture or  is  otherwise  made  publicly  available; 

"(2)  the  system  operator  or  marketing 
entity  provides  to  the  Secretary  an  annual 
report  of  all  research  and  development  data 
transactions  including  the  nature  of  any  co- 
operative agreements  and  the  prices 
charged  for  data;  and 
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"(3)  the  data  are  not  used  for  commercial 
purposes  or  in  competition  with  data  avail- 
able from  a  licensee  under  this  Act.". 

SEC.  10.  CLARIFK  ATION  OF  OPERATOR  RHiHTS  TO 
IMPOSE  LIMITATION  ON  REPRODCC- 
TION.  DISSEMINATION.  AND  OTHER 
ACTIVITIES  ON  A  NONDLSCRIMINA- 
TORY  BASIS. 

Section  603  of  the  Act  is  amended  to  read 
as  follows: 

NONHEPRODncnoN 

"Sec.  603.  In  addition  to  such  other  terms 
and  conditions  as  the  system  operator  may 
set  forth  in  compliance  with  section  601  of 
this  Act,  the  system  operator  may  require 
that  unenhanced  data  not  be  reproduced  or 
disseminated  by  any  foreign  or  domestic 
purchaser.". 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  Florida  [Mr. 
Puqua]  will  be  recognized  for  20  min- 
utes and  the  gentlewoman  from 
Kansas  [Mrs.  Meyers]  will  be  recog- 
.  nized  for  20  minutes. 

The  Chair  recognizes  the  gentleman 
from  Florida  [Mr.  Fuqua]. 

GENERAL  LEAVE 

Mr.  FUQUA.  Mr.  Speaker.  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on 
H.R.  5229,  the  bill  presently  being  con- 
sidered. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Florida? 

There  was  no  objection. 

Mr.  FUQUA.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  rise  to  support  H.R. 
5229,  the  Land  Remote-Sensing  Com- 
mercialization Act  Amendments  of 
1986  and  urge  my  colleagues  to  join 
me  in  voting  for  this  legislation. 

This  bill  would  make  technical  and 
clarifying  amendments  to  the  Land 
Remote-Sensing  Commercialization 
Act  of  1984,  Public  Law  98-365.  That 
Act  provided  for  a  phased  commercial- 
ization in  which  a  private  sector  party 
would  be  selected  to  market  and  oper- 
ate the  Landsat  system  and  then  build 
follow-on  satellites  to  ensure  C  more 
years  of  data  continuity.  That  act  also 
provides  for  the  Government  to  pro- 
mulgate licensing  regulations  and  to 
draw  up  a  unified  national  plan  for  re- 
search and  development. 

Mr.  Speaker,  in  the  2  years  since  the 
passage  of  the  act,  progress  has  been 
made  in  many  of  these  areas.  Howev- 
er, as  part  of  our  oversight  function, 
the  Science  Committee  has  solicited 
the  views  of  the  administration  and 
those  private  sector  parties  involved 
on  what  changes  needed  to  be  made  to 
the  act  if  any.  We  have  learned  noth- 
ing that  has  caused  us  to  question  the 
original  intent  of  the  act  or  the  guid- 
ing principles  we  adopted  in  passing 
the  act.  We  did  receive  many  com- 
ments that  suggested  clarifications  in 
the  existing  language.  We  also  re- 
ceived some  comments  that  required 
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us  to  look  closely  at  how  we  intended 
the  act  to  be  implemented,  and  we 
have  added  some  provisions  to  ensure 
that  our  intent  is  fully  carried  out. 

Two  such  issues  that  are  dealt  with 
in  H.R.  5229  are:  The  ability  of  the 
Government  and  private  sector  to 
freely  participate  in  research  and  de- 
velopment programs;  and,  the  mecha- 
nism by  which  the  private  sector  can 
make  input  to  the  Government  con- 
cerning its  research  needs.  These 
changes  to  the  act  have  been  made 
with  the  strong  recognition  on  the 
part  of  everyone  involved  that  re- 
search and  development  can  provide  a 
valuable  stimulus  to  market  develop- 
ment by  exploring  the  different  ways 
that  data  can  be  used. 

I  believe  that  these  amendments  will 
have  many  positive  and  beneficial  ef- 
fects on  the  vitality  of  our  research 
community  and  will  more  clearly  iden- 
tify those  high-priority  research  areas 
that  will  benefit  remote-sensing  data 
users.  It  is  of  the  utmost  importance 
as  we  make  the  transition  to  the  com- 
merical  era  in  land  remote-sensing 
that  we  maintain  a  healthy  research 
and  development  program  in  order  to 
keep  the  United  States  in  a  worldwide 
leadership  position. 

Mr.  Speaker,  I  want  to  congratulate 
Mr.  Nelson,  chairman  of  the  Subcom- 
mittee on  Space  Science  and  Applica- 
tions, and  Mr.  Scheuer,  chairman  of 
the  Subconmiittee  on  Natural  Re- 
sources, Agriculture  Research,  and  En- 
vironment for  their  leadership  in 
bringing  this  legislation  to  the  floor.  I 
also  want  to  acknowledge  the  efforts 
of  Mr.  Walker  and  Miss  Schneider  on 
the  other  side  of  the  aisle.  I  believe  we 
have  directly  addressed  some  problems 
which  have  hindered  the  implementa- 
tion of  the  original  Landsat  Commer- 
cialization Act.  I  urge  my  colleagues  to 
join  me  in  support  of  H.R.  5229. 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mrs.  MEYERS  of  Kansas.  Mr. 
Speaker,  I  yield  myself  such  time  as  I 
may  consume. 

Mr.  Speaker,  I  rise  in  strong  support 
of  the  bill,  H.R.  5229,  the  Land 
Remote-Sensing  Commercialization 
Act  Amendments  of  1986. 

This  legislation  makes  certain  tech- 
nical, clarifying,  and  perfecting 
amendments  to  the  Land  Remote- 
Sensing  Commercialization  Act  of 
1984. 

In  the  original  act,  the  Congress  pro- 
vided the  vehicle  to  allow  the  Govern- 
ment to  spin  off  the  Landsat  system  to 
the  private  sector.  After  long  negotia- 
tions, the  Government  contracted 
with  the  Earth  Observation  Satellite 
Corp.,  known  as  EOSAT,  to  transfer 
ownership  and  marketing  rights  of  the 
Landsat  products. 

Now,  based  on  2  years  of  experience, 
both  EOSAT  and  the  Department  of 
Commerce,  have  identified  some  minor 
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technical  amendments  necessary  to 
allow  the  original  intent  of  the  Con- 
gress to  be  carried  out. 

We  have  provided  language  that  will 
also  allow  the  Secretary  of  Commerce 
to  transfer  any  Government  title  to 
hardware  in  Landsat-6  and  Landsat-7 
to  EOSAT,  or  its  successor,  at  the  ter- 
mination of  the  contract. 

We  have  also  created  an  advisory 
committee,  at  no  additional  cost  to  the 
taxpayer,  which  will  provide  a  forum 
in  which  Federal  agency  representa- 
tives, and  a  wide  spectrum  of  private 
users  will  be  able  to  identify,  and  en- 
courage, new  and  innovative  uses  of 
Lan'dsat  data. 

There  is  technical  language  in  the 
bill  which  is  intended  to  address  ques- 
tions of  reproduction  and  dissemina- 
tion of  Landsat  data  in  a  manner 
which  should  protect  the  commercial 
interests  of  EOSAT,  and  still  encour- 
age the  fullest  possible  use  for  experi- 
mental uses. 

One  issue  which  the  Committee  on 
Science  and  Technology  addressed  in 
this  bill  is  the  exciting  possibility  that, 
in  the  fairly  near  future,  the  news 
media  will  move  toward  the  regular 
use  of  satellite  cameras  to  gather  the 
daily  news.  The  most  well  known  ex- 
ample of  the  type  of  coverage  I  am 
talking  about  was  the  recent  nuclear 
accident  at  Chernobyl.  We  want  to 
assure  the  House  that  there  is  no 
intent  on  the  part  of  the  committee  to 
impose  any  prior  restraint  of  valid 
first  amendment  rights  of  the  media 
or  of  any  other  system  operator  or 
data  user. 

Mr.  Speaker,  this  is  a  good  bill.  I 
strongly  support  it.  The  commercial- 
ization of  Landsat  is  a  success  story 
that  we  may  all  take  pride  in.  Mr. 
Speaker,  I  urge  the  House  to  suspend 
the  rules,  and  to  pass  H.R.  5229. 

Mr.  Speaker,  I  yield  back  the  bal- 
ance of  my  time. 

D  1220 

Mr.  FUQUA.  Mr.  Speaker.  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  Florida  [Mr.  Nelson], 
the  chairman  of  the  Subcommittee  on 
Space  Science  and  Applications. 

Mr.  NELSON  of  Florida.  I  thank  the 
gentleman  for  yielding  time  to  me. 

Mr.  Speaker,  I  rise  in  support  of 
H.R.  5229  the  Land  Remote-Sensing 
Commercialization  Act  Amendments 
of  1986.  This  bill  will  ensure  that  the 
intent  of  the  original  Landsat  Act  is 
fully  carried  out.  I  believe  this  is  legis- 
lation we  can  all  support. 

In  1984,  Congress  took  a  bold  step  in 
the  commercialization  of  space  by  set- 
ting forth  a  policy  for  transferring 
land  remote-sensing  satellite  oper- 
ations to  the  private  sector.  This  was 
an  excellent  piece  of  legislation  and  it 
achieved  widespread  bipartisan  sup- 
port. Now,  2  years  later,  we  are  in  a 
position  to  amend  that  act  with  any 


changes  that  might  clarify  its  intent 
and  improve  its  implementation. 

Last  October,  the  subcommittee 
which  I  chair  and  the  subcommittee 
chaired  by  the  gentleman  from  New 
York  [Mr.  Scheuer],  solicited  com- 
ments from  a  great  many  parties  on 
what  clarifying  and  technical  changes 
may  be  needed  to  the  Landsat  Act.  We 
held  joint  hearings  on  some  proposed 
amendments  in  early  July.  Witnesses 
from  both  the  administration  and  the 
private  sector  supported  our  draft  leg- 
islation at  that  time.  On  this  basis,  I 
introduced  H.R.  5229  on  July  23  and 
the  bill  now  has  19  cosponsors. 

In  addition  to  some  minor  clarifying 
language  changes,  this  bill  addresses 
two  types  of  comments  we  consistently 
have  heard  from  both  the  administra- 
tion and  the  private  sector.  Both  class- 
es of  comments  pertain  to  the  role  of 
research  and  development  in  this  era 
of  commercialization. 

First,  H.R.  5229  enables  both  the 
Government  and  the  private  sector  to 
participate  in  research  and  develop- 
ment activities  unencumbered  by  the 
constraints  that  are  placed  on  com- 
mercial activities.  Essentially,  the  act 
as  amended  would  not  allow  licensees 
to  make  data  grants  to  researchers  in 
universities,  industry,  and  elsewhere 
without  charging  commercial  prices. 

Second,  H.R.  5229  would  establish  a 
National  Remote-Sensing  Advisory 
Committee  whereby  various  parties  in- 
volved in  remote-sensing  can  provide 
input  into  the  Government's  overall 
research  and  development  planning.  If 
we  are  to  maintain  our  worldwide  lead- 
ership in  this  area,  it  is  essential  that 
the  Government  maintain  an  active 
research  effort  and  be  responsive  to 
the  needs  of  the  private  sector  opera- 
tors. We  cannot  afford  to  let  other 
spacefaring  nations,  such  as  France 
and  Japan,  dominate  the  remote-sens- 
ing market  by  being  the  first  to  devel- 
op and  take  advantage  of  advanced 
technologies. 

Mr.  Speaker,  H.R.  5229  is  a  very  val- 
uable piece  of  legislation  that  will 
create  an  environment  whereby  the 
Government  and  private  sector  can  de- 
velop the  working  relationships  that 
will  be  necessary  if  commercialization 
is  to  succeed.  I  ask  my  colleagues  to 
join  me  in  strong  support  for  this  leg- 
islation. 

Mr.  SCHEUER.  Mr.  Speaker,  I  rise  in  sup- 
port of  H.R.  5229. 

As  my  colleagues  from  Florida,  Mr.  Fuqua 
and  Mr.  Nelson,  have  indicated,  this  bill  con- 
tains valuable  provisions  which  will  fine-tune 
the  plan  to  establish  an  entire  new  industry  in 
space — the  remote-sensing  industry.  We  con- 
tinue to  face  tough  competition  In  this  arena 
from  both  France  and  Japan.  However,  favor- 
able action  on  H.R.  5229  will  send  a  strong 
signal  that  the  Congress  remains  committed 
to  a  commercial  remote-sensing  program  in 
the  United  States. 

I  would  remind  my  colleagues,  however, 
that  this  new  high-technology  industry  faces  a 


more  immediate  crisis  than  that  proposed  by 
its  international  competitors.  The  crisis  I  refer 
to  is  budgetary.  The  Challenger  accident  and 
subsequent  shutdown  of  the  Western  Test 
Range  at  Vandenberg  Air  Force  Base  have  re- 
duced launch  options  for  the  next  generation 
of  remote-sensing  satellites.  However,  the 
Earth  Observation  Satellite  Corporation 
[EOSAT]— the  entity  charged  with  commer- 
cializing land  remote  sensing — has  proposed 
an  innovative  and  practical  plan  for  working 
around  the  current  problems  associated  with 
scheduling  of  shuttle  launches.  EOSAT's  plan 
is  contingent  upon  the  Congress  providing  a 
level  of  funding  in  fiscal  year  1987  which  ap- 
proximates the  funding  contained  in  the 
House-passed  Commerce  appropriations  bill. 

I  urge  my  colleagues  to  keep  the  United 
States  at  the  forefront  of  space  commercial- 
ization, both  by  supporting  H.R.  5229  today 
and  by  supporting  the  House  position  on 
Landsat  commercialization  contained  in  H.R. 
5161. 

Mr.  FUQUA.  Mr.  Speaker,  I  have  no 
further  requests  for  time,  and  I  yield 
back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore  (Mr. 
HoYER).  The  question  is  on  the  motion 
offered  by  the  gentleman  from  Florida 
[Mr.  Fuqua]  that  the  House  suspend 
the  rules  and  pass  the  bill  H.R.  5229, 
as  amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill, 
as  amended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table.  ' 


INSPECTOR  GENERAL  ACT 
AMENDMENTS  OF  1986 

Mr.  BROOKS.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  pass  the  bill 
(H.R.  3077)  to  amend  the  Inspector 
General  Act  of  1978  to  establish  of- 
fices of  inspector  general  in  certain  de- 
partments, and  for  other  purposes,  as 
amended. 

The  Clerk  read  as  follows: 
H.R.  3077 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  Stales  of 
America  in  Congress  assembled, 

StXTinS  I.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "Inspector 
General  Act  Amendments  of  1986". 

SKC   2.    KSTABUSH.Wt.\T  OF  .VfcH    OFFICES  OF  /A- 
SPECTOR  GESERAL 

la)  Purpose;  EsTABusHMEffr.— Section  2(1) 
of  the  Inspector  General  Act  of  1978  (Public 
Law  95-452;  5  U.S.C.  App.)  is  amended  to 
read  as  follows: 

"(1)  to  conduct  and  supervise  audits  and 
investigations  relating  to  the  programs  and 
operations  of  the  establishments  listed  in 
section  11(2);". 

(b)  Addition  of  Departments  of  Energy, 
Health  and  Human  Services,  Justice,  and 
Treasury  AND  FEMA  to  List  of  Covered  Es- 
tablishments.—Section  11  of  such  Act  is 
amended  by  striking  out  paragraphs  (1)  and 
12)  and  inserting  in  lieu  thereof  the  follow- 
ing: 

"(1)  the  term  'head  of  the  establishment' 
means  the  Secretary  of  Agriculture,  Com- 
merce, Defense,  Education,  Energy,  Health 
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and  Human  Services,  Hotising  and  Urban 
Development,  the  Interior,  Labor,  State, 
Transportation,  or  the  Treasury;  the  Attor- 
ney General;  the  Administrator  of  the 
Agency  for  International  Development,  En- 
vironmental Protection,  General  Services, 
National  Aeronautics  and  Space,  Small 
Business,  or  Veterans'  Affairs;  the  Director 
of  the  Federal  Emergency  Management 
Agency  or  the  United  States  Information 
Agency;  or  the  Chairman  of  the  Railroad  Re- 
tirement Board;  as  the  case  may  be; 

"12)  the  term  'establishment'  means  the 
Department  of  Agriculture,  Commerce,  De- 
fense, Education,  Energy,  Health  and 
Human  Services,  Housing  and  Urban  Devel- 
opment, the  Interior,  Justice,  Labor,  State, 
Transportation,  or  the  Treasury;  the  Agency 
for  International  Development,  the  Environ- 
mental Protection  Agency,  the  Federal  Emer- 
gency Management  Agency,  the  General 
Services  Administration,  the  National  Aero- 
nautics and  Space  Administration,  the  Rail- 
road Retirement  Board,  the  Small  Business 
Administration,  the  United  States  Informa- 
tion Agency,  or  the  Veterans'  Administra- 
tion; as  the  case  may  be;". 

(c)  Transfers  of  Existing  Audit  and  Inves- 
tigation Units.— Section  9<a)(l)  of  such  Act 
is  amended— 

ID  by  striking  out  subparagraph  (I),  relat- 
ing to  the  Community  Services  Administra- 
tion; 

(2)  by  redesignating  subparagraphs  (J) 
through  (NJ  as  subparagraphs  (I)  through 
(M),  respectively; 

(3)  by  striking  out  "and"  at  the  end  of  sub- 
paragraphs (L)  and  (M)  (as  so  redesignated): 
and 

14)  by  adding  at  the  end  thereof  the  follow- 
ing new  subparagraphs: 

"(N)  of  the  Department  of  Justice,  the  of- 
fices of  that  Department  referred  to  as  the 
'Audit  Staff,  Justice  Management  Division', 
the  'Evaluation  Staff,  Justice  Management 
Division',  the  'Policy  and  Procedures  Sec- 
tion of  the  Office  of  Finance.  Office  of  the 
Comptroller,  Immigration  and  Naturaliza- 
tion Service',  the  'Evaluation  and  Manage- 
ment Assistance  Division,  Immigration  and 
Naturalization  Service',  the  'Office  of  Pro- 
fessional Responsibility,  Immigration  and 
Naturalization  Service',  the  'Office  of  Field 
Inspection  and  Audit.  Immigration  and 
Naturalization  Service',  the  'Office  of  Inter- 
nal Inspection,  United  States  Marshals  Serv- 
ice', the  'Evaluations  Section  of  the  Inspec- 
tions Division,  U.S.  Marshals  Service',  the 
Financial  Audit  Section,  Office  of  Finan- 
cial Management,  Bureau  of  Prisons',  the 
'Office  of  Inspection,  Bureau  of  Prisons ',  the 
'Regional  Audit  Offices,  Bureau  of  Prisons', 
and,  from  the  Drug  Enforcement  Adminis- 
tration, the  'Office  of  Inspections',  the 
'Office  of  Professional  Responsibility',  and 
that  portion  of  the  'Office  of  Program  Plan- 
ning and  Evaluation'  which  is  engaged  in 
program  review  activities; 

"(O)  of  the  Department  of  the  Treasury, 
the  offices  of  that  Department  referred  to  as 
the  Office  of  Inspector  General',  the  'Office 
of  Internal  Affairs,  Bureau  of  Alcohol.  To- 
bacco and  Firearms',  the  'Office  of  Internal 
Affairs,  Customs  Service',  and  that  portion 
of  the  'Office  of  Inspection,  Secret  Service', 
which  is  engaged  in  internal  audit  activi- 
ties; 

"(P)  of  the  Federal  Emergency  Manage- 
ment Agency,  the  office  of  that  agency  re- 
ferred to  as  the  Office  of  Inspector  General'; 
and 

"(Q)  of  the  United  States  Information 
Agency,  the  office  of  that  agency  referred  to 
as  the  'Office  of  Inspector  General';  and". 


(d)  Technical  and  Conforming  Amend- 
ments.—<1)  Section  5315  of  title  5,  United 
States  Code,  is  amended  by  adding  at  the 
end  thereof  the  following  new  paragraphs: 

"Inspector  General,  Department  of  Jus- 
tice. 

"Inspector  General,  Department  of  the 
Treasury. 

"Inspector  General,  Agency  for  Interna- 
tional Development 

"Inspector  General,  Department  of  Com- 
merce. 

"Inspector  General,  Department  of  the  In- 
terior. 

"Inspector  General,  Environmental  Pro- 
tection Agency. 

"Inspector  General  Federal  Emergency 
Management  Agency. 

"Inspector  General,  General  Services  Ad- 
ministration. 

"Inspector  General,  National  Aeronautics 
and  Space  Administration. 

"Inspector  General,  Small  Business  Ad- 
ministration. ". 

(2)  Section  5316  of  such  title  is  amended 
by  striking  out  each  of  the  following  para- 
graphs: 

"Inspector  General,  Agency  for  Interna- 
tional Development "; 

"Inspector  General,  Department  of  Com- 
merce. ": 

"Inspector  General,  Department  of  the  In- 
terior. ";  and 

"Inspector  General,  Community  Services 
Administration. 

"Inspector  General,  Environmental  Pro- 
tection Agency. 

"Inspector  General,  General  Services  Ad- 
ministration. 

"Inspector  General,  National  Aeronautics 
and  Space  Administration. 

"Inspector  General,  Small  Business  Ad- 
ministration. ". 

(3)  Title  II  of  Public  Law  94-505,  section 
208  of  the  Department  of  Energy  Organiza- 
tion Act  (42  U.S.C.  7138).  and  section  23  of 
the  Railroad  Retirement  Act  of  1974  (45 
U.S.C.  231v)  are  hereby  repealed. 

SEC.  3.  iVre.V.S/O.V  OF  l\SPi;CTOR  <it:SERAL  ACT 
PROTECTIO.y.S  AM)  REiiCIREMEMS  TO 
CERTAIS   AIDIT  ASD   IWESTICATIOS 

I  Mrs. 

The  Inspector  General  Act  of  1978  is  fur- 
ther amended  by  inserting  after  section  8A 
the  following  new  section: 

"PROTECTIONS  AND  REQUIREMENTS  FOR  CERTAIN 
AUDIT  AND  INVESTIGATION  UNITS 

"Sec.  8B.  (a)  Any  audit  unit  established  in 
a  Federal  entity  shall  be  responsible  for  the 
conduct  of  audits  and  investigations  of  the 
programs  and  operations  of  such  entity  in 
accordance  with  the  requirements  of  this 
section.  The  audit  unit  director  shall  be  ap- 
pointed by  the  head  of  such  entity  in  accord- 
ance with  the  laws  and  regulations  govern- 
ing appointments  in  the  civil  service.  After 
a  date  which  is  six  months  after  the  date  of 
enactment  of  this  section,  there  shall  be  no 
more  than  one  audit  unit  in  any  Federal 
entity. 

"(b)  Each  audit  unit  director  shall  report 
to  and  be  under  the  general  supervision  of 
the  head  of  the  Federal  entity  involved  or,  to 
the  extent  such  authority  is  delegated,  the  of- 
ficer next  in  rank  below  such  head,  but  shall 
not  report  to,  or  be  subject  to  supervision  by. 
any  other  officer  of  such  Federal  entity.  Nei- 
ther the  head  of  the  Federal  entity  nor  the 
officer  next  in  rank  below  such  head  shall 
prevent  or  prohibit  the  audit  unit  director 
from  initiating,  carrying  out  or  completing 
any  audit  or  investigation,  or  from  issuing 
any  subpena  during  the  course  of  any  audit 
or  investigation. 


"(c)  If  an  audit  unit  director  is  removed 
from  office  or  is  transferred  to  another  posi- 
tion or  location,  the  head  of  the  Federal 
entity  concerned  shall  promptly  communi- 
cate the  reasons  for  any  such  removal  or 
transfer  to  both  Houses  of  Congress. 

"(d)  Sections  4.  5.  6.  and  7  of  this  Act  shall 
be  applied  to  each  audit  unit  audit  unit  di- 
rector. Federal  entity,  and  head  of  the  Feder- 
al entity  (as  such  terms  are  defined  in  sub- 
section (e))  by  substituting— 

"(1)  'audit  unit  director'  for  'Inspector 
General '; 

"(2)  'Federal  entity' for  establishment'; 

"(3)  'audit  unit' for  'Office';  and 

"(4)  'head  of  the  Federal  entity'  for  "head 
of  the  establishment'. 

"(e)  As  used  in  this  section— 

"(1)  the  term  'Federal  entity'  means  an 
agency  (as  defined  in  section  552(e)  of  title 
5,  United  States  Code),  other  than  (A)  an  es- 
tablishTnent  (as  defined  in  section  11(2)  of 
this  Act)  or  part  of  an  establishment  (B)  the 
Executive  Office  of  the  President  or  (C)  the 
agency  referred  to  in  section  5102(a)(l)(v)  of 
title  5,  United  States  Code; 

"(2)  the  term  head  of  the  Federal  entity' 
means  the  chief  executive  officer  of  a  Feder- 
al entity: 

"(3)  the  term  'audit  unit'  means  a  compo- 
nent of  a  Federal  entity  which  carries  out 
audits  or  investigations,  or  both,  of  the  pro- 
grams and  operations  of  such  entity,  but 
does  not  include  a  component  that  carries 
out  audits  or  investigations  only  as  a  part 
of  the  conduct  of  the  regulatory  or  supervi- 
sory programs  of  the  Federal  entity; 

"(4)  the  term  'audit  unit  director'  means 
the  head  of  an  audit  unit.  ". 

SEC.  4.  PRO\ISIO\S  TO  ESSVRE  CMFORMITY  ASD 
RELIABILITY  OF  l\SPECTOR  GESERiL 
REPORTS. 

(a)  Report  Information  Required  on 
Audits.— Section  5(a)  of  the  Inspector  Gener- 
al Act  of  1978  is  amended  by  striking  out 
"and"  at  the  end  of  paragraph  (5)  and  by 
striking  out  pargraph  (6)  and  inserting  in 
lieu  thereof  the  following: 

"(6)  a  listing  of  each  audit  report  issued 
by  the  Office  during  the  reporting  period 
and  the  amounts  of  ineligible  and  unsup- 
ported costs  in  each  such  report  together 
with  a  summary  of  the  significant  reports: 

"(7)  a  detailed  statistical  analysis  of  audit 
reports,  depicting  in  tables  arranged  by 
audit  status  (as  defined  in  subsection  (g)(6)) 
information  concerning— 

"(A)  the  number  of  audit  reports  in  each 
audit  status: 

"(B)  the  number  of  such  reports  for  which 
an  audit  determination  was  not  made 
within  6  months  of  the  date  of  issuance  of 
such  report;  and 

"(C)  the  amounts  of  ineligible  costs,  ineli- 
gible costs  that  were  disallowed,  unsupport- 
ed costs,  and  urisupported  costs  that  were 
disallowed; 

"(8)  a  summary  of  each  significant  audit 
report  for  which  a  determination  was  not 
made  within  6  months  after  the  date  of  issu- 
ance of  such  report  and  an  explanation  of 
the  reason  such  determination  was  not 
made; 

"(9)  a  description  of.  and  explanation  of 
the  reasons  for.  any  significant  revised 
audit  determinations  made  during  the  re- 
porting period:  and 

"(10)  information  concerning  any  signifi- 
cant audit  determination  with  which  the  In- 
spector General  is  in  disagreement ". 

(b)  Report  on  Audit  Resolution.— Section 
5  of  such  Act  is  further  amended— 

(1)  by  redesignating  subsection  (e)  as  sub- 
section (f);  and 
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12)  by  inserting  after  subsection  (df  the  fol- 
lowing new  subsection: 

"(el(H  The  head  of  each  establishment 
shall,  not  later  than  April  30  and  October  31 
of  each  year,  prepare  semiannual  reports 
listing  each  audit  report  made  by  that  estab- 
lishment's Office  of  Inspector  General  which 
was  not  resolved  within  one  year  of  the  date 
on  which  an  audit  determination  was  made 
on  such  report  Such  reports  shall  include 
(but  need  not  be  limited  toJ— 

"(AJ  an  explanation  of  the  reason  such 
audit  was  not  resolved;  and 

"(B)  the  amount  of  disallowed  costs  that 
are  under  administrative  or  judicial  appeal 
and  the  amount  of  disallowed  costs  returned 
or  offset  by  the  government 

"12)  The  semiannual  reports  of  the  head  of 
each  establishment  shall  be  transmitted  by 
such  head  to  the  appropriate  committees 
and  subcommittees  of  Congress  not  later 
than  April  30  and  October  31  of  each  year, 
together  with  a  report  by  the  Office  of  In- 
spector General  of  the  establishment  con- 
taining any  comments  such  Office  deems 
appropriate. 

"13)  Within  sixty  days  of  the  transmission 
of  the  semiannual  reports  of  each  establish- 
ment head  to  the  Congress,  the  head  of  each 
establishment  shall  make  copies  of  such 
report  available  to  the  public  upon  request 
and  at  a  reasonable  cost ". 

fc)  Conforming  Amendment:  Definitions. — 
Section  5  of  such  Act  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
subsection: 

"ig)  As  used  in  this  section— 

"ID  the  term  'ineligible  cost'  means  an  in- 
curred cost  that  is  questioned  by  the  Office 
because  of  an  alleged  violation  of  a  provi- 
sion of  a  law,  regulation,  contract  grant 
cooperative  agreement  or  other  agreement 
or  document  governing  the  expenditure  of 
funds; 

"(2)  the  term  'unsupported  cost'  means  an 
incurred  cost  that  is  questioned  by  the 
Office  ftecottse  the  Office  found  that,  at  the 
time  of  the  audit  such  cost  was  not  support- 
ed by  adequate  documentation; 

"(3)  the  term  'disallowed  cost'  means  an 
ineligible  cost  or  unsupported  cost  that 
agency  management  has  concluded,  in  an 
audit  determination,  should  not  be  charged 
to  the  Federal  Government 

"(4)  the  term  'audit  determination'  means 
the  evaluation  by  agency  management  of  the 
findings  and  recommendations  included  in 
an  audit  report  and  the  issuance  of  a  writ- 
ten final  decision  by  management  concern- 
ing its  response,  including  corrective  ac- 
tions concluded  to  6e  necessary,  to  such 
findings  and  recommendations; 

"15)  the  term  'audit  resolution'  means  the 
completion  of  all  corrective  actions  that 
agency  management  has  concluded,  in  an 
audit  determination,  are  necessary  with  re- 
spect to  the  findings  and  recommendations 
included  in  an  audit  report  and,  in  the 
event  that  agency  management  concludes  no 
corrective  action  is  necessary,  'audit  resolu- 
tion' occurs  when  an  audit  determination 
has  been  reached;  and 

"(6)  the  term  'audit  status'  includes  the 
following  four  categories: 

"(A)  audits  for  which  the  audit  report  was 
issued  before  the  reporting  period  and  for 
which— 

"(i)  the  audit  determination  was  made 
before  or  during  such  period;  and 

"Hi)  the  audit  determination  was  not 
made  by  the  end  of  such  period;  and 

"(B)  audits  for  which  the  audit  report  was 
issued  during  the  reporting  period  and  for 
which— 


"(i)  the  audit  determination  was  made 
during  such  period;  and 

"(ii)  the  audit  determination  was  not 
made  by  the  end  of  such  period. ". 

(d)  Conforming  Amendment  to  Chapter  35 
OF  Title  31.  United  States  Code.— Section 
3512(b)(2)  of  title  31.  United  States  Code,  is 
amended  by  adding  at  the  end  thereof  the 
following:  "Such  standards  shall  include  (A) 
a  definition  of  audit  resolution  consistent 
with  section  5(g)(5)  of  the  Inspector  General 
Act  of  1978,  and  (B)  a  standard  to  ensure 
that  an  audit  determination  will  be  made 
on  each  audit  report  within  six  months  after 
the  issuance  of  such  report,  in  the  case  of  an 
audit  performed  by  a  Federal  auditor,  and 
within  six  months  after  receipt  by  the  execu- 
tive agency  responsible  for  the  program  con- 
cerned, in  the  case  of  each  audit  performed 
by  a  non-Federal  auditor.  No  order,  circular, 
or  directive  prescribed  by  the  Director  of  the 
Office  of  Management  and  Budget  shall  in- 
clude an  inconsistent  definition  or  standard 
with  respect  to  audit  resolution. ". 

SfX.  S.  OATH  AD.^II.MSTRATloy  AiTHDRITY. 

Section  6(a)  of  the  Inspector  General  Act 
of  1978  is  amended— 

(II  by  redesignating  paragraphs  (5) 
through  (8)  as  paragraphs  (6)  through  (9), 
respectively,  and 

(2)  by  inserting  after  paragraph  (4)  the  fol- 
lowing new  paragraph: 

"(5)  to  administer  to  or  take  from  any 
person  an  oath,  affirmation,  or  affidavit 
whenever  necessary  in  the  performance  of 
the  functions  assigned  by  this  Act  which 
oath,  affirmation,  or  affidavit  when  admin- 
istered or  taken  by  or  before  an  investigator 
or  such  other  employee  of  an  office  of  In- 
spector General  designated  by  the  Inspector 
General  shall  have  the  same  force  and  effect 
as  if  administered  or  taken  by  or  before  an 
officer  having  a  seal;". 

sue.  S.  P.AYMh:\T  AITHDRITY  SIBJUIT  T»  APPRO- 
PRIATIOMi. 

Any  authority  to  make  payments  under 
this  Act  shall  be  effective  only  to  such  extent 
as  provided  in  appropriations  Acts. 

.SiT.  7.  EFFEITIYE  DATK. 

This  Act  and  the  amendments  made  by 
this  Act  shall  take  effect  on  October  1,  1986. 

The  SPEAKER  pro  tempore.  Is  a 
second  demanded? 

Mr.  HORTON.  Mr.  Speaker.  I 
demand  a  second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Texas  [Mr.  Brooks] 
will  be  recognized  for  20  minutes  and 
the  gentleman  from  New  York  [Mr. 
Horton]  will  be  recognized  for  20  min- 
utes. 

The  Chair  recognizes  the  gentleman 
from  Texas  [Mr.  Brooks]. 

Mr.  BROOKS.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  H.R.  3077,  as  amended, 
would,  among  other  things,  establish 
statutory  Offices  of  Inspector  General 
in  the  Departments  of  Justice  and 
Treasury  and  the  Federal  Emergency 
Management  Agency.  It  would  also 
strengthen  audit  and  investigative 
units  in  agencies  without  statutory  in- 
spectors general  by;  First,  combining 
their  audit  and  investigative  activities; 
and,  second,  requiring  that  the  audit 


unit  director  report  to  the  head  of  the 
agency  and  to  Congress.  Further,  the 
bill  provides  for  uniform  reporting  of 
audit  results,  uniform  salary  levels  for 
statutorily  established  inspectors  gen- 
eral, and  authorization  for  inspector 
general  personnel  to  administer  oaths. 

Mr.  Speaker,  since  the  establishment 
of  the  first  statutory  Office  of  Inspec- 
tor General  in  the  then  Department 
of  Health,  Education,  and  Welfare  in 
1976,  the  inspector  general  concept 
has  proven  highly  successful  in  im- 
proving the  use  of  Government  re- 
sources. Eighteen  additional  statutory 
insjjectors  general  have  been  estab- 
lished, which,  according  to  administra- 
tion statistics,  pay  for  themselves 
many  times  over  in  misspent  funds  re- 
covered, as  well  as  costs  avoided.  It  is 
important  to  note  that  every  agency 
that  now  has  a  statutory  Office  of  In- 
spector General  initially  opposed  its 
establishment.  But  I  know  of  no 
agency  that  would  now  advocate  abol- 
ishing the  Inspector  General  Office. 

Legislation  establishing  Offices  of 
Inspector  General  in  the  Departments 
of  Justice  and  Treasury  has  been  ap- 
proved by  the  House  in  past  Congress- 
es, but  has  never  been  acted  on  by  the 
Senate.  In  the  same  maimer  that 
other  agencies  initially  opposed  the  es- 
tablishment of  statutory  inspectors 
general.  Justice  and  Treasury  are  also 
opposing  them.  They  feel  they  do  not 
need  assistance  in  making  the  most  ef- 
ficient use  of  the  limited  resources 
available  for  the  myriad  law  enforce- 
ment and  other  important  functions  of 
their  Departments.  The  establishment 
of  Offices  of  Inspector  General  in 
these  two  Departments  is  essential, 
and  even  more  so  in  light  of  current 
proposals  that  call  for  giving  them 
greatly  increased  funding  to  strength- 
en their  drug  enforcement  programs. 

H.R.  3077  would  also  strengthen  ex- 
isting audit  units  in  agencies  without 
statutory  inspectors  general  by  ex- 
tending to  them  protections  afforded 
statutory  inspectors  general.  In  a  com- 
mittee review,  we  learned  that  audit 
activities  in  these  agencies  lack  neces- 
sary independence.  Moreover,  highly 
vulnerable  agency  operations  are  re- 
ceiving little  or  no  audit  attention. 

The  bill  also  provides  the  too.s  nec- 
essary for  uniform  reporting  by  the  in- 
spectors general  so  that  their  findings 
can  be  accurately  interpreted,  and  it 
requires  agency  heads  to  report  to 
Congress  on  actions  that  managers 
have  agreed  to  take  in  response  to 
audit  recommendations. 

Mr.  Speaker,  in  these  times  of  fiscal 
austerity,  it  is  essential  that  every  pru- 
dent step  be  taken  to  prevent  the 
waste  of  Government  funds.  H.R.  3077 
would  help  to  accomplish  this  goal.  I 
urge  Members  to  vote  in  favor  of  this 
bill. 

Mr.  HORTON.  Mr.  Speaker.  I  yield 
jmyself  such  time  as  I  may  consume. 
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Mr.  HORTON.  Mr.  Speaker.  I  rise  in 
support  of  H.R.  3077.  the  Inspector 
General  Act  Amendments  of  1986. 

H.R.  3077  makes  a  number  of  impor- 
tant and  necessary  changes  in  the  In- 
spector General  Act  of  1978.  a  law 
which  was  originated  by  the  chairman 
of  the  Government  Operations  Com- 
mittee, Mr.  Brooks;  our  former  col- 
league from  North  Carolina.  L.H. 
Fountain;  and  myself. 

The  IG  Act  was  designed  to  improve 
the  auditing  and  investigation  of  Fed- 
eral programs  so  that  taxpayers  could 
be  better  assured  that  their  money 
was  being  spent  effectively  and  effi- 
ciently. Inspectors  general  were  estab- 
lished in  most  of  the  major  depart- 
ments and  agencies.  They  were  made 
responsible  to  their  agency  heads,  and 
independent  of  other  officials.  Consist- 
ent with  the  act,  the  roles  of  IG's  have 
been  emphasized  and  funding  for  their 
work  has  been  made  more  appropriate. 

The  IG  Act,  and  the  efforts  of  the 
people  who  implement  it,  have  been 
great  successes.  Inspectors  general  are 
today  actively  rooting  out  fraud, 
waste,  and  abuse  in  all  but  two  of  the 
major  agencies,  the  Departments  of 
Justice  and  Treasury. 

H.R.  3077  would  eliminate  this  situa- 
tion by  creating  independent,  statuto- 
ry inspectors  general  for  those  two  De- 
partments. The  bill  would  also  make 
several  other  changes  in  the  IG  Act. 
Principal  among  them  are  the  exten- 
sion of  the  protections  and  require- 
ments of  the  act  to  nonstatutory  audit 
units  throughout  the  Government, 
and  the  limitation  of  one  audit  unit  in 
each  agency  which  does  not  have  a 
statutory  IG. 

The  administration  has  praised  in- 
spectors general  as  key  fighters  in  the 
war  against  fraud,  waste,  and  abuse, 
and  it  opposes  the  establishment  of 
these  officials  in  two  of  the  major  De- 
partments of  the  Government. 

If  an  IG  is  valuable  at  the  Defense 
Department,  why  would  one  not  be 
helpful  at  the  Immigration  and  Natu- 
ralization Service?  If  the  IG  at  the 
Small  Business  Administration  does 
cost-effective  work,  why  wouldn't  an 
IG  at  the  Customs  Service? 

Passage  oi  the  major  new  drug  abuse 
initiative  earlier  this  month  prompts 
me  to  ask  a  further  question:  How  can 
we  responsibly  spend  vast  sums  of 
money  on  an  all-out  war  against  drug 
abuse,  and  at  the  same  time  not  put  in 
place  officials  who  could  ensure  that 
the  money  is  properly  spent?  The  two 
agencies  involved  here  are  of  course 
vital  to  that  antidrug  abuse  effort. 

Justice  and  Treasury  appear  to  be 
under  the  misconception  that  IG's  in 
those  agencies  would  meddle  in  law 
enforcement  functions,  and  would  sub- 
vert the  authorities  of  the  agency 
heads  in  these  areas.  I  can  assure  the 
Members  that  this  fear  is  completely 


unfounded.  IG's  in  these  Departments 
would  operate  like  their  counterparts 
in  the  19  agencies  which  already  have 
them— they  would  scrutinize  the  effec- 
tiveness and  efficiency  of  the  oper- 
ations of  the  Departments.  They 
would  not  second-guess  prosecution  or 
other  law  enforcement  decisions. 

Mr.  Speaker,  the  opposition  to  H.R. 
3077  reminds  me  of  the  intense  opposi- 
tion which  the  Defense  Department 
always  brought  to  bear  against  our  ef- 
forts to  create  an  inspector  general  in 
that  agency.  Since  we  succeeded  in 
overcoming  DOD  pressure  and  estab- 
lishing that  IG  office,  the  administra- 
tion—and especially  the  Department- 
have  widely  praised  the  DOD  IG  for 
his  work  in  saving  large  sums  of 
money  for  the  Federal  taxpayers.  I 
suspect  Chat  enactment  of  the  current 
legislation  would  bring  a  similar  role- 
reversal  from  Justice  and  Treasury  of- 
ficials. 

H.R.  3077  contains  needed  reforms 
to  an  extremely  important  and  useful 
law.  Mr.  Speaker,  I  urge  all  Members 
to  give  it  their  support. 

Mr.  GILMAN.  Mr.  Speaker,  I  rise  in  support 
of  the  Inspector  General  Act  amendments, 
H.R.  3077,  and  I  commend  my  distinguished 
colleagues,  the  gentleman  from  Illinois  [Mr. 
Brooks]  and  the  gentleman  from  New  York 
[Mr.  Horton],  for  their  time  and  work  as  co- 
sponsors  of  this  bill. 

H.R.  3077  establishes  offices  of  inspector 
general  within  the  Department  of  Justice,  the 
Department  of  the  Treasury,  the  Federal 
Emergency  Managennent  Agency,  and  the 
U.S.  Information  Agency.  These  offices  are 
charged  with  conducting  and  overseeing 
audits  and  investigations,  promoting  economy 
and  efficiency,  and  detecting  and  preventing 
fraud  and  abuse  in  executive  branch  oper- 
ations. 

H.R.  3077  also  brings  the  inspectors  gener- 
al of  the  Departments  of  Commerce,  of  the  In- 
terior, the  Environmental  Protection  Agency, 
the  General  Services  Administration,  the  Na- 
tional Aeronautics  and  Space  Administration, 
and  the  Small  Business  Administration,  into 
conformity  with  the  Inspector  General  Act. 
H.R.  3077  additionally  places  inspectors  gen- 
eral in  the  Department  of  Energy  and  the  De- 
partment of  Health  and  Human  Services 
under  the  act,  while  it  also  eliminates  the  in- 
spector general  office  within  the  no  longer 
operational  Community  Services  Administra- 
tion. 

The  first  office  of  inspector  general  was  es- 
tablished in  1976,  and  in  1978  the  Inspector 
General  Act  created  offices  of  the  inspector 
general  in  12  departments  and  agencies  and 
provided  regulations  governing  these  offices. 
In  total,  18  offices  have  been  established.  The 
House  approved  legislation  to  create  inspector 
general  offices  in  the  Justice  Department  and 
the  Department  of  the  Treasury  three  times 
before,  during  the  96th,  97th,  and  98th  Con- 
gresses, but  the  Senate  failed  to  act  on  any  of 
these  occasions. 

The  bill  takes  steps  to  ensure  uniformly  reli- 
able inspector  general  reports  by  requiring  de- 
tailed summaries  and  analyses  of  audit  activity 


conducted  by  each  inspector  general.  Addi- 
tionally, it  gives  inspectors  general  authority  to 
administer  oaths  and  subpoena  information  in' 
the  conduct  of  audits. 

Accordingly,  I  urge  my  colleagues  to  sup- 
port H.R.  3077,  the  Inspector  General  Act 
Amendments  of  1 986. 

Mr.  Speaker,  I  have  no  further  re- 
quests for  time,  and  I  yield  back  the 
balance  of  my  time. 

Mr.  BROOKS.  Mr.  Speaker,  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  Texas  [Mr. 
Brooks]  that  the  House  suspend  the 
rules  and  pass  the  bill,  H.R.  3077,  as 
amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill, 
as  amended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  BROOKS.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
bill  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Texas? 

There  was  no  objection. 


FREEDOM  OF  INFORMATION 
ACT  AMENDMENTS  OF  1986 

Mr.  ENGLISH.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  pass  the  bill 
(H.R.  4862)  to  amend  the  Freedom  of 
Information  Act  to  provide  procedures 
for  the  processing  of  requests  for  con- 
fidential business  information,  as 
amended. 

The  Clerk  read  as  follows: 

H.R. 4862 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    States    of 
America  in  Congress  assembled, 

SE(TION  I.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "Freedom  of 
Information  Act  Amendments  of  1986". 

SEf.  2.  BISINESS  CONFIDENTIALITY  PROCEDIRES. 

Subsection  (a)  of  section  552  of  title  5, 
United  States  Code,  is  amended  by  adding 
at  the  end  thereof  the  following  new  para- 
graph: 

"(7)(A)  Each  agency  shall  promulgate  reg- 
ulations, pursuant  to  notice  and  receipt  of 
public  comment,  specifying  procedures  by 
which  a  submitter  shall  be  required  to  desig- 
nate, at  the  time  it  submits  or  provides  to 
the  agency  or  thereafter,  any  information 
that  the  submitter  claims  is  exempt  from 
disclosure  under  subsection  (b)(4). 

"(B)  An  agency  may.  by  rule  issued  pursu- 
ant to  notice  and  receipt  of  public  comment, 
designate  specific  classes  of  information 
that  shall  be  treated  by  the  agency  as  if  the 
information  had  been  designated  under  sub- 
paragraph (A)  if  the  information  is  obtained 
from  a  submitter  without  an  opportunity 
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for  the  submitter  to  designate  the  informa- 
tion under  subparagraph  (A). 

"(C)  Each  agency  shall  promulgate  regula- 
tions, pursuant  to  notice  smd  receipt  of 
public  comment,  specifying  procedures  by 
which— 

"(i)  the  agency  shall  notify  a  submitter 
that  a  request  has  been  made  for  informa- 
tion designated  as  exempt  by  the  submitter 
under  subparagraph  <A)  of  this  paragraph 
or  treated  by  the  agency  under  subpara- 
graph (B)  of  this  paragraph  as  if  it  had  been 
designated,  within  five  worliing  days  after 
the  receipt  of  such  request,  and  shall  de- 
scribe the  request  and  advise  the  submitter 
of  its  right  to  submit  written  objections  in 
response  to  the  request: 

"(ii)  the  submitter  may.  within  ten  worth- 
ing days  of  the  mailing  of  such  notification, 
submit  to  the  agency  written  objection  to 
such  disclosure,  specifying  grounds  upon 
which  it  is  contended  that  the  information 
should  not  be  disclosed:  and 

"(iii)  the  agency  shall  determine,  within 
ten  working  days  after  the  date  when  the 
submitter's  objections  are  due.  whether  to 
comply  with  the  request  and  shall  notify 
the  submitter  of  any  final  decision  regard- 
ing the  release  of  such  information. 

"(D)  An  agency  is  not  required  to  notify  a 
submitter  pursuant  to  this  paragraph  if— 

"(i)  the  information  requested  is  not  des- 
ignated by  the  submitter  as  exempt  from 
disclosure  in  accordance  with  agency  regula- 
tions promulgated  pursuant  to  subpara- 
graph (A),  if  such  designation  is  required  by 
the  agency; 

"(ii)  the  agency  determines,  prior  to  giving 
such  notice,  that  the  request  should  be 
denied: 

■•(iii)  the  disclosure  is  specifically  required 
by  a  Federal  statute  (other  than  this  sec- 
tion;; 

"(iv)  the  disclosure  is  required  by  an 
agency  rule  (issued  under  this  section  or  an- 
other Federal  statute)  that- 
'll) was  adopted  pursuant  to  notice  and 
receipt  of  public  comment: 

"(II)  specifies  classes  of  records  submitted 
to  the  agency;  and 

"(III)  where  appropriate,  provides  in  ex- 
ceptional circumstances  for  notice  under 
subparagraph  (C)  only  when  the  submitter 
provides  at  the  time  of  submission  written 
justification  that  the  information  is  likely 
to  qualify  for  withholding  under  subsection 
(bM4): 

"(V)  the  information  has  been  published 
or  otherwise  made  public:  or 

"(vi)  the  designation  made  by  the  submit- 
ter in  accordance  with  agency  regulations 
promulgated  pursuant  to  subparagraph  (A) 
is  obviously  frivolous. 

"(E)  Whenever  an  agency  notifies  a  sub- 
mitter of  the  receipt  of  a  request  pursuant 
to  subparagraph  (C),  the  agency  shall  at  the 
same  time  notify  the  requester  that  the  re- 
quest is  subject  to  the  provisions  of  this 
paragraph  and  that  notice  of  the  request  is- 
t>eing  given  to  a  submitter.  Whenever  an 
agency  notifies  a  submitter  of  a  final  deci- 
sion pursuant  to  subparagraph  (C).  the 
agency  shall  at  the  same  time  notify  the  re- 
quester of  such  final  decision. 

"(P)  Whenever  a  submitter  has  filed  ob- 
jections  to  disclosure  of  information  pursu- 
ant to  subparagraph  (C)(ii),  or  whenever  an 
agency  has  determined  pursuant  to  subpara- 
graph (D)(vi)  that  a  designation  is  obviously 
frivolous,  the  agency  shall  not  disclose  any 
such  information  for  ten  working  days  after 
notice  of  the  final  decision  to  release  the  re- 
quested information  has  been  mailed  to  the 
submitter. 


"(G)(i)  Each  agency  shall  promulgate  reg- 
ulations, pursuant  to  notice  and  receipt  of 
public  comment,  providing  that— 

"(I)  upon  receipt  of  an  application  for  ex- 
pedited access  to  records  subject  to  the 
notice  provisions  of  this  paragraph,  the 
agency  shall,  within  five  working  days  after 
the  receipt  of  the  application,  grant  the  ap- 
plication if  the  application  demonstrates  a 
substantial  public  interest  in  expeditious 
consideration  of  the  request:  and 

"(II)  the  agency  shall  immediately  notify 
the  person  making  the  application  of  its  de- 
termination and  the  reasons  therefor,  and 
of  the  right  of  such  person  to  appeal  to  the 
head  of  the  agency  any  adverse  determina- 
tion. 

"(ii)  A  requester  whose  application  for  ex- 
pedited access  has  not  been  decided  within 
five  working  days  of  its  receipt  by  the 
agency  or  has  been  denied  shall  not  be  re- 
quired to  exhaust  administrative  remedies. 
Whenever  a  request  qualifies  for  expedited 
access— 

"(I)  the  agency  shall  provide  notice  to  the 
submitter  in  the  most  expeditious  manner 
practicable; 

"(II)  the  agency  shall  process  the  request 
ahead  of  requests  not  qualifying  for  expe- 
dited access,  and 

"(III)  the  time  limits  in  subparagraphs 
{C)(ii)  and  (P)  shall  be  reduced  to  five  work- 
ing days  after  the  submitter  has  received 
notice  from  the  agency. 

"(H)  The  agency's  disposition  of  the  re- 
quest and  the  submitter's  objections  shall 
be  subject  to  judicial  review  pursuant  to 
paragraph  (4)  of  this  subsection.  No  re- 
quester shall  be  required  to  exhaust  admin- 
istrative remedies  if  a  complaint  has  been 
filed  under  this  section  by  a  submitter  of  in- 
formation contained  in  the  requested 
records,  and  no  submitter  of  information 
contained  in  requested  records  shall  be  re- 
quired to  exhaust  administrative  remedies  if 
a  complaint  has  been  filed  under  this  sec- 
tion by  the  requester  of  such  records.". 

SECrjIDKlAI.  RKVIKW. 

Paragraph  (4)  of  section  552(a)  of  title  5, 
United  States  Code,  is  amended— 

(1)  by  striking  out  subparagraph  (B)  and 
inserting  in  lieu  thereof  the  following: 

"(B)(i)  On  complaint  filed  by  a  requester 
within  two  years  from  the  date  of  final 
agency  action  or  by  a  submitter  after  a  final 
decision  to  disclose  submitted  information 
but  prior  to  its  release,  the  district  court  of 
the  United  States  in  the  district  in  which 
the  complainant  resides,  or  has  its  principal 
place  of  business,  or  in  which  the  agency 
records  are  situated,  or  in  the  District  of  Co- 
lumbia, has  jurisdiction— 

"(I)  to  enjoin  the  agency  from  withhold- 
ing agency  records  and  to  order  the  produc- 
tion of  any  agency  records  improperly  with- 
held from  the  requester:  or 

"(II)  to  enjoin  the  agency  from  disclosing 
records  exempt  from  disclosure  under  sub- 
section (b)(4). 

"(ii)  In  an  action— 

"(I)  based  on  a  complaint  by  a  requester, 
any  submitter  of  information  contained  in 
the  requested  records  may  intervene  as  of 
right  in  the  action; 

"(II)  based  on  a  complaint  by  a  submitter, 
any  requester  of  records  containing  infor- 
mation which  the  submitter  seeks  to  have 
withheld  may  intervene  as  of  right  in  the 
action;  and 

"(III)  in  which  a  requester  is  an  interve- 
nor  or  is  joined,  the  court  shall,  in  ruling  on 
a  timely  motion  by  the  requester  and  sub- 
ject to  a  contrary  showing  by  the  submitter, 
presume  that  the  interests  of  justice  are 


best  served  by  transfer  of  the  action  to  an- 
other district  court  preferred  by  the  re- 
quester where  the  action  might  have  been 
brought  by  the  requester  pursuant  to  sub- 
paragraph (A)  of  this  paragraph,  except 
that  if  the  requester  has  a  competing  com- 
mercial interest  with  the  submitter,  venue 
shall  be  governed  by  section  1404  of  title  28. 
United  States  Code. 

"(iii)  The  agency  that  is  the  subject  of  the 
complaint  shall  promptly,  upon  service  of  a 
complaint— 

"(I)  seeking  the  production  of  records  con- 
taining information  designated  or  treated  as 
designated  under  paragraph  (7)(A)  or  (7)(B) 
of  this  subsection,  notify  each  submitter  of 
such  information  that  the  complaint  was 
filed:  and 

"(II)  seeking  the  withholding  of  records, 
notify  each  requester  of  the  records  that 
the  complaint  was  filed. 

"(iv)  Any  submitter  or  requester  who  is 
notified  of  an  action  under  this  subpara- 
graph shall  be  bound  by  the  decision  of  the 
court  in  such  action  whether  or  not  the  sub- 
mitter or  requester  intervenes  as  a  party  in 
the  act.": 

(2)  by  inserting  after  subparagraph  (C) 
the  following  new  subparagraph: 

■•(D)  In  any  case  to  enjoin  the  withholding 
or  the  disclosure  of  records,  the  court  shall 
determine  the  matter  de  novo.  The  court 
may  examine  the  contents  of  requested 
agency  records  in  camera  to  determine 
whether  such  records  or  any  part  thereof 
shall  be  withheld  under  any  of  the  exemp- 
tions set  forth  in  subsection  (b)  of  this  sec- 
tion. The  burden  is  on  the  agency  to  sustain 
its  action  to  withheld  information  and  the 
burden  is  on  any  submitter  seeking  the 
withholding  of  information":  and 

(3)  by  inserting  '(i)"  after  '(E)"  in  subpar- 
graph  (E)  and  by  adding  at  the  end  of  such 
subparagraph  the  following: 

••(ii)  The  court  shall  assess  against  a  sub- 
mitter reasonable  attorney  fees  and  other 
litigation  costs  reasonably  incurred  by  a  re- 
quester in  any  case  under  this  section  in 
which  (I)  the  submitter  is  a  party.  (II)  the 
requester  has  substantially  prevailed,  and 
(III)  the  court  determines  that  the  submit- 
ter's reasons  for  withholding  of  the  record 
were  not  substantially  justified. 

SK(  .  I.  DEKIMTIONS. 

Subsection  (e)  of  section  552  of  title  5, 
United  States  Code,  is  amended— 

(1)  by  inserting  "(I)"  after  ■■(e)";  and 

(2)  by  adding  at  the  end  thereof  the  fol- 
lowing: 

■■(2)  For  purposes  of  this  section,  the  term 
■submitter'  means  any  person  who  has  sub- 
mitted to  an  agency,  or  provided  an  agency 
access  to,  trade  secrets,  or  commercial  or  fi- 
nancial information  which  is  privileged  or 
confidential. ". 

SKC.  .i.  EFKEtTIVE  DATE 

This  Act  shall  effect  on  April  1,  1987, 
except  that  the  authority  to  prescibe  regu- 
lations to  implement  the  amendments  made 
by  this  Act  shall  be  effective  upon  its  enact- 
ment and  all  regulations  required  to  t>e 
issued  under  this  Act  shall  be  published  not 
later  than  April  1.  1987. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  Oklahoma  [Mr. 
English]  will  be  recognized  for  20 
minutes  and  the  gentleman  from  New 
York  [Mr.  Horton]  will  be  recognized 
for  20  minutes. 
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The  Chair  recognizes  the  gentleman 
from  Oklahoma  [Mr.  English]. 

Mr.  ENGLISH.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

GENERAL  LEAVE 

Mr.  Speaker,  I  ask  unanimous  con- 
sent that  all  Members  may  have  5  leg- 
islative days  in  which  to  revise  and 
extend  their  remarks  on  the  bill  pres- 
ently under  consideration. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Oklahoma? 

There  was  no  objection. 

Mr.  ENGLISH.  Mr.  Speaker,  H.R. 
4862  proposes  to  make  several  changes 
to  the  Freedom  of  Information  Act  for 
the  purpose  of  assuring  due  process 
rights  for  those  who  submit  confiden- 
tial business  information  to  the  Feder- 
al Government. 

The  history  of  this  legislation  dates 
back  to  work  done  by  the  Government 
Operations  Committee  during  the 
95th  Congress.  A  1978  committee 
report  found  a  need  for  additional  pro- 
cedural protections  for  submitters  and 
laid  the  foundation  for  today's  bill. 

The  basic  purpose  of  H.R.  4862  is  to 
provide  those  who  submit  confidential 
business  information  to  the  Govern- 
ment with  notice  and  an  opportunity 
to  comment  before  an  agency  decides 
on  the  possible  release  of  the  informa- 
tion under  the  Freedom  of  Informa- 
tion Act.  This  simple  procedure  will 
ensure  fairness  and  due  process  to 
those  who  are  required  to  trust  the 
Government  with  business  secrets. 

There  are  also  corresponding 
changes  in  judicial  procedures  for  law- 
suits brought  by  submitters  to  prevent 
disclosure  of  information  by  Federal 
agencies.  The  procedures  for  these  so- 
called  reverse-FOIA  lawsuits  are  ad- 
justed. 

There  are  four  major  reasons  why 
the  procedural  changes  in  H.R.  4862 
are  needed.  First,  it  is  consistent  with 
basic  notions  of  fundamental  fairness 
and  due  process  for  the  Government 
to  consult  with  the  submitter  of  poten- 
tially confidential  business  informa- 
tion before  making  a  decision  about 
disclosure  of  that  information. 

Second,  in  some  cases,  it  is  difficult 
to  determine  if  information  qualifies 
for  withholding  under  the  substantial 
competitive  harm  test  of  the  FOIA's 
fourth  exemption.  Consultation  with 
the  submitter  will  result  in  better  and 
fairer  decisions  by  agencies. 

Third,  the  strict  time  limits  of  the 
FOIA  cannot  readily  accommodate  the 
additional  time  that  is  required  by  the 
submitter  notice  procedures.  H.R.  4862 
adjusts  the  time  limits  for  requests  re- 
quiring submitter  notice  but  leaves  un- 
changed the  time  limits  for  all  other 
requests. 

Fourth.  H.R.  4862  will  require  a 
greater  degree  of  uniformity  and  pre- 
dictability in  the  processing  of  FOIA 
requests.  This  will  assist  those  who 


routinely  submit  business  information 
to  more  than  one  agency. 

The  case  of  H.R.  4862  is  not  based 
on  evidence  that  trade  secrets  or  confi- 
dential business  data  are  insufficiently 
protected  under  current  law.  Instead, 
the  record  compiled  by  the  Govern- 
ment Information  Subcommittee 
shows  that  agencies  have  been  proper- 
ly protective  of  sensitive  business  in- 
formation. The  only  need  that  we 
found  was  for  minor  procedural 
reform. 

I  want  to  emphasize  that  H.R.  4862 
is  strictly  a  procedures  bill.  It  will  not 
permit  agencies  to  withhold  any  infor- 
mation currently  made  public.  E^^ery 
document  that  is  required  to  be  dis- 
closed today  will  continue  to  be  disclo- 
sable  if  H.R.  4862  becomes  law.  The 
bill  only  modifies  the  procedures  used 
by  agencies  in  making  disclosure  deci- 
sions. 

I  had  hoped  to  bring  before  this 
House  a  somewhat  broader  package  of 
FOIA  amendments.  Much  of  our 
effort  in  this  Congress  was  devoted  to 
working  out  changes  that  would  make 
the  FOIA  better.  Both  the  Justice  De- 
partment and  the  requester  communi- 
ty proposed  amendments,  but  the  dif- 
ferences between  the  proposals  were 
enormous. 

Despite  a  considerable  amount  of 
hard  work  by  all,  there  was  not 
enough  consensus  on  general  FOIA 
reform.  Parties  on  all  sides— including 
the  Justice  Department— finally  decid- 
ed to  abandon  efforts  on  other 
changes.  With  time  running  out,  it 
became  clear  that  the  business  proce- 
dures amendment  was  the  only  change 
that  was  supported— or  not  opposed— 
by  almost  everyone. 

Other  issues  will  have  to  wait  for  an- 
other day.  I  don't  mean  to  suggest  by 
this  that  the  FOIA  suffers  from  any 
major  unaddressed  defects.  Although 
sweeping  proposals  for  amending  the 
FOIA  have  been  made  over  the  years, 
no  one  should  be  fooled  into  thinking 
that  there  are  any  pressing  problems 
that  demand  immediate  legislative  at- 
tention. In  fact,  many  of  the  current 
difficulties  with  the  FOIA  require 
better  administration  rather  than  new 
legislation.  The  other  amendments 
that  were  under  serious  consideration 
this  year  were  minor  adjustments  that 
can  wait  until  later. 

In  closing,  I  would  like  to  recognize 
those  whose  hard  work  has  contribut- 
ed to  the  bill  now  before  the  House. 
Tom  Kindness,  ranking  minority 
member  on  the  subcommittee,  has 
been  of  great  assistance  throughout 
all  of  our  work  on  the  FOIA.  I  would 
also  like  to  acknowledge  the  coopera- 
tion and  support  of  Jack  Brooks, 
chairman  of  the  Committee  on  Gov- 
ernment Operations,  and  of  Frank 
HoRTON,  ranking  minority  member  on 
the  full  committee.  Finally,  I  would 
like  to  thank  Jerry  Kleczka  for  his 
efforts  and  his  hard  work.  Jerry  craft- 


ed the  amendment  that  struck  the 
final  and  most  important  compromise 
in  H.R.  4862. 

Mr.  Speaker,  I  urge  support  of  the 
bill. 

Mr.  HORTON.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  enactment  of  H.R. 
4862,  the  Freedom  of  Information  Act 
Amendments  of  1986,  would  fulfill  rec- 
ommendations made  by  the  Govern- 
ment Operations  Committee  8  years 
ago.  We  found  at  that  time  that  there 
were  problems  in  the  handling  of  con- 
fidential business  information,  and 
that  the  rules  governing  judicial 
review  of  agency  decisions  to  release 
such  information  were  unsettled  in 
the  courts.  The  bill  which  is  before  us 
today  would  make  procedural  changes 
in  the  law  to  remedy  those  problems. 

The  fundamental  concern  of  the 
Freedom  of  Information  Act,  as  ex- 
pressed in  this  committee's  original 
report  on  the  act  in  1966,  is  with  the 
right  of  the  individual  to  be  able  to 
find  out  how  his  Government  is  oper- 
ating. Government  agencies  necessari- 
ly collect  a  substantial  amount  of  data 
from  private  citizens  and  businesses. 
But  the  purpose  of  FOIA  never  was, 
and  is  not  today,  to  permit  people  to 
use  Government  files  as  a  vehicle  for 
spying  on  their  neighbors  and  business 
competitors.  It  is  not  fair  that  busi- 
ness concerns  run  the  risk  of  having 
their  competitors  obtain  data  which 
would  give  a  competitive  advantage 
merely  because  the  firms  engage  in 
commercial  activities  which  require 
the  provision  of  information  to  the 
Government. 

From  time  to  time  we  are  called  to 
act,  not  to  solve  a  particular  problem, 
but  rather  to  defend  a  principle.  I  be- 
lieve that  that  is  what  we  are  doing 
here  today.  It  is  only  fair  that  one  who 
is  required  to  submit  information  to 
the  Government  first,  be  notified  that 
someone  has  requested  the  disclosure 
of  that  information,  and  second,  have 
the  opportunity  to  present  arguments 
to  the  agency  as  to  why  the  informa- 
tion should  be  withheld.  Then,  if  the 
agency  is  not  convinced,  the  submitter 
ought  to  have  the  right  to  go  to  court 
on  the  same  basis  as  the  person  who 
requested  the  information. 

Unfortunately,  some  people  are  not 
convinced  that  there  remains  a  need 
for  this  legislation.  I  believe  that  the 
subcommittee  chairman,  the  gentle- 
man from  Oklahoma  [Mr.  EngushI 
clearly  stated  the  reasons  for  this  bill. 
I  would  add  that  the  bill  has  been 
carefully  drafted  to  deal  with  the  con- 
cerns that  have  been  raised  over  its 
implementation.  Finally,  I  believe  that 
the  provision  of  de  novo  judicial 
review  for  submitters  will  reduce  most 
of  the  procedural  haggling  which  has 
plagued  those  few  cases  which  do 
reach  litigation. 
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I  have  had  the  privilege  of  serving  in 
the  Congress  longer  than  the  Freedom 
of  Information  Act  has  been  on  the 
books.  I  can  assure  those  who  have 
raised  concerns  about  this  bill  that  the 
Government  Operations  Committee 
does  not  take  amendment  of  the  FDIA 
lightly.  Nevertheless,  it  does  not  shirk 
its  res(>onsibility  to  take  action  where 
a  legislative  remedy  is  appropriate. 
Along  that  line,  I  would  like  to  pose  a 
couple  of  questions  to  the  gentleman 
from  Oklahoma: 

D  1235 

The  gentleman  mentioned  the  ef- 
forts of  the  subcommittee  to  develop  a 
broader  package  of  POIA  amendments 
which,  unfortunately,  died  for  a  lack 
of  consensus.  Is  it  correct  to  say  this 
bill  embodies  the  only  changes  in  the 
Freedom  of  Information  Act  that  you 
would  support  at  this  time? 

Mr.  ENGLISH.  If  the  gentleman  will 
yield,  the  gentleman  is  correct.  As  I 
said.  I  beleive  that  there  are  some 
areas  of  the  act  that  could  be  im- 
proved by  legislation.  Reaching  a  con- 
sensus on  legislation  which  properly 
balances  all  the  legitimate  interests  in- 
volved is,  however,  very,  very  difficult. 
This  bill  is  as  much  as  we  could 
achieve  agreement  on,  and  I,  there- 
fore, do  not  support  changes  to  other 
areas  of  the  act  at  this  time. 

Mr.  HORTON.  Some  people  opposed 
this  bill  because  of  their  fear  over 
what  might  happen  to  it  subsequently 
in  the  legislative  process.  Could  the 
gentleman  speak  to  that  concern? 

Mr.  ENGLISH.  I  would  simply 
repeat  that  other  issues  will  have  to 
wait  for  another  day  and,  therefore,  I 
would  not  be  able  to  support  changes 
to  other  areas  of  the  FOIA  at  this 
time. 

Mr.  HORTON.  I  thank  the  gentle- 
man for  his  responses.  I  concur  with 
both  his  reasoning  and  his  conclu- 
sions. I  want  to  congratulate  him  and 
the  subcommittee's  ranking  minority 
member.  Mr.  Kindness,  and  the  other 
subcommittee  members  for  working 
cooperatively  to  produce  a  balanced 
bill.  I  support  the  measure  and  urge 
its  passage. 

Mr.  SPEAKER,  I  reserve  the  bal- 
ance of  my  time. 

Mr.  ENGLISH.  Mr.  Speaker,  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  Texas  [Mr.  Brooks]. 

Mr.  BROOKS.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Speaker,  I  want  to  say  that  for 
many  years  Mr.  Horton  and  I  and 
others  have  been  interested  in  the 
Freedom  of  Information  Act  and  have 
worked  on  it. 

Mr.  Speaker,  I  rise  in  support  of 
H.R.  4862,  the  Freedom  of  Informa- 
tion Act  Amendments  of  1986.  The 
gentleman  from  Oklahoma,  the  chair- 
man of  our  Subcommittee  on  Govern- 
ment Information,  Justice,  and  Agri- 
culture, has  done  a  superb  job  in  put- 


ting together  a  bill  that  addresses  the 
longstanding  problem  of  how  to 
handle  freedom  of  information  re- 
quests in  the  area  of  confidential  busi- 
ness information. 

He  told  the  Members  of  the  House 
that  he  was  grateful  to  me  as  chair- 
man of  the  committee  for  working 
with  him  and  with  his  subcommittee 
and  I  want  to  say  that  it  is  very  easy 
for  the  chairman  of  the  Government 
Operations  Committee  to  work  with 
such  a  distinguished  and  outstanding 
subcommittee  chairman  as  Glenn 
English.  He  follows  a  tradition  of  the 
Government  Operation  Committee, 
which  has  a  large  number  of  outstand- 
ing subcommittee  chairmen,  among 
them,  Teddy  Weiss  who  is  sitting 
right  here.  Another  one  of  those 
chairmen  of  a  subcommittee  and  they 
do  an  outstanding  job  for  this  House 
and  for  this  Nation. 

The  Freedom  of  Information  Act  is 
now  20  years  old.  It  stands  as  a  monu- 
ment to  our  commitment  to  open  gov- 
ernment in  this  country.  It  has  weath- 
ered many  attacks  and  proven  itself 
over  and  over  again  to  be  of  great  ben- 
efit to  this  Nation's  Government  and 
the  people  it  serves.  In  the  20  years 
since  its  birth,  the  act  has  experienced 
only  one  major  amendment— in  1974, 
when  the  Privacy  Act  was  added.  The 
amendment  that  H.R.  4862,  before  us 
today,  would  make  is  a  fine  tuning  ad- 
justment and  not  a  major  revision  in 
the  Freedom  of  Information  Act.  This 
amendment  would  address  the  prob- 
lem of  how  to  handle  the  disclosure  of 
business  information  by  making  a 
number  of  procedural  reforms  so  that 
"confidential "  business  information 
can  be  protected  without  unduly  re- 
stricting access  to  other  business  infor- 
mation. 

The  bill  represents  a  careful  balanc- 
ing of  the  interests  of  the  business 
community  and  the  public.  It  had  bi- 
partisan support  in  the  Government 
Operations  Committee  and  has  the 
support  of  the  business  community.  I 
urge  the  Members  of  the  House  to 
support  the  legislation. 

Mr.  HORTON.  Mr.  Speaker,  I  yield 
back  the  balance  of  my  time. 

Mr.  ENGLISH.  Mr.  Speaker,  I  yield 
4 '72  minutes  to  the  gentleman  from 
New  York  [Mr.  Weiss]. 

Mr.  WEISS.  I  thank  the  gentleman 
for  yielding  me  this  time. 

Mr.  Speaker,  I  want  to  express  my 
appreciation  to  my  distinguished 
friend.  Chairman  English,  for  the  ex- 
cellent job  he  has  done  over  the  years 
regarding  the  Freedom  of  Information 
Act.  He  has  courageously  faced  the 
almost  impossible  task  of  balancing 
the  interests  of  the  business  communi- 
ties and  the  environmental  groups, 
journalists,  labor  unions,  and  others 
who  rely  on  the  Freedom  of  Informa- 
tion Act  to  protect  the  health,  safety, 
and  rights  of  the  public.  He  has 
worked  on  this  bill,  in  a  variety  of 


forms,  for  several  years,  and  I  believe 
that  he  has  tried  very  hard  to  protect 
the  Freedom  of  Information  Act. 
while  addressing  these  conflicting  con- 
cerns. 

In  the  original  enactment  of  the 
Freedom  of  Information  Act.  Congress 
struck  a  delicate  balance  among  the 
interests  of  the  many  groups  who 
would  submit  or  receive  information 
under  FOIA.  Unfortunately,  the  POIA 
has  become,  over  the  years,  an  often 
used  business  tool  by  which  one  com- 
pany seeks  to  gain  confidential  infor- 
mation about  a  competing  business. 
And  now.  in  an  attempt  to  limit  the 
loss  of  confidential  business  informa- 
tion to  a  competing  business.  H.R. 
4862  offers  a  solution  which.  I  believe, 
will  seriously  undermine  this  delicate 
balance. 

I  believe  that  H.R.  4862,  if  enacted, 
will  be  manipulated  in  ways  that  were 
not  intended.  There  are  many  people 
and  organizations  that  request  infor- 
mation through  FOIA  who  do  not  rep- 
resent competing  commercial  inter- 
ests. In  most  cases,  they  do  not  have 
the  money  or  resources  to  wage  a  full- 
scale  fight  against  a  business  or  the 
Government  for  the  right  to  informa- 
tion. My  own  experience  with  FDA, 
OSHA,  NIOSH,  and  other  Federal 
Agencies  suggests  that  claims  of  confi- 
dentiality, especially  of  health  and 
safety  information,  have  little  to  do 
with  the  trade  secrets  that  are  sup- 
posed to  be  protected  under  FOIA. 

I  am  very  concerned  about  the  ways 
that  the  notification  procedures,  and 
especially  the  de  novo  judicial  review 
provision  for  submitters,  will  be  ma- 
nipulated. This  could  lead  to  expensive 
delays  when  submitters  want  to  re- 
strict the  public's  right  to  know. 

I  agree  that  the  business  communi- 
ties have  a  valid  interest  in  protecting 
legitimate  trade  secrets  from  compet- 
ing commercial  interests.  According  to 
the  information  that  has  been  made 
available  to  me.  this  is  a  major  use  of 
FOIA,  and  is  the  major  concern  of  the 
business  community.  It  is  therefore 
extremely  unfortunate  that  H.R.  4862 
could  be  used  to  put  public  interest 
groups,  and  journalists  working  in  the 
public  interest,  at  a  major  disadvan- 
tage. 

In  addition,  we  should  not  be  setting 
up  procedures  that  are  so  costly  to 
Federal  agencies  that  they  cannot  do 
their  job.  Many  of  these  agencies  are 
already  severely  understaffed,  and  the 
procedures  included  in  this  bill  may 
force  them  to  deny  requests  for  infor- 
mation as  a  way  to  avoid  costly  and 
time-consuming  de  novo  proceedings 
on  the  part  of  submitters. 

I  feel  strongly  that  the  new  de  novo 
review  section  contained  in  the  bill  is 
unnecessary,  and  could  easily  be 
abused.  In  their  testimony  before  the 
subcommittee,  a  small  business  asso- 
ciation, journalists,  and  several  public 
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interest  groups  expressed  their  con- 
cerns about  de  novo  review  in  very 
strong  terms. 

Under  current  law.  submitters  are 
not  officially  notified  of  FOIA  re- 
quests, although  many  get  that  infor- 
mation from  unofficial  channels. 
Thus,  under  current  law,  it  is  at  least 
arguable  that  submitters  may  have 
only  limited  time  to  prepare  an  argu- 
ment before  the  agency  to  back  up 
their  claim  of  confidentiality.  Howev- 
er, under  the  new  notification  proce- 
dures in  this  bill,  there  is  no  question 
that  submitters  will  now  have  ade- 
quate time  to  prepare  their  arguments 
against  disclosing  information  at  the 
agency  level,  before  any  information  is 
disclosed.  This  should  be  enough. 
There  is  no  evidence  that  they  need  de 
novo  review,  although  it  could  obvi- 
ously be  abused  in  ways  that  would 
cost  Federal  agencies  a  great  deal  of 
staff  time  and  money.  This  burden 
would  also  be  felt  by  public  interest 
groups,  journalists,  and  small  business- 
es. 

The  public  interest  groups  that  have 
expressed  their  opposition  to  this  bill 
include  the  major  environmental 
groups,  many  journalism  associations, 
as  well  as  several  other  well  respected 
public  interest  groups.  I  am  concerned 
that,  if  this  bill  becomes  law,  these 
groups  will  not  have  the  resources  to 
continue  their  work  to  help  promote 
the  health  and  safety  of  the  American 
public. 

D  1255 

Mr.  Speaker,  I  know  that  in  case  any 
of  these  concerns  should  come  to  frui- 
tion, the  distinguished  gentleman 
from  Oklahoma  [Mr.  English]  will 
take  steps  to  remedy  them. 

Mr.  ENGLISH.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  in  response  to  the  gen- 
tleman from  New  York  [Mr.  Weiss], 
let  me  say  at  the  outset  that  we  both 
have  a  common  interest  in  maintain- 
ing an  effective  and  useful  Freedom  of 
Information  Act.  Our  goals  are  the 
same.  However,  we  do  not  agree  about 
the  effects  of  H.R.  4862. 

During  my  6  years  as  chairman  of 
the  Subcommittee  on  Government  In- 
formation, the  FOIA  has  been  under 
constant  attack  by  those  Who  want  to 
restrict  the  availability  of  information. 
I  have  fought  those  who  oppose  disclo- 
sure of  public  information.  I  would  not 
be  here  today  advocating  H.R.  4862  if 
I  thought  that  it  did  any  damage  to 
the  basic  principles  of  the  FOIA. 

In  drafting  H.R.  4862,  we  were  very 
careful  to  consider  the  specific  con- 
cerns about  delay  that  have  been 
raised.  We  have  reduced  time  limits  as 
much  as  possible.  We  have  provided  an 
expedited  access  procedure  that  will 
allow  public  interest  requesters  with  a 
pressing  and  timely  need  for  informa- 
tion to  obtain  records  even  faster. 


We  have  also  streamlined  the  judi- 
cial procedures  as  much  as  possible. 
Public  interest  requesters  have  the 
choice  of  venue  in  reverse-FOIA  cases. 
Also,  for  the  first  time,  submitters 
who  file  lawsuits  without  substantial 
justification  may  be  required  to  pay 
the  attorney  fees  of  the  requester.  I 
can't  imagine  a  more  important  deter- 
rent to  dilatory  litigation. 

I  also  think  that  the  concerns  about 
the  de  novo  review  are  misplaced. 
Only  a  tiny  fraction  of  all  FOIA  re- 
quests ever  reach  the  courts.  For  the 
great  majority  of  requests  that  are  re- 
solved at  the  administrative  level,  de 
novo  review  is  irrelevant. 

The  bill  reduces  the  administrative 
process  for  submitters  to  the  mini- 
mum. This  was  a  major  objective  of 
the  requester  community.  But  it  is  not 
fair  to  submitters  if  the  administrative 
process  and  judicial  review  are  both 
abbreviated.  We  have  to  allow  an  op- 
portunity for  careful  consideration 
somewhere. 

De  novo  review  does  not  mean  that 
there  need  be  a  lengthy  trial  in  every 
case.  Where  there  is  an  adequate 
record,  the  courts  can  and  should 
decide  FOIA  cases  quickly.  The  com- 
mittee report  discusses  this  point  in 
some  detail.  I  am  convinced  that  H.R. 
4862  will  not  add  any  significant  new 
delays  to  the  availability  of  informa- 
tion under  the  FOIA. 

Let  me  make  one  other  point.  Two 
years  ago,  I  supported  the  CIA  Infor- 
mation Act.  Opponents  claimed  that 
bill  would  allow  the  CIA  to  hide  infor- 
mation. I  said  that  the  bill  was  fair 
and  that  it  would  speed  disclosure  of 
information. 

The  record  shows  that  the  CIA's 
FOIA  backlog  has  been  reduced  and 
processing  time  has  been  cut  by  more 
than  half.  We  have  received  no  com- 
plaints from  requesters  that  the  CIA 
law  is  not  working.  I  was  right  when  I 
said  that  the  CIA  bill  would  work,  and 
I  am  right  today  when  I  say  that  H.R. 
3862  will  work. 

Mr.  Speaker,  I  yield  4  minutes  to  the 
gentleman  from  Wisconsin  [Mr. 
Kleczka],  who  has  played  such  a 
major  role  in  bringing  this  legislation 
to  the  floor.  As  I  stated  earlier,  the 
gentleman  is  responsible  for  drafting 
the  amendment  that  made  this  legisla- 
tion acceptable. 

Mr.  KLECZKA.  Mr.  Speaker,  I  rise 
today  in  support  of  H.R.  4862,  the 
Freedom  of  Information  Act  Amend- 
ments of  1986. 

I  want  to  commend  the  Government 
Operations  subcommittee  chairman, 
Mr.  English,  and  the  ranking  minority 
member,  Mr.  Kindness,  for  their  dili- 
gence and  patience  in  working  on  the 
FOIA  legislation  during  this  term.  The 
bill  before  us,  which  they  sponsor,  is 
the  result  of  the  good  job  they  have 
done  with  a  difficult  set  of  issues.  I 
would  also  like  to  thank  Bob  Geilman, 
staff  person  to  the  subcommittee,  for 


the  long  hours  and  hard  work  he  has 
devoted  to  the  bill. 

When  I  introduced  the  Freedom  of 
Information  Public  Improvement  Act 
(H.R.  3319)  in  September  of  last  year, 
I  did  not  expect  all  aspects  of  it  to 
pass.  However,  I  did  hope  putting  for- 
ward a  bill  of  strengthening  amend- 
ments to  the  FOIA  would  make  it 
more  likely  that  any  FOIA  legislation 
voted  out  of  the  Government  Oper- 
ations Committee  would  be  a  balanced 
package,  with  elements  of  procedural 
reform  to  address  both  the  needs  of 
those  who  request  information  and 
those  who  have  submitted  that  infor- 
mation. 

However,  serious  obstacles  arose  to 
comprehensive  reform.  Needless  to  say 
the  Justice  Department  was  not  inter- 
ested in  any  procedural  reforms  which 
would  favor  requesters.  This  was  to  be 
expected  since  the  administration  has 
consistently  sought  to  narrow  the 
FOLA. 

Another  barrier  to  a  balanced 
reform  package  was  the  lack  of  con- 
sensus among  the  FOIA  community. 
Those  groups  most  interested  in  seeing 
the  FOIA  strengthened  were  unable  to 
speak  with  one  voice  so  that  a  compro- 
mise could  more  easily  be  forged. 

As  a  result,  the  only  aspect  of  FOIA 
procedural  reform  with  a  chance  of 
passing  at  this  time  was  a  more  fo- 
cused package  of  procedural  reforms 
on  behalf  of  the  business  community. 

The  Business  Procedures  Act,  H.R. 
4862,  reflected  a  growing  concern  over 
a  number  of  years  that  some  business- 
es were  losing  control  over  valuable 
commercial  data  that  should  qualify 
as  trade  secrets  under  the  act's  fourth 
exemption. 

The  crux  of  H.R.  4862  would  require 
agencies  to  notify  businesses  when  in- 
formation they  have  marked  confiden- 
tial is  about  to  be  released  under  the 
FOIA.  The  bill  would  then  permit 
businesses  to  show  cause  for  why  the 
information  should  not  be  released, 
and,  in  case  of  a  continuing  dispute, 
provide  de  novo  review  in  the  courts. 

While  H.R.  4862  is  far  different  than 
my  bill  to  strengthen  the  law  for  re- 
questers, many  members  of  the  sub- 
committee and  businesses  expect  that 
this  procedural  change  will  lead  to  a 
fairer  balance  between  submitters  and 
requesters. 

The  FOIA  now  provides  requesters 
with  time  limits,  appeal  procedures, 
judicial  review  rights  and  a  host  of 
other  procedural  and  substantive  safe- 
guards. Submitters  have  argued  that  it 
is  only  fair  that  comparable  procedur- 
al protections  be  created  for  confiden- 
tial business  documents. 

The  substance  of  H.R.  4862,  howev- 
er, did  raise  some  concerns.  Press  and 
public  interest  groups  in  particular 
were  concerned  that  the  new  proce- 
dures could  cause  unnecessary  delays. 
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Although  I  would  have  preferred  a 
comprehensive  bill,  I  agreed  to  sup- 
port business  procedures  reform  with 
the  addition  of  two  amendments,  each 
consistent  with  the  spirit  of  H.R.  3319, 
the  Freedom  of  Information  Public 
Improvement  Act,  which  Mr.  English 
sponsored  with  me.  These  two  amend- 
ments have  been  incorporated  in  H.R. 
4862. 

The  first  of  my  amendments  allows 
agencies  to  use  authority  granted 
under  the  FOIA  or  under  other  stat- 
utes to  define  classes  of  documents 
that  will  automatically  be  subject  to 
disclosure.  This  amendment  will  speed 
disclosure  of  designated  classes  of  in- 
formation without  risk  to  exempt  busi- 
ness information. 

The  second  of  my  amendments  will 
make  it  easier  for  requesters  to  qualify 
for  FOIA's  expedited  access  provision. 
The  bill  now  provides  for  expedited 
access  when  a  requester  can  demon- 
strate a  compelling  need.  My  amend- 
ment substitutes  a  "substantial  public 
interest  standard." 

Requesters  who  will  meet  the  sub- 
stantial test  in  my  amendment  include 
reporters  with  short  deadlines  and 
public  interest  groups  and  others  who 
have  a  special  need  for  information  on 
short  notice.  If  there  is  any  doubt 
about  this,  the  committee  report  pro- 
vides adequate  record  to  demonstate 
that  this  is  the  committee's  intent. 

As  part  of  my  amendment  to  the  ex- 
pedited access  provision,  I  also  pro- 
posed language  to  clearly  state  that 
once  an  application  for  expedited 
access  is  granted,  the  request  will  be 
processed  ahead  of  all  requests  not 
qualifying  for  expedited  access. 

With  the  support  of  the  gentleman 
from  Texas  [Mr.  Brooks],  chairman 
of  the  full  committee  on  Government 
Operations,  subcommittee  chairman 
English  and  ranking  minority  member 
Kindness,  both  amendments  passed  at 
full  committee  markup  and  are  includ- 
ed in  the  business  procedures  bill 
before  the  House. 

The  fact  that  this  bill  is  a  change  in 
procedure,  and  not  a  change  in  the 
substance  of  the  FOIA,  is  an  admis- 
sion that  the  act  is  working.  Not  only 
is  it  working,  it's  also  saving  money. 

Testimony  before  the  Government 
Information  Subcommittee  has  shown 
that  FOIA  disclosures  have  resulted  in 
actual  dollar  savings. 

I  believe  that  if  we  took  the  time  to 
track  down  the  actual  dollar  savings 
resulting  from  FOIA  disclosures,  we 
would  find  that  the  law  actually  saves 
more  money  for  the  Government  than 
it  costs.  This  is  even  before  we  esti- 
mate the  value  of  the  FOIA  as  a  deter- 
rent to  agency  waste  and  mismanage- 
ment and  before  we  consider  the  non- 
monetary benefits  of  fairer  and  more 
responsive  government,  and  a  better 
informed  citizenry. 

During  the  next  term  of  Congress,  I 
hope  to  see  a  different  type  of  FOIA 


reform  come  before  this  body.  I  would 
like  to  see  a  FOIA  reform  bill  that  will 
address  the  needs  of  those  who  use  in- 
formation requested  through  FOIA  to 
keep  this  country's  citizenry  informed 
about  the  operations  of  its  govern- 
ment—whether that  government 
wants  them  to  know  or  not. 

I  regard  the  free  flow  of  information 
to  the  press  to  be  one  of  the  most  im- 
portant foundations  of  our  democratic 
society.  We  must  rely  on  the  broad 
scrutiny  of  the  press  and  public  to 
keep  our  government  honest.  The 
FOIA  is  essential  to  that  scrutiny. 

Before  concluding,  I  put  forward  a 
challenge  to  the  FOIA  community  to 
find  the  means  to  speak  with  one  voice 
on  FOIA  reform  as  it  affects  their  in- 
terests. I  believe  this  will  be  necessary 
to  successfully  pass  legislation  to 
strengthen  the  FOIA  in  the  future. 

I  urge  the  support  of  my  colleagues 
for  passage  of  H.R.  4862,  and  once 
again  commend  Mr.  English  and  Mr. 
Kindness  for  their  efforts  which  have 
resulted  in  the  bill  before  us. 

Mr.  ENGLISH.  Mr.  Speaker,  I  have 
no  further  requests  for  time.  I  simply 
urge  the  adoption  of  the  bill,  and  I 
yield  back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  Oklahoma  [Mr. 
English]  that  the  House  suspend  the 
rules  and  pass  the  bill,  H.R.  4862,  as 
amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill, 
as  aunended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


COMMENDING  THE         PEACE 

CORPS   ON   ITS   25TH   ANNIVER- 
SARY 

Mr.  FASCELL.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  agree  to  the 
resolution  (H.  Res.  546)  commending 
the  Peace  Corps,  on  the  occEision  of  its 
25th  anniversary,  for  its  dedication  to 
the  promotion  of  world  peace  and 
friendship. 

The  Clerk  read  as  follows: 
H.  Res.  546 

Whereas  September  22.  1986,  marks  the 
25th  anniversary  of  the  enactment  of  the 
Peace  Corps  Act: 

Whereas  since  the  inception  of  the  Peace 
Corps  in  1961,  more  than  120.000  Americans 
have  served  as  Peace  Corps  volunteers  in 
over  90  countries: 

Whereas  the  Peace  Corps  is  continuing  to 
fulfill  in  exemplary  fashion  its  mandate 
from  the  Congress  to  promote  world  peace 
and  friendship  by  making  available  to  inter- 
ested countries  the  services  of  Americans 
willing  to  provide  assistance  under  condi- 
tions of  hardship,  to  help  promote  a  better 
understanding  of  the  American  people  on 
the  part  of  the  people  served,  and  to  pro- 
mote a  better  understanding  of  other  people 
on  the  part  of  the  American  people; 

Whereas  this  country's  knowledge  and 
awareness  of  conditions  of  life  throughout 


the  world  has  been  immeasurably  increased 
by  contributions  of  former  Peace  Corps  vol- 
unteers; 

Whereas  the  Peace  Corps  serves  the 
United  States  national  interest  by  building 
friendship  among  people  around  the  world; 

Whereas  6  former  Peace  Corps  volunteers 
have  been  elected  to  the  Congress,  and 
many  others  serve  in  other  positions  of  re- 
sponsibility throughout  the  public  and  pri- 
vate sector  in  this  country  and  around  the 
world; 

Whereas  the  Peace  Corps  is  regarded  as 
an  effective  ambassador  of  goodwill  and  a 
demonstration  of  the  generosity  of  the 
American  people,  as  evidenced  by  the  many 
tributes  honoring  its  25th  anniversary 
which  have  been  offered  by  heads  of  state 
and  ambassadors  of  foreign  countries  which 
have  received  volunteers: 

Whereas  the  Peace  Corps  has  proved  to  be 
a  cost-effective  program  and  has  maintained 
low  per-volunteer  costs; 

Whereas  the  Peace  Corps  has  continually 
adapted  the  services  offered  by  volunteers 
to  the  needs  of  countries  in  which  it  oper- 
ates, changing  its  focus  from  an  initial  em- 
phasis on  education  to  a  broader  concept  of 
development,  including  programs  in  food 
production,  energy  conservation,  health, 
foresty,  small  business  and  community  de- 
velopment, and  water  resources; 

Whereas  the  American  people  of  all  ages 
and  walks  of  life  have  consistently  shown 
their  willingness  to  serve  as  Peace  Corps 
volunteers,  with  over  200,000  individuals  in- 
quiring about  Peace  Corps  service  and  more 
than  12,000  applications  received  in  the  last 
year;  and 

Whereas  the  Congress  in  1985  expressed 
its  support  for  a  continued  role  for  the 
Peace  Corps  when  it  declared  that  it  is  the 
policy  of  the  United  States  and  a  purpose  of 
the  Peace  Corps  to  maintain,  to  the  maxi- 
mum extent  appropriate  and  consistent 
with  programmatic  and  fiscal  consider- 
ations, a  volunteer  corps  of  at  least  10,000 
individuals:  Now,  therefore,  be  it 

Resolved,  That  the  House  of  Representa- 
tives commends  the  Peace  Corps,  and  the 
many  Americans  who  are  now  serving  or 
have  served  as  Peace  Corps  volunteers  and 
staff,  on  their  contributions  to  international 
development  and  mutual  understanding 
throughout  the  25  years  of  the  existence  of 
the  Peace  Corps. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  Florida  [Mr, 
Fascell]  will  be  recognized  for  20  min- 
utes and  the  gentleman  from  Michi- 
gan [Mr.  Broomfield]  will  be  recog- 
nized for  20  minutes. 

The  Chair  recognizes  the  gentleman 
from  Florida  [Mr.  Fascell]. 

Mr.  FASCELL.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  25  years  ago,  the  Com- 
mittee on  Foreign  Affairs  and  the 
Congress  were  very  busy  in  September 
of  1961.  Perhaps  one  of  the  most  sig- 
nificant and  far-reaching  of  the  ac- 
tions taken  at  that  time  was  passage  of 
the  Peace  Corps  Act. 

We  have  all  watched  it  with  great  in- 
terest and  with  pride  ever  since.  House 
Resolution  546  is  a  profound  thank 
you  congratulating  the  more  than 
120,000  Americans  who  have  served  as 
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Peace   Corps   volunteers   in    over   90 
countries  during  that  past  25  years. 

I  have  never  experienced  such  en- 
thusiasm and  such  warmth  as  I  have 
at  the  meetings  that  have  taken  place 
with  regard  to  the  Peace  Corps  com- 
memorating its  25th  anniversary  here 
in  Washington. 

Those  of  us  who  were  cosponsors, 
and  I  was  proud  to  be  one  of  the  origi- 
nal cosponsors  of  the  Peace  Corps  Act, 
have  the  right  to  say  today  that  every- 
thing that  we  expected  out  of  the 
Peace  Corps  was  brought  about  be- 
cause of  the  volunteers. 

Americans  from  all  across  the  land, 
all  ages,  all  colors,  all  religious  beliefs, 
have  demonstrated  most  dramatically 
what  America  is  really  about,  that  we 
are  good  people  with  a  sincere  desire 
and  concern  about  the  rest  of  the 
world.  Peace  Corps  volunteers  have 
gone  all  over  the  world  teaching  and 
helping  and  making  contributions 
demonstrating  their  care  and  concern 
to  show  that  the  heart  of  America  is 
genuine. 

In  the  process,  they  brought  back  to 
the  United  States  a  knowledge,  educa- 
tion, and  sensitivity  that  perhaps 
many  Americans  do  not  have  and 
should  have,  about  how  most  of  the 
world  lives. 
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They  have  used  that  knowledge  and 
experience  in  returning  with  a  better 
perspective  of  their  own  society,  and 
they  continue  to  make  an  absolutely 
incalculable  contribution  to  the  wel- 
fare of  our  society. 

We  do  not  know,  and  there  is  no  way 
to  measure,  the  total  contributions  the 
Peace  Corps  has  made  over  the  past  25 
years.  We  do  have  some  idea  in  terms 
of  human  feelings  of  what  a  great  con- 
cept the  Peace  Corps  is  and  will  con- 
tinue to  be. 

Therefore,  we  join  Americans,  host 
coimtries,  the  staff,  the  volunteers, 
the  Directors  and  all  the  others  in 
celebrating  this  commemoration  on 
this  25th  anniversary  and  say  to  all  of 
them,  "Thank  you  for  a  good  job  well 
done." 

As  part  of  this  25th  anniversary  celebration, 
the  Peace  Corps  has  held  a  series  of  sympo- 
siums around  the  country.  In  my  own  State  of 
Florida,  one  of  the  first  such  conferences  took 
place  last  December.  I  would  like  at  this  time 
to  insert  in  the  Record  some  of  the  congratu- 
latory messages  which  were  forth  coming  at 
that  time. 

Office  of  the  Mayor,  The  City  of  Coral 
Gables.  FL— Proclamation 

The  Peace  Corps  is  observing  its  25th  an- 
niversary year.  During  that  time  period, 
over  120,000  Americans  have  served  in  the 
Corps,  of  which  2,248  listed  their  home  of 
record  within  the  State  of  Florida.  Current- 
ly, there  are  130  Floridians  serving,  26  from 
Dade/Broward  Counties,  and  392  additional 
people  who  have  applied  this  year  and  who 
are  awaiting  assignments. 

President  Reagan  recently  signed  an  au- 
thorization  bill   that   calls   for  the  Peace 


Corps  to  increase  the  number  of  volunteers 
from  the  current  level  of  6,000  to  10.000  by 
the  year  1990. 

Peace  Corps  service  is  not  limited  to  any 
particular  age  groups.  Over  400  volunteers 
are  over  the  age  of  50.  and  the  oldest  is  82 
years  old.  Senior  volunteers  are  highly  re- 
spected for  their  experience  and  wisdom. 
The  Peace  Corps  volunteers  are  to  be  highly 
commended  for  their  efforts  in  countries  all 
over  the  world,  and  their  accomplishments 
have  been  a  big  factor  in  the  United  States' 
role  image  in  the  developing  world. 

Now.  therefore,  I,  Dorothy  Thomson, 
Mayor  of  the  City  of  Coral  Gables,  do 
hereby  proclaim  December  9.  1985  as  "Peace 
Corps  Day  in  Coral  Gables." 

Proclamation 

Whereas,  the  Peace  Corps  promotes  world 
peace  and  friendship  by  working  side  by  side 
with  the  people  of  developing  Nations  as 
they  strive  to  meet  their  basic  human  needs: 
and 

Whereas,  the  Peace  Corps  today  has  vol- 
unteers helping  to  promote  a  better  under- 
standing of  the  American  people  on  the  part 
of  the  people  served;  and 

Whereas,  former  Peace  Corps  volunteers 
and  staff  have  returned  to  Florida  to  pro- 
mote a  better  understanding  of  the  values 
and  strengths  found  in  the  tradition  and 
cultures  of  other  people;  and 

Whereas,  the  people  of  developing  coun- 
tries in  Africa,  Latin  and  South  America, 
the  Caribbean,  as  well  as  the  people  of  the 
near  East,  Asia  and  Pacific  countries  have 
welcome  Floridians  into  their  communities 
and  homes  and  shared  their  traditions  and 
customs:  and 

Whereas,  former  Peace  Corps  volunteers 
help  their  communities  and  businesses 
better  understand  their  responsibilitie;,  and 
opportunities  in  an  increasingly  interde- 
pendent world;  and 

Whereas,  the  Peace  Corps  is  celebrating 
its  Twenty-Fifth  Anniversary,  commemorat- 
ing the  contributions  volunteers  have  made 
throughout  the  world  by  providing  skills 
and  training  in  the  fields  of  nutrition,  edu- 
cation, farming,  health,  and  development  to 
the  people  of  developing  nations; 

Now,  therefore.  I  Pedro  Reboredo,  Mayor 
of  the  City  of  West  Miami,  Florida,  do 
hereby  proclaim  December  9th,  1985  as: 
"Peace  Corps  Day"  throughout  the  City  of 
West  Miami,  Florida. 

Proclamation— City  of  Miami.  PL 

Whereas  as  the  famous  Scottish  novelist 
and  poet  Sir  Walter  Scott  once  said:  The 
race  of  mankind  would  perish  if  people 
cease  to  aid  each  other,"  and 

Whereas  the  Peace  Corps  is  an  organiza- 
tion founded  25  years  ago  to  provide  individ- 
ual development  and  leadership  to  people 
around  the  world,  and 

Whereas  since  its  establishment  in  1961, 
the  Peace  Corps  has  contributed  in  many 
different  and  effective  ways  to  improve  con- 
ditions in  underdeveloped  nations,  and 

Whereas  local  authorities,  on  behalf  of 
the  community,  salute  the  Peace  Corps  on 
the  occasion  of  its  Silver  Anniversary; 

Now,  therefore,  I  Xavier  L.  Suarez,  Mayor 
of  the  City  of  Miami,  Florida,  do  hereby 
proclaim  Monday,  December  9,  1985,  as 
"Peace  Corps  25th  Anniversary  Day." 

In  observance  thereof:  I  urge  the  residents 
of  the  City  of  Miami  to  join  me  in  congratu- 
lating all  the  members  of  the  Peace  Corps 
and  especially  the  Miami  Peace  Corps  staiff 
for  their  dedication  and  efforts  on  behalf  of 
a  l)etter  world  community. 
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Whereas  the  Peace  Corps  has  enabled 
2.200  Floridians  to  promote  world  peace  and 
friendship  by  working  side  by  side  with  the 
people  of  developing  nations  as  they  strive 
to  meet  their  basic  human  needs,  and 

Whereas  the  Peace  Corps  today  has  130 
Floridians  serving  as  volunteers  helping  to 
promote  a  better  understanding  of  the 
American  people  on  the  part  of  the  people 
sened,  and 

Whereas  former  Peace  Corps  volunteers 
and  staff  have  returned  to  Florida  to  pro- 
mote a  better  understanding  of  the  values 
and  strengths  and  in  the  tradition  and  cul- 
tures of  other  people,  and 

Whereas  the  peoples  of  developing  coun- 
tries in  Africa,  Latin  and  South  America, 
the  Caribbean,  as  well  as  the  people  of  the 
Near  East  Asian  and  Pacific  countries,  have 
welcomed  Floridians  into  their  communities 
and  homes  and  shared  their  traditions  and 
customs,  and 

Whereas  former  Peace  Corps  volunteers 
help  their  conununities  and  businesses 
better  understand  their  responsibilities  and 
opportunities  in  an  increasingly  interde- 
pendent world,  and 

Whereas  the  Peace  Corps  is  celebrating  its 
25th  Anniversary,  conimemorating  the  con- 
tributions volunteers  have  made  throughout 
the  world  in  providing  skills  and  training  in 
the  fields  of  nutrition,  education,  farming, 
health,  and  development  to  the  people  of 
developing  nations: 

Now,  therefore:  be  it  resolved  that  I,  Ste- 
phen P.  Clark.  Mayor  of  Metropolitan  Dade 
County,  Florida,  do  hereby  proclaim  Decem- 
ber 9-15,  1985,  as  "Peace  Corps  Week." 

In  Observance  Thereof:  I  call  upon  the 
good  people  of  Metropohtan  Dade  County 
to  join  me  in  saluting  the  Peace  Corps  on  its 
25th  Anniversary,  and  commend  each  and 
every  volunteer  who  has  contributed  to  the 
advancement  of  world  peace. 

Mr.  BROOMFIELD.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  I  would  like  to  offer 
my  strong  support  for  this  resolution 
commemorating  the  25th  anniversary 
of  the  Peace  Corps,  to  compliment  the 
present  Director,  Loret  Ruppe  of 
Michigan  for  the  tremendous  job  he 
has  been  doing  as  head  of  the  Peace 
Corps. 

Just  over  25  years  ago,  in  my  home 
State  of  Michigan,  on  the  steps  of  the 
student  union  at  the  University  of 
Michigan,  President  John  F.  Kennedy 
announced  his  plans  for  what  eventu- 
ally became  the  Peace  Corps  Act  of 
1961. 

The  mission  of  the  Peace  Corps  is  to 
harness  the  finest  qualities  of  the 
American  people  in  an  effort  to  ease 
the  burden  of  the  suffering,  the  starv- 
ing, and  the  poor  of  our  world.  Mem- 
bers of  the  Peace  Corps,  through  their 
hard  work  and  dedication,  have  pro- 
vided proof  to  the  people  of  this  world 
that  the  promise  of  America  is  true. 
Their  compassion  and  sacrifice  have 
won  us  allies  where  no  foreign  policy 
decisions  can  reach.  In  the  poorest 
parts  of  our  world,  they  have  touched 
the  hearts  of  millions. 
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I  urge  my  colleagues  to  join  me  in 
support  of  this  resolution,  in  recogni- 
tion of  a  job  well  done. 

Mr.  Speaker,  I  yield  to  the  gentle- 
man from  California  [Mr.  Lagomar- 
siNO],  a  member  of  the  Foreign  Af- 
fairs Committee. 

Mr.  LAGOMARSINO.  Mr.  Speaker, 
I  want  to  rise  also  in  commendation  to 
the  Peace  Corps  on  the  occurrence  of 
its  25th  anniversary,  and  especially  as 
my  colleague,  the  gentleman  from 
Michigan  has  done,  to  commend  Loret 
Ruppe,  the  present  Director  of  that 
organization. 

The  Peace  Corps  is  a  very  good  ex- 
ample of  something  that  is  almost 
uniquely  American,  and  that  is  the 
strong  role  of  volunteers  in  our  society 
and  beyond  our  own  individual  society, 
worldwide,  with  the  Peace  Corps  itself. 

You  know,  it  is  a  common  perception 
that  the  Peace  Corps  is  made  up  of 
young  people.  While  most  of  the  vol- 
unteers are  young  people,  they  have 
done  a  tremendous  job,  many  have 
gone  on  to  other  very  productive 
things  and  notable  things,  it  is  also 
true  that  as  you  go  around  the  world 
that  you  see  a  number  of  Peace  Corps 
volunteers  who  are  older,  who  are  per- 
forming very  valuable  functions  in  fill- 
ing advisory  roles  based  on  the  experi- 
ence they  have  had  in  their  lives  prior 
to  that  time. 

I  recall  an  elderly  gentleman  in  Mi- 
cronesia who  was  teaching  Microne- 
sian  natives  how  to  repair  outboard 
motors,  something  very  essential  in 
that  community,  something  that 
sounds  very  small,  but  something  that 
was  extremely  important  to  them  and 
extremely  important  to  their  efforts 
to  progress. 

So  as  I  say,  I  want  to  join  in  com- 
mending the  Peace  Corps  on  this  very 
happy  occasion. 

Mr.  BEDELL.  Mr.  Speaker,  the  weekend  of 
September  18-22  has  been  a  chance  for  all 
Americans  to  glimpse  at  what  the  Peace 
Corps  has  brought  back  to  the  United  States. 
I  would  like  to  take  this  opportunity  to  com- 
mend the  Peace  Corps,  and  the  many  volun- 
teers it  has  sent  overseas,  on  the  outstanding 
job  they  have  done  in  the  past  and  continue 
to  do  today. 

In  1961,  John  F.  Kennedy,  in  one  of  his  first 
official  acts  as  President,  established  the 
Peace  Corps.  In  honor  of  its  25th  anniversary, 
a  year-long  celebration  was  planned.  Now, 
this  celebration  has  reached  its  culmination 
here  in  Washington.  Thousands  of  former 
Peace  Corps  volunteers  converged  here  in 
our  Nation's  Capital  for  a  3-day  national  con- 
ference. This  weekend  was  not  merely  a  reun- 
ion, but  an  exchange  of  Ideas  and  experi- 
ences which  will  serve  to  improve  and  invigo- 
rate an  already  innovative  and  effective  pro- 
gram. 

Peace  Corps  volunteers  leave  home  and 
country,  family  ar>d  friends  in  order  to  help 
those  less  fortunate  than  themselves.  Through 
their  experiences  they  have  brought  the  prob- 
lems and  concerns  of  the  developing  world 
home  to  the  citizens  of  the  United  States.  As 


in  the  past,  it  remains  their  mission  to  promote 
peace  and  understanding  throughout  the 
globe,  and  now  with  nearly  120,000  returned 
volunteers,  they  help  to  spread  that  same  un- 
derstanding here  at  home.  As  one  former  vol- 
unteer put  it,  "*  *  *  we  must  teach  our  fellow 
citizens  how  to  reach  out  to  the  interdepend- 
ent world  of  the  1 980's— they  tend  to  see  only 
terrorists  and  "hot  spots"— we  see  people 
and  opportunities  for  partnership— mutual 
growth  rather  than  mutual  destruction 

In  over  60  counthes  scattered  across  the 
globe,  the  Peace  Corps  continues  to  serve 
and  earn  both  the  respect  and  affection  of  the 
host  governments  and  their  people.  While  we 
see  burning  flags  and  demonstrations  on  TV. 
Peace  Corps  volunteers  are  working  side  by 
side  with  the  local  people,  sharing  food  and 
living  quarters.  The  Peace  Corps  reaches 
deeper  into  the  lives  of  the  people  than  other 
Government  programs.  A  volunteer  educates 
people  to  help  themselves  survive  and  pros- 
per toward  a  brighter  future  rather  than  to  be 
dependent  on  foreign  or  even  domestic  aid.  It 
is  a  program  that  directly  addresses  the 
source  of  a  problem  and  provides  solutions 
rather  than  offering  just  a  short-term  fix.  Self- 
help  and  self-reliance  are  the  lessons  they 
offer.  The  Peace  Corps  truly,  "helps  people 
learn  to  help  themselves." 

I  would  also  like  to  commend  my  colleague 
from  Iowa,  Mr.  Leach,  for  his  work  in  promot- 
ing this  anniversary.  The  Peace  Corps  is  cer- 
tainly worthy  of  a  celebration  and  deserving  of 
our  attention  in  the  future.  It  is  a  cost-effective 
and  productive  foreign  aid  program  which 
helps  needy  people  throughout  the  world  and 
promotes  peace  and  understanding  between 
our  Nation  and  those  we  aid.  I  am  sure  that  it 
will  continue  to  carry  on  In  its  global  mission 
with  the  same  vitality  which  is  reflected  by  its 
members.  I  only  hope  that  one  day  the  Peace 
Corps  may  be  able  to  grow  to  match  Its  obvi- 
ous potential. 

Mr.  BROWN  of  California.  Mr.  Speaker,  I 
would  like  to  recognize  and  commend  the 
Peace  Corps,  and  the  people  who  have 
served  in  it,  for  their  tireless  and  generous  ef- 
forts toward  assisting  communities  less  fortu- 
nate than  ourselves,  as  well  as  their  contribu- 
tion to  international  understanding.  I  would 
also  like  to  congratulate  the  organizers  of  this 
week's  celebration  of  the  Peace  Corps'  25th 
year. 

Since  the  Peace  Corps  was  founded  just  as 
I  entered  office,  I  have  had  the  privilege  to 
watch  this  program  from  its  inception.  On 
March  1,  1961,  legislation  creating  the  Peace 
Corps  was  signed  into  law,  calling  for  the 
corps  to  meet  three  ambitious  goals.  They 
were:  "To  help  the  people  of  interested  coun- 
tries and  areas  in  meeting  their  needs  for 
trained  manpower;  to  help  promote  a  better 
understanding  of  Americans  on  the  part  of  the 
people  served;  to  help  promote  a  better  un- 
derstanding of  other  people  on  the  part  of 
Americans." 

While  obtaining  those  goals  was  going  to  be 
a  formidable  task,  the  corps  has  also  had  to 
face  and  overcome  some  serious  challenges 
to  its  existence.  Originally,  the  program  was 
bombarded  with  skepticism.  First  of  all,  critics 
wondered  if  many  American  citizens  were 
really  willing  to  make  the  2-year  sacrifice  to 
live  In  remote,  desolate  or  Impoverished  areas 


of  the  globe.  The  numbers  of  participants 
proved  them  wrong.  Within  the  first  7  months, 
750  volunteers  were  in  the  field.  By  1965, 
7,900  Americans  were  working  abroad,  and 
the  next  year  this  doubled  to  15,556.  Today, 
the  corps  receives  thousands  of  applications, 
yet  has  a  surplus  of  applicants  for  the  posi- 
tions available.  In  all,  over  110,000  people 
have  served  In  the  corps. 

There  were  also  geopolitical  realities  that 
threatened  the  ability  of  the  Peace  Corps  to 
even  begin  to  meet  its  objectives.  How  many 
countries  were  willing  to  welcome  the  advice 
of  Americans  who  barely  spoke  the  native  lan- 
guage? Since  1961,  92  developing  countries 
have  hosted  volunteers,  and  countries  are  still 
requesting  placement  of  volunteers  in  their  vil- 
lages. 

Some  of  the  greatest  challenges  to  the 
Peace  Corps  were  posed  by  the  administra- 
tion of  the  program.  In  1965,  there  were 
charges  that  the  volunteers  were  left  flounder- 
ing in  their  host  countries  with  little  experience 
and  skills,  and  that  no  one  followed  through 
on  the  work  of  the  people.  Yet,  the  program 
overcame  this  charge  with  a  unique  and  open 
approach.  A  journalist,  along  with  others,  was 
sent  out  in  the  midsixties  to  document  the 
successes  and  failures  with  an  unflinching 
eye.  The  results  of  those  reports  led  to  com- 
plete overhauls  in  the  structure  and  personnel 
administering  entire  regions. 

In  the  early  seventies,  politics  forced  the  or- 
ganization to  come  under  the  jurisdiction  of 
the  Agency  for  International  Development. 
The  weight  of  this  bureaucracy  stifled  the  Indi- 
vidual spirit  contributed  by  thousands  of  volun- 
teers. 

In  the  early  eighties,  the  organization  re- 
gained its  independent  status  because  of  the 
savings  obtained  from  sending  an  Individual  to 
a  country  rather  than  an  entire  bureaucracy. 
Even  then,  the  organization  has  faced  contin- 
ued threats  from  budget  cuts.  However,  the 
Peace  Corps  survived  such  threats  when  leg- 
islation was  passed  declaring  "that  it  Is  the 
policy  of  the  United  States  and  a  purpose  of 
the  f'eace  Corps  to  maintain,  to  the  maximum 
extent  appropriate  and  consistent  with  pro- 
grammatic and  fiscal  considerations,  a  volun- 
teer corps  of  at  leaf  10,000  individuals."  Over- 
all, the  Peace  Corps  has  obtained  a  proud  his- 
tory of  standing  up  to  the  challenges  it  faces 
and  overcoming  them. 

Today,  the  Peace  Corps  continues  to  serve 
the  world  and  the  United  States  with  a  rede- 
fined sense  of  purpose  for  the  realities  of  the 
1980's.  Today,  the  volunteers  are  no  longer 
the  stereotyped,  fresh  college  graduates  of 
the  1960's.  Their  backgrounds  are  very  di- 
verse. They  range  In  age  from  18  to  82.  Their 
backgrounds  range  from  business  and  com- 
munity development  to  nursing  and  engineer- 
ing. One  volunteer  Is  a  79-year-old  Iowa 
grandfather  of  40  children.  He  uses  the  skills 
he  learned  as  a  child  In  the  Philippines  to 
teach  bamboo  construction  in  Peru's  tropical 
lowlands. 

The  countries  that  host  the  Peace  Corps 
have  become  more  demanding  in  what  they 
seek  from  a  volunteer.  The  Peace  Corps  is 
facing  a  heavy  demand  for  more  skilled  volun- 
teers. Whereas,  the  percent  of  volunteers  with 
a  liberal  arts  background  was  57  percent  in 
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1962,  that  percentage  has  dropped  to  only  15 
percent  in  1984.  The  Peace  Corps  Director  re- 
cently had  to  make  a  plea  for  10,000  volun- 
teers with  agricultural  skills  to  work  in  famine- 
stricken  regions  of  Africa. 

The  Peace  Corps  volunteers  of  today  con- 
tinue to  face  the  impoverished  conditions  and 
demanding  challenges  that  volunteers  faced 
in  the  sixties.  Applicants  have  to  be  in  perfect 
medical  and  dental  condition  before  they 
leave.  According  to  Bill  Wilcox,  64,  a  volunteer 
in  Jamaica,  "This  is  a  great  opportunity  to 
have  a  great  adventure  but  no  sport  for  the 
short  winded."  In  fact,  poor  environmental 
conditions  forced  one  volunteer  out  of  her 
host's  house  into  a  dark,  miserable  room.  The 
host's  refusal  to  use  soap  while  cleaning  the 
dishes  caused  the  volunteer  to  lose  30 
pounds  due  to  internal  parasites.  Overall,  the 
Peace  Corps  continues  to  meet  the  chal- 
lenges presented  by  today's  environment. 

While  I  have  pointed  out  that  the  Peace 
Corps  has  done  remarkable  things  in  the  past, 
25  years  is  a  short  time  to  really  appreciate 
the  significance  and  impact  of  the  program.  In 
1964,  the  women  of  Mira,  Ecuador,  began  to 
knit  wool  sweaters  using  rounded  knitting  nee- 
dles provided  by  corps  volunteer  Emily  Glad- 
hart.  With  the  nroney  from  the  sales  of  these 
sweaters,  the  women  of  Mira  are  able  to  pay 
for  their  children's  education  and  basic  house- 
hold needs.  Today,  that  money  is  paying  for 
new  houses  and  improved  streets.  There  is 
even  consideration  of  exporting  those  sweat- 
ers. 

Evaluations  of  Peace  Corps  programs  in 
education  have  found  remarkably  higher  test 
performance  from  those  who  obtained  the 
education  provided  by  volunteers  than  those 
who  have  not.  According  to  a  World  Bank 
report,  "The  differences  were  large  enough 
that  we  could  be  certain  they  could  not  have 
occurred  by  chance."  We  can't  begin  to  esti- 
mate that  kinds  of  lives  these  children  will 
have  as  a  result. 

Returned  Peace  Corps  volunteers  offer  the 
promise  of  economic  and  social  benefits  to 
the  United  States  as  well.  Several  returnees 
have  gone  on  to  become  judges,  writers,  and 
even  U.S.  Congressmen.  Those  now  in  the 
Foreign  Service  help  to  make  U.S.  foreign 
policy  decisions  with  recognition  of  the  reali- 
ties of  life  in  developing  countries.  Hundreds 
of  them  return  to  work  in  public  and  private 
agencies  in  the  United  States,  such  as  AID, 
interested  in  developing  countries.  These 
people  assist  these  agencies  meet  their  ob- 
jectives since  they  have  worked  with  their 
host  country  governments  and  know  the  eco- 
nomic, social,  and  cultural  environment  of  a 
country. 

Businesses  in  the  United  States  seek  out 
Peace  Corps  volunteers  for  their  valued  skills. 
"The  individual  initiative  required  to  succeed 
in  such  situations  is  the  very  quality  we  look 
for  when  hiring  for  Citibank,"  says  George  J. 
Clark,  the  executive  vice  president  of  Citibank. 
They  also  provide  important  contacts  in  a 
country  for  businesses  trying  to  break  into  a 
foreign  martlet. 

The  dream  and  initiative  of  John  F.  Kenne- 
dy and  Hubert  Humphrey  is  alive  each  day  as 
people  from  the  50  States  and  U.S.  territories 
provide  their  enthusiasm,  dedication,  and  skills 
toward  the  betterment  of  people  around  the 


worid.  This  organization  and  the  people  who 
comprise  it  are  an  inspiration  for  those  wtx> 
still  dream  about  making  this  a  better  worid. 

Mr.  GILMAN.  Mr.  Speaker,  today,  there  will 
be  a  congressional  reception  to  celebrate  the 
return  of  Peace  Corps  volunteers  and  their 
vital  contributions  to  worid  peace,  coopera- 
tion, and  understanding.  In  its  25th  anniversa- 
ry year,  the  Peace  Corps  continues  to  send 
Americans  from  every  walk  of  life  to  countries 
throughout  the  worid,  in  a  genuine  attempt  to 
alleviate  the  adverse  conditions  that  plague  so 
many  Third  World  communities. 

The  dedicated  volunteers  of  the  Peace 
Corps  are  deserving  of  our  "most  profound  re- 
spect and  gratitude  for  helping  to  weave  to- 
gether the  sometirnes  disparate  threads  of 
international  relations.  In  an  effort  to  develop 
the  kind  of  environment  in  which  Third  Worid 
communities  can  prosper  within  the  param- 
eters of  their  own  culture,  and  unfettered  by 
the  imposition  of  an  industrialized  nation's 
methodology,  these  noble  men  and  women 
have  provided  only  the  most  sensitive,  educat- 
ed support. 

At  a  period  in  worid  development  in  whkih 
the  polarization  of  the  developed  and  under- 
developed nations  and  the  quality  of  life  which 
they  embrace  is  most  pronounced,  these  vol- 
unteers serve  a  more  vital  role  than  ever  in 
helping  to  diminish  this  gap— a  gap  which  in 
real  terms  means  the  difference  between 
being  able  to  care  adequately  for  your  chil- 
dren, and  helplessly  watching  them  starve. 

Again,  I  extend  to  both  current  and  former 
Peace  Corps  volunteers  not  only  my  deepest 
gratitude  and  respect,  -but  the  entire  Nation's. 

Mr.  WRIGHT.  Mr.  Speaker,  September  22, 
1986,  marks  the  25th  anniversary  of  the 
Peace  Corps.  How  vividly  I  recall  its  founding 
and  the  great  hopes  we  dared  to  entertain 
when  we  launched  it.  We've  not  been  disap- 
pointed. The  program  has  made  a  significant 
contribution  to  the  developing  worid,  to  the 
United  States,  and  to  world  peace. 

The  important  thing  about  the  Peace  Corps 
is  that  it  involves  people-to-people  contact 
Americans  live  and  work  among  the  people,  in 
the  villages,  speaking  thieir  languages,  learn- 
ing their  cultures.  In  return,  the  people  of  the 
host  countries  learn  about  Americans  through 
our  volunteers. 

Over  the  next  4  days,  former  Peace  Corps 
volunteers  from  around  the  country  will  come 
to  Washington,  DC,  to  participate  in  Peace 
Corps'  25th  anniversary  celebration  and  con- 
ference. I  wish  them  well.  I  thank  them  on 
behalf  of  a  grateful  nation  for  their  humanitari- 
an service  to  others. 

On  Saturday,  Mr.  Speaker,  five  former 
Peace  Corps  volunteers  will  be  singled  out  for 
a  very  special  honor.  They  will  receive  the  first 
annual  Sargent  Shriver  Awards  for  Distin- 
guished Humanitarian  Service.  One  of  these 
five  is  already  well  known  to  us.  He  is  Paul 
Tsongas.  our  former  colleague  in  the  House 
and  former  U.S.  Senator.  It  is  a  privilege  for 
me  to  congratulate  Paul  Tsongas  for  receiving 
this  first-ever  Shriver  Award.  I  can  think  of 
nobody  In  public  life  who  deserVes  the  honor 
more  than  Paul  Tsongas. 

But  we  should  not  forget  the  other  four 
awardees.  All  of  them  have  made  distin- 
guished contributions  to  the  field  of  humanitar- 
ian  service,   and  they  deserve   widespread 


public  recognition.  Congratulations  to  Paul 
Thompson,  vice  president  of  Intertect  and 
former  Peace  Corps  volunteer  in  Chile;  to  Tim- 
othy Caaoll.  cofounder  and  CEO  of  Eye  Care. 
Inc.,  and  former  Peace  Corps  volunteer  in  Ni- 
geria; to  Katrina  Clark,  executive  director  of 
Fair  Haven  Health  Clinic  and  former  Peace 
Corps  volunteer  in  Colombia;  and  to  twin 
brothers,  Douglas  and  Stephen  Hellinger,  co- 
founders  and  codirectors  of  Development 
GAP  [Group  for  Alternative  Policies). 

The  Shriver  Awards  are  presented  to  these 
indivkjuals  for  making  sustained  and  exempla- 
ry contributions  in  the  field  of  humanitarian 
service  in  developing  countries  or  here  in  tlie 
United  States.  I  am  pleased  that  returned 
Peace  Corps  volunteers  across  the  country 
have  established  this  important  award  pro- 
gram and  have  honored  these  five  fine  serv- 
ants of  humanity.  In  honoririg  them,  they  also 
pay  tribute  to  a  great  American,  Sargent  Shriv- 
er, for  his  role  in  creating  the  Peace  Corps 
and  for  his  ongoing  commitment  to  public  and 
humanitarian  service. 

Congratulations  Sargent  Shriver.  and  happy 
25th  birthday  to  Peace  Corps!  It  is  a  better 
worid,  and  our  own  country  is  a  tietter  place 
because  of  the  contributions  made  by  all 
Peace  Corps  volunteers. 

Reprinted  below  for  the  benefit  of  my  col- 
leagues are  brief  profiles  of  the  five  winners  of 
this  year's  Sargent  Shriver  Awards  for  Distin- 
guished Humanitarian  Sen^ice: 

Profiles  of  1986  Sargent  Shriver  Award 
Winners 

Paul  E.  Tsongas 

(Former  U.S.  Representative  and  U.S.  Sena- 
tor from  Massachusetts  and  former  Peace 
Corps  Volunteer  in  Ethiopia  (■62-'64)) 
By  means  of  this  award,  returned  Peace 
Corps  volunteers  across  the  country  give 
special  recognition  of  Paul  Tsongas  for 
championing  throughout  his  distinguished 
public  career  the  cause  of  human  rights 
abroad  and  civil  rights  here  at  home,  for  his 
exemplary  leadership  in  supporting  arms 
control  between  the  superpowers,  adequate 
foreign  assistance  to  developing  countries, 
and  strengthened  international  education 
programs  in  Americas  schools  and  colleges. 
As  the  first  returned  Peace  Corps  volun- 
teer to  win  election  to  the  U.S.  Senate,  Paul 
Tsongas  serves  as  a  trail  blazing  inspiration 
to  others  seeking  to  translate  their  Peace 
Corps  experience  into  a  public  career  based 
on  deeply-held  principles  of  humanitarian 
service  to  others  and  concern  for  the  less 
fortunate  among  us. 

Paul  Thompson 

(Vice  President,  Intertect,  Madison,  Wiscon- 
sin, and  former  Peace  Corps  volunteer  in 
Chile  ceS-'TD) 

Following  his  service  in  the  Peace  Corps 
as  an  architect/construction  supervisor,  Mr. 
Thompson  has  devoted  nearly  10  years  of 
his  life  and  talent  to  the  field  of  disaster 
management,  concentrating  his  energies  on 
helping  Third  World  communities  rebuild 
after  a  disaster. 

Mr.  Thompson  has  demonstrated  an  un- 
usual degree  of  cultural  sensitivity,  profes- 
sional excellence,  and  sustained  commit- 
ment to  providing  shelter  and  jobs  to  disas- 
ter victims  in  desperate  need  of  compassion- 
ate help  in  difficult  times. 
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Timothy  Carroll 
(Co-founder  and  CEO.  Eye  Care,  Inc..  and 

former  Peace  Corps  volunteer  in  Nigeria 

(•63-'66)) 

Thirteen  years  after  this  Peace  Corps 
service,  Mr.  Carroll  left  his  job  as  Associate 
Dean  for  International  Studies  at  Antioch 
University  to  co-found  and  direct  Eye  Care, 
Inc.  For  seven  years.  Eye  Care  has  provided 
critically  needed  assistance  to  the  island 
nation  of  Haiti.  Totally  financed  by  private 
monies.  Eye  Care  has  built,  staffed,  and 
equipped  four  rural  eye  hospitals  and  three 
urban  eye  clinics  across  Haiti.  Today,  117 
trained  Haitians  staff  these  permanent  cen- 
ters, with  only  two  fuUtime  Americans  in- 
volved. 

By  reaching  out  to  help  serve  the  eye  care 
needs  of  impoverished  Haitians,  Mr.  Carroll 
exemplifies  the  values  that  motivate  Peace 
Corps  service.  In  addition,  by  stressing  the 
importance  of  training  host-country  nation- 
als. Mr.  Carroll  demonstrates  how  compas- 
sionate assistance  can  stimulate  local  self- 
help  efforts. 

Katrina  Clark 
(Executive  Director.  Fair  Haven  Community 

Health    Care    Clinic    and    former    Peace 

Corps  volunteer  in  Colombia  CBT-'eS)) 

After  receiving  her  Masters  Degree  in 
Public  Health.  Ms.  Clark  became  director  of 
a  small,  community  health  clinic  in  New 
Haven.  Connecticut.  She  has  overseen  the 
growth  of  Fair  Haven  Health  Clinic  from  a 
500-patient.  $30,000  operation  to  one  that 
serves  10.000  people  annually  and  has  a 
budget  of  $1  million. 

By  serving  the  health  care  needs  of  this 
low-income,  largely  Hispanic  community, 
Ms.  Clark  has  carried  on  the  ethic  of  Peace 
Corps  service,  successfully  transplanting  it 
from  its  overseas  variety  into  an  exemplarly 
and  important  community  service  program 
in  the  United  States. 

Douglas  and  Stephen  Hellinger 

Co-founders  and  Co-Directors.  The  Develop- 
ment GAP,  and  former  Peace  Corps  volun- 
teers in  Brazil  and  in  Nicaragua  and  Ven- 
ezuela, respectively  (■70-'72) 
Twin    brothers.    Douglas    and    Stephen 
served  in  the  Peace  Corps  during  the  same 
period  of  time,  although  in  separate  coun- 
tries. Together,  in  1977,  they  founded  the 
Development  GAP  (Group  for  Alternative 
Policies),  a  small  policy  and  research  organi- 
zation which  develops  innovative  alterna- 
tives to  current  international  development 
assistance  programs. 

Through  their  work  in  shaping  construc- 
tive alternative  policies  in  the  field  of  for- 
eign assistance.  Stephen  and  Douglas  have 
performed  highly  professional  service,  char- 
acterized by  a  hands  on  approach  to  prob- 
lem-solving that  led  to  development  of  such 
innovations  as  an  alternative  credit  program 
in  Mexico.  Colombia,  Nicaragua,  Bolivia  and 
Chile,  creatipn  of  small-scale  enterprise  pro- 
grams in  Ecuador,  Bolivia,  and  Brazil,  and 
establishment  of  employment  and  income- 
generating  programs  in  Kenya.  Egypt  and 
Zimbabwe. 

Stephen  and  Douglas  stand  apart  in  their 
determination  to  work  tirelessly  on  l)€half 
of  the  world's  poorest  citizens  and  to  devote 
their  considerable  talent  and  creativity  to 
further  the  cause  of  social  and  economic 
justice. 

Mr.  MATSUI.  Mr.  Speaker,  I  would  like  to 
join  you  and  my  colleagues  in  celebrating  the 
25th  anniversary  celebration  of  the  inception 
of  the  Peace  CcJrps. 


Since  1961,  over  120,000  American  volun- 
teers have  served  in  92  developing  nations 
and  done  an  outstanding  job.  In  their  host 
countries,  the  Peace  Corps  has  worked  to  im- 
prove the  lifestyles  of  people  in  many  different 
villages  and  barrios.  Their  goals  have  served 
to  promote  a  better  understanding  of  Ameri- 
cans abroad  and  a  greater  knowledge  of  the 
Third  World  at  home. 

Several  thousands  of  past  volunteers  have 
gathered  in  Washington  during  September  1 8- 
22  for  a  3-day  national  conference.  I  would 
like  to  express  my  appreciation  to  these  and 
all  the  volunteers  who  have  made  the  commit- 
ment to  help  those  less  fortunate  in  other  na- 
tions. 

Mr.  Speaker,  the  dedication  and  commit- 
ment by  the  Peace  Ctorps  has  always  been 
outstanding.  I  would  like  to  extend  my  con- 
gratulations and  best  wishes  to  all  the  volun- 
teers and  staff  on  their  well-earned  silver  anni- 
versary celebration. 

Mr.  BOLAND.  Mr.  Speaker,  I  am  pleased  to 
join  my  colleagues  in  honoring  the  volunteers 
of  the  Peace  Corps. 

On  March  1,  1961,  President  John  Kennedy 
established  one  of  the  most  successful  volun- 
teer programs  in  the  world,  the  Peace  Ckjrps. 
We  all  know  that  that  program,  celebrating  it's 
25th  anniversary  this  year,  has  provided  as- 
sistance to  meet  educational,  agricultural, 
transportation,  health,  and  other  developmen- 
tal needs  in  Third  World  countries.  We  are  all 
familiar  with  the  Peace  Corps  objectives:  To 
help  the  poor  meet  basic  human  needs;  to 
promote  world  peace,  and  to  increase  under- 
standing between  Americans  and  the  people 
of  other  nations.  The  Peace  Corps  programs 
are  community-based,  and  are  designed  to 
emphasize  the  human  dimension  of  develop- 
ment by  concentrating  on  people-to-people 
approaches.  The  Peace  Corps  has  provided 
vital  services  to  those  most  in  need  in  a 
manner  that  has  done  much  to  improve  the 
image  of  the  United  States  in  developing 
countries. 

We  all  recognize  the  wonderful  work  of  the 
Peace  (Dorps,  but  how  often  do  we  think  of 
the  Amerk;ans  who  actually  do  that  work,  who 
actually  have  been  the  Peace  Corps  for  the 
last  quarter  century.  I  refer  to  the  men  and 
women  who  unselfishly  gave  their  time,  skills, 
and  energy  to  assist  their  fellowman  in  countr- 
ties  around  the  globe.  For  over  2  years,  they 
lived  in  villages  with  very  different  societal  tra- 
ditions and  attitudes,  learned  to  speak  another 
language,  and  became  part  of  the  life  of  com- 
munities markedly  different  from  those  from 
which  they  came.  Over  110,000  U.S.  citizens 
have  served  as  Peace  Ck)rps  volunteers  in 
over  92  countries  throughout  the  world.  I  am 
proud  to  say  that  the  State  of  Massachusetts 
has  had  4,174  volunteers  since  1961,  and  this 
year,  273  volunteers  are  continuing  Massa- 
chusetts' Peace  Corps'  tradition. 

As  the  Peace  Corps  celebrates  it  25th  anni- 
versary, it  is  appropriate  to  honor  all  those 
who  have  served  in  it.  As  the  Peace  Corps  re- 
flects on  past  achievements  and  prepares  for 
the  challenges  of  the  future,  I  hope  it  will 
never  lose  the  spirit  with  which  it  was  infused 
at  its  creation. 

Mr.  Speaker,  I  am  pleased  to  join  with  my 
colleagues  in  honoring  our  returned  Peace 
Corps  volunteers  and  want  to  take  this  oppor- 


tunity to  personally  thank  them  for  their  efforts 
to  make  the  world  a  better  place  for  all  of  us. 

Mr.  BROOMPIELD.  Mr.  Speaker.  I 
have  no  further  request  for  time,  and  I 
yield  back  the  balance  of  my  time. 

Mr.  FASCELL.  Mr.  Speaker,  I  yield 
back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore  (Mr. 
HoYER).  The  question  is  on  the  motion 
offered  by  the  gentleman  from  Florida 
[Mr.  Fascell]  that  the  House  suspend 
the  rules  and  agree  to  the  resolution, 
House  Resolution  546. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  reso- 
lution was  agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table 


GENERAL  LEAVE 

Mr.  FASCELL.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks,  and 
to  include  extraneous  material,  on  the 
resolution  just  agreed  to. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Florida? 

There  was  no  objection. 


COMMEMORATING  25TH  ANNI- 
VERSARY OF  THE  ARMS  CON- 
TROL AND  DISARMAMENT 
AGENCY 

Mr.  FASCELL.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  agree  to  the 
resolution  (H.  Res.  551)  commemorat- 
ing the  25th  anniversary  of  the  Army 
Control  and  Disarmament  Agency. 

The  Clerk  read  as  follows: 

'       H.  Res.  551 

Whereas  the  United  States  Arms  Control 
and  Disarmament  Agency  was  proposed  by 
President  John  F.  Kennedy  and  was  estab- 
lished by  an  Act  of  Congress  on  September 
26.  1961: 

Whereas  the  Arms  Control  and  Disarma- 
ment Agency  is  the  only  agency  of  the 
United  States  Government  charged  by  the 
Congress  with  primary  responsibility  for 
making  arms  control  an  integral  part  of 
United  States  national  security  policy: 

Whereas  the  Arms  Control  and  Disarma- 
ment Agency  is  the  principal  agency  of  the 
United  States  Goverrmient  entrusted  to  pro- 
vide impetus  to  world  peace  by  dealing  with 
the  reduction  and  control  of  armaments, 
with  the  ultimate  goal  being  world  disarma- 
ment: 

Whereas  over  the  past  25  years,  the  Arms 
Control  and  Disarmament  Agency  has  duti- 
fully performed  its  responsibility  to  advise 
the  President,  the  Secretary  of  State,  and 
the  heads  of  other  government  agencies  on 
United  States  arms  control  and  disarma- 
ment policy,  and  has  contributed  positively 
to  United  States  national  security  policy; 
and 

Whereas  the  national  security  and  well- 
being  of  this  Nation  and  other  nations  have 
been  served  by  the  prominent  role  of  the 
Arms  Control  and  Disarmament  Agency  in 
fostering  understanding  and  agreements  be- 
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tween   nations    on    critical    arms    control 
issues:  Now,  therefore,  be  it 

Resolved.  That  the  House  of  Representa- 
tives commends  the  United  States  Arms 
Control  and  Disarmament  Agency,  on  the 
occasion  of  the  25th  anniversary  of  Its  es- 
tablishment, for  its  service  to  our  Nation 
and  to  world  peace. 

The  SPEAKER  pro  tempore.  Is  a 
second  demanded? 

Mr.  BROOMFIELD.  Mr.  Speaker.  I 
demand  a  second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Florida  [Mr.  Fascell] 
will  be  recognized  for  20  minutes  and 
the  gentleman  from  Michigan  [Mr. 
Broomfielo]  will  be  recognized  for  20 
minutes. 

The  Chair  recognizes  the  gentleman 
from  Florida  [Mr.  Fascell]. 

Mr.  FASCELL.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  House  Resolution  551, 
unainimously  passed  by  the  Foreign 
Affairs  Conunittee  last  Tuesday,  com- 
mends the  Arms  Control  and  Disarma- 
ment Agency  [ACDA]  for  its  service  to 
the  Nation  and  to  world  peace  on  the 
occasion  of  the  25th  anniversary  of  its 
founding. 

In  establishing  ACDA  on  September 
26,  1961,  President  Kennedy  and  the 
Congress  sought  to  create  a  separate 
authority  to  coordinate  U.S.  arms  con- 
trol policy  as  well  as  to  integrate  arms 
control  into  U.S.  national  security 
policy. 

The  Agency  grew  out  of  a  strong  bi- 
partisan consensus  in  Congress  that 
negotiated  arms  controls  were  an  es- 
sential element  of  our  national  securi- 
ty policy.  The  Agency  was  entrusted 
with  the  mandate  of  institutionalizing 
the  arms  control  process  and  ensuring 
its  presence  in  the  formulation  of  U.S. 
national  security  policy. 

As  a  sponsor,  along  with  the  ranking 
member  of  the  Foreign  Affairs  Com- 
mittee, Mr.  Broomfield.  of  this  resolu- 
tion. I  want  to  commend  the  Arms 
Control  and  Disarmament  Agency  for 
the  important  and  vital  role  it  has 
played  during  its  short  existence  for 
promoting  international  arms  control 
and  disarmament. 

Every  day  that  has  gone  by  in  the 
past  25  years  has  pointed  out  the 
need,  the  desperate  need,  for  an 
agency  of  this  kind  to  coordinate  U.S. 
arms  control  policy. 

While  a  strong  bipartisan  consensus 
resulted  in  the  creation  of  such  an 
arms  control  and  disarmament  agency, 
such  a  consensus  would  not  have  been 
reached,  had  it  not  been  for  the  Presi- 
dent of  the  United  States.  John  Ken- 
nedy, who  saw  fit  to  give  and  lend  his 
support  to  that  measure.  Ever  since 
then  we  have  been  struggling,  but  nev- 
ertheless, the  Arms  Control  Agency 
for  25  years  has  been  trying  to  do 


what  Congress  has  sought  for  it  to  do. 
We  have  disagreed  from  time  to  time, 
obviously,  but  nevertheless  ACDA  is 
the  focal  point  and  has  the  responsi- 
bility for  fostering  an  atmosphere  of 
peace  and  for  integrating  arms  control 
into  our  national  security  policy.  The 
Arms  Control  and  Disarmament 
Agency  deserves  the  commendation  of 
the  Congress  for  the  arms  control  ef- 
forts of  its  current  Director  Ken  Adel- 
man  and  for  the  work  of  its  past  Direc- 
tors, including  Paul  Wamke,  Gerard 
Smith,  Ralph  Earle,  Eugene  Rostow, 
George  Seignious,  Fred  Ikle,  and  Wil- 
liam Foster.  Over  the  years  these  Di- 
rectors and  their  staff  have  wrestled 
with  perhaps  the  most  insurmount- 
able problem  confronting  the  world. 

I  therefore  encourage  my  colleagues 
to  support  this  bipartisan  resolution 
and  to  express  the  hope  that  ACDA's 
next  25  years  of  existence  will  be  even 
more  productive  than  its  first  quarter 
century  of  existence. 

Mr.  BROOMFIELD.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  I  want  to  take  this  op- 
portunity to  join  my  good  friend,  the 
chairman  of  the  Foreign  Affairs  Com- 
mittee, the  gentleman  from  Florida 
[Mr.  Fascell]  in  supporting  this  reso- 
lution commemorating  the  25th  anni- 
versary of  the  Arms  Control  and  Dis- 
armament Agency,  and  I  also  take  this 
opportunity  to  compliment  Ken  Adel- 
man,  the  present  Director,  and  his 
staff  for  the  fine  job  he  is  doing  today. 

Since  the  establishment  of  ACDA  in 
1961,  the  Agency  has  been  responsible 
for  making  arms  control  a  relevant 
part  of  U.S.  national  security  policy. 
In  this  regard,  ACDA  has  made  special 
contributions  to  bilateral  arms  limita- 
tion talks  with  the  Soviet  Union  while 
participating  in  a  number  of  multilat- 
eral arms  control  negotiations. 

I  especially  want  to  commend  the 
Agency  for  its  research  in  verification, 
including  seismic  developments,  as 
well  as  nuclear  nonproliferation.  Over 
the  years,  the  Agency  has  also  played 
an  important  role  in  reviewing  United 
States  arms  transfers  as  well  as  at- 
tempting to  resolve  Soviet  noncompli- 
ance with  arms  control  agreements. 

With  these  accomplishments  in 
mind,  I  take  this  occasion  to  wish  the 
agency  all  the  best  and  expect  that 
ACDA  will  continue  to  contribute  to 
our  Nation's  search  for  a  more  peace- 
ful world. 

Mr.  Speaker,  I  yield  such  time  as  he 
may  consume  to  the  gentleman  from 
California  [Mr.  Lagomarsino]. 

Mr.  LAGOMARSINO.  Mr.  Speaker, 
I  also  rise  in  support  of  this  resolution 
commending  the  organization  of 
ACDA,  Arms  Control  and  Disarma- 
ment Agency,  on  its  25th  anniversary 
and  to  commend  the  present  Director, 
Ken  Adelman. 

I  think  the  organization  is  realistic, 
tough  and  innovative. 


I  might  also  say,  Mr.  Speaker,  that  if 
the  proposals  that  were  put  forth  by 
President  Reagan  today  at  the  United 
Nations  can  be  put  into  effect  and  the 
Soviets  will  reciprocate,  I  think  we  can 
go  a  long,  long  way  in  true  verifiable 
and  realistic  arms  control. 

Mr.  BROOMFIELD.  Mr.  Speaker,  I 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  my  time. 

Mr.  FASCELL.  Mr.  Speaker,  I  yield 
back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  Florida  [Mr.  Fas- 
cell] that  the  House  suspend  the  rules 
and  agree  to  the  resolution.  House 
Resolution  551. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  sus(>ended  and  the  reso- 
lution was  agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  FASCELL.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  within 
which  to  revise  and  extend  their  re- 
marks, and  to  include  extraneous  ma- 
terial, on  the  resolution  just  agreed  to. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Florida? 

There  was  no  objection. 


INTERNATIONAL  CLAIMS  SET- 
TLEMENT ACT  OF  1949  AMEND- 
MENTS 

Mr.  FASCELL.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  pass  the  bill 
(H.R.  5506)  to  amend  the  Internation- 
al Claimts  Settlement  Act  of  1949  to 
provide  that  the  value  of  claims  be 
based  on  the  fair  market  value  of  the 
property  taken. 

The  Clerk  read  as  follows: 

H.R.  5506 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    States    of 
America  in  Congress  assembled, 

SKtTION  I.  DKTERMINATION  OF  VALIE  OF  CLAIMS. 

(a)  Pair  Market  Value.— Section  4(a)  of 
the  International  Claims  Settlement  Act  of 
1949  <22  U.S.C.  1623(a))  is  amended  by 
amending  the  second  sentence  to  read  as 
follows:  "In  the  decision  of  claims  under 
this  title,  the  Commission  shall  apply  the 
following  in  the  following  order: 

"(1)  The  provisions  of  the  applicable 
claims  agreement  as  provided  in  this  subsec- 
tion. 

•■(2)  The  applicable  principles  of  intems^- 
tional  law,  justice,  and  equity.  In  determin- 
ing the  value  of  a  claim  under  international 
law,  the  Commission  shall  award  the  fair 
market  value  of  the  property  as  of  the  time 
of  the  taking  by  the  foreign  government  in- 
volved (without  regard  to  any  action  or 
event  that  occurs  after  the  taking),  except 
that  the  value  of  the  claim  shall  not  reflect 
any  diminution  In  value  attributable  to  ac- 
tions which  are  carried  out,  or  threats  of 
action  which  are  made,  by  the  foreign  gov- 
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emment  with  respect  to  the  property  before 
the  taking.  Fair  market  value  shall  be  ascer- 
tained in  accordance  with  the  method  most 
appropriate  to  the  property  taken  and  eqm- 
table  to  the  claimant,  including— 

"(1)  market  value  of  outstanding  equity  se- 
curities: 

"(ii)  replacement  value: 

"(ill)  going-concern  value  (which  includes 
consideration  of  an  enterprise's  profitabil- 
ity): and 

"(lv>  t>ook  value. 
In  the  case  of  any  claim  for  losses  in  a  serv- 
ice industry,  the  appropriate  basis  of  valu- 
ation shall  be  presumed  to  be  that  referred 
to  in  clause  (iii).  For  purposes  of  the  preced- 
ing sentence,  the  term  'service'  means  eco- 
nomic activity  the  output  of  which  is  other 
than  tangible  goods.". 

(b)  Applicabiuty.— Section  4  of  the  Inter- 
national Claims  Settlement  Act  of  1949  is 
amended  by  adding  at  the  end  the  follow- 
ing: 

"(k)  In  exercising  authority  granted  after 
the  date  of  the  enactment  of  this  subsection 
under  this  or  any  other  Act.  the  Commis- 
sion, in  determining  the  value  of  claims  of 
the  Government  of  the  United  States  or  of 
nationals  of  the  United  States  (as  defined  in 
this  Act  or  such  other  Act)  against  any  for- 
eign government  for  losses  arising  from  the 
nationalization  or  other  taking  of  property, 
shall  comply  with  the  principles  set  forth  in 
subsection  (a)(2)  of  this  section. ". 

SEC.  1.  EFFECTIVE  DATE. 

The  amendments  made  by  this  Act  shall 
apply. to  any  claim  pending  on  the  date  of 
the  enactment  of  this  Act  and  to  any  other 
claim  determined  after  such  date. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  Florida  [Mr. 
Pascell]  will  be  recognized  for  20  min- 
utes and  the  gentleman  from  Califor- 
nia [Mr.  Lagoharsino]  will  be  recog- 
nized for  20  minutes. 

The  Chair  recognizes  the  gentleman 
from  Florida  [Mr.  Fascell]. 

Mr.  FASCELL.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  rise  in  support  of 
H.R.  5506.  to  amend  the  International 
Claims  Settlement  Act  of  1949. 

This  bill  is  technical  in  nature.  It 
would  amend  the  International  Claims 
Settlement  Act  of  1949  to  specify  that, 
in  determining  compensation,  the 
International  Claims  Settlement  Com- 
mission shall  determine  the  value  of 
an  asset  based  on  fair  market  value. 

The  genesis  of  this  bill  is  that  some- 
times the  Commission  uses  book  value 
as  the  basis  for  valuation,  but  that  for 
service  industries— which  have  few 
physical  assets— this  is  often  not  an  ac- 
curate reflection  of  the  real  value  of 
the  property. 

I  understand  that  the  administra- 
tion and  the  Commission  feel  that  this 
legislation  does  or  should  reflect 
actual  practices  of  the  Commission 
and  that  they  have  no  objection  to  it. 

Mr.  LAGOMARSINO.  Mr.  Speaker. 
I  yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  I  rise  in  support  of 
H.R.  5506  and  commend  the-  chairman 
of  the  Foreign  Affairs  Coiamittee  and 


the  ranking  Republican,  the  gentle- 
man from  Michigan,  Mr.  Broohfield, 
as  well  as  the  gentleman  from  Wash- 
ington, Mr.  BoNKER,  and  the  gentle- 
man from  Wisconsin,  Mr.  Toby  Roth, 
the  chairman  and  ranking  members  of 
the  Subcommittee  on  International 
Economic  Policy  and  Trade  who  pro- 
posed this  legislation.  It  does  exactly 
as  Chairman  Fascell  says  and  I  urge 
its  adoption. 

Mr.  ROTH.  Mr.  Speaker,  I  rise  In  support  of 
H.R.  5506,  which  amends  the  International 
Claims  Settlement  Act  of  1949.  This  legisla- 
tion was  unanimously  adopted  by  the  Foreign 
Affairs  Committee  and  is  sponsored  by  both 
the  chairman  and  the  ranking  member  of  the 
Sutxxjmmittee  on  International  Economic 
Policy  and  Trade. 

This  legislation  directs  the  Foreign  Claims 
Settlement  Commission  to  use  applicable  prin- 
ciples of  international  law  in  determining  the 
value  of  claims  submitted  by  service  indus- 
tries. The  bill  does  not  mandate  the  use  of 
specific  accounting  methods,  but  it  does  es- 
tablish a  presumption  standard  for  the  (Com- 
mission to  follow  when  determining  the  fair 
market  value  of  expropriated  property. 

(Dver  the  past  20  years,  the  Foreign  Claims 
Settlement  Commission  has  adjudicated  the 
claims  of  many  U.S.  citizens  against  foreign 
governments  that  have  unlawfully  expropriated 
U.S.  property.  In  all.  660,000  claims  have 
been  filed  and  awards  granted  in  excess  of  $3 
billion.  In  adjudicating  these  claims,  the  Com- 
mission has  been  directed  by  Congress  to 
follow  the  principles  of  international  law,  jus- 
tice, and  equity. 

In  reviewing  the  many  decisions  rendered 
by  the  Commission  over  the  years,  it  appears 
that  the  value  of  the  claimant's  property  Is 
most  often  determined  by  its  book  value.  For 
service  Industries  most  particularly,  this  stand- 
ard of  compensation  is  inappropriate. 

H.R.  5506  establishes  a  straightfonward 
standard— the  fair  market  value  of  property— 
for  the  Commission  to  follow  in  adjudicating 
claims.  By  establishing  a  presumption  in  favor 
of  the  'going  concern  "  method  for  service  in- 
dustries, the  bill  recognizes  that,  for  example, 
the  value  of  a  credit  card  business  is  more 
than  its  inventory  of  desks,  typewriters,  and 
plastic  cards. 

This  legislation  is  noncontroversial  and  is 
unopposed  by  the  administration.  I  urge  the 
support  of  my  colleagues  in  favor  of  this  bill. 

Mr.  Speaker,  I  yield  back  the  bal- 
ance of  my  time. 

Mr.  FASCELL.  Mr.  Speaker,  I  yield 
back  the  balance  of  my  time. 

The  SPEIAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  Florida  [Mr.  Fas- 
cell]  that  the  House  suspend  the  rules 
and  pass  the  biU,  H.R.  5506. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill 
was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


RELEASE  TO  MUSEUMS  OP 
OBJECTS  OWNED  BY  THE  USIA 

Mr.  FASCELL.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  pass  the  bill 
(H.R.  5522)  to  authorize  the  release  to 
museums  in  the  United  States  of  cer- 
tain objects  owned  by  the  U.S  Infor- 
mation Agency. 

The  Clerk  read  as  follows: 

H.R.  5522 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of  the    United   States    of 
America  in  Congress  assembled, 

SECTION  1.  RKI.KASE  OF  CERTAIN  ORIECTS  OWNED 
BY  ISIA. 

Notwithstanding  section  208  of  the  For- 
eign Relations  Authorization  Act.  Fiscal 
Years  1986  and  1987  (22  U.S.C.  1461-la), 
and  the  second  sentence  of  section  501  of 
the  United  States  Information  and  Educa- 
tional Exchange  Act  of  1948  (22  U.S.C. 
1461).  the  Director  of  the  United  States  In- 
formation Agency  may  release  to  any 
museum  l(x:ated  in  the  United  States  the 
objects  described  in  section  2  if  that 
museum  pays  all  costs  associated  with  the 
transfer  of  such  objects  to  that  museum  (as 
determined  by  the  Director). 

SEC.  2.  OBJECTS  SUBJECT  TO  RELEASE. 

The  objects  referred  to  in  section  1  are 
those  objects  displayed  at  the  United  States 
Pavilion  at  the  86  Expo  in  Vancouver.  Brit- 
ish Columbia.  Canada,  which  are  owned  by 
the  United  States  Information  Agency  but 
(as  determined  by  the  Director  of  the 
United  States  Information  Agency)  not 
committed  by  it  for  other  purposes. 

The  SPEAKER  pro  tempore.  Is  a 
second  demanded? 

Mr.  LAGOMARSINO.  Mr.  Speaker, 
I  demand  a  second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Florida  [Mr.  Fascell] 
will  be  recognized  for  20  minutes  and 
the  gentleman  from  California  [Mr. 
LAGOMARSINO]  Will  be  recognized  for  20 
minutes. 

The  Chair  recognizes  the  gentleman 
from  Florida  [Mr.  Fascell]. 

Mr.  FASCELL.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  rise  in  support  of 
H.R.  5522,  to  release  certain  articles 
for  exhibit  within  the  United  States 
which  are  currently  on  display  at  the 
United  States  pavilion  at  the  1986 
Expo  in  Vancouver,  British  Columbia, 
Canada. 

The  ban  on  domestic  dissemination 
of  USIA  materials  within  the  United 
States  would  prevent  certain  items  in 
this  space  technology  exhibit  from 
being  displayed  in  the  United  States. 
This  bill  would  allow  the  Director  of 
the  U.S.  Information  Agency  to  re- 
lease these  materials  to  a  museum  in 
the  United  States,  if  all  costs  associat- 
ed with  the  transfer  of  the  items  is 
paid  by  the  requesting  party,  and  if 
the  items  have  not  already  been  com- 
mitted by  USIA  for  another  purpose. 
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Mr.  Speaker,  given  the  nature  of  this 
exhibit,  it  is  understandable  that  an 
American  museum  would  be  interested 
in  acquiring  some  of  the  exhibit  mate- 
rials. If  these  unobligated  materials 
were  not  made  available  to  a  U.S. 
museum,  they  would  either  be  present- 
ed to  a  foreign  museum  for  exhibit,  or 
allocated  to  storage  space  in  the  Gen- 
eral Services  Administration.  I  urge 
the  adoption  of  this  bill. 

Mr.  Speaker,  I  yield  to  the  original 
sponsor  of  this  legislation,  the  gentle- 
man from  Virginia  [Mr.  Olin]. 

D  131Q 

Mr.  OLIN.  Mr.  Speaker,  I  thank  the 
chairman  of  the  Committee  on  For- 
eign Affairs  for  yielding,  and  for  all  of 
the  help  that  he  gave  us  in  getting 
this  bill  to  the  floor  as  quickly  as  we 
did. 

Mr.  Speaker,  this  bill  would  permit 
the  United  States  Information  Agency 
to  transfer  to  any  museum  in  the 
United  States  the  very  fine  space  ex- 
hibit that  has  been  on  display  at  the 
1986  Expo  in  Vancouver,  British  Co- 
lumbia, Canada,  this  year. 

That  exhibit  will  end  in  October, 
and  my  understanding  is  that  the 
USIA  has  no  further  use  for  this  ex- 
hibit. It  is  a  very,  very  fine  one.  It 
covers  the  history  of  the  U.S.  space 
program,  and  it  is  hoped  that  this  ex- 
hibit, the  parts  of  it  that  are  exclusive- 
ly directed  to  this  purpose,  can  be 
transferred  to  the  Virginia  Museum  of 
Transportation  in  Roanoke.  VA.  That 
transportation  museum  has  had  a  very 
fine  space  exhibit,  but  in  last  year's 
flood  the  space  exhibit  was  largely  de- 
stroyed, and  we  are  hopeful  that  this 
exhibit  can  be  acquired  as  a  perma- 
nent exhibit  and  be  available  for  the 
people  of  this  country. 

The  CSX  Railroad  has  agreed  to 
transport  the  items  involved,  and  we 
believe  that  this  can  be  accomplished. 

Mr.  Chairman,  I  thank  the  commit- 
tee for  their  help. 

Mr.  LAGOMARSINO.  Mr.  Speaker, 
I  yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  I  rise  in  support  of  this 
bill.  There  is  no  cost  to  the  U.S.  Gov- 
ernment. Those  who  use  the  exhibit 
will  pay  for  it.  I  think  that  it  is  fitting 
that  people  in  this  country  see  this  ex- 
hibit also,  which  points  out  the  histo- 
ry of  the  tj.S.  space  program. 

Mr.  Speaker,  I  yield  back  the  bal- 
ance of  my  time. 

Mr.  FASCELL.  Mr.  Speaker,  I  yield 
back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore  (Mr. 
HoYER).  The  question  is  on  the  motion 
offered  by  the  gentleman  from  Florida 
[Mr.  Fascell]  that  the  House  suspend 
the  rules  and  pass  the  bill,  H.R.  5522. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill 
was  passed. 


A  motion  to  reconsider  was  laid  on 
the  table. 


Mr. 


GENERAL  LEAVE 
FASCELL.  Mr.  Speaker,  I  ask 


unanimous  consent  that  all  Members 
may  have  5  legislative  days  within 
which  to  revise  and  extend  their  re- 
marks on  H.R.  5506  and  H.R.  5522,  the 
last  two  bills  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Florida? 

There  was  no  objection. 


GRAIN  QUALITY  IMPROVEMENT 
ACT  OF  1986 

Mr.  DE  LA  GARZA.  Mr.  Speaker,  I 
move  to  suspend  the  rules  and  pass 
the  bill  (H.R.  5407)  to  amend  the 
Grain  Standards  Act  of  1916  to  estab- 
lish the  policy  of  providing  grain  of 
high  quality  to  both  domestic  and  for- 
eign buyers,  to  better  define  the  pur- 
pose of  Official  United  States  Stand- 
ards for  Grain,  and  to  provide  for  the 
closer  regulation  of  dockage  and  for- 
eign material  in  grain,  as  amended. 

The  Clerk  read  as  follows: 

H.R. 5407 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  this 
act  may  be  cited  as  the  "Grain  Quality  Im- 
provement Act  of  1986". 

DECLARATION  OF  POLICY 

Sec  2.  Section  2  of  the  United  States 
Grain  Standards  Act  (7  U.S.C.  74)  is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing: 

"It  is  also  declared  to  be  the  policy  of  Con- 
gress to  promote  the  marlceting  of  grain  of 
high  quality  to  both  domestic  and  foreign 
buyers;  that  the  primary  objective  of  the  of- 
ficial United  States  standards  for  grain  is  to 
certify  the  quality  of  grain  as  accurately  as 
practicable;  and  that  official  United  States 
standards  for  grain  shall— 

"(1)  define  uniform  and  accepted  descrip- 
tive terms  to  facilitate  trade  in  grain: 

"(2)  provide  information  to  aid  in  deter- 
mining grain  storability; 

"(3)  offer  users  of  such  standards  for  best 
possible  information  from  which  to  deter- 
mine end-product  yield  and  quality  of  grain; 
and 

"(4)  provide  the  framework  necessary  for 
the  markets  to  establish  grain  quality  im- 
provement incentives.". 

FOREIGN  MATERIAL  RECOMBINATION 
PROHIBITION 

Sec  3.  Section  13  of  the  United  SUtes 
Grain  Standards  Act  (7  U.S.C.  87b)  is 
amended  by  redesignating  subsection  (c)  as 
subsection  (d)  and  by  inserting  after  subsec- 
tion (b)  the  following  new  subsection: 

"(c)(1)  To  ensure  the  quality  of  grain  mar- 
keted in  or  exported  from  the  United 
States,  no  dockage  or  foreign  material,  as 
defined  by  the  Secretary,  including  dust, 
once  removed  from  grain  shall  be  recom- 
bined  with  any  grain;  and  no  dockage  or  for- 
eign material  of  any  origin  may  be  added  to 
any  grain. 

(2)  Nothing  in  paragraph  (1)  shall  be 
construed  to  prohibit— 


"(A)  the  treatment  of  grain  to  suppress, 
destroy,  or  prevent  insects  and  fungi  injuri- 
ous to  stored  grain; 

■(B)  the  marlceting.  domestically  or  for 
export,  of  dockage  or  foreign  material  re- 
moved from  grain  when  such  dockage  or 
foreign  material  is  marketed  separately  and 
uncombined  with  any  such  whole  grain  or  is 
marketed  in  pelletized  form  or  as  a  part  of  a 
processed  ration  for  livestock,  poultry,  or 
fish; 

•(C)  the  blending  of  grain  with  similar 
grain  of  a  different  quality  to  adjust  the 
quality  of  the  resulting  mixture; 

"(D)  the  recombination  of  broken  com  or 
broken  kernels,  a  defined  by  the  Adminis- 
trator, with  grain  of  the  type  from  which 
the  broken  corn  or  broken  kernels  were  de- 
rived; 

•(E)  effective  for  the  period  ending  De- 
cember 31,  1987,  the  recombination  of  dock- 
age or  foreign  material,  except  dust,  re- 
moved at  an  export  loading  facility  from 
grain  destined  for  shipment  as  a  cargo 
under  one  export  official  certificate  of  in- 
spection when  the  recombination  occurs 
during  the  loading  of  the  cargo,  when  the 
purpose  is  to  ensure  uniformity  of  dockage 
or  foreign  material  throughout  that  specific 
cargo,  and  when  the  separation  and  recom- 
bination are  conducted  in  accordance  with 
regulations  issued  by  the  Administrator; 

•■(P)  the  addition  to  grain  of  a  dust  sup- 
pressant, or  the  addition  of  confetti  or  any 
other  similar  material  that  Serves  the  same 
purpose  in  an  amount  necessary  to  facilitate 
identification  of  ownership  or  origin  of  a 
particular  lot  of  grain;  and 

•'(G)  any  other  addition  of  foreign  materi- 
al that  may  be  determined  by  the  Secretary 
to  be  in  the  interest  of  grain  producers  and 
to  be  neutral  or  constructive  in  achieving 
the  goal  of  ensuring  the  quality  of  grain 
marketed  in  or  exported  from  the  United 
States. 

••(3)  Effective  for  the  E>eriod  ending  De- 
cember 31.  1987,  the  Secretary,  by  regula- 
tion, may  exempt  from  paragraph  (1)  the 
last  handling  of  grain  in  the  final  sale  and 
shipment  of  such  grain  to  a  domestic  user  or 
processor  when  such  exemption  is  deter- 
mined by  the  Secretary  to  be  in  the  best 
economic  interest  of  producers,  grain  mer- 
chants, the  industry  involved,  and  the 
public.  Grain  sold  under  an  exemption  au- 
thorized by  this  paragraph  shall  be  con- 
sumed or  processed  into  one  or  more  prod- 
ucts by  the  purchaser,  but  may  not  be 
resold  into  commercial  channels  for  such 
grain  or  blended  with  other  grain  for  resale; 
and  neither  products  nor  byproducts  de- 
rived therefrom  shall  be  blended  with  or 
added  to  grain  in  commercial  channels 
except  in  accordance  with  an  exemption 
granted  by  the  Secretary  under  paragraph 
(2)(G). 

••(4)  This  subsection  shall  become  effec- 
tive on  May  1.  1987.". 

COMPENSATION  FOR  MODIFICATIONS  OF  GRAIN 
CLASSIFICATIONS 

SEC.  4.  The  United  States  Grain  Standards 
Act  (7  U.S.C.  71.  et  seq.)  is  amended  by  in- 
serting after  section  17B  the  following  new 
section: 

"COMPENSATION  FOR  MODIFICATIONS  OF  GRAIN 
CLASSIFICATIONS 

•Sec.  17C.  (a)  The  Secretary  shall  com- 
pensate a  producer,  grain  merchant,  grain 
processor,  or  grain  exporter  for  loss  of  value 
of  grain  held  in  inventory  if  the  person  can 
show  that  the  loss  of  value  resulted  from  a 
change  by  the  Administrator  in  grain  classi- 
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fications  under  this  Act  or  regulations  based 
thereon. 

"(b)  Compensation  under  this  section 
shall  be  paid  only  on  the  inventory  of  grain 
held  by  a  person  on  the  effective  date  of  the 
change  in  classification  and  under  proce- 
dures established  by  the  Secretary  by  regu- 
lation. 

"(c)  Compensation  may  be  paid  under  this 
section  only  for  losses  occurring  after  the 
date  of  enactment  of  this  section. 

"(d)  Funds  may  be  expended  under  this 
section  only  if  provided  in  advance  in  an  ap- 
propriation Act.". 

INSECT  INFESTATION 

Sec.  5.  Not  later  than  six  months  after  the 
date  of  enactment  of  this  Act,  the  Adminis- 
trator of  the  Federal  Grain  Inspection  Serv- 
ice shall  issue  a  final  rulmaking  that  revises 
grain  inspection  procedures  and  standards 
under  the  United  States  Grain  Standards 
Act  to  more  accurately  reflect  levels  of 
insect  infestation. 

STUDY  OF  PREMIUMS  FOR  HIGH-QUALITY  GRAIN 

Sec.  6.  The  Secretary  of  Agriculture,  fol- 
lowing public  comment  from  and  in  consul- 
tation with  grain  producers,  grain  mer- 
chants, grain  processors,  and  grain  export- 
ers, shall  conduct  a  study  of  the  feasibility 
and  appropriateness  of  adjusting  Commodi- 
ty Credit  Corporation  grain  premium  and 
discount  schedules  to  (1)  encourage  the  de- 
livery, storage,  and  export  of  high-quality. 
clean  grain  and  (2)  offer  incentives  to  mini- 
mize the  amount  of  moisture,  foreign  mate- 
rial, dockage,  shrunken  and  broken  kernels, 
and  damaged  kernels  in  lots  of  grain 
pledged  as  collateral  for  Commodity  Credit 
Corporation  loans  or  in  grain  owned  by  the 
Commodity  Credit  Corporation.  The  Secre- 
tary shall  transmit  the  report,  together 
with  recommendations,  to  the  Committee 
on  Agriculture  of  the  House  of  Representa- 
tives and  the  Committee  on  Agriculture.  Nu- 
trition, and  Forestry  of  the  Senate  within 
180  days  after  the  date  of  enactment  of  this 
Act. 

REVIEW  OF  OPTIMAL  GRADE  PROPOSAL 

Sec  7.  To  evaluate  the  effects  of  moving 
to  an  optimal  grain  grading  system,  the  Ad- 
ministrator of  the  Federal  Grain  Inspection 
Service  shall  publish  in  the  Federal  Register 
a  detailed  description  of  the  proposals  con- 
tained in  H.R.  5354.  99th  Congress,  the  Op- 
timal Grain  Grading  Act  of  1986.  and  shall 
solicit  public  comment,  during  a  period  of 
not  less  than  60  days,  on  (1)  the  optimal 
grain  grading  system  as  proposed  in  H.R. 
5354  and  (2)  the  general  objective  of  im- 
proving grain  quality  by  revising  the  official 
United  States  grain  standards  to  provide 
greater  economic  incentives  for  production 
and  sale  of  high-quality  grain.  The  Adminis- 
trator shall  report  to  Congress,  by  May  1. 
1987,  on  the  comments  received  and  on  the 
Administrator's  recommendations  with  re- 
spect to  the  matters  on  which  comments 
were  solicited. 

STUDY  OF  UNIFORM  END-USE  VALUE  TESTS 

Sec.  8.  (a)  The  Secretary  of  Agriculture 
shall  direct  the  Federal  Grain  Inspection 
Service  and  the  Agricultural  Research  Serv- 
ice to  conduct  a  study  of  the  need  for  and 
availability  of  uniform  end-use  value  tests 
for  grain.  The  study  shall  include— 

(1)  a  survey  of  domestic  and  foreign 
buyers  of  grain  to  determine  what  informa- 
tion about  grain  characteristics  would  be 
most  useful  to  such  buyers.  The  survey 
shall  take  into  account  those  factors  that 
buyers  specify  in  their  contracts,  test  for, 
measure,  or  would  measure  if  tests  were 


available,  including  but  not  limited  to  the 
following  characteristics: 

(A)  the  starch,  oil,  and  protein  content, 
breakage  susceptibility,  and  individual 
kernel  moisture  of  corn: 

(B)  the  baking  characteristics,  protein 
content,  gluten  content  and  quality,  and 
milling  hardness  of  wheat:  and 

(C)  the  protein,  oil,  and  free-fatty-acid 
content  of  soybeans:  and 

(2)  a  review  of  the  development  and  avail- 
ability of  tests  for  the  characteristics  identi- 
fied in  the  survey  conducted  under  para- 
graph (1).  including  an  evaluation  of  the 
costs  of  providing  such  tests. 

(b)(1)  The  Secretary  of  Agriculture  shall 
direct  the  Federal  Grain  Inspection  Service 
and  the  Agricultural  Research  Service  to 
maintain  an  ongoing  review  to  determine 
the  end-use  tests  that  are  of  economic  value 
to  buyers,  and  the  availability  and  costs  of 
such  tests. 

(2)  The  Administrator  of  the  Federal 
Grain  Inspection  Service,  to  the  extent 
practicable,  shall  revise  official  grain  inspec- 
tion and  certification  procedures  to  include 
within  official  inspection  (as  defined  in  sec- 
tion 3(i)  of  the  United  States  Grain  Stand- 
ards Act)  those  tests  that  are  identified 
under  the  study  conducted  under  subsection 
(a)  as  useful,  available,  and  economically 
feasible. 

(c)  Not  later  than  one  year  after  the  date 
of  enactment  of  this  Act.  the  Administrator 
of  the  Federal  Grain  Inspection  Service 
shall  submit  a  report  to  Congress  setting 
forth  the  results  of  the  study  and  actions 
taken  under  subsection  (b)(2).  The  Adminis- 
trator shall  report  yearly  to  Congress  on  the 
ongoing  review  under  subsection  (b)(1). 

The  SPEAKER  pro  tempore.  Is  a 
second  demanded? 

Mr.  ROBERTS.  Mr.  Speaker.  I 
demand  a  second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Texas  [Mr.  de  la 
Garza]  will  be  recognized  for  20  min- 
utes and  the  gentleman  from  Kansas 
[Mr.  Roberts]  will  be  recognized  for 
20  minutes. 

The  Chair  recognizes  the  gentleman 
from  Texas  [Mr.  de  la  Garza]. 

Mr.  DE  LA  GARZA.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  the  purpose  of  H.R. 
5407  is  to  improve  the  quality  of  U.S. 
grain  provided  to  both  foreign  and  do- 
mestic buyers.  The  need  for  the  legis- 
lation is  made  apparent  by  the  rise  in 
complaints  filed  recently  by  foreign 
purchasers  of  U.S.  grain,  and  the  in- 
creasing public  perception  that  the 
quality  of  grain  shipped  from  the 
United  States  does  not  match  that  of 
our  major  competitors. 

The  fact  that  U.S.  agricultural  ex- 
ports must  seek  markets  today  in  an 
intensely  competitive  international  en- 
vironment significantly  increases  the 
importance  of  grain  quality  as  a  mar- 
keting factor.  The  United  States, 
through  recent  changes  in  farm 
policy,  has  renewed  its  effort  to  be 
competitive  in  world  grain  markets  on 


the  basis  of  price.  As  long  as  other 
major  producers  of  agricultural  com- 
modities attempt  to  match  U.S.  export 
prices,  factors  such  as  quality  will  gain 
in  importance  in  determining  who  has 
an  edge  in  reclaiming  market  share. 

H.R.  5407,  as  reported,  will  revise 
the  United  States  Grain  Standards  Act 
declaration  of  policy  to  add  statements 
that  it  is  the  policy  of  Congress  to  pro- 
mote the  marketing  of  high  quality 
grain;  that  the  primary  objective  of  of- 
ficial U.S.  grain  standards  is  to  accu- 
rately determine  grain  quality;  and 
that  the  grain  standards  must  provide 
a  framework  for  the  markets  to  estab- 
lish grain  quality  improvement  incen- 
tives. 

The  bill  will  add  a  new  provision  to 
the  act  to  prohibit,  effective  May  1, 
1987,  the  recombination  of  grain  with 
dockage  or  any  other  foreign  material, 
including  dust,  removed  from  grain. 
Further,  no  dockage  or  foreign  materi- 
al of  any  origin  could  be  added  to 
grain.  Dockage  and  foreign  material 
are  terms  used  in  the  grain  industry  to 
apply  to  a  variety  of  items  ranging 
from  pieces  of  grain  kernels  to  non- 
grain  material.  The  prohibition  would 
apply  to  both  export  and  domestic 
shipments. 

The  Secretary  of  Agriculture  would 
have  discretionary  power  to  exempt 
handling  practices  by  "last  handlers" 
in  the  United  States  who  sell  grain  to 
a  domestic  user  or  processor  such  as  a 
cattle  feeder  or  distiller.  Recombined 
grain  covered  by  this  exemption  could 
not  flow  back  into  domestic  or  export 
channels,  and  the  exemption  would 
end  on  December  31,  1987.  Also,  the 
prohibitions  could  not  be  construed  to 
prohibit  a  number  of  traditional  mar- 
keting and  handling  processes.  These 
protected  steps  include:  Treatment  of 
grains  to  kill  insects;  blending  of  grain 
of  differing  quality  to  adjust  the  qual- 
ity of  the  resulting  mixture;  domestic 
and  export  sales  of  dockage  and  for- 
eign material  in  the  form  of  pellets  or 
as  part  of  processed  livestock  rations; 
recombining  dockage  or  foreign  mate- 
rial, except  dust,  taken  out  of  grain  at 
an  export  loading  facility  from  grain 
earmarked  for  a  single  specific  ship- 
ment when  this  is  done  to  ensure  even 
distribution  of  the  material  through 
the  specific  graded  cargo,  with  the  ex- 
emption ending  on  December  31,  1987; 
and  returning  broken  corn  or  grain 
kernels  into  a  lot  of  the  same  kind  of 
grain.  Also,  the  Secretary  would  have 
general  discretionary  power  to  permit 
the  addition  of  foreign  material  to 
grain  if  the  step  would  aid  farmers  and 
be  neutral  or  favorable  in  ensuring  the 
quality  of  exported  grain. 

The  bill  will  amend  the  act  to  re- 
quire the  Secretary,  subject  to  appro- 
priation of  funds,  to  compensate  farm- 
ers and  grain  merchants,  processors, 
or  exporters  if  a  change  in  Federal 
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grain  classification  results  in  reducing 
the  value  of  grain  in  inventory. 

The  bill  will  direct  the  Secretary,  in 
consultation  with  farmers  and  mem- 
bers of  the  grain  industry,  to  make  a 
study  of  the  feasibility  of  adjusting 
the  Commodity  Credit  Corporation 
grain  premium  and  discount  schedules 
to  encourage  the  delivery,  storage,  and 
export  of  high  quality  grain. 

The  bill  will  require  the  Secretary  to 
publish  and  seek  public  comment  on 
proposals  contained  in  a  pending 
House  bill,  H.R.  5354.  the  Optimal 
Grain  Grading  Act. 

The  bill  also  will  direct  the  Depart- 
ment of  Agriculture  to  study  the  need 
for  and  availability  of  uniform  tests  to 
rate  the  suitability  of  grains  and  soy- 
beans for  specific  uses.  Where  tests 
are  found  to  be  useful  and  economical- 
ly practical,  the  Federal  Grain  Inspec- 
tion Service  would  be  directed  to  adopt 
them  as  far  as  practicable— section  8. 
The  agency  would  also  be  directed  to 
issue  a  final  rule  within  6  months  to 
make  grain  inspection  standards  more 
accurately  reflect  levels  of  insect  infes- 
tation. 

Mr.  Speaker,  this  legislation  will 
serve  to  enhance  our  agricultural 
export  market  position  while  having  a 
minimal  effect  on  legitimate  grain  in- 
dustry practices.  I  urge  the  House  to 
pass  the  bill. 

Mr.  Speaker,  I  yield  such  time  as  he 
may  consume  to  the  gentleman  from 
Iowa  [Mr.  Smith]. 

Mr.  SMITH  of  Iowa.  Mr.  Speaker,  I 
thank  the  gentleman  for  yielding  time 
tome. 

Mr.  Speaker,  I  thank  and  commend 
all  those  who  have  worked  to  report 
this  bill  to  the  House  of  Representa- 
tives. Since  several  Members  were 
strong  supporters  and  indispensable, 
including  the  chairman,  Mr.  de  la 
Garza,  and  all  who  are  listed  as  co- 
sponsors,  I  hesitate  to  single  out  indi- 
viduals for  special  praise,  but  I  must 
mention  Mr.  Evans  of  Iowa  especially, 
and  Mr.  Bedell,  Mr.  Glickman,  and 
Mr.  Roberts.  Mr.  Evans  has  had  per- 
sonal experience  and  spent  a  great 
deal  of  time  and  effort.  He  thoroughly 
understands  the  issue;  his  judgment 
concerning  details  is  highly  respected; 
and  he  made  a  major  contribution  to 
this  cause.  It  is  near  the  end  of  this 
Congress  and  determination  of  the  full 
Agriculture  Committee  under  the 
chairman  to  move  this  bill  in  this  Con- 
gress should  send  a  message  to  the 
world  that  U.S.  producers  and  domes- 
tic handlers  are  determined  to  improve 
the  quality  and  reputation  of  U.S. 
grain. 

U.S.  grain  sales,  which  were  $21.9 
billion  in  1981,  were  only  $10.2  billion 
last  year.  Last  May,  the  United  States 
ran  a  farm-trade  deficit  for  the  first 
time  in  15  years.  During  that  time  the 
U.S.  share  of  grain  exports  has  been 
reduced  drastically  too.  The  slump  has 


cost  the  U.S.  balance  of  payments 
$16.3  billion. 

While  no  one  would  claim  that  loose 
grain  standards  and  practices  which 
result  in  dirtier  grain  and  lower  qual- 
ity than  exports  from  other  countries 
is  the  only  cause  of  these  drastic  losses 
in  grain  trade,  it  is  certainly  one  of  the 
most  important  reasons.  Both  price 
and  quality  affect  sales  of  any  product 
and  when  supply  is  plentiful  enough, 
buyers  gravitate  even  more  toward 
buying  where  they  can  secure  better 
quality.  Just  as  a  customer  in  a  gro- 
cery store  selects  the  highest  quality 
vegetables  from  a  bin,  grain  buyers 
select  the  highest  quality  grain  avail- 
able for  the  same  price;  and  since 
other  countries,  especially  those  with- 
out adequate  storage,  will  meet  our 
price,  a  reputation  for  lower  quality 
and  dirty  product  caused  us  to  become 
the  world's  residual  supplier.  In  recent 
years,  we  have  been  able  to  sell  for 
cash  only  what  cash  buyers  could  not 
locate  elsewhere. 

This  bill  before  us  today,  H.R.  5407, 
will  not  correct  all  these  problems  but 
it  will  go  a  long  way  toward  correcting 
abuses  by  exporters.  Grain  standards 
will  still  not  be  as  tight  as  in  several 
exporting  countries,  but  at  least  ex- 
porters will  not  be  permitted  to  add 
dust  and  foreign  material  out  of  the 
surge  tank  or  that  has  previously  been 
removed  from  the  same  or  other  grain. 

For  example,  U.S.  grain  standards  of 
the  most  common  grade  of  U.S.  wheat 
permits  7.5  percent  of  other  grain  and 
foreign  material,  and  such  material  is 
added  to  U.S.  wheat  so  that  wheat 
shipments  routinely  contain  near  that 
maximum.  But  Canadian  standards 
permit  a  maximum  of  less  than  4  per- 
cent for  that  grade  and  they  routinely 
ship  wheat  that  is  less  than  2  percent 
other  grain  and  foreign  material,  and 
do  not  add  any  foreign  material  or 
other  cheaper  grains  to  take  advan- 
tage of  the  tolerance  permitted.  This 
means  that  Canadian  wheat  at  the 
same  price  per  bushel  is  cheaper  per 
pound  of  the  product  the  customer 
sought  and  more  desirable  for  other 
obvious  reasons. 

Our  U.S.  standards  need  to  be  tight- 
ened and  should  have  been  under  au- 
thority to  do  so  administratively.  This 
bill  still  leaves  a  need  for  further  per- 
fection but  at  least  we  will  have  pro- 
hibited the  practice  of  adding  dust  and 
undesirable  material  for  the  sole  pur- 
pose of  selling  maximum  amount  of 
dirt  and  undesirable  material  permit- 
ted. Foreign  purchasers  in  several 
countries  have  told  me  that  they 
expect  some  foreign  material  in  grain 
harvested  by  machines  in  the  normal 
course  and  it  is  bad  enough  for  ship- 
ments to  vary  widely  from  hold  to 
hold  or  ship  to  ship,  but  it  is  inexcus- 
able for  undesirable  material  to  have 
been  added.  It  makes  them  so  angry 
that  they  go  elsewhere  when  they  can. 


Foreign  customers  typically  pay  for 
cargoes  they  have  not  seen  and  order 
them  to  arrive  on  the  date  needed  or 
when  the  port  can  handle  the  cargo. 
Unlike  domestic  buyers,  they  are  de- 
pendent on  these  standards,  and 
cannot  reject  a  cargo  and  buy  from 
someone  else  and  secure  delivery  that 
day  or  week.  Many  times  the  cargo  has 
been  loaded  and  is  on  the  high  seas 
with  a  "destination  unknown"  bill  of 
lading  when  they  buy  it.  They  depend 
on  the  impartial  officials  in  the  selling 
country  for  honest  weights,  honest 
grading,  and  description  of  product. 

For  many  years,  remedial  action  has 
been  avoided  by  having  one  study 
after  another.  It  is  long  past  time  to 
pass  some  remedial  legislation.  About 
13  years  ago,  I  made  a  personal  inves- 
tigation at  several  export  points  for 
U.S.  grain  and  was  appalled  to  see 
corn  being  loaded  which  contained  rice 
hulls  and  other  foreign  material  which 
had  obviously  been  added,  as  well  as 
dirt  and  dust  which  had  been  reintro- 
duced after  having  been  extracted  at 
an  earlier  point.  Also,  I  had  received 
complaints  concerning  fraudulent 
weights  and  stealing  of  grain  at  export 
points  where  the  seller  was  not 
present.  Following  these  limited  inves- 
tigations, I  received  support  from  the 
Appropriations  Conmiittee  to  order  a 
special  investigation  by  the  Depart- 
ment. That  investigation  was  headed 
by  an  Inspector  Ryan.  His  investiga- 
tion revealed  a  practice  of  leaving 
some  grain  in  grain  cars  when  they 
were  unloaded  before  they  were  sent 
to  a  salvage  or  cleaning  yard  where 
the  grain  was  accumulated  and  sold. 
He  also  found  fraudulent  weighing, 
and  these  and  other  facts  he  uncov- 
ered and  made  available  resulted  in 
126  indictments  against  14  grain  han- 
dlers, led  to  more  than  $1  million  in 
fines  and  numerous  criminal  prosecu- 
tions, and  confirmed  the  need  for  leg- 
islation. 

I  then  introduced  the  Grain  Inspec- 
tion Amendments  Act  of  1975,  which 
was  passed  shortly  thereafter,  and  I 
believe  it  cured  most  of  the  problems 
relating  to  waste  and  fraud.  However, 
the  big  international  grain  companies 
successfully  opposed  the  provision 
which  would  have  prohibited  the 
adding  of  foreign  material  at  export 
points. 

Each  Congress  the  big  grain  export- 
ers have  lobbied  in  favor  of  another 
study  as  a  way  of  avoiding  action,  and 
unfortunately  the  commodity  organi- 
zations which  should  have  been  sup- 
porting this  legislation,  until  very  re- 
cently, have  either  been  uninterested 
or  in  some  instances  opposed  to  my 
bills.  Meanwhile,  the  reputation  for 
U.S.  corn,  soybeans,  wheat,  and  rice 
has  suffered.  Under  our  system  we  let 
private  international  exporters  market 
our  grain  and  usually  the  producers 
and  marketing  interest  coincide.  How- 
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ever,  when  exporters  add  foreign  ma- 
terial in  order  to  squeese  a  few  extra 
pennies  per  unit  out  of  the  transac- 
tions, it  is  the  producers  of  the  Nation 
who  pay  for  their  greed. 

In  1979.  the  GAO  recommended  that 
the  Secretary  of  Agriculture  revise 
U.S.  grain  standards  to  better  meet 
end  user  requirements  and  in  particu- 
lar to  reduce  the  maximum  limitations 
of  foreign  material  and  moisture  in 
com  and  soybeans.  A  1980  Department 
of  Agriculture  task  force  study  into 
dust  explosions  in  grain  elevators  rec- 
ommended that  for  safety  reasons,  all 
grain  dust  should  be  removed  from  the 
handling  system  and  the  reintroduc- 
tion  of  collected  dust  should  be  pro- 
hibited. Reversing  its  earlier  position. 
USDA  supported  the  passage  of  my 
legislation  in  1980  during  hearings 
before  the  Agricuture  Subcommittee 
on  Livestock  and  Grain.  Notwithstand- 
ing considerable  support,  this  legisla- 
tion was  again  sidetracked  following 
heavy  lobbying  by  a  few  big  interna- 
tional grain  companies. 

The  provisions  in  this  bill  should 
have  been  passed  as  a  part  of  the  1975 
bill,  and  as  the  principal  sponsor  of 
that  bill.  I  am  glad  to  see  this  provi- 
sion finally  pass.  The  1975  bill  made  a 
giant  step  toward  assuring  honest 
weights  and  honest  grading,  but  the 
protection  against  adding  dust,  dirt, 
and  foreign  material  was  stripped  out 
of  it  and  has  been  opposed  for  too 
long.  That  delay  has  cost  the  U.S. 
farmers  and  domestic  handlers  dearly 
by  hurting  our  sales,  but  is  better  late 
than  never. 

I  urge  a  resounding  vote  of  approval 
for  this  bill. 

Mr.  ROBERTS.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  as  the  chairman  has  in- 
dicated, this  legislation,  of  which  I  am 
a  cosponsor  and  that  we  are  consider- 
ing today,  H.R.  5407,  is  a  bill  to  im- 
prove the  quality  of  U.S.  grain  shipped 
overseas.  It  is  a  vital  and  important 
step.  Mr.  Speaker,  in  the  process  of 
getting  our  grain  moving  again  in  the 
world  export  market. 

This  legislation  is  the  product  of  sev- 
eral days  of  hearings,  both  in  farm 
country  and  here  in  Washington.  The 
first  hearing  was  held  in  Illinois. 
where  the  Committee  on  Agriculture 
heard  excellent  testimony  on  the  qual- 
ity problems  that  com  and  soybeans 
have  experienced  in  recent  years. 

The  second  hearing  was  held  here  in 
Washington,  and  it  built  upon  that 
testimony  and  led  to  the  introduction 
of  the  legislation  which  we  are  consid- 
ering today. 

We  think  that  we  really  have  a  sig- 
nificant problem  in  regards  to  our 
export  market.  I  think  that  this  is  a 
needed  first  step. 

I  want  to  follow  on  the  comments  of 
my  chairman  and  the  distinguished 
gentleman  from  Iowa  in  regard  to  the 
efforts  in  behalf  of  this  bill.  This  legis- 


lation builds  upon  the  work  of  my 
friend  and  colleague,  the  gentleman 
from  Iowa  [Mr.  Evans].  He  has  intro- 
duced several  bills  on  grain  quality.  He 
has  visited  our  export  facilities,  as  well 
as  gone  overseas  to  see  firsthand  the 
condition  of  our  grain  when  it  arrives 
in  the  importing  country. 

Mr.  Evans,  who  is  a  farmer  by  trade, 
is  to  be  commended  for  his  efforts  in 
really  getting  this  legislation  written 
and  hopefully  passed  into  law. 

Mr.  Speaker,  I  yield  such  time  as  he 
may  consume  to  the  gentleman  from 
Iowa  [Mr.  Evans]. 

Mr.  EVANS  of  Iowa.  Mr.  Speaker.  I 
thank  the  gentleman  for  yielding  time 
to  me. 

Mr.  Speaker,  it  is  with  the  greatest 
of  pleasure  that  I  rise  in  support  of 
H.R.  5407.  the  Grain  Quality  Improve- 
ment Act  of  1986.  I  think  that  it  is 
broadly  understood  in  this  country  at 
this  point  that  we  have  serious  prob- 
lems with  our  agriculture,  that  in  sub- 
stantial measure  that  is  due  to  declin- 
ing agricultural  exports,  that  we  face  a 
number  of  years  of  highly  competitive 
markets  for  our  grain,  and  that  in 
highly  competitive  markets,  the  qual- 
ity of  that  grain  is  of  extremely  great 
importance. 

Given  these  circumstances.  Mr. 
Speaker,  it  is  almost  unbelievable,  but 
true,  that  at  the  present  time  our 
Grain  Standards  Act  does  not  even 
speak  to  the  question  of  grain  quality. 
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As  a  matter  of  fact,  the  words  "grain 
quality"  do  not  appear  even  a  single 
time  in  that  act  as  it  is  presently  writ- 
ten. 

What  our  Grain  Standards  Act  now 
does  say  is  that  we  want  honest  scales, 
we  want  honest  inspectors,  and  these 
we  have  in  abundance.  But  we  also 
have  an  unbelievable  amount  of  low 
quality  grain  that  goes  into  our  export 
markets,  and  we  are  getting  more  and 
more  complaints. 

Why  is  this?  There  are  a  number  or 
reasons.  But  I  want  to  mention  just 
two. 

At  the  present  time,  our  standards 
deliberately  encourage  grain  mer- 
chants to  understate  the  amount  of 
dirt  and  trash  in  our  grain.  For  an- 
other, at  the  present  time  our  Federal 
Grain  Inspection  Service  has  absolute- 
ly no  authority  to  prohibit  the  intro- 
duction of  trash  and  dirt  into  our 
grain.  It  is  no  wonder  that  our  custom- 
ers complain. 

This  act  takes  several  substantial 
steps  to  correct  that  situation.  For  one 
thing,  it  makes  it  clear  that  from  now 
on  it  is  the  policy  of  the  U.S.  Govern- 
ment to  provide  grain  of  good  quality 
to  both  domestic  and  foreign  custom- 
ers. No.  2.  it  makes  it  clear  that  a  pri- 
mary purpose  of  our  grain  standard  is 
to  correctly  state  as  accurately  as 
practicable  the  true  condition  of  that 
grain.  No  more  understating  of  the 


amount  of  trash  and  dirt  that  is  in- 
cluded in  that  grain. 

Fourth,  the  act  totally  prohibits  for 
the  first  time  the  addition  of  dirt  and 
trash  to  that  grain.  I  would  like  to  say 
that  this  is  something  that  my  col- 
league from  Iowa.  Neal  Smith,  has 
been  strongly  advocating  for  a  long 
time,  and  I  am  delighted  to  see  we  are 
finally  going  to  be  successful  I  think 
in  getting  that  into  the  law. 

Next,  the  act  totally  prohibits  the 
reintroduction  of  dust  into  the  grain 
once  that  grain  dust  has  been  re- 
moved. I  think  most  of  us  imderstand 
that  under  the  OSHA  regulations  for 
years  we  have  been  removing  dust 
from  grain  as  a  safety  measure  at  vir- 
tually all  of  the  large  commercial  ele- 
vators in  this  country,  and  our  grain 
merchants  have  been  faithfully  doing 
that.  But  just  as  faithfully  they  have 
been  putting  that  dust  back  into  the 
grain  at  the  time  the  grain  leaves  the 
elevator.  In  the  future,  this  would  be 
totally  prohibited. 

Finally,  I  will  mention  the  fact  that 
with  two  very  limited  exceptions.  H.R. 
5407  would  prohibit  the  reintroduction 
of  dockage  in  foreign  material  once  it 
has  been  removed  from  grain. 

These  are,  in  my  judgment,  the 
major  features  of  this  bill.  I  want  to 
make  it  clear  that  these  changes  will 
not  solve  all  of  the  grain  quality  prob- 
lems that  we  face  in  tliis  country. 
There  are  a  number  of  others  that  the 
act  does  not  address. 

But  I  would  say  that  virtually  all  of 
these  that  we  do  not  address  are  very 
complex,  very  technical  problems, 
problems  on  which  there  are  divergent 
views,  not  only  in  the  grain  industry 
but  among  our  producers  and  among 
our  customers,  and  that  there  is  a 
need  for  more  time,  Mr.  Speaker,  to 
address  these  problems,  time  for  re- 
search and  development,  time  for 
study,  time  for  discussions  among  pro- 
ducers, grain  merchants  and  our  cus- 
tomers. In  my  judgment,  in  many  in- 
stances many  of  these  technical  prob- 
lems do  not  lend  themselves  to  legisla- 
tive solutions  either  now  or  in  the 
future. 

But  what  this  act  will  do  is  provide 
an  appropriate  legislative  base  upon 
which  further  administrative  improve- 
ments in  our  grain  standards  can  and 
will  be  made. 

In  closing.  I  would  only  add  that  this 
bill  has  the  support  of  the  U.S.  De- 
partment of  Agriculture,  and  I  urge 
my  colleagues  to  support  H.R.  5407. 

Mr.  ROBERTS.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker.  I  thank  the  gentleman 
for  his  contribution. 

Mr.  Speaker,  the  legislation  we  are 
considering  today.  H.R.  5407.  a  bill  to 
improve  the  quality  of  U.S.  grain 
shipped  overseas,  is  a  vital  and  impor- 
tant step  in  the  process  of  getting  U.S. 
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grain  moving  again  in  the  world 
export  markets. 

This  legislation  is  the  product  of  sev- 
eral days  of  hearings  both  in  farm 
country  and  here  in  Washington.  The 
first,  hearing  was  a  hearing  held  in  Il- 
linois, where  the  Agriculture  Commit- 
tee heard  excellent  testimony  on  the 
quality  problems  that  corn  and  soy- 
beans have  experienced  in  recent 
years.  The  second  hearing  held  in 
Washington,  DC,  built  upon  that  testi- 
mony and  led  to  the  introduction  of 
the  legislation  we  are  considering 
today,  H.R.  5407,  which  addresses 
what  many  of  us  feel  is  a  significant 
problem  in  the  grain  industry— the 
adding  back  of  foreign  material  al- 
ready removed  from  grain. 

This  legislation,  builds  upon  the 
work  of  my  friend  and  colleague  from 
Iowa,  Congressman  Cooper  Evans.  Mr. 
Evans,  has  introduced  several  bills  on 
grain  quality,  visited  our  export  facili- 
ties as  well  as  gone  overseas  to  see  first 
hand  the  condition  of  U.S.  grain  when 
it  arrives  in  the  importing  country. 
Mr.  Evans,  who  is  a  farmer  by  trade,  is 
to  be  commended  for  his  efforts  on 
getting  this  legislation  written  and 
hopefully  passed  into  law. 

Mr.  Speaker,  grain  quality  is  a  front 
burner  issue  in  farm  country. 

Farmers  rightly  insist,  the  grain  that 
this  country  sells  to  be  as  clean  and  in 
as  good  as  condition  as  when  the 
farmer  delivers  it  to  the  country  eleva- 
tor. Some  have  pointed  out  that  the 
farmer  may  bear  the  burden  for  some 
of  the  additional  costs  that  may  occur 
as  a  result  of  the  passage  of  this  legis- 
lation. I  would  only  say  that  all  of  us 
involved  in  agriculture  should  be  will- 
ing to  shoulder  this  burden  because  of 
the  overwhelming  concern  and  com- 
mitment and  need  to  sell  a  high  qual- 
ity product. 

There  is  little  doubt  that  grain  qual- 
ity has  affected  our  ability  to  sell  in 
the  world  export  markets.  I  call  my 
colleagues  attention  to  a  telex  issued 
by  the  Soviet  Grain  Importing  Agency 
[Exportkleb]  and  sent  to  all  grain  ex- 
porters last  month.  The  telex  outlined 
new  conditions  for  grain  shipped  to 
the  Soviet  Union,  such  as  the  right  of 
the  Soviets  to  turn  down  shipments 
that  are  contaminated  with  "any  for- 
eign matters  such  as  glass,  cement, 
iron  ore,  metal  parts,  rust,  ropes, 
strings,  rags,  remnants  of  fumigant," 
et  cetera  and  the  telex  further  out- 
lined the  condition  that  payment 
would  be  made  on  95  percent  with  the 
balance  paid  when  the  quality  is  deter- 
mined to  be  consistent  with  what  the 
Soviets  ordered. 

I  understand  that  the  telex  has 
caused  an  uproar  in  all  of  the  grain  ex- 
porting countries  and  that  the  U.S. 
grain  companies  and  for  that  matter 
other  grain  companies,  and  have  noti- 
fied the  Soviets  that  the  terms  are  un- 
reasonable. However,  the  telex  does 
point  out  that  the  issue  of  grain  qual- 


ity is  of  concern  to  our  customers.  It  is 
also  of  concern  to  farmers.  Congress 
and  the  entire  grain  trade.  For  this 
reason,  we  should  adopt  this  legisla- 
tion. 

Mr.  Speaker,  this  legislation  would 
prohibit  the  adding  back  of  foreign 
material  to  grain.  Just  recently,  in  my 
home  State  of  Kansas,  we  had  the  sit- 
uation where  a  farmer-owned  coopera- 
tive was  adding  dirt  to  a  shipment  of 
soybeans,  simply  because  the  contract 
allowed  up  to  20  percent  foreign 
matter.  This  type  of  practice  is  totally 
unacceptable  to  the  farmer  and  this 
legislation  we  are  considering  will  go  a 
long  way  to  prevent  this  type  of  abuse 
of  the  grain  system. 

The  major  points  of  the  legislation: 

No  dockage  or  foreign  material,  in- 
cluding dust,  once  removed  from  grain 
shall  be  recombined  or  added  to  grain. 

Producers,  grain  merchants,  grain 
processors,  or  gr&in  exporters  will  be 
compensated  for  a  loss  of  value  result- 
ing from  changes  in  grain  classifica- 
tion regulations. 

Not  later  than  6  months  from  enact- 
ment the  Secretary  shall  issue  final 
rules  regarding  insect  infestation  of 
grain. 

H.R.  5407,  is  a  modest  solution  to 
some  of  the  quality  problems  U.S. 
grain  has  been  experiencing  in  recent 
years.  It  is  not  the  final  answer,  but  it 
is  a  step  in  the  right  direction.  I  urge 
my  colleagues  to  support  this  legisla- 
tion. 

Mr.  Speaker,  I  yield  back  the  bal- 
ance of  my  time. 

Mr.  DE  la  GARZA.  Mr.  Speaker,  I 
yield  2  minutes  to  the  gentleman  from 
Iowa  [Mr.  Bedell],  chairman  of  the 
subcommittee  that  did  tremendous 
work  on  this  legislation. 

Mr.  BEDELL.  Mr.  Speaker.  I  par- 
ticularly want  to  commend  those  who 
have  done  so  much  work  on  this  par- 
ticular issue.  I  would  commend  my  col- 
league from  Iowa,  Neal  Smith,  and  my 
other  colleague  from  Iowa,  Cooper 
Evans,  particularly.  I  appreciate  the 
work  of  the  gentleman  from  Kansas, 
Pat  Roberts,  the  ranking  minority 
member  on  the  subcommittee  for  the 
work  he  has  done  in  this  regard,  and  I 
appreciate  the  cooperation  we  have 
had  from  the  gentleman  from  Texas, 
Mr.  DE  la  Garza,  chairman  of  the  full 
committee. 

Mr.  Speaker,  this  is  a  very  modest 
bill.  This  goes  part  way  in  what  I  be- 
lieve we  need  to  do  if  we  are  going  to 
address  the  problems  we  have  at  this 
time  in  being  competitive  in  interna- 
tional markets. 

I  have  been  in  business  myself. 
When  you  are  in  a  competitive 
market,  if  you  are  really  going  to  com- 
pete you  try  to  furnish  your  customers 
with  a  product  which  they  would 
prefer  to  buy  compared  to  that  of  your 
competitors. 

At  this  time,  it  is  no  secret  that  the 
Canadians  clean  their  wheat  so  that  it 


is  cleaner  than  the  wheat  we  ship.  I 
see  no  excuse  for  that,  Mr.  Speaker. 

The  problem  I  believe  is,  Mr.  Speak- 
er, that  we  have  failed  to  adjust  our 
thinking  to  the  fact  that  we  are  now  in 
a  buyers'  market  instead  of  a  seller's 
market.  We  are,  indeed,  losing  sales,  as 
is  well  docimiented,  in  the  internation- 
al market.  I  believe  what  we  have  to 
do  ultimately  is  give  financial  incen- 
tives to  our  exporters  to  see  that  they 
provide  for  the  needs  of  our  customers 
in  a  better  manner  than  do  our  com- 
petitors from  foreign  countries. 

This  is  going  to  be  quite  a  challenge. 
I  think  it  is  a  challenge  that  those 
that  follow  me  here  in  the  Congress 
are  going  to  face.  I  only  hope  that  we 
do  not  wait  too  long  to  recognize  the 
change  that  has  taken  place  as  we 
have  moved  from  a  sellers'  market  to  a 
buyers'  market,  and  that  we  adopt  our 
thinking  properly  and  our  policies 
properly  to  address  that  change. 

Mr.  DE  la  GARZA.  Mr.  Speaker,  I 
yield  2  minutes  to  the  gentleman  from 
Kansas  [Mr.  Glickman],  a  distin- 
guished member  of  our  committee. 

Mr.  GLICKMAN.  Mr.  Speaker.  I  rise 
in  strong  support  of  this  bill,  H.R. 
5407,  the  Grain  Quality  Improvement 
Act  of  1986.  The  legislation  sends  an 
unequiovocal  statement  that  the  grain 
the  United  States  ships  to  the  world 
will  be  the  best  quality  in  the  world. 
In  today's  increasingly  competitive 
grain  trade,  we  need  to  be  sure  that 
our  product  meets  this  rigorous  test. 
There  is  no  reason  why  the  United 
States  can't  supply  the  cleanest, 
purest,  most  reliable  grain  in  the 
world.  Farmer  after  farmer,  when  I 
am  home,  ask  why  is  it  the  United 
States  has  problems  with  grain  qual- 
ity. This  bill  will  help. 

Since  first  enacted  in  1917,  the 
Grain  Standards  Act  has  remained 
largely  unchanged  while  the  modern 
technology  of  grain  handling  and  of 
grain  production  have  revolutionized 
American  farming.  Perhaps  the  most 
profound  change  has  been  that  the 
world  grain  market  is  now  a  buyere' 
market.  Intense  competition  between 
sellers  has  lowered  prices,  and  U.S. 
farm  policy  has  ensured  that  our  prod- 
ucts will  be  competitively  priced.  That 
same  intense  competition  has  placed  a 
new  premium  on  high  quality  grain, 
but  to  date,  before  this  legislation,  the 
Federal  Government  was  handicap- 
ping our  producers  with  an  outdated 
set  of  standards. 

In  hearings  and  during  visits  with 
our  farmers,  all  of  us  on  the  Agricul- 
ture Committee  have  recognized  that 
they  consider  an  affirmative  state- 
ment that  the  United  States  will  ship 
only  the  highest  quality  grain  to  be  a 
top  priority.  This  bill  makes  that 
statement  by  ensuring  that  no  foreign 
material  or  dockage  can  be  added  back 
into  grain  shipments  before  they  leave 
port.   In  tightening  these  standards. 
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the  bill  does  not  hamstring  grain  han- 
dlers with  excessive  Government  regu- 
lation. It  also  ensures  that  our  produc- 
ers are  no  longer  hamstrung  by  com- 
plaints that  we  sell  dirty,  low  quality 
grain. 

In  addition  to  setting  new  Federal 
guidelines  on  quality,  the  bill  calls  on 
the  Agriculture  Department  to  study 
ways  in  which  incentives  in  the 
market  can  stimulate  increased  grain 
quality.  Currently,  the  Conunodity 
Credit  Corporation  discounts  grain  for 
poor  quality  but  it  does  not  have  a 
system  to  encourage  the  delivery  to  it 
of  clean,  high  quality  grain.  This  bill 
will  require  USDA  to  study  the  feasi- 
bility of  implementing  such  a  system 
of  premiums  which,  if  implemented  by 
CCC,  can  be  a  powerful  method  by 
which  the  market  provides  an  incen- 
tive for  greater  quality  control  of 
grain  throughout  the  marketing  chan- 
nel. 

In  the  60  years  since  enactment  of 
the  Grain  Standards  Act  and  the  im- 
plementation of  today's  grain  classifi- 
cations, technology  has  also  given 
farmers  new  varieties  of  grains.  Some 
of  these  new  strains  have  been  bred 
for  their  resistance  to  certain  diseases, 
for  their  special  ability  to  adapt  to  cer- 
tain growing  conditions,  and  for  their 
yields.  For  example,  the  crossing  of  a 
Hard  Red  Winter  wheat  with  a  variety 
of  soft  wheat  has  created  a  new  varie- 
ty, known  as  Arkan,  with  extremely 
good  yields.  It  is  rapidly  becoming  one 
of  the  most  popular  wheat  varieties  in 
parts  of  Oklahoma  and  Kansas.  This 
particular  cross  of  varieties  has  the 
visual  appearance  of  a  soft  wheat,  yet 
it  has  the  milling  characteristics  of  a 
hard  wheat.  Under  the  grain  classifica- 
tion rules  now  in  effect,  it  has  been 
classed  as  a  soft  wheat  and  as  a  result 
farmers  have  been  unfairly  and  unde- 
servedly penalized  as  much  as  20  to  25 
cents  per  bushel. 

The  Federal  Grain  Inspection  Serv- 
ice is  considering  several  changes  to  its 
classification  standards  to  account  for 
new  varieties  such  as  Arkan.  With  the 
cooperation  of  farmers,  the  industry, 
and  agricultural  scientists,  work  on  de- 
veloping new  techniques  for  measur- 
ing the  relative  hardness  and  softness 
in  ways  other  than  visual  inspection  is 
proceeding  with  the  hope  that  new 
rules  based  on  this  technology  can  be 
proposed  in  the  not  too  distant  future. 
For  the  time  being,  however,  farmers 
and  the  grain  trade  face  considerable 
uncertainty  about  the  economic  rami- 
fications of  FGIS  policies. 

Those  of  us  from  wheat  producing 
areas,  including  myself  and  Mr.  Rob- 
erts of  Kansas,  have  been  successful 
in  blocking  earlier  proposed  classifica- 
tion changes  and  have  been  successful 
in  prevailing  on  FGIS  to  implement  an 
interim  system  of  classification  ensur- 
ing that  producers  will  not  be  penal- 
ized. Also,  the  1985  farm  bill  requires 
FGIS  to  report  to  us  semiannually  on 


the  progress  it  is  making  to  develop  a 
new  classification  system.  I  am  con- 
vinced, however,  that  we  need  to  go 
further,  and  this  bill  includes  an 
amendment  I  authored  to  protect 
farmers,  grain  processors,  and  grain 
exporters  from  economic  loss  if  FGIS 
changes  classifications. 

The  amendment  provides  that,  sub- 
ject to  appropriations,  the  Secretary 
can  compensate  farmers,  grain  proces- 
sors, grain  exporters,  and  grain  mer- 
chants for  loss  in  the  value  of  their  in- 
ventories if  FGIS  should  implement  a 
new  classification  system  which  would 
result  in  a  lowering  of  the  value  of 
their  stoclis. 

For  example,  in  the  case  of  Arkan, 
FGIS  had  proposed  to  class  it  as  Red 
wheat.  The  grain  trade  calculated  that 
such  a  classification  would  result  in  a 
25-cent  per  bushel  discount  under  the 
price  paid  for  Hard  Red  Winter  wheat. 
Such  a  discount  would  have  been  un- 
warranted since  Arkan  mills  and  is 
used  for  the  same  purposes  as  tradi- 
tional Hard  Red  Winter  wheats.  None- 
theless, the  uncertainty  of  the  new 
classification  would  have  caused  every- 
one holding  Arkan  in  inventory  huge 
losses  because  of  this  Federal  action. 
The  same  situation  presented  itself 
last  harvest  when  FGIS  was  grading 
lots  of  Arkan  as  Mixed  wheat,  a  grade 
traditionally  discounted  below  Hard 
Red  Winter  wheat. 

All  of  us  concerned  about  this  prob- 
lem recognize  that  a  new  classification 
system  needs  to  be  implemented  and 
we  are  encouraging  FGIS  to  act  as  ex- 
peditiously as  possible.  However,  in 
doing  so,  we  want  to  ensure  that  farm- 
ers and  the  grain  trade  are  not  penal- 
ized and  do  not  suffer  tremendous  eco- 
nomic losses.  This  amendment  will 
provide  the  Secretary  with  the  ability 
to  compensate  for  those  losses,  thus 
ensuring  that  he  need  not  withhold 
final  action  on  any  new  classifications 
for  fear  of  the  possible  harmful  eco- 
nomic consequences.  While  in  author- 
ing the  amendment  I  was  most  con- 
cerned about  the  situation  facing 
wheat  producers.  I  do  not  believe  that 
the  application  of  the  amendment 
should  be  restricted  to  wheat  but  that 
it  could  apply  to  all  commodities  regu- 
lated under  the  act  which  might  be 
the  subject  of  similar  actions.  I  believe 
the  amendment  provides  a  sensible 
way  to  proceed  with  new  classifica- 
tions without  imposing  economic  hard- 
ships on  farmers  and  the  grain  trade. 

In  closing,  Mr.  Speaker,  let  me  reit- 
erate my  strong  support  for  the  funda- 
mental intent  of  this  legislation  and 
for  these  two  particular  provisions.  I 
urge  my  colleagues  to  support  the  bill. 

Mr.  DASCHLE.  Mr.  Speaker,  I  rise  in  sup- 
port of  H.R.  5407,  legislation  which  will  pro- 
mote U.S.  agricultural  exports  by  improving 
grain  quality  standards.  As  a  cosponsor  of  this 
bill,  I  am  delighted  that  it  has  been  scheduled 
for  action  in  time  for  enactment  into  law  this 
session. 


The  problem  which  this  bill  addresses— that 
of  dirty  grain  exported  to  foreign  purchasers- 
is  straightforward.  American  farmers  take 
great  pride  in  bringing  clean  grain  to  market. 
Yet,  their  overseas  customers  do  not  always 
receive  the  same  high  quality  grain  because 
dockage  has  been  added  to  the  shipments.  In 
many  cases,  foreign  buyers  cannot  really  be 
sure  what  quality  they  will  receive,  and  farm- 
ers, through  no  fault  of  their  own,  are  losing 
customers  and  income. 

This  situation  has  disturbing  implications  for 
farmers  struggling  to  survive  the  most  devas- 
tating agricultural  depression  in  recent 
memory.  It  also  has  serious  ramifications  on 
our  national  economy  which  is  besieged  by 
mounting  trade  deficits. 

Recent  changes  in  traditional  trading  pat- 
terns illustrate  the  magnitude  of  this  problem. 
According  to  USDA,  U.S.  agricultural  exports 
have  been  declining  in  value  and  in  volume 
since  1981.  In  May,  for  the  first  time  since 
records  have  been  kept,  the  United  States  ex- 
perienced a  negative  agricultural  trade  bal- 
ance. 

U.S.  agricultural  exports  are  facing  strong 
competition  from  other  exporting  countries 
and  from  production  gains  by  traditional  im- 
porting countries.  Also,  a  strong  dollar,  soft 
world  economy,  and  high  real  interest  rates 
have  made  U.S.  agricultural  exports  less  af- 
fordable in  worid  markets.  The  international 
marketplace  has  become  increasingly  com- 
petitive, and  the  effect  of  changed  market 
conditions  has  been  compounded  by  growing 
dissatisfaction  about  the  quality  of  U.S.  grain 
exports. 

The  record  clearly  documents  these  com- 
plaints. For  example,  early  last  year  Egypt 
turned  away  five  shiploads  of  moldly  United 
States  corn.  And,  in  February,  the  Chinese  re- 
ceived two  boatloads  of  U.S.  soybeans  in 
which  good  soybeans  had  been  mixed  with 
hurricane-damaged  soybeans  that  were  so  se- 
verely discolored  they  were  considered  unfit 
for  human  consumption. 

As  U.S.  agricultural  exports  decline  and  re- 
ports of  foreign  dissatisfaction  with  the  quality 
of  our  grain  exports  increase,  South  Dakota 
farmers  ask  me  daily  why  we  allow  dirty  grain 
out  of  our  ports.  That  is  a  very  legitimate 
question. 

This  is  not  a  new  problem.  Nor  is  it  a  prob- 
lem that  the  House  of  Representatives  is  con- 
sidering today  for  the  first  time. 

The  House  Agriculture  Committee  and  the 
full  House  of  Representatives,  addressed  the 
problem  of  dirty  grain  in  the  1985  farm  bill.  In 
fact,  much  of  the  language  of  the  bill  we  are 
considering  today  was  contained  in  the 
House-passed  version  of  the  1985  farm  bill, 
only  to  be  dropped  in  conference  with  the 
Senate. 

The  House  also  addressed  this  issue  when 
it  considered  the  omnibus  trade  bill  (H.R. 
4800)  last  spring.  This  legislation  remains  bot- 
tled up  in  committee  in  the  Senate. 

Mr.  Speaker,  the  House  is  on  record  con- 
cerning the  importance  of  cleaning  up  of  our 
grain.  It  has  passed  legislation  twice  in  the 
last  year  which  addresses  the  problem.  Yet, 
each  initiative  has  been  sidetracked  in  the 
Senate. 
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Today  we  present  a  new  vehicle  for  solving 
this  problem.  Rather  than  including  dirty  grain 
language  in  broader  legislation,  we  offer  a  bill 
which  deals  exclusively  with  this  issue. 

The  problem  of  dirty  grain  arises  when 
dockage  and  other  foreign  materials  are  re- 
moved from  grains  as  they  are  cleaned,  only 
to  be  added  back  with  the  grain  later  to  in- 
crease the  volume  of  grain  shipped.  H.R. 
5407  would  end  this  practice  by  prohibiting 
the  recombination  of.dockage  or  foreign  mate- 
rials, including  dust,  in  any  grains  marketed  in 
the  United  States  or  exported  abroad. 

The  bill  contains  several  exceptions  from 
this  general  prohibition.  Exceptions  are  made 
for  insecticides  and  dust  suppressants.  The 
bill  also  allows  the  addition  of  any  foreign  ma- 
terial that  the  Agriculture  Department  deter- 
mines to  be  in  the  interests  of  grain  producers 
but  which  does  not  lessen  overall  grain  qual- 
ity. The  adding  back  of  nongrain  material  will 
still  allow  the  blending  of  grain  with  similar 
grain  of  a  different  quality  to  adjust  the  quality 
of  the  resulting  mixture,  and  for  the  continued 
separate  marketing  of  dockage  as  feedstocks 
for  livestock,  poultry,  and  fish. 

H.R.  5407  provides  that  when  a  grain  pro- 
ducer, merchant,  processor,  or  exporter  can 
show  that  a  loss  of  value  resulted  from  a 
change  in  official  Government  grain  classifica- 
tions, the  Agriculture  Department  shall  com- 
pensate the  injured  party  for  the  loss.  The  bill 
also  requires  that  within  6  months,  the  Federal 
Grain  Inspection  Service  must  issue  final  regu- 
lations to  improve  grain  inspection  procedures 
and  standards  to  more  accurately  reflect  the 
true  levels  of  insect  infestation  in  grains. 

Mr.  Speaker,  H.R.  5407  will  make  sure  that 
the  quality  of  our  grain  exports  meets  legiti- 
mate expectations  by  tightening  up  grain 
standards.  This  is  a  necessary  step,  and  I 
urge  adoption  of  this  bill. 

However,  tighter  standards  alone  will  not  be 
enough.  Their  enforcement  must  also  be 
strengthened.  New  standards  will  not  be  ef- 
fective if  the  Federal  Grain  Inspection  Service 
does  not  aggressively  enforce  existing  crimi- 
nal and  administrative  penalties  for  violations. 

The  enactment  of  H.R.  5407  and  stronger 
enforcement  of  its  provisions  will  strengthen 
worid  buyers'  confidence  in  the  quality  of 
American  grain.  This  dual  approach  will  help 
our  farmers.  It  will  help  our  balance  of  trade. 
And,  it  will  help  our  Nation's  economy. 

D  1330 

Mr.  DE  LA  GARZA.  Mr.  Speaker,  I 
yield  back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  Texas  [Mr.  de  la 
Garza]  that  the  House  suspend  the 
rules  and  pass  the  bill,  H.R.  5407.  as 
amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill, 
as  amended,  was  passed. 

The  title  of  the  bill  was  amended  so 
as  to  read:  "A  bill  to  amend  the  United 
States  Grain  Standards  Act  to  encour- 
age the  provision  of  grain  of  high 
quality  to  both  domestic  and  foreign 
buyers,  to  better  define  the  purposes 
of  the  official  United  States  standards 


for  grain,  to  provide  for  improved  reg- 
ulation of  dockage  and  foreign  materi- 
al in  grain,  and  for  other  purposes." 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  DE  la  GARZA.  Mr.  Speaker,  I 
ask  unanimous  consent  that  all  Mem- 
bers may  have  5  legislative  days  in 
which  to  revise  and  extend  their  re- 
marks on  H.R.  5407,  the  bill  just 
passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the- 
gentleman  from  Texas? 

There  was  no  objection. 


PARLIAMENTARY  INQUIRY 

Mr.  GEKAS.  Mr.  Speaker,  I  have  a 
parliamentary  inquiry. 

The  Speaker  pro  tempore.  The  gen- 
tleman will  state  it. 

Mr.  GEKAS.  Mr.  Speaker,  listed  on 
the  agenda  for  today  is  No.  11,  the 
hate  crimes  bill.  The  gentleman  from 
Kansas  [Mr.  Glickmam]  and  I  are  vi- 
tally interested  in  proceeding  with 
this,  but  there  is  no  Member  from  the 
subcommittee  that  had  jurisdiction 
over  this  bill  to  present  the  bill. 

The  point  of  parliamentary  inquiry 
that  I  am  making,  Mr.  Speaker,  is, 
under  a  unanimous-consent  request 
posed  by  this  Member,  could  the  body 
entertain  this  bill  if  presented  by  any 
member  of  the  Committee  on  the  Ju- 
diciary? 

Mr.  GLICKMAN.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  GEKAS.  I  yield  to  the  gentle- 
man from  Kansas. 

Mr.  GLICKMAN.  Mr.  Speaker,  I 
have  talked  to  the  gentleman  from 
Pennsylvania  [Mr.  Gekas]  about  this. 
This  bill  is  a  bill  that  I  am  a  sponsor 
of,  so  I  am  interested  in  seeing  it 
move. 

I  am  told  that  the  gentleman  from 
Texas  [Mr.  Byrant],  a  member  of  the 
subcommittee,  is  the  one  who  has  been 
designated  by  the  chairman  of  the 
subcommittee  to  handle  the  bill. 

Mr.  GEKAS.  I  understand. 

Mr.  GLICKMAN.  He  should  be  here 
fairly  soon,  Mr.  Speaker,  and  I  do  not 
believe  that  the  bill  will  be  prejudiced. 
I  think  it  can  be  heard  at  any  time 
that  he  comes.  Is  that  not  correct? 

Mr.  GEKAS.  Mr.  Speaker,  if  I  may 
recapture  my  time,  this  is  a  burning 
question  in  my  mind,  and  has  been 
ever  since  I  have  been  a  Member  of 
Congress. 

I  want  to  know  why  it  is  impossible 
for  us  to  proceed  with  a  suspension 
bill  if,  under  unanimous  consent,  we 
can  gain  the  right  to  have  any  member 
of  the  committee  present  a  bill  which 
is  routine  in  nature,  and  which  has  no 
substantial  opposition,  and  which  can 
clear  up  the  agenda  faster  than  we 
normally  can  accomplish  around  here. 


The  SPEAKER  pro  tempore  (Mr. 
HoYER).  The  Chair  appreciates  the 
gentleman's  burning  interest  in  this 
legislation.  The  Chair  has  the  discre- 
tion whom  to  recognize  for  a  motion 
to  suspend  the  rules,  and  is  exercising 
that  discretion,  because  we  do  under- 
stand that  the  gentleman  who  is 
charged  with  responsibility  by  the 
committee  to  handle  the  bill  on  the 
floor  will  be  here  shortly. 

So  the  Speaker  is  simply  exercising 
his  discretion  to  try  to  give  the  gentle- 
man that  opportunity  to  get  to  the 
floor. 

Mr.  GEKAS.  That  is  fine  with  me, 
Mr.  Speaker.  Am  I  to  understand, 
then,  that  the  answer  to  my  parlia- 
mentary inquiry  is  that  the  Chair  has 
first  the  discretion  to  do  so  and  sec- 
ondly the  question  is.  Could  a  Member 
from  the  floor  gain  unanimous  con- 
sent to  proceed  as  follows? 

The  SPEAKER  pro  tempore.  The 
Chair  will  decline  to  answer  that  ques- 
tion at  this  point  in  time,  and  simply 
inform  the  Member  that  the  Chair,  at 
this  time,  is  not  exercising  his  discre- 
tion to  recognize  another  Member. 

Mr.  GEKAS.  We  would  request,  Mr. 
Speaker,  the  gentleman  from  Kansas 
[Mr.  Glickman]  and  I,  that  this  par- 
ticular bill  be  postponed  until  later  in 
the  day  until  we  gather  our  forces. 

The  SPEAKER  pro  tempore.  The 
Chair  has  that  discretion,  and  the 
Chair  wants  to  assure  the  gentleman 
that  the  Chair  intends  to  have  the 
gentlemen  from  Pennsylvania  and 
Kansas  present  at  the  time  this  bill  is 
considered. 

Mr.  GEKAS.  I  thank  the  Chair. 


EDUCATION  OF  THE  HANDI- 
CAPPED ACT  AMENDMENTS  OF 
1986 

Mr.  WILLIAMS.  Mr.  Speaker,  I 
move  to  suspend  the  rules  and  pass 
the  bill  (H.R.  5520)  to  amend  the  Edu- 
cation of  the  Handicapped  Act  to  reau- 
thorize the  discretionary  programs 
under  that  act,  to  authorize  an  early 
intervention  program  under  that  act 
for  handicapped  infants  and  toddlers 
and  their  families,  and  for  other  pur- 
poses, as  amended. 

The  Clerk  read  as  follows: 

H.R.  5520 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    Slates    of 
America  in  Congress  assembled, 

SHCriOS  I.  SHORT  TITLE:  REfEREME. 

(a)  Short  Title.— This  Act  may  be  cited  as 
the  "Education  of  the  Handicapped  Act 
Amendments  of  1986". 

(b)  Reference.— References  in  this  Act  to 
"the  Act"  are  references  to  the  Education  of 
the  Handicapped  Act 
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TITLE  I— HANDICAPPED  ISFANTS  AND 
TODDLERS 

SKC.  lit.  ADMTIOS  Of  A  SKW  FART  RHUTISU  W 
HAMUCAPPKO  l.yfASTS  AM)  TUIh 
DLKKS. 

la)  AMENDHENT.—The  Act  is  amended  by 
iTuerling  after  the  part  added  by  section  316 
the  following  new  part 

"Part  H— Handicapped  Infants  and 
Toddlers 

"FINDINGS  and  POUCY 

"Sec.  671.  <a)  FiNDiNOS.—The  Congress 
finds  that  there  is  an  urgent  and  substantial 
need— 

"(1)  to  enhance  the  development  of  handi- 
capped infants  and  toddlers  and  to  mini- 
mize their  potential  for  developmental 
delay. 

"121  to  reduce  the  educational  costs  to  our 
society,  including  our  Nation's  schools,  by 
minimizing  the  need  for  special  education 
and  related  services  after  handicapped  in- 
fants and  toddlers  reach  school  age. 

"(3)  to  minimize  the  likelihood  of  institu- 
tionalization of  handicapped  individuals 
and  maximize  the  potential  for  their  inde- 
pendent living  in  society,  and 

"(4)  to  enhance  the  capacity  of  families  to 
meet  the  special  needs  of  their  ijxfants  and 
toddlers  with  handicaps. 

"lb)  PoucY.—It  is  therefore  the  policy  of 
the  United  States  to  provide  financial  as- 
sistance to  States— 

"ID  to  develop  and  implement  a  state- 
wide, comprehensive,  coordinated,  multidis- 
ciplinary.  interagency  program  of  early 
intervention  services  for  handicapped  in- 
fants and  toddlers  and  their  families, 

"(2)  to  facilitate  the  coordination  of  pay- 
ment for  early  intervention  services  from 
Federal,  State,  local,  and  private  sources 
lincluding  public  and  private  insurance 
coverage),  and 

"13)  to  enhance  its  capacity  to  provide 
quality  early  intervention  services  and 
expand  and  improve  existing  early  interven- 
tion services  being  provided  to  handicapped 
infants,  toddlers,  and  their  families. 

"DEFINITIONS 

"Sec.  672.  As  used  in  this  part— 

"ID  The  term  'handicapped  infants  and 
toddlers'  means  individuals  from  birth  to 
age  2,  inclusive,  who  need  early  intervention 
services  because  they— 

"lA)  are  experiencing  developmental 
delays,  as  measured  by  appropriate  diagnos- 
tic instruments  and  procedures  in  one  or 
more  of  the  following  areas:  Cognitive  devel- 
opment physical  development,  language 
and  speech  development,  psychosocial  devel- 
opment, or  self-help  skills,  or' 

"IB)  have  a  diagnosed  physical  or  mental 
condition  which  has  a  high  probability  of 
resulting  in  developmental  delay. 
Such  term  may  also  include,  at  a  State's  dis- 
cretion, individuals  from  birth  to  age  2.  in- 
clusive, who  are  at  risk  of  having  substan- 
tial developmental  delays  if  early  interven- 
tion services  are  not  provided. 

'I2>  'Early  intervention  services'  are  devel- 
opmental services  which— 

"lA)  are  provided  under  public  supervi- 
sion. 

"IB)  are  provided  at  no  cost  except  where 
Federal  or  State  law  provides  for  a  system  of 
payments  by  families,  including  a  schedule 
of  sliding  fees. 

"lO  are  designed  to  meet  a  handicapped 
infant's  or  toddler's  developmental  needs  in 
any  one  or  more  of  the  following  areas: 

"li)  physical  development, 

"Hi)  cognitive  development. 

"liiij  language  and  speech  development. 


"liv)  psycho-social  development,  or 

"Iv)  self-help  skills, 

"ID)  meet  the  standards  of  the  State,  in- 
cluding the  requirements  of  this  part, 

"IE)  include— 

"li)  family  training,  counseling,  and  home 
visits, 

"Hi)  special  instruction, 

"liii)  speech  pathology  and  audiology, 

"liv)  occupational  therapy, 

"Iv)  physical  therapy. 

"Ivi)  psychological  services, 

"Ivii)  case  management  services, 

"iviii)  medical  services  only  for  diagnostic 
or  evaluation  purposes, 

"(ix)  early  identification,  screening,  and 
assessment  services,  and 

"Ix)  health  services  necessary  to  enable  the 
infant  or  toddler  to  benefit  from  the  other 
early  intervention  services, 

"IF)  are  provided  by  qualified  personnel, 
including— 

"li)  special  educators. 

"Hi)  speech  and  language  pathologists  and 
audiologists. 

"Hiii  occupational  therapists. 

"liv)  physical  therapists. 

"Iv)  psychologists. 

"Ivi)  social  workers. 

"Ivii)  nurses,  and 

"Iviii)  nutritionists,  and 

"IG)  are  provided  in  conformity  with  an 
individualized  family  service  plan  adopted 
in  accordance  with  section  677. 

"13)  The  term  'developmental  delay'  has 
the  meaning  given  such  term  by  a  State 
under  section  676lb)ll). 

"14)  The  term  'Council'  means  the  State 
Interagency  Coordinating  Council  estab- 
lished under  section  682. 

"general  AUTHORITY 

"Sec.  673.  The  Secretary  shall,  in  accord- 
ance with  this  part,  make  grants  to  States 
ifrom  their  allocations  under  section  684)  to 
assist  each  State  to  develop  a  statewide, 
comprehensive,  coordinated,  multidiscipli- 
nary,  interagency  system  to  provide  early 
intervention  services  for  handicapped  in- 
fants and  toddlers  and  their  families. 

"GENERAL  ELIGIBILITY 

"Sec.  674.  In  order  to  be  eligible  for  a 
grant  under  section  673  for  any  fiscal  year, 
a  State  shall  demonstrate  to  the  Secretary 
Hn  its  application  under  section  678)  that 
the  State  has  established  a  State  Interagency 
Coordinating  Council  which  meets  the  re- 
quirements of  section  682. 

"CONTINVING  ELIGIBILITY 

"Sec.  675.  la)  First  Two  Years.— In  order 
to  be  eligible  for  a  grant  under  section  673 
for  the  first  or  second  year  of  a  State's  par- 
ticipation under  this  part,  a  State  shall  in- 
clude in  its  application  under  section  678 
for  that  year  assurances  that  funds  received 
under  section  673  shall  be  used  to  assist  the 
State  to  plan,  develop,  and  implement  the 
statewide  system  required  by  section  676. 

'lb)  Third  and  Fourth  Year.  — id  In  order 
to  be  eligible  for  a  grant  under  section  673 
for  the  third  or  fourth  year  of  a  State's  par- 
ticipation under  this  part,  a  State  shall  in- 
clude in  its  application  under  section  678 
for  that  year  information  and  assurances 
demonstrating  to  the  satisfaction  of  the  Sec- 
retary that— 

"lA)  the  State  has  adopted  a  policy  which 
incorporates  all  of  the  components  of  a 
statewide  system  in  accordance  with  section 
676  or  obtained  a  waiver  from  the  Secretary 
under  paragraph  12). 

"iB)  funds  shall  be  used  to  plan,  develop, 
and  implement  the  statewide  system  re- 
quired by  section  676,  and 

"(C)  such  statewide  system  will  be  in  effect 
no  later  than  the  beginning  of  the  fourth 


year  of  the  State's  participation  under  sec- 
tion 673.  except  that  vnth  respect  to  section 
676lb)l4),  a  State  need  only  conduct  multi- 
disciplinary  assessments,  develop  individ- 
ualized family  service  plans,  and  make 
available  case  management  services. 

"12)  Notwithstanding  paragraph  (1),  the 
Secretary  may  permit  a  State  to  continue  to 
receive  assistance  under  section  673  during 
such  third  year  even  if  the  State  has  not 
adopted  the  policy  required  by  paragraph 
1 1)1  A)  before  receiving  assistance  if  the  State 
demonstrates  in  its  application— 

"I A)  that  the  State  has  made  a  good  faith 
effort  to  adopt  such  a  policy. 

"IB)  the  reasons  why  it  was  unable  to  meet 
the  timeline  and  the  steps  remaining  before 
such  a  policy  will  be  adopted,  and 

"iCi  an  assurance  that  the  policy  will  t>e 
adopted  and  go  into  effect  before  the  fourth 
year  of  such  assistance. 

"Ic)  Fifth  and  Succeeding  Years.— In 
order  to  be  eligible  for  a  grant  under  section 
673  for  a  fifth  and  any  succeeding  year  of  a 
State's  participation  under  this  part,  a 
State  shall  include  in  its  application  under 
section  678  for  that  year  information  and 
assurances  demonstrating  to  the  satisfac- 
tion of  the  Secretary  that  the  State  has  in 
effect  the  statewide  system  required  by  sec- 
tion 676  and  a  description  of  services  to  be 
provided  under  section  676lb)l2). 

"Id)  Exception.— Notwithstanding  subsec- 
tions la)  and  lb),  a  State  which  has  in  effect 
a  State  law.  enacted  before  September  1, 
1986,  that  requires  the  provision  of  free  ap- 
propriate public  education  to  handicapped 
children  from  birth  through  age  2,  inclusive, 
shall  be  eligible  for  a  grant  under  section 
673  for  the  first  through  fourth  years  of  a 
State's  participation  under  this  part 

"REQUIREMENTS  FOR  STATEWIDE  SYSTEM 

"Sec.  676.  la)  In  General.— A  statewide 
system  of  coordinated,  comprehensive,  mul- 
tidisciplinary,  interagency  programs  pro- 
viding appropriate  early  intervention  serv- 
ices to  all  handicapped  infants  and  toddlers 
and  their  families  shall  include  the  mini- 
mum components  under  subsection  lb). 

"lb)  Minimum  Components.— The  statewide 
system  required  by  subsection  la)  shall  in- 
clude, at  a  minimum— 

"ID  a  definition  of  the  term  'developmen- 
tally  delayed'  that  will  be  used  by  the  State 
in  carrying  out  programs  under  this  part, 

"12)  timetables  for  ensuring  that  appropri- 
ate early  inten^ention  services  will  be  avail- 
able to  all  handicapped  infants  and  toddlers 
in  the  State  before  the  beginning  of  the  fifth 
year  of  a  State's  participation  under  this 
part. 

"13)  a  timely,  comprehensive,  multidisci- 
plinary  evaluation  of  the  functioning  of 
each  handicapped  infant  and  toddler  in  the 
State  and  the  needs  of  the  families  to  appro- 
priately assist  in  the  development  of  the 
handicapped  infant  or  toddler, 

"14)  for  each  handicapped  infant  and  tod- 
dler in  the  State,  an  individualized  family 
service  plan  in  accordance  with  section  677. 
including  case  management  services  in  ac- 
cordance with  such  service  plan, 

"151  a  comprehensive  child  find  system, 
consistent  with  part  B.  including  a  system 
for  making  referrals  to  service  providers 
that  includes  timelines,  and  provides  for  the 
participation  by  primary  referral  sources, 

"16)  a  public  awareness  program  focusing 
on  early  identification  of  handicapped  in- 
fants and  toddlers. 

"17)  a  central  directory  u;hich  includes 
early  intervention  senices,  resources,  and 
experts  available  in  the  Slate  and  research 
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and  demonstration  projects  beiny  conducted 
in  the  State, 

"fSI  a  comprehensive  system  of  personnel 
development, 

"f9)  a  single  line  of  responsibility  in  a 
lead  agency  designated  or  established  by  the 
Governor  for  carrying  out— 

"fAJ  the  general  administration,  supervi- 
sion, and  monitoring  of  programs  and  ac- 
tivities receiving  assistance  under  section 
673  to  ensure  compliance  with  this  part, 

"fBJ  the  identification  and  coordination 
of  all  available  resources  toithin  the  State 
from  Federal  State,  local  and  private 
sources, 

"fCJ  the  assignment  of  financial  respoTisi- 
bility  to  the  appropriate  agency, 

"fDJ  the  development  of  procedures  to 
ensure  that  services  are  provided  to  handi- 
capped  infants  and  toddlers  and  their  fami- 
lies in  a  timely  manner  pending  the  resolu- 
tion of  any  disputes  among  public  agencies 
or  service  promders, 

"fE)  the  resolution  of  intra-  and  inter- 
agency disputes,  and 

"tF)  the  entry  into  formal  interagency 
agreements  that  define  Oie  financial  respon- 
sibility of  each  agency  for  paying  for  early 
intervention  services  fconsistent  with  Stale 
law)  and  procedures  for  resolving  disputes 
and  that  include  all  additional  components 
necessary  to  ensure  meaningful  cooperation 
and  coordination, 

"tlO)  a  policy  pertaining  to  the  contract- 
ing or  making  of  other  arrangements  with 
service  providers  to  provide  early  interven- 
tion services  in  the  State,  consistent  vnth 
the  provisions  of  this  part,  including  the 
contents  of  the  application  used  and  the 
conditions  of  the  contract  or  other  arrange- 
ments, 

"til)  a  procedure  for  securing  timely  reim- 
bursement of  funds  used  under  this  part  in 
accordance  with  section  681  fa), 

"fl2)  procedural  safeguards  with  respect 
to  programs  under  this  part  as  required  by 
section  680,  and 

"fl3)  policies  and  procedures  relating  to 
the  establishment  and  maintenance  of 
standards  to  ensure  that  personnel  neces- 
sary to  carry  out  this  part  are  appropriately 
and  adequately  prepared  and  trained,  in- 
cluding— 

"fA)  the  establishment  and  maintenance 
of  standards  which  are  consistent  with  any 
State  approved  or  recognized  certification, 
licensing,  registration,  or  other  comparable 
requirements  which  apply  to  the  area  in 
which  such  personnel  are  providing  early 
intervention  services,  and 

"fB)  to  the  extent  such  standards  are  not 
based  on  the  highest  requirements  in  the 
State  applicable  to  a  specific  profession  or 
discipline,  the  steps  the  State  is  taking  to  re- 
quire the  retraining  or  hiring  of  personnel 
that  meet  appropriate  professional  require- 
ments in  the  State,  and 

"fl4)  a  system  for  compiling  data  on  the 
numbers  of  handicapped  infants  and  tod- 
dlers and  their  families  in  the  State  in  need 
of  appropriate  early  intervention  services 
f  which  may  be  based  on  a  sampling  of  data), 
the  numbers  of  such  in/ants  and  toddlers 
and  their  families  served,  the  types  of  serv- 
ices provided  (which  may  be  based  on  a 
sampling  of  data),  and  other  information  re- 
quired by  the  Secretary. 

"INDIVIDUALIZED  FAMILY  SERVICE  PLAN 

"Sec.  677.  fa)  Assessment  and  Program 
Development.— Each  handicapped  infant  or 
toddler  and  the  infant  or  toddler's  family 
shall  receive— 

"fl)  a  multidisciplinary  assessment  of 
unique  needs  and  the  identification  of  serv- 
ices appropriate  to  meet  siich  needs,  and 


"f2)  a  written  individuxdized  family  serv- 
ice plan  developed  by  a  multidisciplinary 
team,  including  the  parent  or  guardian,  as 
required  by  subsection  (d). 

"fb)  Periodic  Review.— The  individualized 
family  service  plan  shall  be  evaluated  once  a 
year  and  the  family  shall  be  provided  a 
review  of  the  plan  at  6  month-intervals  for 
more  often  where  appropriate  based  on 
infant  and  toddler  and  family  needs). 

"fc)  Promptness  After  Assessment.— The 
individualized  family  service  plan  shall  be 
developed  within  a  reasonable  time  after  the 
assessment  required  by  subsection  fa)fl)  is 
completed.  With  the  parent's  consent,  early 
intervention  sermces  may  commence  prior 
to  the  completion  of  such  assessment 

"fd)  Content  of  Plan.— The  individualized 
family  service  plan  shall  be  in  writing  and 
contain— 

"fl)  a  statement  of  the  infant's  or  toddler's 
present  levels  of  physical  development,  cog- 
nitive development,  language  and  speech  de- 
velopment, psycho-social  development,  and 
self-help  skills,  based  on  acceptable  objective 
criteria, 

"f2)  a  statement  of  the  family's  strengths 
and  needs  relating  to  enhancing  the  develop- 
ment of  the  family's  handicapped  injant  or 
toddler, 

"f3)  a  statement  of  the  major  outcomes  ex- 
pected to  be  achieved  for  the  infant  and  tod- 
dler and  the  family,  and  the  criteria,  proce- 
dures, and  timelines  used  to  determine  the 
degree  to  which  progress  torcard  achieving 
the  outcomes  are  being  made  and  whether 
modifications  or  revisions  of  the  outcomes 
or  services  are  necessary, 

"f4)  a  statement  of  specific  early  interven- 
tion services  necessary  to  meet  the  unique 
needs  of  the  infant  or  toddler  and  the 
family,  including  the  frequency,  intensity, 
and  the  method  of  delivering  services, 

"(S)  the  projected  dates  for  initiation  of 
services  and  the  anticipated  duration  of 
such  services, 

"f6)  the  name  of  the  case  manager  from 
the  profession  most  immediately  relevant  to 
the  infant's  and  toddler's  or  family's  needs 
who  unll  be  responsible  for  the  implementa- 
tion of  the  plan  and  coordination  with  other 
agencies  and  persons,  and 

"f7)  the  steps  to  be  taken  supporting  the 
transition  of  the  handicapped  toddler  to 
services  provided  under  part  B  to  the  extent 
such  services  are  considered  appropriate. 
"state  appucation  and  assurances 

"Sec.  678.  fa)  Appucation.— Any  State  de- 
siring to  receive  a  grant  under  section  673 
for  any  year  shall  submit  an  application  to 
the  Secretary  at  such  time  and  in  such 
manner  as  the  Secretary  may  reasonably  re- 
quire by  regulation.  Such  an  application 
shall  contain— 

"(1)  a  designation  of  the  lead  agency  in 
the  State  that  will  be  responsible  for  the  ad- 
ministration of  funds  provided  under  sec- 
tion 673, 

"f2)  information  demonstratirhg  eligibility 
of  the  State  under  section  674, 

"f3)  the  information  or  assurances  re- 
quired to  demonstrate  eligibility  of  the  State 
for  the  particular  year  of  participation 
under  section  675,  and 

"f4)fA)  information  demonstrating  that 
the  State  has  provided  fi)  public  hearings, 
fii)  adequate  notice  of  such  hearings,  and 
(Hi)  an  opportunity  for  comment  to  the  gen- 
eral public  before  the  submission  of  such  ap- 
plication and  before  the  adoption  by  the 
State  of  the  policies  described  in  such  appli- 
cation, and  fB)  a  summary  of  the  public 
comments  and  the  State's  responses, 

"(5)  a  description  of  the  uses  for  which 
funds  will  be  expended  in  accordance  with 


this  part  and  for  the  fifth  and  succeeding 
fiscal  years  a  description  of  the  services  to 
be  provided, 

"f6)  a  description  of  the  procedure  used  to 
ensure  an  equitable  distribution  of  resources 
made  available  under  this  part  among  all 
geographic  areas  within  the  State,  and 

"f7)  such  other  information  and  assur- 
ances as  the  Secretary  may  reasonably  re- 
quire by  regulation. 

"fb)  Statement  of  Assurances.— Any  State 
desiring  to  receive  a  grant  under  section  673 
shall  file  unth  the  Secretary  a  statement  at 
such  time  and  in  such  TTianner  as  the  Secre- 
tary may  reasonably  require  by  regulation. 
Such  statement  shall— 

"(1)  assure  that  funds  paid  to  the  State 
under  section  673  will  be  expended  in  ac- 
cordance iDith  this  part, 

"(2)  contain  assurances  that  the  State  unll 
comply  unth  the  requirements  of  section  681, 

"f3)  provide  satisfactory  assurance  that 
the  control  of  funds  provided  under  section 
673,  and  title  to  property  derived  therefrom, 
shall  be  in  a  public  agency  for  the  uses  and 
purposes  provided  in  this  part  and  that  a 
public  agency  will  administer  such  funds 
and  property, 

"(4)  provide  for  fA)  making  such  reports 
in  such  form  and  containing  such  informa- 
tion as  the  Secretary  may  require  to  carry 
out  the  Secretary's  functions  under  this 
part,  and  (B)  keeping  such  records  and  af- 
fording such  access  thereto  as  the  Secretary 
may  find  necessary  to  assure  the  correctness 
and  verification  of  such  reports  and  proper 
disbursement  of  Federal  funds  under  this 
part, 

"(5)  provide  satisfactory  assurance  that 
Federal  funds  made  available  under  section 
673  fA)  will  not  be  commingled  unth  State 
funds,  and  fB)  will  be  so  used  as  to  supple- 
ment and  increase  the  level  of  State  and 
local  funds  expended  for  handicapped  in- 
fants and  toddlers  and  their  families  and  in 
no  case  to  supplant  such  State  and  local 
funds, 

"f6)  provide  satisfactory  assurance  that 
such  fiscal  control  and  fund  accounting  pro- 
cedures will  be  adopted  as  may  be  necessary 
to  assure  proper  disbursement  of,  and  ac- 
counting for.  Federal  funds  paid  under  sec- 
tion 673  to  the  State,  and 

"f7)  such  other  information  and  assur- 
ances as  the  Secretary  may  reasonably  re- 
quire by  regulatiOTL 

"fO  Approval  of  Appucation  and  Assur- 
ances Required.— No  State  may  receive  a 
grant  under  section  673  unless  the  Secretary 
has  approved  the  application  and  statement 
of  assurances  of  that  State.  The  Secretary 
shall  not  disapprove  such  an  application  or 
statement  of  assurances  unless  the  Secretary 
determines,  after  notice  and  opportunity  for 
a  hearing,  that  the  application  or  statement 
of  assurances  fails  to  comply  with  the  re- 
quirements of  this  section. 

"uses  of  funds 

"Sec.  679.  In  addition  to  using  funds  pro- 
vided under  section  673  to  plan,  develop, 
and  implement  the  stateunde  system  re- 
quired by  section  676,  a  State  may  use  such 
funds— 

"(1)  for  direct  services  for  handicapped  in- 
fants and  toddlers  that  are  not  otherwise 
provided  from  other  public  or  private 
sources,  and 

"f2)  to  expand  and  improve  on  services  for 
handicapped  infants  and  toddlers  that  are 
otherwise  available. 

"PROCEDURAL  SAFEGUARDS 

"Sec.  680.  The  procedural  safeguards  re- 
quired to  be  included  in  a  statewide  system 
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under  section  676(bJ(12)  shall  provide,  at  a 
minimum,  the  following: 

"111  The  timely  administrative  resolution 
0/  complaints  by  parents.  Any  party  ag- 
grieved by  the  findings  and  decision  regard- 
ing an  administrative  complaint  shall  have 
the  right  to  bring  a  civil  action  with  respect 
to  the  complaint,  which  action  may  be 
brought  in  any  State  court  of  competent  ju- 
risdiction or  in  a  district  court  of  the 
United  States  without  regard  to  the  amount 
in  controversy.  In  any  action  brought  under 
this  paragraph,  the  court  shall  receive  the 
records  of  the  administrative  proceedings, 
shall  hear  additional  evidence  at  the  request 
of  a  party,  and.  basing  its  decision  on  the 
preponderance  of  the  evidence,  shall  grant 
such  relief  as  the  court  determines  is  appro- 
priate. 

"f2J  The  right  to  confidentiality  of  person- 
ally identifiable  information. 

"131  The  opportunity  for  parents  and  a 
guardian  to  examine  records  relating  to  as- 
sessment screening,  eligibility  determina- 
tions, and  the  development  and  implementa- 
tion of  the  individualized  family  service 
plan. 

"(4)  Procedures  to  protect  the  rights  of  the 
handicapped  infant  and  toddlers  whenever 
the  parents  or  guardian  of  the  child  are  not 
known  or  unavailable  or  the  child  is  a  ward 
of  the  State,  including  the  assignment  of  an 
individual  (who  shall  not  be  an  employee  of 
the  State  agency  providing  services)  to  act 
as  a  surrogate  for  the  parents  or  guardian. 

"<5i  Written  prior  notice  to  the  parents  or 
guardian  of  the  handicapped  infant  or  tod- 
dler whenever  the  State  agency  or  service 
provider  proposes  to  initiate  or  change  or 
refuses  to  initiate  or  change  the  identifica- 
tion, evaluation,  placement,  or  the  provi- 
sion of  appropriate  early  intervention  serv- 
ices to  the  handicapped  infant  or  toddler. 

"16)  Procedures  designed  to  assure  that  the 
notice  required  by  paragraph  (5)  fully  in- 
forms the  parents  or  guardian,  in  the  par- 
ents' or  guardian's  native  language,  unless 
it  clearly  is  not  feasible  to  do  so,  of  all  proce- 
dures available  pursuant  to  this  section. 

"f7i  During  the  pendency  of  any  proceed- 
ing or  action  involving  a  complaint,  unless 
the  State  agency  and  the  parents  or  guardi- 
an otherwise  agree,  the  child  shall  continue 
to  receive  the  appropriate  early  intervention 
services  currently  being  provided  or  if  ap- 
plying for  initial  services  shall  receive  the 
services  not  in  dispute. 

"PA  YOK  OF  LAST  RESORT 

"Sec.  681.  lai  Nonsubstitution.— Funds 
provided  under  section  673  may  not  be  used 
to  satisfy  a  financial  commitment  for  sen.^- 
ices  which  would  have  been  paid  for  from 
another  public  or  private  source  but  for  the 
enactment  of  this  part,  except  that  whenever 
considered  necessary  to  prevent  the  delay  in 
the  receipt  of  appropriate  early  intervention 
services  by  the  infant  or  toddler  or  family  in 
a  timely  fashion,  funds  provided  under  sec- 
tion 673  may  be  used  to  pay  the  provider  of 
services  pending  reimbursement  from  the 
agency  which  has  ultimate  responsibility  for 
the  payment 

"(bl  Reduction  of  Other  Benefits.— Noth- 
ing in  this  part  shall  be  construed  to  permit 
the  State  to  reduce  medical  or  other  assist- 
ance available  or  to  alter  eligibility  under 
title  V  of  the  Social  Security  Act  /relating  to 
maternal  and  child  health)  or  title  XIX  of 
the  Social  Security  Act  (relating  to  medicaid 
for  handicapped  infants  and  toddlers) 
toithin  the  State. 

"state  interagency  coordinating  council 

"Sec.  682.  (a)  Establishment.— (1)  Any 
Stale  which  tiesires  to  receive  financial  as- 


sistance under  section  673  shall  establish  a 
State  Interagency  Coordinating  Council 
composed  of  15  memtters. 

"(2)  The  Council  and  the  chairperson  of 
the  Council  shall  be  appointed  by  the  Gover- 
nor. In  making  appointments  to  the  Coun- 
cil the  Governor  shall  ensure  that  the  mem- 
t>ership  of  the  Council  reasonably  represents 
the  population  of  the  State. 

"(b)  Composition.— The  Council  shall  be 
composed  of—  ■- 

"(1)  at  least  3  parents  of  handicapped  in- 
fants or  toddlers  or  handicapped  children 
aged  3  through  6,  inclusive, 

"(2)  at  least  3  public  or  private  providers 
of  early  intervention  services, 

"(3)  at  least  one  representative  from  the 
State  legislature, 

"(4)  at  least  one  person  involved  in  per- 
sonnel preparation,  and 

"($)  other  members  representing  each  of 
the  appropriate  agencies  involved  in  the 
provision  of  or  payment  for  early  interven- 
tion services  to  handicapped  infants  and 
toddlers  and  their  families  and  others  select- 
ed by  the  Governor. 

"(c)  Meetings.— The  Council  shall  meet  at 
least  quarterly  and  in  such  places  as  it 
deems  necessary.  The  meetings  shall  be  pub- 
licly announced,  and,  to  the  extent  appro- 
priate, open  and  accessible  to  the  general 
public. 

"(d)  Management  Authority.— Subject  to 
the  approval  of  the  Governor,  the  Council 
may  prepare  and  approve  a  budget  using 
funds  under  this  part  to  hire  staff,  and 
obtain  the  services  of  such  professional, 
technical,  and  clerical  personnel  as  may  be 
necessary  to  carry  out  its  functions  under 
this  part 

"(e)  Functions  of  Council.— The  Council 
shall- 

"(1)  advise  and  assist  the  lead  agency  des- 
ignated or  established  under  section 
676(b)(9)  in  the  performance  of  the  responsi- 
bilities set  out  in  such  section,  particularly 
the  identification  of  the  sources  of  fiscal 
and  other  support  for  services  for  early 
intervention  programs,  assignment  of  finan- 
cial responsibility  to  the  appropriate 
agency,  and  the  promotion  of  the  interagen- 
cy agreements. 

"(2)  advise  and  assist  the  lead  agency  in 
the  preparation  of  applications  and  amend- 
ments thereto,  and 

"(3)  prepare  and  submit  an  annual  report 
to  the  Governor  and  to  the  Secretary  on  the 
status  of  early  intervention  programs  for 
handicapped  infants  and  toddlers  and  their 
families  operated  within  the  State. 

"(f)  Conflict  of  Intereist-No  member  of 
the  Council  shall  cast  a  vote  on  any  matter 
which  would  provide  direct  financial  bene- 
fit to  that  member  or  otherwise  give  the  ap- 
pearance of  a  conflict  of  interest  under  State 
law. 

"(g)  Use  of  Existing  Councils.— To  the 
extent  that  a  State  has  established  a  Council 
before  September  1.  1986.  that  is  comparable 
to  the  Council  described  in  this  section,  such 
Council  shall  be  considered  to  be  in  compli- 
ance with  this  section.  Within  4  years  after 
the  date  the  State  accepts  funds  under  sec- 
tion 673,  such  State  shall  establish  a  council 
that  complies  in  full  with  this  section. 

"FEDERAL  ADMINISTRATION 

"Sec.  683.  Sections  616.  617.  and  620  shall 
to  the  extent  not  inconsistent  with  this  part 
apply  to  the  program  authorized  by  this 
part  except  that— 

"(II  any  reference  to  a  State  educational 
agency  shall  be  deemed  to  be  a  reference  to 
the  State  agency  established  or  designated 
under  section  676(bl(9l. 


"(21  any  reference  to  the  education  of 
handicapped  children  and  the  education  of 
all  handicapped  children  and  the  provision 
of  free  public  education  to  all  handicapped 
children  shall  be  deemed  to  be  a  reference  to 
the  provision  of  services  to  handicapped  in- 
fants and  toddlers  in  accordance  with  this 
part  and 

"(31  any  reference  to  local  educational 
agencies  and  intermediate  educational 
agencies  shall  be  deemed  to  be  a  reference  to 
local  service  providers  under  this  part 

"ALLOCATION  OF  FUNDS 

"Sec.  684.  (al  From  the  sums  appropriated 
to  carry  out  this  part  for  any  fiscal  year,  the 
Secretary  may  reserve  1  percent  for  pay- 
ments to  Guam,  American  Samoa,  the 
Virgin  Islands,  the  Republic  of  the  Marshall 
Islands,  the  Federated  States  of  Micronesia, 
the  Republic  of  Patau,  and  the  Common- 
wealth of  the  Northern  Mariana  Islands  in 
accordance  with  their  respective  needs. 

"(bldl  The  Secretary  shall  make  payments 
to  the  Secretary  of  the  Interior  according  to 
the  need  for  such  assistance  for  the  provi- 
sion of  early  intervention  services  to  handi- 
capped infants  and  toddlers  and  their  fami- 
lies on  reservations  serviced  by  the  elemen- 
tary and  secondary  schools  operated  for  In- 
dians by  the  Department  of  the  Interior  The 
amount  of  such  payment  for  any  fiscal  year 
shall  be  1.25  percent  of  the  aggregate  of  the 
amount  available  to  all  States  under  this 
part  for  that  fiscal  year. 

"(21  The  Secretary  of  the  Interior  may  re- 
ceive an  allotment  under  paragraph  (II  only 
after  submitting  to  the  Secretary  an  applica- 
tion which  meets  the  requirements  of  section 
678  and  which  is  approved  by  the  Secretary. 
Section  616  shall  apply  to  any  such  applica- 
tion. 

"(cKl)  For  each  of  the  fiscal  years  1987 
through  1991  from  the  funds  remaining  after 
the  reservation  and  payments  under  subsec- 
tions (a)  and  (bl,  the  Secretary  shall  allot  to 
each  State  an  amount  which  tiears  the  same 
ratio  to  the  amount  of  such  remainder  as 
the  number  of  infants  and  toddlers  in  the 
State  bears  to  the  number  of  infants  and 
toddlers  in  all  States,  except  that  no  State 
shall  receive  less  than  0.5  percent  of  such  re- 
mainder. 

"(21  For  the  purpose  of  paragraph  (II— 

"(Al  the  terms  'infants'  and  'toddlers' 
mean  children  from  birth  to  age  2,  inclusive, 
and 

"(Bl  the  term  'State'  does  not  include  the 
jurisdictions  described  in  subsection  (al. 

"(dl  If  any  State  elects  not  to  receive  its 
allotment  under  subsection  (cKll,  the  Secre- 
tary shall  reallot  among  the  remaining 
States,  amounts  from  such  State  in  accord- 
ance with  such  subsection. 

"authorization  of  appropriations 
"Sec.  685.  There  are  authorized  to  be  ap- 
propriated to  carry  out  this  part  $50,000,000 
for  fiscal  year  1987.  $75,000,000  for  fiscal 
year  1988.  and  such  sums  as  may  be  neces- 
sary for  each  of  the  3  succeeding  fiscal 
years. ". 

(bl  Study  of  Services;  Coordination  of 
Actions.— (1)  The  Secretary  of  Education 
and  the  Secretary  of  Health  and  Human 
Services  shall  conduct  a  joint  study  of  Fed- 
eral funding  sources  and  services  for  early 
intervention  programs  currently  available 
and  shall  jointly  act  to  facilitate  interagen- 
cy coordination  of  Federal  resources  for 
such  programs  and  to  ensure  that  funding 
available  to  handicapped  infants,  toddlers, 
children,  and  youth  from  Federal  programs, 
other  than  programs  under  the  Education  of 
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the  Handicapped  Act.   is  not  l)eing  with- 
drawn or  reduced. 

12)  Not  later  than  18  months  after  the  date 
of  the  enactment  of  this  Act,  the  Secretary  of 
Education  and  the  Secretary  of  Health  and 
Human  Services  shall  submit  a  joint  report 
to  the  Congress  describing  the  findings  of 
the  study  conducted  under  paragraph  (1) 
and  describing  the  joint  action  taken  under 
that  paragraph. 
TITLE  n— HANDICAPPED  CHILDREN  AGED  3 

TO  5 
.SAT.  ni.  PRE-SiHWH  CHASTS. 

(aJ  Amendment.— Section  619  of  the  Act  (20 
U.S.C.  1419)  is  amended  to  read  as  follows: 

"PRESCHOOL  GRANTS 

"Sec.  619.  (a)ll)  For  fiscal  years  1987 
through  1989  (or  fiscal  year  1990  if  the  Sec- 
retary makes  a  grant  under  this  paragraph 
for  such  fiscal  year)  the  Secretary  shall 
make  a  grant  to  any  State  which— 

"(A)  has  met  the  eligibility  requirements  of 
section  612, 

"(B)  has  a  State  plan  approved  under  sec- 
tion 613,  and 

"(C)  provides  special  education  and  relat- 
ed services  to  handicapped  children  aged 
three  to  five,  inclusive. 

"(2)(A)  For  fiscal  year  1987  the  amount  of 
a  grant  to  a  State  under  paragraph  (1)  may 
not  exceed— 

"(i)  $300  per  handicapped  child  aged  three 
to  five,  inclusive,  who  received  special  edu- 
cation and  related  services  in  such  State  as 
determined  under  section  611(a)(3),  or 

"(ii)  if  the  amount  appropriated  under 
subsection  (e)  exceeds  the  product  of  $300 
and  the  total  number  of  handicapped  chil- 
dren aged  three  to  five,  inclusive,  who  re- 
ceived special  education  and  related  serv- 
ices as  determined  under  section  611(a)(3)— 

"(I)  $300  per  handicapped  child  aged  three 
to  five,  inclusive,  who  received  special  edu- 
cation and  related  services  in  such  State  as 
determined  under  section  611(a)(3),  plus 

"(II)  an  amount  equal  to  the  portion  of 
the  appropriation  available  after  allocating 
funds  to  all  States  under  subclause  (I)  (the 
excess  appropriation)  divided  by  the  esti- 
mated increase,  from  the  preceding  fiscal 
year,  in  the  number  of  handicapped  children 
aged  three  to  five,  incltisive,  who  will  be  re- 
ceiving special  education  and  related  serv- 
ices in  aU  States  multiplied  by  the  estimated 
number  of  such  children  in  such  State. 

"(B)  For  fiscal  year  1988,  funds  shall  be 
distributed  in  accordance  with  clause  (i)  or 
(ii)  of  paragraph  (2)(A),  except  that  the 
amount  specified  therein  shall  be  $400  in- 
stead of  $300. 

"(C)  For  fiscal  year  1989,  funds  shall  be 
distributed  in  accordance  with  clause  (i)  or 
(ii)  of  paragraph  (2)(A),  except  that  the 
amount  specified  therein  shall  be  $500  in- 
stead of  $300. 

"(D)  If  the  Secretary  makes  a  grant  under 
paragraph  (1)  for  fiscal  year  1990,  the 
amount  of  a  grant  to  a  State  under  such 
paragraph  may  not  exceed  $1,000  per  handi- 
capped child  aged  three  to  five,  inclusive, 
who  received  special  education  and  related 
services  in  such  State  as  determined  under 
section  611(a)(3). 

"(E)  If  the  actual  number  of  additional 
children  served  in  a  fiscal  year  differs  from 
the  estimate  made  under  clause  (ii)(II)  of 
the  applicable  subparagraph,  subparagraph 
(A)(ii)(II),  the  Secretary  shall  adjust  (up- 
wards or  downwards)  a  State's  allotment  in 
the  subsequent  fiscal  year. 

"(F)(i)  The  amount  of  a  grant  under  sub- 
paragraph (A),  (B),  or  (C)  to  any  State  for  a 
fiscal  year  may  not  exceed  $3,800  per  esti- 
mated handicapped  child  aged  three  to  five. 


inclusive,  who  will  be  receiving  or  handi- 
capped child,  age  three  to  five,  inclusive, 
who  is  receiving  special  education  and  re- 
lated services  in  such  State. 

"(ii)  If  the  amount  appropriated  under 
subsection  (e)  for  any  fiscal  year  exceeds  the 
amount  of  grants  which  may  6e  made  to  the 
States  for  such  fiscal  year,  the  excess 
amount  appropriated  shall  remain  available 
for  obligation  under  this  section  for  2  suc- 
ceeding fiscal  years. 

"(3)  To  receive  a  grant  under  paragraph 
(1)  a  State  shall  make  an  application  to  the 
Secretary  at  such  time,  in  such  manner,  and 
containing  or  accompanied  by  such  infor- 
mation as  the  Secretary  may  reasonably  re- 
quire. 

"(b)(1)  For  fiscal  year  1990  (or  fiscal  year 
1991  if  required  by  paragraph  (2))  and  fiscal 
years  thereafter  the  Secretary  shall  make  a 
grant  to  any  State  which— 

"(A)  has  met  the  eligibility  requirements  of 
section  612,  and 

"(B)  has  a  State  plan  approved  under  sec- 
tion 613  which  includes  policies  and  proce- 
dures that  assure  the  availability  under  the 
State  law  and  practice  of  such  State  of  a  free 
appropriate  public  education  for  all  handi- 
capped children  aged  three  to  five,  inclusive. 

"(2)  The  Secretary  may  make  a  grant 
under  paragraph  (1)  only  for  fiscal  year 
1990  and  fiscal  years  thereafter,  except  that 
if- 

"(A)  the  aggregate  amount  that  was  appro- 
priated under  subsection  (e)  for  fiscal  years 
1987,  1988.  and  1989  was  less  than 
$656,000,000.  and 

"(B)  the  amount  appropriated  for  fiscal 
year  1990  under  subsection  (el  is  less  than 
$306,000,000. 

the  Secretary  may  not  make  a  grant  under 
paragraph  (1)  until  fiscal  year  1991  and 
shall  make  a  grant  under  subsection  (a)(1) 
for  fiscal  year  1990. 

"(3)  The  amount  of  any  grant  to  any  State 
under  paragraph  (1)  for  any  fiscal  year  may 
not  exceed  $1,000  for  each  handicapped 
child  in  such  State  aged  three  to  five,  inclu- 
sive. 

"(4)  To  receive  a  grant  under  paragraph 
(1)  a  State  shall  make  an  application  to  the 
Secretary  at  such  time,  in  such  manner,  and 
containing  or  accompanied  by  such  infor- 
mation as  the  Secretary  may  reasonably  re- 
quire. 

"(c)(1)  For  fiscal  year  1987,  a  State  which 
receives  a  grant  under  subsection  (a)(1) 
shall— 

"(A)  distribute  at  least  70  percent  of  such 
grant  to  local  educational  agencies  and  in- 
termediate educational  units  in  such  State 
in  accordance  with  paragraph  (3).  except 
that  in  applying  such  section  only  handi- 
capped children  aged  three  to  five,  inclusive, 
shall  be  considered, 

"(B)  use  nof  more  than  25  percent  of  such 
grant  for  the  planning  and  development  of  a 
comprehensive  delivery  system  for  which  a 
grant  could  have  been  made  under  section 
623(b)  in  effect  through  fiscal  year  1987  and 
for  direct  and  support  services  for  handi- 
capped children,  and 

"(C)  use  not  more  than  5  percent  of  such 
grant  for  administrative  expenses  related  to 
the  grant 

"(2)  For  fiscal  years  beginning  after  fiscal 
year  1987.  a  State  which  receives  a  grant 
under  subsection  (a)(1)  or  (b)(1)  shall— 

'(A)  distribute  at  least  75  percent  of  such 
grant  to  local  educational  agencies  and  in- 
termediate educational  units  in  such  State 
in  accordance  with  paragraph  (3).  except 
that  in  applying  such  section  only  handi- 
capped children  aged  three  to  five,  inclusive, 
shall  be  considered, 


"(B)  use  not  more  than  20  percent  of  such 
grant  for  the  planning  and  development  of  a 
comprehensive  delivery  system  for  which  a 
grant  could  have  been  made  under  section 
623(b)  in  effect  through  fiscal  year  1987  and 
for  direct  and  support  services  for  handi- 
capped children,  and 

"(C)  use  not  more  than  5  percent  of  such 
grant  for  administrative  expenses  related  to 
the  grant 

"(3)  From  the  amount  of  funds  available 
to  local  educational  agencies  and  intermedi- 
ate educational  units  in  any  State  under 
this  section,  each  local  educational  agency 
or  intermediate  educational  unit  shaU  6e 
entitled  to— 

"(A)  an  amount  which  bears  the  same 
ratio  to  the  amount  available  under  subsec- 
tion (a)(2)(A)(i)  or  subsection 
<a)(2)(A)(ii)(I),  as  the  case  may  be,  as  the 
number  of  handicapped  children  aged  three 
to  five,  inclusive,  who  received  special  edu- 
cation and  related  services  as  determined 
under  section  611(ai(3)  in  such  local  educa- 
tional agency  or  intermediate  educational 
unit  bears  to  the  aggregate  number  of  handi- 
capped children  aged  three  to  five,  inclusive, 
who  received  special  education  and  related 
services  in  all  local  educational  agencies 
and  intermediate  educational  units  in  the 
State  entitled  to  funds  under  this  section, 
and 

"IB)  to  the  extent  funds  are  available 
under  subsection  (a)(2l(A)(ii)<II),  an 
amount  which  bears  the  same  ratio  to  the 
amount  available  under  subsection 
(a)(2)(A)(ii)(II)  as  the  estimated  number  of 
additional  handicapped  children  aged  three 
to  five,  incliLSive.  who  will  be  receiving  spe- 
cial education  and  related  services  in  such 
local  educational  agency  or  intermediate 
educational  unit  bears  to  the  aggregate 
number  of  handicapped  children  aged  three 
to  five,  inclusive,  who  will  be  receiving  spe- 
cial education  and  related  services  in  all 
local  educational  agencies  and  intermediate 
educational  units  in  the  State  entitled  to 
funds  under  this  section. 

"(d)  If  the  sums  appropriated  under  sub- 
section (e)  for  any  fiscal  year  for  making 
payments  to  States  under  subsection  (aid) 
or  (bid)  are  not  sufficient  to  pay  tn  full  the 
maximum  amounts  which  all  States  may  re- 
ceive under  such  subsection  for  such  fiscal 
year,  the  maximum  amounts  which  all 
States  may  receive  under  such  subsection  for 
such  fiscal  year  shall  be  ratably  reduced  by 
first  ratably  reducing  amounts  computed 
under  the  excess  appropriation  provision  of 
subsection  (al(2l(Alliil(III.  If  additional 
funds  become  available  for  making  such 
payments  for  any  fiscal  year  during  which 
the  preceding  sentence  is  applicable,  the  re- 
duced maximum  amounts  shall  be  increased 
on  the  same  basis  as  they  were  reduced 

"(e)  For  grants  under  subsections  (a)(1) 
and  (b)(1)  there  are  authorized  to  be  appro- 
priated such  sums  as  may  be  necessary.  ". 

(b)  Conforming  Amendments.— 

(II  Section  611(ai(l)iA)  of  the  Act  (20 
U.S.C.  1411(a)(1)(A))  is  amended  to  read  as 
follows: 

"'A)  the  number  of  handicapped  children 
aged  3-5,  inclusive,  in  a  State  who  are  re- 
ceiving special  education  and  related  serv- 
ices as  determined  under  paragraph  (3)  'if 
the  State  is  eligible  for  a  grant  under  section 
619  and  the  number  of  handicapped  chil- 
dren aged  6-21,  inclusive,  in  a  State  who  are 
receiving  special  education  and  related  serv- 
ices as  so  determined:". 

(21(A)  Section  611(g)(1)  of  the  Act  is 
amended  by  striking  out  "this  part"  each 
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place  it  occurs  and  inserting  in  lieu  thereof 
"iubaection  (a)". 

IB)  Section  611tgKl>  of  the  Act  is  amended 
by  inserting  "under  sut>section  fhJ"  after 
"appropriated". 

(CJ  Section  611(g)(2)  of  the  Act  is  amended 
by  striking  out  "this  part"  the  first  place  it 
occurs  and  inserting  in  lieu  thereof  "this 
section  ". 

(3)  Section  611  of  the  Act  is  amended  by 
adding  at  the  end  the  following: 

"(h)  For  grants  under  subsection  (a)  there 
are  authorised  to  be  appropriated  such  sums 
as  may  be  necessary. ". 

(c)  Effective  Date.— The  amendment 
made  by  subsection  la)  shall  take  effect  with 
respect  to  the  school  year  19871988. 

sec.  2ti.  EUCIBILITY  FOR  FISASCIAL  ASSISTAME. 

Part  A  of  the  Act  is  amended  by  adding  at 
the  end  the  following: 

"EUQIBtUTY  FOR  FINANCIAL  ASSISTANCE 

"Sec.  609.  Effective  for  fiscal  years  for 
which  the  Secretary  may  make  grants  under 
section  619(b/(l),  no  State  or  local  educa- 
tional agency  or  intermediate  educational 
unit  or  other  public  institution  or  agency 
may  receive  a  grant  under  parts  C  through 
G  which  relate  exclusively  to  programs, 
projects,  and  activities  pertaining  to  chil- 
dren aged  three  to  five,  inclusive,  unless  the 
State  is  eligible  to  receive  a  grant  under  sec- 
tion 619lb)(l).'. 

SBC.  IK.  SHARI.\C  OF  COSTS  OF  FREE  APPROPRIA  TE 
PIBUCEDICATIOX 

la)  Eligibility  for  Section  611  Grants.— 
Section  61216)  of  the  Act  120  U.S.C.  141216)) 
is  amended  by  adding  at  the  end  the  follow- 
ing: "This  paragraph  shall  not  be  construed 
to  limit  the  responsibility  of  agencies  other 
than  educational  agencies  in  a  State  from 
providing  or  paying  for  some  or  all  of  the 
costs  of  a  free  appropriate  public  education 
to  be  provided  handicapped  children  in  the 
State. ". 

lb)  State  Plans.— 

11)  Section  613ia)l9t  of  the  Act  120  U.S.C. 
1413la)l9))  is  amended  to  read  as  follows: 

"19)  provide  satisfactory  assurance  that 
Federal  funds  made  available  under  this 
part  lA)  will  not  6e  commingled  with  State 
funds,  and  IB)  JCiU  be  so  used  as  to  supple- 
ment and  increase  the  level  of  Federal,  State, 
and  local  funds  lincluding  funds  that  are 
not  under  the  direct  control  of  State  or  local 
educational  agencies)  expended  for  special 
education  and  related  services  provided  to 
handicapped  children  under  this  part  and 
in  no  case  to  supplant  such  Federal,  State, 
and  local  funds,  except  that,  where  the  State 
provides  clear  and  convincing  evidence  that 
all  handicapped  children  have  available  to 
them  a  free  appropriate  public  education, 
the  Secretary  may  waive  in  part  the  require- 
ment of  this  clause  if  he  concurs  unth  the 
evidence  provided  by  the  State;". 

12)  Section  6131a)  of  the  Act  is  amended  by 
striking  out  "and"  at  the  end  of  paragraph 
111),  by  striking  out  the  period  at  the  end  of 
paragraph  112)  and  inserting  in  lieu  thereof 
a  semicolon,  and  by  adding  at  the  end  the 
following: 

"113)  set  forth  policies  and  procedures  for 
developing  and  implementing  interagency 
agreements  t>etween  the  State  educational 
agency  and  other  appropriate  State  and 
local  agencies  to  lA)  define  the  financial  re- 
sponsibility of  each  agency  for  providing 
handicapped  children  and  youth  with  free 
appropriate  public  education,  and  IB)  re- 
solve interagency  disputes,  including  proce- 
dures under  which  local  educational  agen- 
cies may  initiate  proceedings  under  the 
agreement  in  order  to  secure  reimbursement 
from  other  agencies  or  otherwise  implement 
the  provisions  of  the  agreement ". 


13)  Section  613  of  the  Act  is  amended  by 
adding  at  the  end  the  following: 

"le)  This  Act  shall  not  be  construed  to 
permit  a  State  to  reduce  medical  and  other 
assistance  available  or  to  alter  eligibility 
under  titles  V  and  XIX  of  the  Social  Securi- 
ty Act  with  respect  to  the  provision  of  a  free 
appropriate  public  education  for  handi- 
capped children  within  the  State;  and". 

TITLE  ni— DISCRETIONARY  PROGRAMS 
SEC.  3tl.  RECIOSAL  RESOIRCE  CE.XTERS. 

Section  621  of  the  Act  120  U.S.C.  1421)  is 
amended  to  read  as  follows: 

"regional  resource  and  federal  centers 

"Sec.  621.  la)  The  Secretary  may  make 
grants  to.  or  enter  into  contracts  or  coopera- 
tive agreements  with,  institutions  of  higher 
education,  public  agencies,  private  nonprof- 
it organizations.  State  educational  agencies, 
or  combinations  of  such  agencies  or  institu- 
tions iwhich  combinations  may  include  one 
or  more  local  educational  agencies)  within 
particular  regions  of  the  United  States,  to 
pay  all  or  part  of  the  cost  of  the  establish- 
ment and  operation  of  regional  resource 
centers.  Each  regional  resource  center  shall 
provide  consultation,  technical  assistance, 
and  training  to  State  educational  agencies 
and  through  such  State  educational  agen- 
cies to  local  educational  agencies  and  to 
other  appropriate  State  agencies  providing 
early  intervention  services.  The  services  pro- 
vided by  a  regional  resource  center  shall  be 
consistent  with  the  priority  needs  identified 
by  the  States  served  by  the  center  and  the 
findings  of  the  Secretary  in  monitoring  re- 
ports prepared  by  the  Secretary  under  sec- 
tion 617  of  the  Act  Each  regional  resource 
center  established  or  operated  under  this 
section  shall— 

"ID  assist  in  identifying  and  soh'ing  per- 
sistent problems  in  providing  quality  spe- 
cial education  and  related  services  for 
handicapped  children  and  youth  and  early 
intervention  services  to  handicapped  in- 
fants and  toddlers  and  their  families. 

"12)  assist  in  developing,  identifying,  and 
replicating  successful  programs  and  prac- 
tices which  will  improve  special  education 
and  related  services  to  handicapped  chil- 
dren and  youth  and  their  families  and  early 
intervention  services  to  handicapped  in- 
fants and  toddlers  and  their  families, 

"13)  gather  and  disseminate  information 
to  all  State  educational  agencies  within  the 
region  and  coordinate  activities  with  other 
centers  assisted  under  this  subsection  and 
other  relevant  projects  conducted  by  the  De- 
partment of  Education, 

"14)  assist  in  the  improvement  of  informa- 
tion dissemination  to  and  training  activi- 
ties for  professionals  and  parents  of  handi- 
capped infants,  toddlers,  children,  and 
youth,  and 

"(5)  provide  information  to  and  training 
for  agencies,  institutions,  and  organiza- 
tions, regarding  techniques  and  approaches 
for  submitting  applications  for  grants,  con- 
tracts, and  cooperative  agreements  under 
this  part  and  parts  D  through  G. 

"lb)  In  determining  whether  to  approve  an 
application  for  a  project  under  subsection 
la),  the  Secretary  shall  consider  the  need  for 
such  a  center  in  the  region  to  be  served  by 
the  applicant  and  the  capability  of  the  ap- 
plicant to  fulfill  the  responsibilities  under 
subsection  la). 

"Ic)  Each  regional  resource  center  shall 
report  a  summary  of  materials  produced  or 
developed  and  the  summaries  reported  shall 
be  included  in  the  annual  report  to  Congress 
required  under  section  618. 

"Id)  The  Secretary  may  establish  one  co- 
ordinating technical  assistance  center  fo- 


cusing on  national  priorities  established  by 
the  Secretary  to  assist  the  regional  resource 
centers  in  the  delivery  of  technical  assist- 
ance, consistent  with  such  national  prior- 
ities. 

"le)  Before  uMng  funds  made  available  in 
any  fiscal  year  to  carry  out  this  section  for 
purposes  of  subsection  Id),  not  less  than  the 
amount  made  available  for  this  section  in 
the  previous  fiscal  year  shall  be  made  avail- 
able for  regional  resource  centers  under  sub- 
section la)  and  in  no  case  shall  more  than 
$500,000  be  made  available  for  the  center 
under  subsection  Id). ". 

SEC  1»2.  SERVICES  FOR  DEAF-BLISD  CHILDREN  AND 
YOVTH. 

Section  622  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsections: 

"le)  The  Secretary  is  authorized  to  make 
grants  to,  or  enter  into  contracts  or  coopera- 
tive agreements  with,  public  or  nonprofit 
private  agencies,  institutions,  or  organiza- 
tions for  the  development  and  operation  of 
extended  school  year  demonstration  pro- 
grams for  severely  handicapped  children 
and  youth,  including  deaf-blind  children 
and  youth. 

"If)  The  Secretary  may  make  grants  to,  or 
enter  into  contracts  or  cooperative  agree- 
ments with,  the  entities  under  section  6241a) 
for  the  purposes  in  such  section. ". 

SEC.    J03.    EARLY   EDICATION   FOR   HANDICAPPED 
CHILDREN. 

Section  623  of  the  Act  120  U.S.C.  1423)  is 
amended  to  read  as  follows: 
"early  education  for  handicapped  children 

"Sec.  623.  Ia)ll)  The  Secretary  may  ar- 
range by  contract  grant  or  cooperative 
agreement  with  appropriate  public  agencies 
and  private  nonprofit  organizations,  for  the 
development  and  operation  of  experimental, 
demonstration,  and  outreach  preschool  and 
early  intervention  programs  for  handi- 
capped children  which  the  Secretary  deter- 
mines show  promise  of  promoting  a  compre- 
hensive and  strengthened  approach  to  the 
special  problems  of  such  children.  Such  pro- 
grams shall  include  activities  and  services 
designed  to  11)  facilitate  the  intellectual 
emotional,  physical  mental,  social,  speech, 
language  development  and  self-help  skills  of 
such  children,  12)  encourage  the  participa- 
tion of  the  parents  of  such  children  in  the 
development  and  operation  of  any  such  pro- 
gram, and  13)  acquaint  the  community  to  be 
served  by  any  such  program  vnth  the  prob- 
lems and  potentialities  of  such  children,  14) 
offer  training  about  exemplary  models  and 
practices  to  State  and  local  personnel  who 
provide  services  to  handicapped  children 
from  birth  through  eight  and  IS)  support  the 
adaption  of  exemplary  models  and  practices 
in  States  and  local  communities. 

"12)  Programs  authorized  by  paragraph 
11)  shall  be  coordinated  with  similar  pro- 
grams in  the  schools  operated  or  supported 
fry  State  or  local  educational  agencies  of  the 
community  to  be  served  and  icith  similar 
programs  operated  by  other  public  agencies 
in  such  community. 

"13)  As  much  as  is  feasible,  programs  as- 
sisted under  paragraph  11)  shall  6e  geo- 
graphically dispersed  throughout  the  Nation 
in  urban  as  well  as  rural  areas. 

"I4)IA)  Except  as  provided  in  subpara- 
graph IB),  no  arrangement  under  paragraph 
11)  shall  provide  for  the  payment  of  more 
than  90  percent  of  the  total  annual  costs  of 
development  operation,  and  evaluation  of 
any  program.  Non-Federal  contributions 
may  be  in  cash  or  in  kind,  fairly  evaluated, 
including  plant  equipment  and  services. 
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"(B)  The  Secretary  may  waive  the  require- 
ment of  subparagraph  (A)  in  the  case  of  an 
arrangement  entered  into  under  paragraph 
(1)  with  governing  bodies  of  Indian  tribes 
located  on  Federal  or  State  reservations  and 
with  consortia  of  such  bodies. 

"(bJ  The  Secretary  shall  arrange  by  con- 
tract, grant,  or  cooperative  agreement  with 
appropriate  public  agencies  and  private 
nonprofit  organizations  for  the  establish- 
ment of  a  technical  assistance  development 
system  to  assist  entities  operating  experi- 
mental, demonstration,  and  outreach  pro- 
grams and  to  assist  State  agencies  to  expand 
and  improve  services  provided  to  handi- 
capped children. 

"Ic)  The  Secretary  shall  arrange  by  con- 
tract, grant,  or  cooperative  agreement  with 
appropriate  public  agencies  and  private 
nonprofit  organisations  for  the  establish- 
ment of  early  childhood  research  institutes 
to  carry  on  sustained  research  to  generate 
and  disseminate  new  information  on  pre- 
school and  early  intervention  for  handi- 
capped children  and  their  families. 

"(d)  The  Secretary  may  make  grants  to. 
enter  into  contracts  or  cooperative  agree- 
ments under  this  section  with,,  such  organi- 
zations or  institutions,  as  are  determined  by 
the  Secretary  to  be  appropriate,  for  research 
to  identify  and  meet  the  full  range  of  special 
needs  of  handicapped  children  and  for 
training  of  personnel  for  programs  specifi- 
cally designed  for  handicapped  children. 

"(e)  At  least  one  year  before  the  termina- 
tion of  a  grant,  contract,  or  cooperative 
agreement  made  or  entered  into  under  sub- 
sections (b)  and  (c),  the  Secretary  shall  pub- 
lish in  the  Federal  Register  a  notice  of 
intent  to  accept  application  for  such  a 
grant,  contract,  or  cooperative  agreement 
contingent  on  the  appropriation  of  suffi- 
cient funds  by  Congress. 

"(f)  For  purposes  of  this  section  the  term 
"handicapped  children'  includes  children 
from  birth  through  eight  years  of  age. ". 

SKC  304.  PROCRAMS  FOR  SEVERELY  HA.SBICAPPED 
CHILBRES. 

Section  624  of  the  Act  (20  U.S.C.  1424)  is 
amended  to  read  as  follows: 

"PROGRAMS  FOR  SEVERELY  HANDICAPPED 
CHILDREN 

"Sec.  624.  (a)  The  Secretary  may  make 
grants  to,  or  enter  into  contracts  or  coopera- 
tive agreements  with,  such  organizations  or 
institutions,  as  are  determined  by  the  Secre- 
tary to  be  appropriate,  to  address  the  needs 
of  severely  handicapped  children  and  youth, 
for- 

"(1)  research  to  identify  and  meet  the  full 
range  of  special  needs  of  such  handicapped 
children  and  youth, 

"(2)  the  development  or  demonstration  of 
new,  or  improvements  in,  existing,  methods, 
approaches,  or  techniques  which  would  con- 
tribute to  the  adjustment  and  education  of 
such  handicapped  children  and  youth, 

"(3)  training  of  personnel  for  programs 
specifically  designed  for  such  children,  and 

"(4)  dissemination  of  materials  and  infor- 
mation about  practices  found  effective  in 
working  vnth  sueh  children  and  youth. 

"(b)  In  making  grants  and  contracts 
under  subsection  (a),  the  Secretary  shall 
ensure  that  the  activities  funded  under  such 
grants  and  contracts  trill  be  coordinated 
with  similar  activities  funded  from  grants 
and  contracts  under  other  sections  of  this 
Act 

"(c)  To  the  extent  feasible,  programs,  au- 
thorized by  subsection  (a)  shall  be  geo- 
graphically dispersed  throughout  the  nation 
in  urban  and  rural  areas. ". 

SEC.  JUS.  POSTSECOyOARr  EDUCATION  PROGRAMS. 

Section  625  is  amended  to  read  as  follows: 


"POSTSECONDARY  EDUCATION 

"Sec.  625.  (a)(1)  The  Secretary  may  make 
grants  to,  or  enter  into  contracts  vnth.  State 
educational  agencies,  institutions  of  higher 
education,  junior  and  community  colleges, 
vocational  and  technical  institutions,  and 
other  appropriate  nonprofit  educational 
agencies  for  the  development,  operation, 
and  dissemination  of  specially  designed 
model  programs  of  postsecondary,  vocation- 
al, technical,  continuing,  or  adult  education 
for  handicapped  individuals. 

"(2)  In  making  grants  or  contracts  on  a 
competitive  basis  under  paragraph  (1),  the 
Secretary  shall  give  priority  consideration 
to  4  regional  centers  for  the  deaf  and  to 
model  programs  for  individuals  with  handi- 
capping conditions  other  than  deafness— 

"(A)  for  developing  and  adapting  pro- 
grams of  postsecondary,  vocational,  techni- 
cal, continuing,  or  adult  education  to  meet 
the  special  needs  of  handicapped  individ- 
uals, and 

"(B)  for  programs  that  coordinate,  facili- 
tate, and  encourage  education  of  handi- 
capped individuals  with  their  nonhandi- 
capped  peers. 

"(3)  Persons  operating  programs  for 
handicapped  persons  under  a  grant  or  con- 
tract under  paragraph  (1)  must  coordinate 
their  efforts  with  and  disseminate  informa- 
tion about  their  activities  to  the  clearing- 
house on  postsecondary  programs  estab- 
lished under  section  633(b). 

"(4)  At  least  one  year  before  the  termina- 
tion of  a  grant  or  contract  with  any  of  the  4 
regional  centers  for  the  deaf,  the  Secretary 
shall  publish  tn  the  Federal  Register  a  notice 
of  intent  to  accept  application  for  such 
grant  or  contract,  contingent  on  the  appro- 
priation of  sufficient  funds  by  Congress. 

"(5)  To  the  extent  feasible,  programs  au- 
thorized by  paragraph  (1)  shall  be  geo- 
graphically dispersed  throughout  the  nation 
in  urban  and  rural  areas. 

"(6)  Of  the  suTns  made  available  for  pro- 
grams under  paragraph  (1),  not  less  than 
S2.000.000  shall  first  be  available  for  the  4 
regional  centers  for  the  deaf. 

"(b)  For  the  purposes  of  subsection  (a)  the 
term  handicapped  individuals'  means  indi- 
viduals who  are  mentally  retarded,  hard  of 
hearing,  deaf,  speech  or  language  impaired, 
visually  handicapped,  seriously  emotionally 
disturbed,  orthopedically  impaired,  other 
health  impaired  individuals,  or  individuals 
with  specific  learning  disabilities  who  by 
reason  thereof  require  special  education  and 
related  services. ". 

.SEC  3M.  SECO.WARY  EDiCATIOS  ASD  TRASSITIOS- 
AL      SERVICES      FOR      HASDICAPPED 

roiTH. 
Section  626  of  the  Act  is  amended  to  read 
as  follows: 

"SECONDARY  EDUCATION  AND  TRANSITIONAL 
SERVICES  FOR  HANDICAPPED  YOUTH 

"Sec.  626.  (a)  The  Secretary  may  make 
grants  to,  or  enter  into  contracts  with,  insti- 
tutions of  higher  education.  State  educa- 
tional agencies,  local  educational  agencies, 
or  other  appropriate  public  and  private 
nonprofit  institutions  or  agencies  (includ- 
ing the  State  job  training  coordinating 
councils  'and  service  delivery  area  adminis- 
trative entities  established  under  the  Job 
Training  Partnership  Act  (Public  Law  97- 
300))  to— 

"(1)  strengthen  and  coordinate  special 
edttcation  and  related  services  for  handi- 
capped youth  currently  in  school  or  who  re- 
cently left  school  to  assist  them  in  the  tran- 
sition to  postsecondary  education,  vocation- 
al training,  competitive  employment  (in- 
cluding supported  employment),  continuing 
education,  or  adult  services. 


"(2)  stimulate  the  improvement  and  devel- 
opment of  programs  for  secondary  special 
education,  and 

"(3)  stimulate  the  improvement  of  the  vo- 
cational and  life  skills  of  handicapped  stu- 
dents to  enable  them  to  be  better  prepared 
for  transition  to  adult  life  and  services. 
To  the  extent  feasible,  such  programs  shall 
be  geographically  dispersed  through  the 
Nation  in  urban  and  rural  areas. 

"(b)  Projects  assisted  under  subsection  (a) 
may  include— 

"(1)  developing  strategies  and  techniques 
for  transition  to  independent  living,  voca- 
tional training,  vocational  rehabilitation, 
postsecondary  education,  and  competitive 
employment  (including  supported  employ- 
ment) for  handicapped  youth, 

"(2)  establishing  demonstration  models  for 
services,  programs,  and  individualized  edu- 
cation programs,  which  emphasize  voca- 
tional training,  transitional  services,  and 
placement  for  handicapped  yoiith, 

"(3)  conducting  demographic  studies 
which  provide  information  on  the  numbers, 
age  levels,  types  of  handicapping  conditions, 
and  services  required  for  handicapped  youth 
in  need  of  transitional  programs, 

"(4)  specially  designed  vocational  pro- 
grams to  increase  the  potential  for  competi- 
tive employment  for  handicapped  youth, 

"(5)  research  and  development  projects  for 
exemplary  service  delivery  models  and  the 
replication  and  dissemination  of  successful 
models, 

"(6)  initiating  cooperative  models  between 
educational  agencies  and  adult  service 
agencies,  including  vocational  rehabilita- 
tion, mental  health,  mental  retardation, 
public  employment,  and  employers,  which 
facilitate  the  planning  and  developing  of 
transitional  services  for  handicapped  youth 
to  postsecondary  education,  vocational 
training,  employment,  continuing  educa- 
tion, and  adult  services. 

"(7)  developing  appropriate  procedures  for 
evaluating  vocational  training,  placement, 
and  transitional  services  for  handicapped 
youth, 

"(8)  conducting  studies  which  provide  in- 
formation on  the  numbers,  age  levels,  types 
of  handicapping  conditions  and  reasons 
why  handicapped  youth  drop  out  of  school, 
and 

"(9)  developing  special  education  curricu- 
lum and  instructional  techniques  that  will 
improve  handicapped  students'  acquisition 
of  the  skills  necessary  for  transition  to  adult 
life  and  services,  and 

"(10)  specifically  designed  physical  educa- 
tion and  therapeutic  recreation  programs  to 
increase  the  potential  of  handicapped 
youths  for  community  participation. 

"(c)  For  purposes  of  paragraphs  (1)  and 
(2)  of  subsection  (b),  if  an  applicant  is  not 
an  educational  agency,  sveh  applicant  shall 
coordinate  with  the  State  educational 
agency. 

"(d)  Applications  for  assistance  under  sub- 
section (a)  other  than  for  the  purpose  of  con- 
ducting studies  or  evaluations  shall— 

"(1)  describe  the  procedures  to  be  used  for 
disseminating  relevant  findings  and  data  to 
regional  resource  centers,  clearinghouses, 
and  other  interested  persons,  agencies,  or  or- 
ganizations, 

"(2)  describe  the  procedures  that  will  be 
used  for  coordinating  services  among  agen- 
cies for  which  handicapped  youth  are  or  unll 
be  eligible,  and 

"(3)  to  the  extent  appropriate,  provide  for 
the  direct  participation  of  handicapped  stu- 
dents and  the  parents  of  handicapped  stu- 
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dents  in  the  planning,  development,  and  im- 
plementation of  such  projects. 

"(e)  The  Secretary  is  authorized  to  make 
grants  to.  or  to  enter  into  contracts  or  coop- 
erative agreements  with,  such  organisations 
or  institutions  as  are  determined  by  the  Sec- 
retary to  be  appropriate  for  the  development 
or  demonstration  of  new  or  improvements 
in  existing  methods,  approaches,  or  tech- 
niques which  will  contribute  to  the  adjust- 
ment and  education  of  handicapped  chil- 
dren and  youth  and  the  dissemination  of 
materials  and  in/ormation  concerning  prac- 
tices found  effective  in  working  with  such 
children  and  youth. 

"If)  The  Secretary,  as  appropriate,  shall 
coordinate  programs  described  under  sub- 
section (a)  with  projects  developed  under 
section  311  of  the  Rehabilitation  Act  of 
1973.". 

SBC.  S$7.  MTHORIZATIOS. 

Section  628  is  amended  to  read  as  follows: 

"AVTHORIZATION  OF  APPROPRJATIONS 

"Sec.  628.  (a)  There  are  authorized  to  be 
appropriated  to  carry  out  section  621. 
t6.700.000  for  fiscal  year  1987.  t7.100.000  for 
fiscal  year  1988.  and  S7.S00.000  for  fiscal 
year  1989. 

"(b)  There  are  authorized  to  be  appropri- 
ated to  carry  out  section  622.  $15,900,000  for 
fiscal  year  1987.  tl6.800.000  for  fiscal  year 
1988.  and  tl7.800.000  for  fiscal  year  1989. 

"(c)  There  are  authorized  to  be  appropri- 
ated to  carry  out  section  623.  t24.470.000  for 
fiscal  year  1987.  t2S.870.000  for  fiscal  year 
1988.  and  t27.410.000  for  fiscal  year  1989. 

"(d)  There  are  authorized  to  be  appropri- 
ated to  carry  out  section  624.  t5.300.000  for 
fiscal  year  1987.  t5.600.000  for  fiscal  year 
1988.  and  tS.900.000  for  fiscal  year  1989. 

"(e)  There  are  authorized  to  be  appropri- 
ated to  carry  out  section  625,  t5.900.000  for 
fiscal  year  1987.  t6.200.000  for  fiscal  year 
1988.  and  t6.600.000  for  fiscal  year  1989. 

"(ft  There  are  authorized  to  be  appropri- 
ated to  carry  out  section  626.  t7. 300.000  for 
fiscal  year  1987.  t7.700.000  for  fiscal  year 
1988.  and  t8.100.000  for  fiscal  year  1989.  ". 

SEC.  im.  (iRA.\TS  FOR  FERSOWEL  TRAIM.Mi. 

Section  631  of  the  Act  (20  U.S.C.  1431)  is 
amended  to  read  as  follows: 

"GRAMTS  FOR  PERSONNEL  TRAINING 

"Sec.  631.  (a)(1)  The  Secretary  may  make 
grants,  which  may  include  scholarships  with 
necessary  stipends  and  allowances,  to  insti- 
tutions of  higher  education  (including  the 
university-affiliated  facilities  program 
under  the  Rehabilitation  Act  of  1973  and 
satellite  network  of  the  developmental  dis- 
abilities program)  and  other  appropriate 
nonprofit  agencies  to  assist  them  in  train- 
ing personnel  for  careers  in  special  educa- 
tion and  early  intervention,  including— 

"(A)  special  education  teaching,  including 
speech-language  pathology  and  audiology. 
and  adaptive  physical  education. 

"(B)  related  services  to  handicapped  chil- 
dten  and  youth  in  educational  settings, 

"(C)  special  education  supervision  and 
administration. 

"(D)  special  education  research,  and 

"(E)  training  of  special  education  person- 
nel and  other  personnel  providing  special 
services  and  preschool  and  early  interven- 
tion services  for  handicapped  children. 

"(2)(A)  In  making  grants  under  paragraph 
(1),  the  Secretary  shall  base  the  determina- 
tion of  such  grants  on  information  relating 
to  the  present  and  projected  need  for  the  per- 
sonnel to  be  trained  based  on  identified 
State,  regional,  or  national  shortages,  and 
the  capacity  of  the  institution  or  agency  to 
train  qualified  personnel,  and  other  infor- 


September  22,  1986 


mation  considered  appropriate  by  the  Secre- 
tary. 

"(B)  The  Secretary  shall  ensure  that  grants 
are  only  made  under  paragraph  (1)  to  appli- 
cant agencies  and  institutions  that  meet 
State  and  professionally  recognized  stand- 
ards for  the  preparation  of  special  educa- 
tion and  related  services  personnel  unless 
the  grant  is  for  the  purpose  of  assisting  the 
applicant  agency  or  institution  to  meet  such 
standards. 

"(3)  Grants  under  paragraph  (1)  may  be 
used  by  institutions  to  assist  in  covering  the 
cost  of  courses  of  training  or  study  for  such 
personnel  and  for  establishing  and  main- 
taining fellowzhips  or  traineeships  with 
such  stipends  and  allowances  as  may  be  de- 
termined by  the  Secretary. 

"(4)  The  Secretary  in  carrying  out  para- 
graph (1)  may  reserve  a  sum  not  to  exceed  5 
percent  of  the  amount  available  for  para- 
graph (1)  in  each  fiscal  year  for  contracts  to 
prepare  personnel  in  areas  where  shortages 
exist  when  a  response  to  that  need  has  not 
been  adequately  addressed  by  the  grant  proc- 
ess. 

"(b)  The  Secretary  may  make  grants  to  in- 
stitutions of  higher  education  and  other  ap- 
propriate nonprofit  agencies  to  conduct  spe- 
cial projects  to  develop  and  demonstrate 
new  approaches  (including  the  application 
of  new  technology)  for  the  preservice  train- 
ing purposes  set  forth  in  subsection  (a),  for 
regular  educators,  for  the  training  of  teach- 
ers to  work  in  community  and  school  set- 
tings with  handicapped  secondary  school 
students,  and  for  the  inservice  training  of 
special  education  personnel,  including 
classroom  aides,  related  services  personnel, 
and  regular  education  personnel  who  serve 
handicapped  children  and  personnel  provid- 
ing early  intervention  services. 

"(c)(1)  The  Secretary  may  make  grants 
through  a  separate  competition  to  private 
nonprofit  organizations  for  the  purpose  of 
providing  training  and  information  to  par- 
ents of  handicapped  children  and  persons 
who  work  with  parents  to  enable  such  indi- 
viduals to  participate  more  effectively  with 
professionals  in  meeting  the  educational 
needs  of  handicapped  children.  Such  grants 
shall  be  designed  to  meet  the  unique  train- 
ing and  information  needs  of  parents  of 
handicapped  children  liinng  in  the  area  to 
be  served  by  the  grant,  particularly  those 
who  are  members  of  groups  that  have  been 
traditionally  underrepresented. 

"(2)  In  order  to  receive  a  grant  under 
paragraph  (1)  a  private  nonprofit  organiza- 
tion shall— 

"(A)  be  governed  by  a  board  of  directors  on 
which  a  majority  of  the  members  are  parents 
of  handicapped  children  and  which  includes 
members  who  are  professionals  in  the  field 
of  special  education  and  related  services 
who  serve  handicapped  children  and  youth, 
or  if  the  nonprofit  private  organization  does 
not  have  such  a  board,  such  organization 
shall  have  a  membership  which  represents 
the  interests  of  individuals  with  handicap- 
ping conditions,  and  shall  establish  a  spe- 
cial governing  committee  on  which  a  major- 
ity of  the  members  are  parents  of  handi- 
capped children  and  which  includes  mem- 
bers who  are  professionals  in  the  fields  of 
special  education  and  related  services,  to 
operate  the  training  and  information  pro- 
gram under  paragraph  (1). 

"(B)  serve  the  parents  of  children  with  the 
full  range  of  handicapping  conditions  under 
such  grant  program,  and 

"(C)  demonstrate  the  capacity  and  exper- 
tise to  conduct  effectively  the  training  and 
information  activities  for  which  a  grant 
may  be  made  under  paragraph  (1). 


"(3)  The  board  of  directors  or  special  gov- 
erning committee  of  a  private  nonprofit  or- 
ganization receiving  a  grant  under  para- 
graph (1)  shall  meet  at  least  once  in  each 
calendar  quarter  to  review  the  parent  train- 
ing and  information  activities  for  which  the 
grant  is  made,  and  each  such  committee 
shall  advise  the  governing  board  directly  of 
its  views  and  recommendations.  Whenever  a 
private  nonprofit  organization  requests  the 
renewal  of  a  grant  under  paragraph  (1)  for  a 
fiscal  year,  the  board  of  directors  or  the  spe- 
cial governing  committee  shall  submit  to  the 
Secretary  a  written  review  of  the  parent 
training  and  information  program  conduct- 
ed by  that  private  nonprofit  organization 
during  the  preceding  fiscal  year. 

"(4)  The  Secretary  shall  ensure  that  grants 
under  paragraph  (1)  will— 

"(A)  be  distributed  geographically  to  the 
greatest  extent  possible  throughout  all  the 
States  and  give  priority  to  grants  which  in- 
volve unserved  areas,  and 

"(B)  be  targeted  to  parents  of  handicapped 
children  in  both  urban  and  rural  areas  or  on 
a  State  or  regional  basis. 

"(5)  Parent  training  and  information  pro- 
grams assisted  under  paragraph  (1)  shall 
assist  parents  to— 

"(A)  better  understand  the  nature  and 
needs  of  the  handicapping  conditions  of 
children, 

"(B)  provide  followup  support  for  handi- 
capped children's  educational  programs. 

"(C)  communicate  more  effectively  with 
special  and  regular  educators,  administra- 
tors, related  services  personnel,  and  other 
relevant  professionals. 

"(D)  participate  in  educational  decision- 
making processes  including  the  development 
of  a  handicapped  child 's  individualized  edu- 
cational program^ 

"(E)  obtain  information  about  the  pro- 
grams, services,  and  resources  available  to 
handicapped  children  and  the  degree  to 
which  the  programs,  services,  and  resources 
are  appropriate,  and 

"(F)  understand  the  provisions  for  the 
education  of  handicapped  children  as  speci- 
fied under  part  B  of  this  Act 

"(6)  Parent  training  and  information  pro- 
grams may,  at  a  grant  recipient's  discretion, 
include  State  or  local  educational  personnel 
where  such  participation  will  further  an  ob- 
jective of  the  program  assisted  by  the  grant 

"(7)  Each  private  nonprofit  organization 
operating  a  program  receiving  a  grant 
under  paragraph  (1)  shall  consult  with  ap- 
propriate agencies  which  serve  or  assist 
handicapped  children  and  youth  and  are  lo- 
cated in  the  jurisdictions  served  by  the  pro- 
gram. 

"(8)  The  Secretary  shall  provide  technical 
assistance,  by  grant  or  contract,  for  estab- 
lishing, developing.  and  coordinating 
parent  training  and  information  pro- 
grams. ". 

SEC  309.  (!RA\TS  FOR  STATE  EDVCATIOSAL  AGES- 
CIES  A.\D  I.WSTITITIOSS  FOR  TRAISEE- 
SHIPS. 

Section  632  of  the  Act  (20  U.S.C.  1432)  U 
amended  to  read  as  follows: 

"GRANTS  TO  STATE  EDVCATIONAL  AGENCIES  AND 
INSTITUTIONS  FOR  TRAINEESHIPS 

"Sec.  632.  The  Secretary  shall  make  grants 
to  each  Slate  educational  agency  and  may 
make  grants  to  institutions  of  higher  educa- 
tion to  assist  in  establishing  and  maintain- 
ing preservice  and  inservice  programs  to 
prepare  personnel  to  meet  the  needs  of 
handicapped  infants,  toddlers,  children,  and 
youth  or  supervisors  of  such  persons,  con- 
sistent with  the  personnel  needs  identified 
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in  the  State's  comprehensive  system  of  per- 
sonnel development  under  section  613. ". 

SEC.  J/«  VI.EARIS(iH(HSES. 

(a)  In  General.— Subsection  ta)  of  section 
633  of  the  Act  (20  U.S.C.  1433 J  is  amended  by 
striking  out  "to  achieve"  and  all  that  fol- 
lows in  that  subsection  and  inserting  in  lieu 
thereof  the  following:  "to  disseminate  infor- 
mation and  provide  technical  assistance  on 
a  national  basis  to  parents,  professionals, 
and  other  interested  parties  concerning— 

"(II  programs  relating  to  the  education  of 
the  handicapped  under  this  Act  and  under 
other  Federal  laws,  and 

"(21  participation  in  such  programs,  in- 
cluding referral  of  individuals  to  appropri- 
ate national.  State,  and  local  agencies  and 
organisations  for  further  assistance.  ". 

(bl  Additional  Clearinghouse.— Section 
633  of  the  Act  is  amended  by  redesignating 
subsection  (cl  as  subsection  (di  and  by  in- 
serting after  subsection  (bl  the  following: 

"(cl  The  Secretary  shall  make  a  grant  or 
enter  into  a  contract  for  a  national  clear- 
inghouse designed  to  encourage  students  to 
seek  careers  and  professional  personnel  to 
seek  employment  in  the  various  fields  relat- 
ing to  the  education  of  handicapped  chil- 
dren and  youth  through  the  following: 

"(II  Collection  and  dissemination  of  in- 
formation on  current  and  future  national, 
regional,  and  State  needs  for  special  educa- 
tion and  related  services  personnel. 

"(21  Dissemination  to  high  school  counsel- 
ors and  others  concerning  current  career  op- 
portunities in  special  education,  location  of 
programs,  and  various  forms  of  financial 
assistance  (such  as  scholarships,  stipends, 
and  allowancesi. 

"(31  Identification  of  training  programs 
available  around  the  country. 

"(41  Establishment  of  a  network  among 
local  and  State  educational  agencies  and  in- 
stitutions of  higher  education  concerning 
the  supply  of  graduates  and  available  open- 
ings. 

"(51  Technical  assistance  to  institutions 
seeking  to  meet  State  and  professionaly  rec- 
ognized standards. ". 

(cl  Technical  Amendment.— The  heading 
for  section  633  of  the  Act  is  amended  to  read 
as  follows: 

"clearinghouses  " 
sec.  311.  aithorizatios. 

Section  635  of  the  Act  (20  U.S.C.  1435/  U 
amended  to  read  as  follows: 

"AUTHORIZATION  OF  APPROPRIATIONS 

"Sec.  635.  (al  There  are  authorized  to  be 
appropriated  to  carry  out  this  part  (other 
than  section  6331  $70,400,000  for  fiscal  year 
1987,  $74,500,000  for  fiscal  year  1988,  and 
$79,000,000  for  fiscal  year  1989.  There  are 
authorized  to  be  appropriated  to  carry  out 
section  633,  $1,200,000  for  fiscal  year  1987, 
$1,900,000  for  fiscal  year  1988,  and 
$2,000,000  for  fiscal  year  1989. 

"(bl  Of  the  funds  appropriated  pursuant 
to  subsection  (al  for  any  fiscal  year,  the  Sec- 
retary shall  reserve  not  less  than  65  per 
centum  for  activities  described  in  subpara- 
graphs (Al  through  (El  of  section  631(al(ll. 

"(cl  Of  the  funds  appropriated  under  sub- 
section (al  for  any  fiscal  year,  the  Secretary 
shall  reserve  10  percent  for  activities  under 
section  631  (cl.". 

SEC  312.  RESE.iRCH  ASD  DEMONSTR.ATIOS 
PROJECTS  IS  EDICATIOS  OF  HASDI- 
CAPPED  CHILDRES. 

Section  641  of  the  Act  (20  U.S.C.  14411  is 
amended  to  read  as  follows: 

"RESEARCH  AND  DEMONSTRATION  PROJECTS  IN 
EDUCATION  OF  HANDICAPPED  CHILDREN 

"Sec  641.  (al  The  Secretary  may  make 
grants  to,  or  enter  into  contracts  or  coopera- 


tive agreements  with.  State  and  local  educa- 
tional agencies,  institutions  of  higher  edu- 
cation, and  other  public  agencies  and  non- 
profit private  organizations  for  research 
and  related  activities  to  assist  special  edu- 
cation personnel  related  services  personnel, 
early  intervention  personnel  and  other  ap- 
propriate persons,  including  parents,  in  im- 
proving the  special  education  and  related 
services  and  early  intervention  services  for 
handicapped  infants,  toddlers,  children,  and 
youth,  and  to  conduct  research,  surveys,  or 
demonstrations  relating  to  the  provision  of 
services  to  handicapped  infants,  toddlers, 
children,  and  youth.  Research  and  related 
activities  shall  be  designed  to  increase 
knowledge  and  understanding  of  handicap- 
ping conditions,  and  teaching,  learning, 
and  education-related  developmental  prac- 
tices and  services  for  handicapped  infants, 
toddlers,  children  and  youth.  Research  and 
related  activities  assisted  under  this  section 
shall  include  the  following: 

"(II  The  development  of  new  and  im- 
proved techniques  and  devices  for  teaching 
handicapped  infants,  toddlers,  children  and 
youth. 

"(21  The  development  of  curricula  which 
meet  the  unique  educational  and  develop- 
mental needs  of  handicapped  infants,  tod- 
dlers, children  and  youth. 

"(31  The  application  of  new  technologies 
and  knowledge  for  the  purpose  of  improving 
the  instruction  of  handicapped  infants,  tod- 
dlers, children  and  youth. 

"(41  The  development  of  program  models 
and  exemplary  practices  in  areas  of  special 
education  and  early  intervention. 

"(51  The  dissemination  of  information  on 
research  and  related  activities  conducted 
under  this  part  to  regional  resource  centers 
and  interested  indiiHduals  and  organiza- 
tions. 

"(61  The  development  of  instruments,  in- 
cluding tests,  inventories,  and  scales  for 
measuring  progress  of  handicapped  infants, 
toddlers,  children  and  youth  across  a 
number  of  developmental  domains. 

"(b)  In  carrying  out  subsection  (al,  the 
Secretary  shall  consider  the  special  educa- 
tion or  early  intervention  experience  of  ap- 
plicants under  such  subsection. 

"(cl  The  Secretary  shall  publish  proposed 
research  priorities  in  the  Federal  Register 
every  2  years,  not  later  than  July  1.  and 
shall  allow  a  period  of  60  days  for  public 
comments  and  suggestions.  After  analyzing 
and  considering  the  public  comments,  the 
Secretary  shall  publish  final  research  prior- 
ities in  the  Federal  Register  not  later  than 
30  days  after  the  close  of  the  comment 
period. 

"(dl  The  Secretary  shall  provide  an  index 
(including  the  title  of  each  research  project 
and  the  name  and  address  of  the  researching 
organizationi  of  all  research  projects  con- 
ducted in  the  prior  fiscal  year  in  the  annual 
report  described  under  section  618.  The  Sec- 
retary shall  make  reports  of  research 
projects  available  to  the  education  commu- 
nity at  large  and  to  other  interested  parties. 

"(el  The  Secretary  shall  coordinate  the  re- 
search priorities  established  under  subsec- 
tion (cl  with  research  priorities  established 
by  the  National  Institute  of  Handicapped 
Research  and  shall  provide  information 
concerning  research  priorities  established 
under  such  subsection  to  the  National  Coun- 
cil on  the  Handicapped,  and  to  the  Bureau 
of  Indian  Affairs  Advisory  Committee  for 
Exceptional  Children. ". 

SEC.  313.  PA.XELS  A.W  EXPERTS. 

Section  643  of  the  Act  (20  U.S.C.  14431  is 
amended  to  read  as  follows: 


PANELS  OF  EXPERTS 


"Sec.  643.  (al  The  Secretary  shall  convene, 
in  accordance  with  subsection  (bl,  panels  of 
experts  who  are  competent  to  evaluate  pro- 
posals for  projects  under  parts  C  through  G. 
The  panels  shall  be  composed  of— 

"(II  individuals  from  the  field  of  special 
education  for  the  handicapped  and  other 
relevant  disciplines  who  have  significant  ex- 
pertise and  experience  in  the  content  areas ' 
and  age  levels  addressed  in  the  proposals, 
and 

"(21  handicapped  individuals  and  parents 
of  handicapped  individuals  when  appropri- 
ate. 

"(bid)  The  Secretary  shall  convene  panels 
under  subsection  (al  for  any  application 
which  includes  a  total  funding  request  ex- 
ceeding $60,000  and  may  convene  or  other- 
wise appoint  panels  for  applications  which 
include  funding  requests  that  are  less  than 
such  amount. 

"(21  Such  panels  shall  include  a  majority 
of  non-Federal  members.  Such  non-Federal 
members  shall  be  provided  travel  and  per 
diem  not  to  exceed  the  rate  provided  to  other 
educational  consultants  used  by  the  Depart- 
ment and  shall  be  provided  consultant  fees 
at  such  a  rate. 

"(cl  The  Secretary  may  use  funds  avail- 
able under  parts  C  through  G  to  pay  ex- 
penses and  fees  of  non-Federal  members 
under  subsection  (bl. ". 

SEC.  3H.  AITHORIZATIO.y 

Section  644  of  the  Act  (20  U.S.C.  14441  U 
amended  to  read  as  follows: 

"AUTHORIZATION  OF  APPROPRIATIONS 

"Sec.  644.  For  purposes  of  carrying  out 
this  pari  there  are  authorized  to  be  appro- 
priated $18,000,000  for  fiscal  year  1987, 
$19,000,000  for  fiscal  year  1988,  and 
$20,100,000  for  fiscal  year  1989. ". 

SEC.    313.    (AITIO\EI)    FILMS    A.\D    EDVCATIOSAL 
MEDIA  FOR  HAMHCAPPED  PERSO.\S 

fa)  Illiteracy.— Subsection  (al  of  section 
652  of  the  Act  (20  U.S.C.  14521  is  amended— 

(II  by  striking  out  "in  accordance  with 
regulations"  and  inserting  in  lieu  thereof  ", 
including  for  the  purpose  of  addressing 
problems  of  illiteracy  among  the  handi- 
capped". 

(21  by  inserting  after  "available"  the  fol- 
lowing: ",  in  accordance  with  regulations, ". 

(bl  Authorized  UsES.—di  Subsection 
(bl(4l  of  section  652  of  the  Act  is  amended  by 
inserting  after  "handicapped"  the  following: 
•,  public  libraries, ". 

(21  Subsection  (bl(7l  is  amended  by  strik- 
ing the  period  and  inserting  in  lieu  thereof 
":  and',  and  by  adding  the  following: 

"(81  provide  by  grant  or  contract  for  edu- 
cational media  and  materials  for  the  deaf. ". 

(cl  National  Theatre  of  the  Deaf.— Sec- 
tion 652  of  the  Act  is  amended  by  adding  at 
the  end  the  following: 

"(cl  The  Secretary  may  make  grants  to  or 
enter  into  contracts  or  cooperative  agree- 
ments with  the  National  Theatre  of  the  Deaf. 
Inc.  for  the  purpose  of  providing  theatrical 
experiences  to— 

"(II  enrich  the  lives  of  deaf  children  and 
adults, 

"(21  increase  public  awareness  and  under- 
standing of  deafness  and  of  the  artistic  and 
intellectual  achievements  of  deaj  people, 
and 

"(31  promote  the  integration  of  hearing 
and  deaf  people  through  shared  cultural  ex- 
periences. ". 

SEC.  3IS.  AlTHORIZ.ATIO.\: 

Section  653  of  the  Act  (20  U.S.C.  14531  is 
repealed  and   section   654  of  the  Act   (20 
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U.S.C.  1454)  is  redesignated  as  section  653 
and  amended  to  read  as  follows: 

"AUTHORIZATION 

"Ssc.  653.  For  the  purposes  of  carrying  out 
this  part,  there  are  authorized  to  be  appro- 
priated H5M0.000  for  fiscal  year  1987, 
$15,750,000  for  fiscal  year  1988,  and 
$16,540,000  for  fiscal  year  1989. ". 

sec.  Sn.  TECHSOLOGY.  EDICATIOSAL  MEDIA.  A.\D 
MATERIALS  FOR  THE  HASDIVAPPEU. 

The  Act  is  amended  by  adding  after  part  F 
the  following: 

"Part  G—Technolooy,  Educational  Media, 

AND  Materials  for  the  Handicapped 

"financial  assistance 

"Sec.  661.  The  Secretary  may  make  grants 
or  enter  into  contracts  or  cooperatii}e  agree- 
ments with  institutions  of  higher  education. 
State  and  local  educational  agencies,  or 
other  appropriate  agencies  and  organiza- 
tions for  the  purpose  of  advancing  the  use  of 
new  technology,  media,  and  materials  in  the 
education  of  handicapped  students  and  the 
provision  of  early  intervention  to  handi- 
capped infants  and  toddlers.  In  carrying  out 
this  subsection,  the  Secretary  may  fund 
projects  or  centers  for  the  purposes  of— 

"(II  determining  how  technology,  media, 
and  materials  are  being  used  in  the  educa- 
tion of  the  handicapped  and  how  they  can 
be  used  more  effectively, 

"(2)  designing  and  adapting  new  technolo- 
gy, media,  and  materials  to  improve  the 
education  of  handicapped  students, 

"(3)  assisting  the  public  and  private  sec- 
tors in  the  development  and  marketing  of 
new  technology,  media,  and  materials  for 
the  education  of  the  handicapped,  and 

"(41  disseminating  information  on  the 
availability  and  use  of  new  technology, 
media,  and  materials  for  the  education  of 
the  harulicapped. 

"a  uthoriza  tion  of  appropria  tions 

"Sec.  662.  For  the  purposes  of  carrying  out 
this  part,  there  are  authorised  to  be  appro- 
priated $10,000,000  for  fiscal  year  1987, 
$10,500,000  for  fiscal  year  1988,  and 
$11,025,000  for  fiscal  year  1989. " 

TtTLE  IV— MISCELLANEOUS 
SEC.  4*1.  REMOVAL  OF  ARCHITECTIRAL  BARRIER.S. 

Section  607(a)  of  the  Act  (20  U.S.C.  1406) 
is  amended  by  inserting  "with  the  Secretary 
of  the  Interior  and"  after  "cooperative 
agree  men  ts  *  *. 

SEC.  491.  DEFINITIOfiS 

Section  602(a)  of  the  Act  (20  U.S.C. 
1401(a))  is  amended— 

(1)  in  paragraph  (11),  by  striking  out 
"and"  at  the  end  of  subparagraph  (D),  by 
striking  out  the  period  at  the  end  of  sub- 
paragraph (E)  and  inserting  in  lieu  thereof 
";  and",  and  by  adding  at  the  end  the  follow- 
ing: 

"(F)  The  term  includes  community  col- 
leges receiving  funding  from  the  Secretary  of 
the  Interior  under  Public  Law  95-471.",  and 

(2)  by  adding  at  the  end  the  following: 
"(23)(A)  The  term  'public  or  private  non- 
profit agency  or  organization'  includes  an 
Indian  tribe. 

"(B)  The  terms  'Indian',  'American 
Indian ',  and  'Indian  American '  mean  an  in- 
dividual who  is  a  member  of  an  Indian 
tribe. 

"(C)  The  term  'Indian  tribe'  means  any 
Federal  or  State  Indian  tribe,  band,  ran- 
cheria,  pueblo,  colony,  or  community,  in- 
cluding any  Alaskan  native  village  or  re- 
gional village  corporation  (as  defined  in  or 
established  under  the  Alaska  Native  Claims 
Settlement  Act). ". 


.SEC.  4U.  ALLOCATIO.S:  STATE  ADMINISTRATION. 

(a)  Allocation.— Section  611(a)(5)(A)  of 
the  Act  (20  U.S.C.  1411(a)(5)(A))  is  amended 
to  read  as  follows: 

"(5)(A)  In  determining  the  allotment  of 
each  State  under  paragraph  (1),  the  Secre- 
tary may  not  count— 

"(i)  handicapped  children  aged  three  to 
seventeen,  inclusive,  in  such  State  under 
paragraph  (1)(A)  to  the  extent  the  number  of 
such  children  is  greater  than  12  percent  of 
the  number  of  all  children  aged  three  to  sev- 
enteen, inclusive,  in  such  State  and  the 
State  serves  all  handicapped  children  aged 
three  to  five,  inclusive,  in  the  State  pursu- 
ant to  State  law  or  practice  or  the  order  of 
any  court, 

"(ii)  handicapped  children  aged  five  to 
seventeen,  inclusive,  in  such  Slate  under 
paragraph  (IXA)  to  the  extent  the  number  of 
such  children  is  greater  than  12  percent  of 
the  number  of  all  children  aged  five  to  sev- 
enteen, inclusive,  in  such  State  and  the 
State  does  not  serve  all  handicapped  chil- 
dren aged  three  to  five,  inclusive,  in  the 
State  pursuant  to  State  law  or  practice  on 
the  order  of  any  court;  and 

"(Hi)  handicapped  children  who  are 
counted  under  section  121  of  the  Elementary 
and  Secondary  Education  Act  of  1965. ". 

(b)  State  Administration.— Section 
611(c)(2)(A)(ii)  of  the  Act  (20  U.S.C. 
1411(c)(2)(A)(ii))  is  amended  to  read  as  fol- 
lows: 

"(ii)  the  part  remaining  after  use  in  ac- 
cordance with  clause  (i)  shall  be  used  by  the 
State  (I)  to  provide  support  services  and 
direct  services  in  accordance  with  the  prior- 
ities established  under  section  612(3),  and 
(II)  for  the  administrative  costs  of  monitor- 
ing and  complaint  investigation  but  only  to 
the  extent  that  such  costs  exceed  the  costs  of 
administration  incurred  during  fiscal  year 
1985. ". 

SEC.  494.  I\DIA.\S 

Subsection  (f)  of  section  611  of  such  Act 
(20  U.S.C.  1411)  is  amended  to  read  as  fol- 
lows: 

"(f)(1)  The  Secretary  shall  make  payments 
to  the  Secretary  of  the  Interior  according  to 
the  need  for  assistance  for  the  education  of 
handicapped  children  on  reservations  serv- 
iced by  elementary  and  secondary  schools 
operated  for  Indian  children  by  the  Depart- 
ment of  the  Interior.  The  amount  of  such 
payment  for  any  fiscal  year  shall  be  1.25  per- 
cent of  the  aggregate  amounts  available  to 
all  States  under  this  section  for  that  fiscal 
year. 

"(2)  The  Secretary  of  the  Interior  may  re- 
ceive an  allotment  under  paragraph  (1)  only 
after  submitting  to  the  Secretary  an  applica- 
tion which— 

"(A)  meets  the  applicable  requirements  of 
sections  612,  613,  and  614(a), 

"(B)  includes  satisfactory  assurance  that 
all  handicapped  children  aged  3  to  5,  inclu- 
sive receive  a  free  appropriate  public  educa- 
tion by  or  before  the  1987-1988  school  year, 

"(C)  includes  an  assurance  that  there  are 
public  hearings,  adequate  notice  of  such 
hearings,  and  an  opportunity  for  comment 
afforded  to  members  of  tribes,  tribal  govern- 
ing bodies,  and  designated  local  school 
Imards  before  adoption  of  the  policies,  pro- 
grams, and  procedures  required  under  sec- 
tions 612,  613,  and  614(a),  and 

"(D)  is  approved  by  the  Secretary. 
Section  616  shall  apply  to  any  such  applica- 
tion. ". 

SEC.  405.  QIALIFIED  PERSOSSEL 

Section  613(a)  of  the  Act  (20  U.S.C.  1413) 
is  amended  by  inserting  at  the  end  thereof 
the  following: 


"(14)  policies  and  procedures  relating  to 
the  establishment  and  maintenance  of 
standards  to  ensure  that  personnel  neces- 
sary to  carry  out  the  purposes  of  this  part 
are  appropriately  and  adequately  prepared 
and  trained,  including— 

"(A)  the  establishment  and  maintenance 
of  standards  which  are  consistent  with  any 
State  approved  or  recognized  certification, 
licensing,  registration,  or  other  comparable 
requirements  which  apply  to  the  area  in 
which  he  or  she  is  providing  special  educa- 
tion or  related  services,  and 

"(B)  to  the  extent  such  standards  are  not 
based  on  the  highest  requirements  in  the 
State  applicable  to  a  specific  profession  or 
discipline,  the  steps  the  State  is  taking  to  re- 
quire the  retraining  or  hiring  of  personnel 
that  meet  appropriate  professional  require- 
ments in  the  State. ". 
SEC.  Its.  evalvation. 

Section  618  of  the  Act  (20  U.S.C.  1418)  is 
amended  to  read  as  follows: 
"evaluation 

"Sec.  618.  (a)  The  Secretary  shall  directly 
or  by  grant,  contract,  or  cooperative  agree- 
ment, collect  data  and  conduct  studies,  in- 
vestigations, and  evaluations— 

"(1)  to  assess  progress  in  the  implementa- 
tion of  this  Act,  the  impact,  and  the  effec- 
tiveness of  State  and  local  efforts  and  efforts 
by  the  Secretary  of  Interior  to  provide  free 
appropriate  public  education  to  all  handi- 
capped children  and  youth  and  early  inter- 
vention services  to  handicapped  infants  and 
toddlers,  and 

"(2)  to  provide— 

"(A)  Congress  with  information  relevant 
to  policymaking,  and 

"(B)  Federal,  State,  and  local  agencies  and 
the  Secretary  of  Interior  with  information 
relevant  to  program  management  adminis- 
tration, and  effectiveness  with  respect  to 
such  education  and  early  intervention  serv- 
ices. 

"(b)  In  carrying  out  subsection  (a),  the 
Secretary,  on  at  least  an  annual  basis,  shall 
obtain  data  concerning  programs  and 
projects  assisted  under  this  Act  and  under 
other  Federal  laws  relating  to  handicapped 
infants,  toddlers,  children,  and  youth,  and 
such  additional  information,  from  State 
and  local  educational  agencies,  the  Secre- 
tary of  Interior,  and  other  appropriate 
sources,  as  is  necessary  for  the  implementa- 
tion of  this  Act  including— 

"(1)  the  number  of  handicapped  infants, 
toddlers,  children,  and  youth  in  each  State 
receiving  a  free  appropriate  public  educa- 
tion or  early  intervention  services  (A)  in  age 
groups  0-2  and  3-5,  and  (B)  in  age  groups  6- 
11,  12-17,  and  18-21  by  disability  category, 

"(2)  the  number  of  handicapped  children 
and  youth  in  each  State  who  are  participat- 
ing in  regular  educational  programs  (con- 
sistent with  the  requirements  of  sections 
612(5)(B)  and  614(a)(l)(C)(iv))  by  disability 
category,  and  the  number  of  handicapped 
children  and  youth  in  separate  classes,  sepa- 
rate schools  or  facilities,  or  public  or  private 
residential  facilities,  or  who  have  been  oth- 
erwise removed  from  the  regular  education 
environment, 

"(3)  the  number  of  handicapped  children 
and  youth  exiting  the  educational  system 
each  year  through  program  completion  or 
otherwise  (A)  in  age  group  3-5,  and  (B)  in 
age  groups  6-11.  12-17.  and  18-21  by  disabil- 
ity category  and  anticipated  services  for  the 
next  year, 

"(4)  the  amount  of  Federal,  State,  and 
local  funds  expended  in  each  State  specifi- 
cally for  special  education  and  related  serv- 
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ices and  for  early  intervention  services 
(which  may  be  based  upon  a  sampling  of 
data  from  State  agencies  including  State 
and  local  educational  agencies), 

"(S)  the  number  and  type  of  personnel  that 
are  employed  in  the  provision  of  special 
education  and  related  services  to  handi- 
capped children  and  youth  and  early  inter- 
vention services  to  handicapped  infants  and 
toddlers  by  disability  category  served,  and 
the  estimated  number  and  type  of  addition- 
al personnel  by  disability  category  needed  to 
adequately  carry  out  the  policy  established 
by  this  Act,  and 

"(6)  a  description  of  the  special  education 
and  related  services  and  early  intervention 
services  needed  to  fully  implement  this  Act 
throughout  each  State,  including  estimates 
of  the  number  of  handicapped  infants  and 
toddlers  in  the  0-2  age  group  and  estimates 
of  the  number  of  handicapped  children  and 
youth  <A)  in  age  group  3-5  and  (B)  in  age 
groups  6-11,  12-17,  and  18-21  and  by  disabil- 
ity category. 

"(c)  The  Secretary  shall,  by  grant,  con- 
tract, or  cooperative  agreement,  provide  for 
evaluation  studies  to  determine  the  impact 
of  this  Act  Each  such  evaluation  shall  in- 
clude recommendations  for  improvement  of 
the  programs  under  this  Act  The  Secretary 
shall,  not  later  than  July  1  of  each  year, 
submit  to  the  appropriate  committees  of 
each  House  of  the  Congress  and  publish  in 
the  Federal  Register  proposed  evaluation 
priorities  for  review  and  comrnent 

"(d)(1)  The  Secretary  may  enter  into  coop- 
erative agreements  with  State  educational 
agencies  and  other  State  agencies  to  carry 
out  studies  to  assess  the  impact  and  effec- 
tiveness of  programs  assisted  under  this  Act 
"(2)  An  agreement  under  paragraph  (1) 
shall— 

"(A)  provide  for  the  payment  of  not  to 
exceed  60  percent  of  the  total  cost  of  studies 
conducted  by  a  participating  State  agency 
to  assess  the  impact  and  effectiveness  of  pro- 
grams assisted  under  this  Act  and 

"(B)  be  developed  in  consultation  with  the 
State  Advisory  Panel  established  under  this 
Act  the  local  educational  agencies,  and 
others  involved  in  or  concerned  with  the 
education  of  handicapped  children  and 
youth  and  the  provision  of  early  interven- 
tion services  to  handicapped  tn/ants  and 
toddlers. 

"(3)  The  Secretary  shall  provide  technical 
assistance  to  participating  State  agencies  in 
the  implementation  of  the  study  design, 
analysis,  and  reporting  procedures. 

"(4)  In  addition,  the  Secretary  shall  dis- 
seminate information  from  such  studies  to 
State  agencies,  regional  resources  centers, 
and  clearinghouses  established  by  this  Act 
and,  as  appropriate,  to  others  involved  in, 
or  concerned  with,  the  education  of  handi- 
capped children  and  youth  and  the  provi- 
sion of  early  intervention  services  to  handi- 
capped infants  and  toddlers. 

"(e)(1)  At  least  one  study  shall  be  a  longi- 
tudinal study  of  a  sample  of  handicapped 
students,  encompassing  the  full  range  of 
handicapping  conditions,  examining  their 
educational  progress  while  in  special  educa- 
tion and  their  occupational,  educational 
and  independent  living  status  after  graduat- 
ing from  secondary  school  or  otherwise  leav- 
ing special  education. 

"(2)  At  least  one  study  shall  focus  on  ob- 
taining and  compiling  current  information 
available,  through  State  educational  agen- 
cies and  local  educational  agencies  and 
other  service  providers,  regarding  State  and 
local  expenditures  for  educational  services 
for  handicapped  students  (including  special 


education  and  related  services)  and  shall 
gather  information  needed  in  order  to  calcu- 
late a  range  of  per  pupil  expenditures  by 
handicapping  condition. 

"(f)(1)  Not  laUr  than  120  days  after  the 
close  of  each  fiscal  year,  the  Secretary  shall 
publish  and  disseminate  an  annual  report 
on  the  progress  being  made  toward  the  pro- 
vision of  a  free  appropriate  public  educa- 
tion to  all  handicapped  children  and  youth 
and  early  intervention  services  for  handi- 
capped  infants  and  toddlers.  The  annual 
report  shall  be  transmitted  to  the  appropri- 
ate committees  of  each  House  of  Congress 
and  published  and  disseminated  in  suffi- 
cient quantities  to  the  education  communi- 
ty at  large  and  to  other  interested  parties. 

"(2)  The  Secretary  shall  include  in  each 
annual  report  under  paragraph  (1)— 

"(A)  a  compilation  and  analysis  of  data 
gathered  under  subsection  (b), 

"(B)  an  index  and  summary  of  each  eval- 
uation activity  and  results  of  studies  con- 
ducted under  subsection  (c), 

"(C)  a  description  of  findings  and  deter- 
minations resulting  from  monitoring  re- 
views of  state  implementation  of  part  B  of 
this  Act 

"(D)  an  analysis  and  evaluation  of  the 
participation  of  handicapped  children  and 
youth  in  vocational  education  programs 
and  services, 

"(E)  an  analysis  and  evaluation  of  the  ef- 
fectiveness of  procedures  undertaken  by 
each  State  educational  agency,  local  educa- 
tional agency,  and  intermediate  educational 
unit  to  ensure  that  handicapped  children 
and  youth  receive  special  education  and  re- 
lated services  in  the  least  restrictive  envi- 
ronment commensurate  with  their  needs 
and  to  improve  programs  of  instruction  for 
handicapped  children  and  youth  in  day  or 
residential  facilities,  and 

"IF)  any  recommendation  for  change  in 
the  provisions  of  this  Act  or  any  other  Feder- 
al law  providing  support  for  the  education 
of  handicapped  children  and  youth. 

"(3)  In  the  annual  report  under  paragraph 
(1)  for  fiscal  year  1985  which  is  published  in 
1986  and  for  every  third  year  thereafter,  the 
Secretary  shall  include  in  the  annual 
report— 

"(A)  an  index  of  all  current  projects 
funded  under  parts  C  through  G  of  this  title, 
and 

"(B)  data  reported  under  sections  621,  622, 
623,  627,  634,  641.  and  661. 

"(4)  In  the  annual  report  under  paragraph 
(1)  for  fiscal  year  1988  which  is  published  in 
1989,  the  Secretary  shall  include  special  sec- 
tions addressing  the  provision  of  a  free  ap- 
propriate public  education  to  handicapped 
infants,  toddlers,  children,  and  youth  in 
rural  areas  and  to  handicapped  migrants, 
handicapped  Indians  (particularly  pro- 
grams operated  under  section  611(f)),  handi- 
capped Native  Hawaiian,  and  other  native 
Pacific  basin  children  and  youth,  handi- 
capped infants,  toddlers,  children  and  youth 
of  limited  English  proficiency. 

"(5)  Beginning  in  1986,  in  consultation 
with  the  National  Council  for  the  Handi- 
capped and  the  Bureau  of  Indian  Affairs  Ad- 
visory Committee  for  Exceptional  Children, 
a  description  of  the  status  of  early  interven- 
tion services  for  handicapped  infants  and 
toddlers  from  birth  through  age  two.  inclu- 
sive, and  special  education  and  related  serv- 
ices to  handicapped  children  from  3  through 
5  years  of  age  (including  those  receiving 
services  through  Head  Start  Developmental 
Disabilities  Programs,  Crippled  Children's 
Services,  Mental  Health/Mental  Retardation 
Agency,  and  State  child-development  centers 


and  private  agencies  under  contract  with 
local  schools). 

"(g)  There  are  authorized  to  be  appropri- 
ated t3,800,000  for  fiscal  year  1987, 
$4,000,000  for  fiscal  year  1988,  and 
$4,200,000  for  fiscal  year  1989  to  carry  out 
this  section. ". 

SBC.  itl.  REPEAL 

Section  604  of  the  Act  (20  U.S.C.  1403)  « 
repealed. 

The  SPEAKER  pro  tempore.  Is  a 
second  demanded? 

Mr.  BARTLETT.  Mr.  Speaker,  I 
demand  a  second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Montana  [Mr.  Wil- 
liams] will  be  recognized  for  20  min- 
utes and  the  gentleman  from  Texas 
[Mr.  Bartlett]  will  be  recognized  for 
20  minutes. 

The  Chair  recognizes  the  gentleman 
from  Montana  [Mr.  Williams]. 

Mr.  WILLIAMS.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  rise  in  support  of 
H.R.  5520,  the  Education  of  the 
Handicapped  Amendments  of  1986. 
The  bill  is  a  significant  link  in  the 
chain  of  protections  the  Congress  has 
provided  to  children  with  disabilities. 

This  bill  has  three  purposes.  First, 
the  bill  reauthorizes  the  discretionary 
programs  under  the  act,  which  provide 
assistance  for  demonstration  projects, 
training,  and  research. 

Second,  the  bill  provides  greater  in- 
centives to  States  to  serve  the  estimat- 
ed 70,000  handicapped  children  aged  3 
to  5  who  currently  are  not  being 
served— 260,000  children  currently  are 
being  provided  services. 

Finally,  the  bill  adds  a  new  discre- 
tionary program  to  the  act  that  ad- 
dresses the  special  needs  of  handi- 
capped infants  and  toddlers  and  their 
families  to  appropriate  early  interven- 
tion services. 

The  bill  is  the  outcome  of  7  days  of 
hearings.  It  responds  to  the  comments 
of  more  than  50  witnesses  represent- 
ing diverse  views  and  needs.  It  was  de- 
veloped with  the  help  of  the  disability 
community  including,  of  course,  par- 
ents, education  administrators,  local 
school  boards,  and  the  Governors. 

The  bill  is  a  consensus  bill;  it  is  a  bi- 
partisan bill;  and  it  is  a  bill  which  we 
can  expect,  based  on  negotiations  with 
the  Senate,  will  be  accepted  by  that 
body  without  amendment. 

Such  a  result  could  not  have  come 
about  without  cooperation  with  the 
minority,  especially  Mr.  Bartlett,  the 
ranking  member  of  the  subcommittee, 
and  Mr.  Jeffords  the  ranking  member 
of  the  full  Committee  on  Education 
and  Labor.  I  would  like  to  thank  them 
for  their  efforts.  I  would  also  like  to 
provide  a  special  thanks  to  Senator 
Weicker  and  Congressman  Biaggi. 
Also,  I  would  like  to  thank  my  staff. 
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the  staff  of  the  minority,  and  the 
Senate  staff  for  their  work  on  this  bill. 

H.R.  5520  was  introduced  in  re- 
sponse to  the  overwhelming  case  that 
exists  for  providing  comprehensive 
services  for  handicapped  infants,  tod- 
dlers, and  preschoolers.  The  Depart- 
ment of  Education,  in  its  report  to 
Congress  states: 

Studies  of  the  effectiveness  of  preschool 
education  for  the  handicapped  have  demon- 
strated beyond  doubt  the  economic  and  edu- 
cational benefits  of  programs  for  young 
handicapped  children. 

In  addition,  the  studies  show  that  the  ear- 
lier intervention  is  started,  the  greater  the 
ultimate  dollar  savings  and  the  higher  is  the 
rate  of  educational  attainment  by  these 
handicapped  children. 

Let  me  take  a  moment  to  describe 
the  major  components  of  the  bill. 
First,  title  I  creates  a  new  part  to  the 
Education  of  the  Handicapped  Act  for 
the  purpose  of  providing  financial  as- 
sistance to  States  to  develop  and  im- 
plement a  statewide,  comprehensive, 
coordinated  multidisciplinary  inter- 
agency program  of  early  intervention 
services  for  all  handicapped  infants 
and  toddlers  and  their  families. 

Under  the  bill,  after  4  years,  the 
State,  if  it  wants  to  continue  receiving 
assistance  under  the  part,  must  have 
in  effect,  among  other  things,  a  policy 
under  which  appropriate  early  inter- 
vention services  will  be  made  available 
to  all  handicapped  infants  and  tod- 
dlers in  the  State  at  no  cost  except 
where  Federal  or  State  law  provides 
for  a  system  of  payment  by  families, 
including  a  schedule  of  sliding  fees. 

This  provision  is  designed  to,  on  the 
one  hand  send  a  message  that  after  4 
years  all  early  intervention  services 
must  be  free  but  at  the  same  time  pro- 
vide States  with  the  discretion  to 
charge  families  that  can  afford  to  pay 
for  certain  services  pursuant  to  a  spe- 
cific Federal  or  State  law. 

The  phrase  "including  a  schedule  of 
sliding  fees"  is  intended  to  preclude  a 
State  from  enacting  a  law  that  re- 
quires payment  by  all  parents  if  the 
effect  of  the  law  is  to  deny  services  to 
poor  infants  and  toddlers.  Further, 
this  provision  should  not  be  construed 
as  permitting  a  State  to  charge  a 
parent  for  particular  service  if  such 
services  must  be  provided  to  them  free 
of  charge  under  a  separate  State  or 
Federal  law.  That  is,  this  law  is  not  de- 
signed to  supersede  provisions  includ- 
ed in  other  laws. 

Early  intervention  services  are  devel- 
opmental services  which  are  designed 
to  meet  the  infant's  developmental 
needs;  are  provided  by  qualified  per- 
sonnel; and  are  provided  in  conformity 
with  an  individualized  family  service 
plan.  The  bill  includes  examples  of 
early  intervention  services  such  as  spe- 
cial instruction. 

The  bill  includes  examples  of  quali- 
fied personnel.  However,  this  list  is  not 
meant  to  be  exhaustive.  For  example, 
physicians  are  clearly  intended  to  be 


considered  qualified  personnel  for  pur- 
poses of  providing  diagnostic  and  eval- 
uation services. 

With  respect  to  title  II,  the  bill 
amends  the  current  preschool  incen- 
tive grant  program.  The  bill  estab- 
lishes maximum  per  child  amounts 
which  a  State  may  receive  under  the 
preschool  program;  includes  condi- 
tions which  a  State  must  satisfy  in 
order  to  be  eligible  for  assistance;  pre- 
scribes the  apportionment  of  funds  be- 
tween the  State  educational  agency 
and  local  educational  agencies  and  the 
procedure  for  suballocating  funds  to 
local  educational  agencies,  identifies 
acceptable  uses  of  funds  under  this 
program,  includes  an  amendment  con- 
cerning the  circumstances  under 
which  a  State  may  count  handicapped 
children  aged  3  to  5  for  purpose  of  re- 
ceiving funds  for  the  basic  State  grant. 

With  respect  to  the  discretionary 
programs,  the  bill  makes  certain 
changes  which  enhance  the  capacity 
of  the  special  education  system  to 
meet  the  needs  of  handicapped  chil- 
dren. These  discretionary  programs 
provide  for  demonstration  programs, 
personnel  training  and  research  relat- 
ed to  the  education  of  handicapped  in- 
fants, children,  youth,  and  young 
adults.  They  are  reauthorized  for  3 
years. 

The  bill  provides  for  expansion  of 
services  under  part  C  of  the  act  by  es- 
tablishing a  national  technical  assist- 
ance center  focusing  on  national  prior- 
ities in  the  education  of  the  handi- 
capped; expands  the  authority  and 
functions  of  regional  resource  centers 
to  provide  information  and  training 
assistance  to  States  with  respect  to 
early  intervention  services;  establishes 
early  childhood  research  institutes; 
provides  for  demonstration  and  out- 
reach programs;  focuses  research 
funds  for  programs  for  the  severely 
handicapped;  provides  for  expansion 
of  transition  services  to  handicapped 
children  throughout  their  school  ex- 
perience; and  provides  for  greater  co- 
ordination and  dissemination  of  infor- 
mation regarding  the  education  of  the 
handicapped  from  early  intervention 
through  postsecondary  programs. 

The  bill  amends  part  D  of  the  act  by 
establishing  a  clearinghouse  to  encour- 
age personnel  to  seek  employment  in 
fields  relating  to  the  education  of 
handicapped  children  and  youth;  clari- 
fying the  purpose  of  training  to  in- 
clude training  for  careers  in  early 
intervention;  and  provides  for  grants 
to  State  education  agencies  for  preser- 
vice  and  inservice  training  for  person- 
nel working  with  handicapped  chil- 
dren. 

The  bill  amends  part  E  of  the  act  by 
expanding  the  list  of  authorized  uses 
of  funds  for  research  and  demonstra- 
tion projects  to  include  issues  relating 
to  early  intervention  for  infants  and 
toddlers.  The  bill  also  provides  that 
the  Secretary  must  convene  panels  of 
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experts  for  the  review  of  proposals 
under  parts  C  through  G  and  includes 
the  necessary  administrative  author- 
ity. 

The  bill  amends  part  F  of  the  act  to 
address  the  problems  of  illiteracy 
among  the  handicapped  and  to  clarify 
that  public  libraries  may  be  used  to 
distribute  captioned  films  and  educa- 
tional media  to  handicapped  persons. 

These  existing  discretionary  pro- 
grams are  reauthorized  at  $184  million 
for  fiscal  year  1987,  $195  million  in 
fiscal  year  1988  and  $206  million  in 
fiscal  year  1989. 

The  bill  adds  a  new  part  G  which  is 
designed  to  advance  the  use  of  new 
technology,  media,  and  materials  in 
the  education  of  handicapped  stu- 
dents. For  this  new  part,  the  bill  au- 
thorizes $10  million  for  fiscal  year 
1987,  and  $10.5  million  for  fiscal  year 
1988  and  $11.25  million  for  fiscal  year 
1989. 

The  bill  also  makes  certain  miscella- 
neous amendments  to  the  act  that: 
clarify  that  the  Secretary  of  Educa- 
tion may  make  grants  for  the  purpose 
of  removing  barriers  in  schools  serving 
Indians  on  reservations;  clarify  the 
definition  of  "public  or  private  non- 
profit agency  or  organization"  to  in- 
clude Indian  tribe;  increase  from  1  to 
1.25  percent,  the  amount  reserved  for 
the  education  of  handicapped  children 
on  reservations  serviced  by  schools  op- 
erated by  the  Department  of  the  Inte- 
rior; modify  the  12-percent  cap  provi- 
sion regarding  the  counting  of  chil- 
dren; and  provide  States  with  addition- 
al resources  to  ensure  appropriate  im- 
plementation of  the  act;  and  providing 
for  modifications  in  data  collection  in 
regard  to  early  intervention  and  spe- 
cial education  services. 

D  1340 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mr.  BARTLETT.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  I  rise  in  strong  support 
of  H.R.  5520,  the  Education  of  the 
Handicapped  Act  Amendments  of 
1986.  This  legislation  not  only  reau- 
thorizes and  improves  the  discretion- 
ary programs  under  the  act,  but  also 
puts  into  place  two  initiatives  which 
will  lead  significantly  improved  serv- 
ices to  handicapped  infants  and  tod- 
dlers and  their  families.  These  im- 
provements are  tantamount  to  a  Head 
Start  Program  for  these  handicapped 
infants  and  preschoolers  who,  because 
of  these  services,  will  likely  require 
less  special  education  when  they  enter 
school. 

I  want  to  congratulate  and  thank 
the  chairman  of  the  Subcommittee  on 
Select  Education,  Pat  Williams,  and 
his  staff,  for  the  hard  work  and  lead- 
ership exhibited  on  this  legislation. 
Because  of  his  leadership,  we  have  a 
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bipartisan  bill,  supported  by  disability 
and  school  administration  groups,  and 
an  understanding  with  the  other  body 
that  this  bill  will  be  accepted  without 
change. 

This  bill  accomplishes  three  major 
educational  and  social  objectives  and 
does  so  by  establishing  a  relationship 
between  the  Federal  Government  and 
State  and  local  units  of  government 
which  are  appropriate  and  desirable. 

We  have  established  a  new  discre- 
tionary program  for  the  purpose  of  as- 
sisting States  to  establish  a  compre- 
hensive system  of  early  intervention 
services.  This  program  is  essentially  an 
expansion  of  the  Early  Childhood 
Education  Program  designed  by  the 
former  chairman  of  the  Subcommittee 
on  Select  Education,  Congressman 
Austin  Murphy  of  Pennsylvania.  H.R. 
5520  provides  assistance  to  States  for 
capacity  building,  and  provides  States 
with  the  authority  to  develop  a  system 
that  fits  their  individual  characteris- 
tics. The  bill  provides  States  with  a 
significant  financial  incentive,  sets 
them  on  a  course  that  will  be  fueled 
by  local  advocates  and  the  benefits  of 
early  intervention,  and  does  not  penal- 
ize States  which  choose  not  to  partici- 
pate. 

The  Federal  requirements  for  the 
early  intervention  system  are  broad, 
and  includes  a  nonexhaustive  list  of 
service  providers.  It  is  expected  that  a 
range  of  professions,  including  physi- 
cians, will  play  an  integral  role  in  car- 
rying out  the  purposes  of  the  program. 

Our  improvements  to  the  Preschool 
Incentive  Grant  Program  effectively 
tell  States  that  by  the  beginning  of 
the  1992-93  school  year,  at  the  latest. 
Congress  will  have  provided  States 
with  over  15  years  worth  of  preschool 
incentive  grant  funds  and  expect 
States  to  serve  all  handicapped  3-  to  5- 
year-olds  in  their  State.  Failure  to  pro- 
vide services  to  all  of  these  3-  to  5- 
year-olds  will  result  in  a  loss  of  Feder- 
al support  only  for  3  to  5  funding.  The 
penalty  does  not  extend  to  a  potential 
loss  of  other  Federal  funding. 

Our  changes  in  the  discretionary 
programs  under  the  act  include  a 
number  of  major  improvements: 

Teacher  shortages  and  the  lack  of 
qualified  teachers  are  probably  the 
greatest  problems  facing  special  educa- 
tion today.  We  have  attempted  to 
solve  this  problem  by  creating  a  tight- 
er fit  between  identified  State  short- 
ages and  Federal  training  grants. 

Similarly,  we  know  that  the  0-2  and 
3-5  initiatives  are  going  to  generate 
even  greater  needs  for  trained  person- 
nel in  every  facet  of  special  education. 
As  a  result,  the  bill  integrates  these 
initiatives  into  virtually  every  discre- 
tionary program. 

In  the  area  of  computer  technology, 
the  bill  authorizes  a  new  part  G  which 
will  allow  for  growth  and  improve- 
ment in  the  development  and  use  of 


computer  technology  in  special  educa- 
tion. 

This  is  a  particularly  exciting  field 
and  the  Federal  role  will  be  one  of 
adapting  mainstream  technology,  pro- 
moting its  use  in  the  classroom,  and 
supporting  the  research  efforts  par- 
ticular to  special  education. 

In  summary  I  would  observe  that 
H.R.  5520  marks  another  important 
step  in  Congress'  willingness  to  ad- 
dress the  needs  of  handicapped  per- 
sons and  their  families.  This  bill  estab- 
lishes a  national  policy  on  early  inter- 
vention which  recognizes  its  benefits, 
provides  assistance  to  States  to  build 
systems  of  service  delivery,  and  recog- 
nizes the  unique  role  of  families  in  the 
development  of  their  handicapped 
children.  Families  of  infants  and  tod- 
dlers with  handicaps  are  under  tre- 
mendous strain.  When  early  interven- 
tion services  are  provided  to  their 
handicapped  children,  at  the  same 
time  a  helping  hand  is  being  extended 
to  families.  I  have  visited  early  inter- 
vention programs  in  my  home  State  of 
Texas  and  talked  to  parents  of  mental- 
ly retarded  and  physically  handi- 
capped infants.  After  hearing  them 
talk  about  the  benefits  of  the  program 
to  their  child,  one  is  struck  by  the 
pride  and  optimism  that  is  part  of 
their  lives  as  a  result  of  the  early 
intervention  program.  It  would  not  be 
an  overstatement  to  characterize  H.R. 
5520  as  a  profamily  bill  for  families 
with  handicapped  infants  and  tod- 
dlers. 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mr.  WILLIAMS.  Mr.  Speaker,  I  yield 
such  time  as  he  may  consume  to  the 
chairman  of  the  Select  Committee  on 
Children,  Youth,  and  Families,  the 
gentleman  from  California  [Mr. 
Miller].  Mr.  Miller's  leadership  on 
this  legislation  and  other  similar  legis- 
lation has  meant  so  much  to  America's 
children  and  to  their  parents. 

Mr.  MILLER  of  California.  I  thank 
the  chairman  of  the  subcommittee  for 
his  kind  remarks  and  for  yielding  this 
time  to  me. 

Mr.  Speaker,  I  rise  in  support  of  this 
legislation,  H.R.  5520,  and  in  doing  so  I 
want  to  commend  both  the  majority 
and  the  minority  on  the  Committee  on 
Education  and  Labor  for  arriving  at 
this  piece  of  legislation. 

This  is  a  continuation  of  our  nation- 
al commitment  to  children  who  are 
handicapped  and  to  their  families  in 
which  those  children  live  so  that  we 
make  every  effort  at  the  national  level 
to  see  to  it  that  those  children  have 
the  fullest  opportunity  possible  to  par- 
ticipate in  American  society,  in  the 
American  educational  system,  in  the 
American  economic  system. 

What  we  have  seen  over  the  10  years 
of  this  program  is  that  this  law  has 
dramatically  increased  the  opportuni- 
ties for  the  handicapped  to  partici- 
pate. In  those  10  years  I  have  conduct- 


ed along  with  the  chairman  of  the  sub- 
committee. Mr.  Williams,  and  others 
numerous  oversight  hearings,  and  I 
would  like  to  tell  the  Members  of  this 
Congress  that  they  should  be  very 
proud  of  this  legislation,  which  they 
passed  10  years  ago  because  time  and 
again  parents  have  come  to  this  com- 
mittee and  have  said  'but  for  this  law 
my  child  would  not  have  been  able  to 
go  to  school."  "but  for  this  law  I  would 
not  have  been  able  to  get  the  services 
that  were  necessary  so  my  child  could 
receive  an  education,"  "I  would  not 
have  been  able  to  get  the  medical 
help,"  "I  would  not  have  been  able  to 
get  the  appliances  that  were  necessary 
so  that  my  child  could  participate  in 
the  educational  system  of  this  coun- 
try." 

Time  and  again  we  were  told  of  cases 
where  people  tried  to  deny  that  access 
to  go  back  to  the  days  that  gave  them 
impetus  to  this  legislation  when  chil- 
dren who  were  handicapped  were  edu- 
cated in  basements,  children  were  seg- 
regated from  the  rest  of  the  school 
population,  children  were  denied  edu- 
cation at  all.  This  legislation  has  over- 
come that  problem  in  American  socie- 
ty and  within  the  educational  institu- 
tions of  this  country.  But  that  is  not 
to  say  that  all  educational  institutions 
have  accepted  it  readily  and  that  they 
still  do  not  battle  and  seek  the  time 
when  perhaps  they  can  roll  this  'back. 
So  the  extension  of  this  program  is  an 
important  signal  to  those  families  that 
suffer  from  the  burdens  and  the  trou- 
bles and  the  problems  that  education- 
al institutions  force  upon  them  when 
they  have  a  handicapped  chil^  in  their 
family. 

The  exciting  part  of  this  legislation 
is  that  now  we  are  prepared  to  go  even 
a  step  further.  We  are  prepared  to 
expand  the  benefits  of  this  program  to 
infants,  toddlers,  to  preschoolers  be- 
cause what  we  have  learned  over  the 
last  decade  is  that  the  earlier  time  in 
this  child's  life  that  we  can  intervene 
in  behalf  of  them,  the  greater  success 
that  we  have,  and  in  fact  the  cost  of 
education  to  the  handicapped  per  stu- 
dent starts  to  drop  because  of  our  abil- 
ity to  work  with  these  children  at  a 
very  young  age.  I  wish  that  that  provi- 
sion of  the  bill  were  mandatory,  but  I 
think  as  school  districts  start  to  learn 
what  the  research  is  telling  us  with  re- 
spect to  future  costs  and  the  ability  to 
avoid  those  costs,  if  we  start  to  inter- 
vene with  handicapped  children  at  an 
earlier  date,  they  will  take  advantage 
of  this  provision,  and  I  would  hope 
that  the  Appropriations  Committee 
would  understand  that  the  sooner  we 
appropriate  the  $75  million  for  this 
provision  we  will  start  to  drive  down 
the  long-term  costs  of  educating  those 
children. 

I  am  also  excited  that  after  a  tour  of 
Indian  reservations  which  I  made  ear- 
lier  this    year,    that    the    legislation 
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speaks  to  try  to  increase  the  services, 
remove  the  barriers  that  exist  on  the 
Indian  reservations  in  this  country  so 
that  those  children,  too,  who  live  on 
Indian  reservations  and  suffer  from 
handicaps,  can  in  fact  participate  in 
the  educational  systems  that  are  ex- 
tended to  those  reservations. 

So,  I  would  hope  that  all  of  our  col- 
leagues would  give  this  legislation 
unanimous  endorsement  and  that  we 
would  in  fact  see  the  extension  of 
these  services  and  a  reconfirmation  of 
our  beliefs  in  the  rights  of  the  handi- 
capped in  this  Nation  to  achieve  their 
full  participation  in  our  society  as  it  is 
embodied  in  this  legislation. 

Again  I  want  to  commend  all  of  the 
members  of  the  Committee  on  Educa- 
tion and  Labor  for  all  of  the  work  that 
they  have  done  on  this  legislation  over 
the  past  year.  

Mr.  BARTLETT.  Mr.  Speaker,  I 
yield  myself  1  additional  minute. 

I  want  to  take  this  1  minute  to  say- 
Mr.  Speaker,  first  I  have  no  further 
requests  for  time— I  would  want  to 
take  this  time  to  do  two  things.  First 
of  all,  I  want  to  thank  the  leadership 
and  the  vision  of  Chairman  Williams 
in  this.  It  is  late  in  the  session,  but  we 
have  developed  a  piece  of  legislation 
with  his  leadership  which  is  both  cost 
effective  for  the  Federal  Government 
as  well  as  the  State  governments,  as 
well  as  providing  a  substantial  new  day 
and  leadership  in  terms  of  education 
of  the  handicapped. 

It  is  cost  effective  because  as  these 
preschoolers  move  into  the  first  grade 
and  beyond,  their  need  for  special  edu- 
cation services  is  minimized. 

I  also  want  to  take  a  minute  to 
remind  the  House  that  this  is  legisla- 
tion that  is  supported  by  all  groups 
who  are  involved  in  education,  both 
education  groups  of  school  administra- 
tors, school  boards  as  well  as  disability 
groups.  It  is  legislation  that  is  truly 
consensus  legislation  but  that  is  both 
compassionate  and  cost  effective. 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mr.  WILLIAMS.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  this  piece  of  legislation 
is  the  most  important  thing  that  this 
Congress  will  do  for  handicapped  in- 
fants and  young  children  up  to  the  age 
of  5  in  this  decade  and  perhaps  for  the 
remainder  of  this  century.  This  legis- 
lation will  require  commitment,  effort, 
expertise,  long  hours  and,  yes,  money. 

But  what  great  effort  in  American 
history  has  not  required  all  of  those 
things?  What  great  problem  in  Ameri- 
can history  has  been  resolved  without 
the  enormous  effort  from  our  citizen- 
ry and  without  a  fairly  high  cost  at- 
tached to  it? 

Some  years  ago  family  friends  of 
mine  living  out  in  Montana  in  a  city 
called  Missoula  were  blessed  with  a 
young  daughter.  They  named  her 
Keough,  Keough  Duffy. 


Keough  was  born  as  a  Down's  syn- 
drome child. 

Not  long  after  her  birth,  the  parents 
made  me  proud  by  asking  me  to  be 
Keough's  godfather,  which  I  am. 

There  are  a  lot  of  Keough  Duffy's  in 
this  land,  children  born  very,  very 
close  to  the  threshold  of  death,  many 
of  whom  are  given  up  on,  their  lives 
abandoned,  but  others  like  Keough 
who  are  blessed  with  parents,  health 
care  professionals  and  educators  to 
surround  them,  hold  them,  care  for 
them  and  teach  them  until,  like 
Keough  today,  nearing  6  years  of  age, 
the  children  become  healthy,  happy 
and  wise. 
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So,  Keough  Duffy,  for  you  and  for 
all  the  children  like  you  throughout 
the  country,  this  bill  is  for  you. 

Mr.  AKAKA.  Mr.  Speaker,  I  rise  in  strong 
support  of  the  bill,  H.R.  5520,  the  Education  of 
the  Handicapped  Amendments  of  1986. 

H.R.  5520  boasts  a  record  of  extensive,  in- 
sightful review,  of  which  the  Ckjmmittee  on 
Education  and  Labor  should  be  extremely 
proud.  It  is,  in  this  light,  certainly  appropriate 
that  we  commend  those  whose  efforts  have 
had  the  effect  of  producing  such  a  fine  piece 
of  legislation:  Chairman  Hawkins,  ranking  Re- 
publican member,  James  Jeffords,  Subconrv 
mittee  Chairman  Pat  Williams,  the  subcom- 
mittee's ranking  Republican  member,  Steve 
Bartlett.  and  the  other  members  of  the 
committee. 

Mr.  Speaker,  H.R.  5520  focuses  on  three 
objectives;  First,  to  amend  the  Education  of 
the  Handicapped  Act  [EHA]  by  establishing  a 
new  Federal  discretionary  program  to  assist 
States  in  the  development  and  implementation 
of  a  comprehensive,  coordinated,  interdiscipli- 
nary program  of  early  intervention  services  for 
handicapped  infants  and  toddlers  and  their 
families.  Second,  the  bill  amends  the  pre- 
school incentive  provision  and  other  sections 
of  the  EHA  to  strengthen  the  incentive  for 
States  to  serve  all  handicapped  children  aged 
3  to  5,  inclusive.  Finally,  the  bill  amends  cer- 
tain evaluations  of  the  EHA  and  amends  and 
extends  the  authority  for  the  discretionary  pro- 
grams under  parts  C  through  G  of  the  EHA. 

In  sum,  H.R.  5520  sends  a  strong  signal  to 
our  Nation's  State  and  local  educational  agen- 
cies of  the  Federal  Government's  continued 
commitment  to  meeting  the  special  education- 
al and  related  services  needs  of  handicapped 
children  and  youth.  I  commend  the  committee 
for  its  wisdom. 

I  believe  that  it  is  appropriate  for  me  to  fur- 
ther thank  and  commend  the  committee  for  its 
sensitivity  to  the  needs  of  handicapped  chil- 
dren and  youth  of  native  Hawaiian  ancestry. 

As  my  colleagues  will  notice,  the  committee 
has  expressed  a  sincere  concern  for  the 
needs  of  this  population  group,  specifically, 
that  its  members  suffer  from  an  across-the- 
board  lack  of  parity  with  their  peers  nationally. 
Furthermore,  the  committee  has  provided  the 
groundwork  for  increased  attention  to  those 
problems.  I  thank  the  committee  for  including 
language  in  the  report  accompanying  H.R. 
5520  that  does  the  following:  First,  directs  the 
Secretary  to  make  a  grant  under  the  bill's 


early  education  for  handicapped  children  to 
the  State  of  Hawaii  for  the  purpose  of  ad- 
dressing the  needs  of  native  Hawaiian  chil- 
dren with  handicaps;  second,  clarifies  its 
intent  that  the  term  "severely  handicapped" 
include  severely  handicapped  native  Hawai- 
ians;  third,  clarifies  its  intent  that  the  term 
"traditionally  underrepresented"  includes 
native  Hawaiians;  fourth,  directs  the  Secretary 
to  make  a  separate  grant  to  a  nonprofit 
agency  in  the  State  of  Hawaii  for  the  purpose 
of  training  native  Hawaiian  parents;  fifth,  di- 
rects the  Secretary  to  make  a  grant  to,  or 
enter  into  a  cooperative  agreement  or  con- 
tract with,  an  educational  agency  in  the  State 
of  Hawaii  providing  comprehensive  elementary 
and  secondary  educational  services  to  native 
Hawaiian  handicapped  children  and  youth  for 
the  purpose  of  developing  program  models 
and  demonstrations  for  native  Hawaiian  chil- 
dren and  youth;  and  sixth,  provides  that  in  the 
annual  report  for  fiscal  year  1988,  the  Secre- 
tary must  include  special  sections  addressing 
the  provision  of  free  appropriate  public  educa- 
tion to  handicapped  native  Hawaiian  children 
and  youth. 

That  there  is  an  urgent  need  for  these  serv- 
ices is  unquestionable,  and  I  am  sure  that  I 
speak  for  the  entire  native  Hawaiian  popula- 
tion when  I  say  that  the  committee's  attention 
to  their  needs  is  greatly  appreciated.  I  look 
fonward  to  working  with  the  committee  and 
with  the  Secretary  in  the  coming  year  to 
ensure  that  the  aims  of  the  native  Hawaiian 
provisions  are  met. 

Mr.  Speaker,  I  strongly  urge  the  passage  of 
this  bill. 

Mr.  BIAGGI.  Mr.  Speaker,  since  the  enact- 
ment of  Public  Law  94-142,  we  have  made 
tremendous  strides  in  ensuring  an  appropriate 
education  for  handicapped  children.  As  one  of 
the  original  authors  of  that  law,  I  have  taken  a 
deep  personal  interest  in  the  success  and  ef- 
fectiveness of  education  programs  for  children 
with  disabilities.  It  has  been  my  observation 
that  these  programs  work,  and  do  so  in  large 
measure  to  the  strong  leadership  role  dis- 
played by  the  Federal  Government. 

Today  we  will  consider  legislation  that  rec- 
ognizes that  this  Federal  role  must  continue, 
and  in  fact  expand,  to  ensure  that  handi- 
capped infants  and  toddlers  receive  the  eariy 
intervention  servk:es  they  clearly  need,  and 
deserve. 

H.R.  5520  reauthorizes  the  important  discre- 
tionary programs  currently  under  the  Educa- 
tion of  the  Handicapped  Act,  strengthens  the 
State  grant  program  for  3-  to  5-year-old  handi- 
capped preschoolers,  and  establishes  a  new 
program  of  eariy  intervention  services  for 
handicapped  infants  and  toddlers. 

I  am  proud  to  have  joined  as  an  original  co- 
sponsor  of  H.R.  5520.  This  bill  is  the  product 
of  a  true  bipartisan  effort  and  I  congratulate 
both  Mr.  Williams  and  Mr.  Bartlett  for  their 
work  on  this  measure.  I  also  commend  Chair- 
man Hawkins  for  the  expeditious  manner  in 
which  he  brought  this  bill  before  the  commit- 
tee and  to  the  floor.  And  I  thank  Mr.  Jef- 
fords, the  ranking  minority  member,  for  his 
input  and  work  on  this  bill. 

There  is  no  one  who  questions  the  impor- 
tance of  early  intervention  services.  Not  only 
have  these  services  proven  to  be  significant  in 
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terms  of  educational  advancements  and 
achievements  for  handicapped  children,  the 
economic  benefits  derived  from  eariy  interven- 
tion are  astounding.  These  findings  have  re- 
sulted from  literally  hundreds  of  studies  on  the 
efficacy  of  early  intervention.  These  findings 
also  correspond  with  the  Department  of  Edu- 
cation's seventh  annual  report  to  Congress 
which  states: 

Studies  of  the  effectiveness  of  preschool 
education  for  the  handicapped  have  demon- 
strated beyond  doubt  the  economic  and  edu- 
cational benefits  of  programs  for  young  handi- 
capped children.  In  addition,  the  studies  have 
shown  that  the  eariier  intervention  is  started, 
the  greater  is  the  ultimate  dollar  savings  and 
the  higher  is  the  rate  of  educational  attain- 
ment by  these  handicapped  children. 

The  need  for  this  legislation  is  clear. 

The  real  strength  of  this  bill  lies  in  the  ex- 
panded role  of  the  family.  Clearly,  the  family  is 
at  the  very  core  of  early  intervention  services 
and  this  measure  certainly  recognizes  that 
role.  I  want  to  recognize  the  Alexander 
Graham  Bell  Association  for  the  Deaf,  an  or- 
ganization with  one  of  the  most  effective 
parent  networks  in  this  Nation.  Their  pioneer- 
ing work  during  the  past  years  has  demon- 
strated that  the  support  and  assistance  of  the 
family  is  critical  to  the  success  and  effective- 
ness of  eariy  intervention  services. 

There  are  a  few  provisions  contained  within 
H.R.  5520  that  deserve  special  attention.  One 
such  provision  is  the  option  of  each  State  to 
serve  the  at-risk  population,  those  handi- 
capped infants  from  birth  through  age  2  who 
are  at  risk  of  having  substantial  developmental 
delay  if  early  intervention  services  are  not  pro- 
vided. I  urge  each  State  to  serve  this  special 
population.  It  is  foolish  to  wait  for  a  child  to 
develop  a  preventable  delay.  It  is  difficult  to 
neatly  separate  biological  and  environmental 
factors  when  diagnosing  developmental 
delays  in  young,  rapidly  changing  infants.  And 
the  fact  that  those  most  at  risk  for  environ- 
mental reasons  are  generally  the  infants 
whose  families  are  least  able  to  obtain  quality 
services  without  the  assistance  of  this  law  are 
all  critical  and  rational  reasons  for  a  State  to 
serve  the  at  risk  population.  I  strongly  urge 
each  State  to  include  this  option  in  their  plan. 

I  also  want  to  recognize  the  role  of  the  phy- 
sician in  providing  eariy  intervention  services 
for  handicapped  youngsters.  While  physicians 
were  not  explicitly  listed  as  qualified  personnel 
in  the  statute,  this  omission  was  rectified  in 
report  language.  It  is  obvious  that  wf)en  pro- 
viding eariy  intervention  services  for  infants, 
many  of  these  services  are  health  related. 
And  it  is  just  as  obvious  that  physicians  must 
be  eligible  to  administer  these  health  services. 

The  due  process  procedures  are  clearty 
outlined  under  this  legislation.  I  want  to  point 
out  the  importance  for  parents  to  receive  any 
assistance  necessary  to  allow  them  to  partici- 
pate in  a  full  and  informed  manner.  I  wish  to 
recognize  the  vital  need  for  handicapped  chil- 
dren to  receive  interim  services  pending  the 
full  complaint  resolution  procedures,  where 
the  child  would  be  harmed  by  a  delay.  And  fi- 
nally, it  is  my  hope  that  the  remedies  provided 
to  parents  under  this  act  are  in  no  way  meant 
to  be  exclusive  of  any  other  remedies  parents 
may  have  under  existing  laws. 


Coordination  between  agencies  is  the  key 
to  the  success  of  eariy  intervention  services. 
In  no  way  should  one  overtook  the  necessity 
of  providing  a  smooth  transition  of  services  for 
children  when  reaching  their  third  birthday  and 
moving  into  the  preschool  portion  of  the  eariy 
intervention  program.  All  agencies  must  co- 
ordinate their  efforts  to  ensure  that  these  chil- 
dren are  provided  a  continuation  of  services, 
and  that  one  agency  does  not  become  en- 
cumbered by  payments  of  these  services, 
when  another  agency  is  under  the  obligation 
to  do  so. 

H.R.  5520  offers  us  the  opportunity  to 
renew  our  commitment  to  both  handicapped 
children  and  their  families.  It  presents  us  with 
the  chance  to  further  our  original  goals  out- 
lined in  Public  Law  94-142— the  goal  of  equal 
education,  the  goal  of  equal  opportunity,  the 
goal  of  allowing  handicapped  citizens  to  move 
from  a  life  of  dependency  into  a  life  of  produc- 
tivity and  self-sufficiency.  With  eariy  interven- 
tion services  in  place  for  all  handicapped  chil- 
dren, these  goals  are  a  significant  step  closer 
to  reality. 

Mr.  JEFFORDS.  Mr.  Speaker,  I  am  very 
pleased  to  rise  in  support  of  the  Education  of 
the  Handicapped  Act  Amendments  of  1986, 
H.R.  5520.  I  would  like  to  commend  my  col- 
leagues, the  gentleman  from  Montana  [Mr. 
Williams]  and  the  gentleman  from  Texas  [Mr. 
Bartlett]  for  their  outstanding  efforts.  With 
very  limited  time  and  diverse  perspectives  on 
achieving  common  goals,  they  developed  a 
consensus  bill.  The  bill  is  not  only  supported 
by  all  Members  of  the  Committee  on  Educa- 
tion and  Labor,  but  by  the  full  spectrum  of 
groups  concerned  about  and  responsible  for 
handicapped  children. 

I  personally  participated  in  the  authorization 
of  the  legislation  which  became  Public  Law 
94-142  and  subsequent  reauthorizatk>ns  of 
the  Education  of  the  Handicapped  Act.  The 
passage  of  these  particular  amendments  is 
important  because,  if  enacted,  they  would 
assist  States  to  provide  services  to  handi- 
capped infants,  toddlers,  and  preschoolers. 

In  1975  the  Education  for  All  Handicapped 
Children  Act  [Public  Law  94-142]  was  en- 
acted. Today  we  are  amending  the  Basic 
State  Grant  Program,  part  B,  of  the  act.  In 
Public  Law  94-142,  Congress  mandated  that 
a  free  appropriate  public  education  be  avail- 
able to  each  handicapped  child  between  the 
ages  of  5  and  17.  In  addition.  Congress  au- 
thorized the  PrescfHJol  Incentive  Grant  Pro- 
gram for  handicapped  children  to  encourage 
and  assist  States  to  provide  services  for 
handicapped  children  ages  3  to  5. 

Eleven  years  later,  over  4  million  handi- 
capped school-aged  children  are  receiving  a 
free  appropriate  public  education  and  approxi- 
mately 260,000  preschool  handicapped  chil- 
dren are  participating  in  educational  programs. 
This  is  an  impressive  record.  However,  the 
U.S.  Department  of  Education  has  estimated 
that  an  additional  70,000  preschool  handi- 
capped children  still  need  the  benefit  of  edu- 
cation programs. 

H.R.  5520  provides  support  for  the  70,000 
unserved  preschoolers  and  continues  to  sup- 
port all  handicapped  children  currently  being 
served.  In  addition,  H.R.  5520  authorizes  a 
program  to  assist  States  establish  eariy  inter- 
vention services  for  handicapped  infants  and 


toddlers  and  their  families.  H.R.  5520  builds 
on  the  strength,  the  experience,  and  spirit  of 
Public  Law  94-142. 

I  think  it  is  very  important  to  take  this  next 
step.  It  is  time  to  fully  recognize  the  need  for 
and  value  of  eariy  intervention  and  preschool 
programs  for  handicapped  children.  It  is  time 
to  make  a  serious  investment  in  such  pro- 
grams. 

In  a  personal  sense  I  am  pleased  to  be  part 
of  our  current  effort  because  it  allows  me  to 
continue  a  Vermont  traditk>n.  On  May  7,  1 968, 
Senator  Winston  Prouty  from  VerTT>ont  intro- 
duced in  the  other  body— the  Handicapped 
Children's  Eariy  Education  Assistance  Act,  S. 
3446.  This  bill,  cosponsored  by  Senators 
Morris,  Yartxjrough,  and  Javits,  represented 
the  first  effort  to  provide  specific  Federal  as- 
sistance for  demonstration  programs  to  serve 
handicapped  children  tielow  the  age  of  6.  In 
this  body  Messrs.  Quie  and  Cary  offered  par- 
allel legislation,  H.R.  18763.  Both  measures 
were  adopted  and  became  Public  Law  90- 
538. 

Senator  Prouty,  in  his  statement  of  introduc- 
tion for  S.  3446,  emphasized  the  value  of 
early  intervention  and  education  in  the  life  of  a 
handicapped  child.  He  indicated  that  these 
provide  the  foundation  for  the  full  education, 
employment,  health,  and  social  welfare  of 
such  a  child. 

He  said  further: 

Mr.  President,  there  is  no  child  who  de- 
serves a  First  Chance,  a  helping  hand,  more 
than  a  child  who  enters  this  world  with  dirn 
vision,  with  faint  hearing,  with  difficulty  in 
comprehending  the  nature  of  our  world,  or 
with  any  of  the  myriad  of  disabilities  which 
afflict  our  handicapped  children.  Despite 
the  recognized  success  of  such  programs  as 
Headstart.  and  its  very  promising  compan- 
ion. Pollowthrough.  there  is  today  no  sys- 
tematic attempt  to  provide  this  opportunity. 
(Congressional  Record,  May  7.  1968.  p. 
5045.) 

H.R.  5520  would  provide  the  catalyst  and 
the  incentive  for  the  "systematic  attempt"  re- 
ferred to  by  Senator  Prouty.  The  bill  would 
create  a  new  discretionary  program,  part  H  in 
the  act,  which  would  assist  States  in  the  de- 
velopment and  implementation  of  a  "compre- 
hensive, coordinated,  interdisciplinary  program 
of  eariy  intervention  servk:es"  for  handi- 
capped infants  from  birth  through  age  2,  inclu- 
sive. 

Part  H  has  a  5-year  authorization.  It  calls  for 
an  authorization  of  an  appropriation  of  S50 
million  in  fiscal  year  1 987.  $75  million  in  fiscal 
year  1988,  and  such  sums  as  necessary  for 
the  remaining  3  years.  It  contains  many  impor- 
tant and  practical  concepts.  I  would  like  to 
highlight  four: 

First.  The  development  and  implementation 
of  a  child  find  system  for  identifying  all  handi- 
capped infants  and  toddlers  no  later  than  the 
end  of  the  third  year  of  a  State's  participation 
in  the  program. 

Second.  The  development  of  an  individual- 
ized family  service  plan  to  provide  parents  of 
such  an  infant  with  a  sense  of  the  infant's 
needs,  likely  progress,  and  information  about 
resources,  and  a  commitment  for  services. 

Third.  The  promotion  of  interagency  coop- 
eration in  creative  ways  that  should  result  in 
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effective  and  efficient  use  of  resources 
meet  tf>e  needs  of  handicapped  infants. 

Fourth.  The  designation  of  the  Governor  as 
the  final  authority  for  the  implementation  of  an 
early  Intervention  program  and  provides  con- 
siderable flexibility  and  discretion  in  the  design 
of  the  program. 

H.R.  5520  contributes  to  the  systematic 
effort  sought  by  Senator  Prouty  in  other  ways. 
The  Preschool  Incentive  Grant  Program  Is  per- 
manently authorized.  H.R.  5520  would  set  the 
authorization  of  appropriations  for  this  pro- 
gram at  such  sums  as  may  be  necessary,  and 
establishes  expected  levels  of  Federal  support 
for  the  Preschool  Incentive  Grant  Program  for 
the  next  5  years.  If  these  expected  levels  of 
appropriations  are  not  met,  States  will  not  be 
required  to  sen/e  all  handicapped  children 
from  3  through  5  years  of  age  until  school 
year  1991-92. 

If  appropriation  targets  are  met,  the  State  of 
Vermont  would  be  required  to  serve  approxi- 
mately 329  nrore  preschool  handicapped  chil- 
dren in  school  year  1990-91  or  1991-92,  de- 
pending on  appropnations,  than  it  is  serving 
now.  The  State  is  currently  serving  about 
1 ,286  handicapped  preschoolers. 

All  things  being  equal,  each  State  would  be 
required  to  serve  approximately  26  percent 
more  harKficapped  preschoolers  in  5  years 
than  they  are  serving  now.  If  appropriation  tar- 
gets were  met  by  the  fifth  year,  approximately 
$900  million  Federal  dollars  would  have  been 
directed  to  the  preschool  program.  Over  the 
last  5  years  the  appropriation  for  this  program 
has  ranged  from  approximately  $20  milion  to 
$30  million  annually. 

I  believe  that  H.R.  5520  provides  a  genuine 
incentive  for  States  to  serve  more  handi- 
capped preschoolers.  I  also  think  that  States 
have  tfie  capacity  to  serve  one  quarter  again 
as  many  children  as  they  are  now  serving  by 
school  year  1990-91. 

In  addition  to  addressing  the  needs  of  very 
young  handicapped  children,  H.R.  5520  reau- 
thorizes for  3  years  important  discretionary 
programs.  These  programs  provide  Federal 
support  for  model  demonstration  efforts,  per- 
sonnel training,  research  and  Innovations — ac- 
tivities that  benefit  handicapped  children  of  all 
ages.  H.R.  5520  also  creates  a  new  part  G  to 
strengthen  and  improve  the  application  of 
technology  in  meeting  the  developmental  and 
educational  needs  of  such  children.  These 
various  discretionary  programs  provide  the 
best  practical  guidelines,  technical  assistance, 
and  information  that  ultimately  shape  and  im- 
prove the  direct  service  programs  for  handi- 
capped children. 

For  the  record  I  would  like  to  address  one 
more  benefit  of  H.R.  5520. 

In  my  travels  overseas  I  have  made  a  spe- 
cial effort  to  meet  with  military  personnel  and 
their  families,  especially  those  who  have 
handic£ipped  children.  On  numerous  occa- 
sions parents  of  such  children  have  said  that 
services  of  preschool  handicapped  children 
are  seldom  available  when  families  are  sta- 
tk>r)ed  overseas. 

In  my  discussions  with  Memt)ers  on  the 
other  side,  I  understand  that  through  the  pre- 
school amendments  in  H.R.  5520  we  are  able 
to  offer  these  parents  some  assurance  that 
tf>ey  will  have  access  to  such  services  as  the 
result  of  the  preschool  amendments  In  H.R. 


5520.  The  amendments  to  the  Preschool  In- 
centive Grant  Program  apply  to  the  Depart- 
ment of  Defense  Overseas  Dependent 
Schools. 

When  H.R.  5520  is  enacted,  military  families 
with  handicapped  preschoolers,  living  over- 
seas, shall  have  access  to  educational  pro- 
grams for  their  children  by  school  year  1990- 
91  or  school  year  1991-92.  Full  compliance  Is 
expected  if  Congress  appropriates  the  level  of 
funds  set  out  in  the  new  section  619(b)(2)  of 
Public  Law  94-142,  the  Education  of  All 
Handicapped  Children  Act. 

In  1978,  section  1409(c)  of  the  Defense  De- 
pendents' Education  Act  was  amended  as  fol- 
lows: 

The  provisions  of  the  Education  of  all 
Handicapped  Children's  Act  (Public  Law  94- 
142)  shall  apply  with  respect  to  all  schools 
operated  by  the  Department  of  Defense 
under  this  chapter. 

It  Is  the  committee's  Intent  that  in  order  to 
be  consistent  with  this  provision  of  law,  that 
overseas  schools  operated  by  the  Department 
of  Defense  will  serve  all  handicapped  children 
aged  3  to  5,  Inclusive,  no  later  than  school 
year  1990-91  or  1991-92,  if  the  appropriation 
targets  for  the  Preschool  Incentive  Grant  Pro- 
gram are  reached.  Educational  services  for  all 
of  these  children  must  be  provided  by  school 
year  1991-92  and  thereafter. 

I  would  hope  the  Department  of  Defense 
Overseas  Dependents'  School  Program  would 
begin  planning  to  serve  all  handicapped  pre- 
schoolers before  1990-91  and  that  they  would 
share  their  efforts  with  us.  However.  I  am 
pleased  that  we  have  a  specific  timeline  to 
serve  as  an  incentive  for  planning  for  and 
eventually  providing  services.  The  amend- 
ments should  also  reduce  the  frustration  that 
parents  have  been  facing. 

In  closing,  I  would  like  to  offer  this  observa- 
tion. I  believe  we  all  support  helping  an  indi- 
vidual achieve  his  or  her  maximum  level  of 
productivity.  H.R.  5520  brings  us  one  step 
closer  to  that  goal  tor  a  very  special  segment 
of  our  population.  In  a  very  real  sense  H.R. 
5520  is  a  concrete  investment  in  the  future,  a 
future  in  which  a  handicapped  child's  life; 

Is  measured  in  terms  of  ability  more  than  it 
is  judged  In  terms  of  potential; 

Is  converted  from  dependence  to  independ- 
ence; 

Is  filled  with  as  many  opportunities  to  par- 
ticipate and  contribute  as  to  observe  and  to 
receive;  and 

Reflects  an  understanding  of  self-worth  and 
dignity  that  transcends  physical  limitations  and 
human  differences. 

I  urge  my  colleagues  to  support  this  bill. 

Mr.  COELHO.  Mr.  Speaker,  as  an  original 
cosponsor  of  H.R.  5520  I  rise  in  support  of 
this  bill.  I  would  like  to  recognize  and  com- 
mend the  hard  work  of  committee  chairman, 
Pat  Williams  and  ranking  minority  member. 
Congressman  Steve  Bartlett  on  this  legisla- 
tion. As  my  colleagues  well  know,  I  have  epi- 
lepsy and  have  a  personal  interest  in  issues 
affecting  children  and  adults  with  handicaps.  I 
have  carefully  watched  the  evolution  of  this 
bill. 

While  I  cannot  tell  you  this  bill  is  perfect,  I 
do  believe  that  It  will  ultimately  work  for  chil- 
dren with  disabilities.  Above  all.  I  believe  that 


the  new  services  Included  for  children  from 
birth  to  age  5  are  long  overdue. 

I'm  sure  we  each  have  a  poignant  story  we 
can  tell  on  the  impact  of  Public  Law  94-142 
on  children  with  disabilities.  A  story  that  I  hear 
over  and  over  again  from  parents  of  children 
with  epilepsy  Is  the  story  of  the  children  that 
wouldn't  be  in  special  education  classes,  or 
even  remedial  education  classes  If  his  condi- 
tion had  not  been  identified  and  treated  earty. 
I  am  reminded  of  the  thousands  of  dollars  that 
would  be  saved  if  these  children  were  provid- 
ed the  services  they  needed  as  soon  as  their 
condition  was  detected. 

I  strongly  support  this  bill  because  it  does 
address  that  need.  I  would  like.  Mr.  Speaker, 
to  point  out  areas  of  the  early  chiluhood  provi- 
sions that  I  believe  need  to  be  clarified. 

In  setting  forth  the  eligible  population  to  be 
sewed  in  the  early  Intervention  programs,  sec- 
tion 672(1  )(b)  of  part  H  of  this  bill  defines 
handicapped  Infants  and  toddlers  as  those  in- 
dividuals from  birth  to  age  2,  inclusive,  who 
need  early  intervention  services  because  they 
"have  a  diagnosed  physical  or  mental  condi- 
tion which  has  a  high  probability  of  resulting  in 
developmental  delay." 

It  is  my  understanding  that  the  term  "high 
probability"  is  not  to  be  viewed  as  a  statistical 
term,  but  rather  is  intended  to  cover  infants 
with  conditions  which  have  a  significant  poten- 
tial or  good  chance  of  resulting  In  develop- 
mental delay  if  an  infant  does  not  receive 
early  intervention  services. 

I  applaud  this  legislation  for  recognizing  that 
infants  may  have  a  condition  that  does  not 
manifest  itself  in  developmental  delay  for 
months  or  years.  These  provisions  recognize 
that  it  is  in  the  best  interest  of  the  infant  to 
provide  early  Intervention  services  as  soon  as 
possible  before  a  child  starts  falling  later  in 
life. 

It  is  similariy  in  the  best  interest  of  at-risk  in- 
fants to  receive  eariy  intervention  services.  I 
am  pleased  that  this  bill  gives  States  the 
option  to  include  at-risk  Infants  in  its  definition 
of  eligible  Infants,  and  tielleve  that  those 
States  that  are  currently  serving  those  Infants 
must  continue  to  do  so  and  those  States  not 
presently  serving  this  group  should  take  ad- 
vantage of  this  opportunity  to  reach  these  in- 
fants. 

We  all  know  that  it  is  often  very  difficult  to 
diagnose  developmental  delays  in  such 
young,  rapidly  changing  infants.  It  would  be 
foolhardy  for  States,  for  human  and  economic 
reasons,  to  wait  until  an  infant  developed  a 
preventable  delay  before  providing  needed 
services  to  that  child.  Moreover  those  infants 
who  are  most  at-risk  for  environmental  rea- 
sons are  usually  the  Infants  whose  families 
are  least  able  to  provide  quality  services  for 
them. 

I  am  pleased  to  note  that  the  State  applica- 
tion, which  is  subject  to  public  hearings  and 
the  Secretary's  review,  will  include  all  the  poli- 
cies constituting  the  statewide  system — 
ncluding  the  policies  determining  the  Infants 
and  toddlers  to  be  served  consistent  with  the 
statute.  Thus,  the  public  will  have  an  opportu- 
nity to  address  this  important  question  of  sen/- 
Ing  infants  at  risk. 

I  commend  the  Subcommittee  on  Select 
Education  for  addressing  the  difficult  question 
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of  payment  for  health  related  services  as  op- 
posed to  actual  medical  treatment.  There  are 
times  when  a  physician's  services  are  clearly 
necessary  to  meet  an  infant's  needs  and  im- 
plement the  individualized  family  service  plan. 
Physicians  are  considered  qualified  personnel 
whenever  they  are  needed  for  any  of  the  early 
intervention  services  under  the  bill,  such  as 
assessment  and  diagnosis  or  provision  of 
those  health  services  required  for  an  infant  to 
benefit  from  other  early  intervention  sen/ices. 

It  is  my  understanding  that  the  early  inter- 
vention services  as  defined  in  section  672  of 
this  legislation  are  to  be  provided  "at  no  cost 
except  where  Federal  or  State  law  provides 
for  a  system  of  payments  by  families,  includ- 
ing a  schedule  of  sliding  fees."  The  key  words 
here  are  "at  no  cost."  The  primary  obligation 
rests  upon  the  State.  It  is  my  understanding 
that  we  have  created  an  exception  because 
we  did  not  want  to  require  the  disruption  of 
those  existing  family  payment  systems  which 
are  working  well  and  which  do  not  pose  bar- 
riers to  infants  in  need  of  services.  This  ex- 
ception is  not  intended  to  permit  States  to  rely 
on  such  laws  in  a  manner  which  could  result 
in  denial  of  required  services  because  of  fami- 
lies' limited  resources. 

Crucial  to  this  early  intervention  program 
are  parents  and  their  ability  to  play  a  key  role 
in  obtaining  needed  services  for  their  children. 
Thus,  the  existence  of  an  impartial  resolution 
system  to  address  denial  of  the  right  to 
needed  services,  and  the  ability  to  seek  court 
action  to  enforce  that  right,  are  among  the 
most  important  provisions  of  this  bill.  At  the 
same  time  of  course,  these  remedies  are  in 
no  way  meant  to  exclude  any  other  remedies 
these  parents  may  have  under  other  laws, 
such  as  section  1983  of  the  Civil  Rights  Act. 
Further,  just  as  with  94-142,  although  court 
actions  will  generally  be  initiated  as  appeals 
from  the  complaint  resolution  system,  there 
are  exceptions  to  the  general  procedure,  such 
as  where  exhaustion  of  administrative  reme- 
dies is  futile  or  would  frustrate  the  intent  of 
this  act.  See  section  3  of  Public  Law  99-372 
and  the  accompanying  legislative  history. 

I  believe  some  issues  need  to  be  clarified, 
additionally  I  had  hoped  that  the  Senate  ver- 
sion for  mandate  of  preschool  services— tying 
it  to  funding  under  Public  Law  94-142 — would 
be  included  in  this  bill.  I  have  been  assured 
that  the  incentives  in  this  legislation  are  strong 
enough  to  insure  that  all  children  with  handi- 
capping conditions  in  the  3  to  5  age  group  will 
in  all  States  receive  a  free,  appropriate  public 
education  by  fiscal  year  1991.  I,  for  one,  will 
be  carefully  watching  this  program  over  the 
next  few  years  and  hope  that  we  will  not  have 
to  address  this  issue  again. 

Mr.  PERKINS.  Mr.  Speaker,  I  appreciate  this 
opportunity  to  voice  my  full  support  for  the 
Education  of  the  Handicapped  Act  amend- 
ments, H.R.  5520.  This  package  of  amend- 
ments is  another  step  forward  for  the  handi- 
capped children  and  their  families  of  this 
country.  We  are  able  to  show  with  this  legisla- 
tion that  we  have  the  wisdom  to  follow  up  on 
the  important  handicapped  legislation  that  was 
passed  by  Congress  some  10  years  ago. 
Many  of  the  faces  and  names  have  changed 
since  that  very  important  time  but  the  feelings 
and  convictions  about  this  need  remain  the 
same. 


This  legislation  builds  on  the  idea  that  the 
handicapped  children  of  this  country  deserve 
the  same  opportunities  that  education  can 
provide  for  every  child.  We  would  be  very  ne- 
glectful if  we  did  not  do  our  part  in  this  noble 
effort.  Whatever  the  child's  supposed  handi- 
cap they,  in  many  cases,  still  have  the  ability 
to  learn,  grow,  and  contribute  to  the  worid 
around  them  in  many  very  positive  ways.  Too 
long  we  were  willing  to  shut  our  eyes  to  the 
need  of  this  group  of  children.  That  day  is 
past  and  this  shows  the  families  of  handi- 
capped children  that  we  are  standing  beside 
them  and  that  we  care. 

In  H.R.  5520  we  have  decided  to  break 
more  new  ground  by  providing  new  area  for 
grants.  We  are  now  looking  at  the  preschool 
kids,  toddlers,  and  even  the  newt>orn  to  see 
how  we  can  attack  this  problem  early  in  the 
child's  life.  We  are  taking  an  exciting  step 
here  and  we  need  to  do  it  with  the  same  con- 
viction as  we  have  for  the  rest  of  the  pro- 
grams. For  the  States,  they  are  not  required  to 
expand  into  these  areas  but  as  more  and 
more  evidence  comes  in  that  the  early  ages 
are  the  most  important  times  to  help  these 
children  I  feel  many  more  States  will  see  the 
need  to  join  in  and  take  advantage  of  these 
programs.  Even  for  the  fiscally  conservative 
among  us  that  feel  we  simply  don't  have  the 
money,  this  idea  of  early  prevention  is  attrac- 
tive since  this  early  action  will  help  to  lower 
the  costs  that  would  have  been  spent  in  later 
years.  I  feel  that  we  can't  afford  to  not  take 
this  step  if  we  are  serious  atx)ut  this  effort. 

There  are  many  other  good  ideas  that  are 
contained  in  this  legislation  as  well.  We  are 
amending  section  D  of  the  bill  to  encourage 
more  research  into  the  area  of  employment 
for  handicapped  youth  and  children.  We  must 
remain  aware  of  the  work  and  training  that  is 
needed  to  provide  the  flexibility  and  opportuni- 
ty for  choice  to  these  children.  We  must  not 
ever  underestimate  the  ability  of  these  chil- 
dren to  contribute  to  our  society.  This  legisla- 
tion also  attacks  the  problem  of  illiteracy 
among  the  handicapped,  the  bill  establishes 
early  childhood  research  institutes,  and  sets 
up  grants  for  inservice  training  of  personnel 
who  work  with  the  handicapped  children. 

I  would  like  to  thank  Mr.  Bartlett  for  his 
work  on  this  legislation  and  also  Mr.  Jef- 
fords the  ranking  member  on  the  full  com- 
mittee. In  particular  I  want  to  praise  the  work 
of  the  subcommittee  chairman,  Pat  Williams. 
His  untiring  work  on  this  issue  shows  the  true 
concern  and  conviction  that  he  feels  for  this 
matter.  His  Subcommittee  on  Select  Educa- 
tion has  done  an  excellent  job  in  crafting  this 
bill  and  negotiating  an  agreement  with  the 
other  body  so  that  this  bill  will  be  enacted  as 
it  is  now  written. 

In  this  legislation  we  are  following  the  ex- 
ample that  was  set  1 0  years  ago  by  other  dis- 
tinguished members  of  the  Education  and 
Labor  Committee  as  they  broke  new  ground 
and  passed  the  original  Education  of  the 
Handicapped  Act.  I  hope  that  this  will  be  seen 
as  simply  another  step  on  our  path  to  provid- 
ing even  k)etter  service  for  our  handicapped 
children.  These  children,  as  do  all  of  the  Na- 
tion's handicapped,  deserve  the  best  we  can 
possibly  give  them. 

Mr.  BONIOR  of  Michigan.  Mr.  Speaker,  I 
rise  in  support  of  the  Education  of  the  Handi- 


capped Amendments  of  1986.  I  commend  the 
Committee  on  Education  and  Latxx  for  its  fine 
bill  and  trust  that  this  good  legislation  will  be 
signed  by  the  President. 

I  am  particulariy  pleased  with  the  bill's  con- 
tinued support  for  important  help  for  deaf  and 
hearing-impaired  Americans.  As  a  tnastee  of 
Gallaudet  University,  I  feel  a  special  responsi- 
bility for  providing  as  much  as  we  can  to  eau- 
cate  and  inform  deaf  and  hearing-impaired 
persons  everywhere. 

The  bill  continues  funding  for  Captioned 
Films  and  Educational  Media,  in  my  view  a 
very  important  pan  of  our  aid  to  disabled  per- 
sons. By  means  of  closed  captioning  for  tele- 
vision, as  assisted  with  federal  funds  author- 
ized by  this  legislation,  many  thousands  of 
deaf  and  hearing-impaired  persons  can  keep 
up  with  television  news,  cultural  and  entertain- 
ment events  from  across  the  Nation.  This  is 
truly  a  marvelous  service  achieved  at  very  low 
Federal  investment,  now  more  than  matched 
with  non-Federal  funds. 

This  new  legislation  would  allow  continued 
although  modest  growth  in  Federal  support  for 
captioning,  production  and  caption  decoders 
and  design  help  for  even  lower  cost  decoders, 
and  with  public  awareness  of  these  materials. 

The  result  of  this  legislation  will  be  an  even 
greater  participation  by  hearing  impaired  per- 
sons in  the  rich  information  and  education  re- 
sources of  our  Nation.  I  am  pleased  to  be 
able  to  support  this  legislation. 

Mr.  WILLIAMS.  Mr.  Speaker,  I  yield 
back  the  balance  of  my  time. 

Mr.  BARTLETT.  Mr.  Speaker,  I 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  Montana  [Mr. 
Williams]  that  the  House  suspend  the 
rules  and  pass  the  bill,  H.R.  5520,  as 
amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill, 
as  amended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 

GENERAL  LEAVE 

Mr.  WILLIAMS.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  In  which  to 
revise  and  extend  their  remarks  on  the 
bill  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Montana? 

There  was  no  objection. 

Mr.  WILLIAMS.  Mr.  Speaker.  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Education  and  Labor  be  dis- 
charged from  further  consideration  of 
the  Senate  bill  (S.  2294)  to  reauthorize 
certain  programs  under  the  Education 
of  the  Handicapped  Act,  to  authorize 
an  early  intervention  program  for 
handicapped  infants,  and  for  other 
purposes,  and  ask  for  its  immediate 
consideration. 

The  Clerk  read  the  title  of  the 
Senate  bill. 
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The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Montana? 

There  was  no  objection. 

The  Clerk  read  the  Senate  bill,  as 
follows: 

S.  2294 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    States    of 
America  in  Congress  assembled, 

SHORT  TITLE 

Section  1.  This  Act  may  be  cited  as  the 
"Education  of  the  Handicapped  Amend- 
ments of  1986". 

DEFINITION  OF  HANDICAPPED  CHILDREN 

Sec.  2.  Section  602(a)(1)  of  the  Education 
of  the  Handicapped  Act  (hereafter  in  this 
Act  referred  to  as  the  "Act")  is  amended  by 
inserting  before  the  period  at  the  end  there- 
of a  comma  and  the  following:  "and  for  chil- 
dren aged  three  to  five,  inclusive,  includes 
developmentally  delayed  children". 

ALLOCATIONS 

Sec.  3.  (a)  Age  Category  Limitation  Revi- 
sion.—Section  611(a)(5)(A)(i)  of  the  Act  is 
amended  by  inserting  before  the  semicolon 
a  comma  and  the  following:  "except  that 
the  age  category  for  the  number  of  all  chil- 
dren subject  to  the  per  centum  limitation 
under  this  clause  shall,  in  the  case  of  a 
State  which  actually  provides  free  appropri- 
ate public  education  for  a  different  age  cate- 
gory, be  the  age  category  which  the  State 
actually  serves". 

(b)  Support  Services.— Section 

611(c)(2KA)<ii)  of  the  Act  is  amended  to 
read  as  follows: 

"(ii)  the  remainder  shall  be  used  by  such 
State  to  provide  support  services  and  direct 
services,  in  accordance  with  the  priorities  es- 
tablished under  section  612(3).  and  for  the 
administrative  costs  of  monitoring  and  com- 
plaint investigation,  but  only  to  the  extent 
that  such  costs  exceed  the  costs  of  adminis- 
tration incurred  during  fiscal  year  1985,". 

ELIGIBILITY 

Sec  4.  (a)  General  Rule.— Section 
612(2)(B)  of  the  Act  is  amended  by  striking 
out  "aged  three  to  five  and". 

(b)  Effective  Date  and  Applicability.— 
(1)  The  amendment  made  by  subsection  (a) 
of  this  section  shall  take  effect  three  years 
after  the  date  of  enactment  of  this  Act  with 
respect  to  States  which,  in  order  to  comply 
with  the  amendment  made  by  sut>section 
(a),  have  to  qualify  under  State  laws. 

(2MA)  The  amendment  made  by  subsec- 
tion (a)  of  this  section  shall  not  apply  in 
any  fiscal  year  in  which  the  appropriations 
for  subpart  1  of  part  B  of  the  Education  of 
the  Handicapped  Act  do  not  equal  or  exceed 
$1,300,000,000. 

(B)  The  provisions  of  subparagraph  (A) 
are  repealed  on  September  30,  1990. 

authorization  for  evaluation 
Sec  5.  Section  618(g)  of  the  Act  is  amend- 
ed to  read  as  follows: 

"(g)  There  are  authorized  to  be  appropri- 
ated $3,800,000  for  fiscal  year  1987, 
$4,000,000  for  fiscal  year  1988.  and 
$4,200,000  for  fiscal  year  1989  to  carry  out 
the  provisions  of  this  section.". 

early  intervention  PROGRAM  FOR 
HANDICAPPED  INFANTS 

Sec  6.  (a)  General  Authority.— The  Act 
is  amended— 

( 1 )  by  inserting  after  the  heading  for  part 
B  the  following: 


"Subpart  1— Education  of  All  Handicapped 
Children"; 

(2)  by  redesignating  sections  621  through 
628  as  sections  631  through  638,  respective- 
ly: 

(3)  by  redesignating  sections  631  through 
635  as  sections  641  through  645,  respective- 
ly; 

(4)  by  redesignating  sections  641  through 
644  as  sections  651  through  654,  respective- 
ly: 

(5)  by  redesignating  section  651  through 
section  654  as  sections  661  through  664,  re- 
spectively; and 

(6)  by  adding  after  section  620  the  follow- 
ing: 

"Subpart  2— Early  Intervention  for 
Handicapped  Infants 

"program  authorized 

"Sec.  621.  (a)  The  Secretary  shall  make 
grants,  in  accordance  with  the  provisions  of 
this  subpart,  to  States  to  carry  out  an  early 
intervention  program  for  handicapped  in- 
fants. 

'(b)(1)  There  are  authorized  to  be  appro- 
priated $100,000,000  for  the  fiscal  year  1987, 
and  for  each  succeeding  fiscal  year  ending 
prior  to  October  1,  1989.  to  carry  out  the 
provisions  of  this  subpart  other  than  section 
628. 

"(2)  There  are  authorized  to  be  appropri- 
ated $6,870,000  for  fiscal  year  1987. 
$7,270,000  for  fiscal  year  1988.  and 
$7,710,000  for  fiscal  year  1989,  to  carry  out 
the  provisions  of  section  627. 

"(c)  During  any  fiscal  year  in  which  the 
amount  appropriated  for  this  subpart  is  less 
than  $50,000,000  each  State  shall  be  entitled 
to  receive  its  allotment  under  this  subpart  if 
the  Secretary  determines  that  the  State  is 
making  a  good  faith  effort  to  comply  sub- 
stantially with  the  provisions  of  this  sub- 
part. 

"allotment  to  states 

"Sec  622.  (a)(1)  From  the  sums  appropri- 
ated to  carry  out  this  subpart  for  any  fiscal 
year,  the  Secretary  shall  reserve  1  per 
centum  for  payments  to  Guam.  American 
Samoa,  the  Virgin  Islands,  the  Republic  of 
the  Marshall  Islands,  the  Federated  States 
of  Micronesia,  the  Republic  of  Palau,  and 
the  Commonwealth  of  the  Northern  Mari- 
ana Islands,  to  be  allotted  in  accordance 
with  their  respective  needs. 

"(2)(A)  For  each  of  the  fiscal  years  1987 
and  1988  from  the  remainder  of  such  funds, 
the  Secretary  shall  allot  to  each  State  an 
amount  which  bears  the  same  ratio  to  the 
amount  of  such  remainder  as  the  number  of 
eligible  infants  in  the  State  bears  to  the 
number  of  eligible  infants  in  all  States, 
except  that  no  State  shall  receive  less  than 
0.5  per  centum  of  such  remainder. 

"(B)  For  the  purpose  of  subparagraph 
(A)- 

"(i)  the  term  infants'  means  children 
from  birth  to  age  two,  inclusive;  and 

"(ii)  the  term  'eligible  infants'  means  two 
percent  of  the  infants  in  a  State  and  in  all 
States. 

"(C)  For  each  fiscal  year  after  September 
30,  1988,  from  the  remainder  of  such  funds 
the  Secretary  shall  allot  to  each  State  an 
amount  which  bears  the  same  ratio  to  the 
amount  of  such  remainder  as  the  number  of 
eligible  handicapped  infants  served  to  the 
number  of  such  infants  served  by  all  States, 
except  that  no  State  shall  receive  less  than 
0.5  per  centum  of  such  remainder. 

"(D)  For  the  purpose  of  this  paragraph, 
the  term  State'  does  not  include  the  juris- 
dictions described  in  paragraph  (1). 


"(b)  If  any  State  elects  not  to  receive  its 
allotment  under  this  part,  the  Secretary 
shall  reallot,  among  the  remaining  States, 
amounts  from  such  State  in  accordance 
with  subsection  (a)  of  this  section. 

"eligibiuty 

"Sec  623.  In  order  to  qualify  for  assist- 
ance under  this  subpart  in  each  fiscal  year, 
a  State  shall  demonstrate  to  the  Secretary 
that  the  State  has— 

"(1)  met  the  eligibility  requirements  of 
section  612; 

"(2)  a  State  plan  approved  under  section 
613; 

"(3)  a  State  Early  Intervention  Council 
which  meets  the  requirements  of  section 
624(a)  for  the  purpose  of  ensuring  that  the 
State  provides  a  comprehensive  system  of 
early  intervention  for  handicapped  infants; 

"(4)  beginning  three  years  after  the  date 
of  enactment  of  this  subpart,  a  comprehen- 
sive early  childhood  plan  for  services  to 
handicapped  children  from  birth  to  age  five, 
inclusive,  which  address  service  delivery  to 
all  handicapped  infants  and  includes  the 
transition  to  services  under  subpart  1; 

"(5)  begirming  three  years  after  the  date 
of  enactment  of  this  subpart,  a  statewide 
comprehensive  system  of  early  intervention 
services  available  to  serve  all  handicapped 
infants;  and 

"(6)  a  State  agency  administration  which 
meets  the  requirements  of  section  624(b). 

"early  intervention  council;  state 
administration 
"Sec.  624.  (a)(1)  The  Governor  shall  ap- 
point, or  designate  an  existing  agency  as,  an 
Early  Intervention  Council  which  shall  be 
composed  of  members  who  represent  each 
public  agency  within  the  State  providing 
services  to  handicapped  infants  including 
the  grant  recipient  under  section  627,  one 
member  representing  the  Governor,  and  at 
least  two  individuals  involved  in  or  con- 
cerned with  the  needs  of  handicapped  in- 
fants, such  as  members  of  the  State  Adviso- 
ry Council  on  Special  Education,  members 
of  the  Developmental  Disabilities  Council, 
or  representatives  of  the  Parent  Training 
Center  established  under  part  D  of  this  Act. 

"(2)  The  Early  Intervention  Council 
shall- 

"(A)  identify  the  sources  of  fiscal  and 
other  support  for  services  for  early  inter- 
vention programs  and  ensure  that  each 
State  agency  is  making  a  financial  contribu- 
tion to  support; 

"(B)  promote  the  development  of  formal 
interagency  agreements  for  services  for 
handicapped  infants; 

"•(C)  assist  the  State  agency  in  the  devel- 
opment of  and  approval  of  the  comprehen- 
sive early  childhood  plan  and  the  applica- 
tion for  assistance  under  this  subpart; 

""(D)  ensure  that  the  application  for  assist- 
ance under  this  subpart  is  coordinated  with 
grants  awarded  in  the  State  under  section 
627; 

"(E)  disseminate  information  regarding 
early  intervention  programs;  and 

"(F)  prepare  and  submit  an  annual  report 
to  the  Governor  and  to  the  Secretary  on  the 
status  of  early  intervention  programs  oper- 
ated within  the  State  for  handicapped  in- 
fants. 

■"(3)  The  report  required  by  clause  (P)  of 
paragraph  (2)  of  this  subsection  shall  in- 
clude recommendations  on  the  appropriate 
use  of  Federal  and  State  funds,  together 
with  a  statement  of  statewide  policy  for  the 
early  intervention  program  for  handicapped 
infants  within  the  State. 
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"(4)  A  summary  of  the  data  required  by 
this  section  shall  be  included  in  the  annual 
report  of  the  Secretary  under  section  618  of 
this  Act. 

'•(5)  The  Early  Intervention  Council  re- 
quired by  this  section  shall  meet  at  least 
quarterly  in  each  fiscal  year. 

"(b)(1)(A)  Subject  to  the  provisions  of 
subparagraph  (B),  the  Governor  shall  estab- 
lish or  designate  a  State  agency  for  the  pur- 
pose of  administering  this  subpart  in  ac- 
cordance with  the  provisions  of  this  subsec- 
tion. In  carrying  out  this  paragraph,  the 
Governor  may  designate  the  State  educa- 
tional agency,  the  mental  health  agency, 
the  mental  retardation  agency,  a  State 
health  or  social  service  agency,  or  a  State 
Early  Intervention  Council. 

"(B)  In  any  State  in  which  there  is  a  State 
agency  administering  a  program  which  is 
substantially  the  same  as  the  program  au- 
thorized by  this  subpart  on  the  date  of  en- 
actment of  the  Education  of  the  Handi- 
capped Amendments  of  1986,  the  Governor 
shall  designate  that  agency  for  the  purpose 
of  administering  this  subpart  pursuant  to 
subparagraph  (A). 

"(2)  The  agency  designated  under  para- 
graph (1)  shall  have  responsibility  for  the 
general  administration,  supervision,  and 
monitoring  of  the  comprehensive  system  of 
early  intervention  services  for  handicapped 
infants  within  the  State  including  the  deliv- 
ery of -services  to  such  infants.  The  State 
agency  shall  also  be  responsible  either  di- 
rectly or  by  contract  or  other  agreement 
with  other  agencies  or  organizations  for  co- 
ordinating multidisciplinary  referrals  of 
handicapped  infants,  conducting  indepth  as- 
sessments of  such  infants,  and  coordinating 
early  intervention  services  for  handicapped 
infants  within  the  State. 

"PROGRAM  COMPONENTS 

"Sec.  625.  (a)  Each  State  shall  develop  and 
carry  out  a  comprehensive  plan  to  serve 
handicapped  infants  in  accordance  with  the 
provisions  of  subsections  (b),  (c),  and  (d). 

"(b)  The  State  has  or  will  establish  an 
early  intervention  services  program  serving 
all  handicapF>ed  infants  from  birth  to  age 
two,  inclusive,  within  the  State. 

"(c)  Each  handicapped  infant  shall  have— 

"(Da  multidisciplinary  assessment  of  indi- 
vidual needs  and  services  required  to  meet 
such  needs; 

"(2)  a  written  individualized  program  plan 
developed  by  a  multidisciplinary  team,  in- 
cluding the  parent  or  guardian  describing 
necessary  services  which  may  include  but  is 
not  limited  to— 

"(A)  special  education; 

"(B)  speech  and  language  pathology /audi- 
ology; 

"(C)  occupational  therapy; 

"(D)  physical  therapy; 

"(E)  psychological  services; 

"(P)  health  services; 

■(G)  parent  and  family  support  services; 
and 

"(H)  social  services;  and 

"(3)  access  to  all  services  described  in  the 
early  intervention  program  plan  without 
cost,  to  the  extent  not  inconsistent  with 
Federal  or  State  law,  to  the  parent  or  guard- 
ian. 

"(d)(1)  Each  individualized  program  shall 
be  reviewed  at  least  annually. 

"(2)  Services  under  the  individualized  pro- 
gram shall  be  provided  by  qualified  person- 
nel. 

"(3)  The  individualized  program  shall  in- 
clude provisions  which  support  the  transi- 
tion of  handicapped  infants  to  services  pro- 
vided under  subpart  1  of  this  part. 


"PROCEDURAL  SATEGUARDS 

"Sec.  626.  (a)  Any  State  agency  which  re- 
ceives assistance  under  this  subpart  shall  es- 
tablish and  maintain  procedures  to  assure 
that  handicapped  infants  and  their  parents 
or  guardians  are  guaranteed  procedural 
safeguards  with  respect  to  the  provision  of 
early  intervention  services. 

"(b>(l)  The  procedures  required  by  this 
section  shall  include,  but  shall  not  be  limit- 
ed to— 

"(A)  an  opportunity  for  the  parents  or 
guardian  of  a  handicapped  infant  to  exam- 
ine all  records  relating  to  the  assessment  of 
that  infant's  need  for  early  intervention 
services,  and  the  development  of  that  in- 
fant's individualized  program  plan; 

"(B)  procedures  to  protect  the  rights  of 
the  infant  whenever  the  parents  or  guardi- 
an of  the  child  are  not  known,  unavailable, 
or  the  child  is  a  ward  of  the  State,  including 
the  assigimient  of  an  individual  (who  shall 
not  be  an  employee  of  the  State  agency  or 
local  service  program  funded  under  this  sub- 
part) to  act  as  a  surrogate  for  the  parents  or 
guardian; 

"(C)  written  prior  notice  to  the  parents  or 
guardian  of  the  infant  whenever  the  State 
agency  or  local  service  program  funded 
under  this  subpart— 

"(i)  proposes  to  initiate  or  change,  or 

"(ii)  refuses  to  initiate  or  change, 
the  assessment  of  such  infant's  need  for 
early  intervention  services  or  the  provision 
of  such  services. 

"(D)  procedures  designed  to  assure  that 
the  notice  required  by  clause  (C)  fully 
inform  the  parents  or  guardian,  in  the  par- 
ents' or  guardian's  native  language,  unless  it 
clearly  is  not  feasible  to  do  so,  of  all  proce- 
dures available  pursuant  to  this  section;  and 

"(E)  an  opportunity  for  the  parents  or 
guardian  to  present  complaints  with  respect 
to  any  matter  relating  to  the  assessment  of 
the  handicapped  infant's  need  for  early 
intervention  services  or  the  provision  of 
services  to  such  infant. 

"(2)  Whenever  a  complaint  has  been  re- 
ceived under  paragraph  (1)  of  this  subsec- 
tion, the  parents  or  guardian  shall  have  an 
opportunity  for  an  impartial  due  process 
hearing  which  shall  be  conducted  by  the 
State  agency.  No  hearing  conducted  pursu- 
ant to  the  requirements  of  this  paragraph 
shall  be  conducted  by  an  employee  of  such 
agency  directly  involved  in  the  provision  of 
early  intervention  services  to  the  handi- 
capped infant  who  is  the  subject  of  the 
hearing. 

"(c)  Any  party  to  any  hearing  conducted 
pursuant  to  subsection  (b)  shall  be  accorded 
( 1 )  the  right  to  be  accompanied  and  advised 
by  counsel  and  by  individuals  with  special 
knowledge  or  training  with  respect  to  early 
intervention  for  handicapped  infants,  (2) 
the  right  to  present  evidence  and  confront, 
cross-examine,  and  compel  the  attendance 
of  witnesses,  (3)  the  right  to  a  written  or 
electronic  verbatim  record  of  such  hearing, 
and  (4)  the  right  to  written  findings  of  fact 
and  decisions  (which  findings  and  decisions 
shall  also  be  transmitted  to  the  Early  Inter- 
vention Council  established  pursuant  to  sec- 
tion 624(c)). 

'(d)(1)  A  decision  made  in  a  hearing  con- 
ducted pursuant  to  paragraph  (2)  of  subsec- 
tion (b)  shall  be  final,  except  that  any  party 
involved  in  such  hearing  may  appeal  such 
decisions  under  paragraph  (2)  of  this  sub- 
section. 

■'(2)  Any  party  aggrieved  by  the  findings 
and  decision  made  under  subsection  (b) 
shall  have  the  right  to  bring  a  civil  action 
with   respect   to   the   complaint   presented 


pursuant  to  this  section,  which  action  may 
be  brought  in  any  State  court  of  competent 
jurisdiction  or  in  a  district  court  of  the 
United  States  without  regard  to  the  amount 
in  controversy.  In  any  action  brought  under 
this  paragraph,  the  court  shall  receive  the 
records  of  the  administrative  proceedings, 
shall  hear  additional  evidence  at  the  request 
of  a  party,  and,  basing  its  decision  on  the 
preponderance  of  evidence,  shall  grant  such 
relief  as  the  court  determines  is  appropri- 
ate. 

"(3)  During  the  pendency  of  any  proceed- 
ings conducted  pursuant  to  this  section, 
unless  the  State  agency  and  the  parents  or 
guardian  otherwise  agree,  the  infant  shall 
receive  early  intervention  services  not  sub- 
ject to  dispute. 

"(4)  The  district  courts  of  the  United 
States  shall  have  jurisdiction  of  actions 
brought  under  this  subsection  without 
regard  to  the  amount  in  controversy. 

"APPLICATION 

"Sec.  627.  (a)  Each  State  meeting  the  eli- 
gibility requirements  set  forth  in  section  623 
and  desiring  to  participate  in  the  program 
under  this  subpart  shall  submit  an  applica- 
tion to  the  Secretary  through  the  Early 
Intervention  Council  at  such  time,  in  such 
manner,  and  containing  or  accompanied  by 
such  information,  as  the  Secretary  may  rea- ' 
sonably  require. 

"(b)  Each  such  application  shall— 

"(1)  specify  the  role  and  financial  contri- 
bution of  each  State  agency  providing  serv- 
ices to  handicapped  infants; 

"(2)  identify  and  describe  the  services 
which  shall  be  available  to  handicapped  in- 
fants and  their  families; 

"(3)  describe  the  procedures  used  to  iden- 
tify and  serve  handicapped  infants; 

"(4)  set  forth  policies  and  procedures  de- 
signed to  assure  that,  to  the  extent  consist- 
ent with  the  number  and  location  of  handi- 
capped infants  in  the  State,  provision  is 
made  for  the  participation  of  such  infants 
in  the  program  assisted  or  carried  out  under 
this  subpart  by  providing  for  such  children 
community  based  early  intervention  serv- 
ices; 

"(5)  provide  assurances  that  Federal  funds 
made  available  under  this  subpart  (A)  will 
not  be  commingled  with  State  funds,  and 
(B)  will  be  so  used  as  to  supplement  and  in- 
crease the  level  of  State  and  local  funds  ex- 
pended for  the  purposes  described  in  this 
subpart  and  in  no  case  to  supplant  such 
State  and  local  funds;  and 

"(6)  provide  assurances  that  the  State  will 
not  expend  more  than  10  per  centum  of  its 
allotment  on  administrative  costs  of  carry- 
ing out  the  early  intervention  services  for 
which  assistance  is  sought. 

"PLANNING.  DEVELOPMENT,  AND 
IMPLEMENTATION  GRANTS 

"Sec.  628.  (a)  The  Secretary  shall  make 
one  of  the  following  types  of  grants  to  each 
State  through  the  State  agency  for  services 
for  which  handicapped  children  aged  birth 
through  5  are  eligible.  Grants  under  this 
section  may  be  made  to  any  State  which 
submits  an  application  which  meets  the  re- 
quirements of  this  section: 

"(1)  Planning  grant.— A  grant  for  a  maxi- 
mum of  two  years  for  the  purpose  of  assess- 
ing needs  within  the  State  and  establishing 
a  procedure  aoid  design  for  the  development 
of  a  comprehensive  early  childhood  State 
plan  which  includes  parent  participation 
and  training  of  professionals  and  others. 

"(2)  Development  grant.— A  grant  for  a 
maximum  of  two  years  for  the  purpose  of 
developing  a  comprehensive  early  childhood 
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state  plan,  and  gaining  approval  of  the  plan 
from  the  State  educational  agency,  the  Sec- 
retary of  Education,  or  other  designated  of- 
ficial of  the  appropriate  State  agency. 

"(3)  Implementation  grant.— A  grant  for  a 
maximum  of  one  year  for  the  purpose  of  im- 
plementing and  evaluating  the  comprehen- 
sive early  childhood  State  plan. 

"(b)  Each  State  educational  agency  or 
other  State  agency  desiring  to  receive  a 
grant  under  this  subsection  shall  submit  an 
application  at  such  time,  in  such  manner, 
and  containing  or  accompanied  by  such  in- 
formation as  the  Secretary  considers  neces- 
sary. Each  such  application  shall  contain  as- 
surances and  evidence  that— 

■•(1)  The  State  agency  receiving  the  grant 
will  coordinate  with  other  appropriate  State 
agencies  (including  the  State  educational 
agency)  in  carrying  out  the  grant. 

"(2)  The  State  plan  will  address  the  early 
intervention  and  the  special  education  and 
related  service  needs  of  all  handicapped 
children  from  birth  through  five  years  of 
age  with  sp)ecial  emphasis  on  children  who 
are  often  not  identified  and  children  who 
are  not  now  served. 

"(3)  The  State  plan  will  be  closely  coordi- 
nated with  child-find  efforts  under  section 
612(2)(C)  and  with  preschool  incentive 
grant  activities  under  section  619  of  this 
Act. 

"(c)  The  Secretary  shall  include  in  the 
annual  report  under  section  618  of  this  Act 
the  following: 

••(1)  The  States  and  State  agencies  receiv- 
ing grants  under  this  subsection  and  the 
types  of  grants  received. 

•■(2)  A  description  of  the  activities  in  each 
State  being  undertaken  through  grants 
under  this  subsection. 

••(3)  Beginning  in  fiscal  year  1987.  in  con- 
sultation with  the  National  Council  on  the 
Handicapped  a  description  of  the  status  of 
early  intervention  programs  for  handi- 
capped children  from  birth  through  five 
years  of  age  (including  children  receiving 
services  through  Head  Start.  Developmental 
Disabilities  Program.  Maternal  and  Child 
Health  Services.  Mental  Health/Mental  Re- 
tardation Agency  Services,  and  State  child- 
developmental  centers  and  private  agencies 
under  contract  with  State  agencies  or  local 
schools). 

"(d)  Any  planning  or  development  grant 
application  submitted  pursuant  to  section 
623(b)  prior  to  the  date  of  enactment  of  the 
Education  of  the  Handicapped  Amendments 
of  1986  shall  qualify  for  a  grant  under  this 
section. 

"RESTRICTION 

"Sec.  629.  Nothing  in  this  subpart  shall  be 
construed— 

"(1)  to  permit  the  State  to  reduce  medical 
assistance  available,  or  to  alter  eligibility. 
under  title  XIX  of  the  Social  Security  Act. 
relating  to  medicaid,  for  handicapped  in- 
fants within  the  State:  and 

"(2)  to  encourage  the  reduction  in  benefits 
paid  under  other  public  or  private  insurance 
coverage. 

"APPUCABILITY  OP  CERTAIN  PROVISIONS  OF 
LAW 

"Sec.  630.  The  provisions  of  sections  616. 
617.  618.  and  620  of  this  Act  shall,  to  the 
extent  not  inconsistent  with  this  subpart, 
apply  to  the  program  authorized  by  this 
subpart,  except  that— 

"(1)  any  reference  to  a  State  educational 
agency  shall  be  deemed  to  be  a  reference  to 
the  State  agency  established  or  designated 
under  section  624(b): 

"(2)  any  reference  to  the  education  of 
handicapped  children  and  the  education  of 


all  handicapped  children  and  the  provision 
of  public  education  to  all  handicapped  chil- 
dren shall  be  deemed  to  be  a  reference  to 
the  provision  of  services  to  handicapped  in- 
fants in  accordance  with  this  subpart;  and 

"(3)  any  reference  to  local  educational 
agencies  and  intermediate  educational  units 
shall  be  deemed  to  be  local  service  providers 
under  this  subpart.". 

(b)  Study  of  Services.— (1)  The  Comptrol- 
ler General  shall  conduct  a  study  of  the 
services  provided  for  under  subpart  2  and 
the  extent  and  manner  in  which  such  serv- 
ices are  available  in  the  States. 

(2)  Not  later  than  18  months  after  the 
date  of  the  enactment  of  this  Act,  the 
Comptroller  General  shall  prepare  and 
submit  a  report  to  the  Congress  describing 
the  findings  of  the  study  required  under 
paragraph  ( 1 )  of  this  subsection. 

(c)  Conforming  Amendments.— ( 1 )  Section 
601(c)  of  the  Act  is  amended  by  inserting 
before  the  period  at  the  end  thereof  a 
comma  the  following:  "and  to  assure  that  all 
handicapped  infants  have  available  to  them 
a  free  appropriate  early  intervention  pro- 
gram designed  to  meet  their  unique  needs". 

(2)  Section  602(a)  of  the  Act  is  amended 
by  inserting  after  paragraph  (1)  the  follow- 
ing new  paragraph: 

"(2)  The  term  'handicapped  infants' 
means  individuals  from  birth  to  age  two,  in- 
clusive, who  are  substantially  developmen- 
tally  delayed  or  children  with  specific  con- 
genital or  acquired  conditions  who  by 
reason  thereof  require  early  intervention.". 

(3)  Section  602  of  the  Act  is  amended  by 
redesignating  subsection  (b)  as  subsection 
(c)  and  by  inserting  after  subsection  (a)  the 
following  new  subsection: 

"(b)  For  the  purpose  of  subpart  2  of  part 
A  of  this  title— 

"(1)  the  term  early  intervention'  means  a 
program  of  services  including  special  educa- 
tion integrated  services  as  specified  in  sec- 
tion 625: 

"(2)  the  term  'Early  Intervention  Council' 
means  the  Council  established  in  accord- 
ance with  the  provisions  of  section  624(a); 

"(3)  the  term  'Governor"  means  the  chief 
executive  of  any  State;  and 

"(4)  the  term  'State  agency'  means  the 
State  agency  established  or  designated  in 
accordance  with  section  624(b).". 

(4)(A)  Section  611(a)(1)  of  the  Act  is 
amended  by  striking  out  "part"  and  insert- 
ing in  lieu  thereof  "subpart". 

(B)  Section  611(g)(1)  of  the  Act  is  amend- 
ed by  striking  out  "part"  and  inserting  in 
lieu  thereof  "subpart". 

(C)  Section  612  of  the  Act  is  amended— 

(i)  by  striking  out  "part"  in  the  matter 
preceding  paragraph  (1)  and  inserting  in 
lieu  thereof  "subpart";  and 

(ii)  by  striking  out  "part"  in  paragraph  (6) 
and  inserting  in  lieu  thereof  "subpart". 

(D)  Section  613  of  the  Act  is  amended  by 
striking  out  "part"  each  time  it  appears  and 
inserting  in  lieu  thereof  "subpart"  each 
such  time. 

(5)(A)  Section  618(b)  of  the  Act  is  amend- 
ed by  inserting  "0-2, "  before  "3-5"'  each 
time  it  appears. 

(B)  Section  618  of  the  Act  is  amended  by 
inserting  "infants,"  before  "children  and 
youth""  each  time  it  appears. 

(C)  Section  618(f)(1)  of  the  Act  is  amend- 
ed by  striking  out  "and  the  National  Adviso- 
ry Committee  on  the  Education  of  Handi- 
capped Children  and  Youth"'. 

(D)  Section  618(f)(3)(B)  of  the  Act  is 
amended  to  read  as  follows: 

"(B)  data  reported  under  sections  631,  632, 
633,  637,  644,  651.  and  663."". 


(6)  Section  619(c)  of  the  Act  is  amended 
by  striking  out  ",  and  for  providing  special 
education  and  related  services  for  handi- 
capped children  from  birth  to  three  years  of 
age". 

REGIONAL  resource  CENTERS 

Sec.  7.  (a)  Physical  Education  Includ- 
ed.—Section  631(a)  of  the  Act  (as  redesig- 
nated by  this  Act)  is  amended— 

(1)  by  inserting  after  "special  education" 
in  clause  (Da  comma  and  the  following: 
"including  physical  education,":  and 

(2)  by  inserting  after  "special  education" 
in  clause  (2)  a  comma  and  the  following: 
""including  physical  education,". 

(b)  Dissemination  of  Successful  Transi- 
tion Activities.— Section  631(a)  of  the  Act 
is  further  amended— 

(1)  by  striking  out  "and""  at  the  end  of 
clause  (3); 

(2)  by  inserting  at  the  end  of  clause  (4)  a 
semicolon  and  the  word  "and";  and 

(3)  by  adding  at  the  end  thereof  the  fol- 
lowing new  clause: 

""(5)  gather  and  disseminate  information 
to  State  educational  agencies  within  the 
region  on  successful  activities  developed 
under  section  636  relating  to  transitional 
services  for  handicapped  youth."". 

services  for  deaf  and  blind  youth 
Sec  8.  Section  632(a)(2)(il)  of  the  Act  Is 
amended  by  inserting  after  ""education""  the 
following:  "'Including  physical  education"'. 

early  intervention  and  preschool  services 

FOR  handicapped  CHILDREN 

Sec.  9.  (a)  General  Authority.— Section 
633(a)(1)  of  the  Act  (as  redesignated  by  this 
Act)  Is  amended  to  read  as  follows: 

"Sec  633.  (a)(1)  The  Secretary  is  author- 
ized to  arrange  by  contract,  grant,  or  coop- 
erative agreement  with  appropriate  public 
agencies.  Institutions  of  higher  education 
(including  university  affiliated  facilities  pro- 
gram under  the  Developmental  Disabilities 
Act  of  1984  and  the  satellite  network  of  the 
developmental  disabilities  program  and  the 
research  and  training  centers  under  the  Re- 
habilitation Act  of  1973  specifically  de- 
signed to  address  the  needs  of  handicapped 
infants),  and  other  appropriate  nonprofit 
organizations  f  or— 

"(A)  the  development  and  operation  of 
programs  of  experimental  early  interven- 
tion for  traditionally  unserved  handicapped 
infants  and  children  and  their  families; 

•"(B)  preservice  and  inservlce  training  of 
personnel  including  volunteers  and  parapro- 
fesslonals  as  well  as  physicians,  nurses,  oc- 
cupational and  physical  therapists,  educa- 
tors, psychologists,  social  workers,  speech 
and  language  pathologists,  and  administra- 
tors In  early  intervention  practices;  and 

'"(C)  research  pertaining  to  the  intellectu- 
al, emotional,  physical,  social,  and  language 
development  of  handicapped  children  in- 
cluding Investigations  of  the  cost  effective- 
ness of  various  approaches  to  service  deliv- 
ery.". 

(b)  Special  Rule.— Section  633(a)(3)  of 
the  Act  is  amended  by  adding  at  the  end 
thereof  the  following:  "In  carrying  out  the 
provisions  of  this  Act  the  Secretary  shall, 
due  to  the  overrepresentation  of  native 
Americans,  including  native  Hawaiians,  in 
statistical  reports  of  children  with  handi- 
caps, make  one  grant  under  paragraph  (1) 
of  this  subsection  within  the  State  of 
Hawaii  to  address  the  needs  of  native  Ha- 
waiian children  with  handicaps,  and  make 
an  additional  grant  to  address  the  needs  of 
native  American  children  with  handicaps. 
The  grant  made  under  the  previous  sen- 
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tence shall  be  in  addition  to  any  other  grant 
which  may  be  made  to  Hawaii  under  this 
section.". 

(c)  Reservations.— (1)  Section  633(b)  of 
the  Act  is  amended  to  read  as  follows: 

"(b)(1)  Not  less  than  10  per  centum  of  the 
funds  available  in  any  fiscal  year  for  pur- 
poses of  this  section  shall  be  available  for 
the  provision  of  training  and  technical  as- 
sistance for  States  preparing  to  receive  or 
receiving  grants  under  subsection  (a)(1)(A) 
of  this  section,  and  under  part  B. 

"(2)  Not  less  than  10  per  centum  of  the 
funds  available  in  any  fiscal  year  for  the 
purposes  of  this  section  shall  be  used  for  re- 
search pertaining  to  the  intellectual,  emo- 
tional, physical,  social,  and  language  devel- 
opment of  handicapped  infants  and  chil- 
dren, including  studies  providing  informa- 
tion on  various  cost-effective  approaches  to 
service  delivery  as  well  as  the  impact  and  ef- 
fectiveness of  early  intervention  programs.". 

(2)  Subsection  (c)  of  section  633  of  the  Act 
is  repealed. 

(d)  Technical  Amendment.— The  heading 
of  section  633  of  the  Act  is  amended  to  read 
as  follows: 

"EARLY  INTERVENTION  AND  PRESCHOOL 

SERVICES  FOR  HANDICAPPED  CHILDREN". 

RESEARCH,  INNOVATION,  TRAINING,  AND 

DISSEMINATION  ACTIVITIES 

Sec.  10.  Section  634(c)  of  the  Act  is 
amended  by  inserting  before  the  period  the 
following:  "including  severely  handicapped 
native  American,  including  native  Hawaiian 
and  other  native  pacific  basin  children  and 
youth". 

SECONDARY  EDUCATION  AND  TRANSITIONAL 
SERVICES  FOR  HANDICAPPED  YOUTHS 

Sec.  11.  (a)  New  Activities.— Section 
636(b)  of  the  Act  (as  redesignated  by  this 
Act)  is  amended— 

(1)  by  redesignating  clauses  (5),  (6),  and 
(7)  as  clauses  (6).  (7),  and  (8),  respectively, 
and 

(2)  by  inserting  after  clause  (4)  the  follow- 
ing new  clause: 

"(5)  specifically  designed  physical  educa- 
tion and  therapeutic  recreation  programs  to 
increase  the  potential  of  handicapped 
youths  for  community  participation;". 

(b)  Conditions  for  Projects.— Section 
636(d)  of  the  Act  is  amended  to  read  as  fol- 
lows: 

"(d)  Projects  funded  under  this  section 
shall- 

"(1)  be  coordinated  with  other  State  agen- 
cies providing  services  for  which  the  student 
is  eligible; 

"(2)  provide  individual  transition  plans  for 
students  served  by  projects  funded  under 
this  section;  and 

"(3)  to  the  extent  appropriate  provide  for 
the  direct  participation  of  handicapped  stu- 
dents and  the  parents  of  such  students  in 
the  planning,  development,  and  implemen- 
tation of  such  projects.". 

AUTHORIZATION  OF  APPROPRIATIONS  FOR  PART  C 

Sec  12.  Section  638  of  the  Act  (as  redesig- 
nated by  this  Act)  is  amended  to  read  as  fol- 
lows: 

"AUTHORIZATION  OF  APPROPRIATIONS 

"Sec  638.  (a)  There  are  authorized  to  be 
appropriated  to  carry  out  the  provisions  of 
section  631  $6,700,000  for  the  fiscal  year 
1987,  $7,100,000  for  the  fiscal  year  1988,  and 
$7,500,000  for  the  fiscal  year  1989. 

"(b)  There  are  authorized  to  be  appropri- 
ated to  carry  out  the  provisions  of  section 
632  $15,900,000  for  the  fiscal  year  1987, 
$16,800,000  for  the  fiscal  year  1988.  and 
$17,800,000  for  the  fiscal  year  1989. 


"(c)  There  are  authorized  to  be  appropri- 
ated to  carry  out  the  provisions  of  section 

633  $17,600,000  for  the  fiscal  year  1987 
$18,600,000  for  the  fiscal  year  1988.  and 
$19,700,000  for  the  fiscal  year  1989. 

"(d)  There  are  authorized  to  be  appropri- 
ated to  carry  out  the  provisions  of  section 

634  $5,300,000  for  the  fiscal  year  1987, 
$5,600,000  for  the  fiscal  year  1988,  and 
$5,900,000  for  the  fiscal  year  1989. 

"(e)  There  are  authorized  to  be  appropri- 
ated to  carry  out  the  provisions  of  section 

635  $5,900,000  for  the  fiscal  year  1987. 
$6,200,000  for  the  fiscal  year  1988.  and 
$6,600,000  for  the  fiscal  year  1989. 

"(f)  There  are  authorized  to  be  appropri- 
ated to  carry  out  the  provisions  of  section 

636  $7,300,000  for  the  fiscal  year  1987. 
$7,700,000  for  the  fiscal  year  1988,  and 
$8,100,000  for  the  fiscal  year  1989.". 

GRANTS  FOR  PERSONNEL  TRAINING 

Sec  13.  (a)  Priority.— Section  641(a)  of 
the  Act  is  amended— 

(1)  by  inserting  "(A)"  after  paragraph  (4); 

(2)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subparagraph: 

■(B)  Whenever  possible,  the  Secretary 
shall  give  priority  to  applications  from 
States  with  areas  where  shortages  exist  or 
where  problems  of  implementation 
remain.". 

(b)  Parental  Training  Special  Rules.— 
(1)  Section  641(c)(1)  of  the  Act  (as  redesig- 
nated by  this  Act)  is  amended  by  inserting 
at  the  end  thereof  the  following  new  sen- 
tence: "Two  such  grants  shall  be  made  to 
nonprofit  organizations  serving  the  needs  of 
native  Americans,  including  native  Hawai- 
ians. The  grant  to  Hawaii  shall  be  in  addi- 
tion to  and  not  in  place  of  any  other  parent 
training  grant  made  to  an  agency  in  the 
State  of  Hawaii.". 

(2)  Section  641(c)(4)  of  the  Act  is  amended 
by  adding  at  the  end  thereof  the  following 
new  sentence:  "The  Secretary  shall  give  pri- 
ority to  grants  under  this  subsection  which 
involve  unserved  geographic  areas.". 

(3)  Section  641(c)(6)  of  the  Act  is  amended 
by  adding  at  the  end  thereof  the  following 
new  sentence:  "Staff  personnel  of  parent 
training  and  information  programs  may 
assist  parents  directly  in  activities  under 
part  B.". 

(c)  Special  Training  Demonstration 
Projects.- Section  641  of  the  Act  is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing new  subsection: 

"(d)(1)  The  Secretary  is  authorized  to 
make  grants  to  institutions  of  higher  educa- 
tion and  other  appropriate  public  agencies 
and  private  nonprofit  organizations  to  con- 
duct demonstration  projects  which— 

"(A)  replicate  model  programs  designed  to 
train  transition  resource  teachers  who  will 
serve  the  handicapped  in  secondary  school 
classes  and  in  adult  service  programs  in  the 
community;  and 

"(B)  are  designed  to  address  the  need  to 
fill  critical  shortages  of  special  education 
personnel. 

"(2)  No  grant  may  be  made  under  this  sec- 
tion unless  an  application  is  made  to  the 
Secretary  at  such  time,  in  such  manner,  and 
containing  such  information  as  the  Secre- 
tary may  reasonably  require.". 

grants  for  traineeships 

Sec  14.  Section  642  of  the  Act  (as  redesig- 
nated by  this  Act)  is  amended— 

(1)  by  striking  out  "to  State  educational 
agencies"  and  inserting  in  lieu  thereof  "to 
each  State  educational  agency"; 

(2)  by  striking  out  "teachers  of"  the  first 
time  it  appears  and  inserting  in  lieu  thereof 
"personnel  serving";  and 


(3)  by  striking  out  "teachers"  the  second 
time  it  appears  and  inserting  in  lieu  thereof 
"personnel". 

GRANTS  TO  improve  RECRUITMENT  OF 
EDUCATIONAL  PERSONNEL 

Sec  15.  (a)  Physical  Education.— Section 
643(a)(2)  of  the  Act  is  amended  by  inserting 
after  "education"  a  comma  and  the  follow- 
ing: "including  physical  education.". 

(b)  Transitional  Services.— Sectioh 
643(b)  of  the  Act  is  amended  by  inserting 
after  "available"  the  following:  "transitional 
services  and  programs  as  well  as". 

AUTHORIZATION  OF  APPROPRIATIONS  FOR  PART  D 

Sec  16.  (a)  General.— Section  645(a)  of 
the  Act  (as  redesignated  by  this  Act)  |8 
amended  to  read  as  follows: 

"(a)  There  are  authorized  to  be  appropri- 
ated to  carry  out  the  provisions  of  this  part 
(other  than  section  643)  $70,400,000  for 
fiscal  year  1987  and  $74,500,000  for  fiscal 
year  1988.  and  $79,000,000  for  fiscal  year 
1989.  There  are  authorized  to  be  appropri- 
ated to  carry  out  the  provisions  of  section 
643.  $1,200,000  for  fiscal  year  1987. 
$1,400,000  for  fiscal  year  1988,  and 
$1,500,000  for  fiscal  year  1989.". 

(b)  Reservation.— Section  645  of  the  Act 
is  amended— 

(1)  by  redesignating  subsection  (b)  as  sub- 
section (c);  and 

(2)  by  inserting  after  sul»section  (a)  the 
following  new  subsection: 

"(b)  Of  the  funds  appropriated  pursuant 
to  subsection  (a)  for  any  fiscal  year,  the  Sec- 
retary shall  reserve  not  less  than  65  per 
centum  for  activities  described  in  clauses 
(A)  through  (E)  of  section  641(a)(1).". 

(c)  Technical  Amendment.— Section  645(c) 
of  the  Act  (as  redesignated  by  subsection  (b) 
of  this  section)  is  amended  by  striking  out 
"section  631(c)"  and  inserting  in  lieu  there- 
of "section  641(c)". 

RESEARCH  AND  DEMONSTRATION  PROJECTS 

Sec  17.  (a)  Uses  Special  Rule.— Section 
651  of  the  Act  (as  redesignated  by  this  Act) 
is  amended  by— 

(1)  redesignating  subsections  (b),  (c).  (d), 
and  (e)  as  subsections  (O.  (d).  (e),  and  (f), 
respectively,  and 

(2)  by  adding  after  subsection  (a)  the  fol- 
lowing new  subsection: 

■(b)  Not  less  than  5  per  centum  of  the 
funds  made  available  in  any  year  for  the 
purpose  of  this  section  shall  be  used  to  ad- 
dress the  needs  of  underserved  secondary 
school-aged  handicapped  youth.". 

(b)  Additional  Activities.— Section  651(a) 
of  the  Act  is  amended  by  adding  after  para- 
graph (5)  the  following  new  paragraph: 

■■(6)  The  development  of  program  models 
and  demonstrations  for  native  Hawaiian 
handicapped  children  and  youth  by  an  edu- 
cational agency  providing  comprehensive  el- 
ementary and  secondary  educational  serv- 
ices to  native  Hawaiians.  A  grant  contract  or 
cooperative  agreement  under  this  section 
shall  be  in  addition  to  and  not  in  place  of 
any  other  grant  made  to  other  Hawaiian 
public  or  private  agencies  under  this  part.". 

AUTHORIZATION  OF  '.PPROPRIATIONS  FOR  PART  E 

Sec  18.  Section  654  of  the  Act  (as  redesig- 
nated by  this  Act)  is  amended  to  read  as  fol- 
lows: 

•■AUTHORIZATION  OF  APPROPRIATIONS 

■'Sec  654.  For  the  purpose  of  carrying  out 
this  part,  there  are  authorized  to  be  appro- 
priated $18,000,000  for  fiscal  year  1987, 
$19,000,000  for  fiscal  year  1988.  and 
$20,100,000  for  fiscal  year  1989.". 
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Sk.  19.  (a)  Theater.— (1)  Section 
661(aKl)(A)  of  the  Act  (as  redesignated  by 
this  Act)  is  amended  by  inserting  after 
"films"  the  following:  "and  through  thea- 
ter". 

(2)  Section  661(a)(1)(B)  of  the  Act  is 
amended  by  inserting  after  "films"  the  fol- 
lowing: "and  through  theater". 

(b)  Median  Technology.— Section 
661(aK2)  of  the  Act  is  amended  by  inserting 
after  "media"  each  time  it  appears  a  comma 
and  the  following:  "material  and  technolo- 
gy". 

(c)  National  Theater  of  the  Deaf.— Sec- 
tion 662  of  the  Act  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsec- 
tion: 

"(c)  The  Secretary  is  authorized  to  make 
grants  to  or  enter  into  contracts  or  coopera- 
tive agreements  with  the  National  Theater 
of  the  Deaf  for  the  purpose  of  providing 
theatrical  experiences  to— 

"(1)  enrich  the  lives  of  deaf  children  and 
adults, 

"(2)  increase  public  awareness  and  under- 
standing of  deafness  and  of  the  artistic  and 
intellectual  achievements  of  deaf  people, 
and 

"(3)  promote  the  integration  of  hearing 
and  deaf  people  through  shared  cultural  ex- 
periences.". 

AUTHORIZATION  OF  APPROPRIATIONS  FOR  PART  F 

Sec.  20.  Section  664  of  the  Act  (as  redesig- 
nated by  this  Act)  is  amended  to  read  as  fol- 
lows: 

"AUTHORIZATION  OF  APPROPRIATIONS 

"Sec.  664.  For  the  purpose  of  carrying  out 
this  part,  there  are  authorized  to  be  appro- 
priated $18,500,000  for  fiscal  year  1987, 
$19,600,000  for  fiscal  year  1988.  and 
$20,800,000  for  fiscal  year  1989.". 

REPEAL 

Sec.  21.  Section  604  of  the  Act  is  repealed. 

MOTION  offered  BY  MR.  WILLIAMS 

Mr.  WILLIAMS.  Mr.  Speaker.  I  offer 
a  motion. 

The  Clerk  read  as  follows: 

Mr.  Williams  moves  to  strike  all  after  the 
enacting  clause  of  the  Senate  bill  (S.  2294) 
and  to  insert  in  lieu  thereof  the  provisions 
of  H.R.  5520.  as  passed  by  the  House. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  Montana  [Mr. 
Williams]. 

The  motion  was  agreed  to. 

The  Senate  bill  was  ordered  to  be 
read  a  third  time,  was  read  the  third 
time  and  passed. 

The  title  of  the  Senate  bill  was 
amended  so  as  to  read:  "An  Act  to 
amend  the  Education  of  the  Handi- 
capped Act  to  reauthorize  the  discre- 
tionary programs  imder  that  Act,  to 
authorize  an  early  intervention  pro- 
gram under  that  Act  for  handicapped 
infants  and  toddlers  and  their  fami- 
lies, and  for  other  purposes." 

A  motion  to  reconsider  was  laid  on 
the  table. 

A  similar  House  bill  (H.R.  5520)  was 
laid  on  the  table. 


APPOINTMENT  OF  ADDITIONAL 
CONFEREE  ON  S.  2638,  DEPART- 
MENT OF  DEFENSE  AUTHORI- 
ZATION ACT.  1987 

Mr.  WILLIAMS.  Mr.  Speaker.  I  ask 
unanimous  consent  that,  with  respect 
to  the  Senate  bill  (S.  2638).  the  Speak- 
er be  authorized  to  appoint  an  addi- 
tional exclusive  conferee,  from  the 
Committee  on  Education  and  Labor, 
solely  for  consideration  of  division  F 
(relating  to  child  nutrition)  of  the 
Senate  bill  and  modifications  commit- 
ted to  conference. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Montana?  The  Chair 
hears  none  and.  without  objection,  ap- 
points the  gentleman  from  Vermont 
[Mr.  Jeffords],  as  an  additional  con- 
feree on  the  Senate  bill.  S.  2638. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
Clerk  will  notify  the  Senate  of  the 
change  in  conferees. 


CONFERENCE  REPORT  ON  S. 
1965.  HIGHER  EDUCATION 
AMENDMENTS  OF  1986 

Mr.  WILLIAMS  submitted  the  fol- 
lowing conference  report  and  state- 
ment on  the  Senate  bill  (S.  1965)  to  re- 
authorize and  revise  the  Higher  Edu- 
cation Act  of  1965.  and  for  other  pur- 
poses: 

Conference  Report  (H.  Rept.  99-861) 
The  committee  of  conference  on  the  dis- 
agreeing votes  of  the  two  Houses  on  the 
amendment  of  the  House  to  the  bill  iS. 
1965),  To  reauthorize  and  revise  the  Higher 
Education  Act  of  1965,  and  for  other  pur- 
poses, having  met,  after  full  and  free  confer- 
ence, have  agreed  to  recommend  and  do  rec- 
ommend to  their  respective  Houses  as  fol- 
lows: 

That  the  Senate  recede  from  its  disagree- 
ment to  the  amendment  of  the  House  and 
agree  to  the  same  with  an  amendment  as 
follows: 

In  lieu  of  the  matter  proposed  to  be  in- 
serted by  the  House  amendment,  insert  the 
following: 

SECTloy  I.  SHORT  TITLE.  REFfKe.VCES;  TABLE  OF 
CO.\rE\TS 

(a J  Short  Tms.—This  Act  may  be  cited  as 
the  "Higher  Education  Amendments  of 
1986". 

(b>  References.— References  in  this  Act 
(except  as  otherwise  provided)  to  "the  Act" 
are  to  the  Higher  Education  Act  of  1 965. 

(c)  Table  of  Contents.— 
Sec.  1.  Short  title;  references;  table  of  con- 
tents. 
Sec.  2.  Effective  date. 

Sec.  3.  Contracting  authority  subject  to  ap- 
propriations. 

TITLE  I-AMENDMENT  TO  TITLE  I  OF 
THE  ACT 

Sec.  101.  Revision  of  title  L 

"TITLE  I-POSTSECONDARY PROGRAMS 
FOR  NONTRADITIONAL  STUDENTS 

"Sec.  101.  Findings. 
"Sec.  102.  Definitions. 

"Sec.  103.  Limitation   on   contract  author- 
ity. 


"Part  A— Program  AND  Planning  Grants 

"Sec.  HI.  Institutional  development 

"Sec.  112.  Establishment  of  off-campus  pro- 
gram grants. 

"Sec.  113.  Adult  and  continuing  education 
staff  development 

"Sec.  114.  Administration  of  programs  by 
the  Secretary. 

"Sec.  115.  Authorization  of  appropriations. 
"Part  B— National  Programs 

"Sec.  121.  Adult  learning  research. 

"Sec.  122.  Authorization  limitation. 

"Part  C—The  National  Advisory  Council 
ON  Continuing  Education 

"Sec.  131.  National  Advisory  Council  on 
Continuing  Educatioru  ". 

TITLE  II-LIBRARIES 

Sec.  201.  Purpose;  authorization. 

Sec.  202.  College  library  resources. 

Sec.  203.  Definition  of  full-time  equivalent 
student 

Sec.  204.  Repeal  of  special  purpose  grants. 

Sec.  205.  Research  and  demonstration. 

Sec.  206.  Strengthening  research  library  re- 
sources. 

Sec.  207.  College  library  technology  and  co- 
operation. 

TITLE  III-INSTITUTIONAL  AID 
Sec.  301.  Institutional  aid  reauthorized. 
"TITLE  III-INSTITUTIONAL  AID 
"Sec.  301.  Findings  and  purposes. 

"Part  A— Strengthening  Institutions 
"Sec.  311.  Program  purpose. 
"Sec.  312.  Definitions;  eligibility. 
"Sec.  313.  Duration  of  grant 

"Part  B— Strengthening  Historically 
Black  Colleges  and  Universities 

"Sec.  321.  Findings  and  purposes. 

"Sec.  322.  Definitions. 

"Sec.  323.  Grants  to  institutions. 

"Sec.  324.  Allotments  to  institutions. 

"Sec.  325.  Applications. 

"Sec.  326.  Professional  or  graduate  institu- 
tions. 

"Sec.  327.  Reporting  and  audit  require- 
ments. 

"Part  C— Challenge  Grants  for  Institu- 
tions Eligible  for  Assistance  Under  Part 
A  OR  Part  B 

"Sec.  331.  Establishment  of  challenge  grant 
program. 

"Sec.  332.  Endowment  challenge  grants. 
"Part  D— General  Provisions 

"Sec.  351.  Applications  for  assistance. 

"Sec.  352.  Waiver  authority  and  reporting 
requirement 

"Sec.  353.  Application  review  process. 

"Sec.  354.  Cooperative  arrangements. 

"Sec.  355.  Special  payments  rules. 

"Sec.  356.  Assistance  to  institutions  under 
other  programs. 

"Sec.  357.  Limitations. 

"Sec.  358.  Penalties. 

"Sec.  359.  Challenge  grant  application  re- 
quired. 

"Sec.  360.  Authorizations  of  appropria- 
tions. ". 

TITLE  IV— STUDENT  ASSISTANCE 

Sec.  401.  Students  grants  reauthorized. 

"TITLE  IV— STUDENT  ASSISTANCE 

"Part  A— Grants  to  Students  in  Attendance 
AT  Institutions  of  Higher  Education 

"Sec.  401.  Statement  of  purpose;  program 
authorizatioru 


"Sec.  411D.  El 
si 


"Sec.  411E.  Rt 

"Sec.  411F.  De 

"Subpart  2- 

Op 

"Sec.  413A.  Pv 
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"Sec.  413B.  At 

"Sec.  413C.  Ag 
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"Sec.  41 3D.  Al 

"Subpart  3— 

Si 

"Sec.  415A.  Pv 
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"Sec.  41SB.  Al 

"Sec.  415C.  At 

IT 

"Sec.  415D.  Aa 
"Sec.  415E.  Dt 


"Sec.  417A.  Pr 
ti 
"Sec.  417B.  To 
"Sec.  417C.  Ui 
"Sec.  417D.  St 
"Sec.  417E.  Ea 
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"Sec.  417F.  SU 


"Sec.  418A.  Ml 
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"Sec.  419A.  St( 
"Sec.  419B.  Dt 
"Sec.  419C.  Sc 
"Sec.  419D.  All 
"Sec.  419E.  Ag 
"Sec.  419F.  Eh 
"Sec.  419G.  Se 
"Sec.  419H.  St 
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"Sec.  4191.  Aw 
"Sec.  419J.  Co 
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"Sec.  411.  Basic  educational  opportunity 
grants:  amount  and  determina- 
tions; applications. 

"Sec.  411A.  Family  contribution  schedule 
for  Pell  Grants;  data  elements. 

"Sec.  411B.  Eligibility  determination  for  de- 
pendent students. 

"Sec.  411C.  Eligibility  determination  for  in- 
dependent students  viith  de- 
pendents other  than  a  spouse. 

"Sec.  411D.  Eligibility  determination  for 
single  independent  students  or 
for  married  independent  stu- 
dents without  other  depend- 
ents. 

"Sec.  411E.  Regulations;  updated  tables. 

"Sec.  411F.  Definitions;  determinations. 
"Subpart  2— Supplemental  Educational 
Opportunity  Grants 

"Sec.  413A.  Purpose;  appropriations  author- 
ized. 

"Sec.  413B.  Amount  and  duration  of  grants. 

"Sec.  413C.  Agreements  with  institutions; 
selection  of  recipients. 

"Sec.  413D.  Allocation  of  funds. 
"Subpart  3— Grants  to  States  for  State 
Student  Incentives 

"Sec.  41SA.  Purpose;  appropriations  author- 
ized. 

"Sec.  41SB.  Allotment  among  States. 

"Sec.  41SC.  Applications  for  State  student 
incentive  grant  programs. 

"Sec.  41SD.  Administration  of  State  pro- 
grams; judicial  review. 

"Sec.  41SE.  Definition. 

"Subpart  4— Special  Programs  for  Stu- 
dents From  Disadvantaged  Backgrounds 

"Sec.  417A.  Program  authority;  authoriza- 
tion of  appropriations. 

"Sec.  417B.  Talent  search. 

"Sec.  417C.  Upward  bound. 

"Sec.  41  7D.  Student  support  services. 

"Sec.  417E.  Educational  opportunity  cen- 
ters. 

"Sec.  417F.  Staff  development  activities. 

"Subpart  5— Special  Programs  for  Stu- 
dents Whose  Famiues  are  Engaged  in  Mi- 
grant AND  Seasonal  Farmwork 

"Sec.  418A.  Maintenance  and  expansion  of 

existing  programs. 

"Subpart  6— Robert  C.  Byrd  Honors 

Scholarship  Program 


"Sec.  419A. 

"Sec.  419B. 

"Sec.  419C. 

"Sec.  419D. 

"Sec.  419E. 

"Sec.  419F. 

"Sec.  419G. 

"Sec.  419H. 

"Sec.  4191, 
"Sec.  419J. 


Statement  of  purpose. 

Definition. 

Scholarships  authorized. 

Allocation  among  States. 

Agreements. 

Eligibility  of  scholars. 

Selection  of  scholars. 

Stipends  and  scholarship  condi- 
tions. 
Awards  ceremony. 

Construction    of    needs    provi- 
sions. 
"Sec.  419K.  Authorization     of     appropria- 
tions. 
"Subpart  7— Assistance  to  Institutions  of 
Higher  Education 

"Sec.  420.  Payments     to     institutions     of 

higher  education. 
"Sec.  420A.  Veterans     education     outreach 

program. 

"Subpart  8— Special  Child  Care  Services 
for  Disadvantaged  College  Students 
"Sec.  420B.  Special  child  care  services  for 
disadvantaged      college      stu- 
dents. ". 
Sec.  402.  Extension  of  guaranteed  student 
loan  program. 


"Part  B— Guaranteed  Student  Loan 
Program 

"Sec.  421.  Statement  of  purpose;  nondis- 
crimination; and  appropria- 
tions authorized. 

"Sec.  422.  Advances  for  reserve  funds  of 
State  and  nonprofit  private 
loan  insurance  programs. 

"Sec.  423.  Effects  of  adequate  non-Federal 
programs. 

"Sec.  424.  Scope  and  duration  of  Federal 
loan  insurance  program. 

"Sec.  425.  Limitations  on  individual  feder- 
ally insured  loans  and  on  Fed- 
eral loan  insurance. 

"Sec.  426.  Sources  of  funds. 

"Sec.  427.  Eligibility  of  student  borrotoers 
and  terms  of  federally  insured 
student  loans. 

"Sec.  427A.  Applicable  interest  rates. 

"Sec.  428.  Federal  payments  to  reduce  stu- 
dent interest  costs. 

"Sec.  428A.  Supplemental  loans  for  stu- 
dents. 

"Sec.  428B.  Plus  loans. 

"Sec.  428C.  Consolidation  loans. 

"Sec.  428D.  Commingling  of  funds. 

"Sec.  428E.  State  garnishment  law  require- 
ments. 

"Sec.  428F.  Rehabilitation  of  defaulted 
loans. 

"Sec.  429.  Certificate  of  Federal  loan  insur- 
ance—effective date  of  insur- 
ance. 

"Sec.  430.  Default  of  student  under  Federal 
loan  insurance  program. 

"Sec.  430A.  Reports  to  credit  bureaus  and 
institutions  of  higher  educa- 
tion. 

"Sec.  431.  Insurance  fund. 

"Sec.  432.  Legal  powers  and  responsibilities. 

"Sec.  433.  Student  loan  information  by  eli- 
gible lenders. 

"Sec.  434.  Participation  by  Federal  credit 
unions  in  Federal,  State,  and 
private  student  loan  insurance 
programs. 

"Sec.  435.  Definitions  for  student  loan  in- 
surance program. 

"Sec.  436.  District  of  Columbia  student  loan 
insurance  program. 

"Sec.  437.  Repayment  by  the  Secretary  of 
loans  of  bankrupt,  deceased,  or 
disabled  borrowers. 

"Sec.  438.  Special  allowances. 

"Sec.  439.  Student  loan  marketing  associa- 
tion. ". 

Sec.  403.  Work  study  reauthorized. 

"Part  C—Work-Sttjdy  Programs 

"Sec.  441.  Purpose;  appropriations  author- 
ized. 

"Sec.  442.  Allocation  of  funds. 

"Sec.  443.  Grants  for  work-study  programs. 

"Sec.  444.  Sources  of  matching  funds. 

"Sec.  445.  Flexible  use  of  funds. 

"Sec.  446.  Job  location  and  development 
programs. 

"Sec.  447.  Work  study  for  community  serv- 
ice-learning on  behalf  of  low- 
income  indiixiduals  and  fami- 
lies. ". 

Sec.  404.  Demonstration  project  authorized. 

"Part  D— Income  Contingent  Direct  Loan 

Demonstration  Project 

"Sec.  451.  Statement  of  purpose. 

"Sec.  452.  Demonstration  project  author- 
ized. 

"Sec.  453.  Agreements  unth  institutions  of 
higher  educatioru 

"Sec.  454.  Terms  of  loan  under  the  pilot  pro- 
gram. 

"Sec.  455.  Feasibility  study. ". 

Sec.  405.  Amendment  to  part  E  of  the  Act 
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"Part  E— Direct  Loans  to  Students  in 
Instttutions  of  Higher  Education 

"Sec.  461.  Appropriations  authorized. 

"Sec.  462.  Allocation  of  funds. 

"Sec.  463.  Agreements  loith  institutions  of 
higher  education, 

"Sec.  463A.  Student  loan  information  by  eli- 
gible institutions. 

"Sec.  464.  Terms  of  loans. 

"Sec.  465.  Cancellation  of  loans  for  certain 
public  service. 

"Sec.  466.  Distribution  of  assets  from  stu- 
dent loan  funds. 

"Sec.  467.  Collection  of  defaulted  loans. 

"Sec.  468.  General  authority  of  Secretary.". 

Sec.  406.  Addition  of  a  new  part  F  relating 
to  need  analysis  for  student  as- 
sistance. 

"Part  F—Need  Analysis 

"Sec.  471.  Amount  of  need. 

"Sec.  472.  Cost  of  attendance. 

"Sec.  473.  Family  contribution. 

"Sec.  474.  Data  elements  used  in  determin- 
ing expected  family  contribu- 
tion. 

"Sec.  475.  Family  contribution  for  depend- 
ent students. 

"Sec.  476.  Family  contribution  for  inde- 
pendent students  without  de- 
pendents. 

"Sec.  477.  Family  contribution  for  inde- 
pendent students  unth  depend- 
ents. 

"Sec.  478.  Regulations;  updated  tables. 

"Sec.  479.  ."Simplified  needs  test 

"Sec.  479A.  Discretion  of  student  financial 
aid  administrators. 

"Sec.  479B.  Student  assistance  and  other 
Federal  programs. 

"Sec.  480.  Definitions.". 

Sec.  407.  Revision  of  student  assistance  gen- 
eral provisions. 

"Part  G— General  Provisions  Relating  to 
STirDENT  Assistance  Programs 

"Sec.  481.  Definitions. 

"Sec.  482.  Master  calendar. 

"Sec.  483.  Forms  and  regulations. 

"Sec.  484.  Student  eligibility. 

"Sec.  484A.  Statute  of  limitations. 

"Sec.  485.  Institutional  and  financial  as- 
sistance information  for  stu- 
dents. 

"Sec.  485A.  Combined  payment  plaru 

"Sec.  485B.  National  student  loan  data 
system. 

"Sec.  486.  Training  in  financial  aid  and  ' 
student  support  services. 

"Sec.  487.  Program  participation  agree- 
ments. 

"Sec.  488.  Transfer  of  allotments. 

"Sec.  489.  Administrative  expenses. 

"Sec.  490.  Criminal  penalties. 

"Sec.  491.  Advisory  Committee  on  Student 
Financial  Assistance. ". 

Sec.  408.  Conforming  provisions. 

TITLE  V-TEACHER  TRAINING  AND 
DEVELOPMENT 

Sec.  501.  Revision  of  title  V. 

"TITLE  V— EDUCATOR  RECRUITMENT, 
RETENTION,  AND  DEVELOPMENT 

"Sec.  501.  Statement  of  purpose;  applicabil- 
ity. 
"Sec.  502.  Authorization  of  appropriations. 
"Part  A—MiDCAREER  Teacher  Training  for 

NONTRADmONAL  STUDENTS 

"Sec.  511.  statement  of  purpose 

"Sec.  512.  Selection  procedures. 

"Sec.  513.  Applications. 

"Sec.  514.  Amount  of  grants. 

"Sec.  515.  Reports  and  informatiorL 
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"Part  B— School,  College,  and  University 
Partnerships 

"Sec.  521.  Purpose. 
"Sec.  522.  Partnership  agreement 
"Sec.  523.  Grants. 
"Sec.  524.  Application  for  grants. 
"Sec.  525.  Community  college  pilot  project. 
"Part  C—PROfEss/ONAL  Development  and 

Leadership  Programs 

"Subpart  1— Professional  Development 

Resource 

Centers 

"Sec.  531.  Program  authority  and  purpose. 

"Sec.  532.  Geographical      distribution      of 

grants. 
"Sec.  533.  Grant  requirements. 
"Sec.  534.  Professional  development  policy 

board. 
"Sec.  535.  Submission  and  approval  of  ap- 
plications. 
"Subpart  2— Leadership  in  Educational 
Administration  Development 
"Sec.  541.  Purpose;  intention:  regulations. 
"Sec.  542.  Allocation  of  appropriations. 
"Sec.  543.  Technical  assistance  centers. 
"Sec.  544.  General  criteria  for  contracts. 
-"Sec.  545.  Definitions. 

"Part  D— Teacher  Scholarships  and 

Fellowships 

"Subpart  1— Congressional  Teacher 

Scholarship  Programs 

"Sec.  551.  Purpose. 

"Sec.  552.  Allocation  among  States. 

"Sec.  553.  Grant  applications. 

"Sec.  554.  Amount  and  duration  of  and  re- 
lation to  other  assistance. 

"Sec.  555.  Selection  of  Congressional  Teach- 
er Scholars. 

"Sec.  556.  Scholarship  conditions. 

"Sec.  557.  Scholarship  repayment  provi- 
sions. 

"Sec.  558.  Exceptions  to  repayment  provi- 
sions. 

"Sec.  559.  Federal  administration  of  State 
programs:  judicial  review. 

"Subpart  2—Christa  McAuliffe  Fellowship 
Program 

"Sec.  561.  Declaration  of  purpose:  designa- 
tion. 

"Sec.  562.  Use  of  funds  for  fellowships  and 
administration. 

"Sec.  563.  Christa  McAuliffe  fellowships. 

"Sec.  564.  Selection  of  Christa  McAuliffe 
teacher  fellowsh  ips. 

"Sec.  565.  Evaluation  of  applications. 

"Sec.  566.  Fellowship  repayment  provisions. 

"Part  E— State  Task  Forces  on  Teacher 

Training 

"Sec  571.  State  task  forces  on  teacher  train- 
ing. ". 

Sec.  502.  Toft  Institute. 

TITLE  VI— INTERNATIONAL  EDUCATION 
PROGRAMS 

Sec.  601.  Findings  and  purposes. 

Sec.  602.  Language  and  area  centers. 

Sec.  603.  Foreign  language  resource  centers. 

Sec.  604.  Undergraduate  international  stud- 
ies and  foreign  language  pro- 
grams. 

Sec.  605.  Intensive  summer  language  insti- 
tutes. 
.  Sec.  606.  Research:  studies:  annual  report. 

Sec.  607.  Periodicals  published  outside  the 
United  States. 

Sec.  608.  Selection  of  grant  recipients. 

Sec.  609.  Reauthorization  of  part  A. 

Sec.  610.  Business  and  international  educa- 
tion programs. 

Sec.  611.  Overseas  internships. 

Sec.  612.  Reauthorization  of  part  B. 


Sec.  613.  Advisory  Board. 
Sec.  614.  Definitions. 

TITLE  VII-CONSTRUCTION  AND 
RENOVATION 
Sec.  701.  Revision  of  title  VII. 
•TITLE     VII-CONSTRUCTION.     RECON- 
STRUCTION.   AND    RENOVATION    OF 
ACADEMIC  FACILITIES 

'Sec.  701.  Purposes. 
"Sec.  702.  Appropriations  authorized. 
"Part  A— Grants  for  the  Construction, 
Reconstruction,  and  Renovation  of 
Undergraduate  Academic  Facilities 
"Sec.  711.  State  plan. 
"Sec.  712.  Basic  criteria. 
"Sec.  713.  Allotment  of  funds. 
"Part  B— Grants  for  Construction,  Recon- 
struction, and  Renovation  of  Graduate 
Academic  Facilities 
■Sec.  721.  Grants. 

"Part  C— Loans  for  Construction,  Recon- 
struction, AND  Renovation  of  Academic 
Facilities 
"Sec.  731.  Eligibility   conditions,    amounts, 

and  terms. 
"Sec.  732.  General  provisions  for  loan  pro- 
gram. 
"Sec.  733.  Revolving    loan    and    insurance 

fund. 
"Part  D— Grants  To  Pa  y  Interest  on  Debt 
"Sec.  741.  Annual  interest  grants. 

"Part  E— College  Construction  Loan 
Insurance  AssocrATioN 
"Sec.  751.  Congressional  declaration  of  pur- 
pose: definition:  incorporation. 
"Sec.  752.  Criteria  for  guarantees  and   in- 
surance. 

753.  Process  of  organization. 

754.  Operation  and  election  of  Board 
of  Directors. 

755.  Initial  capital. 

756.  Issue  of  nonvoting  stock  and  debt 

to  the  public. 
"Sec.  757.  Obligations  not  federally  guaran- 
teed: no  Federal  priority. 

758.  Authority  of  Secretary  to  sell 
common  stock:  right  of  first  re- 
fusal. 

759.  Use  of  stock  sale  proceeds. 

760.  Audits:  reports  to   the  President 

and  the  Congress. 
"Part  F— Housing  and  Other  Educational 

Facilities  Loans 
"Sec.  761.  Federal  assistance  in  the  form  of 
loans. 

762.  General  provisions. 

763.  Apportionment:  priorities. 

764.  Definitions. 
"Part  G— Special  Programs 

771.  Welch  Hall. 

772.  Academic  Health  Education 
Center  authorized. 

773.  Estey  Hall. 

774.  Electronic  instructional  network 

for  gifted  and  talented  stu- 
dents. 

"Sec.  775.  Mary  McLeod  Bethune  Memorial 
Fine  Arts  Center. 

"Sec.  776.  University  of  Connecticut  Behav- 
ioral Science  Facility. 

"Sec.  777.  University  of  Rhode  Island  busi- 
ness administration  program. 

"Part  H— General 

"Sec.  781.  Recovery  of  payments. 

"Sec.  782.  Definitions. 

"Sec.  783.  Sales  of  obligations  required.". 

Sec.  702.  Conforming  provision. 

TITLE  VIII— COOPERATIVE  EDUCATION 

Sec.  801.  Cooi>erative  education  reauthor- 
ized. 


"Sec. 
"Sec. 

"Sec. 
"Sec. 


"Sec. 


"Sec. 
"Sec. 


"Sec. 
"Sec. 
"Sec. 

"Sec. 
"Sec. 

"Sec. 
"Sec. 


"TITLE  VIII-COOPERATIVE 
EDUCATION 
"Sec.  801.  Appropriations  authorized;  reser- 
vations. 
"Sec.  802.  Grants  for  cooperative  education 

programs. 
"Sec.  803.  Demonstration    and    innovation 
projects:  training  and  resource 
centers;  and  research. ". 
TITLE  IX-GRADUATE  EDUCATION 
Sec.  901.  Revision  of  title  IX. 

"TITLE  IX-GRADUATE  PROGRAMS 
"Part  A— Grants  to  Institutions  To  En- 
courage Minority  Participation  in  Grad- 
uate Education 

"Sec.  901.  Graduate  education  programs  re- 
authorized. 
"Sec.  902.  Submission  and  contents  of  ap- 
plications. 
"Sec.  903.  Use  of  funds. 

"Part  B— Patricia  Roberts  Harris 
Fellowships 
"Sec.  921.  Statement   of  purpose;   designa- 
tion of  awards. 
"Sec.  922.  Program  authorized. 
"Sec.  923.  Award  of  fellowships. 
"Part  C— Jacob  K.  Javits  Fellows  Program 
"Sec.  931.  Award  of  national  graduate  fel- 
lowships. 
"Sec.  932.  Allocation  of  fellowships. 
"Sec.  933.  Stipends. 
"Sec.  934.  Fellowship  conditions. 
"Part  D— Graduate  Assistance  in  Areas  of 
National  Need 

"Sec.  941.  Purpose. 

"Sec.  942.  Grants  to  academic  departments 

and  programs  of  institutions. 
"Sec.  943.  Institutional  eligibility. 
"Sec.  944.  Criteria  for  applications. 
"Sec.  945.  Awards  to  graduate  students. 
"Sec.  946.  Additional  assistance  for  cost  of 
education. 
"Part  E— Assistance  for  Training  in  the 
Legal  Profession 
"Sec.  951.  Program  authorized. 
"Part  F— Law  School  Clinical  Experience 

Programs 
"Sec.  961.  Program  authorization. 
"Sec.  962.  Applications. 
"Part  G— Authorization  of  Appropriations 
"Sec.  971.  Amount  and  duration  of  authori- 
zation. ". 
TITLE  X-IMPROVEMENT  OF 
POSTSECONDAR  Y  ED  UCA  TION 

Sec.  1001.  Fund    for    the    improvement    of 

postsecondary  education. 

Sec.  1002.  Minority  science  and  engineering 

improvement  programs. 

"Part  B— Minority  Science  and 

Engineering  Improvement  Programs 

"Subpart  1— Minority  Science  Improvement 

Program 
"Sec.  1021.  Purpose;  authority. 
"Sec.  1022.  Grant  recipient  selection. 
"Sec.  1023.  Use  of  funds. 
"Sec.  1024.  Administration. 
"Subpart  2— Science  and  Engineering  Access 
Programs 

"Sec.  1031.  Minority  support  in  science  and 

engineering  programs. 
"Sec.  1032.  Special    senice    projects    pro- 
gram. 
"Sec.  1033.  Supportable  activities. 
"Subpart  3— Administrative  and  General 
Provisions 

"Sec.  1041.  Eligibility  for  grants. 
"Sec.  1042.  Grant  application. 


"Sec.  1043.  Cn 

CO 

"Sec.  1044.  Ad: 
"Sec.  1045.  Ad\ 
"Sec.  1046.  Dej 
"Sec.  1047.  i4ui 
til 
Sec.  1003.  Innc 
"Part  C—Inno\ 
TV  Services 

PENDENCE 

"Sec.  1061.  Sta 

"Sec.  1062.  Inr, 

ni 

nc 

"Sec.  1063.  Aui 

tii 

Sec.  1004.  Tech 

TITLE    XI— P. 

NOMIC   DE] 

COMMUNIT 

Sec.  1101.  Pros 

"TITLE    XI— I 

NOMIC    DE\ 

COMMUNIT 


"Sec.  1101.  Fin 
"Sec.  1102.  Usi 

fu 
"Sec.  1103.  Ret, 

ve 

"Part  B— I 

"Sec.  nil.  Pu) 

"Sec.  1112.  Ust 

fu 
"Sec.  1113.  Coi 

ui 

pr 

"Part C 

"Sec.  1121.  Adi 

"Sec.  1122.  Aul 

tit 

"Sec.  1123.  DeJ 

"Part  D—^ 


Sec.  130L  Satii 
Sec.  1302.  Nati 

na 
Sec.  1303.  Data 
Sec.  1304.  Eval 

tit 
Sec.  1305.  Stud 

st\ 
Sec.  1306.  Stud 

ha 
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"Sec.  1043.  Cross  program  and  cross  agency 

cooperation. 
"Sec.  1044.  Administrative  provisions. 
"Sec.  1045.  Advisory  provisions. 
"Sec.  1046.  Definitions. 
"Sec.  1047.  Authorization      of     appropria- 
tions. ". 
Sec.  1003.  Innovative  projects  authorized. 
"Part  C— Innovative  Projects  for  Communi- 
ty Services  and  Student  Financial  Inde- 
pendence 
"Sec.  1061.  Statement  of  purpose. 
"Sec.  1062.  Innovative  projects  for  commu- 
nity services   and  student  fi- 
nancial independence. 
"Sec.  1063.  Authorization      of     appropria- 
tions. ". 
Sec.  1004.  Technical  amendment 
TITLE    XI— PARTNERSHIPS    FOR    ECO- 
NOMIC   DEVELOPMENT   AND    URBAN 
COMMUNITY  SER  VICE 

Sec.  1101.  Program  authorized. 
"TITLE   XI— PARTNERSHIPS   FOR    ECO- 
NOMIC   DEVELOPMENT   AND    URBAN 
COMMUNITY  SER  VICE 
"Part  A— Partnerships  for  Economic 
Development 
"Sec.  1101.  Findings  and  purpose. 
"Sec.  1102.  Use   of  economic   development 

funds. 
"Sec.  1103.  Requirements  for  economic  de- 
velopment grant  applications. 
"Part  B—  Urban  Community  Ser  vice 
"Sec.  nil.  Purpose. 
"Sec.  1112.  Use  of  urban  community  service 

funds. 
"Sec.  1113.  Contents   for    applications   for 
urban      community      services 
projects. 
"Part  C— General  Provisions 
"Sec.  1121.  Administrative  provisions. 
"Sec.  1122.  Authorization      of     appropria- 
tions. 
"Sec.  1123.  Definitions. 

"Part  D— Wagner  Institute  of  Urban 
Public  Policy 
"Sec.  1131.  Purpose;  designation. 
"Sec.  1132.  Application    for    and     use     of 

funds. 
"Sec.  1133.  Authorization      of     appropria- 
tions. ". 
TITLE  XII-GENERAL  PROVISIONS 
Sec.  1201.  Treatment  of  territories  and  terri- 
torial student  assistance. 
Sec.  1202.  Reauthorization  of  the  National 
Advisory  Committee  on  Accred- 
itation and  Institutional  Eligi- 
bility. 
Commission  to  study  postsecond- 
ary  institutional  and  program- 
matic recognition  process. 
Student  representation. 
Financial   responsibility  of  for- 
eign students. 
Disclosures  of  foreign  gifts. 
Aggregate  limit  of  authorization 
of  appropriations. 
TITLE  XIII-EDUCATION 
ADMIN  ISTRA  TION 
Part  A— Secretarial  Studies  and 
Evaluations 
Sec.  1301.  Satisfactory  progress. 
Sec.  1302.  National  Endowment  for  Inter- 
national Studies. 
Sec.  1303.  Data  study  required. 
Sec  1304.  Evaluation  of  continuing  educa- 
tion. 
Sec.  1305.  Study  of  bankruptcy  treatment  of 

students. 
Sec.  1306.  Study   of  Pell   Grant   less   than 
half-time  students. 


Sec.  1203. 


Sec.  1204. 

Sec.  1205. 

Sec.  1206. 

Sec.  1207. 


Sec.  1307.  Authorization  of  appropriations. 
Part  B— General  Accounting  Office 
Reports 
Sec.  1311.  Study  of  practices  of  State  guar- 
anty agencies  and  mtUtistate 
guarantors  under  the  guaran- 
teed student  loan  program- 
Sec.  1312.  Study    of    use    of    multiple-year 

lines  of  credit 
Sec.  1313.  Study  of  multiple  disbursement 
Sec.  1314.  Student  loan  consolidation. 
Part  C— Costs  of  Postsecondary  Education 
Sec.  1321.  National  Commission  on  Respon- 
sibilities for   Financing   Post- 
secondary  Education. 
Part D— Library  Resources 
Sec.  1331.  Study  of  the  effectiveness  of  the 
needs  criteria  for  the  college  li- 
brary resource  program  author- 
ized. 
Part  E— National  Academy  of  Sciences 
Study 
Sec.  1341.  Volunteers. 

Part  F— Faulkner  University 
Sec.  1351.  Relief  of  liability. 

Part  G— Alien  Youth  Education 
Opportunity  Panel 

Sec.  1361.  Denial  of  student  assistance  to 
certain  noncitizens. 
Part  H— Boston  College 
Sec.  1371.  Debt  provision. 

Part  I— Carl  Albert  Congressional 
Research  and  Studies  Center 
Sec.  1381.  Appropriation  provision. 

TITLE  XIV-EDUCATION  RESEARCH 
AND  STATISTICS 
Sec.  1401.  Educational    research    and    im- 
provement 
Sec.  1402.  Center  for  Education  Statistics. 
Sec.  1403.  Use  of  Council  staff  and  facili- 
ties. 
Sec.  1404.  Special  projects  under  the  Secre- 
tary's discretionary  funds. 
TITLE  XV-AMERICAN  INDIAN.  ALASKA 
NATIVE,  AND  NATIVE  HAWAIIAN  CUL- 
TURE AND  ART  DEVELOPMENT 

Sec.  1501.  Short  title. 
Sec.  1502.  Findings. 
Sec.  1503.  Definitions. 

Part  A— American  Indians  and  Alaskan 
Natives 
Sec.  1504.  Establishment  of  Institute. 
Sec.  1505.  Board  of  Trustees. 
Sec.  1506.  Executive  Board. 
Sec.  1507.  General  powers  of  the  Board. 
Sec.  1508.  President  of  the  Institute. 
Sec.  1509.  Staff  of  Institute. 
Sec.  1510.  Functions  of  the  Institute. 
Sec.  1511.  Indian  preference. 
Sep.  1512.  Nonprofit       and       nonpolitical 

nature  of  the  Institute. 
Sec.  1513.  Tax  status. 
Sec.  1514.  Transfer  of  functions. 
Sec.  1515.  Reports. 
Sec.  1516.  Headquarters. 
Sec.  151 7.  Compliance  vnth  other  Acts. 
Sec.  1518.  Endowment  program. 

Part B— Native  Hawaiians 
Sec.  1521.  Program   for    Native    Hawaiian 

culture  and  art  development 
Sec.  1522.  Administrative  provisions. 

Part  C— Authorization  of  Appropriations 
Sec.  1531.  Authorization  of  appropriations. 

TITLE  XVI— UNITED  STATES  INSTITUTE 

OF  PEACE 
Sec.  1601.  Authorizations  of  appropriations. 


SEC  2.  EFFECTIVE  DATE. 

Except  as  otherwise  provided  in  this  Act 
the  amendments  made  by  this  Act  shall  take 
effect  on  the  date  of  enactment  of  this  Act 

SEC.  J.  CUSTRAiriNC  AITHORITY  SVIUECT  TO  AP- 
PROPRIATIOSS 

The  authority  to  enter  into  contracts  or 
other  obligations  under  this  Act  (other  than 
amendments  made  to  part  B  of  title  IV  of 
the  Act)  shall  be  effective  for  any  fiscal  year 
only  to  such  extent  or  in  such  amounts  as 
are  provided  in  appropriation  Acts. 

TITLE  I— AMENDMENT  TO  TITLE  I  OF  THE 
ACT 
SEC  III.  REVISION  OF  TITLE  I. 

Title  I  of  the  Act  is  amended  to  read  as  fol- 
lows: 

"TITLE  I-POSTSECONDARY  PROGRAMS 

FOR  NONTRADITIONAL  STUDENTS 

"findings 

"Sec.  101.  The  Congress  finds  that— 

"(1)  the  increasing  incidence  of  relocation 
and  dislocation  of  industries  and  workers, 
the  entry  and  reentry  of  adults  into  the 
labor  force,  and  the  rapid  rate  of  change  in 
technology,  the  economy,  population  demo- 
graphics, and  social  conditions,  necessitate 
significant  improvement  in  postsecondary 
educational  opportunities  for  adults  in  all 
stages  of  life; 

"12)  the  majority  of  adults  who  continue 
their  education  do  so  for  job-related  and 
career-oriented  reasons  or  to  fulfill  admis- 
sions requirements  for  educational  or  voca- 
tional training; 

"(3)  minority-group  citizens  comprise  the 
fastest  growing  segment  of  the  population 
and  labor  force,  yet  are  underrepresented  in 
adult  education  programs; 

"(4)  access  to  postsecondary  educational 
opportunities  is  limited  for  adults  whose 
educational  needs  have  been  inadequately 
served,  or  for  those  whose  age,  sex,  race,  dis- 
ability, national  origiTi,  rural  isolation,  or 
economic  or  personal  circumstances  (such 
as  marital  status  or  responsibility  with 
regard  to  dependent  children)  are  barriers  to 
such  opportunities; 

"(5)  enrollment  of  adult  learners  (includ- 
ing individuals  aged  50  and  over)  approach- 
es or  equals  that  of  traditional  students  in 
postsecondary  institutions  and  such  enroll- 
ment patterns  are  changing  the  demography 
of  postsecondary  education; 

"(6)  the  organizational  structure  and  ad- 
ministration of  postsecondary  institutions 
often  represents  a  significant  barrier  to  ma- 
triculation for  the  adult  learner  and  such 
institutions  need  to  adapt  themselves  to  in- 
tegrate adult  learners; 

"(7)  the  Federal  Government  should  en- 
courage the  development  of  institutional 
partnerships  l>etween  the  public  and  private 
sectors  and  postsecondary  institutions  for 
the  purpose  of  planning  and  implementing 
effective  educational  programs  and  services 
for  the  adult  learner;  and 

"(8)  it  is  in  the  interest  of  the  Federal  Gov- 
ernment to  support  continuing  education 
for  adults  in  order  to  reduce  unemployment 
and  underemployment  enhance  job  oppor- 
tunities, and  promote  a  well-trained,  flexi- 
ble, internationally  competitive  work  force 
and  an  educated  citizenry. 

"DEHNmONS 

"Sec.  102.  For  the  purpose  of  this  title— 
"(1)    the    term     'continuing    education' 
means  postsecondary  instruction  and  sup- 
port services  that  are  designed  to  meet  the 
educational  needs  of  adult  learners; 

"(2)  the'  term  'adult  learner'  means  an  in- 
dirndual  who  by  reason  of  personal  circum- 
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stance,  age,  gender,  disability,  minority 
status,  income,  rurxU  isolation,  economic  or 
educational  disadvantage,  marital  status, 
presence  of  dependent  children,  lack  of  or 
need  for  new  employment  skills  (including 
^nOs  needed  to  pursue  a  new  career)  or 
other  significant  barrier  IA>  is  not  a  tradi- 
tional student,  and  (B)  engages  in  some 
form  of  structured  postsecondary  study  to 
improve  the  individual's  knowledge,  injor- 
mcUion  skills,  or  employrnent  opportunities; 

"(3>  the  term  'eligible  institution'  means 
an  institution  of  higher  education,  combi- 
nations  of  institutions  of  higher  education, 
or  consortia  of  any  such  institutions;  and 

"14)  the  term  'qualified  entity'  means  a 
public  or  nonprofit  private  organization 
which  has— 

"(A)  experience  in  administering  a  pro- 
gram consistent  unth  the  requirements  of 
this  title;  and 

"(B)  demonstrated  the  ability  to  coordi- 
nate, manage,  and  provide  technical  assist- 
ance to  programs  that  receive  grants  under 
thU  title. 

"umiTATION  ON  CONTRACT  A  VTHORITY 

"Sec.  103.  The  authority  to  enter  into  con- 
tracts under  this  title  is  subject  to  the  avail- 
alnlity  of  appropriations. 

"Part  A— Program  and  Planning  Grants 

"INSTITUTIONAL  DEVELOPMENT 

"Sec.  111.  (a)  Purpose.— It  is  the  purpose 
of  this  section— 

"(1)  to  assist  eligible  institutions  to  estab- 
lish programs  relating  postsecondary  educa- 
tion resources  more  closely  to  the  continu- 
ing educational  training  needs  of  the  Ameri- 
can work  force; 

"(2)  to  help  strengthen  the  capacity  of 
postsecondary  institutions  to  respond  to  the 
continuing  education  needs  of  adults,  espe- 
cially adults— 

"(A)  dislocated  by  technological  and  eco- 
nomic change. 

"(B)  seeking  entry,  reentry,  or  progression 
in  the  work  force  after  prolonged  absences 
due  to  marriage  and  child-rearing; 

"(C)  isolated  from  educational  resources 
due  to  age  or  geographic  location; 

"(D)  seeking  entry  into  non'.raditional  oc- 
cupations for  their  race  or  sex; 

"(E)  receiving  aid  to  families  with  depend- 
ent children; 

"(F)  who  are  functionally  illiterate;  and 

"(G)  who  desire  to  pursue  a  new  career; 
and 

"(3)  to  support  cooperative  arrangements 
l>eticeen  eligible  institutions,  community- 
bosed  organizations,  and  private  and  public 
sector  employers  that  will  facilitate  meeting 
the  goals  of  paragraphs  (1)  and  (2). 

"(b)  Grants.— To  carry  out  the  purpose  of 
this  sectioTU  the  Secretary  shall  make  grants 
to,  and  enter  into  contracts  with,  eligible  in- 
stitutions for  activities,  such  as— 

"(1)  structuring  an  academic  program  de- 
signed to  facilitate  the  attendance  of  work- 
ing students,  parents  caring  for  dependent 
children,  and  individuals  seeking  to  reenter 
the  educational  system; 

"(2)  vnUcing  academic  programs  available 
to  adult  learners  at  convenient  times  and  lo- 
cations; 

"(3)  the  encouragement  of  resource  shar- 
ing for  innovative  uses  of  technology,  in- 
cluding telecommunications  (on  an  inter- 
state or  intrastate  basis)  to  overcome  bar- 
riers to  continuing  education  opportunities 
and  to  develop  innovative  delivery  systems 
for  education  programs; 

"(4)  the  creation  or  expansion  of  educa- 
tion programs  and  curriculum,  including 
adult  literacy  efforts,  designed  to  meet  the 
present  and  future  needs  of  the  labor 
market; 


"(S)  the  development  of  cooperative  rela- 
tionships between  business  and  lal>or  orga- 
nizations, community-based  organizations, 
and  agencies  which  provide  opportunities 
for  continuing  education; 

"(6)  the  removal  of  barriers  posed  by  pre- 
vious education  or  training,  age,  sex,  race, 
handicap,  national  origin,  rural  isolation, 
or  economic  circumstance  which  may  place 
adults  at  a  disadvantage  in  seeking  continu- 
ing educational  opportunities; 

"(7)  educational  information,  including 
literacy  information,  student  financial  as- 
sistance information,  and  occupational  in- 
formation and  counseling  services  designed 
to  meet  the  siiecial  needs  of  inadequately 
served  adults  and  to  assist  their  entry  or  re- 
entry into  continuing  education  and  the 
labor  force; 

"(8)  training  for  administrators,  faculty, 
and  staff  to  improve  their  ability  to  teach 
and  serve  adult  learners;  and 

"(9)  development  of  remedial  instruction 
programs  for  adult  learners  to  enable  them 
to  enroll  in  college-level  educational  pro- 
grains. 

"(c)  ADorrioNAL  Use  of  Funds.— (1)  Funds 
awarded  under  this  section  to  any  eligible 
institution  shall  be  used  for  the  purposes 
under  subsection  (b),  except  that,  to  a  limit- 
ed extent  as  approved  by  the  Secretary,  such 
funds  may  also  be  used  for  program  plan- 
ning and  development  to  carry  out  the  pur- 
poses of  this  section  including— 

"(A)  making  adult  and  continuing  educa- 
tional opportunities  available  at  convenient 
times  and  locations,  including  off-campus 
locations; 

"(B)  evaluating  the  responsiveness  of  con- 
tinuing education  programs  to  the  work  and 
career-related  objectives  of  adults; 

"(C)  developing  or  expanding  educational 
and  occupational  information  and  counsel- 
ing services  to  meet  the  special  needs  of 
adults,  including  information  concerning 
available  forms  of  student  financial  assist- 
ance; 

"(Dl  training  of  personnel  in  continuing 
education  programs  to  improve  their  ability 
to  serve  adult  learners; 

"(E)  developing  or  expanding  high-tech- 
nology delivery  systems  and  curricula  to 
ensure  closer  development  and  career  transi- 
tions for  adult  learners; 

"(F)  joint  planning  and  implementation 
activities  between  institutional  and  private 
sector  representatives  to  expand  educational 
opportunities; 

"(G)  promoting  the  sharing  of  personnel 
and  resources  between  an  eligible  institu- 
tion and  an  employer; 

"(H)  contributing  to  dependent  care  pro- 
grams for  low  income  participants  in  adult 
and  continuing  education  and  the  develop- 
ment of  dependent  care  programs;  and 

"(I)  encouraging  and  developing  collabo- 
rative efforts  between  the  institution  or  in- 
stitutions and  combinations  of  education 
institutions,  private  and  public  institu- 
tions, organizations,  business,  and  labor  to 
develop  programs  responsive  to  current  em- 
ployment and  economic  conditions. 

"(2)  Funds  made  available  under  this  sec- 
tion may  not  be  used— 

"(A)  to  purchase  or  rent  facilities  to  be 
used  in  connection  with  the  program  or  for 
general  operational  overhead  of  the  eligible 
institution;  or 

"(B)  to  pay  stipends  or  provide  direct  fi- 
nancial assistance  to  any  individual  par- 
ticipating in  the  programs  established  under 
this  section. 

"(d)  Applications  for  Assistance.— (1)  Any 
eligible  institution  may  submit  on  applica- 


tion to  the  Secretary  at  such  time,  in  such 
form,  and  containing  such  information,  as 
may  be  necessary  to  enable  the  Secretary  to 
evaluate  the  need  for  assistance.  The  Secre- 
tary shall  make  awards  on  a  competitive 
basis. 

"(2)  Each  such  application  shaU— 

"(A)  provide  evidence  that  the  eligible  in- 
stitiition  has  identified  the  educational 
needs  of  potential  adult  learners  in  the  area 
served  by  the  applicant,  especially  adults 
identified  in  subsection  (a)(2); 

"(B)  descrH>e  the  current  continuing  edu- 
cation program  offered  by  the  eligible  insti- 
tution (incliiding  information  concerning 
the  professional  competence  of  faculty  and 
staff,  their  degree  of  participation  in  the 
continuing  education  program,  and  institu- 
tional resources  committed  to  the  continu- 
ing education  program)  and  the  activities 
proposed  to  be  developed  or  assisted  to  meet 
the  purposes  of  this  section; 

"(C)  provide  assurance  that  Federal  funds 
made  available  under  this  section  will  com- 
prise not  more  than  87.5  percent  of  the  cost 
of  the  program  in  the  second  year,  and  75 
percent  in  the  third  year; 

"(D)  descrH>e  procedures  for  evaluating 
the  effectiveness  of  the  activities  for  which  a 
grant  or  contract  is  awarded  under  this  sec- 
tion; 

"(E)  provide  for  such  financial  controls 
and  accounting  procedures  as  are  necessary 
to  ensure  proper  disbursement  and  account- 
ing for  funds  made  available  to  the  appli- 
cant under  this  section  and  to  ensure  that 
funds  made  available  under  this  section  for 
any  fiscal  year  will  be  used  to  supplement 
and,  to  the  extent  practical,  increase  the 
funds  that  would  otherwise  be  made  avail- 
able for  the  purpose  of  this  section  and  in  no 
case  supplant  those  funds; 

"(F)  provide  assurances  that  the  continu- 
ing education  programs,  services,  and  ac- 
tivities, funded  under  this  section  will  not 
be  limited  to  individuals  who  are  enrolled  in 
programs  of  study  that  lead  to  baccalaure- 
ate or  graduate  degrees,  but  will  also  include 
programs  for  adults  enrolled  in  noncredit 
continuing  education  programs,  that  ad- 
dress the  purposes  of  this  section; 

"(G)  provide  assurances  that  the  program 
funded  under  this  section  does  not  duplicate 
existing  State  funded  programs,  and,  in  the 
case  of  any  public  institution,  that  the  pro- 
posed program  is  consistent  with  the  State's 
goals  for  that  institution; 

"(H)  provide  the  projected  number  of  stu- 
dents who  will  participate  in  the  program 
and  the  proposed  operational  budget  for  the 
program,  including  the  specific  amounts 
proposed  to  be  expended  for  salaries; 

"(I)  include  assurances  that  the  applicant 
intends  to  continue  the  activities  to  be  sup- 
ported under  the  grant  after  termination  of 
the  grant  including  a  detailed  plan  for  ob- 
taining funds  to  continue  such  activities; 

"(J)  provide  assurances  that  funds  made 
available  under  this  section  will  be  used 
only  for  the  purposes  of  this  section; 

"(K)  provide  for  a  reasonable  period  of 
review  and  comment  on  the  proposed  pro- 
gram by  the  appropriate  State  agency  and 
include  any  such  comments  unth  the  appli- 
cation to  the  Secretary;  and 

"(L)  include  such  other  information  as  the 
Secretary  may  reasonably  require  to  carry 
out  the  provisions  of  this  section. 

"(3)  In  awarding  grants  or  contracts  the 
Secretary  shall  give  priority  consideration 
to  eligible  institutions  which— 

"(A)  as  appropriate,  include  area  employer 
and  employee  organizations  in  the  planning 
of  the  proposed  continuing  education  activi- 
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ty and  provide  assurances  of  the  continued 
participation  of  such  organizations  in  the 
implementation,  operation,  and  evaluation 
of  the  funded  activities; 

"(BJ  include  assurances  that  the  appropri- 
ate State  agencies  coru:emed  u)ith  postsec- 
ondary  edtication  and  State  labor  market 
and  economic  agencies  have  been  consulted 
in  the  development  of  the  proposal; 

"(C)  demonstrate  a  willingness  to  conduct 
and  integrate  into  the  curriculum  u>ork-ori- 
ented  professional  and  technical  continuing 
education  programs; 

"(D)  demonstrate  the  capacity  to  obtain 
contributions  of  staff,  eguipment,  and  re- 
sources for  such  programs  from  nonacade- 
mic  sources,  particularly  employers;  and 

"(E)  provide  assurances  that  adults  en- 
rolled in  such  programs  unll  have  access  to 
suitable  and  adequate  financial  assistance 
opportunities,  including  Federal  student  aid 
funds  available  for  students  enrolled  less 
than  half  time. 

"estabushment  of  off-campus  prooram 

GRANTS 

"Sec.  112.  (a)  Purpose;  Off-Campus  Educa- 
tion Programs.— The  Secretary  shall  estab- 
lish a  grant  program  to  assist  postsecondary 
institutions  in  developing  programs  to  en- 
courage the  establishment  and  growth  of  off- 
campus  educational  programs. 

"(b)  Uses  of  Funds.— Grants  made  under 
this  section  to  any  institution  may  be  used 
for  planning,  developing,  or  operating  a  pro- 
gram designed  by  the  institution  to  carry 
out  the  purposes  of  this  section  including— 

"(1)  the  dievelopment  and  use  of  high-tech- 
nology educational  delivery  systems  using 
computers,  radio,  television,  teleconfer- 
encing, video-disc,  print,  any  combination 
of  such  components,  or  such  other  means  as 
may  provide  direct  use  and  access  by  indi- 
viduals to  off-campus  programs; 

"(2)  the  development  of  interstate  educa- 
tional delivery  systems,  cooperative,  and 
consortia  arrangements  and  programs  (in- 
cluding telecommunications)  which  more  ef- 
fectively address  regional  needs  for  educa- 
tion; 

"(3)  training  of  faculty  and  staff  to  devel- 
op educational  programs  using  creative  and 
innovative  delivery  systems; 

"(4)  development  of  technological  systems 
designed  to  enhance  the  teaching  capabili- 
ties of  faculty  for  students  off-campus; 

"(5)  the  development  of  curricula  and  stu- 
dent support  services  for  students  off- 
campus;  and 

"(6)  acquisition  (by  lease  or  purchase)  of 
necessary  equipment,  except  that  not  more 
than  10  percent  of  such  funds  may  be  used 
for  such  acquisition. 

"(c)  Appucations  for  Assistance.— (1)  Any 
eligible  institution  requesting  assistance 
under  this  section  shall  submit  to  the  Secre- 
tary an  application  for  assistance  at  such 
time,  in  such  form,  and  containing  such  in- 
formation, as  may  be  required  by  the  Secre- 
tary. The  Secretary  shall  make  awards  on  a 
competitive  basis  taking  into  consideration 
the  relative  cost  and  effectiveness  of  the  pro- 
posed program. 

"(2)  An  institution,  in  its  application  for 
a  grant,  shall— 

"(A)  describe  a  program  for  establishing  or 
improving  delivery  systems  for  students  off- 
campus  which  shall  inclttde  (i)  the  proposed 
operational  budget  for  the  program  or  ac- 
tivities to  be  conducted  with  funds  received 
under  the  grant;  (ii)  the  educational  pro- 
gram or  courses  which  would  be  made  avail- 
able off-campus;  and  (Hi)  the  educational 
needs  which  the  program  is  designed  to  ad- 
dress; 


"(B)  describe  the  applicant's  current  off- 
campus  program  or  plans  for  an  off-campus 
program; 

"(C)  provide  for  such  financial  control 
and  accounting  procedures  as  may  be  neces- 
sary to  ensure  proper  disbursement  and  ac- 
counting for  fnnds  made  available  to  the  ap- 
plicant under  this  section; 

"(D)  set  forth  policies  and  procedures  to 
ensure  that  Federal  funds  made  available 
under  this  section  for  any  fiscal  year  vnU  be 
used  to  supplement  and,  to  the  extent  practi- 
cal, increase  the  funds  that  loould  otherwise 
be  made  available  for  the  purposes  of  this 
section  and  in  no  case  supplant  those  funds; 

"(E)  provide  assurances  that  Federal 
funds  made  available  under  this  section  will 
comprise  not  more  than  87.5  percent  of  the 
cost  of  the  program  in  the  second  year,  and 
75  percent  in  the  third  year; 

"(F)  set  forth  policies  and  procedures  for 
evaluating  the  effectiveness  of  the  institu- 
tion in  accomplishing  the  purposes  of  the 
activities  for  which  a  grant  is  awarded 
under  this  section;  and 

"(G)  provide  such  other  iriformation  as 
the  Secretary  may  require. 

"(3)  Funds  made  available  under  this  sec- 
tion to  any  institution  may  not  be  used  for 
rent  or  the  purchase  of  facilities  to  be  used 
in  connection  vnth  the  program,  for  general 
operational  overhead  of  the  institution  or 
combination  of  institutions,  or  for  salaries 
or  stipends  to  students  participating  in  the 
program. 

"ADULT  AND  CONTINUINO  EDUCATION  STAFF 
DEVELOPMENT 

"Sec.  113.  (a)  Purpose.— It  is  the  purpose 
of  this  section  to  assist  eligible  institutions 
to  provide  in-service  training  to  individuals 
involved  in  providing  adult  and  continuing 
education  services,  including  personnel  in- 
volved in  training  offered  under  the  Adult 
Education  Act,  the  Job  Training  Partner- 
ship Act,  the  Carl  D.  Perkins  Vocational 
Education  Act,  the  Rehabilitation  Act  of 
1973,  the  National  Apprenticeship  Act,  the 
Older  Americans  Act  of  1965,  and  the  Social 
Security  Act 

"(b)  Grants  Authorized.— To  carry  out  the 
purpose  of  this  section,  the  Secretary  shall 
make  grants  to  eligible  postsecondary  insti- 
tutions that  have  entered  into  agreements 
with  the  Secretary  to  carry  out  an  adult  and 
continuing  education  staff  development 
training  program  in  accordance  urith  the  re- 
quirements of  this  section,  which  may  in- 
clude— 

"(1)  programs  designed  to  enhance  the 
pedagogical  skills  of  the  staff  involved  in 
programs  offering  adult  and  continuing 
education,  including  the  training  of  staff 
and  volunteers  for  literacy  programs; 

"(2)  technical  assistance  to  programs  of 
adult  edtication,  with  particular  emphasis 
on  federally  funded  programs;  and 

"(3)  development  of  adult  and  continuing 
educational  curricula  materials,  including 
adult  literacy  curricula,  that  may  be  used  in 
adult  and  continuing  education  staff  devel- 
opment training,  especially  materials  that 
focus  on  utilization  of  new  technologies. 

"(c)  Appucations  for  Assistance.— (1)  Any 
eligible  institution  requesting  assistance 
under  this  section  shall  submit  to  the  Secre- 
tary an  application  for  assistance  at  such 
time,  in  such  form,  and  containing  such  in- 
formation, as  may  be  required  by  the  Secre- 
tary. The  Secretary  shall  make  awards  on  a 
competitive  basis  taking  into  consideration 
the  relative  cost  and  effectiveness  of  the  pro- 
posed program. 

"(2)  An  institution,  in  its  application  for 
a  grant,  shall— 


"(A)  describe  a  proposal  for  establishing  or 
improving  staff  development  programs  in- 
cluding the  proposed  operational  budget  for 
the  program  or  activities  to  be  conducted 
with  funds  made  available  under  this  sec- 
tion; 

"(B)  describe  the  applicant's  current  staff 
development  program; 

"(C)  provide  for  such  financial  control 
and  accounting  procedures  as  may  be  neces- 
sary to  ensure  proper  disbursement  and  ac- 
counting for  funds  made  available  to  the  ap- 
plicant under  this  section; 

"(D)  set  forth  policies  and  procedures  to 
ensure  that  Federal  funds  mdde  available 
under  this  section  for  any  fiscal  year  unll  be 
used  to  supplement  and,  to  the  extent  practi- 
cal, increase  the  funds  that  would  otherwise 
be  made  available  for  the  purposes  of  this 
part  and  in  no  case  supplant  those  funds; 

"(E)  set  forth  policies  and  procedures  for 
ev<Uuating  the  effectiveness  of  the  institu- 
tion in  accomplishing  the  purposes  of  the 
activities  for  which  a  grant  is  awarded 
under  this  section;  and 

"(F)  provide  such  other  information  as  the 
Secretary  may  require. 

"(3)  Funds  made  available  under  this  sec- 
tion to  any  institution  may  not  be  used  for 
rent  or  the  purchase  of  facilities  to  be  used 
in  connection  with  the  program,  for  general 
operational  overhead  of  the  institution  or 
combination  of  institutiOTis,  or  for  salaries 
or  stipends  to  students  participating  in  the 
program. 

"(4)  A  grant  under  this  section  may  not 
exceed  t50,000  for  any  fiscal  year  and  may 
be  awarded  for  a  period  not  to  exceed  3 
years. 

"administration  of  programs  by  the 
secretary 

"Sec.  114.  The  Secretary  shall  ensure  the 
equitable  geographic  distribution  of  funds 
under  this  part  In  making  awards  under 
this  part,  the  Secretary  shall  consider  the  eq- 
uitable levels  of  funding  for  urban  and  rural 
areas.  Grants  and  contracts  under  section 
111  or  112  may  be  awarded  for  a  period  not 
to  exceed  3  years  and  may  not  exceed 
$100,000  in  the  first  year  of  funding,  except 
that  a  grant  or  contract  involving  combina- 
tions of  institutions  of  higher  education  or 
a  consortia  with  other  institutions  or  orga- 
nizations may  not  exceed  $150,000  in  the 
first  year. 

"AUTHORIZATION  OF  APPROPRIATIONS 

"Sec.  115.  There  is  authorized  to  be  appro- 
priated to  carry  out  this  part  $10,000,000  for 
fiscal  year  1987  and  such  sujns  as  may  be 
necessary  for  each  of  the  4  succeeding  fiscal 
years.  One  hundred  percent  of  the  funds  ap- 
propriated under  this  section  for  fiscal  year 
1987  shall  be  available  only  to  carry  out  sec- 
tions 111  and  112. 

"Part  B— National  Programs 

"ADULT  LEARNING  RESEARCH 

"Sec.  121.  (a)  Estabushment  of  Pro- 
gram.—To  carry  out  the  purpose  of  this  sec- 
tion by  promding  assistance  to  institutions 
of  higher  education,  the  Secretary  is  author- 
ized to  make  grants  to,  and  to  enter  into 
contracts  with,  eligible  iTtstitutions  to 
ensure  a  sustained  capacity  to  undertake  in- 
dependent research  and  research  applica- 
tion activities  in  adult  and  continuing  edu- 
cation. 

"(b)  Uses  of  Funds.— Funds  made  avail- 
able under  this  section  to  any  eligible  insti- 
tution may  be  used  for  planning,  develop- 
ing, or  operating  a  program  which  may  in- 
clude— 
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"(1)  identifying  and  analyzing  the  special 
problems  and  needs  of  adult  learners: 

"(2)  collecting,  analysing,  and  disseminat- 
ing information  relating  to  adult  learners 
and  their  educational  and  employment  ob- 
jectives, with  particxilar  focus  on  analyzing 
and  disseminating  information  on  the  cur- 
rent and  projected  needs  of  the  labor  marked 

"13)  examining  and  applying  uses  of  edu- 
cation technologies  to  reach  new  and  isolat- 
ed learners; 

"(4)  collecting  and  disseminating  relevant 
data  from  Federal  agencies  and  other  na- 
tional and  State  resources  applicable  to 
postsecondary  institutional  planning  for 
continuing  education,  including  informa- 
tion related  to  Federal  and  other  forms  of 
student  financial  assistance: 

"(S)  supporting  training  programs  de- 
signed to  enhance  the  effectiveness  of  facul- 
ty to  teach  adult  learners: 

"(6)  developing  curriculum  and  instruc- 
tional methods  for  adults  seeking  new  em- 
ployment opportunities: 

"(7/  demonstrating  and  disseminating 
new  and  existing  programs  designed  for  the 
adult  learner:  and 

"181  promoting  resource  sharing  for  inno- 
vative uses  of  technology,  including  telecom- 
munications, to  overcome  barriers  to  post- 
secondary  educational  opportunities. 

"(c>  Application  for  Assistance.— A  grant 
or  contract  authorized  by  this  part  may  be 
awarded  by  the  Secretary  on  a  competitive 
basis  upon  receipt  of  an  application,  which 
is  submitted  to  the  Secretary  at  such  time  or 
limes  and  contains  such  information  as  the 
Secretary  may  prescribe.  Each  such  applica- 
tion shall— 

"(1)  contain  provisions  that  demonstrate 
the  existing  resources  and  academic  reputa- 
tion of  the  institution  of  higher  education 
in  the  field  of  continuing  education  and  its 
ability  to  conduct  such  activities:  and 

"12)  provide  for  such  fiscal  control  and 
fund  accounting  procedures  as  may  be  nec- 
essary to  assure  proper  disbursement  of  and 
accounting  for  Federal  funds  paid  to  the  ap- 
plicant under  this  part. 

.SEC.  121.  AlTHOKIZATIO\  LIMnATlOV 

No  funds  are  authorized  to  be  appropri- 
ated for  the  purpose  of  this  part  for  fiscal 
year  1987  and  the  4  succeeding  fiscal  years. 
"Part  C—The  National  Advisory  Council 

ON  Continuing  Education 
"national  advisory  council  on  continuing 

education 
"Sec.  131.  la)  Establishment  and  Composi- 
tion.—The  President  shall  appoint  a  Nation- 
al Advisory  Council  on  Continuing  Educa- 
tion consisting  of  8  representatives  of  Feder- 
al agencies  having  postsecondary  continu- 
ing education  and  training  responsibilities, 
including,  but  not  limited  to— 
"ID  one  representative  each  from— 
"I A)  the  Department  of  Education. 
"IB)  the  Department  of  Agriculture, 
"lO  the  Department  of  Defense, 
"ID)  the  Department  of  Labor,  and 
"IE)  the  Veterans'  Administration:  and 
"12)  12  members,  not  full-time  employees 
of  the  Federal  Government,  who  are  knowl- 
edgeable and  experienced  in  the  field  of  con- 
tinuing education,  including  State  and  local 
government     officials,     representatives     of 
business,  labor,  and  community  groups,  and 
adults  whose  educational  needs  have  been 
inadequately  served. 

The  Advisory  Council  shall  meet  at  the  call 
of  the  Chairman  but  not  less  than  twice  a 
year. 

"lb)  Advisory  Functions.— The  Advisory 
Council  shall  advise  the  Secretary  in   the 


preparation  of  general  regulations  and  with 
respect  to  policies  and  procedures  arising  in 
the  administration  of  this  Act  with  respect 
to  continuing  education. 

"Ic)  Functions  Relating  to  Eliminating 
Duplication.— The  Advisory  Council  shall 
examine  all  federally  supported  continuing 
education  and  training  programs  and  make 
recommendations  with  regard  to  policies  to 
eliminate  duplication  and  to  effectuate  the 
coordination  of  programs  under  this  Act 
with  respect  to  continuing  education  and 
other  federally  funded  continuing  education 
and  training  programs  and  services. 

"Id)  Reports.— The  Advisory  Council  shall 
make  annual  reports  to  the  President,  the 
Congress,  and  the  Secretary  of  its  findings 
and  recommendations,  including  recom- 
mendations for  changes  in  the  provisions  of 
this  Act  with  respect  to  continuing  educa- 
tion and  other  Federal  laws  relating  to  con- 
tinuing education  and  training  activities. 
The  President  shall  transmit  each  such 
report  to  the  Congress  with  his  comments 
and  recommendations.  The  Advisory  Coun- 
cil shall  make  such  other  reports  or  recom- 
mendations to  the  President  the  Congress, 
the  Secretary,  or  the  head  of  any  other  Fed- 
eral department  or  agency  as  may  be  appro- 
priate. 

"le)  Use  of  Services.— The  Advisory  Coun- 
cil may  utilize  the  services  and  facilities  of 
any  agency  of  the  Federal  Government  as 
may  be  necessary.  The  Advisory  Council 
may  accept,  employ,  and  dispose  of  gifts  or 
bequests  to  carry  out  its  responsibilities 
under  this  section. ". 

TITLE  ll-LIBRARIES 
SKC  201  PlHPOSKAITHOHIXATloy 

la)  Designation  of  Title.— The  heading  of 
title  11  is  amended  to  read  as  follows: 
"TITLE  II— ACADEMIC  LIBRARY  AND  IN- 
FORMATION TECHNOLOGY  ENHANCE- 
MENT". 

lb)  Purpose.— Section  2011a)  of  the  Act  is 
amended  by  striking  out  paragraph  14)  and 
inserting  in  lieu  thereof  the  following: 

"141  college  and  university  libraries  in  ac- 
quiring technological  equipment  and  in  con- 
ducting research  in  information  technology 
in  accordance  with  part  D.  ". 

Ic)  Authorization  of  Appropriations.— 
Section  2011b)  of  the  Act  is  amended  to  read 
as  follows: 

"lb)ll)  There  are  authorized  to  be  appro- 
priated to  carry  out  part  A  $10,000,000  for 
fiscal  year  1987,  and  such  sums  as  may  be 
necessary  for  each  of  the  4  succeeding  fiscal 
years. 

"12)  There  are  authorized  to  be  appropri- 
ated to  carry  out  part  B  $5,000,000  for  fiscal 
year  1987.  and  such  sums  as  may  be  neces- 
sary for  each  of  the  4  succeeding  fiscal  years. 
"13)  There  are  authorized  to  be  appropri- 
ated to  carry  out  part  C  $10,000,000  for 
fiscal  year  1987,  and  such  sums  as  may  be 
necessary  for  each  of  the  4  succeeding  fiscal 
years. 

"14)  There  are  authorized  to  be  appropri- 
ated to  carry  out  part  D  $5,000,000  for  fiscal 
year  1987.  and  such  sums  as  may  be  neces- 
sary for  each  of  the  4,  succeeding  fiscal 
years. ". 

SKC.  292.  COLLEGK  LIBRARY  RESOCRCKS. 

Section  211  of  the  Act  is  amended  to  read 
as  follows: 

"college  library  resources 

"Sec.  211.  la)  From  the  amount  appropri- 
ated for  this  part,  the  Secretary  shall  make 
grants  to  eligible  institutions  of  higher  edu- 
cation or  combinations  thereof  land  to 
branches  of  institutions  which  are  located 
in  different  communities  from  that  in  which 


its  parent  institution  is  located).  The 
amount  of  a  grant  under  this  part  shall  not 
be  less  than  $2,000  nor  more  than  $10,000 
and  shall  reflect  the  number  of  full-time 
equivalent  students  enrolled  at  the  recipient 
institution.  If  the  funds  are  not  sufficient  to 
provide  grants  to  ail  eligible  institutions, 
grants  shall  be  made  to  those  institutions 
demonstrating  the  greatest  need,  based  on 
the  eligibility  criteria  in  section  2111c). 

"lb)  A  grant  under  this  part  may  be  made 
only  if  the  application  provides— 

"ID  information  about  the  institution 
and  its  library  resources  as  prescribed  by  the 
Secretary  in  regulations: 

"12)  satisfactory  assurance  that  the  appli- 
cant has  expended  for  all  library  materials 
lexclusive  of  construction)  during  the  insti- 
tutional fiscal  year  preceding  the  year  of  ap- 
plication for  which  the  grant  is  sought 
Ihereafter  in  this  section  referred  to  as  the 
'base  year'),  from  funds  other  than  funds  re- 
ceived under  this  part,  an  amount  not  less 
than  the  average  annual  aggregate  amount 
or  the  average  amount  per  full-time  equiva- 
lent student  it  expended  for  such  purposes 
during  the  two  years  preceding  the  base 
year: 

"13)  for  such  fiscal  control  and  fund  ac- 
counting procedures  as  are  necessary  to 
assure  proper  disbursement  of  and  account- 
ing for  Federal  funds  paid  to  the  applicant 
under  this  part: 

"14)  for  making  such  reports  as  the  Secre- 
tary may  require,  including  a  report  on  how 
such  funds  received  under  a  grant  were  ex- 
pended, and  for  keeping  such  records  and 
for  affording  such  access  thereto  as  the  Sec- 
retary deems  necessary  to  assure  the  correct- 
ness and  verification  of  such  reports;  and 

"151  a  statement  setting  forth  how  the 
funds  received  under  this  part  will  be  used 
to  improve  the  quality  of  the  institution 's  li- 
brary services. 

"Ic)  In  order  to  be  considered  an  eligible 
institution,  an  institution  must  provide  the 
Secretary  assurance  that— 

"ID  the  expenditures  of  the  institution  per 
full-time  equivalent  student  for  library  ma- 
terials is  less  than  the  average  of  the  expend- 
itures for  library  materials  per  full-time 
equivalent  student  by  other  institutions  of 
comparable  size  and  program,  as  deter- 
mined by  the  Secretary  in  accord  with  defi- 
nitions established  by  the  Center  for  Educa- 
tion Statistics:  and 

"12)  the  number  of  volumes  per  full-time 
equivalent  student  is  less  than  the  average 
of  such  number  of  volumes  held  by  institu- 
tions of  comparable  size  and  program,  as  de- 
termined by  the  Secretary  in  accord  with 
definitions  established  by  the  Center  for 
Education  Statistics. 

"Id)  If  the  Secretary  determines,  in  accord- 
ance with  regulations,  that  there  are  very 
unusual  circumstances  which  prevent  the 
applicant  from  making  the  assurance  re- 
quired by  subsection  Ib)l2),  the  requirement 
for  such  assurance  may  be  waived.  For  the 
purpose  of  this  subsection,  the  term  'very 
unusual  circumstances'  means  theft,  vandal- 
ism, fire,  flood,  earthquake,  or  other  occur- 
rence which  may  temporarily  reduce  the 
level  of  expenditures  for  library  materials, 
or  which  resulted  in  unusually  high  expendi- 
tures for  library  materials. 

"le)  If  the  Secretary  determines,  in  accord- 
ance with  regulations,  that  there  are  very 
unusual  circumstances  which  prevent  an 
otherwise  eligible  institution  from  qualify- 
ing under  subsection  Ic),  the  requirements  of 
subsection  Ic)  may  be  waived.  The  Secretary 
may  not  grant  such  waivers  to  more  than  5 
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percent  of  the  eligible  institutions  receiving 
grants  under  this  part 

"(f)  Grants  under  this  part  may  be  used 
only  for  books,  periodicals,  documents,  mag- 
netic tapes,  computer  software,  phonogra- 
phic records,  audiovisual  materials,  and 
other  related  library  materials  (including 
necessary  binding)  and  for  the  establish- 
ment and  maintenance  of  networks  for  shar- 
ing library  resources  with  other  institutions 
of  higher  education. ". 

SfX.   itU.   DKhlSITIOS  Of  n  LL-TIME  KUVIVALEST 
STIDEST. 

Part  A  of  title  II  of  the  Act  is  further 
amended  by  inserting  after  section  212  the 
folloxDing  new  sections: 

"DEFISITION 

"Sec.  213.  For  the  purpose  of  this  part  the 
term  'full-time  equivalent  students'  means 
the  sum  of  the  number  of  students  enrolled 
full  time  at  an  institution,  plus  the  full-time 
equivalent  of  the  number  of  students  en- 
rolled part  time  at  such  institution  (deter- 
mined on  the  basis  of  the  quotient  of  the 
sum  of  the  credit  hours  of  all  part-time  stu- 
dents divided  by  12). ". 

SEC.  i$4.  REPEAL  OF  SPECIAL  PCRP»SE  CRASTS. 

(a)  Repeal.— Section  224  of  the  Act  is  re- 
pealed. 

(b)  Conforming  Amendments.— (1)  Section 
221  of  the  Act  is  amended  to  read  as  follows: 

"GRANTS  AUTHORIZED 

"Sec.  221.  From  the  amounts  appropriated 
for  this  part  for  any  fiscal  year,  the  Secre- 
tary shall  make  grants  in  accordance  with 
sections  222  and  223.  Of  such  amount  two- 
thirds  shall  be  available  for  the  purpose  of 
section  222  and  one-third  shall  be  available 
for  the  purpose  of  section  223. ". 

(2)  Section  231(b)  of  the  Act  is  amended  by 
striking  out  "or  224". 
SEC.  20S.  RESEARCH  AM)  l)EMO.\.STRATIO.y 

Section  223  of  the  Act  is  amended  by  strik- 
ing out  "and  information  technology, ". 

SEC.  20S.  STRE\(iTHEMS<:  RESEARCH  I.IRRARY  RE- 
SOIRCES 

Section  231  of  the  Act  is  further  amended 
by  inserting  at  the  end  thereof  the  following 
new  subsection: 

"(c)  In  determining  eligibility  for  assist- 
ance under  this  part  the  Secretary  shall 
permit  institutions  that  do  not  otherwise 
qualify  to  provide  additional  information 
or  documents  to  demonstrate  the  national 
or  international  significance  for  scholarly 
research  of  the  particular  collection  de- 
scribed in  the  grant  proposal ". 

SEC.  a?.  COLLEGE  LIBRARY  TECHS0L(H:Y  AND  CO- 
OPERATIOS. 

Part  D  of  title  II  of  the  Act  is  amended  to 
read  as  follows: 

"Part  D— College  Library  Technology  and 

Cooperation  Grants 

"estabushment  of  program 

"Sec.  241.  (a)  The  Secretary  is  authorized 
to  make  grants  for  technological  equipment 
and  other  special  purposes  to— 

"(1)  institutions  of  higher  education 
which  demonstrate  a  need  for  special  assist- 
ance for  the  planning,  development  acquisi- 
tion, installation,  maintenance,  or  replace- 
ment of  technological  equipment  (including 
computer  hardware  and  software)  necessary 
to  participate  in  networks  for  sharing  of  li- 
brary resources; 

"(2)  combinations  of  higher  education  in- 
stitutions which  demonstrate  a  need  for  spe- 
cial assistance  in  establishing  and  strength- 
ening joint-use  library  facilities,  resources, 
or  equipment' 

"(3)  other  public  and  private  nonprofit  or- 
ganisations which  provide  library  and  in- 


formation services  to  institutions  of  higher 
education  on  a  formal,  cooperative  basis  for 
the  purpose  of  establishing,  developing,  or 
expanding  programs  or  projects  that  im- 
prove their  services  to  institution.s  of  higher 
education;  and 

"(4)  iTistitutions  of  higher  education  con- 
ducting research  or  demonstration  projects 
to  meet  special  national  or  regional  needs  in 
utilizing  technology  to  enhance  library  or 
information  sciences. 

"(b)  From  funds  appropriated  for  this 
part  the  Secretary  shall  make  competitive 
awards  to  institutions  or  combinations  of 
institutions  in  each  of  the  categories  de- 
scribed in  clauses  (1)  through  (4)  of  subsec- 
tion (a).  The  minimum  award  shall  be 
$15,000  and  may  6e  expended  over  a  3-year 
period. 

"(c)  A  grant  under  this  section  may  be 
made  only  if  the  application  (whether  by  an 
individual  institution  or  a  combination  of 
institutions)  is  approved  by  the  Secretary  on 
the  basis  of  criteria  prescribed  in  regula- 
tions and  provides  satisfactory  assurance 
that  the  applicant  tcill  expend  during  the  3- 
year  period  for  which  the  grant  is  sought 
(from  funds  other  than  funds  received  under 
this  title),  for  the  same  purpose  as  such 
grant,  an  amount  from  such  other  sources 
equal  to  not  less  than  one-third  of  such 
grant 

"(d)  This  program  shall  be  administered 
in  the  Department  by  an  expert  in  library 
technology. ". 

TITLE  lll—ISSTITVTIOSAL  AID 
SEC.  tei.  ISSTITVTIOSAL  All)  REACTHORIZEU. 

(a)  Amendment.— Title  III  of  the  Act  is 
amended  to  read  as  follows: 

"TITLE  III-INSTITUTIONAL  AID 

"FINDINGS  AND  PURPOSES 

"Sec.  301.  (a)  Findings.— The  Congress 
finds  that— 

"(1)  many  institutions  of  higher  education 
in  this  era  of  declining  enrollments  and 
scarce  resources  face  problems  which  threat- 
en their  ability  to  survive; 

"(2)  the  problems  relate  to  the  manage- 
ment and  fiscal  operations  of  certain  insti- 
tutions of  higher  education,  as  well  as  to  an 
inability  to  engage  in  long-range  planning, 
recruitment  activities,  and  development  ac- 
tivities, including  endowment  building; 

'"(3)  the  title  III  program  prior  to  1985  did 
not  always  meet  the  specific  development 
needs  of  historically  Black  colleges  and  uni- 
versities and  other  institutions  with  large 
concentrations  of  minority,  low-income  stu- 
dents; 

"(4)  the  solution  of  the  problems  of  these 
institutions  would  enable  them  to  become 
viable,  fiscally  stable  and  independent 
thriving  institutions  of  higher  education; 

'"(5)  providing  a  minimum  level  of  assist- 
ance to  all  categories  of  eligible  institutions 
will  assure  the  continued  participation  of 
the  institutions  in  the  program  established 
in  title  III  and  enhance  their  role  in  provid- 
ing access  and  quality  education  to  low- 
incoTTie  and  minority  students; 

""(6)  these  institutions  play  an  important 
role  in  the  American  system  of  higher  educa- 
tion, and  there  is  a  strong  national  interest 
in  assisting  them  in  solving  their  problems 
and  in  stabilizing  their  management  and 
fiscal  operations,  and  in  l>ecoming  finan- 
cially independent  and 

"(7)  there  is  a  particular  national  interest 
in  aiding  those  institutions  of  higher  educa- 
tion that  have  historically  served  students 
who  have  been  denied  access  to  postsecond- 
ary  education  t>ecause  of  race  or  national 
origin  and  whose  participation  in  the  Amer- 


ican system  of  higher  education  is  in  the 
Nation's  interest  so  that  equality  of  access 
and  quality  of  postsecondary  education  op- 
portunities may  be  enhanced  for  all  stu- 
dents. 

"(b)  Purpose.— It  is  the  purpose  of  this 
title  to  assist  such  institutions  in  equalizing 
educational  opportunity  through  a  program 
of  Federal  assistance. 

"Part  A— Strengthening  Instttvtions 

"PROGRAM  PURPOSE 

"Sec.  311.  (a)  General  Authorization.— 
The  Secretary  shall  carry  out  a  program,  in 
accordance  with  this  part  to  improve  the 
academic  quality,  institutional  manage- 
ment and  fiscal  stability  of  eligible  institu- 
tions, in  order  to  increase  their  self-suffi- 
ciency and  strengthen  their  capacity  to 
make  a  substantial  contribution  to  the 
higher  education  resources  of  the  Nation. 

"(b)  Grants  Awarded;  Special  Consider- 
ation.—(1)  From  the  sums  available  for  this 
part  under  section  358(a)(1),  the  Secretary 
may  award  grants  to  any  eligible  institution 
with  an  application  approved  under  section 
351  in  order  to  assist  such  an  institution  to 
plan,  develop,  or  implement  activities  that 
promise  to  strengthen  the  institution. 

"(2)  Special  consideration  shall  be  given 
to  any  eligible  institution— 

""(A)  which  has  endowment  funds  (other 
Uian  any  endowment  fund  built  under  sec- 
tion 332  of  this  Act  as  in  effect  on  Septemt>er 
30.  1986,  and  under  part  B)  the  market  value 
of  which,  per  full-time  equivalent  student  is 
less  than  the  average  current  market  value 
of  the  endowment  funds,  per  full-time  equiv- 
alent student  (other  than  any  endowment 
fund  built  under  section  332  of  this  Act  as  in 
effect  on  September  30.  1986,  and  under  part 
B)  at  similar  institutions:  or 

"(B)  which  has  expenditures  per  full-time 
equivalent  student  for  library  materials 
which  is  less  than  the  average  of  the  expend- 
itures for  library  materials  per  full-time 
equivalent  student  by  other  similarly  situat- 
ed institutions. 

""(3)  Special  consideration  shall  be  given 
to  applications  which  propose,  pursuant  to 
the  institution's  plan,  to  engage  in— 

"(A)  faculty  development; 

"(B)  funds  and  administrative  manage- 
ment 

"(C)  development  and  improvement  of 
academic  programs; 

"(D)  acquisition  of  equipment  for  use  in 
strengthening  funds  managernent  and  aca- 
demic programs; 

""(E)  joint  use  of  facilities  such  as  libraries 
and  laboratories;  and 

"(F)  student  services. 

""definitions:  eligibiltty 

"Sec.  312.  (a)  Educational  and  General 
Expenditures.— For  the  purpose  of  this  part 
the  term  "educational  and  general  expendi- 
tures' means  the  total  amount  expended  by 
an  institution  of  higher  education  for  in- 
struction, research,  public  service,  academic 
support  (including  library  expenditures), 
student  services,  institutional  support 
scholarships  and  fellowships,  operation  and 
maintenance  expenditures  for  the  physical 
plant,  and  any  mandatory  transfers  which 
the  institution  is  required  to  pay  by  law. 

"(b)  Eligible  Institution.— For  the  pur- 
pose of  this  part  the  term  'eligible  institu- 
tion '  means— 

"(1)  an  institution  of  higher  education— 

""(A)  which  has  an  enrollment  of  needy  stu- 
dents as  required  by  subsection  (c)  of  this 
section; 

""(B)  except  as  provided  in  section  3S2(b), 
the  average  educational  and  general  expend- 
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Hurts  QfvDhich  art  low,  per  fiUl- lime  equiva- 
lent  undergraduate  studeni  in  comparison 
wilh  Ihe  average  educational  and  general 
expenditures  per  full-time  equivalent  under- 
graduate stxtdent  of  institutions  that  offer 
similar  instruction; 

"(CXi)  is  legaily  authorized  to  provide, 
and  provides  urithin  the  State,  an  educa- 
tional program  for  which  it  awards  a  bache- 
lor's degree,  or  (iiJ  is  a  junior  or  community 
college; 

"ID)  is  accredited  by  a  nationally  recog- 
nized accrediting  agency  or  association  de- 
termined by  the  Secretary  to  be  reliable  au- 
thority as  to  the  quality  of  training  offered 
or  is,  according  to  such  an  agency  or  asso- 
ciation, making  reasonable  progress  toward 
accreditation; 

"(E)  except  as  provided  in  section  352(b) 
has,  during  the  5  academic  years  preceding 
the  academic  year  for  which  it  seeks  assist- 
ance under  this  part— 

"(i)  met  the  requirement  of  either  subpara- 
graph (C)(i)  or  (CXii).  or  of  both  such  sub- 
paragraphs (simultaneously  or  consecutive- 
ly): and 

"(ii)  met  the  requirement  of  subparagraph 
(D);  and 

"(F)  meets  such  other  requirements  as  the 
Secretary  may  prescribe: 

"(2)  any  branch  of  any  institution  of 
higher  education  described  under  paragraph 
(1)  which  by  itself  satisfies  the  requirements 
contained  in  subparagraphs  (A)  and  (B)  of 
such  paragraph; 

"(3)  any  institution  of  higher  education 
which  has  an  enrollment  of  which  at  least  20 
percent  are  Mexican  American,  Puerto 
Rican,  Cuban,  or  other  Hispanic  students, 
or  combination  thereof,  and  which  also  sat- 
isfies the  requirements  of  subparagraphs  (A) 
and  (B)  of  paragraph  (1): 

"(4)  any  institution  of  higher  education 
which  has  an  enrollment  of  at  least  60  per- 
cent American  Indian,  or  in  the  case  of 
Alaska  natives,  an  enrollment  of  at  least  5 
percent,  and  which  also  satisfies  the  require- 
ments of  subparagraphs  (A).  (B).  IC),  and 
(D)  of  paragraph  (It:  and 

"(5)  any  institution  of  higher  education 
which  has  an  enrollment  of  which  at  ^east  5 
percent  are  Native  Hawaiian.  Asian  Ameri- 
can, American  Samoan,  Micronesian,  Gua- 
mian  ((Jhamorro).  and  Northern  Marianian, 
or  any  comtnnation  thereof,  and  which  also 
satisfies  the  requirements  of  subparagraphs 
(A)  and  (B)  of  paragraph  (It. 
For  purposes  of  the  determination  of  wheth- 
er an  iTistitution  is  an  eligible  institution 
under  this  paragraph,  the  factor  described 
under  paragraph  (lt(A)  shall  be  given  twice 
the  weight  of  the  factor  described  under 
paragraph  (lt(BI. 

"(c)  Enrollment  of  Needy  Students.— For 
the  purpose  of  this  part,  the  term  'enroll- 
ment of  needy  students'  means  an  enroll- 
ment at  an  institution  of  higher  education 
or  a  junior  or  community  college  which  in- 
cludes— 

"(1)  at  least  50  percent  of  the  degree  stu- 
dents so  enrolled  who  are  receiving  need- 
based  assistance  under  title  IV  of  this  Act 
(other  than  loans  for  which  an  interest  sub- 
sidy is  paid  pursuant  to  section  428),  or 

"(2)  a  substantial  percentage  of  students 
receiving  Pell  Grants  in  the  second  preced- 
ing fiscal  year,  in  comparison  with  the  per- 
centage of  students  receiving  Pell  Grants  at 
all  such  institutions  in  such  fiscal  year, 
unless  the  requirement  of  this  subdivision  is 
waived  under  section  352(a). 

"(d)  Full-Time  Equivalent  Students.— For 
the  purpose  of  this  part,  the  term  'full-time 
equivalent  students'  Tneans  the  sum  of  the 


number  of  students  enrolled  full  time  at  an 
institution,  plus  the  full-time  equivalent  of 
the  numt>er  of  students  enrolled  part  time 
(determined  on  the  basis  of  the  quotient  of 
the  sum  of  the  credit  hours  of  all  part-time 
students  divided  by  12)  at  such  institution. 

"(e)  Junior  or  Community  College.— For 
the  purpose  of  this  part,  the  term  'junior  or 
community  college'  means  an  iTistitution  of 
higher  education— 

"(1)  that  admits  as  regular  students  per- 
sons who  are  beyond  the  age  of  compulsory 
school  attendance  in  the  State  in  which  the 
institution  is  located  and  who  have  the  abil- 
ity to  benefit  from  the  training  offered  by 
the  institution: 

"(2)  that  does  not  provide  an  educational 
program  for  which  it  awards  a  bachelor's 
degree  (or  an  equivalent  degree):  and 

"(31  that- 

"(At  provides  an  educational  program  of 
nol  less  than  2  years  that  is  acceptable  for 
full  credit  toward  such  a  degree,  or 

"(B)  offers  a  2-year  program  in  engineer- 
ing, mathematics,  or  the  physical  or  biologi- 
cal sciences,  designed  to  prepare  a  student 
to  work  as  a  technician  or  at  the  semiprofes- 
sional  level  in  engineering,  scientific,  or 
other  technological  fields  requiring  the  un- 
derstanding and  application  of  basic  engi- 
neering, scientific,  or  mathematical  princi- 
ples of  knowledge. 

"DURATION  OF  GRANT 

'Sec.  313.  (a)  General  Rule.— The  Secre- 
tary may  award  a  grant  to  an  eligible  insti- 
tution under  this  part  for— 

"(It  not  to  exceed  3  years: 

"(21  not  to  exceed  4  years:  or 

"(3)  not  to  exceed  5  years. 

"(b)  Prohibition.— An  eligible  institution 
that  is  awarded  a  grant— 

"(It  under  paragraph  (2)  of  subsection  (at 
shall  not  be  eligible  to  receive  a  grant  under 
this  part  during  the  4  years  immediately  fol- 
lowing the  period  Uiat  it  received  su^h 
grant;  and 

"(2t  under  paragraph  (3t  of  subsection  (at 
shall  not  be  eligible  to  receive  a  grant  under 
this  part  during  the  5  years  immediately  fol- 
lowing the  period  that  it  received  such 
grant 

"tct  Planning  Grants.— Notwithstanding 
subsection  (a),  the  Secretary  may  award  a 
grant  to  an  eligible  institution  under  this 
part  for  a  period  of  one  year  for  the  purpose 
of  preparation  of  plans  and  applications  for 
a  grant  under  this  part 

"Part  B— Strengthening  Historically 

Black  Colleges  and  Universities 

"findings  and  purposes 

"Sec.  321.  The  Congress  finds  that— 

"(It  the  historically  Black  colleges  and 
universities  have  contributed  significantly 
to  the  effort  to  attain  equal  opportunity 
through  postsecondary  education  for  Black 
low-income,  and  educationally  disadvan- 
taged Americans: 

"(2)  States  and  the  Federal  Government 
have  discriminated  in  the  allocation  of  land 
and  financial  resources  to  support  Black 
public  institutions  under  the  Morrill  Act  of 
1862  and  its  progeny,  and  against  public 
and  private  Black  colleges  and  universities 
in  the  award  of  Federal  grants  and  con- 
tracts, and  the  distribution  of  Federal  re- 
sources under  this  Act  and  other  Federal 
programs  which  benefit  institutions  of 
higher  education; 

"(3)  the  current  state  of  Black  colleges  and 
universities  is  partly  attributable  to  the  dis- 
criminatory action  of  the  States  and  the 
Federal  Government  and  this  discriminato- 
ry action  requires  the  remedy  of  enhance- 
ment of  Black  postsecondary  institutions  to 


ensure  their  continuation  and  participation 
in  fulfilling  the  Federal  mission  of  equality 
of  educational  opportunity:  and 

"(4)  financial  assistance  to  establish  or 
strengthen  the  physical  plants,  financial 
management,  academic  resources,  and  en- 
dowments of  the  historically  Black  colleges 
and  universities  are  appropriate  methods  to 
enhance  these  institutions  and  facilitate  a 
decrease  in  reliance  on  governmental  finan- 
cial support  and  to  encourage  reliance  on 
endowments  and  private  sources. 

"DEFINITIONS 

"Sec.  322.  For  the  purpose  of  this  part- 

"(1)  The  term  'graduate'  means  an  indi- 
vidual who  has  attended  an  institution  for 
at  least  three  semesters  and  fulfilled  aca- 
demic requirements  for  undergraduate  stud- 
ies in  not  more  than  5  consecutive  school 
years. 

"(2t  The  term  'part  B  institution'  means 
any  historically  Black  college  or  university 
that  was  established  prior  to  1964,  whose 
principal  mission  was,  and  is,  the  education 
of  Black  Americans,  and  that  is  accredited 
by  a  nationally  recognized  accrediting 
agency  or  association  determined  by  the 
Secretary  to  be  a  reliable  authority  as  to  the 
quality  of  training  offered  or  is,  according 
to  such  an  agency  or  association,  making 
reasonable  progress  toward  accreditation. 

"(3)  The  term  'Pell  Grant  recipient'  means 
a  recipient  of  financial  aid  under  subpart  1 
of  part  A  of  title  IV  of  this  Act 

"(4)  The  term  'professional  and  academic 
areas  in  which  Blacks  are  underrepresented' 
shall  be  determined  by  the  Secretary  and  the 
Commissioner  of  the  Bureau  of  Labor  Sta- 
tistics, on  the  basis  of  the  most  recent  avail- 
able satisfactory  data,  as  professional  and 
academic  areas  in  which  the  percentage  of 
Black  Americans  who  have  been  educated, 
trained,  and  employed  is  less  than  the  per- 
centage of  Blacks  in  the  general  population. 

"(5)  The  term  'school  year'  means  the 
period  of  12  months  beginning  July  1  of  any 
calendar  year  and  ending  June  30  of  the  fol- 
lowing calendar  year. 

"GRANTS  TO  INSTITUTIONS 

"Sec.  323.  (a)  General  Authorization; 
Uses  of  Funds.— From  amounts  available 
under  section  358(at(2t  in  any  fiscal  year 
the  Secretary  shall  make  grants  (under  sec- 
tion 324t  to  institutions  which  have  appli- 
cations approved  by  the  Secretary  (under 
section  325tforany  of  the  following  uses: 

"(It  Purchase,  rental,  or  lease  of  scientific 
or  laboratory  equipment  for  edticational 
purposes,  including  instructional  and  re- 
search purposes. 

"(2t  Construction,  maintenance,  renova- 
tion, and  improvement  in  classroom,  li- 
brary, laboratory,  and  other  instructional 
facilities. 

"(3)  Support  of  faculty  exchanges  and  fac- 
ulty fellowships  to  assist  in  attaining  ad- 
vanced degrees  in  their  field  of  instructioru 

"(4)  Academic  instruction  in  disciplines 
in  which  Black  Americans  are  underrepre- 
sented. 

"(St  Purchase  of  library  books,  periodicals, 
microfilm,  and  other  educational  materials. 

"(6)  Tutoring,  counseling,  and  student 
service  programs  designed  to  improve  aca- 
demic success. 

"(b)  LmrrATiONs.—d)  No  grant  may  be 
made  under  this  Act  for  any  educational 
program,  activity,  or  service  related  to  sec- 
tarian instruction  or  religious  worship,  or 
provided  by  a  school  or  department  of  divin- 
ity. For  the  purpose  of  this  subsection,  the 
term  'school  or  department  of  divinity' 
means  an  institution  v>hose  program  is  spe- 
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cificaUyfor  the  education  of  students  to  pre- 
pare them  to  become  ministers  of  religion  or 
to  enter  upon  some  other  religious  vocation, 
or  to  prepare  them  to  teach  theological  sub- 
jects. 

"(2 J  Not  more  than  SO  percent  of  the  allot- 
ment of  any  institution  may  be  available  for 
the  purpose  of  constructing  or  maintaining 
a  classroom,  library,  laboratory,  or  other  in- 
structional facility. 

"ALLOTMENTS  TO  MSTTTUTIONS 

"Sec.  324.  (a)  Allotment;  Pell  Grant 
Basis.— From  the  amounts  appropriated  to 
carry  out  this  part  for  any  fiscal  year,  the 
Secretary  shall  allot  to  each  part  B  institu- 
tion a  sum  which  bears  the  same  ratio  to 
one-half  that  amount  as  the  number  of  Pell 
Grant  recipients  in  attendance  at  suc/i  in- 
stitution at  the  end  of  the  school  year  pre- 
ceding the  beginning  of  that  fiscal  year 
bears  to  the  total  number  of  Pell  Grant  re- 
cipients at  all  part  B  institutions. 

"(b)  Allotment;  Graduates  Basis.— From 
the  amounts  appropriated  to  carry  out  this 
part  for  any  fiscal  year,  the  Secretary  shall 
allot  to  each  part  B  institution  a  sum  which 
bears  the  same  ratio  to  one-fourth  that 
amount  as  the  numi>er  of  graduates  for  such 
school  year  at  such  institution  bears  to  the 
total  number  of  graduates  for  such  school 
year  at  all  part  B  institutions. 

"(c>  Allotment;  Graduate  and  Profession- 
al Student  Basis.— From  the  amounts  ap- 
propriated to  carry  out  this  part  for  any 
fiscal  year,  the  Secretary  shall  allot  to  each 
part  B  institution  a  sum  which  bears  the 
same  ratio  to  one-fourth  that  amount  as  the 
number  of  graduates,  who  are  admitted  to 
and  in  attendance  at  a  graduate  or  profes- 
sional school  in  a  degree  program  in  disci- 
plines in  which  Blacks  are  underrepresent- 
ed,  bears  to  the  number  of  such  graduates 
for  all  part  B  institutions. 

"(d)  REALLOTMENT.—The  amount  of  any 
part  B  institution 's  allotment  under  subsec- 
tion (a),  (b),  or  (c)  for  any  fiscal  year  which 
the  Secretary  determines  vnll  not  be  required 
for  such  institution  for  the  period  such  al- 
lotment is  available  shall  be  available  for  re- 
allotment  from  time  to  time  on  such  date 
during  such  period  as  the  Secretary  may  de- 
termine to  other  part  B  institutions  in  pro- 
portion to  the  original  allotment  to  such 
other  institutions  under  this  section  for 
such  fiscal  year. 

"(e)  Special  Merger  Rule.—(1)  The  Secre- 
tary shall  permit  any  eligible  institution  for 
a  grant  under  part  B  in  any  fiscal  year  prior 
to  the  fiscal  year  1986  to  apply  for  a  grant 
under  this  part  if  the  eligible  institution  has 
merged  with  another  institution  of  higher 
education  which  is  not  so  eligible  or  has 
merged  with  an  eligible  institution. 

"(2)  The  Secretary  may  establish  such  reg- 
ulations as  may  be  necessary  to  carry  out 
the  requirement  of  paragraph  (1)  of  this  sub- 
section. 

"(f)  Special  Rule  for  Certain  District  of 
CoLVMBU  EuGiBLE  INSTITUTIONS.— In  any 
fiscal  year  that  the  Secretary  determines 
that  Howard  University  or  the  University  of 
the  District  of  Columbia  unll  receive  an  al- 
lotment under  subsections  (b)  and  (c)  of  this 
section  which  is  not  in  excess  of  amounts  re- 
ceived by  Howard  University  under  the  Act 
of  March  2.  1867  (14  Stat  438;  20  U.S.C. 
123),  relating  to  annual  authorization  of  ap- 
propriations for  Howard  University,  or  by 
the  University  of  the  District  of  Columbia 
under  the  District  of  Columbia  Self-Govem- 
ment  and  Governmental  Reorganization 
Act  (87  StaL  774)  for  such  fiscal  year,  then 
Howard  University  and  the  University  of 
the  District  of  Columbia,  as  the  case  may  be. 
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shall  be  ineligible  to  receive  an  allotment 
under  this  section. 

"appucations 

"Sec.  325.  (a)  Contents.— No  part  B  insti- 
tution shall  be  entitled  to  its  allotment  of 
Federal  funds  for  any  grant  under  section 
324  for  any  period  ur^ess  that  institution 
meets  the  requirements  of  subparagraphs 
(C),  (D),  and  (E)  of  section  312(b)(1)  and 
submits  an  application  to  the  Secretary  at 
stich  time,  in  such  manner,  and  containing 
or  accompanied  by  such  information,  as  the 
Secretary  may  reasonably  require.  Each 
such  application  shall— 

"(1)  provide  that  the  payments  under  this 
Act  uiill  be  used  for  the  purposes  set  forth  in 
section  322;  and 

"(2)  provide  for  making  an  annual  report 
to  the  Secretary  and  provide  for— 

"(A)  conducting,  except  as  provided  in 
subparagraph  (B),  a  financial  and  compli- 
ance audit  of  an  eligible  institution,  with 
regard  to  any  funds  obtained  by  it  under 
this  title  at  least  once  every  two  years  and 
covering  the  period  since  the  most  recent 
audit,  conducted  by  a  qualified,  independ- 
ent organization  or  person  in  accordance 
with  standards  established  by  the  Comptrol- 
ler General  for  the  audit  of  governmental  or- 
ganizations, programs,  and  functions,  and 
as  prescribed  in  regulations  of  the  Secretary, 
the  results  of  which  shall  be  submitted  to  the 
Secretary;  or 

"(B)  with  regard  to  an  eligible  institution 
which  is  audited  under  chapter  75  of  title 
31,  United  States  Code,  deeming  such  audit 
to  satisfy  the  requirements  of  subparagraph 
(A)  for  the  period  covered  by  such  audit 

"(b)  Approval.— The  Secretary  shall  ap- 
prove any  application  which  meets  the  re- 
quirements of  subsection  (a)  and  shall  not 
disapprove  any  application  submitted 
under  this  part,  or  any  modification  thereof 
without  first  affording  such  institution  rea- 
sonable notice  and  opportunity  for  a  hear- 
ing. 

"professional  or  graduate  institutions 

"Sec.  326.  (a)  General  Authorization— (1) 
Subject  to  the  availability  of  funds  appro- 
priated to  carry  out  this  section,  the  Secre- 
tary shall  award  program  grants  to  each  of 
the  postgraduate  institutions  listed  in  sub- 
section (e)  that  is  determined  by  the  Secre- 
tary to  be  making  a  substantial  contribu- 
tion to  the  legal,  medical,  dental,  veterinary, 
or  other  graduate  education  opportunities 
for  Black  Americans. 

"(2)  No  grant  in  excess  of  $500,000  may  be 
made  under  this  section  unless  the  postgrad- 
uate institution  provides  assurances  that  SO 
percent  of  the  cost  of  the  purposes  for  which 
the  grant  is  made  vnll  be  paid  from  non-Fed- 
eral sources. 

"(b)  Duration.— Grants  shall  6e  made  for 
a  period  not  to  exceed  5  years.  No  more  than 
txDO  5-year  grants  (for  a  period  of  not  more 
than  10  years)  may  be  made  to  any  one  un- 
dergraduate or  postgraduate  iTistitution. 

"(c)  Uses  of  Funds.— A  grant  under  this 
section  may  be  used  for— 

"(1)  any  of  the  purposes  enumerated  under 
section  323; 

"(2)  to  establish  or  improve  a  development 
office  to  strengthen  and  increase  contribu- 
tions from  alumni  and  the  private  sector; 
and 

"(3)  to  assist  in  the  establishment  or 
maintenaTice  of  an  institutional  endowment 
to  facilitate  financial  independence  pursu- 
ant to  section  333  of  this  title. 

"(d)  AppucATiON.—Any  institution  eligible 
for  a  grant  under  this  section  shall  submit 
an  apjdication  which— 


"(1)  demonstrates  how  the  grant  funds 
will  be  used  to  improve  graduate  education- 
al opportunities  for  Black  and  low-income 
students,  and  lead  to  greater  financial  inde- 
pendence; and 

"(2)  provides,  in  the  case  of  applications 
for  grants  in  excess  of  $500,000,  the  assur- 
ances required  by  subsection  (a)(2)  and 
specifies  the  manner  in  which  the  eligible 
institution  is  going  to  pay  the  non-Federal 
share  of  the  cost  of  the  application. 

"(e)  Eligible  Professional  or  Graduate 
iNSTTTUTiONs.— Independent  professional  or 
graduate  institutions  eligible  for  grants 
under  subsection  (a)  include— 

"(I)  Morehouse  School  of  Medicine; 

"(2)  Meharry  Medical  School; 

"(3)  Charles  R.  Drew  PostgraduaU  Medi- 
cal School; 

"(4)  Atlanta  University;  and 

"(5)  Tuskegee  Institute  School  of  Veteri- 
nary Medicine. 

"REPORTING  AND  AUDIT  REQUIREMENTS 

"Sec.  327.  (a)  Recordkeeping.— Each  re- 
cipient of  a  grant  under  this  Act  shall  keep 
such  records  as  the  Secretary  shall  prescribe, 
including  records  which  fully  disclose— 

"(1)  the  amount  and  disposition  by  such 
recipient  of  the  proceeds  of  such  assistance; 

"(2)  the  cost  of  the  project  or  undertaking 
in  connection  with  which  such  assistance  is 
given  or  used; 

"(3)  the  amount  of  that  portion  of  the  cost 
of  the  project  or  undertaking  supplied  by 
other  sources;  and 

"(4)  such  other  records  as  will  facilitate  an 
effective  audit 

"(b)  Repayment  of  Unexpended  Funds.— 
Any  funds  paid  to  an  institution  and  not  ex- 
pended or  used  for  the  purposes  for  which 
the  funds  were  paid  within  10  years  follow- 
ing the  date  of  the  initial  grant  awarded  to 
an  institution  under  part  B  of  this  title 
shall  be  repaid  to  the  Treasury  of  the  United 
States. 

"Part  C— Challenge  Grants  for  Institu- 
tions Eligible  for  Assistance  Under  Part 
A  OR  Part  B 

"establishment  OF  CHALLENGE  GRANT 
PROGRAM 

"Sec.  331.  (a)  General  Authorization;  Eu- 
gibility.—(1)  From  the  sums  available  under 
section  360(a)(3)  for  each  fiscal  year,  the 
Secretary  may  award  a  challenge  grant  to 
each  institution— 

"(A)  which  is  an  eligible  institution  under 
part  A  or  would  be  considered  to  be  such  an 
institution  if  section  312(b)(1)(C)  referred  to 
a  postgraduate  degree  rather  than  a  bache- 
lor's degree; 

"(B)  which  is  an  institution  under  part  B 
or  would  be  considered  to  be  such  an  institu- 
tion if  section  324  referred  to  a  postgraduate 
degree  rather  than  a  baccalaureate  degree; 
or 

"(C)  which  is  an  institution  that  makes  a 
substantial  contribution  to  postgraduate 
medical  educational  opportunities  for  mi- 
norities and  the  economically  disadvan- 
taged. 

"(2)  The  Secretary  may  waive  the  require- 
ments set  forth  in  subparagraphs  (A)  and 
(B)  of  paragraph  (1)  with  respect  to  a  post- 
graduate degree  in  the  case  of  any  institu- 
tion otherwise  eligible  under  such  para- 
graph for  a  challenge  grant  upon  determin- 
ing that  the  institution  makes  a  substantial 
contribution  to  medical  education  opportu- 
nities for  minorities  and  the  economically 
disadvantaged. 

"(b)  Uses  of  Funds.— A  grant  under  this 
section  may  be  used  by  an  iTistitution  eligi- 
ble for  a  grant  under  this  section  to  assist 
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the  institution  to  achieve  financial  inde- 
pendence. 

"(c>  Duration  or  Grant.— The  Secretary 
may  make  a  grant  under  this  section  for  a 
period  of  not  more  than  5  years,  subject  to 
annual  appropriations. 

"Id)  Contents  of  AppucATiONS.—Any  insti- 
tution eligible  for  a  challenge  grant  under 
this  section  may  apply  for  such  a  grant 
under  section  351.  except  that  the  applica- 
tion for  the  purpose  of  this  part  shall— 

"111  provide  assurances  that  funds  will  be 
available  to  the  applicant  within  one  year 
to  match  funds  that  the  Secretary  is  request- 
ed to  make  available  to  the  institution  as  a 
challenge  grant; 

"12)  in  the  case  of  an  application  by  a 
public  institution,  contain  the  recommenda- 
tions of  an  appropriate  State  agency  respon- 
sible for  higher  education  in  the  State,  or 
provide  evidence  that  the  institution  re- 
guested  the  State  agency  to  comment  but  the 
State  agency  failed  to  comment;  and 

"13)  demonstrate  how  challenge  grant 
funds  will  be  used  to  achieve  financial  inde- 
pendence. 

"le)  Notice  or  Approval.— Not  later  than 
April  1  of  the  fiscal  year  preceding  the  fiscal 
year  in  which  any  grant  is  to  be  made  under 
this  section,  the  Secretary  shall  determine 
which  institutions  will  receive  challenge 
grants  under  such  section  and  notify  the  in- 
stitutions of  the  amount  of  the  grant. 

"If)  Preference.— In  approving  applica- 
tions for  such  grants,  preference  shall  be 
given  to  institutions  which  are  receiving,  or 
have  received,  grants  under  part  A  or  part  B 
of  this  title. 

"ENDOWMENT  CHALLENGE  ORANTS 

"Sec.  332.  la)  Purpose;  Definitions.— il) 
The  purpose  of  this  section  is  to  establish  a 
program  to  provide  matching  grants  to  eligi- 
ble institutions  of  higher  education  in  order 
to  establish  or  increase  endowment  funds  at 
such  institutions,  to  provide  additional  in- 
centives to  promote  fund  raising  activities 
by  such  institutions,  and  to  foster  increased 
independence  and  self-sufficiency  at  such 
institutions. 

"12)  For  the  purpose  of  this  section: 

"I A)  The  term  'endowment  fund'  means  a 
fund  established  by  State  law,  by  an  institu- 
tion of  higher  education,  or  by  a  foundation 
which  is  exempt  from  taxation  and  is  main- 
tained for  the  purpose  of  generating  income 
for  the  support  of  the  institution,  but  which 
shall  not  include  real  estate. 

"IB)  The  term  'endowment  fund  corpus' 
means  an  amount  equal  to  the  grant  or 
grants  awarded  under  this  section  plus  an 
amount  equal  to  such  grant  or  grants  pro- 
vided by  the  institution. 

"lO  The  term  'endowment  fund  income' 
means  on  amount  equal  to  the  total  valu£  of 
the  endowment  fund  established  under  this 
section  minus  the  endowment  fund  corpus. 

"lb)  Grants  Authorized.— U)  From  sums 
available  for  this  section  under  section  360, 
the  Secretary  is  authorised  to  award  chal- 
lenge grants  to  eligible  institutions  of  higher 
education  to  establish  or  increase  an  endow- 
ment fund  at  such  institution.  Such  grants 
shall  be  made  only  to  eligible  institutions 
described  in  paragraph  14)  whose  applica- 
tions have  been  approved  pursuant  to  sub- 
section Ig). 

"I2)IA)  Except  as  provided  in  subpara- 
graph IB),  no  institution  shall  receive  a 
grant  under  this  section,  unless  such  institu- 
tion has  deposited  in  its  endowment  fund 
established  under  this  section  an  amount 
equal  to  the  amount  of  such  grant  The 
source  of  funds  for  this  institutional  match 
shall  not  include  Federal  funds  or  funds 
from  an  existing  endowment  fund. 


"IB)  In  any  fiscal  year  in  which  the  appro- 
priations for  this  part  exceeds  tlO.000,000. 
the  Secretary  may  make  a  grant  under  this 
part  to  an  eligible  institution  of  higher  edu- 
cation if  such  institution— 

"li)  has  deposited  in  its  endowment  fund 
established  under  this  section  an  amount 
which  is  equal  to  one-half  of  the  amount  of 
such  grant:  and 

"Hi)  applies  for  a  grant  in  an  amount  ex- 
ceeding SI.  000, 000. 

"lO  An  eligible  institution  of  higher  edu- 
cation that  is  awarded  a  grant  under  this 
section  shall  not  be  eligible  to  reapply  for  a 
grant  under  this  section  during  the  10  years 
immediately  following  the  period  that  it  re- 
ceived such  grant. 

"13)  The  period  of  a  grant  under  this  sec- 
tion shall  be  not  more  than  20  years.  During 
the  grant  period,  an  institution  may  not 
withdraw  or  expend  any  of  the  endowment 
fund  corpus.  After  the  termination  of  the 
grant  period,  an  institution  may  use  the  en- 
dowment fund  corpus  plus  any  endowment 
fund  income  for  any  educational  purpose. 

"I4)IA)  An  institution  of  higher  education 
is  eligible  to  receive  a  grant  under  this  sec- 
tion if  it  is  an  eligible  institution  as  de- 
scribed in  section  331la)ll). 

"IB)  No  institution  shall  be  ineligible  for  a 
challenge  grant  under  this  section  for  a 
fiscal  year  by  reason  of  the  previous  receipt 
of  such  a  grant  but  no  institution  shall  be  el- 
igible to  receive  such  a  grant  for  more  than 
2  fiscal  years  out  of  any  period  of  5  consecu- 
tive fiscal  years. 

"15)  Except  as  provided  in  paragraph 
i2)tB),  a  challenge  grant  under  this  section 
to  an  eligible  institution  year  shall— 

"I A)  not  be  less  than  S50,000  for  any  fiscal 
year;  and 

"IB)  not  be  more  than  li)  $250,000  for 
fiscal  year  1987:  or  Hi)  $500,000  for  fiscal 
year  1988  or  any  succeeding  fiscal  year. 

"I6)IA)  An  eligible  institution  may  desig- 
nate a  foundation,  which  was  established 
for  the  purpose  of  raising  money  for  the  in- 
stitution, as  the  recipient  of  the  grant 
awarded  under  this  section. 

"IB)  The  Secretary  shall  not  award  a 
grant  to  a  foundation  on  behalf  of  an  insti- 
tution unless— 

"li)  the  institution  assures  the  Secretary 
that  the  foundation  is  legally  authorised  to 
receive  the  endowment  fund  corpus  and  is 
legally  authorized  to  administer  the  fund  in 
accordance  with  this  section  and  any  imple- 
menting regulation; 

"Hi)  the  foundation  agrees  to  administer 
the  fund  in  accordance  with  the  require- 
ments of  this  section  and  any  implementing 
regulation;  and 

"liii)  the  institution  agrees  to  be  liable  for 
any  violation  by  the  foundation  of  the  pro- 
visions of  this  section  and  any  implement- 
ing regulation,  including  any  monetary  li- 
ability that  may  arise  as  a  result  of  such 
violation. 

"ic)  Grant  Agreement:  Endowment  Fund 
Provisions.— ID  An  institution  awarded  a 
grant  under  this  section  shall  enter  into  an 
agreement  with  the  Secretary  containing 
satisfactory  assurances  that  it  will  lA)  im- 
mediately comply  with  the  matching  re- 
quirements of  subsection  Ib)l2),  IB)  estab- 
lish an  endowment  fund  independent  of  any 
other  such  fund  of  the  institution,  IC)  invest 
the  endowment  fund  corpus,  and  ID)  meet 
the  other  requirements  of  this  section. 

"I2)IA)  An  institution  shall  invest  the  en- 
dowment fund  corpus  and  endowment  fund 
income  in  low-risk  securities  in  which  a  reg- 
ulated insurance  company  may  invest  under 
the  law  of  the  State  in  which  the  institution 


is  located  such  as  a  federally  insured  bank 
savings  account  or  comparable  interest- 
bearing  account,  certificate  of  deposit, 
money  market  fund,  mutual  fund,  or  obliga- 
tions of  the  United  States. 

"IB)  The  institution,  in  investing  the  en- 
dowment fund  established  under  this  sec- 
tion, shall  exercise  the  judgment  and  care, 
under  the  circumstances  then  prevailing, 
which  a  person  of  prudence,  discretion,  and 
intelligence  would  exercise  in  the  manage- 
ment of  such  person's  own  affairs. 

"I3)IA)  An  institution  may  withdraw  and 
expend  the  endowment  fund  income  to 
defray  any  expenses  necessary  to  the  oper- 
ation of  such  college,  including  expenses  of 
operations  and  maintenance,  administra- 
tion, academic  and  support  personnel,  con- 
struction and  renovation,  community  and 
student  services  programs,  and  technical  as- 
sistance. 

"lB)li)  Except  as  provided  in  clause  Hi), 
an  institution  may  not  spend  more  than  50 
percent  of  the  total  aggregate  endowment 
fund  income  earned  prior  to  the  time  of  ex- 
penditure. 

"Hi)  The  Secretary  may  permit  an  institu- 
tion to  spend  more  than  SO  percent  of  the  en- 
dowment fund  income  notvxithstanding 
clause  li)  if  the  institution  demonstrates 
such  an  expenditure  is  necessary  because  of 

II)  a  financial  emergency,  such  as  a  pending 
insolvency  or  temporary  liquidity  problem; 

III)  a  life-threatening  situation  occasioned 
by  a  natural  disaster  or  arson;  or  HID  any 
other  unusual  occurrence  or  exigent  circum- 
stance. 

"Id)  Repayment  Provisions.— ID  If  at  any 
time  an  institution  withdraws  part  of  the 
endowment  fund  corpus,  the  institution 
shall  repay  to  the  Secretary  an  amount 
equal  to  50  percent  of  the  withdrawn 
amount,  which  represents  the  Federal  share, 
plus  income  earned  thereon.  The  Secretary 
may  use  such  repaid  funds  to  make  addi- 
tional challenge  grants,  or  to  increase  exist- 
ing endowment  grants,  to  other  eligible  in- 
stitutions. 

"12)  If  an  institution  expends  more  of  the 
endowment  fund  income  than  is  permitted 
under  subsection  Ic),  the  institution  shall 
repay  the  Secretary  an  amount  equal  to  SO 
percent  of  the  amount  improperly  expended 
Irepresenting  the  Federal  share  thereof).  The 
Secretary  may  use  such  repaid  fund  to  make 
additional  challenge  grants,  or  to  increase 
existing  challenge  grants,  to  other  eligible 
institutions. 

"le)  Audit  Information.— An  institution 
receiving  a  *  '  '  such  information  as  the 
Secretary  may  prescribe.  Subject  to  the 
availability  of  appropriations  to  carry  out 
this  section  and  consistent  with  the  require- 
ment of  subsection  If),  the  Secretary  may  ap- 
prove an  application  for  a  grant  if  an  insti- 
tution, in  its  application,  provides  adequate 
assurances  that  it  will  comply  with  the  re- 
quirements of  this  section. 

"ih)  Termination  and  Recovery  Provi- 
sions.—ID  After  notice  and  an  opportunity 
for  a  hearing,  the  Secretary  may  terminate 
and  recover  a  grant  awarded  under  this  sec- 
tion if  the  grantee  institution— 

"lA)  expends  portions  of  the  endowment 
fund  corpus  or  expends  more  than  the  per- 
missible amount  of  the  endowment  funds 
income  as  prescribed  in  subsection  Ic)l3); 

"IB)  fails  to  invest  the  endowment  fund  in 
accordance  uxith  the  investment  standards 
set  forth  in  subsection  Ic)l2);  or 

"lO  fails  to  properly  account  to  the  Secre- 
tary concerning  the  investment  and  expend- 
itures of  the  endowment  funds. 
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"(2)  If  the  Secretary  terminates  a  grant 
under  paragraph  (1),  the  grantee  shall 
return  to  the  Secretary  an  amount  equal  to 
the  sum  of  each  original  grant  under  this 
section  plus  income  earned  thereon.  The  Sec- 
retary may  use  such  repaid  funds  to  make 
additional  endowment  grants,  or  to  increase 
existing  challenge  grants,  to  other  eligible 
institutions  under  this  part 

"Part  D— General  Provisions 

"APPUCATIONS  FOR  ASSISTANCE 

"Sec.  3S1.  (a)  Appucation  Required;  Ap- 
proval.—Any  institution  which  is  eligible 
for  assistance  under  this  title  shall  submit 
to  the  Secretary  an  application  for  assist- 
ance at  such  time,  in  such  form,  and  con- 
taining such  information,  as  may  be  neces- 
sary to  enable  the  Secretary  to  evaluate  its 
need  for  assistance.  Subject  to  the  availabil- 
ity of  appropriations  to  carry  out  this  title, 
the  Secretary  may  approve  an  application 
for  a  grant  under  this  title  if  the  application 
meets  the  requirements  of  subsection  (b)  and 
shows  that  the  applicant  is  eligible  for  as- 
sistance in  accordance  with  the  part  of  this 
title  under  which  the  assistance  is  sought 

"(b)  Contents.— An  institution,  in  its  ap- 
plication for  a  grant,  shall— 

"(J)  set  forth,  or  describe  how  the  institu- 
tion, (other  than  an  institution  applying 
under  part  C)  will  develop,  a  comprehensive 
development  plan  to  strengthen  the  institu- 
tion's academic  quality  and  institutional 
management,  and  otherwise  provide  for  in- 
stitutional self-sufficiency  and  growth  (in- 
cluding measurable  objectives  for  the  insti- 
tution and  the  Secretary  to  use  in  monitor- 
ing the  effectiveness  of  activities  under  this 
title); 

"(2)  set  forth  policies  and  procedures  to 
ensure  that  Federal  funds  made  available 
under  this  title  for  any  fiscal  year  will  be 
used  to  supplement  and,  to  the  extent  practi- 
cal, increase  the  funds  that  would  otherwise 
be  made  available  for  the  purposes  of  sec- 
tion 311(b)  or  323.  and  in  no  case  supplant 
those  funds; 

"(3)  set  forth  policies  and  procedures  for 
evaluating  the  effectiveness  in  accomplish- 
ing the  purpose  of  the  activities  for  which  a 
grant  is  sought  under  this  title; 

"(4)  provide  for  such  fiscal  control  and 
fund  accounting  procedures  as  may  be  nec- 
essary to  ensure  proper  disbursement  of  and 
accounting  for  funds  made  available  to  the 
applicant  under  this  title; 

"(S)  provide  (A)  for  making  such  reports, 
in  such  form  and  containing  such  injorma- 
lion,  as  the  Secretary  may  require  to  carry 
out  the  functions  under  this  title,  incltiding 
not  less  than  one  report  annually  setting 
forth  the  institution's  progress  toward 
achieving  the  objectives  for  which  the  funds 
were  awarded,  and  (B)  for  keeping  such 
records  and  affording  such  access  thereto,  as 
the  Secretary  may  find  necessary  to  assure 
the  correctness  and  verification  of  such  re- 
ports; 

"(€)  provide  that  the  institution  will 
comply  with  the  limitations  set  forth  in  sec- 
tion 3S6; 

"(7)  describe  in  a  comprehensive  manner 
any  proposed  project  for  which  funds  are 
sought  under  the  application  and  include— 

"(A)  a  description  of  the  various  compo- 
nents of  the  proposed  project,  including  the 
estimated  time  required  to  complete  each 
such  component; 

"(B)  in  the  case  of  any  development 
project  which  consists  of  several  compo- 
nents (as  described  by  the  applicant  pursu- 
ant to  subparagraph  (A)),  a  statement  iden- 
tifying those  components  which,  if  separate- 
ly funded,  would  be  sound  investments  of 


Federal  funds  and  those  components  which 
would  be  sound  investments  of  Federal 
funds  only  if  funded  under  this  title  in  con- 
junction with  other  parts  of  the  development 
project  (as  specified  by  the  applicant); 

"(C)  an  evaluation  by  the  applicant  of  the 
priority  given  any  proposed  project  for 
which  funds  are  sought  in  relation  to  any 
other  projects  for  which  funds  are  sought  by 
the  applicant  under  this  title,  and  a  similar 
evaluation  regarding  priorities  among  the 
components  of  any  single  proposed  project 
(as  described  by  the  applicant  pursuant  to 
subparagraph  (A)); 

"(D)  information  explaining  the  manner 
in  which  the  proposed  project  will  assist  the 
applicant  to  prepare  for  the  criticcU  finan- 
cial problems  that  all  institutions  of  higher 
education  urill  face  during  the  subsequent 
decade  as  a  result  of  declining  enrollment, 
and  other  problems; 

"(E)  a  detailed  budget  showing  the 
manner  in  which  funds  for  any  proposed 
project  would  be  spent  by  the  applicant;  and 

"(F)  a  detailed  description  of  any  activity 
which  involves  the  expenditure  of  more  than 
$25,000,  as  identified  in  the  budget  referred 
to  in  subparagraph  (E);  and 

"(8)  include  such  other  information  as  the 
Secretary  may  prescribe. 

"(c)  Priority  Criteria  Publication  Re- 
quired.—The  Secretary  shall  publish  in  the 
Federal  Register,  pursuant  to  chapter  5  of 
title  S,  United  States  Code,  all  policies  and 
procedures  required  to  exercise  the  authority 
set  forth  in  subsection  (a).  No  other  criteria, 
policies,  or  procedures  shall  apply. 

"(d)  Eligibility  Data.— The  Secretary  shall 
use  the  most  recent  and  relevant  data  con- 
cerning the  number  and  percentage  of  stu- 
dents receiving  need-based  assistance  under 
title  IV  of  this  Act  in  making  eligibility  de- 
terminations under  section  312  and  shall 
advance  the  base-year  forward  following 
each  annual  grant  cycle. 

"waiver  authority  and  reporting 
requirement 

"Sec.  352.  (a)  Waiver  Requirements;  Need- 
Based  Assistance  Students.— The  Secretary 
shall  waive  the  requirements  set  forth  in  sec- 
tion 312(b)(1)(A)  in  the  case  of  an  institu- 
tion— 

"(1)  which  is  extensively  subsidized  by  the 
State  in  which  it  is  located  and  charges  low 
or  no  tuition; 

"(2)  which  serves  a  substantial  number  of 
low-  and  middle-income  students  as  a  per- 
centage of  its  total  student  population; 

"(3)  which  is  contributing  substantially  to 
increasing  higher  education  opportunities 
for  educationally  disadvantaged,  underrep- 
resented.  or  minority  students,  who  are  low- 
income  individuals; 

"(4)  which  is  substantially  increasing 
higher  educational  opportunities  for  indi- 
viduals in  rural  or  other  isolated  areas 
which  are  unserved  by  postsecondary  insti- 
tutions; 

"(S)  located  on  or  near  an  Indian  reserva- 
tion or  a  substantial  population  of  Indians, 
if  the  Secretary  determines  that  the  waiver 
will  substantially  increase  higher  education 
opportunities  appropriate  to  the  needs  of 
American  Indians;  or 

"(6)  wherever  located,  if  the  Secretary  de- 
termines that  the  waiver  will  substantially 
increase  higher  education  opportunities  ap- 
propriate to  the  needs  of  Black  Americans, 
Hispanic  Americans,  Native  Americans, 
Asian  Americans,  or  Pacific  Islanders,  in- 
cluding Native  Hawaiians. 

"(b)  Waiver  Determinations;  Expendi- 
tures.—(1)  The  Secretary  may  waive  the  re- 
quirements set  forth  in  section  312(b)(1)(B) 


if  the  Secretary  determines,  based  on  persua- 
sive evidence  submitted  by  the  institution, 
that  the  institution's  failure  to  meet  that 
criterion  is  due  to  factors  which,  when  used 
in  the  determination  of  compliance  with 
such  criterion,  distort  such  determination, 
and  that  the  institution's  designation  as  an 
eligible  institution  under  part  A  is  otherwise 
consistent  with  the  purposes  of  such  parts. 

"(2)  The  Secretary  shall  submit  to  the  Con- 
gress every  other  year  a  report  concerning 
the  institutions  which,  although  not  satisfy- 
ing the  criterion  contained  in  section 
312(b)(1)(B),  have  been  determined  to  be  eli- 
gible institutions  under  part  A  institutions 
which  enroll  significant  numbers  of  Black 
American,  Hispanic,  Native  American, 
Asian  American,  or  Native  Hawaiian  stu- 
dents under  part  A,  as  the  case  may  be.  Such 
report  shall— 

"(A)  identify  the  factors  referred  to  in 
paragraph  (1)  which  were  considered  by  the 
Secretary  as  factors  that  distorted  the  deter- 
mination of  compliance  with  subparagraphs 
(A)  and  (B)  of  section  312(b)(li:  and 

"(B)  contain  a  list  of  each  institution  de- 
termined to  be  an  eligible  institution  under 
part  A  including  a  statement  of  the  reasons 
for  each  such  determination. 

"application  review  process 

"Sec.  353.  (a)  Review  Panel.— (1)  All  appli- 
cations submitted  under  this  title  by  institu- 
tions of  higher  education  shall  be  read  by  a 
panel  of  readers  composed  of  individuals  se- 
lected by  the  Secretary.  The  Secretary  shall 
assure  that  no  individual  assigned  under 
this  section  to  review  any  application  has 
any  conflict  of  interest  with  regard  to  the 
application  which  might  impair  the  impar- 
tiality with  which  the  individual  conducts 
the  review  under  this  section. 

"(2)  The  Secretary  shall  take  care  to  assure 
that  representatives  of  historically  and  pre- 
dominantly Black  colleges,  Hispanic  insti- 
tutions. Native  American  colleges  and  uni- 
versities, and  institutions  with  substantial 
numt>ers  of  Hispanics.  Native  Americans, 
Asian  Americans,  and  Native  American  Pa- 
cific Islanders  (including  Native  Hawai- 
ians) are  included  as  readers. 

"(3)  All  readers  selected  by  the  Secretary 
shall  receive  thorough  instruction  from  the 
Secretary  regarding  the  evaluation  process 
for  applications  submitted  under  this  title 
and  consistent  with  the  provisions  of  this 
title,  including— 

'  "(A)  explanations  and  examples  of  the 
types  of  activities  referred  to  in  section 
311(b)  that  should  receive  special  consider- 
ation for  grants  awarded  under  part  A  and 
of  the  types  of  activities  referred  to  in  sec- 
tion 323  that  should  receive  special  consid- 
eration for  grants  awarded  under  part  B; 

"(B)  an  enumeration  of  the  factors  to  be 
used  to  determine  the  quality  of  applica- 
tions submitted  under  this  title;  and 

"(C)  an  enumeration  of  the  factors  to  be 
used  to  determine  whether  a  grant  should  be 
awarded  for  a  project  under  this  title,  the 
amount  of  any  such  grant,  and  the  duration 
of  any  such  grant 

"(b)  Recommendations  of  Panel.— In 
awarding  grants  under  this  title  the  Secre- 
tary shall  take  into  consideration  the  recom- 
mendations of  the  panel  made  under  subsec- 
tion (a). 

"(c)  Notification.— Not  later  than  June  30 
of  each  year,  the  Secretary  shall  notify  each 
institution  of  higher  education  making  an 
application  under  this  title  of— 

"(1)  the  scores  given  the  applicant  by  the 
panel  pursuant  to  this  section; 


25220 


CONGRESSIONAL  RECORD— HOUSE 


September  22,  1986 


"(2J  the  recommendations  of  the  panel 
toith  respect  to  such  application;  and 

"(3)  the  reasons  for  the  decision  of  the  Sec- 
retary in  awarding  or  refusing  to  award  a 
grant  under  this  title,  and  any  modifica- 
tions, if  any,  in  the  recommendations  of  the 
panel  made  by  the  Secretary. 

"COOPERATIVE  ARRANOEMENTS 

"Sec.  3S4.  la)  General  AuTHORny.—The 
Secretary  may  make  grants  to  encourage  co- 
operative arrangements— 

"ID  with  funds  available  to  carry  out  part 

A,  between  institutions  eligible  for  assist- 
ance under  part  A  and  between  such  institu- 
tions and  institutions  not  receiving  assist- 
once  under  this  title;  or 

"(2)  with  funds  available  to  carry  out  part 

B,  between  institutions  eligible  for  assist- 
ance under  part  B  and  institutions  not  re- 
ceiving assistance  under  this  title; 

for  the  activities  described  in  section  3111b) 
or  section  323,  as  the  case  may  be,  so  that 
the  resources  of  the  cooperating  institutioTis 
might  be  combined  and  shared  to  achieve 
the  purposes  of  such  parts  and  avoid  costly 
duplicative  efforts  and  to  enhance  the  devel- 
opment of  part  A  and  part  B  eligible  institu- 
tions. 

"(b)  Priority.— The  Secretary  shaU  give 
priority  to  grants  for  the  purposes  described 
under  subsection  la)  whenever  the  Secretary 
determines  that  the  cooperative  arrange- 
ment is  geographically  and  economically 
sound  or  will  benefit  the  applicant  institu- 

tiOTL 

"(c)    Duration.— Grants    to    institutions 
having  a  cooperative  arrangement  may  be 
made  under  this  section  for  a  period  as  de- 
termined under  section  313  or  section  323. 
"special  payments  rules 

"Sec.  3SS.  la)  Historically  Black  College 
Payments  Rule.— Any  historically  Black  col- 
lege or  university  which,  prior  to  September 
30,  1S86,  received  a  grant  under  part  A  of 
this  title  as  in  effect  prior  to  such  date  and 
continues  to  receive  a  grant  under  such  part 
A  for  any  fiscal  year  beginning  after  Septem- 
ber 30,  1986,  and  ending  prior  to  October  1, 
1991,  shall  be  paid  from  amounts  appropri- 
ated to  carry  out  part  B  of  this  title. 

"(b)  Other  iNsnTunoNS  Special  Payment 
Rule.— Each  eligible  institution  other  than 
an  historically  Black  college  or  university 
which  received  a  grant  under  part  B  of  this 
.  title  as  in  effect  prior  to  such  date  and  con- 
tinues to  receive  a  grant  under  such  part  B 
for  any  fiscal  year  t>eginning  after  Septem- 
ber 30,  1986,  and  ending  prior  to  October  1, 
1991,  shall  be  paid  out  of  appropriations 
made  pursuant  to  part  A. 

"(c)  Special  Rule  for  Unobugated  Part  A 
AND  Part  B  Funds.— In  any  fiscal  year  in 
which  amounts  appropriated  pursuant  to 
part  A  or  part  B  for  this  title  are  available 
for  obligation  in  the  year  succeeding  the 
year  in  which  the  funds  were  appropriated, 
the  Secretary  shall  make  such  funds  avail- 
able for  grants  under  section  332,  relating  to 
the  endowment  challenge  grant  program,  for 
the  same  type  of  institution  for  which  the 
grants  would  have  been  made  had  the  funds 
been  paid  purstuint  to  such  part  A  or  part  B. 

"assistance  to  INSTITUTIONS  UNDER  OTHER 

programs 

"Sec.  3S6.  la)  Assistance  Eligibility.— 
Each  institution  which  the  Secretary  deter- 
mines to  be  an  institution  eligible  under 
part  A  or  an  institution  eligible  under  part 
B  shall  be  eligible  for  waivers  in  accordance 
unth  subsection  (b). 

"lb)  Waiver  Appucability.—ih  Subject  to, 
and  in  accordance  with,  regulations  pro- 
mulgated for  the  purpose  of  this  section,  in 


the  case  of  any  application  by  an  institu- 
tion referred  to  in  subsection  (a)  for  assist- 
ance under  any  programs  specified  in  para- 
graph (2),  the  Secretary  is  authorized,  if 
such  application  is  otherwise  ajtprovable,  to 
waive  any  requirement  for  a  non-Federal 
share  of  the  cost  of  the  program  or  project, 
or,  to  the  extent  not  inconsistent  with  other 
law,  to  give,  or  require  to  be  given,  priority 
consideration  of  the  application  in  relation 
to  applications  from  other  institutions. 

"(2)  The  provisions  of  this  section  shall 
apply  to  any  program  authorized  by  title  II, 
IV,  VII,  or  VIII  of  this  Act 

"(c)  Limitation.— The  Secretary  shall  not 
waive,  under  subsection  (b),  the  non-Federal 
share  requirement  for  any  program  for  ap- 
plications whicti,  if  approved,  would  require 
the  expenditure  of  more  than  10  percent  of 
the  appropriations  for  the  program  for  any 
fiscal  year. 

"UMITATtONS 

"Sec.  357.  The  funds  appropriated  under 
section  360  may  not  be  used— 

"(1)  for  a  school  or  department  of  divinity 
or  any  religious  worship  or  sectarian  activi- 
ty: 

"12)  for  an  activity  that  is  inconsistent 
with  a  State  plan  for  desegregation  of  higher 
education  applicable  to  such  institution; 

"13)  for  an  activity  that  is  inconsistent 
with  a  State  plan  of  higher  education  appli- 
cable to  such  institution;  or 

"14)  for  purposes  other  than  the  purposes 
set  forth  in  the  approved  application  under 
which  the  funds  were  made  available  to  the 
institution. 

"PENALTIES 

"Sec.  358.  Whoever,  being  an  officer,  direc- 
tor, agent  or  employee  of,  or  connected  in 
any  capacity  loith,  any  recipient  of  Federal 
financial  assistance  or  grant  pursuant  to 
this  title  embezzles,  willfully  misapplies, 
steals,  or  obtains  by  fraud  any  of  the  funds 
which  are  the  subject  of  such  grant  or  assist- 
ance, shall  be  fined  not  more  than  $10,000  or 
imprisoned  for  not  more  than  2  years,  or 
both. 

"CHALLENGE  GRANT  APPUCATtON  REQUIRED 

"Sec.  359.  The  Secretary  shall  not  make  a 
Challenge  Grant  to  any  grantee  institution 
under  section  313(a)(2)  or  under  part  B 
which  has  not  applied  for  funds  under  part 
C  and  complied  loith  section  332(a)(1)  of 
part  C  after  September  30,  1989. 

"AUTHORIZATIONS  OF  APPROPRIATIONS 

"Sec.  360.  la)  Authorizations.— (1)  There 
are  authorized  to  be  appropriated  to  carry 
out  part  A  $120,000,000  for  fUcal  year  1987, 
and  such  sums  as  may  be  necessary  for  the  4 
succeeding  fiscal  years. 

"(2)(A)  There  are  authorized  to  be  appro- 
priated to  carry  out  part  B  (other  than  sec- 
tion 326)  $100,000,000  for  fiscal  year  1987, 
and  such  sums  as  may  be  necessary  for  the  4 
succeeding  fiscal  years. 

"(B)  There  are  authorized  to  be  appropri- 
ated to  carry  out  section  326  $5,000,000  for 
fiscal  year  1987,  and  such  sums  as  may  be 
necessary  for  the  4  succeeding  fiscal  years. 

"(3)  There  are  authorized  to  be  appropri- 
ated to  carry  out  part  C  $20,000,000  for 
fiscal  year  1987,  and  such  sums  as  may  be 
necessary  for  the  4  succeeding  fiscal  years. 

"(4)  Funds  appropriated  for  part  C  shall 
remain  available  until  expended. 

"(b)  Use  of  Multiple  Year  Awards.— In 
the  event  of  a  multiple  year  award  to  any 
institution  under  this  title,  the  Secretary 
shall  make  funds  available  for  such  award 
from  funds  appropriated  for  this  title  for  the 
fiscal  year  in  which  such  funds  are  to  be 
used  by  the  recipient 


"(c)  Reservations.— If  the  amount  appro- 
priated under  subsection  (a)(1)  for  part  A 
for  any  fiscal  year  beginning  after  Septem- 
ber 30,  1986,  equals  or  exceeds  the  amount 
appropriated  for  such  part  for  fiscal  year 
1986— 

"(1)  the  Secretary  shall,  for  such  fiscal 
year,  make  available  for  use  for  the  purposes 
of  part  A  to  institutions  that  are  junior  or 
community  colleges  not  less  than 
$51,400,000;  and 

"(2)  the  Secretary  shall,  for  such  fiscal 
year— 

"(A)  allocate  25  percent  of  the  excess 
(above  the  amount  appropriated  for  part  A 
for  fiscal  year  1986)  among  eligible  institu- 
tions toith  the  highest  percentages  of  stu- 
dents who  are  Black  Americans,  Hispanic 
Americans,  Native  Americans,  Asian  Ameri- 
cans, Native  Hawaiidns,  or  Pacific  Island- 
ers, or  any  combination  thereof;  and 

"(B)  allocate  75  percent  of  such  excess 
among  other  eligible  institutions. 

"(d)  Ratable  Reduction  in  Fiscal  Years  in 
Which  Amounts  Appropriated  Are  Insuffi- 
cient.—In  any  fiscal  year  in  which  the  sums 
appropriated  for  part  A  are  insufficient  to 
make  the  reservations  required  by  subsec- 
tion (c)  of  this  section,  the  Secretary  shall 
ratably  reduce  the  amount  of  the  reserva- 
tion. ". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  take  effect  July 
1,  1987. 

TITLE  IV— STUDENT  ASSISTANCE 
SEC.  491.  STVDE.VTS  GRA.STS  Rt AUTHORIZED. 

(a)  Amendment.— Part  A  of  title  IV  of  the 
Act  (20  U.S.C.  1070  et  seq.)  is  amended  to 
read  as  follows: 

"TITLE  IV— STUDENT  ASSISTANCE 
"Part  A— Grants  to  Students  in  Attendance 

AT  iNSTmmoNs  OF  Higher  Education 

"statement  of  purpose;  program 
authorization 

"Sec.  401.  (a)  Purpose.— It  is  the  purpose 
of  this  part,  to  assist  in  making  available 
the  benefits  of  postsecondary  education  to 
eligible  students  (defined  in  accordance 
with  section  484)  in  institutioTis  of  higher 
education  by— 

"(1)  providing  basic  educational  opportu- 
nity grants  to  all  eligible  students; 

"(2)  providing  supplemental  educational 
opportunity  grants  to  those  students  who 
demonstrate  financial  need; 

"13)  providing  for  payments  to  the  States 
to  assist  them  in  making  financial  aid 
available  to  such  students; 

"I4>  providing  for  special  programs  and 
projects  designed  lA)  to  identify  and  encour- 
age qualified  youths  urith  financial  or  cul- 
tural need  with  a  potential  for  postsecond- 
ary education,  IB)  to  prepare  students  from 
low-income  families  for  postsecondary  edu- 
cation, and  IC)  to  provide  remedial  linclud- 
ing  remedial  language  study)  and  other 
senrices  to  students;  and 

"IS)  providing  assistance  to  institutions 
of  higher  education. 

"lb)  Secretary  Required  To  Carry  Out 
Purposes.— The  Secretary  shall,  in  accord- 
ance with  subparts  1  through  8,  carry  out 
programs  to  achieve  the  purposes  of  this 
part 

"Subpart  1— Basic  Educational 
Opportunity  Grants 

"basic  educational  opportunity  grants: 
amount  and  determinations;  applications 

"Sec.  411.  la)  Program  Authority  and 
Method  of  Distribution.— ID  The  Secretary 
shall,  during  the  period  beginning  July  1, 
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1972.  and  ending  September  30,  1992.  pay  to 
each  eligible  institution  such  sums  as  may 
be  necessary  to  pay  to  each  eligible  student 
/defined  in  accordance  with  section  484)  for 
each  academic  year  during  which  that  stu- 
dent is  in  attendance  at  an  institution  of 
higher  education,  as  an  undergraduate,  a 
basic  grant  in  the  amount  for  which  that 
student  is  eligible,  as  determined  pursuant 
to  paragraph  <2).  Not  less  than  85  percent  of 
such  sums  shall  be  advanced  to  eligible  in- 
stitutions prior  to  the  start  of  each  payment 
period  and  shall  be  based  upon  an  amount 
requested  by  the  institution  as  needed  to  pay 
eligible  students. 

"(2)  Nothing  in  this  section  shall  be  inter- 
preted to  prohibit  the  Secretary  from  paying 
directly  to  students,  in  advance  of  the  begin- 
ning of  the  academic  term,  an  amount  for 
which  they  are  eligible,  in  cases  where  the  el- 
igible institution  elects  not  to  participate  in 
the  disbursement  system  required  by  para- 
graph (1). 

"(3)  Basic  grants  made  under  this  subpart 
shall  be  known  as  Pell  Grants'. 

"(b)  Purpose  and  Amount  of  Grants.— fJ) 
The  purpose  of  this  subpart  is  to  provide  a 
frostc  grant  that  (A)  as  determined  under 
paragraph  (2),  will  meet  60  percent  of  a  stu- 
dent's cost  of  attendance  (as  defined  in  sec- 
tion 411F):  and  (B)  in  combination  with 
reasonable  parental  or  independent  student 
contribution  and  supplemented  by  the  pro- 
grams authorized  under  subparts  2  and  3  of 
ihis  part,  will  meet  75  percent  of  a  student's 
cost  of  attendance  (as  defined  in  section 
472),  unless  the  institution  determines  that 
a  greater  amount  of  assistance  would  better 
serve  the  purposes  of  section  401. 

••(2)(A)  The  amount  of  the  basic  grant  for 
a  student  eligible  under  this  part  shall  be— 
"(i)  1 2,300  for  academic  year  1987-1988, 
"(ii)  $2,500  for  academic  year  1988-1989, 
"(Hi)  $2,700  for  academic  year  1989-1990, 
"(iv)  $2,900  for  academic  year  1990-1991, 
and 
"(V)  $3,100  for  academic  year  1991-1992, 

less  an  amount  equal  to  the  amount  deter- 
mined to  be  the  expected  family  contribu- 
tion with  respect  to  that  student  for  that 
year. 

"(B)  In  any  case  where  a  student  attends 
an  institution  of  higher  education  on  less 
than  a  full-time  basis  during  any  academic 
year,  the  amount  of  the  basic  grant  to  which 
that  student  is  entitled  shall  be  reduced  in 
proportion  to  the  degree  to  which  that  stu- 
dent is  not  so  attending  on  a  full-time  basis, 
in  accordance  with  a  schedule  of  reductions 
establUhed  by  the  Secretary  for  the  purposes 
of  this  division.  Such  schedule  of  reductions 
shall  be  established  by  regulation  and  pub- 
lished in  the  Federal  Register  in  accordance 
with  section  482  of  this  Act 

"(3)  The  amount  of  a  basic  grant  to  which 
a  student  is  entitled  under  this  subpart  for 
any  academic  year  shall  not  exceed  60  per- 
cent of  the  cost  of  attendance  (as  defined  in 
section  411F)  at  the  institution  at  which  the 
student  is  in  attendance  for  that  year. 

"(4)  No  basic  grant  under  this  subpart 
shall  exceed  the  difference  between  the  ex- 
pected family  contribution  for  a  student 
and  the  cost  of  attendance  (as  defined  in 
section  411F)  at  the  institution  at  which 
that  student  is  in  attendance.  If  with  respect 
to  any  student,  it  is  determined  that  the 
amount  of  a  basic  grant  plus  the  amount  of 
the  expected  family  contribution  for  that 
student  exceeds  the  cost  of  attendance  for 
that  year,  the  amount  of  the  basic  grant 
shall  be  reduced  until  the  combination  of  ex- 
pected family  contribution  and  the  amount 
of  the  basic  grant  does  not  exceed  the  cost  of 
attendance  at  such  institution. 


"(5)  No  basic  grant  shall  be  awarded  to  a 
student  under  this  subpart  if  the  amount  of 
that  grant  for  that  student  as  determined 
under  this  subsection  for  any  academic  year 
is  less  than  $200. 

"(6)  No  basic  grant  shall  be  awarded 
under  this  subpart  to  any  student  who  is  at- 
tending on  a  less  than  half-time  basts— 

"(A)  from  funds  appropriated  for  fiscal 
years  before  fiscal  year  1989; 

"(B)  from  funds  appropriated  for  fiscal 
year  1989  or  1090,  unless  the  expected  family 
contribution  for  such  student  is  less  than  or 
equal  to  zero;  or 

"(C)  from  funds  appropriated  for  fiscal 
year  1991,  unless  the  expected  family  contri- 
bution for  such  student  is  less  than  or  equal 
to  $200. 

"(7)  No  basic  grant  shall  be  awarded 
under  this  subpart  from  funds  appropriated 
for  fiscal  year  1989  to  students  who  are  at- 
tending on  a  less  than  half-time  basis  if 
awarding  basic  grants  to  such  students 
would  cause  basic  grants  to  other  students 
to  be  reduced  pursuant  to  subsection  (g). 
The  provisions  of  this  paragraph  may  not  be 
waived  unless  enacted  in  express  limitation 
of  this  paragraph. 

"(c)  Period  of  Eligibility  for  Grants.— 
(1)  The  period  during  which  a  stv.dent  may 
receive  basic  grants  shall  be  the  period  re- 
quired for  the  completion  of  the  first  under- 
graduate baccalaureate  course  of  study 
l>eing  pursued  by  that  student  at  the  institu- 
tion at  which  the  student  is  in  attendance 
except  that— 

"(A)  such  period  may  not  exceed  the  full- 
time  equivalent  of— 

"(i)  5  academic  years  in  the  case  of  an  un- 
dergraduate degree  or  certificate  program 
normally  requiring  4  years  or  less; 

"(ii)  6  academic  years  in  the  case  of  an 
undergraduate  degree  or  certificate  program 
normally  requiring  more  than  4  years; 

"(B)  any  period  during  which  the  student 
is  enrolled  in  a  noncredit  or  remedial  course 
of  study  as  defined  in  paragraph  (2)  shall 
not  be  counted  for  the  purpose  of  subpara- 
graph (A);  and 

"(C)  an  institution  of  higher  education  at 
which  the  student  is  in  attendance  may 
waive  subparagraph  (A)  for  undue  hardship 
based  on— 
"(i)  the  death  of  a  relative  of  the  student: 
"(ii)  the  personal  injury  or  illness  of  the 
student;  or 

"(Hi)  special  circumstances  as  determined 
by  the  institution. 

"(2)  Nothing  in  this  section  shall  exclude 
from  eli0bility  courses  of  study  which  are 
noncredit  or  remedial  in  nature  (including 
courses  in  English  language  instruction) 
which  are  determined  by  the  institution  to 
be  necessary  to  help  the  student  be  prepared 
for  the  pursuit  of  a  first  undergraduate  bac- 
calaureate degree  or  certificate  or.  in  the 
case  of  courses  in  English  language  instruc- 
tion, to  be  necessary  to  enable  the  student  to 
utilize  already  existing  knowledge,  training, 
or  skills. 

"(3)  No  student  is  entitled  to  receive  Pell 
Grant  payments  concurrently  from  more 
than  one  institution  or  from  the  Secretary 
and  an  institution. 

"(d)  Applications  for  Grants.— (1)  The 
Secretary  shall  from  time  to  time  set  dates 
by  which  students  shall  file  applications  for 
basic  grants  under  this  subpart 

"(2)  Each  student  desiring  a  basic  grant 
for  any  year  shall  file  an  application  there- 
for containing  such  information  and  assur- 
ances as  the  Secretary  may  deem  necessary 
to  enable  the  Secretary  to  carry  out  the  func- 
tions and  resiionsibilities  of  this  subpart 


"(e)  Distribution  of  Grants  to  Stu- 
dents.— Payments  under  this  section  shall  tte 
made  in  accordance  with  regulations  pro- 
mulgated try  the  Secretary  for  such  purpose, 
in  such  manner  as  will  best  accomplish  the 
purpose  of  this  section.  Any  disbursement 
allowed  to  be  made  by  crediting  the  stu- 
dent's account  shall  be  limited  to  tuition 
and  fees  and,  in  the  case  of  institutionally 
owned  housing,  room  and  board.  The  stu- 
dent may  elect  to  have  the  institution  pro- 
vide other  such  goods  and  services  by  credit- 
ing the  student's  account 

"(f)  Calculation  of  EuaiBiury.-d)  Each 
contractor  processing  applications  for 
awards  under  this  subpart  (including  a  cen- 
tral processor,  if  any,  designated  by  the  Sec- 
retary) shall  in  a  timely  manner,  furnish  to 
the  student  financial  aid  administrator  (at 
each  institution  of  higher  education  which  a 
student  awarded  a  basic  grant  under  this 
subpart  is  attending)  an  estimate  of  the  eli- 
gibility index  for  each  such  student  Each 
such  student  financial  aid  administrator 
shall- 

"(A)  examine  and  assess  the  data  used  to 
calculate  the  eligibility  index  of  the  student 
furnished  pursuant  to  this  subsection; 

"(Bl  recalculate  the  eligibility  index  of  the 
student  if  there  has  been  a  change  in  cir- 
cumstances of  the  student  or  in  the  data 
submitted; 

"(C)  make  the  award  to  the  student  in  the 
correct  amount'  and 

"(D)  after  making  such  award  report  the 
corrected  data  to  such  contractor  and  to  a 
central  processor  (if  any)  designated  by  the 
Secretary  for  a  confirmation  of  the  correct 
computation  of  amount  of  the  eligibility 
index  for  each  such  student 

"(2)  Whenever  a  student  receives  an 
award  under  this  subpart  that  due  to  recal-, 
culation  errors  by  the  institution  of  higher 
education,  is  in  excess  of  the  amount  which 
the  student  is  entitled  to  receive  under  this 
subpart  such  institution  of  higher  educa- 
tion shall  pay  to  the  Secretary  the  amount  of 
such  excess  unless  such  excess  can  be  re- 
solved in  a  subsequent  disbursement  to  the' 
institution. 

"(3)  Each  contractor  processing  applica- 
tions for  awards  under  this  subpart  shall  for 
each  academic  year  after  academic  year 
1986-1987  prepare  and  submit  a  report  to 
the  Secretary  on  the  correctness  of  the  com- 
putations of  amount  of  the  eligibility  index, 
and  on  the  accuracy  of  the  questions  on  the 
application  form  under  this  subpart  for  the 
previous  academic  year  for  which  the  con- 
tractor is  responsible.  The  Secretary  shall 
transmit  the  report  together  with  the  com- 
ments and  recommendations  of  the  Secre- 
tary, to  the  Committee  on  Appropriations 
and  the  Committee  on  Labor  and  Human 
Resources  of  the  Senate  and  the  Committee 
on  Appropriations  and  the  Committee  on 
Education  and  Labor  of  the  House  of  Repre- 
sentatives. 

"(g)  Adjustments  for  Insufficient  Appro- 
priations.—(1/  If  for  any  fiscal  year,  the 
funds  appropriated  for  payments  under  this 
subpart  are  insufficient  to  satisfy  fully  all 
entitlements,  as  calculated  under  subsection 
(b),  the  amount  paid  with  respect  to  each  en- 
titlement shall  be— 

"(A)  the  full  amount  for  any  student  whose 
expected  family  contribution  is  $200  or  less, 
or 

"(B)  a  percentage  of  that  entitlement  as 
determined  in  accordance  with  a  schedule  of 
reductions  established  by  the  Secretary  for 
this  purpose,  for  any  student  whose  expected 
family  contribution  is  more  than  $200. 
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<2>Any  schedule  astabhahed  bv  the  Seen-  -(Hi  the  tuUxon  paid  (i)  in  the  case  of  a  Cnvfin^.^H 

tanj/oT  the  purpose  o/ paragraph  HI  of  this  dependent  student,  bv  the  students  parents  ^oniinuea 

subsection  shall  contain  a  single  linear  re-  for  dependent  children,  other  than  the  stu- 

duction  formula  m  which  the  percentage  re-  dent,  who  are  enrolled  in  an  elementanj  or  // parents  slate  or              '*"''„fc"ome'i'°"" 

duction  increases  umfonnlv  as  the  entitle-  secondarv  school.  (iU  in  the  case  of  an  inde-  t/rnton,  of  rc°,dcncc        'ncomejs- 

ment  decreases,  and  shall  provide  that  if  an  pendent  student,  by  the  student  or  the  stu-  "~                      less  than       tis.ooo  or 

entitlement  is  reduced  to  less  than  SIOO.  no  dents  spouse  for  dependent  children   who  ^'^■'""'           """'^ 

payment  shall  be  made.  are  so  enrolled 

'Ih)  Use  of  E.me.s.s  Fvivox  —dJ  If   at  the  ..^  Amcncan  Samoa.  Guam, 

end  Of  a  fiscal  year,  the  funds  aJiable  for  '"'""""'  "'"'^ZT  ''""  "'"'""'"'  ^^Tust  r!^^ 

making  payments  under  this  subpart  exceed  ..„..       .,,„    ,    '^     '                                            Virgm  islands i                   3 

the  amount  necessary  to  make  the  payments  .      '   '   ^^'^    (a)  Computation  of  Student  Florida.   South    Dakota. 

required  under  this  subpart  to  eligible  stu-  ^'" J '"\^'<-^f'or  each  dependent  student,  the  sInnrDakoin''wnZ\':^-                  *                    ^ 

dents  by  IS  percent  or  less,  then  all  of  the  *'"^,''"'  «?''  ""'"  ''  '''"""  '»  "''•  ^i""  "Z"  Ton          "'"■  "^°''""'-                    e                    s 

excess    funds    shall     remain     available    for  "      ""'      <^ontnbutwn      from      parents'  Alabama.     Amona.     Ar- 

making  payments  under  this  subpart  during  """O"""  ""^  assets,   determined   in   accord-  kausas.   Indiana.   Mis- 

the  next  succeeding  fiscal  year.  ancewilh  subsectioybl  --X«a.  Sr"'Ham7 

■12/  If   at  the  end  of  a   fiscal   year,   the  ''  '"''  contribution  from  studeiU  s  land  shirr.  Oklahoma.  West 

funds  available  for  making  payments  under  ^Pouses)  income,  determined  in  accordance  ,, 'f"'^""' — ;; 7                   6 

this  subpart  exceed  the  amount  necessary  to  "'"'  '>^'>^cction  ihi:  and  GeZr^a             mlnoVs 

make  the  payments  required  under  this  sub-  '3>  the  contribution  from  student's  land        Kansas.  Kentuckv '...                  g                    7 

part  to  eligible  students  by   more  than    15  sPO"sr's/  assets,   determined  in  accordance  '^'"/y""''"-        Delaware. 

percent,  then  all  of  such  funds  shall  remain  with  subsection  ill  jj'^«/;^-  '^^^hna'^ohw 

available  for   making   such    payments    but  '"'  "'"^rmni'TioN  From  PARFNT.-i'  Income  Pennsvlvama.      Souili 

payments    may   be   made    under  this   para-  ^^'^  Assets. -The  parents' contribution  from  Carolina.     Utah.     Ver- 

graph  only  with  respect  to  entitlements  for  'ncome  and  assets  is  equal  to  the  amount  de-  callada  JWcxito"^"""''                    a 

that  fiscal  year.  termmed  by  Maine.  Nev  Jersev'.'.Z.'.'.'.'.Z               10                   9 

'ii>    NoNcoNTRACTOR    STATUS   OF   Institu-  "'^'  Computing  the  standard  contribution  Distnci     of    Columbia. 

Tto.v.^.-Any  institution  of  higher  education  f^^m  parents'  income,  determined  in  accord-  MVL''a'chuseit^''or'e%on 

which   enters    into   an    agreement    with    the  ancc  uith  subsection 'c/:                                            Rhode  island.'. u                  jO 

Secretary  to  disburse  to  students  attending  "'2)  adding  the  contribution  from  parents'  Michigan.  Minnesota 12                  n 

that  institution  the  amounts  those  students  aiisets.  determined  in  accordance  with  sub-  NewVork m                  '^ 

are  eligible  to   receive   under  this  subpart  section  ig>:  and                                   _                    '^ 

shall  not  t>e  deemed,  by  virtue  of  such  agree-  "'3>  dividing  the  resultant  amount  by  the 

menl.  a  contractor  maintaining  a  system  of  number  of  family  members  who  will  be  at-  "'e>  Total  Offsets  Against  Income.— Total 

records  to  accomplish  a  function  of  the  Sec-  tending,  on  at  least  a  half-time  basis,  a  pro-  offsets  against  income  are  determined  by  de- 

retary.  gram  of  postsecondary  education  during  the  ducting— 

FAMILY  CONTRIBUTION  SCHEDULE  award  period  for  which  aid  under  this  sub-  "<1)  a  family  size  offset  as  determined  by 

FOR  PELL  GRANTS:  DATA  ELEMENTS  P"'"'  "  requested.  the  following  table: 

"Sec.  411A.  <ai  General  Rule  FOR  Deter-  -'c'   Standard    Contrwiition   From   Par-  '             "Family  Size  Offsets 

MiNATioN    OF    EXPECTED    FAMILY    CoNTRitiu-  f^''''     '■''<''^'"'-The   Standard    contribution  f<„„„„  „,„,„,„                ^„„„„, 

tion.-IV    The    expected    family    contribu-  f''0'\P<^rents    income  is  deermined  by  cat-      , .'"..™',™                 ^j™;/;" 

tion-  culattng  the  effective  family  income  in  ac-     3                            g  '/gg 

'A)  for  a  dependent  student  shall  be  deter-  'jO''^<'nce  with  subsection  Id):  by  deducting  jZZZZZZZZZ"".    io.400 

mined  m  accordance  with  section  411B.  '"*■  '°'°'  offsets  against  income,   as  deter-     5 12,300 

■iBi  for  an  independent  student  with  de-  '"'"*'<*   '"   accordance   with   subsection   lei:     «• 13.800 

pendents  other  than  a  spouse  shall  be  deter-  "nd  by  assessing  the  results  in  accordance     Tonnore 13.SOO    plus    si.SOO    for 

mined  m  accordance  with  section  41 IC.  and  ""''''  subsection  if).  each  member  over  6 

■10  for  a  single  independent  student  or  a  "'^'  Determination  of  Effective  Family  "121  an   offset  for  unusual  medical  and 

married  independent  student  without  ether  Income.— The    effective    family    income    is  dental  expenses: 

dependents  shall  be  determined  in  accord-  equal  to—  -13)  an  offset  for  employment  expenses; 

ance  with  section  41  ID.  "i  1  /  the  sum  of—  and 

■I2J  The  following  data  elements  are  con-  "'A>  the  adjusted  gross  income  of  the  par-  "14)  an  offset  for  unreimbursed  elementary 

sidered  in  determining  the  expected  family  cuts  as   reported   to   the  Internal  Revenue  and  secondary  school  tuition  and  fees, 

contribution:  Senice  for  the  year  immediately  preceding  "if)    Assessment    of    Effective     Family 

"I A)  the  effective  income  of  li)  the  student  the  award  year,  and  income  earned  from  Income.— UJ  If  the  effective  family  income 
and  the  student's  spouse:  and  lit)  the  stu-  work  but  not  reported  on  a  Federal  income  las  determined  under  subsection  Id))  minus 
dent's  parents,  in  the  case  of  a  dependent  tax  return:  and  the  total  offsets  las  determined  under  sub- 
student:  "IB)  the  total  annual  amount  of  untaxed  section  le))  is  a  negative  amount  the  stand- 

"IB/  the  number  of  family  members  in  the  income  and  benefits,  received  by  the  parents  ard  contribution  from  the  parents'  income 

household:  in    the    year    immediately    preceding    the  is  zero 

•'Cit>Y  number  of  family  members  in  the  award  year:  minus  -12)  If  such  effective  family  income  is  a 

household  who  are  enrolled,  on  at  least  a  "12)  the  sum  of-  positive  amount,  the  standard  contribution 

half-time  basis,  in  a  program  of  poslsecond-  "lA)  the  amount  of  United  States  income  from  effective  family  income  is  determined 

"'^/n,  fj?''""''  ,       ,  ,  .  .u      ,.     ,       .  -u  iax  paid  or  payable  by  the  parents  in  the  tax  in  accordance  with  the  following  chart: 

ID)  the  assets  of  li)  the  student  and  the  year  preceding  the  award  year:  and 

student's  spouse,  and  Hi)  the  student  s  par-  -iB)    an    allowance  for  State   and    other  '^ff'''^^"'' f'^"^*ty  income    Expected  contribution 

ents.  in  the  case  of  a  dependent  student:  taxes,  as  determined  by  multiplying  the  par-     *"  '°  **'""' "°''  °'  '"^'^^'"  -^"""^'v 

"IE)  the  mantal  status  of  the  student:  ents'   total    income    las   determined    under  ss  001  to  sio  000                S550°""'plus      w-      of 

J  J,  ^%"""^"'''  '"'■'''^«'<'^P^n«''so/''^  paragraph  1 1 ))  by  a  percentage  determined     ''■""""""''""> ^'!moun,  over  Js  000 

the  students  parents,  m  the  case  of  a  de-  according  to  the  following  table:                          Sto.ooi  tosis.ooo si.200     plus     1!%     of 

pendent  student,  or  III)  the  student  and  the  ..„          ,          ^     ^           ,,          ,„,   .         ^  amount  o,Zr  tin  nni, 

student's  spouse,  in  the  case  of  an  independ-  '^'^'''"'"^^o'^£;?.rCuXf  ^'°'' ""''      sis.ooi  and  above ,z;Z""'p°,'r"5r  0/ 

ent  student:  ^'"'^'^  '  <«  ^"O"  ""^e  arnouni  over  $15,000. 

-IG)  the  additional  expenses  incurred  lU  ■■,g,       Contribution       From       Parents' 

in  the  case  of  a  dependent  studen.   when     AssEi^.-The    standard    contribution    from 

both  parents  of  the  student  are  employed  or  — ,.  ,  ,  ,  parents'  asseU  is  determined  in  accordance 

ichen  the  family  IS  headed  by  a  single  parent  ,f  parents' state  or             ^""i^comVil"""'  "'^"»  paragraphs  UJ  through  17): 

who  IS  employed,  or  In)  m  the  case  of  an  in-  ^/inTA/ 0/  fesideZe "^S°^'-!^ -11,  if  the  parental  assets  include  a  princi- 

dependent  studenL   when  both  the  student  is-                     '^.VilT      Sis.oooor  pal  place  of  residence,  deduct  $30,000  from 

and  the  student  s  spouse  are  empoyed  or  ^15000 '"or.  ,^^  „^^  ^.^^^^  ^^  ,^^  principal  place  ofresi- 

when  the  employed  student  qualifies  as  a  dence.  If  the  subtraction  required  by  the  pre- 

surviving  spouse  or  as  a  head  of  a  household  then  the  percentage  is-  ^^^^^^  sentence  of  this  paragraph  produces 

under  section    2  of  the   Internal   Revenue  ^,^^^  p„^,,„  «,^„   ^^,  a  negative  number,  the  amount  determined 

i.oae  oj  ini)9.  ana                                                      oming 3                   2  under  this  paragraph  shall  be  zero. 


UMI 
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i 

parent's 
ncome  is 

total 

an        S15.000 . 
00             more 

or 
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10 

12 

11 

13 

12 

14 

13 

f NCOME. - 

-Total 

ermined  by  de- 

determined  by 

lent  expenses; 


'121  If  the  parental  assets  include  assets 
other  than  a  principal  place  of  residence 
and  other  than  farm  and  business  assets, 
deduct  $25,000  from  the  net  value  of  those 
other  assets.  If  the  subtraction  required  by 
the  preceding  sentence  of  this  paragraph 
produces  a  negatii'e  number,  the  amount  de- 
termined under  this  paragraph  shall  be  zero. 
■13/  If  the  parental  assets  include  farm  or 
business  assets,  or  both,  deduct  $80,000  in 
the  case  of  business  assets  or  $100,000  in  the 
case  of  farm  assets  from  the  net  value  of  the 
farm  or  business  assets,  or  both.  If  the  sub- 
traction required  by  the  preceding  sentence 
of  this  paragraph  produces  a  negative 
number,  the  amount  determined  under  this 
paragraph  shall  be  zero. 

■14)  If  the  sum  of  the  farm  and  bxisiness 
deduction  and  the  deductions  in  paragraphs 
(1)  and  <2l  exceeds  $110,000  in  the  case  of 
business  deductions  or  $130,000  in  the  case 
of  farm  deductions,  the  farm  and  business 
deduction  shall  be  reduced  by  the  amount 
that  that  sum  exceeds  $110,000,  or  $130,000, 
as  the  case  may  be. 

■■<5)<AI  The  expected  contribution  from  pa- 
rental assets  equals  5  percent  of  the  total  of 
the  amounts  obtained  under  paragraphs  (II. 
(2J.  and  (3). 

■(B)  If  the  calculation  of  effective  family 
income  required  by  subsection  (d)  produces 
a  negative  number,  the  expected  contribu- 
tion from  parental  assets,  calculated  under 
this  paragraph,  shall  be  reduced  by  the 
c mount  of  that  negative  effective  family 
income.  If  the  subtraction  required  by  the 
preceding  sentence  of  this  subparagraph 
produces  a  negative  numl>er,  the  amount  de- 
termined under  this  subparagraph  shall  be 
zero. 

•■(6)1  A)  If  the  student's  parents  are  sepa- 
rated, or  divorced  and  not  remarried,  only 
the  assets  of  the  parent  whose  income  is  in- 
cluded in  computing  annual  adjusted  family 
income  shall  be  co'nsidered. 

"(B)  If  that  parent  has  remarried,  or  if  the 
parent  was  a  widow  or  widower  who  has  re- 
married, and  the  parent's  spouse's  income 
also  is  included  in  computing  effective 
family  income,  the  assets  of  that  parent's 
spouse  shall  also  be  included. 

■•(7)  The  Secretary  shall  promulgate  spe- 
cial regulations  to  permit  in  the  computa- 
tion of  family  contributions  for  the  pro- 
grams under  this  subpart  for  any  academic 
year,  the  excltision  from  family  income  of 
any  proceeds  of  a  sale  of  farm  or  business 
assets  of  that  family  if  such  sale  results  from 
a  voluntary  or  involuntary  foreclosure,  for- 
feiture, liquidation,  or  bankruptcy. 

■•(h)  Contribution  From  Student's  (and 
Spouse's)  Income.— The  contribution  from 
student's  (and  spouse's)  income  is  deter- 
mined by  calculating  the  student's  (and 
spouse's)  effective  income,  as  determined  in 
accordance  with  subsection  (i),  by  deducting 
the  total  offsets  against  income,  as  deter- 
mined in  accordance  with  subsection  (j), 
and  by  assessing  the  results  in  accordance 
with  subsection  (k). 

'•(i)    Determination    of    Student's    (and 
Spouse's)  Effective  Income.— The  effective 
income  of  the  student  (and  spouse)  is  equal 
to- 
••(1)  the  sum  of— 

•■(A)  the  adjusted  gross  income  of  the  stu- 
dent (and  spouse)  as  reported  to  the  Internal 
Revenue  Service  for  the  year  immediately 
preceding  the  award  year,  or  income  earned 
from  work  other  than  amounts  earned  under 
part  C  of  this  title,  but  not  reported  on  a 
Federal  income  tax  return;  and 

••(B)  the  total  annual  amount  of  untaxed 
income  and  benefits  received  by  the  student 


(and  spouse)  in  the  year  immediately  pre-  expected  to  be  received  during  the  award 

ceding  the  award  year:  minus  period;  minus 

••(2)  the  amount  of  United  States  income  -(2)  the  sum  of— 

tax  paid  or  payable  by  the  student   (and  -(A)  the  amount  of  United  States  income 

spouse)  in  the  tax  year  preceding  the  award  lax  paid  or  payable  by  the  student   (and 

year  spouse)  in  the  tax  year  preceding  the  award 

••(j)  Total  Offsets  Against  Student's  (and  year:  and 

Spouse's)  iNcoME.-Total  offsets  against  stu-  -(B)  an  allowance  for  State  and  other 

dent's  (and  spouse's)  income  are  determined  taxes  as  determined  by  multiplying  the  stu- 

by  deducting—  dent's  (and  spouse's)  total  income  (as  deter- 

••(1)  a  dependent  student  offset  of  $3,500.  mined  under  paragraph  (D)  by  a  percentage 

or  $5,100  in  the  case  of  a  dependent  student  determined  according  to  the  following  table; 
with  a  spouse:  and 

••(2)  if  the  parental  effective  family  income 
(as  determined  under  subsection   (f))  is  a  ■PERCENTAGES  FOR  COMPUTATION  OF 
negative  amount,    the  amount,   if  any,   by  STATE  AND  OTHER  TAX  ALLOWANCE 
which    the    result    of  the   subtraction    per- 
formed under  subsection  (g)(5)  is  less  than     

zero.  And  student's 'and 

••(k)     Assessment     of     Student's      (and  i/ student's  State  or         spouse's/ total  income 

Spouse's)    Income.— If   the    student's    (and        territory  of  residence       !f 

spouse's)   effective   income   (as   determined  "~                     less  than       sis.eooor 

under  subsection  (i))  minus  the  total  offsets     Sis.ooo more 

(as  determined   under  subsection   (j/)  is  a 

negative  amount,  the  contribution  from  stu-  t/icn  the  percentage  is- 

dent  income  is  zero.  If  the  student's  (and  ^,^^.^.^  Puerto  Rico  Wv- 

spouse's)    effective    income    is    a    positive       oming 3  2 

amount,  multiply  it  by  75  percent  to  deter-  American  Samoa.  Guam, 

mine     the     contribution     from     student's  ^"i'^^rrusf  Tei^fom 

income.  Virgin  islands 4  3 

•■(I)  Determination  of  Contribution  From  Florida,   south   Dakota. 

Student's  (and  Spouse's)  AssETS.-The  con-  ^^Z^Dakota'wasZng--                '                 * 

tribution  from  the  student's  (and  spouse  s)        ton 6  5 

assets  is  determined  by  calculating  the  net  Alabama.    Amona.    Ar- 

assets  of  the  student  (and  spouse)  and  multi-  J°^f°»,  '""""mssZn. 

plying  the  amount  by  33  percent.  Montana.  Neu-  Hamp- 

••eligibility  determination  for  independent  ^hirc.   Oklahoma.    West 

Virginia  7  o 

STUDENTS    WITH   DEPENDENTS   OTHER    THAN   A  Colorado.       Connecticut. 

SPOUSE  Georgia.             Illinois. 

•Sec.  411C.  (a)  Computation  of  Student  cahf'om\a'^'"^Deil'itare''                *                  ' 

Aid  Index.— For  independent  students  with  Idaho.  Iowa.  Nebraska, 

dependents  other  than  a  spouse,  the  student  North  Carolina.  Ohio, 

aid  index  is  equal  to  the  amount  determined  ^^';;',7„'^''"'t?i„ft.  ^°^<^. 

by—                                     .  inont.                Virginia. 

••(1/  computing  the  standard  contribution        Canada.  Mexico 9  S 

from  student's  (and  spouse's)  income  deter-  '^".'il'^i^Z/ToLmbii:'              ! 

mined  in  accordhnce  with  subsection  (b);  Hawaii.        Maryland. 

••(2/    adding    the    contribution    from    stu-  Massachusetts.  Oregon, 

dent's  (and  spouses)  assets  determined  in  ,^^Jl"^^r^sotiZ:Z               {^                 j? 

accordance  with  subsection  (f):  and  Wisconsin 13  12 

••(3)  dividing  the  resultant  amount  by  the     \ew  York H  13 

number  of  family  members  who  will  be  at- 

tending,  on  at  least  a  half-tirne  basis,  a  pro-  ..^^^  ^^^^^  Offsets  Against  INCOME.-Total 
gram  of  postsecondary  education  during  the  ^^^  determined  by  de- 
award  period  for  which  aid  under  this  sub-  ^„pjj„j_ 

Income.— The   standard    contribution   from  Family  Size  Offsets 

the  student's  (and  spouse's)  income  is  deter-  Family  members                Amount 

mined  by  calculating  the  effective  family     2 $6,700 

income  in  accordance  with  subsection  (c):     3 S.IOO 

by    deducting    the    total    offsets    against     4 10.400 

income,  as  determined  in  accordance  with     5 U'<on 

subsection  (d):  and  by  assessing  the  results     «• Y-ig  n    n;«.    ti  hoo    or 

...  ,  ..  ,     ,  7  OT  TflOTC      Jo.oOU      plus      H.tiuU      Or 

in  accordance  with  subsection  (e).  °'  """^                           ^^^^  ^^^^^  j,,,^,  j 

••(c)  Determination  of  Effective  Family  ,        j      ,       j 

Income -The    effective   family    income    is  "(2/  an  offset  for  unusual  medical  and 

equal  to-  <i^nt<^  expenses; 

■■(1/  the  sum  of—  "'^'  *"  "'^  ^^^  °f  °  married  independent 

••(A)  the  adjusted  gross  income  of  the  stu-  student  when  both  the  student  and  spouse 

dent  (and  spouse)  as  reported  to  the  Internal  were  employed  in  the  year  for  which  income 

Revenue  Service  for  the  year  immediately  is  reported,  or  in  the  case  of  a  student  who 

preceding    the    award    year    and    income  qualifies  as  a  head  of  household  as  defined 

earned  from  work,  other  than  amounts  re-  in  section  2  of  the  Internal  Revenue  Code  of 

ceived  under  part  C  of  this  title,  but  not  re-  1954,    an   offset  for  employment   expenses; 

ported  on  a  Federal  income  tax  return:  and 

••(B)  the  total  annual  amount  of  untaxed  '(4)  an  off  set  for  unreimbursed  elementary 

income  and  benefits  which  is  received  by  the  and  secondary  school  tuition  and  fees, 

student  (and  spouse)  in  the  year  immediate-  "(e)    Assessment    of    Effective    Family 

ly  preceding  the  award  year:  and  Income.-(I)  If  the  effective  family  income 

••(C)  one-half  of  the  student's  total  veter-  <as  determined  under  subsection  (O)  minus 

ans  educational  benefits,   excluding   Veter-  the  total  offsets  (as  determined  under  sub- 

ans'  Administration  contributory  benefits,  section  (d))  is  a  negative  amount,  the  stand- 
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ard  contribution  from  the  student's   (and 
spouse's)  income  is  zero. 

"(2)  If  such  effective  family  income  is  a 
positive  amount,  the  standard  contribution 
from  effective  family  income  is  determined 
in  accordance  with  the  following  chart: 

"E/fecttve  family  income    Expected  contribution 
tOtoti.OOO 11%  0/  ejjecliw  family 

income. 
tS.001  to  $10.000 tSiO.       plus       13%       of 

amount  over  tS.OOO. 
110.001  to  tlS.OOO tl.200.      plus      18%      of 

amount  over  ttO.OOO. 
tl 5.001  and  above S2.100.      plus     25%     of 

amount  oivr  SIS.OOO. 

"If)  CoNTRiBvnoN  From  Student's  (and 
SPOUSES'  Assets.— The  standard  contribu- 
tion from  student's  (and  spouse's)  assets  is 
determined  in  accordance  with  paragraphs 
fl)  through  (7): 

"(1)  If  the  student's  (and  spouse's)  assets 
include  a  principal  place  of  residence. 
deduct  S30.000  from  the  net  value  of  the 
principal  place  of  residence.  If  the  subtrac- 
tion required  by  the  preceding  sentence  of 
this  paragraph  produces  a  negative  number, 
the  amount  determined  under  this  para- 
graph shall  be  zero. 

"(2)  If  the  student's  (and  spouse's)  assets 
include  assets  other  than  a  principal  place 
of  residence  and  other  than  farm  and  busi- 
ness assets,  deduct  S25.000  from  the  net 
value  of  those  other  assets.  If  the  subtraction 
required  by  the  preceding  sentence  of  this 
paragraph  produces  a  negative  numt)er.  the 
amount  determined  under  this  paragraph 
shall  be  zero. 

"(3)  If  the  student's  (and  spouse's)  assets 
include  farm  or  business  assets,  or  both, 
deduct  $80,000  in  the  case  of  business  assets 
or  $100,000  in  the  case  of  farm  assets  from 
the  net  value  of  the  farm  or  business  assets. 
or  l>oth.  If  the  subtraction  required  by  the 
preceding  sentence  of  this  paragraph  pro- 
duces a  negative  number,  the  amount  deter- 
mined under  this  paragraph  shall  be  zero. 

"(4)  If  the  sum  of  the  farm  and  business 
deduction  and  the  deductions  in  paragraphs 
(1)  and  (2)  exceeds  $110,000  in  the  case  of 
business  deductions  or  $130,000  in  the  case 
of  farm  deductions,  the  farm  and  business 
deduction  shall  6e  reduced  by  the  amount 
that  that  sum  exceeds  $110,000,  or  $130,000, 
as  the  case  may  be. 

"(S)(A)  The  expected  contribution  from 
student's  (and  spouse's)  assets  equals  5  per- 
cent of  the  total  of  the  amounts  obtained 
under  paragraphs  (1).  (2).  and  (3). 

"(B)  If  the  calculation  of  effective  family 
income  required  by  subsection  (c)  produces 
a  negative  number,  the  expected  contribu- 
tion from  student's  (and  spouse's)  assets, 
calculated  under  this  paragraph,  shall  be  re- 
duced by  the  amount  of  that  negative  effec- 
tive family  incoTne.  If  the  subtraction  re- 
quired by  the  preceding  sentence  of  this  sub- 
paragraph produces  a  negative  numt>er.  the 
amount  determined  under  this  subpara- 
graph shall  be  zero. 

"(S)  If  the  married  independent  student 
rcith  dependents  is  separated  or  divorced, 
only  assets  of  the  independent  student  shall 
be  considered. 

"(7)  The  Secretary  shall  promulgate  spe- 
cial regulations  to  permit,  in  the  computa- 
tion of  family  contributions  for  the  pro- 
grams under  this  subpart  for  any  academic 
year,  the  exclusion  from  family  income  of 
any  proceeds  of  a  sale  of  farm  or  business 
assets  of  that  family  if  such  sale  results  from 
a  voluntary  or  involuntary  foreclosure,  for- 
feiture, liquidation,  or  t>ankruptcy. 
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ELlGIBILtTV  DETERMINATION  FOR  SINGLE  INDE- 
PENDENT STUDENTS  OR  FOR  MARRIED  INDE- 
PENDENT STUDENTS  WITHOUT  OTHER  DEPEND- 
ENTS 

"Sec.  411D.  (a)  Computation  of  Student 
Aid  Index.— For  single  independent  students 
or  married  independent  students  without 
other  dependents,  the  student  aid  index  is 
equal  to  the  amount  determined  by— 

"(1)  computing  the  standard  contribution 
from  student's  (and  spouse's)  income  deter- 
mined in  accordance  with  subsection  (b); 

"(2)  adding  contribution  from  student's 
(and  spouse's)  assets  determined  in  accord- 
ance with  subsection  (f);  and 

"(3)  diinding  the  resultant  amount  by  the 
number  of  family  members  who  will  be  at- 
tending, on  at  least  a  half-time  basis,  a  pro- 
gram of  postsecondary  education  during  the 
award  period  for  which  aid  under  this  sub- 
part is  requested. 

"(b)  Computing  the  Standard  Contribu- 
tion From  Student's  iand  Spouse's  i 
Income.— The  standard  contribution  from 
the  student's  (and  spouse's)  income  is  deter- 
mined by  calculating  the  effective  family 
income  in  accordance  with  subsection  (c); 
by  deducting  the  total  offsets  against 
income,  as  determined  in  accordance  with 
subsection  (d);  and  by  assessing  the  results 
in  accordance  with  subsection  (e). 

"(c)  Determination  of  Effective  Family 
Income.— The  effective  family  income  is 
equal  to— 

"(1)  the  sum  of— 

"(A)  the  adjusted  gross  income  of  the  stu- 
dent (and  spouse)  as  reported  to  the  Internal 
Revenue  Service  for  the  year  immediately 
preceding  the  award  year  and  income 
earned  from  work,  other  than  amounts  re- 
ceived under  part  C  of  this  title,  but  not  re- 
ported on  a  Federal  income  tax  return; 

"(B)  the  total  annual  amount  of  untaxed 
income  and  benefits  which  is  received  by  the 
student  (and  spouse)  in  the  year  immediate- 
ly preceding  the  award  year:  and 

"(C)  one-half  of  the  student's  total  veter- 
ans educational  benefits,  excluding  Veter- 
ans' Administration  contributory  benefits, 
expected  to  be  received  during  the  award 
period:  minus 

"(2)  the  sum  of— 

"(A)  the  amount  of  United  States  income 
tax  paid  or  payable  by  the  student  (and 
spouse)  in  the  tax  year  preceding  the  award 
year:  and 

"(B)  an  allowance  for  State  and  other 
taxes  as  determined  by  multiplying  the  stu- 
dent's (and  spouse's)  total  income  (as  deter- 
mined under  paragraph  (D),  by  a  percent- 
age determined  according  to  the  following 
table: 


"Percentages  for  Computation  of  State  and 
Other  Tax  Allowance 


If  student 's  State  or 
territory  of  residence 

IS— 


And  student's  land 

spouse's/  total  income 

is— 


less  ttian 
$15,000 


$15,000  or 
more 


then  the  percentage  is- 


Wy- 


Alaska.  Puerto  Rico, 
ommg 

American  Samoa.  Guam. 
Louisiana.  Nevada, 
Texas,  Trust  Territory. 
Virgin  Islands 

Florida.  South  Dakota. 
Tennessee.  New  Mexico.. 

North  Dakota.  Washing- 
ton.  


And  student'. 

s  (and 

If  studen  fs  State  or 

spouse's)  total 

income 

territory  of  residence 

IS— 

less  than       $15,000 

or 

$15,000 

more 

Alabama.    Amona.    Ar- 

kansas,   Indiana.   Mis- 

sissippi,          Missouri, 

Montana.   New  Hamp- 

shire. Oklahoma.   West 

Virginia 

7 

fi 

Colorado.      Connecticut. 

Georgia.             Illinois. 

Kansas,  Kentucky 

H 

7 

California.        Delaware. 

Idaho.  Iowa.  Nebraska, 

North   Carolina,   Ohio. 

Pennsylvania.      South 

Carolina.     Utah,     Ver- 

mont.               Virginia, 

Canada,  Mexico 

9 

f 

Maine.  New  Jersey 

10 

9 

Dtitrict     of     Columbia. 

Hawaii.         Maryland, 

Massachusetts,  Oregon. 

Rhode  Island 

11 
12 

Michigan.  Minnesota 

U 

Wisconsin 

13 

1? 

New  York 

14 

13 

"(d)  Total  Offsets  Against  Income.— Total 
offsets  against  incoine  are  determined  by  de- 
ducting— 

"(1)  a  family  size  offset  equal  to  the 
amount  specified  in  the  following  table: 

"Family  Size  Offsets 
Family  members  Amount 

1 $5,300 

2 6,700 

'(2)  an  offset  for  unusual  medical  and 
dental  expenses;  and 

"(3)  in  the  case  of  a  married  independent 
student  when  both  the  student  and  spouse 
were  employed  in  the  year  for  which  income 
is  reported,  or  in  the  case  of  a  student  who 
qualifies  as  a  head  of  household  as  defined 
in  section  2  of  the  Internal  Revenue  Code  of 
1SS4,  an  offset  for  employment  expenses. 

"(e)  Assessment  of  Effective  Family 
Income.— (1)  If  the  effective  family  income 
(as  determined  under  subsection  (O),  minus 
the  total  offsets  (as  determined  under  sub- 
section (d)>  is  a  negative  amount,  the  stand- 
ard contribution  from  the  student's  (and 
spouse's)  income  is  zero. 

"(2)  If  such  effective  family  income  is  a 
positive  amount,  the  standard  contribution 
from  student's  (and  spouse's)  income  is  mul- 
tiplied by  75  percent 

"(f)  Contribution  From  Student's  iand 
Spouse's)  Assets.— (1)  The  asset  contribution 
amount  of  an  independent  student  and  the 
student's  spouse  is  equal  to  5  percent  of  the 
sum  of  the  amounts  computed  under  para- 
graphs (3)  and  (4),  reduced  by  the  amount  if 
any.  by  which  effective  family  income  as 
computed  under  subsection  (c)  is  less  than 
zero.  If  the  result  of  such  subtraction  is  a 
negative  amount  the  family  asset  contribu- 
tion amount  is  zero. 

"(2)  The  family  asset  contribution  amount 
of  a  single  independent  student  is  equal  to 
33  percent  of  such  student's  net  asset  value, 
reduced  by  the  amount  if  any,  by  which  ef- 
fective family  income  as  computed  under 
subsection  (c)  is  less  than  zero.  If  such  value 
minus  such  amount  is  a  negative  amount 
the  family  asset  contribution  amount  is 
zero. 

"(3)  If  the  assets  of  an  independent  stu- 
dent toith  a  spouse  include  a  principal  place 
of  residence,  deduct  $30,000  from  the  net 
value  of  the  principal  place  of  residence.  If 
the  subtraction  required  by  the  preceding 
sentence  of  this  paragraph  produces  a  nega- 
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tive number,  the  amount  determined  under 
this  paragraph  shall  be  zero. 

"14)1  A)  If  the  assets  of  an  independent  stu- 
dent with  a  spouse  include  assets  other  than 
a  principal  place  of  residence  and  other 
than  farm  and  business  assets,  deduct 
t2S,000  from  the  net  value  of  those  other 
assets.  If  the  subtraction  required  by  the  pre- 
ceding sentence  of  this  subparagraph  pro- 
duces a  negative  numl)er,  the  amount  deter- 
mined under  this  subparagraph  shall  be 
zero. 

"<B)(i)  If  the  assets  of  an  independent  stu- 
dent wiUi  a  spouse  include  farm  or  business 
assets,  or  both,  deduct  $80,000  in  the  case  of 
business  assets  or  $100,000  in  the  case  of 
farm  assets  from  the  net  value  of  the  farm  or 
business  assets,  or  both.  If  the  subtraction 
required  by  the  preceding  sentence  of  this 
subparagraph  produces  a  negative  number, 
the  amount  determined  under  this  subpara- 
graph shall  be  zero. 

"(iit  If  the  sum  of  the  farm  and  business 
deduction  and  the  deductions  in  paragraphs 
(3)  and  (4)(A)  exceeds  $110,000  in  the  case  of 
business  deductions  or  $130,000  in  the  case 
of  farm  deductions,  the  farm  and  business 
deduction  shall  be  reduced  by  the  amount 
that  that  sum  exceeds  $110,000.  or  $130,000. 
as  the  case  may  be. 

"(5)  The  Secretary  shall  promulgate  spe- 
cial regulations  to  permit,  in  the  computa- 
tion of  family  contributions  for  the  pro- 
grams under  this  subpart  for  any  academic 
year,  the  exclusion  from  family  income  of 
any  proceeds  of  a  sale  of  farm  or  business 
assets  of  that  family  if  such  sale  results  from 
a  voluntary  or  involuntary  foreclosure,  for- 
feiture, liquidation,  or  bankruptcy. 

"REGVLAT/ONS;  UPDATED  TABLES 

"Sec.  411E.  (a)  Authority  To  Prescribe 
Regulations  Restricted.— (1  >  Notwith- 
standing any  other  provision  of  law,  the 
Secretary  shall  not  have  the  authority  to 
prescribe  regulations  to  carry  out  this  sub- 
part except— 

"(A)  to  prescribe  updated  tables  under  sec- 
tions 411B  through  411D;  or 

"(B)  to  propose  modifications  in  the  need 
analysis  methodology  required  by  this  sub- 
part. 

"(2)  Any  regulation  proposed  by  the  Secre- 
tary that  (A)  updates  tables  in  a  manner 
that  does  not  comply  with  subsections  (b).  or 
(B)  that  proposes  modifications  under  para- 
graph (1)(B)  of  this  subsection,  shall  not  be 
effective  unless  approved  by  joint  resolution 
of  the  Congress  by  May  1  following  the  date 
such  regulations  are  published  in  the  Feder- 
al Register  in  accordance  with  section  482. 
If  the  Congress  fails  to  approve  such  regula- 
tions by  such  May  1,  the  Secretary  shall  pub- 
lish in  the  Federal  Register  in  accordance 
with  section  482  updated  tables  for  the  ap- 
plicable award  year  that  are  prescribed  in 
accordance  with  subsection  (b)  of  this  sec- 
tion. 

"(b)  Provisions  Governing  Updated 
Tables.— (1)( A)  Each  of  the  amounts  allowed 
as  an  offset  for  family  size  for  dependent 
and  independent  students  shall,  for  each 
academic  year  after  academic  year  1988- 
1989.  be  adjusted  by  the  Secretary  by  in- 
creasing (or  decreasing)  the  comparable 
amount  for  the  preceding  academic  year  by 
a  percentage  equal  to  the  percentage  in- 
crease (or  decrease)  in  the  Consumer  Price 
Index  for  Wage  Earners  and  Clerical  Work- 
ers published  by  the  Department  of  Labor, 
and  rounded  to  the  nearest  $100. 

"IB)  The  Secretary  shall  publish  in  the 
Federal  Register  a  revised  table  for  an  offset 
for  family  size  in  accordance  with  section 
482. 


"(2)(A)  The  Secretary  shall  for  each  aca- 
demic year  after  academic  year  1988-1989, 
publish  in  the  Federal  Register  such  revi- 
sions in  offsets  against  income,  asset  deter- 
mination, and  assessment  rates  as  are  neces- 
sary to  reflect  the  most  recent  and  relevant 
data. 

"(B)  The  Secretary  shall  publish  in  the 
Federal  Register  the  revised  determinations 
required  by  subparagraph  (A)  in  accordance 
with  section  482. 

"definitions:  determinations 

"Sec.  411F.  For  the  purpose  of  this  sub- 
part— 

"(1)  The  term  'annual  adjusted  family 
income'  means  the  sum  received  in  the  year 
immediately  preceding  the  award  year,  by 
the  student's  parents  (in  the  case  of  a  de- 
pendent student),  or  by  the  student  and,  if 
applicable,  the  student's  spouse  (in  the  case 
of  an  independent  student),  except  excluda- 
ble income  under  paragraph  (9)  of  this  sub- 
section, from  the  following  sources  subject  to 
the  following  rules: 

"(A)  Adjusted  gross  income,  as  defined  in 
section  62  of  the  Internal  Revenue  Code  of 
1954. 

"(B>  Untaxed  income  and  benefits,  as  de- 
fined in  paragraph  (13)  of  this  section. 

"(C)  Income  from  one-half  of  any  veteran's 
benefits  expected  to  be  paid  to  the  student 
during  the  award  period  under  chapters  34 
and  35  of  title  38  of  the  United  States  Code. 

"(D)  Income  for  a  student  whose  parents 
are  divorced  or  separated  is  determined 
under  the  following  procedures: 

"(i)  Include  only  the  income  of  the  parent 
with  whom  the  student  resided  for  the  great- 
er portion  of  the  12-month  period  preceding 
the  date  of  the  application. 

"(ii)  If  the  preceding  criterion  does  not 
apply,  include  only  the  income  of  the  parent 
who  provided  the  greater  portion  of  the  stu- 
dent's support  for  the  12-month  period  pre- 
ceding the  date  of  application. 

"(Hi)  If  neither  of  the  preceding  criteria 
apply,  include  only  the  income  of  the  parent 
who  provided  the  greater  support  during  the 
most  recent  calendar  year  for  which  paren- 
tal support  was  provided. 

"(E)  Income  in  the  case  of  the  death  of  any 
parent  as  follows: 

"(i)  If  either  of  the  parents  have  died,  the 
student  shall  include  only  the  income  of  the 
surviving  parent 

"(ii)  If  both  parents  have  died,  the  student 
shall  not  report  any  parental  income. 

"(F)  Income  in  the  case  of  a  parent  whose 
income  is  taken  into  account  under  sub- 
paragraph (D)  of  this  paragraph,  or  a 
parent  who  is  a  widow  or  widower  and 
whose  income  is  taken  into  account  under 
clause  (i)  of  this  subparagraph,  has  remar- 
ried, under  the  following  rule:  The  income  of 
that  parent's  spouse  shall  be  included  in  de- 
termining the  student's  annual  adjusted 
family  income  if— 

"(i)  the  student's  parent  and  the  steppar- 
ent are  married  as  of  the  date  of  application 
for  the  award  year  concerned:  and 

"(ii)  the  student  is  not  an  independent 
student 

"(G)(i)  Income  in  the  case  of  a  dislocated 
worker  shall  be  the  income  for  the  year  for 
which  the  determination  is  made. 

"(ii)  For  the  purpose  of  this  subparagraph, 
a  dislocated  worker  is  a  worker  identified 
pursuant  to  title  III  of  the  Job  Training 
Partnership  Act 

"(2)  The  term  'assets'  means  cash  on  hand, 
including  amount  in  checking  and  savings 
accounts,  time  deposits,  money  market 
funds,  trusts,  stocks,  bonds,  other  securities, 
mutual  funds,  tax  shelters,  and  the  net  value 


of  real  estate,  income  producing  property, 
and  business  and  farm  assets. 

"(3)  The  term  'award  year'  is  the  period  of 
time  between  July  1  of  the  first  year  and 
June  30  of  the  following  year. 

"(4)  The  term  'business  assets'  means 
property  that  is  used  in  the  operation  of  a 
trade  or  business,  including  real  estate,  in- 
ventories, buildings,  machinery,  and  other 
equipment  patents,  franchise  rights,  and 
copyrights. 

"(5)  The  term  'cost  of  attendance'  means— 

"(A)  the  student's  tuition  and  uniform 
compulsory  fees  at  the  institution  at  which 
the  student  is  in  attendance  for  any  award 
year,  plus 

"(B)(i)  an  allowance  for  room  and  board 
costs,  books,  supplies,  transportation,  and 
miscellaneous  expenses  incurred  by  the  stu- 
dent which  shall  not  exceed  $1, 700  for  a  stu- 
dent without  dependents  residing  at  home 
icith  parents: 

"(ii)  an  allowance  for  room  and  board 
costs,  books,  supplies,  transportation,  and 
miscellaneous  expenses  incurred  by  the  stu- 
dent which  shall  not  exceed  $2,300  for  all 
other  students,  subject  to  clause  (Hi); 

"(Hi)  an  allowance  for  only  books,  sup- 
plies, and  transportation  (as  determined  by 
the  institution)  and  dependent  care  ex- 
penses (in  accordance  with  clause  (iv))  for 
less  than  half-time  students  (as  determined 
by  the  institution): 

"(iv)  an  allowance  for  child  care  which 
shall  not  exceed  $1,000:  and 

"(V)  an  allowance  for  the  costs  of  special 
services  and  equipment  required  for  attend- 
ance by  the  handicapped  that  are  not  pro- 
vided by  other  assisting  agencies: 

except  that  if  the  maximum  award  under 
this  subpart  is  less  than  or  greater  than 
$2,300.  then  the  dollar  amounts  specified  in 
clauses  d)  and  (ii)  of  subparagraph  (B)  of 
this  paragraph  shall  be  increased  or  de- 
creased by  an  amount  equal  to  the  amount 
by  which  such  maximum  award  is  greater 
than  or  less  than  $2,300,  respectively. 

"(6)  Except  as  otherwise  provided,  the 
term  'dependent  of  the  student'  means  the 
parents  of  the  student,  the  student's  spouse, 
any  of  the  student's  dependent  children,  de- 
pendent children  of  the  student's  parents, 
including  those  children  who  are  deemed  to 
6e  dependent  student  when  applying  for  aid 
under  this  title,  and  other  persons  who  live 
with  and  receive  more  than  one-half  of  their 
support  from  the  parents  and  will  continue 
to  receii^e  more  than  half  of  their  support 
from  the  parents  during  the  award  year. 

"(7)  Effective  family  income  shall  be  deter- 
mined on  the  basis  of  the  annual  adjusted 
family  income  minus  the  Federal  taxes  and 
imputed  State  and  other  taxes  paid  or  pay- 
able for  the  year  that  adjusted  gross  income 
is  used  in  the  calculation  of  the  student's 
Pell  Grant 

"(8)(A)  The  employment  expense  offset  is 
determined  as  follows: 

"(i)  If  both  parents  were  employed  in  the 
year  for  which  their  income  is  reported  and 
Iwth  have  their  incomes  reported  in  deter- 
mining the  expected  family  contribution, 
such  offset  is  equal  to  the  lesser  of  $1,500  or 
SO  percent  of  the  earned  income  (income 
earned  by  work)  of  the  parent  with  the  lesser 
earned  income. 

"(ii)  If  a  parent  qualifies  as  a  head  of 
household  as  defined  in  section  2  of  the  In- 
ternal Revenue  Code  of  1954,  such  offset  is 
equal  to  the  lesser  of  $1,500  or  50  percent  of 
the  parent's  earned  income. 
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"tBi  The  employmcnl  expense  offset  in  the 
case  of  an  independent  student  with  depend- 
ents is  determined  as  follows: 

"i\)  If  both  the  student  and  the  student's 
spouse  were  employed  in  the  year  for  which 
their  income  is  reported  and  both  have  their 
incomes  reported  in  determined  the  expected 
family  contribution,  such  offset  is  equal  to 
the  lesser  of  SI. 500  or  50  percent  of  the 
earned  income  iincome  earned  by  work)  of 
the  spouse  with  the  lesser  earned  income. 

"till  If  a  student  qualifies  as  a  head  of 
household  as  defined  in  section  2  of  the  In- 
ternal Revenue  Code  of  1954.  such  offset  is 
equal  to  the  lesser  of  SI. 500  or  50  percent  of 
the  student's  earned  income. 

'i9/tA>  The  term  'excludable  income' 
means  the  income  described  in  subpara- 
graphs IB).  (Ci.  and  iDi  of  this  paragraph 
which  is  excluded  for  the  purpose  of  deter- 
mining annual  adjusted  family  income' 
under  paragraph  (I). 

"iB>  For  a  Native  American  student,  the 
annual  adjusted  family  income  does  not  in- 
clude the  income  received  by  the  student,  the 
student's  spouse,  or  the  student's  parents 
under  the  Distribution  of  Judgment  Funds 
Act  (25  U.S.C.  1401.  et  seq.).  the  Alaska 
Native  Claims  Settlement  Act  (43  U.S.C. 
1601.  et  seq.J.  or  the  Maine  Indians  Claims 
Settlement  Act  (25  U.S.C.  1721.  et  seq./. 

"(C>  In  the  case  of  a  student  who  is  di- 
vorced or  separated,  or  whose  spouse  has 
died,  the  spouse's  income  shall  not  be  con- 
sidered in  determining  the  effective  family 
income. 

"(Dt  The  annual  adjusted  family  income 
does  not  include  any  student  financial  as- 
sistance except  veterans'  or  Social  Security 
benefits  set  forth  in  paragraph  (IS)  of  this 
subsection. 

"ilOXAJ  In  determining  family  sise  in  the 
case  of  a  dependent  student— 

"(it  if  the  parents  are  not  divorced  or  sep- 
arated, family  members  include  the  stu- 
dent's parents,  and  the  dependents  of  the 
student's  parents  including  the  student; 

"(lii  if  the  parents  are  divorced  or  separat- 
ed, family  memt>ers  include  the  parent 
whose  income,  is  included  in  computing  the 
effective  family  income  and  that  parent's 
dependents,  including  the  student:  and 

"(Hi)  if  the  parents  are  divorced  and  the 
parent  whose  income  is  so  included  is  re- 
married, or  if  the  parent  was  a  widow  or 
widower  who  has  remarried,  family  mem- 
bers also  include,  in  addition  to  those  indi- 
viduals referred  to  in  subparagraph  (B).  the 
new  spouse  and  any  dependents  of  the  new 
spouse  if  that  spouse's  income  is  included  in 
determining  effective  family  income. 

"(B)  In  determining  family  size  in  the 
case  of  an  independent  student  with  depend- 
ents— 

"<i)  family  members  include  the  student, 
the  student's  spouse,  and  the  students  de- 
pendents: and 

"Hi)  if  the  student  is  divorced  or  separat- 
ed, family  members  do  not  include  the 
spouse  (or  ex-spouse),  but  do  include  the  stu- 
dent and  the  student's  dependents. 

"(11)  The  term  'farm  assets'  means  any 
property  owned  and  used  in  the  operation  of 
a  farm  for  profit,  including  real  estate,  live- 
stock, livestock  products,  crops,  farm  ma- 
chinery, and  other  equipment  ini^entories.  A 
farm  is  not  considered  to  be  operated  for 
profit  if  crops  or  livestock  are  raised  mainly 
for  the  use  of  the  family,  even  if  some 
income  is  derived  from  incidental  sales. 

"(12)1  A)  The  term  'independent',  when 
used  with  respect  to  a  student,  means  any 
individual  who— 

"(i)  is  24  years  of  age  or  older  by  December 
31  of  the  award  year;  or 
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"(ii)  meets  the  requirements  of  subpara- 
graph (B). 

"(B)  Except  as  provided  in  subparagraph 
(C).  an  individual  meets  the  requirements  of 
this  subparagraph  if  such  individual— 
"(i)  is  an  orphan  or  ward  of  the  court: 
"(11)  is  a  veteran  of  the  Armed  Forces  of 
the  United  States: 

"liii)  is  a  graduate  or  professional  student 
who  declares  that  he  or  she  will  not  be 
claimed  as  a  dependent  for  income  tax  pur- 
poses by  his  or  parents  (or  guardian)  for  the 
first  calendar  year  of  the  award  year: 

"(iv)  is  a  married  individual  who  declares 
that  he  or  she  will  not  be  claimed  as  a  de- 
pendent for  income  tax  purposes  by  his  or 
her  parents  (or  guardian)  for  the  first  calen- 
dar year  of  the  award  year; 

"(V)  has  legal  dependents  other  than  a 
spouse: 

"(vi)  is  a  single  undergraduate  student 
with  no  dependents  who  was  not  claimed  as 
a  dependent  by  his  or  her  parents  (or  guardi- 
an) for  income  tax  purposes  for  the  2  calen- 
dar years  preceding  the  award  year  and 
demonstrates  to  the  student  financial  aid 
administrator  total  self-sufficiency  during 
the  2  calendar  years  preceding  the  award 
year  in  which  the  initial  award  will  be 
granted  by  drmonstrati7ig  an  annual  total 
income  of  $4,000:  or 

"(vii)  is  a  student  for  whom  a  financial 
aid  administrator  makes  a  documented  de- 
termination of  independence  by  reason  of 
other  unusual  circumstances. 

"(C)  An  individual  may  not  be  trebled  as 
an  independent  student  pursuant  to  clauses 
(ill),  (iv).  and  (vi)  of  subparagraph  (B)  if 
the  financial  aid  administrator  determines 
that  such  individual  was  treated  as  an  inde- 
pendent student  during  the  preceding  award 
year,  but  was  claimed  as  a  dependent  by  any 
other  individual  (other  than  a  spouse)  for 
income  tax  purposes  for  the  first  calendar 
year  of  such  award  year. 

"(D)  The  financial  aid  administrator  may 
certify  an  individual  described  in  clause 
(Hi),  (iv).  or  (vi)  of  subparagraph  (B)  on  the 
basis  of  a  demonstration  made  by  the  indi- 
vidual, but  no  disbursal  of  an  award  may  be 
made  without  documentation. 

"(13)  The  term  "net  assets"  means  the  cur- 
rent market  value  at  the  time  of  application 
of  the  assets  included  in  the  definition  of 
assets',  minus  the  outstanding  liabilities 
(indebtedness)  against  the  assets. 

"(14)  The  term  "unreimbursed  elementary 
and  secondary  school  tuition  and  fees" 
means  the  unreimbursed  tuition  and  fees 
paid  by  the  student  "s  parents  for  each  de- 
pendent other  than  the  student,  or  by  an  in- 
dependent student  (and  spouse)  for  depend- 
ents enrolled  in  elementary  or  secondary 
school,  and  may  not  exceed  for  each  such  de- 
pendent the  national  average  per  pupil  in- 
structional cost  as  published  by  the  Center 
for  Education  Statistics  using  the  most 
recent  available  data. 

"'(15)  The  term  "untaxed  income  and  bene- 
fits'means— 

""(A)  investment  income  upon  which  no 
Federal  income  tax  is  required  to  be  paid, 
such  as  the  interest  on  jnunicipal  bonds: 

"(B)  untaxed  portions  of  capital  gains; 

"(C)  credit  for  Federal  tax  on  special  fuels: 

""(D)  dividend  exclusions  and  dividend  re- 
investment exclusions; 

"'(E)  foreign  income  exclusions: 

"(F)  child  support  received; 

"(G)  welfare  benefits,  including  aid  to 
families  with  dependent  children  under  a 
State  plan  approved  under  part  A  of  title  IV 
of  the  Social  Security  Act.  and  aid  to  de- 
pendent children; 


'(H>  veterans  benefits  such  as  Death  Pen- 
sion and  Dependency  and  Indemnity  Com- 
pensation, except  that  veterans  educational 
benefits  paid  under  chapters  34  and  35  of 
title  38  of  the  United  States  Code.  Veterans' 
Administration  contributory  benefits,  and 
Veterans'  Administration  vocational  reha- 
bilitation program  benefits  for  postsecond- 
ary  education  shall  not  be  included; 

"(I)  untaxed  Social  Security  benefits,  in- 
cluding supplemental  security  income  which 
individuals  receive  for  theinselves  and  for 
children  under  age  18: 

"(J)  interest  on  tax  free  bonds; 

"(K)  housing,  food,  and  other  living  allow- 
ances, excluding  rent  subsidies  for  low- 
income  housing,  paid  to  members  of  the 
military,  the  cli-rgy.  and  others:  and 

"(L)  Job  Training  Partnership  Act  non- 
educational  benefits. 

"(16)(A)  The  term  'unusual  medical  and 
dental  expenses'  means  an  amount  equal  to 
the  amount  by  which  the  sum  of  unreim- 
bursed medical  and  dental  expenses  exceeds 
20  percent  of  the  effective  family  income  of 
the  parents.  The  expenses  of  both  parents  are 
included  only  if  the  income  of  both  parents 
is  included  in  determining  effective  family 
income.  A  stepparent's  expenses  are  includ- 
ed only  if  the  parent  s  income  is  included  in 
determining  effective  family  income. 

"(B)  The  term  'unusual  medical  and 
dental  expenses',  in  the  case  of  an  independ- 
ent student  with  dependents,  means  an 
amount  equal  to  the  amount  by  which  the 
sum  of  unreimbursed  medical  and  dental'ex- 
perises  exceeds  20  percent  of  the  effective 
family  income  of  the  independent  student 
with  dependents.  The  expenses  of  both  the 
student  and  the  student's  spouse  are  includ- 
ed only  if  the  incomes  of  both  are  included 
in  determining  effective  family  income. 

"Subpart  2— Supplemental  Educational 
Opportunity  Grants 

"purpose;  appropriations  authorized 
"Sec.  413A.  (a)  Purpose  of  Subpart.— It  is 
the  purpose  of  this  subpart  to  provide, 
through  institutions  of  higher  education, 
supplemental  grants  to  assist  in  making 
available  the  benefits  of  postsecondary  edu- 
cation to  qualified  students  who  demon- 
strate financial  need  in  accordance  with  the 
proi'isions  of  part  F  of  this  title. 

"(b)  Authorization  of  Appropriations.— 
(1)  For  the  purpose  of  enabling  the  Secretary 
to  make  payments  to  institutions  of  higher 
education  which  have  made  agreements 
with  the  Secretary  in  accordance  with  sec- 
tion 413C(a).  for  use  by  such  institutions  for 
payments  to  undergraduate  students  of  sup- 
plemental grants  awarded  to  them  under 
this  subpart,  there  are  authorized  to  be  ap- 
propriated S490.000.000  for  fiscal  year  1987, 
and  such  sums  as  may  be  necessary  for  the  4 
succeeding  fiscal  years. 

"(2)  Sums  appropriated  pursuant  to  this 
subsection  for  any  fiscal  year  shall  be  avail- 
able for  payments  to  institutions  until  the 
end  of  the  second  fiscal  year  succeeding  the 
fiscal  year  for  which  they  were  appropri- 
ated. 

"amount  AND  duration  OF  GRANTS 

"Sec.  413B.  (a)  Amount  of  Grant.— (1) 
From  the  funds  received  by  it  for  such  pur- 
pose under  this  subpart,  an  institution 
which  awards  a  supplemental  grant  to  a  stu- 
dent for  an  academic  year  under  this  sub- 
part shall,  for  each  year,  pay  to  that  student 
an  amount  not  to  exceed  the  lesser  of  (A)  the 
amount  determined  by  the  institution,  in 
accordance  with  the  provisions  of  part  F  of 
this  title,  to  be  needed  by  that  student  to 
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enable  the  student  to  pursue  a  course  of 
study  at  the  institution,  or  (B)  $4,000. 

"(2J  If  the  amount  determined  under  para- 
graph (II  with  respect  to  a  student  for  any 
academic  year  is  less  than  $100.  no  payment 
shall  be  made  to  that  student  for  that  year. 
For  a  student  enrolled  for  less  than  a  full 
academic  year,  the  minimum  payjncnt  re- 
quired shall  be  reduced  proportionately. 

"(b)  Period  for  Receipt  of  Grants:  Con- 
tinuing Eligibility.  — Ill  The  period  during 
which  a  student  may  receive  supplemental 
grants  shall  be  the  period  required  for  the 
completion  of  the  first  undergraduate  bacca- 
laureate course  of  study  being  pursued  by 
that  student. 

"(21  A  supplemental  grant  awarded  under 
this  subpart  shall  entitle  the  student  (to 
xvhom  it  is  awardedl  to  payments  pursuant 
to  such  grant  only  if  the  student  jneets  the 
requirements  of  section  484.  except  as  pro- 
vided in  section  413C(cl. 

"(cl  Distribution  of  Grant  During  Aca- 
demic Year.— Nothing  in  this  section  shall 
be  construed  to  prohibit  an  institution  from 
making  payments  of  varying  amounts  .from 
a  supplemental  grant  to  a  student  during  an 
acadcjnic  year  to  coiner  costs  for  a  period 
which  are  not  applicable  to  other  periods  of 
such  academic  year. 

"agreements  with  institutions;  selection  or 
recipients 

"Sec.  413C.  (a)  Institutional  Eligibil- 
ity.—Assistance  may  be  made  at^ailable 
under  this  subpart  07ily  to  an  institution 
which— 

"(1)  has.  in  accordance  with  section  487. 
an  agreement  with  the  Secretary  applicable 
to  this  subpart: 

"(2)  agrees  that  the  Federal  share  of 
awards  under  this  subpart  will  not  exceed— 

"(Ai  95  percent  of  such  awards  in  fiscal 
year  1989. 

"(Bi  90  percent  of  such  awards  in  fiscal 
year  1990,  and 

"(Cl  85  percent  of  such  awards  in  fiscal 
year  1991. 

except  that  the  Federal  share  may  be  exceed- 
ed if  the  Secretary  determines,  pursuant  to 
regulations  establishirig  objective  criteria 
for  such  determinations,  that  a  larger  Feder- 
al share  is  required  to  further  the  purpose  of 
this  subpart:  and 

"(31  agrees  that  the  non-Federal  share  of 
awards  made  under  this  subpart  shall  be 
made  from  the  institution's  own  resources, 
including— 

"(A)  institutional  grants  and  scholarships; 

"(B)  tuition  or  fee  waii'ers; 

"(C)  State  scholarships;  and 

"(D)  foundation  or  other  charitable  orga- 
nization funds. 

"(b)  Eligibility  for  Selection.— Awards 
may  be  made  under  this  subpart  only  to  a 
student  who— 

"(1)  is  an  eligible  student  under  section 
484;  and 

"(2)  makes  application  at  a  time  and  in  a 
manner  consistent  with  the  requirements  of 
the  Secretary  and  that  institution. 

"(c)  Selection  of  Individuals  and  Deter- 
mination of  Amount  of  Awards.  — (H  From 
among  individuals  who  are  eligible  for  sup- 
plemental grants  for  each  fiscal  year,  the  in- 
stitution shall,  in  accordance  with  the 
agreement  under  section  487.  and  within  the 
amount  allocated  to  the  institution  for  that 
purpose  for  that  year  under  section  413D, 
select  individuals  who  are  to  be  awarded 
such  grants  and  determine,  in  accordance 
with  section  413B,  the  amounts  to  be  paid  to 
them. 

"(2)(AJ  In  carrying  out  paragraph  (1)  of 
this  subsection,  each  institution  of  higher 


education  shall,  in  the  agreement  made 
under  section  487,  assure  that  the  selection 
procedures— 

"(i)  will  be  designed  to  award  supplemen- 
tal grants  under  this  subpart,  first,  to  stu- 
dents with  exceptional  need,  and 

"(ii)  will  give  a  priority  for  supplemental 
grants  under  this  subpart  to  students  who 
receive  Pell  Grants  and  meet  the  require- 
ments of  section  484. 

"(B)  For  the  purpose  of  subparagraph  (A), 
the  term  students  with  exceptional  need' 
means  students  with  the  lowest  expected 
family  contributions  at  the  institution. 

"(d)  Use  of  Funds  for  Less-Than-Full- 
TiME  Students.— If  the  institution's  alloca- 
tion under  this  subpart  is  directly  or  indi- 
rectly based  in  part  on  the  financial  need 
demonstrated  by  students  attending  the  in- 
stitution less  than  full  time,  a  reasonable 
proportion  of  the  institution's  allocation 
shall  be  made  available  to  such  students. 

"(e)  Use  and  Transfer  of  Funds  for  Ad- 
ministrative E.XPENSES.—An  agreement  en- 
tered into  pursuant  to  this  section  shall  pro- 
vide that  funds  granted  to  an  institution  of 
higher  education  may  be  used  only  to  make 
payments  to  students  participating  in  a 
grant  program  authorized  under  this  sub- 
part, except  that  an  institution  may  use  a 
portion  of  the  sums  allocated  to  it  under 
this  subpart  to  meet  administrative  ei- 
ijenses  in  accordance  with  section  489  of 
this  title,  and  may  transfer  such  funds  in  ac- 
cordance with  the  provisions  of  section  488. 
"allocation  of  funds 

"Sec.  413D.  (a)  Allocation  Ba.sed  on  Pre- 
vious Allocation.  — (1/  From  the  amount  ap- 
propriated pursuant  to  section  413A(bl  for 
each  fiscal  year,  the  Secretary  shall  first  al- 
locate to  each  eligible  institution  an 
amount  equal  to  100  percent  of  the  amount 
such  institution  received  and  used  under 
this  subpart  for  fiscal  year  1985. 

"(2)(AI  From  the  amount  so  appropriated, 
the  Secretary  shall  next  allocate  to  each  eli- 
gible institution  that  began  participation  in 
the  program  under  this  subpart  after  fiscal 
year  1985  but  is  not  a  first  or  second  time 
participant,  an  amount  equal  to  the  greater 
of- 

"(i)  $5,000:  or 

"(ii)  90  percent  of  the  amount  received 
and  used  under  this  subpart  for  the  first 
year  it  participated  in  the  program. 

"(B)  From  the  amount  so  appropriated, 
the  Secretary  shall  next  allocate  to  each  eli- 
gible institution  that  began  participation  in 
the  program  under  this  subpart  after  fiscal 
year  1985  and  is  a  first  or  second  time  par- 
ticipant, an  amount  equal  to  the  greatest 
of- 

"(i)  $5,000: 

"(ii)  an  amount  equal  to  (II  90  percent  of 
the  amount  received  and  used  under  this 
subpart  in  the  second  preceding  fiscal  year 
by  eligible  institutions  offering  comparable 
programs  of  instruction,  divided  by  (III  the 
number  of  students  enrolled  at  such  compa- 
rable institutions  in  such  fiscal  year,  multi- 
plied by  (III)  the  number  of  students  en- 
rolled at  the  applicant  institution  in  such 
.fiscal  year:  or 

"(Hi)  90  percent  of  the  institution's  alloca- 
tion under  this  part  for  the  preceding  fiscal 
year. 

"(Cl  Notwithstanding  subparagraphs  (A) 
and  (B)  of  this  paragraph,  the  Secretary 
shall  allocate  to  each  eligible  institution 
which— 

"(i)  was  a  first-time  participant  in  the 
program  in  fiscal  year  1986  or  any  subse- 
quent fiscal  year,  and 


"(ii,)  received  a  larger  amount  under  this 
subsection  in  the  second  year  of  participa- 
tion, 

an  amount  equal  to  90  percent  of  the 
amount  it  received  under  this  subsection  in 
its  second  year  of  participation. 

"(3)(A)  If  the  amount  appropriated  for 
any  fiscal  year  is  less  than  the  amount  re- 
quired to  be  allocated  to  all  institutions 
under  paragraph  (11  of  this  subsection,  then 
the  amount  of  the  allocation  to  each  such 
institution  shall  be  ratably  reduced. 

"(B)  If  the  amount  appropriated  for  any 
fiscal  year  is  more  than  the  amount  required 
to  be  allocated  to  all  institutions  under 
paragraph  (II  but  less  than  the  amount  re- 
quired to  be  allocated  to  all  institutions 
under  paragraph  (2).  then— 

"(i)  the  Secretary  shall  allot  the  amount 
required  to  6c  allocated  to  all  institutions 
under  paragraph  (II.  and 

"(ii)  the  amount  of  the  allocation  to  each 
institution  under  paragraph  (21  shall  be  rat- 
ably reduced. 

"(C)  If  additional  amounts  are  appropri- 
ated for  any  such  fiscal  year,  such  reduced 
amounts  shall  be  increased  on  the  same 
basis  as  they  were  reduced  (until  the  amount 
allocated  equals  the  amount  required  to  ix 
allocated  under  paragraphs  (1)  and  (2)  of 
this  subsection). 

"(b)  Allocation  of  Excess  Based  on  Pro 
Rata  Share.— From  one-quarter  of  the  re- 
mainder of  the  amount  appropriated  pursu- 
ant to  section  413A(b)  for  any  fiscal  year 
(after  making  the  allocations  required  by 
subsection  (all.  the  Secretary  shall  allocate 
to  each  eligible  institution  an  amount 
which  bears  the  same  ratio  to  such  one-quar- 
ter as  the  amount  the  eligible  institution  re- 
ceives for  such  fiscal  year  under  subsection 
(a)  bears  to  the  amount  all  such  institutions 
receive  under  such  subsection  (ai. 

"(c)  Allocation  of  Excess  Based  on  Fair 
Share.— (II  From  three-quarters  of  the  re- 
mainder of  the  amount  appropriated  pursu- 
ant to  section  413A(bi  .for  each  year  (after 
making  the  allocations  required  by  subsec- 
tion (a)),  the  Secretary  shall  allocate  to  each 
eligible  institution  which  has  an  excess  eli- 
gible amount  an  amount  which  tiears  the 
same  ratio  to  such  remainder  as  such  excess 
eligible  amount  bears  to  the  sum  cf  the 
excess  eligible  amounts  of  all  such  eligible 
institutions  (having  such  excess  eligible 
amounts). 

"(21  For  any  eligible  institution,  the  excess 
eligible  amount  is  the  amounL  if  any,  by 
which— 

"(Aid)  the  amount  of  that  institution's 
need  (as  determined  under  subsection  (d)). 
divided  by^ii)  the  sum  of  the  need  of  all  in- 
stitutions (as  so  determined),  multiplied  by 
(Hi)  the  amount  appropriated  pursuant  to 
section  413A(b>  of  the  .fiscal  year:  exceeds 

'IB'  the  amount  required  to  be  allocated 
to  that  institution  under  subsection  (a). 

"(d)  Determination  of  Institution's 
Need.— (1 1  The  amount  of  an  institution's 
need  is  equal  to— 

"(A)  the  sum  of  the  need  of  the  institu- 
tion's eligible  undergraduate  students; 
minus 

"(BI  the  sum  of  grant  aid  received  by  stu- 
dents under  subparts  1  and  3  of  this  part. 

"(21  To  determine  the  need  of  an  institu- 
tion's eligible  undergraduate  students,  the 
Secretary  shall— 

"(A)  establish  various  income  categories 
for  dependent  and  independent  undergradu- 
ate students; 

"(Bi  establish  an  expected  family  contri- 
bution for  each  incom£  category  of  depend- 
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ent  and  independent  undergraduate  stu- 
dents, determined  on  the  basis  of  the  aver- 
age expected  family  contribution  (computed 
in  accordance  with  part  F  of  this  title/  of  a 
representative  sample  within  each  incorne 
category  for  the  second  preceding  fiscal 
year: 

"ICJ  compute  75  percent  of  the  average 
cost  of  attendance  for  all  undergraduate  stu- 
dents: 

"(Di  multiply  the  number  of  eligible  de- 
pendent students  in  each  income  category 
by  the  lesser  of— 

"liJ  75  percent  of  the  average  cost  of  at- 
tendance for  all  undergraduate  students  de- 
termined under  subparagraph  (C>:  or 

"liil  the  average  cost  of  attendance  for  all 
undergraduate  students  minus  the  expected 
family  contribution  determined  under  sub- 
paragraph (B)  for  that  income  category. 
except  that  the  amount  computed  by  such 
subtraction  shall  not  be  less  than  zero: 

"IE)  add  the  amounts  determined  under 
subparagraph  ID)  for  each  income  category 
of  dependent  students: 

"IF)  multiply  the  number  of  eligible  inde- 
pendent students  in  each  income  category 
by  the  lesser  of— 

"H)  75  percent  of  the  ai'erage  cost  of  at- 
tendance for  all  undergraduate  students  de- 
termined under  subparagraph  lO:  or 

"Hi)  the  average  cost  of  attendance  for  all 
undergraduate  students  minus  the  expected 
family  contribution  determined  under  sub- 
paragraph IB)  for  that  income  category, 
except  that  the  amount  computed  by  such 
subtraction  for  any  income  category  shall 
not  be  less  than  zero: 

"IG)  add  the  amounts  determined  under 
subparagraph  IF)  for  each  income  category 
of  independent  students:  and 

"IH)  add  the  amounts  determined  under 
subparagraphs  lE)  and  IG). 

"13)1  A)  For  purposes  of  paragraph  12),  the 
term  'average  cost  of  attendance'  means  the 
average  of  the  attendance  costs  for  under- 
graduate students  and  for  graduate  and  pro- 
fessional students,  which  shall  include  H) 
tuition  and  fees  determined  in  accordance 
icith  subparagraph  IB).  Hi)  standard  living 
expenses  determined  in  accordance  with 
subparagraph  IC).  and  liii)  books  and  sup- 
plies determined  in  accordance  with  sub- 
paragraph ID). 

"IB)  The  average  undergraduate  and 
graduate  and  professional  tuition  and  fees 
described  in  subparagraph  iA)li)  shall  be 
computed  on  the  basis  of  information  re- 
ported by  the  institution  to  the  Secretary, 
which  shall  include  H)  total  revenue  re- 
ceived by  the  institution  from  undergradu- 
ate and  graduate  tuition  and  fees  for  the 
second  year  preceding  the  year  for  which  it 
is  applying  for  an  allocation,  and  Hi)  the  in- 
stitution's enrollment  for  such  second  pre- 
ceding year. 

"lO  The  standard  living  expense  de- 
scribed in  subparagraph  IA)Hi)  is  equal  to 
three-fourths  in  the  Pell  Grant  family  size 
offset  for  a  single  independent  student. 

"ID)  The  allowance  for  books  and  supplies 
described  in  subparagraph  (A)liii)  is  equal 
to  $450. 

"le)  Reallocation  of  Excess  Alloca- 
Tioss.-lf  an  institution  returns  to  the  Sec- 
retary any  portion  of  the  sums  allocated  to 
such  institution  under  this  section  for  any 
fiscal  year  the  Secretary  shall,  in  accordance 
with  regulations,  reallocate  such  excess  to 
other  institutions. 

"If)  Filing  Deadlines.— The  Secretary 
shall,  from  time  to  time,  set  dates  before 
which  institutions  must  file  applications  for 
allocations  under  this  part 


"Subpart  3— Grants  to  States  for  State 

Student  Incentives 
"purpose:  appropriations  authorized 

"Sec.  415A.  la)  Purpose  of  Subpart.— It  is 
the  purpose  of  this  subpart  to  make  incen- 
tive grants  available  to  the  States  to  assist 
them  in  providing  grants  to  eligible  students 
attending  instituti07is  of  higher  education 
and  grants  to  eligible  students  for  campus- 
based  community  service  work  learning 
study. 

"lb)  Authoritlation  of  Appropriations: 
Availability.— 11)  There  are  authorized  to  be 
appropriated  $85,000,000  for  fiscal  year 
1987.  and  such  sums  as  may  be  necessary  for 
the  4  succeeding  fiscal  years. 

"12)  Sums  appropriated  pursuant  to  para 
graph  11)  for  any  fiscal  year  shall  remain 
available  for  payments  to  States  under  this 
subpart  until  the  end  of  the  fiscal  year  suc- 
ceeding the  fiscal  year  for  which  such  sums 
were  appropriated. 

"allotment  among  states 

"Sec.  415B.  la)  Allotment  Based  on 
Number  of  Eligible  Students  in  Attend- 
ance.—il)  From  the  sums  appropriated  pur- 
suant to  section  415Alb)ll)  for  any  fiscal 
year,  the  Secretary  shall  allot  to  each  State 
an  amount  which  bears  the  same  ratio  to 
such  sums  as  the  number  of  students  who 
are  deemed  eligible  in  such  State  for  partici- 
pation in  the  grant  program  authorized  by 
this  subpart  bears  to  the  total  number  of 
such  students  in  all  the  States,  except  that 
no  State  shall  receive  less  than  the  State  re- 
ceived for  fiscal  year  1979. 

"12)  For  the  purpose  of  this  subsection,  the 
number  of  students  who  are  deemed  eligible 
in  a  State  for  participation  in  the  grant  pro- 
gram authorized  by  this  subpart,  and  the 
numt>er  of  such  students  in  all  the  States, 
shall  be  determined  for  the  most  recent  year 
for  which  satisfactory  data  are  available. 

"lb)  REALLOTMENT.—The  amount  of  any 
State's  allotment  under  subsection  la)  for 
any  fiscal  year  which  the  Secretary  deter- 
mines will  not  be  required  for  such  fiscal 
year  for  the  State  student  grant  incentive 
program  of  that  State  shall  be  available  for 
reallotment  from  time  to  time,  on  such  dates 
during  such  year  as  the  Secretary  may  fix,  to 
other  States  in  proportion  to  the  original  al- 
lotments to  such  States  under  such  part  for 
such  year,  but  with  such  proportionate 
amount  for  any  of  such  States  t>eing  reduced 
to  the  extent  it  exceeds  the  sum  the  Secretary 
estimates  such  State  needs  and  will  be  able 
to  use  for  such  year  for  carrying  out  the 
State  plan.  The  total  of  such  reductions 
shall  be  similarly  reallotted  among  the 
States  whose  proportionate  amounts  were 
not  so  reduced.  Any  amount  reallotted  to  a 
State  under  this  part  during  a  year  from 
funds  appropriated  pursuant  to  section 
415Alb)lll  shall  be  deemed  part  of  its  allot- 
ment under  subsection  la)  for  such  year. 

"lc>  Allotments  Subject  to  Continuing 
Compliance.— TTie  Secretary  shall  make  pay- 
ments for  continuing  incentive  grants  only 
to  Stales  which  continue  to  meet  the  re- 
quirements of  section  415Clb). 

"APPLICATIONS  FOR  STATE  STUDENT  INCENTIVE 
GRANT  PROGRAMS 

"Sec.  415C.  la)  Submission  and  Contents 
OF  Applications.-A  State  which  desires  to 
obtain  a  payment  under  this  subpart  for 
any  fiscal  year  shall  submit  annually  an  ap- 
plication therefor  through  the  Slate  agency 
administering  its  program  under  this  sub- 
part as  of  July  1.  1985.  unless  the  Governor 
of  that  State  so  designates,  in  writing,  a  dif- 
ferent agency  to  administer  the  program. 
The  application  shall  contain  such  informa- 
tion as  may  be  required  by,  or  pursuant  to. 


regulation  for  the  purpose  of  enabling  the 
Secretary  to  make  the  determinations  re- 
quired under  this  subpart 

"lb)  Payment  of  Federal  Share  of  Grants 
Made  by  Qualified  Program.— From  a 
State's  allotment  under  this  subpart  for  any 
fiscal  year  the  Secretary  is  authorized  to 
make  payments  to  such  Slate  for  paying  up 
to  50  percent  of  the  amount  of  student 
grants  pursuant  to  a  State  program  which— 

"ID  is  administered  by  a  single  State 
agency: 

"12)  provides  that  such  grants  will  be  in 
amounts  not  in  excess  of  $2,500  per  academ- 
ic year  lA)  for  attendance  on  a  full-time 
basis  at  an  institution  of  higher  education, 
and  IB)  for  campus-based  community  serv- 
ice work  learning  study  jobs: 

""13)  provides  that- 

""(A)  not  more  than  20  percent  of  the  allot- 
ment to  the  State  for  each  fiscal  year  may  be 
used  for  the  purpose  described  in  paragraph 
I2)IB): 

"'IB)  grants  for  the  campus-based  commu- 
nity work  learning  study  jobs  may  be  made 
only  to  students  who  are  otherwise  eligible 
for  assistance  under  this  subpart:  and 

""lO  grants  for  such  jobs  be  made  in  ac- 
cordance with  the  provisions  of  section 
443lb)ll): 

"14)  provides  for  the  selection  of  recipients 
of  such  grants  or  of  such  State  work-study 
jobs  on  the  basis  of  substanticU  financial 
need  determined  annually  on  the  basis  of 
criteria  established  by  the  State  and  ap- 
proved by  the  Secretary: 

"15)  provides  that  effective  with  respect  to 
any  academic  year  beginning  on  or  after  Oc- 
tober 1.  1978,  all  nonprofit  institutions  of 
higher  education  in  the  State  are  eligible  to 
participate  in  the  State  program,  except  in 
any  State  in  which  participation  of  non- 
profit institutions  of  higher  education  is  in 
violation  of  the  constitution  of  the  State  or 
in  any  State  in  which  participation  of  non- 
profit institutions  of  higher  education  is  in 
violation  of  a  statute  of  the  State  which  was 
enacted  prior  to  Octotter  1,  1978: 

""16)  provides  for  the  payment  of  the  non- 
Federal  portion  of  such  grants  or  of  such 
work-study  jobs  from  funds  supplied  by  such 
State  which  represent  an  additional  expend- 
iture for  such  year  by  such  State  for  grants 
or  work-study  jobs  for  students  attending  in- 
stitutions of  higher  education  over  the 
amount  expended  by  such  Stale  for  such 
grants  or  work-study  jobs,  if  any.  during  the 
second  fiscal  year  preceding  the  fiscal  year 
in  which  such  State  initially  received  funds 
under  this  subpart 

""17)  provides  that  if  the  institution's  allo- 
cation under  this  subpart  is  based  in  part 
on  the  financial  need  demonstrated  by  stu- 
dents attending  the  institution  less  than  full 
time,  a  reasonable  proportion  of  the  institu- 
tion's allocation  shall  be  made  available  to 
such  students: 

""18)  provides  for  State  expenditures  under 
such  program  of  an  amount  not  less  than 
the  average  annual  aggregate  expenditures 
for  the  preceding  three  fiscal  years  or  the  av- 
erage annual  expenditure  per  full-time 
equivalent  student  for  such  years: 

""19)  provides  lA)  for  such  fiscal  control 
and  fund  accounting  procedures  as  may  be 
necessary  to  assure  proper  disbursement  of 
and  accounting  for  Federal  funds  paid  to 
the  State  agency  under  this  subpart  and  IB) 
for  the  making  of  such  reports,  in  such  form 
and  containing  such  information,  as  may  be 
reasonably  necessary  to  enable  the  Secretary 
to  perform  his  functions  under  this  subpart 
and 
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"(10/  for  any  academic  year  beginning 
after  June  30, 1987,  provides  the  non-Federal 
share  of  the  amount  of  student  grants  or 
work-study  jobs  under  this  subpart  through 
a  direct  appropriation  of  State  funds  for  the 
program  under  this  subpart. 

"(c)  Reservation  and  Disbursement  of  Al- 
lotments AND  REALLOTMENTS.—Upon  his  ap- 
proval of  any  application  for  a  payment 
under  this  subpart,  the  Secretary  shall  re- 
serve from  the  applicable  allotment  (includ- 
ing any  applicable  reallotmenti  available 
therefor,  the  amount  of  such  payment,  which 
(subject  to  the  limits  of  such  allotment  or  re- 
allotment/  shall  be  equal  to  the  Federal 
share  of  the  cost  of  the  students'  incentive 
grants  or  work-study  jobs  covered  by  such 
application.  The  Secretary  shall  pay  such  re- 
served amount,  in  advance  or  by  way  of  re- 
imbursement and  in  such  installm.ents  as 
the  Secretary  may  determine.  The  Secretary 
may  amend  the  reservation  of  any  amount 
under  this  section,  either  upon  approval  of 
an  amendment  of  the  application  or  upon 
revision  of  the  estimated  cost  of  the  student 
grants  or  work-study  jobs  with  respect  to 
which  such  reservation  was  made.  If  the  Sec- 
retary  approves  an  upward  revision  of  such 
estimated  cost,  the  Secretary  may  reserve  the 
Federal  share  of  the  added  cost  only  from 
the  applicable  allotment  (or  reallotment) 
available  at  the  time  of  such  approval 

"ADMINISTRATION  OF  STATE  PROGRAMS;  JUDICIAL 
REVIEW 

"Sec.  415D.  (a)  Disapproval  of  Applica- 
tions; Suspension  of  Eligibility.— di  The 
Secretary  shall  not  finally  disapprove  any 
application  for  a  State  program  submitted 
under  section  415C,  or  any  modification 
thereof  without  first  affording  the  State 
agency  submitting  the  program  reasonable 
notice  and  opportunity  for  a  hearing. 

"(2)  Whenever  the  Secretary,  after  reason- 
able notice  and  opportunity  for  hearing  to 
the  State  agency  administering  a  State  pro- 
gram approved  under  this  subpart,  finds— 

"(A)  that  the  State  program  has  been  so 
changed  that  it  no  longer  complies  with  the 
provisions  of  this  subpart,  or 

"(Bl  that  in  the  administration  of  the  pro- 
gram there  is  a  failure  to  comply  substan- 
tially with  any  such  provisions, 
the  Secretary  shall  notify  such  State  agency 
that  the  State  will  not  be  regarded  as  eligible 
to  participate  in  the  program  under  this 
subpart  until  he  is  satisfied  that  there  is  no 
longer  any  such  failure  to  comply. 

"(bl  Review  of  Decisions.— (1/  If  any  State 
is  dissatisfied  with  the  Secretary's  final 
action  with  respect  to  the  approval  of  its 
State  program  submitted  under  this  subpart 
or  with  his  final  action  under  subsection 
(a),  such  State  may  appeal  to  the  United 
States  court  of  appeals  for  the  circuit  in 
which  such  State  is  located.  The  summons 
and  notice  of  appeal  may  be  served  at  any 
place  in  the  United  States.  The  Commission- 
er shall  forthwith  certify  and  file  in  the 
court  the  transcript  of  the  proceedings  and 
the  record  on  which  he  based  his  action. 

"(2)  The  findings  of  fact  by  the  Secretary, 
if  supported  by  substantial  evidence,  shall 
be  conclusive;  but  the  court,  for  good  cause 
shown,  may  remand  the  case  to  the  Secre- 
tary to  take  further  evidence,  and  the  Secre- 
tary may  thereupon  make  new  or  modified 
findings  of  fact  and  may  modify  his  previ- 
ous action,  and  shall  certify  to  the  court  the 
transcript  and  record  of  further  proceedings. 
Such  new  or  modified  findings  of  fact  shall 
likevDise  be  conclusive  if  supported  by  sub- 
stantial evidence. 

'!(3J  The  court  shall  have  jurisdiction  to 
affirm  the  action  of  the  Secretary  or  to  set  it 


aside,  in  whole  or  in  part  The  judgment  of 
the  court  shall  be  subject  to  review  by  the 
Supreme  Court  of  the  United  States  ui)on 
certiorari  or  certification  as  provided  in 
title  28,  United  States  Code,  section  1254. 
"definition 
"Sec.  415E.  For  the  purpose  of  this  sub- 
part, the  term  'community  service'  means 
services,  including  direct  service,  planning, 
and  applied  research  which  are  identified  by 
an  institution  of  higher  education,  through 
formal  or  informal  consultation  with  local 
nonprofit,  governmental,  and  community- 
based  organizations,  and  which— 

"(1)  are  designed  to  improve  the  quality  of 
life  for  community  residents,  particularly 
low-income  individuals,  or  to  solve  particu- 
lar problems  related  to  the  needs  of  such 
residents,  including  but  not  limited  to,  such 
fields  as  health  care,  child  care,  education, 
literary  training,  welfare,  social  services, 
public  safety,  crime  prevention  and  control, 
transportation,  recreation,  housing  and 
neighborhood  improvement,  rural  develop- 
ment, and  community  improvement;  and 

"(2)  provide  participating  students  with 
work-learning  opportunities  related  to  their 
educational  or  vocational  programs  or 
goals. 

"Subpart  4— Special  Programs  for  Students 
From  Disadvantaged  Backgrounds 

"program  authority;  authorization  of 
appropriations 

"Sec.  417A.  (a)  Grants  and  Contracts  Au- 
THORizED.—The  Secretary  ihall,  in  accord- 
ance with  the  provisions  of  this  subpart, 
carry  out  a  program  of  making  grants  and 
contracts  designed  to  identify  qualified  in- 
dividuals from  disadvantaged  backgrounds, 
to  prepare  them  for  a  program  of  postsec- 
ondary  education,  to  provide  support  serv- 
ices for  such  students  who  are  pursuing  pro- 
grams of  postsecondary  education,  and  to 
train  indiiiduals  serving  or  preparing  for 
service  in  programs  and  projects  so  de- 
signed. 

"(b)  Eligible  Grant  and  Contract  Recipi- 
ENTS.-di  For  the  purposes  described  in  sub- 
section (a),  the  Secretary  is  authorized, 
without  regard  to  section  3709  of  the  Re- 
vised Statutes  (41  U.S.C.  51,  to  make  grants 
to.  and  contracts  with,  institutions  of  higher 
education,  public  and  private  agencies  and 
organizations,  and,  in  exceptional  circum- 
stances, secondary  schools  for  planning,  de- 
veloping, or  carrying  out  one  or  more  of  the 
services  assisted  under  this  subpart. 

"(21  In  making  grants  and  contracts 
under  this  subpart,  the  Secretary  shall  con- 
sider the  prior  experience  of  service  delivery 
under  the  particular  program  for  which 
funds  are  sought  by  each  applicant.  For 
fiscal  years  after  1985.  the  level  of  consider- 
ation given  to  prior  experience  shall  not 
vary  from  the  level  of  consideration  given 
this  factor  for  fiscal  year  1985. 

"(c)  Authorization  of  Appropriations.— 
For  the  purpose  of  making  grants  and  con- 
tracts under  this  subpart,  there  are  author- 
ized to  be  appropnated  $205,000,000  for 
fiscal  year  1987,  and  such  sums  as  may  be 
necessary  for  the  4  succeeding  fiscal  years. 

"(d)  Definitions.— For  the  purpose  of  this 
subpart— 

"(1)  the  term  'first  generation  college  stu- 
dent' means— 

"(A)  an  individual  both  of  whose  parents 
did  not  complete  a  baccalaureate  degree;  or 

"(B)  in  the  case  of  any  indiindual  who  reg- 
ularly resided  with  and  received  support 
from  only  one  parent,  an  individual  whose 
only  such  parent  did  not  complete  a  bacca- 
laureate degree; 


"(2)  the  term  low-income  individual' 
means  an  individual  from  a  family  whose 
taxable  income  for  the  preceding  year  did 
not  exceed  150  percent  of  an  amount  equal 
to  the  poverty  level  determined  by  using  cri- 
teria of  poverty  established  by  the  Bureau  of 
the  Census;  and 

"(3)  no  veteran  shall  be  deemed  ineligible 
to  participate  in  any  program  under  this 
subpart  by  reason  of  such  individual's  age 
who— 

"(A)  served  on  actix>e  duty  for  a  period  of 
more  than  180  days,  any  part  of  which  oc- 
curred after  January  31,  1955,  and  was  dis- 
charged or  released  therefrom  under  condi- 
tions other  than  dishonorable;  or 

"(B)  served  on  active  duly  after  January 
31,  1955,  and  was  discharged  or  released 
therefrom  because  of  a  service  connected 
disability. 

"talent  search  -__, 

"Sec.  417B.  (a)  Program  Authority.— The 
Secretary  shall  carry  out  a  program  to  be 
known  as  talent  search  which  shall  be  de- 
signed— 

"(1)  to  identify  qualified  youtfis  with  po- 
tential for  education  at  the  postsecondary 
level  and  to  encourage  such  youth  to  com- 
plete secondary  school  and  to  undertake  a 
program  of  postsecondary  education; 

"(2)  to  publicize  the  availability  of  stu- 
dent financial  assistance  available  to  per- 
sons who  pursue  a  program  of  postsecond- 
ary education;  and 

"(3)  to  encourage  persons  who  have  not 
completed  programs  of  education  at  the  sec- 
ondary or  postsecondary  level,  but  who  have 
the  ability  to  complete  such  programs,  to  re- 
enter such  programs. 

"(b)  Tutorial  Services.— A  talent  search 
project  assisted  under  this  subpart  may  in- 
clude, in  addition  to  the  services  described 
in  paragraphs  (1),  (2),  and  (3)  of  subsection 
(a),  tutorial  services  for  youths  being  en- 
couraged to  undertake  or  reenter  programs 
of  postsecondary  education  if  such  tutorial 
services  are  not  otherwise  available  to  such 
youths  through  a  project  assisted  under  this 
subpart. 

"(c)  Requirements  for  Approval  of  Appli- 
cations.— In  approving  applications  for 
talent  search  projects  under  this  subpart  for 
any  fiscal  year  the  Secretary  shall— 

"(1)  require  an  assurance  that  not  less 
than  two-thirds  of  the  youths  participating 
in  the  project  proposed  to  be  carried  out 
under  any  application  be  low-income  indi- 
viduals who  are  first  generation  college  stu- 
dents; 

"(2)  require  that  such  participants  be  per- 
sons who  either  have  completed  6  years  of  el- 
ementary education  or  are  at  least  12  years 
of  age  but  not  more  than  27  years  of  age, 
unless  the  imposition  of  any  such  limitation 
with  respect  to  any  person  loould  defeat  the 
purposes  of  this  section  or  the  purposes  of 
section  41 7E; 

"(3)  require  an  assurance  that  individuals 
participating  in  the  project  proposed  in  the 
application  do  not  have  access  to  services 
from  another  project  funded  under  this  sec- 
tion or  under  section  417E;  and 

"(4)  require  assurances  that  the  project 
will  be  located  in  a  setting  accessible  to  the 
persons  proposed  to  be  served  by  the  project 

"UPWARD  BOUND 

"Sec.  417C.  (a)  Program  Authority.— The 
Secretary  shall  carry  out  a  program  to  be 
known  as  upward  bound  which  shall  be  de- 
signed to  generate  skills  and  motivation 
necessary  for  success  in  education  beyond 
high  school 
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"lb/  PERiuisaiBLE  Services.— Any  upward 
bound  project  assisted  under  the  subpart 
may  provide  services  such  as— 

"il>  instruction  m  reading,  writing,  study 
skills,  matheviatics.  and  other  subjects  nec- 
essary/or success  beyond  high  school: 

"12)  personal  counseling: 

"13/  academic  advice  and  assistance  in 
high  school  course  selection: 

"ID  tutorial  services: 

"15/  exposure  to  cultural  events,  academic 
programs,  and  other  activities  not  usually 
available  to  disadvantaged  youth: 

"16/  activities  designed  to  acquaint  youths 
participating  m  the  project  with  the  range 
of  career  options  available  to  them: 

"17/  instruction  designed  to  prepare 
youths  participating  in  the  project  for  ca- 
reers in  which  persons  from  disadvantaged 
backgrounds  are  particularly  underrepre- 
sented: 

"18/  on-campus  residential  programs:  and 

"19/  programs  and  activities  as  described 
in  paragraphs  U/  through  18/  which  are  spe- 
cially designed  for  students  of  limited  Eng- 
lish proficiency. 

"ic/  Reqv/remests  for  Approval  of  Appli- 
cations.—In  approving  applications  for 
upward  bound  projects  under  this  subpart 
for  any  fiscal  year  the  Secretary  shall— 

"111  require  an  assurance  that  not  less 
than  two-thirds  of  the  youths  participating 
in  the  project  proposed  to  be  carried  out 
under  any  application  be  low-income  indi- 
viduals who  are  first  generation  college  stu- 
dents: 

"12/  require  an  assurance  that  the  remain- 
ing youths  participating  in  the  project  pro- 
posed to  be  earned  out  under  any  applica- 
tion be  either  low-income  individuals  or  be 
first  generation  college  students: 

"13/  require  that  there  be  a  determination 
by  the  institution,  with  respect  to  each  par- 
ticipant in  such  project,  that  the  partici- 
pant has  a  need  for  academic  support  in 
order  to  pursue  successfully  a  program  of 
education  beyond  high  school:  and 

"14/  require  that  such  participants  be  per- 
sons who  have  completed  8  years  of  elemen- 
tary education  and  are  at  least  13  years  of 
age  but  not  more  than  19  years  of  age,  unless 
the  imposition  of  any  such  limitation  would 
defeat  the  purposes  of  this  section. 

"Id/  Maximvm  Stipends.  — Youths  partici- 
pating in  a  project  proposed  to  be  carried 
out  under  any  application  may  be  paid  sti- 
pends not  m  excess  of  $60  per  month  during 
June.  July,  and  August,  and  not  in  excess  of 
S40  per  month  during  the  remaining  period 
Of  the  year. 

"STUDENT  SUPfORT  SER  VICES 

"Sec.  417D.  la/  Program  Authority. —The 
Secretary  shall  carry  out  a  program  to  be 
known  as  student  support  sen'ices  iherein- 
after  referred  to  as  student  support  serv- 
ices '/. 

"lb/  Permissible  Services.— A  support 
services  project  assisted  under  this  subpart 
may  provide  services  such  as— 

"11/  instruction  in  reading,  writing,  study 
skills,  mathematics,  and  other  subjects  nec- 
essary for  success  beyond  high  school: 

"12/  personal  counseling: 

"13/  academic  advice  and  assistance  in 
course  selection: 

"14/  tutorial  services  and  counseling  and 
peer  counseling: 

"15/  exposure  to  cultural  events  and  aca- 
demic programs  not  usually  available  to  dis- 
advantaged students: 

"16/  activities  designed  to  acquaint  stu- 
dents participating  in  the  project  with  the 
range  of  career  options  available  to  them: 

"17/  activities  designed  to  assist  students 
participating  in  the  project  in  securing  ad- 


mission and  financial  assistance  for  enroll- 
ment in  graduate  and  professional  pro- 
grams: 

"18/  activities  designed  to  assist  students 
currently  enrolled  in  2-year  institutions  in 
securing  admission  and  financial  assistance 
for  enrollment  in  a  four-year  program  of 
postsecondary  education:  and 

"19/  programs  and  activities  as  described 
in  paragraphs  111  through  18/  which  are  spe- 
cially designed  for  students  of  limited  Eng- 
lish proficiency. 

"Ic/  Requirements  for  Approval  of  Appli- 
cations.—In  approving  applications  for  sup- 
port services  projects  under  this  subpart  for 
any  fiscal  year  the  Secretary  shall— 

"11/  require  an  assurance  that  not  less 
than  two-thirds  of  the  persons  participating 
in  the  project  proposed  to  be  earned  out 
under  any  application— 

"I A I  be  physically  handicapped,  or 

"IBI  be  low-income  individuals  who  are 
first  generation  college  students: 

"12/  require  an  assurance  that  the  remain- 
ing students  participating  in  the  project 
proposed  to  be  carried  out  under  any  appli- 
cation either  be  low-income  individuals, 
first  generation  college  students,  or  phys- 
ically handicapped: 

"13/  require  that  there  be  a  determination 
by  the  institution,  with  respect  to  each  par- 
ticipant in  such  project,  that  the  partici- 
pant has  a  need  for  academic  support  in 
order  to  pursue  successfully  a  program  of 
education  beyond  high  school: 

"14/  require  that  such  participants  be  en- 
rolled or  accepted  for  enrollment  at  the  in- 
stitution which  is  the  recipient  of  the  grant 
or  contract:  and 

"15/  require  an  assurance  from  the  instilu- 
tioti  which  IS  the  recipient  of  the  grant  or 
contract  that  each  student  enrolled  in  the 
project  will  receive  sufficient  financial  as- 
sistance to  meet  that  student's  full  financial 
need. 

"Id/  Post-Baccalaureate  Achievement 
Program  Authority.— 11/  The  Secretary 
shall  carry  out  a  program  to  be  known  as 
the  "Post-Baccalaureate  Achievement  Pro- 
gram". 

"12/  A  post-baccalaureate  achievement 
project  assisted  under  this  subsection  may 
provide  sennces  such  as— 

"lA/  opportunities  for  research  or  other 
scholarly  activities  at  the  institution  or  at 
graduate  centers  designed  to  provide  stu- 
dents with  effective  preparation  for  doctoral 
study: 

"IB/  summer  internships: 

"IC/  seminars  and  other  educational  ac- 
tivities designed  to  prepare  students  for  doc- 
toral study: 

"ID/  tutoring: 

"IE/  academic  counseling:  and 

"IF/  activities  designed  to  assist  students 
participating  in  the  project  in  securing  ad- 
mission to  and  financial  assistance  for  en- 
rollment in  graduate  programs. 

"12/  In  approving  applications  for  post- 
baccalaureate  achievement  projects  assisted 
under  this  subsection  for  any  fiscal  year,  the 
Secretary  shall  require— 

"lA/  an  assurance  that  not  less  than  two- 
thirds  of  the  individuals  participating  in 
the  project  proposed  to  be  carried  out  under 
any  application  be  low-income  individuals 
who  are  first-generation  college  students: 

"IB/  an  assurance  that  the  remaining  per- 
sons participating  in  the  project  proposed  to 
be  carried  out  be  from  a  group  that  is  under- 
represented  in  graduate  education: 

"ICI  an  assurance  that  participants  be  en- 
rolled in  a  degree  program  at  an  eligible  in- 
stitution in  accordance  with  the  provisions 
of  section  487;  and 


"ID/  an  assurance  that  participants  in 
summer  research  internships  have  complet- 
ed their  sophomore  year  in  post-secondary 
education. 

"14/  In  addition  to  such  other  selection 
cnteria  as  may  be  prescribed  by  regulations, 
the  Secretary  shall  consider  in  making 
awards  to  institutions  under  this  subsec- 
tion— 

"I A/  the  quality  of  research  and  other 
scholarly  activities  in  which  students  will  be 
involved: 

"IB/  the  level  of  faculty  involvement  in  the 
project  and  the  description  of  the  research 
in  which  students  will  be  involved:  and 

"IC/  the  institution's  plan  for  identifying 
and  recruiting  participants  including  stu- 
dents enrolled  in  projects  authorized  under 
this  subsection. 

"15/  Students  participating  in  research 
under  a  post-baccalaureate  achievement 
project  may  receive  stipends  not  to  exceed 
$2,400  per  annum. 

"16/  No  funds  shall  be  allocated  to  projects 
authorized  under  this  subsection  until 
projects  authorized  the  other  provisions  of 
this  subpart  are  allocated  a  minimum  of 
$168,800,000.  and  in  no  case  shall  funds  allo- 
cated to  projects  authorized  under  this  sub- 
section exceed— 

■lAJ  $1,000,000  in  the  fiscal  year  1988, 

"IB/  $2,000,000  in  the  fiscal  year  1989, 

■IC/  $3,000,000  in  the  fiscal  year  1990,  and 

•ID/  $4,000,000  in  the  fiscal  year  1991. 
"educational  opportunity  centers 

"Sec.  417E.  la)  Program  Authority:  Serv- 
ices Provided.— The  Secretary  shall  carry 
out  a  program  to  be  known  as  educational 
opportunity  centers  which  shall  be  de- 
signed— 

"11/  to  provide  information  with  respect 
to  financial  and  academic  assistance  avail- 
able for  individuals  desiring  to  pursue  a 
program  of  postsecondary  education:  and 

"12/  to  provide  assistance  to  such  persons 
in  applying  for  admission  to  institutions  at 
which  a  program  of  postsecondary  educa- 
tion is  offered,  including  preparing  neces- 
sary applications  for  use  by  admissions  and 
financial  aid  officers. 

""lb/  Tutorial  and  Counseling  Services.— 
An  educational  opportunity  center  assisted 
under  this  subpart  may  provide,  in  addition 
to  the  senices  described  in  paragraphs  11/ 
and  121  of  subsection  la/,  tutorial  and  coun- 
seling services  for  persons  participating  in 
the  project  if  such  tutorial  and  counseling 
sen'ices  are  not  otherwise  available  through 
a  project  assisted  under  this  subpart. 

"Ic/  Requirements  for  Approval  of  Appli- 
CATIONS.— In  approving  applications  for  edu- 
cational opportunity  centers  under  this  sub- 
part for  any  fiscal  year  the  Secretary  shall— 

"11/  require  an  assurance  that  not  less 
than  two-thirds  of  the  persons  participating 
in  the  project  proposed  to  be  carried  out 
under  any  application  be  low-income  indi- 
viduals who  are  first  generation  college  stu- 
dents: 

""12/  require  that  such  participants  l/e  per- 
sons who  are  at  least  nineteen  years  of  age, 
unless  the  imposition  of  such  limitation 
with  respect  to  any  person  would  defeat  the 
purposes  of  this  section  or  the  purposes  of 
section  417B:  and 

""13/  require  an  assurance  that  individuals 
participating  in  the  project  proposed  in  the 
application  do  not  have  access  to  services 
from  another  project  funded  under  this  sec- 
tion or  under  section  41 7B. 

'".STAFF  DEVELOPMENT  ACTIVITIES 

"Sec.  417F.  For  the  purpose  of  improving 
the  operation  of  the  programs  and  projects 
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authorized  by  this  subpart,  the  Secretary  is 
authorized  to  make  grants  to  institutions  of 
higher  education  and  other  public  and  pri- 
vate nonprofit  institutions  and  organiza- 
tions to  provide  training  for  staff  and  lead- 
ership personnel  employed  in,  or  preparing 
for  employment  in,  such  programs  and 
projects.  Such  traiiiing  shall  include  confer- 
ences, internships,  seminars,  workshops, 
and  the  publication  of  manuals  designed  to 
improve  the  operation  of  such  programs  and 
projects  and  shall  be  carried  out  in  the  vari- 
ous regions  of  the  Nation  in  order  to  ensure 
that  the  training  opportunities  are  appro- 
priate to  meet  the  needs  in  the  local  areas 
being  sensed  by  such  programs  and  projects. 
Grants  for  the  purposes  of  this  section  shall 
be  made  only  after  consultation  with  region- 
al arid  State  professional  associations  of 
persons  having  special  knowledge  with  re- 
spect to  the  needs  and  problems  of  such  pro- 
grams and  projects. 

"Subpart  5— Special  Programs  for  Stu- 
dents Whose  Families  Are  Engaged  in  Mi- 
grant and  Seasonal  Farmwork 

"maintenance  and  expansion  of  existing 
programs 

"Sec.  418A.  (a)  Program  Authority.— The 
Secretary  shall  rnaintain  and  expand  exist- 
ing secondary  and  pastsecondary  high 
school  equivalency  program  and  college  as- 
sistance migrant  program  projects  located 
at  institutions  of  higher  education  oral  pri- 
vate nonprofit  organizations  working  in  co- 
operation with  institutions  of  higher  educa- 
tion. 

"(bi  Services  Provided  by  High  School 
Equivalency  Program.— The  services  au- 
thorized by  this  subpart  for  the  high  school 
equivalency  program  include— 

"111  recruitment  services  to  reach  persons 
who  are  17  years  of  age  and  over,  who  them- 
selves or  whose  parents  have  spent  a  mini- 
mum of  75  days  during  the  past  24  months 
in  migrant  and  seasonal  farmwork,  and  who 
lack  a  high  school  diploma  or  its  equivalent: 

"121  educational  services  which  provide 
instruction  designed  to  help  students  obtain 
a  general  education  diploma  which  meets 
the  guidelines  established  by  the  State  in 
which  the  project  is  located  for  high  school 
equivalency; 

"(31  supportive  services  which  include  the 
following: 

"(A I  personal,  vocational,  and  academic 
counseling: 

"(BI  placement  services  designed  to  place 
students  in  a  university,  college,  or  junior 
college  program,  or  in  military  service  or 
career  positions:  and 

"(CI  health  sen^ices: 

"(4)  information  concerning  and  assist- 
ance in  obtaining  available  student  finan- 
cial aid; 

"(51  weekly  stipends  for  high  school 
equivalency  program  participants; 

"(61  housing  for  those  enrolled  in  residen- 
tial programs; 

"(71  exposure  to  cultural  events,  academic 
programs,  and  other  educational  and  cultur- 
al activities  usually  not  available  to  mi- 
grant youth;  and 

"181  other  essential  supportive  services,  as 
needed  to  ensure  the  success  of  eligible  stu- 
dents. 

"(cl  Services  Provided  by  College  Assist- 
ance Migrant  Program.— Services  author- 
ised by  this  subpart  for  the  college  assist- 
ance migrant  program  include— 

"Ul  outreach  and  recruitment  services  to 
reach  persons  who  themselves  or  whose  par- 
ents have  spent  a  minimum  of  75  days 
during  the  past  24  months  in  migrant  and 
seasonal  farmwork,  and  who  meet  the  mini- 


mum qualifications  for  attendance  at  a  col- 
lege or  university: 

"(21  supportive  and  instructional  services 
which  include: 

"(Al  personal,  academic,  and  career  coun- 
seling as  an  ongoing  part  of  the  program: 

"(B)  tutoring  and  acadeynic  skill  building 
instruction  and  assistance: 

"(Cl  assistance  with  special  admissions; 

"(Dl  health  services:  and 

"(El  other  services  as  necessary  to  assist 
students  in  completing  program  require- 
ments: 

"(31  assistance  in  obtaining  student  finan- 
cial aid  which  includes,  but  is  not  limited 
to: 

"(Al  stipends; 

"(BI  scholarships; 

"(Cl  student  travel: 

"(Dl  career  oriented  work  study: 

"(El  books  and  supplies; 

"(F)  tuition  and  fees: 

"(Gl  room  and  board:  and 

"(H)  other  assistance  necessary  to  assist 
students  in  completing  their  first  year  of 
college: 

"(41  housing  support  for  students  living  in 
institutional  facilities  and  commuting  stu- 
dents: 

"(51  exposure  to  cultural  events,  academic 
programs,  and  other  activities  not  usually 
available  to  migrant  youth;  and 

"(6)  other  support  services  as  necessary  to 
ensure  the  success  of  eligible  students. 

"(dl  Management  Plan  Required.— Each 
project  application  shall  include  a  manage-- 
ment  plan  which  contains  assurances  that 
staff  shall  have  a  demonstrated  knowledge 
and  be  sensitive  to  the  unique  characteris- 
tics and  needs  of  the  migrant  and  seasonal 
farmworker  population,  and  provisions  for: 

"(1)  staff  in-service  training: 

"(21  training  and  technical  assistance; 

"(31  staff  travel; 

"(4)  student  travel: 

"(5)  interagency  coordination;  and 

"(61  an  evaluation  plan. 

"(el  Three-year  Grant  Period:  Consider- 
ation of  Prior  Experience.— Except  under 
extraordinary  circumstances,  the  Secretary 
shall  award  grants  for  a  3-year  period.  For 
the  purpose  of  making  grants  under  this 
subpart,  the  Secretary  shall  consider  the 
prior  experience  of  service  delivery  Under 
the  particular  project  for  which  funds  are 
sought  by  each  applicant.  Such  prior  experi- 
ence shall  be  awarded  the  same  level  of  con- 
sideration given  this  factor  for  applicants 
for  programs  authorized  by  subpart  4  of  this 
part  in  accordance  with  section  417A(bl(2l. 

"(f)  Minimum  Allocations.— The  Secretary 
shall  not  allocate  an  amount  less  than— 

"(1)  $150,000  for  each  project  under  the 
high  school  equii'alency  program,  and 

"(21  $150,000  for  each  project  under  the 
college  assistance  migrant  program. 

"(gl  Authorization  of  Appropriations.— 
There  is  authorized  to  be  appropriated  for 
this  part  $9,000,000  for  fiscal  year  1987,  and 
such  sums  as  may  be  necessary  for  the  4  suc- 
ceeding fiscal  years. 

"Subpart  s-Robert  C.  Byrd  Honors 
Scholarship  Program 
"statement  of  purpose 
"Sec.  419A.  It  is  the  purpose  of  this  sub- 
part to  establish  a  Robert  C.  Byrd  Honors 
Scholarship  Program  to  promote  student  ex- 
cellence and  achievement  and  to  recognize 
exceptionally  able  students  who  show  prom- 
ise of  continued  excellence. 

"DEFINITION 

"Sec.  419B.  For  the  purpose  of  this  sub- 
part— 


"(II  the  term  'secondary  school'  has  the 
same  meaning  given  that  term  under  section 
198(al(7)  of  the  Elementary  and  Secondary 
Education  Act  of  1965;  and 

"(21  the  term  'State'  means  each  of  the  sev- 
eral States,  the  District  of  Columbia,  and 
the  Commonwealth  of  Puerto  Rico. 

"SCHOLARSHIPS  AUTHORIZED 

"Sec.  419C.  (al  Program  Authority.— The 
Secretary  is  authorized,  in  accordance  with 
the  provisions  of  this  subpart,  to  make 
grants  to  States  to  enable  the  States  to 
award  scholarships  to  individuals  who  have 
demonstrated  outstanding  academic 
achievement  and  who  show  promise  of  con- 
tinued academic  achievement. 

"(bl  Period  of  Award.— Scholarships 
under  this  section  shall  be  awarded  for  a 
period  of  one  academic  year  for  the  first 
year  of  study  at  an  institution  of  higher  edu- 
cation. 

"(cl  Use  At  any  Institution  Permitted.— A 
student  awarded  a  scholarship  under  this 
subpart  may  attend  any  institution  of 
higher  education. 

"(dl  Byrd  Scholars.— Indiinduals  award- 
ed scholarships  under  this  subpart  shall  be 
known  as  'Byrd  Scholars'. 

'  'ALLOC A  TION  AMONG  STA  TES 

"Sec.  419D.  From  the  sums  appropriated 
pursuant  to  section  419K  for  any  fiscal  year, 
the  Secretary  shall  allocate  to  each  State 
having  an  agreement  under  section  419E— 

"(II  $1,500  multiplied  by  the  number  of  in- 
dividuals in  the  State  eligible  for  scholar- 
ships pursuant  to  section  419G(b),  plus 

"(2)  $10,000.  plus  5  percent  of  the  amount 
to  which  a  State  is  eligible  under  paragraph 
(1)  of  this  section. 

"AGREEMENTS 

"Sec.  419E.  The  Secretary  shall  enter  into 
an  agreement  with  each  State  desiring  to 
participate  in  the  scholarship  program  au- 
thorized by  this  subpart  Each  such  agree- 
ment shall  include  provisions  designed  to 
assure  that— 

"(1)  the  State  educational  agency  will  ad- 
minister the  scholarship  program  author- 
ized by  this  subpart  in  the  State: 

"(2)  the  State  educational  agency  will 
comply  with  the  eligibility  and  selection 
provisions  of  this  subpart: 

"(3)  the  State  educational  agency  will  con- 
duct outreach  activities  to  publicize  the 
availability  of  scholarships  under  this  sub- 
part to  all  eligible  students  in  the  State, 
with  particular  emphasis  on  activities  de- 
signed to  assure  that  students  from  low- 
income  and  moderate-income  families  have 
access  to  the  information  on  the  opportuni- 
ty for  full  participation  in  the  scholarship 
program  authorized  by  this  subpart; 

"(4)  the  State  educational  agency  will  pay 
to  each  individual  in  the  State  who  is 
awarded  a  scholarship  under  this  subpart 
$1,500  at  an  awards  ceremony  in  accord- 
ance with  section  4191;  and 

"(51  the  State  educational  agency  will  use 
the  amount  of  the  allocation  described  in 
paragraph  (2)  of  section  419D  .for  adminis- 
trative expenses,  including  the  conduct  of 
the  awards  ceremony  required  by  sectio.n 
4191. 

"ELIGIBILITY  OF  SCHOLARS 

"Sec.  419F.  (al  High  School  Graduation 
OR  Equivalent  AND  Admission  to  Institution 
Required.— Each  student  awarded  a  scholar- 
ship under  this  subpart  shall  be  a  graduate 
of  a  public  or  private  secondary  school  or 
have  the  equivalent  of  a  certificate  of  grad- 
uation as  recognized  by  the  State  in  which 
the  student  resides  and  must  have  been  ad- 
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mitted  for  enrollment  at  an  institution  of  ■lb)    Computation   of  Amovnt.-iii    The  "If    the    number    of         The  percentage  of 

higher  education.  amount  of  the  costofeducation  payment  to  studenU  in  attend-               such  aggregate 

■fb)  Selection  Based  on  Promise  of  Aca-  which  an  institution  shall  be  entitled  under  ance  at  the  institu-                       shall  be- 

DEMic  Achievement.— Each  student  awarded  this  section  for  a  fiscal  year  shall  be.  subject  tion  is— 

a  scholarship  under  this  subpart  must  dem-  to  subsection   Id),    the  amount  determined  Not  over  1  000                            SO  percent 

onstrate  outstanding  academic  achievement  under  paragraph  IZIIA)  plus  the  amount  de-  Over  1  000  but  not  over 

and  show  promise  of  continued  academic  termined  under  paragraph  < 2)1  B).         ■  3  OOO                                        46  nerrent 

achievement  -tZMAXil   The  Secretary  shall  determine  Over  3,000  but  not  over 

"selection  of  scholars  the  amount  to  which  an  institution  is  enti-  10.000                                      42  percent 

"Sec.  419G.   (a)  Establishment  of  Crite-  tied  under  this  subparagraph  on  the  basis  of           Over  10  000 38  percent 

RiA.—The  State  educational  agency  is  au-  the  total  number  of  undergraduate  students            ..           '       

thorized  to  establish  the  criteria  for  the  se-  reho  are  in   attendance  at   the  institution  '      ,."  °"""S'  "^^y  Penod  of  any  fiscal 

lection  of  scholars  under  this  subpart  and  the  number  of  students  who  are  also  re-  '"'°'',  '"^  /«"<«  available  for  making  pay- 

"(b)  Adoption  of  PROCEDURES.-The  State  cipients  of  basic  grants  under  subpart  1.  in  ["T"  j  °"   "^  *"""  °^  entitlements  estab- 

educational   agency   shall   adopt   selection  accordance  with  the  following  table:  nshed  under  this  subparagraph  are  insuffi- 

procedures    which    are   designed    to    assure  tf  the  loial  number  of   The  amount  of  the  grant  fjl^'^t  to  satisfy  fully  all  such  entitlemenU. 

that   10  individuals   will  be  selected  from  students  m  attendance      is-  '"^  amount  paid  with  respect  to  each  such 

among  residents  of  each  congressional  dis-  '«-  entitlement  shall  be  ratably  reduced.  When 

trict  in  a  State  'and  in  the  case  of  the  Dis-     ^°'  °"''^  '■'""' isoo  for  each  recipient.  additional  funds  become  available  for  such 

trict  of  Columbia  and  the  Commonwealth  of  "VLi"""  *"'  ""'  °''"   """  '°\  ''"''}  "'1°°  7'  P"'T'o««-  '"«  amount  of  payment  from  such 

Puerto  Rico  not  to  exceed  ten  individuals  -^'"'                                 each       rceiLnt      Z  °5"^'"o««'  /«"«'«  "hoH  be  in  proportion  to 

will  be  selected  in  such  district  or  Common-  excess  of  100  ^^^^^  '°  ^^^'^^  ^'"''*  ^^^^  entitlement  is 

wealth).  Orer  2.S00  but  not  over  ssoo  /or  each  of  100  re  ^^^atisfied  by  the  payments  made  under  the 

"to  Consultation  Requirement— In  car-  sooo.                               cipicnts:  ptus  %400  for  first  sentence  of  this  division, 

vying  out  its  responsibilities  under  subsec-  '"<"■''  "/  '*"  recipients  "<3)(A)  In  determining  the  number  of  stu- 

tions   (a)   and   (b).    the  State  educational  m  excess  0/ loO:  plus  dents  in  attendance  at  institutions  of  higher 

agency  shall  consult  with  school  administra-  S30o /or  each  recipient  education  under  this  subsection,  the  Secre- 

tors.  school  boards,  teachers,  counselors,  and  over  5.000  but  not  over   ssoV/or'eachioo  recipi-  ^"P'  *??"  cornpute  the  full-time  equivalent 

parents.  ,0.000.                               ents:  plus  tioo /or  each  Of  Part-time  Students. 

"STIPENDS  AND  scholarship  CONDITIONS  of  ISO    recipients    m  'B)  The  Secretary  shall  make  a  Separate 

"Sec.  419H   (a)  Amount  of  Award  —Each  excess  0/ 100:  plus  $300  determination  of  the  number  of  students  in 

student  awarded  a  scholarship   under  this  '°^  '"'"■''  °'  ^^^  ^""^^  attendance  at  an  institution  of  higher  edu- 

subpart  shall  receive  a  stipend  of  $1,500  for  '1'  \"„n"r'°L"t'  '■''"°"  <""'  '''^  number  of  recipienU  of  basic 

the  academic  year  of  study  for  which  the  cipient    in    elcess    of  T""'!  "'    ""^    *"''''    institution    at    each 

scholarship  is  awarded.  500  branch  or  separate  campus  of  that  institu- 

"lb/  Use  of  Award.— The  State  educational     Over  10.000 ssoo  /or  each  0/  the  100  ''°"  located  m  a  different  community  from 

agency  shall  establish  procedures  to  assure  recipients:    plus    S400  "»^   principal   campus   of  that   institution 

that  a  scholar  awarded  a  scholarship  under  f°''  <'<"'''  °f  '^0  recipi-  pursuarit  to  criteria  established  by  him. 

this  subpart  pursues  a  course  of  study  at  an  ''"'''  '"  "'^''"  °^  ""'■  "'^>  Applications;  Contents  and  Manner 

institution  of  higher  education.  '                              ,^"n  ri^Zt!^'.  .^^tf^  of  FiuNo.-An  institution  of  higher  educa- 

"AWARDS  ceremony  of  2S0   plus  i200  /or  """  '"""  ''^'^"''^  "  cost-of-education  pay- 

"Sec.    4191.     fa)    Local    CEREMONV.-The  each  0/  soo  recipients  '"«'"'  '"  accoriiance  with  this  section  only 
State   educational   agency   shall    make   ar-  <"  excess  0/  soo:  plus  "PO"  application  therefor.  An  application 
rangements    to    award   scholarships    under  Si 00 /or  each  recipient  under  this  section  shall  be  submitted  at  such 
this  subpart  at  a  place  in  each  State  which  '"  "'"•'"  «/'  000  '""«  or  times,  in  such  manner,  and  contain- 
is  convenient  to  the  individuals  selected  to  "'"'  '^  any  case  where  a  recipient  of  a  »"'  ^^<^"^  information  as  the  Secretary  deter- 
receive  such  scholarships.  To  the  extent  pos-  *""'<^  ^^ant  under  subpart  1  attends  an  in-  mines  necessary  to  carry  out  his  functions 
sible,  the  award  shall  be  made  by  Members  of  stitution  receiving  a  cost-of-education  pay-  under  this  title,  and  shall— 
the  Senate  and  Members  of  the  House  of  ^nent  under  this  subpart  on  less  than  a  full-  "'^>  ««'  forth  such  policies,    assurances. 
Representatives  fby  the  Delegate  in  the  case  ''"i*"  basis,   the  amount  determined   under  and  procedures  as  will  ensure  that— 
of  the  District  of  Columbia  and  the  Resident  '''"  subparagraph  with  respect  to  the  stu-  "'A)  the  funds  received  by  the  institution 
Commissioner  in  the  case  of  the  Common-  ''^"'  ^^all  be  reduced  in  proportion  to  the  under  this  section   will   be   used  solely  to 
wealth  of  Puerto  Rico)  who  represent   the  f^csree  to  which  that  student  is  not  attend-  defray  instructional  expenses  in  academi- 
State.    Commonwealth,    or  District    as   the  ing  on  a  full-time  basis.  cally  related  programs  of  the  applicant- 
case  may  be.  from   which   the  individuals  "<iii>  If  during  any  period  of  any  fiscal  "IB)  the  funds  received  by  the  institution 
come.  year  the  funds  ai'ailable  for  making  pay-  under  this  section  will  not  be  used  for  a 

"lb)  Timing  of  Selection.— The  selection  rnents  on   the  basis  of  entitlements  estab-  school  or  department  of  divinity  or  for  any 

process  shall  &€  completed,  and  the  awards  ^i^^^d  under  this  subparagraph  are  insuffi-  religious  worship  or  sectarian  activity; 

made  prior  to  the  end  of  each  secondary  dent  to  satisfy  fully  all  such  entitlements.  "IC)  the  applicant  will  expend,  during  the 

academic  year.  the  amount  paid  with  respect  to  each  such  academic    year  for    which    a    payment    is 

"construction  OF  NEEDS  provisions  entitlement  Shall  be  ratably  reduced.   When  sought   for   all   academically   related   pro- 

"Sec.  419J.  Nothing  in  this  subpart  or  any  additional  funds  become  available  for  such  grams  of  the  institution,  an  amount  equal  to 
other  Act  shall  be  construed  to  permit  the  Purpose,  the  amount  of  payment  from  such  at  least  the  average  amount  so  expended 
receipt  of  a  scholarship  under  this  subpart  additional  funds  shall  be  in  proportion  to  during  the  3  years  preceding  the  year  for 
to  be  counted  for  any  needs  test  in  connec-  ^^^  degree  to  which  each  such  entitlement  is  which  the  grant  is  sought;  and 
tion  with  the  awarding  of  any  grant  or  the  unsatisfied  by  the  payments  made  under  the  "ID)  the  applicant  will  submit  to  the  Sec- 
making  of  any  loan  under  this  Act  or  any  -'^'"'  sentence  of  this  division.  retary  such  reports  as  the  Secretary  may  re- 
other  provUion  of  Federal  law  relating  to  "'^"1'  The  Secretary  shall  determine  with  quire  by  regulation:  and 
educational  assistance  respect  to  each  institution  an  amount  equal  "12)  contain  such  other  statement  of  poli- 
"authorization  of  appropriations  f  J:!'\''F'^°^'??;,^^  percent  ispecified  on  the  cies.  assurances,  and  procedures  as  the  Sec- 

•Sec  419K  There  are  authorised  In  he  an  '°°'*"  '^'o"'''  °^  '''*'  aggregate  of-  retary  may  require  by  regulation  in  order  to 

pro%'^ate!Wms  Tubpart'Ts^X  %r  tyZnTunTrVZlHT''''''''  °'"'°''"""  ITatfs    ""'  ^"'""^*'"  '"''"*'*  °'  "^  '"'"'' 

'n:cfsslZXe4tclTeiing'^^  ,Z"'  ^^'^■^'^'^  '"''""-'^  -"^  "-'  ^'^  ,,:'%, '^^'^T'^Tir  ^T^T^^^r 

_    .                       y          "  ana  U)  The  Secretary  shall  pay  to  each  institu- 

Subpart  7-Assistance  to  Instttutions  of  ■fill)  loans  to  students  under  part  E:  tion  of  higher  education  for  each  fiscal  year 

Higher  Education  made  for  such  year  to  students  who  are  in  the  amount  to  which  it  is  entitled  under  this 

"payments  to  institutions  OF  HIGHER  attendance  at  such  institution.   The  Secre-  section. 

education  lary  shall  determine  such  amounts  on  the  "12)   Of  the  total  sums  appropriated   to 

"Sec.    420.    la)   Cost  of  Education  Pay-  basis  of  percentages  of  such  aggregate,  and  make  payments  on  the  basis  of  entitlements 

MENTS.—Each  institution  of  higher  educa-  the  number  of  students  in  attendance  at  in-  established  under  this  section  and  to  make 

tion  shall  be  entitled  for  each  fiscal  year  to  a  stitutions  during  the  most  recent  academic  payments  under  part  D  of  title  IX— 

cost-of-education    payment    in    accordance  year  ending  prior  to  such  fiscal  year,  in  ac-  "(A)    45    percent    shall    be    available  for 

unth  the  provisions  of  this  section.  cordance  with  the  following  table:  making  payments  on  the  basis  of  entitle- 
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ments  established  under  paragraph  (2KA)  of 
subsection  (a); 

"(Bl  45  percent  shall  be  available  for 
making  payments  on  the  basis  of  entitle- 
ments established  under  paragraph  <2)(B)  of 
subsection  (a):  and 

"(C)  10  percent  shall  be  available  for 
making  payments  under  part  D  of  title  IX. 

"(3)  No  payments  on  the  basis  of  entitle- 
ments established  under  paragraph  (2JIAJ  of 
subsection  lal  may  be  made  during  any 
fiscal  year  for  which  the  appropriations  for 
making  grants  under  subpart  1  does  not 
equal  at  least  SO  percent  of  the  appropria- 
tion necessary  for  satisfying  the  total  of  aU 
entitlements  established  under  such  subpart 
In  no  event  shall,  during  any  fiscal  year,  the 
aggregate  of  the  payments  to  which  this 
paragraph  applies  exceed  that  percentage  of 
the  total  entitlements  established  under  such 
paragraph  (2)(A)  which  equals  the  percent- 
age of  the  total  entitlements  established 
under  subpart  1  which  are  satisfied  by  ap- 
propriations for  such  purpose  for  that  fiscal 
year. 

"le)  Limitation  on  Appropriations.— No 
funds  are  authorized  to  be  appropriated  for 
this  subpart  for  fiscal  year  1987. 

"veterans'  EDUCATION  OUTREACH  PROGRAM 

"Sec.  420A.  (a)  Authorization  of  Appro- 
priations.—There  are  authorized  to  be  ap- 
propriated to  carry  out  the  provisions  of 
this  section  $5,000,000  for  fiscal  year  1987. 
and  such  sums  as  may  be  necessary  for  the  4 
succeeding  fiscal  years. 

"(b)  Size  and  Duration  of  Awards.— (1) 
The  minimum  grant  that  may  be  awarded  to 
an  institution  under  this  section  is  $1,000, 
which  may  remain  available  for  expenditure 
over  a  period  not  to  exceed  2  academic 
years. 

"(2)  The  amount  of  the  payment  to  which 
any  institution  shall  be  entitled  under  this 
section  for  any  fiscal  year  shall  be— 

"(A)  $300  for  each  person  who  is  a  veteran 
receiving  vocational  rehabilitation  under 
chapter  31  of  title  38,  United  Stales  Code,  or 
a  veteran  receiving  educational  assistance 
under  chapter  34  of  such  title  38,  and  who  is 
in  attendance  at  such  institution  as  an  un- 
dergraduate student  during  such  year; 

"(B)  $150  for  each  person  who  is  in  attend- 
ance at  such  institution  as  an  undergradu- 
ate student  during  such  year  and  who  has 
been  the  recipient  of  educational  assistance 
under  subchapter  V  or  VI  of  chapter  34  of 
such  title  38,  or  who  has  a  service-connected 
disability  as  defined  in  section  101(16)  of 
such  title  38,  or  who  is  disabled,  as  deter- 
mined in  accordance  with  regulations  pro- 
mitigated  by  the  Secretary  after  consultation 
with  the  Administrator  of  Veterans'  Affairs; 
and 

"(C)  $100  for  each  person  who  is  in  attend- 
ance at  such  institution  as  an  undergradu- 
ate student  during  such  year  and  who  has 
received  an  honorable  discharge  from  mili- 
tary service  but  who  is  no  longer  eligible  to 
or  does  not  receive  educational  benefits 
under  chapter  31  or  chapter  34  of  title  38  of 
the  United  States  Code. 

"(3)  In  any  case  where  a  person  on  behalf 
of  whom  a  payment  is  made  under  this  sec- 
tion attends  an  institution  on  less  than  a 
full-time  basis,  the  amount  of  the  payment 
on  behalf  of  that  person  shall  be  reduced  in 
proportion  to  the  degree  to  which  that 
person  is  not  attending  on  a  full-time  ba^is. 

"(4)(A)  The  Secretary  shall  pay  to  each  in- 
stitution of  higher  education  which  has  had 
an  application  approved  under  subsection 
(c)  the  amount  to  which  it  is  entitled  under 
this  section.  If  the  amount  appropriated  for 
any  fiscal  year  is  not  sufficient  to  pay  the 


amounts  to  which  aU  such  institutions  are 
entitled,  the  Secretary  shall  ratably  reduce 
such  payments.  If  any  amounts  become 
available  for  a  fiscal  year  after  such  reduc- 
tions have  been  imposed,  such  reduced  pay- 
ments shall  be  increased  on  the  same  basis 
as  they  were  reduced. 

"(B)  The  maximum  amount  of  payments 
to  any  institution  of  higher  education,  or 
any  branch  thereof  which  is  located  in  a 
community  which  is  different  from  that  in 
which  the  parent  institution  thereof  is  locat- 
ed, in  any  fiscal  year  shall  be  $75,000.  In 
making  payments  under  this  section  for  any 
fiscal  year,  the  Secretary  shall  apportion  the 
appropriation  for  making  such  payments, 
from  funds  which  Income  available  as  a 
result  of  the  limitation  on  payments  set 
forth  in  the  preceding  sentence,  in  such  a 
manner  as  xcill  result  in  the  receipt  by  each 
institution  which  is  eligible  for  payment 
under  this  section  of  the  first  $9,000  (or  the 
amount  of  its  entitlement  for  that  fiscal 
year,  but  not  less  than  $1,000,  whichever  is 
the  lesser)  and  then  additional  amounts  up 
to  the  limitation  set  forth  in  the  preceding 
sentence. 

"(5)  Not  less  than  90  percent  of  the 
amounts  paid  to  any  iTistitution  under 
paragraph  (3)(A)  in  any  fiscal  year  shall  be 
used  to  implement  the  requirement  of  sub- 
section (c)(2)(C)(i),  and  to  the  extent  that 
such  funds  remain  after  implementing  such 
requirement,  funds  limited  by  such  90  per- 
cent requirement  shall  be  used  for  imple- 
menting the  requirements  of  clauses  (ii) 
through  (v)  of  subsection  (c)(2)(C),  except 
that  the  Secretary  may,  in  accordance  with 
criteria  established  in  regulations  jointly 
prescribed  by  the  Secretary  with  the  Admin- 
istrator, waive  the  requirement  of  this  sub- 
section to  the  extent  that  he  finds  that  such 
institution  is  adequately  carrying  out  all 
such  requirements  without  the  necessity  for 
such  application  of  such  amount  of  the  pay- 
ments received  under  this  subsection. 

"(c)  Eligibility  for  Awards.— (1)  During 
the  period  beginning  July  1,  1987,  and 
ending  September  1,  1991,  each  institution 
of  higher  education  shall  be  entitled  to  a 
payment  under,  and  in  accordance  with, 
this  section  during  any  fiscal  year  if  the 
number  of  persons  who  are  veterans  with 
honorable  discharges  and  are  in  attendance 
as  undergraduate  students  at  the  institution 
is  at  least  100. 

"(2)  An  institution  of  higher  education 
shall  be  eligible  to  receive  the  payment  to 
which  it  is  entitled  under  this  section  only  if 
it  makes  application  therefor  to  the  Secre- 
tary. An  application  under  this  section  shall 
be  submitted  at  such  time  or  times,  in  such 
manner,  in  such  form  and  containing  such 
information  as  the  Secretary  determines 
necessary  to  carry  out  the  functions  of  the 
Secretary  under  this  title,  and  shall- 

"(A)  set  forth  such  policies,  assurances, 
and  procedures  as  will  ensure  that— 

"(i)  the  funds  received  by  the  institution 
under  this  section  and  available  to  it  after 
the  requirements  of  subsection  (e)  have  been 
met  will  be  used  solely  to  defray  instruction- 
al expenses  in  academically  related  pro- 
grains  of  the  applicant; 

"(ii)  the  funds  received  by  the  institution 
under  this  section  will  not  be  used  for  a 
school  or  department  of  divinity  or  for  any 
religious  worship  or  sectarian  activity; 

"(Hi)  the  applicant  will  expend,  during  the 
academic  year  for  which  a  payment  is 
sought  for  all  academically  related  pro- 
grams of  the  institution,  an  amount  equal  to 
at  least  the  average  amount  so  expended 
during  the  3  years  preceding  the  year  for 
which  the  grant  is  sought' 


"(iv)  the  applicant  will  expend,  during  the 
academic  year  for  which  a  payment  is 
sought  for  enhancing  the  functions  of  the 
Veterans  Education  Outreach  Program,  an 
amount  equal  to  at  least  the  amount  of  the 
award  under  this  section  from  sources  other 
than  this  or  any  other  Federal  program;  and 

"(v)  the  applicant  will  submit  to  the  Secre- 
tary such  reports  as  the  Secretary  may  re- 
quire by  regulation; 

"(B)  contain  such  other  statement  of  poli- 
cies, assurances,  and  procedures  as  the  Sec- 
retary may  require  by  regulation  in  order  to 
protect  the  financial  interests  of  the  United 
States;  and 

"(C)  set  forth  such  plans,  policies,  assur- 
ances, and  procedures  as  will  ensure  that 
the  applicant  will  make  an  adequate  effort— 

"(i)  to  maintain  an  office  of  veterans'  af- 
fairs which  has  responsibility  for  veterans' 
outreach,  recruitment  and  special  educa- 
tion programs,  including  the  provision  of 
educational,  vocational,  and  personal  coun- 
seling for  veterans, 

"(ii)  to  carry  out  programs  designed  to 
prepare  educationally  disadvantaged  veter- 
ans for  postsecondary  education  (I)  under 
subchapter  V  of  chapter  34  of  title  38, 
United  Stales  Code,  and  (II)  in  the  case  of 
any  institution  located  near  a  military  in- 
stallation, under  subchapter  VI  of  such 
chapter  34, 

"(Hi)  to  carry  out  active  outreach  (with 
special  emphasis  on  service-connected  dis- 
abled veterans,  other  disabled  or  handi- 
capped veterans,  incarcerated  veterans,  and 
educationally  disadvantaged  veterans),  re- 
cruiting, and  counseling  activities  through 
the  use  of  funds  available  under  federally  as- 
sisted work-study  programs  'with  special 
emphasis  on  the  veteran-student  services 
program  under  section  1685  of  such  title  38), 

"(iv)  to  carry  out  an  active  tutorial  assist- 
ance program  for  veterans,  including  dis- 
semination of  information  regarding  such 
program,  with  special  emphasis  on  making 
maximum  use  of  the  benefits  available 
under  section  1692  of  such  title  38,  and 

"(v)  to  coordinate  activities  carried  out 
under  this  part  with  the  readjustment  coun- 
seling program  authorized  under  section 
612A  of  title  38,  United  States  Code,  and 
with  the  programs  of  veterans  employment 
and  training  authorized  under  the  Job 
Training  Partnership  Act  and  under  chap- 
ters 41  and  42  of  title  38.  United  States 
Code,  in  order  to  assist  in  serving  the  read- 
justment rehabilitation,  personal  counsel- 
ing, and  employment  needs  of  veterans, 

except  that  an  institution  which  the  Secre- 
tary determines,  in  accordance  with  regula- 
tions jointly  prescribed  by  the  Secretary  and 
the  Administrator  of  Veterans'  Affairs  (here- 
inafter referred  to  as  the  Administrator'), 
cannot  feasibly  itself,  in  terms  of  the 
number  of  veterans  in  attendance  there, 
carry  out  any  or  all  Of  the  programs  set  forth 
in  clauses  (i)  through  Iv)  of  subparagraph 
(C),  may  carry  out  such  program  or  pro- 
grains  through  a  consortium  agreement  with 
one  or  more  other  institutions  of  higher  edu- 
cation and  shall  be  required  to  carry  out 
such  programs  only  to  the  extent  that  the 
Secretary  determines,  in  accordance  with 
regulations  jointly  prescribed  by  the  Secre- 
tary and  the  Administrator,  is  appropriate 
in  terms  of  the  number  of  veterans  in  at- 
tendance at  such  institutioTL  The  adequacy 
of  efforts  to  meet  the  requirements  of  sub- 
paragraph (C)  of  this  paragraph  shall  be  de- 
termined by  the  Secretary,  based  upon  the 
recommendations  of  the  Administrator,  in 
accordance  with  criteria  established  in  regu- 
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lotions  Jointly  prescribed  by  the  Secretary 
and  the  Administrator. 

'<3i  The  Secretary  shall  not  approve  an 
application  under  this  subsection  unless  he 
determines  that  the  applicant  will  imple- 
ment the  requirements  of  subparagraph  (C) 
of  paragraph  111  within  the  first  acadejnic 
year  during  which  it  receives  a  payment 
under  this  section. 

"(4)  Any  institution  which  has  been  eligi- 
ble under  this  section  prior  to  September  30. 
1985.  for  a  continuous  period  o.f  three  of  the 
last  five  years  shall  be  determined  eligible 
under  the  terms  of  this  section. 

•Vcfy  Coordination  or  PROCRAMs.  —  The  Sec- 
retary, m  carrying  out  the  provisions  of  this 
section,  shall  seek  to  assure  the  coordination 
of  programs  assisted  under  this  section  with 
programs  earned  out  by  the  Veterans'  Ad- 
ministration pursuant  to  title  38.  United 
States  Code,  and  the  Administrator  shall 
provide  all  assistance,  technical  consulta- 
tion, and  information  otherwise  authorized 
by  law  as  necessary  to  promote  the  maii- 
mum  effectiveness  of  the  activities  and  pro- 
grams assisted  under  this  section. 

"(el  Administration  of  PRocRAiii.—The 
program  provided  for  in  this  section  shall  be 
administered  by  an  identifiable  administra- 
tive unit  in  the  Department. 

"If)  Dissemination  of  Information.— From 
the  amounts  appropriated  for  this  section, 
the  Secretary  shall  retain  one  percent  or 
$10,000.  whichever  is  less,  for  the  purpose  of 
collecting  information  about  exemplary  Vet- 
erans Educational  Outreach  Programs  and 
disseminating  that  information  to  other  in- 
stitutions of  higher  education  having  such 
programs  on  their  campuses.  Such  collection 
and  dissemination  shall  be  done  on  an 
annual  basis. 

"Subpart  8— Special  Child  Care  Services 
FOR  Disadvantaged  College  Students 

"SPECIAL  child  care  SERVICES  FOR 
disadvantaged  college  STVDE.'rrs 

"Sec.  420B.  'a'  Program  Acthority.— 
Funds  appropriated  pursuant  to  subsection 
Id  shall  be  used  by  the  Secretary  to  make 
grants  to  institutions  of  higher  education  to 
provide  special  child  care  services  to  disad- 
vantaged students. 

"lb)  Applications.— Any  institution  wish- 
ing to  receive  a  grant  under  this  section 
shall  submit  an  application  to  the  Secretary. 
Such  application  shall  include— 

"ID  a  description  of  the  program  to  be  es- 
tablished: 

"12)  assurances  by  the  applicant  to  the 
Secretary  that— 

"I A)  not  less  than  two-thirds  of  the  partici- 
pants in  the  program  are  low-income  indi- 
viduals: 

"IB)  the  remaining  participants  in  the 
program  are  either  low-income  individuals: 

"lO  the  participants  require  the  services 
to  pursue  a  successful  program  of  education 
beyond  high  school: 

"ID)  the  participants  are  enrolled  at  the 
institution  which  is  the  recipient  of  the 
grant: 

"I El  all  participants  will  receive  sufficient 
assistance  lunder  this  subpart,  other  provi- 
sions of  this  title,  or  otherwise)  to  meet  that 
student's  full  financial  need  for  child  care 
services  related  to  such  enrollment:  and 

"IF)  the  institution  will  meet  such  need  of 
participants  by  providing  child  care 
through  vouchers,  contracted  services,  or 
direct  provision  of  services:  and 

"13)  such  information  land  meet  such  con- 
ditions) as  may  t>e  required  by  the  Secretary. 

"lo  Authorization  of  Appropriations.- 
There  are  authorised  to  be  appropriated  to 
carry    out    the    purpose    of    this    section. 


$10,000,000  for  fiscal  year  1987.  and  such 
sums  as  may  be  necessary  for  the  4  succeed- 
ing fiscal  years. 

"Id)  Definitions. —For  the  purpose  of  this 
subpart— 

"ID  the  term  'first  generation  college  stu- 
dent' means— 

"lAi  an  individual  both  of  whose  parents 
did  not  complete  a  baccalaureate  degree:  or 

"IB)  in  the  case  of  any  individual  who  reg- 
ularly resided  with  and  received  support 
from  only  one  parent,  an  individual  whose 
only  such  parent  did  not  complete  a  bacca- 
laureate degree:  and 

"12)  the  term  'low-income  individual' 
means  an  individual  from  a  family  whose 
taxable  income  for  the  preceding  year  did 
not  exceed  150  percent  of  an  amount  equal 
to  the  poverty  level  determined  by  using  cri- 
teria of  poverty  established  by  the  Bureau  of 
the  Census. ". 

ibi  Effective  Dates.— il)  Except  as  provid- 
ed in  paragraph  12).  sections  411A  through 
411F  of  the  Act  as  amended  by  this  section 
shall  apply  with  respect  to  the  determina- 
tion of  need  for  Pelt  Grants  for  academic 
years  beginning  with  academic  year  1988- 
1989.  With  respect  to  any  preceding  academ- 
ic year,  such  determinations  shall  be  made 
in  accordance  with  regulations  prescribed 
by  the  Secretary  of  Education  in  accordance 
with  the  Student  Financial  Assistance  Tech- 
nical Amendments  Act  of  1982. 

12)  The  definition  of  independent  student 
contained  in  section  411FI12I  of  the  Act  as 
amended  by  this  section  shall  apply  with  re- 
spect to  the  determination  of  such  need  for 
academic  years  beginning  with  academic 
year  1987-1988. 

13)  Section  411ic)  of  the  Act  as  amended  by 
this  section  shall  apply  only  to  individuals 
who  receive  a  Pell  Grant  for  the  first  time 
for  a  period  of  enrollment  beginning  on  or 
after  July  1.  1987. 

14)  Section  41  Uf)  of  the  Act  as  amended  by 
this  section  shall  apply  to  the  awarding  of 
Pell  Grants  for  periods  of  enrollment  begin- 
ning on  or  after  July  1.  1987. 

15)  Section  413Cic)i2)  of  the  Act  as  amend- 
ed by  this  section  shall  apply  to  the  award- 
ing of  grants  under  subpart  2  of  part  A  of 
title  IV  of  the  Act  for  periods  of  enrollment 
beginning  on  or  after  July  1.  1987. 

16)  The  changes  made  in  section  417D  of 
the  Act  shall  apply  with  respect  to  grants 
awarded  under  such  section  in  fiscal  year 
1988  or  any  succeeding  fiscal  year. 

»,Y.  /».'   h:\Tt:\sii)\  iih  i.t  iH\\rt:Ki)  stiiiest 
i.ins  I'Koi.Hm. 

la)  Amendment.— Part  B  of  title  IV  of  the 
Act  120  U.S.C.  1071  et  seq.)  is  amended  to 
read  as  follows: 

"Part  B— Guaranteed  Student  Loan 
Program 

"statement  of  purpose:  nondiscrimination: 
and  appropriations  authorized 

"Sec.  421.  la)  Purpose:  Discrimination 
Prohibited.— 

"ID  Purpose.  — The  purpose  of  this  part  is 
to  enable  the  Secretary— 

"lA)  to  encourage  States  and  nonprofit 
private  institutions  and  organizations  to  es- 
tablish adequate  loan  insurance  programs 
for  students  in  eligible  institutions  las  de- 
fined in  section  435), 

"IB)  to  provide  a  Federal  program  of  stu- 
dent loan  insurance  for  students  or  lenders 
who  do  not  have  reasonable  access  to  a  State 
or  private  nonprofit  program  of  student 
loan  insurance  covered  by  an  agreement 
under  section  428ib), 

"lO  to  pay  a  portion  of  the  interest  on 
loans  to  qualified  students  which  are  in- 
sured under  this  part,  and 


"ID)  to  guarantee  a  portion  of  each  loan 
insured  under  a  program  of  a  State  or  of  a 
nonprofit  private  institution  or  organiza- 
tion which  meets  the  requirements  of  section 
428la)ll)iB). 

"12)  Discrimination  by  creditors  prohibit- 
ed.—No  agency,  organization,  institution, 
bank,  credit  union,  corporation,  or  other 
lender  who  regularly  extends,  renews,  or 
continues  credit  or  provides  insurance 
under  this  part  shall  exclude  from  receipt  or 
deny  the  benefits  of,  or  discriminate  against 
any  borrower  or  applicant  in  obtaining, 
such  credit  or  insurance  on  the  basis  of  race, 
national  origin,  religion,  sex,  marital  status, 
age,  or  handicapped  status. 

"lb)  Authorization  of  Appropriations.— 
For  the  purpose  of  carrying  out  this  part— 

"ID  there  are  authorized  to  be  appropri- 
ated to  the  student  loan  insurance  fund  les- 
tablished  by  section  431)  lA)  the  sum  of 
$1,000,000.  and  IB)  such  further  sums,  if 
any.  as  may  become  necessary  for  the  ade- 
quacy of  the  student  loan  insurance  fund, 

"12)  there  are  authorized  to  be  appropri- 
ated, for  payments  under  section  428  with 
respect  to  interest  on  student  loans  and  for 
payments  under  section  437,  such  sums  for 
the  fiscal  year  ending  June  30,  1966,  and 
succeeding  fiscal  years,  as  may  be  required 
therefor, 

"13)  there  is  authorized  to  be  appropriated 
the  sum  of  $17,500,000  for  making  advances 
pursuant  to  section  422  for  the  reserve  funds 
of  State  and  nonprofit  private  student  loan 
insurance  programs. 

"14)  there  are  authorized  to  be  appropri- 
ated lA)  the  sum  of  $12,500,000  for  making 
advances  after  June  30.  1968,  pursuant  to 
sections  422  la)  and  lb),  and  IB)  such  sums 
as  may  be  necessary  for  making  advances 
pursuant  to  section  4221c),  for  the  reserve 
funds  of  State  and  nonprofit  private  student 
loan  insurance  programs,  and 

"15)  there  are  authorized  to  be  appropri- 
ated such  sums  as  may  be  necessary  for  the 
purpose  of  paying  an  administrative  cost  al- 
lowance in  accordance  with  section  428(f)  to 
guaranty  agencies. 

Sums  appropriated  under  paragraphs  ID, 
12).  14).  and  15)  of  this  subsection  shall 
remain  available  until  expended.  No  addi- 
tional sums  are  authorized  to  be  appropri- 
ated under  paragraphs  13)  or  14)  of  this  sub- 
section by  reason  of  the  reenactment  of  such 
paragraphs  by  the  Higher  Education 
Amendments  of  1986. 

""ADVANCES  FOR  RESERVE  FUNDS  OF  STATE  AND 
NONPROFIT  PRIVATE  LOAN  INSURANCE  PROGRAMS 

""Sec.  422.  la)  Purpose  of  and  Authority 
FOR  Advances  to  Reserve  Funds.— 

""ID  Purpose:  eligible  recipients.— From 
sums  appropriated  pursuant  to  paragraphs 
13)  and  I4)IA)  of  section  4211b),  the  Secre- 
tary IS  authorized  to  make  advances  to  any 
State  with  which  the  Secretary  has  made  an 
agreement  pursuant  to  section  4281b)  for  the 
purpose  of  helping  to  establish  or  strengthen 
the  reserve  fund  of  the  student  loan  insur- 
ance program  covered  by  that  agreement  If 
for  any  fiscal  year  a  State  does  not  have  a 
student  loan  insurance  program  covered  by 
an  agreement  made  pursuant  to  section 
4281b).  and  the  Secretary  determines  after 
consultation  with  the  chief  executive  officer 
of  that  State  that  there  is  no  reasonable  like- 
lihood that  the  State  will  have  such  a  stu- 
dent loan  insurance  program  for  such  year, 
the  Secretary  may  make  advances  for  such 
year  for  the  same  purpose  to  one  or  more 
nonprofit  private  institutions  or  organiza- 
tions with  which  the  Secretary  has  made  an 
agreement   pursuant    to   section    428ib)   in 
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OTder  to  enable  students  in  the  State  to  par- 
ticipate in  a  program  of  student  loan  insur- 
ance covered  by  such  an  agreement.  The  Sec- 
retary may  make  advances  under  this  sub- 
section both  to  a  State  program  (with  which 
he  has  such  an  agreement)  and  to  one  or 
more  nonprofit  private  institutions  or  orga- 
nizations (with  which  he  has  such  an  agree- 
ment) in  that  State  if  he  determines  that 
such  advances  are  necessary  in  order  that 
students  in  each  eligible  institution  have 
access  through  such  institution  to  a  student 
loan  insurance  program  which  meets  the  re- 
quirements of  section  428(b>(l/. 

"(2)  Matching  requirement.— No  advance 
shall  be  made  after  June  30.  1968.  unless 
matched  by  an  equal  amount  from  non-Fed- 
eral sources.  Such  equal  amount  may  in- 
clude the  unencumbered  non-Federal  por- 
tion of  a  reserve  fund.  As  used  in  the  preced- 
ing sentence,  the  term  'unencumbered  non- 
Federal  portion'  means  the  amount  (deter- 
mined as  of  the  time  immediately  preceding 
the  making  of  the  advance)  of  the  reserve 
fund  less  the  greater  of— 

"(A  J  the  sum  of— 

"(i)  advances  made  under  this  section 
prior  to  July  1.  1968: 

"(ill  an  amount  equal  to  twice  the  amount 
of  advances  made  under  this  section  after 
June  30.  1968.  and  before  the  advance  for 
purposes  of  which  the  determination  is 
made:  and 

"(Hi)  the  proceeds  of  earnings  on  advances 
made  under  this  section:  or 

"(B)  any  amount  which  is  required  to  be 
maintained  in  such  fund  pursuant  to  State 
law  or  regulation,  or  by  agreement  with 
lenders,  as  a  reserve  against  the  insurance  of 
outstanding  loans. 

"(3)  Terms  and  conditions:  repayment.- 
Advances  pursuant  to  this  subsection  shall 
be  upon  such  terms  and  conditions  (includ- 
ing conditions  relating  to  the  time  or  times 
of  payment)  consistent  with  the  require- 
ments of  section  428(b)  as  the  Secretary  de- 
termines will  best  carry  out  the  purpose  of 
this  section.  Advances  made  by  the  Secretary 
under  this  subsection  shall  be  repaid  within 
such  period  as  the  Secretary  may  deem  to  be 
appropriate  in  each  case  in  the  light  of  the 
maturity  and  solvency  of  the  reserve  fund 
for  which  the  advance  was  made. 

"(b)  Limitations  on  Total  Advances.— 

"(1)  In  general.— The  total  of  the  advances 
from  the  sums  appropriated  pursuant  to 
paragraph  (4)(A)  of  section  421  (b)  to  non- 
profit private  institutions  and  organiza- 
tions for  the  benefit  of  students  in  any  State 
and  to  such  State  may  not  exceed  an 
amount  which  bears  the  same  ratio  to  such 
sums  as  the  population  of  such  State  aged  18 
to  22,  inclusive,  bears  to  the  population  of 
all  the  States  aged  18  to  22  inclusive,  but 
such  advances  may  otherwise  be  in  such 
amounts  as  the  Secretary  determines  will 
best  achieve  the  purposes  for  which  they  are 
made.  The  amount  available  for  advances  to 
any  State  shall  not  be  less  than  $25,000  and 
any  additional  funds  needed  to  meet  this  re- 
quirement  shall  be  derived  by  proportionate- 
ly reducing  (but  not  below  $25,000)  the 
amount  available  for  advances  to  each  of 
the  remaining  States. 

"(2)  Calculation  of  population.— For  the 
purpose  of  this  subsection,  the  population 
aged  18  to  22,  inclusive,  of  each  State  and  of 
all  the  States  shall  be  determined  by  the  Sec- 
retary on  the  basis  of  the  most  recent  satis- 
factory data  available  to  him. 

"(c)  Advances  for  Insurance  Obliga- 
tions.'- 

"(1)  Use  for  payment  of  insurance  obliga- 
TiONS.—From  sums  appropriated  pursuant 


to  section  421(b)f4>(Bl,  the  Secretary  shall 
advance  to  each  State  which  has  an  agree- 
ment with  the  Secretary  under  section  428(c) 
with  respect  to  a  student  loan  insurance 
program,  an  amount  determined  in  accord- 
ance with  paragraph  (2)  of  this  subsection 
to  be  used  for  the  purpose  of  making  pay- 
ments under  the  State's  insurance  obliga- 
tions under  such  program. 

"(2)  Amount  of  advances.  — (A)  Except  as 
provided  in  subparagraph  (B).  the  amount 
to  be  advanced  to  each  such  State  shall  be 
equal  to  10  percent  of  the  principal  amount 
of  loans  made  by  lenders  and  insured  by 
such  agency  on  those  loans  on  which  the 
first  payment  of  principal  became  due 
during  the  fiscal  year  immediately  preced- 
ing the  fiscal  year  in  which  the  advance  is 
made. 

"(B)  The  amount  of  any  advance  deter- 
mined according  to  subparagraph  (A)  of  this 
paragraph  shall  be  reduced  by— 

"(i)  the  amount  of  any  advance  or  ad- 
I'ances  made  to  such  State  pursuant  to  this 
subsection  at  an  earlier  date:  and 

"(ii)  the  amount  of  the  unspent  balance  of 
the  advances  made  to  a  Stale  pursuant  to 
subsection  (a). 

Notwithstanding  subparagraph  (A)  and  the 
preceding  sentence  of  this  subparagraph,  but 
subject  to  subparagraph  (D)  of  this  para- 
graph, the  amount  of  any  advance  to  a  State 
described  in  paragraph  (5)(A)  for  the  first 
year  of  its  eligibility  under  such  paragraph, 
and  the  amount  of  any  advance  to  any  State 
described  in  paragraph  (S)iB)  for  each  year 
of  its  eligibility  under  such  paragraph,  shall 
not  be  less  than  $50,000. 

"(C)  For  the  purpose  of  subparagraph  (Bl, 
the  unspent  balance  of  the  advances  made  to 
a  Slate  pursuant  to  subsection  (a)  shall  be 
that  portion  of  the  balance  of  the  State's  re- 
serve fund  (remaining  at  the  time  of  the 
State's  first  request  for  an  advance  pursuant 
to  this  subsection)  which  bears  the  same 
ratio  to  such  balance  as  the  Federal  ad- 
vances made  and  not  returned  by  such 
Stale,  pursuant  to  subsection  (a),  bears  to 
the  total  of  all  past  contributions  to  such  re- 
serve funds  from  all  sources  (other  than  in- 
terest on  investment  of  any  portion  of  the 
reseri'e  fund)  contributed  since  the  date 
such  State  executed  an  agreement  pursuant 
to  section  428(b). 

"(D>  If  the  sums  appropriated  for  any 
fiscal  year  for  paying  the  amounts  deter- 
mined under  subparagraphs  (A)  and  (B)  are 
not  sufficient  to  pay  such  amounts  in  full, 
then  such  amounts  shall  be  reduced— 

"(i)  by  ratably  reducing  that  portion  of  the 
amount  allocated  to  each  State  which  ex- 
ceeds $50,000:  and 

"(ii)  if  further  reduction  is  required,  by 
equally  reducing  the  $50,000  minimum  allo- 
cation of  each  State. 

If  additional  sums  become  available  for 
paying  such  amounts  for  any  fiscal  year 
during  which  the  preceding  sentence  has 
been  applied,  such  reduced  amounts  shall  be 
increased  on  the  same  basis  as  they  were  re- 
duced. 

"13)  Use  of  earnings  for  insurance  obli- 
gations.—The  earnings,  if  any.  on  any  in- 
vestments of  advaices  received  pursuant  to 
this  subsection  must  be  used  for  making 
payments  under  the  State's  insurance  obli- 
gations. 

"(4)  Repayment  of  advances.— Advances 
made  by  the  Secretary  under  this  subsection 
shall,  subject  to  subsection  (d).  be  repaid 
within  such  period  as  the  Secretary  may 
deem  to  be  appropriate  and  shall  be  deposit- 
ed in  the  fund  established  by  section  431. 


"(5)  Limitation  on  number  of  advances.— 
Advances  pursuant  to  this  subsection  shall 
be  made  to  a  State— 

"(A)  in  the  case  of  a  State  which  is  active- 
ly carrying  on  a  program  under  an  agree- 
ment pursuant  to  section  428ib)  which  was 
entered  into  before  October  12.  1976.  upon 
such  date  as  such  State  may  request,  but  not 
before  October  1,  1977.  and  on  the  same  day 
of  each  of  the  2  succeeding  calendar  years 
after  the  date  so  requested:  and 

"(B)  in  the  case  of  a  State  which  enters 
into  an  agreement  pursuant  to  section 
428(b)  on  or  after  October  12.  1976.  or  which 
is  not  actively  carrying  on  a  program  under 
an  agreement  pursuant  to  such  section  on 
such  date,  upon  such  date  as  such  State  may 
request,  but  not  before  October  1.  1977.  and 
on  the  same  day  of  each  of  the  4  succeeding 
calendar  years  after  the  date  so  requested  of 
the  advance. 

"(6)  Payment  of  advances  where  no  State 
program.— (A)  If  for  any  fiscal  year  a  State 
does  not  have  a  student  loan  insurance  pro- 
gram covered  by  an  agreement  made  pursu- 
ant to  section  428(b).  and  the  Secretary  de- 
termines after  consultation  with  the  chief 
executive  officer  of  that  State  that  there  is 
no  reasonable  likelihood  that  the  State  will 
have  such  a  student  loan  insurance  program 
for  such  year,  the  Secretary  may  make  ad- 
vances pursuant  to  this  subsection  for  such 
year  for  the  same  purpose  to  one  or  more 
nonprofit  private  institutions  or  organiza- 
tions with  which  he  has  made  an  agreement 
pursuant  to  subsection  (c).  as  well  as  subsec- 
tion (b),  of  section  428  and  subparagraph 
(B)  of  this  paragraph  in  order  to  enable  stu- 
dents in  that  State  to  participate  m  a  pro- 
gram of  student  loan  insurance  covered  by 
such  agreements. 

"(Bl  The  Secretary  may  enter  into  an 
agreement  with  a  private  nonprofit  institu- 
tion or  organization  for  the  purpose  of  this 
paragraph  under  which  such  institution  or 
organization- 

"(i)  agrex-s  to  establish  within  such  State 
at  least  one  office  with  sufficient  staff  to 
handle  written  and  telephone  inquiries  from 
students,  eligible  lenders,  and  other  persons 
in  the  State,  to  encourage  maximum  com- 
mercial lender  participation  within  the 
State,  and  to  conduct  periodic  visits  to  at 
least  the  major  eligible  lenders  within  the 
State: 

"(ii)  a^ees  that  its  insurance  will  not  be 
denied  any  student  because  of  his  or  her 
choice  of  eligible  institutions:  and 

"(iiil  certifies  that  it  is  neither  an  eligible 
institution,  nor  has  any  substantial  affili- 
ation with  an  eligible  institution. 

"(di  Recovery  of  Advances  During  Fiscal 
Years  1988  and  1989.— 

"(II  Amount  and  use  of  recovered 
FUNDS.— Notwithstanding  any  other  provi- 
sion of  this  section,  adi^ances  made  by  the 
Secretary  under  this  section  shall  be  repaid 
m  accordance  with  this  subsection  and  shall 
be  deposited  in  the  fund  established  by  sec- 
tion 431.  The  Secretary  shall,  in  accordance 
with  the  requirements  of  paragraph  (21.  re- 
cover (and  so  depositi  an  amount  equal  to 
$75,000,000  during  fiscal  year  1988  and  an 
amount  equal  to  $35,000,000  for  fiscal  year 
1989. 

"(21  Determination  of  guahantv  agency 
obligations.— In  determining  the  amount  of 
advances  which  shall  be  repaid  by  a  guaran- 
ty agency  under  paragraph  (11,  the  Secre- 
tary— 

"(Al  shall  consider  the  solvency  and  matu- 
rity of  the  reserve  and  insurance  funds  of 
the  guaranty  agency  assisted  by  such  ad- 
vances,  as  determined  by  the  Comptroller 
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General  taking  into  account  the  require- 
ments of  State  law  as  in  effect  on  the  date  of 
enactment  of  the  Higher  Education  Amend- 
ments of  1986: 

"IB)  shall  not  seek  repayment  of  such  ad- 
vances from  any  State  described  in  subsec- 
tion (cKSXB)  during  any  year  of  its  eligibil- 
ity under  such  subsection:  and 

"(CI  shall  not  seek  repayment  of  such  ad- 
vances from  any  State  if  such  repayment  en- 
cumbers the  reserve  fund  requirement  of 
State  law  as  in  effect  on  such  date  of  enact- 
ment 

"EFFECTS  OF  ADEQUATE  NON-FEDERAL  PROGRAMS 

"Sec.  423.  (a)  Federal  Insurance  Barred 
TO  Lenders  With  Access  to  State  or  Pri- 
vate Insurance.— Except  as  provided  in  sub- 
section lb),  the  Secretary  shall  not  issue  cer- 
tificates of  insurance  under  section  429  to 
lenders  in  a  State  if  the  Secretary  deter- 
mines that  every  eligible  institution  has  rea- 
sonable access  in  that  State  to  a  State  or 
private  nonprofit  student  loan  insurance 
program  which  is  covered  by  an  agreement 
under  section  428ib). 

"ibl  Exceptions.— The  Secretary  may  issue 
certificates  of  insurance  under  section  429 
to  a  lender  in  a  State— 

"ID  for  insurance  of  a  loan  made  to  a  stu- 
dent borrower  who  does  not.  by  reason  of  the 
borrower's  residence,  have  access  to  loan  in- 
surance under  the  loan  insurance  program 
of  such  State  lor  under  any  private  nonprof- 
it loan  insurance  program  which  has  re- 
ceived an  advance  under  section  422  for  the 
benefit  of  students  in  such  State): 

"12)  for  insurance  of  all  the  loans  made  to 
student  borrowers  by  a  lender  who  satisfies 
the  Secretary  that,  by  reason  of  the  residence 
of  such  borrowers,  such  tender  will  not  have 
access  to  any  single  State  or  nonprofit  pri- 
vate loan  insurance  program  which  will 
insure  substantially  all  of  the  loans  such 
lender  intends  to  make  to  such  student  bor- 
rowers: or 

"13)  under  such  circumstances  as  may  be 
approved  by  the  guaranty  agency  in  such 
State,  for  the  insurance  of  a  loan  to  a  bor- 
rower for  whom  such  lender  previously  was 
issued  such  a  certificate  if  the  loan  covered 
by  such  certificate  is  not  yet  repaid. 

"SCOPE  AND  DURATION  OF  FEDERAL  LOAN 
INSURANCE  PROGRAM 

"Sec.  424.  la)  Limitations  on  Amounts  of 
Loans  Covered  by  Federal  Insurance.— The 
total  principal  amount  of  new  loans  made 
and  installments  paid  pursuant  to  lines  of 
credit  las  defined  in  section  435)  to  students 
covered  by  Federal  loan  insurance  under 
this  part  shall  not  exceed  $2,000,000,000  for 
the  period  from  July  1,  1976,  to  September 
30.  1976,  and  for  each  of  the  succeeding 
fiscal  years  ending  prior  to  October  1.  1992. 
Thereafter.  Federal  loan  insurance  pursuant 
to  this  part  may  be  granted  only  for  loans 
made  lor  for  loan  installments  paid  pursu- 
ant to  lines  of  credit)  to  enable  students, 
who  have  obtained  prior  loans  insured 
under  this  part,  to  continue  or  complete 
their  educational  program:  but  no  insurance 
may  be  granted  for  any  loan  made  or  in- 
stallment paid  of ter  September  30.  1997. 

"lb)  Apportionment  of  Amounts.— The  Sec- 
retary may.  if  he  or  she  finds  it  necessary  to 
do  so  in  order  to  assure  an  equitable  distri- 
bution of  the  t>enefits  of  this  part,  assign, 
within  the  maximum  amounts  specified  in 
subsection  la).  Federal  loan  insurance 
quotas  applicable  to  eligible  lenders,  or  to 
States  or  areas,  and  may  from  time  to  time 
reassign  unused  portions  of  these  quotas. 


limitations  on  individual  federally  in- 
sured loans  and  on  federal  loan  insur- 
ance 

"Sec.  425.  la)  Annual  and  Aggregate 
Limits.- 

"ID  Annual  limits.— iA)  The  total  of  loans 
made  to  a  student  in  any  academic  year  or 
its  equivalent  las  determined  by  the  Secre- 
tary) which  may  be  covered  by  Federal  loan 
insurance  under  this  part  may  not  exceed— 

"li)  $2,625.  in  the  case  of  a  student  who 
has  not  successfully  completed  the  first  and 
second  year  of  a  program  of  undergraduate 
education: 

"liil  $4,000,  in  the  case  of  a  student  who 
has  successfully  completed  such  first  and 
second  year  but  who  has  not  successfully 
completed  the  remainder  of  a  program  of 
undergraduate  education:  or 

"liii)  $7,500.  in  the  case  of  a  graduate  or 
professional  student  las  defined  in  regula- 
tions of  the  Secretary). 

"IB)  The  annual  insurable  limits  con- 
tained in  subparagraph  lA)  shall  not  apply 
in  cases  where  the  Secretary  determines, 
pursuant  to  regulations,  that  a  higher 
amount  is  warranted  in  order  to  carry  out 
the  purpose  of  this  part  with  respect  to  stu- 
dents engaged  in  specialised  training  re- 
quiring exceptionally  high  costs  of  educa- 
tion. The  annual  insurable  limit  per  student 
shall  not  be  deemed  to  be  exceeded  by  a  line 
of  credit  under  which  actual  payments  by 
the  lender  to  the  borrower  will  not  be  made 
in  any  year  in  excess  of  the  annual  limit. 

"12)  Aggregate  limits.— iAI  The  aggregate 
insured  unpaid  principal  amount  for  all 
such  insured  loans  made  to  any  student 
shall  not  at  any  time  exceed— 

"li)  $17,250  in  the  case  of  any  student  who 
has  not  successfully  completed  a  program  of 
undergraduate  education:  and 

"Hi)  $54,750.  in  the  case  of  any  graduate 
or  professional  student  las  defined  by  regu- 
lations of  the  Secretary  and  including  any 
loans  which  are  insured  by  the  Secretary 
under  this  part,  or  by  a  guaranty  agency, 
made  to  such  person  before  he  or  she  became 
a  graduate  or  professional  student). 

"IB)  The  Secretary  may  increase  the  aggre- 
gate insurable  limit  applicable  to  students 
who  are  pursuing  programs  which  the  Secre- 
tary determines  are  exceptionally  expensive. 

"lb)  Level  of  Insurance  Coverage  Based 
on  Defa  ult  Ra  te.  — 

"ID  Reduction  for  defaults  in  excess  of  s 
OR  9  PERCENT.— IA)  Exccpt  as  provided  in 
subparagraph  IB),  the  insurance  liability  on 
any  loan  insured  by  the  Secretary  under  this 
part  shall  be  100  percent  of  the  unpaid  bal- 
ance of  the  principal  amount  of  the  loan 
plus  interest,  except  that— 

"li)  if,  for  any  fiscal  year,  the  total 
amount  of  payments  under  section  430  by 
the  Secretary  to  any  eligible  lender  as  de- 
scribed in  section  435ld)ll)ID)  exceeds  5  per- 
cent of  the  sum  of  the  loans  made  by  such 
lender  which  are  insured  by  the  Secretary 
and  which  were  in  repayment  at  the  end  of 
the  preceding  fiscal  year,  the  insurance  li- 
ability under  this  subsection  for  that  por- 
tion of  such  excess  which  represents  loans 
insured  after  the  applicable  date  with  re- 
spect to  such  loans,  as  determined  under 
subparagraph  IC).  shall  be  equal  to  90  per- 
cent of  the  amount  of  such  portion:  or 

"Hi)  if.  for  any  fiscal  year,  the  total 
amount  of  such  payments  to  such  a  lender 
exceeds  9  percent  of  such  sum,  the  insurance 
liability  under  this  subsection  for  that  por- 
tion of  such  excess  which  represents  loans 
insured  after  the  applicable  date  with  re- 
spect to  such  loans,  as  determined  under 
subparagraph  IC).  shall  be  equal  to  80  per- 
cent of  the  amount  of  such  portion. 


"IB)  Notwithstanding  subparagraph  IA), 
the  provisions  of  clauses  li)  and  Hi)  of  such 
subparagraph  shall  not  apply  to  an  eligible 
lender  as  described  in  section  435ld)ll)(D) 
for  the  fiscal  year  in  which  such  lender 
begins  to  carry  on  a  loan  program  insured 
by  the  Secretary,  or  for  any  of  the  4  succeed- 
ing fiscal  years. 

"IC)  The  applicable  date  icith  respect  to  a 
loan  made  by  an  eligible  lender  as  described 
in  section  435ld)ll)lD)  shall  be— 

"li)  the  90th  day  after  the  adjournment  of 
the  next  regular  session  of  the  appropriate 
State  legislature  which  convenes  after  the 
date  of  enactment  of  the  Education  Amend- 
ments of  1976.  or 

"Hi)  if  the  primary  source  of  lending  cap- 
ital for  such  lender  is  derived  from  the  sale 
of  bonds,  and  the  constitution  of  the  appro- 
priate State  prohibits  a  pledge  of  such 
State's  credit  as  security  against  such  bonds, 
the  day  which  is  one  year  after  such  90th 
day. 

"12)  Computation  of  amounts  in  repay- 
MENT.—For  the  purpose  of  this  subsection, 
the  sum  of  the  loans  made  by  a  lender  which 
are  insured  by  the  Secretary  and  which  are 
in  repayment  shall  be  the  original  principal 
amount  of  loans  made  by  such  lender  which 
are  insured  by  the  Secretary  reduced  by— 

"IA)  the  amount  the  Secretary  has  been  re- 
quired to  pay  to  discharge  his  or  her  insur- 
ance obligations  under  this  part: 

"IB)  the  original  principal  amount  of 
loans  insured  by  the  Secretary  which  have 
been  fully  repaid: 

"IC)  the  original  .principal  amount  in- 
sured on  those  loans  for  which  payment  of 
first  installment  of  principal  has  not 
become  due  pursuant  to  section  427la)l2)(B) 
or  such  first  installment  need  not  be  paid 
pursuant  to  section  427la)l2)IC):  and 

"ID)  the  original  principal  amount  of 
loans  repaid  by  the  Secretary  under  section 
437. 

"13)  Payments  to  assignees.— For  the  pur- 
pose of  this  subsection,  payments  by  the  Sec- 
retary under  section  430  to  an  assignee  of 
the  lender  with  respect  to  a  loan  shall  be 
deemed  payments  made  to  such  lender. 

"14)  Pledge  of  full  faith  and  cREDrr.—The 
full  faith  and  credit  of  the  United  States  is 
pledged  to  the  payment  of  all  amounts 
which  may  be  required  to  be  paid  under  the 
provisions  of  section  430  or  437  of  this  part 
"sources  of  funds 

"Sec.  426.  Loans  made  by  eligible  lenders 
in  accordance  with  this  part  shall  be  insur- 
able by  the  Secretary  whether  made  from 
funds  fully  owned  by  the  lender  or  from 
funds  held  by  the  lender  in  a  trust  or  similar 
capacity  and  available  for  such  loans. 

"ELIGIBILITY  OF  STUDENT  BORROWERS  AND 
TERMS  OF  FEDERALLY  INSURED  STUDENT  LOANS 

"Sec.  427.  la)  List  of  Requirements.— 
Except  as  provided  in  section  428C,  a  loan 
by  an  eligible  lender  shall  be  insurable  by 
the  Secretary  under  the  provisions  of  this 
part  only  if— 

"ID  made  to  a  student  who  (A)  is  an  eligi- 
ble student  under  section  484,  IB)  has  agreed 
to  notify  promptly  the  holder  of  the  loan 
concerning  any  change  of  address,  and  IC) 
is  carrying  at  least  one-half  the  normal  full- 
time  academic  workload  for  the  course  of 
study  the  student  is  pursuing  las  determined 
by  the  institution):  and 

"12)  evidenced  by  a  note  or  other  written 
agreement  which— 

"IA)  is  made  without  security  and  without 
endorsement  except  that  if  the  borrower  is  a 
minor  and  such  note  or  other  written  agree- 
ment executed  by  the  borrower  would  not 
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under  the  applicable  law,  create  a  binding 
obligation,  endorsement  may  be  required; 

"IB)  provides  for  repayment  (except  as 
provided  in  subsection  fc)J  of  the  principal 
amount  of  the  loan  in  installments  over  a 
period  of  not  less  than  5  years  (unless  sooner 
repaid  or  unless  the  student,  during  the  6 
months  preceding  the  start  of  the  repayment 
period,  specifically  requests  that  repayment 
be  made  over  a  shorter  period)  nor  more 
than  10  years  beginning  6  mont?is  after  the 
month  in  which  the  student  ceases  to  carry 
at  an  eligible  institution  at  least  one-half 
the  normal  full-time  academic  workload  as 
determined  by  the  institution,  except— 

"(i)  as  provided  in  subparagraph  (C); 

"(ii)  that  the  note  or  other  written  instru- 
ment  may  contain  such  reasonable  provi- 
sions relating  to  repayment  in  the  event  of 
default  in  the  payment  of  interest  or  in  the 
payment  of  the  cost  of  insurance  premiums, 
or  other  default  by  the  borrower,  as  may  be 
authorized  by  regulations  of  the  Secretary  in 
effect  at  the  time  the  loan  is  made:  and 

"(Hi)  that  the  lender  and  the  student,  after 
the  student  ceases  to  carry  at  an  eligible  in- 
stitution at  least  one-half  the  normal  full- 
time  academic  workload  as  determined  by 
the  institution,  may  agree  to  a  repayment 
schedule  which  begins  earlier,  or  is  of  short- 
er duration,  than  required  by  this  subpara- 
graph, but  in  the  event  a  borrower  has  re- 
quested and  obtained  a  repayment  period  of 
less  than  5  years,  the  borrower  may  at  any 
time  prior  to  the  total  repayment  of  the 
loan,  have  the  repayment  period  extended  so 
that  the  total  repayment  period  is  not  less 
than  5  years; 

"(C)  provides  that  periodic  installments  of 
principal  need  not  be  paid,  but  interest  shall 
accrue  and  be  paid,  during  any  period— 

"(i)  during  which  the  borrower  (I)  is  pur- 
suing a  full-time  course  of  study  at  an  eligi- 
ble institution,  (II)  is  pursuing  at  least  a 
half-time  course  of  study  (as  determined  by 
such  institution)  during  an  enrollment 
period  for  which  the  student  has  obtained  a 
loan  under  this  part,  or  (III)  is  pursuing  a 
course  of  study  pursuant  to  a  graduate  fel- 
lowship program  approved  by  the  Secretary, 
or  pursuant  to  a  rehabilitation  training  pro- 
gram for  disabled  individuals  approved  by 
the  Secretary; 

"(ii)  not  in  excess  of  3  years  during  which 
the  borrower  is  a  member  of  the  Armed 
Forces  of  the  United  States,  is  an  active 
duty  member  of  the  National  Oceanic  and 
Atmospheric  Administration  Corps,  or  is  an 
officer  in  the  Commissioned  Corps  of  the 
Public  Health  Service; 

"(Hi)  not  in  excess  of  3  years  during  which 
the  borrower  is  in  service  as  a  volunteer 
under  the  Peace  Corps  Act; 

"(iv)  not  in  excess  of  3  years  during  which 
the  borrower  is  in  service  as  a  full-time  vol- 
unteer under  the  Domestic  Volunteer  Service 
Act  of  1973; 

"(V)  not  in  excess  of  3  years  during  which 
the  borrower  is  in  service,  comparable  to  the 
service  referred  to  in  clauses  (Hi)  and  (iv), 
as  a  full-time  volunteer  for  an  organization 
which  is  exempt  from  taxation  under  sec- 
tion 501(c)(3)  of  the  Internal  Revenue  Code 
of  1954; 

"(vi)  not  in  excess  of  3  years  during  which 
the  borrower  is  engaged  as  a  full-time  teach- 
er in  a  public  or  private  elementary  or  sec- 
ondary school  in  a  teacher  shortage  area  es- 
tablished by  the  Secretary  pursuant  to  sec- 
tion 428(b)(4); 

"(vii)  not  in  excess  of  2  years  during 
which  the  borrower  is  serving  an  internship, 
the  successful  completion  of  which  is  re- 
quired in  order  to  receive  professional  recog- 


nition required  to  begin  professional  prac- 
tice or  service; 

"(viii)  not  in  excess  of  3  years  during 
which  the  bojroioer  is  temporarily  totally 
disabled,  as  established  by  sworn  affidavit 
of  a  qualified  physician,  or  during  which 
the  borrower  is  unable  to  secure  employment 
by  reason  of  the  care  required  by  a  depend- 
ent who  is  so  disabled; 

"(ix)  not  in  excess  of  24  months,  at  the  re- 
quest of  the  borrower,  during  which  the  bor- 
rower is  seeking  and  unable  to  find  full-time 
employment; 

"(x)  not  in  excess  of  6  months  of  parental 
leave;  or 

"(xi)  not  in  excess  of  12  months  for  moth- 
ers with  preschool  age  children  who  are  just 
entering  or  reentering  the  work  force  and 
who  are  compensated  at  a  rate  not  exceed- 
ing $1  in  excess  of  the  rate  prescribed  under 
section  6  of  the  Fair  Labor  Standards  Act  of 
1938. 

and  that  any  such  period  shall  not  be .  in- 
cluded in  determining  the  10-year  period 
provided  in  subparagraph  (B); 

"(D)  provides  for  interest  on  the  unpaid 
principal  balance  of  the  loan  at  a  yearly 
rate,  not  exceeding  the  applicable  maximum 
rate  prescribed  in  section  427A,  which  inter- 
est shall  be  payable  in  installments  over  the 
period  of  the  loan  except  that,  if  provided  in 
the  note  or  other  written  agreement,  any  in- 
terest payable  by  the  student  may  be  de- 
ferred until  not  later  than  the  date  upon 
which  repayment  of  the  first  installment  of 
principal  falls  due,  in  which  case  interest 
accrued  during  that  period  may  be  added  on 
that  date  to  the  principal; 

"(E)  provides  that  the  lender  will  not  col- 
lect or  attempt  to  collect  from  the  borrower 
any  portion  of  the  interest  on  the  note 
which  is  payable  by  the  Secretary  under  this 
part,  and  that  the  lender  will  enter  into  such 
agreements  with  the  Secretary  as  may  be 
necessary  for  the  purpose  of  section  437; 

"(F)  entitles  the  student  borrower  to  accel- 
erate without  penalty  repayment  of  the 
whole  or  any  part  of  the  loan; 

"(G)(i)  contains  a  notice  of  the  systejn,  of 
disclosure  of  information  concerning  such 
loan  to  credit  bureau  organizations  under 
section  430A,  and  (ii)  provides  that  the 
lender  on  request  of  the  borrower  will  pro- 
vide information  on  the  repayment  status  of 
the  note  to  such  organizations;  and 

"(H)  contains  such  other  terms  and  condi- 
tions, consistent  with  the  provisions  of  this 
part  and  with  the  regulations  issued  by  the 
Secretary  pursuant  to  this  part,  as  may  be 
agreed  upon  by  the  parties  to  such  loan,  in- 
cluding, if  agreed  upon,  a  provision  requir- 
ing the  borrower  to  pay  the  lender,  in  addi- 
tion to  principal  and  interest,  amounts 
equal  to  the  insurance  premiUTns  payable  by 
the  lender  to  the  Secretary  with  respect  to 
such  loan; 

"(3)  the  funds  borrowed  by  a  student  are 
disbursed  to  the,,  institution  by  check  or 
other  means  that  is  payable  to  and  requires 
the  endorsement  or  other  certification  by 
such  student,  except  nothing  in  this  title 
shall  be  interpreted  to  allow  the  Secretary  to 
require  checks  to  be  made  co-payable  to  the 
institution  and  the  borrower  or  to  prohibit 
the  disbursement  of  loan  proceeds  by  means 
other  than  by  check;  and 

"(4)  in  the  case  of  any  loan  made  for  any 
period  of  enrollment  that  ends  more  than 
180  days  (or  6  months)  after  the  date  dis- 
bursement is  scheduled  to  occur,  and  for  an 
amount  of  more  than  1 1,000,  the  proceeds  of 
the  loan  will,  subject  to  subsection  (b),  be 
disbursed  directly  by  the  lender  in  two  or 
more  installments,  none  of  which  exceeds 


one-half  of  the  loan,  voith  the  interval  be- 
tween the  first  and  second  installment  being 
disbursed  after  not  less  than  one-third  of 
such  period  (except  as  necessary  to  permit 
the  second  installment  to  be  disbursed  at  the 
f>eginning  of  the  second  semester,  quarter,  or 
similar  division  of  such  period  of  enroll- 
ment). 

"(b)  Special  Rules  for  Multiple  Disburse- 
MENT.— For  the  purpose  of  subsection  (a)(4)— 

"(1)  all  loans  issued  for  the  same  period  of 
enrollment  shall  be  considered  as  a  single 
loan;  and 

"(2)  the  requirements  of  such  subsection 
shall  not  apply  in  the  case  of  a  loan  made 
under  section  428A,  428B,  or  428C,  or  made 
to  a  student  to  cover  the  cost  of  attendance 
at  an  eligible  institution  outside  the  United 
States. 

"(c)  Minimum  Repayment  Rate— The  total 
of  the  payments  by  a  borrower  during  any 
year  of  any  repayment  period  with  respect 
to  the  aggregate  amount  of  all  loans  to  that 
borrower  which  are  insured  under  this  part 
shall  not  unless  the  borrower  and  the  lender 
otherwise  agree,  be  less  than  $600  or  the  bal- 
ance of  all  such  loans  (together  with  interest 
thereon),  whichever  amount  is  less,  except 
that  in  the  case  of  a  husband  and  wife,  both 
of  whom  have  such  loans  outstanding,  the 
total  of  the  combined  payments  for  such  a 
couple  during  any  year  shall  not  be  less  than 
$600  or  the  balance  of  all  such  loans,  which- 
ever is  less. 

"applicable  interest  rates 

"Sec.  427A.  (a)  Rates  To  Be  Consisttnt 
FOR  Borrower's  Entire  Debt.— With  respect 
to  any  loan  to  cover  the  cost  of  instruction 
for  any  period  of  instruction  beginning  on 
or  after  January  1.  1981.  the  rate  of  interest 
applicable  to  any  borrower  shall— 

"(1)  not  exceed  7  percent  per  year  on  the 
unpaid  principal  balance  of  the  loan  in  the 
case  of  any  borrower  who.  on  the  date  of  en- 
tering into  the  note  or  other  written  evi- 
dence of  that  loan,  has  an  outstanding  bal- 
ance of  principal  or  interest  on  any  loan 
made,  insured,  or  guaranteed  under  this 
part  for  which  the  interest  rate  does  not 
exceed  7  percent 

"(2)  except  as  provided  in  paragraph  (3), 
be  9  percent  per  year  on  the  unpaid  princi- 
pal balance  of  the  loan  in  the  case  of  any 
borrower  who.  on  the  date  of  entering  into 
the  note  or  other  written  evidence  of  that 
loan,  has  no  outstanding  balance  of  princi- 
pal or  interest  on  any  loan  described  in 
paragraph  (1)  or  any  loan  for  which  the  in- 
terest rate  is  determined  under  paragraph 
(1);  or 

"(3)  be  8  percent  per  year  on  the  unpaid 
principal  balance  of  the  loan  for  a  loan  to 
cover  the  cost  of  education  for  any  period  of 
enrollment  beginning  on  or  after  a  date 
which  is  3  months  after  a  determination 
made  under  subsection  (b)  in  the  case  of  any 
borrower  who.  on  the  dale  of  entering  into 
the  note  or  other  written  evidence  of  the 
loan,  has  no  outstanding  balance  of  princi- 
pal or  interest  on  any  loan  for  which  the  in- 
terest rate  is  determined  under  paragraph 
(1)  or  (2)  of  this  subsection. 

"(b)  Reduction  for  New  Borrowers 
After  Decline  in  Treasury  Bill  Rates.— If 
for  any  12-month  period  beginning  on  or 
after  January  1.  1981.  the  Secretary,  after 
consultation  with  the  Secretary  of  the  Treas- 
ury, determines  that  the  average  of  the  bond 
equivalent  rates  of  91-day  Treasury  bills 
auctioned  for  such  12-month  period  is  equal 
to  or  less  than  9  percent  the  interest  rate  for 
loans  under  this  part  shall  be  the  rate  pre- 
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scribed  in  subsection  latl 3)  for  borrowers  de- 
scribed m  such  subsection. 

■■(c)  Rates  for  Suppi.emkntal  Loans  for 
Stvdents  and  Loans  for  Parents.  — 

■111  In  general.— Except  as  otherwise  pro- 
vided m  this' subsection,  the  applicabte  rate 
of  interest  07i  loans  made  pursuant  to  sec- 
tion ■428A  or  428B  on  or  after  October  1. 
1981.  shall  be  14  percent  per  year  on  the 
unpaid  principal  balance  of  the  loan. 

■•>2I  Rediktion  of  rate  after  decline  in 
TREASi'RY  BILL  RATES.  — If  for  any  12-month 
period  beginning  on  or  after  October  1.  1981. 
the  Secretary,  after  consultation  with  the 
Secretary  of  the  Treasury,  determines  that 
the  average  of  the  bond  equivalent  rates  of 
91-day  Treasury  bills  auctioned  for  such  12- 
month  period  is  egual  to  or  less  than  14  per- 
cent, the  applicable  rate  of  interest  for  loans 
made  pursuant  to  section  428A  or  428B  on 
and  after  the  first  day  of  the  first  month  be- 
ginning after  the  date  of  publication  of  such 
determination  shall  be  12  percent  per  year 
on  the  unpaid  principal  balance  of  the  loan. 
■13/  Increase  of  rate  after  increase  in 
TREASURY  BILL  RATES.— If  for  any  12-month 
period  beginning  on  or  after  the  date  of  pub- 
lication of  a  determination  under  para- 
graph 12).  the  Secretary,  after  consultation 
with  the  Secretary  of  the  Treasury,  deter- 
mines that  the  average  of  the  bond  equiva- 
lent rates  of  91-day  Treasury  bills  auctioned 
for  such  12-month  period  exceeds  14  percent, 
the  applicable  rate  of  interest  for  loans 
made  pursuant  to  section  428A  or  428B  on 
and  after  the  first  day  of  the  first  month  be- 
ginning after  the  date  of  publication  of  that 
determination  under  this  paragraph  shall  be 
14  percent  per  year  on  the  unpaid  principal 
balance  of  the  loan. 

"14)  Availability  of  variable  rates.  — IA> 
For  any  loan  made  pursuant  to  section  428A 
or  428B  to  cover  the  cost  of  instruction  for 
any  period  of  enrollment  beginning  on  or 
after  July  1.  1987.  or  any  loan  made  pursu- 
ant to  such  section  prior  to  such  date  that  is 
refinanced  pursuant  to  section  428Aid)  or 
428Bid).  the  applicable  rate  of  interest 
during  any  calendar  year  shall  be  deter- 
mined under  subparagraph  IB),  except  that 
such  rate  shall  not  exceed  12  percent. 

"IB)  For  any  calendar  year,  the  rate  deter- 
mined under  this  subparagraph  is  deter- 
mined on  December  15  preceding  such  calen- 
dar year  and  is  equal  to— 

"li)   the  average  of  the  bond  equivalent 
rates   of  91-day    Treasury    bills    auctioned 
during  the  12  months  ending  on  November 
30  preceding  such  calendar  year:  plus 
"liiJ  3. 75  percent. 

"lO  The  Secretary  shall  determine  the  ap- 
plicable rate  of  interest  under  subparagraph 
IB)  after  consultation  with  the  Secretary  of 
the  Treasury  and  shall  publish  such  rate  in 
the  Federal  Register  as  soon  as  practicable 
after  the  date  of  determination. 

"Id)  Interest  Rates  for  New  Borrowers 
After  July  1,  1988.— Notwithstanding  sub- 
sections la)  and  lb)  of  this  section,  with  re- 
spect to  any  loan  lother  than  a  loan  made 
pursuant  to  sections  428A.  428B.  and  428C> 
to  cover  the  cost  of  instruction  for  any 
period  of  enrollment  beginning  on  or  after 
July  1.  1988,  to  any  borrower  who.  on  the 
date  of  entering  into  the  note  or  other  writ- 
ten evidence  of  the  loan,  has  no  outstanding 
balance  of  principal  or  interest  on  any  loan 
made,  insured,  or  guaranteed  under  this 
part,  the  applicable  rate  of  interest  shall 
be- 

"II)  8  percent  per  year  on  the  unpaid  prin- 
cipal balance  of  the  loan  during  the  period 
beginning  on  the  date  of  the  disbursement  of 
the  loan  and  ending  4  years  after  the  com- 
mencement of  repayment:  and 


"121  10  percent  per  year  on  the  unpaid 
principal  balance  of  the  loan  during  the  re- 
mainder of  the  repayment  period. 

'■le)  Treatment  of  Excess  Interest  Pay- 
ments ON  New  Borrower  Accounts  Result- 
ing From  Decline  in  Treasury  Bill  Rates.— 
■ID  In  general.— If.  with  respect  to  a  loan 
for  which  the  applicable  interest  rale  is  10 
percent  under  subsection  Id)  of  this  section 
at  the  close  of  any  calendar  quarter,  the  sum 
of  the  average  of  the  bond  equivalent  rates 
of  91-day  Treasury  bills  auctioned  for  that 
quarter  and  3.25  percent  is  less  than  10  per- 
cent, then  an  adjustment  shall  be  made  to  a 
borrower's  account— 

■lA)  by  calculating  excess  interest  in  the 
amount  computed  under  paragraph  12)  of 
this  subsection:  and 

■■IB)  by  crediting  the  excess  interest  to  the 
reduction  of  principal  to  the  extent  provided 
for  under  paragraph  13)  of  this  subsection. 

■12)  Amount  of  adjustment.— The  amount 
of  any  adjustment  of  interest  on  a  loan  to  be 
made  under  this  subsection  for  any  quarter 
shall  be  equal  to— 

■■I A)  10  percent  minus  the  sum  of  H)  the 
average  of  the  bond  equivalent  rates  of  91- 
day  Treasury  bills  auctioned  for  such  calen- 
dar quarter,  and  Hi)  3.25  percent;  multiplied 
by 

■IB)  the  outstanding  principal  balance  of 
the  loan   inot  including  unearned  interest 
added  to  principal)  at  the  end  of  such  calen- 
dar quarter:  divided  by 
•lOfour 

■■13)  Annual  adjustment  of  interest  and 
borrower  eligibility  for  credit.— Any  ad- 
justment amount  computed  pursuant  to 
paragraph  12)  of  this  subsection  for  any 
quarter  shall  be  credited,  by  the  holder  of  the 
loan  on  the  last  day  of  the  calendar  year  in 
which  such  quarter  falls,  to  the  loan  account 
of  the  borrower  so  as  to  reduce  the  principal 
balance  of  such  account.  No  such  credit 
shall  be  made  to  the  loan  account  of  a  bor- 
rower who  on  the  last  day  of  the  calendar 
year  is  delinquent  for  more  than  30  days  in 
making  a  required  payment  on  the  loaii,  nor 
need  any  credit  be  made  when  the  amount 
to  be  credited  is  less  than  $50.  Any  credit 
which  is  to  be  made  to  a  borrowers  account 
pursuant  to  this  subsection  shall  be  made  ef- 
fective commencing  no  later  than  30  days 
following  the  last  day  of  the  calendar  year 
in  which  the  quarter  falls  for  which  the 
credit  is  being  made.  Nothing  in  this  subsec- 
tion shall  be  construed  to  require  refunding 
any  repayment  of  a  loan.  At  the  option  of 
the  lender,  the  amount  of  such  adjustment 
may  be  distributed  to  the  borrower  either  by 
reduction  in  the  amount  of  the  periodic  pay- 
ment on  the  loan,  or  by  reducing  the  number 
of  payments  that  shall  be  made  with  respect 
to  the  loan. 

"14)  Publication  of  Treasury  bill  rate.— 
For  the  purpose  of  enabling  holders  of  loans 
to  make  the  determinations  and  adjust- 
ments provided  for  in  this  subsection,  the 
Secretary  shall  for  each  calendar  quarter 
commencing  with  the  quarter  beginning  on 
July  1.  1987,  publish  a  notice  of  the  average 
of  the  bond  equivalent  rates  of  91-day  Treas- 
ury bills  auctioned  for  such  quarter.  Such 
notice  shall  be  published  not  later  than  7 
days  after  the  end  of  the  quarter  to  which 
the  notice  relates. 

■15)  Study  of  treatment  of  excess  inter- 
est payments  provisions.— The  Secretary 
shall  examine  and  evaluate  the  provisions  of 
this  subsection,  and  not  later  than  €  months 
ajter  the  date  of  enactment  of  the  Higher 
Education  Amendments  of  1986,  prepare 
and  submit  to  the  Congress  such  legislative 
proposals  as  the  Secretary  determines  are 


necessary  to  carry  out  the  objectives  of  Otis 
subsection. 

■■If)  Lesser  Rates  Permitted.— Nothing  in 
this  section  or  section  428C  shall  be  con- 
strued to  prohibit  a  lender  from  charging  a 
borrower  interest  at  a  rate  less  than  the  rate 
which  is  applicable  under  this  part. 

■■Ig)  Definitions.— For  the  purpose  of  sub- 
sections la)  and  Id)  of  this  section— 

■■ID  the  term  ■period  of  instruction'  shall, 
at  the  discretion  of  the  lender,  be  any  aca- 
demic year,  semester,  trimester,  quarter,  or 
other  academic  period:  or  shall  be  the  period 
for  which  the  loan  is  made  as  determined  by 
the  institution  of  higher  education:  and 

■■12)  the  term  'period  of  enrollment'  shall 
be  the  period  for  which  the  loan  is  made  as 
determined  by  the  institution  of  higher  edu- 
cation and  shall  coincide  with  academic 
terms  such  as  academic  year,  semester,  tri- 
mester, quarter,  or  other  academic  period  as 
defined  by  such  institution. 

"federal  pa  yments  to  reduce  student 
interest  costs 
'■Sec.    428.    la)    Federal    Interest  Subsi- 
dies.— 

"ID  Types  of  loa.\s  that  qualify.— Each 
student  who  has  received  a  loan  for  study  at 
an  eligible  institution— 

"lA)  which  is  insured  by  the  Secretary 
under  this  part:  or 

"IB)  which  is  insured  under  a  program  of 
a  State  or  of  a  nonprofit  private  institution 
or  organization  which  was  contracted  for, 
and  paid  to  the  student,  within  the  period 
specified  in  paragraph  I5),  and  which— 

"li)  in  the  case  of  a  loan  insured  prior  to 
July  1.  1967,  was  made  by  an  eligible  lender 
and  is  insured  under  a  program  which  meets 
the  requirements  of  subparagraph  IE)  of  sub- 
section ib)ll)  and  provides  that  repayment 
of  such  loan  shall  be  in  installments  begin- 
ning not  earlier  than  60  days  after  the  stu- 
dent ceases  to  pursue  a  course  of  study  las 
described  in  subparagraph  ID)  of  subsection 
ib)iD)  at  an  eligible  institution,  or 

"Hi)  in  the  case  of  a  loan  insured  after 
June  30.  1967.  was  made  by  an  eligible 
lender  and  is  insured  under  a  program  cov- 
ered by  an  agreement  made  pursuant  to  sub- 
section lb), 

shall  be  entitled  to  have  paid  on  his  or  her 
behalf  and  for  his  or  her  account  to  the 
holder  of  the  loan  a  portion  of  the  interest 
on  such  loan  under  circumstances  described 
in  paragraph  12). 

"12)  Additional  requirements  to  receive 
subsidy.— lA)  Each  student  qualifying  for  a 
portion  of  an  interest  payment  under  para- 
graph ID  shall— 

"li)  have  provided  to  the  lender  a  state- 
ment from  the  eligible  institution,  at  which 
the  student  has  been  accepted  for  enroll- 
ment, or  at  which  the  student  is  in  attend- 
ance, which— 

"ID  sets  forth  such  student's  estimated 
cost  of  attendance  las  determined  under  sec- 
tion 472):  and 

"III)  sets  forth  such  student's  estimated  fi- 
nancial assistance:  and 

"Hi)  meet  the  requirements  of  subpara- 
graph IB). 

■■IB)  For  the  purpose  of  clause  Hi)  of  sub- 
paragraph lA).  a  student  shall  qualify  for  a 
portion  of  an  interest  payment  under  para- 
graph ID  if  the  eligible  institution  has  pro- 
vided the  lender  with  a  statement  evidenc- 
ing a  determination  of  need  for  a  loan  las 
determined  under  part  F  of  this  title)  and 
the  amount  of  such  need,  subject  to  the  pro- 
visions of  subparagraph  ID). 

"lO  For  the  purpose  of  paragraph  ID  and 
this  paragraph— 
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"(i)  a  student's  estimated  financial  assist 
ance  means,  for  the  period  for  which  the 
loan  is  sought,  the  amount  of  assistance 
such  student  will  receive  under  subpart  1  of 
part  A  (as  determined  in  accordance  with 
section  4S4(b)).  subpart  2  of  part  A.  and 
parts  C  and  E  of  this  title,  and  any  amount 
paid  the  student  under  chapters  32,  34.  and 
35  of  title  38.  United  Stales  Code,  plus  other 
scholarship,  grant  or  loan  assistance:  and 

"(iiJ  the  determination  of  need  and  of  the 
amount  of  a  loan  by  an  eligible  institution 
under  subparagraph  (B)  with  respect  to  a 
student  shall  be  calculated  by  subtracting 
from  the  estimated  cost  of  attendance  at  the 
eligible  institution  the  total  of  the  expected 
family  contribution  with  respect  to  such  stu- 
dent plus  any  estimated  financial  assistance 
reasonably  available  to  such  student. 

"(Di  An  eligible  institution  may  not.  in 
carrying  out  the  provisions  of  subpara- 
graphs (A)  and  (B)  of  this  paragraph,  pro- 
vide a  statement  which  permits  the  student 
to  receive  any  loan  under  this  part  in  excess 
of  the  maximum  amount  applicable  to  such 
loan. 

"(E)  For  the  purpose  of  subparagraphs  (B) 
and  (C)  of  this  paragraph,  any  loan  ob- 
tained by  a  student  under  sectioti  428A  or  a 
parent  under  section  428B  of  this  Act  or 
under  any  State-sponsored  or  private  loan 
program  for  an  academic  year  for  which  the 
determination  is  made  inay  be  used  to  offset 
the  expected  family  contribution  of  the  stu- 
dent for  that  year. 

"(F)  Except  as  provided  in  subparagraph 
(D).  an  eligible  institution  inay  not.  in  car- 
rying out  the  provisions  of  subparagraphs 
(A)  and  (B)  of  this  paragraph,  refuse  to  pro- 
vide to  any  eligible  lender  which  has  an 
agreement  under  subsection  (b)  of  this  sec- 
tion with  any  guaranty  agency,  a  statement 
which  permits  a  student  to  receive  any  loan 
under  this  part. 

"(3)  Amount  or  interest  subsidy.— (A)(i) 
Subject  to  section  438(c).  the  portion  of  the 
interest  on  a  loan  which  a  student  is  enti- 
tled to  have  paid,  on  behalf  of  and  for  the 
account  of  the  student,  to  the  holder  of  the 
loan  pursuant  to  paragraph  (1)  of  this  sub- 
section shall  be  equal  to  the  total  amount  of 
the  interest  on  the  unpaid  principal  amount 
of  the  loan— 

"(I)  which  accrues  prior  to  the  beginning 
of  the  repayment  period  of  the  loan,  or 

"(ID  which  accrues  during  a  period  in 
which  principal  need  not  be  paid  (whether 
or  not  such  principal  is  in  fact  paid)  by 
reason  of  a  provision  described  in  subsec- 
tion (b)(l)(M)  of  this  section  or  in  section 
427(a)(2)(C). 

"(ii)  Such  portion  of  the  interest  on  a  loan 
shall  not  exceed,  for  any  period,  the  amount 
of  the  interest  on  that  loan  which  is  payable 
by  the  student  after  taking  into  consider- 
ation the  amount  of  any  interest  on  that 
loan  which  the  student  is  entitled  to  have 
paid  on  his  or  her  behalf  for  that  period 
under  any  State  or  private  loan  insurance 
program. 

"(Hi)  The  holder  of  a  loan  with  respect  to 
which  payments  are  required  to  be  made 
under  this  section  shall  be  deemed  to  have  a 
contractual  right,  as  against  the  United 
States,  to  receive  from  the  Secretary  the  por- 
tion of  interest  which  has  been  so  deter- 
mined without  administrative  delay  after 
the  receipt  by  the  Secretary  of  an  accurate 
and  complete  request  for  payment  pursuant 
to  paragraph  (4). 

"(iv)  The  Secretary  shall  pay  this  portion 
of  the  interest  to  the  holder  of  the  loan  on 
behalf  of  and  for  the  account  of  the  borrower 
at  such  times  as  may  be  specified  in  regula- 
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tions  in  force  when  the  applicable  agree- 
ment entered  into  pursuant  to  subsection  (b) 
was  made,  or,  if  the  loan  was  made  by  a 
State  or  is  insured  under  a  program  which 
is  not  covered  by  such  an  agreement,  at  such 
times  as  may  be  specified  in  regulations  in 
force  at  the  time  the  loan  was  paid  to  the 
student. 

"(B)  If- 

"(i)  a  State  student  loan  insurance  pro- 
gram is  covered  by  an  agreement  under  sub- 
section (b). 

"(ii)  a  statute  of  such  State  limits  the  in- 
terest rate  on  loans  insured  by  such  program 
to  a  rate  which  is  less  than  the  applicable 
interest  rate  under  this  part,  and 

"(Hi)  the  Secretary  determines  that  subsec- 
tion (d)  does  not  make  such  statutory  limi- 
tation inapplicable  and  that  such  statutory 
limitation  threatens  to  impede  the  carrying 
out  of  the  purpose  of  this  part, 
then  the  Secretary  may  pay  an  administra- 
tive cost  allowance  to  the  holder  of  each 
loan  which  is  insured  under  such  program 
and  which  is  made  during  the  period  begin- 
ning on  the  60th  day  after  the  date  of  enact- 
ment of  the  Higher  Education  Amendments 
of  1968  and  ending  120  days  after  the  ad- 
journment of  such  State's  first  regular  legis- 
lative session  which  adjourns  after  January 
1.  1969.  Such  administrative  cost  allowance 
shall  be  paid  over  the  term  of  the  loan  in  an 
amount  per  year  (determined  by  the  Secre- 
tary) which  shall  not  exceed  1  percent  of  the 
unpaid  principal  balance  of  the  loan. 

"(4)  SUBMI.S.SION  OF  STATEA.ENTS  BY  HOLDERS 

ON  AMOUNT  OF  PAYMENT.— Each  holder  of  a 
loan  with  respect  to  which  payments  of  in- 
terest are  required  to  be  made  by  the  Secre- 
tary shall  submit  to  the  Secretary,  at  such 
time  or  times  and  in  such  manner  as  the 
Secretary  may  prescribe,  statements  con- 
taining such  information  as  may  be  re- 
quired by  or  pursuant  to  regulation  for  the 
purpose  of  enabling  the  Secretary  to  deter- 
mine the  amount  of  the  payment  which  he 
must  make  with  respect  to  that  loan. 

"(5)  Duration  of  authority  to  make  inter- 
est subsidized  LOANS.  — The  period  referred  to 
in  subparagraph  (B)  of  paragraph  (1)  of  this 
subsection  shall  begin  on  the  date  of  enact- 
ment of  this  Act  and  end  at  the  close  of  Sep- 
tember 30.  1992,  except  that,  in  the  case  of  a 
loan  made  or  insured  under  a  student  loan 
or  loan  insurance  program  to  enable  a  stu- 
dent who  has  obtained  a  prior  loan  made  or 
insured  under  such  program  to  continue  his 
or  her  education  program,  such  period  shall 
end  at  the  close  of  September  30.  1997. 
"(6)  Assessment  of  borrower's  financial 

CONDITION    not    PROHIBITED     OR     REQUIRED.— 

Nothing  in  this  or  any  other  Act  shall  be 
construed  to  prohibit  or  require,  unless  oth- 
erwise specifically  provided  by  law.  a  lender 
to  evaluate  the  total  fiiiancial  situation  of  a 
student  making  application  for  a  loan 
under  this  part,  or  to  counsel  a  student  with 
respect  to  any  such  loan,  or  to  make  a  deci- 
sion based  on  such  evaluation  and  counsel- 
ing with  respect  to  the  dollar  amount  of  any 
such  loan. 

"(b)  Insurance  Program  Agreements  To 
Qualify  Loans  for  Interest  Subsidies.— 

"(1)  Requirements  of  insurance  pro- 
gram.—Any  State  or  any  nonprofit  private 
institution  or  organization  may  enter  into 
an  agreement  with  the  Secretary  for  the  pur- 
pose of  entitling  students  who  receive  loans 
which  are  insured  under  a  student  loan  in- 
surance program  of  that  State,  institution, 
or  organization  to  have  made  on  their 
behalf  the  payments  provided  for  in  subsec- 
tion (a)  if  the  Secretary  determines  that  the 
student  loan  insurance  program— 
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"(A)  authorizes  the  insurance  in  any  aca- 
demic year  or  its  equivalent  (as  determined 
under  regulations  of  the  Secretary)  for  any 
student  who  is  carrying  at  an  eligible  insti- 
tution at  least  one-half  the  normal  full-time 
academic  workload  (as  determined  by  the 
institution)  in  any  amount  up  to  a  maxi- 
mum of— 

"(i)  $2,625  in  the  case  of  a  student  who  has 
not  successfully  completed  the  first  or 
second  year  of  a  program  of  undergraduate 
education: 

"(ii)  $4,000.  in  the  case  of  a  student  who 
has  successfully  completed  such  first  and 
second  year  but  who  has  not  successfully 
completed  the  remainder  of  a  program  of 
undergraduate  education;  and 

"(Hi)  $7,500.  in  the  case  of  a  graduate  or 
professional  student  (as  defined  in  regula- 
tions of  the  Secretary): 

except  in  cases  where  the  Secretary  deter- 
mines, pursuant  to  regulations,  that  a 
higher  amount  is  warranted  in  order  to 
carry  out  the  purpose  of  this  part  with  re- 
spect to  students  engaged  in  specialized 
training  requiring  exceptionally  high  costs 
of  education,  but  the  annual  insurable  limit 
per  student  shall  not  be  deemed  to  be  exceed- 
ed by  a  line  of  credit  under  which  actual 
payments  by  the  lender  to  the  borrower  will 
not  be  made  in  any  years  in  excess  of  the 
annual  limit: 

"(B)  provides  that  the  aggregate  insured 
unpaid  principal  amount  for  all  such  in- 
sured loans  made  to  any  student  shall  be 
any  amount  up  to  a  maximum  of— 

"(i)  $17,250.  in  the  case  of  any  student 
who  has  not  successfully  completed  a  pro- 
gram of  undergraduate  education:  and 

"(ii)  $54,750.  in  the  case  of  any  graduate 
or  professional  student  (as  defined  by  regu- 
lations of  the  Secretary  and  including  any 
loans  which  are  insured  by  the  Secretary 
under  this  part,  or  by  a  guaranty  agency, 
made  to  such  student  before  the  student 
became  a  graduate  or  professional  student); 
except  that  the  Secretary  may  increase  the 
limit  applicable  to  students  who  are  pursu- 
ing programs  which  the  Secretary  deter- 
mines are  exceptionally  expensive: 

"(C)  authorises  the  insurance  of  loans  to 
any  individual  student  for  at  least  6  aca- 
demic years  of  study  or  their  equivalent  (as 
determined  under  regulations  of  the  Secre- 
tary); 

"(D)  provides  that  d)  the  student  borrower 
shall  be  entitled  to  accelerate  without  penal- 
ty the  whole  or  any  part  of  an  insured  loan, 
(ii)  except  as  provided  in  subparagraph  (M) 
of  this  paragraph,  the  repayment  period  of 
any  insured  loan  may  not  exceed  10  years, 
and  (Hi)  the  note  or  other  written  evidence 
of  any  loan,  may  contain  such  reasonable 
provisions  relating  to  repayment  in  the 
event  of  default  by  the  borrower  as  may  be 
authorized  by  regulations  of  the  Secretary  in 
effect  at  the  time  such  note  or  written  eri- 
dence  was  executed: 

"(E)  subject  to  subparagraphs  (Di  and  (L) 
of  this  paragraph  and  except  as  provided  by 
subparagraph  (M)  of  this  paragraph,  pro- 
vides that  repayment  of  loans  shall  be  in  in- 
stallments over  a  period  of  not  less  than  5 
years  (unless  the  student,  during  the  6 
months  preceding  the  start  of  the  repayment 
period,  specifically  requests  that  repayment 
be  made  over  a  shorter  period)  nor  more 
than  10  years  beginning  6  months  after  the 
month  in  which  the  student  ceases  to  carry 
at  least  one-half  the  normal  full-time  aca- 
demic workload  as  determined  by  the  insti- 
tution; 
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"IF)  authorises  interest  on  the  unpaid  bal- 
ance of  the  loan  at  a  yearly  rate  not  in 
excess  lexclusive  of  any  premium  for  insur- 
ance which  may  be  passed  on  to  the  borrow- 
er) of  the  rate  required  by  section  427A: 

"(G)  insures  not  less  than  100  percent  of 
the  unpaid  principal  of  loans  insured  under 
the  program; 

"(H)  provides  for  collection  of  a  single  in- 
surance premium  equal  to  not  more  than  3 
percent  of  the  principal  amount  of  the  loan, 
by  deduction  proportionately  from  each  in- 
stallment payment  of  the  proceeds  of  the 
loan  to  the  borrower,  and  insures  that  the 
proceeds  of  the  previium  will  not  be  used  for 
incentive  payments  to  lenders; 

"(I)  provides  that  the  benefits  of  the  loan 
insurance  program  will  not  be  denied  any 
student  who  is  eligible  for  interest  benefits 
under  subsection  (a)  (1)  and  (2); 

"(J)  provides  that  a  student  may  obtain 
iruurance  under  the  program  for  a  loan  for 
any  year  of  study  at  an  eligible  institution; 

"(K)  in  the  case  of  a  State  program,  pro- 
vides that  such  State  program  is  adminis- 
tered try  a  single  State  agency,  or  by  one  or 
more  nonprofit  private  institutions  or  orga- 
nizations under  supervision  of  a  single 
State  agency: 

"(L)  provides  that  the  total  of  the  pay- 
ments by  a  borrower— 

"(i)  during  any  year  of  any  repayment 
period  with  respect  to  the  aggregate  amount 
of  all  loans  to  that  borrower  which  are  in- 
sured under  this  part  shall  not,  unless  the 
borrower  and  the  lender  otherwise  agree,  be 
less  than  S600  or  the  balance  of  all  such 
loans  (together  with  interest  thereon), 
whichever  amount  is  less,  except  that,  in  the 
case  of  a  husband  and  wife,  both  of  whom 
have  such  loans  outstanding,  the  total  of  the 
combined  payments  for  such  a  inuple 
during  any  year  shall  not  be  less  than  $600 
or  the  balance  of  all  such  loans,  whichever  is 
less;  and 

"(ii)  for  a  monthly  or  other  similar  pay- 
ment period  with  respect  to  the  aggregate  of 
all  loans  held  by  the  lender  may.  when  the 
amount  of  a  monthly  or  other  similar  pay- 
ment is  not  a  multiple  of  tS.  be  rounded  to 
the  next  highest  whole  dollar  amount  that  is 
a  multiple  ofSS; 

"(M)  provides  that  periodic  installments 
of  principal  need  not  be  paid,  but  interest 
shall  accrue  and  be  paicL  during  any 
period— 

"(i)  during  which  the  borrower  (I)  is  pur- 
suing a  full-time  course  of  study  as  deter- 
mined by  an  eligible  institution.  (II)  is  pur- 
suing at  least  a  half-time  course  of  study  (as 
determined  by  such  institution)  for  which 
the  student  has  obtained  a  loan  under  this 
part,  or  (III)  is  pursuing  a  course  of  study 
pursuant  to  a  graduate  fellowship  program 
approved  by  the  Secretary,  or  pursuant  to  a 
rehabilitation  training  program  for  disabled 
individuals  approved  by  the  Secretary; 

"(ii)  not  in  excess  of  3  years  during  which 
the  borrower  is  a  member  of  the  Armed 
Forces  of  the  United  States,  is  an  active 
duty  memlxr  of  the  National  Oceanic  and 
Atmospheric  Administration  Corps,  or  is  an 
officer  in  the  Commissioned  Corps  of  the 
Public  Health  Service; 

"(Hi)  not  in  excess  of  3  years  during  which 
the  tmrrower  is  in  service  as  a  volunteer 
under  the  Peace  Corps  Act; 

"(iv)  not  in  excess  of  3  years  during  which 
the  borrower  is  in  service  as  a  full-time  vol- 
unteer under  the  Domestic  Volunteer  Service 
Act  of  1973; 

"(V)  not  in  excess  of  3  years  during  which 
the  txtrrower  is  in  service,  comparable  to  the 
service  referred  to  in  clauses  (Hi)  and  (iv). 


as  a  full-time  volunteer  for  an  organization 
which  is  exempt  from  taxation  under  sec- 
tion S01(c)(3)  of  the  Internal  Revenue  Code 
of  1954; 

"(vi)  not  in  excess  of  3  years  during  which 
the  borrower  is  engaged  as  a  full-time  teach- 
er in  a  public  or  private  elementary  or  sec- 
ondary school  in  a  teacher  shortage  area  es- 
tablished by  the  Secretary  pursuant  to  para- 
graph (4)  of  this  subsection; 

"(vii)  not  in  excess  of  2  years  during 
which  the  borrower  is  serving  an  internship, 
the  successful  completion  of  which  is  re- 
quired in  order  to  receive  professional  recog- 
nition required  to  l>egin  professional  prac- 
tice or  service: 

"(viii)  not  in  excess  of  3  years  during 
which  the  borrower  is  temporarily  totally 
disabled,  as  established  by  sworn  affidavit 
of  a  qualified  physician,  or  during  which 
the  borrower  is  unable  to  secure  employment 
by  reason  of  the  care  required  by  a  depend- 
ent who  is  so  disabled: 

"(ix)  not  in  excess  of  24  months,  at  the  re- 
quest of  the  borrower,  during  which  the  bor- 
rower is  seeking  and  unable  to  find  full-time 
employment; 

"(X)  not  in  excess  of  6  months  of  parental 
leave:  and 

"(xi)  not  in  excess  of  12  months  for  moth- 
ers with  preschool  age  children  who  are  just 
entering  or  reentering  the  work  force  and 
who  are  compensated  at  a  rate  not  exceed- 
ing SI  in  excess  of  the  rate  prescribed  under 
section  6  of  the  Fair  Labor  Standards  Act  of 
1938: 

"(N)  provides  that  funds  borrowed  by  a 
student  are  disbursed  to  the  institution  by 
check  or  other  means  that  is  payable  to  and 
requires  the  endorsement  or  other  certifica- 
tion by  such  student,  except  nothing  in  this 
title  shall  be  interpreted  to  allow  the  Secre- 
tary to  require  checks  to  be  made  co-payable 
to  the  institution  and  the  borrower  or  to 
prohibit  the  disbursement  of  loan  proceeds 
by  means  other  than  by  check; 

"(O)  provides  that  the  proceeds  of  any 
loan  made  for  any  period  of  enrollment  that 
ends  more  than  ISO  days  (or  6  months)  after 
the  date  disbursement  is  scheduled  to  occur, 
and  for  an  amount  of  more  than  $1,000- 

"(i)  will  be  disbursed  directly  by  the  lender 
in  two  or  more  installments,  none  of  which 
exceeds  one-half  of  the  loan,  with  the  inter- 
val t>etween  the  first  and  second  installment 
being  disbursed  not  less  than  one-third  of 
such  period  (except  as  necessary  to  permit 
the  second  installment  to  be  disbursed  at  the 
be0nning  of  the  second  semester,  quarter,  or 
similar  division  of  such  period  of  enroll- 
ment), or 

"(ii)  will  be  disbursed  in  such  installments 
pursuant  to  the  escrow  provisions  of  subsec- 
tion (i)  of  this  section. 

but  all  loans  issued  for  the  same  period  of 
enrollment  shall  be  considered  as  a  single 
loan  for  the  purpose  of  this  subparagraph 
and  the  requirements  of  this  subparagraph 
shall  not  apply  in  the  case  of  a  loan  made 
under  section  428A.  428B,  or  428C,  or  made 
to  a  student  to  cover  the  cost  of  attendance 
at  an  eligible  institution  outside  the  United 
States; 

"(P)  requires  the  borrower  and  the  institu- 
tion at  which  the  borrower  is  in  attendance 
to  promptly  notify  the  holder  of  the  loan,  di- 
rectly or  through  the  guaranty  agency,  con- 
cerning any  change  of  address  or  status; 

"(Q)  provides  for  the  guarantee  of  loans 
made  to  students  and  parents  under  sections 
428A  and  428B: 

"(R)  with  respect  to  lenders  which  are  eli- 
gible institutions,  provides  for  the  insurance 
of  loans  by  only  suc/i  institutions  as  are  lo- 


cated within  the  geographic  area  served  by 
such  guaranty  agency; 

"(S)  provides  no  restrictions  with  respect 
to  the  insurance  of  loans  for  students  who 
are  otherwise  eligible  for  loans  under  such 
program  if  such  a  student  is  accepted  for  en- 
rollment in  or  is  attending  an  eligible  insti- 
tution within  the  State,  or  if  such  a  student 
is  a  legal  resident  of  the  State  and  is  accept- 
ed for  enrollment  in  or  is  attending  an  eligi- 
ble institution  outside  that  State; 

"(T)  provides  no  restrictions  with  respect 
to  eligible  institutions  which  are  more  oner- 
ous than  eligibility  requirements  for  institu- 
tions under  the  Federal  student  loan  insur- 
ance program  as  in  effect  on  January  1, 
1985.  unless— 

"(i)  that  institution  is  ineligible  under 
regulations  for  the  limitation,  susi>ension, 
or  termination  of  eligible  institutions  under 
the  Federal  student  loan  insurance  program 
or  is  ineligible  pursuant  to  criteria  issued 
under  the  student  loan  insurance  program 
which  are  substantially  the  same  as  regula- 
tions with  respect  to  such  eligHyility  issued 
under  the  Federal  student  loan  insurance 
program;  or 

"(ii)  there  is  a  State  constitutional  prohi- 
bition affecting  the  eligibility  of  such  an  in- 
stitution; and 

"(U)  provides  (i)  for  the  eligibility  of  all 
lenders  described  in  section  435(d)(1)  under 
reasonable  criteria,  unless  (I)  that  lender  is 
eliminated  as  a  lender  under  regulations  for 
the  limitation,  suspension,  or  termination 
of  a  lender  under  the  Federal  student  loan 
insurance  program  or  is  eliminated  as  a 
lender  pursuant  to  criteria  issued  under  the 
student  loan  insurance  program  which  are 
substantially  the  same  as  regulations  with 
respect  to  such  eligibility  as  a  lender  issued 
under  the  Federal  student  loan  insurance 
program,  or  (II)  there  is  a  State  constitu- 
tional prohibition  affecting  the  eligHrility  of 
a  lender,  and  (ii)  assurances  that  the  guar- 
anty agency  will  report  to  the  Secretary  con- 
cerning changes  in  such  criteria,  including 
any  procedures  in  effect  under  such  program 
to  limit,  suspend,  or  terminate  lenders. 

"(2)  Contents  of  insurance  program 
AGREEMENT.— Such  an  agreement  shall— 

"(A)  provide  that  the  holder  of  any  such 
loan  uxill  be  required  to  submit  to  the  Secre- 
tary, at  such  time  or  times  and  in  such 
manner  as  the  Secretary  may  prescribe, 
statements  containing  such  information  as 
may  be  required  by  or  pursuant  to  regula- 
tion for  the  purpose  of  enabling  the  Secre- 
tary to  determine  the  amount  of  the  pay- 
ment which  must  6e  made  with  respect  to 
that  loan; 

"(B)  include  such  other  provisions  as  may 
be  necessary  to  protect  the  United  States 
from  the  risk  of  unreasonable  loss  and  pro- 
mote the  purpose  of  this  part,  including 
such  provisions  as  may  be  necessary  for  the 
purpose  of  section  437.  and  as  are  agreed  to 
by  the  Secretary  and  the  guaranty  agency, 
as  the  case  may  be; 

"(C)  provide  for  making  such  reports,  in 
such  form  and  containing  such  information, 
as  the  Secretary  may  reasonably  require  to 
carry  out  the  Secretary's  functions  under 
this  part,  and  for  keeping  such  records  and 
for  affording  such  access  thereto  as  the  Sec- 
retary may  find  necessary  to  assure  the  cor- 
rectness and  verification  of  such  reports; 

"(D)  provide  for— 

"(i)  conducting,  except  as  provided  in 
clause  (ii),  financial  and  compliance  audits 
of  the  guaranty  agency  at  least  once  every  2 
years  and  covering  the  period  since  the  most 
recent  audit,  conducted  by  a  qualified,  inde- 
pendent organisation  or  person  in  accord- 
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ance  with  standards  established  by  the 
Comptroller  General  for  the  audit  of  govern- 
mental organizations,  programs,  and  func- 
tions, and  as  prescribed  in  regulations  of  the 
Secretary,  the  results  of  which  shall  be  sub- 
mitted to  the  Secretary;  or 

"tii)  with  regard  to  a  guaranty  program  of 
a  State  which  is  audited  under  chapter  75  of 
title  31,  United  States  Code,  deeming  such 
audit  to  satisfy  the  requirements  of  clatise 
li)  for  the  period  of  time  covered  by  such 
audit:  and 

"IE)  provide  that  any  guaranty  agency 
may  transfer  loans  which  are  insured  under 
this  part  to  any  other  guaranty  agency  with 
the  approval  of  the  holder  of  the  loan  and 
such  other  guaranty  agency. 

"(3)  Restrictions  on  inducements,  mail- 
ings, AND  ADVERTISING.— A  guaranty  agency 
shall  not— 

"(A)  offer,  directly  or  indirectly,  premi- 
ums, payments,  or  other  inducements  to  any 
educational  institution  or  its  employees  in 
order  to  secure  applicants  for  loans  under 
this  part; 

"(B>  conduct  unsolicited  mailings  to  stu- 
dents enrolled  in  secondary  school  of  stu- 
dent loan  application  forms;  or 

"(C)  conduct  fraudulent  or  misleading  ad- 
vertising concerning  loan  availability. 

"(4)  Targeted  teacher  deferment  rule.— 
(A)  The  deferment  for  service  as  a  teacher  in 
a  public  or  nonprofit  private  elementary  or 
secondary  school  shall  be  for  service  as  such 
a  teacher  in  shortage  areas  prescribed  by  the 
Secretary,  in  consultation  with  the  chief 
Stale  school  officer  or,  in  the  case  of  non- 
profit private  elementary  or  secondary 
schools,  with  appropriate  officials  of  the 
nonprofit  private  schools  in  each  State  in 
accordance  with  this  subparagraph. 

"(Bt  For  the  purpose  of  this  paragraph,  the 
term  'shortage  areas'  means  (i)  geographic 
areas  of  the  State  in  which  there  is  a  short- 
age of  elementary  and  secondary  school 
teachers,  and  (HI  an  area  of  shortage  of  ele- 
mentary and  secondary  school  teachers  in 
specific  grade  levels  and  in  specific  academ- 
ic, instructional,  subject  matter,  and  disci- 
pline classifications.  In  carrying  out  the 
provisions  of  this  subparagraph,  the  Secre- 
tary shall  give  special  consideration  to 
areas  in  which  emergency  certification  of 
individuals  in  a  State  is  being  used  to  cor- 
rect teacher  shortages;  and  to  States  which 
have  retirement  laws  permitting  early  retire- 
ment 

"(5)  Special  rule.— For  the  purpose  of 
paragraph  (IKM)  of  this  subsection,  the  Sec- 
retary shall  approve  any  course  of  study  at  a 
foreign  university  that  is  accepted  for  the 
completion  of  a  recognized  international  fel- 
lowship program  by  the  administrator  of 
such  a  program. 

"(6)  Guaranty  agency  information  trans- 
fers.—(A)  Prior  to  the  implementation  of 
section  485B,  any  guaranty  agency  may  re- 
quest information  regarding  loans  made 
after  January  1,  1987,  to  students  who  are 
residents  of  the  State  for  which  the  agency  is 
the  designated  guarantor,  from  any  other 
guaranty  agency  insuring  loans  to  such  stu- 
dents. 

"(B)  Upon  a  request  pursuant  to  subpara- 
graph (A),  a  guaranty  agency  shall  provide— 

"(i)  the  name  and  the  social  security 
number  of  the  borrower;  and 

"(ii)  the  amount  borrowed,  the  cumulative 
amount  borrowed,  the  income  reported  on 
the  loan  application,  and  the  purposes  and 
the  cost  of  attendance  of  the  borrower. 

"(C)  Any  costs  associated  with  fulfilling 
the  request  of  a  guaranty  agency  for  infor- 
mation on  students  shall  be  paid  by  the 


guaranty  agency   requesting   the  informa- 
tion. 

"(c)  Guaranty  Agreements  for  Reimburs- 
ing Losses.— 

"(II  Authority  to  enter  into  agree- 
ments.—(AI  The  Secretary  may  enter  into  a 
guaranty  agreement  toith  any  guaranty 
agency,  whereby  the  Secretary  shall  under- 
take to  reimburse  it  under  such  terms  and 
conditioTis  as  the  Secretary  may  establish, 
with  respect  to  losses  (resulting  from  the  de- 
fault of  the  student  borrowerl  on  the  unpaid 
balance  of  the  principal  and  accrued  inter- 
est of  any  insured  loan,  including  the  ad- 
ministrative costs  of  supplemental  preclaim 
assistance  for  default  prevention  as  defined 
in  paragraph  (6)(C).  The  guaranty  agency 
shall  be  deemed  to  have  a  contractual  right 
against  the  United  States,  during  the  life  of 
such  loan,  to  receive  reimbursement  accord- 
ing to  the  provisions  of  this  subsection. 
Upon  receipt  of  an  accurate  and  complete 
request  by  a  guaranty  agency  for  reimburse- 
ment with  respect  to  such  losses,  the  Secre- 
tary shall  pay  promptly  and  without  admin- 
istrative delay.  Except  as  provided  in  sub- 
paragraph (B)  of  this  paragraph  and  in 
paragraph  (7),  the  amount  to  be  paid  a 
guaranty  agency  as  reimbursement  under 
this  subsection  shall  be  equal  to  100  percent 
of  the  amount  expended  by  it  in  discharge  of 
its  insurance  obligation  incurred  under  its 
loan  insurance  program.  In  no  case  shall  a 
guaranty  agency  file  a  claim  under  this  sub- 
section for  reimbursement  with  respect  to 
losses  prior  to  270  days  after  the  loan  be- 
comes delinquent  with  respect  to  any  in- 
stallment thereon. 

"(B)  Notwithstanding  subparagraph  (A)— 

"(i)  if  for  any  fiscal  year,  the  amount  of 
such  reimbursement  payments  by  the  Secre- 
tary under  this  subsection  exceeds  5  percent 
of  the  loans  which  are  insured  by  such  guar- 
anty agency  under  such  program  and  which 
were  in  repayment  at  the  end  of  the  preced- 
ing fiscal  year,  the  amount  to  be  paid  as  re- 
imbursement under  this  subsection  for  such 
excess  shall  be  equal  to  90  percent  of  the 
amount  of  such  excess;  and 

"(HI  if,  for  any  fiscal  year,  the  amount  of 
such  reimbursement  payments  exceeds  9  per- 
cent of  such  loans,  the  amount  to  be  paid  as 
reimbursement  under  this  subsection  for 
such  excess  shall  be  equal  to  80  percent  of 
the  amount  of  such  excess. 

"(C)  For  the  purpose  of  this  subsection,  the 
amount  of  loans  of  a  guaranty  agency  which 
are  in  repayment  shall  be  the  original  prin- 
cipal amount  of  loans  made  by  a  lender 
which  are  insured  by  such  a  guaranty 
agency  reduced  by— 

"(il  the  amount  the  insurer  has  been  re- 
quired to  pay  to  discharge  its  insurance  ob- 
ligations under  this  part; 

"(ii)  the  original  principal  amount  of 
loans  insured  by  it  which  have  been  fully 
repaid;  and 

"(Hi)  the  original  principal  amount  in- 
sured on  those  loans  for  which  payment  of 
the  first  installment  of  principal  has  not 
become  due  pursuant  to  subsection  (bKlKEl 
of  this  section  or  such  first  installment  need 
not  be  paid  pursuant  to  subsection  (b)(l)(MI 
of  this  sectioTL 

"(2)  Contents  of  guaranty  agreements.— 
The  guaranty  agreement— 

"(A)  shall  set  forth  such  administrative 
and  fiscal  procedures  as  may  be  necessary  to 
protect  the  United  States  from  the  risk  of 
unreasonable  loss  thereunder,  to  ensure 
proper  and  efficient  administration  of  the 
loan  insurance  program^  and  to  assure  that 
due  diligence  will  be  exercised  in  the  collec- 
tion of  loans  insured  under  the  program,  in- 


cluding a  requirement  that  each  beneficiary 
of  insurance  on  the  loan  submit  proof  that 
reasonable  attempts  were  made  to  locate  the 
borrower  (when  the  location  of  the  borrower 
is  unknown)  and  proof  that  contact  was 
made  with  the  borrower  (when  the  location 
is  knownl; 

"(B)  shall  prorride  for  making  such  re- 
ports, in  such  form  and  containing  such  in- 
formation,  as  the  Secretary  may  reasonably 
require  to  carry  out  the  Secretary's  func- 
tions under  this  subsectioTi,  and  for  keeping 
such  records  and  for  affording  such  access 
thereto  as  the  Secretary  may  find  necessary 
to  assure  the  correctness  and  verification  of 
such  reports; 

"(C)  shall  set  forth  adequate  assurances 
that  with  respect  to  so  much  of  any  loan  in- 
sured under  the  loan  insurance  program  as 
may  be  guaranteed  by  the  Secretary  pursu- 
ant to  this  subsection,  the  undertaking  of 
the  Secretary  under  the  guaranty  agreement 
is  acceptable  in  full  satisfaction  of  State  law 
or  regulation  requiring  the  maintenance  of 
a  reserve; 

"(D)  shall  provide  that  if  after  the  Secre- 
tary has  made  payment  under  the  guaranty 
agreement  pursuant  to  paragraph  (1)  of  this 
subsection  u>ith  respect  to  any  loan,  any 
payments  are  made  in  discharge  of  the  obli- 
gation incurred  by  the  borroiDer  with  respect 
to  stich  loan  (including  any  payments  of  in- 
terest accruing  on  such  loan  after  such  pay- 
ment by  the  Secretary),  there  shall  be  paid 
over  to  the  Secretary  (for  deposit  in  the  fund 
established  by  section  431)  such  proportion 
of  the  amounts  of  such  payments  as  is  deter- 
mined (in  accordance  with  paragraph  (61) 
to  represent  his  equitable  share  thereof  but 
(il  shall  provide  for  subrogation  of  the 
United  States  to  the  rights  of  any  insurance 
beneficiary  only  to  the  extent  required  for 
the  purpose  of  paragraph  (8):  and  (Hi  except 
as  the  Secretary  may  otherwise  by  or  pursu- 
ant to  regulation  provide,  amounts  so  paid 
by  a  borrower  on  such  a  loan  shall  be  first 
applied  in  reduction  of  principal  owing  on 
such  loan; 

"(E)  shall  set  forth  adequate  assurance 
that  an  amount  equal  to  each  payment 
made  under  paragraph  (1)  will  be  promptly 
deposited  in  or  credited  to  the  accounts 
maintained  for  the  purpose  of  section 
422(c); 

"(F)  set  forth  adequate  assurances  that  the 
guaranty  agency  will  not  engage  in  any  pat- 
tern or  practice  which  results  in  a  denial  of 
a  borrower's  access  to  loans  under  this  part 
because  of  the  borrower's  race,  sex,  color,  re- 
ligion, national  origin,  age,  handicapped 
status,  income,  attendance  at  a  particular 
eligible  institution  within  the  area  served  by 
the  guaranty  agency,  length  of  the  borrow- 
er's educational  program,  or  the  borrower's 
academic  year  in  school;  and 

"(G)  may  include  such  other  provisions  as 
may  be  necessary  to  promote  the  purpose  of 
this  part 

"(3)  Forbearance.— To  the  extent  provided 
in  regulations  of  the  Secretary,  a  guaranty 
agreement  under  this  subsection  may  con- 
tain provisions  which  permit  such  forbear- 
ance for  the  benefit  of  the  student  borrower 
as  may  be  agreed  upon  by  the  parties  to  an 
insured  loan  and  approved  by  the  insurer. 
Such  regulations  shall  not  preclude  guaran- 
ty agencies  from  permitting  the  parties  to 
such  a  loan  from  entering  into  a  forbear- 
ance agreement  solely  because  the  loan  is  in 
default 

"(4)  Definitions.— For  the  purpose  of  this 
subsectioTi,  the  terms  'insurance  beneficiary' 
and  'default'  have  the  meanings  assigned  to 
them  by  section  435. 
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"(Si  Applicability  to  existing  loans.— In 
the  case  of  any  guaranty  agreement  with  a 
guaranty  agency,  the  Secretary  may,  in  ac- 
cordance with  the  terms  of  this  subsection, 
undertake  to  guarantee  loans  described  in 
paragraph  ill  which  are  insured  by  such 
guaranty  agency  and  are  outstanding  on  the 
date  of  execution  of  the  guaranty  agreement, 
but  only  with  respect  to  defaults  occurring 
after  the  execution  of  such  guaranty  agree- 
ment or.  if  later,  after  its  effective  date. 

"/6i  Secretary's  equitable  share.— (A)  For 
the  purpose  of  paragraph  (2)(D).  the  Secre- 
tary's equitable  share  of  payments  made  by 
the  borrower  shall  be  that  portion  of  the 
payments  remaining  after  the  guaranty 
agency  with  which  the  Secretary  has  an 
agreement  under  this  subsection  has  deduct- 
ed from  such  payments— 

"til  a  percentage  amount  equal  to  the  com- 
plement of  the  reinsurance  percentage  in 
effect  when  payment  under  the  guaranty 
agreement  was  made  with  respect  to  the 
loan:  and 

"(iii  an  amount  equal  to  30  percent  of 
such  payments  (subject  to  subparagraph  (D) 
of  this  paragraph)  for  costs  related  to  the 
student  loan  insurance  program,  including 
the  administrative  costs  of  collection  of 
loans  reimbursed  under  this  subsection,  the 
administrative  costs  of  preclaims  assistance 
for  default  prevention,  the  administrative 
costs  of  supplemental  preclaims  assistance 
for  default  prevention,  and  the  administra- 
tive costs  of  monitoring  the  enrollment  and 
repayment  status  of  students  las  such  terms 
are  defined  in  subparagraph  IBI  or  ICI  of 
this  paragraph). 

"IB)  For  the  purpose  of  this  paragraph 
and  subsection  Ifi  of  this  section,  the  term— 
■lit  administrative  costs  of  collection  of 
loans'  means  any  administrative  costs  in- 
curred by  a  guaranty  agency  which  are  di- 
rectly related  to  the  collection  of  the  loan  on 
which  a  default  claim  has  been  paid  to  the 
participating  lender,  including  the  attribut- 
able compensation  of  collection  personnel 
land  in  the  case  of  personnel  who  perform 
several  functions  for  such  an  agency  only 
the  portion  of  the  compensation  attributable 
to  the  collection  activity),  attorney's  fees. 
fees  paid  to  collection  agencies,  postage, 
equipment,  supplies,  telephone  and  similar 
charges,  but  does  not  include  the  overhead 
costs  of  such  agency  whether  or  not  attribut- 
able: 

"Hit  'administrative  costs  of  preclaim  as- 
sistance for  default  prevention'  means  any 
administrative  costs  incurred  by  a  guaranty 
agency  which  are  directly  related  to  provid- 
ing collection  assistance  to  the  lender  on  a 
delinquent  loan,  prior  to  the  loan's  being  le- 
gally in  a  default  status,  including  the  at- 
tributable compensation  of  appropriate  per- 
sonnel land  in  the  case  of  personnel  who 
perform  several  functions  for  such  an 
agency  only  the  portion  of  compensation  at- 
tributable to  the  collection  activity),  fees 
paid  to  locate  a  missing  borrower,  postage, 
equipment,  supplies,  telephone  and  similar 
charges,  but  does  not  include  the  overhead 
costs  of  such  agency  whether  or  not  attribut- 
able: and 

"liii)  administrative  costs  of  monitoring 
the  enrollment  and  repayment  status  of  stu- 
dents' means  any  administrative  costs  by  a 
guaranty  agency  which  are  directly  related 
to  ascertaining  the  student's  enrollment 
status,  prompt  notification  to  the  lender  of 
such  status,  an  audit  of  the  note  or  written 
agreement  to  determine  if  the  provisions  of 
that  note  or  agreement  are  consistent  with 
the  records  of  the  guaranty  agency  as  to  the 
principal  amount  of  the  loan  guaranteed. 


and  an  examination  of  the  note  or  agree- 
ment to  assure  that  the  repayment  provi- 
sions arc  consistent  with  the  provisions  of 
this  part. 

subject  to  such  additional  criteria  as  the 
Secretary  may  by  regulation  prescribe. 

"lC)ii)  For  the  purpose  of  this  paragraph, 
'administrative  costs  of  supplemental  pre- 
claims assistance'  means  isubject  to  divi- 
sions Hi)  through  (ivi)  any  administrative 
costs— 

"III  incurred  by  a  guaranty  agency  in  con- 
nection with  a  loan  on  which  the  guarantor 
has  exercised  preclaims  assistance  required 
or  permitted  under  paragraph  (2)IAl  of  this 
subsection  and  subsection  ifi.  and  which 
has  been  in  delinquent  status  for  at  least  120 
days:  and 

"III)  which  are  directly  related  to  provid- 
ing collection  assistance  to  the  lender  on  a 
delinquent  loan,  prior  to  a  claim  being  filed 
with  the  guaranty  agency, 
including  the  attributable  cojnpensation  of 
appropriate  personnel  land  in  the  case  of 
personnel  who  perform  several  functions, 
only  the  portion  of  compensation  attributa- 
ble to  the  collection  assistance),  fees  paid  to 
locate  a  missing  borrower,  postage,  equip- 
ment, supplies,  telephone,  and  similar 
charges,  but  does  not  include  overhead  costs. 
"Hi)  The  administrative  costs  for  which 
reimbursement  is  authorized  under  this  sub- 
paragraph must  be  clearly  supplemental  to 
the  preclaim  assistance  for  default  preven- 
tion which  the  guaranty  agency  is  required 
or  permitted  to  provide  pursuant  to  para- 
graph 1 2)1  A)  of  this  subsection  and  subsec- 
tion If). 

"liii)  The  services  associated  with  carry- 
ing out  this  subparagraph  may  be  provided 
by  the  guaranty  agency  directly  or  under 
contract,  except  that  such  sen^iccs  may  not 
be  carried  out  by  an  organization  or  entity 
lother  than  the  guaranty  agency)— 

"ID  that  is  the  holder  or  servicer  of  the 
loan  or  an  organization  or  entity  that  owns 
or  controls  the  holder  or  senncer  of  the  loan: 
"III/  that  is  owned  or  controlled  by  the 
same  corporation,  partnership,  association, 
or  individual  that  owns  or  controls  the 
holder  or  servicer  of  the  loan:  or 

"HID  that  is  an  organization  or  entity 
thai  has  a  contract  with  a  guaranty  agency 
to  perform  collection  activities  with  respect 
to  the  same  loans  in  the  event  of  default. 

"Hv)  The  costs  for  each  delinquent  loan 
associated  with  carrying  out  this  subpara- 
graph may  not  exceed  2  percent  of  the  out- 
standing principal  balance  of  each  such 
loan  subject  to  the  supplemental  preclaiv^s 
assistance  authorized  by  this  subparagraph 
or  $100.  whichever  is  less. 

•ID)  In  the  case  of  a  State  which  enacts  a 
garnishment  law  that  complies  with  the  re- 
quirements of  section  428E.  subparagraph 
lA)Hi)  shall  be  applied  by  substituting  '35 
percent' for  '30  percent'. 

"17/  New  programs  eligible  for  too  per- 
cent reinsurance.— lA)  Notwithstanding 
paragraph  IDIB/.  the  amount  to  be  paid  a 
guaranty  agency  for  any  fiscal  year— 

"H/  which  begins  on  or  after  October  1, 
1977:  and 

"Hi/  which  is  either  the  fiscal  year  in 
which  such  guaranty  agency  begins  to  ac- 
tively carry  on  a  student  loan  insurance 
program  which  is  subject  to  a  guaranty 
agreement  under  subsection  ib/  of  this  sec- 
tion, or  is  one  of  the  4  succeeding  fiscal 
years. 

shall  be  100  percent  of  the  amount  expended 
by  such  guaranty  agency  in  discharge  of  its 
insurance  obligation  insured  under  such 
program. 


"IB/  The  Secretary  shall  continuously 
monitor  the  operations  of  those  guaranty 
agencies  to  which  the  provisions  of  subpara- 
graph lAI  are  applicable  and  revoke  the  ap- 
plication of  such  subparagraph  to  any  such 
guaranty  agency  which  the  Secretary  deter- 
mines has  not  exercised  reasonable  prudence 
in  the  administration  of  such  program. 

"18/  Assignment  to  protect  federal  fiscal 
INTEREST.— If  the  Secretary  determines  that 
the  protection  of  the  Federal  fiscal  interest 
so  requires,  a  guaranty  agency  shall  assign 
to  the  Secretary  any  loan  of  which  it  is  the 
holder  and  for  which  the  Secretary  has  made 
a  payment  pursuant  to  paragraph  11/  of  this 
subsection. 

"19/  Reinsurance  fees.—IA/  Any  guaranty 
agency  which  has  entered  into  an  agreement 
with  the  Secretary  pursuant  to  this  subsec- 
tion shall  pay  to  the  Secretary  during  each 
fiscal  year  a  reinsurance  fee  in  an  amount 
equal  to— 

"H/  0.25  percent  of  the  total  principal 
amount  of  the  loans  upon  which  insurance 
was  issued  by  such  agency  during  such 
fiscal  year,  in  any  fiscal  year  other  than  a 
fiscal  year  described  in  clause  Hi):  or 

"Hi/  0.5  percent  of  the  total  principal 
amount  of  the  loans  upon  which  insurance 
was  issued  by  such  agency  during  such 
fiscal  year,  in  any  fiscal  year  with  respect  to 
which  the  Secretary  reimbursed  the  agency 
for  any  losses  (resulting  from  the  default  of 
the  borrower)  pursuant  to  paragraph  Il/IB) 
of  this  subsection. 

"IB)  The  amount  to  be  paid  pursuant  to 
subparagraph  lA)  may  be  paid  from  any 
funds  available  to  the  guaranty  agency. 

"lO  When  the  Secretary  first  reimburses  a 
guaranty  agency  pursuant  to  paragraph 
IDIB)  of  this  subsection,  the  Secretary  shall 
notify  such  agency  of  the  exact  date  of  such 
reimbursement. 

"Id)  Usury  Laws  Inapplicable.— No  provi- 
sion of  any  law  of  the  United  States  lother 
than  this  Act)  or  of  any  State  lother  than  a 
statute  applicable  principally  to  such  State's 
student  loan  insurance  program)  which 
limits  the  rate  or  amount  of  interest  payable 
on  loans  shall  apply  to  a  loan— 

""ID  which  bears  interest  lexclusive  of  any 
premium  for  insurance)  on  the  unpaid  prin- 
cipal balance  at  a  rate  not  in  excess  of  the 
rate  specified  in  this  part:  and 

""12)  which  is  insured  H)  by  the  United 
States  under  this  part,  or  Hi)  by  a  guaranty 
agency  under  a  program  covered  by  an 
agreement  made  pursuant  to  subsection  lb) 
of  this  section. 

"le)  Payments  for  lender  referral  serv- 
ices. — 

""ID  In  general.— The  Secretary  shall  make 
payments  in  accordance  with  this  para- 
graph to  a  guaranty  agency  in  any  State 
which  provides  a  lender  referral  service  for 
students  who  meet  the  requirements  of  para- 
graph 12). 

"12)  Student  eligibility.— A  student  is  eli- 
gible to  apply  for  lender  referral  services  to  a 
guaranty  agency  in  a  State  if- 

"lA)  such  student  is  either  a  resident  of 
such  State  or  is  accepted  for  enrollment  in 
or  is  attending  an  eligible  institution  in 
such  State:  and 

"IB)  such  student  has  sought  and  was 
unable  to  find  a  lender  icilling  to  make  a 
loan  under  this  part. 

"'13)  Amount  of  payment.— The  amount 
which  the  Secretary  shall  pay  to  any  eligible 
guaranty  agency  under  this  paragraph  shall 
be  equal  to  one-half  of  1  percent  of  the  total 
principal  amount  of  the  loans  (upon  which 
insurance  was  issued  under  this  part)  to  a 
student  described  in  paragraph  (2)  who  sub- 
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scqucnlly  obtained  such   loans   because  of 
such  agency's  referral  senncc. 

"(4)  Incentive  fees  to  lenders.— Nothing 
m  this  or  any  law  shall  prohibit  an  agency 
from  using  all  or  any  portion  of  the  funds 
received  under  this  part  for  the  payment  of 
incentix-e  fees  to  lenders  who  agree  to  par- 
ticipate in  a  lender  referral  sennce. 

"IS/   Authorization   of  appropriations.— 
There  is  authorised  to  be  appropriated  such 
su7ns  as  are  necessary  to  carry  out  the  proin-. 
siotis  of  this  paragraph. 

"(fl  PAY\f£NTS  OF  CERTAIN  COSTS.— 

"(11  Payments  based  on  insurance  pro- 
gram AGREEMENT.— (A>  The  Secretary  shall 
make  payments  in  accordance  with  the  pro- 
visions of  this  paragraph  to  any  guaranty 
agency  for  the  purposes  of— 

"HI  the  administratii^e  cost  of  promotion 
of  commercial  lender  participation; 

"(11)  the  administrative  costs  of  collection 
of  loa  ns: 

"(iiii  the  administrative  costs  of  pre- 
claims  assistance  for  default  preventi07i: 

"(ivi  the  administrative  costs  of  monitor- 
ing the  enrollment  and  repayment  status  of 
students:  or 

"(vi  other  such  costs  related  to  the  student 
loan  insurance  program  subject  to  such 
agreement. 

"(B)  The  total  amount  of  payments  for 
any  fiscal  year  made  under  this  paragraph 
shall  be  equal  to  1  percent  of  the  total  prin- 
cipal amount  of  the  loans  upon  which  insur- 
ance was  issued  under  this  part  during  such 
fiscal  year  by  such  guaranty  agency.  The 
guaranty  agency  shall  be  deemed  to  hai^e  a 
contractual  right  against  the  United  States 
to  receive  payrnents  according  to  the  provi- 
sions of  this  subparagraph.  Payments  shall 
be  made  promptly  and  without  administra- 
tii'e  delay  to  any  guaranty  agency  submit- 
ting an  accurate  and  complete  application 
therefor  under  this  subparagraph. 

"(2)  Applications  for  payments.— No  pay- 
ment may  be  made  under  paragraph  (1)  of 
this  subsection  unless  the  guaranty  agency 
submits  to  the  Secretary  an  application  at 
such  time,  at  least  annually,  in  such 
manner,  and  containing  or  accompanied  by 
such  information,  as  the  Secretary  may  rea- 
sonably require.  Each  such  application 
shall- 

"(A)  set  forth  assurances  that  the  student 
loan  insurance  program  subject  to  the  guar- 
anty agreement  complies  with  subpara- 
graphs (A),  (B).  (G),  (R),  (S),  (T),  and  (V)  of 
subsection  (b)(1); 

"(B)  contain  provisions  designed  to  dem- 
onstrate the  capability  of  carrying  out  a 
necessary  and  successful  program  of  collec- 
tion of  and  preclaim  assistance  for  the  loan 
program. subject  to  that  agreement; 

"(C)  set  forth  an  estimate  of  the  costs 
which  are  eligible  for  payment  under  the 
provisions  of  this  subsection; 

"(D)  provide  for  such  administrative  and 
fiscal  procedures,  including  an  audit,  as  are 
necessary  to  carry  out  the  provisions  of  this 
subsection:  and 

"(E)  set  forth  assurances  that  the  guaranty 
agency  will  furnish  such  data  and  informa- 
tion, including  where  necessary  estimates, 
as  the  Secretary  may  reasonably  require,  to 
carry  out  the  provisions  of  this  subsection. 

"(g)  Action  on  Insurance  Program  and 
Guaranty  AoREEMENTS.-If  a  nonprofit  pri- 
vate institution  or  organisation- 

"(1)  applies  to  enter  into  an  agreement 
with  the  Secretary  under  subsections  (b)  and 
(c)  with  respect  to  a  student  loan  insurance 
program  to  be  carried  on  in  a  State  with 
which  the  Secretary  does  not  have  an  agree- 
ment under  subsection  (b),  and 


"(2)  as  provided  in  the  application,  under- 
takes to  meet  the  requirements  of  section 
422(c)(6)(B)  (i).  (ii).  and  (Hi). 
the  Secretary  shall  consider  and  act  upon 
such  application  within  180  days,  and  shall 
forthwith  notify  the  Committee  on  Labor 
and  Human  Resources  of  the  Senate  and  the 
Committee  on  Education  and  Labor  of  the 
House  of  Representatives  of  his  actions. 

"(h)  Lending  by  Guaranty  Agencies.— 

"(1)  Lending  from  sallie  mae  advances.— 
From  sums  advanced  by  the  Association 
pursuant  to  section  439(p).  each  guaranty 
agency  or  an  eligible  lender  in  a  State  de- 
scribed in  section  435(d)(1)  (D)  or  (F)  of  the 
Act  is'authonzcd  to  make  loans  directly  to 
students  otherwise  unable  to  obtain  loans 
under  this  part. 

"(2)  Amount  of  advances.— (A)  Each  guar- 
anty agency  or  an  eligible  lender  in  a  State 
described  in  section  435(d)(1)  (D)  or  (F) 
which  has  an  application  approved  under 
section  439(p)(2)  may  receix^e  advances 
under  section  439(p)  for  each  fiscal  year  in 
an  amount  necessary  to  meet  the  demand 
for  loans  under  this  section.  The  amount 
such  agency  or  lender  is  eligible  to  receive 
may  not  exceed  25  percent  of  the  average  of 
the  loans  guaranteed  by  that  agency  or 
lender  for  the  3  years  preceding  the  fiscal 
year  for  which  the  determination  is  made. 
Whenever  the  determination  required  by  the 
preceding  sentence  cannot  be  made  because 
the  agency  or  lender  does  not  have  3  years 
previous  experience,  the  amount  such 
agency  or  lender  is  eligible  to  receive  may 
not  exceed  25  percent  of  the  loans  guaran- 
teed under  a  program  of  a  State  of  compara- 
ble size. 

"(B)  Each  guaranty  agency  and  each  eligi- 
ble lender  in  a  Slate  described  in  section 
435(d)(1)  (D)  or  (F)  shall  repay  advances 
made  under  section  439(p)  in  accordance 
with  agreements  entered  into  between  the 
Association  and  such  agency  or  lender. 

"(3)  Loan  term,  conditions,  and  bene- 
FITS.— Loans  made  pursuant  to  this  subsec- 
tion shall  have  the  same  terms,  conditions, 
and  benefits  as  all  other  loans  made  under 
this  part. 

"(i)  Multiple  Disbursement  of  Loans.— 

"(1)  Escrow  accounts  administered  by 
escrow  agent.— Any  guaranty  agency  or  eli- 
gible lender  (hereafter  in  this  subsection  re- 
ferred to  as  the  'escrow  agent')  may  enter 
into  an  agreement  with  any  other  eligible 
lender  that  is  not  an  eligible  institution  or 
an  agency  or  instrumentality  of  the  State 
(hereafter  in  this  subsection  referred  to  as 
the  'lender')  for  the  purpose  of  authorising 
multiple  disbursements  of  the  proceeds  of  a 
loan  to  a  student.  Such  agreement  shall  pro- 
vide that  the  lender  will  pay  the  proceeds  of 
such  loans  into  an  escrow  account  to  be  ad- 
ministered by  the  escrow  agent  in  accord- 
ance with  the  provisions  of  paragraph  (2)  of 
this  subsection.  Such  agreement  may  allow 
the  lender  to  make  payments  into  the  escrow 
account  in  amounts  that  do  not  exceed  the 
sum  of  the  amounts  required  for  disburse- 
ment of  initial  or  subsequent  installments  to 
borrowers  and  to  make  such  payments  not 
more  than  45  days  prior  to  the  date  of  the 
disbursement  of  such  installment  to  such 
borrowers.  Such  agreement  shall  require  the 
lender  to  notify  promptly  the  eligible  insti- 
tution when  funds  are  escrowed  under  this 
subsection  for  a  student  at  such  institution. 

"(2)  Authority  of  escrow  agent.— Each 
escrow  agent  entering  into  an  agreement 
under  paragraph  (1)  of  this  subsection  is  au- 
thorised to— 

"(A)  make  the  disbursements  in  accord- 
ance with  the  note  evidencing  the  loan; 


"(B)  commingle  the  proceeds  of  all  loans 
paid  to  the  escrow  agent  pursuant  to  the 
escrow  agreement  entered  into  under  such 
paragraph  (1); 

"(C)  invest  the  proceeds  of  such  loans  in 
obligations  of  the  Federal  Government  or 
obligations  which  are  insured  or  guaranteed 
by  the  Federal  Government: 

"(D)  retain  interest  or  other  earnings  on 
such  investment:  and 

"(E)  return  to  the  lender  undisbursed 
funds  when  the  student  ceases  to  carry  at  an 
eligible  institution  at  least  one-half  of  the 
normal  full-time  academic  workload  as  de- 
termined by  the  institution. 

"(j)  LENDERs-OF-LAST-RESORT.—In  each 
state,  the  guaranty  agency  or  an  eligible 
lender  in  the  State  described  in  section 
435(d)(1)(D)  of  this  Act  shall  make  loans  di- 
rectly, or  through  an  agreement  with  an  eli- 
gible lender  or  lenders,  to  students  eligible  to 
receive  interest  benefits  paid  on  their  behalf 
under  subsection  (a)  of  this  section  who  are 
otherwise  unable  to  obtain  loans  under  this 
part.  Loans  made  under  this  subsection 
shall  not  exceed  the  amount  of  the  need  of 
the  borrower,  as  determined  under  subsec- 
tion (a)(2)(B).  nor  be  less  than  S200. 

"(k)  Information  on  Defaults.— 

"(1)  Provision  of  information  to  eligible 
iNSTiTimoNs.—In  order  to  notify  eligible  in- 
stitutions of  former  students  who  are  in  de- 
fault of  their  continuing  obligation  to  repay 
student  loans,  each  guaranty  agency  may, 
upon  the  request  of  an  eligible  institution, 
furnish  information  with  respect  to  students 
who  were  enrolled  at  the  eligible  institution 
and  who  are  in  default  on  the  repayment  of 
any  loan  made,  insured,  or  guaranteed 
under  this  part.  The  information  authorised 
to  be  furnished  under  this  subsection  may 
include  the  names  and  addresses  of  such  stu- 
dents. 

"(2)  Public  dissemination  not  author- 
ized.— Nothing  in  paragraph  (1)  of  this  sub- 
section shall  be  construed  to  authorise 
public  dissemination  of  the  information  de- 
scribed in  paragraph  (1). 

"supplemental  loans  for  students 

"Sec.  428A.  (a)  Authority  To  Borrow.— 
Graduate  and  professional  students  (as  de- 
fined by  regulations  of  the  Secretary)  and 
undergraduate  independent  students  shall 
be  eligible  to  borrow  funds  under  this  sec- 
tion in  amounts  specified  in  subsection  (b). 
and  unless  otherwise  specified  in  subsec- 
tions (c)  and  (d).  loans  under  this  section 
shall  have  the  same  terms,  conditions,  and 
benefits  as  all  other  loans  made  under  this 
part. 

"(b)  Limitations  on  Amounts  of  Loans.— 

"(1)  Annual  limit.— Subject  to  paragraphs 
(2)  and  (3).  the  maximum  amount  a  student 
may  borrow  in  any  academic  year  or  its 
equivalent  (as  defined  by  regulation  by  the 
Secretary)  is  $4,000. 

"(21  Aggregate  limit.— The  aggregate  in- 
sured principal  amount  for  insured  loans 
made  to  any  student  under  this  section,  ex- 
clusive of  interest  capitalized  under  subsec- 
tion (c).  shall  not  exceed  $20,000. 

"(3)  Limitation  based  on  need.— Any  loan 
under  this  section  may  be  counted  as  part  of 
the  expected  family  contribution  in  the  de- 
termination of  need  under  this  title,  but  no 
loans  may  be  made  to  any  student  under 
this  section  which  would  cause  the  student's 
combined  loans  for  any  academic  year  to 
exceed  the  student's  estimated  cost  of  at- 
tendance minus  such  student's  estimated  fi- 
nancial assistance  as  certified  by  the  eligible 
institution  under  section  428(a)(2)(A)  of 
this  part  The  annual  insurable  limit  on  ac- 
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count  of  the  student  shall  not  be  deemed  to 
be  exceeded  by  a  line  of  credit  under  which 
actual  payments  to  the  borrower  will  not  be 
made  in  any  year  in  excess  of  the  annual 
UtniL 
"(cJ  Pa  yment  or  Principal  and  Interest.  — 
"ID  Commencement  or  repayment.— Re- 
payment of  principal  on  loans  made  under 
this  section  shall  commence  not  later  than 
60  days  after  the  date  such  loan  is  disbursed 
by  the  lender,  subject  to  deferral  pursuant  to 
sections  427la)<2)<C>  and  42S(b)(ll(M>. 

"12)  Capitauzation  or  interest.— Interest 
on  loans  made  under  this  section  for  which 
payments  of  principal  and  interest  are  de- 
ferred under  .  sections  427lal(2>(CKil  and 
428lb)il)lM)li)  shall,  if  agreed  upon  by  the 
borrorcer  and  the  lender  (A)  t>e  paid  quarter- 
ly or  <B)  6e  added  to  the  principal  amount 
of  the  loan  on  a  quarterly  basis  by  the 
lender.  Such  capitalization  of  interest  shall 
not  be  deemed  to  exceed  the  annual  insur- 
able limit  on  account  of  the  student 

"131  Subsidies  prohibited —No  payments 
to  reduce  interest  costs  shall  be  paid  pursu- 
ant to  section  4281a)  of  this  part  on  loans 
made  pursuant  to  this  sectioru 

"(4)  Appucable  rates  or  interest.— Inter- 
est on  loans  made  pursuant  to  this  section 
shall  be  at  the  applicable  rate  of  interest 
provided  in  section  427A(c). 

"IS)  Amortization.— The  amount  of  the 
periodic  payment  and  the  repayment  sched- 
ule for  any  loan  made  pursuant  to  this  sec- 
tion shall  be  established  by  assuming  an  in- 
terest rate  equal  to  the  applicable  rate  of  in- 
terest at  the  time  the  repayment  of  the  prin- 
cipal amount  of  the  loan  commences.  At  the 
option  of  the  lender,  the  note  or  other  writ- 
ten evidence  of  the  loan  may  require  that— 
"lA)  the  amount  of  the  periodic  payment 
will  be  adjusted  annually,  or 

"IB)  the  period  of  repayment  of  principal 
rcill  fte  lengthened  or  shortened, 
in  order  to  reflect  adjustments  in  interest 
rates  occurring  as  a  consequence  of  section 
427Aic)i4i. 
"Id)  Reeinancing.- 

"ID  Reeinancing  to  secure  combined  pay- 
ment.—An  eligible  lender  may  consolidate 
loans  held  by  it  which  are  made  under  this 
section  to  a  borroioer.  including  loans  which 
were  made  under  section  428B  as  in  effect 
prior  to  the  enactment  of  the  Higher  Educa- 
tion Amendments  of  1986,  under  a  single  re- 
payment schedule  which  provides  for  a 
single  principal  payment  and  a  single  pay- 
ment of  interest  and  shall  calculate  the  re- 
payment period  for  each  included  loan  from 
the  date  of  the  commencement  of  repayment 
of  the  most  recent  included  loan.  Unless  the 
borrower  complies  with  the  requirements  of 
paragraph  12),  such  consolidated  loan  shall 
bear  interest  at  the  weighted  average  of  the 
rates  of  all  included  loans.  The  extension  of 
any  repayment  period  of  an  included  loan 
pursuant  to  this  paragraph  shall  be  reported 
to  the  Secretary  or  guaranty  agency  insur- 
ing the  loaTi.  as  the  case  may  be,  but  no  ad- 
ditional insurance  premiums  shall  be  pay- 
obte  with  respect  to  any  such  extension.  The 
extension  of  the  repayment  period  of  any  in- 
cluded loan  shall  not  require  the  formal  ex- 
tension of  the  promissory  note  evidencing 
the  included  loan  or  the  execution  of  a  new 
promissory  note,  but  shall  t>e  treated  as  an 
administrative  forbearance  of  the  ropay- 
ment  terms  of  the  included  loan. 

"12)  Reeinancing  to  secure  variable  inter- 
est rate.— An  eligible  lender  may  reissue  a 
loan  which  was  made  under  section  428B  as 
in  effect  prior  to  the  enactment  of  the 
Higher  Education  Amendments  of  1986  in 
order  to  permit  the  borrouxr  to  obtain  the 


interest  rate  provided  under  section 
427Alc)l4).  A  lender  offering  to  reissue  a 
loan  for  such  purpose  may  charge  a  borrow- 
er an  amount  not  to  exceed  tlOO  to  cover  the 
administrative  costs  of  reissuing  such  loan, 
not  more  than  one-half  of  which  shall  t>e 
paid  to  the  guarantor  of  the  loan  being  re- 
issued to  recover  costs  of  reissuance.  Reis- 
suance of  a  loan  under  this  paragraph  shall 
not  affect  any  insurance  applicable  with  re- 
spect to  the  loan,  and  no  additional  insur- 
ance fee  may  be  charged  to  the  borrower 
with  respect  to  the  loan. 

"13)  Refinancing  by  discharge  of  previous 
LOAN.— A  borrower  who  has  applied  to  an 
original  lender  for  reissuance  of  a  loan 
under  paragraph  12)  and  who  is  denied  such 
reissuance  may  obtain  a  loan  from  another 
lender  for  the  purpose  of  discharging  the 
loan  from  such  original  lender.  A  loan  made 
for  such  purpose— 

"lA)  shall  bear  interest  at  the  applicable 
rate  of  interest  provided  under  section 
427A(c)l4): 

"IB)  shall  not  result  in  the  extension  of  the 
duration  of  the  note  lother  than  as  permit- 
ted under  subsection  lc)l5)IB)); 

"ICI  may  be  subject  to  an  additional  in- 
surance fee  but  shall  not  6e  subject  to  the  ad- 
ministrative cost  charge  permitted  by  para- 
graph 12)  of  this  subsection:  and 

"ID)  shall  t>e  applied  to  discharge  the  bor- 
rower from  any  remaining  obligation  to  the 
original  lender  with  respect  to  the  original 
loan. 

"14)  Certification  in  lieu  or  promissory 
NOTE  PRESENTATION.— Each  new  lender  may 
accept  certification  from  the  original  lender 
of  the  borrower's  original  loan  in  lieu  of 
presentation  of  the  original  promissory 
note. 

"15)  Notification  to  borrowers  or  avail- 
ability or  REEINANCING  OPTIONS.— Each  holder 
of  a  loan  made  under  this  section  or  under 
section  428B  as  in  effect  prior  to  the  date  of 
enactment  of  this  Act  shall,  not  later  than 
January  1.  1987.  in  the  case  of  loans  made 
before  the  date  of  enactment  of  this  Act, 
notify  the  borrower  of  such  loan— 

"lA)  of  the  refinancing  options  for  which 
the  borrower  is  eligible  under  this  subsec- 
tion; 

"IB)  of  those  options  which  XDill  be  made 
available  by  the  holder:  and 

"lO  that  with  respect  to  any  option  that 
the  holder  will  not  make  available,  the 
holder  will,  to  the  extent  practicable,  refer 
the  borrower  to  an  eligible  lender  offering 
such  option. 

"plus  LOANS 

"Sec.  428B.  la)  Authority  To  Borrow.— 
Parents  of  a  dependent  student  shall  be  eli- 
gible to  borrow  funds  under  this  section  in 
amounts  specified  in  subsection  lb),  and 
unless  otherwise  specified  in  subsections  Ic) 
and  Id),  such  loans  shall  have  the  same 
terms,  conditions,  and  benefits  as  all  other 
loans  made  under  this  part  Whenever  neces- 
sary to  carry  out  the  provisions  of  this  sec- 
tion, the  terms  student'  and  borrower'  as 
used  in  this  part  shall  include  a  parent  bor- 
rower under  this  section,  but  such  a  parent 
borrower  shall  not  be  eligible  for  any  defer- 
ment pursuant  to  section  427la)l2)IC)  or 
428lb)il)iM)  except  for  the  deferments  al- 
lowed Iwith  respect  to  the  student)  under 
clauses  li),  iviii),  and  lix)  of  such  sections. 

"lb)  Limitations  on  Amounts  or  Loans.— 

"ID  Annual  limit.— Subject  to  paragraphs 
12)  and  13),  the  maximum  amount  parents 
may  borrow  for  one  student  in  any  academ- 
ic year  or  its  equivalent  las  defined  by  regu- 
lation of  the  Secretary)  is  $4,000. 

"12)  Aggregate  limit.— The  aggregate  in- 
sured principal  amount  for  insured  loans 


made  to  parents  on  account  of  a  student 
shall  not  exceed  $20,000. 

"13)  Limitation  based  on  need.— Any  loan 
under  this  section  may  be  counted  as  part  of 
the  expected  family  contribution  in  the  de- 
termination of  need  under  this  title,  but  no 
loan  may  be  made  to  any  parent  under  this 
section  which  would  cause  the  combined 
loans  of  the  parent  and  the  student  for  any 
academic  year  to  exceed  the  student's  esti- 
mated cost  of  attendance  minus  such  stu- 
dent's estimated  financial  assistance  as  cer- 
tified by  the  eligible  institution  under  sec- 
tion 428(a)l2)IA)  of  this  part  The  annual  in- 
surable limit  on  account  of  any  student 
shall  not  be  deemed  to  be  exceeded  by  a  line 
of  credit  under  which  actual  payments  to 
the  borrower  will  not  be  made  in  any  year  in 
excess  of  the  annual  limit 
"Ic)  Payment  or  Principal  and  Interest.— 
"ID  Commencement  or  repayment.— Re- 
payment of  principal  on  loans  made  under 
this  section  shall  commence  not  later  than 
60  days  after  the  date  such  loan  is  disbursed 
by  the  lender,  subject  to  deferral  pursuant  to 
sections  427la)l2)lC)  li).  Iviii).  and  lix)  and 
428<b)ll)IM)  li).  Iviii).  and  lix). 

"12)  Capitalization  or  interest.— Interest 
on  loans  made  under  this  section  for  which 
payments  of  principal  and  interest  are  de- 
ferred under  sections  427la)l2)lC)li)  and 
428ib)lDlM)li)  shall,  if  agreed  upon  by  the 
borrower  and  the  lender  I  A)  be  paid  quarter- 
ly or  IB)  be  added  to  the  principal  amount 
of  the  loan  on  a  quarterly  basis  by  the 
lender.  Such  capitalization  of  interest  shall 
not  be  deemed  to  exceed  the  annual  insur- 
able limit  on  account  of  the  student 

"13)  Subsidies  prohibited.— No  payments 
to  reduce  interest  costs  shall  be  paid  pursu- 
ant to  section  428(a)  of  this  part  on  loans 
made  pursuant  to  this  section. 

"14)  Applicable  rates  of  interest— Inter- 
est on  loans  made  pursuant  to  this  section 
shall  be  at  the  applicable  rate  of  interest 
provided  in  section  427 Ale). 

"IS)  Amortization.— The  amount  of  the 
periodic  payment  and  the  repayment  sched- 
ule for  any  loan  made  pursuant  to  this  sec- 
tion shall  be  established  by  assuming  an  in- 
terest rate  equal  to  the  applicable  rate  of  in- 
terest at  the  time  the  repayment  of  the  prin- 
cipal amount  of  the  loan  commences.  At  the 
option  of  the  lender,  the  note  or  other  writ- 
ten evidence  of  the  loan  may  require  that— 
"lA)  the  amount  of  the  periodic  payment 
will  be  adjusted  annually,  or 

"IB)  the  period  of  repayment  of  principal 
will  be  lengthened  or  shortened, 
in  order  to  reflect  adjustments  in  interest 
rates  occurring  as  a  consequence  of  section 
427Alc)l4). 
"Id)  Refinancing.— 

"ID  Refinancing  to  secure  combined  pay- 
ment.—An  eligible  lender  may  consolidate 
loans  held  by  it  which  are  made  under  this 
section  to  a  borrower,  including  loans  which 
were  made  under  section  428B  as  in  effect 
prior  to  the  enactment  of  the  Higher  Educa- 
tion Amendments  of  1986,  under  a  single  re- 
payment schedule  which  provides  for  a 
single  principal  payment  and  a  single  pay- 
ment of  interest  and  shall  calculate  the  re- 
payment period  for  each  included  loan  from 
the  date  of  the  commencement  of  repayment 
of  the  most  recent  included  loan.  Unless  the 
borrower  complies  with  the  requirements  of 
paragraph  12),  such  consolidated  loan  shall 
bear  interest  at  the  weighted  average  of  the 
rates  of  all  included  loans.  The  extension  of 
any  repayment  period  of  an  included  loan 
pursuant  to  this  paragraph  shall  be  reported 
to  the  Secretary  or  guaranty  agency  insur- 
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ing the  loan,  as  the  case  may  be,  but  no  ad- 
ditional insurance  premiums  shall  be  pay- 
able with  respect  to  any  such  extension.  The 
extension  of  the  repayment  period  of  any  in- 
cluded loan  shall  not  require  the  formal  ex- 
tension of  the  promissory  note  evidencing 
the  included  loan  or  the  execution  of  a  new 
promissory  note,  but  shall  be  treated  as  an 
administrative  forbearance  of  the  repay- 
ment terms  of  the  included  loan. 

"(2)  Refinancing  to  secure  variable  inter- 
est RATE.— An  eligible  lender  may  reissue  a 
loan  which  was  made  under  section  428B  as 
in  effect  prior  to  the  enactment  of  the 
Higher  Education  Amendments  of  1986  in 
order  to  permit  the  borrower  to  obtain  the 
interest  rate  provided  under  section 
427A(c)l4).  A  lender  offering  to  reissue  a 
loan  for  such  purpose  may  charge  a  borrow- 
er an  amount  not  to  exceed  $100  to  cover  the 
administrative  costs  of  reissuing  such  loan, 
not  more  than  one-half  of  which  shall  be 
paid  to  the  guarantor  of  the  loan  being  re- 
issued to  cover  costs  of  reissuance.  Reis- 
suance of  a  loan  under  this  paragraph  shall 
not  affect  any  insurance  applicable  with  re- 
spect to  the  loan,  and  no  additional  insur- 
ance fee  may  be  charged  to  the  borrower 
with  respect  to  the  loan. 

"(3)  Refinancing  by  discharge  of  previous 
loan.— A  borrower  who  has  applied  to  an 
ori0nal  lender  for  reissuance  of  a  loan 
under  paragraph  <2)  and  who  is  denied  such 
reissuance  may  obtain  a  loan  from  another 
lender  for  the  purpose  discharging  the  loan 
from  such  original  lender.  A  loan  made  for 
such  purpose— 

"(A)  shall  bear  interest  at  the  applicable 
rate  of  interest  provided  under  section 
427Aic)(4K 

"IB)  shall  not  result  in  the  extension  of  the 
duration  of  the  note  (other  than  as  permit- 
ted under  subsection  (c)(5)(B)): 

"(C)  may  be  subject  to  an  additional  in- 
surance fee  but  shall  not  be  subject  to  the  ad- 
ministrative cost  charge  permitted  by  para- 
graph (2)  of  this  subsection;  and 

"(D)  shall  be  applied  to  discharge  the  bor- 
rower from  any  remaining  obligation  to  the 
original  lender  with  respect  to  the  original 
loan. 

"(4)  Certification  in  lieu  of  promissory 
NOTE  presentation.— Each  new  lender  may 
accept  certification  from  the  original  lender 
of  the  borrower's  original  loan  in  lieu  of 
presentation  of  the  original  promissory 
note. 

"(5)  Notification  to  borrowers  of  avail- 
ability of  REFINANCING  OPTIONS.— Each  holder 
of  a  loan  made  under  this  section  or  under 
section  428B  as  in  effect  prior  to  the  date  of 
enactment  of  this  Act  shall,  not  later  then 
January  1,  1987,  in  the  case  of  loans  made 
before  the  date  of  enactment  of  this  A^t, 
notify  the  borrower  of  such  loan— 

"(A)  of  the  refinancing  options  for  which 
the  borrower  is  eligible  under  this  subsec- 
tion; 

"(B)  of  those  options  which  will  be  made 
available  by  the  holder;  and 

"(C)  that,  with  respect  to  any  option  that 
the  holder  will  not  make  available,  the 
holder  will,  to  the  extent  practicable,  refer 
the  borrower  to  an  eligible  lender  offering 
such  option. 

"CONSOLIDATION  LOANS 

"Sec.  428C.  (a)  Agreements  With  Eligible 
Lenders.— 

"(1)  Agreement  required  for  insurance 
COVERAGE.— For  the  purpose  of  providing 
loans  to  eligible  borrowers  for  consolidation 
of  their  obligations  with  respect  to  eligible 
student  loans,  the  Secretary  or  a  guaranty 
agency  shall  enter  into  agreements  in  ac- 
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cordance  with  subsectidn  <b)  with  the  fol- 
lowing eligible  lenders: 

"(A)  the  Student  Loan  Marketing  Associa- 
tion: 

"(B)  State  agencies  described  in  subpara- 
graphs (D)  and  (F)  of  section  435(d)(1):  and 

"(C)  other  eligible  lenders  described  in 
subparagraphs  (A).  (B),  (C),  and  (E)  of  such 
section. 

"(2)  Insurance  coverage  of  consolida- 
tions loans.— Except  as  provided  in  section 
429(e).  no  contract  of  insurance  under  this 
part  shall  apply  to  a  consolidation  loan 
unless  such  loan  is  made  under  an  agree- 
ment pursuant  to  this  section  and  is  covered 
by  a  certificate  issited  in  accordance  urith 
subsection  (b)(2).  Loans  covered  by  such  a 
certificate  that  is  issued  by  a  guaranty 
agency  shall  be  considered  to  be  insured 
loans  for  the  purposes  of  reimbursements 
under  section  428(c),  but  no  payment  shall 
be  made  with  respect  to  such  loans  under 
section  428(f)  to  any  such  agency. 

"(3)  Definition  of eugible  borrower.— (A) 
For  the  purpose  of  this  section,  the  term  'eli- 
gible borrower'  means  a  borrower  who.  at 
the  time  of  application  for  a  consolidation 
loan— 

"(i)  has  an  outstanding  indebtedness  on 
eligible  student  loans,  at  the  time  of  applica- 
tion for  a  consolidation  loan,  of  not  less 
than  $5,000; 

"(ii)  is  in  repayment  status,  or  in  a  grace 
period  preceding  repayment,  and  is  not  de- 
linquent with  respect  to  any  required  pay- 
ment on  such  indebtedness  by  more  than  90 
days;  and 

"(Hi)  is  not  a  parent  borrower  under  sec- 
tion 428B. 

"(B)  An  individual's  status  as  an  eligible 
borrower  under  this  section  terminates  upon 
receipt  of  a  consolidation  loan  under  this 
section  except  with  respect  to  loans  received 
under  this  title  after  the  date  of  receipt  of 
the  consolidation  loan.  Loans  made  under 
this  section  shall,  to  the  extent  used  to  dis- 
charge loans  made  under  this  part,  be  count- 
ed against  the  applicable  limitations  on  ag- 
gregate indebtedness  contained  in  sections 
425(a)(2)  and  428(b)(1)(B). 

"(4)  Definition  of  eligible  student 
LOANS.— For  the  purpose  of  paragraph  (1), 
the  term  'eligible  student  loans'  means 
loans— 

"(A)  made,  insured,  or  guaranteed  under 
this  part; 

"(B)  made  under  part  E  of  this  title;  or 

"(C)  made  under  subpart  II  of  part  C  of 
title  VII  of  the  Public  Health  Service  Act 

"(b)  Contents  of  Agreements,  Certifi- 
cates OF  Insurance,  and  Loan  Notes.— 

"(1)  Agreements  with  lenders.— Any 
lender  described  in  subparagraph  (A),  (B). 
or  (C)  of  subsection  (a)(1)  who  wishes  to 
make  consolidation  loans  under  this  section 
shall  enter  into  an  agreement  with  the  Secre- 
tary or  a  guaranty  agency  which  provides— 

"(A)  that,  in  the  case  of  all  lenders  de- 
scribed in  subsection  (a)(1).  the  lender  will 
make  a  consolidation  loan  to  an  eligible 
borrower  (on  request  of  that  borrower)  only 
if  the  borrower  certifies  that  the  borrower 
has  no  other  application  pending  for  a  loan 
under  this  section  and  (i)  the  lender  holds 
an  outstanding  loan  of  that  borrower  which 
is  selected  by  the  borrower  for  consolidation 
under  this  section,  or  (ii)  the  borrower  certi- 
fies that  the  borrower  has  sought  and  has 
been  unable  to  obtain  a  consolidation  loan 
from  the  holders  of  the  outstanding  loans  of 
that  borrower  (which  are  so  selected  for  con- 
solidation): 

"(B)  that  each  consolidation  loan  made  by 
the  lender  will  bear  interest,  and  be  subject 


to  repayment,  in  accordance  with  subsec- 
tion (c); 

"(C)  that  each  consolidation  loan  will  be 
made,  notwithstanding  any  other  provision 
of  this  part  limiting  the  annual  or  aggregate 
principal  amount  for  all  insured  loans  made 
to  a  borrower,  in  an  amount  (i)  which  is  not 
less  than  the  minimum  amount  required  for 
eligibility  of  the  borrower  under  subsection 
(a)(2),  and  (ii)  which  is  equal  to  the  sum  of 
the  unpaid  principal  and  accrued  unpaid 
interest  and  late  charges  of  all  loans  re- 
ceived by  the  eligible  borroxcer  under  this 
title  which  are  selected  by  the  borrower  for 
consolidation; 

"(D)  that  the  proceeds  of  each  consolida- 
tion loan  will  be  paid  by  the  lender  to  the 
holder  or  holders  of  the  loans  so  selected  to 
discharge  the  liability  on  such  loans: 

"(E)  such  other  terms  and  conditions  as 
the  Secretary  or  the  guaranty  agency  may 
specifically  require  of  the  lender  to  carry  out 
this  section. 

"(2)  Issuance  of  certificate  of  compre- 
hensive insurance  coverage.— The  Secretary 
shall  isstie  a  certificate  of  comprehensive  in- 
surance coverage  under  section  429(b)  to  a 
lender  which  has  entered  into  an  agreement 
with  the  Secretary  under  paragraph  (1)  of 
this  subsection.  The  guaranty  agency  may 
issue  a  certificate  of  comprehensive  insur- 
ance coverage  to  a  lender  with  which  it  has 
an  agreement  under  such  paragraph.  The 
Secretary  shall  not  issue  a  certificate  to  a 
lender  described  in  subparagraph  (B)  or  (C) 
of  subsection  (a)(1)  unless  the  Secretary  de- 
termines that  such  lender  has  first  applied 
to.  and  has  been  denied  a  certificate  of  in- 
surance by,  the  guaranty  agency  which  in- 
sures the  preponderance  of  its  loans  (by 
value). 

"(3)  Contents  of  certificate.— A  certifi- 
cate issued  under  paragraph  (2)  shall  at  a 
minimum,  provide— 

"(A)  that  all  consolidation  loans  made  by 
such  lender  in  conformity  with  the  require- 
ments of  this  section  will  be  insured  by  the 
Secretary  or  the  guaranty  agency  (whichever 
is  applicable)  against  loss  of  principal  and 
interest: 

"(B)  that  a  consolidation  loan  will  not  be 
insured  unless  the  lender  has  determined  to 
its  satisfaction,  in  accordance  urith  reasona- 
ble and  prudent  business  practices,  for  each 
loan  being  consolidated— 

"(i)  that  the  loan  is  a  legal,  valid,  and 
binding  obligation  of  the  borrower: 

"(ii)  that  each  such  loan  was  made  and 
serviced  in  compliance  with  applicable  laws 
and  regidations:  and 

"(Hi)  in  the  case  of  loans  under  this  part, 
that  the  insurance  on  such  loan  is  in  full 
force  and  effect; 

"(C)  the  effective  date  and  expiration  date 
of  the  certificate; 

"(D)  the  aggregate  amount  to  which  the 
certificate  applies; 

"(E)  the  reporting  requirements  of  the  Sec- 
retary on  the  lender  and  an  identification  of 
the  office  of  the  Department  of  Education  or 
of  the  guarantee  agency  which  will  process 
claims  and  perform  other  related  adminis- 
trative functions; 

"(F)  the  alternative  repayment  terms 
which  will  be  offered  to  borrowers  by  the 
lender: 

"(G)  that,  if  the  lender  prior  to  the  expira- 
tion of  the  certificate  no  longer  proposes  to 
make  consolidation  loans,  the  lender  will  so 
notify  the  issuer  of  the  certificate  in  order 
that  the  certificate  may  be  terminated  (with- 
out affecting  the  insurance  on  any  consoli- 
dation loan  made  prior  to  such  termina- 
tion): and 
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"(H)  the  terms  upon  which  the  issuer  of 
the  certificate  may  limit,  suspend,  or  termi- 
nate the  leJider's  authority  to  make  consoli- 
dation loans  under  the  certificate  fwithout 
affecting  the  insurance  on  any  consolida- 
tion loan  made  prior  to  such  limitation,  sus- 
pension, or  termination/. 

"141  Terms  and  conditioss  of  loans.— A 
consolidation  loan  made  pursuant  to  this 
section  shall  be  insurable  by  the  Secretary  or 
a  guaranty  agency  pursuant  to  paragraph 
(2)  only  if  the  loan  is  made  to  an  eligible 
borrower  who  has  agreed  to  notify  the  holder 
of  the  loan  promptly  concerning  any  change 
of  address  and  the  loan  is  ei'idenced  by  a 
note  or  other  written  agreement  which— 

"lA)  IS  made  without  security  and  without 
endorsement,  except  that  if  the  borrower  is  a 
minor  and  such  note  or  other  written  agree- 
ment executed  by  him  or  her  would  riot, 
under  applicable  law.  create  a  binding  obli- 
gation, endorsement  may  be  required: 

"iBJ  provides  for  the  payment  of  interest 
and  the  repayment  of  principal  in  accord- 
ance with  subsection  <c>  of  this  section: 

"to  provides  that  periodic  installments  of 
principal  need  not  be  paid,  but  interest  shall 
accrue  and  be  paid,  during  any  period  for 
which  the  borrower  would  be  eligible  for  a 
deferral  under  clause  (ii.  iviii).  or  dxi  of  sec- 
tion 428(b/il/iM>.  and  that  any  such  period 
shall  not  bf  included  m  determining  the  re- 
payment period  pursuant  to  subsection 
<c)<2>  of  this  section: 

"iD>  entitles  the  borrower  to  accelerate 
without  penalty  repayment  of  the  whole  or 
any  part  of  the  loan:  and 

■lEXii  contains  a  notice  of  the  system  of 
disclosure  concerning  such  loan  to  credit 
bureau  organisations  under  section  430A. 
and  lii)  provides  that  the  lender  on  request 
of  the  borrower  will  provide  information  on 
the  repayment  status  of  the  note  to  such  or- 
ganizations. 

"(c>  Payment  or  Principal  and  Interest.— 

"Ill  Interest  rates.— (AI  Consolidation 
loans  made  under  this  section  shall  bear  in- 
terest at  rates  determined  under  subpara- 
graph (Bi  or  <C).  For  the  purposes  of  pay- 
ment of  special  allowances  under  section 
438fb)'2l.  the  interest  rate  required  by  this 
subsection  is  the  applicable  interest  rate 
with  respect  to  a  consolidation  loan. 

"tSi  Except  as  provided  in  subparagraph 
iCl.  a  consolidation  loan  shall  bear  interest 
at  an  annual  rate  on  the  unpaid  principal 
balance  of  the  loan  which  is  equal  to  the 
weighted  average  of  the  interest  rates  on  the 
loans  consolidated,  rounded  to  the  nearest 
whole  percent. 

"iCl  A  consolidation  loan  shall  bear  inter- 
est at  an  annual  rate  on  the  unpaid  princi- 
pal balance  of  the  loan  equal  to  not  less  than 
9  percent 

"121  Repayment  schedules.  — iAi  Notwith- 
standing any  other  provision  of  this  part,  to 
the  extent  authorised  by  its  certificate  of  in- 
surance under  subsection  ibi(2iiFi  and  ap- 
proved by  the  issuer  of  such  certificate,  the 
lender  of  a  consolidation  loan  shall  estab- 
lish repayment  terms  as  will  promote  the  ob- 
jectives of  this  section,  which  may  include 
the  establishment  of  graduated  or  income 
sensitive  repayment  schedules.  Such  repay- 
ment terms  shall  require  that  if  the  sum  of 
the  consolidation  loan  and  the  amount  out- 
standing on  other  student  loans  to  the  indi- 
vidual— 

"(i)  IS  equal  to  or  greater  than  S5.000  but 
less  than  S7.S00.  then  such  consolidation 
loan  shall  be  repaid  in  not  more  than  10 
years: 

"Hi)  is  equal  to  or  greater  than  $7,500  but 
less  than  $10,000.  then  such  consolidation 


loan  shall  be  repaid  in  not  more  than  12 
years: 

"Hill  is  equal  to  or  greater  than  $10,000 
but  less  than  $20,000.  then  such  consolida- 
tion loan  shall  be  repaid  in  not  more  than 
15  years: 

"(ivl  is  equal  to  or  greater  than  $20,000 
but  less  than  $45,000.  then  such  consolida- 
tion loan  shall  be  repaid  in  not  more  than 
20  years:  or 

"(V)  IS  more  than  $45,000.  then  such  con- 
solidation loan  shall  be  repaid  in  not  more 
than  25  years. 

"IB)  Unless  a  consolidation  loan  under 
subparagraph  lAllii)  will  be  used  to  dis- 
charge at  least  $5,000  of  loans  made  under 
this  part,  such  loan  shall  be  repaid  in  ac- 
cordance with  subparagraph  lAllil. 

"iCi  The  amount  outstanding  on  other 
student  loans  which  may  be  counted  for  the 
purpose  of  subparagraph  lAI  may  not  exceed 
the  amount  of  the  consolidation  loan. 

"13)  Additional  repayment  require- 
ments.—Notwithstanding  paragraph  12)— 

"IAI  a  repayment  schedule  established 
with  respect  to  a  consolidation  loan  shall  re- 
quire that  the  minimum  installment  pay- 
ment equal  to  not  less  than  the  accrued 
unpaid  interest:  and 

"IB)  the  lender  of  a  consolidation  loan 
may.  with  respect  to  repayment  on  the  loan, 
when  the  amount  of  a  monthly  or  other 
similar  payment  on  the  loan  is  not  a  multi- 
ple of  $5.  round  the  payment  to  the  next 
highest  whole  dollar  amount  that  is  a  multi- 
ple of  $5. 

"14)  Commencement  of  repayment.— Re- 
payment of  a  consolidation  loan  shall  com- 
mence within  60  days  after  all  holders  have, 
pursuant  to  subsection  ib)iUiD>.  discharged 
the  liability  of  the  borrower  on  the  loans  se- 
lected for  consolidation. 

"151    iNSVH.ANCE    PREMIUMS    PROHIBITED.— NO 

insurance  premium  shall  be  charged  to  the 
borrower  on  any  consolidation  loan,  and  no 
insurance  premiurn  shall  he  payable  by  the 
lender  to  the  Secretary  with  respect  to  any 
such  loan. 

"Id)  Termination  of  Authority.— The  au- 
thority to  make  loans  under  this  section  ex- 
pires at  the  close  of  September  30.  1992. 
Nothing  m  this  section  shall  be  construed  to 
authorise  the  Secretary  to  promulgate  rules 
or  regulations  governing  the  tej-ms  or  condi- 
tions of  the  agreements  and  certificates 
under  subsection  ib).  Loans  made  under  this 
section  which  are  insured  by  the  Secretary 
shall  be  considered  to  be  new  loans  made  to 
students  for  the  purpose  of  section  4241a). 

"COMMINCLING  OF  FUNDS 

"Sec  428D.  Notwithstanding  any  other 
provision  of  this  part  regarding  permissible 
uses  of  funds  from  any  source,  funds  re- 
ceived by  a  guaranty  agency  under  any  pro- 
vision of  this  part  may  be  commingled  with 
funds  received  under  any  other  provision  of 
this  part  and  mav  be  used  to  carry  out  the 
purposes  of  such  other  provision,  except 
that- 
'll) the  total  amount  expended  for  the 
purposes  of  such  other  provision  shall  not 
exceed  the  amount  the  guaranty  agency 
would  otherwise  be  authorised  to  expend: 
and 

"12)  the  authority  to  commingle  such 
funds  shall  not  relieve  such  agency  of  any 
accounting  or  auditing  obligations  under 
this  part. 

"STATE  GARNISHMENT  LAW  REQUIREMENTS 

"Sec.  428E.  la)  Requirements  for  Addi- 
tional Cost  Payments.— A  garnishment  law 
complies  with  the  requirements  of  this  sec- 
tion if  such  law— 

"ID  provides  that  the  amount  deducted  for 
any  pay  period  may  not  exceed  10  percent  of 


disposable  pay.  except  that  a  greater  per- 
centage may  be  deducted  upon  the  written 
consent  of  the  individual  involved: 

"12)  proviides  the  individual  with  a  mini- 
mum of  30  days  written  notice,  informing 
such  individual  of  the  nature  and  amount 
of  the  indebtedness  determined  by  such 
agency  to  be  due.  the  intention  of  the  agency 
to  initiate  proceedings  to  collect  the  debt 
through  deductions  from  pay.  and  an  expla- 
nation of  the  rights  of  the  individual  under 
such  law: 

"13)  provides  the  individual  with  an  op- 
portunity to  inspect  and  copy  records  relat- 
ing to  the  debts: 

"14)  provides  the  individual  with  an  op- 
portunity to  enter  into  a  written  agreement 
with  the  agency,  under  terms  agreeable  to 
the  head  of  the  agency  or  his  designee,  to  es- 
tablish a  schedule  for  the  repayment  of  the 
debt: 

"15)  provides  the  individual  toith  an  op- 
portunity for  a  hearing  in  accordance  with 
subsection  lb)  on  the  determination  of  the 
agency  concerning  the  existence  or  the 
amount  of  the  debt,  and  in  the  case  of  an  in- 
dividual whose  repayment  schedule  is  estab- 
lished other  than  by  a  written  agreement 
pursuant  to  paragraph  14).  concerning  the 
terms  of  the  repayment  schedule,  but  does 
not  permit  additional  administrative  or  ju- 
dicial procedures  that  would  delay  collec- 
tion of  the  debt  Isuch  as  reduction  of  the 
debt  to  a  judgment): 

"16)  provides  that  the  employer  will  be 
held  liable  to  the  agency  for  any  amount 
which  such  employer  fails  to  withhold  from 
wages  due  an  employee  following  receipt  by 
such  employer  of  proper  notice  under  para- 
graph 12).  but  such  employer  shall  not  be  re- 
quired to  vary  the  normal  pay  and  disburse- 
ment cycles  in  order  to  comply  with  this 
paragraph:  and 

"17)  provides  for  the  imposition  of  a  fine 
against  any  employer  who  discharges  from 
employment,  refuses  to  employ,  or  takes  dis- 
ciplinary action  against  any  individual 
subject  to  wage  withholding  required  by  this 
section  because  of  the  existence  of  such  with- 
holding and  the  obligations  or  additional 
obligations  which  it  imposes  upon  the  em- 
ployer. 

"lb)  Hearing  Requirements.— A  hearing 
described  in  subsection  ia)i5)  shall  be  pro- 
vided if  the  individual,  on  or  before  the  15th 
day  following  receipt  of  the  notice  described 
in  subsection  Ia)i2).  and  in  accordance  with 
such  procedures  as  the  head  of  the  agency 
may  prescribe,  files  a  petition  requesting 
such  a  hearing.  The  timely  filing  of  a  peti- 
tion for  hearing  shall  stay  the  commence- 
ment of  collection  proceedings.  A  hearing 
under  subsection  Ia)l5)  may  not  be  conduct- 
ed by  an  individual  under  the  supen^ision 
or  control  of  the  head  of  the  agency,  except 
that  nothing  in  this  sentence  shall  be  con- 
strued to  prohibit  the  appointment  of  an  ad- 
ministrative law  judge.  The  hearing  official 
shall  issue  a  final  decision  at  the  earliest 
practicable  date,  but  not  later  than  60  days 
after  the  filing  of  the  petition  requesting  the 
hearing. 

"Id  Notice  Requirements.  — The  notice 
given  to  the  employer  pursuant  to  subsec- 
tion Ia)l2)  shall  contain  only  such  informa- 
tion as  may  be  necessary  for  the  employer  to 
comply  with  the  withholding  order. 

"Id I  Definition.— For  the  purpose  of  this 
section,  the  term  'disposable  pay'  means 
that  part  of  pay  of  any  individual  remain- 
ing after  the  deduction  of  any  amounts  re- 
quired by  law  to  be  withheld. 
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"HF.HABII.ITATION  OF  DKfAlll.TFD  /.O/UV.S' 

"Sfc.  428F.  (a)  Authukiiy  To  Estaiiusii 
Pilot  Prouram.—THc  Secret ary  shall,  tn  ac- 
cordance with  the  requirements  of  this  sec- 
tion, establish  a  pilot  program  to  test  the 
feasibility  of  rehabilitating  defaulted  loans 
under  this  part.  Such  pilot  program  shall  be 
commenced  within  3  months  after  the  date 
of  enactment  of  this  section  and  shall  be 
completed  not  later  than  3  years  after  such 
date.  The  Secretary  shall  submit  a  report  on 
the  results  of  such  pilot  program  within  3 
months  after  its  completion. 

"(b)  EuaiBu.iTY  FOR  Pilot  Program.  — The 
loans  which  shall  be  eligible  for  rehabilita- 
tion under  this  section  shall  be  only  those 
loans  which  are  made  to  borrowers  who.  at 
the  time  of  default  on  the  loan,  are  unem- 
ployed or  institutionalised. 

"Id  Method  of  Rehabilitation.— 

"Ill  Sale  of  loa\  pt!R.siiANT  to  agree- 
ment.—Upon  securing  consecutive  payments 
for  12  months  of  amounts  owed  on  a  loan 
for  which  the  Secretary  has  made  a  payment 
under  section  428(c)(lt.  the  guaranty  agency 
(pursuant  to  an  agreement  with  the  Secre- 
tary) or  the  Secretary  shall,  if  practicable, 
sell  the  rehabilitated  loan  to  an  eligible 
lender,  other  than  an  eligible  lender  who  has 
been  found  by  the  guaranty  agency  or  the 
Secretary  to  have  substantially  failed  to  ex- 
ercise the  due  diligence  required  of  lenders 
under  this  part. 

"(21  Terms  of  agreement.— Such  agree- 
ment between  the  guaranty  agency  and  the 
Secretary  shall  provide— 

"(A)  for  the  repayment  by  the  agency  to 
the  Secretary  of  81.5  percent  of  the  amount 
of  the  principal  balance  outstanding  at  the 
time  of  such  sale  multiplied  by  a  percentage 
amount  equal  to  the  reinsurance  percentage 
in  effect  when  payment  under  the  guaranty 
agreement  was  made  with  respect  to  the 
loan:  and 

"(B)  for  the  reinstatement  by  the  Secretary 
(l>  of  the  obligation  to  reimburse  such 
agency  for  the  amount  expended  by  it  in  dis- 
charge of  its  insurance  obligation  under  its 
loan  insurance  program,  and  (II)  of  the  obli- 
gation to  pay  to  the  holder  of  the  rehabili- 
tated loan  a  special  allowance  pursuant  to 
section  438. 

"(31  Proceeds  of  sales  offset  against  de- 
fault CLAIMS.— Amounts  received  by  the  Sec- 
retary pursuant  to  the  sale  of  rehabilitated 
loans  by  a  guaranty  agency  under  this  para- 
graph shall  be  deducted  from  the  calcula- 
tions of  the  amount  of  claims  for  reimburse- 
ment filed  by  the  agency  under  section 
428ic)(l)  for  the  fiscal  year  in  which  the 
amount  was  received,  notwithstanding  the 
fact  that  the  default  occurred  in  a  prior 
fiscal  year. 

"(4)  Effect  of  rehabilitation  on  borrow- 
er ELIGIBILITY.— Any  borrower  whose  loan  is 
rehabilitated  under  this  subsection  shall  not 
be  precluded  by  section  484  from  receiinng 
additional  assistance  under  this  title  (for 
which  he  or  she  is  otherwise  eligible!  on  the 
basis  of  defaulting  on  the  loan  prior  to  reha- 
bilitation. 

"(5)  Applicability  of  other  terms,  condi- 
tions, and  benefits.— a  loan  which  is  'reha- 
bilitated under  this  paragraph  shall  be  sub- 
ject to  the  same  terms  and  conditions  and 
qualify  for  the  same  benefits  and  privileges 
as  other  loans  made  under  this  part. 

"certificate  of  federal  loan  insurance— 
effecti ve  da  te  of  ins  ura  nce 

"Sec.  429.  (a)  Loan-by-Loan  Insurance.— 

"(1)  Authority  to  issue  certificates  on 
APPLICATION.— If,  upon  application  by  an  eli- 
gible lender,  made  upon  such  form,  contain- 
ing such   information,    and   supported   by 


such  evidence  as  the  Secretary  may  require, 
and  otherunse  in  conformity  with  this  sec- 
tion, the  Secretary  finds  that  the  applicant 
has  made  a  loan  to  an  eligible  student  vihich 
IS  insurable  under  the  proinsions  of  this 
part,  he  inay  issue  to  the  applicant  a  certifi- 
cate of  insurance  coi^ering  the  loan  and  set- 
ting forth  the  amount  and  terms  of  the  in- 
surance. 

"(2)    EFFEi'TIVENt.^S   OF  CERTIFICATE.— InSUr- 

ancc  evidenced  by  a  certificate  of  iiisuraiice 
pursuarit  to  subsection  (a)(1)  shall  become 
effective  upon  the  dale  of  issuance  of  the 
certificate,  except  that  the  Secretary  is  au- 
thorized, in  accordance  with  regulations,  to 
issue  commitments  with  respect  to  proposed 
loans,  or  with  respect  to  lines  (or  proposed 
lines)  of  credit,  submitted  by  eligible  lenders, 
and  in  that  event,  upon  compliance  with 
subsection  (a)(1)  by  the  lender,  the  certifi- 
cate of  insurance  may  be  issued  effective  as 
of  the  dale  when  any  loan,  or  any  payment 
by  the  lender  pursuant  to  a  line  of  credit,  to 
br  covered  by  such  insurance  was  made. 
Such  insurance  shall  cease  to  be  effective 
upo7i  60  days'  default  by  the  lender  in  the 
payment  of  any  installment  of  the  premiums 
payable  pursuant  to  subsection  (c). 

"(3)  Contents  of  applications.— An  appli- 
cation submitted  pursuant  to  subsection 
(aid)  shall  contain  (A)  an  agreement  by  the 
applicant  to  pay,  in  accordance  with  regula- 
tions, the  premiums  fixed  by  the  Secretary 
pursuant  to  subsection  (c),  and  (Bl  an 
agreement  by  the  applicant  that  if  the  loan 
is  covered  by  insurance  the  applicant  will 
submit  such  supplementary  reports  and 
statement  during  the  effective  period  of  the 
loan  agreement,  upon  such  forms,  at  such 
times,  and  containing  such  information  as 
the  Secretary  may  prescribe  by  or  pursuant 
to  regulation. 

"(b)  Comprehensive  Insurance  Coverage 
(Certificate.— 

"(1)  Establishment  of  svstem  by  regula- 
tion.—In  lieu  of  requiring  a  separate  insur- 
ance application  and  issuing  a  separate  cer- 
tificate of  insurance  for  each  student  loan 
made  by  an  eligible  lender  as  provided  in 
subsection  (a),  the  Secretary  may,  in  accord- 
ance with  regulations  consistent  with  sec- 
tion 424,  issue  to  any  eligible  lender  apply- 
ing therefor  a  certificate  of  comprehensive 
insurance  coverage  which  shall,  without  fur- 
ther action  by  the  Secretary,  insure  all  in- 
surable loans  made  by  that  lender,  on  or 
after  the  date  of  the  certificate  and  before  a 
specified  cutoff  date,  within  the  limits  of  an 
aggregate  maxirnum  amount  stated  in  the 
certificate.  Such  regulations  may  provide 
for  conditioning  such  insurance,  with  re- 
spect to  any  loan,  upon  compliance  by  the 
lender  with  such  requirements  (to  be  stated 
or  incorporated  by  reference  in  the  certifi- 
cate) as  in  the  Secretary's  judgment  will  best 
achieve  the  purpose  of  this  subsection  while 
protecting  the  United  States  from  the  risk  of 
unreasonable  loss  and  promoting  the  objec- 
tives of  this  part,  including  (but  not  limited 
to)  provisions  as  to  the  reporting  of  such 
loans  and  information  relevant  thereto  to 
the  Secretary  and  as  to  the  payment  of  ini- 
tial and  other  premiums  and  the  effect  of  de- 
fault therein,  and  including  provision  for 
confirmation  by  the  Secretary  from  time  to 
time  (through  endorsement  of  the  certifi- 
cate/ of  the  coverage  of  specific  new  loans  by 
such  certificate,  which  confirmation  shall  be 
incontestable  by  the  Secretary  in  the  absence 
of  fraud  or  misrepresentation  of  fact  or 
patent  error. 

"(2)  Uncovered  loans.— If  the  holder  of  a 
certificate' of  comprehensive  insurance  cov- 
erage issued  under  this  subsection  grants  to 


a  student  a  line  of  credit  extending  beyond 
the  cutoff  date  specified  in  that  certificate, 
loans  or  payments  thereon  made  by  the 
holder  after  that  date  pursuant  to  the  line  of 
credit  shall  not  be  deemed  to  be  included  in 
the  coverage  of  that  certificate  except  as 
may  be  specifically  provided  therein:  but, 
subject  to  the  limitations  of  section  424,  the 
Secretary  may,  in  accordance  with  regula- 
tions, ynake  commitments  to  insure  such 
future  loans  or  payments,  and  such  commit- 
ments may  be  honored  either, as  provided  in 
subsection  (a)  or  by  inclusion  of  such  insur- 
ance on  comprehensive  coverage  under  the 
subsection  for  the  period  or  periods  in  which 
such  future  loans  or  payments  are  made. 

"(c)  Charges  for  Federal  Insurance.— The 
Secretary  shall,  pursuant  to  regulations, 
charge  for  insurance  on  each  loan  under 
this  part  a  premium  in  an  amount  not  to 
exceed  one-fourth  of  1  percent  per  year  of  the 
unpaid  principal  amount  of  such  loan  (ex- 
cluding interest  added  to  principal),  payable 
in  advance,  at  such  times  and  in  such 
manner  as  may  be  prescribed  by  the  Secre- 
tary. Such  regulations  may  provide  that 
such  premium  shall  not  be  payable,  or  if 
paid  shall  be  refundable,  with  respect  to  any 
period  after  default  in  the  payment  of  prin- 
cipal or  interest  or  after  the  borrower  has 
died  or  becomes  totally  and  permanently 
disabled,  if  (1)  notice  of  such  default  or 
other  event  has  been  duly  given,  and  (2)  re- 
quests for  payment  of  the  loss  insured 
against  has  been  made  or  the  Secretary  has 
made  such  payment  on  his  own  motion  pur- 
suant to  section  430(a). 

"(d)  Assignability  of  Insurance.— The 
rights  of  an  eligible  lender  arising  under  in- 
surance evidenced  by  a  certificate  of  insur- 
ance issued  to  it  under  this  section  may  be 
assigned  as  security  by  such  lender  only  to 
another  eligible  lender,  and  subject  to  regu- 
lation by  the  Secretary. 

"(e)  Consolidation  Not  To  Affect  Insur- 
ANCE.—The  consolidation  of  the  obligations 
of  two  or  more  federally  insured  loans  ob- 
tained by  a  student  borrower  in  any  fiscal 
year  into  a  single  obligation  evidenced  by  a 
single  instrument  of  indebtedness  shall  not 
affect  the  insurance  by  the  United  States.  If 
the  loans  thus  consolidated  are  covered  by 
separate  certificates  of  insurance  issued 
under  subsection  (ai,  the  Secretary  may 
upon  surrender  of  the  original  certificates 
issue  a  new  certificate  of  insurance  in  ac- 
cordance with  that  subsection  upon  the  con- 
solidated obligation:  if  they  are  cornered  by  a 
single  comprehensive  certificate  issued 
under  subsection  (b),  the  Secretary  may 
amend  that  certificate  accordingly. 

"default  of  student  under  federal  loan 
insurance  program 

"Sec.  430.  (a)  Notice  to  Secretary  and 
Payment  of  Loss.— Upon  default  by  the  stu- 
dent borrower  on  any  loan  covered  by  Feder- 
al loan  insurance  pursuant  to  this  part,  and 
prior  to  the  commencement  of  suit  or  other 
enforcement  proceedings  upon  security  for 
that  loan,  the  insurance  beneficiary  shall 
promptly  notify  the  Secretary,  and  the  Secre- 
tary shall  if  requested  (at  that  time  or  after 
further  collection  efforts)  by  the  beneficiary, 
or  may  on  the  Secretary's  own  motion,  if  the 
insurance  is  still  in  effect,  pay  to  the  benefi- 
ciary the  amount  of  the  loss  sustained  by  the 
insured  upon  that  loan  as  soon  as  that 
amount  had  been  determined.  The  'amount 
of  the  loss'  on  any  loan  shall,  for  the  pur- 
poses of  this  subsection  and  subsection  (bl, 
be  deemed  to  be  an  amount  equal  to  the 
unpaid  balance  of  the  principal  amount  and 
accrued  interest,  including  interest  accruing 
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from  the  date  of  submission  of  a  valid  de- 
fault claim  las  determined  by  the  Secretary) 
to  the  date  on  which  payment  is  authorized 
by  the  Secretary,  reduced  to  the  extent  re- 
quired by  section  4Z5(b).  Such  beneficiary 
shaU  be  required  to  meet  the  standards  of 
due  diligence  in  the  collection  of  the  loan 
and  shall  be  required  to  submit  proof  that 
reasonable  attempts  were  made  to  locate  the 
borrower  (when  the  location  of  the  borrower 
is  unknoum)  and  proof  that  contact  was 
made  with  the  tmrrower  (when  the  location 
is  knownJ.  The  Secretary  shall  make  the  de- 
termination required  to  carry  out  the  provi- 
sions of  this  section  not  later  than  90  days 
after  the  notification  by  the  insurance  bene- 
ficiary and  shall  make  payment  in  full  on 
the  amount  of  the  beneficiary's  loss  pending 
completion  of  the  due  diligence  investiga- 
tion. 

"ibt  Effect  of  Payment  of  Loss.— Upon 
payment  of  the  amount  of  the  loss  pursuant 
to  subsection  la),  the  United  States  shall  be 
subrogated  for  all  of  the  rights  of  the  holder 
of  the  obligation  upon  the  insured  loan  and 
shall  be  entitled  to  an  assignment  of  the 
note  or  other  evidence  of  the  insured  loan  by 
the  insurance  beneficiary.  If  the  net  recov- 
ery made  by  the  Secretary  on  a  loan  after  de- 
duction of  the  cost  of  that  recovery  linclud- 
ing  reasonable  administrative  costs  and  col- 
lection costs,  to  the  extent  set  forth  in  regu- 
lations issued  by  the  Secretary)  exceeds  the 
amount  of  the  loss,  the  excess  shall  be  paid 
over  to  the  insured.  The  Secretary  may.  in 
attempting  to  make  recovery  on  such  loans, 
contract  with  private  business  concerns. 
State  student  loan  insurance  agencies,  or 
State  guaranty  agencies,  for  payment  for 
services  rendered  by  such  concerns  or  agen- 
cies in  assisting  the  Secretary  in  making 
such  recovery.  Any  contract  under  this  sub- 
section entered  into  by  the  Secretary  shall 
provide  that  attempts  to  make  recovery  on 
such  loans  shail  be  fair  and  reasonable,  and 
do  not  involve  harassmenL  intimidation. 
false  or  misleading  representations,  or  un- 
necessary communications  concerning  the 
existence  of  any  such  loan  to  persons  other 
than  the  student  borrower. 

"let  Forbearance  Not  Precluded.— Noth- 
ing in  this  section  or  in  this  part  shall  be 
construed  to  preclude  any  forbearance  for 
the  benefit  of  the  student  borrower  which 
may  be  agreed  upon  by  the  parties  to  the  in- 
sured loan  and  approved  by  the  Secretary,  or 
to  preclude  fort>earance  by  the  Secretary  in 
the  enforcement  of  the  insured  obligation 
after  payment  on  that  insurance.  Any  for- 
bearance which  is  approved  by  the  Secretary 
under  this  subsection  with  respect  to  the  re- 
payment of  a  loan,  including  a  forbearance 
during  default,  shall  not  be  considered  as  in- 
dicating that  a  holder  of  a  federally  insured 
loan  has  failed  to  exercise  reasonable  care 
and  due  diligence  in  the  collection  of  the 
loan. 

"Id)  Care  and  Diligence  Required  of 
Holders.— Nothing  in  this  section  or  in  this 
part  shall  be  construed  to  excuse  the  holder 
of  a  federally  insured  loan  from  exercising 
reasonable  care  and  diligence  in  the  making 
and  collection  of  loans  under  the  provisions 
of  this  part.  If  the  Secretary,  after  a  reasona- 
ble notice  and  opportunity  for  hearing  to  an 
eligible  lender,  finds  that  it  has  substantial- 
ly failed  to  exercise  such  care  and  diligence 
or  to  make  the  reports  and  statements  re- 
quired under  section  428la>l4)  and  section 
429la)l3),  or  to  pay  the  required  Federal 
loan  insurance  premiums,  the  Secretary 
shall  disqualify  that  lender  for  further  Fed- 
eral insurance  on  loans  granted  pursuant  to 
this  part  until  the  Secretary  is  satisfied  that 


its  failure  has  ceased  and  finds  that  there  is 
reasonable  assurance  that  the  lender  will  in 
the  future  exercise  necessary  care  and  dili- 
gence or  comply  with  such  requirements,  as 
the  case  may  be. 

"REPORTS  TO  credit  BUREAUS  AND 
INSTITUTIONS  OF  HIGHER  EDUCATION 

"Sec.  430A.  la)  Agreements  To  Exchange 
Information.— For  the  purpose  of  promoting 
responsible  repayment  of  loans  covered  by 
Federal  loan  insurance  pursuant  to  this 
part  or  covered  by  a  guaranty  agreement 
pursuant  to  section  428.  the  Secretary,  each 
guaranty  agency,  eligible  lender,  and  subse- 
quent holder  shall  enter  into  agreements 
with  credit  bureau  organizations  to  ex- 
change infoTTnation  concerning  student  bor- 
rowers, in  accordance  with  the  requirements 
of  this  section.  For  the  purpose  of  assisting 
such  organizations  in  complying  with  the 
Fair  Credit  Reporting  Act,  such  agreements 
may  provide  for  timely  response  by  the  Sec- 
retary iconceming  loans  covered  by  Federal 
loan  insurance),  by  a  guaranty  agency,  eligi- 
ble lender,  or  subsequent  holder  iconceming 
loans  covered  by  a  guaranty  agreement),  or 
to  requests  from  such  organizations  for  re- 
sponses to  objections  raised  by  borrowers. 
Subject  to  the  requirements  of  subsection  Ic). 
such  agreements  shall  require  the  Secretary, 
the  guaranty  agency,  eligible  lender,  or  sub- 
sequent holder,  as  appropriate,  to  disclose  to 
such  organizations,  with  respect  to  any  loan 
under  this  part  that  has  not  been  repaid  by 
the  borrower— 

"ID  the  total  amount  of  loans  made  to  any 
borrower  under  this  part  and  the  remaining 
balance  of  the  loans: 

"12)  information  concerning  the  date  of 
any  default  on  the  loan  and  the  collection  of 
the  loan,  including  information  concerning 
the  repayment  status  of  any  defaulted  loan 
on  which  the  Secretary  has  made  a  payment 
pursuant  to  section  430ia)  or  the  guaranty 
agency  has  made  a  payment  to  the  previous 
holder  of  the  loan:  and 

"13)  the  date  of  cancellation  of  the  note 
upon  completion  of  repayment  by  the  bor- 
rower of  the  loan  or  payment  by  the  Secre- 
tary pursuant  to  section  437. 

"lb)  Additional  Information.— Such  agree- 
ments may  also  provide  for  the  disclosure  by 
such  organizations  to  the  Secretary  or  a 
guaranty  agency,  whichever  insures  or  guar- 
antees a  loan,  upon  receipt  of  a  notice  under 
subsection  Ia)l2)  that  such  a  loan  is  in  de- 
fault, of  information  concerning  the  borrow- 
er's location  or  other  information  which 
may  assist  the  Secretary,  the  guaranty 
agency,  the  eligible  lender,  or  the  subsequent 
holder  in  collecting  the  loan. 

"ic)  Contents  of  Agreements.— Agree- 
ments entered  into  pursuant  to  this  section 
shall  contain  such  provisions  as  may  be  nec- 
essary to  ensure  that— 

"ID  no  information  is  disclosed  by  the 
Secretary  or  the  guaranty  agency,  eligible 
lender,  or  subsequent  holder  unless  its  accu- 
racy and  completeness  have  been  verified 
and  the  Secretary  or  the  guaranty  agency 
has  determined  that  disclosure  would  ac- 
complish the  purpose  of  this  section: 

"12)  as  to  any  information  so  disclosed, 
such  organizations  will  be  promptly  notified 
of,  and  will  promptly  record,  any  change 
submitted  by  the  Secretary,  the  guaranty 
agency,  eligible  lender,  or  subsequent  holder 
with  respect  to  such  information,  or  any  ob- 
jections by  the  borrower  with  respect  to  any 
such  informxition.  as  required  by  section  611 
of  the  Fair  Credit  Reporting  Act  115  U.S.C. 
16SW; 

"(3)  no  use  will  be  made  of  any  such  infor- 
mation which  VDOuld  result  in  the  use  of  col- 


lection practices  with  respect  to  such  a  bor- 
rower that  are  not  fair  and  reasonable  or 
that  involve  harassment,  iiitimidation,  false 
or  misleading  representations,  or  unneces- 
sary communication  concerning  the  exist- 
ence of  such  loan  or  concerning  any  such  in- 
formation; and 

"14)  with  regard  to  notices  of  default 
under  subsection  Ia)l2)  of  this  section, 
except  for  disclosures  made  to  obtain  the 
borrower's  location,  the  Secretary,  or  the 
guaranty  agency,  eligible  lender,  or  subse- 
quent holder  whichever  is  applicable  (A) 
shall  not  disclose  any  such  information 
until  the  borrower  has  been  notified  that 
such  information  will  be  disclosed  to  credit 
bureau  organizations  unless  the  borrower 
enters  into  repayment  of  his  or  her  loan,  but 
IB)  shall,  if  the  borrower  has  not  entered 
into  repayment  within  a  reasonable  period 
of  time,  but  not  less  than  30  days,  from  the 
date  such  notice  has  t>een  sent  to  the  borrow- 
er, disclose  the  information  required  by  this 
subsection. 

"Id)  Contractor  Status  of  Participants.— 
A  guaranty  agency,  eligible  lender,  or  subse- 
quent holder  or  credit  bureau  organization 
which  discloses  or  receives  information 
under  this  section  shall  not  be  considered  a 
Government  contractor  within  the  meaning 
of  section  S52a  of  title  5,  United  States  Code. 

"le)  Disclosure  to  Institutions.— The  Sec- 
retary and  each  guaranty  agency,  eligible 
lender,  and  subsequent  holder  of  a  loan  are 
authorized  to  disclose  information  described 
in  subsections  la)  and  lb)  concerning  stu- 
dent borrowers  to  the  eligible  institutions 
such  borrowers  attend  or  previously  attend- 
ed. 

"If)  Duration  of  Authority.— Notwith- 
standing paragraphs  14)  and  16)  of  subsec- 
tion la)  of  section  60S  of  the  Fair  Credit  Re- 
porting Act  lis  U.S.C.  1681c  Ia)l4),  Ia)l6)l,  a 
consumer  reporting  agency  may  make  a 
report  containing  information  received 
from  the  Secretary  or  a  guaranty  agency,  eli- 
gible lender,  or  subsequent  holder  regarding 
the  status  of  a  borrower's  defaulted  account 
on  a  loan  guaranteed  under  this  part  until— 

"ID  7  years  from  the  date  on  which  the 
Secretary  or  the  agency  paid  a  claim  to  the 
holder  on  the  guaranty,  or 

"12)  with  regard  to  an  account  oil  a  loan 
on  which  the  Secretary  or  the  guaranty 
agency  has  paid  a  claim  but  not  reported 
the  account  to  a  consumer  reporting  agency 
on  or  before  October  1.  1985,  7  years  .from 
that  date. 

"insurance  fund 

"Sec.  431.  la)  Establishment.— There  is 
hereby  established  a  student  loan  insurance 
fund  Ihereinafter  in  this  section  called  the 
fund')  which  shall  be  available  without 
fiscal  year  limitation  to  the  Secretary  for 
making  payments  in  connection  with  the  de- 
fault of  loans  insured  by  the  Secretary  under 
this  part,  or  in  connection  with  payments 
under  a  guaranty  agreement  under  section 
4281c).  All  amounts  received  by  the  Secretary 
as  premium  charges  for  insurance  and  as  re- 
ceipts, earnings,  or  proceeds  derived  from 
any  claim  or  other  assets  acquired  by  the 
Secretary  in  connection  with  operations 
under  this  part,  any  excess  advances  under 
section  422lc)l4)IC>.  and  any  other  moneys, 
property,  or  assets  derived  by  the  Secretary 
from  operations  in  connection  with  this  sec- 
tion, shall  be  deposited  in  the  fund.  All  pay- 
ments in  connection  unth  the  default  of 
loans  insured  by  the  Secretary  under  this 
part,  or  in  connection  with  such  guaranty 
agreements  shall  be  paid  from  the  fund. 
Moneys  in  the  fund  not  needed  for  current 
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operations  under  this  section  may  be  invest- 
ed in  bonds  or  other  obligations  guaranteed 
as  to  principal  and  interest  by  the  United 
States. 

"(b)  Borrowing  Authority.— If  at  any 
time  the  moneys  in  the  fund  are  insufficient 
to  make  payments  in  connection  with  the 
default  of  any  loan  insured  by  the  Secretary 
under  this  part,  or  in  connection  with  any 
guaranty  agreement  made  under  section 
428(c),  the  Secretary  is  authorized,  to  the 
extent  provided  in  advance  by  appropria- 
tions Acts,  to  issue  to  the  Secretary  of  the 
Treasury  notes  or  other  obligations  in  such 
forms  and  denominations,  bearing  such  ma- 
turities, and  subject  to  such  terms  and  con- 
ditions as  may  be  prescribed  by  the  Secre- 
tary with  the  approval  of  the  Secretary  of 
the  Treasury.  Such  notes  or  other  obliga- 
tions shall  bear  interest  at  a  rate  determined 
by  the  Secretary  of  the  Treasury,  taking  into 
consideration  the  current  average  market 
yield  on  outstanding  marketable  obligations 
of  the  United  States  of  comparable  maturi- 
ties during  the  month  preceding  the  issu- 
ance of  the  notes  or  other  obligations.  The 
Secretary  of  the  Treasury  is  authorized  and 
directed  to  purchase  any  notes  and  other  ob- 
ligations issued  hereunder  and  for  that  pur- 
pose is  authorized  to  use  as  a  public  debt 
transaction  the  proceeds  from  the  sale  of 
any  securities  issued  under  the  Second  Lib- 
erty Bond  Act,  as  amended,  and  the  pur- 
poses for  which  securities  may  be  issued 
under  that  Act,  as  amended,  are  extended  to 
include  any  purchase  of  such  notes  and  obli- 
gations. The  Secretary  of  the  Treasury  may 
at  any  time  sell  any  of  the  notes  or  other  ob- 
ligations acquired  under  this  subsection.  All 
redemptions,  purchases,  and  sales  by  the 
Secretary  of  the  Treasury  of  such  notes  or 
other  obligations  shall  be  treated  as  public 
debt  transactions  of  the  United  States.  Sums 
borrowed  under  the  subsection  shall  be  de- 
posited in  the  fund  and  redemption  of  such 
notes  and  obligations  shall  be  made  by  the 
Secretary  from  such  fund. 

"LEGAL  powers  AND  RESPONS/BILITIES 

"Sec.  432.  (a)  General  Powers.— In  the 
performance  of,  and  with  respect  to,  the 
functions,  powers,  and  duties,  i^ested  in  him 
by  this  part,  the  Secretary  may— 

"(1)  prescribe  such  regulations  as  may  be 
necessary  to  carry  out  the  purposes  of  this 
part; 

"(2)  sue  and  be  sued  in  any  court  of  record 
of  a  State  having  general  jurisdiction  or  in 
any  district  court  of  the  United  States,  and 
such  district  courts  shall  have  jurisdiction 
of  civil  actions  arising  under  this  part  with- 
out regard  to  the  amount  in  controversy, 
and  action  instituted  under  this  subsection 
by  or  against  the  Secretary  shall  survive 
notwithstanding  any  change  in  the  person 
occupying  the  office  of  Secretary  or  any  va- 
cancy in  that  office;  but  no  attachment  in- 
junction, gamishTtient,  or  other  similar 
process,  inesne  or  final,  shall  be  issued 
against  the  Secretary  or  property  under  the 
Secretary's  control  and  nothing  herein  shall 
be  construed  to  except  litigation  arising  out 
of  activities  under  this  part  from  the  appli- 
cation of  sections  509,  517,  547,  and  2679  of 
title  28  of  the  United  States  Code; 

"(3)  include  in  any  contract  for  Federal 
loan  insurance  such  terms,  conditions,  and 
covenants  relating  to  repayment  of  princi- 
pal and  payment  of  interest,  relating  to  the 
Secretary's  obligations  and  rights  to  those  of 
eligible  lenders,  and  borrotoers  in  case  of  de- 
fault, and  relating  to  such  other  matters  as 
the  Secretary  determines  to  be  necessary  to 
assure  that  the  purposes  of  this  part  will  be 
achieved;  and  any  term,  condition,  and  cov- 
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enant  made  pursuant  to  this  paragraph  or 
pursuant  to  any  other  provision  of  this  part 
may  be  modified  by  the  Secretary,  after 
notice  and  opportunity  for  a  hearing  on  the 
record,  if  the  Secretary  finds  that  the  modifi- 
cation is  necessary  to  protect  the  United 
States  from  the  risk  of  unreasonable  loss; 

"14)  subject  to  the  specific  limitations  in 
this  part  consent  to  modification,  with  re- 
spect to  rate  of  interest,  time  of  payment  of 
any  installment  of  principal  and  interest  or 
any  portion  thereof,  or  any  other  provision 
of  any  note  or  other  instrument  evidencing 
a  loan  which  has  been  insured  by  the  Secre- 
tary under  this  part; 

"(5)  enforce,  pay,  or  compromise,  any 
claim  on.  or  arising  because  of,  any  such  in- 
surance or  any  guaranty  agreement  under 
section  428(c);  and 

"(6)  enforce,  pay,  compromise,  waive,  or 
release  any  right,  title,  claim,  lien,  or 
demand,  however  acquired,  including  any 
equity  or  any  right  of  redemption. 

"(b)  Financial  Operations  Responsibil- 
ities.—The  Secretary  shall,  with  respect  to 
the  financial  operations  arising  by  reason  of 
this  part— 

"(II  prepare  annually  and  submit  a 
budget  program  as  provided  for  wholly 
owned  Government  corporations  by  chapter 
91  of  title  31,  United  States  Code;  and 

"(2)  maintain  with  respect  to  insurance 
under  this  part  an  integral  set  of  accounts 
and  prepare  financial  statements  in  accord- 
ance with  generally  accepted  accounting 
principles,  which  shall  be  audited  annually 
by  the  General  Accounting  Office  in  con- 
formity with  generally  accepted  government 
auditing  standards  except  that  the  transac- 
tions of  the  Secretary,  including  the  settle- 
ment of  insurance  claims  and  of  claims  for 
payments  pursuant  to  section  428.  and 
transactions  related  thereto  and  vouchers 
approved  by  the  Secretary  in  connection 
with  such  transactions,  shall  be  final  and 
conclusive  upon  all  accounting  and  other 
officers  of  the  Government 
"(c)  Data  Collection.— 
"(1)  Collection  by  category  of  loan.— (A) 
For  loans  insured  after  December  31,  1976. 
or  in  the  case  of  each  insurer  after  such  ear- 
lier date  where  the  data  required  by  this  sub- 
section are  available,  the  Secretary  and  all 
other  insurers  under  this  part  shall  collect 
and  accumulate  all  data  relating  to  <i)  loan 
volume  insured  and  (ii)  defaults  reimbursed 
or  default  rates  according  to  the  categories 
of  loans  listed  in  subparagraph  (Bl  of  this 
paragraph. 

"(B)  The  data  indicated  in  subparagraph 
(A)  of  this  paragraph  shall  be  accumulated 
according  to  the  category  of  lender  making 
the  loan  and  shall  be  accumulated  separate- 
ly for  lenders  who  are  (i)  eligible  institu- 
tions, (ii)  State  or  private,  nonprofit  direct 
lenders,  (Hi)  commercial  financial  institu- 
tions who  are  banks,  savings  and  loan  asso- 
ciations, or  credit  unions,  and  (iv)  all  other 
types  of  institutions  or  agencies. 

"(C)  The  Secretary  may  designate  such  ad- 
ditional subcategories  within  the  categories 
specified  in  subparagraph  (B)  of  this  para- 
graph as  the  Secretary  deems  appropriate. 

"(D)  The  category  or  designation  of  a  loan 
shall  not  be  changed  for  any  reason,  includ- 
ing its  purchase  or  acquisition  by  a  lender 
of  another  category. 

"(2)  Collection  and  reporting  require- 
ments.—(A)  The  Secretary  shall  collect  data 
under  this  subsection  from  all  insurers 
under  this  part  and  shall  publish  not  less 
often  than  once  every  fiscal  year  a  report 
showing  loan  volume  guaranteed  and  de- 
fault data  for  each  category  specified  in  sub- 


paragraph (B)  of  paragraph  (1)  of  thU  sub- 
section and  for  the  total  of  all  lenders. 

"(B)  The  reports  specified  in  subpara- 
graph (A)  of  this  paragraph  shall  include  a 
separate  report  for  each  insurer  under  this 
part  including  the  Secretary,  and  where  an 
insurer  insures  loans  for  lenders  in  more 
than  one  State,  such  insurer's  report  shall 
list  all  data  separately  for  each  State. 

"(3)  Institutional,  public,  or  nonprofit 
LENDERS.— For  purposes  of  clarity  in  commu- 
nications, the  Secretary  shall  separately 
identify  loans  made  by  the  lenders  referred 
to  in  clause  (i)  and  loans  made  by  the  lend- 
ers referred  to  in  clause  (ii)  of  paragraph 
(IXB)  of  this  subsection. 

"(d)  Delegation.— 

"(1)  Regional  offices.— The  functions  of 
the  Secretary  under  this  part  listed  in  para- 
graph (21  of  this  subsection  may  be  delegat- 
ed to  employees  in  the  regional  office  of  the 
Department 

"(2)  Delegable  functions.— The  functions 
which  may  be  delegated  pursuant  to  this 
subsection  are— 

"(A)  reviewing  applications  for  loan  in- 
surance under  section  429  and  issuing  con- 
tracts for  Federal  loan  insurance,  certifi- 
cates of  insurance,  and  certificates  of  com- 
prehensive insurance  coverage  to  eligible 
lenders  which  are  financial  or  credit  institu- 
tions subject  to  examination  and  supervi- 
sion by  an  agency  of  the  United  States  or  of 
any  Slate; 

"(B)  receiving  claims  for  payments  under 
section  430(a).  examining  those  claims,  and 
pursuant  to  regulations  of  the  Secretary,  ap- 
proving claims  for  payment  or  requiring 
lenders  to  lake  additional  collection  action 
as  a  condition  for  payment  of  claims;  and 

"(C)  certifying  to  the  central  office  when 
collection  of  defaulted  loans  has  been  com- 
pleted, compromising  or  agreeing  to  the 
modification  of  any  Federal  claim  against  a 
borrower  (pursuant  to  regulations  of  the 
Secretary  issued  under  section  432(a)),  and 
recommending  litigation  with  respect  to  any 
such  claim. 

"(e)  Use  of  Information  on  Borrowers.— 
Notwithstanding  any  other  provision  of 
law.  the  Secretary  may  provide  to  eligible 
lenders,  and  to  any  guaranty  agency  having 
a  guaranty  agreement  under  section 
428(c)(1).  any  information  with  respect  to 
the  names  and  addresses  of  borrouxrs  or 
other  relevant  information  which  is  avail- 
able to  the  Secretary,  from  whatever  source 
such  injormation  may  be  derived. 

"(f)  Audit  of  Financial  Transactions.  — 

"(1)  Comptroller  General  and  Inspector 
General  authority.— The  Comptroller  Gen- 
eral and  the  Inspector  General  of  the  De- 
partment of  Education  shall  each  have  the 
authority  to  conduct  an  audit  of  the  finan- 
cial transactions  of— 

"(A)  any  guaranty  agency  operating  under 
an  agreement  with  the  Secretary  pursuant 
to  section  428(b); 

"(B)  any  eligible  lender  as  defined  in  sec- 
tion 435(d)(1)  (D),  (F),  or  (H); 

"(C)  a  representative  sample  of  eligible 
lenders  under  this  part  upon  the  request  of 
the  Committee  on  Education  and  Labor  of 
the  House  of  Representatives  or  the  Commit- 
tee on  Labor  and  Human  Resources  of  the 
Senate,  with  respect  to  the  payment  of  the 
special  allowance  under  section  438  in  order 
to  evaluate  the  program  authorized  by  this 
part;  and 

"(D)  any  Authority  required  to  file  a  plan 
for  doing  business  under  section  438(d). 

"(2)  Access  to  records.— For  the  purpose 
of  carrying  out  this  subsection,  the  records 
of  any  entity  described  in  subparagraph  (A), 
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iBi.  iCl.  or  iDi  of  paragraph  <li  shall  be 
ai-ailablr  to  Ihc  Comptroller  General  and 
the  Inspector  General  of  the  Department  of 
Education.  For  the  purpose  o/  section  716>c) 
oj  title  31.  United  States  Code,  such  records 
shall  be  considered  to  be  records  to  which 
the  Comptroller  General  has  access  by  law. 
and  /or  the  purpose  of  section  6laK4)  of  the 
Inspector  General  Act  of  1978.  such  records 
shall  be  considered  to  be  records  necessary 
in  the  performance  of  functions  assigned  by 
that  Act  to  the  Inspector  General. 
■  'I3>  Dehnition  of  records.  -For  the  pur- 
pose of  this  subsection,  the  term  record'  in- 
cludes any  information,  document,  report, 
answer,  account,  paper,  or  other  data  or 
documentary  evidence. 
"(g)  Civil  Penalties.— 

•11)     Ain-HORITY     TO     IMPOSE     PENALTIES.— 

Upon  determination,  after  reasonable  notice 
and  opportunity  for  a  hearing  on  the  record, 
that  a  lender  or  a  guaranty  agency— 

•lAI  has  violated  or  failed  to  carry  out  any 
provision  of  this  part  or  any  regulation  pre- 
scribed under  this  part,  or 

■■iB>  has  engaged  m  substantial  misrepre- 
sentation of  the  nature  of  its  financial 
charges. 

the  Secretary  may  impose  a  civil  penalty 
upon  such  lender  or  agency  of  not  to  exceed 
S25.000  for  each  violation,  failure,  or  mis- 
representation. 

■121  Limitations.— No  civil  penalty  may  be 
imposed  under  paragraph  '1)  of  this  subsec- 
tion unless  it  is  determined  that  the  viola- 
tion, failure,  or  substantial  misrepresenta- 
tion referred  to  in  that  paragraph  resulted 
from- 

"(Aid)  a  clear  and  consistent  pattern  or 
practice  of  violations,  failures,  or  substan- 
tial misrepresentations  m  which  the  lender 
or  guaranty  agency  did  not  maintain  proce- 
dures reasonably  adapted  to  avoid  the  viola- 
lion,  failure,  or  substantial  representation; 

"<ii)  gross  negligence:  or 

"liiiJ  willful  actions  on  the  part  of  the 
lender  or  guaranty  agency:  and 

'(B)  the  violation,  failure,  or  substantial 
representation  is  material. 

"(3)  Correction  of  failure.— A  lender  or 
guaranty  agency  has  no  liability  under 
paragraph  (1)  of  this  subsection  if.  prior  to 
the  institution  of  an  action  under  that  para- 
graph, the  lender  or  guaranty  agency  cures 
or  corrects  the  violation  or  failure  or  noti- 
fies the  person  who  received  the  substantial 
misrepresentation  of  the  actual  nature  of 
the  financial  charges  involved. 

"(4/  Consideration  as  single  violation.— 
For  the  purpose  of  paragraph  (I)  of  this  sub- 
section, violations,  failures,  or  substantial 
misrepresentations  arising  from  a  specific 
practice  of  a  lender  or  guaranty  agency 
shall  be  deemed  to  be  a  single  violation,  fail- 
ure, or  substantial  misrepresentation  even  if 
the  violation,  failure,  or  substantial  misrep- 
resentation affects  more  than  one  loan  or 
more  than  one  borrower,  or  both,  and  the 
Secretary  may  only  impose  a  single  civil 
penalty  for  each  such  violation,  failure,  or 
substantial  misrepresentation. 

"(51  Assignees  not  liable  for  violations 
BY  others.— If  a  loan  affected  by  a  violation, 
failure,  or  substantial  misrepresentation  is 
assigned  to  another  holder,  the  lender  or 
guaranty  agency  responsible  for  the  viola- 
tion, failure,  or  substantial  misrepresenta- 
tion shall  remain  liable  for  any  civil  money 
penalty  provided  for  under  paragraph  d)  of 
this  subsection,  but  the  assignee  shall  not  be 
liable  for  any  such  civil  money  penalty. 

"(6)  Compromise.— Until  a  matter  is  re- 
ferred to  the  Attorney  General,  any  civil 
penalty  under  paragraph  d)  of  this  subsec- 


tion may  be  compromised  by  the  Secretary. 
In  determining  the  amount  of  such  penalty, 
or  the  amount  agreed  upon  in  compromise, 
the  Secretary  shall  consider  the  appropriate- 
ness of  the  penalty  to  the  resources  of  the 
lender  or  guaranty  agency  subject  to  the  de- 
termination: the  gravity  of  the  violation, 
failure,  or  substantial  misrepresentation: 
the  frequency  and  persistence  of  the  viola- 
tion, failure,  or  substantial  misrepresenta- 
tion: and  the  amount  of  any  losses  resulting 
from  the  violation,  failure,  or  substantial 
misrepresentation.  The  amount  of  such  pen- 
alty, when  finally  determined,  or  the 
amount  agreed  upon  in  compromise,  may  be 
deducted  from  any  sums  owing  by  the 
United  States  to  the  lender  or  agency 
charged,  unless  the  lender  or  agency  has.  in 
the  case  of  a  final  agency  determination, 
commenced  proceedings  for  judicial  review 
within  90  days  of  the  determination,  in 
which  case  the  deduction  may  not  be  made 
during  the  pendency  of  the  proceeding. 

"(h)  Authority  of  the  Secretary  To 
Impose  and  Enforce  Limitations.  Suspen- 
.sioNS,  AND  Terminations.— 

"ID  Imposition  of  sanctions.  — (A)  If  the 
Secretary,  after  a  reasonable  notice  and  op- 
portunity for  hearing  to  an  eligible  lender, 
finds  that  the  eligible  lender— 
"(i)  has  substantially  failed— 
"(I)  to  exercise  reasonable  care  and  dili- 
gence in  the  making  and  collecting  of  loans 
under  the  provisions  of  this  part. 

"(II)  to  make  the  reports  or  statements 
under  section  428(ai<4l.  or 

"(III)  to  pay  the  required  loan  insurance 
premiums  to  any  guaranty  agency,  or 
"(ii)  has  engaged  in  — 
"lit  fraudulent  or  misleading  advertising 
or  in  solicitations  that  have  resulted  in  the 
making  of  loans  insured  or  guaranteed 
under  this  part  to  borrowers  who  are  ineligi- 
ble: or 

"(II)  the  practice  of  making  loans  that 
violate  the  certification  for  eligibility  pro- 
vided in  section  428, 

the  Secretary  shall  limit,  suspend,  or  termi- 
nate that  lender  from  participation  in  the 
insurance  programs  operated  by  guaranty 
agencies  under  this  part. 

"(B)  The  Secretary  shall  not  lift  any  such 
limitation,  suspension,  or  termination  until 
the  Secretary  is  satisfied  that  the  lender's 
failure  under  subparagraph  (A)(i)  of  this 
paragraph  or  practice  under  subparagraph 
(A)(iit  of  this  paragraph  has  ceased  and 
finds  that  there  are  reasonable  assurances 
that  the  lender  will— 

""(i)  exercise  the  necessary  care  and  dili- 
gence, 

"(ii)  comply  with  the  requirements  de- 
scribed in  subparagraph  (A)(i),  or 

'"(Hi)  cease  to  engage  in  the  practices  de- 
scribed in  subparagraph  (Atdil. 
as  the  case  may  be. 

""(2)  Review  of  .V/I/vct/ons  on  lenders.— (A) 
The  Secretary  shall,  in  accordance  with  sec- 
tions 556  and  557  of  title  5,  United  States 
Code,  review  each  limitation,  suspension,  or 
termination  imposed  by  any  guaranty 
agency  pursuant  to  section  428(b)(l)(U) 
within  60  days  after  receipt  by  the  Secretary 
of  a  notice  from  the  guaranty  agency  of  the 
imposition  of  such  limitation,  suspension, 
or  termination,  unless  the  right  to  such 
review  is  waived  in  writing  by  the  lender. 
The  Secretary  shall  disqualify  such  lender 
from  participation  in  the  student  loan  in- 
surance program  of  each  of  the  guaranty 
agencies  under  this  part,  and  notify  such 
guaranty  agencies  of  such  disqualification  — 
""(il  if  such  review  is  waived:  or 
"(ii)  if  such  review  is  not  waived,  unless 
the  Secretary  determines  that  the  limitation. 


suspension,  or  termination  was  not  imposed 
in  accordance  with  requirements  of  such 
section. 

"(B)  The  Secretary  shall  not  lift  any  such 
disqualification  until  the  Secretary  is  satis- 
fied that  the  lender  has  corrected  the  failures 
which  led  to  the  limitation,  suspension,  or 
termination,  and  finds  that  there  are  rea- 
sonable assurances  that  the  lender  will,  in 
the  future,  comply  with  the  requirements  of 
this  part.  The  Secretary  shall  notify  each 
guaranty  agency  of  the  lifting  of  any  such 
disqualification. 

"(3)  Review  of  sanctions  on  eligible  insti- 
TirnoNs.  —  (A)  The  Secretary  shall,  in  accord- 
ance with  sections  556  and  557  of  title  5. 
United  States  Code,  review  each  limitation, 
suspension,  or  termination  imposed  by  any 
guaranty  agency  pursuant  to  section 
428(b)(l)(T)  within  60  days  after  receipt  by 
the  Secretary  of  a  notice  from  the  guaranty 
agency  of  the  imposition  of  such  limitation, 
suspension,  or  termination,  unless  the  right 
to  such  review  is  waived  in  writing  by  the 
institution.  The  Secretary  shall  disqualify 
such  institution  from  participation  in  the 
student  loan  insurance  program  of  each  of 
the  guaranty  agencies  under  this  part,  and 
notify  such  guaranty  agencies  of  such  dis- 
qualification— 

"(I)  if  such  review  is  waived;  or 

""(ii)  if  such  review  is  not  waived,  unless 
the  Secretary  determines  that  the  limitation, 
suspension,  or  termination  was  not  imposed 
in  accordance  with  requirements  of  such 
section. 

"(B)  The  Secretary  shall  not  lift  any  such 
disqualification  until  the  Secretary  is  satis- 
fied that  the  institution  has  corrected  the 
failures  which  led  to  the  limitation,  suspen- 
sion, or  termination,  and  finds  that  there 
are  reasonable  assurances  that  the  institu- 
tion will,  in  the  future,  comply  with  the  re- 
quirements of  this  part.  The  Secretary  shall 
notify  each  guaranty  agency  of  the  lifting  of 
any  such  disqualification. 

"•(i)  Authority  To  Sell  Defaulted 
Loans.— In  the  event  that  all  other  collection 
efforts  have  failed,  the  Secretary  is  author- 
ized to  sell  defaulted  student  loans  assigned 
to  the  United  States  under  this  part  to  col- 
lection agencies,  eligible  lenders,  guaranty 
agencies,  or  other  qualified  purchaser  on 
such  terms  as  the  Secretary  determines  are 
in  the  best  financial  interests  of  the  United 
States.  A  loan  may  not  be  sold  pursuant  to 
this  subsection  if  such  loan  is  in  repayment 
status. 

"STUDENT  loan  information  BY  ELIGIBLE 

LENDERS 

""Sec.  433.  (a)  Required  Disclosure 
Before  Disbursement.— Each  eligible  lender 
shall,  at  or  prior  to  the  time  such  lender  dis- 
burses a  loan  which  is  insured  or  guaran- 
teed under  this  part,  provide  thorough  and 
accurate  loan  information  on  such  loan  to 
the  borrower.  Any  disclosure  required  by  this 
subsection  may  be  made  by  an  eligible 
lender  as  part  of  the  written  application 
material  provided  to  the  borrower,  or  as 
part  of  the  promissory  note  evidencing  the 
loan,  or  on  a  separate  written  form  provided 
to  the  borrower.  The  disclosure  shall  in- 
clude— 

""(1)  the  name  of  the  eligible  lender,  and 
the  address  to  which  communications  and 
payments  should  be  sent; 

"(2)  the  principal  amount  of  the  loan; 

""(3)  the  amount  of  any  charges,  such  as 
the  origination  fee  and  insurance  premium, 
collected  by  the  lender  at  or  prior  to  the  dis- 
bursal  of  the  loan  and  whether  such  charges 
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are  deducted  from  the  proceeds  of  the  loan 
or  paid  separately  by  the  borrower; 
"(4)  the  stated  interest  rate  on  the  loan; 
"(5)  the  yearly  and  cumulative  maximum 
amounts  that  may  be  borrowed; 

"(6)  an  explanation  of  when  repayment  of 
the  loan  will  be  required  and  when  the  bor- 
rower will  be  obligated  to  pay  interest  that 
accrues  07i  the  loan; 

"(7)  a  statement  as  to  the  minimum  and 
maximum  repayment  term  which  the  lender 
may  impose,  and  the  minimum  annual  pay- 
ment required  by  law; 

"(8)  a  statement  of  the  total  cuinulative 
balance,  including  the  loan  applied  for. 
owed  by  the  student  to  that  lender,  the  pro- 
jected level  of  indebtedness  of  the  student 
based  on  a  4-ycar  college  career,  and  an  esti- 
mate of  the  projected  monthly  repayment 
given  the  leirl  of  indebtedness  over  a  four- 
or  5-year  college  career; 

"(9)  an  explanation  of  any  special  options 
the  borrower  may  hai^e  for  loan  consolida- 
tion or  other  refinancing  of  the  loan; 

"'101  a  statement  that  the  borrower  has 
the  right  to  prepay  all  or  part  of  the  loan,  at 
any  time,  without  penalty,  a  statement  sum- 
marizing circumstances  in  which  repay- 
ment of  the  loan  or  interest  that  accrues  on 
the  loan  may  be  deferred,  and  a  brief  notice 
of  the  program  for  repayment  of  loans,  on 
the  basis  of  military  service,  pursuant  to 
section  902  of  the  Department  of  Defense  Au- 
thorisation  Act.  1981  (10  V.S.C.  2141.  note); 

"111)  a  definition  of  default  and  the  conse- 
quences to  the  borrower  if  the  borrower  de- 
faults, including  a  statement  that  the  de- 
fault will  be  reported  to  a  credit  bureau  or 
credit  reporting  agency; 

"(12)  to  the  extent  practicable,  the  effect  of 
accepting  the  loan  on  the  eligibility  of  the 
borrower  for  other  forms  of  student  assist- 
ance; and 

"(13)  an  explanation  of  any  cost  the  bor- 
rower may  incur  in  the  making  or  collection 
of  the  loan. 

"(b)  Required  Disclosure  Before  Repay- 
ment.—Each  eligible  lender  shall,  at  or  prior 
to  the  start  of  the  repayment  period  of  the 
student  borrower  on  loans  made,  insured,  or 
guaranteed  under  this  part,  disclose  to  the 
borrower  the  information  required  under 
this  subsection.  Any  disclosure  required  by 
this  subsection  may  be  made  by  an  eligible 
lender  either  in  a  promissory  note  evidenc- 
ing the  loan  or  loans  or  in  a  written  state- 
ment provided  to  the  borrower  The  disclo- 
sure shall  include— 

"(1)  the  name  of  the  eligible  lender,  and 
the  address  to  which  communications  and 
payments  should  be  sent: 

"(2)  the  scheduled  date  upon  which  the  re- 
payment period  is  to  begin; 

"(31  the  estimated  balance  owed  by  the 
borrower  on  the  loan  or  loans  covered  by  the 
disclosure  as  of  the  scheduled  date  on  which 
the  repayment  period  is  to  begin  (including, 
if  applicable,  the  estimated  amount  of  inter- 
est to  be  capitalised); 

"(4)  the  stated  interest  rate  on  the  loan  or 
loans,  or  the  combined  interest  rate  of  loans 
with  different  stated  interest  rates; 

"(51  the  nature  of  any  fees  which  may 
accrue  or  be  charged  to  the  borrower  during 
the  repayment  period; 

"(6)  the  repayment  schedule  for  all  loans 
covered  by  the  disclosure  including  the  date 
the  first  installment  is  due,  and  the  number, 
amount,  and  frequency  of  required  pay- 
ments: 

"(71  an  explanation  of  any  speeial  options 
the  borrower  may  have  for  loan  consolida- 
tion or  other  refinancing  of  the  loan  and  of 
the  availability  and  terms  of  such  other  op- 
tions; 


"I8J  the  projected  total  of  interest  charges 
which  the  borrower  will  pay  on  the  loan  or 
loans,  assuming  that  the  borrower  makes 
payments  exactly  in  accordance  with  the  re- 
payment schedule;  and 

"(9)  a  statement  that  the  borrower  has  the 
right  to  prepay  all  or  part  of  the  loan  or 
loans  covered  by  the  disclosure  at  any  time 
without  penalty. 

"(c)  Cost  or  Disclosure  and  Conse- 
quences OF  NoNDiscLosuRE.-Such  informa- 
tion shall  be  available  without  cost  to  the 
borrower.  The  failure  of  an  eligible  lender  to 
provide  information  as  required  by  this  sec- 
tion shall  not  (1)  relieve  a  borrower  of  the 
obligation  to  repay  a  loan  in  accordance 
with  its  terms.  (2)  provide  a  basis  for  a 
claim  for  civil  damages,  or  (3)  be  deemed  to 
abrogate  the  obligation  of  the  Secretary 
under  a  contract  of  insurance  or  reinsur- 
ance, or  the  obligation  of  a  guaranty  agency 
under  a  contract  of  guaranty.  Nothing  in 
this  section  shall  be  construed  as  subjecting 
the  lender  to  the  Truth  in  Lending  Act  with 
regard  to  loans  made  under  this  part.  The 
Secretary  may  limit,  suspend,  or  terminate 
the  continued  participation  of  an  eligible 
lender  in  making  loans  under  this  part  for 
failure  by  that  lender  to  comply  with  this 
section. 

"(d)  Separate  Statement.— Each  eligible 
lender  shall,  at  the  time  such  lender  makes 
the  first  disbursement  of  a  loan  with  respect 
to  a  borrower  which  is  insured  or  guaran- 
teed under  this  part,  provide  the  borrower 
with  a  separate  paper  which  summarizes  (in 
plain  English)  the  rights  and  responsibil- 
ities of  the  borrower  with  respect  to  the  loan, 
including  a  statement  of  the  consequences  of 
defaulting  on  the  loan  and  a  statement  that 
each  borrower  who  defaults  will  be  reported 
to  a  credit  bureau.  The  requirement  of  this 
subsection  shall  be  in  addition  to  the  infor- 
mation required  by  subsection  (a)  of  this 
section. 
"participation  by  federal  credit  unions  in 

federal.  state.  and  private  student  loan 

insurance  programs 

"Sec.  434.  Notwithstanding  any  other  pro- 
vision of  law.  Federal  credit  unions  shall, 
pursuant  to  regulations  of  the  National 
Credit  Union  Administration,  have  power  to 
make  insured  loans  to  student  members  in 
accordance  with  the  provisions  of  this  part 
relating  to  federally  insured  loans,  or  in  ac- 
cordance with  the  provisions  of  any  State  or 
nonprofit  private  student  loan  insurance 
program  which  meets  the  requirements  of 
section  428(a)(1)(B). 

.     "DEFINITIONS  FOR  STUDENT  LOAN  INSURANCE 
PROGRAM 

"Sec.  435.  As  used  in  this  part: 

"(a)  Eligible  Institution.— 

"(1)  In  general.  — The  term  eligible  insti- 
tution' means— 

"(A)  an  institution  of  higher  education: 

"(B)  a  vocational  school;  or 

"(C)  with  respect  to  students  who  are  na- 
tionals of  the  United  States,  an  institution 
outside  the  United  States  which  is  compara- 
ble to  an  institution  of  higher  education  or 
to  a  vocational  school  and  which  has  been 
approved  by  the  Secretary  for  the  purpose  of 
this  part. 

except  that  such  term  does  not  include  any 
such  institution  or  school  which  employs  or 
uses  commissioned  salesmen  to  promote  the 
availability  of  any  loan  program  described 
in  section  428(a)(1),  428A,  or  428B  at  that 
institution  or  school. 

"(2)  Foreign  medical  schools.— For  the 
purpose  of  qualifying  an  institution  under 
paragraph  (IXC)  of  this  subsection,  the  Sec- 
retary shall  establish  criteria  by  regulation. 
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In  the  case  of  a  graduate  medical  school  out- 
side the  United  States,  such  criteria  shall  in- 
clude a  requirement  that  a,  student  attend- 
ing a  medical  school  is  ineligible  for  loans 
made,  insured,  or  guaranteed  under  this 
part  unless  at  least  60  percent  of  the  stu- 
dents enrolled  in  such  school  are  nationals 
of  the  country  in  which  the  school  is  located. 
A  school  that  is  unable  to  meet  that  criteria 
may  establish  the  eligibility  of  its  students 
for  such  loans  if  the  United  States  nationals 
attending  such  school  achieve  a  pass  rate  on 
the  examinations  administered  by  the  Edu- 
cational Commission  for  Foreign  Medical 
Graduates  that  is— 

"(A)  not  less  than  45  percent  for  students 
taking  such  examination  in  the  first  and 
second  years  after  the  date  of  enactment  of 
the  Higher  Education  Amendments  of  1986- 
and 

"(B)  not  less  than  50  percent  for  students 
taking  such  examination  in  any  subsequent 
year. 

"(b)  Institution  of  Higher  Education.— 
The  term  institution  of  higher  education' 
means  an  educational  institution  in  any 
State  which— 

"(1)  admits  as  regular  students  only  per- 
sons having  a  certificate  of  graduation  from 
a  school  providing  secondary  education,  or 
the  recognized  equivalent  of  such  certificate, 
or  who  are  beyond  the  age  of  compulsory 
school  attendance; 

"(2)  is  legally  authorized  within  such 
State  to  provide  a  program  of  education 
beyond  secondary  education: 

'(3)  provides  an  educational  program  for 
which  it  awards  a  bachelor's  degree  or  pro- 
vides not  less  than  a  2-year  program  which 
IS  acceptable  for  full  credit  toward  such  a 
degree; 

"(4)  IS  a  public  or  other  nonprofit  institu- 
tion: and 

"(5)  is  accredited  by  a  nationally  recog- 
nized accrediting  agency  or  association  ap- 
proved by  the  Secretary  for  this  purpose  or, 
if  not  so  accredited— 

"(A)  is  an  institution  with  respect  to 
which  the  Secretary  has  determined  that 
there  is  satisfactory  assurance,  considering 
the  resources  available  to  the  institution, 
the  period  of  time,  if  any,  during  which  it 
has  operated,  the  effort  it  is  making  to  meet 
accreditation  standards,  and  the  purpose  for 
which  this  determination  is  being  made, 
that  the  institution  will  meet  the  accredita- 
tion standards  of  such  an  agency  or  associa- 
tion within  a  reasonable  time:  or 

"(B)  is  an  institution  whose  credits  are  ac- 
cepted on  trans.fer  by  7iot  less  than  three  in- 
stitutions which  are  so  accredited,  for  credit 
on  the  same  basis  as  if  transferred  from  an 
institution  so  accredited. 

Such  term  includes  any  school  which  pro- 
vides not  less  than  1-year  program  of  train- 
ing to  prepare  students  for  gainful  employ- 
ment m  a  recognized  occupation  and  which 
meets  the  provisions  of  paragraphs  (1).  (2), 
(4).  and  (5).  If  the  Secretary  determines  that 
a  particular  category  of  such  schools  does 
not  meet  the  requirements  of  paragraph  (5) 
because  there  is  no  nationally  recognized  ac- 
crediting agency  or  association  qualified  to 
accredit  schools  in  such  category,  the  Secre- 
tary shall,  pending  the  establishment  of  such 
an  accrediting  agency  or  association,  ap- 
point an  advisory  committee,  composed  of 
persons  specially  qualified  to  evaluate  train- 
ing provided  by  schools  in  such  category, 
which  shall  (i)  prescribe  the  standards  of 
content,  scope,  and  quality  which  must  be 
met  in  order  to  qualify  schools  in  such  cate- 
gory to  participate  in  the  program  pursuant 


25252 


CONGRESSIONAL  RECORD— HOUSE 


September  22,  1986 


to  this  part,  and  Hi)  determine  whether  par- 
ticular schools  not  meeting  the  requirements 
of  paragraph  IS)  meet  those  standards.  For 
the  purpose  of  this  subsection,  the  Secretary 
shall  publish  a  list  of  nationally  recognised 
accrediting  agencies  or  associations  which 
the  Secretary  determines  to  t>e  reliable  au- 
thorities as  to  the  quality  of  training  of- 
fered. 

"(c)  Vocational  School.— The  term  voca- 
tional school'  means  a  business  or  trade 
schooL  or  technical  institution  or  other 
technical  or  vocational  school,  in  any  State, 
which— 

-tl)  admits  as  regular  students  only  per- 
sons who  have  completed  or  left  elementary 
or  secondary  school  and  who  have  the  abili- 
ty to  benefit  las  determined  by  the  institu- 
tion under  section  481  Id))  from  the  training 
offered  by  such  institution; 

"12)  is  legally  authorized  to  provide,  and 
provides  within  that  State,  a  program  of 
postsecondary  vocational  or  technical  edu- 
cation designed  to  fit  individuals  for  useful 
employment  in  recognised  occupations: 

"13)  has  been  in  existence  for  2  years  or 
has  (>een  specially  accredited  by  the  Secre- 
tary as  an  institution  meeting  the  other  re- 
quirements of  this  subsection:  and 

"14)  is  accredited— 

"(A)  by  a  nationally  recognized  accredit- 
ing agency  or  association  listed  by  the  Secre- 
tary pursuant  to  this  paragraph: 

"IB)  if  the  Secretary  determines  that  there 
is  no  nationally  recognized  accrediting 
agency  or  association  qualified  to  accredit 
schools  of  a  particular  category,  by  a  State 
agency  listed  by  the  Secretary  pursuant  to 
this  paragraph:  and 

"IC)  if  the  Secretary  determines  there  is  no 
nationally  recognized  or  State  agency  or  as- 
sociation qualified  to  accredit  schools  of  a 
particular  category,  by  an  advisory  commit- 
tee appointed  by  the  Secretary  and  com- 
posed of  persons  specially  qualified  to  evalu- 
ate training  provided  by  schools  of  that  cat- 
egory, which  committee  shall  prescribe  the 
standards  of  content,  scope,  and  quality 
which  must  be  met  by  those  schools  in  order 
for  loans  to  students  attending  them  to  be 
insurable  under  this  part  and  shall  also  de- 
termine whether  particular  schools  meet 
those  standards. 

For  the  purpose  of  this  subsection,  the  Secre- 
tary shall  publish  a  list  of  nationally  recog- 
nized accrediting  agencies  or  associations 
and  State  agencies  which  the  Secretary  de- 
termines to  be  reliable  authority  as  to  the 
quality  of  education  or  training  afforded. 

"Id)  EuaiBLE  Lender.— 

"ID  In  GENERAL.— Except  as  provided  in 
paragraphs  I2)  through  IS),  the  term  eligible 
lender'  means— 

"lA)  a  National  or  State  chartered  bank,  a 
mutual  savings  bank,  a  savings  and  loan  as- 
sociation, a  stock  savings  bank,  a  trust  com- 
pany, or  a  credit  union  which— 

"li)  is  subject  to  examination  and  supervi- 
sion by  an  agency  of  the  United  States  or  of 
the  State  in  which  its  principal  place  of  op- 
eration is  established,  and 

"Hi)  does  not  have  as  its  primary  con- 
sumer credit  function  the  making  or  holding 
of  loans  made  to  students  under  this  part 
unless  III  it  is  a  bank  which  is  wholly  owned 
by  a  State.  HI)  it  is  a  single  wholly  owned 
subsidiary  of  a  bank  holding  company 
which  does  not  have  as  its  primary  con- 
sumer credit  function  the  making  or  holding 
of  loans  made  to  students  under  this  part,  or 
HID  it  is  a  trust  company  which  makes  stu- 
dent loans  as  a  trustee  pursuant  to  an  ex- 
press trust  and  which  operated  as  a  lender 
under  this  part  prior  to  January  1.  1981: 


"IB)  a  pension  fund  as  defined  in  the  Em- 
ployee Retirement  Income  Security  Act; 

"IC)  an  insurance  company  which  is  sub- 
ject to  examination  and  supervision  by  an 
agency  of  the  United  States  or  a  State: 

"ID)  in  any  State,  a  single  agency  of  the 
State  or  a  single  nonprofit  private  agency 
designated  by  the  State; 

"IE)  an  eligible  institution  which  meets 
the  requirements  of  paragraphs  12)  through 
IS)  of  this  subsection: 

"IF)  for  purposes  only  of  purchasing  and 
holding  loans  made  by  other  lenders  under 
this  part,  the  Student  Loan  Marketing  Asso- 
ciation or  an  agency  of  any  State  function- 
ing as  a  secondary  market; 

"IG)  for  purposes  of  making  loans  under 
sections  428Ald),  428Bld),  428C,  and  439lq), 
the  Student  Loan  Marketing  Association; 

"IH)  for  purposes  of  making  loans  under 
sections  428lh)  and  428ij).  a  guaranty 
agency:  and 

"ID  a  Rural  Rehabilitation  Corporation, 
or  its  successor  agency,  which  has  received 
Federal  funds  under  Public  Law  499,  Eighty- 
first  Congress  164  StaL  98  I19S0)). 

"121  Additional  requirements  of  eligible 
iNSTiTimoNS.  —  To  be  an  eligible  lender  under 
this  part,  an  eligible  institution— 

"I A)  shall  employ  at  least  one  person 
whose  full-time  responsibilities  are  limited 
to  the  administration  of  programs  of  finan- 
cial aid  for  students  attending  such  institu- 
tion; and 

"IB)  shall  not  be  a  home  study  school. 

"13)  Disqualification  for  high  default 
rates.— The  term  'eligible  lender'  does  not 
include  any  eligible  institution  in  any  fiscal 
year  immediately  after  the  fiscal  year  in 
which  the  Secretary  determines,  after  notice 
and  opportunity  for  a  hearing,  that  for  each 
of  2  consecutive  years,  IS  percent  or  more  of 
the  total  amount  of  such  loans  as  are  de- 
scribed in  section  428la)ll)  made  by  the  in- 
stitution with  respect  to  students  at  that  in- 
stitution and  repayable  in  each  such  year, 
are  in  default,  as  defined  in  section  43Slo). 

"14)  Waiver  of  disqualification— When- 
ever the  Secretary  determines  that— 

"lA)  there  is  reasonable  possibility  that  an 
eligible  institution  may,  within  1  year  after 
a  determination  is  made  under  paragraph 
13),  improve  the  collection  of  loans  described 
in  section  428ia)ll),  so  that  the  application 
of  paragraph  13)  would  be  a  hardship  to  that 
institution,  or 

"IB)  the  termination  of  the  lender's  status 
under  paragraph  I3)  would  be  a  hardship  to 
the  present  or  for  prospective  students  of  the 
eligible  institution,  after  considering  the 
management  of  that  institution,  the  ability 
of  that  institution  to  improve  the  collection 
of  loans,  the  opportunities  that  institution 
offers  to  economically  disadvantaged  stu- 
dents, and  other  related  factors, 
the  Secretary  shall  waive  the  provisions  of 
paragraph  13)  with  respect  to  that  institu- 
tion. Any  determination  required  under  this 
paragraph  shall  be  made  by  the  Secretary 
prior  to  the  termination  of  an  eligible  insti- 
tution as  a  lender  under  the  exception  of 
paragraph  13).  Whenever  the  Secretary 
grants  a  waiver  pursuant  to  this  paragraph, 
the  Secretary  shall  provide  technical  assist- 
ance to  the  institution  concerned  in  order  to 
improve  the  collection  rate  of  such  loans. 

"IS)  Disqualification  for  use  of  certain 
INCENTIVES.— The  term  'eligible  lender'  does 
not  include  any  lender  that  the  Secretary  de- 
termines, after  notice  and  opportunity  for  a 
hearing,  has  after  the  date  of  enactment  of 
this  paragraph— 

"lA)  offered,  directly  or  indirectly,  points, 
premiums,  payments,  or  other  inducements. 


to  any  educational  institution  or  individual 
in  order  to  secure  applicants  for  loans  under 
this  part; 

"IB)  conducted  unsolicited  mailings  to 
students  of  student  loan  application  forms, 
except  to  students  who  have  previously  re- 
ceived loans  under  this  part  from  such 
lender: 

"IC)  offered,  directly  or  indirectly,  loans 
under  this  part  as  an  inducement  to  a  pro- 
spective borrower  to  purchase  a  policy  of  in- 
surance or  other  product;  or 

"ID)  engaged  in  fraudulent  or  misleading 
advertising. 

"le)  Line  of  Credit.— The  term  line  of 
credit'  means  an  arrangement  or  agreement 
between  the  lender  and  the  borrower  where- 
by a  loan  is  paid  out  by  the  lender  to  the 
borrower  in  annual  installments,  or  whereby 
the  lender  agrees  to  make,  in  addition  to  the 
initial  loan,  additional  loans  in  subsequent 
years. 

"If)  Due  Diligence.— The  term  'due  dili- 
gence' requires  the  utilization  by  a  lender,  in 
the  servicing  and  collection  of  loans  insured 
under  this  part,  of  collection  practices  at 
least  as  extensive  and  forceful  as  those  gen- 
erally practiced  by  financial  institutions  for 
the  collection  of  consumer  loans. 

"ig)  Temporarily  Totally  Disabled-.- 

"ID  In  general.— The  term  'temporarily 
totally  disabled '  when  used  with  respect  to  a 
borrower  means  a  borrower  who,  by  reason 
of  injury  or  illness,  cannot  lie  expected  to  be 
able  to  attend  an  eligible  institution  or  to  be 
gainfully  employed  during  a  reasonable 
period  of  recovery  from  such  injury  or  ill- 
ness not  to  exceed  3  years. 

"12)  Disabled  dependent  of  a  borrower.— 
Such  term  when  used  icith  respect  to  the  dis- 
abled dependent  of  a  single  parent  borrower 
means  a  dependent  who,  by  reason  of  injury 
or  illness,  cannot  be  expected  to  be  able  to 
attend  school  or  to  be  gainfully  employed 
during  a  period  of  injury  or  illness  of  not 
less  than  3  months  and  who  during  such 
period  requires  continuous  nursing  or  simi- 
lar services. 

"13)  Determinations.— The  determination 
that  a  borrower,  or  dependent  of  the  borrow- 
er is  temporarily  totally  disabled  must  be  es- 
tablished by  a  sworn  affidavit  of  a  qualified 
physician. 

"ih)  Definition  of  Parental  Leave.— The 
term  'parental  leave'  means  a  period— 

"ID  during  which  the  borrower  is  preg- 
nant, caring  for  his  or  her  newborn  child,  or 
caring  for  his  or  her  child  immediately  fol- 
lowing the  placement  of  the  child  through 
adoption; 

"12)  during  which  such  borrower  is  not  in 
attendance  at  an  eligible  institution  or 
gainfully  employed;  and 

"13)  which  follows,  by  6  months  or  less,  a 
period  during  which  the  borrower  was  en- 
rolled in  at  least  a  half-time  course  of  study 
at  an  eligible  institutiorL 

"li)  Holder.— The  term  'holder'  means  an 
eligible  lender  in  possession  of  a  loan. 

"Ij)  Guaranty  Agency.— The  term  'guaran- 
ty agency'  means  any  State  or  nonprofit  pri- 
vate institution  or  organization  with  which 
the  Secretary  has  an  agreement  under  sec- 
tion 4281b). 

"Ik)  Insurance  Beneficiary.— The  term  'in- 
surance beneficiary'  means  the  insured  or 
its  authorized  representative  assigned  in  ac- 
cordance with  section  429ld). 

"ID  Default.— The  term  'default'  includes 
only  such  defaults  as  have  existed  for  ID  180 
days  in  the  case  of  a  loan  which  is  repayable 
in  monthly  installments,  or  12)  240  days  in 
the  case  of  a  loan  which  is  repayable  in  less 
frequent  installments. 
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"UISTRUT  OF  COLUMBIA  STUDENT  LOAN 
INSURANCE  fROCRAM 

"Sec.  436.  faJ  Authority. —The  govern- 
ment of  the  District  of  Columbia  is  author- 
ised ID  to  establish  a  student  loan  insur- 
ance program  which  meets  the  requirements 
of  this  part  for  a  State  loan  insurance  pro- 
gram in  order  to  enter  into  agreements  with 
the  Secretary  for  the  purposes  of  this  title. 
(21  to  enter  into  such  agreements  with  the 
Secretary.  (31  to  use  amounts  appropriated 
for  the  purposes  of  this  section  to  establish  a 
fund  for  such  purposes  and  for  expenses  in 
connection  therewith,  and  (4)  to  accept  and 
use  donations  for  the  purposes  of  this  sec- 
tion. 

"(bl  Binding  Effect  on  Minors.— Notwith- 
standing the  provisions  of  any  applicable 
law.  if  the  borrower,  on  any  loan  insured 
under  the  program  established  pursuant  to 
this  section,  is  a  minor,  any  otherwise  valid 
vote  or  other  written  agreement  executed  by 
him  for  the  purposes  of  such  loan  shall 
create  a  binding  obligation. 

"(cl  Appropriations  Authorized.  — There 
are  authorised  to  be  appropriated  such 
amounts  as  may  be  necessary  for  the  pur- 
poses of  this  section. 

"REPAYMENT  BY  THE  SECRETARY  OF  LOANS  OF 
BANKRUPT,  DECEASED,  OR  DISABLED  BORROWERS 

"Sec  437.  (a)  Repayment  in  Full.— If  a  stu- 
dent borrower  who  has  received  a  loan  de- 
scribed in  subparagraph  (Al  or  (Bt  of  sec- 
lion  428(a)(1)  dies  or  becomes  permanently 
and  totally  disabled  (as  determined  in  ac- 
cordance with  regulations  of  the  Secretary), 
then  the  Secretary  shall  discharge  the  bor- 
rower's liability  on  the  loan  by  repaying  the 
amount  owed  on  the  loan. 

"(b)  Repayment  of  Amount  Discharged.— 
If  a  student  borrower  who  has  received  a 
loan  described  in  subparagraph  (A)  or  (BJ  of 
section  428(a)(1)  is  relieved  of  his  obligation 
to  repay  such  loan,  in  whole  or  in  part, 
through  a  discharge  in  bankruptcy,  the  Sec- 
retary shall  repay  the  amount  of  the  loan  so 
discharged. 

"SPECIAL  allowances 

"Sec.  438.  (a)  Findings.— In  order  to  assure 
(1)  that  the  limitation  on  interest  payments 
or  other  conditions  (or  both)  on  loans  made 
or  insured  under  this  part,  do  not  impede  or 
threaten  to  impede  the  carrying  out  of  the 
purposes  of  this  part  or  do  not  cause  the 
return  to  holders  of  loans  to  be  less  than  eq- 
uitable, (2)  that  incentive  payments  on  such 
loans  are  paid  promptly  to  eligible  lenders, 
and  (3)  that  appropriate  consideration  of 
relative  administrative  costs  and  money 
market  conditions  is  made  in  setting  the 
quarterly  rate  of  such  payments,  the  Con- 
gress finds  it  necessary  to  establish  an  im- 
proved method  for  the  determination  of  the 
quarterly  rate  of  the  special  allowances  on 
such  loans,  and  to  provide  for  a  thorough, 
expeditious,  and  objective  examination  of 
alternative  methods  for  the  determination  of 
the  quarterly  rate  of  such  allowances. 

"(b)  Computation  AND  Payment.- 

"(1)  Quarterly  payment  based  on  unpaid 
balance.— A  special  allowance  shall  be  paid 
for  each  of  the  3-month  periods  ending 
March  31,  June  30,  September  30,  and  De- 
cember 31  of  every  year  and  the  amount  of 
such  allowance  paid  to  any  holder  with  re- 
spect to  any  3-month  period  shall  be  a  per- 
centage of  the  average  unpaid  balance  of 
principal  (not  including  unearned  interest 
added  to  principal)  of  all  eligible  loans  held 
by  such  holder  during  such  period. 

"(2)  Rate  of  special  allowance.— (A)  Sub- 
ject to  subparagraphs  (B),  (C),  and  (D)  and 
paragraph  (4),  the  special  allowance  paid 
pursuant  to  this  subsection  on  loans  shall  be 


computed  fit  by  determining  the  average  of 
the  bond  equivalent  rates  of  91-day  Treasury 
bills  auctioned  for  such  3-month  period.  (HI 
by  subtracting  the  applicable  interest  rate 
on  such  loans  from  such  average,  (Hi)  by 
adding  3.25  percent  to  the  resultant  percent, 
and  (ivi  by  dividing  the  resultant  percent  by 
4. 

"(B)(i)  The  quarterly  rate  of  the  special  al- 
lowance for  holders  of  loans  which  were 
made  or  purchased  with  funds  obtained  by 
the  holder  from  the  issuance  of  obligations, 
the  income  from  which  is  exempt  from  tax- 
ation under  the  Internal  Revenue  Code  of 
1954  shall  be  one-half  the  quarterly  rate  of 
the  special  allowance  established  under  sub- 
paragraph (A),  except  that,  in  determining 
the  rate  for  the  purpose  of  this  division,  sub- 
paragraph (A)(iii)  shall  be  applied  by  substi- 
tuting '3.5  percent'  for  '3.25  percent'.  Such 
rate  shall  also  apply  to  holders  of  loans 
which  were  made  or  purchased  with  funds 
obtained  by  the  holder  from  collections  or 
default  reimbursements  on,  or  interests  or 
other  income  pertaining  to,  eligible  loans 
made  or  purchased  with  funds  described  in 
the  preceding  sentence  of  this  subparagraph 
or  from  inco.ne  on  the  investment  of  such 
funds.  This  subparagraph  shall  not  apply  to 
loans  which  were  made  or  insured  prior  to 
October  1.  1980. 

"(ii)  The  rate  set  under  division  (i)  shall 
not  be  less  than  (I)  2.5  percent  per  year  in 
the  case  of  loans  for  which  the  applicable  in- 
terest rate  is  7  percent  per  year.  (ID  1.5  per- 
cent per  year  in  the  case  of  loans  for  which 
the  applicable  interest  rate  is  8  percent  per 
year,  or  (III)  0.5  percent  in  the  case  of  loans 
for  which  the  applicable  rate  is  9  percent  per 
year. 

"(Hi)  No  special  allowance  may  be  paid 
under  this  subparagraph  unless  the  issuer  of 
such  obligations  complies  with  subsection 
(c)  of  this  section. 

'(C)  In  the  case  of  loans  made  pursuant  to 
section  428A  or  428B  for  which  the  interest 
rate  is'  determined  under  section  427A(c)(4). 
a  special  allowance  shall  not  be  paid  unless 
the  rate  determined  for  any  12-month  period 
under  subparagraph  (B)  of  such  section  ex- 
ceeds 12.5  percent. 

"(D)(i)  In  the  case  of  loans  made  directly 
from  funds  loaned  or  advanced  pursuant  to 
a  qualified  State  obligation,  subparagraph 
(A)(iii)  shall  be  applied  by  substituting  3.5 
percent' for  "3.25  percent'. 

"(ii)  For  the  purpose  of  division  (i)  of  this 
subparagraph,  the  term  'qualified  State  obli- 
gation'means— 

"(I)  an  obligation  of  the  Maine  Education- 
al Loan  Marketing  Corporation  to  the  Stu- 
dent Loan  Marketing  Association  pursuant 
to  an  agreement  entered  into  on  January  31, 
1984;  or 

"(II)  an  obligation  of  the  South  Carolina 
Student  Loaii  Corporation  to  the  South 
Carolina  National  Bank  pursuant  to  an 
agreement  entered  into  on  July  30,  1986. 

"(3)  Contractual  right  of  holders  to  spe- 
cial ALLOWANCE.— The  holder  of  an  eligible 
loan  shall  be  deemed  to  have  a  contractual 
right  against  the  United  States,  during  the 
life  of  such  loan,  to  receive  the  special  allow- 
ance according  to  the  proi^isions  of  this  sec- 
tion. The  special  allowance  determined  for 
any  such  3-month  period  shall  be  paid 
promptly  after  the  close  of  such  period,  and 
without  administrative  delay  after  receipt 
of  an  accurate  and  complete  request  for  pay- 
ment, pursuant  to  procedures  established  by 
regulations  promulgated  under  this  s<'ction. 

"(4)  Penalty  for  late  payment.— (Ai  If 
payments  of  the  special  allowances  payable 
und^r  this  section  or  of  interest  payments 


under  section  428(a)  with  respect  to  a  loan 
have  not  t>een  made  within  30  days  after  the 
Secretary  has  received  an  accurate.  tiTnely, 
and  complete  request  for  payment  thereof, 
th:  special  allowance  payable  to  such  holder 
shall  be  increased  by  an  amount  equal  to  the 
daily  interest  accruing  on  the  special  allow- 
ance and  interest  benefits  payments  due  the 
holder. 

"(B)  Such  daily  interest  shall  be  computed 
at  the  daily  equivalent  rate  of  the  sum  of  the 
special  allowance  rate  computed  pursuant 
to  paragraph  (2)  and  the  interest  rate  appli- 
cable to  the  loan  and  shall  be  paid  for  the 
later  of  (i)  the  31st  day  after  the  receipt  of 
such  request  for  payment  from  the  holder,  or 
(ii)  the  31st  day  after  the  final  day  of  the 
period  or  periods  covered  by  such  request, 
and  shall  be  paid  for  each  succeeding  day 
until,  and  including,  the  dale  on  which  the 
Secretary  authorises  payment. 

"(Cl  For  purposes  of  reporting  to  the  Con- 
gress the  amounts  of  special  allowances  paid 
under  this  section,  amounts  of  special  allow- 
ances paid  pursuant  to  this  paragraph  shall 
be  segregated  and  reported  separately. 

"(5)  Definition  of  eligible  loan.— As  used 
in  this  section,  the  term  'eligible  loan' 
means  a  loan— 

"(AXii  on  which  a  portion  of  the  interest 
is  paid  on  behalf  of  the  student  and  for  the 
student's  account  to  the  holder  of  the  loan 
under  section  428(a): 

"(ii)  which  is  made  under  section  428A. 
428B,  428C,  or  439(oi:  or 

"(Hi)  which  was  made  prior  to  October  1. 
1981:  and 

"(Bt  which  is  insured  under  this  part,  or 
made  under  a  program  covered  by  an  agree- 
ment under  section  428(b)  of  this  Act. 

"161  Regulation  of  time  and  manner  of 
PAYMENT.— The  Secretary  shall  pay  the  holder 
of  an  eligible  loan,  at  such  time  or  times  as 
are  specified  in  regulations,  a  special  allow- 
ance prescribed  pursuant  to  this  subsection 
subject  to  the  condition  that  such  holder 
shall  submit  to  the  Secretary,  at.  such  time 
or  times  and  in  such  a  manner  as  the  Secre- 
tary may  deem  proper,  such  information  as 
may  be  required  by  regulation  for  the  pur- 
pose of  enabling  the  Secretary  to  carry  out 
his  functions  under  this  section  and  to  carry 
out  the  purposes  of  this  section. 

"(c)  Origination  Fees.— 

"(II  Deduction  from  interest  and  special 
allowance  subsidies.— Notwithstanding  sub- 
section (b).  the  total  amount  of  interest  and 
special  allowance  payable  under  section 
428(ai(3)(A)  and  subsection  (b)  of  this  sec- 
tion, respectively,  to  any  holder  shall  be. re- 
duced by  the  Secretary  by  the  amount  which 
the  lender  is  authorised  to  charge  as  an 
origination  fee  in  accordance  with  para- 
graph (2)  of  this  subsection.  If  the  total 
amount  of  interest  and  special  allowance 
payable  under  section  428(a)(3)(Ai  and  sub- 
section (b>  of  this  section,  respectively,  is 
less  than  the  amount  the  lender  was  author- 
ised to  charge  borrowers  for  origination  fees 
in  that  quarter,  the  Secretary  shall  deduct 
the  excess  amount  from  the  subsequent  quar- 
ters' payments  until  the  total  amount  has 
been  deducted. 

""(2)  Amount  of  origination  fees.— With  re- 
spect to  any  loan  (other  than  loans  made 
under  sections  428A.  428B,  428C,  and  439(0)) 
for  which  a  completed  note  or  other  written 
evidence  of  the  loan  was  sent  or  delivered  to 
the  borrower  for  signing  on  or  ajter  10  days 
after  the  date  of  enactment  of  the  Postsec- 
ondary  Student  Assistance  Amendments  of 
1981,  each  eligible  lender  under  this  part  is 
authorised  to  charge  the  borrower  an  origi- 
nation fee  in  an  amount  not  to  exceed  5  per- 
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cent  of  the  principal  amount  of  the  loan,  to 
be  deducted  proportionately  from  each  in- 
stallment payment  of  the  proceeds  of  the 
loan  prior  to  payment  to  the  borrower. 

"131  Relation  to  applicable  interest.— 
Such  origination  fee  shall  not  be  taken  into 
account  for  purposes  of  determining  compli- 
ance with  section  427 A. 

"(4)  Disclosure  required.— The  lender 
shall  disclose 'to  the  borrower  the  amount 
and  method  of  calculating  the  origination 
fee. 

"(5)  Prohibition  on  department  compel- 
ling ORIGINATION  FEE  COLLECTIONS  BY  LEND- 
ERS.—Nothing  in  this  subsection  shall  be 
construed  to  permit  the  Secretary  to  require 
any  lender  that  is  making  loans  that  are  in- 
sured or  guaranteed  under  this  part,  but  for 
which  no  amount  will  be  payable  for  inter- 
est under  section  128(al(3)(A)  or  for  special 
allowances  under  subsection  lb)  of  this  sec- 
tion, to  collect  any  origination  fee  or  to 
submit  the  sums  collected  as  origination  fees 
to  the  United  States.  The  Secretary  shall,  not 
later  than  January  1.  1987.  return  to  anv 
such  lender  any  such  sums  collected  before 
the  enactment  of  this  paragraph,  together 
with  interest  thereon. 

■vdy  Lending  From  Proceeds  of  Ta.x 
Exempt  Obligations.— 

"Ill  Plan  for  doing  business  required.— 
In  order  for  the  holders  of  loans  any  portion 
of  which  were  made  or  purchased  with  funds 
obtained  by  the  holder  from  an  Authority  is- 
suing''obligations,  the  income  from  which  is 
exempt  from  taxation  under  the  Internal 
Revenue  Code  of  1954.  to  be  eligible  to  re- 
ceive a  special  allowance  under  subsection 
(bli2)  of  this  section,  the  Authority  shall 
submit  to  the  Governor  of  the  State,  and  to 
the  guaranty  agency  determined  by  the  Sec- 
retary to  be  the  principal  guaranty  agency 
for  the  State,  a  plan  for  doing  business.  The 
Governor  shall,  after  consultation  with  the 
guaranty  agency,  approve  or  disapprove  the 
plan  within  30  days  of  the  receipt  of  the  pro- 
posed plan  from  the  Authority.  Such  plan 
shall  also  be  transmitted  to  the  Secretary 
within  60  days  after  approval. 

"12/  Contents  of  plan.— Each  such  plan 
shall  contain  provisions  designed  to  assure 
that- 

"<AI  no  eligible  lender  in  the  area  served 
by  the  Authority  will  be  excluded  from  par- 
ticipation in  the  program  of  the  Authority 
and  all  eligible  lenders  may  participate  in 
the  program  on  the  same  terms  and  condi- 
tions if  eligible  lenders  are  going  to  partici- 
pate in  the  program: 

"IB)  no  director  or  staff  member  of  the  Au- 
thority who  receii^es  compensation  from  the 
Authority  may  own  stock  in.  or  receive  com- 
pensation from,  any  agency  that  would  con- 
tract to  service  and  collect  the  loans  of  the 
Authority: 

"ICI  student  loans  will  not  be  purchased 
from  participating  lenders  at  a  premium  or 
discount  amounting  to  more  than  1  percent 
of  the  unpaid  principal  amount  borrowed 
plus  accrued  interest  to  the  date  of  acquisi- 
tion, but  a  reasonable  loan  transfer  fee  may 
be  paid  by  the  purchaser: 

"ID)  the  Authority  will,  within  the  limit  of 
funds  available  and  subject  to  the  applicable 
State  and  Federal  law,  make  loans  to.  or 
purchase  loans  incurred  by,  all  eligible  stu- 
dents who  are  residents  of,  or  who  attend  an 
eligible  institution  within,  the  area  served 
by  the  Authority: 

"IE)  the  Authority  has  a  plan  under  which 
the  Authority  will  pursue  the  development  of 
new  lender  participation  in  a  continuing 
program  of  benefits  to  students  together 
with  assurances  of  existing  lender  commit- 
ments to  the  program:  and 


"IF)  there  will  be  an  annual  audit  of  the 
Authority  by  a  certified  public  accounting 
firm  which  will  include  review  of  compli- 
ance by  the  Authority  with  the  provisions  of 
the  plan. 

"13)  Nondiscrimination.— In  order  for  the 
holders  of  loans  which  were  made  or  pur- 
chased with  funds  obtained  by  the  holder 
from  an  Authority  issuing  obligations,  the 
income  from  which  is  exempt  from  taxation 
under  the  Internal  Revenue  Code  of  1954.  to 
be  eligible  to  receive  a  special  allowance 
under  subsection  Ib)i2)  of  this  section  on 
any  such  loans,  the  Authority  shall  not 
engage  in  any  pattern  or  practice  which  re- 
sults in  a  denial  of  a  borrower's  access  to 
loans  under  this  part  because  of  the  borrow- 
er's race.  sex.  color,  religion,  national 
origin,  age.  handicapped  status,  income,  at- 
tendar'ce  at  a  particular  eligible  institution 
within  the  area  served  by  the  Authox^ty. 
length  of  the  borrower's  educational  pro- 
gram, or  the  borrowers  academic  year  in 
school. 

"ID  Report  BY  the  Secretary.— The  Secre- 
tary sh-ll.  no  later  than  September  30.  1988. 
and  each  succeeding  September  30th.  submit 
a  report  to  tne  Committee  on  Education  and 
Labor  oj  the  House  of  Representatives  and 
the  Committee  on  Labor  and  Human  Re- 
sources of  the  Senate  specifying— 

'lA)  the  amount  of  student  'oan  credit 
provided  through  the  use  of  tax-exempt  obli- 
gations for  the  most  recent  fiscal  year: 

"IB)  an  assessment  of  the  impact  of  the 
availability  of  such  financing  on  the  avail- 
ability of  student  credit  in  the  areas  served 
by  the  authorities  issuing  such  obligations: 

"lO  an  assessment  of  the  need  for  addi- 
tional tax-exempt  financing  for  student 
credit  for  the  next  fiscal  year,  as  evidenced 
by  the  information  submitted  under  para- 
graph I2)IG)  of  this  subsection:  and 

"ID)  any  other  information  determined  by 
the  Secretary  to  be  relevant  to  the  purposes 
of  the  report. 

"le)  Regulations  To  Prevent  Denial  of 
Loans  to  Eligible  Students.— The  Secretary 
shall  adopt  or  amend  appropriate  regula- 
tions pertaining  to  programs  carried  out 
under  this  part  to  prevent,  where  practica- 
ble, any  practices  which,  the  Secretary  finds 
have  denied  loans  to  a  substantial  number 
of  eligible  students. 

"student  loan  marketing  association 

"Sec.  439.  la)  Purpose.— The  Congress 
hereby  declares  that  it  is  the  purpose  of  this 
section  11)  to  establish  a  private  corporation 
which  will  be  'financed  by  private  capital 
and  which  will  sen^e  as  a  secondary  market 
and  warehousing  facility  for  student  loans, 
including  loans  which  are  insured  by  the 
Secretary  under  this  part  or  by  a' guaranty 
agency,  and  which  will  provide  liquidity  for 
student  loan  investments:  12)  in  order  to  fa- 
cilitate secured  transactions  involving  stu- 
dent loans,  to  provide  for  perfection  of  secu- 
rity interests  in  student  loans  either  through 
the  taking  of  possession  or  by  notice  filing: 
and  13)  to  assure  nationwide  the  establish- 
ment of  adequate  loan  insurance  programs 
for  students,  to  provide  for  an  additional 
program  of  loan  insurance  to  be  covered  by 
agreements  with  the  Secretary. 

"lb)  Establishment.— 

"ID  In  general.— There  is  hereby  created  a 
body  corporate  to  be  known  as  the  Student 
Loan  Marketing  Association  thereinafter  re- 
ferred to  as  the  'Association').  The  Associa- 
tion shall  have  succession  until  dissolved.  It 
shall  maintain  its  principal  office  in  the 
District  of  Columbia  and  shall  be  deemed, 
for  purposes  of  venue  and  jurisdiction  in 
civil  actions,  to  he  a  resident  and  citizen 


thereof.  Offices  may  be  established  by  the  As- 
sociation in  such  other  place  or,  places  as  it 
may  deem  necessary  or  appropriate  for  the 
conduct  of  its  business. 

"12)  Exemption  from  State  and  local 
TAXES.— The  Association,  including  its  fran- 
chise, capital,  reserves,  surplus,  mortgages, 
or  other  security  holdings,  and  income  shall 
be  exempt  from  all  taxation  now  or  hereafter 
imposed  by  any  State,  territory,  possession. 
Commonwealth,  or  dependency  of  the 
United  States,  or  by  the  District  of  Colum- 
bia, or  by  any  county,  municipality,  or  local 
taxing  authority,  except  that  any  real  prop- 
erty of  the  Association  shall  be  subject  to 
State,  territorial,  county,  municipal,  or 
local  taxation  to  the  same  extent  according 
to  its  value  as  other  real  property  is  taxed. 

"13)  Appropriations  authorized  for  estab- 
lishment.—There  is  hereby  authprized  to  be 
appropriated  to  the  Secretary  S5, 000.000  for 
making  advances  for  the  purpose  of  helping 
to  establish  the  Association.  Such  advances 
shall  be  repaid  within  such  period  as  the 
Secretary  may  deem  to  be  appropriate  in 
light  of  the  maturity  and  solvency  of  the  As- 
sociation. Such  advances  shall  bear  interest 
at  a  rate  not  fess  than  lA)  a  rate  determined 
by  the  Secretary  of  the  Treasury  taking  into  ■ 
consideration  the  current  average  market 
yield  on  outstanding  marketable  obligations 
of  the  United  States  with  remaining  period 
to  maturity  comparable  to  the  maturity  of 
such  advances,  adjusted  to  the  nearest  one- 
eighth  of'l  percent,  plus  IB)  an  allowance 
adequate  in  the  judgment  of  the  Secretary  to 
cover  administrative  costs  and.  probable 
losses.  Repayments  of  such  advances  shall  be 
deposited  into  miscellaneous  receipts  of  the 
Treasury. 

"lO  Board  Of  Directors.— 

"ID  Board  membership.— The  Association 
shall  have  a  Board  of  Directors  which  shall 
consist  of  twenty-one  persons,  one  of  whom 
shall  be  designated  Chairman,  by  the  Presi- 
dent. 

"12)  Interim  Board.— An  interim  Board  of 
Directors  shall  be  appointed  by  the  Presi- 
dent, one  of  whom  he  shall  designate  an  in- 
terim Chairman.  The  interim  Board  -shall 
consist  of  twenty-one  members,  seven  of 
whom  shall  be  representative  of  banks  or 
other  financial  institutions  which  are  in- 
sured lenders  pursuant  to  this  section,  seven 
of  whom  shall  l)e  representative  of  educa- 
tional institutions,  and  seven  of  whom  shall 
be  representative  of  the  general  public.  The 
interim  Board  shall  arrange  for  an  initial 
offering  of  common,  and  preferred  stocks 
and  take  whatever  other  actions  are  neces- 
sary to  proceed  with  the  operations  of  the 
Association. 

"13)  Regular  Board.— When,  in  the  judg- 
ment of  the  President,  sufficient  common 
stock  of  the  Association  has  been  purchased 
by  educational  institutions  and  banks  or 
other  financial  institutions,  the  holders  of 
common  stock  which  are  educational  insti- 
tutions shall  elect  seven  members,  of  the 
Board  of  Directors  and  the  hplders  of 
common  stock  which  are  banks  or  other  fi- 
nancial institutions  shall  elect  seven  mem- 
bers of  the  Board  of  Directors.  The  President 
shall  appoint  the  remaining  seven  directors, 
who  sh^ll  be  representative  of  the  general 
public. 

"14)  Succession  of  regular  Board.— At  the 
ti'me  the  events  described  in  paragraph  13) 
have  occurred,  the  interim  Board  shall  turn 
over  the  affairs  of  the  Association  to  the  reg- 
ular Board  so  chosen  or  appointed. 

"IS)  Terms  of  appointed  and  elected  mem- 
bers.—TTie  directors  appointed  by  the  Presi- 
dent s/joW  serve  at  the  pleasure  of  the  Presi- 
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dent  and  until  their  successors  have  been 
appointed  and  have  qualified.  The  remain- 
ing directors  shall  each  be  elected  for  a  term 
ending  on  the  date  of  the  next  annual  meet- 
ing of  the  common  stockholders  of  the  Asso- 
ciation, and  shall  serve  until  their  succes- 
sors have  been  elected  and  have  qualified. 
Any  appointive  seat  on  the  Board  which  be- 
comes vacant  shall  be  filled  by  appointment 
of  the  President.  Any  elective  seat  on  the 
Board  which  becomes  vacant  after  the 
annual  election  of  the  directors  shall  be 
filled  by  the  Board,  but  only  for  the  unex- 
pired portion  of  the  term. 

"16)  Meetings  and  functions  of  Board.— 
The  Board  of  Directors  shall  meet  at  the  call 
of  its  Chairman,  but  at  least  semiannually. 
The  Board  shall  determine  the  general  poli- 
cies which  shall  govern  the  operations  of  the 
Association.  The  Chairman  of  the  Board 
shall,  with  the  approval  of  the  Board,  select, 
appoint,  and  compensate  qualified  persons 
to  fill  the  offices  as  may  be  provided  for  in 
the  bylaws,  with  such  executive  functions, 
powers,  and  duties  as  may  be  prescribed  bv 
the  bylaws  or  by  the  Board  of  Directors,  and 
such  persons  shall  be  the  executive  officers 
of  the  Association  and  shall  discharge  all 
such  executive  functions,  powers,  and 
duties. 

"id>  AvTiiORiTV  OF  Association.— 

"(1)  In  general.— The  Association  is  au- 
thorized, subject  to  the  proxnsions  of  this 
section— 

"(A)  pursuant  to  commitments  or  other- 
wise to  make  advances  on  the  security  of, 
purchase,  or  repurchase,  service,  sell  or 
resell,  offer  participations,  or  pooled  inter- 
ests or  otherwise  deal  in,  at  prices  and  on 
terms  and  conditions  determined  by  the  As- 
sociation, student  loans  which  are  insured 
by  the  Secretary  under  this  part  or  by  a 
guaranty  agency; 

"(Bt  to  buy,  sell,  hold,  underwrite,  and 
otherwise  deal  in  obligations,  if  such  obliga- 
tions are  issued,  for  the  purpose  of  making 
or  purchasing  insured  loans,  by  a  guaranty 
agency  or  by  an  eligible  lender  in  a  State  de- 
scribed in  section  43Sid)(l)  ID/  or  IF): 

"ICI  to  buy,  sell,  hold,  insure,  underwrite, 
and  otherwise  deal  in  obligations  issued  for 
the  purpose  of  financing  or  refinancing  the 
construction,  reconstruction,  renovation,  or 
purchase  of  educational  and  training  facili- 
ties and  housing  for  students  and  faculties 
'including  the  underlying  real  property/, 
and  related  equipment,  instrumentation, 
and  furnishings: 

"IDI  to  undertake  a  program  of  loan  in- 
surance pursuant  to  agreements  with  the 
Secretary  under  section  428,  and  except  with 
respect  to  loans  under  subsection  lo)  of  this 
section  or  under  section  428C.  the  Secretary 
may  enter  into  an  agreement  with  the  Asso- 
ciation for  such  purpose  only  if  the  Secre- 
tary determines  that  li/  eligible  borrowers 
are  seeking  and  unable  to  obtain  loans 
under  this  part,  and  Hi)  no  guaranty  agency 
is  capable  of  or  willing  to  provide  a  pro- 
gram of  loan  insurance  for  such  borrowers: 
and 

"IE)  to  undertake  any  other  activity  which 
the  Board  of  Directors  of  the  Association  de- 
termines to  be  in  furtherance  of  the  pro- 
grams of  insured  student  loans  authorized 
under  this  part  or  will  otherwise  support  the 
credit  needs  of  students,  except  that— 

"(i)  in  carrying  out  all  such  activities  the 
purpose  shall  always  be  to  provide  second- 
ary market  and  other  support  for  lending 
programs  offered  by  other  organizations  and 
not  to  replace  or  compete  with  such  other 
programs: 

"(ii)  nothing  in  this  subparagraph  lE) 
shall  be  deemed  to  authorize  the  Association 


to  acquire,  own,  operate,  or  control  any 
bank,  savings  and  loan  association,  savings 
bank  or  credit  union:  and 

"(Hi/  not  later  than  30  days  prior  to  the 
initial  implementation  of  a  program  under- 
taken pursuant  lo  this  subparagraph  IE/, 
the  Association  shall  advise  the  Chairman 
and  the  Ranking  Member  on  the  Committee 
on  Human  Resources  of  the  Senate  and  the 
Ch  lirman  and  the  Ranking  Member  of  the 
Conmittee  on  Education  and  Labor  of  the 
House  of  Representatives  in  writing  of  its 
plans  to  offer  such  program  and  shall  pro- 
vide information  relating  lo  the  general 
terms  and  conditions  of  such  program. 
The  Association  is  further  authorised  to  un- 
dertake any  activity  with  regard  to  student 
loans  which  are  not  insured  or  guaranteed 
as  provided  for  in  this  subsection  as  it  may 
undertake  with  regard  to  insured  or  guaran- 
teed student  loans.  Any  warehousing  ad- 
vance made  on  the  security  of  such  loans 
shall  be  subject  to  the  provisions  of  para- 
graph 13/  of  this  subsection  to  the  same 
extent  as  a  warehousing  advance  made  on 
the  security  of  insured  loans. 

12/  W4REI10U.SINU  ADVANCES.— Any  ware- 
housing advance  made  under  paragraph 
Il/IA/  of  this  subsection  shall  be  made  on 
the  security  of  lA/  insured  loans.  IB/  mar- 
ketable obligations  and  securities  issued, 
guaranteed,  or  insured  by,  the  United  States, 
or  for  which  the  full  faith  and  credit  of  Wie 
United  States  is  pledged  for  the  repayment 
of  principal  and  interest  thereof,  or  IC)  mar- 
ketable obligations  issued,  guaranteed,  or 
insured  by  any  agency,  instrumentality,  or 
corporation  of  the  United  States  for  which 
the  credit  of  such  agency,  instrumentality, 
or  corporation  is  pledged  for  the  repayment 
of  principal  and  interest  thereof,  in  an 
amount  equal  to  the  amount  of  such  ad- 
vance. The  proceeds  of  any  such  advance  se- 
cured by  insured  loans  shall  either  be  invest- 
ed in  additional  insured  loans  or  the  lender 
shall  provide  assurances  to  the  Association 
that  during  the  period  of  the  borrowing  it 
will  maintain  a  level  of  insured  loans  in  its 
portfolio  not  less  than  the  aggregate  out- 
standing balance  of  such  loans  held  at  the 
time  of  the  borrowing.  The  proceeds  from 
any  such  advance  secured  by  collateral  de- 
scribed in  clauses  (B)  and  IC/  shall  be  in- 
vested in  additional  insured  student  loans. 

"13/  Perfection  of  security  interests  in 
STUDENT  LOANS.— Notwithstanding  the  provi- 
sions of  any  Slate  law  to  the  contrary,  in- 
cluding the  Uniform  Commercial  Code  as  in 
effect  in  any  State,  a  security  interest  in  in- 
sured student  loans  created  on  behalf  of  the 
Association  or  any  eligible  lender  as  defined 
in  section  4351a)  may  be  perfected  either 
through  the  taking  of  possession  of  such 
loans  or  by  the  filing  of  notice  of  such  secu- 
rity interest  m  such  loans  in  the  manner 
provided  by  such  State  law  for  perfection  of 
security  interests  in  accounts. 

"14)  Form  of  securities.— Securities  issued 
pursuant  to  the  offering  of  participations  or 
pooled  interests  under  paragraph  U)  of  this 
subsection  may  be  in  the  form  of  debt  obli- 
gations, or  trust  certificates  of  beneficial 
ownership,  or  both.  Student  loans  set  aside 
pursuant  to  the  offering  of  participations  or 
pooled  interests  shall  at  all  times  be  ade- 
quate to  ensure  the  timely  principal  and  in- 
terest payments  on  such  securities. 

"15/  Restrictions  on  facilities  and  hous- 
ing activities.— Not  less  than  75  percent  of 
the  aggregate  dollar  amount  of  obligations 
bought,  sold.  held,  insured,  underwritten, 
and  otherwise  supported  in  accordance  with 
the  authority  contained  in  paragraph  IDIC) 
shall  be  obligations  which  are  listed  by  a  na- 


tionally recognized  statistical  rating  organi- 
zation at  a  rating  below  the  third  highest 
rating  of  such  organization. 

"(e)  Advances  to  Lenders  That  Do  Not 
Discriminate.— The  Association,  pursuant  to 
such  criteria  as  the  Board  of  Directors  may 
prescribe,  shall  make  advances  on  security 
or  purchase  student  loans  pursuant  to  sub- 
section Id)  only  after  the  Association  is  as- 
sured Oiat  the  lender  11/  does  not  discrimi- 
nate by  pattern  or  practice  against  any  par- 
ticular class  or  category  of  students  by  re- 
quiring that,  as  a  condition  to  the  receipt  of 
a  loan,  the  student  or  his  family  maintain  a. 
business  relationship  with  the  lender,  except 
that  this  clause  shall  not  apply  in  the  case  of 
a  loan  made  by  a  credit  union,  savings  and 
loan  association,  mutual  savings  bank,  in- 
stitution of  higher  education,  or  any  other 
lender  with  less  than  $75,000,000  in  deposits, 
and  12/  does  not  discriminate  on  the  basis  of 
race,  sex,  color,  creed,  or  national  origin. 

"If/  Stock  of  the  Association.— 

"11/  Common  .stock  to  insured  lenders 
and  eligible  iNsrmmoNS  only.— The  Asso- 
ciation shall  have  common  stock  having 
such  par  value  as  may  be  fixed  by  its  Board 
of  Directors  from  time  to  time  which  may  be 
issued  only  to  lenders  under  this  part,  per- 
taining to  guaranteed  student  loans,  who 
are  qualified  as  insured  lenders  under  this 
part  or  who  are  eligible  institutions,  as  de- 
fined in  section  435ia/.  other  than  an  insti- 
tution outside  of  the  United  States. 

"12)  Voting  rights.— Each  share  of 
common  stock  shall  be  entitled  to  one  vote 
with  rights  of  cumulative  voting  at  all  elec- 
tions of  Directors.  Voting  shall  be  by  classes 
as  described  in  subsection  (c)i3/. 

"13)  Number  of  shares:  transferability.— 
The  maximum  number  of  shares  of  common 
stock  that  the  Association  may  issue  and 
have  outstanding  at  any  one  time  shall  be 
fixed  by  the  Board  of  Directors  from  time  to 
time.  Any  common  share  issued  shall  t>e 
fully  transferable,  except  that,  as  to  the  Asso- 
ciation, it  shall  be  transferred  only  on  the 
books  of  the  Association. 

"14)  Dividends.— To  the  extent  that  net 
income  is  earned  and  realized,  subject  to 
subsection  Ig/i2/,  dividends  may  tte  declared 
on  common  stock  and  nonvoting  common 
stock  by  the  Board  of  Directors.  Such  divi- 
dends as  may  be  declared  by  the  Board  shall 
be  paid  to  the  holders  of  outstanding  shares 
of  common  stock  and  nonvoting  common 
stock,  except  that  no  such  dividends  shall  be 
payable  with  respect  to  any  share  which  has 
been  called  for  redemption  past  the  effective 
date  of  such  call. 

"15/  Nonvoting  common  stock.— The  Asso- 
ciation is  authorized  to  issue  nonvoting 
common  stock  having  such  par  value  as 
may  be  fixed  by  its  Board  of  Directors  from 
time  to  time.  Any  nonvoting  common  stock 
shall  be  freely  transferable,  except  that,  as  to 
the  Association,  it  shall  be  transferable  only 
on  the  books  of  the  Association. 

"ig)  Preferred  Stock.— 

"11/  Authority  of  Board.— The  Associa- 
tion is  authorized  to  issue  nonvoting  pre- 
ferred stock  having  such  par  value  as  may 
be  fixed  by  its  Board  of  Directors  from  time 
to  time.  Any  preferred  share  issued  shall  be 
freely  transferable,  except  that,  as  to  the  As- 
sociation, it  shall  be  transferred  only  on  the 
books  of  the  Association. 

"12/  Rights  of  preferred  stock.— The 
holders  of  the  preferred  shares  shall  be  enti- 
tled to  such  rate  of  cumulative  dividends 
and  such  shares  shall  be  subject  to  such  re- 
demption or  other  conversion  provisions  as 
may  be  provided  for  at  the  time  of  issuance. 
No  dividends  shall  be  payable  on  any  share 
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of  com  mm  stock  at  ani/  time  when  any  divi- 
dend is  due  on  any  share  oj  preferred  sio-^r. 
and  lias  not  been  paia 

"131  PREtFSF.SCF  0^  TEHMINATION  Of  BUSI- 
NESS.- In  the  rvent  of  any  liQuida'ton.  disso- 
lution or  winding  up  oi  thr  Association's 
businef^.  Hie  holders  m  the  preferred  shares 
shall  be  paid  in  full  at  pnr  i  aluc  thereof, 
plus  all  accrued  dividend-^,  before  the  hold- 
ers of  the  common  shares  receive  any  pay- 
ment. 

"ihl  Debt  OLLi<jArinNs.~ 

"(1)   AP."RoVAL    by    SECRF.T.XRltti    OF    EDIH-A- 

TioN  AND  THE  TftEAW'RY.—Thc  Association  is 
authorised  viti'i  the  approral  of  the  Secre- 
tary of  Education  and  the  Secretary  of  the 
Treasu'v  to  issue  and  hcie  outstandinij  obli- 
gations having  such  maluriiies  and  bearing 
such  rate  or  rates  oj  mler'st  cs  may  be  de- 
termined by  the  Associatio.i.  The  authority 
of  the  Secretary  of  Education  to  approve  the 
issuance  of  such  obligations  is  limited  to  ob- 
ligations issued  by  the  Association  and 
guaranteed  by  the  Secretary  pursuant  to 
paragraph  (2>  of  this  subsection.  Such  obli- 
gations may  be  redeemable  at  the  option  of 
the  Association  before  maturity  in  such 
manner  as  may  be  stipulated  therein.  The 
Secretary  of  the  Treasury  may  t.ot  direct  as 
a  condition  of  his  approval  that  any  such  is- 
suance of  obligations  by  the  Association  be 
made  or  sold  to  the  Federal  Financing  Bank. 
To  the  extent  that  the  average  outstanding 
amount  of  the  obligations  owned  by  the  As- 
sociation pursuant  to  the  authority  con- 
tained in  subsection  idJili  (B)  and  IC)  of 
this  section  and  as  to  which  the  income  is 
exempt  from  taxation  under  the  Internal 
Revenue  Code  of  1954  does  not  exceed  the 
average  stockholders'  equity  of  the  Associa- 
tion, the  interest  on  obligations  issued 
under  this  paragraph  shall  not  be  deemed  to 
be  interest  on  indebtedness  incurred  or  con- 
tinued to  purchase  or  carry  obligations  for 
the  purpose  of  section  265  of  the  Internal 
Revenue  Code  of  1954. 

"(2)  Guarantee  of  debt.  — The  Secretary  is 
authorised,  prior  to  October  1.  1984.  to  guar- 
antee payment  when  due  of  principal  and 
interest  on  obligations  issued  by  the  Asso- 
ciation in  an  aggregate  amount  determined 
by  the  Secretary  in  consultation  with  the 
Secretary  of  the  Treasury.  Nothing  in  this 
section  shall  be  construed  so  as  to  authorise 
the  Secretary  of  Education  or  the  Secretary 
of  the  Treasury  to  limit,  control,  or  con- 
strain programs  of  the  Association  or  sup- 
port of  the  Guaranteed  Student  Loan  Pro- 
gram by  the  Association. 

"(3)  Borrowing  aithority  to  meet  guar- 
antee obligations.— To  enable  the  Secretary 
to  discharge  his  responsibilities  under  guar- 
antees issued  by  him.  he  is  authorised  to 
issue  to  the  Secretary  of  the  Treasury  notes 
or  other  obligations  in  such  forms  and  de- 
nominations, bearing  such  maturities,  and 
subject  to  such  terms  and  conditions,  as 
may  be  prescribed  by  the  Secretary  with  the 
approval  of  the  Secretary  of  the  Treasury. 
Such  notes  or  other  obligations  shall  bear 
interest  at  a  rate  determined  by  the  Secre- 
tary of  the  Treasury,  taking  into  consider- 
ation the  current  average  market  yield  on 
outstanding  marketable  obligations  of  the 
United  States  of  comparable  maturities 
during  the  months  preceding  the  issuance  of 
the  notes  or  other  obligations.  The  Secretary 
of  the  Treasury  is  authorised  and  directed  to 
purchase  any  notes  and  other  obligations 
issued  hereunder  and  for  that  purpose  he  is 
authorised  to  use  as  a  public  debt  transac- 
tion the  proceeds  from  the  sale  of  any  securi- 
ties issued  under  the  Second  Liberty  Bond 
Act,  as  amended,  and  the  purposes  for  which 


scenriti'js  may  be  issued  under  that  Act.  as 
amenc'cd.  are  extended  to  include  any  pur- 
cnas.'  of  .^uch  notes  and  obligations.  The  Sec- 
rr-tary  if  the  Treasury  may  at  any  time  sell 
any  if  the  notes  or  other  obligations  ac- 
qnired  by  him  under  this  subsection.  All  re- 
de-npticns.  purchases,  and  sales  by  the  Sec- 
retary of  the  Treasury  of  such  notes  or  other 
obligations  shall  be  treated  as  public  debt 
transactions  of  the  United  States.  There  is 
authorised  'o  be  appropriated  to  the  Secre- 
tary such  sums  as  may  be  necessary  to  pay 
the  pnncipal  and  interes'  on  the  notes  or 
obligations  issued  by  him  to  the  Secretary  of 
the  Treasury. 

"(4)  Action  on  request  foh  guarantees.— 
Upon  receipt  of  a  request  frmn  the  Associa- 
tion under  this  subsectich  requiiing  approv- 
als by  the  .'Secretary  of  Fduculioh  or  the  Sec- 
retary of  the  Treasury,  the  Secretary  of  Edu- 
cation or  the  Secretary  of  Ihi  Treasury  shall 
act  promptly  either  lo  grant  approval  or  to 
advise  the  Association  of  the  reasons  for 
withholding  approval.  In  uu  case  shall  svch 
an  approval  be  withheld  for  a  period  longer 
than  60  days  unless,  prior  to  the  end  of  such 
period,  the  Secretary  of  Education  and  the 
Secretary  of  the  Treasury  submit  to  the  Con- 
gress a  detailed  explanation  of  reasons  for 
doing  so. 

"(5)  Authority  of  Treasury  to  purchase 
DEBT.  — The  .Secretary  of  the  Treasury  is  au- 
thorised to  purchase  any  obligations  issued 
by  the  Association  pursuant  to  this  subsec- 
tion as  now  or  hereafter  in  force,  and  for 
such  purpose  the  Secretary  of  the  Treasury 
is  authorised  to  use  as  a  public  debt  trans- 
action the  proceeds  of  the  sale  of  any  securi- 
ties hereafter  issued  under  the  Second  Liber- 
ty Bond  Act.  as  now  or  hereafter  in  force, 
and  the  purposes  for  which  securities  may 
be  issued  under  the  Second  Liberty  Bond 
Act.  as  now  or  hereafter  in  force  are  ex- 
tended to  include  such  purchases.  The  Secre- 
tary of  the  Treasury  shall  not  at  any  tivu 
purchase  any  obligations  under  this  subsec- 
tion if  such  purchase  would  increase  the  ag- 
gregate principal  amount  of  his  then  out- 
standing holdings  of  such  obligations  under 
this  subsection  to  an  amount  greater  than 
$1,000,000,000.  Each  purchase  of  obligations 
by  the  Secretary  of  the  Treasury  under  this 
subsection  shall  be  upon  such  terms  and 
conditions  as  to  yield  a  return  at  a  rate  de- 
termined by  the  Secretary  of  the  Treasury, 
taking  into  consideration  the  current  aver- 
age rate  on  outstanding  marketable  obliga- 
tions of  the  United  States  of  comparable  ma- 
turities as  of  the  last  day  of  the  month  pre- 
ceding the  making  of  such  purchase.  The 
Secretary  of  the  Treasury  may.  at  any  time, 
sell,  upon  such  terms  and  conditions  and  at 
such  price  or  prices  as  he  shall  determine, 
any  of  the  obligations  acquired  by  him 
under  this  subsection.  All  redemptions,  pur- 
chases, and  sales  by  the  Secretary  of  the 
Treasury  of  such  obligations  under  this  sub- 
section shall  be  treated  as  public  debt  trans- 
actions of  the  United  States. 

"16/  Sale  of  debt  to  Federal  Financing 
Bank.— Notwithstanding  any  other  provi- 
sion of  law  the  Association  is  authorised  to 
sell  or  issue  obligations  on  the  security  of 
student  loans,  the  payment  of  interest  or 
principal  of  which  has  at  any  time  been 
guaranteed  under  section  428  or  429  of  this 
part,  to  the  Federal  Financing  Bank. 

"(i>  General  Cor.'orate  Powers.— The  As- 
sociation shall  have  power— 

"(1)  to  sue  and  be  sued,  complain  and 
defend,  in  its  corporate  name  and  through 
its  own  counsel; 

"(2>  to  adopt,  alter,  and  use  the  corporate 
seal,  which  shall  be  judicially  noticed: 


"(3)  to  adopt,  amend,  and  repeal  by  its 
Board  of  Directors,  bylaws,  rules,  and  regu- 
lations as  may  be  necessary  for  the  conduct 
of  its  business: 

"<4)  to  conduct  its  business,  carry  on  its 
operations,  and  have  officers  and  exercise 
the  power  granted  by  this  section  in  any 
State  without  regard  to  any  qualification  or 
similar  statut'  m  any  State: 

"(51  to  lease,  purchase,  or  otherwise  ac- 
quire, own.  hotil.  improve,  use,  or  otherwise 
d^al  in  and  with  any  property,  real,  person- 
al, or  mixed,  or  any  interest  therein,  wherev- 
er situated: 

"16)  to  accept  gifts  or  donations  of  serv- 
ices, or  of  property,  real,  personal,  or  mixed, 
tangible  or  intangible,  in  aid  of  any  of  the 
purposes  of  the  Association: 

"(71  to  sell,  convey,  mortgage,  pledge,  lease, 
exchange,  and  otherwise  dispose  of  its  prop- 
erty and  assets: 

"(8)  to  appoint  such  officers,  attorneys, 
employees,  and  agents  as  may  be  required,  to 
determine  their  qualifications,  to  define 
their  duties,  to  fix  their  salaries,  require 
bonds  for  them,  and  fix  the  penalty  thereof: 
and 

"(9)  to  enter  into  contracts,  to  execute  in- 
struments, to  incur  liabilities,  and  to  do  all 
things  as  are  necessary  or  incidental  to  the 
proper  management  of  its  affairs  and  the 
proper  conduct  of  its  business. 

"(j)  Accounting.  Auditing,  and  Report- 
ING.—The  accounts  of  the  Association  shall 
be  audited  annually.  Such  audits  shall  be 
conducted  in  accordance  with  generally  ac- 
cepted auditing  standards  by  independent 
certified  public  accountants  or  by  independ- 
ent licensed  public  accountants,  licensed  on 
or  before  December  31.  1970,  who  are  certi- 
fied or  licensed  by  a  regulatory  authority  of 
a  State  or  other  political  subdivision  of  the 
United  States,  except  that  independent 
public  accountants  licensed  to  practice  by 
such  regulatory  authority  after  December  31, 
1970.  and  persons  who,  although  not  so  cer- 
tified or  licensed,  meet,  in  the  opinion  of  the 
Secretary,  standards  of  education  and  expe- 
rience representative  of  the  highest  stand- 
ards prescribed  by  the  licensing  authorities 
of  the  several  States  which  provide  for  the 
continuing  licensing  of  public  accountants 
and  which  are  prescribed  by  the  Secretary  in 
appropriate  regulations  may  perform  such 
audits  until  December  31.  1975.  A  report  of 
each  such  audit  shall  be  furnished  to  the 
Secretary  of  the  Treasury.  The  audit  shall  be 
conducted  at  the  place  or  places  where  the 
accounts  are  normally  kept.  The  representa- 
tives of  the  Secretary  shall  have  access  to  all 
books,  accounts,  financial  records,  reports, 
files,  and  all  other  papers,  things,  or  proper- 
ty belonging  to  or  in  use  by  the  Association 
and  necessary  to  facilitate  the  audit,  and 
they  shall  be  ajforded  full  facilities  for  veri- 
fying transactions  with  the  balances  or  se- 
curities held  by  depositaries,  fiscal  agents, 
and  custodians. 

"(ki  Report  on  Audits  by  Treasury.— A 
report  of  each  such  audit  for  a  fiscal  year 
shall  be  made  by  the  Secretary  of  the  Treas- 
ury to  the  President  and  to  the  Congress  not 
later  than  6  months  following  the  close  of 
such  fiscal  year.  The  report  shall  set  forth 
the  scope  of  the  audit  and  shall  include  a 
statement  (showing  intercorporate  rela- 
tions/ of  assets  and  liabilities,  capital  and 
surplus  or  deficit:  a  statement  of  surplus  or 
deficit  analysis:  a  statement  of  income  and 
expense:  a  statement  of  sources  and  applica- 
tion of  funds:  and  such  comments  and  infor- 
mation as  may  be  deemed  necessary  to  keep 
the  President  and  the  Congress  informed  of 
the  operations  and  financial  condition  of 
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the  Association,  together  with  such  recom- 
mendations with  respect  thereto  as  the  Sec- 
retary may  deem  advisable,  including  a 
report  of  any  impairment  of  capital  or  lack 
of  sufficient  capital  noted  in  the  audii.  A 
copy  of  each  report  shall  be  furnished  to  the 
Secretary,  and  to  the  Association. 

"(I)  Lawful  Investment  Instruments: 
Effect  of  and  Exemptions  From  Other 
Laws.— All  obligations  issued  by  the  Associa- 
tion including  those  made  under  subsection 
(d)l4l  shall  be  lawful  investments,  and  may 
be  accepted  as  security  for  all  fiduciary, 
trust,  and  public  funds,  the  investment  or 
deposit  of  which  shall  be  under  authority  or 
control  of  the  United  Stales  or  of  any  officer 
or  officers  thereof.  All  stock  and  obligations 
issued  by  the  Association  pursuant  to  this 
section  shall  be  deemed  to  be  exempt  securi- 
ties within  the  meaning  of  laws  adminis- 
tered by  the  Securities  and  Exchange  Com- 
mission, to  the  same  extent  as  securities 
which  are  direct  obligations  of,  or  obliga- 
tions guaranteed  as  to  principal  or  interest 
by.  the  United  States.  The  Association  shall, 
for  the  purposes  of  section  14(bli2l  of  the 
Federal  Reserve  Act.  be  deemed  to  be  an 
agency  of  the  United  States.  The  obligations 
of  the  Association  shall  be  deemed  to  be  obli- 
gations of  the  United  States  for  the  purpose 
of  section  3124  of  title  31.  United  States 
Code.  For  the  purpose  of  the  distribution  of 
its  property  pursuant  to  section  726  of  title 
11.  United  States  Code,  the  Association  shall 
be  deemed  a  person  within  the  meaning  of 
such  title.  The  priority  established  in  favor 
of  the  United  States  by  section  3713  of  title 
31.  United  States  Code,  shall  not  establish  a 
priority  over  the  indebtedness  of  the  Asso- 
ciation issued  or  incurred  on  or  before  Sep- 
tember 30.  1992.  The  Federal  Resene  Banks 
are  authorized  to  act  as  depositaries,  custo- 
dians, or  fiscal  agents,  or  a  combination 
thereof,  for  the  Association  in  the  general 
performance  of  its  powers  under  this  sec- 
tion. 

"(m)  Preparation  of  Obligations.— In 
order  to  furnish  obligations  for  delivery  by 
the  Association,  the  Secretary  of  the  Treas- 
ury is  authorised  to  prepare  such  obliga- 
tions in  such  form  as  the  Board  of  Directors 
may  approve,  such  obligations  when  pre- 
pared to  be  held  in  the  Treasury  subject  to 
delivery  upon  order  by  the  Association.  The 
engraved  plates,  dies,  bed  pieces,  and  so 
forth,  executed  in  connection  therewith  shall 
remain  in  the  custody  of  the  Secretary  of  the 
Treasury.  The  As.sociation  shall  reimburse 
the  Secretary  of  the  Treasury  for  any  ex- 
penditures made  in  the  preparation,  custo- 
dy, and  delivery  of  such  obligations.  The 
Secretary  of  the  Treasury  is  authorized  to 
promulgate  regulations  on  behalf  of  the  As- 
sociation so  that  the  Association  may  utilize 
the  book-entry  system  of  the  Federal  Reserve 
Banks. 

"(n)  Report  on  Operations  and  Activi- 
ties.—The  Association  shall,  as  soon  as  prac- 
ticable after  the  end  of  each  fiscal  year, 
transmit  to  the  President  and  the  Congress  a 
report  of  its  operations  and  activities 
during  each  year. 

"(o)  Loan  Consolidations.— 

"(1)  In  general.— The  Association  or  its 
designated  agent  may.  upon  request  of  a  bor- 
rower, consolidate  loans  received  under  this 
title  in  accordance  with  section  428C. 

"(2)  Use  of  existing  agencies  as  agent.— 
The  Association  in  making  loans  pursuant 
to  this  subsection  in  any  State  served  by  a 
guaranty  agency  or  an  eligible  lender  in  a 
State  described  in  section  435(d)(ll  (Dl  or 
(F)  may  designate  as  its  agent  such  agency 
or  lender  to  perform,  such  functions  as  the 


Association  determines  appropriate.  Any 
agreements  made  pursuant  to  this  subpara- 
graph shall  be  on  such  terms  and  conditions 
as  agreed  upon  by  the  Association  and  such 
agency  or  lender. 

"(p)  Advances  for  Direct  Loans  by  Guar- 
anty Agencies.— 

"Ill  In  general.— The  Association  shall 
make  advances  in  each  fiscal  year  from 
amounts  available  to  it  to  each  guaranty 
agency  and  eligible  lender  described  in  sub- 
section 428(hHll  which  has  an  agreement 
with  the  Association  which  sets  forth  that 
advances  are  necessary  to  enable  such 
agency  or  lender  to  make  student  loans  in 
accordance  with  section  428ih)  and  that 
such  advances  will  be  repaid  to  the  Associa- 
tion in  accorda..ce  with  such  terms  and  con- 
ditions as  may  be  set  forth  in  the  agreement 
and  agreed  to  by  the  Association  and  such 
agency  or  lender.  Advances  made  under  this 
subsection  shall  not  be  subject  to  subsection 
(dl(2i  of  this  section. 

"12)  Limitation.— No  advance  may  be 
made  under  this  subsection  unless  the  guar- 
anty agency  or  lenaer  makes  an  application 
to  the  Association,  which  shall  be  accompa- 
nied by  such  information  as  the  Association 
determines  to  be  reasonably  necessary. 

"iqi  Lender  of  Last  Resort  — 

"ID  Action  at  request  of  Secretary.— iA) 
Whenever  the  Secretary  determines  that  eli- 
gible borrowers  in  a  State  not  sensed  by  a 
guaranty  agency  or  an  eligible  lender  in  a 
State  described  in  section  435idi(ll  ID)  or 
IF)  are  seeking  and  are  unable  to  obtain 
loans  under  this  part,  the  Association  or  its 
designated  agent  may  begin  making  loans 
in  accordance  with  this  subsection  at  the  re- 
quest of  the  Secretary.  The  Association  shall 
give  preference  to  such  States  in  making 
loans  under  this  subsection. 

"IB)  Loans  made  pursuant  to  this  subsec- 
tion shall  be  insurable  by  the  Secretary 
under  section  429  with  a  certificate  of  com- 
prehensive insurance  coverage  provided  for 
under  section  429ibHl). 

"12)  Issuance  and  coverage  of  loans.— iAI 
Whenever  the  Secretary,  after  consultation 
with,  and  with  the  agreement  of.  representa- 
tives of  the  guaranty  agency  in  a  State,  or 
an  eligible  lender  in  a  State  described  in  sec- 
tion 435id)il)iD).  determines  that  a  sub- 
stantial portion  of  eligible  borrowers  in 
such  State  or  within  an  area  of  such  State 
are  seeking  and  are  unable  to  obtain  loans 
under  this  part,  the  Association  or  its  desig- 
nated agent  may  begin  making  loans  in  ac- 
cordance with  this  subsection  at  the  request 
of  the  Secretary. 

"IB)  Loans  made  pursuant  to  this  subsec- 
tion shall  be  insurable  by  the  agency  identi- 
fied in  subparagraph  lA)  having  an  agree- 
ment pursuant  to  section  428ib).  For  loans 
insured  by  such  agency,  the  agency  shall 
provide  the  Association  with  a  certificate  of 
comprehensive  insurance  coverage,  if  the  As- 
sociation and  th?  agency  have  mutually 
agreed  upon  a  means  to  determine  that  the 
agency  has  not  already  guaranteed  a  loan 
under  this  part  to  a  student  which  would 
cause  a  subseqvent  loan  made  by  the  Asso- 
ciation to  be  in  violation  of  any  provision 
under  this  part. 

"13)  Termination  of  lending.— The  Asso- 
ciation or  its  designated  agent  shall  cease 
making  loans  under  this  part  in  ar.y  State 
at  such  time  as  it  is  determined  by  the  Secre- 
tary, with  regard  to  loans  made  under  para- 
graph 11).  or  by  any  party  to  the  agreement 
required  by  paragraph  12).  that— 

"lA)  the  conditions  which  caused  the  im- 
plementation of  this  subsection  have  ceased 
to  exist;  or 


"IB)  the  implementation  of  this  subsection 
has  either  li)  further  reduced  the  availabil- 
ity of  loans  from  other  sources  in  the  appli- 
cable geographical  area,  or  Hi)  inhibited  the 
formation  in  a  State  of  an  agency  which 
would  have  an  agreement  pursuant  to  sec- 
tion 4281b)  of  this  part  which  would  have 
the  responsibility  of  developing  local  sources 
of  funds  for  student  loans.  ". 

lb)  Effective  Dates. -^The  changes  made 
in  part  B  of  title  IV  of  the  Act  by  the  amend- 
ment made  by  subsection  la)  of  this  section 
shall  take  effect  on  the  date  of  enactment  of 
this  Act.  except— 

11)  as  otherwise  provided  in  such  part  B; 

12)  the  changes  in  sections  427ia)i2)iC> 
and  428ib)il)lM)  of  the  Act  shall  apply  only 
to  loans  made  to  cover  the  costs  of  instruc- 
tion for  periods  of  enrollment  beginning  on 
or  after  July  1.  1987.  to  individuals  who  are 
new  borrowers  on  that  date; 

13)  the  changes  made  in  sections  425ia), 
428ib)il)iA).  and  428ib)ll)iB)  of  the  Act 
shall  apply  with  respect  only  to  loans  made 
to  cover  the  costs  of  instruction  for  periods 
of  enrollment  beginning  on  or  after  January 
1,  1987; 

14)  the  changes  made  in  subsections  la), 
lb),  and  id)  of  section  433  of  the  Act  shall 
apply  with  respect  only  to  loans  made  to 
coiner  the  coSts  of  instruction  for  periods  of 
enrollment  beginning  on  or  after  January  1, 
1987; 

15)  the  changes  in  section  428ibiil)iH) 
shall  apply  with  respect  only  to  loans  for 
which  the  borrower  files  an  application  on 
or  after  July  1,  1987; 

16)  the  changes  in  sections  435id)i5i  and 
438id)  of  the  Act  shall  take  effect  30  days 
after  the  date  of  enactment  of  this  Act'  and 

(7)  the  changes  made  in  section  438ib) 
shall  lake  effect  with  respect  to  loans  made 
to  cover  the  costs  of  instruction  for  periods 
of  enrollment  beginning  on  or  after  30  days 
after  the  date  of  enactment  of  this  Act. 

ic)  Changes  Effective  Without  Regard  to 
Regulations;  Repubucation  of  Regula- 
tions.—The  changes  made  in  part  B  of  title 
IV  of  the  Act  by  the  amendment  made  by 
subsection  la)  of  this  section  shall  be  effec- 
tive in  accordance  with  subsection  ib)  of 
this  section  without  regard  to  whether  such 
changes  are  reflected  in  the  regulations  pre- 
scribed by  the  Secretary  of  Education  for  the 
purpose  of  such  part. 

Id)  New  Borrowers.— For  the  purpose  of 
this  section,  the  term  "new  borrower" 
means,  with  respect  to  any  date,  an  individ- 
ual who  on  that  date  has  no  outstanding 
balance  of  principal  or  interest  owing  on 
any  loan  made,  insured,  or  guaranteed 
under  part  B  of  title  IV  of  the  Act. 

.SA.Y.  10.1.  HOtth:    l  II)  KKAI  THIIKiy.El) 

la)  Amendment.— Part  C  of  title  IV  of  the 
Act  is  amended  to  read  as  follows; 

"Part  C— Work-Study  Programs 

"purpose;  APPROPRIATIOliS  AUTHORIZED 

"Sec.  441.  la)  Purpose.— The  purpose  of 
this  part  is  to  stimulate  and  promote  the 
part-time  employment  of  students  who  are 
enrolled  as  undergraduate,  graduate,  or  pro- 
fessional students  and  who  are  in  need  of 
earnings  from  employment  to  pursue 
courses  of  study  at  eligible  institutions. 

"lb)  Authorization  of  Appropriations.— 
There  are  authorized  to  be  appropriated  to 
carry  out  this  part  S656.000.000  for  fiscal 
year  1987  and  such  sums  as  may  be  neces- 
sary for  each  of  the  4  succeeding  fiscal  years. 
"allocation  of  funds 

"Sec.  442.  la)  Allocation  Based  on  Previ- 
ous Allocation.— 1 1)  From  the  amount  ap- 
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propriated  pursuant  to  section  441(b)  for 
each  fiscal  year,  the  Secretary  shall  first  al- 
locate to  each  eliffible  institution  for  each 
succeeding  fiscal  year,  an  amount  equal  to 
100  percent  of  the  amount  such  institution 
received  and  used  under  this  part  for  fiscal 
year  1985. 

"(2MA/  From  the  amount  so  appropriated, 
the  Secretary  shall  next  allocate  to  each  eli- 
gible institution  that  began  participation  in 
the  program  under  this  part  after  fiscal  yar 
1985  but  is  not  a  first  or  second  time  parti,.i 
pant,  an  amount  equal  to  the  greater  of— 

"(if  tS.OOO:  or 

"(ii)  90  percent  of  the  amount  received 
and  used  under  this  part  for  the  first  year  it 
participated  in  the  program. 

"(Bi  From  the  amount  so  appropriated, 
the  Secretary  shall  next  allocate  Ic  each  eli- 
gible institution  that  began  participation  in 
the  program  under  this  part  after  fiscal  year 
1985  and  is  a  first  or  second  time  partici- 
pant, an  amount  equal  to  the  greatest  of— 

•(i't5.000: 

"(ill  an  amount  equal  to  (II  90  percent  of 
the  amount  received  and  lused  under  this 
part  in  the  second  preceding  fiscal  year  by 
eligible  institutions  offering  comparable 
programs  of  instruction,  divided  by  (III  the 
number  of  students  enrolled  at  such  compa- 
rable institutions  in  such  fiscal  year,  multi- 
plied by  dill  the  number  of  students  en- 
rolled at  the  applicant  institution  in  such 
fiscal  year:  or 

"(liil  90  percent  of  the  institution's  alloca- 
tion under  this  part  for  the  preceding  fiscal 
year. 

"(CI  Notwithstanding  subparagraphs  (Al 
and  (Bi  of  this  paragraph,  the  Secretary 
shall  allocate  to  each  eligible  institution 
which— 

"(il  was  a  first-time  participant  in  the 
program  in  fiscal  year  1986  or  any  subse- 
quent fiscal  year,  and 

"(HI  received  a  larger  amount  under  this 
subsection  in  the  second  year  of  participa- 
tion, 

an  amount  equal  to  90  percent  of  the 
amount  it  received  under  this  subsection  in 
its  second  year  of  participation. 

"(3i(Al  If  the  amount  appropriated  for 
any  fiscal  year  is  less  than  the  amount  re- 
quired to  be  allocated  to  all  institutions 
under  paragraph  (II  of  this  subsection,  then 
the  amount  of  the  allocation  to  each  such 
institution  shall  be  ratably  reduced. 

"(Bi  If  the  amount  appropriated  for  any 
fiscal  year  is  more  than  the  amount  required 
to  be  allocated  to  all  institutions  under 
paragraph  (II  but  less  than  the  amount  re- 
quired to  be  allocated  to  all  institutions 
under  paragraph  (21.  then— 

"(il  the  Secretary  shall  allot  the  amount 
required  to  be  allocated  to  all  institutions 
under  paragraph  (II.  and 

'(HI  the  amount  of  the  allocation  to  each 
institution  under  paragraph  (21  shall  be  rat- 
ably reduced. 

"<Cl  If  additional  amounts  are  appropri- 
ated for  any  such  fiscal  year,  such  reduced 
amounts  shall  be  increased  on  the  same 
basis  as  they  were  reduced  (until  the  amount 
allocated  equals  the  amount  required  to  be 
allocated  under  paragraphs  (II  and  (2)  of 
this  subsectionl. 

"(bl  Allocation  of  Excess  Based  on  Pro 
Rata  Share.— From  one-quarter  of  the  re- 
mainder of  the  amount  appropriated  pursu- 
ant to  section  441(b)  for  any  fiscal  year 
(after  making  the  allocations  required  by 
subsection  (all.  the  Secretary  shall  allocate 
to  each  eligible  institution  an  amount 
which  fteors  the  same  ratio  to  such  one-quar- 
ter as  the  amount  the  eligible  institution  re- 


ceives for  such  fiscal  year  under  subsection 
(al  bears  to  the  amount  all  such  institutions 
receive  under  such  sub.scction  (al. 

"(c>  Allocation  of  Excess  Based  on  Share 
OF  Excess  Eligible  Amounts.— (II  From 
three-quarters  of  the  remainder  of  the 
amount  appropriated  pursuant  to  section 
441(bl  after  making  the  allocations  required 
by  subsection  (al.  the  Secretary  shall  allo- 
cate to  each  eligible  institution  which  has 
an  excess  eligible  amount  an  amount  which 
bears  the  same  ra.tio  to  such  remainder  as 
such  excess  eligible  amount  bears  to  the  sum 
of  the  excess  eligible  amounts  of  all  such  eli- 
gible institutions  (having  such  excess  eligi- 
ble amountsl. 

"(21  For  any  eligible  institution,  the  excess 
eligible  amount  is  the  amount,  if  any,  by 
which— 

"(AKil  the  amount  of  that  institution's 
need  (as  determined  under  subsection  (dil. 
divided  by  (ii)  the  sum  of  the  need  of  all  in- 
stitutions (as  so  determinedl.  multiplied  by 
(Hi)  the  amount  appropriated  pursuant  to 
section  441(bi  for  the  fiscal  year:  exceeds 

"(B)  the  amount  required  to  be  allocated 
to  that  institution  under  subsection  (al. 

"idl  Determination  of  iNSTiTtmoN's 
Need.  —  (1)  The  amount  of  an  institution's 
need  is  equal  to  the  sum  of  the  self-help  need 
of  the  institution's  eligible  undergraduate 
students  and  the  self-help  need  of  the  insti- 
tution's eligible  graduate  and  professional 
students. 

"(2)  To  determine  the  self-help  need  of  an 
institution's  eligible  undergraduate  stu- 
dents, the  Secretary  shall— 

"(Al  establish  various  income  categories 
for  dependent  and  independent  undergradu- 
ate students: 

"iBl  establish  an  expected  family  contri- 
bution for  each  income  category  of  depend- 
ent and  independent  undergraduate  stu- 
dents, determined  on  the  basis  of  the  aver- 
age expected  family  contribution  (computed 
in  accordance  with  part  F  of  this  titlel  of  a 
representative  sample  within  each  income 
category  for  the  second  preceding  fiscal 
year: 

"(CI  compute  25  percent  of  the  average 
cost  of  attendance  for  all  undergraduate  stu- 
dents: 

"(Dl  multiply  the  number  of  eligible  de- 
pendent students  in  each  income  category 
by  the  lesser  of— 

"(il  25  percent  of  the  average  cost  of  at- 
tendance for  all  undergraduate  students  de- 
termined under  subparagraph  (Cl:  or 

"(HI  the  average  cost  of  attendance  for  all 
undergraduate  students  minus  the  expected 
family  contribution  determined  under  sub- 
paragraph (B)  for  that  income  category, 
except  that  the  amount  computed  by  such 
subtraction  shall  not  be  less  than  zero: 

"(E)  add  the  amounts  determined  under 
subparagraph  (D)  for  each  income  category 
of  dependent  students:  and 

"(Fl  multiply  the  number  of  eligible  inde- 
pendent students  in  each  income  category 
by  the  lesser  of— 

"(il  25  percent  of  the  average  cost  of  at- 
tendance for  all  undergraduate  students  de- 
termined under  subparagraph  (CI:  or 

"(HI  the  average  cost  of  a! tendance  for  all 
undergraduate  students  minus  the  expected 
family  contribution  determined  under  sub- 
paragraph (BI  for  that  income  category, 
except  that  the  amount  computed  by  such 
subtraction  for  any  income  category  shall 
not  be  less  than  zero; 

"(Gi  add  the  amounts  determined  under 
subparagraph  (Fl  for  each  income  category 
of  independent  students:  and 

"(HI  add  the  amounts  determined  under 
subparagraphs  (E)  and  (GI. 


"(31  To  determine  the  self-help  need  of  an 
institution's  eligible  graduate  and  profes- 
sional sj^udents,  the  Secretary,  for  academic 
year  1988-1989  shall  use  the  procedures  em- 
ployed for  academic  year  1986-1987,  and,  for 
any  subsequent  academic  years,  the  Secre- 
tary shall— 

"(Al  establish  various  income  categories  of 
graduate  and  professional  students: 

"(B)  establish  an  expected  family  contri- 
bution for  each  income  category  of  graduate 
and  professional  students,  determined  on 
the  basis  of  the  average  expected  family  con- 
tribution (computed  in  accordance  with 
part  F  of  this  titlel  of  a  representative 
sample  within  each  income  category  for  the 
second  preceding  fiscal  year: 

"(CI  determine  the  average  cost  of  attend- 
ance for  all  graduate  and  professional  stu- 
dents: 

"(Dl  subtract  from  the  average  cost  of  at- 
tendance for  all  graduate  and  professional 
students  (determined  under  subparagraph 
(Cil.  the  expected  family  contribution  (de- 
termined under  subparagraph  (Bll  for  each 
income  category,  except  that  the  amount 
computed  by  such  subtraction  for  any 
income  category  shall  not  be  less  than  zero: 

"(El  multiply  the  amounts  determined 
under  subparagraph  (Dl  by  the  numtier  of  el- 
igible students  in  each  category:  and 

"(Fl  add  the  amounts  determined  under 
subparagraph  (E)  of  this  paragraph  for  each 
income  category. 

""(4)(AI  For  purposes  of  paragraphs  (21  and 
(31.  the  term  "average  cost  of  attendance' 
means  the  average  of  the  attendance  costs 
for  undergraduate  students  and  for  graduate 
and  professional  students,  which  shall  in- 
clude (il  tuition  and  fees  determined  in  ac- 
cordance with  subparagraph  (BI,  (ii)  stand- 
ard living  expenses  determined  in  accord- 
ance with  subparagraph  (Cl.  and  (iiil  books 
and  supplies  determined  in  accordance  with 
subparagraph  (Dl. 

""(Bl  The  average  undergraduate  and  grad- 
uate and  professional  tuition  and  fees  de- 
scribed in  subparagraph  (Al(i)  shall  be  com- 
puted on  the  basis  of  information  reported 
by  the  institution  to  the  Secretary,  which 
shall  include  dl  total  revenue  received  by 
the  institution  from  undergraduate  and 
graduate  tuition  and  fees  for  the  second 
year  preceding  the  year  for  which  it  is  ap- 
plying for  an  allocation,  and  (Hi  the  institu- 
tion's enrollment  for  such  second  preceding 
year. 

"(Cl  The  standard  living  expense  de- 
scribed in  subparagraph  (AKiil  is  equal  to 
three-fourths  in  the  Pell  Grant  family  size 
offset  for  a  single  independent  student. 

"'(D)  The  allowance  for  books  and  supplies 
described  in  subparagraph  (AKiiil  is  equal 
to  $450. 

"(el  Reallocation  of  Excess  Alloca- 
tions.—(11  If  an  institution  returns  to  the 
Secretary  any  portion  of  the  sums  allocated 
to  such  institution  under  this  section  for 
any  fiscal  year  the  Secretary  shall  reallocate 
such  excess  in  accordance  with  paragraph 
(21.  Any  sums  reallocated  under  this  subsec- 
tion may  be  used  in  accordance  with  section 
445(a)(2l. 

"(21  The  Secretary  shall  reallot  25  percent 
of  the  amount  available  pursuant  to  para- 
graph (II  to  eligible  institutions  for  use  in 
initiating,  improving,  and  expanding  pro- 
grams of  community  service-learning  con- 
ducted in  accordance  with  section  448  of 
this  part.  The  Secretary  shall  allocate  the  re- 
mainder of  the  amounts  available  pursuant 
to  paragraph  (II  to  eligible  institutions 
based  upon  the  criteria  described  in  subsec- 
tion (cl. 
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"If)  Filing  Deadlines.— The  Secretary 
shall,  from  time  to  time,  set  dates  before 
which  institutions  must  file  applications  for 
allocations  under  this  part 

"GRANTS  FOR  WORK-STUDY  PROGRAMS 

"Sec.  443.  (a)  Agreements  Required.— The 
Secretary  is  authorized  to  enter  into  agree- 
ments with  institutions  of  higher  education 
under  which  the  Secretary  will  make  grants 
to  such  institutions  to  assist  in  the  oper- 
ation of  work-study  programs  as  provided  in 
this  part. 

"(b)  Contents  of  Agreements.- An  agree- 
ment entered  into  pursuant  to  this  section 
shall- 

"(1)  proi'ide  for  the  operation  by  the  insti- 
tution of  a  program  for  the  part-time  em- 
ployment of  its  students  in  work  for  the  in- 
stitution itself  or  work  in  the  public  interest 
for  a  Federal,  State,  or  local  public  agency 
or  private  nonprofit  organization  under  an 
arrangement  between  the  institution  and 
such  agency  or  organisation,  and  such 
work— 

"(A)  will  not  result  in  the  displacement  of 
employed  workers  or  impair  existing  con- 
tracts for  services: 

■•IB)  will  be  goi^emed  by  such  conditions 
of  employment  as  will  be  appropriate  and 
reasonable  in  light  of  such  factors  as  type  of 
work  performed,  geographical  region,  and 
proficiency  of  the  employee: 

"lO  does  not  involve  the  construction,  op- 
eration, or  maintenance  of  so  much  of  any 
facility  as  is  used  or  is  to  be  used  for  sectari- 
an instruction  or  as  a  place  for  religious 
worship:  and 

"ID)  will  not  pay  any  wage  to  students  em- 
ployed under  this  subpart  that  is  less  than 
the  current  Federal  minimum  wage  as  man- 
dated by  section  6ia)  of  the  Fair  Labor 
Standards  Act  of  1938: 

"12)  provide  that  funds  granted  an  institu- 
tion of  higher  education,  pursuant  to  sec- 
tion 443,  may  be  used  only  to  make  pay- 
ments to  students  participating  in  work- 
study  programs,  except  that— 

"lA)  an  institution  may  use  not  to  exceed 
10  percent  of  the  funds  granted  to  the  insti- 
tution in  any  fiscal  year  to  carry  out  the 
work  study  program  described  in  section  447 
at  the  increased  Federal  share  specified  in 
clause  16)1  B)  of  this  subsection,  and 

"IB)  an  institution  may  use  a  portion  of 
the  sums  granted  to  it  to  meet  administra- 
tive expenses  in  accordance  with  section  489 
of  this  Act.  may  use  a  portion  of  the  sums 
granted  to  it  to  meet  the  cost  of  a  job  loca- 
tion and  development  program  in  accord- 
ance with  section  446  of  thin  part,  and  may 
transfer  funds  in  accordance  with  the  provi- 
sions of  section  488  of  this  Act: 

"13)  provide  that  in  the  selection  of  stu- 
dents for  employment  under  such  work- 
study  program,  only  students  who  demon- 
strate financial  need  in  accordance  with 
part  F  of  this  title,  and  who  meet  the  re- 
quirements of  section  484  will  be  assisted, 
except  that,  if  the  institution's  grant  under 
this  part  is  directly  or  indirectly  based  in 
part  on  the  financial  need  demonstrated  by 
students  attending  the  institution  less  than 
full  time,  a  reasonable  proportion  of  the  in- 
stitution's grant  shall  be  made  available  to 
such  students: 

"14)  provide  that  for  a  student  employed 
in  a  work-study  program  under  this  part,  at 
the  time  income  derived  from  any  employ- 
ment lincluding  non-work-study  or  both)  is 
in  excess  of  the  determination  of  the  amount 
of  such  student's  need  by  more  than  $200, 
continued  employment  shall  not  be  subsi- 
dized with  funds  appropriated  under  this 
part; 


"IS)  provide  that  the  Federal  share  of  the 
compensation  of  students  employed  in  the 
work  study  program  in  accordance  with  the 
agreement  will  not  exceed  80  percent  for 
academic  years  1987-1988  and  1988-1989,  75 
percent  for  academic  year  1989-1990,  and  70 
percent  for  academic  year  1990-1991  and 
succeeding  academic  years,  except  that— 

"lA)  the  Federal  share  may  exceed  such 
amounts  of  such  compensation  if  the  Secre- 
tary determines,  pursuant  to  regulations 
promulgated  by  the  Secretary  establishing 
objective  criteria  for  such  determinations, 
that  a  Federal  share  in  excess  of  such 
amounts  is  required  in  furtherance  of  the 
purpose  of  this-  part:  and 

"IB)  the  Federal  share  of  the  compensa- 
tion of  the  students  employed  in  the  work 
study  for  community  sen-ice-leaming  pro- 
grams described  in  section  447  from  funds 
available  under  clause  I2)IA)  in  accordance 
with  the  agreement  will  not  exceed  90  per- 
cent of  such  compensation: 

"16)  include  provisions  to  make  employ- 
ment under  such  work-study  program  rea- 
sonably available  Ito  the  extent  of  available 
funds)  to  all  eligible  students  in  the  institu- 
tion in  need  thereof,  and  to  make  equivalent 
employment  offered  or  arranged  by  the  insti- 
tution reasonably  available  ito  the  extent  of 
available  funds)  to  all  students  in  the  insti- 
tution who  desire  such  employment: 

"17)  provide  assurances  that  employment 
made  available  from  funds  under  this  part 
will,  to  the  maximum  extent  practicable, 
complement  and  reinforce  the  educational 
program  or  vocational  goals  of  each  student 
receiving  assistance  under  this  part: 

"18)  provide  assurances,  in  the  case  of 
each  proprietary  institution,  that  students 
attending  the  proprietary  institution  receiv- 
ing assistance  under  this  part  who  are  em- 
ployed by  the  institution  may  be  employed 
in  jobs— 

"lA)  on  campus  only: 

"IB)  that,  to  the  maximum  extent  practi- 
cable, complement  and  reinforce  the  educa- 
tional programs  or  vocational  gofils  of  such 
students:  and 

"IC)  furnishing  student  services,  as  deter- 
mined by  the  Secretary  pursuant  to  regula- 
tions, except  that  no  student  shall  be  em- 
ployed in  any  position  that  would  involve 
the  solicitation  of  other  potential  students 
to  enroll  in  the  school:  and 

"19)  include  such  other  reasonable  provi- 
sions as  the  Secretary  shall  deem  necessary 
or  appropriate  to  carry  out  the  purpose  of 
this  part. 

"ic)  Private  Sector  Employment  Agree- 
ment.—In  addition  to  the  agreement  de- 
scribed in  subsection  lb),  an  institution  of 
higher  education  may.  at  its  option,  enter 
into  an  additional  agreement  with  the  Sec- 
retary which  shall— 

"ID  provide  for  the  operation  by  the  insti- 
tution of  a  program  of  part-time  employ- 
ment of  its  students  in  work  for  a  private 
for-profit  organization  under  an  arrange- 
ment between  the  institution  and  such  orga- 
nization that  complies  with  the  require- 
ments of  subparagraphs  lA)  through  ID)  of 
subsection  ib)il): 

"12)  provide  that  the  institution  will  use 
not  more  than  25  percent  of  the  funds  made 
available  to  such  institution  under  this  part 
for  any  fiscal  year  for  the  operation  of  the 
program  described  in  paragraph  ID: 

"(3)  provide  that,  notwithstanding  subsec- 
tion Ib)l5).  the  Federal  share  of  the  compen- 
sation of  students  employed  in  such  pro- 
gram will  not  exceed  60  percent  for  academ- 
ic years  1987-1988  and  1988-1989.  55  percent 
for  academic  year  1989  1990,  and  50  percent 


for  academic  year  1990-1991  and  succeeding 
academic  years,  and  that  the  non-Federal 
share  of  such  compensation  will  be  provided 
by  the  private  for-profit  organization  in 
which  the  student  is  employed: 

"14)  provide  that  jobs  under  the  work 
study  program  will  be  academically  rele- 
vant: and 

"15)  provide  that  the  for-profit  organiza- 
tion will  not  use  funds  made  available 
under  this  part  to  pay  any  employee  who 
would  otherwise  be  employed  by  the  organi- 
sation. 

"sources  of  MATCHING  FUNDS 

"Sec.  444.  Nothing  in  this  part  shall  be 
construed  as  restricting  the  source  lother 
than  this  part)  from  which  the  institution 
may  pay  its  share  of  the  compensation  of  a 
student  employed  under  a  work-study  pro- 
gram covered  by  an  agreement  under  this 
part,  and  such  share  may  be  paid  to  such 
student  in  the  form  of  services  and  equip- 
ment lincluding  tuition,  room,  board,  and 
books)  furnished  by  such  institutioru 

"FLEXIBLE  USE  OF  FUNDS 

"Sec.  445.  la)  Carry-Over  Authority.— I D 
Of  the  sums  granted  to  an  eligible  institu- 
tion under  this  part  for  any  fiscal  year,  10 
percent  may.  at  the  discretion  of  the  institu- 
tion, remain  available  for  expenditure . 
during  the  succeeding  fiscal  year  1o  carry 
out  programs  under  this  part. 

"12)  Any  of  the  sums  so  granted  to  an  in- 
stitution for  a  fiscal  year  which  are  not 
needed  by  that  institution  to  operate  work- 
study  programs  during  that  fiscal  year,  and 
which  it  does  not  wish  to  use  during  the 
next  fiscal  year  as  authorized  in  the  preced- 
ing sentence,  shall  remain  available  to  the 
Secretary  for  making  grants  under  section 
443  to  other  institutions  in  the  same  State 
until  the  close  of  the  second  fiscal  year  next 
succeeding  the  fiscal  year  for  which  such 
funds  were  appropriated. 

"lb)  Carry-Back  Authority.— Up  to  10 
percent  of  the  sums  the  Secretary  determines 
an  eligible  institution  may  receive  from 
funds  which  have  been  appropriated  for  a 
fiscal  year  may  be  used  by  the  Secretary  to 
make  grants  under  this  part  to  such  institu- 
tion for  expenditure  during  the  fiscal  year 
preceding  the  fiscal  year  for  which  the  sums 
were  appropriated. 

"JOB  location  AND  DEVELOPMENT  PROGRAMS 

"Sec.  446.  la)  Agreements  Required.— ID 
The  Secretary  is  authorized  to  enter  into 
agreements  with  eligible  institutions  under 
which— 

"lA)  such  institution  may  use  not  more 
than  10  percent  or  $30,000  of  its  allotment 
under  section  442.  whichever  is  less,  to  es- 
tablish or  expand  a  program  under  which 
such  institution,  separately  or  in  combina- 
tion with  other  eligible  institutions,  locates 
and  develops  jobs  for  currently  enrolled  stu- 
dents: and 

"IB)  such  institution  may  use  not  more 
than  10  percent  or  $20,000  of  its  allotment 
under  section  442,  whichever  is  less,  to  es- 
tablish or  expand  a  program  under  which 
such  institution,  separately  or  in  combina- 
tion with  other  eligible  institutions  and 
through  formal  or  informal  consultation 
with  local  nonprofit,  governmental,  educa- 
tional, and  community-based  organizations, 
locates  and  develops  community  services 
jobs  for  students  eligible  under  this  part 

"12)  Jobs  located  and  developed  under  sub- 
paragraph I  A)  or  IB)  of  paragraph  ID  shall 
be  jobs  which  are  suitable  to  the  scheduling 
and  other  needs  of  such  students  and  which, 
to  the  maximum  extent  practicable,  comple- 
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ment  and  reinforce  the  educational  pro- 
grams or  vocational  goals  of  such  students. 

"<bi  Contents  or  Agreements.— Agree- 
ments under  subsection  fal  shall- 

"U)  prot'idr  that  the  Federal  share  of  the 
cost  of  any  program  under  this  section  icill 
not  exceed  80  percent  of  such  cost: 

"(21  provide  satisfactory  assurance  that 
funds  available  under  this  section  will  not 
be  used  to  locate  or  develop  jobs  at  an  eligi- 
ble institution  unless  such  jobs  directly 
relate  to  the  objectives  described  in  subsec- 
tion (aXlHBi  of  this  section: 

"<3>  provide  satisfactory  assurance  that 
the  institution  will  continue  to  spend  in  its 
oxen  job  location  and  deielopment  pro- 
grams, from  sources  other  thaji  funds  re- 
ceived under  this  section,  not  less  than  the 
average  expenditures  per  year  made  during 
the  most  recent  3  fiscal  years  preceding  the 
effective  date  of  the  agreement: 

■141  provide  satisfactory  assurance  that 
funds  available  under  this  section  uill  not 
be  used  for  the  location  or  development  of 
jobs  for  students  to  obtain  upon  graduation, 
but  rather  for  the  location  and  development 
of  jobs  available  to  students  during  and  fte- 
tween  periods  of  attendance  at  such  institu- 
tion: 

"fS)  provide  satisfactory  assurance  that 
the  location  or  development  of  jobs  pursu- 
ant to  programs  assisted  under  this  section 
will  not  result  m  the  displacement  of  em- 
ployed workers  or  impair  existing  contracts 
for  services: 

"16)  provide  satisfactory  assurance  that 
Federal  funds  used  for  the  purpose  of  this 
section  can  realistically  be  expected  to  help 
generate  student  wages  exceeding,  in  the  ag- 
gregate, the  amount  of  such  funds,  and  that 
if  such  funds  are  used  to  contract  with  an- 
other organization,  appropriate  perform- 
ance standards  are  part  of  such  contract: 
and 

"(It  provide  that  the  institution  will 
submit  to  the  Secretary  an  annual  report  on 
the  uses  made  of  funds  provided  under  this 
section  and  an  evaluation  of  the  effective- 
ness of  such  program  in  benefiting  the  stu- 
dents of  such  institution. 

"(c)  Definition  of  Community  Service.— 
For  the  purpose  of  this  section,  the  term 
community  services'  means  services  which 
are  identified  by  an  institution  of  higher 
education,  through  formal  or  informal  con- 
sultation with  local  nonprofit,  governmen- 
tal, and  community-based  organizations,  as 
designed  to  improve  the  quality  of  life  for 
community  residents,  particularly  low- 
income  individuals,  or  to  solve  particular 
problems  related  to  their  needs  including, 
but  not  limited  to.  such  fields  as  health  care, 
child  care,  literacy  training,  education  (in- 
cluding tutorial  services),  housing  and 
neighborhood  improvement,  rural  develop- 
ment, and  community  improvement. 

"WORK  STUDY  FOR  COMMUNITY  SERVICE-LEARN- 
ING ON  BEHALF  OF  LOW-INCOME  INDIVIDUALS 
AND  FAMILIES 

"Sec.  447.  (a^  Purpose.— The  purpose  of 
this  section  is  to  encourage  and  enable  insti- 
tutions of  higher  education  to  develop  work 
study  programs  involving  eligible  students 
in  community  service-learning  designed  to 
develop,  improve,  or  expand  services  for 
low-income  individuals  and  families  or  to 
solve  particular  problems  related  to  the 
needs  of  low-income  individuals. 

"lb)  Definitions.— For  the  purpose  of  this 
section— 

"(1)  'community  service-learning  program' 
means  a  program  of  student  work  that— 

"(A)  pr'ivides  tangible  community  services 
for  or  on  behalf  of  low-income  individuals 
or  families:  and 


"(B)  to  the  maximum  extent  practicable, 
provides  participating  students  with  work- 
learning  opportunities  which  complement 
and  reinforce  their  educational  programs  or 
vocational  goals:  and 

"(2)  'community  seri'ices'  means  services 
which  are  identified  by  an  institution  of 
higher  education,  through  formal  or  infor- 
mal consultation  with  local  nonprofit,  gov- 
ernmental, and  community-based  organisa- 
tions, as  designed  to  improve  the  quality  of 
life  for  community  residents,  particularly 
low-income  individuals,  or  to  solve  particu- 
lar problems  related  to  their  needs  includ- 
ing, but  not  limited  to.  such  fields  as  health 
care,  child  care,  literacy  training,  education 
(including  tutorial  services),  welfare,  social 
services,  transportation,  housing  and  neigh- 
borhood improvement,  public  sajety.  crime 
prevention  and  control,  recreation,  rural  de- 
velopment, and  community  improvement. 

"(c)  Use  of  Other  Funds  To  Conduct  Pro- 
gram.—Each  institution  participating 
under  this  part  may  use  funds  made  avail- 
able under  the  last  sentence  of  section  489(a) 
to  conduct  that  institution's  program  of 
community  service-learning,  including— 

"(1)  development  of  mechanisms  to  assure 
the  academic  quality  of  the  student  experi- 
ence. 

"(2)  assuring  student  access  to  education- 
al resources,  expertise,  and  supervision  nec- 
essary to  achieve  community  service  objec- 
tives, and 

"(3)  collaboration  with  public  and  private 
nonprofit  agencies  in  the  planning,  develop- 
ment, and  administration  of  such  pro- 
grams. ". 

(b)  Effei^ive  Date.— Sections  443(c).  446. 
and  447  of  the  Act  as  amended  by  this  sec- 
tion shall  apply  to  periods  of  enrollment  be- 
ginning on  or  after  July  1.  1987. 
SKI.  nil  i>h:v<i\srK\Tii)\  rRnjKvr  hthohi/kii. 

The  Act  is  amended  by  adding  after  part  C 
the  following: 

"Part  D— Income  Contingent  Direct  Loan 

Demonstration  Project 

"statement  of  purpose 

"Sec.  451.  It  is  the  purpose  of  this  part  to 
examine  the  feasibility  of  a  direct  loan  pro- 
gram which  uses  the  income  contingent  re- 
payment method  in  order  to  increase  the 
economic  and  full  use  of  direct  student  loan 
funds. 

"demonstration  project  authorized 

"Sec.  452.  (a)  General  Authority.  — The 
Secretary  shall,  from  the  amounts  appropri- 
ated each  fiscal  year,  carry  out  demonstra- 
tion projects  in  accordance  with  the  provi- 
sions of  this  part. 

"(b)  Authorization  of  Appropriations.— 
For  the  purpose  of  making  cont.  ilutions  to 
student  loan  funds  established  pursuant  to 
this  part,  there  arc  authorized  to  be  appro- 
priated $5,000,000  for  fiscal  year  1987  and 
such  sums  as  may  be  necessary  for  each  of 
the  4  succeeding  fiscal  years. 

"(c)  Allotment:  Maximum  Number  of 
Grants.-(I)  The  Secretary  shall  allot  the 
amounts  appropriated  in  each  fiscal  year 
pursuant  to  subsection  (b)  among  institu- 
tions of  higher  education  which  desire  to 
participate  in  the  pilot  project  authorized 
by  this  part  and  which  have  agreements 
with  the  Secretary  under  section  453. 

"(2)  The  Secretary  may  not  enter  into 
agreements  with  more  than  10  institutions 
of  higher  education  under  this  part. 

"agreements  with  institutions  of  higher 
education 

"Sec.  453.  An  agreement  with  an  institu- 
tion of  higher  education  under  this  part 
shall- 


"(1)  provide  for  the  establishment  and 
maintenance  of  a  student  loan  fund  for  the 
purpose  of  this  part: 

"(2)  provide  for  the  deposit  in  such  fund  of 
Federal  capital  contributions  from  funds 
appropriated  pursuant  to  section  452(b); 

"(3)  provide  for  the  deposit  in  such  fund  of 
a  capital  contribution  by  such  institution 
equal  to  not  less  than  one-ninth  of  the 
amount  of  the  Federal  capital  contribution 
described  in  paragraph  (2): 

"(4)  provide  for  the  deposit  in  such  fund  of 
collections  of  principal  and  interest  on  stu- 
dent loans  made  from  deposited  funds  and 
any  other  earnings  of  such  funds; 

"(5)  provide  that  such  student  loan  fund 
shall  be  used  only  for— 

"(A)  loans  to  students,  in  accordance  with 
the  provisions  of  this  part, 

"(B)  administrative  expenses;  and 

"(C)  costs  of  litigation,  and  other  collec- 
tion costs  agreed  to  by  the  Secretary  in  con- 
nection with  the  collection  of  a  loan  from 
the  fund  (and  interest  thereon)  or  a  charge 
assessed  pursuant  to  regulations; 

"(6)  provide  that  repayment  of  the  loans 
made  from  such  student  loan  funds  will  be 
made  in  accordance  with  a  repayment 
schedule,  which  will  be  adjusted  annually  on 
the  basis  of  the  total  amount  borrowed  by 
the  student  and  the  income  of  the  student 
borrower,  together  with  such  adjustments  in 
the  schedule  as  the  Secretary  and  the  insti- 
tution determine  will  best  carry  out  the  pur- 
pose of  this  part,  except  that  for  the  first  2 
years  of  the  repayment  period  the  schedule 
may  require  a  fixed  payment  plan; 

"(7)  provide  for  the  distribution  of  assets 
from  student  loan  funds  under  this  part  in 
accordance  with  criteria  prescribed  by  the 
Secretary,  based  upon  the  provisions  of  sec- 
tion 466;  and 

"(8)  provide  for  such  other  assurances  and 
limitations  as  the  Secretary  may  reasonably 
require. 

"TERMS  OF  LOAN  UNDER  THE  PILOT  PROGRAM 

"Sec.  454.  (a)  Conditions.  Limitations,  and 
Revuirements.—(1)  Loans  from  any  student 
loan  fund  established  pursuant  to  an  agree- 
ment under  section  453,  to  any  student  by 
any  institution  shall,  subject  to  such  condi- 
tions, limitations,  and  requirements  as  the 
Secretary  shall  prescribe  by  regulation,  be 
made  on  such  terins  and  conditions  as  the 
institution  may  determine. 

"(2)  The  aggregate  amount  of  all  loans 
made  by  institutions  of  higher  education 
from  loan  funds  established  pursuant  to 
agreements  under  this  part  to  any  student 
may  not  exceed  $17,500. 

"(3)  The  total  amount  of  loans  made  by  in- 
stitutions of  higher  education  from  loan 
funds  established  pursuant  to  such  agree- 
ment for  any  academic  year  may  not 
exceed— 

"(A)  $2,500  in  the  case  of  a  student  who  is 
in  the  first  or  second  academic  year  of  a 
program  of  education  leading  to  a  bache- 
lor's degree: 

"(B)  $3,500  in  the  case  of  a  student  who  is 
in  the  third  such  year;  and 

"(C)  $4,500  in  the  case  of  a  student  who  is 
in  the  fourth  and  fifth  such  year. 

"(4)  The  interest  rate  on  all  such  loans 
shall  be  the  rate  equal  to  the  rate  obtained 
for  each  calendar  year  (A)  by  computing  the 
average  of  the  bond  equivalent  rates  of  91- 
day  Treasury  bills  auctioned  for  such  3- 
month  period  preceding  such  year,  and  (B) 
by  adding  3  percent  to  the  resulting  percent 

"(5)  Loans  made  from  loan  funds  estab- 
lished pursuant  to  such  agreements  shall 
contain  such  agreements  for  deferments,  in- 
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terest  accrual  during  deferments,  and  loan 
cancellation,  as  are  consistent  with  the  pro- 
visions of  part  E  of  this  title,  subject  to  such 
modifications  as  the  Secretary  may.  by  regu- 
lation, prescrilye. 

"(b>  Authority  of  Secretary  To  Pre- 
scribe Other  Terms.— The  Secretary  may  by 
regulation  prescribe  such  other  terms  for 
loans  made  from  loan  funds  established  pur- 
suant to  such  agreements  as  the  Secretary 
determines  will  contribute  to  carrying  out 
the  provisions  of  this  part. 

"FEASIBILITY  STUDY 

"Sec.  455.  la)  Study.— The  Secretary  shall, 
based  upon  the  projects  assisted  under  this 
part,  conduct  a  study  of  the  feasibility  of  ex- 
tending the  pilot  project  to  a  direct  student 
loan  fund  program  of  general  applicability 
beginning  after  September  30.  1990. 

"(b)  Report.— The  Secretary  shall  prepare 
and  submit  to  the  Congress  a  report  on  the 
feasibility  study  begun  pursuant  to  subsec- 
tion (a)  not  later  than  October  1.  1991.  and 
October  1.  1995.  together  with  such  recom- 
mendations as  the  Secretary  deems  appro- 
priate. ". 

StX.  40.i.  mUSDVKST  Ttt  I'ART  K  OA"  THK  M  T. 

(a)  Amendment.— Part  E  of  title  IV  of  the 
Act  is  amended  to  read  as  follows: 

"Part  E— Direct  Loans  to  Students  in 

Institutions  of  Higher  Education 

"appropriations  authorized 

"Sec.  461.  fa)  Program  Authority.— The 
Secretary  shall  carry  out  a  program  of  stim- 
ulating and  assisting  in  the  establishment 
and  maintenance  of  funds  at  institutions  of 
higher  education  for  the  making  of  low-in- 
terest loans  to  students  in  need  thereof  to 
pursue  their  courses  of  study  in  such  institu- 
tions. Loans  made  under  this  part  shall  be 
known  as  Perkins  Loans'. 

"(b)  Authorization  of  Appropriations.— 
(!)  For  the  purpose  of  enabling  the  Secretary 
to  make  contributions  to  student  loan  funds 
established  under  this  part,  there  are  author- 
ized to  be  appropriated  $268,000,000  for 
fiscal  year  1987  and  such  sums  as  may  be 
necessary  for  each  of  the  4  succeeding  fiscal 
years. 

"(2)  In  addition  there  are  hereby  author- 
ized to  be  appropriated  such  sums  for  fiscal 
year  1991  and  each  of  the  five  succeeding 
fiscal  years  as  may  be  necessary  to  enable 
students  who  have  received  loans  for  aca- 
demic years  ending  prior  to  October  1.  1991. 
to  continue  or  complete  courses  of  study. 

"(c)  Use  of  Appropriations.— Any  sums  ap- 
propriated pursuant  to  subsection  (b)  for 
any  fiscal  year  shall  be  available  for  appor- 
tionment pursuant  to  section  462  and  for 
payments  of  Federal  capital  contributions 
therefrom  to  institutions  of  higher  educa- 
tion which  have  agreements  with  the  Secre- 
tary under  section  463.  Such  Federal  capital 
contributions  and  all  contributions  from 
such  institutions  shall  be  used  for  the  estab- 
lishment, expansion,  and  maintenance  of 
student  loan  funds. 

"allocation  of  funds 

"Sec.  462.  (a)  Allocation  Based  on  Previ- 
ous Allocation.— (1)  From  the  amount  ap- 
propriated pursuant  to  section  461  (bJ  for 
each  fiscal  year,  the  Secretary  shall  first  al- 
locate to  each  eligible  institution  an 
amount  equal  to— 

"(A)  100  percent  of  the  amount  such  insti- 
tution expended  under  this  part  for  fiscal 
year  1985,  multip'^ed  by 

"(B)  the  institution's  default  penalty,  as 
determined  under  subsection  (f). 
except  that  if  the  institution  which  has  a  de- 
fault rate  in  excess  of  the  applicable  maxi- 
mum default  rate  under  subsection  (g),  the 


institution  may  not  receive  an  allocation 
under  this  paragraph. 

"(2)(A)  From  the  amount  so  appropriated, 
the  Secretary  shall  next  allocate  to  each  eli- 
gible institution  that  began  participation  in 
the  program  under  this  part  after  fiscal  year 
1985  but  is  not  a  first  or  second  time  partici- 
pant, an  amount  equal  to  the  greater  of— 

"(i)  $5,000:  or 

"(ii)  100  percent  of  the  amount  received 
and  expended  under  this  part  for  the  first 
year  it  participated  in  the  program. 

"(B)  From  the  amount  so  appropriated, 
the  Secretary  shall  next  allocate  to  each  eli- 
gible institution  that  began  participation  in 
the  program  under  this  part  after  fiscal  year 
1985  and  is  a  first  or  second  time  partici- 
pant, an  amount  equal  to  the  greatest  of— 

"(i)  $5,000: 

"(ii)  an  amount  equal  to  (I)  90  percent  of 
the  amount  received  and  used  under  this 
part  in  the  second  preceding  fiscal  year  by 
eligible  institutions  offering  comparable 
programs  of  instruction,  divided  by  (II)  the 
number  of  students  enrolled  at  such  compa- 
rable institutions  in  such  fiscal  year,  multi- 
plied by  (III)  the  number  of  students  en- 
rolled at  the  applicant  institution  in  such 
fiscal  year:  or 

"(iii)  90  percent  of  the  institution's  alloca- 
tion under  this  part  for  the  preceding  fiscal 
year. 

"(C)  Notwithstanding  subparagraphs  (A) 
and  (B)  of  this  paragraph,  the  Secretary 
shall  allocate  to  each  eligible  institution 
which— 

"(i)  was  a  first-time  participant  in  the 
program  in  fiscal  year  1986  or  any  subse- 
quent fiscal  year,  and 

"(ii)  received  a  larger  amount  under  this 
subsection  in  the  second  year  of  participa- 
tion. 

an  amount  equal  to  90  percent  of  the 
amount  it  received  under  this  subsection  in 
its  second  year  of  participation. 

"(D)  For  any  fiscal  year  after  a  fiscal  year 
in  which  an  institution  receives  an  alloca- 
tion under  subparagraph  (A).  (B).  or  (C).  the 
Secretary  shall  allocate  to  such  institution 
an  amount  equal  to  the  product  of— 

"(i)  the  amount  determined  under  sub- 
paragraph (A).  (B).  or  (C).  multiplied  by 

"(ii)  the  institution's  default  penalty,  as 
determined  under  subsection  (f). 

except  that  if  the  institution  which  has  a  de- 
fault rate  in  excess  of  the  applicable  maxi- 
mum default  rate  under  subsection  (g).  the 
institution  may  not  receii'e  an  allocation 
under  this  paragraph. 

"(3)(A)  If  the  amount  appropriated  for 
any  fiscal  year  is  less  than  the  amount  re- 
quired to  be  allocated  to  all  institutions 
under  paragraph  (1)  of  this  subsection,  then 
the  amount  of  the  allocation  to  each  such 
institution  shall  be  ratably  reduced. 

"(B)  If  the  amount  appropriated  for  any 
fiscal  year  is  more  than  the  amount  required 
to  be  allocated  to  all  institutions  under 
paragraph  (11  but  less  than  the  amount  re- 
quired to  be  allocated  to  all  institutions 
under  paragraph  (2).  then— 

"(i)  the  Secretary  shall  allot  the  amount 
required  to  be  allocated  to  all  institutions 
under  paragraph  (1).  and 

"(ii)  the  amount  of  the  allocation  to  each 
institution  under  paragraph  (2)  shall  be  rat- 
ably reduced. 

"(C)  If  additional  amounts  are  appropri- 
ated for  any  such  fiscal  year,  such  reduced 
amounts  shall  be  increased  on  the  same 
basis  as  they  were  reduced  (until  the  amount 
allocated  equals  the  amount  required  to  6e 
allocated  under  paragraphs  (1)  and  (2)  of 
this  subsection). 


"(b)  Allocation  of  Excess  Based  on  Pro 
Rata  Share.— From  one-quarter  of  the  re- 
mainder of  the  amount  appropriated  pursu- 
ant to  section  461(b)  for  any  fiscal  year 
(after  making  the  allocations  required  by 
subsecpon  (a)  of  this  section),  the  Secretary 
shall  allocate  to  each  eligible  institution  an 
amount  which  bears  the  same  ratio  to  such 
one-quarter  as— 

"(1)  the  amount  the  eligible  institution  re- 
ceives for  such  fiscal  year  under  subsection 
(a/,  bears  to 

"(2)  the  amount  all  such  institutions  re- 
ceive under  such  subsection  (a). 

"(c)  Allocation  of  Excess  Based  on  Share 
OF  Excess  Eligible  Amounts.— (1)  From 
three-quarters  of  the  remainder  of  the 
amount  appropriated  pursuant  to  section 
461(b)  after  making  the  allocations  required 
by  subsection  (a)  of  this  section,  the  Secre- 
tary shall  allocate  to  each  eligible  institu- 
tion which  has  an  excess  eligible  amount  an 
amount  which  bears  the  same  ratio  to  such 
remainder  as  such  excess  eligible  amount 
bears  to  the  sum  of  the  excess  eligible 
amounts  of  all  such  eligible  institutions 
(having  such  excess  eligible  amounts). 

"(2)  For  any  eligible  institution,  the  excess 
eligible  amount  is  the  amount,  if  any,  by 
which— 

"(A)(i)  that  institution's  eligible  amount 
(as  determined  under  paragraph  (3)).  dirtd- 
ed  by  (ii)  the  sum  of  the  eligible  amounts  of 
all  institutions  (as  so  determined),  multi- 
plied by  (iii)  the  amount  appropriated  pur- 
suant to  section  461(b)  for  the  fiscal  year; 
exceeds 

"(B)  the  amount  required  to  be  allocated 
to  that  institution  under  subsection  (a), 
except  that  an  eligible  institution  which  has 
a  default  rale  in  excess  of  the  applicable 
maximum  default  rale  under  subsection  (g) 
may  not  receive  an  allocation  under  this 
paragraph. 

"(3)  For  any  eligible  institution,  the  eligi- 
ble amount  of  that  institution  is  equal  to— 

"(A)  the  amount  of  the  institution's  self- 
help  need,  as  determined  under  subsection 
(d):  minus 

"(B)  the  institution's  anticipated  collec- 
tions: multiplied  by 

"(C)  the  institution's  default  penalty,  as 
determined  under  subsection  (f): 

except  that,  if  the  institution  has  a  default 
rate  in  excess  of  the  applicable  maximum 
default  rate  under  subsection  (g).  the  eligible 
amount  of  that  institution  is  zero. 

'(d)  Determination  of  Institution's  Self- 
Help  Need.—(1)  The  amount  of  an  institu- 
tion's self-help  need  is  equal  to  the  sum  of 
the  self-help  need  of  the  institution's  eligible 
undergraduate  students  and  the  self-help 
need  of  the  institution's  eligible  graduate 
and  professional  students. 

"(2)  To  determine  the  self-help  need  of  an 
institution's  eligible  undergraduate  stu- 
dents, the  Secretary  shall— 

"(A)  establish  various  income  categories 
for  dependent  and  independent  undergradu- 
ate students: 

"(B)  establish  an  expected  family  contri- 
bution for  each  income  category  of  depend- 
ent and  independent  undergraduate  stu- 
dents, determined  on  the  l)asis  of  the  aver- 
age expected  family  contribution  (computed 
in  accordance  with  part  F  of  this  title)  of  a 
representative  sample  utithin  each  income 
category  for  the  second  preceding  fiscal 
year; 

"(C)  compute  25  percent  of  the  average 
cost  of  attendance  for  all  undergraduate  stu- 
dents; 
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"ID)  multiply  the  number  of  eligible  de- 
pendent students  in  each  income  category 
by  the  lesser  of— 

"(iJ  25  percent  of  the  average  cost  of  at- 
tendance for  all  undergraduate  students  de- 
termined under  subparagraph  IC):  or 

"Hi)  the  average  cost  of  attendance  for  all 
undergraduate  students  minus  the  expected 
family  contribution  determined  under  sub- 
paragraph IB)  for  that  income  category, 
except  that  the  amount  computed  by  such 
subtraction  shall  not  be  less  than  zero: 

"(E>  add  the  amounts  determined  under 
subparagraph  ID)  for  each  income  category 
of  dependent  students: 

"IFI  multiply  the  number  of  eligible  inde- 
pendent students  in  each  income  category 
by  the  lesser  of— 

"li)  2S  percent  of  the  average  cost  of  at- 
tendance for  all  undergraduate  students  de- 
termined under  subparagraph  (Ci:  or 

"liii  the  average  cost  of  attendance  for  all 
undergraduate  students  minus  the  expected 
family  contribution  determined  under  sub- 
paragraph <B>  for  that  income  category, 
except  that  the  amount  computed  by  such 
subtraction  for  any  income  category  shall 
not  be  less  than  zero: 

"<Gi  add  the  amounts  determined  under 
subparagraph  iF)  for  each  income  category 
of  independent  students:  and 

"iHi  add  the  amounts  determined  under 
subparagraphs  <E)  and  iGi. 

"13)  To  determine  the  self-help  need  of  an 
institution's  eligible  graduate  and  profes- 
sional students,  the  Secretary,  for  academic 
year  1988-1989.  shall  use  the  procedures  em- 
ployed for  academic  year  1986-1987.  and.  for 
any  subsequent  academic  years,  the  Secre- 
tary shall— 

"(A)  establish  various  income  categories 
for  graduate  and  professional  students: 

"IB)  establish  an  expected  family  contri- 
bution for  each  income  category  of  graduate 
and  professional  students,  determined  on 
the  basis  of  the  average  expected  family  con- 
tribution /computed  in  accordance  with 
part  F  of  this  title)  of  a  representative 
sample  within  each  income  category  for  the 
second  preceding  fiscal  year: 

"to  determirie  the  j.verage  cost  of  attend- 
ance for  all  graduate  and  professional  stu- 
dents; 

"ID)  subtract  from  the  average  cost  of  at- 
tendance for  all  graduate  and  professional 
students  Idetermined  under  subparagraph 
lO).  the  expected  family  contribution  ide- 
termined under  subparagraph  (B))  for  each 
income  category,  except  that  the  amount 
computed  by  such  subtraction  for  any 
income  category  shall  not  be  less  than  zero: 

"IE)  multiply  the  amounts  determined 
under  subparagraph  ID)  by  the  number  of  el- 
igible students  in  each  category: 

"IF)  add  the  amounts  determined  under 
subparagraph  IE)  for  each  income  category. 

"I3)IA)  For  purposes  of  paragraphs  I2)  and 
13).  the  term  average  cost  of  attendance' 
means  the  average  of  the  attendance  costs 
for  undergraduate  students  and  for  graduate 
and  professional  students,  which  shall  in- 
clude li)  tuition  and  fees  determined  in  ac- 
cordance with  subparagraph  IB).  Hi)  stand- 
ard living  expenses  determined  in  accord- 
ance tcith  subparagraph  IC).  and  liii)  books 
and  supplies  determined  in  accordance  with 
subparagraph  ID). 

"IB)  The  average  undergraduate  and  grad- 
uate and  professional  tuition  and  fees  de- 
scribed in  subparagraph  iA)li)  shall  be  com- 
puted on  the  basis  of  information  reported 
by  the  institution  to  the  Secretary,  which 
shall  include  li)  total  revenue  received  by 
the    institution   from    undergraduate    and 


graduate  tuition  and  fees  for  the  second 
year  preceding  the  year  for  which  it  is  ap- 
plying for  an  allocation,  and  Hi)  the  institu- 
tion's enrollment  for  such  second  preceding 
year. 

"lO  The  standard  living  expense  de- 
scribed in  subparagraph  iA)lii)  is  equal  to 
three-fourths  in  the  Pell  Grant  family  size 
offset  for  a  single  independent  student 

"ID)  The  allowance  for  books  and  supplies 
described  in  subparagraph  iA)liii)  is  equal 
to  $450. 

'le)  Anticipated  Collections:  Cash  on 
Hand.— An  institution's  anticipated  collec- 
tions are  equal  to  the  amount  which  was 
collected  during  the  second  year  preceding 
the  beginning  of  the  award  period,  multi- 
plied by  1.21. 

"If)  Default  Penalty.— For  any  institution 
which  has  a  default  rate  which  equals  or  ex- 
ceeds 7.5  percent  but  does  not  exceed  the 
maximum  default  rate  applicable  to  the 
award  year  under  paragraph  12).  the  institu- 
tion's default  penalty  is  a  percentage  equal 
to  the  complement  of  such  default  rate.  For 
any  institution  which  has  a  default  rate 
that  does  not  exceed  7.5  percent  the  institu- 
tion's default  penalty  is  equal  to  one. 

"ig)  Applicable  Maximum  Default  Rate.— 
ID  For  award  years  1988.  1989.  and  1990. 
the  applicable  maximum  default  rate  is  20 
percent 

"12)  For  award  year  1991  and  subsequent 
years,  the  applicable  maximum  default  rate 
is  15  percent 

"(h)  Definition  of  Default  Rate.— ID  For 
the  purpose  of  this  section,  the  default  rate 
is  computed  by  dividing— 

"IA)  the  total  principal  amount  of  default- 
ed loans:  by 

"IB)  the  total  principal  amount  of  loans 
made  under  this  part  less  the  principal 
amount  of  all  loans  made  to  borrowers  who 
are  eligible  for  deferment  under  section 
464ic)i2)iA)H)  or  are  in  a  grace  period  pre- 
ceding repayment. 

"12)  For  the  purpose  of  paragraph  IDIA). 
the  total  principal  amount  of  defaulted 
loans  is  equal  to  the  total  amount  borrowed 
under  loans  that  have  reached  repayment 
status  and  that  are  in  default  minus— 

'IA)  amounts  that  have  been  repaid  or 
cancelled  on  such  loans: 

"IB)  loans  discharged  in  bankruptcy; 

""lO  loans  referred  or  assigned  to  the  Sec- 
retary for  collection  under  paragraph  I5)IA). 
l5)iB)ii).  or  16)  of  section  4631a):  and 

"ID)  loans  that  are  in  default  but  on 
which  the  borrowers  have  made  satisfactory 
arrangements  to  resume  payment 

"13)  A  loan  shall  be  considered  to  be  in  de- 
fault- 

"lA)  120  days  lin  the  case  of  a  loan  repay- 
able monthly),  or 

""IB)  180  days  lin  the  case  of  a  loan  repay- 
able quarterly). 

after  the  borrower  fails  to  make  an  install- 
ment payment  when  due  or  to  comply  with 
other  terms  of  the  promissory  note. 

"H)  Filing  Deadlines.— The  Secretary 
Shalt  from  time  to  time,  set  dates  before 
which  institutions  must  file  applications  for 
allocations  under  this  part 

"I})  Reallocation  of  Excess  Alloca- 
tions.—If  an  institution  returns  to  the  Sec- 
retary any  portion  of  the  sums  allocated  to 
such  institution  under  this  section  for  any 
fiscal  year  the  Secretary  shaU,  in  accordance 
with  regulations,  reallocate  such  excess  to 
other  institutions. 

""agreements  with  institutions  of  higher 
education 

"'Sec.  463.  la)  Contents  of  Agreements.— 
An  agreement  with  any  institution  of  higher 


education  for  the  payment  of  Federal  cap- 
ital contributions  under  this  part  shall— 

"ID  provide  for  the  establishment  and 
maintenance  of  a  student  loan  fund  for  the 
pui-pose  of  this  part; 

"'12)  provide  for  the  deposit  in  such  fund 
of- 

"IA)  Federal  capital  contributions  from 
funds  appropriated  under  section  461; 

""IB)  a  capital  contribution  by  such  insti- 
tution in  an  amount  eq~:al  to  not  less  than 
one-ninth  of  the  amount  of  the  Federal  cap- 
ital contributions  described  in  subpara- 
graph I  A): 

"lO  collections  of  principal  and  interest 
on  student  loans  made  from  deposited 
funds: 

""ID)  charges  collected  pursuant  to  regula- 
tions under  section  464ic)ll)lH);  and 

""IE)  any  other  earnings  of  the  funds: 

""13)  provide  that  such  student  loan  fund 
shall  be  used  only  for— 

"IA)  loans  to  students,  in  accordance  with 
the  proi'isions  of  this  part: 

""IB)  administrative  expenses,  as  provided 
in  subsection  lb); 

""lO  capital  distributions,  as  provided  in 
section  466:  and 

"ID)  costs  of  litigation,  and  other  collec- 
tion costs  agreed  to  by  the  Secretary  in  con- 
nection with  the  collection  of  a  loan  from 
the  fund  land  interest  thereon)  or  a  charge 
assessed  pursuant  to  regulations  under  sec- 
tion 464ic)il)iH): 

"14)  provide  that  where  a  note  or  written 
agreement  evidencing  a  note  has  been  in  de- 
fault for  I  A)'  120  days,  in  the  case  of  a  loan 
which  is  repayable  in  monthly  installments, 
or  IB)  180  days,  in  the  case  of  a  loan  which 
is  repayable  in  less  frequent  installments, 
notice  of  such  default  shall  be  given  to  the 
Secretary  in  a  report  describing  the  total 
number  of  loans  from  such  fund  which  are 
in  such  default  and  made  to  the  Secretary 
at  least  semiannually: 

"15)  provide  that  where  a  note  or  written 
agreement  evidencing  a  loan  has  been  in  de- 
fault despite  due  diligence  on  the  part  of  the 
institution  in  attempting  collection  there- 
on— 

"IA)  if  the  institution  has  knowingly 
failed  to  maintain  an  acceptable  collection 
record  with  respect  to  such  loan,  as  deter- 
mined by  the  Secretary  in  accordance  with 
criteria  established  by  regulation,  the  Secre- 
tary may— 

"H)  require  the  institution  to  assign  such 
note  or  agreement  to  the  Secretary,  without 
recompense;  and 

""lit)  apportion  any  sums  collected  on  such 
a  loan,  less  an  amount  not  to  exceed  30  per- 
cent of  any  sums  collected  to  cover  the  Sec- 
retary's collection  costs,  among  other  insti- 
tutions in  accordance  with  section  462;  or 

"IB)  if  the  institution  is  not  one  described 
in  subparagraph  (A),  the  Secretary  may— 

'"H)  allow  such  institution  to  transfer  its 
interest  jji  such  loan  to  the  Secretary,  for 
collection,  and  the  Secretary  may  use  any 
collections  thereon  Hess  an  amount  not  to 
exceed  30  percent  of  any  such  sums  collected 
to  cover  the  Secretary's  collection  costs)  to 
make  allocations  to  institutions  of  addition- 
al capital  contributions  in  accordance  with 
section  462;  or 

""Hi)  allow  such  institution  to  refer  such 
note  or  agreement  to  the  Secretary,  without 
recompense,  except  that  any  sums  collected 
on  such  a  loan  Hess  an  amount  not  to 
exceed  30  percent  of  any  such  sums  collected 
to  cover  the  Secretary's  collection  costs/ 
shall  be  repaid  to  such  institution  no  later 
than  180  days  after  collection  by  the  Secre- 
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tary  and  treated  as  an  additional  capital 
contribution: 

"($)  provide  that,  if  an  institution  of 
higher  education  determines  not  to  service 
and  collect  student  loans  made  aimilable 
from  funds  under  this  part,  the  institution 
will  assign,  at  the  beginning  of  the  repay- 
ment period,  notes  or  evidence  of  obliga- 
tions of  student  loans  made  from  such  funds 
to  the  Secretary  and  the  Secretary  shall  ap- 
portion any  sums  collected  on  such  notes  or 
obligations  (less  an  amount  not  to  exceed  30 
percent  of  any  such  sums  collected  to  cover 
that  Secretary's  collection  costs/  among 
other  institutions  in  accordance  with  sec- 
tion 462; 

"(7)  provide  that,  notwithstanding  any 
other  provision  of  law,  the  Secretary  will 
provide  to  the  institution  any  information 
with  respect  to  the  names  and  addresses  of 
borrowers  or  other  relevant  information 
which  is  available  to  the  Secretary,  from 
whatever  source  such  information  may  be 
derived: 

"181  provide  assurances  that  the  institu- 
tion will  comply  with  the  provisions  of  sec- 
tion 463A: 

"19)  provide  that  the  institution  of  higher 
education  will  make  loans  first  to  students 
with  exceptional  need:  and 

"110)  include  such  other  reasonable  provi- 
sions as  may  be  necessary  to  protect  the 
United  States  from  unreasonable  risk  of  loss 
and  as  are  agreed  to  by  the  Secretary  and 
the  institution. 

"lb)  Administrative  Expenses.— An  institu- 
tion which  has  entered  into  an  agreement 
under  subsection  (a)  shall  be  entitled,  for 
each  fiscal  year  during  which  it  makes  stu- 
dent loans  from  a  student  loan  fund  estab- 
lished under  such  agreement,  to  a  payment 
in  lieu  of  reimbursement  for  its  expenses  in 
administering  its  student  loan  program 
under  this  part  during  such  year  Such  pay- 
ment shall  be  made  in  accordance  with  sec- 
tion 485. 

"(c)  Cooperative  Agreements  With  Credit 
Bureau  Organizations.— (1 )  For  the  purpose 
of  promoting  responsible  repayment  of  loans 
made  pursuant  to  this  part,  the  Secretary 
shall  enter  into  cooperative  agreements  with 
credit  bureau  organisations  to  provide  for 
the  exchange  of  information  concerning  stu- 
dent borrowers  concerning  whom  the  Secre- 
tary has  received  a  referral  pursuant  to  sec- 
tion 467. 

"(2)  Each  cooperative  agreement  made 
pursuant  to  paragraph  (1)  shall  be  made  in 
accordance  with  the  requirements  of  section 
430A  except  that  such  agreement  shall  pro- 
vide for  the  disclosure  by  the  Secretary  to 
such  organizations,  with  respect  to  any  loan 
for  which  the  Secretary  is  responsible,  of— 

"(A)  the  date  of  disbursement  and  the 
amount  of  any  such  loan: 

"(Bl  information  concerning  collection  of 
any  such  loan,  including  information  con- 
cerning the  status  of  any  defaulted  loan: 
and 

"(C)  the  date  of  cancellation  of  the  note 
upon  completion  of  repayment  by  the  bor- 
rower of  any  such  loan. 

"(3)  Notwithstanding  paragraphs  (4)  and 
(6)  of  subsection  (a)  of  section  60S  of  the 
Fair  Credit  Reporting  Act  (15  U.S.C.  1681c 
(a)(4),  (a)(6)),  a  consumer  reporting  agency 
may  make  a  report  containing  information 
received  from  the  Secretary  regarding  the 
status  of  a  borrower's  account  on  a  loan 
made  under  this  part  until— 

"(A)  7  years  from  the  date  on  which  the 
Secretary  accepted  an  assignment  or  referral 
of  a  loan,  or 

"(B)  7  years  from  the  date  the  Secretary 
first  reports  the  account  to  a  consumer  re- 
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porting  agency,  if  that  account  has  not  been 
previously  reported  by  any  other  holder  of 
the  note. 

"student  loan  information  by  eligible 
institutions 

"Sec.  463A.  (a)  Disclosure  Required 
Prior  to  Disbursement— Each  institution 
of  higher  education,  in  order  to  carry  out 
the  provisions  of  section  463(a)(8),  shall,  at 
or  prior  to  the  time  such  institution  makes  a 
loan  to  a  student  borrower  which  is  made 
under  this  part,  provide  thorough  and  ade- 
quate loan  information  on  such  loan  to  the 
student  borrower.  Any  disclosure  required  by 
this  subsection  may  be  made  by  an  institu- 
tion of  higher  education  as  part  of  the  writ- 
ten application  material  provided  to  the 
borrower,  or  as  part  of  the  promissory  note 
evidencing  the  loan,  or  on  a  separate  writ- 
ten form  provided  to  the  borrower  The  dis- 
closures shall  include— 

"(1)  the  name  of  the  institution  of  higher 
education,  and  the  address  to  which  commu- 
nications and  payments  should  be  sent: 

"(2)  the  principal  amount  of  the  loan: 

"(3)  the  amount  of  any  charges  collected 
by  the  institution  at  or  prior  to  the  disburs- 
al  of  the  loan  and  whether  such  charges  are 
deducted  from  the  proceeds  of  the  loan  or 
paid  separately  by  the  borrower: 

(4)  the  stated  interest  rale  on  the  loan: 

"(5)  the  yearly  and  cumulative  maximum 
amounts  that  may  be  borrowed: 

"(61  an  explanation  of  when  repayment  of 
the  loan  will  be  required  and  when  the  bor- 
rower will  be  obligated  to  pay  interest  that 
accrues  on  the  loan: 

"(7)  a  statement  as  to  the  minimum  and 
maximum  repayment  term  which  the  insti- 
tution may  impose,  and  the  minimum 
monthly  payment  required  by  law  and  a  de- 
scription of  any  penalty  imposed  as  a  conse- 
quence of  default,  such  as  liability  for  ex- 
penses reasonably  incurred  in  attempts  by 
the  Secretary  or  institutions  to  collect  on  a 
loan: 

"(8)  a  statement  of  the  total  cumulatii^e 
balance  owed  by  the  student  to  that  institu- 
tion, the  projected  level  of  indebtedness  of 
the  student  based  on  a  2-  or  4-year  college 
career,  and  an  estimate  of  the  projected 
monthly  repayment  given  the  level  of  indebt- 
edness over  a  2-.  4-,  or  5-year  college  career: 

"(9)  an  explanation  of  any  special  options 
the  borrower  may  have  for  loan  consolida- 
tion or  other  refinancing  of  the  loan: 

"(10)  a  statement  that  the  borrower  has 
the  right  to  prepay  all  or  part  of  the  loan,  at 
any  time,  without  penalty,  a  statement  sum- 
marising circumstances  in  which  repay- 
ment of  the  loan  or  interest  that  accrues  on 
the  loan  may  be  deferred,  and  a  brief  notice 
of  the  program  for  repayment  of  loans,  on 
the  basis  of  military  service,  pursuant  to 
section  902  of  the  Department  of  Defense  Au- 
thorisation Act,  1981  (10  U.S.C.  2141,  note): 

"(11)  a  definition  of  default  and  the  conse- 
quences to  the  borrower  if  the  borrower  de- 
faults, including  a  statement  that  the  de- 
fault may  be  reported  to  a  credit  bureau  or 
credit  reporting  agency: 

"(12)  to  the  extent  practicable,  the  effect  of 
accepting  the  loan  on  the  eligibility  of  the 
borrower  for  other  forms  of  student  assist- 
ance: and 

"(13)'an  explanation  of  any  cost  the  bor- 
rower may  incur  in  the  making  or  collection 
of  the  loan. 

"(b)  Disclosure  Required  Prior  to  Repay- 
ment. —Each  institution  of  higher  education 
shall  enter  into  an  agreement  with  the  Secre- 
tary under  which  the  institution  will  prior 
to  the  start  of  the  repayment  period  of  the 
student  borrower  on  loans  made  under  this 


part,  disclose  to  the  student  borrower  the  in- 
formation required  under  this  subsection. 
Any  disclosure  required  by  this  subsection 
may  be  made  by  an  institution  of  higher 
education  either  in  a  promissory  note  evi- 
dencing the  loan  or  loans  or  in  a  written 
statement  provided  to  the  borrower.  The  dis- 
closures shall  include— 

"(1)  the  name  of  the  institution  of  higher 
education,  and  the  address  to  which  commu- 
nications and  payments  should  be  sent: 

"(2)  the  scheduled  date  upon  which  the  re- 
payment period  is  to  begin: 

"(3)  the  estimated  balance  owed  by  the 
borrower  on  the  loan  or  loans  covered  by  the 
disclosure  as  of  the  scheduled  date  on  which 
the  repayment  period  is  to  begin  (including, 
if  applicable,  the  estimated  amount  of  inter- 
est to  be  capitalised): 

"(4)  the  stated  interest  rate  on  the  loan  or 
loans,  or  the  combined  interest  rate  of  loans 
with  different  stated  interest  rates: 

"(5)  the  nature  of  any  fees  which  may 
accrue  or  be  charged  to  the  borrower  during 
the  repayment  period: 

"(6)  the  repayment  schedule  for  ail  loans 
covered  by  the  disclosure  including  the  date 
the  first  installment  is  due.  and  the  number, 
amount,  and  frequency  of  required  pay- 
ments: 

"(7)  an  explanation  of  any  special  options 
the  borrower  may  have  for  loan  consolida- 
tion or  other  refinancing  of  the  loan: 

"(8)  the  projected  total  of  interest  charges 
which  the  borrower  will  pay  on  the  loan  or 
loans,  assuming  that  the  borrower  makes 
payments  exactly  in  accordance  with  the  re- 
payment schedule:  and 

"(9)  a  statement  that  the  borrower  has  the 
right  to  prepay  all  or  part  of  the  loan  or 
loans  covered  by  the  disclosure  at  any  time 
without  penalty. 

"(c)  Costs  and  Effects  of  Disclosures.— 
Such  information  shall  be  available  without 
cost  to  the  borrower.  The  failure  of  an  eligi- 
ble institution  to  provide  information  as  re- 
quired by  this  section  shall  not  (1)  relieve  a 
borrower  of  the  obligation  to  repay  a  loan  in 
accordance  with  its  terms.  (2)  provide  a 
basis  for  a  claim  for  civil  damages,  or  (3)  be 
deemed  to  abrogate  the  obligation  of  the  Sec- 
retary to  make  payments  with  respect  to 
such  loan. 

"TERMS  OF  loans 

"Sec.  464.  (a)  Terms  and  Conditions.— (1) 
Loans  from  any  student  loan  fund  estab- 
lished pursuant  to  an  agreement  under  sec- 
tion 463  to  any  student  by  any  institution 
shall  subject  to  such  conditions,  limita- 
tions, and  requirements  as  the  Secretary 
shall  prescribe  by  regulation,  be  made  on 
such  terms  and  conditions  as  the  institution 
may  determine. 

"(2)  The  aggregate  of  the  loans  for  all 
years  made  by  institutions  of  higher  educa- 
tion from  loan  funds  established  pursuant 
to  agreements  under  this  part  may  not 
exceed— 

"(A)  $18,000  in  the  case  of  any  graduate  or 
professional  student  (as  defined  by  regula- 
tions of  the  Secretary,  and  including  any 
loans  from  such  funds  made  to  such  person 
before  he  became  a  graduate  or  professional 
student): 

"(B)  $9,000  in  the  case  of  a  student  who 
has  successfully  completed  2  years  of  a  pro- 
gram of  education  leading  to  a  bachelor's 
degree,  but  who  has  not  completed  the  work 
necessary  for  such  a  degree  (determined 
under  regulations  of  the  Secretary,  and  in- 
cluding any  loans  from  such  funds  made  to 
such  person  before  he  became  such  a  stu- 
dent): and 
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"iCI  S4.500  in  the  case  of  any  other  stu- 
dent. 

■(31  Regulations  of  the  Secretary  under 
paragraph  (1)  shall  be  designed  to  prevent 
the  impairment  of  the  capital  student  loan 
funds  to  the  maximum  extent  practicable 
and  with  a  view  toward  the  objectii-e  of  ena- 
bling the  student  to  complete  his  course  of 
study. 

■■(b)  Demonstration  of  Need  and  Ei.uhbil- 
nv  Required.— 11)  A  loan  from  a  student 
loan  fund  assisted  under  this  part  may  be 
made  only  to  a  student  who  demonstrates  fi- 
nancial need  in  accordance  with  part  F  of 
this  title  and  who  meets  the  requirements  of 
section  484. 

•12)  If  the  institution's  Federal  capital 
contribution  under  section  462  is  directly  or 
indirectly  based  in  part  on  the  financial 
need  demonstrated  by  students  attending 
the  institution  less  than  full  time,  a  reason- 
able proportion  of  the  loans  under  this  part 
shall  be  made  available  to  such  students. 

■■(c)  Contents  of  Loan  Agreement.— H) 
Any  agreement  between  an  institution  and  a 
student  for  a  loan  from  a  student  loan  fund 
assisted  under  this  part— 

■■(A)  shall  be  evidenced  by  note  or  other 
written  instrument  which,  except  as  provid- 
ed in  paragraph  (21.  provides  for  repayment 
of  the  principal  amount  of  the  loan,  together 
with  interest  thereon,  in  equal  installments 
(or.  if  the  borrower  so  requests,  in  graduated 
periodic  installments  determined  in  accord- 
ance with  such  schedules  as  may  be  ap- 
proved by  the  Secretary)  payable  quarterly, 
bimonthly,  or  monthly,  at  the  option  of  the 
institution,  over  a  period  beginning  nine 
months  after  the  date  on  which  the  student 
ceases  to  carry,  at  an  institution  of  higher 
education  or  a  comparable  institution  out- 
side the  United  States  approved  for  this  pur- 
pose by  the  Secretary,  at  least  one-half  the 
normal  full-time  academic  workload,  and 
ending  10  years  and  9  months  after  such 
date  except  that  such  period  may  begin  ear- 
lier than  9  months  after  such  date  upon  the 
request  of  the  borrower: 

■(B)  shall  include  provision  for  accelera- 
tion of  repayment  of  the  whole,  or  any  part, 
of  such  loan,  at  the  option  of  the  borrower: 
■■(C)(i)  may  provide,  at  the  option  of  the 
institution,  m  accordance  with  regulations 
of  the  Secretary,  that  during  the  repayment 
period  of  the  loan,  payments  of  principal 
and  interest  by  the  borrower  with  respect  to 
all  outstanding  loans  made  to  the  student 
from  a  student  loan  fund  assisted  under  this 
part  shall  be  at  a  rate  equal  to  not  less  than 
S30  per  month,  except  that  the  institution 
may.  subject  to  such  regulations,  permit  a 
borrower  to  pay  less  than  $30  per  month  for 
a  period  of  not  more  than  one  year  where 
npcessary  to  avoid  hardship  to  the  borrower, 
but  without  extendinj  the  lOyear  maximum 
repayment  period  provided  for  in  subpara- 
graph (A)  of  this  paragraph:  and 

■(it)  may  provide  that  the  total  payments 
by  a  borrower  for  a  monthly  or  similar  pay- 
ment period  with  respect  to  the  aggregate  of 
all  loans  held  by  the  institution  may.  when 
the  amount  of  a  monthly  or  other  similar 
payment  is  not  a  multiple  of  $5.  be  rounded 
to  the  next  highest  whole  dollar  amount  that 
is  a  multiple  of  $S: 

•(D)  shall  provide  that  the  loan  shall  bear 
interest,  on  the  unpaid  balance  of  the  loan, 
at  the  rate  of  li)  3  percent  per  year,  (ii)  4 
percent  per  year  in  the  case  of  any  loan 
made  on  or  after  July  1,  1981,  or  (Hi)  5  per- 
cent per  year  in  the  case  of  any  loan  made 
on  or  after  October  1,  1981,  except  that  no 
interest  shall  accrue  (I)  prior  to  the  begin- 
ning date  of  repayment  determined   under 


subparagraph  (A)(i),  or  (ID  during  any 
period  m  which  repayment  is  suspended  by 
reason  of  paragraph  (2): 

■(E)  unless  the  borrower  is  a  minor  and 
the  note  or  other  evidence  of  obligation  exe- 
cuted by  him  would  not,  under  applicable 
law,  create  a  binding  obligation,  shall  pro- 
vide that  the  loan  shall  be  made  without  se- 
curity and  without  endorsement: 

■■(Fi  shall  provide  that  the  liability  to 
repay  the  loan  shall  be  canceled  upon  the 
death  of  the  borrower,  or  if  he  becomes  per- 
manently and  totally  disabled  as  determined 
in  accordance  with  regulations  of  the  Secre- 
tary: 

■■(G)  shall  provide  that  no  note  or  evi- 
dence of  obligation  may  be  assigned  by  the 
lender,  except  upon  the  transfer  of  the  bor- 
rower to  another  institution  participating 
under  this  part  (or,  if  not  so  participating, 
is  eligible  to  do  so  and  is  approved  by  the 
Secretary  for  such  purpose),  to  such  institu- 
tion, and  except  as  necessary  to  carry  out 
section  463(a)(6): 

■(H)  pursuant  to  regulations  of  the  Secre- 
tary, shall  provide  for  an  assessment  of  a 
charge  with  respect  to  the  loan  for  failure  of 
the  borrower  to  pay  all  or  part  of  an  install- 
ment when  due.  which  shall  include  the  ex- 
penses reasonably  incurred  m  attempting 
collection  of  the  loan,  to  the  extent  permit- 
ted by  the  Secretary,  except  that  no  charge 
imposed  under  this  subparagraph  shall 
exceed  20  percent  of  the  amount  of  the 
monthly  payment  of  the  borrower:  and 

■(I)  shall  contain  a  notice  of  the  system  of 
disclosure  of  information  concerning  de- 
fault on  such  loan  to  credit  bureau  organi- 
sations under  section  463(c). 

■■(2)(Al  No  repayment  of  principal  of,  or 
interest  on.  any  loan  from  a  student  loan 
fund  assisted  under  this  part  shall  be  re- 
quired during  any  period  in  which  the  bor- 
rower— 

■(i)  is  carrying  at  least  one-half  the 
normal  full-time  academic  workload  at  an 
institution  of  higher  education  or  at  a  com- 
parable institution  outside  the  United 
States  which  is  approved  for  thi^  purpose  by 
the  Secretary: 

■■(ii)  is  a  member  of  the  Armed  Forces  of 
the  United  States,  is  an  active  duty  member 
of  the  National  Oceanic  and  Atmospheric 
Administration  Corps,  or  is  an  officer  in  the 
Commissioned  Corps  of  the  Public  Health 
Service: 

■■(Hi)  is  in  service  as  a  volunteer  under  tiie 
Peace  Corps  Act: 

■■(iv)  is  in  service  as  a  volunteer  under  the 
Domestic  Volunteer  Act  of  1973: 

"(v)  is  in  service,  comparable  to  th  •  serv- 
ice referred  to  in  clauses  (Hi)  and  (iv),  as  a 
full-time  volunteer  for  an  organisation 
which  is  exempt  from  taxation  under  sec- 
tion 501(c)(3)  of  the  Internal  Revenue  Code 
of  1954: 

•■(vi)  is  serving  an  internship,  the  success- 
ful completion  of  which  is  required  in  order 
to  receive  professional  recognition  required 
to  begin  professional  practice  or  sennce: 

"(vii)  is  temporarily  totally  disabled  (as 
defined  in  section  435(g)),  as  established  by 
sworn  affidavit  of  a  qualified  physician,  or 
during  which  the  borrower  is  unable  to 
secure  employment  by  reason  of  the  care  re- 
quired by  a  dependent  who  is  so  disabled; 

"(viii)  is  on  parental  leave,  as  defined  in 
section  435(h):  or 

■•(ix)  is  a  mother  with  preschool  age  chil- 
dren who  is  just  entering  or  reentering  the 
workforce  and  who  is  compensated  at  a  rate 
not  to  exceed  $1  in  excess  of  the  rate  pre- 
scribed by  section  6  of  the  Fair  Labor  Stand- 
ards Act  of  1938. 


The  period  during  which  repayment  may  be 
deferred  by  reason  of  clause  (ii),  (Hi),  (iv), 
(V).  or  (vii)  shall  not  exceed  3  years.  The 
'period  during  which  repayment  may  be  de- 
ferred by  reason  of  clause  (vi)  shall  not 
exceed  2  years.  The  period  during  which  re- 
payment may  be  deferred  by  reason  of  clause 
(viii)  shall  not  exceed  6  months.  The  period 
during  which  the  repayment  may  be  deferred 
by  reason  of  clause  (ix)  shall  not  exceed  12 
months. 

■■(B)  Any  period  during  which  repayment 
is  deferred  under  subparagraph  (A)  shall  not 
be  included  in  computing  the  10-year  maxi- 
mum period  provided  for  in  subparagraph 
(A)  of  paragraph  (1). 

■(C)  No  repayment  of  principal  of,  or  in- 
terest on,  any  loan  for  any  period  of  study, 
sen^ice,  or  disability  described  in  subpara- 
graph (A)  or  any  combination  thereof  shall 
begin  until  6  months  after  the  completion  of 
such  period  of  study,  service,  disability,  or 
combination  thereof. 

■■(3)(A)  The  Secretary  is  authorized,  when 
good  cause  is  shown,  to  extend,  in  accord- 
ance with  regulations,  the  10-ycar  maximum 
repayment  period  provided  for  in  subpara- 
graph (A)  of  paragraph  (1)  with  respect  to 
individual  loans. 

■■(B)  Pursuant  to  uniform  criteria  estab- 
lished by  the  Secretary,  the  repayment 
period  for  any  student  borrower  who  during 
the  repayment  period  is  a  low-income  indi- 
vidual may  be  extended  for  a  period  not  to 
exceed  10  years  and  the  repayment  schedule 
may  be  adjusted  to  reflect  the  income  of  that 
individual. 

••(4)  The  institution  may  elect— 

"(A)  to  add  the  amount  of  any  charge  im- 
posed under  paragraph  (1)(H)  to  the  princi- 
pal amount  of  the  loan  as  of  the  first  day 
after  the  day  on  which  the  installment  was 
due  and  to  notify  the  borrower  of  the  assess- 
ment of  the  charge:  or 

■■(B)  to  make  the  amount  of  the  charge 
payable  to  the  institution  not  later  than  the 
due  date  of  the  next  installment. 

■■(d)  Availability  of  Loan  Fund  to  All  Eli- 
gible STi'DENTS.—An  agreement  under  this 
part  for  payment  of  Federal  capital  contri- 
butions shall  include  provisions  designed  to 
make  loans  from  the  student  loan  fund  es- 
tablished pursuant  to  such  agreement  rea- 
sonably available  (to  the  extent  of  the  avail- 
able funds  in  such  fund)  to  all  eligible  stu- 
dents in  such  institutions  in  need  thereof. 

"cancellation  of  LOANS  FOR  CERTAIN  PUBLIC 
SER  VICE 

•Sec.  465.  (a)  Cancellation  of  Percentage 
OF  Debt  Based  on  Years  of  Qualifying 
Service.— (1)  The  percent  specified  in  para- 
graph (3)  of  this  subsection  of  the  total 
amount  of  any  loan  made  after  June  30, 
1972.  from  a  student  loan  fund  assisted 
under  this  part  shall  be  canceled  for  each 
complete  year  of  service  after  such  date  by 
the  borrower  under  circumstances  described 
in  paragraph  (2). 

"(2)  Loans  shall  be  canceled  under  para- 
graph (1)  for  service— 

'•(A)  as  a  full-lime  teacher  for  service  in  an 
academic  year  in  a  public  or  other  nonprofit 
private  elementary  or  secondary  school 
which  is  in  the  school  district  of  a  local  edu- 
cational agency  which  is  eligible  in  such 
year  for  assistance  pursuant  to  title  I  of  the 
Elementary  and  Secondary  Education  Act  of 
.'965.  and  which  for  the  purpose  of  this  para- 
graph and  for  that  year  has  been  determined 
by  the  Secretary  (pursuant  to  regulations 
and  after  consultation  with  the  State  educa- 
tional agency  of  the  State  in  which  the 
school  is  located)  to  be  a  school  in  which  the 
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enrollment  of  children  counted  under  sec- 
tion 111(c)  of  the  Elementary  and  Secondary 
Education  Act  of  1965  exceeds  30  percent  of 
the  total  enrollment  of  that  school  and  such 
determination  shall  not  be  made  with  re- 
spect to  more  than  50  percent  of  the  total 
number  of  schools  in  the  State  receiving  as- 
sistance under  such  title  i: 

"(B>  as  a  full-time  staff  member  in  a  pre- 
school program  carried  on  under  section 
222(a)(l>  of  the  Economic  Opportunity  Act 
of  1964  which  is  operated  for  a  period  which 
is  comparable  to  a  full  school  year  in  the  lo- 
cality if  the  salary  of  such  staff  member  is 
not  more  than  the  salary  of  a  comparable 
employee  of  the  local  educational  agency; 

"(C)  as  a  full-time  teacher  of  handicapped 
children  in  a  public  or  other  nonprofit  ele- 
mentary or  secondary  school  system^: 

"(D)  as  a  member  of  the  Armed  Forces  of 
the  United  States,  for  services  that  qualifies 
for  special  pay  under  section  310  of  title  37. 
United  States  Code,  as  an  area  of  hostilities; 
or 

"(E)  as  a  volunteer  under  the  Pence  Corps 
Act  or  a  volunteer  under  the  Dom.Mc  Vol- 
unteer Service  Act  of  1973. 
For  the  purpose  of  this  paragraph,  the  term 
'handicapped  children '  has  the  meaning  set 
forth  in  section  602(1)  of  the  Education  of 
the  Handicapped  Act. 

"(3)(A)  The  percent  of  a  loan  which  shall 
be  canceled  under  paragraph  (11  of  this  sub- 
section is— 

"(i)  in  the  case  of  service  described  in  sub- 
paragraph (A)  or  (C)  of  paragraph  (2).  at  the 
rate  of  15  percent  for  the  first  or  second  year 
of  such  service,  20  percent  for  the  third  or 
fourth  year  of  such  service,  and  30  percent 
for  the  fifth  year  of  such  service; 

"(ii)  in  the  case  of  serince  described  in 
subparagraph  (B)  of  paragraph  (2).  at  the 
rate  of  15  percent  for  each  year  of  such  serv- 
ice: 

"(Hi)  in  the  case  of  service  described  in 
subparagraph  (D)  of  paragraph  (2).  not  to 
exceed  a  total  of  50  percent  of  such  loan  at 
the  rate  of  12%  percent  for  each  year  of 
Qualifying  service;  or 

"(iv)  in  the  ca^e  of  service  described  in 
subparagraph  (E)  of  paragraph  (2)  at  the 
rate  of  15  percent  for  the  first  or  second  year 
of  such  service  and  20  percent  for  the  third 
or  fourth  year  of  such  service. 

"(B)  If  a  portion  of  a  loan  is  canceled 
under  this  subsection  for  any  year,  the 
entire  amount  of  interest  on  such  loan 
which  accrues  for  such  year  shall  be  can- 
celed. 

"(C)  Nothing  in  this  subsection  shall  be 
construed  to  authorize  refunding  of  any  re- 
payment of  a  loan. 

"(4)  For  the  purpose  of  this  subsection,  the 
term  'year'  where  applied  to  service  as  a 
teacher  means  academic  year  as  defined  by 
the  Secretary. 

"(5)  The  amount  of  a  loan,  and  interest  on 
a  loan,  which  is  canceled  under  this  section 
shall  not  be  considered  income  for  purposes 
of  the  Internal  Revenue  Code  of  1954. 

"(b)  Reimbursement  for  Cancellation.— 
The  Secretary  shall  pay  to  each  institution 
for  each  fiscal  year  an  amount  equal  to  the 
aggregate  of  the  amounts  of  loans  from  its 
student  loan  fund  which  are  canceled  pursu- 
ant to  this  section  for  such  year,  minus  an 
amount  equal  to  the  aggregate  of  the 
amounts  of  any  such  loans  so  canceled 
which  were  made  from  Federal  capital  con- 
tributions to  its  student  loan  fund  provided 
by  the  Secretary  under  section  468.  None  of 
the  funds  appropriated  pursuant  to  section 
461(b)  shall  be  available  for  payments  pur- 
suant to  this  subsection. 


"DISTRIBUTION  OF  ASSETS  FROM  STUDENT  LOAN 
FUNDS 

"Sec.  466.  (a)  In  General.— After  Septem- 
ber 30,  1996,  and  not  later  than  March  31. 
1997,  there  shall  be  a  capital  distribution  of 
the  balance  of  the  student  loan  fund  estab- 
lished under  this  part  by  each  institution  of 
higher  education  as  follows: 

"(1)  The  Secretary  shall  first  be  paid  an 
amount  which  t)ears  the  same  ratio  to  the 
balance  in  such  fund  at  the  close  of  Septem- 
ber 30.  1996,  as  the  total  amount  of  the  Fed- 
eral capital  contributions  to  such  fund  by 
the  Secretary  under  this  part  bears  to  the 
sum  of  such  Federal  contributions  and  the 
institution's  capital  contributions  to  such 
fund. 

"(2)  The  remainder  of  such  balance  shall 
be  paid  to  the  institution. 

"(b)  Distribution  of  Late  Collections.— 
After  March  31.  1997.  each  institution  with 
which  the  Secretary  has  made  an  agreement 
under  this  part,  shall  pay  to  the  Secretary 
the  same  proportionate  share  of  amounts  re- 
ceived by  this  institution  after  September 
30.  1996,  in  payment  of  principal  and  inter- 
est on  student  loans  made  from  the  student 
loan  fund  established  pursuant  to  such 
agreement  (which  amount  shall  be  deter- 
mined after  deduction  of  any  costs  of  litiga- 
tion incurred  in  collection  of  the  principal 
or  interest  on  loans  from  the  fund  and  not 
already  reimbursed  from  the  fund  or  from 
such  payments  of  principal  or  interest),  as 
was  determined  for  the  Secretary  under  sub- 
section (a). 

'(c)  Distribution  of  Excess  Capital.— 
Upon  a  finding  by  the  institution  or  the  Sec- 
retary prior  to  October  1,  1997,  that  the 
liquid  assets  of  a  student  loan  fund  estab- 
lished pursuant  to  an  agreement  under  this 
part  exceed  the  amount  required  for  loans  or 
otherwise  in  the  foreseeable  future,  and 
upon  notice  to  such  institution  or  to  the 
Secretary,  as  the  case  may  be,  there  shall  be, 
subject  to  such  limitations  as  may  be  includ- 
ed in  regulations  of  the  Secretary  or  in  such 
agreement,  a  capital  distribution  from  such 
fund.  Such  capital  distribution  shall  be 
made  as  follows: 

"(1)  The  Secretary  shall  first  be  paid  an 
amount  which  bears  the  same  ratio  to  the 
total  to  be  distributed  as  the  Federal  capital 
contributions  by  the  Secretary  to  the  student 
loan  fund  prior  to  such  distribution  bear  to 
the  sum  of  such  Federal  capital  contribu- 
tions and  the  capital  contributions  to  the 
fund  made  by  the  institution. 

"(2)  The  remainder  of  the  capital  distribu- 
tion shall  be  paid  to  the  institution. 

"collection  of  defaulted  loans 

"Sec.  467.  (a)  Authority  of  Secretary  To 
Collect  Referred.  Transferred,  or  As- 
signed Loans.— With  respect  to  any  loan— 

"(1)  which  was  made  under  this  part,  and 

"(2)  which  is  referred,  transferred,  or  as- 
signed to  the  Secretary  by  an  institution 
with  an  agreement  under  section  463(a), 
the  Secretary  is  authorized  to  attempt  to  col- 
lect such  loan  by  any  means  authorized  by 
law  for  collecting  claims  of  the  United 
States  (including  referral  to  the  Attorney 
General  for  litigation)  and  under  such  terms 
and  conditions  as  the  Secretary  may  pre- 
scribe, including  reimbursement  for  ex- 
penses reasonably  incurred  in  attempting 
such  collection. 

"(b)  Collection  of  Referred,  Trans- 
ferred, or  Assigned  Loans.— The  Secretary 
shall  continue  to  attempt  to  collect  any  loan 
referred,  transferred,  or  assigned  under 
paragraph  (5)(A).  (5)(B)(i),  or  (6)  of  section 
463(a)  until  all  appropriate  collection  ef- 


forts, as  determined  by  the  Secretary,  have 
been  expended. 

"general  a  uthority  of  secretar  y 

"Sec.  468.  In  carrying  out  the  provisions 
of  this  part,  the  Secretary  is  authorized— 

"(11  to  consent  to  modification,  with  re- 
spect to  rate  of  interest,  time  of  payment  of 
any  iTistallment  of  principal  and  interest  or 
any  portion  thereof,  or  any  other  provision 
of  any  note  evidencing  a  loan  which  has 
been  made  under  this  part; 

"(2)  to  enforce,  pay,  compromise,  waive,  or 
release  any  right,  title,  claim,  lien,  or 
demand,  however  acquired,  including  any 
equity  or  any  right  of  redemption; 

"(3)  to  conduct  litigation  in  accordance 
with  the  provisions  of  section  432(a)(2i;  and 

"(4)  to  enter  into  a  contract  or  other  ar- 
rangement with  State  or  nonprofit  agencies 
and,  on  a  competitive  basis,  with  collection 
agencies  for  servicing  and  collection  of 
loans  under  this  part.  ". 

(b)  Effective  Dates.— (1)  The  changes 
made  in  sections  464(c)(1)(A),  464(c)(2),  and 
465(a)(2)(E)  of  the  Act  shall  apply  only  to 
loans  made  to  cover  the  costs  of  instruction 
for  periods  of  enrollment  beginning  on  or 
after  July  1.  1987,  to  individuals  who  are 
new  borrowers  on  that  date. 

(2)  Section  463(a)(9)  of  the  Act  as  amend- 
ed by  this  section  shall  apply  only  to  loans 
made  for  periods  of  enrollment  beginning  on 
or  after  July  1.  1987. 

(3)  For  the  purpose  of  this  subsection,  the 
term  "new  borrower"  means,  with  respect  to 
any  date,  an  individual  who  on  that  date 
has  no  outstanding  balance  of  principal  or 
interest  owing  on  any  loan  made  under  part 
E  of  title  IV  of  the  Act. 

SIX.  lOS.  AOl>ITIO\  in  A  St:W  HART  F  RELATISC  TO 
SEED  A.\AL}SIS  FOR  STIDE\T  ASSIST- 
AWE. 

(a)  Amendment.— Title  IV  of  the  Act  is  fur- 
ther amended  by  redesignating  part  F  as 
part  G  and  by  inserting  after  part  E  the  fol- 
lowing new  part: 

"Part  F—Need  Analysis 

"AMOUNT  of  NEED 

"Sec.  471.  Except  as  otherwise  provided 
therein,  the  amount  of  need  of  any  student 
for  financial  assistance  under  this  title 
(except  subparts  1  and  3  of  part  A)  is  equal 
to  the  cost  of  attendance  of  such  student 
minus  the  expected  family  contribution  for 
such  student. 

'  'COST  OF  A  TTENDA  NCE 

"Sec.  472.  For  the  purpose  of  this  title 
(except  for  subpart  1  of  part  A  and  subject  to 
section  478).  the  term  cost  of  attendance' 
means— 

"(1)  tuition  and  fees  normally  assessed  a 
student  carrying  the  same  academic  work- 
load as  determined  by  the  institution,  and 
including  costs  for  rental  or  purchase  of  any 
equipment,  materials,  or  supplies  required 
of  all  students  in  the  same  course  of  stttdy; 

"(2)  an  allowance  for  books,  supplies, 
transportation,  and  miscellaneous  personal 
expenses  for  a  student  attending  the  institu- 
tion on  at  least  a  half-time  basis,  as  deter- 
mined by  the  institution; 

"(3)  an  allowance  (as  determined  by  the 
institution)  for  room  and  board  costs  in- 
curred by  the  student  which— 

"(A)  shall  be  an  allowance  of  not  less  than 
$1,500  for  a  student  without  dependents  re- 
siding at  home  with  parents; 

"(B)  for  students  without  dependents  re- 
siding in  institutionally  owned  or  operated 
housing,  shall  be  a  standard  allowance  de- 
termined by  the  institution  based  on  the 
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amount  normaUy  assessed  most  of  its  resi- 
dents for  room  and  board:  and 

"tCl  for  all  other  students  shall  be  an  al- 
lowance based  on  the  expenses  reasonably 
incurred  by  such  sttidents  for  room  and 
board,  except  that  the  amount  may  not  be 
less  than  S2,S00: 

"(4)  for  less  than  half-time  students  (as  de- 
termined by  the  institution)  tuition  and  fees 
and  an  allotoance  for  only  books,  supplies, 
and  transportation  (as  determined  by  the 
institutionJ  and  dependent  care  expenses 
(in  accordance  with  paragraph  (7)1: 

"(5)  for  a  student  engaged  in  a  program  of 
study  by  correspondence,  only  tuition  and 
fees  and.  if  required,  books  and  supplies, 
travel,  and  room  and  board  costs  incurred 
specifically  in  fulfilling  a  required  period  of 
residential  training: 

"(6)  for  a  student  enrolled  in  an  academic 
program  which  normally  includes  a  formal 
program  of  study  abroad,  reasonable  costs 
associated  with  such  study  (as  determined 
by  the  institution): 

"(7)  for  a  student  with  one  or  more  de- 
pendents, an  allowance  (as  determined  by 
the  institution)  based  on  the  expenses  rea- 
sonably incurred  for  dependent  care  based 
on  the  number  and  age  of  such  dependents: 

"(8)  for  a  handicapped  student,  an  allow- 
ance (as  determined  by  the  institution)  for 
those  expenses  related  to  his  or  her  handi- 
cap, including  special  services,  transporta- 
tion, equipment,  and  supplies  that  are  rea- 
sonably incurred  and  not  provided  for  by 
other  assisting  agencies:  and 

"(9)  for  a  student  receiving  all  or  part  of 
his  or  her  instruction  by  means  of  telecom- 
munications technology,  no  distinction 
shall  be  made  with  respect  to  the  mode  of  in- 
struction in  determining  costs,  but  this 
paragraph  shall  not  be  construed  to  permit 
including  the  cost  of  rental  or  purchase  of 
equipment. 

"FAMILY  CONTRIBUTION 

"Sec.  473.  For  the  purpose  of  this  title, 
except  subparts  1  and  3  of  part  A,  the  term 
'family  contribution'  with  respect  to  any 
student  means  the  amount  which  the  stu- 
dent and  his  or  her  family  may  be  reason- 
ably expected  to  contribute  toward  his  or 
her  postsecondary  education  for  the  academ- 
ic year  for  which  the  determination  is  made, 
as  determined  in  accordance  with  this  part. 

"DATA  ELEMENTS  USED  IN  DETERMINING 
EXPECTED  FAMILY  CONTRIBUTION 

"Sec.  474.  The  following  data  elements  are 
considered  in  determining  the  expected 
family  contribution: 

"(1)  the  available  income  of  (A)  the  stu- 
dent and  his  or  her  spouse,  or  (B)  the  stu- 
dent (and  spouse)  and  the  student's  parents, 
in  the  case  of  a  dependent  student: 

"(2)  the  number  of  dependents  in  the 
family  of  the  student; 

"(3)  the  number  of  dependents  in  the 
family  of  the  student  who  are  enrolled  in.  on 
at  least  a  half-time  basis,  a  program  of  post- 
secondary  education  and  for  whom  the 
family  may  reasonably  be  expected  to  con- 
tribute to  their  postsecondary  education: 

"(4)  the  net  assets  of  (A)  the  student  and 
his  or  her  spouse,  and  (B)  the  student  (and 
spouse)  and  the  student's  parents,  in  the 
case  of  a  dependent  student: 

"(S)  the  marital  status  of  the  student: 


"(6)  any  unusual  medical  and  dental  ex- 
penses of  (A)  the  student  and  the  student's 
parents,  in  the  case  of  a  dependent  student, 
or  IB)  the  student  and  his  or  her  dependents, 
in  the  case  of  an  independent  student: 

"(7)  the  number  of  dependent  children 
other  than  the  student  enrolled  in  a  private 
elementary  or  secondary  institution  and  the 
unreimbursed  tuition  paid  (A)  in  the  case  of 
a  dependent  student,  by  the  student's  par- 
ents for  such  dependent  children,  or  (B)  in 
the  case  of  an  independent  student  with  de- 
pendents, by  the  student  or  his  or  her  spouse 
for  such  dependent  children  who  are  so  en- 
rolled: and 

"(81  the  additional  expenses  incurred  (A) 
in  the  case  of  a  dependent  student,  when 
both  parents  of  the  student  are  employed  or 
when  the  family  is  headed  by  a  single  parent 
who  is  employed,  or  (B>  in  the  case  of  an  in- 
dependent student,  when  both  the  student 
and  his  or  her  spouse  are  employed  or  when 
the  employed  student  qualifies  as  a  surviv- 
ing spouse  or  as  a  head  of  a  household  under 
section  2  of  the  Internal  Revenue  Code  of 
1954. 

"FAMILY  CONTRIBUTION  FOR  DEPENDENT 
STUDENTS 

"Sec  473.  (a)  Computation  of  Expected 
Family  Co  'tribution.—Fot  each  dependent 
student  the  expected  family  contribution  is 
equal  to  the  sum  of— 

"(11  the  parents'  contribution  from  adjust- 
ed available  income  (determined  in  accord- 
ance with  subsection  (b)l: 

"(2)  the  student  (and  spouse)  contribution 
from  available  income  (determined  in  ac- 
cordance with  subsection  (g)):  and 

"(3)  the  student  (and  spouse)  income  sup- 
plemental amount  from  assets  (determined 
in  accordance  with  subsection  (h)). 

"(bi  Parents'  Contribution  From  Adjust- 
ed Available  Income.— The  parents'  contri- 
bution from  adjusted  available  income  is 
equal  to  the  amount  determined  by— 

"(1)  computing  adjusted  available  income 
by  adding— 

"(A)  the  parents'  available  income  (deter- 
mined in  accordance  with  subsection  (c)i: 
and 

"(B)  the  parents'  income  supplemental 
amount  from  assets  (determined  in  accord- 
ance with  subsection  (d)): 

"(2)  assessing  such  adjusted  available 
income  in  accordance  with  the  assessment 
schedule  set  forth  in  subsection  (e):  and 

"(31  dixnding  the  assessment  resulting 
under  paragraph  (2)  by  the  number  of 
family  members  who  will  be  attending,  on  at 
least  a  half-time  basis,  a  program  of  postsec- 
ondary education  during  the  award  period 
for  which  assistance  under  this  title  is  re- 
quested; 

except  that  the  amount  determined  under 
this  subsection  shall  not  be  less  than  zero. 

"(c)  Parents'  Available  Income.— 

"(1)  In  oENERAL.—The  parents'  available 
income  is  determined  by  deducting  from 
total  income  (as  defined  in  section  480)— 

"(A)  Federal  income  taxes; 

"(B)  an  allowance  for  State  and  other 
taxes,  determined  in  accordance  with  para- 
graph (2); 

"(C)  an  allowance  for  social  security 
taxes,  determined  in  accordance  with  para- 
graph (3); 
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"(D)  a  standard  maintenance  allowance, 
determined  in  accordance  with  paragraph 
(4); 

"(E)  an  employment  expense  allowance, 
determined  in  accordance  with  paragraph 
(5): 

"(F)  a  medical-dental  expense  allowance, 
determined  in  accordance  with  paragraph 
(6);  and 

"(G)  an  educational  expense  allowance, 
determined  in  accordance  with  paragraph 
(7). 

"(2)  Allowance  for  State  and  other 
taxes.— The  allowance  for  State  and  other 
taxes  is  equal  to  an  amount  determined  by 
multiplying  total  income  (as  defined  in  sec- 
tion 480)  by  a  percentage  determined  ac- 
cording to  the  following  table  (or  a  successor 
table  prescribed  by  the  Secretary  under  sec- 
tion 479): 

"Percentages  for  Computation  of  State 
and  Other  Tax  Allowance 


1/  parents'  state  or 

territory  of  residence 

is— 


And  parents'  total 
income  is— 


Less  than 
SI  5.000 


1 15.000  or 
more 


then  the  percentage  is- 


Alaska.  Puerto  Rico.  Wy- 
oming  

American  Samoa.  Guam. 
Louisiana.  Nevada. 
Texas.  Trust  Territory. 
Virgin  Islands 

Florida.    South    Dakota, 

Tennessee.  New  Mexico- 
North  Dakota.  Washing- 
ton  

Alabama.  Arizona.  Ar- 
kansas. Indiana.  Mis- 
sissippi. Missouri. 
Montana.  Neu-  Hamp- 
shire. Oklahoma.  West 
Virginia 

Colorado.  Connecticut. 
Georgia.  Illinois, 
Kansas.  Kentucky..!. 

California.  Delaware, 
Idaho.  Iowa.  Nebraska, 
North  Carolina.  Ohio, 
Pennsylvania.  South 
Carolina.  Utah.  Ver- 
mont. Virginia, 
Canada.  Mexico 

Afainf.  New  Jersey 

District  of  Columbia, 
Hawaii.  Maryland, 
Massachusetts.  Oregon. 
Rhode  Island 

Michigan.  Minnesota 

Wisconsin 

New  York 


9 

8 

10 

$ 

11 

10 

12 

11 

13 

12 

14 

13 

"(3)  Allowance  for  social  security 
TAXES.— The  allowance  for  social  security 
taxes  is  equal  to  the  amount  earned  by  each 
parent  multiplied  by  the  social  security 
withholding  rate  appropriate  to  the  tax  year 
of  the  earnings,  up  to  the  maximum  statuto- 
ry social  security  tax  withholding  amount 
for  that  same  tax  year. 

"(4)  Standard  maintenance  allowance.— 
The  standard  maintenance  allowance  is  the 
amount  of  reasonable  living  expenses  that 
would  be  associated  with  the  maintenance 
of  an  individual  or  family.  The  standard 
maintenance  allowance  is  determined  by  the 
following  table  (or  a  successor  table  pre- 
scril>ed  by  the  Secretary  under  section  479): 


UMI 
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"Standard  Maintenance  Allowance 


Number  in  college 


Family  size  'including  student) 


\ »«.3«0 

\ : r .: lOMO 

i " 12.890 

* 15.210 

0 /7  79(^ 

For  each  additional  add 2.010 
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for  each 
additional 
subtracL 


$e.9S0  

9.010         t7.S80  

11.460  10.030  tS.SOO  

13.780  12.350  10.920  t8.490  

16.360  14.930  13.500  12.070  1.430 

2.010  2.010  2.010  2.010 


"(S)  Employment  expense  allowance.— The 
employment  expense  allowance  is  deter- 
mined as  follows: 

"(A)  If  both  parents  were  employed  in  the 
year  for  which  their  income  is  reported  and 
both  have  their  incomes  reported  in  deter- 
mining the  expected  family  contribution, 
such  allowance  is  equal  to  the  lesser  of 
S2,100  or  35  percent  of  the  earned  income  of 
the  parent  with  the  lesser  earned  income. 

"(Bl  If  a  parent  qualifies  as  a  head  of 
household  as  defined  in  section  2  of  the  In- 
ternal Revenue  Code,  such  allowance  is 
equal  to  the  lesser  of  $2,100  or  35  percent  of 
his  or  her  earned  income. 

For  any  award  year  after  award  year  1987- 
1988,  this  paragraph  shall  be  applied  by  in- 
creasing the  dollar  amount  specified  in  sub- 
paragraphs (A)  and  (B)  to  reflect  increases 
in  the  amount  and  percent  of  the  Lureau  of 
Labor  Standards  budget  of  the  marginal 
costs  for  meals  away  from  home,  apparel 
and  upkeep,  transportation,  and  housekeep- 
ing services  for  a  two-worker  versus  one- 
worker  family. 

"f6J  Medical-dental  expense  allowance.— 
The  medical-dental  expense  allowance  is 
equal  to  the  amount  by  which  the  sum  of  un- 
reimbursed medical  and  dental  expenses,  in- 
cluding medical  insurance  premiums,  ex- 
ceeds 5  percent  of  the  total  income  of  the 
parents. 

"(7)  Educational  expense  allowance.— TTie 
educational  expense  allowance  is  equal  to 
the  unreimbursed  tuition  and  fees  paid  by 
the  student's  parents  for  each  dependent 
child,  other  than  the  student,  enrolled  in  an 
elementary  or  secondary  school,  not  to 
exceed  for  each  such  child  the  national  aver- 
age per  pupil  instructional  cost  as  published 
by  the  National  Center  for  Educational  Sta- 
tistics using  the  most  recent  available  data. 

"(d)  Parents'  Income  Supplemental 
Amount  From  Assets.— 

"ID  In  GENERAU-The  parents'  income  sup- 
plemental amount  from  assets  is  equal  to— 

"(A)  the  parental  net  worth  (determined  in 
accordance  with  paragraph  (2)1;  minus 

"(B)  the  asset  protection  allowance  (deter- 
mined in  accordance  with  paragraph  (3)); 
multiplied  by 

"(C)  the  asset  conversion  rate  (determined 
in  accordance  with  paragraph  (4)). 

"(2)  Parental  net  worth.— The  parental 
net  worth  is  calculated  by  adding— 

"(A)  the  current  balance  of  checking  and 
savings  accounts  and  cash  on  hand; 

"(B)  the  net  value  of  investments  and  real 
estate,  including  the  net  value  of  the  princi- 
pal place  of  residence  except  in  the  case  of  a 
dislocated  worker  (certified  in  accordance 
with  title  III  of  the  Job  Training  Partner- 
ship Act)  or  a  dislocated  homemaker  (as  de- 
fined in  section  480(e)  of  this  Act);  and 


"(C)  the  adjusted  net  worth  of  a  business 
or  farm,  computed  on  the  basis  of  the  net 
worth  of  such  business  or  farm  (hereafter  in 
this  subsection  referred  to  as  'NW'),  deter- 
mined in  accordance  with  the  following 
table  (or  a  successor  table  prescribed  by  the 
Secretary  under  section  479): 

"Adjusted  Net  Worth  of  a  Business  or 
Farm 

If   the    net    worth    of  a    Then    the    adjusted    net 
business  or  farm  is—  worth  is: 

Less  than  SI tO 

S1-S65.000 40  percent  of  NW 

Se5.OOl-S19S.O00 S26.000   plus   50   percent 

of  NW  over  $65,000 
S195.OO1-S325.OO0 $91,000  plus  60  percent 

of  NW  over  $195,000 
$325,001  of  more $169,000  plus  100  percent 

of  NW  over  $325,000 

"(3)  Asset  protection  allowance.— The 
asset  protection  allowance  is  calculated  ac- 
cording to  the  following  table: 


"Asset  Protection  Allowances  for 
Families  and  Students 


If  the  age  of  the  oldett 
parent  is— 

'"",             one  parent 

parents 

then  the  asset  protec 

lion  allowance  ts— 

25  or  leu 

$0 

$0 

26 

1.900 

1.500 

27 

3.900 
5.800 

3,000 

28 

4,500 

29 

7.800 

6.100 

30 

9.700 

7.600 

31 

11,700 
13,600 

9.100 

32 

10.600 

33 

15,600 

12.100 

34 

17,500 

13.600 

35 

19.500 

15.100 

36 

21.400 

16.600 

37 

23,400 

18.200 

38 

25,300 

19.700 

39 

27.300 

21.200 

40 

29.200 

22. 700 

41 

30.000 

23.200 

42 

30,800 

23.800 

43 „ 

31.600 

24.200 

44 

32.500 

24.800 

45 

33.300 

25.400 

46 

34.200 

26,100 

47 

35.200 

26.700 

48 

36.100 

27.200 

49 

37.300 

27.900 

50 

38.300 

28.800 

51 

39.600 

29.500 

52 

40.900 

30.300 

53 

42.000 

31.000 

54 

43,400 

32.000 

55 

44,800 

32.800 

56 

46.300 

33.800 

57           .         ... 

48.100 

34.600 

58 

49.700 

35. 700 

59 

51.600 

36.800 

60 

53,300 

37,900 

61 

55,300 

39,000 

«2 

57.400 

40.200 

63 

59.600 

41,400 

64 

61.800 

42.600 

65  or  more 

64.100 

44.100 

"(4)  Asset  conversion  rate.— The  asset 
conversion  rate  is  determined  as  follows: 

"(A)  if  the  parental  net  worth  (determined 
in  accordance  with  paragraph  (2))  minus 
the  asset  protection  allowance  (determined 
in  accordance  with  paragraph  (3))  is  equal 
to  or  greater  than  zero,  the  conversion  rate 
is  12  percent: 

"(Bl  if  such  parental  net  worth  minus 
such  asset  protection  allowance  is  less  than 
zero  and  the  parents'  contribution  from 
available  income  (determined  in  accordance 
with  subsection  (cl)  is  greater  than  $15,000, 
the  conversion  rate  is  zero  percent: 

"(C)  if  such  parental  net  worth  minus 
such  asset  protection  allowance  is  less  than 
zero  and  such  parents'  available  income  is 
equal  to  or  greater  than  zero  but  less  than 
$15,000.  the  conversion  rate  (rounded  to  3 
decimal  places)  is  equal  to  6  percent  multi- 
plied by  a  fraction— 

"(i)  the  numerator  of  which  is  equal  to 
$15,000  minus  such  parents'  available 
income:  and 

"(ii)  the  denominator  of  which  is  $15,000; 
and 

"(D)  if  such  parental  net  worth  minus 
such  asset  protection  allowance  is  less  than 
zero  and  such  parents'  available  income  is 
equal  to  or  less  than  zero,  the  conversion 
rate  is  6  percent. 

"(e)  Assessment  Schedule.— The  adjusted 
available  income  (as  determined  under  sub- 
section (b)ilJ  and  hereafter  in  this  subsec- 
tion referred  to  as  'AAl'i  is  assessed  accord- 
ing to  the  following  table  (or  a  successor 
table  prescribed  by  the  Secretary  under  sec- 
tion 479): 

"Parents'  Assessment  Prom  Adjusted 
Available  Income  (AAIi 

If  AAI  is—  Then  the  assessment  is— 

Less  than  $3.409 -$750 

$3,409  to  $7.500 22%  of  AAI 

$7,501  to  $9.400 $1,650    +    25%    of    AAI 

over  $7,500 

$9,401  to  $11.300 $2,125    *    29%    of    AAI 

over  $9,400 

$11,301  to  $13.200 $2,676  +  34%  of  AAI 

over  $11,300 

$13,201  to  $15.100 $3,322     *     40%    of    AAI 

over  $13,200 

$15,101  or  more $4,082     -     47%    of    AAI 

over  $15,100 

"(f)  Computations  in  Case  of  Separation, 
Divorce,  Remarriage,  or  Death.— 

"(1)  Divorced  or  separated  parents.— 
Income  for  a  student  whose  parents  are  di- 
vorced or  separated  is  determined  under  the 
following  procedures: 
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"I A)  Include  only  the  income  of  the  parent 
with  whom  the  student  resided  for  the  great- 
er portion  of  the  12-month  period  preceding 
the  date  of  the  application. 

"(Bl  If  the  preceding  criterion  does  not 
apply,  include  only  the  incom.e  of  the  parent 
who  provided  the  greater  portion  of  the  stu- 
dent's support  for  the  12-month  period  pre- 
ceding the  date  of  application. 

"Id  If  neither  cf  the  preceding  criteria 
apply,  include  only  the  income  of  the  parent 
who  provided  the  greater  support  during  the 
most  recent  calendar  year  for  which  paren- 
tal support  was  provided. 

"12)  Death  of  a  parent.— Income  in  the 
case  of  the  death  of  any  parent  is  deter- 
mined as  follows: 

"lAJ  If  either  of  the  parents  have  died,  the 
student  shall  include  only  the  income  of  the 
surviving  parent 

"(B)  If  both  parents  have  died,  the  student 
shall  not  report  any  parental  income. 

"13)  Remarried  parents.— Income  in  the 
case  of  a  parent  whose  income  is  taken  into 
account  under  paragraph  (1)  of  this  subsec- 
tion, or  a  parent  who  is  a  widow  or  widower 
and  whose  income  is  taken  into  account 
under  paragraph  (2)  of  this  subsection,  has 
remarried,  is  determined  as  follows:  The 
income  of  that  parent's  spouse  shall  be  in- 
cluded in  determining  the  student's  atinual 
adjusted  family  income  if— 

"(A)  the  student's  parent  and  the  steppar- 
ent are  married  as  of  the  date  of  application 
for  the  award  year  concerned:  and 

"(Bl  the  student  is  not  an  independent 
student. 

"(g)  Student  Contribution  From  Avail- 
able Income.— 

"ID  In  GENERAL.— The  student  (and  spouse) 
contribution  from  available  income  is  equal 
to  the  greater  of— 

"(A)  a  mandatory  self-help  amount  of  $700 
for  a  first-year  undergraduate  student: 

"(B)  a  mandatory  self-help  amount  of  $900 
for  any  other  student:  or 

"(C)  an  amount  equal  to  70  percent  of  the 
student's  total  income  (determined  in  ac- 
cordance with  section  480)  minus  the  ad- 
justment to  student  (and  spouse)  income 
(determined  in  accordance  with  paragraph 
(3)). 

"(2)  Adjustment  to  student  /and  spouse> 
INCOME.— The  adjustment  to  student  (and 
spouse)  income  is  equal  to  the  sum  of— 

"(A)  estimated  Federal  income  taxes  of  the 
student  (and  spouse); 

"(B)  an  allowance  for  State  and  local 
income  taxes  (determined  in  accordance 
with  paragraph  (3)):  and 

"(C>  an  allowance  for  social  security  taxes 
determined  in  accordance  with  paragraph 
(4). 

"(3)  Allowance  for  State  and  local 
INCOME  TAXES.— The  ollowancc  for  State  and 
local  income  taxes  is  equal  to  an  amount  de- 
termined by  multiplying  total  taxable 
income  (as  defined  in  section  480)  by  a  per- 
centage determined  according  to  the  follow- 
ing table: 

"Percentages  for  Computation  of  State 
AND  Local  Income  Tax  Allowance 

If  the  students'  Stale  or        The  percentage  is — 
territory  of  residence 
is— 
Alatka,   American   Samoa,    Florida, 
Gruam,     Nevada,     South     Dakota. 
Tennessee,  Texas,  Trust  Territory. 
Virtnn  Islands,   Washington,   Wyo- 
ming.   0 


Connecticut.  Louisiana.  Puerto  Rico  1 

Arizona,      New      Hampshire,      New 

Mexico.  North  Dakota 2 

Alabama,  Colorado.  Illinois.  Indi- 
ana. Kansas.  Mississippi.  Missou- 
ri. Montana.  Nebraska,  New  Jersey, 
Oklahoma 3 

Arkansas,  Georgia.  Iowa.  Kentucky, 
Maine.  Pennsylvania,  Utah.  Ver- 
mont. Virginia,  West  Virginia, 
Canada.  Mexico 4 

California.  Idaho.  Massachusetts. 
North  Carolina.  Ohio,  Rhode 
Island.  South  Carolina 5 

Hawaii.  Maryland.  Michigan.  Wis- 
consin   6 

Delaware.  District  of  Columbia,  Min- 
nesota, Oregon 7 

New  York 8 

"(4)  Allowance  for  social  security 
taxes.— The  allowance  for  social  security 
taxes  is  equal  to  the  amount  earned  by  the 
student  (and  spouse)  multiplied  by  the 
social  security  withholding  rate  appropriate 
to  the  tax  year  of  the  earnings,  up  to  the 
maximum  statutory  social  tecurity  tax  with- 
holding amount  for  that  same  tax  year. 

"(h)  Student  (and  Spouse)  Income  Supple- 
mental Amount  From  A.'i.SETS.-TTie  student 
(and  spouse)  supplemental  income  amount 
from  assets  is  determined  by  multiplying  by 
35  percent  the  sum  of— 

"(1)  the  current  balance  of  checking  and 
savings  accounts  and  cash  on  hand:  and 

"(2)  the  net  value  of  investments  and  real 
estate,  including  the  net  value  in  the  princi- 
pal place  o.r  residence  except  in  the  case  of  a 
dislocated  worker  (certified  in  accordance 
with  title  III  of  the  Job  Training  Partner- 
ship Act)  or  a  dislocated  homemaker  (as  de- 
fined in  section  480(e)  of  this  Act). 

"FAMILY  contribution  FOR  INDEPENDENT 
STUDENTS  without  DEPENDENTS 

"Sec.  476.  (a)  Computation  of  Expected 
Family  Contribution.— For  each  independ- 
ent student  without  dependents  (including  a 
spouse),  the  expected  family  contribution  is 
equal  to  the  sum  of— 

"(1)  the  student's  contribution  from 
income  (determined  in  accordance  with  sub- 
section (b)):  and 

"(2)  the  student's  income  supplemental 
amount  from  assets  (determined  in  accord- 
ance with  subsection  (c)). 

"(b)  Student's  Contribution  From 
Income.  — 

"(1)  In  GENERAL.-The  student's  contribu- 
tion from  income  is  determined  by— 

"(A)  computing  the  student's  available 
taxable  income  by  deducting  from  the  stu- 
dent's adjusted  gross  income— 

"(i)  Federal  income  taxes: 

"(ii)  an  allowance  for  State  and  local 
income  taxes,  determined  in  accordance 
with  paragraph  (2): 

"(Hi)  the  allowance  for  social  security 
taxes,  determined  in  accordance  with  para- 
graph (3);  and 

"(iv)  a  maintenance  allowance  for  periods 
of  non-enrollment  not  to  exceed  $600  per 
month; 

"(B)  assessing  such  available  taxable 
income  in  accordance  with  paragraph  (4); 
and 


"(C)  adding  to  the  assessment  resulting 
under  subparagraph  (B)  the  amount  of  the 
untaxed  income  and  benefits  of  the  student 
(determined  in  accordance  with  section 
480(c)), 

except  that  the  student's  contribution  from 
income  shall  not  be  less  than  $1,200. 

"(2)  Allowance  for  State  and  local 
INCOME  taxes.— The  allowance  for  State  and 
local  income  taxes  is  equal  to  an  amount  de- 
termined by  multiplying  total  taxable 
income  (as  defined  in  section  480)  by  a  per- 
centage determined  according  to  the  follow- 
ing tab'C  (or  a  successor  table  prescribed  by 
the  Secretary  under  section  479): 

"Percentages  for  Computation  of  State  and 

Local  Income  Tax  Allowance 

If  the  students'  State  or       The  percentage  is— 

territory  of  residence 
is— 

Alaska,  American  Samoa,  Florida, 
Guam,  Nevada,  South  Dakota, 
Tennessee,  Texas.  Trust  Territory, 
Virgin  Islands.  Washington,  Wyo- 
ming   0 

Connecticut,  Louisiana,  Puerto  Rico..  1 

Arizona.  New  Hampshire.  New 
Mexico.  North  Dakota 2 

Alabama.  Colorado.  Illinois,  Indi- 
ana. Kansas.  Mississippi.  Missou- 
ri. Montana,  Nebraska,  New  Jersey, 
Oklahoma -3 

Arkansas.  Georgia,  Iowa,  Kentucky, . 
Maine.    Pennsylvania.    Utah,    Ver- 
mont    Virginia.     West     Virginia. 
Canada.  Mexico 4 

California,  Idaho,  Massachusetts, 
North  Carolina,  Ohio,  Rhode 
Island,  South  Carolina S 

Hawaii.  Maryland.  Michigan,  Wis- 
consin   6 

Delaware,  District  of  Columbia,  Min- 
nesota. Oregon....'. 7 

New  York S 

"(3)  Allowance  for  social  security 
TAXES.— The  allowance  for  social  security 
taxes  is  equal  to  the  amount  earned  by  the 
student  multiplied  by  the  social  security 
withholding  rate  appropriate  to  the  tax  year 
of  the  earnings,  up  to  the  maximum  statuto- 
ry social  security  tax  withholding  amount 
for  that  same  tax  year. 

"(4)  Assessment  of  available  taxable 
income.— The  student's  available  taxable 
income  (determined  in  accordance  with 
paragraph  (1)(A)  of  this  subsection)  is  as- 
sessed as  follows: 

"(A)  if  such  available  taxable  income  is 
equal  to  or  greater  than  $0  but  less  than  or 
equal  to  $8,900,  then  the  assessment  is  equal 
to  70  percent  of  such  available  taxable 
income;  and 

"(B)  if  such  available  taxable  income  is 
greater  than  $8,900.  then  the  assessment  is 
eoual  to  $6,230  plus  90  percent  of  such  avail- 
able taxable  income  in  excess  of  $8,900. 

"(c)  Student's  Income  Supplemental 
Amount  From  Assets.— 

"(1)  In  GENERAL.-The  student's  income 
supplemental  amount  from  assets  is  equal 
to- 

"(A)  the  student's  net  worth  (determined 
in  accordance  with  paragraph  (2)1;  minus 

"(B)  the  asset  protection  allowance  (deter- 
mined in  accordance  with  paragraph  (3)); 
multiplied  by 

"(C)  the  asset  conversion  rate  (determined 
in  accordance  with  paragraph  (4)). 

"(2)  Student's  net  worth.— The  student's 
net  worth  is  calculated  by  adding— 

"(A)  the  current  balance  of  checking  and 
savings  accounts  and  cash  on  hand; 
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"(Bl  the  net  value  of  investments  and  real 
estate,  including  the  net  value  in  the  princi- 
pal place  of  residence  except  in  the  case  of  a 
dislocated  worker  (certified  in  accordance 
with  title  III  of  the  Job  Training  Partner- 
ship Act)  or  a  dislocated  homemaker  las  de- 
fined in  section  480(e>  of  this  Act):  and 

"(C)  the  adjusted  net  worth  of  a  business 
or  farm,  computed  on  the  basis  of  the  net 
worth  of  such  business  or  farm  (hereafter  re- 
ferred to  as  'NW'),  determined  in  accordance 
with  the  following  table  (or  a  successor  table 
prescribed  by  the  Secretary  under  section 
479): 

"Adjusted  Net  Worth  of  a  Business  or 
Farm 

If   the    net    worth    of   a    Then    the    adjusted    net 
business  or  farm  is—  worth  is  — 

Less  than  $1 SO 

SI  $65.000 40  percent  of  NW 

S65.001  S19S.000 $26,000  plus  50  percent 

of  NW  over  $65,000 
$lSi5.001'$325.000 $91,000   plus   60   percent 

of  NW  over  $195,000 
$325,001  or  more $169,000  plus  100  percent 

of  NW  over  $325,000 

"(3)  Asset  protection  allowance.— The 
asset  protection  allowance  is  calculated  ac- 
cording to  the  following  table: 

"Asset  Protection  Allowances  for 
Students 

If  the  age  of  the  student    Then    the    asset  protcc 
is—                                       tton  allowance  is— 

25  or  less $0 

26 1,500 

27 3.000 

28 4.500 

29 6.100 

30 7.600 

31 9.100 

32 10.600 

33 12.100 

34 13.600 

35 15.100 

36 16.600 

37 18.200 

38 19.700 

39 21.200 

40 22.700 

41 23.200 

42 23.800 

43 24.200 

44 24.800 

45 25.400 

46 26.100 

47 26.700 

48 27.200 

49 27.900 

50 28.800 

51 29,500 

52 30,300 

53 31.000 

54 32.000 

55 32,800 

56 33,800 

57 34,600 

58 35,700 


If  the  age  of  the  student    Then    the    asset  protcc 
's—                                           tion  allowance  is— 

59 36.800 

60 37.900 

SI 39.000 

62 4O200 

63 41,400 

64 42.600 

65  or  more 44,100 

"(4)  Asset  conversion  rate.— The  asset 
conversion  rate  is  35  percent. 

"family  contribution  for  independent 
students  with  dependents 

"Sec.  477.  (a)  Computation  of  Expected 
Family  Contribution.— For  each  independ- 
ent student  with  dependents  (including  a 
spouse)  the  expected  family  contribution  is 
equal  to  the  amount  determined  by— 

"(1)  computing  adjusted  available  income 
by  adding— 

"(A)  the  family's  available  income  (deter- 
mined in  accordance  with  subsection  (b)); 
and 

"(B)  the  family's  income  supplemental 
amount  from  assets  (determined  in  accord- 
ance with  subsection  (c)): 

"(2)  assessing  such  adjusted  available 
income  in  accordance  with  an  assessment 
schedule  set  forth  in  subsection  (d):  and 

"(3)  dividing  the  assessment  resulting 
under  paragraph  (2)  by  the  number  of 
family  members  who  will  be  attending,  on  at 
least  a  half-time  basis,  a  program  of  postsec- 
ondary  education  during  the  award  period 
for  which  assistance  under  this  title  is  re- 
guested: 

except  that  the  amount  determined  under 
this  subsection  shall  not  be  less  than  zero. 

"(bl  Family's  Available  Income.— 

"(1)  In  general.  — The  family's  available 
income  is  determined  by  deducting  from 
total  income  (as  defined  in  section  480)— 

"(A)  Federal  income  taxes: 

"(Bl  an  allowance  for  State  and  other 
taxes,  determined  in  accordance  with  para- 
graph (2): 

"(C)  an  allowance  for  social  security 
taxes,  determined  in  accordance  with  para- 
graph (3): 

"(Di  a  standard  maintenance  allowance, 
determined  in  accordance  with  paragraph 
(4): 

"(E)  an  employment  expense  allowance, 
determined  in  accordance  with  paragraph 
(5): 

"(F)  a  medical-dental  expense  allowance, 
determined  in  accordance  with  paragraph 
(6):  and 

"(G)  an  educational  expense  offset,  deter- 
mined in  accordance  with  paragraph  (7): 
except  that  the  family's  available  income 
shall  not  be  less  than  $700  for  a  first  year 
undergraduate  student  or  $900  for  any  other 
student. 

'(2)  Allowance  for  state  and  other 
TAXES.— The  allowance  for  State  and  other 
taxes  is  equal  to  an  amount  determined  by 


multiplying  total  income  (as  defined  in  sec- 
tion 480)  by  a  percentage  determined  ac- 
cording to  the  following  table  (or  a  successor 
table  prescribed  by  the  Secretary  under  sec- 
tion 479): 

"Percentages  for  Computation  of  State 
and  Other  Tax  Allowance 


If  student  s  State  or 
terntorv  of  residence 

IS  — 


And  student's  total 
income  is— 


less  than 
$15.00 


$15,000  or 
more 


then  the  percentage  is- 


Alaska.  Puerto  Rico.  Wy- 
oming  

American  Samoa.  Guam. 
Louisiana.  Nevada. 
Texas.  Trust  Terntorv. 
Virgin  Islands 

Florida.  South  Dakota. 
Tennessee.  New  Mexico.. 

North  Dakota.  Washing- 
ton  

Alabama.  Amona.  Ar- 
kansas. Indiana.  Mis- 
sissippi. Missouri. 
Montana.  New  Hamp- 
shire. Oklahoma.  West 
Virginia  

Colorado.  Connecticut. 
Georgia.  Illinois. 
Kansas.  Kentuckv... 

California.  Delaware. 
Idaho.  Iowa.  Nebraska. 
North  Carolina.  Ohio. 
Pennsvlvania.  South 
Carolina.  Utah.  Ver- 
mont. Virginia. 
Canada.  Mexico 

Maine.  New  Jersey 

District  of  Columbia. 
Hawaii.  Maryland. 
Massachusetts.  Oregon. 
Rhode  Island 

Michigan.  Minnesota 

IViscoiisi  n 

New  York 


9 
10 


11 
12 
13 
14 


10 
11 
12 
13 


"(3)  Allowance  for  social  security 
TAXES.— The  allowance  for  social  security 
taxes  is  equal  to  the  amount  earned  by  the 
student  and  the  student's  spouse  multiplied 
by  the  social  security  withholding  rate  ap- 
propriate to  the  tax  year  of  the  earnings,  up 
to  the  maximum  statutory  social  security 
tax  withholding  amount  for  that  same  tax 
year 

"(4)  Standard  maintenance  allowance.— 
The  standard  maintenance  allowance  is  the 
amount  of  reasonable  living  expenses  that 
would  be  associated  with  the  maintenance 
of  an  individual  or  family.  The  standard 
maintenance  allowance  is  determined  by  the 
following  table  (or  a  successor  table  pre- 
scribed by  the  Secretary  under  section  479): 


"Standard  Maintenance  Allowance 


Family  Size  (including  student! 


Number  in  College 


For 
Each 
Addi- 
tional 
Sub- 
tract: 


2                                $8,380 

3 10.440 

4  ...     ,  .„ 12.890 

5 15.210 

e 17.790 

For  Each  Additional  Add ^.010 


$6,950  

9.010  $7,580  

11.460  10.030  $8,600  

13.780  12.350  10.920  $8,490 

16.360         14.930         13.500         12.070  1.430 

2.010  2.010  2.010  2.010  
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"15/  Employment  expense  Au.owANvE.—The 
employment  expense  allowanL-e  is  deter- 
mined as  follows: 

"fAl  If  both  the  student  and  a  spouse  were 
employed  in  the  year  for  which  their  income 
is  reported  and  both  have  their  incomes  re- 
ported in  determining  the  expected  family 
contribution,  such  allowance  is  equal  to  the 
lesser  of  $2,000  or  35  percent  of  the  earned 
income  of  the  student  or  spouse  with  the 
lesser  earned  income. 

"(Bi  If  a  student  qualifies  as  a  head  of 
household  as  defined  in  section  2  of  the  In- 
ternal Revenue  Code,  such  allowance  is 
equal  to  the  lesser  of  $2,100  or  35  percent  of 
his  or  her  earned  income. 
For  any  award  year  after  award  year  1987- 
1988.  this  paragraph  shall  tie  applied  by  in- 
creasing the  dollar  amou7it  specified  in  sub- 
paragraphs (A)  and  (B)  to  reflect  increases 
in  the  amount  end  percent  of  the  Bureau  of 
Labor  Standards  budget  of  the  marginal 
costs  for  meals  away  from  home,  apparel 
and  upkeep,  transportation,  and  housekeep- 
ing services  for  a  two-worker  versus  one- 
worker  family. 

"(6)  Medical-dental  expense  allowance.— 
The  medical-dental  expense  allowance  is 
equal  to  the  amount  by  which  the  sum  of  un- 
reimbursed medical  and  dental  expenses,  in- 
cluding medical  insurance  premiums,  ex- 
ceeds 5  percent  of  the  total  income  of  the 
family. 

"(7/  Educational  expense  allowance.— The 
educational  expense  allowance  is  equal  to 
the  unreimbursed  tuition  and  fees  paid  by 
the  student  or  the  student's  spouse,  or  both, 
for  each  dependent  child,  enrolled  in  elemen- 
tary or  secondary  school,  not  to  exceed  for 
each  such  child  the  national  average  per 
pupil  instructional  cost  as  published  by  the 
National  Center  for  Educational  Statistics 
using  the  most  recent  available  data. 

"Id  Family's  Income  Supplemental 
Amount  From  Assets.  — 

"ID  In  general.— ne  family's  income  sup- 
plemental amount  from  assets  is  equal  to— 

"(AJ  the  family  net  worth  (determined  in 
accordance  with  paragraph  12)):  minus 

"(B)  the  asset  protection  allowance  (deter- 
mined in  accordance  with  paragraph  (3)i: 
multiplied  by 

"(C)  the  asset  conversion  rate  (determined 
in  accordance  with  paragraph  (4)). 

"(2)  Family  net  worth.— The  family  net 
XDorth  is  calculated  by  adding— 

"(A)  the  current  balance  of  checking  and 
savings  accounts  and  cash  on  hand: 

"IB)  the  net  value  of  investments  and  real 
estate,  including  the  net  value  in  the  princi- 
pal place  of  residence  except  in  the  case  of  a 
dislocated  worker  (certified  in  accordance 
with  title  III  of  the  Job  Training  Partner- 
ship Act)  or  a  dislocated  homemaker  (as  de- 
fined in  section  480(e)  of  this  Act):  and 

"(C)  the  adjusted  net  worth  of  a  business 
or  farm,  computed  on  the  basis  of  the  net 
worth  of  such  business  or  farm  (hereafter  re- 
ferred to  as  'NW),  determined  in  accordance 
with  the  following  table  (or  a  successor  table 
prescribed  by  the  Secretary  under  section 
479): 
"Adjusted  Net  Worth  of  a  Business  or  Farm 

If  the   net    worth   of  a    Then    the    adjusted    net 
business  or  farm  is—  worth  is— 

Less  than  SI SO 

St-SSS.OOO 40  percent  of  NW 

tSS.001-S19S.000 S26.000  plus   SO  percent 

of  NW  over  S65.000 
tl9S.001-S32S.000 S91.000   plus    SO   percent 

of  N Water  S19S.000 
S32S.001  or  more S1S9.000  plus  100  percent 

of  NW  over  S32S.000 

"13)  Asset  protection  allowance.— The 
asset  protection  allowance  is  calculated  ac- 
cording to  the  following  table: 


"Asset  Protection  Allowances  for 
Families  and  Students 


And  there  are 

If  the  age  of  the  student 

IS  — 

two 

spouses        """ 

then    the    asset 

protec- 

tion allowance 

ts— 

2S  or  less .... 

SO 

SO 

2S _. 

1.900 

1.500 

27 

3.900 

3.000 

28 

5.800 

4.500 

29 

7.800 

6.100 

30 

9.700 

7.600 

31 

11.700 

9.100 

32 

13.600 

10.600 

33 

tS.600 

12.100 

34 

17.500 

13.600 

3S 

19.500 

15.100 

3S 

21.400 

16.600 

37 _ 

23.400 

18.200 

38 

25.300 

19.700 

39 

27.300 

21.200 

40 

29.200 

22.  700 

41 

30.000 

23.200 

42 

30.800 

23.800 

43 

31.600 

24.200 

44 

32.500 

24.800 

4S 

33.300 

25.400 

46 

34.200 

26.100 

47 

35.200 

26. 700 

48 

36.100 

27.200 

49 

37.300 

27.900 

SO 

38.300 

28.800 

5; 

39.600 

29.500 

S2 

40.900 

30.300 

S3 

42.000 

31.000 

S4 

43.410 

32.000 

55 

44.800 

32.800 

56 

46.300 

33.800 

57 

48.100 

34.600 

5»... 

49. 700 

35. 700 

59 

51.600 

36.800 

60 

53.300 

37.900 

61 

55.300 

39.000 

62 

57.400 

40.200 

6J 

59.600 

41.400 

64 

61.800 

42.600 

64.100 

44.100 

"(4)  Asset  conversion  rate.  — The  asset 
conversion  rate  is  determined  as  follows: 

"(A)  if  the  family's  net  worth  (determined 
in  accordance  with  paragraph  (2))  minus 
the  asset  protection  allowance  (determined 
in  accordance  with  paragraph  (3))  is  equal 
to  or  greater  than  zero,  the  conversion  rate 
is  12  percent: 

"(B)  if  such  family's  net  worth  minus  such 
asset  protection  allowance  is  less  than  zero 
and  the  family's  available  income  (deter- 
mined in  accordance  with  subsection  (c))  is 
greater  than  $15,000,  the  conversion  rate  is 
zero  percent: 

"(C)  if  such  family's  net  worth  minus  such 
asset  protection  allowance  is  less  than  zero 
and  such  family's  available  income  is  equal 
to  or  greater  than  zero  but  less  than  $15,000. 
the  conversion  rate  is  equal  to  €  percent 
multiplied  by  a  fraction— 

"(I)  the  numerator  of  which  is  equal  to 
$15,000  minus  such  family's  available 
income:  and 

"(ii)  the  denominator  of  which  is  $15,000: 
and 

"(D)  if  such  family's  net  worth  minus  such 
asset  protection  allowance  is  less  than  zero 
and  such  family's  available  income  is  less 
than  zero,  the  conversion  rate  is  6  percent. 

"(d)  Assessment  Schedule.— The  adjusted 
available  income  (as  determined  under  sub- 
section (a)(1)  and  hereafter  referred  to  as 
'AAD  is  assessed  according  to  the  following 
table  (or  a  successor  table  prescribed  by  the 
Secretary  under  section  479): 

"Assessment  From  Adjusted  A  vailable 
Income  iAA1> 

If  AAIis—  Then  the  assessment  is— 

Less  than  S3.409 *750 

t3.409  to  S7.500 22%  of  AAI 


If  AAI  is—  Then  the  assessment  is— 

S7.501  to  S9,'00 S1.650  +  25%  of  AAI  over 

S7.500 
S9.401  to  S11.300 S2.12S   *   29%  of  AAI  over 

S9.400 
S11.301  toS13.200 S2.676  <■  34%  of  AAI  over 

S11.300 
S13.201  loSlS.lOO S3.322  +  40%,  of  AAI  over 

SI  3. 200 
SIS. 101  or  more S4.0i2  +  47%  of  AAI  over 

S15.100 

"Sec.  478.  (a)  Authority  To  Prescribe 
Regulations  Restricted.— (1)  Notwith- 
standing any  other  provision  of  law,  the 
Secretary  shall  not  have  the  authority  to 
prescribe  regulations  to  carry  out  this  part 
except— 

"(A)  to  prescribe  updated  tables  in  accord- 
ance with  subsections  (b)  through  (el  of  this 
section:  or 

"(B)  to  propose  modifications  in  the  need 
analysis  methodology  required  by  this  part. 

"(2)  Any  regulation  proposed  by  the  Secre- 
tary that  (A)  updates  tables  in  a  manner 
that  does  not  comply  with  subsections  (bl 
through  (e)  of  this  section,  or  (B)  that  pro- 
poses modifications  under  paragraph  (1)(B> 
of  this  subsection,  shall  not  be  effectiv<' 
unless  approved  by  joint  resolution  of  th 
Congress  by  May  1  following  the  date  such 
regulations  are  published  in  the  Federal 
Register  in  accordance  with  section  482.  If 
the  Congress  fails  to  approve  such  regula- 
tions by  such  May  1,  the  Secretary  shall  pub- 
lish in  the  Federal  Register  in  accordance 
with  section  482  updated  tables  for  the  ap- 
plicable award  year  that  are  prescribed  in 
accordance  with  subsections  (b)  through  (e) 
of  this  section. 

"(b)  Standard  Maintenance  Allowance.— 
For  each  academic  year  after  academic  year 
1987-1988.  the  Secretary  shall  publish  in  the 
Federal  Register  a  revised  table  of  standard 
maintenance  allowances  for  the  purpose  of 
sections  475(c)(4)  and  477(b)(4).  Such  re- 
vised table  shall  be  developed  by  increasing 
each  of  the  dollar  amounts  contained  in  the 
table  in  each  such  section  by  a  percentage 
equal  to  the  estimated  percentage  increase 
in  the  Consumer  Price  Index  (as  determined 
by  the  Secretary  after  consultation  with  the 
Advisory  Committee  on  Student  Financial 
Assistance)  between  December  1986  ani  the 
December  next  preceding  the  beginnii  ^  of 
such  academic  year,  and  rounding  the  result 
to  the  nearest  $10. 

"(c)  Adjusted  Net  Worth  of  a  Farm  cr 
Business.— For  each  academic  year  after 
academic  year  1987-1988,  the  Secretary  shall 
publish  in  the  Federal  Register  a  revised 
table  of  adjusted  net  worth  of  a  farm  or  bus  - 
nessfor  the  purpose  of  sections  475(dJ(2)(C 
476(c)(2J(C).  and  477(c)(2)(C).  Such  revised 
table  shall  be  developed— 

"(1)  by  increasing  each  dollar  amount  that 
refers  to  net  worth  of  a  farm  or  business  by  a 
percentage  equal  to  the  estimated  percentage 
increase  in  the  Consumer  Price  Index  (as  de- 
termined by  the  Secretary  after  consultation 
with  the  Advisory  Committee  on  Student  Fi- 
nancial Assistance)  between  1986  and  the 
December  next  preceding  the  tieginning  of 
such  academic  year,  and  rounding  the  result 
to  the  nearest  $5,000;  and 

"(2)  by  adjusting  the  dollar  amounts 
$26,000;  '$91,000;  and  $169,000'  to  reflect 
the  changes  made  pursuant  to  paragraph 
(1). 

"(d)  Asset  Protection  Allowance.— For 
each  academic  year  after  academic  year 
1987-1988,  the  Secretary  shall  publish  in  the 
Federal  Register  a  revised  table  of  asset  pro- 
tection allowances  for  purposes  of  sections 
475(d)(3),  476(c)(3),  and  477lc)(3).  Such  re- 
vised table  shall  be  developed  by  determin- 
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ing  the  present  value  cost  of  an  annuity  that 
would  provide,  for  each  age  cohort,  a  supple- 
mental income  at  age  65  (adjusted  for  infla- 
tion) equal  to  the  difference  between  the 
moderate  family  income  (as  most  recently 
determined  by  the  Bureau  of  Labor  Statis- 
tics/ and  the  current  average  social  security 
retirement  benefits.  In  making  such  determi- 
nations— 

"(1)  inflation  shall  be  presumed  to  be  6 
percent  per  year; 

"(2)  the  rate  of  return  of  an  annuity  shall 
be  presumed  to  be  8  percent;  and 

"(3)  the  sales  commission  on  an  annuity 
shall  be  presumed  to  be  6  percent. 

"(e)  Assessment  Schedules  and  Rates.— (1) 
For  each  academic  year  after  academic  year 
1987-1988,  the  Secretary  shall  publUh  in  the 
Federal  Register  a  revised  table  of  assess- 
ments from  adjusted  available  income  for 
the  purpose  of  sections  475(e)  and  477(d). 
Such  revised  table  shall  be  developed— 

"(A)  by  increasing  each  dollar  amount 
that  refers  to  adjusted  available  income  by  a 
percentage  equal  to  the  estimated  percentage 
increase  in  the  Consumer  Price  Index  (as  de- 
termined by  the  Secretary  after  consultation 
with  the  Advisory  Committee  on  Student  Fi- 
nancial Assistance)  between  December  198(' 
and  the  December  next  preceding  the  t>egin- 
ning  of  such  academic  year,  rounded  to  the 
nearest  $100;  and 

"(B)  by  adjusting  the  other  dollar  amounts 
to  reflect  the  changes  made  pursuant  to  sub- 
paragraph (A). 

"(2)  For  each  academic  year  after  academ- 
ic year  1987-1988.  the  assessments  made 
pursuant  to  section  476(b)(4)  shall  be 
made— 

"(A)  by  increasing  each  dollar  amount 
that  refers  to  adjusted  available  income  by  a 
percentage  equal  to  the  estimated  percentage 
increase  in  the  Consumer  Price  Index  (as  de- 
termined by  the  Secretary  after  consultation 
with  the  Advisory  Committee  on  Student  Fi- 
nancial Assistance)  between  December  1986 
and  the  December  next  preceding  the  begin- 
ning of  such  academic  year,  rounded  to  the 
nearest  $100;  and 

"(B)  by  adjusting  the  other  dollar  amount 
to  reflect  the  changes  made  pursuant  to  sub- 
paragraph (A). 

The  Secretary  shall  publish  in  the  Federal 
Register  the  adjustments  required  to  carry 
out  this  paragraph. 

"(f)  Definition  of  Consumer  Price 
Index.— As  used  in  this  section,  the  term 
'Consumer  Price  Index'  means  the  Consumer 
F>rice  Index  for  Wage  Earners  and  Clerical 
Workers  published  by  the  Department  of 
Labor.  Each  annual  update  of  tables  to  re- 
flect changes  in  the  Consumer  Price  Index 
shall  be  corrected  for  misestimation  of 
actual  changes  in  such  Index  in  previous 
years. 

"SIMPLIFIED  NEEDS  TEST 

"Sec.  479.  'a)  Applicable  to  All  Title  IV 
Programs.— The  Secretary  shall  use  a  sim- 
plified needs  analysis  for  any  provision  of 
this  title  based  upon  the  elements  set  forth 
in  paragraph  (2)  for  the  calculation  of  the 
expected  family  contribution  for  families 
which  have  adjusted  gross  incomes  which 
are  equal  to  or  less  than  $15,000  per  year 
and  which  file  a  form  1040A  pursuant  to  the 
Internal  Revenue  Code  of  1954. 

"(b)  Elements  in  Tests.— The  five  elements 
to  be  used  for  the  simplified  needs  analysis 
are— 
"(1)  adjusted  gross  income, 
"(2)  Federal  and  State  taxes  paid, 
"(3)  untaxed  income  and  benefits, 
"(4)  the  number  of  family  members,  and 
"(5)  the  number  of  family  members  in 
postsecondary  education. 


"discretion  of  student  financial  aid 
administra  tors 
"Sec.  479A.  Nothing  in  this  part  shall  be 
interpreted  as  limiting  the  ability  of  the  stu- 
dent financial  aid  administrator,  on  the 
basis  of  adequate  documentation,  to  make 
necessary  adjustments  to  the  cost  of  attend- 
ance and  expected  family  contribution  com- 
putations to  allow  for  treatment  of  individ- 
ual students  with  special  circumstances.  In 
addition,  nothing  in  this  part  shall  be  inter- 
preted as  limiting  the  ability  of  the  student 
financial  aid  administrator  to  use  supple- 
mentary information  about  the  financial 
status  of  eligible  applicants  in  selecting  re- 
cipients and  determining  the  amount  of 
awards  under  subparts  1  and  2  of  part  A 
and  parts  B,  C,  and  E  of  this  title. 

"STUDENT  assistance  AND  OTHER  FEDERAL 
PROGRAMS 

Sec.  479B.  No  portion  of  any  student  fi- 
nancial assistance  received  by  an  individ- 
ual from  any  program  funded  in  whole  or  in 
part  under  title  IV  of  this  Act  which  is  used 
by  that  individual  for  costs  described  in  sec- 
tion 472  (1)  attd  (2)  of  this  title,  shall  be  con- 
sidered as  income  or  resources  in  determin- 
ing eligibility  for  assistance  under  any  other 
program  funded  in  whole  or  in  part  with 
Federal  funds. 

"DEFINITIONS 

"Sec.  480.  As  used  in  this  part: 

"(a)  TOTAL  Income.— (1)  Except  as  provid- 
ed in  paragraphs  (2)  and  (3),  the  term  'total 
income'  is  equal  to  adjusted  gross  income 
plus  untaxed  income  and  benefits  for  tlie 
preceding  tax  year. 

"(2)  The  Secretary  shall  promulgate  spe- 
cial regulations  to  permit,  in  the  computa- 
tion of  family  contributions  for  the  pro- 
grams under  subpart  2  of  part  A  and  parts 
B.  C.  and  E  of  this  title  for  any  academic 
year  the  exclusion  from  family  income  of 
any  proceeds  of  a  sale  of  farm  or  business 
assets  of  that  family  if  such  sale  results  from 
a  voluntary  or  involuntary  foreclosure,  for- 
feiture, liquidation,  or  bankruptcy. 

"(3)  Income  in  the  case  of  a  dislocated 
worker  shall  be  the  income  for  the  year  for 
which  the  determination  is  made.  For  the 
purpose  of  this  subparagraph,  a  dislocated 
worker  is  a  worker  identified  pursuant  to 
title  III  of  the  Job  Training  Partnership  Act. 

"(b)  Unta:<ed  Income  and  Benefits  of  Par- 
ents AND  Independent  Students  with  De- 
PENDENTS.— The  term  'untaxed  income  and 
benefits'  when  applied  to  parent  contribu- 
tions or  the  contributions  of  independent 
students  with  dependents  (including 
spouses)  means— 

"(1)  the  Federal  income  tax  deduction  for 
a  married  couple  when  both  work; 

"(2)  child  support  received; 

"(3)  welfare  benefits,  including  aid  to  fam- 
ilies with  dependent  children  under  a  State 
plan  approved  under  part  A  of  title  IV  of  the 
Social  Security  Act  and  aid  to  dependent 
children; 

"(4)  untaxed  portions  of  unemployment 
compensation,  except  in  any  case  in  which  a 
student  is  a  dislocated  worker  certified  in 
accordance  with  title  III  of  the  Job  Training 
Partnership  Act; 

"(5)  workman's  compensation; 

"(6)  veterans  benefits  such  as  death  pen- 
sion, dependency  and  indemnity  compensa- 
tion, and  Veterans'  Administration  voca- 
tional rehabilitation  program  benefits  (ex- 
cluding educational  benefits); 

"(7)  edticational  benefits  received  under 
chapter  31  or  chapter  34  of  title  38,  United 
States  Code,  by  family  members  excluding 
dependent  students; 

"(8)  interest  on  tax-free  bonds; 


"(9)  the  amount  of  dividends  excluded  for 
Federal  income  tax  purposes; 

"(10)  untaxed  portions  of  pensions  and 
capital  gains; 

"(11)  housing,  food,  and  other  living  al- 
lowances (excluding  rent  subsidies  for  low- 
income  housing)  for  military,  clergy,  and 
others  (including  cash  payments  and  cash 
valwe  of  benefits); 

"(12)  Job  Training  Partnership  Act  non- 
educational  benefits; 

"(13)  payments  to  individual  retirement 
accounts  and  Keogh  accounts; 

"(14)  the  amount  of  earned  income  credit 
claimed  for  Federal  income  tax  purposes; 

"(15)  credit  for  Federal  tax  on  special 
fuels; 

"(16)  the  amount  of  dividend  reinvestment 
excluded  for  purposes  of  Federal  income 
taxes; 

"(17)  the  amount  of  foreign  income  ex- 
cluded for  purposes  of  Federal  income  taxes; 

"(18)  untaxed  social  security  benefits;  and 

"(19)  any  other  untaxed  income  and  bene- 
fits, such  as  black  lung  or  railroad  retire- 
ment benefits. 

"(c)  Untaxed  Income  and  Benefits  of  De- 
pendent Students  or  Independent  Students 
Without  Dependents.— For  the  purpose  of 
this  part,  the  term  'untaxed  income  and  ben- 
efits' when  applied  to  the  contributions  of 
dependent  students  or  independent  students 
without  dependents  means— 

"(1)  veterans  benefits  such  as  death  pen- 
sion, dependency  and  indemnity  compensa- 
tion, and  Veterans'  Administration  voca- 
tional rehabilitation  program  benefits  (ex- 
cluding educational  benefits); 

"(2)  educational  benefits  received  under 
chapter  31  or  chapter  34  of  title  38,  United 
States  Code,  by  the  student; 

"(3)  interest  on  tax-free  bonds; 

"(4)  the  amount  of  dividends  excluded  for 
purposes  of  Federal  income  taxes; 

"(5)  untaxed  portions  of  pensions  and 
capital  gains; 

"(6)  housing,  food,  and  other  living  allow- 
ances (excluding  rent  subsidies  for  low- 
income  housing)  for  military,  clergy,  and 
others  (including  cash  payments  and  cash 
value  of  benefits); 

"(7)  Job  Training  Partnership  Act  nonedu- 
cational  benefits,  except  in  any  case  in 
which  a  student  is  a  dislocated  worker  certi- 
fied in  accordance  with  title  III  of  the  Job 
Training  Partnership  Act; 

"(8)  untaxed  portions  of  social  security; 

"(9)  welfare  benefits; 

"(10)  untaxed  portions  of  unemployment 
compensation; 

"(11)  workmen's  compensation; 

"(12)  payments  to  individual  retirement 
accounts  and  Keogh  accounts; 

"(13)  credit  for  Federal  tax  on  special 
fuels; 

"(14)  the  amount  of  dividend  reinvestment 
excluded  for  purposes  of  Federal  income 
taxes; 

"(15)  the  amount  of  foreign  incorne  ex- 
cluded for  purposes  of  Federal  income  taxes; 
and 

"(16)  any  other  untaxed  income  and  bene- 
fits, such  as  black  lung  or  railroad  retire- 
ment benefits. 

"(d)  Independent  Student.— (1)  The  term 
'independent',  when  used  with  respect  to  a 
student,  means  any  individual  who— 

"(A)  is  24  years  of  age  or  older  by  Decem- 
ber 31  of  the  award  year;  or 

"(B)  meets  the  requirements  of  paragraph 
(2). 

"(2)  Except  as  provided  in  paragraph  (3), 
an  individual  meets  the  requirements  of  this 
paragraph  if  such  individual— 
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"lAI  u  an  orphan  or  ward  of  the  court: 

"iB>  is  a  veteran  of  the  Armed  Forces  of 
the  United  States: 

"to  is  a  graduate  or  professional  student 
who  declares  that  he  or  she  will  not  be 
claimed  as  a  dependent  for  income  tax  pur- 
poses by  his  or  her  parents  lor  guardian)  for 
the  first  calendar  year  of  the  award  year: 

"(D)  is  a  married  individual  who  declares 
that  he  or  she  will  not  be  claimed  as  a  de- 
pendent for  income  tax  purposes  by  his  or 
her  parents  >or  guardian)  for  the  first  calen- 
dar year  of  the  award  year: 
-  "'£)  has  legal  dependents  other  than  a 
spouse: 

"(F)  IS  a  single  undergraduate  student 
with  no  dependents  who  was  not  claimed  as 
a  dependent  by  his  or  her  parents  (or  guardi- 
an) for  income  tax  purposes  for  the  2  calen- 
dar years  preceding  the  award  year  and 
demonstrates  to  the  student  financial  aid 
administrator  total  self-sufficiency  during 
the  2  calendar  years  preceding  the  award 
yrnr  m  which  the  initial  award  will  be 
granted  by  demonstrating  an  annual  total 
income  of  S4,000:  or 

"(G)  is  u  student  for  whom  a  financial  aid 
administrator  makes  a  documented  determi- 
nation of  independence  by  reason  of  other 
unusual  circumstances. 

"(3)  An  individual  may  not  be  treated  as 
an  independent  st-ident  pursuant  to  sub- 
pwagraphs  <C).  'D).  and  (F)  of  paragraph 
(21  if  the  finayicial  aid  administrator  deter- 
mines that  such  individual  was  treated  as 
an  ind"pendent  student  during  the  preced- 
ing avard  year,  but  was  claimed  as  a  de- 
pendent by  any  other  individual  (other  than 
a  spouse)  for  income  tax  purposes  for  the 
fint  calendar  year  nf  such  award  uear. 

'(4)  The  financial  aid  administrator  may 
certify  an  individual  described  in  subpara- 
graph 'Ci.  ID),  or  IF)  of  paragraph  12)  on 
the  basis  of  a  demonstration  made  by  the  in- 
dividual, but  no  disbursal  of  an  award  may 
be  made  w'thout  documentation. 

"'e)  Displaced  HoMEMAKLR.—The  term  'dis- 
placed homemaker'  means  an  individual 
who— 

"(1)  has  not  icorked  in  the  labor  force  for  a 
substantial  number  of  years  but  has.  during 
those  years,  worked  in  the  home  providing 
unpaid  services  for  family  members: 

"1 2)1  A)  has  been  dependent  on  public  as- 
sistance or  on  the  income  of  another  family 
member  but  is  no  longer  supported  by  that 
income,  or  (B)  is  receiving  public  assistance 
on  account  of  dependent  children  in  the  . 
home:  and 

"(3)  is  unemployed  or  underemployed  and 
is  experiencing  difficulty  in  obtaining  or 
upgrading  employment. ". 

lb)  Effective  Date.s  fof  Need  Aivalys/s 
Proi7sioss.--(1)  Except  as  provided  in  para- 
graphs (2)  and  (3)~ 

(A)  part  F  of  till-  IV  of  the  Act  shall  apply 
trith  respect  to  determinations  of  need 
under  such  title  for  academic  years  begin- 
ning with  academic  year  1988-1989  and  suc- 
ceeding academic  years:  and 

(B)  for  any  preceding  academic  year,  de- 
terminations of  need  shall  be  made  in  ac- 
cordance with  regulations  prescribed  by  the 
Secretary  of  Education  in  accordance  with 
the  Student  Financial  Assistance  Technical 
Amendments  Act  of  1982. 

(2)  With  respect  to  an  application  filed 
a/ter  the  date  of  enactment  of  this  Act  for  a 
loan  under  part  B  of  such  title  for  any  aca- 
demic year  preceding  academic  year  1988- 
1989,  any  determination  of  expected  family 
contribution  shall  be  made  using  the  system 
of  financial  need  analysis  approved  by  the 
Secretary  of  Education  for  use  under  sub- 


part 2  of  part  A  and  parts  C  and  E  of  such 
title. 

(3)  For  purposes  of  sections  413D(d)(2)(B). 
442ldK2>(B)  and  462id)i2)iB)  for  any  aca- 
demic year  preceding  academic  year  1988- 
1989.  the  Secretary  shall,  in  lieu  of  average 
expected  family  contribution,  use  the  proce- 
dures for  sampling  expected  family  contri- 
bution within  income  categories  that  was 
employed  for  academic  year  1986-1987.  ad- 
justed to  reflect  changes  in  data. 

14)  The  definition  of  independent  student 
contained  in  section  480id)  of  the  Act  as 
amended  by  subsection  la)  of  this  section 
shall  apply  with  respect  to  the  determina- 
tion of  such  need  for  periods  of  enrollment 
beginning  on  or  after  January  1.  1987. 
st:(.  107.  Kt:tis/ii\  tiF sri i)f:\r  issisrtu K iiK\i-:H- 

II.  I'KDilSIII.SS. 

la)  Amendment.— Part  G  of  title  IV  of  the 

Act    las    redesignated    by    section    406)    is 

amended  to  read  as  follows: 

"Part  G— General  Provisions  Relating  to 

Student  As.^istance  Programs 

"definition.'^ 

"Sec.  481.  la)  Institution  of  Higher  Edu- 
cation.—il)  For  the  purpose  of  this  title, 
except  subpart  6  of  part  A  and  part  B.  the 
term  institution  of  higher  education'  in- 
cludes, in  addition  to  the  institutions  cov- 
ered by  the  definition  contained  in  section 
12011a)- 

•lA)  a  proprietary  institution  of  higher 
education: 

"IB)  a  postsecondary  vocational  institu- 
tion: 

"iC)  a  department,  division,  or  other  ad- 
ministrative unit  in  a  college  or  university 
which  provides  primarily  or  exclusively  an 
accredited  program  of  education  in  profes- 
sional nursing  and  allied  subjects  leading  to 
the  degree  of  bachelor  of  nursing,  or  to  an 
equivalent  degree,  or  to  a  graduate  degree  in 
nursing:  and 

"ID)  a  department,  division,  or  other  ad- 
ministrative unit  in  a  junior  college,  com- 
munity college,  college,  or  university  which 
provides  primarily  or  exclusively  an  accred- 
ited 2-year  program  of  education  in  profes- 
sional nursing  and  allied  subjects  leading  to 
an  associate  degree  in  nursing  or  to  an 
equivalent  degree. 

"12)  The  term  accredited'  when  applied  to 
any  program  of  nurse  education  means  a 
program  accredited  by  a  recognized  body  or 
bodies  approved  for  such  purpose  by  the  Sec- 
retary. 

"lb)  Proprietary  Institution  of  Higher 
Education.— For  the  purpose  of  this  section, 
the  term  'proprietary  institution  of  higher 
education'  means  a  school  (1)  which  pro- 
vides not  less  than  a  6-month  program  of 
training  to  prepare  students  for  gainful  em- 
ployment in  a  recognized  occupation,  (2) 
which  meets  the  requirements  of  clauses  (1) 
and  (21  of  section  1201(a).  (3)  which  does 
not  meet  the  requirement  of  clause  (4 J  of  sec- 
tion 1201(a),  (4)  which  is  accredited  by  a  na- 
tionally recognized  accrediting  agency  or 
association  approved  by  the  Secretary  for 
this  purpose,  and  (S)  which  has  been  in  ex- 
istence for  at  least  2  years.  Such  term  also 
includes  a  proprietary  educational  institu- 
tion in  any  State  which,  in  lieu  of  the  re- 
quirement in  clause  (1)  of  section  1201(a), 
admits  as  regular  students  persons  who  are 
beyond  the  age  of  compulsory  school  attend- 
ance in  the  State  in  which  the  institution  is 
located  and  who  have  the  ability  to  benefit 
(as  determined  by  the  institution  under  sec- 
tion 484(d))  from  the  training  offered  by  the 
institution.  For  the  purpose  of  this  subsec- 
tion, the  Secretary  shall  publish  a  list  of  na- 
tionally recognized  accrediting  agencies  or 


associations  which  he  determines  to  he  reli- 
able authority  as  to  the  quality  of  training 
offered.  The  Secretary  shall  not  promulgate 
regulations  defining  the  admissions  proce- 
dures or  remediation  programs  that  must  be 
used  by  an  institution  in  admitting  students 
on  the  basis  of  their  ability  to  benefit  from 
the  training  offered  and  shall  not.  as  a  con- 
dition of  recognition  under  section  413(e)  of 
this  Act.  impose  upon  any  accrediting  body 
or  bodies  standards  which  are  different  or 
more  restrictive  than  the  standards  provid- 
ed in  this  subsection. 

"(c)  Postsecondary  Vocational  Institu- 
tion.—For  the  purpose  of  this  section,  the 
term  postsecondary  vocational  institution' 
means  a  school  (1)  which  provides  not  less 
than  a  6-month  program  of  training  to  pre- 
pare students  for  gainful  employment  in  a 
recognized  occupation,  (2)  which  meets  the 
requirements  of  clauses  (1),  (2),  (4),  and  (5) 
of  section  1201(a),  and  (3)  which  has  been  in 
existence  for  at  least  2  years.  Such  term  also 
includes  an  educational  institution  in  any 
State  which,  in  lieu  of  the  requirement  in 
clause  (I)  of  section  1201(a).  admits  as  regu- 
lar students  persons  who  are  beyond  the  age 
of  compulsory  school  attendance  in  the 
State  in  which  the  institution  is  located  and 
who  have  the  ability  to  benefit  (as  deter- 
mined by  the  institution  under  subsection 
(d)  of  this  section)  from  the  training  offered 
by  the  institution. 

'Id)  Academic  "Year.  -For  the  purpose  of 
any  program  under  this  title,  the  term  'aca- 
demic year'  shall  be  defined  by  the  Secretary 
by  regulation. 

"master  calendar 

"Sec.  482.  la)  Secretary  Required  To 
Comply  With  Schedule.— To  assure  ade- 
quate notification  and  timely  delivery  of 
student  aid  funds  under  this  title,  the  Secre- 
tary shall  adhere  to  the  following  calendar 
dates  in  the  year  preceding  the  award  year: 

"ID  Development  and  distribution  of  Fed- 
eral and  multiple  data  entry  forms— 

"lA)  by  February  1:  first  meeting  of  the 
technical  committee  on  forms  design  of  the 
Department: 

"IB)  by  March  1:  proposed  modifications 
and  updates  pursuant  to  sections  411E  and 
478  published  in  the  Federal  Register: 

"iC)  by  June  1:  final  modifications  and 
updates  pursuant  to  section  411E  and  478 
published  in  the  Federal  Register: 

"ID)  by  August  15:  application  for  Federal 
student  assistance  and  multiple  data  entry 
data  elemeiUs  and  instructions  approved: 

"IE)  by  August  30:  final  approved  forms 
delivered  to  servicers  and  printers: 

"IF)  by  October  1:  Federal  and  multiple 
data  entry  forms  and  instructions  printed; 
and 

"'iG)  by  November  1:  Federal  and  multiple 
data  entry  forms,  instructions,  and  training 
materials  distributed. 

"12)  Allocations  of  campus-based  and  Pell 
Grant  funds— 

"lAl  by  August  1:  distribution  of  institu- 
tional application  for  campus-based  funds 
IFISAP)  to  institutions: 

"'IB)  by  October  1:  final  date  for  submis- 
sion of  FISAP  by  institutions  to  the  Depart- 
ment: 

"'lO  by  November  15:  edited  FISAP  and 
computer  printout  received  by  institutions; 

"ID)  by  December  1:  appeals  procedures  re- 
ceived by  institutions; 

"(E)  by  December  15:  edits  returned  by  in- 
stitutions to  the  Department; 

"(F)  by  February  1:  tentative  award  levels 
received  by  institutions  and  final  Pell  Grant 
payment  schedule; 
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"iGl  by  February  15:  closing  date  for  re- 
ceipt of  instituliojial  appeals  by  the  Depart- 
ment: 

"(H)  by  March  1:  appeals  process  complet- 
ed: 

"(I)  by  April  1:  final  award  notifications 
sent  to  institutions:  and 

"(J)  by  June  1:  Pell  Grant  authorisation 
let^els  sent  to  institutions. 

"(bl  Timing  for  Reallocations.— With  re- 
spect to  any  funds  reallocated  under  section 
413D(e)  or  442(el.  the  Secretary  shall  reallo- 
cate such  funds  at  any  t'me  during  the 
course  of  the  year  that  will  best  meet  the 
purpose  of  the  programs  under  subpart  2  of 
part  A  and  part  C.  respectii^ely.  However, 
such  reallocation  shall  occur  at  least  once 
each  year,  not  later  than  September  30  of 
that  year. 

"(c)  Delay  of  Effective  Date  of  Late  Pub- 
lications.—Any  additional  regulatory 
changes  initiated  by  the  Secretary  affecting 
the  general  administration  of  the  programs 
pursuant  to  this  title  that  hai'e  not  been 
published  in  final  form  by  December  1  prior 
to  the  start  of  the  award  year  shall  not 
become  effective  until  the  beginning  of  the 
second  award  year  after  the  December  1 
date. 

"(d)  Notice  to  Congress.— The  Secretary 
shall  notify  the  Committee  on  Labor  and 
Human  Resources  of  the  Senate  and  the 
Committee  on  Education  and  Labor  of  the 
House  of  Representatives  when  the  items 
specified  in  the  calendar  have  been  complet- 
ed and  provide  all  relevant  forms,  rules,  and 
instructions  with  such  notice.  MTien  a  dead- 
line included  in  the  calendar  is  not  met.  the 
Secretary,  within  7  days,  shall  submit  to  the 
Committee  on  Labor  and  Human  Resources 
of  the  Senate  and  the  Committee  on  Educa- 
tion and  Labor  of  the  House  of  Representa- 
tives a  written  report,  including  proper  doc- 
umentation, as  to  why  the  deadline  was  not 
adhered  to  and  a  detailed  plan  for  ensuring 
that  subsequent  dates  are  met.  Nothing  in 
this  section  shall  be  interpreted  to  penalize 
institutions  or  deny  them  the  specified  times 
allotted  to  enable  them  to  return  informa- 
tion to  the  Secretary  based  on  the  failure  of 
the  Secretary  to  adhere  to  the  dates  specified 
in  this  section. 

"FORMS  AND  REGULATIONS 

"Sec.  483.  (a)  Common  Financial  Aw  Form 
AND  Processing.— (1)  The  Secretary,  in  coop- 
eration with  representatives  of  agencies  and 
organizations  involved  in  student  financial 
assistance,  shall  prescribe  a  common  finan- 
cial reporting  form  to  be  used  to  determine 
the  need  and  eligibility  of  a  student  for  fi- 
nancial assistance  under  parts  A.  C.  and  E 
of  this  title  (other  than  under  subpart  3  of 
part  A)  and  to  determine  the  need  of  a  stu- 
dent for  the  purpose  of  part  B  of  this  title. 
For  the  purpose  of  collecting  eligibility  and 
other  data  for  the  purpose  of  part  B.  guaran- 
ty agencies,  in  cooperation  with  the  Secre- 
tary, shall  develop  separate,  identifiable 
loan  application  documents  that  applicants 
shall  submit  directly  to  eligible  lenders.  No 
student  or  parent  of  a  student  shall  be 
charged  a  fee  for  processing  the  form  pre- 
scribed by  the  Secretary  whether  the  student 
completes  that  form  or  any  other  approved 
form.  A  student  or  parent  may  t>e  charged  a 
fee  for  processing  an  institutional  or  a  State 
financial  aid  form  or  data  elements  that  is 
not  reguired  by  the  Secretary. 

"(2)  The  Secretary  shall,  to  the  extent  prac- 
ticable, enter  into  not  less  than  3  contracts 
with  States,  institutions  of  higher  educa- 
tion, or  private  organizations  for  the  pur- 
pose of  processing  the  application  required 
under  this  subsection  and  issuing  eligibility 
reports. 


"(3)  The  Secretary  shall  reimburse  all  ap- 
proved contractors  at  a  reasonable  predeter- 
mined rate  for  processing  such  applications, 
for  issuing  eligibility  reports,  and  for  carry- 
ing out  other  services  or  requirements  that 
may  be  prescribed  by  the  Secretary. 

"(4)  All  approved  contractors  shall  be  re- 
quired to  adhere  to  all  editing,  processing, 
and  reporting  requirements  established  by 
the  Secretary  to  ensure  consistency. 

"(5)  Nothing  in  this  section  shall  prohibit 
States,  institutions  of  higher  education,  or 
private  organizations  from  simultaneously 
collecting  data  elements,  in  addition  to  the 
data  elements  prescribed  by  the  Secretary,  as 
may  be  necessary  to  determine  the  eligibility 
of  a  student  for  financial  aid  funds  not  cov- 
ered by  this  title. 

"(b)  Information  to  Committees  of  Con- 
gress.—Copies  of  all  rules,  regulations, 
guidelines,  instructions,  and  application 
forms  published  or  promulgated  pursuant  to 
this  title  shall  be  provided  to  the  Committee 
on  Labor  and  Human  Resources  of  the 
Senate  and  the  Committee  on  Education 
and  Labor  of  the  House  of  Representatives 
at  least  45  days  prior  to  their  effective  date. 

"(c)  Information  on  Eligibility  for  As- 
sistance.—To  help  ensure  access  to  postsec- 
ondary  education  by  providing  early  notice 
to  students  of  their  potential  eligibility  for 
financial  aid.  the  Secretary  is  authorized  to 
enter  into  contracts  with  States,  institu- 
tions of  higher  education,  and  private  orga- 
nizations for  the  purpose  of— 

"(1)  developing  a  common  pre -eligibility 
Federal  financial  aid  form. 

"(2)  distributing  and  processing  such  form 
on  a  year-round  basis  free  of  charge  to  stu- 
dents, and 

"(3)  issuing,  on  the  basis  of  information 
reported  by  the  student  on  such  form,  a  pre- 
etigibility  index  designed  to  estimate  the 
amount  of  Federal  (and,  if  feasible,  non-Fed- 
eral) funds  for  which  the  student  might 
qualify  in  later  completing  and  submitting 
the  application  form  called  for  under  this 
section. 

The  Secretary  shall  widely  disseminate  the 
pre-eligibility  form  through  post  offices  and 
other  appropriate  Federal  installations, 
schools,  postsecondary  institutions,  librar- 
ies, and  community-based  agencies,  includ- 
ing projects  assisted  under  subparts  4  and  5 
of  part  A  of  this  title. 

"('d)  Toll-free  Information.— The  Secre- 
tary shall  contract  for.  or  establish,  and 
publicize  a  toll-free  telephone  number  to 
provide  timely  and  accurate  information  to 
the  general  public.  The  information  provid- 
ed shall  include  specific  instructions  on 
completing  application  forms  for  assistance 
under  this  title. 

"(e)  Notice  of  Student  Aid  Receipt.— (1) 
The  Secretary  shall  develop  a  single  form  on 
which  the  amount  of  assistance  received 
under  this  title  (except  assistance  received 
under  subparts  4.  5,  and  7  of  part  A)  by  each 
student  who  receives  such  assistance  can  be 
recorded.  This  form  shall  be  titled  'United 
States  Department  of  Education.  Federal 
Student  Assistance  Report'.  Such  form  shall 
have  prominently  displayed  the  Great  Seal 
of  the  United  States.  Such  form  shall  be  the 
same  or  a  closely  similar  color  to  that  of 
checks  issued  by  the  Treasury  Department 
and  be  provided  by  the  Secretary  free  to  eli- 
gible institutions  in  sufficient  quantity  and 
in  a  timely  manner  so  that  each  eligible  in- 
stitution can  provide  a  completed  copy  to 
each  recipient  of  assistance  under  this  title 
(except  assistance  received  under  subparts  4. 
5.  and  7  of  part  A)  at  the  time  awards  are 
made  but  not  less  than  once  annually. 


"(2)  Eligible  institutions  shall  provide  to 
each  recipient  of  assistance  under  this  title 
(except  assistance  received  under  subparts  4. 
5.  and  7  of  part  A)  a  completed  copy  of  the 
United  States  Department  of  Education. 
Federal  Student  Assistance  Report'  form  at 
the  time  awards  are  made  but  not  less  than 
once  annually. 

"student  eligibility 

"Sec.  484.  (a)  In  General.— In  order  to  re- 
ceive any  grant,  loan,  or  work  assistance 
under  this  title,  a  student  must— 

"(1)  be  enrolled  or  accepted  for  enrollment 
in  a  degree,  certificate,  or  other  program 
leading  to  a  recognized  educational  creden- 
tial at  an  institution  of  higher  education 
that  is  an  eligible  institution  in  accordance 
with  the  protnsions  of  section  487: 

"(2)  if  the  student  is  presently  enrolled  at 
an  institution,  be  maintaining  satisfactory 
progress  in  the  course  of  study  the  student  is 
pursuing  in  accordance  with  the  provisions 
of  subsection  (c): 

"(3)  not  owe  a  refund  on  grants  previously 
received  at  any  institution  under  this  title, 
or  be  in  default  on  any  loan  from  a  student 
loan  fund  at  any  institution  provided  for  in 
part  E.  or  a  loan  made,  insured,  or  guaran- 
teed by  the  Secretary  under  this  title  for  at- 
tendance at  any  institution: 

"(4)  file  with  the  institution  of  higher  edu- 
cation which  the  student  intends  to  attend, 
or  is  attending  (or  in  the  case  of  a  loan  or 
loan  guarantee  with  the  lender),  a  statement 
of  educational  purpose  (which  need  not  be 
notarized  but  which  shall  include  such  stu- 
dent's social  security  number  or.  if  the  stu- 
dent does  not  have  a  social  security  number, 
such  student's  student  identification 
number)  stating  that  the  money  attributable 
to  such  grant,  loan,  or  loan  guarantee  will 
be  used  solely  for  expenses  related  to  attend- 
ance or  continued  attendance  at  such  insti- 
tution: and 

"(51  be  a  citizen  or  national  of  the  United 
States,  a  permanent  resident  of  the  United 
States,  in  the  United  States  for  other  than  a 
temporary  purpose  and  able  to  provide  evi- 
dence from  the  Immigration  and  Natural- 
ization Sen'ice  of  his  or  her  intent  to 
tyecome  a  permanent  resident,  or  a  perma- 
nent resident  of  the  Trust  Territory  of  the 
Pacific  Islands.  Guanu  or  the  Northern  Mar- 
iana Islands. 

"(b)  Eligibility  for  Student  Loans.— In 
order  to  be  eligible  to  receive  any  loan  under 
this  title  (other  than  a  loan  under  section 
428A.  428B.  or  428C)  for  any  period  of  en- 
rollment, a  student  who  is  not  a  graduate  or 
professional  student  (as  defined  in  regula- 
tions of  the  Secretary),  and  who  is  enrolled 
in  a  program  at  an  institution  which  has  a 
participation  agreement  with  the  Secretary 
to  make  awards  under  subpart  1  of  part  A  of 
this  title,  shall— 

"(1)  have  received  a  determination  of  eli- 
gibility or  ineligibility  for  a  grant  under 
such  subpart  1  for  such  period  of  enrollment; 
or 

"(2)  have  (A)  filed  an  application  with  the 
Pell  Grant  processor  for  such  institution  for 
such  enrollment  period,  and  (B)  received 
from  the  financial  aid  administrator  of  the 
institution  a  preliminary  determination  of 
the  student's  eligibility  or  ineligibility  for  a 
grant  under  such  subpart  1. 

"(c)  Satisfactory  Progress.— (1)  For  the 
purpose  of  subsection  (a)(2).  a  student  is 
maintaining  satisfactory  progress  if— 

"(A)  the  institution  at  which  the  student  is 
in  attendance,  reviews  the  progress  of  the 
student  at  the  end  of  each  academic  year,  or 
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its  equivalent,  as  determined  by  the  institu- 
tion, and 

"(B)  the  student  has  a  cumulative  C  aver- 
age, or  its  equivalent  or  academic  standing 
consistent  with  the  requirements  for  gradua- 
tion, as  determined  by  the  institution,  at  the 
end  of  the  second  such  academic  year. 

"(2)  Whenever  a  student  fails  to  meet  the 
eligibility  requirements  of  subsection  (a)i2) 
as  a  result  of  the  application  of  this  subsec- 
tion and  subsequent  to  that  failure  the  stu- 
dent has  academic  standing  consistent  with 
the  requirements  for  graduation,  as  deter- 
mined by  the  institution,  for  any  grading 
period,  the  student  may.  subject  to  this  sub- 
section, again  be  eligible  under  subsection 
la)(2)  for  a  grant  loan,  or  work  assistance 
under  this  title. 

"131  Any  institution  of  higher  education  at 
which  the  student  is  in  attendance  may 
waive  the  provisions  of  paragraph  (li  or 
paragraph  12)  of  this  subsection  for  undue 
hardship  based  on— 

"(A)  the  death  of  a  relative  of  the  student. 

"(B)  the  personal  injury  or  illness  of  the 
student,  or 

"(C)  special  circumstances  as  determined 
by  the  institution. 

"(d)  Abiuty  To  Benefit.— a  student  who  is 
admitted  on  the  basis  of  the  ability  to  bene- 
fit from  the  education  or  training  in  order 
to  remain  eligible  for  any  grant,  loan,  or 
work  assistance  under  this  title  shall— 

"(1)  receii^e  the  general  education  diploma 
prior  to  the  student's  certification  or  grad- 
uation from  the  program  of  study,  or  by  the 
end  of  the  first  year  of  the  course  of  study, 
whichever  is  earlier:  or 

"(2)(A)  be  counseled  prior  to  admissions 
or  be  administered  a  nationally  recognised 
standardized  or  industry  developed  lest,  sub- 
ject to  criteria  developed  by  the  appropriate 
accrediting  association,  measuring  the  ap- 
plicant's aptitude  to  complete  successfully 
the  program  to  which  he  has  applied;  and 

"(B)  with  respect  to  applicants  who  are 
unable  to  satisfy  the  institution's  admis- 
sions testing  requirements  specified  in  sub- 
paragraph (A),  be  enrolled  in  an  institution- 
ally prescribed  program  or  course  of  remedi- 
al or  developmental  education,  not  to  exceed 
one  academic  year  or  its  equii^alent. 

"(e)  Certification  for  GSL  Eligibility.— 
Each  eligible  institution  may  certify  student 
eligibility  for  a  loan  by  an  eligible  lender 
under  part  B  of  this  title  prior  to  completing 
the  review  for  accuracy  of  the  information 
submitted  by  the  applicant  required  by  regu- 
lations issued  under  this  title,  if— 

"(1)  checks  for  the  loans  are  mailed  to  the 
eligible  institution  prior  to  disbursements; 

"(2)  the  disbursement  is  not  made  until 
the  review  is  complete;  and 

"(3)  the  eligible  institution  has  no  evi- 
dence or  documentation  on  which  the  insti- 
tution may  base  a  determination  that  the 
information  submitted  by  the  applicant  is 
incorrect 

"(f)  Verification  Limitations.- Notwith- 
standing any  other  provision  of  law.  the 
Secretary  may  not  require,  or  prescribe  regu- 
lations that  require,  institutions  to  verify 
the  accuracy  of  data  used  to  determine  the 
eligilnlity  for  any  program  under  this  title 
for  more  than  30  percent  of  the  applicants 
in  any  award  year. 

"(g)  Loss  of  Eligibility  for  Violation  of 
Loan  LiMns.^^No  student  shall  be  eligible  to 
receive  any  grant,  loan,  or  work  assistance 
under  this  title  if  the  eligible  institution  de- 
termines that  the  student  twrrowed  in  viola- 
tion of  the  annual  loan  limits  under  part  B 
or  part  E  of  this  title  in  the  same  academic 
year,  or  if  the  student  borrowed  in  excess  of 


the  aggregate  maximum  loan  limits  under 
such  part  B  or  part  E. 

"statute  of  limitations 

"Sec.  4S4A.  (a)  In  General.— Notwith- 
standing any  provision  of  State  law  that 
would  set  an  earlier  deadline  for  filing 
suit— 

"(1)  an  institution  which  receives  funds 
under  this  title  may  file  suit  for  collection  of 
a  refund  due  from  a  student  on  a  grant 
made  or  work  assistance  awarded  under  this 
title  during  a  period  of  time  extending  at 
least  until  a  date  6  years  (exclusive  of  peri- 
ods during  which  the  State  statute  of  limita- 
tions period  otherwise  applicable  to  the  suit 
would  be  lolled  under  State  law)  after  the 
date  the  refund  first  became  due; 

"(2)  a  guaranty  agency  which  has  an 
agreement  with  the  Secretary  under  section 
428(c)  may  file  suit  for  collection  of  the 
amount  due  from  a  borrower  on  a  loan 
made  under  part  B  of  this  title  during  a 
period  of  time  extending  at  least  until  a 
date  6  years  (exclusive  of  periods  during 
which  the  State  statute  of  limitations  period 
otherwise  applicable  to  the  suit  would  be 
tolled  under  State  law)  after  the  date  such 
guaranty  agency  reimburses  the  previous 
holder  of  the  loan  for  its  loss  on  account  of 
the  default  of  the  borrower: 

"(3)  an  institution  which  has  an  agree- 
ment with  the  Secretary  pursuant  to  section 
463(a)  may  file  suit  for  collection  of  the 
amount  due  from  a  borrower  on  a  loan 
made  under  part  E  of  this  title  during  a 
period  of  time  extending  at  least  until  a 
date  6  years  (exclusive  of  periods  during 
which  the  State  statute  of  limitations  period 
otherwise  applicable  to  the  suit  would  be 
lolled  under  State  law)  after  the  date  of  the 
default  of  !he  borrower  with  respect  to  that 
amount:  and 

"(4)  subject  to  the  provisions  of  section 
2416  of  title  28  of  the  United  States  Code,  the 
Attorney  General  may  file  suit— 

"(A)  for  payment  of  a  refund  due  from  a 
student  on  a  grant  made  under  this  title 
until  6  years  following  the  date  on  which  the 
refund  first  became  due: 

"(B)  for  collection  of  the  amount  due  the 
Secretary  from  a  borrower  pursuant  to  sec- 
tion 428  (c)(2)(D)  and  (c)(8)  of  this  title 
until  6  years  following  the  date  on  which  the 
loan  is  assigned  to  the  Secretary  under  part 
B  of  this  title:  and 

"(C)  for  collection  of  the  amount  due  from 
a  borrower  on  a  loan  made  under  part  E 
until  6  years  following  the  date  on  which  the 
loan  is  assigned,  transferred,  or  referred  to 
the  Secretary  under  part  E  of  this  title. 

"(b)  Assessment  of  Costs  and  Other 
Charges.— Notwithstanding  any  provision 
of  State  law  to  the  contrary— 

"(1)  a  borrower  who  has  defaulted  on  a 
loan  made  under  this  title  shall  be  required 
to  pay,  in  addition  to  other  charges  speci- 
fied in  this  title,  reasonable  collection  costs; 
and 

"(2)  in  collecting  any  obligation  arising 
from  a  loan  made  under  part  B  of  this  title, 
a  guaranty  agency  or  the  Secretary  shall  not 
be  subject  to  a  defense  raised  by  any  borrow- 
er based  on  a  claim  of  infancy. 

"institutional  and  financial  assistance 
information  for  students 

"Sec.  485.  (a)  Information  Dissemination 
Activities.— (1)  Each  eligible  institution 
participating  in  any  program  under  this 
title  shall  carry  out  information  dissemina- 
tion activities  for  prospective  and  enrolled 
students  (including  those  attending  or  plan- 
ning to  attend  less  than  full  time)  regarding 
the  institution  and  all  financial  assistance 
under  this  title.  The  information  required  by 


this  section  shall  be  produced  and  be  made 
readily  available,  through  appropriate  pub- 
lications and  mailings,  to  all  current  stu- 
dents, and  to  any  prospective  student  upon 
request  The  information  required  by  this 
section  shall  accurately  describe— 

"(A)  the  student  financial  assistance  pro- 
grams available  to  students  who  enroll  at 
such  institution; 

"(B)  the  methods  by  which  such  assistance 
is  distributed  among  student  recipients  who 
enroll  at  such  institution: 

"(C)  any  means,  including  forms,  by 
which  application  for  student  financial  as- 
sistance is  made  and  requirements  for  accu- 
rately preparing  such  application; 

"(D)  the  rights  and  responsibilities  of  stu- 
dents receiving  financial  assistance  under 
this  title; 

"(E)  the  cost  of  attending  the  institution, 
including  (i)  tuition  and  fees,  (ii)  books  and 
supplies.  (Hi)  estimates  of  typical  student 
room  and  board  costs  or  typical  commuting 
costs,  and  (iv)  any  additional  cost  of  the 
program  in  which  the  student  is  enrolled  or 
expresses  a  specific  interest; 

"(F)  a  statement  of  the  refund  policy  of  the 
institution  for  the  return  of  unearned  tui- 
tion and  fees  or  other  refundable  portion  of 
cost  as  described  in  subparagraph  (E)  of 
this  paragraph; 

"(G)  the  academic  program  of  the  institu- 
tion, including  (i)  the  current  degree  pro- 
grams and  other  educational  and  training 
programs,  (ii)  the  instructionat  laboratory, 
and  other  physical  plant  facilities  which 
relate  to  the  academic  program,  and  (Hi)  the 
faculty  and  other  instructional  personnel; 

"(H)  each  person  designated  under  subsec- 
tion (c)  of  this  section,  and  the  methods  by 
which  and  locations  in  which  any  person  so 
designated  may  be  contacted  by  students 
and  prospective  students  who  are  seeking  in- 
formation required  by  this  subsection; 

"(I)  special  facilities  and  services  avail- 
able to  handicapped  students; 

"(J)  the  names  of  associations,  agencies, 
or  governmental  bodies  which  accredit  ap- 
prove, or  license  the  institution  and  its  pro- 
grams, and  the  procedures  under  which  any 
current  or  prospective  student  may  obtain 
or  review  upon  request  a  copy  of  the  docu- 
ments describing  the  institution's  accredita- 
tion, approval,  or  licensing;  and 

"(K)  the  standards  which  the  student  must 
maintain  in  order  to  be  considered  to  be 
making  satisfactory  progress,  pursuant  to 
section  484(a)(2). 

"(2)  For  the  purpose  of  this  section,  the 
term  'prospective  student'  means  any  indi- 
vidual who  has  contacted  an  eligible  institu- 
tion requesting  information  concerning  ad- 
mission to  that  institution. 

"(b)  Exit  Counseling  for  Borrowers.— 
Each  eligible  institution  shall  through  fi- 
nancial aid  officers  or  otherwise,  make 
available  counseling  to  (Mrroieers  (individ- 
ually or  in  groups)  of  loans  which  are  made, 
insured,  or  guaranteed  under  part  B  of  this 
title  or  made  under  part  E  of  this  title  prior 
to  the  completion  of  the  course  of  study  for 
which  the  borrower  enrolled  at  the  institu- 
tion or  at  the  time  of  departure  from  such 
institution.  The  counseling  required  by  this 
subsection  shall  include— 

"(1)  general  information  with  respect  to 
the  average  indebtedness  of  students  who 
have  loans  under  part  B  or  part  E;  and 

"(2)  the  average  anticipated  monthly  re- 
payments, a  review  of  the  repayment  op- 
tions available,  together  with  such  debt  and 
management  strategies  as  the  institution  de- 
termines are  designed  to  facilitate  the  repay- 
ment of  such  indebtedness. 
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In  the  case  of  a  borrower  who  leaves  an  in- 
stitution without  the  prior  knowledge  of  the 
institution,  the  institution  shall  attempt  to 
provide  the  information  to  the  student  in 
writing. 

"(c)  Financial  Assistance  Information 
Personnel.— Each  eligible  institution  shall 
designate  an  employee  or  group  of  employ- 
ees who  shall  be  available  on  a  full-time 
basis  to  assist  students  or  potential  students 
in.  obtaining  information  as  specified  in 
subsection  (a).  The  Secretary  may,  by  regu- 
lation, waive  the  requirement  that  an  em- 
ployee or  employees  be  available  on  a  full- 
time  basis  for  carrying  out  responsibilities 
required  under  this  section  whenever  an  in- 
stitution in  which  the  total  enrollment,  or 
the  portion  of  the  enrollment  participating 
in  programs  under  this  title  at  that  institu- 
tion, is  too  small  to  necessitate  such  employ- 
ee or  employees  t>eing  available  on  a  full- 
time  basis.  No  such  waiver  may  include  per- 
mission to  exempt  any  such  institution  from 
designating  a  specific  individual  or  a  group 
of  individuals  to  carry  out  the  provisions  of 
this  section. 

"Id!  Departmental  Publication  of  De- 
scriptions OF  Assistance  Programs.— The 
Secretary  shall  make  available  to  eligible  in- 
stitutions, eligible  lenders,  and  secondary 
schools  descriptions  of  Federal  student  as- 
sistance programs  including  the  rights  and 
responsibilities  of  student  and  institutional 
participants,  in  order  to  (1)  assist  students 
in  gaining  information  through  institution- 
al sources,  and  (21  assist  institutions  in  car- 
rying out  the  provisions  of  this  section,  so 
that  individual  and  institutional  partici- 
pants will  l>e  fully  aware  of  their  rights  and 
responsibilities  under  such  programs.  In 
particular,  such  information  shall  include 
information  to  enable  students  and  prospec- 
tive students  to  assess  the  debt  burden  and 
monthly  and  total  repayment  obligations 
that  will  be  incurred  as  a  result  of  receiving 
loans  of  varying  amounts  under  this  title. 
Such  information  shall  be  provided  by  eligi- 
ble institutions  and  eligible  lenders  at  any 
time  that  information  regarding  loan  avail- 
ability is  provided  to  any  student. 

"COMBINED  PA  YMENT  PLAN 

"Sec.  485A.  la)  Eligibility  for  Plan.— 
Upon  the  request  of  the  borrower,  a  lender 
described  in  clause  (i).  Hi),  or  (Hi)  of  section 
428C(a)(l)  of  this  Act,  or  defined  in  subpart 
I  of  part  C  of  title  VII  of  the  Public  Health 
Service  Act  may,  with  respect  to  a  consolida- 
tion loan  made  under  section  42SC  of  this 
Act  (and  section  439(o)  of  this  Act  as  in 
effect  prior  to  the  enactment  of  section 
428C)  and  loans  guaranteed  under  subpart  I 
of  part  C  of  title  VII  of  the  Public  Health 
Service  Act  (known  as  Health  Education  As- 
sistance Loans),  offer  a  combined  payment 
plan  under  which  the  lender  shall  submit 
one  bill  to  the  borrower  for  the  repayment  of 
all  such  loans  for  the  monthly  or  other  simi- 
lar period  of  repayment 

"(b)  Applicability  of  Other  Require- 
ments. ^A  lender  offering  a  combined  pay- 
ment plan  shall  comply  with  all  provisions 
of  section  428C  applicable  to  loans  consoli- 
dated or  to  be  consolidated  and  shall  comply 
with  all  provisions  of  subpart  I  of  part  C  of 
title  VII  of  the  Public  Health  Service  Act  ap- 
plicable to  loans  under  that  subpart  which 
are  made  part  of  the  combined  payment 
plan,  except  that  a  lender  offering  a  com- 
bined payment  plan  under  this  section  may 
offer  consolidation  loans  pursuant  to  sec- 
tion 428C(b)(l)(A)  if  such  lender  holds  any 
outstanding  loan  of  a  borrower  which  is  se- 
lected for  inclusion  in  a  combined  payment 
platL 


"(c)  Lender  Eligibility.— Such  lender  may 
offer  a  combined  payment  plan  only  if— 

"(1)  the  lender  holds  an  outstanding  loan 
of  that  borrower  which  is  selected  by  the  bor- 
rower for  incorporation  into  a  combined 
payment  plan  pursuant  to  this  section  (in- 
cluding loans  which  are  selected  by  the  bor- 
rower for  consolidation  under  this  section); 
or 

"(2)  the  borrower  certifies  that  the  borrow- 
er has  sought  and  has  been  unable  to  obtain 
a  combined  payment  plan  from  the  holders 
of  Pie  outstanding  loans  of  that  borrower. 

"(d)  Borrower  Selection  of  Competing 
Offers.— In  the  case  of  multiple  offers  by 
lenders  to  administer  a  combined  payment 
plan  for  a  borrower,  the  borrower  shall  select 
from  among  them  the  lender  to  administer 
the  combined  payment  plan  including  its 
loan  consolidation  component 

"(e)  Effect  of  Plan.— Upon  selection  of  a 
lender  to  administer  the  combined  payment 
plan,  the  lender  may  reissue  any  Health 
Education  Assistance  Loan  selected  by  the 
borrower  for  incorporation  in  the  combined 
payment  plan  which  is  not  held  by  such 
lender  and  the  proceeds  of  such  reissued 
loan  shall  be  paid  by  the  lender  to  the  holder 
or  holders  of  the  loans  so  selected  to  dis- 
charge the  liability  on  such  loans,  if— 

"(1)  the  lender  selected  to  administer  the 
combined  payment  plan  has  determined  to 
its  satisfaction,  in  accordance  with  reasona- 
ble and  prudent  business  practices,  for  each 
loan  being  reissued  (A)  that  the  loan  is  a 
legal,  valid,  and  binding  obligation  of  the 
borrower:  (Bi  that  each  such  loan  was  made 
and  serviced  in  compliance  with  applicable 
laws  and  regulations:  and  (C)  the  insurance 
on  such  loan  is  in  full  force  and  effect:  and 

"(2)  the  loan  being  reissued  was  not  in  de- 
fault (as  defined  in  section  733(e)(3)  of  the 
Public  Health  Service  Act)  at  the  time  the  re- 
quest for  a  combined  payment  plan  is  made. 

"(f)  Notes  and  Insurance  Certificates.- 
(1)  Each  loan  reissued  under  subsection  (e) 
shall  be  evidenced  by  a  note  executed  by  the 
borrower.  The  Secretary  of  Health  and 
Human  Services  shall  insure  such  loan 
under  a  certificate  of  comprehensive  insur- 
ance with  no  insurance  limit  but  any  such 
certificate  shall  only  be  issued  to  an  author- 
ized holder  of  loans  insured  under  subpart  I 
of  part  C  of  title  VII  of  the  Public  Health 
Service  Act  (including  the  Student  Loan 
Marketing  Association).  Such  certificates 
shall  provide  that  all  loans  reissued  under 
this  section  shall  be  fully  insured  against 
loss  of  principal  and  interest  Any  insurance 
issued  with  respect  to  loans  reissued  under 
this  section  shall  be  excluded  from  the  limi- 
tation on  maximum  insurance  authority  set 
forth  in  section  728(a)  of  the  Public  Health 
Service  Act  Notwithstanding  the  provisions 
of  section  729(a)  of  the  Public  Health  Serv- 
ice Act  the  reissued  loan  shall  be  made  in 
an  amount  including  outstanding  princi- 
pal capitalized  interest  accrued  unpaid  in- 
terest not  yet  capitalized,  and  authorized 
late  charges.  The  proceeds  of  each  such  loan 
will  be  paid  by  the  lender  to  the  holder  of  the 
original  loan  being  reissued  and  the  borrow- 
er's obligation  to  that  holder  on  that  loan 
shall  be  discharged. 

"(2)  Except  as  otherwise  specifically  pro- 
vided for  under  the  proiHsions  of  this  sec- 
tion, the  terms  of  any  reissued  loan  shall  be 
the  same  as  the  terms  of  the  original  loan. 
The  maximum  repayment  period  for  a  loan 
reissued  under  this  section  shall  not  exceed 
the  remainder  of  the  period  which  would 
have  been  permitted  on  the  original  loan.  If 
the  lender  holds  more  than  one  loan  insured 
under  subpart  I  of  part  C  of  title  VII  of  the 


Public  Health  Service  Act  the  maximum  re- 
payment period  for  all  such  loans  may 
extend  to  the  latest  date  permitted  for  any 
individual  loan.  Any  reissued  loan  may  6e 
consolidated  with  any  other  Health  Educa- 
tion Assistance  Loan  as  provided  in  the 
Public  Health  Service  Act  and,  with  the 
concurrence  of  the  borrower,  repayment  of 
any  such  loans  during  any  period  may  be 
made  in  amounts  that  are  less  than  the  in- 
terest that  accrues  on  suc/i  loans  during  that 
period. 

"(g)  Termination  of  Borrower  Eligibil- 
ity.—The  status  of  an  individual  as  an  eligi- 
ble combined  payment  plan  borrower  termi- 
nates upon  receipt  of  a  comlyined  payment 
plan. 

"(h)  Fees  and  Premiums.— No  origination 
fee  or  insurance  premium  shall  be  charged 
to  the  borrower  on  any  combined  payment 
plan,  and  no  origination  fee  or  insurance 
premium  shall  be  payable  by  the  lender  to 
the  Secretary  of  Health  and  Human  Serv- . 
ices. 

"(i)  Commencement  of  Repayment.— Re- 
payment of  a  combined  payment  plan  shall 
commence  within  60  days  after  the  later  of 
the  date  of  acceptance  of  the  lender's  offer  to 
administer  a  combined  payment  plan,  the 
making  of  the  consolidation  loan  or  the  reis- 
suance of  any  Health  Education  Assistance 
Loans  pursuant  to  subsection  (e). 

"national  student  loan  data  system 

"Sec.  48 5B.  (a)  Authority  of  the  Secre- 
tary.—In  order  to  assure  improved  and  ac- 
curate information  on  student  loan  indebt- 
edness and  institutional  lending  practices, 
and  to  insure  improved  compliance  with  the 
repayment  and  loan  limitation  provisions 
of  this  title,  the  Secretary  is  authorized  to 
establish  and  carry  out  a  nationwide  com- 
puterized student  loan  data  system  contain- 
ing information  regarding  loans  made,  in- 
sured, or  guaranteed  under  part  B  and  loans 
made  under  part  E.  The  information  in  the 
data  system  shall  include— 

"(1)  the  exact  amount  of  such  loans  made: 

"(2)  the  names,  social  security  numbers, 
and  addresses  of  the  borrowers  (and  in  the 
case  of  dependent  students  the  names  and 
addresses  of  the  parents  of  such  students): 

"(3)  the  guaranty  agency  responsible  for 
the  guarantee  of  the  loan  in  the  case  of  loans 
made,  insured,  or  guaranteed  under  part  B: 
and 

"(4)  the  institution  of  higher  education  or 
organization  responsible  for  loans  made 
under  part  E. 

The  information  to  be  stored  in  the  student 
loan  data  system  established  by  this  subsec- 
tion shall  t>e  furnished  by  guaranty  agencies 
for  loans  made,  insured,  or  guaranteed 
under  part  B  and  by  institutions  of  higher 
education  for  loans  made  under  part  E. 

"(b)  Access  to  Information.— (1)  Subject 
to  the  provisions  of  paragraphs  (2)  and  (3), 
and  notwithstanding  the  provisions  of  sec- 
tion 552(a)  of  title  5,  United  States  Code,  re- 
lating to  freedom  of  information,  access  to 
information  in  the  data  system  established 
and  maintained  pursuant  to  subsection  (a) 
of  this  section  shall  be  restricted  to  individ- 
uals and  Federal  agencies,  specifically  au- 
thorized by  the  Secretary  to  have  such 
access. 

"(2)  In  carrying  out  this  subsection,  the 
Secretary  shall  approve  access  to  informa- 
tion for— 

"(A)  research  on  student  loan  practices, 
student  and  parental  indebtedness,  repay- 
ment and  debt  collection  trends.  Federal 
costs  associated  with  the  guaranteed  student 
loan  program  under  part  B  of  this  title,  in- 
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eluding  the  cost  of  interest  subsidies  and 
special  allowance  payments; 

"(B>  the  improvement  of  Federal  debt  col- 
lection practices  and  Federal  criminal  pros- 
ecutions under  this  title,  relating  to  loans 
made,  insured,  or  guaranteed  under  part  B 
or  loans  under  part  E  of  this  title: 

"(Cf  furnishing  information  in  response 
to  an  official  request  made  by  any  commit- 
tee of  the  Congress:  and 

"(Dl  any  guaranty  agency  under  part  B. 
except  that  such  access  shall  6e  limited  to 
the  name,  social  security  number,  and  the 
amount  of  indebtedness,  including  the 
amount  borrowed  each  year,  of  a  borrower 
for  whom  the  guaranty  agency  provides  in- 
surance. 

"(3)  No  name,  address,  or  social  security 
numt)er  of  any  individual  borrower  may  be 
made  available  to  any  requesting  individ- 
ual. Federal  agency,  or  organization,  unless 
the  Secretary  determines  that  the  request  is 
connected  with  the  enforcement  or  debt  col- 
lection responsibilities  imposed  by  Federal 
law  on  such  individual,  agency,  or  organisa- 
tion. 

"(4)  In  carrying  out  this  subsection,  the 
Secretary  shall  require  semiannual  reports 
(continuing  the  information  set  forth  in 
subsection  'a)  (1)  and  (2)i  from  each  guar- 
anty agency  responsible  for  the  guarantee  of 
loans  made,  insured,  or  guaranteed  under 
part  B  and  any  institution  of  higher  educa- 
tion or  proprietary  institution  responsible 
for  a  loan  made  under  part  E. 

"lo  Verification  Not  ReoLiRED.—ne  Sec- 
retary shall  not  require  lenders,  guaranty 
agencies,  or  institutions  of  higher  education 
to  verify  information  or  obtain  eligibility  or 
other  information  through  the  National  Stu- 
dent Loan  Data  System  prior  to  making, 
guaranteeing,  or  certifying  a  loan  under 
part  B  or  part  E. 

"(d)  Report  to  Congress.— TTie  Secretary 
shall  prepare  and  submit  to  the  Congress 
twice  in  each  fiscal  year  a  report  describing 
the  results  obtained  by  the  establishment 
and  operation  of  the  student  loan  data 
system  authorized  by  this  section. 

"TRAINING  IN  FINANCIAL  AID  AND  STUDENT 
SUPPORT  SER  VICES 

"Sec.  486.  (a)  Program  AvTHORiTY.  —  Thc 
Secretary  is  authorized  to  enter  into  con- 
tracts with  appropriate  public  agencies  or 
nonprofit  private  organizations  or  institu- 
tions of  higher  education  to  provide  train- 
ing for  financial  aid  administrators,  stu- 
dent peer  counselors,  student  staff  or  volun- 
teers, and  other  part-time  staff  and  volun- 
teers who  provide  financial  aid.  admissions 
and  academic  counseling  and  outreach,  and 
student  support  programs  in  postsecondary 
education  in  postsecondary  institutions, 
communities,  or  statewide  programs. 

"(bt  Use  of  Funds.— Financial  assistance 
under  this  section  may  be  used  for— 

"flJ  development  of  materials  and  in-serv- 
ice training  and  career  awareness  programs; 

"(2)  operation  of  short-term  trainin  insti- 
tutes designed  to  improve  the  skills  and 
career  awareness  of  participants  in  such  in- 
stitutes: and 

"(3)  special  programs  to  assist  in  training 
of  students  and  part-time  staff  or  volunteers 
at  iTistitutions  eligible  for  assistance  under 
title  III  of  this  Act. 

"(cl  Authorization  of  Appropriations.— 
There  are  authorized  to  be  appropriated 
1 1,000,000  to  carry  out  the  provisions  of  this 
section  for  fiscal  year  1981  and  for  each  of 
the  succeeding  fiscal  years  ending  prior  to 
October  1,  1986. 

"PROGRAM  participation  AGREEMENTS 

"Ssc.  487.  (a)  Required  for  Programs  of 
Assistance:  Contents.— In  order  to  t>e  an  eli- 


gible institution  for  the  purposes  of  any  pro- 
gram authorized  under  this  title,  an  institu- 
tion must  be  an  institution  of  higher  educa- 
tion or  an  eligible  institution  (as  that  term 
is  defined  for  the  purpose  of  that  program) 
and  shalL  except  with  respect  to  a  program 
under  subpart  3  of  part  A.  enter  into  a  pro- 
gram participation  agreement  with  the  Sec- 
retary. The  agreement  shall  condition  the 
initial  and  continuing  eligibility  of  an  in- 
stitution to  participate  in  a  program  upon 
compliance  with  the  following  requirements: 

"(1)  The  institution  will  use  funds  re- 
ceived by  it  for  any  program  under  this  title 
and  any  interest  or  other  earnings  thereon 
solely  for  the  purpose  specified  in  and  in  ac- 
cordance with  the  provision  of  that  pro- 
gram. 

"(2)  The  institution  shall  not  charge  any 
student  a  fee  for  processing  or  handling  any 
application,  form,  or  data  required  to  deter- 
mine the  student's  eligibility  for  assistance 
under  this  title  or  the  amount  of  such  assist- 
ance, or  for  completing  or  handling  the  Fed- 
eral Student  Assistance  Report  provided  for 
in  section  483(eK 

"(3)  The  institution  will  establish  and 
maintain  such  administrative  and  fiscal 
procedures  and  records  as  may  be  necessary 
to  ensure  proper  and  efficient  administra- 
tion of  funds  received  from  the  Secretary  or 
from  students  under  this  title. 

"(4)  The  institution  will  comply  with  the 
provisions  of  subsection  (bi  of  this  section 
and  the  regulations  prescribed  under  that 
subsection,  relating  to  fisca!  eligibility. 

"(S)  The  institution  will  submit  reports  to 
the  Secretary  and.  in  the  case  of  an  institu- 
tion participating  in  a  program  under  part 
B  or  part  E.  to  holders  of  loans  made  to  the 
institution's  students  under  such  parts  at 
such  times  and  containing  such  informa- 
tion as  the  Secretary  may  reasonably  require 
to  carry  out  the  purpose  of  this  title. 

"(61  The  institution  will  not  provide  any 
student  with  any  statement  or  certification 
to  any  lender  under  part  B  that  qualifies  the 
student  for  a  loan  or  loans  in  excess  of  the 
amount  that  student  is  eligible  to  borrow  in 
accordance  with  sections  425(a).  428(a)(2). 
and  428(b)(1)  (A)  and  (B). 

"(7)  The  institution  will  comply  with  the 
requirements  of  section  485. 

"(8)  In  the  case  of  an  institution  that  ad- 
vertises job  placement  rates  as  a  means  of 
attracting  students  to  enroll  in  the  institu- 
tion, the  institution  will  make  available  to 
prospective  students,  at  or  before  the  time  of 
application,  the  most  recent  available  data 
concerning  employment  statistics,  gradua- 
tion statistics,  and  any  other  information 
necessary  to  substantiate  the  truthfulness  of 
the  advertisements. 

"(9)  In  the  case  of  an  institution  partici- 
pating in  a  program  under  part  B.  the  insti- 
tution will  inform  all  eligible  borrowers  en- 
rolled in  the  institution  about  the  availabil- 
ity and  eligibility  of  such  borrowers  for 
State  grant  assistance  from  the  State  in 
which  the  institution  is  located,  and  will 
inform  such  borrowers  from  another  State  of 
the  source  for  further  information  concern- 
ing such  assistance  from  that  State. 

"(10)  The  institution  certifies  that  it  ha^ 
in  operation  a  drug  abuse  prevention  pro- 
gram that  is  determined  by  the  institution 
to  be  accessible  to  any  officer,  employee,  or 
student  at  the  institution. 

"(b)  Hearings.— (1)  An  institution  that  has 
received  written  notice  of  a  final  audit  or 
program  review  determination  and  that  de- 
sires to  have  such  determination  reviewed 
by  the  Secretary  shall  submit  to  the  Secre- 
tary a  written  request  for  review  not  later 


than  45  days  after  receipt  of  notification  of 
the  final  audit  or  program  review  determi- 
nation. 

'(2)  The  Secretary  shall,  upon  receipt  of 
written  notice  under  paragraph  (1),  arrange 
for  a  hearing  on  the  record  and  notify  the 
institution  within  30  days  of  receipt  of  such 
notice  the  date,  time,  and  place  of  such  hear- 
ing. Such  hearing  shall  take  place  not  later 
than  120  days  from  the  date  upon  which  the 
Secretary  notifies  the  institution. 

"(c)  Audits;  Financial  Responsibility;  En- 
forcement OF  Standards.— (1)  Notwith- 
standing any  other  provisions  of  this  title, 
the  Secretary  is  authorized  to  prescribe  such 
regulations  as  may  6e  necessary  to  provide 
for- 

"(A)(i)  except  as  provided  in  clause  (ii),  a 
financial  and  compliance  audit  of  an  eligi- 
ble institution,  with  regard  to  any  funds  ob- 
tained by  it  under  this  title  or  obtained  from 
a  student  or  a  parent  who  has  a  loan  in- 
sured or  guaranteed  by  the  Secretary  under 
this  title,  at  least  once  every  2  years  and 
covering  the  period  since  the  most  recent 
audit,  conducted  by  a  qualified,  independ- 
ent organization  or  person  in  accordance 
with  standards  established  by  the  Comptrol- 
ler General  for  the  audit  of  governmental  or- 
ganization, programs,  and  functions,  and  as 
prescribed  in  regulations  of  the  Secretary, 
the  results  of  which  shall  6e  submitted  to  the 
Secretary:  or 

"(ii)  with  regard  to  an  eligible  institution 
which  is  audited  under  chapter  75  of  title 
31.  United  States  Code,  deeming  such  audit 
lo  satisfy  the  requirements  of  clause  (i)  for 
the  period  covered  by  such  audit; 

"(B)  in  matters  not  governed  by  specific 
program  provisions,  the  establishment  of 
reasonable  standards  of  financial  responsi- 
bility and  appropriate  institutional  capabil- 
ity for  the  administration  by  an  eligible  in- 
stitution of  a  program  of  student  financial 
aid  under  this  title: 

"(C)  the  establishment,  by  each  eligible  in- 
stitution under  part  B  responsible  for  fur- 
nishing to  the  lender  the  statement  required 
by  section  428(a)(2)(A)(i).  of  policies  and 
procedures  by  which  the  latest  known  ad- 
dress and  enrollment  status  of  any  student 
who  has  had  a  loan  insured  under  this  part 
and  who  has  either  formally  terminated  his 
enrollment,  or  failed  to  re-enroll  on  at  lea^t 
a  half-time  basis,  at  such  institution,  shall 
be  furnished  either  to  the  holder  (or  if  un- 
known, the  insurer)  of  the  note,  not  later 
than  SO  days  after  such  termination  or  fail- 
ure to  re-enroll:  and 

"(D)  the  limitation,  suspension,  or  termi- 
nation of  the  eligibility  for  any  program 
under  this  title  of  any  otherwise  eligible  in- 
stitution, or  the  imposition  of  a  civil  penal- 
ty under  paragraph  (2)(B)  whenever  the  Sec- 
retary has  determined,  after  reasonable 
notice  and  opportunity  for  hearing  on  the 
record,  that  such  institution  has  violated  or 
failed  to  carry  out  any  provision  of  this  title 
or  any  regulation  prescribed  under  this  title, 
except  that  no  period  of  suspension  under 
this  section  shall  exceed  60  days  unless  the 
institution  and  the  Secretary  agree  to  an  ex- 
tension or  unless  limitation  or  termination 
proceedings  are  initiated  by  the  Secretary 
within  that  period  of  time. 

"(2)(A)  Upon  determination,  after  reason- 
able notice  and  opportunity  for  a  hearing 
on  the  record,  that  an  eli0ble  institution 
has  engaged  in  substantial  misrepresenta- 
tion of  the  nature  of  its  educational  pro- 
gram, its  financial  charges,  or  the  employ- 
ability  of  its  graduates,  the  Secretary  may 
suspend  or  terminate  the  eligibility  status 
for  any  or  all  programs  under  this  title  of 
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any  otherwise  eligible  institution,  in  accord- 
ance with  procedures  specified  in  paragraph 
(DID)  of  this  subsection,  until  the  Secretary 
finds  that  such  practices  have  been  correct- 
ed. 

"(B)(i)  Upon  determination,  after  reason- 
able notice  and  opportunity  for  a  hearing 
on  the  record,  that  an  eligible  institution— 

".(I)  has  violated  or  failed  to  carry  out  any 
proi^ision  of  this  title  or  any  regulation  pre- 
scribed under  this  title:  or 

"III)  has  engaged  in  substantial  misrepre- 
sentation of  the  nature  of  its  educational 
program,  its  financial  charges,  and  the  em- 
ployability  of  its  graduates, 
the  Secretary  may  impose  a  ciinl  penalty 
upon  such  instituti,  n  of  not  to  exceed 
$25,000  for  each  violation  or  misrepresenta- 
tion. 

"(ii)  Any  civil  penalty  may  be  compro- 
mised by  the  Secretary.  In  determining  the 
amount  of  such  penalty,  or  the  amount 
agreed  upon  in  compromise,  the  appropri- 
ateness of  the  penalty  to  the  size  of  the  insti- 
tution of  higher  education  subject  to  the  de- 
termination, and  the  gravity  of  the  viola- 
lion,  failure,  or  misrepresentation  shall  be 
considered.  The  amount  of  such  penalty, 
when  finally  determined,  or  the  amount 
agreed  upon  in  compromise,  may  be  deduct- 
ed from  any  sums  owing  by  the  United 
States  to  the  institution  charged. 

"13)  The  Secretary  shall  publish  a  list  of 
State  agencies  which  the  Secretary  deter- 
mines to  be  reliable  authority  as  to  the  qual- 
ity of  public  postsecondary  vocational  edu- 
cation in  their  respective  States  for  the  pur- 
pose of  determining  eligibility  for  all  Feder- 
al student  assistance  programs. 

"(d)  Definition  or  Eligible  Institution.— 
For  the  purpose  of  this  section,  the  term  'eli- 
gible institution'  means  any  such  institu- 
tion described  in  section  435(a)  of  this  Act. 

'TRANSFER  OF  ALLOTMENTS 

"Sec.  488.  Up  to  10  percent  of  the  allot- 
ment of  an  eligible  institution  for  a  fiscal 
year  under  section  413D  or  446  of  this  Act. 
may  be  transferred  to,  and  used  for  the  pur- 
poses of.  the  institution's  allotment  under 
the  other  section  within  the  discretion  of 
such  institution  in  order  to  offer  an  ar- 
rangement of  types  of  aid,  including  institu- 
tional and  State  aid.  which  best  fits  the 
needs  of  each  individual  student.  The  Secre- 
tary shall  have  no  control  over  such  trans- 
fer, except  as  specifically  authorized,  except 
for  the  collection  and  dissemination  of  in- 
formation. 

"ADMINISTRATIVE  EXPENSES 

"Sec.  489.  (a)  Amount  of  Payments.— From 
the  sums  appropriated  for  any  fiscal  year 
for  the  purpose  of  the  program  authorized 
under  subpart  1  of  part  A,  the  Secretary 
shall  reserve  such  sums  as  may  be  necessary 
to  pay  to  each  institution  with  which  he  has 
an  agreement  under  section  487,  an  amount 
equal  to  $5  for  each  student  at  that  institu- 
tion who  receives  assistance  under  subpart  1 
of  part  A.  In  addition,  an  institution  which 
has  entered  into  an  agreement  with  the  Sec- 
retary under  subpart  2  of  part  A  or  part  C 
(other  than  section  448),  of  this  title  or 
under  part  E  of  this  title  shall  be  entitled  for 
each  fiscal  year  which  such  institution  dis- 
burses funds  to  eligible  students  under  any 
such  part  to  a  payment  for  the  purpose  set 
forth  in  subsection  lb).  The  payment  for  a 
fiscal  year  shall  be  payable  from  each  such 
allotment  by  payment  in  accordance  with 
regulations  of  the  Secretary  and  shall  be 
equal  to  5  percent  of  the  institution's  first 
$2,750,000  of  expenditures  plus  4  percent  of 
the  instiing  such  fiscal  year  under  part  C  for 
compensation  of  students,  and  the  principal 


amount  of  loans  made  during  such  fiscal 
year  from  its  student  loan  fund  established 
under  part  E,  excluding  the  principal 
amount  of  any  such  loans  which  the  institu- 
tion has  agreed  to  assign  under  section 
463la)l6)lB).  The  payment  for  a  fiscal  year 
for  the  purpose  of  subsection  lb)  with  re- 
spect to  section  447  shall  be  payable  from 
each  allotment  under  part  C  in  accordance 
with  regulations  of  the  Secretary,  and  shall 
be  10  percent  of  the  institution's  expendi- 
tures during  such  fiscal  year  under  such  sec- 
tion. 

"lb)  Purpose  of  Payments.— The  sums 
paid  to  institutions  under  this  part  are  for 
the  sole  purpose  of  offsetting  the  administra- 
tive costs  of  the  programs  described  in  sub- 
section la). 

"CRIMINAL  penalties 

"Sec.  490.  la)  In  General.— Any  person 
who  knowingly  and  willfully  embezzles,  mis- 
applies, steals,  or  obtains  by  fraud,  false 
statement,  or  forgery  any  funds,  assets,  or 
property  provided  or  insured  under  this  title 
shall  be  fined  not  more  than  $10,000  or  im- 
prisoned for  not  more  than  5  years,  or  both: 
but  if  the  amount  so  embezzled,  misapplied, 
stolen,  or  obtained  by  fraud,  false  statement, 
or  forgery  does  not  exceed  $200,  the  fine 
shall  not  be  more  than  $1,000  and  imprison- 
ment shall  not  exceed  one  year,  or  both. 

"lb)  Assignment  of  Loans.— Any  person 
who  knowingly  and  willfully  makes  any 
false  statement,  furnishes  any  false  informa- 
tion, or  conceals  any  material  information 
in  connection  with  the  assignment  of  a  loon 
which  is  made  or  insured  under  this  title 
shall,  upon  conviction  thereof,  be  fined  not 
more  than  $1,000  or  imprisoned  not  more 
than  one  year,  or  both. 

"(c)  Inducements  To  Lend  or  Assign.— Any 
person  who  knowingly  and  willfully  makes 
an  unlawful  payment  to  an  eligible  lender 
under  part  B  as  an  inducement  to  make,  or 
to  acquire  by  assignment  a  loan  insured 
under  that  part  shall,  upon  conviction 
thereof,  be  fined  not  more  than  $1,000  or  im- 
prisoned not  more  than  one  year,  or  both. 

"(d)  Obstruction  of  Justice.— Any  person 
who  knowingly  and  willfully  destroys  or 
conceals  any  record  relating  to  the  provi- 
sion of  assistance  under  this  title  with 
intent  to  defraud  the  United  States  or  to  pre- 
vent the  United  States  from  enforcing  any 
right  obtained  by  subrogation  under  this 
part,  shall  upon  comnction  thereof,  be  fined 
not  more  than  $10,000  or  imprisoned  not 
more  than  5  years,  or  both. 

"advisory  committee  on  student  financial 
assistance 

"Sec.  491.  (a)  Establishment  and  Pur- 
pose.—(1)  There  is  established  in  the  Depart- 
ment an  independent  Advisory  Committee 
on  Student  Financial  Assistance  (hereafter 
in  this  section  referred  to  as  the  'Advisory 
Committee')  which  shall  provide  advice  and 
counsel  to  the  Congress  and  to  the  Secretary 
on  student  financial  aid  matters. 

"(2)  The  purpose  of  the  Advisory  Commit- 
tee is— 

"(A)  to  provide  extensive  knowledge  and 
understanding  of  the  Federal,  State,  and  in- 
stitutional programs  of  postsecondary  stu- 
dent assistance: 

"(B)  to  provide  technical  expertise  with 
regard  to  systems  of  needs  analysis  and  ap- 
plication forms:  ana 

"(C)  to  make  recommendations  that  will 
result  in  the  maintenance  of  access  to  post- 
secondary  education  for  low-  and  middle- 
income  students. 

"(b)  Independence  of  Advisory  Commit- 
tee.—In  the  exercise  of  its  functions,  powers, 
and  duties,  the  Advisory  Committee  shall  be 


independent  of  the  Secretary  and  the  other 
offices  and  officers  of  the  Department.  The 
recommendations  of  the  Committee  shall 
not  be  subject  to  review  or  approval  by  any 
officer  in  the  executive  branch,  but  may  be 
submitted  to  the  Secretary  for  comment 
prior  to  submission  to  the  Congress  in  ac- 
cordance with  subsection  (f). 

"(c)  Membership.— (1)  The  Advisory  Com- 
mittee shall  have  11  members  of  which— 

"(A)  3  members  shall  be  appointed  by  the 
President  pro  tempore  of  the  Senate  upon 
the  recommendation  of  the  Majority  Leader 
and  the  Minority  Leader. 

"(B)  3  members  shall  be  appointed  by  the 
Speaker  of  the  House  of  Representatives 
upon  the  recommendation  of  the  Majority 
Leader  and  the  Minority  Leader,  and 

"(C)  5  members  shall  be  appointed  by  the 
Secretary  including,  but  not  limited  to  rep- 
resentatives of  States,  institutions  of  higher 
education,  secondary  schools,  credit  institu- 
tions, students,  and  parents. 

"(2)  Not  less  than  7  members  of  the  Adviso- 
ry Committee  shall  be  individuals  who  have 
been  appointed  on  the  basis  of  technical 
qualifications,  professional  standing  and 
demonstrated  knowledge  in  the  fields  of 
higher  education  and  student  aid  adminis- 
tration, need  analysis,  financing  postsec- 
ondary education,  student  aid  delivery,  and 
the  operations  and  financing  of  student 
loan  guarantee  agencies. 

"(d)  Functions  of  the  Committee.— The 
Advisory  Committee  shall— 

"(1)  develop,  review,  and  comment  annu- 
ally upon  the  system  of  needs  analysis  estab- 
lished under  sections  411A  through  411E  and 
part  F  of  this  title: 

"(2)  monitor,  apprise,  and  evaluate  the  ef- 
fectiveness of  student  aid  delivery  and  rec- 
ommend improvements: 

"(3)  recommend  data  collection  needs  and 
student  information  requirements  which 
would  improve  access  and  choice  for  eligible 
students  under  this  title  and  assist  the  De- 
partment of  Education  in  improving  the  de- 
livery of  student  aid  and  in  assessing  the 
impact  of  legislative  and  administrative 
policy  proposals: 

"(4)  review  and  comment  upon,  prior  to 
promulgation,  all  regulations  affecting  pro- 
grams under  this  title,  including  proposed 
regulations: 

"(5)  recommend  to  the  Congress  and  to  the 
Secretary  such  studies,  surveys,  and  analy- 
ses of  student  financial  assistance  pro- 
grams, policies,  and  practices,  including  the 
special  needs  of  low-income,  disadvantaged, 
and  nontraditional  students,  and  the  means 
by  which  the  needs  may  6c  inet,  but  nothing 
in  this  section  shall  authorize  the  committee 
to  perform  such  studies,  surveys,  or  analy- 
ses: 

"(6)  review  and  comment  upon  standards 
by  which  financial  need  is  measured  in  de- 
termining eligibility  for  Federal  student  as- 
sistance programs:  and 

"(7)  appraise  the  adequacies  and  deficien- 
cies of  current  student  financial  aid  infor- 
mation resources  and  services  and  evaluate 
the  effectiveness  of  current  student  aid  in- 
formation programs. 

"(e)  Operations  of  the  Committee.— (IJ 
Each  member  of  the  Advisory  Committee 
shall  be  appointed  for  a  term  of  3  years, 
except  that,  of  the  members  first  appointed— 

"(A)  4  shall  be  appointed  for  a  term  of  1 
year: 

"(B)  4  shall  be  appointed  for  a  term  of  2 
years:  and 

"(C)  3  shall  be  appointed  for  a  term  of  3 
years. 
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as  designated  at  the  time  of  appointment  by 
the  Secretary. 

"(2/  Any  member  appointed  to  fill  a  va- 
cancy occurring  prior  to  the  expiration  of 
the  term  of  a  predecessor  shall  be  appointed 
only  for  the  remainder  of  such  term.  A 
memt>er  of  the  Advisory  Committee  shall, 
upon  request,  continue  to  serve  after  the  ex- 
piration of  a  term  until  a  successor  has  been 
appointed.  A  m.ember  of  the  Advisory  Com- 
mittee may  be  reappointed  to  successive 
terms  on  the  Advisory  Committee. 

"13)  The  Advisory  Committee  shall  elect  a 
Chairman  and  a  Vice  Chairman  from 
among  its  members. 

"(41  Six  members  of  the  Advisory  Commit- 
tee shall  constitute  a  quorum. 

"IS)  The  Advisory  Committee  shall  meet  at 
the  call  of  the  Chairman  or  a  majority  of  its 
memtiers. 

"(ft  Submission  to  Department  for  Com- 
ment.—The  Advisory  Committee  may  submit 
its  proposed  recommendations  to  the  De- 
partment of  Education  for  comment  for  a 
period  not  to  exceed  30  days  in  each  in- 
stance. 

"(g)  Compensation  and  Expenses.— (1) 
Members  of  the  Advisory  Committee  who  are 
officers  or  full-time  employees  of  the  United 
States  shall  serve  without  compensation  in 
addition  to  that  received  for  their  services 
as  officers  or  employees  of  the  United  States: 
but  they  may  be  allowed  travel  expenses,  in- 
cluding per  diem  in  lieu  of  subsistence,  as 
authorized  by  section  5703  of  title  5.  United 
States  Code,  for  persons  in  the  Government 
service  employed  intermittently. 

"(2)  Members  of  the  Advisory  Committee 
who  are  not  officers  or  full-time  employees 
of  the  United  States  may  each  receive  reim- 
bursement for  travel  expenses  incident  to  at- 
tending Advisory  Committee  meetings,  in- 
cluding per  diem  in  lieu  of  subsistence,  as 
authorized  by  section  5703  of  title  5,  United 
States  Code,  for  persons  in  the  Government 
service  employed  intermittently, 

"(h)  Personnel  and  Resources.— (1)  The 
Advisory  Committee  may  appoint  such  per- 
sonnel as  may  be  necessary  by  the  Chairman 
without  regard  to  the  provisions  of  title  5, 
United  States  Code,  governing  appoint- 
ments in  the  competitive  service,  and  may 
be  paid  without  regard  to  the  provisions  of 
chapter  51  and  subtitle  HI  of  chapter  53  of 
such  title  relating  to  classification  and  Gen- 
eral Schedule  pay  rates,  but  no  individual  so 
appointed  shall  be  paid  in  excess  of  the  rate 
authorized  for  GS-18  of  the  General  Sched- 
ule. 

"(2)  In  carrying  out  its  duties  under  the 
Act,  the  Advisory  Committee  shall  consult 
with  other  Federal  agencies,  representatives 
of  State  and  local  governments,  and  private 
organizations  to  the  extent  feasible. 

"(3)(A>  The  Advisory  Committee  is  author- 
ized to  secure  directly  from  any  executive 
department,  bureau,  agency,  board,  commis- 
sion, office,  independent  establishment,  or 
instmmentality  information,  suggestions, 
estimates,  and  statistics  for  the  purpose  of 
this  section  and  each  such  department, 
bureau,  agency,  board,  commission,  office, 
independent  establishment,  or  instrumental- 
ity is  authorized  and  directed,  to  the  extent 
permitted  by  law.  to  furnish  such  informa- 
tion, suggestions,  estimates,  and  statistics 
directly  to  the  Advisory  Committee,  upon  re- 
quest made  by  the  Chairman. 

"(B)  The  Advisory  Committee  may  enter 
into  contracts  for  the  acquisition  of  infor- 
mation, suggestions,  estimates,  and  statis- 
tics for  the  purpose  of  this  section. 

"(4)  The  Advisory  Committee  is  author- 
ized to  obtain  the  services  of  experts  and 


consultants  in  accordance  with  section  3109 
of  title  5,  United  States  Code. 

"(5)  The  head  of  each  Federal  agency  shall, 
to  the  extent  not  prohibited  by  law,  cooper- 
ate with  the  Advisory  Committee  in  carry- 
ing out  this  section. 

"(6)  The  Advisory  Committee  is  author- 
ized to  utilize,  with  their  consent,  the  serv- 
ices, personnel,  information,  and  facilities 
of  other  Federal,  State,  local,  and  private 
agencies  with  or  without  reimbursement. 

"(i>  Availability  of  Funds.— An  amount, 
not  to  exceed  $500,000  in  any  fiscal  year, 
shall  t>e  available  from  the  amount  appro- 
priated for  each  such  fiscal  year  from  sala- 
ries and  expenses  of  the  Department  for  the 
costs  of  carrying  out  the  provisions  of  this 
section. ". 

(b)  Effective  Dates.— (It  Sections  483(e> 
and  484(d)  of  the  Act  as  amended  by  this  sec- 
tion shall  apply  to  student  assistance 
awarded  for  periods  of  enrollment  beginning 
on  or  after  July  1.  1987. 

(2)  The  changes  made  in  section  484(a)(1) 
of  the  Act  shall  apply  to  student  assistance 
awarded  for  periods  of  enrollment  beginning 
on  or  after  July  1.  1987. 

(3)  Section  484(c)  of  the  Act  as  amended  by 
this  section  shall  apply  only  to  student  as- 
sistance awarded  for  periods  of  enrollment 
beginning  on  or  after  July  1.  1987.  to  indi- 
viduals who  were  not  awarded  such  assist- 
ance for  any  preceding  period  of  enrollment. 

(41  Sections  484(f),  485(b).  and  487(a)(10) 
of  the  Act  as  amended  by  this  section  shall 
apply  only  to  periods  of  enrollment  begin- 
ning on  or  after  July  1,  1987. 

SK<.  10».  a>\hOKMI\(i  I'K<IMS10\S. 

(a)  Application  of  Student  Financial  As- 
sistance Technical  Amendments  to  Academic 
Years  1986-1987.  and  1987-1988.-The  Stu- 
dent Financial  Assistance  Technical  Amend- 
ments Act  of  1982  is  amended— 

(1)  in  sections  3.  4,  and  6  by  striking  out 
"and  1986-1987"  each  place  it  appears  and 
inserting  in  lieu  thereof  "1986-1989,  and 
1987-1988": 

(2)  in  section  5,  by  striking  out  "and  1986- 
1987"  each  place  it  appears  and  inserting  in 
lieu  hereof  "1986-1989,  and  1987-1988"  in 
subsections  (a),  (b)(1),  and  (c): 

(3)  in  section  5(b)(2),  by  striking  out 
"and"  at  the  end  of  subparagraph  (B),  by 
striking  out  the  period  at  the  end  of  sub- 
paragraph (C)  and  inserting  in  lieu  thereof 
":  and",  and  by  inserting  after  such  para- 
graph the  following  new  subparagraph: 

"(D)  for  the  period  from  October  1,  1984, 
through  September  30,  1985,  and  the  arith- 
metic mean  of  such  index  for  the  period 
from  October  1,  1985,  through  September  30, 
1986,   in  the  case  of  academic  year  1987- 

1988.  ■•• 

(4t  in  section  5(bt(3t— 

(At  by  striking  out  "1985-1986t.  and"  and 
inserting  in  lieu  thereof  "1985-1986),  ":  and 

(B)  by  inserting  before  the  period  at  the 
end  thereof  the  following:  ",  and  immediate- 
ly after  such  publication  for  September  1986 
(with  respect  to  academic  year  1987-19881": 

(5t  in  section  S(dt.  by  striking  out  "and" 
at  the  end  of  paragraph  (21,  by  striking  out 
the  period  at  the  end  of  paragraph  (3)  and 
inserting  in  lieu  thereof  ":  and",  and  by  in- 
serting after  such  paragraph  the  following 
new  paragraph: 

"(4t  not  later  than  April  1.  1986.  for  aca- 
demic year  1987-1988. ": 

(6)  in  section  9(a)— 

(A)  by  inserting  "and"  after  "June  30, 
1987":  and 

(Bt  by  striking  out  "from  July  1,  1988, 
through  June  30,    1989,   and  from  July  1, 

1989,  through  June  30,  1999. ";  and 


(7t  in  section  9(ct,  by  inserting  "and"  at 
the  end  of  paragraph  (4)  and  by  striking  out 
paragraphs  (6t  and  (7t. 

(bt  Repeal.— Effective  with  respect  to  any 
academic  year  beginning  on  or  after  July  1, 
1988,  the  Student  Financial  Assistance  Tech- 
nical Amendments  Act  of  1982  is  repealed. 

TITLE  V-TEACHER  TRAINING  AND 
DEVELOPMENT 

St:<.  .iOI  RKVISKtS  0I-- TITLE  ». 

(a)  Amendment.— Title  V  of  the  Act  is 
amended  to  read  as  follows: 

"TITLE  V— EDUCATOR  RECRUITMENT. 
RETENTION,  AND  DEVELOPMENT 

"statement  of  purpose:  applicability 

"Sec.  501.  It  is  the  purpose  of  this  title— 

"(1)  to  encourage  the  establishment  and 
maintenance  of  programs  that  provide 
teacher  training  to  individuals  who  are 
moving  to  careers  in  education  from  other 
occupations; 

"(2)  to  promote  university  partnerships 
with  local  education  agencies  serving  at-risk 
students,  providing  stronger  linkages  be- 
tween teachers  and  such  students,  and  with 
local  labor,  business,  and  professional  asso- 
ciations; 

"(3)  to  provide  assistance  to  our  Nation's 
teaching  force  for  the  continued  improve- 
ment of  their  professional  skills  and  expan- 
sion of  their  subject  matter  expertise,  includ- 
ing pte-school  and  early  childhood  educa- 
tion specialists: 

"(41  to  improve  the  leadership  and  admin- 
istrative skills  of  elementary  and  secondary 
school  administrators: 

"(5)  to  encourage  academically  qualified 
students  to  become  teachers  through  scholar- 
ship assistance:  and 

"(6)  to  encourage  States  to  assess  their 
need  for  teachers  and  to  plan  for  meeting 
current  and  projected  teacher  shortages. 

'  'A  UTHORIZA  TION  OF  APPROPRIATIONS 

"Sec.  502.  (a)  Mid-Career  Teacher  Train- 
ing Programs.— For  part  A,  there  are  author- 
ized to  be  appropriated  $3,500,000  for  fiscal 
year  1987,  and  such  sums  as  may  be  neces- 
sary for  the  4  succeeding  fiscal  years. 

"(b)  School,  College,  and  University 
Partnerships.— For  part  B.  there  are  author- 
ized to  be  appropriated  $15,000,000  for  fiscal 
year  1987,  and  such  sums  as  may  be  neces- 
sary for  the  4  succeeding  fiscal  years. 

"(c)  Professional  Development  and  Lead- 
ership PROGRAMS.-dt  For  subpart  1  of  part 
C,  there  are  authorized  to  be  appropriated 
$15,000,000  for  fiscal  year  1987,  and  such 
sums  as  may  be  necessary  for  the  4  succeed- 
ing fiscal  years. 

"(2)  For  subpart  2  of  part  C,  there  are  au- 
thorized to  be  appropriated  $10,000,000  for 
fiscal  year  1987,  and  such  sums  as  may  be 
necessary  for  the  4  succeeding  fiscal  years. 

"(dt  Teacher  Scholarships  and  Fellow- 
ships.—(It  For  subpart  1  of  part  D,  there  are 
authorized  to  be  appropriated  $13,500,000 
for  fiscal  year  1987,  and  such  sums  as  may 
be  necessary  for  the  4  succeeding  fiscal 
years. 

"(2t  For  subpart  2  of  part  D,  there  are  au- 
thorized to  be  appropriated  $2,000,000  for 
fiscal  year  1987,  and  such  sums  as  may  be 
necessary  for  the  4  succeeding  fiscal  years. 

"(et  Task  Forces  on  Teacher  Education.— 
For  part  E,  there  are  authorized  to  be  appro- 
priated $1,000,000  for  fiscal  year  1987,  and 
such  sums  as  may  be  necessary  for  the  4  suc- 
ceeding fiscal  years. 
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"Part  A—Midcareer  Teacher  Training  for 

nontraditional  students 

"statement  of  PURP0S£ 

"Sec.  511.  It  is  the  purpose  of  this  part  to 
encourage  institutions  of  higher  education 
with  schools  or  departments  of  education  to 
establish  and  maintain  programs  that  will 
provide  teacher  training  to  individuals  who 
are  moving  to  a  career  in  education  from 
another  occupation. 

"selecttoh  procedures 

"Sec.  512.  From  the  funds  available  for 
this  part  the  Secretary  shall  make  grants  to 
institutions  of  higher  education  on  the  basis 
of  the  competitive  .selection  among  qualify- 
ing applications.  Institutions  selected  as  re- 
cipients shall  be  awarded  (V  an  initial 
planning  grant  for  use  during  the  first  2 
fiscal  years  after  selection,  and  (2)  for  insti- 
tutions demonstrating  successful  perform- 
ance with  the  planning  grant,  a  renewal 
grant  for  use  during  not  more  than  2  addi- 
tional years. 

"APPLICATIONS 

"Sec.  513.  (a)  Contents  of  Applications.— 
Applications  for  grants  under  this  part  shall 
demonstrate  that— 

"(1)  the  applicant  will  establish  and  main- 
tain a  program  of  midcareer  teacher  retrain- 
ing designed  to  prepare  individuals  for 
teacher  certification  requirements  who  al- 
ready have  a  baccalaureate  or  advanced 
degree  and  job  experienee  in  education-re- 
lated fields  of  study,  including  preschool 
and  early  childhood  education: 

"(2)  the  applicant  has  designed  a  program 
which  includes  at  least  the  following  ele- 
ments: 

"(A/  a  screening  mechanism  to  assure  that 
individuals  who  are  admitted  to  the  pro- 
gram possess  the  current  subject  matter 
knowledge  and  the  characteristics  that 
would  make  them  likely  to  succeed  as  class- 
room teachers: 

"(B)  a  clear  set  of  program  goals  and  ex- 
pectations which  are  communicated  to  par- 
ticipants: and 

"(C)  a  curriculum  that,  when  successfully 
completed,  will  provide  participants  with 
the  skills  and  credentials  needed  to  teach  in 
specific  subject  areas,  as  well  as  a  realistic 
perspective  on  the  educational  process: 

"(31  the  program  has  been  developed  with 
the  cooperation  and  assistance  of  the  local 
business  community: 

"(4)'the  program  will  be  operated  under  a 
cooperative  agreement  between  the  institu- 
tion and  one  or  more  State  or  local  educa- 
tional agencies:  and 

"(5)  the  program  will  be  designed  and  op- 
erated with  the  active  participation  of 
qualified  classroom  teachers,  including 
early  childhood  education  specialists,  and 
will  include  an  in-service  training  compo- 
nent and  follow-up  assistance. 

"(b)  Review  of  Applications.— Applica- 
tions for  grants  under  this  part  shall  be  re- 
viewed by  a  panel  of  experts  in  teacher 
training  designated  by  the  Secretary.  The 
Secretary  shall,  to  the  extent  of  available 
funds,  select  at  least  one  applicant  from 
each  of  the  10  regions  served  by  the  Depart- 
ment and  assure  that  programs  offered  re- 
flect all  significant  areas  of  national  need 
in  which  shortages  exist. 

"amount  of  grants 

"Sec.  514.  The  initial  planning  grant  to  an 
institution  of  higher  education  under  this 
part  shall  not  exceed  $100,000  for  the  2  years 
for  which  it  is  available.  The  renewal  grant 
to  an  institution  under  this  part  shall  not 
exceed  $50,000  for  each  of  the  two  years  for 
which  it  is  available. 


"reports  and  information 
"S£c.  515.  Each  institution  of  higher  edu- 
cation that  receives  a  grant  under  this  part 
shall  submit  to  the  Secretary  such  reports 
and  other  information  on  the  program  it 
conducts  under  this  part  as  the  Secretary 
deems  necessary.  The  Secretary  shall  dis- 
seminate such  information  to  other  institu- 
tions of  higher  education  for  the  purpose  of 
promoting  greater  use  of  midcareer  teacher 
training  programs  without  direct  Federal  fi- 
nancial assistance. 

"Part  B-School,  College,  and  University 
Partnerships 
"purpose 
"Sec.  521.  It  is  the  purpose  of  this  part  to 
encourage  partnerships  between  institutions 
of  higher  education  and  secondary  schools 
serving  low-income  students,  to  support  pro- 
grams that  improve  the  academic  skills  of 
public    and    private    nonprofit    secondary 
school  students,  increase  their  opportunity 
to  continue  a  program  of  education  after 
secondary  school  and  improve  their  pros- 
pects    for     employment     after     secondary 
school. 

"PARTNERSHIP  AGREEMENT 

"Sec.  522.  (a)  Partnership  Agreement.-To 
be  eligible  for  a  grant  under  this  part  an  in- 
stitution of  higher  education  and  a  local 
education  agency  must  enter  into  a  written 
partnership  agreement  A  partnership  may 
include  businesses,  labor  organizations,  pro- 
fessional associations,  community-based  or- 
ganizations, or  other  private  or  public  agen- 
cies or  associations.  All  partners  shall  sign 
the  agreement 

"(b)  Contents  of  Agreement.— The  agree- 
ment shall  include— 

"(1)  a  listing  of  all  participants  in  the 
partnerships: 

"(2)  a  description  of  the  responsibilities  of 
each  participant  in  the  partnership:  and 

"(3)  a  listing  of  the  resources  to  6e  contrib- 
uted by  each  participant  in  the  partnership. 
"grants 

"Sec.  523.  (a)  Division  Between  School- 
Year  AND  Summer  Programs.— From  the 
funds  appropriated  for  this  part  pursuant  to 
section  502(b).  the  Secretary  shall  reserve  65 
percent  to  carry  out  programs  operating 
during  the  regular  school  year  and  35  per- 
cent to  carry  out  programs  operating  during 
the  summer. 

"(b)  Amount  and  Use  of  Grants.— From 
such  funds,  the  Secretary  shall  make  grants 
of  no  less  than  $250,000  and  no  more  than 
$1,000,000.  The  grants  may  be  used  by  the 
partnership  for  programs  that— 

"(1)  use  college  students  to  tutor  second- 
ary school  students  and  improve  their  basic 
academic  skills: 

"(2)  are  designed  to  improve  the  basic  aca- 
demic skills  of  secondary  school  students: 

"(3)  are  designed  to  increase  the  under- 
standing of  specific  subjects  of  secondary 
school  students: 

"(4)  are  designed  to  improve  the  opportu- 
nity to  continue  a  program  of  education 
after  graduation  for  secondary  school  stu- 
dents: and 

"(5)  are  designed  to  increase  the  prospects 
for  employment  after  graduation  of  second- 
ary school  students. 

"(c)  Preferences.— In  making  grants 
under  this  part  the  Secretary  shall  give  a 
preference  to— 

"(1)  programs  which  will  serve  predomi- 
nantly low-income  communities: 

"(2)  partnerships  which  will  run  programs 
during  the  regular  school  year  and  the 
summer:  and 

"(3)  programs  which  will  serve  education- 
ally disadvantaged  students:  potential  drop- 


outs: pregnant  adolescent  and  teen  parents: 
or  children  of  migratory  agricultural  work- 
ers or  of  migratory  fishermen. 

"application  for  grants 

"Sec.  524.  (a)  Application  Required.— A 
partnership  desiring  to  receive  a  grant 
under  this  part  shall  submit  an  application 
to  the  Secretary. 

"(b)  Contents  of  AppucATiON.—The  appli- 
cation shall  include— 

"(1)  the  written  and  signed  partnership 
agreement: 

"(2)  a  listing  of  the  public  and  private 
nonprofit  secondary  school  or  schools  to  be 
involved  in  the  program: 

"(3)  a  description  of  the  programs  to  be  de- 
veloped and  operated  by  the  partnership: 

"(4)  assurances  to  the  Secretary  that— 

"(A)  the  partnership  will  establish  a  gov- 
erning body  including  one  representative  of 
each  participant  in  the  partnership: 

"(B)  Federal  funds  will  provide  no  more 
than  70  percent  of  the  cost  of  the  project  in 
the  first  year  60  percent  of  such  costs  in  the 
second  year,  and  50  percent  of  such  costs  in 
the  third  year  and  any  subsequent  year: 

"(C)  a  local  educational  agency  receiving 
funds  under  this  subpart  shall  not  reduce  its 
combined  fiscal  effort  per  student  or  its  ag- 
gregate expenditure  on  education:  and 

"(D)  a  local  educational  agency  receiving 
funds  under  this  part  shall  use  the  Federal 
funds  so  as  to  supplement  and.  to  the  extent 
practical  increase  the  resources  that  would, 
in  the  absence  of  such  Federal  funds,  be 
made  available  from  non-Federal  sources  for 
the  education  of  students  participating  in 
the  project  and  in  no  case  may  funds  be 
used  to  supplant  such  non-Federal  funds; 
and 

"(5)  provide  such  information  and  meet 
such  conditions  as  may  be  required  by  the 
Secretary. 

"community  COLLEGE  PILOT  PROJECT 

"Sec.  525.  (a)  Program  AvTHORiZED.-In 
addition  to  the  grants  awarded  under  sec- 
tion 523.  the  Secretary  is  authorized  to 
award  4  grants  for  pilot  community  college 
partnership  projects  under  this  section. 

"(b)  Partnership  Agreements.  — To  be  eli- 
gible for  a  grant  under  this  section,  a  com- 
munity college  shall  enter  into  a  partnership 
agreement  in  accordance  with  section  522 
with  a  local  educational  agency  and  at  least 
one  local  business  or  industry. 

"(c)  Amount  and  Use  of  Grants.— Grants 
under  this  section  shall  t>e  no  less  than 
$250,000.  The  grants  may  be  used  by  the 
partnership  for  programs  that— 

"(1)  use  college  students  to  tutor  second- 
ary school  students  and  improve  their  basic 
academic  skills: 

"(2)  are  designed  to  improve  the  basic  aca- 
demic skills  of  secondary  school  students: 

"(3)  are  designed  to  increase  the  under- 
standing of  specific  subjects  of  secondary 
school  students: 

"(4)  are  designed  to  improve  the  opportu- 
nity to  continue  a  program  of  education 
after  graduation  for  secondary  school  stu- 
dents: and 

"(5)  are  designed  to  increase  the  prospects 
for  employment  after  graduation  of  second- 
ary school  students. 

"(d)  Application.— To  receive  a  grant 
under  this  section,  a  community  college 
shall  submit  an  application  in  accordance 
with  section  524(b). 

"(e)  Award  of  Grants.— In  making  awards 
under  this  section,  the  Secretary  shall  give 
preference  to  applications  indicating  that 
the  business  or  industry  partner  is  engaged 
in  technological  or  aerospace  activities. 
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"(ft  EuoiBLE  Institutions.— The  instilu- 
tians  which  may  be  awarded  grants  under 
this  section  are— 

"(1)  the  Wayne  County  Community  Col- 
lege of  Wayne  County.  Michigan: 

"I2t  the  Community  College  of  Vermont: 

"(3)  the  Compton  Community  College  of 
Compton.  California:  and 

"(4)  the  Metropolitan  Community  College 
of  Kansas  City.  Missouri. 

"(g/  Reports  and  INFOKMATION.—Each  com- 
munity college  that  receives  a  grant  under 
this  subpart  for  establishing  pilot  projects 
shall  submit  to  the  Secretary  such  reports 
and  other  injormation  as  is  requested  in 
order  to  evaluate  program  effectiveness  and 
to  disseminate  information  on  exemplary 
programs  to  other  community  colleges,  area 
vocational- technical  schools,  and  other  in- 
stitutions of  higher  education,  for  the  pur- 
poses of  promoting  greater  use  of  university- 
secondary  school  partnerships  without 
direct  Federal  financial  assistance. 

'Part  C— Professional  Development  and 
Leadership  Programs 

"Subpart  l— Professional  Development 

Resource  Centers 

"program  authority  and  purpose 

"Sec.  531.  <ai  AirrHORiTY.—(lJ  The  Secre- 
tary is  authorized  to  make  grants  under  this 
subpart  to  pay  the  Federal  share  of  pro- 
grams to  assist  teachers  from  public  and  pri- 
vate nonprofit  schools  in  the  continuous  im- 
provement of  their  professional  skills  and 
the  expansion  and  updating  of  their  subject 
matter  expertise  by  establishing  professional 
development  resource  centers  for  teachers. 

"(2/  The  Federal  share  for  each  fiscal  year 
shall  t>e  50  percent. 

"ibi  PiKPosE.—It  is  the  purpose  of  this 
subpart  to  assist  m  the  establishment  of  pro- 
fessional development  resource  centers  that 
will- 

"(11  help  teachers  make  effective  use  of 
educational  tools  including  understanding 
new  technologies  and  their  application: 

"(2)  enhance  teachers'  subject  matter  ex- 
pertise: 

"(31  help  teachers  learn  new  classroom 
management  techniques: 

"(41  help  teachers  learn  and  apply  the 
latest  research  on  learning  and  teaching,  in- 
cluding preschool  and  early  childhood  edu- 
cation and  development:  and 

"(5/  help  teachers  to  apply  creative  ap- 
proaches toward  achieving  instructional 
goals,  including  making  the  best  use  of 
available  community  resources. 

"geographical  distribution  of  grants 

"Sec.  532.  In  making  grants  under  this 
subpart,  the  Secretary  shall  ensure  that  eligi- 
ble applicants  within  each  State  receive  suf- 
ficient funds  to  plan,  establish,  or  operate  at 
least  one  professional  development  resource 
center  within  the  State  in  each  fisca^year. 

"GRANT  REQUIREMENTS 

"Sec.  533.  (a)  Eligible  Applicants.— The 
Secretary  is  authorised  to  make  grants  to 
local  educational  agencies  or  consortia  of 
local  educational  agencies,  in  accordance 
with  the  provisions  of  this  section,  to  assist 
such  agencies  in  planning,  establishing,  and 
operating  professional  development  resource 
centers. 

"(b)  Definftion  of  Center.— For  the  pur- 
pose of  this  part  the  term  'professional  de- 
velopment resource  centers'  means  any  year- 
round  program  operated  by  a  local  educa- 
tional agency,  a  combination  of  such  agen- 
cies, or  an  educational  service  agency  which 
serves  teachers  from  public  and  private  non- 
profit schools,  including  preschool  and 
early  childhood  educational  specialists,  in  a 


State  or  from  an  area  or  community  within 
a  State.  Through  the  centers,  teachers,  with 
the  assistance  of  such  consultants  and  ex- 
perts as  may  be  necessary,  including  exper- 
tise available  at  institutions  of  higher  edu- 
cation, shall  conduct  activities  to  advance 
the  goal  of  professional  excellence  and  to  im- 
prove leaching  skills  for  the  teachers  they 
serve. 

"(c)  Use  of  Funds. —Grants  under  this  sub- 
part may  be  used  for— 

"(1)  developing  and  disseminating  curric- 
ula designed  to  meet  the  educational  needs 
of  students  in  preschool  and  kindergarten 
through  grade  12.  in  the  community,  area, 
or  State  being  sensed,  including  the  use  of 
educational  research  findings  or  new  or  im- 
proved methods,  practices,  and  techniques 
in  the  development  of  such  curricula,  and 
including  the  use  of  technology  and  telecom- 
munications: 

"(2)  providing  training  to  enable  teachers 
to  better  meet  the  educational  needs  of  stu- 
dents, including  preschool  students,  and  to 
familiarise  teachers  with  developments  in 
curriculum,  testing,  and  educational  re- 
search including  the  manner  in  which  the 
research  can  t)e  used  to  improve  classroom 
instruction: 

"(3)  providing  for  dissemination  of  infor- 
mation to  those  served  by  the  center  and  to 
other  professional  development  resource 
centers  nationally  about  the  activities  and 
services  of  the  centers: 

"(4)  bringing  together  teachers  and  mate- 
rials from  various  school  siies  to  serve  as  re- 
sources for  teachers  using  the  center: 

"(5)  encouraging  collaborative  activities 
between  preschool,  elementary  and  second- 
ary school  teachers  and  faculty  at  institu- 
tions of  higher  education: 

"(6)  encouraging  the  application  of  insti- 
tutional and  community  resources  to  the 
goal  of  improving  the  quality  of  classroom 
instruction:  and 

"(7)  providing  professional  developmtnt 
opportunities  for  teachers  of  special  popula- 
tion groups  (preschool,  handicapped  chil- 
dren, limited  English  proficient  children, 
educationally  and  economically  disadvan- 
taged children)  in  rural  settings. 

"professional  development  policy  board 

"Sec.  534.  Each  professional  development 
resource  center  shall  be  planned  and  operat- 
ed under  the  supervision  of  a  professional 
development  policy  board,  the  majority  of 
which  shall  be  representatives  or  designees 
of  the  public  and  private  nonprofit,  pre- 
school, elementary  and  secondary  classroom 
teachers  to  be  served  by  such  center.  Such 
board  shall  also  include  individuals  repre- 
sentative of.  or  designated  by.  school  admin- 
istrators, the  school  board  (or  boards)  of  the 
local  educational  agency  (or  agencies) 
served  by  such  center,  local  business,  and  at 
least  one  representative  designated  by  insti- 
tutions of  higher  education,  when  such  in- 
stitutions are  located  within  reasonable 
proximity  of  the  center,  including  (but  not 
limited  to)  institutions  that  have  depart- 
ments, schools,  or  colleges  of  education. 

"SUBMISSION  AND  APPROVAL  OF  APPLICATIONS 

"Sec.  535.  (a)  Submission.— (1)  Any  local 
educational  agency  or  any  consortium  of 
local  educational  agencies  including  educa- 
tional service  agencies,  desiring  to  receive  a 
grant  under  this  subpart  shall  make  applica- 
tion therefor  at  such  time,  in  such  manner, 
and  containing  or  accompanied  by  such  in- 
formation, as  the  Secretary  may  by  regula- 
tion require.  Each  application  shall  be  sub- 
mitted through  the  State  educational  agency 
of  the  State  in  which  the  applicant  is' locat- 
ed. Each  such  State  agency  shall  review  the 


application,  make  comments  thereon,  and 
recommend  each  application  the  State 
agency  finds  should  be  approved.  The  recom- 
mendations of  the  State  education  agency 
shall  be  taken  into  consideration  by  the  Sec- 
retary in  awarding  grants  under  this  part. 

"(2)  Each  State  education  agency,  in  re- 
viewing local  educational  agency  applica- 
tions for  a  grant  under  this  subpart,  shall 
seek  to  assure  an  equitable  within-State  geo- 
graphical distribution  of  center  grant  funds 
so  that  both  large  urban  and  small  rural 
school  districts  are  served. 

"(b)  Minimum  Requirements.— A  grant 
under  this  subpart  may  be  made  only  if  the 
application  provides— 

"(1)  satisfactory  assurances  that  the  pro- 
gram designed  for  the  professional  develop- 
ment resource  center  is  based  on  a  thorough 
assessment  of  instructional  and  professional 
development  needs  identified  by  the  teachers 
to  be  served,  including  early  childhood  edu- 
cational specialists,  and  establishes  goals 
for  the  center  derived  from  such  assessment: 

"(2)  satisfactory  assurances  that  the  pro- 
gram the  center  plans  to  provide  will  meet 
the  needs  of  the  teachers  served,  including 
assurances  that  center  activities  will  lead  to 
in-depth  and  incremental  knowledge  and 
skill  development: 

"(3)  a  description  of  the  activities  planned 
to  meet  the  center's  goals: 

"(4)  procedures  for  the  conduct  of  a  yearly 
evaluation  of  center  activities: 

"(5)  satisfactory  assurances  that  the 
center  will  employ  a  full-time  center  director 
who  has  had  classroom  teaching  experience 
and  other  staff  as  may  be  necessary: 

"(6)  satisfactory  assurances  that  the  appli- 
cant will  pay  the  non-Federal  share  of  the 
cost  of  the  program  for  which  assistance  is 
sought  and  that  50  percent  of  such  non-Fed- 
eral share  shall  be  paid  by  the  State  educa- 
tional agency  and  50  percent  of  the  non-Fed- 
eral share  shall  be  from  local  resources,  in- 
cluding institutions  of  higher  education  and 
other  public  and  private  non-Federal 
sources:  and 

"(7)  satisfactory  assurances  that  the  facili- 
ties of  'he  center  will  not  be  used  for  the  pur- 
pose of  influencing  the  result  of  an  election 
to  an  office  in  Federal,  State,  or  local  gov- 
ernment or  for  the  purpose  of  supporting  or 
opposing  any  campaign  for  such  office. 

'(c)  Selection  Procedures.— (1)  In  ap- 
proving any  application  under  this  subpart, 
the  Secretary  shall  take  into  account  the  re- 
sources which  the  applicant  will  provide  in 
addition  to  Federal  funds  provided  under 
this  or  any  other  Federal  program. 

"(2)  In  approving  applicdHons  under  this 
subpart,  the  Secretary  shall  substantially  in- 
volve teachers,  including  early  childhood 
educational  specialists,  in  reviewing  and 
recommending  programs  for  funding. 

"(d)  Subcontracting.— Any  local  educa- 
tional agency  having  an  application  ap- 
proved under  this  subpart  may  contract 
with  an  institution  of  higher  education  to 
carry  out  activities  under,  or  provide  tech- 
nical assistance  in  connection  with,  such 
application. 

"(e)  Reservation  for  Direct  Expendi- 
TURES.—Notwithstanding  the  provisions  of 
subsection  (a)(1)  of  this  section  with  respect 
to  the  requirement  that  professional  devel- 
opment resource  centers  be  operated  by  local 
educational  agencies,  10  percent  of  the 
funds  expended  under  this  subpart  may  be 
expended  directly  by  the  Secretary  to  make 
grants  to  institutions  of  higher  education  to 
operate  professional  development  resource 
centers,  subject  to  the  other  provisions  of 
this  subpart. 
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"Subpart  2— Leadership  in  Educational 

Administration  Development 

"purpose:  intention:  regulations 

"Sec.  541.  <a)  Purpose.—H  is  the  purpose 
of  this  subpart  to  improve  the  level  of  stu- 
dent achievement  in  public  and  private 
nonprofit  elementary  and  secondary  schools 
through  the  enhancement  of  the  leadership 
skills  of  school  administrators  by  establish- 
ing technical  assistance  centers  for  each 
State  to  promote  the  development  of  the 
leadership  skills  of  public  and  private  non- 
profit elementary  and  secondary  school  ad- 
ministrators with  particular  emphasis  upon 
increasing  access  for  minorities  and  women 
to  administrative  positions. 

"(b)  Intention.— It  is  the  intention  of  Con- 
gress that  contractors  seeking  to  establish 
technical  assistance  and  training  centers 
should  design  programs  which  upgrade  the 
skills  of  elementary  and  secondary  school 
administrators  in— 

"(II  enhancing  the  schoolwide  learning 
environment  by  assessing  the  school  climate, 
setting  clear  goals  for  improvement,  and  de- 
vising strategies  for  completing  manageable 
projects  with  measurable  objectives: 

"(2)  evaluating  the  school  curriculum  in 
order  to  assess  its  effectiveness  in  meeting 
academic  goals: 

"(3)  developing  skills  in  instructional 
analysis  to  improve  the  quality  of  teaching 
through  classroom  observation  and  supervi- 
sion: 

"(41  mastering  and  implementing  objec- 
tive techniques  for  evaluating  teacher  per- 
formance: and 

"(SI  improving  communication,  problem- 
solving,  student  discipline,  time-manage- 
ment, and  budgetary  skills. 

"(cl  Regulations.— The  Secretary  is  au- 
thorized to  prescribe  such  regulations  as 
may  be  necessary  to  carry  out  this  subpart. 

"ALLOCATION  OF  APPROPRIATIONS 

"Sec.  542.  Of  the  amount  appropriated  for 
this  subpart  for  any  fiscal  year,  the  Secre- 
tary shall  make  available  an  amount  as  may 
be  necessary  for  establishing  and  operating 
a  technical  assistance  center  in  each  State, 
but  not  less  than  $150.000 .for  each  State. 

"TECHNICAL  ASSISTANCE  CENTERS 

"Sec.  543.  (a)  Eligible  Contracts  Recipi- 
ents.—The  Secretary  shall,  subject  to  the 
availability  of  funds  pursuant  to  section 
542.  enter  into  contracts  with  local  educa- 
tional agencies,  intermediate  school  dis- 
tricts. State  educational  agencies,  institu- 
tions of  higher  edi  cation,  private  manage- 
ment organisation^,,  or  nonprofit  organiza- 
tions (or  consortium  of  such  entities!  for  the 
establishment  and  operation  of  training 
centers  in  each  State  in  accordance  with  the 
requirements  of  this  section  and  section  544. 

"(b)  Contract  Requirements.— Each  con- 
tract entered  into  under  subsection  (a)  shall 
require  the  contractor— 

"(1)  to  make  the  services  of  the  technical 
assistance  center  available  to  school  admin- 
istrators from  any  of  the  public  and  private 
nonprofit  schools  within  the  State  served  by 
that  contractor: 

"(2)  to  collect  information  on  school  lead- 
ership skills: 

"(3)  to  assess  the  leadership  skills  of  indi- 
vidual participants  based  on  established  ef- 
fective leadership  criteria: 

"(4)  to  conduct  training  programs  on  lead- 
ership skills  for  new  school  administrators 
and  to  conduct  training  seminars  on  leader- 
ship skills  for  practicing  school  administra- 
tors, with  particular  emphasis  on  women 
and  minority  administrators: 

"(5)  to  operate  consulting  programs  to 
provide   personnel    within   school   districts 


with    advice   and    guidance   on   leadership 
skills: 

"(6)  to  maintain  training  curricula  and 
materials  on  leadership  skills  drawing  on 
expertise  in  business,  academia,  civilian 
and  military  governmental  agencies,  and  ex- 
isting effective  schools: 

"(7)  to  conduct  programs  which— 

"(A)  make  available  executives  from  busi- 
ness, scholars  from  various  institutions  of 
higher  education,  and  practicing  school  ad- 
ministrators: and 

"(Bl  offer  internships  in  business,  indus- 
try, and  effective  school  districts  to  school 
administrators, 

for  the  purpose  of  promoting  improved  lead- 
ership skills  of  such  administrators: 

"(8)  to  disseminate  information  on  leader- 
ship skills  associated  with  effective  schools; 
and 

"(9)  to  establish  model  administrator 
projects. 

"(c)  Selection  of  Contractors.— In 
making  a  selection  among  applicants  for 
any  contract  under  this  section,  the  Secre- 
tary shall  take  into  account  whether  the  ap- 
plicant, if  selected,  would  be  able  to  operate 
its  programs  in  a  manner  which  would  em- 
phasize development  of  leadership  skills 
identified  by  graduate  schools  of  manage- 
ment and  graduate  schools  of  education. 

"GENERAL  CRITERIA  FOR  CONTRACTS 

"Sec.  544.  (a)  Contract  Requirements.— 
The  following  criteria  shall  apply  to  each 
contract  under  this  subpart: 

"(1)  The  contract  shall  assure  the  involve- 
ment of  private  sector  managers  and  execu- 
tives in  the  conduct  of  such  programs. 

"(2)  The  contract  shall  contain  assurances 
of  an  ongoing  organizational  commitment 
to  carrying  out  the  purposes  of  this  subpart 
through  (A)  obtaining  matching  funds  for 
such  programs  in  cash  or  in  kind  at  least 
equal  in  amount  to  the  amount  of  funds  pro- 
vided under  this  subpart.  (B)  making  in- 
kind  contributions  to  such  programs.  (C) 
demonstrating  a  commitment  to  continue  to 
operate  such  programs  after  expiration  of 
funding  under  this  subpart,  and  (D)  orga- 
nizing a  policy  advisory  committee  includ- 
ing (but  not  limited  to)  representatives  from 
business,  private  foundations,  private  non- 
profit schools,  and  local  and  State  educa- 
tional agencies. 

"(3)  The  contract  shall  indicate  the  level  of 
development  of  human  relations  skills 
which  its  programs  will  instill  by  (A)  identi- 
fying the  credentials  of  the  staff  responsible 
for  such  development:  (B)  describing  the 
manner  in  which  such  skills  will  be  devel- 
oped: and  (C)  describing  the  manner  in 
which  the  program  deals  with  human  rela- 
tions issues  facing  education  administra- 
tors. 

"(4)  The  contract  shall  establish  a  system 
for  the  evaluation  of  the  programs  conduct- 
ed. 

"(b)  Duration  of  Contract.— Each  con- 
tract under  this  subpart  shall  be  for  a  term 
of  3  years  subject  to  the  availability  of  ap- 
propriations. Such  contract  shall  not  be  re- 
newable, except  that  a  single  3-year  exten- 
sion may  be  granted  if  the  contractor  agrees 
to  maintain  the  programs  with  assistance 
under  this  part  reduced  by  one-half 
"definitions 

"Sec.  545.  For  the  purpose  of  this  sub- 
part— 

"(1)  the  term  school  administrator'  means 
a  principal,  assistant  principal,  district  su- 
perintendent, and  other  local  school  admin- 
istrators: and 

"(2)  the  term  'leadership  skills'  includes, 
but  is  not  limited  to,  managerial,  adminis- 


trative, evaluative,  coTnmunication  and  dis- 
ciplinary skills  and  related  techniques. 

"Part  D— Teacher  Schoij^rships  and 
Fellowships 

"Subpart  i— Congressional  Teacher 
Scholarship  Programs 

"PURPOSE 

"Sec.  551.  It  is  the  purpose  of  this  subpart 
to  make  available,  through  grants  to  the 
States,  scholarships  during  fiscal  years  1987 
through  1991  to  a  maximum  of  10.000  indi- 
viduals who  are  outstanding  high  school 
graduates  and  who  demonstrate  an  interest 
in  teaching,  in  order  to  enable  and  encour- 
age those  individuals  to  pursue  teaching  ca- 
reers in  education  at  the  preschool,  elemen- 
tary or  secondary  level.  Such  scholarships 
shall  be  referred  to  as  'Congressional  Teach- 
er Scholarships'. 

"ALLOCATION  AMONG  STATES 

"Sec.  552.  (a)  Per  Capita  Allocation.— 
From  the  sums  appropriated  for  this  subpart 
pursuant  to  section  502(d)  .for  any  fiscal 
year,  the  Secretary  shall  allocate  to  any 
State  an  amount  which  bears  as  nearly  as 
possible  the  same  ratio  to  such  sums  as  the 
number  of  persons  in  that  State  bears  to  the 
number  of  persons  in  all  States. 

"(b)  Use  of  Census  Data.— For  the  purpose 
■of  this  section,  the  number  of  persons  in  a 
State  and  in  all  States  shall  be  determined 
by  the  most  recently  available  data  from  the 
United  States  Census  Bureau. 

'  grant  applica  riONS 

"Sec.  553.  (a)  Submission  of  Applica- 
tions.—The  Secretary  is  authorized  to  make 
grants  to  States  in  accordance  with  the  pro- 
visions of  this  subpart.  In  order  to  receive  a 
grant  under  this  subpart,  a  State  shall 
submit  an  application  at  such  time  or  times, 
in  such  manner,  and  containing  such  infor- 
mation as  the  Secretary  may  prescribe  by 
regulation.  Such  application  shall  set  forth 
a  program  of  activities  for  carrying  out  the 
purposes  set  forth  in  section  546  in  such 
detail  as  will  enable  the  Secretary  to  deter- 
mine the  degree  to  which  such  program  will 
accomplish  such  purposes  and  such  other 
policies,  procedures,  and  assurances  as  the 
Secretary  may  require  by  regulation. 

"(b)  Content  of  Applications.— The  Secre- 
tary shall  approve  an  application  under  this 
subpart  only  if  the  application— 

"(1)  describes  the  selection  criteria  and 
procedures  to  be  used  by  the  State  in  the  se- 
lection of  scholarships  under  this  part 
which  satisfy  the  provisions  of  this  part: 

"(2)  designates  the  State  agency  which  ad- 
ministers the  program  under  subpart  3  of 
part  A  of  title  IV.  relating  to  Slate  student 
incentive  grants,  or  the  State  agency  with 
which  the  Secretary  has  an  agreement  under 
section  428(b): 

"(3)  describes  the  outreach  effort  the  State 
agency  intends  to  use  to  publicize  the  avail- 
ability of  Congressional  Teacher  Scholar- 
ships to  high  school  students  in  the  State: 

"(4)  provides  assurances  that  each  recipi- 
ent eligible  under  section  555(b)  of  this  part 
who  receives  a  Congressional  Teacher  Schol- 
arship shall  enter  into  an  agreement  with 
the  State  agency  under  which  the  recipient 
shall- 

"(A)  within  the  10-year  period  after  com- 
pleting the  postsecondary  education  for 
which  the  Congressional  Teacher  Scholar- 
ship was  awarded,  teach,  for  a  period  of  not 
less  than  2  years  for  each  year  for  which  as- 
sistance was  received,  in  a  public  or  private 
nonprofit  elementary  or  secondary  school  in 
any  State,  in  a  public  education  program  in 
any  State,  or.  on  a  full-time  basts,  handi- 
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capped  children  or  children  with  limited 
English  proficiency  in  a  private  nonprofit 
school,  except  that,  in  the  case  of  individ- 
uals who  teach  in  a  shortage  area  estab- 
lished by  the  Secretary  pursuant  to  section 
4Z8ib)(4).  the  requirements  of  this  subpara- 
graph shall  be  reduced  by  one-half: 

•(B)  provide  the  Slate  agency  evidence  of 
compliance  with  section  557  as  required  by 
the  State  agency:  and 

"(CI  repay  all  or  part  of  a  Congressional 
Teacher  Scholarship  received  under  section 
554  plus  interest  and.  if  applicable,  reasona- 
ble collection  fees,  in  compliance  with  regu- 
lations issued  by  the  Secretary  under  section 
557,  in  the  event  that  the  conditions  of  sub- 
paragraph (A)  are  not  complied  with,  except 
as  provided  for  in  section  558: 

■(5)  provides  that  the  agreement  entered 
into  with  recipients  shall  fully  disclose  the 
terms  and  conditions  under  which  assist- 
ance under  thi.i  subpart  is  provided  and 
under  which  repayment  may  be  required,  in- 
cluding— 

"(A)  a  description  of  the  procedures  re- 
quired to  be  established  under  paragraph 
(6):  and    - 

■•(B)  a  description  of  the  appeals  proce- 
dures required  to  be  established  under  para- 
graph (7)  under  which  a  recipient  may 
appeal  a  determination  of  noncompliance 
with  any  provision  under  this  subpart: 

•'(61  provides  for  procedures  under  which  a 
recipient  of  assistance  received  under  this 
part  who  teaches  for  less  than  the  period  re- 
quired under  paragraph  (4)(A)  will  have  the 
repayment  requirements  reduced  or  elimi- 
nated consistent  with  the  provisions  of  sec- 
tions 557  and  558: 

••(7)  provides  for  appeals  procedures  under 
which  a  recipient  may  appeal  any  determi- 
nation of  noncompliance  with  any  provi- 
sion under  this  part: 

••(8)  provides  assurances  that  the  State 
agency  shall  make  particular  efforts  to  at- 
tract students  from  low-income  backgrounds 
or  who  express  a  willingness  or  desire  to 
teach  in  schools  having  less  than  average 
academic  results  or  serving  large  numbers  of 
economically  disadvantaged  students:  and 

"(9)  provides  assurances  that  Congression- 
al Teacher  Scholarships  will  be  awarded 
without  regard  to  sex.  race,  handicapping 
condition,  creed,  or  economic  background. 

••(c)  Selection  Criteria  and  Procedures.— 
The  selection  criteria  and  procedures  to  be 
used  by  the  State  shall  reflect  the  present 
and  projected  teacher  needs  of  the  State,  in- 
cluding the  demand  for  and  supply  of  early 
childhood  and  elementary  teachers  in  the 
State,  the  demand  for  and  supply  of  second- 
ary teachers  in  the  State,  and  the  demand 
for  teachers  with  training  in  specific  aca- 
demic disciplines  in  the  State. 

•■(d)  Solicitation  of  Views  on  Selection 
Criteria  and  Procedures.— In  developing 
the  selection  criteria  and  procedures  to  be 
used  by  the  State,  the  State  shall  solicit  the 
views  of  State  and  local  educational  agen- 
cies, private  educational  institutions,  and 
other  interested  parties.  Such  views— 

■•(1)  shall  be  solicited  by  means  of  (A)  writ- 
ten comments:  and  <B)  publication  of  pro- 
posed selection  criteria  and  procedures  in 
final  form  for  implementation:  and 

'•(2)  may  be  solicited  by  means  of  (A) 
public  hearings  on  the  leaching  needs  of  ele- 
mentary and  secondary  schools  in  the  State 
(including  the  number  of  new  teachers 
needed,  the  expected  supply  of  new  teachers, 
and  the  shortages  in  the  State  of  teachers 
with  training  in  specific  academic  disci- 
plines, including  early  childhood  education 
and  development):  or  (B>  such  other  meth- 


ods as  the  State  may  determine  to  be  appro- 
priate to  gather  information  on  such  needs. 
"amount  and  duration  of  and  relation  to 
other  assistance 

"Sec.  554.  (a)  Limitations  on  Amount  and 
Duration.— Subject  to  subsection  (c).  each 
Congressional  Teacher  Scholar  shall  receive 
a  $5,000  scholarship  for  each  academic  year 
of  postsecondary  education  for  study  in 
preparation  to  become  a  preschool,  elemen- 
tary or  secondary  teacher.  No  individual 
shall  receive  scholarship  assistance  for  more 
than  4  years  of  postsecondary  education,  as 
determined  by  the  State  agency. 

••(b)  Consideration  of  Award  in  Other 
Programs.— Notwithstanding  the  provisions 
of  title  IV  of  this  Act.  scholarship  funds 
awarded  pursuant  to  this  part  shall  be  con- 
sidered in  determining  eligibility  for  stu- 
dent assistance  under  title  IV  of  this  Act. 

••(c)  Assistance  Not  To  Exceed  Need.— 
Congressional  Teacher  Scholarship  assist- 
ance awarded  by  the  statewide  panel  estab- 
lished pursuant  to  section  555  to  any  indi- 
vidual in  any  given  year,  when  added  to  as- 
sistance received  under  title  IV  of  this  Act. 
shall  not  exceed  the  cost  of  attendance,  as 
defined  in  section  472  of  this  Act.  at  the  in- 
stitution the  individual  is  attending.  If  the 
amount  of  the  Congressional  Teacher  Schol- 
arship assistance  and  assistance  received 
under  title  IV  of  this  Act.  exceeds  the  cost  of 
attendance,  the  Congressional  Teacher 
Scholarship  shall  be  reduced  by  an  amount 
equal  to  the  amount  by  which  the  combined 
awards  exceed  the  cost  of  attendance. 

••(d)  Assistance  Not  To  Exceed  Cost  of 
Attendance.— No  individual  shall  receive  an 
award  under  the  Congressional  Teacher 
Scholarship  established  under  this  subpart, 
in  any  academic  year,  which  exceeds  the 
cost  of  attendance,  as  defined  in  section  472 
of  this  Act.  at  the  institution  the  individual 
is  attending. 

•'SELECTION  OF  CONGRESSIONAL  TEACHER 
SCHOLARS 

•Sec.  555.  (a)  Selection  by  Statewide 
Panels.— Congressional  Teacher  Scholars 
shall  be  selected  by  a  seven-member  state- 
wide panel  appointed  by  the  chief  State 
elected  official,  acting  in  consultation  with 
the  State  educational  agency,  or  by  an  exist- 
ing grant  agency  or  panel  designated  by  the 
chief  State  elected  official  and  approved  by 
the  Secretary  of  Education.  The  statewide 
panel  shall  be  representative  of  school  ad- 
ministrators, teachers,  including  preschool 
teachers,  and  parents. 

•■(b)  Eligibility  for  Selection:  Selection 
Criteria  and  Procedures.— Selections  of 
Congressional  Teacher  Scholars  shall  be 
made  from  students  who  have  graduated  or 
who  are  graduating  from  high  school  and 
who  rank  in  the  top  10  percent  of  their  grad- 
uating class.  The  State  educational  agency 
shall  make  applications  available  to  public 
and  private  nonprofit  high  schools  in  the 
State  and  in  other  locations  convenient  to 
applicants,  parents,  and  others.  The  state- 
wide panel  shall  develop  criteria  and  proce- 
dures for  the  selection  of  Congressional 
Teacher  Scholars.  Such  criteria  may  include 
the  applicant's  high  school  grade  point  aver-, 
age.  involvement  in  extracurricular  activi- 
ties, financial  need,  and  expression  of  inter- 
est in  teaching  as  expressed  in  an  essay 
written  by  the  applicant  The  panel  may 
also  require  the  applicant  to  furnish  letters 
of  recommendation  from  teachers  and 
others. 

"scholarship  conditions 
"Sec.  556.  Recipients  of  scholarship  assist- 
ance under  this  subpart  shall  continue  to  re- 
ceive    such     scholarship     payments     only 


during  such  periods  that  the  State  agency 
finds  that  the  recipient  is— 

■•(1)  enrolled  as  a  full-time  student  in  an 
accredited  postsecondary  institution; 

'•(2)  pursuing  a  course  of  study  leading  to 
teacher  certification:  and 

••(3)  maintaining  satisfactory  progress  as 
determined  by  the  postsecondary  institution 
the  recipient  is  attending. 

"scholarship  repa  yment  provisions 
"Sec.  557.  Recipients  found  by  the  State 
agency  to  be  in  noncompliance  with  the 
agreement  entered  into  under  section 
553(b)(4)  of  this  subpart  shall  be  required  to 
repay  a  pro  rata  amount  of  the  scholarship 
awards  received,  plus  interest  and,  where 
applicable,  reasonable  collection  fees,  on  a 
schedule  and  at  a  rate  of  interest  to  be  pre- 
scribed by  the  Secretary  by  regulations 
issued  pursuant  to  this  subpart 

•'EXCEPTIONS  TO  REPAYMENT  PROVISIONS 

"Sec.  558.  (a)  Deferral  During  Certain 
Periods.— A  recipient  shall  not  be  consid- 
ered in  violation  of  the  agreement  entered 
into  pursuant  to  section  553(b)(4)(C>  during 
any  period  in  which  the  recipient— 

■•(1)  is  pursuing  a  full-time  course  of  study 
related  to  the  field  of  teaching  at  an  eligible 
institution: 

"(2)  is  serving,  not  in  excess  of  3  years,  as 
a  member  of  the  armed  services  of  the 
United  States; 

"(3)  is  temporarily  totally  disabled  for  a 
period  of  time  not  to  exceed  3  years  as  estab- 
lished by  sworn  affidavit  of  a  qualified  phy- 
sician; 

"(41  is  unable  to  secure  employment  for  a 
period  not  to  exceed  12  months  by  reason  of 
the  care  required  by  a  spouse  who  is  dis- 
abled: 

••(5)  is  seeking  and  unable  to  find  full-lime 
employment  for  a  single  period  not  to  exceed 
12  months: 

"(6)  is  seeking  and  unable  to  find  full-time 
employment  as  a  teacher  in  a  public  or  pri- 
vate nonprofit  preschool,  elementary  or  sec- 
ondary school  or  a  public  or  private  non- 
profit preschool,  education  program:  or 

••(7)  satisfies  the  provisions  of  additional 
repayment  exceptions  that  may  be  pre- 
scribed by  the  Secretary  in  regulations 
issued  pursuant  to  this  subpart. 

■•(b)  F0RGIVENE.SS  IF  Permanently  Totally 
Disabled.— A  recipient  shall  be  excused  from 
repayment  of  any  scholarship  assistance  re- 
ceived under  this  subpart  if  the  recipient  be- 
comes permanently  totally  disabled  as  estab- 
lished by  sworn  affidavit  of  a  qualified  phy- 
sician. 
•federal  administration  OF  state  programs; 

JUDICIAL  REVIEW 

"Sec.  559.  (a)  Disapproval  Hearing  Re- 
quired.—The  Secretary  shall  not  finally  dis- 
approve any  application  for  a  State  pro- 
gram submitted  under  section  553,  or  any 
modification  thereof  without  first  affording 
the  State  igency  submitting  the  program 
reasonable  notice  and  opportunity  for  a 
hearing. 

'•(b)  Suspension  of  Eligibility.— Whenever 
the  Secretary,  after  reasonable  notice  and 
opportunity  for  hearing  to  the  State  agency 
administering  a  State  program  approved 
under  this  subpart,  finds— 

"(1)  that  the  State  program  has  been  so 
changed  that  it  no  longer  complies  with  the 
provisions  of  this  subpart,  or 

"(2)  that  in  the  administration  of  the  pro- 
gram there  is  a  failure  to  comply  substan- 
tially with  any  such  provisions, 
the  Secretary  shall  notify  such  State  agency 
that  the  State  will  not  be  regarded  as  eligible 
to  participate  in  the  program  under  this 
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subpart  until  the  Secretary  is  satisfied  that 
there  is  no  longer  any  such  failure  to 
comply. 

"(cl  Court  Review.— (If  If  any  State  is  dis- 
satisfied with  the  Secretary's  final  action 
under  subsection  ib)  <1)  or  (2).  such  State 
may  appeal  to  the  United  States  court  of  ap- 
peals for  the  circuit  in  which  such  State  is 
located.  The  summons  and  notice  of  appeal 
may  be  served  at  any  place  in  the  United 
States.  The  Secretary  shall  forthwith  certify 
and  file  in  the  court  the  transcript  of  the 
proceedings  and  the  record  on  which  the 
action  was  based. 

"(2>  The  findings  of  fad  by  the  Secretary, 
if  supported  by  substantial  evidence,  shall 
be  conclusive:  but  the  court,  for  good  cause 
shown,  may  remand  the  case  to  the  Secre- 
tary to  take  further  evidence,  and  the  Secre- 
tary may  thereupon  make  new  or  modified 
findings  of  fact  and  may  modify  any  previ- 
ous action,  and  shall  certify  to  the  court  the 
transcript  and  record  of  further  proceedings. 
Such  new  or  modified  findings  of  fact  shall 
likewise  be  conclusive  if  supported  by  sub- 
stantial evidence. 

"(3)  The  court  shall  have  jurisdiction  to 

affirm  the  action  of  the  Secretary  or  to  set  it 

aside,  in  whole  or  in  part.  The  judgment  of 

the  court  shall  be  subject  to  rei'iew  by  the 

Supreme  Court  of  the  United  Slates  upon 

certiorari   or  certification   as   provided   in 

section  1254  of  title  28.  United  States  Code. 

"Subpart  2—Christa  McAuliffe  Fellowship 

Program 

"declaration  of  purpose:  designation 

"Sec.  561.  (a)  Purpose.— It  is  the  purpose 
of  this  subpart  to  establish  a  national  fel- 
lowship program  for  outstanding  teachers. 

"(bl    Designation.— Individuals    awarded 
fellowships    under    this    subpart    shall    be 
known  as  'Christa  McAuliffe  Fellows'. 
"use  of  funds  for  fellowships  and 
administration 

"Sec.  562.  Funds  appropriated  for  any 
fiscal  year  for  fellowships  to  outstanding 
teachers  under  this  subpart  shall  be  used  to 
award  fellowships  in  accordance  with  the 
requirements  of  this  subpart,  except  that  not 
more  than  2.5  percent  of  such  funds  shall  be 
used  for  purposes  of  administering  this  sub- 
part. 

"CHRISTA  MCAULIFFE  FELLOWSHIPS 

"Sec.  563.  (a)  Award  Distribution  and 
Amounts.— (1)  Except  as  provided  under 
paragraph  (3),  sums  available  for  the  pur- 
pose of  this  subpart  shall  be  used  to  award 
one  national  teacher  fellowship  to  a  public 
or  private  school  teacher  teaching  in  each 
congressional  district  of  each  State,  and  in 
the  District  of  Columbia,  and  the  Common- 
wealth of  Puerto  Rico:  and  one  such  fellow- 
ship in  Guam,  the  Virgin  Islands,  American 
Samoa,  the  Northern  Mariana  Islands,  and 
the  Trust  Territory  of  the  Pacific  Islands. 

"(2)  Felloioship  awards  may  not  exceed  the 
average  national  salary  of  public  school 
teachers  in  the  most  recent  year  for  which 
satisfactory  data  are  available,  as  deter- 
mined by  the  Secretary.  Christa  McAuliffe 
teacher  fellows  may  not  receive  an  award 
for  2  consecutive  years.  Subject  to  the  repay- 
ment provisions  of  section  566,  Christa 
McAuliffe  teacher  fellows  shall  be  required  to 
return  to  a  teaching  position  in  their  cur- 
rent school  district  or  private  school  system 
for  at  /east  2  years  following  the  fellowship 
award. 

"(3)  If  the  appropriation  for  this  subpart 
under  section  502td)  is  not  sufficient  to  pro- 
vide the  number  of  fellowships  required  by 
paragraph  (U  at  the  level  required  under 
paragraph  12),  the  Secretary  shall  determine 


and  publish  an  alternative  distribution  of 
fellowships  which  will  permit  fellowship 
awards  at  that  level  and  which  is  geographi- 
cally equitable.  The  Secretary  shall  send  a 
notice  of  such  determination  to  each  of  the 
statewide  panels  established  under  section 
564. 

"(b)  Use  of  Awards.— Christa  McAuliffe 
teacher  fellows  may  use  such  awards  for 
such  projects  for  improving  education  as  the 
Secretary  may  approve,  including  (1)  sabba- 
ticals for  study  or  research  directly  associat- 
ed with  the  objectives  of  this  part,  or  aca- 
demic improvement:  (2)  consultation  with 
or  assistance  to  other  school  districts  or  pri- 
vate school  systems:  (3)  development  of  spe- 
cial innovative  programs:  or  (4i  model 
teacher  programs  and  staff  development 

"SELECTION  OF  CHRISTA  MCAULIFFE  TEACHER 
FELLOWSHIPS 

"Sec.  564.  Recipients  of  Christa  McAuliffe 
teacher  fellowship  in  each  State  shall  be  se- 
lected (in  accordance  with  section  5651  by  a 
7-member  statewide  panel  appointed  by  the 
chief  State  elected  official,  acting  in  consul- 
tation with  the  State  educational  agency,  or 
by  an  existing  panel  designated  by  the  chief 
State  elected  official  and  approved  by  the 
Secretary.  The  statewide  panel  shall  be  rep- 
resentative of  school  administrators,  teach- 
ers, parents,  and  institutions  of  higher  edu- 
cation. 

"EVALUATION  OF  APPLICATIONS 

"Sec.  565.  (a)  Submission  to  and  Review  by 
Statewide  Panel.— An  applicant  for  Christa 
McAuliffe  teacher  fellowship  assistance  shall 
submit  a  proposal  for  a  project  under  sec- 
tion 563(b).  and  shall  indicate  the  extent  to 
which  the  applicant  wishes  to  continue  cur- 
rent teaching  duties.  The  applicant  shall 
submit  such  a  proposal  to  the  local  educa- 
tion agency  for  comment  prior  to  submis- 
sion to  the  statewide  panel  (appointed 
under  section  564)  for  the  State  within 
which  the  proposed  project  is  to  be  conduct- 
ed. In  evaluating  proposals,  such  statewide 
panel  shall  consult  with  the  local  education 
agency,  requesting  2  recommendations  from 
teaching  peers:  a  recommendation  from  the 
principal:  and  a  recommendation  of  the  su- 
perintendent on  the  quality  of  the  proposal 
and  its  benefit  to  education:  and  any  other 
criteria  for  awarding  fellowships  as  is  con- 
sidered appropriate  by  such  statewiae  panel. 
Selection  of  fellows  shall  be  made  in  accord- 
ance with  regulations  prescribed  by  the  Sec- 
retary of  Education. 

"(b)  Public  Announcement.— Announce- 
ment of  awards  shall  be  made  in  a  public 
ceremony. 

"fellowship  repa  yment  pro  visions 

"Sec.  566.  Repayment  of  the  award  shall 
be  made  to  the  Federal  Government  in  the 
case  of  fraud  or  gross  noncompliance. 

"Part  E— State  Task  Forces  on  Teacher 
Training 

"state  task  forces  on  teacher  training 

"Sec.  571.  (a)  In  General.— No  institution 
of  higher  education  or  other  entity  in  any 
State  shall  be  eligible  for  assistance  under 
this  title  for  any  fiscal  year  beginning  on  or 
after  October  J,  1987.  unless— 

"(1)  the  State  educational  agency  has  es- 
tablished a  task  force  on  teacher  training  in 
accordance  with  the  requirements  of  subsec- 
tions (b)  and  (c):  or 

"(2)  the  Secretary  waives  the  requirements 
of  this  section  if  the  State  educational 
agency  has  substantially  complied  with  the 
requirements  of  paragraphs  (1).  (2),  and  (3) 
of  subsection  (b).  and  submits  evidence  to 
the  Secretary  showing  such  compliance. 

"(b)  Task  Force.— The  State  educational 
agency,  in  consultation  with  the  task  force 


established  under  this  section,  shall  be  re- 
sponsible— 

"(1)  for  conducting  a  statewide  assessment 
of  the  State's  needs  for  recruiting,  retaining, 
retraining,  and  improving  the  performance 
of.  instructional  and  administrative  person- 
nel in  pre-schools.  elementary  and  second- 
ary schools  within  the  State: 

"(2)  for  developing  plans  to  meet  the  needs 
identified  pursuant  to  paragraph  (1):  and 

"(3)  for  conducting  such  activities  in  co- 
operation with  the  State  needs  assessment 
required  under  section  208  of  the  Education 
for  Economic  Security  Act  (20  U.S.C.  3968). 

"(c)  Membership  of  Task  Force.— A  task 
force  established  under  this  section  shall  be 
composed  of  at  least  one  representative  of 
each  of  the  following: 

"(1)  The  Governor  of  the  State. 

"(2)  The  chief  State  school  officer. 

"(3)  The  State  higher  education  executive 
officer. 

"(4)  The  State  board  of  education. 

"(51  The  deans  of  the  schools  or  colleges  of 
education  within  the  State. 

"(6)  The  presidents  of  colleges  and  univer- 
sities within  the  Stale. 

"(7)  Preschool,  elementary  and  secondary 
school  teachers. 

"(8)  Elementary  and  secondary  school  ad- 
ministrators, including  local  superintend- 
ents and  principals. 

"(9)  The  State  legislature. 

"(10)  Private  ndnprofit  preschool  elemen- 
tary and  secondary  education. 

"(d)  Alternative  MEMEERsnip.-Any  previ- 
ously existing  State  organisation  or  entity 
whose  membership  is  substantially  the  same 
as  the  membership  required  by  subsection 
(c)  may,  with  the  approval  of  the  State  edu- 
cational agency,  assume  the  responsibilities 
of  the  task  force  on  teacher  training  under 
this  section. 

"(e)  Long-Range  Planning.— From  the 
funds  available  to  carry  out  this  subpart  a 
State  educational  agency  may  apply  to  the 
Secretary  for  assistance  in  order  to  develop 
a  long-range  plan,  in  consultation  with  the 
task  force  established  under  this  sectioru 
Such  plan  shall— 

"(1)  assess  the  supply  and  determine  the 
future  needs  of  educators  in  the  State,  in- 
cluding early  childhood  education  and  de- 
velopment specialists: 

"(2)  assess  the  ability  of  teacher  training 
institutions,  the  State  educational  agency, 
and  local  educational  agencies  within  the 
State  to  meet  such  needs: 

"(3)  describe  the  steps  being  taken  within 
the  Stale  to  improve  the  qualifications  and 
performance  of  practicing  and  prospective 
educators  and  the  availability  of  training 
resources  for  such  educators: 

"(4)  if  determined  to  be  appropriate  by  the 
State  education  agency,  establish  a  program 
of  competitive  grants  to  local  educational 
agencies,  professional  organisations,  insti- 
tutions of  higher  education,  and  consortia 
of  such  agencies  and  institutions  within  the 
State  that  are  allocated  in  accordance  with 
specific  criteria  developed  by  the  task  force 
on  teacher  training:  and 

"(5)  provide  for  the  performance  of  such 
other  activities  as  are  deemed  appropriate 
to  carry  out  purposes  of  this  subpart 

"(fi  Disposition  of  Funds  to  States.— 
Funds  appropriated  for  this  subpart  shall  be 
allocated  among  the  States  based  on  the 
number  of  children  aged  5  through  17.  inclu- 
sive, except  that  no  State  shall  receive  less 
than  the  greater  of  $10,000  or  0.01  percent  of 
the  amount  so  appropriated. 

"(gl  State  Applications.— A  State  educa- 
tional  agency   which   desires   to   obtain   a 
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grant  under  this  subpart  shall  file  an  appli- 
cation with  the  Secrelani  which  — 

"111  describes  the  methods  which  will  6e 
used  to  insure  active  and  continuing  consul- 
tation with  the  task  force: 

"(2)  provides  for  timely  public  notice  and 
public  dissemination  of  the  information  col- 
lected and  plans  developed:  and 

"(31  ensures  that  the  State  educational 
agency  will  keep  such  records  and  provide 
such  information  to  the  Secretary  as  may  be 
required  for  fiscal  audit  and  program  eiml- 
uation.  consistent  with  the  responsibilities 
of  the  Secretary  under  this  subpart.  ". 

lb)  Conforming  Amendment.— The  Human 
Services  Reauthorization  Act  iPublic  Law 
98-558)  IS  amended  by  striking  out  title  IX. 
relating  to  leadership  in  educational  admin- 
istration development. 
SF.c.  io.r  T*m\sTiTiTt:. 

Section  1373  of  the  Education  Amend- 
menU  of  1980.  relating  to  the  Robert  A.  Taft 
Institute,  is  amended  by  inserting  after 
"1985"  a  comma  and  the  following: 
"$750,000  for  the  fiscal  year  1986  and  for 
each  succeeding  fiscal  year  ending  prior  to 
October  1.  1988". 
TITLE  VI-INTERNATIONAL  EDUCATION 

PROGRAMS 
sm.  tei  fiMiiMis  AM)  riKi^isKs. 

Section  601  of  the  Act  is  amended  to  read 
as  follows: 

"FINDINGS  AND  PURPOSES 

"Sec.  601.  la)  The  Congress  rinds  that— 

"ID  the  well-being  of  the  United  States,  its 
economy  and  long-range  security,  is  depend- 
ent on  the  education  and  training  of  Ameri- 
cans in  international  and  foreign  language 
studies  and  on  a  strong  research  base  in 
these  areas: 

"12)  knowledge  of  other  countries  and  the 
ability  to  communicate  m  other  languages 
is  essential  to  the  promotion  of  mutual  un- 
derstanding and  cooperation  among  na- 
tions: and 

"13)  present  and  future  generations  of 
Americans  must  t>e  afforded  the  opportunity 
to  develop  to  the  fullest  ejtent  possible  their 
intellectual  capacities  in  all  areas  of  knowl- 
edge. 

"lb)  It  is  the  purpose  of  this  part  to  assist 
in  the  development  of  knowledge,  interna- 
tional study,  resources  and  trained  person- 
nel, to  stimulate  the  attainment  of  .foreign 
language  acquisition  and  fluency,  and  to  co- 
ordinate the  programs  of  the  Federal  Gov- 
ernment in  the  areas  of  foreign  language 
and  international  studies  and  research.  ". 

SKi    Mi.  L\S<U  AUK  AM)  ARKA  (ESTKRS. 

la)  Authority  To  Make  Grants.— ID  Sec- 
tion 602ia)iD  of  the  Act  is  amended  to  read 
as  follows: 

"Sec.  602.  lallD  The  Secretary  is  author- 
ized— 

"lA)  to  make  grants  to  institutions  of 
higher  education,  or  combinations  thereof, 
for  the  purpose  of  establishing,  strengthen- 
ing, and  operating  comprehensive  language 
and  area  centers  and  programs:  and 

"IB)  to  make  grants  to  such  institutions 
or  combinations  for  the  purpose  of  establish- 
ing, strengthening,  and  operating  under- 
graduate language  and  area  centers  and 
programs. 

which  will  be  national  resources  for  teach- 
ing of  any  modem  foreign  language,  for  in- 
struction in  fields  needed  to  provide  full  un- 
derstanding of  areas,  regions,  or  countries 
in  which  such  language  is  commonly  used, 
for  research  and  training  in  international 
studies,  and  the  international  and  foreign 
language  aspects  of  professional  and  other 
fields  of  study,  and  for  instruction  and  re- 


search on  issues  in  world  affairs  which  con- 
cern one  or  more  countries. ". 

12)  Section  602la)l2)  of  the  Act  is  amended 
by  striking  out  "or  contract". 

13)  Section  602iaii3)  is  amended  by  strik- 
ing out  "paragraph  iD"  and  inserting  in 
lieu  thereof  "paragraph  IDIA)". 

lb)  Stipend  and  Travel  Requirements.— 
Section  602  is  further  amended  by  striking 
out  subsections  ib)  and  Ic)  and  inserting  in 
lieu  thereof  the  following: 

"ib)il)iA)  The  Secretary  is  authorized  to 
make  grants  to  institutions  of  higher  educa- 
tion or  combinations  of  such  institutions 
for  the  purpose  of  paying  stipends  to  indi- 
viduals undergoing  advanced  training  in 
any  center  or  program  approved  by  the  Sec- 
retary under  this  part. 

"IB)  Stipend  recipients  shall  be  individ- 
uals who  are  engaged  in  a  program  of  com- 
petency-based language  training,  in  a  pro- 
gram of  competency-based  training,  or  in  a 
program  developing  competency-based  lan- 
guage training,  in  combination  with  area 
studies,  international  studies,  or  the  inter- 
national aspects  of  a  professional  studies 
program. 

"iCi  Stipends  awarded  to  graduate  level 
recipients  may  include  allowances  for  de- 
pendents and  for  travel  for  research  and 
study  in  the  United  States  and  abroad. 

"I2)IA)  The  Secretary  is  also  authorized  to 
award,  on  the  basis  of  a  national  competi- 
tion, stipends  to  students  beginning  their 
third  year  of  graduate  training. 

"IB)  Stipend  recipients  shall  be  selected  by 
a  nationally  recognized  panel  of  scholars  on 
the  basis  of  exceptional  performance  ion  a 
nationally  referenced  test,  if  available)  in 
the  specialty  language  and  evidence  of  sub- 
stantial multidisciplinary  area  training. 

"lO  Stipends  may  be  held  for  up  to  a  max- 
imum 4  years  contingent  on  periodic  dem- 
onstration of  a  high  level  of  language  profi- 
ciency. 

"ID)  Stipends  may  be  used  for  continu- 
ation of  studies  at  the  institution  where  the 
recipient  is  currently  enrolled  and  for  the 
conduct  of  research  and  advanced  language 
study  abroad. 

"13)  The  Secretary  is  not  authorized  to 
make  awards  under  paragraph  I2)  for  any 
fiscal  year  unless  the  amount  made  avail- 
able by  grants  under  paragraph  ID  for  such 
fiscal  year  equals  or  exceeds  the  current 
services  equivalent  of  the  level  of  funding 
during  fiscal  year  1985  under  paragraph  U). 

"Ic)  No  funds  may  be  expended  under  this 
part  for  undergraduate  travel  except  in  ac- 
cordance with  rules  prescribed  by  the  Secre- 
tary setting  forth  policies  and  procedures  to 
assure  that  Federal  funds  made  available  for 
such  travel  are  expended  as  part  of  a  formal 
program  of  supervised  study.  ". 

.SA(.  HOI.  HlKKII.S  1. AMU  AUK  KKSIHRIK  VKSTKKS. 

Section  603  of  the  Act  is  amended  to  read 
as  follows: 

"LANGUAGE  RESOURCE  CENTERS 

"Sec.  603.  la!  The  Secretary  is  authorized 
to  make  grants  to  and  enter  into  contracts 
with  institutions  of  higher  education,  or 
combinations  of  such  institutions,  for  the 
purpose  of  establishing,  strengthening,  and 
operating  language  training  centers,  which 
shall  serve  as  resources  to  improve  the  ca- 
pacity to  teach  and  learn  foreign  languages 
effectively.  Activities  carried  out  by  such 
centers  may  include— 

"ID  the  conduct  of  research  on  new  and 
improved  teaching  methods,  including  the 
use  of  advanced  educational  technology: 

"12)  the  development  of  new  teaching  ma- 
terials reflecting  the  use  of  such  research  in 
effective  teaching  strategies; 


"13)  the  development  and  application  of 
proficiency  testing  appropriate  to  an  educa- 
tional setting  for  use  as  a  standard  and 
comparable  measurement  of  skill  levels  in 
all  languages: 

"14)  the  training  of  teachers  in  the  admin- 
istration and  interpretation  of  proficiency 
tests,  the  use  of  effective  teaching  strategies, 
and  the  use  of  new  technologies; 

"15)  the  publication  of  instructional  mate- 
rials in  the  less  commonly  taught  languages; 
and 

"16)  the  widespread  dissemination  of  re- 
search results,  teaching  materials,  and  im- 
proved pedagogical  strategies  to  others 
within  the  postsecondary  education  commu- 
nity. 

"lb)  Grants  under  this  section  shall  be 
made  on  such  conditions  as  the  Secretary 
determines  to  be  necessary  to  carry  out  the 
provisions  of  this  section. ". 

SAT.  «#/.  tWDKRCRAM  ATK  ISTKRSATIOSAL  STIV- 
IKS  A.M)  KORKKi.y  I.AMU  AUK  PRO- 
GRAMS. 

la)  Clarifying  Provision.— The  matter  pre- 
ceding clause  ID  of  section  604  of  the  Act  is 
amended  by  striking  out  "comprehensive" 
each  place  it  appears. 

lb)  Type  of  TRAININC—Section  604la)i7)  of 
the  Act  is  amended  by  inserting  before 
"teacher"  the  following:  "pre-service  and  in- 
service". 

Ic)  Model  Programs.— Section  604  is  fur- 
ther amended  by  redesignating  subsection 
lb)  as  subsection  ic)  and  by  inserting  after 
subsection  la)  the  following  new  subsection: 

"ib)il)  The  Secretary  is  also  authorized  to 
make  grants  to  institutions  of  higher  educa- 
tion whose  applications  are  approved  under 
subsection  la)  for  the  purpose  of  providing 
assistance  to  model  programs  designed  to 
improve  and  expand  foreign  language  stud- 
ies at  those  institutions.  Any  institution  of 
higher  education  desiring  to  receive  a  grant 
under  this  subsection  shall  submit  an  appli- 
cation to  the  Secretary  at  such  time,  in  such 
form,  and  containing  such  information  and 
assurances  as  the  Secretary  may  require. 

"12)1  A)  An  institution  of  higher  education 
shall  not  be  eligible  for  a  grant  under  this 
subsection  for  a  fiscal  year  unless— 

"H)  the  sum  of  the  number  of  students  en- 
rolled at  such  institution  in  qualified  pos'- 
secondary  language  courses  on  Octolxr  1  of 
that  fiscal  year  exceeds  5  percent  of  the  total 
number  of  students  enrolled  at  such  institu- 
tion: and 

"Hi)  such  institution  requires  that  each 
entering  student  hai^e  successfully  complet- 
ed at  least  2  years  of  secondary  school  for- 
eign language  instruction  or  requires  that 
each  graduating  student  have  earned  2  years 
of  postsecondary  credit  in  a  foreign  lan- 
guage lor  have  demonstrated  equivalent 
competence  in  a  foreign  language). 

"IB)  For  the  purpose  of  subparagraph 
iA)li).  the  total  number  of  students  enrolled 
in  an  institution  shall  be  considered  to  be 
equal  to  the  sum  of  H)  the  number  of  full- 
time  degree  candidate  students  enrolled  at 
the  institution,  and  Hi)  the  number  of  part- 
time  degree  candidate  students  who  are  en- 
rolled at  the  institution  for  an  academic 
workload  which  is  at  least  half  the  full-time 
academic  workload,  as  determined  by  the  in- 
stitution in  accordance  with  standards  pre- 
scribed by  the  Secretary. 

"13)  As  a  condition  for  the  award  of  any 
grant  under  this  subsection,  the  Secretary 
may  establish  criteria  for  evaluating  pro- 
grams assisted  with  funds  under  this  subsec- 
tion and  require  an  annual  report  which 
evaluates  the  progress  and  proficiency  of 
students  in  such  programs. ". 
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i\n:\sitt:  .sih»kk  i..t\<;i  uif:  i\sri- 

Title  VI  of  the  Act  is  further  amended— 

(1)  by  redesignating  sections  605.  606,  and 
607  as  sections  606,  609,  and  610.  respective- 
ly; and 

(2)  by  inserting  after  section  604  the  fol- 
lowing new  section: 

"INTENSIVE  SUMMER  LANGUAGE  INSTITUTES 

'Sec.  60S.  laXll  The  Secretary  is  author- 
ized to  make  grants  to  institutions  of  higher 
education,  or  combinations  of  such  institu- 
tions, for  the  purpose  of  establishing  and 
conducting  intensive  summer  language  in- 
stitutes. 

"f2J  Training  authorized  by  this  section 
shall  be  provided  through— 

"(A)  institutes  designed  to  meet  the  needs 
for  intensive  language  training  by  advanced 
foreign  language  students: 

"IB)  institutes  designed  to  provide  profes- 
sional development  and  improve  language 
instruction  through  pre-service  and  in-serv- 
ice training  for  language  teachers;  or 

"lO  institutes  that  combine  the  combine 
the  purposes  of  subparagraphs  lA)  and  IB). 

"(3)  Grants  made  under  this  section  may 
be  used  for— 

"(A)  intensive  training  in  languages  criti- 
cal to  the  national  economic  and  political 
future: 

"(B)  training  in  neglected  languages:  and 

"(C)  stipends  for  students  and  faculty  at- 
tending the  institutes  authorized  by  this  sec- 
tion. 

"(4)  Institutes  supported  under  this  sec- 
tion may  provide  instruction  on  a  full-time 
or  part-time  basis  to  supplement  instruction 
not  fully  available  in  centers  supported 
under  section  602. 

"(b)  Grants  made  under  this  section  shall 
be  awarded  on  the  basis  of  recommenda- 
tions made  by  peer  review  panels  composed 
of  broadly  representative  professionals.  ". 

.SAT.  SOS.  Kf:sf:AKCH:  STIOIKS:  t  VV(  Al.  KK/'OHT. 

(a)  Research  AND  Studies.— Section  606  'as 
redesignated  by  section  605  of  this  Act)  is 
amended— 

(1)  by  striking  out  "and  part  N  of  title  III 
of  the  Elementary  and  Secondary  Education 
Act  of  1965"; 

(2)  by  striking  out  "and"  at  the  end  of 
paragraph  (2); 

(31  by  redesignating  paragraph  (3)  as 
paragraph  (4); 

(4)  by  inserting  after  paragraph  (2)  the  fol- 
lowing new  paragraph: 

"(3)  the  application  of  proficiency  tests 
and  standards  across  all  areas  of  foreign 
language  instruction  and  classroom  use: 
and":  and 

(5)  by  inserting  "and  publication"  after 
"development"  in  paragraph  (4)  (as  redesig- 
nated by  this  section). 

(b)  Technical  Amendment.— Section  606(b) 
of  the  Act  is  amended  by  striking  out  "list- 
ing of"  in  subsection  (b)  and  inserting  in 
lieu  thereof  "listing". 

see.    SOT.    PERIODICALS   I'lHLISHKI)   OlTSIOfi   THE 
IMTEI)  STATES. 

Title  VI  of  the  Act  is  further  amended  by 
inserting  after  section  606  (as  redesignated 
by  section  605  of  this  Act)  the  following  new 
section: 

"PERIODICALS  PUBLISHED  OUTSIDE  THE  UNITED 
STATES 

"Sec.  607.  (a)  In  addition  to  the  amount 
authorized  to  be  appropriated  by  section 
609,  there  are  authorized  to  be  appropriated 
SI, 000,000  for  fiscal  year  1987,  and  such 
sums  as  may  be  necessary  for  the  4  succeed- 
ing fiscal  years  to  provide  assistance  for  the 
acquisition  of,  and  provision  of  access  to, 
periodicals  published  outside  the  United 
States. 


"(b)  From  the  amount  appropriated  under 
subsection  (a)  for  any  fiscal  year,  the  Secre- 
tary shall  make  grants  to  institutions  of 
higher  education  or  public  or  nonprofit  pri- 
vate library  institutions  or  consortia  of 
such  institutions  for  the  following  purposes: 

"(1)  to  acquire  periodicals  published  out- 
side the  United  States  which  are  not  com- 
monly held  by  American  academic  libraries 
and  which  are  of  scholarly  or  research  im- 
portance: 

"(2)  to  maintain  current  bibliographic  in- 
formation on  periodicals  thus  acquired  in 
machine-readable  form  and  to  enter  such  in- 
formation into  one  or  more  of  the  widely 
available  bibliographic  data  bases: 

"(31  to  preserve  such  periodicals:  and 

"(4)  to  make  such  periodicals  available  to 
researchers  and  scholars. 

"(c)  The  Secretary  shall  approve  as  a  re- 
cipient of  a  grant  under  this  section  only  an 
institution  or  consortium  which  has  an  es- 
tablished library  or  consortium  of  libraries 
with  collection  strengths  in  either  specific 
geographical  areas  of  the  world  or  particu- 
lar fields  or  issues  in  world  affairs  which 
concern  one  or  more  countries,  or  both,  and 
which  demonstrates  a  commitment  to  share 
the  resources  of  the  collection. 

"(d)  Nothing  in  this  section  shall  be  con- 
sidered to  amend,  affect,  or  define  the  provi- 
sions of  title  17,  United  States  Code,  relating 
to  copyright. ". 
SE(.  son.  SEI.ECTKtS  ()E(iKA\T HEdPIESTS. 

Title  VI  of  the  Act  is  further  amended  by 
inserting  after  section  607  'as  added  by  sec- 
tion 607  of  this  Act)  the  following  new  sec- 
tion: 

"SELECTION  or  GRANT  RECIPIENTS 

"Sec.  60S.  (a)  The  Secretary  shall  award 
grants  under  section  602  competitively  on 
the  basis  of  criteria  that  separately,  but  not 
less  rigorously,  evaluate  the  applications  for 
comprehensive  and  undergraduate  language 
and  area  centers  and  programs. 

"(b)  The  Secretary  shall  set  criteria  for 
grants  awarded  under  section  602  by  which 
a  determination  of  excellence  shall  be  made 
to  meet  the  differing  objectives  of  graduate 
and  undergraduate  institutions. 

"(c)  The  Secretary  shall,  to  the  extent  prac- 
ticable, award  grants  under  this  part  (other 
than  section  602(a)(1))  in  such  manner  as  to 
achieve  an  equitable  distribution  of  assist- 
ance throughout  the  Nation,  based  on  the 
merit  of  a  proposal  with  peer  review  by 
broadly  representative  professionals. ". 

SE(    Stt».  KEAl  THOKIZ ATIOX  nPPAHT  A. 

Section  610  of  the  Act  (as  redesignated  by 
section  605  of  this  Act)  is  amended  to  read 
as  follows: 

'  'A  UTHORIZA  TION  OF  APPROPRIA  TIONS 

"Sec.  610.  There  are  authorized  to  be  ap- 
propriated to  carry  out  this  part  $49,000,000 
for  fiscal  year  1987.  and  such  sums  as  may 
be  necessary  for  the  4  succeeding  fiscal 
years.". 

SEC.    SIO.    BISI.\ESS  AW   l\TER.\ATIO\AL   EIHCA- 
TIOS  PRiHiKAMS. 

Section  611(a)(1)  of  the  Act  is  amended  by 
inserting  "and  educational"  after  "skills  in 
the  business". 

SEC.  SI  I.  OtER.'iEAS  l\TER\SHIPS. 

Section  612(b)  of  the  Act  is  amended— 

(1)  by  striking  out  "and"  at  the  end  of 
paragraph  (8); 

(2)  by  striking  out  the  period  at  the  end  of 
paragraph  (9)  and  inserting  in  lieu  thereof 
";  and";  and 

(3)  by  inserting  after  paragraph  (91  the  fol- 
lowing new  paragraph: 

"(10)  the  establishment  of  internships 
overseas  to  enable  foreign  language  students 


to  develop  their  foreign  language  skills  and 
knowledge  of  foreign  cultures  and  soci- 
eties. ". 

SE( .  Sll  RE  A  t  THItRIZA  TIOS  OF  PARTS. 

Section  613  of  the  Act  is  amended  to  read 
as  follows: 

"AUTHORIZATION  OF  APPROPRIATIONS 

"Sec.  613.  There  are  authorized  to  be  ap- 
propriated to  carry  out  this  part  $5,000,000 
for  fiscal  year  1987.  and  such  sums  as  may 
be  necessary  for  the  4  succeeding  fiscal 
years. ". 

SEC.  SI3.  AllHSORt  HOARD. 

Section  621  of  the  Act  is  amended  to  read 
as  follows: 

"ADVISORY  BOARD 

"Sec.  621.  (a)  Not  less  than  2  times  each 
year  the  Secretary  shall  convene  an  advisory 
board  on  the  conduct  of  programs  under  this 
title.  The  Advisory  Board  shall  consist  of— 

"(1)  5  members  selected  by  the  Secretary 
from  among  members  of  the  postsecondary 
educational  community,  at  least  two  of 
whom  shall  be  considered  by  their  peers  to 
6e  specialists  in  one  or  more  fields  of  lan- 
guage, area,  or  international  studies: 

"(2)  2  members  selected  by  the  Secretary 
from  among  members  of  the  public:  and 

"(3)  2  members  selected  by  the  Secretary 
from  among  representatives  of  the  business 
community. 

"(b)  The  Secretary  may  consult  with,  or 
include  as  ad  hoc  ex  officio  participants  in 
Advisory  Board  meetings,  a  representative 
from  any  appropriate  executive  agency. 

"(c)  The  Advisory  Board  shall  advise  the 
Secretary  on— 

"(1)  any  geographic  areas  of  special  con- 
cern to  the  United  States: 

"(2)  innovative  approaches  which  may 
help  to  fulfill  the  purposes  of  this  title: 

"(3)  changes  which  should  be  made  in  the 
operation  of  programs  under  this  part  to 
ensure  that  the  attention  of  scholars  is  at- 
tracted to  problems  of  critical  concern  to 
United  States  international  relatiojis: 

"(4)  emerging  trends  within  various  seg- 
ments (pre-college,  undergraduate,  graduate, 
and  postgraduate)  of  the  international  edu- 
cation community: 

"(51  administrative  and  staffing  require- 
ments of  international  education  programs 
in  the  Department:  and 

"(6)  special  needs  with  regard  to  the  pro- 
grama  operated  under  part  B. 

"(d)  The  Advisory  Board  shall  advise  the 
Secretary  and  the  Congress  on  adequate 
budget  levels  for  parts  A  and  B  of  this  title. ". 

SEC.  sn.  DEEI\ITIO\S 

Section  622  of  the  Act  is  amended- 

(1)  by  striking  out  "and"  at  the  end  of 
paragraph  (3): 

(2)  by  striking  out  the  period  at  the  end  of 
paragraph  (4)  and  inserting  in  lieu  thereof  a 
semicolon:  and 

13)  by  inserting  at  the  end  thereof  the  fol- 
lowing: 

"(5)  the  term  'comprehensive  language 
and  area  center'  means  an  administrative 
unit  of  a  unii^ersity  that  contributes  signifi- 
cantly to  the  national  interest  in  advanced 
research  and  scholarship,  employs  a  critical 
mass  of  scholars  in  diverse  disciplines  relat- 
ed to  a  geographic  concentration,  offers  in- 
tensive language  training  in  languages  of 
its  area  specialization,  maintains  impor- 
tant library  collections  related  to  the  area, 
and  makes  training  available  in  language 
and  area  studies  to  a  graduate,  postgradu- 
ate, and  undergraduate  clientele;  and 

"(6)  the  term  'undergraduate  language  and 
area  center'  means  an  administrative  unit 
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of  an  institution  of  higher  education,  in- 
cluding but  not  limited  to  4-year  colleges. 
that  contributes  significantly  to  the  nation- 
al interest  through  the  education  and  train- 
ing of  students  who  matriculate  into  ad- 
vanced language  an  area  studies  programs, 
professional  school  programs,  or  incorpo- 
rates substantial  international  and  foreign 
language  content  into  baccalaureate  degree 
programs,  engages  in  research,  curriculum 
development  and  community  outreach  ac- 
tivities designed  to  broaden  international 
and  foreign  language  knowledge,  employs 
faculty  with  strong  language,  area,  and 
international  studies  credentials,  maintains 
library  holdings,  including  basic  reference 
works,  journals,  and  works  in  translation, 
and  makes  training  available  predominant- 
ly to  undergraduate  students. ". 

TITLE  VII-CONSTRUCTION  AND 
RENOVATION 
SKC.  /-»/.  REVISlOy  oy  TITI.K  Ml. 

Title  VII  of  the  Act  is  amended  to  read  as 

follows: 

"TITLE  VII-CONSTRUCTION.  RECON- 
STRUCTION, AND  RENOVATION  OF 
ACADEMIC  FACILITIES 

"PURPOSES 

"Sec.  701.  la)  In  General.— The  Secretary 
shall  carry  out  programs  of  financial  assist- 
ance to  institutions  of  higher  education  and 
to  higher  education  building  agencies  for 
the  cor.struction,  reconstruction,  or  renova- 
tion of  academic  facilities  and  the  acquisi- 
tion and  maintenance  of  special  research 
and  instructional  instrumentation  and 
equipment  if  the  primary  purpose  of  such 
assistance  is  to  enable  such  institutions— 

"111  to  bring  their  facilities  into  conformi- 
ty with  the  requirements  of— 

"lA)  the  Act  of  August  12.  1968.  commonly 
known  as  the  Architectural  Barriers  Act  of 
1968: 

"(B)  section  504  of  the  Rehabilitation  Act 
of  1973: 

"IC>  environmental  protection  or  health 
and  safety  programs  mandated  by  Federal, 
State,  or  local  law,  if  such  requirements 
icere  not  in  effect  at  the  time  such  facilities 
were  constructed:  or 

"ID/  hazardous  waste  disposal,  treatment, 
and  storage  requirements  mandated  by  the 
Resource  Conservation  and  Recovery  Act  of 
1976.  or  similar  State  statutes: 

"121  to  more  efficiently  use  available 
energy  resources,  especially  coal,  solar 
power,  and  other  renewable  energy  re- 
sources: 

"13)  to  detect.  rem.ove.  or  otherwise  con- 
tain asbestos  hazards  in  academic  and  other 
facilities  used  by  students,  in  accordance 
with  regulations  prescribed  by  the  Secretary: 

"14)  to  construct,  reconstruct,  or  renovate 
the  Nation's  academic  research  and  instruc- 
tional instrumentation  and  facilities,  in- 
cluding libraries,  and  to  acquire  and  main- 
tain special  research  and  instructional  in- 
strumentation and  equipment; 

"15)  to  provide  facilities  for  advanced  skill 
training  programs  that  relate  to  emerging 
technologies  and  skill  needs: 

"16)  with  unusual  increases  in  enrollment 
or  with  significant  internal  programmatic 
enrollment  shifts  laccording  to  data  and  cri- 
teria established  by  the  Secretary)  to  con- 
struct, reconstruct,  or  renovate  their  facili- 
ties; or 

'77/  to  preserve  significant  architecture. 

"(b)  PRjORm  ON  Renovation.— In  the 
awarding  of  grants  under  this  title,  priority 
shall  be  given  to  projects  involving  the  ren- 
ovation of  facilities. 


"APPROPRIATIONS  AUTHORIZED 

"Sec.  702.  la)  Parts  A  and  B— There  are 
authorized  to  be  appropriated— 

"ID  $15,000,000  for  part  A  for  fiscal  year 
1987, 

"(2)  $10,000,000  for  part  B  for  such  fiscal 
year,  and 

"13)  such  sums  as  may  be  necessary  for 
parts  A  and  B  for  each  of  the  4  succeeding 
fiscal  years. 

except  that  no  funds  may  be  appropriated 
for  parts  A  and  B  for  any  such  fiscal  year 
unless  at  least  $20,000,000  is  appropriated 
for  part  E  of  this  title  for  such  fiscal  year. 

"lb)  Other  Programs.— There  are  author- 
ized to  be  appropriated— 

"ID  $25,000,000  for  fiscal  year  1987  and 
such  sums  as  may  be  necessary  for  each  of 
the  4  succeeding  fiscal  years  for  part  C: 

■12)  $25,000,000  for  fiscal  year  1987  and 
such  sums  as  may  be  necessary  for  each  of 
the  4  succeeding  fiscal  years  for  part  D:  and 

"13)  $20,000,000  for  fiscal  year  1987  and 
such  sums  as  may  be  necessary  for  each  of 
the  4  succeeding  fiscal  years  for  part  E. 
"Part  A— Grants  for  the  Construction,  Re- 
construction, and  Renovation  of  Under- 
graduate Academic  Facilities 
"state  plan 

"Sec.  711.  lal  Submission  and  Contents  of 
Plan.— Any  State  desiring  to  participate  in 
the  grant  program  authorized  by  this  part 
shall  have  an  agreement  pursuant  to  section 
1203  and  submit  annually  to  the  Secretary, 
through  the  State  agency  designated  in  such 
agreement,  a  State  plan  which  shall— 

"ID  provide  that  the  plan  shall  be  admin- 
istered by  the  State  entity  having  an  agree- 
ment under  section  1203: 

"12)  set  forth  objective  standards  and 
methods  which  are  consistent  with  basic  cri- 
teria established  under  section  712,  for— 

"lA)  determining  the  relative  priorities  of 
eligible  projects  submitted  by  institutions  of 
higher  education  within  the  State,  and 

"IB)  certifying  the  Federal  share  of  the 
cost  of  each  project: 

"13)  provide  for  every  applicant  an  oppor- 
tunity for  a  hearing  before  the  State  agency 
regarding  the  priority  assigned  to  such 
project,  or  any  other  decision  by  the  State 
agency  adversely  affecting  such  applicant: 
and 

"141  provide  for  accounting  procedures 
necessary  to  assure  proper  disbursement  of 
Federal  funds. 

"lb)  Hearing  Required  Before  Disapprov- 
al.—The  Secretary  shall  not  disapprove  any 
State  plan,  or  modification  thereof,  without 
first  affording  the  State  agency  reasonable 
notice  and  opportunity  for  a  hearing. 

"Id  Suspension  for  Noncompliance.— 
Whenever  the  Secretary  finds  that  the  State 
plan  substantially  fails  to  comply  with  this 
section,  the  Secretary  shall  notify  the  State 
that  it  is  ineligible  to  participate  in  the  pro- 
gram under  this  part  until  a  determination 
is  made  that  there  is  no  longer  a  failure  to 
comply. 

"BASIC  CRITERIA 

"Sec.  712.  la)  Secretary  To  Prescribe 
Criteria.— The  Secretary  shall,  by  regula- 
tion, prescribe  basic  criteria  for  the  consid- 
eration of  State  plans  which  ensure— 

"ID  flexibility  for  States  to  accommodate 
the  varied  needs  of  institutions  in  the 
States: 

"(2)  consideration  of  the  degree  to  which 
applicant  institutions  are  effectively  using 
existing  facilities:  and 

"13)  that  the  Federal  share  shall  not  exceed 
50  percent  of  the  development  costs  of  a 
project 


"lb)  -Rulemaking  Procedures  Required.— 
Section  553  of  title  5.  United  States  Code, 
shall  apply  to  the  prescription  of  regulations 
under  this  section. 

"allotment  of  funds 

"Sec.  713.  la)  Use  for  Public  Community 
Colleges  and  Technical  Institutes; 
Others.— From  the  sums  appropriated  pur- 
suant to  section  702  to  carry  out  the  pur- 
poses of  this  part,  not  less  than  24  percent 
shall  be  allotted  to  States  under  subsection 
(b)  for  public  community  colleges  and 
public  technical  institutes.  The  remainder  of 
such  sums  shall  be  allotted  to  States  under 
subsection  ic)  for  all  other  institutions  of 
higher  education. 

"lb)  Allotment  for  Public  Community 
Colleges  and  Technical  Institutes.— I D  For 
the  purpose  of  making  grants  to  public  com- 
munity colleges  and  public  technical  insti- 
tutes, the  Secretary  shall  allot  to  each  State 
an  amount  which  bears  the  same  ratio  to  the 
amount  available  for  allotment  under  this 
subsection  as  the  product  of— 

"lA)  the  number  of  persons  in  the  State 
who  have  graduated  from  high  school  or  re- 
ceived an  equivalent  certificate  during  the 
previous  school  year,  and 

"IB)  the  State's  allotment  ratio, 

bears  to  the  sum  of  the  corresponding  prod- 
ucts for  all  the  States. 

"I2)(A)  Except  as  provided  in  subpara- 
graph IB),  the  allotment  ratio  shall  be  1.00 
less  the  product  of— 

"liJ  0.50.  and 

"Hi)  the  quotient  obtained  by  dividing  the 
income  per  person  for  the  State  by  the 
income  per  person  for  all  States  inot  includ- 
ing Puerto  Rico,  the  Virgin  Islands,  Ameri- 
can Samoa,  the  Trust  Territory  of  the  Pacif- 
ic Islands,  and  Guam). 

"IB)  Notwithstanding  subparagraph  (A)- 

"(i)  the  allotment  ratio  shall  in  no  case  be 
less  than  0.33%  or  more  than  0.66%: 

"Hi)  the  allotment  ratio  for  Puerto  Rico, 
the  Virgin  Islands.  American  Samoa,  the 
Trust  Territory  of  the  Pacific  Islands,  and 
Guam  shall  be  0.66  2/3:  and 

"HiiJ  the  allotment  ratio  of  any  State  shall 
be  0.50  for  any  fiscal  year  if  the  Secretary 
finds  that  the  cost  of  school  construction  in 
such  State  exceeds  twice  the  median  of  such 
costs  in  all  the  States  as  determined  by  the 
Secretary  on  the  basis  of  statistics  and  data 
as  the  Secretary  shall  deem  adequate  and 
appropriate. 

"lO  Allotment  ratios  shall  be  promulgated 
annually  by  the  Secretary  on  the  basis  of  the 
average  personal  income  in  the  State  and  in 
all  the  States  for  the  three  most  recent  con- 
secutive calendar  years  for  which  data  are 
available  from  the  Department  of  Com- 
merce. 

"Ic)  Allotment  for  Other  Institutions.— 
For  the  purpose  of  making  grants  to  all 
other  institutions  of  higher  education,  the 
Secretary  shall  allot  to  each  State— 

"ID  an  amount  which  bears  the  same 
ratio  to  50  percent  of  the  amount  available 
for  allotraent  under  this  subsection  as  the 
number  of  students  enrolled  in  institutions 
of  higher  education  in  such  State  bears  to 
the  number  of  students  so  enrolled  in  all 
States;  and 

"12)  an  amount  which  bears  the  same 
ratio  to  50  percent  of  the  amount  available 
for  allotment  under  this  subsection  as  the 
number  of  students  enrolled  in  grades  9 
through  12  of  schools  in  such  State  bears  to 
the  total  number  of  students  so  enrolled  in 
ill  the  States. 

"(d)  Aggregate  Limits  and  Ratable  Re- 
ductions.—The  aggregate  amount  allotted  to 


any  State  un 
any  fiscal  j 
$100,000.  Ifti 
to  section  7( 
payments  to 
each  State's 
duced. 

"(e)  Realu 
State's  allotv 
(cJ  for  any  . 
tions  from  q 
been  receivec 
January  1  o. 
quest,  be  ava 
al  share  ofco 

"(2)  Amom 
for  any  fiscai 
close  of  the  f 
the  Secretari 
able  to  use  t 
the  next  fisca 

"If)  Use  « 

TION,     RENOVj 

this  part  ma 
construction, 
ate  facilities 
undergradua 

"(g)  Use  f 
an  amount  I 
of  that  porti 
this  part  whi 
meet  costs  of 

"(1)  researi 
tation  and  ec 

"(2)  equip 
necessary  to 
of  such  resea 
tation  and  et, 
may  be  alloc 
tenance  of  eq 
in  paragraph 
percentage  n 
upgrading  si 
changes  with 
tial  use,  if  th 
ing  essential 
ness)  of  suci 
strumentatio 


"Sec.  721. 
State  Limita 
this  part  shi 
make  granti 
higher  educa 
sistance  are  ( 
this  title. 

"(2)  The  to 
made  to  inst 
any  State  sh 
sums  approp 

"(b)  Peer 
grants  under 
utilize  a  na 
National  Pee 
representatit 
stitutions  of 
States.  Such 
tions  to  the  , 
ment  of— 

"(1)  the  effi 
proposed  use 

"(2)  the  ex. 
grant  will  as 
ing  deficient 
facilities. 

"(c)  Cost  I 
grant  shall  r. 
velopment  a 
resources  pi 
grams  shall  I 


UMI 


September  22,  1986 


CONGRESSIONAL  RECORD— HOUSE 


25287 


Required.— 
states  Code, 
"  regulations 


Community 
Institutes; 
oriated  pur- 
jut  the  pur- 
i  24  percent 
r  subsection 
alleges  and 
emainder  of 
Jtates  under 
titutions  of 

Community 
TES.—(1)  For 
public  com- 
inical  insti- 
3  each  Slate 

•  ratio  to  the 
'.  under  this 

in  the  State 
ichool  or  re- 

•  during  the 


mding  prod- 
in  subpara- 
ihall  be  1.00 


y  State  shall 
he  Secretary 
struction  in 
iian  of  such 
lined  by  the 
ics  and  data 
ieguate  and 


^TITUTIONS.— 

rants  to  all 
ucation,  the 
e— 

■s  the  same 
nt  available 
:tion  as  the 
institutions 
ate  (years  to 
■oiled  in  ail 


Ratable  Re- 
it  allotted  to 


any  State  under  subsections  (b)  and  Id  for 
any  fiscal  year  shall  not  be  less  than 
1 100.000.  If  the  sums  appropriated  pursuant 
to  section  702  are  not  sxifficient  to  make 
payments  to  each  State,  then  the  amount  of 
each  State's  allotment  shall  be  ratably  re- 
duced. 

"(e)  Reallocation.— 11)  Any  portion  of  a 
State's  allotment  under  subsections  <b)  and 
(c)  for  any  fiscal  year  for  which  applica- 
tions from  qualified  institutions  have  not 
been  received  by  the  State  agency  prior  to 
January  1  of  such  fiscal  year  shall  by  re- 
quest, be  available  for  payment  of  the  Feder- 
al share  of  cost  of  other  approved  projects. 

"(2)  Amounts  allotted  under  this  section 
for  any  fiscal  year  which  are  not  used  by  the 
close  of  the  fiscal  year  shall  be  reallotted  by 
the  Secretary  among  the  States  which  are 
able  to  use  the  funds  without  delay  during 
the  next  fiscal  year. 

"(f)  Use  for  Construction,  Reconstruc- 
tion, Renovation.— Funds  available  under 
this  part  may  be  used  for  construction,  re- 
construction, or  renovation  of  undergradu- 
ate facilities  and  combined  graduate  and 
undergraduate  facilities. 

"(g)  Use  for  Maintenance.— In  addition, 
an  amount  less  than  or  equal  to  10  percent 
of  that  portion  of  an  award  granted  under 
liiis  part  which  is  allotted  by  the  recipient  to 
meet  costs  of— 

"(1)  research  or  instructional  instrumen- 
tation and  equipment,  and 

"(2)  equipment  and  structural  changes 
necessary  to  ensure  the  proper  functioning 
of  such  research  or  instructional  instrumen- 
tation and  equipment, 

may  be  allocated  by  the  recipient  for  main- 
tenance of  equipment  and  changes  described 
in  paragraphs  (II  and  (2).  Part  or  all  of  this 
percentage  may  also  be  applied  to  costs  of 
upgrading  such  equipment  and  structural 
changes  within  three  years  of  the  date  of  ini- 
tial use,  if  the  recipient  deems  such  upgrad- 
ing essential  to  the  continued  utility  (useful- 
ness) of  such  research  or  instructional  in- 
strumentation and  equipment 
"Part  B— Grants  for  Construction.  Recon- 
struction, AND  Renovation  of  Graduate 

Academic  Facilities 

"grants 

"Sec.  721.  (a)  Grant  to  Institutions; 
State  Limitation.— (1)  Funds  available  for 
this  part  shall  be  used  by  the  Secretary  to 
make  grants  to  graduate  institutions  of 
higher  education  whose  applications  for  as- 
sistance are  consistent  with  the  objectives  of 
this  title. 

"(2)  The  total  payment  for  any  fiscal  year 
made  to  institutions  of  higher  education  in 
any  State  shall  not  exceed  12.5  percent  of 
sums  appropriated  for  this  part 

"(b)  Peer  Rev:ew  Required.— In  making 
grants  under  this  section,  the  Secretary  shall 
utilize  a  naTional  peer  review  panel.  The 
National  Peer  Review  Panel  shall  be  broadly 
representative  of  all  types  and  classes  of  in- 
stitutions of  higher  education  in  the  United 
States.  Such  panel  shall  make  recommenda- 
tions to  the  Secretary  based  on  their  assess- 
ment of— 

"(1)  the  effectiveness  of  the  program  in  the 
proposed  use  of  Federal  assistance;  and 

"(2)  the  extent  to  which  the  receipt  of  the 
grant  will  assist  the  institution  in  overcom- 
ing deficiencies  in  existing  equipment  and 
facilities. 

"(c)  Cost  Limitations.— The  amount  of  the 
grant  shall  not  exceed  50  percent  of  the  de- 
velopment cost  of  the  project.  No  funds  or 
resources  provided  through  Federal  pro- 
grams shall  be  used  to  meet  the  institution 's 


share  of  the  program  supported  under  this 
section. 

"(d)  Use  for  Maintenance.— An  amount 
less  than  or  equal  to  10  percent  of  that  por- 
tion of  an  award  granted  under  this  part 
which  is  allotted  by  the  recipient  to  meet 
costs  of— 

"(1)  research  or  instructional  instrumen- 
tation and  equipment,  and 

"(2)  equipment  and  structural  changes 
necessary  to  ensure  the  proper  functioning 
of  such  research  or  instructional  instrumen- 
tation and  equipment, 

may  be  allocated  by  the  recipient  for  main- 
tenance of  equipment  and  changes  described 
in  paragraphs  (1)  and  (2).  Part  or  all  of  this 
percentage  may  also  be  applied  to  costs  of 
upgrading  such  equipment  and  structural 
changes  within  three  years  of  the  date  of  ini- 
tial use,  if  the  recipient  deems  such  upgrad- 
ing essential  to  the  continued  utility  (useful- 
ness) of  such  research  or  instructional  in- 
strumentation and  equipment. 
"Part  C— Loans  for  Construction.  Recon- 
struction. AND  Renovation  of  Academic 

Facilities 
"eligibility  conditions,  amounts,  and  terms 

"Sec.  731.  (a)  Selection  of  Recipients.— 
From  the  sums  available  for  this  part,  the 
Secretary  shall  make  and  insure  loans  to  in- 
stitutions of  higher  education  and  to  higher 
education  building  agencies  for  programs 
consistent  with  the  purposes  of  this  title.  No 
loan  shall  be  made  unless  the  Secretary  finds 
that- 

"(1)  not  less  than  20  percent  of  the  devel- 
opment cost  of  the  project  will  be  financed 
from  non-Federal  sources; 

"(2)  the  applicant  is  unable  to  secure  the 
loan  from  other  sources  upon  terms  and  con- 
ditions equally  as  favorable  as  those  appli- 
cable to  loans  under  this  part; 

"(3)  the  project  will  be  undertaken  in  an 
economical  manner;  and 

"(4)  for  any  project  with  regard  to  an  in- 
firmary or  other  outpatient  care  facility  for 
students  and  institutional  personnel  assist- 
ance will  not  be  provided  under  part  F  of 
this  title. 

"(b)  Terms  of  Loans.— Loans  shall  be 
repaid  withiii  50  years  and  shall  bear  inter- 
est at  (1)  a  rate  annually  determined  by  the 
Secretary  which  shall  be  not  more  than  one- 
quarter  of  1  percentage  point  above  the  aver- 
age annual  interest  rate  on  all  interest-bear- 
ing obligations  of  the  United  States  forming 
a  part  of  the  public  debt  as  computed  at  the 
end  of  the  preceding  fiscal  year,  adjusted  to 
the  nearest  one-eighth  of  1  percent,  or  (2)  the 
rate  of  5.5  percent  per  year,  whichever  is 
less. 

"(c)  Use  for  Maintenance.— An  amount 
less  than  or  equal  to  10  percent  of  that  por- 
tion of  a  loan  granted  under  this  part  which 
is  allotted  by  the  recipient  to  meet  costs  of— 

"(1)  research  or  instructional  instrumen- 
tation and  equipment,  and 

"(2)  equipment  and  structural  changes 
necessary  to  ensure  the  proper  functioning 
of  such  research  or  instructional  instrumen- 
tation and  equipment, 

may  be  allocated  by  the  recipient  for  main- 
tenance of  equipment  and  changes  described 
in  paragraphs  (1)  and  (2).  Part  or  all  of  this 
percentage  may  also  be  applied  to  costs  of 
upgrading  such  equipment  and  structural 
changes  within  three  years  of  the  date  of  ini- 
tial use,  if  the  recipient  deems  such  upgrad- 
ing essential  to  the  continued  utility  (useful- 
ness) of  such  research  or  instructional  in- 
strumentation and  equipment 

"general  provisions  for  loan  program 

"Sec.  732.  (a)  Conclusiveness  of  Secre- 
tary's    Transactions.— Financial     transac- 


tions of  the  Secretary,  except  with  respect  to 
administrative  expenses,  shall  be  final  and 
conclusive  on  all  officers  of  the  Government 
and  shall  not  be  reviewable  by  any  court. 

"(b)  General  Authority.— In  the  perform- 
ance of,  and  with  respect  to,  the  functions 
vested  in  the  Secretary  by  this  part,  the  Sec- 
retary may— 

"(1)  prescribe  such  rules  and  regulations 
as  may  be  necessary  to  carry  out  the  pur- 
poses of  this.part; 

"(2)  sue  and  be  sued  in  any  court  of  record 
of  a  State  having  general  jurisdiction  or  in 
any  district  court  of  the  United  States,  and 
such  district  courts  shall  have  jurisdiction 
of  civil  actions  arising  under  this  part  with- 
out regard  to  the  amount  in  controversy, 
and  any  action  instituted  under  this  subsec- 
tion by  or  against  the  Secretary  shall  sur- 
vive notwithstanding  any  change  in  the 
person  occupying  the  office  of  the  Secretary 
or  any  vacancy  in  such  office;  but  no  attach- 
ment, injunction,  garnishment,  or  other 
similar  process,  mesne  or  final,  shall  be 
issued  against  the  Secretary  or  property 
under  his  control,  and  nothing  herein  shall 
be  construed  to  except  litigation  arising  out 
of  activities  under  this  part  from  the  appli- 
cation of  sections  507(b>  and  517  and  2679 
of  title  28,  United  States  Code; 

"(31  foreclose  on  any  property  and  bid  for 
and  purchase  at  any  foreclosure,  or  any 
other  sale,  any  property  in  connection  with 
which  the  Secretary  has  made  a  loan  pursu- 
ant to  this  part;  in  the  event  of  such  an  ac- 
quisition, notwithstanding  any  other  provi- 
sions of  law  relating  to  the  acquisition,  han- 
dling, or  disposal  of  real  property  by  the 
United  Stales,  the  Secretary  may  complete, 
administer,  remodel  and  convert  dispose  of, 
lease,  and  otherwise  deal  with,  such  proper- 
ty; except  that  (A)  such  action  shall  not  pre- 
clude any  other  action  by  the  Secretary  to 
recover  any  deficiency  in  the  amounts 
loaned,  and  (B)  any  such  acquisition  of  real 
property  shall  not  deprive  any  State  or  po- 
litical subdivision  thereof  of  its  civil  or 
criminal  jurisdiction  in  and  over  such  prop- 
erty or  impair  the  civil  rights  under  the 
State  or  local  laws  of  the  inhabitants  on 
such  property; 

"(4)  sell,  exchange:  or  lease  real  or  person- 
al property  and  securities  or  obligations; 

"(5)  modify,  with  respect  to  the  rate  of  in- 
terest the  time  of  payment  of  principal,  in- 
terest security,  or  any  other  term  of  any 
contract  or  agreement  to  which  the  Secre- 
tary is  a  party,  including— 

"(A)  granting  a  moratorium  on  the  repay- 
ment of  principal  or  interest  to  a  party  tem- 
porarily unable  to  make  such  repayment 
without  undue  financial  hardship  provided 
the  applicant  files,  and  the  Secretary  ap- 
proves, a  plan  to  make  repayment;  and 

"(B)  granting  to  a  borrower  of  a  loan 
made  before  October  1.  1986.  the  option  of 
repaying  the  loan  at  a  discount  computed  in 
accordance  with  subsection  (c)  if  the  Secre- 
tary has  received  satisfactory  assurances 
that  the  facilities  financed  with  the  loan 
will  continue  to  be  used  for  purposes  related 
to  the  educational  institution  for  the  origi- 
nal term  of  the  loan,  and  the  prepayment  is 
(i)  made  from  non-Federal  sources.  (HI  not 
derived  from  proceeds  of  obligations  the 
income  of  which  is  exempt  from  taxation 
under  the  Internal  Revenue  Code  of  1954. 
(Hi)  made  on  a  loan  that  has  been  outstand- 
ing for  at  least  5  years,  and  dv)  is  made 
prior  to  October  1.  1991;  and 

"(6)  include  in  any  contract  such  other 
covenants,  conditions,  or  provisions  neces- 
sary to  ensure  that  the  purposes  of  this  title 
will  be  achieved. 
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"Id  Computation  of  Allowable  Dis- 
covNTs.—The  Secretary  shall  compute  the 
discount  which  may  be  offered  to  a  borrower 
as  an  inducement  to  early  repayment  under 
subsection  IbHS)  in  an  amount  determined 
by  the  Secretary  to  be  in  the  best  financial 
interests  of  the  Government,  taking  into  ac- 
count the  yield  on  outstanding  marketable 
obligations  of  the  United  States  having  ma- 
turities comparable  to  the  remaining  term 
of  such  loan. 

"(dl  NONDtSCKIMINATION  BETWEEN  BORROW- 
ERS IN  Offering  Discounted  Prepayment.— 
(1)  If  the  Secretary  offers  a  discount  as  an 
inducement  to  early  repayment  under  sub- 
section fbJfSi.  such  offer  shall  be  available 
without  regard  to  whether  the  borrower  is 
delinquent  or  in  default  on  the  loan  on  or 
before  October  1.  1986.  but  the  Secretary 
shall  refuse  to  make  such  offer  to  a  borrower 
that  becomes  delinquent  or  goes  into  default 
after  that  date. 

"(21  The  discount  offered  shall  apply,  in 
the  case  of  a  borrower  that  complies  with 
paragraph  d),  to  the  entire  amount  out- 
standing on  the  loan  (including  any  amount 
owed  with  respect  to  payments  that  are 
overdue). 

"REVOLVING  loan  AND  INSURANCE  FUND 

"Sec.  733.  (a)  Establishment.— There  is 
created  within  the  Treasury  a  revolving 
loan  fund  for  the  purpose  of  making  and  in- 
suring loans  under  this  part  (hereafter  re- 
ferred to  as  the  fund)  which  shall  be  avail- 
able to  the  Secretary  without  fiscal  year  lim- 
itation. The  total  of  any  loans  made  from 
the  fund  in  any  fiscal  year  shall  not  exceed 
limitations  specified  in  appropriations  Acts. 

"(b)  Management  of  Fund.—(1i  The  Secre- 
tary shall  transfer  to  the  fund  appropria- 
tions provided  under  section  702  to  provide 
capital  for  making  loans.  Interest  and  prin- 
cipal payments  on  loans,  and  any  other 
moneys,  property,  or  assets  derived  from  ac- 
tivities under  this  part  shall  be  deposited  in 
the  fund. 

"(2)  All  loans,  expenses,  and  payments 
pursuant  to  operation  of  this  part  shall  be 
paid  from  the  fund,  including  expens(s  and 
payments  in  connection  with  sale,  pursuant 
to  section  302(c)  of  the  Federal  National 
Mortgage  Association  Charter  Act,  of  par- 
ticipations m  obligations  acquired  under 
this  part.  At  the  close  of  each  fiscal  year,  the 
Secretary  shall  pay  interest  on  the  cumula- 
tive amount  of  funds  paid  out  for  loans 
under  this  part  less  the  average  undisbursed 
cash  balance  in  the  fund  during  the  year. 
The  interest  rate  shall  be  determined  by  the 
Secretary  of  the  Treasury,  taking  into  con- 
sideration the  average  market  yield  on  out- 
standing Treasury  obligations  of  maturity 
comparable  to  the  average  maturity  of  loans 
made  from  the  fund  during  the  month  pre- 
ceding each  fiscal  year.  Interest  payments 
may  be  deferred  with  the  approval  of  the 
Secretary  of  the  Treasury,  but  interest  pay- 
ments so  deferred  shall  themselves  bear  in- 
terest. If  the  Secretary  determines  that 
moneys  in  the  fund  exceed  the  present  and 
prospective  needs  of  the  fund,  the  excess  may 
be  transferred  to  the  general  fund  of  the 
Treasury. 

"Part  D— Grants  To  Pa  y  Interest  on  Debt 
"annual  interest  grants 

"Sec.  741.  (a)  Grant  Authoritv. —To  assist 
institutions  of  higher  education  and  higher 
education  building  agencies  in  reducing  the 
cost  of  borrowing  from  other  sources  for 
projects  under  this  part,  the  Secretary  may 
make  annual  interest  grants  to  such  institu- 
tions and  agencies  with  respect  to  any 
project  made  over  a  fixed  period  not  exceed- 
ing 40  years,  and  provision  for  the  grants 


shall  be  embodied  in  the  contract  guarantee- 
ing their  payment.  Grants  shall  not  be  great- 
er than  the  difference  between  (1)  the  aver- 
age annual  debt  service  which  would  be  re- 
quired to  be  paid  during  the  life  of  the  loan 
on  the  amount  borrowed  from  other  sources 
for  the  construction  of  such  facilities,  and 
(2)  the  average  annual  debt  sennce  which 
the  institution  or  agency  would  have  been 
required  to  pay  during  the  life  of  the  loan  if 
the  applicable  interest  rate  had  been  deter- 
mined by  the  Secretary  in  accordance  with 
section  731(b). 

"(b)  Limits  on  Grants.— The  total  amount 
of  annual  interest  grants  which  may  be  paid 
to  institutions  of  higher  education  and 
higher  education  building  agencies  in  any 
year  pursuant  to  contracts  entered  into  for 
such  year  under  this  section  shall  not  exceed 
$13,500,000. 

"(c)  State  Allocation  Limits.— The  total 
payment  for  any  fiscal  year  made  to  institu- 
tions oj  higher  education  and  higher  educa- 
tion building  agencies  in  any  State  shall  not 
exceed  12.5  percent  of  sums  appropriated  for 
this  sectiot'. 

"(d)  Requirements  for  Grants.— No 
annual  interest  grant  shall  be  made  unless 
(1)  assurance  is  provided  that  not  less  than 
10  percent  of  the  costs  of  the  project  will  be 
financed  from  non-Federal  sources,  (2)  the 
applicant  is  unable  to  secure  a  loan  from 
other  sources  upon  terms  and  conditions  as 
favorable  as  those  applicable  to  loans  under 
this  title,  and  (31  the  project  will  be  under- 
taken in  an  economical  manner.  Loans  for 
which  an  interest  grant  is  made  shall,  for 
purposes  of  this  section  only,  not  be  consid- 
ered financing  from  a  non-Federal  source. 
"Part  E— College  Construction  Loan 
Insurance  Association 

"congres.sional  declaration  of  purpose: 
definition:  incorporation 

"Sec.  751.  (a)  Purpose.— The  Congress 
hereby  declares  that  it  is  the  purpose  of  this 
part  to  authorize  participation  of  the 
United  States  Government  and  the  Student 
Loan  Marketing  Association  in  a  private, 
for  profit  corporation  to  be  known  as  the 
College  Construction  Loan  Insurance  Asso- 
ciation (hereinafter  referred  to  (is  the  'Cor- 
poration') which  will,  directly  or  indirectly, 
alone  or  in  collaboration  with  others— 

"(1)  guarantee,  insure,  and  reinsure 
bonds,  detientures,  notes,  evidences  of  debt, 
loans,  and  interests  therein,  the  proceeds  of 
which  are  to  be  used  for  an  education  facili- 
ties purpose: 

"(2)  guarantee  and  insure  leases  of  person- 
al, real,  or  mixed  property  to  be  used  for  an 
education  facilities  purpose:  and 

"(3>  issue  letters  of  credit  and  undertake 
obligations  and  cornmitments  as  the  Corpo- 
ration deems  necessary  to  carry  out  the  pur- 
poses described  in  paragraphs  (1)  nad  (2). 

"(b)  Status  as  Non-Governmental 
Entity.— The  Corporation  shall  not  be  an 
agency,  instrumentality,  or  establishment  of 
the  United  States  Government  and  shall  not 
be  a  'Government  corporation'  nor  a  'Gov- 
ernment controlled  corporation'  as  defined 
in  section  103  of  title  5.  United  States  Code. 
No  action  under  section  1491  of  title  28, 
United  States  Code  (commonly  known  as  the 
Tucker  Act)  shall  be  allowable  against  the 
United  States  based  on  the  actions  of  the 
Corporation. 

"(c)  Corporate  Powers  and  Limitations.— 
The  Corporation  shall  be  subject  to  the  pro- 
visions of  this  part  and,  to  the  extent  not  in- 
consistent with  this  part,  to  the  District  of 
Columbia  Business  Corporation  Act.  The 
business  activities  of  the  Corporation  shall 
always  be  limited  to  the  purposes  set  forth 


in  subsection  (a)  of  this  section.  It  shall 
have  the  powers  conferred  upon  a  corpora- 
tion by  the  District  of  Columbia  Business 
Corporation  Act  as  from  time  to  time  in 
effect  in  order  to  conduct  its  corporate  af- 
fairs and  to  larry  out  its  purposes  and  ac- 
tivities incidental  thereto. 

"(d)  Definiti  >n  of  Education  Facilities 
Purpose.— As  ucd  in  this  section,  an  'educa- 
tion facilities  purpose'  includes  any  activity 
(including  activities  related  to  the  payment 
of  financing  or  transaction  costs)  relating 
to  the  construction,  reconstruction,  renova- 
tion, acquisition,  or  purchase  of  (1)  educa- 
tion, training,  or  research  facilities  or  hous- 
ing for  students,  faculty,  or  staff,  (2)  any  un- 
derlying real  property  or  any  interest  there- 
in, (3)  furniture,  fixtures,  and  equipment  to 
be  used  in  connection  with  any  education  or 
training  facility  or  housing  for  students, 
faculty,  or  staff  and  (4)  instructional  equip- 
ment and  research  instrumentation  includ- 
ing site  preparation  for  such  equipment  and 
instrumentation. 

"CRITERIA  FOR  GUARANTEES  AND  INSURANCE 

"Sec.  752.  (a)  General  Rule.— The  Corpo- 
ration shall  provide  direct  insurance,  guar- 
antees,' and  reinsurance  on  obligations 
issued  for  education  facilities  purposes  only 
in  accordance  with  the  requirements  of  this 
section. 

"(b)  Allocation  of  Reinsurance  Capac- 
ity.— 

"(1)  At  least  the  percentages  specified  in 
paragraph  (2)  of  the  aggregate  dollar 
amount  of  bond  and  debenture  issues  rein- 
sured by  the  Corporation  ihall  be  issues 
which,  without  insurance,  are  listed  by  a  na- 
tionally recognized  statistical  rating  organi- 
zation at  a  rating  below  the  third  highest  . 
rating  of  such  organization. 

"(2)  For  the  purpose  of  subparagraph  (1) 
of  this  paragraph,  the  percentages  specified 
in  this  paragraph  shall  be— 

"(A)  10  percent  for  the  first  full  year  of  op- 
eration of  the  Corporation: 

"(B)  30  percent  for  the  second  full  year  of 
such  operation:  and 

"(C)  50  percent  for  the  third  full  year  of 
such  operation  and  thereafter. 

"(3)  No  bond  or  debenture  issue  which  is 
both  reinsured  and  directly  insured  by  the 
Corporation  may  be  counted  toward  the  ful- 
fillment of  the  requirements  of  paragraph 
(1). 

"(c)  Direct  Insurance  and  Guarantee  Ac- 
tivities: Limitations.— 

"(1)  All  of  the  assets  and  obligations  di- 
rectly covered  by  primary  insurance  or 
guarantees  issued  by  the  Corporation  shall 
be  assets  or  obligations  of  institutions 
which  are,  without  insurance  or  guarantee, 
listed  by  a  nationally  recognized  statistical 
rating  organization  at  a  rating  below  the 
third  highest  rating  of  such  organization. 

"(2)  At  least  the  percentages  specified  in 
paragraph  (3)  of  the  aggregate  dollar 
amount  of  the  assets  and  obligations  rein- 
sured, insured,  and  guaranteed  by  the  Cor- 
poration under  this  section  shall  be  in  the 
direct  insurance  and  guarantee  activities 
specified  in  this  subsection. 

"(3)  For  the  purpose  of  paragraph  (2)  of 
this  paragraph,  the  percentages  specified  in 
this  paragraph  shall  be— 

"(A)  10  percent  for  the  first  full  year  of  op- 
eration of  the  Corporation: 

"(B)  30  percent  for  the  second  full  year  of 
such  operation:  and 

"(C)  50  percent  for  the  third  full  year  of 
such  operation  and  thereafter. 

""(4)  For  the  purpose  of  paragraph  11),  the 
assets  and  obligations  which  may  be  directly 
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covered  by  primary  insurance  or  guarantees 
issued  by  the  Corporation  are— 

"(A)  bonds,  debentures,  notes,  evidences  of 
debt,  loans,  and  interests  therein,  the  pro- 
ceeds of  which  are  to  be  used  for  an  educa- 
tion facilities  purpose;  and 

"(Bl  leases  of  personal,  real,  or  mixed 
property  to  be  used  for  an  education  facili- 
ties purpose. 

"(dJ  Notice  of  Services.— The  Corpora- 
tion shall  take  such  steps  as  may  be  neces- 
sary to  publicize  the  availability  of  its  in- 
surance and  reinsurance  programs  under 
this  section  in  a  manner  that  assures  that 
information  concerning  such  programs  will 
be  available  to  each  eligible  institution. 

"(el  Nondiscrimination  Required.— 

"(II  The  Corporation  may  not  carry  out 
any  activities  with  respect  to  any  educa- 
tional facilities  purpose  of  a  participating 
institution  if  the  institution  discriminates 
on  account  of  race,  color,  religion  (subject  to 
paragraph  (211.  national  origin,  sex  (to  the 
extent  provided  in  title  IX  of  the  Education 
Amendments  of  1972).  or  handicapping  con- 
dition. 

"(21  The  prohibition  with  respect  to  reli- 
gion shall  not  apply  to  an  educational  insti- 
tution which  is  controlled  by  or  which  is 
closely  identified  with  the  tenets  of  a  par- 
ticular religious  organization  if  the  applica- 
tion of  this  section  would  not  be  consistent 
with  the  religious  tenets  of  such  organiza- 
tion. 

"(31  Each  participating  institution  shall 
certify  to  the  Corporation  that  the  institu- 
tion does  not  discriminate  as  required  by 
the  provisions  of  paragraph  (1). 

"process  of  organization 

"Sec.  753.  The  Secretary  of  the  Treasury, 
the  Secretary,  and  the  Student  Loan  Market- 
ing Association  shall  each  appoint  2  persons 
to  be  incorporators  of  the  Corporation.  If 
either  the  Secretary  of  the  Treasury  or  the 
Secretary  fail  to  appoint  incorporators 
within  90  days  after  the  date  of  enactment 
of  the  Higher  Education  Amendments  of 
1986,  the  Student  Loan  Marketing  Associa- 
tion, after  consultation  with  the  Committee 
on  Labor  and  Human  Resources  of  the 
Senate  and  the  Committee  on  Education 
and  Labor  of  the  House  of  Representatives, 
shall  have  the  authority  to  name  the  incor- 
porators which  have  not  been  so  appointed. 
The  incorporators  so  appointed  shall  each 
sign  the  articles  of  incorporation  and  shall 
serve  as  the  initial  Board  of  Directors  until 
the  members  of  the  first  regular  Board  of  Di- 
rectors shall  have  been  appointed  and  elect- 
ed. Such  incorporators  shall  take  whatever 
actions  are  necessary  or  appropriate  to  es- 
tablish the  Corporation,  including  the  filing 
of  articles  of  incorporation. 

"operation  and  election  of  board  of 
directors 

"Sec.  754.  (a/  In  General.— The  Corpora- 
tion shall  have  a  Board  of  Directors  which 
shall  consist  of  11  members,  of  whom  one 
shall  be  elected  annually  by  the  Board  to 
serve  as  chairman.  Directors  shall  serve  for 
terms  of  one  year  or  until  their  successors 
have  been  appointed  and  qualified,  and  any 
member  so  appointed  to  fill  a  vacancy  shall 
be  appointed  only  for  the  unexpired  term  of 
the  Director  whom  he  succeeds.  Two  Direc- 
tors shall  be  appointed  by  the  Secretary  of 
the  Treasury;  2  Directors  shall  be  appointed 
by  the  Secretary;  3  Directors  shall  be  ap- 
pointed by  the  Student  Loan  Marketing  As- 
sociation; and  the  remaining  4  Directors 
shall  be  elected  by  the  holders  of  the  Corpo- 
ration's voting  common  stock  at  least  one  of 
whom  shall  be  a  college  or  university  admin- 
istrator. The  failure  of  the  Secretary  or  the 


Secretary  of  the  Treasury  to  make  any  one 
or  more  appointments  to  the  Board  of  Direc- 
tors of  the  Corporation  shall  not  affect  or  di- 
minish the  right  and  power  of  (II  the  other 
directors  who  have  been  appointed  or  elect- 
ed to  assume  and  carry  out  their  duties  as 
directors  and  (2i  the  Board  so  constituted  to 
act  for  all  purposes  as  the  full  Board  of  the 
Corporation. 

"(bJ  Cumulative  Voting.— The  articles  of 
incorporation  of  the  Corporation  shall  pro- 
vide for  cumulative  voting  under  section 
27(d)  of  the  District  of  Columbia  Business 
Corporation  Act  (D.C.  Code,  sec.  29-327(d)i. 

"INITIAL  CAPITAL 

"Sec.  755.  (a)  Authority  To  Issue  Common 
Stock.— The  Corporation  shall  issue  shares 
of  voting  common  stock  of  no  par  value  at 
such  time  within  6  months  of  its  incorpora- 
tion as  shall  be  designated  by  the  initial 
Board  of  Directors,  and  from  time  to  time 
thereafter. 

"(bl  Subscription  bv  Secretary.— The  Sec- 
retary is  authorized  and  directed  to  sub- 
scribe to  and  purchase,  in  each  of  the  5 
years  following  the  incorporation  of  the  Cor- 
poration, voting  common  stock  of  the  Cor- 
poration having  an  aggregate  purchase 
price  of  not  more  than  $20,000,000.  subject 
to  availability  of  appropriations. 

"(c)  Subscription  by  Association.— The 
Student  Loan  Marketing  Association  is  au- 
thorized to  subscribe  to  and  purchase  during 
the  5  years  following  the  incorporation  of 
the  Corporation  voting  common  stock  of  the 
Corporation  having  an  aggregate  purchase 
price  of  $25,000,000  or  more. 

"(d)  Annual  Issuance.— The  Corporation  is 
authorized  to  offer  for  subscription  and  pur- 
chase to  the  general  public  during  the  5 
years  following  the  incorporation  of  the  Cor- 
poration, voting  common  stock  having  an 
aggregate  purchase  price  of  $125,000,000. 
Not  less  than  40  percent  of  such  stock  shall 
be  set  aside  for  purchase  by  institutions  of 
higher  education  prior  to  being  offered  to 
the  general  public. 

"ISSUE  OF  nonvoting  STOCK  AND  DEBT  TO  THE 
PUBLIC 

"Sec.  756.  The  Corporation  may  issue, 
without  limitation  as  to  amount  or  restric- 
tion as  to  ownership,  such  nonvoting 
common,  preferred,  and  preference  stock, 
debt,  and  such  other  securities  and  obliga- 
tions, in  such  amounts,  at  such  times,  and 
having  such  terms  and  conditions  as  may  be 
deemed  necessary  or  appropriate  by  its 
Board  of  Directors. 

"OBLIGATIONS  NOT  FEDERALLY  GUARANTEED;  NO 
FEDERAL  PRIORITY 

"Sec.  757.  No  obligation  which  is  insured, 
guaranteed,  or  otherwise  backed  by  the  Cor- 
poration, shall  be  deemed  to  be  an  obliga- 
tion which  is  guaranteed  by  the  full  faith 
and  credit  of  the  United  States.  No  obliga- 
tion which  is  insured,  guaranteed,  or  other- 
wise backed  by  the  Corporation  shall  be 
deemed  to  l)e  an  obligation  which  is  guaran- 
teed by  the  Student  Loan  Marketing  Associa- 
tion. This  section  shall  not  affect  the  deter- 
mination of  whether  such  obligation  is 
guaranteed  for  purposes  of  Federal  income 
taxes. 

"authority  of  secretary  to  sell  common 
stock;  right  of  first  refusal 

"Sec  758.  (a)  Authority  To  Sell.— The 
Secretary  may.  at  any  time  after  a  date 
which  is  5  years  after  the  date  of  incorpora- 
tion of  the  Corporation,  sell  (in  one  or  more 
transactions)  the  voting  common  stock  of 
the  Corporation  owned  by  the  Secretary. 
Prior  to  offering  such  common  stock  for  sale 
to  any  other  person,  the  Secretary  shall  offer 
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such  stock  to  the  Student  Loan  Marketing 
Association  at  the  price  determined  pursu- 
ant to  subsection  (b).  Not  later  than  30  days 
prior  to  the  sale  of  such  stock,  the  Secretary 
shall  advise,  in  writing,  the  Committee  on 
Labor  and  Human  Resources  of  the  Senate 
and  the  Committee  on  Education  and  Labor 
of  the  House  of  Representatives  of  plans  of 
the  Secretary. 

"(b)  Purchase  Price.— The  price  at  which 
the  Secretary  may  sell  the  voting  common 
stock  of  the  Corporation  under  subsection 
(a)  shall  be  the  market  value  of  such  shares 
as  determined  by  the  Secretary,  on  the  basis 
of  an  independent  appraisal,  but  shall  not 
be  less  than  the  value  of  such  shares  as 
shown  on  the  books  of  account  of  the  Corpo- 
ration as  of  the  date  of  closing  of  such  pur- 
chase. In  no  event  shall  the  purchase  price 
be  less  than  the  original  issuance  price. 

"(c)  Board  of  Directors  Elected  After 
Majority  BuY-Our.-If  the  Student  Loan 
Marketing  Association  acquires  from  the 
Secretary  sufficient  voting  common  stock  so 
as  to  own  more  than  50  percent  of  the  issued 
and  outstanding  voting  common  stock  of 
the  Corporation,  section  754  (except  subsec- 
tion (bJ)  shall  be  of  no  further  force  or  effect 
and  the  Board  of  Directors  of  the  Corpora- 
tion shall  thereafter  be  elected  entirely  by 
the  voting  common  shareholders. 

"(d)  Right  of  First  Refusal  to  Associa- 
tion.—Until  such  time  as  the  Student  Loan 
Marketing  Association  acquires  all  of  the 
voting  common  stock  owned  by  the  Secre- 
tary, the  Student  Loan  Marketing  Associa- 
tion shall  have  the  right  to  purchase  all,  or 
any  lesser  portion  it  shall  select,  of  each  of 
the  issues  of  equity  securities  or  other  secu- 
rities convertible  into  equity  of  the  Corpora- 
tion as  the  Corporation  may  issue  from  time 
to  time,  on  the  same  terms  and  conditions 
as  such  securities  are  to  tie  offered  to  other 
persons. 

"(e)  Authority  of  Association  With  Re- 
spect TO  Corporation.— The  Student  Loan 
Marketing  Association  is  authorized  and 
empowered  to  purchase  stock  and  to  carry 
out  such  other  activities  as  are  necessary 
and  appropriate  for  carrying  out  the  Asso- 
ciation's obligations  and  responsibilities 
with  respect  to  the  Corporation.  The  Student 
Loan  Marketing  Association  is  also  author- 
ized to  enter  into  such  other  transactions 
with  the  Corporation,  including  the  acquisi- 
tion of  securities  and  obligations  of  the  Cor- 
poration referred  to  in  this  section  and  sec- 
tions 755  and  756.  and  arrangements  for  the 
provision  of  management  and  other  services 
to  the  Corporation,  as  shall  be  approved  by 
the  Student  Loan  Marketing  Association 
and  the  Corporation. 

"USE  OF  STOCK  SALE  PROCEEDS 

"Sec.  759.  The  proceeds  received  by  the 
Secretary  upon  the  sale  of  any  shares  of  the 
Corporation  to  the  Student  Loan  Marketing 
Association  or  any  other  person  shall  be  de- 
posited in  the  general  fund  of  the  Treasury. 

"audits;  REPORTS  TO  THE  PRESIDENT  AND  THE 
CONGRESS 

"Sec.  760.  (a)  AccouNTiNa.—The  books  of 
account  of  the  Corporation  shall  be  main- 
tained in  accordance  with  generally  accept- 
ed accounting  principles  and  shall  be  sub- 
ject to  an  annual  audit  by  an  independent 
public  accountant. 

"(b)  Reports.— The  Corporation  shall 
transmit  to  the  President  and  the  Congress, 
annually  and  at  such  other  times  as  it 
deems  desirable,  a  report  of  its  operations 
and  activities  under  this  part,  which  annual 
report  shall  include  a  copy  of  the  Corpora- 
tion's financial  statements  and  the  opinion 
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with  respect  thereto  prepared  by  the  inde- 
pendent public  accountant  reviewing  such 
statements  and  a  copy  of  any  report  made 
on  an  audit  conducted  under  subsection  (a). 
The  annual  reports  shall  include  such  infor- 
mation and  other  evidence  as  is  necessary  to 
demonstrate  that  the  Corporation  has  com- 
plied with  the  requirements  of  section  752. 
"Part  F— Housing  and  Other  Educational 
Facilities  Loans 

"federal  assistance  in  the  form  of  loans 

"Sec.  TBI.  (a)  Authority  and  Conditions 
for  Loans.— To  assist  undergraduate  post- 
secondary  educational  institutions  in  the 
construction,  reconstruction,  or  renovation 
of  housing,  undergraduate  academic  facili- 
ties, and  other  educational  facilities  for  stu- 
dents and  faculties,  the  Secretary  may  make 
loans  of  funds  to  such  institutions  for  the 
construction,  reconstruction,  or  renovation 
of  such  facilities.  No  such  assistance  shall  be 
provided  unless— 

"(1>  the  educational  institution  involved 
is  unable  to  secure  the  necessary  funds  for 
the  construction  or  purchase  from  other 
sources  upon  terms  and  conditions  equally 
as  favorable  as  the  terms  and  conditions  ap- 
plicable to  loans  under  this  title:  and 

"<2)  the  Secretary  finds  that  any  such  con- 
struction will  6e  undertaken  in  an  economi- 
cal manner,  and  that  any  such  facilities  are 
not  or  will  not  be  of  elaborate  or  extrava- 
gant design  or  materials. 

"fbJ  Use  OF  Loans  for  Previously  Made 
Contracts.— Any  undergraduate  postsecond- 
ary  educational  institution  which,  prior  to 
the  date  of  enactment  of  this  section,  has 
contracted  for  housing  or  other  educational 
facilities  may,  in  connection  therewith,  re- 
ceive loans  authorized  under  this  title,  as 
the  Secretary  may  determine.  No  such  loan 
shall  be  made  for  any  housing  or  other  edu- 
cational facilities,  the  construction  of  which 
was  t>egun  prior  to  the  effective  date  of  this 
section,  or  completed  prior  to  the  filing  of 
an  application  under  this  title. 

"(ci  Amount  and  Conditions  of  Loans.— A 
loan  to  an  undergraduate  postsecondary 
educational  institution— 

"(II  may  be  in  an  amount  not  exceeding 
the  total  development  cost  of  the  facility,  as 
determined  by  the  Secretary: 

"121  shall  be  secured  in  such  manner  and 
be  repaid  within  such  period,  not  exceeding 
SO  years,  as  may  be  determined  by  the  Secre- 
tary: and 

"13)  shall  bear  interest  at  a  rate  deter- 
mined by  the  Secretary  which  shall  be  not 
more  than  the  lower  of  lA)  5.5  percent  per 
annum^  or  IB>  the  total  of  one-quarter  of  1 
percent  per  annum,  added  to  the  rate  of  in- 
terest paid  by  the  Secretary  on  funds  ob- 
tained from  the  Secretary  of  the  Treasury  as 
provided  in  subsection  (dl. 

"fdJ  Use  of  Funds  From  Title  IV  of  the 
Housing  Act  of  1950.— Funds  obtained  pur- 
suant to  section  40Ud)  of  the  Housing  Act  of 
1950  shall  be  available  for  the  purposes  of 
carrying  out  this  part.  For  such  purposes, 
the  total  amount  of  notes  and  obligations 
which  the  Secretary  may  continue  to  issue 
and  have  outstanding  for  purchase  by  the 
Secretary  of  the  Treasury  shall  not  exceed 
the  amount  issued  and  outstanding  under 
such  section  401(d)  as  of  September  30.  1985. 
Such  notes  and  other  obligations  shall  be  in 
such  forms  and  denominations,  have  such 
maturities,  and  be  subject  to  such  terms  and 
conditions  as  may  be  prescribed  by  the  Sec- 
retary, with  the  approval  of  the  Secretary  of 
the  Treasury.  Such  notes  or  other  obliga- 
tions issued  to  obtain  funds  for  loan  con- 
tracts entered  into  after  the  effective  date  of 
the  Higher  Education  Act  Amendments  of 


1986  shall  bear  interest  at  a  rate  determined 
by  the  Secretary  of  the  Treasury  which  shall 
not  6e  more  than  the  average  current  yield 
on  outstanding  obligations  of  the  United 
States  of  comparable  maturities  in  the 
month  preceding  the  month  in  which  the 
contract  for  such  loan  is  made.  The  Secre- 
tary of  the  Treasury  is  authorized  and  di- 
rected to  purchase  any  notes  and  other  obli- 
gations of  the  Secretary  issued  under  this 
part  and  for  such  purpose  is  authorized  to 
use  as  a  public  debt  transaction  the  proceeds 
from  the  sale  of  any  securities  issued  under 
chapter  31  of  title  31,  United  States  Code, 
and  the  purposes  for  which  securities  may 
be  issued  under  such  chapter  are  extended  to 
include  any  purchases  of  such  notes  and 
other  obligations.  The  Secretary  of  the 
Treasury  may  at  any  time  sell  any  of  the 
notes  or  other  obligations  acquired  under 
this  part.  All  redemptions,  purchases,  and 
sales  by  the  Secretary  of  the  Treasury  of 
such  notes  or  other  obligations  shall  be 
treated  as  public  debt  transactions  of  the 
United  States. 

"(e)  Use  of  Funds.— Not  less  than  10  per- 
cent of  the  funds  held  by  the  Secretary  under 
subsection  (d)  shall  be  made  available  for 
loans  under  this  part  for  each  fiscal  year. 

"(f)  Appropriation  To  Cover  Notes  and 
Obligations  Not  Covered  by  Loan  Repay- 
ment.—There  are  authorized  to  be  appropri- 
ated to  the  Secretary  such  sums  as  may  be 
necessary,  together  with  principal  and  inter- 
est payments  made  by  postsecondary  educa- 
tional institutions  assisted  with  loans  made 
under  this  part  (or  under  title  IV  of  the 
Housing  Act  of  1950).  for  payment  on  notes 
and  obligations  issued  by  the  Secretary 
under  this  part  or  such  title. 

"general  provisions 

"Sec.  762.  (a)  Budget  and  Accounting.— In 
the  performance  of.  and  with  respect  to,  the 
functions,  powers,  and  duties  under  this 
part,  the  Secretary  notwithstanding  the  pro- 
visions of  any  other  law,  shall— 

"(1)  prepare  annually  and  submit  a 
budget  program  as  provided  for  wholly 
owned  Government  corporations  by  chapter 
91  of  title  31.  United  States  Code:  and 

"(2)  maintain  a  set  of  accounts  which 
shall  be  audited  by  the  Comptroller  General 
in  accordance  with  the  provisions  of  chap- 
ter 35  of  title  31.  United  States  Code,  but 
such  financial  transactions  of  the  Secretary, 
as  the  making  of  loans  and  vouchers  ap- 
proved by  the  Secretary,  in  connection  with 
such  financial  transactions  shall  be  final 
and  conclusive  upon  all  officers  of  the  Gov- 
ernment. 

"(b)  Use  of  Funds.— Funds  made  available 
to  the  Secretary  pursuant  to  the  provisions 
of  this  part  shall  be  deposited  in  a  checking 
account  or  accounts  with  the  Treasurer  of 
the  United  States.  Receipts  and  assets  ob- 
tained or  held  by  the  Secretary  in  connec- 
tion with  the  performance  of  functions 
under  this  part,  and  all  funds  available  for 
carrying  out  the  functions  of  the  Secretary 
under  this  part  (including  appropriations 
therefore,  which  are  hereby  authorized), 
shall  be  available,  in  such  amounts  as  may 
from  year  to  year  be  authorized  by  the  Con- 
gress, for  the  administrative  expenses  of  the 
Secretary  in  connection  with  the  perform- 
ance of  such  functions. 

"(c)  Legal  Powers.— In  the  performance 
of,  and  with  respect  to.  the  functions, 
powers,  and  duties  under  this  part,  the  Sec- 
retary, notwithstanding  the  provisions  of 
any  other  law,  may— 

"(1)  prescribe  such  rules  and  regulations 
as  may  be  necessary  to  carry  out  the  pur- 
poses for  this  part; 


"(2)  sue  and  be  sued; 

"(3)  foreclose  on  any  property  or  com- 
mence any  action  to  protect  or  enforce  any 
right  conferred  upon  him  by  any  law,  con- 
tract, or  other  agreement,  and  bid  for  and 
purchase  at  any  foreclosure  or  any  other 
sale  any  property  in  connection  with  which 
the  Secretary  has  made  a  loan  pursuant  to 
this  part: 

"(4)  in  the  event  of  any  such  acquisition, 
notwithstanding  any  other  provision  of  law 
relating  to  the  acquisition,  handling,  or  dis- 
posal of  real  property  by  the  United  States, 
'complete,  administer,  remodel  and  convert, 
dispose  of,  lease,  and  otherwise  deal  with, 
such  property,  but  any  such  acquisition  of 
real  property  shall  not  deprive  any  State  or 
political  subdivision  thereof  of  its  civil  or 
criminal  jurisdiction  in  and  over  such  prop- 
erty or  impair  the  civil  rights  under  the 
State  or  local  laws  of  the  inhabitants  on 
such  property: 

"(51  sell  or  exchange  at  public  or  private 
sale,  or  lease,  real  or  personal  property,  and 
sell  or  exchange  any  securities  or  obliga- 
tions, upon  such  terms  as  the  Secretary  may 
fix: 

"(6/  obtain  insurance  against  loss  in  con- 
nection with  property  and  other  assets  held; 

"(7)  subject  to  the  specific  limitations  in 
this  part,  consent  to  the  modification,  with 
respect  to  the  rate  of  interest,  time  of  pay- 
ment of  any  installment  of  principal  or  in- 
terest, security,  or  any  other  term  of  any 
contract  or  agreement  to  which  the  Secre- 
tary is  a  party  or  which  has  been  transferred 
to  the  Secretary  pursuant  to  this  part,  grant- 
ing to  a  borrower  of  a  loan  made  before  Oc- 
tober 1,  1986,  the  option  of  repaying  the  loan 
at  a  discount  computed  in  accordance  with 
subsection  (d)  if  the  repayment  is  (A)  made 
from  non-Federal  sources,  (B)  not  derived 
from  proceeds  of  obligations  the  income  of 
which  is  exempt  from  taxation  under  the  In- 
ternal Revenue  Code  of  1954,  and  (C)  made 
on  a  loan  that  has  been  outstanding  for  at 
least  5  years:  and 

"(8)  include  in  any  contract  or  instrument 
made  pursuant  to  this  title  such  other  cov- 
enants, conditions,  or  provisions  as  may  be 
necessary  to  assure  that  the  purposes  of  this 
part  will  be  achieied. 

"(d)  Computation  of  Allowable  Dis- 
counts.—The  Secretary  shall  compute  the 
discount  which  may  be  offered  to  a  borrower 
as  an  inducement  to  early  repayment  under 
subsection  (c)(7)  in  an  amount  determined 
by  the  Secretary  to  be  in  the  best  financial 
interests  of  the  Government,  taking  into  ac- 
count the  yield  on  outstanding  marketable 
obligations  of  the  United  States  having  ma- 
turities comparable  to  the  remaining  term 
of  such  loan. 

"(e)  Nondiscrimination  Between  Borrow- 
ers IN  Offering  Discounted  Prepayment.— 
(1)  If  the  Secretary  offers  a  discount  as  an 
inducement  to  early  repayment  under  sub- 
section (c)(7),  such  offer  shall  be  available 
without  regard  to  whether  the  borrower  is 
delinquent  or  in  default  on  the  loan  on  or 
before  October  1.  1986,  but  the  Secretary 
shall  refuse  to  make  such  offer  to  a  borrower 
that  becomes  delinquent  or  goes  into  default 
after  that  date. 

"(2)  The  discount  offered  shall  apply,  in 
the  case  of  a  borrower  that  complies  with 
paragraph  (1),  to  the  entire  amount  out- 
standing on  the  loan  (including  any  amount 
owed  with  respect  to  payments  that  are 
overdue). 

"(f)  Contracts  for  Supplies  or  Services.— 
Section  3709  of  the  Revised  Statutes  shall 
not  apply  to  any  contract  for  services  or 
supplies  on  account  of  any  property  ac- 
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quired  pursuant  to  this  part  if  the  amount 
of  such  contract  does  not  exceed  SI,  000. 

"<gl  Applicability  of  Government  Corpo- 
ration Control  Act.— The  provisions  of  sec- 
tion 9107(a)  of  title  31,  United  States  Code, 
which  are  applicable  to  corporations  or 
agencies  subject  to  chapter  91  of  such  title, 
shall  also  be  applicable  to  the  activities  of 
the  Secretary  under  this  part 

"(h)  Wage  Rates.— The  Secretary  shall 
take  such  action  as  may  be  necessary  to 
ensure  that  all  laborers  and  mechanics  em- 
ployed by  contractors  or  subcontractors  or 
any  project  assisted  under  this  part,  the  con- 
struction or  rehabilitation  of  which  was 
commenced  after  the  date  of  enactment  of 
the  Housing  Act  of  19S0— 

"ID  shall  be  paid  wages  at  rates  not  less 
than  those  prevailing  on  the  same  type  of 
work  on  similar  construction  in  the  imme- 
diate locality  as  determined  by  the  Secretary 
of  Labor  in  accordance  with  the  Act  of 
March  3,  1931  (Davis-Bacon  Act),  as  amend- 
ed; and 

"(2)  shall  be  employed  not  more  than  40 
hours  in  any  one  week  unless  the  employee 
receives  wages  for  his  employment  in  excess 
of  the  hours  specified  above  at  a  rate  not 
less  than  one  and  one-half  times  the  regular 
rate  at  which  he  is  employed; 
but  the  Secretary  may  waive  the  application 
of  this  subsection  in  cases  or  classes  of  cases 
where  laborers  or  mechanics,  not  otherwise 
employed  at  any  time  in  the  construction  of 
such  project,  voluntarily  donate  their  serv- 
ices without  full  compensation  for  the  pur- 
pose of  lowering  the  costs  of  construction 
and  the  Secretary  determines  that  any 
amounts  saved  thereby  are  fully  credited  to 
the  educational  institution  undertaking  the 
construction. 

"(i)  Limitation.— No  loan  may  be  made 
under  this  part  for  any  facility  on  the 
campus  of  any  undergraduate  postsecond- 
ary  educational  institution  until  10  years 
after  the  date  on  which  a  previous  loan  for 
another  facility  on  such  campus  was  made 
under  this  part. 

"apportionment;  priorities 

"Sec.  763.  (ai  Apportionment.— Not  more 
than  12.5  percent  of  the  amount  of  the  funds 
provided  for  in  this  part  in  the  form  of  loans 
shall  be  made  available  to  educational  insti- 
tutions within  any  one  State. 

"(b)  Priorities.— In  awarding  loans  under 
this  part,  the  Secretary  shall  give  priority— 

"(1)  to  loans  for  renovation  or  reconstruc- 
tion of  undergraduate  academic  facilities: 
and 

"(2)  to  loans  for  renovation  or  reconstruc- 
tion of  older  undergraduate  academic  facili- 
ties and  undergraduate  academic  facilities 
that  have  gone  without  major  renovation  or 
reconstruction  for  an  extended  period. 

"DEFINITIONS 

"Sec.  764.  For  the  purpose  of  this  part 

"(a)  Housing.— The  term  'housing' 
means— 

"(1)  new  or  existing  structures  suitable  for 
dwelling  use,  including  single-room  dormi- 
tories and  apartments;  and 

"(2)  dwelling  facilities  provided  for  reha- 
bilitation, alteration,  conversion,  or  im- 
provement of  existing  structures  which  are 
otherwise  inadequate  for  the  proposed  dwell- 
ing use. 

"(b)  Educational  Institution.— The  term 
'undergraduate  postsecondary  educational 
institution '  means— 

"(1)(A)  any  educational  institution  which 
offers,  or  provides  satisfactory  assurance  to 
the  Secretary  that  it  will  offer  within  a  rea- 
sonable time  after  completion  of  a  facility 
for  which  assistance  is  requested  under  this 


part,  at  least  a  2-year  program  acceptable 
for  full  credit  toward  a  baccalaureate  degree 
(including  any  public  educational  institu- 
tion, or  any  private  educational  institution 
no  part  of  the  net  earnings  of  which  inures 
to  the  benefit  of  any  private  shareholder  or 
individual);  or 

"(B)  any  public  educational  institution 
which— 

"(i)  is  administered  by  a  college  or  univer- 
sity which  is  accredited  by  a  nationally  rec- 
ognized accrediting  agency  or  association: 

"(ii)  offers  technical  or  vocational  instruc- 
tion; and 

"(Hi)  provides  residential  facilities  for 
some  or  all  of  the  students  receiving  such  in- 
struction: 

"(2)  any  hospital  operating  a  school  of 
nursing  beyond  the  level  of  high  school  ap- 
proved by  the  appropriate  State  authority, 
or  any  hospital  approved  for  internships,  by 
recognized  authority,  if  such  hospital  is 
either  a  public  hospital  or  a  private  hospi- 
tal, no  part  of  the  net  earnings  of  which 
inures  to  the  benefit  of  any  private  share- 
holder or  individual: 

"(31  any  corporation  (no  part  of  the  net 
earnings  of  which  inures  to  the  benefit  of 
any  private  shareholder  or  individual)— 

"(A)  established  for  the  sole  purpose  of 
providing  housing  or  other  educational  fa- 
cilities for  students  or  students  and  faculty 
of  one  or  more  institutions  included  in 
paragraph  (1)  without  regard  to  their  mem- 
bership in  or  affiliation  with  any  social,  fra- 
ternal, or  honorary  society  or  organization: 
and 

"(Bi  upon  dissolution  of  which  all  title  to 
any  property  purchased  or  built  from  the 
proceeds  of  any  loan  which  is  made  under 
section  761,  will  pass  to  such  institution  (or 
to  anyone  or  more  of  such  institutions) 
unless  it  is  shown  to  the  satisfaction  of  the 
Secretary  that  such  property  or  the  proceeds 
from  its  sale  will  be  used  for  some  other  non- 
profit educational  purpose: 

"(4)  any  agency,  public  authority,  or  other 
instrumentality  of  any  State,  established  for 
the  purpose  of  providing  or  financing  hous- 
ing or  other  educational  facilities  for  stu- 
dents or  faculty  of  any  educational  institu- 
tion included  in  paragraph  (1),  but  nothing 
in  this  paragraph  shall  require  an  institu- 
tion included  in  paragraph  (1)  to  obtain 
loans  or  grants  through  any  instrumentality 
included  in  this  paragraph;  and 

"(5)  any  nonprofit  student  housing  coop- 
erative corporation  established  for  the  pur- 
pose of  providing  housing  for  students  or 
students  and  faculty  of  any  institution  in- 
cluded in  paragraph  (1). 
In  the  case  of  any  loan  made  under  section 
761  to  a  corporation  described  in  paragraph 
(3)  which  was  not  established  by  the  institu- 
tion or  institutions  for  whose  students  or 
students  and  faculty  it  would  provide  hous- 
ing, or  to  a  student  housing  cooperative  cor- 
poration described  in  paragraph  (5).  and  in 
the  case  of  any  loan  which  is  obtained  from 
other  sources  by  such  a  corporation,  the  Sec- 
retary shall  require  that  the  note  securing 
such  loan  be  cosigned  by  such  institution 
(or  by  any  one  or  more  of  such  institutions). 
Where  the  law  of  any  State  in  effect  on  the 
date  of  enactment  of  the  Housing  Act  of  1964 
prevents  the  institution  or  institutions,  for 
whose  students  or  students  and  faculty 
housing  is  to  be  provided,  from  cosigning 
the  note,  the  Secretary  shall  require  the  cor- 
poration and  the  proposed  project  to  be  ap- 
proved by  such  institution  (or  by  any  one  or 
more  of  such  institutions)  in  lieu  of  such  co- 
signing. 

"(c)  Undergraduate  Academic  Facili- 
ties.—(1)  Except  as  provided  in  paragraph 


(2),  the  term  'undergraduate  academic  fa- 
cilities' means  structures  suitable  for  use  as 
classrooms,  laboratories,  libraries,  and  relat- 
ed facilities,  the  primary  purpose  of  which  is 
the  instruction  of  students  pursuing  a  bac- 
calaureate degree,  or  for  administration  of 
the  educational  programs  serving  such  stu- 
dents, of  an  institution  of  higher  education, 
and  maintenance,  storage,  or  utility  facili- 
ties essential  to  operation  of  the  foregoing 
facilities,  as  well  as  infirmaries  or  other  fa- 
cilities designed  to  provide  primarily  for 
outpatient  care  of  student  and  instructional 
personnel.  Plan^  for  such  facilities  shall  be 
in  compliance  with  such  standards  as  the 
Secretary  may  prescribe  or  approve  in  order 
to  insure  that  projects  assisted  with  the  use 
of  Federal  funds  under  thU  title  shall  be,  to 
the  extent  appropriate  in  view  of  the  uses  to 
be  made  of  the  facilities,  accessible  to  and 
usable  by  handicapped  persons. 

"(2)  The  term  'undergraduate  academic  fa- 
cilities' shall  not  include  (A)  any  facility  in- 
tended primarily  for  events  for  which  ad- 
mission is  to  be  charged  to  the  general 
public,  (B>  any  gymnasium  or  other  facility 
specially  designed  for  athletic  or  recreation- 
al activities,  other  than  for  an  academic 
course  in  physical  education  or  where  the 
Secretary  finds  that  the  physical  integration 
of  such  facilities  with  other  undergraduate 
academic  facilities  included  under  this  part 
is  required  to  carry  out  the  objectives  of  this 
part.  (C)  any  facility  used  or  to  be  used  for 
sectarian  instruction  or  as  a  place  for  reli- 
gious worship,  or  (D)  any  facility  which  (al- 
though not  a  facility  described  in  the  pre- 
ceding clause)  is  used  or  to  be  used  primari- 
ly in  connection  with  any  part  of  the  pro- 
gram of  a  school  or  department  of  divinity. 

"(d)  Development  Cost.— The  term  devel- 
opment cost'  means  costs  of  the  construction 
of  the  housing  or  other  educational  facilities 
and  the  land  on  which  it  is  located,  includ- 
ing necessary  site  improvements  to  permit 
its  use  for  housing  or  other  educational  fa- 
cilities: except  that  in  the  case  of  the  pur- 
chase of  facilities  such  term  means  the  cost 
as  approved  by  the  Secretary. 

"(e)  Faculties.— The  term  'faculties'  means 
member  of  the  faculty  and  their  families. 

"(f)  Other  Educational  Facilities.— T%e 
term  'other  educational  facilities' means  (11 
new  or  existing  structures  suitable  for  use  as 
cafeterias  or  dining  halls,  student  centers  or 
student  unions,  infirmaries  or  other  inpa- 
tient or  outpatient  health  facilities,  or  for 
other  essential  service  facilities,  and  (2) 
structures  suitable  for  the  above  uses  provid- 
ed by  rehabilitation,  alteration,  conversion, 
or  improvement  of  existing  structures  which 
are  otherwise  inadequate  for  such  uses. 

"Part  G— Special  Programs 

"welch  hall 

"Sec.  771.  (a)  Program  Authority.— In 
recognition  of  the  unique  architectural  and 
historic  significance  to  the  education  pro- 
fession of  Welch  Hall  the  Secretary  is  au- 
thorized, tTV  accordance  with  the  provisions 
of  this  section,  to  provide  financial  assist- 
ance to  Eastern  Michigan  University  in  Yp- 
silanti,  Michigan,  for  the  purpose  of  the  ren- 
ovation and  restoration  of  the  physical  fa- 
cilities of  Welch  Hall. 

"(b)  Application.— No  financial  assistance 
may  be  made  available  under  this  section 
except  upon  an  application  at  such  time,  in 
such  manner,  and  containing  or  accompa- 
nied by  such  information,  as  the  Secretary 
may  reasonably  require. 

"(c)  Authorization  of  Appropriations.— 
There  are  authorized  to  be  appropriated 
t2. 000.000  to  carry  out  the  provisions  of  this 
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section.  Funds  appropriated  pursuant  to 
this  section  shall  remain  available  until  ex- 
pended. 

"ACADEMIC  HEALTH  EDUCATION  CE/fTER 
AUTHORIZED 

"Sec.  772.  (a)  Assistance  Authorized.  — The 
Secretary  is  authorized,  in  accordance  with 
the  provisions  of  this  section,  to  provide  fi- 
nancial assistance  to  the  Rochester  Institute 
of  Technology  located  in  Rochester.  New 
York,  to  pay  the  Federal  share  of  the  cost  of 
construction,  and  related  costs  'including 
eQuipmentJ.  for  the  Academic  Health  Educa- 
tion Center  facility  at  the  Rochester  Insti- 
tute of  Technology,  to  6e  used  as  a  national 
model  for  the  integration  of  student  academ- 
ic, counseling,  health,  and  professional  de- 
velopment activities.  The  Center  will  inte- 
grate students  and  programs  developed  for 
the  hearing-impaired. 

"lb)  Terms  and  Conditions.—UJ  No  finan- 
cial assistance  may  be  made  ai^ailable  under 
this  section  except  upon  application  at  such 
time,  in  such  manner,  and  containing  or  ac- 
companied by  such  information  as  the  Sec- 
retary may  reasonably  require. 

"(21  For  the  purpose  of  this  section,  the 
Federal  share  of  the  cost  of  the  Academic 
Health  Education  Center  facility  at  the 
Rochester  Institute  of  Technology  shall  not 
exceed  50  percent 

•<c)  Authorization  of  Appropriations.— 
There  are  authorized  to  be  appropriated 
such  sums,  not  to  exceed  $1,800,000  to  carry 
out  the  provisions  of  this  section.  Funds  ap- 
propriated pursuant  to  this  section  shall 
remain  available  until  expended. 

"ESTEY  HALL 

"Sec.  773.  <al  Program  Authority.— In 
recognition  of  its  historic  and  architectural 
significance  as  the  first  Black  women's  col- 
lege dormitory,  the  Secretary  is  authorized, 
in  accordance  with  the  provisions  of  this 
section,  to  provide  financial  assistance  to 
Shaw  University  of  Raleigh,  North  Carolina, 
for  the  purpose  of  the  renovation  and  resto- 
ration of  the  physical  facilities  of  Estey 
Hall. 

"ibi  Application.— No  financial  assistance 
may  be  made  under  this  section  except  upon 
an  application  at  such  time,  in  such 
manner,  and  containing  or  accompanied  by 
such  information,  as  the  Secretary  may  rea- 
sonably require. 

''cJ  Authorization  of  Appropriations.— 
There  are  authorized  to  be  appropriated 
S550.000  to  carry  out  the  provisions  of  this 
section.  Funds  appropriated  pursuant  to 
this  section  shall  remain  available  until  ex- 
pended. 

"electronic  instructional  network  for 
gifted  and  talented  students 

"Sec.  .774.  (a)  Assistance  Authorized.— In 
recognition  of  the  benefits  to  be  gained  from 
applying  existing  and  emerging  technologies 
to  classroom  instruction,  the  Secretary  is 
authorized,  under  the  provisions  of  this  sec- 
tion, to  provide  financial  assistance  to  a  4- 
year  postsecondary  institution  in  coopera- 
tion with  school  districts,  for  the  purpose  of 
renovating,  constructing,  and  equipping  a 
facility  incorporating  such  technological 
advances  as  two-way  interactive  video  com- 
munications to  extend  an  existing  electronic 
instructional  network  for  providing  college 
and  advanced  level  courses  to  talented  and 
gifted  secondary  school  students. 

"lb/  Application.— No  financial  assistance 
may  be  made  available  under  this  section 
except  upon  an  application  at  such  time,  in 
such  manner,  and  containing  or  accompa- 
nied by  such  information,  as  the  Secretary 
may  reasonably  require. 


"let  Authorization  of  Appropriation.^.— 
There  are  authorized  to  be  appropriated 
$2,000,000  to  carry  out  the  provisions  of  this 
section.  Funds  appropriated  pursuant  to 
this  section  shall  remain  available  until  ex- 
pended. 

"MARY  M'LEOD  BETHUNE  MEMORIAL  FINE  ARTS 
CENTER 

"Sec.  775.  la)  General  AirmoRiTY.-In  rec- 
ognition of  the  remarkable  career  of  Mary 
McLeod  Bethune.  founder  and  president  of 
Bethune-Cookman  College,  founder  and  first 
president  of  the  National  Council  of  Negro 
Women,  and  confidant  and  advisor  to  Presi- 
dents of  the  United  States,  and  in  order  to 
enhance  the  ability  of  Bethune-Cookman 
College  to  carry  on  the  unique  quality  of 
service  to  the  community  and  to  the  Nation 
that  characterizes  the  life  of  Mary  McLeod 
Bethune.  the  Secretary  shall,  in  accordance 
with  the  provisions  of  this  section,  provide 
financial  assistance  to  the  Bethune-Cook- 
man College  in  Volusia  County.  Florida,  to 
enable  the  Bethune-Cookman  College  to  es- 
tablish the  Mary  McLeod  Bethune  Memorial 
Fine  Arts  Center. 

"lb)  Application.— No  financial  assistance 
may  be  made  under  this  section  except  upon 
an  application  at  such  time,  in  such 
manner,  and  containing  or  accompanied  by 
such  information  as  the  Secretary  may  rea- 
sonably require. 

"Id  UsE.s.— The  financial  assistance  made 
available  pursuant  to  this  section  shall  be 
used  for  the  construction  of  the  Mary 
McLeod  Bethune  Memorial  Fine  Arts  Center 
building,  the  acquisition  of  necessary  equip- 
ment, and  the  acquisition  of  necessary  real 
property  for  the  establishment  of  the  Center. 

"Id)  Authorization  of  Appropriations.— 
There  are  authorized  to  be  appropriated 
such  sums,  not  to  exceed  $6,200,000.  as  may 
be  necessary  to  carry  out  the  provisions  of 
this  section.  Funds  appropriated  pursuant 
to  this  section  shall  remain  available  until 
expended. 

"VmVERSITY  OF  CONNECTICUT  BEHA  VIORAL 
SCIENCE  FACILITY 

"Sec  776.  lai  General  Authority.— The 
Secretary  is  authorized  to  provide  financial 
assistance,  in  accordance  with  the  provi- 
sions of  this  section,  to  pay  the  costs  of  the 
Behavioral  Science  Facility  at  the  Universi- 
ty of  Connecticut,  located  at  Storrs,  Con- 
necticut, to  enable  the  University  of  Con- 
necticut to  expand  collaborative  research 
for  the  benefit  of  the  region. 

"lb)  Application.— No  financial  assistance 
may  be  made  under  this  section  except  upon 
an  application  at  such  time,  in  such 
manner,  and  containing  or  accompanied  by 
such  information,  as  the  Secretary  may  rea- 
sonably require. 

"Id  Authorization  of  Appropriations.— 
There  are  authorized  to  be  appropriated 
such  sums,  not  to  exceed  $1,300,000.  as  may 
be  necessary  to  carry  out  the  provisions  of 
this  section.  Funds  appropriated  pursuant 
to  this  section  shall  remain  available  until 
expended. 

"university  of  RHODE  ISLAND  BUSINESS 
ADMINISTRATION  PROGRAM 

"Sec.  777.  la)  General  Authority.— The 
Secretary  is  authorized  to  provide  financial 
assistance,  in  accordance  with  the  provi- 
sions of  this  section,  to  pay  the  costs  estab- 
lishing a  business  administration  program 
leading  to  a  doctorate  degree  at  the  Univer- 
sity of  Rhode  Island  located  at  Kingston. 
Rhode  Island,  in  order  to  enhance  economic 
development  of  the  southeastern  New  Eng- 
land region. 

"lb)  Application.— No  financial  assistance 
may  tie  made  under  this  section  except  upon 


an  application  at  such  time,  in  such 
manner,  and  containing  or  accompanied  by 
such  information,  as  the  Secretary  may  rea- 
sonably require. 

"Id  Authorization  of  Appropriations.— 
There  are  authorized  to  be  appropriated 
such  sums,  not  to  exceed  $300,000,  as  may  be 
necessary  to  carry  out  the  provisions  of  this 
section.  Funds  appropriated  pursuant  to 
this  section  shall  remain  available  until  ex- 
pended. 

"Part  H— General 

"RECOVER  Y  of  pa  YMENTS 

"Sec.  781.  la)  Public  Benefit.— The  Con- 
gress declares  that,  if  a  facility  constructed 
with  the  aid  of  a  grant  under  part  A  or  B  of 
this  title  is  used  as  an  academic  facility  for 
20  years  following  completion  of  such  con- 
struction, the  public  benefit  accruing  to  the 
United  States  will  equal  in  value  the 
amount  of  the  grant.  The  period  of  20  years 
after  completion  of  such  construction  shall 
therefore  be  deemed  to  be  the  period  of  Fed- 
eral interest  in  such  facility  for  the  purposes 
of  this  title. 

"lb)  Recovery  Upon  Cessation  of  Public 
Benefit.— If.  within  20  years  after  comple- 
tion of  construction  of  an  academic  facility 
which  has  been  constructed,  in  part  with  a 
grant  under  part  A  or  B  of  this  title— 

"ID  the  applicant  lor  its  successor  in  title 
or  possession)  ceases  or  fails  to  be  a  public 
or  nonprofit  institution,  or 

"12)  the  facility  ceases  to  be  used  as  an 
academic  facility,  or  the  facility  is  used  as  a 
facility  excluded  from  the  term  'academic 
facility',  unless  the  Secretary  determines 
that  there  is  good  cause  for  releasing  the  in- 
stitution from  its  obligation. 

the  United  States  shall  be  entitled  to  recover 
from  such  applicant  lor  successor)  an 
amount  which  bears  to  the  value  of  the  facil- 
ity at  that  time  lor  so  much  thereof  as  con- 
stituted an  approved  project  or  projects)  the 
same  ratio  as  the  amount  of  Federal  grant 
bore  to  the  cost  of  the  facility  financed  with 
the  aid  of  such  grant.  The  value  shall  be  de- 
termined by  agreement  of  the  parties  or  by 
action  brought  in  the  United  States  district 
court  for  the  district  in  which  such  facility 
is  situated. 

"ic)  Prohibition  on  Use  for  Religion.— 
Notwithstanding  the  provisi07is  of  subsec- 
tions la)  and  lb),  no  project  assisted  with 
funds  under  this  title  shall  ever  be  used  for 
religious  worship  or  a  sectarian  activity  or 
for  a  school  or  department  of  divinity. 

"DEFINITIONS 

"Sec.  782.  The  following  definitions  apply 
to  terms  used  in  this  title: 

"IVIA)  Except  as  provided  in  subpara- 
graph IB),  the  term  'academic  facilities' 
means  structures  suitable  for  use  as  class- 
rooms, laboratories,  libraries,  and  related  fa- 
cilities necessary  or  appropriate  for  instruc- 
tion of  students,  or  for  research,  or  for  ad- 
ministration of  the  educational  or  research 
programs,  of  an  institution  of  higher  educa- 
tion, and  maintenance,  storage,  or  utility 
facilities  essential  to  operation  of  the  forego- 
ing facilities.  For  the  purpose  of  part  A  or  C, 
such  term  includes  infirmaries  or  other  fa- 
cilities designed  to  provide  primarily  for 
outpatient  care  of  student  and  instructional 
personnel.  Plans  for  such  facilities  shall  be 
in  compliance  with  such  standards  as  the 
Secretary  may  prescrit>e  or  approve  in  order 
to  ensure  that  projects  assisted  with  the  use 
of  Federal  funds  under  this  title  shall  be,  to 
the  extent  appropriate  in  view  of  the  uses  to 
be  made  of  the  facilities,  accessible  to  and 
usable  by  handicapped  persons. 
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"(B)  The  term  academic  facilities'  shall 
not  include  (i)  any  facility  intended  primar- 
ily for  events  for  which  admission  is  to  be 
charged  to  the  general  public,  or  (iH  any 
gymnasium  or  other  facility  specially  de- 
signed for  athletic  or  recreational  activities, 
other  than  for  an  academic  course  in  physi- 
cal education  or  where  the  Secretary  finds 
that  the  physical  integration  of  such  facili- 
ties with  other  academic  facilities  included 
under  this  title  is  required  to  carry  out  the 
objectives  of  this  title,  or  (Hi)  any  facility 
used  or  to  be  used  for  sectarian  instruction 
or  as  a  place  for  religious  worship,  or  liv) 
any  facility  which  (although  not  a  facility 
described  in  the  preceding  clause)  is  used  or 
to  be  used  primarily  in  connection  with  any 
part  of  the  program  of  a  school  or  depart- 
ment of  divinity,  or  (v)  any  facility  used  or 
to  be  used  by  a  school  of  medicine,  school  of 
dentistry,  school  of  osteopathy,  school  of 
pharmacy,  school  of  optometry,  school  of  po- 
diatry, or  school  of  public  health  as  these 
terms  are  defined  in  section  724  of  the 
Public  Health  Service  Act,  or  a  school  of 
nursing  as  defined  in  section  843  of  that  Act, 
except  that  the  term  'academic  facilities' 
may  include  any  facility  described  in  clause 
Iv)  to  the  degree  that  such  facility  is  owned, 
operated,  and  maintained  by  the  institution 
of  higher  education  requesting  the  approval 
of  a  project:  and  that  funds  available  for 
such  facility  under  such  project  shall  be  used 
solely  for  the  purpose  of  conversion  or  mod- 
ernisation of  energy  utilization  techniques 
to  economize  on  the  use  of  energy  resources: 
and  that  such  project  is  not  limited  to  facili- 
ties described  in  clause  (v). 

"(2HA)  The  term  construction'  means  d) 
erection  of  new  or  expansion  of  existing 
structures,  and  the  acquisition  and  installa- 
tion of  initial  equipment  therefor:  or  <ii)  ac- 
quisition of  existing  structures  not  owned 
by  the  institution  involved;  or  Hii)  a  combi- 
nation of  either  of  the  foregoing.  For  the 
purpose  of  the  preceding  sentence,  the  term 
'equipment'  includes,  in  addition  to  ma- 
chinery, utilities,  and  built-in  equipment 
and  any  necessary  enclosures  or  structures 
to  house  them,  all  other  items  necessary  for 
the  functioning  of  a  particular  facility  as 
an  academic  facility,  including  necessary 
furniture,  but  not  including  books,  curricu- 
lar.  and  program  materials,  and  items  of 
current  and  operating  expense  such  as  fuel, 
supplies,  and  the  like:  the  term  'initial 
equipment'  means  equipment  acquired  and 
installed  in  connection  with  construction: 
and  the  terms  'equipment',  'initial  equip- 
ment', and  'built-in  equipment',  shall  tie 
more  particularly  defined  by  the  Secretary 
by  regulation. 

"(B)  The  term  'reconstruction  or  renova- 
tion' means  rehabilitation,  alteration,  con- 
version, or  improvement  (including  the  ac- 
quisition and  installation  of  initial  equip- 
ment, or  modernization  or  replacement  of 
such  equipment)  of  existing  structures.  For 
the  purpose  of  the  preceding  sentence,  the 
term  'equipment'  includes,  in  addition  to 
machinery,  utilities,  and  built-in  equipment 
and  any  necessary  enclosures  or  structures 
to  house  them,  all  other  items  necessary  for 
the  functioning  of  a  particular  facility  as 
an  academic  facility,  including  necessary 
furniture,  but  not  including  books,  curricu- 
lar,  and  program  materials,  and  items  of 
current  and  operating  expense  such  as  fuel, 
supplies,  and  the  like:  the  term  'initial 
equipment'  means  equipment  acquired  and 
installed  either  in  connection  with  construc- 
tion as  defined  in  paragraph  (2)(A),  or  as 
part  of  the  rehabilitation,  alteration,  con- 
version,   or    improvement    of   an    existing 
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structure,  which  structure  would  otherwise 
not  be  adequate  for  use  as  an  academic  fa- 
cility: the  terms  'equipment',  'initial  equip- 
ment', and  'built-in  equipment'  shall  be 
more  particularly  defined  by  the  Secretary 
by  regulation;  and  the  term  rehabilitation, 
alteration,  conversion,  or  improvement'  in- 
cludes such  action  as  may  be  necessary  to 
provide  for  the  architectural  needs  of,  or  to 
remove  architectural  barriers  to,  handi- 
capped persons  with  a  view  toward  increas- 
ing the  accessibility  to,  and  use  of,  academic 
facilities  by  such  persons. 

"(3)(A)  The  term  development  cost',  with 
respect  to  an  academic  facility,  means  the 
amount  found  by  the  Secretary  to  be  the 
cost,  to  the  applicant  for  a  grant  or  loan 
under  this  title,  of  the  construction,  recon- 
struction, or  renovation  involved  and  the 
cost  of  necessary  acquisition  of  the  land  on 
which  the  facility  is  located  and  of  neces- 
sary site  improvements  to  permit  its  use  for 
such  facility.  There  shall  be  excluded  from 
the  development  cost— 

"(i)  in  determining  the  amount  of  any 
grant  under  part  A  or  B.  an  amount  equal  to 
the  sum  of  (I)  any  Federal  grant  which  the 
institution  has  obtained  or  is  assured  of  ob- 
taining, under  any  law  other  than  this  title, 
with  respect  to  the  construction.,  reconstruc- 
tion, or  renovation  that  is  to  be  financed 
with  the  aid  of  a  grant  under  part  A  or  B. 
and  (II)  the  amount  of  any  non-Federal 
funds  required  to  be  expended  as  a  condi- 
tion of  such  other  Federal  grant:  and 

"(ii)  in  determining  the  amount  of  any 
loan  under  part  C.  an  amount  equal  to  the 
amount  of  any  Federal  financial  assistance 
which  the  institution  has  obtained,  or  is  as- 
sured of  obtaining,  under  any  law  other 
than  this  title,  with  respect  to  the  construc- 
tion, reconstruction,  or  renovation  that  is  to 
be  .financed  with  the  aid  of  a  loan  under 
part  C. 

"(B)  In  determining  the  development  cost 
with  respect  to  an  academic  facility,  the 
Secretary  may  include  expenditures  for 
works  of  art  for  the  facility  not  to  exceed  1 
percent  of  the  total  cost  (including  such  ex- 
penditures) to  the  applicant  of  construction, 
reconstruction,  or  renovation  of,  and  land 
acquisition  and  site  improvements  for,  such 
facility. 

"(4)  The  term  'maintenance',  with  respect 
to  instructional  and  research  equipment  ob- 
tained with  funding  under  this  title,  shall 
jTiean  the  care  necessary  to  the  optimal  func- 
tioning of  such  equipment.  With  respect  to 
the  equipment  and  structural  changes  relat- 
ed to  obtaining  and  sustaining  the  neces- 
sary eninronment  (ventilation,  etc.)  for 
proper  functioning  of  instructional  and  re- 
search equipment,  'maintenance'  shall  mean 
that  portion  of  care  above  and  beyond 
normal  overhead  costs. 

"(5)  The  term  Federal  share'  means  in  the 
case  of  any  project  a  percentage  (as  deter- 
mined under  the  applicable  State  plan)  not 
in  excess  of  50  percent  of  its  development 
cost. 

"(6)  The  term  'higher  education  building 
agency'  means  (A)  an  agency,  public  author- 
ity, or  other  instrumentality  of  a  State  au- 
thorized to  provide,  or  finance  the  construc- 
tion, reconstruction,  or  renovation  of,  aca- 
demic facilities  for  institutions  of  higher 
education  (whether  or  not  also  authorized  to 
provide  or  finance  other  facilities  for  such 
or  other  educational  institutions,  or  for 
their  students  or  faculty),  or  (B)  any  corpo- 
ration (no  part  of  the  net  earnings  of  which 
inures  or  may  lawfully  inure  to  the  benefit 
of  any  private  shareholder  or  individual  (i) 
established  by  an  iTistitution  of  higher  edu- 


cation for  the  sole  purpose  of  providing  aca- 
demic facilities  for  the  use  of  such  institu- 
tion, and  (ii)  upon  dissolution  of  which,  all 
title  to  any  property  purchased  or  built  from 
the  proceeds  of  any  loan  made  under  part  C 
will  pass  to  such  institution),  or  (C)  an  in- 
stitution of  postsecondary  education. 

"(7)  The  term  'public  community  college 
and  public  technical  institute'  means  an  in- 
stitution of  higher  education  which  is  under 
public  supervision  and  control,  and  is  orga- 
nized and  administered  principally  to  pro- 
vide a  2-year  program  which  is  acceptable 
for  full  credit  toward  a  bachelor's  degree,  or 
a  2-year  program  in  engineering,  mathemat- 
ics, or  the  physical  or  biological  sciences 
which  is  designed  to  prepare  the  student  to 
work  as  a  technician  and  at  a  semiprofes- 
sional  level  in  engineering,  scientific,  or 
other  technological  fields  which  require  the 
understanding  and  application  of  basic  en- 
gineering, scientific,  or  mathematical  prin- 
ciples or  knowledge;  and  the  term  includes  a 
branch  of  an  institution  of  higher  education 
offering  4  or  more  years  of  higher  education 
which  is  located  in  a  community  different 
from  that  in  which  its  parent  institution  is 
located. 

"(8)  The  term  public  educational  institu- 
tion '  does  not  include  a  school  or  institution 
of  any  agency  of  the  United  States. 

"(9)  The  term  'State'  includes  in  addition 
to  the  several  States  of  the  Union,  the  Com- 
monwealth of  Puerto  Rico,  the  Distnct  of 
Columbia,  Guam,  American  Samoa,  the 
Virgin  Islands,  and  the  Trust  Territory  of 
the  Pacific  Islands. 

"SALES  OF  OBLIGATIONS  REQUIRED 

"Sec.  783.  The  Secretary  shall  sell,  at 
public  or  private  sale,  obligations  held 
under  parts  C  and  E  of  this  title  upon  such 
terms  as  the  Secretary  may  fix  and  in  such 
amounts  as  the  Secretary  determines  will 
carry  out  the  directions  in  the  concurrent 
resolution  on  the  budget  for  the  fiscal  year 
1987  (S.  Con.  Res.  120.  99th  Congress,  agreed 
to  June  27.  1986).  but  the  Secretary  shall  not 
sell  obligations  having  a  market  value  of 
more  than  S579.000.000  in  fiscal  year  1987 
and  more  than  $314,000,000  in  fiscal  year 
1988. ". 
.sA.f .  702.  vosroKMisa  fHin/sioy 

Title  IV  of  the  Housing  Act  of  1950  v  re- 
pealed. 

TITLE  VIII-COOPERATIVE  EDUCATION 

Sf;(.  Ml.  (OOHKRATIVE  EDUATIOS  REAlTHdRIZEO. 

Title  VIII  of  the  Act  is  amended  to  read  as 
follows: 

"TITLE  VIII-COOPERATIVE 
EDUCATION 

"APPROI'RIAIIONS  authorized:  RESERVATIONS 

"Sec.  801.  (a)  Appropriations  Author- 
ized.—There  are  authorized  to  be  appropri- 
ated to  carry  out  this  title  SI  7.000.000  for 
fiscal  year  1987,  and  such  sums  as  may  6e 
necessary  for  each  of  the  4  succeeding  fiscal 
years. 

"(b)  Reservations.— Of  the  amounts  ap- 
propriated in  each  fiscal  year— 

"(1)  not  less  than  75  percent  shall  be  avail- 
able for  carrying  out  grants  to  institutioTis 
of  higher  education  and  combinations  of 
such  iTistitutions  for  cooperative  education 
under  section  802: 

"(2)  not  to  exceed  12'/,  percent  shall  be 
available  for  demonstration  projects  under 
paragraph  (1)  of  section  803(a); 

"(3)  not  to  exceed  10  percent  shall  be  avail- 
able for  training  and  resource  centers  under 
paragraph  (2)  of  section  803(a);  and 
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"(4)  not  to  exceed  2'/,  percent  shall  be 
available  for  research  under  paragraph  13) 
of  section  803  (a J. 

"(c)  Availability  of  Appropriations.— Ap- 
propriations under  this  title  shall  not  be 
available  for  the  payment  of  compensation 
of  students  for  employment  by  employers 
under  arrangements  pursuant  to  this  title. 

"GRANTS  FOR  COOPERATIVE  EDUCATION 
PROGRAMS 

"Sec.  802.  la)  Grants  Authorized:  Maxi- 
mum Amount  of  Grant.— tl)  The  Secretary  is 
authori2ed,  from  the  amount  available 
under  section  801(b)<l)  in  each  fiscal  year 
and  in  accordance  with  the  provisions  of 
this  title,  to  make  grants  to  institutions  of 
higher  education,  or  to  combinations  of 
such  institutions,  to  pay  the  Federal  share  of 
the  cost  of  planning,  establishing,  expand- 
ing, or  carrying  out  programs  of  cooperative 
education  by  such  institutions  or  combina- 
tions of  iTistitutions. 

"(2)IA)  Cooperative  education  programs 
assisted  under  this  section  shall  provide  al- 
ternating or  parallel  periods  of  academic 
study  and  of  public  or  private  employment, 
giving  work  experience  related  to  their  aca- 
demic or  occupational  objectives  and  the  op- 
portunity to  earn  the  funds  necessary  for 
continuing  and  completing  their  education. 

"(B)  The  amount  of  each  grant  shall  not 
exceed  S500.000  to  any  institution  of  higher 
education  or  combination  of  such  institu- 
tions in  any  fiscal  year. 

"(b)  Applications.- Each  institution  of 
higher  education,  or  combination  of  institu- 
tions desiring  to  receive  a  grant  under  this 
title  shall  submit  an  application  to  the  Sec- 
retary at  such  time  and  in  such  manner  as 
the  Secretary  shall  prescribe.  Each  such  ap- 
plication shall— 

"(1)  set  forth  the  program  or  activities  for 
which  a  grant  is  authorized  under  this  sec- 
tion: 

"(2)  specify  each  portion  of  such  program 
or  activities  which  will  be  performed  by  a 
nonprofit  organisation  or  institution  other 
than  the  applicant  and  the  compensation  to 
be  paid  for  such  performance: 

"(3)  provide  that  the  applicant  will 
expend  during  such  fiscal  year  for  the  pur- 
pose of  such  program  or  activities  not  less 
than  the  amount  expended  for  such  purpose 
during  the  previous  fiscal  year: 

"(4)  describe  the  plans  which  the  appli- 
cant will  carry  out  to  assure  that  the  appli- 
cant will  continue  the  cooperative  educa- 
tion program  beyond  the  5-year  period  of 
Federal  assistance  described  in  subsection 
(c)(1): 

"(5)  provide  that,  in  the  case  of  an  institu- 
tion of  higher  education  that  provides  a  2- 
year  program  which  is  acceptable  for  full 
credit  toward  a  bachelor's  degree,  the  coop- 
erative education  program  will  be  ai^ailable 
to  students  who  are  certificate  candidates 
and  who  carry  at  least  one-half  the  normal 
full  time  academic  workload: 

"(6)  provide  that  the  applicant  will— 

"(A)  make  such  reports  as  may  be  essential 
to  insure  that  the  applicant  is  complying 
tDith  the  provisions  of  this  section,  includ- 
ing in  the  reports  for  the  second  and  each 
succeeding  fiscal  year  for  which  the  appli- 
cant receives  a  grant  data  with  respect  to 
the  impact  of  the  cooperative  education  pro- 
gram in  the  previous  fiscal  year,  including— 

"li>  the  number  of  students  enrolled  in  the 
cooperative  education  program, 

"(ii)  the  number  of  employers  involved  in 
the  program, 

"(iiiJ  the  income  of  the  students  enrolled. 
and 

"(iv)  the  increase  or  decrease  of  enroll- 
ment in  the  program  in  the  second  previous 


year  compared  to  such  previous  fiscal  year: 
and 

"(B)  keep  such  records  as  are  essential  to 
insure  that  the  applicant  is  complying  with 
the  provisions  of  this  title: 

"(7)  provide  for  such  fiscal  control  and 
fund  accounting  procedures  as  may  be  nec- 
essary to  assure  proper  disbursement  of,  and 
accounting  for.  Federal  funds  paid  to  the 
applicant  under  this  title:  and 

"(8)  include  such  other  information  as  is 
essential  to  carry  out  the  provisions  of  this 
title. 

"(c)  Duration  of  Grants:  Federal 
Share.— (1)(A)  Except  as  provided  in  para- 
graph (3).  no  individual  unit  of  an  institu- 
tion of  higher  education  may  receive,  indi- 
vidually or  as  a  participant  in  a  combina- 
tion of  such  institutions,  grants  under  this 
section  for  more  than  5  fiscal  years. 

"(B)  The  limitation  contained  in  subpara- 
graph (A)  shall  apply  to  each  institution  of 
higher  education  or  participant  in  a  combi- 
nation of  such  institutions  whether  the 
grant  was  received  before  or  after  the  date  of 
enactment  of  the  Higher  Education  Amend- 
ments of  1986. 

"(2)  The  Federal  share  of  a  grant  under 
this  section  may  not  exceed— 

"(A)  90  percent  of  the  cost  of  carrying  out 
the  application  in  the  first  year  the  appli- 
cant receives  a  grant  under  this  section: 

"(B)  80  percent  of  such  cost  in  the  second 
such  year: 

"(C)  70  percent  of  such  cost  in  the  third 
such  year: 

"(D)  60  percent  of  such  cost  in  the  fourth 
such  year:  and 

"(E)  30  percent  of  such  cost  in  the  fifth 
such  year. 

"(3)  Any  institution  of  higher  education, 
or  participant  in  a  combination  of  such  in- 
stitutions which— 

"(A)  has  received  a  grant  for  5  fiscal  years 
under  this  section: 

"(B>  has  conducted  without  Federal  assist- 
ance a  cooperative  education  program  for  at 
least  2  academic  years  subsequent  to  the  end 
of  the  fifth  such  fiscal  year: 

"(C)  has  expended  for  the  cooperative  edu- 
cation program  for  each  such  subsequent 
academic  year  an  amount  at  least  equal  to 
the  total  cost  of  the  program  in  the  fifth 
fiscal  year  in  which  the  institution,  or  par- 
ticipant, received  assistance  under  this  sec- 
tion: and 

"(D)  provides  statistics  in  the  application 
required  under  subsection  (b)  on  the  number 
of  students  enrolled  in  the  cooperative  edu- 
cation program,  the  number  of  institutional 
personnel,  including  faculty  advisers  and 
cooperative  education  coordinators,  and  the 
incoTne  of  the  students  enrolled,  for  each 
such  year: 

may  apply  under  subsection  (b)  as  an  insti- 
tution, or  participant,  to  which  subpara- 
graph (A)  of  paragraph  (2)  applies. 

"(4)  Any  provision  of  law  to  the  contrary 
notwithstanding,  the  Secretary  shall  not 
waive  the  provisions  of  this  subsection. 

"(d)  Factors  for  Special  Consideration 
OF  Applications.— (1)  In  approving  applica- 
tions under  this  section,  the  Secretary  shall 
give  special  consideration  to  applications 
from  institutions  of  higher  education  for 
programs  which  show  the  greatest  promise 
of  success  because  of— 

"(A)  the  extent  to  which  programs  in  the 
academic  discipline  with  respect  to  which 
the  application  is  made  have  had  a  favor- 
able reception  by  public  and  private  sector 
employers, 

"(B)  the  commitment  of  the  institution  of 
higher  education  to  cooperative  education 


has  demonstrated  by  the  plans  which  such 
institution  has  made  to  continue  the  pro- 
gram after  the  termination  of  Federal  finan- 
cial assistance, 

"(C)  the  extent  to  which  the  institution  is 
committed  to  extending  cooperative  educa- 
tion on  an  institution-wide  basis  for  all  stu- 
dents who  can  benefit,  and 

"(D)  such  other  factors  as  are  consistent 
with  the  purposes  of  this  section. 

"(2)  The  Secretary  shall  also  give  special 
consideration  to  applications  from  institu- 
tions of  higher  education  or  combinations 
thereof  which  demonstrate  a  commitment  to 
serving  special  populations  such  as  women, 
the  handicapped  and  Black,'  Mexican  Ameri- 
can, Puerto  Rican,  Cuban,  other  Hispanic, 
American  Indian,  Alaska  Native,  Aleut, 
Native  Hawaiian,  American  Samoan,  Mi- 
cronesian,  Guamian  (Chamorro),  and 
Northern  Marianian  students. 
"demonstration  and  innovation  projects; 
training  and  resource  centers;  and  re- 
SEARCH 

"Sec.  803.  (a)  Authorization.— The  Secre- 
tary is  authorized,  in  accordance  with  the 
provisions  of  this  section,  to  make  grants 
and  enter  into  contracts  for— 

"(1)  the  conduct  of  demonstration  projects 
designed  to  demonstrate  or  determine  the 
feasibility  or  value  of  innovative  methods  of 
cooperative  education  from  the  amounts 
available  in  each  fiscal  year  under  sectton 
801(b)(2): 

"(2)  the  conduct  of  training  and  resource 
centers  designed  to— 

"(A)  train  personnel  in  the  field  of  cooper- 
ative education; 

"(B)  improve  materials  used  in  coopera- 
tive education  programs; 

"(C)  furnish  technical  assistance  to  insti- 
tutions of  higher  education  to  increase  the 
potential  of  the  institution  to  continue  to 
conduct  a  cooperative  education  program 
without  Federal  assistance; 

"(D)  encourage  model  cooperative  educa- 
tion programs  which  furnish  education  and 
training  in  occupations  in  which  there  is  a 
national  need:  and 

"(E)  support  partnerships  under  which  an 
institution  carrying  out  a  comprehensive 
cooperative  education  program  joins  with 
another  institution  of  higher  education  in 
order  to  (i)  assist  the  institution  other  than 
the  comprehensive  cooperative  education 
institution  to  develop  and  expand  an  exist- 
ing program  of  cooperative  education,  or 
(ii)  establish  and  improve  or  expand  com- 
prehensive cooperative  education  programs, 
from  the  amounts  available  in  each  fiscal 
year  under  section  801(b)(3);  and 

"(3)  the  conduct  of  research  relating  to  co- 
operative education,  from  the  amounts 
available  in  each  fiscal  year  under  section 
801(b)(4). 

"(b)  Administrative  Provision.— To  carry 
out  this  section,  the  Secretary  may— 

"(1)  make  grants  to  or  contracts  with  in- 
stitutions of  higher  education,  or  combina- 
tions of  such  institutions,  and 

"(2)  make  grants  to  or  contracts  with 
other  public  or  private  nonprofit  agencies  or 
organizations,  whenever  such  grants  or  con- 
tracts will  make  an  especially  significant 
contribution  to  attaining  the  objectives  of 
this  section. 

"(c)  Supplement  Not  Supplant.— A  recipi- 
ent of  a  grant  or  contract  under  this  section 
may  use  the  funds  provided  only  so  as  to 
supplement  and,  to  the  extent  possible,  in- 
crease the  level  of  funds  that  would,  in  the 
absence  of  such  funds,  be  made  available 
from  non-Federal  sources  to  carry  out  the 
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activities  supported  by  such  grant  or  con- 
tract, and  in  no  case  to  supplant  such  funds 
from  non-Federal  sources. ". 

TITLE  IX-GRADVATE  EDUCATION 
SICC.  901.  REVLSim  Of  TITI.K  IX. 

(a)  Amendment.— Title  IX  of  the  Act  is 

amended  to  read  as  follows: 

•TITLE  IX-GRADUATE  PROGRAMS 

"Part  A— Grants  to  iNSTrrvr/ONS  To  En- 
courage Minority  Participation  in  Grad- 
uate Education 

"program  authorized 
"Sec.  901.  The  Secretary  shall  make  grants 
to  institutions  of  higher  education  to  enable 
suc/i  institutions  to  identify  talented  under- 
graduate low-income  students  who  demon- 
strate financial  need  and  are  from  minority 
groups  underrepresented  in  graduate  educa- 
tion, and  provide  such  students  with  an  op- 
portunity to  participate  in  a  program  of  re- 
search and  scholarly  activities  at  such  insti- 
tution designed  to  provide  such  students 
with  effective  preparation  for  graduate 
study  in  such  field  or  related  fields. 

"SUBMISSION  AND  CONTENTS  OF  APPLICATIONS 

"Sec.  902.  la)  Required  Information.— 
Each  institution  of  higher  education  shall 
submit  an  application  under  this  part  to  the 
Secretary  in  such  form  and  containing  such 
information  as  the  Secretary  may  by  regula- 
tion prescribe.  Each  such  application  shall 
provide  information  regarding— 

"111  the  program  of  study,  to  take  the  form 
of  summer  research  internships,  seminars, 
and  other  educational  experiences; 

"12 J  the  institution's  plan  for  identifying 
and  recruiting  talented  minority  undergrad- 
uates: 

"131  the  participation  of  faculty  in  the 
program  and  a  detailed  description  of  the 
research  in  which  students  will  be  involved: 

"141  a  plan  for  the  evaluation  of  the  effec- 
tiveness of  the  program:  and 

"I5J  such  other  assurances  and  informa- 
tion as  the  Secretary  may  require  by  regula- 
tion. 

"lb)  Selection  Requirements.— In  making 
awards  to  institutions— 

"ID  the  Secretary  shall  consider  the  qual- 
ity of  the  research  in  which  students  will  be 
involved  as  well  as  the  recruitment  program 
and  program  of  study:  and 

"12)  the  Secretary  shall  ensure  an  equita- 
ble geographic  distribution  among  public 
and  private  institutions  of  higher  educa- 
tion. 

"USE  OF  FUNDS 

"Sec.    903.   Awards   made  to   institutions 
under  this  part  shall  be  used  exclusively  to 
provide  direct  fellowship  aid  which  may  in- 
clude need-based  stipends,  room  and  board 
costs,  transportation  costs,  and  tuition  for 
courses  for  which  credit  is  given  by  the  in- 
stitution as  approved  by  the  Secretary. 
"Part  B— Patricia  Roberts  Harris 
Fellowships 
"statement  of  purpose;  designation  of 

AWARDS 

"Sec.  921.  la/  Purpose.— It  is  the  purpose 
of  this  part  to  provide,  through  institutions 
of  higher  education,  a  program  of  grants  to 
assist  in  making  available  the  benefits  of  a 
post-baccalaureate  education  to  graduate 
and  professional  students  who  demonstrate 
financial  need, 

"lb)  Designation.— Each  recipient  of  such 
an  award  under  this  part  shall  be  known  as 
a  'Patricia  Roberts  Harris  Fellow'. 
"program  a  uthorized 

"Sec.  922.  la)  Grants  by  Secretary.— The 
Secretary  shall  make  grants  to  institutions 
of  higher  editcation  to  enable  such  institu- 
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tions  to  make  grants  in  accordance  with  the 
provisions  of  this  part. 

"lb)  Distribution  and  Amounts  of 
Grants.— 11)  In  making  such  grants  the  Sec- 
retary shall,  to  the  maximum  extent  feasible, 
ensure  an  equitable  geographic  distribution 
of  awards  and  an  equitable  distribution 
among  eligible  public  and  independent  in- 
stitutions of  higher  education. 

"12)  Whenever  the  Secretary  determines 
that  an  institution  of  higher  education  is 
unable  to  use  all  of  the  amounts  available  to 
it  under  this  part,  the  Secretary  shall,  on 
such  dates  during  each  fiscal  year  as  the 
Secretary  may  fix,  reallot  such  amounts  not 
needed  to  institutions  which  can  use  the 
grants  authorised  by  this  part. 

"lO  Applications.— Any  eligible  institution 
of  higher  education  offering  a  program  of 
post-baccalaureate  study  leading  to  a  gradu- 
ate or  professional  degree  may  apply  for 
grants  under  this  part  Each  such  institu- 
tion may  make  an  application  to  the  Secre- 
tary at  such  time,  in  such  manner,  and  con- 
taining or  accompanied  by  such  informa- 
tion as  the  Secretary  may  reasonably  re- 
quire. Such  application  may  be  made  on 
behalf  of  professional  schools,  academic  de- 
partments, or  similar  organisational  units 
within  such  institution  meeting  the  require- 
ments of  this  subsection,  including  interdis- 
ciplinary or  interdepartmental -programs. 

"Id)  Selection  of  Applications.— In 
making  grants  to  institutions  of  higher  edu- 
cation, the  Secretary  shall— 

"ID  take  into  account  present  and  project- 
ed needs  for  highly  trained  individuals  in 
all  areas  of  education  beyond  secondary 
school: 

"12)  take  into  account  present  and  project- 
ed needs  for  highly  trained  individuals  in 
other  than  academic  career  fields  of  high  na- 
tional priority:  and 

"13)  consider  the  need  to  prepare  a  larger 
number  of  individuals  from  minority 
groups,  especially  from  among  such  groups 
which  have  been  traditionally  underrepre- 
sented in  colleges  and  universities,  but  noth- 
ing contained  in  this  paragraph  shall  be  in- 
terpreted to  require  any  institution  to  grant 
preference  or  disparate  treatment  to  the 
members  of  one  minority  group  on  account 
of  an  imbalance  which  may  exist  with  re- 
spect to  the  total  number  or  percentage  of 
individuals  of  such  group  participating  in 
or  receiving  the  benefits  of  the  program  au- 
thorized in  this  section,  in  comparison  with 
the  total  number  or  percentage  of  individ- 
uals of  such  group  in  any  community.  State, 
section,  or  other  area. 

"le)  Priorities  for  Fellowships.— TTie  Sec- 
retary shall  assure  that  in  making  grants 
under  this  part  awards  are  made  to— 

"ID  individuals  who  plan  to  pursue  a 
career  in  public  service;  and 

"12)  individuals  from  traditionally  under- 
represented  groups,  as  determined  by  the 
Secretary,  undertaking  graduate  or  profes- 
sional study. 

The  Secretary  shall  assure  that  the  amount 
expended  for  categories  of  fellowships  de- 
scribed in  paragraphs  ID  and  12)  of  this  sub- 
section for  each  fiscal  year  is  not  less  than 
the  amount  expended  for  each  category  in 
fiscal  year  1985. 

"If)  Institutional  Payments.— From  sums 
required  to  be  expended  by  the  Secretary  for 
grants  under  subsection  le),  the  Secretary 
shaU  lin  addition  to  the  awards  made  to  in- 
dividuals) pay  to  the  institution  of  higher 
education  at  which  such  individual  is  pur- 
suing his  or  her  course  of  study  such 
amounts  as  are  paid  under  similar  fellow- 
ship programs  administered  through  the  Na- 


tional Science  Foundation  and  other  simi- 
lar agencies,  except  that  such  amount 
charged  to  a  fellowship  recipient  and  col- 
lected from  such  recipient  by  the  institution 
for  tuition  and  other  expenses  required  by 
the  institution  as  part  of  the  recipient's  in- 
structional program  shall  be  deducted  from 
the  payments  to  the  institution  under  this 
subsection. 

"ig)  Use  for  Religious  Purposes  Prohib- 
ited.—No  fellowship  shall  be  awarded  under 
this  part  for  study  at  a  school  or  department 
of  divinity. 

"award  of  fellowships 
"Sec.  923.  la)  Awards  Based  on  Need.— An 
institution  of  higher  education  receiving 
funds  under  this  part  shall  make  available 
to  financially  needy  graduate  and  profes- 
sional students  an  award  determined  by 
such  institution  of  higher  education,  except 
that  no  award  under  this  part  may  exceed 
the  lesser  of  $10,000,  or  the  demonstrated 
level  of  financial  need  as  determined  under 
part  F  of  title  IV  of  this  Act 

"lb)  Requirements  for  Award.— No  stu- 
dent shall  receive  an  award  except  during 
periods  in  which  such  student  is  maintain- 
ing satisfactoTT/  progress  in,  and  devoting 
essentially  full  time  to,  study  or  research 
lincluding  acting  as  a  leaching  assistant  or 
research  assistant  as  may  be  required  as  a 
condition  to  award  of  a  degree)  m  the  field 
in  which  such  fellowship  was  awarded  and 
is  not  engaging  in  gainful  employment 
other  than  part-time  employment  by  the  in- 
stitution of  higher  education  involved  in 
teaching,  research,  or  similar  activities,  ap- 
proved by  the  Secretary.  Such  period  shall 
not  exceed  a  total  of  3  years,  except  that  the 
Secretary  may  provide  by  regulation  for  the 
granting  of  such  fellowships  for  a  period  of 
study  not  to  exceed  one  12-month  period,  in 
addition  to  the  3-year  period  set  forth  in 
this  section,  under  special  circumstances 
which  the  Secretary  determines  would  most 
effectively  serve  the  purposes  of  this  part 
The  Secretary  shall  make  a  determination  to 
provide  such  12-month  extension  of  an 
award  to  an  individual  fellowship  recipient 
upon  review  of  an  application  for  such  ex- 
tension by  the  recipient 

"Part  C— Jacob  K.  Javits  Fellows  Program 
"award  of  national  graduate  fellowships 
'Sec.  931.  la)  Number  and  Timing  of 
Awards.— The  Secretary  is  authorized  to 
award  not  more  than  450  fellowships  per 
year  in  accordance  with  the  provisions  of 
this  part  for  graduate  study  in  the  arts,  hu- 
manities, and  social  sciences  by  students  of 
superior  ability  selected  on  the  basis  of  dem- 
onstrated achievement  and  exceptional 
promise.  All  funds  appropriated  in  a  fiscal 
year  shall  be  obligated  and  expended  to  the 
students  for  fellowships  for  use  in  the  aca- 
demic year  beginning  after  July  1  of  the 
fiscal  year  for  which  the  funds  were  appro- 
priated. The  fellowships  shall  be  awarded  for 
only  one  academic  year  of  study  and  shall 
be  renewable  for  a  period  not  to  exceed  4 
years  of  study. 

"lb)  Designation  of  Fellows.— Students 
receiving  awards  under  this  part  shall  be 
known  as  'Jacob  K.  Javits  Fellows'. 

"lO  Interruptions  of  Study.— The  institu- 
tion of  higher  education  may  allow  a  fellop- 
ship  recipient  to  interrupt  periods  of  sttudy 
for  a  period  not  to  exceed  12  months  for  the 
purpose  of  work,  travel  or  independent 
study  away  from  the  campus,  if  such  inde- 
pendent study  is  supportive  of  the  fellowship 
recipient 's  academic  program  and  shall  con- 
tinue payments  for  those  12-month  periods 
during  which  the  student  is  pursuing  travel 
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or  independent  study  supportive  of  the  re- 
cipient 's  academic  program. 

"ALLOCATION  OF  FELLOWSHIPS 

"Sec.  932.  <a)  Fellowship  Board.— (V  The 
Secretary  shall  appoint  a  National  Gradu- 
ate Felloics  Program  Fellowship  Board  con- 
sisting of  not  less  than  9  and  not  more  than 
IS  individuals  prior  to  July  31.  1987.  13  in- 
dividuals ajter  July  31.  1987.  and  prior  to 
August  1.  1989.  11  individuals  after  July  31. 
1989.  and  prior  to  August  1.  1991.  and  9  in- 
dividuals after  July  31.  1991.  representatives 
of  both  public  and  private  institutions  of 
higher  education  especially  Qualified  to 
serve  on  the  Board.  In  making  appoint- 
ments, the  Secretary  shall  give  due  consider- 
ation to  the  appointment  of  individuals 
who  are  highly  respected  in  the  academic 
community.  The  Secretary  shall  assure  that 
individuals  appointed  to  the  Board  are 
broadly  knowledgeable  about  and  have  expe- 
rience in  doctoral  education  in  arts,  human- 
ities, and  social  sciences. 
"(2)  The  Board  shall— 
"lA)  establish  general  policies  for  the  pro- 
gram established  by  this  part  and  oversee  its 
operation; 

"IB)  establish  general  criteria  for  the  dis- 
tribution of  fellowships  among  eligible  aca- 
demic fields  identified  by  the  Board: 

"(C)  appoint  panels  of  academic  scholars 
with  distinguished  backgrounds  in  the  arts, 
humanities,  and  social  sciences  for  the  pur- 
pose of  directing  fellows:  and 

"ID)  prepare  and  submit  to  the  Congress 
at  least  once  in  every  3-year  period  a  report 
on  any  modifications  in  the  program  that 
the  Board  determines  are  appropriate. 

"13)  In  carrying  out  its  responsibilities, 
the  Board  shall  consult  on  a  regular  basis 
with  representatives  of  the  National  Science 
Foundation,  the  National  Endowment  for 
the  Humanities,  the  National  Endowment 
for  the  Arts,  and  representatives  of  institu- 
tions of  higher  education  and  associations 
of  such  institutions,  learned  societies,  and 
professional  organisations. 

"14)  The  term  of  office  of  each  member  of 
the  Board  shall  be  4  years:  except  that  any 
member  appointed  to  fill  a  vacancy  shall 
serve  for  the  remainder  of  the  term  for  which 
the  predecessor  of  the  member  was  appoint- 
ed. No  member  may  serve  for  a  period  in 
excess  of  6  years. 

"15)  The  Secretary  shall  call  the  first  meet- 
ing of  the  Board,  at  which  the  first  order  of 
business  shall  be  the  election  of  a  Chairman 
and  a  Vice  Chairman,  who  shall  serve  until 
one  year  after  the  date  of  their  appointment 
Thereafter  each  officer  shall  be  elected  for  a 
term  of  2  years.  In  case  a  vacancy  occurs  in 
either  office,  the  Board  shall  elect  an  indi- 
vidual from  among  the  members  of  the 
Board  to  fill  such  vacancy. 

"(6)(A)  A  majority  of  the  members  of  the 
Board  shall  constitute  a  quorum. 

"IB)  The  Board  shall  meet  at  least  once  a 
year  or  more  frequently,  as  may  be  neces- 
sary, to  carry  out  its  responsibilities. 

"17)  Memtters  of  the  Board,  while  serving 
on  the  business  of  the  Board,  shall  be  enti- 
tled to  receive  compensation  at  rates  fixed 
by  the  Secretary,  but  not  exceeding  the  rate 
prescribed  for  GS-18  of  the  General  Sched- 
ule under  section  5332,  title  5,  United  States 
Code,  including  traveltime:  and  while  so 
serving  away  from  their  homes  or  regular 
places  of  business,  they  may  be  allowed 
travel  expenses,  including  per  diem  in  lieu 
of  subsistence,  as  authorized  by  section  5  703 
of  title  5,  United  States  Code,  for  persons  in 
Government  service  employed  intermittent- 
"(b) Use  of  Selection  Panels.— The  recipi- 
ents of  fellowships  shall  be  selected  in  each 


designated  field  from  among  all  applicants 
nationwide  in  each  field  by  distinguished 
panels  appointed  by  the  Fellowship  Board  to 
make  such  selections  under  criteria  estab- 
lished by  the  Board.  The  number  of  recipi- 
ents in  each  field  in  each  year  shall  Jiot 
exceed  the  number  of  fellows  allocated  to 
that  field  for  that  year  by  the  Fellowship 
Board. 

■ic)  Fellowship  Portability.— Each  recip- 
ient shall  be  entitled  to  use  the  fellowship  in 
a  doctoral  program  at  any  accredited  insti- 
tution of  higher  education  in  which  the  re- 
cipient may  decide  to  enroll. 

"STIPENDS 

Sec.  933.  (a)  Award  by  Secretary.— The 
Secretary  shall  pay  to  individuals  awarded 
fellowships  under  this  part  such  stipends 
lincluding  such  allowances  for  subsistence 
and  other  expenses  for  such  individuals  and 
their  dependents)  as  the  Secretary  may  de- 
termine to  be  appropriate,  adjusting  such 
stipends  as  necessary  so  as  not  to  exceed  the 
fellow's  demonstrated  level  of  need  accord- 
ing to  measurements  of  need  approved  by 
the  Secretary.  The  stipend  levels  established 
by  the  Secretary  shall  reflect  the  purpose  of 
this  program  to  encourage  highly  talented 
students  to  undertake  graduate  study  and 
shall  provide  a  level  of  support  comparable 
to  that  provided  by  federally  funded  gradu- 
ate fellowships  in  the  science  and  engineer- 
ing fields. 

"lb)  Institutional  Payments.— il)  The  Sec- 
retary shall  lin  addition  to  the  stipends  paid 
to  individuals  under  subsection  la))  pay  to 
the  institution  of  higher  education,  for  each 
individual  awarded  a  fellowship  for  pursu- 
ing a  course  at  such  institution.  $6,000. 

"12)  Subject  to  the  availability  of  appro- 
priations, amounts  payable  to  an  institu- 
tion by  the  Secretary  pursuant  to  this  sub- 
section shall  not  be  reduced  for  any  purpose 
other  than  the  purposes  specified  under 
paragraph  U). 

"fellowship  conditions 

"Sec.  934.  la)  Requirements  for  Re- 
ceipt.—An  individual  awarded  a  fellowship 
under  the  provisions  of  this  part  shall  con- 
tinue to  receive  payments  provided  in  sec- 
tion 933  07ily  during  such  periods  as  the  Sec- 
retary finds  that  he  is  maintaining  satisfac- 
tory proficiency  in,  and  devoting  essentially 
full  time  to,  study  or  research  in  the  field  in 
which  such  fellowship  was  awarded,  in  an 
institution  of  higher  education,  and  is  not 
engaging  in  gainful  employment  other  than 
part-time  employment  by  such  institution  in 
teaching,  research,  or  similar  actii^ities.  ap- 
proved by  the  Secretary. 

"lb)  Reports  From  Recipients.— The  Secre- 
tary is  authorised  to  require  reports  con- 
taining such  information  in  such  form  and 
to  file  at  such  times  as  the  Secretary  deter- 
mines necessary  from  any  person  awarded  a 
fellowship  under  the  provisions  of  this  part. 
The  reports  shall  be  accompanied  by  a  cer- 
tificate from  an  appropriate  official  at  the 
institution  of  higher  education,  library,  ar- 
chive, or  other  research  center  approved  by 
the  Secretary,  stating  that  such  individual 
is  making  satisfactory  progress  in,  and  is 
devoting  essentially  full  time  to  the  program 
for  which  the  fellowship  was  awardecL 

"Part  D— Graduate  Assistance  in  Areas  of 
National  Need 

"PURPOSE 

"Sec.  941.  In  order  to  sustain  and  enhance 
the  capacity  for  teaching  and  research  in 
areas  of  national  need,  it  is  the  purpose  of 
this  part  to  provide,  through  academic  de- 
partments and  programs  of  institutions  of 
higher  education^  a  fellowship  program  to 


assist  graduate  students  of  superior  ability 
who  demonstrate  financial  need. 

"grants  to  academic  departments  and 
programs  of  institutions 
"Sec.  942.  la)  Grant  Authority.— 11)  The 
Secretary  shall  make  grants  to  academic  de- 
partments and  programs  and  other  academ- 
ic units  of  institutions  of  higher  education 
that  provide  courses  of  study  leading  to  a 
graduate  degree  in  order  to  enable  such  in- 
stitutions to  provide  assistance  to  graduate 
students  in  accordance  with  this  part 

"12)  The  Secretary  may  also  make  grants 
to  such  departments  and  programs  and  to 
other  units  of  institutions  of  higher  educa- 
.'ion  granting  graduate  degrees  which 
submit  joint  proposals  involving  nondegree 
granting  institutions  which  have  formal  ar- 
rangements for  the  support  of  doctoral  dis- 
sertation research  with  degree-granting  in- 
stitutions. Nondegree  granting  institutions 
eligible  for  awards  as  part  of  such  joint  pro- 
posals include  any  organization  which— 

"(A)  is  described  in  section  5011013)  of  the 
Internal  Revenue  Code  of  1954,  and  is 
exempt  from  tax  under  section  501(a)  of 
such  Code: 

"IB)  is  organized  and  operated  substan- 
tially to  conduct  scientific  and  cultural  re- 
search and  graduate  training  programs: 
"lO  is  not  a  private  foundation: 
"ID)  has  academic  personnel  for  instruc- 
tion and  counseling  who  meet  the  standards 
of  the  institution  of  higher  education  in 
which  the  students  are  enrolled:  and 

"(E)  has  necessary  research  resources  not 
otherwise  readily  available  in  such  institu- 
tions to  such  students. 

"(b)  Award  and  Duration  of  Grants.— (1) 
The  principal  criterion  for  the  allocation  of 
awards  shall  be  the  relative  quality  of  the 
graduate  programs  presented  in  competing 
applications.  Consistent  with  an  allocation 
of  awards  based  on  quality  of  competing  ap- 
plications, the  Secretary  shall,  in  making 
such  grants,  promote  an  equitable  geograph- 
ic distribution  among  eligible  public  and 
private  institutions  of  higher  education. 

"(2)  The  Secretary  shall  approve  a  grant 
recipient  under  this  part  for  a  3-year  period. 
From  the  sums  appropriated  under  this  part 
for  any  fiscal  year,  the  Secretary  shall  not 
make  a  grant  to  any  academic  department 
or  program  of  an  institution  of  higher  edu- 
cation of  less  than  $100,000  or  greater  than 
$500,000  per  fiscal  year. 

"(3)  Whenever  the  Secretary  determines 
that  an  academic  department  or  program  of 
an  institution  of  higher  education  is  unable 
to  use  all  of  the  amounts  available  to  it 
under  this  part  the  Secretary  shall,  on  such 
dates  during  each  fiscal  year  as  the  Secre- 
tary may  fix,  reallot  the  amounts  not  needed 
to  academic  departments  and  programs  of 
institutions  which  can  use  the  grants  au- 
thorized by  this  part 

"(c)  Preference  to  Continuing  Grant  Re- 
ciPiENTS.—(  1 )  The  Secretary  shall  make  new 
grant  awards  under  this  part  only  to  the 
extent  that  each  previous  grant  recipient 
has  received  continued  funding  in  accord- 
ance with  subsection  (b)(2). 

"(2)  To  the  extent  that  appropriations 
under  this  part  are  insufficient  to  comply 
with  paragraph  (1),  available  funds  shall  be 
distributed  by  ratably  reducing  the  amounts 
required  to  be  awarded  by  subsection  (b)(2). 
"institutional  eligibility 
"Sec.  943.  (a)  Eligibility  Criteria.— Any 
academic  department  or  program  of  an  in- 
stitution of  higher  education  that  offers  a 
program  of  post-baccalaureate  study  leading 
to  a  graduate  degree  in  an  area  of  national 
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need  (as  designated  under  subsection  (b)) 
may  apply  for  a  grant  under  this  part.  No 
department  or  program  shall  be  eligible  for  a 
grant  unless  the  program  of  post-baccalaure- 
ate study  has  been  in  existence  for  at  least  4 
years  at  the  time  of  application  for  assist- 
ance under  this  part. 

"(b)  Designation  of  Areas  of  National 
Need.— After  consultation  with  the  National 
Science  Foundation,  the  National  Academy 
of  Sciences,  the  National  Endowments  for 
the  Arts  and  the  Humanities,  and  other  ap- 
propriate Federal  and  nonprofit  agencies 
and  organizations,  the  Secretary  shall  desig- 
nate areas  of  national  need,  such  as  mathe- 
matics, biology,  physics,  chemistry,  engi- 
neering, geosciences,  computer  science,  or 
foreign  languages  or  areas  studies.  In 
making  such  designatiOTis,  the  Secretary 
shall  take  into  account  the  extent  to  which 
the  interest  is  compelling  and  the  extent  to 
which  other  Federal  programs  support  post- 
baccalaureate  study  in  the  area  concerned. 
"criteria  for  applications 

"Sec.  944.  (a)  Selection  of  Applications.— 
The  Secretary  shall  make  grants  to  academic 
departments  and  programs  of  institutions  of 
higher  education  on  the  basis  of  applica- 
tions submitted  in  accordance  with  subsec- 
tion (b).  Applications  shall  be  ranked  on 
program  quality  by  geographically  balanced 
review  panels  of  nationally  recognized 
scholars.  To  the  extent  possible  (consistent 
with  other  provisions  of  this  section),  the 
Secretary  shall  make  awards  that  are  con- 
sistent with  recommendations  of  the  review 
panels. 

"(b)  Contents  of  Applications.— An  aca- 
demic department  or  program  of  an  institu- 
tion of  higher  education,  in  its  application 
for  a  grant,  shall— 

"(1)  describe  the  current  academic  pro- 
gram of  the  applicant  for  which  the  grant  is 
sought: 

"(2)  provide  assurances  that  the  applicant 
will  provide,  from  other  non-Federal  funds, 
for  the  purposes  of  the  fellowship  program 
under  this  part  an  amount  equal  to  at  least 
25  percent  of  the  amount  of  the  grant  re- 
ceived under  this  part; 

"(3)  set  forth  policies  and  procedures  to 
assure  that,  in  making  fellowship  awards 
under  this  part  the  institution  will  seek  tal- 
ented students  from  traditionally  underre- 
presented  backgrounds,  as  determined  by  the 
Secretary; 

"(4)  set  forth  policies  and  procedures  to 
assure  that,  in  making  fellowship  awards 
under  this  part,  the  institution  will  make 
awards  to  individuals  who— 

"(A)  have  financial  need,  as  determined 
under  criteria  developed  by  the  institution; 

"(B)  have  excellent  academic  records  in 
their  previous  programs  of  study; 

"(C)  plan  teaching  or  research  careers; 
and 

"(D)  plan  to  pursue  the  highest  possible 
degree  available  in  their  course  of  study; 

"(5)  set  forth  policies  and  procedures  to 
ensure  that  Federal  funds  made  available 
under  this  part  for  any  fiscal  year  will  be 
used  to  supplement  and.  to  the  extent  practi- 
cal, increase  the  funds  that  would  otherwise 
be  made  available  for  the  purpose  of  this 
part  and  in  no  case  to  supplant  those  funds; 

"(6)  provide  assurances  that,  in  the  event 
that  funds  made  available  to  the  academic 
department  or  program  under  this  part  are 
insufficient  to  provide  the  assistance  due  a 
student  under  the  commitment  entered  into 
between  the  academic  department  or  pro- 
gram and  the  student,  the  academic  depart- 
ment or  program  will  endeavor,  from  any 
funds  available  to  it,  to  fulfill  the  commit- 
ment to  the  student; 
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"(7)  provide  that  the  applicant  will 
comply  with  the  limitations  set  forth  in  sec- 
tion 945;  and 

"(8)  include  such  other  information  as  the 
Secretary  may  prescribe. 

"AWARDS  to  graduate  students 

"Sec.  945.  (a)  Commitments  to  Graduate 
Students.~(1)  From  at  least  60  percent  of 
the  funds  received  under  this  part,  an  aca- 
demic department  or  program  of  an  institu- 
tion of  higher  education  shall  make  commit- 
ments to  graduate  students  at  any  point  of 
their  graduate  study  to  provide  stipends  for 
the  length  of  time  necessary  for  a  student  to 
complete  the  course  of  graduate  study,  but 
in  no  case  longer  than  5  years. 

"(2)  No  such  commitments  shall  be  made 
to  students  under  this  part  unless  the  aca- 
demic department  or  program  has  deter- 
mined adequate  funds  are  available  to  fulfill 
the  commitment  either  from  funds  received 
or  anticipated  under  this  part,  or  from  insti- 
tutional funds. 

"(b)  Amount  of  Stipends.— The  size  of  the 
stipend  awarded  to  students  for  an  individ- 
ual academic  year  shall  be  determined  by 
the  institution,  except  that  no  annual  sti- 
pend award  under  this  part  may  exceed 
SI 0.000.  or  the  demonstrated  level  of  need 
(according  to  criteria  of  need  developed  by 
the  institution),  whichever  is  less. 

"(c)  Academic  Progress  Required.— Not- 
withstanding the  provisions  of  subsection 
(a),  no  student  shall  receive  an  award  (1) 
except  during  periods  in  which  such  student 
is  maintaining  satisfactory  progress  in.  avd 
devoting  essentially  full  time  to,  study  or  re- 
search in  the  field  in  which  such  fellowship 
was  awarded,  or  (2)  if  the  student  is  engag- 
ing in  gainful  employment  other  than  part- 
time  employment  involved  in  teaching,  re- 
search, or  similar  activities  determined  by 
the  institution  to  be  in  support  of  the  stu- 
dent's progress  towards  a  degree. 

"additional  assistance  for  cost  of 
education 

"Sec.  94e.  (a)  Use  for  Tuition  and  Fees.— 
From  the  remainder  of  the  funds  received 
under  this  part  after  complying  with  the  re- 
quirements of  section  945.  the  academic  de- 
partment or  program  of  an  institution  of 
higher  education  may  award  fellowship  re- 
cipients under  section  945  additional 
amounts  to  pay  the  recipients'  tuition  and 
fees  and  other  costs  of  education. 

"(b)  Use  for  Overhead  Prohibited.— 
Funds  made  available  pursuant  to  this  part 
may  not  be  used  for  the  general  operational 
overhead  of  the  academic  department  or 
program. 

'Part  E— Assistance  for  Training  in  the 

Legal  Profession 

"program  authorized 

"Sec.  951.  (a)  Grants  and  Contracts.— The 
Secretary  is  authorized  to  make  grants  to.  or 
enter  into  contracts  with,  public  and  pri- 
vate agencies  and  organizations  other  than 
institutions  of  higher  education  for  the  pur- 
pose of  assisting  individuals  from  disadvan- 
taged backgrounds,  as  determined  in  accord- 
ance with  criteria  prescribed  by  the  Secre- 
tary, to  undertake  training  for  the  legal  pro- 
fession. 

"(b)  Use  of  Funds.— Grants  made,  and 
contracts  entered  into,  under  subsection  (a) 
may  cover,  in  accordance  with  regulations 
of  the  Secretary,  all  or  part  of  the  cost  of— 

"(1)  selecting  individuals  from  disadvan- 
taged backgrounds  for  training  for  the  legal 
profession, 

"(2)  facilitating  the  entry  of  such  individ- 
uals into  institutions  of  higher  education 
for  the  purpose  of  pursuing  such  training. 


"(3)  providing  counseling  or  other  services 
designed  to  assist  such  individuals  to  com- 
plete successfully  such  training. 

"(4)  providing,  for  not  more  than  6 
months  prior  to  the  entry  of  such  individ- 
uals upon  their  courses  of  training  for  the 
legal  profession,  preliminary  training  for 
such  individuals  designed  to  assist  them  to 
complete  successfully  such  training  for  the 
legal  profession. 

"(5)  paying  such  stipends  (including  al- 
lowances for  travel  and  for  dependents)  as 
the  Secretary  may  determine  for  such  indi- 
viduals for  any  such  period  of  preliminary 
training  or  for  any  period  of  training  for  the 
legal  profession  during  which  such  individ- 
uals maintain  satisfactory  academic  profi- 
ciency, as  determined  by  the  Secretary,  and 

"(6)  paying  for  administrative  activities 
of  the  agencies  and  organizations  which  re- 
ceive such  grants,  or  with  which  such  con- 
tracts are  entered  into,  to  the  extent  such  ac- 
tivities are  for  the  purpose  of  furthering  ac- 
tivities described  in  paragraphs  <1)  through 
(5). 

"Part  F— Law  School  Cunical  Experience 
Programs 
"program  authorization 
'Sec.  961.  (a)  Grant  and  Contract  Pur- 
poses.—The  Secretary  is  authorized  to  enter 
into  grants  or  contracts  with  accredited  law 
schools  in  the  States  for  the  purpose  of 
paying  not  to  exceed  90  per  centum  of  the 
costs  of  establishing  or  expanding  programs 
in  such  schools  to  provide  clinical  experi- 
ence to  students  in  the  ^practice  of  law. 
which  includes  any  form  of  law  student 
work  invaliding  performance  in  the  role  of  a 
lawyer  exercising  legal  skills  and  roles  such 
as  those  of  an  advocate,  counselor,  negotia- 
tor, investigator,  and  ethical  practitioner, 
whether  by  way  of  the  provision  of  represen- 
tation of  or  services  to  an  identifiable  client 
in  actual  cases  or  situations  'subject  to  ex- 
isting Stale  or  local  limitations  upon  such 
provision)  or  by  way  of  simulation  of  such 
provision  through  appropriate  exercises. 
Preference  shall  be  given  to  those  programs 
providing  legal  experience  in  the  prepara- 
tion and  trial  of  actual  cases,  including  ad- 
ministrative cases  and  the  settlement  of  con- 
troversies outside  the  courtroom.  The  cases 
and  situations  handled  in  actuality  or  by 
simulation  may  encompass  any  one  or  more 
of  the  following: 

"(1)  judicial,  administrative,  executii^e.  or 
legislative   proceedings,    including   the  full 
range  of  preparation  therefor: 
"(2)  office  or  house  counsel  problems:  or 
"(3)  factual   investigation,   empirical   re- 
search, or  policy  or  legal  analysis. 

"(b)   Use  of  Funds.— Such  costs  may  in- 
clude necessary  expenditures  incurred  for— 
"(1)  planning; 

"(2)  training  of  faculty  members  and 
salary  for  additional  faculty  members: 

"13)  travel  and  per  diem  for  faculty  and 
students: 

""(4)  reasonable  stipends  for  students  for 
work  in  the  public  service  performed  as  part 
of  any  such  program  at  a  time  other  than 
during  the  regular  academic  year: 
""(5)  equipment  and  library  resources; 
""(6)  involving  practicing  lawyers  in  the 
process  of  training  law  students  to  perform 
as  lawyers;  and 

'"(7)  such  other  items  as  are  allowed  pursu- 
ant to  regulations  issued  by  the  Secretary. 

""(c)  Limitations  on  Amounts.— No  law 
school  may  receive  more  than  $100,000  in 
any  fiscal  year  pursuant  to  this  part,  no 
part  of  which  may  be  used  to  pay  for  indi- 
rect costs  or  charges. 
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'(d)  Definition.— For  the  purpose  of  this 
part,  the  term  nccredited  law  school'  means 
any  law  school  which  is  accredited  by  a  na- 
tionally recognized  accrediting  agency  or 
association  approved  by  the  Secretary  for 
this  purpose,  including  any  combination  or 
consortium  of  such  schools. 

"APPUCATIONS 

"Sec.  962.  (a)  Requirements.— A  grant  or 
contract  authorized  by  this  part  may  t>e 
made  try  the  Secretary  upon  application 
which— 

"(1)  is  made  at  such  time  or  times  and 
contains  such  information  as  the  Secretary 
may  prescribe: 

"(21  provides  for  such  fiscal  control  and 
fund  accounting  procedures  as  may  be  nec- 
essary to  assure  proper  disbursement  of  and 
accounting  for  Federal  funds  paid  to  the  ap- 
plicant under  this  part:  and 

"(3)  provides  for  making  such  reports,  in 
such  form  and  containing  such  information 
as  the  Secretary  may  require  to  carry  out 
functions  under  this  part,  and  for  keeping 
such  records  and  for  affording  such  access 
thereto  as  the  Secretary  may  find  necessary 
to  assure  the  correctness  and  verification  of 
such  reports. 

"(b)   Distribution   of  Grants  and    Con- 
tracts.—The  Secretary  shall  allocate  grants 
or  contracts  under  this  part  in  such  manner 
<u  will  provide  an  equitable  distribution  of 
such    grants    or   contracts   throughout    the 
United   States    among   law    schools    which 
show  promise  of  being  able  to  use  funds  ef- 
fectively for  the  purposes  of  this  part. 
"Part  G— Authorization  of  Appropriations 
"amount  and  duration  of  authorization 
"Sec.  971.  (a)  Part  A.— There  are  author- 
ized to  be  appropriated  to  carry  out  part  A 
of  this  title  SIO.000,000  for  fiscal  year  1987. 
and  such  sums  as  may  be  necessary  for  the  4 
succeeding  fiscal  years. 

"(b)  Part  B.— There  are  authorized  to  be 
appropriated  to  carry  out  part  B  of  this  title 
$30,000,000  for  fiscal  year  1987,  and  such 
sums  as  may  be  necessary  for  the  4  succeed- 
ing fiscal  years. 

"(c)  Part  C— There  are  authorized  to  be 
appropriated  to  carry  out  part  C  of  this  title 
$10,000,000  for  fiscal  year  1987.  and  such 
sums  as  may  be  necessary  for  the  4  succeed- 
ing fiscal  years. 

"(d)  Part  D.— There  are  authorized  to  be 
appropriated  to  carry  out  part  D  of  this  title 
$30,000,000  for  fiscal  year  1987,  and  such 
sums  as  may  be  necessary  for  the  4  succeed- 
ing fiscal  years. 

'"(e)  Part  E.— There  are  authorized  to  be 
appropriated  to  carry  out  part  E  of  this  title 
$5,000,000  for  fiscal  year  1987,  and  such 
sums  as  may  be  necessary  for  the  4  succeed- 
ing fiscal  years. 

'"(ft  Part  F.— There  are  authorized  to  be 
appropriated  to  carry  out  part  F  of  this  title 
$5,000,000  for  fiscal  year  1987,  and  such 
sums  as  may  be  necessary  for  the  4  succeed- 
ing fiscal  years. 

""(g)  Limitation  on  Appropriations  for 
Parts  A  and  D.—No  funds  are  authorized  to 
6c  appropriated  for  part  A  or  D  of  this  title 
for  any  fiscal  year  unless  the  appropriation 
for  the  preceding  fiscal  year— 

"(1)  for  part  B  equals  or  exceeds 
$18,000,000:  and 

"(2)  for  part  C  equals  or  exceeds 
$5,000.000. '. 

(b)  Effective  Date.— The  amendments 
made  to  section  932  (a)  and  (c)  of  the  Act  by 
this  section  shall  take  effect  with  respect  to 
individuals  appointed  to  the  Fellowship 
Board  to  fill  vacancies  occurring  after  the 
date  of  enactment  of  this  Act  on  the  Fellow- 
ship   Board    as    constituted    prior    to    the 


amendments  made  by  this  section.  The  Sec- 
retary shall  make  initial  appointments 
under  this  subsection  so  that  the  terms  of  3 
members  expire  at  the  end  of  2  years.  3  mem- 
bers expire  at  the  end  of  3  years,  and  3  mem- 
bers expire  at  the  end  of  4  years. 

title  x-improvement  of 

postsecondary  education 

see.  1*91.  Fi\n  for  the  niPKott:.Hf;\T  of  i>»st- 

SEaiSDAHY  KIHTATIUS. 

(a)  Functions.— ( 1 )  Section  1003(c)(2)  of 
the  Act  is  amended  to  read  as  follows: 

"(2)  advise  the  Secretary  and  the  Director 
of  the  Fund  for  the  Improvement  of  Postsec- 
ondary Education  on  priorities  for  the  im- 
provement of  postsecondary  education  and 
make  such  recommendations  as  it  may  deem 
appropriate  for  the  improvement  of  postsec- 
ondary education  and  for  the  evaluation, 
dissemination,  and  adaptation  of  demon- 
strated improvements  in  postsecondary  edu- 
cational practice:". 

(b)  Reauthorization— Section  1005  of  the 
Act  is  amended  to  read  as  follows: 

"authorization  of  appropriations 
"'Sec.  1005.  There  are  authorized  to  be  ap- 
propriated to  carry  out  this  part  $14,500,000 
for  fiscal  year  1987,  and  such  sums  as  may 
be  necessary  for  the  4  succeeding  fiscal 
years. ". 
st:(.  1002.  Mi\()RiTy  sciKsrt:  ami  f:\(:i\F:i;Ki\(!  im- 

PR(t t  A  t/A.  Vr  PROIiRA MS. 

Part  B  of  title  X  of  the  Act  is  amended  to 
read  as  follows: 

""Part  B— Minority  Science  and 
Engineering  Improvement  Programs 
"Subpart  1— Minority  Science  Improvement 
Program 
"purpose:  authority 
"Sec.  1021.  (a)  It  is  the  purpose  of  this  sub- 
part to  continue  the  authority  of  the  Depart- 
ment to  operate  the  Minority  Institutions 
Science     Improvement     Program     created 
under  section  3(a)(1)  of  the  National  Sci- 
ence Foundation  Act  of  1950  and  transferred 
to  the  Department  by  section  304(a)(1)  of  the 
Department  of  Education  Organization  Act 
of  1979. 

■(b)  The  Secretary  shall,  in  accordance 
with  the  provisions  of  this  subpart,  carry 
out  a  program  of  making  grants  to  institu- 
tions of  higher  education  that  are  designed 
to  effect  long-range  improvement  in  science 
and  engineering  education  at  predominant- 
ly minority  institutions  and  to  increase  the 
participation  of  underrepresented  ethnic 
minorities  in  scientific  and  technological 


careers. 

""GRANT  RECIPIENT  SELECTION 

"Sec.  1022.  (a)  Establishment  of  Crite- 
ria.—Grants  under  this  subpart  shall  be 
awarded  on  the  basis  of  criteria  established 
by  the  Secretary  by  regulations. 

"(b)  Priorities  To  Be  Given  in  Criteria.— 
In  establishing  criteria  under  subsection 
(a),  the  Secretary  shall  give  priority  to  ap- 
plicants which  have  not  previously  received 
funding  from  the  Minority  Institutions  Sci- 
ence Improvement  Program  and  to  previous 
grantees  with  a  proven  record  of  success,  as 
well  as  to  applications  that  contribute  to 
achieving  balance  among  projects  with  re- 
spect to  geographic  region,  academic  disci- 
pline, and  project  type. 

"(c)  Required  Criteria.— In  establishing 
criteria  under  subsection  (a),  the  Secretary 
may  consider  the  follovnng  selection  criteria 
in  making  grants: 

"(1)  plan  of  operation: 

"(2)  quality  of  key  personnel: 

"(3)  budget  and  cost  effectiveness; 

"(4)  evaluation  plan; 


"(5)  adequacy  of  resources: 
"(6)  identification  of  need  for  the  project; 
"(7)  potential  institutional  impact  of  the 
project; 

""(8)    institutional    commitment    to    the 
project: 
"(9)  expected  outcomes:  and 
"(10)  scientific  and  educational  value  of 
the  proposed  project 

"USE  OF  funds 
"Sec.  1023.  (a)  Types  of  Grants.— Funds 
appropriated  to  carry  out  this  subpart  may 
be  made  available  as— 

""(1)  institutional  grants  (as  defined  in 
section  1046(6)); 

"(2)  cooperative  grants  (as  defined  in  sec- 
tion 1046(7)); 

""(3)  design  projects  (as  defined  in  section 
1046(8));  or 

"'(4)  special  projects  (as  defined  in  section 
1046(9)). 

""(b)  Authorized  Uses  for  Each  Type  of 
Grant.— (1)   The  authorized  uses  of  funds 
made  available  as  institutional  grants  in- 
clude (but  are  not  limited  to)— 
"(A)  faculty  development  programs;  or 
"(B)  development  of  curriculum  materials. 
"(2)  The  authorized  uses  of  funds  made 
available  as  cooperative  grants  include  (but 
are  not  limited  to)— 

"(A)  assisting  institutions  in  sharing  fa- 
cilities and  personnel; 

"(B)  disseminating  information  about  es- 
tablished programs  in  science  and  engineer- 
ing: 

"(C)  supporting  cooperative  efforts  to 
strengthen  the  institutions'  science  and  en- 
gineering programs;  or 

"(D)  carrying  out  a  combination  of  any  of 
the  activities  in  subparagraphs  (A)  through 
(C). 

"(3)  The  authorized  uses  of  funds  made 
available  as  design  projects  include  (but  are 
not  limited  to)— 

"(A)  developing  planning,  management, 
and  evaluation  systems:  or 

"(B)  developing  plans  for  initiating  scien- 
tific research  and  for  improving  institu- 
tions '  capabilities  for  such  activities. 

Funds  used  for  design  project  grants  may 
not  be  used  to  pay  more  than  50  percent  of 
the  salaries  during  any  academic  year  of 
faculty  members  involved  in  the  project. 

"(4)  The  authorized  uses  of  funds  made 
available  as  special  projects  include  (but  are 
not  limited  to)— 

"(A)  advanced  science  seminars; 

"(B)  science  faculty  workshops  and  confer- 
ences; 

"(C)  faculty  training  to  develop  specific 
science  research  or  education  skills; 

'"(D)  research  in  science  education: 

"(E)  programs  for  visiting  scientists; 

'"(F)  preparation  of  films  or  audio-visual 
materials  in  science; 

""(G)  development  of  learning  experiences 
in  science  beyond  those  normally  available 
to  minority  undergraduate  students: 

""(H)  development  of  pre-college  enrich- 
ment activities  in  science;  or 

'"(I)  any  other  activities  designed  to  ad- 
dress specific  barriers  to  the  entry  of  minori- 
ties into  science. 

'  'administra  tion 

"Sec.  1024.  The  Secretary  shall  submit  to 
the  Congress  on  an  annual  basis  a  list  of 
grantees  receiving  awards  under  this  part. 
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"Subpart  2— Science  and  Engineering 
Access  Programs 
"minority  support  in  science  and 
engineering  programs 
"Sec.  1031.  The  Secretary  shall,  in  accord- 
ance with  the  provisions  of  this  subpart, 
carry  out  a  program  of  making  grants  to  in- 
stitutions of  higher  education  that  are  de- 
signed to  provide  or  improve  support  pro- 
grams for  minority  students  enrolled  in  sci- 
ence and  engineering  programs  at  institu- 
tions  with   a  significant   minority  enroll- 
ment (at  least  10  percent). 

"SPECIAL  SERVICE  PROJECTS  PROGRAM 

"Sec.  1032.  The  Secretary  shall,  in  accord- 
ance with  the  provisions  of  this  subpart, 
canry  out  a  program  of  making  grants  to  in- 
stitutions of  higher  education  that  are  de- 
signed to  provide  or  improve  support  to  ac- 
credited colleges  and  universities  and  pro- 
fessional scientific  societies  for  a  broad 
range  of  activities  designed  to  eliminate  or 
reduce  specific  barriers  to  the  entry  of  mi- 
norities into  science  and  technology. 

"SUPPORTABLE  ACTIVITIES 

"Sec.  1033.  Funds  appropriated  for  the 
purpose  of  this  subpart  may  be  made  avail- 
able for— 

"(1)  providing  needed  services  to  groups  of 
minority  institutions  or  providing  training 
for  scientists  and  engineers  from  eligible  mi- 
nority institutions: 

"(21  providing  needed  services  to  groups  of 
institutions  serving  significant  numbers  of 
minority  students  or  providing  training  for 
scientists  and  enmneers  from  such  institu- 
tions to  improve  their  ability  to  train  mi- 
nority students  in  science  or  engineering: 

"(3t  assisting  minority  institutions  to  im- 
prove the  quality  of  preparation  of  their  stu- 
dents for  graduate  work  or  careers  in  sci- 
ence, mathematics,  and  technology: 

"(4)  improving  access  of  undergraduate 
students  at  minority  institutions  to  careers 
in  the  sciences,  mathematics,  and  engineer- 
ing: 

"(5)  improving  access  of  minority  stu- 
dents to  careers  in  the  sciences,  mathemat- 
ics, and  engineering: 

"(61  improving  access  for  pre-college  mi- 
nority students  to  careers  in  science,  mathe- 
matics, and  engineering  through  community 
outreach  programs  conducted  through  col- 
leges and  universities  eligible  for  support 
through  the  Minority  Science  and  Engineer- 
ing Improvement  Programs: 

"(7)  disseminating  activities,  information, 
and  educational  materials  designed  to  ad- 
dress specific  barriers  to  the  entry  of  minori- 
ties into  science  and  technology,  and  con- 
ducting activities  and  studies  concerning 
the  flow  of  underrepresented  ethnic  minori- 
ties into  scientific  careers: 

"(8)  supporting  curriculum  models  to  en- 
courage minority  student  participation  in 
research  careers  in  science,  mathematics, 
and  technology:  and 

"(9J  improving  the  capability  of  minority 
institutions  for  self-assessment,  manage- 
ment, and  evaluation  of  their  science,  math- 
ematics, and  engineering  programs  and  dis- 
semination of  their  results. 
"Subpart  3— Administrative  and  General 
Provisions 

"EUGIBILITY  for  GRANTS 

"Sec.  1041.  Eligibility  to  receive  grants 
under  this  part  is  limited  to— 

"(1)  public  and  private  nonprofit  institu- 
tions that  are  minority  institutions  (as  de- 
fined in  section  1046(3 J): 

"(2)  nonprofit  science-oriented  organiza- 
tions, professional  scientific  societies,  and 
all  nonprofit,  accredited  colleges  and  uni- 
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versities  which  provide  a  needed  service  to  a 
group  of  eligible  minority  institutions  or 
which  provide  in-service  training  for  project 
directors,  scientists,  and  engineers  from  eli- 
gible minority  institutions:  and 

"(3)  for  the  purposes  of  section  1032. 
public  and  private  nonprofit  institutions 
that  have  at  least  10  percent  minority  en- 
rollment. 

''GRANT  APPLICATION 

"Sec.  1042.  (al  Submission  and  Contents 
OF  Applications.— An  eligible  applicant  (as 
determined  under  section  1041)  that  desires 
to  receive  a  grant  under  this  part  shall 
submit  to  the  Secretary  an  application 
therefor  at  such  time  or  times,  in  such 
manner,  and  containing  such  information 
as  the  Secretary  may  prescribe  by  regula- 
tion. Such  application  shall  set  forth— 

"(1)  a  program  of  activities  for  carrying 
out  one  or  more  of  the  purposes  described  in 
section  1021(b)  in  such  detail  as  will  enable 
the  Secretary  to  determine  the  degree  to 
which  such  program  will  accomplish  such 
purpose  or  purposes:  and 

"(2)  such  other  policies,  procedures,  and 
assurances  as  the  Secretary  may  require  by 
regulation. 

"(b)  Approval  Based  on  Likelihood  of 
Progress.— The  Secretary  shall  approve  an 
application  only  if  the  Secretary  determines 
that  the  application  sets  forth  a  program  of 
activities  which  are  likely  to  make  substan- 
tial progress  toward  achieving  the  purposes 
of  this  part 

"cross  program  and  cross  agency 
cooperation 
"Sec.  1043.  The  Minority  Science  and  En- 
gineering Improvement  Programs  shall  co- 
operate with  other  programs  within  the  De- 
partment and  within  Federal,  State,  and 
private  agencies  which  carry  out  programs 
to  improve  the  quality  of  science,  mathemat- 
ics, and  engineering  education. 

"administrative  provisions 
"Sec.  1044.  (a)  Technical  Staff— The  Sec- 
retary shall  appoint,  without  regard  to  the 
provisions  of  title  5  of  the  United  States 
Code  governing  appointments  in  the  com- 
petitive service,  not  less  than  2  technical 
employees  with  appropriate  scientific  and 
educational  background  to  administer  the 
programs  under  this  part  who  may  be  paid 
without  regard  to  the  provisions  of  chapter 
51  and  subchapter  III  of  chapter  53  of  such 
title  relating  to  classification  and  General 
Schedule  pay  rates. 

"(b)  Procedures  for  Grant  Review.— The 
Secretary  shall  establish  procedures  for  re- 
viewing and  evaluating  grants  and  con- 
tracts made  or  entered  into  under  such  pro- 
grams. Procedures  for  reviewing  grant  ap- 
plications, based  on  the  peer  review  system, 
or  contracts  for  financial  assistance  under 
this  title  may  not  be  subject  to  any  review 
outside  of  officials  responsible  for  the  ad- 
ministration of  the  Minority  Science  and 
Engineering  Improvement  Programs. 
"advisory  provisions 
"Sec.  1045.  (a)  Advisory  Board  for  the 
Minority  Science  and  Engineering  Improve- 
ment Programs.— There  shall  be  established 
an  Advisory  Board  for  the  Minority  Science 
and  Engineering  Improvement  Programs. 
The  Board  shall  consist  of  9  members,  at 
least  6  of  whom  must  be  racial  and  national 
origin  minority  scientists,  engineers,  or  sci- 
ence or  engineering  educators.  In  constitut- 
ing the  initial  Board  under  subsection  (c). 
efforts  shall  be  made  to  achieve  a  balance  on 
the  Board  with  respect  to  sexual,  geographic, 
and  institutional  background. 

"(b)  Purposes  of  the  Board.— The  Board 
shall  act  as  an  advisory  group  to  the  pro- 


gram. Drawing  on  the  expertise  of  members, 
the  Board  will  recommend  to  the  Secretary 
and  the  director  of  the  program  those  poli- 
cies, procedures,  and  other  measures  which 
will  further  the  efforts  made  through  the 
program  to  improve  the  quality  of  science 
and  engineering  education  by  contributing 
to  the  access  and  retention  of  ethnic  minori- 
ties in  science  and  engineenng  education 
programs.  Upon  the  request  of  the  Secretary, 
the  Board  may  be  called  upon  to  advise  the 
Secretary  on  any  matters  within  the  Depart- 
ment which  could  be  expecUd  to  have  an 
impact  on  the  access  of  minority  students  to 
careers  in  science,  mathematics,  or  engineer- 
ing. 

"(c)  Constitution  of  Board.— The  initial 
Board  shall  be  constituted  in  as  follows: 

"(1)  The  Director  of  the  Programs  shall  so- 
licit nominations  for  the  Board  from 
present  and  past  grant  recipients  of  the  Mi- 
nority Institutions  Science  Improvement 
Program.  The  Director  shall  select  from 
among  the  nominees  18  candidates  whose 
names  shall  be  given  to  the  Secretary. 

"(2)  The  Secretary  shall  choose  9  Board 
members  from  among  the  18  presented. 

"(3)  The  Secretary  shall  assign  3  Board 
members  to  a  3-year  term.  3  members  to  a  4- 
year  term,  and  3  members  to  a  5-year  term. 
Upon  expiration  of  these  initial  terms,  re- 
placement Board  members  shall  serve  for  3- 
year  terms.  Board  members  may  serve  more 
than  one  term. 

"(41  The  Chair  of  the  Board  shall  be  select- 
ed by  a  simple  majority  vote  of  Board  mem- 
bers and  will  serve  a  single  term. 

"(5)  Vacancies  on  the  Board  shall  be  filled 
by  the  Board  soliciting  nominees  from  insti- 
tutions eligible  to  receive  grants  through  the 
Program.  From  among  the  nominees  the 
present  and  immediate  past  Chair  of  the 
Board  shall  submit  at  least  2  nominees  for 
each  vacancy  to  the  Secretary,  who  shall  fill 
vacancies  from  among  the  names  submitted. 

"(d)  Compensation  of  the  Board.— Mem- 
lyers  of  the  Board  shall  receive  compensation 
at  a  rate  not  to  exceed  the  daily  equivalent 
of  the  maximum  annual  rate  of  basic  pay  in 
effect  for  grade  GS-15  of  the  General  Sched- 
ule for  each  day  (including  traveltime) 
during  which  they  are  engaged  in  the  actual 
performance  of  duties  vested  in  the  Board. 

"DEFINITIONS 

"Sec.  1046.  For  the  purpose  of  this  part— 

"(1)  The  term  'accredited'  means  currently 
certified  by  a  nationally  recognized  accred- 
iting agency  or  making  satisfactory  progress 
toward  achieving  accreditation. 

"(2)  The  term  'minority'  means  American 
Indian.  Alaskan  Native.  Black  (not  of  His- 
panic origin).  Hispanic  (including  persons 
of  Mexican.  Puerto  Rican.  Cuban,  and  Cen- 
tral or  South  American  origin),  Pacific  Is- 
lander or  other  ethnic  group  underrepresent- 
ed in  science  and  engineering. 

"(3)  The  term  'minority  institution'  means 
an  institution  of  higher  education  whose  en- 
rollment of  a  single  minority  or  a  combina- 
tion of  minorities  (as  defined  in  paragraph 
(2))  exceeds  50  percent  of  the  total  enroll- 
ment. The  Secretary  shall  verify  this  infor- 
mation from  the  data  on  enrollments  in  the 
higher  education  general  information  sur- 
veys (HEGIS)  furnished  by  the  institution 
to  the  Office  for  Civil  Rights,  Department  of 
Education. 

"(4)  The  term  'science'  means,  for  the  pur- 
pose of  this  program,  the  biological,  engi- 
neering, mathematical,  physical,  and  social 
sciences,  and  history  and  philosophy  of  sci- 
ence:   also    included    are    interdisciplinary 
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fields  which  are  comprised  of  overlapping 
areas  among  two  or  more  sciences. 

"<S)  The  term  'underrepresented  in  science 
and  engineering'  means  a  minority  group 
whose  number  of  scientists  and  engineers 
per  10.000  population  of  that  group  is  sub- 
stantially below  the  comparable  figure  for 
scientists  and  engineers  who  are  white  and 
not  of  Hispanic  origin. 

"161  The  term  institutional  grant'  means 
a  grant  that  supports  the  implementation  of 
a  coTnprehensive  science  improvement  plan, 
which  may  include  any  combination  of  ac- 
tivities for  improving  the  preparation  of  mi- 
nority students  for  careers  in  science. 

"<7)  The  term  'cooperative  grant'  means  a 
grant  that  assists  groups  of  nonprofit  ac- 
credited colleges  and  universities  to  work  to- 
gether to  conduct  a  science  improvement 
program. 

•■18)  The  term  design  projects'  means 
projects  that  assist  minority  institutions 
that  do  not  have  their  own  appropriate  re- 
sources or  personnel  to  plan  and  develop 
long-range  science  improvement  programs. 

"(S)  The  term  special  projects'  means— 

"lA)  a  special  project  grant  to  a  minority 
institution  which  support  activities  that— 

"til  improve  the  quality  of  training  in  sci- 
ence and  engineering  at  minority  institu- 
Jions:  or 

"(HI  enhance  the  minority  institutions' 
general  scientific  research  capabilities:  or 

■(B>  a  special  project  grant  to  any  eligible 
applicant  which  supports  activities  that— 

"HI  provide  a  needed  service  to  a  group  of 
eligible  minority  institutions:  or 

"(ill  provide  in-service  training  for  project 
directors,  scientists,  and  engineers  from  eli- 
gible minority  institutions. 

"AUTHORIZATIOM  OF  APPROPRIATIONS 

"Sec.  1047.  (ai  Althorizations.— There  are 
authorized  to  be  appropriated  to  carry  out 
the  purposes  of  this  part,  $7,500,000  for 
fiscal  year  1987.  and  such  sums  as  may  be 
necessary  for  the  4  succeeding  fiscal  years. 

"(bi  Appropriation  Limitation.— For  any 
fiscal  year.  SO  percent  of  the  funds  under 
this  part  shall  be  allocated  for  the  purpose  of 
section  1021.  33.33  percent  for  the  purpose  of 
section  1031.  and  16.67  percent  for  the  pur- 
pose of  section  1032. ". 

.SfX.  1003.  ISSI>\ATIVK  fRUJKlTS  AITHOKIXKl). 

Title  X  of  the  Act  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
part: 

"Part  C— Innovative  Projects  for  Communi- 
ty Services  and  Student  Financial  Inde- 
pendence 

"statement  of  purpose 
"Sec.  1061.  It  IS  the  purpose  of  this  part  to 
support  innovative  projects  in  order  to  de- 
termine the  feasibility  of  encouraging  stu- 
dent participation  in  community  service 
projects  in  exchange  for  educational  services 
or  financial  assistance  and  thereby  reduce 
the  debt  acquired  by  students  in  the  course 
of  completing  postsecondary  educational 
programs. 

"innovative  projects  for  community 
services  and  student  financial  independence 
'Sec.  1062.  <al  General  Authority.— The 
Secretary  is  authorized,  in  accordance  with 
the  provisions  of  this  part,  to  make  grants  to 
and  contracts  with  institutions  of  higher 
education  (including  combinations  of  such 
institutions!  and  inth  such  other  public 
agencies  and  nonprofit  private  organiza- 
tions as  the  Secretary  deems  necessary  for 
innovative  projects  designed  to  carry  out 
the  purpose  of  this  part 

"lb)  Appucations.—No  grant  may  be  made 
and  no  contract  may  be  entered  into  under 


this  section  unless  an  application  is  made 
at  such  time,  in  such  manner,  and  con- 
tained or  accompanied  by  such  information 
as  the  Director  may  require. 

"Id  Applicable  Procedures.— (II  No  ap- 
plication may  be  approved  under  subsection 
(b)  unless  the  National  Board  of  the  Fund 
for  Improvement  of  Postsecondary  Educa- 
tion, under  procedures  established  by  the  Di- 
rector, approves  the  application. 

"(21  The  provisions  of  section  1004(b)  shall 
apply  to  grants  made  under  this  part. 
'authorization  of  appropriations 

"Sec.  1063.  (ai  There  are  authorized  to  be 
appropriated  to  carry  out  this  part, 
S3. 000.000  for  fiscal  year  1987.  and  such 
sums  as  may  be  necessary  for  the  4  succeed- 
ing fiscal  years. 

"(bi  No  funds  may  be  appropriated  pursu- 
ant  to  subsection   (a)  for  any  fiscal  year 
unless  funds  are  appropriated  for  part  A  of 
this  title  for  such  fiscal  year. ". 
SA.r.  1004.  1E(  H\H  \L  \»KM»lt:ST. 

The  headings  of  title  X,  and  of  part  A  of 
title  X.  of  the  Act  are  amended  to  read  as 
follows: 

"Part  A— Fund  for  the  Improvement  of 
Postsecondary  Education" 
TITLE    XI-PARTNERSHIPS    FOR     ECO- 
NOMIC   DEVELOPMENT   AND    URBAN 
COMMUNITY  SER  VICE 
sKc.  1 101. 1'mK.Niv M  rn()Ri/.t:ii. 

Title  XI  of  the  Act  is  amended  to  read  as 
follows: 
"TITLE   XI  -PARTNERSHIPS    FOR    ECO- 
NOMIC   DEVELOPMENT   AND    URBAN 
COMMUNITY  SER  VICE 
"Part  A— Partnerships  for  Economic 
Development 

"FINDINGS  and  PURPOSE 

"Sec.  1101.  (a)  FiNDiNas.—The  Congress 
finds  that— 

'"(1)  there  is  a  need  for  more  systematic 
and  comprehensive  efforts  to  link  postsec- 
ondary education  institutions  with  State 
and  local  governments,  labor,  business,  in- 
dustry, and  community  organizations,  in 
order  to  meet  local  problems,  and  to  plan, 
maintain,  and  attract  lasting  economic  im- 
provement: 

•"(2)  effective  economic  development  is  en- 
hanced by  the  active  participation  of  post- 
secondary  education  institutions: 

"(3)  the  economic  vitality  and  interna- 
tional competitiveness  of  the  United  States 
depends  on  using  all  available  resources: 
and 

"(4)  Federal  leadership  is  critical  to  pro- 
moting such  competitiveness  efforts. 

"'(b)  Purpose.  — The  purpose  of  this  part  is 
to  encourage  the  involvement  of  postsecond- 
ary education  institutions  with  units  of 
government,  labor,  business,  industry,  and 
community  organizations  to— 

'"(1)  conduct  planning,  research,  and  ac- 
tivities which  promote  economic  develop- 
ment and  the  expansion  and  retention  of 
jobs  on  the  local.  State,  and  regional  level: 

"(21  develop  programs  for  job  retraining 
and  expanding  business  and  industry  oppor- 
tunities in  the  area: 

"(3)  enhance  local  growth  initiatives 
through  utilization  of  their  expertise  in  eco- 
nomic and  community  development:  and 

"(4)  demonstrate  new  approaches  to  eco- 
nomic development  partnerships  and  to 
make  them  available  to  other  areas  of  the 
Nation. 

"USE  OF  economic  development  funds 
"Sec.  1102.  fa)  Allowable  Activities.— An 
eligible  institution  or  consortium  of  such  in- 
stitutions may  apply  for  assistance  under 
this  part  to  support— 


"(1)  planning  and  research  (including  ap- 
plied research)  directed  at  solving  local  eco- 
nomic development  problems,  promoting 
growth,  and  improving  productivity: 

"(2)  resource  exchanges  between  faculty, 
government  personnel,  and  private  sector 
experts  in  economic  development  activities; 
and 

"(3)  any  combination  of  the  activities  de- 
scribed in  subparagraphs  (A)  and  (B)  which 
promote  local  economic  development. 

"(b)  Special  Projects  Authorized.— Spe- 
cial projects  which  may  be  supported  under 
subsection  (a)(2)  are  projects  which  address 
broad  or  national  economic  development 
issues,  are  innovative  in  their  approach, 
and  hold  promise  of  application  beyond  the 
area  served.  Such  projects  may  include— 

"(1)  the  application  of  technology  research 
to  manufacturing  aspects  of  mature  indus- 
tries in  a  region  or  State: 

"(2)  the  design  and  development  of  techni- 
cal assistance  centers  based  at  eligible  insti- 
tutions which  will  provide  an  integrated 
program  of  education,  research,  and  tech- 
nology transfer  to  business  and  industry: 

"(3)  projects  to  support  entrepreneurship 
training  and  technical  assistance:  and 

""(4)  projects  to  develop  new  approaches  or 
complement  efforts  to  explore,  expand,  and 
foster  opportunities  for  international  busi- 
ness and  trade. 

"(c)  Dissemination  Projects.— In  addition 
to  the  activities  described  in  subsections  (a) 
and  (bi.  the  Secretary  is  authorized  to  make 
a  limited  number  of  grants  to  identify  and 
disseminate  effective  models  and  techniques 
which  use  partnerships  between  postsecond- 
ary education  institutions  and  others  in- 
volved in  economic  development  to  support 
economic  improvement. 

"(d)  Ma.ximum  Grant.— The  maximum 
grant  awarded  under  subsection  (a)  for  any 
fiscal  year  shall  be  $50,000,  except  that  the 
limitation  contained  in  this  paragraph  shall 
not  apply  in  the  case  of  an  application  sub- 
mitted by  a  consortium  of  eligible  institu- 
tions. 

"requirements  for  economic  development 

GRANT  APPLICA  TIONS 

"Sec.  1103.  fa)  Local  Involvement.— The 
Secretary  may  make  grants  under  this  part 
to  an  eligible  institution  or  consortium  of 
such  institutions  that  demonstrates  in  its 
application  a  proposed  program  that  will 
involve  the  active  participation  of  and  com- 
mitment of  resources  and  personnel  by— 

"(1)  local  or  State  units  of  governments: 

"(2)  business  or  industry: 

"(3)  labor  unions  or  union  representa- 
tives: and 

"(4)  nonprofit  organizations  concerned 
with  economic  development  in  the  area  to  be 
served. 

"(b)  General  CoNDiTiONS.-Each  applica- 
tion under  this  part  shall  be  filed  with  the 
Secretary  at  such  time  or  times  as  the  Secre- 
tary may  prescribe.  The  application  shall— 

"fV  set  forth  a  program  which  is  likely  to 
make  substantial  progress  toward  achieving 
the  purposes  of  this  part: 

"'(21  provide  for  an  effective  dissemination 
of  information  on  successful  results  of  the 
activities: 

"(3)  provide  assurances  that  an  assess- 
ment has  been  made  of  Federal  and  State  re- 
sources and  that  the  resources  are  unavail- 
able for  the  proposed  activity; 

"'(4)  descrH>e  the  consultation  and,  if  ap- 
propriate, coordination  with  other  Federal 
and  State  economic  development  efforts: 

"'(5)  contain  assurances  that  the  eligible 
institution  will,  to  the  extent  practicable. 
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coordinate  its  use  of  resources  available  for 
student  assistance  in  a  manner  which  will 
support  the  activities  conducted  under  this 
part; 

"(6/  describe  how  the  plan  fits  into  the 
overall  economic  development  plan  for  the 
area  to  be  served,  contributes  to  long-term 
economic  growth  and  employment  opportu- 
nities, and  furthers  the  goals  of  the  postsec- 
ondary  education  institution;  and 

"17)  contain  such  other  information  and 
assurances  as  the  Secretary  may  require  by 
regulation. 

"(c)  Special  Consideration.— In  making 
grants  under  this  part,  the  Secretary  shall 
give  special  consideration  to  applications 
which— 

"(1)  propose  to  serve  an  area  which— 

"(A)  has  an  unemployment  rate  1  percent 
above  the  national  average  unemployment 
rate  for  the  most  recent  24-month  period,  or 

"(B)  has  experienced  or  is  about  to  experi- 
ence sudden  economic  dislocation  resulting 
in  job  loss  that  is  significant,  both  in  terms 
of  the  number  of  jobs  eliminated  and  the 
effect  upon  the  employment  rate  of  the  area; 

"(2)  are  submitted  by  a  consortia  of  post- 
secondary  education  institutions,  including 
4-  and  2-year,  public  and  private  postsec- 
ondary  education  institutions,  and  provides 
a  regional  geographic  approach  to  solving 
economic  development  problems;  or 

"(3)  develop  approaches  which  promote 
economic  diversification  for  rural  areas  or 
areas  whose  economy  is  dependent  upon  a 
single  industry  or  single  employer. 

"Part  B—  Urban  Community  Ser  vice 
"purpose 

"Sec.  nil.  It  is  the  purpose  of  this  part  to 
encourage  the  use  of  urban  universities  as 
sources  of  skills,  talents,  and  knowledge 
which  can  serve  the  urban  areas  in  which 
they  are  located  in  meeting  urban  problems. 

"USE  OF  URBAN  COMMUNITY  SERVICE  FUNDS 

"Sec.  1112.  (a)  Allowable  Activities.— An 
eligible  institution  that  is  an  urban  univer- 
sity, or  consortium  of  such  institutions,  may 
apply  for  assistance  under  this  part  to  sup- 
port cooperative  projects  through  which 
such  universities  provide  urban  areas  with 
applied  research,  planning  services,  special- 
ized training,  technical  assistance  or  other 
services  to  address  high  priority  needs  of 
such  urban  areas. 

"(b)  Priority  Needs.— Each  eligible  urban 
university  shall  establish  high  priority  needs 
through  consultation  with  local  govern- 
ment, business,  labor,  or  community-based 
organizations. 

"contents  for  applications  for  urban 
community  services  projects 

"Sec.  1113.  (a)  Evaluation  and  Selection 
OF  Applications.— An  application  submitted 
under  this  part  shall— 

"(1)  contain  assurances  that  the  chief  ex- 
ecutive officer  of  the  local  government  has 
been  given  a  reasonable  opportunity  to 
review  and  comment  .  on  the  proposed 
project  or  projects;  and 

"(2)  show  participation  of  any  local 
agency  of  general  government  and  of  the 
community  in  the  development  and  imple- 
mentation of  each  project  for  which  assist- 
ance is  sought. 

"(b)  Selection  Priorities.— The  Secretary 
shall  give  priority  to  applications  which 
contain  cooperative  arrangements  among 
urban  universities,  community  colleges,  and 
other  institutions  of  higher  education  and 
other  entities  in  the  public,  private,  and 
nonprofit  sectors  within  an  urban  area. 


"Part  C— General  Provisions 
"administrative  provisions 

"Sec.  1121.  la)  Peer  Review.— The  Secre- 
tary shall  designate  a  peer  review  panel  to 
review  applications  submitted  under  parts  A 
and  B  of  this  title  and  make  recommenda- 
tions for  funding  to  the  Secretary.  In  select- 
ing the  peer  review  panel,  the  Secretary  shall 
consult  with  other  appropriate  Cabinet-level 
officials  and  non-Federal  organizations,  to 
ensure  that  the  panel  will  be  geographically 
balanced  and  be  composed  of  an  equal 
number  of  representatives  from  public  and 
private  higher  education,  labor,  business, 
and  State  and  local  government  who  have 
expertise  in  economic  development  and 
urban  community  service. 

"lb)  Duration  of  Grants.— Subject  to  the 
availability  of  appropriations,  grants  under 
parts  A  and  B  may  be  made  on  a  multiyear 
basis,  except  that  no  institution,  individual- 
ly or  as  a  participant  in  a  combination  of 
such  institutions  may  receive  a  grant  for 
one  project  for  more  than  5  years. 

"ic)  Geographic  DtSTRiBuriON.-The  Secre- 
tary shall  award  grants  under  parts  A  and  B 
in  such  a  manner  as  to  achieve  broad  and 
equitable  distribution  of  assistance  through- 
out the  Nation. 

"Id)  Non-Fedexal  Match  Required.— An 
applicant  under  parts  A  and  B  and  the  orga- 
nizations associated  with  its  application 
shall  contribute  to  the  conduct  of  the  pro- 
gram supported  by  the  grant  an  amount 
from  non-Federal  sources  equal  to  at  least 
one-fourth  the  amount  of  the  grant,  which 
contribution  may  be  in  cash  or  in  services, 
supplies,  or  equipment. 

"(e)  Waiver  of  Matching  Requirement.— 
The  Secretary  may  waive  the  requirement  of 
subsection  Id)  with  respect  to  an  eligible  in- 
stitution that  demonstrates  a  unique  hard- 
ship that  precludes  its  compliance  with  that 
requirement. 

"authorization  of  appropriations 

"Sec.  1122.  There  are  authorized  to  be  ap- 
propriated to  carry  out  parts  A  and  B  of  this 
title  S15.000.000  for  fiscal  year  1987  and 
such  sums  as  may  be  necessary  for  each  of 
the  4  succeeding  fiscal  years.  The  Secretary 
shall  allocate  66  2/3  percent  of  the  funds  ap- 
propriated under  this  title  for  part  A  and  33 
1/3  percent  for  part  B. 

"definitions 

"Sec.  1123.  As  used  in  this  title— 

"(1)  the  term  'eligible  institution'  has  the 
meaning  given  such  term  by  section  435ia) 
of  this  Act; 

"(2)  the  term  urban  area'  means  a  metro- 
politan statistical  area  having  a  population 
of  not  less  than  500,000  individuals;  or  in 
any  State  which  does  not  have  a  standard 
metropolitan  statistical  area  which  has  such 
a  population,  the  entity  of  the  State  hainng 
an  agreement  under  section  1203  may,  or  if 
no  such  entity  has  an  agreement,  the  Secre- 
tary shall  designate  one  urban  area  for  the 
purpose  of  this  part;  and 

"(3)  the  term  urban  university'  mean^  an 
institution  of  higher  education  or  a  consor- 
tium of  institutions  of  higher  education, 
any  one  of  which  meets  all  the  requirements 
of  this  paragraph  which— 

"(A)  is  located  in  an  urban  area, 

"(B)  draws  a  substantial  portion  of  its  un- 
dergraduate students  from  the  urban  area  in 
which  it  is  located  or  contiguous  students 
from  the  urban  area  in  which  it  is  located  or 
contiguous  areas, 

"(C)  carries  out  programs  to  make  postsec- 
ondary  education  opportunities  more  acces- 
sible to  residents  of  such  urban  area  or  con- 
tiguous areas. 


"ID)  has  the  present  capacity  to  provide 
resources  responsive  to  the  needs  and  prior- 
ities of  such  urban  area  and  contiguous 
areas, 

"(E)  offers  a  range  of  professional  or  grad- 
uate programs  sufficient  to  sustain  its  ca- 
pacity to  provide  such  resources,  and 

"(F)  has  demonstrated  and  sustaiJied  a 

sense  of  responsibility  to  such  urban  area 

and  contiguous  areas  and  its  people. 

"Part  D— Wagner  Institute  of  Urban 

Public  Policy 

"purpose:  designation 

"Sec.  1131.  It  is  the  purpose  of  this  part  to 
provide  assistance  to  the  City  University  of 
New  York  to  enable  the  University  to  estab- 
lish a  center  to  coordinate  resources  for  the 
development  of  solutions  to  pressing  urban 
and  social  problems.  The  institute  shall  be 
known  as  the  'Robert  F.  Wagner,  Sr.  Insti- 
tute of  Urban  Public  Policy'  (hereafter  in 
this  part  referred  to  as  the  'Institute'). 
"application  for  and  use  of  funds 

"Sec.  1132.  la)  Application.— No  payment 
may  be  made  under  this  part  except  upon 
application  at  such  time,  in  such  manner, 
and  containing  or  accompanied  by  such  in- 
formation as  the  Secretary  may  require. 

"lb)  Use  of  Funds.— Payments  made  under 
this  part  may  be  used  by  the  City  University 
of  New  York  to  establish  and  operate  the  In- 
stitute and  to  support  the  following  activi- 
ties of  the  institute: 

"ID  The  Institute  shall  inventory  and 
assess  academic  research,  education,  and 
training  capabilities  with  respect  to  urban 
redevelopment  strategies.  The  Institute  shall 
ensure  that  information  derived  from  this 
activity  shall  be  available  for  use  in  public 
policy  debates  on  solutiOTis  to  urban  prob- 
leTns. 

"12)  The  Institute  shall  conduct  a  series  of 
forums  to  promote  and  coordinate  decision- 
making on  urban  problems.  Such  forums 
shall  be  focused  upon  such  issues  as  econom- 
ic development,  youth  employment,  law  en- 
forcement, education,  services  to  the  elderly, 
health  care  delivery  systems,  and  immigra- 
tion patterns.  Participants  in  such  forums 
shall  be  drawn  from  Federal.  State,  and 
local  government,  the  business  and  profes- 
sional community,  labor,  education,  and 
community  based  organizations. 

•13)  In  developing  topics  for  the  forums  to 
be  conducted  under  paragraph  i2i.  and  in 
establishing  priorities  for  the  allocation  of 
its  resources,  the  Institute  shall  establish 
and  regularly  consult  with  an  advisory 
council  of  urban  advisors  representing  lead- 
ers in  government,  business,  labor,  educa- 
tion, and  community  based  operations. 

"14)  The  Institute  shall  prepare  and  pub- 
lish reports  on  the  forums  conducted  pursu- 
ant to  paragraph  12)  and  publish  and  dis- 
seminate the  results  of  its  research  activi- 
ties. 

"AUTHORIZATION  OF  APPROPRIATIONS 

"Sec.  1133.  There  are  authorized  to  be  ap- 
propriated to  carry  out  this  part  $2,000,000, 
which  may  remain  available  until  expend- 
ed." 

TITLE  XII-GENERAL  PROVISIONS 

SSC.  1201.  TRKATMEST  OF  TERRITORIES  ASD  TERRI- 
TORIAL STIDEST  A.SIilSTA.\CE. 

Section  1204  of  the  Act  is  amended— 
ID  by  striking  out  the  first  sentence  of 
subsection  la)  and  inserting  in  lieu  thereof 
the  following:  "Within  6  months  after  the 
date  of  enactment  of  the  Higher  Education 
Amendments  of  1986,  the  Secretary  shall  pro- 
mulgate regulations  in  accordance  with  the 
recommendations    in    the    report    entitled 
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'Postsecondary  Education  in  the  U.S.  Terri- 
tories' (May  1982J  in  order  to  adapt  pro- 
grams under  this  Act  to  the  needs  of  Guam, 
the  Virgin  Islands,  American  Samoa,  the 
Trust  Territory  of  the  Pacific  Islands,  and 
the  Northern  Mariana  Islands. ": 

12)  by  striking  out  "October  1.  1985"  in 
subsection  icJ  and  inserting  in  lieu  thereof 
"October  1.  1991,":  and 

(3)  by  striking  out  subsection  (b).  by  redes- 
ignating subsection  (a)  as  subsection  (b), 
and  by  inserting  before  such  subsection  the 
following  new  subsection: 

"(a)  The  Secretary  is  required  to  waive  the 
eligibility  criteria  of  any  postsecondary  edu- 
cation program  administered  by  the  Depart- 
ment where  such  criteria  does  not  take  into 
account  the  unique  circumstances  in  Guam, 
the  Virgin  Islands,  American  Samoa,  the 
Trust  Territories  of  the  Pacific  Islands,  and 
the  Northern  Mariana  Islands.  Priority  shall 
be  given  to  proposals  submitted  by  these  ter- 
ritories which  otherwise  meet  program  crite- 
ria." 

SEC.  Il»2.  KeAlTHOR/ZATlOy  Of  THE  \.\TIOS.il.  AD- 
VISORY COMMITTEE  OS  ACCREDITA- 
TIOS  ASD  ISSTITVTIOSAL  EI.IUIRII.ITY. 

Section  IZOSif)  of  the  Act  is  amended  by 
striking  out  'September  30.  1985"  and  in- 
serting in  lieu  thereof  "September  30,  1991". 

SEC.  litl.  COMMISSloy  to  snor  PitSTSECO\HAR} 
ISSTITI  TIO\A  I.  A  M)  PRIHiRA  MM  A  TU 
RECOdMTIOS  HRmESS. 

Title  XII  of  the  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  section: 

"COMMISSION  TO  STUDY  POSTSECONDARY  INSTl- 
TVTIONAL  AND  PROGRAMMATIC  RECOGNITION 
PROCESS 

"Sec  1206.  la)  There  is  established  in  the 
legislative  branch  a  Joint  Study  Commis- 
sion on  Postsecondary  Institutional  Recog- 
nition (hereafter  in  this  section  referred  to 
as  the  'Commission '). 

"(b)  The  Commission  shall  t>e  composed  of 
5  members  appointed  jointly  by  the  Presi- 
dent pro  tempore  of  the  Senate,  upon  the 
recommendation  of  the  Majority  Leader  and 
the  Minority  Leader,  and  by  the  Speaker  of 
the  House  of  Representatives,  upon  the  rec- 
ommendation of  the  Majority  Leader  and 
the  Minority  Leader. 

"(c)(1)  Members  of  the  Commission  shall 
6e  appointed,  on  the  basis  of  their  integrity, 
impartiality,  and  good  judgment,  from 
among  individuals  who.  as  a  result  of  their 
training,  experience,  and  attainment,  are 
widely  recognised  by  professionals  in  the 
fields  of  education  and  governmental  ad- 
ministration as  experts  in  those  fields. 

"(2)  A  majority  of  the  memt>ers  of  the  Com- 
mission may  not,  at  the  time  of  their  ap- 
pointment, be  serving  as  either  employees  or 
officers  of  any  accrediting  agency  or  an  or- 
ganization of  accrediting  agencies,  current- 
ly serving  as  administrators  of  accredited 
institutions,  or  be  current  or  past  members 
of  the  Advisory  Committee  on  Accreditation 
and  Institutional  Eligibility  of  the  Depart- 
ment 

"(3)  Vacancies  in  the  membership  of  the 
Commission  shall  not  affect  the  power  of  the 
remaining  members  to  perform  the  duties  of 
the  Commission  and  shall  be  filled  in  the 
same  manner  in  which  the  original  appoint- 
ment was  made. 

"(4)  Each  memt>er  of  the  Commission  not 
otherwise  employed  by  the  United  States 
(jovemment  shall  receive  the  daily  equiva- 
lent of  the  annual  basic  pay  for  level  V  of 
the  Executive  Schedule  under  section  5316  of 
title  5.  United  States  Code,  for  each  day 
during  which  such  member  is  actually  en- 
gaged in  the  performance  of  the  duties  of  the 
CommissiorL  Each  member  of  the  Commis- 


sion shall  be  allowed  travel  expenses  in  the 
same  manner  as  any  individual  employed 
intermittently  by  the  Federal  Government  is 
allowed  travel  expenses  under  section  5703 
of  title  5,  United  States  Code. 

"(d)(1)  The  Commission  shall  conduct  a 
thorough  study  of  the  institutional  and  pro- 
grammatic recognition  process  used  by  the 
Department  in  determining  institutional  or 
programmatic  eligibility  for  student  partici- 
pation in  Federal  student  assistance  pro- 
grams under  this  Act  with  attention  being 
given  to  the  accreditation  of  various  types 
of  public  and  private  postsecondary  institu- 
tions and  programs. 

"(2)  The  study  shall  address,  analyze,  and 
report  specifically  on— 

"(A)  the  comprehensiveness  of  the  stand- 
ards and  criteria  used  by  existing  accredita- 
tion agencies: 

"(B)  the  reliability  and  validity  of  the  in- 
stitutional and  programmatic  review  proc- 
esses used  by  the  existing  accreditation 
agencies: 

"(C)  the  adequacy  of  the  current  accredita- 
tion methodology  and  system: 

"(D)  alternative  structures,  standards,  cri- 
teria, and  processes  that  might  be  used  in 
accrediting  institutions  and  programs: 

"(E)  the  indicators  of  educational  quality 
that  might  be  incorporated  into  the  accredi- 
tation process: 

"(F)  the  educational  outcome  measure- 
ments that  might  be  used  in  the  accredita- 
tion process: 

"(G)  the  indicators  of  institutional  and 
programmatic  quality  that  should  be  provid- 
ed to  applicants  and  students:  and 

"(H)  alternative  approaches  that  might  be 
used  by  the  Secretary  for  institutional  and 
programmatic  recognition  to  permit  student 
participation  in  Federal  student  assistance 
programs, 

as  each  factor  bears  on  eligibility  for  par- 
ticipation in  Federal  student  assistance  pro- 
grams. 

"(3)  The  study  shall  also  include  an  analy- 
sis of— 

"(A)  the  processes  and  procedures  current- 
ly utilized  by  the  Secretary  and  the  Depart- 
ment in  determining  institutional  and  pro- 
gram eligibility  for  receiving  Federal  stu- 
dent assistance  funds: 

"(B)  the  operations  and  effectiveness  in 
carrying  out  eligibility  determination  of  the 
division  of  the  Department  referred  to  as  the 
Division  of  Eligibility  and  Agency  Evalua- 
tion': 

"(C)  review  of  alternatives  to  accredita- 
tion in  determining  eligibility  and  their  ac- 
ceptability: 

"(D)  the  role  and  effectiveness  of,  partici- 
pation agreements,  ttetween  institutions  and 
programs  and  the  Department  in  determin- 
ing specific  institutional  program  eligibility 
for  Federal  funds: 

"(E)  the  ability  of  the  Department  to  en- 
force conditions  specified  in  participation 
agreements,  including  institutional  and 
program  audits: 

"(F)  the  current  status,  functioning,  and 
effectiveness  of  the  National  Advisory  Com- 
mittee on  Accreditation  and  Institutional 
Eligibility,  including  its  role  in  developing 
criteria  for  recognition  of  accrediting  agen- 
cies and  evaluating  their  success  in  assess- 
ing the  quality  of  the  education  or  training 
offered. 

"(e)  The  Commission  shall  adopt  proce- 
dures alloioing  any  interested  part]/  to 
submit  information  with  respect  to  the  rec- 
ognition process,  inclttding  critiques  of  cur- 
rent accrediting  agency  recognition  proce- 
dures, accreditation  procedures,  possible  al- 
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temative  procedures,  and  proposed  changes 
in  criteria  for  recognition  of  individual  ac- 
crediting agencies. 

"(f)  The  Commission  shall  prepare  a  nar- 
rative and  statistical  report  consisting  of— 

"(1)  an  overview  description  of  the  volun- 
tary accrediting  process  used  for  postsecond- 
ary education  in  the  United  States:  and 

"(2)  a  brief  description  of  each  accrediting 
agency  recognized  by  the  Department 
The  report  shall  include  at  least  a  statement 
of  the  agency's  purpose  and  a  description  of 
the  organizational  and  governance  struc- 
ture of  the  agency,  the  agency's  accredita- 
tion and  visitation  procedures,  employers  of 
members  of  the  accrediting  agency's  govern- 
ing body,  the  agency's  sources  of  financial 
support  and  such  background  information 
as  the  Commission  may  request  from  the 
agency  regarding  the  number  of  members, 
number  of  candidates  for  accreditation, 
number  of  members  voluntarily  withdrawn 
after  membership,  number  of  applications 
withdrawn  before  membership,  number  of 
members  dropped,  and  number  of  applicants 
denied  accreditation.  The  report  shall  in- 
clude the  types  of  information  shared 
among  the  various  accrediting  agencies,  the 
degree  of  duplication  among  accrediting 
agencies  in  the  current  system,  and  an  anal- 
ysis of  reported  complaints  by  the  agency 
and  its  member  institutions  and  programs. 

"(g)  The  Commission  shall  also  prepare  a 
report  on— 

"(1)  the  history,  operation,  procedures, 
and  the  role  and  adequacy  of  stajf  of  the  di- 
vision described  in  subsection  (e)(3)(B): 

""(2)  the  history  and  current  operations  of 
the  National  Advisory  Committee  on  Accred- 
itation and  Institutional  Eligibility,  includ- 
ing current  criteria  for  Federal  recognition 
of  accrediting  bodies,  how  the  criteria  were 
developed,  possible  modifications,  and  pro- 
cedures for  accomplishing  this:  and 

""(3)  with  respect  to  the  Department  in 
general  an  overview  of  its  role  in  the  insti- 
tutional and  programmatic  recognition 
process  as  it  relates  to  eligibility  for  Federal 
student  assistance,  including  recommenda- 
tions, if  appropriate,  on  how  this  role  might 
be  changed  and  improved. 

""(h)(1)(A)  By  agreement  between  the  Presi- 
dent pro  tempore  of  the  Senate  and  the 
Speaker  of  the  House  of  Representatives,  the 
Commission  is  authorized  to  secure  on  a  re- 
imbursable basis,  office  space,  clerical  per- 
sonnel, travel  expenses,  and  such  supplies 
and  equipment  as  may  be  necessary  for  the 
Commission  to  carry  out  the  study. 

""(B)  Subject  to  such  limitations  as  the 
President  pro  tempore  of  the  Senate  and  the 
Speaker  of  the  House  of  Representatives 
may  jointly  prescribe,  the  Commission  may 
appoint  such  personnel  as  the  Commission 
deems  necessary  and  fix  the  compensation 
at  an  annual  rate  that  does  not  exceed  the 
rate  of  basic  pay  then  payable  for  GS-18  of 
the  General  Schedule  under  section  5332  of 
title  5,  United  States  Code,  and  may  procure 
by  contract  the  temporary  and  intermittent 
services  of  clerical  personnel  and  experts  or 
consultants,  or  organizations  thereof. 

'"(2)  In  conducting  the  study  authorized  by 
this  section,  the  Commission  is  authorized 
to- 

"'(A)  seek  such  assistance  and  support  as 
may  be  required  to  conduct  the  study  from 
appropriate  Federal  agencies: 

"(B)  arrange  for  the  detail  of  staff  person- 
nel from  other  Federal  agencies; 

""(C)  enter  into  contracts  and  make  other 
arrangements,  as  may  6e  necessary  for  the 
conduct  of  the  study; 
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"(D)  convene  such  technical  groups  as 
deemed  necessary  to  secure  information 
about  the  existing  recognition  process:  and 

"<E>  provide  transportation  and  subsist- 
ence for  persons  serving  without  compensa- 
tion. 

"13)  Upon  request  by  the  Commission,  the 
head  of  any  Federal  agency  is  authortied  to 
detail,  on  a  reimbursable  basis,  any  of  the 
personnel  of  such  agency  to  the  Commission 
to  assist  in  the  conduct  of  the  study. 

"li)  The  Commission  shall  submit  a  report 
of  the  findings  and  recommendations  of  the 
study  required  by  this  section  to  the  Postsec- 
ondary  Education  Subcommittee  of  the  Edu- 
cation and  Labor  Committee  of  the  House  of 
Representatives  and  the  Subcommittee  on 
Education.  Arts,  and  Humanities  of  the 
Labor  and  Human  Resources  Committee  of 
the  Senate  not  later  than  one  year  after 
funds  are  appropriated  and  made  available 
for  this  study. 

"(j)  There  are  authorized  to  be  appropri- 
ated $1,000,000  to  carry  out  the  study  au- 
thorised by  this  section. ". 
SEC.  I2U.  sTinf:.\T HKPKf:s/i\r.*rio.\. 

Title  XII  of  the  Act  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
section: 

"STUDENT  REPRESENTATION 

"Sec.  1207.  The  Secretary  shall,  in  ap- 
pointing individuals  to  any  commission, 
committee,  board,  panel,  or  other  body  in 
connection  with  the  administration  of  this 
Act,  include  individuals  who  are,  at  the  time 
of  appointment,  attending  an  institution  of 
higher  education. ". 

SEC  liOi.  FISASCIAI.  RESPOSSIKILITY  OF  EOREICS 
STIOESTS. 

Title  XII  of  the  Act  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
section: 

"FINANCIAL  RESPONSIBILITY  OF  FOREIGN 
STUDENTS 

"Sec.  1208.  Nothing  in  this  Act  or  any 
other  Federal  law  shall  be  construed  to  pro- 
hibit any  institution  of  higher  education 
from  requiring  a  student  who  is  a  foreign 
national  (and  not  admitted  to  permanent 
residence  in  the  United  States)  to  guarantee 
the  future  payment  of  tuition  and  fees  to 
such  institution  by  (I)  making  advance  pay- 
ment of  such  tuition  and  fees.  (2)  making 
deposits  in  an  escrow  account  administered 
by  such  institution  for  such  payments,  or  (3) 
obtaining  a  bond  or  other  insurance  that 
such  payments  will  be  made. ". 

.SEC  1206.  DISCLOSIRES  OF  FOHEICS  (ilFTS. 

(a)  General  Rule.— Title  XII  of  the  Act  is 
further  amended  by  adding  at  the  end  there- 
of the  following  new  section: 

"DISCLOSURES  OF  FOREIGN  GIFTS 

"Sec.  1209.  (a)  Whenever  any  institution 
receives  a  gift  from  or  enters  into  a  contract 
with  a  foreign  source,  the  value  of  which  is 
$250,000  or  more,  considered  alone  or  in 
combination  with  all  other  gifts  from  or 
contracts  with  that  foreign  source  within  a 
calendar  year,  the  institution  shall  file  a 
disclosure  report  with  the  Secretary  on  Jan- 
uary 31  or  July  31.  whichever  is  sooner. 

"(b)  Each  report  to  the  Secretary  required 
by  this  Act  shall  contain: 

"(1)  For  gifts  received  from  or  contracts 
entered  into  with  a  foreign  source  other 
Uian  a  foreign  government,  the  aggregate 
dollar  amount  of  such  gifts  and  contracts 
attributable  to  a  particular  country.  The 
country  to  which  a  gift  is  attributable  is  the 
country  of  citizenship,  or  if  unknown,  the 
principal  residence  for  a  foreign  source  who 
is  a  natural  person,  and  the  country  of  in- 
corporation, or  if  unknown,  the  principal 


place  of  business,  for  a  foreign  source  which 
is  a  legal  entity. 

"(2)  For  gifts  received  from  or  contracts 
entered  into  with  a  foreign  government,  the 
aggregate  amount  of  such  gifts  and  con- 
tracts received  from  each  foreign  govern- 
ment 

"(c)  Notwithstanding  the  provisions  of 
subsection  (b),  whenever  any  institution  re- 
ceives a  restricted  or  conditional  gift  or  con- 
tract from  a  foreign  source,  the  institution 
shall  disclose: 

"(1)  For  such  gifts  received  from  or  con- 
tracts entered  into  with  a  foreign  source 
other  than  a  foreign  government  the 
amount  the  date,  and  a  description  of  such 
conditions  or  restrictions.  The  report  shall 
also  disclose  the  country  of  citizenship,  or  if 
unknown,  the  principal  residence  for  a  for- 
eign source  which  is  a  natural  person,  and 
the  country  of  incorporation,  or  if  un- 
known, the  principal  place  of  business  for  a 
foreign  source  which  is  a  legal  entity. 

"(2)  For  gifts  received  from  or  contracts 
entered  into  with  a  foreign  government  the 
amount,  the  date,  a  description  of  such  con- 
ditions or  restrictions,  and  the  name  of  the 
foreign  government 

"(d)(1)  If  an  institution  described  under 
subsection  (a)  is  within  a  State  which  has 
enacted  requirements  for  public  disclosure 
of  gifts  from  or  contracts  with  a  foreign 
source  that  are  substantially  similar  to  the 
requirements  of  this  section,  a  copy  of  the 
disclosure  report  filed  with  the  State  may  be 
filed  with  the  Secretary  in  lieu  of  a  report 
required  under  subsection  (a).  The  State  in 
which  the  institution  is  located  shall  pro- 
vide to  the  Secretary  such  assurances  as  the 
Secretary  may  require  to  establish  that  the 
institution  has  met  the  requirements  for 
public  disclosure  under  State  law  if  the 
State  report  is  filed 

"(2)  If  an  institution  receives  a  gift  from. 
'  or  enters  into  a  contract  with,  a  foreign 
source,  where  any  other  department  agency, 
or  bureau  of  the  executive  branch  requires  a 
report  containing  requirements  substantial- 
ly similar  to  those  required  under  this  Act  a 
copy  of  this  report  may  be  filed  with  the  Sec- 
retary in  lieu  of  a  report  required  under  sub- 
section (a). 

"(e)  All  disclosure  reports  required  by  this 
Act  shall  be  public  records  open  to  inspec- 
tion and  copying  during  business  hours. 

"(f)(1)  Whenever  it  appears  that  an  insti- 
tution has  failed  to  comply  with  the  require- 
ments of  this  section,  including  any  rule  or 
regulation  promulgated  thereunder,  a  civil 
action  may  be  brought  in  an  appropriate 
district  court  of  the  United  States,  or  the  ap- 
propriate United  States  court  of  any  terri- 
tory or  other  place  subject  to  the  jurisdiction 
of  the  United  States,  to  request  such  court  to 
compel  compliance  with  the  requirements  of 
the  Act 

"(2)  For  knowing  or  willful  failure  to 
comply  with  the  requirements  of  this  sec- 
tion, including  any  rule  or  regulation  pro- 
mulgated thereunder,  an  institution  shall 
pay  to  the  Treasury  of  the  United  States  the 
full  costs  to  the  United  States  of  obtaining 
compliance,  including  all  associated  costs  of 
investigation  and  enforcement 

"(g)  The  Secretary  may  promulgate  regula- 
tions to  carry  out  the  ministerial  duties  im- 
posed on  the  Secretary  by  this  section. 

"(h)  For  the  purpose  of  this  section— 

"(1)  the  term  contract'  means  any  agree- 
ment for  the  acquisition  by  purchase,  lease, 
or  barter  of  property  or  services  by  the  for- 
eign source,  for  the  direct  benefit  or  use  of 
either  of  the  parties; 

"(2)  the  term  'foreign  source'  means— 


"(A)  a  foreign  government  including  an 
agency  of  a  foreign  government; 

"(B)  a  legal  entity,  governmental  or  other- 
wise, created  solely  under  the  laws  of  a  for- 
eign state  or  states: 

"(C)  an  individual  who  is  not  a  citizen  or 
a  national  of  the  United  States  or  a  trust 
territory  or  protectorate  thereof:  and 

"(D)  an  agent  including  a  subsidiary  or 
affiliate  of  a  foreign  legal  entity,  acting  on 
behalf  of  a  foreign  source: 

"(3)  the  term  'gift'  means  any  gift  of 
money  or  property: 

"(4)  the  term  'institution'  means  any  in- 
stitution, public  or  private,  or,  if  a  multi- 
campus  institution,  any  single  campus  of 
such  institution,  in  any  State  which— 

"(A)  is  legally  authorized  within  such 
State  to  provide  a  program  of  education 
beyond  high  school; 

"(B)  provides  a  program  for  which  it 
awards  a  bachelor's  degree  (or  provides  not 
less  than  a  2-year  program  which  is  accepta- 
ble for  full  credit  toward  such  a  degree)  or 
more  advanced  degrees:  and 

"(C)  is  accredited  by  a  nationally  recog- 
nized accrediting  agency  or  association  and 
to  which  institution  Federal  financial  as- 
sistance is  extended  (directly  or  indirectly 
through  another  entity  or  person),  or  which 
institution  receives  support  from  the  exten- 
sion of  Federal  financial  assistance  to  any 
of  its  subunits:  and 

"(5)  the  term  'restricted  or  conditional  gift 
or  contract'  means  any  endowment  gift 
grant  contract,  award,  present  or  property 
of  any  kind  which  includes  provisions  re- 
garding (A)  the  employment  assignment  or 
termination  of  faculty:  (B)  the  establish- 
ment of  departments,  centers,  research  or 
lecture  programs,  or  new  faculty  positions: 
(C)  the  selection  or  admission  of  students:  or 
(Dl  the  award  of  grants,  loans,  scholarships, 
fellowships,  or  other  forms  of  financial  aid' 
restricted  to  students  of  a  specified  country, 
religion,  sex.  ethnic  origin,  or  political  opin; 
ion. ". 

(b)  Repealer.— Section  1208  of  the  Act  as 
added  by  subsection  (a)  of  this  section,  is  re- 
pealed on  August  1.  1989. 

.sec  I20T.  AGCRECATE  LIMIT  OF  AirH0KI2ATIO.\  OF 
APPROPRIATIOSS. 

Title  XII  of  the  Act  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
section: 

"aggregate  LIMIT  OF  AUTHORIZATION  OF 
APPROPRIATIONS 

"Sec.  1210.  Notwithstanding  any  other 
provision  of  this  Act  the  total  amount 
which  may  6e  appropriated  to  carry  out  the 
programs  and  activities  authorized  by  this 
Act  other  than  the  programs  and  activities 
authorized  by  subpart  1  of  part  A  and  part  B 
of  title  IV.  shall  not  exceed— 

"(1)  $3,166,000,000  for  fiscal  year  1987, 

"(2)  $3,351,000,000  for  fUcal  year  1988. 

"(3)  $3,552,000,000  for  fiscal  year  1989. 

"(4)  $3,771,000,000  for  fiscal  year  1990, 
and 

"(5)  $4,007,000,000  for  fiscal  year  1991.". 

TITLE  XIII-EDUCATION 
ADMINISTRATION 

Part  A— Secretarial  Studies  and 
Evaluations 

SEC.  I  ML  satisfactory  PROGRESS. 

The  Secretary,  through  the  Office  of  Edu- 
cational Research  and  Improvement  shall 
conduct  a  survey  on  the  impact  if  any,  on 
grades  of  students  of  the  amendments  made 
by  this  Act  to  section  484(d)  of  the  Act  The 
study  required  try  this  subsection  shall  be 
conducted   over  the  5-year  period  ending 
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September  30.  1991.  The  Secretary,  after  the 
end  of  each  year  of  the  study,  shall  submit  to 
the  Congress  a  report  of  the  survey  required 
by  this  subsection,  together  with  such  recom- 
mendations as  the  Secretary  deems  appro- 
priate. 

sue.    I3K.    \ATIO\AI.   f:\IMIHMK\T  rtiR  l\TKH\A- 

r/«.v4/.  sn/MA.s. 

la/  Study  REQvmED.—The  Secretary  shall, 
in  consultation  with  the  Director  of  the 
United  States  Information  Agency,  the  Di- 
rector of  the  Agency  for  International  Devel- 
opment, the  Secretary  of  State,  and  the  Sec- 
retary of  Defense,  conduct  a  study  on  the  es- 
tablishment of  a  National  Endowment  for 
International  Studies.  The  study  shall  devel- 
op a  prograrn,  a  funding  plan,  and  priorities 
for  such  an  Endowment. 

(b)  Conduct  of  Study.— In  carrying  out 
the  study  required  by  this  section,  the  Secre- 
tary shall  consider— 

lit  the  extent  of  the  need  for  international 
studies  programs  at  all  educational  levels, 
not  served  by  this  title: 

12)  the  programs  at  the  Agency  for  Inter- 
national Development,  the  United  States  In- 
formation Agency,  and  the  Departments  of 
State.  Defense,  and  Education  which  can  be 
coordinated  to  increase  the  scope  and 
number  and  kinds  of  participants  in  inter- 
national educational  programs: 

131  the  feasibility  of  an  Endowment  for 
International  Studies,  by  whom  it  shall  be 
administered,  and  procedures  for  receiving 
corporate  and  other  private  contributions 
for  supplemental  funding,  similar  to  Treas- 
ury fund  accounts  at  other  Federal  agencies: 
and 

14)  a  comprehensive  ei'aluation  of  the 
weaknesses  and  strengths  in  international 
education  and  foreign  language  training  at 
all  levels  of  education  in  our  Nation  and  the 
role  of  the  Endowment  to  remedy  these 
weaknesses,  and  encourage  expansion  of 
these  strengths. 

ic)  Report.— The  Secretary  shall  prepare 
and  submit  to  the  Congress,  not  later  than 
one  year  after  the  date  of  enactment  of  this 
section,  a  report  on  the  study  required  by 
this  section,  together  with  such  recommen- 
dations, including  recommendations  for  leg- 
islation, as  the  Secretary  deems  appropriate. 

SfX.  1.103.  DATA  STt  Ity  HKUIIKKI). 

la)  Conduct  of  Studies —The  Secretary 
shall,  through  the  Office  of  Education  Re- 
search and  Improvement  or  the  Center  for 
Education  Statistics,  shall  conduct  the  stud- 
ies required  by  this  section  and  submit  re- 
ports thereon  to  the  Congress  not  later  than 
September  30.  1990.  The  reports  shall  con- 
tain such  recommendations,  including  rec- 
ommendations for  legislation,  as  the  Secre- 
tary deems  appropriate. 

lb)  Cost  Study  Required  — id  The  Secre- 
tary shall  conduct  a  study  on  the  escalating 
cost  of  higher  education.  The  study  required 
by  this  section  shall— 

I  A)  identify  the  current  cost  of  obtaining  a 
higher  education  <  nd  determine  how  that 
cost  has  changed  in  recent  years. 

IB/  determine  thi  specific  causes  of  such 
changes  in  cost  and  the  extent  to  which 
those  causes  have  contributed  to  such 
changes. 

IC)  forecast  the  future  cost  of  obtaining  a 
higher  education  with  consideration  given 
to  prospective  demographic  changes  in  stu- 
dent enrollments, 

ID)  evaluate  the  impact  of  such  changes  in 
cost  on  institutions  of  higher  education, 
their  students,  and  lower  and  middle  income 
families, 

IE)  make  recommendations  on  how  such 
changes  in  cost  can  be  minimised  in  the 
future,  and 
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IF)  outline  State  and  Federal  policy  op- 
tions which  may  help  to  minimize  such 
changes  in  cost  in  the  future. 

12)  In  conducting  such  study,  the  Secre- 
tary shall  give  special  consideration  to  the 
impact  of  escalating  costs  on  lower  and 
middle  income  students  and  families,  the 
impact  of  escalating  costs  on  female  and  mi- 
nority students,  the  impact  of  escalating 
costs  on  the  career  choices  made  by  students, 
and  the  relationship  between  escalating 
costs  and  the  Federal  student  financial  as- 
sistance programs. 

13/  During  the  conduct  of  such  study,  the 
Secretary  shall  consult  frequently  with  the 
Department  of  Education,  the  Chairman  of 
the  Senate  Committee  on  Labor  and  Human 
Resources,  and  the  Chairman  of  the  House 
Committee  on  Education  and  Labor 

Ic/  Student  Aid  Recipient  Survey.— 11/ 
The  Secretary  shall  survey  student  aid  re- 
cipients on  a  regular  cycle,  but  not  less  than 
once  every  3  years— 

I  A/  to  identify  the  population  of  students 
receiving  Federal  student  aid: 

IB/  to  determine  the  income  distribution 
and  other  socioeconomic  characteristics  of 
federally  aided  students: 

IC/  to  describe  the  combinations  of  aid 
from  State.  Federal,  and  private  sources  re- 
ceived by  students  from  all  income  groups: 

ID/  to  describe  the  debt  burden  of  loan  re- 
cipients and  their  capacity  to  repay  their 
education  debts:  and 

IE/  to  disseminate  such  information  in 
both  published  and  machine  readable  form. 
12/  The  survey  shall  be  representative  of 
full-time  and  part-time,  undergraduate, 
graduate,  and  professional  and  current  and 
former  students  in  all  types  of  institutions, 
and  should  be  designed  and  administered  in 
consultation  with  the  Congress  and  the  post- 
secondary  education  community. 

Id/  Teacher  Supply  and  Demand.— 11/  The 
Secretary  shall  utilise  the  legislative  author- 
ity under  section  406ibi  of  the  General  Edu- 
cation Provisions  Act  to  annually  assess 
current  and  future  supply  and  demand  for 
teachers  with  particular  attention  to— 

lA/  long-term  and  short-term  shortages  of 
personnel  in  various  subject  areas  or  teach- 
ing specialties: 

IB)  shortages  in  particular  States  or  re- 
gions: 

IC)  the  number  of  minorities  entering 
teaching: 

ID)  the  number  of  women  and  minorities 
entering  educational  administration: 

IE)  the  effect  of  Stale  curriculum  and 
graduation  requirements  on  the  need  for 
teachers  in  each  State: 

IF)  the  extent  to  which  demographic  char- 
acteristics of  persons  currently  employed  as 
teachers  and  persons  studying  to  be  teachers 
match  the  characteristics  of  the  students  in 
each  State  Irace.  age.  sex); 

IG)  the  academic  qualifications  of  pro- 
spective teachers  and  the  academic  prepara- 
tion of  persons  currently  preparing  to  be 
teachers; 

IH)  the  effect  of  the  introduction  of  State 
mandated  teacher  competency  tests  on  the 
demographic  and  educational  characteris- 
tics of  teachers  and  the  supply  of  teachers; 
and 

II)  an  assessment  of  new  and  emerging 
specialties  and  the  technologies,  academic 
subjects,  and  occupational  areas  requiring 
vocational  education,  with  emphasis  on  the 
unique  needs  for  preparing  an  adequate 
supply  of  vocational  teachers  of  handi- 
capped students,  with  added  emphasis  on 
the  preparation  required  to  teach  combined 
classrooms  of  handicapped,  or  other  highly 


targeted  groups  of  students  and  other  stu- 
dents within  a  vocational  education  setting. 

12)  The  analysis  conducted  under  this  sub- 
section may  include  assessment  of  other 
educational  needs  identified  by  the  Con- 
gress, including  an  assessment  of  the  need 
for  instructional  equipment  and  materials 
in  elementary  and  secoridary  schools  and  in 
institutions  of  higher  education. 

le)  Equitable  Student  Aid  for  Farm  Fami- 
LIES.— The  Secretary  shall  conduct  a  study  of 
financial  aid  formulas  under  title  IV  of  the 
Act  for  students  in  postsecondary  education- 
al institutions  with  special  attention  to  de- 
vising a  more  equitable  formula  for  farm 
families. 

».(.  1301.  KVAIAATIOS  Of'  <  0\TI.M  IW  EDUATIOX 

la)  Evaluation— The  Secretary  shall  enter 
into  a  contract  with  a  qualified  entity  to 
study  and  evaluate  the  programs  established 
under  part  A  of  this  title. 

lb)  Secretary's  Responsibilities.— The 
Secretary  shall  assist  in  evaluating  the 
status  and  progress  of  adult  education  and 
postsecondary  continuing  education  in 
achieving  the  purposes  of  this  title.  Such  as- 
sistance shall  include— 

11/  an  analysis  of  the  findings  of  the 
report  under  subsection  la/  together  with 
suggestions  for  improvements  in  planning 
or  program  operation;  and 

12)  an  information  network  on  research  in 
adult  and  continuing  education,  the  oper- 
ation of  model  or  innovative  programs,  suc- 
cessful experiences  in  the  planning,  admin- 
istration, and  conduct  of  adult  and  continu- 
ing education  programs,  and  advances  in 
curriculum  and  instructional  practices  and 
tech  nologies. 

(c)  Report— Not  later  than  January  1. 
1990,  the  Secretary  shall  submit  a  report  to 
the  Congress  on  the  program  evaluations  re- 
quired under  this  title  and  on  any  progress 
in  fulfilling  the  goals  and  purposes  of  this 
title.  The  Secretary  may  include  in  the 
report  appropriate  recommendations  or  leg- 
islative proposals. 

.SAT.  i30i.  sTim  or  HA.\KRipT(r  trkathew  of 

STIVKSTS. 

The  Secretary  shall  conduct  a  study  of  the 
treatment  of  students  under  chapter  13  of 
title  11.  United  States  Code,  relating  to  the 
discharge  of  student  loan  indebtedness  in 
bankruptcy  proceedings,  and  of  the  effect  of 
including  such  students  under  that  provi- 
sion of  that  law.  The  Secretary  shall  prepare 
and  submit  a  report  to  the  Congress  on  the 
study  required  by  this  section  not  later  than 
3  months  after  the  date  of  enactment  of  this 
Act. 

SKC.  1306.  STIDY  OF  PEI.I.  UHAST  LESS  WAS  HALF- 
TIME  STiUEWS. 

The  Secretary  shall  conduct  a  study  to  de- 
termine the  number  of  less  than  half-time 
students  who  would  be  eligible  for  Pell 
grants  by  reason  of  having  an  expected 
family  contribution  of  SO  and  by  reason  of 
having  an  expected  family  contribution  of 
S0-$200  for  the  appropriate  academic  years. 
The  Secretary  shall  prepare  and  submit  a 
report  to  the  Congress  not  later  than  Sep- 
tember 30.  1988,  on  the  results  of  the  study 
required  by  this  section. 

SEC.  /ore,-.  At  THORIZATIOS  OF  appropriatioss. 

There  are  authorized  to  be  appropriated 
$2,700,000  for  the  fUcal  year  1987  and  for 
each  of  the  2  succeeding  fiscal  years  to  carry 
out  the  provisions  of  this  part 
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Part  B- 


■General  Accounting  Office 
Reports 


SKC.  nil.  sTtin  ot  i-miri(t:s  of  state  uvarw- 
ty  uiKMiKs  \sn  mrrisTAn:  utAR- 
A\n>HS    IWKH    thk    uiakastkkii 

STI  m\r  IMA\  I'KfHiKAM. 

(a)  Study  Required.— The  Comptroller 
General  shall  conduct  a  complete  study  of 
the  practices  of  State  guaranty  agencies  and 
multistate  guarantors  under  the  guaranteed 
student  loan  program  authorized  by  part  B 
of  title  IV  of  the  Act.  The  study  shall  investi- 
gate, on  a  comparative  basis— 

ID  due  diligence  practice  of  lenders; 
(2)  default  rates  and  recovery  rates  on  stu- 
dent loans; 
(31  changes  in  loan  volume; 

(4)  methods  of  soliciting  student  borrow- 
ers; 

(5)  potential  for  fraudulent  double  borrow- 
ing by  students; 

fS)  participation  agreements  between  the 
types  of  guarantor  and  lenders; 

ni  eligible  institution  participation 
agreements; 

(S>  adequacy  of  reserved  funds  in  relation 
to  guaranty  commitments  made  by  the 
agency  and  the  default  risk  which  such  com- 
mitments represent,  as  reflected  by  the  socio- 
economic background  of  the  borrowers,  the 
category  of  institution  attended,  and  the 
historical  experience  of  the  agency; 

(9)  types  of  services  provided  to  lenders,  el- 
igible institutions,  and  borrowers; 

(10)  use  of  funds  generated  through  par- 
ticipation in  the  guaranteed  student  loan 
program  by  amount  and  nature  of  expenses 
for  administrative  support  for  programs 
other  than  the  guaranteed  student  loan  pro- 
gram; 

(11)  to  what  extent  the  guarantors  meet 
the  requirements  of  truth-in-lending  provi- 
sions; 

(12)  profile  of  borrowers  and  defaulters  of 
loans  guaranteed  by  the  agency  and  an  as- 
sessment of  the  default  risks  inherent  in 
such  loans; 

(13)  coordination  of  the  loan  guaranty 
program  with  grant  programs; 

(14)  general  student  access  to  loan  assist- 
ance; and 

(15)  need  for  administrative  cost  allow- 
ances by  particular  guaranty  agencies  in  re- 
lation to  the  default  risk  faced  by  the 
agency,  the  administrative  costs  incurred, 
or  needed  to  be  incurred  by  the  agency,  and 
other  factors  relevant  to  the  cost  of  guaran- 
teeing loans  under  the  program. 

(b)  Report.— The  Comptroller  General  of 
the  United  States  shall  prepare  and  submit  a 
report,  not  later  than  2  years  after  the  date 
of  enactment  of  this  Act,  to  the  Committee 
on  Labor  and  Human  Resources  of  the 
Senate  and  the  Committee  on  Education 
and  Labor  of  the  House  of  Representatives 
on  the  findings  of  the  study  required  by  sub- 
section (a)  of  this  section,  together  with 
such  recommendations  as  the  Comptroller 
General  deems  appropriate. 

sue.  1312.  STIDY  OF  ISF:  OF  >HI.TIPLK-yEAR  U.\FS 
OF  CREDIT. 

The  Comptroller  General  shall  evaluate 
the  feasibility  and  efficiency  of  permitting 
students  to  establish  lines  of  credit  with  eli- 
gible lenders  under  part  B  of  title  IV  of  the 
Act  that  cover  more  than  2  years  of  attend- 
ance at  an  institution  of  higher  education. 
Such  evaluation  shall  determine  the  extent 
to  which  such  an  arrangement  woitld  reduce 
the  administrative  costs  associated  with 
making  separate  loans  annually  under  such 
part.  In  conducting  such  evaluation,  the 
Comptroller  General  shall  consult  institu- 
tions of  higher  education  and  eligible  lend- 


ers under  such  part.  Within  2  years  after  the 
date  of  enactment  of  this  Act,  the  Comptrol- 
ler General  shall  submit  to  the  Congress  a 
report  on  the  results  of  such  evaluation  to- 
gether with  such  recommendations  as  the 
Secretary  considers  appropriate. 

SF< .  1311.  STI  I)  Y  OF  HI  I.  TIPI.F  DISHI  RSF:MEST. 

The  Comptroller  General  shall  evaluate 
the  impact  of  the  multiple  disbursement 
system  required  for  student  loans  under  part 
B  of  title  IV  of  the  Act  on  the  ability  of  both 
students  and  institutions  of  higher  educa- 
tion to  meet  their  expenses  as  they  arise. 
Such  evaluation  shall  include  an  assessment 
of  any  other  impacts  of  such  system  on  such 
students  or  institutions  that  the  Comptroller 
General  determines  to  be  significant.  A 
report  on  the  results  of  such  evaluation  shall 
be  submitted  to  the  Congress  not  later  than 
2  years  after  the  date  of  enactment  of  this 
Act. 

SF(:  1311.  STI  l)F\TIMA\  (0\SOUI)ATIO\. 

The  Comptroller  General  shall  evaluate 
the  cost,  efficiency,  and  impact  of  the  con- 
solidation loan  program  established  by  the 
amendments  made  by  this  Act  to  part  B  of 
title  IV  of  the  Act  and  shall  report  to  the 
Congress  not  later  than  2  years  after  the 
date  of  enactment  of  this  Act  on  the  findings 
and  recommendations  required  by  this  sub- 
section. 
Part  C— Costs  of  Postsecondary  Education 

SEC.  1.121.  \ATI0\AI.  C0»MISSI0S  OS  resho\sihii.- 
ITIES  for  FISASCISa  POSTSEIOMt- 
ARY  EDI  CATloy 

(a)  FiNDiNGS.-The  Congress  finds— 

(1)  that  institutions  of  higher  education 
in  our  Nation  and  their  human  and  intellec- 
tual resources  are  critical  to  the  future  of 
the  American  society,  and  the  Nation's  eco- 
nomic potential,  its  strength,  security,  and 
freedom,  and  the  quality  of  life  for  all  citi- 
zens are  tied  to  the  quality  and  extent  of 
higher  education  available; 

(2)  that  it  is  the  responsibility  of  the  Fed- 
eral Government  to  establish  a  clearly  de- 
fined national  policy  regarding— 

(A)  the  role  and  expectations  of  respective 
institutions  in  society  (the  family  unit,  in- 
stitutions of  higher  education,  government, 
and  the  individual  in  financing  the  costs  of 
postsecondary  education);  and 

(B)  the  most  efficient  and  effective  use  of 
limited  Federal.  State,  and  private  resources 
for  supplementing  the  family  effort  in  fi- 
nancing postsecondary  education  and  for 
creating  incentives  for  individuals  and  fam- 
ilies to  plan  for  financing  postsecondary 
education;  and 

(3)  the  appropriate  response  to  economic, 
budgetary,  demographic,  and  social  changes 
which  will  require  individuals,  families,  in- 
stitutions of  higher  education,  and  govern- 
ment to  plan  and  adapt  to  the  future  needs 
for  student  financial  assistance  for  postsec- 
ondary education. 

(b)  Establishment  of  the  Commission.— (1) 
There  is  established  as  an  independent 
agency  in  the  executive  branch  a  commis- 
sion to  be  known  as  the  National  Commis- 
sion on  Responsibilities  for  Financing  Post- 
secondary  Education  (hereafter  in  this  sec- 
tion referred  to  as  the  "Commission  "). 

(2)  The  Commission  shall  be  composed  of  9 
members,  3  of  whom  shall  be  appointed  by 
the  President,  3  of  whom  shall  be  appointed 
by  the  Speaker  of  the  House  of  Representa- 
tives, and  3  of  whom  shall  be  appointed  by 
the  majority  leader  of  the  Senate.  The  mem- 
bership of  the  Commission  shall  provide  ex- 
pertise and  experience  in  the  provision  and 
financing  of  postsecondary  education,  in- 
cluding student  financial  aid  administra- 
tors, secondary  school  administrators,  indi- 


viduals skilled  in  education  economics  re- 
search, individuals  having  expertise  in  the 
development  of  standards  and  systems  of 
need  analysis  for  student  assistance  pro- 
grams, and  individuals  with  particular  ex- 
pertise in  credit  financing  for  postsecondary 
education, 
(c)  Duties  of  the  Commission.— 

(1)  In  general.— The  Commission  shall 
study  and  investigate  the  extent  to  which— 

(A)  there  is  a  consistent  and  coherent  Fed- 
eral policy  regarding  the  appropriate  family 
role  in  financing  the  costs  of  postsecondary 
education  for  family  inembers; 

(Bl  the  current  Federal  laws  and  regula- 
tions promote  the  stated  Federal  policy;  and 

iC)  the  extent  to  which  State  laws  which 
remove  parental  responsibilities  for  children 
over  18  years  of  age  conflict  with  Federal 
policy  in  this  area. 

(2)  Report  and  recommendations.— TTie 
Commission  shall— 

(A)  summarize  the  appropriate  findings  of 
the  National  Commission  on  Student  Fi- 
nancial Assistance; 

(Bl  recommend  to  the  Congress  a  compre- 
hensive analysis  on  the  extent  to  which  a 
consensus  exists  regarding  the  appropriate 
role  of  the  family  in  financing  postsecond- 
ary education;  and 

(Ci  to  the  extent  that  a  consensus  exists, 
recommend  changes  in  current  law  that 
would  be  required  to  achieve  the  desired 
Federal  policy,  including  recommendations 
on  Federal  incentives  to  encourage  families 
to  plan  and  save  for  their  financial  respon- 
sibilities in  financing  postsecondary  educa- 
tion for  family  members  taking  into  account 
the  needs  of  future  generations. 

(dl  Specific  Requirements.— In  carrying 
out  its  responsibilities  under  subsection  (e), 
the  Commission  shall  make  a  study  of  the 
following  areas: 

(1)  Need  analysis.— 

(A)  The  most  appropriate  mechanisTTis  for 
measuring  student  and  family  ability  to  pay 
for  postsecondary  education. 

(B)  The  incentives  and  disincentives  for 
family  saving  in  existing  need  analysis  sys- 
tems. 

(C)  The  feasibility  and  impact  of  different 
need  analysis  systems  and  eligibility  formu- 
las for  determining  student  and  family  con- 
tributions for  Federal  and  non-Federal 
grant,  loan,  and  work-study  programs. 

(Dl  The  extent  to  which  existing  systems  of 
need  analysis  take  into  account  the  circum- 
stances of  older  and  non- traditional  stu- 
derits.  students  with  minor  dependents,  and 
divorced  and  separated  parents. 

(El  The  extent  to  which  existing  systems  of 
need  analysis  recognize  differing  regional 
economic  conditions. 

(F)  The  feasibility  of  a  simplified  need 
analysis  system  for  determining  ability  to 
pay  for  low-income  families,  economically 
disadvantaged  families,  and  families  receiv- 
ing public  assistance  benefits. 

(Gi  The  postsecondary  education  financ- 
ing partnership,  and  the  impact  of  external 
influences,  such  as  economic  conditions  or 
State-level  initiatives,  that  affect  the  bal- 
ance of  financial  support  among  students 
and  their  families,  the  Federal  Government, 
States,  postsecondary  institutions,  credit  in- 
stitutions, and  the  private  sector. 

(2)  Student  independence.— ne  most  ap- 
propriate mechanisms  and  factors  to  be  con- 
sidered in  determining  student  independ- 
ence and  self-support  and  in  determining 
when  families  should  be  expected  to  provide 
parental  financial  information  in  determin- 
ing expected  family  contributions  for  Feder- 
al student  assistance  programs. 
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13)  Parental  responsibility.— In  consulta- 
tion and  cooperation  with  associations  of 
higher  education  institutions  and  adminis- 
trators, secondary  schools,  student  and 
parent  associations,  and  other  organiza- 
tions, the  most  effective  means  of  reinforc- 
ing and  promoting  the  principle  of  parental 
responsibility  for  contributing,  to  the  extent 
that  they  are  able,  to  the  costs  of  their  chil- 
dren 's  postsecondary  education. 

14)  Student  responsibility.— The  most  ef- 
fective mechanisms  for  measuring  student 
ability  to  contribute  to  educational  cost 
through  earnings  and  savings,  the  extent  to 
which  such  mechanisms  reflect  the  circum- 
stances of  students  from  disadvantaged  fam- 
ilies, and  the  existing  levels  of  student  con- 
tributions from  past,  current,  and  future 
earnings. 

(5)  Institutional  responsibility.— The 
most  effective  mechanisms  of  reinforcing 
and  promoting  the  principle  of  institutional 
responsibility  for  providing  need-based  aid 
to  students  attending  postsecondary  institu- 
tions. 

(6)  Governmental  responsibility.— The 
most  efficient  and  appropriate  mechanisms 
for  providing  student  assistance  from  the 
various  levels  of  govemmenL 

(7>  Early  information,  planning,  and  in- 
formation TECHNOLOGY.— The  extent  to 
which  programs  providing  early  informa- 
tion on  postsecondary  education,  costs,  and 
financial  aid  programs  to  students  and 
their  families  influence  educational  oppor- 
tunity and  family  saving. 

te)  Authorization  of  Appropriations.— 
There  are  authorized  to  be  appropriated  to 
carry  out  this  part  SI. 000,000. 

(f)  Termination.— The  Commission  shall 
terminate  2  years  after  the  initial  appoint- 
ment of  members. 

Part  D— Library  Resources 
sec.  ij3i.  stidy  of  the  effeitivesess  of  the 

SEEDS  VRITERIA  fVK  THE  IDLLEUK 
LIBRARY  RESOiRVE  PRtHiRAM  Al- 
THORIZED. 

(a)  Study  Required. —The  National  Com- 
mission on  Libraries  and  Information  Sci- 
ences shall  conduct  a  study  on  the  effective- 
ness in  directing  assistance  to  libraries  with 
the  greatest  need  of  the  needs  criteria  speci- 
fied in  section  211  of  the  Act. 

(b)  Report  to  Congress.— The  National 
Commission  on  Libraries  and  Information 
Sciences  shall  prepare  and  submit  a  report 
to  the  Congress  not  later  than  3  years  after 
the  conclusion  of  the  first  fiscal  year  in 
which  appropriations  are  made  for  the  Col- 
lege Library  Resource  Program  authorized 
by  section  211  of  the  Act  together  with  such 
recommendations  as  the  Commission  on  Li- 
braries and  Information  Sciences  deems  ap- 
propriate. 

Part  E— National  Academy  of  Sciences 
Study 

SEC.  nil.  VOLl'STEEKK 

<a)  Study  Required.— The  National  Acade- 
my of  Sciences  shall  conduct  a  thorough 
study  of  how  volunteers  can  best  be  used  in 
the  classroom.  The  study  required  by  this 
section  shall  include— 

(1)  the  feasibility  of  using  recipients  of 
itxtdent  loans  made,  assured,  or  guaranteed 
under  part  B  of  title  IV  of  the  Act  or  part  E 
of  such  title  as  part  of  repayment  of  such 
loans; 

12/  the  use  of  older  Americans  as  such  vol- 
unteers; 

(3)  the  use  of  business  persons  and  other 
professionals  as  volunteers;  and 

I4t  the  place  of  incentives  to  encourage 
volunteerism. 


The  study  required  by  this  section  shall  ex- 
amine the  methods  of  using  volunteers  de- 
signed to  provide  the  greatest  flexibility  for 
local  educational  agencies. 

fbJ  Reports  Required.— The  National 
Academy  of  Sciences  shall,  not  later  than 
one  year  after  the  date  of  enactment  of  this 
Act,  prepare  and  submit  to  the  Congress 
their  respective  reports,  together  with  a  de- 
scription of  programs  on  the  use  of  volun- 
teers and  with  such  recommendations  as  the 
Secretary  deems  appropriate. 

(c)  Availability  of  Funds.— The  Secretary 
shall,  from  funds  available  for  the  adminis- 
tration of  the  Department  of  Education, 
make  available  not  to  exceed  $500,000  for 
the  study  required  by  this  section. 

Part  F— Faulkner  University 

SEC.  IJSI.  relief  OF  liability. 

(at  Relief  of  Liability.— Faulkner  Univer- 
sity (formerly  Alabama  Christian  College/  of 
Montgomery,  Alabama,  is  relieved  of  all  li- 
ability— 

(1)  to  repay  to  the  United  States  the  sum 
of  $147,681.39,  plus  accrued  interest,  and 

(21  to  pay  $7,822.50  to  the  National  Direct 
Student  Loan  Fund  of  the  Faulkner  Univer- 
sity, 

representing  payments  inadvertently  made 
pursuant  to  subpart  1  and  subpart  2  of  part 
A  and  part  C  of  title  IV  of  the  Higher  Educa- 
tion Act  of  1965  and  direct  student  loans  in- 
advertently made  under  part  E  of  such  title 
IV  prior  to  the  receipt  of  eligibility  status 
for  the  junior  and  senior  years  of  the  bacca- 
laureate degree  programs  offered  by  Faulk- 
ner University.  In  the  audit  and  settlement 
of  the  accounts  of  any  certifying  or  disburs- 
ing officer  of  the  United  States,  full  credit 
shall  be  given  for  the  amount  for  which  li- 
ability is  relieved  by  this  section. 

(b)  Special  Rule.— For  the  purpose  of  part 
B  of  title  IV  of  the  Higher  Education  Act  of 
1965,  each  student  in  attendance  at  the 
Faulkner  University  of  Montgomery.  Ala- 
bama, receiving  a  federally  insured  loan  for 
the  academic  year  1981-1982  and  for  the 
academic  year  1982-1983  pursuant  to  such 
part  B  shall  be  deemed  to  be  in  attendance 
at  an  eligible  institution  for  that  academic 
year. 

Part  G— Alien  Youth  Education 
Opportunity  Panel 

sec.  i3si.  be.mal  of  sttve\t  assista.we  to  cer- 
tai\  .\o\citize.\s. 

(a)  Establishment  of  Panel.— (1/  There  is 
established  in  the  Department  of  Education 
a  panel  to  be  known  as  the  "Alien  Youth 
Edueation  Opportunity  Panel"  (hereafter  in 
this  section  referred  to  as  the  "Panel"!. 

(2)  The  Panel  shall  be  composed  of  7  mem- 
bers, 3  of  whom  shall  be  appointed  by  the 
Secretary,  2  of  whom  shall  be  appointed  by 
the  Speaker  of  the  House  of  Representatives, 
and  2  of  whom  shall  be  appointed  by  the  Ma- 
jority Leader  of  the  Senate. 

(b)  Duties  of  Panel.— The  Panel  shall 
study  and  investigate  the  extent  to  which 
the  requirements  of  section  484(a><5)  of  the 
Act  result  in  the  denial  of  student  assistance 
to  long-term  residents  of  the  United  States 
who  have  graduated  from  United  States  high 
schools  and  the  extent  to  which  that  denial 
deprives  those  individuals  of  an  equal  edu- 
cational opportunity. 

(c)  Report  and  Recommendations.— TTie 
Panel  shall  submit  a  report  of  its  findings 
and  recommendations  to  the  Secretary,  the 
President,  and  the  Congress  not  later  than  2 
years  after  the  date  of  enactment  of  this  sec- 

tiOTL 

(d)  Administrative  and  Clerical  Sup- 
port.—The  Secretary  shall  provide  the  Panel 


with  such  administrative  and  clerical  sup- 
port as  it  may  require  to  carry  out  its  activi- 
ties under  this  section. 

(el  Compensation  AND  Expenses.— (1)  Mem- 
bers of  the  Panel  who  are  officers  or  full- 
time  employees  of  the  United  States  shall 
serve  without  compensation  in  addition  to 
that  received  for  their  services  as  officers  or 
employees  of  the  United  States;  but  they  may 
be  allowed  travel  expenses,  incltiding  per 
diem  in  lieu  of  subsistence,  as  authorized  by 
section  5703  of  title  5,  United  States  Code, 
for  persons  in  the  Government  service  em- 
ployed intermittently. 

(21  Members  of  the  Panel  who  are  not  offi- 
cers or  full-time  employees  of  the  United 
States  may  each  receive  reimbursement  for 
travel  expenses  incident  to  attending  Panel 
meetings,  including  per  diem  in  lieu  of  sub- 
sistence, as  authorized  by  section  5703  of 
title  5,  United  States  Code,  for  persons  in  the 
Government  service  employed  intermittent- 
ly. 

(f)  Access  to  Information.— The  Panel  is 
authorized  to  secure  directly  from  any  exec- 
utive department,  bureau,  agency,  board, 
commission,  office,  independent  establish- 
ment, or  instrumentality  information,  sug- 
gestions, estimates,  and  statistics  for  the 
purpose  of  this  section  and  each  such  de- 
partment, bureau,  agency,  board,  commis- 
sion, office,  independent  establishment,  or 
instrumentality  is  authorized  and  directed, 
to  the  extent  permitted  by  law,  to  furnish 
such  information,  suggestions,  estimates, 
and  statistics  directly  to  the  Panel 
Part  H— Boston  College 

SE(.  137 L  debt PROVISIOS. 

The  Secretary  is  directed  to  cancel  all 
annual  debt  service  obligations  of  the  re- 
ceiving institution  for  fiscal  years  1987. 
1988,  1989,  and  1990  of  which  the  total 
amount  to  be  cancelled  shall  not  exceed 
$2,700,000  adjusted  as  required  in  fiscal  year 
1990,  for  the  Department  of  Education 
Project  Loan  ^5-1-00665-0  dated  August  5, 
1981.  and  shall  adjust  the  loan  agreement  to 
reflect  the  change  required  by  this  section 
without  any  other  provision  of  law  being 
applicable. 

Part  I— Carl  Albert  Congressional 
Research  and  Studies  Center 
SE( .  I  in  I.  a  ppropria  tio\  pro  hsio.w 

Funds  appropriated  in  Public  Law  97-377 
under  the  heading  "higher  and  continuing 
EDUCATION",  for  the  Carl  Albert  Congression- 
al Research  and  Studies  Center,  under  the 
terms  of  H.R.  3598  (97th  Congress!  shall  be 
available  as  a  direct  appropriation  without 
regard  to  section  4(a)  of  H.R.  3598  (97th 
Congress). 

TITLE  XIV— EDUCATION  RESEARCH 
AND  STATISTICS 

SEC.  I40L  EBICATIOSAL  RESEARCH  AND  IMPROVE- 
MENT. 

(a)  Office  of  Educational  Research  and 
Improvement.— Section  405  of  the  General 
Education  Provisions  Act  (20  U.S.C.  1221e) 
is  amended  to  read  as  follows: 

"OFFICE  OF  educational  RESEARCH  AND 
IMPROVEMENT 

"Sec.  405.  (a)(1)  The  Congress  declares  it 
to  be  the  policy  of  the  United  States  to  pro- 
vide to  every  individual  an  equal  opportuni- 
ty to  receive  an  education  of  high  quality  re- 
gardless of  race,  color,  religion,  sex,  age, 
handicap,  national  origin,  or  social  class. 
Although  the  American  educational  system 
has  pursued  this  objective,  it  has  not  at- 
tained the  objective.  Inequalities  of  opportu- 
nity to  receive  high  quality  education 
remain  pronounced.  To  achieve  the  goal  of 
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quality  education  requires  the  continued 
pursuit  of  knowledge  about  education 
through  research,  improvement  activities, 
data  collection,  and  irtformation  dissemina- 
tion. While  the  direction  of  American  educa- 
tion remains  primarily  the  responsibility  of 
State  and  local  governments,  the  Federal 
Government  has  a  clear  responsibility  to 
provide  leadership  in  the  conduct  and  sup- 
port of  scientific  inquiry  into  the  education- 
al process. 

"(2)  The  Congress  further  declares  it  to  be 
the  policy  of  the  United  States  to— 

"(A)  promote  the  quality  and  equity  of 
American  education; 

"IBI  advance  the  practice  of  education  as 
an  art,  science,  and  profession; 

"(CJ  support  educational  research  of  the 
highest  quality; 

"(D)  strengthen  the  educational  research 
and  development  system; 

"tE>  improve  educational  techniques  and 
training; 

"IF)  assess  the  national  progress  of  this 
Nation's  schools  and  educational  institu- 
tions, particularly  special  populations;  and 

"(G)  collect,  analyze,  and  disseminate  sta- 
tistics and  other  data  related  to  education 
in  the  United  States  and  other  nations. 

"(3)  For  purposes  of  Uiis  section— 

"(A)  the  term  'Assistant  Secretary'  means 
the  Assistant  Secretary  for  Educational  Re- 
search and  Improvement  established  by  sec- 
tion 202  of  the  Department  of  Education  Or- 
ganization Act; 

"(B)  the  term  'Council'  means  the  Nation- 
al Advisory  Council  on  Educational  Re- 
search and  Improvement  established  by  sub- 
section (cl; 

"(C)  the  term  'educational  research'  in- 
cludes basic  and  applied  research,  develop- 
ment, planning,  surveys,  assessments,  eval- 
uations, investigations,  experiments,  and 
demonstrations  in  the  field  of  education 
and  other  fields  relating  to  education; 

"(D)  the  term  'Office'  means  the  Office  of 
Educational  Research  and  Improvement  es- 
tablished by  section  209  of  the  Department 
of  Education  Organization  Act;  and 

"(E)  the  terms  'United  States'  and  State' 
include  the  District  of  Columbia  and  the 
Commonwealth  of  Puerto  Rico. 

"(b)(1)  It  shall  be  the  purpose  of  the  Office 
to  carry  out  the  policies  set  forth  in  subsec- 
tion (a)  of  this  section.  The  Office  shall  be 
administered  by  the  Assistant  Secretary  and 
shall  include— 

"(A)  the  National  Advisory  Council  on 
Educational  Research  and  Improvement  es- 
tablished in  subsection  (c); 

"(B)  the  Center  for  Education  Statistics 
established  by  section  406;  and 

"(C)  such  other  units  as  the  Secretary 
deems  appropriate  to  carry  out  the  purposes 
of  the  Office. 

"(2)  The  Office  shall,  in  accordance  with 
the  provisions  of  this  section,  seek  to  im- 
prove education  in  the  United  States 
through  concentrating  the  resources  of  the 
Office  on  the  priority  research  and  develop- 
ment needs  described  in  paragraph  (3). 

"(3)  The  needs  to  which  paragraph  (2) 
apply  are— 

"(A)  improving  student  achievement; 

"(B)  impromng  the  ability  of  schools  to 
meet  their  responsibilities  to  provide  equal 
educational  opportunities  for  all  students, 
including  those  with  limited  English-speak- 
ing ability,  women,  older  students,  part-time 
students,  minority  students,  gifted  and  tal- 
ented students,  handicapped  students,  and 
students  who  are  socially,  economically,  or 
educationally  disadvantaged; 

"(C)  collecting,  analyzing,  and  dissemi- 
nating statistics  and  other  data  related  to 


education  in  the  United  States  and  other 
nations; 

"(D)  improving  the  dissemination  and  ap- 
plication of  knowledge  obtained  through 
educational  research  and  data  gathering, 
particularly  to  education  professionals  and 
policy  makers; 

"(E)  encouraging  the  study  of  the  sciences, 
the  arts,  and  the  humanities,  including  for- 
eign languages  and  cultures; 

"(F)  improving  the  data  base  of  informa- 
tion on  special  populations  and  their  educa- 
tional status; 

"(G)  conducting  research  on  adult  educa- 
tional achievement,  particularly  literacy 
and  illiteracy  as  it  affects  employment, 
crime,  health,  and  human  welfare; 

"(HI  conducting  research  on  postsecond- 
ary  opportunities,  especially  access  for  mi- 
norities and  women;  and 

"(I)  conducting  research  on  education 
professionals,  especially  at  the  elementary 
and  secondary  levels  including  issues  of  re- 
cruitment, training,  retention,  and  compen- 
sation. 

"(4)  The  Secretary  shall  publish  proposed 
research  priorities  in  the  Federal  Register 
every  two  years,  not  later  than  October  1. 
and  shall  allow  a  period  of  sixty  days  for 
public  comments  and  suggestions. 

"(c)(1)  The  Council  shall  consist  of  fifteen 
members  appointed  by  the  President,  by  and 
with  the  advice  and  consent  of  the  Senate. 
In  addition,  there  shall  be  such  ex  officio 
members  who  are  officers  of  the  United 
States  as  the  President  may  designate,  in- 
cluding the  Assistant  Secretary.  A  majority 
of  the  appointed  members  of  the  Council 
shall  constitute  a  quorum.  The  chairperson 
of  the  Council  shall  be  designated  by  the 
President  from  among  the  appointed  mem- 
bers. Ex  officio  members  shall  not  have  a 
vole  on  the  Council  The  members  of  the 
Council  shall  be  appointed  to  ensure  that 
the  Council  is  broadly  representative  of  the 
general  public;  the  education  professions, 
including  practitioners;  policymakers  and 
researchers;  and  the  various  fields  and  levels 
of  educatioTL 

"(2)(A)  Except  as  provided  in  subpara- 
graph (B),  members  shall  be  appointed  to 
terms  of  three  years. 

"(B)  Of  the  members  first  appointed— 

"(i)  five  shall  be  appointed  for  terms  of 
one  year; 

"(ii)  five  shall  be  appointed  for  terms  of 
two  years;  and 

"(Hi)  five  shall  be  appointed  for  terms  of 
three  years; 

as  designated  by  the  President  at  the  time  of 
appointment. 

"(C)  Any  member  appointed  to  fill  a  va- 
cancy occurring  before  the  expiration  of  the 
term  for  which  the  predecessor  was  appoint- 
ed shall  be  appointed  only  for  the  remainder 
of  such  term.  A  member  may  serve  after  the 
expiration  of  a  term  until  a  successor  has 
taken  office. 

"(D)  An  appointed  member  who  has  been  a 
member  of  the  Council  for  six  consecutive 
years  shall  be  ineligible  for  appointment  to 
the  Council  during  the  two-year  period  fol- 
lowing the  expiration  of  the  sixth  year. 

"(3)  The  Council  shall— 

"(A)  advise  the  Secretary  and  the  Assistant 
Secretary  on  the  policies  and  activities  car- 
ried out  by  the  Office; 

"(B)  review  and  publicly  comment  on  the 
policies  and  activities  of  the  Office; 

"(C)  conduct  such  activities  as  may  be 
necessary  to  fulfill  its  functions  under  this 
subsection; 

"(D)  prepare  such  reports  to  the  Secretary 
on  the  activities  of  the  Office  as  are  appro- 
priate; and 


"(E)  submit,  no  later  than  March  31  of 
each  year,  a  report  to  the  President  and  the 
Congress  on  the  activities  of  the  Office,  and 
on  education,  educational  research,  and 
data  gathering  in  general 

"(d)(1)  In  order  to  carry  out  the  objectives 
of  the  Office  under  this  section,  the  Secre- 
tary within  the  limits  of  available  resources 
shall— 

"(A)  conduct  educational  research; 

"(B)  collect,  analyze,  and  disseminate  the 
findings  of  education  research; 

"(C)  train  individuals  in  educational  re- 
search 

"(D)  assist  and  foster  such  research  collec- 
tion, dissemination,  and  training  through 
grants,  cooperative  agreements,  and  techni- 
cal assistance; 

"(E)  promote  the  coordination  of  educa- 
tional research  and  research  support  loithin 
the  Federal  Government  and  otherwise 
assist  and  foster  such  research  and 

"(F)  collect,  analyze,  and  disseminate  sta- 
tistics and  other  data  related  to  education 
in  the  United  States  and  other  nations. 

"(2)(A)  The  Secretary  may  appoint,  for 
terms  not  to  exceed  three  years  (without 
regard  to  the  provisions  of  title  5  of  the 
United  States  Code  governing  appointment 
in  the  competitive  service)  and  may  com- 
pensate (without  regard  to  the  provisions  of 
chapter  51  and  subchapter  III  of  chapter  53 
of  such  title  relating  to  classification  and 
General  Schedule  pay  rates)  such  scientific 
or  professional  employees  of  the  Office  as 
the  Secretary  considers  necessary  to  accom- 
plish its  functions.  The  Secretary  may  also 
appoint  and  compensate  not  more  than  one- 
fifth  of  the  number  of  full-time,  regular  sci- 
entific or  professional  employees  of  the 
Office  without  regard  to  such  provisions. 
The  rate  of  basic  pay  for  such  employees 
may  not  exceed  the  maximum  annual  rate  of 
pay  for  grade  GS-15  under  section  5332  of 
title  5  of  the  United  States  Code,  except  that 
the  pay  of  any  employee  employed  before  the 
date  of  enactment  of  the  Higher  Education 
Amendments  of  1986  shall  not  be  reduced  by 
application  of  such  maximum  pay  limita- 
tion. 

"(B)  The  Secretary  may  reappoint  employ- 
ees described  in  subparagraph  (A)  upon 
presentation  of  a  clear  and  convincing  justi- 
fication of  need,  for  one  additional  term  not 
to  exceed  three  years.  All  such  employees 
shall  work  on  activities  of  the  Office  and 
shall  not  be  reassigned  to  other  duties  out- 
side the  Office  during  their  term. 

"(C)  Individuals  who  are  employed  on  the 
date  of  enactment  of  this  Act  and  were  em- 
ployed by  such  Office  on  April  1.  1986,  and 
who  were  employed  under  excepted  hiring 
authority  provided  by  section  209  of  the  De- 
partment of  Education  Organization  Act  or 
this  section  may  continue  to  be  employed  for 
the  duration  of  their  current  term. 

"(3)(A)  The  Secretary  may  carry  out  the 
activities  in  paragraph  (1)— 

"(i)  directly; 

"(ii)  through  grants,  contracts,  and  coop- 
erative agreements  with  institutions  of 
higher  education,  public  and  private  organi- 
zations, institutions,  agencies,  and  individ- 
uals; and 

"(Hi)  through  the  provision  of  technical 
assistance. 

"(Bl  When  making  competitive  awards 
under  this  subsection,  the  Secretary  shall— 

"(i)  solicit  recommendations  and  advice 
regarding  research  priorities,  opportunities, 
and  strategies  from  qualified  experts,  such 
as  education  professionals  and  policymak- 
ers, personnel  of  the  regional  education  lab- 
oratories and  of  the  research  and  develop- 
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ment  centers  supported  under  paragraph 
(4).  and  the  Council,  as  well  as  parents  and 
other  members  of  the  general  public: 

"liii  employ  suitable  selection  procedures 
utilising  the  procedures  and  principles  of 
peer  review,  except  where  such  peer  review 
procedures  are  clearly  inappropriate  given 
such  factors  as  the  relatively  small  amount 
0/  a  grant  or  contract  or  the  exigencies  of 
the  situation:  and 

"liii)  determine  that  the  activities  assisted 
will  be  conducted  efficiently,  will  be  of  high 
Quality,  and  will  meet  priority  research  and 
development  needs  under  this  section. 

"(C)  Whenever  the  Secretary  enters  into  a 
cooperative  agreement  under  this  section. 
the  Secretary  shall  negotiate  any  subseguent 
modifications  in  the  cooperative  agreement 
with  all  parties  to  the  agreement  affected  by 
the  modifications. 

"(4)IA)  In  carrying  out  the  functions  of 
the  Office,  the  Secretary  shall,  in  accordance 
with  the  provisions  of  this  subsection,  sup- 
port— 

"H)  regional  educational  laboratories  es- 
tablished by  public  agencies  or  private  non- 
profit organizations  to  serine  the  needs  of  a 
specific  region  of  the  Nation  under  the  guid- 
ance of  a  regionally  representative  govern- 
ing board,  the  regional  agendas  of  which 
shall,  consistent  with  the  priority  research 
and  development  needs  established  by  sub- 
section (b)  121  and  <3i.  be  determined  by  the 
governing  boards  of  such  labs: 

"Hi)  research  and  development  centers  es- 
tablished by  institutions  of  higher  educa- 
tion, by  institutions  of  higher  education  in 
consort  with  public  agencies  or  private  non- 
profit organizations,  or  by  interstate  agen- 
cies established  by  compact  which  operate 
subsidiary  bodies  established  to  conduct 
postsecondary  educational  research  and  de- 
velopment: 

"liii)  meritorious  unsolicited  proposals 
for  educational  research  and  related  activi- 
ties that  are  authorized  by  this  subsection: 
and 

"livi  proposals  that  are  specifically  invit- 
ed or  requested  by  the  Secretary,  on  a  com- 
petitive basis,  which  meet  objectives  author- 
ized by  this  subsection. 

"IB)  Prior  to  awarding  a  grant  or  entering 
into  a  contract  for  a  regional  educational 
lat>oratory  or  research  and  development 
center  under  subparagraph  lA)li)  or  iA)iii). 
the  Secretary  shall  invite  applicants  to  com- 
pete for  such  laboratories  and  centers 
through  notice  published  in  the  Federal  Reg- 
ister. 

"lO  Each  application  for  assistance 
under  subparagraph  lAi  li)  or  Hi)  as  a  re- 
gional educational  laboratory  or  a  research 
and  development  center  shall  contain  such 
information  as  the  Secretary  may  reason- 
ably require,  including  assurances  that  the 
applicant  will— 

"H)  be  responsible  for  the  conduct  of  the 
research  and  development  activities: 

"Hi)  prepare  a  long-range  plan  relating  to 
the  conduct  of  such  research  and  develop- 
ment activities: 

"liii)  ensure  that  information  developed 
04  a  result  of  such  research  and  development 
activities,  including  new  educational  meth- 
ods, practices,  techniques,  and  products,  will 
be  appropriately  disseminated: 

"Hv)  provide  technical  assistance  to  ap- 
propriate educational  agencies  and  institu- 
tions: and 

"iv)  to  the  extent  practicable,  provide 
training  for  individuals,  emphasizing  train- 
ing opportunities  for  women  and  members 
of  minority  groups,  in  the  use  of  new  educa- 
tional methods,  practices,  techniques,  and 
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products  developed  in  connection  with  such 
actii'ities. 

"ID/  No  grant  may  be  made  and  no  con- 
tract entered  into  for  assistance  described 
under  subparagraph  I  A)  li)  or  Hi)  unless— 

"HI  proposals  for  assistance  under  this 
subsection  are  solicited  from  regional  educa- 
tional laboratories  and  research  and  devel- 
opment centers  by  the  Office: 

"Hi)  proposals  for  such  assistance  are  de- 
veloped by  the  regional  educational  labora- 
tories and  the  research  and  development 
centers  in  consultation  with  the  Office:  and 
"liii)  the  Office  determines  that  the  pro- 
posed activities  will  be  consistent  with  the 
education  research  and  development  pro- 
gram and  dissemination  activities  which 
are  being  conducted  by  the  Office. 

"IE)  No  regional  educational  laboratory 
or  research  and  development  center  receiv- 
ing assistance  under  this  subsection  shall, 
by  reason  of  the  receipt  of  that  assistance,  be 
ineligible  to  receii'e  any  other  assistance 
from  the  Office  authorized  by  law. 

"IF/  The  Secretary  shall  make  available 
adequat"  funds  to  support  meritorious,  un- 
solicited proposals  as  described  under  sub- 
paragraph lA/Hii).  and  provide  sufficient 
notice  of  the  availability  of  such  funds  to  in- 
dividual researchers  in  all  regions  of  the 
country. 

"15/  The  Secretary,  from  funds  appropri- 
ated under  this  section,  may  establish  and 
maintain  research  fellowships  in  the  Office, 
for  scholars,  researchers,  and  statisticians 
engaged  in  the  collection  and  dissemination 
of  information  about  education  and  educa- 
tional research.  Subject  to  regulations  pub- 
lished by  the  Secretary,  fellowships  may  in- 
clude such  stipends  and  allowance,  includ- 
ing travel  and  subsistence  expenses  provided 
for  under  title  5.  United  States  Code,  as  the 
Secretary  considers  appropriate. 

"16)  The  Secretary  may  award  grants  to 
institutions  of  higher  education,  including 
technical  and  community  colleges  as  appro- 
priate, to  assess  the  new  and  emerging  spe- 
cialties and  the  technologies,  academic  sub- 
jects, and  occupational  areas  requiring  vo- 
cational education,  with  emphasis  on  the 
unique  needs  for  preparing  an  adequate 
supply  of  vocational  teachers  of  handi- 
capped students.  The  Secretary  shall  gii^e 
special  consideration  to  the  preparation  re- 
quired to  teach  classrooms  of  handicapped, 
or  other  highly  targeted  groups  of  students, 
in  combination  with  other  nonhandicapped 
or  other  nontargeted  students,  within  the 
same  vocational  education  setting. 

"ie)il)  In  addition  to  the  other  responsi- 
bilities of  the  Office  under  this  section,  the 
Office  shall  carry  out.  by  grant  or  coopera- 
tive agreement  with  a  nonprofit  educational 
organization,  a  National  Assessment  of  Edu- 
cational Progress  which  shall  have  as  a  pri- 
mary purpose  the  assessment  of  the  perform- 
ance of  children  and  young  adults  in  the 
basic  skills  of  reading,  mathematics,  com- 
munication, and  other  subjects  and  skills. 
Such  a  National  Assessment  shall— 

"lA)  collect  and  report  at  least  once  every 
five  years  data  assessing  the  performance  of 
students  at  various  age  or  grade  levels  in 
each  of  the  areas  of  reading,  writing,  and 
mathematics: 

"IB)  report  periodically  data  on  changes 
in  knowledge  and  skills  of  such  students 
over  a  period  of  time: 

"lO  conduct  special  assessments  of  other 
educational  areas,  as  the  need  for  addition- 
al national  information  arises: 

"ID)  include  in  assessment  activities  in- 
formation on  special  groups  of  individuals: 

"IE/  provide  technical  assistance  to  State 
educational   agencies   and   to  local  educa- 


tional agencies  on  the  use  of  National  As- 
sessment objectives,  primarily  pertaining 
to— 

"li)  the  basic  skills  of  reading,  mathemat- 
ics, and  communication,  and 

"Hi)  on  making  comparisons  of  such  as- 
sessments with  the  national  profile  linclud- 
ing  special  population  profiles)  and  change 
data  developed  by  the  National  Assessment: 
and 

"IF)  with  respect  to  each  State  which  vol- 
untarily participates  in  accordance  with 
paragraph  IS),  provide  a  statement  of  infor- 
mation collected  by  the  National  Assessriient 
for  each  such  State. 

"I2)IA)  The  organization  through  which 
the  Office  carries  out  the  National  Assess- 
ment shall  be  responsible  for  overall  man- 
agement of  the  National  Assessment.  Such 
organization  shall  delegate  authority  to 
design  and  supervise  the  conduct  of  the  Na- 
tional Assessment  to  an  Assessment  Policy 
Committee,  established  by  such  organiza- 
tion. The  Assessment  Policy  Committee  shall 
be  composed  of— 

"li/  five  members  appointed  by  the  organi- 
zation of  whom  two  members  shall  be  repre- 
sentatives of  business  and  industry  and 
three  members  shall  be  representatives  of  the 
general  public:  and 

"Hi/  fourteen  members  appointed  by  the 
organization  from  the  categories  of  member- 
ship specified  in  subparagraph  IB). 

"IB)  Members  of  the  Assessment  Policy 
Committee  appointed   in   accordance   with 
subparagraph  IA)Hi)  shall  be— 
"H)  one  chief  State  school  officer; 
"Hi)  two  State  legislators: 
"liii/  two  school  district  superintendents: 
"Hv)  one  member  of  a  State  board  of  edu- 
cation: 
"Iv)  one  member  of  a  local  school  board; 
"Ivi)  one  Governor  of  a  State: 
"Hii)  four  classroom  teachers; 
"Hiii)   one  elementary  school  principal; 
and 
"Hx)  one  secondary  school  principal. 
"lO  The  Assistant  Secretary  shall  serve  as 
an    ex   officio    member  of  the  Assessment 
Policy  Committee.   The  Assistant  Secretary 
shall  also  appoint  a  member  of  the  Council 
to  senw  as  nonvoting  member  of  the  Assess- 
ment Policy  Committee. 

"ID/  Members  appointed  in  accordance 
with  subparagraph  lA/  li)  and  Hi)  shall  be 
appointed  for  terms  for  three  years  on  a 
staggered  basis. 

"13)  The  Assessment  Policy  Committee  es- 
tablished by  paragraph  12)  shall  be  responsi- 
ble for  the  design  of  the  National  Assess- 
ment, including  the  selection  of  the  learning 
areas  to  be  assessed,  the  development  and  se- 
lection of  goal  statements  and  assessment 
items,  the  assessment  methodology,  the  form 
and  content  of  the  reporting  and  dissemina- 
tion of  assessment  results,  and  studies  to 
evaluate  and  improve  the  form  and  utiliza- 
tion of  the  National  Assessment.  The  appro- 
priateness of  all  cognitive,  background,  and 
attitude  items  developed  as  part  of  the  Na- 
tional Assessment  shall  be  the  responsibility 
of  the  Assessment  Policy  Committee.  Such 
items  shall  be  subject  to  review  by  the  De- 
partment of  Education  and  the  Office  of 
Management  and  Budget  for  a  single  period 
of  not  more  than  sixty  days. 

"14)  Each  learning  area  assessment  shall 
have  goal  statements  devised  through  a  na- 
tional consensus  approach,  providing  for 
active  participation  of  teachers,  curriculum 
specialists,  subject  matter  specialists,  local 
school  administrators,  parents,  and  mem- 
bers of  the  general  public.  All  items  selected 
for  use  in  the  assessment  shall  be  reviewed 
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to  exclude  items  which  might  reflect  racial, 
sex.  cultural,  or  regional  bias. 

"IS)  Participation  in  the  National  Assess- 
ment by  State  and  local  education  agencies 
selected  as  part  of  a  sample  of  such  agencies 
shall  be  voluntary. 

"16)  The  Secretary  shall  provide  for  a  peri- 
odic review  of  the  National  AssessmenL  This 
review  shall  provide  an  opportunity  for 
public  comment  on  the  conduct  and  useful- 
ness of  the  National  Assessment  and  shall 
result  in  a  report  to  the  Congress,  the  Presi- 
dent, and  the  Nation  on  the  findings  and 
recommendations,  if  any.  of  the  review.  The 
Secretary  shall  consider  the  findings  and 
recommendations  in  designing  the  competi- 
tion to  select  the  organization  through 
which  the  Office  carries  out  the  National  As- 
sessment. 

"(f)(lJ  There  are  authorized  to  be  appro- 
priated to  carry  out  this  section  and  section 
406  of  this  Act,  $72,231,000  for  fiscal  year 
1987  and  such  sums  as  may  be  necessary  for 
each  of  the  four  succeeding  fiscal  years. 

"12)  The  Secretary  may  not  enter  into  a 
contract  for  the  purpose  of  regional  educa- 
tional laboratories  under  subsection 
(d)(3)(A)(i)  for  a  period  in  excess  of  five 
years. 

"13)  Not  less  than  95  per  centum  of  funds 
appropriated  pursuant  to  this  subsection  for 
any  fiscal  year  shall  be  expended  to  carry 
out  this  section  through  grants,  cooperative 
agreements,  or  contracts. 

"14)  When  more  than  one  Federal  agency 
uses  funds  to  support  a  single  project  under 
this  section,  the  Office  may  act  for  all  such 
agencies  in  administering  those  funds. 

"(g)(1)  In  each  fiscal  year  for  which  the 
total  amount  appropriated  to  carry  out  this 
section  and  section  406  of  this  Act  equals  or 
exceeds  the  total  amount  appropriated  for 
fiscal  year  1986  to  carry  out  such  sections— 

"(A)  not  less  than  $17,760,000  shall  be 
available  in  each  fiscal  year  In  vnrry  out 
subsection  (d)(4)(A)(ii)  of  this  section  (relat- 
ing to  centers); 

"(B)  not  less  than  $17,000,000  shall  be 
available  in  each  fiscal  year  to  carry  out 
subsection  (d)(4)(A)(i)  of  this  section  (relat- 
ing to  labs); 

"(C)  not  less  than  $5,700,000  shall  be  avail- 
able in  each  fiscal  year  to  assist  the  educa- 
tion resources  information  centers  pursuant 
to  subsection  (d)(3)(A)  of  this  section: 

"(D)    not    less    than    $4,000,000   shall    be 
available  in  each  fiscal  year  to  carry  out 
subsection  (e)  of  this  section  (relating  to  the 
National      Assessment       of      Educational ' 
Progress); 

"(E)  not  less  than  $8,750,000  shall  be  avail- 
able in  each  fiscal  year  to  carry  out  section 
406  of  this  Act  (relating  to  the  Center  for 
Educational  Statistics);  and 

"(F)  not  less  than  $500,000  shall  be  avail- 
able in  each  fiscal  year  to  carry  out  subsec- 
tion (d)(4)(A)(iii)  of  this  section  (relating  to 
field  initiated  research). 

"(2)  If  the  sums  appropriated  for  any 
fiscal  year  are  less  than  the  amount  required 
to  be  made  available  under  subparagraphs 
(A)  through  (F)  of  paragraph  (1),  then  each 
of  the  amounts  required  to  be  made  avail- 
able under  such  subparagraphs  shall  be  rat- 
ably reduced.  If  additional  amounts  become 
available  for  any  such  fiscal  year,  such  re- 
duced amounts  shall  be  increased  on  the 
same  basis  as  they  were  reduced. ". 

(b)  TRANsmoN  Provisions.— On  the  effec- 
tive date  of  this  title,  the  property  and 
records  of  the  National  Institute  of  Educa- 
tion shall  be  transferred  to  the  Office  of 
Educational  Research  and  Improvement 

(c)  Employment  Limitation  Waiver.— Not- 
withstanding the  3-year  employment  period 


limitation  under  section  405(d)(2)  of  the 
General  Education  Provisions  Act,  the  Sec- 
retary may  continue  to  employ  for  an  in- 
definite period  3  individuals,  selected  by  the 
Secretary,  who  are  employed  by  the  Office  of 
Educational  Research  and  Improvement  on 
the  date  of  enactment  of  this  Act,  were  em- 
ployed by  such  office  on  April  1,  1986,  and 
were  employed  by  the  National  Institute  of 
Education  under  its  excepted  hiring  author- 
ity immediately  prior  to  employment  by 
such  office. 

(d)  Technical  and  Conforming  Amend- 
ments.—Section  401  of  the  Department  of 
Education  Organization  Act  (Public  Law 
96-88)  is  amended  by  striking  out  subsection 
(c). 

SK(.  U02.  (K\TKK  tOK  f:iH(.fTI(/\  STATISTICS. 

(a)  General  Authority.— (1)  Section  406  of 
the  General  Education  Provisions  Act  is 
amended— 

(A)  by  striking  out  subsections  (e);  and 

(B)  by  redesignating  subsections  (f),  (g), 
(h),  and  (i)  as  subsections  (e),  (f),  (0,  and 
(h)  respectively. 

(2)  The  heading  of  such  section  is  amend- 
ed to  read  as  follows: 

"CENTER  for  education  STATISTICS"; 

(3)  Section  406(a)  of  the  General  Educa- 
tion Provisions  Act  is  amended— 

(A)  in  the  first  sentence  by  striking  out 
"Office"  and  everything  that  follows 
through  the  end  thereof,  and  inserting  in 
lieu  thereof  "Office  of  Educational  Research 
and  Improvement  a  Center  for  Education 
Statistics  (hereafter  in  this  section  referred 
to  as  the  'Center'). ";  and 

(B)  in  the  second  sentence,  by  striking  out 
"an  Administrator"  and  inserting  in  lieu 
thereof  "a  Director". 

(4)  Section  406(b)  of  the  General  Educa- 
tion Provisions  Act  is  amended— 

(A)  in  the  first  sentence  by  inserting  ",  and 
analyze, "  immediately  after  "collect ": 

(B)  in  paragraph  (1)  by  inserting  "if  feasi- 
ble, on  a  State-by-State  basis,"  after  "(1)": 
and 

(C)  in  paragraph  (5)  by  striking  out  "Edu- 
cation Division" and  inserting  "Department 
of  Education". 

(5)  Section  406(b)  of  the  General  Educa- 
tion Provision  Act  is  amended— 

(A)  by  striking  out  "and"  at  the  end  of 
paragraph  (4); 

(B)  by  striking  out  the  period  at  the  end  of 
paragraph  (5)  and  insert  in  lieu  thereof  a 
semicolon  and  the  word  "and":  and 

(C)  by  adding  at  the  end  thereof  the  follow- 
ing: 

"(61  access  periodically  the  current  and 
projected  supply  and  demand  for  elementary 
and  secondary  school  teachers  'including 
teachers  at  the  preschool  level)  and  early 
childhood  education  development  personnel 
with  particular  attention  to— 

"(A)  long-term  and  short-term  needs  for 
personnel  in  various  subject  areas  or  teach- 
ing specialities: 

"(B)  shortages  in  particular  types  of 
schools  or  communities,  and  in  States  or  re- 
gions: 

'(C)  the  number  of  minorities  entering 
teaching: 

"(D)  the  proportions  of  women  and  mi- 
norities in  educational  administration,  and 
the  trends  over  time; 

"(E)  the  demographic  characteristics,  aca- 
demic qualifications,  job  preparation,  expe- 
rience and  skills  of  existing  teachers  and 
new  entrants  in  the  field  of  education: 

'(F)  the  effect  of  the  introduction  of  State 
mandated  teacher  competency  tests  on  the 
demographic  and  educational  characteris- 
tics of  teachers  and  the  supply  of  teachers: 
and 


"(G)  the  rate  at  which  teachers  leave 
teaching,  their  reasons  for  leaving,  the 
sources  of  supply  for  new  entrants,  and  the 
trends  over  time. ". 

(b)  Advisory  CovNciL.—Section  406(c)(2) 
of  the  General  Education  Provisions  Act  is 
amended— 

(II  by  striking  out  subparagraph  (A); 

(21  by  redesignating  subparagraphs  (B), 
(C).  and  (D)  as  subparagraphs  (A).  (B),  and 
(C),  respectively;  and 

(3)  in  subparagraph  (A)  (as  redesignated 
by  paragraph  (2)),  by  striking  out  "Director 
of  the  National  Institute  of  Education, "  and 
inserting  ':Assistant  Secretary, ". 

(c)  Annual  Report.— Section  406(dl(l)  of 
the  General  Education  Provisions  Act  is 
amended  by  striking  out  "Assistant  Secre- 
tary" and  inserting  "Secretary". 

(di  Statistical  Records.— Section  40€(e) 
of  the  General  Education  Provisions  Act  (as 
redesignated  in  subsection  (a)(1))  is  amend- 
ed- 

(1)  in  paragraph  (1)— 

(A)  by  striking  out  "(A)"; 

(B)  by  striking  out  the  first  sentence  and 
inserting  "The  Center  is  authorized  to  fur- 
nish transcripts  or  copies  of  tables  and  other 
statistical  records  of  the  Office  and  make 
special  statistical  compilations  and  surveys 
for  State  and  local  officials,  public  and  pri- 
vate organizations,  and  individuals.  The 
Center  shall  provide  State  and  local  educa- 
tional agencies  opportunities  to  suggest  the 
development  of  particular  compilations  of 
statistics,  surveys,  and  analyses  that  would 
assist  those  educational  agencies.  ": 

(C)  in  the  fourth  sentence  by  striking  out 
"Assistant  Secretary"  each  place  it  appears 
and  inserting  "Secretary":  and 

(D)  by  striking  out  subparagraph  (B);  and 

(2)  by  striking  out  paragraph  (3). 

(e)  Authorization  of  Appropriations.— 
Section  406(f)  of  the  General  Education  Pro- 
visions Act  (as  redesignated  in  subsection 
(a)(1))  is  amended  to  read  as  follows: 

"(f)  Funds  to  carry  out  this  section  are  au- 
thorized by  section  405(g)  of  this  Act  ". 

(f)  Uniform  Financing  Data.— Section 
406(g)  of  the  General  Education  Provisions 
Act  (as  redesignated  in  subsection  (a)(1))  is 
amended  to  read  as  follows: 

"(g)  In  addition  to  its  other  responsibil- 
ities, the  Center  shall  collect  uniform  data 
from  the  States  on  the  financing  of  elemen- 
tary and  secondary  education.  Each  State 
receiving  funds  under  the  Education  Con- 
solidation and  Improvement  Act  of  1981 
shall  cooperate  with  the  Center  in  this 
effort ". 

SAY .  1493.  I  .Sf  OF  an W'CII.  STA FF  AND  FA CILITIBS. 

The  National  Advisory  Council  on  Educa- 
tional Research  and  Improvement  the  Advi- 
sory Council  on  Education  Statistics,  and 
members  of  such  councils  may  not  use  any 
staff,  facilities,  equipment  supplies,  or 
franking  privileges  of  the  councils  for  ac- 
tivities unrelated  to  the  purposes  of  the 
councils. 

SKC.    I  tot.  SI'KCIAL  PK(IJt:CTS  l\DER  THIC  SECRE- 
TAKfS  IHSCRETIOS.ARY  FISDS 

(a)  Discretionary  Programs.— Section 
583(a)(1)  of  the  Education  Consolidation 
and  Improvement  Act  of  1981  is  amended  by 
striking  out  ",  including"  and  all  that  fol- 
lows before  the  semicolon. 

(b)  Priority  Funding.— Section  583(b)  of 
the  Education  Consolidation  and  Improve- 
ment Act  of  1981  is  amended— 

(1)  by  striking  out  "and"  after  the  comma 
in  paragraph  (3); 

(2)  by  inserting  "and"  after  the  comma  in 
paragraph  (4): 
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(3)  by  adding  after  paragraph  (4)  the  fol- 
lowing: 

"fSJ  a  National  Diffusion  Network  pro- 
gram as  described  in  subsection  ic), "; 

(4)  by  striking  out  "paragraph  (4)1"  and 
inserting  "paragraph  (4)  and  not  less  than 
34  percent  of  funds  reserved  for  the  purposes 
of  this  section  in  the  case  of  the  program  re- 
ferred to  in  paragraph  fSJ)". 

(c)  National  Dirrvsios  Network— Section 
SS3  of  the  Education  Consolidation  and  Im- 
provement Act  of  1981  is  amended  by  adding 
the  folloicing  subsection  <c): 

"(c)ll>  The  National  Diffusion  Network 
program  under  subsection  (b)i5i  shall  be  a 
national  program  that  recognizes  and  fur- 
thers excellence  in  education  by:  (A)  promot- 
ing the  awareness  and  implementation  of 
exemplary  educational  programs,  products, 
and  practices  to  interested  elementary,  sec- 
ondary, and  postsecondary  institutions 
throughout  the  Nation;  and  (B)  promoting 
the  utilization  of  the  knowledge,  talents. 
and  services  of  local  staff  associated  with 
various  educational  excellence  recognition 
efforts. 

"121  The  program  shall  be  directed  toward 
improving  the  quality  of  education  through 
the  implementation  of  promising  and  vali- 
dated innovations  and  improvements  in 
educational  programs,  products,  and  prac- 
tices, and  through  the  provision  of  training, 
consultation,  and  related  assistance  serv- 
ices. 

"(31  In  carrying  out  the  program  the  Sec- 
retary shall— 

"(A)  acquaint  persons  responsible  for  the 
operation  of  elementary,  secondary,  and 
postsecondary  schools  with  information 
at)out  exemplary  educational  programs, 
products,  practices,  and  services; 

"(Bl  assist  them  in  implementing  pro- 
grams, products,  and  practices,  which  those 
persons  determine  to  hold  promise  for  im- 
proving the  quality  of  education  in  the 
schools  for^  which  they  are  responsible  by 
providing  materials,  initial  training,  and 
ongoing  implementation  assistance: 

"(C)  ensure  that  all  such  programs,  prod- 
ucts, and  practices  are  subjected  to  rigorous 
evaluation  with  respect  to  their  effectiveness 
and  their  capacity  for  implementation: 

"(D)  provide  program  development  assist- 
ance toward  the  recognition,  dissemination, 
and  implementation  of  promising  practices 
that  hold  the  potential  for  answering  criti- 
cal needs  and  that  have  achieved  credibility 
because  of  their  effective  use  in  schools;  and 

"(E)  ensure  that  a  substantial  percentage 
of  the  innovations  disseminated  represent 
significant  changes  in  practice  for  schools 
and  teachers: 

"(4)  For  the  purpose  of  carrying  out  the 
program  the  Secretary  is  authorized  to  make 
grants  to,  and  contracts  with,  local  educa- 
tional agencies.  State  educational  agencies, 
institutions  of  higher  education,  and  other 
public  and  nonprofit  private  educational 
institutions  and  organizations. ". 
TITLE  XV-AMERICAN  INDIAN.  ALASKA 

NATIVE.  AND  NATIVE  HAWAIIAN  CUL- 
TURE AND  ART  DEVELOPMENT 
.SEC.  liOI.  SHORT  TITLE. 

This  title  may  6e  cited  as  the  "American 
Indian.  Alaska  Native,  and  Native  Hawai- 
ian Culture  and  Art  Development  Act". 

SEC.  lit:.  FISDISGS. 

The  Congress  finds  that— 

ID  Indian  art  and  culture  and  Native  Ha- 
waiian art  and  culture  have  contributed 
greatly  to  the  artistic  and  cultural  richness 
of  the  Nation: 

(2)  Indian  art  and  culture  and  Native  Ha- 
toaiian  art  and  culture  occupy  a  unique  po- 


sition in  American  history  as  being  our  only 
native  art  form  and  cultural  heritage; 

(3)  the  enhancement  and  preservation  of 
this  Nation's  native  art  and  culture  has  a 
fundamental  positive  influence  on  the  Amer- 
ican people; 

(4)  although  the  encouragement  and  sup- 
port of  Indian  and  Native  Hawaiian  arts 
and  crafts  are  primarily  a  matter  for  pri- 
vate, local,  and  Indian  and  Native  Hawai- 
ian initiative,  it  is  also  an  appropriate 
matter  of  concern  to  the  Federal  Govern- 
ment: 

(5)  it  is  appropriate  and  necessary  for  the 
Federal  Government  to  support  research 
and  scholarship  in  Indian  art  and  culture 
and  Native  Hawaiian  art  and  culture  and 
to  complement  programs  for  the  advance- 
ment of  such  art  and  culture  by  tribal,  pri- 
vate, and  public  agencies  and  organiza- 
tions: 

(6)  current  Federal  initiatives  in  the  area 
of  Indian  art  and  culture  and  Native  Ha- 
waiian art  and  culture  are  fragmented  and 
inadequate;  and 

(II  in  order  to  coordinate  the  Federal  Gov- 
emment'k  effort  to  preserve,  support,  revital- 
ize, and  disseminate  Indian  art  and  culture 
and  Native  Hawaiian  art  and  culture,  it  is 
desirable  to  establish— 

(A)  a  national  Institute  of  American 
Indian  and  Alaska  Native  Culture  and  Arts 
Development,  and 

(Bl  a  program  for  Native  Hawaiian  cul- 
ture and  arts  development. 
SE(  I  SOI.  iii-:i-i\iTio\s. 

For  the  purpose  of  this  title— 

(II  The  term  "Indian  art  and  culture"  in- 
cludes (but  is  not  limited  lol  the  traditional 
and  contemporary  expressions  of  Indian 
language,  history,  visual  and  performing 
arts,  and  crafts. 

(21  The  term  "Native  Hawaiian  art  and 
culture"  includes  the  traditional  and  con- 
temporary expressions  of  Native  Hawaiian 
language,  history,  visual  and  performing 
arts,  and  crafts. 

(31  The  term  "Institute"  means  the  Insti- 
tute of  American  Indian  and  Alaska  Native 
Culture  and  Arts  Development  established 
by  this  title. 

(41  The  term  "Indian"  means  any  person 
who  is  a  member  of  an  Indian  tribe. 

(51  The  term  "Indian  tribe"  means  any 
tribe,  band,  nation,  or  other  organized 
group  or  community  of  Indians,  including 
any  Alaska  Native  village  (as  defined  in,  or 
established  pursuant  to,  the  Alaska  Native 
Claims  Settlement  Acti,  which  is  recognized 
as  eligible  for  special  programs  and  services 
provided  by  the  United  States  to  Indians  be- 
cause of  their  status  as  Indians. 

(61  The  term  "Native  Hawaiian"  means 
any  descendent  of  a  person  who.  prior  to 
1778,  was  a  native  of  the  Hawaiian  Islands. 

(71  The  term  "Secretary"  means  the  Secre- 
tary of  the  Interior. 

(81  The  term  "Board"  means  the  Board  of 
Trustees  of  the  Institute  established  under 
this  title. 


Part  A- 


-American  Indians  and  Alaska 
Natives 


SE( .  1501.  ESTA  BIJSHMEST  HE  l.\.STIT(  TE. 

(al  In  General.— There  is  hereby  estdb- 
lished  a  corporation  to  be  known  as  the  "In- 
stitute of  American  Indian  and  Alaska 
Native  Culture  and  Arts  Development", 
which  shall  be  under  the  direction  and  con- 
trol of  a  Board  of  Trustees  established  under 
section  1505. 

(b)  Succession  and  Amendment  of  Char- 
ter.—The  corporation  established  under 
subsection  (al  shall  have  succession  until 
dissolved  tyy  Act  of  Congress.  Only  the  Con- 


gress shall  have  the  authority  to  revise  or 
amend  the  charter  of  such  corporation. 

SEC.  ISOS.  HOARD  (IF  TRISTEES. 

(a)  Composition.— 

(II  The  Board  of  Trustees  of  the  Institute 
shall  be  composed  of  13  voting  members  and 
6  nonvoting  members  as  follows; 

(A)  The  voting  members  shall  be  appointed 
by  the  President  of  the  United  States  by  and 
with  the  advice  and  consent  of  the  Senate, 
not  later  than  180  days  after  the  date  of  en- 
actment of  this  Act,  from  among  individuals 
from  private  life  who  are  Indians,  or  other 
individuals,  widely  recognized  in  the  field  of 
Indian  art  and  culture  and  who  represent 
diverse  political  views. 

(B)  The  nonvoting  memtiers  shall  consist 
of- 

(i)  2  Members  of  the  House  of  Representa- 
tives appointed  by  the  Speaker  of  the  House 
of  Representatives  in  consultation  with  the 
Minority  Leader  of  the  House  of  Representa- 
tives: 

(ii)  2  Members  of  the  Senate  appointed  by 
the  President  pro  tempore  of  the  Senate, 
upon  the  recommendation  of  the  Majority 
Leader  and  the  Minority  Leader  of  the 
Senate: 

(iii)  the  President  of  the  Institute,  ex  offi- 
cio; and 

(iv)  the  president  of  the  student  body  of 
the  Institute,  ex  officio. 

(2)  In  making  appointments  pursuant  to 
paragraph  (1)(A/,  the  President  of  the 
United  States  shall— 

(Al  consult  with  the  Indian  tribes  and  the 
various  organizations  of  Indians: 

(B)  publish  in  the  Federal  Register  an  an- 
nouncement of  the  expiration  of  terms  no 
less  than  4  months  before  such  expiration; 

(C)  solicit  nominations  from  Indian  tribes 
and  various  Indian  organizations  to  fill  the 
vacancies: 

(Di  give  due  consideration  to  the  appoint- 
ment of  individuals  who  will  provide  appro- 
priate regional  and  tribal  representation  on 
the  Board:  and 

(El  ensure  that  a  majority  of  the  Board 
appointed  under  paragraph  (1)(A)  are  Indi- 
ans. 

(3)  Members  of  Congress  appointed"  under 
this  section,  or  their  designees,  shall  be  enti- 
tled to  attend  all  meetings  of  the  Board  and 
to  provide  advice  to  the  Board  on  any 
matter  relating  to  the  Institute. 

(b)  Terms  of  Office.— 

(1)  Except  as  otherwise  provided  in  this 
section,  members  shall  be  appointed  for 
terms  of  office  of  6  years. 

(2)  The  terms  of  office  on  the  Board  for  the 
Memtiers  of  the  House  of  Representatives 
and  of  the  Senate  shall  expire  at  the  end  of 
the  congressional  term  of  office  during 
which  such  Member  or  Senator  was  appoint- 
ed to  the  Board. 

(3)  Of  the  members  of  the  Board  first  ap- 
pointed under  subsection  (a)(1)(A)— 

(A)  4  shall  be  appointed  for  terms  of  office 
of  2  years; 

(B)  4  shall  be  appointed  for  terms  of  office 
of  4  years:  and 

(C)  5  shall  be  appointed  for  terms  of  office 
of  6  years, 

as  determined  by  the  drawing  of  lots  during 
the  first  meeting  of  the  Board. 

(4)  No  member  of  the  Board  appointed 
under  subsectioA  (a)(1)(A)  shall  be  eligible 
to  serve  in  excess  of  2  consecutive  terms,  but 
may  continue  to  serve  until  such  member's 
successor  is  appointed. 

(c)  Vacancies.— Any  member  of  the  Board 
appointed  under  subsection  (a)  to  fill  a  va- 
cancy occurring  before  the  expiration  of  the 
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term  to  which  such  member's  predecessor 
was  appointed  shall  be  appointed  for  the  re- 
mainder of  such  term.  If  the  vacancy  occurs 
prior  to  the  expiration  of  the  term  of  a 
member  of  the  Board  appointed  under  sub- 
section (aXlXBt,  a  replacement  shall  be  ap- 
pointed in  the  same  manner  in  which  the 
original  appointment  was  made. 

<d)  Removal.— No  member  of  the  Board 
may  be  removed  during  the  term  of  office  of 
such  member  except  for  just  and  sufficient 
cause. 

(eJ  Chairman  and  Vice  Chairman.— The 
President  of  the  United  States  shall  desig- 
nate the  initial  Chairman  and  Vice  Chair- 
man of  the  Board  from  among  the  members 
of  the  Board  appointed  pursuant  to  subsec- 
tion (aXlKA).  Such  Chairman  and  Vice 
Chairman  so  designated  shall  serve  for  12 
calendar  months.  Thereafter,  the  Chairman 
and  Vice  Chairman  shall  be  elected  from 
among  the  members  of  the  Board  appointed 
pursuant  to  subsection  (a)il)(A)  and  shall 
serve  for  terms  of  2  years.  In  the  case  of  a 
vacancy  in  the  office  of  Chairman  or  Vice 
Chairman,  such  vacancy  shall  be  filled  by 
the  members  of  the  Board  appointed  pursu- 
ant to  subsection  (a)(l)(A>,  and  the  member 
filling  such  vacancy  shall  serve  for  the  re- 
mainder of  the  unexpired  term. 

(f)  Quorum.— Unless  otherwise  provided  by 
the  bylaws  of  the  Institute,  a  majority  of  the 
members  appointed  under  subsection 
(a)(1)(A)  shall  constitute  a  quorum. 

(g)  Powers.— The  Board  is  authorized- 

(1)  to  formulate  the  policy  of  the  Institute; 

(2)  to  direct  the  management  of  the  Insti- 
tute; and 

(3)  to  make  such  bylaws  and  rules  as  it 
deems  necessary  for  the  administration  of 
its  functions  under  this  title,  including  the 
organization  and  procedures  of  the  Board. 

(h)  Compensation.— Members  of  the  Board 
appointed  pursuant  to  subsection  (a)(1)(A) 
shall,  for  each  day  they  are  engaged  in  the 
performance  of  the  duties  under  this  title, 
receive  compensation  at  the  rate  of  $125  per 
day.  including  traveltime.  All  members  of 
the  Board,  while  so  serving  away  from  their 
homes  or  regular  places  of  business,  shall  be 
allowed  travel  expenses  (including  per  diem 
in  lieu  of  subsistence),  as  authorized  by  sec- 
tion 5703  of  title  5,  United  States  Code,  for 
persons  in  Government  service  employed 
intermittently. 

(i)  Review  by  the  Secretary  or  the  Interi- 
or.—For  so  long  as  any  employee  of  the  In- 
stitute is  covered  under  title  5,  United  States 
Code,  the  Board  (acting  by  majority  vote) 
shall  submit  final  decisions  relating  to  per- 
sonnel to  the  Secretary  of  the  Interior.  Each 
such  decision  shall  become  final  30  days 
after  the  date  of  its  receipt  by  the  Secretary 
unless  the  Secretary  disapproves  of  such  de- 
cision. The  Secretary  may  only  disapprove  a 
decision  of  the  Board  for  just  cause. 

SEC.  IS0€.  t:XFXni\E  BOARD. 

(a)  Composition.— The  Board  shall  have  an 
Executive  Board  composed  of— 

(1)  the  chairman  of  the  Board; 

(2)  the  vice  chairman  of  the  Board; 

(3)  the  secretary  of  the  Board; 

(4)  the  treasurer  of  the  Board;  and 

(5)  an  at-large  member  of  the  Board  elect- 
ed by  the  Board  at  its  initial  meeting. 

(b)  Vacancies.— In  the  case  of  any  vacancy 
which  occurs  in  the  position  of  at-large 
member  before  the  expiration  of  such  mem- 
ber's term,  the  Board  shall  elect  a  replace- 
ment to  complete  that  term. 

(c)  Meetings.— The  Executive  Board  shall 
hold  not  more  than  4  regular  meetings  per 
calendar  year.  Special  meetings  may  be  held 
upon  the  call  of  the  chairman  or  3  members 
of  the  Executive  Board. 


(d)  QvoRUM.—A  majority  of  the  Executive 
Board  shall  constitute  a  quorum. 

(e)  Powers.— The  Executive  Board  may 
hold  and  use  all  the  powers  of  the  Board, 
subject  to  the  approval  of  the  Board. 

.SK<.  IS07.  (iKSHKAl.  IliHKRS  Of  THE  BOARD. 

In  carrying  out  the  provisions  of  this  title, 
the  Board  shall  have  the  power,  consistent 
with  the  provisions  of  this  title— 

(1)  to  adopt,  use,  and  alter  a  corporate 
seal; 

(2)  to  make  agreements  and  contracts  with 
persons,  Indian  tribes,  and  private  or  gov- 
ernmental entities  and  to  make  payments  or 
advance  payments  under  such  agreements 
or  contracts  without  regard  to  section  3324 
of  title  31,  United  States  Code; 

(3)  to  sue  and  be  sued  in  its  corporate 
name  and  to  complain  and  defend  in  any 
court  of  competent  jurisdiction; 

(4)  to  represent  itself,,  or  to  contract  for 
representation,  in  all  judicial,  legal,  and 
other  proceedings; 

(5)  with  the  approval  of  the  agency  con- 
cerned, to  make  use  of  services,  facilities, 
and  property  of  any  board,  commission,  in- 
dependent establishment,  or  executive 
agency  or  department  of  the  executive 
branch  in  carrying  out  the  provisions  of  this 
title  and  to  pay  for  such  use  (such  payments 
to  be  credited  to  the  applicable  appropria- 
tion that  incurred  the  expense); 

(6)  to  use  the  United  States  mails  on  the 
same  terms  and  conditions  as  the  executive 
departments  of  the  United  States  Govern- 
ment; 

(7)  to  obtain  the  services  of  experts  and 
consultants  in  accordance  with  the  provi- 
sions of  section  3109  of  title  5,  United  States 
Code,  and  to  accept  and  utilize  the  services 
of  voluntary  and  noncompensated  personnel 
and  reimburse  them  for  travel  expenses,  in- 
cluding per  diem,  as  authorized  by  section 
5703  of  title  5,  United  States  Code; 

(8)  to  solidit,  accept,  and  dispose  of  gifts, 
bequests,  devises  of  money,  securities,  and 
other  properties  of  whatever  character,  for 
the  benefit  of  the  Institute; 

(9)  to  receive  grants  from,  and  enter  into 
contracts  and  other  arrangements  with.  Fed- 
eral, State,  or  local  governments,  public  and 
private  agencies,  organizations,  institu- 
tions, and  individuals; 

(10)  to  acquire,  hold,  maintain,  use,  oper- 
ate, and  dispose  of  such  real  property,  in- 
cluding improvements  thereon,  personal 
property,  equipment,  and  other  items,  as 
may  be  necessary  to  enable  the  Board  to 
carry  out  the  purpose  of  this  title; 

(11)  to  obtain  insurance  or  make  other 
provisions  against  iosses; 

(12)  to  use  any  funds  or  property  received 
by  the  Institute  to  carry  out  the  purpose  of 
this  title;  and 

(13)  to  exercise  all  other  lawful  powers 
necessarily  or  reasonably  related  to  the  es- 
tablishment of  the  Institute  in  order  to  carry 
out  the  provisions  of  this  title  and  the  exer- 
cise of  the  powers,  purposes,  functions, 
duties,  and  authorized  activities  of  the  In- 
stitute. 

SEC.  ISOH.  PRESIDEST  OE  THE  ISSTITITE. 

(a)  Appointment.— The  Institute  shall  have 
a  President  who  shall  &e  appointed  by  the 
Board.  The  President  of  the  Institute  shall 
serve  as  the  chief  executive  officer  of  the  In- 
stitute. Subject  to  the  direction  of  the  Board 
and  the  general  supervision  of  the  Chair- 
man of  the  Board,  the  President  of  the  Insti- 
tute shall  have  the  responsibility  for  carry- 
ing out  the  policies  and  functions  of  the  In- 
stitute and  shall  have  authority  over  all  per- 
sonnel and  activities  of  the  Institute. 

(b)  Compensation.— The  President  of  the 
Institute  shall  be  paid  at  a   rate  not  to 


exceed  the  maximum  rate  of  basic  pay  pay- 
able for  grade  GS-18  of  the  General  Sched- 
ule. 

SEC.  ISti.  STAFF  OF  ISSTirnE. 

(a)  Exemption  From  Civil  Service.— 
Except  as  otherwise  provided  in  this  section, 
title  5,  United  States  Code,  shall  not  apply 
to  the  Institute. 

(b)  Appointment  AND  Compensation.- 

(1)  The  President  of  the  Institute,  with  the 
approval  of  the  Board,  shall  have  the  au- 
thority to  appoint  fix  the  compensation  of 
(including  health  and  retirement  benefits), 
and  prescribe  the  duties  of,  such  officers  and 
employees  as  the  President  of  the  Institute 
deems  necessary  for  the  efficient  adminis- 
tration of  the  Institute. 

(2)  The  President  of  the  Institute  shaU  fix 
the  basic  compensation  for  officers  and  em- 
ployees of  the  Institute  at  rates  comparable 
to  the  rates  in  effect  under  the  General 
Schedule  for  individuals  with  comparable 
qualifications,  and  holding  comparable  po- 
sitions, to  whom  chapter  51  of  title  5,  United 
States  Code,  applies. 

(3)(A)  Not  later  than  180  days  after  the 
President  of  the  Institute  is  appointed,  the 
President  of  the  Institute  shall  make  policies 
and  procedures  governing— 

(i)  the  establishment  of  positions  at  the  In- 
stitute, 

(ii)  basic  compensation  for  such  positions 
(including  health  and  retirement  benefits), 

(Hi)  entitlement  to  compensation, 

(iv)  conditions  of  employment 

(v)  discharge  from  employment, 

(vi)  the  leave  system,  and 

(vii)  such  other  matters  as  may  bi  appro- 
priate. 

(B)  Rules  and  regulations  promulgated 
with  respect  to  discharge  and  conditions  of 
employment  shall  require— 

(i)  that  procedures  be  established  for  the 
rapid  and  equitable  resolution  of  grievances 
of  such  individuals;  and 

(ii)  that  no  individual  may  be  discharged 
without  notice  of  the  reasons  therefor  and 
an  opportunity  for  a  hearing  under  proce- 
dures that  comport  with  the  requirements  of 
due  process. 

(c)  Appeal  to  Board.— Any  officer  or  em- 
ployee of  the  Institute  may  appeal  to  the 
Board  any  determination  by  the  President 
of  the  Institute  to  not  re-employ  or  to  dis- 
charge such  officer  or  employee.  Upon 
appeal,  the  Board  may.  i7i  writing,  overturn 
the  determination  of  the  President  of  the  In- 
stitute with  respect  to  the  employment  of 
such  officer  or  employee. 

(d)  No  Reduction  in  Classification  or 
Compensation.— Individuals  who  elect  to 
remain  civil  service  employees  shall  be 
transferred  in  accordance  with  applicable 
laws  and  regulations  relating  to  the  transfer 
of  functions  and  personnel,  except  that  any 
such  transfer  shall  not  result  in  a  reduction 
in  classification  or  compensation  with  re- 
spect to  any  such  individual  for  at  least  one 
year  after  the  date  on  which  stich  transfer 
occurs. 

(e)  Leave.— 

(1)  Any  individual  who— 

(A)  elects  under  subsection  (gl  to  be  cov- 
ered under  the  provisions  of  this  section,  or 

(B)  is  an  employee  of  the  Federal  Govern- 
ment and  is  transferred  or  reappointed, 
without  a  break  in  service,  from  a  position 
under  a  different  leave  system  to  the  Insti- 
tute, 

shall  be  credited  for  purposes  of  the  leave 
system  provided  under  rules  and  regulations 
promulgated  pursuant  to  subsection  (b), 
with  the  annual  and  sick  leai>e  to  the  credit 
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of  such  individual  immediately  be/ore  the 
effective  date  of  such  election,  transfer,  or 
reapvoi  n  tmen  L 

<2t  Upon  termination  of  employment  with 
the  Institute,  any  annual  leave  remaining  to 
the  credit  of  an  individual  within  the  pur- 
view of  this  section  shall  be  liquidated  in  ac- 
cordance uxith  sections  SSSKa/  and  6306  of 
title  5,  United  States  Code,  except  that  leave 
earned  or  accrued  under  rules  and  regula- 
tions promulgated  pursuant  to  subsection 
IbJ  shall  not  be  so  liquidated. 

(3)  In  the  case  of  any  individual  who  is 
transferred,  promoted,  or  reappointed,  with- 
out break  in  service,  to  a  position  in  the 
Federal  Government  under  a  different  leave 
system,  any  remaining  leave  to  the  credit  of 
such  person  earned  or  credited  under  the 
rules  and  regulations  promulgated  pursuant 
to  subsection  (b)  shall  be  transferred  to  the 
credit  of  such  individual  in  the  employing 
agency  on  an  adjusted  basis  in  accordance 
urith  the  rules  and  regulations  which  shall 
be  promulgated  by  the  Office  of  Personnel 
Management. 

If)  APPLICABIUTY.—This  section  shall  apply 
to  any  individual  appointed  after  the  date 
of  enactment  of  this  title  for  employment  in 
the  Institute.  Except  as  provided  in  subsec- 
tions Id)  and  ig).  the  enactment  of  this  title 
shall  not  affect— 

11)  the  continued  employment  of  any  indi- 
vidual employed  immediately  before  the 
date  of  enactment  of  this  title,  or 

121  such  individual's  right  to  receive  the 
compensation  attached  to  such  position. 

Ig)  Termination  of  Civil  Service  Posi- 
tions.— 

HI  At  the  end  of  the  2-year  period  begin- 
ning on  the  date  referred  to  in  section 
1514if).  any  position  at  the  Institute  which 
is  occupied  by  an  individual  in  the  civil 
service  shall  terminate.  During  such  period, 
such  individual  -nay  make  an  irrevocable 
election  to  be  covered  under  the  provisions 
of  this  section,  except  that  any  such  individ- 
ual who  is  subject  to  subchapter  III  of  chap- 
ter 83  Oj  title  5.  United  States  Code,  may 
elect  to  continue  to  be  subject  to  such  sub- 
chapter, and  any  such  individual  who  is 
subject  to  chapter  84  of  such  title  may  elect 
to  continue  to  be  subject  to  such  chapter. 

12)  Any  indiiidual  who  makes  an  election 
under  paragraph  il>  to  continue  to  be  sub- 
ject to  subchapter  III  of  chapter  83  of  title  5. 
United  States  Code,  or  chapter  84  of  such 
title  shall,  so  long  as  continually  employed 
by  the  Institute  without  a  break  in  service 
subject  to  such  subchapter  or  such  chapter 

.  84,  as  the  case  may  be,  continue  to  be  treat- 
ed as  an  employee  subject  to  such  subchap- 
ter or  such  chapter  84.  as  the  case  may  be. 
Employment  by  the  Institute  without  a 
break  of  continuity  in  service  shall  t>e  con- 
sidered to  be  employment  by  the  United 
States  Government  for  the  purpose  of  such 
subchapter  or  such  chapter  84.  as  the  case 
may  be.  The  Institute  shall  be  responsible  for 
making  the  contributions  required  to  be 
Tnade  by  an  employing  agency  under  such 
sutichapter  or  such  chapter  84.  as  the  case 
may  be. 

Ih)  Collective  Bargaining.— The  Institute 
shall  be  considered  an  agency  for  the  pur- 
pose of  chapter  71  of  title  5,  United  States 
Code. 

li)  Workmen's  Compensation.— Employees 
of  the  Institute  shall  receive  compensation 
for  work  injuries  and  illnesses  in  accord- 
ance with  chapter  81  of  title  5,  United  States 
Code. 
SEC  isi*.  Fi.smoys  of  the i.ssTinn:. 

la)  Primary  FvNcrioNS.-The  primary 
functions  of  the  Institute  shall  be- 


11) to  provide  scholarly  study  of.  and  in- 
struction in.  Indian  art  and  culture,  and 

12)  to  establish  programs  which  culminate 
in  the  awarding  of  degrees  in  the  various 
fields  of  Indian  art  and  culture. 

lb)  Establishments  Within  Institute.- 
There  shall  be  established  within  the  Insti- 
tute— 

11)  a  Center  for  Culture  and  Art  Studies  to 
be  administered  by  a  director  lappointed  by 
the  President  of  the  Institute,  with  the  ap- 
proval of  the  Board),  which  shall  include 
Ibut  not  be  limited  to)  Departments  of  Arts 
and  Sciences.  Visual  Arts.  Performing  Arts. 
Language.  Literature,  and  Muscology:  and 

12)  a  Center  for  Research  and  Cultural  Ex- 
change, administered  by  a  director  lap- 
pointed  by  the  President  of  the  Institute, 
with  the  approval  of  the  Board),  which  shall 
include— 

IA>  a  museum  of  Indian  arts: 

IB)  a  learning  resources  center: 

IC)  programs  of  institutional  support  and 
development: 

ID)  research  programs; 

lEi  fellowship  programs; 

IF)  seminars: 

IG)  publications; 

IH)  scholar-in-residence  and  artist-in-resi- 
dence  programs:  and 

11)  inter-institutional  programs  of  coop- 
eration at  national  and  international  levels. 

ic)  Other  PRoaRAias.—In  addition  to  the 
centers  and  programs  described  in  subsec- 
tion lb),  the  Institute  shall  develop  such  pro- 
grams and  centers  as  the  Board  determines 
are  necessary  to- 
il)  foster    research    and    scholarship    in 
Indian  art  and  culture  through— 
lA)  resident  programs: 
IB)  cooperative  programs:  and 
iC)  grant  programs: 

12)  complement  existing  tribal  programs 
for  the  advancement  of  Indian  art  and  cul- 
ture: and 

13)  coordinate  efforts  to  preserve,  support, 
revitalise,  and  develop  evolving  forms  of 
Indian  art  and  culture. 

»,(.  isi  I.  /v/>/iv/*«a>aka.v(a;. 

la)  In  General.— Notwithstanding  any 
other  provision  of  Federal  or  State  law.  the 
Institute  is  authorized  to  extend  preference 
to  Indians  in— 

11)  admissions  to.  and  enrollment  in,  pro- 
grams conducted  by  the  Institute. 

12)  employment  by  the  Institute,  and 

13)  contracts,  fellowships,  and  grants 
awarded  by  the  Institute. 

lb)  Hiring  Preference.— In  carrying  out 
section  1509ib)ll).  the  President  of  the  Insti- 
tute shall,  to  the  maximum  extent  practica- 
ble, give  preference  in  hiring  to  Indians. 

SEC.  1511.    SOM'HOflT  «  V/>  \0\POI.ITK  Al.  MTtRE 
01-  THE  I\STITI  TE. 

la)  Stock.— The  Institute  shall  have  no 
power  to  issue  any  shares  of  slock  or  to  de- 
clare or  pay  any  dividends.  1 

lb)  Nonprofit  Nature.— No  part  of  the 
income  or  assets  of  the  Institute  shall  inure 
to  the  benefit  of  any  director,  officer,  em- 
ployee, or  any  other  individual  except  as 
salary  or  reasonable  compensation  for  serv- 
ices. 

Ic)  Nonpolitical  Nature.— The  Institute 
may  not  contribute  to.  or  otherwise  support, 
any  political  party  or  candidate  for  elective 
public  office. 

SEC  151  J.  TA.i  STiTtS 

The  Institute  and  the  franchise,  capital, 
reserves,  income,  and  property  of  the  Insti- 
tute shall  be  exempt  from  all  taxation  now 
or  hereafter  imposed  by  the  United  States, 
by  any  Indian  tribe,  or  by  any  State  or  polit- 
ical subdivision  thereof. 


SEC  1511.  TRASSEER  OF  FISCTIOSS. 

la)  Institute  of  American  Indian  Arts.— 
There  are  hereby  transferred  to  the  Institute 
of  American  Indian  and  Alaska  Native  Cul- 
ture and  Art  Development,  and  such  Insti- 
tute shall  perform,  the  functions  of  the  Insti- 
tute of  American  Indian  Arts  established  by 
the  Secretary  in  1962. 

lb)  Certain  Matters  Relating  to  Trans- 
ferred Functions.— 

11)  All  personnel,  liabilities,  contracts,  real 
property  lincluding  the  collections  of  the 
museum  located  on  the  site  known  as  the 
"Santa  Fe  Indian  School"  but  not  the 
museum  building),  personal  property,  assets, 
and  records  as  are  determined  by  the  Direc- 
tor of  the  Office  of  Management  and  Budget 
to  be  employed,  held,  or  used  primarily  in 
connection  with  any  function  transferred 
under  the  provisions  of  this  title  Iregardless 
of  the  administrative  entity  providing  the 
services  on  the  date  before  the  transfer)  shall 
be  transferred  to  the  Institute. 

12)  Personnel  engaged  in  functions  trans- 
ferred by  this  title  shall  be  transferred  in  ac- 
cordance with  applicable  laws  and  regula- 
tions relating  to  the  transfer  of  functions, 
except  that  such  transfer  shall  be  without  re- 
duction in  classification  or  compensation 
for  one  year  after  such  transfer. 

Ic)  References  in  Other  Laws.— All  laws 
and  regulations  relating  to  the  Institute  of 
American  Indian  Arts  established  by  the  Sec- 
retary in  1962  shall  insofar  as  such  laws 
and  regulations  are  appropriate,  and  not  in- 
consistent with  the  provisions  of  this  title, 
remain  in  full  force  and  effect  and  apply 
with  respect  to  the  Institute.  All  references 
in  any  other  Federal  law  to  the  Institute  of 
American  Indian  Arts,  or  any  officer  trans- 
ferred to  the  Institute  of  American  Indian 
and  Alaska  Native  Culture  and  Arts  Devel- 
opment under  subsection  lb),  shall  be 
deemed  to  refer  to  the  Institute  of  American 
Indian  and  Alaska  Native  Culture  and  Arts 
Development  or  an  officer  of  the  Institute  of 
American  Indian  and  Alaska  Native  Culture 
and  Arts  Development. 

Id)  Technical  and  Support  Assistance.— 
During  the  2-year  period  beginning  on  the 
date  referred  to  in  subsection  If),  the  Secre- 
tary of  the  Interior  shall  provide  such  tech- 
nical and  support  assistance  to  the  Institute 
as  the  Secretary  determines  reasonable  or 
necessary  to  assist  the  Institute.  Such  assist- 
ance shall  include  audit,  accounting,  com- 
puter services,  and  building  and  mainte- 
nance services. 

le)  Advisory  Board.— During  the  period 
beginning  on  the  date  of  enactment  of  this 
title  and  ending  on  the  date  referred  to  in 
subsection  If),  the  Advisory  Board  for  Insti- 
tute of  American  Indian  Arts  shall  continue 
to  act  in  an  advisory  role  for  the  Board  and 
the  Institute  of  American  Indian  and  Alaska 
Native  Culture  and  Arts  Development. 

If)  Effective  Date.— The  provisions  of  this 
section  lother  than  subsection  le))  shall  take 
effect  on  October  1.  1986. 

SEC  1515.  reports. 

la)  Annual  Report.— The  President  of  the 
Institute  shall  submit  an  annual  report  to 
the  Congress  and  to  the  Board  concerning 
the  status  of  the  Institute  during  the  12  cal- 
endar months  preceding  the  date  of  the 
report.  Such  report  shall  include,  among 
other  matters,  a  detailed  statement  of  all 
private  and  public  funds,  gifts,  and  other 
items  of  a  monetary  value  received  by  the 
Institute  during  such  12-month  period  and 
the  disposition  thereof  as  well  as  any  recom- 
mendations for  improving  the  Institute. 

lb)  Budget  Proposal.— 
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(1)  During  the  2-year  period  beginning  on 
the  date  referred  to  in  section  lS14(f),  the 
Board  shall  submit  a  budget  proposal  to  the 
Secretary  of  the  Interior.  The  Secretary  shall 
submit  that  proposal  to  the  Congress. 

12)  After  the  period  described  in  paragraph 
(11  and  for  each  fiscal  year  thereafter,  the 
Board  shall  submit  a  budget  proposal  to  the 
Congress. 

(31  A  budget  proposal  under  this  subsec- 
tion shall  be  submitted  not  later  than  April 
J  of  each  calendar  year  and  shall  propose  a 
budget  for  the  Institute  for  the  2  fiscal  years 
succeeding  the  fiscal  year  during  which  such 
proposal  is  submitted. 

(4)  In  determining  the  amount  of  funds  to 
be  appropriated  to  the  Institute  on  the  basis 
of  such  proposals,  the  Congress  shall  not 
consider  the  amount  of  private  fundraising 
or  bequests  made  on  behalf  of  the  Institute 
during  any  preceding  fiscal  year. 

Sf:(.  /o/«.  HEMtUtARTKRS. 

The  site  of  the  Institute  of  American 
Indian  Arts,  at  Santa  Fe,  New  Mexico,  shall 
be  maintained  as  the  location  for  the  Insti- 
tute of  Indian  and  Alaska  Native  Culture 
and  Arts  Development.  To  facilitate  this 
action  and  the  continuity  of  programs  being 
provided  at  the  Institute  of  American 
Indian  Arts,  the  Secretary  may  enter  into 
negotiations  with  State  and  local  govern- 
ments for  such  exchanges  or  transfers  of 
lands  and  such  other  assistance  as  may  be 
required. 

SKC.  ISIT.  (VVPUAWK  WITH  IITHKR  UTS. 

(a)  In  General.— The  Institute  shall 
comply  with  the  provisions  of— 

(1)  Public  Law  95-341  (42  U.S.C.  19961. 
popularly  known  as  the  American  Indian 
Religious  Freedom  Act, 

(2)  the  Archeological  Resources  Protection 
Act  of  1979  116  U.S.C.  470aa  et  seq.J.  and 

(3)  the  National  Historic  Preservation  Act 
(16  U.S.C.  470  et  seq.J. 

(bJ  Criminal  Laws.— All  Federal  criminal 
laws  relating  to  larceny,  embezzlement,  or 
conversion  of  the  funds  or  the  property  of 
the  United  States  shall  apply  to  the  funiis 
and  property  of  the  Institute. 

SKI.  lilK  KMKlWMt:\T PRIXiRAM. 

(a)  Establishment.— 

(1)  From  the  amount  appropriated  pursu- 
ant to  section  1521  (aK  the  Secretary  shall 
make  available  to  the  Institute  not  more 
than  $500,000  which  shall  be  deposited  into 
a  trust  fund  maintained  by  the  Institute  at 
a  federally  insured  banking  or  savings  insti- 
tution. 

(2>  The  President  of  the  Institute  shall  pro- 
vide for  the  deposit  into  the  trust  fund  de- 
scribed in  paragraph  (1)— 

(A)  of  a  capital  contribution  by  the  Insti- 
tute in  an  amount  equal  to  the  amount  of 
each  Federal  contribution:  and 

(B)  any  earnings  on  the  funds  deposited 
under  paragraph  (II  or  subparagraph  (Al. 

(3>  Funds  in  the  trust  fund  described  in 
paragraph  (1)  shall  be  invested  in  a  manner 
as  to  insure  the  accumulation  of  interest 
thereon  at  a  rate  not  less  than  that  generally 
available  for  similar  funds  deposited  at  the 
same  banking  or  savings  institution  for  the 
same  period  or  periods  of  time. 

(4)  If  at  any  time  the  Institute  withdraws 
any  capital  contribution  made  by  the  Insti- 
tute to  the  trust  fund  described  in  para- 
graph (1),  an  equal  amount  of  Federal  cap- 
ital contribution  shall  be  withdrawn  from 
such  trust  fund  and  returned  to  the  Treas- 
ury as  miscellaneous  receipts. 

(51  No  part  of  the  net  earnings  of  the  trust 
fund  described  in  paragraph  (1/  shall  inure 
to  the  benefit  of  any  private  person. 

(6)  The  President  of  the  Institute  shall  pro- 
vide for  such  other  provisions  governing  the 


trust  fund  described  in  paragraph  (1)  as 
may  be  necessary  to  protect  the  financial  in- 
terest of  the  United  States  and  to  promote 
the  purpose  of  this  title  as  are  agreed  to  by 
the  Secretary  and  the  Institute,  including 
recordkeeping  procedures  for  the  expendi- 
ture of  accumulated  interest  which  allow  the 
Secretary  to  audit  and  monitor  programs 
and  activities  conducted  with  such  interest. 

(b)  Use  of  Fvnds.— Interest  deposited  pur- 
suant to  subsection  (a)(2)(B)  in  the  trust 
fund  described  in  subsection  (a)(1)  may  6? 
periodically  withdrawn  and  used,  at  the  dis- 
cretion of  the  Institute,  to  defray  any  ex- 
penses associated  with  the  operation  of  the 
Institute,  including  expense  of  operations 
and  maintenance,  administration,  academ- 
ic and  support  personnel,  community  and 
student  services  programs,  and  technical  as- 
sistance. 

(c)  Compliance  With  Matching  Require- 
ment.—For  the  purpose  of  complying  with 
the  contribution  requirement  of  subsection 
(a)(2)(A).  the  Institute  may  use  funds  which 
are  available  from  any  private  or  tribal 
source. 

(d)  Allocation  of  Funds.— From  the 
amount  appropriated  pursuant  to  section 
1521(a),  the  Secretary  shall  allocate  to  the 
Institute  an  amount  for  a  Federal  capital 
contribution  equal  to  the  amount  which  the 
Institute  demonstrates  has  been  placed 
within  the  control  of,  or  irrevocably  com- 
mitted to  the  use  of,  the  Institute  and  is 
available  for  deposit  as  a  capital  contribu- 
tion of  that  Institute  in  accordance  with 
subsection  (a). 

Part  B— Native  Ha  waiians 

NAT.    /.;.'/.   I'RfKiRAV  FOR  \ATIIE  HAWAII.iS  (IL- 
TIRt:  AM)  ARTS  IIHVKI.OI'MKM. 

(a)  In  General.— The  Secretary  of  the  Inte- 
rior is  authorised  to  make  grants  for  the 
purpose  of  supporting  a  program  for  Native 
Hawaiian  culture  and  arts  development  to 
any  private,  nonprofit  organization  or  in- 
stitution which— 

(1)  primarily  serves  and  represents  Native 
Hawaiians.  and 

(2)  has  been  recognized  by  the  Governor  of 
the  State  of  Hawaii  for  the  purpose  of 
making  such  organization  or  institution  eli- 
gible to  receive  such  grants. 

(b)  Purpose  of  Grants.— Grants  made 
under  subsection  (a)  shall,  to  the  extent 
deemed  possible  by  the  Secretary  and  the  re- 
cipient of  the  grant,  be  used— 

(1)  to  provide  scholarly  study  of.  and  in- 
struction in.  Native  Hawaiian  art  and  cul- 
ture. 

(2)  to  establish  programs  which  culminate 
in  the  awarding  of  degrees  in  the  various 
fields  of  Native  Hawaiian  art  and  culture, 
or 

(3)  to  establish  centers  and  programs  with 
respect  to  Native  Hawaiian  art  and  culture 
that  are  similar  in  purpose  to  the  centers 
and  programs  described  in  subsections  (b) 
and  (c)  of  section  1510. 

(c)  Management  of  Grants.— 

(1)  Any  organization  or  institution  which 
is  the  recipient  of  a  grant  made  under  sub- 
section (a)  shall  establish  a  governing  board 
to  manage  and  control  the  program  with  re- 
spect to  which  such  grant  is  made. 

(2)  The  members  of  the  governing  board 
which  is  required  to  be  established  under 
paragraph  (1)  shall— 

(A)  be  Native  Hawaiians  or  individuals 
widely  recognized  in  the  field  of  Native  Ha- 
waiian art  and  culture. 

(B)  include  a  representative  of  the  Office 
of  Hawaiian  Affairs  of  the  State  of  Hawaii, 
and 

(C)  shall  serve  for  a  fixed  term  of  office. 


SAT.  IS2Z  ADillMSTRATI\ E  PROMSIOSS. 

(a)  Payments.— The  Secretary  may  award 
grants  under  this  part  in  installments,  in 
advance,  or  by  way  of  reimbursement  and 
may  make  necessary  adjustments  in  pay- 
ments of  grants  on  account  of  overpayments 
or  underpayments. 

(b)  Recovery  of  Overpayments.— 

(1)  If  the  Secretary  or  a  court  of  competent 
jurisdiction  finds  that— 

(A)  any  person— 
(i)  has—  , 

(1)  made,  or  has  caused  to  be  made  by  an- 
other, a  false  statement  or  representation  of 
a  material  fact  knowing  it  to  be  false,  or 

(II)  knowingly  failed,  or  caused  another  to 
fail,  to  disclose  a  material  fact:  and 

(ii)  as  a  result  of  such  action,  has  received 
any  funds  under  this  part  which  such  person 
would  not  have  otherwise  received,  or 

(B)  any  person  misappropriates  any  funds 
paid  by  the  Secretary  under  this  part, 

such  person  shall  be  liable  to  repay  the 
amount  of  such  funds  to  the  United  States. 
Any  such  finding  by  the  Secretary  may  be 
mode  only  after  an  opportunity  for  a  fair 
hearing. 

(2)  Any  amount  repaid  under  this  subsec- 
tion shall  be  returned  to  the  general  fund  of 
the  Treasury  of  the  United  States. 

(c)  Penalties.— Whoever— 

(1)  makes  a  false  statement  of  a  material 
fact  knowing  it  to  be  false,  or  knowingly 
fails  to  disclose  a  material  fact,  for  the  pur- 
pose of  obtaining  or  increasing  for  such 
person  or  for  any  other  person  any  payment 
of  funds  provided  under  this  part,  or 

(2)  misappropriates  any  funds  provided 
Under  this  part. 

shall  be  fined  not  more  than  SI. 000  or  im- 
prisoned for  not  more  than  one  year,  or 
both. 

Part  C— Authorization  of  Appropriations 

SEC.  Ii3l.  Al  THORIZATIIIS  HE  APPROPRIATIOSS. 

(a)  Part  A.— There  are  authorized  to  be  ap- 
propriated for  the  purpose  of  carrying  out 
the  provisions  of  part  A  of  this  title— 

(1)  for  fiscal  year  1987.  S4.000.000.  and 

(2)  for  each  succeeding  fiscal  year,  such 
sums  as  may  be  necessary  to  carry  out  such 
provisions. 

(b)  Part  B.  — There  are- authorized  to  be  ap- 
propriated for  the  purpose  of  carrying  out 
the  provisions  of  part  B  of  this  title— 

(1)  for  fiscal  year  1987,  SI. 000,000.  and 

(2)  for  each  succeeding  fiscal  year,  such 
sums  as  may  be  necessary  to  carry  out  such 
provisions. 

TITLE  XVI-UNITED  STATES  INSTITUTE 

OF  PEACE 
SE(.  ISO  I.  AtTHORKATIOSS  OE  APPROPRIATHISS 

(a)  Authorizations  of  Appropriations.— 
(1)  The  first  sentence  of  section  1710(a)  of 
the  United  States  Institute  of  Peace  Act  (22 
U.S.C.  4609(a))  is  amended— 

(A)  by  striking  out  'fiscal  year  1985"  and 
inserting  in  lieu  thereof  "fiscal  year  1987": 
and 

(B)  by  striking  out  "fiscal  year  1986"  and 
inserting  in  lieu  thereof  "fiscal  year  1988". 

(2)  The  amendments  made  by  paragraph 
(1)  shall  take  effect  on  October  1.  1986. 

(b)  Availability  of  Funds.— The  second 
sentence  of  section  1710(a)  of  such  Act  (22 
U.S.C.  4609(a))  is  amended  to  read  as  fol- 
lows: "Amounts  appropriated  under  this  sec- 
tion are  authorized  to  remain  available  to 
the  Institute  until  expended.  ". 

And  the  House  agree  to  the  same. 
For  consideration ^f  all  provisions  (except 
section  157)  of  the  Senate  bill  and  all  provi- 
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sions  of  the  House  amendment  and  modifi-  JOINT  EXPLANATORY  STATEMENT  OP  The   Conferees   intend   that   no   funding 

cations  committed  to  conference:  THE  COMMITTEE  OP  CONFERENCE  from  the  Title  I  authorization  in  the  Act 

Augustus  P.  Hawkins.  The  managers  on  the  part  of  the  House  *'!'  ^^  "sed  or  designated  for  funding  of  the 

William  D.  Pord,  and  the  Senate  at  the  conference  on  the  dis-  National  Advisory  Council  for  Continuing 

Joseph  M.  Gaydos,  agreeing  votes  of  the  two  Houses  on  the  Education. 

Mario  BiAGGi.  amendment  of  the  House  to  the  bill  (S.  9.  national  advisory  council  on 

Pat  Williams,  1965)  to  reauthorize  and  revise  the  Higher  continuing  education 

Major  R.  Owens.  Education  Act  of  1965.  and  for  other  pur-  xhe  House  amendment  repeals  the  Advi- 

Charles  a.  Hayes.  Poses.  submit  the  foUowmg  jomt  statement  s^ry    Council    on    Continuing    Education. 

Carl  C.  Perkins.  to  the  House  and  the  Senate  m  explanation  ^-hiie   the  Senate   bill   maintains   it  as  an 

Terry  L.  Bruce.  of  the  effect  of  the  action  agreed  upon  by  amendment  to  Title  II  of  the  Department  of 

Stephen  J.  Solarz.  the  managers  and  recor   nended  in  the  ac-  Education  Organization  Act. 

Mervyn  M.  Dymally.  companymg  conference  report:  ^he  House  recedes. 

Dennis  E.  EcKART.  1.  short  title  TITLE  II- ACADEMIC  LIBRARY  AND  IN- 

TiMOTHY  J.  Penny.  The    title   of    the    House   amendment    is  FORMATION        TECHNOLOGY        EN- 

Chet  Atkins.  "Higher  Education  Amendments  of  1985."  HANCEMENT 

James  M.  Jeffords.  The  title  of  the  Senate  bill  is    Higher  Edu-  ,p  heading  and  purposes 

Bill  Goodlinc.  cation  Amendments  of  1986."  rr,,       ,, 

TOM  Coleman.  The  House  recedes.  ^  ^he    House    amendment,    but    not    the 

_             „ Senate  bill  conforms  the  Heading  and  Pur- 

Thomas  E.  Petri.  2.  table  of  contents  po^es  of  Title  II  to  reflect  the  addition,  by 

MARGE  koukema.  -j-j^p  Senate  bill,  but  not  the  House  amend-  the  House  amendment,  of  a  new  Part  D  to 

Steve  Gunderson,  ment.  provides  for  a  Table  of  Contents.  Title  II. 

Thomas  J.  Tauke.  xhe  House  recedes.  The  Senate  recedes. 

TOHN  T?     IV/Tf^f^PR N A N      TR 

Paul  B  Henry  3.  contracting  authority  11.  authorization  of  appropriations 
As  additional  conferee  for  consideration  of  ^^e  Senate  bill,  but  not  the  House  amend-  The  House  amendment  authorizes  appro- 
title  V  of  the  Senate  bill  and  title  XIII  and  f"P"t.   exempts   contracts   under   the   GSL  priations  of  $12.5  million  for  Part  A;  $5  mil- 
section  1405  of  the  House  amendment  and  Proerani.  from  finding  limitations  in  annual  lion  for  Part  B.  $12.5  million  for  Part  C.  and 

modifications  committed  to  conference:  ^^^Hp'^Hn*.  'rr^.'.H..  t^  ""!' v  "  ^°^Jn  "''*  ^^'"l  °  '°  ^'"^  "J°^ 

r»  ir  V  KiinFF  ^he  House  recedes.  Fiscal  Year  1987.  and  such  sums  in  each  of 

»      AA,           AJ*"-*:  £..  i^iLDEE.              TITLE  1  the  fiscal  years   1988-1991  thereafter.  The 

As  additional  conferee  for  consideration  o  TITLE  I  ^^^^^^  bill  authorizes  appropriations  of  $5 

title  III  of  the  Senate  bill  and  title  XIV  of  4.  title  i  ^j,,;^^  ^^  ^^  ^^    ^^  35  million  in  FY  88: 

the   House   amendment   and   modifications  The  Senate  bill  repeals  Title  I.  while  the  $5,512  million  in  FY  89:  $5,788  million  in  FY 

committed  to  conference:  House  amendment  provide.^  for  a  substitute  90,  and  $6,077  million  in  FY  91.  for  Part  A; 

Steve  Bartlett.  Title  I  which  focuses  on  nontraditional  stu-  for  Part  B.  the  Senate  bill  authorizes  $1,050 

As  additional  conferees  for  consideration  dents.  million  in  FY  87:  $1,103  million  in  FY  88: 

of  section  147  and  189  of  the  Senate  bill  and  The  Senate  recedes.  $1,158  million  in  FY  89;  $1,216  million  in  FY 

modifications  committed  to  conference  from  5  administration  90;  and  $1,277  million  in  FY  91:  for.  Part  C. 

the  Committee  on  Energy  and  Commerce:  ^j^^    House    amendment     but    not    the  '^he  Senate  authorizes  $6.3  million  in  FY  87; 

John  D.  DiNGELL.  Senate  bill,  establishes  guidelines  for  the  $6,615  million  in  FY  88:  $6,940  million  in  FY 

James  H.  Scheuer.  administration  of  Title  I  Part  A  programs  ^^-  *''-28  million  in  FY  90:  and  $7.65  million 

Henry  A.  Waxman.  jjy  the  Secretary  '"  ^^  ^^-  The  House  amendment,  but  not 

Norman  P.  Lent.  The  Senate  recedes  '^he  Senate  bill,  authorizes  an  appropriation 

Ed  Madican.  of  $5  million  for  new  Part  D  of  title  II. 

As  additional  conferees  for  consideration  *■  AtJTHORiZATiONS  ^he    House    amendment,    but    not    the 

of  title  VI  of  the  Senate  bill  and  modifica-  The    House    amendment,    but    not    the  Senate  bill,  authorizes  an  appropriation  in 

tions   committed   to   conference    from   the  Senate  bill,  authorizes  $30  million  for  Part  FY  87  of  $75,000  for  the  National  Commis- 

Committee  on  Foreign  Affairs-  ^  ^°^  ^^   ^^^"^  ^^^  ^"*^^  ^"'"^  ^^^  subse-  sion  on  Library  Information  and  Sciences  to 

P,         p          ■  quent  years.  conduct  a  study  of  the  Needs  Criteria  under 

T      M  „          •  The  Senate  recedes  with  an  amendment  part  A. 

LEE  tiL  HAMILTON.  authorizing   $10   million   for   FY   1987   and  The  House  recedes. 

h;*"  ^'"'  such  sums  thereafter.  The  Conference  substitute  authorizes  the 

WM.  BRooMFiELD.  following  amounts  for  Title  II: 

Olympia  Snowe,  7.  parts  Pisralvear                                                 MMxons 

As  sole  House  conferees  for  consideration  The    House    amendment,    but    not    the  p„_/r 

of  section  157  of  the  Senate  bill  and  modifi-  Senate  bill,  establishes  a  Part  B.  National  jgg,                                                          j^q 

cations  committed  to  conference:  and  as  ad-  ^^^'^*£"^'               ,                                                    loao  ai iw 

ditional  conferees  for  consideration  of  sec-  mt  ociiaic  iclcucs.  Part  B 

tion  198  of  the  Senate  bill  and  modifications  8.  part  b  authorizations  ^^^^                                                            ^ 

committed  to  conference,  from  the  Commit-  The    Hou.se    amendment,    but    not    the           1988-91 (') 

tee  on  the  Judiciary:  Senate  bill,  authorizes  $5  million  for  FY  „    ,  „. 

Peter  W.  RoDiNO,  1987  and  such  sums  for  subsequent  years.  1007                                                            in 

Don  Edwards.  The  Senate  recedes  with  an  amendment            iqoo  ai 

Dan  Glickman.  authorizing  no  funds  for  FY  1987  or  for  sue-            1988-91 

Hamilton  Fish.  Jr..  ceeding  fiscal  years.  iqo?'                                                         c 

Hank  Brown  In  agreeing  to  a  $10  million  authorization            ^''" •' 

Managers  on  the  Part  of  the  House.  level  for  Title  I  in  FY  1987.  the  Conferees        ,  „J,^?^"pi  J *"' 

^         „  mandated  that  the  entire  $10  million  should  ^"'^'^  ^"""^ 

D^oi-o^  X  «!rlr..«»n"  ^  targeted  to  Part  A.  Within  Part  A.  Con-  ,2.  education  statistics 

SanQuayle  ^Z^^'  '"'^""^   that  sections    111   and    112  ^^^^    jj^^^,    amendment,    but    not    the 

LP  Weicker  Jr  *?J'^^  '"■°''"'*'  ^°'  'l«'^''^'0P'"':"t  °f  °"  *."d  Senate  bill,  refers  to  the  "National  Center 

L.  r.  wtiCKtK.  JK..  off-campus    programs    respectively,    receive  fnr  Frinratinn  Statisfir<:  "  The  Senate  hill    in 

^T^ROM^HlMrD  ^'%^^^/  authorization  due  to  the  limited  l^lcZneZ^'l'^^l^ioJ.^'^frZT^^^^^^ 

rDrRD^^M"  KeZedy.  '''rV'S':"^es  authorized  no  funding  for  ^^^  ^^^  "C-^-  ^^  ^<^"-^*°-^  ^^^^^ 

Claiborne  Pell.  PY  1987  for  Part  B  of  Title  I.  However,  this  .j.^^  House  recedes 

CHRISTOPHER  DoDD.  action  should  not  be  interpreted  as  a  lack  of 

Spark  Matsunaga.  commitment  to  necessary  research,  evalua-  13.  computer  software 

Paul  Simon.  tion.  and  dissemination  activities  in  future  The    House    amendment,    but    not    the 

Managers  on  the  Part  of  the  Senate.  years,  but  is  due  to  an  ordering  of  priorities  Senate  bill,  allows  expenditures  for  comput- 

within  Title  I  based  on  the  limited  amount  er  software. 

of  authorization.  The  Senate  recedes. 


20.  library 
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14.  EFFECTIVENESS  STUDY 

Both  the  House  amendment  and  the 
Senate  bill  authorize  a  study  of  the  Effec- 
tiveness of  the  Needs  Criteria  established 
under  Part  A.  The  Senate  bill  refers  to  a 
"Study  of  the  Effectiveness  of  the  Needs 
Criteria  for  the  College  Library  Resources 
Program."  The  House  amendment  refers  to 
a  "Study  of  the  Criteria  and  Definition  of 
Full-Time  Equivalent  Student". 

The  House  recedes. 

15.  COMMISSION  RECOMMENDATION 

The  Senate  bill,  but  not  the  House  amend- 
ment, permits  the  Commission  (NCLIS)  to 
send  "such  recommendations  as  the  Com- 
mission .  .  .  deems  appropriate." 

The  House  recedes. 

16.  DEFINITION  OF  FTE  STUDENTS 

The  House  amendment,  but  not  the 
Senate  bill,  defines  full-time  equivalent  stu- 
dent for  the  purposes  of  uniformity  in  im- 
posing the  new  needs  criteria  under  Part  A. 

The  Senate  recedes. 

17.  APPROPRIATIONS  DISTRIBUTION 

The  House  amendment,  but  not  the 
Senate  bill,  would  distribute  appropriations 
for  Sections  222  and  223  by  a  two-thirds/ 
one-third  split,  respectively. 

The  Senate  recedes. 

18.  INFORMATION  TECHNOLOGY 

The  House  amendment,  but  not  the 
Senate  bill,  amends  Sec.  223  by  striking  the 
words  "and  information  technology". 

The  Senate  recedes. 

19.  REPEAL  OF  SPECIAL  PURPOSE  GRANTS 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  the  Special  Purpose 
Grants  under  Sec.  224. 

The  Senate  recedes. 

20.  LIBRARY  PERIODICALS,  TECHNOLOGY  AND 
COOPERATION 

The  Senate  bill,  but  not  the  House  amend- 
ment, repeals  Part  D,  the  National  Periodi- 
cals Center,  in  current  law. 

The  House  recedes. 

The  House  amendment,  but  not  the 
Senate  bill,  replaces  Part  D  in  current  law 
with  a  new  Part  D  titled  "College  Library 
Technology  and  Cooperation  Grants." 

The  Senate  recedes. 

TITLE  III 

22.  FINDINGS 

The  House  amendment,  but  not  the 
Senate  bill,  includes  a  finding  regarding  the 
national  interest  in  providing  access  to  un- 
derserved  minorities  and  on  the  need  to  pro- 
vide assistance  to  institutions  serving  those 
students  denied  access  to  postsecondary 
education. 

The  Senate  recedes. 

The  Senate  bill,  but  not  the  House  amend- 
ment, includes  findings  that  specifically  in- 
clude endowment  building  as  a  purpose 
under  the  Title,  that  specify  that  a  goal  of 
the  Title  is  to  enable  eligible  institutions  to 
become  "fiscally  stable  and  independent", 
that  highlight  the  objective  of  providing 
"quality  education"  to  low-income  and  mi- 
nority students  and  that  note  assistance 
under  this  title  is  aimed  at  aiding  institu- 
tions "in  becoming  fiscally  independent". 

23.  PURPOSE 

The  House  amendment  states  that  the 
purpose  of  Title  III  is  to  assist  institutions 
"in  equalizing  educational  opportunity" 
through  Federal  assistance  while  the  Senate 
bill  states  the  purpose  as  assisting  eligible 
institutions. 

The  Senate  recedes. 


24.  SPECIAL  CONSIDERATION 

The  Senate  bill,  but  not  the  House  amend- 
ment, gives  the  Secretary  the  discretion  to 
consider  endowments  per  full  time  equiva- 
lent students  and  library  expenditures  per 
full  time  equivalent  students  at  comparable 
institutions  in  making  awards  to  eligible 
Part  A  schools. 

The  House  recedes. 

25.  ELIGIBLE  INSTITUTIONS 

The  House  amendment  defines  an  "eligi- 
ble institution"  as  one  which  has  a  "sub- 
stantial percentage  of  students  receiving 
Pell  Grants"  in  comparison  to  comparable 
institutions.  The  Senate  bill  states  the  defi- 
nition in  terms  of  institutions  at  least  50% 
of  whose  degeree  students  are  receiving 
need-based  student  aid  from  title  IV  pro- 
grams (except  GSL). 

The  House  recedes  with  an  amendment  al- 
lowing an  institution  which  meets  either 
definition  to  be  considered  eligible. 

26.  NATIVE  AMERICAN  INSTITUTIONS. 

The  House  amendment  automatically 
grants  eligibility  to  institutions  which  have 
an  enrollment  of  at  least  60%  American 
Indian.  Alaskan  Aleut,  or  any  combination 
thereof.  The  Senate  bill  removes  Alaskan 
Natives  from  this  calculation  and  provides 
for  automatic  eligibility  for  an  institution 
which  enrolls  at  least  5%  Alaskan  Natives. 

The  House  recedes. 

27.  ASIAN  AMERICANS 

The  Senate  bill,  but  not  the  House  amend- 
ment, includes  "Asian  Americans"  among 
the  minority  groups. 

The  House  recedes. 

28.  GRANT  DURATION 

The  House  amendment  provides  for  Part 
A  grants  of  from  3  to  7  years  in  duration 
and  requires  that  institutions  not  receive 
another  Part  A  grant  for  a  period  of  time 
equal  to  the  length  of  their  grant.  The 
Senate  bill  provides  for  a  grant  not  to 
exceed  three,  four  or  five  years.  In  the  case 
of  the  four  or  five  year  grants,  institutions 
may  not  reapply  for  an  additional  grant  for 
a  period  of  four  or  five  years.  However, 
there  is  no  limit  in  the  number  of  consecu- 
tive three  year  grants  that  an  institution 
can  receive. 

The  House  recedes  with  an  amendment 
prohibiting  an  institution  from  filing  for  a 
new  grant  for  four  or  five  years,  respective- 
ly, until  that  institution  has  been  without  a 
grant  for  such  a  period  of  time,  after  receiv- 
ing such  a  grant. 

29.  LIMITATION 

The  House  amendment,  but  not  the 
Senate  bill,  includes  in  determining  the 
grant  period,  the  time  the  institution  had  a 
grant  from  1981  to  1986. 

The  House  recedes. 

30.  WAIVER  AUTHORITY 

The  House  amendment,  but  not  the 
Senate  bill,  permits  the  Secretary  to  waive 
the  requirements  of  subsections  (a),  (b)  and 
(c)  on  institutional  participation  in  the  pro- 
gram. 

The  House  recedes. 

31.  ACCREDITATION 

The  House  amendment,  but  not  the 
Senate  bill,  requires  institutions  to  be  ac- 
credited. 

The  Senate  recedes. 

32.  UNDERREPRESENTATION  DETERMINATIONS 

In  Part  B,  the  Senate  bill  has  the  determi- 
nation of  "professional  and  academic  areas 
in  which  blacks  are  underrepresented" 
made  by  the  Assistant  Secretary  for  Educa- 


tional Research  and  Improvement  and  the 
Commissioner  of  the  Bureau  of  Labor  Sta- 
tistics. The  House  amendment  has  this  de- 
termination made  by  the  Secretary  and  the 
Commissioner. 
The  Senate  recedes. 

33.  CONSTRUCTION  AND  MAINTENANCE 

In  Part  B,  the  House  amendment  but  not 
the  Senate  bill,  permits  funds  to  be  used  for 
"construction"  and  "maintenance"  of  in- 
structional facilities. 

The  Senate  recedes  with  an  amendment 
allowing  not  more  than  50%  of  funds  re- 
ceived by  an  institution  under  Part  B  to  be 
used  for  construction  and  maintenance. 

34.  STUDENT  STANDING 

In  Part  B,  the  Senate  bill  bases  allotments 
to  institutions  in  part  on  the  number  of  Pell 
Grant  recipients  in  attendance  and  in  good 
standing."  while  the  House  bill  uses  only 
the  number  of  Pell  Grant  recipienu  in  at- 
tendance. 

The  Senate  recedes. 

35.  MERGED  INSTITUTIONS 

The  Senate  bill  has  a  special  rule  for  Part 
B  eligibility  for  institutions  which  have 
merged.  The  House  amendment  has  no  com- 
parable provision. 

The  House  recedes. 

The  Conferees  agree  to  establish  a  new 
program  in  Part  B  of  the  Act  for  historical- 
ly black  colleges  and  universities  which  pro- 
vides grants  directly  to  eligible  colleges 
under  a  statutory  allocation  formula  based 
on  the  proportion  of  Pell  Grant  recipients 
at  each  institution  (compared  to  the  total), 
the  number  of  students  who  graduate 
within  five  years,  and  the  number  of  stu- 
dents who  are  admitted  to  graduate  and 
professional  schools.  The  Conferees  under- 
stand that  the  Department  of  Education 
does  not  collect  data  in  the  latter  two.  cate- 
gories and  must  depend  on  the  institutions 
themselves  for  the  information.  In  deter- 
mining allocations  for  Part  B.  the  Conferees 
expect  that  the  Department  will  rely  on 
data  provided  by  the  institutions  and  certi- 
fied as  accurate  from  calculations  from  the 
previous  academic  year. 

The  Conferees  intend  that  the  new  Part  B 
appropriation  will  be  based  on  those  funds 
set  aside  during  the  last  three  fiscal  years 
for  historically  black  colleges.  The  Senate- 
passed  Labor/HHS/Education  Appropria- 
tion Act  for  FY  1987  includes  $45.7  for 
them,  compared  to  an  authorization  level  of 
$100  million  in  the  conference  report  on  S. 
1965.  The  Conferees  expect  that  the 
amount  set  aside  for  historically  black  col- 
leges and  universities  in  Parts  A  and  B 
would  be  combined  to  establish  the  new 
Part  B  appropriation.  Further,  the  Confer- 
ees intend  that  the  balance  of  the  appro- 
priation for  Parts  A  and  B  would  be  consoli- 
dated to  form  the  Part  A  appropriation  (ap- 
proximately $85  million),  reserving  at  least 
$51.4  million  for  community  and  junior  col- 
leges. The  balance,  approximately  $35  mil- 
lion, would  be  available  for  competition 
among  primarily  four-year  private  and 
public  institutions. 

The  Conferees  intend  that  the  statutory 
definition  contained  in  section  332  (2)  defin- 
ing "Part  B  institution"  for  historically 
black  college  and  university  includes  the 
universe  of  eligible  Part  B  institutions.  No 
other  criteria,  standard  or  definition  should 
be  used.  This  definition  includes  many  insti- 
tutions which  are  more  than  100  years  old, 
at  least  one  established  as  late  as  1963.  one 
created  in  the  1940s,  three  whose  student 
enrollments  are  no  longer  majority  black 
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and  several  historically  black  colleges  which 
have  been  (or  will  be)  merged  with  tradi- 
tionally white  institutions. 

Finally,  the  Conferees  wish  to  call  atten- 
tion to  statutory  language  in  the  conference 
report  limiting  the  authority  of  the  Depart- 
ment of  Education  to  modify  program  ac- 
tivities which  may  be  funded  under  Title  III 
by  administrative  memoranda  or  any  proc- 
ess which  does  not  provide  for  publication 
in  the  Federal  Register  and  an  opportunity 
for  public  comment  prior  to  implementa- 
tion. The  Conferees  have  specific  reference 
to  a  'so-called  •administrative  memoran- 
dum" which  was  published  by  the  Depart- 
ment without  complying  with  Chapter  V  of 
Title  V.  United  States  Code.  The  memoran- 
dum placed  limitations  on  the  use  of  ■non- 
developmental"  activities.  This  distinction  is 
not  based  on  any  statutory  language  includ- 
ed in  the  1980  Amendments  to  the  Higher 
Education  Act,  nor  in  this  conference  report 
on  S.  1965.  and  is  expressly  repudiated. 

36.  AUDITING 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  an  audit  every  other  year  to 
be  conducted  under  standards  established 
by  the  Comptroller  General  and  prescribed 
by  the  Secretary. 

The  House  recedes. 

37.  MEDICAL  EDUCATION 

The  Senate  bill,  but  not  the  House  amend- 
ment, deletes  schools  which  provide  post- 
graduate medical  education  programs  from 
eligibility. 

The  Senate  recedes. 

38.  DURATION  OF  GRANT 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  grants  of  5-year  du- 
ration in  Part  C  of  the  Title. 

The  Senate  recedes. 

39.  MATCHING  AND  FINANCIAL  INDEPENDENCE 

(a)  The  House  amendment  requires  that 
applicant  institutions  under  part  C  provide 
"evidence"  that  matching  funds  are  "cur- 
rently available"  while  the  Senate  bill  re- 
quires "assurances "  that  matching  funds 
"will  be  available  to  the  applicant  within 
one  year." 

The  House  recedes. 

(b)  The  Senate  bill,  but  not  the  House 
amendment,  extends  the  requirement  that 
applicants  show  how  grant  funds  will  pro- 
mote financial  independence  to  all  appli- 
cants, not  just  those  described  in  section 
331(a)(1)(B). 

The  House  recedes. 

40.  DATES 

The  House  amendment  provides  for  a  July 
1st  notice  of  grant  award,  while  the  Senate 
bill  establishes  an  April  1st  grant  notifica- 
tion date. 

The  House  recedes. 

41.  INSTITUTIONAL  MATCH 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  for  Part  C  awards  of  $1 
million  or  more,  the  federal  institutional 
match  shall  be  $2  federal  to  $1  institutional 
and  the  applicant  will  provide  assurances 
that  it  will  not  make  application  for  another 
grant  for  at  least  10  years. 

The  House  recedes  with  an  amendment 
prohibiting  eligibility  for  an  additional 
grant  for  10  years  after  the  approval  of  an 
application  for  a  grant. 

4  2.  RESERVATION  OF  FUNDS 

The  House  amendment  provides: 
$45.7  million  of  the  Part  A  appropriations 
will  be  reserved  for  eligible  Part  A  institu- 
tions which  serve  the  highest  percentages  of 
minority  students: 


not  less  than  30%  of  the  Part  A  funds  will 
go  to  community  colleges. 

The  Senate  bill  provides: 

not  less  than  $51.4  million  of  the  funds 
appropriated  for  Parts  A  and  C  will  go  to 
community  colleges  if  the  appropriation  for 
Part  A  is  greater  than  the  appropriation  for 
FY  1986: 

if  Part  A  appropriations  are  greater  than 
the  FY  1986  appropriation,  the  Secretary 
will  give  priority  to  applications  from  insti- 
tutions with  significant  groups  of  students 
who  are  minority  or  who  are  underrepre- 
sented  in  higher  education  or  who  are  edu- 
cationally disadvantaged. 

The  Senate  recedes  with  an  amendment 
providing  $51.4  million  for  community  and 
junior  colleges  and.  if  appropriations  exceed 
the  FY  1986  appropriation  level.  25%  of  the 
excess  funds  will  go  to  eligible  institutions 
under  part  A  (excluding  institutions  receiv- 
ing assistance  under  part  B  of  this  title) 
which  serve  the  highest  percentages  of 
Black  American.  Mexican  American.  Puerto 
Rican.  Cuban,  other  Hispanic.  American 
Indian.  Alaskan  Native.  Aleut.  Asian  Ameri- 
can. Native  Hawaiian.  American  Samoan. 
Micronesian,  Guamian  (Chamorro).  and 
Northern  Marianian  students  or  any  combi- 
nation thereof. 

4  3.  SPECIAL  PAYMENT  RULES 

(a)  The  Senate  bill,  but  not  the  House 
amendment,  requires  historically  black  in- 
stitutions receiving  aid  under  part  A  prior  to 
September  30.  1986  which  continue  to  re- 
ceive a  grant  shall  be  paid  under  part  B. 

The  House  recedes. 

(b)  The  Senate  bill,  but  not  the  House 
amendment,  requires  any  institution,  other 
than  a  historically  black  institution  which 
received  a  grant  under  part  B  prior  to  Sep- 
tember 30.  1986  and  continues  to  receive 
such  grant  shall  be  paid  from  funds  under 
part  A. 

The  House  recedes. 

(c)  The  Senate  bill,  but  not  the  House 
amendment,  requires  that  any  funds  under 
part  A  or  part  B  available  for  obligation  in 
the  year  succeeding  the  year  in  which  they 
were  appropriated  shall  be  made  available 
for  obligation  under  part  C. 

The  House  recedes. 

44.  DEVELOPMENT  PLAN 

The  Senate  bill,  but  not  the  House  amend- 
ment, exempts  institutions  applying  under 
part  C  from  setting  forth  a  comprehensive 
development  plan. 

The  House  recedes. 

4  5.  STATEMENT  OF  NECESSITY 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  a  statement  of  necessity  in 
the  application  for  multi-year  grant  periods. 

The  Senate  recedes. 

4  6.  DATA 

The  Senate  bill,  but  not  the  House  amend- 
ment, directs  the  Secretary  to  use  the  most 
recent  and  relevant  data  in  making  eligibil- 
ity determinations. 

The  House  recedes. 

47.  WAIVER  AUTHORITY 

The  House  amendment,  but  not  the 
Senate  bill,  eliminates  the  waiver  authority 
of  the  Secretary. 

The  Senate  bill,  but  not  the  House  amend- 
ment, lists  the  waiver  criteria  as  1)  an  insti- 
tution extensively  subsidized  by  the  State 
which  is  a  low  tuition  school.  2)  an  institu- 
tion serving  a  substantial  number  of  low  and 
middle  income  students  as  a  percent  of  its 
total  student  population.  3)  an  institution 
contributing  to  the  increase  in  opportunity 
for  the  educationally  disadvantaged,  under- 


represented,   and   minorities   who   are   low 
income  students. 

The  House  recedes  with  an  amendment 
striking  middle  income  students  and  adding 
a  waiver  for  institutions  serving  "individuals 
located  on  or  near  an  Indian  reservation." 

4  8.  READERS 

The  House  amendment,  but  not  the 
Senate  bill,  includes  predominantly  black 
college  representatives  as  readers.  The 
Senate  bill,  but  not  the  House  amendment, 
requires  that  Asian  Americans.  Native 
Americans.  Pacific  Islanders,  including 
Native  Hawaiians.  be  included  as  readers. 
The  House  amendment  requires  that  repre- 
sentatives of  postsecondary  institutions 
with  these  minority  student  populations  in 
attendance  be  used  as  readers. 

The  House  recedes  with  an  amendment  in- 
cluding all  the  types  of  readers  listed  in 
both  the  House  and  Senate  versions. 

49.  CHALLENGE  GRANT  APPLICATION 

The  Senate  bill,  but  not  the  House  amend- 
ment has  specific  requirements  on  making 
Challenge  Grant  awards  to  institutions. 

The  House  recedes  with  an  amendment 
requiring  that  fourth  and  fifth  year  grant- 
ees apply  for  a  Challenge  Grant  in  the  final 
year  of  the  grant. 

AUTHORIZATION  OF  APPROPRIATIONS 

[In  millians  of  dollars] 


Senate  bril 


House 

amendmenl 


Conference 
agreement 


Part  A 

198?    J85 

\m $8925 

1989   .> S93n 

1990    -... 593  398 

1991                $103  318 
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50.  MULTI-YEAR  AWARDS 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  the  appropriation 
of  funds  from  specific  years  for  multiple 
year  awards. 

The  Senate  recedes. 

51.  RATABLE  REDUCTIONS 

The  Senate  bill,  but  not  the  House  amend- 
ment, allows  for  ratable  reduction  for  Part 
A  reservations  if  there  are  insufficient  ap- 
propriations. 

The  House  recedes. 

TITLE  IV 

TECHNICAL  AMENDMENT 

The  House  amendment,  but  not  the 
Senate  bill,  makes  conforming  technical 
amendments  with  respect  to  the  numbering 
of  the  the  subparts  of  Part  A  of  Title  IV. 
The  Senate  recedes. 

PELL  GRANTS 

Extension 

The  Senate  bill  extends  the  Pell  Grant 
program  through  FY  1991,  while  the  House 
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amendment  extends  it  through  FY   1992. 
The  Senate  recedes. 
Advance  Payment 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  Secretary  of  Educa- 
tion to  pay  institutions  in  advance  of  the 
academic  year  such  sums  as  may  be  neces- 
sary to  provide  Pell  Grants  to  eligible  stu- 
dents. The  Senate  recedes  with  an  amend- 
ment providing  that  the  Secretary  must  pay 
to  institutions  not  less  than  85%  of  their  es- 
timated need  for  Pell  Grant  funds  for  the 
enrollment  period  during  which  such  funds 
will  be  used.  The  conferees  wish  to  clarify 
that  they  do  not  intend  for  institutions  to 
have  to  incur  financial  liability  to  insure 
that  Pell  Grant  eligible  students  receive 
their  payments  on  a  timely  basis.  The  Con- 
ferees encourage  the  Secretary  to  review 
and  utilize  appropriate  historical  data  and 
the  institutional  request  to  insure  that  suf- 
ficient funds  are  advanced  to  institutions 
for  this  purpose  in  a  timely  manner.  The 
Conferees  further  ask  that  the  Secretary 
report  to  the  House  Subcommittee  on  Post- 
secondary  Education  and  the  Senate  Sub- 
committee on  Education.  Art  and  Human- 
ities within  30  days  of  the  resolution  of  Pell 
Grant  disbursements  (allocations)  the  exact 
amounts  advanced  to  each  institution  per 
payment  period  and  the  amount  expended 
(disbursed)  by  each  institution  per  payment 
period  for  each  fiscal  year. 
Eligibility 

The  Senate  bill,  but  not  the  House  amend- 
ment, limits  eligibility  for  Pell  Grants  to 
students  from  families  with  incomes  of  less 
than  $30,000.  after  subtracting  Federal  and 
State  income  taxes.  The  Senate  recedes. 
Five-year  limitation 

The  Senate  bill,  but  not  the  House  amend- 
ment, limits  eligibility  to  receive  Pell  Grant 
to  five  years.  The  House  recedes  with  an 
amendment  providing  that  Pell  Grant  eligi- 
bility is  limited  to  five  years  of  full  time  at- 
tendance or  its  equivalent:  six  years  of  full 
time  attendance  or  its  equivalent  in  the  case 
of  a  program  that  normally  requires  five 
years  for  completion  of  the  first  baccalaure- 
ate degree;  and  does  not  include  in  either 
the  five  or  six  year  period  any  period  during 
which  the  student  is  enrolled  in  a  non-credit 
or  remedial  course  of  study;  and  that  this 
limitation  on  eligibility  may  be  waived  by 
the  institution  of  higher  education  for 
undue  hardship  based  on  death  of  a  relative 
of  the  student,  the  personal  injury  or  illness 
of  the  student  or  special  circumstances. 
Minimum  award  for  less-than-half-lime-stu- 
dents 

The    House    amendment,    but    not    the 
Senate  bill,  provides  for  a  minimum  Pell 
Grant  award  of  $50  in  the  case  of  less-than- 
half-time  students.  House  recedes. 
Remedial  courses 

The  House  amendment,  but  not  the 
Senate  bill,  requires  Pell  Grant  eligibility 
for  non-credit  and  remedial  courses,  includ- 
ing courses  in  English  language  instruction, 
which  are  determined  by  the  institution  to 
be  necessary  to  help  the  student  be  pre- 
pared for  pursuit  of  a  baccalaureate  degree, 
or  in  the  case  of  the  course  in  English  lan- 
guage instruction,  necessary  to  enable  the 
student  to  utilize  already  existing  knowl- 
edge, training  or  skills.  The  Senate  recedes. 
One  grant  per  year 

The  House  amendment,  but  not  the 
Senate  bill,  prohibits  students  from  receiv- 
ing Pell  Grant  payments  concurrently  from 
more  than  one  institution  or  from  the  Sec- 
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retary  and  an  institution.  The  Senate  re- 
cedes. 

Limitation  on  disbursement  of  grant 

The  Senate  bill,  but  not  the  House  amend- 
ment, limits  the  amount  of  the  students 
grant  that  can  be  disbursed  by  crediting  it 
to  his  or  her  account  at  the  institution  to 
the  amount  required  for  tuition  and  fees, 
and.  in  the  case  of  university-owned  hous- 
ing, to  room  and  board.  The  House  recedes. 
Linear  reduction 

The  House  amendment,  but  not  the 
Senate  bill,  reduces  the  minimum  grant 
available  under  linear  reduction  from  $100 
to  $50.  The  House  recedes. 

Cost  of  attendance  and  family  contribution 
schedule 

The  Senate  bill,  but  not  the  House  amend- 
ment, delineates  the  cost  of  attendance  and 
family  contribution  schedule  for  the  Pell 
Grant  program  in  Section  411.  The  House 
recedes  with  an  amendment  eliminating  the 
reinclusion  in  income  of  the  married  couple 
deduction  when  both  work:  deleting  obso- 
lete references  to  Social  Security  education- 
al benefits;  more  specifically  defining  un- 
taxed income;  taking  into  account  veterans 
educational  benefits  based  on  the  amount 
expected  to  be  received  in  the  award  year:  in 
the  case  of  a  dependent  student  whose 
parent  with  whom  they  are  living  is  di- 
vorced or  widowed  and  who  remarries, 
taking  into  account  the  income  of  the  step- 
parent in  determining  expected  family  con- 
tribution; deducting  state  and  local  income 
taxes  paid  or  payable  in  determining  expect- 
ed family  contribution;  limiting  the  offset 
for  unreimbursed  elementary  and  secondary 
school  tuition  and  fees  for  each  child  to  an 
amount  not  to  exceed  the  national  per  pupil 
instructional  cost  as  published  by  the  Na- 
tional Center  for  Educational  Statistics:  not 
considering  home  equity  as  an  asset  in  the 
case  of  either  a  dislocated  worker  or  a  dis- 
placed homemaker:  increasing  the  asset  pro- 
tection for  home  equity  from  $25,000  to 
$30,000:  providing  that  the  expected  family 
contribution  will  be  equally  divided  among 
the  dependent  children  in  postsecondary 
education:  treating  the  independent  student 
with  dependents  (other  than  a  spouse)  and 
the  independent  student  with  a  spouse  and 
no  other  dependents  as  in  current  law  with 
respect  to  the  assessment  rate  on  discretion- 
ary income:  and  placing  outside  the  cap  on 
costs  other  than  tuition  and  fees,  the  costs 
for  child  care  (up  to  $1,000  per  year)  and 
the  costs  of  special  services  or  equipment 
for  the  handicapped.  The  conferees  note 
that  for  those  students  who  receive  a  Feder- 
al rental  subsidy  or  other  housing  assistance 
payment,  a  special  computation  should  be 
used  to  ensure  fair  treatment  of  these  stu- 
dents. Rather  than  using  the  regular  family 
size  offset,  which  includes  an  allowance  for 
housing,  a  special  family  size  offset,  com- 
puted by  subtracting  the  housing  allowance, 
should  be  used.  In  addition,  the  student's 
housing  subsidy  should  be  excluded  from 
income. 
Recalculation 

The  House  amendment  and  the  Senate 
bill  allow  the  institution  to  recalculate  the 
eligibility  index  and  award  for  a  student  if  it 
determines  that  there  has  been  a  change  in 
circumstances  or  an  error  that  affect  the 
amount  of  the  award.  The  Senate  bill,  but 
not  the  House  amendment,  also  requires 
that  any  corrected  data  be  reported  to  the 
contractor  who  processes  the  applications 
for  a  confirmation  of  the  amount  of  the  eli- 
gibility index  for  the  student.  The  House  re- 


cedes with  an  amendment  providing  that 
the  corrected  data  will  also  be  provided  to 
the  central  processor  if  one  has  been  desig- 
nated by  the  Secretary  and  clarifying  that 
the  corrected  data  is  reported  after  an  ad- 
justed award  has  been  made  to  the  student. 
Overawards 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  institutions  to  pay  the  Secre- 
tary an  amount  equal  to  any  excess  amount 
received  by  a  student  as  a  result  of  an 
overaward  in  the  Pell  Grant  program.  The 
House  recedes. 

Contractor  reports 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  each  contractor  processing 
applications  for  awards  to  submit  to  the 
Secretary  after  each  academic  year  a  report 
on  the  correctness  of  the  computations  of 
amounts  of  the  eligibility  index  and  on  the 
accuracy  of  the  questions  on  the  applica- 
tion. The  House  recedes  with  an  amend- 
ment requiring  these  reports  also  to  be  pro- 
vided by  the  central  processor,  if  one  has 
been  designated  by  the  Secretary,  with  re- 
spect to  both  corrections  by  other  contrac- 
tors and  corrections  by  the  student  financial 
aid  administrator. 

Submission  of  schedule 

The  conference  substitute  provides  that  a 
joint  resolution  of  approval  is  required  for 
the  implementation  of  any  proposed  modifi- 
cations to  the  Pell  Grant  needs  analysis  or 
any  updates  which  depart  from  the  specific 
instructions  in  law.  In  the  absence  of  a  joint 
resolution  of  approval  within  the  time 
frame  specified,  the  needs  analysis  will 
automatically  be  updated  annually  accord- 
ing to  criteria  and  formulas  specified  in  the 
law. 

SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY 
GRANTS 
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Maximum  award 

The  Senate  bill  increases  the  maximum 
award    from    $2,000    to    $3,000.    while    the 
House   amendment   increases   it   to   $4,000. 
The  Senate  recedes. 
Minimum  award 

The  House  bill,  but  not  the  Senate  bill,  re- 
peals the  $200  minimum  grant  requirement. 
The  Senate  recedes  with  an  amendment  es- 
tablishing a  $100  minimum  grant. 
Grant  distribution 

The  House  amendment,  but  not  the 
Senate  bill,  permits  payments  to  students  of 
varying  amounts  rather  equal  amounts 
during  the  academic  year.  The  Senate  re- 
cedes. 
Federal  share 

The  House  amendment,  but  not  the 
Senate  bill,  reduces  the  Federal  share  of 
SEOG  awards  to  90%  for  FY  1989,  85%  for 
FY  1990  and  80%  for  FY  1991  and  each  year 
thereafter,  unless  the  Secretary  determines 
that  a  larger  share  is  necessary  for  an  insti- 
tution. The  House  amendment  also  specifies 
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allowable  sources  for  the  non-Federal  share. 
The  Senate  recedes  with  an  amendment  re- 
ducing the  percentages  for  the  Federal 
share  to  95%.  90%  and  85%  for  fiscal  years 
1989.  1990  and  1991  and  thereafter  respec- 
tively. 
Need  criteria 

The  House  amendment  requires  that  at 
least  75%  of  the  students  receiving  an  award 
at  an  institution  be  Pell  Grant  recipients. 
The  Senate  bill  requires  that  SEOGs  be 
awarded  first  to  students  with  exceptional 
need  and  that  priority  in  awarding  grants  be 
given  to  students  who  receive  Pell  Grants. 
The  Senate  bill  also  stipulates  that  in  deter- 
mining exceptional  need,  the  expected 
family  contribution  of  a  student  may  not 
exceed  50%  of  the  cost  of  attendance  at  the 
institution.  The  Senate  recedes  with  an 
amendment  requiring  that  SEOGs  be 
awarded  to  students  with  the  lowest  expect- 
ed family  contribution  at  the  institution. 
The  managers  wish  to  make  clear  that  it  is 
not  their  intent  that  awards  must  be  pro- 
portional to  the  need  of  students  at  each  in- 
stitution. The  Conferees  wish  to  emphasize 
their  belief  that  SEGG  funds  should  be  pro- 
vided to  the  most  needy  students  at  an  insti- 
tution. The  conferees  recognize,  however, 
that  institutions  may  prescribe  dates  by 
which  students  must  apply  to  be  considered 
for  limited  SEGG  dollars,  and  that  students 
with  the  lowest  EFCs.  who  meet  the  other 
eligibility  criteria,  would  receive  awards 
first.  The  conferees  further  recognize  that 
some  students  applying  later  may  have 
lower  EFCs  than  some  .students  awarded  in 
the  first  round,  and  while  the  conferees 
would  encourage  institutions  to  implement 
procedures  to  insure  that  such  students  are 
given  priority  in  awarding  the  remaining 
funds,  the  conferees  do  not  intend  to  pre- 
scribe institutional  procedures  with  respect 
to  application  dates. 

LESS-THAN-HALF-TIME  STUDENTS 

Both  the  Senate  bill  and  the  House 
amendment  repeal  the  current  law  provision 
which  limits  the  use  of  SEGG  funds  for  less 
than-half-time  student  to  10%  of  the  insti- 
tutions  SEGG  allocation.  The  House 
amendment  also  requires  institutions  to  pro- 
vide a  reasonable  proportion  of  their  SEGG 
allocation  to  less-than-half-time  students  if 
the  need  of  such  students  is  counted  in  de- 
termining the  institution's  SEGG  alloca- 
tion. The  Senate  recedes. 
Administrative  expenses 

The  House  amendment,  but  not  the 
Senate  bill,  clarifies  an  institutions  right  to 
use  a  portion  of  its  allotment  to  meet  ad- 
ministrative expenses  and  to  transfer  funds 
to  the  College  Work  Study  program  in  ac- 
cordance with  the  General  Provisions  of 
Title  IV.  The  Senate  recedes. 
Allocation  formula 

Both  the  Senate  bill  and  the  House 
amendment  create  new  allocation  formulas 
which  eliminate  the  state  allotment  formu- 
las in  current  law.  The  formula  in  the 
House  amendment  provides  that  amounts  in 
excess  of  a  hold  harmless  based  on  the  FY 
1979  appropriation  and  an  allocation  to  new 
institutions  participating  in  the  program 
will  be  provided  to  institutions  based  on  fi- 
nancial need  of  their  undergraduate  stu- 
dents. The  formula  in  the  Senate  bill  pro- 
vides that  amounts  in  excess  of  a  hold 
harmless  based  on  the  FY  1985  appropria- 
tion will  be  provided  to  institutions  based  on 
their  enrollments  of  students  eligible  to  par- 
ticipate in  the  program.  The  Senate  recedes 
with  an  amendment  providing  that  institu- 


tions will  be  held  harmless  at  their  allot- 
ment based  on  the  FTf  1985  appropriation  or 
a  pro  rata  share  thereof  in  the  event  of  in- 
sufficient appropriations:  that  Institutions 
participating  in  the  program  for  the  first  or 
second  time  will  receive  an  allocation  based 
on  the  allocation  received  by  comparable  in- 
stitutions; that  25%  of  any  additional  funds 
will  be  allocated  to  all  institutions  as  an 
equal  percentage  increase:  and  that  the  re- 
maining 75%  of  any  additional  funds  will  be 
allocated  to  institutions  based  on  the  finan- 
cial need  of  their  undergraduate  students. 

STATE  STUDENT  INCENTIVE  GRANTS 

Purpose 

The  House  amendment  modifies  the  state- 
ment of  purpose  to  include  work  study  jobs. 
The  Senate  bill  modifies  it  to  include 
campus-based  community  service  work 
learning  jobs.  The  House  recedes  with  an 
amendment  incorporating  both  purposes. 

AUTHORIZATIONS 
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Coriforming  amendment 

The  House  amendment,  but  not  the 
Senate  bill,  includes  a  conforming  amend- 
ment relating  to  the  eligibility  of  less-than- 
half-time  students.  The  Senate  recedes. 

Non-Federal  share 

The  House  amendment  provides  that  the 
non-Federal  share  provided  under  the  pro- 
gram must  be  funded  through  a  direct  ap- 
propriation of  State  funds.  The  Senate  bill 
requires  that  the  non-Federal  share  be  paid 
from  state  or  other  public  sources.  The 
Senate  recedes  with  an  amendment  provid- 
ing that  this  modification  will  be  effective 
not  later  than  July  1.  1987.  The  managers 
express  their  strong  encouragement  to  both 
the  states  and  the  Department  of  Education 
to  implement  this  new  requirement  as  soon 
as  possible  but  not  later  than  July  1,  1987. 

SPECIAL  PROGRAMS  FOR  STUDENTS  FROM 
DISADVANTAGED  BACKGROUNDS  AUTHORIZATIONS 

AUTHORIZATIONS 

I  in  millions  of  dollars  | 
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1989      76  (■)  (') 

1990 76  (M  (') 
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'  Sudi  suns 

Eligible  students 

The  House  amendment,  but  not  the 
Senate  bill,  requires  that  only  those  stu- 
dents deemed  eligible  to  participate  in  the 
program  in  a  state  can  be  counted  in  deter- 
mining the  state's  allotment.  The  Senate  re- 
cedes. 
Maximum  grant 

The  House  amendment,  but  not  the 
Senate  bill,  increases  the  maximum  grant 
from  $2,000  to  $3,000.  The  Senate  recedes 
with  an  amendment  increasing  the  maxi- 
mum grant  to  $2,500, 

Work  study  and  community  services  work 
learning  jobs 
The  House  amendment,  but  not  the 
Senate  bill,  allows  a  state  to  use  any  allot- 
ment in  excess  of  its  FY  1985  allotment  for 
work  study  programs  operated  in  compli- 
ance with  the  Federal  college  work  study 
program.  The  Senate  bill,  but  not  the  House 
amendment,  allows  a  state  to  use  any  part 
of  its  allotment  for  community  services 
work  learning  jobs.  The  House  recedes  with 
an  amendment  limiting  states  to  using  not 
more  than  20%  of  their  allotment  for  either 
a  work  study  program  or  a  community  serv- 
ices work  learning  program  or  both.  The 
amendment  further  provides  that  funds 
used  for  a  community  .services  work  learning 
program  will  be  provided  only  to  students 
eligible  for  the  states  SSIG  program  on  the 
basis  of  financial  need. 
Federal  share 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  the  Federal  share  for 
community  services  work  learning  programs 
will  be  60%.  The  Senate  recedes. 
Definition 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  a  definition  of  community 
services.  The  House  recedes. 
Nonprofit  institutions 

The  Senate  bill,  but  not  the  House  amend- 
ment, strikes  references  to  nonprofit  institu- 
tions. The  Senate  recedes. 
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First  generation  students 

The  House  amendment,  but  not  the 
Senate  bill,  includes  a  student  living  with 
only  one  parent  in  the  definition  of  first 
generation  student.  The  Senate  recedes. 

Veterans 

The  House  amendment,  but  not  the 
Senate  bill,  expands  to  pre-  and  post-Viet- 
nam era  veterans  the  provision  of  current 
law  providing  that  veterans  will  not  be 
deemed  ineligible  to  participate  in  TRIG 
programs  on  the  basis  of  their  age.  The 
Senate  recedes. 

Name  change 

Both  the  House  amendment  and  the 
Senate  bill  change  the  name  of  the  Special 
Services  for  Disadvantaged  Students  pro- 
gram to  Student  Support  Services.  The 
Senate  bill  then  refers  to  this  program  as 
"student  support  services"  while  the  House 
amendment  refers  to  it  as  "support  serv- 
ices."  The  House  recedes.  The  managers 
note  that  the  name  change  does  not  create  a 
new  program  authority.  'Special  Services 
for  Disadvantaged  Students"  projects  in  the 
midst  of  multi-year  funding  cycles  should  be 
continued  as  "Student  Support  Services" 
programs  without  being  required  to  submit 
a  new  application.  Moreover,  institutions 
which  had  received  "Special  Services  for 
Disadvantaged  Students"  funding  prior  to 
fiscal  1987  are  to  receive  consideration  for 
"prior  experience "  when  applying  for  fund- 
ing under  the  "Student  Support  Services  " 
program  for  fiscal  1987  and  beyond. 

Permissible  activities 

The  House  amendment,  but  not  the 
Senate  bill,  adds  to  the  permissible  activities 
in  the  Student  Support  Services  program 
those  designed  to  assist  students  currently 
enrolled  in  two  year  institutions  in  securing 
admission  and  financial  assistance  for  en- 
rollment in  four-year  postsecondary  institu- 
tions. The  Senate  recedes. 
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Need  determination 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  the  determination  of  a 
student's  need  for  academic  support  in 
order  to  pursue  successfully  a  program  of 
education  beyond  high  school  with  respect 
to  the  Student  Support  Services  program 
will  be  made  by  the  institution  at  which  the 
student  is  enrolled.  The  House  recedes  with 
an  amendment  making  this  same  modifica- 
tion in  the  Upward  Bound  program. 
Graduate  education  outreach 

The  Senate  bill,  but  not  the  House  amend- 
ment, permits  the  Secretary  to  give  grants 
to  Student  Support  Services  programs 
which  include  outreach  and  counseling  for 
juniors  and  seniors  in  postsecondary  educa- 
tion to  encourage  them  to  apply  and  enroll 
in  graduate  programs  and  provides  that  $1 
million  per  year  may  be  available  for  this 
purpose.  The  House  recedes  with  an  amend- 
ment establishing  the  post-baccalaureate 
achievement  program  to  provide  research, 
counseling  and  enrichment  for  students  who 
have  completed  their  sophomore  year  in 
postsecondary  education  to  assist  and  en- 
courage them  to  apply  for  and  enroll  in 
graduate  programs.  The  amendment  fur- 
ther provides  that  not  less  than  two-thirds 
of  the  students  participating  in  a  project 
must  be  low-income  individuals  who  are 
first  generation  college  students  and  that 
the  remaining  participants  be  from  a  group 
that  is  under-represented  in  graduate  educa- 
tion. Student  participants  may  receive  a  sti- 
pend not  to  exceed  $2,400  per  year.  In 
making  awards  to  institutions  the  Secretary 
shall  consider  the  quality  of  the  research 
and  other  scholarly  activities  in  which  stu- 
dents will  be  involved,  the  level  of  faculty 
involvement  in  the  project  and  the  institu- 
tion's plan  for  identifying  and  recruiting 
participants.  No  funds  shall  be  allocated  to 
these  projects  until  the  activities  authorized 
under  the  other  sections  of  this  subpart  re- 
ceive at  least  $168.8  million  and  in  no  case 
shall  these  projects  receive  more  than  $1 
million  in  FY  1988.  $2  million  in  FY  1989.  $3 
million  in  FY  1990,  and  $4  million  in  FY 
1991. 

MATCHING  REQUIREMENT 

The    House    amendment,    but    not    the 
Senate  bill,  repeals  the  25%  matching  re- 
quirement   for    Educational    Opportunity 
Centers.  The  Senate  recedes. 
Publications 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  training  provided 
through  the  Staff  Development  Activities 
program  shall  include  the  "publication"  of 
manuals.  The  Senate  recedes. 
Expansion  of  outreach  activities 

The  Senate  bill,  but  not  the  House  amend- 
ment, modifies  the  Staff  Development  Ac- 
tivities in  current  law  to  be  Outreach  and 
Staff  Development  Activities  to  expand  out- 
reach activities  which  extend  postsecondary 
educational  opportunities  to  students  from 
disadvantaged  backgrounds.  The  Senate  re- 
cedes. 

National  Center  for  Postsecondary  Opportu- 
nity 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  the  establishment 
of  a  National  Center  for  Postsecondary  Op- 
portunity to  help  ensure  that  adequate  in- 
formation and  counseling  regarding  Federal 
financial  aid  programs  is  readily  available  to 
students,  parents  and  others  interested  in 
postsecondary  educational  opportunities. 
The  Department  of  Education  is  required  to 
allocate  $5  million  for  the  Center  each  year 
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from  the  Department's  appropriations  for 
salaries  and  expenses.  The  House  recedes. 
The  decision  of  the  conferees  not  to  include 
the  National  Center  for  Postsecondary  Op- 
portunity in  the  conference  agreement  in  no 
way  is  meant  to  imply  their  satisfaction 
with  the  current  efforts  of  the  Department 
of  Education  to  provide  information,  out- 
reach and  training  to  insure  that  the  Title 
IV  programs  effectively  reach  their  intend- 
ed target  populations.  Indeed,  the  conferees 
believe  that  these  activities  by  the  Depart- 
ment are  inadequate  and  they  therefore 
direct  the  Secretary  to  review  and  improve 
these  activities  with  the  aim  of  providing 
more  timely  and  adequate  information 
about  Title  IV  programs  to  those  who  are 
economically  or  educationally  disadvan- 
taged, disabled,  living  in  rural  isolation,  non- 
traditional  adult  students,  unemployed  and 
women.  The  Secretary  is  urged  to  explore 
innovative  ways  for  the  dissemination  of  in- 
formation about  Title  IV  programs,  includ- 
ing the  use  of  videotapes  and  seminars.  The 
Secretary  is  also  urged  to  involve  in  such  ac- 
tivities those  who  work  as  professionals  di- 
rectly in  the  delivery  of  services  to  students 
and  potential  students  such  as  school  coun- 
selors, college  admissions  personnel.  TRIO 
program  personnel,  student  financial  aid  ad- 
ministrators and  school  administrators. 

HEP/CAMP  PROGRAMS 

HEP 

The  House  amendment,  but  not  the 
Senate  bill,  spells  out  in  detail  the  current 
practices  which  constitute  the  sen'ices  and 
structure  of  HEP. 

The  Senate  recedes. 

CAMP 

The  House  amendment,  but  not  the 
Senate  bill,  spells  out  in  detail  the  current 
practices  which  constitute  the  services  and 
structure  of  CAMP. 

The  Senate  recedes. 

Management  plan 

The  House  amendment,  but  not  the 
Senate  bill,  requires  that  applications  for  as- 
sistance include  a  management  plan. 

The  Senate  recedes. 

Grant  period 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  a  3-year  grant 
period. 

The  Senate  recedes. 

Prior  performance 

The  House  am.endment.  but  not  the 
Senate  bill,  provides  for  the  consideration  of 
prior  performance  in  making  awards. 

The  Senate  recedes. 

Minimum  grant 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  a  minimum  grant  of 
$150,000  for  both  HEP  and  CAMP. 

The  Senate  recedes. 
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HONORS  SCHOLARSHIP  PROGRAM 

Extension 

The  Senate  bill,  but  not  the  House  amend- 
ment, further  extends  the  Federal  Merit 
Scholarships  program  for  fiscal  years  1989. 
1990  and  1991  at  the  current  authorization 
of  $8  million  each  year. 

The  House  recedes. 

ASSISTANCE  TO  INSTITUTIONS  OF  HIGHER 
EDUCATION 

The  House  amendment,  but  not  the 
Senate  bill,  deletes  obsolete  cross-references 
in  the  program. 

The  Senate  recedes. 

VCIP 

Program  changes 

The  Senate  bill  reauthorizes  the  VCIP 
program  without  change.  The  House 
amendment  revises  current  law  and  changes 
the  name  of  the  program  to  the  Veterans 
Education  Outreach  Program;  establishes  a 
1.000  minimum  award:  requires  that  at  least 
100  undergraduate  veterans  with  honorable 
discharges  must  be  enrolled  at  the  institu- 
tion in  order  for  it  to  participate  in  the  pro- 
gram; allows  any  institution  which  partici- 
pated in  the  VCIP  program  for  a  continuous 
three  year  period  between  1980  and  1985 
and  which  has  at  least  100  eligible  veterans 
in  attendance  to  continue  to  be  eligible; 
allows  institutions  to  receive  $100  for  each 
veteran  undergraduate  student  who  has  re- 
ceived an  honorable  discharge  and  is  not 
covered  under  the  current  law  provisions: 
allows  institutions  to  count  less-than-full- 
time  students  in  proportion  to  the  degree  to 
which  they  are  attending  the  irititution; 
eliminates  the  requirement  that  the  institu- 
tion maintain  a  full-time  office  and  requires 
the  Secretary  to  collect  information  on  ex- 
emplary Veterans  Education  Outreach  Pro- 
grams and  to  disseminate  it  to  other  institu- 
tions having  such  programs  on  their  cam- 
puses. 

The  Senate  recedes  with  an  amendment 
eliminating  the  requirement  that  an  institu- 
tion have  at  least  100  eligible  veterans  in  at- 
tendance to  qualify  for  the  grandfather  pro- 
vision. 
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CHILD  CARE 

'  Sued  sums 


The  House  amendment,  but  not  the 
Senate  bill,  authorizes  a  program  of  grants 
from  the  Secretary  of  Education  to  institu- 
tions of  higher  education  to  provide  child 
care  services  for  disadvantaged  students. 
The  authorization  is  $15  million  in  FY  1987 
and  "such  sums"  in  each  of  the  four  suc- 
ceeding fiscal  years.  The  Senate  recedes 
with  an  amendment  changing  the  FY  1987 
authorization  amount  to  $10  million. 

GSL 

Title 

The  House  amendment,  but  not  the 
Senate  bill,  changes  the  Title  of  Part  B  of 
Title  IV  to  the  "Guaranteed  Student  Loan 
Program." 

The  Senate  recedes. 
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Technical  corrections 

The  House  amendment,  but  not  the 
Senate  bill,  makes  technical  corrections  to 
section  421  by  deleting  outdated  and  contra- 
dictory provisions. 

The  Senate  recedes. 

Advances 

The  House  amendment,  but  not  the 
Senate  bill,  makes  technical  corrections  to 
section  422  by  deleting  outdated  and  contra- 
dictory provisions. 

The  Senate  recedes. 

Return  of  advances 

The  House  amendment,  but  not  the 
Senate  bill,  requires  a  return  of  $50  million 
in  guaranty  agency  advances  in  FY  1988. 

The  House  recedes  with  an  amendment 
requiring  the  return  of  $75  million  in  ad- 
vances in  FY  1988  as  required  by  the  Con- 
solidated Omnibus  Budget  Reconciliation 
Act  of  1985  and  $35  million  in  advances  in 
FY  1989. 

The  Conferees  intend  that  federal  ad- 
vances be  returned  to  the  Secretary  follow- 
ing strict  adherence  to  the  criteria  set  forth 
in  the  Act.  These  criteria  are  extremely  im- 
portant in  assuring  that  advances  are  re- 
turned in  an  orderly  fashion  without  threat- 
ening the  viability  of  guaranty  agencies. 

State  requirements 

The  House  amendment,  but  not  the 
Senate  bill,  mandates  the  Comptroller  Gen 
eral  to  take  into  account  State  law  require- 
ments regarding  advances  in  effect  on  the 
date  of  enactment  of  the  law. 

The  Senate  recedes. 

Technical  corrections 

The  House  amendment,  but  not  the 
Senate  bill,  makes  technical  corrections  to 
section  423  by  deleting  outdated  and  contra- 
dictory provisions.  The  House  amendment 
also  deletes  references  to  postsecondary 
education  institutions  which  are  eligible 
lenders  because  H.R.  3700.  unlike  current 
law  and  the  Senate  bill,  treats  all  institu- 
tions alike  making  separate  provisions  un- 
necessary. 

The  Senate  recedes. 

Extension  of  program 

(a)  The  House  amendment  extends  the 
program  for  loans  made  to  students  after 
1992  to  enable  them  to  continue  or  complete 
their  education  through  fiscal  year  1997. 

(b)  The  Senate  bill  extends  this  authority 
through  FY  1996. 

(c)  The  House  amendment  also  deletes 
outdated  provisions. 

The  Senate  recedes. 

Origination  fee 

The  House  amendment,  but  not  the 
Senate  bill,  allows  the  student  to  borrow  the 
origination  fee  even  if  the  resulting  loan 
amount  is  in  excess  of  the  borrowing  limits. 

The  House  recedes. 

Loan  limits 

The  Senate  bill  and  the  House  amend- 
ment increase  loan  limits  as  follows: 
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Technical  corrections 

The  House  amendment  makes  necessary 
conforming  amendments  to  the  section. 

The  Senate  recedes. 
First-year  limits 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  the  limitations  on  first 
year  student  borrowing.  The  Senate  bill  in- 
creases borrowing  limits  for  these  students. 

The  Senate  recedes. 
Increase  in  aggregate  limits 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  the  Secretary 
shall  increase  aggregate  loan  limits  for  stu- 
dents in  programs  which  he  determines  are 
exceptionally  expensive.  The  Senate  bill 
continues  existing  law  which  provides  that 
the  Secretary  may  waive  such  limits.  The 
House  recedes. 
Consolidated  loan  exemption 

The  Senate  bill,  but  not  the  House  amend- 
ment, exempts  consolidation  loans  from  the 
provisions  of  section  427. 

The  House  recedes. 
Academic  workload 

The  House  amendment,  but  not  the 
Senate  bill,  moves  the  provision  requiring 
that  loans  be  insured  only  if  the  student  is 
carrying  at  least  one-half  the  normal  full- 
time  academic  workload  as  determined  by 
the  institution. 

The  Senate  recedes. 
Grace  period 

The  House  amendment,  but  not  the 
Senate  bill,  extends  the  grace  period  for 
FISL  loans  from  six  months  to  nine  months. 

The  House  recedes. 
Graduated  repayment 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  lenders  upon  request  of  the 
borrower  to  provide  a  revised  repayment 
schedule  which  is  based  upon  graduated  re 
payment. 

The  Senate  recedes. 
Deferral  during  attendance 

The  House  amendment  allows  students 
carrying  at  least  one-half  of  the  normal  full 
time  academic  workload  to  defer  repay- 
ments of  loans.  The  Senate  bill  requires 
full-time  workloads  for  deferral. 

The  Senate  recedes  with  an  amendment 
providing  that  students  who  are  carrying  at 
least  one-half  the  normal  full  time  load  may 
receive  a  deferment  if  they  have  received  a 
GSL  for  that  enrollment  period. 
Additional  deferments 

(a)  The  House  amendment,  but  not  the 
Senate  bill,  provides  for  a  three  year  defer- 
ment of  repayment  for  active  duty  members 
of  the  National  Oceanic  and  Atmospheric 
Administration  Corps. 

The  Senate  recedes. 

(b)  The  House  amendment,  but  not  the 
Senate  bill,  provides  for  up  to  three  years 
deferment  for  borrowers  engaged  as  full- 
time  public  or  private  elementary  or  second- 
ary teachers. 

The  Senate  recedes  with  an  amendment 
allowing  deferments  for  teachers  in  geo- 
graphic areas  where  there  is  a  teacher 
shortage  or  in  subject  areas  in  which  there 
are  teacher  shortages.  The  Secretary  in  con- 
sultation with  the  Chief  State  School  Offi- 
cer or  appropriate  private  school  officials 
will  define  the  areas  of  shortages. 

It  is  the  intent  of  the  Conferees  that  the 
Secretary,  in  defining  shortage  areas  as  re- 
quired under  Sec.  428(b)(4)  of  the  Act,  shall 
also  consider  deferments  for  teachers  from 
minority  groups  including  Blacks  and  His- 


panics  teaching  at  schools  with  high  per- 
centages of  minority  students,  as  an  impor- 
tant means  of  recruiting  more  minorities 
into  the  teaching  profession  to  serve  as  role 
models  for  those  students.  Deferments 
should  also  be  considered  in  states  where 
recent  reforms  require  mandatory  testing  of 
current  and  prospective  teachers,  thus  af- 
fecting teacher  supply;  and  in  states  having 
mandates  to  reduce  teacher-pupil  ratios, 
with  particular  attention  given  to  grades  K- 
2. 

The  Conferees  also  urge  the  Secretary  to 
take  into  consideration  wherever  possible 
the  needs  of  state  and  local  education  agen- 
cies at  the  pre-school  and  early  childhood 
education  levels,  and,  further  stresses  their 
intention  that  all  targeting  reflect  the  needs 
of  handicapped  and  special  education  as 
well  as  traditional  pre-school,  elementary, 
and  secondary  education. 

(c)  The  Senate  bill  provides  for  up  to  3 
years  deferment  for  the  care  of  disabled  de- 
pendents, while  the  House  amendment  pro- 
vides for  up  to  3  years  deferment  for  dis- 
abled spouses  and  children. 

The  House  recedes. 

(d)  The  House  amendment  provides  for  up 
to  six  months  of  parental  leave,  while  the 
Senate  bill  provides  for  six  up  to  nine 
months  of  maternal  leave. 

The  Senate  recedes. 

(e)  The  House  amendment,  but  not  the 
Senate  bill,  deletes  a  requirement  that  lend- 
ers notify  institutions  of  loans. 

The  Senate  recedes. 
Multiple  disbursement 

The  House  amendment,  but  not  the 
Senate  bill,  allows  the  second  installment  of 
a  loan  to  be  made  sooner  than  one-third  of 
the  period,  if  it  is  necessary  to  permit  the 
installment  to  be  disbursed  at  the  beginning 
of  the  second  term  of  enrollment. 

The  Senate  receded  with  amendments  to 
clarify  that: 

multiple  disbursement  does  not  apply  to 
supplemental  parent  and  student  loans,  con- 
solidation loans,  or  loans  to  students  attend- 
ing foreign  schools:  and 

the  periods  of  enrollment  to  which  multi- 
ple disbursement  applies. 

The  Conferees  understand  that  the 
present  forms  filled  out  by  students  apply- 
ing for  loans  may  not  request  adequate  in- 
formation to  determine  the  times  at  which 
loans  disbursements  are  to  be  made.  Howev- 
er, it  is  not  the  intention  of  the  Conferees 
that  the  forms  should  be  reprinted  because 
they  do  not  require  the  starting  and  ending 
dates  of  enrollment  periods. 
Technical  correction 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  outdated  and  contradic- 
tory provisions  in  Section  427. 

The  Senate  recedes. 
Conforming  amendments 

Both  the  House  amendment  and  the 
Senate  bill  make  necessary  conforming  and 
technical  amendments  to  Section  427 A. 

The  Senate  recedes  with  an  amendment 
incorporating  all  of  the  changes  in  both  ver- 
sions. 
In-school  interest 

(a)  The  Senate  bill,  but  not  the  House 
amendment,  retains  the  in-school  interest 
rate  for  new  borrowers  at  8  percent.  The 
Senate  bill  increases  the  interest  rate  to  10 
percent  during  repayment:  the  House 
amendment  increases  the  rate  to  10  percent 
in  the  fifth  year  of  repayment. 

The  Senate  recedes  with  an  amendment 
stating  that  when  any  return  to  a  holder  of 
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a  loan  exceeds  T-bill  +  3.25%,  because  of 
the  interest  rate  paid  by  the  borrower,  the 
excess  amount  will  be  returned  to  the  bor- 
rower by  shortening  the  borrowers  repay- 
ment period  or  by  reducing  the  amount  of 
the  borrowers  principal.  The  Secretary 
shall  review  the  two  options  outlined  for  im- 
plementing this  provision  and  report  to  the 
House  Education  and  Labor  Committee  and 
the  Senate  Labor  and  Human  Resources 
Committee  within  six  months  on  the  viabili- 
ty of  implementing  the  provisions,  and.  if 
necessary,  make  additional  recommenda- 
tions. 

(b)  The  House  amendment  sets  the  effec- 
tive date  for  interest  rates  for  new  borrow- 
ers as  October  1,  1987;  the  Senate  bill  sets 
the  effective  date  as  July  1,  1986. 

The  Senate  recedes. 

Authority  to  borrow  origination  fee 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  the  amount  of  any 
loan  which  is  eligible  for  interest  subsidies  is 
equal  to  the  amount  of  need  of  the  student 
increased  by  an  amount  necessary  to  cover 
the  origination  fee  for  the  loan. 

The  House  recedes. 
Certification  of  loan  need 

The  Senate  bill,  but  not  the  House  amend- 
ment, specifically  requires  that  institutions 
not  certify  loans  for  amounts  in  excess  of 
the  student's  demonstrated  need. 

The  House  recedes. 
Family  contribution  offsets 

The  Senate  bill,  but  not  the  House  amend- 
ment, specifically  allows  supplemental  and 
State-sponsored  or  private  loans  to  be  used 
to  provide  the  expected  family  contribution. 

The  House  recedes. 
Lender  discrimination 

The  Senate  bill,  but  not  the  House  amend- 
ment, prohibits  institutions  from  refusing  to 
provide  any  eligible  lender  with  a  statement 
permitting  a  student  to  receive  a  loan. 

The  House  recedes. 
Prompt  payment  of  subsidies 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  Secretary  to  make 
prompt  payment  of  interest  subsidies  to 
holders  of  loans. 

The  Senate  recedes. 
Technical  amendment 

The  House  amendment,  but  not  the 
Senate  bill,  deletes  outdated  and  contradic- 
tory provisions. 

The  Senate  recedes. 
Half-time  study 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  insurance  for  only 
those  students  attending  school  on  at  least  a 
half-time  basis. 

The  Senate  recedes. 
Origination  fee 

The  House  amendment,  but  not  the 
Senate  bill,  allows  the  student  to  borrow  the 
origination  fee  even  if  the  resulting  loan 
amount  is  in  excess  of  the  loan  limits. 

The  House  recedes-. 
Loan  limits 

The  Senate  bill  and  the  House  amend- 
ment increase  loan  limits  as  follows: 
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IKOfll 

$3,000 

S2,500 

$2,625 

Final   2  years  of   undergraduate 
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7,500 

Cumulatine  unaergraOuale  work  18,000  14,500  17,250 

Cumulative     undergraduate     and 
graduate  worfi  55,000  54,500  54.750 


Technical  corrections 

The  House  amendment  makes  necessary 
conforming  amendments  to  the  section. 

The  Senate  recedes. 

Loan  limits  lied  to  costs 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  loan  limits  for  grad- 
uate students  (based  only  on  the  sum  of  tui- 
tion, fees  and  costs  of  such  education)  an 
amount  equal  to  such  sum  if  it  is  between 
$5,000  and  $8,000  and  to  $8,000  if  tuition, 
fees,  and  costs  are  equal  to  or  greater  than 
$8,000.  The  Senate  bill  provides  for  annual 
loan  limits  for  graduate  students  of  $7,500. 

The  House  recedes. 
First-year  limits 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  the  limitations  on  first 
year  student  borrowing.  The  Senate  bill  in- 
creases borrowing  limits  for  these  students. 

The  Senate  recedes. 
Increase  in  aggregate  limits 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  the  Secretary 
shall  increase  aggregate  loan  limits  for  stu- 
dents in  programs  which  he  determines  are 
exceptionally  expensive.  The  Senate  bill 
continues  existing  law  which  provides  that 
the  Secretary  may  waive  such  limits. 

The  House  recedes. 
Repayment  period 

The  House  amendment,  but  not  the 
Senate  bill,  changes  the  repayment  period 
from  15  years  to  10  years. 

The  Senate  recedes. 
Grace  period 

The  House  amendment,  but  not  the 
Senate  bill,  extends  the  grace  period  for 
FISL  loans  from  six  months  to  nine  months. 

The  House  recedes. 
Technical  amendment 

The  House  amendment,  but  not  the 
Senate  bill,  restates,  in  condensed  form,  ex- 
isting requirements  relating  to  the  repay- 
ment period. 

The  Senate  recedes. 
Insurance  premium 

The  Senate  bill,  but  not  the  House  amend- 
ment, charges  a  3  percent  insurance  premi- 
um per  loan  for  the  first  year  of  the  loan. 

The  House  recedes  with  an  amendment 
stating  there  is  a  single  3%  insurance  premi- 
um equal  to  not  more  than  Z%  of  the  princi- 
pal amount  of  the  loan,  charged  when  the 
loan  is  taken  out. 
Graduated  repayment 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  lenders  will,  upon  re- 
quest of  the  borrower  provide  a  repayment 
schedule  which  is  based  upon  graduated  re- 
payment. The  monthly  payments  by  the 
borrower  are  to  be  rounded  to  multiples  of 
$5. 

The  Senate  recedes  on  graduated  repay- 
ment and  the  House  recedes  on  rounding. 
Deferral  during  half  time  study 

The  House  amendment,  but  not  the 
Senate  bill,  allows  students  carrying  at  least 
one-half  of  the  normal  full-time  academic 
workload  to  defer  repayments  of  loans. 

The  Senate  recedes  with  an  amendment 
providing  that  students  who  are  carrying  at 
least  one-half  the  normal  full  time  load  may 


receive  a  deferment  if  they  have  received  a 
GSL  for  that  enrollment  period. 

Additional  deferments 

(a)  The  House  amendment,  but  not  the 
Senate  bill,  provides  for  a  three  year  defer- 
ment of  repayment  for  active  duly  members 
of  the  National  Oceanic  and  Atmospheric 
Administation  Corps. 

The  Senate  recedes. 

(b)  The  House  amendment,  but  not  the 
Senate  bill,  provides  for  up  to  three  years 
deferment  for  borrowers  engaged  as  full- 
time  public  or  private  elementary  or  second- 
ary teachers. 

The  Senate  recedes  with  an  amendment 
allowing  deferments  for  teachers  in  geo- 
graphic areas  where  there  is  a  teacher 
shortage  or  in  subject  areas  in  which  there 
are  teacher  shortages.  The  Secretary  in  con- 
sultation with  the  Chief  State  School  Offi- 
cer or  appropriate  private  school  officials 
will  define  the  areas  of  shortages. 

It  is  the  intent  of  the  Conferees  that  the 
Secretary,  in  defining  shortage  areas  as  re- 
quired under  Sec.  428(b)(4)  of  the  Act.  shall 
also  consider  deferments  for  teachers  from 
minority  groups  including  Blacks  and  His- 
panics  teaching  at  schools  with  high  per- 
centages of  minority  students,  as  an  impor- 
tant means  of  recruiting  more  minorities 
into  the  teaching  profession  to  serve  as  role 
models  for  those  students.  Deferments 
should  also  be  considered  in  states  where 
recent  reforms  require  mandatory  testing  of 
current  and  prospective  teachers,  thus  af- 
fecting teacher  supply;  and  in  states  having 
mandates  to  reduce  teacher-pupil  ratios, 
with  particular  attention  given  to  grades  K- 
2. 

The  Conferees  also  urge  the  Secretary  to 
take  into  consideration  wherever  possible 
the  needs  of  state  and  local  education  agen- 
cies at  the  preschool  and  early  childhood 
education  levels,  and.  further  stresses  their 
intention  that  all  targeting  reflect  the  needs 
of  handicapped  and  special  education  as 
well  as  traditional  pre-school.  elementary, 
and  secondary  education. 

(c)  The  Senate  bill  provides  for  up  to  3 
year's  deferment  for  the  care  of  disabled  de- 
pendents, while  the  House  amendment  pro- 
vides for  up  to  3  year's  deferment  for  dis- 
abled spouses  and  children. 

The  House  recedes. 

(d)  The  House  amendment  provides  for  up 
to  six  months  of  parental  leave,  while  the 
Senate  bill  provides  for  up  to  six  months  of 
maternal  leave. 

The  Senate  recedes. 

Working  mother  deferral 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  mothers  of  preschool 
children  entering  or  reentering  the  work- 
force who  earn  less  than  $1  above  minimum 
wage  will  have  a  deferment  of  loan  repay- 
ment for  a  period  not  to  exceed  12  months. 

The  House  recedes  with  an  amendment 
applying  the  same  provisions  to  FISL  loans. 

Loan  disbursement 

The  House  amendment,  but  not  the 
Senate  bill,  allows  the  second  installment  of 
a  loan  to  be  made  sooner  than  one-third  of 
the  period,  if  it  is  necessary  to  permit  the 
installment  to  be  disbursed  at  the  beginning 
of  the  second  term  of  enrollment. 

The  Senate  receded  with  amendments  to 
clarify  that: 

multiple  disbursement  does  not  apply  to 
supplemental  parent  and  student  loans,  con- 
solidation loans,  or  loans  to  students  attend- 
ing foreign  schools:  and 
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the  periods  of  enrollment  to  which  multi- 
ple disbursement  applies. 

The  Conferees  understand  that  the 
present  forms  filled  out  by  students  apply- 
ing for  loans  may  not  request  adequate  in- 
formation to  determine  the  times  at  which 
loans  disbursements  are  to  be  made.  Howev- 
er, it  is  not  the  intention  of  the  Conferees 
that  the  forms  should  be  reprinted  because 
they  do  not  require  the  starting  and  ending 
dates  of  enrollment  periods. 
Incorporation  of  supplemental  agreement 

The  House  amendment,  but  not  the 
Senate  bill,  incorporates  the  provisions  of 
the  supplemental  agreement  in  section  428A 
of  current  law  into  the  agreement  in  section 
428(b). 

The  Senate  recedes. 

Regulations  to  control  risk 

The  House  amendment,  but  not  the 
Senate  bill,  alters  the  authority  of  the  Sec- 
retary to  promulgate  regulations  which 
•protect  the  financial  interests  of  the 
United  States"  to  regulations  which  "pro- 
tect the  United  States  from  the  risk  of  un- 
reasonable loss." 

The  Senate  recedes. 

Transfers  between  guaranty  agencies 

The  Senate  bill,  but  not  the  House  amend- 
ment, allows  guaranty  agencies  to  transfer 
loans  to  other  guaranty  agencies. 

The  House  recedes  with  an  amendment  to 
require  that  the  agencies  must  have  consent 
of  the  holder  of  the  loan. 
Inducements  by  guaranty  agencies 

The  Senate  bill,  but  not  the  House  amend- 
ment, prohibits  agencies  from  offering  in- 
ducements to  educational  institutions  or 
employees  to  secure  applicants  for  loans. 

The  House  recedes. 
Foreign  study  deferral 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  the  Secretary  shall  ap- 
prove any  course  of  study  at  a  foreign  uni- 
versity accepted  for  completion  of  a  recog- 
nized international  fellowship  program  as 
grounds  for  a  deferment  of  loan  repayment. 

The  House  recedes. 
Multistate  guarantor  reporting 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  each  multistate  guarantor  to 
provide  information  on  students  for  whom 
they  are  guarantors  to  the  State-designated 
agency  in  the  state  where  the  student  is  a 
resident. 

The  House  recedes  with  an  amendment 
which  allows  any  guaranty  agency  to  re- 
quest information  from  any  other  agency  on 
borrowing  by  students  in  its  State.  The  ad- 
dress of  the  t>orrower  cannot  be  provided 
and  the  agency  requesting  the  information 
must  pay  the  costs  associated  with  comply- 
ing with  the  request.  The  amendment  be- 
comes effective  January  1.  1987  and  expires 
when  the  student  loan  data  system  provided 
for  in  section  485B  becomes  effective  and 
the  Secretary  can  provide  this  information 
on  a  timely  basis. 

It  is  the  intention  of  the  Conferees  that 
only  those  costs  directly  associated  with 
providing  the  requested  information  can  be 
charged.  Agencies  may  not  charge  a  service 
fee. 
Reimbursing  supplemental  pre-claims  costs 

The  Senate  bill,  but  not  the  House  amend- 
ment, allows  the  Secretary  to  reimburse 
agencies  for  the  costs  of  supplemental  pre- 
claims  assistance  under  reinsurance. 

The  House  recedes  with  an  amendment 
prohibiting    any    entity    from    performing 


both  supplemental  pre-claims  assistance  and 
collections  activities  on  the  same  loan. 

The  Conferees  do  not  intend  to  prohibit 
the  same  entity  from  providing  both  supple- 
mental pre-claims  assistance  and  collections 
assistance  for  the  same  contractor,  provided 
that  in  no  instance  would  the  same  entity 
provide  both  forms  of  assistance  on  the 
same  student  loan. 

The  Conferees  also  wish  to  clarify  that,  in 
the  case  of  accounts  brought  into  repay- 
ment status  as  a  result  of  the  performance 
of  supplemental  pre-claims  assistance,  the 
cost  of  such  assistance  is  a  permissible 
charge-back  to  the  borrower  for  which  the 
borrower  shall  be  liable.  The  amount  of 
such  charges  should  be  drawn  from  the  first 
payments  received  from  the  borrower  re- 
sulting from  the  supplemental  pre-claims 
effort  and  shall  be  paid  to  the  entity  per- 
forming the  supplemental  pre-claims  assist- 
ance under  the  terms  of  the  contract  with 
the  guarantor. 

Contractual  right  to  default  payment 

The  House  amendment,  but  not  the 
Senate  bill,  deems  that  the  guaranty  agency 
has  a  contractual  right  against  the  United 
States  to  receive  reimbursement  on  default- 
ed loans,  the  Secretary  is  directed  to  make 
prompt  payment  to  the  guaranty  agencies 
on  claims. 
The  Senate  recedes. 

Reinsurance  rates  based  on  default  rates 

The  Senate  bill,  but  not  the  House  amend- 
ment, reduces  the  reinsurance  triggers  for 
States  with  default  rates  between  5  percent 
and  9  percent  from  90  percent  to  80  percent 
and  for  States  with  rates  in  excess  of  9  per- 
cent from  80  percent  to  70  percent. 

The  House  recedes  with  an  amendment  es- 
tablishing a  reinsurance  fee  based  on  de- 
fault rates  to  be  paid  to  the  Federal  govern- 
ment by  the  guaranty  agencies.  Agencies 
with  a  default  rate  less  than  5  percent  will 
pay  a  fee  equal  to  .25  percent  of  the  total 
principal  amount  of  loans  on  which  they 
issued  insurance  during  the  fiscal  year. 
Agencies  with  default  rates  equal  to  or 
greater  than  5  percent  will  pay  a  fee  equal 
to  .5  percent  of  such  amount. 

Additional  guaranty  agreement  conditions 

The  House  amendment,  but  not  the 
Senate  bill,  requires  that  the  guaranty 
agreement  shall  require: 

(a)  Guaranty  agencies  to  submit  proof 
that  reasonable  attempts  were  made  to 
locate  the  borrower,  in  the  case  of  a  default- 
ed loan  when  the  borrower's  location  was 
unknown  and  proof  of  contact  with  the  bor- 
rower when  the  location  was  known; 

The  Senate  recedes. 

(b)  Guaranty  agencies  to  set  forth  assur- 
ances that  they  will  not  engage  in  any  pat- 
terns of  discrimination  which  result  in  bor- 
rowers being  denied  access  to  loans  because 
of  race,  sex,  color,  religion,  national  origin, 
age,  handicapped  status,  income,  or  the 
characteristics  of  the  borrower's  academic 
program; 

The  Senate  recedes. 

(c)  Guaranty  agencies  be  allowed  to 
permit  forebearance  on  defaulted  loans. 

The  Senate  recedes. 

Collection  costs 

The  House  amendment,  but  not  the 
Senate  bill,  allows  guaranty  agencies  to 
retain  30  percent  of  collections  to  cover 
agency  costs  without  proof  of  sums  incurred 
costs  to  the  agency. 

The  Senate  recedes. 


Garnishment  provisions 

The  House  amendment,  but  not  the 
Senate  bill,  allows  guaranty  agencies  in 
States  which  adopt  the  garnishment  provi- 
sions provided  for  in  the  House  amendment 
to  retain  35  percent  of  their  collections  in- 
stead of  30  percent.  The  House  garnishment 
provisions  limit  the  amount  that  may  be 
withheld  to  10  percent  of  disposable  pay;  re- 
quire notice  to  the  borrower  and  an  oppor- 
tunity to  respond;  provide  the  borrower 
with  the  opportunity  to  review  existing  in- 
formation; provide  the  borrower  the  oppor- 
tunity to  establish  a  repayment  schedule 
with  the  guaranty  agency;  sets  penalties  for 
employers'  non-compliance  after  notice;  and 
prohibit  the  employer  from  firing  or  taking 
disciplinary  action  against  an  employee 
whose  wages  are  garnished. 

The  Senate  recedes. 

Rehabilitation  of  defaulted  loans 

The  House  amendment,  but  not  the 
Senate  bill,  allows  guaranty  agencies  or  the 
Secretary  to  sell  defaulted  loans  which  have 
been  in  repayment  status  for  12  months  and 
allows  the  borrower  having  such  a  rehabili- 
tated loan  to  be  eligible  to  receive  additional 
loans. 

The  Senate  recedes  with  an  amendment 
providing  for  a  three-year  pilot  program 
only  and  for  an  evaluation  study  of  the  pro- 
gram. In  order  to  qualify  the  participants 
must  have  been  institutionalized  or  unem- 
ployed at  the  time  of  default. 

Supplemental  guaranty  benefits 

The  House  amendment,  but  not  the 
Senate  bill,  applies  the  supplemental  agree- 
ment benefits  to  the  basic  guaranty  agree- 
ment and  repeals  the  supplemental  guaran- 
ty agreement  provisions  because  the  supple- 
mental provisions  are  incorporated  into  the 
basic  agreement. 

The  Senate  recedes. 

Contractual  right  to  administrative  cost  al- 
lowance 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  a  contractual  right 
on  the  part  of  the  guaranty  agencies  to  re- 
ceive prompt  payment  of  the  administrative 
cost  allowance. 

The  Senate  recedes. 

Default  information 

The  Senate  bill,  but  not  the  House  amend- 
ment, allows  guaranty  agencies  to  provide 
information  to  eligible  institutions  on 
former  students  of  the  institution  who  are 
in  default,  including  the  names  and  address- 
es of  such  students.  Public  dissemination  of 
such  information  is  not  authorized. 

The  House  recedes. 

It  is  the  intention  of  the  Conferees  that 
the  activities  performed  by  educational  in- 
stitutions relating  to  delinquent  or  default- 
ed borrowers  be  clearly  supplemental  to  the 
due  diligence  required  to  be  performed  by 
guarantors  and  lenders  under  this  part  and 
that  such  activities  in  no  way  supplant  their 
responsibilities. 

Supplemental  guaranty  agreement 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  section  428A,  Loan  In- 
surance Supplemental  Guaranty  Agree- 
ment, having  incorporated  its  provisions 
Into  a  single  guaranty  agreement  provided 
for  in  section  428. 

The  Senate  bill,  but  not  the  House  bill, 
amends  Section  428A  to  conform  it  to  the 
changes  in  annual  and  aggregate  loan  limits 
provided  for  in  the  Senate  bill. 
The  Senate  recedes. 


UMI 


September  22,  1986 


CONGRESSIONAL  RECORD— HOUSE 


25323 


t  not  the 
icies  or  the 
which  have 
nonths  and 
.  a  rehabili- 
i  additional 


live  cost  al- 


3use  amend- 
;  to  provide 
tutions  on 
ion  who  are 
ind  address- 
•mination  of 
ed. 

iferees  that 
icational  in- 
;  or  default- 
ental  to  the 
»rformed  by 
(lis  part  and 
pplant  their 

nt 

It  not  the 
A,  Loan  In- 
.nty  Agree- 
3  provisions 
;nt  provided 

House  bill, 
•m  it  to  the 
e  loan  limits 


Additional  supplemental  agreement  require- 
ments. 

The  Senate  bill,  but  not  the  House  amend- 
ment, modifies  section  428A(a)(l).  relating 
to  the  eligibility  of  guaranty  agencies  for 
Federal  reinsurance,  and  section  428A(a)(2) 
relating  to  the  eligibility  of  guaranty  agen- 
cies for  administrative  allowances,  to  re- 
quire that  guaranty  agencies  provide  eligi- 
bility for  all  eligible  lenders  under  reasona- 
ble criteria  unless  a  lender  has  been  elimi- 
nated from  the  program  under  limit,  sus- 
pend and  terminate  or  there  is  a  state  con- 
stitutional prohibition  affecting  the  eligibil- 
ity of  a  lender.  The  Senate  bill  also  requires 
that  the  guaranty  agency  provide  assur- 
ances that  it  will  report  annually  to  the  Sec- 
retary concerning  these  criteria.  In  current 
law.  these  requirements  apply  only  to  insti- 
tutional (i.e..  school)  lenders. 

The  House  recedes  w'ith  an  amendment 
requiring  agencies  to  report  to  the  Secre- 
tary only  on  any  changes  in  criteria. 
Commingling  of  funds 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  a  new  section  428A. 
Commingling  of  Funds,  which  permits  guar- 
anty agencies  to  commingle  funds  received 
under  this  program  and  to  use  them  to 
carry  out  any  of  the  purposes  for  which  the 
funds  are  authorized,  except  that  expendi- 
tures for  a  particular  purpose  may  not 
exceed  the  amount  authorized  to  be  spent 
for  that  purpose  and  guaranty  agencies 
must  still  comply  with  their  accounting  or 
auditing  obligations. 

The  Senate  recedes  with  an  amendment 
clarifying  the  House  language  and  strength- 
ening it. 
Supplemental  or  aiuciliary  loan  limits. 

(a)  The  Senate  bill  amends  the  Auxiliary 
Loans  to  Assist  Students  (ALAS)  program 
by  increasing  the  annual  loan  limit  for  par- 
ents from  $3,000  to  $4,000  on  behalf  of  each 
student  in  the  family.  The  aggregate  loan 
limit  for  parents  is  increased  from  $15,000 
to  $20,000.  These  same  increases  in  the 
annual  and  aggregate  loan  limits  apply  as 
well  to  graduate  and  professional  students. 
The  annual  loan  limit  for  independent  un- 
dergraduate students  is  increased  from 
$2,500  to  $4,500  and  the  aggregate  loan  limit 
for  these  students  is  increased  from  $12,500 
to  $22,500. 

The  Senate  recedes. 

(b)  The  House  bill  repeals  the  ALAS  pro- 
gram and  establishes  in  its  place  separate 
programs  of  Supplemental  Loans  for  Stu- 
dents and  Loans  for  Parents. 

The  Senate  recedes. 

(c)  The  Supplemental  Loans  for  Students 
in  the  House  bill  differs  from  the  current 
ALAS  program  by  taking  all  students  eligi- 
ble for  these  loans  (not  just  graduate,  pro- 
fessional and  independent  undergraduate 
students).  It  increases  the  annual  loan  limit 
from  $3,000  to  $4,000.  and  it  increases  the 
aggregate  loan  limit  from  $15,000  to  $20,000. 

Th-3  Senate  recedes  with  an  amendment 
excluding  dependent  undergraduates  from 
eligibility  for  the  Supplemental  Loans  for 
Students. 

(d)  The  House  amendment,  but  not  the 
Senate  bill,  deletes  the  separate  limitations 
on  borrowing  by  independent  undergradu- 
ate students. 

The  Senate  recedes. 

(e)  The  House  amendment,  but  not  the 
Senate  bill,  requires  that  interest  payments 
which  are  deferred  shall,  at  the  option  of 
the  lender,  either  be  paid  quarterly  or  added 
to  the  principal  amount  of  the  loan  (i.e., 
capitalized). 


The  Senate  recedes  with  an  amendment 
providing  that  repayment  will  commence  60 
days  after  the  loan  is  disbursed  with  the 
option  to  defer  payments  of  interest  and 
principal  while  the  student  is  in  school. 

(f)  The  House  amendment  permits  Sup- 
plemental Loans  for  Students  and  ALAS 
loans  to  be  consolidated  into  a  single  repay- 
ment schedule. 

The  Senate  recedes  with  a  technical 
amendment  on  the  method  of  consolidating 
the  loans. 

(g)  The  House  amendment,  but  not  the 
Senate  bill,  deletes  the  restrictions  on  FISL 
insurance  of  supplemental  loans  to  stu- 
dents. 

ThjE  Senate  recedes. 

The  Conferees  expect  that  the  Guaran- 
teed Student  Loans  shall  be  available  only 
to  otherwise  qualified  health  professions 
residents  who  are  paying  tuition  and  fees. 
Supplemental  loans  may  be  made  to  quali- 
fied medical  residents,  whether  they  pay 
tuition  or  not.  in  amounts  not  to  exceed  the 
total  costs  of  education,  computed  using  a 
standard  student  budget,  less  other  aid  or 
stipend  payments  received.  Annual  borrow- 
ing limits  for  residents  shall  be  the  same  as 
those  applicable  to  other  graduate  and  pro- 
fessional students.  Hospitals  that  conduct 
resident  training  programs  which  comply 
with  Department  of  Education  require- 
ments, shall  be  considered  institutions  of 
higher  education  for  the  purpose  of  award- 
ing Supplemental  Loans. 

The  Conferees  were  concerned  that  the 
confusion  about  resident  eligibility  for 
Guaranteed  Student  Loans  and  Supplemen- 
tal Loans  has  led  to  inconsistent  and  overly 
restrictive  interpretations.  It  is  the  intent  of 
the  Conferees  that  access  to  Guaranteed 
Student  Loaas  be  limited  to  medical  resi- 
dents who  are  paying  tuition  and  fees  and 
have  the  same  borrowing  needs  as  other 
graduate  and  professional  students. 

The  Conferees  also  recognize  the  fact  that 
some  residents— including  many  non-physi- 
cian residents— do  not  receive  stipends,  and 
others  are  paid  amounts  that  often  fall 
short  of  reasonable  student  living  costs.  The 
Conferees  expect  these  students  to  have 
access  to  the  Supplemental  program  to  meet 
their  remaining  need. 
Parent  loans 

(a)  The  Loans  for  Parents  program  in  the 
House  amendment  allows  parents  to  defer 
repayment  for  up  to  three  years  for  tempo- 
rary total  disability  and  for  a  single  period 
of  up  to  one  year  if  the  borrower  is  unem- 
ployed. 

The  Senate  recedes  with  an  amendment 
extending  the  provision  to  dependent  stu- 
dent borrowing. 

(b)  The  House  amendment,  but  not  the 
Senate  bill,  increases  the  annual  loan  limit 
from  $3,000  to  $4,000. 

The  Senate  recedes. 

(c)  The  House  amendment,  but  not  the 
Senate  bill,  provides  for  an  aggregate  loan 
limit  of  $20,000. 

The  Senate  recedes. 

(d)  The  House  amendment,  but  not  the 
Senate  bill,  requires  repayment  of  principal 
and  interest  to  begin  not  later  than  90  days 
after  the  loan  is  disbursed. 

The  Senate  recedes  with  an  amendment 
providing  for  repayment  to  begin  not  later 
than  60  days,  but  allowing  the  lender  at  the 
request  of  the  borrower  to  defer  and  capital- 
ize payments  until  the  student  for  whose 
benefit  the  loan  was  made  ceases  to  remain 
a  student. 

(e)  The  House  amendment,  but  not  the 
Senate  bill,  permits  Loans  for  Parents  and 


ALAS  loans  made  under  current  law  to  be 
consolidated  into  a  single  repayment  sched- 
ule. 

The  Senate  recedes. 

The  Conferees  agreed  to  a  substitute  for 
the  12%  interest  rates  in  the  student  and 
parent  supplemental  loan  programs.  Under 
the  provision  a  variable  rate  is  established 
for  all  new  supplemental  loans.  All  loans  are 
to  be  made  at  an  interest  rate  equal  to  the 
one-year  T-bill  plus  3.75%.  with  a  maximum 
allowable  rate  of  12%.  A  special  allowance 
would  be  paid  only  if  T-bill  +  3.75  exceeded 
12%. 

Additionally,  the  conferees  established  a 
refinancing  program  at  the  newly  estab-. 
lished  variable  rate  offered  to  borrowers  at 
the  option  of  the  lender.  The  current  holder 
of  the  loan  is  given  the  first  option  to  refi- 
nance the  loan.  A  refinancing  fee  of  $100  is 
charged  to  borrowers  to  defray  the  adminis- 
trative costs  associated  with  refinancing. 

Under  current  law.  lenders  may  charge  an 
interest  rate  of  up  to  12%.  However,  most 
lenders  charge  a  flat  12%  interest  rate,  indi- 
cating that  the  flexibility  provided  in  law- 
has  been  under  utilized.  As  a  result,  the 
Conferees  considered  making  refinancing  of 
supplemental  loans  mandatory.  Although 
the  Conferees  decided  against  mandatory 
refinancing,  it  is  their  intention  that  lenders 
will  make  refinancing  available  to  all  bor- 
rowers. The  Conferees  intend  that  the  Con- 
gress will  conduct  oversight  regarding  the 
availability  of  refinancing  to  all  borrowers. 

Loan  consolidation 

(a)  The  Senate  bill,  but  not  the  House 
amendment,  permits  Health  Professions 
Student  Loans  (HPSL)  to  be  included  in 
Consolidation  Loans. 

The  House  recedes. 

(b)  In  providing  for  insurance  coverage  of 
Consolidated  Loans,  the  House  amendment, 
but  not  the  Senate  bill,  cross-references  the 
authority  of  the  Student  Loan  Marketing 
Association  (Section  439(o))  which  expired 
on  November  1.  1983. 

The  Senate  recedes. 

(c)  The  House  amendment  requires  a  bor- 
rower to  have  outstanding  indebtedness  of 
not  less  than  $7,500  to  be  eligible  for  a  Con- 
solidation Loan.  The  Senate  bill  requires  an 
eligible  Consolidation  Loan  borrower  to 
have  an  outstanding  indebtedness  to  one  or 
more  lenders  or  programs  of  not  less  than 
$5,000  to  be  eligible  for  a  Consolidation 
Loan. 

The  House  recedes. 

(d)  The  Senate  bill,  but  not  the  House 
amendment,  requires  that  an  eligible  Con- 
solidation Loan  borrower  not  have  been  en- 
rolled at  least  half-time  in  postsecondary 
education  during  the  previous  four  months. 

The  Senate  recedes. 

(e)  The  House  amendment,  but  not  the 
Senate  bill,  permits  an  eligible  consolidation 
Loan  borrower  to  be  in  the  grace  period  pre- 
ceding repayment. 

■  The  Senate  recedes. 

(f)  The  House  amendment,  but  not  the 
Senate  bill,  specifies  that  a  Consolidation 
Loan  counts  against  the  borrower's  aggre- 
gate loan  limits  under  the  GSL  program. 

The  Senate  recedes. 

(g)  The  House  amendment,  but  not  the 
Senate  bill,  permits  a  lender  to  make  a  Con- 
solidation Loan  to  a  borrower  only  if  the 
borrower  certifies  that  he  or  she  has  no 
other  application  pending  for  a  Consolida- 
tion Loan. 

The  Senate  recedes. 

<h)  The  House  amendment,  but  not  the 
Senate  bill,  provides  that  an  eligible  lender 
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must  agree  to  make  a  reasonable  effort  to 
notify  each  borrower  to  whom  they  have 
made  a  Guaranteed  Student  Loan  of  the 
availability  and  terms  of  Consolidation 
Loans. 

The  Senate  recedes  with  an  amendment 
which  requires  that  this  information  be  pro- 
vided to  the  tKjrrower  at  or  prior  to  the 
point  of  loan  disbursement. 

(i)  The  House  amendment  provides  that 
the  Secretary  will  not  issue  a  certificate  of 
comprehensive  insurance  to  a  lender  unless 
the  Secretary  determines  that  such  lender 
has  l)een  denied  a  certificate  of  insurance, 
the  guaranty  agency  which  insures  the  pre- 
ponderance of  its  loans  (by  value).  The 
Senate  bill  provides  that  the  Secretary  will 
not  issue  a  certificate  of  comprehensive  in- 
surance to  a  lender  if  the  Secretary  deter- 
mines that  the  lender  has  reasonable  access 
in  its  State,  for  the  purixjse  of  obtaining 
such  a  certificate,  to  a  guaranty  agency. 

The  Senate  recedes  with  an  amendment 
giving  the  right  of  first  refusal  to  Lssue  the 
certificate  of  insurance  to  the  guarantor 
with  the  largest  percentage  value  of  the 
loans  guaranteed  under  the  consolidation. 

(j)  The  House  amendment  requires  that 
the  maker  of  the  Consolidation  Loan  obtain 
from  the  holder  or  holders  of  each  loan  a 
certificate  attesting  to  the  validity  and  the 
legality  of  the  loans.  The  Senate  bill  re- 
quires that  the  maker  of  the  Consolidation 
Loan  determine  to  its  satisfaction,  in  accord- 
ance with  reasonable  and  prudent  business 
practices,  that  these  conditions  have  been 
met. 
The  House  recedes. 

(k)  The  House  amendment,  but  not  the 
Senate  bill,  provides  that  the  certificate  of 
comprehensive  insurance  shall  include  the 
reporting  requirements  of  the  Secretary  on 
the  lender,  an  identification  of  the  Office  of 
the  Department  of  Education  or  of  the 
guaranty  agency  which  will  process  claims 
and  perform  other  related  administrative 
functions,  and  the  alternative  repayment 
terms  which  will  be  offered  to  borrowers  by 
the  lender. 
The  Senate  recedes. 

(1)  The  Senate  bill,  but  not  the  House 
amendment,  requires  that  the  loan  agree- 
ment between  the  Iwrrower  and  the  lender 
contain  a  notice  of  the  possibility  of  a  re- 
vised payment  schedule. 
The  Senate  recedes. 

(m)  The  House  amendment  provides  that 
borrowers  of  Consolidation  Loans  will  have 
available  to  them  all  of  the  deferments 
available  to  regular  GSL  borrowers.  The 
Senate  bill  provides  for  deferments  only 
during  periods  of  full-time  study,  study  pur- 
suant to  a  graduate  fellowship  program  ap- 
proved by  the  Secretary,  study  pursuant  to 
a  rehabilitation  training  program  for  dis- 
abled individuals  approved  by  the  Secretary, 
not  in  excess  of  two  years  during  which  the 
borrower  is  serving  an  internship,  not  in 
excess  of  three  years  during  which  the  bor- 
rower is  temporarily  totally  disabled  and  a 
single  period  not  in  excess  of  one  year 
during  which  the  borrower  is  unemployed. 

The  Senate  recedes  with  an  amendment 
limiting  deferments  to  full-time  study,  tem- 
porary disability  and  unemployment. 

The  Conferees  intend  that  lenders  who 
hold  Title  IV  loans  provide  information  to 
borrowers  during  grace  and  deferral  periods 
that  will  enable  students  to  make  fully  in- 
formed decisions  about  all  loan  consolida- 
tion and  combined  payment  plans  available 
to  them.  The  Conferees  are  concerned  that 
all  borrowers  be  informed  of  the  deferrals 
and  grace  periods  for  which  they  are  eligible 


and  that  after  consolidating  their  loans  the 
only  deferments  for  which  they  are  eligible 
are  in-school  periods,  disability,  and  unem- 
ployment. Lenders  who  offer  consolidation 
and  combined  payment  plans  are  expected 
to  design  these  plans  in  a  way  that  maxi- 
mizes each  borrower's  available  deferrals 
and  grace  period(s).  Lender  efforts  to  en- 
courage students  to  consolidate  their  loans 
prior  to  the  expiration  of  Title  IV  deferral 
periods  would  be  contrary  to  the  intent  of 
the  Conferees  in  establishing  the  loan  con- 
solidation and  combined  payment  plans. 

(n&o)  The  Senate  bill  provides  that  the 
interest  rate  on  a  Consolidated  Loan  will  be 
at  10%  unless  one  or  more  of  the  loans 
being  consolidated  is  an  ALAS  loan  in  which 
case  the  interest  rate  will  be  the  highest 
rate  of  the  ALAS  loan  being  consolidated. 
The  Senate  bill  further  provides  that  in  the 
first  month  of  the  tenth  year  of  repayment 
the  interest  rate  will  be  adjusted  to  a 
market  rate  established  by  the  Secretary  of 
the  Treasury  at  the  beginning  of  the  calen- 
dar year  based  on  the  average  of  the  bond 
equivalent  rates  of  91-day  Treasury  bills 
auctioned  during  the  preceding  year  plus 
3.25%. 

The  Senate  bill  also  provides  that  this  in- 
terest rate  adjustment  will  not  be  made  in 
the  case  of  borrowers  who  are  determined 
pursuant  to  regulations  prescribed  by  the 
Secretary  to  be  low-income  individuals  or  in- 
dividuals who  have  a  high  ratio  of  outstand- 
ing loans  to  income. 

The  House  amendment  provides  that  the 
interest  rate  on  a  Consolidated  Loan  will  be 
8%  during  the  first  four  years  of  repayment. 
9%  during  the  5th  through  7th  years  of  re- 
payment. 10%  during  the  8th  through  10th 
years  of  repayment  and  12%  during  the  11th 
through  25th  years  of  repayment.  The 
House  bill  further  provides  that  in  no  event 
will  the  interest  rate  on  a  Consolidated 
Loan  be  less  than  the  weighted  average  of 
the  interest  rates  on  the  loans  consolidated. 

The  Senate  recedes  with  an  amendment 
which  .sets  the  interest  rate  at  the  weighted 
average  of  the  interest  rates  on  the  loans 
consolidated  rounded  to  the  nearest  percent 
with  a  minimum  interest  rate  of  9%. 

(p)  The  Senate  bill,  but  not  the  House 
amendment,  provides  that  the  minimum 
payment  must  equal  the  accrued  unpaid  in- 
terest for  the  payment  period. 

The  House  recedes. 

(q)  The  House  amendment,  but  not  the 
Senate  bill,  provides  that  the  repayment 
schedule  for  Consolidated  Loans  may  be 
income  sensitive. 

The  Senate  recedes  with  an  amendment 
providing  for  the  establishment  of  graduat- 
ed or  income-sensitive  repayment  schedules. 

(r&s)  The  Senate  bill  provides  that  the 
length  of  repayment  period  for  a  Consolida- 
tion Loan  will  not  be  more  than  15  years 
except  if  the  original  amount  of  the  Con- 
solidation Loan  exceeds  $25,000  and  the  bor- 
rower also  has  a  Health  Education  Assist- 
ance Loan  (HEAL)  which  together  with  the 
Consolidation  Loan  exceeds  $30,000.  then 
the  repayment  period  for  the  Consolidation 
Loan  will  not  be  more  than  20  years. 

The  House  amendment  provides  that  the 
length  of  the  repayment  period  for  a  Con- 
solidation Loan  will  not  be  more  *han  15 
years  in  the  case  of  a  Consolidation  Loan 
which  is  less  than  $15,000.  The  House  bill 
further  provides  that  if  the  Consolidation 
Loan  equals  or  exceeds  $15,000  but  is  less 
than  $35,000  or  if  the  sum  of  the  Consolida- 
tion Loan  and  other  outstanding  loans 
equals  or  exceeds  $15,000  but  is  less  than 
$35,000,  the  repayment  period  will  be  not 


more  than  20  years.  The  House  bill  also  pro- 
vides that  if  the  Consolidation  Loan  equals 
or  exceeds  $35,000  or  if  the  sum  of  Consoli- 
dation Loans  and  outstanding  student  loans 
equals  or  exceeds  $35,000,  the  repayment 
period  will  not  be  more  than  25  years. 

The  Conference  substitute  provides  for 
the  following  terms  of  repayment:  Consoli- 
dated Loans  between  $5,000  and  $7,500  will 
be  allowed  a  repayment  period  not  to  exceed 
10  years:  Consolidated  Loans  between  $7,500 
and  $10,000.  with  the  balance  including  min- 
imum of  $5,000  in  Guaranteed  Student 
Loans  will  receive  a  repayment  period  not  to 
exceed  12  years:  Consolidated  Loans  and 
other  educational  loans  between  $10,000  to 
$20,000  will  be  allowed  a  repayment  period 
not  to  exceed  15  years:  Consolidated  Loans 
and  other  educational  loans  between  $20,000 
and  $45,000  will  be  allowed  a  repayment 
period  not  to  exceed  20  years:  Consolidated 
Loans  and  other  educational  loans  of 
$45,000  and  greater  will  be  allowed  a  repay- 
ment period  not  to  exceed  25  years.  At  least 
50%  of  the  indebtedness  considered  in  de- 
lerming  the  length  of  the  repayment  period 
must  be  consolidated  loans. 

(t)  The  Senate  bill,  but  not  the  House 
amendment,  provides  that  the  monthly  re- 
payment amount   may  be  rounded  to  the 
nearest  $5. 
The  House  recedes. 

(u)  The  Senate  bill  provides  that  the  con- 
solidation loan  program  will  expire  on  Sep- 
tember 30  1991.  The  House  amendment 
provides  that  the  Consolidation  Loan  pro- 
gram will  expire  on  September  30,  1992. 
The  Senate  recedes. 

(V)  The  Senate  bill,  but  not  the  House 
amendment,  provides  that  the  Secretary  of 
Education  is  not  authorized  to  promulgate 
rules  or  regulations  governing  the  terms  or 
conditions  of  the  agreement  with  the  lend- 
ers and  certificates  of  insurance. 
The  House  recedes. 

(w)  The  Senate  bill  provides  that  Consoli- 
dation Loans  will  not  be  considered  as  new 
loans  for  the  purposes  of  the  limitation  on 
the  total  amount  of  loans  that  may  be  in- 
sured under  the  Federal  Insured  Student 
Loan  (FISL)  program.  The  House  amend- 
ment provides  that  Consolidation  Loans  will 
be  considered  for  the  purposes  of  this  limi- 
tation. 
The  Senate  recedes. 

(x)  The  Senate  bill,  but  not  the  House 
amendment,  requires  the  Secretary  of  Edu- 
cation to  evaluate  the  cost,  efficiency  and 
impact  of  the  Consolidation  Loan  program 
and  report  his  findings  and  recommenda- 
tions to  the  Congress  not  later  than  June 
30,  1988. 

The  House  recedes  with  an  amendment  di- 
recting the  Comptroller  General  to  conduct 
the  study  and  report  his  findings  and  rec- 
ommendations to  the  Congress  no  later 
than  June  30,  1988. 

Fiscal  responsibility 

The  House  amendment,  but  not  the 
Senate  bill,  changes  "protecting  the  finan- 
cial interest  of  the  United  States"  to  'pro- 
tecting the  United  States  from  the  risk  of 
unreasonable  loss." 

The  Senate  recedes. 

Borrower  location 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  guaranty  agencies 
to  submit  proof  that  attempts  were  made  to 
locate  the  borrower  in  the  case  of  a  default. 

The  Senate  recedes. 
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Credit  bureaus 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  guaranty  agency  to 
make  reports  to  credit  bureaus  on  the  date 
and  amount  of  disbursement,  default  date, 
and  collection,  and  cancellation  of  the  loan 
through  repayment.  Current  law  requires 
reporting  throughout  the  life  of  the  loan  by 
guaranty  agencies,  lenders  and  subsequent 
holders. 

The  Senate  recedes  with  an  amendment 
requiring  holders  of  loans  to  report  on  cur- 
rent balances  rather  than  each  disburse- 
ment. Holders  are  to  report  on  loans  in  good 
standing  and  guaranty  agencies  on  loans  in 
default  status. 
Reporting  authority 

The  House  amendment,  but  not  the 
Senate  bill,  allows  reporting  agencies  to 
report  material  on  GSLs  for  seven  years 
from  October  1.  1985,  if  the  Secretary  paid  a 
claim  prior  to  that  date  but  did  not  report  it 
to  a  consumer  reporting  agency. 

The  Senate  recedes. 
Fiscal  responsibility 

The  House  amendment,  but  not  the 
Senate  bill,  changes  "protecting  the  finan- 
cial interest  of  the  United  States"  to  "pro- 
tecting the  United  States  from  the  risk  of 
unreasonable  loss." 

The  Senate  recedes. 
Accounting  and  auditing  standards 

The  House  amendment,  but  not  the 
Senate  bill,  requires  accounts  to  be  main- 
tained in  accordance  with  generally  accept- 
ed accounting  principles  rather  than  proce- 
dures applicable  to  commercial  corporate 
transactions  as  provided  for  in  the  Govern- 
ment Corporation  Control  Act,  as  required 
by  current  law. 

The  Senate  recedes. 
Audits  of  program  participants 

The  House  amendment,  but  not  the 
Senate  bill,  allows  the  Comptroller  General 
and  the  Inspector  General  of  the  Depart- 
ment of  Education  to  conduct  financial 
audits  of  guaranty  agencies,  eligible  lenders, 
and  secondary  markets  and  direct  lenders. 

The  Senate  recedes. 
Civil  penalties 

The  House  amendment,  but  not  the 
Senate  bill,  increase  the  civil  penalty  from 
$15,000  to  $25,000. 

The  Senate  recedes. 
Limitation,  suspension,  and  termination 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  the  Secretary  to  limit,  sus- 
pend or  terminate  lenders  who  engage  in 
fraudulent  or  misleading  advertising  that 
have  led  to  making  loans  or  the  making  of 
loans  that  violate  the  certification  for  eligi- 
bility. 

The  House  recedes. 
Sale  of  defaulted  loans 

The  Senate  bill,  but  not  the  House  amend- 
ment, authorizes  the  Secretary  to  sell  de- 
faulted loans  (assigned  to  the  United 
States)  to  collection  agencies. 

The  House  recedes  with  an  amendment 
requiring  that  the  provision  only  apply  to 
loans  that  are  in  default  status  and  only  as 
a  last  recourse  after  all  other  collection  ef- 
forts have  failed  and  the  loan  has  been  in 
default  for  at  least  one  year.  Sale  of  the 
loans  is  not  limited  solely  to  collection  agen- 
cies. 
Institutional  lenders 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  section  433,  which  pro- 
vides the  terms  for  institutional  lenders  and 


includes  institutional  lenders  under  the  gen- 
eral requirements  for  all  lenders. 

The  Senate  recedes. 
Disclosure  of  loan  information 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  that  the  information  given 
the  student  borrower  include  a  statement  of 
the  total  cumulative  balance  owed,  the  pro- 
jected level  of  indebtedness  of  the  student 
(based  on  a  4-year  college  career),  and  an  es- 
timate of  the  projected  monthly  repayment. 

The  House  recedes  with  an  amendment 
clarifying  that  the  provision  only  applies  to 
those  loans  held  by  the  lender. 
Truth  in  lending 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  lenders  not  be 
subject  to  the  Truth  in  Lending  Act  with 
regard  to  guaranteed  student  loans. 

The  Senate  recedes. 

Separate  statement  of  rights  and  responsi- 
bilities 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  the  lender,  each  time  a  loan 
is  disbursed,  to  provide  the  borrower  with  a 
separate  paper  summarizing  his  rights  and 
responsibilities  including  a  statement  of 
consequences  of  default  and  a  statement 
that  defaults  will  be  reported  to  a  credit 
bureau. 

The  House  recedes  with  an  amendment 
requiring  that  the  statement  be  written  in 
plain  English  which  is  easily  understood. 
Use  of  salesmen 

The  House  amendment,  hut  not  the 
Senate  bill,  extends  the  prohibition  against 
the  use  of  commissioned  salesmen  to  pro- 
mote the  availability  of  loans  to  the  Supple- 
mental Loans  for  Students  and  Loans  to 
Parents  programs. 

The  Senate  recedes. 
Schools  outside  the  United  States 

Both  the  House  amendment  and  the 
Senate  bill  provide  that  witli  respect  to  eli- 
gible institutions  outside  the  United  States 
or  which  are  vocational  schools  approved  by 
the  Secretary  for  purposes  of  this  part  the 
Secretary  may  establish  criteria  by  regula- 
tion for  qualifying  such  institutions.  The 
House  amendment  further  provides  that  the 
criteria  in  the  case  of  a  graduate  medical 
school  outside  the  United  States  may  in- 
clude a  requirement  that  not  less  than  90% 
of  the  students  who  are  nationals  of  the 
United  States  enrolled  in  such  school  shall 
have  scored  in  the  top  one-quarter  on  an  ap- 
proved medical  college  admissions  examina- 
tion and  that  such  students  achieve  a  pass 
rate  of  not  less  than  50%  on  examinations 
administered  by  the  Educational  Commis- 
sion for  Foreign  Medical  Graduates.  The 
Senate  bill  mandates  that  criteria  for  medi- 
cal schools  outside  the  United  States  shall 
include  a  requirement,  that  at  least  75%  of 
its  students  are  nationals  of  the  country  in 
which  the  medical  school  is  located. 

The  House  recedes  with  an  amendment 
requiring  that  60%  of  the  students  t>e  na- 
tionals of  the  country  in  which  the  school  is 
located  and  that  45%  of  the  United  States 
students  shall  pass  the  foreign  medical 
graduates  examination  in  1987  and  that  50% 
must  pass  the  test  in  1988  and  in  subsequent 
years. 
Nursing  school  definitions 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  the  definitions  of  a  "col- 
legiate school  of  nursing,"  "associate  degree 
school  of  nursing,"  and  "accredited"  when 
applied  to  a  program  of  nurse  education  ref- 
erences to  them. 


The  Senate  recedes. 

Eligible  lender  definition 

The  Senate  bill,  but  not  the  House  amend- 
ment, includes  trust  companies  and  a  stock 
savings  bank  in  the  definition  of  an  eligible 
lender. 

The  House  recedes. 

Trust  company  exception 

The  Senate  bill,  but  not  the  House  amend- 
ment exempts  from  the  prohibition  against 
an  eligible  lender  having  as  its  primary  con- 
sumer credit  function  the  making  or  holding 
of  student  loans  a  trust  company  which 
makes  student  loans  as  a  trustee  pursuant 
to  an  express  trust. 

The  House  recedes  with  an  amendment 
limiting  the  exception  to  an  institution 
which  participated  in  the  program  prior  to 
January  1.  1981  and  exempting  single 
wholly  owned  subsidiaries  of  a  bank  holding 
company. 

The  amendment  reflects  the  Conferees' 
understanding  of  current  practice  as  it  ap- 
plies to  bank  holding  companies. 
Rural  rehabilitation  corporation 

The  House  amendment,  but  not  the 
Senate  bill,  includes  the  Rural  Rehabilita- 
tion Corporation  within  the  definition  of  an 
eligible  lender. 

The  Senate  recedes. 

Hearing  on  disqualification 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  an  eligible  lender 
may  only  be  disqualified  as  an  eligible 
lender  for  the  use  of  certain  incentives  if 
the  determination  by  the  Secretary  that 
such  incentives  have  been  offered  is  made 
after  notice  and  opportunity  for  a  hearing. 

The  Senate  recedes. 

Disqualification  for  false  advertising 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  for  the  disqualification  of  a 
lender  as  an  eligible  lender  if  the  lender  en- 
gages in  fraudulent  or  misleading  advertis- 
ing. 

The  House  recedes  with  an  amendment 
prohibiting  unsolicited  mailings  of  student 
loan  application  forms  to  students  unless 
the  students  have  previously  received  loans 
under  this  part  from  such  lender. 

The  Conferees  do  not  consider  advertising 
a  telephone  number  which  can  be  called  to 
request  additional  information  regarding 
eligibility  and  application  for  a  GSL  fraudu- 
lent or  misleading. 

Lender  reports 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  each  eligible  lender  to  report 
annually  to  the  Secretary  concerning  the 
amount  of  special  allowance  received.  The 
Secretary  may  make  only  aggregate  data 
available. 

The  House  recedes  with  an  amendment 
requiring  the  Comptroller  General  and  the 
Inspector  General,  at  the  request  of  the 
House  or  Senate  Committees,  to  determine 
from  a  representative  sample  of  eligible 
lenders,  with  respect  to  the  payment  of  the 
special  alllowance  under  section  438.  the 
profitability  of  the  program  to  lenders. 

Temporary  total  disability 

(a)  The  House  amendment,  but  not  the 
Senate  bill,  provides  a  definition  of  tempo- 
rary total  disability  with  respect  to  the  dis- 
abled child  of  a  single  parent  borrower. 

The  Senate  recedes  with  an  amendment 
changing  "child"  to  "dependent". 

(b)  The  House  amendment,  but  not  the 
Senate  bill,  provides  that  determinations  of 
temporary    total    disability   will    be   estab- 
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lished  by  a  sworn  affidavit  of  a  qualified 
physician. 

The  Senate  recedes. 
Parental/maternal  leave 

The    House    amendment,    but    not    the 
Senate  bill,  provides  for  a  definition  of  the 
term  "parental  leave." 
The  Senate  recedes. 
Holder  definition 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  a  definition  of  the 
term  "holder." 

The  Senate  recedes. 
Insurance  beneficiary  definition 

The    House    amendment,    but    not    the 
Senate  bill,  transfers  the  definition  of  the 
term  "insurance  beneficiary"  to  section  435 
from  section  430(e)(2). 
The  Senate  recedes. 
Default  definition 

The  House  amendment,  but  not  the 
Senate  bill,  transfers  the  definition  of  the 
term  "default"  to  section  435  from  section 
430(e)(2). 

The  Senate  recedes. 
Special  allowance 

The  Senate  bill,  but  not  the  House  amend- 
ment, reduces  the  special  allowance  from  3.5 
percent  above  the  91-day  T-bill  rate  to  3.00. 
except  for  holders  of  loans  from  tax  exempt 
obligations,  which  would  continue  to  receive 
one-half  the  3.5  percent  special  allowance 
rate. 

The  House  recedes  with  an  amendment 
naking  the  rate  3.25  percent  above  the  91- 
day  T-bill.  and  allowing  special  allowances 
for  the  Siate  of  Maine  Secondary  market 
and  the  State  of  South  Carolina  Direct 
Lender  which  are  related  to  their  1984  and 
1985  taxable  issues,  respectively,  to  be  3.5% 
above  tho  91 -day  T-bill. 
Prompt  payment 

The  House  amendment,  hut  not  the 
Senate  bill,  requires  the  special  allowance  to 
be  paid  promptly. 

The  Senate  recedes. 
Origination  fees 

The  House  amendment,  but  not  the 
Senate  bill,  prohibits  the  Secretary  from  re- 
quiring the  payment  of  origination  fees  on 
loans  which  do  not  receive  special  allowance 
payments. 

The  Senate  recedes. 
Plan  for  doing  business 

The  Senate  bill  repeals  the  plan  for  doing 
business  for  entities  using  tax  exempt  fi- 
nancing, while  the  House  amendment  gives 
governors  of  states  the  authority  to  approve 
or  disapprove  the  plan  for  doing  business. 
The  House  amendment  requires  the  gover- 
nors to  approve  or  disapprove  plans  within 
30  days  and  to  submit  plans  to  the  Secretary 
within  60  days. 

The  Senate  recedes  with  an  amendment 
striking  subparagraph  (G). 

The  Conferees  intend  that  all  loans  made 
or  purchased  by  the  holder  with  the  pro- 
ceeds of  tax-exempt  obligations  governed  by 
a  plan  for  doing  business  that  has  been  ap- 
proved by  the  Secretary  under  prior  law  will 
continue  to  receive  the  special  allowance 
payments  specified  in  Section  438  of  the  Act 
with  no  need  for  further  approval.  All  loans 
made  or  purchased  by  the  holder  with  the 
proceeds  of  tax-exempt  obligations  issued 
prior  to  enactment  of  this  legislation  with 
respect  to  when  the  Secretary's  approval  of 
a  plan  was  not  received  will  then  be  eligible 
for  special  allowance  payments  from  the 
date  of  approval  of  a  Plan  submitted  to  the 


Governor  of  the  State  in  accordance  with 
subsection  438(d)  of  the  Act.  However,  such 
approval  date  may  not  be  prior  to  the  date 
of  enactment  of  this  Act. 
Report  to  Congress 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  Secretary  to  report 
to  the  authorizing  committees  at  the  end  of 
each  fiscal  year  regarding: 

(a)  the  amount  of  student  loan  capital 
provided  through  tax-exempt  financing: 

(b)  its  impact  on  availability  of  student 
credit,  and  an  assessment  of  the  need  for  ad- 
ditional tax-exempt  financing; 

(c)  any  other  relevant  information.  The 
Senate  recedes. 

General  authority  of  Sallie  Mae 

The  Senate  bill  but  not  the  House  amend- 
ment: 

(a)  requires  the  Association  to  provide  sec- 
ondary market  and  other  support  and  not  to 
replace  or  compete  with  such  other  pro- 
grams; 

(b)  prohibits  the  Association  from  pur- 
chasing or  in  any  way  controlling  a  bank  or 
savings  and  loan  association; 

(c)  requires  the  Association  to  report  to 
the  Congre.ss  not  later  than  30  days  prior  to 
implementing  any  new  programs  under  the 
general  authority  of  the  Board  of  Directors. 

The  House  recedes.  It  is  the  intention  of 
the  Conferees  that  the  Congress  need  only 
be  advised  of  new  programs  to  be  offered 
under  the  authority  found  in  section 
439(d)(1)(D),  not  each  individual  proposed 
transaction  which  may  be  undertaken  after 
a  program  is  put  in  place  under  the  author- 
ity. The  Conferees  do  intend  that  in  carry- 
ing out  its  activities  under  section 
439(d)(1)(D),  Sallie  Mae  shall  be  mindful  of 
the  need  to  support  lending  programs  of- 
fered by  others.  Sallie  Mae's  objective 
should  not  be  simply  to  substitute  its  pro- 
grams for  effective  programs  develor»ed  by 
others.  Instead.  Sallie  Mae  should  identify 
education  credit  needs  that  have  not  been 
fully  met  by  others,  and  design  programs  to 
meet  those  needs. 
Construction  obligations 

The  Senate  bill  and  the  House  amend- 
ment both  give  Sallie  Mae  the  authority  to 
deal  in  obligations  for  the  construction  of 
academic  facilities.  But  the  Senate  bill 
limits  that  authority  to  providing  services 
only  to  those  institutions  who  have  difficul- 
ty in  acquiring  other  funding. 

The  House  records  with  an  amendment 
targeting  75%  of  the  lending  volume  on  non- 
investment  grade  institutions  and  25%  on 
rated  institutions. 
Tajc  treatment  of  interest 

The  House  amendment,  but  not  the 
Senate  bill,  exempts  the  interest  on  obliga- 
tions from  being  deemed  to  be  interest  on 
indebtedness  incurred,  to  the  extent  that 
the  average  outstanding  amount  of  the  obli- 
gations owned  by  Sallie  Mae  and  exempt 
from  taxation  does  not  exceed  the  average 
stockholders  equity  of  the  association. 

The  Senate  recedes. 
Bankruptcy  priority 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  the  1990  expiration  date 
for  the  bankruptcy  priority. 

The  Senate  recedes  with  an  amendment 
establishing  the  expiration  date  as  1992. 
Federal  Reserve  banks 

The  House  amendment,  but  not  the 
Senate  bill,  allows  the  Federal  Reser\'e 
Banks  to  act  as  depositories,  custodians  or 
fiscal  agents  for  the  Association. 


The  Senate  recedes. 
Book-entry  system 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  the  Secretary  of  the 
Treasury  to  promulgate  regulations  to  allow 
the  Association  to  use  the  book-entry 
system  of  the  Federal  Reserve  Banks. 

The  Senate  recedes. 

Regulations 

(a)  The  House  amendment,  but  not  the 
Senate  bill,  makes  the  changes  made  by  law 
effective  without  regard  to  whether  they 
are  reflected  in  regulations  prescribed  by 
the  Secretary. 

The  Senate  recedes. 

(b)  The  House  amendment,  but  not  the 
Senate  bill,  provides  that  no  change  in  any 
regulation  that  is  prescribed  on  or  after  Oc- 
tober 1,  1985,  shall  be  effective  unless  ap- 
proved by  a  joint  resolution  of  the  Congress. 

The  House  recedes. 

Bankruptcy  provision 

The  Senate  bill,  but  not  the  House  amend- 
ment, strengthens  the  provision  for  recov- 
ery of  defaulted  student  loans  under  chap- 
ter 13  of  the  Bankruptcy  Act. 

The  Senate  recedes. 

COLLEGE  WORK  STUDY 

Purpose 

The  House  amendment,  but  not  the 
Senate  bill,  includes  graduate  and  profes- 
sional students  in  the  statement  of  purpose. 
The  Senate  recedes. 
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Allocation  formula 

Both  the  Senate  bill  and  the  House 
amendment  create  new  allocation  formulas 
which  eliminate  the  state  allotment  formu- 
las in  current  law.  The  formula  in  the 
House  amendment  provides  that  amounts  in 
excess  of  a  hold  harmless  based  on  the  fiscal 
year  1979  appropriation  and  an  allocation  to 
new  institutions  participating  in  the  pro- 
gram will  be  provided  to  institutions  based 
on  financial  need  of  their  undergraduate 
students.  The  formula  in  the  Senate  bill 
provides  that  amounts  in  excess  of  a  hold 
harmless  based  on  the  fiscal  year  1985  ap- 
propriation will  be  provided  to  institutions 
based  on  their  enrollments  of  students  eligi- 
ble to  participate  in  the  program.  The 
Senate  recedes  with  an  amendment  provid- 
ing that  institutions  will  be  held  harmless  at 
their  allotment  based  on  the  fiscal  year  1985 
appropriation  or  a  prorata  share  thereof  in 
the  event  of  insufficient  appropriations; 
that  institutions  participating  in  the  pro- 
gram for  the  first  or  second  time  will  receive 
an  allocation  based  on  the  allocation  re- 
ceived by  comparable  institutions;  that  25% 
of  any  additional  funds  will  be  allocated  to 
all  institutions  as  an  equal  percentage  in- 
crease; and  that  the  remaining  75%  of  any 
additional  funds  will  be  allocated  to  institu- 
tions based  on  the  financial  need  of  their 
undergraduate  students. 
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Institutional  share 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  the  institutional  share 
of  wages  paid  to  students  In  the  Community 
Service  Learning  program  will  be  not  less 
than  10%.  The  House  recedes. 
Lesslhan-half-time  students 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  if  the  need  of  less- 
than-half-time  students  is  included  in  the 
calculation  of  an  institution's  need  for  CWS 
funds,  a  "reasonable  proportion"  of  the 
funds  will  be  provided  to  these  students. 
The  Senate  recedes. 
Continued  employment 

The  House  amendment,  but  not  the 
Senate  bill,  rewrites  the  provision  of  current 
law  governing  the  continued  employment  of 
students  who  have  earned  in  excess  of  $200 
more  than  their  CWS  eligibility  to  permit 
such  students  to  continue  to  be  employed  in 
non-CWS  jobs.  The  Senate  recedes. 
Maintenance  of  effort  and  institutional 
share 

The  House  amendment,  but  not  the 
Senate  bill,  deletes  the  maintenance  of 
effort  requirement  and  increases  the  institu- 
tional share  of  CWS  compensation  provided 
to  students  from  at  least  20%  currently  to  at 
least  25%  for  academic  year  1989-90  and  to 
at  least  30%  for  the  academic  year  1990-91 
and  succeeding  academic  years.  The  Senate 
recedes. 
Community  service  learning  jobs 

The  Senate  bill,  but  not  the  House  amend- 
ment, permits  institutions  to  use  up  to  10% 
of  their  CWS  funds  for  Community  Service 
Learning  jobs.  The  House  recedes. 
Proprietary  school  students 

Both  the  House  amendment  and  the 
Senate  bill  provide  that  students  attending 
proprietary  institutions  may  be  employed  in 
work-study  jobs  at  the  institution  and  also 
require  that  such  employment  be  in  jobs  re- 
lateil  to  providing  student  services  as  deter- 
mined by  the  Secretary  by  regulation.  The 
Senate  bill  also  provides  that  such  employ- 
ment on-campus  be  related  to  the  extent 
practicable  to  the  students'  educational  ob- 
jectives and  not  be  in  a  position  that  would 
involve  the  solicitation  of  other  potential 
students  to  enroll  in  the  school.  The  House 
recedes  with  an  amendment  providing  that 
the  employment  "to  the  maximum  extent 
practicable,  complement  and  reinforce  the 
educational  programs  or  vocational  goals  of 
such  students."  The  managers  wish  to  make 
it  clear  that  students  attending  both  propri- 
etary institutions  and  non-profit  institu- 
tions may  continue  to  be  employed  under 
the  CWS  program  in  jobs  at  off-campus 
non-profit  institutions. 
Private  sector  employment 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  FYivate  Sector  Employ- 
ment Agreements  shall  provide  that  the 
work-study  jobs  will  be  academically  rele- 
vant and  that  the  for-profit  organization 
will  not  use  CWS  funds  to  pay  any  employ- 
ee who  would  otherwise  be  employed  by  the 
organization.  The  House  recedes. 
Reallocation 

The  Senate  bill,  but  not  the  House  amend- 
ment, deletes  the  requirement  that  funds 
that  institutions  are  unable  to  use  will  be  re- 
allocated to  institutions  in  the  same  State. 
The  House  recedes. 
Job  location 

The    House    amendment,    but    not    the 
Senate  bill,  increases  from  10%  or  $25,000, 


whichever  is  less,  to  20%  or  $50,000.  which- 
ever is  less,  the  amount  of  an  institution's 
CWS  funds  that  may  be  used  for  the  exist- 
ing Job  Location  and  Development  program. 
The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  up  to  10%  or  $20,000  of 
an  institution  s  CWS  funds  may  be  used  for 
Community  Services  Job  Location.  The 
House  recedes  with  an  amendment  provid- 
ing that  an  institution  may  use  up  to  10%  or 
$30,000.  whichever  is  less,  of  its  CWS  funds 
for  the  existing  Job  Location  and  Develop- 
ment program  and  that  it  may  use  up  to 
10%  or  $20,000.  whichever  is  less,  for  Com- 
munity Services  Job  Location. 
Consultation 

The  Senate  bill,  but  not  the  House  amend- 
ment, specifies  that  a  Community  Services 
Job  Location  program  will  be  developed 
through  formal  or  informal  consultation 
with  local  nonprofit,  governmental,  educa- 
tional and  community-based  organizations. 
The  House  recedes. 
Contracts 

The  House  amendment,  but  not  the 
Senate  bill,  permits  educational  institutions 
to  conduct  their  Job  Location  and  Develop- 
ment program  through  a  contract  with  a 
nonprofit  organization.  The  House  recedes. 
Eligibility 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  that  jobs  developed  through 
the  Job  Location  Development  Program  go 
to  students  eligible  to  receive  CWS.  The 
Senate  recedes  with  an  amendment  provid- 
ing that  CWS  recipients  will  receive  a  pref- 
erence for  the  jobs  developed  by  the  pro- 
gram. 
Education  programs 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  that  jobs  located  through 
the  Job  Location  and  Development  program 
to  the  maximum  extent  practicable  comple- 
ment and  reinforce  the  educational  pro- 
grams or  vocational  goals  of  the  students 
who  hold  such  jobs.  The  House  recedes. 
Payment  of  wages 

The  Senate  bill,  but  not  the  House  amend- 
ment, permits  funds  available  for  the  Com- 
munity Services  Job  Location  program  to  be 
used  to  pay  the  wages  of  students  at  an  in- 
stitution of  higher  education  if  the  jobs 
relate  to  the  purposes  of  the  program.  The 
House  recedes. 
Community  service  jobs 

The  Senate  bill,  but  not  the  House  amend- 
ment, permits  unused  Job  Location  and  De- 
velopment program  funds  to  be  used  to  pay 
the  wages  of  students  engaged  in  communi- 
ty services  work  learning  jobs.  The  Senate 
recedes. 
Definition 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  a  definition  of  "community 
services"  for  purposes  of  the  Community 
Services  Job  Location  program.  The  House 
recedes. 
Literacy  priority 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  the  Secretary  will  give 
priority  consideration  to  applications  for 
Job  Location  and  Development  programs 
which  propose  community  service  projects 
involving  literacy  training  and  education. 
The  Senate  recedes. 
Education  programs 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  jobs  provided  to  stu- 
dents under  the  Work  Study  for  Communi- 
ty   Service    Learning   on    Behalf   of   Low- 


Income  Individuals  and  Families  program  to 
the  maximum  extent  practicable  comple- 
ment and  reinforce  the  educational  or  voca- 
tional programs  or  goals  of  such  students. 
The  House  recedes. 
Definition 

The  Senate  bill,  but  not  the  House  amend- 
ment, modifies  the  definition  of  "communi- 
ty services "  to  include  services  identified 
through  formal  or  informal  consultation 
with  local  nonprofit,  governmental  and  com- 
munity-based organizations.  The  House  re- 
cedes. 

Definition 

The  Senate  bill,  but  not  the  House  amend- 
ment, deletes  from  the  definition  of  "com- 
munity services"  direct  service,  planning  or 
applied  research  activities.  The  House  re- 
cedes. 

Definition 

The  Senate  bill,  but  not  the  House  amend- 
ment, eliminates  from  the  fields  that  might 
be  included  in  '  community  services":  wel- 
fare, social  services,  public  safety,  crime  pre- 
vention and  control  and  recreation  and  adds 
to  these  fields  child  care,  literacy  training 
and  education  (including  tutorial  services). 
The  House  recedes  with  an  amendment  re- 
taining the  fields  included  in  current  law 
and  adding  the  new  fields  contained  in  the 
Senate  bill. 

Program  development 

The  Senate  bill,  but  not  the  House  amend- 
ment, permits  funds  to  be  used  for  the  de- 
velopment of  programs.  The  House  recedes. 

INCOME  CONTINGENT  DIRECT  LOAN 
DEMONSTRATION  PROJECT 

The  Senate  bill,  but  not  the  House  amend- 
ment, establishes  a  pilot  project  to  examine 
the  feasibility  of  a  direct  loan  program 
which  uses  the  income  contingent  repay- 
ment method  to  increase  the  economic  and 
full  use  of  direct  student  loan  funds.  There 
are  $5  million  authorized  for  FY  1987  and 
for  each  of  the  four  succeeding  fiscal  years. 
The  Secretary  may  enter  into  agreements 
with  not  more  than  10  institutions  to  carry 
out  the  project.  The  House  recedes  with  an 
amendment  providing  for  a  "such  sums"  au- 
thorization in  the  fiscal  years  after  1987  and 
for  increasing  the  flexibility  of  the  Secre- 
tary with  respect  to  the  measure  of  the  bor- 
rower's income  and  the  payment  plan. 

PERKINS  LOANS 

Perkins  loans 

The  House  amendment,  but  not  the 
Senate  bill,  renames  the  National  Direct 
Student  Loan  program  "Perkins  Loans." 
The  Senate  recedes. 
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Allocation  formula 

Both  the  Senate  bill  and  the  House 
amendment  create  new  allocation  formulas 
which  eliminate  the  state  allotment  formu- 
las in  current  law.  The  formula  in  the 
House  amendment  provides  that  amounts  in 
excess  of  a  hold  harmless  based  on  the  FY 
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1979  appropriation  and  an  allocation  to  new- 
institutions  participating  in  the  program 
will  l)e  provided  to  institutions  based  on  fi- 
nancial need  of  their  undergraduate  stu- 
dents. The  formula  in  the  Senate  bill  pro- 
vides that  amounts  in  excess  of  a  hold 
harmless  based  on  FY  1985  appropriation 
will  be  provided  to  institutions  based  on 
their  enrollments  of  students  eligible  to  par- 
ticipate in  the  program.  The  Senate  recedes 
with  an  amendment  providing  that  institu- 
tions will  be  held  harmless  at  their  allot- 
ment based  on  the  FY  1985  appropriation  or 
a  prorata  share  thereof  in  the  event  of  in- 
sufficient appropriations:  that  institutions 
participating  in  the  program  for  the  first  or 
second  time  will  receive  an  allocation  based 
on  the  allocation  received  by  comparable  in- 
stitutions: that  25%  of  any  additional  funds 
will  be  allocated  to  all  institutions  as  an 
equal  percentage  increase:  and  that  the  re- 
maining 75%  of  any  additional  funds  will  be 
allocated  to  institutions  based  on  the  finan- 
cial need  of  their  undergraduate  students. 
The  substitute  formula  also  provides  for  the 
reduction  or  elimination  of  new  capital  con- 
tributions to  an  institution  depending  on  its 
default  rate. 
Definitions 

The  House  bill,  but  not  the  Senate  amend- 
ment provides  definitions  of  the  terms    an- 
ticipated collections"   and  'cash-on-hand". 
The  Senate  recedes. 
Definition  of  default  rate 

The    House    amendment,    but    not    the 
Senate  bill,  provides  a  definition  of  the  de- 
fault rate  for  use  in  the  allocation  formula. 
The  Senate  recedes. 
Default  penalty 

The  House  amendment  provides  that  in- 
stitutions with  a  default  rate  in  excess  of 
25%  will  receive  no  new  Federal  capital  con- 
tributions and  that  institutions  with  default 
rates  between  10%  and  25%  will  have  their 
Federal  capital  contributions  reduced 
through  the  allocation  formula.  The  Senate 
bill  provides  that  for  the  1987-88  award  year 
institutions  with  a  default  rate  in  excess  of 
20%  will  receive  no  new  Federal  capital  con- 
tributions and  that  institutions  with  default 
rates  between  7.5%  and  20%  will  have  their 
Federal  capital  contributions  reduced  in  ac- 
cordance with  regulations  of  the  Secretary. 
The  Senate  bill  further  provides  that  for 
the  1988-89  and  other  subsequent  award 
years  institutions  with  a  default  rale  in 
excess  of  15%  will  receive  no  new  Federal 
capital  contributions  and  that  institutions 
with  default  rates  between  5%  and  15%  will 
have  their  Federal  capital  contributions  re- 
duced in  accordance  with  regulations  of  the 
Secretary.  The  House  recedes  with  an 
amendment  providing  that  the  default  pen- 
alty will  be  implemented  through  the  allo- 
cation formula  rather  than  in  accordance 
with  regulations  of  the  Secretary  and  that 
in  the  1991-92  award  year,  and  other  subse- 
quent award  years,  institutions  with  a  de- 
fault rate  in  excess  of  15%  will  receive  no 
new  Federal  capital  contributions  and  that 
institutions  with  default  rates  between  7.5% 
and  15%  will  have  their  Federal  capital  con- 
tributions reduced. 
Filing  deadlines 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  the  Secretary 
shall,  from  time  to  time,  set  dates  before 
which  institutions  must  file  applications  for 
allocations  under  this  part.  The  Senate  re- 
cedes. It  is  the  intention  of  the  conferees 
that  the  Secretary  implement  the  NDSL  re- 
ferral and  assignment   programs   provided 


for  pursuant  to  section  463(a)(5)(B)(i>  as 
soon  as  practicable  following  the  dale  of  en- 
actment of  this  act. 

Need  required 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  institutions  will  make 
loans    first    to    students    with    exceptional 
need.  The  House  recedes. 
Fiscal  responsibility 

The  House  amendment,  but  not  the 
Senate  bill,  changes  "necessary  to  protect 
the  financial  interest  of  the  United  States" 
to  necessary  to  protect  the  United  States 
from  unreasonable  risk  of  loss."  The  Senate 
recedes. 
Penalty  description 

The    House    amendment,    but    not    the 
Senate  bill,  requires  a  description  of  penal- 
ties imposed  for  defaulters.  The  Senate  re- 
cedes. 
Loan  information 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  loan  information  pro- 
vided to  students  by  institutions  will  include 
a  statement  of  the  total  cumulative  balance 
owed  by  the  student,  the  projected  level  of 
indebtedness  of  the  student  based  on  a  two- 
or  four-year  college  career  and  an  estimate 
of  the  projected  monthly  repayment  given 
the  anticipated  level  of  the  student's  indebt- 
edness over  a  two-,  four-  or  five-year  college 
career.  The  House  recedes  with  an  amend- 
ment conforming  this  information  require- 
ment to  the  comparable  provision  in  the 
Guaranteed  Student  Loan  program. 

Loan  limits 

The  House  amendment  increases  the  cu- 
mulative loan  limits  from  $3,000  to  $5,000 
for  students  in  their  first  two  years  of  un- 
dergraduate study.  The  Senate  bill  increases 
this  limit  from  $3,000  to  $4,000.  The  House 
amendment  increases  from  $6,000  to  $10,000 
the  cumulative  loan  limit  for  undergradu- 
ates who  hav?  completed  two  years  of  study. 
The  Senate  bill  increases  this  cumulative 
limit  from  $6,000  to  $8,000.  The  House 
amendment  increases  from  $12,000  to 
$20,000  the  cumulative  amount  that  may  be 
borrowed  by  a  graduate  student  (including 
loans  received  as  an  undergraduate).  The 
Senate  bill  increases  this  cumulative  limit 
from  $12,000  to  $16,000.  The  House  recedes 
with  an  amendment  changing  the  three  cu- 
mulative limits  to  $4,500.  $9,000  and  $18,000 
respectively. 
Less- than-half- time  students 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  if  the  need  of  less- 
than-half-time  students  is  included  in  the 
calculation  of  institution  need  for  funds 
that  these  students  are  provided  with  a 
■reasonable  proportion"  of  such  funds.  The 
Senate  recedes. 

Grace  period 

The    House    amendment,    but    not    the 
Senate  bill,  increases  the  grace  period  from 
6  to  9  months.  The  Senate  recedes. 
Rounding 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  the  amount  of  repay- 
ment may  be  rounded  to  the  nearest  $5.  The 
House  recedes. 
Deferment  for  NOAA 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  a  3  year  deferment 
of  repayment  while  the  borrower  is  an 
active  duty  member  of  the  National  Oceanic 
and  Atmospheric  Administration  Corps.  The 
Senate  recedes. 


Teacher  deferment 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  a  3  year  repayment 
deferment  while  the  borrower  is  a  full-time 
teacher  in  a  public  or  private  elementary  or 
secondary  school.  The  House  recedes. 

Maternal/parental  leave 

The  Senate  bill  provides  for  a  6  month  re- 
payment deferment  for  maternity  leave. 
The  House  bill  provides  for  a  6  month  re- 
payment for  parental  leave.  The  Senate  re- 
cedes. 

Deferment  for  mothers 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  for  a  12  month  deferment 
for  a  mother  with  preschool  age  children 
who  is  just  entering  or  reentering  the  work- 
force and  who  is  paid  not  more  than  the 
minimum  wage.  The  House  recedes  with  an 
amendment  specifying  that  the  wage  may 
not  be  more  than  the  minimum  wage  plus 
$1  per  hour. 

Cancellations 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  for  loan  cancellation  for 
service  as  a  Peace  Corps  or  Vista  volunteer 
at  a  rate  of  15%  per  year  for  the  first  two 
years  and  20%  per  year  for  the  third  and 
fourth  years  of  such  service  for  any  period 
of  enrollment  beginning  on  or  after  July  1. 
1986.  The  House  recedes. 

Repealer 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  the  alternative  funding 
mechanism  and  makes  appropriate  conform- 
ing amendments.  The  Senate  recedes. 

Repealer 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  the  provisions  relating 
to  recapture  of  current  balance  of  the  stu- 
dent loan  funds  and  makes  appropriate  con- 
forming amendments.  The  Senate  recedes. 

NEEDS  ANALYSIS 

Uniform  methodology 

The  House  amendment  provides  for  a 
single  legislated  needs  analysis  methodolgy 
which  applies  to  all  of  the  Title  IV  financial 
assistance  programs  (except  the  State  Stu- 
dent Incentive  Grant  program  and  Federal 
Merit  Scholarships).  The  single  methodolo- 
gy in  the  House  bill  generally  follows  the 
Uniform  Methodology  which  is  currently 
used  to  determine  expected  family  contribu- 
tion for  the  campus-based  financial  aid  pro- 
grams and  in  some  cases  the  Guaranteed 
Student  Loan  program.  The  Senate  bill  in- 
cludes an  outline  of  the  policies  and  basic 
criteria  to  be  used  in  needs  analysis  for  the 
campus-based  programs  and  the  Guaran- 
teed Student  Loan  program.  The  Senate  re- 
cedes to  the  needs  analysis  as  provided  in 
the  House  amendment  with  an  amendment 
limiting  it  to  the  campus-based  programs 
and  the  Guaranteed  Student  Loan  program, 
using  current  year  income  in  the  case  of  a 
dislocated  worker  and  specifying  that  the 
cost  of  receiving  equipment  for  those  receiv- 
ing instruction  through  telecommunications 
will  not  be  considered  as  part  of  the  costs 
for  books  and  supplies  in  determining  cost 
of  attendance.  The  conferees  note  that  in 
those  cases  in  which  a  Federal  rental  subsi- 
dy or  other  housing  assistance  payment  is 
included  as  untaxed  income  in  a  student's 
expected  contribution,  the  student's  room 
allowance  in  the  cost-of-attendance  formula 
should  be  set  equal  to  his  or  her  actual  rent, 
including  the  amount  of  the  subsidy. 
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Independent  Student  Definition 

The  Senate  bill  provides  that  a  student 
will  be  considered  an  independent  student  if 
the  student  did  not  have  more  than  6  weeks 
at  home  with  the  student's  parents,  did  not 
receive  more  than  $750  from  the  students 
parents  and  was  not  claimed  as  a  dependent 
for  Federal  income  tax  purposes  by  the  par- 
ents. If  the  student  is  less  than  23  years  of 
age.  he  or  she  must  meet  these  Senate  crite- 
ria for  the  first  calendar  year  of  award  year 
and  the  two  preceding  calendar  years.  The 
Senate  bill  provides  that  married  students 
and  unmarried  students  with  minor  depend- 
ents will  only  be  considered  independent  if 
they  meet  the  Senate  criteria  for  the  first 
calendar  year  of  the  award  year  and  the 
preceding  calendar  year.  The  Senate  bill 
also  provides  that  a  student  will  only  be 
considered  independent  if  in  addition  to 
meeting  the  Senate  criteria  for  the  applica- 
ble period  of  time  the  student  demonstrates 
to  the  satisfaction  of  the  institution,  in  ac- 
cordance with  guidelines  by  the  Secretary, 
how,  for  the  years  prescribed,  such  student 
was  self-supporting.  The  House  amendment 
provides  that  a  student  will  be  considered 
an  independent  student  if  the  student  is  an 
orphan,  ward  of  the  court,  married,  not 
married,  but  has  legal  dependents,  a  veter- 
an, 23  years  of  age  or  older  in  July  of  the 
award  year,  a  graduate  of  professional  stu- 
dent, a  student  with  unusual  circumstances 
as  determined  by  the  student  financial  aid 
administrator  or  a  student  who  demon- 
strates to  the  financial  aid  administrator 
self-sufficiency  during  the  two-year  period 
preceding  July  1  of  the  award  year  and  if 
treated  as  an  independent  student  during 
the  preceding  calendar  year,  was  not 
claimed  as  a  dependent  by  any  other  person 
for  such  preceding  calendar  year.  The 
Senate  recedes  with  an  amendment  substi- 
tuting the  age  24,  requiring  in  the  case  of 
married  students  and  graduate  or  profes- 
sional students  that  there  be  an  affirmative 
finding  of  independence  by  the  student  fi- 
nancial aid  administrator  based  on  docu- 
mentation, before  actual  disbursement  of 
awards,  and  modifying  the  criteria  based  on 
self-sufficiency  to  require  that  the  person 
not  have  been  claimed  as  a  dependent  for 
tax  purposes  for  the  two  years  prior  to  the 
award  year  and  to  require  evidence  of  an 
annual  income  of  at  least  $4,000  for  single 
persons.  The  conferees  note  that  in  the  situ- 
ation where  a  student  is  denied  independent 
student  status  solely  as  a  result  of  being 
claimed  as  a  dependent  for  tax  purposes  by 
a  spouse,  the  income  of  that  spouse,  and  not 
the  income  of  the  student's  parents  shall  be 
used  to  determine  the  eligibility  of  the  stu- 
dent in  question. 
Aid  administrator  discretion 

The  House  amendment  and  the  Senate 
bill  permit  financial  aid  administrators  to 
exercise  discretion  to  make  adjustments  to 
cost  of  attendance  and  expected  family  con- 
tribution computations  for  students,  howev- 
er, the  Senate  bill  limits  the  exercise  of 
such  discretion  to  individual  students,  while 
the  House  amendment  permits  it  to  be  exer- 
cised for  groups  of  students.  The  House  re- 
cedes. The  conference  substitute  allows  the 
student  financial  aid  administrators  to  make 
necessary  adjustments  to  the  need  analysis 
computations  based  on  additional  knowl- 
edge about  the  financial  status  of  students 
which  they  might  have.  This  includes  not 
only  allowing  a  more  liberal  financial  aid 
package  for  some  students,  but  also  the  abil- 
ity to  restrict  aid  for  students  who  have  ad- 
ditional sources  of  support  not  apparent  in 
the  analysis.  For  example,  if  an  aid  officer 


was  aware  that  a  graduate  or  professional 
student  was  receiving  support  from  his  or 
her  family,  even  though  technically  such 
student  is  considered  independent,  it  is  the 
intention  of  the  conferees  that  the  adminis- 
trator would  have  the  ability  to  reduce  the 
student  eligibility  for  Federal  assistance  ac- 
cordingly. The  conferees  are  particularly 
concerned  that  students  from  high  income 
families,  who  are  enrolled  in  high  cost  pro- 
grams and  who  would  otherwise  be  consid- 
ered independent  of  their  parents,  be  care- 
fully evaluated  to  determine  if  a  parental 
contribution  is  warranted. 

Aid  administrator  discretion 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  that  for  the  purpose  of  exer- 
cising discretion  in  making  necessary  adjust- 
ments to  the  cost  of  attendance  and  expect- 
ed family  contribution  computations  finan- 
cial aid  administrators  must  maintain  ade- 
quate documentation  of  adjustments.  The 
House  recedes  with  an  amendment  clarify- 
ing that  this  provision  also  applies  to  adjust- 
ments in  the  certification  of  need  for  a 
Guaranteed  Student  Loan. 

Submission  of  schedule 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  the  schedule  of  expect- 
ed family  contributions  for  campus-based 
programs  and  the  Guaranteed  Student  Loan 
program  must  be  submitted  to  the  Congress 
by  March  1  of  the  year  for  which  the  sched- 
ule is  applicable.  Before  such  schedule  shall 
become  effective  a  joint  resolution  approv- 
ing or  modifying  the  proposed  schedule 
must  be  adopted.  If  such  a  joint  resolution 
has  not  been  enacted  by  September  1.  the 
Secretary  shall  publish  by  September  15  a 
schedule  which  updates  the  schedule  of  the 
previous  year  and  the  Secretary  shall  also 
publish  a  schedule  which  updates  the  Pell 
Grant  schedule  of  the  previous  year.  The 
House  recedes  with  an  amendment  provid- 
ing that  a  resolution  of  approval  is  required 
for  the  implementation  of  any  proposed 
modifications  or  updates  to  both  the  Pell 
Grant  needs  analysis  and  the  needs  analysis 
for  the  campus-based  and  Guaranteed  Stu- 
dent Loan  programs.  In  the  absence  of  the 
adoption  of  a  resolution  of  approval  within 
the  time  frame  specified,  both  needs  analy- 
ses will  be  automatically  updated  annually 
according  to  criteria  and  formulas  specified 
in  the  law.  The  Master  Calendar  is  modified 
to  require  that  by  March  1  any  proposed 
modifications  or  updates  to  the  needs  analy- 
ses will  be  published  in  the  Federal  Regis- 
ter, by  May  1  the  Congress  must  adopt  a 
joint  resolution  of  approval  in  order  for  the 
proposed  modifications  or  updates  to 
become  effective  and  by  June  1  the  Secre- 
tary must  publish  updated  versions  of  the 
needs  analyses  according  to  the  criteria  and 
formulas  specified  in  the  law,  including  any 
necessary  clarifying  information,  in  the  ab- 
sence of  enactment  of  the  joint  resolution 
of  approval  or  if  a  resolution  of  approval 
has  been  adopted  with  or  without  modifica- 
tions. 

Simplified  needs  test 

The  Senate  bill,  but  not  the  House  amend- 
ment, authorizes  the  Secretary  to  use  a  sim- 
plified needs  test  for  very  low-income  fami- 
lies. The  House  recedes  with  an  amendment 
requiring  the  Secretary  to  submit  a  simpli- 
fied needs  test  for  very  low-income  families 
to  the  Congress  subject  to  approval  by  a 
joint  resolution.  The  Secretary  is  encour- 
aged by  the  conferees  to  develop  a  simpli- 
fied needs  analysis  form  for  such  families. 


Advisory  committee 

Both  the  House  amendment  and  the 
Senate  bill  provide  for  the  creation  of  an  ad- 
visory committee  on  student  financial  assist- 
ance. The  House  bill  provides  for  a  free- 
standing committee  while  the  Senate  estab- 
lishes the  committee  in  the  Department  of 
Education.  The  House  committee  reports 
only  to  the  Congress  and  its  12  members  are 
appointed  by  the  Congress,  while  the 
Senate  committee  reports  to  both  the  Con- 
gress and  the  Secretary  of  Education  and  6 
of  its  1 1  members  are  appointed  by  the  Con- 
gress and  5  are  appointed  by  the  Secretary 
of  Education.  The  House  committee  has  no 
definite  termination  date  while  the  Senate 
committee  terminates  after  one  year.  The 
Senate  committee  has  a  one-time  authoriza- 
tion of  $1  million  while  the' House  commit- 
tee has  an  annual  authorization  of  $750,000. 
The  House  recedes  with  an  amendment  pro- 
viding that  the  committee  is  an  independent 
entity  in  the  Department  of  Education,  is 
authorized  without  a  fixed  termination  date 
and  is  to  be  provided  $500,000  annually  by 
the  Secretary  from  the  salaries  and  ex- 
penses of  the  Department.  The  committee  is 
independent  of  the  Secretary  and  with  the 
authority  to  make  recommendations  direct- 
ly to  the  Congress  without  review  or  com- 
ment in  the  executive  branch.  The  commit- 
tee may  submit  its  recommendations  and 
analyses  (other  than  its  recommendations 
with  respect  to  the  annual  modification  and 
updating  of  the  needs  analyses)  to  the  Sec- 
retary for  comment.  The  central  function  of 
the  committee  is  to  advise  the  Secretary  and 
the  Congress  annually  and  simultaneously 
concerning  modifications  in  the  needs  anal- 
.v.ses.  The  committee  controls  its  staff  and 
its  members  are  not  paid  a  daily  stipend  but 
are  reimbursed  for  travel  and  subsistence 
expenses.  The  committee  may  contract  to 
obtain  data  and  information. 

Federal  assistance 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  no  portion  of  any 
financial  assistance  received  by  an  individ- 
ual from  any  program  funded  in  whole  or  in 
part  under  Title  IV  which  is  used  by  that  in- 
dividual for  the  payment  of  tuition  and  fees 
shall  be  considered  as  income  or  resources 
in  determining  'eligibility  for  assistance 
under  any  other  program  funded  in  whole 
or  in  part  with  Federal  funds.  The  Senate 
recedes  with  an  amendment  clarifying  that 
this  provision  applies  to  Title  IV  assistance 
u.sed  by  an  individual  to  pay  for  tuition, 
fees,  books,  supplies,  transportation  aind 
miscellaneous  personal  expenses. 

GENERAL  PROVISIONS 

Ability  to  benefit 

The  House  amendment  requires  that  for 
Students  without  a  high  school  diploma  or  a 
GED  to  be  eligible  for  Federal  student  fi- 
nancial assistance,  the  admissions  standards 
for  the  institution  at  which  they  enroll 
must  include  counseling  or  a  validated  test 
measuring  the  students'  aptitudes  to  suc- 
cessfully complete  the  program  to  which 
they  have  applied.  The  Senate  bill  requires 
that,  for  such  students  to  remain  eligible  for 
Federal  assistance  under  Title  IV,  they  must 
complete  an  institutionally  prescribed 
course  of  remedial  or  developmental  educa- 
tion or  receive  a  GED  by  the  end  of  the  first 
year.  If  the  course  of  study  is  shorter  than 
one  year,  they  must  meet  the  requirements 
prior  to  certification  or  graduation.  The 
conference  substitute  provides  that  in  order 
to  remain  eligible  a  student  who  is  admitted 
on  the  basis  of  the  ability  to  benefit  from 
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the  education  or  training:  (1)  must  obtain 
the  GED  diploma  prior  to  the  student's  cer- 
tification or  graduation  from  the  program 
of  study:  (2)  or  be  counseled  prior  to  admis- 
sion and  undertake   the   institution's   pro- 
gram of  remediation  or  developmental  edu- 
cation by  the  end  of  the  first  year  of  the 
course  of  study:  or  (3)  be  administered  a  na- 
tionally recognized  standardized  or  industry 
developed  test,   measuring   the  applicant's 
aptitude  to  complete  successfully  the  pro- 
gram to  which  he  or  she  has  applied.  With 
respect  to  applicants  who  are  unable  to  sat- 
isfy the  institution's  admissions  testing  re- 
quirements, he  or  she  must  be  enrolled  in 
an    institutionally    prescribed    program    or 
course  of  supplemental  education,   not  to 
exceed  one  academic  year  or  its  equivalent. 
It  is  the  intent  of  the  conferees  that  a  na- 
tionally recognized  standardized  or  industry 
developed  test  be  one  which  meets  criteria 
established  by  the  appropriate  accrediting 
body  or  bodies,  but  which  is  not  subject  to 
prior  approval  by  such  body  or  bodies.  It  is 
the  intent  of  the  conferees  that  this  remedi- 
al or  developmental  education  provide  the 
student  with  the  basic  skills  necessary  for 
satisfactory  performance  in  the  training  or 
education  program  which  the  student  has 
chosen.  The  institution  is  not  obligated  to 
provide  a  separate  remediation  or  develop- 
mental education  course  or  program  of  in- 
struction   if    the    institution's    curriculum 
presently  includes  coursework  which  pro- 
vides the  student  with  the  basic  skills  neces- 
sary  for   satisfactory    performance   in   the 
training  or  education  program  which  the 
student    has    chosen.    The    conferees    are 
aware  that  many  institutions  currently  pro- 
vide coursework   which   would  satisfy   the 
intent  of  this  provision  such  as  Business 
Math  or  English  for  Electricians,   literacy 
training  geared  to  reading  maps  and  road 
signs  for  truck  drivers  or  coursework  provid- 
ing reading  comprehension  skills  necessary 
for  cosmetologists.  It  is  not  the  intent  of  the 
conferees   that  such   education   disrupt   or 
interfere  with  the  normal  progress  a  stu- 
dent makes  toward  a  degree  or  certificate 
and  a  student's  enrollment  in  non-remedial 
coursework  is  not  meant  to  be  contingent 
upon  completion  of  the  supplemental  educa- 
tion. The  conferees  do  not  intend  that  these 
provisions  authorize  or  require  the  Secre- 
tary of  Education  to  issue  rules  or  regula- 
tions defining  the  admissions  procedures  or 
coursework    provided    by    institutions    of 
higher   education.    The   conferees    further 
want  to  encourage  increasing  basic  skills  in- 
struction at  institutions  admitting  students 
on  the  basis  of  ability  to  benefit  and  express 
their  feeling  that  attainment  of  literacy  is 
as  important  for  the  postsecondary  student 
as  attainment  of  vocational  skills. 

Application  fees 

The  House  amendment,  but  not  the 
Senate  bill,  clarifies  the  provision  requiring 
that  students  and  parents  not  be  charged  a 
fee  for  applying  for  Federal  student  finan- 
cial assistance.  The  Senate  recedes  with  an 
amendment  requiring  the  development  of 
separate,  identifiable  loan  application  docu- 
ments for  Part  B  of  Title  IV  that  applicants 
shall  submit  directly  to  eligible  lenders. 

Contracts 

The  House  amendment,  but  not  the 
Senate  bill,  deletes  "to  the  extent  practica- 
ble" in  directing  the  SecreUry  to  enter  into 
contracts  for  processing  student  aid  forms 
and  adds  the  word  "official "  in  describing 
eligibility  reports.  The  House  recedes. 


Management  information  system 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  the  Secretary  to  con- 
tract for  additional  data  gathering  services 
to  assist  the  Department  of  Education  in  de- 
veloping a  Management  Information 
System.  The  House  recedes. 
Reporting  requirement 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  Secretary  to  for- 
ward copies  of  all  forms  and  regulations  to 
the  House  and  Senate  committees  at  least 
45  days  prior  to  their  effective  date.  The 
Senate  recedes. 
Toll-free  information 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  Secretary  to  estab- 
lish and  publicize  a  toll-free  telephone  to 
provide  timely  and  accurate  information  to 
the  general  public,  including  specific  in- 
struction on  completing  applications  for  as- 
sistance under  Title  IV.  The  Senate  recedes. 
Federal  student  aid  report 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  Secretary  to  devel- 
op a  Federal  Student  Assistance  Report, 
which  will  be  completed  by  institutions  of 
higher  education  and  delivered  to  all  stu- 
dent aid  recipients.  The  form  will  indicate 
amounts  of  Federal  student  aid  the  student 
received.  The  Senate  recedes. 
Eligibility 

The  House  amendm?nt.  but  not  the 
Senate  bill,  requires  that  a  student  must  be 
enrolled  in  a  degree,  certificate  or  other  pro- 
gram leading  to  a  recognized  educational 
credential  to  be  elibible  to  receive  Federal 
student  assistance.  The  Senate  bill  requires 
that  a  student  be  making  satisfactory 
progress  toward  a  degree  or  certificate.  The 
Senate  recedes. 
Less-than-half-time  students 

The  House  bill  repeals  the  current  law  re- 
quirement that  a  student  must  be  carrying 
at  least  a  half-time  course  load  to  be  eligible 
for  Federal  student  aid  in  all  of  the  need- 
based  Title  IV  programs  expect  for  the 
Guaranteed  Student  Loan  program,  thereby 
providing  eligibility  for  less-than-half-time 
students.  The  Senate  recedes  with  an 
amendment  providing  that  less-than-half- 
time  .students  will  be  eligible  for  Pell  Grants 
beginning  in  FY  1989  and  that  only  those 
less-than-half-time  students  with  an  expect- 
ed family  contribution  of  $0  will  be  eligible 
in  FY  1989  and  FY  1990.  The  Senate 
amendment  further  provides  that  in  FY 
1991  only  those  less-than-half-time  students 
with  an  expected  family  contribution  of  be- 
tween $0  and  $200  will  be  eligible  for  the 
Pell  Grants.  In  addition,  the  Senate  amend- 
ment provides  that  if  insufficient  appropria- 
tions require  the  reduction  of  awards  pursu- 
ant to  Section  411(g)  in  FY  1989,  less-than- 
half-time  students  will  not  be  eligible  for 
Pell  Grants  in  that  year.  Further,  it  is  the 
intent  of  the  conferees  that  prior  to  less- 
than-half-time  students  becoming  eligible 
for  Pell  Grants  that  the  Secretary  shall  con- 
duct and  report  to  the  Congress  the  results 
of  a  study  to  determine  the  number  of  less- 
than-half-time  students  with  a  $0  expected 
family  contribution  and  the  number  of  stu- 
dents in  the  $0-$200  expected  family  contri- 
bution category. 
Students  in  default 

Both  in  House  amendment  and  the  Senate 
bill  prohibit  students  who  are  default  under 
the  Guaranteed  Student  Loan  program 
from  receiving  any  form  of  Federal  assist- 
ance while  they  remain  in  default.  In  addi- 


tion, the  House  amendment  provides  the 
same  prohibition  for  students  in  default  on 
a  NDSL  or  owing  any  refund  on  any  Federal 
grant  program.  The  Senate  recedes. 

Eligibility 

The    House    amendment,    but    not    the 
Senate  bill,  codifies  into  law  the  current  reg- 
ulations with  respect  to  citizenship  or  other 
permanent  status  that  is  a  prerequisite  for 
eligibility   for  student  assistance  and  pro- 
vides eligibility  to  those  who  have  a  certifi- 
cate of  graduation  from  a  school  providing 
secondary  education  in  the  United  States. 
The  Senate  recedes  with  an  amendment  de- 
leting eligibility  for  those  who  have  a  certif- 
icate of  graduation  from  a  school  providing 
secondary  education  in  the  United  States 
and  providing  for  a  study  of  the  incidence  of 
students   who   have   graduated   from   high 
schools  in  the  United  States  and  who  are  in- 
eligible for  Federal  student  assistance  be- 
cause of  their  legal  status  and  the  impact  of 
their  ineligibility  on  their  educational  op- 
portunities. The  study  shall  also  estimate 
the  cost  of  providing  federal  student  finan- 
cial   aid   to   such    individuals   and.   to   the 
extent  practicable,  the  tax  status  of  their 
parents  or  guardians.  The  study  will  be  con- 
ducted by  a  panel  consisting  of  two  Mem- 
bers of  the  House  of  Representatives  ap- 
pointed by  the  Speaker,  two  Members  of  the 
Senate    appointed    by    the    President    I*ro 
Tempore  and  three  persons  appointed  by 
the  Secretary  of  Education.  Staff  and  other 
resources  for  the  study  will  be  provided  by 
the    Department    of    Education    and    the 
panel's  report  to  the  Congress  and  the  Sec- 
retary will  be  due  two  years  after  the  date 
of  enactment  of  this  act.  In  addition,  the 
conferees  direct  the  Secretary  of  Education 
to  provide  information  to  the  Congress  on 
the  extent  to  which  Title  IV  student  aid 
funds  are  being  provided  to  students  who 
are  not  citizens  or  nationals  of  the  United 
States  and  are  not  eligible  non-citizens.  The 
Senate  amendment   further  provides  that 
the  Title  IV  program  participation  agree- 
ment will  require  each  institution  of  higher 
education  to  certify  that  it  has  in  operation 
a  drug  abuse  prevention  program  that  is  de- 
termined by  the  irjstitution  to  be  accessible 
to  any  officer,  employee,  or  student  at  the 
institution.  The  conferees  wish  to  empha- 
size that  this  requirement  should  not  be 
construed  to  direct  or  permit  the  Secretary 
of  Education  to  promulgate  any  rules  or 
regulations  relating  to  the  content  or  con- 
duct of  the  drug  abuse  prevention  program. 

Lessthanhalf-time  students 

The  Senate  bill  allows  a  less-than-half- 
time  student  to  be  eligible  for  the  SEOG. 
CWS  and  NDSL  programs  only  if  the  insti- 
tution has  already  met  the  need  of  full-time 
students  eligible  for  aid  from  those  pro- 
grams while  the  House  amendment  allows 
less-than-half-time  students  to  be  eligible 
for  these  programs  without  this  limitation. 
The  Senate  recedes. 

Satisfactory  progress 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  that  students  must  be 
making  satisfactory  progress  as  determined 
by  the  institution  and  must  maintain  a  C  av- 
erage at  the  end  of  the  second  academic 
year  or  its  equivalent  or  academic  standing 
consistent  with  the  requirements  for  grad- 
uation as  determined  by  the  institution.  A 
waiver  by  the  institution  in  circumstances 
of  undue  hardship  is  provided  and  the  Sec- 
retary of  Education  is  required  to  conduct  a 
study  of  the  impact  of  this  provision  on  stu- 
dent grades.  The  House  recedes  with  an 
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amendment  providing  that  students  can  re- 
establish their  eligibility  by  attaining  aca- 
demic standing  consistent  with  the  institu- 
tion's requirements  for  graduation. 
Verification 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  all  institutions  to  certify  stu- 
dent eligibility  for  a  Guaranteed  Student 
Loan  if  the  loan  is  sent  to  the  institution, 
disbursement  of  the  loan  is  not  made  until  a 
review  for  the  accuracy  of  the  information 
on  the  application  is  completed  and  the  in- 
stitution has  evidence  that  the  information 
submitted  by  the  applicant  is  incorrect.  The 
House  recedes  with  an  amendment  limiting 
to  not  more  than  30%  of  the  applicants  in 
any  award  year  the  number  of  applicants 
for  whom  institutions  are  required  to  verify 
the  accuracy  of  data  used  to  determine  their 
eligibility  for  any  program  under  this  title. 
Statute  of  limitations 

The  Senate  bill,  but  not  the  House  amend- 
ment, reflects  the  changes  made  in  the  stat- 
ute of  limitations  made  by  the  Consolidated 
Omnibus  Budget  Reconciliation  Act,  The 
House  recedes. 
Information 

The    House    amendment,    but    not    the 
Senate  bill,  requires  that  institutions  pro- 
vide student  aid  information  to  less-than- 
f  ull-time  students.  The  Senate  recedes. 
Exit  counseling 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  exit  counseling  of  student 
loan  borrowers  which  provides  general  in- 
formation on  the  average  indebtedness  of 
students,  the  average  anticipated  monthly 
repayments  and  the  available  repayment 
options.  The  House  recedes  with  an  amend- 
ment requiring  that  such  counseling  must 
be  made  available  to  students  and  that  it 
can  be  provided  either  to  individuals  or 
groups  of  students. 
Debt  burden  information 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  Secretary  to  make 
available  to  institutions  and  lenders  infor- 
mation on  debt  burdens  and  total  and 
monthly  repayment  obligations  that  stu- 
dents may  incur  as  a  result  of  borrowing 
under  the  OSL  and  NDSL  programs.  The 
Senate  recedes. 
Combined  repayment 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  for  the  combined  repayment 
of  loans  under  subpart  1  of  part  C  of  title 
vn  of  the  Public  Health  Service  Act  with 
loans  consolidated  under  section  428C  (con- 
solidation loans).  The  House  recedes  with 
technical  and  clarifying  amendments. 
Student  loan  data  bank 

The  Senate  bill,  but  not  the  House  amend- 
ment, creates  a  National  Student  Loan  Data 
Bank.  The  Secretary  is  authorized  to  estab- 
lish and  carry  out  a  nationwide  computer- 
ized student  loan  data  bank  containing  in- 
formation regarding  loans  made,  insured  or 
guaranteed  under  the  GSL  or  NDSL  pro- 
grams. Access  to  information  in  the  bank 
shall  be  restricted  to  individuals  and  Feder- 
al agencies  specifically  authorized  by  the 
Secretary  to  have  such  access  and  may  be 
used  only  for  research,  improvement  of  Fed- 
eral debt  collection  practices  and  furnishing 
information  in  response  to  an  official  re- 
quest made  by  a  committee  of  the  Congress. 
The  Secretary  must  prepare  and  submit  a 
report  to  Congress  twice  a  year  on  the  re- 
sults obtained  by  the  establishment  and  op- 
eration of  the  data  bank.  The  House  recedes 
with  an  amendment  changing  the  name  to 


the   National   Student   Loan   Data  System 
and  clarifying  that  information  with  respect 
to  the  NDSL  program  will  be  supplied  by  in- 
stitutions of  higher  education. 
Federal  employees 

The  Senate  bill,  but  r^pt  the  House  amend- 
ment, requires  Federal  agency  head  to  col- 
lect in  monthly  installments  by  deduction 
from  an  employee's  pay  account  any  indebt- 
edness on  Federal  student  loans  which  such 
employee  is  in  default  on.  The  Senate  re- 
cedes. 
Withholding 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  that  Federal  agency  heads 
reduce  any  Federal  payments  to  individuals 
who  have  defaulted  on  Federal  student 
loans  by  25%  until  the  default  is  paid.  The 
Senate  recedes. 
Financial  aid  training 

The  House  amendment  extends  Training 
in  Financial  Aid  and  Student  Support  Sen- 
ices  through  FY  1991,  while  the  Senate  bill 
extends  it  through  FY  1986,  The  House  re- 
cedes. 
Maintenance  of  effort 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  the  maintenance  of 
effort  provision  for  institutions  participat- 
ing in  the  SEOG  and  CWS  programs.  The 
Senate  recedes. 
Conforming  amendments 

The  House  amendment,  but  not  the 
Senate  bill,  contains  a  conforming  amend- 
ment prohibiting  charges  for  the  Federal 
Student  Assistance  Report  form  and  modi- 
fying the  certification  requirements  for  the 
Guaranteed  Student  Loan  program.  The 
Senate  recedes. 
Advertisements 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  that  institutions  which  use 
advertisements  citing  job  placement  rales 
must  publish  in  their  catalogs  actual  em- 
ployment statistics,  graduation  statistics 
and  any  other  information  necessary  to  sub- 
stantiate the  truthfulness  of  the  advertise- 
ments. The  House  recedes  with  an  amend- 
ment requiring  that  this  information  be 
made  available  at  or  before  the  time  of  ap- 
plication and  deleting  the  requirement  that 
the  information  be  published  in  the  institu- 
tion's catalog. 
Criteria  for  recovery  of  funds 

The  House  amendment,  but  not  the 
Senate  bill,  requires  that  only  those  funds 
expended  not  in  substantial  compliance 
with  the  law  may  be  recovered  from  an  in- 
stitution following  a  final  audit  determina- 
tion. The  House  recedes. 
Due  process  standards  for  recovery  of  funds 

The  House  amendment,  but  not  the 
Senate  bill,  requires  that  final  audit  deter- 
minations will  only  be  made  following  writ- 
ten notice  and  the  opportunity  for  a  hearing 
on  the  record  and  that  the  burden  of  proof 
will  be  on  the  Secretary  and  that  all  parties 
will  have  discovery  procedures  available  to 
them.  The  Senate  recedes  with  an  amend- 
ment deleting  the  provisions  relating  to  dis- 
covery and  burden  of  proof. 
Grant  eligibility 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  that  institutions  inform  all 
borrowers  under  the  Guaranteed  Student 
Loan  program  of  the  availability  of  and 
their  eligibility  for  State  grant  assistance. 
The  House  recedes  with  ah  amendment  pro- 
viding that  institutions  need  only  inform 
borrowers    about    the    availability    of    and 


their  eligibility  for  State  grant  assistance 
with  respect  to  the  State  in  which  the  insti- 
tution is  located  and  will  inform  borrowers 
about  how  to  obtain  such  information  con- 
cerning assistance  from  other  States. 

Data  collection 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  Secretary  to  collect 
data  on  student  aid  recipients  at  least  once 
every  three  years.  The  Senate  recedes  with 
an  amendment  allowing  the  Department  of 
Education  to  collect  the  appropriate  data. 
Commission 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  the  esUblishment 
in  the  executive  branch  of  an  independent 
agency  called  the  National  Commission  on 
Family  Responsibilities  for  Financing  Post- 
secondary  Education.  $1.5  million  is  author- 
ized for  the  Commission  which  will  termi- 
nate two  years  after  the  initial  appointment 
of  its  members. 

The  Senate  recedes  with  an  amendment 
removing  the  word  "family  from  the  name 
of  the  Commission,  reducing  the  authoriza- 
tion to  $1  million  and  adding  students  to  the 
membership  of  the  Commission. 

Repeal  of  Student  Financial  Assistance 
Technical  Amendments 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  the  Student  Financial 
Assistance  Technical  Amendments  Act  of 
1982. 

The  Senate  recedes  with  an  amendment 
extending  the  appropriate  provisions  to  the 
Act  to  provide  for  a  transition  to  the  imple- 
mentation of  the  provisions  of  this  act. 

Administration  offset 

The  Senate  bill,  but  not  the  House  amend- 
ment, amends  the  U.S.  Code  to  allow  Feder- 
al agencies  to  use  administrative  offset  at 
any  time  to  collect  on  a  claim  against  any 
individual.  Agency  heads  are  directed  to  es- 
tablish standards  for  the  exercise  of  such 
offsets  which  take  into  account  the  likeli- 
hood of  collecting  by  offset  and  the  cost  ef- 
fectiveness of  carrying  a  claim  beyond  6 
years. 

The  Senate  recedes. 

TITLE    V— EI»IC.4T()R    RKt  RIITME.NT.    RETENTION 
AND  DEVELOPMENT 

TITLE 

The  House  amendment,  but  not  the 
Senate  bill,  revises  and  rewrites  Title  V  of 
HEA,  and  provides  a  new  Heading  for  the 
Title. 

The  Senate  recedes. 

COORDINATION  OF  EDUCATION  PROFRESSIONAL 
DEVELOPMENT 

The  Senate  bill,  but  not  the  House  amend- 
ment, repeals  Part  D  of  Title  V, 
The  House  recedes. 

STATEMENT  OF  PURPOSE 

The  House  amendment,  but  not  the 
Senate  bill,  provides  a  new  Statement  of 
Purpose  for  title  V. 

The  Senate  recedes  with  an  amendment 
to  include  references  to  pre-school  and 
Early  Childhood  Education  and  Develop- 
ment. 

AUTHORIZATION  OF  APPROPRIATIONS 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  the  authorization 
of  appropriations  under  Sec,  502  for  Parts 
A,  B,  C,  D,  and  E  for  FY1987,  and  then  such 
sums  through  FY  1991.  The  House  amend- 
ment included  authorizations  for  four  pro- 
grams in  existing  law,  and  seven  (7)  new  ini- 
tiatives under  title  V,  as  follows: 
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(a)  The  House  amendment,  but  not  the 
Senate  bill,  authorizes  a  new  Part  A,  Sub- 
part 1,  titled  "Enhancing  Teacher  Educa- 
tion" funding,  it  at  $10  million  in  FY1987, 
and  then  such  sums  through  FY199I. 

The  House  recedes. 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  a  new  Subpart  2  to 
Part  A.  titled  "Midcareer  Teacher  Training 
for  Nontraditional  Students",  authorizing  it 
at  $4  million  in  FY1987.  and  then  such  sums 
through  FY1991. 

The  Senate  recedes  with  an  amendment 
to  reduce  the  funding  level  to  $3.5  million  in 
FY  1987,  and  then  such  sums  through 
FY1991. 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  a  new  Subpart  1  in 
Part  B.  titled  "University-High  School  Part- 
nerships", funding  it  at  $20  million  in 
FY1987,  and  then  such  sums  through 
FY1991. 

The  Senate  recedes  with  an  amendment 
to  reduce  the  funding  level  to  $15  million  in 
FTri987.  and  then  such  sums  through 
FY1991. 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  a  new  program  under 
Subpart  2  in  Part  B,  titled  Teacher  Acade- 
mies'.  funding  it  at  $7.5  million  in  FY1987. 
and  then  such  sums  through  FY1991. 

The  Senate  recedes. 

(c)  The  House  amendment,  but  not  the 
Senate  bill,  authorizes  a  new  Subpart  1  in 
Part  C.  titled  "Professional  Development 
Resource  Centers",  funding  it  at  $20  million 
in  PY1987.  and  then  such  sums  through 
FY1991. 

The  Senate  recedes  with  an  amendment 
to  reduce  the  funding  level  to  $15  million  in 
FY  1987.  and  then  such  sums  through 
FY1991. 

The  House  amendment,  but  not  the 
Senate  bill,  transfers  the  Leadership  in  Edu- 
cational Administration  and  Development 
(LEAD)  from  title  IX  of  P.L.  98-558 
(Human  Services)  to  Title  V.  funding  it  at 
$20  million  in  FY1987.  and  then  such  sums 
through  FY  1991.  The  Senate  recedes  with 
an  amendment  to  reduce  the  funding  level 
to  $10  million  in  FY1987.  and  then  such 
sums  through  FY1991. 

(d)  The  House  amendment,  but  not  the 
Senate  bill,  continues  the  program  in  cur- 
rent law  (Part  C  of  title  V),  titled  "Training 
Teachers  of  the  Handicapped",  as  Subpart  1 
of  Part  D.  funding  it  at  $5  million  in 
FY  1987,  and  then  such  sums  through 
FY1991. 

The  Senate  bill  repeals  the  program. 
The  House  recedes. 

(e)  The  House  amendment  authorized  the 
Perkins  Scholarship  Program  (and  renames 
it  the  Congressional  Teacher  Scholarship 
Program,  and  funds  it  at  $20  million  in 
FY1987.  and  then  such  sums  through 
FY1991. 

The  Senate  bill  authorizes  the  Perkins 
Scholarship  Program  at  $10.5  million  in 
FY1987;  $11.05  million  in  FY1988:  $11.57 
million  in  FY1989:  $12.15  million  in  FY1990; 
and  $12.76  million  in  FY1991. 

The  Senate  recedes  with  an  amendment 
to  fund  the  program  at  $13.5  million  in 
FY1987,  and  then  such  sums  through 
FY1991. 

(f)  The  House  amendment  continues  the 
Talented  Teacher  Fellowship  Program  as 
Subpart  3  of  Part  D,  funding  it  at  $2  million 
in  FY1987.  and  then  such  sums  through 
FY1991. 

The  Senate  bill  authorizes  the  program  at 
$5.25  million  in  FY1987;  $5,513  million  in 
FY1988;   $5,788  million   in   FY1989:   $6,080 


million  in  FY1990:  and  $6.38  million  in 
FY1991. 

The  Senate  recedes  to  the  House  provi- 
sions. 

(g)  The  House  amendment,  but  not  the 
Senate  bill,  authorizes  appropriations  for 
new  Part  E.  Subpart  1.  titled  "Research  and 
Data  Collection",  at  $2  million  in  FY1987. 
and  then  such  sums  through  FY1991. 

The  House  recedes  with  an  amendment  to 
authorize  additional  research  and  data  col- 
lection activities  through  the  Office  of  Edu- 
cation Research  and  Improvement. 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  a  new  program  under 
Subpart  2  of  Part  E.  requiring  the  mandato- 
ry establishment  of  State  Teacher  Task 
Forces  to  assess  need  for  teachers  in  ele- 
mentary and  secondary  schools  (projections 
on  supply/demand  by  geographic  and  sub- 
ject matter  shortage  areas).  The  House 
amendment  would  fund  the  program  at  $1 
million  in  FY1987.  and  then  such  sums  thor- 
ough PY1991. 

The  Senate  recedes  with  an  amendment, 
retaining  the  mandate  requiring  establish- 
ment of  state  task  forces,  but  providing  a 
waiver.  The  waiver  from  the  requirement  is 
achieved  under  this  section  when  the  State 
Education  Agency  submits  documentary  evi- 
dence, as  determined  by  the  State,  to  the 
Secretary,  showing  voluntary  compliance. 

The  Conference  substitute  agreement  on 
Title  V  is  as  follows: 
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EXCELLENCE  TEACHER  EDUCATION  PROGRAMS 

The  House  amendment,  but  not  the 
Senate  bill,  rewrites  Title  V  of  the  Higher 
Education  Act.  consisting  of  four  (4)  exist- 
ing programs,  and  seven  (7)  new  initiatives 
for  Educator  Recruitment.  Retention  and 
Development  purposes. 

(a)  In  the  House  amendment,  but  not  the 
Senate  bill.  Subpart  1  of  Part  A.  titled  "En- 
hancing the  Quality  of  Teacher  Education 
Programs",  authorizes  discretionary  grants 
to  institutions  of  higher  education  for  pro- 
grams designed  and  implemented  jointly 
with  elementary  and  secondary  schools  to 
improve  teacher  education. 

The  House  recedes. 

(b)  In  the  House  amendment,  but  not  the 
Senate  bill.  Subpart  2  of  Part  A  titled  "Mid- 
career  Teacher  Training  for  Nontraditional 
Students ',  is  a  demonstration  program  au- 
thorizing grants  to  hi^'her  education  institu- 
tions to  encourage  the  development  of 
teacher  training  for  individuals  from  other 
occupations.  Two  year  planning  grants  are 
first  awarded:  successful  projects  are  then 
eligible  for  two-year  renewal  grants  to  con- 
tinue the  projects.  The  Secretary,  after 
competition,  will  select  one  institution  from 
each  of  the  ten  (10)  federal  regions.  Model 
programs  resulting  from  this  demonstration 


will  be  disseminated  to  other  IHE's  for  rep- 
lication at  state  and  local  expense. 
The  Senate  recedes. 

SCHOOL,  COLLEGE,  AND  UNIVERSITY 
PARTNERSHIPS 

In  the  House  amendment.  Subpart  1  of 
Part  B  authorizes  the  "University-High 
School  Partnership  Program",  for  grants  to 
establish  cooperative  programs  between  col- 
leges and  local  high  schools  serving  pre- 
dominantly low-income  students,  which  en- 
courages students  to  graduate  from  high 
school,  to  prepare  them  for  better  employ- 
ment prospects,  and  to  encourage  such  stu- 
dents to  pursue  postsecondary  training. 
Grants  may  range  from  $250,000  to  $1  mil- 
lion, and  must  be  used  for  year-round 
projects  (65%  is  earmarked  for  school  year 
projects;  35%  is  earmarked  for  summer 
months).  These  projects  are  intended  to  en- 
courage involvement  of  the  private  sector: 
priorities  are  established.  The  Senate  has 
no  comparable  provision. 

The  Senate  recedes. 

COMMUNITY  COLLEGE  PILOT  PROJECTS 

Section  525  of  Part  B,  Subpart  1  in  the 
House  amendment,  establishes  a  Pilot 
Project  at  four  (4)  Community  Colleges: 
Wayne  County  Community  College  (Michi- 
gan): The  Community  College  of  Vermont: 
Compton  Community  College  in  California: 
and  the  Metropolitan  Community  College  in 
Missouri.  Minimum  grant  size  is  $250,000. 
The  Senate  bill  has  no  comparable  provi- 
sion. 

The  Senate  recedes. 

TEACHING  ACADEMIES 

In  the  House  amendment.  Subpart  2  of 
Part  B  is  titled  "Teaching  Academies '.  and 
would  establish  teacher  academy  demon- 
stration projects.  Grants  would  be  available 
to  consortia  of  schools  of  education  and 
LEA'S  to  establish  and  operate  such  acade- 
mies to  provide  one-year  internships  for 
entry-level  teachers.  The  Senate  bill  has  no 
comparable  provision.  The  House  recedes. 

PROFESSIONAL  DEVELOPMENT  RESOURCE 
CENTERS   iPDRC'Si 

(a)  In  the  House  amendment.  Subpart  1  of 
Part  C  establishes  Professional  Develop- 
ment Resource  Centers  to  be  funded 
through  competitive  grants  to  LEA's.  con- 
sortia and  higher  education  institutions  (10 
percent  of  funds  appropriated  are  reserved 
for  higher  education  institutions).  Grants 
would  be  used  to  develop  and  operate  such 
Centers  aimed  at  improving  elementary  and 
secondary  school  teachers'  skills.  The 
Senate  bill  has  no  comparable  provisions. 

The  Senate  recedes  with  an  amendment 
to  strike  the  words  "help  retain  effective 
teachers  in  the  profession  by  providing 
them  with  coUegial  interaction  and  support 
and  opportunities  for  professional  growth' 
in  Sec.  531(B)(6). 

The  Managers  note  that  such  efforts  to 
retain  effective  teachers  will  remain  as  a 
permissible  activity  within  the  scope  of  pro- 
grams offered  by  Professional  Development 
Resource  Centers. 

The  Senate  receded  with  an  amendment 
also  striking  Sec.  535(b),  Priorities  and  Pref- 
erences, and  to  strike  the  words  "satisfac- 
tory assurances  that  teachers  will  be  given 
adequate  paid  leave  time  away  from  class- 
room activities  to  participate  in  Center  ac- 
tivities", contained  in  Sec.  535(c)(6).  Mini- 
mum Requirements. 

It  is  not  the  intent  of  conferees  to  prohib- 
it local  education  agencies,  with  teacher 
contracts  or  other  collective  bargaining 
agreements  in  effect  from  allowing  teachers 
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to  receive  paid  leave  time  away  from  class- 
room activities,  or  to  prohibit  teachers  to  be 
paid  for  leave  time  in  order  to  participate  in 
Center  activities. 

The  House  amendment  provides  that  the 
grants  made  to  LEA's  for  the  establishment 
and  operation  of  Professional  Development 
Resource  Centers  will  cover  100  percent  of 
the  costs  of  such  establishment. 

The  Senate  recedes  with  an  amendment 
requiring  a  50  percent  state  and  local 
matching  requirement,  so  that  in  order  to 
receive  a  grant  under  this  part  for  the  es- 
tablishment of  Professional  Development 
Resource  Centers,  an  applicant  must  pro- 
vide assurances  that  the  monies  received 
will  be  matched  by  50  percent.  Of  the  non- 
federal share.  50  percent  of  the  dollar 
match  must  come  from  State  Education 
Agency  sources,  and  50  percent  from  local 
sources.  This  match  must  be  on  a  dollar-for- 
dollar  basis,  with  no  provision  for  in-kind 
credit  on  the  state  or  local  level. 

(b)  In  the  House  amendment.  Subpart  2  of 
Part  C  continues  the  authorization  of  the 
Leadership  in  Education  Administration  De- 
velopment (LEAD)  as  authorized  in  P.L.  98- 
558,  but  transfers  the  program  to  title  V  of 
the  Higher  Education  Act.  The  Senate  bill 
has  no  comparable  provision. 

The  Senate  recedes  with  an  amendment 
to  repeal  existing  law  under  Title  IX  of  P.L. 
98-558.  the  Human  Services  Reauthorization 
Act  of  1984. 

CONTRACTING  AUTHORITY. 

The  House  amendment,  but  not  the 
Senate  bill,  amends  Section  (b).  Duration  of 
Contract  under  the  LEAD  program,  by  in- 
serting the  words  "subject  to  the  availabil- 
ity of  appropriations""  at  the  end  of  the  first 
sentence.  The  Senate  recedes. 

TEACHER  SCHOLARSHIPS  AND  FELLOWSHIPS 

The  House  amendment,  under  Subpart  1 
of  Part  D  continues  a  program  which  trains 
elementary  and  secondary  teachers  of 
handicapped  children  (Part  C  of  current 
law).  The  Senate  bill  repeals  this  program. 
The  House  recedes. 

RENAMING  THE  PERKINS"  SCHOLARSHIP 
PROGRAM 

The  House  amendment,  but  not  the 
Senate  bill,  changes  the  name  of  the  Carl  D. 
Perkins  Scholarship  program  to  the  "Con- 
gressional Teacher  Scholarship  Program"". 
The  Senate  recedes. 

CHANGES  IN  REPAYMENT  PROVISIONS 

The  House  amendment  amends  the  Per- 
kins Scholarship  Program  by  striking  the 
restriction  in  current  law  that  permits  re- 
cipients of  such  scholarships,  who  choose  to 
teach  in  private  schools,  to  repay  their  obli- 
gation only  if  they  taught  in  private  non- 
profit schools  located  and  serving  students 
in  a  district  eligible  for  assistance  pursuant 
to  Chapter  1  of  ECIA, 

The  Senate  recedes  with  an  amendment 
providing  that  the  teaching  obligation,  in 
lieu  of  repayment  of  a  Perkins  Scholarship, 
may  be  achieved  by  a  individual's  teaching 
in  a  private  nonprofit,  tax  exempt  elementa- 
ry or  secondary  school  in  a  shortage  area,  as 
defined  by  the  Secretary  of  Education  in 
consultation  with  the  Chief  State  School 
Officer  and  appropriate  representative  of 
the  Private  school  sector. 

"Area""  is  defined  to  be  both  geographic, 
taking  into  account  the  needs  of  both  state 
and  local  education  agencies,  as  well  as  sub- 
ject, taking  into  account  shortages  of  teach- 
ers within  a  particular  subject  matter,  a  dis- 
cipline, or  by  grade  level.  In  further  defin- 
ing shortage  areas,  the  Secretary  is  required 


to  give  special  consideration  to  granting 
teachers  repayment  opportunities  in  areas 
where  there  are  increasing  trends  towards 
the  use  of  emergency  certification  of  indi- 
viduals in  order  to  fill  classroom  vacancies, 
and  in  instances  where  states  having  "early- 
out""  retirement  incentives  are  creating 
shortages  of  classroom  teachers. 

RENAMING  THE  TALENTED  TEACHER 
FELLOWSHIPS  FOg  CHRISTA  MC  AULIFFE 

The  Senate  bill,  but  not  the  House  amend- 
ment, renames  the  National  Talented 
Teacher  Fellowship  Program  for  Mrs. 
Christa  McAuliffe,  who  was  to  have  been 
the  first  citizen  in  space.  Selected  from 
among  thousands  of  her  peers  to  fly  into 
space  on  the  NASA  space  shuttle  The  Chal- 
lenger, Mrs.  McAuliffe  was  killed  along  with 
six  other  astronauts  when  the  Challenger 
exploded  only  73  seconds  into  launch  from 
Cape  Canaveral,  Florida,  on  January  28. 
1986.  The  House  recedes.  The  House  had 
passed  separate  legislation  (H.R.  4143  on 
April  9,  1986)  renaming  the  program  for 
Mrs.  McAuliffe. 

RESEARCH,  DATA  COLLECTION,  ASSESSMENT,  AND 
PLANNING 

In  Subpart  1  of  Part  E  of  the  House 
amendment,  research  and  data  collection  on 
the  current  and  projected  supply  and 
demand  for  teachers  in  pre-school,  elemen- 
tary and  secondary  schools,  by  subject  area 
and  teaching  specialty,  is  required.  The 
Senate  bill  has  no  comparable  provisions. 

The  Senate  recedes  with  an  amendment, 
striking  the  authorization  of  appropriations 
of  $2  million  for  this  Subpart,  and  transfers 
the  research  and  data  collection  component 
to  the  Office  of  Education  Research  and 
Improvement.  The  House  recedes  with  an 
amendment  directing  the  OERI  to  complete 
these  data  collectfon  activities. 

MANDATORY  ESTABLISHMENT  OF  STATE  TASK 
FORCES  FOR  ASSESSMENT  AND  PLANNING 

Subpart  2  of  Part  E  of  the  House  amend- 
ment, but  not  the  Senate  bill,  mandates  the 
establishment  of  a  State  Task  Force  on 
Teacher  Training  in  every  state,  for  the 
purposes  of  conducting  assessments  of  state 
and  local  need  for  recruiting,  retaining  and 
improving  the  performance  of  instructional 
and  administrative  personnel  in  elementary 
and  secondary  schools  within  each  State, 
and  to  develop  state  plans  for  meeting  those 
needs. 

Under  the  mandate,  if  states  do  not 
comply,  no  eligible  entity  within  those 
states  may  apply  for  or  receive  a  grant 
under  any  program  authorized  under  title 
V. 

The  Senate  recedes  with  an  amendment 
which  retains  the  mandate,  but  permits  the 
Secretary  to  waive  the  requirement  if  states 
submit  evidence  that  they  are  implementing 
programs  to  attain  the  same  objectives  by 
other  means. 

The  Secretary  is  permitted  to  give  special 
consideration  to  applications  for  grants 
from  states  who  are  meeting  the  mandate 
without  Federal  assistance.  The  amendment 
is  not  intended  to  penalize  states  who,  in 
the  absence  of  Federal  appropriations, 
cannot  afford  to  establish  a  Task  Force,  and 
the  Conference  committee  intends  that  the 
waiver  will  be  an  incentive  for  those  states 
to  seek  other  sources  of  funding  so  that 
they  will  be  in  compliance  with  the  man- 
date. 

REAUTHORIZATION  OF  THE  TAFT  INSTITUTE 

The  House  amendment  authorizes  the 
Robert  Taft  Institute  for  five  fiscal  years, 
from  FY  1987  to  FY  1991,  at  a  funding  level 


of  $1  million  in  FY  1987,  and  then  such 
sums.  The  Senate  bill  authorizes  the  Insti- 
tute for  two  years,  at  a  funding  level  of 
$750,000  for  FY  1987  and  FY  1988.  The 
House  recedes. 

TEACHER  WARRANTY  STANDARDS 

The  House  amendment,  but  not  the 
Senate  bill,  provides  authority  for  the  Sec- 
retary of  Education  to  develop  and  publish, 
in  the  Federal  Register,  Teacher  Warranty 
Standards,  The  House  recedes. 

TITLE  VI 

LANGUAGE  AND  AREA  CENTERS 

(a)  The  general  description  of  activities  to 
be  funded  under  language  and  area  centers 
is  identical  in  the  House  amendment  and 
the  Senate  bill  with  the  exception  that  the 
Senate  bill  gives  added  emphasis  to  foreign 
language  research  and  training. 

The  House  recedes. 

(b)  The  House  amendment  retains  the 
title  -Graduate  and  Undergraduate  Lan- 
guage Area  Centers."  The  Senate  bill  re- 
names this  section  "Language  and  Area  Cen- 
ters."" 

The  House  recedes. 

(c)  The  House  amendment  uses  the  phrase 
■graduate  and  undergraduate":  the  Senate 
bill  substitutes  "comprehensive"  for  this 
phrase. 

The  House  recedes. 

(d)  The  Senate  bill  and  the  House  amend- 
ment establish  a  two-tiered  fellowship  pro- 
gram, with  the  second  tier  awarded  on  the 
basis  of  a  national  competition.  The  Senate 
bill  grants  eligiblity  to  students  attending 
comprehensive  centers.  The  House  amend- 
ment grants  eligibility  to  studenu  attending 
all  Sec.  602  centers. 

The  Senate  recedes. 

(e)  The  House  amendment  states  recipi- 
ents "shall  be"  certain  individuals:  the 
Senate  bill  states  they  "must  be".  The 
Senate  recedes  with  an  amendment  clarify- 
ing that  students  can  be  engaged  in  a  pro- 
gram developing  competency-based  foreign 
language  training  since  competency-based 
training  is  not  yet  available  in  all  foreign 
languages. 

(f)  The  Senate  bill,  but  not  the  House 
amendment,  requires  the  use  of  a  nationally 
referenced  test  only  if  such  a  test  is  avail- 
able. 

The  House  recedes  with  a  technical 
amendment. 

(g)  Both  the  Senate  bill  and  the  House 
amendment  establish  a  two-tiered  fellow- 
ship program,  with  the  second  tier  awarded 
on  the  basis  of  a  national  competition.  The 
House  amendment,  but  not  the  Senate  bill, 
requires  that  the  first  tier  be  funded  at  1985 
levels  before  funding  the  newly  authorized 
second  tier. 

The  Senate  recedes. 

(h)  The  Senate  bill,  but  not  the  House 
amendment,  allows  funds  provided  under 
this  part  to  be  used  for  travel  which  is  part 
of  a  formal  program  of  supervised  study  in 
accordance  with  rules  prescribed  by  the  Sec- 
retary. , 

The  Senate  recedes.  > 

(i)  The  House  amendment  retains  existing 
law  authorizing  both  undergraduate  and 
graduate  (comprehensive)  centers  together, 
but  the  House  bill  amendment  requires 
(under  Sec.  608)  that  separate  criteria  for 
undergraduate  and  graduate  centers  be  es- 
tablished for  the  purpose  of  evaluating  and 
awarding  grants.  The  Senate  bill  separates 
the  graduate  and  undergraduate  centers  by 
establishing  two  separate  parts  under  Sec. 
602.  The  language  for  each  of  these  parts  is 
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virtually  identical,  with  the  exception  that 
undergraduate  centers  are  also  authorized 
by  the  Senate  bill  to  acquire  foreign  periodi- 
cals with  funds. 

The  Senate  recedes  with  an  amendment 
providing  detailed  descriptions  of  the  terms 
'comprehensive'  and  "undergraduate". 

LANGUAGE  RESOURCE  CENTERS 

(a)  The  House  amendment  uses  the  title 
'Language  Resource  Centers."  The  Senate 
bill  uses  "Foreign  Language  Resource  Cen- 
ters." 

The  House  recedes. 

(b)  Both  the  Senate  bill,  and  the  House 
amendment  both  authorize  new  language 
resource  centers.  The  Senate  bill,  but  not 
Uie  House  amendment,  permits  the  Secre- 
tary to  enter  into  contracts  with  institu- 
tions, as  well  as  make  grants,  for  this  pur- 
pose. The  Senate  bill,  but  not  the  House 
amendment,  refers  to  the  resource  centers 
as  language  training  centers. 

The  House  recedes. 

(c)  Both  the  House  amendment  and  the 
Senate  bill  include  the  development  and  ap- 
plication of  proficiency  testing  as  an  allow- 
able center  activity,  but  the  Senate  bill,  and 
not  the  House  amendment,  indicates  that 
such  testing  should  be  appropriate  to  an 
educational  setting  and  uses  the  word  "com- 
parable" in  describing  the  type  of  measure- 
ment of  skill  level. 

The  House  recedes. 

(d)  The  Senate  bill  speaks  of  widespread 
dissemination;  the  House  amendment  says 
simply  dissemination. 

The  House  recedes. 

INTERNATIONAL  STUDIES  AND  FOREIGN 
LANGUAGE  PROGRAMS 

(a)  The  House  amendment  retains  the 
title  "Undergraduate  International  Studies 
and  Foreign  Language  Programs":  the 
Senate  bill  renames  the  section  "Interna- 
tional Studies  and  Foreign  Language  Pro- 
grams." 

The  Senate  recedes. 

(b)  The  House  amendment  and  the  Senate 
bill  continue  undergraduate  international 
studies  and  foreign  language  programs.  The 
House  amendment  strikes  the  term  "com- 
prehensive" in  a  single  instance"  while  the 
Senate  bill  strikes  the  term  throughout  the 
section. 

The  House  recedes. 

(c)  The  House  amendment,  but  not  the 
Senate  bill,  grants  eligibility  to  public  and 
private  non-profit  organizations  only  if  the 
proposed  activity  or  project  cannot  be  con- 
ducted by  an  eligible  postsecondary  educa- 
tion institution. 

The  House  recedes. 

(d)  The  House  amendment,  but  not  the 
Senate  bill,  includes  as  an  eligible  activity 
under  this  program  model  programs  de- 
signed to  improve  and  expand  foreign  lan- 
guage studies.  Grants  to  institutions  for 
these  model  programs  would  be  based  on  a 
percentage  of  student  enrollment  in  foreign 
languages  at  institutions,  along  with  certain 
foreign  language  requirements. 

The  Senate  recedes. 

SUMMER  INSTITUTES 

(a)  The  House  amendment  uses  the  title 
"Intensive  Summer  Language  Institutes": 
The  Senate  bill  uses  the  title  Summer  In- 
stitutes for  Foreign  Languages". 

The  Senate  recedes. 

(b)  Both  the  House  amendment  and  the 
Senate  bill  authorize  new  summer  language 
training  institutes.  Both  indicate  that 
grants  made  under  this  section  may  be  used 
for  intensive  training  in  critical  and  neglect- 
ed languages.  The  Senate  bill,  but  not  the 


House  amendment,  further  states  that 
grants  may  be  used  to  pay  stipends  for  stu- 
dents and  faculty  attending  the  institutes 
authorized  by  this  section. 

The  House  recedes  with  an  amendment 
clarifying  that  eligible  institutes  can  com- 
bine the  purposes  described  in  (A)  and  (B). 

(c)  The  House  amendment,  but  not  the 
Senate  bill,  identifies  improving  the  lan- 
guage skills  of  Ijeginning  or  intermediate 
college  and  secondary  school  students  and 
faculty  as  another  primary  goal  of  summer 
institutes. 

The  House  recedes. 

(d)  The  Senate  bill  requires  that  granU 
shall  be  made  on  the  basis  of  recommenda- 
tions made  by  peer  review  panels  composed 
of  broadly  representative  professionals.  The 
House  amendment  requires  peer  review 
panels  to  be  composed  of  representatives  of 
institutions  of  higher  education. 

The  House  recedes. 

RESEARCH 

(a)  The  Senate  bill,  but  not  the  House 
amendment,  renames  the  section. 

The  Senate  recedes. 

(b)  The  Senate  bill,  but  not  the  House 
amendment  includes  a  new  category  of  re- 
search on  the  application  of  proficiency 
tests  In  all  disciplines. 

The  House  recedes 

PERIODICALS 

The  House  amendment,  but  not  the 
Senate  bill,  establishes  a  separate  section 
with  a  separate  authorization  of  $1  million 
for  the  acquisition  of  foreign  periodicals. 

The  Senate  recedes. 

SELECTION  OF  GRANT  RECIPIENTS 

(a)  The  House  amendment,  but  not  the 
Senate  bill,  renames  this  section. 

The  Senate  recedes. 

(b)  Both  the  House  amendment  and  the 
Senate  bill  require  that  to  the  extent  practi- 
cable, the  Secretary  shall  award  Title  VI 
grants  in  such  a  way  as  to  ensure  an  equita- 
ble distribution  of  assistance  throughout 
the  nation,  based  on  peer  review.  However, 
the  House  amendment  exempts  all  Sec.  602 
grants  from  the  distribution  requirement: 
while  the  Senate  bill  exempts  only  Sec. 
602(a)  grants-comprehensive  center  grants. 

The  Senate  recedes. 

The  Conferees  have  established  separate 
criteria  for  comprehensive  and  undergradu- 
ate institutions  for  the  selection  of  grants 
awarded  under  Sec.  602.  The  Conferees  find 
that  Graduate  Area  Centers  historically 
have  served  as  the  centerpiece  of  this  Title, 
and  through  their  expertise  have  made  sig- 
nificant contributions  to  the  national  inter- 
est. The  purpose  of  establishing  separate 
criteria  is  to  allow  undergraduate  centers  to 
be  funded  on  the  basis  of  equally  rigorous 
but  differing  judgments  of  quality.  Separate 
criteria  will  permit  the  Department  of  Edu- 
cation to  assess  more  appropriately  the  rela- 
tive strengths  of  undergraduate  programs, 
which,  by  virtue  of  their  commitments  to 
language  and  area  studies,  merit  recognition 
as  national  resources.  The  Conferees  deem 
it  necessary  to  emphasize  that  the  creation 
of  separate  criteria  should  not  be  construed 
as  an  intention  to  shift  the  focus  of  this  leg- 
islation away  from  its  central  purpose  of 
sustaining  and  deepening  the  Nation's  ca- 
pacity for  advanced  training  and  expertise 
in  foreign  languages  and  international  stud- 
ies through  support  principally  for  compre- 
hensive centers.  Therefore,  the  Conferees 
expect  that  the  amount  of  support  provided 
in  Fiscal  Year  1986  to  comprehensive  and 
undergraduate  centers  shall  remain  at  ap- 
proximately the  same  ratio  in  subsequent 


years.  The  Conferees  also  caution  the  De- 
partment that  the  establishment  of  sepa- 
rate criteria  should  not  be  implemented  in 
such  a  manner  as  to  create  an  additional 
avenue  of  competition  by  comprehensive 
centers  that  are  unable  to  compete  success- 
fully as  comprehensive  centers. 

In  addition,  the  Conferees  require  the 
Secretary  to  "set  criteria  for  grants  awarded 
under  Sec.  602  by  which  a  determination  of 
excellence  shall  be  made  to  meet  the  differ- 
ing objectives  of  comprehensive  and  under- 
graduate institutions."  The  Conferees 
intend  for  the  Department  to  utilize  the 
general  criteria  to  be  used  in  the  grant 
award  process.  The  Department  should  not 
construe  the  mandate  to  set  criteria  to  meet 
the  differing  objectives  of  comprehensive 
and  undergraduate  centers  institutions  as  a 
requirement  to  develop  new  criteria  for 
comprehensive  centers  if  the  current  crite- 
ria is  adequate. 

BUSINESS  AND  INTERNATIONAL  EDUCATION 

The  House  amendment  includes,  as  an  eli- 
gible activity,  study  abroad  to  be  combined 
with  an  internship  in  international  business. 
The  Senate  bill  contains  no  similar  provi- 
sion. 

The  Senate  recedes  with  an  amendment 
reducing  the  scope  of  this  program.  In  es- 
tablishing internships  abroad  as  one  of  the 
eligible  activities  under  this  Part,  the  Con- 
ferees intend  to  enhance  foreign  language 
ability  in  the  languages  of  those  countries 
in  which  there  is  a  great  amount  of  interna- 
tional business  activity  with  the  United 
States  or  in  those  countries  with  which  we 
wish  to  promote  new  avenues  of  business, 
but  for  which  there  is  a  shortage  of  persons 
proficient  in  those  languages. 

ENDOWMENT  FOR  INTERNATIONAL  STUDIES 

The  Senate  bill,  but  not  the  House  amend- 
ment, authorizes  a  new  section,  a  study  of 
the  National  Endowment  for  International 
Studies,  to  assess  weaknesses  and  strengths 
in  international  education  and  foreign  lan- 
guage studies  in  our  nation  at  all  levels  and 
to  determine  the  feasibility  and  structure  of 
an  endowment. 

The  House  recedes. 

The  mandated  study  anticipates  that  the 
existing  and  ongoing  studies  conducted  by 
various  higher  education  and  professional 
associations  will  be  used  as  a  component  of 
the  Departmental  recommendations. 

AUTHORIZATION  OF  APPROPRIATIONS 

The  Authorizations  for  Title  VI.  Part  A 
(excluding  Sec.  607)  follow: 


|ln  millions  ol  dollars) 


Fiscal  year 

Senate  Ml 

House 
Amendmenl 

Omletence 
Agteemeni 

198; 

1988 
1989 



35,000.000 
36,750.000 
38.587.500 
40.567.875 
,     42.775.312 

70.000.000 
(') 
(') 
(') 
(■) 

49.000.000 
(') 
(') 

1990 

(') 

1991 



(•) 

'  Sucli  sums 

The  Authorizations  for  Sec.  607.  Part  A 
follow: 


I  In  millions  ol  dollars) 


Fiscal  year 


Senile  Ml 


House         ConierefKX 
Amendmeol     Agreetnenl 


1987 
1988 
1989 


0 

1,000.000 

1.000.000 

0 

(') 

(') 

0 

(') 

(") 

(a)  The  I 
Senate  bill, 
allow  funds 
research  an 
Senate  recee 

(b)  In  the 
of  Title  VII 

'  the  Senate  I 
to  energy  us 

(c)  The  K 
Senate  bill  i 
poses  for  th 
Title  VII.  Tl 
and  state  i 
treatment  a 
to  provide  fi 
ing  program 
nologies  ant 
tions  to  dei 
creases  or  si 
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cant  architei 


The  Hous' 
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(') 

49,000,000 
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(•) 
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607. 

Part  A 

|ln  millions  of  ddlarsl 


Fiscal  yeai 

^"'>^'>'"      A^S^en, 

Unletence 
Agieemeni 

1990 
1991 

0              (') 
0              (') 

I') 

'  Such  sums 

The  Authorizations  for  Title  VI,  Part  B 
follow: 


I  In  millnns  ol  Mlaisj 


Fiscal  year 

Senate  Ml 

House 
Amendment 

Contetence 
Agreement 

1987 

1988,... 
1989 

2,200 

2,310,400 

2  425  600 

$7 
(') 
(') 
(') 
(■) 

S5 

(') 
(') 

1990 

1991 

:r— 

2,546.900 
2,674,250 

(') 
(') 

'  Such  sums 

TITLE  VII-CONSTRUCTION.  RECON- 
STRUCTION AND  RENOVATION  OF 
ACADEMIC  FACILITIES 

GENERAL  PURPOSES 

(a)  The  House  amendment,  but  not  the 
Senate  bill,  amends  the  general  purposes  to 
allow  funds  to  be  used  to  "maintain"  special 
research  and  instructional  equipment.  The 
Senate  recedes. 

(b)  In  the  general  statement  of  purposes 
of  Title  VII  the  House  amendment,  but  not 

'  the  Senate  bill,  rewords  the  purpose  related 
to  energy  usage.  The  Senate  recedes. 

<c)  The  House  amendment,  but  not  the 
Senate  bill  also  adds  four  new  general  pur- 
poses for  the  uses  of  resources  provided  by 
Title  VII.  These  are  to  comply  with  Federal 
and  state  requirements  for  the  disposal, 
treatment  and  storage  of  hazardous  wastes, 
to  provide  facilities  for  advanced  skill  train- 
ing programs  that  relate  to  emerging  tech- 
nologies and  skill  needs,  to  enable  institu- 
tions to  deal  with  unusual  enrollment  in- 
creases or  significant  internal  programmatic 
enrollment  shifts,  and  to  preserve  signifi- 
cant architecture.  The  Senate  recedes. 

PRIORITY 

The  House  amendment,  but  not  the 
Senate  bill,  provides  for  priority  in  making 
grants  to  renovation  projects.  The  Senate 
recedes. 

AUTHORIZATIONS. 

The  House  amendment  provides  that  no 
funds  may  be  appropriated  for  Parts  A  and 
B  for  any  fiscal  year  unless  at  least  $20  mil- 
lion is  appropriated  for  the  College  Con- 
struction Loan  Insurance  Association.  The 
Senate  recedes. 

The  Senate  bill  and  the  House  amend-, 
ment  provide  the  following  authorizations 
for  Part  A,  grants  for  undergraduate  facili- 
ties. 


Fiscal  yeai 


House  Ml 


Senate  bill 


1987 $50,000,000  S5.000.000 

1988 : ( ' )  5,525,000 

1989 ( ' )  6,076,250 

1990 : ( ' )  6.655,063 

1991-,,..". (')  7,262,816 

'  Such  sums 

The  Senate  bill  and  the  House  amend- 
ment provide  the  following  authorizations 
for  Part  B.  grants  for  graduate  facilities: 


Fiscal  year 


House  bill 


Senate  Ml 


las' - $50,000,000        $5,000,000 

'988 -■ - -               ( ' )  5,525,000 

989 ( .)  6,076,250 

990 (.)  6,655.063 

1991 (1)  7,262,816 

'  Such  sums 

The  authorizations  for  Part  C.  loans  for 
academic  facilities,  are  as  follows: 


Fiscal  year 


House  bill 


Senate  bill 


1987., 
1988. 
1989,. 
1990,, 
1991  „ 


$50,000,000 
(') 
(') 
(') 
(') 


$18,795,000 
19,734,475 
20.721.488 
21,757,562 
22,845,440 


'  Such  sums 

The  authorizations  for  annual  interest 
grants  (Part  D  of  Title  VII  of  the  House 
amendment  and  Section  734  of  the  Senate 
bill  and  current  law)  are  as  follows: 


Fiscal  year 


House  bill 


Senate  Ml 


1987 ,. 1 1)  $24,675,000 

1988 , . (•)  25.908,750 

1989 „...  (■)  27.204,188 

1990  .„ (I)  28.564,397 

1991                                   CI  29,992  617 

'  Such  sums 

The  College  Construction  Loan  Insurance 
Association  (Part  E  of  Title  VII  of  the 
House  amendment  and  Part  F  of  Title  VII 
of  the  Senate  bill)  has  a  total  authorization 
of  $11  million  in  the  Senate  bill  and  $50  mil- 
lion for  FY  1987  and  each  of  the  four  suc- 
ceeding fiscal  years  in  the  House  amend- 
ment. 

The  conference  substitute  provides  for  the 
following  authorizations  for  FY1987: 

Part  A  $15,000,000 

Part  B  $10,000,000 

Part  C  $25,000,000 

Part  D  $25,000,000 

Part  E  $20,000,000 

MAINTENANCE 

Of  the  portion  of  a  Part  A  grant  that  is  to 
be  used  for  instructional  or  research  equip- 
ment and  providing  a  suitable  environment 
for  such  equipment  the  House  amendment, 
but  not  the  Senate  bill,  allows  up  to  15%  to 
be  used  to  maintain  such  equipment  and  en- 
vironment. These  funds  may  also  be  used 
for  upgrading  the  equipment  and  environ- 
ment for  a  period  of  three  years  after  the 
date  of  initial  use.  The  Senate  recedes  with 
an  amendment  modifying  the  percentage  to 
10%  .  including  instrumentation  and  requir- 
ing that  the  recipient  deem  any  upgrading 
to  be  essential  to  the  continued  utility  of 
the  research  or  instructional  instrumenta- 
tion and  equipment. 

PEER  REVIEW 

The  House  amendment,  but  not  the 
Senate  bill,  adds  a  new  requirement  that 
the  Secretary  use  a  "national  peer  review 
panel'  to  make  recommendations  to  the 
Secretary  in  awarding  Part  B  grants.  The 
panel  is  to  make  its  recommendations  to  the 
Secretary  based  on  their  assessment  of  the 
effectiveness  of  the  program  in  the  pro- 
posed use  of  Federal  assistance  and  the 
extent  to  which  the  grant  will  assist  in  over- 
coming deficiencies  in  existing  equipment 
and  facilities.  The  Senate  recedes  with  an 
amendment  requiring  that  the  peer  review 
panel  be  broadly  representative  of  all  typ)es 
and  classes  of  higher  education  institutions. 


CONTENTS  OF  APPLICATION 

The  House  amendment,  but  not  the 
Senate  bill,  specifies  the  contents  of  an  ap- 
plication for  a  Part  B  grant  to  include  a  de- 
scription of  the  basic  research  programs  of 
the  applicant,  an  indication  of  the  ability  of 
the  applicant  to  make  effective  use  of  the 
funds,  a  description  of  the  applicant's  ad- 
vanced training  programs,  an  assessment  of 
the  applicant's  past  and  projected  contribu- 
tions to  the  growth  of  knowledge,  and  such 
other  information  as  the  Secretary  deems 
necessary  to  carry  out  the  purposes  of  the 
program.  The  House  recedes. 

INSTITirriONAL  SHARE 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  the  institution's 
share  of  the  cost  of  a  facility  for  which  a 
Part  B  grant  is  received  may  not  be  derived 
from  another  Federal  program.  The  Senate 
recedes. 

MAINTENANCE 

Of  the  portion  of  a  Part  B  grant  that  is  to 
be  used  for  instructional  or  research  equip- 
ment and  providing  a  suitable  environment 
for  such  equipment  the  House  amendment, 
but  not  the  Senate  bill,  allows  up  to  15%  to 
be  used  to  maintain  such  equipment  and  en- 
vironment. These  funds  may  also  be  used 
for  upgrading  the  equipment  and  environ- 
ment for  a  period  of  three  years  after  the 
date  of  initial  use.  The  Senate  recedes  with 
an  amendment  modifying  the  percentage  to 
10%  .  including  instrumentation  and  requir- 
ing that  the  recipient  deem  any  upgrading 
to  be  essential  to  the  continued  utility  of 
the  research  or  instructional  instrumenta- 
tion and  equipment. 

LOAN  TERMS 

The  House  amendment,  but  not  the 
Senate  bill,  changes  the  current  law  require- 
ment for  Part  C  so  that  loans  bear  an  inter- 
est rate  determined  annually  which  shall 
not  be  more  than  one  quarter  percent  above 
the  average  annual  interest  on  U.S.  securi- 
ties for  the  preceding  year  or  5.5%.  whichev- 
er is  less.  The  Senate  recedes. 

MAINTENANCE 

Of  the  portion  of  a  Part  C  loan  that  is  to 
be  used  for  instructional  and  research 
equipment  and  providing  a  suitable  environ- 
ment for  such  equipment,  the  House  amend- 
ment, but  not  the  Senate  bill,  permits  the 
use  of  up  to  15%  to  maintain  such  equip- 
ment and  environment.  These  funds  may  be 
used  for  upgrading  the  equipment  and  envi- 
ronment for  a  period  of  three  years  after 
the  date  of  initial  use.  The  Senate  recedes 
with  an  amendment  modifying  the  percent- 
age to  10%.  including  instrumentation  and 
requiring  that  the  recipient  deem  any  up- 
grading to  be  essential  to  the  continued  util- 
ity of  the  research  or  instructional  instru- 
mentation and  equipment. 

ALLOWABLE  DISCOUNTS 

(a)  The  House  amendment,  but  not  the 
Senate  bill,  requires  the  Secretary  of  Educa- 
tion to  consult  with  the  Secretary  of  the 
Treasury  in  determining  the  appropriate 
discount  that  may  be  offered  as  an  induce- 
ment to  early  repayment. 

(b)  The  House  amendment  provides  that 
the  discounted  price  which  may  be  offered 
on  a  Part  C  loan  "shall  be  the  present  value 
of  the  scheduled  future  payments  on  the 
loan  discounted  by  using,  as  an  imputed  in- 
terest rate,  the  current  market  yields  on 
outstanding  marketable  obligations  of  the 
United  States  having  comparable  maturi- 
ties." 
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(c)  The  Senate  amendment  provides  that 
the  discounted  price  which  may  t)e  offered 
on  a  Part  C  loan  shall  be  determined  by 
"taking  into  account  the  yield  on  outstand- 
ing marketable  obligations  of  the  United 
States  having  maturities  comparable  to  the 
remaining  term  of  such  loan,  if  (A)  the  re- 
payment is  made  from  non-Federal  sources. 
(B)  the  Secretary  has  received  satisfactory 
assurances  that  the  housing  or  other  educa- 
tional facilities  financed  with  the  loan  will 
continue  to  l)e  used  for  purposes  related  to 
the  original  term  of  the  loan  and  (C)  the  re- 
payment is  made  prior  to  October  1.  1991." 

The  conference  sulwtitute  provides  that 
both  with  respect  to  Part  C  and  the  College 
Housing  Loan  program  the  Secretary  shall 
compute  the  discount  which  may  be  offered 
to  a  borrower  as  an  inducement  to  early  re- 
payment in  an  amount  determined  by  the 
Secretary  to  be  in  the  best  financial  inter- 
ests of  the  Government,  taking  into  account 
the  yield  on  outstanding  marketable  obliga- 
tions of  the  United  States  having  maturities 
comparable  to  the  remaining  term  of  such 
loan.  If  the  Secretary  offers  a  discount  as  an 
inducement  to  early  repayment,  such  offer 
shall  be  available  without  regard  to  whether 
the  borrower  is  delinquent  or  in  default  on 
the  loan  on  October  1.  1986.  but  the  Secre- 
tary shall  refuse  to  make  such  offer  to  a 
borrower  that  Ijecomes  delinquent  or  goes 
Into  default  after  that  date.  The  discount 
offered  shall  apply  to  the  entire  amount 
outstanding  on  the  loan  (including  any 
amount  owed  with  respect  to  payments  that 
are  overdue).  It  is  the  intent  of  the  confer- 
ees that  the  Department  of  Education  con- 
sider all  loans  on  which  there  isoutstanding 
principal  as  eligible  to  participate  in  the  dis- 
counting programs  and  that  all  institutions 
with  outstanding  principal  due  on  loans 
granted  from  the  Department  of  Education 
have  the  first  option  to  purchase  their  loans 
from  the  Department  at  the  discounted 
rate.  It  is  the  very  strong  view  of  the  confer- 
ees that  institutions  participating  regardless 
of  present  status  (in  default  or  with  work- 
out agreements  with  the  Department)  do 
not  have  to  come  current  on  the  outstand- 
ing amounts  owed  to  the  Department  in 
order  to  participate  in  the  discounting  pro- 
gram. 

INTEREST  GRANTS 

The  House  amendment,  but  not  the 
Senate  bill,  establishes  the  existing  program 
of  Annual  Interest  Grants  as  a  separate 
Part  D  of  Title  VII.  The  Senate  recedes. 

REPEAL  or  ACADEMIC  FACILITIES  LOAN 
INSURANCK 

The  House  amendmont.  but  not  the 
Senate  bill,  repeals  the  Academic  Facilities 
Loan  Insurance  Progr.im.  The  Senate  re- 
cedes. 

ESTABLISHMENT  OF  COLLEGE  CONSTRUCTION 
LOAN  INSUH  VNCE  ASSOCIATION 

(a)  Both  the  House  amendment  and  the 
Senate  bill  create  a  new  College  Construe 
tion  Loan  Insurance  Association  (the  Corpo- 
ration) as  a  part  of  Title  VII.  It  is  Part  E  of 
Title  VII  in  the  House  amendment  and  Part 
F  of  Title  VII  in  the  Senate  bill.  The  Senate 
recedes. 

(b)  The  Senate  bill  allows  guarantees  to 
l)e  used  for  an  educational  facilities  purpose. 
The  House  amendment  allows  guarantees  to 
be  used  substantially  for  an  educational  fa- 
cilities purpose.  The  House  recedes  with  an 
amendment  modifying  the  definition  of  an 
education  facilities  purpose  to  include  ac- 
tivities related  to  the  payment  of  financing 
or  transaction  costs. 


(c)  The  House  amendment  permits  the 
Corporation  to  issue  letters  of  credit  and 
undertake  obligations  and  commitments 
"for  the  purpose  of  increasing  the  availabil- 
ity of  funds  for  educational  facilities  and 
equipment."  The  Senate  bill  limits  the  use 
of  these  instruments  only  for  "an  education- 
al facilities  purpose."  The  House  recedes. 

(d)  The  Senate  bill,  but  not  the  House 
amendment,  provides  that  "no  action  under 
section  1491  of  Title  28,  United  States  Code 
(commonly  known  as  the  Tucker  Act)  shall 
be  allowable  against  the  United  States 
based  on  the  actions  of  the  Corporation." 
The  House  recedes. 

(e)  The  Senate  bill,  but  not  the  House 
amendment,  provides  that  the  business  ac- 
tivities of  the  Corporation  shall  always  be 
limited  to  education  facilities  purposes.  The 
House  recedes.  * 

(f)  The  Senate  bill,  but  not  the  House 
amendment,  requires  that  all  of  the  borrow- 
ings and  any  property  acquired  by  the  Cor- 
poration shall  be  use(j  for  educational  facili- 
ties purposes  which  do  not  qualify  under 
usual  business  practices  because  the  educa- 
tional institutions  cannot  obtain  financing, 
loan  guarantees  or  loan  insurance  on  rea- 
sonable terms.  The  House  recedes  with  an 
amendment  providing  that  the  corporation 
shall  be  permitted  to  reinsure  bonds  for  fa- 
cilities purposes  with  the  following  restric- 
tions: during  the  first  full  year  of  the  corpo- 
ration's operation,  not  less  than  10%  of  the 
aggregate  dollar  amount  of  bond  issues  for 
which  the  reinsurance  is  provided  shall  be 
on  liehalf  of  institutions  which  meet  the  fi- 
nancial criteria  indicated  below.  During  the 
second  full  year  of  the  corporation's  oper- 
ation, not  less  than  30%  of  the  aggregate 
dollar  amount  of  the  bond  issues  for  which 
reinsurance  is  provided  shall  be  on  behalf  of 
institutions  which  meet  the  financial  crite- 
ria. During  the  third  full  year  of  the  corpo- 
rations  operation,  and  during  each  year 
thereafter,  not  less  than  50%  of  the  aggre- 
gate dollar  amount  of  the  bond  issues  for 
which  the  reinsurance  is  provided  shall  be 
on  liehalf  of  institutions  which  meet  the  fi- 
nancial criteria.  Bond  issues  which  are  both 
insured  and  reinsured  by  the  corporation 
may  not  be  counted  toward  the  fulfillment 
of  these  requirements.  The  corporation 
shall  be  permitted  to  directly  guarantee  and 
insure  bonds,  loans,  debentures,  notes,  evi- 
dences of  debt,  leases  of  personal,  real  or 
mixed  property,  and  issue  letters  of  credit 
only  on  behalf  of  institutions  which  meet 
the  financial  criteria.  During  the  first  full 
year  of  the  corporation's  operation,  not  less 
than  10%  of  the  aggregate  dollar  amount  of 
the  total  obligations  undertaken  by  the  cor- 
poration in  that  year  shall  consist  of  these 
direct  guarantee  and  insurance  activities. 
During  the  second  full  year  of  the  corpora- 
tion's operation,  not  less  than  30%  of  the 
aggregate  dollar  amount  of  the  total  obliga- 
tions undertaken  by  the  corporation  in  that 
year  shall  consist  of  these  direct  quarantee 
and  insurance  activities.  During  the  third 
full  year  of  the  corporation's  operation,  and 
during  each  year  thereafter,  not  less  than 
50%  of  the  aggregate  dollar  amount  of  total 
obligations  undertaken  by  the  corporation 
in  that  year  shall  consist  of  these  direct 
guarantee  and  insurance  activities.  The  fi- 
nancial criteria  for  determining  which  insti- 
tutions qualify  for  the  Corporation's  serv- 
ices in  accordance  with  the  above  require- 
ments are  as  follows:  Is  that  the  institution 
of  higher  education  or  the  proposed  educa- 
tional facility  project  at  such  institution 
must  be  listed  by  a  nationally  recognized 
statistical  rating  organization  at  any  rating 


below  the  third  highest  rating  of  such  na- 
tionally recognized  statistical  rating  organi- 
zation. The  conferees  intend  that  in  order 
for  an  institution  of  higher  education  or  a 
proposed  educational  facility  project  at  an 
institution  to  be  eligible  for  any  of  the  Cor- 
poration's reinsurance  and  direct  insurance 
and  guarantee  services,  the  institution  or 
project  must  have  a  financial  rating  from  a 
nationally  recognized  statistical  rating  orga- 
nization. While  the  conferees  realize  that  a 
limited  number  of  institutions  which  have 
not  acquired  such  a  rating  will  have  to  do  so 
in  order  to  be  eligible  for  the  Corporation's 
services,  the  conferees  also  recognize  that 
the  use  of  such  ratings  is  the  only  proven 
way  for  the  Corporation  to  objectively 
assess  the  relative  financial  strengths  of  dif- 
ferent institutions.  The  Corporation  shall 
demonstrate  and  provide  evidence  of  the 
fulfillment  of  the  percentage  requirements 
described  in  the  reinsurance  and  the  direct 
guarantee  and  insurance  sections  as  part  of 
the  annual  report  of  the  Corporation's  oper- 
ations and  activities  submitted  to  Congress 
and  the  President.  The  Corporation  shall 
make  a  good  faith  effort  to  publicize  the 
availability  of  its  reinsurance  and  direct  in- 
surance and  guarantee  activities  and  make 
such  information  available  to  institutions  of 
higher  education  throughout  the  nation. 
The  conferees  expect  there  to  be  enough 
demand  for  the  Corporation's  services  to 
enable  it  to  comply  with  the  annual  require- 
ments and  limitation  placed  on  its  reinsur- 
ance and  direct  insurance  and  guarantee 
.services.  However,  the  conferees  understand 
that  during  certain  calendar  years  and 
under  certain  circumstances,  it  may  be  im- 
possible for  the  corporation  to  meet  the  per- 
centage requirements  because  there  is  a 
demonstrated  lack  of  demand  for  the  corpo- 
ration's reinsurance  or  direct  insurance  and 
guarantee  activities.  Under  such  circum- 
stances, the  corporation  must,  as  part  of  its 
annual  report  to  Congress  and  the  Presi- 
dent, provide  assurances  that  there  was  a 
good  faith  effort  to  publicize  its  services  and 
demonstrate  and  provide  evidence  that  its 
failure  to  meet  these  percentage  require- 
ments was  .solely  the  result  of  a  lack  of 
demand. 

(g)  In  the  Senate  bill,  but  not  the  House 
amendment,  incorporators  of  the  Corpora- 
tion are  also  required  to  establish  uniform 
criteria  to  implement  these  requirements. 
The  Senate  recedes.  Because  the  Corpora- 
tion will  use  objective  financial  criteria  to 
determine  which  institutions  are  eligible  for 
its  services,  this  requirement  is  no  longer 
necessary. 

(h)  The  Senate  bill,  but  not  the  House 
amendment,  states  that  the  Corporation 
may  not  serve  the  educational  facilities 
needs  of  any  institution  which  discriminates 
on  the  basis  of  race,  color,  religion,  national 
origin,  sex  or  handicapping  condition.  Insti- 
tutions are  required  to  certify  to  the  Corpo- 
ration that  they  do  not  discriminate  on  any 
of  these  bases.  The  House  recedes  with  an 
amendment  providing  that  with  respect  to 
"religion"  this  prohibition  shall  not  apply  to 
an  educational  institution  which  is  con- 
trolled by  or  which  is  closely  identified  with 
the  tenets  of  a  particular  religious  organiza- 
tion if  the  application  of  this  provision 
would  not  be  consistent  with  the  religious 
tenets  of  such  an  organization. 

ORGANIZATION  OF  ASSOCIATION. 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  that  if  the  Secretary  of  Edu- 
cation or  the  Secretary  of  the  Treasury  fail 
to  appoint  incorporators  within  the  time 


specified.  th« 
elation  can  ( 
after  consult 
tee  on  Labor 
House  Comn 
The  House  n 
viding  that  t 
Education  oi 
to  make  any 
the  board  of 
or  diminish 
other  directc 
elected  to  asj 
as  directors  : 
act  for  all  pi 
corporation. 

The  House 
capital  of  tl 
the  sale  of  v( 
six  months 
while  the  Se 
at  $16  millioi 

The  House 
capital  of  th 
the  four  yt 
month  perio 
common  sto( 
per  year.  Tl 
limit  at  $41  n 

The  Hous 
Senate  bill.  : 
issued  and  s( 
in  the  ratio  o 

The  House 
tary  of  Educi 
lion  in  voting 
tion  during  e 
istence.  subji 
priations.  T 
annual  pure! 
lion. 

The    Housi 
Corporation 
purchase  vot 
through  five, 
years  two  thi 

The  Senat 
providing  th: 
authorized  a: 
purchase,  in 
the  incorpon 
common  stoc 
aggregate  pu 
$20  million;  I 
ing  Associati( 
and  purchas( 
the  incorpori 
common  stoc 
aggregate  pi 
that  the  con 
for  subscript! 
public  durinf 
corporation 
common  sto 
chase  price  o 
than  40%  of ; 
purchase  by  i 
prior  to  beini 

The  Senate 
ment  providt 
insured,  guai 
the  Corporal 
obligation  wl 
faith  and  ere 
House  amenc 
tion  which  is 
wise  backed 
deemed  to  b« 
ally  guaranty 
tion  103(h)  o: 
1954,  as  ame 


UMI 


September  22,  1986 


CONGRESSIONAL  RECORD— HOUSE 


25337 


of  such  Ha- 
ting organi- 
lat  in  order 
ication  or  a 
■oject  at  an 
of  the  Cor- 
;t  insurance 
stitution  or 
ting  from  a 
rating  orga- 
alize  that  a 
which  have 
ave  to  do  so 
orporation's 
ognize  that 
Dnly  proven 

objectively 
igths  of  dif- 
ration  shall 
;nce  of  the 
;quirements 
d  the  direct 
IS  as  part  of 
ition"s  oper- 
to  Congress 
ration  shall 
ublicize  the 
id  direct  in- 
s  and  make 
stitutions  of 
the   nation. 

be  enough 

services  to 
lual  require- 

its  reinsur- 
1   guarantee 

understand 

years  and 
may  be  im- 
leet  the  per- 

there  is  a 
ir  the  corpo- 
surance  and 
jch  circum- 
is  part  of  its 
1  the  Presi- 
Ihere  was  a 
services  and 
nee  that  its 
age  require- 
if  a  lack  of 

t  the  House 
he  Corpora- 
ish  uniform 
?quirements. 
he  Corpora- 
,1  criteria  to 
e  eligible  for 
s  no  longer 

;  the  House 
Corporation 
lal  facilities 
liscriminates 
ion,  national 
dition.  Insti- 
0  the  Corpo- 
inate  on  any 
'des  with  an 
h  respect  to 
not  apply  to 
lich  is  con- 
jntified  with 
>us  organiza- 
lis  provision 
the  religious 

TION. 

ouse  amend- 
■tary  of  Edu- 
rreasury  fail 
in  the  time 


specified,  the  Student  Loan  Marketing  Asso- 
ciation can  only  name  these  incorporators 
after  consultation  with  the  Senate  Commit- 
tee on  Labor  and  Human  Resources  and  the 
House  Committee  on  Education  and  Labor. 
The  House  recedes  with  an  amendment  pro- 
viding that  the  failure  of  the  Secretary  of 
Education  or  the  Secretary  of  the  Treasury 
to  make  any  one  or  more  appointments  to 
the  board  of  the  corporation  shall  not  affect 
or  diminish  the  right  and  power  of  the 
other  directors  who  have  been  appointed  or 
elected  to  assume  and  carry  out  their  duties 
as  directors  and  the  board  so  constituted  to 
act  for  all  purposes  as  the  full  board  of  the 
corporation. 

CAPITAL 

The  House  amendment  provides  that  the 
capital  of  the  corporation  raised  through 
the  sale  of  voting  common  stock  in  the  first 
six  months  may  not  exceed  $30  million, 
while  the  Senate  bill  establishes  this  limit 
at  $16  million. 

The  House  amendment  provides  that  the 
capital  of  the  corporation  raised  in  each  of 
the  four  years  following  the  initial  six 
month  period  through  the  sale  of  voting 
common  stock  may  not  exceed  $55  million 
per  year.  The  Senate  bill  establishes  this 
limit  at  $41  million  per  year. 

The  House  amendment  but  not  the 
Senate  bill,  states  that  such  shares  shall  be 
issued  and  sold  to  the  Secretary  and  SLMA 
in  the  ratio  of  5:1. 

The  House  amendment  permits  the  Secre- 
tary of  Education  to  purchase  up  to  $25  mil- 
lion in  voting  common  stock  of  the  Corpora- 
tion during  each  of  its  first  five  years  in  ex- 
istence, subject  to  the  availability  of  appro- 
priations. The  Senate  bill  limits  these 
annual  purchases  to  not  more  than  $11  mil- 
lion. 

The  House  amendment  authorizes  the 
Corporation  to  offer  for  subscription  and 
purchase  voting  common  stock  in  years  one 
through  five.  The  Senate  bill  so  provides  for 
years  two  through  five. 

The  Senate  recedes  with  an  amendment 
providing  that  the  Secretary  of  Education  is 
authorized  and  directed  to  subscribe  to  and 
purchase,  in  each  of  the  5  years  following 
the  incorporation  of  the  corporation,  voting 
common  stock  of  the  corporation  having  an 
aggregate  purchase  price  of  not  more  than 
$20  million;  that  the  Student  Loan  Market- 
ing Association  is  authorized  to  subscribe  to 
and  purchase  during  the  5  years  following 
the  incorporation  of  the  corporation  voting 
common  stock  of  the  corporation  having  an 
aggregate  purchase  price  of  $25  million; 
that  the  corporation  is  authorized  to  offer 
for  subscription  and  purchase  to  the  general 
public  during  the  5  years  following  the  in- 
corporation of  the  corporation,  voting 
common  stock  having  an  aggregate  pur- 
chase price  of  $100  million;  and  that  not  less 
than  40%  of  such  stock  shall  be  set  aside  for 
purchase  by  institutions  of  higher  education 
prior  to  being  offered  to  the  general  public. 

FEDERAL  GUARANTEE 

The  Senate  bill,  but  not  the  House  amend- 
ment provides  that  "no  obligation  which  is 
insured,  guaranteed  or  otherwise  backed  by 
the  Corporation,  shall  be  deemed  to  be  an 
obligation  which  is  guaranteed  by  the  full 
faith  and  credit  of  the  United  States."  The 
House  amendment  provides  that  "no  obliga- 
tion which  is  insured,  guaranteed  or  other- 
wise backed  by  the  Corporation,  shall  be 
deemed  to  be  an  obligation  which  is  Feder- 
ally guaranteed  within  the  meaning  of  sec- 
tion 103(h)  of  the  Internal  Revenue  Code  of 
1954,  as  amended."  The  House  amendment 


also  provides  that  "the  priority  established 
in  favor  of  the  United  States  by  section  3466 
of  the  Revised  Statutes  (31  U.S.C.  191)  shall 
not  establish  a  priority  over  the  indebted- 
ness of  the  Corporation."  The  House  re- 
cedes with  an  amendment  providing  that  no 
obligation  which  is  insured,  guaranteed,  or 
otherwise  backed  by  the  corporation,  shall 
be  deemed  to  be  an  obligation  which  is  guar- 
anteed by  the  full  faith  and  credit  of  the 
United  States;  that  no  obligation  which  is 
insured,  guaranteed,  or  otherwise  backed  by 
the  corporation,  shall  be  deemed  to  be  an 
obligation  which  is  guaranteed  by  the  Stu- 
dent Loan  Marketing  Association;  and  that 
these  provisions  shall  not  affect  the  deter- 
mination of  whether  such  obligation  is  guar- 
anteed for  purposes  of  Federal  income 
taxes. 

EXEMPTION  FROM  INSURANCE  LAWS 

The  House  amendment,  but  not  the 
Senate  bill,  exempts  the  Corporation  and  its 
activities  from  insurance  laws  and  qualifica- 
tion laws  of  any  state,  territory,  possession, 
commonwealth,  dependency  of  the  United 
States,  and  of  the  District  of  Columbia  until 
the  Student  Loan  Marketing  Association  ac- 
quires all  of  the  voting  common  stock  of  the 
Corporation  owned  by  the  Secretary  of  Edu- 
cation. The  House  recedes. 

SALE  OF  SECRETARY'S  STOCK 

(a)  The  Senate  bill,  but  not  the  House 
amendment,  provides  that  if  the  Secretary 
of  Education  decides  to  sell  his  stock  in  the 
Corporation,  he  must  advise  the  Senate 
Committee  on  Labor  and  Human  Resources 
and  the  House  Education  and  Labor  Com- 
mittee in  writing  of  his  plans  thirty  days 
prior  to  the  sale.  The  House  recedes. 

(b)  The  Senate  bill,  but  not  the  House 
amendment,  provides  that  the  sale  price  of 
the  Corporation  stock  held  by  the  Secretary 
of  Education  shall  in  no  event  be  less  than 
the  original  issuance  price.  The  House  re- 
cedes. 

TERMINATION  OF  OWNERSHIP 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  Section  757  be- 
comes ineffective  if  SLMA  acquires  all  the 
voting  common  stcx;k  owned  by  the  Secre- 
tary. The  House  recedes. 

USE  OF  SALE  PROCEEDS 

The  House  amendment  provides  that  the 
proceeds  of  the  sale  of  the  Corporation's 
stock  held  by  the  Secretary  of  Education 
will  be  paid  into  a  fund  administered  by  the 
Corporation  on  behalf  of  the  Secretary  for 
the  purpose  of  providing  guarantees  and  in- 
surance to  institutions  of  higher  education 
which  do  not  qualify  for  the  Corporation's 
programs  because  of  their  inability  to 
comply  with  its  financial  criteria.  The 
Senate  bill  provides  that  these  proceeds  will 
be  deposited  in  the  general  fund  of  the 
Treasury.  The  House  recedes. 

COLLEGE  HOUSING 

(a)  The  House  amendment  and  the  Senate 
bill  incorporate  with  modifications,  the  ex- 
isting college  Housing  Loan  program  into 
Title  VII.  The  Senate  bill  makes  this  pro- 
gram Part  D  of  Title  VII,  while  the  House 
amendment  makes  it  Part  P  of  Title  VII. 
The  Senate  recedes. 

(b)  The  Senate  bill  provides  that  College 
Housing  Loans  will  bear  an  interest  rate  de- 
termined by  "the  Secretary  of  the  Treasury 
.which  shall  not  be  more  than  the  average 
current  yield  on  outstanding  obligations  of 
the  United  States  of  comparable  maturities 
in  the  month  preceding  the  month  in  which 
the  contract  for  such  loan  is  made."  The 
House  amendment  provides  that  the  inter- 


est rate  on  these  loans  will  be  determined  by 
the  SecreUry  of  Education  and  will  be  "not 
more  than  the  lower  of  (A)  5.5  percent  per 
annum,  or  (B)  the  total  of  one-quarter  of  1 
percent  per  annum  added  to  the  rate  of  in- 
terest paid  by  the  Secretary  on  funds  ob- 
tained from  the  Secretary  of  the  Treasury" 
for  the  program.  The  Senate  recedes. 

(c)  The  House  amendment  specifies  a  re- 
payment period  of  not  exceeding  fifty  years; 
the  Senate  bill  specifies  a  period  of  not  ex- 
ceeding forty  years.  The  Senate  recedes. 

(d)  The  Senate  bill,  but  not  the  House 
amendment,  provides  that  borrowings  by 
the  Secretary  of  Education  from  the  Secre- 
tary of  the  Treasury  for  the  program  after 
the  effective  date  of  this  reauthorization 
"Shall  bear  interest  at  a  rate  determined  by 
the  Secretary  of  the  Treasury  which  shall 
not  be  more  than  the  average  current  yield 
on  outstanding  obligations  of  the  United 
States  of  comparable  maturities  in  the 
month  preceding  the  month  in  which  the 
contract  for  such  loan  is  made."  The  House 
recedes. 

(e)  The  Senate  bill,  but  not  the  House 
amendment  provides  that  no  College  Hous- 
ing loan  application  may  be  made  for  ten 
years  after  the  date  on  which  an  undergrad- 
uate postsecondary  educational  institution 
received  a  loan  under  this  program.  The 
House  recedes  with  a  clarifying  amendment. 

WELCH  HALL 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  $2  million  for  the 
renovation  and  restoration  of  Welch  Hall  at 
Eastern  Michigan  University.  The  Senate 
recedes. 

ACADEMIC  HEALTH  EDUCATION  CENTER 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  $1.8  million  for  up  to 
50%  of  the  cost  of  construction  of  an 
Academic  Health  Education  Center  facility 
at  the  Rochester  Institute  of  Technology. 
The  Senate  recedes. 

ESTEY  HALL 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  $550,000  for  the  ren- 
ovation and  restoration  of  Estey  Hall  at 
Shaw  University  in  Raleigh,  North  Caroli- 
na. The  Senate  recedes. 

ELECTRONIC  NETWORK 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  $2  million  to  provide 
assistance  to  a  four-year  postsecondary  in- 
stitution in  cooperation  with  school  dis- 
tricts, for  the  purpose  of  renovating,  con- 
structing, and  equipping  a  facility  incorpo- 
rating such  technological  advances  as  two- 
way  interactive  video  communications  to 
extend  an  existing  electronic  instructional 
network  for  providing  college  and  advanced 
level  courses  to  talented  and  gifted  second- 
ary school  students.  The  Senate  recedes. 

MAINTENANCE 

The  House  amendment,  but  not  the 
Senate  bill,  provides  a  definition  of  the  term 
"maintenance"  for  purposes  of  Title  VII. 
The  Senate  recedes. 

REPEAL 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  the  College  Housing 
loan  program  in  the  Housing  Act  of  1950. 
The  Senate  recedes. 

FACILITIES 

The  conference  substitute  provides  that 
the  Secretary  shall  provide  financial  assist- 
ance to  the  Bethune  Cookman  College  in 
Volusia  County  in  Florida.  The  Assistance 
made  available  shall  be  used  for  the  con- 


25338 


CONGRESSIONAL  RECORD— HOUSE 


September  22,  1986 


struction  of  the  Mary  McLeod  Bethune  Pine 
Arts  Center  Building  and  for  the  acquisition 
of  related  equipment  and  real  property. 
There  are  authorized  to  be  appropriated 
$6.2  million  to  carry  out  this  provision. 

Senate  recedes  with  an  amendment  au- 
thorizing $1.3  million  to  pay.  the  costs  of  a 
Behavioral  Science  Facility  at  the  Universi- 
ty of  Connecticut.  Storrs.  Connecticut,  and 
$300,000  to  help  establish  a  doctoral  degree 
program  in  Business  Administration  at  the 
University  of  Rhode  Island,  Kingston, 
Rhode  Island. 

TITLE  VIII-COOPERATIVE 

EDUCATION 

AUTHORIZATION  OF  APPROPRIATIONS 

(a)  The  Senate  bill  authorizes: 
FY  1987,  $15,120,000. 

FY  1988.  $15,376,000, 
FY  1989.  $16,670,000, 
FY  1990,  $17,500,000, 
FY  1991,  $18,380,000. 

(b)  Requires  that  not  less  than  75%  of  ap- 
propriations be  used  for  section  802: 

(c)  Limits  appropriations  to  not  more  than 
12'/<2%  of  appropriations  the  amounts  avail- 
able for  demonstration  grants  under  section 
803: 

(d)  Limits  to  not  more  than  10%  of  appro- 
priations the  amount  available  for  training 
and  resource  centers  under  section  803:  and 

(e)  Limits  to  not  more  than  2 '2%  the 
amount  of  appropriations  available  for  re- 
search under  section  803. 

The  House  amendment  authorizes: 

(a)  $25,000,000  for  institutional  grants 
under  section  802  and  $4,000,000  for  demon- 
stration, training,  and  research  grants  under 
section  803.  for  FY  1987:  and 

(b)  such  sums  as  may  be  necessary  for 
each  of  the  four  succeeding  fiscal  years. 

The  House  recedes. 

LIMITATION 

The  House  amendment,  but  not  the 
Senate  bill,  limits  appropriations  for  section 
803  to  not  more  than  20%  of  the  total. 

The  House  recedes. 

MAXIMUM  GRANT 

The  Senate  bill  limits  the  maximum 
award  under  section  802  to  combinations  of 
institutions  to  the  product  of  $345,000  times 
the  number  of  institutions  participating  in 
the  combination,  while  the  House  amend- 
ment limits  the  maximum  award  to  such  in- 
stitutions to  $500,000. 

The  Senate  recedes. 

INSTITUTION-WIDE  PROGRAMS 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  the  Secretary  to 
make  grants,  on  a  competitive  basis,  from 
not  less  than  20%  of  the  sums  appropriated 
under  section  802,  to  higher  education  insti- 
tutions which  provide  institution-wide  coop- 
erative education  programs  for  their  stu- 
dents and  make  major  commitments  of 
their  own  resources  to  those  programs.  The 
House  recedes. 

2-YEAR  PROGRAM 

The  Senate  bill,  but  not  the  House  amend- 
ment requires  that  cooperative  education 
programs  at  institutions,  offering  2-year 
programs  that  are  acceptable  for  full  credit 
toward  a  bachelor's  degree,  be  made 
available  to  students  who  are  certificate 
candidates  and  who  are  carrying  at  least  Vz 
the  normal  full-time  academic  workload. 

The  House  recedes. 
Limitation 

(a)  The  Senate  bill,  but  not  the  House 
amendment,  limits  the  duration  of  grants  to 
individual  units  of  higher  education  institu- 
tions as  well  as  individual  institutions. 


The  Senate  recedes. 

(b)  The  Senate  bill,  but  not  the  House 
amendment,  specifies  that  the  5-year  limita- 
tion shall  apply  whether  the  grant  was  re- 
ceived before  or  after  the  enactment  of  the 
Cooperative  Education  Act  of  1985. 

The  House  recedes. 
Federal  share. 

The  Senate  bill  provides  that  the  Federal 
share  may  not  exceed  90%  for  the  first  year: 
80%  for  the  second  year:  70%  for  the  third 
year,  60%  for  the  fourth  year;  and  30%  for 
the  fifth  year.  The  House  amendment  pro- 
vides that  the  Federal  share  may  not  exceed 
100%,  90%.  80%.  60%  and  30%  respectively. 

The  House  recedes. 
Reapplicalion. 

The  Senate  bill  and  the  House  amend- 
ment limit  the  duration  of  grants  to  five 
years  but  the  Senate  bill  allows  an  institu- 
tion to  apply  for  assistance  again  if  the  in- 
stitution— 

(a)  has  received  a  grant  for  five  years: 

(b)  conducts  a  cooperative  education  pro- 
gram for  at  least  two  academic  years  with- 
out Federal  assistance  and  expends  for  each 
such  year  an  amount  at  least  equal  to  the 
total  cost  of  the  program  in  the  last  year  in 
which  the  institution  received  assistance: 
and 

(c)  provides  statistics  in  its  application  on 
the  number  of  students  enrolled  in  the  pro- 
gram, the  number  of  institutional  person- 
nel, and  the  incomes  of  the  students  en- 
rolled in  the  program  for  each  such  year. 

The  House  amendment  requires  an  insti- 
tution to  maintain  a  cooperative  education 
program  for  at  least  five  fiscal  years  with- 
out Federal  assistance,  at  a  level  at  least 
equal  to  the  amount  expended  for  the  pro- 
gram in  the  last  year  in  which  it  received  as- 
sistance, before  its  eligibility  can  be  rein- 
stated. The  House  bill  does  not  require  the 
submission  of  statistics. 

The  House  recedes. 
Favorable  reception 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  special  consideration  be 
given  to  applications  which  have  a  favorable 
reception  from  private  and  public  employ- 
ers. 

The  House  recedes. 
Special  consideration 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  the  Secretary  to  give  special 
consideration  to  applications  which  demon- 
strate the  institution's  commitment  to  ex- 
tending cooperative  education  on  an  institu- 
tion-wide basis. 

The  House  recedes. 
Special  populations 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  Secretary  to  give 
special  consideration  to  institutions  serving 
special  populations. 

The  Senate  recedes. 
New  recipients 

The  House  amendment,  but  not  the 
Senate  bill,  requires  that  the  number  of 
awards  to  newly  participating  institutions 
shall  be  no  fewer  than  the  number  of  insti- 
tutions becoming  ineligible  after  receiving 
awards  for  five  years. 

The  House  recedes. 
Partnerships  and  comprehensive  programs 

The  Senate  bill,  but  not  the  House  amend- 
ment, authorizes  the  Secretary  to  enter  into 
contracts  for  conducting  training  and  re- 
source centers  designed  to  support  partner- 
ships between  a  comprehensive  cooperative 
education  institution  and  another  institu- 


tion to  assist  such  other  institution  in  devel- 
oping and  expanding  an  existing  cooperative 
education  program  or  to  establish  compre- 
hensive cooperative  education  programs. 
The  House  recedes. 

Section  804 

The  House  amendment,  but  not  the 
Senate  bill,  contains  a  section  804  that  re- 
quires the  Secretary  to  make  competitive 
grants  from  not  less  than  20%  of  the  appro- 
priations for  section  802.  to  institutions, 
which  are  not  receiving  Federal  assistance 
but  which  are  carrying  out  comprehensive 
cooperative  education  programs.  Fifty  per- 
cent of  each  grant  must  be  used  by  the  insti- 
tutions to  assist  other  institutions  in  devel- 
oping or  expanding  their  existing  coopera- 
tive education  programs. 

The  House  recedes. 

TITLE  IX 
Minority  participation 

The  House  amendment  amends  Part  A  of 
Title  IX  to  become  "Grants  to  Institutions 
to  Encourage  Minority  Participation  in 
Graduate  Education." 

The  Senate  recedes  with  a  amendment  de- 
leting Subpart  2  and  maintaining  the  basic 
parameters  of  the  House  language  with  re- 
spect to  Subpart  1.  The  amendment  ensures 
that  existing  Title  IX  programs  will  receive 
adequate  fiinding  before  appropriations  are 
made  for  the  new  initiative. 

In  addition  the  amendment  renames  the 
G'POP  program  the  Patricia  Roberts 
Harris  Fellowship  program  and  increases 
stipends  to  $10,000. 

The  Conferees  intend  that  the  new  Sub- 
part 1  program  will  be  implemented  by  insti- 
tutions principally  through  the  provision  of 
summer  research  internships,  augmented  by 
seminars  and  related  educational  activities. 

Minimum  grant 

The  Senate  bill  repeals  the  requirement  in 
Fellowships  for  Graduate  and  Professional 
Study  that  grants  to  single  institutions 
cannot  be  less  than  $75,000  while  the  House 
amendment  requires  that  the  minimum 
grant  not  be  less  than  $100,000. 

The  House  recedes. 

Application  evaluation 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  Secretary  in  evalu- 
ating applications  for  Graduate  and  Profes- 
sional Fellowships  to  assess  the  extent  to 
which;  Applicants  previously  receiving 
grants  under  Title  IX  B  achieved  the  objec- 
tives of  the  previous  grants;  and  the  appli- 
cant has  demonstrated  high  quality  in  its 
academic  program. 

The  House  recedes.  The  Conferees  expect 
that  the  Secretary,  in  evaluating  grant  ap- 
plications, will  assess  the  extent  to  which 
applicants  can  document  an  effective  com- 
mitment to  minority  graduate  and  profes- 
sional education  and  the  extent  to  which 
applicants  which  previously  received  grants 
under  this  part  achieved  the  specified  objec- 
tives for  students  previously  supported 
under  this  program. 
Mining  fellowship 

The  House  amendment,  but  not  the 
Senate  bill,  eliminates  grants  for  mining  fel- 
lowships. 

The  Senate  recedes. 

Award  amounts 

The  Senate  bill  requires  that  the  mini- 
mum amount  that  may  be  paid  to  any  insti- 
tution for  any  student  may  not  be  less  than 
$4,200.  while  the  House  amendment  re- 
quires that  the  Secretary  pay  amounts  to 
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institutions  for  students  equal  to  amounts 
paid  by  the  National  Science  Foundation 
and  other  similar  agencies. 

The  Senate  recedes. 
Individual  award 

The  House  amendment,  but  not  the 
Senate  bill,  allows  maximum  graduate  and 
professional  fellowship  award  of  $10,000. 
The  Senate  bill  limits  awards  to  $7,000. 

The  Senate  recedes. 
Jacob  J.  Javits  fellowship 

The  Senate  bill,  but  not  the  House  amend- 
ment, amends  the  National  Graduate  Fel- 
lows Program  to  refer  to  recipients  as 
"Jacob  J.  Javits  Fellows." 

The  House  recedes  with  an  amendment. 
Fellowship  board 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  that  the  members  of  the  Fel- 
lowship Board: 

(a)  be  appointed  by  the  Secretary  instead 
of  the  President: 

(b)  be  reduced  to  13  individuals  between 
July  31,  1987  and  August  1,  1989,  11  individ- 
uals between  August  1,  1989  and  August  1, 
1991,  and  9  individuals  thereafter; 

(c)  have  experience  in  doctoral  education 
in  the  arts,  humanities,  and  social  studies: 

(d)  establish  general  policies  for  the  pro- 
gram: 

(e)  establish  general  criteria  for  distribu- 
tion of  fellowships; 

(f)  appoint  panels  of  academic  scholars 
with  distinguished  backgrounds  in  the  arts, 
humanities,  and  social  sciences: 

(g)  prepare  and  submit  to  Congress  a 
report  at  least  once  every  3  years  on  modifi- 
cations in  the  program. 

The  House  recedes. 

The  Conferees  wish  to  highlight  the  ex- 
pectation that  the  Secretary  will  assure  ap- 
pointees to  the  Board  are  well  respected 
scholars  with  broad  experience  in  education 
at  the  doctoral  level.  The  conference  agree- 
ment modifies  the  responsibilities  of  the 
Board  to  focus  on  the  development  of  gener- 
al policies  and  not  specific  information.  Al- 
though the  Conference  agreement  reduces 
the  size  of  the  Board  from  fifteen  to  nine 
members,  the  intent  of  the  change  is  not  to 
alter  the  tenure  of  current  members  of  the 
Board. 
Term  of  office 

The  Senate  bill,  but  net  the  House  amend- 
ment, limits  terms  of  office  to  4  years. 

The  House  recedes. 
Selection  criteria 

The  Senate  bill,  but  not  the  House  amend- 
ment, deletes  the  requirement  that  the 
number  of  recipients  each  year  in  each  field 
not  exceed  the  number  allocated  to  that 
field  by  the  Fellowship  Board. 

The  Senate  recedes. 
Effective  date 

The  Senate  bill,  but  not  the  House  amend- 
ment, makes  reconstitution  of  the  Board  ef- 
fective with  appointments  to  fill  vacancies. 

The  House  recedes. 
Stipends 

The  House  amendment,  but  not  the 
Senate  bill,  requires  that  fellowships  pro- 
vide a  level  of  support  comparable  to  other 
graduate  fellowship  programs  in  the  science 
and  engineering  fields.  The  Secretary  is  also 
required  to  pay  $6,000  to  institutions  for 
each  fellowship  recipient  at  the  institution. 

The  Senate  recedes. 

The  Conferees  intend  that  stipends  shall 
be  adjusted  so  as  not  to  exceed  a  fellow's 
demonstrated  level  of  need,  based  on  meas- 
urements of  need  that  reflect  the  financial 


circumstances  of  doctoral  students  and  the 
purpose  of  the  program  to  encourage  highly 
talented  students  to  undertake  graduate 
study.  Institutions  should  feel  free  to  sup- 
plement stipends  for  teaching  or  research 
activities  required  as  conditions  for  receipt 
of  a  doctoral  degree. 

Graduate  assistance  in  areas  of  national 
need 

The  House  amendment,  but  not  the 
Senate  bill,  creates  a  program  for  "Gradu- 
ate Assistance  in  Areas  of  National  Need." 
which  provides  a  fellowship  program 
through  departments  and  programs  of 
higher  education  institutions  to  assist  grad- 
uate students  in  areas  of  national  need. 
Awards  are  also  made  to  institutions  for  im- 
proving the  quality  of  their  academic  pro- 
grams. 

The  Senate  recedes  with  an  amendment 
requiring  that  all  grant  monies  received  by 
an  institution  under  this  part  be  used  for 
support  of  fellowship  stipends  and  cost  of 
education  payments  in  lieu  of  tuition  and 
fees. 

The  Conferees  are  concerned  that  many 
eligible  students  may  leave  the  universities 
in  which  they  are  enrolled  in  order  to  find 
the  resources  necessary  for  their  disserta- 
tion research.  Certain  non  degree  granting 
institutions,  such  as  museums,  cooperating 
with  graduate  schools,  provide  a  large  por- 
tion of  the  research  resources  and  instruc- 
tion received  by  these  students.  In  recogni- 
tion of  this  lact.  the  Conferees  provide  that 
students  at  these  non  degree  granting  insti- 
tutions can  compete  for  fellowships.  Confer- 
ees intend  that  students  at  non  degree 
granting  institutions  should  not  receive 
preference  over  students  at  degree  granting 
institutions. 

Preference 

The  House  bill,  but  not  the  Senate  bill, 
amends  the  Law  School  Clinical  Experience 
Programs  to  include  a  preference  for  pro- 
grams providing  legal  experience  in  the 
preparation  and  trial  of  actual  cases,  includ- 
ing administration  cases  and  the  settlement 
of  cases  outside  the  courtroom.  The  Senate 
recedes. 

Authorizations 
The    authorizations    for    Subpart    1    of 
Grants  to  Institutions  to  Encourage  Minori- 
ty Education  are  as  follows: 


I  In  millions  of  dollars] 


Fiscal  yeai 


Senate  Dill       House  bill       Agreement 


1987 NA  70  10 

1988.: W  '    (')  (') 

1989 W  (')  el 

1990 M  (')  (') 

1991 NA  (■)  {•) 

'  Such  sums 

The  authorizations  for  Subpart  2  of 
Grants  to  Institutions  to  Encourage  Minori- 
ty Education  are  as  follows: 


|ln  millions  ol  dollafsl 


Fiscal  yeai 

Senate  bill 

House  bill 

Agreement 

1987 

NA 

15 

(• 

NA 

1988    ,. 

1989 

1990 

— 

NA 

NA 
NA 
NA 

NA 
NA 
NA 

1991 

NA 

The  authorizations  for  Fellowships  for 
Graduate  and  Professional  Study  are  as  fol- 
lows: 


I  In  millions  o<  lUtars] 


fiscal  ifear 


Senale  M       House  bill       A{reefflenl 


1987 
1988 
1989 
1990 
1991 


itin 

Vfn 

nia 

nK3 


30 

(') 

!'' 
(■) 


3S 

(') 
(') 
(■) 

(') 


'  Sucli  sums 

The  authorizations  for  National  Graduate 
Fellows  Program  are  as  follows: 


I  In  millions  ot  Ooliats] 


Fiscal  year 


Senale  bill      House  bill      Agreemem 


1987 
1988 
1989 
1990 
1991 


2.6K 

rm 

3.l« 


10 

(■) 

!'' 
(') 
(■) 


(') 
(') 
(') 

CI 


'  Sucli  sums 


The  authorizations  for  Graduate  Assist- 
ance in  Areas  of  National  Need  are  as  fol- 
lows: 


|ln  millions  ol  iMIaisI 
Fiscal  year  Senate  bill       House  bill       Agreement 

1987  NA       5C       30 

1988  NA  (',  (■) 

1989  NA  (•)  (!) 

1990  NA       •       ' 

1991 NA  (■'  ;.) 

■  'Such  sums 

The  authorizations  for  Assistance  for 
Training  in  the  Legal  Profession  are  as  fol- 
lows: 


I  In  millions  ol  (tollats| 


Fiscal  yeat. 


Senate  bill      House  bill      Agfeemenl 


'  Such  sums 


1987     1575  b  5 

1988   16537  (>)  (') 

1989     1763437  (')  (•) 

1990 „ _ 1823259  (')  (') 

1991 .„_ 187M21  (■)  (!) 

'  Such  sums 

The  authorizations  for  Law  School  Clini-' 

cal  Experience  are  as  follows: 


[In  millions  of  dodars] 

Fiscal  year  Senate  M       House  biH       Agreemenl 

1987      1575                5  5 

1988 .. 16537  (•)  (') 

1989 1763437  (■  (') 

1990  1823259  (')  (•) 

1991        1874421  (')  (■) 

'  Such  sums 

TITLE  X 
National  board  appointment 

(a)  The  House  amendment,  but  not  the 
Senate  bill,  changes  the  appointment  of  the 
FIPSE  Board  by  the  Secretary  to  appoint- 
ment by  the  President  with  the  advice  and 
consent  of  the  Senate  and  the  President 
also  designates  the  Chairman  of  the  Board. 

The  House  recedes. 
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(b)  The  House  amendment,  but  not  the 
Senate  bill,  makes  conforming  changes  in 
terms  and  appointments  with  the  change  to 
Presidential  appointment  of  the  Board. 

The  House  recedes. 
Priorities 

The  House  amendment,  but  not  the 
Senate  bill,  provides  that  the  FIPSE  Board 
will  establish  the  priorities  for  making 
annual  awards. 

The  House  recedes. 
Scope 

The  House  amendment,  but  not  the 
Senate  bill,  expands  the  functions  of  the 
Board  to  include  advising  the  Secretary  and 
the  Director  on  the  priorities  for  improving 
postsecondary  education. 

The  Senate  recedes. 
Secretary's  authority 

The  House  amendment,  but  not  the 
Senate  bill,  prohibits  the  Secretary  from 
setting  or  modifying  the  Board's  priorities. 

The  House  recedes. 
Authorizations 

The  authorizations  for  PIPSE  are  as  fol- 
lows: 


Fiscal  yea' 


.  „,,,  h,ii      CotIhcicc 
ameranwi      *"^'* ""       agieemenl 


House 


1987 

\m -.-. 

isn 

$20,000,000 
(•) 

S13  3M).0O0    SM.SOO.OOO 
14,010,000              1') 
14,710,000              (■) 

199( 

CI 

15,450000               (') 

1991 

(') 

16  220000               ,M 

'  Sudtsums 

MISIP 

Both  the  House  amendment  and  the 
Senate  bill  reauthorize  the  Minority  Institu- 
tions Science  Improvement  Program  (MSIP) 
for  fiscal  years  1987  through  1991. 

The  House  amendment,  but  not  the 
Senate  bill,  delineates  the  authority  of  the 
Minority  Institutions  Science  Improvement 
Program. 

The  Senate  recedes. 

Minority  support 

The  House  amendment,  but  not  the 
Senate  bill,  delineates  the  authority  for  the 
Minority  Support  in  Science  and  Engineer- 
ing Programs. 

The  Senate  recedes. 
Special  service  project 

The  House  amendment,  but  not  the 
Senate  bill,  delineates  the  authority  for  the 
Special  Service  Projects  Programs. 

The  Senate  recedes. 
Authorizations 

(a)  The  authorizations  for  MISIP  are  as 
follows: 


Repealer 

The  House  amendment,  but  not  the 
Senate  bill,  repeals  the  establishment  of  the 
Bureau  of  Occupational  and  Adult  Educa- 
tion and  the  Community  College  Unit. 

The  Senate  recedes. 
Community  services 

The  Senate  bill,  but  not  the  House  amend- 
ment, adds  a  new  Part  B  to  Title  X  which 
establishes  a  discretionary  grant  program  to 
institutions  of  higher  education  and  other 
public  agencies  and  nonprofit  organizations 
"to  support  innovative  projects  in  order  to 
determine  the  feasibility  of  encouraging  stu- 
dent participation  in  community  service 
projects  in  exchange  for  educational  serv- 
ices or  financial  assistance  and  thereby 
reduce  the  debt  acquired  by  students." 

The  House  recedes. 

The  conferees  are  concerned  about  the 
growing  indebtedness  of  students  attending 
postsecondary  institutions,  and  the  impact 
of  this  debt  burden  on  future  career  choices. 
In  addition,  the  Carnegie  Foundation  study 
released  in  1985  documents  the  decline  in 
the  number  of  students  volunteering  for 
community  activities  because  of  the  compet- 
ing pressures  of  work  and  study.  Funds 
awarded  under  this  part  will  assist  higher 
education  institutions  address  these  con- 
cerns and  develop  innovative  alternatives 
for  students. 
Community  college  unit 

The  Senate  bill,  but  not  the  House  amend- 
ment, amends  the  Department  of  Education 
Organization  Act  to  establish  a  Community 
College  Unit  in  the  Office  of  Postsecondary 
Education  and  to  require  that  it  have  a  Di- 
rector who  is  a  GS-17. 

The  Senate  recedes. 
Applications. 

The  Senate  bill,  but  not  the  House  amend- 
ment, requires  that  all  applications  must  be 
approved  by  the  FIPSE  Board. 

The  House  recedes. 
Authorizations 

The  Senate  bill,  but  not  the  House  amend- 
ment, authorizes  the  following  apropria- 
tions  for  Part  B: 

(a): 


Fscal  itx 

House  Ml 

S«iule  W 

Contetence 
a?re«me(il 

IW 

$12,000,000 

(') 
(') 

(') 

$5,250,000 
5.125,000 
5.789.125 
6,078.580 
6.982  500 

$7,500,000 

UH- 

i') 
(') 
(') 

mu 

(■i 

(■) 

'  Such  sums 

(b)  The  House  amendment,  but  not  the 
Senate  bill,  also  specifies  that  50%  of  the 
funds  appropriated  under  this  part  will  be 
used  for  the  Minority  Science  Improvement 
Program,  33.33%  will  be  used  for  the  Minor- 
ity Support  in  Science  and  Engineering  Pro- 
grams and  16.67%  for  the  Special  Service 
Projects  Program. 

The  Senate  recedes. 


Conlerence 

ajieemeni 


Fiscal  year: 

1987 

1988 
1989 


$3,800,000 

$3,000,000 

4,000,000 

CI 

4,200,000 

I'i 

1990    4,400,000 

1991  4,600,000 


(') 


I  Sucti  sums, 

(b)  No  funds  may  be  appropriated  in  any 
fiscal  year  for  this  Part  unless  funds  are  ap- 
propriated for  Part  A. 

The  House  recedes  with  an  amendment  in- 
cluding Part  B  as  well  as  Part  A  in  the  fund- 
ing priority. 

TITLE  XI 
Repeal 

The  Senate  bill  repeals  Title  XI  of  the 
Higher  Education  Act  while  the  House 
amendment  extends  the  current  Urban 
Grant  University  Program  and  creates  a 
new  Part  B.  the  Higher  Education  and  Eco- 
nomic Development  Program,  which  encour- 
ages the  participation  of  postsecondary  edu- 
cation institutions  in  activities  which  fur- 
ther economic  growth  and  productivity. 

The  Senate  recedes  with  an  amendment 
modifying  and  clarifying  the  provisions  of 
both  parts. 


Authorizations 

The  House  amendment,  but  not  the 
Senate  bill,  authorizes  $40  million  for  FT 
1987  and  such  sums  for  each  of  the  succeed- 
ing fiscal  years  to  be  divided  equally  be- 
tween Part  A  and  Part  B. 

The  Senate  recedes  with  an  amendment 
making  the  split  %  for  part  B  and  Va  for 
part  A  with  an  authorization  of  $15  million 
for  FY  1987  and  such  sums  for  each  of  the 
four  succeeding  fiscal  years. 

Wagner  Institute  of  Urban  Public  Policy 

The  House  amendment  includes  a  Part  C, 
of  Title  XI.  which  authorizes  $2  million  to 
provide  assistance  to  City  University  of  New 
York  to:  establish  the  Wagner  Institute  of 
Urban  Public  Policy  to  coordinate  resources 
for  the  development  of  solutions  to  pressing 
urban  and  social  problems. 
The  Senate  recedes. 

TITLE  XII 
Territories 

The  House  amendment,  not  the  Senate 
bill,  requires  the  Secretary  to  promulgate 
regulations  in  accordance  with  the  recom- 
mendations in  the  report  titled  "Postsecond- 
ary Education  in  the  U.S.  Territories'  (May 
1982)  in  order  to  adapt  programs  to  the 
needs  of  Guam,  the  Virgin  Islands.  Ameri- 
can Samoa,  the  Trust  Territories  of  the  Pa- 
cific Islands,  and  the  Northern  Mariana  Is- 
lands, within  six  months  after  the  date  of 
enactment  of  the  reauthorization  Act. 

The  Senate  recedes. 

Disclosure  of  foreign  gifts 

(a)  The  Senate  bill  establishes  a  floor  of 
$250,000.  after  which  disclosure  of  gifts 
must  be  made.  The  House  amendment  also 
establishes  a  floor  of  $250,000  except  when 
conditions  have  been  applied  to  the  use  of 
the  gift,  in  which  case  the  floor  is  lowered 
to  $100,000.  The  House  recedes. 

(b)  The  House  amendment  refers  to  re- 
ceipt of  gifts  within  a  fiscal  year:  the  Senate 
bill  within  a  calendar  year.  The  House  re- 
cedes. 

(c)  The  Senate  bill  requires  disclosure  by 
January  31  or  July  31  (whichever  is  sooner). 
The  House  amendment  requires  disclosure 
within  90  days  of  receipt  of  a  gift. 

The  House  recedes. 

(d)  The  House  amendment,  but  not  the 
Senate  bill,  requires  the  identity  of  an  indi- 
vidual giving  the  gift  to  be  included  in  the 
report  when  conditions  on  its  use  are 
present. 

The  House  recedes. 

(e)  The  Senate  bill  allows  disclosure  of  an 
aggregate  amount  when  more  than  one  gift 
has  been  received  from  one  country,  except 
when  conditions  are  present,  in  which  case 
each  gift  of  $250,000  or  more  must  be  re- 
ported separately.  The  House  amendment 
has  no  comparable  provision. 

The  House  recedes. 

(f)  The  Senate  bill  requires  States  and/or 
executive  agencies  with  which  reports  are 
filed  (exempting  institutions  from  filing  di- 
rectly with  the  Secretary)  to  file  with  the 
Secretary. 

The  House  amendment  requires  this  only 
of  States. 

The  House  recedes. 

The  conferees  wish  to  note  that  as  of  the 
enactment  of  this  act  several  states  have  en- 
acted legislation  requiring  the  disclosure  of 
foreign  gifts.  It  is  the  intention  of  the  con- 
ferees that  institutions  residing  in  such 
states  shall  be  viewed  as  having  complied 
with  disclosure  requirement  "substantially 
similar"  to  the  requirements  of  this  act,  and 
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that  they  therefore  need  not  file  directly 
with  the  Secretary. 

(g)  The  House  amendment  treats  a  "non- 
resident alien"  as  a  foreign  source.  The 
Senate  bill  applies  thjs  term  to  any  individ- 
ual who  is  not  a  "citizen"  or  "national"  of 
the  U.S. 

The  House  recedes. 

(h)  The  House  amendment  uses  the  term 
"grant"  whereas  the  Senate  bill  refers  to 
"gift". 

The  House  recedes. 

(i)  The  Senate  bill,  but  not  the  House 
amendment,  articulates  the  definition  of 
"restricted  gift",  noting  each  instance  con- 
stituting a  category  to  which  restrictions 
would  apply. 

The  House  recedes. 

(j)  The  Senate  bill  sunsets  the  entire  pro- 
vision in  August  1989.  The  House  amend- 
ment has  no  comparable  provision. 

The  House  recedes. 
National  Accreditation  Committee 

The  Senate  bill  extends  the  National  Ad- 
visory Committee  on  Accreditation  and  In- 
stitutional Eligibility  through  1991.  The 
House  amendment  extends  it  through  1992. 

The  House  recedes. 
Recognition  Process  Study 

The  Senate  bill,  but  not  the  House  amend- 
ment, establishes  a  Joint  Study  Commission 
on  Postsecondary  Institutional  Recognition 
to  conduct  a  study  of  the  institutional  and 
programmatic  recognition  process  used  by 
the  Department  of  Education  in  determin- 
ing institutional  or  programmatic  eligibility 
for  student  participation  in  Federal  student 
assistance  programs.  $1,000,000  is  author- 
ized for  the  study. 

The  House  recedes  with  clarifying  amend- 
ments. 
Foreign  Students 

The  House  amendment,  but  not  the 
Senate  bill,  spells  out  the  rights  of  institu- 
tions of  higher  education  in  ensuring  the  fi- 
nancial responsibility  of  foreign  students. 

The  Senate  recedes. 
Cost  of  Higher  Education 

The  House  amendment  requires  the  Sec- 
retary of  Education  to  establish  a  National 
Task  Force  on  the  Cost  of  Higher  Education 
and  to  report  to  the  Congress  within  two 
years. 

The  House  recedes  with  an  amendment  to 
place  it  in  Title  XIII. 

REENACTMENT  OF  TITLES 

The  amendments  made  by  this  Act  are,  in 
many  cases,  accomplished  by  amending 
entire  titles  or  parts  of  the  Higher  Educa- 
tion Act  of  1965  "to  read  as  follows".  While 
this,  in  effect,  constitutes  a  reenactment  of 
these  titles,  the  managers  do  not  intend 
such  reenactment  to  be  construed  as  a  legis- 
lative affirmation  of  existing  practices.  In 
addition,  these  amendments  of  entire  titles 
and  parts  add  various  subsection  and  other 
headings.  These  headings  are  provided  for 
the  convenience  of  the  reader  and  are  not 
intended  by  the  managers  to  alter  the 
meaning  of  any  provision  to  which  they 
apply. 
Sexually  transmitted  diseases 

The  House  amendment,  but  not  the 
Senate  bill,  requires  the  Secretary  of  HHS 
to  conduct  a  study  of  sexually  transmitted 
diseases  among  college  students. 

The  House  recedes. 

MISCELLANEOUS  PROVISIONS 

Peace  Institute 

The  Senate  bill,  but  not  the  House  amend- 
ment, extends  authorization  for  the  United 


States  Institute  of  Peace  for  FY  1987  and 
FY  1988  and  permits  funds  appropriated  to 
remain  available  until  expended. 

The  House  recedes. 
Carl  Albert  Center 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  the  $2  million  appropri- 
ated for  the  Carl  Albert  Congressional  Re- 
search and  Studies  Center  need  not  be 
matched  on  a  dollar  for  dollar  basis  as  pro- 
vided in  the  statute  authorizing  the  Center. 

The  House  recedes  with  a  clarifying 
amendment. 

Homeless  shelter 

The  Senate  bill,  but  not  the  House  amend- 
ment, expresses  the  serise  of  the  Senate 
that  the  Administration  should  immediately 
release  a  portion  of  the  $5  million  the  Ad- 
ministration has  agreed  to  provide  for  a 
shelter  for  the  homeless  in  the  District  of 
Columbia. 

The  Senate  recedes. 
Impact  aid 

The  Senate  bill,  but  not  the  House  amend- 
ment, provides  that  the  Secretary  shall 
accept  an  application  for  pinpoint  Disaster 
assistance  from  the  Preston  County  Board 
of  Education,  West  Virginia. 

The  Senate  recedes. 

Authorization  cap 

In  determining  the  authorization  levels 
for  programs  under  the  Higher  Education 
Act,  the  Conferees  imposed  an  overall 
spending  cap  for  all  authorizations.  For 
fiscal  year  1987  the  cap  is  $10.2  billion. 

According  to  the  Congressional  Budget 
Office  (CBO),  the  Guaranteed  Student 
Loan  provisions  in  the  Act  will  cost  $3,113 
billion  for  FY  1987  and  the  Pell  Grant  pro- 
visions will  cost  $3,921  billion.  Therefore. 
$3,166  billion  remains  to  be  expended  in  the 
other  programs.  Specific  authorization 
levels  are  mandated  for  all  the  other  pro- 
grams in  FY  1987. 

For  each  of  the  four  subsequent  years,  the 
$3,166  billion  is  inflated  according  to  CBO 
estimates  for  inflation  for  higher  education 
programs  for  each  year  respectively.  As  a 
result  the  spending  cap  for  programs  other 
than  GSL  and  Pell  is  $3,351  billion  for  FY 
1988.  $3,552  for  FY  1989,  $3,771  billion  for 
FY  1990,  and  $4,007  billion  for  FY  1991.  In- 
dividual programs  have  "such  sums"  au- 
thorizations: however,  their  total  appropria- 
tion cannot  exceed  the  cap  for  each  year. 

The  GSL  and  Pell  grant  program  are  not 
confined  by  the  authorization  cap  in  fiscal 
years  1988  through  1991.  The  elements  of 
both  the  Pell  Grant  and  the  GSL  programs 
are  designed  under  the  parameters  of  fund- 
ing set  for  those  programs  in  FY  1987. 

REENACTMENT  OF  TITLES 

The  amendments  made  by  this  Act  are,  in 
many  cases,  accomplished  by  amending 
entire  titles  or  parts  of  the  Higher  Educa- 
tion Act  of  1965  "to  read  as  follows".  While 
this,  in  effect,  constitutes  a  reenactment  of 
these  titles,  the  managers  do  not  intend 
such  reenactment  to  be  construed  as  a  legis- 
lative affirmation  of  existing  practices.  In 
addition,  these  amendments  of  entire  titles 
and  parts  add  various  subsection  and  other 
headings.  These  headings  are  provided  for 
the  convenience  of  the  reader  and  are  not 
intended  by  the  managers  to  alter  the 
meaning  of  any  provision  to  which  they 
apply. 

TITLE  XIII-STUDIES  AND 
EVALUATIONS 
Both    the    House    amendment    and    the 
Senate  bill  contain  numerous  studies  to  "-e 


conducted  during  the  5-year  reauthorization 
cycle.  The  Conferees  agreed  to  place  all  the 
studies  in  one  title  and  to  eliminate  any 
overlapping  studies  by  combining  them  as 
appropriate.  The  studies  included  in  Title 
XIII,  which  have  not  l»een  previously  noted, 
include  the  following  items  which  are  to  be 
conducted  by  the  Secretary  through  the 
Office  of  Education  Research  and  Improve- 
ment or  the  Center  for  Education  Statistics. 

Study  on  the  F^calating  Cost  of  Higher 
Education.  The  SecreUry  is  directed  to  give 
consideration  to  the  impact  of  the  escalat- 
ing cost  on  lower  and  middle  income  stu- 
dents and  families,  the  impact  on  female 
and  minority  students,  the  impact  on  career 
choices  made  by  students,  and  the  relation- 
ship between  escalating  costs  and  the  Feder- 
al student  financial  assistance  programs. 

Teacher  Supply  and  Demand.  A  new  per- 
manent research  and  data  collection  author- 
ity under  section  406  of  GEPA  is  authorized, 
directing  the  Secretary  to  periodically 
assess  current  and  future  trends  in  the 
supply  and  demand  for  teachers,  including 
preschool  and  early  childhood  education 
and  development.  This  new  emphasis  is  in- 
tended to  provide  the  Congress  with  infor- 
mation and  data  on  a  timely  basis  for 
making  policy  decisions  with  regard  to  long 
and  short  term  needs  in  the  teaching  profes- 
sion, the  number  and  proportion  of  women 
and  minorities  entering  the  field,  the  demo- 
graphic and  educational  qualifications  of 
new  entrants  into  the  profession,  and  the 
effects,  if  any  of  state  educational  reforms 
requiring  teacher  competency  testing  and 
increased  graduation  requirements  for  high 
school  seniors,  on  teacher  supply  and 
demand. 

Study  on  Equitable  Student  Aid  for  Farm 
Families.  The  Secretary  shall  conduct  a 
study  of  financial  aid  formulas  with  special 
attention  to  devising  a  more  equitable  for- 
mula for  farm  families. 

Additionally,  the  General  Accounting 
Office  is  directed  to  conduct  the  following 
studies: 

Volunteers 

The  Secretary  is  required  to  conduct  a 
study  of  how  volunteers  can  best  be  used  in 
the  classroom  and  to  contract  with  the  Na- 
tional Academy  of  Sciences  for  a  concurrent 
independent  study  of  the  same  issue.  The 
Secretary  and  the  Academy  are  to  prepare 
and  submit  a  report  to  Congress  within  one 
year. 

Study  of  Practices  of  State  Guaranty 
Agencies  and  Multistate  Guarantors  under 
the  Guaranteed  Student  Loan  FYogram. 
The  purpose  of  the  report  is  to  investigate 
on  a  comparative  basis— the  due  diligence 
practices  of  lenders,  the  default  rates  and 
recovery  rates  of  student  loans,  changes  in 
loan  volume,  methods  of  soliciting  student 
borrowers,  potential  for  fraudulent  double 
borrowing  by  students,  participation  agree- 
ments between  types  of  lenders,  eligible  in- 
stitution participation  agreements,  adequa- 
cy of  reserve  funds,  types  of  services  provid- 
ed to  lenders,  institutions,  and  borrowers, 
truth-in-lending  provisions,  profiles  of  bor- 
rowers and  defaulters,  coordination  of  loan 
and  grant  programs,  student  access  to  loan 
assistance,  and  the  need  for  administrative 
cost  allowances.  The  Comptroller  General  is 
to  prepare  and  submit  the  report  within  2 
years. 

In  directing  the  study,  it  is  the  intention 
of  the  Conferees  that  information  be  devel- 
oped on  the  characteristics  of  t)orrowers  and 
defaulters  to  assist  the  Congress  in  differen- 
tiating the  risks  incurred  by  various  agen- 
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cies  on  the  basis  of  the  socio-economic  char 
acteristics.  or  nature  of  educational  pro 
gram  of  borrowers. 

Study  of  Multiple- Year  Lines  of  Credit. 
The  GAO  is  directed  to  evaluate  the  feasi- 
bility and  efficiency  of  permitting  students 
to  establish  lines  of  credit  with  eligible  lend- 
ers under  Part  B  and  to  report  to  the  Con- 
gress within  two  years. 

Study  of  Multiple  Disbursement.  The 
GAO  is  directed  to  evaluate  the  impact  of 
the  multiple  disbursement  system  on  stu- 
dents and  institutions  and  to  report  their 
findings  to  the  Congress  within  two  years. 

Student  Loan  Consolidation.  The  GAO  is 
directed  to  evaluate  the  cost  and  efficiency 
and  impact  of  the  consolidation  loan  pro- 
gram and  report  to  the  Congress  within  two 
years. 

The  Senate  also  recedes  with  an  amend- 
ment relieving  Faulkner  University  (previ- 
ously named  Alabama  Christian  College)  of 
its  $147,681.39  debt  to  the  Department  of 
Education  and  the  interest  accruing  from 
August  15.  1983. 

Inadvertently,  when  Alabama  Christian 
shifted  from  a  2-year  to  a  4-year  institution, 
student  loans  were  offered  to  juniors  and 
seniors  before  the  university  had  received 
full  accreditation.  These  loans  plus  interest 
constitute  the  sum  for  which  the  Depart- 
ment of  Education  is  seeking  repayment. 

The  Senate  recedes  with  an  amendment 
authorizing  $2.7  million  to  cancel  certain 
debt  services  obligations  for  Department  of 
Education  project  5-1-00665-0.  dated 
August  5.  1981. 

99.  TITLE 

The  House  title  is  -Institute  For  Native 
American  Culture  and  Art  Development: 
Act."  The  Senate  title  is  "Native  American 
Culture  and  Art  Development  Act." 

House  recedes  with  an  amendment  stipu- 
lating a  comprehensive  title  for  the  Act 

100.  FINDINGS 

Senate  provision  adds  a  funding  that  the 
enhancement  and  preservation  of  nature  art 
and  culture  has  a  fundamental  impact. 

House  recedes. 

101.  ESTABLISHMENT 

House  provision  establishes  a  Federal  cor- 
poration. Senate  provision  adds  that  the  In- 
stitute shall  have  succession  until  dissolved 
by  Congress  and  that  only  Congress  may 
amend  its  charter. 

House  recedes  with  an  amendment  alter- 
•  ing  the  name  of  the  corporation. 

102.  BOARD  OF  TRUSTEES 

(a)  The  House  bill  establishes  a  19 
member  Board  of  Trustees  to  govern  the  In- 
stitute, appointed  by  the  Secretary  of  the 
Interior  stipulating  (a)  they  must  be  Native 
Americans  or  others  recognized  in  the  field: 
(b)  there  must  be  particular  Congressional 
representation;  (c)  the  Presidents  (d):  of  the 
Instit.  of  the  Student  Org.  will  serve  ex  offi- 
cio; (e)  consultation  with  Tribes  before  ap- 
pointment, including  notice  and  nomina- 
tions: and  (f )  regional  representation. 

(b)  Terms  will  be  for  6  years,  with  the  ini- 
tial Board  serving  staggered  terms.  Vacan- 
cies will  be  filled  on  the  same  basis  as  the 
original  appointment  and  for  the  unserved 
version  of  the  appointment. 

(c)  There  are  provisions  for  removal, 
meetings  and  quorum,  and  election  of  offi- 
cers will  be  by  the  Board  (at  its  initial  meet- 
ing). The  Board  is  assigned  functions  to 
govern  the  Institute  and  itself,  and  compen- 
sation for  Board  members  is  set.  For  so  long 
as  any  Institute  employees  are  covered  by 
Civil  Service,  Board  decisions  on  personnel 


issues  must  be  submitted  to  the  Secretary  of 
the  Interior,  who  may  disapprove  the  deci- 
sion for  just  cause. 

(d)  The  Senate  provision  is  basically  simi- 
lar, with  the  following  differences:  (1)  the 
Board  would  be  composed  of  18  members, 
appointed  by  the  President;  (2)  all  Board 
members  must  be  Native  Americans;  (3)  the 
numbers  of  Indian  and  Congressional  repre- 
sentatives, and  their  makeup  is  different;  (4) 
there  is  no  provision  for  the  Presidents  of 
the  Institute  or  Student  Orgs,  to  serve  ex 
officio;  (5)  there  is  no  requirement  for  publi- 
cation. 

(e)  The  Senate  bill  contains  no  similar 
provisions  on  unserved  vacancies,  removal, 
meetings,  or  review  of  Board  decisions  by 
the  Secretary  of  the  Interior.  The  Senate 
bill  stipulates  that  the  term  of  a  Congres- 
sional member  of  the  Board  shall  terminate 
at  the  end  of  the  members  Congressional 
term,  and  that  Congressional  members  shall 
not  vote  on  issues.  The  Senate  bill  stipulates 
that  the  President  will  appoint  the  initial 
officers. 

House  recedes  with  an  amendment  limit- 
ing the  number  of  members  of  the  Board, 
stipulating  required  consultation  for  nomi- 
nations to  the  post,  limiting  removal  of 
Board  Members,  stipulating  compensation, 
and  requiring  review  of  Board  decisions  by 
the  Secretary  of  the  Interior  (for  the  first  2 
years). 

103.  EXECUTIVE  BOARD 

The  House  bill  establishes  a  5  member  Ex- 
ecutive Board  of  the  Board  of  Trustees  lo 
assist  in  governance  of  the  Institute,  there 
is  no  similar  Senate  provision. 

Senate  recedes. 

104.  POWERS 

The  House  bill  enumerates  the  powers  of 
the  Board.  The  Senate  bill  vests  the  powers 
in  the  Institute.  Both  provisions  are  basical- 
ly similar,  with  the  Senate  bill  adding  the 
authority  to  acquire  insurance. 

Senate  recedes  with  an  amendment  retain- 
ing the  authority  to  obtain  insurance. 

105.  PRESIDENT 

Both  bills  provide  for  a  President  of  the 
Institute,  who  shall  be  the  chief  executive 
Officer.  Compensation  cannot  exceed  the 
rateof  GS-15. 

In  the  Senate  bill:  (a)  compensation  could 
not  exceed  the  rate  of  GS-18;  and  (b)  the 
President  is  given  general  authority  over  ap- 
pointment, duties  and  compensation  for  all 
employees. 

Such  employees  would  not  be  Civil  Serv- 
ice, though  Federal  provisions  with  respect 
to  Labor-Management  relations  and  Work- 
men's Compensation  would  apply. 

House  recedes  with  an  amendment  delet- 
ing the  Senates  provisions  giving  the  Presi- 
dent of  the  Institute  powers  over  staff. 

106.  STAFF 

The  House  bill,  but  not  the  Senate,  has  a 
detailed  section  on  the  staff  of  the  Institute, 
stipulating  that  while  they  would  not  be 
Civil  Service,  compensation  should  be  set  at 
a  rate  comparable  with  the  General  Sched- 
ule. The  President  of  the  Institute  would 
have  6  months  to  establish  policies  and  pro- 
cedures governing  personnel  matters.  Dis- 
charge and  conditions  of  employment  must 
provide  for  rapid  and  equitable  dispute  reso- 
lution and  hearing.  There  is  provision  for 
Native  American  preference  in  hiring  and  a 
right  to  an  appeal  to  the  Board.  Current 
Civil  Service  employees  have  a  protected 
right  to  transfer,  or  can  elect  to  remain 
under  the  new  system.  Provision  is  made  for 
the  protection  or  retirement  of  annual  or 


sick  leave.  Employees  will  still  be  covered  by 
Civil  Service  Retirement. 

Senate  recedes  with  an  amendment  to 
retain  the  Senate  provisions  on  Workman's 
Compensation  and  Employee  Bargaining, 
and  to  amend  the  House  language  relating 
to  the  process  for  dismissal. 

107.  CENTER  BOARD 

The  Senate  bill,  but  not  the  House  bill,  in- 
cludes specific  Departments  on  the  Board, 
but  does  not  limit  the  Board  to  only  them. 

House  recedes. 

108.  PREFERNCE 

The  Senate  bill  sets  out  Native  American 
preference  in  admissions  and  enrollment, 
employment,  contracts,  fellowships  and 
grants.  No  similar  House  provision. 

House  recedes. 

109.  TAX  STATUS 

The  Senate  bill  states  that  the  Institute 
and  its  property  are  tax-exempt  of  all  taxes, 
regardless  of  taxing  authority.  No  similar 
House  provision. 

House  recedes. 

110.  TRANSFERS 

The  House  and  Senate  provisions  are  basi- 
cally the  same,  with  the  following  exep- 
tions— the  House  bill,  but  not  the  Senate 
bill,  transfers  real  property  and  assets, 
states  that  the  determination  of  the  matters 
to  be  transferred  should  not  be  based  upon 
the  administrative  entity  in  control  of  them 
prior  to  the  transfer,  and  establishes  a  2 
year  transfer  period,  to  ease  the  transition; 
additionally,  the  House  provision  states  that 
existing  laws  and  regulations,  which  are  ap- 
plicable shall  remain  in  effect,  while  the 
Senate  bill  states  that  only  those  laws  and 
regulations  which  are  appropriate  and  not 
inconsistent  with  the  provisions  of  this  title 
shall  remain  in  effect. 

House  recedes  with  an  amendment  clarify- 
ing that  no  museum  real  property  is  trans- 
ferred and  retaining  the  2-year  transition 
period  to  full  Board  control. 

111.  BUDGET 

The  House  bill,  but  not  the  Senate  provi- 
sion, requires  the  Secretary  of  the  Interior 
to  submit  the  budget  proposal  of  the  Insti- 
tute for  the  first  2  years,  after  which  the 
Board  shall  submit  a  direct  budget  proposal. 
The  House  bill  also  states  that  the  Congress 
should  not  consider  private  fundraising  in 
determining  appropriations  levels. 

Senate  recedes. 

112.  COMPLIANCE 

The  Senate  bill  specifically  lists  a  number 
of  laws  which  .shall  apply  to  the  Institute. 
There  is  no  similar  House  provision. 

House  recedes. 

113.  ENDOWMENTS 

The  House  bill  authorizes  an  endowment 
program  of  matching  grants.  For  this  pur- 
pose, the  Secretary  of  the  Interior  is  to 
make  available  not  more  than  $500,000.  No 
similar  Senate  provision. 

Senate  recedes. 

114.  NATIVE  H.AWAIIANS 

The  Senate  bill,  but  not  the  House  provi- 
sion, includes  Native  Hawaiians  in  the  defi- 
nition of  Native  American  and  includes  a 
separate  definition  of  Native  Hawaiian. 

House  recedes  with  an  amendment  desig- 
nating the  Institute  for  Indians  out  as  Part 
A  and  designating  Part  B  as  a  separate  pro- 
gram for  Native  Hawaiian  studies. 
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115.  AUTHORIZATIONS 

The  House  bill  authorizes  such  sums  as 
may  be  necessary.  The  Senate  bill  author- 
izes $4  million  for  each  fiscal  year. 

Senate  recedes  with  an  amendment  stipu- 
lating $4  M  for  the  Indian  Institute  under 
Part  A  and  $1  M  for  the  Native  Hawaiian 
program  under  Part  B  for  FY  1987,  and  for 
each  succeeding  FY.  such  sums  as  may  be 
necessary  thereafter. 

"In  enacting  the  Native  Hawaiian  provi- 
sion the  conferees  were  pleased  to  support 
the  efforts  of  the  indigenous  peoples  of 
Hawaii  to  preserve  their  art  and  cultural 
history.  The  Bishop  Museum  is  to  be  com- 
mended for  taking  the  lead  in  this  impor- 
tant endeavor  and  the  conferees  intend  that 
the  newly  authorized  Native  Hawaiian  pro- 
gram will  be  located  at  the  Bishop  Museum, 
Honolulu,  Hawaii.  The  conferees  further 
direct  that  there  shall  be  established  by  the 
Governor  of  Hawaii  a  formal  Board  of 
Trustees  for  the  program  which  shall  be 
chaired  by  the  chairman  of  the  Office  of 
Hawaiian  Affairs,  and  with  the  Vice-Chair- 
man  being  the  President  of  the  Bishop 
Museum.  The  President  of  the  University  of 
Hawaii  shall  also  serve  as  a  voting  member 
of  the  Board.  The  Governor,  after  consulta- 
tion with  Native  Hawaiian  organizations, 
shall  appoint  10  additional  members  to  the 
board  and  shall  ensure  that  their  terms 
rotate,  at  least  every  six  years.  Further,  the 
conferees  direct  that  a  report  be  submitted 
to  the  Congress  annually  by  the  Depart- 
ment describing  the  efforts  being  made  to 
date  to  identify  and  preserve  and  perpet- 
uate Native  Hawaiian  art  and  culture." 
Declaration  of  policy 

(a)  In  the  declaration  of  policy,  the  House 
bill,  but  not  the  Senate  bill,  includes  the 
phrase  "Inequalities  of  opportunity  to  re- 
ceive high  quality  education  remain  pro- 
nounced." 

Senate  recedes. 

(b)  The  Senate  bill  declares  a  policy  of 
promoting  "the  quality  and  equity"  of 
American  education;  the  House  amendment 
declares  a  policy  of  promoting  "the  improve- 
ment" of  American  education. 

House  recedes. 
Definitions 

(a)  The  Senate  bill  defines  in  paragraph 
(3)  the  following  terms:  "Assistant  Secre- 
tary", "Council",  and  "Office".  The  House 
bill  defines  these  terms  within  the  text  of 
subsection  (b). 

House  recedes. 

(b)  The  House  bill  defines  the  terms  of 
"Assistant  Secretary",  "Council",  and 
"Office"  within  the  text  of  this  subsection; 
the  Senate  bill  defines  these  terms  in  sub- 
section (a). 

House  recedes. 
Education  statistics 

The  House  bill  refers  to  a  "Center  for  Sta- 
tistics" throughout  these  provisions:  the 
Senate  bill  refers  to  a  "Center  for  Education 
Statistics". 

House  recedes. 
Priorities 

Both  the  Senate  bill  and  the  House  bill 
identify  priority  research  and  development 
needs.  The  House  amendment  identifies 
four  needs.  With  slightly  different  wording, 
the  Senate  bill  identifies  these  four  needs 
and  also  includes  five  additional  priority 
needs: 

(a)  science,  arts,  humanities,  and  foreign 
languages; 

(b)  data  base  for  special  populations; 

(c)  adult  education  and  literacy  research; 


(d)  postsecondary  opportunities;  and 

(e)  research  on  educational  professionals. 
The  Senate  bill,  but  not  the  House  bill, 

extends  research  priorities  for  equal  educa- 
tional opportunity  to  "minority  students" 
and  "gifted  and  talented  students". 

House  recedes. 
Officials 

The  House  bill,  but  not  the  Senate  bill, 
specifically  identifies  "educational  profes- 
sionals and  policy  makers"  to  whom  infor- 
mation should  be  disseminated. 

Senate  recedes. 
Publication  of  priorities 

The  House  bill,  but  not  the  Senate  bill, 
specifies  that  the  Secretary  must  publish 
proposed  research  priorities  in  the  Federal 
Register. 

Senate  recedes. 
Responsibilities 

(a)  In  regard  to  the  Secretary's  responsi- 
bilities to  difcharge  listed  functions  of  the 
Office,  the  House  bill  is  permissive;  the 
Senate  bill  is  mandatory. 

House  recedtes. 

<b)  The  Senate  bill,  but  not  the  House  bill, 
specifies  that  assisting  and  fostering  re- 
search, collection,  dissemination,  and  train- 
ing shall  be  carried  out  through  grants,  co- 
operative arrangements,  and  technical  as- 
sistance. 

House  recedes  with  an  amendment  clarify- 
ing that  when  cooperative  agreements  are 
negotiated  between  the  Secretary  or  the 
Office  and  eligible  providers,  that  any 
changes  from  the  initial  agreement  be  nego- 
tiated by  the  Secretary  or  the  Office  with 
the  eligible  providers. 

Personnel 

(a)  The  House  bill  amends  the  GEPA  pro- 
vision and  deletes  trie  DEOA  provision;  the 
Senate  bill  amends  the  DEOA  provisions 
and  deletes  the  GEPA  provision. 

Senate  recedes. 

(b)  The  House  bill  limits  appointments  to 
not  more  than  20  percent  of  the  Office 
staff;  the  Senate  bill  limits  appointments  to 
not  more  than  175  persons. 

Senate  recedes. 

(c)  The  House  bill  limits  tenure  to  three 
years.  The  Senate  bill  has  no  tenure  limit. 

Senate  recedes  with  amendment  stating 
that  the  Secretary  may  reappoint  such  em- 
ployees upon  presentation  of  a  clear  and 
convincing  justification  of  need,  for  one  ad- 
ditional term  not  to  exceed  three  years.  All 
such  employees  shall  work  on  activities  of 
the  Office  and  shall  not  be  reassigned  to 
other  duties  outside  the  Office  during  their 
term. 

(d)  The  House  bill  applies  the  provisions 
to  "scientific  or  professional  employees"; 
the  Senate  bill  applies  the  provisions  to  "sci- 
entific, technical,  or  professional  employ- 
ees." 

Senate  recedes. 

(e)  The  House  bill,  but  not  the  Senate  bill, 
provides  a  waiver  from  these  provisions  for 
three  employees,  selected  by  the  Secretary, 
who  were  hired  by  NIE  under  the  GEPA 
provision  and  were  employed  by  the  Office 
both  on  April  1.  1986.  and  on  the  date  of  en- 
actment of  these  amendments. 

Senate  recedes  with  an  amendment  stat- 
ing that  individuals  who  are  employed  on 
the  date  of  enactment  of  this  Act  and  were 
employed  by  such  Office  on  April  1,  1986, 
and  who  were  employed  under  excepted 
hiring  authority  provided  by  Sec.  209  of  the 
Department  of  Education  Organization  Act 
or  Sec.  405  of  the  General  Education  Provi- 
sions Act  may  continue  to  be  employed  for 
the  duration  of  their  current  term. 


Secretary's  functions 

(a)  The  House  bill,  but  not  the  Senate  bill, 
includes  the  following  entities  through 
whom  the  Secretary  may  carry  out  the  Of- 
fice's activities:  public  organizations,  public 
institutions,  and  private  agencies. 

Senate  recedes. 

(b)  The  House  bill,  but  not  the  Senate  bill, 
allows  the  Secretary  to  carry  out  the  func- 
tions of  the  Office  by  providing  technical 
assistance. 

Senate  recedes. 

(c)  The  House  bill  mandates  solicitation  of 
recommendations  and  advice,  use  of  peer 
review,  and  determinations  regarding  assist- 
ed activities.  The  Senate  bill,  with  different 
wording,  provides  that  these  methods  shall 
be  used  "to  the  fullest  extent  possible". 

Senate  recedes  with  an  amendment  giving 
an  exemption  when  such  peer  review  proce- 
dures are  clearly  inappropriate  given  such 
factors  as  the  relatively  small  amount  of  a 
grant  or  contract  or  the  exigencies  of  the 
situation  (i.e.  need  to  quickly  plan  a  small 
meeting. 

(d)  The  Senate  bill  mandates  that  the  Sec- 
retary shall  determine  that  the  activities 
supported  by  an  award  "are  consistent  with 
the  purposes  and  priorities  of  the  Office ". 
The  House  amendment  mandates  that  they 
"Will  meet  priority  research  and  develop- 
ment needs  under  this  section". 

Senate  recedes. 

Regional  labs 

(a)  The  Senate  bill,  but  not  the  House  bill, 
requires  the  priority  research  and  develop- 
ment needs  of  the  labs  to  be  determined  by 
the  labs'  governing  boards. 

House  recedes. 

(b)  The  Senate  bill  provides  that  Centers 
may  be  operated  by  public  agencies  or  pri- 
vate non-profit  organizations.  The  House 
bill  provides  that  Centers  may  be  operated 
by  institutions  of  higher  education  in  con- 
sort with  public  agencies  or  private  non- 
profit organizations. 

Senate  recedes. 

(c)  The  Senate  bill,  but  not  the  House  bill, 
requires  proposals  that  have  been  invited  by 
the  Secretary  to  be  on  a  competitive  basis. 

House  recedes. 

Applications 

The  House  bill,  but  not  the  Senate  bill, 
specifies  that  prior  to  awarding  grants  or 
entering  into  contracts  for  labs  and  centers, 
the  Secretary  must  invite  applications  to 
compete  through  notice  in  the  Federal  Reg- 
ister. 

Senate  recedes. 

Conditions 

The  House  bill,  but  not  the  Senate  bill,  in- 
cludes conditions  that  must  be  adhered  to 
prior  to  the  making  of  a  grant  or  entering 
into  of  a  contract  for  a  lab  or  center: 

(a)  the  Office  must  solicit  proposals  from 
the  Labs  and  Centers: 

(b)  such  proposals  must  be  developed  by 
the  Labs  and  Centers  in  consultation  with 
the  Office;  and 

(c)  the  Office  must  determine  if  the  pro- 
posals are  consistent  with  the  activities  the 
Office  is  charged  with  carrying  out. 

Senate  recedes. 

Meritorious  proposals 

The  House  bill,  but  not  the  Senate  bill, 
specifies  that  the  Secretary  shall  make 
available  adequate  funds  to  support  merito- 
rious unsolicited  proposals  and  provide  ade- 
quate notice. 

Senate  recedes. 
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NAEP 

(a)  The  Senate  bill  specifies  that  the  Sec- 
retary, through  the  Office,  shall,  carry  out 
the  National  Assessment  of  Educational 
Progress:  whereas  the  House  bill  specifies 
that  the  Office  shall  carry  out  the  Assess- 
ment. 

Senate  recedes. 

(b)  The  Senate  bill,  but  not  the  House  bill, 
requires  the  National  Assessment  award  to 
be  made  to  a  non-profit  educational"  orga- 
nization. 

House  recedes. 

(c)  The  Senate  bill,  but  not  the  House  bill, 
specifies  that  the  National  Assessment  in- 
clude information  on  special  groups  of  indi- 
viduals. 

House  recedes. 

(d)  The  Senate  bill  requires  the  Assess- 
ment Policy  Committee  to  be  established 
•with  the  advice  of  the  Secretary." 

Senate  recedes. 

(e)  The  House  bill  requires  the  periodic 
review  of  the  Assessment  to  be  reported  to 
the  Congress  and  the  President:  the  Senate 
bill  requires  the  review  to  be  reported  to  the 
Congress  and  the  Nation. 

House  and  Senate  recede  to  each  other  so 
that  the  As.se.ssment  is  reported  to  the  Con- 
gress. President  and  the  Nation. 
Authorization 

(a)  The  House  bill  authorizes  sections  405 
and  406  for  fiscal  years  1987.  1988.  and  1989: 
the  Senate  bill  authorizes  these  sections 
through  fiscal  year  1991.  (See  also  the  sec- 
tion in  the  bill  pertaining  to  statistics.) 


House 

Stclion  405 

406- 

Total 

m                                 ...  J51.200.000 

19M     -                           ■-—, -•• 

1989 

1990                                              

S20.000.000 

$n.2o«.ooo 
(') 

Senate 

SectniK 

405  and 

406- 

Seclnn  405 

(labs) 

Total 

198)           .      $53231,000 

1981 _ 

$19,000,000 

$72.231000 
(') 
(') 

Mt                          — .  - 

(•■•) 

wr:::::::z:: ::::::: 

(•■•1 

'  N«P  ma>  tK  (undefl  undet  405 
'  Eadules  lundmg  tot  late 
'Sudisums 

The  Senate  and  House  receded  to  each 
other  with  an  amendment. 

There  are  authorized  to  be  appropriated 
to  carry  out  the  provisions  of  this  section. 
$72,231  million  for  fiscal  year  1987  and  such 
sums  as  may  be  necessary  for  each  of  the 
fiscal  years  1988  through  1991. 

Of  the  funds  appropriated  for  any  fiscal 
year  under  this  section,  except  as  provided 
in  the  succeeding  sentence,  (A)  not  less  than 
$17.76  million  shall  be  available  in  each 
fiscal  year  to  carry  out  the  section  relating 
to  centers.  (B)  not  less  than  $17.0  million 
shall  be  available  in  each  fiscal  year  to  carry 
out  the  section  of  the  Act  relating  to  labs, 
(C>  not  less  than  $5.7  million  shall  be  avail- 
able in  each  fiscal  year  to  carry  out  the  sec- 
tion relating  to  ERIC.  (D)  not  less  than  $4.0 
million  shall  be  available  in  each  fiscal  year 
to  carry  out  the  section  relating  to  NAEP, 
(E)  not  less  than  $8.7  million  shall  be  avail- 
able in  each  fiscal  year  to  carry  out  the  sec- 
tion of  the  Act  relating  to  the  Center  for 
Educational  Statistics  and  (P)  not  less  than 


$500,000  shall  be  available  in  each  fiscal 
year  to  carry  out  the  section  of  the  Act  re- 
lating to  field  initiated  research.  If  the  sums 
appropriated  for  any  fiscal  year  are  less 
than  $53,713  million  (total  of  (A)-(F)).  the 
amounts  specified  in  each  clause  in  the  pre- 
vious sentence  shall  be  ratably  reduced.  The 
President's  Annual  Budget  Request  shall  be 
broken  down  in  accordance  with  authorized 
uses  set  out  in  Section  405.  including  at  a 
minimum  the  uses  specified  in  clauses  (A)- 
(F). 

The  Conference  Committee  establishes  a 
single  authorization  for  the  Office  of  Educa- 
tional Research  and  Improvement  and 
places  a  hold  harmless  at  least  at  the  1986 
level  for  regional  educational  laboratories, 
research  and  development  centers,  fieid  ini- 
tiated studies.  Educational  Resources  Infor- 
mation Centers.  National  Assessment  of 
Educational  Progress  and  the  Center  for 
Education  Statistics.  This  hold  harmless 
should  not  be  construed  as  a  ceiling  on 
these  activities.  Rather,  it  represents  a  mini- 
mum level  of  appropriations  necessary  to 
insure  a  balanced  portfolio  of  research  and 
statistics  for  the  office.  Sufficient  flexibility 
remains  within  the  authorization  to  allow 
the  activities  to  grow  in  response  to  emerg- 
ing educational  needs  and  priorities.  Mainte- 
nance of  effort  provisions  for  the  Office  of 
Education  Research  and  Information  refer 
to  both  the  number  of  grants  and  the 
budget  levels  committed  to  OERI  programs 
by  categories  listeJ  in  statute. 

It  is  important  to  note  for  the  first  time, 
the  authorization  addresses  field  initiated 
studies  as  a  separate  activity.  In  recent 
years  there  has  been  a  sharp  decline  in  sup- 
port for  research  activities  out.side  of  the 
worlc  conducted  by  the  educational  labs  and 
centers.  This  decline  suggests  that  sparse 
and  less  diverse  information  will  be  avail- 
able on  which  to  base  future  decisions  about 
education.  The  Committee  believes  there  is 
a  growing  need  for  independent  research 
and  through  this  new  emphasis,  it  is  hoped 
thai  important  new  avenues  of  inquiry  and 
contributions  to  the  field  of  educational  re- 
search will  be  provided. 

Furthermore,  the  conferees  intend  that 
the  information  breakout  documents  aicom- 
panying  the  President's  Annual  Budge'-  Re- 
quest demonstrates  the  allocation  of  funds 
between  educational  labs,  centers.  NAEP. 
ERIC,  the  Center  for  Educational  Statistics, 
and  field-initiated  research. 

(b)  The  Senate  bill,  but  not  the  House  bill, 
specifies  that  the  Secretary  may  not  enter 
into  a  contract  for  labs  for  a  period  in 
excess  of  5  years. 

House  recedes. 

Funds 

The  House  bill  specifies  that  not  less  than 
95  percent  and  the  Senate  bill  specifies  that 
not  less  than  90  percent  of  the  funds  appro- 
priated for  any  fiscal  year  must  be  carried 
out  through  grants,  cooperative  agreements, 
or  contracts. 

Senate  recedes. 

Maintenance  of  effort 

The  Senate  bill,  but  not  the  House  bill,  in- 
cludes a  maintenance  of  level  funding  provi- 
sion for  the  Center  for  Educational  Statis- 
tics. NAEP.  and  ERIC. 

See  prior  'comment'"  under  the  section  in 
the  report  pertaining  to  authorizations. 

Transition 

The  House  bill,  but  not  the  Senate  bill,  in- 
cludes a  transition  provision  (change  from 
NIEtoOERI).   ' 

Senate  recedes. 


Center 

The  House  bill  establishes  a  "Center  for 
Statistics"'  within  the  Office  of  Educational 
Research  and  Improvement,  the  Senate  bill 
establishes  a  'Center  for  Education  Statis- 
tics". 

House  recedes. 

Data  collection 

The  House  bill,  but  not  the  Senate  bill,  re- 
quires the  Center  to  collect,  collate  and  ana- 
lyze the  data  on  a  State  by  State  basis  if 
feasible. 

Senate  recedes. 

Technical  amendment 

The  House  bill,  but  not  the  Senate  bill, 
contains  a  technical  amendment  updating  a 
reference  to  the  education  division  in  Sec- 
tion 406(b)(5). 

Senate  recedes. 

Staggered  terms 

The  Senate  bill,  but  not  the  House  bill, 
eliminates  provisions  in  current  law  requir- 
ing three-year  staggered  terms  for  members 
of  the  Advisory  Council  on  Education  Sta- 
tistics and  requiring  that  this  Council  meet 
at  least  four  times  a  year. 

Senate  recedes. 

Annual  report 

The  Senate  bill,  but  not  the  House  bill. 
eliminates  certain  components  of  the  man- 
dated annual  report  on  the  Center's  activi- 
ties: (1)  describe  activities  of  the  Center 
during  the  current  fiscal  year  and  project 
activities  for  the  next  year  and  (2)  contain 
estimates  of  the  cost  of  these  projected  ac- 
tivities. 

Senate  recedes. 

(b)  The  House  bill,  unlike  the  Senate  bill, 
also  makes  a  technical  and  conforming 
amendment. 

Senate  recedes. 

AuthoriBations 

See  prior  "comment"  under  the  section  in 
the  report  pertaining  to  research  for  a  chart 
describing  the  differences  in  authorization 
levels  between  the  Senate  bill  and  the 
House  bill. 
National  Diffusion  Network 

The  House  bill,  but  not  the  Senate  bill, 
amends  the  provisions  in  Chapter  2  of  ECIA 
pertaining  to  the  National  Diffusion  Net- 
work. 

Senate  recedes. 

Effective  date 

The  House  bill,  but  not  the  Senate  bill,  in- 
cludes an  effective  date  of  October  1,  1986. 

House  recedes. 

Paperwork 

The  Senate  bill,  but  not  the  House  bill,  re- 
peals section  400A  of  GEPA  pertaining  to 
control  of  paperwork. 
Senate  recedes. 

For  consideration  of  all  provisions  (except 
section  157)  of  the  Senate  bill  and  all  provi- 
sions of  the  House  amendment  and  modifi- 
cations committed  to  conference: 

Augustus  F.  Hawkins, 
"William  D.  Ford, 
Joseph  M.  Gaydos. 
Mario  Biacgi. 
Pat  Williams, 
Major  R.  Owens. 
Charles  A.  Hayes, 
Carl  C.  Perkins, 
Terry  L.  Bruce, 
Stephen  J.  Solarz, 
Mervyn  M.  Dymally, 
Dennis  E.  Eckart, 
Timothy  J.  Penny. 
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Chet  Atkins, 
James  M.  Jeffords, 
Bill  Goodling, 
Tom  Coleman, 
Thomas  E.  Petri, 
Marge  Roukema, 
Steve  Gunderson, 
Thomas  J.  Tauke, 
John  R.  McKernan.  Jr., 
Paul  B.  Henry, 
As  additional  conferee  for  consideration  of 
title  V  of  the  Senate  bill  and  title  XIII  and 
section  1405  of  the  House  amendment  and 
modifications  committed  to  conference: 
Dale  E.  Kildee, 
As  additional  conferee  for  consideration  of 
title  III  of  the  Senate  bill  and  title  XIV  of 
the   House  amendment   and   modifications 
committed  to  conference: 

Steve  Bartlett, 
As  additional  conferees  for  consideration 
of  sections  147  and  189  of  the  Senate  bill 
and  modifications  committed  to  conference 
from  the  Committee  on  Energy  and  Com- 
merce: 

John  D.  Dingell, 
James  H.  Scheuer, 
Henry  A.  Waxman, 
Norman  F.  Lent, 
Ed  Madigan, 
As  additional  conferees  for  consideration 
of  title  VI  of  the  Senate  bill  and  modifica- 
tions committed   to  conference,   from   the 
Committee  on  Foreign  Affairs: 
Dante  Fascell, 
Lee  H.  Hamilton, 
Dan  Mica, 
Wm.  Broomfield, 
Olympia  Snowe. 
As  sole  House  conferees  for  consideration 
cf  section  157  of  the  Senate  bill  and  modifi- 
cations committed  to  conference,  and  as  ad- 
ditional conferees  for  consideration  of  sec- 
tion 198  of  the  Senate  bill  and  modifications 
committed  to  conference,  from  the  Commit- 
tee on  the  Judiciary: 

Peter  W.  Rodino, 
Don  Edwards, 
Dan  Glickman, 
Hamilton  Fish  Jr., 
Hank  Brown, 
Managers  on  the  Part  of  the  House. 
Orrin  Hatch, 
Robert  T.  Stafford, 
Dan  Quayle, 
L.  P.  Weicker,  Jr., 
Malcolm  Wallop, 
Strom  Thurmond, 
Edward  M.  Kennedy, 
Claiborne  Pell, 
Christopher  Dodd. 
Spark  Matsunaga, 
Paul  Simon, 
Managers  of  the  Part  of  the  Senate. 
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TENNESSEE  WILDERNESS  ACT 
OF  1986 

Mr,  SEIBERLING.  Mr.  Speaker,  I 
move  to  suspend  the  rules  and  pass 
the  bill  (H,R.  5166)  to  designate  cer- 
tain lands  in  the  Cherokee  National 
Forest  in  the  State  of  Tennessee  as 
wilderness  areas,  and  for  other  pur- 
poses, as  amended. 

The  Clerk  read  as  follows: 

H.R. 5166 
Be  it  enacted  by  the  Senate  and  House  of 
Representative  of  the  United  States  of  Amer- 
ica in  Congress  assembled. 


SK«TI(»N  1.  SHORT  TITI.K. 

This  Act  may  be  cited  as  the  "Tennessee 
Wilderness  Act  of  1986". 

SKC.  2.  »KSI(;N,\TI()N  or  Wir.llKRNKSS  AREAS. 

In  furtherance  of  the  purposes  of  the  Wil- 
derness Act  (16  U.S.C.  1131  et  seq.),  the  fol- 
lowing lands  in  the  Cherokee  National 
Forest  in  the  State  of  Tennessee  are  hereby 
designated  as  wilderness  and,  therefore,  as 
components  of  the  National  Wilderness 
Preservation  System: 

(1)  certain  lands  which  comprise  approxi- 
mately 6,665  acres,  as  generally  depicted  on 
a  map  entitled  "Pond  Mountain  Wilder- 
ness—Proposed and  Pond  Mountain  Addi- 
tion Wilderness— Proposed ',  dated  July  15, 
1986,  and  which  shall  be  known  as  the  Pond 
Mountain  Wilderness; 

(2)  certain  lands  which  comprise  approxi- 
mately 6,251  acres,  as  generally  depicted  on 
a  map  entitled  "Big  Laurel  Branch  Wilder- 
ness—Proposed", dated  July  15.  1986,  and 
which  shall  be  known  as  the  Big  Laurel 
Branch  Wilderness; 

(3)  certain  lands  which  comprise  approxi- 
mately 4.700  acres,  as  generally  depicted  on 
a  map  entitled  "Unaka  Mountain  Wilder- 
ness-Proposed", dated  July  15.  1986.  and 
which  shall  be  known  as  the  Unaka  Moun- 
tain Wilderness: 

(4)  certain  lands  which  comprise  approxi- 
mately 8.319  acres,  as  generally  depicted  on 
a  map  entitled  "Sampson  Mountain  Wilder- 
ness—Proposed", dated  July  15.  1986.  and 
which  shall  be  known  as  the  Sampson 
Mountain  Wilderness; 

(5)  certain  lands  which  comprise  approxi- 
mately 4.800  acres,  as  generally  depicted  on 
a  map  entitled  "Little  Frog  Mountain  Wil- 
derness—Proposed", dated  July  15.  1986. 
and  which  shall  be  known  as  the  Little  Prog 
Mountain  Wilderness;  and 

(6)  certain  lands  which  comprise  approxi- 
mately 3,000  acres,  as  generally  depicted  on 
maps  entitled  "Big  Prog  Extension  Wilder- 
ness—Proposed", dated  July  15.  1986.  and 
which  shall  be  combined  with  the  now  exist- 
ing Big  Frog  Wilderness  and  known  as  the 
Big  Frog  Wilderness. 

SK(  .  :i.  M.APS  wn  DKSCRII'TIONS. 

As  soon  as  practicable  after  the  date  of 
enactment  of  this  Act.  the  Secretary  of  Ag- 
riculture shall  file  a  map  and  legal  descrip- 
tion of  each  wilderness  area  designed  by 
this  Act  with  the  Committee  on  Interior 
and  Insular  Affairs  and  the  Committee  on 
Agriculture  of  the  United  States  House  of 
Representatives  and  with  the  Committee  on 
Agriculture.  Nutrition,  and  Forestry  of  the 
United  States  Senate.  Each  such  map  and 
description  shall  have  the  same  force  and 
effect  as  if  included  in  this  Act.  except  that 
correction  of  clerical  and  typographical 
errors  in  each  such  map  and  description 
may  be  made  by  the  Secretary.  Each  such 
map  and  description  shall  be  on  file  and 
available  for  public  inspection  in  the  Office 
of  the  Chief  of  the  Forest  Service.  Depart- 
ment of  Agriculture. 

SK(  .  1.  ADMIM.STRATION  ok  WII.nKRNKSS. 

(a)  In  General.— Subject  to  valid  existing 
rights,  each  wilderness  area  designated  by 
this  Act  shall  be  administered  by  the  Secre- 
tary of  Agriculture  in  accordance  with  the 
provisions  of  the  Wilderness  Act  governing 
areas  designated  by  that  Act  as  wilderness, 
except  that  any  reference  in  such  provisions 
to  the  effective  date  of  the  Wilderness  Act 
shall  be  deemed  to  be  a  reference  to  the 
date  of  enactment  of  this  Act. 

SK<  .  .->.  KKFKIT  OK  RARE  II. 

(a)  Findings.- The  Congress  finds  that— 


(1)  the  Department  of  Agriculture  has 
completed  the  second  roadless  area  review 
and  evaluation  program  (RARE  II);  and 

(2)  the  Congress  has  made  its  own  review 
and  examination  of  National  Forest  System 
roadless  area  in  Johnson,  Carter,  Sullivan, 
Unicoi,  Washington.  Greene.  Cocke,  and 
McMinn  Counties.  Tennessee,  and  of  the  en- 
vironmental impacts  associated  with  alter- 
native allocations  of  such  areas. 

(b)  Review  and  Release.— On  the  basis  of 
such  review.,  the  Congress  hereby  deter- 
mines and  directs  that— 

(1)  without  passing  on  the  question  of  the 
legal  and  factual  sufficiency  of  the  RARE  II 
final  environmental  statement  (dated  Janu- 
ary 1979)  with  respect  to  the  National 
Forest  System  lands  other  than  in  Johnson. 
Carter.  Sullivan.  Unicoi.  Washington. 
Greene.  Cocke,  and  McMinn  Counties.  Ten- 
nessee, such  statement  shall  not  be  subject 
to  judicial  review  with  respect  to  National 
Forest  lands  in  Johnson,  Carter.  Sullivan, 
Unicoi,  Washington,  Greene.  Monroe.  Polk! 
McMinn.  Greene.  Cocke,  and  McMinn 
Counties.  Tennessee,  which  were  reviewed 
by  the  Department  of  Agriculture  in  the 
second  roadless  area  review  and  evaluation 
(RARE  II)  and  those  lands  referred  to  n 
subsection  (d).  except  those  lands  designat- 
ed for  wilderness  study  upon  enactment  of 
this  Act.  that  review  and  evaluation  or  ref- 
erence shall  be  deemed  for  the  purposes  of 
the  initial  land  management  plans  required 
for  such  lands  by  the  For-est  and  Rangeland 
Renewable  Resources  Planning  Act  of  1974, 
as  amended  by  the  National  Forest  Manage- 
ment Act  of  1976,  to  be  an  adequate  consid- 
eration of  the  suitability  of  such  lands  for 
inclusion  in  the  National  Wilderness  Preser- 
vation System  and  the  Department  of  Agri- 
culture shall  not  be  required  to  review  the 
wilderness  option  prior  to  the  revisions  of 
the  plans,  but  shall  review  the  wilderness 
option  when  the  plans  are  revised,  which  re- 
visions will  ordinarily  occur  on  a  ten-.vear 
cycle,  or  at  least  every  fifteen  years,  unless, 
prior  to  such  time,  the  Secretary  of  Agricul- 
ture finds  that  conditions  in  a  unit  have  sig- 
nificantly changed: 

(3)  areas  in  Johnson.  Carter.  Sullivan, 
Unicoi.  Washington.  Greene.  Monroe.  Polk, 
McMinn,  and  Cocke  Counties,  Tennessee, 
reviewed  in  such  final  environmental  state- 
ment or  referenced  in  subsection  (d)  and  not 
designated  as  wilderness  or  for  wilderness 
study  upon  enactment  of  this  Act  shall  be 
managed  for  multiple  use  in  accordance 
with  land  management  plans  pursuant  to 
section  6  of  the  Forest  and  Rangeland  Re- 
newable Resources  Planning  Act  of  1974.  as 
amended  by  the  National  Forest  Manage- 
ment Act  of  1976:  Provided,  That  such  areas 
need  not  be  managed  for  the  purpose  of  pro- 
tecting their  suitability  for  wilderness  desig- 
nation prior  to  or  during  the  revision  of  the 
initial  land  management  plans;  and 

(4)  in  the  event  that  revised  land  manage- 
ment plans  in  Johnson.  Carter.  Sullivan, 
Unicoi.  Washington.  Greene.  Monroe.  Polk. 
McMinn.  and  Cocke  Counties.  Tennessee, 
are  implemented  pursuant  to  section  6  of 
the  Forest  and  Rangelands  Renewable  Re- 
sources Planning  Act  of  1974.  as  amended 
by  the  National  Forest  Management  Act  of 
1976.  and  other  applicable  law.  areas  not 
recommended  for  wilderness  designation 
need  not  be  managed  for  the  purpose  of  pro- 
tecting their  suitability  for  wilderness  desig- 
nation prior  to  or  during  revision  of  such 
plans,  and  areas  recommended  for  wilder- 
ness designation  shall  be  managed  for  the 
purpose  of  protecting  their  suitability  for 
wilderness  designation  as  may  be  required 
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by  the  Forest  and  Rangeland  Renewable 
Resources  Planning  Act  of  1974,  as  amended 
by  the  National  Forest  Management  Act  of 
1976.  and  other  applicable  law. 

(c)  Revision.— As  used  in  this  section,  and 
as  provided  in  section  6  of  the  Forest  and 
Rangeland  Renewable  Resources  Planning 
Act  of  1974,  as  amended  by  the  National 
Forest  Management  Act  of  1976.  the  term 
"revision"  shall  not  include  an  "amend- 
ment" to  a  plan. 

(d)  Certain  Areas  Less  Than  5.000  Acres 
IN  Size.— The  provisions  of  this  section  shall 
also  apply  to  National  Forest  System  road- 
less lands  in  Johnson,  Carter,  Sullivan, 
Unicoi,  Washington,  Greene,  Monroe,  Polk. 
McMinn.  and  Cocke  Counties.  Tennessee, 
which  are  less  than  5.000  acres  in  size. 

SEC.  «.  TKR.MIN.ATION  <»K  WII.DKRNKSS  STl  l)Y. 

The  designations  of  the  Little  Frog  Wil 
derness  Study  Area  and  the  Big  Frog  Study 
Area  pursuant  to  section  6  of  the  Act  of  Oc- 
tober 30.  1984  (98  Stat.  3090),  are  terminat- 
ed, and  the  Secretary  of  Agriculture  shall 
have  no  further  obligation  to  study  such 
areas  for  wilderness. 

The  SPEAKER  pro  tempore.  Is  a 
second  demanded? 

Mr.  MARLENEE.  Mr.  Speaker,  I 
demand  a  second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 
There  was  no  objection. 
The  SPEAKER  pro  tempore.  The 
gentleman  from  Ohio  (Mr.  Sziber- 
ling)  will  be  recognized  for  20  minutes 
and  the  gentleman  from  Montana 
[Mr.  Marlenee]  will  be  recognized  for 
20  minutes. 

The  Chair  recognizes  the  gentleman 
from  Ohio  [Mr.  Seiberling]. 

Mr.  SEIBERLING.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  this  bill  would  desig- 
nate six  wilderness  areas  in  the  Chero- 
kee National  Forest,  totaling  33.375 
acres.  These  areas  lie  in  the  congres- 
sional districts  of  the  sponsors  of  the 
bill,  our  colleagues  James  Quillen  and 
John  Duncan  of  Tennessee.  The  De- 
partment of  Agriculture  recommended 
these  additions  to  the  Nation's  wilder- 
ness system  as  a  result  of  its  recently 
completed  land  use  plan  for  this 
forest. 

In  bringing  this  bill  to  the  floor.  I 
want  to  especially  thank  Representa- 
tive Quillen  for  his  initiative  and 
hard  work  on  this  bill,  and  for  bring- 
ing to  the  attention  of  our  committee 
the  concerns  of  his  constituents  about 
various  aspects  of  the  management  of 
the  national  forests  in  eastern  Tennes- 
see. I  particularly  want  to  note  a  situa- 
tion in  Unicoi  County,  involving  a 
piece  of  Forest  Service  land  which 
local  authorities  believe  is  needed  for 
the  development  of  their  community.  I 
want  to  take  this  opportunity  to  note 
that  we  have  directed  the  Forest  Serv- 
ice to  give  a  high  priority  to  resolving 
this  matter,  and  that  the  Interior 
Committee  intends  to  monitor  the 
Forest  Service  to  make  sure  that  is 
done  in  a  prompt  and  fair  maimer. 


Mr.  Speaker,  I  urge  my  colleagues  to 
support  this  legislation. 

Mr.  Speaker.  I  reserve  the  balance  of 
my  time. 

Mr.  MARLENEE.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  I  rise  in  support  of 
H.R.  5166,  the  Tennessee  wilderness 
bill. 

I  wish  to  recognize  the  hard  work  of 
our  colleagues  from  Tennessee,  Mr. 
Quillen  and  Mr.  Duncan,  the  authors 
of  the  bill,  and  to  commend  them  for 
bringing  a  bill  to  the  Interior  Commit- 
tee and  the  House  floor  that  has  the 
support  of  all  parties  involved. 

The  bill  will  designate  approximate- 
ly 33.400  acres  of  national  forest  land 
as  wilderness  which  reflects  the  rec- 
ommendations made  by  the  Forest 
Service  in  their  land  management 
plans  for  the  Cherokee  National 
Forest. 

All  too  often  we  stray  far  beyond 

these  recommendations.  I  am  pleased 

to  see  that  Tennessee  has  not  done  so. 

I  urge  my  colleagues  to  support  the 

bill. 

Mr.  QUILLEN.  Mr.  Speaker,  today  the  Ten- 
nessee Wilderness  Act  of  1986,  which  I  intro- 
duced along  with  my  colleague,  Mr.  Duncan 
on  July  1 5,  is  before  the  House  for  passage.  I 
am  pleased  with  the  bill's  prompt  advance 
toward  enactment  and  wish  especially  to  ex- 
press my  appreciation  for  the  consideration 
and  cooperation  I  have  received  on  this  ac- 
count from  the  gentleman  from  Ohio,  Mr.  Sei- 
berling, the  chairman  of  the  Subcommittee 
on  Public  Lands  and  the  subcommittee  staff. 
Because  of  this  willingness  to  work  with  me, 
certain  potenital  questions  have  been  dealt 
with  satisfactorily  and  the  bill  is  on  track  for 
enactment  into  law  this  year. 

The  bill  designates  approximately  33,735 
acres  of  the  Cherokee  National  Forest  as  wil- 
derness and  when  added  to  the  forest's 
present  wilderness  acreage  will  result  in  about 
66,000  acres  of  wilderness  in  Tennessee, 
amounting  to  about  1 1  percent  of  the  Chero- 
kee's total  area. 

East  Tennessee  is  extremely  blessed  with 
this  -  beautiful  and  enjoyaole  mountain  and 
forest  resource  which  has  been  a  source  of 
pnde  and  substance  to  our  people  for  over 
200  years.  I  believe  we  are  honor-bound  to 
protect  and  maintain  this  hentage  for  all  to 
enjoy  for  decades  to  come.  I  am  proud  to 
sponsor  this  bill  not  only  for  our  time  but  for 
the  future  generations. 
Mr.  Speaker,  I  urge  passage  of  the  bill. 
Mr.  SEIBERLING.  Mr.  Speaker,  I 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  my  time. 

Mr.  MARLENEE.  Mr.  Speaker,  I 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore  (Mr. 
Bennett).  The  question  is  on  the 
motion  offered  by  the  gentleman  from 
Ohio  [Mr.  Seiberling]  that  the  House 
suspend  the  rules  and  pass  the  bill, 
H.R.  5166,  as  amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 


♦he  rules  were  suspended  and  the  bill, 
as  amended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  SEIBERLING.  Mr.  Speaker.  I 
ask  unanimous  consent  that  all  Mem- 
bers may  have  5  legislative  days  in 
which  to  revise  and  extend  their  re- 
marks on  the  bill  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Ohio? 

There  was  no  objection. 


AMENDMENTS  RE  RELIGIOUS 
LIBERTY  AND  DEFACEMENT 
OF  RELIGIOUS  PROPERTY 

Mr.  GLICKMAN.  Mr.  Speaker,  I 
move  to  suspend  the  rules  and  pass 
the  bill  (H.R.  4980)  to  amend  chapter 
13  of  title  18.  United  States  Code,  to 
impose  criminal  penalities  for  damage 
to  religious  property  and  for  injury  to 
persons  in  the  free  exercise  of  reli- 
gious beliefs. 

The  Clerk  read  as  follows: 

H.R. 4980 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    States    of 
America  in  Congress  assembled, 

SKtTIO.N  1.  (  KIMIN.AI.  PKN.MJTIKS  FOR  l)AMA(iE 
TO  KKLKilOlS  PROPERTY  AM) 
INJl  RY  TO  PERSONS  IN  THE  KREE  EX- 
KR(  ISE  (IK  REl,l<;im  S  BEI.IEKS. 

Chapter  13  of  title  18.  United  States  Code. 
is  amended  by  adding  at  the  end  the  follow- 
ing new  section: 

"S  247.   UamaKe  to  reliKious  property:  injury  to 

perssons  in  the  free  exercise  of  religious  beliefs 

■(a)  Whoever  travels  in.  or  uses  a  facility 
or  instrumentality  of.  interstate  or  foreign 
commerce  with  intent  to— 

"(1)  deface,  damage,  or  destroy  any  reli- 
gious real  property,  because  of  the  religious 
character  of  that  property:  or 

"(2)  obstruct,  by  force  or  threat  of  force, 
any  person  in  the  enjoyment  of  that  per- 
son's free  exercise  of  religious  beliefs; 
shall  be  punished  as  provided  in  subsection 
(b)  of  this  section. 

(b)  The  punishment  for  a  violation  of 
subsection  (a)  of  this  section  shall  be— 

"(1)  if  death  results,  a  fine  in  accordance 
with  this  title  and  imprisonment  for  any 
term  of  years  or  for  life,  or  both: 

"(2)  if  serious  bodily  injury  results,  a  fine 
in  accordance  with  this  title  and  imprison- 
ment for  not  more  than  fifteen  years,  or 
both:  and 

"(3)  in  any  other  case,  a  fine  in  accordance 
with  this  title  and  imprisonment  for  not 
more  than  five  years,  or  both. 

(c)  As  used  in  this  section— 

"(1)  the  term  religious  real  property' 
means  any  church,  synagogue,  religious 
cemetery,  or  other  religious  real  property: 
and 

■(2)  the  term  serious  bodily  injury'  means 
bodily  injury  that  involves  a  substantial  risk 
of  death,  unconsciousness,  extreme  physical 
pain,  protracted  and  obvious  disfigurement, 
or  protracted  loss  or  impairment  of  the 
function  of  a  bodily  member,  organ,  or 
mental  faculty.". 
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SEC.  2.  TECHNICAl.  AMENDMENT. 

The  table  of  sections  for  chapter  13  of 
title  18,  United  States  Code,  is  amended  by 
adding  at  the  end  the  following  new  item: 
"247.  Damage  to  religious  property;  injury 

to  persons  in  the  free  exercise 

of  religious  beliefs.". 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  Kansas  [Mr. 
Glickman]  will  be  recognized  for  20 
minutes  and  the  gentleman  from 
Pennsylvania  [Mr.  Gekas]  will  be  rec- 
ognized for  20  minutes. 

The  Chair  recognizes  the  gentleman 
from  Kansas  [Mr.  Glickman]. 

GENERAL  LEAVE 

Mr.  GLICKMAN.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on 
this  bill. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Kansas? 

There  was  no  objection. 

Mr.  GLICKMAN.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  H.R.  4980,  has  been 
unanimously  reported  by  the  Commit- 
tee on  the  Judiciary,  addresses  the 
problem  of  religiously  motivated  vio- 
lence. The  bill  amends  title  18  of  the 
United  States  Code  to  make  it  a  Feder- 
al crime  to  travel  in,  or  to  use  an  in- 
strumentality of,  interstate  or  foreign 
commerce  with  intent  to  damage  or 
destroy  any  religious  real  property  be- 
cause of  the  religious  nature  of  that 
property,  or  with  intent  to  obstruct- 
by  force  or  threats— any  person  in  the 
free  exercise  of  religious  beliefs. 

This  sort  of  violence  is  on  the  in- 
crease. Although  precise  statistics  are 
not  maintained  on  the  number  of  inci- 
dents directed  against  religious  groups, 
the  data  available  show  recurring  inci- 
dents of  defacement  or  destruction  of 
places  of  worship,  and  in  some  in- 
stances, personal  injury  or  murder  mo- 
tivated by  religious  hatred.  In  Penn- 
sylvania, for  example,  the  number  of 
reported  incidents  increased  85  per- 
cent in  the  last  year. 

While  the  States  have  the  primary 
responsibility  of  law  enforcement  with 
regard  to  such  matters,  the  Federal 
Government  has  a  responsibility  as 
well.  Many  of  the  hate  groups  that 
appear  to  be  behind  religiously  moti- 
vated violence  have  members  in  sever- 
al States  and  operate  across  State 
lines.  Groups  such  as  the  Covenant, 
Christian  Identity  Movement,  posse 
comitatus  and  the  Aryan  Nation  are 
described  by  the  FBI  as  being  para- 
military in  orientation  and  linked  by 
their  anti-Semitic  and  white  supremist 
teachings,  claim  membership,  and  op- 
erate, in  more  than  one  State. 

Current  Federal  law  permits  pros- 
ecution of  religiously  motivated  vio- 
lence only  in  limited  circumstances. 


H.R.  4980  will  expand  those  circum- 
stances so  that  there  can  be  a  more  ef- 
fective Federal  response  whenever 
Federal  prosecution  is  called  for.  H.R. 
4980  does  not  supplant  or  replace  local 
enforcement  authority  and  responsi- 
bility, but  strengthens  the  measures 
that  the  Federal  Government  can  take 
to  augment  local  action. 

Mr.  Speaker,  it  is  important  that  we 
in  Congress  send  a  strong  signal  that 
religiously  motivated  violence  will  not 
be  tolerated.  This  legislation  will  do 
that.  The  bill  enjoys  wide  support,  and 
I  urge  my  colleague  to  support  it. 

D  1405 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mr.  GEKAS.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  thank  the  gentleman 
from  Kansas  [Mr.  Glickman]  for  so 
properly  reviewing  the  contents  of  the 
legislation  and  who,  quite  correctly, 
characterized  its  provisions. 

Since  the  gentleman  from  Kansas  is 
also  the  author  of  the  bill,  it  is  very 
appropriate  that  we  have  the  proce- 
dure we  are  undergoing  today  so  that 
the  gentleman  could  not  only  report 
the  findings  of  the  committee,  but  also 
tout  his  own  bill,  which  I  found  a 
happy  wedding. 

Mr.  Speaker,  the  gentleman  from 
Kansas  is  quite  correct  that  this  is  an 
attempt,  we  think  a  successful  at- 
tempt, to  fill  a  slight  vacuum  that 
exists  in  the  general  body  of  law 
having  to  do  with  hate  crimes. 

Many  States,  including  my  own  of 
Pennsylvania,  have  long  since  enacted 
legislation  that  would  target  the  kind 
of  religious-house  vandalism  that  too 
often  makes  the  headlines.  You  would 
think  that  at  first  glance  there  would 
be  no  need  for  Federal  legislation  be- 
cause many  of  us,  happy  as  we  are 
when  local  law  enforcement  carries 
out  the  duties  of  its  obligations  with- 
out need  to  resort  to  Federal  aid  and 
Federal  help,  feel,  nevertheless,  in  this 
kind  of  situation,  there  are  a  limited 
number  of  cases  which,  when  crossing 
State  lines,  might  not  fall  into  the  net 
of  local  law  enforcement  and  would 
give  the  Federal  law  enforcement  es- 
tablishment a  lead  and  a  tracking  that 
might  otherwise  be  impossible. 

The  hearings  that  were  held  on  this 
were  quite  good  in  that  the  case  histo- 
ries involved  in  many  of  the  individual 
cases  throughout  the  country  were 
made  part  of  the  record  and  that,  of 
course,  helps  in  any  legislative  history 
and  it  also  helps  the  Members  of  Con- 
gress make  an  ultimate  decision,  as  I 
know  they  will,  in  favor  of  this  legisla- 
tion. 

But  it  must  be  noted  that  the  same 
questions  of  hesitancy  on  the  total 
impact  of  the  bill  were  made  by  the 
Justice  Department  and  some  mem- 
bers of  the  committee  voiced  some 
question    about    them.    We    want    to 


make  it  clear,  Mr.  Speaker,  that  in  no 
way  does  this  law  preempt  action  by 
local  and  State  authorities  in  the  exe- 
cution of  their  own  laws  having  to  do 
with  hate  crimes. 

Far  from  it,  this  is  a  supplement  to 
those  kinds  of  cases,  a  catch-all,  as  it 
were,  when  some  cases  might  appear 
on  the  horizon  that  the  State  and 
local  authorities  could  not  pursue; 
could  not  prosecute  because  of  various 
factual  and  legal  circumstances. 

In  passing  this  bill,  we  laud  and  sup- 
port local  law  enforcement  efforts  in 
this  field.  We  say  to  them  contempora- 
neously therewith  that  this  law  does 
not  remove  any  of  their  jurisdiction, 
does  not  preempt  any  of  its  authority, 
does  not  in  any  way  interfere  with  the 
pursuit  of  its  own  jurisdiction  in  these 
questions. 

It  simply  means  that  the  Congress 
of  the  United  States  sees  it  as  a  na- 
tional problem  and,  therefore,  would 
tighten  up  the  law  as  it  might  cross 
State  boundaries  and  tell  the  whole 
world  that  the  day  of  hate  crimes 
must  come  to  an  end  and  that  we  in 
Congress  will  do  our  part  to  hasten 
that  end. 

Mr.  Speaker,  I  have  no  requests  for 
time,  and  I  yield  back  the  balance  of 
my  time. 

Mr.  GLICKMAN.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  just  a  final  word:  I 
think  the  gentleman  from  Pennsylva- 
nia [Mr.  Gekas]  characterized  this  bill 
right  on  target.  This  is  not  an  attempt 
to  usurp  any  State  jurisdiction  and  it 
does  not  do  that.  But  it  does  send  a 
signal,  not  only  to  the  rest  of  the 
world,  but  to  this  country,  that  this 
Federal  Government  of  ours  believes 
that  the  first  amendment,  and  particu- 
larly, the  freedom  to  worship  as 
people  please,  is  a  very  sacrosanct  part 
of  the  Constitution  of  the  United 
States  and  that  we  will  protect  that 
right  against  religious  violence  which 
crosses  State  lines  and  meets  the  other 
jurisdictional  requirements  of  this  bill. 

The  entire  range  of  religious  faiths, 
including  Baptist,  Catholic,  Episcopal, 
Jewish,  and  others  have  been  the 
target  of  such  attacks.  Not  long  ago, 
two  predominantly  black  churches  in 
rural  South  Carolina  were  destroyed 
by  arson  and  the  fact  of  the  matter  is 
that  in  many  parts  of  this  country,  we 
see  the  ugly  roots  of  racism  and  reli- 
gious prejudice  rising,  many  of  which 
have  perhaps  been  caused  by  the  tre- 
mendous hardship  that  some  folks  are 
facing  as  it  relates  to  the  economy. 

This  bill  is  narrow  in  scope.  It  puts 
the  U.S.  Government  and  its  law  en- 
forcement authorities  on  record  in 
helping  the  States  and  local  govern- 
ments enforce  laws  which  fight 
against  religious  persecution. 

Mr.  SOLARZ.  Mr.  Speaker,  I  rise  in  strong 
support  of  H.R.  4980.  a  bill  which  would  make 
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it  a  Federal  crime  to  damage  or  destroy  reli- 
gious property  because  of  the  religious  char- 
acter of  that  property,  or  to  obstruct  any 
person  in  that  person's  free  exercise  of  reli- 
gious beliefs. 

As  citizens  of  the  United  States,  the  freest 
country  in  the  world,  we  might  expect  to  need 
this  type  of  legislation.  Ater  all,  who  could 
doubt  that  with  all  our  freedoms,  the  freedom 
to  practice  religion  would  be  in  danger.  Un- 
happily, however,  this  legislation  is  all  too  nec- 
essary. 

Religiously  motivated  violence — which  can 
involve  simple  vandalism— such  as  defacing 
the  walls  of  a  synagogue  with  a  swastika— or 
more  dangerous  acts— such  as  arson  or 
bombing— appears  to  be  a  growing  problem. 

The  senseless  and  brutal  massacre  at  the 
synagogue  in  Turkey  and  the  recent  airline  hi- 
jackings are  just  vivid  reminders  of  this  kind  of 
violence  which  is  occurring  around  the  world 
at  increased  levels.  But  here  in  the  United 
States,  as  well,  we  must  face  the  growing 
number  of  hate  cnmes  committed  against  reli- 
gious property — crimes  which  in  turn  jeopard- 
ize our  inherent  freedom  to  safely  practice  our 
religious  beliefs. 

As  the  Congressman  representing  the  larg- 
est Orthodox  Jewish  community,  not  only  in 
the  country,  but  in  the  world,  I  have  experi- 
enced firsthand  the  evil  spectre  of  anti-Semitic 
hate  crimes  through  actions  directed  against 
the  communities  I  represent.  There  is  nothing 
more  horrifying  or  frightening  to  religious  Jews 
who  come  to  their  synagogue  for  prayer,  only 
to  find  the  walls  of  the  synagogue  covered 
with  anti-Semitic  graffiti,  or  their  sacred  Torah 
scrolls  burned  by  criminals  who  want  to  pre- 
vent these  worshippers  from  practicing  their 
religion. 

To  the  communities  of  Boro  Pari<  and  Wil- 
liamsburg in  my  district  in  Brooklyn— commu- 
nities which  have  arisen  out  of  the  ashes  of 
the  Holocaust  to  create  a  new  life  in  Amer- 
ica—the sight  of  a  swastika  on  the  wall  of  the 
synagogue  is  not  meriy  a  mindless  act  of  van- 
dalism, but  the  act  of  a  cnmmal  who  Is  perse- 
cuting members  of  their  religion.  This  legisla- 
tion will  help  address  this  problem  and  seek 
to  end  religiously  motivated  crimes. 

Although  the  bulk  of  religious  motivated 
hate  crimes  are  anti-Semitic  in  nature,  direct- 
ed against  synagogues  and  their  congrega- 
tions, the  problem  is  by  no  means  limited  to 
Jews.  The  entire  range  of  faiths,  from  Baptist, 
to  Catholic  and  Episcopal  have  been  the  tar- 
gets of  such  attacks. 

Several  years  ago  I  offered  pioneering  legls- 
lailon  designed  to  address  the  problem  of  vio- 
lence directed  against  religious  targets.  As  the 
rise  In  these  actions  increased  and  the 
number  of  neo-Nazi  and  hate  groups  grew, 
this  legislation  has  become  even  more  y/ital. 

I  am  happy  to  join  Congressman  Glickman 
in  his  efforts  to  see  that  the  fight  we  began 
several  years  ago  Is  carried  to  fruition.  Be- 
cause of  his  position  on  the  Judiciary  Commit- 
tee, Congressman  Glickman  was  able  to  take 
up  this  worthy  legislation  and,  with  the  assist- 
ance of  the  honorable  chairman  of  the  Sub- 
committee on  Criminal  Justice,  Mr.  Conyers, 
has  made  the  passage  of  this  legislation  a  re- 
ality. 

Too  often  we  are  tempted  to  dismiss  this 
hateful   vandalism   as   isolated   incidents   or 


pranks.  It  Is  just  as  easy  to  let  a  sense  of 
hopelessness  come  over  us  as  we  wonder 
about  how  to  combat  this.  But  the  passage  of 
H.R.  4980  will  make  it  clear  that  we  are  fight- 
ing these  acts  of  violence  and  destruction  by 
the  extremist  elements  of  our  society. 

Through  the  passage  of  H.R.  4980  we  will 
continue  the  long  tradition  of  our  democratic 
Nation  of  protecting  our  constitutional  right  to 
practice  religious  beliefs  without  fear  of  har- 
assment or  violence.  This  bill  represents  a 
strong  signal  reflecting  the  attitude  of  the 
American  people  both  In  the  commitment  to 
religious  toleration  and  opposition  to  those 
who  threaten  it.  It  is  a  most  worthy  cause, 
supported  by  more  than  200  years  of  demo- 
cratic freedom  and  it  deserves  our  whole- 
hearted support. 

Mr.  BIAGGI.  Mr.  Speaker,  as  an  original  co- 
sponsor  of  this  measure  as  well  as  the  author 
of  the  first  bill  ever  authored  in  the  House  to 
deal  with  the  problem  of  "hate  crimes"  1  rise 
In  strong  support  of  H.R.  4980.  This  is  a  long 
overdue  measure  which  takes  the  critically  im- 
portant step  of  providing  for  strong  and  specif- 
ic Federal  criminal  penalties  against  those 
who  commit  crimes  or  violence  and  or  vandal- 
ism against  religious  persons  and  or  property. 
The  date  was  February  25,  1981,  when  1  in- 
troduced H.R.  2085,  "a  bill  to  amend  title  18 
of  the  United  States  Code  to  prohibit  certain 
damage  to,  and  theft  of  property  used  for  reli- 
gious purposes,  and  for  other  purposes."  I  re- 
introduced similar  measures  in  the  succeeding 
Congresses  and  finally  when  the  Subcommit- 
tee on  Cnminal  Justice  reported  out  this  bill,  I 
was  pleased  to  join  as  a  cosponsor. 

The  issue  we  are  dealing  with  in  this  legisla- 
tion Is  a  national  scandal  pure  and  simple.  We 
are  talking  about  some  of  the  most  intimidat- 
ing and  heinous  cnmes  committed  against 
one  of  our  Nation's  most  fundamental  free- 
doms—the freedom  of  religion.  We  are  all  too 
acutely  aware  of  the  existence  of  these 
crimes.  They  happen  in  our  neighborhoods, 
they  claim  our  neighbors  as  their  victims.  They 
are  carried  out  by  persons  who  operate  with 
virtual  impunity  knowing  that  prosecution  is 
remote.  The  prejudice  and  hatred  pract.ced  by 
these  people  with  closed  minds  has  left  en 
open  wound  on  our  communities  and  the 
Nation  as  a  whole. 

To  me  there  are  two  critical  features  of  this 
legislation.  The  first  is  the  fact  thatit  imposes 
first  time  and  specific  Federal*  penalties 
against  these  crimes.  The  second  key  ele- 
ment is  this  bill,  as  1  had  hope  with  all  of  my 
bills,  does  set  up  a  graduated  series  of  penal- 
ties based  on  the  severity  of  the  crime.  This 
includes  life  Imprisonment  should  dealth  result 
from  an  act  of  antlrellgious  violence  or  vandal- 
Ism. 

This  legislation  properly  directs  its  penalties 
against  persons  who  not  only  "defaces,  dan- 
ages,  or  destroys "  religious  real  property  but 
also  against  those  convicted  of  'obstructing 
by  force  or  threat  of  force,  any  person  in  the 
enjoyment  of  that  person's  free  excerclse  of 
religious  beliefs." 

The  Incidences  of  these  crimes  on  a  nation- 
al basis  is  not  known  In  the  pure  statistical 
sense.  One  compilation  that  Is  provided  each 
year  Is  done  by  B'nai  B'rith  and  it  does  reveal 
some  shocking  data  regarding  anti-Semitic 
acts  of  violence  and  vandalism.  When  I  testi- 


fied before  the  Subcommittee  on  Criminal  Jus- 
tice In  April  of  1985  the  B'nai  B'rith  report  had 
Indicated  a  6.7-percent  increase  in  the 
number  of  Incidents,  totaling  715  for  that  year 
alone.  While  the  number  decreased  slightly  In 
1985,  the  rate  these  crimes  occurred  exceed- 
ed one  per  day  for  the  entire  year. 

These  crimes  included  bombings,  arsons, 
and  cemetery  desecrations.  These  crimes  in- 
cluded assaults,  threats,  and  harassment. 

The  B'nai  B'rith  pointed  up  the  second  need 
for  this  legislation.  In  addition  to  the  report  es- 
tablishing that  this  problem  does  in  fact  exist  It 
also  pointed  to  the  fact  that  in  1984  the 
number  of  persons  arrested  for  the  crimes  de- 
creased even  though  the  number  of  crimes  in- 
creased. 

The  problem  this  legislation  addresses  af- 
fects all  religions  In  our  great  Nation.  These 
can  be  acts  directed  at  religious  and  or  racial- 
ly motivated  grounds.  As  the  committee  report 
accompanying  this  bill  states; 

The  majority  of  religiously  motivated 
crimes  of  destruction  are  believed  to  be  com- 
mitted against  synagogues  and  involve  such 
things  as  swastikas  painted  on  walls  or  de- 
struction of  Torah  scrolls.  Black  churches 
are  believed  to  be  the  next  most  frequent 
target  of  religiously  motivated  violence. 

Tragically  no  religion  Is  exempt. 

Let  me  quote  from  two  New  York  Post  arti- 
cles; 

A  gentle  Long  Island  minister  who  devot- 
ed his  life  to  helping  young  criminals  is  in  a 
coma  today  after  he  was  bludgeoned  by  a 
thief  who  invaded  his  church. 

A  Catholic  priest  was  viciously  attacked  in 
Brooklyn  yesterday  by  four  punks  who  beat 
him  and  kicked  him  even  after  he  offered 
them  his  money. 

A  further  need  for  this  legislation  is  based 
on  the  fact  that  barely  one-third  of  the  States 
In  this  Nation  have  laws  on  the  books  to  pro- 
vide criminal  penalties  for  these  crimes.  The 
present  Federal  law,  section  1 074  of  title  1 8  is 
entirely  too  vague  and  does  not  In  any  real 
fashic-i  direct  Its  attention  or  penalties  to  the 
various  types  of  antirellglous  crime  that  Is  the 
reality  of  today's  America. 

We  must  combine  stricter  laws,  with  greater 
pjbllc  education  about  this  problem  if  we 
hope  to  reduce  its  growth.  This  Congress  last 
year  passed  an  Important  measure,  requiring 
the  Justice  Department  to  maintain  statistics 
for  "hate  crimes"  in  the  annual  uniform  crime 
report.  This  was  important  as  a  means  of  en- 
suring we  know  the  extent  of  the  problem  as 
well  as  how  to  allocate  resources. 

I  have  argued  for  the  past  5  years  that  for 
us  to  embark  on  anything  less  than  a  full- 
fledged  effort  will  give  license  to  the  continu- 
ation of  these  horrible  crimes.  To  sit  back  and 
do  nothing  of  this  threat  Is  to  Invite  Its  continu- 
ation. As  Dr.  Martin  Luther  King  once  said  "In- 
justice anywhere  is  a  threat  to  justice  every- 
where." 

Let  me  pay  a  brief  tribute  to  an  organization 
which  did  so  much  to  advance  my  bill  and  this 
final  product.  I  refer  to  the  International  Net- 
work of  Children  of  Jewish  Holocaust  Survi- 
vors who  In  a  letter  in  support  of  my  bill  said 
"We  know  all  too  well  from  our  parents  what 
effects  the  damage,  destruction,  and  desecra- 
tion of  religious  objects  and  buildings  have  on 
people  and  what  it  can  lead  to." 
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This  is  a  most  Important  piece  of  legislation 
which  must  be  passed  by  the  House  and  the 
other  body  before  we  adjourn.  I  commend 
Chairman  Conyers  for  his  outstanding  work 
on  this  issue  as  well  as  the  other  of  the  final 
bill,  Mr.  Glickman. 

Religiously  motivated  violence  and  vandal- 
ism has  no  place  in  a  democracy.  It  is  an 
anathema  to  our  basic  principles  and  we  must 
put  the  full  resources  of  our  Criminal  Code  to 
work  to  combat  this  evil  before  It  spreads. 

Mr.  McGRATH.  Mr.  Speaker,  over  300  years 
ago  this  country  was  settled  by  people  seek- 
ing religious  freedom.  It  is  sadly  ironic  that  in  a 
country  where  people  take  pride  in  their  ability 
to  worship  their  God  as  they  please  that  hei- 
nous acts  of  vandalism  and  violence  are  com- 
mitted against  them,  their  places  of  worship, 
and  religious  artifacts  they  hold  with  deep 
regard. 

Too  many  times  we  hear  about  needless, 
wanton  criminal  acts  against  religious  proper- 
ty. The  majority  of  these  crimes,  anti-Semitic 
in  nature,  are  perpetrated  neither  for  material 
gain  nor  are  they  intended  as  harmless 
scrawls  of  graffiti.  These  criminal  acts  are  mo- 
tivated by  hate  and  prejudice  and  committed 
with  the  intent  to  intimidate  and  frighten  citi- 
zens singled  out  merely  for  their  religious  be- 
liefs. 

Some  people  may  contest  that  anti-Semitic 
acts  of  violence  are  hard  to  differentiate  from 
other  crimes.  I  must  say  that  defacement  of 
property  such  as  painting  swastikas,  burning 
crosses,  scrawling  hateful  graffiti  and  dese- 
crating cemeteries  are  definite  signs  of  reli- 
giously motivated  anti-Semitic  offenses  which 
should  be  brought  under  the  Criminal  Code. 

I  am  pleased  to  say  that  New  York  has  ad- 
dressed this  troubling  phenomenon  by  enact- 
ing measures  which  criminalize  bias  vandalism 
and  related  activities. 

Legislation  passed  by  New  York  State 
makes  harassment  of  another  person  based 
on  race,  color,  creed,  or  national  origin  a  class 
A  misdemeanor.  Also,  my  State  has  a  parental 
liability  statute  which  holds  parents  responsi- 
ble for  up  to  $5,000  for  damage  repayment 
perpetrated  by  their  children  between  1 1  and 
18  years  old. 

Thefts  of  religious  articles  and  property  from 
religious  buildings  continue  to  increase.  In  an 
effort  to  further  address  the  bias  problem,  a 
bill  was  introduced  In  the  State  Senate  which 
will  make  it  a  class  E  felony  for  possessing 
stolen  religious  articles  with  a  value  of  $100  or 
more. 

Needless  to  say,  I  am  very  pleased  to  rep- 
resent one  of  the  29  States  which  has  taken 
these  malicious  crimes  seriously  enough  to 
take  substantive  legal  action  against  sick 
people  who  are  motivated  by  crimes  of  reli- 
gious hatred. 

H.R.  4980  will  make  it  a  Federal  crime  to 
travel  in  interstate  or  foreign  commerce,  or 
use  the  mall  or  telephone  with  intent  to  ob- 
struct, by  force  or  threat  of  force,  any  person 
In  the  free  exercise  of  religious  beliefs.  If  a 
death  results  in  the  course  of  such  a  crime, 
the  measure  would  Impose  penalties  of  up  to 
$250,000  and  life  Imprisonment,  up  to 
$250,000  and  15  years  in  jail  If  serious  bodily 
Injury  results,  and  up  to  $250,000  and  5  years 
in  jail  in  other  cases.  Fines  of  up  to  $500,000 
could  be  Imposed  on  organizations. 


I  believe  that  adoption  of  H.R.  4980  will 
send  a  clear  message  that  the  United  States 
will  not  tolerate  crimes  of  religiously  motivated 
hate.  When  countrywide  organizations  such  as 
the  Ku  Klux  Klan,  Neo-Nazis,  Aryan  Nations 
various  survivalist  groups,  and  radical  leftist 
organizations  proclaim  the  superiority  of  one 
class  of  people  and  denounce  others  as  inferi- 
or then  follow  such  outrageous  statements 
with  hateful  acts  of  violence,  I  feel  that  it  is 
way  passed  due  for  Federal  legislation  to 
combat  this  growing  problem. 

Since  H.R.  4980  will  not  supercede  State 
laws  now  in  place,  it  will  serve  to  work  with 
State  and  local  government  to  present  a  more 
formidable  force  for  these  groups  as  well  as 
the  individuals  who  derive  a  sickening  pleas- 
ure from  committing  such  vile  acts. 

SPEECH  OF 

Mr.  YOUNG  of  Florida.  Mr.  Speaker.  I  rise  in 
support  of  H.R.  4980,  legislation  I  have  co- 
sponsored  to  establish  a  Federal  crime  for  the 
vandalizing  of  religious  property  or  for  causing 
injury  to  persons  during  religious  worship. 

The  founders  of  our  Nation  sought  a  land 
where  they  could  freely  worship  the  God  of 
their  choice.  Our  Constitution  affords  this  pro- 
tection by  prohibiting  any  type  of  Government 
interference  that  would  inhibit  that  nght. 

Despite  these  protections,  there  are  still 
some  congregations  and  organizations  whose 
right  to  worship  freely  is  violated  by  others 
whose  beliefs  differ  from  their  own.  These 
congregations  are  harassed  by  vandals  and 
terrorized  by  threats  of  violence. 

The  congregation  of  a  Seminole,  FL,  syna- 
gogue I  represent  has  reported  several  such 
attacks  over  the  last  few  years.  In  the  most 
recent  incident,  eariier  this  month,  vandals 
using  spray  paint  smeared  obscenities  on  the 
walls  of  the  Congregation  Beth  Chai  Syna- 
gogue. The  congregation  has  been  subject  In 
past  years  to  bomb  threats,  arson  attempts, 
and  graffiti. 

These  attacks  constitute  a  breach  of  the 
constitutional  nght  to  freedom  of  religion.  As  a 
cosponsor  of  the  legislation  we  consider 
today,  I  believe  Congress  must  provide  pro- 
tection to  all  Americans  who  desire  to  worship 
free  from  the  fear  of  violence  and  harassment. 
This  legislation,  for  the  first  time,  would  estab- 
lish Federal  penalties  for  vandalizing  and  ter- 
rorizing houses  of  worship. 

Federal  legislation  would  complement  the 
efforts  of  States,  such  as  Florida,  which  have 
enacted  similar  laws.  The  Anti-Defamation 
League  of  B'nai  B'rith  has  reported  this  legis- 
lation is  in  part  responsible  for  a  decline  in  the 
number  of  violent  actions  aimed  at  places  of 
worship  in  these  States. 

Still,  it  is  sad  to  note  that  testimony  re- 
ceived by  the  Judiciary  Committee  indicated 
that  the  number  of  these  crimes  reported  in 
1985  exceeded  one  per  day.  No  religion  or 
denomination  Is  exempt  from  the  bombings, 
arson,  desecration  of  cemeteries,  vandalism, 
assaults,  threats,  or  harassment  associated 
with  these  crimes. 

The  enactment  of  this  legislation,  I  am  con- 
fident, will  improve  efforts  at  the  Federal, 
State,  and  local  level  to  ensure  that  Ameri- 
cans, regardless  of  religious  affiliation,  will  be 
free  to  worship  without  the  fear  of  terror  or 
the  public  humiliation  of  vandalism. 
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Ms.  FIEDLER.  Mr.  Speaker,  I  rise  in  strong 
support  of  H.R.  4980.  Legislation  to  stop  the 
wave  of  desecration  of  churches  and  syna- 
gogues Is  sorely  needed.  For  the  past  5  years, 
I  have  introduced  legislation  to  impose  Feder- 
al criminal  penalties  on  the  perpetrators  of 
these  hateful  acts.  I  am  pleased  that  the  Judi- 
ciary Committee  has  finally  acted  on  this  im- 
portant Issue. 

In  1985,  the  hateful  acts  of  desecration 
continued  at  a  high  level,  including  638  direct- 
ed at  Jewish  communities  alone.  That  means 
swastikas  splashed  on  the  walls  of  syna- 
gogues, graves  destroyed,  sacred  books 
burned,  and  hate  posters  plastered  on  the 
walls  of  schools  for  young  children. 

These  crimes  of  hate  are  occurring  nation- 
wide. Though  New  York  and  California  have 
been  most  affected.  31  other  States  and  the 
District  of  Columbia  have  their  own  ugly  Inci- 
dents to  report.  Nor  are  Jews  the  only  victims. 
Catholics,  Baptists,  Buddhists,  and  members 
of  other  faiths  have  found  their  places  of  wor- 
ship vandalized,  torched  or  ransacked. 

Why  should  these  crimes  be  under  Federal 
jurisdiction?  There  are  many  reasons.  Reli- 
gious hate  crimes  strike  at  one  of  the  funda- 
mental pillars  of  our  identity  as  a  nation:  the 
principle  of  religious  freedom  and  tolerance. 
My  ancestors,  and  I'm  sure  many  of  yours, 
came  to  the  United  States  for  the  purpose  of 
exercising  that  freedom.  Whan  vandals  paint 
their  swastikas,  they  identify  themselves  with 
an  evil  cause  that  over  400,000  Americans 
died  to  defeat.  An  assault  on  religious  free- 
dom is  more  than  mere  vandalism,  it  is  an  as- 
sault on  the  very  nature  of  our  society. 

Furthermore,  many  of  these  acts  of  dese- 
cration are  linked  with  an  expanding  network 
of  organized  hate  groups  across  the  Nation. 
These  people  use  our  telecommunications 
system,  our  postal  system  and  our  highways 
to  Incite  others  to  burn  Torah  scrolls,  destroy 
graves  and  burn  crosses.  Surely  that  should 
be  considered  a  Federal  crime.  I  urge  swift 
enactment  of  this  legislation  so  these  hateful 
acts  can  be  punished  and  prevented. 

Mr.  WEISS.  Mr.  Speaker,  as  a  cosponsor  of 
this  bill,  I  rise  in  strong  support  of  H.R.  4980, 
which  will  impose  criminal  penalties  for  cnmes 
against  religious  practices  and  property. 

We  have  grown  accustomed  to  the  tragedy 
of  religious  violence  when  it  occurs  In  Leba- 
non, Ireland,  or  India.  Yet  the  jarring  truth  Is 
that  relioiously  motivated  crimes  have  also 
been  Increasing  in  our  own  country.  In  Penn- 
sylvania alone— one  of  the  few  States  to  keep 
records  of  ethnic  and  race-related  violence— 
the  number  of  incidents  reported  has  in- 
creased 85  percent  in  the  past  year.  Statistics 
show  the  most  common  targets  of  these  hate 
crimes  are  synagogues  and  black  churches. 

Records  kept  by  the  Anti-Defamation 
League  of  B'nai  Brith  [ADL]  show  a  trouble- 
some rise  in  anti-Semitic  violence  over  the 
last  7  years.  In  1985,  the  ADL  reported  306 
accounts  of  assaults  or  threats  against 
Jews— up  almost  70  percent  over  1980— and 
638  acts  of  vandalism— up  over  170  percent 
since  1980.  Among  the  acts  reported  were 
bombings  of  a  synagogue  in  Boise,  ID;  the 
burning  of  a  swastika  on  a  lawn  In  a  swank 
Los  Angeles  subdivision;  ar>d  1 7  acts  of  van- 
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dalism  in  a  Bronx  housing  project.  Only  last 
spring,  a  vandal  broKe  into  the  Jewish  Center 
in  South  Baldwin.  NY,  stacked  all  of  the 
prayer  books  on  the  altar  and  podium,  and  set 
them  on  tire. 

Many  of  these  crimes  can  be  traced  to  a 
network  of  paramilitary  white  supremacy 
groups,  which  are  closely  linked  by  a  violently 
anti-Semitic  doctnne,  and  are  known  collec- 
tively as  the  Christian  Identity  Movement.  One 
group  known  as  the  Order  had  23  members 
irKJicted  last  year  for  robbery  and  murder. 
Other  anti-Semitic  organizations,  such  as  the 
Posse  Comitatus,  the  Covenant,  the  Aryan 
Nation,  and  the  Silent  Brotherhood,  have  de- 
veloped organizations  even  more  dangerous 
than  the  Klan  groups  from  which  they  sprang. 
Typically,  these  groups  try  to  blame  economic 
hardships  on  Jews,  who  are  alleged  to  control 
the  economy,  and  blacks,  Asian-Americans, 
and  Hispanics  who  supposedly  take  their  jobs. 

Religiously  motivated  violence  affects  the 
entire  range  of  faiths,  not  just  synagogues  and 
Jewish  communities.  Not  long  ago,  two  pre- 
dominantly black  churches  in  rural  South 
Carolina  were  destroyed  by  arson.  At  a  Bud- 
dhist Temple  in  downtown  Los  Angeles,  a 
priceless  scnpture  was  recently  stolen.  In 
1984,  three  churches  in  Lancaster,  PA,  were 
burned  Had  the  congregations  been  inside, 
the  human  tragedy  would  have  been  enor- 
mous. 

All  violence  is  reprehensible.  But  religiously 
motivated  cnmes  are  uniquely  abhorrent.  Our 
Nation  was  founded  by  men  and  women  flee- 
ing religious  persecution,  and  has  since 
become  a  haven  for  people  in  search  of  reli- 
gious freedom.  Of  all  the  nghts  we  enjoy  as 
Americans,  our  right  to  worship  as  we  choose 
is  among  the  most  cherished.  Any  infringe- 
ments on  our  freedom  of  religion— whether  by 
the  Government  or  by  private  groups  or  indi- 
viduals—attacks not  just  that  religion,  but  the 
principles  on  which  our  Nation  was  founded. 

Countless  immigrants— myself  among 
them— have  come  to  America  to  escape  reli- 
gious persecution  in  other  countries.  Our  Gov- 
ernment must  be  determined  to  keep  the  ugly 
scourge  of  religiously  motivated  violence  out 
of  this  Nation.  I  believe  this  bill  will  play  an  im- 
portant role  in  accomplishing  this,  and  I  urge 
my  colleagues  to  support  its  passage. 

Mr.  GLICKMAN.  Mr.  Speaker.  I 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore  (Mr. 
Bennett).  The  question  is  on  the 
motion  offered  by  the  gentleman  from 
Kansas  [Mr.  Glickman]  that  the 
House  suspend  the  rules  and  pass  the 
biU,  H.R.  4980. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  niles  were  suspended  and  the  bill 
was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


EXPORT-IMPORT  BANK  ACT 
AMENDMENTS  OF  1986 

Mr.  NEAL.  Mr.  Speaker.  I  move  to 
suspend  the  rules  and  pass  the  bill 
(H.R.  5548)  to  amend  the  Export- 
Import  Bank  Act  of  1945. 


The  Clerk  read  as  follows: 
H.R.  5548 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

SK(TH)N  1.  smtKTTITl.K. 

This  Act  may  be  cited  as  the  '■Export- 
Import  Bank  Act  Amendments  of  1986". 

SK(    1  KKKS. 

Section  2(a)(1)  of  the  Export-Import  Bank 
Act  of  1945  is  amended  by  inserting  after 
the  fifth  sentence  thereof  the  following: 
■The  Bank  may  impose  and  collect  reasona- 
ble fees  to  cover  the  costs  of  conferences 
and  seminars  sponsored  by.  and  publications 
provided  by,  the  Bank.  Amounts  received 
under  the  preceding  sentence  shall  be  cred- 
ited to  the  fund  which  initially  paid  for 
such  activities.". 

SK(  .  (  RKIIIT  APPI.H  ATIOS  KEKS. 

Section  2(b)(1)(B)  of  the  Export-Import 
Bank  Act  of  1945  (12  U.S.C.  635(b)(1)(B))  is 
amended  by  inserting  after  the  third  sen- 
tence the  following:  The  Bank  may  not 
impose  a  credit  application  fee  unless  (i)  the 
fee  is  competitive  with  the  average  fee 
charged  by  the  Bank  s  primary  foreign  com- 
petitors, and  (ii)  the  borrower  or  the  export- 
er is  given  the  option  of  paying  the  fee  at 
the  outset  of  the  loan  or  over  the  life  of  the 
loan  and  the  present  value  of  the  fee  deter- 
mined under  either  such  option  is  the  same 
amount.". 

sk(  i  km1.\n<  kmknt  of  mkdii  m-tkrm  hr(>- 
(;k.\m. 
Section  2(a)  of  the  Export-Import  Bank 
Act  of  1945  (12  U.S.C.  635(a))  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

■•(3)  Enhancement  of  Medium-Term  Pro- 
gram.— 

■(A)  In  general.— To  enhance  the 
medium-term  financing  program  established 
pursuant  to  paragraph  (2(.  the  Bank  shall 
establish  measures  to— 

■•(i)  improve  the  competitiveness  of  the 
Banks  medium-term  financing  and  ensure 
that  its  medium-term  financing  is  fully  com- 
petitive with  that  of  other  major  official 
credit  agencies: 

■•(ii)  ease  the  administrative  burdens  and 
procedural  and  documentary  requirements 
imposed  on  the  users  of  medium-term  fi- 
nancing: 

■■(iii)  attract  the  widest  possible  participa- 
tion of  private  financial  institutions  and 
other  sources  of  private  capital  in  the 
medium-term  financing  of  United  States  ex- 
ports: and 

■•(iv)  render  the  Bank's  medium-term  fi- 
nancing as  supportive  of  United  States  ex- 
ports as  is  its  Direct  Loan  Program. 

■■(B)  Report  required.— Not  later  than 
April  15,  1988.  the  Bank  shall  transmit  a 
report  to  the  Congress  analyzing  the  meas- 
ures adopted  to  enhance  medium-term  fi- 
nancing.". 

SEt .  V  (  OMPETITIVENESS  M.4NI)ATE. 

The  second  sentence  of  section  2(b)(1)(B) 
of  the  Export-Import  Bank  Act  of  1945  is 
amended  by  striking  out  'equivalent "  and 
inserting  in  lieu  thereof  identical  in  all  re- 
spects". 

SEC.«.  Ml  LTIPI.EEXPORTER  RISK  PROTECTION. 

Section  2(b)(1)(E)  of  the  Export-Import 
Bank  Act  of  1945  is  amended  by  adding  at 
the  end  thereof  the  following  new  clause: 

"(ix)  The  Bank  shall  provide,  through 
creditworthy  trade  associations,  export  trad- 
ing companies.  State  export  finance  compa- 
nies, export  finance  cooperatives,  and  other 
multiple-exporter    organizations,    medium- 


term  risk  protection  coverage  for  the  mem- 
bers and  clients  of  such  organizations.  Such 
coverage  shall  be  made  available  to  each 
such  organization  under  a  single  risk  protec- 
tion policy  covering  its  members  or  clients. 
Nothing  in  this  provision  shall  be  interpret- 
ed as  limiting  the  Bank's  authority  to  deny 
support  for  specific  transactions  or  to  disap- 
prove a  request  by  such  an  organization  to 
participate  in  such  coverage.". 

SE<  .  7.  PROdRAM  ACCESS. 

Section  2(b)(1)  of  the  Export-Import  Bank 
Act  of  1945  is  amended  by  adding  at  the  end 
thereof  the  following  new  subparagraph: 

■■(G)  Participation  in  or  access  to  long-, 
medium-,  and  short-term  financing,  guaran- 
tees, and  insurance  provided  by  the  Bank 
shall  not  be  denied  solely  because  the  entity 
seeking  participation  or  access  is  not  a  bank 
or  is  not  a  United  States  person.". 

SEC.  S.  PROHIBITION  ON  All)  TO  MARXIST-LENINIST 
(OINTRIES. 

Section  2(b)(2)  of  the  Export-Import  Bank 
Act  of  1945  (12  U.S.C.  635(b)(2))  is  amended 
to  read  as  follows: 

"(2)  Prohibition  on  Aid  to  Marxist-Len- 
inist Countries.— 

■(A)  In  general.— The  Bank  in  the  exer- 
cise of  its  functions  shall  not  guarantee, 
insure,  extend  credit,  or  participate  in  the 
extension  of  credit— 

■■(i)  in  connection  with  the  purchase  or 
lease  of  any  product  by  a  Marxist-Leninist 
country,  or  agency  or  national  thereof;  or 

■(ii)  in  connection  with  the  purchase  or 
lease  of  any  product  by  any  other  foreign 
country,  or  agency  or  national  thereof,  if 
the  product  to  be  purchased  or  leased  by 
such  other  country,  agency,  or  national  is, 
to  the  knowlege  of  the  Bank,  principally  for 
use  in,  or  sale  or  lease  to,  a  Marxist-Leninist 
country. 

•■(5)  Marxist-leninist  country  de- 
fined.— 

■■(i)  In  general.— For  the  purposes  of  this 
paragraph,  the  term  Marxist-Leninist  coun- 
try' means  any  country  which— 

■■(I)  maintains  a  centrally  planned  econo- 
my based  on  the  principles  of  Marxist-Len- 
inism, or 

(ID  is  economically  and  militarily  de- 
pendent on  the  Union  of  Soviet  Socialist 
Republics  or  on  any  other  Marxist-Leninist 
country. 

■■(ii)  Specific  countries  deemed  to  be 
marxist-leninist.— Unless  otherwise  deter- 
mined by  the  President  in  the  manner  pro- 
vided in  subparagraph  (C).  the  following 
countries  are  deemed  to  be  Marxist-Leninist 
countries  for  purposes  of  this  paragraph: 

■  Cambodian  People's  Republic. 

"Cooperative  Republic  of  Guyana. 

"Czechoslovak  Socialist  Republic. 

"Democratic  People's  Republic  of  Korea. 

"Democratic  Republic  of  Afghanistan. 

"Elstonia. 

"German  Democratic  Republic. 

"Hungarian  People's  Republic. 

"Lao  People's  Democratic  Republic. 

'Latvia. 

"Lithuania. 

"Mongolian  People's  Republic. 

People  s  Democratic  Republic  of  Yeman. 

"People's  Republic  of  Albania. 

"People's  Republic  of  Angola. 

"People's  Republic  of  Benin. 

"People's  Republic  of  Bulgaria. 

"People's  Republic  of  China. 

"People  s  Republic  of  the  Congo. 
"People's  Republic  of  Mozambique. 
Polish  People's  Republic. 
Republic  of  Cuba. 
"Republic  of  Nicaragua. 
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"Socialist  Ethiopia. 

•Socialist  Federal  Republic  of  Yugoslavia. 
"Socialist  Republic  of  Romania. 
"Socialist  Republic  of  Vietnam. 
"Surinam. 

•Tibet. 

•Union  of  Soviet  Socialist  Republics  (in- 
cluding its  captive  constituent  republics). 
'•(C)  Presidential  determination  that  a 

COUNTRY  HAS  CEASED  TO  BE  MARXIST-LENIN- 
IST.—If  the  President  determines  that  any 
country  on  the  list  contained  in  subpara- 
graph (B)(ii)  has  ceased  to  be  a  Marxist- 
Leninist  country  (within  the  definition  of 
such  term  in  subparagraph  (B)(i)),  such 
country  shall  not  be  treated  as  a  Marxist- 
Leninist  country  for  purposes  of  this  para- 
graph after  the  date  of  such  determination, 
unless  the  President  subsequently  deter- 
mines that  such  country  has  again  become  a 
Marxist-Leninist  country.". 

••(D)  Presidential  determination  relat- 
ing TO  financing  in  the  national  inter- 
est.— 

•(i)  In  general.— Subparagraph  (A)  shall 
not  apply  to  guarantees,  insurance,  or  ex- 
tensions of  credit  by  the  Bank  to  a  country, 
agency,  or  national  described  in  clause  (i)  or 
(ii)  of  subparagraph  (A)  (in  connection  with 
transactions  described  in  such  clauses)  if 
the  President  determines  that  such  guaran- 
tees, insurance,  or  extensions  of  credit  are 
in  the  national  interest. 

•'(ii)  Separate  determination  for  certain 
transactions.— The  President  shall  make  a 
separate  determination  under  clause  (i)  for 
each  transaction  described  in  clause  (i)  or 
(ii)  or  subparagraph  (A)  for  which  the  Bank 
would  extend  a  loan  in  an  amount  equal  to 
or  greater  than  $50,000,000. 

••(iii)  Report  of  clause  (i)  determinations 
to  congress.— Any  determination  by  the 
President  under  clause  (i)  shall  be  reported 
to  the  Congress  not  later  than  the  earlier 
of- 

"(I)  the  end  of  the  30-day  period  begin- 
ning on  the  date  of  such  determination:  or 

••(II)  the  date  the  Bank  takes  final  action 
with  respect  to  the  first  transaction  involv- 
ing the  country,  agency,  or  national  for 
which  such  determination  is  made  after  the 
date  of  the  enactment  of  the  Export-Import 
Bank  Amendments  of  1974,  unless  a  report 
of  a  determination  with  respect  to  such 
country,  agency,  or  national  was  made  and 
reported  before  such  date  of  enactment. 

••(iv)  Report  of  Clause  (ii)  Determina- 
tions to  Congress.— Any  determination  by 
the  President  under  clause  (ii)  shall  be  re- 
ported to  the  Congress  not  later  than  the 
earlier  of— 

"(I)  the  end  of  the  30-day  period  begin- 
ning on  the  date  of  such  determination:  or 

"(II)  the  date  the  Bank  takes  final  action 
with  respect  to  the  transaction  for  which 
such  determination  is  made. 

SK(  .  9.  PROHIHITION  ON  All)  TO  ANCOI.A. 

Section  2(b)  of  the  Export-Import  Bank 
Act  of  1945  (12  U.S.C.  635(b))  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

••(11)  Prohibition  Relating  To  Angola.— 
Notwithstanding  any  determination  by  the 
President  under  paragraph  (2),  the  Bank 
may  not  guarantee,  insure,  or  extend  credit 
(or  participate  in  the  extension  of  credit)  in 
connection  with  any  export  of  goods  or  serv- 
ices, except  food  or  agricultural  commod- 
ities, to  the  People's  Republic  of  Angola 
until  the  President  certifies  to  the  Congress 
that  no  combatant  forces  or  military  advi- 
sors of  the  Republic  of  Cuba  or  of  any  other 
Marxist-Leninist  country  (as  such  term  is 


defined    in    paragraph    (2)(B)    remain    in 
Angola.^'. 

SK<  .  10.  TRANSKKRAHII.ITV  ok  (il  ahantkks. 

Section  2(c)  of  the  Export-Import  Bank 
Act  of  1945  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

••(3)  Transferability  Of  Guarantees.— 
With  respect  to  medium-term  and  long-term 
obligations  insured  or  guaranteed  by  the 
Bank  after  the  date  of  the  enactment  of  the 
Export-Import  Bank  Act  Amendments  of 
1986,  the  Bank  shall  authorize  the  unre- 
stricted transfer  of  such  obligations  by  the 
originating  lenders  or  their  transferees  to 
other  lenders  without  affecting,  limiting,  or 
terminating  the  guarantee  or  insurance  pro- 
vided by  the  Bank,". 

SK(.  II.  FKOHIHITION  ACAINST  CKRTAIN  TRANSAC- 
TIONS 

Section  2  of  the  Export-Import  Bank  Act 
of  1945  is  amended  by  adding  at  the  end 
thereof  the  following: 

••(e)  Limitation  On  Assistance  Which 
Adversely  Affect  the  United  States.— 

■•(1)  In  general.- The  Bank  may  not 
extend  any  direct  credit  or  financial  guaran- 
tee for  establishing  or  expanding  production 
of  any  commodity  for  export  by  any  coun- 
try other  than  the  United  States,  if— 

••(A)  the  Bank  determines  that— 

■•(i)  the  commodity  is  likely  to  be  in  sur- 
plus on  world  markets  at  the  time  the  re- 
sulting productive  capacity  is  expected  to 
become  operative:  or 

••(ii)  the  resulting  production  capacity  is 
expected  to  compete  with  United  States  pro- 
duction of  the  same,  similar,  or  competing 
commodity:  and 

"(B)  the  Bank  determines  that  the  exten- 
sion of  such  credit  or  guarantee  will  cause 
substantial  injury  to  United  States  produc- 
ers of  the  same,  similar,  or  competing  com- 
modity. 

••(2)  Exception.— Paragraph  (1)  shall  not 
apply  in  any  case  where,  in  the  judgment  of 
the  Board  of  Directors  of  the  Bank,  the 
short-  and  long-term  benefits  to  industry 
and  employment  in  the  United  States  are 
likely  to  outweigh  the  injury  to  United 
States  producers  of  the  same,  similar,  or 
competing  commodity.". 

SKC.  12.  I.MHA(T  ANALYSIS. 

Section  1911  of  the  Export-Import  Bank 
Act  Amendments  of  1978  is  amended  by 
adding  at  the  end  thereof  the  following:  "In 
all  cases  to  which  this  section  applies,  the 
Bank  shall  consider  and  address  in  writing 
the  views  of  parties  or  persons  who  may  be 
substantially  adversely  affected  by  the  loan 
or  guarantee  prior  to  taking  final  action  on 
the  loan  or  guarantee.  This  requirement 
does  not  subject  the  Bank  to  the  provisions 
of  subchapter  II  of  chapter  5  of  title  5. 
United  States  Code.". 

SK( .  1.1.  aithori/ation  ok  appropriations 

Section  7(a)  of  the  Export-Import  Bank 
Act  of  1945  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(3)  Authorization  of  Appropriation.— 
There  are  authorized  to  be  appropriated 
$145,259,000  for  fiscal  year  1987  to  cover  the 
subsidy  cost  of  new  direct  loans  obligated  by 
the  Bank  in  that  fiscal  year.  Any  amounts 
appropriated  under  this  paragraph  shall  be 
permanent  additions  to  the  capital  and  re- 
serves of  the  Bank.". 
SKI.  u.  kxtknsion  ok  (  hartkh 

Section  8  of  the  Export-Import  Bank  Act 
of  1945  (12  U.S.C.  635f)  is  amended  by  strik- 
ing out  'September  30,  1986  "  and  inserting 
in  lieu  thereof  "September  30.  1992  ". 


SIH.    l.S.    MATCHING    KOREICN   OFFKIAI.   EXPORT 
I'REDITS  IN  THE  INITEI)  STATES. 

(a)  In  General.— Section  1912(b)  of  the 
Export-Import  Bank  Act  Amendments  of 
1978  (12  U.S.C.  635a-3(b))  is  amended  to 
read  as  follows: 

•■(b)  The  Secretary  of  the  Treasury  shall 
issue  such  authorization  to  the  Bank  to  pro- 
vide guarantees,  insurance,  and  credits  to 
competing  United  States  sellers,  unless  the 
Secretary  determines  that— 

••(1)  the  availability  of  foreign  official 
noncompetitive  financing  is  not  likely  to  be 
a  significant  factor  in  the  sale:  or 

"(2)  the  foreign  noncompetitive  financing 
has  been  withdrawn.". 

(b)  Technical  and  Conforming  Amend- 
ment.-Section  1912(a)(1)  of  the  Export- 
Import  Bank  Act  Amendments  of  1978  (12 
U.S.C.  635a-3(a)(l))  is  amended  by  inserting 
•irrespective  of  whether  these  credits  are 
being  offered  by  governments  which  are  sig- 
natories to  such  standstills,  minutes,  or 
practices. '•  after  "major  export  countries 
have  agreed. •'. 

SE(  .  16.  KEPt»RT  ON  ROLE  OK  PRIVATE  INSlRANt  E. 

Not  later  than  October  1.  1987.  the 
Export-Import  Bank  of  the  United  States 
and  the  Office  of  Management  and  Budget 
shall  jointly  prepare  and  transmit  to  the 
Congress,  and  the  General  Accounting 
Office  shall  prepare  and  transmit  to  the 
Congress,  reports  analyzing— 

(1)  the  need  for  United  States  Govern- 
ment involvement  in  export  credit  insur- 
ance, considering  the  current  activities  of 
private  insurance  companies  in  this  area, 
private  insurance  industry  trends  over  the 
longer  term,  and  ways  in  which  private  in- 
surance companies  can  be  encouraged  by 
the  Bank  to  maximize  export  credit  insur- 
ance activities: 

(2)  the  need  to  employ  an  agent  in  admin- 
istering government-supported  insurance 
programs  which  are  determined  to  be  neces- 
sary: and 

(3)  the  efficiency  and  effectiveness  of  con- 
tinuing to  utilize  the  Foreign  Credit  Insur- 
ance Association  as  the  Bank's  agent  (in- 
cluding an  analysis  of  the  administrative 
and  economic  cost  to  the  government  and 
the  Bank  of  maintaining  the  Foreign  Credit 
Insurance  As-sociation). 

SE«.  17.  ('ONKORMIN(;  AMENDMENT  KEL.ATINC  TO 
«  REIHT  AITHORITV. 

The  second  sentence  of  section  7(a)  of  the 
Export-Import  Bank  Act  of  1945  is  amended 
by  inserting  "and  credit"  immediately  after 
the  words  'all  spending". 

SEC.  IK.  l>IRE(TORS^  terms. 

Section  3(c)(8)  of  the  Export-Import  Bank 
Act  of  1945  (12  U.S.C.  635a(c)(8))  is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing new  subparagraph: 

■■<E)  Any  director  whose  term  has  expired 
may  continue  to  serve  on  the  Board  of  Di- 
rectors until  the  earlier  of— 

•■(:)  the  date  on  which  such  director's  suc- 
cessor is  qualified:  or 

■■(ii)  the  end  of  the  6-month  period  begin- 
ning on  the  date  such  director's  term  ex- 
pires.". 

SK<  .  I».  TIED  All)  CREDIT  WAR  CHEST. 

The  Export-Import  Bank  Act  of  1945  is 
amended  by  adding  at  the  end  thereof  the 
following  new  section: 

••SE(  .  l.V  TIED  AID  CREDIT  PRCMiRAM  AND  Kl  ND. 

••(a)  Findings.— The  Congress  finds  that— 
••(1)  tied  aid  and  partially  untied  aid  cred- 
its offered  by  other  countries  are  a  preda- 
cious method  of  financing  exports  because 
of  their  market-distorting  effects: 
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"(2)  these  distortions  have  caused  the 
United  States  to  lose  export  sales,  with  re- 
sulting losses  in  economic  growth  and  em- 
ployment; 

(3)  these  practices  undermine  market 
mechanisms  that  would  otherwise  result  in 
export  purchase  decisions  made  on  the  basis 
of  price,  quality,  delivery,  and  other  factors 
directly  related  to  the  export,  where  official 
financing  is  not  subsidized  and  would  be  a 
neutral  factor  in  the  transaction: 

"(4)  support  of  commercial  exports  by 
donor  countries  with  tied  aid  and  partially 
untied  aid  credits  impedes  the  growth  of  de- 
veloping countries  because  it  diverts  devel- 
opment assistance  funds  from  essential  de- 
velopmental purposes;  and 

••(5)  there  should  be  established  in  the 
Bank  a  temporary  tied  aid  program  to 
target  the  export  markets  of  those  countries 
which  make  extensive  use  of  tied  aid  or  par- 
tially untied  aid  credits  for  commercial  ad- 
vantage for  the  purpose  of  facilitating  the 
negotiation  of  a  comprehensive  internation- 
al arrangement  restricting  the  use  of  tied 
aid  and  partially  untied  aid  credits  for  com- 
mercial purposes,  and  such  program  should 
be  aggressively  used  until  such  an  arrange- 
ment is  established. 

"(b)  Establishment  of  Tied  Aid  Credit 
Program.— 

■•(1)  In  general.— For  the  purpose  of  facili- 
tating the  negotiation  of  a  comprehensive 
international  arrangement  restricting  the 
use  of  tied  aid  and  partially  untied  aid  cred- 
its for  commercial  purposes,  the  Bank  shall 
establish  a  tied  aid  credit  program  under 
which  grants  shall  be  made  from  funds 
available  in  the  Tied  Aid  Credit  Fund  estab- 
lished under  subsection  'c)— 

•■(A)  to  supplement  the  financing  of  a 
United  States  export  when  there  is  a  rea- 
sonable expectation  that  predacious  financ- 
ing will  be  provided  by  another  country  for 
a  sale  by  a  competitor  of  the  United  States 
exporter  w'ith  respect  to  such  export; 

••(B)  to  supplement  the  financing  of 
United  States  exports  to  foreign  markets 
which  are  actual  or  potential  export  mar- 
kets for  any  country  which  the  Bank  deter- 
mines— 

••(i)  engages  in  predacious  official  export 
financing  through  the  use  of  tied  aid  or  par- 
tially untied  aid  credits;  and 

•(ii)  impedes  negotiations  to  eliminate  the 
use  of  such  credits  for  commercial  purposes; 
or 

••(C)  to  supplement  the  financing  of 
United  States  exports  under  such  other  cir- 
cumstances as  the  Bank  may  determine  to 
be  appropriate  for  carrying  out  the  pur- 
poses of  this  section. 

■•(2)  Administration  of  program.— The 
tied  aid  credit  program  shall  be  adminis- 
tered by  the  Bank— 

••(A)  in  consultation  with  the  Secretary  of 
the  Treasury  and  in  accordance  with  the 
Secretary's  recommendations  on  how  such 
credits  could  be  used  most  effectively  and 
efficiently  to  promote  the  negotiation  of  a 
comprehensive  international  arrangement 
restricting  the  use  of  tied  aid  and  partially 
untied  aid  credits  for  commercial  purposes; 
••(B)  in  cooperation  with  private  financial 
insitutions  or  entities,  as  appropriate;  and 

■•(C)  in  consultation  with  the  National  Ad- 
visory Council  on  International  Monetary 
and  Financial  Policies. 

••(3)  Coordination  vi'ith  other  export  fi- 
nancing.—Under  the  tied  aii  credit  pro- 
gram, the  Bank  may  combine  grants  from 
the  Tied  Aid  Credit  Fund  with- 

•■(A)  any  guarantee,  insurance,  or  other 
extension  of  credit  provided  by  the  Bank 
under  this  Act; 


••(B)  any  export  financing  provided  by  any 
private  financial  institution  or  other  entity: 
and 

••(C)  any  other  type  of  export  financing, 
in  such  manner  and  under  such  terms  as  the 
Bank  determines  to  be  appropriate,  includ- 
ing combinations  of  export  financing  in  the 
form  of  blended  financing  and  parallel  fi- 
nancing. 

••(4)  Information  on  countries  which 
engage  in  official  predacious  export  fi- 
nancing AND  impede  negotiations.— In  order 
to  assist  the  Bank  to  make  the  most  effi- 
cient use  of  funds  available  for  supplemen- 
tal financing  under  paragraph  (1)(B),  the 
United  States  Trade  Representative  and  the 
Secretary  of  Commerce  may  provide  infor- 
mation on  principal  sectors  and  key  markets 
of  countries  described  in  paragraph  (1)(B) 
to  the  Bank,  the  Secretary,  and  the  Nation- 
al Advisory  Council  on  International  Mone- 
tary and  Financial  Policies. 
••(c)  Tied  Aid  Credit  Fund.— 
■•(1)  In  general.— There  is  hereby  estab- 
lished within  the  Bank  a  fund  to  be  known 
as  the  ■Tied  Aid  Credit  Fund'  (hereinafter 
in  this  section  referred  to  as  the  ■Fund'), 
consisting  of  such  amounts  as  may  be  appro- 
priated to  the  Fund  pursuant  to  the  author- 
ization contained  in  sul)section  (e). 

•■(2)  Expenditures  from  fund.— Amounts 
in  the  Fund  shall  be  available  for  grants 
made  by  the  Bank  under  the  tied  aid  credit 
program  established  pursuant  to  subsection 
(b)  and  to  reimburse  the  Bank  for  the  cost 
of  any  tied  aid  credits  authorized  by  the 
Bank  during  fiscal  year  1986. 

■■(d)  Consistency  With  Arrangement.— 
Any  export  financing  involving  the  use  of  a 
grant  under  the  tied  aid  credit  program 
shall  be  consistent  with  the  procedures  es- 
tablished by  the  Arrangement,  as  in  effect 
at  the  time  such  financing  is  approved. 
■■(e)  Authorization  of  Appropriations.— 
•■(1)  In  general.— There  is  hereby  author- 
ized to  be  appropriated  to  the  Fund  for 
fiscal  years  1987  and  1988.  S300.000.000. 
Except  as  provided  in  paragraph  (2).  such 
sums  shall  remain  available  until  expended. 
••(2)  Rescission  authority.— 
••(A)  Determination  by  president.— If  the 
President  determines  that  any  amount  ap- 
propriated to  the  Fund  is  not  required  to 
achieve  the  purpose  of  the  Fund,  the  Presi- 
dent shall  transmit  a  special  message  of 
such  determination  to  the  Congress  in  the 
manner  provided  in  section  1012(a)  of  the 
Impoundment  Control  Act  of  1975. 

••(B)  Special  message.- Any  message 
under  this  paragraph  shall  be  treated  as  a 
special  message  under  such  section  for  pur- 
poses of  such  Act. 

••(f)  NoNREViEWABiLiTY.— No  action  taken 
under  this  section  shall  be  reviewable  by 
any  court,  except  for  abuse  of  discretion. 
■■(g)  Report  to  Congress.— 
■•(1)  Report  requested.— Before  the  end  of 
the  6-month  period  beginning  on  the  date  of 
enactment  of  this  section  and  every  six 
months  thereafter,  the  Bank,  in  consulta 
tion  with  the  Secretary,  shall  prepare  and 
transmit  a  report  on  tied  aid  credits  to  the 
President  of  the  Senate  and  the  Speaker  of 
the  House  of  Representatives. 

■■(2)  Contents  of  report.— Each  report  re- 
quired by  paragraph  ( 1 )  shall  contain  a  de- 
scription of— 

■■(A)  the  principal  offers  of  predacious  fi- 
nancing by  foreign  countries  during  the 
course  of  the  previous  6  months; 

■(B)  steps  taken  by  the  United  States  to 
combat  specific  predacious  financing  prac- 
tices of  foreign  countries; 

■■(C)  any  use  by  the  Bank  of  the  Tied  Aid 
Credit  Fund  to  match  specific  predacious  fi- 


nancing practices  of  foreign  counties  and  to 
initiate  tied  aid  credit  offers; 

'■(D)  any  additional  steps  the  United 
States  may  take  in  the  future  to  discourage 
use  of  predacious  financing  practices;  and 

■■(E)  any  progress  achieved  in  negotiations 
to  establish  a  comprehensive  international 
arrangement  restricting  the  use  of  tied  aid 
and  partially  untied  credits  for  commercial 
purposes. 

(3)  Confidential  Information.— To  the 
extent  the  Bank  determines  any  informa- 
tion required  to  be  included  in  the  report 
under  this  subsection  should  not  be  made 
public,  such  information  may  be  submitted 
separately  on  a  confidential  basis  or  provid- 
ed orally,  rather  than  in  written  form,  to 
the  Chairmen  and  ranking  minority  Mem- 
bers of  the  Committees  of  the  Senate  and 
the  House  of  Representatives  with  jurisdic- 
tion over  the  subject  matter  of  the  report. 

■■(h)  Definitions.— For  the  purpose  of 
this  section— 

■■(1)  Tied  aid  partially  untied  aid 
credit.— The  terms  ■tied  aid  credit'  and  'par- 
tially untied  aid  credit'  mean  any  credit 
which— 

■•(A)  has  a  grant  element  greater  than 
zero  percent,  as  determined  by  the  Develop- 
ment Assistance  Committee  of  the  Organi- 
zation for  Economic  Cooperation  and  Devel- 
opment; 
■■(B)  is,  in  fact  or  in  effect,  tied  to— 
■■(i)  the  procurement  of  goods  or  services 
from  the  donor  country,  in  the  case  of  tied 
aid  credit;  or 

■■(ii)  the  procurement  of  goods  or  services 
from  a  restricted  number  of  countries,  in 
the  case  of  partially  untied  aid  credit;  and 

■■(C)  is  financed  either  exclusively  from 
public  funds  or  partly  from  public  and 
partly  from  private  funds. 

■■(2)  Secretary.— The  term  Secretary' 
means  the  Secretary  of  the  Treasury. 

(3)  Arrangement.— The  term  Arrange- 
ment' means  the  Arrangement  on  Guide- 
lines for  Officially  Supported  Export  Cred- 
its established  through  the  Organization  for 
Economic  Cooperation  and  Development. 

••(4)  Blended  financing.— The  term  'blend- 
ed financing'  means  financing  provided 
through  any  combination  of  official  devel- 
opment assistance,  official  export  credits, 
and  private  commercial  credit  which  is  inte- 
grated into  a  single  agreement  with  a  single 
.set  of  financial  terms. 

■■(5)  Parallel  financing.— The  term  par- 
allel financing'  means  financing  provided  by 
any  combination  of  official  development  as- 
sistance, offical  export  credits,  and  private 
commercial  credit  which  is  not  integrated 
into  a  single  agreement  and  does  not  have  a 
single  set  of  financial  terms.". 

SKt .  20.  INTKKKST  SI  BSIDY  FAYMKNTS. 

■■(a)  In  General.— Section  2  of  the  Export- 
Import  Bank  Act  of  1945  (as  amended  by 
section  11)  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection; 
■■(f)  Interest  Subsidy  Payments.— 
■■(1)  Payments  authorized.— The  Bank 
may  enter  into  commitments  to  make  pay- 
ments to  commercial  lending  institutions 
and  other  lenders,  in  such  amounts  as  the 
Bank  may  determine  to  be  appropriate,  to 
provide  a  sufficient  return  on  loans  by  such 
lenders  (including  loans  guaranteed  by  the 
Bank)  in  support  of  United  States  exports 
(of  goods  or  services)  when  financing  at  less 
than  market  rates  is  required  for  such  ex- 
ports in  order  to  respond  to  subsidized  fi- 
nancing offered  by  foreign  export  credit 
agencies. 
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■■(2)  Authority  to  make  payments  sub- 
ject TO  MINIMUM  AMOUNT  OF  DIRECT  LOAN  AU- 
THORITY.—The  authority  to  enter  into  com- 
mitments to  make  interest  subsidy  pay- 
ments under  paragraph  ( 1 )  shall  be  effective 
for  any  fiscal  year  only  if  the  aggregate 
principal  amount  of  direct  loans  the  Bank 
may  obligate  in  such  fiscal  year  is  equal  to 
or  greater  than  $700,000,000. 

"(3)  Payments  allowed  only  from  funds 
APPROPRIATED  FOR  SUCH  PURPOSE.— The  esti- 
mated aggregate  amount  of  commitments 
entered  into  by  the  Bank  under  paragraph 
(1)  in  any  fiscal  year  beginning  after  fiscal 
year  1986  may  not  exceed  the  amount  of 
funds  appropriated  to  the  Bank  for  such 
purposes  for  such  fiscal  year. 

"(4)  Authorization  of  appropriations.— 

"(A)  In  general.— Subject  to  paragraph 
(B),  there  are  authorized  to  be  appropriated 
to  the  Bank,  for  any  fiscal  year  beginning 
after  fiscal  year  1986,  such  sums  as  may  be 
necessary  to  carry  out  the  purposes  of  this 
subsection. 

"(B)  Budget  scoring.— No  amount  is  au- 
thorized to  be  appropriated  for  commit- 
ments to  make  interest  subsidy  payments  on 
loans  for  which  the  Bank  extends  a  loan 
guarantee  commitment  if  any  amount  of 
such  loan  guarantee  commitment  is  scored 
as  budget  authority  in  any  estimate  of 
budget  authority  prepared  pursuant  to  any 
provision  of  the  Congressional  Budget  and 
Impoundment  Control  Act  of  1974. 

••(5)  SuNSEi-  provision.— The  authority  to 
enter  into  commitments  to  make  interest 
subsidy  payments  shall  lapse  on  October  1, 
1988.". 

(b)  GAO  Report  on  Interest  Subsidy 
Payments.— Section  9  of  the  Export-Import 
Bank  Act  of  1945  (12  U.S.C.  635g)  is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing new  subsection; 

•■(e)  GAO  Report  on  Interest  Subsidy 
Payments.— 

"(1)  Report  required.— Not  later  than 
March  1,  1988,  the  Comptroller  General  of 
the  United  States  shall  transmit  to  both 
Houses  of  the  Congress  a  report  on  the 
manner  in  which  and  the  extent  to  which 
the  Bank  is  exercising  its  authority  to  make 
interest  subsidy  payments  under  section 
2(f). 

"(2)  Contents  of  report.— The  report  re- 
quired under  paragraph  (1)  with  respect  to 
interest  subsidy  payments  shall— 

"(A)  compare  the  efficiency  and  competi- 
tiveness of  interest  subsidy  payments  with 
the  efficiency  and  competitiveness  of  direct 
Bank  financing  of  an  equivalent  value  of  ex- 
ports; 

•■(B)  compare  the  cost,  to  the  United 
States  Government,  of  making  interest  sub- 
sidy payments  and  the  impact  of  such  pay- 
ments on  the  financial  condition  of  the 
Bank  with  the  cost  and  impact  of  direct 
Bank  financing  of  an  equivalent  value  of  ex- 
ports: 

■•(C)  compare  the  impact  of  interest  subsi- 
dy payments  on  the  Federal  budget  with 
the  impact  on  such  budget  of  direct  Bank  fi- 
nancing of  an  equivalent  value  of  exports; 
and 

■•(D)  include  all  views  and  recommenda- 
tions of  the  Advisory  Committee  of  the 
Bank  which  are  submitted  to  the  Comptrol- 
ler General  of  the  United  States  before  De- 
cember 1.  1987.'. 

(c)  Report  Sunset  Provision.— Effective 
March  2.  1988,  the  amendment  made  by 
subsection  (b)  is  repealed. 

The  SPEAKER  pro  tempore.  Is  a 
second  demanded? 


Mr.  CHANDLER.  Mr.  Speaker,  I 
demand  a  second. 

The  SPEAKER  pro  tempore.  With 
out  objection,  a  second  will  be  consid- 
ered as  ordered. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  North  Carolina  [Mr. 
Neal]  will  be  recognized  for  20  min- 
utes and  the  gentleman  from  Wash- 
ington [Mr.  Chandler]  will  be  recog- 
nized for  20  minutes. 

The  Chair  recognizes  the  gentleman 
from  North  Carolina  [Mr.  Neal]. 

Mr.  NEAL.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  this  bill  is  the  result  of 
extensive  negotiations  between  the 
Banking  Committees  of  the  House  and 
the  Senate.  Both  bodies  had  passed 
similar  legislation  reauthorizing  the 
Export-Import  Bank.  Instead  of  con- 
vening a  formal  conference,  we  decid- 
ed to  work  with  the  other  body  in  pre- 
paring an  entirely  new  bill  embodying 
the  compromises  we  would  have 
reached  in  a  conference.  This  bill, 
which  I  hope  we  can  pass  today  under 
suspension  of  the  rules,  stands  a  very 
good  chance  of  being  considered  favor- 
ably by  the  other  body,  and  quickly 
sent  to  the  President  for  his  signature. 
We  need  quick  action  because,  under 
current  law,  the  authority  of  the  Bank 
to  finance  U.S.  exports  expires  on  Sep- 
tember 30.  By  passing  this  bill  we 
would  extend  that  authority  for  an- 
other 6  years  to  September  30,  1992. 

This  bill  is  very  similar  to  H.R.  4510, 
the  Eximbank  reauthorization  that 
has  already  passed  the  House.  I  would 
like  to  clarify  very  briefly  the  few 
points  on  which  it  differs,  and  point 
out  the  major  provisions  which  were 
retained,  virtually  unchanged,  from 
H.R.  4510. 

Section  5  of  H.R.  5548  addresses  the 
Bank's  "competitiveness  mandate." 
Current  law  requires  the  Bank  to  be 
fully  competitive,  but  stipulates  that 
"rates  ancl  terms  and  conditions  need 
not  be  equivalent  to  those  offered  by 
foreign  countries,  *  *  *."  This  would 
be  changed  to  read:  "Rates  and  terms 
and  conditions  need  not  be  identical  in 
all  respects  to  those  offered  by  foreign 
countries.  ..." 

The  substitution  of  "need  not  be 
identical"  for  'need  not  be  equivalent" 
is  meant  to  strengthen  the  Bank's 
competitiveness  mandate  by  removing 
any  possible  ambiguity  in  the  current 
language.  "Need  not  be  equivalent" 
might  be  read  "as  a  relaxation  of  the 
requirement  that  the  Bank  be  fully 
competitive,"  without  qualification, 
but  with  the  understanding  that  each 
individual  rate,  term  and  condition  of 
an  offer  need  not  be  identical  to  that 
of  a  foreign  financing  offer,  as  long  as 
the  financing  package  as  a  whole  is 
competitive. 

The  purpose  of  section  7  of  this  bill, 
relating  to  program  access,  is  to  ensure 
that  an  entity  not  be  denied  access  to 


the  Bank's  programs  solely  because 
that  entity  is  not  a  bank  or  is  not  a 
U.S.  person.  It  is  not  intended  to  limit 
the  Bank's  flexibility  in  determining 
access,  based  upon  other  criteria,  to  its 
programs  or  to  restructure  them  in 
any  way.  Thus,  the  Bank  would  still  be 
able  to  establish  rules  for  access  to  its 
programs  as  part  of  the  process  of  im- 
plementing the  mandates  contained  in 
its  statutory  charter,  such  as  finding 
reasonable  assurance  of  repayment 
and  avoiding  competition  with  private 
capital.  The  Bank  would  also  be  able 
to  handle  access  to  its  programs  in 
ways  that  will  enable  it  to  continue  to 
administer  its  programs  in  an  effective 
and  efficient  manner. 

As  it  passed  the  House,  H.R.  4510 
contained  a  new  provision  defining 
Marxist-Leninist  countries,  and  pro- 
hibiting Eximbank  financing  to  such 
countries  without  a  Presidential 
waiver,  it  also  contained  an  explicit 
prohibition  on  Eximbank  financing  for 
exports  to  Angola,  unless  the  Presi- 
dent certifies  that  Cuba  combatant 
forces  no  loger  remain  in  Angola.  This 
bill,  in  sections  8  and  9,  retains  of 
those  provisions  virtually  unchanged. 
The  Marxist-Leninist  provision  incor- 
porates Senate  language  permitting 
the  President  to  remove  a  country 
from  the  list  if  that  country  no  longer 
meets  the  definition  of  Marxism-Len- 
inism, and  the  Angolan  provision  is 
broadened  somewhat  by  requiring  the 
President  to  certify  that  no  combatant 
forces  or  military  advisors  of  Cuba  or 
any  other  Marxist-Leninist  country 
remain  in  Cuba. 

H.R.  4510  contained  an  important 
provision  requiring  the  Bank  to  au- 
thorize the  unrestricted  transfer  of  its 
guarantees,  thereby  making  Eximbank 
guaranteed  loans  highly  liquid  assets, 
and  encouraging  the  development  of  a 
secondary  market  in  such  assets.  This 
bill,  in  section  10,  contains  a  very  simi- 
lar provision,  with  the  same  intent  and 
purpose.  It  may,  however,  require 
some  clarification.  It  refers  to  the  un- 
restricted transfer  of  obligations  guar- 
anteed or  insured  by  the  Bank  from 
the  original  lenders  to  other  "lenders" 
without  limiting  or  terminating  the 
guarantee  or  insurance,  the  word 
"lender"  is  not  to  be  narrowly  con- 
strued. It  does  not  mean  simply  an- 
other bank,  or  financial  institution 
that  normally  makes  export  loans. 
Since  the  asset  in  question  is  a  loan— a 
loan  made  by  the  original  lender  and 
guaranteed  or  insured  by  the  Bank- 
any  person  or  entity  acquiring  owner- 
ship of  that  asset  should  be  deemed  to 
be  a  "lender"  under  the  language  of 
this  provision.  Our  purpose  is  to 
permit  the  original  lender  to  sell  or 
transfer  the  loan  to  any  other  person 
or  entity  without  affecting  or  limiting 
in  any  way  the  Bank's  guarantee  or  in- 
surance. 
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Section  19  of  this  bill  establishes, 
within  the  Export-Import  Bank,  the 
so-called  "mixed  credits"  war  chest  the 
administration  has  been  requesting, 
and  authorizes  the  appropriation  of 
$300  million  for  that  purpose.  The 
structure  and  purpose  of  this  "war 
chest"  have  been  carefully  designed.  It 
could  be  used  for  both  "offensive"  and 
"defensive"  purposes,  that  is,  it  could 
be  used  aggressively  to  take  markets 
away  from  other  countries,  and  defen- 
sively to  protect  American  exports 
facing  unfair  mixed  credits  financing. 
Its  overriding  purpose  is  to  strengthen 
the  hand  of  the  Secretary  of  the 
TYeasury  in  negotiating  a  comprehen- 
sive agreement  to  limit  the  use  and 
abuse  of  mixed  credits.  To  serve  that 
purpose,  it  is  essential  that  the  Secre- 
tary, who  is  in  charge  of  these  negotia- 
tions for  the  United  States,  be  able  to 
direct  the  use  of  the  funds  from  this 
war  chest.  Thus,  though  it  is  lodged 
administratively  in  the  Bank,  the 
actual  use  of  the  funds  in  the  war 
chest  will  be  under  the  control  of  the 
Secretary.  His  practical  control  over 
these  funds  is  assured  by  the  language 
in  this  section  which  requires  the 
Bank  to  administer  this  tied  aid  credit 
program  "in  accordance  with  the  Sec- 
retary's recommendations  on  how 
such  credits  could  be  used  most  effec- 
tively and  efficiently  to  promote  the 
negotiation  of  a  comprehensive  inter- 
national arrangement  restricting  the 
use  of  tied  aid  and  partially  untied  aid 
credits  for  commercial  purposes." 

Finally,  section  20  of  H.R.  5548  au- 
thorizes the  Bank  to  establish  its  so- 
called  I-Match  Program,  under  which 
it  would  make  interest  subsidy  pay- 
ments to  private  lenders  to  subsidize 
export  loans  when  below-market  fi- 
nancing is  required  to  compete  with 
foreign  subsidized  financing.  This  I- 
Match  authority,  which  is  granted  for 
2  years,  will  be  effective  only  if  three 
conditions  are  met:  First,  the  funds  for 
the  interest  subsidy  payments  are  ap- 
propriated; second,  loan  guarantees  ac- 
companying these  payments  are 
scored  "off-budget";  and  third,  the 
Bank  has  a  direct  loan  budget  of  at 
least  $700  million.  This  last  condition 
does  not  mean  the  Bank  must  actually 
lend  $700  million.  It  means  that  I- 
Match  authority  is  effective  in  any 
fiscal  year  only  if  the  Bank  has  at 
least  a  $700  million  direct  loan  budget 
in  place  for  that  year,  that  is,  that  the 
Bank  is  empowered  to  lend  that  much. 
This  condition  is  intended  to  ensure 
that,  for  the  2  years  of  its  operation,  I- 
Match  will  remain  an  experimental  or 
pilot  program.  Then,  on  the  basis  of 
this  experience,  we  can  decide  whether 
or  not  it  should  be  expanded. 

Mr.  Speaker,  this  bill  is  a  good  com- 
promise package.  It  enjoys  widespread 
support  among  exporters  and  financial 
institutions  financing  exports.  It  de- 
serves our  speedy  passage. 


Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mr.  CHANDLER.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  with  the  number  of 
bills  under  consideration  today,  I  will 
be  brief;  but  I  am  pleased  to  rise  in 
support  of  this  measure. 

Several  provisions  are  a  disappoint- 
ment: I'm  not  especially  pleased  that 
we're  authorizing  an  appropriation  to 
subsidize  direct  lending.  That  hasn't 
been  necessary  in  the  past,  and  in  the 
current  budget  climate  I  think  it  is  a 
mistake.  And  I'm  also  disappointed 
that  this  bill  makes  foreign  policy. 
The  provisions  prohibiting  assistance 
to  Angola  and  other  Communist  coun- 
tries address  foreign  policy  issues,  not 
export  policy.  These  foreign  policy 
issues  deserve  our  attention;  but  this 
isn't  the  vehicle. 

Having  said  that,  the  measure's  at- 
tributes far  outweigh  its  flaws.  The 
authorization  runs  for  6  years.  The 
medium-term  program  is  strength- 
ened. The  direct  lending  program  is  re- 
tained, but  the  so-called  I-Match 
option  is  retained. 

I'm  especially  pleased  by  a  new  pro- 
vision in  section  10,  which  allows  the 
bank  to  authorize  the  unrestricted 
transferability  of  obligations  it  guar- 
antees. Everybody  wins  under  this  pro- 
vision. Large  exports  can  be  financed 
by  insurance  and  pension  funds,  be- 
cause of  the  strength  of  such  a  liquid 
guarantee.  The  diminished  demand  by 
large  exporters  on  the  direct  lending 
program  will  leave  more  resources 
available  for  smaller  exports. 

Mr.  Speaker,  if  we're  going  to  win 
the  trade  war,  vigorous  exporting  is  es- 
sential. This  bill  gives  our  exporters  an 
important  tool  in  meeting  foreign 
competition.  I'm  hopeful  that  this 
measure  will  reach  the  President's 
desk  in  the  near  future,  and  I  urge  my 
colleagues  to  join  me  in  voting  in  favor 
of  its  passage. 

Mr.  WYLIE.  Mr.  Speaker,  I  rise  in  support  of 
H.R.  5548,  the  Export-Import  Bank  Act 
Amendments  of  1986.  This  bill  includes  a  6- 
year  extension  of  the  charier  of  the  Exporl- 
Impon  Bank  which,  I  tielleve,  will  provide  a 
greater  sense  of  certainty  and  continuity  for 
the  exporting  community.  Eximbank  policies 
and  programs  put  in  place  by  this  legislation 
should  more  easily  permit  long-range  planning 
and  should  provide  greater  flexibility  for  our 
t)eleaguered  exporters.  This  bill  is  good  for 
American  workers  and  good  for  American 
businesses  alike. 

This  bill  fully  reflects  the  substance  of  an 
Eximbank  reauthorization  bill  which  was  con- 
sidered by  the  House  on  July  15.  Its  adoption 
today  in  this  form  will  permit  the  Congress  ad- 
ditionally to  authorize  the  tied-aid  credit  war 
chest  which  is  of  vital  importance  to  our  ex- 
porting community.  The  war  chest  was  first  re- 
quested by  President  Reagan  over  1  year  ago. 
This  war  chest  provision  Is  similar  to  a  bill  I 
introduced  last  year,  H.R.  3515,  which  enjoyed 
the  broad  support  of  the  Democratic  and  Re- 


publican leadership.  The  majority  leader,  Mr. 
Wright  of  Texas;  the  Republican  leader,  Mr. 
Michel  of  Illinois;  and  a  bipartisan  majority  of 
the  House  Committee  on  Banking,  Finance 
and  Urban  Affairs,  to  which  my  bill  was  re- 
ferred, joined  in  cosponsoring  my  legislation. 
Enactment  of  this  legislation  will  help  to 
combat  and  eliminate  the  unfair  trade  financ- 
ing practices  facing  our  exporters  today. 

Establishing  a  tied-aid  credit  program  in  the 
Export-Import  Bank  in  consultation  with  the 
Secretary  of  the  Treasury  will  greatly  facilitate 
the  negotiation  of  a  comprehensive  interna- 
tional arrangement  to  eliminate  the  abusive 
used  of  tied-aid  credits.  These  predatory  cred- 
its, which  combine  foreign  aid  with  regular 
commercial  credit,  cost  American  export  sales 
and  jobs. 

Adoption  of  the  war  chest  proposal  con- 
tained in  this  legislation  will  result  In  export 
purchase  decisions  made  on  the  basis  of 
price,  quality,  delivery,  and  other  key  factors. 
Under  this  program  the  administration  can 
target  the  export  markets  of  those  countries, 
such  as  Japan,  France,  and  Italy,  which  make 
extensive  use  of  tied  aid  or  partially  untied  aid 
credits  for  an  unfair  competitive  advantage. 

Among  its  other  provisions,  the  bill:  Sets  up 
an  I-Match  interest  subsidy  program;  improves 
the  competitiveness  of  the  medium-term  pro- 
gram; prohibits  aid  to  certain  Marxist-Leninist 
countries;  provides  for  the  transferability  of  the 
Eximbank  guarantee;  prohibits  aid  to  Angola; 
and  limits  Eximt>ank  assistance  which  would 
adversely  affect  the  United  States. 

I  would  also  call  the  attention  of  my  col- 
leagues to  the  program  access  provisions  in 
the  bill  which  are  aimed  at  broadening  the  ac- 
cessibility of  Bank  short-,  medium-,  and  long- 
term  programs.  It  is  intended  to  ensure  that 
an  entity  is  not  denied  access  to  Eximbank's 
programs  simply  because  it  is  not  a  bank  or  a 
U.S.  person.  It  is  not  intended,  however,  to 
limit  the  Bank's  flexibility  in  determining 
access,  based  on  other  criteria,  to  its  pro- 
grams or  to  restructure  them  in  other  ways. 
The  Bank  would  still  be  able  to  establish  rules 
for  access  to  its  programs  as  part  of  the  proc- 
ess of  implementing  the  mandates  contained 
in  its  stautory  charter,  such  as  finding  reason- 
able assurance  of  repayment  and  avoiding 
competition  with  private  capital.  The  Bank 
would  also  be  able  to  handle  access  to  its 
programs  in  ways  that  will  enable  it  to  contin- 
ue to  administer  its  programs  in  an  effective 
and  efficient  manner. 

Mr.  Speaker,  I  am  also  concerned  about  the 
implications  of  the  provision  requiring  all  Exim- 
bank guarantees  to  be  fully  transferable.  This 
provision  has  become  a  trendy  addition  to  leg- 
islation dealing  with  Government  guarantees, 
but  we  should  take  a  moment  now  to  consider 
where  we  are  headed. 

As  originally  envisioned,  Eximbank  set  out 
to  loan  money  to  a  foreign  buyer,  usually  a 
government,  so  that  it  could  purchase  Ameri- 
can goods.  Over  time,  Eximbank  found  that 
private  banks  would  happily  carry  out  the  loan 
if  it  carried  an  ironclad  Government  guarantee. 
Using  this  technique,  Eximbank  created  some 
$1.3  billion  in  Government-guaranteed  private 
sector  debt  in  fiscal  year  1 985.  This  is  all  well 
and  good,  I  suppose,  and  seems  to  have 
been  the  intention  of  Congress. 
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The  provision  before  us  today  would  move 
Eximbank's  financial  practices  to  stage  three. 
The  first  stage  was  direct  loans  from  Exim- 
bank  to  foreign  buyers.  The  second  stage  was 
guaranteed  private  sector  loans.  The  third 
stage  Is  a  fully  transferable  private  sector 
loan,  still  guaranteed  by  the  Federal  Govern- 
ment. 

I  ask  my  colleagues  to  consider  the  implica- 
tions on  the  national  debt  and  on  Congress 
responsibility  to  control  the  purse.  Here's  how 
this  provision  would  work.  A  private  sector 
lender,  backed  by  the  approval  of  Eximbank 
and  an  ironclad  U.S.  Government  guarantee, 
generates  a  new  loan.  Working  with  an  invest- 
ment banker,  the  private  sector  lender  imme- 
diately takes  the  loan  to  the  financial  markets, 
playing  heavily  on  the  security  of  the  Federal 
guarantee.  The  loan  is  sold  off,  removing  the 
lender  from  any  interest  in  the  creditworthi- 
ness of  the  loan  it  generated.  The  investment 
banker  collects  a  fee  and  is  content  to  have 
been  of  service.  And  the  markets  are  bur- 
dened with  yet  another  riskless  financial  In- 
strument. 

Don't  we  have  a  situation  here  in  which  one 
small  government  program  will,  in  essence,  be 
Issuing  national  debt  without  the  benefit  of  an 
appropriation  and  without  that  debt  registering 
in  the  debt  ceiling  calculation? 

I  would  like  to  conclude  with  two  observa- 
tions. First,  while  I  firmly  support  Eximbank's 
purpose  of  financing  U.S.  exports,  this  provi- 
sion is  primarily  geared  to  helping  the  banking 
community  and  Wall  Street  exclusively,  I  for 
one,  would  be  happy  to  look  at  a  more  direct 
way  to  help  the  exporter.  For  example,  in- 
stead of  making  the  guarantee  transferable, 
why  not  simply  have  the  government  buy 
down  the  interest  rate  on  the  guarantee, 
making  it  that  much  more  attractive  to  the 
original  private  sector  lender? 

Second,  I  would  like  to  emphasize  to  my 
colleagues  that  this  Eximbank  provision  is  not 
an  isolated  case.  The  government  guarantees 
a  large  and  growing  amount  of  private  sector 
debt,  with  each  loan  program  preferring  the 
most  perfect,  ironclad  guarantee  it  can 
squeeze  into  the  law.  In  addition,  we're  now 
embarking  on  a  major  program  of  loan  asset 
sales,  with  each  purchaser  of  such  loans  re- 
questing the  most  perfect,  ironclad  guarantee 
it  can  get.  Unless  we  recognize  this  trend  and 
tackle  it  as  such,  we  will  find  ourselves  en- 
gulfed in  T-bill  look-alikes— federally  guaran- 
teed debt  issued  by  the  private  sector  but 
marketed  and  traded  just  like  Treasuries. 

I  will  be  working  on  these  issues  in  confer- 
ence and  ask  my  colleagues  to  be  suspicious 
of  transferability  as  It  crops  up  in  the  last 
weeks  of  this  Congress. 

Mr.  Speaker,  in  closing  I  encourage  my  col- 
leagues to  support  this  urgently  needed  legis- 
lation which  is  designed  to  make  our  export 
community  more  competitive  financially.  The 
new  $300  million  war  chest  requested  by 
President  Reagan  will  go  a  long  way  toward 
increasing  American  jobs  and  preserving  our 
exporting  industries. 

Mr.  RAHALL.  Mr.  Speaker,  the  legislation 
before  us  today  is  a  compromise  between  the 
bill  originally  passed  by  the  House  on  July  15 
and  the  version  adopted  by  the  other  body  on 
July  22  to  reauthorize  the  programs  of  the 
U.S.   Export-Import  Bank.  When  the  House 


considered  this  legislation  last  July,  I  along 
with  our  colleague  from  Michigan,  Sandy 
Levin,  sought  to  amend  the  bill  (H.R.  4510) 
with  a  provision  that  would  prohibit  Eximbank 
assistance  to  foreign  projects  which  in  turn 
would  export  to  the  U.S.  commodities  that 
would  compete  with  our  own  domestic  pro- 
ducers and  result  in  a  net  employment  loss. 

This  amendment  was  modified  somewhat 
on  the  House  floor  and  was  subsequently 
adopted.  In  the  other  body,  an  amendment 
with  a  similar  intent  was  offered  by  the  senior 
Senator  from  West  Virginia,  Robert  Byrd, 
and  was  also  adopted  by  that  body.  I  am 
pleased  to  say  that  while  a  conference  was 
never  held  on  H.R.  4510,  the  compromise  bill 
before  us  this  afternoon  contains  prohibition 
language  similar  in  scope  to  what  was  previ- 
ously adopted  in  the  context  of  H.R.  4510. 

Mr.  Speaker,  with  unemployment  levels  still 
at  a  very  high  level  in  many  of  our  basic  in- 
dustries it  makes  little  sense  for  the  Eximbank 
to  provide  assistance  to  foreign  projects  that 
will  in  turn  export  like  and  similar  commodities 
into  the  United  States  and  as  such,  further  ag- 
gravate our  domestic  unemployment  problem. 
Yet,  we  have  witnessed  the  Bank  time  and 
time  again  engage  in  such  transactions,  the 
most  outrageous  of  which  have  involved  coal, 
copper,  and  steel  projects. 

The  intent  of  the  prohibition  provision  of  this 
legislation  is  to  insure  that  never  again  will  the 
Eximbank  provide  assistance  to  projects  such 
as  the  El  Cerrejon  Coal  Mine  in  Colombia. 
This  project  received  $850  million  in  Eximbank 
assistance  and  will  soon  be  the  largest  sur- 
face coal  mine  In  the  world.  Already,  coal  from 
El  Cerrejon  is  infiltrating  U.S.  electric  utility 
markets  and  displacing  U.S.  export  coal  on 
the  international  market. 

It  is  time  we  cease  the  shortsighted  policy 
of  the  Bank  in  transactions  such  as  this  which 
are  so  cleariy  against  the  best  interest  of  the 
Nation.  I  can  assure  the  Eximbank  that  I  will 
closely  monitor  its  implementation  of  this  leg- 
islation. 

D  1415 

Mr.  CHANDLER.  Mr.  Speaker,  I 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  my  time. 

Mr.  NEAL.  Mr.  Speaker,  I  have  no 
further  requests  for  time,  and  I  yield 
back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore  [Mr. 
Bennett].  The  question  is  on  the 
motion  offered  by  the  gentleman  from 
North  Carolina  [Mr.  Neal]  that  the 
House  suspend  the  rules  and  pass  the 
bill,  H.R.  5548. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill 
was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  North  Carolina? 

There  was  no  objection. 


GENERAL  LEA'VE 

Mr.  NEAL.  Mr.  Speaker,  I  ask  unani- 
mous consent  that  all  Members  may 
have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
bill  just  passed. 


PUBLIC  UTILITY  HOLDING  COM- 
PANIES' OWNERSHIP  OF 
QUALIFYING  COGENERATION 
FACILITIES 

Mr.  MARKEY.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  pass  the  bill 
(H.R.  5056)  to  permit  registered  public 
utility  holding  companies  to  own  cer- 
tain interests  in  qualifying  cogenera- 
tion  facilities,  as  amended. 

The  Clerk  read  as  follows: 
H.R.  5056 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  Public 
Law  99-186,  99th  Congres,  99  SUt  1180,  be 
amended  to  read  as  follows: 

"Section.  1.  Notwithstanding  section 
11(b)(1)  of  the  Public  Utility  Holding  Com- 
pany Act  of  1935,  a  company  registered 
under  said  Act.  or  a  subsidiary  company  of 
such  registered  company,  may  acquire  or 
retain,  in  any  geographic  area,  an  interest  in 
any  qualifying  cogeneration  facilities  as  de- 
fined pursuant  to  the  Public  Utility  Regula- 
tory Policies  Act  of  1978.  and  shall  qualify 
for  any  exemption  relating  to  the  Public 
Utility  Holding  Company  Act  prescritjed 
pursuant  to  section  210  of  the  Public  Utility 
Regulatory  Policies  Act. 

•Sec.  2.  Nothing  herein  shall  be  construed 
to  affect  the  applicability  of  section 
3(17)(C)  or  section  3(18)(B)  of  the  Federal 
Power  Act  or  any  provision  of  the  Public 
Utility  Holding  Company  Act.  other  than 
section  11(b)(1),  to  the  acquisition  or  reten- 
tion of  any  such  interest  by  any  such  com- 
pany.". 

Sec.  2.  The  Federal  Energy  Regulatory 
Commission  shall,  not  later  than  60  days 
after  the  enactment  of  this  Act.  issue  a  final 
order  in  ANR  Pipeline  Company.  FTIRC 
docket  No.  RP82-80.  filed  April  30,  1982. 

The  SPEAKER  pro  tempore.  Is  a 
second  demanded? 

Mr.  MOORHEAD.  Mr.  Speaker,  I 
demand  a  second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Massachusetts  [Mr. 
Markey]  will  be  recognized  for  20  min- 
utes and  the  gentleman  from  Califor- 
nia [Mr.  MooRHEAD]  will  be  recognized 
for  20  minutes. 

The  Chair  recognizes  the  gentleman 
from  Massachusetts  [Mr.  Markey]. 

Mr.  MARKEY.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  rise  in  support  of 
H.R.  5056,  a  bill  which  was  introduced 
by  my  colleague,  Mr.  Bryant  of  Texas, 
and  which  was  reported  favorably  out 
of  the  Committee  on  Energy  and  Com- 
merce on  September  16.  1986.  This  bill 
clarifies  the  exemptive  authority  of 
the  Securities  and  Exchange  Commis- 
sion under  the  Public  Utility  Holding 
Company  Act  so  as  to  allow  registered 
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electric  utility  holding  companies  to 
invest  in  qualifying  cogeneration  fa- 
cilities outside  of  their  service  terri- 
tory. 

I  support  this  bill  because  it  gives  to 
the  nine  remaining  registered  electric 
utility  holding  companies  what  is  now 
available  to  every  other  utility,  gas  or 
electric,  in  the  Nation,  the  ability  to 
invest  in  qualifying  cogeneration  fa- 
cilities outside  of  their  service  terri- 
tory. H.R.  5056  preserves  the  benefi- 
cial policy  objectives  of  PUHCA.  It 
also  explicitly  preserves  the  restric- 
tions on  ownership  by  an  electric  utili- 
ty of  a  qualifying  cogeneration  facility 
that  are  set  forth  in  the  Public  Utility 
Regulatory  Policies  Act  of  1978.  I 
know  of  no  objections  that  have  been 
raised  to  this  narrowly  crafted  and 
well  thought-out  piece  of  legislation. 

I  thank  my  friend,  the  gentleman 
from  Texas,  John  Bryant,  for  his  vig- 
orous leadership  in  pressing  forward 
on  this  initiative,  and  I  invite  my  col- 
leagues to  join  with  me  in  voting  fa- 
vorably on  H.R.  5056. 

Mr.  MOORHEAD.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker.  I  join  with  my  col- 
league from  Massachusetts  in  urging 
favorable  action  on  H.R.  5056.  This 
bill  grants  needed  relief  to  the  electric 
utilities  registered  under  the  Public 
Utility  Holding  Company  Act.  This  act 
restricts  these  companies'  operations 
to  a  single,  integrated  system  and  to 
other  businesses  reasonably  incidental, 
economically  necessary,  or  appropriate 
to  that  system.  This  provision  pre- 
vents an  electric  utility  holding  com- 
pany from  participating  in  cogenera- 
tion projects  outside  of  its  service  ter- 
ritory—something all  other  electric 
utilities  are  able  to  do. 

This  law  is  part  of  a  continuing 
effort  to  reduce  the  restrictions  of  the 
1935  act  on  a  case-by-case  basis.  In 
1985,  Congress  passed  S.  727  to  allow 
the  three  registered  gas  public  utility 
holding  companies  to  invest  in  qualify- 
ing cogeneration  facilities  outside  of 
their  service  areas. 

H.R.  5056  continues  this  effort.  Al- 
lowing electric  utility  holding  compa- 
nies to  invest  in  qualifying  cogenera- 
tion facilities  outside  of  their  service 
territories  will  promote  competition, 
improve  the  ability  of  these  utilities  to 
produce  energy  for  homes  and  indus- 
try, and  will  reduce  our  Nation's  reli- 
ance on  imported  energy.  This  legisla- 
tion will  make  greater  amounts  of 
electricity  available  to  consumers  at 
lower  cost. 

This  bill  will  not  insulate  the  electric 
utility  holding  companies  from  their 
other  regulatory  responsibilities  under 
the  1935  act.  H.R.  5056  will  not  alter 
the  Securities  and  Exchange  Commis- 
sion's authority  over  these  electric 
utility  holding  companies  or  affect  the 
SEC's  financial  reporting  and  account- 
ing requirements.  The  electric  utility 


holding  companies  will  still  be  obligat- 
ed to  obtain  SEC  approval  for  financ- 
ing arrangements  concerning  cogen- 
eration projects. 

Accordingly,  I  support  this  bill. 

Nonetheless,  I  would  be  remiss  if  I 
did  not  point  out  that  this  law  does 
not  provide  complete  relief.  This  law 
addresses  regulatory  restrictions  cre- 
ated by  the  1935  act  on  a  piecemeal 
basis.  Instead,  I  believe  it  would  be 
preferable  to  repeal  the  1935  act  in  its 
entirety. 

Congress  passed  the  1935  act  to  ad- 
dress many  well-known  abuses  in  the 
public  utility  industry.  Vigorous  en- 
forcement of  that  act  by  the  SEC,  has 
resulted  in  the  comprehensive  restruc- 
turing of  that  industry.  Furthermore, 
the  structure  of  our  Nation's  economy 
has  changed  significantly  since  the 
1930's. 

Rather  than  protecting  against 
abuse,  the  1935  act  prevents  the  re- 
structuring of  the  electric  utility  in- 
dustry along  lines  that  would  increase 
its  efficiencies  and  benefit  electricity 
consumers.  The  1935  act  impedes 
interstate  mergers  of  utilities.  These 
mergers  would  benefit  consumers  by 
maximizing  the  efficiencies  associated 
with  existing  capacity,  as  well  as  by  re- 
ducing the  risks  associated  with  build- 
ing new  capacity.  Also,  I  do  not  believe 
that  an  independent  power  sector  is  a 
viable  possibility  until  the  1935  act  is 
repealed.  Large  companies,  like  Gener- 
al Electric  or  Bechtel,  will  not  build 
and  own  generating  facilities  as  long 
as  they  would  have  to  divest  all  of 
their  other  activities. 

The  administration  recognizes  the 
problems  associated  with  the  1935  act, 
and  supports  repeal  of  this  legislation. 
The  Energy  and  Commerce  Commit- 
tee's Subcommittee  on  Energy  Conser- 
vation and  Power  held  hearings  on  the 
regulation  of  public  utilities  and  the 
bulk  power  market.  These  hearings 
underscored  the  need  to  provide  reli- 
able electrical  service  to  the  public  at 
low  cost.  I  believe  that  consistent  with 
these  goals,  we  should  reassess  the 
1935  act  and  determine  whether  it 
continues  to  serve  any  useful  purpose. 
I  would  hope  we  could  legislatively  ad- 
dress this  issue  next  year. 

Mr.  MARKEY.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  thank  my  friend,  the 
gentleman  from  California  [Mr.  Moor- 
head]  for  his  work  on  this  issue.  We 
completed  deliberations  over  a  period 
of  2  or  3  months  of  private  negotia- 
tions that  involved  the  gentleman 
from  California  and,  most  prominent- 
ly, the  gentleman  from  Texas  [Mr. 
Bryant],  who  initiated  this  piece  of 
legislation  and  who  has  been  its  guid- 
ing force  from  initiation  right  to  this 
point. 

I  would  like  at  this  time  to  publicly 
compliment  the  gentleman  from 
Texas,  who  because  of  a  delay  in  a 
flight   back   from   his   home   district 


cannot  be  here  right  at  this  moment, 
but  in  recognition  of  his  work  just 
note  for  the  record  that  he  has  been 
the  single  most  important  factor  in 
seeing  this  bill  reach  this  important 
point  in  the  legislative  process. 

Mr.  MOORHEAD.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  MARKEY.  I  yield  to  the  gentle- 
man from  California. 

Mr.  MOORHEAD.  Mr.  Speaker,  at 
the  request  of  the  gentleman  from 
Texas  [Mr.  Bryant]  I  wish  to  engage 
the  chairman  of  the  subcommittee, 
the  gentleman  from  Massachusetts 
[Mr.  Markey]  in  a  colloquy. 

H.R.  1779,  the  companion  bill  to  S. 
727,  which  eventually  became  Public 
Law  99-186;  S.  727  was  intended  to 
permit  the  three  remaining  registered 
gas  utility  holding  companies  to 
engage  in  cogeneration  activities. 

Today  I  want  to  be  certain  H.R.  5056 
will  in  no  way  affect  the  rights  of  the 
registered  gas  utility  holding  compa- 
nies to  acquire,  operate,  and  maintain 
qualifying  cogeneration  facilities  in 
any  geographic  area.  Will  H.R.  5056 
affect  such  rights  in  any  manner? 

Mr.  MARKEY.  The  answer  to  that 
very  important  question  is  no. 

Mr.  MOORHEAD.  Is  the  conclusion 
of  registered  electric  utility  companies 
under  Public  Law  99-186  intended  to 
affect  the  manner  in  which  the  SEC 
subsequently  administers  PUHCA 
with  regard  to  registered  gas  compa- 
nies? 

Mr.  MARKEY.  That  question,  as  its 
predecessor,  must  be  answered  in  the 
negative. 

Mr.  MOORHEAD.  Mr.  Speaker,  I 
thank  the  gentleman. 

Mr.  Speaker,  I  yield  back  the  bal- 
ance of  my  time. 

Mr.  MARKEY.  Mr.  Speaker,  I  yield 
back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  Massachusetts 
[Mr.  Markey]  that  the  House  suspend 
the  rules  and  pass  the  bill,  H.R.  5056, 
as  amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof, 
the  rules  were  suspended  and  the  bill, 
as  amended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  MARKEY.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
bill  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Massachusetts? 

There  was  no  objection. 
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NATIONAL  APPLIANCE  ENERGY 
CONSERVATION  ACT  OP  1986 

Mr.  MARKEY.  Mr.  Speaker.  I  move 
to  suspend  the  rules  and  pass  the  bill 
(H.R.  5465)  to  amend  the  Energy 
Policy  and  Conservation  Act  with  re- 
spect to  energy  conservation  standards 
for  appliances,  as  amended. 

The  Clerk  read  as  follows: 

H.R.  5465 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    States    of 
America  in  Congress  assembled, 

SECTION  I.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "National 
Appliance  Energy  Conservation  Act  of 
1986". 

SEC.  i.  DEFINITIONS. 

(a)  Energy  Conservation  Standard.— Sec- 
tion 321(a)(6)  of  the  Energy  Policy  and  Con- 
servation Act  (42  U.S.C.  6291(a)(6))  is 
amended  to  read  as  follows: 

"(6)  The  term  energy  conservation  stand- 
ard' means— 

"(A)  a  performance  standard  which  pre- 
scribes a  minimum  level  of  energy  efficiency 
or  a  maximum  quantity  of  energy  use  for  a 
covered  product,  determined  in  accordance 
with  test  procedures  prescribed  under  sec- 
tion 323:  or 

"(B)  a  design  requirement  for  the  prod- 
ucts specified  in  paragraphs  (6).  (7),  (8), 
(10).  and  (13)  of  section  322(a);  and 
includes  any  other  requirements  which  the 
Secretary  may  prescribe  under  section 
325(m)." 

(b)  New  Definitions.— Section  321(a)  of 
the  Energy  Policy  and  Conservation  Act  (42 
U.S.C.  6291(a))  is  amended  by  adding  at  the 
end  the  following  paragraphs: 

■(19)  The  term  AV  is  the  adjusted 
volume  for  refrigerators,  refrigerator-freez- 
ers, and  freezers,  as  defined  in  the  applica- 
ble test  procedure  prescribed  under  section 
323. 

"(20)  The  term  annual  fuel  utilization  ef- 
ficiency' means  the  efficiency  descriptor  for 
furnaces  and  boilers,  determined  using  test 
procedures  prescribed  under  section  323  and 
based  on  the  assumption  that  all— 

"(A)  weatherized  warm  air  furnaces  or 
boilers  are  located  out-of-doors: 

"(B)  warm  air  furnaces  which  are  not 
weatherized  are  located  indoors  and  all  com- 
bustion and  ventilation  air  is  admitted 
through  grills  and  ducts  from  the  outdoors: 
and 

■(C)  boilers  which  are  not  weatherized  are 
located  within  the  heated  space. 

■■(21)  The  term  ■central  air  conditioner' 
means  a  product,  other  than  a  packaged  ter- 
minal air  conditioner,  which— 

■■(A)  is  powered  by  single  phase  electric 
current; 

•'(B)  is  air-cooled: 

"(C)  is  rated  below  65,000  Btu  per  hour; 

■■(D)  is  not  contained  within  the  same  cab- 
inet as  a  furnace  the  rated  capacity  of 
which  is  above  225,000  Btu  per  hour;  and 

"(E)  is  a  heat  pump  or  a  cooling  only  unit. 

"(22)  The  term  'efficiency  descriptor' 
means  the  ratio  of  the  useful  output  to  the 
total  energy  input,  determined  using  the 
test  procedures  prescribed  under  section  323 
and  expressed  for  the  following  products  in 
the  following  terms: 

■'(A)  For  furnaces  and  direct  heating 
equipment,  annual  fuel  utilization  efficien- 
cy. 

"(B)  For  room  air  conditioners,  energy  ef- 
ficiency ratio. 
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■■(C)  For  central  air  conditioning  and  cen- 
tral air  conditioning  heat  pumps,  seasonal 
energy  efficiency  ratio. 

■■(D)  For  water  heaters,  energy  factor. 
■(E)  For  pool  heaters,  thermal  efficiency. 
"(23)  The  term  furnace'  means  a  product 
which  utilizes  only  single-phase  electric  cur- 
rent, or  single-phase  electric  current  or  DC 
current  in  conjunction  with  natural  gas, 
propane,  or  home  heating  oil.  and  which— 

■■(A)  is  designed  to  be  the  principal  heat- 
ing source  for  the  living  space  of  a  resi- 
dence; 

■■(B)  is  not  contained  within  the  same  cab- 
inet with  a  central  air  conditioner  whose 
rated  cooling  capacity  is  above  65.000  Btu 
per  hour:  t 

■■(C)  is  an  electric  central  furnace,  electric 
boiler,  forced-air  central  furnace,  gravity 
central  furnace,  or  low  pressure  steam  or 
hot  water  boiler;  and 

•■(D)  has  a  heat  input  rate  of  less  than 
300,000  Btvt  per  hour  for  electric  boilers  and 
low  pressure  steam  or  hot  water  boilers  and 
less  than  225,000  Btu  per  hour  for  forced-air 
central  furnaces,  gravity  central  furnaces, 
and  electric  central  furnaces. 

■•(24)  The  terms  heat  pump'  or  reverse 
cycle'  mean  a  product,  other  than  a  pack- 
aged terminal  heat  pump,  which— 

■■(A)  consists  of  one  or  more  assemblies: 

■■(B)  is  powered  by  single  phase  electric 
current: 

■■(C)  is  rated  below  65.000  Btu  per  hour: 

■■(D)  utilizes  an  indoor  conditioning  coil, 
compressors,  and  refrigerant-to-outdoor-air 
heat  exchanger  to  provide  air  heating:  and 

■■(E)  may  also  provide  air  cooling,  dehu- 
midifying.  humidifying  circulating,  and  air 
cleaning. 

■■(25)  The  term  pool  heater'  means  an  ap- 
pliance designed  for  heating  nonpotable 
water  contained  at  atmospheric  pressure,  in- 
cluding heating  water  in  swimming  pools, 
spas,  hot  tubs  and  similar  applications. 

•■(26)  The  term  thermal  efficiency  of  pool 
heaters'  means  a  measure  of  the  heat  in  the 
water  delivered  at  the  heater  outlet  divided 
by  the  heat  input  of  the  pool  heater  as 
measured  under  test  conditions  specified  in 
section  2.8.1  of  the  American  National 
Standard  for  Gas  Fired  Pool  Heaters. 
Z21.56-1986,  or  as  may  be  prescribed  by  the 
Secretary. 

•■(27)  The  term  water  heater^  means  a 
product  which  utilizes  oil.  gas,  or  electricity 
to  heat  potable  water  for  use  outside  the 
heater  upon  demand,  including— 

■■(A)  storage  type  units  which  heat  and 
store  water  at  a  thermostatically  controlled 
temperature,  including  gas  storage  water 
heaters  with  an  input  of  75.000  Btu  per 
hour  or  less,  oil  storage  water  heaters  with 
an  input  of  105,000  Btu  per  hour  or  less,  and 
electric  storage  water  heaters  with  an  input 
of  12  kilowatts  or  less: 

■■(B)  instantaneous  type  units  which  heat 
water  but  contain  no  more  than  one  gallon 
of  water  per  4,000  Btu  per  hour  of  input,  in- 
cluding gas  instantaneous  water  heaters 
with  an  input  of  200,000  Btu  per  hour  or 
less,  oil  instantaneous  water  heaters  with  an 
input  of  210,000  Btu  per  hour  or  less,  and 
electric  instantaneous  water  heaters  with  an 
input  of  12  kilowatts  or  less:  and 

•■(C)  heat  pump  type  units,  with  a  maxi- 
mum current  rating  of  24  amperes  at  a  volt- 
age no  greater  than  250  volts,  which  are 
products  designed  to  transfer  thermal 
energy  from  one  temperature  level  to  a 
higher  temperature  level  for  the  purpose  of 
heating  water,  including  all  ancillary  equip- 
ment such  as  fans,  storage  tanks,  pumps,  or 
controls  necessary  for  the  device  to  perform 
its  function. 


■■(28)  The  term  weatherized  warm  air  fur- 
nace or  boiler'  means  a  furnace  or  boiler  de- 
signed for  installation  outdoors,  approved 
for  resistance  to  wind.  rain,  and  snow,  and 
supplied  with  its  own  venting  system." 
.SEC.  .rcovERA(;E. 

Section  322(a)  of  the  Energy  Policy  and 
Conservation  Act  (42  U.S.C.  6292(a))  is 
amended  to  read  as  follows: 

"COVERAGE 

'Sec.  322.  (a)  In  General.— The  following 
consumer  products,  excluding  those  con- 
sumer products  designed  solely  for  use  in 
recreational  vehicles  and  other  mobile 
equipment,  are  covered  products: 

■(1)  Refrigerators,  refrigerator-freezers, 
and  freezers  which  can  be  operated  by  alter- 
nating current  electricity,  excluding— 

(A)  any  type  designed  to  be  used  without 
doors;  and 

■■(B)  any  type  which  does  not  include  a 
compressor  and  condenser  unit  as  an  inte- 
gral part  of  the  cabinet  assembly. 

■(2)  Room  air  conditioners. 

■■(3)  Central  air  conditioners  and  central 
air  conditioning  heat  pumps. 

■■(4)  Water  heaters. 

■■(5)  FHirnaces. 

■■(6)  Dishwashers. 

■■(7)  Clothes  washers. 

■■(8)  Clothes  dryers. 

■•(9)  Direct  heating  equipment. 

■■(10)  Kitchen  ranges  and  ovens. 

■■(11)  Pool  heaters. 

••(12)  Television  sets. 

••(13)  Any  other  type  of  consumer  product 
which  the  Secretary  classifies  as  a  covered 
product  under  subsection  (b).^' 

SK(  .  I.  TEST  HK(H  EDI  KES 

Section  323  of  the  Energy  Policy  and  Con- 
servation Act  (42  U.S.C.  6293)  is  amended  to 
read  as  follows: 

"TEST  procedures 

■Sec  323.  (a)  General  Rule.— All  test  pro- 
cedures and  related  determinations  pre- 
scribed or  made  by  the  Secretary  with  re- 
spect to  any  covered  product  (or  class  there- 
of) which  are  in  effect  on  the  date  of  enact- 
ment of  the  National  Appliance  Energy 
Conservation  Act  of  1986  shall  remain  in 
effect  until  the  Secretary  amends  such  test 
procedures  and  related  determinations 
under  subsection  (b). 

•■(b)  Amended  and  New  Procedures.— 
(1)(A)  The  Secretary  may  amend  test  proce- 
dures with  respect  to  any  covered  product  if 
the  Secretary  determines  that  amended  test 
procedures  would  more  accurately  or  fully 
comply  with  the  requirements  of  paragraph 
(3). 

■•(B)  The  Secretary  may.  in  accordance 
with  the  requirements  of  this  subsection, 
prescribe  test  procedures  for  any  consumer 
product  classified  as  a  covered  product 
under  section  322(b). 

••(C)  The  Secretary  shall  direct  the  Na- 
tional Bureau  of  Standards  to  assist  in  de- 
veloping new  or  amended  test  procedures. 

•■(2)  If  the  Secretary  determines,  on  his 
own  behalf  or  in  response  to  a  petition  by 
any  interested  person,  that  a  test  procedure 
should  be  prescribed  or  amended,  the  Secre- 
tary shall  promptly  publish  in  the  Federal 
Register  proposed  test  procedures  and 
afford  interested  persons  an  opportunity  to 
present  oral  and  written  data,  views,  and  ar- 
guments with  respect  to  such  procedures. 
The  comment  period  shall  not  be  less  than 
60  days  and  may  be  extended  for  good  cause 
shown  to  not  more  than  270  days.  In  pre- 
scribing or  amending  a  test  procedure,  the 
Secretary  shall  take  into  account  such  infor- 
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mation  as  the  Secretary  determines  relevant 
to  such  procedure,  including  technological 
developments  relating  to  energy  use  or 
energy  efficiency  of  the  type  (or  class)  of 
covered  products  involved. 

••(3)  Any  test  procedures  prescribed  or 
amended  under  this  section  shall  be  reason- 
ably designed  to  produce  test  results  which 
measure  energy  efficiency,  energy  use.  or  es- 
timated annual  operating  cost  of  a  covered 
product  during  a  representative  average  use 
cycle  or  period  of  use.  as  determined  by  the 
Secretary,  and  shall  not  be  unduly  burden- 
some to  conduct. 

••(4)  If  the  test  procedure  is  a  procedure 
for  determining  estimated  annual  operating 
costs,  such  procedure  shall  provide  that 
such  costs  shall  be  calculated  from  measure- 
ments of  energy  use  in  a  representative  av- 
erage use  cycle  or  period  of  use.  as  deter- 
mined by  the  Secretary,  and  from  represent- 
ative average  unit  costs  of  the  energy 
needed  to  operate  such  product  during  such 
cycle.  The  Secretary  shall  provide  informa 
tion  to  manufacturers  with  respect  to  repre- 
sentative average  unit  costs  of  energy. 

■•(c)  Restkiction  on  Certain  Representa- 
tions.—(  1 )  No  manufacturer,  distributor,  re- 
tailer, or  private  labeler  may  make  any  rep- 
resentation— 

•■(A)  in  writing  (including  a  representation 
on  a  label ):  or 

"(B)  in  any  broadcast  advertisement, 
with  respect  to  the  energy  use  or  efficiency 
of  a  covered  product  to  which  a  test  proce- 
dure is  applicable  under  subsection  (a)  or 
the  cost  of  energy  consumed  by  such  prod- 
uct, unless  such  product  has  been  tested  in 
accordance  with  such  test  procedure  and 
such  representation  fairly  discloses  the  re- 
sults of  such  testing. 

"(2)  Effective  180  days  after  an  amended 
or  new  test  procedure  applicable  to  a  cov- 
ered product  is  prescribed  under  subsection 
(b).  no  manufacturer,  distributor,  retailer, 
or  private  labeler  may  make  any  representa- 
tion— 

"(A)  in  writing  (including  a  representation 
on  a  label):  or 

•(B)  in  any  broadcast  advertisement, 
with  respect  to  energy  use  or  efficiency  of 
such  product  or  cost  of  energy  consumed  by 
such  prcKluct.  unless  such  product  has  been 
tested  in  accordance  with  such  amended  or 
new  test  procedures  and  such  representa- 
tion fairly  discloses  the  results  of  such  test- 
ing. 

•(3)  On  the  petition  of  any  manufacturer, 
distributor,  retailer,  or  private  labeler.  filed 
not  later  than  the  60th  day  before  the  expi- 
ration of  the  period  involved,  the  180-day 
period  referred  to  in  paragraph  (2)  may  be 
extended  by  the  Secretary  with  respect  to 
the  petitioner  (but  in  no  event  for  more 
than  an  additional  180  days)  if  the  Secre- 
tary determines  that  the  requirements  of 
paragraph  (2)  would  impose  an  undue  hard- 
ship on  such  petitioner. 

••(d)  Case  in  which  Test  Procedure  is 
Not  Required.- ( 1 )  The  Secretary  is  not  re- 
quired to  publish  and  prescribe  test  proce- 
dures for  a  covered  product  (or  class  there- 
of) if  the  Secretary  determines,  by  rule,  that 
test  procedures  cannot  be  developed  which 
meet  the  requirements  of  subsection  (b)(3) 
and  publishes  such  determination  in  the 
Federal  Register,  together  with  the  reasons 
therefor. 

•'(2)  For  purposes  of  section  327.  a  deter- 
mination under  paragraph  (1)  with  respect 
to  any  covered  product  or  class  shall  have 
the  same  effect  as  would  a  standard  pre- 
scribed for  a  covered  product  (or  class). 


••(e)  Amendment  of  Standard.— ( 1 )  In  the 
case  of  any  amended  test  procedure  which  is 
prescribed  pursuant  to  this  section,  the  Sec- 
retary shall  determine,  in  the  rulemaking 
carried  out  with  respect  to  prescribing  such 
procedure,  to  what  extent,  if  any.  the  pro- 
posed test  procedure  would  alter  the  meas- 
ured energy  efficiency  or  measured  energy 
use  of  any  covered  product  as  determined 
under  the  existing  test  procedure. 

••(2)  If  the  Secretary  determines  that  the 
amended  test  procedure  will  alter  the  meas- 
ured efficiency  or  measured  use.  the  Secre- 
tary shall  amend  the  applicable  energy  con- 
servation standard  during  the  rulemaking 
carried  out  with  respect  to  such  test  proce- 
dure. In  determining  the  amended  energy 
conservation  standard,  the  Secretary  shall 
measure,  pursuant  to  the  amended  test  pro- 
cedure, the  energy  efficiency  or  energy  use 
of  a  representative  sample  of  covered  prod- 
ucts that  minimally  comply  with  the  exist- 
ing standard.  The  average  of  such  energy  ef- 
ficiency or  energy  use  levels  determined 
under  the  amended  test  procedure  shall 
constitute  the  amended  energy  conservation 
standard  for  the  applicable  covered  prod- 
ucts. 

(3)  Models  of  covered  products  in  use 
before  the  date  on  which  the  amended 
energy  conservation  standard  becomes  ef- 
fective (or  revisions  of  such  models  that 
come  into  use  after  such  date  and  have  the 
same  energy  efficiency  or  energy  use  char- 
acteristics) that  comply  with  the  energy 
conservation  standard  applicable  to  such 
covered  products  on  the  day  before  such 
date  shall  be  deemed  to  comply  with  the 
amended  energy  conservation  standard. 

■•(4)  The  Secretary's  authority  to  amend 
energy  conservation  standards  under  this 
subsection  shall  not  affect  the  Secretary's 
obligation  to  issue  final  rules  as  described  in 
section  325." 

SEl    .i.  KNKR«;V  CONSERV.ATION  ST.Wn.ARIIS. 

Section  325  of  the  Energy  Policy  and  Con- 
servation Act  (42  U.S.C.  6295)  is  amended  to 
read  as  follows: 

"ENERGY  conservation  STANDARDS 

•'Sec  325.  (a)  Purposes.— The  purposes  of 
this  section  are  to— 

••(1)  provide  Federal  energy  conservation 
standards  applicable  to  covered  products: 
and 

••(2)  authorize  the  Secretary  to  prescribe 
amended  or  new  energy  conservation  stand- 
ards for  each  type  (or  class)  of  covered  prod- 
uct. 

••(b)  Standards  for  Refrigerators.  Re- 
frigerator-Freezers. AND  Freezers.- ( 1 ) 
The  following  is  the  maximum  energy  use 
allowed  in  kilowatt  hours  per  year  for  the 
following  products  (other  than  those  de- 
scribed in  paragraph  (2))  manufactured  on 
or  after  January  1. 1990: 

Energy 
Standards 
Equations 

•Refrigerators  and  Refrig- 
erator-Freezers with 

manual  defrost 

Refrigerator-Freezers- 

partial  automatic  defrost 
Refrigerator- Freezers- 
automatic  defrost 
with: 
Top     mounted     freezer 

without  ice 

Side     mounted     freezer 

without  ice 

Bottom  mounted  freezer 
without  ice 


16.3  AV  +  3I6 
21.8  AV-e  429 


23.5AV  +  47I 
27.7  AV  + 488 
27.7  AV-h  488 


Energy 
Standards 
EQuations 

Top     mounted     freezer 
with  through  the  door 

ice  service 26.4  AV -1-535 

Side     mounted     freezer 
with  through  the  door 

ice 30.9  AV-^547 

Upright  Freezers  with: 

Manual  defrost 10.9  AV-H422 

Automatic  defrost 16.0  AV+623 

Chest    Freezers    and    all 

other  freezers 14.8  AV  +  223 

•■(2)  The  standards  described  in  paragraph 
(1)  do  not  apply  to  refrigerators  and  refrig- 
erator-freezers with  total  refrigerated 
volume  exceeding  39  cubic  feet  or  freezers 
with  total  refrigerated  volume  exceeding  30 
cubic  feet. 

■•(3)(A)(i)  The  Secretary  shall  publish  a 
proposed  rule,  no  later  than  July  1.  1988,  to 
determine  if  the  standards  established  by 
paragraph  (1)  should  be  amended.  The  Sec- 
retary shall  publish  a  final  rule  no  later 
than  July  1.  1989.  which  shall  contain  such 
amendment,  if  any.  and  provide  that  the 
amendment  shall  apply  to  products  manu- 
factured on  or  after  January  1.  1993.  If  such 
a  final  rule  is  not  published  before  January 
L- 1990.  any  amendment  of  such  standards 
shall  apply  to  products  manufactured  on  or 
after  January  1.  1995.  Nothing  in  this  sub- 
section provides  any  justification  or  defense 
for  a  failure  by  the  Secretary  to  comply 
with  the  nondiscretionary  duty  to  publish 
final  rules  by  the  dates  stated  in  this  para- 
graph. 

••(ii)(I)  If  the  Secretary  does  not  publish  a 
final  rule  before  January  1.  1990.  relating  to 
the  revision  of  the  energy  conservation 
standards  for  refrigerators,  refrigerator- 
freezers  and  freezers,  the  regulations  which 
established  standards  for  such  products  and 
were  promulgated  by  the  California  Energy 
Commission  on  December  14.  1984.  to  be  ef- 
fective January  1.  1992  (or  any  amendments 
to  such  standards  that  are  not  more  strin- 
gent than  the  standards  in  the  original  reg- 
ulations), shall  apply  in  California  to  such 
products,  effective  beginning  January  1, 
1993.  and  shall  not  be  preempted  after  such 
effective  date  by  any  energy  conservation 
standard  established  in  this  section  or  pre- 
scribed, on  or  after  January  1,  1990,  under 
this  section. 

••(II)  If  the  Secretary  does  not  publish  a 
final  rule  before  January  1.  1992.  relating  to 
the  revision  of  the  energy  conservation 
standards  for  refrigerators,  refrigerator- 
freezers  and  freezers.  State  regulations 
which  apply  to  such  products  manufactured 
on  or  after  January  1,  1995,  shall  apply  to 
such  products  until  the  effective  date  of  a 
rule  issued  under  this  section  with  respect 
to  such  products. 

■•(B)  After  the  publication  of  a  final  rule 
under  subparagraph  (A),  the  Secretary  shall 
publish  a  final  rule  no  later  than  every  five 
years  after  the  date  of  publication  of  the 
previous  final  rule.  The  Secretary  shall  de- 
termine in  such  rule  whether  to  amend  the 
standards  in  effect  for  the  products  de- 
scribed in  paragraph  ( 1 ). 

■•(C)  Any  amendment  prescribed  under 
subparagraph  (B)  shall  apply  to  products 
manufactured  after  a  date  which  is  five 
years  after— 

•(i)  the  effective  date  of  the  previous 
amendment;  or 

••(ii)  if  the  previous  final  rule  did  not 
amend  the  standards,  the  earliest  date  by 


except  that 
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within  three 
final  rule  es 
ard. 
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Without  Re 
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which  the  previous  amendment  could  have 
been  effective; 

except  that  in  no  case  may  any  amended 
standard  apply  to  products  manufactured 
within  three  years  after  publication  of  the 
final  rule  establishing  such  amended  stand- 
ard. 

"(c)  Standards  for  Room  Air  Condition- 
ers.—(1)  The  energy  efficiency  ratio  of 
room  air  conditioners  shall  be  not  less  than 
the  following  for  products  manufactured  on 
or  after  January  1,  1990: 

"Product  Class  Ratio 

Without   Reverse   Cycle   and   With 
Louvered  Sides: 

Less  than  6.000  Btu 8.0 

6.000  to  7,999  Btu 8.5 

8,000  to  13.999  Btu 9.0 

14.000  to  19.999  Btu 8.8 

20.000  and  more  Btu 8.2 

Without  Reverse  Cycle  and  Without 
Louvered  Sides: 

Less  than  6.000  Btu 8.0 

6.000  to  7,999  Btu 8.5 

8.000  to  13.999  Btu 8.5 

14.000  to  19.999  Btu 8.5 

20,000  and  more  Btu 8.2 

With  Reverse  Cycle  and  With  Lou- 
vered Sides 8.5 

With  Reverse  Cycle,  Without  Lou- 
vered Sides 8.0 

•■(2)(A)  The  Secretary  shall  publish  a  final 
rule  no  later  than  January  1.  1992.  to  deter- 
mine if  the  standards  established  under 
paragraph  ( 1 )  should  be  amended.  Such  rule 
shall  contain  such  amendment,  if  any.  and 
provide  that  the  amendment  shall  apply  to 
products  manufactured  on  or  after  January 
1,  1995. 

"(B)  After  January  1,  1992,  the  Secretary 
shall  publish  a  final  rule  no  later  than  every 
five  years  after  the  date  of  publication  of  a 
previous  final  rule.  The  Secretary  shall  de- 
termine in  such  rule  whether  to  amend  the 
standards  in  effect  for  room  air  condition- 
ers. 

•■(C)  Any  amendment  prescribed  under 
subparagraph  (B)  shall  apply  to  products 
manufactured  after  a  date  which  is  five 
years  after— 

"(i)  the  effective  date  of  the  previous 
amendment;  or 

■•(ii)  if  the  previous  final  rule  did  not 
amend  the  standards,  the  earliest  date  by 
which  a  previous  amendment  could  have 
been  effective; 

except  that  in  no  case  may  any  amended 
standard  apply  to  products  manufactured 
within  three  years  after  publication  of  the 
final  rule  establishing  such  amended  stand- 
ard. 

■■(d)  Standards  for  Central  Air  Condi- 
tioners AND  Heat  Pumps.— ( 1 )  The  seasonal 
energy  ef-ficiency  ratio  of  central  air  condi- 
tioners and  central  air  conditioning  heat 
pumps  shall  be  not  less  than  the  following: 

"(A)  Split  Systems:  10.0  for  products  man- 
ufactured on  or  after  January  1.  1992. 

"(B)  Single  Package  Systems:  9.7  for  prod- 
ucts manufactured  on  or  after  January  1, 
1993. 

"(2)  The  heating  seasonal  performance 
factor  of  central  air  conditioning  heat 
pumps  shall  be  not  less  than  the  following: 

(A)  Split  Systems:  6.8  for  products  manu- 
factured on  or  after  January  1.  1992. 

(B)  Single  Package  Systems:  6.6  for  prod- 
ucts manufactured  on  or  after  January  1, 
1993. 

"(3)(A)  The  Secretary  shall  publish  a  final 
rule  no  later  than  January  1,  1994.  to  deter- 
mine whether  the  standards  established 
under  paragraph  (1)  should  be  amended. 
Such  rule  shall  contain  such  amendment,  if 


any,  and  provide  that  the  amendment  shall 
apply  to  products  manufactured  on  or  after 
January  1.  1999.  The  SecretsCry  shall  pub- 
lish a  final  rule  no  later  than  January  1. 
1994.  to  determine  whether  the  standards 
established  under  paragraph  (2)  shall  be 
amended.  Such  rule  shall  contain  such 
amendment,  if  any,  and  provide  that  the 
amendment  shall  apply  to  products  manu- 
factured on  or  after  January  1,  2002. 

■(B)  The  Secretary  shall  publish  a  final 
rule  after  January  1,  1994,  and  no  later  than 
January  1,  2001,  to  determine  whether  the 
standards  in  effect  for  central  air  condition- 
ers and  central  air  conditioning  heat  pumps 
should  be  amended.  Such  rule  shall  provide 
that  any  amendment  shall  apply  to  prod- 
ucts manufactured  on  or  after  January  1 
2006.  - 

■■(C)  After  January  1,  2001,  the  Secretary 
shall  publish  a  final  rule— 

■■(i)  no  earlier  than  five  years  and  no  later 
than  seven  years  after  the  date  of  publica- 
tion of  the  previous  final  rule;  or 

■■(ii)  if  the  previous  final  rule  did  not 
amend  the  standards,  five  years  after  the 
date  of  publication  of  the  previous  final 
rule. 

The  Secretary  shall  determine  in  such  rule 
whether  to  amend  the  standards  in  effect 
for  such  products. 

■■(D)  Standards  amended  pursuant  to  sub- 
paragraph (C)  shall  apply  only  to  products 
manufactured  after  a  date  which  is— 

■■(i)  no  earlier  than  five  and  no  later  than 
seven  years  after  the  effective  date  of  the 
previous  amendment:  or 

■■(ii)  if  the  previous  final  rule  did  not 
amend  the  standard,  five  years  after  the 
earliest  date  by  which  a  previous  amend- 
ment could  have  become  effective: 
except  that  in  no  case  may  any  amended 
standard  apply  to  products  manufactured 
within  five  years  after  publication  of  the 
final  rule  prescribing  such  standard. 

■■(e)  Standards  for  Water  Heaters;  Pool 
Heaters;  Direct  Heating  Equipment.— (1) 
The  energy  factor  of  water  heaters  shall  be 
not  less  than  the  following  for  products 
manufactured  on  or  after  January  1.  1990: 

■•(A)  Gas  Water  Heater:  .62  ■  (.0019  x 
Rated  Storage  Volume) 

■■(B)  Oil  Water  Heater:  .59  -  (.0019  x  Rated 
Storage  Volume) 

•■(C)  Electric  Water  Heater:  .95  -  (.00132  x 
Rated  Storage  Volume) 

■■(2)  The  thermal  efficiency  of  pool  heal- 
ers manufactured  on  or  after  January  1. 
1990.  shall  not  be  less  than  78  percent. 

■■(3)  The  efficiencies  of  gas  direct  heating 
equipment  manufactured  on  or  after  Janu- 
ary 1,  1990.  shall  be  not  less  than  the  follow- 
ing: 
•Wall 
Pan  type 
Up  to  42.000  Btu/hour.... 

Over  42,000  Btu/hour 

Gravity  type 
Up  to  10,000  Btu/hour. 
Over   10.000  Btu/hour 
up    to    12,000    Btu/ 

hour 

Over  12,000  Btu/hour 
up    to    15,000    Btu/ 

hour 

Over  15,000  Btu/hour 
up    to    19,000    Btu/ 

hour 

Over  19,000  Btu/hour 
up    to    27,000    Btu/ 

hour 

Over  27,000  Btu/hour 
up  to  46.000  Btu/ 
hour 64%  APUE 
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65%  AFUE 


73%  AFUE 
74%  AFUE 

59%  AFUE 


60%  AFUE 


61%  AFUE 


62%  AFUE 


63%  AFUE 


Over  46.000  Btu/hour.. 
■Floor 

Up  to  37.000  Btu/hour ....  56%  APUE 

Over  37.000  Btu/hour 57%  AFUE 

■Room 

Up  to  18.000  Btu/hour ....  57%  AFUE 

Over  18.000  Btu/hour  up 
to  20.000  Btu/hour 58%  AFUE 

Over  20.000  Btu/hour  up 
to  27.000  Btu/hour 63%  AFUE 

Over  27,000  BtU/hour  up 
to  46,000  Btu/hour 64%  AFUE 

Over  46,000  Btu/hour 65%  AFUE 

■■(4)(A)  The  Secretary  shall  publish  final 
rules  no  later  than  January  1,  1992,  to  de- 
termine whether  the  standards  established 
by  paragraphs  (1).  (2).  or  (3)  for  water  heat- 
ers, pool  heaters,  and  direct  heating  equip- 
ment should  be  amended.  Such  rule  shall 
provide  that  any  amendment  shall  apply  to 
products  manufactured  on  or  after  January 
1.  1995. 

•■(B)  The  Secretary  shall  publish  a  final 
rule  no  later  than  January  1,  2000,  to  deter- 
mine whether  standards  in  effect  for  such 
products  should  be  amended.  Such  rule 
shall  provide  that  any  such  amendment 
shall  apply  to  producu  manufactured  on  or 
after  January  1.  2005. 

■•(C)  After  January  1.  2000.  the  Secretary 
shall  publish  a  final  rule— 

■■(i)  no  earlier  than  every  five  years  and  no 
later  than  every  ten  years  after  the  date  of 
publication  of  the  previous  final  rule;  or 

■■(ii)  if  the  previous  final  rule  did  not 
amend  the  standards,  five  years  after  the 
date  of  publication  of  the  previous  final 
rule. 

The  Secretary  shall  determine  in  such  rule 
whether  to  amend  the  standards  in  effect 
for  such  products. 

■ID)  Such  amended  standards  shall  only 
apply  to  products  manufactured  after  a  date 
which  is— 

■■(i)  no  earlier  than  five  years  and  no  later 
than  ten  years  after  the  effective  date  of 
the  previous  amendment;  or 

■■(ii)  if  the  previous  final  rule  did  not 
amend  the  standard,  five  years  after  the 
earliest  date  by  which  the  previous  amend- 
ment could  have  become  effective; 
except  that  in  no  case  may  any  amended 
standard  apply  to  products  manufactured 
within  five  years  after  publication  of  the 
final  rule  establishing  such  standard. 

■■(f)  Standards  for  Furnaces.— (1)  Fur- 
naces (other  than  furnaces  designed  solely 
for  installation  in  mobile  homes)  manufac- 
tured on  or  after  January  1,  1992.  shall  have 
an  annual  fuel  utilization  efficiency  of  not 
less  than  78  percent,  except  that— 

■■(A)  boilers  (other  than  gas  steam  boilers) 
shall  have  an  annual  fuel  utilization  effi- 
ciency of  not  less  than  80  percent  and  gas 
steam  boilers  shall  have  an  annual  fuel  uti- 
lization efficiency  of  not  less  than  68  per- 
cent; and 

■■(B)  the  Secretary  shall  prescribe  a  final 
rule  not  later  than  January  1,  1989.  estab- 
lishing an  energy  conservation  standard— 

■■(i)  which  is  for  furnaces  (other  than  fur- 
naces  designed  solely  for  installation  in 
mobile  homes)  having  an  input  of  less  than 
45,000  Btu  per  hour  and  manufactured  on 
or  after  January  1.  1992;  and 

■•(ii)  which  provides  that  the  annual  fuel 
utilization  efficiency  of  such  furnaces  shall 
be  a  specific  percent  which  is  not  less  than 
71  percent  and  not  more  than  78  percent. 

••(2)  Furnaces  which  are  designed  solely 
for  installation  in  mobile  homes  and  which 
are  manufactured  on  or  after  September  1. 
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1990.  shall  have  an  annual  fuel  utilization 
efficiency  of  not  less  than  75  percent. 

•■(3)(A)  The  Secretary  shall  publish  a  final 
rule  no  later  than  January  1.  1992.  to  deter- 
mine whether  the  standards  established  by 
paragraph  (2)  for  mobile  home  furnaces 
should  be  amended.  Such  rule  shall  provide 
that  any  amendment  shall  apply  to  prod- 
ucts manufactured  on  or  after  January  1, 
1994. 

"(B)  The  Secretary  shall  publish  a  final 
rule  no  later  than  January  1.  1994,  to  deter- 
mine whether  the  standards  established  by 
this  subsection  for  furnaces  (including 
mobile  home  furnaces)  should  be  amended. 
Such  rule  shall  provide  that  any  amend- 
ment shall  apply  to  products  manufactured 
on  or  after  January  1.  2002. 

••(C)  After  January  1.  1997,  and  before 
January  1.  2007.  the  Secretary  shall  publish 
a  final  rule  to  determine  whether  standards 
in  effect  for  such  products  should  be 
amended.  Such  rule  shall  contain  such 
amendment,  if  any.  and  provide  that  any 
amendment  shall  apply  to  products  manu- 
factured on  or  after  January  1.  2012. 

••(D)  After  the  publication  of  the  final 
rule  described  in  subparagraph  (C).  the  Sec- 
retary shall  publish  a  final  rule— 

••(i)  no  earlier  than  five  years  and  no  later 
than  ten  years  after  the  date  of  publication 
of  the  previous  final  rule:  or 

••(ii)  if  the  previous  final  rule  did  not 
amend  the  standards,  five  years  after  the 
date  of  publication  of  the  previous  final 
rule. 

The  Secretary  shall  determine  in  such  rule 
whether  to  amend  the  standards  in  effect 
for  such  products. 

••(E)  Standards  amended  pursuant  to  sub- 
paragraph (D)  shall  apply  only  to  products 
manufactured  after  a  date  which  is— 

••(i)  no  earlier  than  five  and  no  later  than 
ten  years  after  the  effective  date  of  the  pre- 
vious amendment:  or 

••(ii)  if  the  previous  final  rule  did  not 
amend  the  standard,  five  years  after  the 
earliest  date  by  which  the  previous  amend- 
ment could  have  become  effective; 
except  that  in  no  case  may  any  amended 
standard  apply  to  products  manufactured 
within  five  years  after  publication  of  the 
final  rule. 

••(g)  Standards  for  Dishwashers: 
Clothes  Washers:  Clothes  Dryers.— (1) 
Dishwashers  manufactured  on  or  after  Jan- 
uary 1,  1988,  shall  be  equipped  with  an 
option  to  dry  without  heat. 

••(2)  All  rinse  cycles  of  clothes  washers 
shall  include  an  unheated  water  option,  but 
may  have  a  heated  water  rinse  option,  for 
products  manufactured  on  or  after  January 
1.  1988. 

•'(3)  Gas  clothes  dryers  shall  not  be 
equipped  with  a  constant  burning  pilot  for 
products  manufactured  on  or  after  January 
1.  1988. 

••(4)<A)  The  Secretary  shall  publish  final 
rules  no  later  than  January  1.  1990.  to  de- 
termine if  the  standards  established  under 
this  subsection  for  products  described  in 
paragraphs  (1).  (2),  and  (3)  should  be 
amended.  Such  rules  shall  provide  that  any 
amendment  shall  apply  to  products  the 
manufacture  of  which  is  completeii  on  or 
after  January  1.  1993. 

"(B)  After  January  1,  1990,  the  Secretary 
shall  publish  a  final  rule  no  later  than  every 
five  years  after  the  date  of  publication  of 
the  previous  final  rule.  The  Secretary  shall 
determine  in  such  rule  whether  to  amend 
the  standards  in  effect  for  such  products. 


••(C)  Any  such  amendment  shall  apply  to 
products  manufactured  after  a  date  which  is 
five  years  after— 

••(i)  the  effective  date  of  the  previous 
amendment:  or 

••(ii)  if  the  previous  final  rule  did  not 
amend  the  standard,  the  earliest  date  by 
which  a  previous  amendment  could  have 
been  in  effect: 

except  that  in  no  case  may  any  amended 
standard  apply  to  products  manufactured 
within  three  years  after  publication  of  the 
final  rule  establishing  such  amended  stand- 
ard. 

••(h)  Standards  for  Kitchen  Ranges  and 
Ovens.— (1)  Gas  kitchen  ranges  and  ovens 
having  an  electrical  supply  cord  shall  not  be 
equipped  with  a  constant  burning  pilot  for 
products  manufactured  on  or  after  January 
1,  1990. 

•(2)(A)  The  Secretary  shall  publish  a  final 
rule  no  later  than  January  1,  1992,  to  deter- 
mine if  the  standards  established  for  kitch- 
en ranges  and  ovens  in  this  subsection 
should  be  amended.  Such  rule  shall  contain 
such  amendment,  if  any,  and  provide  that 
the  amendment  shall  apply  to  products 
manufactured  on  or  after  January  1,  1995. 

••(B)  The  Secretary  shall  publish  a  final 
rule  no  later  than  January  1.  1997,  to  deter- 
mine whether  standards  in  effect  for  such 
products  should  be  amended.  Such  rule 
shall  apply  to  products  manufactured  on  or 
after  January  1,  2000. 

••(C)  After  January  1,  1997.  the  Secretary 
shall  publish  a  final  rule  no  later  than  every 
five  years  after  the  date  of  publication  of  a 
previous  final  rule.  The  Secretary  shall  de- 
termine in  such  rule  whether  to  amend  the 
standards  in  effect  for  such  product. 

•■(D)  Any  amendment  prescribed  under 
subparagraph  (C)  shall  apply  to  products 
manufactured  after  a  date  which  is  five 
years  after— 

••(i)  the  effective  date  of  the  previous 
amendment:  or 

(ii)  if  the  previous  final  rule  didnot 
amend  the  standard,  the  earliest  date  by 
which  a  previous  amendment  could  have 
been  in  effect: 

except  that  in  no  case  may  any  amended 
standard  apply  to  products  manufactured 
within  three  years  after  publication  of  the 
final  rule  establishing  such  standard. 

•  (i)  Standards  for  Other  Covered  Prod- 
ucts.—(1)  The  Secretary  may  prescribe  an 
energy  conservation  standard  for  any  type 
(or  class)  of  covered  products  of  a  type  spec- 
ified in  paragraph  (13)  of  section  322(a)  if 
the  requirements  of  subsections  (j)  and  (k) 
are  met  and  the  Secretary  determines 
that— 

••(A)  the  average  per  household  energy  use 
within  the  United  States  by  products  of 
such  type  (or  class)  exceeded  150  kilowatt- 
hours  (or  its  Btu  equivalent)  for  any  12- 
month  period  ending  before  such  determi- 
nation: 

••(B)  the  aggregate  household  energy  use 
within  the  United  States  by  products  of 
such  type  (or  class)  exceeded  4.200.000.000 
kilowatt-hours  (or  its  Btu  equivalent)  for 
any  such  12-month  period: 

••(C)  substantial  improvement  in  the 
energy  efficiency  of  products  of  such  type 
(or  class)  is  technologically  feasible:  and 

••(D)  the  application  of  a  labeling  rule 
under  section  324  to  such  type  (or  class)  is 
not  likely  to  be  sufficient  to  induce  manu- 
facturers to  produce,  and  consumers  and 
other  persons  to  purchase,  covered  products 
of  such  type  (or  class)  which  achieve  the 
maximum  energy  efficiency  which  is  tech- 


nologically feasible  and  economically  justi- 
fied. 

••(2)  Any  new  or  amended  standard  for 
covered  products  of  a  type  specified  in  para- 
graph (13)  of  section  322(a)  shall  not  apply 
to  products  manufactured  within  five  years 
after  the  publication  of  a  final  rule  estab- 
lishing such  standard. 

■•(3)  The  Secretary  may,  in  accordance 
with  subsections  (j)  and  (k),  prescribe  an 
energy  conservation  standard  for  television 
sets.  Any  such  standard  may  not  become  ef- 
fective with  respect  to  products  manufac- 
tured before  January  1,  1992. 

•■(j)  Criteria  for  Prescribing  New  or 
Amended  Standards.— (1)  The  Secretary 
may  not  prescribe  any  amended  standard 
which  increases  the  maximum  allowable 
energy  use,  or  decreases  the  minimum  re- 
quired energy  efficiency,  of  a  covered  prod- 
uct. 

••(2)(A)  Any  new  or  amended  energy  con- 
servation standard  prescribed  by  the  Secre- 
tary under  this  section  for  any  type  (or 
class)  of  covered  product  shall  be  designed 
to  achieve  the  maximum  improvement  in 
energy  efficiency  which  the  Secretary  deter- 
mines is  technologically  feasible  and  eco- 
nomically justified. 

••(B)(i)  In  determining  whether  a  standard 
is  economically  justified,  the  Secretary 
shall,  after  receiving  views  and  comments 
furnished  with  respect  to  the  proposed 
standard,  determine  whether  the  benefits  of 
the  standard  exceed  its  burdens  by.  to  the 
greatest  extent  practicable,  considering— 

■•(I)  the  economic  impact  of  the  standard 
on  the  manufacturers  and  on  the  consumers 
of  the  products  subject  to  such  standard: 

••(II)  the  savings  in  operating  costs 
throughout  the  estimated  average  life  of 
the  covered  product  in  the  type  (or  class) 
compared  to  any  increase  in  the  price  of,  or 
in  the  initial  charges  for,  or  maintenance 
expenses  of.  the  covered  products  which  are 
likely  to  result  from  the  imposition  of  the 
standard: 

(III)  the  total  projected  amount  of 
energy  savings  likely  to  result  directly  from 
the  imposition  of  the  standard: 

•(IV)  any  lessening  of  the  utility  or  the 
performance  of  the  covered  products  likely 
to  result  from  the  imposition  of  the  stand- 
ard: 

••(V)  the  impact  of  any  lessening  of  compe- 
tition, as  determined  in  writing  by  the  At- 
torney General,  that  is  likely  to  result  from 
the  imposition  of  the  standard: 

••(VI)  the  need  for  national  energy  conser- 
vation: and 

••(VII)  other  factors  the  Secretary  consid- 
ers relevant. 

••(ii)  For  purposes  of  clause  (i)(V).  the  At- 
torney General  shall  make  a  determination 
of  the  impact,  if  any.  of  any  lessening  of 
competition  likely  to  result  from  such 
standard  and  shall  transmit  such  determina- 
tion, not  later  than  60  days  after  the  publi- 
cation of  a  proposed  rule  prescribing  or 
amending  an  energy  conservation  standard, 
in  writing  to  the  Secretary,  together  with  an 
analysis  of  the  nature  and  extent  of  such 
impact.  Any  such  determination  and  analy- 
sis shall  be  published  by  the  Secretary  in 
the  Federal  Register. 

••(iii)  If  the  Secretary  finds  that  the  addi- 
tional cost  to  the  consumer  of  purchasing  a 
product  complying  with  an  energy  conserva- 
tion standard  level  will  be  less  than  three 
times  the  value  of  the  energy  savings  during 
the  first  year  that  the  consumer  will  receive 
as  a  result  of  the  standard,  as  calculated 
under  the  applicable  test  procedure,  there 
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shall  be  a  rebuttable  presumption  that  such 
standard  level  is  economically  justified.  A 
determination  by  the  Secretary  that  such 
criterion  is  not  met  shall  not  be  taken  into 
consideration  in  the  Secretary's  determina- 
tion of  whether  a  standard  is  economically 
justified. 

•■(3)  The  Secretary  may  not  prescribe  an 
amended  or  new  standard  under  this  section 
for  a  type  (or  class)  of  covered  product  if— 
■(A)  for  products  other  than  dishwashers, 
clothes  washers,  clothes  dryers,  and  kitchen 
ranges  and  ovens,  a  test  procedure  has  not 
been  prescribed  pursuant  to  section  323 
with  respect  to  that  type  (or  class)  of  prod- 
uct; or 

'•(B)  the  Secretary  determines,  by  rule, 
that  the  establishment  of  such  standard  will 
not  result  in  significant  conservation  of 
energy  or  that  the  establishment  of  such 
standard  is  not  technologically  feasible  or 
economically  justified. 
For  purposes  of  section  327.  a  determination 
under  subparagraph  (B)  with  respect  to  any 
type  (or  class)  of  covered  products  shall 
have  the  same  effect  as  would  a  standard 
prescribed  for  such  type  (or  class). 

"(4)  The  Secretary  may  not  prescribe  an 
amended  or  new  standard  under  this  section 
if  the  Secretary  finds  (and  publishes  such 
finding)  that  interested  persons  have  estab- 
lished by  a  preponderance  of  the  evidence 
that  the  standard  is  likely  to  result  in  the 
unavailability  in  the  United  States  in  any 
covered  product  type  (or  cla.ss)  of  perform- 
ance characteristics  (including  reliability), 
features,  sizes,  capacities,  and  volumes  that 
are  substantially  the  same  as  those  general- 
ly available  in  the  United  States  at  the  time 
of  the  Secretary's  finding.  The  failure  of 
some  types  (or  classes)  to  meet  this  criterion 
shall  not  affect  the  Secretary's  determina- 
tion of  whether  to  prescribe  a  standard  for 
other  types  (or  classes). 

"(k)  Procedure  for  Prescribing  New  or 
Amended  Standards.— Any  new  or  amended 
energy  conservation  standard  shall  be  pre- 
scribed in  accordance  with  the  following 
procedure: 
"( 1)  The  Secretary— 

"(A)  shall  publish  an  advance  notice  of 
proposed  rulemaking  which  specifies  the 
type  (or  class)  of  covered  products  to  which 
the  rule  may  apply: 

"(B)  shall  invite  interested  persons  to 
submit,  within  60  days  after  the  date  of 
publication  of  such  advance  notice,  written 
presentations  of  data,  views,  and  arguments 
in  response  to  such  notice;  and 

"(C)  may  identify  proposed  or  amended 
standards  that  may  be  prescribed. 

"(2)  A  proposed  rule  which  prescribes  an 
amended  or  new  energy  conservation  stand- 
ard or  prescribes  no  amendment  or  no  new- 
standard  for  a  type  (or  class)  of  covered 
products  shall  be  published  in  the  Federal 
Register.  In  prescribing  any  such  proposed 
rule  with  respect  to  a  standard,  the  Secre- 
tary shall  determine  the  maximum  improve- 
ment in  energy  efficiency  or  maximum  re- 
duction in  energy  use  that  is  technologically 
feasible  for  each  type  (or  class)  of  covered 
products.  If  such  standard  is  not  designed  to 
achieve  such  efficiency  or  use,  the  Secretary 
shall  state  in  the  proposed  rule  the  reasons 
therefor. 

"(3)  After  the  publication  of  such  pro- 
posed rulemaking,  the  Secretary  shall,  in  ac- 
cordance with  section  336.  afford  interested 
persons  an  opportunity,  during  a  period  of 
not  less  than  60  days,  to  present  oral  and 
written  comments  (including  an  opportunity 
to  question  those  who  make  such  presenta- 
tions, as  provided  in  such  section)  on  mat- 


25361 


ters  relating  to  such  proposed  rule,  includ- 
ing— 

■•(A)  whether  the  standard  to  be  pre- 
scribed is  economically  justified  (taking  into 
account  those  factors  which  the  Secretary 
must  consider  under  subsection  (j)(2))  or 
will  result  in  the  effects  described  in  subsec- 
tion (j)(4); 

"(B)  whether  the  standard  will  achieve 
the  maximum  improvement  in  energy  effi- 
ciency which  is  technologically  feasible; 

"(C)  if  the  standard  will  not  achieve  such 
improvement,  whether  the  reasons  for  not 
achieving  such  improvement  are  adequate; 
and 

"(D)  whether  such  rule  should  prescribe  a 
level  of  energy  use  or  efficiency  which  is 
higher  or  lower  than  that  which  would  oth- 
erwise apply  in  the  case  of  any  group  of 
products  within  the  type  (or  class)  that  will 
be  subject  to  such  standard. 

"(4)  A  final  rule  prescribing  an  amended 
or  new  energy  conservation  standard  or  pre- 
scribing no  amended  or  new  standard  for  a 
type  (or  class)  of  covered  products  shall  be 
published  as  soon  as  is  practicable,  but  not 
less  than  90  days,  after  publication  of  the 
proposed  rule  in  the  Federal  Register. 

"(I)  Special  Rule  for  Certain  Types  or 
Classes  of  Products.— ( 1 )  A  rule  prescrib- 
ing an  energy  conservation  standard  for  a 
type  (or  class)  of  covered  products  shall 
specify  a  level  of  energy  use  or  efficiency 
higher  or  lower  than  that  which  applies  (or 
would  apply)  for  such  type  (or  class)  for  any 
group  of  covered  products  which  have  the 
same  function  or  intended  use.  if  the  Secre- 
tary determines  that  covered  products 
within  such  group— 

"(A)  consume  a  different  kind  of  energy 
from  that  consumed  by  other  covered  prod- 
ucts within  such  type  (or  class):  or 

"(B)  have  a  capacity  or  other  perform- 
ance-related feature  which  other  products 
within  such  type  (or  class)  do  not  have  and 
such  feature  justifies  a  higher  or  lower 
standard  from  that  which  applies  (or  will 
apply)  to  other  products  within  such  type 
(or  class). 

In  making  a  determination  under  this  para- 
graph concerning  whether  a  performance- 
related  feature  justifies  the  establishment 
of  a  higher  or  lower  standard,  the  Secretary 
shall  consider  such  factors  as  the  utility  to 
the  consumer  of  such  a  feature,  and  such 
other  factors  as  the  Secretary  deems  appro- 
priate. 

"(2)  Any  rule  prescribing  a  higher  or 
lower  level  of  energy  use  or  efficiency  under 
paragraph  (1)  shall  include  an  explanation 
of  the  basis  on  which  such  higher  or  lower 
level  was  established. 

"(m)  Inclusion  in  Standards  of  Test  Pro- 
cedures AND  Other  Requirements.- Any 
new  or  amended  energy  conservation  stand- 
ard prescribed  under  this  section  shall  in- 
clude, where  applicable,  test  procedures  pre- 
scribed in  accordance  with  section  323  and 
may  include  any  requirement  which  the 
Secretary  determines  is  necessary  to  assure 
that  each  covered  product  to  which  such 
standard  applies  meets  the  required  mini- 
mum level  of  energy  efficiency  or  maximum 
quantity  of  energy  use  specified  in  such 
standard. 

"(n)  Determination  of  Compliance  With 
Standards.— Compliance  with,  and  perform- 
ance under,  the  energy  conservation  stand- 
ards (except  for  design  standards  authorized 
by  this  part)  established  in,  or  prescribed 
under,  this  section  shall  be  determined 
using  the  test  procedures  and  corresponding 
compliance  criteria  prescribed  under  section 
323. 


"(o)  Small  Manufacturer  Exemption.— 
(1)  Subject  to  paragraph  (2).  the  Secretary 
may.  on  application  of  any  manufacturer, 
exempt  such  manufacturer  from  all  or  part 
of  the  requirements  of  any  energy  conserva- 
tion standard  established  in  or  prescribed 
under  this  section  for  any  period  not  longer 
than  the  24-month  period  beginning  on  the 
date  such  rule  becomes  effective,  if  the  Sec- 
retary finds  that  the  annual  gross  revenues 
of  such  manufacturer  from  all  its  operations 
(including  the  manufacture  and  sale  of  cov- 
ered products)  does  not  exceed  $8,000,000 
for  the  12-month  period  preceding  the  date 
of  the  application.  In  making  such  f.nding 
with  respect  to  any  manufacturer,  the  Sec- 
retary shall  take  into  account  the  annual 
gross  revenues  of  any  other  person  who  con- 
trols, is  controlled  by.  or  is  under  common 
control  with,  such  manufacturer. 

■"(2)  The  Secretary  may  not  exercise  the 
authority  granted  under  paragraph  ( 1 )  with 
respect  to  any  type  (or  class)  of  covered 
product  subject  to  an  energy  conservation 
standard  under  this  section  unless  the  Sec- 
retary makes  a  finding,  after  obtaining  the 
written  views  of  the  Attorney  General,  that 
a  failure  to  allow  an  exemption  under  para- 
graph <1)  would  likely  result  in  a  lessening 
of  competition.". 

SK(    fi.  RKQI  IKKMKNTS  OF  MAM  FAtTl  RKR.S 

Section  326(d)  of  the  Energy  Policy  and 
Conservation  Act  (42  U.S.C.  6296(d))  is 
amended  to  read  as  follows: 

"(d)  Information  Requirements.— (1)  For 
purposes  of  carrying  out  this  part,  the  Sec- 
retary may  require,  under  this  part  or  other 
provision  of  law  administered  by  the  Secre- 
tary, each  manufacturer  of  a  covered  prod- 
uct to  submit  information  or  reports  to  the 
Secretary  with  respect  to  energy  efficiency 
or  energy  use  of  such  covered  product  and 
the  economic  impact  of  any  proposed 
energy  conservation  standard,  as  the  Secre- 
tary determines  may  be  necessary  to  estab- 
lish and  revise  lest  procedures,  labeling 
rules,  and  energy  conservation  standards  for 
such  product  and  to  insure  compliance  with 
the  requirements  of  this  part.  In  making 
any  determination  under  this  paragraph, 
the  Secretary  shall  consider  existing  public 
sources  of  information,  including  nationally 
recognized  certification  programs  of  trade 
associations. 

"(2)  The  Secretary  shall  exercise  author- 
ity under  this  section  in  a  manner  designed 
to  minimize  unnecessary  burdens  on  manu- 
facturers of  covered  products. 

"(3)  The  provisions  of  section  11(d)  of  the 
Energy  Supply  and  Environmental  Coordi- 
nation Act  of  1974  shall  apply  with  respect 
to  information  obtained  under  this  subsec- 
tion to  the  same  extent  and  in  the  same 
manner  as  they  apply  with  respect  to 
energy  information  obtained  under  section 
II  of  such  Act." 

.SK(  .  7.  KKKKCT  ON  OTHKR  LAW. 

Section  327  of  the  Energy  Policy  and  Con- 
servation Act  (42  U.S.C.  6297)  is  amended  to 
read  as  follows: 

"EFFECT  ON  OTHER  LAW 

"Sec.  327.  (a)  Preemption  of  Testing  and 
Labeling  Requirements.- (1)  Effective  on 
the  date  of  enactment  of  the  National  Ap- 
pliance Energy  Consenation  Act  of  1986. 
this  part  supersedes  any  State  regulation  in- 
sofar as  such  State  regulation  provides  at 
any  time  for  the  disclosure  of  information 
with  respect  to  any  measure  of  energy  con- 
sumption of  any  covered  product  if— 

"(A)  such  State  regulation  requires  testing 
or  the  use  of  any  measure  of  energy  con- 
sumption   or    energy    descriptor    in    any 
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manner  other  than  that  provided  under  sec- 
tion 323;  or 

"(B)  such  State  regulation  requires  disclo- 
sure of  information  with  respect  to  the 
energy  use  or  energy  efficiency  of  any  cov- 
ered product  other  than  information  re- 
quired under  section  324. 

••(2)  For  purposes  of  this  section,  the  term 
State  regulation'  means  a  law.  regulation, 
or  other  requirement  of  a  State  or  its  politi- 
cal subdivisions. 

■•(b)  General  Rule  of  Preemption  for 
Energy  Conservation  Standards  Before 
Federal  Standard  Becomes  Effective  for  a 
Product.— Effective  on  the  date  of  enact- 
ment of  the  National  Appliance  Energy 
Conservation  Act  of  1986  and  ending  on  the 
effective  date  of  an  energy  conservation 
standard  established  under  section  325  for 
any  covered  product,  no  State  regulation,  or 
revision  thereof,  concerning  the  energy  effi- 
ciency or  energy  use  of  the  covered  product 
shall  be  effective  with  respect  to  such  cov- 
ered product,  unless  the  State  regulation  or 
revision— 

■■(1)  was  prescribed  or  enacted  before  Jan- 
uary 8.  1987.  and  is  applicable  to  products 
before  January  3. 1988: 

"(2)  is  a  State  procurement  regulation  de- 
scribed in  subsection  (e): 

••(3)  is  a  regulation  described  in  subsection 
(f)(1)  or  is  prescribed  or  enacted  in  a  build- 
ing code  for  new  construction  described  in 
subsection  (f)(2): 

(4)  is  a  regulation  prohibiting  the  use  in 
pool  heaters  of  a  constant  burning  pilot: 

•■(5)  is  a  regulation  described  in  subsection 
(d)(5)(B)  for  which  a  waiver  has  been  grant- 
ed under  subsection  (d);  or 

■■(6)  is  a  regulation  concerning  the  energy 
efficiency  or  energy  use  of  television  sets. 

•(c)  General  Rule  of  Preemption  for 
Energy  Conservation  Standards  When 
Federal  Standard  Becomes  Effective  for  a 
Product.— Except  as  provided  in  section 
325(b)(3)(A)(ii)  and  effective  on  the  effec- 
tive date  of  an  energy  conservation  standard 
established  in  or  prescribed  under  section 
325  for  any  covered  product,  no  State  regu- 
lation concerning  the  energy  efficiency  or 
energy  use  of  such  covered  product  shall  be 
effective  with  respect  to  such  product 
unless  the  regulation— 

••(1)  is  a  regulation  described  in  paragraph 
(2)  or  (4)  of  subsection  (b): 

••(2)  is  a  regulation  which  has  been  grant- 
ed a  waiver  under  subsection  (d):  or 

•(3)  is  in  a  building  code  for  new  construc- 
tion described  in  subsection  (f)(3). 

••(d)  Waiver  of  Federal  Preemption.— 
(1)(A)-Any  State  with  a  State  regulation 
which  provides  for  any  energy  conservation 
standard  or  other  requirement  with  respect 
to  energy  use  or  energy  efficiency  for  any 
type  (or  class)  of  covered  product  for  which 
there  is  a  Federal  energy  conservation 
standard  under  section  325  may  file  a  peti- 
tion with  the  Secretary  requesting  a  rule 
that  such  State  regulation  become  effective 
with  respect  to  such  covered  product. 

••(B)  Subject  to  paragraphs  (2)  through 
(5).  the  Secretary  shall,  within  the  period 
described  in  paragraph  (2)  and  after  consid- 
eration of  the  petition  and  the  comments  of 
interested  persons,  prescribe  such  rule  if  the 
Secretary  finds  (and  publishes  such  finding) 
that  the  State  has  established  by  a  prepon- 
derance of  the  evidence  that  such  State  reg- 
ulation is  needed  to  meet  unusual  and  com- 
pelling State  or  local  energy  interests. 

•'(C)  For  purposes  of  this  subsection,  the 
term  unusual  and  compelling  State  or  local 
energy  interests'  means  interests  which— 


'•(i)  are  substantially  different  in  nature 
or  magnitude  than  those  prevailing  in  the 
United  States  generally:  and 

••(ii)  are  such  that  the  costs,  benefits,  bur- 
dens, and  reliability  of  energy  savings  re- 
sulting from  the  State  regulation  make  such 
regulation  preferable  or  necessary  when 
measured  against  the  costs,  benefits,  bur- 
dens, and  reliability  of  alternative  ap- 
proaches to  energy  savings  or  production, 
including  reliance  on  reasonably  predictable 
market-induced  improvements  in  efficiency 
of  all  products  subject  to  the  State  regula- 
tion. 

The  factors  described  in  clause  (ii)  shall  be 
evaluated  within  the  context  of  the  State's 
energy  plan  and  forecast. 

■•(2)  The  Secretary  shall  give  notice  of  any 
petition  filed  under  paragraph  (1)(A)  and 
afford  interested  persons  a  reasonable  op- 
portunity to  make  written  comments,  in- 
cluding rebuttal  comments,  thereon.  The 
Secretary  shall,  within  the  6-month  period 
beginning  on  the  date  on  which  any  such 
petition  is  filed,  deny  such  petition  or  pre- 
scribe the  requested  rule,  except  that  the 
Secretary  may  publish  a  notice  in  the  Fed- 
eral Register  extending  such  period  to  a 
date  certain  but  no  longer  than  one  year 
after  the  date  on  which  the  petition  was 
filed.  Such  notice  shall  include  the  reasons 
for  delay.  In  the  case  of  any  denial  of  a  peti- 
tion under  this  subsection,  the  Secretary 
shall  publish  in  the  Federal  Register  notice 
of.  and  the  reasons  for.  such  denial. 

(3)  The  Secretary  may  not  prescribe  a 
rule  under  this  subsection  if  the  Secretary 
finds  (and  publishes  such  finding)  that  in- 
terested persons  have  established,  by  a  pre- 
ponderance of  the  evidence,  that  such  State 
regulation  will  significantly  burden  manu- 
facturing, marketing,  distribution,  sale,  or 
servicing  of  the  covered  product  on  a  na- 
tional basis.  In  determining  whether  to 
make  such  finding,  the  Secretary  shall 
evaluate  all  relevant  factors,  including— 

•(A)  the  extent  to  which  the  State  regula- 
tion will  increase  manufacturing  or  distribu- 
tion costs  of  manufacturers,  distributors, 
and  others: 

•■(B)  the  extent  to  which  the  State  regula- 
tion will  disadvantage  smaller  manufactur- 
ers, distributors,  or  dealers  or  lessen  compe- 
tition in  the  sale  of  the  covered  product  in 
the  State: 

•(C)  the  extent  to  which  the  State  regula- 
tion would  cause  a  burden  to  manufacturers 
to  redesign  and  produce  the  covered  product 
type  (or  class),  taking  into  consideration  the 
extent  to  which  the  regulation  would  result 
in  a  reduction— 

••(i)  in  the  current  models,  or  in  the  pro- 
jected availability  of  models,  that  could  be 
shipped  on  the  effective  date  of  the  regula- 
tion to  the  State  and  within  the  United 
States:  or 

••(ii)  in  the  current  or  projected  sales 
volume  of  the  covered  product  type  (or 
class)  in  the  State  and  the  United  States: 
and 

••(D)  the  extent  to  which  the  State  regula- 
tion is  likely  to  contribute  significantly  to  a 
proliferation  of  State  appliance  efficiency 
requirements  and  the  cumulative  impact 
such  requirements  would  have. 

•(4)  The  Secretary  may  not  prescribe  a 
rule  under  this  subsection  if  the  Secretary 
finds  (and  publishes  such  finding)  that  in- 
terested p>ersons  have  established,  by  a  pre- 
ponderance of  the  evidence,  that  the  State 
regulation  is  likely  to  result  in  the  unavail- 
ability in  the  State  of  any  covered  product 
type  (or  class)  of  performance  characteris- 
tics (including  reliability),  features,  sizes,  ca- 


pacities, and  volumes  that  are  substantially 
the  same  as  those  generally  available  in  the 
State  at  the  time  of  the  Secretary's  finding, 
except  that  the  failure  of  some  classes  (or 
types)  to  meet  this  criterion  shall  not  affect 
the  Secretary's  determination  of  whether  to 
prescribe  a  rule  for  other  classes  (or  types). 
•■(5)  No  final  rule  prescribed  by  the  Secre- 
tary under  this  subsection  may— 

•■(A)  permit  any  State  regulation  to 
become  effective  with  respect  to  any  cov- 
ered product  manufactured  within  three 
years  after  such  rule  is  published  in  the 
Federal  Register  or  within  five  years  if  the 
Secretary  finds  that  such  additional  time  is 
necessary  due  to  the  substantial  burdens  of 
retooling,  redesign,  or  distribution  needed  to 
comply  with  the  State  regulation:  or 

••(B)  become  effective  with  respect  to  a 
covered  product  manufactured  before  the 
earliest  possible  effective  date  specified  in 
section  325  for  the  initial  amendment  of  the 
energy  conservation  standard  established  in 
such  section  for  the  covered  product:  except 
that  such  rule  may  t)ecome  effective  before 
such  date  if  the  Secretary  finds  (and  pub- 
lishes such  finding)  that,  in  addition  to  the 
other  requirements  of  this  subsection  the 
State  has  established,  by  a  preponderance 
of  the  evidence,  that— 

••(i)  an  energy  emergency  condition  exists 
within  the  State  which— 

••(I)  imperils  the  health,  safety,  and  wel- 
fare of  its  residents  because  of  the  inability 
of  the  State  or  utilities  within  the  State  to 
provide  adequate  quantities  of  gas  or  elec- 
tric energy  to  its  residents  at  less  than  pro- 
hibitive costs:  and 

••(II)  cannot  be  substantially  alleviated  by 
the  importation  of  energy  or  the  use  of 
interconnection  agreements;  and 

••(ii)  the  State  regulation  is  necessary  to 
alleviate  substantially  such  condition. 

■•(6)  In  any  case  in  which  a  State  is  issued 
a  rule  under  paragraph  ( 1 )  with  respect  to  a 
covered  product  and  subsequently  a  Federal 
energy  conservation  standard  concerning 
such  product  is  amended  pursuant  to  sec- 
tion 325.  any  person  subject  to  such  State 
regulation  may  file  a  petition  with  the  Sec- 
retary requesting  the  Secretary  to  withdraw 
the  rule  issued  under  paragraph  ( 1 )  with  re- 
spect to  such  product  in  such  State.  The 
Secretary  shall  consider  such  petition  in  ac- 
cordance with  the  requirements  of  para- 
graphs (1).  (3).  and  (4).  except  that  the 
burden  shall  be  on  the  petitioner  to  show  by 
a  preponderance  of  the  evidence  that  the 
rule  received  by  the  State  under  paragraph 
(1)  should  be  withdrawn  as  a  result  of  the 
amendment  to  the  Federal  standard.  If  the 
Secretary  determines  that  the  petitioner 
has  shown  that  the  rule  issued  by  the  State 
should  be  so  withdrawn,  the  Secretary  shall 
withdraw  it. 

•■(e)  Exception  for  Certain  State  Pro- 
curement Standards.— Any  State  regulation 
which  sets  forth  procurement  standards  for 
a  State  (or  political  subdivision  thereof) 
shall  not  be  superseded  by  the  provisions  of 
this  part  if  such  standards  are  more  strin- 
gent than  the  corresponding  Federal  energy 
conservation  standards. 

■•(f)  Exception  for  Certain  Building 
Code  Requirements.— (1)  A  regulation  or 
other  requirement  enacted  or  prescribed 
before  January  8,  1987.  that  is  contained  in 
a  State  or  local  building  code  for  new  con- 
struction concerning  the  energy  efficiency 
or  energy  use  of  a  covered  product  is  not  su- 
perseded by  this  part  until  the  effective 
date  of  the  energy  conservation  standard  es- 
tablished in  or  prescribed  under  section  325 
for  such  covered  product. 
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•■(2)  A  regulation  or  other  requirement,  or 
revision  thereof,  enacted  or  prescribed  on  or 
after  January  8,  1987,  that  is  contained  in  a 
State  or  local  building  code  for  new  con- 
struction concerning  the  energy  efficiency 
or  energy  use  of  a  covered  product  is  not  su- 
perseded by  this  part  until  the  effective 
date  of  the  energy  conservation  standard  es- 
tablished in  or  prescribed  under  section  325 
for  such  covered  product  if  the  code  does 
not  require  that  the  energy  efficiency  of 
such  covered  product  exceed— 

■■(A)  the  applicable  minimum  efficiency 
requirement  in  a  national  voluntary  consen- 
sus standard:  or 

"(B)  the  minimum  energy  efficiency  level 
in  a  regulation  or  other  requirement  of  the 
State  meeting  the  requirements  of  subsec- 
tions (b)(1)  or  (b)(5)  whichever  is  higher. 

•■(3)  Effective  on  the  effective  date  of  an 
energy  conservation  standard  for  a  covered 
product  established  in  or  prescribed  under 
section  325.  a  regulation  or  other  require- 
ment contained  in  a  State  or  local  building 
code  for  new  construction  concerning  the 
energy  efficiency  or  energy  use  of  such  cov- 
ered product  is  not  superseded  by  this  part 
if  the  code  complies  with  all  of  the  follow- 
ing requirements: 

■■(A)  The  code  permits  a  builder  to  meet 
an  energy  consumption  or  conservation  ob- 
jective for  a  building  by  selecting  items 
whose  combined  energy  efficiencies  meet 
the  objective. 

"(B)  The  code  does  not  require  that  the 
covered  product  have  an  energy  efficiency 
exceeding  the  applicable  energy  conserva- 
tion standard  established  in  or  prescribed 
under  section  325.  except  that  the  required 
efficiency  may  exceed  such  standard  up  to 
the  level  required  by  a  regulation  of  that 
State  for  which  the  Secretary  has  issued  a 
rule  granting  a  waiver  under  subsection  (d). 
■(C)  The  credit  to  the  energy  consump- 
tion or  conservation  objective  allowed  by 
the  code  for  installing  covered  products 
having  energy  efficiencies  exceeding  such 
energy  conservation  standard  established  in 
or  prescribed  under  section  325  or  the  effi- 
ciency level  required  in  a  State  regulation 
referred  to  in  subparagraph  (B)  is  on  a  one- 
for-one  equivalent  energy  use  basis. 

"(D)  If  the  code  uses  one  or  more  baseline 
building  designs  against  which  all  submitted 
building  designs  are  to  be  evaluated  and 
such  baseline  building  designs  contain  a  cov- 
ered product  subject  to  an  energy  conserva- 
tion standard  established  in  or  prescribed 
under  section  325.  the  baseline  building  de- 
signs are  based  on  the  efficiency  level  for 
such  covered  product  which  meets  but  does 
not  exceed  such  standard  or  the  efficiency 
level  required  by  a  regulation  of  that  State 
for  which  the  Secretary  has  issued  a  rule 
granting  a  waiver  under  subsection  (d). 

"(E)  If  the  code  sets  forth  one  or  more  op- 
tional combinations  of  items  which  meet 
the  energy  consumption  or  conservation  ob- 
jective, for  every  combination  which  in- 
cludes a  covered  product  the  efficiency  of 
which  exceeds  either  standard  or  level  re- 
ferred to  in  subparagraph  (D),  there  also 
shall  be  at  least  one  combination  which  in- 
cludes such  covered  product  the  efficiency 
of  which  does  not  exceed  such  standard  or 
level  by  more  than  5  percent,  except  that  at 
least  one  combination  shall  include  such 
covered  product  the  efficiency  of  which 
meets  but  does  not  exceed  such  standard. 

"(P)  The  energy  consumption  or  conserva- 
tion objective  is  specified  in  terms  of  an  esti- 
mated total  consumption  of  energy  (which 
may  be  calculated  from  energy  loss-  or  gain- 
based  codes)  utilizing  an  equivalent  amount 
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of  energy  (which  may  be  specified  in  units 
of  energy  or  its  equivalent  cost). 

"(G)  The  estimated  energy  use  of  any  cov- 
ered product  permitted  or  required  in  the 
code,  or  used  in  calculating  the  objective,  is 
determined  using  the  applicable  test  proce- 
dures prescribed  under  section  323,  except 
that  the  State  may  permit  the  estimated 
energy  use  calculation  to  be  adjusted  to  re- 
flect the  conditions  of  the  areas  where  the 
code  is  being  applied  if  such  adjustment  is 
based  on  the  use  of  the  applicable  test  pro- 
cedures prescribed  under  section  323  or 
other  technically  accurate  documented  pro- 
cedure. 

"(4)(A)  Subject  to  subparagraph  (B).  a 
State  or  local  government  is  not  required  to 
submit  a  petition  to  the  Secretary  in  order 
to  enforce  or  apply  its  building  code  or  to 
establish  that  the  code  meeu  the  conditions 
set  forth  in  this  subsection. 

"(B)  If  a  building  code  requires  the  instal- 
lation of  covered  products  with  efficiencies 
exceeding  both  the  applicable  Federal 
standard  established  in  or  prescribed  under 
section  325  and  the  applicable  standard  of 
such  State,  if  any,  that  has  been  granted  a 
waiver  under  subsection  (d),  such  require- 
ment of  the  building  code  shall  not  be  appli- 
cable unless  the  Secretary  has  granted  a 
waiver  for  such  requirement  under  subsec- 
tion (d). 

"(g)  No  Warranty.— Any  disclosure  with 
respect  to  energy  use.  energy  efficiency,  or 
estimated  annual  operating  cost  which  is  re- 
quired to  be  made  under  the  provisions  of 
this  part  shall  not  create  an  express  or  im- 
plied warranty  under  State  or  Federal  law 
that  such  energy  efficiency  will  be  achieved 
or  that  such  energy  use  or  estimated  annual 
operating  cost  will  not  be  exceeded  under 
conditions  of  actual  use.". 

SKt .  «.  cm/KN  SI  ITS. 

Section  335(a)  of  the  Energy  Policy  and 
Conservation  Act  (42  U.S.C.  6305)  is  amend- 
ed- 

(1)  by  striking  out  "or"  at  the  end  of  para- 
graph ( 1 ): 

(2)  by  striking  out  the  period  at  the  end  of 
paragraph  (2)  and  inserting  in  lieu  thereof 
":  or": 

(3)  by  inserting  after  paragraph  (2)  the 
following  new  paragraph: 

"(3)  the  Secretary  in  any  case  in  which 
there  is  an  alleged  failure  of  the  Secretary 
to  comply  with  a  nondiscretionary  duty  to 
issue  a  proposed  or  final  rule  according  to 
the  schedules  set  forth  in  section  325.":  and 

(4)  by  adding  after  the  last  sentence  the 
following: 

"The  courts  shall  advance  on  the  docket, 
and  expedite  the  disposition  of.  all  causes 
filed  therein  pursuant  to  paragraph  (3)  of 
this  subsection.  If  the  court  finds  that  the 
Secretary  has  failed  to  comply  with  a  dead- 
line established  in  section  325.  the  court 
shall  have  jurisdiction  to  order  appropriate 
relief,  including  relief  that  will  ensure  the 
Secretary's  compliance  with  future  dead- 
lines for  the  same  covered  product.". 

SEC.  9.   AI>.MIMSTK.ATIVE   REVIEW   AND  Jl'DKIAI. 
REVIEW. 

Section  336  of  the  Energy  Policy  and  Con- 
servation Act  (42  U.S.C.  6306)  is  amended  to 
read  as  follows: 

"administrative  procedure  AND  JUDICIAL 
REVIEW 

"Sec.  336.  (a)(1)  In  addition  to  the  require- 
ments of  section  553  of  title  5,  United  States 
Code,  rules  prescribed  under  section  323, 
324,  325,  327,  or  328  of  this  part  shall  afford 
interested  persons  an  opportunity  to 
present  written  and  oral  data,  views,  and  ar- 
guments with  respect  to  any  proposed  rule. 


"(2)  In  the  case  of  a  rule  prescribed  under 
section  325,  the  Secretary  shall,  by  means  of 
conferences  or  other  informal  procedures, 
afford  any  interested  person  an  opportunity 
to  question— 

"(A)  other  interested  persons  who  have 
made  oral  presentations:  and 

"(B)  employees  of  the  United  States  who 
have  made  written  or  oral  presentations 
with  respect  to  disputed  issues  of  material 
fact. 

Such  opportunity  shall  be  afforded  to  the 
extent  the  Secretary  determines  that  ques- 
tioning pursuant  to  such  procedures  is  likely 
to  result  in  a  more  timely  and  effective  reso- 
lution of  such  issues. 

"(3)  A  transcript  shall  be  kept  of  any  oral 
presentations  made  under  this  subsection. 

•(b)(1)  Any  person  who  will  be  adversely 
affected  by  a  rule  prescribed  under  section 
323.  324.  or  325  may.  at  any  time  within  60 
days  after  the  date  on  which  such  rule  is 
prescribed,  file  a  petition  with  the  United 
States  court  of  appeals  for  the  circuit  in 
which  such  person  resides  or  has  his  princi- 
pal place  of  business,  for  judicial  review  of 
such  rule.  A  copy  of  the  petition  shall  be 
transmitted  by  the  clerk  of  the  court  to  the 
agency  which  prescribed  the  rule.  Such 
agency  shall  file  in  the  court  the  written 
submissions  to,  and  transcript  of,  the  pro- 
ceedings on  which  the  rule  was  based,  as 
provided  in  section  2112  of  title  28,  United 
States  Code. 

"(2)  Upon  the  filing  of  the  petition  re- 
ferred to  in  paragraph  (1),  the  court  shall 
have  jurisdiction  to  review  the  rule  in  ac- 
cordance with  chapter  7  of  title  5.  United 
States  Code,  and  to  grant  appropriate  relief 
as  provided  in  such  chapter.  No  rule  under 
section  323.  324.  or  325  may  be  affirmed 
unless  supported  by  substantial  evidence. 

"(3)  The  judgment  of  the  court  affirming 
or  setting  aside,  in  whole  or  in  part,  any 
such  rule  shall  be  final,  subject  to  review  by 
the  Supreme  Court  of  the  United  States 
upon  certiorari  or  certification  as  provided 
in  section  1254  of  title  28.  United  States 
Code. 

"(4)  The  remedies  provided  for  in  this  sub- 
section shall  be  in  addition  to,  and  not  in 
substitution  for.  any  other  remedies  provid- 
ed by  law. 

"(5)  The  procedures  applicable  under  this 
part  shall  not— 

"(A)  be  considered  to  be  modified  or  af- 
fected by  any  other  provision  of  law  unless 
such  other  provision  specifically  amends 
this  part  (or  provisions  of  law  cited  herein); 
or 

"(B)  be  considered  to  be  superseded  by 
any  other  provision  of  law  unless  such  other 
provision  does  so  in  specific  terms  by  refer- 
ring to  this  part  and  declaring  that  such 
provision  supersedes,  in  whole  or  in  part, 
the  procedures  of  this  part. 

■(c)  Jurisdiction  is  vested  in  the  Federal 
district  courts  of  the  United  States  over  ac- 
tions brought  by  any  adversely  affected 
person  to  determine  whether  a  State  or 
local  government  is  complying  with  the  re- 
quirements of  this  part.". 

SE(  .  10.  ASM  AL  REPORT. 

Section  338  of  the  Energy  Policy  and  Con- 
servation Act  (42  U.S.C.  6308)  is  amended  by 
adding  at  the  end  the  following:  "Nothing  in 
this  section  provides  a  defense  or  justifica- 
tion for  a  failure  by  the  Secretary  to  comply 
with  a  nondiscretionary  duty  as  provided 
for  in  this  part." 
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SKC.  ll.CON«)RMIN«:  AMKNOMKNTS. 

(a)  IM  General.— Part  B  of  title  III  of  the 
Energy  Policy  and  Conservation  Act  is 
amended  as  follows: 

(1)  Section  324  is  amended— 

(A)  in  subsection  (a)(1).  by  striking  out 
••paragraphs  (1)  through  (9)"  and  inserting 
in  lieu  thereof  'paragraphs  (1).  (2).  (4),  (6). 
and  (8)  through  (12)"; 

(B)  in  subsection  (a)(2).  by  striking  out 
••paragraphs  (10)  through  (13)"  and  insert- 
ing in  lieu  thereof  paragraphs  (3).  (5).  and 
(7)"";  and 

(C)  in  subsection  (a)(3)— 

(i)  by  striking  out  "paragraph  (14)"  and 
inserting  in  lieu  thereof    paragraph  (13)  ■; 

(ii)  by  striking  out  subparagraph  (A)  and 
inserting  in  lieu  thereof  the  following: 

"(A)  the  Commission  or  the  Secretary  has 
made  a  determination  with  respect  to  such 
type  (or  class  thereof)  that  labeling  in  ac- 
cordance with  this  section  will  assist  pur- 
chasers in  making  purchasing  decisions,": 
and 

(iii)  by  striking  out  'section  323(a)(5)"  in 
subparagraph  (B)  and  inserting  in  lieu 
thereof  'section  323(b)(1)(B) "; 

(D)  by  striking  out  subsection  (b)(1)  and 
inserting  in  lieu  thereof  the  following: 

"(b)  Rules  in  Effect:  New  Rules.— (1)(A) 
Any  labeling  rule  in  effect  on  the  date  of 
the  enactment  of  the  National  Appliance 
Energy  Conservation  Act  of  1986  shall 
remain  in  effect  until  amended,  by  rule,  by 
the  Commission. 

"(B>  After  the  date  of  the  enactment  of 
the  National  Appliance  Energy  Conserva- 
tion Act  of  1986  and  not  later  than  30  days 
after  the  date  on  which  a  proposed  test  pro- 
cedure applicable  to  a  covered  product  of 
any  of  the  types  specified  in  paragraphs  (1) 
through  (13)  of  section  322(a)  (or  class 
thereof)  is  prescribed  under  section  323(b). 
the  Commission  shall  publish  a  proposed  la- 
beling rule  applicable  to  such  type  (or  class 
thereof). ": 

(E)  in  subsection  (b)(3)— 

(i)  by  striking  out  "section  323"  both 
places  in  which  it  appears  and  inserting  in 
lieu  thereof  "section  323(b)": 

(ii)  by  striking  out  "(13)"  and  inserting  in 
lieu  thereof  "■(  12)"";  and 

(iii)  by  striking  out  "(14)'"  and  inserting  in 
lieu  thereof "( 13)  ■: 

(F)  in  subsection  (b)(5)— 

(i)  by  striking  out  "(10)  through  (13)"  and 
inserting  in  lieu  thereof  "(3),  (5),  and  (7)": 
and 

(ii)  by  striking  out  "(14)"  and  inserting  in 
lieu  thereof  "(IS)':  and 

(G)  in  subsection  (f).  by  striking  out  "or 
(2)"  in  the  second  sentence. 

(2)  Section  326(b)(3)(A)  is  amended  by  in- 
serting "established  in  or"  before  "pre- 
scribed under". 

(3)  Section  332(a)(5)  is  amended  by  strik- 
ing out  "energy  efficiency  standard  pre- 
scribed under '■  and  inserting  in  lieu  thereof 
"energy  conservation  standard  established 
in  or  prescribed  under". 

(b)  Stylistic  Conforming  Amendments  — 
Part  B  of  title  III  of  the  Energy  Policy  and 
Conservation  Act  is  amended  as  follows: 

(1)  Section  322(b)(1)  is  amended  by  strik- 
ing out  "(b)(l)"  and  inserting  in  lieu  thereof 
"(b)  Special  Classification  of  Consumer 
Product.— (1)". 

<2)  Section  324  is  amended— 

(A)  by  striking  out  "Sec.  324.  (a)(1)"'  and 
inserting  in  lieu  thereof  "Sec.  324.  (a)  In 
General.- (1)"; 

(B)  in  subsection  (c)(1),  by  striking  out 
••(c)(1)"  and  inserting  in  lieu  thereof  '(c) 
Content  of  Label.— (1)": 


(C)  in  subsection  (d).  by  striking  out  "(d) " 
and  inserting  in  lieu  thereof  "(d)  Effective 
Date.—"; 

(D)  in  subsection  (e).  by  striking  out  "(e)" 
and  inserting  in  lieu  thereof  "(e)  Study  of 
Certain  Products.—"; 

(E)  in  subsection  (f),  by  striking  out  ""(f)" 
and  inserting  in  lieu  thereof  "(f)  Consulta- 
tion.—"; and 

(F)  in  subsection  (g),  by  striking  out  ""(g)" 
and  inserting  in  lieu  thereof  "(g)  Other  Au- 
thority OF  the  Commission.—". 

(3)  Section  326  is  amended— 

(A)  in  subsection  (a),  by  striking  out  "(a) " 
and  inserting  in  lieu  thereof  "(a)  In  Gener- 
al.—"; 

(B)  in  subsection  (b)(1),  by  striking  out 
""(b)(1)"  and  inserting  in  lieu  thereof  "(b) 
Notification.— (1)";  and 

(C)  in  subsection  (c),  by  striking  out  "(c) 
Each"  and  inserting  in  lieu  thereof  "(c) 
Deadline.— Each". 

(4)  Section  329  is  amended— 

(A)  in  subsection  (a),  by  striking  out  "(a)" 
and  inserting  in  lieu  thereof  ""(a)  In  Gener- 
al.—■;  and 

(B)  in  subsection  (b),  by  striking  out  "(b)" 
and  inserting  in  lieu  thereof  "(b)  Confiden- 
tiality.—". 

(5)  Section  332  is  amended— 

(A)  in  subsection  (a),  by  striking  out  "Sec. 
332.  (a)'  and  inserting  in  lieu  thereof  "Sec 

332.  (a)  In  General.—";  and 

(B)  in  subsection  (b).  by  striking  out  "(b)' 
and  inserting  in  lieu  thereof  "(b)  Defini- 
tion.—". 

(6)  Section  333  is  amended— 

(A)  in  subsection  (a),  by  striking  out  •Sec 

333.  (a)'  and  inserting  in  lieu  thereof  "Sec. 
333.  (a)  In  General.— '; 

(B)  in  subsection  (b),  by  striking  out  ""(b)" 
and  inserting  in  lieu  thereof  "(b)  Defini- 
tion.—": 

(C)  in  subsection  (c).  by  striking  out  "(c) 
It"  and  inserting  in  lieu  thereof  "(c)  Special 
Rule.— It":  and 

(D)  in  subsection  (d)(1).  by  striking  out 
"(dXl)"'  and  inserting  in  lieu  thereof  "(d) 
Procedure  for  Assessing  Penalty.— (1)". 

(7)  Section  335  is  amended— 

(A)  in  subsection  (b),  by  striking  out  ""(b)" 
and  inserting  in  lieu  thereof  "(b)  Limita- 
tion.—■; 

(B)  in  subsection  (c).  by  striking  out  ""(c)" 
and  inserting  in  lieu  thereof  "(c)  Right  to 
Intervene.—"; 

(C)  in  subsection  (d),  by  striking  out  "(d) " 
and  inserting  in  lieu  thereof  "(d)  Award  of 
Costs  of  Litigation.—"; 

(Di  in  subsection  (e).  by  striking  out  "(e)" 
and  inserting  in  lieu  thereof  ""(e)  Preserva- 
tion OF  Other  Relief.—":  and 

(E)  in  subsection  (f),  by  striking  out  ""(f)" 
and  inserting  in  lieu  thereof  "(f)  Compli- 
ance IN  Good  Faith.—". 

(8)  Section  339  is  amended— 

(A)  in  subsection  (a),  by  striking  out  "(a)" 
and  inserting  in  lieu  thereof  "(a)  Authori- 
zations FOR  THE  Secretary.—": 

(B)  in  subsection  (b),  by  striking  out  "(b)' 
and  inserting  in  lieu  thereof  "(b)  Authori- 
zations FOR  THE  Commission.—";  and 

(C)  in  subsection  (c),  by  striking  out  "(c)" 
and  inserting  in  lieu  thereof  "(c)  Other  Au- 
thorizations.—". 

SEC.  12.  VVMi  RKQIIREMKNT. 

The  Federal  Energy  Regulatory  Commis- 
sion shall,  not  later  than  60  days  after  the 
date  of  the  enactment  of  this  Act,  issue  a 
final  order  in  ANR  Pipeline  Company. 
FERC  Docket  No.  RP  82-80,  filed  April  30, 
1982. 

The  SPEAKER  pro  tempore.  Is  a 
second  demanded? 


Mr.   MOORHEAD.   Mr.   Speaker.   I 
demand  a  second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 
There  was  no  objection. 
The  SPEAKER  pro  tempore.  The 
gentleman  from  Massachusetts  [Mr. 
Markey]  will  be  recognized  for  20  min- 
utes and  the  gentleman  from  Califor- 
nia [Mr.  Moorhead]  will  be  recognized 
for  20  minutes. 

The  Chair  recognizes  the  gentleman 
from  Massachusetts  [Mr.  Markey]. 

Mr.  MARKEY.  Mr,  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  rise  in  strong  support 
of  H.R.  5465.  the  National  Appliance 
Energy  Conservation  Act  of  1986.  This 
important  piece  of  consumer  legisla- 
tion was  marked  up  by  the  Subcom- 
mittee  on  Energy   Conservation   and 
Power  by  a  voice  vote  on  September 
10.  The  bill  is  cosponsored  by  81  Mem- 
bers, including  every  member  of  my 
subcommittee,  on  both  sides  of  the 
aisle,  and  is  also  cosponsored  by  25  of 
the  42  members  of  the  Energy  and 
Commerce    Conmiittee,    including    its 
chairman,  the  gentleman  from  Michi- 
gan [Mr.  Dingell],  the  ranking  minor- 
ity member  of  the  committee,  the  gen- 
tleman from  New  York   [Mr.  Lent], 
and  the  ranking  minority  member  of 
the     subcommittee,     the     gentleman 
from     California     [Mr.     Moorhead], 
without  whose  effort  and  the  effort  of 
his  staff  this  piece  of  legislation  would 
not    have    been    possible.    We    have 
worked  on  a  very  fast  track  for  the 
last  2  to  3  weeks  to  get  this  legislation 
to  the  floor  as  quickly  as  possible  in 
the  hopes  that  we  might  be  able  to  see 
final   passage   and  signature   by   the 
President  before  the  end  of  this  legis- 
lative year,  and  it  is  only  again  by  a 
continuation  of  the  bipartisan  coop- 
eration which  has  characterized  our 
subcommittee  over  the  past  2  years 
that  it  has  been  possible  to  bring  this 
piece  of  very  important  almost  critical 
energy  conservation  legislation  out  to 
the  floor  in  such  a  fast  period  of  time. 
The  legislation  which  has  attracted 
this  extraordinary  list  of  cosponsors  is 
the  product  of  a  protracted  negotia- 
tion between  the  appliance  manufac- 
turing industry  and  key  environmental 
groups,  notably  the  Natural  Resources 
Defense  Council.  The  product  of  that 
negotiation   is  a  comprehensive  and 
unprecedented  Federal  code  of  home 
appliance  energy  conservation  stand- 
ards. The  bill  which  this  coalition  has 
helped    to    craft    restores    appliance 
standards  to  their  rightful  place  in  the 
Energy  Code. 

D  1430 

To  give  a  sense  of  the  magnitude  of 
this  bill,  I  want  to  share  with  the 
Members  some  of  the  projected  sav- 
ings. H.R.  5465  will  provide  consumers 
with  a  projected  net  savings  of  $28  bil- 
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lion,  or  nearly  $300  per  household.  In 
addition,  this  bill  will  lower  residential 
energy  consumption  in  the  United 
States  by  1  quad,  or  about  6  percent;  6 
percent  of  all  the  residential  energy 
consumption  in  this  country  will  be  re- 
duced. The  energy  savings  expected 
over  the  lifetime  of  products  sold 
through  the  year  2000—17  quads— is 
equivalent  to  over  2  years  of  energy 
imports  at  America's  current  import 
rate.  Finally,  the  standards  will  lower 
peak  electricity  demand  in  the  year 
2000  by  22,000  megawatts— equivalent 
to  about  10  percent  of  the  growth  in 
peak  power  demand  between  the  year 
1986  and  the  year  2000  as  forecast  by 
the  utility  industry. 

What  does  that  translate  into?  That 
means  that  there  are  22  nuclear  power 
plants  that  will  not  have  to  be  built 
between  the  year  1986  and  the  year 
2000,  22  oil,  22  gas,  22  coal-fired 
plants,  or  some  combination  thereof, 
will  not  have  to  be  built  because  these 
standards  are  going  to  go  into  effect  if 
we  can  get  them  through  the  legisla- 
tive process  over  the  next  2  weeks  in  a 
fashion  that  gets  it  to  the  President's 
desk. 

Paradoxically,  however,  it  is  the 
Federal  Department  of  Energy  that 
has  contributed  most  heavily  to  this 
fortuitous  meeting  of  the  minds. 
DOE'S  now-notorious  "no  standard" 
applicant  standards,  which  were  pro- 
mulgated in  the  early  1980's,  robbed 
American  consumers  of  close  to  a 
decade  of  energy  savings  because  of 
the  Department's  determination  that 
there  weis  no  such  thing  as  an  appli- 
ance standard  that  was  both  "techno- 
logically feasible"  and  "economically 
justified."  DOE's  "no  standard"  stand- 
ards were  struck  down  by  a  Federal 
appeals  court  in  a  harsh  154-page  deci- 
sion last  July. 

Although  DOE  has  yet  to  promul- 
gate Federal  appliance  standards,  a 
growing  number  of  States  have  under- 
stood the  good  reasons  for  doing  so. 
California,  New  York,  Massachusetts, 
and  others  have  seen  the  extraordi- 
nary benefits  that  can  be  reaped  from 
minimum  efficiency  standards  for  ap- 
pliances, and  they  have  legislated  ac- 
cordingly. These  States  truly  deserve 
major  credit  for  being  in  the  vanguard 
of  the  Nation  in  this  vital  area  of 
energy  conservation.  In  addition,  the 
informed  advice  of  these  three  States 
during  the  drafting  of  H.R.  5465  has 
helped  to  make  it  a  better  bill.  The 
wisdom  of  these  States  and  of  a  grow- 
ing number  of  other  States  which 
have  joined  their  ranks  have  brought 
these  diverse  interest  groups  to  the 
bargaining  table  to  negotiate  a  tough 
and  uniform  Federal  standard  which 
will  benefit  the  entire  Nation.  The 
tradeoff  is  preemption  of  State  stand- 
ards in  most  cases,  a  balance  which  is 
justified  by  the  rigor  of  the  standards 
contained  in  the  bill  and  by  the  justi- 
fied needs  of  appliance  manufacturers 


to  make  their  long-term  business  plans 
in  the  context  of  a  stable  and  uniform 
national  standard. 

Energy  conservation  is  alive  and  well 
in  the  99th  Congress,  and  this  bill  is 
proof  that  the  lessons  of  1975  and 
1978  have  not  been  lost  amidst  the  din 
of  voices  claiming  that  the  energy 
crisis  is  over.  I  am  proud  to  be  the 
chief  sponsor  of  this  bill,  along  with 
Carlos  "The  Refrigerator"  Moor- 
HEAD,  from  the  State  of  California, 
who  is  helping  to  ensure  that  whether 
it  be  refrigerators  or  any  other  appli- 
ances that  will  be  used  in  this  country 
over  the  next  20  years,  they  will  have 
the  tough,  hard  standards  that  will,  in 
fact,  be  mandated  by  this  bill,  but  with 
the  understanding  that  at  the  same 
time,  appliance  manufacturers  will 
have  the  predictability  that  will  allow 
them  to  make  the  long-term  invest- 
ment planning  to  guarantee  that  they 
are  not,  in  fact,  put  in  a  position 
where  they  have  State  after  State,  or 
administration  after  administration, 
changing  standards  which  cause  them 
tremendous  additional  expenditures  in 
their  competition  against  foreign 
countries  in  their  attempt  to  produce 
products  that  we  can  market  around 
the  world. 

So  we  achieve  both  those  goals  in 
this  bill.  It  reflects  a  true  compromise 
between  the  appliance  manufacturers 
and  the  environmental  groups,  be- 
tween Democrats  and  Republicans,  in 
trying  to  build  some  predictability  into 
what  is,  I  think,  accepted  as  a  consen- 
sus view  in  this  country,  that  we  have 
benefited  from  the  conservation  meas- 
ures that  have  been  implemented, 
both  by  price  and  by  regulation,  over 
the  past  decade,  and  that  by  building 
upon  that  we  can  help  to  reduce  the 
likelihood  that  we  will  fall  back  into 
the  same  trap  that  twice  during  the 
1970's  we  fell  into  because  we  did  not 
build  in  the  proper  long-term  plaiming 
that  I  think  that  this  bill  represents. 

I  would  hope  that  the  House  would 
accept  this  bill  with  a  unanimous  vote. 
I  once  again  want  to  compliment  my 
colleague,  the  gentleman  from  Califor- 
nia [Mr.  MooRHEADl.  This  is  one  of  the 
final  pieces  of  major  legislation  which 
will  be  coming  out  of  our  subcommit- 
tee after  2  years  of  working  together, 
and  I  carmot  tell  the  gentleman  how 
much  I  have  enjoyed  working  with 
him,  because  this  piece  of  legislation, 
if  it  does  go  into  effect,  I  think  is 
going  to  have  a  long-term  effect  upon 
energy  decisions  that  are  made  on  a 
macroeconomic  basis  in  this  country. 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mr.  MOORHEAD.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  I  rise  in  support  of 
H.R.  5465,  the  National  Appliance 
Energy  Conservation  Act  of  1986,  a 
bill  which  is  cosponsored  by  every 
member    of    the    Subcommittee    on 


Energy  Conservation  and  Power  of  the 
Committee  on  Energy  and  Commerce. 
H.R.  5465  addresses  a  significant  prob- 
lem which  has  been  developing  in  the 
area  of  appliance  energy  efficiency. 
The  Department  of  Energy  is  under  a 
statutory  duty  to  develop  appliance 
energy  efficiency  standards.  At  the 
same  time,  many  States,  including  my 
own  State  of  California,  have  moved 
and  are  moving  to  adopt  their  own  ap- 
pliance standards.  Thus,  multiple  dif- 
fering appliance  standards  are  devel- 
oping. 

The  establishment  of  a  number  of 
differing  appliance  standards  is  in  no 
one's  interest.  Multiple  differing  appli- 
ance standards  pose  significant  prob- 
lems for  appliance  munufacturers  who 
sell  their  products  on  a  nationwide 
basis.  Such  manufacturers  cannot 
target  their  research  so  that  their 
product  is  constantly  improved.  In- 
stead, their  research  money  must  be 
applied  to  modifying  products  so  that 
they  meet  different  standards  in  dif- 
ferent States.  Similarly,  appliance 
manufacturers  carmot  market  or  dis- 
tribute their  products  on  a  stream- 
lined national  basis. 

Additionally,  multiple  State  stand- 
ards will  have  an  adverse  effect  on 
consumers  as  it  will  increase  the  cost 
of  appliances  and  will  reduce  the 
number  of  products  available  to  them. 
Multiple  standards  could  even  lead  to 
manufacturers,  especially  small-  and 
medium-sized  companies,  ceasing  to 
make  particular  appliances,  thus  less- 
ening competition. 

H.R.  5465  addresses  the  problem  of 
multiple  differing  State  standards.  It 
enacts  appliance  standards  for  11 
major  appliances.  When  these  Federal 
standards  go  into  effect,  then  State 
appliance  standards  applicable  to  ap- 
pliances covered  by  these  Federal 
standards  are  preempted.  It  is  impor- 
tant to  note  that  the  Federal  stand- 
ards contained  in  H.R.  5465  are  more 
stringent  than  any  existing  State 
standards,  thus  achieving  the  energy 
conservation  goals  of  those  States  that 
have  adopted  appliance  standards. 

The  committee  amendment  to  H.R. 
5465  deals  with  small  gas  furnaces  and 
heat  pumps.  The  amendment  directs 
the  Department  of  Energy  to  engage 
in  a  rulemaking  to  determine  the  ap- 
propriate efficiency  standard  for  gas 
furnaces  with  an  input  of  less  than 
45,000  Btu.  The  amendment  also  re- 
stricts the  Department's  determina- 
tion to  a  range  of  efficiencies  between 
71  and  78  AFUE.  The  rulemaking  is  to 
commence  in  1989  with  the  standard 
to  take  effect  in  1992.  The  DOE  rule- 
making should  not  result  in  a  prefer- 
ence for  one  fuel  over  another. 

As  introduced,  H.R.  5465  did  not 
contain  an  efficiency  standard  for  the 
heating  side  of  a  heat  pump,  although 
it  did  contain  one  for  the  cooling  side. 
The  committee   amendment   corrects 
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this  omission  by  imposing  a  heating 
season  performance  factor  of  6.8  on 
split  systems  and  6.6  on  single  systems 
for  heat  pumps.  This  standard  is  com- 
parable to  the  78  AFUE  standard  for 
large  gas  furnaces  and  was  selected 
with  reference  to  the  applicable  Cali- 
fornia standard. 

Finally,  I  would  like  to  note  that  the 
fast  track  on  which  this  bill  is  moving 
imposed  difficult  and  frustrating  con- 
ditions on  those  who  worked  out  this 
amendment  and  I  want  to  thank  them 
for  their  efforts  in  this  regard.  I  want 
also  to  thank  our  subcommittee  chair- 
man, the  gentleman  from  Massachu- 
setts [Mr.  Markey]  for  his  many  ef- 
forts to  move  this  bill  quickly  and  har- 
moniously. 

In  sum,  I  urge  my  colleagues  to  vote 
in  favor  of  H.R.  5465  today. 

D  1440 

Mr.  MARKEY.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  thank  the  gentleman 
from  California  [Mr.  Moorhead]  for 
his  nice  words  and  I  would  want  to 
once  again  reciprocate. 

The  fact  of  the  matter  is  that  appli- 
cances  across  this  country  for  a  gen- 
eration were  consuming  electricity  on 
the  premise  that  it  was  so  inexpensive 
and  so  easy  to  generate  that  we  really 
did  not  have  to  build  any  real  econo- 
mies into  the  appliances  themselves. 
But,  collectively,  all  of  the  nuclear 
plants  and  coal  fired  plants  across  this 
country  are  nothing  more  than  the 
collective  demand  placed  upon  them 
by  the  numbers  of  refrigerators  and 
like  appliances,  and  their  efficiency  is 
all  collectively  put  together  that  then 
ultimately  determine  the  number  of 
plants  that  we  have  to  build  in  this 
country. 

What  we  have  done  here  in  this  leg- 
islation is  built  in  tough,  strict  new 
regulations  agreed  upon  by  the  indus- 
try so  that  they  can  gain  the  predict- 
ability of  long-term  investment  which 
will  help  to  reduce  dramatically  and 
significantly  over  the  next  20  years  or 
so  the  need  for  new,  additional  genera- 
tion facilities  being  built  in  this  coun- 
try. 

I  would  like  to  compliment  as  well 
from  my  staff  Richard  Lehfedlt,  and 
from  the  minority  staff  Jessica  Le- 
verty  for  their  work  in  putting  this 
package  together.  It  has  taken  a  lot  of 
work  into  the  night  to  build  this  pack- 
age so  that  it  can  move  as  quickly  as  it 
is. 

I  like  the  aerodynamics  of  it  right 
now.  I  think  that  it  will  fly.  It  is  going 
to  take  a  little  more  work.  We  only 
have  another  week  and  a  half  to  go 
and  nve  have  to  get  it  through  the 
other  body.  But  I  think  it  is  very,  very 
possible. 

Mr.  WYDEN.  Mr.  Speaker,  I  urge  support  of 
the  National  Appliance  Energy  Conservation 
Act  of  1986. 


If  we  as  a  nation  are  to  use  energy  wisely, 
we  must  take  advantage  of  conservation 
wfierever  we  reasonably  can.  Passage  of  this 
bill  will  be  a  major  victory  in  the  battle  for  wise 
energy  use  and  reduction  of  dependence  of 
foreign  sources. 

Mr.  Speaker,  States  like  my  home  State  of 
Oregon  historically  have  been  the  birthplace 
and  proving  grounds  of  progressive  approach- 
es to  energy  regulation.  Though  this  bill  cre- 
ates national  standards,  it  does  not  entirely 
deprive  the  States  of  flexibility  in  regulating 
energy  conservation. 

For  example,  the  bill  allows  the  Secretary  of 
Energy  to  waive  Federal  preemption  where 
State  regulation  is  needed  to  address  local  in- 
terests. The  standards  for  granting  waivers 
are  designed  to  give  States  the  necessary 
leeway  to  handle  unusual  and  compelling 
local  problems  while  protecting  industry  from 
a  proliferation  of  State  standards  that  differ 
from  one  another. 

Also,  of  great  importance  to  Oregon,  the  bill 
will  not  bar  flexible,  performance-based  build- 
ing codes  designed  to  promote  energy  con- 
servation. These  codes  do  not  require  builders 
to  install  appliances  that  exceed  Federal  effi- 
ciency standards.  However,  they  allow  build- 
ers to  install  more  efficient  appliances  as  an 
alternative  to  meeting  high  energy  conserva- 
tion standards  for  walls,  windows,  or  other 
building  components.  Such  flexibility  can  save 
money  as  well  as  energy. 

Mr.  Speaker,  this  is  an  excellent  bill.  It  ad- 
dresses a  national  problem  without  unduly 
tying  the  hands  of  the  states.  It  will  benefit 
manufacturers  and  consumers  alike  and  has 
deservedly  earned  their  broad  support.  But 
most  importantly,  this  bill  will  help  our  Nation 
use  energy  more  efficiently.  And  that,  Mr. 
Speaker,  helps  everybody  in  the  long  run. 

Mr.  VENTO.  Mr.  Speaker,  I  rise  in  support 
of  H.R.  5465,  the  Appliance  Energy  Conserva- 
tion Standards  Act. 

Once  again,  we  find  ourselves  relegislating 
an  issue  which  Congress  previously  ad- 
dressed 8  years  ago.  In  1978,  Congress 
passed  the  National  Energy  Conservation 
Policy  Act,  which  required  the  Department  of 
Energy  to  set  mandatory  minimum  efficiency 
standards  for  1 3  types  of  appliances,  including 
air-conditioners,  refrigerators,  furnaces,  and 
other  appliances.  In  1 980,  proposed  standards 
for  8  of  the  13  types  of  appliances  were 
issued  by  the  Department  of  Energy. 

But  the  Reagan  administration  decided  oth- 
enwise  and  subsequently  refused  to  issue  final 
standards  for  most  of  the  covered  appliances. 
In  July  1985.  the  U.S.  Circuit  Court  of  Appeals 
for  the  District  of  Columbia  held  that  the  issu- 
ance of  "no  standard"  standards  by  the  De- 
partment of  Energy  was  illegal  and  contrary  to 
clearly  expressed  congressional  intent  in  the 
1978  law.  The  Department  was  further  in- 
structed by  the  court  to  develop  new  stand- 
ards. As  of  today,  the  Department  has  not  yet 
complied  with  the  1978  law  or  the  court's 
order.  Because  the  Department  of  Energy  has 
not  done  its  job,  a  number  of  States  have  im- 
plemented their  own  energy  efficiency  stand- 
ards for  vanous  appliances,  thus  causing  seri- 
ous compliance  problems  for  appliance  manu- 
facturers who  have  been  faced  with  various 
different  standards  in  the  different  States 
where  their  products  are  sold. 


H.R.  5465  sets  minimum  energy  conserva- 
tion standards  for  11  different  types  of  appli- 
ances which  shall  take  effect  within  2  to  6 
years.  The  bill  also  requires  the  Department  of 
Energy  to  review  the  minimum  standards  set 
in  the  bill  and  to  determine  whether  any 
changes  should  be  made  and  to  issue  new 
standards  within  set  time  periods.  There  is 
also  a  provision  in  the  bill  for  States  to  obtain 
waivers  from  the  Federal  standards  under  lim- 
ited circumstances— that  is,  only  if  needed  to 
meet  'unusual  or  compelling  State  or  local  in- 
terests " 

Mr.  Speaker,  this  measure  incorporates 
much  of  the  fine  work  done  by  the  gentleman 
from  Connecticut,  Mr.  Gejdenson,  who  was 
the  chief  author  of  H.R.  2876,  the  Consumer 
Products  Energy  Efficiency  Act  of  1985,  which 
I  cosponsored. 

I  hope  that  my  colleagues  will  join  me  in 
supporting  this  legislation  and  I  hope  that  the 
Reagan  administration  and  the  Department  of 
Energy  will  soon  come  to  the  conclusion  that 
they  cannot  and  should  not  Ignore  the  laws 
passed  by  Congress. 

Mr.  MARKEY.  Mr.  Speaker,  I  yield 
back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore  (Mr. 
Bennett).  The  question  is  on  the 
motion  offered  by  the  gentleman  from 
Massachusetts  [Mr.  Markey]  that  the 
House  suspend  the  rules  and  pass  the 
bill,  H.R.  5465,  as  amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended,  and  the  bill, 
as  amended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  MARKEY.  Mr.  Speaker.  I  ask 
unanimous  consent  that  all  Members 
may  be  allowed  to  revise  and  extend 
their  remarks  on  the  bill  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Massachusetts? 

There  was  no  objection. 


WATER  RESOURCES  RESEARCH 
ACTIVITIES  AUTHORIZATION 
FOR  uses 

Mr.  MILLER  of  California.  Mr. 
Speaker.  I  move  to  suspend  the  rules 
and  pass  the  bill  (H.R.  5526)  to  au- 
thorize the  water  resources  research 
activities  of  the  U.S.  Geological 
Survey,  and  for  other  purposes,  as 
amended. 

The  Clerk  read  as  follows: 

H.R.  5526 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    States    of 
America  in  Congress  assembled, 

SK(  .  KM.  .*!  THOKIZATION. 

Sec.  101.  (a)  The  Act  of  March  3.  1879  is 
amended  by  inserting  after  subsection  (a), 
the  following  new  subsection  and  renumber- 
ing the  subsequent  subsections  accordingly: 

"(b)  The  Secretary  of  the  Interior  (hereaf- 
ter the  "Secretary"),  acting  through  the  Ge- 
ological Survey,  is  authorized  to  undertake 
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research,  investigations,  appraisals,  surveys 
and  related  activities  of  the  Nations  water 
resources.  The  Secretary  is  authorized  to 
undertalie  such  activities  in  cooperation 
with  other  Federal,  State,  and  local  govern- 
ments and  agencies,  private  organizations 
and  individuals,  and  academic  institutions. 
The  Secretary  is  further  authorized  to  dis- 
seminate the  results  of  such  research,  inves- 
tigations, appraisals,  surveys,  and  related  ac- 
tivities. 

"(c)(1)  The  Secretary  may  undertake  the 
activities  authorized  by  the  previous  subsec- 
tion on  a  reimbursable  basis  with  other  Fed- 
eral agencies.  State  and  local  governments, 
and  Federal  permittees  or  licensees,  except 
that  the  amount  obligated  by  the  Secretary 
for  such  reimbursable  activities  during  any 
one  fiscal  year  shall  not  exceed  50  per 
centum  of  the  amount  appropriated  by  the 
Congress  for  all  surveys,  investigations  and 
research  of  water  resources  activities  under- 
taken under  the  authority  of  this  Act. 

"(2)  The  Secretary  may  undertake  the  re- 
imbursable activities  described  in  subsection 
(c)(1)  with  other  Federal  agencies  or  Feder- 
al permittees  or  licensees  only  after  execu- 
tion of  an  agreement  which  outlines  for 
whom  such  reimbursable  activities  are  being 
undertaken,  and  the  purpose,  cost  and  dura- 
tion of  the  activities.  Upon  execution  of 
such  agreement  or  agreements,  the  Secre- 
tary shall  transmit  copies  to  the  Commit- 
tees on  Appropriations  and  Interior  and  In- 
sular Affairs  of  the  House  of  Representa- 
tives and  the  Committees  on  Appropriations 
and  Energy  and  Natural  Resources  of  the 
Senate." 

(b)  Repeal  of  Authority.— Subsection  (a) 
of  this  Act  shall  constitute  the  sole  author- 
ity for  the  Secretary,  acting  through  the 
Geological  Survey,  to  engage  in  such  water 
resource  activities  and  all  prior  authorities 
for  the  Geological  Survey  are  herewith  re- 
pealed. 

SEC.  102.  .M  THORIZ.ATIO.N  OK  .AFPR<»I*KI.ATK)NS. 

Sec.  102.  For  the  purpose  of  carrying  out 
the  activities  authorized  by  section  101  of 
this  Title,  there  are  authorized  to  be  appro- 
priated $145,000,000  for  each  of  the  fiscal 
years  1988  and  1989. 
TITLE  II.  NATIONAL  GROUND  WATER 

CONTAMINATION  RESEARCH 
SKC.  201.  SHORT  TITl.K 

Sec.  201.  This  title  may  be  cited  as  the 
"National  Ground  Water  Contamination 
Research  Act  of  1986." 

SKC.  202.  KIM)IN(;S. 

Sec.  202.  Recognizing  the  dependence  of 
the  nation  on  its  water  resources,  the  Con- 
gress finds  that— 

(a)  ground  water  supplies  approximately 
one-half  of  the  nation  with  drinking  water 
and  90  percent  of  the  nation  s  rural  popula- 
tion with  domestic  water: 

(b)  ground  water  contamination  has  oc- 
curred in  every  State  in  the  nation  and  is 
being  detected  with  increasing  frequency: 

(c)  sources  of  ground  water  contamination 
are  diverse,  including  waste  and  non-waste 
products  and  activities,  point  and  non-point 
sources,  and  hazardous  and  non-hazardous 
substances; 

(d)  ground  water  contaminants  are  associ- 
ated with  adverse  health,  environmental, 
economic,  and  social  impacts: 

(e)  ground  water  and  surface  water  are 
interconnected  as  related  parts  of  the  hy- 
drologic  cycle; 

(f)  the  nation's  groundwater  quality  data 
collection,  analysis  and  information  dissemi- 
nation programs  and  activities  are  insuffi- 
cient to  define  national  water  quality  condi- 


tions, detect  changes  in  water  quality  over 
time,  and  project  trends  in  national  water 
quality:  and, 

(g)  access  to  comprehensive  information 
regarding  national  water  quality  conditions 
and  trends  is  essential  to  prudent  manage- 
ment of  the  Nation's  ground  water  re- 
sources. 

SEC'.  20.1.  NATIONAL  POLICY. 

Sec  203.  The  Secretary  of  the  Interior,  in 
cooperation  with  other  Federal  agencies. 
State  and  local  governments  and  private  or- 
ganizations and  individuals,  shall  have  the 
primary  Federal  duty  and  responsibility  for 
the  collection,  analysis  and  dissemination  of 
information  concerning  the  quantity,  qual- 
ity and  contamination  of  the  Nation's 
ground  water. 

SEC.  201.  RESPONSIBILITIES  OK  THE  SECRETARY. 

Sec  204.  (a)  Responsibilities.— The  Sec- 
retary of  the  Interior  shall  be  the  lead  Fed- 
eral agency  official  responsible  for:  (1)  the 
collection  and  analysis  of  data  concerning 
the  quality  and  quantity  of  the  Nation's 
ground  water  resources;  and,  (2)  the  dis- 
semination of  such  data  and  information  to 
other  Federal  agencies.  State  and  local  gov- 
ernments, and  private  organizations  and  in- 
dividuals. 

(b)(1)  Report.— The  Secretary  of  the  Inte- 
rior, in  consultation  with  other  Federal 
agencies.  State  and  local  governments,  pri- 
vate organizations  and  individuals,  shall  pre- 
pare a  report  within  two  years  after  the 
date  of  enactment  which  includes  the  fol- 
lowing: 

(A)  an  assessment  of  the  nation's  ground- 
water quality  and  quantity,  including  a  de- 
scription of  areas  where  insufficient  quality 
and  quantity  information  is  available: 

(B)  an  evaluation  of  the  adequacy  of  exist- 
ing groundwater  data  collection  and  moni- 
toring programs  conducted  by  Federal. 
State  and  local  governments  and  private  in- 
dustry; and. 

(C)  a  description  of  projected  changes  and 
trends  in  the  quality  and  quantity  of  the 
Nation's  ground  water  resources  to  the 
extent  that  existing  data  and  information 
are  readily  available. 

(2)  The  Secretary  shall  complete  the 
report  referred  to  in  subsection  (a)  no  later 
than  two  years  after  enactment  of  this  Act. 
and  submit  copies  of  the  report  to  the 
House  Committee  on  Interior  and  Insular 
Affairs  and  the  Senate  Committee  on 
Energy  and  Natural  Resources,  the  States, 
and  such  other  organizations  and  individ- 
uals as  the  Secretary  deems  appropriate. 

(3)  The  report  referred  to  in  subsection 
(a)  shall  be  accompanied  by  an  independent 
evaluation  of  the  report  prepared  by  indi- 
viduals with  a  responsibility  for  water  pollu- 
tion control  matters  selected  by  the  Gover- 
nors of  the  several  States,  including  wheth- 
er the  report  adequately  addresses  the  re- 
quirements of  Sec.  204(b)(l)(A)-(D)  of  this 
Act.  This  evaluation  shall  be  funded  in  ac- 
cordance with  the  provisions  of  Sec.  209(e) 
of  this  Act. 

SE(  20i>.  NATIONAL  CROl  ND  WATER  Ql  ALITV  PRO- 
CRAM. 

Sec  205.  (a)  ESTABLISHMENT  OF  PRO- 
GRAM.—The  Secretary  is  authorized  and 
directed,  based  on  information  contained  in 
the  report  required  in  Section  204(b)(1)  of 
this  Act,  to  establish  and  conduct  a  national 
groundwater  quality  assessment  program  to: 

(1)  identify,  assess,  and  monitor  the  qual- 
ity of  the  nation's  groundwater:  and, 

(2)  project  changes  and  trends  in  the  qual- 
ity of  the  nation's  groundwater. 

Such  program  shall  be  established  within 
three  years  after  the  date  of  enactment  of 


this  Act  but  no  sooner  than  completion  of 
the  report  required  in  Section  204(b)(1)  of 
this  Act. 

(b)  ELEMENTS  OF  PROGRAM.-In  con- 
ducting the  program  authorized  by  sut>sec- 
tion  (a)  of  this  section,  the  Secretary  shall 
insure  that  the  program:    ■ 

(1)  includes  agreements  and/or  memoran- 
dum of  understanding,  where  appropriate, 
with  State  and  local  governments  and  pri- 
vate organizations  and  individuals  detailing 
the  responsibilities  of  each  entity  in  order 
to  avoid  duplication  of  efforts; 

(2)  recommend  and  seek  to  achieve  uni- 
form data  collection  protocols  for  Federal 
agencies,  State  and  local  governments  and 
private  organizations  and  individuals  to 
follow  to  aid  in  the  collection  of  reliable 
ground  water  data  and  information; 

(3)  assist  Federal  agencies  in  meeting 
their  responsibilities  under  the  Safe  Drink- 
ing Water  Act.  the  Comprehensive  Environ- 
mental Response.  Compensation  and  Liabil- 
ity Act.  the  Resource  Conservation  and  Re- 
covery Act.  and  other  related  statutes: 

(4)  improves  the  generic  knowledge  and 
understanding  of  the  nature,  extent,  causes 
and  effects  of  ground  water  contamination 
as  it  affects  specific  sites: 

(5)  assi.sts  State  and  local  governments  in 
the  management,  protection,  classification, 
and  regulation  of  groimd  water  resources; 
and. 

(6)  is  specifically  designed  to  obtain  com- 
plementary surface  water  quality  data  to 
provide  an  integrated  knowledge  of  water 
quality  conditions  within  specific  hydrologic 
regions  and  subregions.  For  this  purpose, 
the  Secretary  is  authorized  to  obtain  any 
water  quality  information  required  or  per- 
mitted to  be  obtained  by  law  and  in  the  pos- 
session of  such  agencies.  States  or  subdivi- 
sions thereof,  or  private  entities,  and  shall 
maintain  the  confidentiality  of  any  such  un- 
published data  on  request  except  for  good 
cause  shown.  The  Secretary  shall  report  pe- 
riodically to  the  Congress  his  views  on  the 
quality  of  such  surface  water  data  collection 
efforts. 

se(  .  20«.  n.ationai.  «;rocni)  w.\ter  ink(trmation 
clearin(;hoise. 

Sec  206.  The  Secretary  is  authorized  and 
directed  to  establish  within  one  year  after 
the  submission  to  the  Congress  of  the 
report  required  in  Section  204(b)(1)  a  Na- 
tional Ground  water  Clearinghouse  to  be 
used  to  disseminate  ground  water  quality 
and  quantity  information  to  other  Federal 
agencies.  State  and  local  governments,  and 
private  organizations  and  individuals.  The 
Clearinghouse  shall  be  a  repository  for  reli- 
able ground  water  information  to  be  collect- 
ed from  and  made  available  to  such  govern- 
ment agencies,  organizations,  and  individ- 
uals. 

SEC.  207.  TECHNICAL  ASSISTANCE. 

Sec  207.  The  Secretary  shall  establish 
within  one  year  after  the  Secretary  submits 
to  the  Congress  the  report  required  in  Sec- 
tion 204(b)(1)  of  this  Act  a  program  to  pro- 
vide technical  assistance  to  other  Federal 
agencies.  State  and  local  governments,  and 
private  organizations  and  individuals.  Such 
technical  assistance  program  shall  assist 
such  agencies,  organizations,  and  individuals 
in  their  efforts  to  prevent  ground  water  con- 
tamination. The  program  shall  include  gen- 
eral, as  well  as  site  specific,  information  de- 
signed to  meet  the  technical  assistance 
needs  of  such  agencies,  organizations,  and 
individuals. 
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SIX  .  2Wi.  WATKK  RI':SIH  KCKS  KKSKAKCII. 

Sec.  208.  (a)  Section  108  of  the  Water  Re- 
sources Research  Act  of  1984  (P.L.  98-242. 
98  Stat.  97.  98)  is  amended— 

(1)  in  paragraph  (6)  by  inserting  ■.  con- 
tamination." after  "Depletion":  and, 

(2)  in  paragraph  (8)  by  inserting  "quality 
and  quantity"  after  "water". 

SIX'.  209.  .\l  THOKI/..ATION  OK  AHFROPRI.ATruNS. 

Sec.  209.  (a)  There  is  authorized  to  be  ap- 
propriated for  the  purpose  of  carrying  out 
section  204  of  this  Act  $4,000,000  for  fiscal 
year  1988  and  $5,000,000  for  fiscal  year  1989. 

(b)  For  the  purpose  of  carrying  out  sec- 
tion 205  of  this  Act.  there  is  authorized  to 
be  appropriated  $10,000,000  for  fiscal  year 

1988  and  $10,000,000  for  each  of  the  fiscal 
years  1989  and  1990. 

(c)  For  the  purpose  of  carrying  out  section 
206  of  this  Act.  there  is  authorized  to  be  ap- 
propriated $4,000,000  for  fiscal  year  1988 
and  $2,000,000  for  each  of  the  fiscal  years 

1989  and  1990. 

(d)  For  the  purpose  of  carrying  out  sec- 
tion 207.  there  is  authorized  to  be  appropri- 
ated $2,000,000  for  fiscal  year  1988  and 
$2,000,000  per  fiscal  year  for  each  of  the 
fiscal  years  1989  and  1990. 

(e)  Of  the  funds  appropriated  under  the 
authority  of  subsections  (a),  (b).  and  (c)  of 
this  section,  not  less  than  $500,000  per  fiscal 
year  shall  be  used  to  fund  the  study  re- 
quired by  section  204(b)(3)  of  this  Act. 

(f)  The  funds  authorized  to  be  appropri- 
ated by  this  Title  shall  be  in  addition  to  the 
sums  authorized  to  t>e  appropriated  by  Title 
I  of  this  Act. 

SEC  210.  DKJ'INITIONS. 

Sec.  210.  For  the  purposes  of  this  Act,  the 
term  "State"  shall  be  defined  to  include  the 
Territories  and  Commonwealths  of  the 
United  States. 

The  SPEIAKER  pro  tempore.  Is  a 
second  demanded? 

Mr.  CHENEY.  Mr.  Speaker,  I 
demand  a  second. 

The  SPELAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  California  [Mr. 
Miller]  will  be  recognized  for  20  min- 
utes and  the  gentleman  from  Wyo- 
ming [Mr.  Cheney]  will  be  recognized 
for  20  minutes. 

The  Chair  recognizes  the  gentleman 
from  California  [Mr.  Miller], 

Mr.  MILLER  of  California.  Mr, 
Speaker,  I  yield  myself  such  time  as  I 
may  consume. 

Mr.  Speaker,  managing  and  protect- 
ing ground  water  is  the  Nation's  most 
serious  water  resource  problem.  How- 
ever, despite  the  fact  that  50  percent 
of  the  people  in  this  country  depend 
on  ground  water  as  their  source  of 
drinking  water,  this  vast  resource  re- 
mains a  mystery.  Several  recent  re- 
ports have  concluded  that  we  do  not 
know  enough  about  ground  water 
quality  and  quantity  to  protect  this 
valuable  resource. 

Mr.  Speaker,  the  bill  we  are  consid- 
ering today,  H.R.  5526,  the  "National 
Ground  Water  Contamination  Re- 
search Act."  takes  a  major  first  step 
toward  protecting  the  Nation's  ground 
water  resources.  H.R.  5526  is  a  clean 


bill  which  reflects  the  results  of  hear- 
ings held  by  the  Subcommittee  on 
Water  and  Power  Resources.  This  bill 
was  reported  by  the  Committee  on  In- 
terior and  Insular  Affairs  with  unani- 
mous support.  I  want  to  especially 
compliment  my  colleague  Congress- 
man Sam  Gejdenson  for  having  the 
wisdom  and  foresight  to  introduce  and 
work  hard  for  this  legislation. 

H.R,  5526  is  an  outgrowth  of  the 
findings  and  recommendations  of  the 
National  Ground  Water  Policy  Forum, 
the  National  Academy  of  Sciences,  and 
the  Environmental  and  Energy  Study 
Institute,  All  of  these  groups  observed 
that  Federal,  State,  and  local  regula- 
tors lack  adequate  data  and  informa- 
tion on  ground  water  quality  and 
quantity.  As  the  National  Academy  of 
Sciences  reported  in  its  recently  re- 
leased report  examining  the  efforts  of 
State  and  local  governments  to  deal 
with  ground  water  problems,  "There 
are  no  adequate  data  available  on  a 
national  or  even  regional  scale  to  esti- 
mate the  extent  of  ground  water  con- 
tamination and  the  impacts  of  this 
contamination. 

H.R,  5526  has  two  titles.  Title  I  pro- 
vides permanent  generic  authority  for 
the  programs  of  the  Water  Resources 
Division  of  the  U.S.  Geologic  Survey. 
The  water  resources  activities  of  the 
Survey  have  never  been  formally  au- 
thorized by  the  Congress.  Instead,  the 
Surveys  authority  has  been  provided 
for  many  years  in  annual  appropria- 
tions acts.  The  authority  in  title  I  does 
not  provide  the  Survey  with  any  new 
authority  beyond  that  which  is  cur- 
rently exercised  on  a  year-to-year 
basis.  H.R,  5526  authorizes  the  appro- 
priations of  $145  million  for  fiscal 
years  1988  and  1989. 

Title  II  authorizes  and  directs  the 
Secretary  of  the  Interior  to  undertake 
a  comprehensive  ground  water  re- 
search and  data  collection  program. 
This  title  is  referred  to  as  the  "Nation- 
al Ground  Water  Contamination  Re- 
search Act  of  1986"  and  would  author- 
ize a  total  of  $53  million  for  fiscal 
years  1988  through  1990. 

H.R.  5526  designates  the  Secretary 
of  the  Interior  as  the  lead  Federal  of- 
ficial responsible  for  the  collection  and 
dissemination  of  information  concern- 
ing ground  water  quality  and  quantity. 
Within  2  years  after  enactment,  the 
Secretary  is  directed  to  undertake  a 
comprehensive  report  detailing  what 
ground  water  information  is  currently 
being  collected,  by  whom,  and  how 
adequate  this  informatioh  is  to  meet 
the  needs  of  Federal,  State,  and  local 
governments.  To  insure  this  report 
isn't  just  another  academic  treatise, 
the  bill  authorizes  a  separate  review 
by  a  State  organization,  such  as  the 
Association  of  State  and  Interstate 
Water  Pollution  Control  Administra- 
tors. 

Based  on  the  findings  in  the  report, 
the  Secretary  shall  establish  a  nation- 


al ground  water  quality  assessment 
program.  This  program  shall  aissist 
Federal,  State,  and  local  governments 
in  meeting  their  responsibilities  under 
other  statutes.  As  my  colleagues  know, 
the  Congress  has  enacted  an  assort- 
ment of  statutes— including  the  Safe 
Drinking  Water  Amendments,  Super- 
fund,  and  the  Resource  Conservation 
and  Recovery  Act— which  deal  with 
ground  water  matters.  These  statutes 
have  also  delegated  important  respon- 
sibilities to  State  and  local  govern- 
ments. Despite  this  growing  list  of 
Federal  and  State  statutes  affecting 
ground  water,  there  is  a  consensus 
that  regulators  lack  adequate  data  and 
information  on  ground  water  quality 
and  quantity. 

H.R.  5526  would  "fill  in  the  gaps"  of 
present  efforts.  Under  the  bill,  the 
Secretary  would  establish  a  ground 
water  quality  assessment  program  to 
monitor  and  project  changes  in  the 
quality  and  quantity  of  the  Nation's 
ground  water.  The  program  would  be 
designed  especially  to  improve  our 
knowledge  and  understanding  of  the 
nature,  extent,  causes,  and  effects  of 
ground  water  contamination, 

H,R,  5526  would  establish  a  National 
Ground  Water  Information  Clearing- 
house to  enable  Government  agencies, 
private  organizations  and  individuals 
to  share  their  information.  The  bill 
also  would  authorize  the  Survey  to 
expand  its  present  technical  assistance 
efforts  in  the  ground  water  area, 

Mr.  Speaker,  this  bill  is  an  impor- 
tant first  step  in  meeting  the  problems 
of  ground  water  contamination  head 
on.  Before  we  can  become  proficient  at 
protecting  ground  water  from  con- 
tamination, we  need  to  know  more 
about  ground  water  as  a  resource  and 
to  make  that  information  available.  I 
urge  my  colleagues  to  join  me  in  sup- 
port of  this  bill. 

Mr,  Speaker,  again  I  would  like  to 
thank  the  gentleman  from  Connecti- 
cut [Mr.  Gejdenson],  who  has  worked 
very,  very  hard  to  bring  this  legisla- 
tion to  the  floor.  I  think  it  is  legisla- 
tion that  speaks  to  the  difficulties  in 
every  region  in  this  country  with  re- 
spect to  the  inventory  and  the  prob- 
lems confronting  us  on  our  ground 
water  supply. 

I  would  also  like  to  thank  the  gentle- 
man from  Arizona  [Mr.  Udall],  chair- 
man of  the  full  committee,  the  gentle- 
man from  Wyoming  [Mr.  Cheney],  my 
ranking  minority  member  as  well  as 
the  gentleman  from  Arizona  [Mr. 
McCain],  the  gentleman  from  Colora- 
do [Mr.  Strang],  the  gentleman  from 
California  [Mr.  Lehman],  and  the  gen- 
tleman from  New  Mexico  [Mr.  Lujan], 
for  all  of  their  efforts  within  the  Inte- 
rior and  Insular  Affairs  Committee  to 
report  this  legislation  out. 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 


Mr.  CHE; 
myself  such 

Mr.  Spea 
H.R.  5526, 
legislation 
this  is  an  ( 
the  framew 
to  affect  < 
throughout 
time  for  su( 

Our  subc 
ous  hearini 
during  this 
heavily  reli 
both  drinki 
as  well  as  f( 
Shortages 
become  in 
many  areas 
recent  yea 
limited  infc 
and  the  qi 
available  tc 
in  a  positic 
cult  for  thi 
respect  to  1 
water  resoij 

Mr,  Spea: 
logical  Sur 
we  are  autl 
vide  signi: 
States  as 
their  watei 
It  will  also 
formation 
decisionma 

Mr.  Spea] 
gentleman 

Mr.  CON 
predate  t 
member  yi< 
port  of  this 

Those  of 
stand  the  i 
tecting  our 
plies.  My  d 
aquifer.  T 
some  2  mil 
rigation  wi 
acres  of  tl 
aquifer  is 
ground  wai 

This  vita: 
reason  tha 
committee' 
to  a  nuclea 
DOE  has  I 
trict  as  a  p( 
tion  of  a  h 
pository.  T 
Ogallala  ac 
in  the  mid 
tile  agricul 

I  am  verj 
cations  of 
site  as  it  re 
the  attenti 
tremendou 
must  be  ai 
immediate] 
lem  of  poi 
by  the  sail 
site.  The  c 
giving  this 
welcomed. 


UMI 


September  22,  1986 


CONGRESSIONAL  RECORD— HOUSE 


25369 


issessment 
Hall  assist 
vemments 
ities  under 
jues  know, 
an  assort- 
;  the  Safe 
its,  Super- 
nservation 
deal  with 
>e  statutes 
.nt  respon- 
al  govern- 
ng  list  of 
;  affecting 
consensus 
e  data  and 
ier  quality 


irea. 

an  impor- 
e  problems 
ition  head 
•oficient  at 
from  con- 
now  more 
source  and 
ivailable.  I 
me  in  sup- 


the  gentle- 
iLL],  chair- 
the  gentle- 
lENEY],  my 
as  well  as 
2ona  [Mr. 
)m  Colora- 
;man  from 
id  the  gen- 
Ir.  Lujan], 
n  the  Inte- 
nmittee  to 

balance  of 


Mr.  CHENEY.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  rise  in  support  of 
H.R.  5526,  the  ground  water  research 
legislation  before  us  today.  I  think 
this  is  an  excellent  bill  that  provides 
the  framework  for  a  national  program 
to  affect  our  ground  water  quality 
throughout  the  country.  Clearly,  it  is 
time  for  such  a  program. 

Our  subcommittee  has  held  numer- 
ous hearings  on  ground  water  issues 
during  this  Congress.  Many  States  are 
heavily  reliant  upon  ground  water  for 
both  drinking  and  domestic  purposes, 
as  well  as  for  irrigation  and  other  uses. 
Shortages  and  contamination  have 
become  increasingly  a  problem  in 
many  areas  throughout  the  country  in 
recent  years;  yet  many  States  have 
limited  information  upon  the  quantity 
and  the  quality  of  the  ground  water 
available  to  them.  They,  therefore,  are 
in  a  position  in  which  it  is  very  diffi- 
cult for  them  to  be  able  to  plan  with 
respect  to  future  development  of  their 
water  resources. 

Mr.  Speaker,  I  believe  the  U.S.  Greo- 
logical  Survey  Research  Program  that 
we  are  authorizing  here  today  will  pro- 
vide significant  assistance  to  the 
States  as  they  move  forward  with 
their  water  resource  planning  effort. 
It  will  also  provide  very  important  in- 
formation for  Federal  water  resource 
decisionmakers. 

Mr.  Speaker,  I  yield  5  minutes  to  the 
gentleman  from  Texas  [Mr.  CombestI. 

Mr.  COMBEST.  Mr.  Speaker,  I  ap- 
preciate the  distinguished  ranking 
member  yielding  to  me  and  rise  in  sup- 
port of  this  legislation. 

Those  of  us  in  west  Texas  under- 
stand the  growing  importance  of  pro- 
tecting our  valuable  ground  water  sup- 
plies. My  district  lies  over  the  Ogallala 
aquifer.  The  entire  aquifer  serves 
some  2  million  people  and  provides  ir- 
rigation water  for  some  14.3  million 
acres  of  the  Nation's  farmland.  The 
aquifer  is  the  single  most  important 
ground  water  source  for  seven  States. 

This  vital  role  played  by  water  is  the 
reason  that  I  particulary  applaud  the 
committee's  report  language  relating 
to  a  nuclear  waste  repository  site.  The 
DOE  has  proposed  an  area  in  my  dis- 
trict as  a  possible  site  for  the  construc- 
tion of  a  high  level  nuclear  waste  re- 
pository. That  site  is  not  only  near  the 
Ogallala  aquifer  but  it  is  also  squarely 
in  the  middle  of  one  of  the  most  fer- 
tile agricultural  areas  in  the  country. 

I  am  very  concerned  that  the  ramifi- 
cations of  placing  the  nuclear  waste 
site  as  it  relates  to  water  is  not  getting 
the  attention  it  deserves.  There  are  a 
tremendous  nimiber  of  questions  that 
must  be  answered.  Beyond  those  that 
immediately  come  to  mind  is  the  prob- 
lem of  possible  water  contamination 
by  the  salt  which  is  lifted  out  of  the 
site.  The  conunittee's  report  language 
giving  this  issue  a  high  priority  is  most 
welcomed. 
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Mr.  Speaker,  1  would  like  to  engage 
the  chairman  of  the  subconrunittee  in 
a  colloquy  relative  to  the  language. 

I  would  like  to  affirm  with  the  dis- 
tinguished subcommittee  chairman 
that  the  report  language  on  this  issue 
reflects  the  firmly  held  views  of  the 
committee. 

Mr.  MILLER  of  California.  If  the 
gentleman  will  yield,  the  answer  is  yes. 

Mr.  COMBEST.  Further,  is  it  your 
intention  that  the  Geological  Survey 
give  priority  to  acquiring  additional  in- 
formation needed  in  order  to  provide  a 
sound  basis  for  the  decisions  the  De- 
partment of  Energy  makes  relating  to 
repository  construction  activities? 

Mr.  MILLER  of  California.  I  say  to 
my  colleague,  yes. 

Mr.  COMBEST.  Mr.  Speaker,  I 
thank  the  gentleman  for  his  re- 
sponses. 

Mr.  CHENEY.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  would  like  to  take 
this  opportunity  to  thank  the  distin- 
guished chairman  of  the  subcommit- 
tee for  his  excellent  leadership  in  this 
area.  This  is  a  problem  that  has  been 
approached  on  a  bipartisan  basis  by 
members  on  both  sides  of  the  aisle  on 
our  subcommittee,  and  I  would  urge 
my  colleagues  to  support  the  passage 
of  H.R.  5526. 

Mr.  SYNAR.  Mr.  Speaker,  for  the  past  6 
years,  the  Environment,  Energy  and  Natural 
Resources  Subcommittee,  which  I  chair,  has 
been  spearheading  an  effort  to  develop  a  na- 
tional ground  water  protection  policy  and  strat- 
egy. For  that  reason,  I  am  particularly  pleased 
to  support  H.R.  5526,  legislation  which  would 
designate  the  U.S.  Geological  Survey  as  the 
lead  Federal  agency  for  the  collection  and  dis- 
tribution of  ground  water  quality  and  quantity 
information.  I  believe  it  is  a  sound  beginning 
for  the  work  the  Congress  needs  to  do  to  pro- 
tect this  vital  resource. 

For  the  past  2  years,  I  have  been  a  member 
of  a  working  group  on  ground  water  policy  of 
the  Environment  and  Energy  Study  Institute. 
That  group  designed  a  project  to  determine 
what  the  real  needs  for  Federal  ground  water 
protection  action  are.  The  project  conducted  a 
congressional  ground  water  policy  symposium, 
held  six  regional  conferences  in  various  parts 
of  the  country  designed  to  get  input  from  a 
range  of  people  actually  working  to  protect 
ground  water,  and  conducted  a  national  work- 
shop to  identify  and  develop  the  most  promis- 
ing options. 

I  am  pleased  that  some  of  the  important 
findings  of  this  work  are  reflected  in  this  legis- 
lation. 

The  Institute  found  that  State  and  local  offi- 
cials, environmental  group  representatives 
and  industry  spokesmen  all  see  a  critical  need 
for  better  data,  better  ways  to  make  that  data 
available  to  those  who  meet  it,  and  better 
methods  to  interpret  the  data  for  and  give 
advice  to  decisionmakers.  Further,  they  be- 
lieve that  the  existing  resources  of  the  USGS 
and  its  relationship  with  State  and  local  gov- 
ernments provide  an  excellent  function  for 
generating  needed  ground  water  data  and  for 


a  network  to  gather  and  disseminate  informa- 
tion and  provide  technical  assistance  on  a  lo- 
calized basis. 

H.R.  5526  not  only  gives  the  USGS  respon- 
sibility for  data  collection  and  dissemination, 
but  also  calls  for  that  information  to  be  direct- 
ed to  meet  the  needs  of  State  and  local 
ground  water  protection  efforts.  This  is  clearly 
the  way  Federal  efforts  should  be  moving. 

In  addition,  H.R.  5526  requires  the  USGS  to 
establish  protocols  for  collecting  ground  water 
quality  data.  The  Institute  found  that  people 
often  are  reluctant  to  base  decisions  on  exist- 
ing data  because  they  cannot  be  sure  how  re- 
liable it  is.  The  problem  is  that  there  are  no 
uniform,  accepted  standards  for  collecting 
samples  or  for  analyzing  them.  This  provision 
would  fill  that  need. 

Finally,  H.R.  5526  would  set  up  a  national 
ground  water  information  clearinghouse  and 
provide  technical  assistance  to  State  and 
local  governments  through  the  USGS.  Such  a 
clearinghouse  and  technical  assistance  is  criti- 
cally needed  if  State  and  local  decisionmakers 
are  to  make  sound  policy  choices.  The  Insti- 
tute found  that  currently  officials  may  not 
know  they  need  to  take  ground  water  con- 
cerns into  consideration,  they  may  not  know 
needed  information  exists  or  they  may  not 
know  how  to  get  it.  A  clearinghouse,  as  op- 
posed to  a  new  data  base,  would  provide  a 
more  personalized,  decentralized,  broad- 
based  network  of  providers  and  users  of  infor- 
mation. It  would  then  complement  the  Sur- 
vey's technical  assistance  activities. 

Mr.  GEJDENSON.  Mr.  Speaker,  I  rise  in 
support  of  H.R.  5526,  the  National  Ground 
Water  Contamination  Research  Act  of  1986. 
Before  going  any  further,  I  want  to  express  my 
sincere  thanks  to  George  Miller,  the  chair- 
man of  the  Interior  Subcommittee  on  Water 
and  Power,  and  his  staff,  for  all  the  hard  work 
they  have  done  on  this  bill.  I  also  thank  Rep- 
resentative Cheney,  the  ranking  minority 
member  of  the  Subcommittee  on  Water  and 
Power,  for  his  cooperation  and  support  of  the 
bill. 

My  interest  in  the  ground  water  contamina- 
tion problem  goes  back  to  1982  when  I  met 
with  families  living  on  Pink  Row,  in  Montville, 
CT,  who  had  suddenly  learned  that  their  water 
was  contaminated  with  trichlorethylene  [TCE], 
a  carcinogenic  chemical.  I  cannot  even  begin 
to  convey  the  fears  and  frustrations  of  parents 
who  discover  that  for  years  their  children  have 
been  drinking  and  bathing  in  water  tainted 
with  toxic  substances.  This  tragic  situation  has 
occurred  countless  times  throughout  eastern 
Connecticut  and  the  rest  of  the  Nation. 

Unfortunately,  a  major  barrier  to  the  protec- 
tion of  ground  water  from  contamination  is  the 
lack  of  basic  information  on  the  problem.  For 
example,  there  is  no  reliable  estimate  of  how 
much  ground  water  in  the  United  States  is 
contaminated.  The  small  amount  of  informa- 
tion we  do  have  is  alarming.  One  study  by  the 
Environmental  Protection  Agency  found  that 
up  to  63  percent  of  njral  Anwricans  may  be 
drinking  water  tainted  by  pesticides  or  other 
contaminants. 

The  National  Ground  Water  Contamination 
Research  Act  of  1986  will  provide  Federal, 
State,  and  local  governments,  and  industry 
with  the   information  they  need  to  resolve 
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ground  water  contamination  problems.  The  bill 
expands  and  focuses  U.S.  Geological  Survey 
[USGS]  research  on  ground  water  quality. 

The  bill  directs  USGS  to  report  on  the  ade- 
quacy of  existing  ground  water  information  to 
meet  the  needs  of  States,  communities,  and 
industry.  Following  the  completion  of  this 
report,  USGS  is  required  to  establish  a  nation- 
al gound  water  quality  assessment  program  to 
meet  the  information  needs  identified  by  the 
report. 

The  bill  also  establishes  a  national  ground 
water  information  clearinghouse  to  provide 
ground  water  information  to  Federal  agencies. 
State  and  local  governments,  and  private  or- 
ganizations and  individuals.  The  clearinghouse 
will  provide  decisionmakers  with  easy  access 
to  information  they  need  to  resolve  ground 
water  problems. 

The  bill  also  expands  the  USGS  program  to 
provide  technical  assistance  to  States  and  lo- 
calities experiencing  ground  water  problems. 
This  program  has  been  extremely  helpful  in 
many  areas,  including  Connecticut,  that  have 
ground  water  contamination  problems. 

Ground  water  contamination  is  one  of  the 
most  serious  environmental  problems  facing 
this  Nation.  The  number  of  wells  closed  be- 
cause of  contamination  by  toxic  chemicals 
and  other  substances  increases  every  day.  In 
my  home  State  of  Connecticut  alone,  over 
1,000  wells  have  been  closed  because  of 
contamination. 

The  National  Ground  Water  Contamination 
Research  Act  of  1986  will  provide  the  informa- 
tion we  need  to  begin  to  solve  the  ground 
water  contamination  problem.  I  urge  my  col- 
leagues to  strongly  support  this  legislation. 

Mr.  LUJAN.  Mr.  Speaker,  I  rise  in  support  of 
H.R.  5526,  a  bill  which  provides  reauthoriza- 
tion of  the  Geological  Survey  Water  Re- 
sources Program,  and  authorizes  a  national 
Ground  Water  Contamination  Research  Pro- 
gram. 

My  comments  are  directed  specifically  to 
title  II  of  the  legislation,  which  authonzes  for 
the  first  time  a  national  program  designed  to 
provide  vital  information  on  ground  water  con- 
tamination. 

This  authorization,  for  $20  million  per  year 
over  the  next  3  years,  is  long  overdue.  It  is 
certainly  a  step  in  the  right  direction  toward 
solving  ground  water  contamination,  which 
has  become  a  serious  problem  in  many  areas 
of  the  country. 

In  my  own  district,  the  city  of  Albuquerque's 
South  Valley  area  has  experienced  significant 
ground  water  contamination  problems.  These 
problems  have  led  to  health  concerns  and 
well  closings. 

When  this  bill  was  reported  out  of  commit- 
tee, I  was  pleased  to  see  that  report  language 
was  added  to  the  bill,  which  would  authorize 
the  Geological  Sun^ey  to  consider  the  advis- 
ability of  using  excess  water  supplies  as  a 
means  of  aiding  ground  water  pollution  con- 
trol. 

In  New  Mexico,  as  well  as  in  California  and 
other  regions,  there  are  times  when  certain 
areas  experience  temporary  excesses  of  sur- 
face water. 

It  is  quite  possible  that  this  excess  surface 
water  can  be  pumped  into  underground 
aquifers,  through  recharge  wells,  thus  expand- 


ing the  ground  water  resource  as  well  as 
aiding  pollution  control. 

In  reporting  the  bill,  the  Committee  on  Interi- 
or and  Insular  Affairs  noted  that  the  Geologi- 
cal Survey's  program  should  be  designed,  in 
part,  to  provide  data  for  State  and  local  water 
resources  managers  which  will  allow  them  to 
solve  management  problems  of  the  kind  being 
experienced  in  Albuquerque,  California,  and 
elsewhere. 

Further,  the  Geological  Survey  has  author- 
ity, if  it  chooses,  to  do  work  at  the  sites  such 
as  the  affected  areas  of  Albuquerque  if  it  be- 
lieves that  the  information  obtained  there  may 
provide  assistance  to  the  national  effort  to 
deal  with  ground  water  contamination. 

Finally,  the  bill  provides  authority  for  the  Ge- 
ological Survey  to  respond  to  requests  for 
technical  assistance  by  New  Mexico  or  Albu- 
querque officials  for  help  in  dealing  with  the 
problems  which  exist  in  the  South  Valley. 

I  applaud  the  Interior  Committee  for  its 
action,  which  authorizes  a  Federal  agency  to 
provide  assistance  in  solving  a  local  problem. 
I  hope  the  House  will  pass  this  legislation. 

Mr.  LAGOMARSINO.  Mr.  Speaker,  the  bill 
to  authorize  water  resources  research  activi- 
ties for  the  U.S.  Geological  Survey,  H.R.  5526, 
has  an  excellent  basis  upon  which  it  was  for- 
mulated. I  agree  that  there  is  a  need  to  under- 
take research  investigations,  and  surveys  of 
the  Nation's  water  resources. 

The  administration  has  already  initiated  a 
National  Water  Quality  Assessment  Pilot  Pro- 
gram this  year  and  has  requested  increased 
funding  for  fiscal  year  1987.  It  is  therefore 
somewhat  premature  to  enact  this  legislation 
when  a  pilot  program  is  already  in  place.  That 
program  should  provide  meaningful  experi- 
ence and  data  from  which  an  expanded  pro- 
gram can  be  implemented.  I  commend  the  au- 
thors of  the  legislation  for  including  the  territo- 
ries and  commonwealths  in  the  legislation. 
The  insular  areas  are  imp)ortant  members  of 
the  American  family  and  their  needs  should 
always  be  considered.  The  five  insular  areas 
include  Amencan  Samoa,  Guam,  the  Northern 
Mariana  Islands,  Puerto  Rico,  and  the  Virgin 
Islands. 

While  four  of  the  five  areas  have  nonvoting 
representation  here  in  Congress,  the  Com- 
monwealth of  the  Northern  Mariana  Islands 
does  not,  as  it  is  still  part  of  the  United  Na- 
tions trusteeship,  the  Trust  Territory  of  the  Pa- 
cific Islands.  When  the  trust  territory  is  termi- 
nated—and I  would  hope  that  would  be  soon 
after  the  Congress  enacts  the  Compact  of 
Free  Association  for  Palau  which  is  nearly 
ready  for  congressional  action— the  Common- 
wealth of  the  Northern  Mariana  Islands  will  be 
fully  integrated  into  the  American  family.  At 
that  time  I  would  hope  that  the  Congress 
would  consider  granting  the  Northern  Mariana 
Islands  a  nonvoting  representative,  as  enjoyed 
by  the  other  insular  areas. 

I  am  pleased  to  note  that  the  Resident 
Commissioner  from  Puerto  Rico  has  agreed  to 
the  inclusion  of  Puerto  Rico  in  this  legislation 
covering  ground  water  resources,  as  adminis- 
tered by  the  Department  of  the  Interior.  On 
August  1,  1986,  when  H.R.  2478,  the  Omnibus 
Insular  Areas  Act,  passed  the  House,  I  indicat- 
ed that  Puerto  Rico  had  been  excluded  by  the 
Resident  Commissioner  of  Puerto  Rico  from  a 
couple  of  provisions,  one  of  which  dealt  with 


the  development  of  water  supply  irrigation 
water  sen/ice  and  water  quality  improvement, 
through  the  Bureau  of  Reclamation.  The  ben- 
efits that  the  Bureau  of  Reclamation  could 
offer  Puerto  Rico  were  discussed  and  seen  as 
advantageous  by  some  members  of  the  Interi- 
or and  Insular  Affairs  Committee  prior  to  the 
passage  of  the  bill.  However,  we  deferred  to 
the  judgment  of  the  Resident  Commissioner 
to  exclude  Puerto  Rico  rather  than  force  its  in- 
clusion. I  am  therefore  pleased  to  see  that  the 
Resident  Commissioner  has  acknowledged 
the  benefits  that  the  U.S.  Geological  Survey 
can  provide  to  Puerto  Rico.  Under  the  direc- 
tion of  the  Secretary  of  the  Interior,  the  USGS 
has  already  produced  a  report  summarizing 
the  most  important  water-related  issues  af- 
fecting Puerto  Rico.  That  1984  report  of 
ground  water  resources  in  Puerto  Rico  is  in- 
dicative of  the  technical  expertise  available  to 
assist  the  insular  areas. 

It  is  hoped  that  the  National  Water  Quality 
Assessment  Pilot  Program  will  consider  the 
needs  of  the  insular  areas.  When  the  pilot 
program  is  completed,  I  will  support  an  appro- 
priate expanded  ground  water  program  in  the 
insular  areas. 

Mr.  McCain.  Mr.  Speaker,  I  rise  in  strong 
support  of  H.R.  5526,  legislation  to  provide 
authority  for  the  U.S.  Geological  Survey's  ex- 
isting water  research  activities  and  to  estab- 
lish a  National  Ground  Water  Quality  Assess- 
ment Program. 

Mr.  Speaker,  it  is  becoming  increasingly 
clear  that  contaminants  from  natural  and  man- 
induced  sources  are  causing  an  ever-increas- 
ing decline  in  the  quality  of  our  Nation's  water 
supplies.  Water  quality  and  its  management  is 
a  national  issue  with  broad  implications  for  all 
segments  of  our  society.  The  legislation 
before  us  today  seeks  to  address  this  mount- 
ing environmental  problem  and  I  urge  its 
adoption  by  my  colleagues. 

This  legislation  provides  the  framework  for  a 
national  program  to  assess  ground  water  qual- 
ity throughout  the  United  States.  The  Water 
and  Power  Subcommittee  of  the  House  Interi- 
or Committee  has  held  several  hearings  on 
ground  water  issues  during  this  Congress. 
From  these  hearings  it  became  clear  to  me 
that  while  my  own  State  of  Arizona  has  been 
concerned  about  issues  of  ground  water  qual- 
ity and  supply  for  many  years,  and  has  devel- 
oped important  State  legislation  to  address 
these  issues,  many  other  States  have  not 
been  so  fortunate.  Many  States  have  popula- 
tions which  rely  heavily  on  ground  water  for 
drinking  and  domestic  water  purposes,  as  well 
as  for  irrigation  and  other  uses.  However, 
many  States  have  only  limited  information 
about  the  quality  and  quantity  of  their  ground 
water  supplies,  and  are  therefore  in  a  position 
where  they  are  unable  to  plan  effectively  for 
the  future  development  of  their  water  re- 
sources. 

Mr.  Speaker,  I  believe  the  Geological 
Survey  research  program  we  are  considering 
today  will  provide  significant  assistance  to  the 
States  as  they  move  forward  with  their  water 
resources  planning  efforts.  It  will  also  provide 
important  information  for  Federal  water  re- 
sources decisionmakers 

The  legislation  authorizes  approximately 
$50  million  over  a  3-year  period  for  prepara- 
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tion  of  a  comprehensive  report  to  Congress 
and  the  first  several  years  of  the  actual 
Ground  Water  Quality  Assessment  Program. 

I  acknowledge  that  this  is  a  substantial  sum 
of  money.  That  is  yyhy  we  have  written  the 
legislation  in  such  a  way  that  it  sets  up  a  pro- 
gram which  will  be  carefully  phased  in  under 
the  close  scrutiny  of  the  States  and  other  in- 
terested parties,  including  the  Congress.  Addi- 
tionally, this  legislation  will  make  good  use  of 
the  Geological  Survey's  abilities  while  respect- 
ing the  paramount  authority  of  the  States  to 
manage  ground  water  resources. 

I  emphasize  that  we  are  not  authorizing  yet 
another  academic  research  program;  we  are 
authorizing  a  program  to  help  the  States  do 
the  best  possible  job  of  protecting  their 
ground  water  resources  for  the  benefit  of  all 
Americans,  and  we  expect  the  Geological 
Survey  to  structure  its  program  to  that  end. 
The  legislation  before  us  today  complements 
the  amendments  to  the  Safe  Drinking  Water 
Act  which  received  ovenwhelming  congres- 
sional support  from  this  body  on  May  13, 
1986. 

Mr.  Speaker,  our  ultimate  goal  must  be  to 
provide  a  national  framework  for  protecting 
our  water  resources.  Over  95  percent  of  our 
Nation's  rural  residents  and  over  50  percent 
of  our  urban  residents  depend  on  ground 
water  for  drinking.  Our  Nation  is  blessed  with 
a  generally  abundant  supply  of  water,  but  this 
resource,  while  renewable,  is  one  that  is  also 
vulnerable  to  our  uses  and  abuses. 

Mr.  Speaker,  H.R.  5526  provides  us  with 
some  of  the  tools  necessary  to  reach  this 
goal.  I  urge  favorable  consideration  of  H.R. 
5526. 

Mr.  CHENEY.  Mr.  Speaker.  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

Mr.  MILLER  of  California.  Mr. 
Speaker,  I  have  no  further  requests 
for  time,  and  I  yield  back  the  balance 
of  my  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  California  [Mr. 
Miller]  that  the  House  suspend  the 
rules  and  pass  the  bill,  H.R.  5526,  as 
amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill 
as  amended  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


from      Colorado 
is  recognized  for 


[Mrs. 
5  min- 


GENERAL  LEAVE 

Mr.  MILLER  of  California.  Mr. 
Speaker,  I  ask  unanimous  consent  that 
all  Members  may  have  5  legislative 
days  in  which  to  revise  and  extend 
their  remarks  on  H.R.  5526,  the  bill 
just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  California? 

There  was  no  objection. 


tlewoman 

SCHROEDER] 

utes. 

Mrs.  SCHROEDER.  Mr.  Speaker,  I  was 
absent  the  evening  of  September  1 1  and  Sep- 
tember 12.  If  I  had  been  present,  I  would  have 
voted  as  follows: 


No. 


SEPTEMBER  1 1 

375,    the    Bennett 


amendment; 


Roll 
"no." 

Roll   No.   376.   the  Chandler  amendment; 
"no." 

Roll    No.    377,    the    Bilirakis    amendment; 
"no." 

Roll  No.  378,  passage  of  H.R.  5484,  the 
Omnibus  Drug  Act;  "no." 

September  12 

Roll  No.  379,  approve  the  Journal;  "no." 

Roll  No.  380,  H.  Res.  548,  the  njle  for  H.R. 
4868,  the  Anti-Apartheid  Act;  "yea." 

Roll  No.  381,  passage  of  H.R.  4868,  the 
Anti-Apartheid  Act;  "yea." 

Roll  No.  382,  House  Joint  Resolution  532, 
the  rule  for  H.R.  5313;  "yea." 

Roll  No.  383,  passage  of  H.R.  5313, 
appropriations;  "yea." 


HUD 


PERSONAL  EXPLANATION 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 


A  PROGRAM  FOR  THE  FUTURE 

The  SPEAKER  pro  tempore  (Mr. 
Miller  of  California).  Under  a  previ- 
ous order  of  the  House,  the  gentleman 
from  Florida  [Mr.  Bennett]  is  recog- 
nized for  60  minutes. 

Mr.  BENNETT.  Mr.  Speaker,  I  speak 
today  primarily  of  my  candidacy  for 
and  plans  for  the  chairmanship  of  the 
House  Armed  Services  Committee  in 
the  upcoming  Congress. 

Incidentally,  I  will  also  speak  briefly 
of  the  seniority  system  of  choosing 
chairmen  and  of  the  merits  of  retain- 
ing that  system  as  preferable  to  all 
others  so  far  suggested.  Since  I  have 
the  longest  seniority  by  far  among  the 
candidates,  I  have  a  personal  interest 
in  seeing  this  seniority  system  sus- 
tained, in  addition  to  my  philosophical 
support  for  this  system. 

This  giving  of  priority  on  the  basis 
of  longest  service  is  not  just  a  policy 
designated  to  reward  the  most  senior 
members,  nor  just  a  convenience  for 
prompt  elections.  It  is  instead  a  system 
designed  to  select  Congressmen  whose 
ability  and  integrity  have  stood  the 
test  of  time  in  observations  by  their 
peers;  and  who  can  as  they  wait  for  ad- 
vancement have  time  to  plan  and  orga- 
nize for  their  period  of  upcoming  lead- 
ership. 

Seniority  selection  of  chairmen  is 
not  the  only  system  Congress  has 
used.  Years  ago  the  Speaker  appointed 
the  chairmen  and  also  made  commit- 
tee assignments.  Congress  observed 
that  this  gave  too  much  power  to  the 
Speaker  and  then  it  established  a 
system  of  choice  by  seniority  while  al- 
lowing leeway  to  turn  down  the  senior 
Member  for  reasons  of  severe  illness 
or  personal  fault  of  the  person  voted 
down.  Sheer  personal  popularity,  cha- 
risma and  cleverness  in  campaigning 
were  not  set  up  to  be  factors  in  this 


system  and  they  shouldn't  be!  Perhaps 
this  is  not  a  perfect  arrangement  but 
no  better  plan  has  been  suggested. 

State  legislatures  seldom  use  seniori- 
ty as  the  controlling  or  dominant  ele- 
ment in  the  choice  of  chairmen.  Often 
the  speaker  in  a  State  legislature  ap- 
points as  chairmen  those  legislators 
who  have  pledged  to  vote  for  the 
speaker's  election  and  have  received 
from  the  speaker  campaign  funds  for 
their  own  elections  to  the  State  legis- 
lature. We  in  Congress  ought  to  be 
glad  that  years  ago  the  tyranny  of 
former  Speakers  in  this  Congress  cut 
off  that  type  of  thing  in  Congress. 
Thus  reform  gave  us  instead  the  pref- 
erable seniority  system  which  protects 
the  country  against  financial  and 
other  pressures  from  special  interests 
imposing  themselves  on  the  Govern- 
ment through  influencing  the  choice 
of  chairmanships. 

There  is  also  the  question  of  what 
campaigning  for  chairmanships  of 
committees  and  subcommittees  may 
do  in  sapping  away  the  lime  of  legisla- 
tors from  their  responsibilities  to  legis- 
late properly.  In  the  House  we  spend  a 
large  portion  of  our  2  year  terms  doing 
constituent  services  and  seeking  re- 
election. It  is  becoming  increasingly 
difficult  for  us  even  to  do  our  legisla- 
tive duties  and  to  pass  basic  authoriza- 
tion and  appropriation  bills.  Adding 
campaigns  for  chairmanships  and  sub- 
committee chairmanships  is  hardiy 
something  that  would  make  us  more 
efficient  in  our  priority  legislative 
duties. 

Ask  yourself  these  questions.  How 
much  more  inefficient  would  this  body 
become  if  the  seniority  system  were 
abandoned  and  numerous  Members 
were  intensively  campaigning  for  vari- 
ous committee  chairmanships  and  sub- 
committee chairmanships?  After  all, 
there  are  22  chairmen  of  committees 
in  the  House  and  123  subcommittee 
chairmanships.  More  importantly  per- 
haps, how  long  would  it  take  the  pow- 
erful interest  groups  in  this  country  to 
get  in  on  the  act  of  selecting  chairmen 
when  it  is  done  not  by  seniority 
(which  they  cannot  control)  but  by 
campaigns  that  may  require  campaign 
pressures  and  campaign  financial  con- 
tributions? 

I  believe  it  is  in  the  national  interest 
of  this  country  to  fight  the  erosion  of 
the  seniority  system  at  least  until  a 
better  system  is  invented  or  discov- 
ered. It  strikes  me  that  the  seniority 
system  is  not  only  fair  to  the  Members 
but  in  the  country's  best  interests. 

All  of  this  has  a  bearing  on  my  can- 
didacy. If  my  35  years  of  seniority  on 
this  committee  were  to  be  followed  by 
election  next  January  this  would  soon 
reopen  again  the  processes  of  the  se- 
niority system  to  allow  others  to  have 
a  chance  at  the  chairmanship  for  I 
would  not  seek  or  accept  the  chair  for 
more  than  4  years  at  most.  By  way  of 
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contrast  the  incumbent  chairman  has 
announced  that  he  wants  to  serve  as 
such  for  at  least  20  years.  This  would 
deprive  the  country  of  possible  leader- 
ship from  many  other  able  persons  on 
the  committee,  it  seems  to  me. 

I  should  not  be  considered  for  the 
chairmanship  if  I  am  not  qualified  so  I 
should  mention  my  qualifications.  In 
addition  to  having  served  as  subcom- 
mittee chairman  on  more  subcommit- 
tees than  my  opposition  and  for  more 
years,  I  have  authored  and  passed 
more  bills  and  more  amendments  to 
bills  than  my  opposition,  and  spoken 
more  often  in  conunittee  and  on  the 
floor  in  support  or  opposition  to  legis- 
lation. This  is  not  just  because  I  have 
served  longer  but  it  is  characteristic  of 
my  service  in  each  year  compared  with 
the  opposition.  In  the  current  Con- 
gress alone  I  have  passed  pieces  of  leg- 
islation now  law  that  involved  the 
military  in  the  fight  against  drugs, 
strengthened  the  strategic  stockpiles, 
limited  the  excessive  expenditures  for 
the  MX  missile,  reformed  procure- 
ment procedures  and  started  a  conven- 
tional defense  initiative,  and  others.  In 
the  recently  passed  authorization  bill, 
it  is  my  amendment  which  increased 
funds  for  the  conventional  defense  ini- 
tiatives, made  military  charter  flights 
safer,  improved  procurement  revolving 
door  procedures,  limited  excessive 
spending  for  SDI,  provided  for  live  fire 
testing  to  ensure  able  weapons  pro- 
curement, and  again  increased  the 
availability  of  military  assets  to  fight 
the  drug  traffic.  Neither  of  my  oppo- 
nents have  done  anything  comparable 
in  legislation. 

The  question  of  party  loyalty  has 
been  raised.  I  believe  in  the  two-party 
system.  While  I  do  not  believe  this 
should  make  any  legislator  violate  his 
conscience,  I  look  with  a  jaundiced  eye 
at  those  who  participate  in  divisive  ac- 
tions. Consequently,  I  have  never  been 
a  hyphenated  Democrat.  When  I  came 
here,  these  were  called  Dixiecrats.  I 
have  spoken  for  every  Democratic 
nominee  for  the  Presidency  since  I 
have  been  old  enough  to  vote  and 
never  voted  for  any  Republican.  Yet  I 
am  an  independent  thinker  and  do  not 
cast  votes  on  the  basis  of  sheer  parti- 
sanship but  on  the  basis  of  what  my 
conscience  tells  me  is  the  proper  vote 
for  the  country  as  I  see  it.  Usually, 
this  is  in  accord  with  the  Democratic 
platform,  for  that  is  where  my  philos- 
ophy takes  me. 

I  have  thought  a  lot  about  what  I 
think  our  country  needs  in  the  field  of 
national  defense.  If  I  am  elected  to  the 
chairmanship  my  first  priority  would 
not  be  the  SDI,  nor  nuclear  weaponry, 
as  important  as  these  matters  may 
be— but  my  top  priority  would  be  to 
put  this  country  in  a  position  where  it 
can  win  a  conventional  war.  It  is  a 
tragedy  and  a  disgrace  that  we  have 
allowed  our  defenses  to  fall  to  such  a 
point  that  the  NATO  Command  has 


said  that  it  is  now  questionable  that 
we  will  have  time  to  decide  to  mount  a 
nuclear  response  in  Europe  if  we  were 
quickly  defeated  there  in  conventional 
weaponry.  This  is  something  we  can 
remedy  if  we  will  just  do  it.  But  some- 
body will  have  to  press  for  it  with  un- 
relenting dedication  and  zeal.  If  elect- 
ed chairman,  I  will  do  that.  At  this 
point,  I  include  in  my  remarks  meas- 
ures I  have  authored  in  this  Congress 
along  these  lines. 

H.  Res.  539 
Resolution  expressing  the  sense  of  the  Con- 
gress that  the  United  States  should  place 
greater  emphasis  on  the  improvement  of 
the  capabilities  of  United  States  conven- 
tional forces,  particularly  in  cooperation 
with  other  member  nations  of  the  North 
Atlantic  Treaty  Organization 
Whereas  in  May   1985  a  North  Atlantic 
Treaty    Organization    Military    Committee 
report  warned  that  under  present  trends, 
the  alliance's  conventional  forces  would  not 
be  able  to  withstand  a  Warsaw  Pact  inva- 
sion long  enough  for  the  alliance  to  decide 
whether  to  escalate  the  war  to  the  nuclear 
level: 

Whereas  four  out  of  five  Americans  mis- 
takenly believe  that  the  United  States  has 
already  adopted  a  policy  of  no-first-use  of 
nuclear  weapons:  and 

Whereas  the  United  States  and  its  Euro- 
pean allies  must  now  lake  extraordinary 
steps  to  redress  the  conventional  force  im- 
balance in  order  to  eliminate  the  alliance 
dependence  on  the  early  use  of  nuclear 
weapons:  Now,  therefore,  be  it 

Resolved,  That  it  is  the  sense  of  the  House 
of  Representatives  that— 

(1)  the  United  States  should  place  greater 
emphasis  on  the  improvement  of  the  capa- 
bilities of  United  States  conventional  forces, 
particularly  in  cooperation  with  other 
member  nations  of  the  North  Atlantic 
Treaty  Organization: 

(2)  such  improvement  should  concentrate 
on  improved  readiness  and  greater  sustain- 
ability  in  conflict: 

(3)  such  improvement  should  emphasize 
defensive  measures,  particularly  the  joint 
development  and  widespread  deployment  of 
infantry  antitank  weapons:  and 

(4)  such  improvement  should  be  based 
upon  the  assumption  that  the  United  States 
would  not  be  the  first  to  use  nuclear  weap- 
ons. 

H.R.  5487 

A  bill  to  establish  a  Conventional  Defense 
Advisory  Board  within  the  Department  of 
Defense 
Be  it  enacted  by  the  Senate  and  House  of 

Representatives    of    the    United    States    of 

America  in  Congress  assembled, 

(a)  EsTABUSHMENT.— There  shall  be  estab- 
lished within  the  Department  of  Defense  a 
Conventional  Defense  Advisory  Board. 

(b)  Purpose  and  Responsibilities.— (1 ) 
The  Board  shall  examine  and  survey,  all  as- 
pects of  conventional  warfare  relating  to 
the  fighting  ability  and  sustainability  of  the 
armed  forces  of  the  United  States,  particu- 
larly with  regard  to  the  conventional  de- 
fense of  Europe. 

(2)  The  Board  shall  specifically  examine, 
survey,  and  make  recommendations  con- 
cerning the  sufficiencies  and  deficiencies 
of- 

(A)  research  and  development  programs; 

(B)  weapons  procurement  programs: 


(C)  ammunition  procurement  programs: 
and 

(D)  programs  affecting  the  sustainability 
of  forces  in  the  field. 

(c)  Membership  and  Support.— (1)  The 
Board  shall  be  appointed  by  the  Secretary 
of  Defense  and  shall  include  representatives 
of  the  Department  of  Defense,  the  defense 
industry,  and  the  academic  and  research 
community. 

(2)  The  Secretary  of  Defense  shall  make 
available  to  the  Board  such  information  as 
it  may  require  in  the  performance  of  its 
duties. 

(d)  Reports.— (1)  The  Board  shall  report 
annually  to  the  Secretary  of  Defense  by 
March  1  concerning  the  relationship  be- 
tween the  current  programs  of  the  Depart- 
ment of  Defense  and  the  requirements  for 
more  adequate  conventional  defenses.  With 
respect  to  such  relationship  the  report 
shall,  at  a  minimum,  specify— 

(A)  shortfalls: 

(B)  excesses;  and 

(C)  recommendations  for  correcting  these 
imbalances. 

(2)  The  Secretary  of  Defense  shall  for- 
ward the  report  required  in  paragraph  ( 1 )  to 
the  Congress  within  thirty  days  of  its  re- 
ceipt, together  with  such  additional  views  as 
the  Secretary  may  desire. 

(3)  The  Secretary  of  Defense  may  require 
such  additional  reports  from  the  Board  as 
the  Secretary  deems  necessary. 

It  is  no  accident  that  I  feel  this  way 
about  conventional  warfare.  I  am  a 
combat  infantry  veteran.  Silver  Star, 
Bronze  Star,  Combat  Infantry  Badge, 
Philippine  Legion  of  Honor,  Philip- 
pine Gold  Cross,  et  cetera.  I  led  guer- 
rillas in  the  Philippines  and  fought  as 
an  infantry  soldier  on  New  Guinea  in 
World  War  II. 

Until  an  infantry  soldier  stands  on 
the  land  with  a  rifle  in  hand  and  effec- 
tively directs  the  enemy,  wars  are  not 
won.  Everything  else,  however  impor- 
tant, leads  up  to  that. 

Today,  we  cannot  put  the  infantry  in 
a  position  to  do  that  in  Europe.  We 
are  lacking  in  ammunition  and  other 
supplies.  We  have  no  good  antitank 
weapons  against  the  Warsaw  Pact's 
53,000  tanks.  We  do  not  even  have  effi- 
cient battlefield  communications  there 
in  our  own  troops,  to  say  nothing  of 
our  allies.  What  a  shame— what  a  dis- 
grace! 

If  elected,  I  will  try  to  turn  that 
around  and  while  retaining  our  nucle- 
ar deterrence,  put  ourselves  in  a  posi- 
tion where  we  can  win  a  conventional 
war. 


n  1500 

SPECIAL  ORDERS  GRANTED 

By  unanimous  consent,  permission 
to  addresc  the  House,  following  the 
legislative  program  and  any  special 
orders  heretofore  entered,  was  granted 
to: 

(The  following  Members  (at  the  re- 
quest of  Mr.  CoHBEST)  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material:) 
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Mr.  Gingrich, 
September  23. 

Mr.  Gingrich, 
September  24. 

Mr.  Gingrich, 
September  25. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Bennett)  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material:) 

Mr.  Annunzio,  for  5  minutes,  today. 

Mrs.  Schroeder,  for  5  minutes, 
today. 

Mrs.  Collins,  for  60  minutes,  today. 

Mr.  Bedell,  for  60  minutes,  on  Sep- 
tember 23. 

Mr.  Bedell,  for  60  minutes,  on  Sep- 
tember 24. 

Mr.  Bedell,  for  60  minutes,  on  Sep- 
tember 25. 

Mr.  Alexander,  for  30  minutes,  on 
September  23. 

Mr.  Alexander,  for  30  minutes,  on 
September  24. 

Mr.  Alexander,  for  30  minutes,  on 
September  25. 

Mr.  Obey,  for  5  minutes,  on  Septem- 
ber 23,  24,  25,  26,  29,  30.  October  1.  2, 
and  3. 


EXTENSION  OF  REMARKS 

By  unanimous  consent,  permission 
to  revise  and  extend  remarks  was 
granted  to: 

(The  following  Members  (at  the  re- 
quest of  Mr.  CoMBEST)  and  to  include 
extraneous  matter: ) 

Mr.  Dannemeyer. 

Mr.  Conte. 

Mr.  Smith  of  New  Jersey. 

Mr.  Tauke. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Bennett)  to  include  ex- 
traneous matter:) 

Mr.  Anderson  in  10  instances. 

Mr.  Gonzalez  in  10  instances. 

Mr.  Brown  of  California  in  10  in- 
stances. 

Mr.  Annunzio  in  six  instances. 

Mr.  Jones  of  Tennessee  in  10  in- 
stances. 

Mr.  Boner  of  Tennessee  in  five  in- 
stances. 

Mr.  Garcia. 

Mr.  Montgomery. 

Mr.  Mavroules. 

Mr.  Synar. 

Mrs.  Byron. 

Mr.  Downey  of  New  York. 

Mr.  McHdgh. 

Mr.  Gejdenson  in  two  instances. 


ENROLLED  BILLS  SIGNED 

Mr.  ANNUNZIO,  from  the  Commit- 
tee on  House  Administration,  reported 
that  that  committee  had  examined 
and  found  truly  enrolled  bills  of  the 
House  of  the  following  titles,  which 
were  thereupon  signed  by  the  Speaker 
pro  tempore. 

H.R.  1483.  An  act  to  authorize  the  Smith- 
sonian Institution  to  plan  and  construct  fa- 
cilities for  certain  science  activities  of  the 
Institution,  and  for  other  purposes,  and 


H.R.  3622.  An  act  to  reorganize  the  De- 
partment of  Defense  and  strengthen  civilian 
authority  in  the  Department  of  Defense,  to 
improve  the  military  advice  provided  to  the 
President,  the  National  Security  Council, 
and  the  Secretary  of  Defense,  to  place  clear 
responsibility  on  the  commanders  of  the 
unified  and  specified  combatant  commands 
for  the  accomplishment  of  missions  assigned 
to  those  commands  and  ensure  that  the  au- 
tnority  of  those  commanders  is  fully  com- 
mensurate with  that  responsibility,  to  in- 
crease attention  to  the  formulation  of  strat- 
egy and  to  contingency  planning,  to  provide 
for  more  efficient  use  of  defense  resources, 
to  improve  joint  officer  management  poli- 
cies, otherwise  to  enhance  the  effectiveness 
of  military  operations  and  improve  the  man- 
agement and  administration  of  the  Depart- 
ment of  Defense,  and  for  other  purposes. 


BILLS  AND  JOINT  RESOLUTION 
PRESENTED  TO  THE  PRESIDENT 

Mr.  ANNUNZIO,  from  the  Commit- 
tee on  House  Administration,  reported 
that  that  committee  did  on  the  follow- 
ing day  present  to  the  President,  for 
his  approval,  bills  and  joint  resolution 
of  the  House  of  the  following  title: 
On  September  19.  1986: 

H.R.  1483.  An  act  to  authorize  the  Smith- 
sonian Institution  to  plan  and  construct  fa- 
cilities for  certain  science  activities  of  the 
Institution,  and  for  other  purposes: 

H.R.  3358.  An  act  to  reauthorize  the  At- 
lantic Striped  Bass  Conservation  Act,  and 
for  other  purposes; 

H.R.  3622.  An  act  to  reorganize  the  De- 
partment of  Defense  and  strengthen  civilian 
authority  in  the  Department  of  Defense,  to 
improve  the  military  advice  provided  to  the 
President,  the  National  Security  Coun(-il, 
and  the  Secretary  of  Defense,  to  place  clear 
responsibility  on  the  commanders  of  the 
unified  and  specified  combatant  commands 
for  the  accomplishment  of  missions  assigned 
to  those  commands  and  ensure  that  the  au- 
thority of  those  commanders  is  fully  com- 
mensurate with  that  responsbility,  to  in- 
crease attention  to  the  formulation  of  strat- 
egy and  to  contingency  planning,  to  provide 
for  more  efficient  use  of  defense  resources, 
to  improve  joint  officer  management  poli- 
cies, otherwise  to  enhance  the  effectiveness 
of  military  operations  and  improve  the  man- 
agement and  administration  of  the  Depart- 
ment of  Defense,  and  for  other  purposes: 

H.R.  4421.  An  act  to  authorize  appropria- 
tions for  fiscal  years  1987.  1988.  1989.  and 
1990  to  carry  out  the  Head  Start.  Follow 
Through,  dependent  care,  community  serv- 
ices block  grand,  and  community  food  and 
nutrition  programs,  and  for  other  purposes: 
and 

H.J.  Res.  60.  Joint  resolution  to  designate 
the  week  beginning  September  15.  1986,  as 
"National  School-Age  Child  Care  Awareness 
Week." 


ADJOURNMENT 

Mr.  BENNETT.  Mr.  Speaker,  I  move 
that  the  House  do  now  adjourn. 

The  motion  was  agreed  to;  accord- 
ingly (at  3  o'clock  and  7  minutes  p.m.), 
the  House  adjourned  until  tomorrow, 
Tuesday,  September  23,  1986,  at  12 
noon. 


EXECUTIVE  COMMUNICATIONS. 
ETC. 

Under  clause  2  of  rule  XXIV,  execu- 
tive communications  were  taken  from 
the  Speaker's  table  and  referred  as  fol- 
lows: 

4241.  A  letter  from  the  Comptroller  Gen- 
eral of  the  United  States,  transmitting  a 
review  of  four  deferrals  of  budget  authority 
transmitted  by  the  President  on  June  24. 
1986  in  his  seventh  special  message  for 
fiscal  year  1986,  pursuant  to  2  U.S.C.  685  (H. 
Doc.  No.  99-268);  to  the  Committee  on  Ap- 
propriations and  ordered  to  be  printed. 

4242.  A  letter  from  the  Assistant  Secre- 
tary of  the  Navy  (Shipbuilding  and  Logis- 
tics); transmitting,  notification  of  the  plan 
to  study  the  conversion  of  various  functions 
to  contractor  performance  at  several  loca- 
tions, pursuant  to  10  U.S.C.  2304  nt.;  to  the 
Committee  on  Armed  Services. 

4243.  A  letter  from  the  Auditor,  District  of 
Columbia,  transmitting  a  copy  of  a  report 
entitled  "Revenue  Report  for  July  1986," 
pursuant  to  D.C.  Code  section  47- 11 7(d);  to 
the  Committee  on  the  District  of  Columbia. 

4244.  A  letter  from  the  Assistant  Legal  Ad- 
viser for  Treaty  Affairs,  Department  of 
State,  transmitting  copies  of  international 
agreements,  other  than  treaties,  entered 
into  by  the  United  States,  pursuant  to  1 
U.S.C.  112(a);  to  the  Committee  on  Foreign 
Affairs. 

4245.  A  letter  from  the  Chairman,  Com- 
mission on  the  Bicentennial  of  the  Constitu- 
tion, transmitting  the  second  report  con- 
taining recommendations  for  commemora- 
tion and  coordination  of  the  Bicentennial 
and  related  activities,  pursuant  to  Public 
Law  98-101.  section  6(e);  to  the  Committee 
on  Post  Office  and  Civil  Service. 


OF    COMMITTEES    ON 
BILLS  -AND     RESOLU- 


REPORTS 
PUBLIC 
TIONS 

Under  clause  2  of  rule  XIII,  reports 
of  committees  were  delivered  to  the 
Clerk  for  printing  and  reference  to  the 
proper  calendar,  as  follows: 

IPursuanl  to  the  order  of  the  House  on  Sept 
19,  1986  the  following  report  was  filed  on 
Sept  20.  1986] 

Mr.  DE  LA  GARZA:  Committee  on  Agricul- 
ture. H.R.  5407.  A  bill  to  amend  the  Grain 
Standards  Act  of  1916  to  establish  the 
policy  of  providing  grain  of  high  quality  to 
both  domestic  and  foreign  buyers,  to  better 
define  the  purpose  of  Official  United  States 
Standards  for  Grain,  and  to  provide  for  the 
closer  regulation  of  dockage  and  foreign  ma- 
terial in  grain;  with  an  amendment  (Rept. 
99-858).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 

Mrs.  SCHROEDER;  Committee  on  Post 
Office  and  Civil  Ser\'ice.  H.R.  4033.  A  bill  to 
amend  title  5.  United  States  Code,  to 
strengthen  the  protections  available  to  Fed- 
eral employees  against  prohibited  personnel 
practices,  and  for  other  purposes;  with  an 
amendment  (Rept.  99-859).  Referred  to  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union. 

Mr.  HAWKINS;  Committee  on  Education 
and  Labor.  H.R.  5520.  A  bill  to  amend  the 
Education  of  the  Handicapped  Act  to  reau- 
thorize the  discretionary  programs  under 
that  Act.  to  authorize  an  early  Intervention 
program  under  that  Act  for  handicapped  in- 
fants and  toddlers  and  their  families,  and 
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for  other  purposes;  with  an  amendment 
(Rept.  99-860).  Referred  to  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union. 

Mr.  HAWKINS:  Committee  of  conference. 
Conference  report  on  S.  1965  (Rept.  99-861). 
Ordered  to  be  printed. 

Mr,  UDALL;  Committee  on  Interior  and 
Insular  Affairs.  H.R.  5526.  A  bill  to  author- 
ize the  water  resources  activities  of  the 
United  States  Geological  Survey,  and  for 
other  purposes:  with  an  amendment  (Rept. 
99-862).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 


SUBSEQUENT  ACTION  ON  RE- 
PORTED BILLS  SEQUENTIALLY 
REFERRED 

Under  clause  5  of  rule  X  the  follow- 
ing action  was  taken  by  the  Speaker: 
lOmitted  from  the  Record  of  September  75. 

1986] 
H.R.   4917.   The   Committee   on    Govern- 
ment Operations  discharged  from  further 
consideration  of  H.R.  4917. 

ISubmitted  SepL  22.  1986] 
H.R.  4917.  The  Committee  on  Post  Office 
and  Civil  Service  discharged  from  further 
consideration  of  H.R.  4917:  H.R.  4917  re- 
ferred to  Committee  of  the  Whole  House  on 
the  State  of  the  Union. 


PUBUC  BILLS  AND 
RESOLUTIONS 

Under  clause  5  of  rule  X  and  clause 
4  of  rule  XXII,  public  bills  and  resolu- 
tions were  introduced  and  severally  re- 
ferred as  follows: 

By  Mr.  ANDERSON  (for  himself.  Mr. 
Howard.  Mr.  Snyder,  and  Mr.  Shu- 

STER): 

H.R.  5568.  A  bill  to  establish  uniform 
.standards  for  testing  and  licensing  of  opera- 
tors of  commercial  motor  vehicles;  to  the 
Committee  on  Public  Works  and  Transpor- 
tation. 

By  Mr.  FRANK: 
H.R.  5569.  A  bill  to  amend  title  II  of  the 
Social  Security  Act  to  eliminate  the  earn- 
ings test  for  individuals  who  have  attained 
retirement  age;  to  the  Committee  on  Ways 
and  Means. 

By  Mr.  HOWARD  (for  himself.  Mr. 
Anderson.  Mr.  Hammerschmidt.  Mr. 
Roe,  Mr.  Shuster.  Mr.  Breaux.  Mr. 
Stangeland.  Mr.  Mineta.  Mr.  Ging- 
rich. Mr.  Oberstar.  Mr.  Clinger. 
Mr.  NowAK.  Mr.  Molinari,  Mr. 
Edgar.  Mr.  Shaw.  Mr.  Young  of  Mis- 
souri, Mr.  McEwEN.  Mr.  Rahall.  Mr. 
Pftri.  Mr.  Applegate,  Mr.  Sund- 
QuisT,  Mr.  DE  Lugo,  Mrs.  Johnson. 


Mr.  Savage,  Mr.  Packard.  Mr.  Sunia. 
Mr.     Boehlert.     Mr.     Bosco,     Mr. 
DeLay,   Mr.   Moody.  Mr.  Callahan, 
Mr.  BoRSKi.  Mr.  Gallo.  Mr.  Kolter, 
Mrs.   Bentley.   Mr.   Valentine.   Mr. 
LiGHTFOOT.  Mr.  Towns.  Mr.  Monson, 
Mr.  LiPiNSKi.  Mr.  Rowland  of  Con- 
necticut. Mr.   Rowland  of  Georgia, 
Mr.  Wise,  Mr.  Gray  of  Illinois,  Mr. 
Visclosky.     Mr.     Traficant.     Mrs. 
Long,   Mr.   Chapman.   Mr.   Perkin?, 
and  Mr.  Taylor  ■: 
H.R.   5570.   A   bill   to  designate  the  U.S. 
courthouse  and  customhouse  at  601   West 
Broadway,   Louisville,    KY,    as   the     Gene 
Snyder  United  States  Courthouse  and  Cus- 
tomhouse":   to    the    Committee    on    Public 
Works  and  Transportation. 

By  Mr.  KASTENMEIER: 
H.R.  5571.  A  bill  to  establish  a  commission 
to  study  and  make  recommendations  on  the 
desirability  and  feasibility  of  amending  the 
copyright  laws  to  compensate  authors  for 
the  not-for-profit  lending  of  their  works:  to 
the  Committee  on  the  Judiciary. 

By  Mr.  KASTENMEIER  (for  himself, 
Mr.    Synar.    Mr.    Wirth.    Mr.   Bou- 
cher, and  Mr.  Moorhead): 
H.R.  5572.  A  bill  to  amend  title  17,  United 
States  Code,  relating  to  copyrights,  to  pro- 
vide for  the  temporary  compulsory  licensing 
of  the  secondary  transmission  by  satellite 
carriers  of  superstations  for  private  viewing 
by  Earth  station  owners:  to  the  Committee 
on  the  Judiciary. 

By  Mr.  MICHEL: 
H.R.  5573.  A  bill  to  authorize  an  affiliated 
status  with  the  National  Park  Service  for 
the  Wildlife  Prairie  Park,  in  the  State  of  Il- 
linois: to  the  Committee  on  Interior  and  In- 
sular Affairs. 

By  Mr.  RODINO  (by  request): 
H.R.  5574.  A  bill  to  implement  the'Inter- 
American     Convention     on     International 
Commercial  Arbitration;  to  the  Committee 
on  the  Judiciary. 


ADDITIONAL  SPONSORS 

Under  clause  4  of  rule  XXII,  spon- 
sors were  added  to  public  bills  and  res- 
olutions as  follows: 

H.R.  524:  Mr.  Boucher,  Mr.  Courter.  Mr. 
Hyde.  Mr.  Kasich.  Mr.  Kolter.  Mr.  Kost- 
mayer.  Mr.  LowRY  of  Washington.  Mr. 
MacKay.  Mr.  Markey.  Mr.  Miller  of  Ohio. 
Mr.  Smith  of  New  Jersey.  Mr.  Williams, 
Mrs.  Johnson.  Mr.  Atkins,  and  Mr.  Bate- 
man. 

H.R.  1453:  Ms.  Mikulski  and  Mr.  Atkins. 

H.R.  2353:  Mr.  Sweeney. 

H.R.  3024:  Mr.  Russo. 

H.R.  3040:  Mr.  Gingrich  and  Mr.  Kost- 
mayer. 

H.R.  3260:  Mr.  Swindall,  Mr.  Weaver.  Mr. 
Moody,  and  Mr.  Barnard. 


H.R.  4568:  Mr.  Brown  of  California  and 
Mr.  Rahall. 

H.R.  4763:  Mr.  Shumway. 

H.R.  4820:  Mr.  Ralph  M.  Hall. 

H.R.  4953:  Mr.  Martin  of  New  York,  Mr. 
Chandler,  and  Mr.  Badham. 

H.R.  5477:  Mr.  Miller  of  Washington,  Mr, 
Wylie,  Mr.  Porter,  Mr.  Wortley,  Mr.  Mol- 
lohan,  and  Mr.  Boucher. 

H.R.  5488:  Mr.  Lagomarsino.  and  Mr. 
Matsui, 

H.R.  5549:  Mr.  Watkins,  Mr.  McCurdy, 
Mr.  CoELHO,  and  Mr.  Dorgan  of  North 
Dakota. 

H.J.  Res.  87:  Mr.  Staggers. 

H.J.  Res.  133:  Mr.  Mack,  Mrs.  Johnson, 
and  Mr.  Oberstar. 

H.J.  Res.  244:  Mr.  Price  and  Mr.  Evans  of 
Iowa. 

H.J.  Res.  438:  Mr.  Boucher.  Mr.  Regula 
Mr.  Bates,  Mr.  Zschau,  Mr.  Sabo,  Mr, 
Stump,  Mr.  Spence,  Mr.  Rose,  Mr.  Kasten 
MEIER,  and  Mr.  Hartnett. 

H.J.  Res.  550:  Mr.  McKinney,  Mr.  Hefner 
Mrs.  Holt,  Mr.  Kanjorski,  Mr.  Kasich,  Mr 
Jones  of  North  Carolina,  Mr.  MacKay,  Mr 
McDade,  Mr.  McHuGH,  Mr.  Hughes,  Mr 
Matsui,  Mr.  Monson,  Mr.  Murphy,  Mr.  Per 
kins,  Mr.  Richardson,  Mr.  Roe,  Mr.  Sabo 
Mr.  Scheuer,  Mr.  McCloskey.  Mr.  Schu 
MER.  Mr.  Snyder.  Mr.  Spratt,  Mr.  Trafi 
CANT,  Mr.  Price.  Mr.  Kolter,  Mr.  Yatron 
and  Mr.  Bustamante. 

H.J.  Res.  602:  Mr.  English.  Mr.  Dymally 
Mr.  Moody,  Mr.  Strang,  Mrs.  Kennelly 
Ms.  Snowe,  Mr.  McMillan.  Mr.  Dixon,  Mr, 
Hammerschmidt,  Mr.  Hopkins,  Mr.  Morri 
son  of  Connecticut.  Mr.  Tauke,  Mr.  Darden, 
Mr.  Kemp.  Mr.  Murphy,  Mr.  Clay,  Mr.  Sabo 
Mr.  Sunia,  Mr.  Porter,  Mr.  Pauntroy.  Mr, 
Kolter.  Mr.  Moore,  Mr.  Skelton,  Mr 
Savage,  Mr.  McEwen.  Mr.  F^ank.  Mr.  An 
thony.  Mr.  Boland,  Mr.  Stokes,  Mr.  Chap 
PELL.  Mr.  MuRTHA,  Mr.  Loeffler,  Mr.  Kas 
tenmeier.  Mr.  Vander  Jagt,  Mr.  DioGuardi 
Mr.  Henry.  Mr.  Evans  of  Iowa,  Mr.  Miller 
of  California,  Mr.  Siljander,  Mr.  Roberts 
Mr.  Perkins.  Mr.  Tauzin,  Mr.  Manton.  Mr 
Lehman  of  Florida.  Mr.  Lewis  of  California, 
and  Mr.  Callahan. 

H.J.  Res.  645:  Mr.  Levin  of  Michigan  and 
Mr.  Monson. 

H.J.  Res.  677:  Mr.  Bryant.  Mr.  Fields,  Mr. 
Bartlett.  Mr.  Mrazek.  Mr.  Kostmayer,  Mr. 
Coble.  Mr.  Lipinski,  Mr.  Early.  Mr.  Kind- 
ness. Mr.  Clay,  Mr.  Tauke,  Mr.  Waxman, 
Ms.  Kaptur,  Mr.  Bilirakis,  Mr.  Rangel,  Mr. 
Livingston.  Mr.  Henry.  Mr.  Crockett.  Mr. 
Ford  of  Michigan,  Mr.  Tallon,  Mr.  Ben- 
nett, Mr.  Levin  of  Michigan,  Mr.  Edgar, 
Mrs.  Long,  Mr.  Badham,  Mr.  Rudd,  and  Mrs. 
Martin  of  Illinois. 

H.J.  Res.  706:  Mr.  Lipinski,  Mr.  Kolbe, 
Mr.  FuQUA,  Mr.  Green,  Mr.  McEwen,  and 
Mr.  Stokes. 
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JUDICIAL  REVIEW:  ABSOLUTELY 
(BUT  MAYBE  NOT) 


HON.  G.V.  (SONNY)  MONTGOMERY 

of  MISSISSIPPI 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 

Mr.  MONTGOMERY.  Mr.  Speaker,  those  of 
us  who  serve  in  public  office  are  often  con- 
fronted with  difficult  decisions.  We  are  tempt- 
ed at  times  to  agree  with  both  sides  of  an 
issue.  However,  the  public,  and  particularly  the 
press,  holds  us  accountable  and  discourages 
us  from  taking  the  easy  way  out  on  hard 
issues.  As  public  officials,  we  are  bound  to 
make  the  hard  choices. 

Evidently,  there  is  no  such  burden  on  edito- 
rial writers.  For  some,  hard  choices  and  con- 
sistency take  a  back  seat.  As  an  example,  let 
me  compare  two  editorials  concerning  veter- 
ans issues  that  have  appeared  in  the  New 
York  Times  within  the  past  3  months. 

Recently,  the  Times  commented  on  the 
delay  in  the  settlement  of  the  litigation  brought 
by  veterans  against  the  chemical  companies 
which  manufactured  the  defoliant  used  in  Viet- 
nam, agent  orange.  As  I  read  the  editorial,  its 
logic  is  as  follows: 

First,  there  is  little  evidence  that  agent 
orange  has  caused  disease  among  veterans 
who  served  in  Vietnam. 

Second,  the  attorneys  who  brought  the  suit 
against  the  manufacturers  of  agent  orange  de- 
pended on  fears,  not  facts— "on  their  ability  to 
haunt  a  jury  with  a  parade  of  injuries  and  on 
the  fear  of  the  chemical  companies  and  their 
insurers  that  however  many  cases  they  might 
win,  they  could  not  afford  to  fight  them  all." 

Third,  the  settlement  in  this  case  was  the 
result  of  a  seasoned  judge  who  encouraged 
the  companies  to  settle  with  the  veterans 
even  though  there  was  no  evidence  that 
agent  orange  caused  maladies  or  birth  defects 
in  the  offspring  of  Vietnam  veterans.  The 
judge  also  correctly  reduced  the  attorneys' 
outrageous  fee  requests  from  $40  to  $9  mil- 
lion. 

Fourth,  despite  the  greed  of  the  lawyers 
and  the  lack  of  proof,  the  Times  supports  a 
prompt  approval  of  the  settlement,  without 
any  further  appeals  or  delays,  as  the  only  "eq- 
uitable solution,"  the  only  way  to  ensure  that 
the  veterans  get  some  money. 

The  Times  concludes  that  the  courts  are 
not  well  equipped  to  administer  claims  for  dis- 
ability benefits  from  a  large  group  of  persons, 
such  as  veterans  who  may  have  been  ex- 
posed to  agent  orange.  According  to  the 
Times,  the  system  used  by  the  courts  just  isn't 
designed  for  resolving  such  claims. 

Mr.  Speaker,  only  2  months  eariier,  the 
Times  endorsed  a  change  in  the  process  used 
by  the  Federal  Government  to  decide  veter- 
ans' disability  claims.  The  change  which  the 
Times  endorsed  would  allow  a  dissatisfied  vet- 
eran and  his  attorney  to  go  to  court  to  reverse 


the  VA's  decision.  What  would  result  is  that 
veterans  with,  sympathetic  cases,  or  those 
cases  which  were  not  vigorously  defended  by 
U.S.  attorneys,  would  receive  benefits.  The 
same  pressures  which  forced  the  settlement 
of  the  claims  against  the  chemical  companies 
would  force  the  United  States  to  settle  many 
other  cases,  regardless  of  their  merit.  If  this 
change  in  the  present  adjudication  procedure 
were  enacted,  cases  involving  more  severe 
and  dramatic  disabilities  would  run  the  full 
gamut  of  the  legal  process,  the  same  process 
the  Times  describes  as  inadequate  to  resolve 
claims  by  groups  of  persons  who  are  injured 
or  contract  disease  through  no  fault  of  their 
own. 

One  might  well  ask  who  would  benefit  from 
the  change  endorsed  by  the  Times?  Some  de- 
serving veterans  might,  at  least  at  first,  as 
would  some  nondeserving  veterans.  But  who 
could  tell  whether  the  judgment  in  a  particular 
case  was  really  fair? 

What  the  advocates  of  judicial  review  often 
ignore  is  the  fact  that  the  judiciary  that  inter- 
preted the  Constitution  in  a  way  that  outlawed 
segregated  schools  is  the  same  institution  that 
enforced  the  fugitive  slave  laws.  As  a  distin- 
guished law  professor  from  Yale  University 
pointed  out  in  his  testimony  before  our  com- 
mittee, the  debate  over  whether  and  how  vet- 
erans who  were  exposed  to  agent  orange  in 
Vietnam  should  be  compensated  does  not  jus- 
tify a  move  toward  general  judicial  review  of 
all  VA  decisions. 

The  executive  director  of  the  Disabled 
American  Veterans  recently  wrote  that  public 
policy  with  respect  to  veterans  whose  claims 
have  been  denied  should  be  resolved  in  the 
Congress,  in  a  democratic  manner,  after  hear- 
ing the  views  of  as  many  Informed  parties  as 
possible.  While  some  groups  think  it  is  neces- 
sary to  hire  paid  lobbyists  to  persuade  the 
press  and  Members  of  the  Congress  of  the 
correctness  of  their  cause,  the  views  of  the 
veterans  who  served  are  the  voices  that  are 
most  clearly  heard  in  our  committee. 

Mr.  Speaker,  some  critics  charge  that  the 
existing  system  is  perhaps  overgenerous, 
while  proponents  for  judicial  review  of  veter- 
ans' claims  complain  that  the  current  adjudi- 
cation procedure  prevents  too  many  veterans 
from  receiving  benefits  for  disease  or  disability 
incurred  in  the  service  of  their  country.  The 
value  of  expanded  judicial  review  of  VA  dis- 
ability determinations  often  depends  on  the 
perspective  of  the  commentator.  I  support  a 
system  that  gives  veterans  the  benefit  of  the 
doubt.  I  just  don't  think  that  the  courts  are  any 
better  at  reaching  a  just  resolution  of  veter- 
ans' claims  than  the  VA.  It  would  appear  from 
the  following  two  editorials  that  the  Times 
would  like  to  have  It  both  ways.  Unfortunately, 
such  luxury  Is  not  available  to  Members  who 
serve  in  the  U.S.  House  and  Senate. 


[Prom  the  New  York  Times.  July  16,  1986] 

Some  Veterans  Deserve  a  Day  in  Court 

A  veteran  who  feels  shortchanged  by  the 
Veterans  Administration  as  it  distributes 
$15  billion  in  benefits  each  year  cannot  nor- 
mally take  the  agency  to  court.  Many  veter- 
ans accept  the  denial  of  judicial  review  in 
the  belief  that  the  Veterans  Administra- 
tion's internal  review  process  is  fair  enough. 
But  Vietnam  veterans  call  it  unfair.  Con- 
gress should  heed  their  complaint. 

Judicial  review  for  veterans'  benefit 
claims  was  prohibited  to  hold  dowTi  Govern- 
ment costs  during  the  Great  Depression.  A 
veteran  who  seeks  to  secure  benefits  goes 
first  to  a  regional  board.  If  no  satisfactory 
settlement  is  reached,  the  case  goes  to  the 
Board  of  Veterans  Appeals,  which  approves 
fewer  than  14  percent  of  the  45,000  claims  it 
hears  annually.  Only  claims  raising  consti- 
tutional issues  may  go  on  to  court. 

The  Veterans  Administration,  however, 
may  sue  veterans  who  receive  excessive  ben- 
efits, a  right  that  it  invokes  against  35.000 
veterans  each  year.  Even  defending  against 
such  suits  amounts  to  lopsided  justice.  A 
Federal  law  dating  to  the  Civil  War  limits 
lawyers'  fees  in  veterans'  cases  to  $10. 

Nevertheless,  traditional  lobbies  like  the 
American  Legion  and  Disabled  American 
Veterans  defend  the  current  system.  They 
say  most  cases  are  settled  well  before  they 
reach  the  final  appeal  stage.  Review  by  Fed- 
eral courts,  they  fear,  would  turn  the 
present  informal  system  into  a  more  adver- 
sarial and  costly  process. 

The  Vietnam  Veterans  of  America,  howev- 
er, presses  for  the  right  to  go  to  court.  It  be- 
lieves recent  veterans  now  fare  worse  than 
older  veterans,  particularly  on  claims  for 
post-traumatic  stress  disorders.  Their  plea 
has  met  with  considerable  sympathy  in  Con- 
gress. Bills  that  would  honor  it  have  passed 
the  Senate  three  times,  but  have  been 
blocked  by  the  chairman  of  the  House  Vet- 
erans Affairs  Committee.  G.V.  Montgomery. 

Several  members  of  the  House  Committee 
propose  a  law  that  would  codify  the  regula- 
tions now  relied  on  by  the  Veterans  Admin- 
istration and  permit  the  courts  to  reverse 
the  agency  only  when  its  decisions  are 
judged  arbitrary.  They  would  retain  the  $1T) 
fee  limit  when  lawyers  represent  veterans 
before  the  Veterans  Administration  but 
permit  more  reasonable  fees  for  representa- 
tion in  court.  That  sounds  like  a  fair  com- 
promise. 

[From  the  New  York  Times.  Sept.  4.  19861 
Agent  Orange— Let  It  Lie 

The  vexed  case  of  Agent  Orange  has  been 
laid  almost  to  rest  by  a  solution  that  is 
almost  a  lie.  But  now.  at  the  last  minute, 
the  U.S.  Court  of  Appeals  for  the  Second 
Circuit  seems  poised  to  overthrow  Federal 
Judge  Jack  Weinstein's  elegantly  contrived 
solution  with  a  narrow  insistence  on  the 
truth.  That  would  be  an  error  that  would 
fruitlessly  prolong  Vietnam  veterans'  tor- 
mented search  for  solace. 

The  veterans  came  home  from  a  war  no 
one  wanted  to  hear  alwut.  With  reason, 
many  resented  the  neglect.  They  were  too 
prone  to  believe  a  rumor,  beginning  years 


•  This  "bullet"  symbol  identifies  statements  or  insertions  which  are  not  spoken  by  a  Member  of  the  Senate  on  the  floor. 
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after  the  wars  end.  that  Agent  Orange,  the 
herbicide  sprayed  in  Vietnam,  was  the  cause 
of  many  of  their  illnesses.  An  avid  legion  of 
tort  lawyers  stoked  their  fears  and  filed 
thousands  of  suits  against  the  herbicide's 
makers. 

The  medical  case  against  Agent  Orange  is 
but  shadow.  True,  the  herbicide  contained 
minute  amounts  of  dioxin.  a  potent  poison. 
But  poisoning  depends  on  dose  as  well.  In  10 
years,  across  six  million  acres,  just  368 
pounds  of  dioxin  were  sprayed.  Could  the 
faint  residues  surviving  in  the  soil  and  water 
of  Vietnam  somehow  get  into  troops  in 
quantities  to  cause  disease?  Conceivable,  but 
far  from  likely.  The  veterans  have  no  obvi- 
ous symptoms  for  which  dioxin  might  be 
the  explanation.  Their  diseases  so  far  seem 
to  be  the  same  as  other  people's.  The  pilots 
who  sprayed  Agent  Orange  were  far  more 
exposed  than  any  ground  troops,  but  they 
too  have  shown  no  unusual  pattern  of  dis- 
ease. 

The  Agent  Orange  lawyers  depended  not 
on  facts  but  fears— on  their  ability  to  haunt 
a  jury  with  a  parade  of  injuries  and  on  the 
fear  of  the  chemical  companies  and  their  in- 
surers that  however  many  cases  they  might 
win,  they  could  not  afford  to  fight  them  all. 
Sure  enough,  the  companies  were  happy  to 
buy  their  way  out  of  an  avalanche  of  litiga- 
tion with  a  $180  million  settlement,  and  the 
lawyers  filed  to  cream  off  some  $40  million 
in  fees. 

But  they  hadn't  reckoned  with  a  judge 
who  both  understood  their  manipulations  of 
the  tort  system  and  was  prepared  to  impose 
his  own  conception  of  justice.  First.  Judge 
Weinstein  reduced  the  lawyers'  fees  to  $9 
million.  Then,  saying  they  had  not  proved 
causation,  he  rules  that  all  severely  diseased 
veterans  should  be  eligible  for  a  share  of 
the  settlement.  B"t  to  keep  the  payouts  rea- 
sonably substantial,  he  also  made  the  likely 
degree  of  exposure  to  Agent  Orange  a  crite- 
rion. As  the  veterans'  groups  desired,  he 
proposed  creating  a  fund  to  provide  services 
to  families  with  birth  defects. 

The  veterans  are  eager  to  start  benefiting 
from  Judge  Weinstein's  plan.  But  their  law- 
yers, contrary  to  the  veterans'  interests, 
have  now  appealed  it.  And  the  appellate 
court  seems  clearly  tempted  to  reject  the 
plan  and  require  that  causation  must  be 
proved.  That  is  a  recipe  for  the  chaos  the 
plan  was  meant  to  avert.  Instead  of  compen- 
sating the  whole  class  of  disabled  veterans, 
the  settlement  fund  would  go,  after  further 
long  delay,  to  those  who  drew  sympathetic 
juries. 

Since  there's  still  no  proof  that  any  veter- 
an was  actually  harmed  by  Agent  Orange,  it 
is  surely  better  to  use  the  money  to  help  the 
larger  group.  Judge  Weinstein's  plan  would 
resolve  the  Agent  Orange  nightmare,  now 
eight  years  in  the  making— even  though  in 
denying  causation  it  flouts  a  basic  premise 
of  tort  law.  The  circumvention  is  necessary 
to  an  equitable  solution.  The  courts  do  not 
usually  do  well  in  handling  mass  tort  cases 
like  this  one.  It's  the  tort  system  that  needs 
changing,  not  Judge  Weinstein's  innovation 
and  careful  solution. 
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HON.  ROBERT  GARCIA 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 

Mr.  GARCIA.  Mr.  Speaker,  my  friend  and 
colleague  from  the  North  Atlantic  Assembly, 
Mr.  Glanfranco  Astori,  an  Italian  Member  of 
Parliament,  wrote  an  excellent  essay  on  how 
to  improve  the  fiuman  rights  provisions  of  the 
Helsinki  Accords  for  the  International  Herald 
Tribune. 

As  Chairman  of  the  Assembly's  Civilian  Af- 
fairs Committee's  Subcommittee  on  the  Free 
Flow  of  Information  and  People,  Mr.  Astori  at- 
tended the  recent  CSCE  review  conference  in 
Bern,  Switzerland.  In  his  essay,  Mr.  Astori  de- 
scribes the  progress  and  problems  of  the 
CSCE  process,  particularly  with  regard  to  the 
human  rights  provisions.  I  am  inserting  that 
essay  in  the  Record  for  my  colleagues'  pe- 
rusal. I  am  certain  that  they  will  find  it  as  en- 
lightening as  I  have. 

In  addition,  I  would  like  to  mention  that  the 
Subcommittee  on  the  Free  Flow  of  Informa- 
tion and  People  is  visiting  Washington  this 
week  for  a  series  of  meetings  to  discuss 
human  rights  in  an  East-West  context.  I  would 
like  to  welcome  them  to  Washington  on  behalf 
of  myself  and  my  colleagues. 

[Prom  the  International  Herald  Tribune] 

For  Cooperation  To  Improve  the  Helsinki 
Process 

(By  Gianfranco  Astori) 
(The  writer,  a  Christian  Democratic 
member  of  the  Italian  Parliament,  is  chair- 
man of  the  Subcommittee  on  the  Free  Flow 
of  Information  and  People  of  the  Civilian 
Affairs  Committee  of  the  North  Atlantic  As- 
sembly.) 

Brussels.- Despite  the  less  than  encour- 
aging outcome  of  the  recent  review  confer- 
ence in  Bern  of  the  Commission  on  Security 
and  Cooperation  in  Europe,  during  which 
the  United  States  vetoed  a  compromise  reso- 
lution presented  by  neutral  participants, 
some  lessons  may  be  drawn  from  events  sur- 
rounding the  six-week  session  especially  in 
the  area  of  increasing  public  participation 
in  the  Helsinki  process. 

As  a  member  of  the  North  Atlantic  Assem- 
bly, the  interparliamentary  organization  of 
NATO.  I  participated  in  meetings  between 
alliance  parliamentarians  and  diplomats  del- 
egated to  the  conference. 

It  is  now  11  years  since  35  countries— from 
Eastern  and  Western  Europe,  the  United 
States  and  Canada— signed  the  Helsinki 
Pinal  Act.  The  act  provided  a  means  for 
Western  countries  to  encourage  change  in 
Eastern  Europe  by  improving  human  rights 
and  enhancing  the  flow  of  information  and 
people.  It  also  served  to  recognize  as  inviola- 
ble the  postwar  borders  of  Eastern  Europe. 
Western  expectations  for  positive  change 
have  waned  since  the  heyday  of  detente,  but 
the  Helsinki  process  has  nevertheless  been 
successful  in  some  areas  of  human  rights. 
Although  the  halcyon  days  of  Solidarity  are 
over,  public  opinion  in  Poland  still  finds 
more  voice  than  it  could  ever  have  found  in 
the  10s.  Hungary,  too.  has  relaxed  restric- 
tions on  public  expression  and  eased  free- 
dom of  movement.  But  improvement  has 
been  piecemeal  at  best.  Human  rights  viola- 


tions remain  the  norm,  not  the  exception,  in 
East  Bloc  countries. 

As  chairman  of  the  North  Atlantic  Assem- 
bly's Subcommittee  on  the  Free  Flow  of  In- 
formation and  People.  I  sought  to  arrange 
our  recent  meetings  in  Bern  to  highlight  a 
key  aspect  of  the  Helsinki  process:  that  of 
participation  by  citizens.  The  Helsinki  proc- 
ess is  about  not  only  fostering  diplomatic 
contacts  but  also  expanding  people-to- 
people  ties. 

With  its  frequent  meetings,  the  CSCE 
process  already  affords  citizens  a  chance  to 
influence  human  rights.  They  cannot  actu- 
ally participate  in  the  talks,  but  many  citi- 
zen groups  observe  meetings.  The  parlia- 
mentary participation  in  the  CSCE,  which 
my  subcommittee  is  seeking  to  foster,  would 
encourage  more  public  activism  in  human 
rights  issues. 

This  is  such  an  important  aspect  of  the 
CSCE  process  that  the  Soviet  Union  is 
trying  to  keep  meetings  closed  to  observers. 
The  U.S.  Congress's  CSCE  commission  par- 
ticipated in  the  Bern  talks.  Canada  and 
Norway  also  include  parliamentarians  in 
their  CSCE  delegations. 

If  the  West's  goal  in  the  Helsinki  process 
is  to  protect  human  rights  in  the  short  term 
and  to  achieve  longer-term  transcendence  of 
East-West  divisions  in  Europe,  diplomats  on 
both  sides  must  avoid  approaching  human 
rights  in  a  bloc-to-bloc  fashion.  In  the  past, 
this  approach  has  only  reinforced  existing 
barriers.  Western  human  rights  policy  must 
be  more  flexible  and  varied. 

One  of  the  achievements  of  the  last  few 
years  has  been  the  "Europeanization"  of 
Eastern  Europe.  During  the  Bern  meeting 
the  language  used  by  the  Soviet  delegates 
was  echoed  only  by  the  Bulgarian  delega- 
tion. One  of  the  sad  aspects  of  the  U.S.  deci- 
sion to  block  adoption  of  a  document  at  the 
last  moment  has  been  that  such  Europeani- 
zation  has  not  been  encouraged. 

Contacts  at  the  parliamentary  level  would 
decentralize  the  Helsinki  process.  While  not 
seeking  to  compete  with  national  govern- 
ments, legislators  can  nevertheless  endow 
the  CSCE  review  process,  and  human  rights 
monitoring  in  general,  with  much  needed 
flexibility. 

Ultimately,  complementary  roles  exist  for 
governments,  parliaments  and  the  public.  In 
combination,  these  three  forces  may  indeed 
form  a  structure  conducive  to  creative  diplo- 
macy. 

Naturally,  there  are  far  more  facets  to 
Western  relations  with  the  East  than 
human  rights.  But  when  discreet  govern- 
ment initiatives  fail  to  secure  the  release  of 
prisoners  of  conscience  and  when  Eastern 
governments  persist  in  attacking  religious 
and  artistic  freedom,  national  parliaments 
can  step  in  as  consciousness  raisers.  They 
are  in  a  unique  position  to  cultivate  human 
rights  groups  which,  in  turn,  can  monitor 
compliance  with  Helsinki's  human  rights 
provision. 

But  for  parliaments  to  participate  effec- 
tively in  the  Helsinki  process,  they  must 
neces-sarily  be  well  apprised  of  developments 
on  the  human  rights  front.  The  U.S.  Con- 
gressional Commission  on  Security  and  Co- 
operation in  Europe,  with  which  my  sub- 
committee regularly  meets,  provides  an  ex- 
cellent example  of  how  legislatures  may  be 
kept  up-to-date  on  Helsinki-process  develop- 
ments. The  U.S.  panel  provides  an  example 
for  all  NATO  legislatures  in  establishing 
their  own  such  organizations.  Such  commit- 
tees would  provide  channels  for  human 
rights-oriented  groups  to  make  their  influ- 
ence  felt   in   governmental    policy-making. 
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They  would  also  act  as  a  spur  on  govern- 
ments to  improve  their  own  policies. 

However,  parliamentary  participation  can 
and  should  go  beyond  the  mere  creation  of 
parliamentary  CSCE  committees.  National 
legislators  can  also  act  as  observers  or  even 
participants  in  the  CSCE  human  rights  or 
cultural  review  meetings. 

The  work  of  the  Subcommittee  on  the 
Free  Flow  of  Information  and  People  repre- 
sents only  a  small  step  in  the  right  direc- 
tion. However,  through  this  body  the  assem- 
bly can  exert  more  influence  on  national 
parliaments  through  its  members  in  order 
to  work  toward  the  establishment  of  an  alli- 
ance-wide process  of  parliamentary  monitor- 
ing. The  end  result  can  only  be  an  improve- 
ment of  the  Helsinki  process  with  increased 
participation  by  the  people  and  better  treat- 
ment for  those  currently  deprived  of  their 
rights. 


PEACE  CORPS:  CELEBRATING  25 
YEARS  OF  DEDICATION  TO  HU- 
MANITY 


HON.  NICHOLAS  MAVROULES 

OF  MASSACHUSETTS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 

Mr.  MAVROULES.  Mr.  Speaker,  I  rise  today 
to  recognize  a  program  in  which  all  Americans 
can  take  great  pride.  This  weekend  marks  the 
celebration  of  the  25th  anniversary  of  the 
Peace  Corps,  a  program  which  has  built  a  tra- 
dition of  friendship,  peace,  and  dedication  to 
humanity. 

Twenty-five  years  ago.  President  John  F. 
Kennedy  made  a  commitment  to  a  "Peace 
Corps  of  talented  young  men  and  women 
*  *  *  to  serve  the  great  Republic  and  serve 
the  cause  of  freedom."  Today,  the  Peace 
Corps  still  embodies  the  spirit  of  cooperation 
and  understanding  upon  which  it  was  founded. 

For  the  last  25  years,  more  than  120,000 
Americans  serving  as  Peace  Corps  volunteers 
in  nearly  90  Third  World  countries,  have  been 
sewing  threads  of  peace  and  friendship.  The 
responsibility,  challenges,  and  sense  of  inde- 
pendence which  Peace  Corps  volunteers  ex- 
perience positively  affect  these  individuals 
throughout  their  entire  lives.  My  own  experi- 
ence has  shown  me  that  returned  Peace 
Corps  volunteers  can  be  an  invaluable  asset 
to  most  organizations.  In  fact,  Cathy  Garman, 
staff  director  of  the  Small  Business  Subcom- 
mittee on  General  Oversight  and  the  Economy 
which  I  chair,  has  been  a  treasured  addition  to 
my  staff  for  a  number  of  years. 

Upon  this  occasion  of  the  Peace  Corps' 
silver  anniversary,  we  must  celebrate  not  only 
the  experience  of  all  those  Americans  who 
serve  or  have  served  as  volunteers,  but  also 
the  strengthening  of  the  bond  between  the 
peoples  of  the  United  States  and  the  Third 
World.  A  program  devoted  to  the  betterment 
of  mankind,  the  Peace  Corps  truly  provides  a 
service  to  humanity.  I  would  like  to  commend 
all  those  individuals  who  have  made  the 
Peace  Corps  a  success,  and  I  extend  my  best 
wishes  and  sincerest  hope  for  an  equally  suc- 
cessful and  productive  future. 


EXTENSIONS  OF  REMARKS 

ACID  RAIN  LEGISLATION 

HON.  SILVIO  0.  CONTE 

OF  MASSACHUSETTS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 

Mr.  CONTE.  Mr.  Speaker,  acid  rain  is  killing 
and  will  continue  to  kill  as  long  as  the  legisla- 
tive solution  to  this  problem  Is  bottled  up  in  a 
committee  of  this  House. 

Last  April,  a  bipartisan  group  of  our  col- 
leagues introduced  H.R.  4567,  a  well  bal- 
anced and  sensitive  Acid  Rain  Control  Pro- 
gram. Rather  than  mandating  expensive  tech- 
nologies, H.R.  4567  allows  each  State  to  de- 
velop its  own  least-cost  compliance  strategy. 
H.R.  4567  also  recognizes  the  regional  im- 
pacts inherent  in  any  solution  to  the  acid  rain 
problem.  The  bill  gives  States  the  opportunity 
to  preserve  high-sulfur  coal  jobs  while  ensur- 
ing that  residential  rates  Increase  no  more 
than  10  percent.  Finally,  the  bill  allows  Con- 
gress to  make  a  mid-course  correction  in  the 
program  if  one  is  warranted. 

Mr.  Speaker,  despite  the  171  House  co- 
sponsors  and  a  favorable  report  by  the  sub- 
committee, H.R.  4567  is  dying  a  slow  death  in 
the  full  Energy  and  Commerce  Committee.  If 
the  leadership  of  that  committee  is  sensitive 
to  the  economic  and  environmental  impact  of 
acid  rain,  then  the  House  of  Representatives 
will  be  given  the  opportunity  to  debate  and 
dispose  of  control  legislation  during  this  ses- 
sion of  Congress. 

Mr.  Speaker,  I'm  not  the  only  one  deeply 
concerned  about  this  issue.  Besides  my  col- 
leagues who  have  worked  hard  to  develop 
this  legislation,  national  and  local  environmen- 
tal organizations  together  with  the  millions  of 
Americans  that  they  represent  are  firmly  com- 
mitted to  pressing  for  acid  rain  control  in  this 
session  of  Congress.  For  the  Record,  I  will 
submit  a  letter  sent  to  each  Member  of  the 
House  from  the  League  of  Conservative 
Voters.  I  agree  with  the  assertion  contained  in 
this  letter.  Like  me,  "The  environmental  com- 
munity considers  acid  rain  to  be  the  most 
pressing  unaddressed  environmental  problem 
facing  President  Reagan  and  Congress." 

Mr.  Speaker,  I  urge  my  colleagues  to  join 
me  in  cosponsohng  H.R.  4567  and  urge  my 
good  friend  John  Dingell  to  give  the  House  a 
chance  to  vote  on  an  acid  rain  bill  before  we 
adjourn  and  close  the  99th  Congress. 
League  of  Conservation  Voters, 

September  16,  1986. 
House  of  Representatives, 
Washington,  DC. 

Dear  Representative:  I  want  to  let  you 
know  that  the  League  of  Conservation 
Voters  will  very  likely  make  an  important 
change  in  the  way  that  we  compile  our 
annual  voting  chart  and  calculate  the  "LCV 
environmental  rating"  for  each  Representa- 
tive for  1986. 

The  League's  Voting  Chart  and  Executive 
Committees  will  recommend  to  the  Board  at 
its  October  3rd  meeting  that  we  list  on  the 
chart— and  count  in  calculating  the  LCV 
score— whether  each  Representative  cospon- 
sored  the  Acid  Deposition  Control  Act  of 
1986.  H.R.  4567.  Historically,  cosponsorship 
of  a  significant  environmental  bill  was 
shown  in  a  separate  column  "for  informa- 
tion purposes  only",  and  not  used  in  calcu- 
lating individual  scores. 
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The  League  plans  to  take  this  unusual 
step  because,  in  the  probable  absence  of  a 
floor  vote,  it  is  the  only  way  to  ensure  that 
those  who  take  a  public  stand  for  acid  rain 
controls  gain  appropriate  credit  for  their 
action.  H.R.  4567  is  the  only  acid  rain  bill  in 
the  House  of  Representatives  endorsed  by 
the  environmental  community. 

The  environmental  community  considers 
acid  rain  to  be  the  most  pressing  unad- 
dressed environmental  problem  facing  Presi- 
dent Reagan  and  Congress.  As  the  electoral 
voice  of  Americas  environmental  move- 
ment, the  League  wishes  to  give  proper  rec- 
ognition to  those  members  of  the  House 
who  have  joined  the  fight  against  acid  rain 
by  cosponsoring  H.R.  4567. 

Cosponsors  of  H.R.  4567  would  be  credited 
with  the  same  number  of  'points"  given  for 
each  pro-environmental  vote  on  the  House 
floor  in  the  League's  1986  environmental 
rating.  Representatives  who  do  not  cospon- 
sor  this  bill  would  lose  the  same  number  of 
■points"  from  their  score.  Thus,  if  approved 
by  our  Board,  formal  cosponsorship  of  H.R. 
4567  would  be  given  equal  weight  to  an 
actual  House  floor  vote. 

I  wanted  to  give  you  advance  notice  of 
this  change,  since  it  will  affect  the  environ- 
mental voting  record  of  each  Member  of  the 
House.  Should  you  have  any  comments.  I 
will  certainly  share  them  with  our  Board 
members. 

Sincerely  yours. 

Alden  Meyer. 
Executive  Director. 


ESSAY       WINNERS: 
MIND-HEALTHY 
DRUGS" 


■  "HEALTHY 
BODY-NO 


HON.  WILLIAM  E.  DANNEMEYER 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 

Mr.  DANNEMEYER.  Mr.  Speaker,  it  is  dis- 
turbing to  know  that  many  grade  school  chil- 
dren are  becoming  Involved  In  abusing  drugs. 
In  an  effort  to  educate  our  young  people, 
teachers  throughout  the  country  are  encour- 
aging their  students  to  speak  out  against  the 
use  of  drugs.  Sixth  grade  students  were  asked 
to  contribute  their  thoughts  about  the  effects 
of  drug  abuse  in  a  competition  which  Involved 
writing  an  essay  entitled,  "What  I  Would  Do  If 
Offered  Drugs  and  as  a  Good  Citizen,  How  I 
Can  Help  my  Community." 

Five  sixth  grade  students  from  schools 
throughout  my  congressional  district  were  se- 
lected as  winners  in  the  local  essay  competi- 
tion. One  of  these  five  essays  was  entered 
into  the  national  competition.  Andrew  Hoffman 
was  selected  from  the  five  local  winners.  The 
national  winner  will  be  invited,  with  his  or  her 
parents,  to  visit  Congress,  the  White  House, 
and  to  participate  in  the  1987  Cherry  Blossom 
Festival. 

I  am  pleased  to  see  teachers  and  students 
joining  together  in  the  crusade  against  drug 
abuse.  Following  are  the  remarks  of  those  five 
students  selected  as  winners  from  my  con- 
gressional district: 

(1)  Andrew  Hoffman:  St.  Norbert  School; 
Orange.  CA:  Mrs.  Biale/Mrs.  Young,  teach- 
ers: Sister  Prances  O'Leary.  principal. 

I  would  say  no.  Some  people  tell  you  that 
some  drugs  aren't  bad  for  you.  They're  all 
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bad  for  you.  Drugs  can  ruin  your  body. 
They  can  kill  your  brain  cells.  You  would 
have  to  be  really  dumb  to  take  drugs.  It 
would  be  very  hard  to  say  no.  but  I  would. 
To  be  a  good  citizen  I  have  to  be  a  good 
leader.  I  also  have  to  l)e  a  good  follower.  I 
have  to  follow  the  laws  to  make  my  commu- 
nity a  better  place  in  which  to  live.  But  I 
can  be  a  good  leader  by  improving  the  laws 
that  people  have  made  for  us. 

(2)  Jennifer  Romo;  St.  Marys  School:  Pul- 
lerton.  CA:  Sister  M.  Mulhern.  teacher; 
Sister  JoAnne  Eannareno.  principal. 

If  I  were  offered  drugs  I  would  say  "No!" 
and  ignore  the  person.  I  wouldn't  take  drugs 
because  I  don't  want  to  ruin  my  life  when  it 
just  started.  I  think  people  who  sell  and 
take  drugs  are  airheaded— or  soon  to  be— if 
they  keep  using  drugs. 

To  be  a  good  citizen  I  can  follow  the  rules 
for  crossing  streets  and  riding  bikes.  I  will 
not  litter  and  pick  up  litter  at  parks  so  it 
will  be  a  clean  and  enjoyable  place  to  go.  I 
could  take  the  drug  program  my  community 
offers— and  live  by  it! 

(3)  Tiffany  Everett;  Dr.  Albert  Schweitzer 
School;  Anaheim,  CA;  Ann  Morris,  teacher; 
John  A.  Allison,  principal. 

If  I  were  offered  drugs  I  wouldn't  take 
them.  I  would  tell  the  pusher  dope  was 
dumb.  All  dope  does  is  mess  up  your  brain 
and  make  you  do  things  you  don't  want  to 
do.  I  would  walk  away  and  try  to  avoid 
those  who  were  selling  the  drugs. 

As  a  good  citizen  I  would  go  to  schools  and. 
talk  about  drugs.  I'd  open  a  place  where 
people  who  are  hooked  on  unprescribed 
drugs  could  get  help.  I  would  start  a  school 
for  people  who  want  to  help  others  who  are 
hooked  on  drugs. 

(4)  Due  Pham;  Maxwell  School:  Anaheim. 
CA;  Miss  Kathy  Duncan,  teacher:  George 
Busdeicker,  Jr..  principal. 

I  would  say  no,  and  tell  the  guy  who  of- 
fered me  it  if  he  thinks  he  is  being  smart  by 
taking  the  drugs.  I  would  tell  him  if  I  had  a 
chance  of  picking  a  best  friend  he  wouldn't 
be  on  the  list.  Then  Id  tell  him  not  to  kill 
himself. 

I  can  help  by  not  taking  drugs,  and  have 
signs  up  saying  that  we  kids  are  the  future 
for  our  country.  Our  country  needs  kids 
that  grow  up  to  be  something,  but  it's  not 
for  kids  who  take  drugs. 

(5)  Melissa  Masinsin;  Pacific  Drive  Ele- 
mentary School;  PuUerton,  CA:  Mr.  Alvin 
Maynard,  teacher;  Mrs.  Adeline  Civretta. 
principal. 

If  I  was  ever  offered  drugs,  I  wouldn't 
take  them.  I  know  what  drugs  could  do  to 
my  health  and  to  my  appearance.  It  could 
be  very  dangerous,  too.  A  lot  of  kids  and 
teen-agers  try  them  and  soon  they  begin  to 
depend  on  them  more  and  more.  I  will  never 
take  drugs,  even  if  my  friends  do. 

I  can  help  my  community  by  influencing 
younger  kids  not  to  take  drugs  and  alcohol 
because  they  are  bad  for  them.  They  are 
bad  for  their  bodies  and  their  health.  I  can 
also  try  to  talk  to  kids  that  are  older  than 
me  to  try  to  stop  them  from  getting  addict- 
ed to  drugs  so  that  we  could  have  a  better 
community. 


EXTENSIONS  OF  REMARKS 

NATHAN  HALE  DAY 


September  22,  1986 


HON.  SAM  GEJDENSON 

OF  CONNECTICUT 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 

Mr.  GEJDENSON.  Mr.  Speaker,  I  rise  today 
to  pay  tribute  to  a  great  American  hero, 
Nathan  Hale.  Hale,  who  was  born  in  Coventry, 
CT,  in  June,  1755,  was  one  of  the  greatest 
heros  of  the  American  Revolution.  After  grad- 
uating from  Yale  University  in  1773,  Nathan 
Hale  pursued  a  teaching  career  in  East 
Haddam  and  New  London  CT,  and  eventually 
became  active  in  the  movement  for  American 
liberty  and  independence. 

In  1775,  he  was  commissioned  a  lieutenant 
in  the  Army  by  the  General  Assembly  of  Con- 
necticut, and  by  January  1776  was  promoted 
to  captain,  serving  in  the  famed  "Knowlton's 
Rangers." 

In  September  of  1 776,  General  Washington 
needed  someone  to  gather  intelligence  about 
British  activities  in  New  York,  and  Nathan 
Hale  was  the  sole  volunteer  for  this  danger- 
ous assignment.  Disguised  as  a  schoolmaster, 
he  went  to  Long  Island,  made  sketches  of 
enemy  lines,  and  obtained  other  valuable  in- 
formation concerning  British  activities  in  New 
York.  En  route  back,  and  within  a  short  dis- 
tance of  friendly  lines.  Hale  v/as  captured  as  a 
spy.  A  British  general,  impressed  with  his  tal- 
ents, offered  to  spare  his  life  if  he  would  join 
the  British  in  fighting  the  Americans.  Hale  re- 
fused, and,  on  September  22,  1776,  was 
hanged.  His  well-known  last  words,  of  course, 
were  "I  only  regret  that  I  have  but  one  life  to 
lose  for  my  country." 

In  1985,  the  Connecticut  General  Assembly 
made  Nathan  Hale  the  official  Stale  hero,  an 
honor  well  befitting  the  sacrifice  made  by  this 
courageous  man.  This  legislation  was  passed 
through  the  efforts  of  Jonathan  L.  Johnson, 
Sr.  of  Groton,  CT,  who  serves  as  the  chair- 
man of  the  Hale  Hero  Committee  of  Connecti- 
cut. I  commend  Mr.  Johnson  for  his  efforts, 
and  join  with  him  and  all  other  residents  of  the 
State  of  Connecticut  in  paying  homage  today 
to  a  great  American,  Nathan  Hale. 


30th  1938,  the  leaders  of  Europe,  Chamber- 
lain, Daladier,  Hitler  and  Mussolini  met  in 
Munich  to  sign  a  treaty.  This  stipulated 
that  the  Germans  could  occupy  the  "predo- 
minaily  German  territory"  in  Czechoslova- 
kia, but  Hitler  annexed  the  whole  country 
and  World  War  II  broke  out.  On  his  return 
to  England,  Chamberlain  said  with  great 
joy:  "My  good  friends,  this  is  the  second 
time  in  our  history  that  there  has  come 
back  from  Germany  to  Downing  Street 
peace  with  honour.  I  believe  it  is  peace  in 
our  time. 

However  the  weakeness  shown  at  Munich 
had  disastrous  consequences.  The  only  one 
that  saw  what  really  happening,  was 
Churchill,  who  said:  "We  have  sustained  a 
total,  unmitigated  defeat  .  .  .  And  do  not 
suppose  that  this  is  the  end.  It  is  only  the 
beginning." 

So  the  result  of  the  agreement  of  Munich 
was  oppression  for  Europe  and  a  disastrous 
dictatorship,  which  cost  millions  of  innocent 
lives.  The  final  liberation  of  Europe  was  due 
to  the  "Allies".  The  bravery  of  these  sol- 
diers is  shown  by  the  following  words  by 
General  Patton:  "How  human  beings  could 
endure  this  continuous  fighting  at  sub-zero 
temperatures  is  still  beyond  my  comprehen- 
sion." On  December  22nd  1944,  when  the 
Germans  gave  General  McAuliffe  an  ultima- 
tum to  surrender  at  Bastogne.  he  replied 
with  only  one  word:  "Nuts".  Because  of  this 
perseverance,  the  Europeans  feel  gratitude 
to  the  "Allies"  for  restoring  there  liberty. 

Liberty  and  peace  are  nowadays  asssured 
by  NATO.  Since  the  foundation  of  this  or- 
ganization in  1949.  there  has  been  no  armed 
conflict  in  Europe.  This  time  of  peace  would 
not  have  lasted  without  a  great  military 
power  behind  us.  We  know  that  the  Soviets 
will  not  risk  war,  unless  they  are  sure  they 
can  win,  and  so  if  NATO  were  to  be  dis- 
solved, there  would  be  no  unified  force  to 
counter  a  Soviet  aggression.  We  must  not 
take  our  peace  and  freedom  for  granted! 
The  strength  of  NATO  prevents  us  from 
falling  once  more  under  the  control  of  a  dic- 
tatorship. 


CONGRATULATIONS  TO  NATO 
ESSAY  CONTEST  WINNER 


HON.  ROBERT  GARCIA 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22.  1986 

Mr.  GARCIA.  Mr.  Speaker,  Marc  Wantz,  a 
high  school  student  from  Luxembourg,  recent- 
ly won  an  essay  contest  on  the  importance  of 
NATO  to  the  United  States  and  Western 
Europe.  The  contest,  which  was  sponsored  by 
the  Atlantic  Council,  had  as  its  first  pnze  a  trip 
to  the  United  Stales. 

I  am  inserting  in  the  Record  Marc's  fine 
essay  for  my  colleagues'  perusal.  I  also  want 
lo  extend  lo  him  on  behalf  of  Congress  a 
hearty  welcome.  I  hope  he  finds  his  stay  both 
informative  and  rewarding. 

We  Are  Free  Because  You  Were  Strong 

History  shows  that  countries  are  invaded 
because  they  are  weak.  On  September  29th- 


THE  IMPORTANCE  OF  FLIGHT 
ATTENDANTS 


HON.  THOMAS  J.  DOWNEY 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 
Mr.  DOWNEY  of  New  York.  Mr.  Speaker,  I 
rise  today  to  pay  tribute  lo  the  flight  attend- 
ants in  this  Nation  whose  contribution  to  the 
safety  of  the  flying  public  can  not  be  exagger- 
ated. 

The  flight  attendant  has  too  often  been 
taken  for  granted  as  only  a  provider  of  crea- 
ture comforts.  Today,  tho  responsibilities  of 
ihe  flight  attendant  include  limited  to  monitor- ' 
ing  aircraft  safety,  handling  medical  emergen- 
cies, and  executing  evacuations  within  sec- 
onds. And  with  the  growing  number  of  terrorist 
attacks  aboard  airplanes,  it  is  the  flight  attend- 
ant thai  must  acl  as  a  buffer  t)etween  terror- 
ists and  their  victims,  putting  their  lives  on  the 
line  on  behalf  of  those  in  their  charge.  Trag- 
ically, they  are  often  victims  themselves. 

During  the  recent  terrorist  attack  aboard  a 
Pan  Am  flight,  it  was  the  cabin  crew  that  as- 
sumed charge  of  the  aircraft  and  responsibility 
for  the  passengers  after  the  three  ranking 
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crew  members  escaped  from  the  plane.  FAA 
policy  dictates  that  during  a  highjacking,  the 
cockpit's  responsibility  is  to  immobilize  the  air- 
craft by  exiting  if  possible.  This  highlights  the 
need  for  professional,  experienced  cabin  crew 
members,  capable  of  executing  their  responsi- 
bilities in  terrifying  and  dangerous  circum- 
stances. 

Recent  events,  however,  indicate  that  the 
airiine  industry  and  the  Federal  Government 
have  underestimated  the  invaluable  role  these 
women  and  men  play  in  protecting  our  lives. 

Nowhere  is  this  more  clearly  demonstrated 
than  at  Trans  World  Airlines.  TWA,  whose 
flight  attendants  on  the  infamous  flight  847, 
were  honored  for  their  outstanding  perform- 
ance during  that  flight's  highjacking,  were  the 
models  for  others  to  follow.  The  flight  attend- 
ants on  that  flight  performed  the  duties  they 
were  trained  to  do,  and  any  one  of  the  nearly 
50,000  American  flight  attendants  could  have 
risen  to  meet  the  grueling  demands  of  that  sit- 
uation. 

Yet  today,  nearly  5,000  of  these  proven 
heroes  at  TWA,  who  are  predominately  experi- 
enced career  women,  are  still  prevented  from 
returning  to  their  jobs  by  TWA  Chairman  Cart 
Icahn  precisely  because  of  their  experience. 
With  FAA  approval,  the  training  period  for 
their  replacements  was  reduced  from  5  weeks 
to  18  days.  These  diminished  standards  have 
led  to  at  least  five  mishandled  emergencies 
involving  TWA  aircraft  since  March  1986, 
when  the  labor  dispute  began.  Hundreds  of 
additional  safety  violations  have  also  been 
filed  with  the  FAA  by  the  flying  public.  Now, 
when  75  percent  of  TWA's  current  flight  at- 
tendant workforce  has  less  than  6  months  ex- 
perience, public  Interest  and  safety  continue 
to  be  jeopardized. 

It  is  time  that  this  Nation  recognize  the  im- 
portant contributions  flight  attendants  have 
made  to  airtlne  safety.  It  is  time  that  standards 
for  the  uniform  safety  training  of  flight  attend- 
ants be  established  and  that  we  certify  those 
individuals  successfully  completing  that  pro- 
gram. It  is  time  action  be  taken  to  stop  the 
blatant  discrimination  that  TWA's  flight  attend- 
ants have  endured.  It  is  time  that  the  dispute 
between  the  flight  attendants  and  TWA  be  re- 
solved, not  only  for  the  sake  of  fairness,  but 
so  the  confidence  of  the  flying  public  can 
once  again  be  restored  in  our  air  transport 
system. 


TRIBUTE  TO  REV.  JOSEPH  A. 
VIANO,  S.S.P. 


HON.  JAMES  A.  TRAHCANT,  JR. 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 

Mr.  TRAFICANT.  Mr.  Speaker,  I  would  like 
to  take  time  today  to  pay  tribute  to  Rev. 
Joseph  A.  Viano,  who  recently  celebrated  the 
50th  anniversary  of  his  ordination  to  the 
priesthood.  As  a  member  of  the  Society  of  St. 
Paul  since  1922,  Father  Viano  has  dedicated 
his  entire  life  to  the  society  and  the  good  work 
it  does.  Father  Viano  is  a  respected  member 
of  the  Canfield  community— which  is  in  my 
district— and  I  am  honored  to  pay  tribute  to 
such  an  outstanding  individual. 


EXTENSIONS  OF  REMARKS 

Father  Viano  is  a  native  of  Italy.  Upon  en- 
tering the  Society  of  St.  Paul  in  Alba,  Italy,  in 
1922,  Father  Viano  studied  at  Alba,  Rome, 
and  Fordham  University  in  the  Bronx,  NY.  He 
first  made  his  profession  of  vows  in  Alba,  Italy, 
in  1932.  He  was  ordained  a  priest  on  August 
15,  1936.  Shortly  after  being  ordained.  Father 
Viano  was  assigned  to  work  in  the  United 
States  by  the  founder  of  the  Society  of  St. 
Paul,  Rev.  James  Alberione.  This  began 
Father  Viano's  50  years  of  sen/ice  in  this 
country. 

Father  Viano's  wori<  took  him  Staten  Island, 
NY.  where  he  served  as  pastor  at  Our  Lady  of 
Pity  Church  from  1944  to  1949,  while  the' 
parish  was  entmsted  to  the  society.  He  then 
served  as  superior  of  the  Society  of  St.  Paul 
on  Staten  Island  from  1949  to  1952,  and 
again  from  1975  to  1982.  From  1968  to  1975 
he  served  as  superior  of  the  society  in  Can- 
field,  OH. 

Always  seeking  to  reach  to  those  in  need 
and  to  spread  the  work  and  teachings  of  the 
society.  Father  Viano  was  sent  to  Detroit  in 
1953  as  the  first  member  of  the  society  to 
open  a  new  house.  He  stayed  in  Detroit  for  1 0 
years,  serving  as  editor  of  an  English-Italian 
newspaper,  "Voice  of  the  People."  Every- 
where he  has  gone,  Father  Viano  has  dis- 
played a  rare  dedication  to  his  faith  and  to  his 
parishioners.  He  has  also  been  a  valuable 
community  member,  and  the  citizens  of  Can- 
field  will  be  forever  grateful  to  the  many  con- 
tributions he  has  made  to  that  community. 

Father  Viano  is  also  an  accomplished 
author,  having  several  books  published,  most 
recently,  a  book  entitled  "Two  Months  With 
Mary, "  released  in  1985.  Father  Viano's  50th 
anniversary  as  an  ordained  priest  was  cele- 
brated on  September  7,  1986,  at  the  Society 
of  St.  Paul  Chapel,  in  Canfield.  Additional 
celebrations  for  Father  Viano  were  on  Sep- 
tember 1 4  at  the  Society  of  St.  Paul  Chapel  in 
Dearborn,  Ml,  and  on  September  21  on  Staten 
Island  at  the  Society  of  St.  Paul  Chapel. 

In  closing,  I  would  like  to  express  my  admi- 
ration and  sincere  congratulations  to  Father 
Viano  on  the  occasion  of  his  50th  anniversary. 
I  am  pleased  to  have  this  opportunity  to  pay 
tribute  to  him  and  the  fine  work  he  has  done 
and  continues  to  do. 


SENATE  COMMITTEE  MEETINGS 

Title  IV  of  Senate  Resolution  4, 
agreed  to  by  the  Senate  on  February 
4,  1977,  calls  for  establishment  of  a 
system  for  a  computerized  schedule  of 
all  meetings  and  hearings  of  Senate 
committees,  subcommittees,  joint  com- 
mittees, and  committees  of  conference. 
This  title  requires  all  such  committees 
to  notify  the  Office  of  the  Senate 
Daily  Digest— designated  by  the  Rules 
Committee— of  the  time,  place,  and 
purpose  of  the  meetings,  when  sched- 
uled, and  any  cancellations  or  changes 
in  the  meetings  as  they  occur. 

As  an  additional  procedure  along 
with  the  computerization  of  this  infor- 
mation, the  Office  of  the  Senate  Daily 
Digest  will  prepare  this  information 
for  printing  in  the  Extensions  of  Re- 
marks section  of  the  Congressional 
Record  on  Monday  and  Wednesday  of 
each  week. 
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Any  changes  in  committee  schedul- 
ing will  be  indicated  by  placement  of 
an  asterisk  to  the  left  of  the  name  of 
the  unit  conducting  such  meetings. 

Meetings  scheduled  for  Tuesday, 
September  23.  1986,  may  be  found  in 
the  Daily  Digest  of  today's  Record. 

Meetings  Schedttled 

SEPTEMBER  24 
9:00  a.m. 
Energy  and  Natural  Resources 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-366 
9:30  a.m. 
Commerce.  Science,  and  Transportation 
Business  meeting,  on  pending  calendar 
business. 

SR-253 
Governmental  Affairs 
Permanent   Subcommittee   on    Investiga- 
tions 
To  resume  hearings  on  emerging  foreign 
criminal  groups  in  the  United  States. 

SD-342 
Select  on  Intelligence 
To  hold  closed  hearings  on  intelligence 
matters. 

SH-219 
10:00  a.m. 
Agriculture.  Nutrition,  and  Forestry 
To  hold  hearings  on  the  nomination  of 
Jim  R.  Billington.  of  Oklahoma,  to  be 
a  Member  of  the  Farm  Credit  Admin- 
istration Board.  Farm  Credit  Adminis- 
tration. 

SR-332 
Judiciary 

Courts  Subcommittee 
To  hold  hearings  on  S.  2531.  Bankruptcy 
Antifraud  Act  of  1986. 

SD-226 
Labor  and  Human  Resources 
Business  meeting,  to  consider  S.  2771,  to 
require  the  Pood  and  Drug  Adminis- 
tration to  determine  the  appropriate 
regulatory  classification  of  the  transi- 
tional devices  of  the  Medical  E>evice 
Amendments  of  1976,  S.  2772.  to  allow 
more  than  one  pharmeceutical  compa- 
ny to  undertake  simultaneous  develop- 
ment of  an  orphan  drug,  S.  2148.  to  re- 
quire that  wages  based  on  individual 
productivity  be  paid  to  handicapped 
workers  employed  under  certificates 
issued  by  the  Secretary  of  Labor.  S. 
2688.  to  authorize  grants  to  university 
graduate  programs  which  provide 
training  in  the  care  of  elderly  persons 
with  developmental  disabilities.  S. 
2402.  to  improve  access  to  health  in- 
surance coverage  for  Americans,  and 
pending  nominations. 

SD-430 
2:00  p.m. 
Rules  and  Administration 
To  resume  hearings  on  the  nomination 
of  Thomas  J.  Josefiak.  of  Virginia,  to 
be  a  Member  of  the  Federal  Election 
Commission. 

SR-301 

SEPTEMBER  25 
9:30  a.m. 
Agriculture.  Nutrition,  and  Forestry 
Agricultural  Research.  Conservation.  For- 
estry,  and   General   Legislation   Sub- 
committee 
To  hold  hearings  on  S.  2685.  to  desig- 
nate certain  lands  in  the  Cherokee  Na- 
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tional  Forest  in  Tennessee  as  wilder- 
ness areas,  and  S.  2782.  to  designate 
the  Sipsey  River  in  Alabama  as  a  com- 
ponent of  the  National  Wild  and 
Scenic  Rivers  System. 

SR-332 
Energy  and  Natural  Resources 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-366 
Labor  and  Human  Resources 
Employment    and    Productivity    Subcom- 
mittee 
To  hold  hearings  on  the  employment 
impact  of  United  States/Japan  auto 
parts  trade  relations. 

SD-430 
10:00  a.m. 
Armed  Services 
To  hear  and  consider  the  nominations  of 
Robert  B.  Barker,  of  California,  to  be 
Chairman    of    the    Military    Liaison 
Committee    to    the    Department    of 
Energy,  William  A.  Clinkscales.  of  Vir- 
ginia, to  be  Director  of  the  Selective 
Service  System,  and  James  F.  McGov- 
em,  of  Virginia,  to  be  Under  Secretary 
of  the  Air  Force. 

SR-222 
Environment  and  Public  Works 
To  hold  hearings  on  S.  2203.  to  establish 
a  program  to  reduce  acid  deposition 
and  other  forms  of  air  pollution. 

SD-406 
Judiciary 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-226 
2:00  p.m. 
Labor  and  Human  Resources 
To  hold  oversight  hearings  on  activities 
of  the  Mine  Safety  and  Health  Admin- 
istration. 

SD-430 

SEPTEMBER  26 

9:30  a.m. 
Governmental  Affairs 
Intergovernmental  Relations  Subcommit- 
tee 
To  hold  hearings  on  comprehensive  fed- 
eralism reform. 

SD-342 


EXTENSIONS  OF  REMARKS 

10:00  a.m. 
Environment  and  Public  Works 
To  continue  hearings  on  S.  2203.  to  es- 
tablish a  program  to  reduce  acid  depo- 
sition and  other  forms  of  air  pollution. 

SD-406 

SEPTEMBER  29 

9:30  a.m. 
Finance 

Taxation  and  Debt  Management  Subcom- 
mittee 
To  hold  hearings  on  S.  1974  and  S,  1113. 
bills  to  prohibit  the  imposition  by 
States  of  the  worldwide  unitary 
method  of  taxation. 

SD-215 

SEPTEMBER  30 
10:00  a.m. 
Environment  and  Public  Works 
To  resume  hearings  on  S.  2203.  to  estab- 
lish a  program  to  reduce  acid  deposi- 
tion and  other  forms  of  air  pollution. 

SD-406 
Foreign  Relations 

East  Asian  and  Pacific  Affairs  Subcommit- 
tee 
To  hold  hearings  on  United  States  trade 
relations  with  Taiwan  and  Korea. 

SD-419 

OCTOBER  1 

9:30  a.m. 
Commerce.  Science,  and  Transportation 
To  hold  oversight  hearings  on  activities 
of  the  National  Highway  Traffic 
Safety  Administration,  and  the  imple- 
mentation of  the  Motor  Carrier  Safety 
Act  of  1984. 

SR-253 
10:00  a.m. 
Energy  and  Natural  Resources 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-366 
2:00  p.m. 
Foreign  Relations 

East  Asian  and  Pacific  Affairs  Subcommit- 
tee 
To  hold  oversight  hearings  on  the  North 
Pacific  drift  net  fisheries. 

SD-419 


September  22,  1986 


OCTOBER  2 
10:00  a.m. 
Energy  and  Natural  Resources 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-366 

Environment  and  Public  Works 
To  resume  hearings  on  S.  2203.  to  estab- 
lish a  program  to  reduce  acid  deposi- 
tion and  other  forms  of  air  pollution. 

SD-406 


CANCELLATIONS 


SEPTEMBER  23 
10:00  a.m. 

Labor  and  Human  Resources 
Children.  Families,  Drugs,  and  Alcoholism 
Subcommittee 

To   hold   hearings   to   review   proposed 
drug  testing  measures. 

SD-430 


SEPTEMBER  24 

9:30  a.m. 

Environment  and  Public  Works 
Nuclear  Regulation  Subcommittee 

To  hold  hearings  to  review  nuclear 
power  safety  measures  in  the  after- 
math of  the  Chernobyl  nuclear  power- 
plant  accident. 

SD-406 


SEPTEMBER  26 

9:30  a.m. 
Commerce.  Science,  and  Transportation 
Aviation  Subcommittee 

To  hold  hearings  on  proposed  legislation 
authorizing  funds  for  the  Airport  and 
Airway  Trust  Fund. 

SD-253 


The  Hous 
The   Cha 
Ford.    D.D 
prayer: 

Enable  va 
stand  our  c 
and  to  give 
ry,  and  also 
motivations 
whose  herit 
ferent  than 
Your  creati( 
so  remind  u 
the  mark  o 
God,  we  an 
we  have  be 
ences  we  h 
the  width  a 
Your  whole 
we  may  pi 
those  good  ' 
peace  to  a 
Amen. 


The  SPEi 
amined  the 
proceedings 
House  his  ai 

Pursuant 
Journal  star 


MESSAG] 

A  messag( 
Hallen,  one 
that  the  Se 
the  foUowin 
currence  of  1 

S.  2706.  An 
tion  pursuant 
resolution  on 
(S.  Con.  Res.  1 


19  86 


Hon.  Thobias  ] 
The  Speaker, 
Washingto 
Dear  Mr.  S 
transmit  here 
ceived  from  t 
Lieutenant  G( 
firming  the  r< 
held  on  Septe 
of  Represent! 
First  District  ^ 
orable  Neil  Ab 


UMI 


Maner  set 


71-059  0-87-10 


September  23,  1986  CONGRESSIONAL  RECORD— HOUSE  25381 

HOUSE  OF  REPRESENTATIVES-riie«dai(,  September  23, 1986 


The  House  met  at  12  noon. 

The  Chaplain,  Rev.  James  David 
Ford,  D.D.,  offered  the  following 
prayer: 

Enable  us,  gracious  God,  to  under- 
stand our  own  blessings  and  heritage, 
and  to  give  thanks  for  our  own  histo- 
ry, and  also  to  seek  to  understand  the 
motivations  and  aspirations  of  those 
whose  heritage  and  traditions  are  dif- 
ferent than  ours.  As  we  believe  that 
Your  creation  extends  to  every  person, 
so  remind  us  that  every  person  carries 
the  mark  of  Your  power  and  life.  O 
God,  we  are  appreciative  of  the  gifts 
we  have  been  given  and  the  experi- 
ences we  have  known.  Remind  us  of 
the  width  and  breadth  and  height  of 
Your  whole  creation  so  that  together 
we  may  praise  Your  spirit  and  do 
those  good  works  of  service  that  bring 
peace  to  all  people  of  our  world. 
Amen. 


THE  JOURNAL 

The  SPEAKER.  The  Chair  has  ex- 
amined the  Journal  of  the  last  day's 
proceedings  and  announces  to  the 
House  his  approval  thereof. 

Pursuant  to  clause  1,  rule  I,  the 
Journal  stands  approved. 


MESSAGE  PROM  THE  SENATE 

A  message  from  the  Senate  by  Mr 
Hallen,  one  of  its  clerks,  announced 
that  the  Senate  had  passed  a  bill  of 
the  following  title,  in  which  the  con- 
currence of  the  House  is  requested: 

S.  2706.  An  act  to  provide  for  reconcilia- 
tion pursuant  to  section  2  of  the  concurrent 
resolution  on  the  budget  for  fiscal  year  1987 
(S.  Con.  Res.  120,  99th  Congress). 


COMMUNICATION  FROM  THE 
CLERK  OF  THE  HOUSE 

The  SPEAKER  laid  before  the 
House  the  following  communication 
from  the  Clerk  of  the  House  of  Repre- 
sentatives: 

Washington,  DC, 
September  23,  1986. 
Hon.  Thobias  p.  O'Neill,  Jr., 
The    Speaker,    House    of   Representatives, 
Washington,  DC. 
Dear  Mr.  Speaker:  I  have  the  honor  to 
transmit  herewith  a  copy  of  a  letter  re- 
ceived from  the  Honorable  John  Waihee, 
Lieutenant  Governor,  State  of  Hawaii,  con- 
firming the  results  of  the  Special  Election 
held  on  September  20.  1986,  for  the  Office 
of   Representative   in   Congress   from   the 
First  District  of  Hawaii,  in  which  the  Hon- 
orable Neil  Abercrombie  was  elected. 


With  kind  regards.  1  am. 
Sincerely. 

Benjamin  J.  Guthrie, 
Clerk,  House  of  Representatives. 


SWEARING  IN  OF  THE  HONORA- 
BLE NEIL  ABERCROMBIE  AS  A 
MEMBER  OF  THE  HOUSE 

Mr.  FOLEY.  Mr.  Speaker.  I  ask 
unanimous  consent  that  the  gentle- 
man from  Hawaii,  Mr.  Neil  Abercrom- 
bie, be  permitted  to  take  the  oath  of 
office  today.  His  certificate  of  election 
has  not  arrived,  but  there  is  no  con- 
test, and  no  question  has  been  raised 
with  regard  to  his  election. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Washington? 

Mr.  SENSENBRENNER.  Mr.  Speak- 
er, reserving  the  right  to  object,  will 
the  gentleman  from  Washington 
advise  the  membership  when  the  cer- 
tificate of  election  will  arrive  for  the 
Member-elect? 

Mr.  FOLEY.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  SENSENBRENNER.  I  yield  to 
the  gentleman  from  Washington. 


Mr.  FOLEY.  Mr.  Speaker,  I  think  it 
is  expected  later  this  week. 

Mr.  SENSENBRENNER.  Further  re- 
serving the  right  to  object.  I  would 
just  point  out  that  the  procedure  that 
is  being  used  in  the  House  is  inconsist- 
ent. 

On  the  first  day  of  the  session,  the 
gentleman  from  the  Eighth  District  of 
Indiana.  Mr.  Mclntyre,  arrived  with  a 
certificate  of  election  and  was  not  per- 
mitted to  take  the  oath  of  office.  Yet 
here  we  are  proposing  to  administer 
the  oath  of  office  to  a  Member  who 
does  not  have  a  certificate  of  election. 
I  believe  that  the  people  of  Hawaii  are 
entitled  to  have  representation,  and  I 
shall  not  object,  but  I  would  just  like 
to  point  out  that  once,  again,  the  ma- 
jority leadership  in  this  House  is  being 
inconsistent  relative  to  privileges  and 
elections. 

Mr.  FOLEY.  Mr.  Speaker,  will  the 
gentleman  yield  further? 

Mr.  SENSENBRENNER.  Further  re- 
serving the  right  to  object,  I  yield  to 
the  gentleman  from  Washington. 

Mr.  FOLEY.  I  would  just  say  that 
the  gentleman  states  that  there  was 
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By  order  of  the  Joint  Committee  on  Printing. 

"    CHARLES  McC.  MATHIAS,  JR.,  Chairman. 
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identical  circumstances  here  and  we 
are  being  inconsistent.  In  fact,  in  the 
case  of  the  Member  from  Indiana, 
there  was  a  contest  of  the  election, 
there  was  question  about  the  validity 
of  the  election,  and  there  was  a  very 
public  contest.  There  is  no  contest  in 
this  matter,  and  I  think  those  facts 
should  be  distinguished. 

Mr.  SENSENBRENNER.  Further  re- 
serving the  right  to  object,  I  disagree 
with  the  gentleman  from  Washington. 
This  contest  was  resolved  at  the  State 
level,  and  the  certificate  was  issued  by 
the  secretary  of  state  of  Indiana. 

But  again,  I  wiU  not  prevent  the 
people  of  the  First  District  of  Hawaii 
from  being  represented,  since  an  elec- 
tion was  held. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Washington? 

There  was  no  objection. 

Mr.  ABERCROMBIE  appeared  at 
the  bar  of  the  House  and  took  the 
oath  of  office. 

The  SPEAKER.  You  are  a  Member 
of  the  Congress  of  the  United  States, 
and  congratulations,  sir. 


HOUR  OF  MEETING  ON  WEDNES- 
DAY, SEPTEMBER  24,  1986 

Mr.  FOLEY.  Mr.  Speaker,  I  ask 
unanimous  consent  that  when  the 
House  adjourns  today  it  adjourn  to 
meet  at  11  a.m.  tomorrow. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Washington? 

Mr.  LOTT.  Mr.  Speaker,  reserving 
the  right  to  object,  I  will  not  object, 
but  I  do  wish  to  thank  the  leadership 
for  making  that  request.  We  do  sup- 
port it.  It  is  so  that  we  may  have  a 
conference,  and  we  appreciate  it. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Washington? 

There  was  no  objection. 


won  him  the  chair  of  three  influential 
committees. 

Neil  Abercrombie,  a  native  of  Buffa- 
lo, NY,  first  came  to  Hawaii  in  1959 
with  a  bachelor's  degree  in  sociology 
from  Union  College.  Ever  conscious  of 
the  value  of  a  sound  education,  Neil 
furthered  his  studies  at  the  University 
of  Hawaii,  earning  a  master  of  arts  in 
sociology  and  a  Ph.D.  in  American 
studies.  Indeed,  he  has  taken  his  ap- 
preciation for  education  to  a  professo- 
rial level,  having  taught  sociology  and 
American  studies  at  the  University  of 
Hawaii,  Leeward  Community  College, 
and  Hawaii  Loa  College. 

The  same  drive  that  has  gained  Neil 
personal  success  has,  in  fact,  been 
manifested  in  his  commitment  to  the 
people  of  Hawaii,  a  commitment  which 
is  rewarded  by  the  respect  of  his  col- 
leagues. They  call  him  informed,  coop- 
erative, dedicated,  articulate,  and  ener- 
getic. He  is  the  driving  force  behind 
the  Children's  Advocacy  Center,  the 
first  statewide  program  in  the  country 
for  sexually  abused  children,  the  anti- 
violence  bill  for  Hawaii's  school  cam- 
puses, the  increase  in  research  funds 
for  graduate  work  at  the  University  of 
Hawaii,  and  the  champion  of  funding 
Hawaii's  public  library  system.  Surely, 
he  boasts  a  record  which  would  make 
any  legislator  proud. 

Mr.  Speaker,  last  Saturday  the  con- 
stituents of  Hawaii's  Tirsl  Congres- 
sional District  chose  Neil  Abercrom- 
bie to  represent  them  for  the  duration 
of  this  99th  Congress.  True  to  form, 
he  has  spared  no  time  in  responding  to 
their  call.  I  have  no  doubt  that  he  will 
be  a  credit  to  this  institution.  I  urge 
my  colleagues  to  join  me  in  extending 
a  warm  aloha  and  a  sincere  welcome  to 
him  today. 


A  WELCOME  TO  THE  HONORA- 
BLE NEIL  ABERCROMBIE 

(Mr.  AKAKA  asked  and  was  given 
permission  to  address  the  House  for  1 
minute.) 

Mr.  AKAKA.  Mr.  Speaker,  it  is  a  dis- 
tinct honor  for  me  to  welcome  to  this 
body  our  newest  Member  of  the 
House,  a  gentleman  who  boasts  one  of 
the  most  notable  records  of  public 
service  in  the  State  of  Hawaii,  the 
Honorable  Neil  Abercrombie. 

Neil  comes  to  Washington  as  one  of 
the  50th  State's  most  prominent  legis- 
lators. A  diligent  member  of  Hawaii's 
State  Legislature,  Neil's  legislative 
skills  have  seen  him  through  4  years 
in  the  house  and  8  years  in  the  senate, 
where   his   leadership   abilities   have 
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THE  FAMILY  AND  MEDICAL 
LEAVE  ACT  IS  A  BAD  BILL 

(Mr.  McCANDLESS  asked  and  was 
given  permission  to  address  the  House 
for  1  minute. 

Mr.  McCANDLESS.  Mr.  Speaker, 
the  Family  and  Medical  Leave  Act  of 
1986  has  been  billed  a  benign,  profami- 
ly  piece  of  legislation.  Its  supporters 
maintain  that  H.R.  4300  is  a  simple  ex- 
tension of  current  Federal  policies  and 
imposes  few  new  burdens  on  the  pri- 
vate sector  and  small  business.  Howev- 
er, I  would  urge  my  colleagues  to  take 
a  closer  look  at  this  legislation  before 
casting  their  votes. 

H.R.  4300  marks  a  radical  departure 
from  current  public  policy  on  employ- 
er provided  benefits.  Not  only  would 
the  Family  and  Medical  Leave  Act 
mandate  18  weeks  of  unpaid  leave  for 
the  care  of  a  newly  bom,  adopted,  or 
seriously  ill  child  or  dependent  parent, 
and  not  only  would  H.R.  4300  legislate 
up  to  26  weeks  of  disability  leave  for 
workers  themselves,  but  it  would  also 
require  that  employers  continue  insur- 


ance benefits  while  an  employee  is  off 
and  guarantee  the  restoration  of  that 
worker's  original  job  or  comparable 
position  upon  return. 

The  implications  of  this  legislation 
are  staggering.  For  the  first  time  the 
Federal  Government  is  involving  itself 
in  the  intimate  one-on-one  dealings  of 
employment  negotiations,  and  in  so 
doing  it  is  shortchanging  both  employ- 
ers and  employees  alike.  By  requiring 
employers  to  offer  benefit  packages  in- 
cluding a  possible  total  of  36  work 
weeks  of  leave  per  year,  we  are  limit- 
ing the  flexibility  of  each  to  mold  that 
package  to  meet  the  needs  of  its  em- 
ployees. Other  benefits  such  as  savings 
and  pension  plans,  health  care  options 
and  extended  vacations  will  be  sacri- 
ficed on  the  alter  of  mandatory  leave. 

Mr.  Speaker,  the  Family  and  Medi- 
cal Leave  Act  is  a  bad  bill  and  bad 
public  policy,  I  urge  my  colleagues  to 
vote  against  it. 


HARRY  S.  CARVER  III,  1932-86 

(Mr.  SMITH  of  Iowa  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  SMITH  of  Iowa.  Mr.  Speaker,  it 
is  with  sadness  today  that  I  rise  to 
inform  the  Members  of  the  House  of 
the  death  of  Harry  S.  Carver  III,  the 
Comptroller  of  the  Small  Business  Ad- 
ministration. Mr.  Carver  died  of  a 
heart  attack  Sunday  morning,  Septem- 
ber 21,  at  his  home  in  Annandale,  VA. 

He  joined  the  Small  Business  Ad- 
ministration in  1967  in  the  Office  of 
the  Assistant  Administrator  for  Ad- 
ministration. He  subsequently  was  ap- 
pointed Chief  of  the  Budget  Division 
and  in  1980  was  appointed  Comptrol- 
ler. Prior  to  his  SBA  service  he  was  a 
budget  analyst  at  the  General  Services 
Administration. 

Mr.  Carver  was  bom  in  Baltimore, 
MD,  grew  up  in  Arlington,  VA,  and 
served  in  the  U.S.  Army  from  1956  to 
1958.  He  received  a  bachelor  of  arts 
degree  from  the  College  of  William 
and  Mary  and  a  law  degree  from 
George  Washington  University.  He  is 
survived  by  his  wife,  the  former  Betty 
J.  Wright,  and  three  sons  Harry,  of 
Christensburg,  VA,  and  John  and 
Leslie,  both  of  Annandale,  his  mother, 
Elisabeth  Carver  of  Arlington,  a  sister, 
Anne  Coirini  of  Symma,  GA,  and  two 
grandchildren. 

I  knew  Harry  well  from  my  4  years 
as  chairman  of  the  Small  Business 
Committee  and  6  years  as  chairman  of 
SBA's  appropriations  subcommittee. 
During  those  10  years,  he  always  ac- 
companied the  Administrator  to  the 
hearings  we  conducted  and  more  often 
than  not  was  immediately  able  to  re- 
spond to  questions  and  supply  the  nec- 
essary information.  His  duties  as 
Comptroller  were  many,  but  reduced 
to  their  simplest  terms  he  was  the 
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steward  for  the  money  appropriated  to 
assist  small  business  through  SBA. 

Harry  Carver  was  a  good  steward, 
and  he  will  be  missed  by  all  of  us.  Our 
sympathy  and  condolences  go  to  his 
family  and  friends. 


SOVIET  DECEPTION  ABOUT 
CHERNOBYL  SUGGESTS  NEED 
FOR  CAUTION  IN  ARMS  TALB^S 

(Mr.  BROOMFIELD  asked  and  was 
given  permission  to  address  the  House 
for  1  minute.) 

Mr.  BROOMFIELD.  Mr.  Speaker, 
anyone  who  doubts  the  need  for  on- 
site  inspection  requirements  in  reach- 
ing agreements  with  the  Soviets  need 
only  read  the  latest  reports  about  the 
long-range  fallout  from  the  Chernobyl 
nuclear  disaster. 

Incredible  as  it  may  seem,  U.S.  scien- 
tists report  that  Chernobyl  emitted  as 
much  or  more  long-term  radiation  as 
all  of  the  nuclear  tests  and  bombs  ever 
exploded  in  the  atmosphere. 

It  is  significant  that  it  was  American 
and  not  Soviet  scientists  who  released 
this  information.  The  Soviets  still 
have  not  taken  responsibility  for  the 
immediate  effects  of  the  disaster  on 
their  neighbors  in  Europe  much  less 
acknowledge  the  long-term  damage  to 
the  planet. 

Mr.  Speaker,  how  can  we  trust  a  gov- 
ernment that  seeks  to  hide  a  nuclear 
accident  of  these  historic  proportions? 
It's  time  for  the  Soviet  leaders  to  tell 
the  truth  about  Chernobyl. 

In  the  meantime,  their  lack  of  truth- 
fulness justifies  President  Reagan's 
cautious  approach  in  negotiating  nu- 
clear arms  agreements  with  the  Sovi- 
ets. 


WEIRTON  STEEL  ESOP 

(Mr.  MOLLOHAN  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  MOLLOHAN.  Mr.  Speaker, 
when  the  men  and  women  of  Weirton 
Steel  were  told  more  than  3  years  ago 
that  they  were  part  of  a  dying  breed 
and  their  plant  and  their  way  of  life 
was  doomed,  they  didn't  believe  it. 

Instead  of  letting  their  steel  mill- 
one  of  the  largest  employers  in  the 
State— die,  they  fought  back.  They 
banded  together  under  the  battle  cry 
"we  can  do  it"  and  forged  a  plan  that 
gave  them  100-percent  ownership  of 
the  mill  in  which  generations  have 
worked  to  support  their  families. 

They  voted  3  years  ago  today— Sep- 
tember 23,  1983— by  an  8-to-l  margin, 
to  buy  out  the  owners  of  the  mill,  thus 
creating  America's  largest  100-percent 
employee-owned  industry  under  an 
employee  stock  ownership  plan.  The 
result  has  been  recovery  of  the  plant 
from  the  verge  of  extinction  to  the 
point  where  it  is  opening  more  blast 


furnaces,  enjoying  profits,  and  hiring 
new  workers. 

This  isn't  a  story  of  economics  as 
much  as  it  is  a  story  of  people— people 
from  schoolchildren  to  retirees  who 
refused  to  let  their  heritage  of  hard 
work  die  as  a  victim  of  unfair  foreign 
competition  and  weak  economics.  The 
difficulties  with  foreign  competition 
persist— and  will  persist  as  long  as  the 
administration  clings  to  the  false 
promise  of  unlimited  free  trade— but 
these  brave  people  have  overcome  the 
gloomy  shadow  of  poor  economics 
with  persistence  and  leadership. 

Today  is  celebrated  widely  in  the 
Ohio  Valley  as  an  anniversary  of  a 
new  beginning.  I  want  to  offer  Weir- 
ton Steel  and  her  people  my  personal 
congratulations.  They  have  set  an  ex- 
ample for  the  rest  of  America  to 
follow. 


SUPPORT  MARKETING  LOANS 
FOR  WHEAT,  FEED  GRAINS, 
AND  SOYBEANS 

(Mr.  DAUB  asked  and  was  given  per- 
mission to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks  and  include  extraneous 
matter.) 

Mr.  DAUB.  Mr.  Speaker,  last  week  I 
introduced  legislation  to  establish 
marketing  loans  for  wheat,  feed 
grains,  and  soybeans. 

Both  cotton  and  rice  producers  are 
using  this  concept  with  astounding  re- 
sults. 

Rice  exports:  up  50  percent. 

Cotton  exports:  the  U.S.  share  of  the 
world  cotton  market  jumped  from  10 
to  29  percent.  Expected  sales  are  going 
from  2  million  bales  this  year  to  6  mil- 
lion bales. 

With  a  new  GATT  round,  we  must 
demonstrate  to  the  world  that  the 
United  States  is  going  to  move  grain. 
Either  it'll  move  in  a  fair  trade  envi- 
ronment free  of  uncompetitive  prac- 
tices or  it'll  move  in  the  current  envi- 
ronment of  unfair  trade  practices.  But 
in  either  case,  the  American  farmer's 
grain  is  going  to  sell. 

We  can't  continue  to  pile  up  surplus- 
es on  top  of  each  other  depressing 
prices,  increasing  taxpayer  program 
costs,  and  aggravating  an  already  criti- 
cal shortage  of  storage  space  in  the 
Midwest. 

I  ask  all  of  my  colleagues,  both  rural 
and  urban,  to  support  this  bill  and 
give  the  American  farmer  the  tool  he 
needs  to  beat  foreign  competition 
head  on.  Only  then  will  he  retake 
what  is  rightfully  his:  imchallenged 
dominance  of  world  markets. 


VETERANS  PROTEST  ON  THE 
CAPITOL  STEPS 

(Mr.  MRAZEK  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 


Mr.  MRAZEK.  Mr.  Speaker,  last 
year,  I  had  the  privilege  of  meeting  a 
man  with  a  strength  of  character 
unlike  anyone  I  have  ever  met  before. 
On  December  7,  1968,  Chaplain 
Charles  Liteky  was  awarded  a  Con- 
gressional Medal  of  Honor  for  his 
bravery  in  "the  Vietnam  war. 

A  year  earlier,  Charlie  Liteky  had 
crawled,  without  weapons,  into  enemy 
gunfire  to  personally  carry  to  safety 
23  men  from  his  company  who  had 
been  wounded  in  the  firefight. 

On  Labor  Day,  3  weeks  ago,  Charlie 
Liteky  embarked  on  a  fast  here  at  the 
Capitol  to  protest  not  only  United 
States  policy  in  Central  America,  but 
also  the  apathy  displayed  by  Ameri- 
cans toward  what  he  believes  could 
become  another  Vietnam. 

He  has  been  joined  in  this  fast  by 
three  other  veterans— two  from  the 
Vietnam  war  and  one  from  World  War 
II.  Their  fast  is  aimed  at  drawing  the 
attention  of  the  American  people  to 
the  impact  that  $100  million  in  lethal 
assistance  to  the  Contras  in  Nicara- 
gua, the  impact  that  sending  those 
weapons  will  have  on  the  people  of 
Nicaragua. 

The  same  unbreakable  determina- 
tion that  allowed  Charley  Liteky  to 
risk  his  life  to  save  the  lives  of  Ameri- 
cans in  Vietnam,  Mr.  Speaker,  has  led 
him  to  shun  the  advice  of  others  and 
embark  upon  a  fast  to  try  to  prevent 
senseless  deaths  of  people  in  Central 
America. 

I  urge  my  colleagues,  no  matter 
what  their  political  persuasion,  to  talk 
to  the  veterans  and  this  extraordinary 
man  in  the  coming  days.  They  are  on 
the  center  steps  of  the  east  front  of 
the  Capitol  from  3  o'clock  to  7  o'clock 
every  day. 


IF  YOU  WANT  THE  DOLLAR 
TREATED  WITH  RESPECT 
ABROAD,  YOU  WILL  HAVE  TO 
TREAT  IT  WITH  RESPECT  AT 
HOME 

(Mr.  DANNEMEYER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  DANNEMEYER.  Mr.  Speaker, 
how  has  it  come  to  pass  that  with  all 
the  scientific  progress  in  the  world, 
the  men  who  ruin  the  dollar  cannot  be 
prevented  from  continuing  to  destroy 
it?  These  men  have  set  up  the  dollar 
as  the  whipping  boy  for  our  deep- 
seated  economic  troubles,  which  are 
fundamentally  due  to  our  past  profli- 
gacy and  to  our  failure  to  provide  for 
the  future  with  adequate  savings  and 
depreciation  quotas. 

So  far  the  adverse  effects  of  our 
profligacy  and  lack  of  foresight  have 
been  greatly  mitigated  by  the  generos- 
ity of  foreigners,  who  have  continued 
to  treat  our  dollar  with  respect,  in  ac- 
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cumulating  unprecedented  dollar  bal- 
ances. 

But  how  long  can  we  expect  foreign- 
ers to  treat  our  dollar  with  respect,  if 
we  ourselves  treat  it  with  utter  con- 
tempt, in  trying  to  beat  its  value  down 
on  the  foreign  exchanges,  in  plain 
view  of  the  whole  world? 

Unless  we  prevent  the  dollar,  by 
fixing  its  gold  content,  from  sliding 
further  on  skid  row,  foreigners  may 
start  dumping  it,  thereby  destroying 
its  remaining  value  completely,  and  in 
no  time  at  all. 


D  1220 

ONCE  AGAIN  JUSTICE  IS 
SERVED 

(Mr.  DYMALLY  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks  and  include  extraneous 
matter.) 

Mr.  DYMALLY.  Mr.  Speaker,  last 
week,  my  faith  in  the  American 
system  of  Justice  was  greatly  strength- 
ened. Ms.  Sallie  Robinson— former 
postmaster  of  Paramount,  CA,  and  the 
first  black  and  woman  to  serve  in  this 
high  position  in  her  area— had  unsuc- 
cessfully petitioned  three  Postmasters 
General  for  reinstatement,  after  being 
prejudicially  dismissed  from  the 
Postal  Service  in  1982. 

After  serving  only  1  month  in  his 
new  position.  Postmaster  General 
Preston  Robert  Tisch  objectively  re- 
viewed the  facts  in  Ms.  Robinson's 
case.  Taking  into  account  the  unusual 
support  for  Ms.  Robinson  expressed  by 
Members  of  Congress— including  Con- 
gressman HoRTON,  Congresswoman 
ScHROEDER,  Congressman  Pashayan, 
and  subcommittee  chairman  McClos- 
KEY— Postmaster  General  Tisch 
agreed  that  Ms.  Robinson  should  be 
restored  to  the  Postal  Service  with  all 
the  dignity  due  a  long-time,  loyal  em- 
ployee. 

Sallie  Robinson  soon  will  renew  her 
outstanding  career  with  the  U.S. 
Postal  Service  and  justice  again  will 
have  been  served. 

Congress  op  the  United  States, 

House  op  Representatives. 
Washington,  DC,  September  22,  1986. 
Mr.  Preston  R.  Tisch, 
Postmaster  General, 
Washington,  DC. 

Dear  Postmaster  Tisch:  Words  cannot 
adequately  express  to  you  my  deep  grati- 
tude over  your  decision  to  reconcile  the  case 
of  former  Paramount  Postmaster  Sally  Rob- 
inson. 

My  confidence  in  the  American  system  of 
justice  has  been  strengthened;  and  I  know 
Mrs.  Robinson  and  her  family  join  me  in 
the  expression  of  satisfaction. 

Again,  I  thank  you  for  your  willingness  to 
meet  with  members  of  the  Committee  on 
Post  Office  and  Civil  Service  to  resolve  this 
issue. 

With  very  best  wishes. 
Sincerely, 

Mervyn  M.  Dtmaixy. 
Member  of  Congress. 


LET  US  PASS  AN  IMMIGRATION 
BILL 

(Mr.  PACKARD  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  PACKARD.  Mr.  Speaker,  the 
99th  Congress  is  at  the  last  of  the  11th 
hour,  and  we  have  done  very  little 
about  immigration  reform.  The  U.S. 
immigration  agents  expect  approxi- 
mately 4  million  illegal  aliens  to  cross 
our  borders  this  year.  Theoretically  we 
would  need  to  add  eight  new  Members 
of  Congress  every  year  just  to  repre- 
sent these  people. 

That  would  mean  40  new  Members 
of  Congress  by  the  next  reapportion- 
ment. 

Four  million  people  breaks  down  to 
333,000  per  month.  That  is  almost 
double  the  amount  of  people  in  Arling- 
ton, VA,  coming  into  the  country 
every  month. 

Four  million  people  per  year 
amounts  to  the  population  of  Lebanon 
or  Norway  or  Israel.  This  figure  is 
higher  than  the  combined  populations 
of  Montana,  Nevada,  New  Hampshire, 
Vermont,  and  Rhode  Island  all  put  to- 
gether. 

In  my  own  district,  and  incidentally 
it  would  empty  in  17  years  all  of  the 
people  out  of  Mexico,  all  of  the  people 
of  Mexico.  In  my  district  in  San  Diego 
County  and  Orange  County  we  have 
had  a  tragic  increase  in  drugs,  crime, 
prostitution,  and  social  problems.  And 
now  I  read  in  the  San  Diego  Union 
that  the  aliens  are  preying  on  our 
schoolchildren  by  steaJing  their  lunch 
money. 

How  long  can  we  wait?  It  is  impera- 
tive Congress  pass  immigration  reform 
legislation  now. 


GIVE  US  A  VOTE  ON  ACID  RAIN 
BEFORE  THE  END  OF  THIS 
SESSION 

(Mr.  CONTE  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  revise  and  extend  his  re- 
marlLs.) 

Mr.  CONTE.  Mr.  Speaker,  I've 
served  in  this  House  for  28  years,  and 
dtiring  that  time,  I've  been  proudly  as- 
sociated with  many  national  efforts  to 
assist  particular  regions  of  the  coun- 
try. 

When  a  flood  hits  in  West  Virginia, 
when  an  earthquake  devastates  Cali- 
fornia, when  a  drought  disables  the 
South,  or  when  a  major  corporation  is 
crippled  in  the  Midwest,  this  House 
and  the  Congress  as  a  whole  have  gen- 
erously responded  with  significant 
Federal  assistance. 

But  today,  the  House,  is  now  denied 
the  opportunity  to  respond  to  a  poten- 
tially disastrous  national  threat  to  our 
environment. 

Acid  rain  is  wrecking  havoc  on  our 
lakes,  streams,  and  reservoirs.  It's  de- 


stroying our  forests,  buildings,  and  na- 
tional monuments. 

Acid  rain  is  a  national  threat,  but  it's 
also  a  real  disaster  for  the  environ- 
ment and  the  economy  of  an  entire 
region  of  this  country.  In  New  Eng- 
land, you  can  visit  hundreds  of  dead 
lakes.  You  can  walk  through  severely 
damaged  forests,  and  you  can  easily 
see  the  deterioration  of  many  build- 
ings and  statues. 

Despite  this  mounting  damage,  acid 
rain  control  legislation  has  been  bot- 
tled up  in  the  Energy  and  Commerce 
Committee,  stalled  by  narrow  econom- 
ic interests.  Even  with  a  bipartisan 
group  of  171  cosponsors  and  a  favor- 
able report  from  the  subcommittee, 
the  full  committee  leadership  refuses 
to  give  the  House  a  chance  to  address 
a  serious  problem  affecting  not  only 
New  England  but  the  entire  Nation. 

Mr.  Speaker,  I  have  one  request  for 
my  good  friend  John  Dingell:  Give  us 
a  vote  on  acid  rain  before  the  end  of 
this  session. 


THE     RHETORIC- 
DIPLOMATS       DO 


LET'S  COOL 
LET  OUR 
THEIR  JOB 

(Mr.  RICHARDSON  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks. ) 

Mr.  RICHARDSON  Mr.  Speaker,  I 
have  not  been  a  supporter  of  the  ad- 
ministration arms  control  policies;  in 
fact,  I  have  often  wondered  if  there  is 
an  interest  in  arms  control  at  all. 
Lately,  however,  there  has  been  wide- 
spread criticism  on  both  sides  of  the 
aisle  of  the  administration's  handling 
of  the  Daniloff  affair. 

Mr.  Speaker,  I  will  not  join  in  that 
criticism,  however  justified  it  may  be, 
because  the  futiure  of  the  summit  is  at 
stake.  I  believe  that  a  summit  this 
year  between  the  President  and  Secre- 
tary Gorbachev  is  critically  important. 

The  President  said  yesterday  that 
the  negotiations  on  both  Daniloff  and 
the  summit  are  at  a  very  critical  stage. 
His  hint  to  us  is  "cool  it." 

Mr.  Speaker,  like  all  Americans,  I 
want  to  see  Nicholas  Daniloff  released 
but  I  also  want  a  summit. 

The  administration,  to  their  credit, 
has  cooled  down  their  "evil  empire" 
talk  lately.  That  is  good. 

So,  Mr.  Speaker,  all  experts  and 
commentators,  let's  cool  the  rhetoric, 
the  free  advice,  and  the  criticism.  Let 
out  diplomats  do  their  job. 


NO  WAY  TO  DO  BUSINESS 

(Mr.  PORTER  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.)    

Mr.  PORTER.  Mr.  Speaker,  once 
again  we  find  ourselves  doing  1  whole 
year's  work  in  less  than  1  month.  None 
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This  year's  <;ontinuing  resolution 
threatens  to  be  the  largest  spending 
bill  in  American  history.  More  than 
half  of  the  $1  trillion  Federal  budget 
will  depend  on  the  fate  of  this  bill- 
one  conceived  in  3  short  weeks.  We 
know  all  too  well  the  imperfections 
that  will  result. 

Early  this  year,  I  sent  to  all  Mem- 
bers a  questionnaire  on  continuing  res- 
olutions. Of  the  124  who  responded, 
two-thirds  were  vehemently  against 
such  bills.  One  Member  said  that  CR's 
are  immoral,  illegal,  fattening,  and  ra- 
dioactive! 

Let  us  make  a  different  kind  of  reso- 
lution for  the  future— that  the  100th 
Congress  will  fulfill  its  legislative 
duties  responsibly  as  befits  the  great- 
est deliberative  body  in  the  world.  By 
practicing  the  politics  of  delay,  Mr. 
Speaker,  we  made  the  CR  necessary 
and  we  disserve  our  Nation. 


ESPIONAGE  BY  U.N.  EMPLOYEES 

(Mr.  KLECZKA  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  KLECZKA.  Mr.  Speaker,  espio- 
nage by  U.N.  employees  has  reached 
almost  epidemic  proportions.  On 
August  23,  Gennaidy  Zakharov  was  ar- 
rested for  espionage  and  the  CIA  esti- 
mates that  one-fourth  of  Soviet  em- 
ployees assigned  to  the  United  Nations 
are  involved  in  intelligence  activities. 
Of  course,  the  United  States  is  also 
concerned  by  the  activities  of  employ- 
ees from  several  non-Soviet-bloc  coun- 
tries. This  espionage  is  neither  in  the 
best  interests  of  the  United  States  nor 
of  the  United  Nations. 

The  United  States  has  already  taken 
measures  to  combat  espionage  by  the 
employees  of  the  different  national 
missions.  However,  it  is  the  responsi- 
bility of  both  the  United  States  and 
the  United  Nations  to  eliminate  espio- 
nage by  the  employees  of  the  United 
Nations  itself. 

The  United  Nations  can  play  a  posi- 
tive role  in  international  affairs,  but 
the  widespread  espionage  activities  of 
some  of  its  employees  imdermines  the 
organization's  credibility.  Since  article 
100  of  the  U.N.  Charter  prohibits  espi- 
onage by  U.N.  employees  the  United 
Nations  should  not  tolerate  employees 
who  work  as  spies. 

I  would  like  to  encourage  my  col- 
leagues to  sign  a  letter  I  am  sending  to 
the  U.N.  Secretary  General  encourag- 
ing him  to  take  actions  to  assure  that 
article  100  is  strictly  enforced. 


(Mr.  Delay  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  Delay.  Mr.  Speaker,  I  ask  my 
colleagues  to  check  back  home  with 
the  backbone  of  this  great  Nation- 
check  with  small  business.  What's  on 
their  mind?  What  concerns  them  most 
right  now?  They  will  tell  you,  what 
concerns  them  is  Congress'  new  plan 
to  again  interfere,  with  their  business. 
How  will  we  interfere  this  time?  This 
time  it's  the  yuppie  or  parental  and 
medical  leave  bill,  H.R.  4300. 

Are  these  businesses  cold  and  uncar- 
ing toward  the  American  worker?  Are 
they  setting  up  sweat  shops  and  break- 
ing out  whips  to  beat  employees?  Of 
course  not!  They  want  to  be  able  to  set 
up  leave  policies  in  their  companies 
that  suits  them  and  their  employees. 
They  want  to  be  able  to  attract  good 
workers,  keep  them,  and  to  be  com- 
petitive in  the  national  and  interna- 
tional marketplace.  But  of  course  Con- 
gress again  knows  better.  We  think  we 
know  the  rules  that  everyone  should 
play  by.  But  let's  be  realistic— we  will 
help  very  few  and  hurt  so  many  by 
slowing  expansion,  hurting  job  cre- 
ation, causing  business  to  be  wary  of 
hiring  women  of  child-bearing  age  or 
people  with  disabilities,  and  reducing 
the  benefits  businesses  offer  to  work- 
ers. 

Before  you  come  to  the  floor  think- 
ing you  are  voting  for  a  bill  that  is  all 
motherhood  and  apple  pie— remember: 
Small  business  is  the  fruit  in  that 
apple  pie.  If  you  vote  to  rot  that  fruit, 
you  won't  have  much  of  a  pie.  Vote  to 
keep  Government  out  of  American 
business— defeat  H.R.  4300. 


STUDY  FIRST,  ACT  LATER 

(Mr.  MILLER  of  Washington  asked 
and  was  given  permission  to  address 
the  House  for  1  minute  and  to  revise 
and  extend  his  remarks.) 

Mr.  MILLER  of  Washington.  Mr. 
Speaker,  I  rise  to  speak  about  a  report 
adopted  unanimously  by  the  Commit- 
tee on  Government  Operations  this 
morning  on  the  proposed  sale  of  power 
marketing  authorities.  I  worked  on 
this  report  because  my  district  has  a 
strong  interest  in  the  Bonneville 
Power  Administration,  which  has 
served  our  area  long  and  well. 

The  administration  last  spring  came 
in  with  a  proposal  in  the  1987  budget 
to  sell  the  Bonneville  Power  Adminis- 
tration. 

The  proposal,  made  without  studies, 
that  is  what  you  call  putting  the  cart 
before  the  horse.  The  bureaucrats 
came  back  to  us  after  we  had  turned 
that  down  and  said,  "Well,  we  may 
have  made  up  our  minds  but  let  us 


take  the  lead  in  studying  this  issue 
now  anyway." 

This  report,  adopted  unanimously  by 
the  Committee  on  Government  Oper- 
ations this  morning,  says,  "No  way;  if 
there  is  going  to  be  a  study,  we,  in 
Congress,  are  going  to  set  the  guide- 
lines to  make  sure  that  all  the  impacts 
of  any  such  sale  are  considered." 


TAX  BILL  WILL  HAVE  SEVERE 
CONSEQUENCES  IN  THE  LONG 
RUN 

(Mr.  HUBBARD  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  HUBBARD.  Mr.  Speaker,  the 
most  unsettling  factors  fueling  mount- 
ing skepticism  about  the  Rostenkow- 
ski-Packwood,  925-page  tax  overhaul 
bill  are  the  Federal  deficit  and  the 
state  of  our  economy. 

There  is  a  growing  fear  that  this  tax 
bill— to  be  voted  on  in  this  House  on 
Thursday  of  this  week— will  cause  dis- 
ruption in  an  already  faltering  econo- 
my, giving  way  to  recession. 

Yes,  this  tax  bill  will  raise  approx- 
imately $11  billion  in  additional  reve- 
nues in  1987,  but  even  the  supporters 
of  this  bill  admit  it  will  lose  at  least 
$17  billion  in  1988,  adding  to  the  stag- 
gering Federal  debt. 

I  realize  many  colleagues  plan  to 
vote  yes  on  the  tax  bill  Thursday  be- 
lieving they  cannot  afford  to  vote 
against  "long-awaited  tax  reform." 

Those  who  vote  "yes"  on  Thursday 
may  receive  immediate  approval  by 
many  who  believe  this  tax  bill  is  what 
we  need  now. 

I  predict  1  year  from  today  those 
who  vote  against  this  tax  bill  will  be 
those  who  can  proudly  say  they  are 
not  responsible  for  the  bill's  severe 
consequences  to  our  Nation's  economy 
and  the  increasing  Federal  debt. 

I  urge  you  to  vote  "no"  on  the  tax 
bill  this  Thursday. 


VOTE  FOR  FAIRNESS 

Mr.  WOLF  asked  and  was  given  per- 
mission to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  WOLF.  Mr.  Speaker,  many  have 
spoken  of  our  "historic  opportunity" 
to  reform  the  Tax  Code.  I  want  to 
remind  this  House  that  we  do  have  a 
historic  responsibility.  The  responsi- 
bility for  making  sound  public  policy. 

To  retroactively  eliminate  the  3-year 
basis  recovery  rule  for  public  employ- 
ees is  not  sound  public  policy.  Under 
the  conference  report,  public  servants 
who  have  contributed  funds  over 
many  years  to  their  retirement  plans, 
funds  which  have  already  been  taxed, 
can  no  longer  recover  these  funds  in 
the  first  3  years  of  retirement.  As  a 
result,  these  public  servants,  teachers. 
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firemen,  policemen,  and  Federal  em- 
ployees—the people  who  educate  our 
children.  protect  our  families,  and 
make  this  country  work— could  indi- 
vidually lose  anywhere  from  $6,000  to 
$20,000.  This  bill  forces  public  serv- 
ants to  finance  the  tax  package  to  the 
tune  of  $1.8  billion  in  1987  and  $2  bil- 
lion every  year  thereafter. 

It  is  indefensible  to  make  these 
changes  retroactive.  Last  Friday  I  read 
a  letter  from  a  constituent  who  was 
ready  to  retire  from  his  job  at  NASA, 
but  stayed  on  in  order  to  help  the  pro- 
gram recover.  As  a  result,  he  did  not 
retire  before  the  retroactive  July  1, 
1986.  date  and  will  lose  $17,000.  Is  this 
the  way  to  reward  dedication  to  our 
country? 

The  conference  report  before  us 
today  is  not  fair.  The  framers  of  the 
Constitution  delegated  the  responsibil- 
ity for  taxation  to  Congress,  the  repre- 
sentatives of  the  people,  to  ensure 
that  the  Tax  Code  would  be  fair.  The 
Founders  fought  rather  than  pay 
imfair  taxes;  the  supporters  of  the 
motion  to  recommit  ask  only  that  we 
vote  for  fairness.  Support  the  motion 
to  recommit. 


REMOVAL  OF  NAME  OF  MEMBER 
AS  COSPONSOR  OF  H.R.  4935 

Mr.  SMITH  of  Florida.  Mr.  Speaker, 
I  ask  unanimous  consent  that  my 
name  be  removed  as  a  cosponsor  of 
H.R. 4935. 

The  SPEAKER  pro  tempore  (Mr. 
DURBiM).  Is  there  objection  to  the  re- 
quest of  the  gentleman  from  Florida? 

There  was  no  objection. 


THE  JOY  OF  SOBRIETY 
THROUGH  POETRY 

(Mr.  CHANDLER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  CHANDLER.  Mr.  Speaker,  we 
have  all  seen  the  devastation  wrought 
by  alcoholism. 

But  thousands  of  men  and  women 
are  recovering  today  and  enjoying 
happy,  healthy  lives. 

One  of  those  Is  a  friend  of  mine— a 
79-year-old  man,  Jerry  Kerns. 

He  expresses  the  joy  of  his  sobriety 
through  poetry.  I  would  like  to  share 
one  of  this  delightful  man's  works 
with  you  today. 
Come  on  ol'  man 
Jtist  try  one. 

You  won't  even  have  to  buy  one. 
Hey  bartender!  Give  ol'  pop  a  little  drink. 

I  appreciate  it  Bucco, 

but  you'll  be  the  guy  who's  stucco  with  ol' 

drunko. 
U  I  take  that  tasty  drink. 
'Cause  it  ain't  the  one  you  buy  me, 
it's  the  follow'  ups  that  stymie, 
social  drinkers  like  the  one  you're  talkin'  to. 
And  the  barkeep  when  on  closin' 
at  2  a.m.  and  I'm  reposing' 
'neath  the  booth  will  beg  you 
"Please  take  this  drunk  with  you!" 
Oh  it's  tempting  just  to  linger. 
and  try  a  double  finger, 
of  Old  Crow  or  sompin'  similar  you  see. 
But  when  all  the  horse  craps  finished, 
and  my  brain  somewhat  diminished. 
I'm  the  guy  who  has  to  stagger  home  with 

me. 

— Jerst  Kbrms. 


RETIREMENT  HEALTH  PLAN  ACT 
OF  1986 

(Mr.  ROWLAND  of  Connecticut 
asked  and  was  given  permission  to  ad- 
dress the  House  for  1  minute.) 

Mr.  ROWLAND  of  Connecticut.  Mr. 
Speaker,  as  the  99th  Congress  comes 
to  a  close,  I  am  pleased  with  the 
strides  that  we  have  made  to  protect 
the  benefits  of  our  senior  citizens. 
However,  there  is  still  one  major  gap 
in  health  care  coverage.  That  is,  the 
lack  of  protection  for  retiree  health 
benefits.  Unlike  pensions,  health  bene- 
fits are  not  protected  by  law  and  may 
be  altered  or  eliminated  at  any  time. 
This  is  occurring  with  alarming  fre- 
quency in  Connecticut's  Fifth  District 
and  throughout  the  country. 

Since  February,  I  have  been  meeting 
with  employee  groups  and  representa- 
tives of  corporations  of  all  sizes  in  an 
effort  to  create  a  workable  bUl  which 
protects  retirees  benefits  while  not 
unduly  penalizing  corporations.  After 
much  deliberation.  I  feel  that  we  have 
devised  an  equitable  solution  to  a  very 
tough  problem. 

My  bill,  the  Retirement  Health  Plan 
Act  of  1986  amends  ERISA  to  include 
health  benefits  and  does  not  require 
companies  to  provide  health  benefits 
to  retirees.  Rather,  it  ensures  that 
benefits  be  guaranteed  for  those 
whose  retirement  package  includes 
health  insurance. 

Mr.  Speaker,  this  bill  puts  legislative 
teeth  into  what  up  to  now  has  been  a 
moral  obligation  for  employers.  I  en- 
courage my  colleagues  to  support  this 
legislation. 


Allow  me  to  quote: 

Bud  Leuthold.  president  of  the  National 
Association  of  Wheat  Growers,  said  that 
this  section  will  remove  $300  million  from 
the  agricultural  economy. 

Kahle  of  the  Pork  Producers  Council  says 
elimination  of  carried-forward  investment 
credits  will  cost  the  farm  economy  $1  bil- 
lion. 

Mr.  Speaker.  I  urge  all  of  my  col- 
leagues to  vote  against  this  tax  fraud. 
And  for  those  who  would  vote  for  it,  I 
can  only  say  it  is  absolutely  necessary 
that  this  body  have  a  recorded  vote  so 
that  1  year  from  now  the  voters  can 
assess,  and  that  they  can  accept  the 
blame,  disappointment  and  anger  gen- 
erated by  this  bill. 


VOTE  AGAINST  THE  TAX  FRAUD 

(Mr.  MARLENEE  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  MARLENEE.  Mr.  Speaker,  there 
are  those  of  us  in  Congress  who  have 
been  attempting  to  stabilize  the  agri- 
cultural economy  and  send  the  produc- 
er a  message  saying,  "Hang  on,  we  are 
trying  to  help." 

Now  with  a  cruel  twist,  a  contradic- 
tory action,  some  Members  of  Con- 
gress want  to  pass  a  tax  reform  pack- 
age that  will  push  the  drowning  pro- 
ducer's head  under  the  water. 

A  recent  article  by  journalist  Marcia 
Krings  was  headlined  "Tax  Reform 
Package  'Monumental  Mistake'  for  Ag- 
riculture Industry." 


BUDGET  AUTHORIZATION- 
APPROPRIATION  BILL— "BAD" 

(Mr.  GREGG  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  GREGG.  Mr.  Speaker.  I  rise 
today  to  clarify  what  I  think  is  an 
error  in  the  discussion  which  is  occur- 
ring within  the  body  recently.  That  is 
the  fact  that  we  are  referring  to  the 
bill  which  is  being  taken  up  later  this 
week  as  a  continuing  resolution.  This 
bill  is  more  appropriately  a  budget  au- 
thorization appropriation  bill,  the  ac- 
ronym for  which  should  be  "BAD."  It 
is  a  bill  which  has  taken  all  the  appro- 
priation bills  and  merged  them  togeth- 
er, and  then  thrown  into  it  a  whole 
series  of  various  personal  projects  and 
pork  barrel  proposals  which  have  been 
around  this  House  for  quite  a  while. 

It  is  totally  inappropriate  that  the 
committees  of  this  House  that  are  au- 
thorizing committees  and  the  conmiit- 
tees  of  this  House  that  are  not  part  of 
the  appropriating  process  should  have 
their  responsibilities  and  jurisdictions 
so  totally  usurped  by  this  one  major 
appropriations  bill. 

It  seems  to  me  that  if  we  are  going 
to  have  a  budget  process  around  here, 
it  should  be  one  in  which  all  the  Mem- 
bers of  the  Congress  can  participate, 
and  this  bill  undermines  that  opportu- 
nity. 

It  is  a  bad  bill,  and  it  is  one  which  we 
should  reject. 


SAFETY  FOR  OUR  U.S.  NAVY 

(Mrs.  BENTLEY  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
her  remarks.) 

Mrs.  BENTLEY.  Mr.  Speaker,  to- 
morrow a  memorial  service  will  be 
held  in  my  district,  the  Second  Con- 
gressional District  of  Maryland,  to 
honor  the  life  of  P02c.  Eric  C.  Sauer- 
bom  of  the  U.S.  Navy  who  was  killed 
by  toxic  fumes  aboard  his  ship  last 
Tuesday.  He  was  one  of  two  crew 
members  fatally  overcome  by  fumes  in 
a  chemical  storage  space  aboard  the 
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U.S.S.  Enterprise  off  the  coast  of  Cali- 
fornia. 

At  age  23.  Mr.  Sauerbom  served  his 
country  with  dignity  and  courage.  As  a 
member  of  the  crew  of  the  U.S.S.  En- 
terprise, Mr.  Sauerbom  served  in  the 
U.S.  armed  services  since  March  of 
1983.  and  was  a  student  at  service 
schools  before  being  assigned  to  sea 
duty. 

As  a  result  of  this  tragic  accident,  I 
am  calling  upon  the  Secretary  of  the 
Navy  to  conduct  an  investigation  of 
ships  carrying  toxic  chemicals  and 
report  to  Congress  on  safety  measures 
that  will  prevent  crew  members  from 
being  exposed  to  health  threatening 
substances.  The  lives  of  the  men  and 
women  who  protect  our  shores  from 
hostile  aggression  are  our  most  valua- 
ble assets  and  must  be  ensured  the 
safest  working  conditions  possible. 

During  this  time  in  history,  main- 
taining a  strong  U.S.  naval  presence  in 
the  Pacific  Ocean  is  vital  to  the  pres- 
ervation of  democracy  for  the  free 
world.  Members  of  the  U.S.  armed 
services  who  serve  their  country  in 
this  capacity  are  an  extension  of  free- 
dom. 

Mr.  Speaker,  I  salute  those  who  gave 
their  lives  to  our  country  and  in  par- 
ticular P02c.  Eric  C.  Sauerbom. 


D  1245 

NATIONAL  DAY  OF  RECOGNI- 
TION FOR  MILITARY  NURSES 
WHO  WERE  PRISONERS  OF 
WAR 

(Mr.  DORNAN  of  Calif omia  asked 
and  was  given  permission  to  address 
the  House  for  1  minute  and  to  revise 
and  extend  his  remarks. ) 

Mr.  DORNAN  of  Califomia.  Mr. 
Speaker,  tomorrow  will  be  a  day  of  na- 
tional recognition  for  American  heroes 
who  are  women  of  our  country  that 
have  served  us  as  nurses  and  who 
spent  horrible  months  and  years  as 
prisoners  of  war. 

Today  there  are  almost  45,000  Amer- 
ican nurses  in  the  Army  Nurse  Corps. 
Almost  9,000  in  the  Navy  and  thou- 
sands in  the  Air  Force.  They  have  a 
glorious  tradition  to  uphold  and  they 
do  it  very  well.  There  are  eight  names 
of  American  women  on  that  beautiful 
memorial  to  our  Vietnam  veterans 
that  died  in  the  service  of  their  coim- 
try  and  in  trying  to  bring  freedom  to 
that  God-awful  part  of  the  world. 

This  tradition  goes  all  the  way  back 
to  World  War  I.  but  in  World  War  II. 
dozens  of  American  nurses  from  Cor- 
regidor,  Bataan.  also  one  nurse  who 
was  captured  by  the  Germans  from  a 
plane  crash,  their  great  tradition  will 
be  honored  tomorrow  in  this  Congress, 
at  the  White  House,  at  Arlington,  at 
Kennedy  Center  that  night  with  the 
CBS  movie  called  "Women  of  Valor" 
that  will  be  shown  later  this  year  in 
prime  time. 


I  urge  all  of  my  colleagues  to  come 
to  the  well  of  the  House  tomorrow  to 
learn  the  facts  and  to  address  with 
honor  these  women  that  are  so  deserv- 
ing. The  last  one  only  retired  from 
active  duty  in  1969.  My  hat  is  off  to  aU 
of  the  women  who  serve  this  country 
in  uniform,  and  on  tomorrow,  particu- 
larly on  this  day  of  recognition,  to  the 
Army  and  Navy  Nurse  Corps. 


ANNOUNCEMENT  BY  THE 
SPEAKER  PRO  TEMPORE 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  provisions  of  clause  5  of 
rule  I,  the  Chair  announces  that  he 
will  postpone  further  proceedings 
today  on  each  motion  to  suspend  the 
rules  on  which  a  recorded  vote  or  the 
yeas  and  nays  are  ordered,  or  on  which 
the  vote  is  objected  to  under  clause  4 
of  rule  XV. 

Such  roUcall  votes,  if  postponed,  will 
be  taken  after  debate  is  concluded  on 
all  motions  to  suspend  the  rules. 


WILDLIFE  SANCTUARY  IN  THE 
WEST  INDIES  FOR  HUMPBACK 
WHALES 

Mr.  YATRON.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  pass  the  joint 
resolution  (H.J.  Res.  67)  calling  for  a 
wildlife  sanctuary  for  humpback 
whales  in  the  West  Indies. 

The  Clerk  read  as  follows: 
H.J.  Res.  67 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  asseribled.  That  the  President 
shall,  in  concert  with  the  International 
Whaling  Commission,  seek  a  treaty  or  other 
appropriate  International  agreement  estab- 
lishing a  wildlife  sanctuary  for  humpback 
whales  in  the  West  Indies,  in  the  area  en- 
compassing the  Turks  Islands.  Mouchoir 
Passage,  Silver  Bank  Passage,  Navidad 
Bank,  and  such  additional  areas  in  the  West 
Indies  as  may  be  necessary  to  ensure  the 
protection  of  the  breeding  grounds  of  the 
humpback  whales. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  Pennsylvania 
[Mr.  Yatron]  will  be  recognized  for  20 
minutes  and  the  gentleman  from  New 
York  [Mr.  Solomon]  will  be  recog- 
nized for  20  minutes. 

The  Chair  recognizes  the  gentleman 
from  Pennsylvania  [Mr.  Yatron]. 

Mr.  YATRON.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  House  Joint  Resolution 
67,  sponsored  by  Congressman  Bill 
Whitehtjrst,  calls  on  the  President,  in 
concert  with  the  International  Whal- 
ing Commission,  to  seek  a  treaty  or 
other  international  agreement  to  es- 
tablish a  wildlife  preserve  for  hump- 
back whales  in  the  West  Indies. 

The  humpback  whale  population 
has  declined  seriously  in  recent  years. 
In  fact,  stocks  have  diminished  from 
an  estimated  100,000  to  a  low  of  6,000. 


Of  this,  approximately  3,000  are  of  the 
northwest  Atlantic  stock  which  mi- 
grates to  the  West  Indies  every  year. 

The  West  Indies,  particularly  the 
coast  of  the  Dominican  Republic,  is 
known  to  be  the  main  breeding  and 
calving  ground  for  the  humpback. 
Recent  research  indicates  that  this 
may  be  the  only  area  that  these 
hiunpbacks  find  suitable  for  their  re- 
productive activities. 

The  International  Whaling  Commis- 
sion declared  a  ban  on  the  commercial 
killing  of  humpback  whales  some 
years  ago.  Nevertheless,  humpback 
stocks  continue  to  be  in  jeopardy  of 
extinction,  not  only  from  nations  defy- 
ing the  IWC  moratorium,  but  also 
from  toxic  chemical  pollution,  dredg- 
ing, landfill,  drilling,  mining,  ocean 
dumping,  boating,  development,  and 
offshore  petroleum  activities. 

The  Subcommittee  on  Human 
Rights  and  International  Organiza- 
tions, which  I  chair,  has  conducted 
hearings  on  international  whaling 
issues,  and  the  plight  of  the  humpback 
is  well-documented.  Two  years  ago,  a 
similar  bill.  House  Joint  Resolution 
136.  was  passed  by  the  House  by  voice 
vote  imder  suspension  and  last  week 
the  Foreign  Affairs  Committee  ap- 
proved the  bill  luianimously. 

I  believe  that  House  Joint  Resolu- 
tion 67  constitutes  a  meaningful  effort 
to  arrest  the  declining  stocks  of  hump- 
bsM:k  whales.  It  authorizes  no  fimds. 
complements  the  work  of  the  IWC, 
and  is  consistent  with  U.S.  policy  and 
leadership  with  respect  to  internation- 
al whale  preservation. 

I  ask  my  colleagues  to  support  this 
important  measure. 

I  want  to  commend  Congressman 
Whitehurst  for  his  continued  interest 
and  leadership  on  this  matter,  and  I 
believe  passage  would  be  most  gratify- 
ing, as  he  plans  to  leave  Congress. 

Mr.  Speaker,  I  include  letters  from 
the  Foreign  Affairs  Committee  to 
Chairman  Jones  of  the  Committee  on 
Merchant  Marine  and  Fisheries  re- 
garding the  jurisdiction  of  House  Joint 
Resolution  67: 

House  of  Representatives 
Washington,  DC,  September  23,  1986. 
Hon.  Walter  B.  Jones, 

Chairman,  House  Committee  on  Merchant 
Marine  and  Fisheries,  Washington,  DC. 

Dear  Mr.  Chairi*an:  We  have  received  a 
copy  of  your  September  18,  1986  letter  to 
the  Speaker  of  the  House  in  which  you  have 
requested  sequential  referral  of  H.J.  Res.  67 
when  the  measure  is  reported  from  the 
Committee  on  Foreign  Affairs.  The  Com- 
mittee adopted  the  resolution  unanimously 
on  September  16  and  hopes  to  expedite  its 
passage  in  the  House  by  bringing  it  up 
under  suspension  of  the  riiles  on  Tuesday, 
September  23. 

With  respect  to  the  interest  of  the  Com- 
mittee on  Merchant  Marine  and  Fisheries  in 
the  sequential  referral  of  HJ.  Res.  67,  we 
take  note  of  Clause  (IKn)  of  Rule  X  of  the 
House  which  states  that  the  Committee  on 
Merchant  Marine  and  Fisheries  has  jurisdic- 
tion over  "fisheries  and  wildlife,  including 
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research,  restoration,  refuges,  and  conserva- 
tion" as  well  as  "international  fisliery  agree- 
ments" and  that  under  Clause  (IXn)  your 
Committee  has  traditionally  exercised  pri- 
mary responsibility  for  the  authorization  of 
the  Marine  Mammal  Protection  Act.  With- 
out prejudice  to  your  Committee's  Jurisdic- 
tion in  considering  H.J.  Res.  67,  as  ordered 
reported  by  the  Committee  on  Foreign  Af- 
fairs, we  hope  you  would  be  willing  to  agree 
to  expedite  the  passage  of  the  resolution 
and  allow  it  to  go  forward  on  Tuesday  under 
suspension  of  the  rules. 
Sincerely  yours, 

Dante  B.  Fasceix, 
Chairman,  Foreign  Affairs  Committee. 
Gus  Yatron, 
Chairman,  Subcommittee  on  Human 
Rights  and  International  Organizations. 

CoioiiTTix  ON  Merchant 

Marine  and  Fisheries. 
Washington,  DC.  September  23,  1986. 
Hon.  Dante  B.  Fasceix, 
Chairman,   Committee  on  Foreign  Affairs, 
Washington,  DC. 

Dear  Mr.  Chairman:  This  acknowledges 
your  letter  recognizing  the  Jurisdiction  of 
the  Committee  on  Merchant  Marine  and 
Fisheries  over  H.J.  Res.  67  which  calls  for 
the  establislmient  of  a  wildlife  sanctuary  for 
Humpbacic  Whales  in  the  West  Indies.  In 
light  of  your  letter  and  in  recognition  of  the 
need  to  facilitate  consideration  of  H.J.  Res. 
67,  the  Committee  on  Merchant  Marine  and 
Fisheries  hereby  waives  its  right  to  receive  a 
sequential  referral  of  this  measure. 

The  Committee  on  Merchant  Marine  and 
Fisheries,  imder  the  rules  of  the  House  of 
Representatives  and  past  precedents,  has  Ju- 
risdiction over  matters  relating  to  fisheries 
and  wildlife,  as  well  as  international  fishery 
agreements.  In  addition,  the  Committee  on 
Merchant  Marine  and  Fisheries  is  the  au- 
thorizing Committee  for  the  Marine 
Mammal  Protection  Act  and  has  a  long  his- 
tory of  interest  and  participation  in  the 
International  Whaling  Convention  and  the 
conservation  of  whales. 

While  the  Committee  on  Merchant 
Marine  and  Fisheries  waives  its  right  to  re- 
ceive a  sequential  referral  of  this  resolution, 
we  reserve  the  right  to  fully  participate  in 
any  future  consideration  of  this  or  similar 
measures  by  the  House  of  Representatives. 

With  kind  regards,  I  am. 
Sincerely, 

Walter  B.  Jones. 

Chairman. 

Mr.  SOLOMON.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  let  me  just  commend 
my  chairman  of  my  Subcommittee  on 
Human  Rights  and  International  Or- 
gsinizations  and  our  staff  for  the  work 
they  have  done  on  this  legislation.  I 
rise  in  strong  support  of  it. 

Mr.  Speaker,  I  yield  such  time  as  he 
may  consume  to  the  sponsor  of  this 
legislation,  the  gentleman  from  Vir- 
ginia [Mr.  Whitehurst],  a  gentleman 
who  has  served  in  this  House  for 
many,  many  years.  He  has  our  admira- 
tion and  respect  as  much  as  any  other 
Member  that  has  ever  served  in  this 
House,  and  unfortunately,  he  will  be 
retiring  this  year. 

Mr.  WHITEHURST.  I  thank  my  col- 
league both  for  yielding  to  me  and  for 
his  generous  words. 


Mr.  Speaker,  I  also  wish  to  thank 
the  distinguished  chairman  of  the  sub- 
committee, the  gentleman  from  Penn- 
sylvania, for  his  industry  in  bringing 
this  legislation  before  us.  Also  for  the 
high  competence  that  he  has  shown  as 
the  chairman  of  that  subcommittee. 

Mr.  Speaker,  the  distinguished  gen- 
tleman from  Pennsylvania  has  already 
given  a  summary  of  the  legislation,  ad- 
vising the  House  as  to  its  provisions 
and  what  it  will  do.  It  would  be  super- 
fluous of  me  to  try  and  expand  upon 
that.  I  just  would  like  to  say  that  this 
is  a  magnificent  creature  and  it  has 
shrunk  to  alarmingly  low  numbers 
now.  This  is  an  opportunity  for  this 
body  to  strike  a  blow  for  the  preserva- 
tion of  the  humpback  whale. 

In  the  past,  I  have  had  the  privilege 
of  supporting  and  sponsoring  legisla- 
tion protecting  wildlife  and  endan- 
gered species.  I  do  feel  that  it  is  fitting 
that  one  of  the  last  official  acts  that  I 
will  have  here  is  to  be  the  sponsor  of 
this  legislation. 

Just  a  few  moments  ago,  a  colleague 
of  mine  in  the  cloakroom  made  men- 
tion of  this  legislation,  and  he  said, 
"This  is  a  wonderful  thing  that  we 
should  be  taking  this  kind  of  step  and 
try  to  preserve  this  creature  from  ulti- 
mate extinction." 

So  I  do  encourage  my  colleagues  to 
support  it.  Both  this  administration 
and  the  Government  of  the  Domini- 
can Republic  support  the  resolution.  I 
have  every  hope  that  it  will  get  quick 
action  in  the  other  body  if  it  is  passed 
here  this  afternoon. 

I  thank  my  colleagues  again  for 
their  courtesy  in  bringing  this  legisla- 
tion up. 

D  1255 

Mr.  YATRON.  Mr.  Speaker,  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

Mr.  SOLOMON.  Mr.  Speaker,  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

The  Speaker  pro  tempore  (Mr. 
DuRBiN).  The  question  is  on  the 
motion  offered  by  the  gentleman  from 
Pennsylvania  [Mr.  Yatron]  that  the 
House  suspend  the  rules  and  pass  the 
joint  resolution,  (H.J.  Res.  67). 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  joint 
resolution  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 
Mr.  YATRON.  Mr.  Speaker,  I 


ask 


unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
joint  resolution  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Pennsylvania? 

There  was  no  objection. 


SENSE  OP  HOUSE  TO  SUPPORT 
GOALS  OF  THE  FIRST  EARTH 
RUN 

Mr.  YATRON.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  agree  to  the 
resolution  (H.  Res.  160)  to  express  the 
sense  of  the  House  of  Representatives 
that  the  people  of  the  world  should 
support  and  encourage  the  goals  of 
the  First  Earth  Run. 

The  Clerk  read  as  follows: 
H.  Res.  160 

Whereas  an  international  torch  relay,  to 
be  known  as  the  First  Earth  Run,  had  been 
planned  by  David  Gershon,  the  director  of 
the  1980  Winter  Olympic  Torch  Relay  and 
one  of  the  foremost  organizers  of  interna- 
tional running  events  in  the  world; 

Whereas  the  First  Earth  Run  will  encircle 
the  world,  and  thus  link  the  people  of  dif- 
ferent nations,  honor  their  common  human- 
ity, and  promote  the  spirit  of  global  coop- 
eration needed  to  resolve  the  problems  of 
the  world,  including  hunger,  poverty,  and 
disease; 

Whereas,  between  September  1986  and 
January  1987.  during  the  First  Earth  Run,  a 
flaming  torch  will  be  passed  from  runner  to 
runner,  traveling  through  nation  after 
nation,  and  the  torch  will  be  used  to  ignite 
candles  in  conununities  worldwide; 

Whereas  the  First  Earth  Run  will  begin 
and  end  at  United  Nations  headquarters  in 
New  York,  and  thereby  encircle  the  world 
with  light; 

Whereas  people  worldwide  will  share  a 
conunon  experience  in  the  success  of  the 
First  Earth  Run,  with  its  inspiring  ceremo- 
ny and  symbolism; 

Whereas  sharing  a  common  experience 
will  encourage  a  new  consciousness  in  the 
people  of  the  world,  and  that  new  conscious- 
ness will  perceive  a  united  world  and  a 
united  humanity; 

Whereas  th'  "Irst  Earth  Run  is  an  appro- 
priate means  .o  capture  the  imagination  of 
the  entire  world  with  the  message  that  the 
people  of  the  world  can  and  should  take  re- 
sponsibility for  their  shared  destiny;  and 

Whereas  the  people  of  the  United  States 
share  with  the  people  of  the  world  the 
hopes  and  dreams  embodied  in  the  First 
Earth  Run:  Now,  therefore,  be  it 

Resolved,  That  the  House  of  Representa- 
tives, believing  that  the  First  Earth  Run 
will  contribute  to  improve  relations  among 
the  peoples  of  the  world— 

(1)  supports  the  spirit  of  global  coopera- 
tion reflected  in  the  First  Earth  Run; 

(2)  declares  that  the  people  of  all  nations 
should  be  encouraged  to  support  the  goals 
and  ideals  of  the  First  Earth  Run  and  to 
extend  their  good  will  to  all  participants  in 
the  First  Earth  Run;  and 

(3)  calls  upon  the  leaders  of  all  nations  to 
provide  such  encouragement  for  the  First 
Earth  Run. 

Sec.  2.  The  House  of  Representatives  re- 
quests that  the  President  convey  to  the 
leaders  of  other  nations  the  policies  ex- 
pressed in  this  resolution. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  Pennsylvania 
[Mr.  Yatron]  will  be  recognized  for  20 
minutes  and  the  gentleman  from  New 
York  [Mr.  Gilman]  will  be  recognized 
for  20  minutes. 
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The  Chair  recognizes  the  gentleman 
from  Pennsylvania  [Mr.  Yatron]. 

Mr.  YATRON.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consimie. 

Mr.  Speaker,  as  chairman  of  the 
Subcommittee  on  Human  Rights  and 
International  Organizations,  I  believe 
in  the  initiative  proposed  in  House 
Resolution  160.  This  resolution  asks 
the  people  of  the  world  to  support  and 
encourage  the  goals  of  the  First  Earth 
Run— an  international  torch  relay. 
This  flaming  torch  is  to  be  carried 
throughout  the  world,  lighting  the 
path  for  unity  and  cooperation  among 
all  nations.  Its  glow  may  symbolize 
hope  for  the  hungry,  poor,  and  dis- 
eased, and  brighten  the  often  dismal 
face  of  reality. 

Begiiming  and  ending  at  the  United 
Nations  headquarters  in  New  York, 
this  international  event  will  highlight 
more  than  running  or  physical  endur- 
ance. It  instead  focuses  on  the  very 
best  of  humankind— the  desire  for  a 
common  good,  the  sharing  of  the 
dream  of  peace,  and  the  resolution  of 
international  conflict.  As  runners  from 
each  country  transport  the  torch,  they 
will  bring  with  them  the  desire  of 
their  countrymen  and  women  to  join 
in  this  universal  celebration  of  life. 
The  United  States  should  be  at  the 
forefront  of  this  special  event.  We 
have  always  tried  to  infuse  the  world 
with  our  desire  for  freedom  and  jus- 
tice. What  better  way  to  alight  the 
imagination  of  all  the  Earth's  people 
than  by  sending  them  a  message  of 
harmony  and  good  will. 

Let  me  take  this  opportunity  to  com- 
mend Congressman  McHugh  and  Con- 
gressman Oilman  for  introducing  this 
resolution.  Both  of  these  gentlemen 
have  worked  diligently  toward  illumi- 
nating the  Congress  on  many  issues  in- 
volving human  rights  and  the  better- 
ment of  humanity  everywhere. 

Mr.  OILMAN.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  support  the  resolu- 
tion and  urge  its  unanimous  adoption. 

Mr.  Speaker,  the  resolution  is  non- 
controversial  nonpolitical,  and  similar 
to  the  resolutions  we  have  adopted 
every  4  years  to  celebrate  the  opening 
of  the  Olympic  games.  It  was  intro- 
duced last  year  by  the  gentleman  from 
New  York  [Mr.  McHugh]  and  myself, 
and  I  believe  all  my  colleagues  can  and 
will  want  to  fully  support  it. 

The  resolution  puts  the  House  on 
record  in  support  of  the  spirit  of 
global  cooperation  reflected  in  the 
First  Earth  Run,  an  international 
torch  relay  that  began  last  week  at  the 
United  Nations  and  will  circle  the 
globe  in  the  coming  months.  It  encour- 
ages people  in  other  nations  to  join  us 
in  supporting  the  ideas  of  the  First 
Earth  Run. 

The  torch  relay  reflects  a  vision  that 
people  throughout  the  world  share  a 
common  humanity  that  can  be  coop- 
eratively harnessed  in  addressing  the 


shared  problems  we  face,  such  as 
those  of  himger,  poverty,  and  disease. 

The  organizer  of  the  event,  Mr. 
David  Oershon,  served  as  director  of 
the  1980  Winter  Olympic  Torch  Relay 
and  organized  and  led  the  Liberty 
Torch  Bicentennial  Relay. 

The  event  itself  is  being  supported 
in  a  variety  of  ways  by  a  number  of 
agencies,  including  UNICEF.  It  has 
been  endorsed  by  many  prominent  or- 
ganizations and  individuals  including 
our  former  colleague.  Bradford  Morse, 
the  former  UNDP  Administrator,  and 
by  New  York  Governor  Cuomo. 

I  hope  that  this  resolution  will  be 
endorsed  by  my  colleagues.  According- 
ly, I  urge  its  adoption. 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mr.  YATRON.  Mr.  Speaker,  I  yield 
such  time  as  he  may  consume  to  the 
gentleman     from     New     York     [Mr. 

McHUGH]. 

Mr.  McHUGH.  Mr.  Speaker,  first  of 
all,  I  want  to  thank  my  distinguished 
friend,  the  gentleman  from  Pennsylva- 
nia [Mr.  Yatron],  the  chairman  of  the 
subcommittee,  for  yielding  to  me  and 
for  bringing  this  resolution  to  the 
floor. 

I  also  want  to  express  my  apprecia- 
tion to  my  friend,  the  gentleman  from 
New  York  [Mr.  Oilman],  who  is  a  co- 
sponsor  with  me  of  this  resolution, 
and  urge  the  Members  of  the  House  to 
adopt  it.  hopefully  unanimously. 

Mr.  Speaker,  more  than  2  years  ago 
I  was  approached  by  a  young  man 
with  a  vision  of  a  world  motivated  by  a 
spirit  of  global  cooperation  and  by  re- 
newed efforts  toward  resolving  our 
common  problems,  including  hunger, 
poverty,  and  disease. 

That  young  man  was  David  Oer- 
shon, a  leading  organizer  of  national 
and  international  running  programs. 
It  was  his  view  that  an  international 
torch  relay,  one  that  would  touch  the 
lives  of  millions  across  the  globe,  could 
serve  as  a  powerful  catalyst  to  remind 
us  of  our  shared  humanity  and  thus 
ignite  a  new  spirit  of  global  coopera- 
tion. 

He  called  this  event  the  First  Earth 
Run,  and  last  week  his  vision  became  a 
reality  as  the  First  Earth  Rim  was  ini- 
tiated at  the  United  Nations  in  New 
York. 

The  resolution  before  us  today 
would  put  the  House  of  Representa- 
tives on  record  in  support  of  the  spirit 
of  global  cooperation  reflected  in  the 
First  Earth  Run.  It  would  also  encour- 
age leaders  and  people  in  other  na- 
tions to  join  with  us  in  supporting  the 
goals  of  the  First  Earth  Run,  and  to 
extend  their  good  will  to  all  those  who 
will  be  participating  in  this  event. 

Mr.  Speaker,  in  the  coming  weeks 
and  months  the  world  will  be  encircled 
in  light  as  runners  from  different  na- 
tions carry  a  flaming  torch  on  a  world- 
wide journey.  That  torch  will  be 
passed  from  runner  to  runner,  travel- 


ing through  nation  after  nation.  It  will 
be  used  to  ignite  candles  in  communi- 
ties worldwide,  thus  linking  the  people 
of  different  nations  and  honoring 
their  common  humanity. 

Eventually  this  torch  will  be  carried 
back  to  the  United  Nations  in  New 
York,  where  closing  ceremonies  will  be 
held  later  this  year.  Its  successful  con- 
clusion will  serve  to  remind  all  of  us 
that  we  can  and  should  cooperate  in 
addressing  the  fundamental  problems 
that  we  face  as  common  inhabitants  of 
this  small  planet. 

This  is  a  timely  message,  one  that 
has  been  endorsed  by  many  prominent 
organizations  and  individuals.  They  in- 
clude organizations  like  UNICEF  and 
Jaycees  International,  and  individuals 
such  as  former  UNDP  Administrator 
Bradford  Morse.  In  New  York  State. 
Governor  Cuomo  has  proclaimed  Sep- 
tember 16  as  First  Earth  Run  Day. 

In  short,  all  of  us  who  inhabit  this 
planet  will  share  a  common  experience 
in  the  coming  months,  one  that  will 
hopefully  encourage  a  new  conscious- 
ness that  we  can  and  should  take  re- 
sponsibility for  our  shared  destiny. 

Events  like  this  are  truly  inspiring, 
Mr.  Speaker.  But  they  do  not  take 
place  without  substantial  commitment 
and  hard  work.  The  organizers  of  this 
event  have  spent  years  putting  it  to- 
gether. They  had  to  overcome  massive 
logistical  problems.  They  had  to  raise 
major  sums  of  money  to  support  the 
event.  And  they  had  to  find  others 
who  shared  the  vision  reflected  in  it. 
people  who  were  willing  to  give  of 
their  time  and  energies  to  participate 
and  insure  its  success. 

The  problems  were  enormous,  but 
they  have  been  overcome  by  the  dedi- 
cation, energy,  and  intelligence  of  all 
of  those  who  participated  in  planning 
the  First  Earth  Run. 

Clearly,  special  credit  is  due  to  Mr. 
Oershon.  Throughout  the  entire  plan- 
ning process,  he  has  never  lost  the 
sense  of  vision  that  initially  inspired 
the  event. 

That  is  not  hard  to  understand  if 
you  know  David  Oershon  as  I  do. 
David  served  as  the  director  of  the 
1980  Winter  Olympic  Torch  Relay.  He 
organized  and  led  the  Liberty  Torch 
Bicentennial  Relay  on  an  epic  9,000- 
mile  journey  through  all  50  States,  the 
longest  nonstop  relay  in  history.  And 
he  has  organized  or  been  a  consultant 
in  developing  nmning  events  through- 
out North  America,  Europe,  and  Aus- 
tralia. For  4  years  he  served  as  associ- 
ate coordinator  for  the  New  York  City 
Marathon. 

David  has  received  numerous  honors 
and  awards  for  his  activities,  such  as 
the  U.N.  Peace  Medal  "for  efforts  to 
develop  greater  global  understanding 
and  cooperation  among  people 
through  sports"  and  the  President's 
CouncU  on  Physical  Fitness  and 
Sports  Honor  Award  "for  outstanding 
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efforts  to  promote  physical  fitness  and 
running  In  America." 

Given  his  imagination,  talent,  and 
energy,  it  is  not  surprising  that  prob- 
lems have  been  overcome  and  the 
First  Earth  Run  is  now  a  reality.  It  is 
an  imaginative  and  nonpolitical  event 
that  has  been  carefully  organized  and 
planned,  and  it  offers  people  through- 
out the  world  a  new  opportunity  to 
affirm  their  common  aspirations. 
These  are  aspirations  we  share,  Mr. 
Speaker,  and  therefore  it  is  entirely 
fitting  that  this  House  pass  House 
Resolution  160.  The  First  Earth  Run 
is  a  timely  reminder  that  all  of  us  do 
share  a  common  humanity.  In  an 
often  dispirited  world,  this  extraordi- 
nary event  offers  a  rare  opportunity 
for  promoting  international  good  will. 
It  certainly  deserves  our  wholehearted 
support,  and  I  urge  my  colleagues  to 
support  this  resolution. 

Mr.  YATRON.  Mr.  Speaker.  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

Mr.  OILMAN.  Mr.  Speaker.  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  Pennsylvania 
[Mr.  Yatron]  that  the  House  suspend 
the  rules  and  agree  to  the  resolution. 
House  Resolution  160. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  reso- 
lution was  agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  YATRON.  Mr.  Speaker.  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
resolution  just  agreed  to. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Pennsylvania? 

There  was  no  objection. 


DESIGNATING      THE      ROSE      AS 
THE  NATIONAL  FLORAL 

EMBLEM 

Mr.  GARCIA.  Mr.  Speaker.  I  move 
to  suspend  the  rules  and  pass  the 
Senate  joint  resolution  (S.J.  Res.  159) 
to  designate  the  rose  as  the  national 
floral  emblem. 

The  Clerk  read  as  follows: 
S.J.  Res.  159 

Whereas  the  study  of  fossils  has  shown 
that  the  rose  has  been  a  native  wild  flower 
in  America  for  over  thirty-five  million  years; 

Whereas  the  rose  is  grown  today  in  every 
SUte: 

Whereas  the  rose  has  long  represented 
love,  friendship,  peace,  and  the  devotion  of 
the  American  people  to  their  country; 

Whereas  the  rose  has  been  cultivated  and 
grown  in  gardens  for  over  five  thousand 


years  and  is  referred  to  in  both  the  Old  and 
New  Testaments: 

Whereas  the  rose  has  for  many  years  been 
the  favorite  flower  of  the  American  people, 
has  captivated  the  affection  of  human  kind, 
and  has  been  revered  and  renowned  in  art, 
music,  and  literature: 

Whereas  our  first  President  was  also  our 
first  rose  breeder,  one  of  his  varieties  being 
named  after  his  mother  and  still  being 
grown  today;  and 

Whereas  the  Untied  States  is  without  a 
national  flower;  Now.  therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  the  flower 
commonly  known  as  the  rose  is  designated 
and  adopted  as  the  national  floral  emblem 
of  the  United  States  of  America,  and  the 
President  of  the  United  States  is  authorized 
and  requested  to  declare  such  fact  by  proc- 
lamation. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  New  York  [Mr. 
Garcia]  will  be  recognized  for  20  min- 
utes and  the  gentleman  from  Utah 
[Mr.  Hansen]  will  be  recognized  for  20 
minutes. 

The  Chair  recognizes  the  gentleman 
from  New  York  [Mr.  Garcia]. 

Mr.  GARCIA.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker.  I  rise  in  support  of 
Senate  Joint  Resolution  159  to  desig- 
nate the  rose  as  the  national  floral 
emblem  of  the  United  States.  The  des- 
ignation of  a  national  floral  emblem 
lies  at  the  center  of  one  of  the  longest 
running  debates.  Congressional  at- 
tempts to  designate  particular  flowers 
as  symbols  of  our  Nation's  history  and 
traditions  date  as  early  as  the  19th 
century.  So  why  should  we  move  to 
conclude  this  debate?  The  answer  is 
quite  simple.  Interest  in  designating  a 
national  floral  emblem  has  markedly 
increased  over  the  past  year.  Public 
opinion  polls  show  overwhelming  sup- 
port of  the  American  people  for  the 
rose  as  our  national  flower. 

Many  Americans  view  the  rose  as  a 
symbol  for  love,  peace,  friendship, 
courage,  loyalty,  and  devotion.  Differ- 
ent variations  of  the  rose  are  grown  in 
every  State  of  the  Union  and  it  has 
become  part  of  many  of  our  country's 
official  ceremonies.  Many  major  West- 
em  countries  have  a  national  flower 
and  it  seems  only  appropriate  that  the 
United  States  join  them  by  designat- 
ing the  rose  as  our  national  floral 
emblem. 

D  1305 

Mr.  HANSEN.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  as  you  may  know,  the 
action  which  we  are  about  to  take  here 
today  is  totally  unprecedented  and 
may  be  controversial. 

In  some  nations  emblems  are  desig- 
nated by  law,  in  others  emblems  or 
symbols  evolve  in  the  course  of  the  na- 
tion's history.  In  the  United  States 
Congress  has  neither  defined  nor  des- 


ignated a  national  symbol  or  emblem 
rather  they  have  evolved  in  the  course 
of  many  years. 

Today  we  are  setting  a  precedent  by 
designating  a  national  floral  emblem. 
Congressional  attempts  to  designate  a 
particular  flower  as  a  symbol  of  our 
Nation  dates  back  as  early  as  the  late 
19th  century. 

Senate  Joint  Resolution  159  would 
designate  the  rose  as  the  national 
floral  emblem  of  the  United  States  of 
America.  The  rose  is  easily  recognized, 
attractive  and  I  feel  truly  representa- 
tive in  that  it  is  a  native  American 
flower.  Mr.  Si}eaker,  I  ask  my  col- 
leagues to  join  me  in  supporting 
Senate  Joint  Resolution  159. 

Mr.  GARCIA.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume, 
and  I  will  be  very  brief. 

I  would  just  like  to  take  this 
moment  to  congratulate  our  colleague, 
the  gentlewoman  from  Louisiana,  Mrs. 
LiNDY  BoGGS,  for  her  work  on  behalf 
of  the  rose  as  a  national  emblem. 

Mrs.  BOGGS.  Mr.  Speaker.  I  appreciate  the 
opportunity  to  present  this  statement  In  sup- 
port of  Senate  Joint  Resolution  159.  For  the 
purpose  of  designating  the  rose  as  the  nation- 
al floral  emblem  of  the  United  States. 

Senate  Joint  Resolution  1 59  is  identical  to  a 
resolution  I  Introduced.  House  Joint  Resolu- 
tion 385  which  Is  cosponsored  by  272  of  our 
colleagues.  The  Senate  measure  was  passed 
unanimously  by  that  body  last  year. 

Our  country  Is  unique  among  the  major 
powers  In  the  world  In  having  no  national 
flower.  I  am  not  acquainted  with  the  circum- 
stances under  which  other  countries  have 
made  such  designations,  but  I  am  confident 
that,  among  the  reasons,  there  prevailed  the 
feeling  that  a  national  flower  could  function  as 
a  symbol  of  the  country— supporting  the  pri- 
mary symbol,  the  flag. 

For  centunes.  the  rose,  which  is  found  all 
over  the  world,  has  held  a  high  position  in  the 
hearts  and  minds  of  men.  No  flower  has  been 
more  closely  linked  with  human  affairs  than 
the  rose. 

It  has  affected  the  lives  and  customs  of 
people  and  nations.  Down  through  the  ages  of 
history,  the  influence  of  this  bloom  is  recorded 
in  religion,  in  art.  In  music,  in  song,  In  story, 
and  in  legend. 

The  rose  has  also  a  long  and  proud  Ameri- 
can history.  Its  fossils  dating  back  35  to  40 
million  years  in  Colorado  and  in  other  loca- 
tions. When  the  Mayflower  landed  at  Plymouth 
on  a  lovely  June  day.  it  was  recorded  that 
"the  shore  was  fragrant  like  the  smell  of  a 
rose  garden,  and  happy  children  gathered 
strawtierries  and  wild  roses." 

An  early  visitor  noted  their  presence  in  New 
Amsterdam,  and  they  were  also  grown  in  gar- 
dens of  old  Virginia,  New  England,  and  South 
Carolina. 

In  his  txMk  of  physics,  William  Penn  writes 
at>out  their  tieauty  and  medicinal  virtues.  I  un- 
derstand that  his  heirs  annually  accepted  a 
single  rose  In  payment  for  rent  on  certain 
Pennsylvania  properties. 
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There  are  several  varieties  of  roses  named 
for  former  Presidents  and  First  Ladies  of  the 
United  States. 

Many  of  the  most  important  national  and 
international  events,  including  the  signing  of 
significant  legislation,  occur  in  the  White 
House  Rose  Garden. 

The  evolution  of  roses  in  the  past  and  in 
the  present  must  t}e  credited  to  those  who 
love  the  flower.  Since  the  19th  century,  a 
great  revival  in  rose  interest  has  taken  place. 

The  work  of  rose  hybridists  has  greatly  en- 
hanced the  beauty,  fragrance,  arxJ  the  varie- 
ties of  roses  that  are  now  grown. 

It  seems,  in  fact,  that  it  is  almost  possible  to 
use  the  rose  as  an  index  of  human  progress. 
As  civilizations  have  emerged,  risen  to  their 
height  and  fallen,  so  has  interest  In  the  rose 
followed  a  parallel  course. 

There  seems  little  question  that  the  rose 
today  is  America's  favorite  bloom.  Poll  after 
poll  demonstrates  the  truth  of  that  statement. 

Estimates  range  as  high  as  20  to  1  In  gaug- 
ing the  favorite  margin  of  America's  prefer- 
ence of  the  rose  in  flower  selection. 

In  fact,  several  States  have  designated  the 
rose  as  their  symbol. 

Because  of  the  many  associations  which 
surround  the  rose,  and  because  it  is  cleariy 
the  ovenwhelming  favorite  of  our  people,  I  be- 
lieve Congress  should  hesitate  no  longer  In 
designating  it  as  the  national  flower. 

Such  a  designation  would  be  partlculariy  fit- 
ting because  of  Its  traditional  association  as  a 
symbol  of  peace.  It  would  equally  demonstrate 
to  the  worid  our  dedication  to  the  ideals  of 
love,  courage,  loyalty,  and  devotion— all  of 
which  are  normally  linked  with  the  rose. 

Perhaps  the  naming  of  the  rose  as  our  na- 
tional flower  could  in  Its  small  way  demon- 
strate to  the  worid  that  we,  Americans,  as  well 
as  being  strong  and  bold,  retain  an  apprecia- 
tion and  love  or  beauty,  of  fragrance,  of  gentil- 
ity, of  the  aesthetic,  or  finer  things  in  life. 

Mr.  Speaker,  no  other  flower  could  better 
symbolize  the  greatness  and  strength  and 
energy  of  our  country. 

It  is  clear  that  we  need  a  well-recognized 
floral  emblem. 

One  that  is  native  to  our  land. 

One  that  can  be  grown  and  used  in  every 
comer  of  the  country. 

One  that  can  be  planted  with  dignity  in 
small  gardens  as  well  as  public  lands.  One 
that  as  a  fresh  flower  can  be  used  as  a 
symbol  of  peace  and  welcome  when  we  re- 
ceive foreign  visitors,  and  when  we  honor 
men  and  women  of  our  own  selection. 

One  that  signifies  love  with  its  history, 
beauty  and  fragrance. 

With  its  strong  growth,  its  upright  branches 
reaching  for  the  Sun,  its  deep  green  foliage, 
and  the  occasional  bite  of  a  thorn,  the  rose 
tells  of  the  people  it  should  represent. 

I,  therefore,  ask  that  my  colleagues  join  the 
272  cosponsors  of  this  legislation  and  give  fa- 
vorable consideration  to  Senate  Joint  Resolu- 
tk}n  159  which  designates  tfra  rose  as  the  na- 
tional floral  emblem. 

Mr.  LAGOMARSINO.  Mr.  Speaker,  I  rise  in 
support  of  Senate  Joint  Resolution  159,  a  bill 
which  would  designate  the  rose  as  the  natk>n- 
al  floral  emblem. 

We  are  a  nation  of  people  who  take  great 
pride  in  the  symbols  which  represent  us— the 
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bald  eagle,  the  stars  and  stripes,  the  Statue  of 
Liberty— all  emblems  of  this  great  country, 
attest  to  a  nation  of  people  pledged  to  free- 
dom, justice,  and  equality.  Like  these  symbols, 
the  rose  would  provide  us  with  another  natkjn- 
al  emblem  in  which  Americans  couW  take 
pride.  A  native  grown  flower,  which  has  been 
discovered  in  fossils  35  million  years  old, 
grown  in  every  State  in  the  Nation,  a  flower 
noted  for  Its  beauty,  the  rose  seems  the  obvi- 
ous choice  as  the  official  flower  of  the  United 
States. 

Not  only  for  historic  and  esthetic  reasons 
would  the  rose  be  the  best  choice  for  our  na- 
tional floral  emblem,  but  also  the  rose  is  eco- 
nomically Important  to  this  country.  As  a 
matter  of  fact,  the  rose  is  very  important  to 
growers  in  my  home  State  of  California.  Cali- 
fornia produces  approximately  half  of  tall 
roses  grown  for  cut  flower  purposes  in  Amer- 
ica. Eight  million  rose  plants  used  for  cut  flow- 
ers are  produced  in  California.  In  my  district 
alone  the  value  of  roses  In  cut  flower  com- 
modities is  quite  signifk:ant.  I  know  that  Call- 
fornians  like  me  would  be  most  proud  to  rec- 
ognize the  rose  as  the  official  flower  of  the 
United  States. 

Mr.  Speaker,  I  ask  my  colleagues  to  support 
Senate  Joint  Resolution  159  and  recognize 
the  rose  as  the  national  floral  emblem  of  the 
United  States. 

Mr.  HANSEN.  Mr.  Speaker, 
back  the  balance  of  my  time. 

Mr.  GARCIA.  Mr.  Speaker, 
back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore  (Mr. 
DxjRBiN).  The  question  is  on  the 
motion  offered  by  the  gentleman  from 
New  York  [Mr.  Garcia]  that  the 
House  suspend  the  rules  and  pass  the 
Senate  joint  resolution.  Senate  Joint 
Resolution  159. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the 
Senate  joint  resolution  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


yield 
yield 


DWIGHT  DAVID  EISENHOWER 
CENTENNIAL  COMMISSION 

Mr.  GARCIA.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  pass  the  bill 
(H.R.  4302)  to  establish  a  Commission 
for  the  purpose  of  encouraging  and 
providing  for  the  commemoration  of 
the  centennial  of  the  birth  of  Presi- 
dent Dwight  David  Eisenhower,  as 
amended. 

The  Clerk  read  as  follows: 
H.R. 4302 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

SECTION  I.  FINDINGS. 

The  Congress  finds  that  as  the  Nation  ap- 
proaches October  14,  1990,  marking  the 
100th  anniversary  of  the  birth  of  Dwight 
David  Eisenhower,  it  is  appropriate  to  estab- 
lish a  national  commission  to  contribute  to 
the  commemoration  of  that  anniversary. 

SEC.  2.  ESTABLISHMENT. 

There  is  established  the  Dwight  David  Ei- 
senhower Centennial  Commission  (herein- 


after in  this  Act  referred  to  as  the  "Commis- 
sion"). 

SEC.  3.  DITIES. 

The  Commission  shall— 

(1)  in  cooperation  with  the  Eisenhower 
World  Affairs  Institute  in  the  District  of 
Columbia,  the  Eisenhower  Foundation  in 
Abilene,  Kansas,  and  such  other  public  or 
private  entities  as  the  Commission  considers 
appropriate,  encourage,  plan,  develop,  and 
coordinate  observances  and  activities  com- 
memorating the  centennial  of  the  birth  of 
Dwight  David  Elsenhower;  and 

(2)  submit  recommendations  to  Congress 
relating  to  a  joint  meeting  of  both  Houses 
of  Congress  to  commemorate  that  centenni- 
al. 

SEC.  4.  MEMBERSHIP. 

(a)  Number  awd  Ai»Poumttirr.— The  Com- 
mission shall  l>e  composed  of — 

(1)  the  President  pro  tempore  of  the 
Senate; 

(2)  the  Speaker  of  the  House  of  Repre- 
sentatives; 

(3)  6  memt>ers  of  the  Senate  appointed  by 
the  President  pro  tempore  of  the  Senate  (of 
whom  3  shall  be  upon  recommendation  of 
the  majority  leader  of  the  Senate  and  3 
shall  be  upon  recommendation  of  the  mi- 
nority leader  of  the  Senate); 

(4)6  members  of  the  House  of  Represent- 
atives appointed  by  the  Speaker  of  the 
House  of  RepresenUtlves  (of  whom  3  shall 
be  upon  recommendation  of  the  majority 
leader  of  the  House  of  Representatives  and 
3  shall  be  upon  recommendation  of  the  mi- 
nority leader  of  the  House  of  Representa- 
tives); 

(5)6  members  appointed  by  the  President; 
and 

(6)  the  Archivist  of  the  United  States  or 
his  delegate. 

A  vacancy  in  the  Commission  shall  be  filled 
in  the  manner  in  which  the  original  ap- 
pointment was  made. 

(b)  Terms.— (1)  Except  as  provided  In 
paragraph  (2),  memt>ers  of  the  Commission 
shall  be  appointed  for  the  life  of  the  Com- 
mission. 

(2)  If  any  member  of  the  Commission  who 
was  appointed  as  a  Member  of  Congress  or 
an  officer  In  the  executive  branch  ceases  to 
l>e  such  a  Member  or  officer,  that  Individual 
may  continue  as  a  mem)>er  of  the  Commis- 
sion for  not  longer  than  the  30-day  period 
lieginning  on  the  date  such  individual  ceases 
to  be  such  a  Meml>er  or  officer. 

(c)  Pay;  Expenses.— <  1 )  Members  of  the 
Commission  shall  serve  without  pay. 

(2)  Subject  to  the  availability  of  appro- 
priations, whUe  away  from  their  homes  or 
regular  places  of  business  in  the  perform- 
ance of  services  for  the  Commission,  mem- 
t>ers  shall  be  allowed  travel  expenses,  in- 
cluding a  per  diem  allowance  In  lieu  of  sub- 
sistence, in  the  same  marmer  as  persons 
serving  Intermittently  In  (jovemment  serv- 
ice are  allowed  travel  expenses  under  sec- 
tion 5703  of  title  5,  United  States  Code. 

(d)  Quorum.— Eleven  memt>ers  of  the 
Commission  shall  constitute  a  quorum. 

(e)  Chair  and  Vice  Chair.— Members  of 
the  Commission  shall  select  a  chair  and  a 
vice  chair  from  among  Its  members. 

(f)  Meetings.— (1)  Except  as  provided  In 
paragraph  (2),  the  Commission  shall  meet 
at  the  call  of  the  chair  or  a  majority  of  its 
members. 

(2)  The  first  meeting  of  the  Commission 
sha!l  l>e  called  by  the  Speaker  of  the  House 
of  Representatives  and  the  President  pro 
tempore  of  the  Senate  wittiin  6  months 
after  the  date  of  the  enactment  of  this  Act. 
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SEC  S.  POWERS. 

(a)  ExECUTivK  Director  awd  Sta»t.— (1) 
The  Conunission  may  accept  the  services  of 
an  executive  director  and  staff  personnel 
only  as  provided  in  subsection  (b)(1). 

(2)  Any  individual  providing  services 
under  paragraph  (1)  may  be  afforded  travel 
expenses  (including  a  per  diem  allowance  in 
lieu  of  subsistence)  subject  to  the  same 
terms  and  conditions  as  apply  under  section 
4(cK2). 

(b)  DoDATioNS.— ( 1)  The  Commission  may 
accept,  use.  and  dispose  of  gifts  or  donations 
of  money,  property,  or  personal  services. 

(2KA)  Any  books,  manuscripts,  miscellane- 
ous printed  matter,  memorabilia,  relics,  or 
other  materials  donated  to  the  Commission 
which  relate  to  the  life  of  Dwight  David  Ei- 
senhower— 

(i)  may  be  deposited  for  preservation  in 
the  Dwight  David  Eisenhower  Library  in 
Abilene,  Kansas:  or 

(ii)  subject  to  subparagraph  (B),  may  oth- 
erwise be  disposed  of  by  the  Commission  in 
consultation  with  the  Librarian  of  Congress 
and  the  Secretary  of  the  Smithsonian  Insti- 
tution. 

(B)  Materials  may  not  be  disposed  of 
under  subparagraph  (A)(ii)  without  the  con- 
sent of  the  Dwight  David  Eisenhower  Li- 
brary. 

(c)  Powers  or  Members  and  Agents.— Any 
member  or  agent  of  the  Commission  may,  if 
so  authorized  by  the  Commission,  take  any 
action  which  the  Commission  is  authorized 
to  take  under  this  Act. 

(d)  Mails.— The  Commission  may  use  the 
United  States  maUs  in  the  same  manner  and 
under  the  same  conditions  as  other  depart- 
ments and  agencies  of  the  United  States. 

SEC.  6.  REPORTS. 

(a)  Interim  Reports.— The  Commission 
shall  transmit  interim  reports  to  the  Presi- 
dent and  each  House  of  Congress  no  later 
than  December  31  of  each  year.  Each  such 
report  shall  include  a  description  of  the  ac- 
tivities of  the  Commission  during  the  year 
covered  by  the  report,  an  accounting  of  any 
funds  received  or  expended  by  the  Commis- 
sion during  such  year,  and  recommenda- 
tions for  any  legislation  or  administrative 
action  which  the  Commission  considers  ap- 
propriate. 

(b)  Pinal  Report.— The  Commission  shall 
transmit  a  final  report  to  the  President  and 
each  House  of  Congress  no  later  than  De- 
cember 31.  1990.  Such  report  shall  include 
an  accounting  of  any  funds  received  or  ex- 
pended, and  the  disposition  of  any  other 
properties,  not  previously  reported. 

SEC.  7.  TERMINATION. 

(A)  Date.— The  Commission  shall  termi- 
nate on  such  date  as  the  Commission  may 
determine,  but  not  later  than  December  31, 
1990. 

(b)  Disposition  op  Funds  and  Property.— 
(1)  Any  funds  held  by  the  Commission  on 
the  date  the  Commission  terminates  shall 
be  deposit^'d  in  the  general  fund  of  the 
Treasury. 

(2)  Any  property,  other  than  funds,  held 
by  the  Commission  on  the  date  the  Commis- 
sion terminates  shall  be  transferred  to  any 
department  or  agency  of  the  United  States 
authorized  to  siccept  donations  of  property, 
subject  to  the  provisions  of  section  5(b)(2) 
(if  and  to  the  extent  that  such  provisions 
apply  to  the  property  involved). 

SEC.  8.  authorization  OF  APPROPRIATIONS. 

There  is  authorized  to  be  appropriated 
$50,000  for  fiscal  year  1987  to  carry  out  this 
Act.  Amount  so  appropriated  shall  remain 
available  until  expended. 


The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  New  York  [Mr. 
Garcia]  will  be  recognized  for  20  min- 
utes and  the  gentleman  from  Utah 
[Mr.  Hansen]  will  be  recognized  for  20 
minutes. 

The  Chair  recognizes  the  gentleman 
from  New  York  [Mr.  Garcia]. 

Mr.  Speaker,  I  stand  before  you 
today  to  ask  support  for  H.R.  4302  to 
establish  a  Commission  for  the  pur- 
pose of  encouraging  and  providing  for 
the  commemoration  of  the  centennial 
of  the  birth  of  President  Dwight 
David  Eisenhower. 

October  14,  1990  marlis  the  100th 
anniversary  of  the  birth  of  Dwight 
David  Eisenhower,  the  34th  President 
of  our  country.  A  graduate  of  West 
Point,  he  rose  to  the  rank  of  five-star 
general  and  was  considered  one  of  our 
great  leaders  during  World  War  II. 
Throughout  his  military  career.  Gen- 
eral Eisenhower  was  known  as  a  man 
who  cared  deeply  about  his  men  auid 
felt  compassion  for  the  victims  of  war. 
As  President  he  sought  to  develop  a 
strong  domestic  economy  and  to  devel- 
op programs  that  would  protect  the 
disadvantaged. 

Both  as  general  and  as  President, 
Dwight  David  Eisenhower  was  a  man 
of  great  character.  He  knew  the  im- 
portance of  war,  but  also  knew  the  ne- 
cessity of  peace.  He  had  won  a  special 
place  in  the  hearts  of  the  American 
people,  as  very  few  have  ever  done.  As 
a  result  of  his  achievements  both  as 
general  and  as  President,  it  seems  only 
appropriate  that  we  should  establish  a 
Commission  to  celebrate  and  com- 
memorate this  man,  who  gave  so  much 
of  himself  to  this  country. 

Mr.  HANSEN.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  am  very  happy  to  rise 
in  support  of  H.R.  4302,  a  bill  to  estab- 
lish a  Commission  for  the  purpose  of 
planning  and  encouraging  the  com- 
memoration of  the  100th  anniversary 
of  the  birth  of  Dwight  David  Elsen- 
hower. 

President  Eisenhower  holds  a  promi- 
nent place  in  the  history  of  20th-cen- 
tury America.  In  his  military  career 
and  as  President  of  the  United  States, 
he  commanded  a  broad  respect  from 
the  American  peopie.  Pew  Americans 
have  been  held  in  such  deep  affection 
by  their  countrymen  as  was  Dwight 
Eisenhower.  His  life  was  an  example 
of  the  achievement  that  is  possible  in 
this  Nation  from  modest  beginnings. 
Observance  of  the  centennial  of  his 
birth  will  remind  us,  as  citizens  of  this 
democracy,  that  a  life  of  dedicated  and 
selfless  public  service  is  recognized  in 
our  national  life  and  will  be  preserved 
in  our  national  memory. 

The  establishment  of  a  Commission 
to  organize  and  coordinate  the  events 
remembering  Dwight  Eisenhower's  life 
is  entirely  appropriate  and  I  believe 


strongly  that  it  should  have  our  en- 
dorsement. 

Mr.  Speaker,  I  yield  7  minutes  to  the 
gentleman  from  Kansas  [Mr.  Rob- 
erts]. 

Mr.  ROBERTS.  Mr.  Speaker,  it  is  an 
honor  to  appear  before  the  House 
today  to  voice  my  strong  support  for 
H.R.  4302,  a  bill  to  establish  the 
Dwight  David  Eisenhower  Centennial 
Commission  for  the  purpose  of  encour- 
aging, planning,  developing,  and  co- 
ordinating observances  and  activities 
commemorating  the  100th  anniversary 
of  the  birth  of  President  Eisenhower 
on  October  14,  1890. 

I  would  like  to  express  my  sincere 
thanks  to  the  chairman  of  the  Census 
and  Population  Subcommittee,  Mr. 
Garcia,  and  the  ranking  member,  Mr. 
Hansen,  and  their  staffs  for  their  in- 
valuable assistamce. 

I  would  also  like  to  thank  the  chair- 
man of  the  full  committee,  Mr.  Ford, 
and  the  ranking  member,  Mr.  Taylor, 
for  moving  this  important  legislation 
through  the  full  committee  and  onto 
the  floor  for  consideration. 

Mr.  Speaker,  I  have  had  the  privi- 
lege of  representing  the  city  of  Abi- 
lene, KS,  for  the  last  4  of  my  6  years 
in  Congress.  As  many  of  you  know,  Ab- 
ilene is  a  small  city  with  a  colorful  and 
proud  past  dating  back  to  the  cattle 
drives  of  the  Old  West. 

Abilene  has  another  important  con- 
nection with  history.  It  is  the  boyhood 
home  of  President  Dwight  David  Ei- 
senhower, our  34th  President.  It  was 
also  the  site  of  his  first  major  political 
speech.  The  Eisenhower  Plaza  in  Abi- 
lene is  the  site  of  the  house  where  the 
young  Ike  was  raised,  of  the  Dwight  D. 
Eisenhower  Library,  the  largest  feder- 
ally funded  memorial  to  our  34th 
President,  and  of  the  Eisenhower 
Museum,  and  the  Eisenhower  Chapel, 
the  President's  final  resting  place. 

The  accomplishments  of  this  great 
American  make  the  people  of  Kansas 
proud  to  claim  him  as  a  native  son.  Ei- 
senhower as  general  and  as  President 
led  this  Nation  in  times  of  war  and  in 
times  of  peace.  As  we  look  back  to  his 
Presidency,  we  have  a  fond  remem- 
brance of  an  era  of  peace  and  prosperi- 
ty. Today,  we  see  something  of  an  Ei- 
senhower renaissance  and  a  reevalua- 
tion  of  the  momentous  Eisenhower 
years. 

It  is  only  fitting,  therefore,  that  the 
Federal  Government  in  general  and 
the  Congress  in  particular  take  the 
lead  in  honoring  the  memory  of  one  of 
the  great  figures  of  the  20th  century. 

Mr.  Speaker,  H.R.  4302  is  a  straight- 
forward piece  of  legislation  to  estab- 
lish a  Commission  for  the  purpose  of 
encouraging,  planning,  developing, 
and  coordinating  observances  and  ac- 
tivities commemorating  the  100th  an- 
niversary of  the  birth  of  President 
Dwight  David  Eisenhower. 
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The  Commission  is  charged  with  the 
responsibility  of  making  recommenda- 
tions to  Congress  for  a  joint  meeting 
of  both  Houses  of  Congress. 

In  addition,  the  Commission  is  to  co- 
operate with  both  public  and  private 
agencies,  including  the  Eisenhower 
World  Affairs  Institute  of  Washing- 
ton, DC.  and  the  Eisenhower  Founda- 
tion of  Abilene,  KS,  in  encouraging, 
planning,  developing,  and  coordinating 
observslnces  and  activities  commemo- 
rating the  centennial  of  the  birth  of 
Dwight  David  Eisenhower. 

The  Commission  is  to  be  composed 
of  21  members.  It  is  bipartisan  in 
nature.  Both  the  Speaker  of  the 
House  and  the  President  pro  tempore 
of  the  Senate  are  to  serve  as  members 
and  are  to  appoint  six  members  each. 
Three  of  the  members  from  both 
bodies  will  be  appointed  in  consulta- 
tion with  the  minority  leader  of  esujh 
body.  Six  members  of  the  Commission 
will  be  appointed  by  the  President  of 
the  United  States  and  the  Archivist  of 
the  United  States  or  his  representative 
is  to  serve  as  a  member  of  the  Com- 
mission. 

The  members  of  the  Commission  are 
to  serve  without  pay  and  may  appoint 
an  executive  director  who  will  serve 
without  compensation. 

The  Commission  must  submit  an 
annual  report,  describing  the  activities 
and  plans  the  Commission  intends  to 
undertake. 

Mr.  Speaker,  the  structure  of  the 
bill  permits  the  widest  possible  partici- 
pation of  interested  parties  and  indi- 
viduals in  planning  and  coordinating 
the  centennial  commemoration.  It  will 
also  provide  for  support  and  assistance 
from  the  Commission  to  the  interested 
agencies  of  the  Federal  Government 
as  well  as  States,  localities,  and  indi- 
viduals around  the  Nation. 

Further,  the  legislation  will  assure 
the  full  participation  of  both  the  Ei- 
senhower World  Affairs  Institute  here 
in  Washington,  DC,  and  the  Eisenhow- 
er Foundation  of  Abilene,  KS.  Both 
groups  are  vitally  interested  in  assist- 
ing with  the  hard  work  of  planning 
this  important  commemoration. 

Again,  Mr.  Speaker,  I  thank  my  col- 
leagues for  their  assistance  and  sup- 
port and  urge  the  passage  of  this  im- 
portant legislation. 

Mr.  GARCIA.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 
Mr.  Speaker,  I  would  just  like  to  take 
this  opportunity  to  say  that  I  would 
like  to  congratulate  our  colleague,  the 
gentleman  from  Kansas  [Mr.  Rob- 
erts! for  his  work  on  behalf  of  this 
biU. 

I  would  also  like  to  note  that  I  think 
we  had  general  support  from  the 
Kansas  delegation  and  I  think  that 
goes  far  beyond  just  the  State  of 
Kansas.  As  a  person  who  served  in  the 
Korean  war  I  can  always  remember 
my  mother  saying  how  good  it  was  to 
have  General  Eisenhower,  because  he 


is  going  to  bring  the  boys  back  when 
we  were  there,  and  he  certainly  did. 

I  would  just  like  the  gentleman  to 
know  that  is  in  my  mother's  memory 
when  she  was  alive  that  Eisenhower 
fulfilled  that  promise,  and  I  would  say 
it  was  the  efforts  of  the  gentleman 
from  Kansas  and  his  delegation  that 
made  this  possible. 

Mr.  Speaker,  I  yield  such  time  as  she 
may  consume  to  the  gentlewoman 
from  Louisiana  [Mrs.  Boggs]. 

Mrs.  BOGGS.  Mr.  Speaker,  I  thank 
the  gentleman  for  yielding. 

I,  too,  would  like  to  congratulate  the 
gentleman  from  Kansas  on  the  work 
that  he  has  done  on  the  memorial  to 
our  late  beloved  President  Dwight  Ei- 
senhower. 

Mr.  SLATTERY.  Mr.  Speaker,  I  rise  in  sup- 
port of  H.R.  4032,  legislation  establishing  the 
Eisenhower  Centennial  Ckjmmission.  The 
Commission  will  plan  and  coordinate  events 
and  activities  to  honor  President  Eisenhower 
and  celebrate  the  many  accomplishments  of 
this  great  man. 

I  commend  my  distinguished  colleague  who 
represents  the  big  First  District  of  Kansas, 
Pat  Roberts,  for  his  tireless  efforts  to  make 
the  Eisenhower  Centennial  Commission  a  re- 
ality. 

Mr.  Speaker,  Dwight  David  Eisenhower 
grew  to  manhood  in  Abilene,  KS,  a  community 
shaped  by  the  aspirations  and  convictions  of 
American  pioneers.  The  values  he  learned 
there  are  Kansas  values:  Independence,  hard 
work,  common  sense,  and  love  of  liberty;  and 
these  are  the  lessons  that  guided  him  as  he 
led  our  Nation  in  war  and  in  peace. 

The  life  and  career  of  Dwight  Eisenhower 
truly  personify  the  motto  of  the  great  State  of 
Kansas:  "Ad  Astra  Per  Aspera,"  which  trans- 
lated is,  "To  the  Stars  Through  Difficulty." 

Mr.  HANSEN.  Mr.  Speaker,  I  yield 
back  the  balance  of  my  time. 

Mr.  GARCIA.  Mr.  Speaker.  I  yield 
back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  New  York  [Mr. 
Garcia]  that  the  House  suspend  the 
rules  and  pass  the  bill.  H.R.  4302.  as 
amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill, 
as  amended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  GARCIA.  Mr.  Speaker.  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  and  to 
include  extraneous  material  on  the 
Senate  joint  resolution.  Senate  Joint 
Resolution  159.  and  on  the  bill,  H.R. 
4302. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 


BAYOU  SAUVAGE  URBAN 
NATIONAL  WILDLIFE  REFUGE 

Mr.  THOMAS  of  Georgia.  Mr. 
Speaker.  I  move  to  suspend  the  rules 
and  pass  the  bill  (H.R.  5262)  to  estab- 
lish the  Bayou  Sauvage  Urban  Nation- 
al Wildlife  Refuge  in  the  State  of  Lou- 
isiana, as  amended. 

The  Clerk  read  as  follows: 
H.R. 5262 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

SECTION  1.  PURPOSES  OF  REFX'GE 

The  purpose  of  the  Bayou  Sauvage  Urban 
National  Wildlife  Refuge  are— 

(1 )  to  enhance  the  populatior^s  of  migrato- 
ry, shore,  and  wading  birds  within  the 
refuge; 

(2)  to  encourage  natural  diversity  of  fish 
and  wildlife  species  within  the  refuge; 

(3)  to  protect  the  endangered  and  threat- 
ened species,  and  otherwise  to  provide  for 
the  conservation  and  management,  of  fish 
and  wildlife  within  the  refuge: 

(4)  to  fulfill  the  international  treaty  obli- 
gations of  the  Untied  States  respecting  fish 
and  wildlife; 

(5)  to  protect  the  archeological  resources 
of  the  refuge; 

(6)  to  provide  opportunities  for  scientific 
research  and  environmental  education,  with 
emphasis  being  given  to  the  ecological  and 
other  values  of  wetlands;  and 

(7)  to  provide  opportunties  for  fish  and 
wildlife  oriented  public  uses  and  recreation 
in  an  urban  setting. 

SEC.    2.    ACQUISITION    A>a)    ESTABLISHMENT    OF 
REFUGE. 

(a)  Acquisition.— Within  4  years  after  the 
effective  date  of  this  Act  the  Secretary  of 
the  Interior  (hereinafter  in  this  Act  re- 
ferred to  as  the  "Secretary")  shall  acquire 
tl  J  approximately  19,000  acres  of  lands  and 
waters,  and  interests  therein,  located  in  Or- 
leans Parish.  Louisiana,  that  are  depicted  on 
the  map  entitled  "Bayou  Sauvage  Urban 
National  Wildlife  Refuge",  dated  September 
15.  1986,  and  on  file  at  the  United  States 
Pish  and  Wildlife  Service,  Department  of 
the  Interior.  The  lands  and  waters,  and  in- 
terests therein,  acquired  under  this  subsec- 
tion comprise  the  Bayou  Sauvage  Urban  Na- 
tional Wildlife  Refuge.  The  acquisition  shall 
be  made  through  donation,  purchase  with 
donated  or  appropriated  funds,  or  exchange, 
or  through  any  combination  of  the  forego- 
ing. 

(b)  EsTABUSHMiirT.— At  such  time  as  suffi- 
cient lands  and  waters,  and  Interests  there- 
in, have  been  acquired  under  sulisection  (a) 
to  consitute  an  Initial  area  that  can  t>e  ad- 
ministered to  carry  out  the  purposes  set 
forth  in  section  1,  the  Secretary  shall  estab- 
lish the  Bayou  Sauvage  Urban  National 
Wildlife  Refuge  by  publication  of  notice  to 
that  effect  in  the  Federal  Register. 

(c)  Boundary  Adjustments.— The  Secre- 
tary may  make  such  adjustments  with  re- 
spect to  the  iMundary  of  the  Bayou  Sauvage 
National  Wildlife  Refuge  as  may  be  neces- 
sary to  facilitate  the  acquisition  of  lands 
and  waters,  and  interests  therein,  for  the 
refuge  and  to  facilitate  the  administration 
of  the  refuge. 

SEC.  3.  ADMINISTRATION  OF  REFUGE. 

(a)  In  General.— The  Secretary  shall  ad- 
minister all  lands  and  waters,  and  interests 
therein,  acquired  under  section  2  in  accord- 
ance with  the  provisions  of  the  National 
Wildlife  Refuge  System  Administration  Act 
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of  1966  (16  U^.C.  668dd-668ee)  to  carry  out 
the  purposes  set  forth  in  section  1.  The  Sec- 
retary may  utilize  such  additional  statutory 
authority  as  may  be  available  to  him  for  the 
conservation  and  development  of  wildlife 
and  natural  resources,  the  development  of 
outdoor  recreation  opportunities,  and  inter- 
pretive environmental  education  as  he  con- 
siders appropriate  to  carry  out  such  pur- 
poses. Within  2  years  after  the  effective 
date  of  this  Act,  the  Secretary  shall  com- 
plete a  master  plan  for  the  development  of 
the  Bayou  Sauvage  Urban  National  Wildlife 
Refuge. 

(b)  LnoTATioji.— The  provision,  whether 
by  contract  or  otherwise,  within  the  Bayou 
Sauvage  Urban  National  WUdlife  Refuge  of 
faculties  for  lodgring  or  commerlcal  retailing 
(other  than  for  articles  relating  to  the 
refuge)  is  inconsistent  and  incompatible 
with  the  primary  and  major  purposes  for 
which  the  refuge  is  established. 

SEC.  4.  AITTHORIZATION  OF  APPROPRIATIONS. 

There  are  authorized  to  be  appropriated 
to  the  Department  of  the  Interior— 

(1)  from  funds  not  otherwise  appropriated 
from  the  Land  and  Water  Conservation 
Fund,  such  sums  as  may  be  necessary  for 
the  acquisition  of  lands  and  waters,  and  in- 
teresU  therein,  for  the  Bayou  Sauvage 
Urban  National  Wildlife  Refuge:  and 

(2)  $5,000,000  for  the  development  of  the 
refuge. 

The  monies  appropriated  under  paragraphs 
(1)  and  (2)  shall  remain  available  until  ex- 
pended. 

SEC.  5.  EFFECTIVE  DATE. 

This  Act  takes  effect  on  the  later  of  the 
date  of  enactment  of  this  Act  or  October  1, 
1986. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  Georgia  [Mr. 
Thomas]  wUl  be  recognized  for  20  min- 
utes and  the  gentleman  from  Alaska 
[Mr.  YouHG]  will  be  recognized  for  20 
minutes. 

The  Chair  recognizes  the  gentleman 
from  Georgia  [Mr.  Thomas]. 

Mr.  THOMAS  of  Georgia.  Mr. 
Speaker,  I  yield  myself  such  time  as  I 
may  consume. 

Mr.  Speaker,  H.R.  5262  would  estab- 
lish the  Bayou  Sauvage  Urban  Nation- 
al Wildlife  Refuge  in  Louisiana.  The 
refuge  would  protect  over  19,000  acres 
of  wetlands  and  other  waterfowl  habi- 
tat within  the  city  limits  of  New  Orle- 
ans. LA. 

Despite  its  proximity  to  the  largest 
urban  area  in  the  State  of  Louisiana, 
the  Bayou  Sauvage  area  has  been  de- 
scribed by  wildlife  biologists  as  a 
"ready-made  refuge."  Of  the  19,000 
acres,  approximately  13.000  acres  are 
freshwater  wetlands  surrounded  on  all 
sides  by  levees.  The  remainder  of  the 
area  is  brackish  wetlands  bordering 
Lake  Pontchartrain  and  Lake  Borne. 
These  wetlands  already  provide  win- 
tering habitat  for  40.000  ducks  and 
geese  anually,  predominately  pintail, 
teal,  scaup,  mallards,  and  redhead 
ducks.  Bald  Eagles,  brown  pelicans, 
and  peregrine  falcons  also  frequent 
the  area.  Thousancls  of  shore  and 
wading  birds  inhabit  the  area  and 
there  are  several  rookeries.  There  is  a 


sizable  deer  herd,  as  well  as  healthy 
populations  of  otter,  muskrat,  raccoon, 
and  nutria.  American  alligators,  once 
in  danger  of  extinction,  can  be  foimd 
in  the  ponds  and  marshes. 

Because  much  of  it  is  impounded, 
the  area  will  become  even  more  valua- 
ble for  wildlife  when  water  levels  and 
habitat  are  managed  by  professional 
wildlife  managers.  In  addition,  the 
wetlands  outside  the  impoundment 
could  be  protected  and  managed  to 
maximize  their  value  to  estuarine  fish 
species  and  to  nourish  the  waters  of 
Lakes  Pontchartrain  and  Borne. 

Mr.  Speaker,  this  area  would  be  an 
ideal  national  wildlife  refuge  regard- 
less of  where  it  was  located.  Its  pres- 
ence within  the  city  limits  of  New  Ore- 
lans,  however,  makes  it  even  more  val- 
uable. It  provides  us  with  an  opportu- 
nity to  create  a  wetlands  and  wildlife 
education  center  that  will  provide  a 
model  for  the  coimtry.  For  too  long, 
we  have  undervalued  wetlands. 
Swamps,  marshes,  and  bogs  have  been 
for  us  wastelands,  too  often  altered  to 
provide  what  we  considered  to  be  a 
higher  use.  Too  late,  we  are  realizing 
that  these  areas  provide  us  with  nurs- 
ery grounds  for  important  fishery  re- 
sources, habitat  for  waterfowl  and 
other  wildlife,  provide  flood  and  hurri- 
cane protection,  abate  pollution,  and 
carry  out  many  other  complex  func- 
tions. The  Bayou  Sauvage  Refuge  can 
serve  as  an  environmental  education 
center  for  the  people  of  New  Orleans 
and  the  Nation,  helping  us  to  better 
understand  the  value  of  our  dwindling 
wetlands. 

The  refuge  could  also  provide  an  op- 
portunity for  public  recreation  and  we 
anticipate  that,  once  developed  to 
draw  and  educate  visitors  about  wild- 
life, it  would  be  a  major  attraction  for 
people  who  want  to  fish,  view  wildlife, 
and.  we  hope,  develop  an  appreciation 
for  the  incredible  diversity  and  pro- 
ductivity of  our  Nation's  wetlands. 

Mr.  Speaker,  this  refuge  is  being  es- 
tablished in  a  unique  manner.  This 
area,  one  of  the  last  large  tracts  of  un- 
developed land  in  New  Orleans,  has 
been  the  subject  of  various  develop- 
ment schemes  for  almost  200  years. 
The  last  proposal,  made  by  South 
Point,  Inc.,  the  owners  of  the  proper- 
ty, would  have  drained  more  than 
13.000  acres  of  the  area  for  residential 
development.  The  environmental  com- 
munity in  New  Oi  leans  objected  stren- 
uously to  this  plan.  Rather  than  re- 
sorting to  lawsuits  and  confrontation, 
these  groups  decided  to  sit  down  to- 
gether, along  witn  the  elected  officials 
of  the  city  of  New  Orleans,  to  resolve 
this  issue.  The  result  of  their  coopera- 
tive efforts  will  be  an  area  that  they 
can  pass  on  to  their  children  and 
grandchildren,  a  place  for  people  from 
New  Orleans  and  throughout  the 
Nation  to  come,  enjoy  our  abundant 
wildlife,  and  learn  about  conservation. 


Finally.  Mr.  Speaker,  I  would  note 
that  this  is  not  just  a  refuge  for  New 
Orleans.  The  North  American  Water- 
fowl Plan  recently  adopted  by  the 
United  States  and  Canada  calls  for  the 
protection  of  wintering  habitat  in  the 
lower  Mississippi  Gulf  Coast  regrfon  if 
we  are  to  maintain  our  waterfowl  re- 
source. The  Bayou  Sauvage  Refuge 
would  protect  what  some  have  called 
the  best  waterfowl  marsh  in  southeast 
Louisiana  and  would  be  one  more  step 
toward  achieving  our  habitat  protec- 
tion goals.  By  protecting  these  areas, 
we  are  making  certain  that  people 
throughout  the  country  will  continue 
to  be  able  to  enjoy  the  spectacle  of 
millions  of  birds  making  their  aimual 
migration  between  their  summer 
breeding  grounds  on  the  northern 
prairies  and  their  wintering  grounds 
along  our  southern  coasts.  This  legis- 
lation is  important  to  all  of  us  who 
care  about  our  wildlife  and  I  urge  my 
fellow  Members  to  support  the  bill. 

Mr.  YOUNG  of  Alaska.  Mr.  Speaker, 
I  yield  5  minutes  to  the  gentleman 
from  Louisiana  [Mr.  Livingston],  a 
strong  supporter  of  this  legislation. 

Mr.  UVINGSTON.  Mr.  Speaker.  I 
thank  the  gentleman  for  yielding  time 
to  me. 

Mr.  Speaker,  I  rise  in  support  of 
H.R.  5262,  a  biU  to  establish  the 
Bayou  Sauvage  Urban  National  Wild- 
life Refuge  just  outside  of  New  Orle- 
ans, LA. 

I  imderstand  that  there  have  been  a 
number  of  arguiments  that  I  would  like 
to  clarify  for  the  record  on  this  bill,  to 
the  effect  that  the  administration's 
opposition  to  this  legislation  was  based 
solely  on  senatorial  politics.  I  can 
assure  the  House  that  is  not  true.  The 
administration's  annual  budget  re- 
quests always  deny  roughly  99  percent 
of  the  funding  for  the  national  wild- 
life refuge  land  acquisition.  In  fact, 
over  the  last  2  years,  the  administra- 
tion has  requested  only  about  $3  mil- 
lion, but  it  is  the  Congress  that  has 
always  continued  fimding  for  land  ac- 
quisition at  selected  national  wildlife 
refuges. 

Even  so,  Congress  approved  for  con- 
struction and  land  acquisition  for  the 
national  wildlife  refuge  only  some  $63 
million  in  fiscal  year  1986,  and  Con- 
gress is  likely  to  approve  for  fiscal 
year  1987  only  about  $54  to  $56  mil- 
lion. Given  the  scarce  resources  that 
the  Wildlife  and  Fisheries  Service  has 
to  allocate  over  the  entire  country.  I 
can  imderstand  the  administration's 
reluctance  to  embrace  the  creation  of 
another  refuge  that  is  estimated  to 
cost  as  much  as  $25  million  over  4 
years. 

Nevertheless.  I  would  like  to  urge 
the  Members  on  my  side  of  the  aisle  to 
support  this  legislation.  I  want  to 
make  it  perfectly  clear  that  the  entire 
Louisiana  delegation.  Republicans  and 
Democrats,  supports  this  bill,  and  that 
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of  course  includes  my  colleague.  Mr. 
Henson  Moorz,  and  myself. 

In  July,  when  my  colleague,  Hensow 
Moore,  hosted  the  Secretary  of  the  In- 
terior, Don  Hodel,  when  he  visited 
Louisiana,  they  personally  viewed  the 
tragic  effects  of  the  rapid  loss  of  our 
coastal  wetlands.  Since  then,  Mr. 
Moore  and  I  have  worked  with  the 
Secretary,  with  the  conservationists, 
and  other  interested  parties  in  an 
effort  to  secure  administration  sup- 
port for  this  particular  refuge. 

In  fact,  the  Secretary  has  assured  us 
that  the  Department  is  expediting  the 
necessary  studies  and  project  evalua- 
tions and  is  optimistic  that  the  Bayou 
Sauvage  site  will  be  added  to  the  Na- 
tional Wildlife  Refuge  System. 

The  site  of  this  proposed  refuge  is 
now  ably  represented  by  my  colleague, 
Mrs.  LiNDT  BoGGS,  who  is  the  prime 
sponsor  of  this  bill.  But  until  1984,  I 
represented  this  area  for  7  years. 
Throughout  that  time,  and  in  fact 
since  the  1950's  local  political  leaders, 
environmentalists,  developers,  and  citi- 
zens of  the  New  Orleans  East  region 
could  never  agree  to  a  comprehensive 
development  plan  for  this  area. 

But  for  the  first  time  in  nearly  30 
years,  all  of  these  diverse  groups  have 
finally  come  together.  They  have  fi- 
nally reached  an  agreement  on  this 
singular  plan  which  is  before  us  today 
for  the  future  use  of  the  valuable  wet- 
lands and  wildlife  habitat  in  New  Orle- 
ans East.  This  legislation  embodies 
that  plan— and  the  plan  actuaUy  pleas- 
es prodevelopment  advocates  and  con- 
servationists alike,  and  it  is  one  that 
we  should  support. 

Consequently,  I  urge  my  colleagues 
to  pass  this  bill  without  further  re- 
course. 

Mr.  THOMAS  of  Georgia.  Mr. 
Speaker,  I  yield  such  time  as  she  may 
consume  to  the  gentlewoman  from 
Louisiana  [Mr.  Boccs]. 

Mrs.  BOGGS.  Mr.  Speaker,  I  thank 
the  gentleman  for  jrielding  time  to  me. 

Mr.  Speaker,  I  would  also  like  to 
thank  my  colleague,  the  gentleman 
from  Louisiana  [Mr.  Livingston], 
who,  as  he  said,  for  many  years  repre- 
sented the  district  in  which  this  refuge 
will  be  located,  and  which  I  have  the 
honor  of  representing  today.  It  is  this 
tjrpe  of  cooperation  that  has  been  the 
hallmark  of  the  Louisiana  delegation, 
and  I  am  very,  very  pleased  to  join 
with  him  in  urging  our  membership  to 
support  H.R.  5262,  this  bill  to  estab- 
lish the  Bayou  Sauvage  Urban  WUd- 
lif e  Refuge  in  New  Orleans. 

Mr.  Speaker,  as  a  cosponsor  of  this 
legislation.  I  believe  this  refuge,  which 
wiU  be  located  in  the  district  which  I 
have  the  honor  of  representing,  offers 
a  tremendous  opportunity  to  preserve 
one  of  the  most  important  wetland 
habitats  in  the  gulf  coast  region.  The 
area  is  a  key  component  of  the  estuary 
system  of  Lake  Pontchartrain  and 
Lake  Borgne. 


This  legislation  would  authorize  the 
acquisition  of  19,000  acres  of  land  in 
eastern  New  Orleans  for  one  of  the 
first  major  Federal  wildlife  refuges  to 
be  located  wholly  within  the  limits  of 
a  major  American  city.  The  area  is  an 
important  wintering  ground  for  40,000 
to  50,000  ducks.  It  provides  nesting 
and  feeding  habitat  to  thousands  of 
wading  birds,  shorebirds,  and  other 
birds.  It  serves  as  high  quality  habitat 
for  deer,  swamp  rabbit,  raccoon, 
nutria,  muskrat,  mink,  and  a  host  of 
other  animals  and  it  provides  food, 
cover,  and  nursery  habitat  to  many 
species  of  freshwater  and  estuarine 
fish  and  shellfish.  The  marshland  that 
will  be  part  of  the  refuge  is  a  natural 
filter  system  that  removes  excess  nu- 
trients and  pollutants  from  nmoff  en- 
tering Lake  Pontchartrain. 

This  would  be  high-value  wetlands 
no  matter  where  it  was  located,  howev- 
er its  proximity  to  the  New  Orleans 
metropolitan  area  and  adjacent  com- 
munities makes  it  an  excellent  outdoor 
classroom  that  could  be  used  to  edu- 
cate thousands  of  children  and  adults 
on  the  value  of  our  coastal  marshes. 

Last  month  the  Subcommittee  on 
Fisheries  and  Wildlife  Conservation 
held  a  hearing  in  New  Orleans  to  take 
testimony  from  the  public  regarding 
this  proposal.  Each  of  the  witnesses 
spoke  in  support  of  this  legislation,  in- 
cluding representatives  of  the  city  gov- 
ernment (Mayor  Sidney  Barthelemy 
and  Councilman  Johnny  Jackson),  the 
State  government  (Senator  Jon  John- 
son), and  interested  individuals  from 
the  civic  and  conservation  commimi- 
ties.  As  one  individual  put  it: 

H.R.  5262  represents  one  of  the  most  in- 
telligent, innovative  and  far-sighted  propos- 
als for  harmonizing  development  tmd  con- 
servation that  is  to  be  found  anywhere  in 
America  today. 

Thus,  the  Bayou  Sauvage  Wildlife 
Refuge  offers  the  opportunity  to  de- 
velop a  wildlife  refuge  that  will  serve 
as  a  model  for  other  similar  projects  in 
urban  areas,  as  well  as  the  opportunity 
to  preserve  19,000  acres  of  valuable 
coastal  wetlands  habitat  in  an  area 
that  is  losing  an  estimated  40  square 
miles  of  coastal  wetlands  annually  to 
erosion  and  subsidence. 

In  bringing  this  legislation  before 
the  House,  the  Merchant  Marine  Com- 
mittee had  made  several  key  recom- 
mendations that  are  essential  to  the 
success  of  the  refuge.  First,  the  refuge 
is  to  be  managed  to  emphasize  oppor- 
tunities for  environmental  education 
and  wildlife  oriented  public  education. 
Second,  all  planning  for  the  refuge  is 
to  be  carefully  coordinated  with  offi- 
cials in  the  city  of  New  Orleans  and 
other  interested  parties  in  the  busi- 
ness and  environmental  communities. 
Third,  any  development  within  the 
refuge  is  to  be  limited  to  activities  that 
promote  the  purpose  of  the  refuge. 
The  bill  specifically  excludes  the  de- 
velopment of  facilities  for  lodging  or 


commercial     retaining     within     the 
refuge. 

The  committee  also  strongly  recom- 
mends that  an  easement  or  servitude 
be  granted  for  the  use  of  a  channel  ad- 
jacent to  Bayou  Sauvage  for  limited 
navigation  that  is  compatible  with  the 
refuge.  In  addition,  the  committee  ex- 
P'  cts  the  city  of  New  Orleans  to  be  of- 
fered the  right  of  first  refusal  for  the 
property  in  the  unlikely  event  that 
Congress  should  consider  disposing  of 
the  refuge  lands. 

In  closing,  Mr.  Speaker,  I  would  like 
to  thank  my  colleague  from  Louisiana 
[Mr.  Breaux],  for  introducing  this  leg- 
islation and  expeditiously  moving  it 
through  the  process  and  the  gentle- 
man from  Georgia  [Mr.  Thomas]  for 
managing  the  bill  today.  In  addition, 
we  owe  a  special  debt  of  gratitude  to 
the  current  property  owner.  South 
Point,  Inc.,  the  Nature  Conservancy, 
representatives  of  local  government 
and  the  local  environmental  communi- 
ty, and  the  Merchant  Marine  Commit- 
tee staff  for  their  efforts  and  perser- 
verance  in  the  negotiations  that  have 
made  the  Bayou  Sauvage  Urban  Na- 
tional Wildlife  Refuge  a  reality.  They 
have  made  possible  the  preservation 
for  future  generations  of  a  very  special 
treasure  that  is  part  of  our  natural 
heritage  as  Americans. 

Mr.  Speaker,  I  urge  passage  of  H.R. 
5262. 

Mr.  BREAUX.  Mr.  Speaker,  as  the  author, 
along  with  (Dongresswoman  Boggs,  of  H.R. 
5262,  I  am  in  strong  support  of  this  legislation. 
The  establishment  of  the  Bayou  Sauvage 
Urt)an  National  Wildlife  Refuge  will  be  a  tre- 
merxious  benefit  both  to  the  city  of  New  Orle- 
ans and  to  people  throughout  the  country.  It 
will  protect  19,000  acres  of  wetlands  and 
other  wildlife  habitat  in  an  area  that  is  actually 
in  the  city  limits  of  New  Oieans,  LA.  It  will  be 
an  excellent  addition  to  our  National  Wildlife 
Refuge  System. 

Mr.  Speaker,  at  the  end  of  every  year.  tt>e 
"CBS  Sunday  Morning  Show"  with  Charles 
Kuralt  does  a  segment  entitled  "Gifts  We  Give 
Ourselves."  In  that  segment,  they  show  their 
television  audience  what  refuges,  parks,  or 
wilderness  areas  have  been  established 
during  the  year.  The  title  to  the  show  Is  quite 
appropriate,  for  in  establishing  these  areas, 
we  really  are  giving  ourselves,  and  our  chil- 
dren, gifts  of  our  own  land. 

The  value  of  these  gifts,  in  my  opinion,  far 
exceeds  the  price  we  pay  in  Federal  funds. 
We  buy  areas  like  this,  in  part,  to  honor  com- 
mitments to  other  countries.  In  1916,  the 
United  States  signed  a  treaty  with  Canada 
that  recognized  that  the  two  countries  were 
jointly  responsible  for  the  great  flocks  of  wa- 
terfowl and  other  birds  that  traverse  our  two 
countries.  Since  that  first  treaty,  we  have 
sigr>ed  similar  treaties  with  Japan,  Mexico  and 
the  U.S.S.R.  All  of  those  treaties  call  on  us  to 
protect  the  habitat  necessary  to  sustain  this 
international  resource.  The  Bayou  Sauvage 
Refuge,  by  protecting  wintering  habitat  used 
by  over  40,000  waterfowl  annually,  as  well  as 
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thoosands  of  shore  and  wading  birds,  helps 
us  to  fulfill  our  international  commitments. 

We  also  purchase  these  areas,  and  particu- 
lar wetlarKJs,  because  of  the  tienefits  they  pro- 
vide the  public.  While  wetlands  have  for  years 
been  considered  wastelands  and  we  have 
filled  them,  or  worse,  used  them  for  dumping 
grounds,  we  have  come  to  learn  of  their  true 
value.  They  perform  critical  functions  in  the 
life  cycle  of  many  species  of  fish  that  are  im- 
portant to  our  commercial  and  recreational 
fishermen.  They  hold  flood  waters,  abate  pol- 
lution and  carry  out  many  of  other  complex 
functions.  We  have  come  to  realize,  perhaps 
too  late,  that  protection  of  these  areas  is  im- 
portant to  tfte  economy  as  well  as  the  envi- 
ronment. 

Finally,  Mr.  Speaker,  the  purchase  of  these 
areas  is,  in  a  real  sense,  a  patriotic  act.  We 
have  recently  celebrated  the  100th  anniversa- 
ly  of  the  Statue  of  Liberty,  one  of  the  symtxjis 
of  the  magnificent  spirit  of  this  country.  That 
spirit  is,  I  believe,  nourished  by  this  land.  We 
have  been  fortunate  to  inherit  a  land  that  has 
not  only  fed  us  and  provided  raw  materials  for 
our  homes  and  industry,  it  has  also  inspired 
us.  The  physical  features  of  this  land,  the 
mountains,  plains,  and  woodlands,  have 
helped  shape  the  character  of  our  people. 

Over  the  last  8  years,  as  chairman  of  the 
Subcommittee  on  Fisheries  and  Wildlife  Con- 
servation and  the  Environment,  I  have  been 
fortunate  to  help  deliver  some  of  the  gifts 
Congress  has  chosen  to  give  the  American 
people.  We  have  provided  a  refuge  off  of  the 
Connecticut  coast  that  will  protect  terns  and 
herons  and  other  wildlife  in  one  of  the  most 
populated  areas  of  the  country.  We  created  a 
refuge  across  the  country  in  Washington  State 
that  protects  breeding  areas  of  puffins  and 
auklets.  We  have  established  a  refuge  in  Ala- 
bama that  protects  a  unique  barrier  island 
complex.  We  have  enlarged  refuges  in  North 
Carolina,  Minnesota,  and  California.  Finally, 
we  have  protected  almost  100.000  acres  of 
bottomland  hardwoods  in  Louisiana,  a  rem- 
nant of  the  vast  hardwood  forest  that  once 
stretched  from  Illinois  to  New  Orleans.  These 
areas  will  not  only  protect  our  wildlife,  they 
also  will  t}e  places  wfiere  we  and  our  children 
can  gain  the  inspiration  and  character  neces- 
sary to  conserve  tfie  American  spirit. 

The  Bayou  Sauvage  Refuge  will  be  a  wel- 
come addition  to  the  refuge  system.  It  will  not 
only  protect  wildlife,  it  will  provide  a  place  of 
solace  and  inspiration.  It  is  a  small  gift  of  the 
Anf>erican  land  that  we  can  give  ourselves  and 
our  children. 

D  1330 

Mr.  YOUNG  of  Alaska.  Mr.  Speaker. 
I  yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  H.R.  5262  will  establish 
the  Bayou  Sauvage  Urban  National 
WUdlife  Refuge  near  New  Orleans. 
LA. 

This  area,  approximately  19.000 
acres  of  wetlands,  closely  situated  to 
Louisiana's  largest  urban  center,  is 
prime  wildlife  habitat  of  primarily 
fresh  and  brackish  marsh.  Thousands 
of  migratory  waterfowl  use  this  area 
as  wintering  grounds  each  year. 
Healthy  populations  of  deer  and  fur- 


bearers  can  be  found  in  the  area  as 
well  as  several  endangered  species, 
populations  of  nongame  animals,  and 
even  alligators.  This  area  is  also  signif- 
icant for  the  fishery  resources  it  sup- 
ports, serving  as  nursing  grounds  for 
crab,  shrimp,  and  finfish.  Its  close 
proximity  to  a  large  metropolitan  area 
provides  an  excellent  opportunity  for 
public  education  and  recreation. 

I  would  like  to  iKtint  out  the  fine 
work  of  Congressman  John  Breaux, 
chairman  of  the  Subcommittee  on 
Fisheries  and  Wildlife  Conservation 
and  the  Environment,  along  with  Con- 
gresswoman  Lindy  Bogcs.  the  two 
sponsors  of  the  bill,  and  Congressman 
Bob  Livingston. 

Mr.  Speaker.  I  support  the  bill  and 
urge  its  approval. 

Mr.  CONTE.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  YOUNG  of  Alaska.  I  yield  to  the 
gentleman  from  Massachusetts. 

Mr.  CONTE.  Mr.  Speaker.  I  thank 
the  gentleman  from  Alaska  for  yield- 
ing. I  want  to  join  him  and  the  Louisi- 
ana delegation  in  support  of  this  legis- 
lation. 

As  the  longest  term  senior  member 
of  the  Migratory  Bird  Commission,  we 
wholeheartedly  endorse  this  refuge. 

Mr.  YOUNG  of  Alaska.  Mr.  Speaker, 
I  thank  the  gentleman  from  Massa- 
chusetts for  his  comments,  and  t  yield 
back  the  balance  of  my  time. 

Mr.  THOMAS  of  Georgia.  Mr. 
Speaker.  I  have  no  further  requests 
for  time,  and  I  yield  back  the  balance 
of  my  time. 

The  SPEAKER  pro  tempore  [Mr. 
DuRBiNl.  The  question  is  on  the 
motion  offered  by  the  gentleman  from 
Georgia  [Mr.  Thomas]  that  the  House 
suspend  the  rules  and  pass  the  bill. 
H.R.  5262.  as  amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill, 
as  amended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  THOMAS  of  Georgia.  Mr. 
Speaker,  I  ask  unanimous  consent  that 
all  Members  may  have  5  legislative 
days  in  which  to  revise  and  extend 
their  remarks  on  H.R.  5262.  the  bill 
just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Georgia? 

There  was  no  objection. 


MAINE  CENTRAL  RAILROAD 
DISPUTE  SETTLEMENT 

Mr.  FLORIO.  Mr.  President,  I  move 
to  suspend  the  rules  and  pass  the 
Senate  joint  resolution  (S.J.  Res.  415) 
to  provide  for  a  settlement  to  the 
Maine  Central  Railroad  Co.  and  Port- 


land Terminal  Co.  labor-management 
dispute. 

The  Clerk  read  as  follows: 
S.J.  Res.  415 

Whereas  the  lalx>r  dispute  between  the 
common  rail  carriers.  Maine  Central  Rail- 
road Company  and  Portland  Terminal  Com- 
pany, and  certain  of  the  employees  of  such 
carriers  represented  by  the  Brotherhood  of 
Maintenance  of  Way  Employees  threatens 
essential  transportation  services  of  the 
Nation: 

Whereas  it  is  essential  to  the  national  in- 
terest, including  the  national  health  and  de- 
fense, that  essential  transportation  services 
be  maintained: 

Whereas  the  Congress  finds  that  emergen- 
cy measures  are  essential  to  security  and 
continuity  of  transportation  services  by 
such  carriers: 

Whereas  the  President  by  Executive 
Order  Numbered  12557  of  May  16,  1986, 
pursuant  to  the  provisions  of  section  10  of 
the  Railway  Labor  Act  (45  U.S.C.  160),  cre- 
ated a  Presidential  Emergency  Board  to  in- 
vestigate the  dispute  and  report  findings; 

Whereas  the  reconmiendations  of  Presi- 
dential Emergency  Board  Numbered  209  for 
settlement  of  such  dispute  have  not  yet  re- 
sulted in  a  settlement: 

Whereas  the  extension  of  the  provisions 
of  section  10  of  the  Railway  Latwr  Act  (45 
U.S.C.  160)  for  an  additional  60-day  period 
to  such  dispute  provided  by  the  joint  resolu- 
tion entitled:  "Joint  resolution  to  provide 
for  a  temporary  prohibition  of  strikes  or 
lockouts  with  respect  to  the  Maine  Central 
Railroad  Company  and  the  Portland  Termi- 
nal Company  labor-management  dispute", 
approved  August  21,  1986  (Public  Law  99- 
385),  has  not  yet  resulted  in  a  settlement  of 
such  dispute; 

Whereas  the  advisory  l>oard  established 
pursuant  to  section  2  of  such  joint  resolu- 
tion recommended  that  in  the  event  that 
the  parties  to  the  dispute  were  unable  to 
reach  agreement  on  the  dispute  l)efore  Sep- 
tember 13,  1986,  the  Congress  should  enact 
legislation  directing  the  parties  to  accept 
and  apply  the  recommendations  of  Emer- 
gency Board  Numl)ered  209,  and  if  such  par- 
ties are  unable  to  agree  as  to  all  necessary 
details  in  applying  the  recommendations  of 
such  Emergency  Board,  all  such  unsettled 
issues  should  be  submitted  to  final  and  bind- 
ing arbitration: 

Whereas  all  the  procedures  for  resolving 
such  dispute  provided  for  in  the  Railway 
Lalior  Act  have  been  exhausted  and  have 
not  yet  resulted  in  settlement  of  the  dis- 
pute: 

Whereas  the  Congress,  under  the  Com- 
merce Clause  of  the  Consitution,  has  the 
authority  and  responsibility  to  ensure  the 
uninterrupted  operation  of  essential  trans- 
portation services:  and 

Whereas  the  Congress  in  the  past  has  en- 
acted legislation  for  such  purposes:  Now, 
therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  (a)  the  follow- 
ing conditions  shall  apply  to  the  dispute  re- 
ferred to  in  Executive  Order  Numbered 
12557  of  May  16,  1986,  l)etween  the  common 
rail  carriers.  Maine  Central  Railroad  Com- 
pany and  Portland  Terminal  Company 
(hereafter  in  this  resolution  referred  to  as 
the  "carriers")  and  the  employees  of  such 
carriers  represented  by  the  Brotherhood  of 
Maintenance  of  Way  Employees. 

(I)  The  parties  to  such  dispute  shall  take 
all  necessary  steps  to  restore  or  preserve  the 
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conditions  out  of  which  such  dispute  arose 
as  such  conditions  existed  before  12:01  ante 
meridiem  of  March  3,  1986,  execept  as  pro- 
vided in  paragraphs  (2)  through  (4). 

(2)  The  report  and  recommendations  of 
Presidential  Emergency  Board  Numbered 
209  shall  be  binding  on  the  parties  and  shall 
have  the  same  effect  as  though  arrived  at 
by  agreement  of  the  parties  under  the  Rail- 
way Labor  Act  (45  U.S.C.  151  et  se<j.),  except 
that  nothing  In  this  joint  resolution  shall 
prevent  a  mutual  written  agreement  by  the 
parties  to  any  terms  and  conditions  differ- 
ent from  those  established  by  this  joint  res- 
olution. 

(3)(A)  If  there  are  unresolved  implement- 
ing issues  remaining  with  respect  to  the 
report  and  recommendations  or  agreement 
under  paragraph  (2)  after  ten  days  after  the 
date  of  the  enactment  of  this  joint  resolu- 
tion, the  parties  to  the  dispute  shall  enter 
into  binding  arbitration  to  provide  for  a  res- 
olution of  such  issues. 

(B)  The  National  Mediation  Board  estab- 
lished by  section  4  of  the  Railway  Labor  Act 
(45  U.S.C.  154)  shall  appoint  an  arbitrator 
to  resolve  the  issues  described  in  subpara- 
graph (A).  Except  as  provided  in  this  joint 
resolution,  such  arbitration  shall  be  con- 
ducted as  if  it  were  under  section  7  of  such 
Act,  and  any  award  of  such  arbitration  shall 
be  enforceable  as  if  under  section  9  of  such 
Act. 

(b)  Within  thirty  days  after  the  date  of 
the  enactment  of  this  joint  resolution,  the 
binding  arbitration  entered  into  pursuant  to 
paragraph  (3)  shall  be  completed. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  New  Jersey 
[Mr.  Florid]  will  be  recognized  for  20 
minutes  and  the  gentleman  from  New 
York  [Mr.  Lent]  will  be  recognized  for 
20  minutes. 

The  Chair  recognizes  the  gentleman 
from  New  Jersey  [Mr.  Ploriq]. 

Mr.  PLORIO.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  today,  the  House  is 
considering  Senate  Joint  Resolution 
415,  a  resolution  to  provide  for  a  set- 
tlement to  the  Maine  Central  Railroad 
Co.  and  Portland  Terminal  Co.  labor- 
management  dispute.  This  legislation 
is  identical  to  House  Joint  Resolution 
728,  which  was  approved  by  the 
Energy  and  Commerce  Committee  last 
Thursday. 

On  August  21.  1986.  House  Joint 
Resolution  683,  Public  Law  99-385,  was 
enacted.  This  resolution  provided  for  a 
cooling  off  period  in  the  Maine  Cen- 
tral labor  dispute  until  September  18. 
The  resolution  required  the  establish- 
ment of  a  three-member  board,  ap- 
pointed by  the  National  Mediation 
Board,  to  study  and  make  recommen- 
dations on  the  dispute. 

On  September  8,  the  three-member 
"Congressional  Advisory  Board"  sub- 
mitted its  report.  The  board  recom- 
mended that  in  "t^e  absence  of  agree- 
ment between  the  parties  disposing  of 
this  dispute  no  later  than  September 
13,  1986,  the  Congress  should  enact 
legislation  directing  the  parties  to 
accept  and  apply  the  recommenda- 
tions    of     "Presidential     Emergency 


Board  No.  209,  the  report  further  rec- 
ommended that  if  the  parties  were 
unable  to  agree  as  to  all  necessary  de- 
tails in  applying  the  recommendation, 
any  unsettled  issues  should  be  submit- 
ted to  arbitration. 

The  legislation  before  us  would  im- 
plement the  report  of  the  Congres- 
sional Advisory  Board  by  imposing  the 
recommendations  of  Emergency  Board 
No.  209.  The  Emergency  Board  had 
recommended  the  railroad's  proposal 
for  job  protection  for  then  currently 
active  employees,  except  that  the  pro- 
tective allowance  should  be  $26,000; 
that  the  parties  should  negotiate  an 
agreement  to  provide  for  greater  flexi- 
bility in  assigning  maintenance  of  way 
crews  throughout  the  Maine  Central 
Railroad  Co.  and  Portland  Terminal 
Co.;  that  the  parties  should  agree  to 
the  results  of  national  negotiations  in- 
volving pay  and  health  and  welfare; 
and  the  parties  should  agree  to  handle 
previously  proposed  changes  in  work 
rules  under  orderly  and  peaceful  pro- 
cedures without  resort  to  self-help. 

As  I  noted,  this  legislation  is  indenti- 
cal  to  the  companion  House  bill. 
House  Joint  Resolution  728.  Thus,  the 
committee  report  accompanying 
House  Joint  Resolution  728  will  serve 
as  legislative  history  for  this  bill. 

While  I  am  not  enthusiastic  about 
legislating  settlements  to  collective 
bargaining  disputes,  I  believe  this  leg- 
islation is  the  best  alternative.  I  urge 
its  support. 

Mr.  LENT.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  first  of  all.  I  would  like 
to  commend  the  gentleman  from  New 
Jersey  [Mr.  Florid],  chairman  of  the 
Subcommittee  on  Commerce.  Trans- 
portation, and  Tourism  for  quickly 
moving  this  legislation  through  the 
committee  process  and  through  the 
full  Energy  and  Commerce  Committee 
in  a  way  that  will  avert  a  strike  that 
could  be  a  crippling  railroad  strike  in 
the  Northeast,  and  perhaps  spreading 
to  the  rest  of  the  Nation. 

Mr.  Speaker,  the  joint  resolution 
before  the  House  resolves  a  labor  dis- 
pute that  continues  to  threaten  the 
continuity  of  rail  service  in  the  North- 
east. This  dispute  has  exhausted  the 
procedures  of  the  Railway  Labor  Act 
and  continues  to  be  imresolved.  de- 
spite remaining  at  issue  for  over  2 
years. 

At  this  point  in  time,  the  parties  are 
far  from  agreement.  In  August,  the 
Congress  passed  House  Joint  Resolu- 
tion 683  which  extended  the  status 
quo  for  an  additional  60  days  and  cre- 
ated a  three  member  board  to  study 
and  make  recommendations  on  the 
dispute.  It  was  the  hope  then  that  ex- 
tension of  the  status  quo  would  avert 
precipitous  action  and  would  encour- 
age the  parties  to  settle  their  differ- 
ences. Unfortunately,  the  parties  were 
unable  to  come  to  agreement.  In  ac- 
cordance with  the  terms  of  the  joint 
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resolution,  the  Board  made  its  report 
to  Congress  on  September  8.  recom- 
mending that  the  proposals  of  the 
Presidential  Emergency  Board  be 
adopted. 

The  resolution  before  the  House 
does  just  that.  Of  course,  the  parties 
are  free  to  come  to  an  agreement  on 
their  own  initiative.  While  the  Con- 
gress should  be  reluctant  to  intervene 
in  a  private  dispute,  the  threat  of  a 
shutdown  in  rail  service  is  very  real 
and  could  impact  the  industry  nation- 
wide. Accordingly,  I  urge  my  col- 
leagues to  support  this  resolution. 

Mr.  FLORIO.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  think  it  is  important 
to  acknowledge  the  contribution  that 
the  Maine  delegation  has  made,  and 
likewise  a  number  of  the  members 
from  the  New  York  delegation  and  the 
Massachusetts  delegation  have  been 
very  supportive  in  a  bipartisan  way  in 
helping  to  put  this  legislation  together 
and  bring  it  here  in  this  expeditious 
fashion. 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mr.  LENT.  Mr.  Speaker,  I  yield  3 
minutes  to  the  gentleman  from  Massa- 
chusetts [Mr.  Conte]. 

D  1340 

Mr.  CONTE.  Mr.  Speaker,  I  rise  in 
support  of  this  resolution  legislating  a 
settlement  between  the  Brotherhood 
of  Maintenance  of  Way  Employees 
and  the  Maine  Central  Railroad/Port- 
land Terminal  Co.,  which  is  a  part  of 
Guilford  Transportation  Industries.  I 
particularly  want  to  commend  the 
gentleman  from  New  Jersey  [Mr. 
Florid]  and  the  other  members  of  the 
committee  for  their  leadership  in  ad- 
dressing this  issue  so  promptly. 

The  terms  of  the  settlement  were  es- 
tablished by  a  Presidential  Emergency 
Board  and  were  endorsed  by  a  subse- 
quent Congressional  Advisory  Board. 
This  biU  is  necessary  because  Guilford 
has  refused  to  accept  the  recommen- 
dations of  these  blue-ribbon  panels. 
Guilford  has  time  and  time  again  re- 
sisted the  Brotherhood's  efforts  to 
peacefully  resolve  the  dispute.  Unfor- 
timately,  there  is  now  no  choice  but 
for  Congress  to  intervene. 

After  2  years  of  unproductive  con- 
tract mediation,  the  Maine  Central 
employees  struck  in  March  of  this 
year.  Secondary  picketing  of  Guil- 
ford's other  two  railroads,  the  Boston 
and  Maine  and  the  Delaware  and 
Hudson,  occurred  in  April  and  affected 
over  1,400  union  employees  as  well  as 
countless  shippers  who  relied  on  Guil- 
ford railroads  to  transport  their  prod- 
ucts. Of  special  concern  to  me  were 
the  more  than  350  employees  in  west- 
em  Massachusetts  on  the  Boston  & 
Maine,  who  were  idled  by  this  dispute 
in  Maine.  In  May,  secondary  picketing 
occurred  at  Conrail  and  threatened 
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the  operation  of  America's  entire  rail 
system.  A  60-day  cooling  off  period 
was  mandated  and  the  President  es- 
tablished an  Emergency  Board  to  in- 
vestigate the  dispute.  In  July,  legisla- 
tion that  I  cosponsored  was  enacted  to 
mandate  the  appointment  of  a  Con- 
gressional Advisory  Board  to  further 
review  the  dispute,  and  to  extend  the 
cooling  off  period  for  another  60  days. 
That  period  ended  last  Friday,  Sep- 
tember 19. 

The  provisions  of  this  resolution  are 
very  close  to  Guilford's  own  settle- 
ment offer  in  March,  which  the  rail- 
road now  refuses  to  honor.  Passage  of 
the  resolution  would  mean  the  imple- 
mentation of  the  Boards'  recommen- 
dations, including: 

First,  adherence  to  the  national  rail- 
way negotiations  regarding  rates  for 
pay,  healthcare,  and  welfare  pro- 
grams; 

Second,  work  rule  changes  pursuant 
to  the  Railway  Labor  Act  including 
mediation  but  excluding  self-help 
measiu'es  such  as  strikes; 

Third,  severance  pay  of  $26,000  per 
employee;  and 

Fourth,  system  production  mainte- 
nance crew  agreements  for  the  Maine 
Central  employees  that  are  similar  to 
those  on  Guilford's  other  two  rail- 
roads. 

Mr.  Speaker,  I  cosponsored  this  reso- 
lution because  I  believe  that  those 
who  negotiate  in  good  faith— as  the 
Brotherhood  of  Maintenance  of  Way 
Employees  have  done— deserve  to  be 
treated     fairly.     The     Brotherhood, 
weeks  ago,  agreed  to  accept  the  recom- 
mendations of  the  Boards  and  has  at- 
tempted to  meet  with  Guilford  several 
times.  Guilford  has  disregarded  the 
union's  and  the  Boards'  proposals  long 
enough.   The   Brotherhood   members 
have  been  subjected  to  months  of  fi- 
nancial instability  and  personal  sacri- 
fice.   They    have    resisted    a    second 
strike  thus  far.  notably  limiting  the 
disruption    to    interstate    commerce 
which   the   Guilford   dispute   caused. 
Yet,   Guilford's   refusal   to   negotiate 
has  disrupted  the  stability  of  North- 
east rail  traffic  as  shippers  are  forced 
to  decline   business   or  seek  costlier 
means  of  transportation,  and  as  other 
railroads  are  forced  to  reroute  traffic 
that  ought  to  move  over  Guilford's 
lines.  Worst  of  all.  Guilford  has  al- 
lowed a  labor   dispute   in  Maine  to 
affect  the  lives  and  pocketbooks  of  la- 
borers in  western  Massachusetts.  New 
York,  Pennsylvania,  and  Delaware. 

I  ask  Congress  to  mandate  that  Guil- 
ford implement  the  reasoned  and  bal- 
anced settlement  recommended  by  the 
two  Boards,  and  urge  the  adoption  of 
the  resolution. 

Mr.  LENT.  Mr.  Speaker.  I  yield  4 
minutes  to  the  gentlewoman  from 
Maine  [Ms.  SmoweI. 

Ms.  SNOWE.  Mr.  Speaker,  I  rise  in 
strong  support  of  Senate  Joint  Resolu- 
tion 415.  legislation  bringing  an  end  to 


the   long   and   bitter   Maine   Central 
Railroad  labor  dispute. 

Let  me  first  express  my  great  appre- 
ciation to  my  colleague  from  New 
Jersey  [Mr.  Florio]  for  his  unfailing 
cooperation  and  swift  action  on  this 
measure,  to  the  gentleman  from 
Kansas  [Mr.  Whittaker]  and  the  gen- 
tleman from  New  York  [Mr.  Lent]. 
who  have  been  so  instrumental  in  en- 
suring rapid  consideration  of  this 
emergency  legislation;  and.  of  course, 
to  Chairman  Dingell. 

My  colleagues,  we  are  considering 
this  legislation,  which  has  the  full  sup- 
port of  the  entire  Maine  congressional 
delegation,  at  a  crucial  point  in  time. 
Negotiations  have  reached  an  impasse, 
even  though  the  union  had  agreed 
without  hesitation  to  accept  the  settle- 
ment recommended  by  the  Presiden- 
tial Emergency  Board  and  again  by 
the  Congressional  Advisory  Board. 

Because  of  this  impasse,  with  the  ex- 
piration of  the  congressionally  im- 
posed cooling  off  period  at  midnight 
Thursday,  no  legal  barriers  prevent 
self-help  measures  being  taken  by 
either  Guilford  Industries,  owners  of 
Maine  Central,  or  the  Brotherhood  of 
Maintenance  of  Way  Employees. 

Now,  when  the  previous  cooling  off 
period  expired,  Guilford  immediately 
promulgated  a  severe  contract,  one 
which  the  union  obviously  could  not 
accept.  Nonetheless,  the  BMWE  with- 
held from  exercising  its  right  to  strike 
for  some  4  weeks  while  awaiting  con- 
gressional and  Presidential  approval  of 
the  second  cooling  off  period.  It  is  un- 
likely and  unfair  that  we  should 
expect  such  lengthy  unilateral  for- 
bearance in  this  instance. 

Thus,  we  are  faced  with  the  prospect 
of  a  nationwide  rail  disruption,  and  no 
prospect  of  resolution  of  the  labor- 
management  dispute.  Under  these  cir- 
cumstances, we  must  take  the  steps 
specifically  recommended  by  the  Con- 
gressional Advisory  Board:  enact  a  leg- 
islative settlement  to  the  dispute. 

And.  indeed,  the  legislation  before  us 
today  addresses  this  dispute  in  a 
straightforward  and  fair  fashion.  It 
imposes  the  recommendations  of  not 
one.  but  two  independently  constitut- 
ed emergency  boards.  The  basis  for 
these  recommendations.  I  might  point 
out  to  my  colleagues,  is  an  offer  made 
originally  by  Guilford  itself— one 
which  the  union  agreed  to,  only  to  see 
Guilford  reject  its  own  proposal. 

The  legislation  also  provides  for  con- 
tinuation of  the  cooling  off  period, 
and  for  binding  arbitration  of  any  un- 
resolved issues  within  30  days. 

One  key  element  of  this  legislation  is 
the  flexibility  it  provides  for  the  dis- 
puting parties.  If  Guilford  and  the 
BMWE  are  able  to  reach  a  mutually 
satisfactory  agreement  following  ap- 
proval of  this  legislation,  than  that 
wiU  supercede  the  provisions  of  this 
bill.  As  with  earlier  congressional  ap- 
proval of  the  cooling  off  period,  we  are 


today  trying  to  resolve  this  situation 
while  still  allowing  the  collective  bar- 
gaining process  to  work  to  the  greatest 
extent  possible. 

What  we  are  considering  today,  my 
colleagues,  is  neither  novel  nor  with- 
out precedent.  As  recently  as  1982  the 
Congress  was  forced  to  take  a  similar 
step.  We  acted  decisively  then  in  the 
face  of  a  growing  crisis;  I  believe  the 
need  is  just  as  great  to  do  so  today. 

Mr.  Speaker,  the  freight  and  person- 
al transportation  services  relied  upon 
by  millions  across  this  Nation  are  at 
stake  today.  So.  I  strongly  urge 
prompt  passage  of  this  legislation,  and 
again  thank  my  colleagues  for  their 
diligent  and  helpful  action. 

Mr.  LENT.  Mr.  Speaker.  I  yield  3 
minutes  to  the  gentleman  from  New 
York  [Mr.  Solomon]. 

Mr.  SOLOMON.  Mr.  Speaker.  I  rise 
in  strong  support  of  House  Joint  Reso- 
lution 728  offered  by  Mr.  Plorio.  the 
distinguished  chairman  of  the  Sub- 
committee on  Commerce.  Transporta- 
tion, and  Tourism. 

Although  Congress  should  always  be 
the  court  of  last  resort  in  labor-man- 
agement disputes.  I  don't  believe  we 
really  have  any  choice. 

As  many  of  you  know,  this  issue  has 
dragged  on  since  March,  without  being 
solved  despite  two  60-day  cooling  off 
periods. 

Congress  simply  could  not  adjourn 
this  faD  with  the  threat  of  a  nation- 
wide strike  hanging  over  our  heads. 

Such  a  strike  would  involve  more 
than  the  Maine  Central.  Boston  & 
Maine,  and  Delaware  &  Hudson  rail- 
roads in  the  Northeast. 

It  could  spread  to  systems  through- 
out the  country,  and  it  doesn't  require 
that  much  imagination  to  think  of  the 
impact  such  a  strike  would  have  on 
our  economy. 

On  the  other  hand,  this  legislation 
should  bring  this  long-standing  issue 
to  a  head  in  a  way  that  is  ultimately 
fair  both  to  Guilford  Industries  and  to 
the  Brotherhood  of  Maintenance  of 
Way  Employees. 

Specifically,  this  resolution  imple- 
ments the  recommendations  of  the 
Presidential  Board,  first  among  them 
being  binding  arbitration  on  any  unre- 
solved issues. 

This  binding  arbitration  must  be 
completed  within  30  days. 

I  want  to  thank  and  commend  the 
gentleman  from  New  Jersey  [Mr. 
Florio]  and  my  good  friend,  the  dis- 
tinguished ranking  minority  member 
of  the  Energy  and  Commerce  Commit- 
tee, Mr.  NoRHAN  Lent,  for  their  work 
on  this  important  piece  of  legislation. 

D  1350 

Mr.  LENT.  Mr.  Speaker.  I  yield  3 
minutes  to  the  gentleman  from  Maine 
[Mr.  McKernan]. 

Mr.  McKERNAN.  Mr.  Speaker,  I  rise 
in  support  of  Senate  Joint  Resolution 
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415,  a  bill  to  provide  for  a  settlement 
to  the  Maine  Central  Railroad  Co.  and 
Portland  Terminal  Co.,  labor  manage- 
ment dispute.  The  expeditious  han- 
dling of  this  bUl  by  the  Committee  on 
Energy  and  Commerce  attests  to  its 
urgency. 

I  am  extremely  concerned,  as  are 
many  other  Members  of  this  body, 
about  the  impact  of  the  dispute  be- 
tween the  Guilford  railroad  system 
and  the  Brotherhood  of  Maintenance 
of  Way  Employees  [BMWE]  in  the 
Northeast  and  indeed  the  entire 
Nation.  Although  there  has  been  some 
recent  dialog  between  the  two  parties, 
an  agreement  remains  elusive. 
.It  is  clear  that  the  union  has  the 
legal  and  practical  ability  to  initiate 
activities  which  could  affect  the  na- 
tional railway  system.  Therefore,  be- 
cause of  concern  that  essential  trans- 
portation services  of  the  Nation  may 
be  disrupted  by  an  escalation  of  this 
dispute,  I  believe  that  there  is  no  al- 
ternative to  congressional  action  to 
bring  this  dispute  to  an  end. 

Although  the  Congress  has  tradi- 
tionally been  reluctant  to  become  un- 
necessarily involved  in  any  specific  col- 
lective bargaining  process,  there  is 
precedent  for  congressional  action  in 
this  regard,  most  notably  the  1975  dis- 
pute involving  the  Norfolk-Southern 
Railroad  in  which  Congress  dictated 
specific  wage  levels. 

While  I  support  the  collective  bar- 
gaining process  and  have  long  felt  that 
only  those  parties  directly  concerned 
should  be  involved,  I  do  believe  that  it 
is  incumbent  upon  the  Congress  to 
ensure  that  transportation  systems  es- 
sential to  the  commerce  of  this  Nation 
remain  open. 

The  legislation  before  us  today  im- 
poses the  recommendations  made  by  a 
Presidential  Emergency  Board,  recom- 
mendations later  supported  by  a  con- 
gressional advisory  board  established 
by  legislation  passed  by  this  body  less 
than  2  months  ago.  Not  only  have  the 
provisions  included  in  Senate  Joint 
Resolution  415  been  recommended  by 
two  independent  panels  after  a  thor- 
ough review  of  the  issues,  but  aspects 
of  the  settlement  provisions  were  of- 
fered by  the  railroad's  management  to 
the  union  7  months  ago. 

Mr.  Speaker,  time  is  of  the  utmost 
importance.  I  believe  that  this  legisla- 
tion is  fair  and  it  provides  an  opportu- 
nity to  put  this  dispute  behind  us.  I 
therefore  urge  my  colleagues  to  sup- 
port this  measure. 

Mr.  LENT.  Mr.  Speaker,  I  yield  30 
seconds  to  the  gentleman  from  New 
York  [Mr.  Gilman]. 

Mr.  GILMAN.  I  thank  the  gentle- 
man for  yielding. 

Mr.  Speaker,  I  rise  in  strong  support 
of  Senate  Joint  Resolution  415  (H.J. 
Res.  728),  which  imposes  the  recom- 
mendations of  the  emergency  board 
created  by  President  Reagan  in  the 
labor-management    dispute    involving 


the  Maine  Central  Railroad  Co.  and 
the  Portland  Terminal  Co.  and  the 
Brotherhood  of  Maintenance  of  Way 
Employees  [BMWE].  I  thank  the  dis- 
tinguished gentleman  from  New 
Jersey  [Mr.  Plorio]  for  his  continued 
support  of  this  vital  measure.  I  also 
thank  the  gentleman  from  New  York 
[Mr.  Lent]  for  his  enthusiasm  and 
concern. 

Reacting  to  gradual  lay-offs  of 
Maine  Central  track  maintenance 
workers,  BMWE  began  its  dispute  with 
the  Guilford  system  in  April  1984. 
After  serving  notice  in  April  1984 
under  the  Railway  Labor  Act  [RLA], 
the  Brotherhood  fell  subject  to  a 
series  of  mandatory  negotiations,  all 
of  which  have  failed.  The  parties  to 
this  action  were  further  subject  to  two 
60-day  cooling  off  periods  in  which 
they  were  to  maintain  the  status  quo. 

As  these  periods  came  to  a  close,  the 
specter  of  secondary  strikes  became 
more  prominent.  In  response  to  this 
threat,  the  President  established  an 
emergency  board  to  investigate  the 
dispute.  The  emergency  board  report- 
ed to  Congress  in  the  form  of  a  series 
of  recommendations,  and  set  an  Octo- 
ber 1,  1986,  deadline  for  the  settle- 
ment of  issues.  If  no  agreement  could 
be  reached,  these  issues  would  be  sub- 
ject to  final  and  binding  arbitration. 

Their  recommendations  would  pro- 
vide protection  up  to  $26,000  for  active 
employees,  would  further  permit  Guil- 
ford to  establish  systemwide  mainte- 
nance production  crews,  and  of  height- 
ened significance,  would  require  all  re- 
siduary issues  to  be  settled  by  national 
negotiations. 

Needless  to  say,  the  broad  implica- 
tions of  this  dispute  place  the  north- 
eastern, and  possibly  our  national  rail 
system,  in  jeopardy  and  further  place 
BMWE  workers  in  a  precarious  finan- 
cial position.  Of  course,  at  any  time 
the  parties  are  free  to  initiate  and  im- 
plement their  own  agreement.  But  at 
this  time,  congressional  action  is 
strongly  suggested  as  an  interim  meas- 
ure until  such  self-initiated  agreement 
can  be  reached. 

The  status  quo  period  imposed  by 
House  Joint  Resolution  683  expired 
last  Thursday,  and  thus  leaves  the 
parties  free  from  legal  structures,  and 
opens  wide  the  possibility  of  utilizing 
self-help  measures.  The  repercussions 
of  such  action  are  indeed  serious. 
Thus,  I  urge  my  colleagues  to  join  me 
in  supporting  Senate  Joint  Resolution 
415,  as  a  necessary  interim  measure  in 
preventing  interruption  of  rail  services 
and  creating  financial  instability  for 
railway  workers  and  their  families. 

Mr.  LENT.  Mr.  Speaker,  I  have  no 
further  requests  for  time,  and  I  yield 
back  the  balance  of  my  time. 

Mr.  FLORIO.  Mr.  Speaker,  I  yield 
back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore  (Mr. 
DuRBiN).  The  question  is  on  the 
motion  offered  by  the  gentleman  from 


New  Jersey  [Mr.  Plorio]  that  the 
House  suspend  the  rules  and  pass  the 
Senate  joint  resolution  (S.J.  Res.  415). 

The  question  was  taken:  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the 
Senate  joint  resolution  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 

A  similar  House  bill  (H.J.  Res.  728) 
was  laid  on  the  table. 


GENERAL  LEAVE 

Mr.  FLORIO.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks,  and 
to  include  extraneous  matter  on  the 
Senate  joint  resolution  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  Jersey? 

There  was  no  objection. 


AUTHORIZING  THE  CLERK  TO 
MAKE  CORRECTIONS,  IN  THE 
ENGROSSMENT  OF  SENATE 
JOINT  RESOLUTION  415 

Mr.  FLORIO.  Mr.  Speaker,  I  ask 
imanimous  consent  that  in  the  en- 
grossment of  the  Senate  joint  resolu- 
tion (S.J.  Res.  415).  the  Clerk  be  au- 
thorized to  correct  section  numbers, 
punctuation,  and  cross  references,  and 
to  make  such  other  technical  and  con- 
forming changes  as  may  be  necessary 
to  reflect  the  actions  of  the  House  in 
passing  this  resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  Jersey? 

There  was  no  objection. 


RISK  RETENTION  AMENDMENTS 
OF  1986 

Mr.  FLORIO.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  pass  the  bill 
(H.R.  5225)  to  amend  the  I»roduct  Li- 
ability Risk  Retention  Act  of  1981  to 
include  coverage  of  other  lines  of  li- 
ability insurance,  and  for  other  pur- 
poses. 

The  Clerk  read  the  title  of  the  bill. 

Mr.  FLORIO.  Mr.  Speaker.  I  with- 
draw my  motion  and  reoffer  the  bill 
with  the  committee  amendment. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  New  Jersey  [Mr. 
Florio]  withdraws  his  motion. 

Mr.  FLORIO.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  pass  the  bill 
(H.R.  5225)  to  amend  the  Product  Li- 
ability Risk  Retention  Act  of  1981  to 
include  coverage  of  other  lines  of  li- 
ability insurance,  and  for  other  pur- 
poses as  amended. 

The  Clerk  read  as  follows: 
H.R.  5225 

Be  it  enacted  by  the  Senate  and  Hoxise  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled. 
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SECTION  I.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "Risli  Reten- 
tion Amendments  of  1986". 

SEC.  t  REFERENCES  IN  THE  ACT. 

Whenever  in  this  Act  an  amendment  is  ex- 
pressed in  terms  of  an  amendment  to  a  sec- 
tion, the  reference  shall  be  deemed  to  be  a 
reference  to  the  Product  Liability  Risk  Re- 
tention Act  of  1981  (15  U.S.C.  3901  et  seq.), 
unless  otherwise  provided. 

SBC  J.  COVERAGE  OFFERED  BY  RISK  RETENTION 
GROUPS. 

(a)  Expansion  or  Coverage.— Section  2(a) 
(15  U.S.C.  3901(a))  is  amended— 

(1)  by  striking  paragraphs  ( 1 )  and  (3). 

(2)  by  redesignating  paragraph  (2)  as 
paragraph  ( 1 ).  and 

(3)  by  inserting  after  paragraph  (1),  as  so 
redesignated,  the  following  new  paragraphs: 

"(2)  'liabUity  — 

"(A)  means  legal  lir,  ility  for  damages  (in- 
cluding costs  of  defen  '  legal  costs  and  fees, 
and  other  claims  expenses)  because  of  inju- 
ries to  other  persons,  damage  to  their  prop- 
erty, or  other  damage  or  loss  to  such  other 
persons  resulting  from  or  arising  out  of— 

"(i)  any  business  (whether  profit  or  non- 
profit), trade,  product,  services  (including 
professional  services),  premises,  or  oper- 
ations, or 

"(ii)  any  activity  of  any  State  or  local  gov- 
ernment, or  any  agency  or  political  subdivi- 
sion thereof;  and 

"(B)  does  not  include  personal  risk  liabil- 
ity and  an  employer's  liability  with  respect 
to  its  employees  other  than  legal  liability 
under  the  Federal  Employers'  Liability  Act 
(45U.S.C.  51  etseq.); 

"(3)  personal  risk  liability'  means  liability 
for  damages  because  of  injury  to  any 
person,  damage  to  property,  or  other  loss  or 
damage  resulting  from  any  personal,  famil- 
ial, or  household  responsibilities  or  activi- 
ties, rather  than  from  responsibilities  or  ac- 
tivities referred  to  in  paragraphs  (2)(A)  and 
(2KB);". 

(b)  DKfiNrriONS.— Such  section  is  further 
amended— 

(1)  by  striking  "and"  at  the  end  of  para- 
graph (5); 

(2)  by  striking  the  period  at  the  end  of 
paragraph  (6)  and  inserting  ";  and":  and 

(3)  by  adding  at  the  end  the  following  new 
paragraph: 

"(7)  'hazardous  financial  condition'  means 
that,  based  on  its  present  or  reasonably  an- 
ticipated financial  condition,  a  risk  reten- 
tion group  is  unlikely  to  l)e  able— 

"(A)  to  meet  obligations  to  policyholders 
with  respect  to  known  claims  and  reason- 
ably anticipated  claims,  or 

"(B)  to  pay  other  obligations  in  the 
normal  course  of  business.". 

SEC.  4.  REQIIREMENTS  RELATING  TO  RISK  RETEN- 
TION GROIPS  AND  PIRCHASINC 
GROUPS. 

(a)  Characteristics  op  Risk  Retention 
Groups  and  Their  Members.— (1)  Section 
2(aK4)  (15  U.S.C.  3901(a)(4))  is  amended  by 
striking  "taxable  as  a  corporation,  or  as  an 
insurance  company.". 

(2)  Subparagraph  (A)  of  such  section  is 
amended  by  striking  "product  liability  or 
completed  operations  liability  risk  expo- 
sure" and  Inserting  "liability  exposure". 

(3)  Subparagraph  (C)  of  such  section  is 
amended  to  read  as  follows: 

"(C)  which— 

'"(I)  is  chartered  and  licensed  as  a  liability 
insurance  company  and  authorized  to 
engage  in  the  business  of  insurance  under 
the  laws  of  any  State,  or 

""(ii)  before  January  1.  1985.  was  chartered 
or  licensed  and  authorized  to  engage  in  the 


business  of  insurance  under  the  laws  of  Ber- 
muda or  the  Cayman  Islands  and,  before 
such  date,  had  certified  to  the  insurance 
commissioner  of  at  least  one  State  that  it 
satisfied  the  capitalization  requirements  of 
such  State,  except  that  any  such  group 
shall  be  considered  to  be  a  risk  retention 
group  only  if  it  has  been  engaged  in  busi- 
ness continuously  since  such  date  and  only 
for  the  purpKJse  of  continuing  to  provide  in- 
surance to  cover  product  liability  or  com- 
pleted operations  liability  (as  such  terms 
were  defined  In  this  section  l>efore  the  date 
of  the  enactment  of  the  Risk  Retention 
Amendments  of  1986);". 
(4)  Such  section  is  further  amended— 

(A)  by  striking  "and "  at  the  end  of  sub- 
paragraph (D).  and 

(B)  by  striking  subparagraph  (E)  and  in- 
serting the  following  new  subparagraphs: 

"(E)  which— 

""(i)  has  as  its  members  only  persons  who 
have  an  ownership  interest  in  the  group  and 
which  has  as  its  owners  only  persons  who 
are  members  who  are  provided  insurance  by 
the  risk  retention  group;  or 

"'(ii)  has  as  its  sole  member  and  sole  owner 
an  organization  which  is  owned  by  persons 
who  are  provided  Insurance  by  the  risk  re- 
tention group  (hereinafter  in  this  section  re- 
ferred to  as  secondary  owners'); 

"(F)  whose  members  or  secondary  owners 
are  engaged  in  businesses  or  activities  simi- 
lar or  related  with  respect  to  the  liability  to 
which  such  members  or  secondary  owners 
are  exposed  by  virtue  of  any  related,  similar, 
or  common  business,  trade,  product,  serv- 
ices, premises,  or  operations, 

•(G)  whose  activities  do  not  include  the 
provision  of  insurance  other  than— 

"(i)  liability  insurance  for  assuming  and 
spreading  all  or  any  portion  of  the  liability 
of  its  group  members  or  secondary  owners; 
and 

"(ii)  reinsurance  with  respect  to  the  liabil- 
ity of  any  other  risk  retention  group  (or  any 
members  or  secondary  owners  of  such  other 
group)  which  is  engaged  in  businesses  or  ac- 
tivities so  that  such  group  or  member  or  sec- 
ondary owner  meets  the  requirement  de- 
scribed in  subparagraph  (F)  for  membership 
in  the  risk  retention  group  which  provides 
such  reinsurance;  and 

"(H)  the  name  of  which  includes  the 
phrase  "Risk  Retention  Group'.'. 

(b)  Characteristics  op  Purchasing 
GROUPS.-Sectlon  2(a)(5)  (15  U.S.C. 
3901(a)(5))  is  amended  to  read  as  follows: 

'•(5)  "purchasing  group'  means  any  group 
which— 

"(A)  has  as  one  of  its  purposes  the  pur- 
chase of  liability  insurance  on  a  group  basis; 
"(B)  purchases  such  insurance  only  for  its 
group  members  and  only  to  cover  their  simi- 
lar or  related  liability  exposure,  as  described 
in  subparagraph  (C); 

•"(C)  is  composed  of  members  whose  busi- 
ness or  activities  are  similar  or  related  with 
respect  to  the  liability  to  which  members 
are  exposed  by  virtue  of  any  related,  similar, 
or  common  business,  trade,  product,  serv- 
ices, premises,  or  operations;  and 
"(D)  is  domiciled  in  any  State;". 

SEC.  5.  CONCERNING  SCOPE  OF  EXEMPTIONS  RE- 
LATING TO  RISK  RETENTION  GROUPS. 

(a)  In  General.— Section  3(b)  (15  U.S.C. 
3902(b))  is  amended  to  read  as  follows: 

"(b)  The  exemptions  specified  in  subsec- 
tion (a)  apply  to  laws  governing  the  insur- 
ance business  pertaining  to— 

"(1)  liability  Insurance  coverage  provided 
by  a  risk  retention  group  for— 

"•(A)  such  group;  or 

'"(B)  any  person  who  is  a  member  of  such 
group; 


""(2)  the  sale  of  liability  insurance  cover- 
age for  a  risk  retention  group;  and 

""(3)  the  provison  of— 

""(A)  Insurance  related  services; 

"(B)  management,  operations,  and  invest- 
ment activities;  or 

"(C)  loss  control  and  claims  administra- 
tion (including  loss  control  and  claims  ad- 
ministration services  for  uninsured  risks  re- 
tained by  any  member  of  such  group); 
for  a  risk  retention  group  or  any  member  of 
such  group  with  respect  to  liability  for 
which  the  group  provides  Insurance.". 

(b)  Plans  op  Operation,  Feasibility 
Studies,  and  Financial  Statements.— Sec- 
tion 3  (15  U.S.C  3902)  is  further  amended— 

( 1 )  In  subsection  (aM  1  )— 

(A)  by  striking  subparagraph  (D)  and  re- 
designating subparagraphs  (E),  (F),  and  (G) 
as  subparagraphs  (D),  (E),  and  (P).  accord- 
ingly; and 

(B)  by  striking  all  that  follows  after  "doc- 
uments or  process"  In  subparagraph  (D)  (as 
redesignated)  and  inserting  a  semicolon;  and 

(2)  by  adding  at  the  end  of  such  section 
the  following  new  subsection: 

"(d)  Each  risk  retention  group  shall 
submit— 

"'(1)  to  the  Insurance  commissioner  of  the 
State  In  which  it  is  chartered— 

"(A  before  it  may  offer  Insurance  in  any 
State,  a  plan  of  operation  or  a  feasibility 
study  which  includes  the  coverages,  deducti- 
bles, coverage  limits,  rates,  and  rating  classi- 
fication systems  for  each  line  of  Insurance 
the  group  Intends  to  offer;  and 

"(B)  revisions  of  such  plan  or  study  if  the 
group  intends  to  offer  any  additional  lines 
of  liability  Insurance; 

'•(2)  to  the  insurance  commissioner  of 
each  State  in  which  it  intends  to  do  busi- 
ness, before  it  may  offer  insurance  in  such 
State- 

"(A)  a  copy  of  such  plan  or  study  (which 
shall  include  the  name  of  the  State  in  which 
it  is  chartered  and  its  principal  place  of 
business);  and 

•'(B)  a  copy  of  any  revisions  to  such  plan 
or  study,  as  provided  In  paragaph  (1)(B) 
(which  shall  include  any  change  in  the  des- 
ignation of  the  State  in  which  it  is  char- 
tered); and 

"(3)  to  the  insurance  commissioner  of 
each  State  in  which  it  is  doing  business,  a 
copy  of  the  group's  annual  financial  state- 
ment submitted  to  the  State  in  which  the 
group  is  chartered  as  an  insurance  company, 
which  statement  shall  be  certified  by  an  in- 
dependent public  accountant  and  contain  a 
statement  of  opinion  on  loss  and  loss  adjust- 
ment expense  reserves  made  by— 

"(A)  a  member  of  the  American  Academy 
of  Actuaries,  or 

"(B)  a  qualified  loss  reserve  specialist.". 

(c)  Examination  op  Financial  Condi- 
tion.—Section  3(a)(1)(E)  (as  redesignated 
by  subsection  (b))  is  amended— 

(1)  by  strilung  clause  (I); 

(2)  by  redesignating  clause  (ii)  as  clause 
(i);  and 

(3)  by  adding  at  the  end  the  following  new 
clause: 

"(ID  any  such  examination  shall  be  coordi- 
nated to  avoid  unjustified  duplication  and 
unjustified  repetition;". 

(d)  Compliance  With  Deliquency  Pro- 
ceeding Orders.— Section  3(a)(1)(F)  (as  re- 
designated by  subsection  (b))  is  amended  to 
read  as  follows: 

""(F)  comply  with  a  lawful  order  issued— 
"(i)   in   a   delinquency   proceeding   com- 
menced by  the  State  Insurance  commission- 
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er  if  there  has  been  a  finding  of  financial 
impairment  under  subparagraph  (E);  or 

"(ii)  in  a  voluntary  dissolution  proceed- 
ing:". 

(e)  Additional  State  Law  Requirx- 
BfENTS.— Section  3(a)(1)  (15  U.S.C. 
3902(a)(1))  is  further  amended  by  adding  at 
the  end  the  following  new  subparagraphs: 

"(G)  comply  with  any  State  law  regarding 
deceptive,  false,  or  fraudulent  acts  or  prac- 
tices, except  that  if  the  State  seeks  an  in- 
junction regarding  the  conduct  described  in 
this  subparagraph,  such  injunction  must  be 
obtained  from  a  court  of  competent  Jurisdic- 
tion; 

"(H)  comply  with  an  injunction  issued  by 
a  court  of  competent  Jurisdiction,  upon  a  pe- 
tition by  the  State  insurance  commissioner 
alleging  that  the  group  is  in  hazardous  fi- 
nancial condition  or  is  financially  impaired: 
and 

"(I)  provide  the  following  notice,  in  10- 
point  type,  in  any  insurance  policy  issued  by 
such  group: 

"  'notice 
"  'This  policy  is  issued  by  your  risk  reten- 
tion group  Your  risk  retention  group  may 
not  be  subject  to  all  of  the  insurance  laws 
and  regulations  of  your  State.  State  insur- 
ance insolvency  guaranty  funds  are  not 
available  for  your  risk  retention  group."  ". 

SEC.  e.  ADDITIONAL  REQUIREMENTS  RELATING  TO 
PURCHASING  GROUPS. 

Section  4  (15  U.S.C  3903)  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tions: 

"(d)(1)  A  purchasing  group  which  intends 
to  do  business  in  any  State  shall  furnish 
notice  of  such  intention  to  the  insurance 
commissioner  of  such  State.  Such  notice— 

"(A)  shall  identify  the  State  in  which  such 
group  is  domiciled; 

"(B)  shall  specify  the  lines  and  classifica- 
tions of  liability  insurance  which  the  pur- 
chasing group  intends  to  purchase; 

"(C)  shall  identify  the  insurance  company 
from  which  the  group  intends  to  purchase 
insurance  and  the  domicile  of  such  compa- 
ny; and 

"(D)  shall  identify  the  principal  place  of 
business  of  the  group. 

"(2)  Such  purchasing  group  shall  notify 
the  commissioner  of  any  such  State  as  to 
any  subsequent  changes  in  any  of  the  items 
provided  in  such  notice. 

"(e)  A  purchasing  group  shall  register 
with  and  designate  the  State  insurance  com- 
missioner of  each  State  in  which  it  does 
business  as  its  agent  solely  for  the  purpose 
of  receiving  service  of  legal  documents  or 
process,  except  that  such  requirement  shall 
not  apply  in  the  case  of  a  purchasing 
group— 

"(I)  which— 

"(A)  was  domiciled  before  April  1,  1986; 
and 

"(B)  is  domiciled  on  and  after  the  date  of 
the  enactment  of  this  Act, 
in  any  State  of  the  United  States; 

"(2)  which— 

"(A)  before  the  date  of  the  enactment  of 
this  Act,  purchased  insurance  from  an  in- 
surance carrier  licensed  in  any  State,  and 

"(B)  since  such  date  of  enactment,  pur- 
chases its  insurance  from  an  insurance  car- 
rier licensed  in  any  State; 

"(3)  which  was  a  purchasing  group  under 
the  requirements  of  this  Act  before  the  date 
of  the  enactment  of  the  Risk  Retention 
Amendments  of  1986;  and 

"(4)  as  long  as  such  group  does  not  pur- 
chase insurance  that  was  not  authorized  for 
purposes  of  an  exemption  under  this  Act  as 
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in  effect  before  the  date  of  the  enactment 
of  the  Risk  Retention  Amendments  of  1986. 
"(f)  A  purchasing  group  may  not  purchase 
insurance  from  a  risk  retention  group  that 
is  not  chartered  in  a  State  or  from  an  insur- 
er not  admitted  in  the  SUte  in  which  the 
purchasing  group  is  located,  unless  the  pur- 
chase is  effected  through  licensed  agent  or 
broker  acting  pursuant  to  the  surplus  lines 
laws  and  regulations  of  such  State.". 

SEC.  7.  CONCERNING  AUTHORITY  OF  STATES  TO 
ENJOIN  CERTAIN  CONDUCT. 

Section  3  (15  U.S.C  3902),  as  amended  by 
section  5(b)  of  this  Act,  is  further  amended 
by  adding  at  the  end  the  following  new  sub- 
section; 

"(e)  Nothing  in  this  section  shall  be  con- 
strued to  affect  the  authority  of  any  Feder- 
al or  State  court  to  enjoin— 

"(1)  the  solicitation  or  sale  of  insurance  by 
a  risk  retention  group  to  any  person  who  is 
not  eligible  for  membership  in  ."uch  group; 
or 

"(2)  the  solicitation  or  sale  of  insurance 
by,  or  operation  of,  a  risk  retention  group 
that  is  in  hazardous  financial  condition  or  is 
financially  impaired.". 

SEC.  8.  ADDITIONAL  CLARIFICATION  OF  PERMISSI- 
.BLE  STATE  AUTHORITY. 

(a)  Clarification  or  State  Authority  Re- 
specting Risk  Retention  GROtn-s.— Section 
3  (15  U.S.C.  3902),  as  amended  by  sections 
5(b)  and  6  of  this  Act,  is  further  amended  by 
a  adding  at  the  end  the  following  new  sub- 
sections: 

'(f)(1)  Subject  to  the  provisions  of  subsec- 
tion (a)(1)(G)  (relating  to  injunctions)  and 
paragraph  (2),  nothing  in  this  Act  shall  be 
construed  to  affect  the  authority  of  any 
State  to  make  use  of  any  of  its  powers  to  en- 
force the  laws  of  such  State  with  respect  to 
which  a  risk  retention  group  is  not  exempt 
under  this  Act. 

"(2)  If  a  State  seeks  an  injunction  regard- 
ing the  conduct  described  In  paragraphs  ( 1 ) 
and  (2)  of  subsection  (e),  such  injunction 
must  be  obtained  from  a  Federal  or  State 
court  of  competent  Jurisdiction. 

"(g)  Nothing  in  thU  Act  shaU  affect  the 
authority  of  any  State  to  bring  an  action  in 
any  Federal  or  State  court. 

"(h)  Nothing  in  this  Act  shall  be  con- 
strued to  affect  the  authority  of  any  State 
to  regulate  or  prohibit  the  ownership  inter- 
est in  a  risk  retention  group  by  an  insurance 
company  in  that  State,  other  than  in  the 
case  of  ownership  interst  in  a  risk  retention 
group  whose  members  are  insurance  compa- 
nies.". 

(b)  (Clarification  of  State  Authority 
Respecting  Purchasing  Groups.— Section  4 
(15  U.S.C.  3903),  as  amended  by  section  6  of 
this  Act,  is  further  amended— 

(1)  in  subsection  (a),  by  inserting  "and  sec- 
tion 6"  after  "section";  and 

(2)  by  adding  at  the  end  the  following  new 
subsections: 

"(g)  Nothing  in  this  Act  shall  be  construed 
to  affect  the  authority  of  any  State  to  make 
use  of  any  of  its  powers  to  enforce  the  laws 
of  such  State  with  respect  to  which  a  pur- 
chasing group  is  not  exempt  under  this  Act. 

"(h)  Nothing  in  this  Act  shall  affect  the 
authority  of  any  State  to  bring  an  action  in 
any  Federal  or  State  court." 

(c)  Other  Clarification.— The  Act  is  fur- 
ther amended  by  adding  at  the  end  the  fol- 
lowing new  section: 

"'clarification  concerning  permissible 

STATE  authority 

"Sec.  6.  (a)  Nothing  in  this  Act  shall  be 
construed  to  exempt  a  risk  retention  group 
or  purchasing  group  authorized  under  this 
Act  from  the  policy  form  or  coverage  re- 


quirements of  any  State  motor  vehicle  no- 
fault  or  motor  vehicle  financial  responsibil- 
ity insurance  law. 

"(b)  The  exemptions  provided  under  this 
Act  shall  apply  only  to  the  provision  of  li- 
ability insurance  by  a  risk  retention  group 
or  the  purchase  of  liability  insurance  by  a 
purchasing  group,  and  nothing  in  this  Act 
shall  be  construed  to  permit  the  provision 
or  purchase  of  any  other  line  of  insurance 
by  any  such  group. 

""(c)  The  terms  of  any  insurance  policy 
provided  by  a  risk  retention  group  or  pur- 
chased by  a  purchasing  group  shall  not  pro- 
vide or  be  construed  to  provide  coverage 
prohibited  by  SUte  statute  or  declared  un- 
lawful by  the  highest  court  of  the  State 
whose  law  applies  to  such  policy. 

"(d)  Subject  to  the  provisions  of  section 
3(a)(4)  relating  to  discrimination,  nothing  in 
this  Act  shall  be  construed  to  preempt  the 
authority  of  a  State  to  specify  acc«>pUble 
means  of  demonstrating  financial  responsi- 
bility where  the  State  has  required  a  dem- 
onstration of  financial  responsibility  as  a 
condition  for  obtaining  a  license  or  permit 
to  undertake  specified  activities.  Such 
means  may  include  or  exclude  insurance 
coverage  obtained  from  an  admitted  insur- 
ance company,  an  excess  lines  company,  a 
risk  retention  group,  or  any  other  source  re- 
gardless of  whether  coverage  is  obtained  di- 
rectly from  an  insurance  company  or 
through  a  broker,  agent,  purchasing  group, 
or  any  other  person. 

"(e)  Nothing  in  this  Act  shall  be  construed 
to  preempt  the  authority  of  a  State  to  speci- 
fy acceptable  means  for  managing  the  liabil- 
ity of  the  State  or  its  local  governments  (or 
any  agency  or  political  subdivision  thereof). 
Such  means  may  include  or  exclude  insur- 
ance coverage  obtained  from  an  admitted  in- 
surance company,  an  excess  lines  company, 
a  risk  retention  group,  or  any  other  source, 
or  through  a  broker,  agent,  purchasing 
group,  or  any  other  person.". 

SEC.  J.  INJUNCTIVE  POWERS  OF  FEDERAL  COURTS. 

The  Act,  as  amended  by  section  7(c)  of' 
this  Act,  is  further  amended  by  adding  at 
the  end  the  following  new  section: 

"INJUNCTIVE  ORDERS  ISSUED  BY  UNITED  STATES 
DISTRICT  COURTS 

"Sec.  7.  Any  district  court  of  the  United 
States  may  issue  an  order  enjoining  a  risk 
retention  group  from  soliciting  or  selling  in- 
surance, or  operating,  in  any  State  (or  in  all 
States)  or  in  any  territory  or  possession  of 
the  United  States  upon  a  finding  of  such 
court  that  such  group  is  in  hazardous  finan- 
cial condition.  Such  order  shall  be  binding  - 
on  such  group,  its  officers,  agents,  and  em- 
ployees, and  on  any  other  person  acting  in 
active  concert  with  any  such  officer,  agent, 
or  employee,  if  such  other  person  has  actual 
notice  of  such  order.". 

SEC.  10.  OVERSIGHT  OF  IMPLEMENTA'nON:  REPORT 
TO  CONGRESS. 

(a)  In  General.— (1)  Not  later  than  Sep- 
tember 1,  1987,  and  not  later  than  Septem- 
ber 1,  1989,  the  Secretary  of  Commerce 
shall  submit  reports  to  the  Congress  con- 
cerning implementation  of  this  Act. 

(2)  Such  report  shall  be  based  on— 

(A)  the  Secretary's  consultation  with 
State  insurance  commissioners,  risk  reten- 
tion groups,  purchasing  groups,  and  other 
interested  parties;  and 

(B)  the  Secretary's  analy.sis  of  other  infor- 
mation available  to  the  Secretary. 

(b)  Contents  of  the  Report.— The  report 
shiUl  describe  the  Secretary's  views  concern- 
ing— 
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(1)  the  contribution  of  this  Act  toward 
resolution  of  problems  relating  to  the  un- 
avmllability  and  unaffordability  of  liability 
insurance: 

(2)  the  extent  to  which  the  structure  of 
regulation  and  preemption  established  by 
this  Act  is  satisfactory; 

(3)  the  extent  to  which,  in  the  implemen- 
Ution  of  this  Act.  the  public  is  protected 
from  unsound  financial  practices  and  other 
commercial  abuses  Involving  rislc  retention 
groups  and  purchasing  groups: 

(4)  the  causes  of  any  financial  difficulties 
of  risk  retention  groups  and  purchasing 
groups:  and 

(5)  such  other  comments  and  conclusions 
as  the  Secretary  deems  relevant  to  assess- 
ment of  the  implementation  of  this  Act. 

SKC  U.  EFFKCTIVE  DATE:  APPLICABILITY. 

(a)  Gekkral  Rule.— Subject  to  subsection 
(b).  this  Act  shall  take  effect  on  the  date  of 
its  enactment. 

(b)  Special  Ruii  Regarding  Feasibility 
Study.— The  provisions  of  section  3(d)  of 
the  Liability  Risk  Retention  Act  of  1986  (as 
added  by  section  5(b)  of  this  Act),  relating 
to  the  submission  of  a  feasibility  study, 
shall  not  apply  with  respect  to  any  line  or 
classification  of  liability  insurance  which— 

(1)  was  defined  in  the  Product  Inability 
Risk  Retention  Act  of  1981  before  the  date 
of  the  enactment  of  this  Act;  and 

(2)  was  offered  before  such  date  of  enact- 
ment by  any  risk  retention  group  which  has 
been  chartered  and  operating  for  not  less 
than  3  years  before  such  date  of  enactment; 
and 

SEC    12.   TECHNICAL   AND  CONFORMINU    AMEND- 
MENTS. 

(a)  In  THE  Short  Title.— Section  1  (15 
uJS-C.  3901.  note)  is  amended  to  read  as  fol- 
lows: 
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"SHORT  title 

"Sectiom  1.  This  Act  may  be  cited  as  the 
'Liability  Risk  Retention  Act  of  1986'." 

(b)  In  Section  2(b).— Section  2(b)  (15 
U.S.C.  3901(b))  is  amended  by  striking 
"product  liability  and  product  liability  in- 
surance" and  inserting  "liability,  personal 
risk  liability,  and  Insurance". 

(c)  III  Section  4(b).— Section  4(b)  (15 
X3S.C.  3903(b))  is  amended— 

(1)  in  paragraph  (1),  by  striking  "product 
liability  of  completed  operations  liability  in- 
surance, and  comprehensive  general  liability 
insurance  which  includes  either  of  these 
coverages,"  and  inserting  "liabUity  insur- 
ance": and 

(2)  in  paragraph  (2),  by  striking  "product 
liability  or  completed  operations  insurance, 
and  comprehensive  general". 

The  SPEAKER  pro  tempore.  Is  a 
second  deinande<i? 

Mr.  LENT.  Mr.  Speaker.  I  demand  a 
second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  New  Jersey  [Mr. 
Florio]  will  be  recognized  for  20  min- 
utes and  the  gentleman  from  New 
York  [Mr.  Lkht]  will  be  recognized  for 
20  minutes. 

The  Chairman  recognizes  the  gentle- 
man from  New  Jersey  [Mr.  Florid]. 

Bto.  FLORIO.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker.  H.R.  5225.  the  LiabiUty 
Risk  Retention  Act  of  1986.  is  an  im- 


portant bill  with  desirable  objectives. 
Mr.  Wydbn  and  Mr.  Lent  are  to  be 
commended  for  the  leadership  they 
have  provided  on  this  Issue. 

The  liability  insurance  crisis  has  pro- 
duced many  complaints  to  Congress. 
But  because  of  the  tradition  of  State 
responsibility  for  insurance,  many  are 
reluctant  to  have  the  Federal  Govern- 
ment become  involved. 

One  of  the  problems  with  State  reg- 
ulation, however.  Is  the  lack  of  uni- 
formity and  the  obstacles  some  States 
have  created  for  self-insurance  groups 
and  purchasing  groups.  This  seems 
particularly  unfortunate  when  tradi- 
tional insurance  is  not  available  in 
many  cases,  yet  businesses  are  pre- 
vented from  self-help. 

A  consensus  has  developed,  there- 
fore, that  Congress  should  act  to  help 
the  States  do  what  they  cannot  do  for 
themselves.  Congressional  action  is  in- 
tended to  help  create  some  uniformity 
and  remove  obstacles  created  for  risk 
retention  groups  by  some  States.  I 
have  sought  to  ensure  that  we  avoid 
placing  unjustified  burdens  on  risk  re- 
tention groups.  I  have  also  sought  to 
ensure  that  the  public  is  protected 
from  commerical  abuses.  For  example, 
the  bill  makes  clear  the  authority  of 
all  the  States  to  prevent  conunercial 
abuses  such  as  deception  and  to  inter- 
vene in  a  timely  fashion  to  stop  the 
operation  of  financially  troubled  risk 
retention  groups. 

The  risk  retention  approach  is 
worthwhile  in  creating  alternatives 
and  competiton  that  were  not  previ- 
ously available.  We  should  never  be 
caught  again  in  a  situation  where  we 
have  put  all  our  insurance  eggs  in  one 
basket. 

At  the  same  time,  everyone  realizes 
that  the  Risk  Retention  Act  is  not  a 
cure-all.  For  example,  not  everyone 
will  find  the  risk  retention  approach 
cost-effective.  The  unavailability  of  re- 
insurance and  general  economic  insta- 
bility will  still  cause  difficulties. 

For  these  reasons,  it  is  important 
that  we  not  conclude  that  there  is 
nothing  else  that  needs  to  be  done. 
The  Risk  Retention  Act  itself  may 
very  well  need  fine  tuning,  as  we  see 
how  it  works  in  practice.  Beyond  that, 
we  must  work  to  improve  the  insur- 
ance climate  for  everyone,  including 
risk  retention  groups.  That  means  ex- 
ploring ways — especially  at  the  State 
level— of  increasing  reinsurance  avail- 
ability, protecting  against  the  conse- 
quences of  insolvency,  obtaining  better 
data  on  claims,  improving  risk  abate- 
ment, and  stabilizing  interest  rates. 

Today  is  a  begiiming.  and  I  con- 
gratulate my  colleagues,  Mr.  Lent  and 
Mr.  Wyden,  for  bringing  us  to  this 
point. 

I  will  now  provide  a  brief  description 
of  the  details  of  this  legislation. 

Legislation  similar  to  the  current 
bill,  but  limited  to  product  liability 
and  completed  operations  liability  in- 


surance, was  enacted  in  1981  as  the 
Product  Liability  Risk  Retention  Act 
of  1981.  Public  Law  97-45.  The  1981 
law  preempted  certain  State  laws  and 
regulations  that  tended  to  inhibit  the 
formation  of  product  liability  risk  re- 
tention groups  and  purchasing  groups. 
The  current  legislation  expands  the 
scope  of  this  preemption  to  enable 
risk-retention  and  purchasing  groups 
to  provide  not  only  product  liability 
insurance,  but  all  types  of  liability  in- 
surance, as  defined  in  the  bill.  With  re- 
spect to  risk  retention  groups,  the 
1981  law  contemplated  that  the  State 
in  which  the  group  was  chartered 
would  retain  its  authority  to  regulate 
the  group,  while  nonchartering  States 
would  have  more  limited  regulatory 
authority.  The  current  legislation  re- 
tains this  distinction,  but  augments 
the  authority  of  nonchartering  States 
to  regulate  solvency,  trade  practices 
and  other  matters. 

Finally,  because  of  the  unique  ap- 
proach of  the  current  legislation  as  far 
as  Federal  involvement  with  insurance 
is  concerned  and  because  of  the  yet  to 
be  tested  removal  of  certain  State  reg- 
ulatory provisions  by  the  bill,  it  was 
believed  important  that  Congress 
monitor  closely  the  implementation  of 
this  legislation.  Accordingly.  H.R.  5225 
requires  the  Secretary  of  Commerce  to 
submit  reports  on  implementation  of 
the  law  to  Congress  in  1987  and  1989. 
The  reports  are  to  address  such  issues 
as  whether  the  law  helps  resolve  the 
insurance  availability  crisis  and 
whether,  in  implementation  of  the 
law.  the  public  is  protected  from  un- 
sound financial  practices  and  other 
commercial  abuses. 

We  in  Congress  will  be  monitoring 
these  issues  closely  and  expect  the  re- 
ports of  the  Secretary  of  Commerce  to 
provide  us  with  an  additional  tool  for 
ensuring  that  the  implementation  of 
the  risk  retention  legislation  serves 
the  public  interest. 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mr.  LENT.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  first  of  all  I  want  to 
commend  the  gentleman  from  New 
Jersey  [Mr.  Florio],  for  acquiescing  to 
and  supporting  this  legislation.  It  has 
been  a  long  hard  road  for  the  gentle- 
man from  Oregon  [Mr.  Wyden],  the 
cosponsor  of  this  legislation,  and  I.  I 
do  not  think  we  could  have  been  as 
successful  as  we  have  been,  at  least  up 
to  this  point,  had  it  not  been  for  the 
guidance  and  support  that  was  given 
to  us  by  the  gentleman  from  New 
Jersey  [Mr.  FlorioI.  In  the  same 
breath,  Mr.  Speaker.  I  do  want  to  pay 
tribute  to  the  gentleman  from  Oregon 
[Mr.  Wyden]  for  his  leadership  and 
his  tenacity.  Without  those  two  quali- 
ties, which  he  has  demonstrated  time 
and  again  during  the  legislative  proc- 
ess on  this  bill.  I  do  not  think  we 
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would  have  reached  the  high  plateau 
which  we  find  ourselves  on  this  after- 
noon. 

Mr.  Speaker,  a  liability  horror  story 
makes  the  news  nearly  every  day- 
Roosevelt  Island  residents  unable  to 
use  the  Tramway,  their  main  link  to 
Manhattan;  summer  recreation  pro- 
grams curtailed  or  cancelled  in 
Oregon:  and  Head  Start  centers  forced 
to  close  in  North  Dakota  and  Texas. 
Many  businesses  cannot  find  insur- 
ance or  they  cannot  afford  it.  If  this 
crisis  continues  unchecked,  literally 
every  American  will  have  been 
touched  by  it  within  a  few  short  years. 

The  last  liability  crisis  we  faced  as  a 
Nation  was  in  the  late  1970's.  Howev- 
er, it  was  generally  limited  to  product 
manufacturers  and  distributors.  In  re- 
sponse to  that  crisis.  Congress,  enacted 
the  Product  Liability  Risk  Retention 
Act  of  1981,  which  enabled  product 
manufacturers,  sellers,  and  distribu- 
tors to  pool  their  resoiu-ces  and  self- 
insure.  The  law  has  been  a  boon  to 
certain  highly  motiviated  groups  like 
homebuilders  and  wholesalers. 

Clearly,  the  current  crisis  is  a  na- 
tional problem  of  equal  importance  to 
that  we  faced  in  1981.  It  too  requires 
responsible  Federal  action,  which 
should  be  taken  rapidly.  I  believe  that 
H.R.  5225,  the  UabUity  Risk  Reten- 
tion Act  of  1986,  which  Congressman 
Wyden  and  I  introduced,  provides 
such  responsible  action. 

H.R.  5225  would  allow  individuals 
and  businesses  to  pool  together  to 
form  their  own  insurance  cooperatives. 
It  would  also  allow  commercial  insur- 
ance to  be  purchased  on  a  group  basis. 
The  legislation  stipulates  that  mem- 
bers of  risk  retention  and  purchasing 
groups  must  have  similar  liability. 
This  will  protect  members  from  as- 
suming unnecessary— and  potentially 
costly— insurance  risks.  For  example, 
nurses  and  nurse-midwives  could  pool 
together,  but  race  car  drivers  and  ter- 
mite exterminators  could  not.  To  safe- 
guard against  potential  abuse,  each 
State  insurance  commissioner  is  pro- 
vided authority  to  protect  the  public 
from  any  fly-by-night  operations. 

Without  such  legislation,  current 
law  requires  groups  wishing  to  issue 
general  liability  policies  in  more  than 
one  State  to  conform  to  each  State's 
insurance  regiilations  and  financial  re- 
quirements. This  regulatory  maze  ef- 
fectively prohibits  the  formation  of 
risk  retention  groups.  H.R.  5225,  would 
provide  a  desperately  needed  alterna- 
tive to  the  conventional  insurance 
market,  by  allowing  risk  retention  and 
purchasing  to  operate  nationwide. 

With  Congress  adjourning  in  a  few 
weeks,  it  is  time  for  the  House  to  act. 
It  would  be  a  shame  if  this  opportuni- 
ty for  consiuner  relief  was  lost  in  the 
thicket  of  the  preadjoumment  House 
agenda. 

No  one  pretends  that  risk  retention 
and  purchasing  groups  are  a  panacea. 
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In  this  troubled  time,  however,  it  may 
be  both  the  most  and  the  least  we  can 
do. 
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Mr.  Speaker,  I  yield  such  time  as  he 
may  consume  to  the  gentleman  from 
New  York  [Mr.  Oilman]. 

Mr.  OILMAN.  Mr.  Speaker,  as  a  co- 
sponsor  and  advocate  of  this  measure, 
I  rise  in  strong  support  of  H.R.  5225, 
the  Product  Liability  Risk  Retention 
Act  of  1986,  and  I  thank  and  commend 
my  colleague  from  New  York  [Mr. 
Lent],  the  gentleman  from  Oregon 
[Mr.  Wyden],  and  the  distinguished 
chairman  of  the  subcommittee.  Con- 
gressman from  New  Jersey  [Mr. 
Florio]  for  the  leadership  they  have 
provided  on  this  vital  issue. 

The  liability  insurance  crisis  is  one 
of  the  most  pressing  problems  facing 
the  99th  Congress.  American  business- 
es, professionals  and  municipalities, 
both  large  and  small,  are  encountering 
three  problems:  availability  of  insur- 
ance, affordability  of  insurance  cover- 
age and  adequacy  of  coverage.  Manu- 
facturers, doctors,  nurses  and  nurse- 
midwives,  restaurants  and  bars, 
mayors  coimty  executives,  school 
boards,  recreational  centers,  lawyers, 
retailers,  and  others  throughout  my 
congressional  district  have  all  contact- 
ed me  to  express  their  concern  for  the 
extent  of  the  liability  crisis  and  em- 
phasize the  importance  of  Federal 
action.  Premiums  for  all  types  of  in- 
surance have  skyrocketed  over  the  last 
few  years,  many  insurance  policies 
upon  renewal  offer  reduced  coverage 
with  higher  deductibles,  and  some  in- 
surance seekers  cannot  find  a  compa- 
ny to  insure  them.  The  insurance 
crisis  adversely  affects  not  only  those 
who  are  insured,  but  everyone,  since 
these  increasing  premiimis  are  eventu- 
ally passed  on  to  the  consumer. 

The  legislation  before  us  today  will 
not  solve  all  of  these  problems.  The 
answer  to  the  insurance  crisis  is  com- 
plex and  will  require  the  insurance 
companies,  trial  lawyers,  small  busi- 
ness and  municipal  leaders,  and  con- 
sumer groups  to  work  together  to  seek 
a  solution  satisfactory  to  all  interested 
parties.  In  the  interim,  however,  H.R. 
5225  is  a  good  short  term  solution  for 
those  who  cannot  find  insurance,  or 
who  have  to  pay  exorbitant  premiums, 
to  join  with  others  with  similar  insur- 
ance needs  and  form  risk  retention 
groups.  These  groups  can  self-insure 
themselves  at  a  relatively  low  cost,  and 
function  until  a  consensus  is  reached 
on  how  to  resolve  the  liability  crisis. 
This  legislation  is  long  overdue  and  is 
desperately  needed  by  many  who  are 
presently  operating  without  insurance, 
or  who  are  woefully  underinsured.  Ac- 
cordingly, I  urge  my  colleagues  to  sup- 
port suspending  the  rules  and  adopt- 
ing H.R.  5225,  thereby  taking  the  first 
major  legislative  step  in  resolving  the 
insurance  crisis. 


Mr.  FLORIO.  Mr.  Speaker,  I  yield  5 
minutes  to  the  chief  sponsor  of  the 
legislation,  the  gentleman  from 
Oregon  [Mr.  Wyden]. 

Mr.  WYDEN.  Mr.  Speaker,  first  of 
all,  I  want  to  commend  my  two 
friends,  the  gentleman  from  New 
Jersey  [Mr.  Florio],  and  the  gentle- 
man from  New  York  for  getting  us  to 
this  point  today.  The  gentleman  from 
New  Jersey  is,  of  course,  one  of  the 
country's  leading  consumer  advocates 
and,  in  my  view,  the  reigning  author- 
ity on  insurance  law  on  the  Elill.  I 
want  to  thank  the  gentleman  for  all 
his  help  in  getting  us  here.  The  gentle- 
man and  his  staff  have  an  enormously 
busy  schedule,  and  they  made  a  great 
deal  of  time  available  to  hammer  this, 
legislation  out.  I  want  to  thank  the 
gentleman  at  this  time. 

I  want  to  also  thank  the  gentleman 
from  New  York,  who  I  have  worked 
with  so  often  on  the  Commerce  Com- 
mittee. I  do  not  think  anyone  has  an 
ability  to  help  us  on  the  Commerce 
Committee  bring  together  a  consensus 
so  we  can  pass  a  piece  of  legislation 
better  than  the  gentleman  from  New 
York.  I  just  want  to  tell  the  gentleman 
it  is  always  a  pleasure  to  work  with 
him. 

Mr.  Speaker,  when  this  session  began, 
every  Member  of  this  body  got  an  avalanche 
of  letters,  calls,  questions,  and  concerns 
about  the  high  cost  of  liability  insurance.  And 
it  realty  hasn't  let  up  for  a  minute.  Here  we 
are  in  the  last  days  of  the  session,  and  the  bill 
before  us  is  the  one  bill  we've  got  that  can 
help  consumers  fight  high  insurance  costs — 
and  still  get  signed  by  the  President  before 
this  session  comes  to  an  end. 

It's  self-help  measure  that  will  give  some 
bargaining  power  to  the  day-care  centers, 
nurse-midwives,  truckers,  restaurants,  small 
txjsinesses,  and  other  insurarK^  consumers. 
The  Federal  role  remains  limited  in  this  bill.  It 
doesn't  repeal  the  McCarran-Ferguson  Act.  It 
doesn't  create  any  new  bureaucracies,  and  it 
won't  cost  Vne  Federal  Govemment  anything. 

Groups  tt^t  are  pnced  out  of  tf>e  current 
market  woukj  benefit  from  this  act  in  two  im- 
portant ways.  First,  this  legislation  vrauM  give 
a  group  sfiaring  similar  risks  the  opportunity  to 
set  up  their  own  insurance  cooperative.  This 
cooperative  wouM  be  chartered  in  one  State 
and  be  able  to  operate  nationwkje  under  one 
set  of  rules.  Because  the  establishment  of  an 
insurance  cooperative  is  t>eyond  ttie  ability  of 
certain  groups,  this  legislatk}n  provkjes  a 
second  optk}n.  This  second  option  would 
allow  a  group  of  insurance  consumers  with 
similar  risks  to  pool  ttieir  buying  power  and 
form  a  purchasing  group  ttiat  could  find  group 
coverage  with  a  traditional  insurance  compa- 
ny. Both  of  these  optk>ns  would  give  insur- 
ance consumers  greater  leverage  in  the  mar- 
ketplace. 

There  has  been  some  discusson  about 
whether  this  legislation  sufficiently  protects 
consumers.  In  fact.  State  insurance  commis- 
sior>ers  will  have  more  tools  to  protect  corv 
sumers  in  a  risk  retention  group  under  this  bill 
than  they  do  under  more  traditional  forms  of 
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insurance.  These  consumer  protection  meas- 
ures are  not  meant  to  be  used  arbitrarily  to 
frustrate  ttw  formation  and  operation  of  risk 
retention  and  purchasing  groups.  Under  these 
provisions,  a  State  should  t)e  able  to  protect 
the  public  wittKXJt  unduly  hindering  the  oper- 
ation of  ttiese  groups. 

Under  this  legislation,  State  Insurance  com- 
missioners may  go  into  a  Federal  court  to 
enjoin  any  risk  retention  group  from  selling  in- 
surance if  it  is  including  ineligible  parties,  or  is 
in  danger  of  becoming  insolvent.  A  commis- 
sioner may  seek  a  nationwide  order  to  shut 
down  a  group  ttuit  shoukj  not  be  selling  insur- 
ance. A  commissioner  could  not  do  this  to  an 
insolvent  traditional  insurance  company. 

Also,  ttiese  groups  must  file  annual  financial 
and  k>ss  reserve  statements  verified  by  out- 
side accountants  and  actuaries.  They  must  file 
these  reports  In  the  chartering  State  and  send 
copies  to  any  State  In  which  the  group  Is 
doing  business.  Only  a  handful  of  States  re- 
quire this  third  party  verification  of  financial  re- 
ports for  traditksnal  insurance  firms. 

In  order  to  be  chartered  in  any  State,  a  risk 
retention  group  will  have  to  file  a  plan  of  oper- 
ations in  that  State.  In  addition,  the  group 
must  also  send  a  copy  of  that  plan  of  ofier- 
ations  to  any  State  in  \«hich  it  will  do  busi- 
ness. 

State  commissioners  can  require  these 
groups  to  partrcipate  in  assigned  risk  pools, 
and  to  comply  with  State  laws  regarding  de- 
ceptive, false,  or  fraudulent  acts  and  prac- 
tices. 

This  legislation  provides  that  only  persons 
who  are  members  of  the  risk-retention  group 
may  have  an  ownership  interest  in  the  group. 
Alternatively,  an  organization  comprised  of  in- 
sureds may  be  the  sole  member  and  owner  of 
the  risk-retention  group.  This  type  of  indirect 
member  ownership  Is  found  in  presently  oper- 
ating risk-retention  groups,  and  future  groups 
may  chose  to  form  along  tf)e  same  lines.  The 
intent  of  this  sectkjn  is  to  ensure  that  owner- 
ship is  ck)sely  tied  to  the  members  sen/ed 
rather  than  to  outskje  Interests. 

For  purchasing  groups  that  offer  group  poli- 
cies for  their  memt)ers  through  a  conventional 
insurance  company,  this  legislation  also  re- 
quires tfiat  the  groups  be  domiciled  in  the 
United  States.  In  addition,  the  bill  requires  that 
purchasing  groups  rrotity  tfie  InsurarKe  com- 
missioner in  any  State  in  which  they  intend  to 
do  business.  This  notificatkjn  must  include 
certain  information  about  the  group  and  its  in- 
surer. Purchasing  groups  must  also  designate 
the  insurance  commissioner  as  the  agent  for 
service  of  legal  process. 

This  legislation  is  no  cure-all,  but  it's  a 
strong  step  in  the  right  direction.  Similar  legis- 
latkxi  has  already  passed  the  Senate  by  an 
overwfielming  margin.  Tfie  administration  has 
indicated  that  it  is  in  favor  of  risk-retention  leg- 
islation. The  White  House  Small  Business 
Conference  called  on  Congress  to  pass  H.R. 
5225.  Our  constituents  have  demanded  that 
Congress  act.  Let's  go  home  with  something 
consumers  can  do  to  fight  the  high  cost  of  li- 
ability Insurance.  This  bill  is  it. 

I  thank  my  colleagxies  again,  particu- 
larly the  gentleman  from  New  Jersey 
and  the  gentleman  from  New  York, 
for  getting  ••"  to  this  point. 


Mr.  FLORIO.  Mr.  Speaker,  I  yield  3 
minutes  to  the  gentleman  from  New 
York  [Mr.  LaFalce]. 

Mr.  LaFALCE.  Mr.  Speaker,  first  I 
would  like  to  conmiend  the  gentleman 
from  New  Jersey  for  the  great  leader- 
ship the  gentleman  has  shown  on  this 
bill  and  on  the  entire  issue  of  liability 
insurance. 

I  think  today's  bill  is  a  very  good 
one,  a  very  necessary  one.  In  a  sense,  it 
is  an  expansion  on  the  Product  Liabil- 
ity Risk  Retention  Act  of  1981.  That 
was  an  initiative  authored  by  the 
chairman  of  the  subcommittee,  the 
gentleman  from  New  Jersey.  It  is  one 
bill  that  is  very  close  to  the  bill  that  I 
originally  introduced  in  1978  dealing 
with  the  subject  of  product  liability 
risk  retention. 

While  today's  bill  is  a  very  good  one. 
I  want  to  urge  my  colleagues  not  to 
rest  on  their  laurels  in  passing  today's 
legislation.  It  is  necessary,  it  is  a  Band- 
aid,  but  it  is  not  adequate  to  meet  the 
appropriate  Federal  responsibility  in 
dealing  with  the  entire  subject  of  the 
liability  insurance  crisis. 

I  do  not  think  that  we  need  much 
greater  scrutiny  of  the  insurance.  I  do 
think  we  need  much  greater  data  from 
the  insurance  industry  in  a  central 
place  within  the  Federal  Government 
where  it  can  be  meaningful,  relevant 
and  useful. 

I  do  think  that  appropriate  regula- 
tion of  the  insurance  industry  in  some 
instances  is  beyond  the  capacity  of  the 
individual  States.  I  do  think  that  we 
should  be  examining  the  appropriate 
role  for  other  financial  institutions  in 
the  subject  of  insurance,  even  if  it  is 
limited  lines  of  insurance  such  as  com- 
mercial lines  as  opposed  to  personal; 
even  if  it  is  reinsurance;  as  opposed  to 
primary  insurance. 

We  surely  should  be  giving  much 
closer  scrutiny  than  we  have  to  the 
whole  subject  of  McCarran-Ferguson. 
We  have  had  two  Presidential  commis- 
sions that  have  reviewed  this  subject, 
and  both  have  said  that  McCarran- 
Ferguson  is  in  need  of  considerable 
modification,  if  not  repeal. 
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I  also  believed  that  we  probably 
should  at  some  point  in  time,  I  am  not 
suggesting  that  we  ever  will;  certainly 
not  in  this  Congress,  have  some  Feder- 
al insurance  commission  because  in- 
surance is  such  an  integral  part  of  ev- 
eryday life,  of  national  life,  of  interna- 
tional life.  It  is  beyond  the  capacity  of 
the  States. 

I  do  not  leave  out  either  the  appro- 
priate type  of  tort  reform.  Not  the 
type  of  tort  reform  being  advocated  by 
the  Reagan  administration;  not  the 
type  of  tort  reform  being  advocated  by 
the  insurance  industry,  but  a  type  of 
tort  reform  that  recognizes  that  there 
are  certain  issues  that  are  national  or 
international  in  scope,  that  require 
uniformity,  predictability,  and  certain- 


ty and  for  which  there,  perhaps, 
should  be  balanced  Federal  legislation. 
Until  we  get  to  that  point  in  time, 
today's  legislation  Is  the  only  legisla- 
tion we  can  pass.  It  is  an  excellent  bill; 
all  should  support  it. 

Mr.  DAUB.  Mr.  Speaker,  the  risk-retention 
legislatk>n  before  us  today  Is  an  Important  first 
step  in  dealing  with  the  liability  insurance 
crisis.  I  commend  the  authors  of  this  legisla- 
tion and  the  members  of  the  Committee  on 
Energy  and  Commerce  for  reporting  the  bill. 

To  be  sure,  the  expansion  of  risk-retention 
groups  and  purchasing  groups  will  provide  for 
more  affordable  insurarrce  in  the  short  term. 
Nonetheless,  the  long-term  trends  In  terms  of 
the  cost  of  our  tort  system  will  continue  to 
threaten  the  viability  of  these  groups  just  as  it 
will  continue  to  raise  the  cost  of  all  commer- 
cial liability  coverages.  We  must  recognize 
that  while  important,  risk-retentk)n  legislation 
is  not  a  simple  solution  to  the  complicated  li- 
ability Insurance  availability  and  affordabllity 
problem. 

While  the  first  risk-retention  legislation,  the 
Product  Liability  Risk  Retention  Act  of  1981, 
has  had  a  positive  effect  In  some  cases,  it 
certainly  has  not  slowed  growing  national  con- 
cern atJout  the  dramatic  increases  in  the  cost 
of  product  liability  coverage  Rather,  increas- 
ing caseloads  and  expanding  concepts  of  tort 
liability  continue  to  exert  pressure  on  the  cost 
of  the  tort  system  in  this  area.  For  instance, 
between  1974  and  1985,  product  liability 
cases  filed  in  Federal  district  courts  Increased 
from  1,579  to  13,544— a  758-percent  In- 
crease. 

The  long-term  solution  to  this  liability  insur- 
ance crisis  will  have  to  include  significant  tort 
reforms  in  the  product  liability  and  other  liabil- 
ity areas.  During  the  100th  Congress,  I  hope 
that  this  body  will  make  a  concerted  effort  to 
establish  necessary  Federal  tort  reforms  and 
to  work  with  ttie  States  in  providing  some 
minimal  safeguards  to  make  the  tort  system 
more  effrcient. 

I  would  also  like  to  note  that  the  committee 
included  In  this  risk-retentkjn  legislation,  cer- 
tain Important  reporting  requirements  such 
that  States  can  properly  review  the  financial 
condition  of  risk-retention  groups.  Nothing  can 
be  more  important  In  this  process  of  exempt- 
ing certain  groups  from  State  regulatron,  than 
mandatory  reporting  requirements  which  will 
help  Insure  the  financial  stability  of  these 
groups.  I  would  thus  urge  the  committee  to 
regularty  conduct  oversight  hearings  with  re- 
spect to  this  issue  to  make  sure  that  States 
have  adequate  Information  to  protect  the  In- 
terests of  the  participants  in  those  groups. 

Mr.  MILLER  of  California.  Mr.  Speaker, 
today  I  rise  in  support  of  H.R  5225,  the  Uabil- 
Ity  Risk  Retentk>n  Act  of  1986,  which  amends 
the  Product  Liability  Act  to  allow  businesses 
and  individuals  to  form  groups  in  order  to  fa- 
cilitate purchase  of  liability  insurance. 
This  is  a  necessary  and  timely  bill. 
Last  year,  the  Select  Committee  on  Chil- 
dren, Youth,  and  Families,  which  I  am  privi- 
leged to  chair,  held  hearings  to  investigate  the 
crisis  in  availability  and  affordabllity  of  Insur- 
ance for  child  care  providers.  Since  it  began 
last  summer,  this  crisis  has  grown,  extending 
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the  foster  care,  schools,  Head  Start  Programs, 
and  well-established,  youth-serving  agencies. 

The  burdens  placed  on  these  agencies 
have  been  unacceptable. 

In  June,  at  a  California  hearing,  chaired  by 
the  State  insurance  commissioner,  it  was 
learned  that  until  recently,  32  YMCA's  in 
Orange  County  paid,  altogether,  $2,800  for  li- 
ability coverage.  Now,  with  lower  claims  limits, 
they  must  pay  more  than  $80,000.  What  couW 
justify  such  an  outrageous  increase? 

According  to  the  California  Insurance  for 
Child  Care  Project,  374,000  California  young- 
sters are  in  child  care  facilities,  including 
family  day  care  homes.  The  mayor  of  Los  An- 
geles, Tom  Bradley,  estimated  in  June  that  70 
percent  of  these  were  going  without  insurance 
because  rates  are  so  high. 

We  need  a  better  approach. 

The  voluntary  market  assistance  plan  in 
California,  Cal  Care,  cleariy  isn't  working.  The 
Los  Angeles  Times  reported  that  of  473  appli- 
cants, out  of  the  thousands  without  insurance, 
only  84  policies  had  actually  been  written 
under  the  plan  as  of  June  1986,  because 
many  child  care  providers  still  cannot  afford 
the  rates  being  offered. 

As  alarming  is  the  ksss  of  liability  insurance 
for  foster  care  parents,  who  are  often  the  last 
resort  for  chikJren  abused,  neglected,  or 
thrown  away.  The  situation  t>ecame  so  severe 
in  California  that  foster  care  parents  statewide 
went  on  strike,  refusing  to  accept  any  more 
children  until  the  State  provided  assistance 
with  liability  insurance. 

In  my  own  district  of  Contra  Costa  County, 
there  are  cun-ently  only  450  foster  homes  for 
850  children.  The  county  is  concerned  about 
the  effect  that  the  rising  cost  of  liability  insur- 
ance is  having  on  the  supply  of  foster  care 
homes.  According  to  the  director  of  the 
county  social  services  department,  more 
foster  parents  are  being  lost  by  the  county 
each  year  than  are  being  gained.  The  county 
was  able  to  pay  for  coverage  for  foster  par- 
ents before  the  cost  became  so  prohibitive. 

In  addition,  it  has  been  estimated  that  half 
of  the  2,000  family  day  care  providers  in 
Contra  Costa  County  are  operating  without  in- 
surance, and  forcing  parents  to  sign  waivers 
of  provider  liability. 

According  to  the  Diablo  Valley  Day  Care 
Providers  Association,  35  family  day  care  pro- 
viders have  shut  down  strictly  because  they 
couldn't  afford  the  insurance. 

During  the  past  year,  the  Children's  Founda- 
tion and  the  National  Association  for  the  Edu- 
cation of  Young  Children  released  their  own 
surveys  of  child  care  centers  and  family  day 
care  homes  nationwide.  Similar  to  the  findings 
of  the  select  committee,  they  concluded  that 
there  is  no  actuarial  basis  for  the  cancella- 
tions or  increases  in  premiums. 

H.R.  5225  is  a  responsible,  important  action 
that  Congress  can  take  to  alleviate  soote  of 
the  crisis,  and  I  urge  my  colleagues  to  support 
it 

But  we  will  need  to  continue  our  efforts  on 
all  fronts.  We  look  to  the  States,  which  have 
the  authority  to  regulate  the  insurance  indus- 
try, for  a  responsible  solution  to  this  growing 
problem.  We  also  await  a  responsible,  volun- 
tary response  from  the  insurance  industry 
itself.  But  time  is  running  out. 
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There  have  been  a  few  noteworthy  attempts 
to  solve  the  availability  problem,  but  wtien  K 
comes  to  cost,  we've  been  told  to  wait  and 

American  families,  wtio  depend  on  child 
care  to  go  to  work,  to  finish  school,  or  to  re- 
lieve daily  stress,  cannot  wait  another  2  or  3 
years  for  the  historical  cycle  in  the  insurance 
industry  to  correct  itself.  They  need  dependa- 
ble and  safe  child  care  now.  Foster  care  chil- 
dren should  be  guaranteed  a  safe  and  secure 
place  to  live. 

The  bill  we  are  voting  on  today  will  address 
this  crisis  by  enabling  child  care  centers, 
family  day  care  homes,  foster  parents,  and 
other  agencies  which  provide  services  to  chil- 
dren and  families  to  join  together  to  purchase 
liability  insurance  on  a  group  basis.  Without 
this  legislation,  many  States  will  continue  to 
preclude  these  essential  children-serving  or- 
ganizations from  forming  self-insurance  coop- 
eratives at  all,  and  the  insurance  they  need  to 
protect  the  families  they  serve  will  remain  out 
of  their  reach. 

Mr.  PICKLE.  Mr.  Speaker.  I  rise  today  in 
support  of  H.R.  5225,  the  Liability  Risk  Reten- 
tion Act  of  1986. 

This  legislation  would  expand  the  Product 
LiatMlity  Risk  Retention  Act  of  1981  to  make  it 
easier  for  people  who  are  unable  to  get  gen- 
eral liability  insurance  at  a  reasonable  price  to 
group  together  to  obtain  this  insurance  cover- 
age. Thus,  the  bill  would  help  businesses,  pro- 
fessionals, associations.  State  and  local  gov- 
ernments, and  other  organizations  to  form 
purchasir)g  groups  and  self-insurance  coop- 
eratives for  general  liability  coverage. 

As  chairman  of  the  Subcommittee  on  Over- 
sight of  the  Committee  on  Ways  and  Means,  I 
conducted  4  days  of  hearings  this  past  March 
on  the  liability  insurance  crisis. 

I  do  not  think  that  I  exaggerate  that  those 
hearings  are  the  most  comprehensive  ories 
held  in  this  Congress.  I  concluded  that  the 
current  insurance  situation  is  in  a  crisis  state 
and  can  only  be  solved  through  a  four- 
pronged  approach. 

Any  solutk>n  must  include  consideration  of: 
First,  some  minimum  Federal  rules,  such  as 
expanding  self-insurance;  second,  tighter 
State  administrative  and  regulatory  rules  to 
ensure  that  consumers'  concerns  in  the  vari- 
ous States  are  addressed;  third,  a  responsive 
insurance  industry,  including  full  disclosure  of 
insurance  profits,  losses,  and  pricing  strate- 
gies, as  well  as  fourth,  changes  in  ihe  tort  law 
and  judicial  process.  We  will  only  make  head- 
way with  the  insurance  crisis  when  the  Feder- 
al Government,  the  States,  the  insurance  in- 
dustry, and  the  lawyers  and  judges  participate 
in  a  four-pronged  solution.  JurisdictK>n  should 
still  be  retained  by  the  States. 

I  applaud  my  colleagues'  efforts  in  provkJir)g 
a  comprehensive  solutnn  In  the  area  of  self- 
insurance.  While  an  important  step  forward, 
tfiere  is  much  work  that  remains  urvJone.  I 
urge  each  Member  to  vote  in  favor  of  tt>e  leg- 
islation before  us.  And  let  us  continue  to  work 
together  to  further  resolve  the  liability  insur- 
ance crisis  all  Americans  face  today. 

Mr.  FLORIO.  Mr.  Speaker,  I  yield 
back  the  balance  of  my  time. 

Mr.  WHITTAKER.  Mr.  Speaker.  I 
yield  back  the  balance  of  my  time. 


The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  N?w  Jersey  [Mr. 
Florid]  that  the  House  suspend  the 
rules  and  pass  the  bill.  H.R.  5225.  as 
amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill, 
as  amended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 

Mr.  PLORIO.  Mr.  Speaker.  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Energy  and  Commerce  be  dis- 
charged from  further  consideration  of 
the  Senate  bill  (S.  2129)  to  facQitate 
the  ability  of  organizations  to  estab- 
lish risk  retention  groups,  to  facilitate 
the  ability  of  such  organizations  to 
purchase  liability  insurance  on  a 
group  basis,  and  for  other  purposes, 
and  ask  for  its  immediate  consider- 
ation. 

The  Clerk  read  the  title  of  the 
Senate  bill. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  Jersey? 

There  was  no  objection. 

The  Clerk  read  the  Senate  bill,  as 
follows: 

S.  2129 

Be  it  enacted  by  the  Senate  and  House  of 
Represenatativea  of  the  United  States  of 
America  in  Congress  assembled.  That  this 
Act  may  be  cited  as  the  "Risk  Retention 
Amendments  of  1986". 

Sec.  2.  Section  1  of  the  Product  Laabllity 
Risk  Retention  Act  of  1981  (hereinafter  re- 
ferred to  as  "the  Act")  (15  U.S.C.  3901,  note) 
is  amended— 

( 1 )  by  strildng  "Product":  and 

(2)  by  striking  "1981"  and  inserting  in  Ueu 
thereof  "1986". 

Sec.  3.  (a)  Section  2(a)  of  the  Act  (IS 
U.S.C.  3901(a))  is  amended— 

(1)  by  amending  paragraph  (1)  to  read  as 
follows: 

"(1)  'financially  impaired'  means  that  a 
risk  retention  group  does  not  meet  the  mini- 
mum capital  or  surplus  requirements,  or 
t>oth,  of  the  State  in  which  such  group  Is 
chartered,  or  that  such  group  has  Incurred 
losses  that  will  deplete  all  or  substantially 
all  of  its  capital  or  surplus,  or  l>oth.  unless 
there  is  a  reasonable  prospect  for  replenish- 
ment of  such  capital  or  surplus,  or  both;"; 

(2)  by  striking  paragraph  (3).  and  by  re- 
designating paragraph  (2)  as  paragraph  (3): 

(3)  by  Inserting  Immediately  after  para- 
graph (1).  as  amended  by  paragraph  (1)  of 
this  subsection,  the  following: 

"(2)  'hazardous  financial  condition'  means 
a  risk  retention  group  that  is  not  able  or 
will  not  t>e  able  to  (A)  meet  lt£  obligations  to 
its  policyholders  regarding  known  claims 
and  reasonably  estimated  expected  claims, 
or  (B)  pay  its  other  obligations  In  the 
normal  course  of  business,  and  there  Is  no 
reasonable  prospect  for  it  to  do  so:": 

(4)  by  redesignating  paragraphs  (4) 
through  (6)  as  paragraphs:  (7)  through  (9), 
respectively; 

(5)  by  inserting  after  paragraph  (3),  as  so 
redesignated,  the  following: 

"(4)  'liability  insurance'  means  insurance 
covering  an  organization's  legal  liability  for 
damages  t>ecause  of  Injuries  to  other  per- 
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sons,  damage  to  their  property,  or  other  loss 
or  damage  to  such  other  persons  arising  out 
of  its  business,  trade,  products,  services  (in- 
cluding professional  services),  premises,  or 
operations,  but  does  not  include  (A)  person- 
al risk  insurance  or  (B)  workers'  compensa- 
tion and  employers'  liability  insurance: 

"(5)  'organization'  means  any  association, 
business,  corporation  (whether  for-profit  or 
not-for-profit),  professional  corporation  or 
partnership  (including  individual  practition- 
ers with  respect  to  their  business  or  profes- 
sional activities),  church,  hospital,  school, 
university,  or  other  institution,  or  a  State  or 
local  government  (or  agency  of  such  a  gov- 
ernment): 

"(6)  'personal  risk  insurance'  means  home- 
owners, tenant,  private  passenger  non-fleet 
automobile,  mobile  home,  and  other  liability 
and  casualty  insurance  primarily  for  person- 
al, family  or  household  needs  rather  than 
for  business  or  professional  needs:": 

(6)  in  paragraph  (7),  as  so  redesignated— 

(A)  by  inserting  "any  group  of  units  of 
local  government  or  agencies  thereof,  or " 
immediately  after  "means": 

(B)  by  striking  "",  Bermuda,  or  the 
Cayman  Islands "; 

(C)  in  subparagraph  (A),  by  striking 
"Product  liability  or  completed  operations  ": 

(D)  by  redesignating  subparagraphs  (D) 
and  (E)  as  subparagraphs  (F)  and  (G).  re- 
spectively, and  by  inserting  immediately 
after  subparagraph  (C)  the  following: 

"(D)  whose  activities  do  not  include  the 
provision  of  any  insurance  except  the  insur- 
ance described  in  subparagraph  (A)  and  re- 
insurance with  respect  to  the  risks  of  its 
own  members  or  organizations  whose  busi- 
nesses are  similar  or  related  with  respect  to 
the  nature  of  their  exposure  to  the  risk  of 
liability,  as  provided  in  this  paragraph: 

'"(E)  whose  activities,  subject  to  the  limita- 
tions of  subparagraph  (B)  of  this  para- 
graph, are  permitted  to  such  a  group  by  the 
laws  of  its  domicile,  including  management, 
operations,  insurance  and  investment  activi- 
ties and  the  provision  of  loss  control  and 
claims  administration  (including  loss  control 
and  claims  administration  services  for  unin- 
sured risks  retained  by  members  of  the 
group):": 

(E)  in  subparagraph  (F),  as  so  redesignat- 
ed, by  striking  "and"; 

(F)  by  amending  subparagraph  (G),  as  so 
redesignated,  to  read  as  follows: 

"(G)  whose  members,  businesses  or  activi- 
ties are  similar  or  related  with  respect  to 
the  nature  of  their  exposure  to  the  risk  of 
liability  stemming  from  any  business,  trade, 
product,  services,  premises,  or  operations 
which  are  related,  similar,  or  common  to 
such  members:  and":  and 

(G)  by  adding  at  the  end  thereof  the  fol- 
lowing: 

"(H)  the  name  of  which  includes  the 
phrase  'Risk  Retention  Group': ":  and 

(7)  by  amending  paragraph  (8).  as  so  re- 
designated, to  read  as  follows: 

"(8)  'purchasing  group'  means  any  group 
of  persons— 

"(A)  which  has  as  one  of  its  purposes  the 
purchase  of  liability  insurance  on  a  group 
basis:  and 

"(B)  whose  meml)eri.  businesses  or  activi- 
ties are  similar  or  related  with  respect  to 
the  nature  of  their  exposure  to  the  risk  of 
liability  stemming  from  any  business,  trade, 
product,  services,  premises,  or  operations 
which  are  related,  similar,  or  common  to 
such  members:  and". 

(b)  Section  2(b)  of  the  Act  (15  U.S.C. 
3901(b))  is  amended— 

(1)  by  striking  "produce  liability  and  prod- 
uct"; and 


(2)  by  inserting  "and  personal  risk  insur- 
ance" immediately  after  "insurance"  the 
second  time  it  appears. 

(c)  Section  2  of  the  Act  (15  U.S.C.  3901)  is 
further  amended  by  adding  at  the  end 
thereof  the  following: 

"(c)  Nothing  in  this  Act  shall  be  construed 
to  exempt  a  group  authorized  under  this 
Act  from  the  policy  form  or  coverage  re- 
quirements of  any  State  no-fauit  automo- 
bile insurance  law. 

"(d)  The  authority  to  offer  or  provide  in- 
surance under  this  Act  is  limited  to  liability 
insurance.  This  Act  does  not  authorize  a 
risk  retention  group  to  provide,  or  a  pur- 
chasing group  to  purchase,  any  other  line  of 
insurance. 

"(e)  Insurance  provided  under  this  Act 
shall  not  be  construed  to  authorize  coverage 
of  punitive  damages  or  intentional,  fraudu- 
lent, or  criminal  conduct,  to  the  extent  that 
any  such  coverage  is  either  prohibited  by 
statute  or  has  been  declared  unlawful  by 
the  highest  court  of  the  State  whose  law  is 
applicable  to  a  coverage  claim.". 

Sec.  4.  (a)  Subsection  (a)(1)  (C)  and  (D) 
and  subsection  (b)  (1)  and  (2)  of  section  3  of 
the  Act  (15  U.S.C.  3902(a)(1)  (C)  and  (D) 
and  (b)  (1)  and  (2).  respectively)  are  amend- 
ed by  striking  "product  liability  or  complet- 
ed operations". 

(b)  Section  3(a)(1)(D)  of  the  Act  (15 
U.S.C.  3902(a)(1)(D))  is  amended  to  read  as 
follows: 

"(D)  submit  to  the  State  insurance  com- 
missioner of  each  State  in  which  it  is  doing 
business  a  copy  of  the  group's  annual  finan- 
cial statement  submitted  to  the  State  in 
which  the  group  is  chartered  or  licensed  as 
an  insurance  company,  which  shall  be  certi- 
fied by  an  independent  public  accountant 
and  contain  a  statement  of  opinion  on  loss 
and  loss  adjustment  expense  reserves  by  a 
person  with  the  minimum  qualifications  of 
an  associate  of  the  Casualty  Actuarial  Socie- 
ty, a  member  of  the  American  Academy  of 
Actuaries,  or  a  qualified  loss  reserve  special- 
ist:". 

(c)  Section  3(a)(1)(F)  of  the  Act  (15  U.S.C. 
3902(a)(1)(G))  is  amended— 

(1)  by  striking  "if—"  and  inserting  in  lieu 
thereof  "if": 

(2)  by  striking  (i): 

(3)  by  striking  "(ii)"; 

(4)  by  striking  "and"  the  second  time  it 
appears:  and 

(5)  by  adding  at  the  end  thereof  the  fol- 
lowing: "'any  such  examinations  shall  be  co- 
ordinated to  avoid  duplication  and  unjusti- 
fied repetition:". 

(d)  Section  3(a)(1)(G)  of  the  Act  (15 
U.S.C.  3902(a)(1)(G))  is  amended— 

(1)  by  striking  "the  conunissioner  of  the 
jurisdiction  in  which  the  group  is  chartered 
has  failed  to  initiate  such  a  proceeding  after 
notice  of"  and  inserting  in  lieu  thereof 
"there  has  been": 

(2)  by  adding  immediately  before  the 
semicolon  the  following:  ".or  comply  with  a 
lawful  order  issued  in  a  voluntary  dissolu- 
tion": and 

(3)  by  inserting  "and"  immediately  after 
the  semicolon. 

(e)  Section  3(a)(1)  of  the  Act  (15  U.S.C. 
3902(a)<l))  is  amended  by  adding  at  the  end 
thereof  the  following: 

"(H)  comply  with  an  injunction  if  such  in- 
junction was  issued  by  a  Federal  or  State 
court  of  competent  jurisdiction,  after  notice 
and  opportunity  for  a  hearing  and  the  issu- 
ance of  findings  of  fact  and  conclusions  of 
law.  upon  a  petition  by  the  State  insurance 
commissioner  alleging  that  the  group  is  in  a 
hazardous  financial  condition  or  is  finan- 
cially impaired: ". 


(f)  Section  3  of  the  Act  (15  U.S.C.  3902)  is 
amended  by  adding  at  the  end  thereof  the 
following: 

"(d)  Nothing  in  this  section  shall  be  con- 
strued to  affect  the  authority  of  any  Feder- 
al or  State  court,  upon  the  petition  of  a 
State,  to  enjoin— 

"( 1 )  the  solicitation  or  sale  of  insurance  by 
a  risk  retention  group  to  the  public  or  any 
person  who  is  not  eligible  for  membership  in 
such  group: 

"(2)  false,  deceptive  or  fraudulent  acts  or 
practices  in  the  solicitation  or  sale  of  insur- 
ance to  a  member  or  a  prospective  member 
of  a  risk  retention  group,  or  other  fraudu- 
lent conduct  by  any  such  group: 

"'(3)  the  solicitation  or  sale  of  insurance 
by.  or  the  operation  of,  a  risk  retention 
group  that  is  in  a  hazardous  financial  condi- 
tion: or 

"(4)  the  solicitation  or  sale  of  insurance 
by,  or  the  operations  of,  a  risk  retention 
group  that  within  the  previous  five  years 
has  been  found  to  have  engaged,  or  whose 
officers,  organizers  or  directors  have  been 
found  to  have  engaged,  in  knowing  and  will- 
ful false,  deceptive,  or  fraudulent  conduct  in 
violation  of  this  Act  or  any  other  law,  under 
circumstances  that  present  a  reasonable 
likelihood  that  such  violation  will  be  repeat- 
ed. 

In  any  proceeding  under  paragraph  (3)  of 
this  subsection,  all  relevant  evidence  shall 
be  admissible  to  prove  the  financial  condi- 
tion of  a  risk  retention  group. 

"(e)  Before  any  group  may  operate  as  a 
risk  retention  group  in  any  State,  such 
group  shall  furnish  to  the  insurance  com- 
missioner of  that  State  and  each  other 
State  in  which  the  group  intends  to  do  busi- 
ness a  plan  of  operation  or  feasibility  study 
which  includes  the  coverages,  deductibles, 
coverage  limits,  rates  and  rating  classifica- 
tion systems  for  each  line  or  classification 
of  liability  insurance  that  the  group  intends 
to  offer.  After  it  is  chartered  to  operate,  the 
risk  retention  group  shall  revise  such  plan 
or  study  if  it  intends  to  offer  any  additional 
lines  or  classifications  of  liability  insur- 
ance.". 

Sec.  5.  (a)  Section  4(b)  of  the  Act  (15 
U.S.C.  3903(b))  is  amended- 

(1)  in  paragraph  (1).  by  striking  "product 
liability  or  completed  operations  liability  in- 
surance, and  comprehensive  general"  and 
"which  includes  either  of  these  coverages,"; 
and 

(2)  in  paragraph  (2).  by  striking  '"product 
liability  or  completed  operations  insurance, 
and  comprehensive  general". 

(b)  Section  4(c)  of  the  Act  (15  U.S.C. 
3903(c))  is  amended  by  adding  at  the  end 
thereof  the  following:  "A  purchasing  group 
may  not  purchase  insurance  from  a  risk  re- 
tention group  that  is  not  domiciled  in  a 
State  or  from  an  insurer  not  admitted  in  the 
State  in  which  the  purchasing  group  is  lo- 
cated, unless  the  purchase  is  effected 
through  a  licensed  agent  or  broker  acting 
pursusmt  to  the  surplus  lines  laws  and  regu- 
lations of  such  State.". 

(c)  Section  4  of  the  Act  (15  U.S.C.  3903)  is 
amended  by  adding  at  the  end  thereof  the 
following: 

"(d)  Nothing  in  this  section  shall  be  con- 
strued to  affect  the  authority  of  any  Feder- 
al or  State  court,  upon  the  petition  of  a 
State,  to  enjoin— 

"(1)  the  solicitation  or  sale  of  insurance  by 
an  insurer,  agent  or  broker  to  the  public  or 
any  person  who  is  not  eligible  for  member- 
ship in  such  group: 
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"(2)  false,  deceptive  or  fraudulent  acts  or 
practices  by  an  insurer,  agent  or  broker  in 
the  solicitation  or  sale  of  insurance  to  a 
member  or  a  prospective  member  of  a  pur- 
chasing group,  or  other  fraudulent  conduct 
by  any  such  group  or  its  insurer,  agent  or 
broker; 

"(3)  the  solicitation  or  sale  of  insurance 
to,  or  the  operation  of,  a  purchasing  group 
underwritten  by  an  insurer  that  is  in  a  haz- 
ardous financial  condition;  or 

"(4)  the  solicitation  or  sale  of  insurance 
to,  or  the  operation  of,  a  purchasing  group 
underwritten  by  an  insurer  or  marketed  by 
agents  or  brokers  who  within  the  previous 
five  years  have  been  found  to  have  engaged 
in  knowing  and  willful  false,  deceptive,  or 
fraudulent  conduct  in  violation  of  this  Act 
or  any  other  law,  under  circumstances  that 
present  a  reasonable  likelihood  that  such 
violations  wiU  be  repeated.". 

Sec.  6.  The  Act  (15  U.S.C.  3901  et  seq.)  is 
amended  by  adding  at  the  end  thereof  the 
following: 

"REQUIREMEMTS  OF  CERTAIN  INSURANCE 
POLICIES 

"Sec.  6.  Any  insurance  policy  issued  by  a 
risk  retention  group  shall  state  the  follow- 
ing in  10-point  type: 

"This  policy  is  issued  by  your  risk  reten- 
tion group.  Your  risk  retention  group  may 
not  be  subject  to  all  of  the  insurance  laws 
and  regulations  of  your  State.  State  insur- 
ance insolvency  guaranty  funds  are  not 
available  for  your  risk  retention  group. 

' '  ENFORCEMENT 

"Sec.  7.  (a)  for  purposes  of  enforcing  this 
Act,  if  the  insurance  commissioner  of  any 
State  has  reason  to  believe  that  a  risk  reten- 
tion group  or  purchasing  group  has  engaged 
or  is  engaging  in  conduct  subject  to  State 
law  under  this  Act  or  in  conduct  in  violation 
of  this  Act  in  that  State,  the  commissioner 
may  make  use  of  any  of  the  powers  permit- 
ted under  the  laws  of  such  State  regarding 
insurers  admitted  to  do  business  in  that 
State,  except  that  if  a  commissioner  seeks 
an  injunction  against  a  risk  retention  group 
or  purchasing  group  because  of  conduct  in 
violation  of  section  3(d)  or  section  4(d)  of 
this  Act,  the  commissioner  shall  obtain  an 
order  for  such  injunction  from  a  Federal  or 
State  court  of  competent  jurisdiction. 

"(b)  Any  district  court  of  the  United 
States  may  issue  an  order  enjoining  a  risk 
retention  group  from  soliciting  or  selling  in- 
surance, or  from  operating,  in  any  State  or 
in  all  States  upon  a  finding  by  such  court 
that  such  group  is  in  a  hazardous  financial 
condition  in  accordance  with  section  3(d)(3) 
of  this  Act.  Such  order  shall  be  binding  on 
such  group,  its  officers,  agents,  servants  and 
employees,  and  upon  persons  acting  in 
active  concert  with  any  of  them  who  have 
actual  notice  of  such  order.". 

Sec.  7.  This  Act  shall  take  effect  on  the 
date  of  its  enactment,  except  that  the  provi- 
sions of  section  3(e)  of  the  Act,  as  added  by 
section  4(f)  of  this  Act,  shall  not  apply  to 
any  line  or  classification  of  liability  insur- 
ance (as  defined  in  the  Product  Liability 
Risk  Retention  Act  of  1981,  as  amended  by 
this  Act)  which  was  offered  on  the  day 
before  such  date  of  enactment  by  any  risk 
retention  group  which  has  been  chartered 
and  operating  for  at  least  three  years  before 
such  date  of  enactment. 

MOTION  OFFERED  BY  MR.  FLORIO 

Mr.  FLORIO.  Mr.  Speaker,  I  offer  a 
motion. 

The  Clerk  read  as  follows: 

Mr.  Florio  moves  to  strike  out  all  after 
the  enacting  clause  of  the  Senate  bill,  S. 


2129,  and  to  insert  in  lieu  thereof  the  provi- 
sions of  H.R.  5225  as  passed  by  the  House. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  New  Jersey  [Mr. 
Florio]. 

The  motion  was  agreed  to. 

The  Senate  bill  was  ordered  to  be 
read  a  third  time,  was  read  the  third 
time,  and  passed. 

The  title  of  the  Senate  bill  was 
amended  so  as  to  read:  "An  Act  to 
amend  the  Product  Liability  Risk  Re- 
tention Act  of  1981  to  include  coverage 
of  other  lines  of  liability  insurance, 
and  for  other  purposes." 

A  motion  to  reconsider  was  laid  on 
the  table. 

A  similar  House  bill  (H.R.  5225)  was 
laid  on  the  table. 


ASBESTOS  INFORMATION  ACT 
OF  1986 

Mr.  FLORIO.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  pass  the  bill 
(H.R.  5369)  to  require  asbestos  manu- 
facturers to  submit  information  on 
their  asbestos  products  to  the  Environ- 
mental Protection  Agency  and  to  re- 
quire owners  of  buildings  containing 
asbestos  to  inspect  the  buildings  and 
take  samples  of  asbestos  before  com- 
mencing civU  actions  relating  to  asbes- 
tos, and  for  other  purposes. 

The  Clerk  read  as  follows: 
H.R.  5369 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

SECTION  1.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "Asbestos  In- 
formation Act  of  1986". 

SEC.  2.  SUBMISSION  OF  INFORMATION  BY  MANU- 
FACTURERS. 

(a)  Requirement.— Within  90  days  after 
the  date  of  the  enactment  of  this  Act,  any 
person  who  manufactured,  processed,  or 
sold,  before  the  date  of  the  enactment  of 
this  Act,  asbestos  or  asbestos-containing  ma- 
terials for  use  in  buildings  (or  whose  corpo- 
rate predecessor  manufactured,  processed, 
or  sold  such  asbestos  or  materials)  shall 
submit  to  the  Administrator  the  formulas 
(including  mineral  and  chemical  constitu- 
ents), products  types  or  classes,  years  of 
manufacture,  and  other  identifying  charac- 
teristics of  the  asbestos  or  materials. 

(b)  Publication.— Within  180  days  after 
the  date  of  the  enactment  of  this  Act,  the 
Administrator  shall  publish  the  information 
submitted  under  subsection  (a). 

SEC.  3.  BUILDING  OWNER  REQUIREMENTS. 

(a)  Inspection  and  Preservation  of  Sam- 
ples.—Before  commencing  any  civil  action 
to  recover  costs  or  to  seek  other  relief  relat- 
ing to  the  presence,  abatement,  or  other 
management  of  asbestos  or  asbestos-con- 
taining material  in  a  building,  the  owner  of 
such  building  or  his  agent  shall— 

(1)  preserve  representative  samples  of  as- 
bestos or  asbestos-containing  materials 
present,  abated,  or  otherwise  managed  in 
the  building,  and 

(2)  Inspect  such  building  to  determine  the 
type  or  class  of  asbestos  or  asbestos-contain- 
ing material  in  the  building  and  the  year  in 
which  the  building  was  constructed  or  ren- 
ovated. 


(b)  Sample  Analysis.— A  building  owner 
may  provide  for  a  chemical  or  other  analysis 
of  any  sample  of  asbestos  or  asbestos-con- 
taining materials  taken  from  the  building 
under  subsection  (a).  Any  such  analysis 
shall  be  carried  out  by  a  laboratory  accredit- 
ed under  section  4.  The  cost  of  any  such 
analysis  may  be  taxed  as  court  costs  in  any 
civil  action  relating  to  the  presence,  abate- 
ment, or  other  management  of  asbestos  or 
asbestos-containing  materials  in  the  build- 
ing. 

(c)  Inclusion  of  Information  in  Civil 
Action.— The  information  developed  under 
subsection  (a)  and  the  results  of  any  analy- 
sis under  subsection  (b)  shall  be  attached  to 
the  complaint  in  any  civil  action  relating  to 
the  presence,  abatement,  or  other  manage- 
ment of  asbestos  or  asbestos-containing  ma- 
terials in  the  building. 

SEC.  4.  PROTOCOLS  AND  LABORATORY  ACCREDITA- 
TION BY  NATIONAL  BUREAU  OF 
STANDARDS. 

Within  180  days  after  the  date  of  the  en- 
actment of  this  Act,  the  Secretary  of  Com- 
merce, in  consultation  with  the  Administra- 
tor and  acting  through  the  National  Bureau 
of  Standards,  shall  do  each  of  the  following: 

(1)  Protocols.— Develop  and  publish  pro- 
tocols for  the  taking,  preservation,  identifi- 
cation, and  analysis  of  samples  of  asbestos- 
containing  materials. 

(2)  Laboratory  accreditation.— Develop 
an  accreditation  program  for  laboratories 
which  perform  the  analyses  of  samples  sub- 
mitted under  section  3(b).  The  accreditation 
program  shall  conform  with  the  protocol  de- 
veloped by  the  Secretary  under  paragraph 
(1)  and  shall  require  that  any  analysis 
under  section  3(b)  include  analysis  for  as- 
bestos content,  the  relative  weight  percent- 
ages of  the  other  mineral  constituents  of 
the  sample,  and  any  other  distinguishing 
characteristics  which  may  be  appropriate. 
The  Secretary  of  Commerce  shall  publish 
periodically  the  names  and  addresses  of  lab- 
oratories accredited  under  this  paragraph. 

SEC.  5.  SAVINGS  PROVISION. 

Nothing  in  this  section  affects  or  may  be 
construed  as  affecting  any  right  of  a  person 
to  seek  recovery  of  costs  or  to  seek  other 
relief  relating  to  the  presence,  abatement, 
or  other  management  of  asbestos  or  asbes- 
tos-containing materials  in  buildings. 

SEC.  «.  DEFINITIONS. 

Por  purposes  of  this  Act— 

(1)  the  term  "abatement"  means  the  re- 
moval, encapsulation,  or  enclosure  of,  or  op- 
erations and  maintenance  activities  relating 
to,  asbestos  or  asbestos-containing  materials 
in  buildings; 

(2)  the  term  "Administrator"  means  the 
Administrator  of  the  Environmental  Protec- 
tion Agency; 

(3)  the  term  "asbestos"  means— 

(A)  chrysotile,  amosite,  or  crocidolite,  or 

(B)  in  fibrous  form,  tremolite,  anthophyl- 
lite,  or  actinolite; 

(4)  the  term  "asbestos-containing  materi- 
al" means  any  material  containing  more 
than  one  percent  asbestos  by  weight; 

(5)  the  term  "building"  means  any  struc- 
ture other  than  a  residential  structure  with 
five  or  fewer  residential  units; 

(6)  the  term  "owner"  when  used  with  re- 
spect to  a  building  means  the  owner  of 
record  or  the  person  in  whose  name  any  liti- 
gation relating  to  the  presence,  abatement, 
or  other  management  of  asbestos-containing 
materials  in  such  building  is  commenced  or 
maintained,  and  does  not  mean  a  person 
whose  ownership  interest  is  limited  to  the 
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holding  of  a  mortgage  or  other  note  with  re- 
spect to  such  building:  and 

(7)  the  term  "protocol"  means  the  proce- 
dure developed  by  the  Secretary  of  Com- 
merce for  taking,  handling,  preserving,  and 
identifying  samples  of  asbestos-containing 
materials  and  for  testing  and  analyzing  such 
samples  to  determine  their  principal  miner- 
al constituents. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  New  Jersey 
(Mr.  Plorio]  will  be  recognized  for  20 
minutes  and  the  gentleman  from 
Kansas  [Mr.  Whittaker]  will  be  rec- 
ognized for  20  minutes. 

The  Chair  recognizes  the  gentleman 
from  New  Jersey  [Mr.  Florid]. 

Mr.  FLORIO.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  the  House  is  now  con- 
sidering H.R.  5369.  the  Asbestos  Infor- 
mation Act  of  1986.  The  legislation, 
which  has  bipartisan  support,  was  or- 
dered reported  by  voice  vote  by  the 
full  Energy  and  Conunerce  Committee 
last  week. 

The  bill,  which  was  introduced  by 
the  ranking  minority  member  of  the 
full  committee.  Mr.  Lent,  and  Mr. 
Dowdy,  is  directed  at  the  problem  of 
identifying  the  manufacturers  of  as- 
bestos products  found  in  public  and 
commercial  buildings.  H.R.  5369  is  a 
greatly  improved  version  of  an  earlier 
bill,  eliminating  many  of  my  concerns. 

I  applaud  the  improvements  made 
by  Mr.  Lent,  and  Mr.  Dowdy,  al- 
though I  am  still  troubled  by  the 
burden  it  may  place  on  building 
owners.  Nevertheless,  I  intend  to  sup- 
port it.  I  urge  my  colleagues  to  do  the 
same. 

Mr.  WHITTAKER.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker.  I  rise  in  strong  support 
of  H.R.  5369.  the  Asbestos  Informa- 
tion Act  of  198C.  This  legislation  ad- 
dresses what  can  only  be  described  as 
a  history  of  wasteful  litigation  pro- 
ceedings in  asbestos  property  damage 
cases.  It  is  not  unusual  at  all  in  these 
cases  for  plaintiffs  to  sue  up  to  50  as- 
bestos manufacturers  at  one  time, 
even  though  many  of  those  manufac- 
turers may  not  have  even  produced 
the  type  of  asbestos  product  in  ques- 
tion. 

The  result  is  unnecessary  waste  of 
court  time  and  legal  fees.  H.R.  5369  at- 
tempts to  address  this  situation  in  a 
very  simple  way:  By  requiring  building 
owners  who  are  going  to  file  suit  to 
preserve  an  asbestos  sample  and  to 
provide  very  preliminary  information 
on  the  kind  of  asbestos  in  their  build- 
ings when  they  fUe  suit. 

This  information  includes  the  year 
in  which  the  building  was  built  or  ren- 
ovated as  well  as  general  information 
on  whether  the  asbestos  is  ceiling  title 
or.  for  example,  pipe  insulation.  The 
latter  kind  of  information  can  be  ob- 


tained by  simple,  visual  inspection  of 
the  asbestos  in  the  building. 

Mr.  Speaker,  this  legislation  passed 
through  the  subcommittee  and  the 
full  committee  without  opposition  or 
amendment.  The  consensus  behind 
this  legislation  reflects  the  fact  that 
both  building  owners  and  manufactur- 
ers are  ill-served  by  a  system  that  pro- 
longs the  resolution  of  a  case  while 
litigation  costs  rise  for  both  sides. 

It  has  been  estimated  that  as  much 
as  90  percent  of  the  expenditures  in 
these  cases  goes  toward  lawyers'  fees, 
expert  consultants  and  witness  fees. 
While  only  10  percent  actually  goes 
toward  compensating  building  owners. 

Finally,  it  is  also  important  to  note 
that  this  legislation  does  not  material- 
ly affect  the  rights  of  any  party  to  the 
litigation  nor  does  it  affect  State  sub- 
stantive law.  Its  only  intent  is  to  pro- 
vide essential  information  earlier  in 
the  case  so  as  to  reduce  unnecessary 
delay. 

Mr.  Speaker,  I  would  like  to  thank 
the  ranking  minority  leader,  Mr.  Lent, 
and  the  subcommittee  chairman,  Mr. 
Florio,  for  their  help  in  moving  this 
legislation  forward. 

I  urge  all  of  my  House  colleagues  to 
support  this  legislation. 

Mr.  WALKER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  WHITTAKER.  I  yield  to  the 
gentleman  from  Pennsylvania. 

Mr.  WALKER.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Speaker,  as  I  understand  the  de- 
scription of  the  bill,  I  do  not  think 
there  is  a  problem  with  it  except  I 
have  a  digest  report  that  came  out  of 
our  Republican  conference  indicating 
that  the  administration's  view  of  this 
legislation  is  that  the  cost  of  establish- 
ing the  protocols  that  are  involved  in 
it  and  developing  the  accreditation 
program  is  uncertain;  that  we  do  not 
have  any  kind  of  idea  what  those  costs 
may  be.  Their  contention  is  that  those 
costs  may  be  quite  large. 

Can  we  get  some  idea  as  to  what 
costs  we  are  talking  about  here; 
whether  this  is  money  that  is  going  to 
come  out  of  the  taxpayers'  pocket,  and 
if  so,  how  much? 

Mr.  WHITTAKER.  It  is  our  under- 
standing, I  believe  the  full  committee's 
understanding,  that  much  of  the  cost 
of  this  legislation  is  required  as  part  of 
the  Asbestos  Hazard  Emergency  Re- 
sponse Act  already.  So  we  are  not  talk- 
ing about  a  substantive,  new  amoimt 
of  money  having  to  be  expended  in 
this  c^£€ 

Mr.  WALKER.  If  the  gentleman  will 
continue  to  yield,  do  we  have  any  idea 
as  to  how  much  it  is  going  to  cost?  I 
mean  CBO  evidently  has  not  given  us 
an  estimate.  We  have  got  it  out  here 
under  suspension.  Should  we  not  at 
least  have  some  idea  as  to  what  the 
cost  is  going  to  be  if  we  are  doing  it 
this  way  and  we  have  reservations  on 


behalf  of  the  administration,  evidently 
OMB,  about  the  cost  of  the  matter? 

Mr.  WHITTAKER.  If  I  may  reclaim 
my  time.  I  would  identify  that  it  has 
been  estimated  at  approximately  $2 
million.  However,  the  majority  of  this 
cost  is,  as  I  have  reported  earlier,  al- 
ready required  and  taken  care  of  in 
the  asbestos  in  schools  legislation. 
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Mr.  WALKER.  Mr.  Speaker,  will  the 
gentleman  yield  further? 

Mr.  WHITTAKER.  Yes.  Mr.  Speak- 
er. 

Mr.  WALKER.  The  totality  of  the 
cost  of  the  bill  is  $2  million? 

Mr.  WHITTAKER.  According  to 
CBO's  estimates,  that  is  our  under- 
standing. 

Mr.  WALKER.  According  to  the  in- 
formation I  had  here,  there  was  no 
CBO  estimate  available  when  this  par- 
ticular report  was  done.  We  do  have  a 
CBO  estimate  at  the  present  time? 

Mr.  WHITTAKER.  Yes,  that  is  cor- 
rcct 

Mr.  WALKER.  It  is  $2  mUlion? 

Mr.  WHITTAKER.  That  is  our  un- 
derstanding. 

Mr.  WALKER.  Mr.  Speaker.  I  thank 
the  gentleman. 

Mr.  RUDD.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  WHITTAKER.  I  am  happy  to 
yield  to  the  gentleman  from  Arizona. 

Mr.  RUDD.  Mr.  Speaker,  according 
to  the  information  available  to  me, 
and  it  is  along  the  lines  of  what  my 
colleague  has  been  pursuing,  the  infor- 
mation I  have  is  that  it  requires  the 
manufacturers  of  asbestos  to  provide 
information  of  their  products  to  EPA 
and  then  directs  that  the  National 
Bureau  of  Standards  develop  a  proto- 
col for  analyzing  asbestos  samples  as 
provided  and  to  accredit  laboratories 
to  perform  such  testing.  That  is  going 
to  take  a  little  bit  of  money,  is  it  not? 

Mr.  WHITTAKER.  If  you  stop  and 
think  that  out,  it  is  very  much  to  the 
abestos  manufacturers'  interests  to 
have  that  information  on  file  because 
right  now  they  are  being  dragged 
through  courts  needlessly  for  litiga- 
tion, even  though  the  attorney,  the 
lawyer  bringing  suit,  knew  that  that 
manufacturer  was  probably  never  even 
liable,  but  yet  dragged  him  into  coiu-t 
and  required  him  to  sustain  those 
legral  costs. 

If  that  information  was  available,  I 
cannot  imagine  an  asbestos  manufac- 
turer not  making  that  information 
available  willingly  so  that  they  would 
not  have  to  endure  the  harassment  of 
being  included  in  a  suit  when  all  par- 
ties well  understood  they  were  never 
even  partly,  or  could  even  be  likely  re- 
sponsible when  they  do  not  even  make 
the  kind  of  asbestos  that  the  suit  is 
dealing  with. 

Under  the  current  system,  they  get 
dragged  into  it. 
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Mr.  RUDD.  I  agree  with  my  col- 
league on  all  of  that,  but  I  am  con- 
fronted with  the  dilemma  in  my  own 
State  of  Arizona.  EPA,  I  felt,  because 
of  the  faulty  examinations  that  they 
have  made  in  the  past  with  regard  to 
two  kinds  of  asbestos— one  is  crocido- 
lite,  which  is  generally  agreed  is  toxic 
and  dangerous,  but  the  kind  that  has 
been  manufactured  for  over  a  half 
century  in  Arizona,  and  which  has  a 
great  market  everywhere  has  never 
been  proven  to  be  toxic,  and  that  is 
chrysotile.  What  has  happened  is  that 
they  have  lumped  all  of  these  together 
and  I  just  have  to  make  the  point  that 
EPA  has  not  done  its  job  well  because 
they  do  not  pursue  their  investigations 
far  enough  in  order  to  alleviate  the 
difference  and  the  pain  of  wiping  out 
chrysotile  as  well  as  crocidolite. 

Mr.  FLORIO.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  WHITTAKER.  I  yield  to  the 
gentleman  from  New  Jersey. 

Mr.  FLORIO.  Mr.  Speaker,  I  think 
the  gentleman  from  Arizona  [Mr. 
RcDD]  is  concerned  with  the  original 
version  of  the  bill  that  required  much 
more  reporting  to  EPA.  That  has  been 
modified  dramatically. 

The  gentleman's  concerns  are  the 
concerns  that  others  had  as  well.  I  am 
not  sure  what  the  gentleman  was  read- 
ing from,  but  I  think,  for  the  most 
part,  it  relates  to  a  previous  version 
that  we  have  since  corrected  that 
would  have  EPA  much  more  involved 
in  the  accumulation  of  the  informa- 
tion than  is  the  case  with  the  bill  that 
is  before  us. 

Mr.  RUDD.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  WHITTAKER,  I  yield  to  the 
gentleman  from  Arizona. 

Mr.  RUDD.  Mr.  Speaker,  I  do  appre- 
ciate the  statement  of  the  gentleman 
from  New  Jersey  [Mr.  Florid]  and  the 
work  he  has  done  on  this.  I  rise  in 
order  to  try  to  bring  the  attention  of 
this  subcommittee  the  problems  that 
do  exist  that  have  not  been  alleviated 
and  that  the  EPA  has,  in  my  opinion, 
intervened  into  the  lives  and  the  wel- 
fare of  people  to  such  an  extent  that  it 
has  caused  great  and  serious  damage 
for  the  well-being  of  the  people  in  Ari- 
zona who  make  their  living  from  this. 
It  has  been  proven  time  and  .-ime 
again  that  it  has  not  really  caused  any 
toxic  damage  to  the  people  of  that 
area. 

I  thank  the  gentleman  very  much 
for  his  comments  and  I  thank  the  gen- 
tleman from  Kansas  [Mr.  Whittaker] 
for  yielding. 

Mr.  FLORIO.  Mr.  Speaker,  I  yield  4 
minutes  to  the  gentleman  from  Illinois 
[Mr.  DuRBiN]. 

Mr.  DURBIN.  Mr.  Speaker,  I  thank 
the  gentleman  from  New  Jersey  for 
yielding  to  several  questions. 

I  have  reviewed  this  legislation,  and 
I  was  curious.  On  the  requirement 
that  a  manufacturer  submit  informa- 
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tion  to  the  EPA,  I  take  it  from  the  lan- 
guage of  this  legislation,  if  it  is  passed, 
that  those  products  that  are  manufac- 
tured after  the  date  of  the  legislation 
would  not  have  to  be  reported. 

Mr.  FLORIO.  Mr.  Speaker,  if  the 
gentleman  will  yield,  the  gentleman  is 
correct. 

Mr.  DURBIN.  Why? 

Mr.  FLORIO.  That  is  the  require- 
ment that  is  contained  in  the  law. 

Mr.  DURBIN.  I  am  just  curious  as  to 
whether  we  are  making  good  policy  if, 
in  fact  we  say  that  any  future  asbes- 
tos-type product  does  not  have  to  be 
reported  to  the  EPA  if,  in  fact,  those 
that  have  been  manufactured  in  past 
years,  there  should  be  a  record  of  or 
an  analysis  of.  I  do  not  know  why  we 
draw  this  line. 

Mr.  FLORIO.  This,  of  course,  just 
deals  with  building  materials. 

Mr.  DURBIN.  Is  the  gentleman  sug- 
gesting there  might  not  be  any  new  as- 
bestos-type building  materials  manu- 
factured? 

Mr.  FLORIO.  EPA,  as  the  gentle- 
man is  aware,  is  in  the  process  of  for- 
mulating regulations  phasing  out  the 
use  of  asbestos  as  a  building  material. 

So  the  answer  is  yes. 

Mr.  DURBIN.  Could  I  ask  the  gen- 
tleman further,  is  there  any  penalty 
for  a  company  that  would  fail  to 
report  under  the  requirements  of  this 
act? 

Mr.  FLORIO.  No,  there  is  not. 

Mr.  DURBIN.  If  a  company  ignored 
the  law  that  we  pass,  there  would  be 
no  civil  or  criminal  penalty? 

Mr  FLORIO.  That  is  correct. 

Mr.  DURBIN.  Could  I  ask  the  gen- 
tleman why? 

Mr.  FLORIO.  It  was  determined 
that  this,  of  course,  is  an  effort  to  try 
to  reduce  litigation.  Most  of  these  law- 
suits entail  joining  everybody  who 
made  asbestos.  It  was  thought  that 
you  would  find  a  high  degree  of  volun- 
tary compliance  because  those  who 
produced  products  that  do  not  happen 
to  be  the  subject  of  a  particular  litiga- 
tion would  have  a  direct,  vested  inter- 
est in  submitting  their  product  as  a 
means  of  demonstrating  that  they  are 
not  appropriate  defendants  in  i>ending 
litigation. 

Therefore,  the  concept  of  the  bill,  as 
introduced  by  the  gentleman  from 
New  York  [Mr.  Lent]  and  the  gentle- 
man from  Mississippi  [Mr.  Dowdy], 
was  that  voluntary  compliance  would 
be  in  the  self-interest  of  those  you  are 
attempting  to  obtain  compliance  on. 

Mr.  DURBIN.  Do  we  not  also  have 
an  obligation  to  the  plaintiffs  in  the 
lawsuit  who  are  seeking  recovery  for 
damages  and  injuries  not  to  preclude 
them  from  the  opportunity  to  recover? 

Mr.  FLORIO.  That  is  not  a  consider- 
ation here.  The  plaintiffs  are,  almost 
uniformly,  joining  everyone  who  is 
even  remotely  involved,  so  that,  in 
fact,  the  plaintiff  files  the  lawsuit 
against  everyone. 


This  is,  in  a  way,  a  relatively  easy 
way  for  a  defendant  to  demonstrate 
that  he  is  not  an  appropriate  defend- 
ant. If  the  defendant  chooses  not  to 
comply,  he  is  then  named  anyway  and 
does  not  have  an  expeditious  way  of 
getting  himself  out  of  litigation  if  he 
should  not  have  been  made  a  part  of 
it. 

Mr.  DURBIN.  If  I  could  pursue  this 
line  of  questioning,  do  I  take  it  that 
this  legislation  applies  to  all  civil  ac- 
tions. State  and  Federal,  related  to  as- 
bestos? 

Mr.  FLORIO.  Yes. 

Mr.  DURBIN.  I  also  take  it  from  the 
language  of  section  3(a)  that  it  is  man- 
datory, requiring  before  you  commend 
a  civil  action  that  you  file  with  the 
court  samples  of  the  asbestos  material 
and  an  inspection  of  the  building? 

Mr.  FLORIO.  The  genUeman  is  cor- 
rect. 

Mr.  DURBIN.  What  is  the  penalty 
for  failure  to  file  that  mandatory 
sample  or  information? 

Mr.  FLORIO.  You  are  not  capable  of 
filing  the  lawsuit. 

Mr.  DURBIN.  I  might  suggest  to  the 
gentleman  that  there  is  a  real  problem 
then  because  section  5  of  the  savings 
provision  says:  "Nothing  in  this  sec- 
tion affects  or  may  be  construed  as  af- 
fecting any  right  of  a  person  to  seek 
recovery."  On  the  other  section,  the 
gentleman  had  made  it  mandatory 
that  a  plaintiff  file  the  sample  and  the 
inspection  report. 

I  think  the  gentleman  is  trying  to 
have  it  both  ways.  The  gentleman  is 
saying  to  the  plaintiff,  you  must  file 
this  information  under  the  law  and 
then  he  says  later  on,  your  failure  to 
file  shall  not  jeopardize  your  legal 
right  to  recovery. 

What  is  the  penalty  if  I  am  a  defend- 
ant, if  I  am  a  defendant  representing  a 
corporation  that  has  been  sued  and 
my  plaintiff  has  not  complied  with 
your  provisions  in  the  act,  has  not  pro- 
vided a  sample,  has  not  provided  a 
report?  Can  I  file  a  motion  to  dismiss 
in  any  State  or  Federal  court  based  on 
that? 

Mr.  WHITTAKER.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  DURBIN.  I  am  happy  to  yield  to 
the  gentleman  from  Kansas  on  that. 

Mr.  WHITTAKER.  Mr.  Speaker,  I 
would  like  to  clarify  that  the  intent  of 
the  legislation,  as  well  as  spoken 
through  what  we  are  attempting  to  do 
here,  is  to  just  establish  thai  it  is  the 
intent  of  Congress  that  this  informa- 
tion be  available  in  order  to  reduce  the 
litigation. 

It  is  not  in  any  way  preempting  the 
plaintiff's  right  to  go  ahead  and  pro- 
ceed with  the  suit  as  section  5,  which 
the  gentleman  had  commented  on, 
fully  states  and  assures.  To  an  extent, 
it  is  an  expression  by  the  Congress 
that  this  is  the  intent  of  the  Congress. 
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Mr.  DURBIN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  WHITTAKER.  I  yield  to  the 
gentleman  from  Illinois. 

Mr.  DURBIN.  Mr.  Speaker.  I  would 
like  to  address  both  of  my  colleagues, 
the  gentleman  from  New  Jersey  [Mr. 
Plorio]  and  the  gentleman  from 
Kansas  [Mr.  Whittakxr]. 

The  use  of  the  word  "may"  and  the 
use  of  the  word  "shall"  throughout 
this  legislation,  I  am  afraid,  is  going  to 
be  very  confusing.  The  gentleman 
from  Kansas  has  just  suggested  this  is 
voluntary.  We  would  like  to  suggest 
this  be  part  of  lawsuits,  but  I  would 
ask  him  to  then  read  section  3(c). 
which  says:  "The  information  devel- 
oped under  subsection  (a),"  which  re- 
lates to  samples  and  inspection,  "and 
the  results  of  any  analysis  under  sub- 
section (b)  shall  be  attached  to  the 
complaint  in  any  civil  action  relating 
to  the  presence,  abatement,  or  other 
management  of  asbestos  or  asbestos- 
containing  materials  in  the  building." 

Where  does  that  leave  me  as  a  plain- 
tiff in  a  lawsuit? 
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Am  I  required  to  attach  it?  If  I  am 
not  required,  why  is  the  word  "shall" 
in  It.  and  if  it  is  only  voluntary,  why  is 
not  the  word  "may"  in  there  used? 

Mr.  WHITTAKER.  The  reason  that 
it  is  written  this  way  is  to  make  cer- 
tain that  they  do  it. 

Mr.  DURBIN.  WeU.  if  that  is  the 
case.  I  would  suggest  to  the  gentleman 
that  section  5.  savings  provisions,  says 
to  me  as  a  plaintiff's  attorney  that 
there  is  no  penalty  if  you  do  not 
comply.  Your  right  to  recover  under 
any  lawsuit  is  not  affected  by  this  leg- 
islation. 

For  the  life  of  me,  I  cannot  deter- 
mine where  this  legislation  is  leading 
the  plaintiffs  and  defendants  in  these 
causes  of  action. 

I  think  it  had  a  good  intent  initially, 
but  I  am  afraid  the  use  of  the  lan- 
guage "may"  and  "shall"  throughout 
has  made  it  almost  impossible  to  en- 
force. 
Mr.  OILMAN.  Mr.  Speaker,  will  the 

gentleman  yield? 

Mr.  WHITTAKER.  I  am  happy  to 
yield  to  the  gentleman  from  New 
York. 

Mr.  OILMAN.  Mr.  Speaker,  I  rise  in 
support  of  H.R.  5369,  the  Asbestos  In- 
formation Act  of  1986.  I  commend  the 
gentleman  from  New  York,  my  friend 
and  colleague  [Mr.  Leht].  the  gentle- 
man from  New  Jersey  [Mr.  Plorio]. 
and  the  gentleman  from  Kansas  [Mr. 
WHITTAKER]  for  recognizing  the  need 
to  refine  our  ability  to  identify  the 
specific  manufacturer  or  asbestos  in 
question  in  a  lawsuit  or  legal  proceed- 
ing involving  asbestos.  This  legislation 
is  timely  and  well-conceived  and  I  urge 
my  colleagues'  support. 

The  recent  spate  of  asbestos  litiga- 
tion   has    in    many    cases,    involved 


lengthy  law  suits  hinged  on  the  diffi- 
culty of  proof.  Under  current  tort  law, 
a  plaintiff  suffering  asbestos-related 
damages  need  not  identify  the  specific 
supplier  of  the  asbestos  used  in  con- 
struction because  such  information  is 
generally  deemed  to  be  unavailable  or 
too  difficult  to  obtain.  If  the  defend- 
ants cannot  prove  that  they  did  not  or 
could  not  have  provided  the  asbestos 
in  question,  they  may  be  held  liable, 
either  individually,  or  jointly,  for  the 
full  damages  suffered.  Indeed  plain- 
tiffs commonly  sue  as  many  as  50  as- 
bestos manufacturers  at  one  time. 

H.R.  5369  addresses  this  problem  by 
requiring  building  owners  who  decide 
to  sue  asbestos  manufacturers  to 
submit  certain  preliminary  informa- 
tion to  the  court  regarding  the  type  of 
asbestos  involved  and  the  age  of  the 
building.  It  is  hoped  that  these  provi- 
sions will  narrow  the  field  of  possible 
defendants  in  a  case  by  eliminating 
those  manufacturers  who  did  not 
produce  the  class  of  asbestos  in  ques- 
tion. This  measure  additionally  re- 
quires manufacturers,  processors,  or 
sellers  of  asbestos  products  to  submit 
to  EPA  the  formulas,  product  types  or 
classes,  years  of  manxifacture  and  the 
identifying  characteristics  of  their 
products  within  90  days  of  enactment. 
I  am  pleased  that  in  this  measure  we 
have  been  able  to  address  the  concerns 
of  both  the  manufacturers  and  victims 
of  asbestos  and  urge  my  colleagues  to 
adopt  H.R.  5369,  the  Asbestos  Infor- 
mation Act  of  1986. 

Mr.  WHITTAKER.  Mr.  Speaker,  we 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  our  time. 

Mr.  PLORIO.  Mr.  Speaker,  I  yield 
back  the  balance  of  my  time. 

The  SPEAKER   pro  tempore  (Mr. 
KosTUAYER).  The  question  is  on  the 
motion  offered  by  the  gentleman  from 
New   Jersey    [Mr.   Plorio]    that   the 
House  suspend  the  rules  and  pass  the 
bill.  H.R.  5369. 
The  question  was  taken. 
Mr.  DURBIN.  Mr.  Speaker,  on  that  I 
demand  the  yeas  and  nays. 
The  yeas  and  nays  were  refused. 
Mr.  DURBIN.  Mr.  Speaker.  I  object 
to  the   vote   on   the   ground  that  a 
quorum  is  not  present  and  make  the 
p>oint  of  order  that  a  quorum  is  not 
present. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  clause  5.  rule  I.  and  the  Chair's 
prior  armouncement.  further  proceed- 
ings on  this  motion  will  be  postponed. 
The  point  of  no  quorum  is  consid- 
ered withdrawn. 


DEPENSE  PRODUCTION  ACT 
AMENDMENTS  OP  1986 
Mr.  LaPALCE.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  pass  the  bill 
(H.R.  5480)  to  extend  the  expiration 
date  of  the  Defense  Production  Act  of 
1950  and  to  authorize  appropriations 
for  purposes  of  such  Act.  as  amended. 


The  Clerk  read  as  follows: 
H.R.  5480 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

SECTION  I.  SHORT  TTTLE. 

This  Act  may  be  cited  as  the  "Defense 
Produciton  Act  Amendments  of  1986". 

SEC.  2.  EXTENSION  OF  THE  DEFENSE  PRODUaTON 
ACT  OF  1950. 

The  first  sentence  of  section  7n(a)  of  the 
Defense  Production  Act  of  1950  (50  UJS.C. 
App.  2166(a))  is  amended  by  striking  out 
"September  30,  1986"  and  inserting  in  lieu 
thereof  "September  30, 1989". 

SEC.  3.  AUTHORIZATION  OF  APPROPRIATIONS. 

Section  7il(a)(4)  of  the  Defense  Produc- 
tion Act  of  1950  (50  U.S.C.  App.  2161(a)(4)) 
is  amended  to  read  as  follows: 

"(4)(A)  There  are  authorized  to  be  appro- 
priated for  fiscal  years  1987.  1988.  and  1989 
not  to  exceed  $150,000,000  to  carry  out  the 
provisions  of  section  303,  except  that  not 
more  than  $30,000,000  is  authorized  to  be 
appropriated  for  fiscal  year  1987. 

"(B)  The  aggregate  amount  of  loans,  guar- 
antees, purchase  agreements,  and  other  ac- 
tions under  sections  301.  302,  and  303  during 
fiscal  years  1987.  1988.  and  1989  may  not 
exceed  $150,000,000.". 

SEC.  4.  OFFSETS  REPORTING  REQUIREMENT. 

Section  309  of  the  Defense  Production  Act 
of  1950  (50  U.S.C.  App.  2099)  is  amended— 

(1)  by  striking  out  "Sec.  309."  and  insert- 
ing in  lieu  thereof  "Sec.  309.  (a)  Report  Re- 
quired.—"; 

(2)  in  the  first  sentence,  by  inserting  "de- 
tailed" before  "report";  and 

(3)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection: 

"(b)  Interagemcy  Studies.— 
"(1)  In  GENERAL.— Each  report  under  sub- 
section (a)  shall  be  based  on  requisite  inter- 
agency  studies   designed   to   progressively 
capture— 

"(A)  the  long-term  as  well  as  the  short- 
term  effects  of  offsets  (with  particular  at- 
tention to  the  effects  resulting  from  tech- 
nology transfer  associated  with  offset  agree- 
ments); and 

"(B)  the  direct  and  indirect  effects  of  off- 
sets on  lower  tier  defense  subcontractors 
and  on  nondefense  industry  sectors  which 
may  be  adversely  affected  by  offsets. 

"(2)  Contents  of  reports.— Each  report 
under  subsection  (a)  shall  contain  an  appro- 
priate summary  of— 

"(A)  the  scope  of  the  interagency  studies 
conducted  under  paragraph  (1);  and 

"(B)  the  findings  and  conclusions  of  the 
agencies  Involved  in  the  interagency  studies 
(including  any  differences  in  the  conclu- 
sions drawn  by  such  agencies).". 

The  SPEAKER  pro  tempore.  Is  a 
second  demanded? 

Mr.  SHUMWAY.  Mr.  Speaker,  I 
demand  a  second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 

The  gentleman  from  New  York  [Mr. 
LaPalce)  will  be  recognized  for  20 
minutes  and  the  gentleman  from  Cali- 
fornia [Mr.  Shumway]  will  be  recog- 
nized for  20  minutes. 

The  Chair  recognizes  the  gentleman 
from  New  York  [Mr.  LaPaice]. 

Mr.  LaPALCE.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 
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Mr.  Speaker,  H.R.  5480,  as  amended, 
would  extend  the  authorities  (»n- 
tained  within  the  Defense  Production 
Act  of  1950  for  3  years,  until  Septem- 
ber 30,  1989.  The  act  is  now  scheduled 
to  expire  at  the  end  of  this  month. 

This  act  is  critical  to  our  national  se- 
curity, as  it  provides  the  sole  legal  au- 
thority for  a  number  of  essential  pro- 
grams designed  to  convert  our  i>eace- 
time  economy  into  one  which  can  sup- 
port an  intense  national  defense 
effort.  For  over  30  years,  the  Defense 
Production  Act  has  enjoyed  broad  bi- 
partisan support.  Every  administration 
and  Congress  since  1950  has  recog- 
nized the  necessity  for  legislation  that 
enables  the  United  States  to  maintain 
an  adequate  level  of  industrial  pre- 
paredness and  mobilization  capability. 
Once  again,  we  are  moving  forward  in 
a  spirit  of  cooperation  and  bipartisan 
consensus  to  ensure  the  reauthoriza- 
tion of  this  important  legislation. 

Title  I  of  the  DPA  contains  the  au- 
thorities which  the  Department  of  De- 
fense and  other  agencies  utilize  on  a 
day-to-day  basis  to  ensure  priority  per- 
formance of  defense  contracts  and  to 
implement  programs  to  maintain  the 
mobilization  readiness  of  our  industri- 
al and  material  resources.  In  the  ab- 
sence of  title  I,  delivery  delays  would 
develop,  costs  would  escalate,  and 
si'.pply  reliability  would  diminish.  This 
legislation  enables  our  government  to 
keep  the  procurement,  production, 
and  deployment  of  national  defense 
weapons  systems  on  schedule.  Title  III 
of  the  act  contains  the  authorities, 
and  provides  financial  incentives,  for 
expansion  of  domestic  productive  ca- 
pacity and  supply  of  materials  neces- 
sary for  the  national  defense. 

The  concept  of  a  defense  industrial 
base  that  is  distinct  from  the  broader 
industrial  base  is  obsolete.  Defense 
production  includes  a  range  of  activi- 
ties from  the  assembly  of  major  weap- 
ons systems  to  the  supply  of  small 
parts  to  the  machining  of  already 
made  parts.  Our  defense  industrial 
base  now  consists  of  25,000  to  30,000 
prime  contractors  and  50,000  second 
and  third  tier  contractors.  But,  the 
elements  which  comprise  our  defense 
industrial  base  are  complex  and  often 
changing.  Firms  continually  leave  and 
enter  the  defense  industrial  base.  The 
amounts  and  proportions  of  resources 
that  contractors  devote  to  defense 
change  frequently. 

Thus,  the  health  of  our  defense 
sector  is  inextricably  linked  to  the 
basic  health  of  our  industries.  Defense 
production  needs  are  often  a  small 
percentage  of  overall  production  but 
they  draw  from  many  different  indus- 
tries and  demand  specialized  subpro- 
duction  processes.  Furthermore,  de- 
fense systems  are  continually  upgrad- 
ed technologically  and,  since  innova- 
tion is  developed  along  the  production 
learning  curve,  these  systems  depend 
on  continued  industrial  production. 


A  significant  portion  of  the  manu- 
facturing leadership  the  United  States 
once  enjoyed  has  left  our  shores.  In 
particular,  a  number  of  industries 
which  make  up  the  second-  and  third- 
tier  levels,  of  defense  production,  the 
subcontractor  and  supplier  levels,  have 
shrunken,  and  in  some  cases,  virtually 
disappeared.  These  are  the  companies 
that  supply  the  essential  elements, 
components,  parts,  minerals,  and  ma- 
terials to  our  prime  defense  contrac- 
tors. As  a  result,  the  ability  of  our  in- 
dustrial base  to  meet  the  challenge  of 
a  serious  mobilization  effort  is  a 
matter  of  increasing  concern.  Our 
growing  dependence  on  foreign 
sources  for  many  of  the  basic  materi- 
als, minerals,  and  processes  may  make 
our  defense  position  more  vulnerable. 
The  reliability  of  some  of  these  for- 
eign sources  cannot  be  assured. 

Clearly  we  cannot  return  to  the  to- 
tally self-sufficient  days  of  the  past. 
Yet,  the  increase  in  international  com- 
petition and  the  changing  nature  of 
U.S.  production  may  have  important 
implications  for  our  national  defense. 
Increased  outsourcing,  the  prolifera- 
tion of  international  joint  ventures, 
and  the  deterioration  of  specific  U.S. 
industries  have  strategic  as  well  as  eco- 
nomic consequences.  Agencies  respon- 
sible for  the  implementation  of  the 
DPA  should  be  closely  examining  the 
constituent  elements  of  our  industrial 
base,  their  importance  in  maintaining 
defense  preparendness,  and  the  long- 
term  outlook  for  key  sectors.  We  need 
to  have  a  clear  picture  of  what  indus- 
tries and  subsectors  are  essential  to 
our  defense  preparedness  and  how  we 
can  ensure  their  vitality  in  this  new 
international  environment. 

This  bill  would  extend  the  DPA  for  3 
years.  Despite  the  importance  of  the 
program,  the  committee  does  not  be- 
lieve that  a  longer  extension  would  be 
appropriate.  The  authorities  granted 
under  the  DPA  are  as  broad  as  they 
are  critical.  Congress  must  adequately 
oversee  how  those  broad  authorities 
are  being  applied.  The  3-year  time- 
frame will  provide  the  necessary  pro- 
gram stability  to  allow  administrators 
to  engage  in  long-term  planning,  yet 
ensure  that  the  Congress  will  closely 
monitor  program  implementation. 

The  committee  is  also  concerned 
that  excessive  delays  in  the  obligation 
of  appropriated  funds  under  this  pro- 
gram are  resulting  from  the  role 
played  by  the  Office  of  Management 
and  Budget  in  reviewing  the  merits  of 
individual  projects.  It  is  our  view  that 
that  specific  projects  recommended  by 
the  Secretary  of  Defense  and  request- 
ed by  the  I*resident  in  his  budget  and 
funded  through  the  appropriations 
process  by  the  Congress  to  further  the 
national  defense  require  only  minimal 
pnx^essing  by  the  Office  of  Manage- 
ment and  Budget. 


THE  OFTSETS  REPORTIHG  RE^UIRUfXIfT 

This  act  will  also  clarify  the  offsets 
reporting  requirement  established 
under  the  1984  amendments  to  the  De- 
fense Production  Act.  These  amend- 
ments require  that  the  executive 
branch  submit  an  annual  report  to  the 
Congress  indicating  the  types  and 
magnitudes  of  offset  agreements  en- 
gaged in  by  U.S.  companies,  and  the 
impact  of  these  agreements  on  the  de- 
fense preparedness,  industrial  com- 
petitiveness, trade  and  employment  of 
the  United  States.  The  reporting  re- 
quirement under  DPA  is  the  only 
means  we  now  have  of  determining 
how  the  increasing  denmnd  for  offsets 
is  affecting  defense  preparedness  and 
our  competitive  position. 

The  administration's  first  report  was 
issued  by  OMB  earlier  this  year.  While 
the  report  was  an  important  first  step 
toward  developing  an  information  base 
on  this  issue,  it  was  deficient  in  some 
respects.  A  subsequent  audit  per- 
formed by  GAO  indicated  that  the 
report  did  not  adequately  explore  the 
impact  of  offset  agreements  on  de- 
fense industry  subcontractors  and  on 
nondefense  industry  sectors.  These 
groups  are  commonly  acknowledged  to 
be  most  affected  by  offsets.  Nor  did 
the  report  focus  sufficiently  on  the  po- 
tential long-term  effects  of  offsets, 
particularly  as  a  result  of  technology 
transfer.  These  deficiencies  limited 
the  usefulness  of  the  report  for  policy 
analysis. 

The  clarifying  language  in  the  bill 
will  help  to  ensure  that  these  issues 
are  given  greater  attention  in  future 
reports.  In  these  reports,  the  commit- 
tee would  expect  the  administration  to 
attempt  to  obtain  information  useful 
in  identifying  and  assessing  specific 
impacts  on  subcontractors  and  nonde- 
fense industries,  and  longer  term  im- 
pacts resulting  from  technology  trans- 
fer. Selected  case  studies  might  prove 
a  useful  approach. 

The  committee  would  also  expect 
the  executive  branch  to  undertake  an- 
other data  collection  effort  in  a  timely 
manner.  Prior  to  such  an  effort,  an  at- 
tempt should  be  made  to  refine  the 
survey  instrument  to  minimize  any 
undue  burdens  placed  on  respondents 
in  the  course  of  the  last  data  collec- 
tion exercise  and  to  better  capture  in- 
formation in  identified  areas  of  con- 
cern. Special  circumstances  resulted  in 
the  ITC's  playing  a  key  role  in  the  last 
data  collection  effort.  In  the  commit- 
tee's view,  the  ITC  would  not  appear 
to  be  the  most  appropriate  data  collec- 
tion agent  for  any  future  interagency 
study  efforts. 

It  would  be  desirable  to  have  one 
agency  serve  as  the  f(x;al  point  for  any 
future  data  collection  effort.  The  com- 
mittee believes  that  the  E>epartment 
of  Commerce  could  usefully  play  a' 
central  role.  The  Department  has  both 
the   necessary   expertise    in   working 
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with  industry  and  a  long  history  of 
handling  and  protecting  confidential 
business  information.  To  assure  the 
best  possible  report,  the  study  should 
be  assigned  within  Commerce  to  a  pro- 
fessional data  processing  agency 
whose  function  and  bacltground  clear- 
ly are  suited  to  the  task.  The  respect- 
ed professional  background  of  such  an 
agency,  and  the  business  community's 
confidence  in  its  handling  of  proprie- 
tary information,  would  help  produce 
the  quality  results  that  the  committee 
is  looking  for. 

Obviously,  several  executive  branch 
departments  and  agencies  have  legiti- 
mate interests  in  the  offsets  issue  and 
unique  vantage  points  from  which  to 
examine  the  impact  of  offsets.  All  of 
these  different  vantage  points  are  crit- 
ical to  an  understanding  of  the  scope 
and  complexity  of  the  issue. 

Since  no  one  agency  has  sole  respon- 
sibility for  offsets  policy,  a  well-coordi- 
nated interagency  approach  to  the 
report  continues  to  be  the  most  desira- 
ble approach.  The  committee  would 
expect  that  OMB  would  continue  to 
play  a  coordinating  role  in  producing  a 
consensus  document  that  nevertheless 
adequately  incorporates  the  policy 
perspectives  and  concerns  of  all  par- 
ticipating agencies. 

In  my  view,  problems  that  have 
arisen  in  attempting  to  balance  differ- 
ing policy  perspectives  on  the  offsets 
issue  are  symptomatic  of  problems 
with  existing  policy  mechanisms  that 
we  will  face  increasingly  in  the  years 
ahead.  We  have  no  effective  mecha- 
nisms for  integrating  policies  affecting 
our  industrial  base  with  other  econom- 
ic, trade,  and  defense  policies.  Nor  do 
we  have  a  means  of  assessing  and  bal- 
ancing possibly  competing  strategic 
and  economic  policy  perspectives.  Dif- 
ferent agencies  are  responsible  for 
overseeing  the  military  and  civilian 
trade  sectors,  and  no  high-level  forum 
exists  in  which  to  strike  a  balance. 
More  basically,  we  have  no  effective 
mechanism  at  aU  for  raising  competi- 
tiveness issues  to  the  forefront  in  our 
policymaking  process. 

Developing  such  a  mechanism 
should  be  priority.  In  the  short  term, 
however,  the  committee  would  empha- 
size that  any  policy  disagreements 
within  the  executive  branch  should 
not  be  resolved  at  the  staff  level 
within  particular  agencies.  The  com- 
mittee expects  the  administration  to 
ensure  that  the  annual  offsets  reports 
adequately  explicate  and  balance  the 
differing  policy  perspectives  advanced 
by  participating  agencies.  Should  any 
fundamental  policy  disagreements 
arise,  it  is  the  committee's  belief  that 
the  Economic  Policy  Council,  in  con- 
Junction  with  the  National  Security 
Council,  could  play  an  important  role 
in  striking  a  balance  between  compet- 
ing policy  perspectives,  when  neces- 
sary. 


Mr.  SHUMWAY.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  I  rise  in  support  of  H.R. 
5480,  the  Defense  Production  Act 
Amendments  of  1986.  as  amended  by 
the  committee  amendment. 

As  the  ranking  Republican  member 
of  the  Economic  Stabilization  Subcom- 
mittee on  Banking,  Finance  and  Urban 
Affairs,  it  is  clear  to  me  after  listening 
to  all  of  the  testimony  presented  in 
the  subconmiittee  hearing,  that  it  is  in 
our  national  interest  to  extend  the  De- 
fense Product  Act  [DPA].  Defense  pre- 
paredness is  essential  to  our  national 
security.  The  Federal  Emergency 
Management  Agency  puts  it  quite  suc- 
cinctly: 

The  Defense  Production  Act  of  1950  is  the 
cornerstone  of  the  present  legal  structure 
for  ensuring  that  we  are  prepared  to  meet 
national  emergencies  requiring  the  mobili- 
zation of  the  Nation's  industrial  and  materi- 
al resources.  Its  continuation  is  essential  to 
the  national  defense. 

This  bill  is  fairly  straightforward.  It 
simply  extends  the  DPA  for  3  years 
until  September  30,  1989;  authorizes 
appropriations  of  $150  million  over 
those  3  years:  and  provides  for  addi- 
tional information  to  be  included  in 
the  offsets  reports  which  was  original- 
ly required  in  the  1984  DPA  amend- 
ments. 

I  am  pleased  to  report  to  my  col- 
leagues that  the  administration  sup- 
ports passage  of  H.R.  5480  as  amended 
and  the  extension  of  the  DPA.  The 
bill  today  represents  a  compromise  be- 
tween the  administration,  and  the 
Congress,  and  the  gentleman  from 
New  York  [Mr.  LaFalce].  Mr.  LaFalce, 
chairman  of  the  Economic  Stabiliza- 
tion Subcommittee,  deserves  a  great 
deal  of  credit  for  working  with  the 
House  Members  and  the  administra- 
tion to  produce  the  consensus  legisla- 
tion. 

Mr.  Speaker,  I  would  urge  my  col- 
leagues on  this  side  of  the  aisle  to  vote 
with  the  administration  and  support 
the  subcommittee  bill  as  amended. 

Mr.  Speaker,  I  yield  3  minutes  to  the 
gentleman    from     Connecticut     [Mr. 

McKlNNEY]. 

Mr.  McKINNEY.  Mr.  Speaker,  I 
thank  my  friend,  the  ranking  member 
of  the  Economic  Stabilization  Subcom- 
mittee for  yielding  this  time.  I  want  to 
congratulate  him  and  the  subcommit- 
tee chairman  for  their  bipartisan  ef- 
forts in  producing  this  legislation 
which  is  so  vital  to  our  Nation's  de- 
fense industrial  base. 

There  is  one  point  on  which  I  would 
like  to  have  the  chairman  provide 
some  clarification  for  my  benefit. 

I  would  certainly  agree  with  the  gen- 
tleman from  New  York  that  the  off- 
sets issue  is  one  which  is  not  well  im- 
derstood,  and  presents  some  perplex- 
ing policy  questions  for  our  Govern- 
ment.   Furthermore,    I    would    agree 


that  coordination  between  trade  pol- 
icymakers and  those  concerned  with 
security  issues  leaves  something  to  be 
desired. 

I  would  express  some  concern,  how- 
ever, that  in  our  efforts  to  imderstand 
this  issue,  we  do  keep  in  mind  the  im- 
portance of  maintaining  the  confiden- 
tiality of  information  on  specific  trans- 
actions. Such  information  is  not  only 
regarded  as  proprietary  from  the  per- 
spective of  individual  companies,  but 
also  involves  contracts  with  friendly 
governments,  and  hence  can  be  sensi- 
tive internationally.  I  know  that  a 
number  of  U.S.  agencies,  such  as  the 
Internal  Revenue  Service  and  Bureau 
of  the  Census,  have  experience  in  col- 
lecting raw  data,  processing  it,  and 
making  available  to  other  agencies 
data  that  is  needed  for  social  and  eco- 
nomic policy  studies,  while  protecting 
the  confidentiality  of  individual  re- 
spondents. I  would  assume  the  same 
should  be  possible  in  this  exercise. 

Mr.  LaFALCE.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  McKINNEY.  I  yield  to  the  gen- 
tleman from  New  York. 

Mr.  LaFALCE.  Mr.  Speaker,  I  would 
assure  the  gentleman  from  Connecti- 
cut that  I  am  very  much  aware  of  the 
concerns  that  he,  other  Members  and 
representatives  of  industry  have  raised 
regarding  the  confidentiality  risks  as- 
sociated with  the  reporting  require- 
ment. I  respect  those  concerns.  The 
casual  treatment  of  important  proprie- 
tary information  serves  no  one's  inter- 
est. Moreover,  we  must  be  careful  not 
to  make  the  concession  granted  indi- 
vidual deals  the  least  common  denomi- 
nator of  future  transactions. 

I  believe  that  we  can  work  together 
to  secure  the  necessary  information 
base  the  Congress  and  executive 
branch  need  without  jeopardizing  le- 
gitimate interests.  I  am  sure  the  gen- 
tleman from  Connecticut  shares  my 
faith  in  the  ability  of  appropriate  ex- 
ecutive agencies  to  protect  confiden- 
tial business  information.  The  Depart- 
ment of  Commerce,  for  example, 
which  I  expect  would  play  a  key  role 
in  future  diEita  collection  and  analysis 
efforts,  has  both  clear  statutory  man- 
dates to  protect  such  information  and 
a  long  history  of  doing  so. 

Mr.  McKINNEY.  Mr.  Speaker,  I 
thank  the  chairman  of  the  Economic 
Stabilization  Subcommittee  for  his 
answer.  I  think  we  have  established 
the  intent  of  this  and  that  solves  the 
problem. 

I  thank  the  ranking  member  for 
yielding. 

Mr.  SHUMWAY.  Mr.  Speaker,  I 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  my  time. 

Mr.  LaFALCE.  Mr.  Speaker,  I  have 
no  more  requests  for  time,  and  I  yield 
back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
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the  gentleman  from  New  York  [Mr. 
LaFalcz]  that  the  House  suspend  the 
rules  and  pass  the  bill,  H.R.  5480,  as 
amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bill, 
as  amended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  LaFALCE.  Mr.  Speaker,  I  ask 
unanimous  consent  that  aU  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
bill  Just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  York? 

There  was  no  objection. 


NEBRASKA  WILDERNESS  ACT  OF 
1985 

Mr.  SEIBERLING.  Mr.  Speaker,  I 
move  to  suspend  the  rules  and  pass 
the  Senate  bill  (S.  816)  to  establish  the 
Pine  Ridge  Wilderness  and  Soldier 
Creek  Wilderness  in  the  Nebraska  Na- 
'.  nal  Forest  in  the  State  of  Nebraska, 
and  for  other  purposes,  as  amended. 

The  Clerk  read  as  follows: 
S.  816 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

Sktiok  1.  That  this  Act  may  be  cited  as 
the  "Nebraska  Wilderness  Act  of  1985". 
TITLE  I— WILDERNESS 

Sbc.  101.  In  furtherance  of  the  purposes 
of  the  Wilderness  Act  of  1964,  certain  lands 
in  the  Nebraska  National  Forest,  which 
comprise  approximately  eight  thousand  one 
hundred  acres,  as  generally  depicted  on  a 
map  entitled  "Soldier  Creels  Wilderness- 
Proposed,"  dated  February  1985,  are  hereby 
designated  wilderness  and,  therefore,  as  a 
component  of  the  National  WUdemess  Pres- 
ervation System,  and  shall  be  known  as  the 
Soldier  Creek  Wilderness. 

ADMINISTRATION  OP  WILDERNESS 

Sec.  102.  (a)  Subject  to  valid  existing 
rights  and  the  provisions  of  subsection  (b). 
the  wilderness  area  designated  under  sec- 
tion 101  shall  be  administered  by  the  Secre- 
tary of  Agriculture  (hereinafter  in  this  Act 
referred  to  as  the  "Secretary")  in  accord- 
ance with  the  provisions  of  the  Wilderness 
Act  governing  areas  designated  by  that  Act 
as  wilderness  except  that  any  reference  in 
such  provisions  to  the  effective  date  of  the 
WUdemess  Act  shall  be  deemed  to  be  a  ref- 
erence to  the  effective  date  of  this  Act. 

(b)  In  the  administration  of  the  wilderness 
in  the  State  of  Nebraska— 

( 1 )  grazing  of  livestock  in  wilderness  areas 
established  by  this  Act,  if  established  prior 
to  the  date  of  the  enactment  of  this  Act, 
shall  be  administered  in  accordance  with 
section  4(d)(4)  of  the  Wilderness  Act  and 
section  108  of  Public  Law  96-560;  and 

(2)  the  Secretary  is  directed  to  review  aU 
policies,  practices,  and  regulations  of  the 
Department  of  Agriculture  regarding  live- 
stock grazing  in  national  forest  wilderness 
areas  in  Nebraska  in  order  to  insure  that 
such    policies,    practices,    and    regulations 


fully  conform  with  and  implement  the 
intent  of  Congress  regarding  grazing  in  such 
areas,  as  such  Intent  is  expressed  in  this 
Act. 

MAPS  AND  DESCRIPTIOHS 

Sec.  103.  As  soon  as  practicable  after  the 
date  of  the  enactment  of  this  Act,  the  Secre- 
tary shall  submit  a  map  and  legal  descrip- 
tion of  the  wilderness  area  designated  by 
section  101  to  the  Committee  on  Energy  and 
Natural  Resources  of  the  Senate  and  the 
Committee  on  Agriculture  and  the  Commit- 
tee on  Interior  and  Insular  Affairs  of  the 
House  of  Representatives.  Such  map  and 
legal  description  shall  have  the  same  force 
and  effect  as  if  included  in  this  Act,  except 
that  any  clerical  or  typographical  error  in 
such  map  or  legal  description  may  be  cor- 
rected. The  Secretary  shall  place  such  map 
and  legal  description  on  file,  and  make  them 
available  for  public  inspection,  in  the  office 
of  the  Chief  of  the  Forest  Service,  Depart- 
ment of  Agriculture. 

WILDERNESS  REVIEW  CONCERNS 

Sec.  104.  (a)  The  Congress  finds  that— 

(1)  the  Department  of  Agriculture  has 
completed  the  second  roadless  area  review 
and  evaluation  program  (RARE  II);  and 

(2)  the  Congress  has  made  its  own  review 
and  examination  of  National  Forest  System 
roadless  areas  in  the  State  of  Nebraska  and 
of  the  environmental  impacts  associated 
with  alternative  allocations  of  such  areas. 

(b)  On  the  basis  of  such  review,  the  Con- 
gress hereby  determines  and  directs  that— 

( 1 )  without  passing  on  the  question  of  the 
legal  and  factual  sufficiency  of  the  RARE  II 
final  environmental  statement  (dated  Janu- 
ary 1979)  with  respect  to  National  Forest 
System  lands  in  States  other  than  Nebras- 
ka, such  statement  shall  not  be  subject  to 
judicial  review  with  respect  to  National 
Forest  System  lands  in  the  State  of  Nebras- 
ka; 

(2)  with  respect  to  the  National  Forest 
System  lands  in  the  State  of  Nebraska, 
which  were  reviewed  by  the  Department  of 
Agriculture  in  the  second  roadless  area 
review  and  evaluation  (RARE  II),  that 
review  and  evaluation  shall  be  deemed  for 
the  purposes  of  the  initial  land  management 
plans  required  for  such  lands  by  the  Forest 
and  Rangeland  Renewable  Resources  Plan- 
ning Act  of  1974,  as  amended  by  the  Nation- 
al Forest  Management  Act  of  1976,  to  be  an 
adequate  consideration  of  the  suitability  of 
such  lands  for  inclusion  in  the  National  Wil- 
derness Preservation  System  and  the  De- 
partment of  Agriculture  shall  not  be  re- 
quired to  review  the  wUdemess  option  prior 
to  the  revisions  of  the  plans,  but  shall 
review  the  wilderness  option  when  the  plans 
are  revised,  which  revisions  will  ordinarily 
occur  on  a  ten-year  cycle,  or  at  least  every 
fifteen  years,  unless,  prior  to  such  time  the 
Secretary  of  Agriculture  finds  that  condi- 
tions in  a  unit  have  significantly  changed; 

(3)  areas  in  the  State  of  Nebraska  re- 
viewed in  such  final  environmental  state- 
ment and  not  designated  wilderness  upon 
enactment  of  this  Act  shall  be  managed  for 
multiple  use  in  accordance  with  land  man- 
agement plans  pursuant  to  section  6  of  the 
Forest  and  Rangeland  Renewable  Resources 
Planning  Act  of  1974,  as  amended  by  the 
National  Forest  Management  Act  of  1976; 
Provided,  That  such  areas  need  not  be  man- 
aged for  the  purpose  of  protecting  their 
suitability  for  wilderness  designation  prior 
to  or  during  revision  of  the  initial  land  man- 
agement plans; 

(4)  in  the  event  that  revised  land  man- 
agement plans  in  the  State  of  Nebraska  are 


implemented  pursuant!  protecting  their 
suitability  for  wilderness  designation  prior 
to  or  during  revision  of  such  plans,  and 
areas  recommended  for  wilderness  designa- 
tion shall  be  managed  for  the  purpose  of 
protecting  their  suitability  for  wilderness 
designation  as  may  be  required  by  the 
Forest  and  Rangeland  Renewable  Resources 
Planning  Act  of  1974,  as  amended  by  the 
National  Forest  Management  Act  of  1976. 
and  other  applicable  law;  and 

(5)  unless  expressly  authorized  by  Con- 
gress, the  Department  of  Agriculture  shall 
not  conduct  any  further  statewide  roadless 
area  review  and  evaluation  of  National 
Forest  System  lands  in  the  State  of  Nebras- 
ka for  the  purpose  of  determining  their  suit- 
ability for  inclusion  in  the  National  Wilder- 
ness Preservation  System. 

(c)  As  used  in  this  section,  and  as  provided 
in  section  6  of  the  Forest  and  Rangeland 
Renewable  Resources  Planning  Act  of  1974, 
as  amended  by  the  National  Forest  Manage- 
ment Act  of  1976,  the  term  "revision"  shall 
not  include  an  "amendment"  to  a  plan. 

TITLE  II— PINE  RIDGE  NATIONAL 
RECREATION  AREA 

DESIGNATION  OF  PINE  RIDGE  NATIONAL 
RECREATION  AREA 

Sec.  201.  Certain  lands  in  the  Nebraska 
National  Forest.  Nebraska,  which  comprise 
approximately  six  thousand  six  hundred 
acres,  as  generally  depicted  on  a  map  enti- 
tled "Pine  Ridge  National  Recreation 
Area— Proposed",  dated  September  1986,  are 
hereby  designated  as  the  Pine  Ridge  Nation- 
al Recreation  Area. 

MAP  AND  DESCRIPTION 

Sec.  202.  As  soon  as  practicable  after  en- 
actment of  this  Act,  the  Secretary  of  Agri- 
culture shall  file  a  map  and  legal  descrip- 
tion of  the  national  recreation  area  desig- 
nated by  this  title  with  the  Committee  on 
Interior  and  Insular  Affairs  and  the  Com- 
mittee on  Agriculture  of  the  United  States 
House  of  Representatives  and  with  the 
Committee  on  Energy  and  Natural  Re- 
sources of  the  United  States  Senate.  Such 
map  and  description  shall  have  the  same 
force  and  effect  as  if  included  in  this  title, 
except  that  correction  of  clerical  and  typo- 
graphical errors  in  such  map  and  descrip- 
tion may  be  made  by  the  Secretary.  Such 
mao  and  description  shall  be  on  file  and 
available  for  public  inspection  in  the  Office 
of  the  Chief  of  the  Forest  Service,  Depart- 
ment of  Agriculture. 

ADMINISTRATION  OF  THE  NATIONAL  RECREATION 
AREA 

Sec  203.  (a)  Subject  to  valid  existing 
rights,  the  Pine  Ridge  National  Recreation 
Area  designated  by  this  title  shall  be  admin- 
istered by  the  Secretary  of  Agriculture  in 
accordance  with  the  laws,  rules,  and  regula- 
tions applicable  to  the  national  forests  in  a 
manner  compatible  with  the  following  ob- 
jectives: 

(1)  the  continuation  of  existing  primitive 
and  semlprimltive  recreational  use  in  a  nat- 
ural environment; 

(2)  preservation  and  protection  of  forest, 
aquatic  and  grassland  habitat; 

(3)  production  and  conservation  of  special 
areas  having  uncommon  or  outstanding  wil- 
derness, biological,  geological,  recreational, 
cultural,  historical  or  archeological,  and  sci- 
entific, or  other  values  contributing  to  the 
public  benefit; 

(4)  the  continuation  of  existing  livestock 
grazing  uses; 
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(5)  the  control  of  noxious  weeds  and  In- 
aects  and  prevention  of  their  spreading  onto 
the  nearby  private  and  Federal  lands:  and 

(6)  the  control  of  fires  and  prevention  of 
their  spreading  onto  nearby  private  and 
Federal  lands. 

(b)  The  Secretary  shall  enter  into  a 
Memorandum  of  Agreement  with  local  and 
state  fire  fighting  agencies  and  individuals 
to  assure  the  best  utilization  of  the  fire- 
fighting  resources  available  in  the  nearby 
communities  for  control  of  fire  in  the  na- 
tional recreation  area. 

(c)  The  Secretary  shall  permit  hunting, 
fishing,  and  trapping  on  lands  and  waters 
under  the  Secretary's  Jurisdiction  within 
the  boundaries  of  the  national  recreation 
area  designated  by  this  title  in  accordance 
with  applicable  laws  of  the  United  States 
and  the  State  of  Nebraska. 

(d>  Subject  to  valid  existing  rights,  all 
Federal  lands  within  the  national  recreation 
area  are  nearby  withdrawn  from  location, 
entry,  and  patent  under  the  United  States 
mlnhtg  laws,  and  from  disposition  under  all 
laws  pertaining  to  mineral  and  geothermal 
leasiiig  and  all  amendments  thereto. 

(e)  Nothing  in  this  Act  shall  be  construed 
as  affecting  the  Jurisdiction  or  responsibil- 
ities of  the  State  of  Nebraska  with  respect 
to  wildlife  and  fish  in  the  national  recrea- 
tion area. 

(f )  Within  eighteen  months  after  the  date 
of  enactment  of  this  Act,  the  Secretary 
shall  develop  and  submit  to  the  Committee 
on  Interior  and  Insular  Affairs  and  the 
Committee  on  Agriculture  of  the  United 
States  House  of  Representatives  and  to  the 
Committee  on  Energy  and  Natural  Re- 
sources of  the  United  States  Senate  a  com- 
prehensive management  plan  for  the  na- 
tional recreation  area  designated  by  this 
title. 

(g)  In  conducting  the  reviews  and  prepar- 
ing the  comprehensive  management  plan  re- 
quired by  subsection  (d),  the  Secretary  shall 
provide  for  full  public  participation,  and 
shall  consider  the  views  of  all  interested 
agencies,  organizations,  and  individuals. 

The  SPEAKER  pro  tempore.  Is  a 
second  demanded? 

Mr.  McCANDLESS.  Mr.  Speaker.  I 
demand  a  second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 

There  was  no  objection. 

The  SPEAKEK  pro  tempore.  The 
gentleman  from  Ohio  [Mr.  Seiber- 
ling]  will  be  recognized  for  20  minutes 
and  the  gentleman  from  California 
[Mr.  McCaitoless]  will  be  recognized 
for  20  minutes. 

The  Chair  recognizes  the  gentleman 
from  Ohio  [Mr.  Seiberling]. 

Mr.  SEIBERLING.  Mr.  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  S.  816.  the  Nebraska 
Wilderness  Act,  would  protect  two 
areas  of  national  forest  lands  in  Ne- 
braska, designating  one  as  wilderness 
and  the  other  as  a  national  recreation 
area. 

The  Interior  Committee  reported 
this  blU  favorably  to  the  House  with 
an  amendment  which  was  offered  by 
the  gentleman  from  Montana  [Mr. 
Mablshbi],  the  ranking  minority 
member  of  the  Public  Lands  Subcom- 


mittee. I  want  to  thank  him  for  his 
successful  efforts  to  find  a  workable 
resolution  of  how  these  two  areas 
should  be  managed. 

Both  Representative  Smith,  in 
whose  district  the  two  areas  affected 
by  this  bill  lie.  and  Senator  Exon,  the 
author  of  the  bill,  have  agreed  to  the 
amendment,  and  we  expect  that  if  the 
House  passes  this  bill  today,  it  will  be 
accepted  by  the  other  body  and  sent  to 
the  President  in  short  order. 

In  short,  Mr.  Speaker,  I  urge  my  col- 
leagues to  support  this  legislation,  and 
I  reserve  the  balance  of  my  time. 

D  1450 

Mr.  McCANDLESS.  Mr.  Speaker,  I 
yield  5  minutes  to  the  gentlewoman 
from  Nebraska  [Mrs.  Smith]. 

Mrs.  SMITH  of  Nebraska.  Mr. 
Speaker,  I  appreciate  this  opportunity 
to  comment  on  S.  816,  the  Nebraska 
Wilderness  Act. 

This  bill  will  designate  8,100  acres  of 
federally  owned  land  in  Nebraska  as 
the  Soldier  Creek  National  Wilderness 
Area  and  6,600  acres  as  the  Pine  Ridge 
National  Recreation  Area. 

I  would  like  to  express  my  special 
thanks  to  the  chairman  of  the  sub- 
committee, Mr.  Seiberling,  for  holding 
a  hearing  in  northwest  Nebraska  on 
this  legislation. 

The  hearing  provided  the  members 
of  the  subcommittee  an  invaluable  op- 
portunity to  hear  from  the  Nebras- 
kans  who  will  be  most  affected  by  this 
legislation. 

At  that  hearing,  held  in  August  in 
Chadron,  NE,  a  niunber  of  concerns 
were  expressed  by  local  residents 
about  the  danger  of  fire,  insects,  and 
noxious  weeds  spreading  from  the  wil- 
derness to  nearby  private  land.  For 
these  reasons,  most  local  people  and 
organizations,  including  the  coimtry 
farm  bureaus,  the  area  stockgrowers, 
the  county  conunissioners,  the  county 
weed  board,  and  the  area  grazing  asso- 
ciations testified  against  the  wilder- 
ness legislation.  And  shortly  after  the 
hearing,  the  local  chambers  of  com- 
merce withdrew  its  support  for  the 
legislation. 

Because  these  areas— and  the  Pine 
Ridge,  in  particular— are  so  small  in 
size,  the  concerns  expressed  by  these 
individuals  and  organizations  are  valid. 
In  addition,  the  Pine  Ridge  area  is  ir- 
regular in  shape,  and  private  ranch 
and  farm  land  is  integrated  through- 
out the  wilderness  land.  In  some 
places,  private  land  is  surrounded  on 
three  sides  by  what  would  have  been  a 
wilderness  area,  if  the  Senate-passed 
bill  had  been  enacted. 

As  it  now  stands,  however,  this  bill 
goes  a  long  way  toward  meeting  the 
concerns  of  the  local  people.  With  the 
changes  that  have  been  made,  I  think 
our  farmers  and  ranchers  can  live  with 
this  bill. 

In  particular,  the  designation  of 
Pine  Ridge  as  a  recreation  area  instead 


of  a  wilderness  will  provide  a  more 
flexible  approach  to  the  management 
of  the  area,  and  one  that  will  give 
local  residents  the  opportunity  to  ac- 
tively participate  in  the  development 
of  a  management  plan. 

The  plan  allows  the  Forest  Service 
to  tailor  its  management  of  each  recre- 
ation area  in  a  manner  that  is  best 
suited  to  the  special  concerns  and 
needs  of  both  the  land  and  of  local 
residents. 

Let  me  briefly  run  through  some  of 
the  improvements  made  in  this  House 
bill,  especially  with  respect  to  the  Pine 
Ridge  area. 

First,  local  residents  wiU  have  a  say 
in  the  drafting  of  the  management 
plan  for  the  Pine  Ridge  National 
Recreation  Area.  And  I  intend  to  care- 
fully follow  the  drafting  of  the  man- 
agement plan,  to  make  sure  the  intent 
of  the  bill  language  is  adhered  to. 

Second,  the  bill  provides  for  the  con- 
tinuation of  existing  grazing  privi- 
leges. 

Third,  the  biU  provides  that  the 
management  plan  will  include  provi- 
sions guaranteeing  that  fire,  noxious 
weeds,  and  insects  will  be  controlled  to 
prevent  spreading  to  adjacent  farm 
and  ranch  land. 

Fourth,  the  bill  directs  the  Secretary 
of  Agriculture  to  enter  into  an  agree- 
ment with  local  and  State  firef ighting 
agencies,  as  well  as  individuals,  to 
ensure  that  nearby  firefighting  re- 
sources will  be  used  in  the  most  effi- 
cient manner  possible.  The  agreement 
could  grant  indviduals.  in  certain  in- 
stances, the  authority  to  take  immedi- 
ate action  to  put  out  fires  on  the  Fed- 
eral land— without  first  obtaining 
Forest  Service  permission. 

Similar  firefighting  protection  is 
granted  in  report  language  for  the  Sol- 
dier Creek  Wilderness  Area,  which  is 
another  relatively  small  parcel  of  land. 

And  finally,  in  some  cases,  motorized 
vehicles  may  be  used  on  the  land.  The 
bill  does  not  preclude  the  use  of  mo- 
torized vehicles  for  any  purpose  in  the 
recreation  area.  And  in  the  wilderness 
area,  ranchers  may  continue  to  use 
their  trucks  to  maintain  the  land  for 
grazing  purposes,  with  Forest  Service 
permission. 

Of  course,  no  one  is  fully  satisfied 
with  a  compromise. 

But  I  believe  that  the  final  version 
of  this  bill  will  alleviate  the  concerns 
of  local  residents  by  giving  them  a  say 
in  the  manner  the  areas  are  managed. 

Mr.  McCANDLESS.  Mr.  Speaker.  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker^  the  gentleman  from 
Montana  [Mr.  Marlenee]  has  been  de- 
tained. I  wish  to  advise  the  House  that 
Mr.  Marlenee,  as  the  ranking  minority 
member,  is  in  favor  of  this  legislation. 
The  Forest  Service  is  on  record  in 
favor  of  tills  legislation.  We  luiow  of 
no  opposition  on  this  side. 
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Mr.  Speaker,  I  yield  back  the  bal- 
ance of  my  time. 

Mr.  MARLENEE.  Mr.  Speaker,  I  rise  in  sup- 
port of  S.  816,  a  bill  to  designate  8,100  acres 
of  national  forest  lands  in  Nebraska  as  wikler- 
ness  and  to  designate  another  6,600  acres  as 
a  national  recreation  area. 

Both  areas  are  in  Congresswonran  Virginia 
Smith's  congressional  district  and  she  de- 
serves a  \o\  of  credit  for  bringing  the  views  of 
her  constituents  to  tfie  attention  of  the  Interior 
Committee.  Her  objections  to  designation  of 
the  Pine  Ridge  area  as  wilderness  led  to  our 
crafting  a  natk>nal  reaeation  area  designatk>n 
for  the  area. 

The  NRA  designation  will  allow  for  flexibility 
in  management  of  tt)e  area  which  wikjemess 
does  not  The  bill  requires  development  of  a 
management  plan  for  tfie  area  with  local  input 
and  gives  specific  gukiance  to  the  Forest 
Service  to  allow  continued  use  of  the  area  for 
grazing  as  well  as  adequate  authority  to  con- 
trol fires,  insects,  and  noxk>us  weeds. 

Fire  is  a  major  concern  to  the  ranchers  in 
the  area,  many  of  whom  have  crop  and  pas- 
ture land  adjacent  to  the  areas.  We  instruct 
the  Forest  Service,  both  in  the  bill  and  the 
report,  to  enter  into  a  memorandum  of  agree- 
ment with  local  and  State  firefighting  agencies 
and  indivkJuals  to  assure  the  best  utilization  of 
the  firefighting  resources  available. 

Again,  Mr.  Speaker,  I  commend  my  col- 
league from  Nebraska,  Mrs.  Smith,  for  her 
tireless  efforts  in  crafting  a  workable  compro- 
mise. I  also  wish  to  thank  the  chairman  of  the 
Public  Lands  Subcommittee,  Mr.  Seiberung, 
for  his  willingness  to  accept  our  recommenda- 
tions. 

Mr.  DAUB.  Mr.  Speaker,  I  rise  in  support  of 
S.  816,  the  Nebraska  Wilderness  Act.  As  has 
been  indicated,  this  measure  designates  the 
6,600-acre  Pine  Ridge  area  as  a  national 
recreatran  area  and  the  8,100-acre  Soldier 
Creek  area  as  wilderness.  Most  importantly,  I 
want  to  express  my  appreciation  to  the  mem- 
bers of  Vne  House  Intenor  Sut>committee  on 
Public  Lands  for  addressing  the  concerns  of 
Congresswoman  Virginia  Smith— who  repre- 
sents the  areas  affected  by  S.  816 — on  this 
issue. 

AlttK>ugh  I  represent  a  district  that  is  over 
400  miles  from  the  area  in  northwestern  Ne- 
braska affected  by  S.  816,  I  have  nonetheless 
received  a  large  amount  of  input  on  this  issue 
from  all  areas  of  Nebraska  The  beauty  and 
recreatk>nal  opportunities  that  Nebraska's 
panhandle  area  offers  are  important  to  myself 
and  to  all  Nebraskans.  and  the  need  to  pre- 
serve these  qualities  is  clearly  an  important 
issue  in  ttie  State. 

The  original  versk)n  of  S.  816  mandated 
that  both  ttte  Soldier  Creek  and  Pine  Rklge 
areas  be  designated  as  wilderness.  I  support- 
ed Congresswoman  Smith's  position  against 
the  designatk>n  of  the  Pine  Rklge  area  as  wil- 
derness because  of  the  local  concerns  ex- 
pressed to  the  Nebraska  delegatk>n  with  re- 
spect to  the  inflexibility  of  such  a  designatkyi. 
In  contrast,  the  natk>nal  recreatnn  area  desig- 
natk>n  for  Pine  Rkjge  will  provide  more  flexible 
management  for  the  6,100-acre  area,  while 
still  preserving  its  wiklemess  and  recreational 
features. 

I  think  the  Members  woukl  agree  that  it  is 
important  that  the  statewkle  interests  tfiat  initi- 


ated tfie  Net>ra8ka  wiklemess  proposal  do  not 
take  precedence  over  the  local  concerns. 
Unlike  the  original  verskxi  of  S.  816,  the  bill 
we  are  consklering  today  addresses  the  con- 
cerns of  those  actually  affected  by  wilderness 
designation,  and  I  again  want  to  express  my 
appreciatkjn  to  the  members  of  the  Public 
Lands  Subcommittee  for  this  effort. 

Mr.  SEIBERLING.  Mr.  Speaker,  I 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  my  time. 

The  SPE;AK£R  pro  tempore  (Mr. 
KosTifATm).  The  question  is  on  the 
motion  offered  by  the  gentleman  from 
Ohio  [Mr.  Seiberlinc]  that  the  House 
suspend  the  rules  and  pass  the  Senate 
bill,  S.  816,  as  amended. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the 
Senate  bill  was  passed. 

The  title  of  the  Senate  bill  was 
amended  so  as  to  read:  "A  bill  to  estab- 
lish the  Pine  Ridge  National  Recrea- 
tion Area  and  Soldier  Creek  Wilder- 
ness in  the  State  of  Nebraska,  and  for 
other  purposes." 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  SEIBERLING.  Mr.  Speaker.  I 
ask  unanimous  consent  that  all  Mem- 
bers may  have  5  legislative  days  within 
which  to  revise  and  extend  their  re- 
marks on  the  Senate  bill  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Ohio? 

There  was  no  objection. 


GILA  BEND  INDIAN  RESERVA- 
■nON  LANDS  REPLACEMENT 
ACT 

Mr.  UDALL.  Mr.  Speaker,  I  move  to 
suspend  the  rules  and  pass  the  bill 
(H.R.  4216)  to  provide  for  the  settle- 
ment of  certain  claims  of  the  Papago 
Tribe  arising  from  the  operations  of 
Painted  Rock  Dam,  and  for  other  pur- 
poses, as  amended. 

The  Clerk  read  as  follows: 
H.R. 4216 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled, 

SHORT  TITLE 

Section  1.  This  Act  may  t>e  cited  as  the 
"Gila  Bend  Indian  Reservation  Lands  Re- 
placement Act". 

CONGRESSIONAL  FINDINGS 

Sec.  2.  The  Congress  finds  that: 

(1)  section  308  of  Public  Law  97-293  au- 
thorizes the  Secretary  of  the  Interior  to  ex- 
change ceitain  agricultural  lands  of  the 
Gila  Bend  Indian  Reservation.  Arizona,  for 
public  lands  suitable  for  fanning; 

(2)  an  examination  of  public  lands  within 
a  one-hundred-mile  radius  of  the  reserva- 
tion disclosed  that  those  which  might  be 
suitable  for  agriculture  would  require  sul>- 
stantial  Federal  outlays  for  construction  of 
irrie;ation  systems,  roads,  education  and 
health  faculties; 


(3)  the  lack  of  an  appropriate  land  t>ase 
severely  retards  the  economic  self-sufficien- 
cy of  the  O'odham  people  of  the  Gila  Bend 
Indian  Reservation,  contributes  to  their 
high  unemployment  and  acute  health  prot>- 
lems,  and  results  in  chronic  high  costs  (or 
Federal  services  and  transfer  payments; 

(4)  This  Act  will  facilitate  replacement  of 
reservation  lands  with  lands  suitable  for 
sustained  economic  use  which  is  not  princi- 
pally farming  and  do  not  require  Federal 
outlays  for  construction,  and  promote  the 
economic  self-sufficiency  of  the  O'odham 
Indian  people. 

OEnNinoNS 
Sec.  3.  For  the  purposes  of  this  Act,  the 
term: 

(1)  "Central  Arizona  Project"  means  the 
project  authorized  under  title  III  of  the  Col- 
orado River  Basin  Project  Act  (82  Stat.  887; 
43  U.S.C.  1521.  et  seq.). 

(2)  "Tril)e"  means  the  Tohono  O'odham 
Nation,  formerly  known  as  the  Papago 
Tribe  of  Arizona,  organized  under  section  16 
of  the  Act  of  June  18.  1934  (48  Stat.  987:  25 
D.S.C.  476). 

(3)  "Secretary"  means  the  Secretary  of 
the  Interior. 

(4)  "San  Lucy  District"  means  the  politi- 
cal subdivision  of  the  Tohono  O'odham  Na- 
tional exercising  governmental  functions  on 
the  Gila  Bend  Indian  Reservation. 

ASSIGNMENT  Of  TRIBAL  LANDS;  RETAINED 
RIGHTS 

Sec.  4.  (a)  If  the  tribe  assigns  to  the 
United  States  all  right,  title,  and  interest  of 
the  Tribe  in  nine  thousand  eight  hundred 
and  eighty  acres  of  land  within  the  Gila 
Bend  Indian  Reservation,  the  Secretary  of 
the  Interior  shall  pay  to  the  authorized  gov- 
erning body  of  the  Tribe  the  sum  of 
$30,0O0.00O-$10,0OO,0OO  in  fiscal  year  1988. 
$10,000,000  in  fiscal  year  1989  and 
(10,000.000  in  fiscal  year  1990— together 
with  interest  accruing  from  the  date  of  en- 
actment of  this  Act  at  a  rate  determined  by 
the  Secretary  of  the  Treasury  taking  into 
consideration  the  average  market  yield  on 
outstanding  Federal  obligations  of  compara- 
ble maturity,  to  t>e  used  for  the  benefit  of 
the  San  Lucy  District.  The  Secretary  shall 
accept  any  assignment  under  ttiis  subsec- 
tion. 

(b)  The  Tribe  shall  be  permitted  to  contin- 
ue to  hunt,  fish,  and  gather  on  any  lands  as- 
signed to  the  United  States  under  subsec- 
tion (a)  of  this  section  so  long  as  such  lands 
remain  in  Federal  ownership. 

(c)  With  respect  to  any  lands  of  the  Gila 
Bend  Indian  Reservation  which  the  Tribe 
does  not  assign  to  the  United  States,  the 
Tril)e  shall  have  the  right  to  withdraw 
ground  water  therefrom  from  wells  having  a 
capacity  of  less  than  thirty-five  gallons  per 
minute  and  which  are  used  only  for  domes- 
tic purposes. 

AUTHORIZATION  OP  APPROPRIATIONS 

Sec.  5.  Effective  Octot>er  1.  1987  there  is 
authorized  to  l>e  appropriated  such  sums  as 
may  be  necessary  to  carry  out  the  purposes 
of  section  4. 

USE  OF  settlement  FtTNDS:  ACQUISmON  OF 
LANDS 

Sec.  6.  (a)  The  Tribe  shall  invest  sums  re- 
ceived under  section  4  in  interest  bearing  de- 
posits and  securities  untU  expended.  The 
authorized  governing  txxly  of  the  Tribe  may 
spend  the  principal  and  the  interest  and 
dividends  accruing  on  such  sums  on  behalf 
of  the  San  Lucy  District  for  land  and  water 
rights  acquisition,  economic  and  community 
development,    and    relocation    costs.    Such 
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income  may  be  used  by  the  Tribe  for  plan- 
ning and  administration  related  to  land  and 
water  rights  acquisition,  economic  and  com- 
munity development  and  relocation  for  the 
San  Lucy  District. 

(b)  The  Secretary  shall  not  be  responsible 
for  the  review,  approval  or  audit  of  the  use 
and  expenditure  of  the  moneys  referred  to 
in  this  section,  nor  shall  the  Secretary  be 
subject  to  liability  for  any  claim  or  cause  of 
action  arising  from  the  Tribe's  use  and  ex- 
penditure of  such  moneys.  No  portion  of 
such  moneys  shall  be  used  for  per  capita 
payments  to  any  members  of  the  Tribe. 

(c)  The  Tribe  is  authorized  to  acquire  by 
purchase  private  lands  in  an  amount  not  to 
exceed,  in  the  aggregate,  nine  thousand 
eight  hundred  and  eighty  acres.  The  I'ribe 
and  the  United  States  shall  be  forever 
barred  from  asserting  any  and  ail  claims  for 
reserved  water  rights  with  respect  to  any 
land  acquired  pursuant  to  this  subsection. 

(d>  The  Secretary,  at  the  request  of  the 
Tribe,  shall  hold  in  trust  for  the  benefit  of 
the  Tribe  any  land  which  the  Tribt  acquires 
pursuant  to  subsection  (c)  which  nswets  the 
requirements  of  this  subsection.  Any  land 
which  the  Secretary  holds  in  trust  shall  be 
deemed  to  be  a  Federal  Indian  Reservation 
for  all  purposes.  Land  does  not  meet  the  re- 
quirements of  this  subsection  if  it  is  outside 
the  counties  of  Maricopa,  Pinal,  and  Pima, 
Arizona,  or  within  the  corporate  limits  of 
any  city  or  town.  Land  meets  the  require- 
ments of  this  subsection  only  if  it  consti- 
tutes not  more  than  three  separate  areas 
consisting  of  contiguous  tracts,  at  least  one 
of  which  areas  shall  be  contiguous  to  San 
Lucy  Village.  The  Secretary  may  waive  the 
requirements  set  forth  in  the  preceding  sen- 
tence if  he  determines  that  additional  areas 
are  appropriate. 

(e)  The  Secretary  shall  establish  a  water 
management  plan  for  any  land  which  is 
held  in  trust  under  subsection  (c)  which, 
except  as  is  necessary  to  be  consistent  with 
the  provisions  of  this  Act,  will  have  the 
same  effect  as  any  management  plan  devel- 
oped under  Arizona  law. 

REAL  PROPERTY  TAXES 

Sec.  7.  (a)  With  respect  to  any  private 
land  acquired  by  the  Tribe  under  section  6 
and  held  in  trust  by  the  Secretary,  the  Sec- 
retary shall  make  payments  to  the  State  of 
Arizona  and  its  political  subdivisions  in  lieu 
of  real  property  taxes. 

(b)  The  Secretary  is  authorized  to  enter 
Into  agreements  with  the  State  of  Arizona 
and  its  [whtical  subdivisions  pursuant  to 
which  the  Secretary  may  satisfy  the  obliga- 
tion under  subsection  (a),  in  whole  or  in 
part,  through  the  transfer  of  public  land 
under  his  jurisdiction  or  interests  therein, 
including  land  within  the  Gila  Bend  Indian 
Reservation  of  interests  therein. 

WATER  DEUVERY 

Sec.  8.  If  the  tribe  acquires  rights  to  the 
use  of  any  water  by  purchase,  rental,  or  ex- 
change within  the  State  of  Arizona,  the  Sec- 
retary, at  the  request  of  the  Tribe,  shall  de- 
liver such  water,  at  no  cost  to  the  United 
States,  through  the  main  project  works  of 
the  Central  Arizona  Project  to  any  land  ac- 
quired under  section  5(c),  if,  in  the  judg- 
ment of  the  Secretary,  sufficient  canal  ca- 
pacity exists  to  convey  such  water:  Provid- 
ed, That  deliveries  of  such  water  shall  not 
displace  deliveries  of  Central  Arizona 
Project  water.  The  rate  charged  to  the  tribe 
for  water  delivery  shall  be  the  same  as  that 
charged  by  the  Central  Arizona  Water  Con- 
servation District  pursuant  to  contracts  en- 
tered into  pursuant  to  the  Colorado  River 


Basin  Project  Act  (43  U.S.C.  1521,  et  seq.). 
Nothing  in  this  section  shall  be  deemed  to 
obligate  the  Secretary  to  construct  any 
water  delivery  system. 

WAIVER  AND  RELEASE  OP  CLAIMS;  EFFECTIVE 
DATE 

Sec.  9.  (a)  The  Secretary  shall  be  required 
to  carry  out  the  obligations  of  this  Act  only 
if  within  one  year  after  the  enactment  of 
this  Act  the  Tribe  executes  a  waiver  and  re- 
lease in  a  manner  satisfactory  to  the  Secre- 
tary of  any  and  all  claims  of  water  rights  or 
injuries  to  land  or  water  rights  (including 
rights  to  both  surface  and  ground  water) 
with  respect  to  the  lands  of  the  Gila  Bend 
Indian  Reservation  from  time  immemorial 
to  the  date  of  the  execution  by  the  Tribe  of 
such  a  waiver. 

(b)  Nothing  in  this  section  shall  be  con- 
strued as  a  waiver  or  release  by  the  Tribe  of 
any  claim  where  such  claim  arises  under 
this  Act. 

(c)  The  assignment  referred  to  in  section  4 
and  the  waiver  and  release  referred  to  in 
this  section  shall  not  take  effect  until  such 
time  as  the  full  amount  authorized  to  be  a[>- 
propriated  in  section  4  has  been  appropri- 
ated by  the  Congress  and  paid  to  the  Tribe. 

compliance  with  budget  act 
Sec  10.  No  authority  under  this  Act  to 
enter  into  contracts  or  to  make  payments 
shall  be  effective  except  to  the  extent  and 
in  such  amounts  as  provided  in  advance  in 
appropriations  Acts.  Any  provision  of  this 
Act  which,  directly  or  indirectly,  authorizes 
the  enactment  of  new  budget  authority 
shall  be  effective  only  for  fiscal  years  begin- 
ning after  September  30,  1987. 

The  SPEAKER  pro  tempore.  Is  a 
second  demanded? 

Mr.  McCAIN.  Mr.  Speaker.  I  demand 
a  second. 

The  SPEAKER  pro  tempore.  With- 
out objection,  a  second  will  be  consid- 
ered as  ordered. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Arizona  [Mr.  Uoall] 
will  be  recognized  for  20  minutes  and 
the  gentleman  from  Arizona  [Mr. 
McCain]  will  be  recognized  for  20  min- 
utes. 

The  Chair  recognizes  the  gentleman 
from  Arizona  [Mr.  Udall]. 
general  leave 

Mr.  UDALL.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  to  revise 
and  extend  their  remarks  on  the  legis- 
lation presently  under  consideration. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Arizona? 

There  was  no  objection. 

Mr.  UDALL.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consiune. 

Mr.  UDALL.  Mr.  Speaker.  H.R.  4216 
would  provide  for  the  replacement  of 
lands  of  the  Gila  Bend  Indian  Reser- 
vation in  southwestern  Arizona. 

The  history  of  the  Gila  Bend  Reser- 
vation and  the  need  for  this  legislation 
is  a  long  sad  story. 

Very  briefly,  in  1882.  the  United 
State  created  the  reservation  astride 
the  Gila  River  for  the  O'odham  Indi- 
ans who  had  lived  in  the  area  for  cen- 
turies. 


In  this  century,  the  United  States 
has  constructed  dams  upstream  and 
downstream  from  the  reservation.  The 
net  effects  on  the  reservation  of  oper- 
ation of  these  dams  include  dimin- 
ished water  quality  and  quantity,  and 
major  flooding  more  frequent  than  an- 
ticipated. 

A  1983  study  authorized  by  Congress 
concluded  that  the  flooding,  which 
has  occurred  in  a  flowage  easement 
condemned  by  the  United  States,  has 
rendered  all  of  the  reservation's 
arable,  irrigable  land  imsuitable  for 
agriculture. 

This  unsuitability  is  a  reflection  of 
economics  rather  than  quality  of  land 
and  availability  of  water.  The  uncer- 
tainty of  future  flooding  makes  the  re- 
peated effort  required  to  prepare  the 
land  for  farming  after  floods  a  very 
poor  investment. 

A  study  of  Federal  lands  within  100 
miles  of  Gila  Bend,  completed  in  1986. 
found  no  Federal  land  suitable  for  ex- 
change and  relocation  of  the  tribe  at 
reasonable  cost. 

The  800  members  of  the  tribe  at 
Gila  Bend  are  thus  without  a  land 
base  that  can  sustain  any  reasonable 
farming  or  grazing  economy.  A  majori- 
ty of  these  people  live  in  a  40-acre  vil- 
lage where  armual  per  capita  income  is 
barely  $1,000.  Unemployment  is  fully 
80  percent,  and  significant  economic 
opportunities  in  the  nearby  desert 
town  of  Gila  Bend  are  simply  non- 
existent. 

The  tribe  could  bring  a  variety  of 
legal  claims  against  the  United  States 
for  relief;  however,  these  would  be 
costly  and  offer  no  solution  to  the  im- 
mediate need  for  a  viable  reservation. 

H.R.  4216  would  authorize  three 
payments  to  the  tribe  of  $10  million 
each,  begiiming  in  fiscal  year  1988,  to 
be  used  for  acquisition  and  develop- 
ment of  private  lands  and  water 
rights.  In  return,  the  tribe  would 
assign  its  interests  to  9,880  acres  of  the 
10,297-acre  reservation  to  the  United 
States,  and  waive  and  release  all 
claims  it  has  against  the  United  States 
for  past  injuries  to  its  land  and  water 
rights. 

Although  the  $30  million  figure  may 
seem  high,  it  is  not  imreasonable.  The 
United  States,  as  trustee  for  the  tribe, 
has  a  responsibility  to  find  replace- 
ment lands  for  the  tribe.  This  is  espe- 
cially true  in  view  of  its  own  findings 
that  development  of  the  reservation's 
water  and  arable  land,  all  of  which  is 
in  a  reservoir  area,  is  not  a  prudent  in- 
vestment. 

H.R.  4216  would  relieve  the  United 
States  of  any  obligation  to  pursue  the 
tribe's  extremely  valuable  reserved 
water  rights  in  extensive  and  costly 
litigation  to  quantify  water  rights  in 
the  Gila  River  Basin. 

Enactment  would  also  leave  the 
United  States  with  no  contingent  li- 
ability to  the  tribe  requiring  construe- 
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tion of  expensive  irrigation  systems  or 
community  infrastructure. 

Given  the  funds  to  relocate  and  the 
flexibility  to  develop  a  variety  of  eco- 
nomic pursuits,  the  tribe's  dependence 
on  Federal  transfer  payments  would 
be  reduced. 

Enactment  of  H.R.  4216  would  pro- 
vide the  tribe  with  the  equitable 
means  to  match  the  rhetoric  of  Indian 
self-determination  and  self-sufficiency. 

I  Join  with  my  colleague  from  Arizo- 
na and  cosponsor  of  this  legislation, 
John  McCain,  in  strongly  urging  its 
passage  by  the  House. 

Mr.  McCAIN.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  as  an  original  cospon- 
sor of  H.R.  4216,  I  rise  in  support  of 
the  bill  to  provide  for  replacement  of 
certain  lands  on  the  Gila  Bend  Indian 
Reservation.  The  bill  would  authorize 
$10  million  a  year  for  3  years  so  that 
the  tribe  may  purchase  a  new  land 
base  and  have  capital  for  economic  de- 
velopment. In  return,  the  Tohono 
O'odham  Tribe  would  assign  all  of  its 
rights  and  interest  to  9,880  acres  of 
the  reservation  to  the  United  States, 
and  waive  all  its  claims  it  has  against 
the  United  States  for  past  injuries, 
and  transfer  to  the  United  States  any 
claim  it  has  to  the  Gila  River. 

Studies  authorized  by  Congress  in 
1982  have  found  that,  through  no 
fault  of  the  tribe,  the  present  land 
base  has  been  rendered  useless.  Be- 
cause it  is  located  in  the  flood  reser- 
voir of  the  Painted  Rock  Dam  it  has 
been  subjected  to  major  flooding 
which  brought  salt  cedar  thickets  into 
the  area.  It  is  estimated  that  it  would 
cost  between  $5  and  $7  million  to 
remove  the  salt  cedars  and  repair  the 
land  for  agriculture.  Another  study 
concluded  that  there  are  no  public 
lands  within  a  100-mile  radius  of  the 
reservation  suitable  for  exchange,  as 
provided  in  the  1982  act. 

In  1982,  Congress  recognized  that  an 
injustice  had  been  worked  on  the 
tribe,  however,  other  methods  of  com- 
pensating the  tribe  have  proved  un- 
workable. We  have  concluded  that  it  is 
,  in  the  best  interest  of  the  parties  to 
abandon  the  reservation  and  seek  new 
lands  and  economic  development.  It  is 
very  rare  for  the  chairman  and  myself 
to  support  taking  land  out  of  reserva- 
tion status.  The  Tohono  O'odham 
people  wish  to  make  a  new  economic 
life,  and  H.R.  4216  would  provide  them 
that  vehicle. 

D  1500 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time. 

Mr.  UDALL.  Mr.  Speaker,  I  have  no 
further  requests  for  time,  and  I  yield 
back  the  balance  of  my  time. 

Mr.  McCAIN.  Mr.  Speaker,  I  yield  2 
minutes  to  the  distinguished  gentle- 
man from  Pennsylvania  [Mr.  Walker]. 


Mr.  WALKER.  Mr.  Speaker,  I  thank 
the  gentleman  for  yielding  me  this 
time. 

Mr.  Speaker,  I  am  informed  that  the 
administration  would  oppose  enact- 
ment of  the  bill  we  have  before  \is  be- 
cause it  would  require  the  Federal 
Grovemment  to  pay  $30  million  of  tax- 
payer money  based  on  the  claim  that 
the  reservation  has  been  rendered  un- 
usable as  a  result  of  flooding  attrib- 
uted to  the  operation  of  the  Painted 
Rock  Dam  for  which  the  tribe  was 
compensated  for  any  flooding  when 
the  United  States  purchased  a  flowage 
easement  from  the  tribe  that  explicit- 
ly permitted  the  flooding  of  these  res- 
ervation lands. 

Moreover,  these  lands  could  be  re- 
stored to  the  condition  that  they  were 
in  prior  to  the  flooding  at  a  nominal 
cost  to  the  tribe.  Successful  farming 
operations  are  currently  underway  on 
other  similarly  situated  previously 
flooded  lands  adjacent  to  the  reserva- 
tion. 

Based  upon  those  considerations, 
$30  million  does  seem  like  a  consider- 
able expense.  So,  therefore,  the  ad- 
ministration has  indicated  its  opposi- 
tion to  this  legislation,  and  I  too  would 
indicate  that  I  would  be  opposed  to 
the  bill. 

Mr.  McCAIN.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Also  I  will  yield  to  my  distinguished 
colleague,  the  gentleman  from  Arizona 
[Mr.  Udall]  in  just  a  moment.  But  I 
would  like  to  respond  to  a  couple  of 
the  statements  made  by  the  gentle- 
man from  Pennsylvania,  if  I  might. 

Thirty  million  dollars  is  indeed  a 
great  deal  of  money,  Mr.  Speaker. 

I  would  like  to  mention  that  in 
return,  the  United  States  would  re- 
ceive full  title  to  almost  10,000  acres 
with  unquantified  water  rights.  Addi- 
tionally, the  United  States  will  forgo 
the  costs  of  rehabilitating  the  lands, 
which  is  $5  million  to  $7  million  ini- 
tially, and  $1  million  to  $2  million  an- 
nually. 

While  it  caxmot  be  precisely  meas- 
ured. $30  million  could  be  on  the  low 
side  when  we  are  looking  at  the  overall 
costs. 

As  far  as  the  administration  claims 
that  the  tribe  has  already  been  paid, 
let  me  point  out  that  the  Corps  of  En- 
gineers and  the  Bureau  of  Indian  Af- 
fairs negotiated  the  amount  for  these 
flowage  easements  and  did  not  allow 
the  tribe  to  appeal.  Thus  the  amount, 
which  cannot  be  foimd  in  the  tribe's 
accoimts,  was  approximately  one-half 
to  one-third  of  that  paid  non-Indians. 
Further,  the  United  States  has  a  trust 
responsibility  to  provide  these  people 
the  opportunity  to  succeed,  not  take 
advantage  of  them  in  self  dealing. 

As  far  as  the  issue  of  the  land  being 
able  to  be  farmed,  let  me  just  point 
out  that  I  have  been  unable  to  find 
any,  nor  do  I  believe  my  colleague 
from  Arizona  could  find  any  similar 


areas  that  are  being  farmed  in  a  flood 
zone.  I  do  not  see  how  it  can  be  pro- 
ductive, and  indeed  if  faming  is 
taking  place  in  flood  zones  it  would  be 
only  for  tax  losses.  That  certainly  is 
not  the  reason  why  the  Tohono 
O'odham  Tribe  would  be  farming  this 
land  at  this  time. 

Mr.  Speaker,  I  yield  such  time  as  he 
may  consume  to  the  gentleman  from 
Arizona  [Mr.  Udall],  my  distinguished 
colleague  who  also  is  a  cosponsor  of 
this  legislation.  I  am  sure  he  would 
like  to  respond  to  the  gentleman  from 
Pennsylvania  [Mr.  Walker]. 

Mr.  UDALL.  Mr.  Speaker,  the  other 
gentleman  from  Arizona  has  made  the 
points  I  wish  to  make  in  response  to 
the  gentleman  from  Pennsylvania. 

It  is  not  as  though  Uncle  Sam  could 
say  to  the  Indians.  "Goodbye;  we 
flooded  your  lands  and  ruined  them 
and  made  them  unproductive,  and  now 
go  fend  for  yourself."  We  have  contin- 
gent legal  obligations. 

The  tribe  could  and  would  take  the 
Goverrmient  to  court.  We  might  end 
up  paying  a  lot  more  money  than  we 
will  pay  for  this  agreed  upon  settle- 
ment. And  when  it  is  all  over,  the 
United  States  will  have  the  10,000 
acres  of  potentially  valuable  land  that 
they  do  not  have  now. 

So  this  is  not  a  giveaway.  There  is 
justification  for  it,  and  I  regret  the  ad- 
ministration has  taken  the  narrow  po- 
sition they  have. 

Mr.  McCAIN.  If  I  might  reclaim  my 
time.  Mr.  Speaker,  I  would  just  like  to 
say  also  that  the  gentleman  from  Ari- 
zona and  myself  have  urged  all  Indian 
tribes  throughout  this  country,  but 
also  in  Arizona,  to  involve  themselves 
in  negotiated  settlements.  Negotiated 
settlements  are  far  better  than  litiga- 
tion which  sometimes  takes  10.  20,  30 
or  40  years,  with  the  taxpayers  bear- 
ing the  burden  of  the  enormous  litiga- 
tion costs. 

I  believe  this  settlement  is  in  fair- 
ness to  the  U.S.  Government,  the  tax- 
payers and  the  people  of  the  Tohono 
O'odham  Tribe.  I  think  that  if  we 
reject  this  settlement  it  will  send  a 
signal  throughout  Indian  country  in 
this  Nation  that  negotiated  settle- 
ments are  not  a  viable  option. 

When  negotiated  settlements  are 
agreed  to,  they  constitute  a  great  sav- 
ings to  the  taxpayers  said  relieve  them 
of  the  burden  of  litigation  from  the 
tribes  who  have  other  pursuits  which 
they  need  to  engage  in  order  to  fur- 
ther their  own  development. 

Mr.  Speaker.  I  have  ho  further  re- 
quests for  time,  and  I  yield  back  the 
balance  of  my  time. 

The  SPEAKER  pro  tempore  (Mr. 
KosTMAYER).  The  question  is  on  the 
motion  offered  by  the  gentleman  from 
Arizona  [Mr.  Udall]  that  the  House 
suspend  the  rules  and  pass  the  bill, 
H.R.  4216.  as  amended. 

The  question  was  taken. 
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Mr.  WALKER.  Mr.  Speaker,  on  that 
I  demand  the  yeas  and  nays. 

The  yeas  and  nays  were  refused. 

Mr.  WALKER.  Mr.  Speaker,  I  object 
to  the  vote  on  the  ground  that  a 
quonun  is  not  present  and  make  the 
point  of  order  that  a  quorum  is  not 
present.        

The  SPEAKER  pro  tempore.  Pursu- 
ant to  clause  5,  rule  I,  and  the  Chair's 
prior  announcement,  further  proceed- 
ings on  this  motion  will  be  postponed. 

The  point  of  no  quorum  is  consid- 
ered withdrawn. 


TOHONO    O'ODHAM   TAT   MOMO- 
LIKOT  DAM  SETTLEMENT  ACT 

Bir.  UDALL.  Mr.  Speaker.  I  move  to 
suspend  the  rules  and  pass  the  bill 
(HJl.  4217)  to  provide  for  the  settle- 
ment of  certain  claims  of  the  Papago 
Tribe  of  Arizona  arising  from  the  con- 
struction of  Tat  Momolikot  Dam.  and 
for  other  puriTOses.  as  amended. 

The  Clerk  read  as  follows: 

H.R.  4217 
Be  it  enacted  by  the  Senate  and  House  of 
Repmentatives    of  the    United   States   of 
America  in  Congress  assenMed, 

SHORT  TTTLX 

Sktioii  1.  This  Act  may  be  cited  as  the 
"Tohono  O'odham  Tat  Momolikot  Dam  Set- 
tlement Act". 

COKGRKSSIONAL  mfDINCS 

Ssc.  2.  The  Congress  finds  that— 

(1)  it  is  the  policy  of  the  United  States  to 
settle,  wherever  possible,  the  land  claims  of 
Indian  tribes  without  costly  and  lengthy  liti- 
gation: 

(2)  Tat  Momolikot  Dam  was  constructed 
in  1974  by  the  Corps  of  Engineers,  Depart- 
ment of  the  Army,  on  lands  belonging  to  the 
Tohono  O'odham  Indians  to  provide  off-res- 
ervation flood  protection  to  Pinal  County. 
Arizona,  and  water  conservation  for  the 
tribe: 

(3)  the  O'odham  agreed  to  grant  appropri- 
ate rights  to  approximately  five  thousand 
three  hundred  and  twenty-four  acres  of 
land  for  the  Tat  Momolikot  project  on  con- 
dition that  the  United  States  provide  cer- 
tain water  conservation,  irrigation,  fish  and 
wildlife  and  other  benefits  to  the  tribe: 

<4)  the  United  States  has  failed  to  provide 
those  benefits; 

(5)  as  a  result,  the  United  States  has 
failed  to  acquire  appropriate  rights  to  the 
lands  required  for  the  construction  of  the 
dam  and  its  reservoir: 

(6)  the  claims  of  the  O'odham  for  dam- 
ages for  the  use  of  tribal  land  by  the  United 
States  without  authorization  by  the  tribe  or 
compensation  to  it  are  the  subject  of  pro- 
spective lawsuits  against  the  United  States; 

(7)  it  is  in  the  long-term  Interest  of  the 
United  States  and  the  Tohono  O'odham  In- 
dians to  provide  a  fair  and  equitable  settle- 
ment of  the  claims  of  the  O'odham  for  the 
injuries  they  have  sustained; 

(8)  the  settlement  contained  in  tills  Act 
wUl- 

(A)  provide  fair  and  equitable  compensa- 
tion and  other  valuable  considerations  to 
the  Tohono  O'odham  Indians  and  the 
former  residents  of  Tat  Momoli  village;  and 

(B)  secure  for  the  United  States  appropri- 
ate rights  for  Tat  Momolikot  Dam  and  its 
reservoir. 


DEniflTIONS 

Sec.  3.  For  the  purposes  of  this  Act,  the 
term— 

(1)  "tribe"  means  the  Tohono  O'odham 
Nation,  formerly  Icnown  as  the  Papago 
Tribe  of  Arizona,  oreranized  under  section  16 
of  the  Act  of  June  18,  1934  (48  SUt.  987;  25 
U.S.C.  478); 

(2)  "Secretary"  means  the  Secretary  of 
the  Interior;  unless  otherwise  specified;  and, 

(3)  "Tat  Momolikot  Dam"  means  the  dam 
constructed  by  the  Corps  of  Engineers,  De- 
partment of  the  Army,  on  Santa  Rosa  Wash 
in  the  Sif  Oidak  District  of  the  Sells  Papago 
Reservation. 

PAYMENTS  TO  TRIBE:  UMITS  ON  SECRETARY'S 
LIABIUTY 

Sec.  4.  (a)  If  the  tribe  executes  the  waiver 
and  release  referred  to  in  section  6<a><I)  and 
the  grant  of  rights  referred  to  in  section 
6(aH2),  the  Secretary  of  the  Treasury  shall 
pay  to  the  authorized  governing  body  of  the 
tribe  the  sum  of  $6,000,000  for  the  benefit 
of  the  tribe,  together  with  interest  accruing 
on  such  sum  from  the  date  of  enactment  of 
this  Act  at  a  rate  determined  by  the  Secre- 
tary of  the  Treasury  talUng  into  consider- 
ation the  average  market  yield  on  Federal 
obligations  of  comparable  maturity. 

(b)  The  tribe  shall  invest  sums  received 
under  this  section  in  interest  bearing  depos- 
its and  securities  until  expended.  The  au- 
thorized governing  body  of  the  tribe  may 
spend  the  principal  and  interest  and  divi- 
dends accruing  on  such  sums  for  economic 
and  community  development  and  other 
tribal  purposes:  Provided,  That  the  sum  of 
$100,000  shall  \>e  distributed  by  the  tribe,  on 
a  fair  and  equitable  basis,  among  those  six 
individuals  who  were  heaids  of  households 
residing  at  Tat  Momoli  village  in  1969  and 
owned  improvements  at  said  village,  or 
among  their  heirs.  No  portion  of  the  funds 
received  under  subsection  (a)  shall  be  used 
for  per  capita  payments. 

(c)  The  Secretary  shaU  not  be  responsible 
for  the  review,  approval  or  audit  of  the 
moneys  referred  to  in  this  section,  nor  shall 
the  Secretary  be  subject  to  liability  for  any 
claim  or  cause  of  action  arising  from  the 
Tribe's  use  and  expenditure  of  such  moneys. 

AUTHORIZATION  OP  APPROPRIATIONS 

Sec.  5.  Effective  October  1,  1987,  there  are 
authorized  to  be  appropriated  such  sums  as 
are  necessary  to  carry  out  the  purposes  of 
section  4  of  this  Act. 

WAIVER  AND  RELEASE  OP  CLAIMS 

Sec.  6.  (a)  The  Secretary  shall  be  required 
to  carry  out  his  obUgations  under  this  Act 
only  if,  within  one  year  after  the  date  of  en- 
actment of  this  Act,  the  Papago  Tribe  exe- 
cutes- 
CD  a  waiver  and  release  in  a  manner  satis- 
factory to  the  Secretary  of  any  and  all 
claims  arising  from  the  use  of  tribal  land  in 
connection  with  the  construction  of  Tat  Mo- 
molikot Dam  and  its  reservoir  prior  to  the 
date  of  enactment  of  this  Act;  and 

(2)  a  grant  of  appropriate  rights  for  said 
dam  and  reservoir. 

(b)  The  wavier  and  release  referred  to  in 
subsection  (a)(1)  and  the  grant  of  appropri- 
ate rights  referred  to  in  subsection  (a)(2) 
shall  not  take  effect  until  such  time  as  the 
funds  authorized  to  be  paid  to  the  Tribe 
have  ben  appropriated  and  the  payments  re- 
ferred to  in  section  4  have  been  made. 

HAZARD  REDUCTION 

Sec.  7.  Within  two  years  after  the  date  of 
enactment  of  this  Act,  the  Secretary  shall 
construct  such  fences  and  cattleguards  in 
the  immediate  vicinity  of  Tat  Momolikot 


Dam  and  its  reservoir  as  may  be  necessary 
to  protect  livestock. 

COMPLIANCE  WITH  BUDGET  ACT 

Sec.  8.  No  authority  under  this  title  to 
enter  into  contracts  or  to  make  payments 
shall  be  effective  except  to  the  extent  and 
in  such  amounts  as  provided  in  advance  in 
appropriations  Acts.  Any  provision  of  this 
title  which,  directly  or  indirectly,  authorizes 
the  enactment  of  new  budget  authority 
shall  be  effective  only  for  fiscal  years  l>egin- 
ning  after  September  30, 1987. 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  a  second  is  not  re- 
quired on  this  motion. 

The  gentleman  from  Arizona  [Mr. 
Udall]  will  be  recognized  for  20  min- 
utes and  the  gentleman  from  Arizona 
[Mr.  McCain]  will  be  recognized  for  20 
minutes. 

The  Chair  recognizes  the  gentleman 
from  Arizona  [Mr.  Udall.]. 

GENERAL  LEAVE 

Mr.  UDALL.  Mr.  Speaker.  I  ask 
unanimous  consent  to  revise  and 
extend  my  remarks,  and  that  all  Mem- 
bers may  have  5  legislative  days  in 
which  to  revise  and  extend  their  re- 
marks on  the  bill  presently  under  con- 
sideration. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Arizona? 

There  was  no  objection. 

Mr.  UDALL.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  H.R.  4217  would  settle 
a  12-year-old  dispute  between  the 
Tohono  O'odham  Indians  and  the 
United  States  concerning  construction 
of  Tat  Momolikot  Dam  and  reservoir 
on  the  tribe's  reservation  in  south  cen- 
teral  Arizona. 

Congress  authorized  the  dam  in  1965 
to  provide  flood  control  for  communi- 
ties and  farms  north  of  the  reservation 
that  has  been  severely  damaged  by 
floods  in  the  1950's. 

The  Tat  Momolikot  project  called 
for  the  tribe  to  provide  the  land  for 
the  dam  site  and  a  flowage  easement 
for  the  reservoir.  The  Corps  of  Engi- 
neers would  build  the  dam,  and  the 
Bureau  of  Indian  Affairs  would  build 
an  irrigation  project  for  the  tribe  that 
would  also  provide  fish,  wUdlife,  and 
recreation  benefits. 

After  the  dam  was  completed  in 
1974.  the  tribe  realized  that  the  Feder- 
al Government  was  not  going  to  deliv- 
er the  promised  irrigation  project  and 
related  benefits.  Understandably,  they 
refused  to  accept  pajrment  for  the 
easement  or  provide  rights  to  the  dam 
site. 

Twelve  years  later,  the  United  States 
is  still  without  appropriate  land  rights 
for  one  of  the  largest  earthen  dams  in 
the  country,  the  tril>e  has  yet  to  bene- 
fit from  the  project. 

At  the  Interior  Committee's  hearing 
on  the  bill,  the  administration  pro- 
posed that  the  tribe  forego  the  irriga- 
tion project  and  accept  a  cash  settle- 
ment for  the  value  of  their  land  and 
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the  flowage  easement,  with  interest 
from  1972. 

The  tribe  agreed,  provided  that  the 
settlement  include  fair  compensation 
for  the  loss  of  the  irrigation  project 
and  related  benefits.  These  benefits 
were  a  major  reason  the  tribe  agreed 
to  the  dam  in  the  first  place. 

H.R.  4217  would  provide  a  one-time 
$6  million  payment  to  the  tribe  in 
fiscal  year  1988.  In  return  the  United 
States  would  receive  appropriate 
rights  to  the  dam  site  and  a  flowage 
easement. 

This  settlement  would  relieve  the 
United  States  of  any  obligation  to  con- 
struct and  operate  an  irrigation 
project  of  dubious  economic  feasibili- 
ty. 

It  would  also  relieve  the  tribe  and 
the  United  States  of  the  expense  of 
litigating  a  solution  to  this  situation. 

H.R.  4217  provides  a  long  overdue 
compromise  that  is  both  equitable  and 
cost  effective.  I  urge  its  adoption  by 
the  House. 

Mr.  McCAIN.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Spealcer,  as  an  original  cospon- 
sor  I  rise  in  support  of  H.R.  4217,  a  bill 
to  settle  a  dispute  arising  out  of  the 
construction  of  the  Tat  Momolikot 
flood  control  project  in  the  early 
1970's.  It  would  authorize  a  $6  million 
pajrment  to  the  tribe  as  a  replacement 
for  the  benefits  promised  to  the  tribe 
for  allowing  the  construction  of  the 
dam  on  tribal  lands.  In  return  the 
tribe  will  waive  all  claims  connected 
with  the  construction  of  the  dam,  and 
grant  the  Corps  of  Engineers  all  the 
appropriate  rights  and  easements  for 
the  operation  of  the  dam. 

The  dam  was  authorized  in  1965  and 
completed  in  1974.  The  tribe  was  to  re- 
ceive an  irrigation  project,  recreation 
benefits,  a  fish  hatchery,  and  other 
benefits.  Because  of  several  factors,  in- 
cluding building  the  dam  at  a  different 
site  than  originally  agreed  upon,  there 
is  very  little  water  behind  the  dam- 
usually  it  is  Just  a  pool  of  mud.  Be- 
cause of  this  the  tribe  has  refused  to 
accept  payment  for  the  flowage  ease- 
ment, nor  provide  the  appropriate 
legal  rights  for  operation  of  the  dam. 
H.R.  4217  would  settle  this  dispute. 

The  administration  has  no  objection 
to  the  bill,  and  I  urge  its  speedy  pas- 
sage. 

D  1510 

Mr.  Speaker,  I  have  no  further  re- 
quests for  time,  and  I  yield  back  the 
balance  of  my  time. 

Mr.  UDALL.  Mr.  Speaker,  I  have  no 
further  requests  for  time,  and  I  yield 
back  the  balance  of  my  time. 

The  SPEAKER  pro  tempore  (Mr. 
DuKBiH).  The  question  Is  on  the 
motion  offered  by  the  gentleman  from 
Arizona  [Mr.  Udall]  that  the  House 
suspend  the  rules  and  pass  the  bill, 
HJl.  4217,  as  amended. 


The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof) 
the  rules  were  suspended  and  the  bUl, 
as  amended,  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


PROVIDING  PROCEDURES  FOR 
REVIEW  OP  TRIBAL  CONSTITU- 
TIONS AND  BYLAWS  OR 
AMENDMENTS 

Mr.  UDALL.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  immediate 
consideration  of  the  bill  (H.R.  1915)  to 
establish  procedures  for  review  of 
tribsd  constitutions  and  bylaws  or 
amendments  thereto  pursuant  to  the 
act  of  June  18, 1934  (48  Stat.  987). 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Arizona? 

Mr.  McCAIN.  Mr.  Speaker,  reserving 
the  right  to  object,  and  I  shall  not 
object,  I  yield  to  the  gentleman  from 
Arizona  [Mr.  Udall],  the  chairman  of 
the  committee,  to  explain  the  bill. 

Mr.  UDALL.  Mr.  Speaker,  H.R.  1915 
is  a  bill  which  provides  some  guide- 
lines for  secretarial  approval  of  tribal 
constitutions  under  the  1934  Indian 
Reorganization  Act.  Namely,  the  bill 
gives  the  Secretary  of  the  Interior  180 
days  to  call  an  election  for  the  approv- 
al of  a  proposed  tribal  constitution.  In 
the  cases  of  amendments  to  existing 
constitutions,  he  is  given  90  days. 

This  bill  is  really  nothing  more  than 
a  technical  clarification  of  the  1934 
act.  The  administration  supported  the 
bill  during  the  committee's  hearings 
on  this  bill  and  the  committee  incorpo- 
rated all  of  the  administration's  rec- 
ommendations when  the  bill  was  re- 
ported out  of  the  committee. 

This  bill  contains  no  authorization 
for  additional  appropriations  of  Feder- 
al funds. 

Mr.  McCAIN.  Further  reserving  the 
right  to  object.  Mr.  Speaker,  H.R.  1915 
would  require  the  Secretary  of  the  In- 
terior to  call  for  an  election  to  adopt 
or  amend  a  tribal  constitution  within  a 
certain  timeframe  upon  a  request  from 
a  tribe.  The  ninth  circuit  recently 
ruled  that  the  Secretary  must  call 
these  elections  under  current  law. 
H.R.  1915  is  supported  by  the  adminis- 
tration and  tribes,  and  I  support  the 
bill  because  Congress  should  authorize 
the  procedural  change  in  regulations, 
and  not  the  courts. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Arizona? 

There  was  no  objection. 

The  Clerk  read  the  bill,  as  follows: 

H.R. 1915 
Be  it  enacted  by  the  Senate  aiui  House  of 
Representatives    of  the    United   States   of 
America  in  Congress  assembled, 


Sec.  2.  For  the  purpose  of  this  Act,  the 
term— 

(a)  "Secretary"  shall  mean  the  Secretary 
of  the  Interior,  and 

(b)  "the  Act"  shall  mean  the  Act  of  June 
18.  1934  (48  SUt.  987). 

Sec.  3.  When  a  tribe  requests  the  Secre- 
tary to  call  an  election  to  ratify  a  constitu- 
tion and  bylaws  or  amendments  thereto 
pursuant  to  section  16  of  the  Act,  such  elec- 
tion shall  be  called  by  the  Secretary  within 
ninety  days  of  the  receipt  of  such  tribal  re- 
quest. 

Sec.  4.  If  the  Secretary  refuses  to  approve 
or  disapprove  a  tribal  constitution  and 
bylaws  or  amendments  thereto  within 
ninety  days  after  such  documents  has  been 
ratified  by  the  tribe  pursuant  to  an  election 
called  under  section  16  of  the  Act,  such  ap- 
proval shall  be  deemed  to  have  been  made. 

Sec.  5.  Whenever  the  Secretary  refuses  to 
approve  pursuant  to  section  16  of  the  Act, 
any  tribal  constitution  or  bylaws  or  amend- 
ments thereto  or  other  tribal  laws  requiring 
his  approval  under  such  constitution  and 
bylaws,  he  shall  provide  the  tribe  with  a 
legal  analysis  explaining  why  such  docu- 
ment is  in  violation  of  Federal  law. 

coufrrrEE  amztoiiemt  Uf  the  mature  or  a 

SUBSTITUTE 

The  SPEAKER  pro  tempore.  The 
Clerk  will  report  the  committee 
amendment  in  the  nature  of  a  substi- 
tute. 

The  Clerk  read  as  follows: 

Committee  amendment  in  the  nature  of  a 
substitute:  Strike  out  all  after  the  enacting 
clause  and  insert  in  lieu  thereof: 

Section  1.  For  the  purpose  of  this  Act,  the 
term: 

(a)  "Secretary"  means  the  Secretary  of 
the  Interior; 

(b)  'the  Act"  means  the  Indian  Reorgani- 
zation Act  of  June  18.  1934  (48  SUt.  984),  as 
amended:  and 

(c)  "appropriate  tribal  request"  means  % 
request  submitted  by  a  tribal  government 
under  regulations  prescribed  by  the  Secre- 
tary. 

Sec.  2.  (a)  The  Secretary  shall  complete  a 
formal  technical  and  legal  review  of  any 
tribal  constitution  proposed  under  the  Act 
and  call  an  election  on  the  adoption  of  such 
constitution  witiiin  180  days  following  the 
receipt  of  an  appropriate  tribal  request  for 
the  election.  Following  completion  of  this 
review  and  prior  to  the  requested  election, 
the  Secretary  shall  notify  the  tribe  In  writ- 
ing whether  the  proposed  constitution  is  in- 
consistent with  Federal  law. 

(b)  The  Secretary  shall  complete  a  formal 
technical  and  legal  review  of  any  tribal  re- 
quest to  amend  a  constitution  or  to  adopt 
new  or  amended  bylaws  and  call  an  election 
for  approval  of  such  proposal  within  90  days 
following  the  receipt  of  an  appropriate 
tribal  request  for  the  election.  Following 
completion  of  this  review  and  prior  to  the 
requested  election,  the  Secretary  sliall 
notify  the  tribe  in  writing  whether  the  pro- 
posal is  inconsistent  with  Federal  law.  A 
complete  revision  of  an  existing  tribal  con- 
stitution shall  be  subject  to  review  pursuant 
to  subsection  (a)  of  this  section  and  shall 
not  be  considered  an  amendment. 

Sec.  3.  Following  tribal  adoption  of  a  pro- 
posed constitution,  bylaws  or  amendments 
at  an  election  called  under  section  2  of  this 
Act.  the  Secretary  shall  approve  or  disap- 
prove such  proposal  within  45  days  after  the 
election  results  are  certified.  If  the  Secre- 
tary does  not  approve  or  disapprove  the  pro- 
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posed  constitution,  bylaws,  or  amendments 
within  the  specified  4S-day  period,  such  pro- 
posal shall  be  considered  approved  by  the 
Secretary  for  the  purposes  of  the  Act  and 
any  provision  of  a  tribal  constitution  requir- 
ing approval  by  the  Secretary. 

Sk.  4.  Whenever  the  Secretary  refuses  to 
approve  pursuant  to  section  16  of  the  Act, 
any  tribal  constitution  or  bylaws  or  amend- 
ments thereto  or  other  tribal  laws  requiring 
his  approval  imder  such  constitution  and 
bylaws,  he  shall  provide  the  tribe  with  a 
legal  analysis  explaining  why  such  docu- 
ment is  in  violation  of  Federal  law. 

Mr.  UDALL  (dtiring  the  reading). 
Mr.  Speaker,  I  ask  unanimous  consent 
that  the  committee  amendment  be 
considered  as  read  and  printed  in  the 

RSCORD.  

The  SPELAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Arizona? 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  committee  amend- 
ment in  the  nature  of  a  substitute. 

The  committee  amendment  in  the 
nature  of  a  substitute  was  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the 
third  time,  and  passed,  and  a  motion 
to  reconsider  was  laid  on  the  table. 


GENERAL  LEAVE 

Mr.  UDALL.  Mr.  Speaker,  I  ask 
unanimous  consent  that  aU  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on 
H.R.  1915;  the  bill  Just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Arizona? 

There  was  no  objection. 


SALT  RIVER  PIMA-MARICOPA 
JURISDICTION  BILL 

Mr.  UDALL.  Mr.  Speaker.  I  ask 
unanimous  consent  for  the  immediate 
consideration  of  the  bill  (H.R.  4900)  to 
provide  for  the  proper  administration 
of  Justice  within  the  boundaries  of  the 
Salt  River  Pima-Maricopa  Indian 
Community. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Arizona? 

Mr.  McCAIN.  Mr.  Speaker,  reserving 
the  right  to  object,  and  I  shall  not 
object,  I  yield  to  the  gentleman  from 
Arizona  [Mr.  Udaix],  the  chairman  of 
the  committee,  to  explain  the  bill. 

Bto.  UDALL.  Mr.  Speaker,  H.R.  4900 
is  a  bill  which  would  grant  to  the  Salt 
River  Pima-Maricopa  Indian  Commu- 
nity in  Arizona  criminal  jurisdiction 
over  anyone  committing  a  misdemean- 
or offense  on  the  reservation.  This  bill 
would  improve  the  implementation  of 
law  and  order  on  the  reservation  and 
might  result  in  bringing  to  justice  cer- 
tain offenders  who  might  not  have 
otherwise  been  prosecuted.  This  bill 
does  not  call  for  the  appropriation  of 
additional  Federal  funds  and  has  the 


support  of  the  administration,  the  stu-- 
rounding  communities,  the  tribe,  and 
the  State  of  Arizona. 

Mr.  McCAIN.  Mr.  Speaker,  further 
reserving  the  right  to  object,  I  spon- 
sored the  measure  to  grant  the  Salt 
River  community  criminal  jurisdiction 
over  non-Indians  in  order  to  bring 
equity  to  a  situation  in  the  east  vaUey 
of  the  Phoenix  metropolitan  area. 

Over  80,000  persons  traverse  the  res- 
ervation each  day,  yet  the  tribe  has  no 
jurisdiction  over  these  people  to  en- 
force their  laws  concerning  public  con- 
sumption of  alcohol,  dumping  of  trash 
on  public  and  private  lands,  or  traffic 
control.  The  bill  is  supported  by  the 
Governor  of  Arizona,  the  State  attor- 
ney general,  the  county  board  of  su- 
pervisors, and  the  mayors  of  aU  the 
surrounding  non-Indian  communities 
and  the  administration. 

Mr.  Speaker,  this  legislation  is  by  no 
means  precedent-setting  but  it  is 
unique  for  a  unique  situation. 

I  thank  the  committee  chairman  for 
his  assistance  on  the  bill. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Arizona? 

There  was  no  objection. 

The  Clerk  read  the  bill,  as  follows: 
H.R.  4900 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  the 
Congress  hereby  finds  that  (a)  the  Salt 
River  Pima-Maricopa  Indian  Reservation 
was  established  on  Federal  lands  for  the 
purpose  of  providing  a  place  for  members  of 
the  Salt  River  Pima-Maricopa  Indian  Com- 
munity ta  live  in  peace  and  prosperity  with 
other  persons  in  Arizona. 

(b)  The  Salt  River  Pima-Maricopa  Indian 
Community  Reservation  is  located  within 
the  eastern  end  of  the  Phoenix-Scottsdale- 
Mesa-Tempe  metropolitan  area  and  many 
thousands  of  non-Indians  from  those  com- 
munities regularly  transverse  the  Salt  River 
Pima-Maricopa  Indian  Community's  reser- 
vation and  the  courts  of  the  Salt  River 
Pima-Maricopa  Indian  Community  do  not 
have  the  Jurisdiction  to  control  criminal  ac- 
tivity by  non-Indians  within  the  Communi- 
ty. 

(c)  All  persons  have  the  right  to  appeal 
decisions  concerning  their  constitutional 
protections,  as  defined  by  the  Bill  of  Rights 
of  the  United  States  Constitution,  to  the 
Federal  court  system  whether  within  the  ju- 
risdiction of  a  State  or  an  Indian  tribe. 

(d)  The  Salt  River  Pima-Maricopa  Indian 
Community  has  a  long  established  court 
system  where  the  judges  serve  fixed  terms 
and  do  not  serve  at  the  pleasure  of  the  Salt 
River  Pima-Maricopa  Indian  Community 
Council. 

(e)  The  Chief  Judge  of  the  Salt  River 
Pima-Maricopa  Indian  Community  Court  is 
elected  by  a  vote  of  the  people  and  the  juve- 
nile and  associate  judges  are  appointed  by 
the  President  of  the  Salt  River  Pima-Mari- 
copa Indian  Community  subject  to  the  con- 
firmation of  the  Community  Coimcil. 

(f)  The  Salt  River  Pima-Maricopa  Indian 
Community  has  close  relations  with  the  mu- 
nicipalities surrounding  it  and  the  cities  of 
Phoenix,  Mesa,  Tempe,  and  Scottsdale  have 


endorsed  the  granting  of  Jurisdiction  provid- 
ed in  this  Act,  to  address  the  unique  en- 
forcement situation  surrounding  the  com- 
munity. 

Sbc.  2.  (a)  The  United  SUtes  hereby 
grants  to  the  Salt  River  Pima-Maricopa 
Indian  Community  the  Jurisdiction  to  try  in 
the  courts  of  the  Salt  River  Pima-Maricopa 
Indian  Community  any  persons  who  while 
within  its  territory  commits  a  misdemeanor 
offense  as  defined  by  the  criminal  ordi- 
nances of  the  Salt  River  Pima-Maricopa 
Indian  Community. 

(b)  The  courts  of  the  Salt  River  Pima- 
Maricopa  Indian  Community  shall  be  bound 
by  the  applicable  provisions  of  the  Indian 
ClvU  Rights  Act  (Public  Law  90-284,  title  II, 
sec.  202,  82  SUt.  77),  which  limits  the  penal- 
ties tribal  courts  can  impose  and  awards  per- 
sons within  the  Jurisdiction  of  Indian  tribes 
rights  similar  to  those  provided  all  citizens 
in  the  Bill  of  Rights  of  the  United  SUtes 
Constitution. 

COIOf ITTEE  AMENDlfENT  IN  THE  NATURE  OF  A 
StTBSTITUTE 

The  SPEAKER  pro  tempore.  The 
Clerk  will  report  the  committee 
amendment  in  the  nature  of  a  substi- 
tute. 

The  Clerk  read  as  follows: 

Committee  amendment  in  the  nature  of  a 
substitute:  Strike  out  all  after  the  enacting 
clause  and  insert: 
That  the  Congress  hereby  finds  that: 

(a)  The  Salt  River  Pima-Maricopa  Indian 
Reservation  was  established  on  Federal 
lands  for  the  purpose  of  providing  a  place 
for  members  of  the  Salt  River  Pima-Marico- 
pa Indian  Community  to  live  in  peace  and 
prosperity  with  other  persons  in  Arizona. 

(b)  The  Salt  River  Pima-Maricopa  Indian 
Community  Reservation  is  located  within 
the  eastern  end  of  the  Phoenix-Scottsdale- 
Mesa-Tempe  metropolitan  area  and  many 
thousands  of  non-Indians  from  those  com- 
munities regularly  transverse  the  Salt  River 
Pima-Maricopa  Indian  Community's  reser- 
vation. 

(c)  The  courts  of  the  Salt  River  Pima- 
Maricopa  Indian  Community  do  not  have 
the  jurisdiction  to  control  criminal  activity 
by  non-Indians  within  the  Salt  River  Pima- 
Maricopa  Indian  Reservation. 

(d)  All  persons  have  the  right  to  appeal 
decisions  concerning  their  personal  liberty 
to  the  Federal  court  system  whether  within 
the  Jurisdiction  of  a  State  or  an  Indian 
tribe. 

(e)  The  Salt  River  Pima-Maricopa  Indian 
Community  has  a  long  established  court 
system  where  the  judges  serve  fixed  terms 
and  do  not  serve  at  the  pleasure  of  the  Salt 
River  Pima-Maricopa  Indian  Community 
Council. 

(f)  The  Chief  Judge  of  the  Salt  River 
Pima-Maricopa  Indian  Community  Court  is 
elected  by  a  vote  of  the  people  and  the  juve- 
nile and  associate  Judges  are  appointed  by 
the  President  of  the  Salt  River  Pima-Mari- 
copa Indian  Community  subject  to  the  con- 
firmation of  the  Community  Council. 

(g)  The  Salt  River  Pima-Maricopa  Indian 
Community  has  close  relations  with  the  mu- 
nicipalities surrounding  it  and  the  cities  of 
Phoenix.  Mesa,  Tempe  and  Scottsdale  has 
endorsed  the  granting  of  jurisdiction  provid- 
ed in  this  Act,  to  address  the  unique  en- 
forcement situation  surrounding  the  com- 
munity. 

Sec.  2.  (aKl)  The  criminal  ordinances  of 
the  Salt  River  Pima-Maricopa  Indian  Com- 
munity which  provide  for  misdemeanor  of- 
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fenses  shall  have  the  force  of  law  In  the 
area  within  the  boundaries  of  the  Salt  River 
Pima-Maricopa  Indian  Reservation  and 
shall  apply  with  respect  to  acts  and  omis- 
sions committed  in  such  area  by  any  person, 
without  regard  to  whether  such  person  is  an 
Indian  or  the  interests  of  any  Indian  are  af- 
fected by  such  acts  or  omissions. 

(2)  The  courts  of  the  Salt  River  Pima- 
Maricopa  Indian  Community  shall  have  ex- 
clusive jurisdiction  over  misdemeanor  of- 
fenses committed  in  the  area  within  the 
boundaries  of  the  Salt  River  Pima-Maricopa 
Indian  Reservation  in  violation  of  the  crimi- 
nal ordinances  of  the  Salt  River  Pima-Mari- 
copa Indian  Community  by  any  person, 
without  regard  to  whether  such  person  Is  an 
Indian  or  the  interests  of  any  Indian  are  af- 
fected by  such  violation. 

(3)  Persons  appearing  before  the  Salt 
River  Pima-Maricopa  Indian  Community 
Court  shall  be  accorded  the  same  rights, 
protections,  privileges  and  immunities  under 
the  provisions  of  the  Fourteenth  Amend- 
ment to  the  United  States  Constitution  as 
states  are  required  to  accord  persons  ap- 
pearing before  state  courts  and  the  Salt 
River  Pima-Maricopa  Indian  Community  or 
any  official  acting  under  its  color  of  author- 
ity shall  be  liable  at  law  or  in  equity  in  an 
action  brought  in  the  United  States.  District 
Court  for  the  District  of  Arizona  for  the 
denial  of  such  rights,  protections,  privileges 
and  Immunities. 

(b)  The  provisions  of  subsection  (a)  shall 
be  considered  to  be  a  limited  extension  of 
the  sovereignty  of  the  Salt  River  Pima-Mar- 
icopa Indian  Community  over  persons  who 
are  not  Indians  or  are  not  members  of  the 
Salt  River  Pima-Maricopa  Indian  Communi- 
ty. Neither  the  criminal  ordinances  of  the 
Salt  River  Pima-Maricopa  Indian  Commimi- 
ty,  nor  the  application  or  enforcement  of 
such  ordinances  with  respect  to  such  per- 
sons, may  be  considered  Federal  law,  or  the 
exercise  of  Federal  law,  for  any  purpose. 

(c)  The  provisions  of  title  II  of  Public  Law 
90-284  (25  U.S.C.  1301,  et  seq.)  shall  apply 
with  respect  to— 

(1)  the  criminal  ordinances  of  the  Salt 
River  Pima-Maricopa  Indian  Community, 

(2)  the  application  and  enforcement  of 
such  ordinances,  and 

(3)  the  jurisdiction  granted  to  the  courts 
of  the  Salt  River  Pima-Maricopa  Indian 
Community  under  subsection  (a)(2). 

(d)(1)  Nothing  in  this  Act  may  be  con- 
strued to  alter  or  affect— 

(A)  the  applicability  of  any  Federal  law  in 
the  area  within  the  boundaries  of  the  Salt 
River  Pima-Maricopa  Indian  Reservation, 

(B)  the  ability,  or  responsibility,  of  the 
United  States  to  enforce  Federal  laws  in 
such  area,  or 

(C)  the  jurisdiction  of  the  courts  of  the 
United  States  over  misdemeanor  or  other 
offenses  committed  in  such  area  in  violation 
of  any  Federal  law. 

(2)  The  courts  of  the  United  States  shaU 
not  have  jurisdiction  (except  to  the  extent 
necessary  to  carry  out  the  provisions  of  title 
n  of  Public  Law  90-284)  over  misdemeanor 
offenses  committed  in  the  area  within  the 
botmdaries  of  the  Salt  River  Pima-Maricopa 
Indian  Reservation  in  violation  of  the  crimi- 
nal ordinances  of  the  Salt  River  Pima-Mari- 
copa Indian  Community,  but  such  courts 
shall  retidn  jurisdiction  over  any  offense 
committed  in  such  area  in  violation  of  Fed- 
eral law,  even  if  the  act  or  omission  that 
constitutes  such  violation  of  Federal  law  is 
also  a  violation  of  the  criminal  ordinances 
of  the  Salt  River  Pima-Maricopa  Indian 
Community  over  which  the  courts  of  such 
Indian  Community  have  jurisdiction. 


(e)(1)  Nothing  in  this  Act  may  be  con- 
strued to  alter  or  affect— 

(A)  the  applicability  of  any  law  of  the 
State  of  Arizona  in  the  area  within  the 
boundaries  of  the  Salt  River  Pima-Maricopa 
Indian  Reservation; 

(B)  the  ability,  or  responsibUity.  of  the 
State  of  Arizona  to  enforce  the  laws  of  the 
State  of  Arizona  in  such  area;  or 

(C)  the  jurisdiction  of  the  courts  of  the 
State  of  Arizona  over  misdemeanor  or  other 
offenses  committed  in  such  area  in  violation 
of  any  law  of  the  State  of  Arizona. 

(2)  The  courts  of  the  SUte  of  Arizona 
shall  not  have  jurisdiction  over  misdemean- 
or offenses  committed  in  the  area  within 
the  boundaries  of  the  Salt  River  Pima-Mari- 
copa Indian  Reservation  in  violation  of  the 
criminal  ordinances  of  the  Salt  River  Pima- 
Maricopa  Indian  Community,  but  such 
courts  shall  retain  whatever  jurisdiction 
over  any  offense  committed  in  such  area  in 
violation  of  any  law  of  the  State  of  Arizona 
that  such  courts  would  possess  if  this  Act 
were  not  enacted,  even  if  the  act  or  omission 
that  constitutes  such  violation  of  State  law 
is  also  a  violation  of  the  criminal  ordinances 
of  the  Salt  River  Pima-Maricopa  Indian 
Community  over  which  the  courts  of  such 
Indian  Community  have  jurisdiction. 

Mr.  UDALL  (during  the  reading). 
Mr.  Speaker,  I  ask  unanimous  consent 
that  the  committee  amendment  be 
considered  as  read  and  printed  in  the 
Recoro. 

The  SPEAKi3l  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Arizona? 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  committee  amend- 
ment in  the  nature  of  a  substitute. 

The  committee  amendment  in  the 
nature  of  a  substitute  was  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the 
third  time,  and  passed,  and  a  motion 
to  reconsider  was  laid  on  the  table. 


GENERAL  LEAVE 

Mr.  UDALL.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on 
H.R.  4900.  the  bill  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Arizona?    ' 

There  was  no  objection. 


GILA  RIVER  PIMA-MARICOPA 
JUDGMENT  DISTRIBUTION 

Mr.  UDALL.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  immediate 
consideration  of  the  bill  (H.R.  5430)  to 
amend  the  Gila  River  Pima-Maricopa 
Indian  Community  judgment  distribu- 
tion plan. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER  pro  tempore.  Is 
there  objection 'to  the  request  of  the 
gentleman  from  Arizona? 

Mr.  McCAIN.  Mr.  Speaker,  reserving 
the  right  to  object,  and  I  will  not 
object.  I  yield  to  the  gentleman  from 


Arizona  [Mr.  UdallI.  the  chairman  of 
the  committee,  to  explain  the  biU. 

Mr.  UDALL.  Mr.  Speaker,  H.R.  5430 
is  a  bin  which  amends  a  plan  providing 
for  the  use  and  distribution  of  funds 
awarded  to  the  Gila  River  Pima-Mari- 
copa Indian  community  by  the  UJS. 
Court  of  Claims.  The  plan  which  was 
submitted  by  the  Secretary  of  the  In- 
terior became  valid  on  Augtist  10. 1986. 
This  bill  only  provides  that  upon  the 
request  of  the  tribal  government,  the 
Secretary  is  authorized  to  proceed 
with  a  per  capita  distribution  of  no 
more  than  80  percent  of  these  ftmds. 
This  amendment  conforms  to  the 
wishes  of  the  tribal  government  and 
the  tribal  members.  There  is  no  known 
ppposition  to  this  bill  and  this  bill 
does  not  contain  any  authorization  for 
the  appropriation  of  Federal  funds. 

Mr.  McCAIN.  Mr.  Speaker,  further 
reserving  the  right  to  object,  H.R. 
5430  would  implement  a  judgment  dis- 
tribution plan  for  the  Gila  River 
Indian  Tribe  consisting  of  20  percent 
for  tribal  programs  and  80  percent  for 
per  capita  distribution.  The  tribe's 
final  decision  on  this  came  after  the 
proposal  by  the  Secretary  for  a  100- 
percent  tribal  programming  distribu- 
tion necessitating  this  legislation. 
While  I  believe  that  per  capitas  may 
be  a  less  desirable  form  of  judgment 
fund  distribution,  I  firmly  believe  we 
must  approve  the  wishes  of  the  tribal 
membership  and  the  tribal  council. 

Mr.  Speaker,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Arizona? 

There  was  no  objection. 

The  Clerk  read  the  bill,  as  follows: 

H.R.  5430 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  not- 
withstanding any  previously  approved  plan 
for  the  use  and  distribution  of  the  Ak-Chin, 
Salt  River  Pima-Maricopa,  and  Gila  River 
Pima-Maricopa  Indian  communities  judg- 
ment funds  in  docket  228  before  the  United 
States  Claims  Court,  upon  the  request  of 
the  governing  body  of  the  Gila  River  Pima- 
Maricopa  Indian  commimity,  as  manifested 
by  the  appropriate  tribal  council  resolution, 
the  Secretary  of  the  Interior  shall  make  a 
per  capita  distribution  not  to  exceed  80  per 
centum  of  the  funds  apportioned  to  the 
GUa  River  Pima-Maricopa  Indian  communi- 
ty, in  a  sum  as  equal  as  possible,  to  each 
member  of  the  Gila  River  Pima-Maricopa 
Indian  community  bom  on  or  prior  to  and 
living  on  August  10, 1986. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the 
third  time,  and  passed,  and  a  motion 
to  reconsider  was  laid  on  the  table. 


GENERAL  LEAVE 
Mr.    UDALL.    Mr.    Speaker,    I 


ask 


unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
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on 


revise  and  extend  their  remarks 
H.R.  5430.  the  bm  Just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Arizona? 

There  was  no  objection. 


COLORADO  RIVER  PLOODWAY 
PROTECTION  ACT 

Mr.  MILLER  of  California.  Mr. 
Speaker,  I  ask  unanimous  consent  to 
take  from  the  Speaker's  table  the  bill 
(HJl.  1246)  to  establish  a  federaUy  de- 
clared floodway  for  the  Colorado 
River  below  Davis  Dam.  with  a  Senate 
amendment  thereto,  and  concur  in  the 
Senate  amendment. 

The  Clerk  read  the  title  of  the  bill. 

The  Clerk  read  the  Senate  amend- 
ment, as  follows: 

strike  out  all  after  the  enacting  clause 
and  insert: 

SHOKTTITLX 

SacnoR  1.  This  Act  may  be  cited  as  the 
"Colorado  River  Floodway  Protection  Act". 

nHDIHGS  AHS  PUKPOSKS 

Sac  2.  (a)—  Pnn>n(Gs.— The  Congress 
finds  that— 

(1)  there  are  multiple  purposes  estab- 
lished by  law  for  the  dams  and  other  control 
structures  administered  by  the  Secretary  of 
the  Interior  on  the  Colorado  River, 

(2)  the  maintenance  of  the  Colorado  River 
Floodway  established  in  this  Act  is  essential 
to  accomplish  these  multiple  purposes; 

(3)  developments  within  the  Floodway  are 
and  will  continue  to  be  vulnerable  to  damag- 
ing flows  such  as  the  property  damage 
which  occurred  in  1983  and  may  occur  in 
the  future; 

(4)  certain  Federal  programs  which  subsi- 
dize or  permit  development  within  the 
noodway  threaten  human  life,  health, 
property,  and  natural  resources;  and 

(5)  there  is  a  need  for  coordinated  Feder- 
al. State,  and  local  action  to  limit  Floodway 
development. 

(b)  PuHPOSB.— The  Congress  declares  that 
the  purposes  of  this  Act  are  to— 

(1)  establish  the  Colorado  River  Flood- 
way,  as  designated  and  described  further  In 
this  Act,  so  as  to  provide  benefits  to  river 
users  and  to  minimize;  the  loss  of  human 
life,  protect  health  and  safety,  and  minimize 
damage  to  property  and  natural  resources 
by  restricting  future  Federal  expenditures 
and  financial  assistance,  except  public 
health  funds,  which  have  the  effect  of  en- 
couraging development  within  the  Colorado 
River  Floodway;  and 

(2)  establish  a  task  force  to  advise  the  Sec- 
retary of  the  Interior  and  the  Congress  on 
establishment  of  the  Floodway  and  on  man- 
aging existing  and  future  development 
within  the  Floodway,  including  the  appro- 
priateness of  compensation  in  specified 
cases  of  extraordinary  hardship. 

DKPniinoiis 

Sk.  3.  (a)  The  term  "Committees"  refers 
to  the  Committee  on  Interior  and  Insular 
Affairs  of  the  \3S.  House  of  Representatives 
and  the  Committee  on  Environment  and 
Public  Works  and  the  Committee  on  Energy 
and  Natural  Resources  of  the  U.S.  Senate. 

(b)  The  term  "financial  assistance"  means 
any  form  of  loan,  grant,  guaranty,  iasai- 
anoe.  payment,  rebate,  subsidy,  or  any  other 
form  of  direct  or  indirect  Federal  assistance 
other  than— 


(1)  general  revenue-sharing  grants  made 
under  section  102  of  the  State  and  Local 
Fiscal  Assistance  Amendments  of  1972  (31 
U.S.C.  1221); 

(2)  deposit  or  account  insurance  for  cus- 
tomers of  banks,  savings  and  loan  associa- 
tions, credit  unions,  or  similar  institutions; 

(3)  the  purchase  of  mortgages  or  loans  by 
the  Government  National  Mortgage  Asso- 
ciation, the  Federal  National  Mortgage  As- 
sociation, or  the  Federal  Home  Loan  Mort- 
gage Corporation; 

(4)  assistance  for  environmental  studies, 
plans,  and  assessments  that  are  required  in- 
cident to  the  issuance  of  permits  or  other 
authorizations  under  Federal  law;  and 

(5)  assistance  pursuant  to  programs  en- 
tirely unrelated  to  development,  such  as  any 
Federal  or  federally  assisted  public  assist- 
ance program  or  any  Federal  old-age,  survi- 
vors, or  disability  Insurance  program. 
Such  term  also  includes  flood  insurance  de- 
scribed in  sections  1322  (a)  and  (b)  of  the 
National  Flood  Insurance  Act  of  1968, 
PubUc  Law  90-448,  title  XIII  (82  SUt.  572) 
as  amended,  on  and  after  the  dates  on 
which  the  provisions  of  those  sections 
become  effective. 

(c)  The  term  "Secretary"  means  the  Sec- 
retary of  the  Interior. 

(d)  The  term  "water  district"  means  any 
public  agency  providing  water  service,  in- 
cluding water  districts,  county  water  dis- 
tricts, public  utility  districts,  and  irrigation 
districts. 

(e)  The  term  "Floodway"  means  the  Colo- 
rado River  Floodway  established  in  section 
5  of  this  Act. 

COLORADO  RIVER  FLOODWAY  TASK  FORCE 

Sec.  4.  (a)  To  advise  the  Secretary  and  the 
Congress  there  shall  be  a  Colorado  River 
Floodway  Task  Force,  which  shall  include 
one  representative  of— 

(1)  each  State  (appointed  by  the  Gover- 
nor) and  Indian  reservation  in  which  the 
Flcxxlway  is  located; 

(2)  each  county  in  which  the  Floodway  is 
located; 

(3)  a  law  enforcement  agency  from  each 
coimty  in  which  the  Floodway  is  located; 
and 

(4)  each  water  district  in  which  the  Flood- 
way  is  located; 

(5)  the  cities  of  Needles,  Parker,  Blythe, 
Bullhead  City,  Yuma,  Laughlin,  Lake 
Havasu  City,  Nevada  (if  and  when  incopror- 
ated),  and  Mojave  County,  Arizona  Supervi- 
sor District  No.  2  (chosen  by,  but  not  a 
member  of  the  Board  of  Supervisors); 

(6)  of  the  Chamber  of  Commerce  from 
each  county  in  which  the  Floodway  is  locat- 
ed; 

(7)  the  Colorado  River  Wildlife  Council; 

(8)  the  Army  Corps  of  Engineers; 

(9)  the  Federal  Emergency  Management 
Agency  (FEMA); 

(10)  the  Department  of  Agriculture; 

(11)  the  Department  of  the  Interior,  and 

(12)  the  Department  of  State. 

(b)  The  task  force  shall  be  chartered  and 
operated  under  the  provisions  of  the  Feder- 
al Advisory  Committee  Act  (Public  Law  92- 
463;  5  U.S.C.  App.  I)  and  shall  prepare  rec- 
ommendations concerning  the  Colorado 
River  Floodway,  which  recommendations 
shall  deal  with: 

(1)  the  means  to  restore  and  maintain  the 
Floodway  specified  in  settion  5  of  this  Act, 
including,  but  not  limited  to,  specific  in- 
stances where  land  transfers  or  relocations, 
or  other  changes  in  land  management, 
might  best  effect  the  purposes  of  this  Act; 
and 


(2)  the  necessity  for  additional  Floodway 
management  legislation  at  local,  tribal. 
State,  and  Federal  levels; 

(3)  the  development  of  specific  design  cri- 
teria for  the  creation  of  the  Floodway 
boundaries; 

(4)  the  review  of  mapping  prcxsedures  for 
Floodway  boundaries; 

(5)  whether  compensation  should  be  rec- 
ommended in  specific  cases  of  economic 
hardship  resulting  from  impacts  of  the  1983 
flood  on  property  outside  the  Floodway 
which  could  not  reasonably  have  been  fore- 
seen; and 

(6)  the  potential  application  of  the  Flood- 
way  on  Indian  lands  and  recommended  leg- 
islation or  regulations  that  might  be  needed 
to  achieve  the  purposes  of  the  Floodway 
taking  into  consideration  the  special  Feder- 
al status  of  Indian  lands. 

(c)  The  task  force  shall  exist  for  at  least 
one  year  after  the  date  of  enactment  of  this 
Act,  or  until  such  time  as  the  Secretary  has 
filed  with  the  Committees  the  maps  de- 
scribed in  subsection  5(b)(2).  The  task  force 
shall  file  its  report  with  the  Secretary  and 
the  Committees  within  nine  months  after 
the  date  of  enactment  of  this  Act. 

COLORADO  RIVER  FLOODWAY 

Sec.  5.  (a)  There  is  esUblished  the  Colora- 
do River  Floodway  as  identified  and  gener- 
ally depicted  on  maps  that  are  to  be  submit- 
ted by  the  Secretary. 

(b)(1)  Within  eighteen  months  after  the 
date  of  enactment  of  this  Act,  the  Secre- 
tary, in  consultation  with  the  seven  Colora- 
do River  Basin  States,  represented  by  per- 
sons designated  by  the  Governors  of  those 
States,  the  Colorado  River  Floodway  Task 
Force,  and  any  other  interested  parties 
shall: 

(i)  complete  a  study  of  the  tributary  flood- 
flows  downstream  of  Davis  Dam; 

(ii)  define  the  specific  boundaries  of  the 
Colorado  River  Floodway  so  that  the  Flood- 
way  can  accommodate  either  a  one-in-one 
hundred  year  river  flow  consisting  of  con- 
trolled releases  and  tributary  inflow,  or  a 
flow  of  forty  thousand  cubic  feet  per  second 
(cfs),  whichever  is  greater,  from  below  Davis 
Dam  to  the  Southerly  International  Bound- 
ary between  the  United  States  of  America 
and  the  Republic  of  Mexico. 

(2)  As  soon  as  practicable  after  the  deter- 
mination of  the  Floodway  boundary  pursu- 
ant to  this  subsection,  the  Secretary  shall 
prepare  and  file  with  the  Committees  maps 
depicting  the  Colorado  River  Floodway,  and 
each  such  map  shall  be  considered  a  stand- 
ard map  to  be  adhered  to  by  all  agencies 
and  shall  have  the  same  force  and  effect  as 
if  included  in  this  Act,  except  that  correc- 
tion of  clerical  and  typographical  errors  in 
each  such  map  may  be  made.  Each  such 
map  shaU  be  on  file  and  available  for  public 
inspection  in  the  Office  of  the  Commission- 
er of  the  Bureau  of  Reclamation,  Depart- 
ment of  the  Interior,  and  in  other  appropri- 
ate offices  of  the  Department. 

(3)  The  Secretary  shall  provide  copies  of 
the  Colorado  River  Floodway  maps  to  (A) 
the  chief  executive  officer  of  each  State, 
county,  municipality,  water  district,  Indian 
tribe,  or  equivalent  jurisdiction  in  which  the 
Floodway  is  located,  (B)  each  appropriate 
Federal  agency,  including  agencies  which 
regulate  Federal  financial  institutions,  and 
(C)  each  federally  insured  financial  institu- 
tion which  serves  the  geographic  area  as 
one  of  its  primary  markets. 

(cHl)  The  Secretary  shall  conduct,  at 
least  once  every  five  years,  a  review  of  the 
Colorado  River  Floodway  and  make,  after 
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notice  to  and  in  consultation  with  the  ap- 
propriate officers  referred  to  in  paragraph 
(3)  of  subsection  (b).  and  others,  such  minor 
and  technical  mnodifications  to  the  bound- 
aries of  the  Floodway  as  are  necessary 
solely  to  reflect  changes  that  have  occurred 
in  the  size  or  location  of  any  portion  of  the 
floodplain  as  a  result  of  natural  forces,  and 
as  necessary  pursuant  to  subsection  (c)  of 
section  (7)  of  this  Act. 

(2)  If,  in  the  case  of  any  minor  and  techni- 
cal modification  to  the  boundaries  of  the 
Floodway  made  under  the  authority  of  this 
subsection,  an  appropriate  chief  executive 
officer  of  a  State,  county,  municipality, 
water  district,  Indian  tribe,  or  equivalent  Ju- 
risdiction, to  which  notice  was  given  in  ac- 
cordance with  this  subsection  files  com- 
ments disagreeing  with  all  or  part  of  the 
modification  and  the  Secretary  makes  a 
modification  which  Is  in  conflict  with  such 
comments,  the  Secretary  shall  submit  to  the 
chief  executive  officer  a  written  justifica- 
tion for  tiis  failure  to  make  modifications 
consistent  with  such  comments  or  propos- 
als. 

UmTATIORS  ON  rEDERAL  EZPEHDITnRES 
AFFECmiG  THl  FLOODWAY 

Sbc.  6.  (a)  Except  as  provided  in  section  7, 
no  new  expenditures  or  new  financial  assist- 
ance may  be  made  available  under  authority 
of  any  Federal  law  for  any  purpose  within 
the  Floodway  established  under  section  5  of 
this  Act. 

(b)  An  expenditure  or  financial  assistance 
made  available  under  authority  of  Federal 
law  shall,  for  purposes  of  this  Act,  lie  a  new 
expenditure  or  new  financial  assistance  if— 

(1)  in  any  case  with  respect  to  which  spe- 
cific appropriations  are  required,  no  money 
for  construction  or  purchase  purposes  was 
appropriated  before  the  date  of  the  enact- 
ment of  this  Act;  or 

(2)  no  legally  binding  commitment  for  the 
expenditure  or  financial  assistance  was 
made  before  such  date  of  enactment. 

EXCEPTIONS 

Sbc.  7.  Notwithstanding  section  6,  the  ap- 
propriate Federal  officer,  after  consultation 
with  the  Secretary,  may  make  Federal  ex- 
penditures or  financial  assistance  available 
within  the  Colorado  River  Floodway  for— 

(a)  any  dam,  channel  or  levee  construc- 
tion, operation  or  maintenance  for  the  pur- 
pose of  flood  control,  water  conservation, 
power  or  water  quality; 

<b)  other  remedial  or  corrective  actions, 
including  but  not  limited  to  drainage  facili- 
ties essential  to  assist  in  controlling  adja- 
cent high  ground  water  conditions  caused 
by  flood  flows: 

(c)  the  maintenance,  replacement,  recon- 
struction, repair,  and  expansion,  of  publicly 
or  tribally  owned  or  oijerated  roads,  struc- 
tures (including  bridges),  or  facilities:  Pro- 
vided, That,  no  such  expansion  shaU  be  per- 
mitted unless— 

(1)  the  expansion  is  designed  and  built  in 
accordance  with  the  procedures  and  stand- 
ards established  in  section  650.101  of  title 
23,  Code  of  Federal  Regiilations,  and  the 
following  as  they  may  be  amended  from 
time  to  time;  and 

(2)  the  boundaries  of  the  Floodway  are  ad- 
Justed  to  accoimt  for  changes  in  flows 
caused,  directly  or  indirectly,  by  the  expan- 
sion; 

(d)  military  activities  essential  to  national 
security; 

(e)  any  of  the  following  actions  or 
projects,  but  only  if  the  Secretary  finds  that 
the  making  available  of  expenditures  or  as- 
sistance therefor  is  consistent  with  the  pur- 
poses of  this  Act: 


(1)  Projects  for  the  study,  management, 
protection  and  enhancement  of  fish  and 
wildlife  resources  and  habitats,  including, 
but  not  limited  to,  acquisition  of  fish  and 
wildlife  habitats  and  related  lands,  stabiliza- 
tion projects  for  fish  and  wildlife  habitats, 
and  recreational  projects. 

(2)  The  establishment,  operation,  and 
maintenance  of  air  and  water  navigation 
aids  and  devices,  and  for  access  thereto. 

(3)  Projects  eligible  for  funding  under  the 
Land  and  Water  Conservation  Fund  Act  of 
1965  (16  U.S.C.  4601-4  through  11). 

(4)  Scientific  research,  including  but  not 
limited  to  aeronautical,  atmospheric,  space, 
geologic,  marine,  fish  and  wildlife  and  other 
research,  development,  and  applications. 

(5)  Assistance  for  emergency  actions  es- 
sential to  the  saving  of  lives  and  the  protec- 
tion of  property  and  the  public  health  and 
safety,  if  such  actions  are  performed  pursu- 
ant to  sections  305  and  306  of  the  Disaster 
Relief  Act  Of  1974  (42  U.S.C.  5145  and  5146) 
and  are  limited  to  actions  that  are  necessary 
to  alleviate  the  emergency.  Disaster  assist- 
ance under  other  provisions  of  the  Disaster 
ReUef  Act  of  1974  (Public  Law  93-288.  as 
amended)  may  also  be  provided  with  respect 
to  persons  residing  within  the  Floodway,  or 
structures  or  public  infrastructure  in  exist- 
ence or  substantially  under  construction 
therein,  on  the  date  ninety  days  after  the 
date  of  enactment  of  this  Act:  Provided, 
That,  such  persons,  or  with  respect  to  public 
infrastructure  the  State  or  local  political 
entity  which  owns  or  controls  such  infra- 
structure, had  purchased  flood  insurance 
for  structures  or  infrastructure  under  the 
National  Flood  Insurance  Program,  if  eligi- 
ble, and  had  taken  prudent  and  reasonable 
steps,  as  determined  by  the  Director  of  the 
Federal  Emergency  Management  Agency,  to 
minimize  damage  from  future  floods  or  op- 
erations of  the  Floodway  established  in  the 
Act. 

(6)  Other  assistance  for  public  health  pur- 
poses, such  as  mosquito  abatement  pro- 
grams. 

(7)  Nonstructural  projects  for  riverbank 
stabilization  that  are  designed  to  enhance  or 
restore  natural  stabilization  systems. 

(8)  Publicly  or  tribally  financed,  owned 
and  operated  compatible  recreational  devel- 
opments such  as  regional  parks,  golf 
courses,  docks,  boat  launching  ramps  (in- 
cluding steamboat  and  ferry  landings),  in- 
cluding compatible  recreation  uses  and  ac- 
companying utility  or  interpretive  improve- 
ments which  are  essential  or  closely  related 
to  the  purpose  of  restoring  the  accuracy  of 
a  National  Historical  Landmark  and  which 
meet  best  engineering  practices  considering 
the  nature  of  Floodway  conditions. 

(9)  Compatible  agricultural  uses  that  do 
not  irvolve  permanent  crops  and  Include 
only  a  minimal  amount  of  permanent  facili- 
ties in  the  Floodway. 

CEKTinCATION  OF  COMPLIANCE 

Sec.  8.  The  Secretary  of  the  Interior  shall, 
on  behalf  of  each  Federal  agency  concerned, 
make  written  certification  that  each  agency 
has  complied  with  the  provisions  of  this  Act 
during  each  fiscal  year  beginning  after  Sep- 
tember 30,  1985.  Such  certification  shall  be 
submitted  on  an  annual  basis  to  the  U.S. 
House  of  Representatives  and  the  U.S. 
Senate  on  or  before  January  15  of  each 
fiscal  year. 

PRIOKITT  OF  LAWS 

Sec.  9.  Nothing  contained  in  this  Act  shall 
be  construed  to  alter,  amend,  repeal, 
modify,  interpret,  or  be  in  conflict  with  the 
provisions  of  the  Colorado  River  Compact 


(45  SUt.  1057),  the  Upper  Colorado  R3ver 
Basin  Compact  (63  Stat.  31).  the  Water 
Treaty  of  1944  with  the  United  Mexican 
SUtes  (Treaty  Series  944.  59  Stat.  1219).  the 
Flood  Control  Act  of  1944  (58  SUt.  887).  the 
decree  entered  by  the  Supreme  Court  of  the 
United  States  in  Arizona  v.  California,  and 
others  (376.  U.S.  340),  the  Boulder  Canyon 
Project  Act  (45  SUt.  1057),  the  Boulder 
Canyon  Project  Adjustment  Act  (54  SUt. 
774;  43  U.S.C.  618a),  the  Colorado  River 
Storage  Project  Act  (70  SUt.  105:  43  U.S.C. 
620),  the  Colorado  River  Basin  Project  Act 
(82  SUt.  885:  43  UJS.C.  1501).  Furthermore, 
nothing  contained  in  this  Act  shall  be  con- 
strued as  indicating  an  intent  on  the  part  of 
the  Congress  to  change  the  existing  rela- 
tionship of  other  Federal  laws  to  the  law  of 
a  SUte,  or  a  political  subdivision  of  a  SUte, 
or  to  relieve  any  person  of  any  obligation 
imposed  by  any  law  of  any  SUte,  tribe,  or 
political  subdivision  of  a  SUte.  No  provision 
of  this  Act  shall  be  construed  to  invalidate 
any  provision  of  SUte,  tribal,  or  local  law 
unless  there  is  a  direct  conflict  between 
such  provision  and  the  law  of  the  SUte,  or 
political  subdivision  of  the  SUte  or  tribe,  so 
that  the  two  cannot  be  reconciled  or  consist- 
ently stand  together.  Inconsistencies  shall 
be  reviewed  by  the  task  force,  and  the  task 
force  shall  make  recommendations  concern- 
ing such  local  laws.  This  Act  shall  in  no  way 
be  interpreted  to  interfere  with  a  SUte's  or 
trit>e's  right  to  protect,  rehabHiUte,  pre- 
serve, and  restore  lands  within  its  esUb- 
llshed  boundary. 

SEPABABIUTT 

Sec.  10.  If  any  provision  of  this  Act  or  the 
application  thereof  to  any  person  or  circum- 
stances is  held  invalid,  the  remainder  of  the 
Act  and  the  application  of  such  provision  to 
other  persons  not  similarly  situated  or  to 
other  circumstances  shall  not  be  affected 
thereby. 

REPORTS  TO  CONGRESS 

Sec.  II.  Within  one  year  after  the  date  of 
the  enactment  of  this  Act,  the  Secretary 
shall  prepare  and  submit  to  the  Committees 
a  report  regarding  the  Colorado  River 
Floodway.  the  task  force's  report,  and  the 
Secretary's  recommendations  with  respect 
to  the  objectives  outlined  in  section  4(b)  of 
this  Act.  In  making  his  report,  the  Secre- 
tary shall  analyze  the  effects  of  this  Act  on 
the  economic  development  of  the  Indian 
tribes  whose  lands  are  located  within  the 
Floodway. 

AMENOlfEMTS  REGARDING  nX>OD  INSURANCE 

Sec.  12.  (a)  The  National  Flood  Insurance 
Act  of  1968,  PubUc  Law  90-448.  tiUe  XIII 
(82  SUt.  572),  as  amended.  Is  amended  by 
adding  the  following  section: 

"Sec.  1322.  (a)  Owners  of  existing  Nation- 
al Flood  Insurance  Act  [K>licies  with  respect 
to  structure  located  within  the  Floodway  es- 
UbUshed  under  section  5  of  the  Colorado 
River  Floodway  Protection  Act  shall  have 
the  right  to  renew  and  transfer  such  poli- 
cies. Owners  of  existing  structures  located 
within  said  Floodway  on  the  date  of  enact- 
ment of  the  Colorado  River  Floodway  Pro- 
tection Act  who  have  not  acquired  National 
Flood  Insurance  Act  policies  shall  have  the 
right  to  acquire  policies  with  respect  to  such 
structures  for  six  montlis  after  the  Secre- 
tary of  the  Interior  files  the  Floodway  maps 
required  by  section  5(b)(2)  of  the  Colorado 
River  Floodway  Protection  Act  and  to  renew 
and  transfer  such  policies. 

"(b)  No  new  flood  insurance  coverage  may 
be  provided  under  this  title  on  or  after  a 
date  six  months  after  the  enactment  of  the 
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Colormdo  River  Floodway  Protection  Act  for 
any  new  construction  or  substantial  Im- 
provements of  structures  located  within  the 
Colorado  River  Floodway  established  by  sec- 
tion 5  of  the  Colorado  River  Floodway  Pro- 
tection Act.  New  construction  includes  all 
structures  that  are  not  Insurable  prior  to 
that  date. 

"(c)  The  Secretary  of  the  Interior  may  by 
rule  after  notice  and  comment  pursuant  to  S 
UJS.C.  5S3  establish  temporary  Floodway 
boundaries  to  be  In  effect  until  the  maps  re- 
quired by  Section  5(bK2)  of  the  Colorado 
River  Floodway  Protection  Act  are  filed,  for 
the  purpose  of  enforcing  subsections  (b)  and 
(d)  of  this  section. 

"(d)  A  federally  supervised,  approved,  reg- 
ulated or  Insured  financial  institution  may 
make  loans  secured  by  structures  which  are 
not  eligible  for  flood  insurance  by  reason  of 
this  section:  Provided,  That  prior  to  making 
such  a  loan,  such  institution  determines 
that  the  loans  or  structures  securing  the 
loan  are  within  the  Floodway." 

rXDERAI.  LEASES 

Sr.  13.  (a)  No  lease  of  lands  owned  In 
whole  or  in  part  by  the  United  States  and 
within  the  Colorado  River  Floodway  shall 
be  granted  after  the  date  of  enactment  of 
this  Act  unless  the  Secretary  determines 
that  such  lease  would  be  consistent  with  the 
operation  and  maintenance  of  the  Colorado 
River  Floodway. 

(b)  No  existing  lease  of  lands  owned  in 
whole  or  in  part  by  the  United  States  and 
within  the  Colorado  River  Floodway  shall 
be  extended  beyond  the  date  of  enactment 
of  this  Act  or  the  stated  expiration  date  of 
its  current  term,  whichever  is  later,  unless 
the  lessee  agrees  to  take  reasonable  and 
prudent  steps  determined  to  be  necessary  by 
the  Secretary  to  minimize  the  Inconsistency 
of  operation  under  such  lease  with  the  oper- 
ation and  maintenance  of  the  Colorado 
River  Floodway. 

(c)  No  lease  of  lands  owned  In  whole  or  In 
part  by  the  United  States  between  Hoover 
Dam  and  Davis  Dam  below  elevation  655.0 
feet  on  Lake  Mohave  shall  be  granted  unless 
the  Secretary  determines  that  such  lease 
would  be  consistent  with  the  operation  of 
Lake  Mohave. 

(d)  The  provisions  of  subsections  (a)  and 
(b)  of  this  section  shall  not  apply  to  lease 
operations  on  Indian  lands  pursuant  to  a 
lease  providing  for  activities  which  are  ex- 
empted under  section  7  of  this  Act. 

(e)  Subsections  (a)  and  (b)  of  this  section 
shall  not  apply  to  lands  held  in  trust  by  the 
United  States  for  the  benefit  of  any  Indian 
tribe  or  individual  with  respect  to  any  lease 
where  capital  improvements,  and  operation 
and  maintenance  costs  are  not  provided  for 
by  Federal  financial  assistance  if  the  lessee, 
tribe,  or  Individual  has  provided  Insurance 
or  other  security  for  the  benefit  of  the  Sec- 
retary sufficient  to  Insure  against  all  rea- 
sonably forseeable,  direct,  and  consequen- 
tial damages  to  the  property  of  the  tribe, 
private  persons,  and  the  United  States, 
which  may  result  from  the  proposed  lease. 

HOnCES  AMD  EXISTING  LAWS 

Sic.  14.  (AXl)  Nothing  in  this  Act  shaU 
alter  or  affect  in  any  way  the  provisions  of 
section  702c  of  title  33,  United  SUtes  Code. 

(2)  The  Secretary  shaU  provide  notice  of 
the  provisions  of  section  702c  of  title  33, 
United  SUtes  Code,  and  this  Act  to  all  exist- 
ing and  prospective  lessees  of  lands  leased 
by  the  United  States  and  within  the  Colora- 
do River  Floodway. 

(b)  Except  as  otherwise  specifically  pro- 
vided in  this  Act.  all  provisions  of.  the  Na- 
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tlonal  Flood  Insurance  Act  of  1968,  as 
amended,  and  requirements  of  the  National 
Flood  Insurance  Program  ("NFIP")  shall 
continue  in  full  force  and  effect  within 
areas  wholly  or  partially  within  the  Colora- 
do River  Floodway.  Any  maps  or  other  in- 
formation required  to  be  prepared  by  this 
Act  shall  be  used  to  the  maximum  e^itent 
practicable  to  support  implementation  of 
the  NFIP. 

(c)  The  Secretary  shall  publish  notice  on 
three  successive  occasions  in  newspapers  of 
general  circulation  in  affected  communities 
of  the  provisions  of  section  12(a).  (a)  of  this 
Act. 

AUTHORIZATION  OF  APPROPRIATIONS 

Sec.  15.  There  is  authorized  to  be  appro- 
priated to  the  Department  of  the  Interior 
$600,000.  through  the  end  of  fiscal  year 
1990,  in  addition  to  any  funds  now  available 
to  the  Department  to  discharge  its  duties  to 
Implement  sections  4  through  14  of  this  Act: 
Provided,  That  by  mutual  agreement,  such 
funds  shall  be  made  available  to  the  Federal 
Emergency  Management  Agency  to  dis- 
charge its  duties  under  section  12  of  this 
Act:  Provided  further.  That  the  provisions 
of  sections  6  and  7  of  this  Act  shall  not  be 
affected  by  this  section:  And  Provided  fur- 
ther, in  addition,  Indian  tribes  may  be  eligi- 
ble under  Public  Law  93-638  to  contract  for 
studies  of  Indian  lands  required  under  the 
provisions  of  this  Act. 

Mr.  MILLER  of  California  (during 
the  reading).  Mr.  Speaker,  I  ask  unani- 
mous consent  that  the  Senate  amend- 
ment be  considered  as  read  and  print- 
ed in  the  Record. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  California? 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  initial  request 
of  the  gentleman  from  California? 

Mr.  CHENEY.  Reserving  the  right 
to  object,  Mr.  Speaker,  it  is  not  my  in- 
tention to  object.  I  have  reserved  the 
right  for  the  purpose  of  yielding  to 
the  gentleman  from  California  [Mr. 
Miller]  the  distinguished  chairman  of 
the  subcommittee. 

Mr.  MILLER  of  California.  Mr. 
Speaker,  I  thank  the  gentleman  from 
Wyoming  [Mr.  Cheney]  for  all  of  his 
help  on  this  legislation  which  he  has 
sponsored  before  the  committee. 

Mr.  Speaker,  H.R.  1246  would  au- 
thorize the  Secretary  of  the  Interior 
to  establish  a  floodway  on  the  Colora- 
do River  from  below  Davis  Dam  near 
Needles,  CA,  to  the  United  States- 
Mexico  boundary. 

Under  the  bill,  the  Secretary  would 
designate  the  boundaries  of  the  flood- 
way  after  considering  the  recommen- 
dations of  a  task  force  composed  of 
Federal.  State,  and  local  officials  es- 
tablished by  the  bill. 

H.R.  1246  would  prohibit  Federal  de- 
velopment-related assistance  for  new 
structures  within  the  floodway.  For 
existing  structures.  Federal  flood  in- 
surance within  certain  limits  would 
remain  available.  Residents  of  the  af- 
fected areas  would  be  aUowed  to  build 
anywhere,  but  they  would  not  be  able 


to  obtain  Federal  flood  insurance  and 
most  forms  of  disaster  assistance. 

I  would  point  out  that  the  gentle- 
man from  Wyoming  [Mr.  Cheney]  is 
the  author  of  the  legislation.  In  addi- 
tion, all  the  Governors  of  the  Colora- 
do River  Basin  States  have  formally 
endorsed  the  bill. 

Mr.  Speaker,  I  urge  adoption  of  the 
Senate  amendments. 

Mr.  CHENEY.  Further  reserving  the 
right  to  object,  Mr.  Speaker,  I  would 
like  to  thank  the  distinguished  chair- 
man of  the  subcommittee,  the  gentle- 
man from  California  [Mr.  Miller], 
who  has  been  very  cooperative  in  this 
effort. 

This  is  an  important  piece  of  legisla- 
tion that  will  cost  no  additional  fimds 
but  will  provide  for  improved  manage- 
ment of  the  entire  Colorado  River 
system. 

At  this  point  I  yield  to  the  distin- 
guished chairman  of  the  full  commit- 
tee, the  gentleman  from  Arizona  [Mr. 
Udall]. 

Mr.  UDALL.  Mr.  Speaker,  I  wish  to 
commend  the  gentleman  from  Califor- 
nia, Mr.  Miller,  and  the  gentleman 
from  Wyoming  [Mr.  Cheney],  and 
their  staffs,  for  the  excellent  work 
they  have  done  on  this  legislation. 

I  support  the  motion  to  concur  in 
the  Senate  amendments  to  the  bill 
which  I  believe  are  meritorious. 

When  this  bill  was  originally  intro- 
duced, I  said  that  the  Colorado  River 
needed  a  "consumer  warning  label."  I 
still  feel  that  way,  and  this  bill  is  such 
a  label. 

It  says  that  the  Federal  Government 
never  again  will  be  allowed  to  encour- 
age any  development  on  the  Colorado 
River  flood  plain. 

The  bill  designates  the  Colorado 
River  floodway  as  an  area  where 
future  Federal  financial  assistance  will 
not  be  provided  and  bans  direct  or  in- 
direct Federal  encouragement  for  any 
development  within  the  flood  plain. 

The  biU  recognizes  and  grandfathers 
certain  rights  of  owners  of  property  al- 
ready located  in  the  floodway. 

In  addition,  it  establishes  a  task 
force  of  Federal,  State,  and  local  rep- 
resentatives to  make  recommendations 
to  the  Secretary  of  the  Interior  on  a 
variety  of  subjects  related  to  the 
floodway. 

This  legislation  extends  the  solid 
public  policy  position  taken  by  the 
Congress  in  providing  similar  limita- 
tions on  Federal  support  for  develop- 
ment in  eastern  coastal  areas  subject 
to  frequent  flooding. 

I  am  pleased  to  support  it. 

D  1520 

Mr.  UDALL  Mr.  Speaker.  I  thank 
the  gentleman  from  Wyoming  for 
yielding,  and  I  thank  him  for  his  work 
in  developing  this  legislation  over  the 
past  2  years.  I  strongly  support  the 
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motion  to  concur  in  the  Senate 
amendment. 

Mr.  CHENEY.  Mr.  Spealcer,  again 
let  me  thank  my  colleagues  on  both 
sides  of  the  aisle  on  the  committee,  es- 
pecially the  chairman  of  the  commit- 
tee and  the  chairman  of  the  subcom- 
mittee, for  their  help  on  this  legisla- 
tion. 

Mr.  Spealcer,  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER  pro  tempore  (Mr. 
Dttrbin).  Is  there  objection  to  the  ini- 
tial request  of  the  gentleman  from 
California? 

There  was  no  objection. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  MILLER  of  California.  Mr. 
Speaker,  I  ask  unanimous  consent  that 
all  Members  may  have  5  legislative 
days  in  which  to  revise  and  extend 
their  remarks  on  the  legislation  Just 
considered. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  California? 

There  was  no  objection. 


ANNOUNCEMENT  BY  THE 
SPEAKER  PRO  TEMPORE 

The  SPEAKER  pro  tempore  (Mr. 
HoYER).  Debate  has  been  concluded  on 
all  motions  to  suspend  the  rules. 

Pursuant  to  clause  5  of  r\ile  I,  the 
Chair  will  now  put  the  question  on 
each  motion  on  which  further  pro- 
ceedings were  postponed  earlier  today 
in  the  order  in  which  that  motion  was 
entertained.  Votes  will  be  taken  in  the 
following  order:  H.R.  5369,  de  novo, 
and  H.R.  4216,  de  novo. 

The  Chair  will  reduce  to  5  minutes 
the  time  for  any  electronic  vote  after 
the  first  such  vote  in  this  series. 


ASBESTOS  INFORMATION  ACT 
OF  1986 

The  SPEAKER  pro  tempore.  The 
pending  business  is  the  question  of 
suspending  the  rules  and  passing  the 
bill,  H.R.  5369. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  New  Jersey  [Mr. 
Florid]  that  the  House  suspend  the 
rules  and  pass  the  bill,  H.R.  5369. 

The  question  was  taken. 

Mr.  DURBIN.  Mr.  Speaker,  I  object 
to  the  vote  on  the  ground  that  a 
quorum  is  not  present  and  make  the 
point  of  order  that  a  quonun  is  not 
present. 

The  SPEAKER  pro  tempore.  Evi- 
dently a  quorum  is  not  present. 

The  Sergeant  at  Anns  will  notify 
absent  Members. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  390,  nays 


4,  answered 
as  follows: 


Abercromble 
Ackerman 
Akaka 
Alexander 
Anderson 
Andrews 
Annunzio 
Anthony 
Applegate 
Archer 
Aspln 
Atkins 
AuCoin 
Badham 
Barnard 
Barnes 
Bartlett 
Barton 
Batenuui 
Bates 
Bedell 
Bellenson 
Bennett 
Bentley 
Bereuter 
Berman 
Bevill 
Biaggi 
Blllrakis 
Bliley 
Boehlert 
Boner  <TN) 
Bonior  (MI) 
Bonker 
Borskl 
Bosco 
Boucher 
Boulter 
Brooks 
Broomfield 
Brown  (CA) 
Brown  (CO) 
Bruce 
Bryant 
Burton  (IN) 
Bustamante 
Byron 
Callahan 
Carney 
Carper 
Can- 
Chandler 
Chapman 
Chappell 
Cheney 
Clay 
Coats 
Cobey 
Coble 

Coleman  (MO) 
Coleman  (TX) 
Collins 
Combest 
Conte 
Cooper 
Coughlin 
Courter 
Coyne 
Craig 
Crane 
Cr(x;kett 
I}aniel 
Dannemeyer 
Darden 
Daschle 
Daub 
Davis 

de  la  Garza 
DeLay 
Dellums 
Derrick 
DeWine 
Dickinson 
Dicks 
Dingell 
DioGuardi 
Donnelly 
Dorgan(ND) 
Doman  (CA) 
Dowdy 


'present"  1,  not  voting  37, 

[RoU  No.  401] 
YEAS— 390 


Downey 

Dreier 

Duncan 

Dwyer 

Dymally 

Dyson 

Early 

Eckart  (OH) 

Eckert  (NY) 

Edwards  (CA) 

Edwards  (OK) 

Emerson 

English 

Erdreich 

E^rans(IA) 

Evans (IL) 

Fascell 

Pawell 

Fazio 

Felghan 

Fiedler 

Fields 

Fish 

Flippo 

Florio 

Foley 

Ford  (MI) 

Frank 

Franklin 

Frenzel 

Frost 

Fuqua 

Gallo 

Garcia 

Gaydos 

Gejdenson 

Gekas 

Gephardt 

Oilman 

Glickman 

Gonzalez 

Goodling 

Gordon 

Gradison 

Gray  (IL) 

Gray  (PA) 

Green 

Gregg 

Guarini 

Gunderson 

Hall  (OH) 

Hall.  Ralph 

Hamilton 

Hammersctunidt 

Hawkins 

Hayes 

Hefner 

Hendon 

Henry 

Hertel 

Hiler 

Hillis 

Hopkins 

Horton 

Howard 

Hoyer 

Hubbard 

Huckaby 

Hughes 

Hunter 

Hutto 

Hyde 

Ireland 

Jacobs 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 

Jones  (TN) 

Kanjorski 

Kasich 

Kastenmeier 

Kemp 

Kennelly 

KUdee 

Kleczka 

Kolbe 

Kolter 

Kostmayer 

Kramer 


LaFalce 

Lagomarsino 

Lantos 

Leach  (lA) 

Leath  (TX) 

Lehman  (CA) 

Lehman  (FL) 

Leland 

Lent 

Levin  (MI) 

Levlne  (CA) 

Lewis  (CA) 

Lewis  (FL) 

Llghtfoot 

Lipinski 

Livingston 

Uoyd 

Loeffler 

Long 

Lott 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

Lungren 

Mack 

MacKay 

Madigan 

Man  ton 

Marlenee 

Martin  (IL) 

Martin  (NY) 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCain 

McCandless 

McCloskey 

McCollum 

McCurdy 

McDade 

McEwen 

McHugh 

McKeman 

McKinney 

McMillan 

Meyers 

Mica 

Michel 

Miller  (CA) 

Miller  (OH) 

Miller  (WA) 

Mineta 

MitcheU 

Moakley 

Molinari 

MoUohan 

Monson 

Montgomery 

Moody 

M(x>rhead 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Murphy 

Murtha 

Myers 

Natcher 

Neal 

Nelson 

Nichols 

Nielson 

Nowak 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Oxley 

Packard 

Parris 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Petri 

Pickle 


Porter 

Price 

Pursell 

Quillen 

RahaU 

Rangel 

Ray 

Regula 

Reid 

Richardson 

Ridge 

Rinaldo 

Rttter 

Roberts 

Robinson 

Rodlno 

Roe 

Roemer 

Rogers 

Rose 

Rostenkowski 

Roth 

Roukema' 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Rudd 

Russo 

Sabo 

Savage 

Sax  ton 

Schaefer 

Scheuer 

Schneider 

Schroeder 

Schuette 

Schuize 

Schumer 

Seiberling 

Sensenbrenner 

Sharp 


Shaw 

Shelby 

Shumway 

Shuster 

Sikorski 

Siljander 

Skelton 

Slattery 

Slaughter 

Smith  (FL) 

Smith  (lA) 

Smith  (NE) 

Smith  (NJ) 

Smith.  Denny 

(OR) 
Smith.  Robert 

(NH) 
Smith.  Robert 

(OR) 
Snowe 
Snyder 
Solarz 
Solomon 
Spence 
Spratt 
St  Germain 
staggers 
Stallings 
Stangeland 
Stark 
Stenholm 
Stokes 
Strang 
Stratton 
Studds 
Stump 
Sundquist 
Sweeney 
Swift 
Swlndall 
Synar 

NAYS— 4 


Tallon 

Tauke 

Tauzin 

Thomas  (CA) 

Thomas  (GA) 

Torres 

Torricelll 

Towns 

Traficant 

Traxler 

UdaU 

Valentine 

Vander  Jagt 

Vento 

Visclosky 

Volkmer 

Waldon 

Walgren 

Walker 

WaUins 

Waxman 

Weber 

Weiss 

Wheat 

Whitehurrt 

Whitley 

Whittaker 

Whitten 

Williams 

Wlrth 

Wise 

Wolf 

Wolpe 

Wortley 

Wyden 

Wylie 

Yates 

Yatron 

Young  (AK) 

Young (FL) 

Young  (MO) 


Durbin 

Sisisky 

Panetu 

Weaver 

ANSWERED  "PRESENT-'-l 

Wilson 

NOT  VOTING- 

-37 

Armey 

Foglietta 

Latu 

Boggs 

Ford  (TN) 

Markey 

Boland 

Fowler 

McGrath 

Boxer 

Gibbons 

Mikiilski 

Breaux 

Gingrich 

Moore 

Burton  (CA) 

Grotberg 

Oakar 

Campbell 

Hansen 

Skeen 

Chappie 

Hartnett 

Taylor 

Clinger 

Hatcher 

Vucanovich 

Coelho 

Holt 

Wright 

Conyers 

Jones  (OK) 

Zschau 

Dixon 

Kaptur 

Edgar 

Kindness 

D  1535 

Mr.  LELAND  changed  his  vote  from 
"nay"  to  "yea." 

So  (two-thirds  having  voted  in  favor 
thereof)  the  rules  were  suspended  and 
the  bill  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


ANNOUNCEMENT  BY  THE 
SPEAKER  PRO  TEMPORE 

The  SPEAKER  pro  tempore  (Mr. 
HoYER).  Pursuant  to  the  provisions  of 
clause  5,  rule  I,  the  Chair  announces 
that  he  will  reduce  to  a  minimum  of  5 
minutes  the  period  of  time  within 
which  a  vote  by  electronic  device  may 
be  taken  on  the  additional  motion  to 
suspend  the  rules  on  which  the  Chair 
has  postponed  further  proceedings. 
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OILA  BEND  INDIAN  RESERVA- 
TION LANDS  REPLACEMENT 
ACT 

The  SPEAKER  pro  tempore.  The 
pending  business  is  the  question  of 
suspending  the  rules  and  passing  the 
bill,  H.R.  4216,  as  amended. 

The  Clerk  read  the  title  of  the  bUl. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  Arizona  [Mr. 
Udaix]  that  the  House  suspend  the 
rules  and  pass  the  bill,  H.R.  4216,  as 
amended. 

The  question  was  taken. 

RKCOROED  VOTX 

Mr.  WALKER.  Mr.  Speaker,  I 
demand  a  recorded  vote. 

A  recorded  vote  was  ordered. 

The  vote  was  taken  by  electronic 
device,  and  there  were— ayes  258,  noes 
127,  answered  "presenfl.  not  voting 
46,  as  follows: 

[RoU  No.  4021 


Ackerman 
Akaka 

Alexander 

Anderson 

Annunzio 

Anthony 

Applesate 

Aspin 

Atkins 

Barnes 

Bateman 

Bates 

BedeU 

Beilenson 

Bennett 

Bentley 

Bereuter 

Berman 

Boehlert 

Boggs 

Boner  (TN) 

Bonior(MI) 

Bonker 

Borski 

Bosco 

Boucher 

Brooks 

Brown  (CA) 

Bruce 

Bustamante 

Carper 

Carr 

ChappeU 

Cheney 

Clay 

Coats 

Coleman  (TX) 

Collins 

Conte 

Cooper 

Coyne 

Crane 

Crockett 

Darden 

Daschle 

Davis 

delaGaiza 

Dellums 

Derrick 

DeWine 

Dicks 

DinceU 

Donnelly 

Dorgan(ND> 

Dowdy 

Downey 

Durbin 

Dwyer 

Dymally 

Early 

Eckart(OH) 

Edwards  (CA) 


AYES-258 

English 

Erdreich 

Evans  (ID 

PasceU 

Fazio 

Feighan 

Pish 

FUppo 

Plorio 

Foley 

Ford  (MI) 

Frank 

Franklin 

Frost 

Fuqua 

Garcia 

Gejdenson 

Gephardt 

Gibbons 

Gllckman 

Gordon 

Gray  ( ID 

Gray  (PA) 

Green 

Guarini 

Gunderson 

HaU  (OH) 

Hamilton 

Hayes 

Hefner 

Hendon 

Hertel 

HUer 

HiUls 

Horton 

Howard 

Hoyer 

Huckaby 

Hughes 

Hunter 

Hyde 

Jacobs 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 

Jones  (TN) 

Kastenmeier 

Kemp 

Kennelly 

KUdee 

Kleczka 

Kolbe 

Kostmayer 

Kramer 

LaFalee 

Lagomarsino 

Lantos 

Leach  (LA) 

Lehman  (CA) 

Lehman  (PL) 

Lent 


Levin  (MI) 

Levine  (CA) 

Lewis  (CA) 

Lewis  (FD 

Upinski 

Loeffler 

Long 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

MacKay 

Man  ton 

Marlenee 

Martin  (NY) 

Matsui 

Mavroules 

Mamoli 

McCain 

McCandless 

McCIoskey 

McCurdy 

McHugh 

McKeman 

Mica 

Michel 

Miller  (CA) 

MUler  (WA) 

Mitchell 

Moakley 

Mollohan 

McxKly 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Murphy 

Myers 

Natcher 

Neal 

Nelson 

Nowak 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Packard 

Panetta 

Parris 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Pickle 

Porter 

Price 

Pursell 

QuUlen 

Rahall 

Rangel 


Ray 

Rmith  (LA) 

Valentine 

Reid 

Smith  (NJ) 

Vento 

Richardson 

Snowe 

Visclosky 

Ridge 

Solan 

Volkmer 

Rodino 

Spence 

Waldon 

Roe 

Spratt 

Walgren 

Rose 

St  Germain 

Watklns 

Rostenkowski 

Staggers 

Waxman 

Roth 

Stallings 

Weaver 

Rowland  (GA) 

Stark 

Weiss 

Roybal 

Stokes 

Wheat 

Rudd 

Strang 

Whitley 

Russo 

Studds 

Whitten 

Sabo 

Swift 

WiUiams 

Savage 

Synar 

Wilson 

Scheuer 

Tauke 

Wirth 

Schneider 

Tauzin 

Wise 

Schroeder 

Thomas  (GA) 

Wolf 

Schulze 

Torres 

Wolpe 

Seiberling 

Torricelli 

Wyden 

Sharp 

Towns 

Wylie 

Sikorski 

Traflcant 

Yates 

Slattery 

Traxler 

Young  (AK) 

Smith  (FD 

Udall 
NOES- 127 

Young  (MO) 

Andrews 

Frenzel 

Robinson 

Archer 

Gallo 

Roemer 

AuCoin 

Gaydos 

Rogers 

Badham 

Gekas 

Roukema 

Barnard 

Gingrich 

Rowland  (CT) 

Banlett 

Goodling 

Saxton 

Barton 

Schaefer 

Bevill 

Gregg 

Schuette 

Biaggi 

Hall.  Ralph 

Sensenbrenner 

Bilirakis 

Hammerschmidt  Shaw 

Bliley 

Henry 

Shelby 

Boulter 

Hopkins 

Shumway 

Broomfleld 

Hubbard 

Shuster 

Brown  (CO) 

Hutto 

Siljander 

Burton  (IN) 

Ireland 

Sisisky 

Byron 

Kanjorski 

Skelton 

Callahan 

Kasich 

Slaughter 

Carney 

Leath  (TX) 

Smith  (NE) 

Chandler 

Ughtfoot 

Smith,  Denny 

Chapman 

Livingston 

(OR) 

Cobey 

Uoyd 

Smith.  Robert 

Coble 

Lott 

(NH) 

Coleman  (MO) 

Lungren 

Smith.  Robert 

Combest 

Mack 

(OR) 

Coughlin 

Madigan 

Snyder 

Courier 

Martin  (ID 

Solomon 

Craig 

McCollum 

Stenholm 

Daniel 

McDade 

Stratton 

Dannemeyer 

McEwen 

Stump 

Daub 

McKinney 

Sundquist 

DeLay 

Meyers 

Sweeney 

Dickinson 

Miller  (OH) 

SwindaU 

DioGuardi 

Molinari 

Tallon 

Doman  (CA) 

Monson 

Thomas  (CA) 

Dreier 

Montgomery 

Vander  Jagt 

Duncan 

Moorhead 

Walker 

Dyson 

Nichols 

Weber 

Eckert(NY) 

Nielson 

Whitehurst 

Edwards  (OK) 

Oxley 

Whittaker 

Emerson 

Petri 

Wortley 

Evans (lA) 

Regula 

Yatron 

FaweU 

Rlnaldo 

Young  (FD 

Fiedler 

Ritter 

Fields 

Roberts 

D  1545 


ANSWERED  "PRESENT" 
Gonzalez 


NOT  VOTING— 46 


Abercrombie 

Armey 

Boland 

Boxer 

Breaux 

Bryant 

Burton  (CA) 

Campbell 

Chappie 

Cllnger 

Coelho 

Conyers 

Dixon 

Edgar 

Foglietta 

Ford(TN) 


Fowler 

GUman 

Grotberg 

Hansen 

Hartnett 

Hatcher 

Hawkins 

Holt 

Jones  (OK) 

Kaptur 

Kindness 

Kolter 

LatU 

Leiand 

Markey 

Martinez 


McGrath 

McMillan 

Mikulski 

Mineta 

Moore 

Murtha 

Oakar 

Schumer 

Skeen 

Strangeland 

Taylor 

Vucanovlch 

Wright 

Zschau 


So  (two- thirds  having  voted  in  favor 
thereof)  the  rules  were  suspended  and 
the  bill,  as  amended  was  passed. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

The  title  of  the  bill  was  amended  so 
as  to  read:  "A  bill  to  provide  for  the 
replacement  of  certain  lands  within 
the  Gila  Bend  Indian  Reservation,  and 
for  other  purposes." 

A  motion  to  reconsider  was  laid  on 
the  table. 


PERSONAL  EXPLANATION 

Mr.  OILMAN.  Mr.  Speaker,  I  was 
unavoidably  detained  on  roUcall  No. 
402.  Had  I  been  present,  I  would  have 
voted  "aye"  on  H.R.  4216.  settlement 
of  Papago  Tribe  claims  with  regards  to 
Painted  Rock. 


AGE  DISCRIMINATION  IN  EM- 
PLOYMENT AMENDMENTS  OP 
1986 

Mr.  PEPPER.  Mr.  Speaker,  by  direc- 
tion of  the  Committee  on  Rules,  I  call 
up  House  Resolution  554  and  ask  for 
its  immediate  consideration. 

The  Clerk  read  the  resolution,  as  fol- 
lows: 

H.  Res.  554 

Resolved,  That  at  any  time  after  the  adop- 
tion of  this  resolution,  the  Speaker  may, 
pursuant  to  clause  Kb)  of  rule  XXIII,  de- 
clare the  House  resolved  into  the  Commit- 
tee of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H.R. 
4154)  to  amend  the  Age  Discrimination  in 
Employment  Act  of  1967  to  remove  the 
maximum  age  limitation  applicable  to  em- 
ployees who  are  protected  under  such  Act, 
and  for  other  purposes,  and  the  first  read- 
ing of  the  bill  shall  be  dispensed  with.  After 
general  debate,  which  shall  be  confined  to 
the  bill  and  shall  continue  not  to  exceed  one 
hour,  to  be  equally  divided  and  controlled 
by  the  chairman  and  ranking  minority 
member  of  the  Committee  on  Education 
and  Labor,  the  bill  shall  be  considered  for 
amendment  under  the  five-minute  rule.  It 
shall  be  in  order  to  consider  the  amendment 
in  the  nature  of  a  substitute  recommended 
by  the  Committee  on  Education  and  Labor 
now  printed  in  the  bill  as  an  original  bill  for 
the  purpose  of  amendment  under  the  five 
minute  rule,  said  amendment  shaU  be  con- 
sidered as  having  been  read,  and  all  points 
of  order  against  said  substitute  for  failure  to 
comply  with  the  provisions  of  clause  7  of 
rule  XVI  are  hereby  waived.  No  amendment 
to  the  bill  or  to  said  substitute  shall  be  in 
order  except  the  amendment  by  Represent- 
ative Murphy  of  Pennsylvania  printed  in 
the  report  of  the  Committee  on  Rules  on 
this  resolution,  and  said  amendment  shall 
not  be  subject  to  amendment  or  to  a 
demand  for  a  division  of  the  question  in  the 
House  or  in  the  Committee  of  the  Whole 
but  shall  be  debatable  for  not  to  exceed  one 
hour,  to  be  equally  divided  and  controlled 
by  the  proponent  of  the  amendment  and  a 
Member  opposed  thereto.  At  the  conclusion 
of  the  consideration  of  the  bill  for  amend- 
ment, the  Committee  shall  rise  report  the 
bill  to  the  House  with  such  amendments  as 
may  have  been  adopted,  and  any  Member 
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may  demand  a  separate  vote  in  the  House 
on  any  amendment  adopted  to  the  bill  or  to 
the  committee  amendment  in  the  nature  of 
a  substitute.  The  previous  question  shall  be 
considered  as  ordered  on  the  bill  and 
amendments  thereto  to  final  passage  with- 
out intervening  motion  except  one  motion 
to  recommit  with  or  without  instructions. 

D  1555 

The  SPEAKER  pro  tempore  (Mr. 
HoYXR).  The  gentleman  from  Florida 
[Mr.  Pepper]  is  recognized  for  1  hour. 

Mr.  PEPPER.  Mr.  Speaker,  for  pur- 
poses of  debate  only,  I  yield  30  min- 
utes to  my  able  friend,  the  gentleman 
from  Tennessee  [Mr.  Quillen],  pend- 
ing which  I  yield  myself  such  time  as  I 
may  consume. 

Mr.  Speaker,  House  Resolution  554 
is  a  modified  closed  rule  providing  for 
the  consideration  of  H.R.  4154,  the 
Age  Discrimination  in  Employment 
Amendments  of  1986.  The  rule  makes 
the  amendment  the  nature  of  a  substi- 
tute reported  by  the  Committee  on 
Education  and  Labor  in  order  as  the 
original  text  for  the  purpose  of 
amendment.  Only  one  amendment  to 
the  committee  substitute  would  be  in 
order  under  the  provisions  of  the  rule. 
The  text  of  the  amendment  is  includ- 
ed in  the  rules  Committee  report  and 
may  only  be  offered  by  Representative 
MuitPHY  of  Pennsylvania.  The  amend- 
ment is  not  to  be  subject  to  amend- 
ment nor  to  a  demand  for  a  division  of 
the  question  and  is  to  be  debatable  for 
1  hour— to  be  equally  divided  and  con- 
trolled by  Mr.  Mttrpht  and  an  oppo- 
nent of  the  amendment. 

Finally,  Mr.  Speaker,  the  rule  pro- 
vides for  one  motion  to  recommit. 

Mr.  Speaker,  H.R.  4154  is  a  bill 
which  I  introduced  as  an  important 
step  for  the  Congress  to  take  in  bring- 
ing age-based  discrimination  to  an  end 
in  oiur  coimtry.  In  1967,  we  took  our 
first  step  toward  that  goal  with  the  en- 
actment of  the  Age  Discrimination  in 
Employment  Act.  That  act  prohibited 
employers  from  forcing  any  worker  to 
retire  because  of  his  or  her  age  if  the 
employee  was  65  years  of  age  or 
younger.  In  1978,  Congress  went  one 
step  further  and  adopted  amendments 
to  the  act  that  raised  the  mandatory 
retirement  threshhold  to  70  in  the  pri- 
vate sector  and— with  the  exception  of 
a  few  specific  occupations— outlawed 
mandatory  retirement  based  on  age  as 
part  of  the  Federal  Government's  em- 
ployment policy. 

H.R.  4154— the  next  step— would 
make  age-based  discriminating  illegal 
in  the  workplace.  No  employer  would 
be  permitted  to  have  an  employment 
policy  that  requires  workers  to  retire 
when  they  reach  a  certain  age.  As 
under  current  law.  an  employer  can  be 
exempted  from  the  act's  requirement 
if  it  can  be  shown  that  age  is  a  bona 
fide  occupational  qualification  for  the 
job  in  question. 

Mr.  Speaker,  I  have  always  main- 
tained that  age  discrimination  is  as  de- 


testable and  unjust  as  racial,  religious, 
or  sex  discrimination.  Our  society, 
which  prides  itself  on  a  system  that 
guarantees  equality  of  opportunity 
and  freedom  of  choice  for  all  of  its 
people,  for  too  long  has  tolerated  the 
mean  and  arbitrary  indignity  imposed 
upon  our  senior  citizens  when  they— 
though  of  sound  mind  and  able  body- 
are  told  that  they  are  too  old  to  earn 
their  living.  For  too  long,  we  have 
chosen  to  accept  the  assiunption  that 
people  of  a  certain  age  should  be  sub- 
jected to  business  policies  that  require 
retirement  whether  or  not  the  employ- 
ee chooses  to  retire.  Mandatory  retire- 
ment can  be  devastating  to  the  self- 
esteem  of  people  who  take  pride  in 
their  contributions  and  accomplish- 
ments. By  permitting  forced  retire- 
ment we  ignore  those  contributions 
and  foolishly  spurn  valuable  produc- 
tive potential. 

Mr.  Speaker,  when  I  was  bom  in 
1900.  only  5  percent  of  the  people  in 
oiur  country  were  over  65  years  of  age. 
Now  that  number  is  11  percent. 

In  less  than  50  years,  almost  20  per- 
cent of  the  population  in  our  country 
will  be  over  65  years  of  age. 

These  people  have  to  live.  Shall  we 
help  them  to  support  themselves  in 
honor  and  dignity,  to  continue  to 
make  a  valuable  contribution  to  their 
country,  or  should  we  make  them  sub- 
ject to  somebody  else's  support,  public 
aid,  in  order  to  survive? 

This  is  a  very  meaningful  measure. 
We  have  limited  in  the  Committee  on 
Rules  amendments  to  just  the  ones 
that  were  offered  in  the  Committee  on 
Education  and  Labor  itself,  at  the  re- 
quest of  the  distinguished  chairman  of 
that  committee. 

One  of  the  amendments  that  was  of- 
fered in  committee  by  the  gentleman 
from  Missouri  [Mr.  Coleman]  has 
been  eliminated  at  his  request  and  we 
will  have  a  colloquy  here  that  will 
cover  the  subject  of  that  amendment. 

There  is  one  amendment,  the 
Murphy  amendment,  that  would  be 
properly  debated  and  properly  heard. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consimie. 

Mr.  Speaker,  the  able  gentleman 
from  Florida  [Mr.  Pepper]  introduced 
this  bill  and  my  congratulations  to  the 
gentleman.  I  think  he  is  a  living  exam- 
ple of  why  this  bill  should  be  passed. 

Far  beyond  the  age  of  70,  as  we  cele- 
brated his  86th  birthday  recently,  the 
gentleman  is  going  full-blast  ahead. 
Just  like  the  Navy  ship  that  goes  into 
battle,  the  gentleman  is  there  and 
ready  at  all  times  to  do  likewise. 

This  is  a  good  rule,  Mr.  Speaker,  I 
urge  its  adoption  as  it  is,  and  when  the 
matter  is  debated  on  the  floor  of  the 
House,  I  urge  the  passage  of  the  bill. 

Age  creeps  up  on  all  of  us.  but  most 
people  remain  very  alert,  able  to  per- 
form their  duties  and  their  jobs,  and 
they  should  not  be  put  out  to  pasture 
for  reasons  of  age  alone. 


Mr.  Speaker,  this  measure  would 
eliminate  the  age  70  forced  retirement 
system.  I  recommend  serious  consider- 
ation by  Members  of  this  body  and 
passage  of  the  bill. 

Mr.  Speaker,  I  yield  5  minutes  to  the 
gentleman  from  Vermont  [Mr.  Jep- 

POROSl. 

Mr.  JEFFORDS.  Mr.  Speaker,  it  is 
with  reluctance  that  I  rise  in  opposi- 
tion to  the  rule  and  request  Members 
to  vote  against  the  previous  question. 

I  certainly  agree  with  the  thrust  of 
the  bill,  but  I  am  concerned  that  we, 
again,  are  going  to  be  hypocritical  in 
this  body.  Those  of  us  who  have  been 
involved  on  our  committee  with  re- 
spect to  the  civil  rights  actions  of  this 
body  have  noted  with  alarm  and  con- 
cern that  over  the  years,  when  we  pass 
a  civil  rights  bill,  an  antidiscrimination 
bill,  we  are  very  careful  always  to 
eliminate  our  own  people. 

We  have  done  that  consistently.  The 
CivU  Rights  Act,  for  instance,  does  not 
apply  to  Federal  employees. 

D  1605 

The  age  discrimination  bill  that  we 
are  worldng  on  today  allows  one 
amendment  to  allow  discrimination 
out  in  the  public  sector  with  our  police 
officers  and  public  safety  officers, 
whereas  in  the  Federal  law  we  exempt 
them  from  the  age  discrimination  law 
and  thus  sanction  age  discrimination. 

We  have  a  conflicting  policy.  Most 
Federal  employees,  are  covered,  but 
some  are  not.  But  most  importantly 
and  most  egregious  in  my  mind  is  the 
fact  that  we  have  traditionally  carved 
out  an  exemption  for  congressional 
employees  from  coverage  imder  our 
civil  rights  law,  and  here  we  do  it 
again. 

We  tried  in  the  committee  to  over- 
ride the  Federal  exceptions,  and  to 
cover  Congress,  we  believed  it  was  ap- 
propriate, and  the  committee  said, 
"Fine,  we  agree  with  you;  but  you 
have  got  to  wait  until  we  get  to  the 
floor  to  be  able  to  do  this.  The  rules 
will  not  allow  us  to  do  it  in  the  com- 
mittee, and  we  will  support  you  on  the 
floor." 

So  we  go  to  the  Rules  Committee  to 
get  a  rule,  and,  lo  and  behold,  we 
cannot  get  a  rule  to  allow  the  amend- 
ment. Now,  I  wonder  why  that  is. 

Mr.  BARTLETT.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  JEFFORDS.  I  yield  to  the  gen- 
tleman from  Texas. 

Mr.  BARTLETT.  Mr.  Speaker,  I 
thank  the  gentleman  for  yielding. 

This  is  a  very  serious  debate  for  this 
House  floor.  If  the  gentleman  recalls 
at  the  markup  in  the  full  committee, 
the  gentleman  was  there  and  he  at- 
tempted to  make  this  rule,  to  attach 
this  to  the  bill,  and  as  I  recall  we  were 
told,  just  to  show  that  this  is  not  a 
partisan  debate,  by  the  other  side,  the 
chairman  of  the  committee,  that  in 
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fact  he  thought  that  the  amendment 
was  germane  and  should  be  considered 
on  the  floor  and  he  would,  and  subse- 
quently did,  advocate  a  rule— this  is 
Chairman  Hawkins— that  would  allow 
this  amendment  to  come  before  the 
body  on  the  floor.  Is  that  correct? 

Bar.  JEFFORDS.  That  Is  my  under- 
standing, Mr.  Speaker,  and  I  commend 
the  chairman  for  taking  that  attitude. 
I  think  he  is  quite  correct. 

Then  we  find  that  we  are  frustrated 
at  this  moment,  as  we  have  been  in 
the  past,  by  not  being  able  to  do  what 
I  believe  is  so  important  for  leadership 
in  this  country,  to  show  an  example  of 
this  Congress  as  to  what  we  are  requir- 
ing the  rest  of  the  country  to  do. 

Mr.  PEPPER.  Mr.  Speaker,  wiU  the 
gentleman  yield? 

Mr.  JEFFORDS.  I  am  happy  to  yield 
to  the  chairman  of  the  committee. 

Mr.  PEPPER.  Mr.  Speaker.  I  want  to 
commend  the  gentleman  from  Ver- 
mont upon  the  attitude  that  he  has 
taken. 

In  general,  the  gentleman  was  ex- 
pressing the  principles  in  which  I  be- 
lieve; but  I  am  hoping  that  we  can 
keep  this  bill,  if  possible,  just  to  a 
clean  bill  and  then  add  a  subsequent 
date  when  we  come  back  in  the  new 
session,  take  up  all  the  various  amend- 
ments and  changes  that  should  be 
made  in  the  exemptions. 

As  a  matter  of  fact,  I  do  not  think 
there  should  be  any  age  criteria  in  re- 
spect to  employment.  Qualifications, 
yes;  requirements,  yes;  but  not  an  arbi- 
trary age  number,  and  the  gentleman's 
ideas  are  my  ideas,  but  the  only  reason 
the  Rules  Committee  did  not  make 
that  kind  of  an  amendment  In  order 
was  because  the  chairman  of  the  Com- 
mittee on  Education  and  Labor  wanted 
to  limit  the  amendments  just  to  those 
that  were  offered  in  the  committee. 

I  am  hoping  that  the  distinguished 
gentleman  will  come  back  again  and 
help  us  after  the  new  session  begins  to 
consider  the  whole  subject  of  changes 
and  exemptions  and  other  exceptions 
that  may  be  appropriate  to  the  bill; 
but  on  this  occasion,  since  we  are  so 
late  in  the  session  and  I  am  afraid  that 
additional  amendments  would  mar  the 
possibility  of  passage  of  our  bill  by  the 
other  body  before  the  end  of  the  ses- 
sion, and  the  end  of  this  Congress,  I 
am  hopeful  that  we  can  keep  this  to  a 
clean  bill  and  vote  to  the  subject  of  ex- 
ceptions and  amendments  and  exemp- 
tions in  our  next  session. 

Mr.  JEFFORDS.  Mr.  Speaker,  I 
thank  the  gentleman  for  his  support 
in  what  we  are  trying  to  do. 

My  own  problem  is  that  through  my 
experience  in  this  Congress  trying  and 
trying  time  and  time  again  to  get  this 
body  to  live  up  to  its  own  responsibil- 
ities in  this  issue  is  that  if  we  do  not 
do  It  now,  there  never  will  be  another 
time,  because  to  get  it  up  before  a 
committee  or  to  get  it  acted  upon  after 


we  have  raised  the  issue  in  committee 
is  impossible. 

The  SPEAKER  pro  tempore  (Mr. 
Weavbr).  The  time  of  the  gentleman 
from  Vermont  has  expired. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
one  additional  minute  to  the  gentle- 
man. 

Mr.  PEPPER.  Mr.  Speaker,  if  the 
gentleman  will  yield  further,  I  will 
guarantee  the  gentleman  that  as 
chairman  of  the  Rules  Committee  I 
will  have  the  support  of  the  ranking 
minority  member  and  we  will  give  the 
gentleman  a  hearing  and  we  will  give 
the  gentleman  a  rule  next  year. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
5  minutes  to  the  gentleman  from 
Texas  [Mr.  Bartlett]. 

Mr.  BARTLETT.  Mr.  Speaker,  per- 
haps we  are  making  progress,  because 
I  recall  2  years  ago  when  we  faced  the 
same  civil  rights  issue  on  whether  to 
apply  the  law  that  prohibits  discrimi- 
nation to  everybody  else,  whether  to 
apply  it  to  the  Congress,  we  were  at 
that  time  2  years  ago  on  the  civil 
rights  bill  again  promised  hearings 
and  promised  votes,  so  I  very  much  ap- 
preciate the  chairman  of  the  Rules 
Committee  offering  at  some  other 
time  to  make  this  in  order. 

I  would  suggest  to  the  chairman  of 
the  Rules  Committee  and  to  others 
that  we  can  make  it  in  order  today, 
this  moment,  this  hour,  this  day.  after 
19  years  this  Congress  in  1967  made  it 
illegal,  as  we  should  have,  to  discrimi- 
nate based  on  an  arbitrary  age.  We 
have  amended  that  law  twice  and  we 
are  amending  it  again  today  19  years 
later. 

I  would  suggest  to  the  chairman  of 
the  Rules  Committee  and  others  that 
the  time  is  today.  1986,  to  say  that  the 
basic  civil  rights  laws  of  this  Nation 
ought  to  apply  to  the  Congress  as  an 
employer  just  like  it  applies  to  every- 
one else. 

Mr.  Speaker,  I  support  this  bill  and  I 
support  the  law.  Age  discrimination  is 
illegal  and  ought  to  be  illegal.  The  dif- 
ficulty is  that  it  is  illegal  for  virtually 
every  employer  in  this  country  except 
the  Congress  of  the  United  States. 

I  support  the  bill,  but  I  oppose  the 
closed  rule  which  would  deny  the  Con- 
gress an  opportunity  to  apply  that  law 
to  Congress. 

The  bottom  line  is  this.  Discrimina- 
tion based  on  age  is  illegal.  It  ought  to 
be  and  it  has  been  since  1967.  It  is  ille- 
gal except  for  Congress  as  an  employ- 
er. A  dry  cleaner  may  not  discriminate 
based  on  age.  but  the  House  restau- 
rant system  might. 

A  city  government  may  not  discrimi- 
nate, but  the  Library  of  Congress  can 
and  the  Capitol  Hill  Security  Police 
may. 

The  gas  station,  the  steel  plant,  may 
not  discriminate,  nor  should  they  be 
able  to,  but  committee  staff,  personal 
staff,  are  not  prohibited. 


Is  there  legal  discrimination  in  this 
Congress? 

Yes,  there  is.  The  rules  say  that  it  Is 
permitted.  It  is  not  excluded. 

This  is  a  crystal  clear  vote,  Mr. 
Speaker.  We  will  ask  for  a  vote  on  the 
previous  question  so  that  the  gentle- 
man from  Vermont  [Mr.  Jeffords] 
may  offer  an  amendment  to  the  rule 
to  make  in  order  one  amendment  to 
permit  this  body  to  vote  on  the  first 
time  this  session  that  we  will  be  able 
to  vote  on  a  basic  civil  rights  law. 

It  is  a  crystal  clear  vote.  A  "yes"  vote 
for  the  previous  question  will  close  the 
rule  and  a  "yes"  vote  for  every 
Member  of  this  Congress  means  that 
that  Member  is  voting  that  Congress 
should  not  be  covered  by  the  prohibi- 
tion against  discrimination  and  that 
everyone  else  should. 

A  "no"  vote,  and  I  urge  a  "no"  vote 
on  the  previous  question,  will  allow 
Congress  then  to  vote  to  include  Con- 
gress in  the  rule  itself. 

Now,  a  rule  that  provides  waivers,  a 
rule  that  is  made  in  order  is  not  only 
not  imusual.  it  is  usual.  As  I  come  to 
this  House  floor  and  vote  on  rules,  it 
seems  to  me  that  three  out  of  four 
rules,  75  percent  of  the  rules  that  we 
consider,  are  not  only  open  rules,  as 
they  should  be,  but  they  also  provide 
waivers  so  that  amendments  that  the 
House  wants  to  consider  that  apply  to 
that  law  are  made  in  order,  but  this 
bill  does  not. 

We  were  told  in  the  subcommittee 
that  there  would  be  none  in  the  sub- 
committee because  of  this  amendment. 

We  were  told  in  the  full  committee 
that  while  people  said  they  supported 
the  amendment,  they  did  not  support 
it  at  that  time,  in  that  committee  and 
at  that  place,  and  so  it  was  ruled  ger- 
mane, but  outside  the  jurisdiction. 

When  we  get  to  the  House  floor,  and 
on  the  House  floor  it  is  clearly  within 
our  jurisdiction  to  apply  the  rules  to 
everybody  else  but  ourselves,  but 
somehow  it  is  not  germane. 

It  was  considered  twice  by  the  Rules 
Committee.  The  second  time  it  was  a 
divided  vote.  It  was  a  bipartisan  vote. 
Members  on  that  side  of  the  aisle  as 
well  as  this  side  of  the  aisle  voted  to 
make  this  amendment  in  order.  It  is 
not  a  Republican  issue,  it  is  not  a 
Democratic  issue.  It  is  an  issue  of  right 
and  wrong.  It  is  an  issue  of  fairness.  It 
is  an  issue  that  after  19  years  of  other 
employers  not  being  permitted  to  dis- 
criminate, it  is  time  to  apply  that  law 
to  the  Congress. 

Mr.  PEPPER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  BARTLETT.  I  will  gladly  yield 
to  the  chairman. 

Mr.  PEPPEai.  Mr.  Speaker,  does  the 
able  gentleman's  amendment  relate 
primarily  to  congressional  employees? 

Mr.  BARTLETT.  Yes,  sir;  to  Con- 
gress as  an  employer. 
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Mr.  PEPPER.  I  will  say  to  the  able 
gentleman  what  I  said  to  the  distin- 
guished gentleman,  his  predecessor 
from  Vermont,  that  we  had  hoped  this 
bill  could  pass  as  a  clean  bill,  go  to  the 
other  body,  be  approved  at  this  session 
of  the  Congress,  and  the  United  States 
of  America  could  tell  the  world  that  in 
America  in  general,  with  a  few  excep- 
tions, you  are  not  forced  out  of  your 
employment  because  of  your  age.  If 
you  have  the  ability  mentally  and 
physically  or  otherwise  to  meet  rea- 
sonable qualifications,  you  may  con- 
tinue to  do  so  however  long  the  Lord 
may  bless  you  with  life. 

Now,  there  are  lots  of  people  that 
would  like  to  have  amendments  con- 
sidered, but  we  had  hoped  at  this  time 
so  late  in  the  session  as  it  is  that  we 
could  keep  the  amendments  down  and 
have  a  clean  bill. 

The  SPEAKER  pro  tempore.  The 
time  of  the  gentleman  from  Texas  has 
expired. 

Mr.  QUILLEN.  Mr.  Speaker.  I  yield 

1  additional  minute  to  the  gentleman 
from  Texas. 

Mr.  PEPPER.  Mr.  Speaker,  if  the 
gentleman  will  yield  further,  may  I 
just  say  one  further  word.  Actually,  I 
would  be  very  much  surprised  if  I 
learned  there  was  a  single  Member  of 
this  House  who  had  a  policy  of  requir- 
ing the  retirement  of  his  or  her  em- 
ployees on  account  of  age.  So  far  as  I 
am  aware,  Members  of  the  House 
employ  their  personnel  on  the  ground 
of  qualifications  and  they  discontinue 
their  employment  whenever  they 
think  for  reasons  adequate  to  them- 
selves they  should  not  be  retained  in 
the  employ  of  the  Congressman  or 
Congresswoman. 

So  the  need,  I  would  say  to  my 
friend,  the  need  I  think  is  not  so  great 
in  the  congressional  employment  field 
as  it  may  be  in  some  others. 

I  hope  that  the  gentleman  will  defer 
persistence  on  this  amendment  until 
we  can  consider  the  whole  subject  of 
fiuther  amendments  at  a  later  time. 

Mr.  BARTLETT.  Mr.  Speaker,  I  re- 
spect the  chairman  a  great  deal.  The 
whole  subject  has  been  considered  for 
19  years.  It  could  have  been  in  the 
original  bill  that  the  chairman  intro- 
duced. It  could  have  been  made  a  part 
of  the  Education  and  Labor  Commit- 
tee report.  It  could  have  been  made  a 
part  of  the  Rules  Committee  and  it 
can  be  adopted  today. 

Mr.  Speaker,  I  urge  a  "no"  vote  on 
the  previous  question. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 

2  minutes  to  the  gentleman  from  Ne- 
braska [Mr.  Daub]. 

Mr.  DAUB.  Mr.  Speaker,  I  rise  in 
strong  support  of  H.R.  4154,  which 
will  eliminate  age-based  mandatory  re- 
tirement and  recognize  that  every- 
one—regardless of  age— is  entitled  to 
prove  his  or  her  individual  ability  to 
do  a  Job.  I  have  been  an  original,  co- 
sponsor  of  this  legislation  since  it  was 


introduced  in  1982  by  Congressman 
Pkpfkr.  who  I  want  to  commend  for 
his  outstanding  leadership  on  this 
issue. 

I  have  received  a  substantial  amount 
of  input  from  my  constituents  in  Ne- 
braska who  are  reaching  the  age  of  70 
and  who  are  able  and  willing  to  make 
a  contribution  to  America's  labor 
force.  The  biU  we  are  considering 
today  will  ensure  that  such  individuals 
all  across  the  country  will  be  able  to 
put  their  wisdom  and  talents  to  use. 

Mr.  Speaker,  it  has  been  estimated 
that  enactment  of  H.R.  4154  will  add 
195,000  more  older  workers  to  the 
labor  force  by  the  year  2000  than 
would  be  under  current  law.  Thus, 
along  with  removing  a  legal  hurdle  for 
thousands  of  older  Americans  who 
want  to  work  past  the  age  of  70,  this 
bill  will  ameliorate  the  impending 
lat>or  shortage  that  this  Nation  faces 
due  to  the  decline  of  young  workers 
entering  the  labor  force. 

The  most  important  point  of  this 
legislation  is  simple:  Age  is  Just  a 
number.  This  bill  grants  the  right  to 
work  to  those  Americans  age  70  and 
older  who  want  to  and  are  capable  of 
continuing  employment.  This  is  an  es- 
sential effort,  and  I  again  want  to 
commend  Congressman  Pepper  for  his 
leadership  on  this  issue. 

D  1620 

Mr.  PEPPER.  Mr.  Speaker,  I  yield  3 
minutes  to  the  gentleman  from  Cali- 
fornia [Mr.  Panetta]. 

Mr.  PANETTA.  Mr.  Speaker,  I 
thank  the  gentleman  from  Florida  for 
yielding  time  to  me. 

Mr.  Speaker,  on  behalf  of  the  chair- 
man of  the  full  Committee  on  House 
Administration  and  myself  as  chair- 
man of  the  Subcommittee  on  Person- 
nel and  Police,  what  I  want  to  do  is  to 
present  the  following  comments  to 
clarify  the  situation  with  regards  to 
the  law  as  it  applies  to  the  House  of 
Representatives. 

The  gentleman  from  Texas  [Mr. 
Bartlett]  is  asking  a  very  basic  ques- 
tion here,  and  the  question  is:  Should 
this  law  be  applicable  to  the  Congress? 
I  think  that  all  of  us  support  the  ob- 
jectives of  the  gentleman  from  Texas. 
There  should  be  no  discrimination  in 
employment  as  a  result  of  age.  But  as 
a  matter  of  constitutional  separation 
of  powers  and  as  a  matter  that  has 
been  established  by  a  number  of  court 
decisions,  each  Chamber  of  the  Con- 
gress must  adopt  its  own  standards  to 
carry  out  this  objective. 

I  would  point  out  to  the  gentleman 
the  fact  that  the  House  does  not  at 
the  present  time  have  a  nondiscrim- 
ination rule,  rule  XLIII.  I  would  also 
point  out  that  the  Committee  on 
House  Administration  just  last  week 
adopted  an  improvement  to  the  griev- 
ance procedure  establishing  for  the 
first  time  a  grievance  procedure  that 
all  of  the  officers  of  the  House  have  to 


abide  by  when  it  comes  to  adverse  ac- 
tions, those  including  discrimination 
as  well  as  adverse  actions  as  a  result  of 
other  reasons. 

In  keeping  with  the  purpose  of  the 
gentleman's  amendment,  I  have  dis- 
cussed this  with  the  chairman,  and  the 
chairman,  on  behalf  of  the  committee, 
will  write  to  the  Committee  on  Rules 
to  ask  that  they  not  only  implement 
the  procedure  that  has  been  approved 
by  the  full  committee  on  grievance, 
but  also  that  they  expand  House  rule 
XLIII  to  provide  a  specific  prohibition 
on  age  discrimination.  That  is  not  the 
case  today.  The  gentleman  I  think  has 
raised  a  legitimate  issue  with  regards 
to  that  being  included  under  rule 
XLIII.  At  the  present  time  it  prohibits 
discrimination  on  the  basis  of  race, 
color,  religion,  sex,  or  national  origin. 
The  move  by  the  chairman  would  be 
to  ask  the  Rules  Committee  to  expand 
that  requirement  to  cover  age. 

I  would  also  point  out  that  the  cir- 
cuit court  of  appeals  very  recently  in 
the  D.C.  circuit  has  cited  with  approv- 
al the  House  provisions  prohibiting 
employment  discrimination.  The  op- 
portunity for  House  employees  seek- 
ing redress  on  account  of  age  discrimi- 
nation will  thus  be  specifically  provid- 
ed for  through  an  improved  procedure 
within  the  branch  and  under  House 
rules,  and  the  House  will  have  taken 
the  ncessary  action  as  envisioned  by 
the  Constitution  to  govern  its  own  in- 
ternal affairs  through  the  exercise  of 
its  rulemaking  power. 

I  support  the  objective  of  the  gentle- 
man, and  I  think  all  of  us  support  that 
objective,  but  I  would  suggest  that  it  is 
the  responsibility  of  this  institution  to 
govern  its  own  internal  affairs,  includ- 
ing its  personnel  policy,  and  that  the 
action  of  the  Committee  on  House  Ad- 
ministration properly  addresses  that 
issue. 

Mr.  PEPPER.  Mr.  Speaker,  I  yield  2 
minutes  to  the  gentleman  from  Michi- 
gan [Mr.  Ford],  the  able  chairman  of 
the  distinguished  Committee  on  Post 
Office  and  Civil  Service. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, the  gentleman  from  Vermont  [Mr. 
Jeffords]  is  one  of  the  most  respected 
members  of  our  committee,  and  I  do 
not  frequently  disagree  with  him.  In 
this  case,  however,  I  am  afraid  that  he 
is  trying  to  move  too  quick  and  that 
while  I  cannot  quarrel  with  what  he 
would  like  to  ultimately  achieve,  to  do 
it  in  the  way  in  which  he  wants  to  do 
it  would  cause  us  considerable  difficul- 
ty. 

If  we  do  what  he  is  suggesting  today, 
we  would  change  the  law  with  regard 
to  CIA  employees.  Foreign  Service  of- 
ficers, air  traffic  controllers,  law  en- 
forcement officers,  prisbn  guards,  and 
the  Secret  Service  Uniformed  Division. 

I  have  a  letter  from  the  Justice  De- 
partment indicating  that  they  are  very 
strongly  opposed  to  the  elimination  of 


25430 


CONGRESSIONAL  RECORD— HOUSE 


September  23,  1986 


the  age  limitation,  and  they  have 
27,500  law  enforcement  people  in  that 
one  Department  that  our  committee  is 
responsible  for. 

Very  recently  we  passed,  and  the 
President  signed,  an  entire  new  pen- 
sion system  for  the  Federal  work 
force,  and  in  that  pension  system  we 
had  to  take  into  account  the  differ- 
ence in  the  accrual  rate  for  people 
who  are  mandated  into  retirement  at  a 
given  age,  like  CIA  agents  and  Foreign 
Service  officers  and  border  patrolmen 
and  people  in  several  specific  catego- 
ries. If  we  were  to  now  eliminate  the 
mandatory  retirement  before  we  could 
go  back  and  change  the  accrual  sched- 
ules, we  would  create  an  interesting 
kind  of  a  budget  problem,  because  we 
would  be  accruing  in  a  discriminatory 
way  for  people  in  those  occupations 
pension  benefits  that  would  in  no  way 
be  actuarially  sound. 

If  this  is  to  be  done,  it  should  be 
done  prospectively,  with  adequate 
time  elapsing  in  advance  to  notify  the 
Congress  to  make  the  necessary 
changes— the  Congress  and  the  Presi- 
dent—in the  pension  laws  that  would 
accommodate  such  drastic  changes. 
We  are  not  talking  about  a  few  him- 
dred  people,  we  are  talking  about 
many  thousands. 

Mr.  Speaker,  I  rise  in  support  of  House  Res- 
olution 554,  the  rule  providing  for  the  consid- 
eration of  H.R.  4154.  The  rule  has  come 
under  attack  because  it  does  not  permit  con- 
sideration of  the  so-called  Jeffords  amend- 
ment, but  in  tnjth.  it  wouW  have  been  improp- 
er arid  unwise  to  make  the  Jeffords  aniend- 
ment  in  order. 

The  Jeffords  amendmerrt  would,  without 
hearings,  agericy  comment,  or  any  analysis  by 
anyone  familiar  with  the  agencies  that  would 
be  affected,  eliminate  the  mandatory  retire- 
ment ages  for  CIA  employees,  Foreign  Serv- 
ice officers,  air  traffk:  controllers,  law  enforce- 
ment offKers,  prison  guards,  and  the  Secret 
Service  Uniformed  Division. 

I  can't  believe  that  any  Member  of  Con- 
gress would  want  to  move  blindly  into  this 
area  and  risk  disrupting  the  operations  of  so 
many  vital  agencies.  The  Justne  Department 
strorigty  opposes  ttie  change  in  retirement 
policy  that  Mr.  Jeffords  Is  advocating.  On 
August  14,  Assistant  Attorney  General  John 
R.  Bolton  wrote  to  me  that  "ttie  Department 
of  JustK»  supports  the  use  of  chronological 
age  as  ttie  most  efficient  way  for  law  enforce- 
ment agencies  to  ensure  a  workforce  in  peak 
conditkxi."  Ji^bce  emptoys  27,450  Federal 
law  enforcement  officers,  including  FBI 
agents.  Isn't  it  obvkxjs  ttiat  we  should  hold 
hearings  and  exptore  ttie  effect  of  the  Jeffords 
amendment  before  voting  on  it? 

The  gentleman  from  Vermont  is  my  friend 
and  I  respect  his  sincerity  on  this  matter,  but  I 
have  to  ask,  why  is  he  raising  this  issue  now? 
Where  was  ttie  gentleman  in  1984  and  1985 
when  the  Post  Office  and  Civil  Service  Com- 
mittee hekl  12  hearings  on  redesigning  the 
Federal  Employees'  Retirement  System?  Wtiy 
did  he  not  raise  the  issue  of  retirement  ages 
at  an  appropriate  time  and  place,  with  ttie 
committee  of  jurisdictran? 


As  every  Member  knows,  we  recently  en- 
acted legislation  to  create  a  new  retirement 
system  which  adopts  the  historical  retirement 
ages  for  air  traffk:  controllers,  firefighters,  and 
law  enforcement  officers.  The  new  law  in- 
cludes more  generous  benefit  accrual  formu- 
las that  are  pegged  to  tliose  eariier  than 
normal,  mandatory  retirement  ages. 

Mr.  Jeffords'  amendment  wouki  wreak 
havoc  on  the  new  retirement  system.  It  would 
eliminate  mandatory  retirement  ages  without 
changing,  or  even  allowing  time  to  change, 
the  benefit  accrual  formulas  that  go  along  with 
them.  I  guarantee  that  his  amendment  would 
have  a  negative  budget  Impact  on  the  Gov- 
ernment 

Ttie  gentleman  from  Vermont  can  introduce 
legislatran  to  achieve  ttie  effect  he  claims  to 
want,  but  he  has  not  done  so.  The  Rules 
Committee  was  at>solutety  right  not  to  allow 
ttie  gentleman  to  circumvent  normal  proce- 
dures, to  Ignore  committee  jurisdiction,  and  to 
ignore  ttie  positnn  of  ttie  agencies  his  amend- 
ment would  affect. 

I  thank  the  Rules  Committee  and  its  ctiair- 
man  for  tfieir  decisKKi  not  to  waive  points  of 
order  and  make  the  Jeffords  amendment  In 
order,  and  I  urge  my  colleagues  to  support  ttie 
rule. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
1  minute  to  the  gentleman  from  Ver- 
mont [Mr.  Jeffords]. 

Mr.  JEFFORDS.  Mr.  Speaker,  I 
want  to  inquire  as  to  what  the  inten- 
tions of  the  gentleman  from  Michigan 
[Mr.  Ford]  are.  In  1978,  I  believe, 
when  these  issues  were  raised,  it  was 
my  understanding  that  the  committee 
was  going  to  look  into  these  things 
and  come  forward  with  a  program  so 
that  we  would  not  be  left  with  this 
hypocritical  situation  with  a  lot  of 
Federal  employees  not  being  covered 
by  the  Age  Discrimination  Act. 

It  is  1986,  and  I  wonder  how  that 
progress  Is  coming,  and  where  we 
stand  with  respect  to  that  commit- 
ment at  that  time. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, wiU  the  gentleman  yield? 

Mr.  JEFFORDS.  I  yield  to  the  gen- 
tleman from  Michigan  [Mr.  Ford]. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  would  tell  the  gentleman  that  in 
1984  and  1985  the  Post  Office  and 
Civil  Service  Committee  held  12  hear- 
ings. Some  part  of  all  12  hearings  de- 
voted itself  to  the  mandatory  retire- 
ment provisions  affecting  different 
kinds  of  Federal  employees,  and  that 
was  all  part  of  the  preparation  for 
writing  the  pension  law. 

The  Senate  did  similar  study  on  this, 
and  Senator  Stevens  and  his  commit- 
tee, and  I  with  my  committee,  have 
been  up  and  down  this  road  with  OMB 
and  with  the  Office  of  Personnel  Man- 
agement. We  reached  accommodations 
and  agreements  that  were  based  on 
everybody's  best  judgment  of  what 
was  best  for  the  Federal  work  force. 

We  did  not  get  into  the  philosophi- 
cal argument  about  whether  you 
should  retire  a  CIA  agent  at  55  just 
because  he  is  a  CIA  agent 


Mr.  QUILLEN.  Mr.  Speaker.  I  had 
previously  advised  the  gentleman  from 
Florida  [Mr.  Pepper]  that  I  had  no 
further  requests  for  time,  but,  Mr. 
Speaker,  I  yield  2  additional  minutes 
to  the  gentleman  from  Vermont  [Mr. 
Jeffords],  and  I  yield  2  additional 
minutes  to  the  gentleman  from  Texas 
[Mr.  Bartlett],  at  the  conclusion  of 
which  I  yield  back  the  balance  of  my 
time. 

Mr.  JEFFORDS.  Mr.  Speaker,  my 
approach  to  the  rules  does  not  include 
the  problem  that  the  gentleman  is 
talking  about,  although  I  am  deeply 
disturbed  by  that  situation.  We  are 
raising  only  the  issue  of  congressional 
employees  at  this  time,  so  I  would 
hope  in  general  debate  to  be  able  to 
discuss  further  the  issue  that  we  are 
talking  here. 

I  would  hope  that  perhaps  the  gen- 
tleman from  California  is  still  here  so 
that  I  could  better  ascertain  what  his 
commitment  is  to  us,  so  that  we  can 
determine  whether  or  not  we  want  to 
pursue  our  defeat  of  the  previous 
question.  If  the  gentleman  from  Cali- 
fornia would  enlighten  us  as  to  what 
kind  of  a  commitment  we  are  getting 
here  with  respect  to  including  congres- 
sional employees  imder  the  protec- 
tions of  the  Age  Discrimination  Act,  if 
I  am  getting  what  I  consider  to  be  a 
victory  here  in  a  sense — certainly  the 
gentleman's  word  is  as  good  as  gold  as 
far  as  I  am  concerned— then  I  may  be 
willing  to  withdraw  my  opposition  to 
the  previous  question. 

Mr.  PANETTA.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  JEFFORDS.  I  yield  to  the  gen- 
tleman from  California. 

Mr.  PANETTA.  Mr.  Speaker,  the 
point  that  I  made  is  that  under  rule 
XLIII  there  is  a  provision  under  our 
House  r\iles  that  prohibits  discrimina- 
tion on  the  basis  of  race,  creed,  color, 
or  national  origin,  but  it  does  not  in- 
clude age.  I  have  discussed  this  with 
the  chairman  of  the  full  committee, 
the  gentleman  from  Illinois  [Mr.  An- 
NUNzio],  and  we  agreed  that  we  will 
write  the  Committee  on  Rules  and  ask 
them  to  make  that  change  to  the 
House  rules  to  include  age  as  part  of 
the  prohibition  under  rule  XLIII. 

Mr.  JEFFORDS.  Mr.  Speaker,  it  is 
my  imderstanding  that  the  chairman 
of  the  Committee  on  Rules  certainly 
gave  me  his  coounitment  that  when 
this  issue  came  up,  and  in  an  appropri- 
ate manner,  that  he  would  support  it, 
and  I  would  ask  the  chairman  of  the 
Rules  Committee  if  he  would  support 
such  a  rules  change. 

Mr.  PEPPER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  JEFFORDS.  I  yield  to  the  gen- 
tleman from  Florida. 

Mr.  PEPPER.  Mr.  Speaker,  I  cannot 
guarantee,  of  course,  what  my  col- 
leagues on  the  Rules  Committee  will 
do,  but  we  will  try  to  hear  sjrmpatheti- 
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cally  any  reasonable  application  for  a 
rule.     

Mr.  JEFFORDS.  As  I  understood 
the  gentleman  personally,  I  realize 
that  he  cannot  commit  the  Rules 
Committee,  but  he  personally  would 
support  a  rule  which  did  not  allow  dis- 
crimination on  age? 

Mr.  PEPPER.  I  would  support  a  rule 
for  any  fair  consideration  of  further 
exemptions  or  amendments  relative  to 
this  act.         

The  SPEAKER  pro  tempore.  The 
Chair  recognizes  the  gentleman  from 
Texas  [Mr.  Bartutt]  for  2  minutes. 

Mr.  BARTLETT.  Mr.  Speaker,  I 
have  an  additional  foUowup  question 
for  the  gentleman  from  California  in 
the  same  line,  because  it  does  seem  to 
me  that  at  least  we  have  made  some 
progress  here  today. 

There  are  two  issues,  however.  One 
is  whether  Congress  should  exempt 
itself  from  a  law  that  it  creates  for  ev- 
erybody else,  and  imder  the  gentle- 
man's propos^,  we  would  continue  to 
be  exempt  from  that  law,  and  I  want 
to  say  that  even  though  I  think  we 
have  made  progress,  I  still  do  not 
think  that  that  is  a  good  idea,  and  I  do 
not  think  that  it  is  fair.  I  think  that 
the  laws  ought  to  apply  to  Congress 
like  everyone  else. 
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But  the  second  issue,  as  I  under- 
stand the  gentleman's  commitment 
and  the  House  Administration  Com- 
mittee's commitment  is  to  hold  hear- 
ings in  the  next  session,  early  in  the 
next  session,  to  change  or  attempt  to 
change  a  proposal  to  change  House 
Rule  43  to  include  the  prescription 
against  discrimination  based  on  age. 
The  chairman  of  the  Rules  Committee 
has  pledged  to  support  that. 

I  would  ask  a  followup  question.  It 
would  be  the  intention  of  the  commit- 
tee to  also  hold  a  hearing  and  examine 
the  issue  as  to  how  we  can  make  the 
enforcement  mechanism  parallel  the 
law  itself  so  that  employees  have  an 
effective  right  of  appeal.  Would  the 
gentleman  work  with  Members  who 
feel  strongly  about  that  issue  on  the 
enforcement  mechanism? 

Mr.  PANETTA.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  BARTLETT.  I  yield  to  the  gen- 
tleman from  California. 

Mr.  PANETTA.  Mr.  Speaker,  there 
are  two  reasons  we  are  going  to  be 
writing  the  chairman  of  the  Rules 
Committee.  One  is  to  implement  a 
grievance  procedure  that  has  been  ap- 
proved by  the  House  Administration 
Committee  Just  last  week  that  would 
require  all  of  the  House  officers  to  im- 
plement a  procedure  that  would  pro- 
vide a  hearing,  plus  an  appeals  right  to 
employees  who  are  the  victims  of  ad- 
verse action. 

My  hope  would  be  to  get  that  proce- 
dure in  place  and  try  to  make  that 
work.  I  would  be  happy  to  work  with 


the  gentleman  and  others  who  express 
a  concern  to  make  sure  that  the  proce- 
dure works.     

Mr.  BARTLETT.  Mr.  Speaker,  what 
would  be  the  latest  time  that  that 
would  come  back  to  the  House  floor? 

Mr.  PANETTA.  Mr.  Speaker,  we 
would  hope  that  that  recommendation 
for  a  rules  change  would  take  effect  at 
the  begirming  of  the  next  session. 

Mr.  BARTLETT.  I  thank  the  gentle- 
man. 

I  would  say  I  think  that  this  is  half  a 
loaf,  but  it  is  an  indication  of  progress. 
One  day  the  House  will  make  applica- 
ble to  the  Congress  the  laws  of  this 
land,  but  perhaps  not  today. 

Mr.  PEPPER.  Mr.  Speaker,  I  yield 
such  time  as  he  may  consume  to  the 
able  gentleman  from  New  York  [Mr. 

BlAGGi]. 

Mr.  BLAGGI.  Mr.  Speaker,  I  do  not 
intend  to  take  too  much  time.  But  the 
fact  of  the  matter  is  that  it  was  in 
1977  when  we  started  to  have  hear- 
ings. I  remember  Senator  CiAnoE 
Pepper,  Congressman  Hawkins  and 
myself  and  many  others  started  to 
have  hearings  in  conjunction  with  this 
issue.  We  never  anticipated  the  revolu- 
tionary development  that  occurred. 
We  embarked  on  this  issue  as  a  matter 
of  principle,  and  we  thought  we  would 
have  major  opposition  from  the  large 
corporations  throughout  our  Nation. 

The  fact  is  there  has  been  a  revela- 
tion and  they  have  supported  the  prin- 
ciple and  they  have  supported  the  leg- 
islation. In  1978  President  Carter 
signed  that  bill. 

Yes,  we  eliminated  the  mandatory  65 
retirement  for  the  private  sector.  We 
thought  we  would  give  the  legislation 
some  time  to  be  digested,  to  see  what 
the  reaction  would  be.  It  was  an  uncer- 
tain situation. 

So  when  people  say  we  have  been 
waiting  19  years  and  nothing  has  been 
happening,  they  are  really  not  mind- 
ful of  the  facts.  The  facts  are  we  em- 
barked on  this  as  an  experiment  and  it 
developed  successfully,  unlike  so  many 
other  congressional  experiments  we 
have  started  upon.  But  this  is  one  ini- 
tiative that  has  come  its  way. 

But  at  the  same  time  those  who 
were  victimized  at  65  are  now  being 
victimized  at  70,  and  that  is  why  it  is 
important  to  have  this  legislation 
passed. 

We  understand  the  gentleman's  con- 
cern about  congressional  employees. 
But  I  think  it  has  been  made  rather 
clear  by  the  gentleman  from  Califor- 
nia [Mr.  Paketta]  that  there  are  dif- 
ferent levels  within  that  group  of  con- 
gressional employees.  The  Department 
of  Justice  has  made  its  point,  and 
clearly  for  us  to  embark  without 
giving  the  kind  of  serious  attention 
that  this  initiative  requires  is  not  re- 
sponsible legislation. 

There  is  no  question  that  Chairman 
Pepper  and  Chairman  Hawkins  smd  so 
many  others  have  been  seriously  com- 


mitted to  this  entire  principle.  It  is  de- 
veloping and  developing  successfully.  I 
can  tell  you  in  my  own  instance  I  have 
a  young  man  of  some  86  years  of  age 
on  my  staff  in  New  York.  He  is  there 
not  because  of  age  but  because  of  abil- 
ity. He  is  there  not  because  of  chronol- 
ogy but  because  of  competence,  and  he 
is  there  because  of  talent,  not  tradi- 
tion. 

So  the  principle  is  being  applied.  I 
think  there  has  been  no  case,  to  my 
knowledge,  where  congressional  em- 
ployees have  been  discriminated 
against  because  of  age.  It  does  not 
make  sense. 

But,  in  any  event,  to  have  that  fur- 
ther safeguarded,  there  is  a  procedure 
being  established.  There  is  a  rule  es- 
tablished that  is  being  enhanced  upon. 
If  we  are  to  have  a  hearing  next  year, 
which  is  critical  if  you  are  going  to 
deal  with  this  matter  at  all,  certainly 
not  on  this  occasion  in  one  fell  swoop 
to  bring  all  congressional  employees 
without  giving  any  consideration  to 
the  distinctions  that  have  been  clearly 
enunciated  is  not  the  responsible  way 
to  go. 

This  rule  should  be  passed  and  this 
bill  should  be  passed.  It  is  a  clear  man- 
ifestation of  congressional  concern 
and  intent.  The  administration  sup- 
ports it.  I  do  not  know  of  anyone  that 
will  oppose  it. 

But  have  faith  in  those  who  have 
carried  this  battle  and  who  have  car- 
ried the  flag.  Clearly  we  know  about 
Senator  Pepper  and  about  his  commit- 
ment. Who  can  question  it.  Who  can 
question  his  sincerity  and  his  commit- 
ment. When  he  makes  a  request  it 
should  be  heeded. 

We  all  know  the  little  games  that 
some  people  play.  But  let  us  deal  with 
the  realities  of  the  day.  The  champion 
of  the  seniors  throughout  our  Nation 
is  Senator  Claude  Pepper.  He  initiated 
this  when  people  were  not  even  think- 
ing of  it.  He  has  brought  it  to  this 
point. 

Let  us  pass  this  as  a  tribute  to  him 
and  his  efforts.  And  also  I  guess  we 
can  share  in  some  of  the  credit  that 
goes  around.  But  let  us  deal  with  it  in 
a  manner  that  our  good  colleague. 
Senator  Pepper,  requests  of  us.  We 
know  that  he  is  not  saying  anything  to 
the  detriment  of  any  senior  congres- 
sional employee  or  otherwise,  and  he 
is  a  perfect  illustration  of  why  we 
should  not  have  any  mandatory  retire- 
ment anjrwhere,  because  it  is  his  com- 
petence, his  ability,  his  talent  that 
have  been  silent  tributes  to  this  legis- 
lation. 

I  urge  we  vote  for  this  rule  and  vote 
for  it  unanimously  because  I  do  not 
imderstand  any  opposition  to  it. 

Mr.  PEPPER.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume  to 
say  that  I  am  profoundly  grateful  to 
my  friends  here  today  who  on  the 
floor  have  uttered  these  grateful  and 
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generous  sentiments.  I  am  very,  very 
profoundly  grateful  to  every  one  of 
you  for  your  kind  words. 

Mr.  Speaker,  I  have  no  further  re- 
quests for  time,  and  I  move  the  previ- 
ous question  on  the  resolution. 

The  previous  question  was  ordered. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  resolution. 

The  question  was  taken;  and  the 
Speaker  pro  tempore  announced  that 
the  ayes  appeared  to  have  it. 

Mr.  QUILLEN.  Mr.  Speaker,  I  object 
to  the  vote  on  the  ground  that  a 
quorum  is  not  present  and  make  the 
point  of  order  that  a  quonmi  is  not 
present.  

The  SPEAKER  pro  tempore.  Evi- 
dently a  quonmi  is  not  present. 

The  Sergeant  at  Arms  will  notify 
absent  Members. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  335,  nays 
66.  not  voting  31,  as  follows: 
[RoU  No.  403] 


Abercromble 
Ackennan 


AlentDder 

Andenon 

Andrews 

Annunzio 

Anthony 

Applecmte 

Aspin 

Atklna 

AuCoin 

Bamud 

Barnes 

Bates 

BedeU 

Beilenaon 

Bennett 

Bentley 

Bereuter 

Berman 

BevUl 

Blaol 

WIHraklK 

Boehlert 
Bocgs 

Boner  (TN) 

Bonlor(MI) 

Bonker 

Borakl 

Boaco 

Boucher 

Brooks 

Broomfield 

Brown  (CA) 

Bruce 

Bryant 

Bustamante 

Byron 

Carper 

Carr 

Chandler 

Chapman 

Chappell 

Clay 

CUncer 

Coau 

Cobey 

CoMe 

Coleman  <MO) 

Colenian(TZ) 

Collins 

Coote 

Cooper 

Coushlin 

Coyne 

Crockett 

Daniel 

Darden 

DMchle 


TEAS-335 

Davis 

delaOarza 

DeUums 

Derrick 

Dicks 

DinseU 

DloOuardi 

Donnelly 

Dorgan(ND) 

Doman  (CA) 

Dowdy 

Downey 

Duncan 

Durbln 

Dwyer 

Dynully 

Dyson 

Early 

Eckart  (OB) 

Edgar 

Edwards  (CA) 

Emerson 

English 

Erdrelch 

Evans (IL) 

FasceU 

Fazio 

Felghan 

Fish 

Florlo 

Foley 

Ford  (MI) 

Pord(TN) 

Prank 

Frost 

Puqua 

Gallo 

Garcia 

Gaydos 

Gejdenson 

Gephardt 

Gibbons 

Gilman 

Glickman 

Gonzalez 

Goodlins 

Gordon 

Gradlson 

Gray  (O.) 

Gray  (PA) 

Green 

Guarinl 

Gunderson 

Hall  (OH) 

Hall.  Ralph 

Hamilton 

Hammerschmidt 

Hawkins 

Hayes 

Hefner 

Hendon 


Henry 

Hertel 

HUer 

mills 

Horton 

Howard 

Hoyer 

Hubbard 

Huckaby 

Hughes 

Hutto 

Jenkins 

Johnson 

Jones  (NO 

Jones  (OK) 

Jones  (TN) 

Kanjorski 

Kaslch 

Kastemneier 

Kemp 

Kennelly 

Kildee 

Kleczka 

Kolter 

Kostmayer 

Kramer 

LaPalce 

Lantos 

LatU 

Leath  (TX) 

Lehman  (CA) 

Lehman  (PL) 

Leland 

Lent 

Levin  (MI) 

Levine  (CA) 

Lewis  (CA) 

Lewis  (PL) 

Lipinski 

Livingston 

Uoyd 

Long 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

MacKay 

Man  ton 

Martin  (NY) 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCandless 

McCIoskey 

McCurdy 

McDade 

McEwen 

McGrath 

McHugh 


McKeman 

McMiUan 

Meyers 

Mica 

Michel 

Mlkiilnkl 

Miller  (CA) 

MiUer  (OH) 

Miller  (WA) 

MIneU 

MltcheU 

Moakley 

Molinari 

Mollohan 

Montgomery 

Moody 

Moorhead 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Murphy 

Murtha 

Myers 

Natcher 

Neal 

Nelson 

Nichols 

Nowak 

Oberstar 

Obey 

Olln 

Ortiz 

Owens 

Oxley 

Packard 

Panetta 

Parris 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Petri 

Pickle 

Porter 

Price 

Pursell 

Quillen 

RahaU 

Rangel 

Ray 


Archer 

Armey 

Badham 

Bartlett 

Barton 

Bateman 

BlUey 

Boulter 

Brown  (CO) 

Burton  (IN) 

Callahan 

Carney 

Cheney 

Combest 

Courter 

Craig 

Crane 

Dannemeyer 

DeLay 

DeWlne 

Dickinson 

Dreler 

Edwards  (OK) 


Regula 

Reid 

Richardson 

Rinaldo 

Hitter 

Roberts 

Robinson 

Roe 

Roemer 

Rogers 

Rose 

Rostenkowski 

Roth 

Roukema 

Rowland  (CTT) 

Rowland  (GA) 

Roybal 

Rudd 

Russo 

Sabo 

Savage 

Sax  ton 

Scheuer 

Schneider 

Schroeder 

Schuette 

Schulze 

Schumer 

Seiberling 

Sensenbrenner 

Sharp 

Shelby 

Sikorski 

Sislsky 

Skeen 

Skelton 

Slattery 

Slaughter 

Smith  (FL) 

Smith  (LA) 

Smith  (NE) 

Smith  (NJ) 

Smith.  Robert 

(OR) 
Snowe 
Snyder 
Solaiz 
Solomon 
Spence 
Spratt 
St  Germain 

NAYS-66 

Evans  (lA) 

Fawell 

Fiedler 

Fields 

Franklin 

Frenzel 

Gekas 

Gingrich 

Gregg 

Hansen 

Hopkins 

Ireland 

Jacobs 

Jeffords 

Kolbe 

Lagomarsino 

Leach  (lA) 

Lightfoot 

Loeffler 

Lott 

Mack 

Madigan 

Marlenee 


Staggers 

Stallings 

Stangeland 

Stark 

Stenholm 

Stokes 

Stratton 

Studds 

Sweeney 

Swift 

Synar 

Tallon 

Tauzin 

Thomas  (CA) 

Thomas  (GA) 

Torres 

Torricelli 

Towns 

Traflcant 

Traxler 

Udall 

Valentine 

Vento 

VIsclosky 

Volkmer 

Vucanovlch 

Waldon 

Walgren 

Watkins 

Waxman 

Weaver 

Weber 

Weiss 

Wheat 

Whitley 

Whittaker 

Whitten 

WUliams 

Wilson 

Wirth 

Wise 

Wolf 

Wolpe 

Wortley 

Wyden 

Wylie 

Yates 

Yatron 

Young  (AK) 

Young  (FL) 

Young  (MO) 


Martin  (IL) 

McCollum 

McKinney 

Monson 

Nielson 

Ridge 

Schaefer 

Shaw 

Shumway 

Shuster 

Siljander 

Smith,  Denny 

(OR) 
Smith.  Robert 

(NH) 
Strang 
Stump 
Sundquist 
Swindall 
Tauke 
Walker 
Whitehurst 


NOT  VOTING— 31 


Boland 

Boxer 

Breaux 

Burton  (CA) 

Campbell 

Chappie 

Coelho 

Conyers 

Dixon 

Eckert  (NY) 

Flippo 


FoglietU 

Fowler 

Grotberg 

Hartnett 

Hatcher 

Holt 

Hunter 

Hyde 

Kaptur 

Kindness 

Lungren 

D  1650 


Markey 

McCain 

Moore 

Oakar 

Rcxlino 

Taylor 

Vander  Jagt 

Wright 

Zschau 


Mr.  LIGHTFOOT  changed  his  vote 
from  "yea"  to  "nay." 


Messrs.  HTT.T.TS,  CLINGER,  COBLE. 
COBEY,  and  McMILLAN  changed 
their  votes  from  "nay"  to  "yea." 

So  the  resolution  was  agreed  to. 

The  result  of  the  vote  was  an- 
noimced  as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 

House  Resolution  544  was  laid  on 
the  table. 

The  SPEAKER  pro  tempore  (Mr. 
Weaver).  Pursuant  to  House  Resolu- 
tion 554  and  rule  XXIII,  the  Chair  de- 
clares the  House  in  the  Committee  of 
the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill, 
H.R.  4154,  as  amended 

D  1658 

IN  THE  COMMITTEE  OF  THE  WHOLE 

Accordingly  the  House  resolved 
itself  into  the  Committee  of  the 
Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill 
(H.R.  4154),  to  amend  the  Age  Dis- 
crimination in  Employment  Act  of 
1967  to  remove  the  maximum  age  limi- 
tation applicable  to  employees  who  are 
protected  under  such  act,  and  for 
other  purposes,  with  Mr.  Kostmayer 
in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN.  Under  the  rule, 
the  first  reading  of  the  bill  is  dis- 
pensed with. 

Pursuant  to  the  rule,  the  gentleman 
from  California  [Mr.  Martinez]  will 
be  recognized  for  30  minutes  and  the 
gentleman  from  Vermont  [Mr.  Jef- 
fords] will  be  recognized  for  30  min- 
utes. 

The  Chair  recognizes  the  gentleman 
from  California  [Mr.  Martinez]. 

Mr.  MARTINEZ.  Mr.  Chairman,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Chairman,  I  rise  today  in 
wholehearted  support  of  Mr.  Pepper's 
bill  H.R.  4154,  for  the  following 
reasons. 

In  subcommittee  hearings,  witnesses 
have  demonstrated  that  in  most  jobs, 
age  by  itself  has  nothing  to  do  with  in- 
dividual capacities,  either  physical  or 
mental. 

We  all  age  differently. 

In  fact,  look  at  the  youthfulness,  the 
energy,  and  exuberance  of  a  74-year- 
old  President. 

And  the  competence  of  the  chair- 
man whose  bill  this  is. 

We  would  be  without  benefit  of  the 
contributions  made  in  latter  years  by 
these  individuals  If  they  had  been 
forced  to  retire  at  an  earlier  age. 

How  much  more  will  we  lose  if  we 
continue  to  arbitrarily  force  people  to 
retire  when  they  are  still  able  to  do 
their  Jobs  and  want  to? 

This  bill  serves  the  best  interests  of 
everyone  in  the  work  force. 
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most  jobs, 
do  with  in- 
thysical  or 


Illness,  the 
a  74-year- 

the  chair- 


aterests  of 


It  allows  for  the  exception  and  ex- 
ceptional people  whose  abilities  are  as 
great  as  those  of  people  who  are  half 
their  age  and  want  to  continue  to 
work. 

This  bill  does  not  change  the  fact 
that  workers  who  choose  to  retire 
early  and  take  advantage  of  early  re- 
tirement incentives  provided  by  some 
employers  can  still  do  so. 

But  it  allows  a  flexible  policy  that 
gives  workers,  so  long  as  they  can  do 
their  Job.  the  opportunity  to  retire  vol- 
untarily, in  a  dignified  manner,  when 
he  or  she  chooses. 

It  does  away  with  an  archaic  policy 
of  unsound  and  nonproductive  think- 
ing, the  kind  that  allows  workers  to  be 
cast  off.  after  years  of  loyal  effort,  like 
useless  baggage,  the  day  they  cross 
over  some  arbitrary  date  line. 

I  remind  all  of  my  colleagues,  those 
that  are  younger  and  think  you  will 
last  forever,  and  those  that  are  old 
enough  to  know  better,  to  remember 
that,  like  "the  man  from  La  Mancha." 
some  people,  with  their  last  ounce  of 
courage,  still  try  to  reach  the  un- 
reachable star. 

Please  let  us  support  older  Ameri- 
cans and  vote  for  H.R.  4154  without 
any  amendments,  as  the  distinguished 
chairman  has  requested. 

Mr.  JEFFORDS.  Mr.  Chairman.  I 
yield  2  minutes  to  the  distinguished 
gentleman  from  Massachusetts   [Mr. 

CONTE].      

Mr.  CONTE.  Mr.  Chairman,  I  rise  in 
strong  support  of  H.R.  4154,  the  Age 
Discrimination  in  Employment  Act. 
And  I  want  to  thank  my  dear  friend, 
Claude  Peppkr,  for  introducing  this 
bill  and  my  friends  on  the  Education 
and  Labor  Committee  for  bringing  this 
bill  to  the  floor  today. 

Mr.  Chairman.  I  think  it  would  be 
good  today  if  we  stepped  back  and 
looked  at  what  we  are  doing  here.  All 
we  are  saying  is  that  employers  cannot 
fire  an  employee  only  because  they 
are  over  70.  That  is  all. 

The  last  time  we  amended  the 
ADEA,  in  1978,  we  raised  the  cap  from 
age  65  to  age  70.  Today,  we  carry  that 
one  important  step  further— we  elimi- 
nate the  cap  entirely.  This  is  a  logical, 
a  fair,  a  rational  step. 

Age  alone  has  nothing  to  do  with  an 
employee's  ability  to  work.  There  is  no 
finer  proof  of  that  than  right  here  in 
this  House:  our  beloved  Claxtde 
Pepper,  at  86  years  old,  still  going 
strong. 

We  should  encourage  senior  citizens 
to  stay  in  the  work  force  as  long  as 
they  want  to.  Older  citizens  bring  ex- 
perience and  knowledge  to  their  jobs. 

I  have  worked  to  ensure  that  older 
Americans  can  stay  in  the  work 
force— both  by  my  strong  support  of 
the  title  V:  Older  Americans  Employ- 
ment Program,  and  tax  bills  to  provide 
incentives  for  employers  to  hire  older 
workers. 


This  bill  achieves  the  same  effect, 
and  I  am  pleased  to  be  able  to  support 
it.  

Mr.  PEPPER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  CONTE.  I  yield  to  the  gentle- 
man from  Florida  [Mr.  Pepper],  the 
chairman  of  the  Committee  on  Rules. 

Mr.  PEPPER.  I  thank  the  gentle- 
man for  yielding. 

Mr.  Chairman.  I  thank  the  gentle- 
man for  his  kind  words  and  commend 
him;  he  has  been  one  of  the  long-time 
stalwart,  strong,  dedicated  supporters 
of  this  cause. 

Mr.  CONTE.  I  thank  the  gentleman. 

D  1705 

Mr.  MARTINEZ.  Mr.  Chairman.  I 
5ield  5  minutes  to  the  gentleman  from 
Florida  [Mr.  Pepper]. 

Mr.  PEPPER.  Mr.  Chairman.  I 
would  add  only  briefly  to  what  I  said 
in  the  presentation  of  the  nile. 

First,  I  have  a  statement  here, 
nearly  a  page,  of  organizations,  includ- 
ing all  of  the  senior  organizations,  in 
strong  support  of  this  bill  and  calling 
for  its  enactment  as  a  clean  bill. 

Second,  today  is  the  ninth  anniver- 
sary of  our  passage  in  this  House  in 
1978  of  the  bill  eliminating  age  as  a 
criterion  of  mandatory  retirement  for 
an  employee  of  the  Federal  Govern- 
ment, and  raising  from  65  to  70  years 
of  age,  the  age  below  which  one 
cannot  be  mandatorily  retired  in  pri- 
vate employment. 

We  have  increased  in  number  in  this 
country,  the  elderly  population,  until 
we  today  have  almost  11  percent  of 
our  people  over  65  years.  And  the  most 
rapidly  growing  group,  percen- 
tagewise, of  the  elderly  is  the  group 
above  85  years  of  age.  Now  that  I  am 
in  that  group,  I  hope  I  may  endure  for 
a  long  time  with  the  other  members  of 
that  select  category. 

Mr.  Chairman,  I  want  to  express  my 
strong  understanding  of  the  mover  of 
the  amendment  that  will  be  presented, 
the  Murphy  amendment.  My  father 
was  a  law  enforcement  officer.  I  know 
their  dedication  to  their  duty.  I  know 
the  sacrifices  that  they  make  for  the 
public  interest,  for  the  security  of  the 
people.  I  know  what  noble  characters 
generally  they  are.  So  I  am  sympa- 
thetic. 

But  this  bill  contains  a  compromise 
in  providing  a  study  to  determine 
whether  or  not  there  should  be  a  qual- 
ification as  a  criterion  for  employment 
in  police  and  law  enforcement  circles, 
rather  than  just  an  arbitrary  criterion 
of  age. 

You  and  I  know  that  age  is  not  the 
criterion  of  qualification  physically  or 
mentally.  There  are  many  men  75 
years  of  age  I  would  dare  say  who 
would  best  a  younger  opponent  in 
combat,  because  age  does  not  deter- 
mine the  strength,  either  physically  or 
mentally,  of  the  individual.  As  George 


Bernard  Shaw  said,  "Some  people  are 
old  at  17;  others  are  young  at  70." 

So  I  am  hopeful  that  the  mimicipali- 
ties  and  the  State  authorities  of  this 
country,  in  spite  of  the  strong  and 
dedicated  and  earnest  effort  of  my  col- 
leagues here  who  are  offering  the 
amendment,  I  hope  they  will  follow 
the  example  of  Los  Angeles  and  my 
home  city  of  Miami.  They  do  not  have 
any  criteria  based  on  age  to  determine 
how  long  their  employees  can  work  for 
them.  Just  like  the  Army  and  the 
Navy  and  the  Air  Force,  they  have  cri- 
teria: How  fast  can  you  run?  How  far 
can  you  run?  How  many  pushups  can 
you  do?  What  strength  do  you  have 
physically  and  otherwise.  In  other 
words,  criteria  that  are  really  relevant. 
If  a  police  officer  has  to  wrestle  with  a 
man  he  is  about  to  arrest  and  he  re- 
sists, or  course  he  needs  to  have  the 
physical  strength  to  accomplish  his 
lawful  purpose.  But  age  is  not  the  as- 
surance of  that  one  having  that  physi- 
cal strength.  Let  the  cities  follow  the 
example  of  Los  Angeles  and  Miami 
and  use  criteria  that  are  meaningful, 
just  like  the  criteria  that  the  armed 
services  employ. 

Mr.  Chairman,  this  is  going  to  be  a 
great  day  in  the  Congress  of  America 
when  the  word  goes  out  tonight,  as  I 
hope  it  will,  that  this  House  of  the 
people  had  been  so  considerate  of  the 
older  element  of  the  people  that  we 
have  given  them  assurance  that  as 
long  as  you  are  mentally  and  physical- 
ly able  to  work  and  continue  to  build 
the  great  country  to  which  you  con- 
tributed so  much,  you  may  do  so,  not- 
withstanding the  will  of  anybody  else 
to  the  contrary  in  your  case. 

So  this  is  a  very  important  matter.  I 
hope  that  the  Members  of  this  House 
are  going  to  let  us  take  up  the  matters 
of  further  amendment  of  exemption 
and  take  it  up  in  the  new  session, 
whereas  if  we  just  pass  a  clean  bill 
here  tonight,  I  have  every  reason  and 
every  assurance  from  the  chairmen  of 
committees  in  the  other  body  and  the 
leaders  of  the  Select  Committee  on 
Aging  in  the  other  body  that  they  will 
take  our  clean  bill,  pass  it  immediately 
and  then,  thank  God,  the  elderly 
people  of  America  will  be  assured  they 
can  contribute  to  their  own  survival  by 
virtue  of  the  wisdom  and  the  kindness 
of  the  Congress  of  the  United  States. 

Mr.  JEFFORDS.  Mr.  Chairman,  I 
jield  3  minutes  to  the  distinguished 
gentleman  from  Wisconsin  [Mr.  Gim- 
oerson]. 

Mr.  GUNDERSON.  Mr.  Chairman, 
it  is  a  unique  privilege  and  an  honor  to 
follow  our  distinguished  friend  and 
colleague,  the  gentleman  from  Florida, 
the  author  of  this  bill,  and  to  rise  as 
the  ranking  member  of  the  Subcom- 
mittee on  Elmployment  and  Opportu- 
nities and  to  add  my  wholehearted 
support  to  the  legislation  in  front  of 
us. 
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I  would  like  to  take  an  angle  which 
Is  a  little  bit  different  than  those 
which  we  normally  contribute  in  this 
debate  and  which  have  been  said 
before  and  will  be  said  after  me  far 
more  eloquently  than  I  can. 

But  so  often  each  and  every  one  of 
us  as  Members  of  Congress  are  con- 
fronted by  oiir  senior  citizens,  many  of 
them  who  legitimately  and  properly 
are  concerned  about  their  cost-of- 
living  adjustments,  many  of  them  who 
are  legitimately  and  properly  con- 
cerned about  their  rights  to  early  re- 
tirement, many  of  them  who  are  legiti- 
mately and  properly  concerned  about 
Medicare  payments  and  the  whole 
problems  with  our  health  care  system. 
and  that  list  can  go  on  and  on  from 
one  senior  citizen  program  to  another, 
legitimate  concerns. 

The  difference  between  those  con- 
cerns and  today,  my  friends,  is  today 
the  senior  citizens  of  America  are 
coming  to  the  Congress  of  the  United 
SUtes  and  saying.  "If  we  want  to 
work,  let  us  work.  That  is  all.  No 
more." 

We  pass  this  bill  today  when  11  per- 
cent of  our  population  Is  65  or  over. 
By  the  year  2030.  we  will  not  be  deal- 
ing with  11  percent;  we  will  be  dealing 
with  20  percent  of  our  population  65 
and  over.  As  people  live  longer,  as 
people  are  healthier,  as  we  have  short- 
er birth  rates  on  the  other  end.  frank- 
ly, we  need  these  people.  We  need 
them  badly  in  our  workplace  today. 
We  are  going  to  need  them  worse  in 
the  future.  We  need  to  make  the  de- 
terminations, not  on  age,  but  on  abili- 
ty. That  is  what  we  have  before  us 
today,  the  opportunity  for  the  senior 
citizens  of  our  country  who  want  to 
work  to  continue  to  work  and,  as  the 
chairman  has  said,  for  the  determina- 
tion to  be  made  on  ability,  not  in  the 
"year  of  our  Lord  in  which  you  were 
bom. 

I  Join  with  the  gentleman  in  support 
of  the  bill,  and  I  join  with  the  gentle- 
man in  opposition  to  the  amendment 
which  is  going  to  be  offered.  The  way 
to  deal  with  it,  as  the  gentleman  so 
properly  said,  is  deal  with  it  based  on 
ability,  nothing  more,  nothing  less. 

Mr.  HAMMERSCHMIDT.  Mr. 
Chairman,  will  the  gentleman  yield? 

B4r.  GUNDERSON.  I  yield  to  the 
gentleman  from  Arkansas. 

Mr.  HAMMERSCHMIDT.  Mr. 
Chairman.  I  rise  in  support  of  H.R. 
4154,  a  bill  which  will  eliminate  aU 
mandatory  retirement  age  restrictions 
In  employment  for  most  private  sector 
and  certain  public  sector  employees. 

The  right  of  older  persons  to  contin- 
ue working  as  long  as  they  are  capable 
is  one  that  I  strongly  support.  In  1977 
I  was  a  cosponsor,  with  my  distin- 
guished friend  Mr.  Psfpkr,  of  the 
original  legislation  which  increased 
the  m»»<'""'"  age  protection  for  pri- 
vate sector  employees  form  age  65  to 
70.   and   removed   mandatory   retire- 


ment for  most  Federal  employees.  The 
Age  Discrimination  in  Employment 
Act  Amendments  [ADEA]  of  1978 
were  a  major  step  in  transforming  a 
national  policy  that  did  violence  to  our 
sense  of  dignity:  The  rejection  of  capa- 
ble men  and  women  from  the  work 
force  based  on  an  arbitrary  factor- 
age. 

At  the  time  the  1978  amendments 
were  being  debated  there  were  con- 
cerns about  whether  or  not  there 
would  be  a  negative  impact  on  women, 
minorities,  and  young  persons  trying 
to  enter  the  work  force.  It  is  impor- 
tant to  note  that  the  Department  of 
Labor  studies  indicate  no  measurable 
impact  as  a  result  of  the  1978  ADEA 
amendments. 

Today  we  must  take  the  next  logical 
step  and  eliminate  age  as  a  factor  in 
employment.  This  legislation  clearly 
expresses  the  country's  concerns.  In  a 
1981  Louis  Harris  poll,  two-thirds  of 
all  business  executives  and  90  percent 
of  all  adults  opposed  a  mandatory  re- 
tirement age.  Our  own  personal  expe- 
riences force  us  to  reject  the  thought 
that  a  person's  judgment,  intelligence, 
and  productivity  decline  on  some  date 
on  a  calendar. 

It  would  be  very  difficult  to  exagger- 
ate the  importance  of  work  in  our  soci- 
ety. We  live  in  a  society  in  which  work 
defines  not  only  access  to  income  but 
also  self-esteem,  status,  and  social  par- 
ticipation. Furthermore,  by  forcing 
people  to  retire  prematurely,  we  rel- 
egate them  to  additional,  imnecessary 
years  of  reduced  income.  At  present, 
retirement  is  almost  always  accompa- 
nied by  a  50-percent  reduction  in 
income.  This  reduced  income,  coupled 
with  increased  longevity,  adds  up  to  a 
critical  problem  for  many  older  Ameri- 
cans. 

Passage  of  this  legislation  is  a  true 
indication  of  our  commitment  to  a  na- 
tional retirement  policy  based  on  abili- 
ty and  performance,  rather  than  a  su- 
perficial, arbitrary  measure  such  as 
age.  I  urge  my  colleagues  to  support 
this  bill. 

Mr.  MARTINEZ.  Mr.  Chairman,  I 
yield  3  minutes  to  the  distinguished 
gentleman  from  California  [Mr.  Haw- 
kins], the  chairman  of  the  full  com- 
mittee. 

Mr.  HAWKINS.  Mr.  Chairman,  I 
rise  in  strong  support  of  the  bill,  H.R. 
4154,  which  amends  the  Age  Discrimi- 
nation in  Employment  Act  [ADEA]  by 
eliminating  the  age  70  cap.  Enactment 
of  this  legislation  would  prohibit  the 
arbitrarily  forced  retirement  of  thou- 
sands of  individuals  who  are  capable, 
productive  members  of  the  Nation's 
work  force. 

More  than  two  decades  ago,  Con- 
gress enacted  the  Age  Discrimination 
in  Employment  Act  to  promote  the 
employment  of  older  persons  based  on 
their  ability  to  perform  in  the  job 
rather  than  on  age  and  to  prohibit  ar- 
bitrary discrimination  in  employment. 


In  1978,  I  was  pleased  to  join  with 
my  distinguished  colleague,  Mr. 
Pepper,  to  amend  the  act  by  raising 
the  upper  age  limit  from  65  to  70  for 
most  private  sector  employees.  The 
bill  also  eliminated  the  age  70  cap  for 
most  Federal  civilian  workers.  The 
1978  amendments  required  the  Secre- 
tary of  Labor  to  conduct  a  study  on 
the  effect  of  raising  the  upper  age  lim- 
itation to  70  years  of  age  and  to  evalu- 
ate the  feasibility  of  eliminating  the 
upper  age  limitation  entirely. 

More  then  8  years  have  elapsed  since 
Congress  enacted  the  1978  amend- 
ments. We  have  had  years  of  experi- 
ence with  the  age  70  limitation  and 
have  continued  to  evaluate  the  feasi- 
bility of  eliminating  the  upper  age 
limit  entirely.  Several  years  ago.  the 
Department  of  Labor  submitted  a 
report  to  the  Congress  on  the  Age  Dis- 
crimination in  Employment  Studies. 
The  report  stated. 

Employers  have  not  experienced  major 
administration  difficulties  or  increased  costs 
with  mandatory  retirement  at  age  70  and  do 
not  anticipate  major  changes  in  employee 
retirement  patterns  If  mandatory  retire- 
ment is  eliminated. 

H.R.  4154  in  no  way  forces  employ- 
ers to  retain  workers  who  are  no 
longer  competent.  They  don't  need  us 
to  help  them  get  rid  of  incompetents. 
This  bill  merely  insures  that  those 
Americans  age  70  and  over  who  desire 
to  continue  working  and  are  able  to 
continue  performing  in  a  competent 
fashion  are  not  denied  the  basic 
human  right  to  earn  a  living. 

Mr.  Chairman,  I  urge  my  colleagues 
to  support  H.R.  4154. 

D  1715 

Mr.  JEFFORDS.  Mr.  Chairman,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Missouri  [Mr. 
Coleman]. 

Mr.  COLEMAN  of  Missouri.  I  thank 
the  gentleman  for  yielding  me  this 
time. 

Mr.  Chairman,  I  would  like  to 
engage  my  colleagues,  Mr.  Pepper, 
who  has  long  been  identified  with  and 
has  admirably  championed  this  legis- 
lation, smd  Mr.  Hawkins,  the  distin- 
guished chairman  of  the  Education 
and  Labor  Committee,  which  reported 
this  biU,  in  a  discussion  of  an  Issue 
that  I  believe  is  critically  important  to 
the  final  outcome  of  this  legislation— 
the  impact  that  complete  elimination 
of  mandatory  retirement  would  have 
on  tenured  college  and  university  per- 
sonnel. 

As  you  know,  officials  from  many 
colleges  and  universities  throughout 
the  country  and  their  representatives 
in  the  Washington-based  education  as- 
sociations are  concerned  about  the 
consequences  of  uncapping  for  their 
institutions.  I  hope  we  will  be  able  to 
agree  that  institutions  of  higher  edu- 
cation deserve  special  consideration  as 
this  bill  moves  through  the  Congress. 
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Let  me  explain  why  special  consider- 
ation is  warranted  and,  indeed,  desira- 
ble. 

First,  eliminating  mandatory  retire- 
ment would  radically  alter  a  system  of 
tenure  that  has  served  the  Nation  well 
for  many  years.  In  return  for  a  stipu- 
lated retirement  age,  tenure  allows  for 
indefinite  employment  of  faculty,  al- 
lowing them  full  opportunity  to  ex- 
press their  views  in  an  environment  of 
academic  freedom.  The  consequences 
of  uncapping  mandatory  retirement 
would  lead  many  universities  to  con- 
sider ways  of  abolishing  or  limiting 
tenure.  The  loss  or  curtailment  of 
tenure  would  Jeopardize  academic 
freedom  which  is  so  Important  to  our 
country  and  constitute  a  setback  to 
our  system  of  higher  education. 

Second,  absent  a  stipulated  retire- 
ment age,  the  number  of  openings  will 
be  vastly  reduced  for  talented  yoimg 
persons  who  seek  to  serve  our  national 
needs  by  becoming  college  and  imiver- 
sity  teachers  and  researchers.  The  tre- 
mendous expansion  of  higher  educa- 
tion during  the  late  1950's  and  1960's 
created  a  "bulge"  of  faculty,  the  pre- 
ponderance of  whom  will  not  reach  re- 
tirement age  until  close  to  the  turn  of 
the  century.  This,  coupled  with  declin- 
ing enrollment  of  the  traditional  col- 
lege-age population,  creates  enormous 
pressure  on  a  system  in  which  most 
new  faculty  openings  occur  only  upon 
death  or  retirement  of  existing  facul- 
ty. The  postponement  of  retirement 
due  to  uncapping  the  mandatory  re- 
tirement age  would  cut  off  a  vital 
supply  of  new  blood  for  our  colleges 
and  universities  while  depriving  young 
people  of  a  decent  chance  for  a  career 
in  higher  education. 

Third,  institutions  of  higher  educa- 
tion, if  they  are  to  remain  effective 
centers  of  teaching,  learning,  and  re- 
search, require  a  continued  influx  of 
new  faculty  to  regenerate  ideas  and 
develop  new  ways  and  creative  ways  of 
thinking.  In  some  fields— mathematics 
is  a  particularly  good  example— most 
contributions  are  made  toward  the  be- 
ginning of  a  professor's  career.  In  all 
fields  of  inquiry,  a  balance  of  younger 
and  experienced  faculty  is  necessary 
to  stimulate  students  and  challenge 
conventional  ways  of  thinking. 

Finally,  many  faculty  who  want  to 
continue  teaching  after  retirement 
may  do  so.  Most  institutions  have  es- 
tablished mechanisms,  such  as  annual 
reappointments,  that  enable  faculty 
who  have  reached  retirement  age  to 
continue  to  teach  and  to  contribute  to 
the  aoidemlc  community. 

Mr.  Chairman,  I  believe  that  these 
are  compelling  reasons  not  to  abolish 
mandatory  retirement  for  tenured  fac- 
ulty. Nevertheless,  I  appreciate  that 
the  chairman  of  the  Rules  Committee, 
who  has  so  ably  championed  this  legis- 
lation, and  the  chairman  of  the  Educa- 
tion and  Labor  Committee,  who  has 
brought  this  biU  to  the  floor,  wish  to 


bring  a  clean,  imamended  bill  to  con- 
ference with  the  other  body  and,  in 
the  interest  of  facilitating  their  de- 
sires, I  do  not  intend  to  offer  an 
amendment  to  the  bill.  However,  I 
would  like  to  ask  both  distinguished 
chairmen  if  they  would  entertain  fa- 
vorably such  an  amendment  that  may 
be  enacted  in  the  other  body. 

Mr.  Chairman,  I  yield  to  the  gentle- 
man from  Florida  [Mr.  Pepper]  for  his 
response.    

Mr.  PEPPER.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Chairman,  I,  too,  recognize  the 
special  circumstances  involving  the 
tenure  system  at  colleges  and  universi- 
ties, as  well  as  the  concern  that  imcap- 
ping  the  retirement  age  might  jeop- 
ardize systems  of  tenure  and  reduce 
the  number  of  openings  for  new  facul- 
ty. As  my  distinguished  friend  from 
Bfissouri  is  aware,  the  Age  Discrimina- 
tion in  Employment  Act  Amendments 
of  1978,  which  raised  the  permissible 
retirement  age  from  65  to  70,  provided 
for  a  temporary  exemption  for  ten- 
ured faculty,  through  June  1982. 

I  have  sought  to  work  with  repre- 
sentatives of  the  higher  education  and 
the  aging  community  to  reach  a  com- 
promise on  this  issue,  and  legislation 
that  I  introduced  last  year,  H.R.  522, 
included  a  temporary  exemption.  As 
my  friend  from  Missouri  noted,  howev- 
er, I  believe  that  it  is  important  to 
bring  an  imamended  bill  to  confer- 
ence. I  would  emphasize  to  my  col- 
league, however,  that  I  agree  with  his 
position  and  would  certainly  encour- 
age my  colleagues  on  a  conference 
committee  on  this  legislation  to  incor- 
porate an  amendment  that  addresses 
his  concern  if  such  a  bill  is  brought  to 
us  from  the  other  body. 

Let  me  add  that  it  might  be  wise  for 
the  Congress  to  authorize  a  study  of 
the  effects  of  uncapping  on  academic 
institutions.  A  study  by  a  respected  or- 
ganization such  as  the  National  Acade- 
my of  Sciences  might  verify  the  need 
for  a  cap  or,  indeed,  it  might  arrive  at 
creative  new  ways  of  resolving  these 
issues. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Chairman,  I  thank  the  gentleman  for 
his  response  and  I  now  yield  to  the 
chairman  of  the  Education  and  Labor 
Committee,  the  gentleman  from  Cali- 
fornia [Mr.  Hawkins]. 

Mr.  HAWKINS.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Chairman,  although  before  the 
Rules  Committee,  as  chairman  of  the 
Committee  on  Education  and  Labor,  I 
advocated  that  certain  amendments 
should  be  made  in  order,  mainly  those 
offered  by  Mr.  Bartlett,  Mr.  Jef- 
fords, Mr.  CoLEKAN,  and  Mr.  Murphy, 
I  did  advocate  that  and  did  state  my 
views  rather  strongly  that  the  House 
should  pass  a  clean  bill. 

I  believe  that  consideration,  in  siddi- 
tion  to  that,  should  be  given  to  provid- 
ing for  a  study  to  determine  what 


impact  this  legislation  may  have  on  in- 
stitutions of  higher  education  who 
employ  faculty  members  under  con- 
tracts of  unlimited  tenure. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Chairman,  I  appreciate  my  colleagues' 
interest  and  response  and  thank  them 
for  clarifying  their  position  on  this 
very  important  issue. 

Mr.  JEFFORDS.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  COLEMAN  of  Missouri.  I  yield 
to  the  gentleman  from  Vermont. 

Mr.  JEFFORDS.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Chairman,  I  Just  want  to  com- 
mend the  gentleman  for  his  efforts  in 
this  regard.  I  am  against  exceptions, 
but  I  am  not  against  phase-in  periods. 
I  understand  the  very  difficult  prob- 
lems that  we  are  creating  for  the  ten- 
ured systems  in  our  universities  and 
commend  the  gentleman  for  his  ac- 
tions. 

Mr.  COLEMAN  of  Missouri.  I  thank 
the  gentleman. 

Mr.  MARTINEZ.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
California  [Mr.  Waxmak]. 

Mr.  WAXMAN.  I  thank  the  gentle- 
man for  yielding  time  to  me. 

Mr.  Chairman,  I  rise  in  strong  sup- 
port of  H.R.  4154  because  it  will  cor- 
rect one  of  our  Nation's  most  serious 
civil  rights  problems. 

Every  year  millions  of  Americans  are 
forced  into  unwanted  and  imnecessary 
retirement  just  because  they  reach  the 
age  of  70.  This  policy  of  forced  retire- 
ment makes  no  sense.  An  arbitrary 
line,  not  the  competency  or  talents  of 
individuals,  now  determines  employ- 
ability.  Just  as  we  do  not  tolerate  race 
or  sex  discrimination,  we  must  not  let 
distinctions  based  on  age  continue. 

H.R.  4154  will  end  this  discrimina- 
tion against  older  Americans  by  elimi- 
nating age-based  mandatory  retire- 
ment and  extending  the  protections  of 
the  Age  Discrimination  in  Employ- 
ment Act  to  all  older  people.  It  will 
not,  of  course,  force  senior  citizens  to 
work.  But  it  does  provide  them  with 
an  important  choice. 

There  is  no  question  that  many 
workers  look  forward  to  retirement 
and  have  no  interest  in  working  past 
the  age  of  70.  H.R.  4154  continues  to 
allow  these  people  to  enjoy  a  well  de- 
served retirement.  But  experts  have 
found  that  the  majority  of  American 
workers  do  not  want  to  be  forced  out 
of  the  work  force.  These  Americans 
want  the  opportunity  to  earn  a  salary 
and  share  in  the  feeling  of  self -worth 
and  dignity  that  comes  from  being  em- 
ployed. 

Since  mandatory  retirement  was 
eliminated  for  Federal  workers  in 
1978,  it  Is  primarily  private  sector 
workers  that  are  forced  to  retire  upon 
reachin  age  70.  This  arbitrary  age 
limit  not  only  denies  older  Americans 
equal  opportunities  and  a  fair  chance 
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to  participate  in  our  society,  but  it  also 
cheats  our  Nation  of  the  invaluable  re- 
sources of  talent  and  experience  that 
older  workers  possess. 

I  want  to  commend  Congressman 
Pkppsr  for  bringing  this  bill  foward 
and  for  all  his  efforts  on  behalf  of  our 
Nation's  senior  citizens.  We  all  owe 
him  a  tremendous  debt  for  his  tireless 
work  and  insistence  that  older  Ameri- 
cans be  treated  fairly.  By  drafting 
H.R.  4154,  he  is  providing  a  new,  and 
long  overdue,  opportunity  for  millions 
of  older  citizens. 

D  1725 

Mr.  JEFFORDS.  Mr.  Chairman,  I 
jrleld  3  minutes  to  the  gentlewoman 
from  Nebraska  [Mrs.  Smith]. 

Mrs.  SMITH  of  Nebraska.  Mr.  Chair- 
man, I  rise  today  in  strong  support  of 
HJR.  4154,  the  Age  Discrimination  in 
Employment  Amendments  of  1986, 
and  I  commend  my  colleague  from 
Florida.  Mr.  Pepper,  Mr.  Jefpord,  and 
all  members  of  the  committee  for  all 
the  work  they  have  done  to  bring  this 
landmark  bill  to  the  floor  today. 

This  legislation  is  very  basic,  but  its 
meaning  and  impact  will  be  profound. 
The  Age  Discrimination  in  Employ- 
ment Act  [ADEA]  currently  protects 
most  private  sector  workers  and  em- 
ployees of  State  and  local  govern- 
ments up  to  age  70  from  being  fired 
solely  on  the  basis  of  their  age.  H.R. 
4154  simply  extends  this  same  protec- 
tion to  workers  age  70  and  over,  as 
well. 

It  is  high  time  we  wiped  out  discrimi- 
nation and  prejudice  based  on  age. 
Our  society  has  for  years  failed  to  rec- 
ognize the  true  value  of  those  Ameri- 
cans who  have  contributed  most  to 
this  Nation.  Forcing  older  workers  out 
of  their  jobs  solely  because  of  their 
age  is  the  most  glaring  evidence  of  this 
injustice. 

The  contributions  of  older  Ameri- 
cans need  not  end  at  age  70.  Productiv- 
ity, ingenuity,  sound  judgment,  and 
experience  are  as  present,  if  not  more 
present,  in  the  older  workers  of  this 
country  as  the  younger. 

In  1985,  the  National  Commission 
for  Emplojrment  Policy  undertook  an 
intensive  study  of  older  Americans  in 
the  workplace.  The  Commission  found 
that  for  most  older  workers,  age  is  an 
advantage  in  the  job  market.  Their 
pay  is  higher,  unemployment  rates  are 
lower,  and  Job  loss  is  less  likely  than 
for  younger  workers. 

The  Commission  went  on  to  say  that 
"Older  workers  are  a  vital  resource  for 
the  Nation.  We  believe  it  is  critical 
that  our  private  and  public  employ- 
ment and  retirement  policies  do  every- 
thing possible  to  promote  opportuni- 
ties for  those  older  Americans  who 
want  to  work." 

But  despite  the  effectiveness  of 
older  workers  this  research  reached 
the  unfortunate  but  imdeniable  con- 


clusion that  age  discrimination  contin- 
ues to  exists. 

Age  discrimination  robs  the  work- 
place of  competent  and  productive  em- 
ployees, and,  on  a  more  personal  level, 
it  negatively  effects  the  economic  and 
psychological  well-being  of  older 
Americans. 

Mandatory  retirement  sends  people 
the  message  that  they  are  no  longer 
useful  to  society. 

Opponents  of  removing  the  manda- 
tory retirement  age  cap  have  predicted 
that  a  variety  of  disastrous  conse- 
quences wiU  result  if  this  measure  goes 
into  law.  The  same  problems  were  pre- 
dicted back  in  1978  when  Congress 
raised  the  age  cap  from  65  to  70  and 
removed  the  cap  entirely  for  most 
Federal  workers. 

Contrary  to  predictions,  however, 
women,  youth,  and  minorities  were 
not  laid  off  in  droves,  managment,  did 
not  suffer,  and  productivity  did  not 
disminish.  Pew  employers  reported 
that  older  workers  remaining  on  the 
job  after  the  1978  amendments  were 
causing  "promotional  blockage  or 
slowdowns." 

A  1982  Department  of  Labor  report 
indicated  that,  if  the  mandatory  re- 
tirement age  was  eliminated  altogeth- 
er, its  impact  would  be  similar  to  the 
effect  of  the  1978  amendments.  In 
other  words,  the  impact  of  these  older 
workers  is  not  likely  to  cause  prob- 
lems. 

But  more  important,  transcending 
any  debate  over  the  impact  of  older 
Americans  in  the  workplace  is  the 
overriding  fact  that  they  have  a  right 
to  be  there  if  they  can  and  want  to  do 
the  job. 

This  bill  on  the  floor  of  the  House 
today  would  in  no  way  force  older 
Americans  to  continue  worldng  if  they 
choose  not  to,  nor  would  it  prohibit 
employers  from  releasing  older  work- 
ers who  aren't  performing.  H.R.  4154 
simply  says  that  employers  must  judge 
a  worker  based  on  his  or  her  ability  to 
do  the  job. 

It  is  as  wrong  to  deny  a  person  a  job 
because  of  age  as  it  is  to  deny  persons 
work  because  of  their  race  or  sex  or  re- 
ligion. Either  you  can  do  a  job  or  you 
can't. 

Please  support  this  important  effort. 

Mr.  MARTINEZ.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
California  [Mr.  Roybal],  the  chair- 
man of  the  Select  Committee  on 
Aging. 

Mr.  ROYBAL.  Mr.  Chairman,  I  rise 
in  strong  support  of  H.R.  4154,  a  bill 
to  eliminate  mandatory  retirement, 
one  of  the  final  vestiges  of  age  dis- 
crimination still  permitted  in  the 
United  States. 

The  House  Committee  on  Aging  has 
had  several  hearings  throughout  the 
country  and  we  have  been  told,  no 
matter  where  we  go,  that  mandatory 
retirement  is  discriminatory.  We  have 
been  told  over  and  over  again  that  it 


deprives  a  person  of  their  personal 
rights. 

But  then  we  have  also  been  told  that 
not  only  are  their  personal  rights  in- 
volved, but  that  their  personal  dignity 
is  also  involved.  We  have  testimony 
from  men  and  women  in  their  seven- 
ties and  eighties  who  looked  to  be  in 
their  fifties,  strong  individuals  who 
were  forced  to  retire  when  they  should 
not  have  been. 

Because  of  this  testimony,  I  have 
taken  the  position  long  ago.  based  on 
what  I  have  heard  and  what  I  have 
seen,  that  mandatory  retirement  is  dis- 
criminatory and  that  we  must  do  ev- 
erything we  possibly  can  to  see  to  it 
that  the  individual's  merit  is  recog- 
nized, not  on  when  he  was  bom.  but 
on  his  personal  ability. 

That  is  the  only  recognition  that 
should  be  given  that  individual  for  any 
particular  Job. 

I  think  that  a  good  example  of  what 
we  mean  is  the  author  of  this  bill,  the 
gentleman  from  Florida  [Mr.  Pepper], 
who  came  to  this  Congress  25  years 
ago  after  having  served  in  the  other 
body,  25  years  ago  at  the  age  of  62, 
and  during  those  25  years,  which  will 
be  this  coming  January  3,  no  one  has 
been  able  to  keep  up  with  the  gentle- 
man. 

If  you  do  not  believe  that,  try  follow- 
ing this  young  man  over  a  period  of  12 
hours  or  go  with  him  on  a  trip  any- 
where in  the  world  and  I  can  guaran- 
tee that  the  gentleman  has  more 
energy  than  anyone  who  goes  with 
him. 

Mr.  Chairman,  I  wish  to  rise  in  support  of 
H.R.  4154,  a  bill  which  would  eliminate  man- 
datory retirement,  one  of  the  final  vestiges  of 
age  discrimination  still  permitted  under  Feder- 
al law.  I  would  like  to  take  this  opportunity  to 
commend  Representatives  Pepper's  tireless 
efforts  to  extend  Federal  protection  from  age 
discrimination  to  all  older  workers,  regardless 
of  age.  Moreover,  my  discussions  with  Mr. 
Pepper  have  shown  his  strong  interest  in 
maintaining  a  bill  whk:h  is  unfettered  by  en- 
cumbering amendments  which  would  attempt 
to  exempt  certain  occupations  from  the  broad 
coverage  of  this  bill.  Mr.  Pepper  and  I  share  a 
strong  and  abiding  belief  that  the  time  has 
came  to  measure  an  individual  not  based  on 
his  age,  but  on  his  competence  and  his  ability 
to  perform.  Only  in  this  way  can  we  as  a 
nation  assure  that  the  promise  of  freedom  and 
opportunity  can  and  should  extend  to  all  per- 
sons based  upon  their  ability  rather  than  sorrra 
artificial  standard  of  age. 

While  I  strongly  embrace  the  thrust  and  re- 
quirements of  this  bill  to  end  mandatory  retire- 
ment, I  must  take  note  of  the  amendment 
which  would  seek  to  deny  the  protections  of 
the  Age  Discrimination  in  Employment  Act 
(ADEA)  to  police,  firefighters  and  other  publk: 
safety  officers.  Proponents  of  this  amendment 
argue  ttiat  age  limitations  are  necessary  to 
enable  States  and  localities  to  maintain  a  "fit 
and  vigorous"  public  safety  work  force.  The 
bill  which  is  before  you  today  in  no  way  pre- 
vents States  and  localities  from  maintaining 
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such  an  effective  work  force.  Presently,  the 
area  does  not  prevent  emptoyers  from  dis- 
charging an  indivkiual  who  is  unfit  or  incompe- 
tent Moreover,  age  limftatk>ns  are  permitted 
by  the  ADEA  rf  age  can  tie  shown  to  be  a 
"bona  fide  occupatnnal  qualification."  The 
study  which  has  been  incorporated  into  this 
bill  as  part  of  the  "Martinez  Compromise"  will 
enable  the  Equal  Emptoyment  Opportunity 
Commission  to  eventually  determine  whether 
specific  age  exemptions  may  be  necessary  for 
such  public  safety  occupattons.  However, 
there  is  presently  an  abundance  of  scientific 
and  medical  evidence  which  suggests  that 
age  alone  is  not  a  significant  determinant  of 
an  indivkJuars  ability  to  perform  on  the  job. 
Research  further  indnates  that 

Okler  polkM  officers  have  a  lower  rate  of  ci- 
vilian complaints. 

Increased  age  contributes  to  knowledge 
and  skill  on  ttie  job,  whksh  is  reflected  by  sta- 
tistics which  indrcate  that  as  age  increases 
among  firefighters,  injury  rates  decline. 

Medk»l  and  physk:al  fitr)ess  testing  are 
more  accurate  and  cost-effective  determinants 
of  an  indMdual's  physk:al  condition,  risk  of  in- 
capacitatinjg  illness  and  ability  to  perform  than 
merely  an  individual's  chronologk»l  age.  Many 
physKalty  fit  okJer  officers  demonstrate  better 
health  and  fitness  profiles  than  out-of-shape 
younger  officers. 

It  shouki  be  noted  that  neariy  a  third  of  all 
States  have  no  hiring  age  limits,  while  22  per- 
cent of  the  States  have  no  retirement  age  at 
alt.  Even  among  States  with  mandatory  retire- 
ment ages,  the  established  age  ranges  from 
50  to  70,  indrcating  that  there  is  little  consen- 
sus of  an  appropriate  age  limit 

Some  proponents  for  exempting  State  and 
local  jurisdkrtkxis  from  elimination  of  mandato- 
ry retirement  indk»te  physical  fitness  testing 
and  training  Is  prohibitively  expensive  and  un- 
reliable. The  facts  simply  do  not  bear  this  out. 
Simply,  there  is  no  evklence  that  older  public 
safety  officers  who  have  passed  medical  ex- 
aminations and  physk^l  fitness  testing  cannot 
perform  their  jobs  safely  and  effectively.  At 
least  18  States  and  10  major  cities  have  insti- 
tiJted  physk::al  fitness  and  health  programs  for 
State  law  enforcennent  officers.  These  pro- 
grams have  increased  the  fitness  levels  of 
their  employees,  reduced  factors  associated 
with  atherosclerotic  heart  disease,  reduced  in- 
juries on  the  job,  and  reduced  wortter  corrv 
pensation  claims  and  disatiility  costs.  Physk»l 
fitness  testing  and  t'aining  need  not  be  expen- 
sive. For  example,  in  my  city  of  Los  Angeles, 
the  fire  department  has  set  up  a  physical  fit- 
ness training  program  covering  120  work  loca- 
tions at  the  cost  of  $5,000  per  year.  This  pro- 
gram has  reduced  work-related  disabilities 
which  have  prevk>usly  been  estimated  to  cost 
the  city  an  average  of  $250,000  per  year. 

Some  who  support  exemptions  to  this  bill 
suggest  that  Federal  protectk}ns  against  age 
discrimination  are  a  vtolation  of  a  State's 
rights.  Again,  this  is  simply  not  the  case.  The 
ADEA  does  not  interfere  with  a  State  or  \oca\ 
government's  ability  to  prescribe  reasonable 
qualifications  for  public  safety  officers  or  to 
discharge  those  Individuals  unfit  to  perform 
safely  ar)d  effectively.  A  State  or  local  govern- 
ment may  under  present  law,  establish  a  man- 
datory retirement  age  as  long  as  it  can  dem- 
onstrate,   through    appropriate   testing,   that 


such  an  age  limit  represents  a  legitimate  and 
bona  fide  occupational  qualification.  Requiring 
State  and  local  governments  to  establish  a 
reasonable  basts  for  any  such  limits  does  not 
impair  their  at)ility  to  protect  the  public  safety. 

Finally,  some  argue  that  the  present  exemp- 
tion for  Federal  publk;  safety  officers  ft-om  re- 
quirements of  the  ADEA  justifies  a  similar  ex- 
emption for  State  and  local  governments. 
While  it  is  tiue  that  such  an  exemption  is  af- 
forded for  Federal  personnel,  over  one-half  of 
the  Federal  agencies  covered  by  this  law  and 
chosen  not  to  set  a  maximum  hiring  age  or  a 
mandatory  retirement  age  because  such  limits 
are  inefficient  and  exclude  well-qualified  per- 
sons from  employment.  Moreover,  GAO  has 
criticized  age  limits  for  Federal  public  safety 
officers  because  age  Is  such  a  poor  predator 
of  physical  and  mental  performance.  I  have  in- 
troduced H.R.  1510  which  would  eliminate  the 
mandatory  retirement  of  Federal  employees 
because  I  truly  believe  that  age  discrimination 
in  the  form  of  mandatory  retirement  should 
not  be  permitted  in  the  Federal  Government. 

In  closing,  I  sti-ongly  urge  passage  of  H.R. 
4154  to  eliminate  mandatory  retirement  and 
further  urge  you  to  vote  against  the  pending 
amendment  which  seeks  to  prevent  extending 
the  protections  of  Age  Discrimination  in  Em- 
ployment Act  to  those  employed  by  State  and 
kx:al  jurisdictions. 

Mr.  JEFFORDS.  Mr.  Chairman,  I 
yield  3  minutes  to  the  distinguished 
gentleman  from  Iowa  [Mr.  Tauke]. 

Mr.  TAUKE.  Mr.  Chairman,  today  I 
rise  in  strong  support  of  H.R.  4154. 
legislation  to  prohibit  mandatory  re- 
tirement solely  based  on  a  worker's 
age.  I  am  pleased  to  be  an  original  co- 
sponsor  of  this  bill  and  urge  my  col- 
leagues to  support  this  important  leg- 
islation, without  amendments.  I  com- 
mend Chairman  Pepper  for  his  relent- 
less efforts  to  end  age  discrimination 
in  the  workplace.  Chairman  Pepper  re- 
minds us  daily  that  age  dos  not  pre- 
clude ability. 

The  opportunity  to  work  is  a  basic 
American  right  and  older  Americans 
opportunity  to  work  must  be  protect- 
ed. If  older  Americans  want  to  contin- 
ue to  work  and  earn  a  living  when 
they  are  past  the  age  of  70,  there 
should  be  no  obstacles  barring  them 
from  doing  so.  I  am  proud  that  my 
home  State  of  Iowa  has  taken  a  lead 
on  eliminating  age  discrimination  in 
the  workplace.  Iowa,  along  with  a 
dozen  other  States,  has  already  pro- 
hibited mandatory  retirement.  By 
passing  H.R.  4154,  we  will  send  a  clear 
message:  Older  workers  across  the 
Nation,  not  only  in  Iowa  and  a  few 
other  States,  are  equaly  protected  by 
the  law.  Employers  may  no  longer 
maintain  mandatory  retirement  poli- 
cies based  on  age. 

Older  Americans  are  vital  members 
of  the  work  force.  They  represent  ex- 
tensive on-the-job  experience,  knowl- 
edge, and  reliability.  Older  workers 
often  play  an  important  rote  in  teach- 
ing and  training  younger  workers. 
Studies  of  the  relationship  between 
Job  performance  and  age  simply  have 


not  supported  the  assumption  that 
abUity  deteriorates  or  declines  with 
age.  To  the  contrary,  often  age  Im- 
proves and  enhances  performance 
through  increased  productivity.  Older 
Americans  are  vital  to  the  entire  work 
force  of  this  coimtry. 

Currently,  the  ADEA.  as  amended, 
provides  protection  from  age  discrimi- 
nation to  workers  aged  40  to  70.  How- 
ever, age  may  be  considered  a  bona 
fide  occupational  qualification  if  an 
employer  can  demonstrate  that  the 
physical  and/or  mental  skills  required 
for  a  job  are  directly  related  to  age. 
Many  State  and  local  governments 
maintain  employment  policies  that  in- 
clude mandatory  retirement  of  public 
safety  officers  at  age  55.  It  is  argued 
that  this  policy  is  justified  because  the 
Federal  Government  mandatorily 
retire  Federal  firefighters  at  55,  the 
FAA  requires  airline  pilots  to  retire  at 
age  60,  et  cetera.  The  connection  be- 
tween age  and  abUity  is  arbitrary  and 
virtually  unfounded.  I  simply  do  not 
believe  our  laws  should  permit  any 
sort  of  discrimination  in  the  work- 
place, whether  the  employer  is  in  the 
private  or  public  sector. 

This  bill  includes  a  comprehensive 
study  of  the  impact  age  has  on  the 
ability  to  work  in  public  safety  jobs. 
Until  there  is  concrete  evidence  that 
police  and  firefighters  cannot  perform 
their  duties  beyond  the  age  of  55,  the 
ADEA  should  not  contain  a  special  ex- 
emption for  these  occupations.  There- 
fore, I  urge  you  to  defeat  the  Murphy 
amendment  to  provide  an  exception 
for  State  and  local  public  safety  offi- 
cers. 

It  has  been  said  that  retirement  is 
one  of  the  most  dramatic  and  difficult 
life  changes  that  Americans  experi- 
ence. The  law  must  not  limit  protec- 
tion from  age  discrimination  in  em- 
ployment. I  strongly  urge  you  to  sup- 
port H.R.  4154,  vrithout  amendments, 
to  finally  eliminate  an  unjust  and 
unfair  employment  practice— manda- 
tory retirement  solely  based  on  a 
worker's  age. 

D  1735 

Well,  if  it  is  physical  tasks  in  the 
performance  of  those  tasks  that  is  the 
problem,  then  let  us  have  a  test  to 
measure  that;  but  in  no  case  is  age  in 
and  of  itself  a  fair  test. 

The  testimony  given  before  our  com- 
mittee suggested  that  age  was  in  no 
case  the  best  test  that  could  be  offered 
In  order  to  determine  whether  or  not 
an  individual  was  correctly  suited  for 
the  job.  For  that  reason,  it  is  funda- 
mentally wrong  for  us  on  the  basis  of 
age  to  deny  people  the  fundamental 
opportunity  to  work. 

My  own  State  of  Iowa,  Mr.  Chair- 
man, is  a  State  that  has  been  a  leader 
in  prohibiting  mandatory  retirement 
laws.  I  just  want  to  tell  you  that  it  has 
not  in  any  way  hurt  the  people  of 
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Iowa  or  hurt  our  economy  or  de- 
stroyed the  business  climate.  Instead, 
we  have  found  in  our  older  workers  a 
great  soiutse  of  energy,  a  source  of  ex- 
perience, a  source  of  Initiative  and  new 
ideas.  We  have  found  in  them  help  to 
train  many  younger  employees.  We 
have  found  great  stability.  They  have 
been  contributors  to  the  economy  of 
the  State  of  Iowa. 

If  we  have  the  courage  today  to  pass 
this  legislation  without  amendment, 
we  will  have  taken  not  only  a  great 
step  forward  for  older  Americans,  but 
also  for  the  Nation  as  a  whole. 

Mr.  Chairman.  I  urge  passage  of  this 
legislation. 

Mr.  MARTINEZ.  Mr.  Chairman.  I 
yield  3  minutes  to  the  gentleman  from 
New  York  [Mr.  BiaggiI. 

Mr.  BIAGOI.  Mr.  Chairman.  I  thank 
the  gentleman  for  jrieldlng. 

I  have  expressed  some  of  my  views 
in  connection  with  this  legislation 
during  the  debate  on  the  rule;  but  as 
chairman  of  one  of  the  subcommittees 
of  the  Select  Committee  on  Aging 
where  I  have  served  with  the  gentle- 
man from  Florida  [Mr.  Pepper]  and 
the  gentleman  from  California  [Mr. 
ROTBAL]  since  its  inception,  I  cannot 
help  but  reflect  upon  the  earlier  initia- 
tives when  we  were  doubtful  as  to  the 
outcome  and  then  the  final  enactment 
of  the  legislation  in  1978. 

We  were  concerned  about  the  vic- 
tims of  the  day.  We  knew  we  had  an 
obligation  to  return  after  we  deter- 
mined whether  or  not  the  experience 
from  this  legislation  could  justify  an 
extension.  Clearly,  over  the  past  9 
years,  we  have  had  a  satisfactory  expe- 
rience. 

It  1b  most  ironic  to  think  that  the 
victims  of  that  period,  age  65,  are  now 
being  victimized  again  at  the  age  of  70. 
Now,  we  have  had  hearing  after 
hearing  in  Just  about  every  quarter  of 
this  land.  One  thing  that  comes 
through  loud  and  clear  is  that  when  a 
person  is  required  to  retire  involuntar- 
ily, it  has  a  direct  Impact  on  the 
length  of  life  and  the  state  of  their 
health.  There  is  a  precipitous  drop 
that  commences  when  they  are  com- 
pelled to  retire. 

Conversely,  those  who  continue  to 
work,  continue  in  vigorous  good  health 
and  oftentimes  they  tse  enhanced 
with  the  continuing  experience. 

I  remember  at  one  of  the  hearings,  I 
think  there  was  a  representative  of 
Cartier's,  the  owner  of  Cartier's  said 
that  his  watch  buUders  really  were 
novices  at  75  and  they  were  really  at 
their  prime  at  80  and  85.  He  had  them 
present. 

Imagine,  if  you  will,  if  we  had  this 
mandatory  retirement  at  age  65  what 
great  value,  what  great  resources  we 
would  lose. 

I  know  this  bill  is  going  to  pass.  We 
are  still  left  with  some  unfinished 
business,  but  I  say  let  us  not  rush  to 
Judgment  as  far  as  the  other  areas  are 


concerned.  Let  us  deal  with  this  addi- 
tional phase.  When  we  passed  the 
original  stage,  there  were  people  who 
said.  "Hey.  how  about  the  rest  of 
them?  How  about  those  who  are  older 
than  65?  How  about  those  who  are  70 
who  are  still  productive  and  still  want 
to  work?" 

We  were  told  by  Chairman  Pepper  at 
the  time  and  others  that  we  would  ad- 
dress the  problem  after  we  learned  ex- 
perience. It  was  new  and  novel.  We  did 
not  know  what  impact  it  would  have. 
We  did  not  know  whether  there  would 
be  disaster  or  chaos  or  whatever  would 
be  the  consequences,  but  we  have  had 
a  happy  experience.  Anyone  here  at 
the  time  when  we  passed  that  legisla- 
tion and  who  Is  here  today  would  have 
to  just  indulge  oneself  in  knowing 
they  participated  in  one  of  the  great- 
est pieces  of  landmark  legislation  in 
the  history  of  this  Congress,  and  to  be 
here  today,  to  be  given  the  opportuni- 
ty today  to  go  f  luther  is  indeed  a  privi- 
lege for  myself. 

Mr.  Chairman,  I  once  again  want  to 
congratulate  former  Chairman  Clause 
Pepper  who  was  the  chairman  emeri- 
tus and  Chairman  Roybal  and  Con- 
gressman Hawkins  and  my  good 
friend,  the  gentleman  from  Vermont 
[Mr.  Jeftorss]  who  works  with  me  on 
the  Education  and  Labor  Committee. 

Mr.  JKFFORDS.  Mr.  Chairman,  I 
yield  3  minutes  to  the  gentleman  from 
New  York  [Mr.  Gilman]. 

Mr.  GILMAN.  Mr.  Chairman,  I  rise 
in  support  of  H.R.  4154,  age  discrimi- 
nation in  emplojmient  amendments.  I 
thank  the  gentleman  from  Florida 
[Mr.  Pepper]  for  introducing  this 
needed  legislation  and  for  his  continu- 
ous dedication  to  eliminating  injus- 
tices to  our  senior  citizens. 

Mr.  Chairman,  the  senior  citizens  of 
our  Nation  no  longer  constitute  a 
small  proportion  of  our  population.  In 
these  modem  times,  people  axe  fortu- 
nately living  longer  and  are  able  to 
live  productive  and  useful  lives  well 
past  the  age  of  70.  There  is  no  reason 
to  restrict  them  merely  because  they 
have  reached  the  fabricated  milestone 
of  65  or  70  years  of  age.  H.R.  4154 
eliminates  all  mandatory  retirement 
age  restrictions  in  employment  for 
most  private  and  public-sector  employ- 
ees, and  prohibits  discrimination  on 
the  basis  of  age.  Furthermore,  this  bill 
requires  continuation  of  coverage 
under  an  employer's  health  plan  for 
workers  age  70  and  above;  mandates 
that  Labor  and  the  Equal  Employ- 
ment Opportunity  Commission 
[EEOC]  conduct  a  study  determining 
whether  physical  and  mental  fitness 
tests  are  valid  measures  of  ability  for 
police  officers  and  firefighters;  and  au- 
thorizes the  EEOC  to  issue  guidelines 
on  the  administration  and  use  of  phys- 
ical and  mental  fitness  tests  to  meas- 
ure the  ability  and  competency  of 
police  officers  and  firefighters.  H.R. 
4154  has  received  the  support  of  such 


organizations  as  the  AFL-CIO,  the 
American  Federation  of  Teachers,  and 
the  Gray  Panthers.  This  measure  is 
long  overdue.  The  time  is  right  to  cor- 
rect an  injustice  geared  toward  a  rap- 
idly increasing  proportion  of  our  popu- 
lation and  to  let  our  senior  citizens 
decide  for  themselves  whether  they 
want  to  fly  south  for  their  winters. 

While  I  do  not  condone  discrimina- 
tion on  the  basis  of  age,  or  on  any 
other  grounds,  there  may  be  Instances 
where  exceptions  could  be  tolerated. 
Today  my  colleague  from  Pennsylva- 
nia [Mr.  Murphy]  will  offer  an  amend- 
ment to  provide  an  exception  for  State 
and  local  firefighters  and  law-enforce- 
ment officials  thereby  allowing  States 
to  uphold  age  restrictions  in  employ- 
ment for  these  workers.  The  Federal 
Government  possesses  the  prerogative 
to  maintain  certain  mandatory  retire- 
ment ages  when  the  occupation  in 
question  requires  a  certain  amount  of 
physical  ability  to  protect  the  public 
safety.  We  must  consider  today  wheth- 
er our  State  and  local  governments 
should  possess  the  same  discretion. 

Mr.  Chairman,  today  we  can  take 
the  final  step  to  end  treating  our 
senior  citizens  as  second-class  citizens. 
We  must  grant  the  right  to  work  to 
those  Americans,  regardless  of  age, 
who  want  to  and  are  capable  of  con- 
tinuing their  employment.  According- 
ly, I  urge  our  colleagues  to  join  in 
adopting  this  legislation,  H.R.  4154,  in 
order  to  ensure  fair  treatment  to  all 
sectors  of  our  Nation. 

Mr.  JEFFORDS.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
Texas  [Mr.  Arjjey]. 

Mr.  ARMEY.  Mr.  Chairman,  I  thank 
the  gentlemen  for  yielding. 

Of  course,  I  could  not  resist  the  op- 
portunity to  ask  the  other  side  for 
time,  since  it  is  so  rare  that  we  are  in 
such  agreement  with  one  another. 

I  would  like  to  remind  the  Members 
of  this  body  that  the  spirit  of  all  exist- 
ing civil  rights  legislation,  that  is  the 
law  of  this  land,  says  that  a  person 
should  be  hired,  fired,  promoted,  com- 
pensated, terminated,  not  on  the  basis 
of  extraneous  consideration  such  as 
age,  sex,  race,  but  on  the  basis  of  their 
ability  to  perform  the  job.  That  is 
right.  It  is  just.  It  is  good  for  the  em- 
ployees. It  is  right  for  the  employees 
and  it  is  good  for  the  employers. 

This  legislation  today  proposes  to 
close  the  gap  on  existing  civil  rights 
legislation  and  the  ethic  of  fairness 
and  efficiency  embodied. 

I  would  ask  the  Members  of  this 
body  to  vote  this  blU  through  clean. 
Resist  any  amendments  for  any  excep- 
tions, whether  they  be  for  police  pro- 
tection, fire  protection,  or  for  academ- 
ics. There  is  no  reason  to  suppose  that 
any  person  in  any  occupation  whatso- 
ever that  is  able  to  fulfill  the  require- 
ments of  that  Job  based  on  perform- 
ance standards  should  be  terminated 
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on  the  basis  of  age  to  protect  any 
system  whatsoever,  whether  it  be 
tenure  or  anything  else.  If  the  tenure 
system  cannot  stand  up  to  fair,  com- 
plete, and  full  legislation  protecting 
the  rights  of  American  citizens  against 
age  discrimination,  then  the  tenure 
system  should  be  examined  for  what  it 
lacks  in  there. 

Do  not  compromise  this  ethic,  this 
spirit,  this  necessary  legislation  to  give 
all  Americans,  irrespective  of  their 
age,  the  right  to  the  dignity  and  the 
freedom  and  the  self-sufficiency  guar- 
anteed in  this  country. 

Mr.  Chairman.  I  ask  for  a  no  vote  on 
all  amendments  and  a  yes  vote  on  the 
legislation. 

Mr.  MARTINEZ.  Mr.  Chairman.  I 
yield  2  minutes,  to  close  the  debate,  to 
the  gentleman  from  Florida  [Mr. 
Pepper],  chairman  of  the  Committee 
on  Rules. 

Mr.  PEPPER.  Mr.  Chairman.  I  wish 
in  the  warmest  way  to  commend  the 
distinguished  chairman  of  the  Educa- 
tion and  Labor  Committee,  the  gentle- 
man from  California  [Mr.  Hawkins]. 
and  the  distinguished  chairman  of  the 
subcommittee  handling  this  measure, 
the  gentleman  from  California  [Mr. 
Martinez]  for  the  magnificent  way  in 
which  they  have  considered  and 
brought  to  the  floor  of  the  House  this 
important  measure.  They  have  han- 
dled it  with  excellence  and  deep  dedi- 
cation to  the  cause  of  the  elderly  of 
this  country. 

Mr.  Chairman,  if  I  may  just  make  a 
personal  reference,  I  was  elected  to 
the  House  when  I  was  62  years  of  age. 
If  I  had  stopped  serving  in  the  public 
service,  which  is  the  chosen  advoca- 
tion of  my  life,  I  do  not  think  I  would 
have  been  living  for  the  last  several 
years. 

It  is  good  to  have  something  to  get 
up  for  in  the  morning,  something  to 
do,  some  challenge,  that  gives  you 
somehow  or  other  the  impetus  to 
carry  on  in  spite  of  one's  increasing 
years. 

Do  you  realize  there  are  over  13,000 
people  in  the  United  States  over  a 
himdred  years  of  age?  To  show  you 
the  spirit  of  the  elderly,  I  met  a  man 
down  in  Texas  the  other  day  and  in 
conversation  with  him  he  said,  "You 
know,  Mr.  Pepper,  if  you  think  you  are 
to  the  end  of  your  rope,  do  you  know 
what  you  should  do?" 

I  said.  "No,  what?" 

He  said.  "Tie  a  rope  on  it  and  hang 
on." 

That  is  the  spirit  of  the  elderly. 
They  want  to  remain  a  vital  part  of 
this  great  coimtry  that  they  have 
helped  build. 

I  had  a  hearing  when  I  had  the 
honor  to  chair  the  Aging  Committee 
and  I  had  seven  witnesses,  each  one 
over  100.  A  lady  was  100.  a  black  man 
who  had  been  a  railroad  locomotive 
fireman  was  112.  They  all  testified  in- 
telligently and  keenly.   I  had  them 


over  to  the  House  Dining  Room  for 
lunch.  Some  of  them  shared  a  little 
white  wine  with  me.  We  had  an  ani- 
mated conversation.  They  told  some 
jokes,  we  told  some,  and  they  were  a 
wonderful  audience  of  Americans, 
every  one  of  them  over  100  years  of 
age.  One  of  them  was  a  doctor  103 
years  old.  They  said  he  went  to  his 
office  everyday  in  New  Jersey. 

So  the  elderly  people  are  going  to  be 
heartened  tonight  when  they  hear  the 
good  news  of  this  great  House  that 
they  have  confidence  in  the  elderly. 
They  are  going  to  give  them  a  chance 
to  keep  on  building  America. 

Mr.  JEFFORDS.  Mr.  Chairman,  I 
yield  myself  such  time  as  I  may  con- 
sufaie. 

Mr.  Chairman,  it  is  obviously  diffi- 
cult to  follow  the  gentleman  from 
Florida,  the  esteemed  expert  on  this 
question,  and  probably  the  prime  ex- 
ample in  the  country  why  we  should 
not  have  age  discrimination.  I  certain- 
ly commend  the  gentleman  for  all  the 
work  that  he  has  done  and  understand 
why  he  wants  to  bring  this  bill 
through  as  soon  as  possible  with  no 
exceptions,  and  I  agree  on  that  aspect 
also. 

I  just  want  to  make  a  couple  final 
comments  as  to  why  this  bill  is  needed. 
There  is  concern  expressed  by  some 
that  as  we  do  this  we  are  creating 
problems.  There  is  no  question  that 
there  may  be  some  transition  prob- 
lems as  we  move  forward;  we  look  for- 
ward and  see  into  the  future,  we  may 
see  that  the  number  of  workers  in  this 
country  will  probably  be  inadequate  to 
meet  our  needs  imless  we  make  it  pos- 
sible and  urge  our  senior  citizens  to 
work  longer.  As  has  been  pointed  out 
by  the  gentleman  from  Florida,  the 
most  rapidly  increasing  segment  of  our 
population  includes  senior  citizens. 
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We  need  to  make  sure  that  every 
senior  citizen  has  the  opportiuiity  to 
have  the  fullest  life  for  the  longest 
time.  There  should  be  no  exceptions  to 
the  Age  Discrimination  Act.  There 
may  be  some  transition  rules  neces- 
sary with  respect  to  tenured  faculty, 
but  there  should  also  be  no  permanent 
exceptions. 

I  had  intended  and  urged  the  Com- 
mittee on  Rules  to  allow  me  an  amend- 
ment to  override  the  exceptions  for 
Federal  workers.  We  had  discussions 
earlier  and  we  have  a  commitment 
now  with  respect  to  congressional  em- 
ployees. I  also  received  a  commitment 
from  the  chairman  of  the  committee 
dealing  with  our  Federal  employees 
that  he  will  entertain  a  bill  from 
myself  next  session  which  will  try  to 
remove  the  exceptions  that  we  have 
for  the  Federal  work  force. 

We  have  tens  of  thousands  of  Feder- 
al employees  who  are  excepted  from 
the  age  discrimination  rules,  and  that 
is  wrong. 


We  do  not  need  the  Murphy  excep- 
tion. The  law  already  recognizes  an  ex- 
ception for  BFOQ's— "bona  fide  occu- 
pational qualifications",  when  it  is  im- 
possible or  impractical  to  test  individ- 
ual employees.  But  we  can  test  police- 
men and  firefighters. 

The  same  is  true  for  the  exempted 
Federal  employees— the  CIA,  the  For- 
eign Service,  the  Federal  firefighters, 
or  whatever.  There  is  no  reason  that 
we  should  exempt  them  from  this  law, 
and  I  will  pursue  my  efforts  in  this 
regard.  I  wiD  continue  to  go  forward  to 
see  that  we  remove  all  exceptions  4n 
the  Federal  law  as  we  go  into  the  next 
session. 

But.  foUowing  the  lead  of  the  chair- ' 
man  of  the  Committee  on  Rules,  our 
distinguished  friend  from  Florida.  I 
understand  the  desire  to  move  this 
through  now  so  that  we  can  get  on 
with  other  matters.  I  know  that  we  are 
reaching  the  end  of  this  session,  so 
considering  that.  I  will  certainly  sup- 
port the  bill  in  its  present  form,  even 
though  I  wish  we  would  have  other 
amendments. 

Mr.  Chairman.  I  have  no  further  re- 
quests for  time,  and  I  yield  back  the 
balance  of  my  time. 

Mr.  YOUNG  of  Florida.  Mr.  Chairman.  I  rise 
In  support  of  H.R.  4154,  the  Age  Discrimina- 
tion in  Employment  Amendn>ents  of  1986. 

As  the  sponsor  of  legislation  to  eliminate 
marxJatory  retirement  for  Americans  over  70 
and  to  prohibit  the  discrimination  against  any 
worker  because  of  age,  I  would  urge  the  pas- 
sage of  tfus  long  overdue  legislation.  Accord- 
ing to  census  information,  I  represent  the  dis- 
trict with  the  highest  corx^ntration  of  Ameri- 
cans over  65.  It  Is  no  surprise,  then,  that  I 
know  firsthand  of  tt)e  valuable  contritxition  of 
older  workers  to  our  community  and  our  local 
economy. 

Pinellas  County  businessmen  tell  me  tfiey 
are  anxious  to  hire  older  workers  because  of 
the  unique  experiences  and  skills  they  offer. 
For  these  employers,  age  Is  not  a  factor  in 
hiring  decisions.  In  fact  I  can  cite  case  after 
case  of  employees  wtx)  make  valaut>le  contri- 
butx>ns  to  their  companies  while  working  into 
their  seventies,  eighties,  and  beyond. 

The  Age  Discrimination  In  Empk)ytT>ent  Act 
enacted  by  Congress  In  1967,  prohibited  age 
discrimination  In  employment  for  workers  be- 
tween 40  and  65  years  of  age.  Congress 
wisely  amended  this  legislation  In  1978  to  \n- 
crease  the  upper-age  limit  to  70.  We  shouki 
take  the  final  step  today  to  end  all  age  dis- 
crimination in  the  workplace  by  eliminating  en- 
tirely the  upper-age  limit  in  this  act. 

Testimony  presented  to  the  Educatkin  arKi 
Labor  Committee  indk»ted  that  there  are 
more  than  800,000  Americans  over  70  In  the 
current  work  force.  Undoubtedly,  this  figure 
would  be  higher  if  some  workers  were  r>ot 
forced  into  mandatory  retirement  at  age  70  or 
left  the  wori<  force  voluntarily  because  they 
were  denied  certain  promotkjns  or  benefits. 

Employment  decisions  should  be  based  erv 
tirely  on  a  worker's  skills,  abilities,  experience, 
and  quallfk»tk>n,  not  on  age,  race,  or  sex. 
Federal    law    prohbitis    the    discriminatior> 
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against  any  woricer  due  to  race  or  sex,  but  still 
allows  (iscrimination  agairtst  workers  over  70 
because  of  age.  Tbe  enactedment  of  the  leg- 
islation we  consider  today  would  rernove  ttiis 
last  vestige  of  dncrimination  in  our  country. 

Many  older  Americans  want  to  continue  to 
work  r»st  the  age  of  70.  As  a  Nation  which 
seelts  to  promote  economic  self-sufficiency 
and  the  right  to  apply  for  any  job,  we  should 
be  encouraging,  not  discouraging,  workers,  re- 
gardless of  age,  to  fully  utilize  their  skills.  In 
tt«s  regard.  Congress  must  do  everything  pos- 
sible to  prohibit  discrimination  based  on  an  ar- 
bitrary age  restrknnn. 

These  workers  helped  build  and  strengthen 
our  Nation'and  our  economy.  They  have  con- 
tributed g.*eatly  to  bettering  our  communities. 
We  shouM  openly  welcome  them  as  a  valua- 
ble natural  resource  of  our  country  and  pro- 
tect them  from  any  discriminatk>n  that  would 
threaten  to  force  them  from  their  jobs. 

Mr.  Chairman,  I  strongly  recommend  the 
adoptkx)  of  this  legisiatkxi  and  would  urge  its 
expeditient  consideratnn  by  our  colleagues  in 

Mr.  LEHMAN  of  Fkirida.  Mr.  Chainnan,  I 
woukJ  like  to  ejqxess  my  support  for  H.R. 
4154,  ttw  age  d^scriminatk>n  in  employment 
bill.  This  bill  wouW  give  private  sector  workers 
the  freedom  to  continue  working  past  the  age 
of  70.  Our  oMer  workers  should  be  at>le  to 
make  emptoyment  decisions  for  themselves, 
free  from  age  discrimination  requirements.  I 
hope  that  my  colleagues  will  vote  In  favor  of 
this  important  civil  rights  legislation. 

Mr.  FRENZEL  Mr.  Chairman,  I  would  like  to 
invite  the  attentkxi  of  this  body  to  an  amend- 
ment to  the  Age  Discrimination  In  Employment 
Act  that  was  included  In  similar  legislatmn  in 
the  past  but  is  conspKuously  missing  from 
ttie  bill  before  us  today. 

This  amendment  would  give  colleges  and 
universities  a  15-year  exemption  from  Federal 
laws  prohibiting  mandatory  retirement.  Such  a 
.  compromise  between  policymakers  and  col- 
lege administrators  would  give  institutions  of 
higher  learning  the  flexibility  needed  to  over- 
come the  severe  demographic  pressures  that 
ttveaten  ttie  quality  of  tomorrow's  college  fa- 
cilities. 

I  understand  such  an  amendment  was  de- 
feated in,  of  all  places,  the  Education  and 
Labor  Committee,  and  that  no  such  amend- 
ment can  even  be  raised  in  this  procedure 
today. 

The  great  "bulge"  of  professors  hired  to 
teach  tfie  post-Sputnik,  baby  boom  generatron 
is  already  bottienecking  the  recruitment  and 
hiring  process  at  many  universities.  Since  de- 
partment chairn)en  are  only  able  to  fill  vacan- 
cies upon  the  retirement  or  death  of  a  tenured 
faculty  member,  the  opportunity  to  hire  "fresh 
bkwd"  is  severely  limited. 

Beskles  compromising  the  quality  of  our 
corps  of  college  educators,  H.R.  4145  also 
represents  a  form  of  de  facto  discnmlnatran 
against  today's  young  people  who  wish  to 
pursue  an  academk:  career.  It  is  a  sort  of 
"pull-up-tt)e-gang-piank-rm-aiready-on-board' ' 
approach.  I'd  rather  we  worried  more  about 
tomorrow  instead  of  yesterday. 

Mr.  Chainnan,  I'm  disappointed  that  this 
body  has  not  kept  in  mind  the  needs  of  Ameri- 
can higher  educatkxi  in  its  leglslatxKi.  The 
Ways  and  Means  Committee's  tax  reform  bill 


is  a  financial  disaster  for  college  and  universi- 
ties. This  bill  from  the  Education  and  Labor 
Committee  is  stifling  to  facility  development. 

I  will  support  this  bill  today  conditronally,  in 
the  hope  that  cooler  heads,  friendlier  to  edu- 
cation, will  prevail  in  the  other  body.  If  the  bill 
is  returned  witfraut  the  education  deferral,  I 
will  be  obliged  to  resist  its  passage  here. 

Ms.  SNOWE.  Mr.  Chainnan,  I  rise  in  support 
of  H.R.  4154  whk:h  protects  older  workers 
from  mandatory  retirement  and  other  forms  of 
age  discrimination  in  employment.  I  am  an 
original  cosponsor  of  that  legislation  because  I 
t>elieve  that  the  protectKtns  of  the  Age  Dis- 
crimination in  Employment  Act  should  and 
must  be  extended  to  include  workers  wt)o  are 
70  and  over. 

I  further  support  the  Martinez  amendment 
which  would  direct  the  Department  of  Latx>r 
and  the  Equal  Employment  Opportunity  Com- 
mission to  evaluate  fitness  tests  and  programs 
and  to  propose  standard  criteria  for  periodic 
testing  of  public  safety  employees.  I  am  con- 
cerned about  the  public  safety,  and  I  am  con- 
vinced that  fitness  testing  will  assure  that  all 
polk:e  and  firefighters  are  judged  fairly  upon 
their  level  of  competence. 

Ability,  not  age,  should  be  the  real  measure 
of  one's  fitness  for  a  job.  Indeed,  chronologi- 
cal age  is  a  poor  predk:tor  of  ability  to  perform 
work.  To  arbitrarily  establish  an  age  at  which 
an  indivklual  is  conskjered  no  longer  fit  to 
work  is  simplistk:  and  such  policies  have 
broad  implications  for  the  health  and  welfare 
of  the  individual  and  of  society. 

For  example,  on  an  individual  tiasis,  a  job 
may  be  the  crucial  difference  between  poverty 
and  a  small  amount  of  economic  security  for 
okler  persons.  Further,  the  loss  of  status  as- 
sociated with  the  loss  of  employnwnt  may 
result  in  both  mental  and  physical  deteriora- 
tk>n.  The  ability  to  be  a  vital,  contributing 
memt)er  of  the  community  Is  an  important  ele- 
ment for  each  of  us,  regardless  of  age. 

But  the  impact  is  not  merely  registered  on 
the  indivkJual.  On  a  societal  level,  discrimina- 
tion against  older  workers  and  their  exit  from 
the  labor  force  results  in  lost  revenues  to  the 
tax  and  the  Social  Security  Systems.  Discrimi- 
natk)n  against  older  workers  also  means  a 
loss  in  national  productivity. 

Indeed,  mandatory  retirement  as  a  federally 
sanctk>ned  mechanism  permits  tf>e  manipula- 
tran  of  the  labor  force  at  the  expense  of  older 
workers.  Such  manipulation  can  and  will 
create  problems  in  the  future  as  the  latxx  pool 
of  younger  workers  decreases. 

In  1978,  when  Congress  raised  the  age  for 
nrandatory  retirement  from  65  to  70,  we  heard 
tfiat  dire  consequences  would  follow.  I  know 
of  no  such  negative  outcomes.  We  are  again 
being  asked  to  believe  that  by  requiring  em- 
ployers to  judge  the  level  of  capability  of  an 
indivklual  to  perform  a  job,  we  will  create 
problems  for  industry  and  for  the  economy.  I 
simply  do  not  believe  this. 

I  urge  my  colleagues  to  vote  for  H.R.  4154 
with  the  Martinez  amendment.  I  believe  we,  in 
Congress,  cannot  be  in  the  position  of  can- 
donlng  discriminatk>n  whether  it  is  based  on 
race,  gender,  or  age. 

Mr.  FAUNTROY.  Mr.  Chainnan,  I  rise  in 
support  of  H.R.  4154,  the  age  discrimination  in 
empkjyment  measure  which  woukJ  eliminate 
all  language  stipulating  an  upper  age  limit  on 


persons  protected  by  the  Age  discrimlnatk>n  in 
Employment  Act  of  1967.  This  legislation 
would  thus  eliminate  mandatory  retirement  for 
all  covered  employees. 

H.R.  4154  would  also  require  that  empk>y- 
ers  continue  coverage  under  the  employer's 
group  health  plan  for  workers  aged  70  and 
above. 

All  of  these  provisions  are  timely  and  appro- 
priate in  the  light  of  the  constituent  response 
we  have  received.  Statistics  establish  the  fact 
that  today  people  are  living  longer,  healthier, 
more  energetic  and  productive  lives,  whk:h 
make  this  segment  of  our  populatk>n  a  valua- 
ble resource  to  our  Natkin.  These  provisions 
speak  to  liberating  tffat  resource. 

There  are  much  needed  safeguards  in  H.R. 
4154  which  address  any  questions  raised 
atxxit  methods  for  ascertaining  physical  and 
mental  readiness  for  activity  in  these  years. 
The  Department  of  Lat>or  and  tt>e  Equal  Em- 
ployment Opportunity  Commisston  would  be 
instructed  under  this  bill  to  conduct  a  study 
within  18  months  to  determine  if  physical  and 
mental  tests  are  suitable  and  effective  meth- 
ods for  evaluating  the  abilities  and  competen- 
cies of  police  and  firefighters  to  carry  out  their 
responsibilities.  Within  2  years  of  enactment, 
the  Equal  Employment  Opportunity  Commis- 
sion would  be  required  to  issue  guidelines  for 
the  administration  of  and  the  use  of  physical 
and  mental  tests  to  assess  the  abilities  and 
competencies  of  police  and  firefighters  to  per- 
form their  jobs. 

We  are  fortunate  to  have  the  Inspired  lead- 
ership of  Congressman  Claude  Pepper  cham- 
pioning this  important  issue  of  human  and  civil 
rights.  He  is  an  instructive  example  of  the  suc- 
cesses and  energies  H.R.  4154  would  liberate 
for  the  benefit  of  all  of  us. 

It  Is  a  privilege  to  join  the  House  Education 
and  Labor  Committee  in  urging  all  my  col- 
leagues to  vote  in  support  of  H.R.  4154. 

We  are  voting  on  our  future,  as  well. 

Mr.  McCAIN.  Mr.  Chairman,  I  rise  In  strong 
support  of  H.R.  4154,  a  bill  to  abolish  manda- 
tory retirement  and  other  forms  of  age  dis- 
crimination in  employment.  This  bill  is  an 
amendment  to  the  Age  Discrimination  in  Em- 
ployment Act  [ADEA]  of  1967.  It  extends  pro- 
tections currently  available  to  tfiose  covered 
by  the  ADEA  to  all  private  sector  woricers 
aged  70  and  over. 

In  1978  a  bill  was  passed  raising  the  man- 
datory retirement  age  from  65  to  70  for  most 
private  sector  workers  and  eliminating  it  alto- 
gether for  Federal  workers;  65  was  an  arbi- 
trarily set  number,  as  is  70.  Yet,  an  estimated 
51  percent  of  older  workers  outside  the  Fed- 
eral Government  face  a  mandatory  retirement 
age  of  70  or  more.  These  Americans  will  lose 
their  jobs,  regardless  of  their  ability  or  desire, 
solely  on  the  basis  of  their  age.  Today's 
actk}n  will  remedy  this  grievous  Inequity. 

This  legislation  will  not  cost  Vne  Government 
anything.  It  is  estimated  that  it  will  generate 
revenue — at>out  $3  billk>n  in  the  first  year 
alone — because  nearly  195,000  workers  wtw 
would  otherwise  be  retired  would  be  contribut- 
ing to  their  own  economk:  support  as  well  as 
to  the  Treasury  and  to  Social  Security  funds. 

Age  discrimination  contributes  to  unemploy- 
ment and  ottier  financial  and  psychologk^l 
problems  of  older  Americans.  A  study  con- 
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ducted by  the  Aging  Committee  a  few  years 
ago  found  that  unemployment  among  workers 
age  55  and  older  is  growing  faster  than 
among  all  other  age  groups.  Once  unem- 
ployed, older  workers  remain  out  of  a  job 
much  longer  than  young  adults.  Those  age  60 
and  okjer  are  three  times  as  likely  as  all 
others  to  give  up  and  withdraw  from  the  work 
force  once  they  have  become  unemployed. 
As  a  result,  there  are  more  than  334,000  dis- 
couraged workers  over  the  age  of  55.  When 
these  discouraged  workers  are  added  to  the 
offioally  unemptoyed,  the  number  of  jobless 
older  persons  rises  to  more  than  1.2  millton. 

A  1982  Labor  Department  study  found  that 
raisirig  the  retirement  age  from  65  to  70  had 
no  significant  negative  impact  and  that  elimi- 
nating retirement  would  likewise  cause  no 
major  problems. 

The  attainment  of  a  certain  age  should  not 
automatically  disqualify  one  from  employment. 
We  are  constantly  reminding  ourselves  that 
America's  greatest  resource  is  its  people. 
Countless  older  Americans  continue  to  make 
contributk>ns  to  society,  including  the  Presi- 
dent, the  Speaker,  and  several  other  Mem- 
bers of  Congress.  Passage  of  this  legislation 
will  allow  us  to  make  use  the  talents  of  all 
Americans,  not  just  the  limited  skills  of  people 
under  a  certain  arbitrary  age  limit. 

Therefore,  I  urge  my  colleagues'  strong  sup- 
port. This  is  the  sort  of  legislation  we  should 
be  spending  more  time  on.  Rather  than  ex- 
panding the  defKtt  through  new  Federal  pro- 
grams, we  should  take  advantage  of  this  Na- 
tion's resources,  especially  human  resources, 
in  building  a  stronger  economy  and  country. 

Ms.  OAKAR.  Mr.  Chairman,  I  rise  today  in 
strong  support  of  H.R.  4154,  legislation  to 
amend  the  Age  Discrimination  in  Employment 
Act  of  1967  to  make  mandatory  retirement  il- 
legal at  any  age.  I  am  proud  to  t>e  a  cospon- 
sor  of  this  legislation,  and  I  would  like  to  com- 
mend my  colleague,  my  friend,  and  my 
mentor.  Senator  Claude  Pepper,  for  his  tire- 
less efforts  to  promote  this  bill  and  other  leg- 
islatkxi  to  protect  older  Americans. 

Mr.  Chairman,  H.R.  4154  recognizes  and 
embodies  the  principle  that  everyor>e,  regard- 
less of  age,  is  entitled  to  prove  his  or  her  indi- 
vidual ability  to  do  a  job.  Recently,  Senator 
Pepper's  Subcommittee  on  Health  and  Long- 
Term  Care  of  the  House  Aging  Committee 
held  a  hearing  on  "Ability  is  Ageless."  The 
subcommittee  received  testimony  from  count- 
less, distinguished  witnesses— ranging  from 
comedian  George  Bums  to  Navy  Rear  Adm. 
Grace  Hopper— all  of  whom  are  older  than 
age  70  and  all  of  wfiom  are  still  making  signifi- 
cant contributrons  to  our  society.  We  do  a 
great  disservice  to  these  indivkiuals,  and  to 
our  entire  Nation,  by  setting  arbitrary  age 
limits  on  everyone's  ability  to  work. 

H.R.  4154  does  not  require  that  anyone 
work  beyond  tfie  age  of  70  or  beyond  tfie  age 
of  normal  retirement.  Instead,  it  allows  em- 
ployees to  continue  in  their  jobs  as  long  as 
they  are  able,  according  to  their  own  needs 
and  preferences.  The  legislatk>n  includes  an 
amendment  relating  to  State  and  local  law  en- 
forcement and  firefighting  personnel  and  the 
special  concerns  about  fitness  that  accompa- 
ny their  positions.  The  bill  directs  the  Secre- 
tary of  Labor  and  the  Equal  Employment  Op- 
portunity Commission  to  study  and  make  rec- 


ommendatk>ns  to  Congress  on  establishing 
Federal  guidelines  for  the  use  of  physKal  and 
mental  fitness  tests  to  ensure  the  competency 
of  these  publk:  servants.  This  provision  in  H.R. 
4154  should  answer  any  questkjns  that  might 
be  raised  about  possible  threats  to  publk: 
safety  from  eliminating  all  mandatory  retire- 
ment requirements. 

Forcing  people  our  of  their  jobs,  simply  be- 
cause they  have  reached  a  certain  age,  clear- 
ly contradicts  our  Nation's  civil  rights  protec- 
tk>ns.  Thousands  of  Americans  age  70  and 
older  are  vibrant  and  vital  and  want  to  contin- 
ue woriung.  The  House  of  Representatives 
should  act  swiftly  and  firmly  to  protect  their 
rights. 

Mr.  Chairman,  I  urge  my  colleagues  to  sup- 
port H.R.  4154  and  oppose  all  weakening 
amendments. 

Mr.  CHAPPELL  Mr.  Chaimian,  today  I  rise 
in  support  of  H.R.  4154,  the  Age  Discrimina- 
tk)n  in  Employment  Act,  which  I  have  con- 
sponsored.  In  my  view,  this  legislation  Is  vitally 
needed  and  deserves  the  support  of  every 
Member  of  the  House. 

As  my  colleagues  know,  as  a  society,  we 
are  leading  longer  more  productive  lives  than 
previous  generations;  however,  workers  are 
still  subject  to  mandatory  retirement  mies  just 
as  their  parents  and  grandparents  were.  There 
is  no  valkJ  reason  to  require  people  to  retire 
wtien  they  are  still  capable  of  contributing  to 
their  communities,  their  workplace  and  to  their 
own  well-being.  We  need  only  to  look  at  histo- 
ry to  find  many  examples  of  senior  citizens 
performing  some  of  their  greatest  work  in  later 
life.  In  truth,  we  do  not  need  to  look  back  in 
time,  we  need  only  to  took  around  this  body. 
We  are  indeed  fortunate  that  many  of  us  are 
not  subject  to  mandatory  early  retirement, 
except  of  course  when  that  Is  the  expressed 
desire  of  our  constituents  at  the  polls.  We  in 
Congress  are  able  to  continue  in  our  chosen 
line  of  work;  but,  sadly,  the  same  cannot  be 
said  for  countless  indivkjuals  in  the  private 
sector. 

H.R.  4154  would  completely  eliminate  age- 
t>ased  mandatory  retirement,  recognizing  that 
everyone  is  entitled  to  prove  their  ability  to 
continue  working.  This  legislation  will  not  force 
anyone  to  continue  working,  rK>r  does  it  pre- 
vent the  employer  from  relieving  a  worker  for 
valid  and  nondiscriminating  reasons.  Rather,  it 
will  create  an  atmosphere  where  the  older 
worker  can  continue  to  provide  input  and  the 
t>enefit  of  accumulated  krrawledge  while  main- 
taining their  sense  of  accomplishment  and 
pride. 

In  closing,  Mr.  Chairman,  I  ask  that  each  of 
my  colleagues  consider  the  message  we  are 
sending  if  we  overwhelmingly  approve  this 
legislation.  We  would,  in  essence,  be  saying 
to  many  older  Americans  "You  can  contribute, 
your  services  are  valuable. "I  cannot  speak  for 
everyone  here  today;  but  tfiat  is  the  message 
I  would  like  to  send.  So  I  again  urge  my  col- 
leagues to  join  me  in  support  of  H.R.  41 54. 

Mr.  GALLO.  Mr.  Chairman,  today  vra  have 
taken  a  giant  step  fonvard  in  our  efforts  to 
end  a  discriminatory  practice  tfiat  has  robbed 
us  of  the  wisdom  of  experience  in  the  work- 
place and  has  forced  millions  of  able-bodied 
individuals  to  step  aside  based  on  a  date  on 
the  calendar. 


H.R.  4154  effectivefy  ends  age  discrimina- 
tton  in  the  workplace  by  lifting  the  current  age 
limit  in  Federal  law,  whk:h  says  that  a  person 
who  is  69  years  oto  is  protected  by  Federal 
law  from  being  removed  from  his  or  her  job 
because  of  age,  but  removes  that  protectkxi 
the  day  he  or  she  tunns  70. 

Since  1967,  we  have  protected  our  citizens 
up  to  the  age  of  70  from  age  discrimination  in 
emptoyment  Since  tfwt  time,  the  average  life 
expectancy  has  risen  by  2  years  for  men  arxl 
by  5  years  for  women.  We  are  hopeful  that 
advancements  in  the  medtoal  sciences  will 
allow  that  trend  to  continue. 

Our  laws  must  keep  pace  with  the  times. 
Our  laws  shoukj  recognize  that  age  alone  is 
not  tt>e  basis  for  worth  within  the  marketplace. 

Clearly,  some  of  us  live  longer  and  healtfiier 
lives  than  others.  Some  professk>ns  require 
quk:k  reflexes  that  may  sk>w  with  age.  Those 
changes  must  be  taken  into  account  as  an  irv 
divdual  continues  to  hold  certain  types  of  jobs. 
But,  that  is  an  individual  assessment  of  re- 
flexes, and  cannot  be  judged  by  looking  at  a 
birth  certificate. 

This  legislation  removes  a  banier  to  produc- 
tivity for  millions  of  people  whose  reflexes  do 
not  reflect  their  chronoigk^al  ages. 

A  list  of  productive  indivkluals  in  their  sev- 
enties, eighties,  and  nineties  could  fill  pages  in 
the  Congressional  Record. 

We  will  all  reach  this  point  in  our  lives 
eventually,  if  we  are  lucky. 

I  ask  you  to  imagine  yourself  in  the  positton 
of  a  person  who  tums  70  and  suddenly  Is  told, 
"you  are  too  okJ."  You  may  not  feel  too  old, 
but  if  you  are  told  you  are  old  too  often,  you 
begin  to  t}elteve  it  ar>d  give  up. 

This  bill  says  to  our  older,  more  experi- 
enced citizens,  "You  are  not  too  old."  This  is 
something  that  we  need  to  say. 

I  urge  support  for  H.R.  4154. 

Mr.  MARTINEZ.  Mr.  Chairman,  I 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  my  time. 

The  CHAIRMAN  (Mr.  Kostmayer). 
Pursuant  to  the  rule,  the  committee 
amendment  in  the  nature  of  a  substi- 
tute now  printed  in  the  reported  bill 
shall  be  considered  as  an  original  bill 
for  the  purpose  of  amendment,  and 
shall  be  considered  as  having  been 
read.  No  amendment  to  the  bill  or  to 
said  substitute  shall  be  in  order  except 
the  amendment  by  Representative 
Murphy  of  Pennsylvania  printed  in 
House  Report  99-840.  The  amendment 
shall  not  be  subject  to  amendment  or 
to  a  demand  for  a  division  of  the  ques- 
tion, but  shall  be  debatable  for  not  to 
exceed  1  hour,  to  be  equally  divided 
and  controlled  by  the  proponent  of 
the  amendment  and  a  Member  op- 
posed thereto. 

The  text  of  the  committee  amend- 
ment in  the  nature  of  a  substitute  is  as 
follows: 


AMENDKSNT  OPTERTD  BY  MR.  MURPRT 

Mr.    MURPHY.    Mr.    Chairman, 
offer  an  amendment. 
The  Clerk  read  as  follows: 
Amendment  offered  by  Mr.  Murphy: 
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Be  it  enacted  by  the  Senate  and  House  of 
Repreientativea  of  the  United  States  of 
America  in  Congress  assembled, 

8BCTION  1.  SHORT  TITLE. 

This  Act  may  be  cited  u  the  "Age  Pls- 
ciimlnatlon  in  Employment  Amendments  of 
1986". 
SBC  t  AMENDMKIirrS  TO  ACT. 

(a)  CovERAGK  Uiiont  Group  Health 
PtAHS.— Subsection  (gKl)  of  section  4  of  the 
Age  Discrimination  in  Employment  Act  of 
1967  (29  U.S.C.  623(g)<l)).  as  added  by  sec- 
tion 116(a)  of  the  Tax  Equity  and  Fiscal  Re- 
qjonslbility  Act  of  1982.  is  amended  by  strik- 
ing out  "through  69"  each  place  it  appears 
and  inserting  in  lieu  thereof  "or  older". 

(b)  TKTHincAL  AMnroMmT.— Subsection 
(g)  of  section  4  of  the  Age  Discrimination  in 
Employment  Act  of  1967.  as  added  by  sec- 
tion 802(bK2)  of  the  Older  Americans  Act 
Amendments  of  1984.  is  amended  by  strik- 
ing out  "(gKl)"  in  inserting  in  lieu  thereof 
"(hXl)". 

(c)  RxMOVAL  or  MAXimm  Age  Limita- 
noR.— Section  12  of  the  Age  Discrimination 
In  Employment  Act  of  1967  (29  U.S.C.  631) 
is  amended— 

(1)  in  subsection  (a)  by  striking  out  "but 
less  than  seventy  years  of  age",  and 

(2)  in  subsection  (cKl)  by  striking  out 
"but  not  seventy  years  of  age,". 

SEC  ».  STUDY  AND  PROPOSED  GUIDELINES  RELAT- 
ING TO  POUCE  OFFICERS  AND  FIRE- 
nCHTERS. 

(a)  SnTDT.— Not  later  than  18  months 
after  the  date  of  enactment  of  this  Act.  the 
Secretary  of  Labor  and  the  Equal  Employ- 
ment Opportunity  Conmiission.  jointly. 
sbaU- 

(1)  conduct  a  study— 

(A)  to  determine  whether  physical  and 
mental  fitness  tests  are  valid  measurements 
of  the  ability  and  competency  of  police  offi- 
cers and  firefighters  to  perform  the  require- 
ments of  their  Jobs. 

(B)  If  such  tests  are  foimd  to  be  valid 
measurements  of  such  ability  and  compe- 
tency, to  determine  which  particular  types 
of  tests  most  effectively  measure  such  abili- 
ty and  competency,  and 

(C)  to  develop  recommendations  with  re- 
spect to  specific  standards  that  such  tests. 
and  the  administration  of  such  tests  should 
satisfy,  and 

(2)  submit  a  report  to  the  Speaker  of  the 
House  of  Representatives  and  the  President 
pro  tempore  of  the  Senate  that  includes— 

(A)  a  description  of  the  results  of  such 
study,  and 

(B)  a  statement  of  the  recommendations 
developed  under  paragraph  (IKC). 

(b)  Proposed  Guideliiies.- Not  later  than 
2  years  after  the  date  of  the  enactment  of 
this  Act.  the  Equal  Employment  Opportuni- 
ty Commission  shall  propose,  in  accordance 
with  subchapter  II  of  chapter  5  of  title  5  of 
the  United  States  Code,  guidelines  for  the 
administration  and  use  of  physical  and 
mental  fitness  test  to  measure  the  ability 
and  competency  of  police  officers  and  fire- 
fighters to  perform  the  requirements  of 
their  jobs. 

8BC.  4.  EFFECTIVE  DATE  AND   APPUCATION   OF 
AMENDMENTS. 

This  Act  and  the  amendments  made  by 
section  2  of  this  Act  shall  take  effect  on 
January  1,  1987.  except  that  with  respect  to 
any  employee  who  is  subject  to  a  collective- 
bargaining  agreement— 

(1)  which  is  in  effect  on  June  30. 1986. 

(2)  which  terminates  after  January  1. 
1987. 


(3)  any  provision  of  which  was  entered 
into  by  a  labor  organization  (as  defined  by 
section  6(d)(4)  of  the  Fair  Labor  Standards 
Act  of  1938  (29  U.S.C.  206(d)(4)).  and 

(4)  which  contains  any  provision  that 
would  be  superseded  by  such  amendments, 
but  for  the  operation  of  this  section, 

such  amendments  shall  not  apply  until  the 
termination  of  such  collective  bargaining 
agreement  or  January  1.  1990,  whichever 
occurs  first. 

Page  4,  strike  line  4  and  Insert  the  follow- 
ing: 

SEC    t.    AMENDMENTS    RELATING    TO    MAXIMUM 
AGE. 

Page  4,  after  line  22,  insert  the  following: 

SEC  3.  EMPLOYMENT  AS   FIREFIGHTER  OR  LAW 
ENFORCEMENT  OFFICER. 

Section  4  of  the  Age  Discrimination  in 
Employment  Act  of  1967  (29  U.S.C.  623)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(i)  It  shall  not  be  unlawful  for  an  em- 
ployer which  is  a  State,  a  political  subdivi- 
sion of  a  State,  an  agency  or  instrumentali- 
ty of  a  State  or  a  political  subdivision  of  a 
State,  or  an  interstate  agency  to  fail  or 
refuse  to  hire  or  to  discharge  any  individual 
because  of  such  individual's  age  if  such 
action  is  taken  with  respect  to  the  employ- 
ment of  an  individual  as  a  firefighter  or  as  a 
law  enforcement  officer.". 

SEC  4.  DEFINITIONS. 

Section  11  of  the  Age  Discrimination  in 
Employment  Act  of  1967  (29  U.S.C.  630)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsections: 

"(j)  The  term  'firefighter'  means  an  em- 
ployee, the  duties  of  whose  position  are  pri- 
marily to  perform  work  directly  connected 
with  the  control  and  extinguishment  of 
fires  or  the  maintenance  and  use  of  fire- 
fighting  apparatus  and  equipment,  includ- 
ing an  employee  engaged  in  this  activity 
who  is  transferred  to  a  supervisory  or  ad- 
ministrative position. 

"(k)  The  term  law  enforcement  officer' 
means  an  employee,  the  duties  of  whose  po- 
sition are  primarily  the  Investigation,  appre- 
hension, or  detention  of  individuals  suspect- 
ed or  convicted  of  offenses  against  the 
criminal  laws  of  a  State,  including  an  em- 
ployee engaged  in  this  activity  who  is  trans- 
ferred to  a  supervisory  or  administrative  po- 
sition. For  the  purpose  of  this  subsection, 
'detention'  includes  the  duties  of— 

"(1)  employees  of  any  penal  institution: 
and 

"(2)  employees  of  any  public  health 
agency  assigned  to  the  field  service  of  any 
penal  institution: 

whose  duties  In  connection  with  individuals 
in  detention  suspected  or  convicted  of  of- 
fenses against  the  criminal  laws  of  a  State 
require  frequent  (as  determined  by  the  ap- 
propriate administrative  authority)  direct 
contact  with  these  individuals  in  their  de- 
tention, direction,  supervision,  inspection, 
training,  employment,  care,  transportation, 
or  rehabUitation.". 

Page  5.  line  1.  strike  "Sec.  3."  and  insert 
"Sec.  5.". 

Page  6,  strike  lines  7  and  8,  and  insert  the 
foUowinr. 

SEC  6.  EFFECTIVE  DATE:  APPLICATION  OF  AMEND- 
MENTS. 

(a)  In  General.- Except  as  provided  in 
subsection  (b).  this  Act  and  the  amend- 
ments made  by 

Page  6.  after  line  23,  add  the  following: 

(b)  Effect  on  Existing  Causes  op 
AcnoN.— The  amendments  made  by  sections 
3  and  4  of  this  Act  shall  not  apply  with  re- 


spect to  any  cause  of  action  arising  under 
the  Age  Discrimination  in  Employment  Act 
of  1967  as  in  effect  before  January  1,  1987. 

Mr.  MURPHY  (during  the  reading). 
Mr.  Chairman.  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Pennsylvania? 

There  was  no  objection. 

The  CHAIRMAN.  Pursuant  to  the 
rule,  the  gentleman  from  Pennsylva- 
nia [Mr.  Mttrphy]  will  be  recognized 
for  30  minutes  and  a  Member  opposed 
wiU  be  recognized  for  30  minutes. 

Mr.  JEFFORDS.  Mr.  Chairman,  I 
am  opposed  to  the  amendment. 

The  CHAIRMAN.  The  gentleman 
from  Vermont  [Mr.  Jeffords]  will  be 
recognized  for  30  minutes. 

The  Chair  recognizes  the  gentleman 
from  Pennsylvania  [Mr.  Mukphy]. 

Mr.  MURPHY.  Mr.  Chairman,  I,  too, 
favor  the  basic  concepts  of  this  bill, 
and  was  here  in  the  year  1978  when  we 
broadened  the  age  antidiscrimination 
legislation  to  permit  us  to  allow  em- 
ployees to  work  up  to  the  age  of  70, 
and  I  favor  the  concept  of  extending 
that  age  limit. 

I,  too,  agree  with  the  gentleman 
from  Florida  [Mr.  Pepper],  the  gentle- 
man from  California  [Mr.  Martinez], 
and  the  gentleman  from  California 
[Mr.  Hawkins]  that  there  are  many 
people  of  advanced  age  who  have  the 
capacity  and  the  ability  to  continue 
working. 

However,  my  amendment  provides 
that  public  safety  emmoyees— fire- 
fighters and  police  officers— would 
still  be  subject  to  the  jurisdiction  of 
the  States  and  local  governments  to 
determine  whether  or  not  they  should 
be  allowed  to  continue  to  work  at  any 
age. 

I  know  that  Congressional  people 
can  perhaps  serve  and  do  serve  very 
admirably  until  age  87  and  beyond. 
People  serve  in  executive  positions,  in 
manual  tasks.  But  I  submit  that  we 
should  not  replace  our  opinions  of 
what  is  good  for  the  public  sector  and 
the  public-safety  employee  in  saying 
that  people  who  are  87  years  of  age  or 
90  years  of  age  should  be  chasing  drug 
smugglers  down  the  street  or  fighting 
in  pitched  battles  combating  fires  and 
combating  criminals. 

My  amendment  therefore  provides 
that  State  governments  and  local  gov- 
ernments would  have  that  discretion. 
Let  us  not  impose  our  judgment  on 
theirs.  Let  the  local  councilmen,  the 
local  and  State  legislator,  determine 
whether  or  not  the  State  trooper 
should  be  serving  at  82  years  of  age  or 
70  years  of  age.  Let  them  have  that 
discretion  as  we  originally  intended  in 
the  act. 

When  we  originally  passed  this  act 
we  did  not  intend  to  cover  State  and 
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municipal  employees.  The  Supreme 
Court  since  that  time  has  said  that 
yes,  since  we  did  not  exempt  them, 
they  are  covered  by  the  act. 

I  might  say  that  at  the  time  we 
passed  the  act  in  1978  the  Congress 
specifically  exempted  Federal  public 
safety  employees  from  the  scope  of 
the  act.  and  we  stated  at  that  time 
that  in  certain  types  of  particularly  ar- 
duous law  enforcement  activity,  there 
may  be  factual  basis  for  believing  that 
substantially  all  employees  above  a 
specified  age  are  unable  to  continue  to 
perform  safely  and  efficiently  the 
duties  of  those  particular  Jobs.  We  be- 
lieve that  it  is  necessary  to  exempt 
Federal  law  enforcement  officers  and 
Federal  firefighters.  Why  do  we  not 
aUow  that  same  discretion  to  those  in 
the  State  legislatures  and  those  on 
city  councils? 

I  might  add  in  closing  my  argument 
that  the  Fraternal  Order  of  Police,  the 
individual  State  troopers,  sheriff's 
police  officers  and  firefighters,  the 
45,000-member  National  Sheriffs  Asso- 
ciation, the  International  Association 
of  Chiefs  of  Police,  and  the  Interna- 
tional Association  of  Firefighters,  all 
agree  that  there  should  be  an  age  limi- 
tation discussed  and  deliberated  and 
decided  locally,  that  there  should  be  a 
mandatory  age  retirement  for  the  col- 
leagues that  they  are  serving  with. 

Picture  the  fireman  who  is  there  on 
the  line  of  duty  in  his  thirties,  and  for- 
ties, and  fifties,  and  now  he  has  to 
serve  alongside  a  person  who  is  in  his 
eighties  and  nineties  and  cannot  force 
that  person  to  be  removed  from  the 
line  of  fire— the  policeman  who  is  out 
patrolling  the  beat  with  a  patrolman 
alongside  him  who  is  78  years  of  age 
and  maybe  not  as  quick  as  he  was  20 
years  ago,  and  yet  not  be  able  to  retire 
that  person.  That  is  why  these  associa- 
tions are  interested  in  serving  with 
those  persons  on  the  line  of  duty  with 
them  who  are  as  capable,  who  are  as 
agile,  and  who  are  as  able  as  they  in 
protecting  their  own  lives  as  well. 

Mr.  Chairman,  I  urge  my  colleagues 
to  support  this  amendment.  It  would 
only  provide  the  discretion  to  the  local 
and  State  governments  that  we  have 
decided  here  to  exempt  public  safety 
employees  from  this  act. 

Mr.  JEFFORDS.  Mr.  Chairman,  I 
yield  20  minites  to  the  gentleman  from 
California  [Mr.  Mabtinez]  to  be  allo- 
cated as  he  sees  fit. 

Mr.  MARTINEZ.  ISx.  Chairman,  I 
thank  the  gentleman  for  yielding  time 
tome. 

Mr.  Chairman,  I  yield  myself  such 
time  as  I  may  consume. 

Mr.  Chairman.  I  rise  in  opposition  of 
the  amendment  offered  by  Mr. 
MxTRPHT,  making  an  exemption  in  the 
Age  Discrimination  in  Employment 
Act  for  police  and  firefighters. 

The  amendment  would  allow  States 
and  local  governments  to  simply  set  an 
age  at  which  to  let  people  go  even  if 


they  were  capable  of  doing  their  Job. 
without  even  setting  standards  of  com- 
petency criteria. 

Some  departments  already  have 
done  this  to  protect  themselves  from 
suits  charging  age  discrimination. 

And  those  that  have  are  successful 
in  cutting  down  the  number  of  law- 
suits, proving  that  testing  a  person's 
capability  to  do  the  Job  is  better  than 
having  to  prove  in  court  they  are  inno- 
cent of  age  discrimination. 

The  cost  to  local  government  is  that 
the  burden  of  proof  lies  with  them, 
and  it  still  would  be  with  Mr.  Mur- 
phy's amendment. 

My  amendment  accepted  in  the  full 
Education  and  Labor  Committee 
offers  the  perfect  solution  to  the  con- 
cerns of  those  seelung  a  fit  and  compe- 
tent safety  officer  work  force.  The 
amendment  requires  the  Department 
of  Labor  and  Equal  Employment  Op- 
portunity Commission  to  undertake  an 
18-month  study  of  competency  criteria 
for  police  and  firefighters,  and,  6 
months  after  the  study,  to  issue  guide- 
lines on  how  to  apply  these  criteria  for 
State  and  local  safety  officers. 

State  and  local  governments  would 
be  allowed  discretion  in  the  degree  and 
range  of  criterion  used  to  measure 
their  work  force,  but.  these  standards 
must  be  fitted  to  the  specific  require- 
ments needed  for  the  job  and  be  ap- 
plied uniformly  to  workers  doing  that 
particular  type  of  job. 

Thus,  we  would  have  only  the  most 
fit  officers  to  rundown  criminals  and 
carry  out  victims  from  burning  build- 
ings. 

My  amendment  not  only  provides  us 
with  the  most  competent  safety  work- 
force, but  will  also  reduce  costs  cur- 
rently associated  with  having  to  liti- 
gate each  case  of  age  discrimination  or 
criterion  application  to  the  safety 
services. 

The  guidelines  will  make  it  clear 
how  discrimination  can  be  avoided  in 
the  work  force,  and  when  guidelines 
are  not  followed,  what  can  await  the 
employer  in  litigation. 

This  will  reduce  the  current  confu- 
sion over  the  problem  of  bona  fide  oc- 
cupational exemptions  to  the  age  dis- 
crimination laws. 

As  Chairman  Peppex  so  ably  points 
out,  we  would  never  allow  State  and 
local  governments  to  base  their  em- 
ployment decisions  upon  the  factors  of 
race,  sex,  national  origin  or  religious 
belief,  yet  for  age.  we  would  allow 
State  and  local  governments  to  arbi- 
trarily set  retirement  limits  having 
nothing  to  do  with  the  capacity  of  the 
worker  to  perform  the  safety  job. 

I  urge  my  colleagues  to  support  the 
compromise  Martinez  amendment 
which  was  accepted  in  the  full  Educa- 
tion and  Labor  Committee  and  reject 
the  amendment  offered  here. 


n  1800 


Mr.  Chairman,  I  yield  5  minutes  to 
the  gentleman  from  Florida  [Mr. 
Pepper]. 

The  CHAIRMAN.  Without  objection 
the  gentleman  from  Florida  [Mr. 
Pepper]  is  recognized  for  5  minutes. 

There  was  no  objection. 

Mr.  PEPPER.  Mr.  Chairman,  as  I 
said  a  few  moments  ago.  I  have  the 
utmost  sympathy  for  the  sentiments 
that  prompt  the  able  gentleman  from 
Pennsylvania  [Mr.  Murphy]  to  offer 
his  amendment.  As  I  said,  my  father 
was  a  law  enforcement  officer.  When  I 
was  growing  up.  I  remember  the 
nights  that  he  lay  out  in  the  swamps 
trying  to  apprehend  a  culprit  or  one 
charged  with  commission  of  a  serious 
crime.  I  remember  the  long  hours  he 
spent.  I  remember  sometimes  the 
physical  demands  as  well  as  those  of 
courage.  I  am  proud  to  say  that  I  re- 
member the  time  when  he  stood  alone 
against  a  mob  that  wanted  to  take  a 
prisoner  out  of  his  hands,  and  they 
never  took  that  prisoner. 

So  I  know  some  of  the  qualifications 
that  a  police  officer  should  have  and 
that  a  fireman  should  have.  We  honor 
them  for  the  noble  and  patriotic  serv- 
ice they  provide  to  our  country. 

But  this  bill  provides  a  2-year  study 
by  the  Department  of  Labor  and  the 
Equal  Opportunity  Commission  to  de- 
termine whether  or  not  real  qualifica- 
tions are  not  the  proper  criteria  for 
the  qualification  of  police  officers  and 
firemen  in  our  coimtry.  I  know  the 
Federal  people  in  that  position  are 
exempt.  I  hope  that  that  may  be  sub- 
ject for  consideration  next  year  when 
perhaps  we  will  ourselves  give  consid- 
eration to  amendments  that  may 
relate  to  exemptions  and  chsinges  in 
the  existing  law.  I  have  already  said  as 
chairman  of  the  Rules  Committee  I 
will  use  my  best  offices  to  try  to  see  to 
it  that  any  matter  of  that  character 
receives  a  fair  hearing  before  the 
Rules  Committee  and  before  the 
House. 

But  the  city  of  Los  Angeles,  one  of 
the  great  cities  of  this  country,  my. 
city  of  Miami  of  which  I  am  proud, 
and  there  may  be  others,  have  adopted 
criteria  that  have  to  do  with  real 
qualifications.  Age  is  not  a  real  crite- 
rion of  competence  or  qualification  to 
be  a  police  officer  or  a  fireman.  There 
are  many  men  strong  of  physique,  able 
of  qualification  to  deal  with  a  prisoner 
or  any  other  combatant  who  may  be 
far  over  the  age  of  65  or  even  70.  On 
the  other  hand,  there  are  many  men 
younger  than  65  who  do  not  have  the 
physical  requirements  to  deal  with  sit- 
uations that  may  arise  in  the  experi- 
ence of  a  police  officer  or  a  fireman. 

Los  Angeles  and  Miami,  to  name 
only  two  cities  in  this  country,  have 
adopted  real  qualifications.  How 
strong  is  the  individual,  how  much  en- 
durance does  he  have,  what  capacity 
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does  he  have  to  meet  challenge,  or  if 
necessary,  combat.  Those  are  criteria 
that  our  armed  services  employ.  I  have 
on  my  desk,  which  I  failed  to  bring 
here  today  and  had  intended  to,  the 
reqiiirements  of  the  U.S.  Navy.  A 
young  man  in  my  office  is  a  Reserve 
officer  in  the  Navy.  He  had  to  take 
these  tests  a  while  ago,  and  he  is  just  a 
young  man  in  his  thirties.  He  asked  me 
how  mAny  pushups  can  you  do,  how 
fast  can  you  nm.  how  long  can  you 
run.  what  strength  do  you  have,  how 
do  you  oxidize  your  breath?  In  other 
words,  what  are  your  physical  capac- 
ities to  deal  with  the  challenges  that 
may  arise.  Those  are  real  criteria,  they 
are  real  qualifications.  They  have  to 
deal  with  the  merits  of  an  officer's  ca- 
pacity. 

That  is  what  we  are  talking  about. 
But  to  drop  the  arbitrary  criteria  of 
age  is  generally  just  an  excuse  to  get 
rid  of  somebody  they  want  to  get  rid 
of.  All  they  have  got  to  do  is  lay  down 
the  criteria  that  they  want  their  em- 
ployees to  observe,  and  if  they  cannot 
meet  them  they  are  no  longer  quali- 
fied to  carry  out  that  important  public 
responsibility. 

So  I  want  to  say  to  my  friends  who, 
with  the  utmost  conscientiousness  and 
concern,  and  the  utmost  good  faith 
have  ofifered  this  amendment,  I  hope 
they  wiU  defer  it  at  least  to  a  later 
time  next  year  maybe  when  we  will  be 
considering  subjects  of  this  character. 
Let  us  adopt  a  clean  bill  tonight,  send 
it  to  the  other  body  and  see  if  we 
cannot  get  it  enacted  before  the  end  of 
this  session,  and  give  Congress  when  it 
goes  home  this  year  the  pride  of  being 
able  to  say  to  the  elderly  people  of 
America,  "We  believe  in  you,  we  have 
confidence  in  you.  You  know  your 
strengths  and  your  capacities,  and  we 
are  opening  doors  of  opportunity  to 
you  that  have  been  shut." 

Imagine  telling  a  man  or  women  70 
years  of  age,  mentally  and  physically 
alert,  no,  you  cannot  work.  What  is 
the  individual  to  do?  How  is  that  indi- 
vidual to  make  a  living?  How  is  he  or 
she  to  be  supported? 

Besides  that,  Mr.  Chairman,  it  does 
something  to  you,  just  like  taidng  your 
driver's  license  away  from  you  to  tell 
you  you  are  not  permitted  to  work. 

I  hope  my  friends  will  defer  at  least 
until  a  later  time  and  not  insist  upon 
this  amendment  that  they  have  in 
such  good  faith  offered  to  us  on  this 
floor. 

liir.  MURPHY.  Mr.  Chairman,  I 
yield  7  minutes  to  the  gentleman  from 
New  Jersey  [Mr.  RinalooI. 

Mr.  RINALDO.  Mr.  Chairman,  I  rise 
in  support  of  the  Murphy  amendment 
and  urge  its  adoption. 

As  the  ranking  minority  member  of 
the  Select  Committee  on  Aging,  I 
strongly  support  this  bill,  because  it 
ensures  that  job  fitness  is  based  on 
ability  and  not  age. 


I  firmly  believe  that  ability  should 
be  the  criterion  used  to  obtain  and 
retain  a  job. 

That  is  why  I  am  a  cosponsor  of  the 
legislation  we  are  considering  today, 
H.R.  4154,  which  would  remove  the 
age  70  cap  from  the  Age  Discrimina- 
tion in  Employment  Act  for  all  work- 
ers. 

However,  there  is  a  fimdamental 
omission  in  this  bill. 

Under  current  law.  Federal  agencies 
are  permitted  to  establish  mandatory 
retirement  ages  and  minimum  and 
maximum  entry  ages  for  Federal  law 
enforcement  officers  and  firefighters. 

When  Congress  increased  protec- 
tions for  older  workers  under  the  Age 
Discrimination  in  Retirement  Act  in 
1978,  it  endorsed  the  concept  that  Fed- 
eral public  safety  officers  may  reason- 
ably be  subject  to  retirement  age 
limits  unlike  other  occupations. 

No  consideration  was  given  to  State 
and  local  public  safety  officers  at  that 
time  because  they  were  not  considered 
to  be  under  the  jurisdiction  of  the  Age 
Discrimination  in  Employment  Act. 

The  Murphy  amendment  would 
exempt  State  and  local  governments 
from  the  hiring  and  retirement  provi- 
sions of  the  Age  Discrimination  in  Em- 
ployment Act  in  their  employment  of 
public  safety  officers.  This  would  give 
them  the  same  flexibility  that  Con- 
gress granted  Federal  agencies  which 
employ  law  enforcement  officers  and 
firefighters. 

There  is  absolutely  no  justification 
for  applying  one  standard  to  Federal 
public  safety  personnel  and  another  to 
State  and  local  public  safety  person- 
nel. 

This  is  the  only  opportunity  Con- 
gress will  have  to  rectify  the  current 
inconsistency  in  the  law  that  treats 
State  and  local  public  safety  officers 
differently  from  their  Federal  coun- 
terparts. 

The  needs  of  public  safety  require 
that  we  take  into  account  the  rigorous 
demands  made  on  those  engaged  in 
such  a  unique  occupation  requiring  ar- 
duous physical  activity. 

Despite  the  claims  of  some,  individ- 
ualized testing  is  not  a  safe  and  reli- 
able substitute  for  preestablished  age 
limits  for  public  safety  officers. 

Distinguished  medical  experts  have 
testified  before  Congress  that  medical 
science  and  technology  have  simply 
not  advanced  to  the  point  where  we 
can  safely  remove  age  limitations  and 
rely  exclusively  on  individual  testing. 

In  a  hearing  conducted  by  the  House 
Select  Committee  on  Aging  last  year. 
Dr.  Donald  Plinn  of  Texas  Technical 
University  Health  Sciences  Center 
stated  that  a  uniform  age  at  which  air- 
line pUots  should  retire  is  justified  be- 
cause, and  I  quote: 

No  age-related  psychophysiological  index 
of  intellectual  smd  psychomotor  functions 
exists  at  present. 


Similarly,  Col.  Earl  W.  Ferguson,  a 
former  U.S.  Air  Force  flight  surgeon 
and  military  consultant  to  the  Sur- 
geon General  of  the  U.S.  Air  Force, 
testified  that  firefighters  above  the 
age  of  55,  who  may  be  required  to 
exert  themselves  maximally  as  part  of 
their  job,  are  likely  to  have  significant 
coronary  artery  disease  which  cannot 
be  detected  by  testing. 

Dr.  Albert  Antlitz,  head  of  the  divi- 
sion of  cardiology  and  the  Department 
of  Electrocardiology  at  Mercy  Hospital 
in  Baltimore,  also  reported  that  most 
police  officers  55  years  of  age  and 
older  are  unable  to  carry  out  their 
duties  safely  and  efficiently  due  to 
coronary  disease  not  practically  de- 
tectable by  current  medical  tech- 
niques. 

And  in  1981,  the  National  Institute 
on  Aging  reported  back  to  Congress 
that  we  should  maintain  the  age  60 
rule  for  commercial  airline  pilots,  com- 
pletely rejecting  the  idea  that  medical 
tests  could  substitute  for  this  age  rule. 

Mr.  Chairman,  as  of  March  1986,  33 
States  or  localities  have  been  or  are 
being  sued  by  the  EEOC  for  the  estab- 
lishment of  mandatory  retirement  or 
minimiun  hiring  age  laws. 

These  States  and  localities  are  often 
burdened  by  time-consuming  and  ex- 
pensive litigation  against  private  plain- 
tiffs as  well  as  the  Equal  Employment 
Opportunity  Commission. 

Jurisdictions  wishing  to  retain  the 
hiring  and  retirement  standards  they 
established  for  public  safety  officers 
prior  to  the  EEOC  versus  Wyoming 
decision  are  now  forced  to  engage  in 
costly  medical  studies  to  support  their 
standards. 

We  have  a  chance  to  remedy  this 
problem  and  restore  equity  to  this 
field  by  adopting  the  Murphy  amend- 
ment. 

The  Murphy  amendment  would  not 
permit  State  and  local  governments  to 
make  arbitrary  employment  decisions 
based  on  age  because  it  applies  only  to 
the  very  narrow  area  of  hiring  and  re- 
tiring law  enforcement  officers. 

The  Murphy  amendment  does  not 
require  a  State  or  locality  to  establish 
a  mandatory  retirement  age. 

Rather,  it  would  permit  State  and 
local  governments  to  make  decisions 
that  they  feel  are  in  the  best  interest 
of  public  safety. 

The  Murphy  amendment  is  support- 
ed by  numerous  State  and  local  gov- 
ernmental organizations  urging  Con- 
gress to  resolve  the  inconsistency  be- 
tween Federal  law  and  State  and  local 
laws. 

The  Murphy  amendment  is  strongly 
supported  by  the  administration. 

Supporting  organizations  also  in- 
clude the  National  Governors'  Associa- 
tion, the  National  Conference  of  State 
Legislatures,  the  National  League  of 
Cities,  and  the  National  Association  of 
Counties. 
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More  significantly,  the  Murphy 
amendment  is  strongly  endorsed  by 
those  whose  careers  and  livelihoods 
will  be  most  affected  by  this  legisla- 
tion—the individual  State  trooper, 
sheriff,  police  officer,  and  firefighter. 

I  urge  my  colleagues  to  support  this 
amendment,  and  I  yield  back  the  bal- 
ance of  my  time. 

D  1810 

Mr.  MARTINEZ.  Mr.  Chairman,  I 
yield  3  minutes  to  the  gentleman  from 
California  [Mr.  Hawkins]. 

The  CHAIRMAN.  Without  objec- 
tion, the  gentleman  from  California 
[Mr.  Hawkins]  recognized  for  3  min- 
utes. 

There  was  no  objection. 

Mr.  HAWKINS.  Mr.  Chairman,  I 
rise  in  opposition  to  the  amendment 
offered  by  Mr.  Murphy  seeking  an  ex- 
emption for  State  and  local  police  and 
firefighters  from  our  elimination  of 
mandatory  retirement  requirements 
currently  applicable  to  most  private 
sector  employees.  I  cannot  state 
strongly  enough  my  firm  belief  that 
the  facts  do  not  justify  arbitrary  man- 
datory retirement  or  maximum  hiring 
age  policies  for  any  classification  of 
employees. 

Despite  substantial  progress  toward 
rationalizing  retirement  based  on  age, 
we  have  faced,  since  the  Supreme 
Court's  holding  in  EEOC  versus  Wyo- 
ming, clarifying  the  applicability  of 
Federal  age  discrimination  protections 
to  State  and  local  governments,  a  re- 
surgence of  efforts  to  reimpose  age  re- 
lated hiring  requirements. 

During  this  debate,  we  have  heard 
the  proponents  of  the  Murphy  amend- 
ment argue  that  age  limitations  are 
necessary  to  allow  State  and  local  gov- 
ernments to  maintain  a  fit  and  able 
public  safety  work  force,  that  physical 
fitness  exams  are  cost  prohibitive  and 
unreliable,  that,  in  any  event,  the 
matter  should  be  left  to  the  States  and 
localities  and  that  the  present  Federal 
exemption  justifies  similar  treatment 
for  State  and  local  personnel.  None  of 
these  arguments  withstand  close  scru- 
tiny. 

The  ADEA  does  not  prevent  employ- 
ers from  discharging  an  individual 
who  is  unfit  or  incompetent,  indeed, 
limitations  are  allowed  by  the  ADEA  if 
age  can  be  shown  to  be  a  "bona  fide 
occupational  qualification."  An  abun- 
dance of  scientific  evidence  exists 
which  shows  that  chronological  age  is 
a  poor  indicator  of  fitness  and  job  per- 
formance. Doctors  and  physiologists 
have  demonstrated  that  other  factors, 
such  as  aerobic  and  muscular  fitness 
and  amount  of  body  fat,  are  much 
better  predictors  of  performance  than 
is  age. 

Nearly  one-third  of  all  States  have 
no  hiring  age  limits  and  22  percent 
have  no  retirement  age.  Even  among 
States  with  mandatory  retirement 
ages,  the  established  age  ranges  from 


SO  to  70,  indicating  that  there  is  no 
consensus  on  the  necessary  age  limit. 
Physical  fitness  and  medical  testing 
have  been  shown  to  be  a  much  more 
accurate  and  cost-effective  determi- 
nant of  an  individual's  physical  condi- 
tion, risk  of  incapacitating  illness,  and 
ability  to  perform  a  job.  Doctors  and 
physiologists  have  demonstrated  that 
age  cutoff  standards,  when  used  as  a 
job  selection  criterion,^  may  be  dis- 
criminatory and  unreliable.  Many 
physically  fit,  older  officers  demon- 
strate better  health  and  fitness  pro- 
files than  out-of-shape  qualified  for  a 
position  is  to  test  applicants  and  in- 
cumbents. 

At  least  18  States  and  10  major  cities 
have  instituted  physical  fitness/health 
programs  for  State  law  enforcement 
officers— including  the  Los  Angeles 
Fire  Department.  These  programs 
have  increased  fitness  levels,  reduced 
factors  associated  with  heart  disease, 
reduced  injuries  on  the  job,  and  re- 
duced worker  compensation  claims 
and  disability  costs. 

Physical  fitness  testing  and  training 
is  not  cost-prohibitive.  For  example, 
the  city  of  Los  Angeles  Fire  Depart- 
ment was  able  to  set  up  its  physical 
fitness  training  program  for  about 
$5,000  for  120  work  locations  and  has 
spent  $5,000  a  year  to  maintain  it. 
This  program  has  cut  back  on  work-re- 
lated disabilities  which  have  been  esti- 
mated to  cost  the  city  an  average  of 
$250,000. 

The  ADEA  does  not  interfere  with  a 
State  or  local  government's  ability  to 
prescribe  reasonable  qualifications  for 
public  safety  officers  or  to  discharge 
those  individuals  unfit  to  perform 
safely  and  efficiently  irrespective  of 
age. 

If  a  State  or  local  government  could 
establish  a  retirement  age  limit  as  a  le- 
gitimate occupational  qualification, 
that  age  limitation  would  not  violate 
the  ADEA. 

Merely  requiring  State  and  local 
governments  to  justify  any  hiring  or 
retirement  age  limitation  does  not 
impair  their  ability  to  function. 

And  finally,  the  Federal  occupations 
which  allow  early  forced  retirement  do 
so  based  on  a  1947  law  which  offered 
special  early  retirement  incentives  as  a 
reward  for  enforcement  personnel. 
That  law  is  now  obsolete.  Half  of  the 
Federal  agencies  covered  by  the  spe- 
cial early  retirement  program  have 
chosen  not  to  set  maximum  hiring 
ages  or  mandatory  retirement  ages  be- 
cause such  limits  are  inefficient  and 
exclude  qualified  personnel  from  em- 
ployment. 

We  have  said  before,  and  must  reaf- 
firm now  that  "as  a  matter  of  basic 
civil  rights,  people  should  be  treated  in 
employment  on  the  basis  of  their  abili- 
ty to  perform  a  job  •  •  •  ."  The  ADEA 
sought  "to  promote  employment  of 
older  persons  based  on  their  ability 
rather  than  age."  Mandatory  retire- 


ment, in  any  sector,  defeats  this  objec- 
tive. The  amendment  proposed  by  Mr. 
Murphy,  though  well-intended,  is 
unwise  and  ill-advised.  I  must  urge  the 
Members  of  the  House  to  vote  against 
it. 

Mr.  MURPHY.  Mr.  Chairman,  I 
yield  4  minutes  to  the  gentlewoman 
from  New  Jersey  [Mrs.  RoukemaI. 

Mrs.  ROUKEMA.  Mr.  Chairman.  I 
rise  in  strong  support  of  Mr.  Murphy's 
amendment  to  H.R.  4154  which  would 
exempt  State  and  local  firefighters 
and  law  enforcement  officers  from  the 
hire  and  discharge  provisions  of  the 
Age  Discrimination  in  Employment 
Act.  It  totally  defies  commonsense  to 
lift  the  age  cap  from  the  DEA  without 
providing  an  exemption  for  public 
safety  officers.  It  is  self-evident  and 
unnecessary  to  even  state  the  fact  that 
public  safety  officers  must  have  a  cer- 
tain amount  of  physical  ability  to 
properly  carry  out  their  jobs.  Yet  as 
obvious  as  this  is,  this  bill  would  deny 
State  and  local  governments  the  right 
to  decide  when  the  physical  rigors  de- 
manded by  their  own  officers'  jobs  re- 
quire the  setting  of  mandatory  hiring 
and  retirement  ages. 

Let  me  tell  you  in  more  detail  why^I 
believe  it  would  be  a  serious  mistake  to 
pass  H.R.  4154  without  a  police  and 
fire  exemption.  I  will  start  from  the 
obvious  and  indisputable  premise  that 
there  are  some  occupations  affecting 
public  safety  which  have  unique  de- 
mands requiring  a  certain  amount  of 
physical  ability.  Several  years  ago,  a 
previous  Congress  considering  the 
same  issue  we  are  considering  today 
apparently  recognized  this  fact.  In 
1978,  Congress  left  standing  laws  es- 
tablishing mandatory  retirement  ages 
and  minimum  and  maximum  hiring 
ages  for  certain  Federal  Government 
occupations,  even  though  it  removed  - 
the  age  cap  for  the  retirement  of  Fed- 
eral employees.  Thus,  Federal  law  en- 
forcement and  firefighting  personnel 
must  retire  at  age  55,  air  traffic  con- 
trollers must  r«tire  at  age  56,  and  For- 
eign Service  officers  must  retire  at  65. 
Commercial  airline  pilots  are  required 
by  the  Federal  Aviation  Administra- 
tion to  retire  at  60.  If  the  Federal  Gov- 
ernment is  permitted  to  make  special 
exemptions  to  the  prohibition  against 
mandatory  retirement  for  particular 
occupations,  then  it  is  only  intelligent 
and  rational  to  provide  the  States  with 
the  same  ability  to  make  exemptions 
which  they  feel  are  necessary  to  pro- 
tect public  safety. 

Furthermore,  to  refuse  to  allow 
States  to  make  this  exception  when 
needed  flies  in  the  face  of  medical  and 
scientific  knowledge.  Expert  medical 
testimony  provided  both  in  trials  on 
this  issue  and  in  congressional  hear- 
ings has  established  that  medical  sci- 
ence has.  not  advanced  to  the  point 
where  age  limitations  can  be  safely  re- 
moved in  occupations  affecting  public 
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safety.  Experts  have  testified  that  no 
age-related  psychophysiological  index 
of  intellectual  and  psychomotor  func- 
tions currently  exists,  and  similarly, 
that  it  is  not  possible  to  detect  latent 
coronary  artery  disease— a  disease 
which  is  much  more  prevalent  at  older 
ages — on  an  individualized  basis.  Fur- 
ther, it  is  established  that  exercise 
stress  tests  cannot  reliably  identify 
those  suffering  from  significant  coro- 
nary artery  disease.  In  fact,  a  study  of 
900  Indiana  State  police  officers 
showed  that  94  percent  of  the  persons 
suffering  sudden  cardiac  death  or 
acute  myocardial  infarction  had  a 
"normal"  exercise  test  result.  In  short, 
there  is  at  present  no  accurate  means 
of  assessing  individual  mental  and 
physical  functioning.  Some  tests  can 
show  that  a  particular  individual  defi- 
nitely cannot  perform  the  physical  re- 
quirements of  a  public  safety  officer 
job,  but  no  existing  test  can  show  that 
a  particular  individual  definitely  can 
perform  the  physical  requirements  of 
the  job.  At  this  point,  age  is  the  best 
predictor  of  physical  fimctioning  that 
exists. 

Even  though  there  is  no  means  of 
accurately  assessing  mental  and  physi- 
cal functioning  on  an  individualized 
basis.  State  and  local  governments  are 
cxirrently  being  required  to  do  just 
that.  They  are  required  to  prove 
that  particular  individuals  cannot  per- 
form the  physical  requirements  of 
public  safety  officer  jobs.  In  other 
words,  they  are  forced  to  perform  an 
impossibility  in  their  defenses  to  many 
age  discrimination  lawsuits. 

There  has  been  an  explosion  of  law- 
suits against  State  and  local  govern- 
ments challenging  the  validity  of  man- 
datory hiring  and  retirement  ages  for 
public  safety  officers.  As  of  March 
1986.  the  EEOC  had  filed  suit  against 
at  least  33  State  and  local  govern- 
ments. Many  additional  suits  have 
been  filed  by  private  plaintiffs  as  well. 
Decisions  are  split  on  these  cases  on 
the  central  issue  of  whether  age  is  a 
bona  fide  occupational  qualification 
[BPOQ]  for  public  safety  officer  jobs. 
In  cases  where  the  court  has  ruled 
that  the  defendant  government  has 
not  proved  that  age  is  a  BFOQ,  the 
government  has  no  choice  but  to  try  to 
provide  that  particular  individuals  are 
not  physically  capable  of  performing 
the  requirements  of  the  job  before 
they  can  retire  them  or  refuse  to  hire 
them.  But  since  no  tests  have  yet  been 
devised  which  can  accurately  assess  or 
predict  mental  and  physical  function- 
ing, the  States  are  required  to  prove 
the  unprovable. 

In  short,  we  should  not  require  State 
and  local  governments  to  do  some- 
thing which  we  do  not  require  the 
Federal  Government  to  do  and  which, 
in  fact,  is  impossible  to  do  on  a  predic- 
tive basis— namely,  prove  BFOQ  in 
every  individual  case.  I  urge  Members 
to  vote  for  the  Murphy  amendment  so 


that  State  and  local  governments  are 
given  the  same  freedom  the  Federal 
Government  has  to  make  their  own 
determinations  regarding  mandatory 
age  limitations  for  hiring  and  rehiring 
public  safety  officers. 

D  1820 

Mr.  MARTINEZ.  Mr.  Chairman,  I 
yield  1  minute  to  the  gentleman  from 
Florida  [Mr.  Lehman]. 

The  CHAIRMAN.  Without  objec- 
tion, the  gentleman  from  Florida  is 
recognized  for  1  minute. 

There  was  no  objection. 

Mr.  LEHMAN  of  Florida.  Mr.  Chair- 
man, I  rise  in  opposition  to  the 
Murphy  amendment  and  in  strong 
support  for  the  Committee  on  Aging's 
legislation  in  opposition  to  mandatory 
retirement. 

I  want  to  commend  the  distin- 
guished gentleman  from  California 
[Mr.  Martinez]  for  bringing  this  legis- 
lation to  the  floor  today.  Even  more,  I 
want  to  compliment  and  offer  my  ad- 
miration for  my  colleague  from  Flori- 
da [Mr.  Pepper]  who  has  been  the 
engine  which  has  driven  this  legisla- 
tion over  the  years  and  hopefully  to 
its  completion  within  the  next  few 
days  and  weeks. 

My  colleague,  Mr.  Pepper,  has  so 
much  compassion  for  many  people  and 
for  the  hiunan  condition  that  I  think 
at  this  time  the  human  condition  and 
compassion  for  the  human  condition 
should  not  be  limited  by  either  age  or 
by  the  job  description  of  that  person. 

I  therefore  strongly  urge  my  col- 
leagues to  vote  "no"  on  the  Murphy 
amendment  and  support  this  legisla- 
tion in  its  passage. 

Mr.  MURPHY.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
New  Jersey  [Mr.  Hughes]. 

Mr.  HUGHES.  Mr.  Chairman,  I  rise 
in  strong  support  of  the  amendment 
offered  by  my  colleague  and  friend 
from  Pennsylvania  [Mr.  Muhphy].  I 
want  to  offer  my  sincerest  congratula- 
tions to  him  for  the  yeoman  job  he 
has  done  in  focusing  attention  on  this 
issue. 

Mr.  Chairman,  I  strongly  support 
H.R.  4154  as  a  vital  step  in  Congress' 
efforts  to  put  an  end  to  age  discrimi- 
nation. I  supported  the  action  taken 
by  Congress  in  1978  which  removed 
the  ADElA's  age  70  cap  for  Federal 
workers,  and  believe  that  this  effort 
should  be  expanded  to  include  most 
public  and  private  sector  employees. 
Generally,  age  should  not  be  a  factor 
in  determining  one's  right  to  employ- 
ment or  continued  emplojrment.  It 
should  be  on  the  basis  of  merit  and 
ability. 

I  firmly  believe,  though,  that  as  a 
simple  matter  of  public  safety,  special 
provisions  must  be  made  for  those  en- 
gaged in  law  enforcement  and  public 
safety.  Federal  agencies  are  permitted 
to  establish  special  hiring  and  retire- 
ment   guidelines    for   Federal    public 


safety  officers,  firefighters,  and  other 
workers  who  must  regularly  endure 
extraordinary  physical  and  mental 
stress.  Air  traffic  controllers,  for  ex- 
ample, at  the  Federal  level  must  retire 
at  age  56.  That  is  not  obsolete— while 
Foreign  Service  officers  must  retire  at 
age  65.  That  is  not  obsolete.  Federal 
firefighters  and  law  enforcement  offi- 
cers—including employees  of  the  FBI, 
Secret  Service,  and  Federal  Prison 
System— must  retire  at  age  55.  That  is 
not  obsolete. 

Until  the  Supreme  Court  decided,  in 
1983,  that  the  ADEA  could  be  applied 
to  State  and  local  governments,  most 
States  and  localities  had  established 
sinular  guidelines  with  regard  to  the 
hiring  and  retirement  of  their  public 
safety  officers.  While  the  Supreme 
Court's  decision  in  the  case  of  EEOC 
versus  Wyoming  had  the  laudable 
effect  of  extending  ADEA  coverage  to 
the  large  majority  of  State  and  local 
employees  whose  jobs  do  not  entail  ex- 
traordinary physical  stress,  it  had  the 
undesirable  side  effect  of  robbing 
States  and  localities  of  the  same  abili- 
ty as  the  Federal  Government  to 
ensure  the  public  safety  is  preserved, 
that  Congress  has  reserved  for  the 
Federal  Government. 

Congress  did  not  allow  an  ADEA  ex- 
emption for  Federal  public  safety  offi- 
cers without  careful  deliberation.  This 
exemption  has  been  reconsidered  as 
recently  as  1978,  when  the  ADEA  was 
amended  to  eliminate  mandatory  re- 
tirement for  other  Federal  employees. 
The  House  Education  and  Labor  Com- 
mittee's report  on  this  legislation 
noted.  And  I  quote,  this  is  this  com- 
mittee's quote: 

Certain  mental  and  physical  capabilities 
may  decline  with  age,  and  in  some  jobs  with 
unusually  high  demands.  Age  may  be  con- 
sidered a  factor  in  hiring  and  retaining 
older  workers.  For  example,  jobs  such  as 
some  of  those  in  air  traffic  control  and  in 
law  enforcement  and  in  fire  fighting  have 
very  strict  physical  requirements  on  which 
the  public  safety  depends. 

The  corresponding  Senate  report  in- 
cluded a  similar  observation,  noting, 
and  again  I  quote: 

In  certain  types  of  particularly  arduous 
law  enforcement  activity,  there  may  be  a 
factual  basis  for  believing  that  substantially 
all  employees  above  a  specified  age  would  be 
unable  to  continue  to  perform  safely  and  ef- 
ficiently the  duties  of  their  particular  jobs, 
and  it  may  be  impossible  or  impractical  to 
determine  through  medical  examinations, 
periodic  reviews  of  current  job  performance 
and  other  objective  tests  the  employees'  ca- 
pacity or  ability  to  continue  to  perform  the 
jobs  safely  and  efficiently. 

Clearly,  there  was  a  strong  belief 
among  those  who  had  carefully  stud- 
ied the  situation  that  Federal  agencies 
should  have  the  flexibility  to  establish 
retirement  ages  for  their  public  safety 
personnel.  It  is  equally  clear  to  me 
that  State  and  local  governments 
should  be  allowed  the  same  flexibility 
with  regard  to  their  public  safety  offi- 
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cers,  as  the  Federal  Government.  The 
amendment  offered  by  my  colleague 
from  Pennsylvania  would  do  just  that. 
What  we  are  endeavoring  to  do  here  is 
set  up  two  standards,  one  for  the  Fed- 
eral Government  and  one  for  the 
State  govermnent.  I  do  not  think  any- 
body would  stand  up  here  and  argue 
that  there  is  not  tremendous  stress  on 
the  part  of  employees  in  certain  types 
of  employment.  The  medical  data  that 
has  been  submitted  reinforces  what  we 
have  luiown  all  along,  that  in  fact  we 
cannot  tell  by  tests  objectively  as  to 
whether  or  not  those  that  are  carrying 
out  public  safety  responsibilities, 
whether  they  put  their  lives  and  other 
lives  in  jeopardy.  That  is  what  is  im- 
portant about  this  particular  class  of 
employees,  because  it  is  not  just  their 
lives  that  are  on  the  line;  they  in 
many  instances  are  responsible  for 
hundreds  of  lives. 

Air  traffic  controllers,  for  instance, 
are  responsible  for  hundreds  of  lives, 
as  are  police  officers  and  firefighters. 
Do  not  create  a  dual  standard,  let  us 
treat  the  States  as  we  would  have  the 
Federal  Government  in  fact  treat 
those  employees.  That  is  all  we  are 
asking  for,  fairness. 

Mr.  MARTINEZ.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
Oregon  [Mr.  Wyden]. 

The    CHAIRMAN.    Without    objec- 
tion, the  gentleman  is  recognized  for  2 
minutes. 
There  was  no  objection. 
Mr.  WYDEN.  Mr.  Chairman,  I  rise 
in  opposition  to  the  amendment. 

Mr.  Chairman,  first  of  all  I  think  all 
the  Members  of  this  body  know  that 
the  author  of  this  amendment  is  one 
of  the  most  decent,  caring  Members  of 
this  body,  and  I  want  him  to  know 
that  I  understand  the  sincerity  with 
which  he  offers  this  amendment. 

But  I  would  just  have  to  say,  Mr. 
Chairman  and  colleagues,  that  passage 
of  this  amendment  would  send  a  very 
simple  but  extremely  dangerous  mes- 
sage to  the  American  people.  That 
message  would  be  that  even  if  you 
have  the  skills,  the  ability  and  the 
energy  to  be  a  firefighter  or  a  police 
officer,  we  may  not  give  you  the 
chance  to  hold  a  job.  It  seems  to  me 
that  that,  Mr.  Chairman  and  col- 
leagues, is  contrary  to  everything  that 
our  country  stands  for. 

What  our  coimtry  stands  for  to  me 
and  I  know  to  all  the  other  Members 
of  this  body  is  if  you  have  those  skills 
and  you  have  those  abilities  there 
really  is  not  anything  that  we  are 
going  to  cut  you  off  from.  Unfortu- 
nately, that  is  exactly  what  this 
amendment  would  do. 

Mr.  Chairman,  that  is  why  it  is  op- 
posed by  all  the  major  organizations 
representing  senior  citizens. 

The  American  Association  of  Retired 
Persons,  for  example,  an  organization 
that  represents  more  than  20  million 
older  people,  feels  that  this  would  be  a 


fimdamental   step   backward   in   the 
fight  against  age  discrimination. 

So  it  seems  to  me  that  we  ought  to 
send  a  very  simple  message  today,  and 
that  is  that  it  is  ability  and  not  age 
that  matters.  We  can  do  that  if  we 
pass  the  important  legislation  au- 
thored by  the  gentleman  from  Florida, 
the  gentleman  from  California  [Mr. 
Hawkins],  and  reject  this  amendment. 

Mr.  JEFFORDS.  Mr.  Chairman,  I 
yield  myself  such  time  as  I  may  con- 
svune. 

Mr.  Chairman,  I  would  like  to  try  to 
hopefully  add  some  clarity  to  the 
issues  here.  First  of  all,  I  think  it  is 
important  that  we  recognize  that  we 
are  being  asked  here  to  take  a  step 
backward,  to  change  what  the  present 
law  is  and  to  go  back  and  say,  "We  are 
going  to  allow  age  discrimination  in 
certain  areas."  That  is  what  we  are 
being  asked  to  do  here.  That  has  been 
the  law  since  1967.  It  was  not  really 
until  1983  in  the  Supreme  Court  case 
in  Wyoming  versus  EEOC  that  we  un- 
derstood that  age  discrimination  was 
unlawful  for  State  and  local  govern- 
ments as  well  as  for  the  private  sector. 

But  let  us  take  a  look  at  some  of 
those  areas  that  have  been  discussed 
here.  We  have  been  given  an  image  of 
airplanes  falling  out  of  the  sky  be- 
cause of  aging  air  traffic  controllers; 
of  police  officers  with  canes,  chasing 
criminals  down  the  streets,  and  all 
that  sort  of  thing.  The  law,  however, 
already  says  that  you  can  make  em- 
ployment decisions  on  the  basis  of  age 
if  there  is  legitimate  medical  evidence 
for  it. 

That  is  why  in  the  case  involving  the 
FAA  on  pilots,  the  court  said  that 
there  is  sufficient  evidence  indicating 
that  the  public  safety  may  be  jeopard- 
ized after  a  pilot  reaches  a  certain  age, 
so  age  is  a  bona  fide  occupational  qual- 
ification. So  there  is  authority  under 
existing  law  as  interpreted  to  say  that 
under  certain  circumstances  in  order 
to  protect  the  safety  of  the  public,  you 
can  say  that  experience  has  shown  to 
use  that  age  is  a  factor  that  can  be  a 
part  of  the  qualifications. 

D  1835 

On  the  other  hand,  the  courts  have 
said,  that  if  a  person  is  as  fit  for  a  job 
at  age  55  or  60  as  one  who  is  younger, 
you  cannot  discriminate  and  arbitrar- 
ily set  an  age  at  which  a  person  must 
retire. 

The  law  is  well  designed;  it  is  being 
well  enforced.  The  law  is  being  fairly 
interpreted  by  the  Supreme  Court  and 
other  courts.  There  is  no  need  to 
change  the  law  now. 

Now  there  have  been  a  lot  of  Federal 
exceptions.  I  think  it  is  terrible  that 
we  have  laws  on  the  books  that  indi- 
cate that  the  Federal  Government 
ought  to  be  treated  differently.  As  you 
heard  earlier  from  the  gentleman 
from  Michigan  in  discussions  with  me, 
we  will  take  that  up  next  year.  As  the 


chairman  of  the  committee  has  said, 
let  us  not  get  bogged  down  with 
amendments,  and  let  us  get  a  clean  bill 
through.  We  will  take  up  the  issue  as 
to  whether  or  not  these  exceptions 
should  be  granted  to  the  Federal  em- 
ployees next  Congress. 

Why  are  these  Federal  exceptions 
there?  The  Supreme  Court  took  a  look 
at  that.  They  are  there  because  they 
were  there  before  the  age  discrimina- 
tion law  went  into  effect.  The  court 
held  that  because  they  did  not  reflect 
a  finding  that  age  was  a  BFOQ  for  the 
excepted  jobs. 

So  let  us  be  clear  here.  We  are  going 
to  take  a  step  backward  if  we  vote  for 
the  Murphy  amendment.  We  are  going 
to  say  that  the  law  that  has  been  in 
effect  for  many  years  should  be  done 
away  with,  and  that  we  should  start 
discriminating  against  these  individ- 
uals. 

I  say  that  this  is  not  the  time  to  take 
a  step  backward.  There  is  no  reason  to 
take  a  step  backward.  We  ought  to  be 
going  forward  as  we  are  under  this 
bill,  and  we  ought  to  examine  next 
year  what  we  are  doing  in  the  Federal 
law,  and  take  out  of  the  law  those  ex- 
ceptions which  we  now  allow  which 
ought  not  to  be  in  there. 

So  I  say  vote  down  the  Murphy 
amendment  and  vote  in  favor  of  the 
biU. 

Mr.  MARTINEZ.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
New  YoT\  [Mr.  BiaggiI. 

The  CIAIRMAN.  Without  objec- 
tion, the  gentleman  from  New  York 
[Mr.  BiAGGi]  is  recognized  for  2  min- 
utes. 
There  was  no  objection. 
Mr.  BIAGGI.  Mr.  Chairman,  I  thank 
the  gentleman  for  yielding  this  time  to 
me. 

Mr.  Chairman,  I  guess  most  of  my 
colleagues  understand  that  I  spent 
almost  a  quarter  of  a  century  in  the 
New  York  City  Police  Department.  My 
interest  with  relation  to  law  enforce- 
ment is  an  unflagging  one  and  certain- 
ly deeply  committed. 

But  let  us  look  at  the  insides  of  this. 
To  begin  with,  there  is  a  deep  princi- 
ple, age  discrimination.  You  think  it 
stops  simply  because  it  comes  to  law 
enforcement? 

I  have  spoken  to  heads  of  the  vari- 
ous organizations  of  different  police 
departments.  They  would  rather  not 
deal  with  it.  Can  I  tell  you  why?  Be- 
cause there  is  division  within  the 
ranks.  Some  people  would  rather  not 
have  mandatory  retirement  and  others 
would.  The  younger  folks  would 
rather  have  mandatory  retirement  so 
they  can  enhance  their  own  promo- 
tional possibilities.  The  folks  who  have 
moved  along  in  years,  who  are  still 
quite  capable  by  the  way,  resent  the 
fact  that  they  will  be  subjected  to 
mandatory  retirement. 
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So  I  understand  there  is  not  a  blan- 
ket approval  by  law  enforcement. 
There  is  division  for  the  very  reasons  I 
have  Just  said. 

Let  us  talk  to  the  basic  purpose  of 
the  legislation.  That  is  to  extend  this 
to  70  years  of  age.  The  gentleman 
from  Florida  [Mr.  Pepper]  and  the 
chairman  here,  Mr.  Martinez,  want  a 
clean  bill,  and  so  does  Congressman 
Hawkins.  Why  do  we  want  a  clean 
bill?  They  always  want  a  clean  bill. 

Clearly  there  should  be  a  study  in 
connection  with  law  enforcement,  be- 
cause I  think  there  is  some  room  for 
adjustments  and  for  taking  a  lot  of 
factors  into  consideration. 

We  are  coming  down  to  the  end  of 
the  Congress.  The  commitment  was 
sending  a  clean  bill  to  the  Senate.  If 
we  do  that,  the  likelihood  of  them 
adopting  our  legislation  is  quite  good. 
If  we  burden  it  with  amendments,  con- 
troversy develops.  Controversy  brings 
delay.  If  there  is  controversy,  it  may 
never  come  up.  Do  we  want  the  bill  or 
do  we  not  want  the  bill? 

What  bill  are  we  talking  about?  The 
bill  in  question  with  no  amendments. 
We  do  not  want  it  festooned.  Others 
had  amendments  and  understood  the 
nature  of  this  situation,  and  they  de- 
ferrred  to  the  chairman.  There  is  a 
promise,  a  genuine  commitment  and  a 
promise,  that  there  would  be  hearings 
in  the  next  Congress.  I  have  never 
heard  a  commitment  made  by  Chair- 
man Pepper  and  by  Chairman  Haw- 
kins that  was  not  fvilfilled. 

I  regret  taking  the  position  that  I 
do.  but  I  think  that  in  a  constructive 
and  positive  way  a  study  of  this  issue 
could  be  productive  and  there  could  be 
appropriate  time  and  movement  on 
the  legislation.  But  clearly,  do  you 
want  the  bill?  Give  it  a  clean  bill.  Send 
it  to  the  other  side  and  have  the  legis- 
lation passed. 

Mr.  MURPHY.  Mr.  Chairman,  I 
yield  the  balance  of  my  time  to  the 
gentleman  from  New  Jersey  [Mr. 
Hughes]. 

Mr.  HUGHES.  Mr.  Chairman,  I 
thank  the  gentleman  for  yielding  this 
time  to  me,  and  I  have  no  intention  of 
taking  more  than  just  a  couple  of  min- 
utes. I  Just  want  to  make  a  couple  of 
points. 

First  of  all,  all  the  medical  evidence 
demonstrates  that  physical  fitness  and 
abilities  do  decline  with  age.  By  age  50, 
approximately  70  percent  of  men  have 
significant  coronary  artery  disease  in 
the  form  of  at  least  50  percent  ob- 
struction of  one  coronary  artery. 

In  Indiana  just  recently,  not  very 
long  ago,  they  took  a  look  at  police  of- 
ficers who  had  suffered  heart  attacks 
and  they  foimd  that  94  percent  of  the 
Indiana  State  police  officers  who  had 
suffered  some  coronary  Incident  had 
scored  normal  on  the  department's  ex- 
ercise test. 

The  fact  of  the  matter  Is  we  cannot 
determine   objectively   whether   any- 


body at  the  age  of  50  or  70  really  has 
in  fact  significant  coronary  disease.  It 
is  very  difficult  to  objectively  deter- 
mine. 

Now  the  problem  area  that  we  have 
to  deal  with  is  police  officers  and  fire- 
fighters and  people  like  air  traffic  con- 
trollers. 

Picture  if  you  will  a  police  car  roar- 
ing to  the  scene  of  a  crime  with  his 
partner  supporting  him  and,  unfortu- 
nately, suffers  a  heart  attack  and  is 
unable  to  provide  that  support.  He 
puts  his  partner  in  jeopardy  and  the 
citizens  he  is  there  to  protect  in  jeop- 
ardy. 

Picture  if  you  will  a  fireman  going  to 
the  scene  of  a  fire  and  carrying  the 
hose  into  the  house,  into  a  flaming  in- 
ferno, to  have  the  man  holding  the 
hose  Inside  this  building  trying  to  get 
people  suffering  a  heart  attack  and 
unable  to  get  his  partner  out  because 
he  controlled  the  hose.  He  puts  him- 
self, he  puts  his  partners,  and  he  puts 
the  people  he  is  there  to  protect  in 
danger. 

That  is  why  in  years  past  we  pru- 
dently made  an  exception  for  certain 
classes  of  individuals. 

We  are  not  saying  for  the  States  to 
do  just  that.  All  we  are  saying  by  the 
Murphy  amendment  is  permit  the 
States  the  same  rights  as  the  Federal 
Government.  Why  do  we  make  a  deci- 
sion between  the  FBI  and  the  Secret 
Service  and  the  State  police  in  New 
Jersey,  or  in  Florida,  or  in  New  York 
or  anywhere  else?  That  is  the  point. 

Mr.  RINALDO.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  HUGHES.  I  yield  to  the  gentle- 
man from  New  Jersey. 

Mr.  RINALDO.  Mr.  Chairman.  I 
want  to  thank  the  gentleman  for  his 
comments. 

It  is  very  seldom  that  we  can  get  to- 
gether in  this  legislative  body  and 
anyone  can  take  the  floor  and  make 
the  statement  that  there  is  an  amend- 
ment that  is  supported  both  by  the 
National  Chamber  of  Commerce  and 
the  U.S.  AFL-CIO.  This  amendment  is 
supported  by  both  of  those  groups. 

This  amendment  happens  to  be  sup- 
ported by  the  International  Associa- 
tion of  Chiefs  of  Police,  the  Interna- 
tional Brotherhood  of  Police  Chiefs, 
the  International  Association  of  Attor- 
neys General,  the  International  Union 
of  Police  Organizations,  the  National 
Conference  of  State  Legislators,  the 
International  Association  of  Firefight- 
ers, the  National  Sheriffs  Association, 
the  National  League  of  Cities,  the  Fra- 
ternal Order  of  Police,  the  National 
Governors  Association,  and  about  50 
other  agencies,  including  almost  every 
recognized  national  law  enforcement 
association  in  this  country. 

Mr.  Chairman,  I  thank  the  gentle- 
man very  much  for  yielding,  and  hope 
that  our  colleagues  will  support  the 
Murphy  amendment. 


Mr.  HUGHES.  Mr.  Chairman,  I  want 
to  thank  the  gentleman  from  New 
Jersey,  who  is  the  ranking  Republican 
on  the  Select  Committee  on  Aging,  on 
which  I  too  serve,  for  his  leadershp. 
Both  Mr.  RiNALDO  and  myself,  and  Mr. 
Murphy  and  others  who  support  this 
amendment  abhor  age  discrimination. 
That  is  not  the  issue. 

The  issue  is  trying  to  apply  a  little 
commonsense.  and  that  is  what  we  are 
asking  for,  and  fairness. 

Mr.  MARTINEZ.  Mr.  Chairman.  I 
yield  the  balance  of  my  time  to  the 
gentleman  from  Florida  [Mr.  Pepper]. 

The  CHAIRMAN.  Without  objec- 
tion, the  gentleman  from  Florida  [Mr. 
Pepper]  is  recognized  for  4  minutes. 

There  was  no  objection. 

Mr.  PEPPER.  Mr.  Chairman,  what 
we  are  talking  about  is  applying  the 
rule  of  sense. 

Does  my  distinguished  friend  think 
only  old  follts  have  heart  attaclcs? 
Young  men  have  heart  attacks  as  well. 
The  young  farmer  and  the  young  po- 
liceman are  incapacitated  from  one 
disability  or  another. 

D  1845 

I  say  let  us  adopt  the  standard  of 
reason.  Adopt  some  standard  that  is 
reasonable;  that  has  a  relationship  to 
qualification.  What  if  we  made  the 
standard  whether  we  lost  your  hair  or 
not?  Would  that  be  a  reasonable 
standard?  In  other  words,  when  you 
lose  your  hair,  you  must  lose  your  job. 
That  is  a  sign  you  are  getting  old,  per- 
haps, because  generally  old  folks  lose 
their  hair.  Therefore,  when  you  lose 
your  hair,  you  lose  your  Job.  What 
would  the  people  of  this  country  say 
about  that  sort  of  criteria? 

We  are  not  trying  to  deprive  the 
States  or  the  local  communities  of  the 
ability  to  make  wise  selection  of  their 
personnel.  Keep  them  as  long  as  they 
deserve  to  be  kept,  but  what  about  a 
man  72  years  old  that  is  strong,  vigor- 
ous? One  of  our  colleagues  here.  Bill 
Chappell,  got  a  black  belt  a  little 
while  ago  in  the  art  of  karate.  How 
many  young  men  would  want  to  take 
Bill  Chappell  on  with  his  skill  as  a 
karate  artist.  I  guess  he  is  in  his  sixties 
or  something  like  that. 

What  about  the  right  of  a  man  71 
years  old?  Capable,  competent,  phys- 
ically active,  mentally  alert,  good 
health,  passes  every  medical  test,  what 
is  going  to  be  your  excuse  for  getting 
rid  of  him.  Oh,  Mr.  Smith,  yes,  you 
passed  the  last  medical  test.  You  are 
strong,  all  of  your  colleagues  think  of 
you  as  being  an  able  and  strong  man; 
they  are  glad  to  be  with  you  on  a  dan- 
gerous raid  or  mission.  But  you  are  71 
years  old.  What  has  that  got  to  do 
with  it?  Am  I  not  an  American?  Do  I 
not  have  a  right  to  make  a  living  at 
my  chosen  profession?  Why  are  you 
going  to  kick  me  out  Just  because  I  am 
71  years  old  if  I  passed  all  the  tests 
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and  met  all  the  requirements  and 
qualifications? 

The  gentleman  was  right;  he  said  let 
us  supply  the  rule  of  reason.  Let  us 
make  reasonable  criteria.  The  qualifi- 
cations of  holding  a  policeman's  or  a 
fireman's  Job.  I  respect  those  officials; 
we  want  those  people  to  be  alert  and 
strong  and  capable.  But  let  us  make 
those  tests,  the  tests  that  determine 
whether  they  are  competent  or  not. 
Whether  they  are  qualified.  Just  be- 
cause they  are  60  years  old  or  59  or  48 
they  do  not  meet  the  requirement. 
You  think  the  police  would  hire  a  man 
if  he  walks  in  and  says,  "I  am  32  years 
old,  therefore  I  want  my  job."  Wait  a 
minute,  Mr.  Smith,  we  want  to  know  if 
you  can  meet  the  tests.  We  have  to 
have  competent  men  who  are  on  the 
police  and  fire  department.  You  will 
have  to  pass  a  medical  examination. 
You  will  have  to  go  through  certain 
requirements.  You  will  have  to  satisfy 
the  people  that  make  these  decisions 
that  you  are  qualified.  So  they  would 
not  let  him  in  at  a  young  age  just  be- 
cause he  is  young,  why  kick  him  out  at 
an  older  age  just  because  he  is  older  if 
he  is  still  doing  a  competent  job? 

That  is  all  I  say,  let  us  supply  the 
criteria  of  reason.  Qualifications  that 
are  reasonable,  meaningful,  that  really 
have  something  to  do  with  one's  abili- 
ty to  do  the  job. 

With  all  respect  to  my  friends,  and 
they  are  some  of  the  best  friends  I 
have  here,  I  do  hope  that  this  amend- 
ment will  not  impede,  as  my  distin- 
guished friend  here  said,  rapid  accept- 
ance, as  I  believe  it  will,  of  this  bUl 
when  it  goes  to  the  other  body  if  with- 
out amendmemt. 

Mr.  JEFFORDS.  Mr.  Chairman,  I 
urge  my  colleagues  to  follow  the 
advice  of  the  gentleman  from  Florida. 

Ms.  OAKAR.  Mr.  Chairman,  I  rise  in  opposi- 
tion to  the  amendment  offered  by  Mr.  Murphy 
to  H.R.  4154.  I  appreciate  the  gentleman's 
concern  for  the  public  safety  which  underlies 
this  amendment.  In  fact,  earlier  this  year,  I 
consigned  a  letter  with  Congressman  Murphy 
urging  the  Committee  on  Education  and  Labor 
to  consider  amending  H.R.  4154  as  it  applies 
to  State  and  local  law  enforcement  personnel 
and  firefighters. 

In  response  to  that  letter,  the  committee  re- 
sponded admirably.  The  result  was  a  provision 
which  was  authored  by  my  colleague,  Con- 
gressman Martinez,  which  was  included  in 
H.R.  4154.  This  provision  directs  the  Depart- 
ment of  Labor  and  the  Equal  Employment  Op- 
portunity Commission  to  study  and  make  rec- 
ommendations to  Congress  on  the  use  of 
periodic  fitness  testing  to  determine  the  quali- 
fications of  these  public  safety  personnel. 
Today,  the  city  of  Los  Angeles  is  one  entity 
which  employs  this  kind  of  fitness  testing  for 
their  local  polk:e  and  firefighters.  That  city  has 
found  that  such  testing  is  relatively  inexpen- 
sive, and  that  it  leads  to  improved  fitness  and 
lower  rates  of  injury  on  the  job  among  its 
publk:  safety  employees.  Under  H.R.  4154,  the 
Federal  Government  would  consider  setting 
standards  for  the  use  of  this  kind  of  fitness 


testing  in  all  State  and  local  jurisdictions. 
Thus,  we  could  ensure  a  fair  and  effective 
way  of  testing  an  individual's  qualification  to 
continue  working  in  a  public  safety  position. 

I  want  to  commend  Congressman  Marti- 
nez and  the  members  of  the  Committee  on 
Education  and  Labor  for  developing  this  provi- 
sion in  H.R.  4154.  I  believe  it  satisfies  the 
public  safety  concerns  that  have  been  raised 
as  a  result  of  Congress'  intent  to  eliminate  all 
mandatory  retirement.  Certainly,  the  Martinez 
provision  answers  the.  questions  that  were  in 
my  mind  when  I  cosigned  a  July  letter  to  the 
committee  asking  them  to  reconsider  inclusion 
of  police  and  firefighters  in  H.R.  4154's  pro- 
tections. 

We  do  not  need  to  force  all  State  and  local 
police  and  firefighters  to  retire  upon  reaching 
an  arbitrary  age  limit.  It  is  much  more  reason- 
able and  much  more  equitable  to  apply  a 
standard  of  fitness  instead  of  a  standard  of 
age.  To  do  otherwise  violates  the  civil  rights 
of  those  individuals  of  all  ages  who  are  com- 
petent to  continue  in  their  jobs. 

Mr.  Chairman,  H.R.  4154,  as  amended  by 
the  Education  and  Labor  Committee,  ade- 
quately protects  our  public  safety  concerns 
while  promoting  civil  rights.  I  respectfully  urge 
my  colleagues  to  vote  against  the  Murphy 
amendment. 

Mr.  FAUNTROY.  Mr.  Chairman,  I  urge  my 
colleagues  to  reject  the  amendment  to  H.R. 
4154  which  would  permit  State  and  local  gov- 
ernments to  set  age  requirements  for  police 
officers  and  firefighters. 

The  history  of  protecting  the  human  and 
civil  rights  at  the  State  and  local  level  in  our 
country  has  been  less  than  reassuring. 

I  would  urge  that  police  officers  and  fire- 
fighters at  the  State  and  local  level  be  afford- 
ed the  same  Federal  protection  against  age 
discrimination  in  employment  as  are  other 
workers. 

A  careful  review  of  H.R.  4154  indicates 
there  are  ample  safeguards  to  address  issues 
of  public  safety  and  fitness  of  personnel  in 
this  legislation. 

Let  us  all  take  our  place  on  the  side  of  this 
new  era  of  recognition  for  the  older  person— 
an  era  in  which  their  usefulness  and  contribu- 
tions are  made  possible  through  this  legisla- 
tion's liberating  provisions. 

I  urge  you  to  vote  against  the  Murphy 
amendment  that  would  turn  the  clock  back. 

Mr.  JEFFORDS.  Mr.  Chairman,  I 
yield  back  the  balance  of  my  time. 

Mr.  MURPHY.  Mr.  Chairman,  I 
yield  back  the  balance  of  my  time. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Pennsylvania  [Mr. 
Murphy]. 

The  question  was  taken;  and  the 
Chairman  announced  that  the  noes 
appeared  to  have  it. 

RECORDED  VOTE 

Mr.  MURPHY.  Mr.  Chairman,  I 
demand  a  recorded  vote. 

A  recorded  vote  was  ordered. 

The  vote  was  taken  by  electronic 
device,  and  there  were— ayes  291,  noes 
103,  not  voting  38,  as  follows: 


[RoU  No.  404] 

AYES-291 

Abercrombie 

Oilman 

Murtha 

Andrews 

Gingrich 

Neal 

Aimunzio 

Olickman 

Nelson 

Anthony 

Goodling 

Nichols 

Applegate 

Gordon 

Nielson 

Archer 

Gray  (ID 

Nowak 

Atkins 

Green 

Olin 

Badham 

Guarini 

Ortiz 

Barnard 

Hall  (OH) 

Owens 

Barnes 

Hall.  Ralph 

Oxley 

Barton 

Hamilton 

Packard 

Bateman 

Hammerschmldt  Panetta 

Bates 

Hansen 

Parris 

Bedell 

Hefner 

Pashayan 

Bentley 

Henry 

Pease 

Bereuter 

Hertel 

Penny 

BUirakis 

Hiler 

Pickle 

Bliley 

Hopkins 

Porter 

Boehlert 

Horlon 

Price 

Boggs 

Howard 

PurseU 

Boner  (TN) 

Hoyer 

QuiUen 

Bonker 

Hubbard 

RahaU 

Borski 

Huckaby 

Ray 

Boucher 

Hughes 

Regula 

Boulter 

Hunter 

Richardson 

Brooks 

Hutto 

Ridge 

Broomfleld 

Hyde 

Rinaldo 

Brown  (CA) 

Ireland 

Ritter 

Brown  (CO) 

Jacobs 

Roberts 

Bruce 

Jenkins 

Robinson 

Bryant 

Johnson 

Rodino 

Burton  (IN) 

Jones  (NO 

Roe 

Buslamante 

Jones  (TN) 

Roemer 

Byron 

Kanjorski 

Rogers 

Callahan 

Kasich 

Rose 

Carney 

Kastenmeier 

Rostenkowski 

Carper 

Kemp 

Roth 

Carr 

Kennelly 

Roukema 

Chandler    > 

Kleczka 

Rowland  (CT) 

Chapman 

Kolbe 

Rowland  (GA) 

Cheney 

Koltcr 

Russo 

dinger 

Kostmayer 

Sabo 

Coleman  (MO) 

LaFalce 

Raxton 

Combest 

Lagomarsino 

Schaefer 

Cooper 

LatU 

Scheuer 

Coughlin 

Leath  (TX) 

Schroeder 

Courter 

Lent 

Schuette 

Coyne 

Lex-in  (MX) 

Seiberling 

Craig 

Levine(CA) 

Shaw 

Crane 

Lewis  (CA) 

Shelby 

Daniel 

Lewis  (FL) 

Shumway 

Dannemeyer 

Ughtfoot 

Shuster 

Darden 

Lipinski 

Sikorski 

Daschle 

Livingston 

Siljander 

Davis 

Lloyd 

Sisisky 

de  la  Garza 

Loeffler 

Skeen 

Derrick 

Long 

Skelton 

DeWine 

Lott 

Slattery 

Dickinson 

Lowery  (CA) 

Slaughter 

Dingell 

Lowry  (WA) 

Smith  (NJ) 

DioGuardi 

Lujan 

Smith.  Denny 

Donnelly 

Luken 

(OR) 

Dorgan  (ND) 

Lundine 

Smith.  Robert 

Dreier 

Lungren 

(OR) 

Duncan 

Mack 

Snyder 

Dwyer 

Marlenee 

opence 

Dyson 

Martin  (NY) 

Spratt 

Early 

Matsui 

St  Germain 

Eckart(OH) 

Mavroules 

Staggers 

Edgar 

Mazzoli 

stall  ings 

Edwards  (OK) 

McCandless 

Stangeland 

Emerson 

McCloskcy 

Stark 

English 

McCoUum 

Stenholm 

&dreich 

McCurdy 

Strang 

Evans (lA) 

McDade 

Stratton 

Fawell 

McGrath 

stump 

Fazio 

McHugh 

Sundquist 

Feighan 

McKeman 

Sweeney 

Fiedler 

McKinney 

Swift 

Fields 

McMillan 

Swindall 

Fish 

Meyers 

Tauzin 

Flippo 

Miller  (CA) 

Taylor 

Florlo 

Miller  (OH) 

Thomas  (CA) 

Foley 

Mineta 

Thomas  (GA) 

•Pord(MI) 

Molinari 

Torres 

Ford  (TN) 

Mollohan 

Torricelli 

Franklin 

Monson 

Traxler 

Frost 

Montgomery 

Vander  Jagt 

Fuqua 

M<x>rhead 

Visclosky 

Gallo 

Morrison  (CT) 

Volkmer 

Gaydos 

Morrison  (WA) 

Vucanovich 

Gekas 

Mrazek 

Waldon 

Gibbons 

Murphy 

Walgren 
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Walker 

Wise 

Yatron 

Weber 

Wolf 

Young  (AK) 

Whitehurst 

Wolpe 

Young  (FL) 

WhlUey 

Wortley 

Young  (MO) 

Wlliion 

WyUe 
NOES-103 

Ackemuin 

Gejdenson 

Rangel 

Akaka 

Gonzalez 

Reid 

Alexander 

Gradlson 

Roybal 

Anderson 

Gray  (PA) 

Rudd 

Aimey 

Gre«g 

Savage 

AaDin 

Gundenon 

Schneider 

AuColn 

Hawkins 

Schumer 

BarUett 

Hayes 

Sensenbrenner 

Bellenson 

Hendon 

Smith  (PL) 

Bennett 

Hillis 

Smith  (lA) 

Berman 

Jeffords 

Smith  (NE) 

BevUl 

Jones  (OK) 

Smith.  Robert 

Biacgl 

Klldee 

(NH) 

Bonior(MI) 

Kramer 

Snowe 

Bosco 

Lantos 

Solarz 

Chappell 

Leach  (lA) 

Solomon 

Coats 

Lehman  (CA) 

Stokes 

Cobey 

Lehman  (PL) 

Studds 

Coble 

Leland 

Synar 

Coleman  (TX) 

MacKay 

TaUon 

Collins 

Madigan 

Tauke 

Conte 

Man  ton 

Towns 

Crockett 

Markey 

Traficant 

Daub 

Martin  (IL) 

Udall 

DeLay 

Martinez 

Valentine 

Dellums 

McEwen 

Vento 

Dicks 

Mica 

Waxman 

Dowdy 

Miller  (WA) 

Weaver 

Downey 

Mitchell 

Weiss 

Durbin 

Moody 

Wheat 

Dymally 

Myers 

Whitten 

Edwards  (CA) 

Natcher 

WiUiams 

Evans (IL) 

Pepper 

Wyden 

Frank 

Perkias 

Yates 

Garcia 

Petri 

NOT  VOTING- 

-38 

Boland 

FogUetU 

Moakley 

Boxer 

Fowler 

Moore 

Breaux 

Frenzel 

Oakar 

Burton  (CA) 

Gephardt 

Oberstar 

CampbeU 

Grotberg 

Obey 

Chappie 

qartnett 

Schulze 

Clay 

Hatcher 

Sharp 

Coelho 

Holt 

Watkins 

Conyers 

Kaptur 

Whittaker 

Dixon 

Kindness 

Wirth 

Doman  (CA) 

McCain 

Wright 

Eckert  (NY) 

Michel 

Zschau 

PasceU 

Mikulski 

a  1905 

Mr.  BEVILL  and  Mr.  McEWEN 
changed  their  votes  from  "aye"  to 
"no." 

Messrs.  QUILLEN.  PURSELL. 
WHITLEY,  LOEFFLER,  and  ST 
GERMAIN  changed  their  votes  from 
"no"  to  "aye." 

So  the  amendment  was  agreed  to. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

The  CHAIRMAN.  The  question  is  on 
the  committee  amendment  in  the 
nature  of  a  substitute,  as  amended. 

The  committee  amendment  in  the 
nature  of  a  substitute,  as  amended, 
was  agreed  to. 

The  CHAIRMAN.  Under  the  rule, 
the  Committee  rises. 

Accordingly  the  Committee  rose; 
and  the  Speaker  pro  tempore  [Mr. 
HoYER]  having  assimied  the  chair,  Mr. 
KosTMAYER,  Chairman  of  the  Commit- 
tee of  the  Whole  House  on  the  State 
of  the  Union,  reported  that  that  Com- 
mittee having  had  under  consideration 
the  bill  (H.R.  4154)  to  amend  the  Aged 
Discrimination  in  Employment  Act  of 
1967  to  remove  the  maximuim  age  limi- 


tation applicable  to  employees  who  are 
protected  under  such  act,  and  for 
other  purposes,  pursuant  to  House 
Resolution  554,  he  reported  the  bill 
back  to  the  House  with  an  amendment 
adopted  by  the  Committee  of  the 
Whole. 

The  SPEAKER  pro  tempore.  Under 
the  rule,  the  previous  question  is  or- 
dered. 

Is  a  separate  vote  demanded  on  the 
amendment  to  the  committee  amend- 
ment in  the  nature  of  a  substitute 
adopted  by  the  Committee  of  the 
Whole?  If  not,  the  question  is  on  com- 
mittee amendment  in  the  nature  of  a 
substitute. 

The  committee  amendment  in  the 
nature  of  a  substitute  was  agreed  to. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  engrossment  and 
third  reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read 
the  third  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  passage  of  the  bill. 

The  question  was  taken;  and  the 
Speaker  pro  tempore  announced  that 
the  ayes  appeared  to  have  it. 

RECORDED  VOTE 

Mr.  JEFFORDS.  Mr.  Speaker,  I 
demand  a  recorded  vote. 

The  vote  was  taken  by  electronic 
device,  and  there  were— ayes  394,  noes 
0,  not  voting  38,  as  follows: 
[Roll  No.  405] 
AyES-394 


Abercrombie 

Ackerman 

Akaka 

Alexander 

Anderson 

Andrews 

Annunzio 

Anthony 

Applegate 

Archer 

Armey 

Aspin 

Atkins 

AuCoin 

Badham 

Barnard 

Barnes 

Bartlett 

Barton 

Bateman 

Bates 

BedeU 

Beilenson 

Bennett 

Bentley 

Bereuter 

Berman 

Bevill 

Biaggi 

Billrakis 

BlUey 

Boehlert 

Boggs 

Boner  (TN) 

Bonior(MI) 

Bonker 

Borski 

Bosco 

Boucher 

Boulter 

Brooks 

Broomfield 

Brown  (CA) 

Brown  (CO) 

Bruce 

Bryant 


Burton  (IN) 
Bustamante 
Byron 
Callahan 
Carney 
Carper 
Can- 
Chandler 
Chapman 
Chappell 
Cheney 
Clinger 
Coats 
Cobey 
Coble 

Coleman  (MO) 
Coleman  (TX) 
Collins 
Combest 
Conte 
Cooper 
Coughlin 
Courier 
Coyne 
Craig 
Crane 
Crockett 
Daniel 
Daimemeyer 
Darden 
Daschle 
Daub 
Davis 

de  la  Garza 
DeLay 
Dellums 
Derrick 
DeWine 
Dickinson 
Dicks 
Dingell 
DioGuardi 
Donnelly 
Dorgan  (ND) 
Dowdy 
Downey 


Dreier 

Duncan 

Durbin 

Dwyer 

Dymally 

Dyson 

Early 

Eckart(OH) 

Edgar 

Edwards  (CA) 

Edwards  (OK) 

Emerson 

Erdreich 

Evans (LA) 

Evans (IL) 

Pawell 

Fazio 

Peighan 

Fiedler 

Fields 

Fish 

Flippo 

Plorio 

Foley 

Ford  (MI) 

Ford  (TN) 

Frank 

Franklin 

Frost 

Fuqua 

Gallo 

Garcia 

Gaydos 

Gejdenson 

Gelus 

Gibbons 

Oilman 

Gingrich 

Gliclunan 

Gonzalez 

G(x>dling 

Gordon 

Gradison 

Gray  (IL) 

Gray  (PA) 

Green 


Gregg 

Guarini 

Gunderson 

Hall  (OH) 

Hall,  Ralph 

Hamilton 

Hammerschmidt 

Hansen 

Hawkins 

Hayes 

Hefner 

Hendon 

Henry 

Hertel 

Hiler 

Hillis 

Hopkins 

Horton 

Howard 

Hoyer 

Hubbard 

Huckaby 

Hughes 

Hunter 

Hutto 

Hyde 

Ireland 

Jacobs 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 

Jones  (OK) 

Jones  (TN) 

Kanjorski 

Kasich 

Kastenmeier 

Kemp 

Kennelly 

Kildee 

Kleczka 

Kolbe 

Kolter 

Kostmayer 

Kramer 

LaPalce 

Lagomarsino 

Lantos 

Latta 

Leach  (lA) 

Leath  (TX) 

Lehman  (CA) 

Lehman  (FL) 

Leland 

Lent 

Levin  (MI) 

lie  vine  (CA) 

Lewis  (CA) 

Lewis  (FL) 

Lightfoot 

Lipinski 

Livingston 

Uoyd 

Loeffler 

Long 

Lott 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

Lungren 

Mack 

MacKay 

Madigan 

Man  ton 

Markey 

Marlenee 

Martin  (IL) 

Martin  (NY) 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCandless 

McCloskey 

McCollum 


McCurdy 

McDade 

McEwen 

McGrath 

McHugh 

McKeman 

McKinney 

McMillan 

Meyers 

Mica 

Miller  (CA) 

MUler(OH) 

Miller  (WA) 

MineU 

Mitchell 

Molinari 

MoUohan 

Monson 

Montgomery 

Moody 

Moorhead 

Morrison  (CT> 

Morrison  (WA) 

Mrazek 

Murphy 

Murtha 

Myers 

Natcher 

Neal 

Nelson 

Nichols 

Nielson 

Nowak 

Obey 

Olin 

Ortiz 

Owens 

Oxley 

Packard 

Panetta 

Parris 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Petri 

Pickle 

Porter 

Price 

Pursell 

Quillen 

Rahall 

Rangel 

Ray 

Regula 

Reid 

Richardson 

Ridge 

Rinaldo 

Ritter 

Roberts 

Robinson 

Rodino 

Roe 

Roemer 

Rogers 

Rose 

Rostenkowski 

Roth 

Roukema 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Rudd 

Russo 

Sabo 

Savage 

Sax ton 

Schaefer 

Scheuer 

Schneider 

Schroeder 

Schuette 

Schumer 

Seiberling 

Sensenbrenner 


Shaw 

Shelby 

Shumway 

Shuster 

Slkorskl 

Siljander 

Sisisky 

Skeen 

Skelton 

Slattery 

Slaughter 

Smith  (FL) 

Smith  (lA) 

Smith  (NE) 

Smith  (NJ) 

Smith,  Denny 

(OR) 
Smith,  Robert 

(NH) 
Smith,  Rot)ert 

(OR) 
Snowe 
Snyder 
Solarz 
Solomon 
Spence 
Spratt 
St  Germain 
Staggers 
Stallings 
Stangeland 
Stark 
Stenholm 
Stokes 
Strang 
Stratton 
Studds 
Stump 
Sundquist 
Sweeney 
Swift 
Swindall 
Synar 
Tallon 
Tauke 
Tauzin 
Taylor 
Thomas  (CA) 
Thomas  (GA) 
Torres 
Towns 
Traficant 
Traxler 
Udall 
Valentine 
Vander  Jagt 
Vento 
Visclosky 
Volkmer 
Vucanovich 
Waldon 
Walgren 
Walker 
Watkins 
Waxman 
Weaver 
Weber 
Weiss 
Wheat 
Whitley 
Whitten 
WiUiams 
Wilson 
Wirth 
Wise 
Wolf 
Wolpe 
Wortley 
Wyden 
Wylie 
Yates 
Yatron 
Young  (AK) 
Young (PL) 
Yotmg  (MO) 


NOT  VOTING-38 


Boland 

Boxer 

Breaux 

Burton  (CA) 

Campbell 

Chappie 


aay 
Coelho 
Conyers 
Dixon 

Doman  (CA) 
Eckert  (NY) 


English 

Pascell 

Foglietta 

Fowler 

Frenzel 

Gephardt 
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Grotberg 

Michel 

Sharp 

Hartnett 

Mikulski 

Torricelli 

Hatcher 

MoaUey 

Whitehurst 

Holt 

Moore 

Whittaker 

Kaptur 

Oakar 

Wright 

Kindness 

Oberstar 

Zschau 

McCain 

Schuize 

D  1920 

So  the  bill  was  passed. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


minute  rule  on  Wednesday,  September 
24,  1986. 

The  SPEAKER  pro  tempore  (Mr. 
McCloskey).  Is  there  objection  to  the 
request  of  the  gentleman  from  Califor- 
nia? 

There  was  no  objection. 


GENERAL  LEAVE 

Mr.  MARTINEZ.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  within 
which  to  revise  and  extend  their  re- 
marks on  H.R.  4154,  the  bill  just 
passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  California? 

There  was  no  objection. 


REPORT  ON  RESOLUTION  WAIV- 
ING CERTAIN  POINTS  OF 
ORDER  AGAINST  CONFERENCE 
REPORT  AND  CONSIDERATION 
OF  CONFERENCE  REPORT  ON 
S.  1965,  HIGHER  EDUCATION 
AMENDMENTS  OF  1985 

Mr.  WHEAT,  from  the  Conunittee 
on  Rules,  submitted  a  privileged 
report  (Rept.  No.  99-870)  on  the  reso- 
lution (H.  Res.  557)  waiving  certain 
points  of  order  against  the  conference 
report  on  the  Senate  biU  (S.  1965)  to 
reauthorize  and  revise  the  Higher 
Education  Act  of  1965,  and  for  other 
purposes,  and  against  the  consider- 
ation of  such  conference  report,  which 
was  referred  to  the  House  Calendar 
and  ordered  to  be  printed. 


REPORT  ON  RESOLUTION  PRO- 
VIDING FOR  CONSIDERATION 
OP  H.R.  5300,  BUDGET  RECON- 
CILIATION ACT  OF  1986 

Mr.  WHEAT,  from  the  Committee 
on  Rules,  submitted  a  privileged 
report  (Rept.  No.  99-871)  on  the  reso- 
lution (H.  Res.  558)  providing  for  the 
consideration  of  the  bill  (H.R.  5300)  to 
provide  for  reconciliation  pursuant  to 
section  2  of  the  concurrent  resolution 
on  the  budget  for  fiscal  year  1987, 
which  was  referred  to  the  House  Cal- 
endar and  ordered  to  be  printed. 


COMMUNICATION       FROM      THE 
HONORABLE  OLYMPIA         J. 

SNOWE,      MEMBER      OF      CON- 
GRESS 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  com- 
munication from  the  Honorable  Olyh- 
piA  J.  Smowe: 

House  of  REPRESEtriATivES, 
Washington,  DC,  September  23, 1986. 
Hon.  Thojias  P.  O'Neill,  Jr., 
Speaker,   House  of  Representatives,   H-204, 
U.S.  Capitol  Washington,  DC. 
Dear  Mr.  Speaker:  I  have  previously  noti- 
fied you  of  the  receipt  of  a  trial  subpoena 
by  a  member  of  my  district  office  staff 
issued  by  the  Superior  Court  of  the  State  of 
Maine. 

After  consultation  with  the  General 
Counsel  to  the  Clerk,  pursuant  to  Rule 
Li(50)  of  the  Rules  of  the  House  of  Repre- 
sentatives, I  have  determined  that  compli- 
ance with  the  subpoena  is  consistent  with 
the  privileges  and  precedents  of  the  House. 
Sincerely, 

Olympia  J.  Snowe, 
Member  of  Congress, 
Second  District,  Maine. 


PERMISSION  FOR  COMMITTEE 
ON  PUBLIC  WORKS  AND 
TRANSPORTATION  TO  SIT  ON 
TOMORROW,  SEPTEMBER  24, 
1986,  DURING  THE  5-MINUTE 
RULE 

Mr.  BOSCO.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Public  Works  and  Transporta- 
tion be  permitted  to  sit  during  the  5- 


D  1930 

COMMUNICATION  FROM  CHAIR- 
MAN OF  THE  COMMITTEE  ON 
PUBLIC  WORKS  AND  TRANS- 
PORTATION 

The  SPEAKER   pro   tempore   (Mr. 
McCloskey)  laid  before  the  House  the 
following    communication    from    the 
chairman  of  the  Committee  on  Public 
Works  and  Transportation;  which  was 
read  and,  without  objection,  referred 
to  the  Conunittee  on  Appropriations: 
Committee  on  Public  Works  and 
Transportation, 
Washington,  DC,  September  18, 1986. 
Hon.  Thomas  P.  O'Neill,  Jr., 
The    Speaker,    House    of   Representatives, 
Washington,  DC. 
Dear  Mr.  Speaker:  Pursuant  to  the  provi- 
sions of  the  Public  Buildings  Act  of  1959,  as 
amended,  the  House  Committee  on  Public 
Works  and  Transportation  approved  the  fol- 
lowing projects  on  June  25,  1986: 

REPAIR  AND  ALTERATION 

(1)  Louisville,  Kentucky,  U.S.  Post  Office, 
Courthouse  and  Customhouse. 

(2)  PCB's,  Various  Buildings. 

(3)  1986   Design   Supplemental,   Various 
Buildings. 

(4)  1987  Design,  Various  Buildings. 

CONSTRUCTION 

(1)  Miami,    Florida,    11(b) 
Courts  Related  Activities. 

(2)  Columbus,  New  Mexico,  Border 
tion. 

(3)  Charleston,    South    Carolina,    U.S. 
Courthouse  (revised). 

(4)  Oakland.  California,  Federal  Building. 


Sta- 


Border 


ACQUISITION 

(1)  Wellesley  Island,  New  York, 
Station. 

LEASES 

(1)  Defense  Mapping  Agency,  Northern 
Virginia. 

(2)  Defense    Mapping^    Agency.    Kansas 
City,  Missouri. 

(3)  Internal   Revenue  Service,   Philadel- 
phia. Pennsylvania. 

(4)  Environmental  Protection  Agency,  Las 
Vegas,  Nevada. 

(5)  Veterans  Administration,  Little  Rock, 
Arkansas. 

(6)  NASA,  New  York.  New  York. 

The  original  and  one  copy  of  the  authoriz- 
ing resolution  is  enclosed. 
Every  best  wish. 
Sincerely, 

James  J.  Howard, 

Chairman. 


TREASURY  SECRETARY 
RECOMMENDS  TAX  PROPOSAL 

(Mr.  PICKLE  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  aiid  extend  his 
remarks  and  include  extraneous 
matter.) 

Mr.  PICKLE.  Mr.  Speaker,  when  the 
House-Senate  conferees  were  finishing 
their  work  on  the  proposed  tax  reform 
measure  last  month,  I  asked  U.S. 
Treasury  Secretary  James  Baker  what 
the  proposal  would  do  for  our  national 
investment  and  growth  rates,  the  long- 
term  employment  rate,  the  deficit,  our 
saving  rates,  and  our  trade  imbalance. 

I  asked  how  this  measure  would  be 
considered  5  years  from  now.  Would  it 
be  an  economically  sound  step  for  the 
U.S.A.  to  take  now?  I  asked  him  to 
consult  with  the  top  economists  in  our 
country,  the  business  men  and  women, 
the  President's  Economic  Council. 

Secretary  Baker  has  replied  to  my 
request  and  recommends  passage  of 
the  tax  reform  bill. 

I  would  like  to  point  out  severad  of 
the  estimates  contained  in  Secretary 
Baker's  letter. 

First,  the  bill  would  increase  long- 
term  economic  performance  by  at 
least  2  to  3  percent. 

Second,  it  would  increase  real 
annual  growth  rate  by  0.2  to  0.3  per- 
centage points  per  year  over  the  next 
decade. 

Third,  it  would  increase  workers' 
real  after-tax  wages  by  more  than  5 
percent. 

Fourth,  it  would  increase  employ- 
ment in  the  long  run  by  2  to  3  percent. 

These  are  just  a  few  of  the  points 
raised  by  Secretary  Baker.  I  would  like 
to  include  the  letter  here  in  the 
Record  for  my  colleagues  to  read. 
Here  is  Secretary  Baker's  report  to 


Courts    and    ™^- 


The  Secretary  op  the  Treasttry, 
Washington,  September  18,  1986. 
Dear  Jake:  Thank  you  for  your  Septem- 
ber 10.  1986,  letter  requesting  the  economic 
impact  analysis  of  the  tax  reform  bill,  which 
we  discussed  during  the  final  Conference 
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Committee  deliberations.  Clearly,  in  addi- 
tion to  increasing  public  confidence  in  the 
fairness  and  integrity  of  our  tax  system,  a 
major  goal  of  tax  reform  is  to  improve  the 
nation's  economic  well-being. 
.Since  the  Conference  Committee  action, 
the  President's  Council  of  Economic  Advis- 
ers and  Treasury  economists  have  been 
studying  the  future  effects  of  the  Confer- 
ence Bill.  These  economists,  like  many 
prominent  outside  economists,  have  con- 
cluded that  the  Conference  Bill  will  have  a 
positive  overall  effect  on  the  nation's  econo- 
my. 

In  particular,  Administration  economists 
estimate  that  the  Conference  Bill  will  in- 
crease long-run  economic  performance  by  at 
least  2-3  percent.  This  should  increase  the 
real  annual  growth  rate  by  0.2-0.3  percent- 
age points  |>er  year  over  the  next  decade.  In- 
creased economic  performance  will  result 
from  the  tax  bill's  improvement  in  the  effi- 
ciency of  capital  stock  allocation  and  house- 
holds' consumption  decisions,  the  increase 
In  work  (although  leisure  would  be  re- 
duced), and  the  reduction  in  incentives  to 
avoid  taxes. 

Administration  economists  also  estimate 
that  the  reduction  in  marginal  tax  rates  will 
increase  workers'  real  after-tax  wages  by 
more  than  5  percent  and  stimulate  a  2-3 
percent  increase  in  long-run  employment. 
This  is  equivalent  to  adding  at  least  2  mil- 
lion and  perhaps  more  than  3  million  new 
jobs  to  the  U.S.  economy.  In  the  short  term, 
there  may  be  a  slight  rise  in  the  official  un- 
employment statistics  as  the  additional 
workers  entering  the  labor  force  look  for 
and  accept  new  jobs.  But  this  statistical 
phenomenon  should  be  understood  as  a 
mark  of  transition  toward  higher  total  em- 
ployment. 

In  addition.  Administration  economists 
predict  that  the  tax  bill  will  improve  the 
productivity  of  new  investment.  The  bill  will 
reduce  the  current  variation  in  tax  treat- 
ment of  different  assets,  and  will  curtail  the 
current  law  incentives  to  channel  invest- 
ment into  less  productive  tax  shelters. 
Lower  marginal  tax  rates  and  reduced  incen- 
tives to  borrow  will  also  lower  nominal  in- 
terest rates,  which  will  help  stimulate  busi- 
ness investment. 

There  may  be  a  slightly  unfavorable 
effect  on  economic  performance  in  the 
short  term  as  a  result  of  the  uncertainty 
produced  during  passage  of  the  tax  bill,  the 
staged  reduction  in  marginal  tax  rates,  and 
the  adjustment  process  to  a  world  where  in- 
vestors look  to  the  economic,  rather  than 
tax,  consequences  of  any  investment.  The 
staged  reduction  in  marginal  tax  rates  will 
delay  part  of  the  incentive  to  increase  work 
until  1988.  On  the  other  hand,  continuation 
of  current  law  depreciation  rules  through 
the  end  of  this  year  and  higher  marginal 
rates  in  1987  than  in  1988  provide  incentives 
to  invest  in  assets  which  can  be  written  off 
rapidly.  Quick  passage  of  the  tax  bill  will 
remove  any  remaining  uncertainty.  Admin- 
istration economists  believe  that  any  net 
8hort-nm  negative  effects  of  tax  reform  will 
be  small,  and  could  be  absorbed  by  the  econ- 
omy without  serious  risk. 

I  should  note,  in  addition,  that  the  Con- 
ference Bill  should  help  to  reduce  the  Fed- 
eral budget  deficit.  While  the  tax  bill  reve- 
nue estimates  show  the  tax  biU  to  be  reve- 
nue neutral  over  the  1986-91  period,  those 
estimates  do  not  include  the  anticipated  ef- 
fects of  increased  tax  collections  and  small- 
er transfer  payments  resulting  from  higher 
CNP  and  Increased  labor  supply,  or  lower 
Federal  borrowing  costs  due  to  lower  nomi- 


nal interest  rates.  Moreover,  a  number  of 
economists  expect  the  lower  marginal  tax 
rates  to  increase  compliance  with  the  tax 
laws  and  bring  in  additional  revenue  from 
the  underground  economy. 

These  across-the-board  positive  economic 
effects  would  themselves  be  sufficient  to 
justify  the  passage  of  the  tax  bill.  It  must 
also  be  remembered,  however,  that  these 
positive  effects  result  from  a  bill  that  re- 
moves 6  million  of  the  Nation's  poor  from 
the  income  tax  rolls,  and  ensures  that  all 
taxpayers  and  corporations  pay  their  fair 
share  of  the  cost  of  government. 

As  you  know  well,  economic  forecasting  is 
fraught  with  uncertainty,  and  economists 
often  disagree.  But  it  is  reassuring  that  the 
Administration  views  are  consistent  with 
the  views  of  many  of  the  prominent  econo- 
mists who  testified  recently  before  the  Joint 
Economic  Committee.  These  economists 
shared  the  view  that  the  bill  will  spur  im- 
portant long-term  improvements  in  the 
economy.  Although  they  expressed  varying 
degrees  of  concern  about  the  short-term 
impact  of  the  bill,  they  generally  agreed  the 
long-term  benefits  outweigh  any  short-term 
costs. 

I  appreciate  the  long  hours  of  serious 
work  you  and  your  colleagues  have  invested 
in  the  consideration  of  tax  reform  and  the 
development  of  the  Conference  report.  Now, 
as  we  approach  the  historic  moment  when 
the  Congress  can  enact  a  tax  reform  bill 
that  clearly  increases  fairness,  I  hope  you 
will  also  agree  that  the  bill  promises  satis- 
factorily to  meet  the  other  important  objec- 
tive we  share:  increasing  the  long-term 
health  of  the  U.S.  economy. 

With  best  regards. 
Sincerely, 

James  A.  Baker  III. 

In  his  strong  recommendation  of 
this  bill,  I  think  it  well  to  recap  some 
of  the  estimates  and  beliefs  Secretary 
Baker  sees  in  the  passage  of  the  bill. 
In  his  opinion,  the  results  would  be: 

First,  increase  long-term  economic 
performance  by  at  least  2  to  3  percent. 

Second,  increase  real  annual  growth 
rate  by  0.2  to  0.3  percentage  points  per 
year  over  the  next  decade. 

Third,  increase  workers'  real  after- 
tax wages  by  more  than  5  percent. 

Fourth,  increase  long-run  employ- 
ment by  2  to  3  percent.  This  would  be 
the  equivalent  to  adding  2  to  3  million 
new  jobs  to  the  U.S.  economy. 

Fifth,  a  possible  slight  rise  in  unem- 
ployment in  the  short  term,  viewed  as 
a  transition  toward  higher  total  em- 
ployment. 

Sixth,  lower  nominal  interest  rates, 
resulting  from  lower  marginal  tax 
rates  and  reduced  incentives  to 
borrow,  which  will  help  stimulate  busi- 
ness investment. 

Seventh,  the  bill  should  reduce  the 
Federal  budget  deficit  through  in- 
creased tax  collections,  smaller  trans- 
fer payments  resulting  from  higher 
GNP  and  increased  labor  supply,  lower 
Federal  borrowing  costs  and  increased 
compliance  with  tax  laws. 

Eighth,  ensures  that  all  taxpayers 
and  corporations  pay  their  fair  share 
of  the  cost  of  Government. 

Mr.  Speaker,  this  is  an  important 
analysis  from  our  able  Secretary  of 
the  Treasury.  No  one  can  be  sure  what 


effect  this  tax  reform  bill  will  have  on 
our  economy— now  or  5  years  down 
the  road.  No  one  can  give  you  an  abso- 
lute guarantee.  My  major  concern  has 
been,  in  addition  to  the  fairness  issue, 
that  it  will  be  sound  economic  policy 
in  the  long  run.  I  am  glad  to  share 
with  my  colleagues  Secretary  Baker's 
beliefs  that  this  is  a  soimd  bill  for  our 
coimtry. 


COMMENTS  OF  THE  HONORABLE 
JOHN  D.  DINGELL  ON  THE  SU- 
PERFUND  CONFERENCE 

(Mr.  DINGELL  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks  and  include  extraneous 
matter.) 

Mr.  DINGELL.  Mr.  Speaker,  on  July 
31.  the  Superfund  conferees  completed 
their  work  on  the  policy  portions  of 
the  Superfund  conference  report.  I  be- 
lieve the  conferees  achieved  a  remark- 
able compromise.  The  bill  will  result 
in  a  strong  Superfund  Program  which 
will  protect  Americans  from  the  hor- 
rors of  toxic  chemicals,  but  it  will  be  a 
program  which  can  be  administered 
and  enforced. 

Once  the  tax  portions  of  the  Super- 
fund  Program  have  been  completed, 
the  conference  report  can  be  brought 
back  to  this  Chamber  for  consider- 
ation. It  has  been  imderstood  that 
once  program  changes  were  set  so  that 
costs  could  be  judged,  the  tax  confer- 
ees would  complete  their  work. 

The  tax  committees  have  been  under 
extreme  pressure  to  complete  the  com- 
prehensive tax  reform  bill.  Now,  I 
would  urge  my  conference  colleagues 
on  Ways  and  Means  Committee  and 
their  counterparts  on  the  Sefnate  Fi- 
nance Committee  to  do  everything 
they  possibly  can  to  complete  the  tax 
portion  of  the  Superfund  bill  in  the 
very  near  future. 

My  concern,  quite  frankly,  arises 
from  the  fact  that  the  administration 
has  already  threatened  a  veto  of  the 
Superfund  bill.  If  that  were  to  occur,  I 
am  confident  that  the  House  would 
override  such  a  veto.  Superfund  is  too 
important  to  the  American  people. 
"But  if  the  Congress  does  not  pass 
the  conference  report  on  Superfund  in 
the  very  near  future,  there  is  a  very 
real  possibility  that  the  President 
could  pocket-veto  the  bill  and  deprive 
the  Congress  of  an  opportunity  to 
override. 

A  strengthened  Superfund  Program 
is  too  important  to  fall  victim  to  a 
strategy  of  delay  that  could  culminate 
in  a  pocket  veto. 

I  urge  my  colleagues  on  the  tax  com- 
mittees to  complete  their  work  on  a 
Superfund  tax  so  that  the  conference 
report  can  be  approved  and  we  can 
assure  that  Congress  has  the  last  word 
on  whether  a  strong  Superfund  bill  be- 
comes law. 
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Mr.  Speaker,  the  Administrator  of 
the  Environmental  Protection  Agency 
has  underscored  the  seriousness  of  the 
lack  of  Superfund  moneys  in  a  letter 
dated  September  22,  1986. 1  would  like 
to  submit  that  letter  for  the  Record. 

Environmental  I^otection  Agency, 
Washington,  DC,  September  22,  1986. 
Hon.  John  D.  Dingell, 
Chairman,  Committee  on  Energy  and  Com- 
merce,   U.S.   House  of  Representatives, 
Washington,  DC. 

Dear  Mr.  Chairman:  As  you  know,  Con- 
gress has  grappled  with  reauthorization  of 
the  Superfund  law  for  two  years.  We  have 
worked  together  for  many  months  complet- 
ing the  substantive  revisions  to  the  statute. 

Despite  this  accomplishment,  we  now  face 
a  situation  which  threatens  the  very  exist- 
ence of  the  Superfund  program.  Time  is  the 
single  most  critical  factor  working  against  a 
full,  five-year  reauthorization. 

Only  a  few  weeks  remain  before  the  99th 
Congress  adjourns.  Should  adjournment 
occur  before  reauthorization  is  accom- 
plished, there  will  be  no  Superfund  program 
when  Congress  returns  next  January. 

In  August  1985,  I  notified  you  that  I 
would  slow  down  Superfund  operations 
while  Congress  completed  final  debate  on 
reauthorization.  No  one  imagined  at  that 
time  that  we  would  find  ourselves  13 
months  later,  still  with  no  reauthorization 
and  virtually  no  resources.  Twice,  Congress 


has  provided  interim  funding,  but  these  re- 
sources have  been  exhausted. 

Superfund  lost  its  momentum  over  a  year 
ago.  Virtually  no  new  work  has  been  started 
for  months.  Our  emergency  response  pro- 
gram has  operated  at  a  drastically  reduced 
level.  We  have  stretched  our  limited  re- 
sources as  far  as  we  could.  Now,  we  have 
reached  the  end. 

I  am  writing  to  stress  to  you  just  how  crit- 
ical the  situation  is.  On  October  1,  in  the  ab- 
sence of  reauthorization,  I  will  send  30-day 
termination  notices  to  our  Superfund  con- 
tractors. These  notices  will  result  in  the 
complete  or  partial  termination  of  12  con- 
tracts as  of  October  31,  1986.  Once  the  no- 
tices have  been  sent,  the  government  be- 
comes liable  for  significant  termination 
costs,  even  if  more  funds  becomes  available 
before  October  31. 

I  am  providing  a  list  of  contracts  which 
will  receive  termination  notices  October  1 
(Attachment  A),  along  with  a  list  of  projects 
where  on-going  work  will  cease  by  the  end 
of  October  (Attachment  B). 

Should  Congress  adjourn  before  complet- 
ing reauthorization.  I  will  also  be  forced  to 
notify  our  employees  and  their  unions  that 
furloughs  will  begin  to  take  place  in  late  De- 
cember. As  part  of  this  process,  I  will  freeze 
all  hiring  and  internal  personnel  actions 
agencywide,  and  terminate  tempiorary  em- 
ployees. 

The  impact  of  a  furlough  would  be  felt 
agencywide.  All  Superfund  employees  would 


be  directly  affected.  But  civil  service  proce- 
dures enable  employees  with  seniority  and 
high  performance  ratings  to  take  positions 
of  other  employees  in  the  event  of  a  reduc- 
tion in  force.  We  project  half  of  EPA's  em- 
ployees would  be  impacted  as  furloughed 
Superfund  employees  exercise  retention 
rights. 

The  situation  is  extremely  serious.  The 
consequences  of  a  failure  to  complete  reau- 
thorization of  Superfund  in  this  session 
would  be  immediate  and  extensive.  By  Janu- 
ary, all  emergency  response  and  long-term 
cleanup  work  at  sites  would  have  stopped. 
Many  engineering  studies  underway  or  com- 
pleted at  National  Priorities  List  sites  would 
be  outdated.  All  enforcement  cases  against 
polluters  would  be  halted.  Superfund  em- 
ployees would  have  been  furloughed.  and 
the  impact  of  that  process  would  disrupt 
the  work  of  this  agency  and  others  far 
beyond  that  program. 

Clearly,  action  on  Superfund  cannot  wait. 
While  it  will  only  take  a  few  months  to  to- 
tally dismantle  this  program,  it  will  take 
years  and  many  millions  of  dollars  to  re- 
build it. 

Thank  you  for  your  continued  leadership 
in  this  matter.  Pledge  let  me  know  if  I  can 
be  of  assistance  in  any  way. 
Sincerely, 

Lee  M.  Thomas. 
Administrator. 
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AHACHMENT  A.-CONTRACTS  TO  BE  TERMINATED  ON  SEPTEMBER  30, 1986  DUE  TO  CERCIA  REAUTHORIZATION  DEl^YS 


Contract  No. 


Contract  title 


Pnme  contractor 


SubcodlractofS 


Complelt  (C) 

or  partial  (P) ' 

tetmiution 


68-01-6939   KMII.. 


.  Camp  Dresser  &  McKee  (CDM) 


68-01-7090   SupertuTK)  Policir  Support.. 


,  LHiM  Ml.. 


.  Woodwari)  Cly*.. 

0 

Clenieril  Assoc 

Rwf  Weston 

C.C  Wirson _. 

.  Venn - 

O 


68-01-7250    KM  III.. 


.  EPasco  Services.  Inc ... 


68-01-7251    KHiV... 


.  CHtM  tnl... 


68-01-7054  National  Priorities  List  Propam 

68-01-7253  Contract  Lab  Program  Management  

68-01-7159  QA/QC  Support  lor  Contract  Ub  Program... 

68-03-3161  Aenal  Imagery  Interpretation  S  Analysis 

68-03-3255  Emergency  Environmental  Response  Unit 


.  The  MITRE  Corp 

.  Viar 

.  University  of  Las  Vegas 

.  Sionetics 

.  Enviresponse.  Inc 


Envir  tw  Instrtute 

Engineering  t  Economics  Research,  he 

,  EC  lordan  — 

Environmental  Science  S  Engmeertig — 

0    .  - 

NUS  Corp 

AEPCO 

C.C  Jolinson 

Tectinos.  Inc  

Weston  Geopnysical  Coip — 

Environmental  Testing  &  CertifKltni  Coff... 

Aquatec  Inc  - 

Ecology  &  Environment 

Planning  Researcli  Corp 

Black  S  Veatdi . 

ICf , 

.  N/A 

.  K/A 

m 


.  N/A 

NUS  Corp 


68-03-3249   Collection  and  Analysis  of  Emnronmental  Samples 

68-03-3245    Remote  Sensing 

68-03-3206    Hazardous  Sample  Repository 


Pnnceton  Aqua  Science... 

Locklieed  Engineering  and  Management  Services  Co.  (LEHSCO) N/A _ 

LEMSCO N/* 

Northrop "/A 


Itote  clJwsTthe  Contract  Laboratory  Program  laPl  would  not  be  terminated  as  *e  have  met  our  minimum  obligations  under  these  contracts  Hoi«ve..  adddional  mi  up  lo  the  contracts'  maimiums  «uld  not  be  ordered  Tho  wuM 
significantty  and  adversely  affect  the  127  of  our  laboratory  contracts 


Attachment  B.— Remedial  Projects  Where 
Work  Wiix  Stop  on  October  31, 1986 

Region  I:  Coakley  LandfiU,  CT;  Yaworski 
Lagoon,  CT;  Saco  Tannery,  ME;  Cannons/ 
Bridgewater,  MA;  Charles  George,  MA; 
Dover  Municipal,  MA;  Iron  Horse  Park,  MA; 
New  Bedford,  MA;  Resolve,  MA;  Sullivan's 
Ledge,  MA;  Auburn  Road,  NH;  Somersworth 
Landfill,  NH;  Davis  Liquid,  RI;  and  Stamina 
Mills,  RI. 

Region  II:  Bog  Creek,  NJ;  Chemical  Con- 
trol, NJ;  Chemical  Insecticide,  NJ;  Cinna- 


minson,  NJ:  Combe  Pill  North,  NJ;  DeRewal 
Township,  NJ:  Ewan  Property,  NJ;  Glen 
Ridge,  NJ;  Lipari  Landfill,  NJ;  Montclair, 
NJ;  Myers  Property,  NJ;  Reich  Farm,  NJ: 
Roebling  Steel,  NJ:  Syncon  Resins,  NJ;  U.S. 
Radium,  NJ;  Vineland,  NJ;  Waldick,  NJ;  Ka- 
tonah  WeU,  NY;  Marathon,  NY;  Robintech 
National  Pipe,  NY;  Samey  Farm,  NY;  and 
Vega  Alta,  PR. 

Region  III:  Kane  and  Lombard,  MD; 
Southern  Maryland  Wood,  MD:  Amchem/ 
Ambler,  PA;  Bruin  Lagoon,  PA;  L.A.  Clarke, 


VA;  Leetown,  WV;  and  Ordnance  Works, 
WV. 

Region  IV:  American  Creosote.  FL;  and 
Tower  Chemical,  FL. 

Region  V:  Byron  Salvage  Yard,  IL;  Cross 
Brothers.  IL;  LaSalle  Electric,  IL;  Peterson 
Sand  and  Gravel,  IL;  Envirochem  Corp.,  IN: 
Main  Street  Wellfield,  IN:  Marion  Bragg 
Dump,  IN;  Ninth  Avenue,  IN:  Northside 
Landfill,  IN;  Forest  Waste.  MI;  G&H  Land- 
fill, MI;  Mason  County  Landfill,  MI;  West 
K&L      Avenue,      MI;      Arrowhead.      MN: 
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Kuminer  Landfill.  MN;  New  Brighton.  MN; 
Oak  Grove.  MN;  South  Andover.  MN;  Co- 
shocton. OH;  Pultz,  OH;  Industrial  Excess. 
OH;  Laskin  Poplar.  OH;  Miami  County.  OH; 
Powell  Road.  OH;  Pristine.  OH;  Republic 
Steel.  OH;  Siiinner.  OH;  Eau  Claire.  WI;  and 
Mid-SUte.  WI. 

Region  VI:  Bayou  Bonfouca,  LA;  Cleve 
Reber.  LA;  South  Valley.  NM;  United  Nucle- 
ar. NM;  and  French  Limited.  TX. 

Region  VII:  Cherokee  County.  KS;  Times 
Beach.  MO;  and  Hastings  Groundwater.  NE. 

Region  VIII:  California  Gulch.  CO;  Cen- 
tral City.  CO;  Denver  Radium.  CO;  Lowry 
Landfill,  CO;  Rocky  Mountain  Arsenal,  CO; 
Sand  Creek.  CO;  Anaconda  Smelter.  MT; 
East  Helena  Site,  MT:  SUver  Bow.  MT;  and 
Sharon  Steel.  UT. 

Region  IX:  Atlas  Asbestos.  CA;  Coalinga 
Asbestos,  CA;  Iron  Mountain.  CA;  Montrose. 
CA;  Operating  Industries.  CA;  Purity.  CA; 
Selma.  CA:  South  Bay.  CA;  and  Stringfel- 
low.  CA. 

Region  X:  Bunker  Hill.  ID;  Northwest 
Transformer.  WA;  and  Queen  City  Farms. 
WA. 


September  23,  1986 


THE  ARMS  AND  RACE 
AMERICAN  ECONOMIC  DECLINE 

(Mr.  SEIBERLING  asked  and  was 
given  permission  to  address  the  House 
for  I  minute  and  to  revise  and  extend 
his  remarks  and  include  extraneous 
matter.) 

Mr.  SEIBERLING.  Mr.  Speaker,  for 
at  least  a  decade,  growing  numbers  of 
economists  have  been  warning  us  that 
the  two  superpowers  were  risking  a 
catastrophic  economic  decline  if  the 
costly  upward  spiral  of  the  arms  race 
is  not  arrested  and  reversed.  The  valid- 
ity of  these  warnings  becomes  ever 
more  apparent  with  each  passing 
month. 

As  the  United  States  nears  the  end 
of  the  seventh  year  of  the  greatest 
peacetime  arms  buildup  in  the  Na- 
tion's history,  we  find  a  Federal  trade 
deficit  that  has  doubled  in  5  years  to 
over  $2  trillion  and  that  continues  to 
expand  at  a  staggering  rate,  despite  in- 
creasingly desperate  efforts  to  slow  it 
down.  We  find  an  international  trade 
deficit  leaping  upward  month  after 
month,  with  each  month  and  each 
year  setting  a  new  record,  despite  a 
major  devaluation  of  the  dollar 
against  Japanese  and  European  cur- 
rencies. The  United  States  this  year 
has  become  a  net-debtor  Nation  for 
the  first  time  in  over  80  years,  and  cur- 
rently owes  the  rest  of  the  world  over 
$400  billion.  Our  economic  growth  is 
virtually  at  a  standstill.  Basic  indus- 
tries, like  steel,  are  on  the  verge  of  fi- 
nancial collapse.  Millions  of  high- 
paying  factory  jobs  have  been  lost  to 
foreign  competition.  Agriculture  is  in  a 
deepening  depression,  despite  subsi- 
dies in  the  tens  of  billions  of  dollars 
per  year. 

By  contrast,  Japan,  with  a  relatively 
small  military  budget— 1  percent  of 
GNP— is  emerging  as  the  world's  lead- 
ing creditor  nation,  with  a  continuing 
high  rate  of  economic  growth  in  indus- 
trial   productivity.    Other    coimtries. 


like  West  Germany,  are  making  simi- 
lar strides  in  economic  growth. 

In  a  recent  article  discussing  this  sit- 
uation, the  distinguished  economic 
writer  Hobart  Rowen  cites  recent  stud- 
ies indicating  that  the  root  cause  of 
our  economic  distress  is  that,  in  his 
words,  "We  have  borrowed  to  the  hilt 
to  finance  a  bloated  military  budget." 
The  studies  point  out  that  Japan,  by 
contrast,  has  learned  that  economic 
power  is  a  greater  force  than  military 
power.  Mr.  Rowen  concludes  as  fol- 
lows: 

One  should  not  conclude  from  this  sad 
tale  that  the  Japan-bashing  protectionists 
are  right.  The  solution  to  the  decline  of 
American  global  economic  power  is  more 
basic:  We  must  cut  back  the  huge  budget 
deficit  and  stop  pouring  the  nation's  wealth 
down  a  military  drain.  We  must  find  ways  of 
achieving  arms  control  and  detente  with  the 
Soviet  Union,  and  thus  regain  the  means  to 
finance  a  revitalization  of  our  own  economy 
and  that  of  the  Third  World. 

As  negotiations  with  the  Soviets 
over  arms  control  and  reduction  reach 
a  critical  stage  and  as  provocations 
and  confrontations  mount  on  both 
sides,  we  would  do  well  to  keep  our 
focus  on  anns  control  as  the  best  hope 
of  ending  economic  decline  of  both  na- 
tions. 

Tomorrow,  I  will  offer  comments  on 
the  economic  decline  of  the  Soviet 
Union,  which  in  great  measure  is  also 
attributable  to  its  excessive  concentra- 
tion on  military  strength. 

The  full  text  of  the  Hobart  Rowen 
article  as  printed  in  the  Akron  Beacon 
Journal  of  August  25,  1986,  follows 
these  remarks: 

Things  To  Do:  Cut  Deficit.  Control  Arms, 

Seek  D6tente 

(By  Hobart  Rowen) 

Washington.— Few  things  so  frustrate 
American  politicians  as  Japan's  rising  eco- 
nomic power,  especially  as  it  contrasts  with 
declining  American  influence.  As  the  United 
States  slips  into  unenviable  debtor-nation 
status  (we  may  owe  the  rest  of  the  world 
$500  billion  by  the  early  1990s).  Japan 
emerges  as  the  world's  leading  creditor 
nation,  with  prospective  balances  of  a  simi- 
lar magnitude.  They  have  the  plus;  we  have 
the  minus. 

How  did  this  dramatic  change  take  place? 
In  a  compelling  new  essay  published  by  the 
World  Policy  Institute,  a  New  York  think 
tank.  Sherle  R.  Schwenninger  and  Jerry  W. 
Sanders  suggest  that  Japan's  rise  to  the  top 
illustrates  "the  central  emerging  reality  of 
our  time— namely,  that  geoeconomics  is  re- 
placing geopolitics. " 

Japan  has  shown  that  a  dedicated  nation 
with  a  strong  work  ethic  can  gain  power  and 
status  in  the  world  without  following  the 
military  route— the  one  they  say  has  been 
chosen  by  the  United  States.  Japan  instead 
has  placed  Its  bet  on  industrial  and  techno- 
logical development  and  trade.  So  far.  it's 
paid  off. 

The  authors  charge  that  both  the  Reagan 
and  Carter  administrations  devoted  too 
great  a  proportion  of  U.S.  financial  and 
human  resources  to  military  competition 
with  the  Soviet  Union.  As  a  result,  they 
"have  eroded  America's  national  economic 
strength,  and  thus  its  foreign-policy  posi- 


tion. By  most  critical  measures— competi- 
tiveness, productivity  growth,  capital  invest- 
ment, indebtedness— the  U.S.  economic  posi- 
tion has  deteriorated  vis-a-vis  that  of  many 
other  industrialized  countries,  particularly 
Japan  and  West  Germany." 

This  is  a  powerful  indictment,  even  if  the 
authors  seem  too  easily  taken  in  by  Mikhail 
Gorbachev's  slick  diplomatic  and  political 
initiatives  over  the  past  year.  There  can  be 
no  contesting  the  fact  that  Reagan,  influ- 
enced by  the  passionate  anti-Soviet  commit- 
ment of  Defense  Secretary  Caspar  Wein- 
berger, has  allowed  an  unrestrained  military 
buildup  that  the  nation  hasn't  been  willing 
to  pay  for. 

It's  no  exaggeration  to  say  that  we  have 
borrowed  to  the  hilt  to  finance  a  bloated 
military  budget,  and  that  this  overcommit- 
ment is  a  root  cause  of  our  current  economic 
distress. 

Ironically,  as  Johns  Hopkins  professor 
David  P.  Calleo  observes,  David  Stockman's 
tell-all  book  reveals  that  these  puffed-up 
military  spending  figures  were  arrived  at  by 
mistake.  But  since  no  one  wanted  to  confess 
that  at  the  time,  those  spending  targets 
were  defended,  approved  and  funded  by 
Congress.  That's  sad  and  almost  unbeliev- 
able, but  true. 

When  Reagan  took  office  in  1981,  he 
promised  to  end  the  Carter  malaise:  He 
would  balance  the  budget  by  1984,  reduce 
inflation,  lower  unemployment  and  promote 
economic  growth.  What  the  nation  got.  in- 
stead, is  a  debt-ridden  domestic  and  world 
economy,  ready  to  slip  into  a  new  recession. 
Yes.  inflation  has  been  reduced,  but  that  is 
the  result  of  the  Federal  Reserve's  credit 
crunch  that  started  in  1979,  accompanied  by 
collaspe  of  OPEC  oil  prices. 

To  pay  for  Weinberger's  extravagances, 
the  Reagan  administration  has  not  raised 
taxes  but  instead  allowed  the  budget  deficit 
to  expand.  Created  in  its  wake  are  high  in- 
terest rates  and  an  overvalued  dollar  that  in 
turn  led  to  today's  record  trade  deficits. 

In  a  real  sense,  the  budget  deficit  is  being 
financed  by  the  savings  of  people  living 
abroad.  Between  1982  and  1986,  we  bor- 
rowed more  than  $400  billion  overseas,  and 
that's  the  reason  why  we  have  become  the 
world's  largest  debtor. 

The  most  devastating  result  of  all  of  this, 
Schwenninger  and  Sanders  contend,  is  that 
countries  that  once  turned  to  the  United 
States  will  look  more  and  more  to  Japan  as 
the  leading  financial  power.  It  can  be  as- 
sumed that  if  Japan,  rather  than  the  United 
States,  is  in  a  position  to  provide  the  capital 
to  the  rest  of  the  world,  it  will  also  provide 
the  technology,  the  capital  goods  and  the 
managerial  know-how.  Financial  power  in 
this  circumstance  equates  to  economic 
power  and  both  enhance  a  country's  stand- 
ing in  the  world. 

One  should  not  conclude  from  this  sad 
tale  that  the  Japan-basing  protectionists  are 
right.  The  solution  to  the  decline  of  Ameri- 
can global  economic  power  is  more  basic:  We 
must  cut  back  the  huge  budget  deficit  and 
stop  pouring  the  nation's  wealth  down  a 
military  drain.  We  must  find  ways  of  achiev- 
ing arms  control  and  detente  with  the 
Soviet  Union,  and  thus  regain  the  means  to 
finance  a  revitalization  of  our  own  economy 
and  that  of  the  Third  World. 

To  be  sure,  this  won't  derail  the  strong 
march  of  Japan  toward  world  economic 
dominance.  But  it  could  slow  down,  and  pos- 
sibly reverse,  our  present  sickening  plunge. 
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A  TRIBUTE  TO  CHARLES  A. 
SEWELL 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  New  York  [Mr.  Carney] 
Is  recognized  for  5  minutes. 

Mr.  CARNEY.  Mr.  Speaker,  I  would  like  to 
take  this  time  to  pay  tribute  to  Charles  A. 
Sewell,  the  chief  test  pilot  for  Grumman  Corp. 
and  distinguished  retired  Marine  aviator  who 
recently  lost  his  life  in  a  plane  crash  in  Con- 
necticut. 

Chuck  Sewell  had  logged  over  10,000  hours 
in  more  than  140  types  of  aircraft.  After  retir- 
ing from  the  Marine  Corps  he  joined  Grumman 
as  an  experimental  test  pilot  in  1969.  He  was 
made  chief  test  pilot  in  1971  and  named 
deputy  director  of  flight  test  in  1974. 

Mr.  Sewell  spent  20  years  as  a  Marine 
Corps  fighter  pilot,  retiring  as  a  lieutenant 
colonel.  He  flew  110  combat  missions  over 
Korea  and  another  220  over  North  and  South 
Vietnam  and  Laos.  His  decorations  include 
the  Legion  of  Merit,  2  Distinguished  Flying 
Crosses,  15  Air  Medals,  and  2  Purple  Hearts. 
He  graduated  from  the  U.S.  Navy  Test  Pilot 
School,  Patauxent  River,  MD. 

His  civilian  awards  include  the  1973  and 
1984  Kincheloe  Award  as  Test  Pilot  of  the 
Year  from  the  Society  of  Experimental  Test 
Pilots.  He  also  won  the  1974  Octave  Chanute 
Award  from  the  American  Institute  of  Aeronau- 
tics and  Astronautics  and  in  1983  was  award- 
ed the  Lawrence  B.  Sperry  Award  from  the  Air 
Force  Association.  Chuck  Sewell's  most 
recent  achievement  was  piloting  the  maiden 
flights  of  Gnjmman's  fonward-swept  wing  ex- 
perimental plane  known  as  the  X-29.  Chuck 
Sewell  was  a  man  who  loved  his  jot3 — that  of 
testing  and  flying  airplanes.  He  felt  he  was  the 
luckiest  man  in  the  worid  because  people  ac- 
tually paid  him  to  fly.  He  often  said,  "I'd  rather 
fly  than  sit  behind  the  desk"  and  "I  can't  think 
of  anything  I'd  rather  do  than  fly." 

Chuck  Sewell  was  a  gifted  aviator  with  ex- 
tremely high  self-imposed  standards  of  per- 
formance and  a  very  interesting  human  being 
in  other  respects.  His  untimely  death  brings  a 
tremendous  loss  of  engineering  skills  and 
aeronautical  engineering  management  capa- 
bility. In  short,  he  was  an  outstanding  citizen, 
great  patriot,  good  family  man,  and  aviator  par 
excellence.  This  tribute  to  his  memory  is  small 
recompense  for  Chuck  Sewell's  service  to  this 
country. 

LEAVE  OF  ABSENCE 
By  unanimous  consent,  leave  of  ab- 
sence was  granted  to: 

Mr.  Wright  (at  the  request  of  Mr. 
BOLANO),  for  today,  on  accoimt  of  a 
death  in  the  family. 


(The  following  Members  (at  the  re- 
quest of  Mr.  Bosco)  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material:) 

Mr.  HuTTO,  for  5  minutes,  today. 

Mrs.  Collins,  for  5  minutes,  today. 

Mr.  Annunzio,  for  5  minutes,  today. 

Mrs.  Collins,  for  60  minutes,  on 
September  24. 

Mr.  Bennett,  for  60  minutes,  on  Oc- 
tober 1. 

Mr.  Bennett,  for  60  minutes,  on  Oc- 
tober 2. 


SPECIAL  ORDERS  GRANTED 
By  unanimous  consent,  permission 
to  address  the  House,  following  the 
legislative  program  and  any  special 
orders  heretofore  entered,  was  granted 
to: 

(The  following  Members  (at  the  re- 
quest of  Mr.  McCandless)  to  revise 
and  extend  their  remarks  and  include 
extraneous  material: ) 
Mr.  Carney,  for  5  minutes,  today. 


Ms. 
Mr. 
Mr. 
Mr. 
Mr. 


EXTENSION  OF  REMARKS 

By  unanimous  consent,  permission 
to  revise  and  extend  remarks  was 
granted  to: 

Mrs.  BoGGS,  on  Senate  Joint  Resolu- 
tion 159,  in  the  House,  today. 

(The  following  Members  (at  the  re- 
quest of  Mr.  McCandless)  and  to  in- 
clude extraneous  matter:) 

Mr.  Oilman  in  three  instances. 

Mr.  Gingrich. 

Mr.  Whitehurst. 

Mr.  CoNTE. 

Mr.  Daob  in  three  instances. 

Mr.  Lewis  of  Florida. 

Mr.  Green. 
Fiedler. 
Shaw. 
Gekas. 
McCain. 
CouRTER  in  three  instances. 

Mr.  McDade. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Bosco)  and  to  include  ex- 
traneous matter:) 

Mr.  Rangel. 

Mr.  Frank. 

Mr.  Yatron. 

Mr.  KiLOEE. 

Mr.  Florid. 

Mr.  Dyson  in  two  instances. 

Mr.  Lantos. 

Mr.  Hdbbard. 

Mr.  Darden  in  two  instances. 

Mr.  GuARiNi. 

Mr.  Coleman  of  Texas  in  three  in- 
stances. 

Mr.  Erdreich. 

Mr.  Synar. 

Mr.  KoLTER  in  four  instances. 

Mr.  WiRTH. 

Mr.  Torres  in  two  instances. 

Mr.  Levine  of  California. 


joint  resolutions  of  the  House  of  the 
following  titles,  which  were  thereupon 
signed  by  the  Speaker: 

S.  1963.  An  act  to  direct  the  Secretary  of 
the  Interior  to  convey  certain  interests  in 
lands  in  Socorro  County,  NM,  to  the  New 
Mexico  Institute  of  Mining  and  Technology; 

S.  2703.  An  act  to  amend  the  Federal  Avia- 
tion Act  of  1958  to  provide  that  prohibitions 
of  discrimination  against  handicapped  indi- 
viduals shall  apply  to  air  carriers; 

S.  2759.  An  act  relating  to  telephone  serv- 
ices for  Senators; 

S.J.  Res.  207.  Joint  resolution  to  designate 
Novemt>er  15,  1986,  as  'National  Philan- 
thropy Day"; 

S.J.  Res.  317.  Joint  resolution  to  designate 
the  month  of  November  1986  as  "National 
Hospice  Month "; 

S.J.  Res.  354.  Joint  resolution  to  designate 
the  week  of  October  5.  1986.  through  Octo- 
ber 11,  1986,  as  "National  Drug  Abuse  Edu- 
cation and  Prevention  Week": 

S.J.  Res.  362.  Joint  resolution  to  designate 
the  week  of  December  14,  1986,  through  De- 
cemt)er  20,  1986,  as  "National  Drunk  and 
Drugged  Driving  Awareness  Week";  and 

S.J.  Res.  402.  Joint  resolution  designating 
July  2  and  3.  1987.  as  the  "United  SUtes- 
Canada  Days  of  Peace  and  Friendship." 


SENATE  ENROLLED  BILL  SIGNED 
The  SPEAKER  announced  his  sig- 
nature   to    an    enrolled    bill    of    the 
Senate  of  the  following  title: 

H.R.  4260.  An  act  to  provide  the  Small 
Business  Administration  continuing  author- 
ity to  administer  a  program  for  small  iruio- 
vative  firms,  and  for  other  purposes. 


ENROLLED  BILLS  AND  JOINT 
RESOLUTIONS  SIGNED 

Mr.  ANNUNZIO,  from  the  Commit- 
tee on  House  Administration,  reported 
that  that  committee  had  examined 
and   found   truly   enrolled   bills   and 


ADJOURNMENT 

Mr.  FRANK.  Mr.  Speaker,  I  move 
the  House  do  now  adjourn. 

The  motion  was  agreed  to;  accord- 
ingly (at  7  o'clock  and  30  minutes 
p.m.),  under  its  previous  order,  the 
House  adjourned  until  tomorrow, 
Wednesday,  September  24,  1986,  at  11 
a.m. 


EXECUTIVE  COMMUNICATIONS. 
ETC. 

Under  clatise  2  of  rule  XXIV,  execu- 
tive communications  were  taken  from 
the  Speaker's  table  and  referred  as  fol- 
lows: 

4246.  A  letter  from  the  Comptroller  Gen- 
eral of  the  United  States  Jtransmitting  re- 
ports on  the  status  of  budget  authority  the 
deferral  of  which  the  Congress  disapproved 
in  the  Urgent  Supplemental  Appropriations 
Act  for  fiscal  year  1986  (Public  Law  99-349) 
(H.  Doc.  No.  99-269);  to  the  Committee  on 
Appropriations  and  ordered  to  l)e  printed. 

4247.  A  letter  from  the  Secretary  of  Edu- 
catioii,  transmitting  a  copy  of  the  final  reg- 
ulations for  the  National  Direct  Student 
Loan  Program,  pursuant  to  20  U.S.C. 
1232(d)(i);  to  the  Committee  on  Education 
and  Labor. 

4248.  A  letter  from  the  Secretary  of 
Energy,  transmitting  the  armual  report  on 
the  State  Energy  Conservation  Program  for 
calendar  year  1985.  pursuant  to  42  U.S.C. 
6325;  to  the  Committee  on  Energy  and  Com- 
merce. 

4249.  A  letter  from  the  Assistant  Secre- 
tary of  State  for  Legislative  and  Intergov- 
ernmental Affairs,  transmitting  a  report  of 
political  contributions  by  Everett  Hillis 
Briggs,  of  New  Hsunpshire.  as  Ambassador 
Extraordinary  and  Plenipontentiary  of  the 
United  States  of  America  to  Argentina,  pur- 
suant to  22  U.S.C.  3944(b)(2);  to  the  Com- 
mittee on  Foreign  Affairs. 

4250.  A  letter  from  the  Assistant  Secre- 
tary of  State  for  Legislative  and  Intergov- 
ernmental Affairs,  transmitting  a  report  of 
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political  contributions  by  Walter  Edward 
Stadtler,  of  New  York,  as  Ambassador  Ex- 
traordinary and  Plenipotentiary  of  the 
United  SUtes  of  America  to  the  People's 
Republic  of  Benin,  pursuant  to  22  U.S.C. 
3»44(bK2):  to  the  Committee  on  Foreign  Af- 
fairs. 

4251.  A  letter  from  the  Assistant  Secre- 
tary of  State  for  Legislative  and  Intergov- 
ernmental Affairs,  transmitting  a  repKjrt  of 
political  contributions  by  Paul  A.  Russo  of 
Virginia,  as  Ambassador  Extraordinary  and 
Plenipotentiary  of  the  United  States  of 
America  to  Barbados  and  to  serve  concur- 
rently and  without  additional  compensation 
as  Ambassador  Extraordinary  and  Plenipo- 
tentiary of  the  United  SUtes  of  America  to 
the  Commonwealth  of  Dominica:  to  St. 
Lucia:  St.  Vincent  and  the  Grenadines:  to 
Antigua  and  Barbuda  and  to  St.  Christo- 
pher and  Nevis,  pursuant  to  22  U.S.C. 
3944(b)<2):  to  the  Committee  on  Foreign  Af- 
fairs. 

4252.  A  letter  from  the  Assistant  Secre- 
tary of  State  for  Legislative  and  Intergov- 
ernmental Affairs,  transmitting  a  report  of 
political  contributions  by  Donald  K.  Petter- 
son,  of  California,  as  Ambassador  Extraordi- 
nary and  Plenipotentiary  of  the  United 
States  of  America  to  Tanzania,  pursuant  to 
22  U.S.C.  3944(b)(2);  to  the  Committee  on 
Foreign  Affairs. 

4253.  A  letter  from  the  Comptroller  Gen- 
eral, General  Accounting  Office,  transmit- 
ting a  list  of  all  reports  issued  by  General 
Accounting  Office  during  August  1986,  pur- 
suant to  31  U.S.C.  719(h):  to  the  Committee 
on  Government  Operations. 

4254.  A  letter  from  the  Assistant  Secre- 
tary of  Transportation  for  Administration, 
transmitting  notification  of  a  proposed  new 
Federal  records  system  for  the  Federal  Avia- 
tion Administration,  pursuant  to  5  U.S.C. 
552a(o):  to  the  Committee  on  Government 
Operations. 

4255.  A  letter  from  the  Director,  Adminis- 
trative Office  of  the  U.S.  Courts,  transmit- 
ting a  report  on  the  activities  of  the  Federal 
courts  under  the  Equal  Access  to  Justice  Act 
of  1980:  to  the  Committee  on  the  Judiciary. 

4256.  A  letter  from  the  Chairman,  U.S. 
Merit  Systems  Protection  Board,  transmit- 
ting a  report  entitled  "Getting  Involved:  Im- 
proving Federal  Management  With  Employ- 
ee Participation,"  pursuant  to  5  U.S.C. 
1205(a)(3):  to  the  Committee  on  Post  Office 
and  Civil  Service. 

4257.  A  letter  from  the  Assistant  Secre- 
tary of  the  Army  (Civil  Works),  transmit- 
ting a  report  from  the  Chief  of  Engineers, 
Department  of  the  Army,  on  Oswego  River 
Watershed,  NY,  together  with  other  perti- 
nent reports:  to  the  Committee  on  Public 
Works  and  Transportation. 


REPORTS  OP  COMMITTEES  ON 
PUBLIC  RH.m  AND  RESOLU- 
TIONS 

Under  clause  2  of  rule  XIII,  reports 
of  committees  were  delivered  to  the 
Clerk  for  printing  and  reference  to  the 
proper  calendar,  as  follows: 

Mr.  DINGELL:  Committee  on  Energy  and 
Commerce.  H.R.  5369.  A  bill  to  require  as- 
bestos manufacturers  to  submit  information 
on  their  asbestos  products  to  the  Environ- 
mental Protection  Agency  and  to  require 
owners  of  buildings  containing  asbestos  to 
inspect  the  buildings  and  take  samples  of  as- 
bestos before  commencing  civil  actions  re- 
lating to  asbestos,  and  for  other  purposes 
(Rept.  99-863).  Referred  to  the  Committee 


of  the  Whole  House  on  the  State  of  the 
Union. 

Mr.  DINGELL:  Committee  on  Energy  and 
Commerce.  House  Joint  Resolution  728. 
Resolution  to  provide  for  a  settlement  to 
the  Maine  Central  Railroad  Company  and 
Portland  Terminal  Company  labor-manage- 
ment dispute  (Rept.  99-864).  Referred  to 
the  Committee  of  the  Whole  House  on  the 
State  of  the  Union. 

Mr.  DINGELL:  Committee  on  Energy  and 
Commerce.  H.R.  5225.  A  bill  to  amend  the 
Product  Liability  Risk  Retention  Act  of 
1981  to  include  coverage  of  other  lines  of  li- 
ability insurance,  and  for  other  purposes: 
with  an  amendment  (Rept.  99-865).  Re- 
ferred to  the  Committee  of  the  Whole 
House  on  the  State  of  the  Union. 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  H.R.  1915.  A  bill  to  establish 
procedures  for  review  of  tribal  constitutions 
and  bylaw  or  amendments  thereto  pursuant 
to  the  Act  of  June  18,  1934  (48  Stat.  987): 
with  an  amendment  (Rept.  99-866).  Re- 
ferred to  the  House  Calendar. 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  H.R.  4568.  A  bill  to  clarify 
certain  authorities  of  the  Secretary  of  the 
Interior  and  of  the  Advisory  Council  on  His- 
toric f»reservation,  and  for  other  purposes: 
with  an  amendment  (Rept.  99-867).  Re- 
ferred to  the  Committee  of  the  Whole 
House  on  the  State  of  the  Union. 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  H.R.  4900.  A  bill  to  provide 
for  the  proper  administration  of  justice 
within  the  boundaries  of  the  Salt  River 
Pima-Maricopa  Indian  Community:  with  an 
amendment  (Rept.  99-868).  Referred  to  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union. 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  H.R.  5430.  A  bill  to  amend 
the  Gila  River  Pima-Maricopa  Indian  Com- 
munity judgment  distribution  plan  (Rept. 
99-869).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 

Mr.  BONIOR:  Conunittee  on  Rules.  House 
Resolution  557.  A  resolution  waiving  certain 
points  of  order  against  the  conference 
report  and  against  the  consideration  of  such 
conference  report.  S.  1965,  and  act  to  reau- 
thorize and  revise  the  Higher  Education  Act 
of  1984,  and  for  other  purposes  (Rept.  99- 
870).  Referred  to  the  House  Calendar. 

Mr.  DERRICK:  Conunittee  on  Rules. 
House  Resolution  558.  Resolution  providing 
for  the  consideration  of  H.R.  5300,  a  bill  to 
provide  for  reconciliation  pursuant  to  sec- 
tion 2  of  the  concurrent  resolution  on  the 
budget  for  fiscal  year  1987  (Rept.  99-871). 
Referred  to  the  House  Calendar. 
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PUBLIC  BILLS  AND 
RESOLUTIONS 

Under  clause  5  of  rule  X  and  clause 
4  of  rule  XXII,  public  bills  and  resolu- 
tions were  introduced  and  severally  re- 
ferred as  follows: 

By  Mr.  ROWLAND  of  Connecticut: 
H.R.  5575.  A  bill  to  amend  the  Employee 
Retirement   Income  Security  Act  of   1974 
and  the  Internal  Revenue  Code  of  1954  to 
improve  the  protection  and  delivery  of  bene- 
fits   provided    under    private    retirement 
health  plans:  jointly  to  the  Committees  on 
Education  and  Labor,  and  Ways  and  Means. 
By  Mr.  ST  GERMAIN: 
H.R.  5576.  A  bill  to  provide  for  the  stabili- 
ty of  the  domestic  banking  and  thrift  sys- 
tems, to  improve  housing,  to  protect  the 
American   consumer   of   financial   services. 


and  for  other  purposes;  to  the  Committee 
on  Banking,  Finance  and  Urban  Affairs. 
By  Mr.  FASCELL: 
H.R.  5577.  A  bill  to  amend  Public  Law  91- 
175;  to  the  Committee  on  Foreign  Affairs. 
By  Mr.  FRANK: 
H.R.  5578.  A  biU  to  amend  title  5.  United 
States  Code,  to  provide  that  certain  reserve 
service    performed   while    in    inactive-duty 
training  status  may  be  included  as  credita- 
ble military  service  for  purposes  of  chapters 
83  and  84  of  such  title:  to  the  Committee  on 
Post  Office  and  Civil  Service. 
By  Mr.  GRAY  of  Illinois: 
H.R.  5579.  A  bill  to  amend  title  38,  United 
States  Code,  to  eliminate  the  means-test  as 
it  applies  to  provision  of  medical  care  to  cer- 
tain   veterans    with    non-service-connected 
disabilities:  to  the  Committee  on  Veterans' 
Affairs. 

By  Mr.  PENNY: 
H.R.  5580.  A  bill  to  establish  the  storage 
payment  rate  for  grain  in  the  farmer-owned 
reserve  at  an  equitable  level,  and  for  other 
purposes;  to  the  Conmiittee  on  Agriculture. 
By  Mr.  RICHARDSON: 
H.R.  5581.  A  bill  to  provide  for  the  study 
of  the  Anasazi  Trail  for  potential  designa- 
tion as  a  national  historic  trail;  to  the  Com- 
mittee on  Interior  and  Insular  Affairs. 
By  Mr.  SOLOMON: 
H.R.  5582.  A  bill  to  amend  the  Inmiigra- 
tion  and  Nationality  Act;  to  the  Committee 
on  the  Judiciary. 

By  Mr.   WEAVER   (for  himself,   Mr. 
AoCoiN,   Mr.   BoNKEX,  Mr.   Wyden, 
and  Mr.  Lowry  of  Washington): 
H.R.  5583.  A  bill  to  protect  and  provide  for 
the  enhancement  of  the  resources  of  the 
Columbia  River  Gorge,  and  for  other  pur- 
poses: jointly,  to  the  Committees  on  Agri- 
culture, and  Interior  and  Insular  Affairs. 
By  Mr.  GARCLA: 
H.J.  Res.  735.  A  Joint  resolution  to  desig- 
nate December  11,  1986,  as  "National  SEEK 
and  College  Discovery  Day;  to  the  Commit- 
tee on  Post  Office  and  Civil  Service. 

By  Mr.  GONZALEZ  (for  himself  and 
Mr.  McKiNNEY): 
H.J.  Res.  736.  Joint  resolution  to  provide 
for  the  temporary  extension  of  certain  pro- 
grams relating  to  housing  and  community 
development,  and  for  other  purposes;  to  the 
Committee  on  Banking,  Finance  and  Urban 
Affairs. 

By  Mr.  HUTTO  (for  himself  and  Mr. 
Pepper): 
H.J.  Res.  737.  Joint  resolution  to  designate 
the  week  commencing  February  9,  1987,  as 
"National  Bum  Awareness  Week":  to  the 
Committee  on  Post  Office  and  Civil  Service. 
By  Mr.  GUARINI  (for  himself  and  Mr. 
Gibbons): 
H.  Con.  Res.  393.  Concurrent  resolution 
expressing  the  sense  of  the  Congress  regard- 
ing the  initiation  of  free  trade  area  negotia- 
tions with  the  Republic  of  the  Philippines: 
to  the  Committee  on  Ways  and  Means. 

By  Mr.  ROSTENKOWSKI  (for  him- 
self, Mr.  Gibbons,  Mr.  Stark,  Mr. 
Jones  of  Oklahoma,  Mr.  Jenkins, 
Mr.  Downey  of  New  York,  Mr. 
GuARiNi,  Mr.  Russo,  Mr.  Archer, 
Mr.  Vander  Jact,  Mr.  Crane,  Mr. 
Frenzel,  Mr.  ScHxn.zE,  Mr.  Wright. 
Mr.  Michel,  Mr.  Aspin,  Mr.  Bonker, 
Mr.  Pascell,  Mr.  Foley,  Mr.  Hamil- 
ton, Mr.  Kemp,  Mr.  Leath  of  Texas, 
Mr.  Reid,  Mr.  Roth,  Ms.  Snowe,  Mr. 
SoLARZ.  Mr.  Oilman,  Mr.  Yatron, 
Mr.  CouRTER,  Mr.  Lent,  Mrs.  Lloys, 
Mr.  Madigan,  Mr.  Porter,  Mr. 
Akaka,  Mrs.  Collins,  Mr.  Goodung, 
Mr.  Hatcher,  Mr.  Lantos,  Mr.  Lipin- 
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SKI,   Mrs.   Martin   of   Illinois,   Mr. 

Rowland      of      Connecticut,      Mr. 

Walker,  smd  Mr.  Dingell): 
H.  Res.  556.  Resolution  relating  to  the 
tariff  on  chocolate;  to  the  Committee  on 
Ways  and  Means. 


MEMORIALS 


Under  clause  4  of  rule  XXII,  memo- 
rials were  presented  and  referred  as 
follows: 

460.  By  the  SPEAKER:  Memorial  of  the 
legislature  of  the  State  of  California,  rela- 
tive to  the  labor  dispute  between  the  Inde- 
pendent Federation  of  Plight  Attendants 
and  Trans  World  Airlines;  to  the  Committee 
on  Education  and  Labor. 

461.  Also,  memorial  of  the  legislature  of 
the  State  of  California,  relative  to  the  U.S. 
Travel  and  Tourism  Administration;  to  the 
Committee  on  Energy  and  Commerce. 

462.  Also,  memorial  of  the  legislature  of 
the  State  of  California,  relative  to  organ 
transplantation;  to  the  Committee  on 
Energy  and  Commerce. 

463.  Also,  memorial  of  the  legislature  of 
the  State  of  California,  relative  to  commer- 
cial vehicle  operator's  licenses;  to  the  Com- 
mittee on  Public  Works  and  Transportation. 

464.  Also,  memorial  of  the  legislature  of 
the  State  of  California,  relative  to  the  Small 
Business  Administration;  to  the  Committee 
on  Small  Business. 


ADDITIONAL  SPONSORS 

Under  clause  4  of  rule  XXII,  spon- 
sors were  added  to  public  bills  and  res- 
olutions as  follows: 

H.R.  893:  Mr.  Mrazek. 

H.R.  1398:  Mr.  Udall. 

H.R.  1902:  Mr.  Clay,  Mr.  Biaggi,  Ms. 
Kapttjr,  Mr.  Boucher,  Mr.  Pascell,  Mr. 
Levin  of  Michigan,  Mr.  Pepper,  Mr.  Brown 
of  California,  and  Mr.  LaFalce. 

H.R.  2365:  Mr.  Gray  of  Pennsylvania. 

H.R.  2902:  Mr.  Wise. 

H.R.  3355:  Mr.  Scheuer. 

H.R.  3359:  Mr.  Miller  of  Washington. 

H.R.  4025:  Mr.  Loeffler,  Mr.  Lewis  of 
Florida,  Mr.  Fields,  and  Mr.  Durbin. 

H.R.  4471:  Mr.  Swift. 

H.R.  4612:  Mr.  Miller  of  California,  Mr. 
LuKEN,  Mr.  WoRTLEY,  Mr.  Martinez,  Mr. 
Hall  of  Ohio,  and  Mr.  Edgar. 

H.R.  4783:  Mr.  Brooks  and  Mr.  Horton. 

H.R.  4872:  Mrs.  Boxer. 

H.R.  4922:  Mr.  Lipinski. 

H.R.  4953:  Mr.  Petri  and  Mrs.  Martin  of 
Illinois. 

H.R.  4972:  Mr.  NowAK,  Mr.  Barnes,  and 
Mr.  Young  of  Florida. 

H.R.  5257:  Mr.  Weber. 

H.R.  5397:  Mr.  Green. 

H.R.  5413:  Mr.  Spratt  and  Mr.  Davis. 

H.R.  5425:  Mr.  Howard. 

H.R.  5471:  Mr.  de  Lugo  and  Mr.  Ireland. 

H.R.  5483:  Mr.  Weber,  Mr.  Lightpoot.  and 
Mr.  Barton  of  Texas. 

H.R.  5488:  Mr.  Lott. 

H.R.  5499:  Mr.  Tallon,  Mr.  Stanceland, 
Mr.  Anthony,  Mr.  Jones  of  North  Carolina, 
Mr.  Whitten,  Mr.  Whitley,  Mr.  Lightpoot, 
Mr.  Stallings,  Mr.  Coleman  of  Missouri, 
and  Mr.  Roberts. 

H.R.  5529:  Mr.  Lungren  and  Mr.  Lagobiar- 

SINO. 

H.R.  5532:  Ms.  Mikulski  and  Mr.  Fields. 

H.R.  5538:  Mr.  Lagomarsino. 

H.R.  5567:  Mr.  Rangel. 

H.J.  Res.  7:  Mr.  Miller  of  Ohio. 


H.J.  Res.  133:  Mr.  Moakley,  Mr.  Craig, 
and  Mr.  Wortley. 

H.J.  Res.  316:  Mr.  Biurakis,  Mr.  Hyde. 
Mr.  Tauzin,  Mr.  Schaeper,  Mr.  McKernan, 
Mr.  Donnelly,  Mr.  Guarini,  Mr.  Spence, 
Mr.  Gejdenson,  Mr.  Franklin,  Mr.  Hop- 
kins, Mr.  Whittaker,  Mr.  Akaka,  Mr.  An- 
NUNZio,  Mr.  Florio,  and  Mr.  Kildee. 

H.J.  Res.  514:  Mr.  Owens,  Mr.  Vander 
Jagt,  Mr.  Dyson,  Mr.  Stukp,  Mr.  Kildee, 
Mr.  Weber,  Mr.  Daschle,  Mr.  Skeen,  Mr. 
SwiNDALL,  Mr.  Olin,  Mr.  Campbell,  Mr. 
Spence,  Mr.  Solarz,  Mr.  Leach  of  Iowa,  Mr. 
Roth,  Mr.  Jacobs,  Mr.  Mica,  Mr.  Darden, 
Mr.  McHuGH,  Mr.  Lunoine,  Mr.  Chappie, 
Mr.  Zschau,  Mr.  Moorhead,  Mr.  DixoN,  Mr. 
Smith  of  Iowa,  Mr.  Torres,  Mr.  Hayes,  Mr. 
Dornan  of  California,  Mr.  Stark,  Mr. 
Strang,  Mr.  Pickle,  Mr.  Sundquist.  Mr. 
Broomfield,  Mr.  Barnard.  Mr.  Fowler,  Mr. 
Rose,  Mr.  Ireland,  Mr.  Hatcher,  Mr.  Green, 
Mr.  Petri,  and  Mr.  Montgomery. 

H.J.  Res.  524:  Mr.  McEwen,  Mr.  Asfin. 
Mr.  Batemam,  Mr.  Wylie,  Mr.  Daniel,  Mr. 
Jones  of  North  Carolina,  and  Mr.  Faunt- 

ROY. 

H.J.  Res.  602:  Mr.  Levine  of  California, 
Mr.  Whitley,  and  Mr.  Badham. 

H.J.  Res.  651:  Mr.  Ackerman.  Mr.  Akaka, 
Mr.  Anderson,  Mr.  Anthony,  Mr.  Apple- 
gate.  Mr.  Badham,  Mr.  Bateman.  Mr.  Ben- 
nett, Mrs.  Bentley,  Mr.  Berman,  Mr. 
Bevill,  Mrs.  BoGGS,  Mr.  Boner  of  Tennes- 
see. Mr.  BoNiOR  of  Michigan,  Mr.  Borski, 
Mr.  Boucher,  Mr.  Carney,  Mr.  Carper,  Mr. 
Chappie.  Mr.  Coats,  Mr.  Cobey,  Mr.  Coelho, 
Mr.  CoNTE,  Mr.  Conyers,  Mr.  Courier,  Mr. 
Craig,  Mr.  Daschle,  Mr.  de  Lugo,  Mr. 
DeWine,  Mr.  DioGuARDi,  Mr.  Dowdy  of 
Mississippi,  Mr.  Dymally,  Mr.  Dyson,  Mr. 
EcKERT  of  New  York,  Mr.  Prenzel,  Mr.  Fei- 
GHAH,  Mr.  Frost,  Mr.  Foglietta,  Mr.  Foley, 
Mr.  Franklin,  Mr.  Gekas,  Mr.  Hammer- 
schmidt,  Mr.  Hutto.  Mr.  Hyde,  Mr.  Jen- 
kins. Mr.  Kemp,  Mr.  Kolter,  Mr.  Kost- 
MAYER,  Mr.  Lantos,  Mr.  Leach  of  Iowa.  Mr. 
Lehmam  of  California,  Mr.  Lent,  Mr.  Levin 
of  Michigan,  Mr.  Lewis  of  California,  Mr. 
LowRY  of  Washington,  Mr.  Luken,  Mr.  Lun- 
gren, Mr.  McCain,  Mr.  McCollum,  Mr. 
McEwEN,  Mr.  MacKay,  Mr.  Martin  of  New 
York,  Mr.  Martinez,  Mr.  Matsui,  Mr. 
Miller  of  Washington,  Mr.  Mineta,  Mr. 
MoLiNARi,  Mr.  Moorhead,  Mr.  Murphy,  Mr. 
Oberstar,  Mr.  Ortiz,  Mr.  Owens,  Mr.  Pack- 
ard, Mr.  RiNALDO,  Mr.  Rodino,  Mr.  Row- 
land of  Georgia,  Mr.  Savage,  Mr.  Shaw,  Mr. 
SiUANDER,  Mr.  Skeen,  Mr.  Snyder,  Mr. 
Solarz.  Mr.  Stokes,  Mr.  Traficant,  Mr. 
Valentine.  Mr.  Walgren,  Mr.  Wright,  and 
Mr.  Young  of  Alaska. 

H.J.  Res.  655:  Mr.  Archer,  Mr.  Batemam, 
Mrs.  Boggs,  Mr.  Chappell,  Mr.  Davis,  Mr.  de 
Lugo,  Mr.  Donnelly,  Mr.  Early,  Mr.  Eng- 
lish, Mr.  Fascell,  Mr.  Fowler,  Mr.  Frank, 
Mr.  Frost,  Mr.  Puster,  Mr.  Gejdenson.  Mr. 
Gradison,  Mr.  Ralph  M.  Hall,  Mr.  Hamil- 
ton, Mr.  Hayes.  Mrs.  Holt,  Mr.  Hoyer,  Mrs. 
Kennelly,  Mr.  Kleczka.  Mr.  Kramer.  Mr. 
Lightpoot.  Mr.  McKinney,  Mr.  Matsui.  Ms. 
Mikulski,  Mr.  Moore,  Mr.  Petri,  Mr. 
Pickle,  Mr.  Price,  Mr.  Siuander,  Mr. 
Skeen,  Mr.  Strang,  Mr.  Stratton,  Mr. 
SwiNDALL,  Mr.  Whitten,  Mr.  Wilson,  Mr. 
Wylie,  Mr.  Bustamante,  Mr.  McEwen,  Mr. 
Spence,  and  Mr.  Yatron. 

H.J.  Res.  660:  Mr.  Martinez. 

H.J.  Res   699:  Mrs.  Vucanovich  and  Mr. 

BiLIRAKIS. 

H.J.  Res.  700:  Mr.  Rinaldo,  Mr.  Pashayan, 
Mr.  Ackerman,  Mr.  Barnes.  Mr.  Bedell, 
Mrs.  Bentley.  Mr.  Berman.  Mr.  Biaggi.  Mr. 
Blaz,  Mr.  Bliley.  Mr.  Bosco,  Mr.  Bryant, 
Mr.  Callahan,  Mr.  Crockett,  Mr.  Daub,  Mr. 


DE  LuGOr  Mr.  DWYCR  of  New  Jersey,  Mr. 
Early,  Mr.  Evans  of  Illinois,  Mr.  Fazio,  Mr. 
Feighan,  Mr.  Fuppo,  Mr.  Frenzel,  Mr. 
Frost,  Mr.  Fuqua,  Mr.  Puster,  Mr.  Guar- 
ini, Mr.  Ralph  M.  Hall,  Mr.  Hayes,  Mr. 
Henry,  Mr.  Horton.  Mr.  Kostmayer,  Mr. 
Levin  of  Michigan,  Mr.  Lipinski,  Mrs. 
Lloyd,  Mr.  Mack,  Mr.  Manton,  Mr.  Marti- 
nez, Mr.  Matsui,  Mr.  Moakley,  Mr.  Mont- 
gomery, Mr.  Morrison  of  Connecticut,  Mr. 
Mrazek,  Mr.  Nielson  of  Utah,  Mr.  Owens, 
Mr.  Roe,  Mr.  Sabo,  Mr.  Shaw,  Mr.  Smith  of 
Florida,  Mr.  Strang,  Mr.  Swindall,  Mr. 
Thomas  of  Georgia,  Mr.  Towns,  Mr.  Udall, 

Mr.  VALENTIItE,  Mr.  VOLKMER,  Mr.  Waldon, 

Mr.  Waxman,  Mr.  Weber.  Mr.  Wirth,  Mr. 
Wolf,  and  Mr.  Wortley. 

H.J.  Res.  706:  Mr.  Craig.  Mrs.  Burton  of 
California,  and  Mr.  Hubbard. 

H.J.  Res.  709:  Mr.  Bennett.  Mr.  Matsui, 
Mr.  Early,  Mr.  de  la  Garza.  Mr.  Fuqua,  Mr. 
Lungren,  Mr.  Green.  Mr.  Reid,  Mr.  Barnes, 
Mr.  Lewis  of  Florida,  Mr.  Lehman  of  Flori- 
da, Mr.  Guarini,  Mr.  Hubbard,  Mr.  Derrick, 
Mr.  Bryant,  Mr.  Young  of  Florida.  Mr. 
Mineta.  Mr.  Scheuer,  Mr.  Daniel.  Mr. 
Obey.  Mr.  Howard.  Mr.  Shelby,  Mr.  Bili- 
raxis,  Mr.  Whittaker,  Mr.  Jenkins.  Mr. 
MuRTHA,  and  Mr.  Daschle. 

H.J.  Res.  718:  Mr.  Gallo,  Mr.  Leland,  Mr. 
Daschle.  Mr.  Smith  of  Florida.  Mr.  Mrazek, 
Mrs.  Kennelly.  Mr.  Boucher,  Mr.  Trafi- 
cant. Mr.  Henry,  Mr.  Fazio.  Mr.  McCain, 
Mr.  Horton.  Mr.  Roe,  Ms.  Oakar.  Mr. 
Wortley.  Mr.  Bryant,  Mr.  Rose,  Mr. 
Puster,  Mr.  Savage.  Ms.  Snowe,  Mr.  Towns, 
Mr.  Kleczka.  Mr.  Neal,  Mr.  Fuqua,  Mr. 
Bosco.  Mr.  Fauntroy,  Mr.  Cobey,  Mr. 
Berman,  Mr.  Owens.  Mr.  Reid,  Mrs.  Bent- 
ley, Mr.  Wolfe,  Mr.  Levin  of  Michigan,  Mr. 
Fowler,  Mr.  Lipinski,  and  Mr.  Dymally. 

H.J.  Res.  733:  Mr.  Mineta,  Mr.  Busta- 
mante, Mr.  DioGuARDi,  Mr.  Fazio,  Mr.  Reid, 
Mr.  Fauntroy,  Mr.  Hatcher,  Mr.  Matsui, 
Mr.  Foglietta,  Mr.  Panetta,  Mr.  Jenkins. 
Mr.  Levin  of  Michigan,  Mr.  Foley,  Mr. 
VoLKMER,  Mr.  LaPalce,  Mr.  Kolter.  Mr. 
FuQUA,  Mr.  Roe.  Mr.  Rahall,  Mr.  Frank, 
Mr.  Ralph  M.  Hall,  and  Mr.  Henry. 

H.  Con.  Res.  233:  Mr.  Frenzel. 

H.  Con.  Res.  359:  Mr.  Edgar,  Mr.  Waldon, 
Mr.  Atkins,  and  Mr.  Reid. 


DELETIONS  OF  SPONSORS  FROM 
PUBUC  BILl^S  AND  RESOLU- 
TIONS 

Under  clause  4  of  rule  XXII.  spon- 
sors were  deleted  from  public  bills  and 
resolutions  as  follows: 

H.R.  4935:  Mr.  Smith  of  Florida. 


PETITIONS.  ETC. 
Under  clause  1  of  rule  XXII: 
484.  The  SPEAKER  presented  a  petition 
of  H.L.  Richardson,  Sacramento,  CA,  rela- 
tive to  safe  and  drug-free  schools  and  com- 
munities; which  was  referred  to  the  Com- 
mittee on  Post  Office  and  Civil  Service. 


AMENDMENTS 

Under  clause  6  of  rule  XXIII,  pro- 
posed amendments  were  submitted  as 
follows: 
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H.R.  4300 
By  Mr.  DkLAY: 
—Page  8.  line   18,  strike  "during  any  24- 
month    period—"    and   Insert    "consecutive 
workweeks  immediately  following—". 

Page  8,  lines  20  and  22.  strike  "because 
of". 

Page  9,  line  1,  strike  "in  order"  and  insert 
"the  need  arising". 

—Page  9,  line  16,  and  page  10.  line  10,  strike 
"unduly". 

Page  9,  line  7,  strike  "(3)"  and  insert  "(2)". 
—Page  9,  line  19.  strike  "(1)". 

Page  9,  strike  lines  23  through  25. 
—Page  10,  strike  line  17  and  all  that  follows 
through  page  11.  line  21  (and  designate  suc- 
ceeding sections  including  references  ac- 
cordingly and  amend  the  table  of  contents). 
—Page  10.  line  23,  page  11.  lines  7.  8.  and  11, 
strike  "26"  and  insert  "8". 
—Page  11,  line  5,  strike  "(1)". 

Page  11,  strike  lines  9  through  11. 
—Page  12,  strike  line  3  and  all  that  follows 
through  page  13.  line  2  (and  redesignate  the 
succeeding  sections  accordingly,  including 
cross  references  thereto  and  amend  the 
table  of  contents). 

—Page  13,  lines  10  and  11,  strike  "equiva- 
lent" and  insert  "the  same". 
—Page  13,  strike  line  3  and  insert  in  lieu 
thereof  the  following: 

SEC.  107.  RESTORATION  TO  POSITION. 

Page  13,  strike  line  4  and  insert  the  follow- 
ing: 

"(a)  In  General.— Upon  return". 

Page  13,  line  7,  strike  "(A)"  and  insert 
"(1)". 

Page  13,  line  10,  strike  "(B)"  and  insert 
"(2)". 


Page  13,  line  13,  strike  "(2)"  and  insert  the 
following: 

"(b)  No  Loss  OF  Accrued  Benefits.— 

Page  13,  line  16,  strike  "(3)  Except  as  pro- 
vided in  subsection  (b),  nothing"  and  insert 
"(c)  No  Entitlement  to  Additional  Senior- 
ity OR  Benefits.— Nothing". 

Page  13,  strike  line  23  through  page  14, 
line  6. 

Page  14,  line  7,  strike  "(c)"  and  insert 
"(d)". 

—Page  28.  line  2,  insert  "and"  after  the 
semicolon. 

Page  28,  strike  out  lines  3  through  5. 

Page  28,  line  6,  strike  out  "(3)"  and  insert 
"(2)". 

Page  28.  line  14,  insert  "or"  after  the  semi- 
colon. 

Page  28.  strike  lines  15  through  19. 

Page  28.  line  20,  strike  "(4) '  and  insert 
"(2)". 

—Page  28,  strike  lines  21  through  page  29, 
line  22. 

Page  29,  lines  24  and  25  and  page  30,  line 
16,  strike  "or  6333". 

—Page  29.  line  5,  strike  "26"  and  insert  "8". 
—Page  31.  beginning  on  line   11,  through 
page  35,  line  3,  strike  title  III  of  the  Act. 
—Page  31,  lines   11   and   12,  strike  "AND 
MEDICAL". 

Page  31,  line  15,  strike  "and  medical". 

Page  31.  line  21,  and  page  32,  line  7,  strike 
"and  temporary  medical  leave". 

Page  33.  lines  1  and  2.  strike  ",  temporary 
disability,  and  labor-management". 
—Page  35.  line  e.strike '(a)PEDERALLAWs.— " 

Page  35,  strike  lines  10  through  14. 
—Page  10,  line  5.  strike  "in  a  manner  which 
is  reasonable  and  practicable"  and  insert  "6 
months  before  the  expected  date  of  such 
birth  or  adoption". 


—Page  36,  after  line  21,  insert  the  following 
new  section: 

•SEC.  406.  REPORT  BY  SECRETARY  OF  LABOR. 

"The  Secretary  of  Labor  shall  conduct  a 
study  on  the  effect  of  this  Act  on  each  cate- 
gory of  the  Standard  Industrial  Code  of 
Business.  The  Secretary  shall  submit  a  pre- 
liminary report  of  the  findings  of  the  study 
within  one  year  after  the  date  of  the  enact- 
ment of  this  Act  and  shall  submit  a  final 
report  of  such  findings  within  two  years 
after  such  date  of  enactment.". 
—At  the  end  of  the  bill  add  the  following 
new  title  (and  amend  the  table  of  contents 
accordingly): 

TITLE  V— COVERAGE  OF  EMPLOYEES 
OP  CONGRESS 

SEC.  501.  ADMINISTRATION  AND  ENFORCEMENT  BY 
APPROPRIATE  COMMITTEES  OF  THE 
CONGRESS. 

The  Committee  on  House  Administration 
of  the  House  of  Representatives  and  the 
Committee  on  Rules  and  Administration  of 
the  Senate  shall  establish  rules  and  proce- 
dures to  apply  the  principles  of  this  Act  to 
the  employees  of  the  House  of  Representa- 
tives and  of  the  Senate,  respectively. 
—Page  10,  after  line  16,  insert  the  following 
new  subsection: 

(f)  Marital  Status.— No  employee  may 
take  family  leave  under  subsection  (a)(1)(A) 
unless  such  employee  is  married  to  the 
parent  of  the  son  or  daughter.  Such  require- 
ment shall  not  apply  if  a  parent  of  the  son 
or  daughter  has  died. 

—Page  6,  line  14,  and  page  8.  lines  13  and  15, 
strike  "15"  and  insert  "1,000". 

Page  8,  line  14,  strike  "200"  and  insert 
"100". 
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(Legislative  day  of  Monday,  September  15, 1986) 


The  Senate  met  at  9:30  a.m.,  on  the 
expiration  of  the  recess,  and  was 
called  to  order  by  the  President  pro 
tempore  [Mr.  Thurmond]. 

PRAYER 

The  Chaplain,  the  Reverend  Rich- 
ard C.  Halverson.  D.D..  offered  the  fol- 
lowing prayer: 

Let  us  pray. 

Our  Father  in  Heaven,  we  want  to 
thank  you  for  the  improvement  of 
Mrs.  Metzenbaum.  We  commend  her 
to  Thee  this  day,  as  well  as  the  Sena- 
tor and  the  family,  and  ask  for  a  spe- 
cial blessing  and  encouragement  in 
their  lives,  and  restore  her  to  fullness 
of  health  and  strength. 

For  rulers  are  not  a  terror  to  good 
works,  but  to  the  evil  *  *  *  for  he  is  the 
minister  of  God  for  good.  •  •  •—Ro- 
mans 13:3-4. 

Sovereign  Lord  of  the  nations,  the 
people  of  the  United  States  gave  to 
their  Government  the  mandate  to  es- 
tablish justice,  ensure  domestic  tran- 
quility, provide  for  the  common  de- 
fense, promote  the  general  welfare, 
and  secure  the  blessings  of  liberty  for 
themselves  and  their  posterity.  Grant 
that  the  99th  Congress  will  have  done 
all  in  its  power  to  fulfill  its  part  in  this 
destiny.  Give  to  the  Senators  in  these 
final  days  the  wisdom  of  God,  His 
guidance,  and  the  courage  to  be  faith- 
ful servants  of  the  Lord  in  their  re- 
sponse to  the  people's  mandate.  In  the 
name  of  Him  who  was  able  to  say  to 
His  Father  in  Heaven,  "I  have  finished 
the  work  Thou  gavest  me  to  do." 
Amen. 


RECOGNITION  OF  THE 
MAJORITY  LEADER 

The  PRESIDENT  pro  tempore.  The 
able  and  distinguished  majority 
leader.  Senator  Robert  Dole,  of 
Kansas,  is  recognized. 

Mr.  DOLE.  I  thank  the  distin- 
guished Presiding  Officer,  the  senior 
Senator  from  South  Carolina  [Mr. 
Thurmond]. 


SCHEDULE 

Mr.  DOLE.  Mr.  President,  under  the 
standing  order,  the  leaders  have  10 
minutes  each,  and  we  will  reserve  the 
time  of  the  distinguished  minority 
leader.  That  will  be  followed  by  special 
orders  in  favor  of  Senators  Hawkins, 
Proxmire,  Rockefeller,  Murkowski, 
and  Baucus. 

There  will  then  be  routine  morning 
business,  not  to  extend  beyond  10:30, 


at  which  time  we  will  begin  consider- 
ation of  the  highway  bill,  S.  2405.  It  is 
my  understanding  that  Senators  inter- 
ested in  the  mass  transit  issue  met  yes- 
terday and  have  worked  out  some  kind 
of  agreement.  Therefore,  votes  will 
occur  during  today's  session.  As  yet,  I 
cannot  predict  how  long  we  might  be 
in  session  this  evening. 

We  will  have  our  policy  limcheons 
from  12  noon  to  2  p.m.  I  ask  unani- 
mous consent  that  the  Senate  stand  in 
recess  between  12  noon  and  2  p.m. 

The  PRESIDENT  pro  tempore. 
Without  objection,  it  is  so  ordered. 

Mr.  DOLE.  That  could  be  changed 
slightly  on  the  front  end,  if  we  are 
making  progress  on  the  highway  bill, 
because  in  our  policy  luncheon  we 
never  get  started  before  1  o'clock.  So 
we  may  npt  need  all  of  the  2  hours. 

Following  the  policy  luncheons,  we 
will  resume  consideration  of  S.  2405. 

Mr.  EXON.  Mr.  President,  will  the 
majority  leader  yield  for  a  question? 

Mr.  DOLE.  I  yield. 

Mr.  EXON.  With  respect  to  the 
transportation  bill,  as  the  majority 
leader  knows,  there  are  those  of  us  on 
both  sides  of  the  aisle  who  have  been 
attempting  to  offer  some  kind  of 
change  in  the  speed  limit.  We  seem  to 
have  the  President  on  board.  I  was 
wondering  if  it  would  be  possible  for 
the  majority  leader  to  state  what  op- 
position, if  anV,  there  is  among  the 
Republican  leadership  with  respect  to 
the  possibility  of  offering  a  simple, 
straightforward  measure  that  those  of 
us  on  both  sides  have  been  talking 
about,  whereby  we  would  propose  a 
change  to  65  miles  per  hour  only  on 
rural  interstates  and  leave  the  55-mile- 
per-hour  limit  on  primary  and  second- 
ary roads. 

Does  the  majority  leader  have  any 
feelings  on  this,  and  would  he  have 
any  strong  objections  to  such  a  meas- 
ure being  brought  up  under  an  appro- 
priate vehicle? 

Mr.  DOLE.  No.  I  think  this  appropri- 
ate vehicle  is  going  to  be  up  here  at 
10:30  a.m.  I  remember  hearing  a  dis- 
cussion between  the  Senator  from  Ne- 
braska and  the  Senator  from  Idaho 
yesterday. 

I  think  the  Senator  had  a  bill  in  for 
some  time  to  do  precisely  that.  But  I 
am  not  certain,  because  I  was  not  here 
all  day  yesterday,  what  Members  on 
each  side  might  have  agreed  to. 

I  hope  we  can  bring  it  up,  get  a  vote 
on  it  one  way  or  the  other,  and  then 
go  on  and  finish  the  highway  bill. 

Mr.  EXON.  I  would  certainly  hope 
we  could  accommodate  the  leader.  I 


know  both  the  majority  and  minority 
leaders  are  struggling  trying  to  expe- 
dite things. 

I  hope  we  could  enter  into  a  time 
agreement  with  regard  to  debate  and 
have  an  up  or  down  vote. 

I  thank  the  majority  leader  for 
yielding  for  this  consideration. 

Mr.  DOLE.  I  thank  the  Senator 
from  Nebraska. 

We  will  try  to  expedite  that  bill 
today,  because  we  need  to  do  that. 


ECONOMIC  SIGNALS 

Mr.  DOLE.  Mr.  President,  today  the 
Federal  Open  Market  Committee 
meets  for  another  review  of  the  econo- 
my's performance.  The  Federal  Open 
Market  Committee  has  to  decide 
whether  to  modify  open  market  oper- 
ations to  influence  the  course  of  the 
economy.  That  is  not  an  easy  task, 
given  the  divergent  views  of  how  the 
economy  is  doing. 

Last  week  the  Commerce  Depart- 
ment reported  a  revised  GNP  growth 
figure  for  the  second  quarter  of  1986. 
It  is  really  not  very  good:  It  shows  the 
economy  grew  at  a  rate  of  only  six- 
tenths  of  1  percent  in  the  period  from 
April  through  June.  In  other  words, 
the  economy  was  still  growing  and  cre- 
ating jobs— but  at  the  slowest  rate 
since  the  end  of  the  recession. 

At  the  same  time,  inflation  news 
continued  to  be  good.  In  the  same 
quarter,  the  GNP  deflator  rose  at  only 
a  1.8  percent  annual  rate— better  than 
anything  we  have  seen  in  the  past  two 
decades.  And  the  Consumer  Price 
Index  figures  released  this  morning, 
which  rose  two-tenths  of  1  percent  in 
August,  reaffirm  that. 

Now  Mr.  President,  there  are  lots  of 
reasons  to  believe  the  economy  is  pick- 
ing up  a  little  bit  in  the  current  quar- 
ter. Unemployment  is  down;  retail 
sales  are  up;  and  special  auto  financ- 
ing deals  are  giving  us  a  bit  of  a  push. 
But  even  retail  sales  rose  less  than  ex- 
pected in  August— 0.8  percent. 

NO  CHANGE  IN  SIGNALS 

In  short,  although  the  economy  was 
weaker  than  we  thought  in  the  second 
quarter,  the  economy  is  still  giving  us 
mixed  signals.  There  is  nothing  in  the 
new  numbers  that  justifies  a  change  in 
the  policy  mix  some  of  us  have  been 
advocating— that  is,  congressional 
action  to  comply  with  the  Gramm- 
Rudman-Hollings  antideficit  law,  and 
continued  action  by  the  Federal  Re- 
serve to  nudge  the  world  toward  a 


This    •bullet"  symbol  identifies  statements  or  insertions  which  are  not  spoken  by  the  Member  on  the  floor. 


25460 


CONGRESSIONAL  RECORD— SENATE 


stable,    lower   interest   rate   environ- 
ment. 

Mr.  President,  I  remain  convinced 
that  inflation  is  not  a  major  threat 
now— and  that  stagnation  continues  to 
be  the  main  threat  to  a  healthy  world 
economy. 

WEIGHING  THE  FACTORS 

A  lot  of  fingers  have  been  pointed  to 
assign  blame  for  our  slow  growth  in 
1986:  Ranging  from  uncertainty  over 
tax  reform,  to  the  downturn  in  the 
energy  sector,  to  continuing  problems 
with  the  farm  economy.  My  own  view 
is  that  all  of  these  have  played  a  role. 

If  that  is  correct,  then  we  should 
continue  along  the  policy  path  I  have 
outlined.  Most  analysts  expect  that, 
sooner  or  later,  the  drop  in  the  dollar, 
and  the  relaxation  of  interest  rates, 
will  limit  our  ability  to  attract  outside 
capital  to  finance  the  borrowing  needs 
of  the  United  States.  That  is  why  it  is 
encumbent  upon  us  to  cut  our  budget 
deficit. 

So  far  as  the  deficit  is  concerned, 
the  answer  lies  right  here— and  I  call 
upon  my  colleagues  in  the  Senate,  and 
in  the  House,  to  act  responsibly  before 
the  end  of  this  session  to  malce  real  re- 
ductions in  the  1987  deficit,  as  the  law 
requires  us  to  do.  That  means  final 
action  on  reconciliation,  and  hewing 
appropriations  to  responsible  levels. 

On  the  matter  of  lower  interest 
rates,  we  in  Congress  have  less  direct 
ability  to  make  a  difference.  But  the 
Federal  Reserve  can. 

So  far  this  year,  the  Fed  has  shown 
real  leadership,  exercised  through  the 
device  of  discoimt  rate  cuts.  I  would 
urge  my  friends  at  the  Federal  Re- 
serve not  to  abandon  this  weapon  pre- 
maturely. Just  last  Wednesday,  Fed 
Vice  Chairman  Manuel  Johnson— as 
able  a  spol^esman  as  the  Board  has 
ever  had— said  at  a  luncheon  speech, 
that  the  signals  in  the  economy  did 
not  justify  an  aggressive  monetary 
policy.  Many  analysts  read  that  as  an- 
other message  from  the  Fed  that  fur- 
ther rate  cuts  are  unlikely. 

Mr.  President,  I  am  second  to  no  one 
in  my  regard  for  the  Federal  Reserve, 
and  its  distinguished  Chairman,  Paul 
Volcker.  The  Fed  quite  rightly,  in  my 
view,  is  empowered  to  make  independ- 
ent judgments  on  the  economy.  Never- 
theless, I  think  it  would  be  a  mistake 
to  rule  out  further  rate  cuts. 

Vice  Chairman  Johnson  cited  the 
rise  in  previous  metals  prices,  and 
some  commodity  prices,  as  well  as  the 
slight  backup  in  interest  rates  in  the 
financial  markets,  as  important  cau- 
tion signals  on  the  inflation  front. 
Maybe  they  are— but  we  have  been 
waiting  all  year  for  commodity  prices 
to  stabilize,  as  a  sign  the  world  econo- 
my is  poised  for  continued  growth. 
Just  when  that  begins  to  happen,  we 
hear  that  the  change  signals  not 
growth,  but  inflation. 

Mr.  President,  in  my  view  it  is  much 
too  soon  to  change  the  policy  prescrip- 
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tion,  in  light  of  a  few  blips  in  selected 
price  factors.  There  are  no  convincing 
signs  that  underlying  economic  trends 
have  changed;  and  it  is  wrong,  in  any 
event,  to  think  that  we  can  fine  time 
economic  performance  on  a  month-to- 
month  basis.  We  have  set  off  on  the 
only  reasonable  course,  given  the  un- 
certainties that  affect  the  economic 
climate  around  the  world.  Let  us  keep 
on  it. 


DRUG  LEGISLATION 
(Mr.  DOLE,  on  behalf  of  himself  and 
other  Senators,  introduced  two  bills: 
the  Drug  Control  Act  and  the  Drug 
Free  America  Act.  The  remarks  of  Mr. 
Dole,  the  statements  of  other  Sena- 
tors, and  the  text  of  the  bills  are  print- 
ed later  in  today's  Record  under  Intro- 
duced Bills  and  Joint  Resolutions.) 


RECOGNITION  OF  SENATOR 
PROXMIRE 

The  PRESIDING  OFFICER.  Under 
the  previous  order  the  Senator  from 
Wisconsin  is  recognized  for  not  to 
exceed  5  minutes. 


THE  AGREEMENT  DESIGNED  TO 
STOP  SURPRISE  ATTACKS 

Mr.  PROXMIRE.  Mr.  President, 
what  is  the  most  likely  prospect  of  su- 
perpower nuclear  war?  Answer:  A  con- 
ventional war  in  Europe.  How  could 
that  happen?  The  Soviets  might 
decide  that  the  President  of  the 
United  States,  whoever  he  might  be, 
would  not  risk  a  full  fledged  nuclear 
war.  So  we  would  not  use  our  nuclear 
weapons  to  repel  a  sudden,  swift 
Soviet  sweep  through  Europe.  The  So- 
viets have  a  vast  advantage  in  tanks, 
planes,  and  troops.  They  could  strike 
against  Western  Europe  as  Hitler 
struck  against  France  in  1939.  Unless 
the  NATO  forces  decided  to  take  the 
big  chance  on  incinerating  the  world, 
by  striking  back  with  nuclear  weapons, 
the  Soviets  could  conceivably  reach 
the  English  Channel  in  a  few  days. 
Would  a  nuclear  response  by  the 
NATO  allies  constitute  a  real  option? 
Sure.  The  nuclear  NATO  response 
itself  includes  several  options.  The 
western  allies  could  use  tactical  nucle- 
ar weapons  to  stop  Soviet  tanks  and 
troops.  Or  as  a  demonstration  of  their 
will  to  go  nuclear  if  necessary,  they 
could  nuke  one  or  two  Soviet  cities,  as 
the  United  States  nuked  Hiroshima 
and  Nagasaki  in  1945.  Or  they  could 
set  a  6-hour  or  12-hour  deadline  for 
the  withdrawal  of  Soviet  troops  with  a 
nuclear  response  to  follow  if  they 
failed.  Obviously  any  of  these  night- 
mare scenarios  could  quickly  end  in 
the  last  war. 

So  what  are  we  doing  about  it?  Dip- 
lomats from  NATO  and  the  Warsaw 
pact  on  last  Sunday,  September  21,  an- 
nounced  that  they   had  reached  an 


agreement  designed  to  prevent  either 
of  the  two  great  alliances  from  insti- 
gating a  surprise  attack  in  Europe. 
Representatives  of  the  two  alliances 
have  been  negotiating  the  agreement 
in  Stockholm  for  the  past  3  years. 
What  kind  of  an  agreement?  For  the 
first  time  both  alliances  would  accept 
inspection  of  the  other's  military  oper- 
ations by  the  other  side.  This  agree- 
ment ends  a  long,  dry  arms  control 
period  between  the  two  superpowers 
that  has  gone  on  since  1979  when  both 
signed  the  SALT  II  accord.  The  new 
agreement  would  reduce  the  likelihood 
of  a  surprise  attack.  It  would  play  a 
more  certain  part  in  lessening  the 
prospect  of  an  accidental,  mistaken  in- 
terpretation by  one  side  resulting  in  a 
response  that  could  trigger  a  super- 
power war. 

Both  sides  properly  and  necessarily 
engage  in  frequent  maneuvers  or 
training  exercises.  Thousands  of 
troops,  tanks,  planes,  and  artillery  are 
involved.  Such  exercises  are  essential 
to  provide  the  kind  of  realistic  training 
that  will  permit  a  military  force  to  act 
effectively  in  actual  combat.  To 
achieve  effective  coordination  it  is  nec- 
essary to  have  large  and  diversified 
forces  take  part.  This  is  precisely  the 
kind  of  military  maneuver  that  might 
signal  an  invasion,  for  instance,  by  the 
Soviets  of  Western  Europe.  So  how 
would  the  Stockholm  agreement  fore- 
stall such  a  prelude  to  superpower 
war?  The  two  alliances  have  agreed  to 
give  warning  of  all  maneuvers  involv- 
ing more  than  13,000  troops.  Further 
they  would  have  to  invite  foreign  ob- 
servers if  the  maneuvers  exceeded 
17,000  troops. 

The  second  aspect  of  the  inspection 
involves  prompt  aerial  observation— if 
either  side  believes  the  other  is  en- 
gaged in  maneuvers  that  should  have 
been  but  were  not  announced.  The 
NATO  position  originally  was  that 
such  inspections  should  be  made  by 
each  alliance  in  the  planes  of  that  alli- 
ance. The  Soviets  insisted  that  the 
flights  be  in  the  planes  of  the  alliance 
being  inspected.  NATO  tried  to  com- 
promise by  suggesting  that  neutral 
planes  from  Sweden  and  Switzerland, 
for  example,  might  be  used.  But  the 
Soviets  turned  that  down.  NATO  has 
now  agreed  with  the  Soviet  Union  that 
the  inspection  flights  will  be  in  the 
planes  of  the  alliance  being  Inspected. 
NATO  has  won  the  right  for  the  in- 
spectors to  bring  on  board  the  observa- 
tion and  inspection  equipment  they 
want  and  to  order  the  inspecting  plane 
to  fly  wherever  they  wish,  once  they 
reach  the  area  where  the  violation  is 
expected. 

Here  is  an  arms  control  agreement 
that  could  be  very  valuable  in  fore- 
stalling what  may  be  the  prime  pros- 
pect of  a  superpower  nuclear  war. 
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On  Sunday,  Karen  De  Young  report- 
ed in  the  Washington  Post  that  this  is 
true  although, 

The  Stockholm  Treaty— will  not  disman- 
tle a  single  nuclear  weapon  or  authorize  the 
removal  of  a  single  soldier  from  foreign  soil. 

Here  is  why: 

The  agreement  is  binding  on  the  signato- 
ries. Prior  notification  and  understandings 
in  1975  Helsinki  and  1983  Madrid  allowed 
for  only  voluntary  compliance  and  then 
only  for  movements  exceeding  25,000 
troops.  No  penalties  are  provided  in  this 
new  treaty  but  there  is  a  "political"  cost  of 
noncompliance. 

The  agreement  covers  all  of  Europe  start- 
ing at  the  Atlantic  and  including  more  than 
1,000  miles  of  Soviet  territory  east  of  the 
Ural  Mountains.  Previous  agreements  only 
covered  150  miles  of  the  Soviet  Union. 

It  marks  the  first  time  the  Soviets  have 
agreed  to  on-site  verification  on  demand.  It 
.  .  .  will  set  a  precedent  and  provide  a  test 
case  for  compliance  for  other  arms  control 
proposals. 

The  west  hopes  it  will  demonstrate  to  the 
secretive  and  often  paranoid  Soviet  military 
establishment  that  they  can  live  with  verifi- 
cation incursions  deep  into  their  own  terri- 
tory. 

According  to  western  military  specialists  it 
will  provide  priceless  information  about 
Soviet  equipment,  readiness,  morale  and 
training. 

Most  important,  here  is  a  treaty  that 
significantly  lessens  the  prospect  of  a 
sudden  surprise  attack  by  either  su- 
perpower with  conventional  arms  that 
could  lead  to  nuclear  war.  The  treaty 
deals  with  what  in  this  Senator's  judg- 
ment constitutes  what  has  hitherto 
been  the  most  likely  way  a  superpower 
nuclear  war  might  begin. 


THE  MYTH  OF  THE  DAY 

Mr.  PROXMIRE.  Mr.  President,  the 
myth  of  the  day  is  that  the  deficit 
next  year— fiscal  year  1987— will  be 
$144  billion  or  $154  billion  or  even 
$164  billion.  By  law,  the  deficit  is  sup- 
posed to  be  $144  billion  with  a  $10  bil- 
lion cushion.  But  in  fact,  the  deficit  is 
going  to  be  around  $200  billion. 

My  guess  is  that  we  will  comply,  at 
least  technically,  with  the  provisions 
of  the  Gramm-Rudman  law.  But  while 
complying  with  the  letter  of  the  law, 
we  will  violate  its  spirit.  Our  experi- 
ence demonstrates  that  myths  can  be 
written  into  law. 

How  can  we  slip  out  from  under  the 
law?  Take  a  look  at  the  spending  side 
of  the  budget.  We  can  order  that  Gov- 
ernment assets  be  sold  and  either  over- 
estimate the  price  or  fail  to  carry 
through  and  make  the  sale.  We  can 
ignore  the  costs  of  new  initiatives  such 
as  our  efforts  to  combat  drug  abuse. 
We  can  underestimate  the  costs  of  ag- 
riculture programs.  The  Federal  Gov- 
ernment's budget  contains  literally 
thousands  of  accounts  and  many  of 
them  can  be  manipulated.  And  manip- 
ulate them  we  are. 

We  are  about  to  do  the  same  thing 
on  the  revenue  side  of  the  budget.  Ex- 
perts say  that  the  new  tax  biU  is  reve- 


nue neutral.  But  in  its  first  year,  it 
brings  in  about  $10  billion  in  addition- 
al revenues.  In  later  years,  it  loses 
money.  When  the  Senate  passed  its 
version  of  the  tax  bill,  it  specifically 
prohibited  the  use  of  this  revenue 
windfall  to  reduce  the  deficit.  The  con- 
ference committee  dropped  this  prohi- 
bition. 

If  we  decide  to  use  this  money  to 
meet  the  requirements  of  Gramm- 
Rudman,  that  will  get  us  by  the  elec- 
tion. But  it  will  put  us  that  much 
deeper  in  the  hole  the  next  year.  The 
chairman  of  the  Senate  Budget  Com- 
mittee looked  at  this  temptation  and 
wondered  whether  we  would  ever  bal- 
ance the  budget. 

Finally,  we  can  and  have  adopted  op- 
timistic economic  projections.  If  we 
assume  that  the  economy  is  going  to 
perform  better  than  it  does,  then  we 
can  assume  higher  revenues  and  lower 
spending  than  will  actually  be  the 
case.  These  assumptions  are  not  so  op- 
timistic as  to  be  incredible,  but  they 
are  close. 

Mr.  President,  this  means  that  the 
deficit  in  fiscal  year  1987  is  going  to  be 
higher  than  $144  billion  and  not  just  a 
little  higher.  It  is  going  to  be  much 
higher. 

A  higher  deficit  might  not  be  all 
bad.  Some  highly  respected  econo- 
mists are  arguing  that  we  might  need 
a  deficit  in  the  range  of  $180  billion  to 
avoid  a  recession.  I  happen  to  disagree 
with  this  assertion,  but  a  sound  argu- 
ment to  support  it  can  be  made. 

But  we  should  not  do  what  we  are 
apparently  going  to  do.  We  should  not 
play  tricks  on  the  American  people  by 
passing  legislation  which  assumes  that 
the  deficit  will  be  $144  billion  when  we 
know  it  is  going  to  be  higher.  I  know 
of  no  better  way  to  encourage  cyni- 
cism. That  is  no  myth. 

I  yield  the  floor. 


RECOGNITION  OF  SENATOR 
HAWKINS 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
Florida  is  recognized  for  not  to  exceed 
5  mintues. 


LET'S  RECLAIM  OUR  NATIONAL 
FORESTS  FROM  THE  MARIJUA- 
NA TRAFFICKERS 

Mrs.  HAWKINS.  Mr.  President,  we 
have  been  compelled  to  surrender  an- 
other bit  of  turf  to  drug  smugglers. 
Nearly  1  million  acres  of  our  National 
Forest  System  have  been  abandoned 
as  unmanageable  because  of  the 
danger  posed  by  marijuana  cultiva- 
tion. The  U.S.  Forest  Service  has  nei- 
ther the  resources  nor  the  authority 
to  manage  these  areas  properly.  It's 
another  flagrant  example  of  our  Gov- 
ernment being  outgunned,  outspent, 
and  outmanned  by  the  drug  mer- 
chants of  death. 


More  than  20  percent  of  the  mari- 
juana grown  in  the  United  States  is 
cultivated  on  land  within  our  national 
forests.  This  is  shocking.  Marijuana 
growers  are  moving  their  illegal  oper- 
ations into  the  national  forests  at  a 
fast  pace  for  two  interesting  reasons. 
The  success  of  the  Federal  drug  inter- 
diction program  has  driven  scores  of 
marijuana  growers  off  other  produc- 
tive land.  And  the  asset  forfeiture 
principle  has  encouraged  many  grow- 
ers not  to  jeopardize  their  own  land 
but  to  grow  their  marijuana  crops  on 
somebody  else's  property,  preferably 
land  owned  by  the  Federal  Govern- 
ment. Further,  some  of  the  national 
forest  acreage  is  so  isolated  it  is  easy 
to  grow  marijuana  and  harvest  it  un- 
detected. 

These  criminals  have  taken  to 
guarding  their  crops  in  a  manner  remi- 
niscent of  the  way  moonshiners  har- 
assed "revenooers"  of  the  prohibition 
era.  They  are  laying  boobytraps  to 
protect  their  crops  from  nosey  forest 
rangers  and  curious  visitors  to  the  for- 
ests. These  boobytraps  include  hand 
grenades  detonated  by  trip  wires,  shot- 
guns rigged  to  fire  at  chest  level  and 
pipe  bombs  set  to  explode  when  an  in- 
truder approaches  an  illegal  marijua- 
na patch.  The  drug  merchants  aren't 
fooling  around.  They  mean  business. 
The  purpose  of  these  boobytraps?  To 
kill  and  maim. 

The  Forest  Service,  Mr.  President,  is 
woefully  unprepared  to  handle  situa- 
tions like  this.  It  does  not  have  the 
manpower,  the  equipment  and  legal 
authority  to  cope  with  drug  traffick- 
ers. I  propose  that  we  change  this  and 
give  the  Forest  Service  the  tools  it 
needs  to  drive  the  marijuana  growers 
out  of  our  national  forests. 

I  have  introduced  legislation  that 
would  grant  the  Secretary  of  Agricul- 
ture authority  to  investigate,  make  ar- 
rests, and  take  other  actions  that  may 
be  necessary  to  locate,  and  destroy, 
marijuana  crops  on  national  forest 
land.  The  Secretary  would  also  be  em- 
powered to  prevent  the  processing, 
transporting  and  sale  of  marijuana  or 
any  other  controlled  substance  on 
public  land.  To  carry  out  these  objec- 
tives, the  Secretary  would  be  given  the 
authority  to  buy  and  distribute  fire- 
arms to  certain  national  forest  em- 
ployees. These  designated  employees 
would  have  the  power  to  serve  war- 
rants, subpoenas  and  other  legal  proc- 
esses for  arrest,  search,  and  seizure. 
They  also  would  be  given  the  author- 
ity to  pursue  suspects  beyond  the  na- 
tional forest  borders. 

Other  provisions  of  the  legislation  I 
have  introduced  provides  for  a  penalty 
of  up  to  5  years  in  jail  and  a  fine  of  up 
to  $5,000  for  anyone  carrying  a  fire- 
arm while  manufacturing  a  controlled 
substance  on  Federal  lands  and  a  max- 
imum penalty  of  10  years  and  a 
$10,000  fine  for  any  person  who  in- 
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stalls  a  life-threatening  boobytrap  on 
Federal  property.  One  feature  of  the 
legislation  is  to  provide  up  to  $20  mil- 
lion to  carry  out  this  program,  the 
money  to  come  from  national  Forest 
Service  revenues. 

My  proposal  could  be  the  stepping- 
stone  for  opening  another  front  on  the 
war  on  drugs.  It  would  complement 
President  Reagan's  clarion  call  to  get 
tough  on  the  criminals  who  grow  and 
supply  illegal  drugs  to  our  society.  It  is 
time  to  protect  our  rights,  as  well  as 
our  assets,  in  the  national  forests  from 
the  marijuana  traffickers.  And  in  the 
process,  perhaps  we  could  reclaim 
some  of  our  children,  our  most  pre- 
cious asset. 


D  0950 


RECOGNITION  OP  SENATOR 
ROCKEFELLER 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
West  Virginia  is  recognized  for  not  to 
exceed  5  minutes. 


WEIRTON  STEEL 

Mr.  ROCKEFELLER.  Mr.  President, 
today  marks  the  third  anniversary  of 
an  event  which  enabled  the  communi- 
ty of  Weirton,  WV,  to  avert  a  devastat- 
ing blow  to  its  economy.  Faced  with 
plans  by  National  Steel  to  shut  down 
its  plant  in  Weirton.  employees  put  to- 
gether a  deal  to  buy  the  steel  mill  and 
save  their  jobs. 

On  September  23.  1983.  employees 
voted  overwhelmingly  to  ratify  a  new 
contract,  providing  for  an  employee 
stock  ownership  plan  [ESOP],  and 
other  major  changes.  Weirton  Steel, 
with  close  to  8,000  employees,  became 
the  country's  largest  completely 
worker-owned  company.  Its  success 
has  set  a  stuiming  example:  in  an  in- 
dustry battered  by  steady  losses  of 
production  and  jobs.  Weirton  has 
made  profits  for  10  quarters  in  a  row. 
There  are  now  8.500  employees  at 
Weirton.  and  all  workers  previously  on 
layoff  have  been  recalled.  Orders  for 
its  products  have  been  strong  enough 
to  support  a  third  blast  furnace  at 
Weirton,  which  just  opened  2  weeks 
ago. 

Weirton,  under  employee  ownership, 
is  obviously  a  well-managed  company. 
But  how  has  it  been  able  to  withstand 
the  pressures  which  are  ravaging  so 
much  of  the  domestic  steel  industry? 
How  has  Weirton  coped  with  intense 
foreign  competition,  the  effects  of  un- 
favorable exchange  rates,  and  the  gen- 
eral lack  of  growth  in  markets  for 
steel? 

A  central  reason,  in  my  view,  is  the 
company's  approach  to  labor-mange- 
ment  relations.  At  Weirton,  the  ESOP 
is  accompanied  by  a  participatory 
style  of  management.  Workers  are  in- 
volved in  key  company  decisions:  the 
independent  union  representing  them 


has  3  seats  on  the  12-member  board  of 
directors,  and  the  company  has  really 
worked  at  maintaining  good  lines  of 
communications  between  executives 
and  the  shop  floor. 

Workers  at  Weirton  are  actively  in- 
volved in  solving  problems— in  finding 
ways  to  make  production  more  effi- 
cient and  improve  product  quality. 
The  company's  employee  participation 
program  has  106  teams,  focused  on  the 
problems  of  individual  departments. 
The  aim  is  to  draw  on  the  talents  and 
creativity  of  employees— of  those  clos- 
est to  the  production  process— to 
devise  the  best  ways  of  doing  the  job. 

Industrial  relations  at  the  plant 
were  not  always  cooperative.  But 
Weirton's  worker-owners  quickly  rec- 
ognized that  the  mill's  survival  de- 
pended on  everyone  pulling  together. 
The  workers  accepted  a  20-percent  re- 
duction in  wages  and  benefits  at  the 
time  of  the  buyout,  along  with  a  6- 
year  freeze  on  their  pay.  The  company 
instituted  profit-sharing,  and  earlier 
this  year  it  distributed  $20  million— 
about  one-third  of  the  1985  profits— to 
the  8,000  workers  covered  by  the 
ESOP. 

In  a  sense,  the  imminence  of  the 
plant  shutdown  gave  the  workers  little 
alternative.  But  they  took  a  risk  in 
buying  the  mill;  they  could  not  count 
on  being  able  to  turn  the  company 
into  a  profitable  operation.  I  am  con- 
vinced that  the  ESOP  played  a  pivotal 
role:  besides  enabling  the  workers  to 
buy  the  plant,  the  ESOP  directly 
strengthened  the  workers'  financial 
stake  in  the  company's  success. 

Productivity  has  improved  at  Weir- 
ton in  the  years  under  employee  own- 
ership. The  company  undertook  exten- 
sive modernization  plaiis,  placing  great 
emphasis  on  strategic  plarming.  It  has 
survived  the  cutthroat  competition  in 
steel  by  quickly  establishing  a  reputa- 
tion for  quality  and  more  sophisticat- 
ed products— like  the  new  Galfan- 
coated.  corrosion-resistant  steel.  Weir- 
kote  Plus,  introduced  in  1985.  Weirton 
has  also  carved  out  certain  niches  in 
the  market,  becoming  a  leading  pro- 
ducer of  tinplate. 

Looking  ahead.  I  have  confidence  in 
Weirton's  ability  to  face  future  chal- 
lenges with  the  insight  that  has 
guided  it  these  last  3  years.  I  will 
watch  for  continued  advances  in  prod- 
uct development,  in  technology  and 
production  processes,  in  productivity. 
And  I  expect  the  company  to  remain 
an  inspiration  for  American  industry— 
a  vivid  example  of  the  difference  that 
worker  participation  and  employee 
ownership  can  make.  The  old  habits— 
of  tense,  conflict-ridden  labor-manage- 
ment relations  in  many  industries- 
may  die  hard.  But  Weirton's  success  is 
proof  that  the  new,  cooperative  ap- 
proaches work  better— and  can  help 
revitalize  this  country's  industrial 
landscape. 


RECOGNITION  OF  SENATOR 
BAUCUS 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
Montana  is  recognized  for  not  to 
exceed  5  minutes. 


GATT  ROUND  AGENDA 

Mr.  BAUCUS.  Mr.  President,  the 
way  I  look  at  it.  every  problem  pre- 
sents an  opportunity.  Today,  let  me 
mention  one  problem  and  the  opportu- 
nity it  presents. 

The  problem  is  our  international 
trade  deficit.  Many  commentators,  in- 
cluding Ambassador  Yeutter.  say  that 
our  trade  deficit  this  year  will  go  as 
high  as  $200  billion.  Others  estimate 
that  it  will  be  a  little  bit  lower.  But  in 
any  case,  the  deficit  is  going  to  be 
huge. 

I  think  that  we  have  an  opportunity 
here,  to  improve  our  international 
trading  system.  Last  week,  our  country 
took  a  big  step  toward  fulfilling  this 
opportunity  when  we  agreed  to  a  new 
GATT  round  agenda  down  at  Uru- 
quay. 

For  20  years,  the  GATT— that  is.  the 
General  Agreement  on  Tariffs  and 
Trade— was  the  engine  for  worldwide 
economic  growth.  But  recently  it  has 
become  ineffective.  Some  experts  say 
that  GATT  now  stands  for  the  "gen- 
tlemen's agreement  to  talk  and  talk." 

The  administration  estimates  that 
less  than  50  percent  of  world  trade  is 
covered  by  GATT.  Some  economists 
estimate  that  the  figure  is  as  low  as  10 
percent. 

That  means  that  all  remaining  world 
trade  is  covered  by  rules  of  the  game 
other  than  by  GATT;  namely,  by  no 
rules  at  all. 

There  are  several  specific  problems 
with  the  GATT. 

Its  subsidy  rules  contain  an  agricul- 
tural loophole  that's  big  enough  to 
drive  a  combine  through.  As  a  result, 
we  are  seeing  a  vast  global  oversupply 
of  grain. 

In  the  United  States  alone,  we  have 
enough  wheat  in  storage  to  bake  seven 
loaves  of  bread  for  every  man,  woman 
and  child  on  Earth. 

The  average  British  farmer  gets  40 
percent  of  his  income  from  export  sub- 
sidies. If  we  do  not  close  that  loophole, 
we  are  going  to  see  an  escalating  agri- 
cultural subsidy  war. 

Another  problem  is  that  service  in- 
dustries like  banking  and  insurance 
are  not  subject  to  the  GATT.  Service 
industries  now  account  for  almost 
three-fourths  of  U.S.  employment. 
These  industries  must  be  part  of 
GATT  so  we  can  pry  open  some  for- 
eign markets. 

In  addition,  the  GATT  dispute 
mechanism  is  weak.  It  is  ineffective. 
Cases  languish  for  years  without  reso- 
lution because  countries  delay  the 
process. 
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These  are  serious  problems.  They 
defy  simple  solutions.  But  they  create 
a  new  opportunity  to  improve  the  fun- 
damental features  of  the  GATT  and 
thereby  expand  trade.  Experts  say  if 
GATT  were  strictly  enforced,  world 
trade  would  increase  by  40  percent. 

The  agenda  agreed  to  over  the  week- 
end in  Uruguay  provides  a  new  begin- 
ning. 

First  and  foremost,  the  administra- 
tion succeeded  in  persuading  other 
countries,  notably  the  EEC,  to  agree 
to  address  agricultural  subsidies.  I  was 
somewhat  disappointed  that  agricul- 
ture was  not  formally  put  on  a  fast 
track,  but  the  agenda  does  call  for 
that  if  the  negotiators  agree.  I  hope 
that  happens. 

In  services,  I  imderstand  that  the 
talks  will  not  be  conducted  by  signato- 
ries of  GATT,  but  by  a  separate  com- 
mittee. I  hope  that  this  does  not 
reduce  the  services  negotiations  to 
second  place  status.  I  hope,  instead, 
that  it  is  a  promising  compromise  de- 
signed to  get  service  negotiations  un- 
derway. 

But  let  me  make  it  clear  that  I 
expect  services  to  be  part  of  any  agree- 
ment. Anything  less  should  be  unac- 
ceptable to  the  United  States. 

Mr.  President,  this  round  is  critically 
important  to  our  economy. 
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We  must  recognize  that  the  world 
has  changed.  For  most  of  our  history, 
we  enjoyed  an  insulated,  bountiful 
market.  Today  we  are  thrust  into  a 
fiercely  competitive  global  economy,  a 
reality  we  simply  cannot  ignore. 

Since  1970,  the  dollar  volume  of 
world  trade  has  grown  sevenfold. 

Over  70  percent  of  our  economy 
today  is  subject  to  import  competition. 
Almost  one-fifth  of  our  industrial  pro- 
duction is  exported  and  over  one  mil- 
lion jobs  are  related  to  U.S.  agricultur- 
al exports. 

The  stakes  are  high. 

Last  week's  agreement  in  Punta  del 
Este  is  a  good  start  toward  establish- 
ing a  new  set  of  international  trade 
rules  that  give  American  companies  a 
fair  chance  to  compete. 

I  hope  that  we  follow  through  ag- 
gressively, assiduously,  and  with  perse- 
verance, so  that  the  trade  rules  are  im- 
proved, all  Nations  can  be  treated 
more  favorably,  and  world  trade  will 
progress. 

Mr.  President,  I  yield  the  floor  and  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roll. 

Mr.  MURKOWSKI.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorimi  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


RECOGNITION  OF  SENATOR 
MURKOWSKI 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
Alsiska  [Mr.  Murkowski]  is  recog- 
nized for  not  to  exceed  5  minutes. 


JAPANESE  MAJOR  PROJECTS 

Mr.  MURKOWSKI.  Mr.  President, 
on  September  11  I  informed  the 
Senate  of  the  severe  disparity  between 
the  open  U.S.  construction  market  and 
the  Japanese  market  which  remains 
closed.  In  1985  Japanese  construction 
firms  won  1.8  billion  dollars'  worth  of 
contracts  for  work  in  the  United 
States.  It  is  interesting  to  note  that 
American  firms  won  no  contracts  in 
Japan  in  1985.  Or  in  1984,  or  in  1983. 
In  fact,  no  American  firm  has  won  a 
contract  in  Japan  in  over  20  years. 

Mr.  President,  I  would  like  to  refer 
to  a  chart  to  explain  the  circum- 
stances of  what  is  currently  happening 
in  Japan. 

Japan  has  established  a  series  of 
barriers  which  prohibit  the  entrance 
of  foreign  construction  companies  that 
are  involved  in  design,  engineering, 
and  architecture.  The  reason  for  this, 
Mr.  President,  is  Japan  has  built  a 
trade  barrier  wall  around  itself,  not  al- 
lowing any  outside-Japanese  participa- 
tion. This  is  done  through  interlinking 
between  the  Japanese  Government 
and  Japanese  industry. 

Make  no  mistake  about  it,  Mr.  Presi- 
dent, this  linkage  is  very  real.  It  is  tra- 
ditional and  it  is  very  effective. 

What  it  does,  Mr.  President,  is  it 
provides  internally  within  the  Japa- 
nese structure  the  ability  to  subsidize 
and  promote  a  "Buy  Japanese"  policy. 

Specifically,  Mr.  President,  items 
that  are  constructed  and  engineered  in 
Japan  can  be  subsidized  by  Japanese 
taxpayers  and  sent  out  on  the  markets 
of  the  world.  This  includes  the  market 
in  the  United  States,  which  has  grant- 
ed up  to  1.8  billion  dollars'  worth  of 
contracts  to  Japanese  firms  but  are  ba- 
sically dumped  on  the  United  States 
market.  This  is  the  way  it  is  done, 
through  this  trade  barrier. 

Let  me  proceed  further,  Mr.  Presi- 
dent. 

In  examining  this  situation,  my  Sub- 
committee on  Foreign  Relations  has 
discovered  a  home  market  in  Japan 
surrounded  by  impenetrable  trade  bar- 
riers. Within  this  home  market  is  a 
Japanese  industry  coupled  to  the  Jap- 
anese Government,  receiving  subsidies 
at  the  expense  of  the  Japanese  tax- 
payer and  dumping  excess  capacity  in 
the  American  market. 

Let  me  give  a  recent  example. 

In  the  case  of  trash  incinerator  fa- 
cilities, the  Japanese  Economic  Jour- 
nal reported  that  Japanese  firms  build 
them  three  times  as  cheaply  overseas 
as  they  build  them  in  Japan.  The  sub- 
sidy is  provided  at  the  expense  of  the 
Japanese  taxpayer. 


This  summer  Prime  Minister  Naka- 
sone  stated  that  foreign  firms  will  be 
allowed  to  participate  in  major  con- 
struction projects  on  a  fair  and  equal 
basis.  This  was  good  news.  However, 
the  Japanese  Government  has  been 
reluctant  to  translate  Prime  Minister 
Nakasone's  assurances  into  a  written 
uncferstanding  spelling  out  the  princi- 
ple of  a  nondiscriminatory  system. 

[r.  President,  this  is  not  the  inten- 
tion of  the  Prime  Minister,  and  I  am 
^ot  being  critical  of  the  Prime  Minis- 
t*i\  The  difficulty  is  real.  The  linkage 
between  the  Government  of  Japan 
suid  the  business  sector  is  still  very 
prominent  and  very  effective. 

Given  the  internationally  competi- 
tive strength  of  the  United  States  in- 
dustry in  the  area  of  airport  construc- 
tion and  a  growing  services  trade  defi- 
cit with  Japan,  Japan's  unwillingness 
to  deliver  with  specific  contractural 
opportunities  in  this  market  is  unac- 
ceptable. 

Mr.  President,  the  United  States  is 
Japan's  most  important  customer.  Up 
to  this  point  we  have  been  reluctant  to 
use  the  leverage  of  the  world's  largest 
open  market  to  ensure  equal  treat- 
ment for  our  firms  abroad. 

Mr.  President,  a  letter  from  me  will 
be  circulating  today  to  all  of  my  Re- 
publican and  Democratic  colleagues.  It 
announces  that  when  the  Senate 
begins  consideration  of  the  continuing 
resolution,  I  plan  to  introduce  an 
amendment  to  provide  leverage  for  the 
U.S.  Trade  Representative  and  the  De- 
partment of  Commerce  to  obtain 
meaningful  access  for  U.S.  design,  con- 
struction, and  engineering  firms  to 
construction  projects  abroad. 

The  legislation  I  am  introducing 
would  apply  a  stringent  "Buy  Amer- 
ica" rule  to  airports  funded  by  the  Air- 
port and  Airway  Improvement  Act  of 
1982  for  constructors  and  products 
purchased  under  Government  con- 
tracts. However,  it  permits  an  excep- 
tion, if  the  Secretary  of  Transporta- 
tion, in  consultation  with  USTR,  de- 
termines that: 
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First,  the  country  of  origin  of  the 
products  or  the  bidder  is  offering  fair 
reciprocity  in  access  to  public  or  sub- 
stantially publicly  funded  construction 
projects; 

Second,  the  public  interest  would 
not  otherwise  be  served; 

Third,  the  products  are  not  pro- 
duced in  the  United  States;  or 

Fourth,  exclusion  of  foreign  goods  or 
contractors  would  raise  cost  by  50  per- 
cent. 

This  legislation  is  essential  to  pro- 
vide USTR  and  the  Department  of 
Commerce  with  the  leverage  necessary 
to  gain  access  for  United  States  firms 
in  the  Japanese  market.  This  legisla- 
tion is  balanced.  It  gives  the  adminis- 
tration the  tools  it  needs  to  open  the 
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Japanese  market  but  it  also  gives 
needed  discretion. 

No  honest  firm  need  be  affected  by 
this  legislation.  It  only  applies  to 
those  foreign  firms  which  are  receiv- 
ing an  unfair  competitive  advantage 
from  a  closed  home  market.  If  you  are 
not  discriminating  against  American 
firms,  there  is  no  need  to  worry. 

Mr.  President,  the  Federal  Aviation 
Administration  plans  to  spend  some 
$11  billion  over  the  next  decade  on  the 
rehabilitation  of  American  airports. 

My  amendment  set  forth  a  chal- 
lenge: Either  cease  unfair  trade  prac- 
tices against  American  companies  or 
forego  participation  in  this  project. 
The  choice  is  simple. 

Finally,  Mr.  President,  when  my 
amendment  circulates  this  afternoon, 
I  hope  all  my  colleagues  can  support 
it. 

The  PRESIDING  OFFICER  (Mr. 
Hattield).  The  Senator's  time  has  ex- 
pired. 


ROUTINE  MORNING  BUSINESS 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  there  will  now  be  a 
period  for  the  transaction  of  routine 
morning  business  not  to  extend 
beyond  the  hour  of  10:30  a.m.,  with 
statements  therein  limited  to  5  min- 
utes each. 


CONGRATULATIONS  WEIRTON 

Mr.  LONG.  Mr.  President,  today 
marks  the  3d  anniversary  of  a  very 
special  date  in  West  Virginia.  The  100- 
percent  employee  buyout  of  the  Weir- 
ton  Steel  Division  of  National  Steel. 

Three  years  ago  today,  the  final 
papers  were  signed  establishing  an  em- 
ployee stock  ownership  plan  [ESOP] 
as  the  financing  technique  utilized  to 
accomplish  this  historic  feat.  Since 
that  time,  the  independent  Weirton 
Steel  Co.  has  not  only  survived  but 
thrived.  Like  all  steel  producers,  they 
are  struggling,  but  they  are  facing  far 
better  than  most,  logging  quarter  after 
quarter  profitability. 

Under  the  buyout  agreement,  once 
the  company  reached  $100  million  in 
net  worth,  employees  would  begin 
sharing  in  profits  in  order  to  recoup  a 
portion  of  the  wage  cuts  necessary  to 
make  their  buyout  feasible.  That 
benchmark  was  reached  at  the  end  of 
the  second  year,  and  in  March  1986, 
8,400  employees  shared  one-third 
($20.8  million)  of  their  company's 
profits.  Weirton's  employee-owners 
will  share  in  one-half  of  the  profits 
when  the  company's  net  worth 
reaches  $250  million. 

THE  SPIRIT  OP  WEIRTON 

Mr.  President,  several  factors  were 
intrumental  in  creating  this  success. 
ESOP  financing,  of  course,  played  a 
crucial  role.  But  that  is  only  a  part  of 
the  story.  The  real  key  to  Weirton's 
success  is  the  spirit  of  Weirton— the 


dedication  and  the  motivation  that 
these  people  have  shown,  their  con- 
cern and  genuine  commitment  to  ex- 
cellence has  been  the  real  secret. 

Robert  Loughhead,  Weirton's  far- 
sighted  and  innovative  president,  has 
also  been  a  determining  factor.  His 
management  team  provides  the  leader- 
ship and  the  personal  commitment  es- 
sential to  long-lasting  success.  Their 
willingness  to  implement  new  work 
systems  for  employee  participation  is 
making  Weirton  a  model  for  other  in- 
dustries struggling  to  find  a  manage- 
ment style  capable  of  evoking  the  best 
that  a  company  has  to  offer. 

Working  hand  in  hand  with  the  in- 
dependent steelworker's  union,  Weir- 
ton is  emerging  as  a  leader  in  labor- 
management  relations.  By  recognizing 
the  dignity  of  each  person,  and  by 
working  toward  a  management  sys- 
tems that  enables  each  employee  to 
make  the  fullest  possible  use  of  his  or 
her  capabilities,  Weirton  Steel  Co.  has 
become  a  leader  in  the  pursuit  of  ex- 
cellence. 

Mr.  President,  Weirton  Steel  Co. 
represents  more  than  just  a  commer- 
cial success.  Make  no  mistake,  that  is 
important,  and  everyone  involved- 
workers,  supervisors,  managers— every- 
one has  the  right  to  be  justly  proud. 
Yet  the  spirit  of  Weirton  expands  well 
beyond  the  Weirton  work  force.  That 
spirit  includes  the  entire  community 
of  Weirton,  plus  surrounding  commu- 
nities in  Ohio  and  Pennsylvania.  The 
success  of  Weirton  represents  the  suc- 
cess of  that  entire  valley;  the  spirit  of 
Weirton  is  the  spirit  of  a  people  who 
pulled  together  and  have  become 
stronger  for  the  adverserity  they 
weathered  together. 

That  success  is  measured  in  several 
ways.  Profitability  is  an  important 
measure,  and  on  that  score,  Weirton 
Steel  Co.  is  an  industry  leader.  Success 
is  also  measured  by  the  number  of 
jobs  saved.  I  am  happy  to  report  that 
100  percent  employee-owned  Weirton 
Steel  Co.  recently  rehired  the  last  em- 
ployee still  holding  recall  rights.  Thus, 
they  are  now  back  up  to  a  work  force 
in  excess  of  8,500,  and  new  hires  will 
be  from  those  who  have  never  before 
worked  at  Weirton  Steel. 

Yet  those  are  only  the  tangible  signs 
of  success;  that  is  the  kind  of  success 
every  community  hopes  for  and  works 
for.  But  Weirton  has  gone  beyond 
that.  To  their  economic  success,  they 
have  added  a  new  ingredient,  an  ingre- 
dient that  makes  their  economic  suc- 
cess all  the  sweeter. 

That  success  is  measured  not  by 
their  profitability,  nor  by  the  size  of 
their  payroll,  but  by  a  new-found 
spirit  of  community  and  commitment 
shared  by  those  who  have  pulled  to- 
gether to  create  a  success  they  all  can 
share.  This  type  of  success  is  not  the 
kind  you  can  spend;  that  type  of  suc- 
cess is  fleeting  and  monetary. 


The  success  being  created  at  Weir- 
ton is  a  type  that  will  endure.  It  is  the 
success  of  a  new-found  hope,  of  a 
shared  sense  of  responsibility,  of  a  re- 
kindled spirit  of  shared  purpose— in 
short,  it  is  a  success  that  is  felt  not  so 
much  in  the  pocketbook  as  in  the 
heart. 

That  is  the  success  I  know  other 
Senators  join  me  in  saluting.  That  is 
the  success  that  will  be  most  remem- 
bered. That  is  the  success  this  remark- 
able community  is  creating.  That  is 
the  spirit  of  Weirton. 


STRONG  SUPPORT  FOR  TAX 
REFORM 

Mr.  BRADLEY.  Mr.  President,  today 
a  number  of  groups  joined  Senator 
Kennedy,  Congressman  Charles 
Rangel,  Congresswoman  Barbara 
Kennelly,  and  me  in  urging  prompt 
approval  of  the  conference  report  on 
the  Tax  Reform  Act  of  1986.  Excellent 
statements  were  made  by  the  Chil- 
dren's Defense  Fund,  Common  Cause, 
the  American  Association  of  Retired 
Persons,  the  Center  for  Budget  and 
Policy  Priorities,  the  League  of 
Women  Voters,  the  Citizens  for  Tax 
Justice,  and  the  Coalition  on  Women 
and  Taxes.  I  would  like  to  share  their 
comments  with  my  colleagues  and  ask 
that  their  statements  be  printed  in  the 
Record. 

The  statements  follow: 

September  19,  1986. 

Dear  Senator:  The  undersigned  national 
organizations  strongly  urge  your  support  for 
the  conference  agreement  on  the  Tax 
Reform  Act  of  1986. 

We  actively  support  the  tax  agreement  as 
one  of  the  most  important  pieces  of  legisla- 
tion in  years  for  low  and  moderate  income 
families  and  elderly  Individuals.  Among  the 
reasons  for  our  support,  the  bill: 

Raises  the  tax  thresholds  substantially, 
thereby  removing  6  milhon  low  income 
households  and  700,000  elderly  individuals 
from  the  federal  tax  rolls,  and  reduces  the 
tax  burdens  of  at  least  an  additional  5  mil- 
lion lower  income  households  substantially; 

Improves  the  progressivity  of  the  income 
tax  system  as  a  whole:  although  the  average 
taxpayer  in  every  income  class  will  have 
their  taxes  reduced,  the  percentage  reduc- 
tions are  much  greater  for  those  with  low 
and  moderate  incomes  than  for  the  wealthy. 
The  result  is  that  the  share  of  the  total  in- 
dividual income  tax  burden  goes  down  for 
all  income  classes  below  $50,000  a  year  but 
goes  up  for  all  income  classes  above  this 
level. 

The  bill  restores  fairness  and  balance  to 
the  federal  tax  code  which  benefits  all 
Americans. 

We  urge  you  to  vote  for  the  conference 
agreement. 

Sincerely, 
Cyril  Brickfield,  Executive  Director, 
-  AARP:  Marian  Wright  Edelman,  Presi- 
dent, Children's  Defense  Fund;  Art 
Simon,  President,  Bread  for  the 
World:  Barry  Zigas,  President.  Nation- 
al Low  Income  Housing  Coalition; 
Fred  Werthelmer,  President,  Common 
Cause;  Robert  Greenstein,  Executive 
Director,  Center  on  Budget  and  Policy 
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Priorities;  Robert  S.  Mclntyre,  Direc- 
tor, Federal  Tax  Policy,  Citizens  for 
Tax  Justice;  and  Nancy  N.  Neuman. 
President,  League  of  Women  Voters  of 
the  United  States. 

COAunoM  OR  Women  aits  Taxes  on  Tax 
Retorii 

"The  tax  reform  bill  adopted  by  the  Con- 
ference Committee  is  a  victory  for  women  in 
all  kinds  of  families,"  said  Nancy  Duff 
Campbell,  Chair  of  the  Coalition  on  Women 
and  Taxes,  "and  we  are  urging  senators  and 
representatives  to  vote  for  final  passage  of 
this  sweeping  measure." 

"The  bill  responds  to  the  needs  of  the 
many  families  that  are  headed  by  single 
parents  or  contain  two  earners  and  also  re- 
sponds to  the  needs  of  more  traditional  one- 
earner,  two-parent  families.  It's  a  good  mix 
of  recognizing  the  differences  in  families 
and  treating  them  all  more  fairly,"  Camp- 
bell continued. 

Under  the  final  bill,  women  and  their  fam- 
ilies will  gain  because: 

The  bill  cuts  taxes  at  all  income  levels, 
with  the  largest  percentage  tax  cuts  going 
to  low  and  moderate  income  taxpayers, 
many  of  whom  are  women; 

The  bill  raises  the  tax  threshold  for  most 
taxpayers  above  the  poverty  level  through 
the  higher  personal  exemption,  increased 
standard  deductions,  and  a  greatly  improved 
Earned  Income  Tax  Credit  for  low  income 
workers  with  children.  This  is  extremely  im- 
portant because  women  and  children  are 
three  fourths  of  our  nation's  poor; 

The  bill  raises  the  tax  threshold  for  elder- 
ly taxpayers  further  above  the  poverty  level 
than  under  current  law,  through  the  addi- 
tional standard  deduction  for  the  elderly 
and  blind.  The  increased  additional  stand- 
ard deduction  for  single  elderly  taxpayers  is 
particularly  helpful  to  women,  who  are  over 
71%  of  the  elderly  poor; 

The  bUl  makes  the  standard  deduction  for 
single  heads  of  household  significantly 
higher  and  closer  to  that  for  married  cou- 
ples, reducing  the  serious  inequity  between 
the  taxes  paid  by  heads  of  household  (the 
overwhelming  majority  of  whom  are 
women)  and  married  couples  with  the  same 
income  and  family  size; 

The  bill  retains  the  dependent  care  tax 
credit  targeted  to  low  and  moderate  Income 
taxpayers  and  exempts  employer-provided 
dependent  care  assistance  up  to  $5,000  from 
taxation.  The  majority  of  our  nation's  fami- 
lies are  maintained  by  single  parents  or  two- 
earner  couples,  many  of  whom  must  incur 
these  expenses  to  work; 

The  bill  expands  pension  protection  for 
women  by  improvements  in  vesting,  integra- 
tion, and  coverage  requirements  for  tax-fa- 
vored retirement  plans. 

The  Coalition  on  Women  and  Taxes  is  a 
diverse  group  of  over  thirty-five  women's, 
children's,  religious,  aging,  civil  rights  and 
civic  organizations  which  has  worked  to- 
gether over  the  past  year  and  a  half  to 
ensure  that  tax  reform  is  responsive  to 
women's  needs  concerns.  Participating  orga- 
nizations endorsing  H.R.  3838  include: 

American  Association  of  Retired  Persons 

American  Association  of  University 
Women 

American  Baptist  Churches,  USA 

Americans  for  Democratic  Action 

American  Ethical  Union 

American  Nurses  Association 

Association  of  Junior  Leagues,  Inc. 

BPW/USA 

Center  for  Budget  and  Policy  Priorities 

Center  for  Law  and  Social  Policy 


Center  for  Women  Policy  Studies 

Children's  Defense  Fund 

Children's  Foundation 

Church  Women  United 

Church  of  the  Brethren 

Divorce  Taxation  Education,  Inc. 

League  of  Women  Voters  of  the  United 
SUtes 

Mexican  American  Legal  Defense  and 
Education  Fund 

NOW  Legal  Defense  and  Education  Fund 

National  Black  Child  Development  Insti- 
tute 

National  Council  of  Senior  Citizens 

National  Women's  Law  Center 

National  Women's  Political  Caucus 

Older  Women's  League 

Parents  Without  Partners 

Pension  Rights  Center 

Public  Citizen 

The  Religious  Network  for  Equality  for 
Women  (RNEW) 

United  Church  of  Christ,  Office  for 
Church  in  Society 

General  Board  of  Church  and  Society, 
United  States  Methodist  Church 

Villers  Advocacy  Associates 

Washington  Lawyers  Committee  for  Civil 
Rights 

Wider  Opportunities  for  Women 

Women's  Equity  Action  League 

Women's  Legal  Defense  Fund 

Women's  Technical  Assistance  Project 

YWCA  of  the  USA,  National  Board 

Statement  of  Grant  P.  Thompson,  Execu- 
tive Director,  League  of  Wobien  Voters 

OF  the  United  States 

Today  we  stand  on  the  brink  of  a  great 
victory  for  the  American  taxpayer.  But  fail- 
ure and  defeat  are  also  possible.  The  League 
of  Women  Voters  comes  before  Congress 
and  the  nation  today  to  call  for  passage  of 
comprehensive  tax  reform. 

The  choices  are  easy: 

Who  needs  protection  the  most:  The 
single  parent  struggling  to  make  ends  meet 
or  the  millionaire  pleading  to  protect  a  real- 
estate  tax  shelter? 

Whom  does  Congress  represent:  The 
middle-income  taxpayer  who  feels  cheated 
every  April  15th  or  the  wealthy  taxpayer 
whose  lawyers  and  CPAs  make  April  15th 
just  another  day  for  a  three-martini  lunch? 

What  does  this  country  need:  £k:onomic 
efficiency  and  fair  taxation  of  business  prof- 
its or  special  loopholes  that  warp  economic 
and  business  decisions? 

The  choice  is  clear.  Our  members,  located 
in  every  congressional  district  in  America 
have  studied  the  issues,  considered  the  al- 
ternatives, and  spoken  clearly  and  strongly. 
Our  members— along  with  millions  of  con- 
cerned citizens  and  hundreds  of  organiza- 
tions, some  of  whom  are  represented  here 
today— support  the  good  work  of  members 
of  Congress  to  achieve  the  goals  of  tax 
reform. 

Tax  reform  has  confounded  the  experts, 
fooled  the  skeptics  and  bamboozled  the  spe- 
cial interest  lobbyists.  It  closes  loopholes, 
eases  unfair  burdens  on  the  poor,  treats 
middle-income  taxpayers  equitably,  and 
makes  businesses  and  the  superrich  ante  up 
their  share. 

On  behalf  of  League  members  every- 
where, I  want  to  thank  Senators  Bradley 
and  Kennedy  and  Congressman  Rangel  for 
their  vision  and  perseverance.  Their  efforts, 
together  with  the  work  of  many  others  in 
the  House  and  Senate,  have  brought  tax 
reform  within  reach. 

All  that  remains  is  for  other  members  of 
Congress  to  look  up,  see  what  the  Azr^rican 


people  are  saying,  then  vote  for  ^inal  pas- 
sage of  tax  reform. 

It's  time  to  make  tax  history:  League 
members  everywhere  are  watching. 

Statement   of   Marian   Wright   Edelman, 

President,  Children's  Defense  Fund,  oh 

Tax  Reform  Act  of  1986 

Support  for  American  families  and  their 
children  is  too  often  long  on  rhetoric,  and 
short  on  positive  action.  But  the  Tax 
Reform  Act  of  1986  is  different.  It  is  one  of 
the  most  beneficial  pieces  of  legislation  in 
decades  for  America's  families— especially 
our  most  vulnerable  working  families  and 
their  children. 

This  historic  legislation  provides  impor- 
tant tax  relief  and  assistance  to  all  types  of 
families  with  children— traditional  two 
parent  families  and  single  parent  families, 
large  families  and  small  families. 

Low-income  working  families  with  chil- 
dren—many headed  by  women— have  a  criti- 
cal stake  in  the  passage  of  the  Tax  Reform 
bill.  A  mother  working  hard  at  poverty  level 
wages  to  support  her  two  children  will  gain 
over  $1,000  in  income  in  1988  if  this  bill  is 
enacted.  If  it  fails,  she  and  many  other  low- 
income  working  parents  struggling  to  main- 
tain their  independence  and  self-sufficiency 
will  continue  to  pay  10  percent  or  more  of 
their  meager  income  in  federal  taxes. 

We  all  want  low  income  families  to  work. 
The  Tax  Bill  provides  these  families  with 
substantially  increased  income  absolutely 
essential  for  the  support  of  their  children. 
The  important  expansion  of  the  Personal 
Exemption  and  the  Standard  Deduction  will 
once  again  exempt  poverty  level  working 
families  from  federal  income  taxes.  The 
major  improvement  in  the  Earned  Income 
Tax  Credit  will  offset  a  portion  of  the  Social 
Security  tax  burden  for  millions  of  working 
PKKjr  families  with  children. 

We  understand  that  every  community  and 
interest  group  can  find  something  in  the 
Tax  BiU  to  oppose— the  oil  and  gas  Interests, 
real  estate  interests,  federal  retirees,  private 
universities,  and  others.  Yet  we  must  not 
ignore  the  overriding  benefit  of  the  Tax 
Reform  bill  for  families  with  children.  It  is 
in  our  national  interest  to  restore  the  Amer- 
ican family  to  the  cornerstone  of  our  federal 
tax  system,  and  remove  the  anti-child,  anti- 
family  bias  that  has  required  our  poorest 
working  families  to  pay  a  scandalous 
amount  of  their  income  in  federal  taxes, 
while  allowing  many  multi-billion  dollar  cor- 
porations to  pay  nothing— not  one  dime  in 
federal  income  taxes. 

It  is  for  this  reason  that  the  Children's 
Defense  Fund  joins  with  many,  many  others 
in  applauding  the  work  of  the  House-Senate 
Conference  Committee,  its  co-chairs  Sena- 
tor Packwood  and  Representative  Rosten- 
kowski,  as  well  as  Senator  Bradley.  Senator 
Kennedy,  Representative  Rangel  and  Rep- 
resentative KenneUy  for  their  courageous 
efforts  to  reform  our  federal  tax  system  in  a 
fair  and  responsible  manner. 

The  Tax  Reform  Act  of  1986  is  a  critical 
pro-family  measure,  an  essential  anti-pover- 
ty measure,  and  a  measure  that  adds  a  vital 
element  of  fairness  and  justice  to  our 
system  of  government.  We  urge  all  Members 
of  Congress  concerned  about  families  and 
children  to  pledge  their  strong  support  for 
this  legislation. 
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PiHAL  Tax  RsroRii  Bill  Bettkr  for  Work- 
mc  Poor  Families  Than  House  or  Senate 
VnsiONS.  New  Study  Finds 
The  tax  reform  bill  going  later  this  month 
to  the  House  and  Senate  noors  would  pro- 
vide greater  relief  for  low  income  families 
with  children  than  would  either  the  original 
House  or  Senate  versions  of  the  bill,  accord- 
ing to  a  new  analysis  issued  today  by  the 
Center  on  Budget  and  Policy  Priorities. 

The  bill  worked  out  in  a  House-Senate 
conference  in  August  reduces  tax  burdens 
for  low  income  families  by  more  than  $5  bil- 
lion a  year,  cutting  federal  tax  burdens  by 
$1,057  for  a  married  family  of  four  with 
earnings  at  the  poverty  line  and  by  $1,207 
for  a  single-parent  family  of  four  at  the  pov- 
erty line,  the  Center  said.  For  these  fami- 
lies, the  bill  raises  aftertax  income  about  10 
percent  (all  figures  are  for  tax  liabilities  for 
1988.  the  first  year  the  bill's  low  income  pro- 
visions are  fully  effective). 

The  bill  also  raises  the  income  level  at 
which  a  four-person  family  starts  owing 
income  tax  from  $9,750  in  1988  under  cur- 
rent law  (more  than  $2,000  below  the  pover- 
ty line)  to  $15,060.  By  raising  the  tax 
thresholds  substantially,  the  bill  removes 
six  million  low  income  households  from  the 
federal  income  tax  rolls.  At  least  five  million 
additional  lower  income  households  would 
receive  significant  tax  cuts,  the  Center 
foimd. 

"Our  analysis  indicates  that  this  bill  is 
more  beneficial  for  low  income  working 
families  than  any  other  piece  of  legislation 
we  have  seen— or  are  likely  to  see  again— for 
a  number  of  years."  said  Robert  Greenstein. 
the  Center's  director.  "Those  concerned 
with  the  economic  sUtus  of  working  poor 
families  ought  to  be  leading  the  charge  for 
the  bUl.  " 

One  of  the  most  striking  features  of  the 
bill,  the  Center  reported,  is  the  extensive 
relief  it  gives  poor  families  from  Social  Se- 
ciuity  payroll  tax  burdens,  as  well  as  income 
tax  burdens.  In  addition  to  removing  income 
tax  liabilities  for  virtually  all  families  with 
children  who  have  incomes  below  the  pover- 
ty line,  the  bill  also  offsets  50  to  100  percent 
of  the  payroll  tax  burden  for  the  vast  ma- 
jority of  these  families.  The  bill  achieves 
this  by  greatly  enlarging  the  earned  income 
tax  credit.  (Low  income  families  whose 
earned  income  credit  exceeds  their  income 
tax  liability  receive  a  refund  for  the  remain- 
ing value  of  their  credit;  these  refunds  are 
designed  to  help  offset  rising  Social  Securi- 
ty tax  burdens  on  low  income  working  fami- 
lies.) 

The  Center's  analysis  also  addresses  the 
issue  of  whether  the  bill  is  more  progressive 
than  the  current  tax  code,  funding  that  the 
issue  is  settled  by  new  data  from  the  Con- 
gressional Joint  Committee  on  Taxation. 
The  data  show  that  while  average  Uxpayers 
in  every  income  bracket  would  receive  a  tax 
cut,  taxpayers  with  incomes  below  $50,000  a 
year  would  pay  a  smaller  share  of  total  indi- 
vidual income  tax  collections  than  they  do 
now.  Taxpayers  with  incomes  above  $50,000 
would  shoulder  a  larger  share  of  the  individ- 
ual income  tax  burden. 

Examining  specific  types  of  low  income 
families,  the  analysis  finds  that  a  married 
famUy  of  four  with  earnings  at  the  poverty 
line  ($11,937  in  1988)  would  owe  $1,302  in 
federal  income  and  payroll  tax  in  1988 
under  current  law,  but  $245  under  the  tax 
reform  bill. 

For  single-parent  families— whose  tax  bur- 
dens are  now  higher  than  those  of  married 
families  with  the  same  level  of  income— the 
bill  provides  even  greater  relief.  A  single- 


parent  family  of  four  with  earnings  at  the 
poverty  line  would  owe  $1,452  in  income  and 
payroll  taxes  in  1988  under  current  law.  but 
$245  under  the  new  bill. 

A  married  family  of  four  with  earnings  of 
$15,000  would  receive  an  $826  tax  reduction, 
while  a  single-parent  family  of  four  earning 
$15,000  would  receive  a  $929  tax  reduction. 

For  most  of  these  families,  the  tax  relief  is 
greater  under  the  conference  bill  than 
under  either  the  House  or  Senate  bills  be- 
cause the  conference  bill  contains  a  larger 
earned  income  tax  credit.  For  most  families 
with  chUdren  who  have  incomes  between 
$5,700  and  $16,000,  the  tax  cut  is  approxi- 
mately $100  larger  under  the  final  bill  than 
under  the  House  bill.  Most  families  with 
children  who  fall  into  the  $5,700  to  $9,000 
income  would  receive  $100  more  in  relief 
than  under  the  Senate  bill. 

While  the  final  bill  is  more  generous  to 
the  working  poor  than  the  House  and 
Senate  bills  were,  it  is  much  less  beneficial 
to  the  wealthy.  The  average  tax  cut  for  the 
very  wealthy— those  with  incomes  exceeding 
$200,000  a  year— is  less  than  half  as  large 
under  the  final  bill  as  under  the  House  and 
Senate  bills,  the  Center's  analysis  found. 

Conference  Agreement  on  Tax  Reform  of 

Major  Benefit  to  Working  Poor 
The  tax  reform  bill  reported  by  the  Con- 
ference Committee  targets  well  over  $5  bil- 
lion a  year  in  tax  relief  to  low  income  work- 
ers. No  other  legislation  enacted  by  Con- 
gress in  the  past  decade  has  transferred 
nearly  this  much  money  to  low  income 
Americans. 

The  conference  agreement  provides  great- 
er relief  to  many  low  income  working  fami- 
lies with  children  than  did  either  the  Senate 
or  the  House  bill  (and  far  more  than  the 
Administration  proposal).  In  terms  of  its 
impact  on  low  income  families  with  chil- 
dren, the  conference  agreement  is  unequivo- 
cally better  than  either  the  House  bill  or 
the  Senate  bill. 

The  conference  agreement  permanently 
removes  most  families  whose  incomes  fall 
below  the  poverty  line  from  federal  income 
tax  rolls.  Moreover,  the  vast  majority  of 
families  with  children  who  have  incomes 
t>elow  the  poverty  line  wUl  have  50  to  100 
percent  of  their  Social  Security  payroll  tax 
burden  offset. 

Tax  reform  will  provide  a  family  of  four 
earning  poverty  level  wages  with  a  tax  cut 
of  more  than  $1,000,  an  amount  equal  to 
nearly  10  percent  of  this  family's  income. 

Approximately  six  million  families  would 
no  longer  owe  any  federal  income  tax,  and 
at  least  five  million  additional  low  income 
families  would  receive  significant  tax  reduc- 
tions. 

Finally,  new  data  from  the  Joint  Commit- 
tee on  Taxation  show  that  the  conference 
agreement  improves  the  progressiveness  of 
the  income  tax  system  as  a  whole.  Although 
the  average  taxpayer  in  every  income  class 
will  have  his  or  her  taxes  reduced,  the  per- 
centage reductions  are  much  greater  for 
those  with  low  and  moderate  incomes  than 
for  the  wealthy.  The  result  is  that  the  share 
of  the  total  individual  income  tax  burden 
goes  down  for  all  income  classes  below 
$50,000  a  year  but  goes  up  for  all  income 
classes  at>ove  that  level. 

BIG  GAINS  for  WORKING  POOR 

Unless  tax  reform  is  enacted  into  law.  a 
family  of  four  with  earnings  equal  to  the 
poverty  line— earning  less  than  $12,000  a 


year— would  pay  $1,302  '  (nearly  11  percent 
of  its  income)  in  federal  income  and  payroll 
taxes  in  1988.' 

This  level  is  far  above  the  level  of  the  late 
seventies.  For  example,  this  same  family 
would  have  paid  $269  (four  percent  of  its 
income)  in  total  federal  taxes  a  decade  earli- 
er, in  1978,  and  less  than  $200  (two  percent 
of  income)  in  1979. 

The  conference  agreement  would  provide 
this  family  with  a  tax  cut  of  more  than 
$1,000,  reducing  its  federal  tax  burden  from 
$1,302  to  $245  (2.1  percent  of  the  family's 
income).  This  represents  a  tax  cut  of  more 
than  80  percent.  More  than  two-thirds  of 
this  family's  Social  Security  payroll  tax 
would  be  offset.  (Low  income  families  whose 
Earned  Income  Tax  Credit  (EITC)  exceeds 
their  income  tax  liabUity  receive  refunds 
from  the  Treasury  for  the  remaining  value 
of  the  credit.  These  refunds  are  designed  to 
offset  the  Social  Security  payroll  tax.) 

For  working  poor  families  with  slightly 
higher  income  levels,  the  reductions  are  also 
significant. 

A  family  of  four  with  an  income  of  $15,000 
would  have  its  federal  taxes  reduced  by 
$826. 

Further,  the  agreement  would  return  the 
tax  threshold— the  point  at  which  families 
begin  to  owe  federal  income  taxes— to  a 
point  above  the  poverty  line. 

In  recent  years  the  tax  threshold  has 
fallen  so  that  by  1988  a  family  of  four 
whose  income  was  only  $9,750  (over  $2,180 
below  the  poverty  line— a  new  low)  would 
owe  federal  income  taxes. 

By  contrast,  if  passed  into  law,  the  confer- 
ence agreement  would  raise  the  threshold 
by  more  than  $5,300  and  would  insure  that 
a  family  of  four  could  earn  $15,060  (more 
than  125  percent  of  the  poverty  level) 
before  it  began  to  owe  federal  income  taxes. 
This  level  would  rise  in  future  years  at  the 
same  rate  as  inflation,  and  the  threshold 
would  remain  constant  relative  to  the  pover- 
ty line.  As  a  result,  poor  families  would 
never  again  be  thrown  onto  the  tax  rolls  by 
inflation. 

Because  it  narrows  the  gap  between  the 
tax  treatment  of  single  heads  of  households 
and  married  couples,  this  bill  provides  even 
greater  relief  for  single  heads  of  house- 
holds. 

A  single  parent  with  three  children  and 
earnings  equal  to  the  poverty  line  would 
have  her  combined  federal  income  and  pay- 
roll taxes  reduced  by  over  $1,200  from 
$1,452  to  $245— a  cut  of  83  percent.  This  is 
equal  to  more  than  10  percent  of  this  fami- 
ly's annual  income. 

This  family  would  pay  no  federal  income 
tax  and  would  have  the  equivalent  of  more 
than  seventy  percent  of  its  federal  payroll 
taxes  refunded  to  it. 

Similarly,  a  single  parent  with  one  child 
earning  poverty  level  wages  would  see  her 
taxes  reduced  by  $758,  for  a  rise  in  after-tax 
family  income  of  exactly  10  percent.  This 
family  would,  in  effect,  pay  no  federal 
income  tax  and  no  federal  payroll  tax. 

Even  a  single  parent  with  three  children 
with  earnings  of  $20,000  a  year  would  re- 
ceive a  tax  cut  of  over  $700. 
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'  The  numbei^  in  this  analysis  replace  earlier  pro- 
jections and  incorporate  both  the  changes  agreed 
to  by  the  conference  committee  and  the  latest  in- 
flation estimates  of  Congressional  Budget  Office. 

» 1988  is  the  first  year  the  provisions  of  the  tax 
reform  bill  would  be  fully  effective. 
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TAX  BILL  EQUIVALENT  TO  A  1 0-PERCENT  RAISE 
rOR  MANY  WORKING  POOR  FAMILIES 

These  gains  are  very  significant.  Many 
working  poor  families  will  see  their  after- 
tax incomes  rise  by  as  much  as  10  percent, 
resulting  in  a  subsantial  Improvement  in 
their  economic  condition. 

GAINS  IN  AFTER-TAX  INCOME  FOR  POVERTY-LEVEL  FAMILIES 
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COMPARISON  TO  ROUSE  AND  SENATE  BILLS 

Low  income  worlung  families  with  chil- 
dren (in  certain  income  ranges)  will  receive 
a  $100  larger  Earned  Income  Tax  Credit 
(EITC)  under  the  conference  agreement 
than  they  would  have  received  under  either 
the  House  or  Senate  passed  versions  of  tax 
reform.  (The  credit  is  $100  larger  than  the 
House  bill  for  those  families  with  incomes 
between  $5,700  and  $16,000  and  $100  larger 
than  the  Senate  bill  for  those  families  with 
incomes  between  $5,700  and  $9,000.)  As  a 
result,  the  large  majority  of  poverty-level 
families  will  receive  a  refund  that  is  $100 
greater  under  the  conference  bill  than  they 
would  have  under  the  House  bill  and  a  sig- 
nificant number  of  poor  families  will  receive 
an  additional  $100  in  tax  relief  beyond  what 
they  would  have  received  from  the  Senate 
bill. 

Interestingly,  while  the  conference  agree- 
ment is  better  than  either  bill  for  those 
with  low  Incomes,  and  is  the  same  or  better 
for  the  average  middle  income  family,  it 
provides  far  less  of  a  tax  cut  to  the  wealthy 
than  did  either  previous  bill. 


PERCENT  CHANGE  IN  INCOME  TAX  LIABILITY 
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ROUSING 

The  treatment  of  low  income  housing  in 
the  conference  agreement  is  a  major  step 
forward  and  represents  a  significant  im- 
provement over  both  the  House  and  Senate 
bills  and  over  current  law. 

The  new  low-income  housing  credit  is 
deeply  targeted,  assuring  that  tax  assisted 
low-income  housing  goes  to  those  most  in 
need. 

The  relative  position  of  low  income  hous- 
ing to  other  tax-advantaged  investment 
(and  particularly  to  other  real-estate  invest- 
ment) is  much  improved. 


The  projects  encouraged  by  the  credit  will 
tend  to  be  smaller  scale,  and  have  greater 
involvement  of  community  groups— exactly 
the  type  of  project  most  recommended  by 
advocates  of  low-income  housing. 


Statement  op  Common  Cause  President 
Pred  Wertheimer  in  Support  or  Tax 
Reporm  Conference  Report. 

Common  Cause  is  pleased  to  join  in  offer- 
ing our  strong  support  for  the  historic  tax 
reform  legislation  about  to  be  considered  by 
Congress. 

For  decades  citizens— with  good  cause- 
have  grown  increasingly  skeptical  about  our 
tax  system  and  the  way  it  treats  the  average 
taxpayer.  Special  tax  preferences  benefit- 
ting particular  groups  have  grown  in  costs, 
from  $37  billion  in  1967  to  more  than  $400 
billion  today.  As  these  special  preferences 
have  dramatically  increased,  the  tax  system 
has  grown  more  and  more  unfair. 

Now  Members  of  Congress  are  facing  a 
once  in  a  lifetime  opportunity  to  restore 
fairness  and  fundamentally  improve  our  tax 
system. 

Any  Member  of  Congress  who  votes 
against  the  pending  tax  bill  will  be  voting 
against  restricting  dozens  of  loopholes  that 
benefit  powerful  interest  groups  at  the  ex- 
pense of  the  average  taxpayer. 

Any  Member  of  Congress  who  votes 
against  this  tax  bill  will  be  voting  to  deny 
tax  relief  to  those  who  most  need  it,  the 
lowest  income  earners  in  our  society. 

Any  Member  of  Congress  who  votes 
against  this  tax  bill  will  be  voting  against  re- 
quiring taxes  to  be  paid  by  those  wealthy  in- 
dividuals and  profitable  corporations  who 
have  avoided  paying  any  share  of  the  Na- 
tion's tax  burden. 

Any  Member  of  Congress  who  votes 
against  this  tax  bill  will  be  voting  against 
creating  a  new  tax  system  that  in  practice 
will  be  more  progressive,  not  less,  than  the 
present  system. 

Obviously  the  proposd  new  tax  bill  is  not 
perfect;  there  is  no  nirvana.  But  no  one 
should  misunderstand  what  is  at  stake  here. 
The  vote  on  the  pending  tax  reform  legisla- 
tion presents  Members  of  Congress  with  the 
clearest  opportunity  they  will  ever  get  to 
choose  between  the  general  interests  of  all 
taxpayers  and  the  various  special  interests 
of  some  taxpayers. 

There  are  some  who  claim  that  Americans 
won't  reaUy  care  about  this  choice.  We  be- 
lieve these  critics  are  dead  wrong  and  are 
missing  a  fundamental  point. 

Americans  do  care  about  basic  fairness  in 
the  tax  system.  They  do  care  about  some 
taxpayers  getting  special  tax  breaks  that  ev- 
eryone else  has  to  pay  for.  They  do  care 
about  taxpayers  who  can  most  afford  it  not 
paying  any  taxes  at  all. 

In  the  end  the  bottom  line  choice  for 
Members  of  Congress  is  very  clear.  Members 
can  vote  to  perpetuate  what  has  become  a 
nationally  discredited,  loophole-ridden, 
unfair  tax  system.  Or  they  can  vote  for  a 
new  start,  a  new  tax  system  with  far  fewer 
loopholes,  far  greater  equity,  and  far  better 
treatment  for  the  Nation's  lowest  income 
earners. 

Common  Cause  urges  Members  of  Con- 
gress to  reject  the  status  quo  and  vote  for 
the  future  by  supporting  the  pending  tax 
reform  conference  report. 


1988  TAXES  UNDER  CURRENT  lAW  AND  TAX  REFORM 
CONFERENCE  FOR  SINGLE  PARENT  FAMILY  OF  3  WITH 
INCOME  AT  1988  POVERTY  UNE 


Current  law 


Conterenoe 


Inconie 

Total _ __. 

Standard  deduction  (suMnd) 

TaiatHe  income 

Income  tax  katnlity 

Earned  income  tu  credtt  (sriitiict)* 

Total  income  lai 

.     $9,39300 
3.39000 

$9,39300 
5i50  00 

6.00300 
2.61000 

3,543.00 
4.40000 

3,393.00 

•-85700 

3«356 

19648 

000 
87200 

187  08 


-872  00 


'  (3  X  amount  for  personal  exematai) 
20r$000 

'  Earned  income  lai  credit  (ETTC)  s  determined  on  tomula  tased  on 
income  of  eligible  family. 


COMBINED  FEDERAL  TAXES  FOR  SINGLE  PARENT  FAMILY  OF 
3  UNDER  CURRENT  lAW  AND  TAX  CONFERENCE  REPORT 
IN  1988 

Amount/percent 


Compined  198jr  taxes  under  current  law 

($70541  S«ial  Security  la) 

($187  OS  Income  Tax) 

Percait  of  income _ 

Combined  1988  taxes  under  tax  conference  reporL 

($705  41  Social  Security  Tax) 

(-$872  00  Income  Tax) 

Percent  d  income    

Tax  sanngs  under  tax  conference  report 

($89249  +  J166  59) 


$(9249 


9.5 
-$16659 


-U 

$1.05908 


1988  TAXES  UNDER  CURRENT  LAW  AND  TAX  REFORM 
CONFERENCE  FOR  2  PARENT  FAMILY  OF  3  WITH  INCOME 
AT  1988  POVERTY  LINE 


Current  law 

Conference 
report 

Income 

Personal  exemptions  (subtract)' 

$9.39300 

3.390.00 

$9,393.00 
5.85000 

Total.  .           

6.00300 

3,86000 

2,14300 

3  54300 

Standard  deduction  (subtract) 

Taxable  income 

5.000.00 
'    1 457  00 

Income  tax  liabiMy 

Earned  income  tax  credH  (aMnd)' .    -. 

23573 

196,48 

000 
87200 

Total  income  tax     

39  25 

-872  00 

'  (3  K  amount  tor  personal  exemptio.-) 
^OSODO 

'Earned  income  tax  credit  (EITC)  is 
msme  of  eligible  lanuly. 

detentmed  on  formula  tiased  on 

COMBINED  FEDERAL  TAXES  FOR  2  PARENT  FAMILY  OF  3 
UNDER  CURRENT  LAW  AND  TAX  CONFERENCE  REPORT  IN 
1988 


Amount/percent 

Combined  1988  taxes  under  current  law 

$744.te 

($705  41  Social  Security  To) 
($3925  Income  Tax) 

Percwt  ol  income 

79 

Combined  1988  taxes  under  tax  conteience  report.... 

-$16659 

(J70541  Social  Security  Tax) 
(-$872  00  Income  Ta) 

Tax  savings  under  la  conference  iqnrt 

-1.8 
$911.25 

(J744  66  +  $16«59) 
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1988  TAXES  UNDER  CURRENT  LAW  AND  TAX  REFORM 
CONFERENCE  FOR  2  PARENT  FAMILY  OF  4  WITH  INCOME 
AT  1988  POVERTY  UNE 


The  PRESIDING  OFFICER  (Mrs. 
Hawkins).  Without  objection,  it  is  so 
ordered. 


Cwmtlw 

Confcftna 

report 

tMm 

Prai^  (MPCGB  (sMxt)  >....- 

J12.O41.0O 

......      4.52000 

tl2.04100 
7.80000 

leu                         

..„.      7,52100 

4,241.00 

cimM  MHin  fvMnct) 

.    .      3.86000 

5,000  00 

TaMMi  mm             

3.661  00 

"-759.00 

tnnttn  Mity 

415.72 
000 

41572 

000 

Eaw)  mm  m  cndU  (aMnd)  ' 

low  tarn  \*L 

64890 
-64890 

•drtOOO 
>E«md  aome  tii  cndM  (EITC) 
mm*  


s  M«iiiimd  on  fonmiU  based  on 


COMBINED  FEDERAL  TAXES  FOR  2  PARENT  FAMILY  OF  4 
UNDER  CURRENT  LAW  AND  TAX  CONFERENCE  REPORT  IN 
1988 


Amount/pCfCHit 

Contm)  1988  tties  undB  ajrait  Iw — 

$1,32000 

(J904  28  Socm  Seomly  Tu) 
(V415  72  iKane  Tu) 

ta^nl  of  ncofiK 

110 

Cortmt  1388  txK  under  tj>  coilmMi  report 

J25538 

(S904  23  Sorial  Security  Tu) 
( -  $648  90  inonne  tax) 

F^^nt  flf  mrmtf 

2.1 

$1.06462 

($U20.0O-C55.38) 

RELATIONSHIP  BETWEEN  POVERTY  LEVEL  AND  INCOME  TAX 
THRESHOLD  FOR  A  FAMILY  OF  4, 1975-88 


*■          ^^  "Sd"  '^"«'" 

1975 5,500  6,692  (21.7) 

1976 5.815  6,892  (18.5) 

1977  6.191  7,533  (220) 

1978  6,662  7,533  131) 

1979  '.<12  8.626  (164) 

inO   8.414  8.626  (25) 

19gl 9.287  8.634  7  0 

1982 9.862  8,727  11.5 

19J3     10,178  8.783  13.7 

19»4       ; 10.612  8.783  17  2 

1985  (pcescm  Iw) 10.989  9.437  HI 

1988  preoAlw  '12.041  "9.763  "18.9 

1918  (U>  retom) "12,041  "15.092  "(25.0) 

>  ftitentMe  by  atiicti  tn  ttnsMd  tats  Wow  (exceeds)  ponerty  level 
"EitmaJed 

SoHCt    Federal  Ia>  Treatment  o<  InMuals  Bekw  Die  Porerty  IMI, 
JiomfS.  Jon(  (teMMtee  on  Tautni  line  1985. 


The  PRESIDING  OFFICER.  In  his 
capacity  as  the  Senator  from  Oregon, 
the  Chair  observes  the  lack  of  a 
quorum.  The  clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roU. 

D  HOC 

Mr.  SYMMS.  Madam  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 


CONCLUSION  OF  MORNING 
BUSINESS 

The  PRESIDING  OFFICER.  Morn- 
ing business  is  closed. 


FEDERAL-AID  HIGHWAY  ACT  OF 
1986 

Mr.  SYMMS.  Madam  President,  I 
would  like  to  armounce  to  my  col- 
leagues that  we  are  working  to  prepare 
a  unanimous-consent  agreement  so 
that  we  can  move  forward  with  respect 
to  the  highway  bill.  We  thought  we 
were  about  to  that  point  of  asking 
unanimous  consent  to  move  forward.  I 
am  not  asking  for  that  now  but  I 
would  like  to  announce  to  my  col- 
leagues what  we  are  proposing  to  do, 
and  we  think  we  have  worked  out  all 
of  the  difficulties  except  for  one,  is  to, 
in  a  few  minutes,  ask  unanimous  con- 
sent to  move  forward  with  the  consid- 
eration of  the  highway  bill,  with  the 
budget  waiver,  and  with  an  agreement 
that  no  amendment  altering  the 
method  for  distribution  of  the  mass 
transit  accounts  or  transferring  mass 
transit  accounts  to  the  highway  ac- 
count shall  be  in  order  and  no  amend- 
ment altering  the  distribution  from 
the  highway  account  shall  be  in  order. 
Then  we  would  hope  to  be  able  to  pro- 
ceed. 

We  hope  to  be  able  to  finish  the 
highway  bill  yet  today.  It  will  prob- 
ably take  us  several  hours  but  once  we 
get  on  the  bill  we  will  lay  out  the  pro- 
cedure. There  will  be  three  or  four 
controversial  amendments.  There  will 
be  Senators  who  have  projects  they 
will  wish  to  offer.  There  will  be  a 
project  amendment. 

I  believe  it  is  possible  to  do  this 
highway  bill  yet  today  and  complete 
action  on  it  yet  today. 

I  might  say  that  Chairman  Stafford 
is  here  on  the  floor  at  this  time.  We  do 
have  one  area  where  we  have  an  objec- 
tion which  has  been  raised  and  there 
are  a  couple  of  Senators  who  are  going 
to  meet  off  the  floor  to  try  to  work  out 
this  one  area  in  disagreement  so  that 
we  may  be  able  to  proceed  with  the 
unanimous-consent  agreement  in  a  few 
moments. 

I  will  be  happy  to  yield  to  the  distin- 
guished chairman  of  the  committee  if 
he  wishes  to  add  anything. 

Mr.  STAFFORD.  I  thank  the  Sena- 
tor for  yielding. 

I  believe  he  has  correctly  stated  our 
intention.  We  do  have  one  objection  to 
proceeding  that  we  need  to  iron  out. 
An  effort  will  be  made  now  to  see  if  we 
can  find  some  accommodation  which 
will  allow  us  to  get  unanimous  consent 
to  take  up  the  highway  bill  and  pro- 
ceed as  the  Senator  has  stated. 


D  1110 
SYMMS.    I    yield 


Mr. 
Madam  President. 


the    floor, 


PROCEDURAL  RESOLUTION  OF  HIGHWAY  BILL 
DISPUTE 

Mr.  DIXON.  Madam  President,  I 
want  to  take  this  opportimity  to  thank 
the  distinguished  chairman  of  the 
Transportation  Subcommittee  [Mr. 
Symhs],  the  distinguished  full  com- 
mittee chairman  [Mr.  Stafford],  my 
good  friend,  the  Senator  from  Texas 
[Mr.  Bentsen],  the  ranking  Democrat 
on  the  Environment  and  Public  Works 
Committee,  and  the  distinguished 
ranking  Democrat  on  the  Transporta- 
tion Subcommittee  [Mr.  Burdick],  for 
their  willingness  to  work  with  all  of  us 
who  have  been  concerned  about  the  85 
percent  amendment. 

I  think  the  agreement  reached  by 
our  staffs  yesterday  is  a  good  one.  It  is 
an  agreement  I  am  entirely  comforta- 
ble with.  I  imderstand  the  concerns 
motivating  this  amendment,  and  I 
deeply  appreciate  the  willingness  of 
the  sponsors  of  this  amendment  to 
forgo  their  opportunity  to  offer  it  to 
the  highway  bill. 

I  would  also  like  to  tell  them  that  I 
have  been  working  to  try  to  move  a 
substantial  portion  of  gas  tax  funding 
for  transit  to  the  formula  program, 
where  it  would  be  distributed  to  every 
State.  I  pledge  to  my  colleagues  that  I 
will  continue  to  pursue  this  initiative. 
We  are  rapidly  running  out  of  time 
in  this  Congress.  Putting  the  85  per- 
cent amendment  aside  makes  it  possi- 
ble to  move  much  more  rapidly  on  re- 
authorizing the  highway  and  transit 
programs.  Again,  I  thank  my  col- 
leagues for  their  willingness  to  enter 
into  an  agreement  that  will  make  it 
possible  to  expedite  consideration  of 
the  highway  bill.  With  this  issue  out 
of  the  way.  I  will  do  everything  I  can 
to  see  that  the  Senate  reaches  passage 
of  the  bill  today,  if  at  all  possible. 

My  staff  has  been  engaged  in  consid- 
erable negotiation  with  the  manager 
of  the  bill  and  the  chairman  of  the 
committee,  the  ranking  member,  and 
others  for  a  number  of  days.  I  want  to 
make  it  perfectly  clear  that  we  are  en- 
tirely in  agreement  with  the  unani- 
mous-consent agreement  that  has 
been  crafted  by  all  the  parties,  which 
essentially  would  provide  that  the 
Symms  amendment  on  the  85-percent 
figure  would  not  be  offered  as  part  of 
this  bill,  nor  would  the  Heinz-Dixon 
amendment  on  the  $1.50  cap  be  of- 
fered as  part  of  this  bill.  So  I  want  to 
make  it  clear  to  my  distinguished 
friend  that  we  are  not  objecting  to 
moving  to  this  bill  at  the  earliest  op- 
portunity. We  are  entirely  satisfied 
with  the  unanimous-consent  agree- 
ment. 

Madam  President,  I  have  a  commit- 
tee meeting  upstairs  I  should  repair  to 
very  quickly,  but  my  aide  will  be  here 
on  the  floor.  We  are  ready  to  proceed 
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whenever  the  distinguished  manager 
of  the  bill  is  ready  to  proceed. 

Mr.  SYMMS.  Madam  President,  I 
thank  my  distinguished  colleague 
from  Illinois  and  my  distinguished  col- 
league on  the  committee,  the  Senator 
from  New  Jersey  [Mr.  Lautenbesg].  I 
shall  take  Just  a  moment  to  express 
my  personal  disappointment  with 
being  unable  to  call  up  a  fair  share 
amendment.  I  have  agreed  not  do  to 
that  because  I  believe  that  moving  the 
highway  legislation  forward  so  that  we 
get  the  $52  million  in  the  pipeline  and 
keep  a  sustained  highway  program  is 
most  important.  Even  though,  as  I  say, 
I  am  disappointed  I  shall  not  be  able 
to  bring  up  that  85  percent  return  on 
the  user  fees  paid  into  the  mass  tran- 
sit account,  I  think  my  colleagues  and 
I  have  come  to  what  I  believe  is  a  rea- 
sonable compromise.  They  share  my 
concern. 

I  believe  the  amendment  would  have 
helped  to  assure  that  we  could  reach 
an  agreement  with  the  House  on  the 
reauthorization  of  programs  covered 
imder  this  surface  transportation  as- 
sistance legislation.  Also,  the  fair 
share  amendment  would  help  to 
assure  that  Congress  would  move  this 
year  toward  a  more  equitable  distribu- 
tion of  funds  from  the  mass  transit  ac- 
count. 

However,  out  of  concern  that  fur- 
ther delay  on  the  highway  bill  may 
eliminate  any  hope  of  reaching  an 
agreement  with  the  House  prior  to  ad- 
journment, Senators  Stafford,  Bent- 
SES,  BimoicK,  and  I  have  agreed  not  to 
offer  the  fair  share  amendment  at  this 
time.  I  hope  that  with  this  agreement 
we  can  coiuit  on  the  cooperation  of 
Members  on  both  sides  of  the  aisle  to 
work  through  amendments  and  move 
the  bill  toward  final  passage  in  an  ex- 
peditious manner. 

I  say  further,  Madam  President,  that 
I  hope  my  colleagues  who  now  have  an 
objection  lodged  against  this  bill  and 
are  working  off  the  floor  with  the  dis- 
tinguished chairman  of  the  commit- 
tee. Senator  Stafford  of  Vermont,  will 
be  able  to  resolve  their  differences  so 
we  can  move  forward  with  this  bill. 

I  have  said  before  and  I  say  again 
that  I  know  of  nothing  other  than  our 
national  security  and  national  defense 
measures  that  our  Government  can  do 
to  give  more  opportunity  and  more 
personal  liberty  for  the  citizens  of  the 
United  States  than  having  a  good  road 
network  in  this  country  so  people  may 
get  in  their  automobiles  and  drive  at 
their  own  convenience  on  good  roads 
so  they  may  have  safe  passage  to  their 
workplaces  or  wherever  they  choose  to 
go,  wherever  they  can  afford  to  go. 

I  hope  we  can  move  forward  with 
this  bill  because  time  is  running  on 
the  clock.  At  the  end  of  October,  we 
will  not  have  authorization  to  contin- 
ue the  apportionment  to  the  States  of 
those  dollars  that  are  badly  needed. 
Every   place   you   go   in   the  United 


States,  you  see  projects  being  worked 
on,  road  maintenance  and  road  con- 
struction being  done,  finalization  of 
projects.  Those  projects  are  all  paid 
for  in  advance  in  the  highway  trust 
fund. 

The  money  is  in  the  trust  fund.  At 
this  point,  it  has  already  been  taken 
from  the  taxpayers  and  put  into  the 
trust  and  by  taking  it  back,  we  provide 
economic  activity  and  commerce  in  the 
coimtry;  so  I  think  it  is  most  impor- 
tant that  we  get  this  done.  I  appeal  to 
all  my  colleagues.  I  hope  they  can 
reach  a  compromise  with  Senator 
Stafford  on  amendments  that  have 
caused  them  to  put  holds  on  the  legis- 
lation. I  hope  we  can  move  forward 
with  this  legislation. 

Mr.  LAUTENBERG.  Madam  Presi- 
dent, I  want  to  offer  some  comments, 
which  originate  as  a  result  of  the  un- 
derstanding of  the  problems  that  are 
attached  to  the  mass  transit  amend- 
ment the  Senator  from  Idaho  pro- 
posed. I  commend  him  for  his  re- 
straint in  not  offering  his  allocation 
proposal  for  fimds  out  of  the  mass 
transit  accoimt.  That  amendment 
would  have  been  very  damaging  and 
might  have  endangered  the  movement 
of  this  bill. 

I  would  have  had  no  alternative  but 
to  oppose  the  bill  if  that  amendment 
had  been  included.  I  agree  with  the 
distinguished  Senator  from  Idaho:  It  is 
essential  that  this  highway  bill  move 
forward.  He  and  I  agree  on  this.  Re- 
straint on  both  sides  has  led  us  to  a 
situation  where  passage  of  this  bill  is 
likely.  I  hope  the  Senate  will  consider 
this  bill  promptly  and  pass  it  without 
delay. 

The  Senator  from  Idaho  and  others 
who  share  his  viewpoint  have  high- 
lighted the  need  for  greater  attention 
to  the  transit  needs  of  small  communi- 
ties in  rural  States.  In  the  Environ- 
ment and  Public  Worlcs  Committee, 
when  the  amendment  was  considered 
there,  I  was  open  to  carefully  consider- 
ing the  transit  needs  of  such  commu- 
nities, and  I  pledge  that  consideration 
again.  While  the  amendment  of  the 
Senator  from  Idaho  would  have  gone 
far  beyond  the  transit  needs  of  small 
communities,  such  needs  are  real  and 
they  deserve  serious  attention.  I  main- 
tain that  the  transit  program  is  a  na- 
tional program  and  as  such,  its  impact 
must  be  national. 

I  stand  willing  to  work  with  my  col- 
league from  Idaho  and  others  on  the 
small  and  rural  State  transit  needs  in 
the  future. 

Mr.  SYMMS.  Madam  President,  I 
suggest  the  absence  of  a  quonun. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 
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Mr.  GORTON.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quonmi  call  be  rescinded. 

The  PRESIDING  OFFICER  (Mr. 
Weicker).  Without  objection,  it  is  so 
ordered. 

Mr.  GORTON.  Mr.  President,  first,  I 
should  like  to  congratulate  the  mem- 
bers of  the  Committee  on  Environ- 
ment and  Public  Works  for  all  the 
hard  work  they  have  put  in  on  this 
highway  reauthorization  bill.  I  strong- 
ly support  the  product  of  the  work  of 
the  distinguished  Senators  from  Ver- 
mont. North  Dakota,  Idaho,  and 
Texas. 

There  is  no  question  but  that  we 
should  deal  with  this  issue  up  front 
and  not  as  part  of  a  continuing  resolu- 
tion. We  do  need  a  reauthorization  of 
our  highway  bill  so  that  the  most  im- 
portant programs  within  this  field  can 
go  forward  with  appropriate  planning 
and  with  some  confidence  for  the 
future. 

I  am  not  here  this  morning,  howev- 
er, to  speak  to  that  highway  bill  in 
general,  but  to  one  particular  portion 
of  it.  section  117,  the  highway  beauti- 
fication  amendments. 

More  than  20  years  ago.  in  1965, 
Congress  rallied  behind  the  example 
of  our  then  First  Lady,  Ladybird  John- 
son, in  an  attempt  to  clean  up  the 
countryside.  Congress  enacted  the 
Highway  Beautification  Act  of  1965  as 
a  part  of  the  beautification  program. 

Unfortunately,  it  has  been  almost  an 
unmitigated  failure.  In  fact,  I  have  a 
telegram  which  I  just  received  from 
Mrs.  Johnson  and  Laurance  Rockefel- 
ler imploring  Congress,  once  again,  to 
act  to  protect  the  scenic  beauty  of  gur 
Nation's  highways.  I  ask  unanimous 
consent  that  the  telegram  be  printed 
in  the  Record. 

There  being  no  objection,  the  tele- 
gram was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Dear  Senator  Gorton:  The  Highway 
Beautification  Act  which  we  proposed  to 
Congress  some  twenty  years  ago  needs  to  be 
strengthened  to  control  the  spread  of  bill- 
boards. The  original  intent  can  be  realized 
by  passage  of  provisions  approved  by  the 
Senate  Environment  and  Public  Works 
Committee  and  contained  in  the  Highway 
Reauthorization  Act.  We  encourage  your 
support  of  this  reform  which  is  needed  to 
restore  the  scenic  beauty  of  our  Nation's 
roadways. 

Sincerely, 

Mrs.  Lyndon  B.  Johnson. 
Laitrance  S.  Rockefeller. 

Mr.  GORTON.  Mr.  President,  in 
spite  of  the  passage  of  the  1965  act,  we 
now  have  more  billboards  than  ever 
before.  From  coast  to  coast,  including 
many  scenic  areas  in  this  country,  the 
highways,  which  have  been  paid  for  by 
the  taxpayers  of  the  United  States, 
are  littered  with  massive  billboards 
which  obsciu'e  views  of  farms  and  for- 
ests, lakes  and  rivers,  plains  and  de- 
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serts,  mountains,  and  even  our  coast- 
line. 

The  majority  of  these  billboards  are 
not  used  for  the  purpose  of  informing 
the  traveling  public,  but  for  general 
advertising,  often  in  the  fields  of  alco- 
hol and  tobacco.  While  a  handful  of 
billboards  have  been  removed  under 
the  provisions  of  the  law  as  it  exists  at 
the  present  time,  it  is  the  American 
taxpayer  who  has  footed  the  bill  for 
this  program.  To  date,  more  than  $200 
million  has  been  paid  to  the  billboard 
industry  to  take  down  old  billboards; 
and,  almost  without  exception,  as  soon 
as  an  old  billboard  is  taken  down,  it  is 
replaced  nearby  by  a  giant,  new  bill- 
board, but  the  taxpayers  of  the  United 
States  are,  nonetheless,  out  of  their 
money.  A  1984  investigation  by  the 
General  Accounting  Office  foimd  ex- 
actly this  to  be  the  case. 

Our  highways  are  a  national  re- 
source. Taxpayers  have  an  immense 
investment  in  them.  They  should  also 
have  the  right  to  protect  the  beauty  of 
the  scenery  that  can  be  seen  from 
those  highways. 

Back  in  the  1950's.  President  Eisen- 
hower once  said: 

I  am  against  those  billboards  that  mar  our 
scenery,  but  I  don't  know  what  I  can  do 
about  it. 

I  think  I  can  answer  the  query  of 
the  former  President.  We  do  know 
what  can  be  done  about  it. 

One  of  the  first  biUs  which  I  intro- 
duced as  a  junior  member  of  our  State 
legislature,  along  with  the  now  other 
Senator  from  Washington,  Dan  Evans, 
protected  our  interstate  and  scenic 
highways  against  billboards:  and  we 
now  have  billboard-free  vistas  from 
one  end  of  our  State  to  another. 

In  this  section,  we  are  simply  at- 
tempting to  allow  other  States  to  ac- 
complish that  goal  as  and  when  they 
wish  to  do  so. 

Section  117  of  this  bill,  which  was 
adopted  by  the  committee,  under  the 
leadership  of  the  distinguished  chair- 
man, the  Senator  from  Vermont,  by 
an  overwhelming  ll-to-4  vote,  would 
do  three  things.  Most  important,  it 
would  return  control  over  existing  bill- 
boards to  the  States,  where  that  con- 
trol belongs  by  giving  the  States  a 
choice  as  to  the  method  of  compensa- 
tion, either  cash  compensation  or  am- 
ortization, to  be  used  when  the  States 
wish  billtraards  to  be  taken  down. 
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I  wish  to  emphasize,  Mr.  President, 
that  this  does  not  require  any  State  or 
any  local  community  to  act  with  re- 
spect to  billboards  in  any  way  at  all.  If 
a  particular  State  wishes  to  allow  all 
of  its  present  billboards  to  stand,  it  is 
permitted  to  do  so.  But  if  a  State 
wishes  to  exercise  control  similar  to 
those  of  Washington  or  Vermont  or 
Hawaii,  or  something  less  sweeping, 
that  State  and,  by  delegation,  local 
communities  will  have  an  opportunity 


which  they  lack  under  the  present 
law. 

The  second  goal  of  this  bill  is  to 
place  a  moratorium  on  the  construc- 
tion of  new  billboards  on  our  Inter- 
state Highway  System  or  on  the  pri- 
mary Federal  aid  highway  system. 

Third,  Mr.  President,  we  do  some- 
thing in  this  amendment  which  we 
should  not  have  to  do,  but  have 
learned  by  grim  necessity  that  we 
must,  and  that  is  to  prohibit  the  cut- 
ting of  trees  and  vegetation  along 
public  highway  rights-of-way  when 
that  trimming  or  cutting  is  solely  for 
the  purpose  of  making  billboards  visi- 
ble. We  have  found  a  great  deal  of  self 
help,  if  we  can  call  it  that  rather  deli- 
cately in  that  connection,  of  people 
who  want  billboards  more  visible  actu- 
ally cutting  down  vegetation  along 
public  rights-of-way. 

Support  for  this  proposal  is  wide- 
spread. Secretary  of  Transportation 
Elizabeth  Dole  wants  the  law  changed, 
stating  that  the  present  act  "is  un- 
workable and  in  great  need  of 
change." 

Mr.  President,  I  ask  unanimous  con- 
sent to  have  printed  in  the  Record  a 
letter  which  I  received  from  Secretary 
Dole. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

The  Secretary  of  Transportation, 

Washington,  DC,  April  11,  1986. 
Hon.  Slade  Gorton, 
U.S.  Senate,  Washington,  DC. 

Dear  Slade:  Thank  you  for  your  letter 
concerning  reforms  to  the  Highway  Beauti- 
fication  Act.  I  agree  with  you  wholehearted- 
ly that  the  current  law  is  unworkable  and  in 
great  need  of  change. 

When  I  testified  before  the  Senate  Com- 
mittee on  Environment  and  Public  Works 
on  March  6, 1  emphasized  the  importance  of 
reforming  the  highway  beautification  pro- 
gram. We  must  end  the  federal  compensa- 
tion requirement  and  allow  state  amortiza- 
tion laws  to  control.  We  must  reduce  the 
cost  of  the  program  to  taxpayers.  We  must 
tighten  limitations  on  construction  of  new 
billboards  in  rural  areas,  where  billboards 
intrude  upon  natural  beauty.  Equally  im- 
portant, we  must  end  inappropriate  inter- 
ference with  state  and  local  zoning  laws  and 
billboard  removal  programs.  We  must  sim- 
plify the  program's  administration. 

The  Department  supports  your  efforts  to 
gain  enactment  of  these  provisions,  as  well 
as  other  provisions  consistent  with  our  ap- 
proach. Your  efforts  are  even  more  impor- 
tant in  light  of  changes  considered  by  the 
House  last  year  which  would  place  addition- 
al financial  burdens  on  taxpayers  and  per- 
petuate the  current  unworkable  program 
which  adds  little  to  scenic  beauty. 

I  look  forward  to  workng  with  you  and 
other  members  of  the  Senate  you  under- 
stand the  high  cost  and  small  benefit  of 
continuing  the  current  highway  beautifica- 
tion program  to  gain  inclusion  of  mutually 
acceptable  provisions  in  the  Senate's  high- 
way bill. 

The  Office  of  Management  and  Budget 
advises  that  there  is  no  objection  to  the  sub- 
mission of  these  views  to  the  Congress. 


With  best  wishes. 
Sincerely, 

Elizabeth  Hanford  Dole. 

Mr.  GORTON.  Mr.  President,  State 
and  local  governments  also  want  the 
law  changed.  Organizations  like  the 
National  League  of  Cities  have  en- 
dorsed the  bill  so  that  local  govern- 
ments, deriving  their  authority  from 
their  States,  will  once  again  be  able  to 
exercise  their  traditional  rights  to  reg- 
ulate billboards  under  their  zoning  au- 
thority. 

It  is  a  matter  of  some  irony,  Mr. 
President,  that  most  States  and  local 
conununities  have  less  control  over 
billboards  than  they  do  over  tangible 
physical  buildings  in  their  own  com- 
munities by  reason  of  the  present  Fed- 
eral law.  They  should  be  permitted  to 
make  their  own  decisions. 

Mr.  President,  I  should  like  to  enter 
into  the  Record  some  of  the  letters  I 
received  from  government  officials,  in- 
cluding the  Governor  of  my  own 
State,  endorsing  highway  beautifica- 
tion, and  I  ask  unanimous  consent 
that  they  be  printed  in  the  Record. 

There  being  no  objection,  the  letters 
were  ordered  to  be  printed  in  the 
Record,  as  follows: 

State  of  Washington, 

Office  of  the  Governor 
Olympia,  WA,  Augxist  18, 1986. 
Hon.  Slade  Gorton. 

U.S.  Senate,  Hart  Senate  Office  Building, 
Washington,  DC. 

Dear  Slade:  This  is  a  reply  to  your  recent 
letter  describing  Section  117  of  S.  2405. 

Under  the  existing  structure  of  state  gov- 
ernment here  in  Washington  the  responsi- 
bility for  administering  highway  billboard 
programs  rests  with  the  Washington  De- 
partment of  Transportation.  That  depart- 
ment is  managed  by  the  Washington  State 
Transportation  Commission,  rather  than 
the  authority  of  the  Governor.  It  is  my  un- 
derstanding that  the  Department  of  Trans- 
portation does  support  the  proiwsal  out- 
lined in  your  letter  and  that  the  department 
has  discussed  this  issue  with  the  northwest's 
other  state  transportation  agencies. 

I  have  referred  a  copy  of  your  letter  to 
the  Secretary  of  the  Washington  Depart- 
ment of  Transportation  so  that  he  may 
have  the  opportunity  to  provide  more  de- 
tailed comments. 

Thank  you  for  providing  me  this  informa- 
tion regarding  the  pending  legislation. 
Sincerely, 

Booth  Gardner, 

Governor. 

Comhonwealth  of  Virginia. 

Department  of  Highways 

&  Transportation, 
Richmond,  VA.  July  8,  1986. 
Hon.  Slade  Gorton, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Gorton:  Thank  you  for 
your  letter  of  June  27,  expressing  your 
views  concerning  Senate  Bill  1494. 

This  Department  will  continue  to  strive  to 
conserve  the  environment  as  we  build  roads 
and  bridges  in  Virginia. 
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I  appreciate  your  advising  me  of  your  posi- 
tion in  this  matter. 
Sincerely, 

Rat  D.  Petrtel, 
Commissioner. 

D.C.  DSPARTMXNT  OF  PUBLIC  WORKS, 

Washington,  DC,  July  ZS,  1986. 
Hon.  Slaoe  Gokton, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Gorton:  This  is  in  reply  to 
your  letter  concerning  reforms  to  the  bill- 
board provisions  of  the  Federal  Highway 
Beautlf  ication  Act. 

We,  in  the  District  of  Columbia,  are  fortu- 
nate in  that  our  billboard  regulations  are 
very  stringent  and  all  applications  are  thor- 
oughly reviewed  including  in  many  cases  a 
review  by  the  Commission  of  Fine  Arts.  As  a 
result,  we  have  very  few  billboards  within 
the  District  of  Columbia. 

However,  even  though  we  are  not  troubled 
by  billboards,  I  must  agree  that  they  are  ob- 
jectionable when  they  intrude  on  national 
beauty.  I  agree  that  control  before  the  fact 
is  much  better  and  cheaper  than  corrections 
afterwards.  I  also  agree  that  S.  1494  would 
go  a  long  way  toward  improving  the  safety 
and  scenic  beauty  of  federal  highways. 

Thank  you  for  the  opportunity  to  com- 
ment on  S.  1494. 

Sincerely  yours, 

John  E.  Touchstone, 
Director  of  Public  Works. 

Commonwealth  op  Virginia, 
Richmond,  VA,  August  27,  J986. 
Hon.  Llots  Bemtsen, 
U.S.  Senate,  Hart  Senate  Office  Building, 

Washington,  DC. 
Hon.  Slade  Gorton, 
U.S.  Senate,  Hart  Senate  Office  Building, 

Washington,  DC. 
Hon.  Robert  T.  Staftord, 
U.S.  Senate,  Hart  Senate  Office  Building, 

Washintgon,  DC. 
Hon.  Daniel  Patrick  Moynihan, 
U.S.  Senate,  Russell  Senate  Office  Building, 
Washington,  DC. 
Dear  Senators  Bentsen,  Stafford,  Mot- 
NiHAN  and  Gorton:  Thank  you  for  your 
recent    letter    concerning    Section    117    of 
Senate  Bill  2405,  the  Federal-Aid  Highway 
Act  of  1986. 

The  Virginia  General  Assembly  has  in  the 
past  enacted  and  amended  state  outdoor  ad- 
vertising laws  to  comply  with  federal  man- 
dates, including  the  1978  amendment  which 
clarified  the  intent  of  the  Federal  act  to 
preclude  localities  from  removing  billboards 
along  interstate  and  federal-aid  primary 
highways  through  amortization. 

The  Commonwealth  historically  has 
proven  its  sensitivity  to  balancing  the  infor- 
mation needs  of  the  traveling  public  with 
the  preservation  of  natural  scenic  beauty 
along  highways. 

The  Commissioner  of  the  Department  of 
Highways  and  Transportation,  Mr.  Ray  D. 
Pethtel,  is  presently  reviewing  the  several 
Congressional  highway  bills.  I  am  taking 
the  liberty  of  forwarding  your  letter  to  him 
for  his  information. 
With  kindest  regards,  I  am 
Sincerely, 

Gerald  L.  Baliles, 

Governor. 


I  am  writing  to 
support  for  the 
amendments    in- 


ExECUTivE  Department, 
Annapolis,  MD,  August  20, 1986. 
Hon.  Charles  McC.  Mathias,  Jr., 
U.S.  Senate,  Russell  Senate  Office  Building, 
Washington,  DC. 

Dear  Senator  Mathias: 
communicate  to  you  my 
Highway    Beautification 
eluded  in  Section  117  of  S.  2405,  the  Federal 
Aid  Highway  Act  of  1986. 

The  Maryland  Department  of  Transporta- 
tion has  reviewed  the  proposed  section  and 
has  determined  that  it  is  one  to  which 
Maryland  can  offer  full  support. 

The  State  Highway  Administration  has 
actively  pursued  the  removal  of  noncon- 
forming billboards  and  welcomes  the  flexi- 
bility provided  the  amortization  authority 
in  this  legislation. 

Maryland  has  expended  its  share  of  feder- 
al funding  for  cash  compensation  removal 
of  nonconforming  signs  and  has  adopted  the 
use  of  State  approved  logo  signs.  The  pro- 
posed Section  117  of  S.  2405  will  enable  us 
to  resume  the  removal  of  nonconforming 
billboards  and  continue  to  carry  out  other 
highway  beautification  efforts. 

Again,  Maryland  fully  endorses  Section 
117  of  S.  2405  as  a  means  of  providing  infor- 
mation to  the  travelling  public  as  well  as 
providing  and  maintaining  the  natural 
scenic  beauty  along  the  nation's  highways.  I 
urge  your  support  for  this  provision  when  S. 
2405  is  considered  on  the  Senate  floor. 

Thank  you  for  your  assistance  in  our 
many  and  varied  requests  to  your  office. 
Should  you  have  any  questions  regarding 
this  legislation,  please  contact  Transporta- 
tion Secretary  William  K.  Hellmann  at  (301) 
859-7397. 

Sincerely, 

Harry  Hughes, 

Governor. 

New  York,  NY, 
September  18,  1986. 
Senator  Slade  Gorton, 
U.S.  Senate, 
Capitol  One.  DC. 

Dear  Senator  Gorton:  The  Highway 
Beautification  Act  which  we  proposed  to 
Congress  some  twenty  years  ago  needs  to  be 
strengthened  to  control  the  spread  of  bill- 
boards. The  original  intent  can  be  realized 
by  passage  of  provisions  approved  by  the 
Senate  Environment  and  Public  Works 
Committee  and  contained  in  the  Highway 
Reauthorization  Act.  We  encourage  your 
support  of  this  reform  which  is  needed  to 
restore  the  scenic  beauty  of  our  Nation's 
roadways. 

Sincerely, 

Mrs.  Lyndon  B.  Johnson, 
Laurance  S.  Rockefeller. 

Department  of  Transportation, 

Salem,  OR,  August  IS,  1986. 
Addressed  individually  to  members  of  the 
Oregon  congressional  delegation: 

The  State  of  Oregon  has  been  a  leader  in 
highway  beautification.  We  are  strongly  af- 
firming this  in  our  support  of  the  improve- 
ments to  the  Highway  Beautification  Act 
contained  in  Section  117  of  S.  2405,  the  Fed- 
eral Highway  Act  of  1986.  We  request  you 
retain  the  language  as  it  is  now  written  and 
oppose  any  amendments  to  this  Section. 

We  are  positive  that  this  bill,  as  amended, 
gives  to  the  State  an  opportunity  to  solve  its 
problems  in  a  variety  of  ways.  Oregon  has 
invested  a  considerable  amount  in  the  pro- 
tection of  the  beauty  of  its  highways  and  we 
continue  to  support  efforts  to  make  a  con- 
tinuing improvement  in  the  area  of  highway 


beautification.  This  bill  provides  to  the 
State  the  necessary  options  to  proceed  to' do 
whatever  is  in  its  interest. 

Please  support  Section  117  of  S.  2405  and 
oppose  any  destructive  amendments. 
Fred  D.  Miller, 

Director. 

Minnesota  Department  of 
Transportation. 
St  Paul.  MN,  August  14,  1986. 
Hon.  Slade  Gorton, 

U.S.  Senator,  Senate  Hart  Office  Building, 
Washington,  DC. 
Dear  Senator  Gorton:  Thank  you  for 
your  letter  of  July  29  outlining  the  improve- 
ments to  the  Highway  Beautification  Act 
which  you  strongly  support. 

The  Minnesota  Department  of  Transpor- 
tation (Mn/DOT)  is  in  complete  agreement 
with  the  improvements  to  the  Highway 
Beautification  Act  which  you  describe,  and 
we  have  so  informed  Minnesota's  Congres- 
sional Delegation. 

Thank  you  again  for  your  letter  of  July  29 
and  for  your  outstanding  efforts  to  provide 
states  with  needed  flexibility  in  implement- 
ing the  Highway  Beautification  Act. 
Sincerely, 

Richard  P.  Braxtn, 

Commissioner. 

Executive  Chambers. 
Honolulu,  HI,  August  21,  1986. 
Hon.  Lloyd  Bentsen, 
Hon.  Robert  T.  Stafford, 
Hon.  Daniel  Patrick  Moynihan, 
Hon.  Slade  Gorton, 
U.S.  Senate, 
Washington.  DC. 

Dear  Senators  Bentsen,  Stafford,  Moy- 
nihan. and  Gorton:  Thank  you  for  your 
letter  of  July  29.  1986,  concerning  the  pro- 
posal to  amend  the  Highway  Beautification 
Act.  The  summary  of  major  changes  pro- 
posed in  Section  117  of  S.  2405  of  the  Feder- 
al Highway  Act  of  1986  to  improve  the 
Highway  Beautification  Act  is  greatly  ap- 
preciated. 

The  State  of  Hawaii  has  been  successful 
in  effectively  controlling  outdoor  advertis- 
ing throughout  the  State  for  many  years. 
We,  therefore,  welcome  and  support  strong 
federal  legislation  which  would  further 
strengthen  our  position  to  regulate  bill- 
boards. 

Thank  you  for  informing  me  of  the  pro- 
posed amendments. 

With  warm  personal  regards,  I  remain. 
Yours  very  truly, 

George  R.  Ariyoshi, 

Governor. 

Mr.  CKDRTON.  Mr.  President,  envi- 
ronmental organizations  want  this  law 
changed  in  the  way  in  which  section 
117  proposes  to  change  it.  The  Wilder- 
ness Society,  the  National  Wildlife 
Federation,  the  National  Resources 
Defense  Council,  the  Elnvironmental 
Defense  Fund,  the  Sierra  Club,  the 
National  Audubon  Society,  the  Envi- 
ronmental Policy  Institute,  the  Izaak 
Walton  League  of  America,  the  Na- 
tional Parks  and  Conservation  Associa- 
tion, the  FYiends  of  the  Earth,  the  Co- 
alition for  Scenic  Beauty,  the  Garden 
Clubs  of  America,  the  American  Farm- 
land Trust,  the  Environmental  Policy 
Institute,  the  American  Institute  for 
Architects,  and  the  American  Plan- 
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ning  Association  have  all  endorsed  the 
provisions  of  section  117. 

I  ask  unanimous  consent  to  have 
printed  in  the  Record  various  letters 
which  I  have  received  from  these  envi- 
ronmental organizations. 

There  being  no  objection,  the  letters 
were  ordered  to  be  printed  in  the 
Rbcoro.  as  follows: 

Skptkmber  10. 1886. 
Re  New  Federal  Billboard  Control  Legisla- 
tion. 

DxAK  Senator:  As  the  chief  executive  offi- 
cers of  the  major  national  conservation  or- 
ganizations In  the  U.S.,  we  are  writing  to 
urge  you  to  support  reform  of  the  Federal 
Highway  Beautification  Act,  as  contained  in 
Section  117  of  S.  2405.  the  Federal  Aid 
Highway  Act  of  1986. 

The  highway  beautification  measures  in- 
cluded in  S.  2405  provide  a  reasonable  and 
workable  solution  to  the  problem  of  pollu- 
tion along  our  highways.  The  measure 
would  halt  the  spread  of  billboard  blight, 
end  the  billboard  industry's  $1  billion  lien 
on  the  federal  trea^sury,  and  return  to  state 
and  local  governments  their  constitutional 
right  to  regulate  billboards  under  their  own 
land  use  laws. 

The  current  Highway  Beautification  Act 
is  a  costly  failure.  Unlike  most  environmen- 
tal regulations  that  require  polluters  to  pay 
for  the  clean-up  of  their  own  pollution,  the 
1965  Act  requires  taxpayers  to  pay  the  bill. 
The  current  law  is  so  riddled  with  loopholes 
that  despite  spending  over  $200  million,  bill- 
board blight  is  now  worse  than  ever. 

Both  the  General  Accounting  Office  and 
the  Department  of  Transportation's  Inspec- 
tor General  tell  us  that  new  billboards  are 
going  up  five  times  as  fast  as  old  ones  come 
down.  Moreover,  the  law  prevents  states  and 
localities  from  removing  billboards  using 
their  own  laws,  and  it  allows  billboard  com- 
panies to  destroy  trees  on  public  land. 

Any  law  which  allows  thousands  of  new 
billboards  to  go  up  while  forcing  taxpayers 
to  pay  for  removal  of  others  offends  plain 
common  sense.  The  Act  needs  reform  and 
The  Highway  Bill  is  the  best  vehicle  for 
doing  this. 

The  Senate  legislation  would: 

Prohibit  the  construction  of  any  new  bill- 
boards along  federal  highways. 

Ban  tree-cutting  done  solely  to  make  bill- 
boards more  visible. 

Return  to  state  and  local  governments  the 
power  to  regulate  billboards  using  their  own 
zoning  authority. 

Now  is  the  time  to  reform  the  Highway 
Beautification  Act.  America  doesn't  need 
any  more  billboards.  We  urge  you  to  join 
your  colleagues  on  the  Senate  Environment 
and  Public  Works  Committee  in  supporting 
section  llTof  3.  2405. 
Sincerely, 

By  the  officers  of  the  major  national  con- 
servation organizations. 

National  Wildlite  Federation. 
Washington,  DC,  September  9, 1986. 
Hon.  Slade  Gorton. 
Seriate  Office  Building, 
Washington,  DC. 

Dear  Senator  Gorton:  You  soon  will  be 
considering  S.  2405,  the  Highway  Bill.  The 
National  Wildlife  Federation  urges  you  to 
support  provisions  in  this  legislation  which 
are  designed  to  control  the  spreading  blight 
of  billboards  along  our  Federal  highways. 
We  also  urge  you  to  oppose  a  proposed 
amendment  to  exempt  the  H-3  Hawaiian 
interstate  highway  from  environmental  and 


natural  heritage  requirements  of  the  De- 
partment of  Transportation  Act. 

Specifically,  S.  2405  would:  (a)  ban  all  new 
billboards  along  federal  interstate  and  pri- 
mary highways,  (b)  prohibit  the  removal  of 
trees  and  vegetation  on  the  public  right-of- 
way  done  only  to  make  a  sign  more  visible, 
(c)  end  mandatory  payments  to  the  bill- 
board industry,  and  (d)  restore  local  and 
state  governments  right  to  regulate  existing 
billboards. 

A  Department  of  Transportation  study  in 
1984  showed  that  liberally-interpreted  bill- 
board regulations  have  enabled  more  signs 
than  ever  to  be  erected.  The  economic 
burden  of  the  required  cash  payments  to 
the  billboard  industry  caused  only  a  small 
number  of  billboards  to  be  removed.  In 
1983,  for  example,  13,522  signs  were  erected 
and  only  2,235  were  dismantled.  The  remov- 
al of  nonconforming  billboards  has  de- 
creased 78  percent  since  1979  because  of 
enormous  costs  to  the  Federal  government. 
Under  the  Gramm-Rudman-Hollings  budget 
requirements,  even  less  Federal  money  will 
be  available. 

The  recently-adopted  House  version  of 
the  Highway  bill  does  not  improve  the  prob- 
lem of  billboard  blight.  We  urge  the  Senate 
to  follow  the  lead  of  the  Environment  and 
Public  Works  Committee  by  supporting  the 
billboard  reform  provisions  of  section  117 
when  S.  2405  reaches  the  Senate  floor.  Only 
with  your  support  can  we  make  progress  to- 
wards more  scenic  and  safer  highways. 

The  second  issue  of  concern  is  an  amend- 
ment to  be  offered  by  Senator  Inouye  to 
exempt  H-3,  a  planned  interstate  highway 
in  Hawaii,  from  the  4(f)  environmental  pro- 
tection provisions  of  the  Highway  Act.  A 
court  injunction  has  stalled  this  billion- 
dollar  highway  on  the  grounds  that  it  will 
impact  an  adjacent  wilderness  park.  Since 
the  Court  of  Appeals  decision,  important  ar- 
cheological  sites  also  have  been  discovered 
in  the  path  of  the  highway.  Never  before 
have  the  4(f)  statutes  been  overruled  in  the 
legislative  process.  Adopting  sui  exemption 
for  H-3  would  establish  a  damaging  prece- 
dent whereby  Congress  would  be  asked  to 
set  aside  court  decisions  whenever  highway 
planners  are  asked  to  examine  prudent  and 
feasible  alternatives  to  destructive  highway 
projects. 

The  H-3  highway,  designed  in  the  1960's, 
does  not  meet  the  current  transportation 
needs  of  the  island  of  Oahu  or  the  city  of 
Honolulu.  The  Governor  of  Hawaii  has  the 
opportunity  to  transfer  the  allotted  funds 
to  finance  a  package  of  alternatives  which 
would  better  address  Honolulu's  traffic 
problems  and  protect  Hawaii's  environmen- 
tal and  cultural  heritage.  We  support  the  al- 
ternative use  of  these  funds. 

Please  support  the  Environment  Commit- 
tee's billboard  reforms  as  contained  in  S. 
2405  and  oppose  Senator  Inouye's  amend- 
ment to  exempt  H-3  from  environmental 
protection.  S.  2405  is  a  good  bill  which 
should  be  left  intact. 
Sincerely, 

Jay  D.  Hair. 

Coalition  for  Scenic  Beauty, 
Washington,  DC,  September  19,  1986. 

Dear  Senator:  We  commend  your  atten- 
tion to  the  attached  Washington  Post  arti- 
cle on  the  capture  of  the  1965  Highway 
Beautification  Act  by  the  billboard  indus- 
try. 

We  also  urge  you  to  read  the  attached  fact 
sheet  on  the  relationship  between  billboards 
and  tourism. 


In  a  nutshell,  state  tourism  officials  say 
that  "billboard  blight  is  bad  for  business. " 
Just  think  about  it;  the  more  every  place  in 
America  comes  to  look  like  every  other 
place  the  less  reason  there  is  to  visit.  On  the 
other  hand,  the  more  a  community  does  to 
enhance  its  unique  set  of  scenic  assets  the 
more  tourists  it  will  attract.  This  is  con- 
firmed by  a  survey  released  last  month  by 
the  President's  Commission  on  Americans 
Outdoors.  It  reports  that  natural  beauty  is 
the  most  important  criterion  when  tourists 
select  a  place  to  visit. 

Finally,  please  be  aware  that  in  your  mail 
today  there  Is  a  mailgram  from  former  First 
Lady  Mrs.  Ljrndon  B.  Johnson  and  conserva- 
tionist Laurance  S.  Rockefeller  urging 
reform  of  the  1965  Highway  Beautification 
Act. 

Mrs.  Johnson  and  Mr.  Rockefeller  first 
proposed  the  Highway  Beautification  Act 
over  20  years  ago  when  they  chaired  the 
White  House  Conference  on  Natural 
Beauty. 

A  vote  for  the  Committee  reforms  is  a 
vote  for  states'  rights,  deficit  reduction,  and 
environmental  quality.  We  urge  your  sup- 
port for  this  modest  but  badly  needed  legis- 
lation. 

Sincerely, 

Edward  McMahon, 
Executive  Director. 

National  Audubon  Society, 
Washington,  DC,  September  16,  1986. 
Re  Federal  Billboard  Control. 

Dear  Senator:  On  behalf  of  the  550,000 
members  of  the  National  Audubon  Society, 
1  am  writing  to  urge  your  support  for  the 
billboard  control  provisions  contained  in 
Section  117  of  S.  2405,  the  1986  Highway 
Bill. 

The  1965  Highway  Beauification  Act  has 
become  a  billboard  proliferation  act.  Over 
the  past  20  years  more  than  $200  million 
has  been  paid  to  the  billboard  industry  to 
take  down  old  billboards  which  were  then 
replaced  with  five  times  more  new  bill- 
boards. 

The  National  Audubon  Society  urges  you 
to  end  this  wasteful  subsidy  to  the  billboard 
industry.  We  also  urge  you  to  sup(>ort  a  ban 
on  new  billboard  construction  along  federal 
roads. 

Our  federal  highways  are  already  lined 
with  over  500,000  billboards.  We  don't  need 
any  more.  A  billboard  moratorium  will  cost 
taxpayers  no  money,  and  will  not  affect  any 
existing  property  rights,  but  it  will  halt  the 
relentless  spread  of  billboard  blight  along 
our  roads. 

The  current  law,  by  allowing  thousands  of 
new  billboards  to  go  up  while  forcing  tax- 
payers to  pay  for  the  removal  of  others,  of- 
fends plain  common  sense. 

The  time  has  come  to  reform  the  1965 
Highway  Beautification  Act.  We  urge  your 
support  for  Section  117  of  S.  2405  and  your 
opposition  to  any  weakening  amendments. 
Sincerely, 

William  Butler, 
Vice  President  for 
Government  Relations  and  Counsel 

The  Garden  Club  of  America, 
New  York,  NY,  September  17,  1986. 
Re  Billboard  Control. 

Dear  Senator:  On  behalf  of  the  15,000 
members  of  the  Garden  Club  of  America,  I 
am  writing  to  urge  your  support  for  the  bill- 
board control  provisions  in  Section  117  of  S. 
2405,  the  1986  Highway  Bill. 

The  Garden  Club  of  America  has  long 
supported  efforts  to  clean-up  blight  along 
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our  highways.  The  1965  Highway  Beautifi- 
cation  Act  was  intended  to  eliminate  road- 
side pollution.  However,  the  billboards  that 
were  supposed  to  disappear  have  instead 
proliferated. 

Over  the  past  20  years  taxpayers  have 
paid  the  billboard  industry  over  $200  million 
to  stop  polluting  our  highways.  Despite  this 
the  U.S.  General  Accounting  Office  tells  us 
that  the  "safety  and  scenic  quality  of  our 
highways  has  declined". 

The  Senate  Environmental  and  Public 
Works  Committee  proposes  to  restore  the 
Highway  Beaufification  Act  to  its  original 
purpose— protecting  our  landscape  not  the 
billboard  industry. 

The  Garden  Club  of  America  urges  your 
support  for  the  modest  reforms  contained  in 
the  Committee  proposal.  Please  help  us  save 
our  scenery  and  stop  the  waste  of  taxpayers 
money  by  supporting  the  Committee  re- 
forms and  opposing  any  weakening  amend- 
ments. 

Sincerely, 

Mrs.  Michael  McIntosh, 
Chairman,  National  Affairs  and 
Legislation  Committee. 
American  Farmland  Trust, 
Washington,  DC,  September  17, 1986. 
Re  Billboard  Controls. 

Dear  Senator:  On  behalf  of  the  staff  and 
the  more  than  35,000  members  of  the  Amer- 
ican Farmland  Trust  (AFT),  I  am  writing  in 
support  of  the  billboard  control  provisions 
in  Section  117  of  Senate  Bill  2405. 

AFT  is  a  private  non-profit  organization 
dedicated  to  the  conservation  of  America's 
agricultural  land,  soil  and  water  resources. 
In  order  to  enjoy  the  rural  heritage  and 
countrysides  which  we  are  working  to  pre- 
serve, our  members  utilize  many  facets  of 
the  federal-aid  highway  system.  Indeed, 
many  Americans  cite  driving  for  pleasure  as 
their  most  frequent  recreational  activity. 
This  enjoyment  of  our  scenic  rural  vistas  is 
seriously  undercut  by  the  proliferation  of 
urban  billboard  blight.  Continuing  to  subsi- 
dize such  pollution  with  taxpayers'  dollars 
is  like  rubbing  salt  into  a  wound. 

There  is  an  apt  analogy  to  be  drawn  from 
the  conservation  title  of  the  1985  Farm  Bill. 
The  conservation  reserve,  sodbuster,  and 
swampbuster  provisions  contained  therein 
removed  farm  program  support  from  indi- 
viduals who  insist  on  farming  environmen- 
tally sensitive  lands  and  thereby  degrading 
our  land  and  water  resources. 

We  urge  you  and  your  colleagues  to  hold 
fast  to  the  highway  beautification  provi- 
sions of  S.  2405  in  conference  with  members 
of  the  House.  It  was  the  Senate's  tenacity 
which  secured  such  strong  conservation 
measures  in  the  Farm  Bill  last  year.  We 
hope  you  will  do  the  same  on  this  important 
issue. 

Sincerely, 

Jabies  D.  Riggle, 
Director  of  State  Projects  and 

Field  Operations. 

Environmental  Policy  Institttte, 
Washington,  DC,  September  16,  1986. 
Support  for  Billboard  Reform,  S.  2405, 

Highway  Authorization  Bill 
Dear  Senator:  When  the  full  Senate  con- 
siders S.  2405,  the  1986  Highway  Authoriza- 
tion Act,  we  urge  your  support  for  the  re- 
forms contained  in  Section  117  that  will  im- 
prove the  federal  Highway  Beautification 
Act  passed  in  1965. 

Section  117  of  this  legislation  will  provide 
the  following  changes  to  an  act  that  accord- 
ing to  the  Secretary  of  Transportation  "is 
workable  and  in  great  need  of  change.": 


Allow  state  and  local  governments  to  use 
their  own  zoning  laws  to  remove  billboards; 

Ban  tree  cutting  on  public  land  (which  is 
done  solely  to  make  billboards  more  visible); 

Ban  all  new  billboards  along  federal  high- 
ways: 

End  federal  paymenu  to  the  billboard  in- 
dustry. 

This  is  an  industry  that  has  done  untold 
damage  to  the  nation's  environment  while 
at  the  same  time  raiding  the  Federal  treas- 
ury of  hundreds  of  millions  of  dollars  to  fur- 
ther devastate  the  nation's  landscape  with 
new  and  larger  billboards. 

We  feel  that  the  reforms  which  were 
adopted  by  the  Senate  Environment  and 
Public  Works  Committee  by  a  vote  of  11-4 
represent  the  most  balanced  approach  in 
the  interests  of  the  U.S.  taxpayers  and  the 
environment.  We  urge  you  to  vote  with  the 
Committee  and  reject  any  attempts  to 
weaken  or  delete  these  necessary  reforms. 
Sincerely, 

Michael  Clark, 

President 

The  American  Institute 

OF  Architects, 
Washington,  DC,  September  9,  1986. 
Hon.  Slade  Gorton. 
U.S.  Senate. 
Washington,  DC. 

Dear  Senator  Gorton:  As  P»resident  of 
the  American  Institute  of  Architects,  I  am 
writing  to  request  your  support  for  the 
highway  beautification  provisions  of  S. 
2405,  the  highway-aid  reauthorization  bill, 
as  reported  from  the  Senate  Environment 
and  Public  Works  Committee.  The  Commit- 
tee position,  expressed  in  an  11-4  vote,  rep- 
resents a  seriously  needed,  and  long  overdue 
reform  of  the  Highway  Beautification  Act 
of  1965.  An  attempt  may  be  made  to  delete 
or  water  down  these  provisions,  and  we  urge 
you  to  support  the  Committee  bill. 

The  current  act  has  failed  to  clean  up  bill- 
board blight  along  federal  highways.  In 
fact,  the  act  encourages  billboards.  Today, 
more  signs  are  going  up  thsin  coming  down 
despite  an  expenditure  of  $200  million  for 
sign  removal.  The  money  was  paid  to  bill- 
board owners  who  could  use  it  for  new  sign 
construction.  The  cash  compensation  re- 
quirement for  removal  of  the  112,000  non- 
conforming signs  still  standing  maintains  a 
billion-dollar,  federal-state  obligation  to  the 
billboard  industry,  while  frustrating  state 
and  local  authority  to  regulate  land  use.  In 
addition,  the  law  provides  no  control  of  bill- 
board companies'  routine  destruction  of 
public  landscaping  along  public  rights  of 
way  for  more  sign  visibility. 

The  Committee  bill  would  accomplish  the 
following: 

1.  It  would  ban  the  new  construction  of 
off-premise  billboards  along  federal  high- 
ways, while  leaving  existing  legal  signs  in 
place; 

2.  It  would  require  the  removal  within  90 
days  of  signs  found  to  be  illegal  signs,  and 
those  purchased  but  still  standing; 

3.  It  would  end  the  billion-dollar  federal- 
state  obligation  for  cash  compensation  of 
billboard  owners  for  sign  removal.  By  doing 
this,  it  would  terminate  the  federal  preemp- 
tion of  state  and  local  land  use  regulations, 
and  return  to  states  and  localities  the  deci- 
sion about  whether  or  not  to  remove  non- 
conforming signs  and  the  means  to  compen- 
sate owners  if  signs  are  to  be  removed.  The 
cash  compensation  requirement  is  a  special 
deal  for  billboards  that  other  non-conform- 
ing land  uses  do  not  enjoy. 


4.  It  would  make  illegal  the  industry  prac- 
tice of  tree-cutting  for  billboard  visibility 
along  public  rights  of  way; 

5.  It  would  require  a  state  sign  inventory 
and; 

6.  It  would  require  establishment  of  sign 
guidelines  for  federal  lands. 

The  provisions  are  right  and  reasonable. 
While  not  as  strong  as  the  provisions  of  S. 
1494,  introduced  by  Senator  Slade  Gorton, 
they  will  make  a  major  improvement  in  the 
federal  government's  approach  to  effective 
billboard  control. 

Thank  you  for  your  attention  to  this 
matter. 

Sincerely, 

John  Busby,  Jr., 
FAIA,  President 

American  Planning  Association. 
Washington,  DC,  September  9,  1986. 
Re  Highway  Beautification  Provisions  in  S. 
2405,  the  Federal-Aid  Highway  Act  of 
1986. 
Hon.  Slade  Gorton, 
Hart  Senate  Office  Building, 
Washington,  DC. 

Dear  Senator  Gorton:  On  behalf  of  the 
21,000  members  of  the  American  Planning 
Association— who  are  planning  practitioners 
and  elected  and  appointed  officials  at  all 
levels  of  government  as  well  as  concerned 
citizens,  academicians  and  students— we 
urge  you  to  support  the  billboard  reform 
provisions  in  Section  117  without  weakening 
amendments  when  the  Senate  acts  on  S. 
2405,  the  Federal-Aid  Highway  Act  of  1986. 

Unlike  other  groups  supporting  billboard 
reform,  our  members,  urban  and  regional 
planners,  are  on  the  firing  line  in  the  devel- 
opment and  implementation  of  local  zoning 
and  sign  codes.  We  are,  therefore,  most  sup- 
portive of  the  provision  in  Section  117 
which  returns  control  over  existing  bill- 
boards to  state  and  local  governments.  This 
provision  allows  state  and  local  governments 
to  remove  billboards  using  their  constitur 
tional  land  use  controls. 

Another  provision  of  Section  117  allows 
states  and  local  governments  to  use  amorti- 
zation to  compensate  signowners  as  well  as 
the  option  of  letting  the  billboards  remain. 
In  order  to  give  teeth  to  state  and  local  land 
use  controls.  Section  117  eliminates  the  re- 
quirement for  states  to  pay  cash  for  bill- 
board removal.  It  should  be  noted  that 
many  state  courts  have  approved  the  remov- 
al of  billboards  under  local  land  use  laws 
without  the  need  for  cash  payments.    ■ 

Planners  strongly  feel  that  preserving  the 
integrity  of  state  and  local  land  use  deci- 
sions is  of  the  utmost  importance.  Commu- 
nity goals  embodied  in  countless  land  use 
decisions— made  by  elected  officials— should 
not  be  subverted  to  benefit  a  special  inter- 
est. 

Another  major  point,  in  light  of  the  na- 
tional deficit  and  budget  crxmches  felt  at  all 
levels  of  government,  paying  billboard 
owners  to  remove  billboards  while  the  fund- 
ing for  other  critical  domestic  programs  has 
been  reduced,  is  unconscionable.  It  is  sense- 
less for  American  taxpayers  to  continue  to 
pay  for  the  removal  of  billboards,  which,  ac- 
cording to  the  General  Accounting  Office 
and  the  Inspector  General  of  the  U.S.  De- 
partment of  Transportation,  amounts  to  ap- 
proximately $1  billion.  Under  Section  117. 
states  have  the  option  of  using  Federal 
funds  to  remove  bUlboards,  but  are  not  re- 
quired to  do  so. 

In  addition,  we  seek  your  support  for  the 
moratorium  on  the  construction  of  new  bill- 
boards along  Federal  highways. 
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In  light  of  the  favorable  billboard  reform 
provisions  contained  in  S  2405.  which  were 
approved  by  the  Senate  Conunittee  on  E^nvi- 
ronment  and  Public  Works  by  an  11-4  vote, 
the  Senate  has  an  unprecedented  opportu- 
nity to  Instill  meaningful  reform  in  legisla- 
tion which  is  riddled  with  loopholes  favor- 
ing the  billboard  Industry.  The  vote  before 
the  Senate  is  even  more  critical  since  the 
House  recently  approved  additional  loop- 
holes in  the  statute  which  is  misnamed  the 
"Highway  Beautification  Act."  The  Senate 
needs  to  send  a  strong  message  to  the  House 
In  light  of  the  House/Senate  conference 
committee  deliberations. 

In  conclusion,  we  urge  you  to  vote  for  Sec- 
tion 117  without  weakening  amendments 
when  S  3405  is  debated  on  the  Senate  Floor. 

If  you  have  questions  on  our  position, 
please  do  not  hesitate  to  contact  George  T. 
Marcou,  AICP,  Deputy  Executive  Director, 
or  Nancy  Schamberg  WUlis,  AICP,  Director 
of  Government  Affairs,  at  202/872-0611. 

Thank  you  for  the  consideration  of  our 
position. 

Respectfully  submitted. 

Norman  Khumholz. 

AICP  President 

Mr.  GORTON.  Mr.  President,  over- 
burdened taxpayers  wish  the  law 
changed.  Groups  like  the  National 
Taxpayers  Union  have  endorsed  the 
bill  to  eliminate  the  billion  dollar  the- 
oretical liability,  at  least,  with  which 
the  present  law  has  saddled  the  tax- 
payers. 

I  ask  unanimous  consent  at  this 
point  to  have  printed  in  the  Record  a 
list  of  all  organizations  which  have  en- 
dorsed the  legislation. 

There  being  no  objection,  the  list 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Okganizations  Endorsing  Billboard 
Reform 

American  Farmland  Trust. 

American  Institute  of  Architects. 

American  Planning  Association. 

American  Lung  Association. 

American  Society  of  Landscape  Archi- 
tects. 

Appalachian  Mountain  Club. 

Center  for  Science  in  the  Public  Interest. 

Coalition  for  Scenic  Beauty. 

Environmental  Action. 

Environmental  Defense  Fund. 

Environmental  Policy  Institute. 

Friends  of  the  Earth. 

Garden  Clubs  of  America. 

Izaak  Walton  League  of  America. 

National  Aububon  Society. 

National  League  of  Cities. 

National  Parks  and  Conservation  Associa- 
tion. 

National  Railroad  Passengers  Association. 

National  Recreation  and  Park  Association. 

National  Taxpayers  Union. 

National  Trust  for  Historic  Preservation. 

National  Wildlife  Federation. 

Natural  Resources  Defense  Council. 

Preservation  Action. 

Sierra  Club. 

The  Wilderness  Society. 

Mr.  GORTON.  Mr.  President,  at  the 
time  at  which  this  original  bill  was 
passed,  and  at  the  time  at  which  Con- 
gress offered  the  States  aid  and  assist- 
ance in  the  form  of  money  to  compen- 
sate for  the  removal  of  billboards,  we 
were   not   facing   the   overwhelming 


problems  of  huge  Federal  budget  defi- 
cits which  we  face  today. 

It  has  been  several  years  since  any 
money  has  been  appropriated  for  this 
purpose.  It  will  certainly  be  many 
years  in  the  future  before  it  is  appro- 
priate for  us  to  defer  Federal  money, 
which  can  be  much  more  effectively 
used  for  higher  priorities  than  the  bill- 
board removal,  when  billboard  remov- 
al laws  should  be  the  provinces  of  the 
States  themselves. 

For  that  reason,  for  highway  beauti- 
fication reasons,  for  the  principles  of 
federalism  and  for  the  sacred  principle 
of  State  and  local  control  over  what  is 
largely  and  ought  to  be  a  State  and 
local  issue,  I  heartedly  endorse  the 
provisions  of  section  117  of  this  com- 
prehensive highway  bill. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  GORTON.  Mr.  President,  I  sug- 
gest the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roll. 
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Mr.  DOLE.  Mr.  President,  I  ask 
imanimous  consent  that  the  order  for 
the  quonrni  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOLE.  Mr.  President,  I  am  here 
to  indicate  that  we  would  like  to  get 
some  action  on  something  if  we  intend 
to  leave  here  on  October  3.  We  have 
been  here  since  9:30  this  morning  and 
have  not  done  a  thing  yet. 

I  understand  there  will  be  an  objec- 
tion to  the  highway  bill,  so  maybe  the 
best  way  to  do  that  is  just  bring  that 
up  and  have  somebody  object  and  that 
would  take  care  of  the  highway  bill  for 
the  year.  I  hope  that  would  not  be  the 
case,  because  it  is  very  important.  But 
I  think  we  have  to  find  out  where  the 
objections  are.  And  if  they  feel  that 
strongly  about  the  provisions,  then 
they  certainly  will  object.  I  do  not 
have  any  quarrel  with  that,  but  I 
think  we  need  to  find  out  one  way  or 
another,  because  we  have  a  must  list 
of  legislation. 

This  is  an  item  of  particular  impor- 
tance. I  luiow  there  are  some  contro- 
versial portions  of  it.  So  we  might 
want  to,  before  we  recess,  try  to  call 
that  bill  up  and,  if  there  is  objection, 
we  will  forget  about  it. 

We  also  would  like  to  proceed  to 
product  liability  at  2  o'clock.  There 
may  be  a  motion  to  table  the  motion 
to  proceed.  So  at  least  we  may  be  able 
to,  depending  on  that  vote,  determine 
how  much  more  time  we  wish  to  spend 
on  product  liability. 

CFTC  is  a  very  important  piece  of 
legislation.  I  understand  there  may  be 
an  agreement  in  the  works  on  that  leg- 
islation, the  Commodity  Futures  Trad- 
ing Commission.  It  is  in  the  clearance 


process.  Hopefully  we  could  dispose  of 
that  within  a  couple  of  hours. 

FIFRA,  the  Federal— I  will  just  stick 
with  FIFRA,  fimgicide  and  insecticide 
and,  what  else,  rodenticide;  bugs,  rats 
and  other  things.  We  are  in  the  proc- 
ess of  working  that  out,  I  guess.  Hope- 
fully, we  can  pass  the  FIFRA  bill. 

I  know  the  Presiding  Officer  has  a 
bill  we  could  take  up,  hopefully,  today 
on  disabilities  and  handicapped  em- 
ployment. 

So,  if  the  managers  would  like  me  to 
make  the  request  to  bring  the  bill  up 
and  have  it  objected  to,  I  will  be 
happy  to  do  that. 

Mr.  FORD.  Will  the  majority  leader 
yield? 

Mr.  DOLE.  Yes. 

Mr.  FORD.  I  am  one  of  the  objec- 
tors. I  say,  very  frankly  and  openly, 
that  what  I  am  trying  to  do  is  protect 
the  small  billboard  people  in  my  State 
who  have  asked  me  to  give  them  some 
help.  We  have  tried,  in  the  last  few 
minutes,  to  work  out  something.  We 
have  not  hit  the  right  chord  yet.  But 
there  are  several  Senators  that  feel 
the  same  way  I  do, 

I  am  not  trying  to  be  an  obstruction- 
ist as  it  relates  to  the  bill.  I  am  trying 
to  get  in  the  posture  of  maybe  working 
something  out.  If  I  cannot,  I  do  not 
want  to  object  to  the  whole  highway 
bill,  but  we  have  loaded  it  up  and  that 
makes  it  controversial.  I  do  not  want 
to  object  to  the  contracting  part  of  the 
highway  bill.  I  would  prefer  we  have  a 
clean  bill  and  go  on  with  it  so  we 
would  not  have  any  controversy. 

So,  if  the  distinguished  majority 
leader  would  give  me  at  least  until  the 
2  o'clock  hour  to  see  if  I  could  work 
out  something  as  it  relates  to  an  agree- 
ment of  some  kind— I  doubt  seriously 
we  can,  but  hope  springs  eternal. 

I  do  not  want  to  object.  I  am  just 
trying  to  take  care  of  the  small  busi- 
ness people  in  my  State.  I  am  for 
stricter  enforcement  and  lots  of 
things,  but  I  just  do  not  believe  we 
ought  to  put  them  out  of  business. 
And  if  you  cannot  grow,  you  wither.  I 
would  be  hopeful  that  we  could  hold 
off  until  the  2  o'clock  hour. 

Mr,  DOLE.  I  think  I  may  have  a 
similar  view  as  the  Senator  from  Ken- 
tucky. So  I  understand  the  problem, 
particularly  as  it  relates  to  small 
towns.  You  could  never  find  them 
without  a  billboard  around. 

In  any  event,  I  have  no  quarrel  with 
that.  I  think  the  managers  are  willing 
to  try  to  continue  working. 

Mr.  BENTSEN.  Mr.  President,  I. 
frankly,  feel  very  strongly  about  the 
highway  legislation  and  the  Highway 
Beautification  Act.  I  do  not  look  on  it 
as  something  extraneous  or  superflu- 
ous. 

I  think  that  we  have  to  see  if  we 
cannot  get  control  of  the  billboard  sit- 
uation. Now  there  are  many  honorable 
and  conscienous  billboard  owners  and 
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it  is  not  our  intent  to  hurt  them  at  all. 
But  there  has  been  a  great  prolifera- 
tion of  signs  since  passage  of  the  High- 
way Beautification  Act.  All  you  have 
to  do  is  drive  to  the  airport  in  Hous- 
ton, TX,  and  see  the  most  incredible 
clutter  of  billboards  imaginable.  I  am 
one  of  those  that,  for  a  long  time,  has 
supported  outright  cash  compensa- 
tion. But,  we  have  preempted  the 
States'  rights  by  taking  away  their 
constitutional  right  to  use  amortiza- 
tion. In  this  piece  of  legislation,  we 
give  them  the  right  to  either  amortize 
the  cost  of  removing  billboards,  if  the 
State  so  desires,  or  to  pay  cash  com- 
pensation. 

I  think  we  have  an  excellent  piece  of 
legislation.  Frankly,  I  have  a  serious 
question  that  we  are  going  to  be  able 
to  work  out  a  compromise,  but  I  am 
quite  willing  to  try.  The  reauthoriza- 
tion of  our  highway  program  is  essen- 
tial if  we  are  to  provide  and  maintain 
adequate  transportation  for  our 
Nation.  With  very  little  time  left  in 
this  session,  we  must  move  forward, 
and  I  would  hope  that  this  issue  will 
not  delay  or,  worse,  kill  the  bill. 

Mr.  GORTON.  Will  the  majority 
leader  yield? 

Mr.  DOLE.  Let  me  yield  first  to  the 
distinguished  chairman  of  the  commit- 
tee. 

Mr.  STAFFORD.  Like  my  colleague. 
Senator  Bentsen,  I  would  be  willing  to 
see  if  something  can  be  worked  out  be- 
tween now  and  2  o'clock.  I  am  a  bit  du- 
bious that  it  can  be. 

I  think  the  overriding  importance  of 
getting  this  highway  bill  up  and  en- 
acted is  critical  to  the  highway  needs 
of  the  50  States  and  the  Nation.  But 
we  will  make  the  effort  between  now 
and  2  o'clock  to  see  if  we  can  find 
some  accommodation. 

Mr.  DOLE.  I  yield  to  the  Senator 
from  Washington. 

Mr.  GORTON.  Mr.  President,  I 
simply  would  echo  the  points  made  by 
the  distinguished  Senators  from  Texas 
and  Vermont.  This  provision  is  not 
something  which  is  incidental  or  that 
was  crafted  in  an  irrelevant  manner.  It 
relates  directly  to  our  highway  pro- 
gram. It  is  a  provision  which  had 
almost  a  three  to  one  majority  within 
the  committee. 

The  real  issue  here,  which  the  objec- 
tors have  brought  up,  is  whether  or 
not  we  are  going  to  be  allowed  to  dis- 
cuss either  the  highway  bill  as  a 
whole,  or  highway  beautification. 
Those  of  us  who  are  proponents  of 
highway  beautification  have  not  asked 
its  opponents  to  gag  themselves.  As 
soon  as  this  bill  comes  up,  they  can 
put  up  an  amendment  which  would 
strike  the  entire  provision.  The  Senate 
can  debate  it  for  a  relatively  short 
period  of  time  and  simply  vote  and 
make  that  decision. 

The  Senator  from  Kentucky  let  slip 
his  views  when  he  said  that  if  the  busi- 
nesses he  purports  to  represent  cannot 


grow,  they  wither.  Translated  into 
English,  that  means  he  does  not  want 
billboard  controls.  He  wants  people  to 
be  able  to  put  up  more  and  more  and 
more  of  them  at  all  times. 

That  is  a  perfectly  worthy  point  of 
view.  I  think  we  ought  to  be  allowed  to 
vote  on  whether  or  not  that  is  the 
case. 

This  proposal,  which  is  a  part  of  this 
bill  which  the  Senators  from  Texas 
and  Vermont  have  drafted,  does  not 
require  Kentucky  or  any  other  State 
to  take  billboards  down.  It  simply  says 
they  can  do  what  they  wish  and  we 
will  have  a  moratorium  while  we  make 
that  decision  on  new  billboards.  That 
is  a  reasonable  position.  I  can  also  un- 
derstand the  opposition  to  it.  But  if 
there  is  opposition  to  it,  let  them  come 
out  on  the  floor  and  let  them  put  in 
an  amendment  to  strike  section  117 
and  let  us  vote  on  it. 

Mr.  DOLE.  Mr.  President,  if  we 
caimot  get  an  agreement  on  that  one 
provision,  at  least  maybe  we  could 
start  on  the  bill. 

Mr.  FORD.  I  say  to  my  friend,  the 
majority  leader,  once  you  start  on  the 
bill,  that  provision  is  part  of  it. 

Mr.  DOLE.  But  you  could  prevent  it. 
We  are  in  a  posture  now  where  if  any- 
body says  that  this  is  a  bill  that  is  not 
going  to  pass  for  2  days  means  it  prob- 
ably is  not  going  anywhere.  We  are 
looking  at  October  3.  That  means  we 
have  9  days  left. 

Mr.  FORD.  I  do  not  want  to  do  that, 
I  say  to  the  majority  leader. 

I  admire  my  distinguished  friend 
from  Washington  who  talks  about 
sweetness  and  light  here,  but  there  is 
something  imderlying,  and  that  is  the 
ability  for  the  small  businessman  to 
fight  for  his  life.  We  here  in  this  Con- 
gress continue  to  put  our  hand  on  top 
of  the  small  businessman  and  now 
allow  him  to  continue.  He  is  not  a 
giant.  He  is  a  David.  He  needs  to  have 
the  opportunity. 

But  what  we  are  saying  is,  he  is 
going  to  put  up  more  billboards.  Well, 
if  he  is  doing  it  and  he  is  doing  it  right 
and  we  have  stronger  enforcement, 
why  not? 

So  I  am  willing  to  wait  until  2 
o'clock.  Maybe  in  that  period  of  time 
we  can  find  some  language  that  might 
be  acceptable  to  those  who  are  ada- 
mantly opposed  to  my  position.  I  am 
not  adamant.  I  just  want  to  stay  with 
it  a  little  longer. 

Mr.  SYMMS.  Will  the  majority 
leader  yield? 

Mr.  DOLE.  Let  me  first  ask  unani- 
mous consent  that  we  may  proceed 
beyond  12  o'clock. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOLE.  I  yield  to  the  Senator 
from  Idaho. 

Mr.  SYMMS.  I  thank  the  distin- 
guished majority  leader.  I  would  just 
like  to  say  I  hope  we  can  work  this  out 
during  the  coming  2  hours. 
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As  manager  of  this  bill,  I  happen  to 
have  voted  the  same  position  that  the 
Senator  from  Kentucky  is  taking.  I 
might  report  to  him,  we  had  a  very 
lengthy  debate  on  that  in  the  commit- 
tee. Senator  Buroick  and  I  both  have 
discussed  it  and  tried  to  put  forward 
the  position  of  the  Senator  from  Ken- 
tucky. But  we  did  not  win.  I  know  my 
State  highway  department  is  opposed 
to  the  billboard  language  that  is  in  the 
bill,  but  they  do  not  want  to  be  slow- 
ing down  the  overall  bill  because  of 
that.  That  happens  to  be  my  position. 

If  we  can  work  out  some  compromise 
with  the  Senator  from  Kentucky,  I 
hope  the  parties  on  both  sides  can  do 
that.  If  not,  I  hope  the  Senator  from 
Kentucky  will  be  able  to  protect  his 
points  in  some  way. 

I  might  say  we  do  have  to  negotiate 
in  the  conference  with  the  other  body. 
Their  position  is  very  firm  on  this. 
Probably  knowing  how  things  work  in 
Washington  we  will  have  some  com- 
promise between  the  House  and  the 
Senate  on  this  issue. 

I  think  the  Senator's  position  is 
being  well  noted  and  those  people  will 
have  an  opportunity  for  some  protec- 
tion. 

Mr.  FORD.  I  might  say  to  the  distin- 
guished majority  leader  that  of  the 
seven  Senators  on  the  floor  it  appears 
it  is  4  to  3  in  my  favor. 

Mr.  DOLE.  In  any  event,  I  certainly 
believe  the  highway  bill  is  important.  I 
know  the  members  of  the  committee 
have  spent  a  lot  of  time  on  this  meas- 
ure and  we  are  not  going  to  try  to 
scuttle  all  that  effort. 

It  will  probably  be  that  there  will  be 
a  motion  to  table  the  motion  to  pro- 
ceed on  product  liability  at  2  o'clock 
and  there  will  probably  be  a  vote  on 
that  at  2:30.  So  we  will  have  until 
about  2:45  to  see  if  there  is  accommo- 
dation. If  we  cannot  have  one.  I  share 
the  view  with  the  chairman,  that  we 
should  not  sink  the  whole  bill  because 
of  one  provision.  I  understand  the  dis- 
tinguished Senator  from  Kentucky 
has  a  legitimate  concern.  I  do  not 
quarrel  with  his  efforts  to  try  to  pre- 
vail. But  if  we  cannot  get  an  agree- 
ment, maybe  we  ought  to  take  up  the 
bill  because  we  really  do  want  to  com- 
plete action  on  it  today  if  we  can. 

We  hope  to  start  on  the  drug  bill  on 
Thursday  in  the  Senate.  That  could 
take  all  weekend. 

I  am  still  an  optimist.  Maybe  every- 
body else  has  given  up  on  getting  out 
on  the  3d.  It  seems  to  me  it  is  within 
striking  distance  because  we  do  not 
have  that  many  must  pieces  of  legisla- 
tion. But  this  is  an  important  piece  of 
legislation.  I  hear  it  here  and  I  hear  it 
other  places  around  Washington  when 
I  run  into  the  Secretary  of  Transpor- 
tation. So  we  will  not  give  up  on  this 
yet. 
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RECESS  UNTIL  2  P.M. 

Mr.  DOLE.  Mr.  President,  I  move 
that  the  Senate  stand  in  recess  until  2 
p.m. 

The  motion  was  agreed  to  and  the 
Senate,  at  12:02  p.m.,  recessed  until  2 
p.m.,  whereupon,  the  Senate  reassem- 
bled when  called  to  order  by  the  Pre- 
siding Officer  [Mr.  Wallop]. 

D  1400 

Mr.  KASTEN  addressed  the  Chair. 
The    PRESIDING    OFFICER.    The 
Senator  from  Wisconsin. 


PRODUCT  LIABILITY  REFORM 
ACT 

Mr.  KASTEN.  Mr.  President,  what  is 
the  pending  business? 

The  PRESIDING  OFFICER.  The 
pending  business  is  the  motion  to  pro- 
ceed to  the  consideration  of  the  Prod- 
uct Liability  Reform  Act. 

Mr.  KASTEN.  I  thank  the  Chair. 

Blr.  President,  I  strongly  support  the 
motion  to  proceed  to  S.  2760,  the  Prod- 
uct Liability  Reform  Act.  Clearly, 
product  liability  reform  is  absolutely 
essential  to  provide  justice  and  fair- 
ness to  everyone  in  America  who  uses, 
sells,  or  manfacturers  products. 

While  I  believe  an  overwhelming  ma- 
jority of  my  colleagues  support  Feder- 
al product  liability  reform,  some  of 
them  were  opposed  to  proceeding  on 
S.  2760  because  of  the  arbitrary  caps 
on  a  plaintiffs  recovery  which  are  cur- 
rently in  the  bill. 

However,  Senators  Inouye,  Gorton, 
Kassebaum,  Stevens,  Riegle.  and  I 
have  reached  a  bipartisan  compromise 
agreement  on  a  substitute  to  S.  2760 
which  would  completely  remove  all 
caps  on  recovery. 

Mr.  President,  I  want  to  point  out 
that  we  now  have  reestablished  a  bi- 
partisan leadership  group,  a  bipartisan 
core  group  of  Senators.  We  are  seeking 
to  reestablish  the  strength  that  we 
had  in  the  committee  on  a  16-  to-  1 
vote.  I  believe  we  can  be  successful. 
Today's  vote  is  our  effort  to  proceed  to 
the  consideration  of  S.  2760.  and  I 
simply  want  people  to  understand  that 
what  we  are  trying  to  do  is  to  go  back 
to  the  agreement  which  had  been 
reached  by  a  vote  of  16  to  1. 

The  caps  in  S.  2760  are  contained  in 
the  expedited  settlement  provisions  of 
the  bill,  and  our  substitute  would  re- 
place those  settlement  provisions  with 
the  settlement  provisions  which  origi- 
nally were  adopted  by  the  Commerce 
Committee  by  a  vote  of  16  to  1. 

Our  compromise  not  only  eliminates 
a  central  objection  of  the  consumer 
groups  to  this  legislation,  but  it  is  sup- 
ported by  the  National  Association  of 
Manufacturers,  the  Chamber  of  Com- 
merce, the  National  Federation  of  In- 
dependent Businesses,  the  Business 
Roundtable,  and  many  other  business 
groups  and  associations.  The  adminis- 
tration also  supports  this  amendment. 


Because  of  the  widespread  support 
which  this  bipartisan  compromise  has 
already  gathered,  I  am  confident  that 
it  will  be  overwhelmingly  adopted  by 
the  Senate  when  offered.  While  some 
of  us  will  seek  further  amendments  to 
S.  2760  on  the  floor— Senator  Lugar 
and  I  still  intend  to  offer  our  fault  de- 
fenses amendment,  for  example— our 
bipartisan  compromise  substitute 
eliminates  the  most  controversial  pro- 
visions of  this  legislation.  I  therefore 
urge  my  colleagues  to  move  to  the  con- 
sideration of  S.  2760,  the  Product  Li- 
ability Reform  Act,  without  delay. 

When  we  begin  hearings  on  product 
liability  legislation  about  SV^  years 
ago,  the  liability  crisis  was  in  its  infan- 
cy. We  said  at  that  time  that  this  was 
an  issue  which  could  only  be  addressed 
federally,  and  that  the  failure  of  Con- 
gress to  act  on  tort  reform  would 
result  in  unavailability  and  unafforda- 
bility  of  insurance.  Congress  did  not 
act  in  the  97th  Congress— or  the  98th 
Congress— and  the  product  liability 
crisis  has  worsened  each  year.  Now, 
our  mailboxes  are  filled  with  letters 
from  large  and  small  manufacturers 
who  cannot  find  insurance  for  their 
products,  consumers  who  cannot  pur- 
chase needed  medicines  at  reasonable 
prices,  and  product  sellers  who  are 
dragged  into  every  suit  against  a  man- 
ufacturer even  when  there  was  clearly 
no  negligence  or  fault  on  their  part. 

The  product  liability  explosion  is 
changing  the  American  way  of  life.  It 
is  driving  a  diverse  group  of  products- 
vaccines,  football  helmets,  medical  and 
construction  equipment,  and  so 
forth— off  the  market.  There  has  been 
a  758-percent  increase  in  product  li- 
ability suits  in  the  past  decade.  The 
average  jury  verdict  is  up  from  under 
$400,000  to  over  $1.8  million  in  the 
same  period.  Small  businesses  are 
unable  to  pay  skyrocketing  insurance 
premiums.  A  survey  in  my  State 
showed  10  percent  of  Wisconsin  busi- 
nesses might  be  forced  out  of  business 
if  something  is  not  done.  This  is  now  a 
clear  national  crisis  affecting  every- 
one. 

Last  month,  the  delegates  to  the 
White  House  Conference  on  Small 
Business  ranked  the  liability  crisis  as 
the  No.  1  problem  for  small  business 
today.  The  delegates,  in  an  unprece- 
dented action,  passed  a  resolution  call- 
ing on  Congress  to  pass  the  specific 
legislation  under  consideration  here 
today. 

Also  last  month  the  National  Gover- 
nors' Association  overturned  a  long- 
standing policy  against  Federal  pre- 
emption of  product  liability  laws  and 
voted  to  support  a  Federal  resolution 
to  the  product  liability  crisis. 

Enactment  of  the  legislation  before 
this  Chamber  will  help  to  lessen  the 
pain  of  the  product  liability  crisis.  The 
statute  of  repose  in  this  bill  will  end 
the  "long  tale  of  liability"  problem 
which  unfairly  penalizes,  almost  exclu- 


sively, domestic  product  sellers  and 
manufacturers. 

The  legislation  before  this  commit- 
tee would  end  workers  compensation 
subrogation  liens.  This  will  greatly 
reduce  transaction  costs  and  benefit 
everyone  except  perhaps  the  attorneys 
who  will  no  longer  be  necessary  to 
pursue  these  liens. 

This  legislation  also  provides  a  uni- 
form Federal  fault  standard  for  prod- 
uct sellers  and  provides  that  those 
who  only  sell  products  should  not  be 
liable  for  anyone's  negligence  except 
their  own.  This  is  only  fair,  and  on  the 
floor  of  the  Senate,  I  hope  we  can 
extend  this  same  fairness  to  product 
manufacturers  as  well.  Senator  Lugar 
and  I  will  offer  a  uniform  fault  stand- 
ard amendment  to  do  this. 

This  bill  also  provides  a  uniform  2- 
year  statute  of  limitations.  Unlike  the 
statutes  of  limitations  in  many  States, 
the  2  years  does  not  begin  to  run  until 
the  claimant  has  had  a  chance  to  dis- 
cover his  injury.  This  is  only  fair  and 
equitable. 

I  should  say  we  have  had  a  broad  bi- 
partisan consensus  of  support  on  this 
particular  section. 

In  the  legislation  before  us,  we  have 
taken  important  steps  to  control  the 
abusive  award  of  pimitive  damages. 
We  have  clarified  the  standard  of 
proof  to  be  "clear  and  convincing"  evi- 
dence and  provided  that  "conscious, 
flagrant  indifference  to  the  safety  of 
persons"  should  be  the  standard  of  li- 
ability. 

Due  primarily  to  Senator  Kasse- 
baum's  leadership,  we  have  provided  a 
Government  standards  defense  for  pu- 
nitive damages  which  will  simply 
insure  that  manufacturers  are  not  pun- 
ished for  following  Federal  laws. 

While  the  conmiittee  did  not  adopt 
any  amendment  to  place  contingency 
fees  on  a  sliding  scale,  we  have  given 
judges  the  power  and  the  mandate  to 
require  those  who  bring  frivolous  suits 
to  pay  the  other's  full  costs  and  attor- 
ney fees,  and  to  punish  those  who  in- 
tentionally delay  the  resolution  of  le- 
gitimate claims  for  no  just  purpose.  I 
hope  the  judges  and  lawyers  in  Amer- 
ica view  this  as  what  it  is— a  shot  over 
the  bow  of  the  legal  commimity  warn- 
ing about  abuses  which  Congress 
wants  corrected.  I  urge  all  attorneys  to 
support  the  judges  in  their  enforce- 
ment of  these  provisions.  The  filing  of 
frivolous  lawsuits  has  become  a  form 
of  extortion  which  can  no  longer  be 
tolerated. 

Senator  Pressler  added  a  very  im- 
portant amendment  which  significant- 
ly reduces  the  inherent  unfairness  of 
the  joint  and  several  liability  doctrine. 
The  committee  adopted  Senator  Pres- 
sler's  compromise  position  on  this 
issue,  and  this  will  result  in  significant 
improvement  in  current  law. 
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Mr.  President,  this  bill,  even  as 
amended  by  our  bipartisan  compro- 
mise, Is  not  perfect.  Senator  Lugar 
and  I  intend  to  offer  an  amendment, 
and  I  know  others  are  intending  to 
offer  amendments.  Nevertheless,  the 
bill  before  this  Chamber  as  amended 
by  our  substitute  is  an  excellent  bill 
which  is  urgently  necessary  to  help  ad- 
dress the  tort  liability  crisis.  Our  bi- 
partisan substitute  amendment  will 
prevent  the  vote  on  product  liability 
from  becoming  a  referendum  on  caps. 
Ninety-five  percent  of  our  substitute 
bill  is  the  product  of  an  almost  com- 
plete consensus  of  our  committee. 
Now,  any  delay  on  this  issue  should  be 
seen  as  what  it  is— an  attempt  by  a 
tiny  minority  of  trial  attorneys  to 
thwart  reforms  beneficial  to  all  of  us.  I 
strongly  urge  my  colleagues  to  vote  to 
proceed  to  S.  2760,  the  Product  Liabil- 
ity Reform  Act. 

Mr.  GORTON.  Mr.  President,  during 
the  course  of  the  debate  of  the  motion 
to  proceed,  each  side  has  spoken  elo- 
quently in  defense  of  its  position.  The 
distinguished  Senator  from  Wisconsin, 
who  has  put  more  hours,  more  effort, 
and  more  productive  work  into  this 
proposal  than  any  other  single 
Member  of  the  body,  has  eloquently 
described  the  need  for  product  liabil- 
ity reform  legislation  and  the  need  for 
a  Federal  role  in  such  legislation.  The 
distinguished  Senator  from  South 
Carolina  has  spoken  with  great  elo- 
quence of  the  rights  of  individuals 
who  are  injured,  generally  through  no 
fault  of  their  own,  and  the  necessity 
that  such  individuals  have  redress  in 
the  courts  which  is  ready  and  have  the 
potential  for  recovery  which  is  ade- 
quate. 

If  I  may  note  one  feature  of  this 
debate,  it  would  seem  to  me  that  the 
considerations  espoused  by  both  sides 
have  great  weight.  Yet  the  debate  on 
each  side  seems  to  a  large  extent  to 
have  been  one-sided  and  not  to  have 
recognized  that  we  are  discussing  a 
matter  which  ought  greatly  to  trouble 
all  of  us. 

I  have,  since  the  begirming  of  the 
discussion,  since  the  beginning  of  my 
career  in  the  Senate  and  on  the  Com- 
merce Committee,  been  concerned 
about  this  issue  and  have  attempted  to 
search  for  what  I  consider  to  be  an  ap- 
propriate solution.  I  still  find,  after  all 
of  the  study  I  have  put  into  it,  very, 
very  good  argvunents  on  both  sides  of 
this  issue.  I  do  feel,  however,  that 
after  a  period  of  almost  6  years,  the 
issue  is  important  enough  to  the 
people  of  the  United  States  that  it 
ought  to  be  debated  on  the  floor  of 
the  Senate  of  the  United  States,  that 
we  ought  not  simply  to  have  an  ab- 
stract discussion  of  an  idea,  but  that 
we  ought  to  deal  with  specific  propos- 
als and  with  specific  amendments.  It  is 
in  part,  at  least,  for  that  reason  that  I 
intend  to  cast  my  vote  against  the 


motion  to  table  this  motion  to  pro- 
ceed. 

There  is  an  important  role  for  the 
Federal  Government  in  bringing  some 
uniformity  to  this  area,  but  we  need  to 
proceed  cautiously.  For  example,  the 
core  bill  from  which  this  idea  started, 
of  which  the  Senator  from  Wisconsin 
has  spoken,  is  something  which  I  sup- 
port enthusiastically.  During  the 
course  of  the  debate  in  the  Commerce 
Committee,  however,  there  was  evi- 
dence of  interest  in  a  proposal  by  the 
Senator  from  South  Dakota  [Mr. 
Pressler],  which  amended  and  which, 
for  all  practical  purposes,  repealed  the 
general  common  law  rule  with  respect 
to  joint  and  several  liability  in  this 
area  of  tort  law  only. 

I  opposed  that  change,  in  part  be- 
cause it  seemed  to  me  confusing  to 
have  a  role  for  joint  and  several  liabil- 
ity in  some  major  areas  of  the  law  and 
to  abolish  it  in  others.  The  distin- 
guished Senator  from  Kentucky  [Mr. 
McConnell]  with  some  logic,  proposes 
to  go  farther  and  abolish  that  rule 
with  respect  to  all  areas.  At  the 
present  time,  I  would  oppose  such 
change  or  at  least  oppose  having  such 
a  change  imposed  by  the  Federal  Gov- 
ernment. Nevertheless,  even  with  that 
proposal  having  been  adopted  over  my 
vote  in  the  Commerce  Committee,  I 
would  have  voted  in  favor  of  this  bill 
and  to  report  this  bill  had  it  not  been 
for  the  addition  of  title  II,  a  form  of 
settlement  procedure. 

The  Senator  from  Wisconsin  is  en- 
tirely correct,  I  believe,  in  stating  that 
the  bill  before  the  adoption  of  title  II 
would  in  all  probability  have  been  ap- 
proved by  a  16-to-l  or  15-to-2  vote  in 
that  committee.  Title  II  is  so  funda- 
mentally flawed  and  so  lacking  in 
equity,  however,  that  I  was  unable  to 
approve  a  bill  which  included  it.  It  is 
that  prior  broad  consensus,  in  which  I 
joined,  that  the  Senator's  amendment 
seeks  to  restore. 

Title  II  would  result  in  the  overcom- 
pensation of  some  claimants  and  the 
undercompensation  of  other  claim- 
ants. Because  of  that  proposal,  caps  on 
settlements  can  be  imposed  unilateral- 
ly by  a  seller  or  manufacturer  on  a 
plaintiff  simply  by  a  particular  form 
of  a  settlement  offer.  Both  plaintiffs 
and  defendants  are  forced  into  a  game 
in  which  some  relatively  minor  claim- 
ants will  be  relatively  overcompen- 
sated  and  some  people  who  have  suf- 
fered extremely  serious  injuries  will  be 
undercompensated. 

The  proposal  invites  malingering, 
since  failure  to  make  a  payment  of  a 
claim  within  5  year  shuts  off  future 
rights  to  such  payment.  I  have  set 
forth  my  views  at  greater  length  in  my 
dissenting  opinion  on  the  committee 
report  so  I  shall  not  amplify  them 
here.  In  spite  of  my  opposition  to  title 
II,  however,  Mr.  President,  I  am  will- 
ing to  proceed  to  the  consideration  of 
the  entire  bill  because  I  believe  a  ma- 


jority of  the  Members  of  this  Senate, 
if  the  Senator  from  South  Carolina 
would  permit  them  to  ^Tote  on  it.  would 
agree  and  would  follow  the  amend- 
ment by,  the  Senator  from  Wisconsin, 
which  would  strip  this  back  to  a  much 
more  acceptable  bill.  I  support  the 
effort  to  do  that  now  in  part  because  I 
believe  that  it  will  indicate  to  the  pro- 
ponents of  these  unfair  caps  the  level 
of  opposition  to  that  part  of  the  pro- 
posal and  that  if  we  delete  them  ^  in 
debate  in  this  Congress,  it  is  less  likely 
that  we  will  have  to  deal  with  caps,  at 
least  in  any  form  similar  to  the 
present  form,  during,  the  course  of  the 
next  Congress. 

This  bill  stripped  of  title  II  may  not 
be  perfect  but  it  certainly  deserves 
thorough  discussion  in  the  Senate.  I 
expect  that  it  would  deserve  passage 
as  well.  The  Senator  from  Wisconsin 
has  pointed  out  that  there  will  be  ad- 
ditional attempts  to  expand  the  scope 
of  the  bill.  That  is  precisely  what 
debate  on  the  Senate  floor  is  all  about. 
All  of  the  proposals  to  expand  the 
scope  of  the  bill  are  ones  which  at  the 
present  time  I  shall  oppose,  but  I  am 
certainly  willing  to  discuss  them. 

In  addition.  I  may  say  that  I  have 
some  proposals  which  I  would  make  if 
we  are  successful  in  adopting  the 
Kasten  amendment.  Senator  Gore  and 
I  offered  an  amendment  which  includ- 
ed a  settlement  procedure  which 
would  reward  a  defendant  who  was 
willing  to  make  interim  payments  for 
out-of-pocket  losses  on  the  part  of 
plaintiffs  and,  thus,  in  my  view,  en- 
courage settlement,  but  not  with  the 
meat-ax  approach  of  title  II  of  the 
present  bill. 

Finally,  of  all  the  members  of  the 
Committee  on  Commerce,  Science,  and 
Transportation,  the  member  who  can 
most  significantly  and  sympathetically 
relate  to  people  who  are  injured  seri- 
ously is  the  distinguished  Senator 
from  Hawaii  [Mr.  Inouye].  He  made 
perhaps  the  most  eloquent  speech 
against  the  cap  proposal  which  could 
possibly  have  been  given  to  a  group  of 
his  colleagues.  He  has,  however,  gone 
far  beyond  simply  making  that  speech 
in  voting  against  the  bill  in  committee. 
He  has  now  made  a  suggestion  or  a 
proposal  for  mandatory  nonbinding 
mediation.  I  believe  that  proposal  has 
a  great  deal  of  merit  and  should  be 
considered  quite  carefully  as  a  replace- 
ment for  title  II  of  the  present  bill. 

What  I  have  outlined,  I  hope,  is  the 
proposition  that  this  is  an  important 
issue  which  deserves  consideration  by 
the  Senate,  that  there  are  views  on 
the  floor  of  the  Senate  which  vary 
from  one  extreme  to  another,  but  that 
those  views  can  never  be  coordinated, 
they  can  never  accommodate  to  one 
another  without  the  right  to  debate 
the  bill  itself  on  its  merits  and  debate 
specific  amendments  to  it.  I  am  confi- 
dent that  if  the  net  result  of  a  series 
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of  amendments  were  a  bill  which  is  as 
obnoxious  as  the  bill  reported  by  the 
committee  itself,  it  would  likely  be 
beaten  on  a  vote  on  passage  or  would 
never  come  to  a  vote  on  passage.  I  am 
willing  to  accept  that  chance  because 
this  is  a  vitally  important  issue,  one 
which  should  be  debated  by  the 
Senate. 

D  1420 

Mr.  SIMON.  Mr.  President,  no 
matter  what  happens  on  the  immedi- 
ate motion.  I  think  all  of  us  recognize 
that  nothing  is  going  to  happen  this 
year.  We  have  a  very  real  problem, 
and  it  is  a  problem  we  do  not  have  the 
ability  to  deal  with  right  now.  You 
have  two  giant  forces  in  collision,  trial 
lawyers,  and  insurance  companies.  I 
would  point  out.  as  I  did  in  the  Judici- 
ary Committee,  that  in  the  State  of  Il- 
linois we  used  to  have  two  giant  forces 
in  collision— the  employer  groups  and 
the  unions  and  unemployment  com- 
pansation  and  workmen's  compensa- 
tion. We  finally  worked  out  an  agreed 
bill  process  whereby  the  employers 
and  the  unions  get  together  and  they 
agree  upon  changes— they  are  not 
sweeping  changes,  but  necessary 
changes,  desirable  changes— and  the 
public  in  Illinois  has  been  well  served 
by  that  process. 

In  the  committee  meeting  I  asked 
the  trial  lawyers  and  the  representa- 
tives of  the  insurance  companies 
whether  they  would  be  willing  to  meet 
and  consider  this  kind  of  a  process, 
and  they  at  least  monetarily  agreed 
that  they  might.  I  think  those  of  us 
who  are  here.  Members  on  both  sides 
of  the  aisle,  ought  to  aisk  representa- 
tives of  those  two  groups  to  meet.  You 
are  not  going  to  have  the  sweeping 
changes  you  have  here.  I  do  not  think 
you  are  going  to  end  up  with  a  cap  on 
pain  and  suffering,  for  example,  but  I 
think  there  are  some  changes  on  both 
sides  that  would  serve  the  public  inter- 
est. 

Now,  what  kind  of  changes?  Well, 
some  kind  of  limitation  on  joint  and 
several,  some  limitation  on  frivolous 
suits,  some  kind  of  a  statute  of  limita- 
tion. The  Senator  from  Kentucky  [Mr. 
McConnell]  has  made  some  innova- 
tive and  good  suggestions  in  the  area 
of  resolving  disputes  without  going  to 
court.  On  the  trial  lawyers'  side,  those 
are  some  of  the  things  that  can  be 
considered.  On  the  side  of  the  insur- 
ance companies,  among  other  things, 
there  are  two  bases  at  which  we  have 
to  look.  One  is  the  major  modification, 
if  not  outright  repeal,  of  McCarran- 
Perguson.  If  two  shoe  stores  in  the 
hometown  of  the  Senator  from  South 
Carolina  [Mr.  Hollings]  get  together 
and  set  the  price  of  shoes,  they  can  be 
sent  to  prison  for  3  years.  If  two  insur- 
ance companies  get  together  and  set 
the  price  of  insurance,  it  is  all  perfect- 
ly legal.  Clearly  that  does  not  serve 
the  public  interest. 


The  second  thing  that  is  wrong  is 
that  we  simply  do  not  have  an  ade- 
quate data  base.  Trying  to  find  out 
what  is  going  on  in  this  country  in  the 
insurance  field  is  like  grabbing  at  a 
balloon.  It  is  just  very,  very  hard  to 
catch.  We  have  50  State  regulators. 
Clearly,  we  need  to  be  gathering  data 
at  the  Federal  level.  We  are  the  only 
Nation  on  the  face  of  the  Earth  that 
does  not  have  Federal  Goverrunent 
control.  National  Government  control 
of  insurance.  I  do  not  advocate  it. 
What  I  do  advocate  is  that  this  indus- 
try is  so  important  and  its  function  is 
so  important  that  the  Federal  Govern- 
ment ought  to  be  able  to  gather  infor- 
mation. I  think  that  clearly  ought  to 
happen. 

Again.  I  think  we  all  recognize  we 
are  not  going  to  pass  a  bill  and  have 
anything  enacted  this  year.  That 
should  not  mean  this  discussion  is  not 
serving  a  useful  function.  We  ought  to 
see  if  we  cannot  get  together  the  two 
major  parties  in  dispute,  although  the 
public  ultimately  needs  to  be  served— 
the  insurance  companies  and  the  trial 
lawyers— not  to  have  the  kind  of 
sweeping  changes  we  have  here  but 
some  modest  changes  that  I  think  will 
serve  the  public  well. 

Thank  you.  Mr.  President. 

Mr.  McCONNELL  and  Mr.  ROL- 
LINGS addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Kentucky. 

Mr.  McCONNELL.  I  thank  the 
Chair. 

Mr.  President,  today  the  Senate 
votes  to  determine  whether  or  not  it 
will  proceed  to  consider  the  merits  of 
S.  2760.  the  Product  Liability  Reform 
Act.  The  real  question  is  whether  this 
body  can  afford  to  ignore  the  erosion 
of  this  Nation's  tort  law?  Can  we 
ignore  the  inability  of  so  many  of  our 
constituents  to  obtain  affordable  in- 
surance—or insurance  at  any  price? 
Can  we  continue  to  ignore  the  reality 
of  a  judicial  doctrine  that  casually  dis- 
misses fault  and  negligence  as  being 
virtually  irrelevant  in  determining 
whether  a  defendant  is  liable?  Can  we 
simply  shrug  our  collective  shoulders 
when  the  scales  of  justice  in  this 
Nation  no  longer  weigh  the  conduct  of 
individuals,  but  instead  weigh  their 
pocketbooks?  I  for  one  say  no. 

Mr.  President,  S.  2760  is  not  a  per- 
fect bill.  Should  we  have  an  opportuni- 
ty to  consider  this  bill  on  the  Senate 
floor,  I  am  sure  there  will  be  a  number 
of  amendments  offered  to  improve  it. 
Indeed,  as  I  announced.  I  intend  to  be 
among  those  offering  such  amend- 
ments. The  real  issue  is  whether  we 
have  a  responsibility,  a  duty,  to  ad- 
dress this  matter,  and  then  proceed  to 
a  vote  on  its  merits.  I  for  one  say  we 
owe  this  to  the  American  public. 

At  the  appropriate  time,  I  will  offer 
an  amendment— which  I  filed  yester- 
day—which would  significantly  broad- 
en the  scope  of  S.  2760.  Rather  than 
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limiting,  reform  to  product  liability  liti- 
gation, my  amendment,  as  most  of  you 
are  aware,  would  comprehensivley  ad- 
dress tort  reform  in  general.  It  would 
apply  to  municipalities.  It  would  apply 
to  day  care  centers.  It  would  apply  to 
nurse  midwifes.  It  would  apply  to  the 
officers  and  directors  of  chairtable 
foundations.  In  short,  it  would  apply 
across  the  board. 

At  this  point,  Mr.  President,  I  am 
not  going  to  delve  into  the  merits  of 
my  comprehensive  approach  or  go  into 
the  substantive  provisions  contained 
in  my  amendment.  I  will  reserve  that 
for  a  more  appropiate  time.  What  I  do 
want  to  address,  now,  are  a  number  of 
myths  that  opponents  of  tort  reform 
constantly  parade  before  us. 

The  first  is  the  myth  that  holds  the 
unfettered  development  of  the 
common  law  as  holy  writ,  and  vilifies 
those  who  would,  legislatively,  impede 
this  process  as  sacreligious.  Well, 
pardon  my  irreverance.  Mr.  President, 
but  that  notion  is  simply  nonsense. 

For  generation  upon  generation  it 
has  been  the  plaintiff's  bar  and  civil 
libertarians  who  have  sought  legisla- 
tive relief  to  "humanize"  the  exacting 
and  formalistic  demands  of  a  rigid 
contmion  law  system.  It  was  they  who 
were  responsible  for  urging  the  pas- 
sage of  State  worker  compensation 
laws  to  preempt  the  harsh  regime  of 
the  so-called  three  evil  sisters  of  the 
common  law  that  virtually  precluded 
any  recoveries  by  a  worker  against  his 
employer.  Wrongful  death  and  survi- 
vor statutes,  modifications  of  sover- 
eign immunity,  the  downfall  of  con- 
tributory negligence,  warranty  laws. 
dram  shop  acts,  the  adoption  of  strict 
liability  in  some  jurisdictions,  occupa- 
tional disease  legislation  and  so  forth. 
When  it  pleases  the  bar.  suddenly  the 
sacred  cow  of  the  common  law  loses  its 
sanctity. 

Today,  the  common  law  pendulum 
has  swung  too  far.  It  is  not  that  cer- 
tain classes  of  plaintiffs  have  too 
many  rights;  but  rather  that  many  de- 
fendants are  being  denied  theirs. 
Americans  have  been  led  to  believe, 
led  to  expect,  that  they  will  receive 
unlimited  redress  for  any  harm,  re- 
gardless of  fault.  That  system  has 
become  bankrupt— both  economically 
and  morally.  The  well  has  run  dry. 

Ultimately,  Mr.  President,  it  is  the 
obligation  of  the  elected  representa- 
tives of  the  people  to  determine  what 
is  and  what  is  not  sound  and  equitable 
public  policy.  So  let  us  proceed  to  do 
so. 

Second.  Mr.  President,  we  are  at- 
tacked for  unconstitutionally  denying 
the  individual  States  the  right  to  de- 
termine their  own  tort  law  separately. 
It  is  clear.  I  would  think,  that  a  basic 
sense  of  fairness,  of  equity  would 
demand  that  we  establish  uniform 
standards— treating  all  our  citizens 
equally  before  the  law. 
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The  question  posed  here,  however,  is 
whether  the  Constitution  authorizes 
Congress  to  enact  legislation  establish- 
ing standards,  not  only  for  product  li- 
ability law,  but  for  general  tort  law  as 
well. 

To  resolve  all  doubts.  I  asked  the 
legal  scholars  at  the  Congressional  Re- 
search Service  to  study  this  issue. 
Their  report  on  the  constitutionality 
of  Federal  tort  reform  concludes,  af- 
firmatively, that  the  commerce  clause, 
unequivocally  grants  such  authority  to 
Congress.  The  following  excerpt  sub- 
stantiates this: 

Thus,  if  Congress  can  rationally  conclude 
that  tort  suits  constitute  a  class  of  activities 
that  affects  interstate  commerce,  then  tort 
reform  legislation  would  be  within  its  com- 
merce power,  even  as  applied  to  tort  suits 
that  individually  are  purely  intrastate.  The 
Supreme  Court  has  held  that  the  business 
of  insurance  constitutes  interstate  com- 
merce for  purposes  of  the  commerce  clause 
•  •  *  and,  whether  or  not  tort  reform  would 
in  fact  substantially  affect  the  business  of 
insurance,  it  would  not  appear  irrational  for 
Congress  to  conclude  that  it  would.  Conse- 
quently, there  would  seem  to  be  little  doubt 
that  tort  reform  legislation  would  be  within 
Congress'  commerce  power.  The  conclusion 
is  reinforced  by  the  fact  that  it  has  been  50 
years  since  the  Supreme  Court  has  restrict- 
ed congressional  power  to  subject  intrastate 
activity  to  Federal  regulation. 

At  this  point,  Mr.  President,  I  ask 
unanimous  consent  that  this  analysis 
be  printed  in  the  Record. 

There  being  no  objection,  the  analy- 
sis was  ordered  to  be  printed  in  the 
Record,  as  follows: 

The  Constitutionality  of  Federal  Tort 
Reform 

A  tort  essentially  is  a  civil  (as  distinct 
from  a  criminal)  wrong,  other  than  a  breach 
of  contract,  that  causes  injury  for  which  the 
victim  may  sue  to  recover  damages.  Torts  in- 
clude negligent  acts,  such  as  professional 
malpractice,  and  acts,  such  as  selling  defec- 
tive products,  for  which  one  can  be  held 
strictly  liable  (liable  even  in  the  absence  of 
negligence).  Tort  law  at  present  is  almost 
exclusively  state  law  rather  than  federal 
law. 

Individuals  and  organizations,  such  as  doc- 
tors, product  manufacturers,  and  munici- 
palities, who  purchase  insurance  against 
their  being  found  liable  for  committing 
torts,  reportedly  are  facing  premium  in- 
creases and  insurance  cancellations  that 
have  reached  the  crisis  level.  They  and  their 
insurers  contend  that  problems  in  commer- 
cial liability  insurance  affordability  and 
availability  have  been  caused  in  large  part 
by  the  increasing  number  and  size  of  tort 
judgments,  and  they  have  lobbied  their 
state  and  federal  legislatures  for  various  re- 
forms. These  include  caps  on  noneconomic 
damages  and  on  lawyers'  contingent  fees, 
and  abolition  of  joint  and  several  liability 
and  of  the  collateral  source  rule. 

Many  state  legislatures  have  enacted  some 
of  these  reforms,  but  Congress  at  this  time 
has  not.  This  report  considers  the  constitu- 
tionality of  federal  tort  reform,  without  ad- 
dressing any  particular  legislation.  It  con- 
cludes that,  in  general,  there  would  appear 
to  be  no  constitutional  problem  with  federal 
tort  reforms  of  the  types  mentioned  above. 

The  Supremacy  Clause  of  the  United 
States  Constitution  (Art.  VI,  cl.  2)  provides 


that  the  "Constitution,  and  the  Laws  of  the 
United  States  which  shall  be  made  in  Pursu- 
ance thereof  .  .  .  shall  be  the  supreme  Law 
of  the  Land:  and  the  Judges  in  every  State 
shall  be  bound  thereby,  any  Thing  in  the 
Constitution  or  Laws  of  any  State  to  the 
Contrary  notwithstanding."  Under  this  pro- 
vision, federal  tort  reform  legislation  would 
preempt  state  law.  to  the  extent  intended 
by  Congress,  provided  such  federal  legisla- 
tion was  "in  Pursuance"  of  the  Constitu- 
tion. 

A  federal  law  is  constitutional  if  it  is  en- 
acted pursuant  to  a  power  of  Congress  enu- 
merated in  the  Constitution  and  if  it  does 
not  contravene  any  provision  of  the  Consti- 
tution. The  enumerated  power  pursuant  to 
which  federal  tort  reform  would  be  enacted 
is  Congress's  power  "To  regulate  Commerce 
with  foreign  Nations,  and  among  the  several 
States"  (Art.  I,  §8,  cl.  3).  Two  basic  ques- 
tions might  be  raised  as  to  whether  federal 
tort  reform  would  fall  within  this  power:  ( 1 ) 
Is  tort  reform  "commerce"?,  and  (2)  assum- 
ing it  is.  would  federal  tort  reform  be  consti- 
tutional as  applied  to  purely  intratstate 
torts? 

The  answer  to  both  these  questions  would 
almost  certainly  be  "yes",  because  the  Su- 
preme Court  has  held  that  Congress's  power 
to  regulate  interstate  commerce  includes 
the  power  to  regulate  any  activity  that 
"exerts  a  substantial  effect  on  interstate 
commerce"  (Wickard  v.  Filburn.  317.  U.S. 
11.  125  (1942)).  or  is  within  a  "class  of  activi- 
ties .  .  .  within  the  reach  of  federal  power" 
(Perez  v.  United  States.  402  U.S.  146.  154 
(1971)).  "[Wlhen  Congress  had  determined 
that  an  activity  affects  interstate  commerce, 
the  courts  need  inquire  only  whether  the 
finding  is  rational.""  Hodel  v.  Virginia  Sur- 
face Mining  &  Reclamation  Association. 
Inc..  452  U.S.  264.  277  (1981).  Moreover. 
Congress  need  not  make  "particularized 
findings""  that  an  activity  affects  interstate 
commerce  in  order  to  legislate.  Perez,  supra, 
at  156.  Thus,  if  Congress  can  rationally  con- 
clude that  tort  suits  constitute  a  class  of  ac- 
tivities that  affects  interstate  commerce, 
then  tort  reform  legislation  would  be  within 
its  commerce  power,  even  as  applied  to  tort 
suits  that  individually  are  purely  intrastate. 
The  Supreme  Court  has  held  that  the  busi- 
ness of  insurance  constitutes  interstate  com- 
merce for  purposes  of  the  Commerce  Clause 
(  United  State  v.  South-Eastem  Underwriters 
Association.  322  U.S.  533  (1944)).  and. 
whether  or  not  tort  reform  would  in  fact 
substantially  affect  the  business  of  insur- 
ance, it  would  not  appear  irrational  for  Con- 
gress to  conclude  that  it  would.  Consequent- 
ly, there  would  seem  to  be  little  doubt  that 
tort  reform  legislation  would  be  within  Con- 
gress"s  commerce  power. 

This  conclusion  is  reinforced  by  the  fact 
that  it  has  been  fifty  years  since  the  Su- 
preme Court  has  restricted  congressional 
power  to  subject  intrastate  activity  to  feder- 
al regulation.  Rotunda.  Nowak  &  Young. 
Treatise  on  Constitutional  Late:  Substance 
and  Procedure  §  4.9.  n.  27  (1986).  In  its  most 
recent  case  that  addressed  this  issue,  the 
Supreme  Court  held  that  a  federal  arson 
statute  that  by  its  terms  applies  to  any 
"property  used  in  interstate  or  foreign  com- 
merce or  in  any  activity  affecting  interstate 
or  foreign  commerce""  applied  to  a  two-unit 
apartment  building  being  used  as  rental 
property.  Russell  v.  United  Slate.  471  U.S.—. 
105  S.  Ct.  2455,  85  L.Ed.2d  829  (1985).  The 
Court  wrote:  [Tlhe  statute  only  applies  to 
property  that  is  "used"  in  an  "activity"  that 
affects  commerce.  The  rental  of  real  estate 
is  unquestionably  such  an  activity.  We  need 


not  rely  on  the  connection  between  the 
market  for  residential  units  and  "the  inter- 
state movement  of  people.""  to  recognize 
that  the  local  rental  of  an  apartment  is 
merely  an  element  of  a  much  broader  com- 
mercial market  in  rental  properties.  The 
congressional  power  to  regulate  the  class  of 
activities  that  constitute  the  rental  market 
for  real  estate  includes  the  power  to  regu- 
late individual  activity  within  that  class.— 
105  S.Ct.  at  2457-2458,  85  L.Ed.2d  at  833. 

In  two  less  recent  but  more  famous  cases, 
the  Supreme  Court  upheld  the  power  of 
Congress  under  the  Commerce  Clause  to 
enact  Title  II  of  the  Civil  Rights  Act  of 
1964.  42  U.S.C.  II  2000  et  seq.,  which  prohib- 
its racial  discrimination  in  public  accommo- 
dations. In  Heart  of  Atlanta  Motel  Inc.  v. 
United  States.  379  U.S.  241  (1964).  the  Court 
held  that  the  Act  could  constitutionally  be 
applied  to  hotels,  stating  that  the  "only 
questions""  were: 

(1)  Whether  Congress  had  a  rational  basis 
for  finding  that  racial  discrimination  by 
motels  affected  commerce,  and 

(2)  If  it  had  such  a  basis,  whether  the 
means  it  selected  that  evil  are  resonable  and 
appropriate.-379  U.S.  at  258.  The  Court, 
without  a  dissent  (but  with  three  concur- 
ring opinions),  answered  both  questions  in 
the  affirmative. 

Similarly,  in  Katzenbach  v.  McClung.  379 
U.S.  294.  298  (1964).  the  Court  upheld  the 
application  of  Title  II  to  a  restaurant  which 
it  was  not  claimed  that  interstate  travelers 
frequented  but  which  "annually  receivled) 
about  $70,000  worth  of  food  that  moved  in 
commerce."" 

As  noted  above,  a  federal  statute  is  consti- 
tutional if  it  is  enacted  pursuant  to  an  enu- 
merated power  and  if  it  does  not  contravene 
any  provision  of  the  Constitution.  It  does 
not  appear,  generally,  that  tort  reforms  of 
the  types  noted  would  contravene  any  provi- 
sion of  the  Constitution  (although  particu- 
lar provisions  of  legislation  that  might  be 
proposed  of  course  might).  At  one  time  it 
might  plausiably  have  been  suggested  that 
limitations  on  tort  recovery  might  violate 
the  Fifth  Amendments  protection  against 
federal  deprivations  of  property  without 
due  process  of  law.  However,  in  1978.  the 
Supreme  Court,  upholding  the  Price-Ander- 
son Aci"s  limitation  on  liability  for  accidents 
resulting  from  the  operation  of  private  nu- 
clear plants,  wrote:  Our  cases  have  clearly 
established  that  [al  person  has  no  proper- 
ty, no  vested  interest,  in  any  rule  of 
common  law.""  The  "Constitution  does  not 
forbid  the  creation  of  new  rights,  or  the 
abolition  of  old  ones  recognized  by  the 
common  law.  to  attain  a  permissible  legisla- 
tive object. '"  despite  the  fact  that  "other- 
wise settled  expectations'"  may  be  upset 
thereby.  Indeed,  statutes  limiting  liability 
are  relatively  commonplace  and  have  con- 
sistently been  enforced  by  the  courts. 

Duke  Power  Co.  v.  Carolina  Environmen- 
tal Study  Group.  438  U.S.  59.  88.  n.  32  (1978) 
(citations  omitted). 

In  1985.  the  Supreme  Court,  without  writ- 
ten opinions,  upheld  the  constitutionality  of 
California  statutes  that  placed  caps  in  medi- 
cal malpractice  cases  on.  respectively,  non- 
economic  damages  and  lawyers"  contingent 
fees.  Fein  r.  Permanente  Medical  Group.  38 
Cal.3d  137.  211  Cal.  Rptr.  368.  695  P.2d  665 
(1985),  appeal  dismissed,  106  S.Cl.  214.  88 
L.Ed.2d  215  (1985):  Roa  v.  Lodi  Medical 
Group.  Inc.,  37  Cal. 3d  920.  211  Cal.  Rptr.  77. 
695  P.2d  164  (1985).  appeal  dismissed.  106 
S.Ct.  421.  88  L.Ed.2d  352  (1985). 


25480 


CONGRESSIONAL  RECORD— SENATE 


September  23,  1986 


In  conclusion,  it  appears  that  federal  tort 
reform  legislation,  in  general,  would  be  con- 
stitutional. 

Henry  Cohen. 
Legislative  Attorney. 

Mr.  McCONNELL.  Mr.  President.  I 
would  like  to  address  the  myth  that 
tort  reform  would  not  affect  the  avail- 
ability or  affordability  of  insurance. 
Let  me  first  note  that  I  am  as  curious 
as  any  Member  of  this  body  in  learn- 
ing the  degree  of  responsibility  of  the 
insurance  industry  in  the  onset  of  the 
current  liability  crisis.  For  that  reason, 
my  substitute  bill  would  call  for  a 
GAO  study  to  pursue  this  very  issue. 
However,  it  is  clear  that  this  crisis  is 
not  the  cynical  farbrication  of  insur- 
ers. 

The  insurance  industry,  as  you 
know,  has  been  most  reluctant  to 
guaranty  in  advance  that  tort  reform 
would  instantly  produce  lower  premi- 
ums, or  guaranty  in  advance  that  the 
market  for  certain  lines  of  insurance 
coverage  would  open  up.  I  would 
submit  that  that  is  simply  prudence 
on  the  part  of  an  industry  that  has 
lost  confidence  in  its  ability  to  predict 
the  development  of  the  law. 

However,  there  is  growing  evidence 
that  the  insurance  industry  will  re- 
spond, in  fact,  to  tort  reform— espe- 
cially to  comprehensive  tort  reform. 
Within  the  past  year  or  two,  a  few 
States  have  in  fact  passed  comprehen- 
sive tort  reform  packages.  In  Washing- 
ton State,  for  example,  following 
major  legislative  enactments,  the  Fire- 
man's Fund  Insurance  Co.,  announced 
that  it  would  begin  offering  coverage 
to  small  and  medium  size  municipali- 
ties, professional  day  care  centers,  and 
school  districts.  Prior  to  this,  the  Fire- 
man's Fund  considered  these  line  of 
coverage  to  be  uninsurable. 

Similarly,  in  Connecticut,  which  also 
enacted  a  comprehensive  reform  act, 
the  Hartford  Insurance  Group  repond- 
ed  by  announcing  a  10-percent  rate  re- 
duction in  municipal  liability  insur- 
ance. And  in  California,  where  propo- 
sition 51  significantly  modified  the 
deep  pocket  doctrine  of  joint  and  sev- 
eral liability,  four  major  insurers  re- 
turned to  the  municipal  liability 
market. 

So,  Mr.  President,  I  say  to  my  col- 
leagues that  the  means  to  substantial- 
ly resolve  this  liability  crisis  is  within 
our  powers— should  we  choose  to  exer- 
cise this  power.  I  would  urge  my  col- 
leagues not  to  allow  this  body  to 
choose  the  path  of  impotence:  but, 
rather  to  take  up  this  vital  issue  of 
civil  justice  reform— and  to  address 
them  now. 

Mr.  President,  I,  too,  will  vote  no  on 
the  motion  to  table  the  motion  to  pro- 
ceed, because  I  think  this  is  an  issue  of 
great  and  national  importance.  Just 
recently,  as  several  speakers  have  indi- 
cated, both  today  and  yesterday,  the 
White  House  Conference  on  Small 
Business  called  tort  reform  at  the  Fed- 


eral level  the  No.  1  problem  facing 
small  business  in  America  today. 

Now  the  issue  we  are  seeking  to  get 
on  to  the  floor,  of  course,  is  product  li- 
ability. The  White  House  Conference 
on  Small  Business  listed  product  liabil- 
ity reform  at  the  Federal  level  as  No.  9 
on  the  agenda.  So  the  bill  we  are  seek- 
ing to  get  on  to  the  floor  today  does 
not  address  what  the  White  House 
Conference  on  Small  Business  says  is 
the  No.  1  problem,  but  it  comes  close. 

I  commend  the  distinguished  chair- 
man of  the  Commerce  Committee, 
Senator  Danforth;  Senator  Kasten, 
who  in  many  ways  has  been  the  father 
of  this  issue  going  back  over  the  last 
three  Congresses,  Senator  Gorton, 
and  others  who  have  conceded  that  we 
need  to  have  some  change  and  we  need 
to  have  it  at  the  Federal  level. 

The  issue,  of  course,  Mr.  President, 
is  the  question  of  what  kind  of  change. 
Clearly,  it  seems  that  this  national 
crisis  out  in  the  land,  a  crisis  of  liabil- 
ity insurance  unavailability  and  unaf- 
fordability,  the  litigation  crisis  which 
confronts  our  society  in  certain  areas 
of  tort  law,  medical  malpractice,  for 
example,  lawsuits  against  municipali- 
ties, for  example,  lawsuits  against 
chief  executive  officers  and  directors 
of  corporations,  for  example,  this  liti- 
gation crisis  which  is  clearly  undeni- 
able, has  created  an  atmosphere  in 
which  it  is  very  difficult  for  a  large 
segment  of  our  American  business  and 
civic  community  to  function.  What  do 
we  do  about  that  crisis?  Should  the 
Federal  Government  deal  with  the 
problem?  I  think  the  answer  is  clearly 
yes,  it  is  a  Federal  problem,  a  Federal 
problem  stretching  from  shore  to 
shore,  and  there  is  only  one  way,  Mr. 
President,  in  my  view  to  deal  with  that 
problem,  and  that  is  to  pass  compre- 
hensive tort  reform  at  the  Federal 
level. 

As  I  have  said,  should  we  be  able  to 
get  S.  2760  to  the  floor,  it  would  be  my 
intention  to  offer  an  amendment  in 
the  nature  of  a  substitute  which  essen- 
tially embodies  the  bill  that  I  have 
previously  advocated  which  is  tort 
reform  across  the  board  at  the  Federal 
level.  It  does  not,  Mr.  President,  re- 
write the  substantive  tort  law  of  every 
State  in  the  Nation,  but  it  would  pro- 
vide some  parameters,  some  reasona- 
ble parameters  beyond  which  the 
courts  could  go  at  either  the  Federal 
level  or  the  State  level  in  awarding 
damages  in  these  kinds  of  cases. 

In  my  judgment,  we  will  not  have 
any  predictability,  we  will  not  have  re- 
liability out  in  the  land  on  this  issue 
unless  there  are  Federal  standards  es- 
tablished, and  you  can  do  that,  Mr. 
President,  without  creating  a  new  Fed- 
eral department,  without  hiring  any 
new  Federal  employees.  We  are  talk- 
ing here  about  simply  establishing 
standards  beyond  which  either  the 
Federal  courts  or  the  State  courts  can 
go  in  these  kinds  of  cases. 


I  think  the  crisis  crys  out  for  a  Fed- 
eral solution.  I  think  the  Federal  Gov- 
ernment has  an  appropriate  role  to 
play  in  this  field,  and  should  we  be 
able  to  get  an  opportunity  to  vote  on 
this,  I  would  hope  that  a  majority  of 
my  colleagues  in  the  Senate  would 
agree. 

With  regard  to  the  distinguished 
Senator  from  Illinois,  Senator  Simon, 
with  whom  I  sit  on  Judiciary,  Senator 
Simon  has  been  a  very  conscientious 
member  of  our  committee  and  very  in- 
terested in  the  whole  subject.  He  men- 
tioned—and I  am  sorry  he  has  left  the 
floor— the  posibility  of  getting  the  par- 
ties together.  He  and  I  both  tried  that 
on  several  occasions  and  while  I  would 
not  want  to  give  up  on  that  possibility, 
there  are  some  players  on  this  field 
who  do  not  even  think  there  is  a  prob- 
lem. The  American  Trial  Lawyers  As- 
sociation, for  example,  from  the  nu- 
merous meetings  I  have  had  with  rep- 
resentatives from  that  group,  are  not 
even  willing  to  concede  we  have  a 
problem.  And  so  until  the  parties 
across  the  board  interested  in  this 
issue  will  at  least  concede  there  is  a 
problem,  it  seems  to  me  it  may,  just 
may  be  difficult  to  work  out  some 
compromise  acceptable  to  all  parties. 

Further,  the  distinguished  Senator 
from  Illinois  suggested  that  we  have  a 
problem  with  regard  to  data,  and  I 
agree.  In  the  amendment  in  the 
nature  of  a  substitute  that  I  will  offer, 
should  I  get  the  chance,  we  provide  for 
a  General  Accounting  Office  study  of 
insurance  statistics  so  that  we  can  get 
a  better  handle  on  just  what  the  facts 
and  figures  are  with  regard  to  insur- 
ance availability  and  affordability. 

So,  Mr.  President,  in  conclusion,  I 
think  this  is  an  area  of  critical  impor- 
tance. We  know  the  agenda  is  crowded 
going  down  the  home  stretch  of  the 
99th  Congress  and  some  have  said  we 
just  do  not  have  time  to  deal  with  this. 
Well,  it  is  a  major  crisis.  It  is  the  No.  1 
crisis  of  American  small  business. 
People  out  in  the  land  expect  us  to 
deal  at  least  with  the  big  issues,  and 
for  a  large  segment  of  the  American 
public  this  is  the  biggest  issue— bigger 
to  them  than  the  deficit,  bigger  to 
them  than  the  continuing  resolution, 
bigger  to  them  than  a  whole  lot  of 
other  problems  we  have  before  us  in 
this  body. 

D  1430 

So  let  us  not  assume  that  this  is  not 
a  major,  major  issue  in  America. 

I  hope  the  motion  to  table  the 
motion  to  proceed  will  not  be  agreed 
to  and  that  we  will  move  to  the  consid- 
eration of  S.  2760.  If  we  do  that,  it  will 
be  my  intention  to  offer  an  amend- 
ment in  the  nature  of  a  substitute 
which  will  give  us  a  chance  to  vote  on 
comprehensive  tort  reform  at  the  Fed- 
eral level.  That  is  what  the  situation 
demands  we  do. 
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Mr.  ROLLINGS.  Mr.  President,  I  ap- 
proach this  psoticular  matter  of  inter- 
est with  a  feeling  of  rendering  unto 
Caesar  that  which  is  Caesar's. 

Specifically,  it  is  always  amazing  to 
me  that  this  crowd  up  here  in  Wash- 
ington that  cannot  do  its  normal  func- 
tions wants  to  try  to  preempt  the 
functions  of  other  levels  of  govern- 
ment. Here  is  the  crowd  that  cannot 
evolve  a  policy  on  arms  control.  They 
do  not  have  a  policy  that  has  strong 
support  on  defense  with  the  SDL  Both 
parties  have  come  to  the  executive 
branch  and  said.  "Let's  get  a  policy  on 
apartheid  in  South  Africa."  They 
caimot  develop  that.  They  cannot 
make  an  arrest  of  a  spy  without 
making  it  an  international  incident. 
They  caimot  regulate  foreign  com- 
merce. We  cannot  pay  our  bills. 

We  have  gone  from  the  beginning  of 
this  administration  from  a  $40  billion 
deficit  to  a  $240  billion  deficit.  Now 
they  are  saying,  "We  find  a  crisis  in 
your  State." 

There  have  been  problems.  This  is  a 
litigious  society.  Forty-three  States 
have  reacted  with  various  treatments. 
Some  of  them  have  succumbed  with 
caps— succimibed,  if  you  please,  to  the 
$6.5  million  insurance  bamboozle  and 
advertising  program.  And,  yes,  Wiscon- 
sin and  Pennsylvania  and  Florida, 
which  have  followed  with  caps,  have 
gotten  higher  insurance  rates. 

Those  things  come  to  mind  when  I 
hear  about  this  so-called  crisis  of  a  liti- 
gation explosion  and  a  crisis  in  exces- 
sive jury  awards. 

I  do  not  live  in  a  bubble  or  a  vacuum. 
I  go  home  practically  every  weekend.  I 
would  not  say  that  the  State  of  South 
Carolina  is  abnormal.  I  would  say  that 
it  is  outstanding. 

I  asked  the  judges,  both  State  suid 
Federal.  And  I  know  that  in  my  State 
there  is  not  a  litigation  explosion.  I 
know  that  they  are  disposing  of  the 
docket.  I  know  that  there  are  not  ex- 
cessive jury  awards.  There  are  always 
some  exceptions,  but  there  is  not  any 
national  problem. 

Then  I  come  here  and  I  see  that 
they  want  to  really  adulterate  the 
Federal  system  through  a  minuscule 
portion  of  tort  liability— namely,  prod- 
uct liabUity.  What  do  they  do?  They 
do  not  complain  about  the  diversity 
and  multiplicity  of  insurance  compa- 
nies having  to  be  registered  and  li- 
censed in  the  50  States.  Companies 
find  no  problem  with  that.  They  do 
not  come  with  the  multiplicity,  the  di- 
versity, and  the  separateness  of  some 
50  requirements  of  filing  and  review  of 
each  and  every  one  of  their  policies  for 
approval  to  be  sold  in  that  particular 
State. 

There  is  a  tremendous  bureaucracy 
in  the  50  States  administering  insur- 
ance. I  have  that  problem  as  a  State 
Governor,  and  I  had  a  commission  ap- 
pointed. And  we  had  to  clean  it  all  up 


when  I  saw  how  cimibersome  and  how 
burdensome  and  how  costly  it  was. 

So,  speaking  from  experience,  I  do 
not  find  them  worrying  about  the  cost 
there.  I  do  not  find  them  coming  here 
with  a  Federal  cause  of  action.  They 
do  not  give  us  Federal  jurisdiction. 
They  do  not  want  that.  They  want  to 
say,  in  a  short,  aroimd-end  advertise- 
ment—a bamboozle— "What  we  want 
you  to  do  is  put  a  cap  here  and  put  a 
finding  there  and  all  these  so-called 
rules".  And  they  are  bipartisan. 

I  appear  and  talk  now  for  the  bipar- 
tisan opposition.  There  are  Senators 
on  both  sides  of  the  aisle.  My  biparti- 
san solution  is  to  leave  this  problem 
where  it  exists  and  is  being  treated  in 
a  judicious  fashion  at  the  State  level. 

If  we  are  to  invade  the  tort  system 
and  handle  our  own  affairs  at  the  Fed- 
eral level,  then  let  us  start,  as  the  Sen- 
ator from  Illinois  pointed  out  a 
moment  ago,  and  do  away  with  McCar- 
ran-Ferguson,  the  Federal  protection 
against  antitrust.  Let's  put  the  insur- 
ance companies  on  a  competitive  basis, 
and  let  them  file  the  information  with 
the  Federal  Insurance  Commission. 
And  let  us  regulate  them  at  that  par- 
ticular level.  Then,  as  a  jury  here— en- 
compassed in  the  U.S.  Senate— we,  as 
jurors  and  Senators,  can  make  a 
proper  verdict  on  this  matter  of  prod- 
uct liability.  We  never  have  been  able 
to  get  the  facts. 

One  of  the  Senators  who  voted  for 
this  legislation  in  the  Commerce  Com- 
mittee said:  "Now  I'll  join  in,  not  for 
the  bill,  but  I'll  vote  for  it.  Because 
there  is  an  amendment  in  there  that  I 
can  get  some  information.  And  if  I  can 
get  the  information,  I'm  wiUing  to 
vote  now,  and  I'll  get  the  information 
later." 

That  is  the  procedure  you  have 
before  the  U.S.  Senate  today.  They 
talk  on  and  on  about  the  litigation  ex- 
plosion and  these  other  matters. 

Mr.  President,  the  insurance  indus- 
try originally  stated  losses  of  over  $5 
billion  in  1985.  but  it  acknowledged  a 
profit  of  at  least  $1.7  billion.  They 
were  challenged  by  the  National  In- 
surance Consumer  Organization.  The 
Department  of  Justice  found  that  the 
industry  net  worth  increase— when 
they  were  talking  about  losses— was 
$7.6  billion  in  1985.  According  to  the 
Best  Insurance  Stock  Index,  property 
casualty  stock  advanced  50  percent  in 
1985,  and  they  are  due  to  make  a  $90 
billion  profit  in  the  next  10  years. 

That  is  the  crowd  that  is  putting  on 
the  full  court  press  with  this  to  show 
nice  bipartisanship  and  the  "crisis" 
they  find  out  there.  They  do  not  find 
any  crisis  in  Congress  paying  its  bills. 
They  do  not  find  any  crisis  in  the 
matter  of  international  trade.  You 
cannot  even  get  a  trade  bill.  I  have 
had  one  in  the  Finance  Committee  for 
the  past  4  years  now.  You  cannot  get 
it  out  of  the  subcommittee.  They  find 


no  crisis  there  with  respect  to  the 
soaring  deficit  in  the  balance  of  trade. 

We  have  a  lot  of  problems  this  Na- 
tional Government  could  solve.  But 
now  they  come  here  in  the  name  of 
trying  to  cut  down  litigation,  and  they 
in  fact  will  increase  it. 

How  do  they  increase  it?  They  say: 
"Wait  a  minute.  We  don't  want  this 
thing  to  go  into  a  Federal  court  and 
have  that  one  court  administer  the 
rules  and  what  have  you.  We  want  50 
State  jurisdictions  to  administer  these 
rules.  We  will  just  take  this  bill— with 
the  new  terms  of  art  and  legal  lan- 
guage to  be  interpreted  by  50  separate 
State  courts  and  State  supreme  courts 
and  State  jurisdictions— and  there- 
upon, by  the  way,  appeal  that  to  the 
-U.S.  Supreme  Court." 

I  question  the  constitutionality  of 
this  bill— as  many  constitutional  law- 
yers have— and  that  is  why  we  wanted 
to  get  it  to  the  Judiciary  Committee. 
Would  they  allow  it  to  stay  in  the  Ju- 
diciary Committee?  They  have  ■  had 
the  upper  hand.  They  would  not  allow 
the  lawyers  and  those  charged  with 
the  legal  procedures  in  this  land  of 
ours  to  look  at  it  in  depth.  They  just 
referred  it  for  a  few  days,  to  have  a 
hearing  and  keep  it  going  here  for  the 
full  court  press,  because  it  is  a  political 
issue  they  have  developed  for  the  1986 
campaign. 

D  1440 

In  the  matter  of  litigation,  heavens 
above,  I  am  a  lawyer  and  I  know  how 
much  they  cost.  I  wish  we  here  in  the 
Congress  could  limit  our  spending  to 
$100  an  hour  or  $200  an  hour. 

These  lawyers  who  are  lobbying  on 
this  biU  for  all  of  these  companies,  the 
ones  nmning  all  around  out  there  in 
the  hallways,  are  getting  paid  $300 
and  $500  an  hour. 

The  poor  little  individual.  Everybody 
is  talking  about  civil  rights.  I  do  not 
know  what  happened  to  the  Bob  La- 
FoUettes.  I  do  not  know  what  hap- 
pened to  the  champions  of  individual 
rights  around  here  like  Paul  Douglas 
and  Sam  Ervin.  We  do  not  think  any 
more  of  individual  rights  in  this  Na- 
tional Congress  of  ours,  particularly 
here  in  the  U.S.  Senate.  If  it  is  not 
civil  rights  and  a  big  vote  getter,  then 
pass  it  on.  Let  us  go  ahead  and  do 
away  with  the  jury  system. 

I  would  hate  to  be  tried  by  this  jury 
up  here  in  the  Senate.  One  thing's  for 
sure— it  would  be  a  mistrial.  By  gosh, 
you  would  never  get  convicted.  Excuse 
me,  I  amend  that  statement.  I'd  love 
to  be  tried  by  this  group  up  here. 
They  would  never  agree  on  anything. 
They  just  take  political  hit-and-run 
driving— make  headlines  and  not  head- 
way—and come  along  with  this  par- 
ticular bill  and  say  that  the  poor  indi- 
vidual should  not  have  a  lawyer.  They 
want  to  get  at  that  contingent  fee.  Oh, 
that  nasty  plaintiff  lawyer. 
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Have  they  got  a  better  system?  Pay 
the  plalnfiffs'  lawyers  $100  an  hour  or 
put  in  the  bill  the  same  amount  as  the 
defendants'  lawyers.  Let  the  Govern- 
ment pay  it,  whatever  it  is,  so  we  will 
have  our  right  to  a  lawyer.  We  have  a 
right  to  vote,  a  right  to  this,  a  right  to 
that.  Let  us  have  a  right  to  a  lawyer. 

Please  do  not  take  that  seriously.  I 
do  not  think  the  Government  can 
afford  that. 

We  have  gone  far  enough  in  this 
debate. 

I  say  to  the  Senator  from  Wisconsin 
on  behalf  of  the  Association  of  State 
Supreme  Court  Justices,  on  behalf  of 
the  Consumers  Union,  on  behalf  of 
the  AFL-CIO,  on  behalf  of  the  State 
attorneys  general  and  the  State  legis- 
lators—I can  go  right  on  down  all  my 
particular  organizations  who  have  op- 
position and  misgivings,  even  with  the 
Senator's  amendment. 

So  on  behalf  of  those,  I  am  willing  to 
continue  and  I  am  getting  the  message 
indirectly  that  a  motion  to  table  is 
going  to  be  made. 

I  think  that  this  educational  debate 
is  pretty  good  because  I  had  Senators 
come  up  who  did  listen  in  yesterday 
and  say  "I  didn't  understand  what  we 
were  doing." 

I  know  we  have  a  terrible  problem 
with  respect  to  the  litigious  nature  of 
society.  It  is  in  domestic  cases,  fraud 
cases,  and  everything  else.  But  it  is  not 
a  nuaway  jury. 

The  jury  that  found  $2M!  million 
down  at  the  University  of  Georgia 
fouind  about  $400,000  actual  damages, 
as  you  were,  and  $2  million  punitive.  It 
was  cut  in  half  by  the  judge  and  the 
plaintiff  herself  said.  "I  was  surprised 
at  that."  But  they  were  punishing  in- 
stitutional wrongdoing. 

They  can  put  caps  if  they  want  to 
aroimd  here  and  just  make  it  sort  of 
cash  and  carry.  We  know  how  casual 
business  can  become  when  it  comes  to 
individual  safety.  We  know  the  Chal- 
lenger case  that  is  being  developed  on 
the  front  page  of  the  New  York  Times 
this  morning.  They  have  put  that  case 
up  from  an  engineering  safety  point. 
Never  in  the  history  of  the  National 
Aeronautics  and  Space  Administration 
had  they  ever  launched  over  the  objec- 
tion of  a  contractor  and  here  they  had 
two  contractors'  engineering  sections 
say,  "No,  it  is  unsafe."  But  they  ig- 
nored this  objection  and  said,  "This  is 
a  management  decision."  And  we  have 
lost  seven  heroes. 

It  is  the  best  example  of  the  nm- 
away  nature  of  American  business  and 
in  any  competitive  business  aroimd 
this  world.  Theirs  is  not  to  save  lives. 
Theirs  is  to  make  profits. 

And  we  have  in  our  system  of  juris- 
prudence the  seventh  amendment  in 
the  U.S.  Constitution,  tria  by  a  civil 
jury.  Every  one  of  the  13  Original 
Colonies  when  they  were  asked  to 
comment  on  the  newly  drafted  Consti- 
tuticm,  6  of  them  came  back  with  free- 


dom of  speech  but  every  one  of  the  13 
said  we  want  to  have  that  trial  by 
jury. 

This  is  trial  by  King,  this  product  li- 
ability bill.  Bam,  bam,  in  and  out,  here 
are  the  rules,  here  is  the  thing.  That  is 
no  justice  at  all. 

What  is  the  matter  with  the  jury  of 
our  peers  in  our  own  hometowns?  We 
want  them  to  elect  us,  but  we  do  not 
trust  them  to  govern  their  own  affairs. 

So  I  am  ready  to  continue  the  dis- 
cussion. 

I  ask  unanimous  consent  that  when 
I  am  recognized  to  speak  again  on  this 
matter  it  not  be  considered  a  separate 
speech. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  SIMPSON.  Mr.  President,  I  com- 
mend the  Senator  from  South  Caroli- 
na and  the  Senator  from  Wisconsin 
for  their  fine  debate  on  this  tough 
issue. 

It  has  been  a  very  well  reasoned 
presentation  by  both  of  them.  They 
both  feel  very  strongly  about  it,  and 
certainly  the  Senator  from  South 
Carolina  has  presented  a  good  case 
against  taking  up  the  bill  at  this  time. 

I  happen  to  embrace  generally  the 
philosophies  of  the  Senator  from 
South  Carolina,  but  my  admiration 
and  respect  for  Senator  Kasten  has 
been  expressed  many  times  on  this 
floor. 

When  you  get  into  debate  or  discus- 
sion with  those  two  you  want  to  have 
a  "light  lunch"  and  be  prepared  fully 
for  your  day's  activities. 

My  colleague  from  South  Carolina, 
Senator  Hollings,  has  presented  a 
good  case  against  taking  up  this  bill  at 
this  time. 

This  bill,  in  the  name  of  doing  some- 
thing for  business  in  this  country, 
makes  an  assault  upon  our  tort 
system.  This  legislation  would  take 
away  tort  law  from  the  States  where  it 
has  been  since  the  beginning  of  our 
Federal  system. 

For  the  very  first  time,  the  Congress 
would  usurp  the  States  traditional 
right  to  develop  tort  standards,  and 
yet  it  would  impose  on  the  States  the 
exclusive  responsibility  for  applying 
federally  created  rules. 

There  is  still  a  great  deal  we  do  not 
yet  know  about  the  liability  insurance 
crisis.  The  insurance  companies  have 
been  less  than  forthcoming  about 
their  current  claims  experience  and 
other  issues  involving  their  recent 
profit-loss  problems. 

The  General  Accounting  Office 
report  concluded  that  during  the  past 
15  years  the  property  casualty  insur- 
ance industry  "had  a  net  gain  of  $75 
billion  and  was  expected  to  experience 
a  net  gain  before  taxes  of  more  than 
$90  billion  over  the  years  1986  to 
1990." 

I  have  not  seen  any  clear  evidence 
that  we  are  facing  a  lawsuit  crisis  in 
this  country.  Certainly  there  are  glar- 


ing examples  of  what  some  would  con- 
sider excessive  jury  awards,  but  this  is 
not  the  norm— it  is  the  exception. 

A  study  by  the  National  Association 
of  Attorneys  General  Ad  Hoc  Commit- 
tee on  Insurance  recently  concluded 
that  "the  cyclical  nature  of  the  indus- 
try, and  not  changes  in  tort  claims,  is 
largely  responsible  for  the  current 
crisis." 

In  fact,  the  current  tort  system  in 
this  country  provides  many  examples 
of  judges  eliminating  or  otherwise  re- 
ducing the  actual  verdict — or  even  re- 
quiring new  trials  where  original  ver- 
dicts were  too  high. 

Wide  fluctuations  in  the  insurance 
premiums  have  occurred— and  will 
probably  continue  to  occur— despite 
the  fact  that  the  evolution  of  tort  law 
in  the  50  States  has  been  a  slow  and 
deliberate  one— no  dramatic  changes 
there. 

This  bill  contains  unfair  and  un- 
workable provisions  which  would  cur- 
tail the  ability  of  injured  consumers 
and  workers  to  be  awarded  adequate 
compensation  from  a  manufacturer  re- 
sponsible for  designing  an  uiureason- 
ably  dangerous  product. 

Title  II  of  the  bill  establishes  new 
settlement  procedures  with  a  cap  on 
noneconomic  damages.  A  manufactur- 
er of  a  defective  product  effectively 
can  impose  the  cap  at  will  upon  a  seri- 
ously injured  consumer  or  worker. 

There  is  nothing  in  this  legislation 
that  will  reduce  insurance  premiums. 

Before  we  make  sweeping  changes  in 
our  tort  law  system,  we  should  study 
other  approaches  such  as  possible 
changes  to  the  McCarran-Fergiison 
Act. 

McCarran-Ferguson  leaves  the  su- 
pervision and  regulation  of  insurance 
to  the  States— right  where  it  should  be 
in  my  mind— and  exempts  the  insur- 
ance industry  from  certain  sections  of 
the  antitrust  laws. 

It  is  ironic  that  at  the  same  time 
some  segments  of  the  insurance  indus- 
try call  for  tort  reform— by  Federal 
preemption  of  State  law— the  industry 
continues  to  resist  Federal  oversight 
of  insurance. 

Many  are  objecting  to  this  legisla- 
tion—hear the  list  of  opponents:  The 
Association  of  State  Supreme  Court 
Justices;  Association  of  State  Attor- 
neys General,  the  National  Confer- 
ence of  State  Legislatures,  the  Ameri- 
can Bar  Association. 

Mr.  President,  I  believe  we  are  surely 
ill-advised  to  consider  this  very  signifi- 
cant piece  of  legislation  in  haste  in 
these  final,  hectic  days  of  the  99th 
Congress,  and  for  the  reasons  I  have 
stated.  I  move  to  table  the  motion  to 
proceed  to  Calendar  Order  No.  856, 
S.  2760— the  so-called  Product  Liability 
bill. 

I  ask  for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 
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There  Is  a  sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
to  lay  on  the  table  the  motion  to  pro- 
ceed. 

On  this  question,  the  yeas  and  nays 
have  been  ordered,  and  the  clerk  will 
call  the  roll. 

The  assistant  legislative  clerk  called 
the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  is  nec- 
essarily absent. 

Mr.  BYRD.  I  announce  that  the 
Senator  from  California  [Mr.  Cran- 
ston! and  the  Senator  from  Hawaii 
[Mr.  Inouye]  are  necessarily  absent. 

I  also  announce  that  the  Senator 
from  Ohio  [Mr.  Metzenbaum]  is 
absent  because  of  illness  in  the  family. 

The  PRESIDING  OFFICER  (Mr. 
Armstrong).  Are  there  any  other  Sen- 
ators in  the  Chamber  desiring  to  vote? 

The  result  was  announced— yeas  0, 
nays  96,  as  follows: 

[RoUcall  Vote  No.  279  Leg.] 
NAYS-96 


Abdnor 

Goldwater 

Melcher 

Andrews 

Gore 

Mitchell 

Armstrong 

Gorton 

Moynihan 

Baucus 

Gramm 

Murkowski 

Bentsen 

Grassley 

Nickles 

Biden 

Harkin 

Nunn 

Bingaman 

Hart 

Packwood 

Boren 

Hatch 

Pell 

Boschwltz 

Hatfield 

Pressler 

Bradley 

Hawkins 

Proxmlre 

BroyhlU 

Hecht 

Pryor 

Bumpers 

Heflin 

Quayle 

Burdick 

Heinz 

Riegle 

Byrd 

Helms 

Rockefeller 

Chafee 

Hollings 

Roth 

ChUes 

Humphrey 

Rudman 

Cochran 

Johnston 

Sarbanes 

Cohen 

Kassebaum 

Sasser 

D'Amato 

Kasten 

Simon 

Danforth 

Kennedy 

Simpson 

DeConclni 

Kerry 

Specter 

Denton 

Lautenberg 

SUfford 

Dixon 

lAxalt 

Stennis 

Dodd 

Leahy 

Stevens 

Dole 

Levin 

Symms 

Domenici 

Long 

Thurmond 

Durenberger 

Lugar 

Trible 

Eagleton 

Mathias 

Wallop 

Evans 

Matsunaga 

Warner 

Exon 

Mattingly 

Weicker 

Ford 

McClure 

Wilson 

Glenn 

McConnell 

Zorlnsky 

NOT  VOTING-4 

Cranston 

Inouye 

Gam 

Metzenbaum 

So  the  motion  to  lay  on  the  table 
the  motion  to  proceed  to  the  Product 
Liability  Reform  Act  was  rejected. 

D  1500 

Mr.  DOLE.  Mr.  President,  I  think 
the  Senator  from  Wyoming  wants  to 
be  recognized.  

The  PRESIDING  OFFICER.  The 
Senator  from  Wyoming. 

Mr.  SIMPSON.  Mr.  President,  I 
would  like  to  comment  on  the  perils  of 
leadership  here.  The  attempt  to  get  a 
vote  of  some  substance  on  the  issue 
certainly  went  awry  somewhere.  I  felt 
like  a  person  who  left  a  load  of  pimip- 
klns  on  the  outskirts  of  town.  It  was 
an  experience,  attempting  to  get  to 


that  vote  of  substance,  much  like  a 
corncob  on  a  conveyor  belt  on  the  way 
into  a  silo.  I  would  not  like  to  have 
that  exercise  again. 

Hopefully,  we  will  now  hear  a 
motion  which  will  get  us  to  a  vote  of 
substance,  and  there  are  several  op- 
tions. I  know  the  leadership  on  this 
side  is  worlung  with  the  Democratic 
leadership  to  get  to  the  highway  bill 
and  to  do  this  in  a  way  where  we  can 
revisit  later,  this  one,  if  possible. 

I  yield  to  the  majority  leader. 

Mr.  DOLE.  Mr.  President,  may  we 
have  order? 

The  PRESIDING  OFFICER.  The 
Senate  will  be  in  order. 

The  majority  leader. 

Mr.  DOLE.  Mr.  President,  I  was 
thinking  of  that  overwhelming  vote. 
There  is  not  much  doubt  about  peo- 
ple's feelings.  I  do  recall  one  vote  of  0 
to  96. 

Mr.  President,  on  that  basis,  I  am 
perfectly  willing  to  attempt  to  pro- 
ceed. I  will  turn  it  over  to  the  manager 
on  this  side,  if  he  can  be  recognized. 

Mr.  BYRD.  Mr.  President.  I  suggest 
the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

Mr.  KASTEN.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quonmi  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  KASTEN.  Mr.  President,  since 
no  one  objects  to  proceeding  on  this 
bill— the  vote  was  just  96  to  0— I  ask 
unanimous  consent  that  the  Senate 
proceed  to  consideration  of  S.  2760. 

Mr.  HOLLINGS.  I  object. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  HOLLINGS.  Mr.  President,  I 
object.  

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

Mr.  ICASTEN.  Mr.  President,  we  find 
ourselves  in  a  position  in  which  there 
are  objections^—  

The  PRESIDING  OFFICER.  The 
Chair  notes  a  persistent  murmur  in 
the  Chamber.  The  Senate  will  be  in 
order.         

Mr.  KASTEN.  Mr.  President,  the  un- 
usual situation  is  that  there  is  an  over- 
whelming sense  of  support  for  some 
kind  of  Federal  action  on  product  li- 
ability. Our  judgment  is  that  there  are 
at  least  70  votes  in  favor.  In  other 
words,  we  could  achieve  cloture  if  we 
needed  to.  It  might  be  even  more.  It 
might  be  that  the  votes  in  this  body 
are  roughly  80  to  20,  or  if  we  go  back 
to  our  core  proposal,  it  might  be  simi- 
lar to  what  we  had,  a  16  to  1  vote  in 
the  committee. 

Our  judgment  is  that  the  votes  could 
be  in  the  neighborhood  of  90  to  10. 
There  are  10  or  maybe  12  Senators 
who  are  not  convinced  that  we  need  a 
Federal  solution  of  any  kind  at  all. 


There  is  an  important  group  of  people 
out  there  that  also  share  that  view. 
That  is  the  trial  lawyers. 

With  the  exception  of  a  small  group 
of  Senators  and  a  small  group  of  attor- 
neys—because most  attorneys  support 
some  kind  of  bill— we  see  America,  par- . 
ticularly  small  business,  crying  out  for 
some  kind  of  solution.  Whether,  as  the 
Senator  from  Illinois  said  earlier,  what 
we  need  to  do  is  work  through  these 
different  questions  or  whether,  as  the 
Senator  from  Washington  said  earlier, 
going  back  to  the  core  is  what  we  need 
to  do,  and  we  need  to  get  back  to  that 
point  where  we  have  a  bipartisan  bill, 
when  we  do  begin  consideration  of  this 
bill,  it  is  my  intention  to  come  forward 
with  a  substitute  that  Senators 
Inouye.  Gorton,  Riegle,  Kassebaum, 
Stevens,  and  I  have  cosponsored  and 
introduced  yesterday.  It  will  be  my  in- 
tention that  that  would  be  the  first 
vote  we  would  have  on  this  issue. 

As  I  say,  the  votes  are  almost  over- 
whelming. We  find  ourselves  in  a  situ- 
ation in  which  people  do  not  want  to 
go  on  record  as  against  it  but  yet  will 
object,  in  effect  nullifying  their  own 
vote  going  the  other  way,  on  refusing 
to  table. 

I  believe,  because  there  are  so  many 
Senators  who  want  to  act  on  this  biU 
and  that  it  is  the  No.  1  small  business 
issue  facing  us,  we  must  proceed.  We 
are  not  going  to  do  it  by  continuing  to 
fuss  back  and  forth  and  take  the  time 
of  the  Senate.  The  only  way  I  can  see 
now  that  we  can  step  forward  and 
force  the  debate,  in  fact,  force  people 
to  vote  on  the  issue— and  I  believe  the 
vote  will  be  overwhelming— is  to  offer 
a  cloture  motion  to  limit  the  debate  on 
the  motion  to  proceed. 


CLOTURE  MOTION 

Mr.  KASTEN.  Mr.  President,  I  send 
a  cloture  motion  to  the  desk  and  ask 
that  it  be  read. 

The  PRESIDING  OFFICER.  The 
cloture  motion  having  been  presented 
under  rule  XXII,  the  Chair  directs  the 
clerk  to  read  the  motion. 

The  legislative  clerk  read  as  follows: 

CXOTURE  MOTION 

We,  the  undersigned  Senators,  in  accord- 
ance with  the  provisions  of  Rule  XXII  of 
the  Standing  Rules  of  the  Senate,  hereby 
move  to  bring  to  a  close  the  debate  upon  the 
motion  to  proceed  to  S.  2760,  the  Product 
Liability  Reform  Act. 

Bob  Kasten,  Jim  Broyhill,  Phil  Gramm. 
Steve  Symms.  Don  NicUes,  Larry 
Pressler,  Nancy  Landon  Kassebaum. 
Dick  Lugar.  Mitch  McConnell,  Jesse 
Helms.  Pete  Wilson,  Jake  Gam.  Jim 
McClure,  Chic  Hecht,  Jim  Abdnor. 
Dan  Quayle,  Edward  Zorinsky,  and 
Lowell  Weicker. 
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DEPARTMENT  OF  DEFENSE 
AUTHORIZATION  ACT 

Mr.  DOLE.  Mr.  President,  I  ask  that 
the  Chair  lay  before  the  Senate  a  mes- 
sage from  the  House  of  Representa- 
tives on  S.  2638. 

The  PRESIDING  OFFICER  laid 
before  the  Senate  the  following  mes- 
sage from  the  Hoiise  of  Representa- 
tives. 

Resolved.  That  the  House  insist  upon  its 
amendments  to  the  bill  (S.  2638)  entitled 
"An  Act  to  authorize  appropriations  for 
military  functions  of  the  Department  of  De- 
fense and  to  prescribe  military  personnel 
levels  for  such  Department  for  fiscal  year 
1987.  to  revise  and  improve  military  com- 
pensation programs,  to  improve  defense  pro- 
curement procedures,  to  authorize  certain 
construction  at  military  installations  for 
fiscal  year  1987,  to  authorize  appropriations 
for  national  security  programs  of  the  De- 
partment of  Energy  for  fiscal  year  1987.  and 
for  other  purposes",  and  ask  a  conference 
with  the  Senate  on  the  disagreeing  votes  of 
the  two  Houses  thereon. 

Ordered.  That  the  following  are  appointed 
as  conferees: 

Prom  the  Committee  on  Armed  Services 
for  consideration  of  the  entire  Senate  bill 
and  House  amendments  (unless  otherwise 
restricted):  Mr.  Aspin,  Mr.  Price.  Mr.  Ben- 
nett. Mr.  Stratton.  Mr.  Nichols,  Mr.  Daniel. 
Mr.  Montgomery,  Mr.  Dellums.  Mrs.  Schroe- 
der,  Mrs.  Byron.  Mr.  Mavroules,  Mr.  Hutto, 
Mr.  Skelton.  Mr.  McCurdy.  Mr.  Ray.  Mr. 
Spratt,  Mr.  Dickinson.  Mr.  Whitehurst.  Mr. 
Spense,  Mrs.  Holt,  Mr.  Hillis,  Mr.  Badham, 
Mr.  Stump.  Mr.  Courter,  Mr.  Hopkins,  and 
Mr.  Davis. 

As  additional  conferees  from  the  Perma- 
nent Select  Committee  on  Intelligence, 
solely  when  differences  regarding  intelli- 
gence-related activities  are  under  consider- 
ation: Mr.  Hamilton,  Mr.  Stokes  and  Mr. 
Cheney. 

As  additional  conferees  from  the  Commit- 
tee on  Foreign  Affairs,  solely  for  the  consid- 
eration of  sections  205(f),  952.  1205-1209, 
1214-1217,  1228,  1231.  and  1233  of  the 
Senate  bill  and  sections  1024  and  1041  of 
the  House  amendments;  Mr.  Fascell.  Mr. 
Hamilton.  Mr.  Yatron.  Mr.  Solarz,  Mr. 
Broomfield.  and  Mr.  Oilman. 

As  an  additional  conferee,  solely  for  the 
consideration  of  section  1032  of  the  House 
amendments  and  modifications  committed 
to  conference:  Mr.  Savage. 

As  additional  conferees:  solely  for  the  con- 
sideration of  sections  911  and  936  of  the 
House  amendments  and  modifications  com- 
mitted to  conference:  Mr.  Mitchell  and  Mr. 
Broomfield. 

As  exclusive  conferees,  solely  for  the  con- 
sideration of  sections  109.  203.  205(a)(1). 
1210.  1230.  and  3114(a)  of  the  Senate  bill 
and  sections  123.  128,  208,  215.  1061.  3013, 
and  3036  of  the  House  amendments:  Mr. 
Aspin,  Mr.  Price,  Mr.  Bennett.  Mr.  Dellums. 
Mrs.  Schroeder,  Mrs.  Byron,  Mr.  Mavroules, 
Mr.  McCurdy,  Mr.  Spratt,  Mr.  Fascell,  Mr. 
Brown  of  California,  Mr.  Gephardt,  Mr. 
Fazio,  Mr,  Dicks,  Mr.  AuCoin,  Mr.  Downey 
of  New  York.  Mr.  Markey.  Mr.  Bedell,  Mr. 
Dickinson,  Mr.  Whitehurst.  Mr.  Spence. 
Mrs.  Holt.  Mr.  Badham.  Mr.  Stump.  Mr. 
Courter,  Mr.  Broomfield,  Mr.  Lagomarsino. 
Mr.  Hyde,  and  Mr.  Solomon. 

As  exclusive  conferees,  solely  for  the  con- 
sideration of  title  IX  of  division  A  of  the 
Senate  bill  and  sections  213,  1025,  1026. 
1048,  and  title  IX  of  division  A  of  the  House 
amendments:  Mr.  Mavroules,  Mr.  Bennett, 


Mr.  McCurdy,  Mr.  Hertel.  Mr.  Sisisky.  Mr. 
Spratt.  Mrs.  Schroeder,  Mrs.  Boxer,  Mr. 
Wyden,  Mr.  Levine  of  California.  Mr.  Sikor- 
ski.  Mr.  Bryant.  Mr.  Courter.  Mr.  Dickinson, 
Mr.  Kramer,  Mr.  Kasich.  Mr.  Bateman,  Mr. 
Stump,  and  Mr.  Hunter. 

As  exclusive  conferees,  solely  for  the  con- 
sideration of  section  1002  of  the  Senate  bill 
and  section  2715  of  the  House  amendments: 
Mr.  Price.  Mr.  Dellums.  and  Mr.  Dickinson. 

As  additional  conferees,  from  the  Commit- 
tee on  Education  and  Labor,  solely  for  the 
consideration  of  section  1002  of  the  Senate 
bill  and  section  2715  of  the  House  amend- 
ments: Mr.  Hawkins,  Mr.  Murphy,  Mr.  Clay, 
Mr.  Williams.  Mr.  Weldon.  Mr.  Jeffords.  Mr. 
Petri,  and  Mr.  Bartlett. 

As  exclusive  conferees,  from  the  Commit- 
tee on  Education  and  Labor,  solely  for  con- 
sideration of  division  F  of  the  Senate  bill 
and  modifications  committed  to  conference: 
Mr.  Hawkins.  Mr.  Ford  of  Michigan.  Mr. 
Kildee.  Mr.  Williams.  Mr.  Martinez.  Mr. 
Owns.  Mr.  Boucher.  Mr.  Perkins,  Mr.  (dood- 
ling, Mr.  Chandler.  Mr.  McKeman,  and  Mr. 
Fawell.  1 

As  exclusive  conferees,  solely  for  the  con- 
sideration of  division  B  of  the  Senate  bill 
and  division  B  of  the  House  amendments: 
Mr.  Dellums.  Mr.  Montgomery,  Mr.  Hutto. 
Mr.  Leath  of  Texas.  Mr.  Hertel.  Mr. 
Kramer,  Mr.  Dickinson,  and  Mr.  White- 
hurst. 

As  exclusive  conferees,  solely  for  the  con- 
sideration of  division  D  of  the  House 
amendments  and  modifications  committed 
to  conference:  Mr.  Aspin,  Mr.  Nichols.  Mr. 
Skelton.  Mr.  Marvoules,  Mr.  Dickinson,  Mr. 
Hopkins,  and  Mr.  Kasich. 

Mr.  DOLE.  Mr.  President,  I  move 
that  the  Senate  disagree  to  the  House 
amendments  and  agree  to  the  confer- 
ence requested  by  the  House,  and  that 
the  Chair  be  authorized  to  appoint 
conferees  on  the  part  of  the  Senate. 

The  motion  was  agreed  to  and  the 
Presiding  Officer  appointed  Mr.  Gold- 
water,  Mr.  Thurmond,  Mr.  Warner, 
Mr.  Humphrey,  Mr.  Cohen,  Mr. 
QuAYLE,  Mr.  Wilson,  Mr.  Denton.  Mr. 
Gramm,  Mr.  Broyhill,  Mr.  Nunn,  Mr. 
Stennis,  Mr.  Hart,  Mr.  Exon,  Mr. 
Levin,  Mr.  Kennedy,  Mr.  Bingaman, 
Mr.  Dixon,  and  Mr.  Glenn  conferees 
on  the  part  of  the  Senate. 

Mr.  DOLE.  I  move  to  reconsider  the 
vote,  Mr.  President. 

Mr.  BYRD.  Mr.  President,  I  move  to 
lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


ORDER  OF  PROCEDURE 

Mr.  DOLE.  Mr.  President,  what  I 
hope  to  do  now  is  ask  unanimous  con- 
sent that  we  might  move  to  the  consid- 
eration of  the  Federal-Aid  Highway 
Act.  S.  2405,  and  that  we  might  then 
have  the  cloture  vote  on  the  motion 
just  filed  on  Thursday  of  this  week.  I 
am  not  certain  whether  we  can  pro- 
ceed to  the  highway  bill  but  if  there  is 
no  objection,  I  shall  ask  unanimous 
consent  that  the  Senate  now  turn  to 
consideration  of  Calendar  774,  S.  2405, 
the  Federal-Aid  Highway  Act  of  1986. 

The  PRESIDING  OFFICER.  Is 
there  objection? 


Mr.  FORD.  Mr.  President,  reserving 
the  right  to  object,  I  will  not  object, 
but  I  want  to  make  a  statement  relat- 
ing to  my  reservation. 

I  am  not  in  favor  of  the  proliferation 
of  billboards.  I  am  not  in  favor  of  the 
clutter  that  many  of  the  billboards 
can  cause.  But  I  have  talked  to  all  of 
my  small  billboard  operators  in  my 
State  and  they  are  concerned  that  the 
language  in  this  bill  will,  for  all  practi- 
cal purposes,  put  them  out  of  business. 

D  1520 

Some  billboard  owners,  who  have 
thousands  of  billboards  across  this 
Nation,  are  very  much  in  favor  of  this 
bill  and  of  the  freeze,  the  cap  on  the 
number  of  billboards  now  in  force. 
Small  owners  say  that  they  will  have 
no  incentive  now  to  try  to  increase 
their  small  business.  They  lose  10  per- 
cent of  the  location  of  their  boards 
every  year  and  therefore  they  have  to 
find  new  locations.  They  say  that  in 
this  bill  we  even  regulate  billboards  on 
Indian  lands,  which  is  unconstitution- 
al. They  also  say  that  eliminating 
their  business  without  just  compensa- 
tion is  unconstitutional. 

Now,  I  am  not  a  lawyer;  therefore,  I 
would  not  know  the  problems  under 
the  first  and  fifth  amendments.  But  I 
do  know  that  many  of  those  people  in 
my  State  are  more  than  willing  to 
accept  stricter  law  enforcement.  They 
are  willing  to  do  those  things  that 
would  make  the  law  enforceable.  It 
would  be  my  judgment,  Mr.  President, 
that  if  the  House  wins  with  their  lan- 
guage then  there  will  be  a  rush  to 
build  billboards  and  there  may  be 
twice  as  many  billboards,  if  we  would 
only  listen  to  some  of  these  small 
people  who  say,  "Just  give  us  an  op- 
portunity to  grow.  Just  give  us  an  op- 
portunity to  grow  and  take  the  cap 
off." 

So,  Mr.  President,  I  am  not  opposed 
to  a  stricter  law.  I  am  not  opposed  to 
elimination  of  some  billboard  loca- 
tions. I  am  just  opposed  to  putting  the 
foot  on  the  neck  of  the  small  business- 
man and  saying  to  him,  "You  cannot 
grow."  Let  me  tell  you  what  is  going  to 
happen.  If  they  carmot  grow,  the  big 
ones  will  get  bigger  because  they  will 
buy  out  the  smaller  ones. 

In  one  of  the  towns  in  my  State 
there  are  five  billboards  owned  by  one 
of  the  largest,  if  not  the  largest,  bill- 
board concerns  in  the  country.  For  the 
last  3  years  there  has  not  been  a  piece 
of  paper  on  any  of  those  boards.  They 
are  there  for  one  reason  and  one 
reason  only,  to  put  my  small  Kentucky 
businessmen  out  of  business. 

Oh,  I  have  had  calls  from  highway 
contractors,  the  commissioner  of  high- 
ways, environmentalists,  everything, 
and  you  know  the  newspapers  have 
been  alerted— oh,  they  have  been 
alerted— all  over  my  State  that  Ford  is 
getting  ready  to  do  this. 
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Well,  one  of  the  largest  groups  in  my 
State  in  now  owned  by  one  of  the  larg- 
est billboard  operators  in  my  State.  I 
wonder  how  they  are  going  to  write 
about  how  I  talk  today. 

So,  Mr.  President,  in  the  majority  of 
cases  we  find  that  basically  people  do 
not  object  to  billboards.  I  was  handed 
this  poll  just  completed  in  September 
1986,  and  it  gives  a  right  interesting 
summary.  It  is  a  national  poll,  and  it 
says  that  most  armoying  on  highways 
is  careless  drivers,  poor  maintenance, 
construction,  trucks,  speed  limits, 
litter,  tolls,  and  1  percent  object  to 
billboards.  Least  annoying,  billboaids, 
37  percent.  Most  annoying  is  careless 
drivers. 

Mr.  I*resident,  I  ask  unanimous  con- 
sent that  this  poll  taken  by  Hamilton 
&  Staff  be  printed  in  the  Record. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  request  of  the 
majority  leader? 

Mr.  DOLE.  Mr.  President,  I  need  to 
add  to  that  request  a  couple  of  other 
things  that  do  not  relate  to  this.  I 
want  to  thank  the  distinguished  Sena- 
tor from  Kentucky. 

Mr.  FORD.  May  I  get  this  in  the 
record. 

The  PRESIDING  OFFICER.  The 
Chair  would  like  to  take  them  one  at  a 
time.  Is  there  an  objection  to  the  re- 
quest of  the  majority  leader  to  go  to 
the  bill? 

Mr.  FORD.  No.  Go  ahead. 

Mr.  BYRD.  Mr.  President,  reserving 
the  right  to  object— and  I  will  not 
object— I  will  wait  until  the  majority 
leader  has  completed  his  request. 

Mr.  DOLE.  If  the  Senator  will  yield 
for  1  second? 

Mr.  FORD.  Yes. 

Mr.  DOLE.  Mr.  President,  in  addi- 
tion to  asking  unanimous  consent  that 
we  proceed,  that  would  be  provided 
the  following  amendements  not  be  in 
order:  any  amendment  altering  the 
method  of  distribution  from  the  mass 
transit  account  or  transferring  mass 
transit  account  funds  to  highway  pur- 
poses shall  not  be  in  order;  any 
amendment  altering  the  method  of 
distribution  from  the  highway  account 
shall  not  be  in  order. 

I  also  ask  unanimous  consent  that 
no  motions  to  recommit  with  instruc- 
tions be  in  order. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  request? 

Mr.  STEVENS.  Reserving  the  right 
to  object,  we  did  have  an  amendment 
here  I  thought  that  did  vary  the  distri- 
bution account. 

Mr.  BYRD.  Mr.  President,  I  remove 
my  reservations. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  request?  If  not, 
the  majority  leader's  request  is  agreed 
to.  Is  there  objection  to  the  request  of 
the  Senator  from  Kentucky? 

There  being  no  objection,  the  report 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 


Tabular  Report  a  STmvEY  or  Adults 
Nationwide 

PREFACE 

The  following  tabular  report  is  based  on  a 
survey  of  1,003  adults  nationwide.  Tele- 
phone interviewing  was  conducted  from 
September  17  through  September  21,  1986. 

This  tabular  report  presents  data  that 
have  been  reweighted  to  reflect  an  accurate 
distribution  of  gender  and  age  by  area. 

HOW  TO  READ  THIS  TABULAR  REPORT 

Always  read  down.  The  percentages  in  all 
the  tables  relate  to  the  subgroups  under 
which  they  appear.  For  example,  in  Table  1. 
under  the  heading  Northeast,  the  figure  219 
represents  the  number  of  respondents  from 
the  Northeast  and  the  percentages  below  in- 
dicate the  opinions  of  that  subgroup  on  that 
particular  question. 

Respondent  Must  Own  or  Lease  a  Motor 
Vehicle;  Terminate  All  Others 
Is  your  personal  vehicle  used  mostly 
for  business  or  pleasure? 

Business 40 

Pleasure 53 

Don't  know 7 

1.  On  another  subject,  many  people  find 
certain  things  annoying  about  driving  on 
our  roads  and  highways.  I'd  like  to  ask 
which  of  the  following  you  find  the  most 
annoying  when  you  travel  by  car.  (Read 
Choices)  (Record  "Most "). 

la.  And  which  of  those  things  do  you  find 
the  least  annoying— I  can  repeat  the  list  if 
you'd  like.  (Record  "Least ") 

Mos!    Least 


LiKef  along  tne  toads     

Careless  drivers -., 

Having  to  :toc  and  pay  tolls 

Being  sKwed  by  constructnn  on  the  road... 

Billtcarils  alorgside  tfie  road 

Too  many  large  truck:  on  ttK  road 

Laws  regarding  the  speed  limit 

Pot  holes  and  poor  maintenance  ol  roads... 
Oont  know  


5 

37 

1 

12 
1 
7 
5 

29 
3 


2.  Congress  is  now  debating  the  regulation 
of  billboards.  Under  a  1965  federal  law,  bill- 
boards on  major  highways  can  only  be  put 
up  in  commercial  and  industrial  areas  and 
only  under  certain  conditions  regarding  the 
size  and  location  of  billboards.  Which  of  the 
following  actions  would  you  support  the 
Congress  taking? 

Continuing  the  current  federal  law  that 
controls  the  size  and  location  of  bill- 
boards.—42. 

Placing  a  freeze  on  the  total  number  of 
billboards  on  interstate  and  primary  high- 
ways but  allowing  older  billboards  to  be  re- 
placed by  new  ones.— 30. 
Or 

Banning  all  new  billboards  on  interstate 
and  primary  highways  entirely.— 22. 

(Vol)  None— 2. 

Don't  Tcnow—4. 

3.  Let's  look  at  some  areas  that  environ- 
mentalists consider  to  be  major  Lssues.  Tell 
me  how  serious  a  problem  you  feel  the  fol- 
lowing are  to  our  environment  .  .  .  very  seri- 
ous, somewhat  serious  or  not  very  serious? 


Veiv     ^°™' 

""'       ous       ous      ence 


OK-/ 
No 
sei-     (Mtet- 


Not 
very 


a  Junk  yards 23  34  40 

b  Litter  on  streets  and  highways 39  40  21 

c  Billboards - 8  24  66 

d  Industral  air  pollution - 69  18  11. 

e  Industral  water  poUutwi 5S  i  2 

I.  Tone  waste  sites 83  9  6 


Vejy 

ous 

Son*. 

Not 

D.K./ 

what 
seti- 

v«ry 
seri- 

No 
drfter- 

ous 

ous 

erwe 

I 

Auto  emrssioiis 

34 

4(1 

?7 

4 

Risk  to  endangered  spnes 

.....      53 

26 

17 

4 

t 

01  sprlls 

63 

21 

13 

3 

4.  Next,  for  each  of  the  following  things, 
please  tell  me  whether  they  are  things  that 
you  are  very  concerned  about  or  not  very 
concerned  about? 


Very 
con- 
es lied 


Not 
•wy 
con- 
cenwd 


Don't 


MMftrsmg  on  busts,  trams  and  tram  stations ... 
The  conoitiori  ol  the  roads  and  highways  n 
your  stale 

BiHxBfd  adveilrsing 

Oime  in  your  rwghborhood 

Wlut  to  do  atxHit  die  proUem  of  Iwantous 

waste _ _ _ 

The  ledetal  deficit 

The  outlook  lor  ttie  i 

tew  years    , 

Direct  mail  ad»ertism(.. 


31 
7 

75 
16 

75 

88 

80 

84 

34 


67 
86 

24 
82 
25 

10 
17 

15 
63 


5.  Here  are  some  statements  that  have 
been  made  about  billboard  advertising.  I'd 
like  you  to  tell  me  if  you  agree  or  disagree 
with  each  of  these.  Here's  the  first  one  .  .  . 
(Read  choices) 


Agree 


a  Billboards  can  oiten  be  useful  to  drivers  m 

finding  restaurants,  gas  stations,  kidgmg  and 

ottwf  Dnriucts  or  semces 
b.  Mosl  Mmnis  are  anMyiiig  and  unattiactnc 
c  BMnanl  adwrlisiiic  is  often  interesting  and 

can  help  break  up  Itie  monotony  of  long 

highway  drwinB 

d  I've  never  really  thought  much  about  billboards 

and  don't  have  strong  feelings  about  Itieni  one 

way  or  another 


Dis 

Don't 

agree 

know 

91 

8 

I 

25 

72 

3 

69 

30 

1 

57 

41 

2 

6.  On  another  subject,  some  people  consid- 
er themselves  to  be  environmentalists  while 
others  think  that  other  issues  like  economic 
development  and  creating  new  jobs  are 
sometimes  more  important  than  protecting 
the  environment.  Do  you  consider  yourself 
an  environmentalist  or  do  you  think  other 
issues  are  sometimes  more  important? 

Environmentalist— 34. 

Other  issues  more  important— 56. 

Don't  know— 10. 

IF  ENVIRONBtENTALIST 

6a.  Would  you  say  that  you  feel  strongly 
about  that  position  or  not? 

Yes.  feel  strongly— 28. 

No,  not  feel  strongly— 6. 

Don't  know— 

NA-66. 

Now,  just  a  few  questions  for  classification 
purposes  only  •  •  • 

7.  Could  you  please  tell  me— is  your  age 
between  18-24.  25-34,  35-49.  50-64,  or  65  and 
over? 

18  to  24 .   17 

25  to  34 23 

35  to  49 23 

50  to  64 21 

65-Up 16 

8.  Generally  speaking,  do  you  consider 
yourself  a  Democrat.  Republican,  or  an  In- 
dependent, or  something  else? 

Democrat 32 

Republican 29 

Independent 27 

Other 8 
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9.  Sex.  (Don't  ask— Just  record): 
Male 


Female 

49     10.  Region.  (Don't  ask— Just  record) 
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N/VfR  

Is  your  peranal  vettde  usal  fn  tnsmess  or  pkasure? 

Business 

Pleiswt    

Owl  know 


WMi  IS  most  amoying  imlin  yev  tnttl  by  ca7 

Utter  

Careless  ifnvers         

Stopping  to  say  tons 

Road  ctmstructioii   _ _ 

Bilftoards    

Large  Inidis 

Speed  imits .. 


Poor  maintenance 
Don  t  know 


WlKii  js  least  annoyng  wlMiai  kiMl  by  or? 

Utter 

Careless  drwers 

Stopping  to  pay  tolls 

iioad  construction    _ 

Bilfcoards „ 

Large  tnidu _. ->_ 


Speed  linuts 
f^nr  maintenaMC.. 
Dont  kixw 


REGUWTION  OF  BILLBOARDS 

[In  percent] 


Total 


North 
east 


1.003 

40 

53 
7 

5 

37 
1 

12 
1 
7 
5 

29 
2 


2 

13 
10 
37 

10 
U 
3 
6 


219 

33 
M 
3 

6 

35 
3 
11 
1 
9 
3 

29 
2 

6 
1 

21 
8 

38 
9 

10 
2 
5 


Region 


Gender 


Age 


Mid 
west 


274 

41 
49 
10 

6 
30 
0 
15 
1 
5 
7 

34 
1 

6 
1 
9 
10 
40 
12 
12 
3 
6 


350 

44 

49 
7 


40 
1 
9 
2 
7 
5 

29 
2 

10 
2 

14 
10 
32 
10 
13 
3 
6 


Party  10 


Soutli       West       Men      Women     18-24     25-34     35-49     50-64     65  up      Dero        GOP 


159        491 


42 
52 
6 

3 

43 
1 

n 

1 
9 
5 
23 
4 

7 
5 

10 
13 
37 
10 
9 
5 
4 


43 
51 
6 

6 

34 
2 

12 
1 
5 
7 

30 
2 


2 
14 
10 
30 
14 
12 
4 
7 


511 

38 
55 
7 


39 
1 

II 
2 
9 
3 

29 
3 

7 
2 
13 
II 
43 
6 
10 
2 
5 


170 

47 
47 
5 

2 

38 
1 

21 
1 
2 
4 
31 
0 

5 
4 
8 
13 
42 
15 
10 
2 
1 


230        230 


44 
50 
6 

4 
38 

12 
I 
4 
5 

31 
1 

9 
1 

14 
8 

44 
10 
11 
1 
2 


48 

45 

7 

7 

35 
2 
10 
3 
5 
5 

31 
I 

6 
1 
15 


15 
3 
4 


210 

37 
52 
10 

5 

35 
1 
9 
I 

12 
6 

27 
5 

5 
1 

13 
13 
33 
10 
12 
5 


160 

21 
75 
4 

5 

37 
1 
6 
1 

14 
5 

26 
5 

14 

4 
15 

8 
22 

7 
'8 

7 
15 


320        293 


42 
52 
6 

5 

36 
1 

10 
I 
9 
5 

30 
2 

6 
1 

12 
8 

38 
12 
10 
5 
6 


6 

35 

1 

13 
0 
7 
5 

30 
3 

7 
3 
16 
10 
34 
9 
9 
3 
7 


Ind 


269 


38         39 
57  54 

5  7 


5 

41 
2 
12 
2 
6 
6 
25 
1 


1 

13 
12 
38 

8 
16 

1 

3 


Action  lor  Congress 


Total 


Continue 
law 


freeze 


Ban 


Interested  in 
billboards 


Yes 


Billboards 


Billboards  a  serious  issue 


Environmentalists 


N/VfR  

Is  fM  personal  veliide  used  for  busness  or  pleasure? 

Business 

Pleasure 


Don't  know  ;.    „ 

WlKti  s  most  annoying  wtien  you  trawl  by  o7 

Utter _..... 

Careless  drivers        

Stopping  to  pay  tolls _ _   _ 

Road  constnictnn „      ... 

BMioards     

Large  trucks _ _ 

Speed  Nmits 

Don  t  know _... 

WbcJi  s  kiast  annoying  wtai  yoi  tnNi  by  oi? 

Utter           _ _ 

Careless  drivers 

Stopping  to  pay  tolls 

Road  construction    

Bilftoards  

Large  trucks _ _.    

Speed  limits _ _.... 

Don  t  know 

1,003 

40 
53 
7 

5 

37 

1 

12 
1 
7 
5 

29 
2 


2 

13 
10 
37 
10 
11 
3 
6 


416 

42 
54 
4 

4 

39 
2 
II 
0 
7 
5 

30 
3 

5 
1 
9 
9 
46 
II 
10 
2 
5 


301 


41 
51 


5 

35 
2 

15 
0 
5 
5 

31 
1 

7 
3 
12 
10 
40 
8 
11 
4 
5 


217 

36 

55 
9 

6 
34 
2 
8 
5 
12 
7 

25 
I 

10 
3 

23 
13 
17 
10 
15 
5 
4 


406 

40 
54 
6 

4 

33 
1 

12 
3 
8 
7 

30 
2 


2 
13 
II 
32 
11 
14 
3 
6 


597 

41 
52 
7 

5 

39 
2 
11 
0 
7 
4 

29 
3 


2 

13 
10 
40 

9 
10 

3 

6 


Pro 


577 

43 
52 

5 

4 

38 

1 

12 
0 
5 
5 

34 
2 

6 
1 

10 
10 
45 
10 
10 
2 
5 


Anti 


25 
66 
9 


32 
0 
7 

13 
II 
10 
20 
2 

'5 
2 
25 
15 
17 
4 

21 
7 
4 


Very 


39 
54 

7 

9 
35 
1 
3 
II 
5 
5 
27 
4 

15 
4 
18 
10 
16 
11 
17 
3 
6 


Some 
wtiat 


Not 


Solid 


Some 


244 

43 
51 
6 

5 
36 

2 
10 

2 
10 

5 
28 

2 


3 
21 
13 
29 

5 
12 

4 

4 


663 

41 
53 
6 

4 

37 

1 

13 
0 
6 
5 
31 
2 

7 
2 

ID 
9 

42 
12 
10 
3 
6 


277 

42 
51 
7 

7 

40 
2 
9 
3 
6 
5 

25 
2 

5 
2 

16 
7 

37 
12 
15 
2 
4 


Not 


66! 

40 
54 
6 

4 

34 
1 

13 
1 
8 
5 

32 
2 

9 
2 
12 
II 
37 
9 
10 
4 
6 


N/VtR 

Whcli  action  on  regulatkxi  of  biltoards  by  Congress  wouU  you  support? 

Continue  controls    _ 

Atom  replacement    

Ban  all  new  bMnanls 

None 

Don't  know 


Region 


Total 


North^ 
east 


Mid- 
west 


1,003 

42 
30 
22 
2 
5 


219 

40 
26 
26 
2 
5 


274 

47 
34 
12 
2 

5 


36 
31 
25 
2 


Gender 


Age 


Party  ID 


South       West       Men      Women     18-24     25-34     35-49     50-64     65  up      Dem        GOP        Ind 


350        159 


45 
26 
23 
3 
3 


491 

38 
26 
29 
3 
4 


511 

45 
33 
15 
1 
6 


170 

43 
39 
13 
1 
4 


230 

50 
29 
18 
0 
3 


230 

41 
35 
22 
1 
2 


210        160 


38 
25 
28 
4 

4 


34 
22 
26 
5 
13 


320 

40 
31 
22 
2 
5 


293 

39 
34 
20 
2 
5 


269 

49 
25 
23 
2 
1 


Actkin  lor  Congress 


Total 


Conbnue 
law 


freeze 


Ban 


Interested  in 
billboards 


Yes 


Billboards 


Pro 


Anb 


N/WR 

Whdi  action  on  legulatnn  of  bUtaards  by  Congress  would  support? 

Conbnue  controls   

Afcw  replacement 

Ban  al  new  bribuiiJs . _ 


to't  kmi.. 


1,003 

42 

30 

22 

2 

5 


416 

100 
0 
0 
0 
0 


301 

0 
100 
0 
0 
0 


217 

0 
0 
100 
0 
0 


406 

37 
29 
27 
2 
5 


597 

45 
30 
18 
2 
5 


577 

51 
33 
10 
2 
5 


16 
7 

71 
2 
4 


Billboards  a  serkxjs  issue 


Environmentialists 


Very 


10 
12 
68 
4 
6 


Some- 
what 


Not 


SolHJ 


Some 


244 

29 
33 
33 
1 
4 


663 

51 
31 
12 
2 
4 


277 

40 
31 
25 
2 
2 


52 
2« 
14 
1 
5 


Not 


661 

41 
30 
21 
2 
6 


UMI 


September  23,  1986 


CONGRESSIONAL  RECORD— SENATE 


25487 


Regjon 


Gender 


Age 


Party  ID 


ToM 


Noitti       Mid 
east       West 


South       West        Men      Women     18-24     25-34     35-49     50-64     65  up      Oem 


GOf 


Ind 


Party  10 

GOP 

Ind 

293 

269 

38 

39 

57 

54 

5 

7 

6 

5 

35 

41 

1 

? 

13 

1? 

0 

2 

/ 

6 

5 

6 

30 

25 

3 

1 

7 

8 

3 

1 

16 

13 

10 

12 

34 

38 

9 

8 

9 

16 

3 

1 

7 

3 

onmenlalists 

Some 

Not 

65 

661 

42 

40 

51 

54 

7 

6 

3 

44 

34 

8 

13 

4 

3 

29 

32 

4 

6 

2 

14 

12 

16 

11 

33 

37 

8 

14 

10 

3 

5 

Party  ID 

GOP 

Ind 

293 

269 

39 

49 

34 

25 

20 

23 

2 

2 

5 

1 

wmentialists 

Some 

Not 

65 

661 

52 

41 

28 

30 

14 

21 

1 

2 

5 

6 

N/VER : 1,003  219  274  350  159  491  511  170  230  230 

Billtioards: 

Vety  serous 8  9  4  10  6  9  6  3  4  9 

Somewhat  senous 24  21  23  26  27  22  26  24  23  27 

Not  vety  serous 66  67  72  62  65  67  65  72  73  64 

DH/no  diftefence 2  3  12  12  2  10  1 

Junk  yards 

Very  serious „.... 23  20  22  27  19  18  27  14  20  19 

Somewhat  senous 34  33  39  30  38  30  39  42  36  40 

Not  very  senous - 40  43  36  41  41  51  30  43  43  37 

Df/no  differena - 3  3  3  2  2  2  3  12  4 

Utter: 

Very  senous 39  43  34  43  33  38  40  42  36  54 

Somewhat  senous 40  38  46  37  38  38  41  39  44  50 

Not  very  serious „ 21  18  19  20  27  23  18  17  20  16 

DK/no  diftefence 10  111112  0  0 


N/VtR 

Auto  Emissions: 

Very  serltus 

Somewliat  serious.. 

Not  very  senous 

DK/No  diflerence... 


210 


22 
66 
4 

30 
23 
44 
4 

42 
34 
23 
0 


160        320        293        269 


15 
26 
55 
4 

31 
32 
34 

3 

41 
27 
29 
4 


7 

26 
65 

1 


7 

23 
67 

2 


8 

24 
61 

1 


26  22  21 

36  31  39 

36  45  36 
2  2  4 

43  35  39 

37  43  41 
20  21  n 

0  1  0 


Action  for  Congress 


Total 


Continue 
law 


Freeze 


Ban 


Interested  m 
billtioarils 


Yes 


Billtnards 


Billboards  senous  issue 


EnvKonmenlalists 


Pro 


Anti 


Very 


Some- 
wliat 


Not 


SoM        Some 


Not 


N/VER 1.003  416  301  217  406 

Billtnards: 

Very  serous 8  2  3  24  12 

Somewhat  senous 24  17  27  38  24 

Not  very  senous - 66  81  69  36  63 

OK/No  diftefence 2  112  1 

Junk  yards 

Very  senous 23  19  21  33  22 

Somewhat  serious 34  38  37  27  34 

Not  very  serious 40  40  39  40  42 

DK/No  difference 3  3  3  0  2 

Litter 

Very  senous  39     .     36  40  -43  42 

Somewhat  serious  40  39  43  39  40 

Not  very  senous  21  24  16  16  18 

DK/No  diffeience  110  2  0 


597 

5 
24 


23 
34 
35 

3 

37 

40 

22 

1 


577 

3 

18 
78 

1 

20 
36 
41 

3 

38 

41  ■ 

20 

1 


30 
44 

25 
0 

27 
26 
46 

2 

50 
38 
13 
0 


100 
0 
0 

0 

43 
22 
33 

2 

68 
15 
14 
3 


244 

0 
100 

0 
0 

29 
45 
25 
2 

48 
44 

7 
0 


663 

0 

0 

100 

0 

18 
32 
47 
3 

32- 

41 

26 

1 


277 

10 

32 

57 

1 

23 

39 

36 

2 

44 

39 
16 
0 


3 

39 
55 

4 

18 

40 

39 

3 

28 
49 
23 
0 


661 

7 

20 
71 

2 

23 
32 
42 

3 

38 

39 

22 

1 


Region 


Gender 


Age 


Party  10 


Total 


Nortli- 
east 


Mid- 
west 


Soutti      West       Men      Women     18-24     25-34     35-49     50-64     65  up      Dem        GOP 


N/VER   1.003  219  .    274        350  159 

Industrial  air  poiiuiion: 

Very  serious 69  ''  "          "'  ™ 

Sorriewhat  senous 18  13  22         18  21 

Not  very  senous H  7  12          14  9 

OK/No  difference „ 12  112 

Industnal  water  pollution: 

Very  serious    80  86  79          76  79 

Somewhat  senous 1!  ^  '?         'S  5 

Not  very  senous '  '  '           ?  ' 

DK/No  difference - 2  2  12  4 

Toxic  waste  sites:  

Very  senous - 83  92  84         80  7 

Somewhat  serious - 9  4  9         10  12 

Not  very  serious ....- - • 6  2  6           7  8 

DK/No  difference 2  113  2 


491 

65 

21 

12 

2 

78 
13 
8 

2 

83 
9 
6 
2 


511 

73 
15 
10 
1 

82 

9 
7 
2 


170        230        230        210 


71 
19 
II 
0 

83 

7 
9 

1 

82 
13 
5 
0 


74 
19 
6 
0 

83 
12 

4 
1 

87 
10 
3 
0 


79 

15 
5 
1 

87 
9 
4 

0 


63 
21 
15 
1 

77 
12 
7 
3 

82 
7 
8 
3 


160 

54 

17 

22 

7 

65 
12 
16 

7 

74 
10 
10 
6 


320        293 


72 
18 
10 
1 


10 
7 
3 

85 
7 
5 
2 


65 
21 
12 
2 

76 
13 
8 
2 


269 

75 
17 
8 
0 

16 
8 
6 
0 


Action  for  Congress 


Total 


Continue 
law 


freeze 


Ban 


Interested  in 
Mltnards 


Yes 


Billtnards 


Billboards  serious  issue 


Environmentalists 


Pro 


Anti 


Very 


Some- 
what 


Not 


Solid 


Some 


N/VER 1.W3 

Industrial  air  pollution: 

Very  serious 69 

Sornewhal  senous 18 

Not  very  serious H 

DK/No  difference 1 

Industrial  water  pollution: 

Very  serious 80 

Sornewhal  sernus 11 

Not  very  sernus - ' 

DK/No  difference 2 

Toxic  waste  sites: 

Very  senous - 83 

Soiiiewhat  serious ■ \ 

Not  very  serious - 6 

DK/No  difference 2 


416 

65 

21 

12 

1 

79 
11 
9 
2 

82 
9 


301 

74 
15 
9- 
2 

82 
9 
6 
2 


217 


76 
14 


84 

10 
5 
1 

84 
10 

3 
3 


406 

71 
18 
11 
1 

83 
9 
7 
2 

81 
11 
6 
2 


597 

68 
19 
11 
2 

78 
12 


577 


18 
12 
2 

78 
11 
9 
2 

82 
9 
7 
2 


71 
18 
9 
2 

81 
13 
2 

4 

82 
13 
2 
4 


81 
10 
6 
2 

84 

7 
5 
4 


244 

82 
12 
5 
1 

87 
9 
2 
2 


663 

63 

21 

14 

1 

77 
11 
9 
2 

82 
9 
7 
2 


277 

81 

12 
7 
0 

92 
4 

3 

1 

92 
5 
3 
1 


69 
23 
8 
0 

78 
17 
3 
1 

83 
13 
4 

0 


661 

64 

20 
13 
2 

'  75 
13 
10 

3 

79 
10 


Gender 


Age 


Party  ID 


Total 


North 
east 


Mid- 
west 


South       West       Men      Women     18-24     25-34     35-49     50-64     65  up       DEM        GOP 


M 


1.003 

34 

40 

22 

3 


219        274        350        159 


38 
38 
21 
3 


34 
43 
20 
3 


29 
40 
26 

5 


40 

39 

20 

1 


491 

33 
39 
25 
3 


511 

35 
41 
20 
4 


170 

25 
46 
25 
4 


230        230 


34 
48 
17 

I 


39 

46 

14 

1 


210 

33 
34 
27 
6 


160        320        293        269 


39 
23 
32 

5 


35 
39 
21 
4 


33 
43 
22 
2 


35 
42 

20 
2 


25488 


Rcfc  to  tnimgmi  spcocs: 

Voy  scnous 

Soinnvtot  scnous  

Not  ««iy  Straus    

W/No  drflcrcnce 

WSpiiS: 

Very  stnous.. 


Somwtwl  senous 
Not  Mry  senous 

DK/No ( ' 


CONGRESSIONAL  RECORD— SENATE 


September  23,  1986 


Regnn 


Gender 


*8e 


Total 


Party  ID 


ast"       wBt       ^"'       '*'^'       '*«"      *°™'     "-2<     25-34     35-49     50-64     65  up       DEM        GOP        Ind. 


53 
26 
17 
4 

63 
21 
13 
2 


60 
24 
11 
4 

73 
19 
7 
2 


51 
32 
15 
3 

61 
24 
13 
2 


53 
24 
19 
5 

62 
20 
16 
2 


50 
24 
22 
4 

57 

24 

18 

1 


51 
29 
16 
4 

61 
23 
14 
2 


56 
23 
17 
5 

66 
19 
13 
2 


63 
22 
13 
2 

59 
22 
19 
0 


59 

29 

10 

1 

67 

22 

10 

1 


59 
30 
10 
2 

69 
24 
7 
0 


46 
23 
23 
7 

62 
20 
14 
3 


37 
23 
29 
10 

56 
17 
22 
5 


57 
22 
16 
5 

67 
20 
11 
2 


31 
18 
3 

57 
24 
16 
3 


58 
27 
12 
4 

67 

21 

11 

1 


Actiort  for  Congress 


W/VER 
Auto 


Very  senous 

Somewtiat  senae.. 
Not  very  senous 
Dt(/No  drfference 


fbsk  to  endangered  species: 

Very  senous 

Soiiiewtiat  senoB 

Not  «ry  senous 

ykJVo  drtference 

Wspis: 

Very  senous 

Somewtiat  senous  

Not  very  senous 

DK/No  difference 


Total 


Continue 
law 


Interested  m 
tNlllnards 


Billboards 


Billlnards  a  serious  issue 


Environmentalists 


Freeze 


Ban 


Yes 


No 


Pro 


1.003 

34 
40 
22 
3 

53 
26 
17 
4 

63 
21 

13 

2 


416 

32 
41 
24 
2 

52 
29 
15 
3 

61 
21 
15 
2 


301 

29 
46 
20 
4 

56 
24 
16 
4 

65 

21 

13 

1 


217 

44 
35 
18 
3 

56 
25 
14 
5 

66 
23 
9 

2 


406 

33 
40 
24 
3 

56 
23 
18 
3 

62 
21 

16 
1 


597 

35 
40 
22 
3 

52 
28 
15 
5 

64 
22 

12 

3 


577 

I'i 
44 
24 
4 

53 

24 

18 

5 

62 
22 
16 

1 


Anii 


51 
30 
19 
0 

52 
30 
14 
4 

77 
11 

11 
2 


Very 


54 
22 
18 
5 

64 
19 
14 
3 

71 

11 

16 

1 


Some- 
wtiat 


244 

42 
49 
6 
2 

66 
23 
7 
4 


Not 


Solid 


Some 


663 

29 
40 
28 
3 


28 
20 
4 

59 
22 
17 
2 


277 

42 
42 
15 
0 

72 
18 
9 
1 

76 
16 
7 
1 


27 
49 
25 
0 

56 
32 


64 
29 
7 


Not 


661 

31 

39 

25 

5 

45 

29 

21 

5 

58 
23 
17 
2 


Region 


Gender 


N/VER 

BHtboanl  advertisni: 

Very  conrxmed 

N(rt  very  concerned „ 

Don!  know     

Tetevrsion  coRimerci3lS: 

Very  concemed    

Not  very  concerned 

Dont  know      

Aik«rtising  on  busses,  trains  and  in  slatms: 

Very  concerned _ - 

Not  wry  concerned 

Don't  know 


Total 


A|e 


Party  ID 


North 
east 


m 

west 


South       West       Men      Women     18-24     25-34     35-49     50-64     65  up       Dem        GOP 


1,003 

16 

82 

1 

31 
67 
2 


219 


29 
69 
2 

6 

87 
7 


274 

11 

87 

1 

29 
69 
2 

7 

87 
6 


350 

20 

80 

1 

32 
56 
2 

9 
82 
9 


159 

16 
83 
2 

34 
63 
3 

7 

87 
6 


491 


511 

15 

83 

1 

34 
64 
2 


170 


9 

90 

1 


230        230 


11 
89 
0 

25 
75 

0 


91 
1 


16 
83 

1 

29 

69 

2 


87 
5 


210 

20 
78 

1 

35 
60 

5 

6 
82 
12 


160 

22 
74 
4 

47 
50 
4 

5 

76 
19 


320 

18 
81 

1 

33 
65 
2 

9 
85 
5 


293 

17 

81 

2 

33 
65 
2 

5 

85 
9 


Ind. 


269 

16 

83 

1 

26 
72 
2 

7 

86 
7 


Action  for  Congress 


Total 


Continue 
law 


freeze 


Ban 


Intrerested  in 
billboard 


Yes 


Billboards 


BNillboards  a  serious  issue 


Pro 


Anti 


Very 


Some 
what 


Not 


N/VER 

BMnard  aiKicrlisng: 

Very  concerned _ , 

Not  very  concemed _ , 

Don!  know 

Tetevision  commerciils: 

Very  concemed , 

Not  very  concerned , 

Don't  know        

Aitwtising  on  busses,  trains  and  ai  stalms: 

Very  concemed  _ , 

Not  wry  concemed 

Don't  know 


Environmentalists 


Solid 


1,003 


416 


301 


217 


406 


597 


577 


244 


663 


277 


Not 


661 


16 

6 

17 

37 

24 

11 

9 

54 

62 

28 

7 

21 

14 

15 

82 

93 

83 

61 

75 

87 

90 

46 

35 

71 

92 

78 

86 

84 

1 

0 

0 

3 

1 

2 

1 

0 

4 

1 

0 

1 

0 

2 

31 

24 

35 

37 

37 

27 

26 

43 

43 

39 

26 

30 

34 

31 

6/ 

74 

63 

60 

61 

71 

73 

55 

52 

60 

73 

68 

66 

67 

2 

2 

2 

2 

2 

2 

1 

2 

5 

2 

1 

3 

0 

2 

7 

4 

13 

6 

10 

5 

6 

9 

16 

10 

6 

9 

7 

7 

86 

90 

81 

84 

83 

88 

89 

85 

73 

83 

89 

87 

90 

84 

1 

6 

6 

10 

7 

7 

5 

5 

11 

7 

6 

5 

3 

9 

Total 


North 
east 


Region 


Mid 
west 


Gender 


Age 


Party  ID 


Sootti      West        Hen       Lomen     18-24     25-34     35-49     50-64     65  up      DEM        GOP 


Ind 


N/VER 

UK  condrtm  of  State  roads  and  Mfjimiis: 

Very  concemed      

Not  wy  concerned 

Don  t  know _ 

NergtrbortiQQd  crime: 

Very  concemed '. 

Not  very  concerned 


Don't  know 


Whit  to  do  about  haordous  mste: 

Very  concemed , 

Not  very  concemed 

Don't  know 


1003 

75 

24 

1 

75 
25 
0 


10 
2 


219 

78 
21 
0 

70 
30 
0 

92 
5 
3 


274 

77 

23 

1 

73 
27 
0 


350 

74 

25 

1 

80 
19 
1 


159 

68 

31 

1 

73 
27 
0 


491 

74 

25 

1 

73 
26 
0 

89 
10 
2 


511 

75 

24 

1 

76 
24 
0 


170        230        230        210        160        320 


84 
16 
0 

79 
21 

0 


82 
17 
0 

76 
23 
0 

92 
7 
1 


74 

26 

1 

74 

25 
0 


70 

29 

1 

75 
25 

0 

90 
7 
3 


62 
37 
2 

69 
31 
0 


20 
0 

78 
22 
0 

90 
7 
3 


293 

72 

27 

1 

74 
26 
0 


13 
1 


269 

74 

25 

1 

74 
26 
0 

92 
7 
2 


UMI 


Party  ID 

GOP 

Im). 

48 

58 

31 

27 

18 

12 

3 

4 

57 

67 

24 

21 

16 

11 

3 

1 

mmentalists 

Some 

Not 

65 

661 

27 

31 

49 

39 

25 

25 

0 

56 

45 

32 

29 

8 

21 

3 

64 

58 

29 

23 

7 

17 

n 

Party  ID 

GOP 

Ind 

293 

269 

17 

16 

81 

83 

1 

33 

26 

65 

72 

2 

7 

85 

86 

7 

nmentalists 

some 

Not 

65 

661 

14 

15 

86 

84 

0 

2 

34 

31 

66 

67 

0 

2 

7 

7 

90 

84 

3 

9 

Party  ID 

GOP 

Ind 

293 

269 

72 

74 

27 

1 

25 

1 

74 

74 

26 

26 

0 

0 

86 

92 

13 

7 

1 

2 
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Total 

Action  lor 

Congress 

Interested 
bdllxiard! 

in 

Billboards 

BiHboards  a  senous  issui 

Envnnnentaksts 

Continue 
law 

Freeze       Ban 

Pro 

anti 

very 

some- 
what 

not 

SoM 

Some 

Not 

Yes 

No 

N/Ver 

Vwy  concenwd „ 

1003 

„ 75 

24 

16 

74 
25 

1 

71 
29 

0 

90 
9 
1 

301 

78 
22 

1 

81 
19 

0 

86 
11 
2 

217 

73 

26 

1 

74 
25 
0 

90 
7 
3 

406 

77 
23 
0 

79 
21 

0 

87 
10 
2 

597 

73 

26 

1 

72 
28 

0 

89 
9 
2 

577 

77 

22 

1 

75 
25 

0 

88 
10 
2 

50 

61 

37 

2 

71 
29 

0 

98 
2 
0 

77 

67 
32 

1 

60 
20 
0 

94 
4 
2 

244 

80 

19 
1 

79 
21 
0 

95 
5 
1 

663 

74 
25 

1 

73 
27 

0 

85 
12 
3 

277 

76 
24 

0 

75 
25 
0 

% 
3 

1 

65 

73 
27 
0     . 

70 
30 
0 

85 
13 

1 

661 

74 

24 

1 

75 
25 
0 

85 
12 
3 

Oort  know .. 

.:. 1 

;.: 75 

Not  «fy  concerned 

Don't  luiow 

25 

0 

Wlut  to  do  atnut  huanw  msle: 

88 

Not  voy  CQflcemed 

10 

Don't  know              

2 

Total 

Region 

Gender 

Age 

P 

PartyM 

North- 
east 

Mid- 
west 

South 

West 

Men 

Women 

8-24     25-34 

35-49 

50-64 

65u 

Dem 

GOP 

Ind 

N/Vet                                   

003 

80 
17 

2 

84 
15 
I 

34 

63 
3 

!19 

80 
18 
2 

83 
16 

1 

34 

64 
2 

274 

81 
15 

4 

84 
14 
2 

31 
67 
3 

350 

84 

13 
2 

87 
12 
2 

37 

60 

3 

159 

72 
28 

1 

78 
20 

1 

33 

65 
2 

491 

81 
16 
2 

79 
20 

1 

33 
65 
2 

511 

80 
18 
2 

88 

10 

1 

35 
62 
3 

170 

70 
28 
3 

80 
19 

1 

25 
75 
1 

230 

78 
19 

3 

87 
13 
0 

20 
78 
2 

230 

81 
18 

1 

85 
14 
1 

30 
69 
2 

no 

86 

12 

1 

84 
15 
1 

46 
50 
4 

160 

87 
9 
4 

81 
14 
5 

54 

41 
5 

320 

82 

16 
2 

91 
9 
1 

35 
63 

2 

293 

269 

82 
17 
1 

87 
12 
1 

35 
63 

2 

The  Federal  detedt: 

Mot  «ry  concerned ._. 

Don't  know 

TTk  outlook  for  ttw  sconomy:  ^ 

Don't  know                        

Direct  mail  advertrsing:     - 

- 

Total 

Action  for  Congress 

Interested  In 
billboards 

Billtnards 

Billboards  a  senous  issue 

tnwronmentalisls 

Continue 
law 

Freeze 

ian 

Pro 

Anti 

Veiy 

Some- 
what 

Not 

Solid 

Some 

Not 

Yes 

No 

N/Ver 

The  Federal  deficit: 

1,003 

80 

416 

80 
19 
1 

84 
15 

1 

29 
70 
1 

301 

79 
19 
2 

86 
13 

1 

33 
65 
3 

217 

87 
12 
2 

83 

16 

1 

44 
54 
2 

406 

81 
17 

1 

85 
15 

1 

34 
63 
2 

597 

80 
17 
3 

83 
15 
2 

34 
63 
3 

577 

81 
18 

87 
12 

31 
66 

50 

82 
18 

0 

77 
22 
2 

50 
50 
0 

77 

89 

8 
2 

83 
14 
3 

47 
46 
6 

244 

88 
10 
2 

87 
12 

1 

43 
55 
2 

663 

77 
21 
2 

83 
16 

1 

29 
69 
2 

277 

85 
14 

1 

87 
12 
1 

34 

64 
2 

65 

76 
24 
0 

76 
24 
0 

36 

63 
1 

661 

79 
11 

3 

83 
15 
2 

34 

63 

3 

Not  very  concerned. 

Don't  know                                 

17 

2 

The  outknk  for  the  economy: 

84 

Not  very  concerned 

Don't  know                     

15 

1 

Direct  mail  advertising: 

.„ 34 

Not  very  concerned 

Don't  know 

63 

„ _     .....           3 

Total 

Region 

Gender 

Age 

PartyM 

North- 
east 

South- 
west 

Mid- 
west 

Men 

Women 

18-24     25-34 

35-49 

50-64 

65 

up 

Dem 

GOP 

Ind 

N/VER                                



,003 

91 
8 
0 

25 
72 
3 

69 
30 
2 

57 
41 
3 

219 

86 
14 
0 

31 
67 
3 

62 

36 

2 

57 

40 

3 

274 

96 
3 

1 

21 
75 
4 

75 
24 

1 

58 
40 
2 

350 

92 
8 
0 

26 
72 
2 

72 
26 
2 

54 
42 
4 

159 

90 
10 
0 

25 
72 
3 

61 
38 

1 

58 
41 

1 

491 

90 
9 
0 

29 
68 

3 

63 
36 

1 

54 
43 
3 

511 

93 

7 
0 

22 
75 
3 

75 
23 
2 

59 
38 
3 

170 

93 
7 

0 

24 
75 

1 

70 
29 

I 

55 

40 

5 

230 

92 
8 
0 

19 
80 
0 

72 
27 

1 

57 
42 

1 

230 

91 
9 
0 

25 
73 
3 

67 
32 
0 

54 
44 
3 

210 

94 
6 

0 

29 
67 
3 

73 
25 
2 

57 

41 

2 

60 

87 
12 

1 

32 
60 
8 

58 
37 
5 

60 
34 
5 

320 

90 
9 
1 

26 
71 
3 

73 
26 

1 

54 
42 

4 

293 

94 
6 

0 

26 
71 
3 

64 

33 
3 

61 
38 
2 

269 

90 
10 
0 

26 

72 

1 

66 

32 
2 

55 
43 
2 

Bimnards  can  De  usetul  to  driverj: 

Acree                          

Don't  know 

Most  billtioards  are  annoying: 

Disagree                                      

Don't  know -.....; 

Billlnard  advertising  is  often  interesting: 

Ame 

dSmk                                 

DoiiTiinow 

1  haven't  thought  mwh  alnut  Mkoards  and  don't 
Ag'« 

DMTknm            

have  strong  feelings  alxNjt  them: 

Total 

Action  for  Congress 

Interested  in 
billboards 

Billboards 

Billboards  a  senous  issue 
very        ^-        Not 

Environmentalists 

Conhnue 

Freeze 

Ban 

Pro 

Anti 

>olid 

Some- 

what 

Not 

661 

92 

7 
0 

24 
72 
3 

71 
27 
2 

Yes 

No 

N/VER                                       

1.003 

416 

95 

5 
0 

11 
87 
2 

78 
21 

1 

301 

96 
4 
0 

22 
76 
2 

77 
22 

1 

217 

79 
21 
0 

59 
39 
3 

40 
60 

1 

406 

88 
11 
0 

29 
70 
2 

65 
34 

1 

597 

93 
6 
0 

23 
73 
4 

71 
27 
2 

577 

100 
0 
0 

0 

100 

0 

100 
0 
0 

50 

0 

100 

0 

100 
0 
0 

0 
100 

0 

77 

75 
24 

1 

67 
32 

1 

32 
64 
4 

244 

86 
13 
0 

38 

59 
4 

57 

42 

1 

663 

95 
5 
0 

16 
82 
2 

77 

21 

1 

- 

277 

89 
11 
0 

29 
69 
2 

62 
38 

1 

65 

93 
7 
0 

24 

75 
1 

75 
25 
0 

Biltnards  can  be  useful  to  dnvers: 

jr^« 

91 

8 

Don't  know 

Most  billtnards  are  anooyini: 

0 

25 

Dtsasree                                     

: , 72 

Don't  know 

.' 3 

BilMnard  advertising  is  often  interesting: 

karm                                                             

69 

SStee 

30 

Don  kmw 

2 

25490 
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Total 

Action  for  Congress 

Interested  in 
billtnards 

Billboards 

Billboards  a  serious  issue 

Environmentalists 

Continue 

Freeze        Ban 

Pro 

Anti 

Ver> 

Some- 
what 

Not         SoM 

Some- 
what 

Yes 

No 

Not 

1  lavent  tlxwitit  inucti  toA  MtmriE.  mi  don't  lim  strong  ftetmgs  aliout  ttian: 
»«ree          

57 
41 
3 

61 
36 
3 

57 
40 
3 

47 
50 

2 

0 
100 

0 

95 
0 
5 

57 
40 
3 

33 

65 

2 

32 
61 
6 

56 
41 
3 

59 

39 

2 

53 
45 
2 

54 
44 
2 

58 
38 
4 

OwTluw* 

Total 

Region 

Gender 

»«e 

Party  ID 

North- 
east 

Mid- 
west 

South 

West 

Men 

Women 

18-24     25-34 

35-49 

50-64 

65  up 

Oem. 

GOP 

Ind 

N/VtR                                            

Do  you  consdn  yourscA  an  envtronnenlalst  or  n  otter  ssues  inort  miportail?: 

[nwonrnentalBts                      

1 

.003 

34 

56 
10 

28 
6 
0 

66 

219 

41 
49 
9 

33 
8 
0 

59 

274 

32 
57 
11 

25 

7 

1 

68 

350 

34 
56 
10 

27 
6 

1 
66 

159 

29 
61 
10 

26 
3 
0 

71 

491 

34 
55 
11 

28 
5 
1 

66 

511 

34 
56 

10 

27 

7 
0 
66 

170 

36 
58 
6 

26 
10 
0 
64 

230 

36 
56 
8 

29 
7 
0 

64 

230 

41 
50 
9 

33 

7 

1 

59 

210 

28 
58 
14 

26 
2 
0 

72 

160 

26 
60 
14 

21 
4 

1 
74 

320 

33 
58 
9 

27 
5 

1 
67 

293 

30 
58 
12 

23 
6 
0 

70 

269 

41 
51 

8 

33 

Oltw  issues  migortant 

Don't  Miomf                        

Do  mil  ted  sttoathi  atout  dot  posiliM?: 

Y«S. 

Hi 

Don't  Imow    

1 

m  asked   

59 

Total 

Action  lor  Congress 

Interested  billboards 

Billboards 

Billboards  a  serious  issue 

Environmentalists 

Continue 

law 

Freeze       Ban 

Yes 

No 

Pro 

Anti 

Ver, 

1 

Some- 
what 

Not          Solid 

Some 

Not 

N/VfR                                                                                     

1.003 

34 
56 
10 

28 
6 
0 

66 

416 

35 
55 
10 

26 
8 
I 

65 

301 

34 
58 
8 

29 
6 
0 

66 

217 

36 
53 
11 

32 
3 
1 

64 

406 

38 
52 
10 

31 
6 
1 

62 

597 

31 
58 
U 

25 
6 
0 

69 

577 

34 
57 
10 

26 

7 
0 
66 

50 

48 
41 
10 

41 
6 
2 

52 

77 

37 
48 
14 

35 
2 
0 

63 

244 

47 
47 
6 

36 
10 
1 
53 

663 

29 
60 
U 

24 
5 
0 

71 

277 

100 
0 
0 

100 
0 
0 
0 

65 

100 
0 
0 

0 

93     ■ 
7 
0 

661 

0 
85 

15 

Do  fK  tastKi  yoursett  an  envifonmentilist  or  are  other  issues  more  importnt? 

Ottter  ssues  important 

Don  t  «now                                  «, 

Do  you  feet  stionfly  alMt  that  positM? „ 

Yb. 

0 

Hi _„ 

0 

OM'ttaM  

Q 

IM  isM _ _ 

100 

Total 

Region 

Gender 

Age 

Party  ID 

North- 
east 

Mid- 
west 

South 

West 

Men 

Women 

18-24     25-34 

35-49 

50-64 

65  up 

Dem 

GOP 

wd 

N/Ver 

Ml. 

25-J«                             .-             ..                          ....„ 

1 

,003 
49 
51 
17 
23 
23 
21 
16 

32 
29 
27 
8 
4 
22 
27 
35 
16 

219 
50 
50 

26 
30 
33 
9 
2 
100 
0 
0 
0 

274 
46 
54 
18 
24 
22 
19 
18 

30 
32 
25 
9 
4 
0 
100 
0 
0 

350 
49 
51 
19 
22 
22 
23 
14 

40 
24 
22 
7 
7 
0 
0 
100 
0 

159 
50 
50 
14 
21 
26 
18 
19 

27 
34 
31 
4 

4 
0 
0 
0 
100 

491 
100 
0 
18 
25 
22 
19 
15 

31 
28 
27 
9 
4 

23 
26 
35 
16 

511 
0 

100 
16 
20 
23 
23 
17 

33 
30 
26 
6 
4 
21 
29 
35 
15 

170 
51 
49 
100 
0 
0 
0 
0 

31 
30 
22 
9 
8 
19 
28 
39 
13 

230 
54 

46 
0 

100 
0 
0 
0 

25 
31 
29 
11 
3 

23 
29 
34 
15 

230 
48 
52 
0 
0 
100 
0 
0 

33 
24 
34 
5 
4 
23 
26 
33 
18 

210 
45 
55 
0 
0 
0 
100 
0 

41 
23 
28 
5 
2 

24 
24 
38 
14 

160 
46 
54 
0 
0 
0 
0 
100 

29 
42 

16 
8 
5 

20 
30 
31 
19 

320 

100 
0 
0 
0 
0 
18 
26 
43 
13 

293 
47 
53 
17 
25 
19 
17 
23 

0 
100 
0 
0 
0 
23 
30 
29 
18 

269 
50 
50 
14 
25 

3MI 

29 

so-64: „..._ 

tSgp                                            



22 
9 

Do  m  onaler  yoraH: 

A  Democrat _ 

0 

99^tirx\                                                                                . ,             , 

0 

lOO 

Otiier _.... _ 

Don't  know _ 

0 
0 
27 

26 

Sirik. - 

MM 

29 
19 

Total 

Action  loi 

Congress 

Interested  m 
billboards 

Billboards 

Billboards  a  serious  issue 

Environmentalists 

Continue 
law 

Freeze        1 

3an 

Pro 

Anti 

Very 

Some 
what 

Not          Solid 

Some 

Yes 

No 

Not 

una. 

Ml 

1,003 
49 
51 
17 
23 
23 
21 
16 

32 
29 
27 
i 
4 
22 
27 
35 
16 

416 
45 
55 
18 
28 
22 
19 
13 

31 
27 
32 
7 
3 
21 
31 
31 
17 

301 
43 
57 
22 
22 
26 
18 
11 

33 
33 
22 
7 
4 
19 
31 
36 
14 

217 
65 
35 
10 
19 
23 
27 
19 

33 
27 
29 
7 
4 

27 
15 
41 
17 

406 
52 
48 
17 
24 
25 
21 
13 

33 
27 
29 
7 
4 
21 
27 
36 
16 

597 
47 
53 
17 
22 
22 
21 
18 

31 
31 
26 
8 
5 

22 
28 
34 
16 

577 
44 
56 
18 
26 
23 
22 
12 

34 
28 
26 
8 
4 

21 
29 
36 
14 

50 
53 
47 
15 
22 
23 
13 
27 

33 
26 
29 
6 
6 
43 
2 

34 
21 

77 
57 
43 
6 
12 
26 
22 
31 

29 
27 
27 
8 
8 
27 
13 
47 
13 

' 

244 
45 
55 
17 
22 
25 
19 
17 

35 
28 
26 
8 
4 

19 
26 
37 
18 

663 
50 
50 
18 
25 
22 
21 
13 

32 
30 
28 
7 
4 

22 
30 
33 
15 

277 
50 
50 
16 
24 
27 
20 
12 

32 
25 
32 
8 
4 

26 
24 
34 
15 

65 
42 
58 
26 
25 
29 
6 
12 

27 
28 
33 
5 
6 
27 
31 
35 
7 

661 
49 

51 

u.«. ^ 

16 
22 

3M) .-. 

20 

^ -: - 

65  up 

Do  ycu  consider  yowseN: 

»  Democrat           ...;  

23 
18 

33 

RmUcan __ 

31 

24 

Ottier .._ 

8 

Don't  knw                                   .   _  

4 

19 

MffHt 

?« 

C||^ 

35 

HM 

17 

UMI 
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wonmefitalsts 


Some- 
what 


Not 


54  58 

44  38 

2  4 


Party  ID 


GOP 


Ind 


0 

293 

269 

3 

30 

41 

8 

58 

51 

9 

12 

8 

7 

23 

33 

5 

1 

6 
0 

7 
I 

7 

70 

59 

woometitalists 


Some 


Not 


661 


100 

0 

0 

85 

0 

15 

0 

0 

93     ■ 

0 

7 

0 

0 

100 

Party  ID 


GOP       wd 


0 

293 

269 

7 

47 

SO 

3 

53 

50 

6 

17 

14 

8 

25 

25 

4 

19 

29 
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SUMMARY 


TABLE  1. 


-MOST/LEAST  ANNOYING  FACTORS  IN  HIGHWAY 
TRAVEL 

[In  percent] 


TABLE  5.-AniTUDES  TOWARD  BILLBOARD  LEGISIATION- 
Cofltinued 

[In  percent] 


Total 


Environmen- 
lalists 


Most  annwing 

Careless  drivers 

Poor  maintenaiKe.. 

Construction 

Truclis 

Speed  limits 

Utter 

lolls 

Billboards 

least  annoying; 

Billboanb 

Tolls 

Speed  limits 

Construction ~ 


Trucks.. 
Utter 


37 
29 
12 
7 
5 
5 
1 
1 

37 
13 
U 
10 
10 


40 
25 
9 
6 
5 
7 
2 
3 

37 
16 
15 

7 
12 

5 


Poor  manitenance. 

3                 2 

Careless  drivers   . 

2                2 

TABLE  2.- 

-AHITUDES  TOWARD  BILLBOARDS 

(In  Percent] 

j„,„      Emnronmen- 

Billlnards  are  useful  to  dmers: 

JF« 

Disagree 

Billboard  ads  are  often 

Agree 

Disagree 

Most  billboards  are  annoying: 

Agree 

Disagree 


Haven't  ttwuglit  much  about  bilhoards: 

Agree 

Disagree 


91 
8 

69 
30 

25 
72 

57 
41 


53 
45 


TABLE  3.-ENVIR0NMENTAL  CONCERNS 

[Total  sample  and  in  percent] 


Very 
serious 


Somewliat 
serious 


Not  very 
serious 


Toxic  waste 

Water  pollution 

Industrial  air  pollutm... 

Oil  spills 


Endangered  speaes... 

Utter  

Auto  emssiORS. 

Junk  yards 

Billboards 


83 
80 
69 
63 
S3 
39 
34 
23 


9 
11 
18 
21 
26 
40 
40 
34 
24 


6 
7 
U 
13 
17 
21 
22 
40 
66 


TABLE  4.— ENVIRONMENTAL  CONCERNS 

[Environmentalists  and  in  percent] 


Toxic  waste 

Water  pollution 

Industrial  air  pollution... 

Oil  spills _. 

Endangered  species 

Auto  emissions 

Utter       

Junk  yards 

Billboards 


TABLE  5.-AniTUDES  TOWARD  BILLBOARD  LEGISLATION 

(In  percent] 


Very 

Somewhat 

Not  very 

serious 

serious 

serious 

3 

3 

7 

7 

9 

15 

16 

23 

36 

10 

57 

Status 
quo 

Freeze 

Ban 

Total                      

42 

30 

2? 

Area: 

40 

26 
34 
31 
26 

26 

Miilwest 

..„•. 47 

12 

South            _. 

...          36 

25 

West.. 

_ 45 

23 

is  a  very  important  piece  of  leg:lslation. 
We  are  now  ready  to  proceed,  I  would 
say  to  the  manager  of  the  bill. 


Status 


freea 


Ban 


Age 


18  to  25 . . 
25  to  34.. 
35  to  49.. 
50  to  64.. 
65  plus 


Sex 

Men 

Women 

Party  Identification; 

Oemoaats 

RepublKans 

Independents 

Stront  environmentalist 

Not  strong  environmentalist... 
Non-environmentalist , 


43 

50 
41 
38 
34 

38 

45 

40 
39 
49 
40 
52 
41 


39 
29 

35 
25 
22 

26 
33 

31 
34 
25 
31 
28 
30 


BUDGET  ACT  WAIVER 

Mr.  DOLE.  Mr.  President.  I  ask 
unanimous  consent  that  the  Senate 
turn  to  the  consideration  of  Calendar 
No.  870,  Senate  Resolution  459,  waiv- 
ing section  303(a)  of  the  Congressional 
Budget  Act  with  respect  to  S.  2405. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered.  The  clerk  will  report. 

The  legislative  clerk  read  as  follows: 

A  resolution  (S.  Res.  459)  waiving  section 
303(a)  of  the  Congressional  Budget  Act  of 
1974,  for  the  consideration  of  S.  2405. 

The  Senate  proceeded  to  consider 
the  resolution. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  resolu- 
tion. 

The  resolution  (S.  Res.  459)  was 
agreed  to. 

Mr.  DOLE.  I  move  to  reconsider  the 
vote  by  which  the  resolution  was 
agreed  to. 

Mr.  BYRD.  Mr.  President,  I  move  to 
lay  the  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

The  resolution  (S.  Res.  459)  is  as  fol- 
lows: 

S.  Res.  459 

Resolved,  That  section  303(a)  of  the  Con- 
gressional Budget  Act  of  1974  is  hereby 
waived  with  respect  to  the  consideration  of 
S.  2405,  the  Federal-Aid  Highway  Act  of 
1986. 

Sec.  2.  This  waiver  is  necessary  so  that 
multiyear  highway  legislation  may  be  con- 
sidered by  the  Senate.  Highway  authoriza- 
tions are  contract  authority  which  when  en- 
acted create  new  spending  authority.  To 
consider  this  multiyear  highway  bill  such  a 
waiver  is  required  by  section  303(a). 

Mr.  DOLE.  Mr.  President,  let  me 
thank  the  distinguished  Senator  from 
Kentucky  [Mr.  Ford]  for  his  willing- 
ness to  let  us  proceed.  I  certainly 
share  his  views  expressed  about  those 
who  may  be  adversely  impacted,  and  I 
appreciate  his  permitting  us  to  move 
ahead.  I  also  want  to  thank  the  distin- 
guished minority  leader  and  others 
who  have  cleared  this  bill  for  action. 
There  has  been  a  lot  of  negotiation 
since  last  Thursday  on  each  side.  This 


FEDERAL  AID  HIGHWAY  ACT  OF 
1986 

The  PRESIDING  OFFICER.  The 
clerk  will  report  the  bill. 
The  legislative  clerk  read  as  follows: 
A  bill  (S.  2405)  to  authorize  appropria- 
tions for  certain  highways  in  accordance 
with  title  23,  United  States  Code,  and  for 
other  purposes. 

The  Senate  proceeded  to  consider 
the  bill  which  had  been  reported  from 
the  Committee  on  Environment  and 
Public  Works,  with  amendments,  as 
follows: 

(The  parts  of  the  bill  intended  to  be 
stricken  are  shown  in  boldface  brack- 
ets, and  the  parts  of  the  bill  intended 
to  be  inserted  are  shown  in  italic.) 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  this 
Act  may  be  cited  as  the  "Federal-Aid  High- 
way Act  of  1986". 

AUTHORIZATIONS 

Sec.  102.  The  following  sums  are  hereby 
authorized  to  be  appropriated  out  of  the 
Highway  Trust  Fund  other  than  the  Mass 
Transit  Account— 

(1)  For  the  Federal-aid  Interstate-Primary 
Program  $8,150,000,000  per  fiscal  year  for 
each  of  the  fiscal  years  ending  September 
30,  1987,  September  30.  1988,  September  30. 
1989,  and  September  30.  1990; 

(2)  For  the  Federal-aid  urban  system 
$750,000,000  per  fiscal  year  for  each  of  the 
fiscal  years  ending  September  30,  1987.  Sep- 
tember 30,  1988,  September  30,  1989,  and 
September  30,  1990; 

(3)  For  the  Federal-aid  secondary  system 
in  rural  areas  $600,000,000  per  fiscal  year 
for  each  of  the  fiscal  years  ending  Septem- 
ber 30,  1987,  September  30,  1988,  September 
30,  1989,  and  September  30,  1990; 

(4)  For  bridge  replacement  and  rehabilita- 
tion under  section  144  of  title  23,  United 
States  Code,  $1,500,000,000  per  fiscal  year 
for  each  of  the  fiscal  years  ending  Septem- 
ber 30,  1987,  September  30,  1988,  September 
30,  1989,  and  September  30.  1990.  All  but 
$200,000,000  per  fiscal  year  of  each  such  .au- 
thorization shall  be  apportioned  as  provided 
in  23  U.S.C.  144(e).  Such  $200,000,000  shall 
be  obligated  as  provided  in  23  U.S.C- 
144(g)(2).  The  minimum  percentage  off- 
system  bridge  provisions  of  23  U.S.C. 
144(g)(2)  shall  continue  effective  in  fiscal 
years  1987,  1988,  1989,  and  1990; 

(5)  For  carrying  out  the  Federal  lands 
highway  program  under  section  204  of  title 
23,  United  States  Code— 

(A)  For  forest  highways,  $50,000,000  per 
fiscal  year  for  each  of  the  fiscal  years 
ending  September  30,  1987,  September  30, 
1988,  September  30,  1989,  and  September  30, 
1990; 

(B)  For  public  lands  highways,  $50,000,000 
per  fiscal  year  for  each  of  the  fiscal  years 
ending  September  30,  1987,  September  30, 
1988,  September  30,  1989,  and  September  30, 
1990: 

(C)  For  Indian  reservation  roads, 
$75,000,000  per  fiscal  year  for  each  of  the 
fiscal  years  ending  September  30,  1987,  Sep- 
tember 30,  1988,  September  30,  1989,  and 
September  30, 1990;  and 
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(D)  For  park  roads  and  parkways 
(75.000.000  per  fiscal  year  for  each  of  the 
fiscal  years  ending  September  30,  1987,  Sep- 
tember 30.  1988,  September  30.  1989.  and 
September  30.  1990; 

(6)  For  carrying  out  the  territorial  high- 
way program  under  section  215(a)  of  title 
23.  United  States  Code— 

(A)  For  the  Virgin  Islands.  $5,000,000  per 
fiscal  year  for  each  of  the  fiscal  years 
ending  September  30.  1987.  September  30. 
1988.  September  30,  1989.  and  September  30. 
1990: 

(B)  For  Guam,  $5,000,000  per  fiscal  year 
for  each  of  the  fiscal  years  ending  Septem- 
ber 30.  1987.  September  30.  1988.  September 
30. 1989.  and  September  30.  1990; 

(C)  For  American  Samoa,  $1,000,000  per 
fiscal  year  for  each  of  the  fiscal  years 
ending  September  30.  1987,  September  30, 
1988,  September  30,  1989,  and  September  30, 
1990:  and 

(D)  For  the  Commonwealth  of  the  North- 
em  Mariana  Islands,  $1,000,000  per  fiscal 
year  for  each  of  the  fiscal  years  ending  Sep- 
tember 30,  1987,  September  30,  1988,  Sep- 
tember 30,  1989.  and  September  30.  1990: 

(7)  For  carrying  out  section  402  of  title  23, 
United  States  Code  (relating  to  highway 
safety  construction  programs),  by  the  Fed- 
eral Highway  Administration,  $10,000,000 
per  fiscal  year  for  each  of  the  fiscal  years 
ending  September  30.  1987.  September  30. 

1988.  September  30.  1989.  and  September  30. 
1990: 

(8)  For  carrying  out  sections  307(a)  and 
403  of  title  23.  United  States  Code  (relating 
to  highway  construction  safety  research  and 
development),  by  the  Federal  Highway  Ad- 
ministration. $10,000,000  per  fiscal  year  for 
each  of  the  fiscal  years  ending  September 
30.  1987.  September  30.  1988.  September  30. 

1989.  and  September  30.  1990; 

(9)  For  projects  for  the  elimination  of  haz- 
ards under  section  152  of  title  23.  United 
States  Code.  $175,000,000  per  fiscal  year  for 
each  of  the  fiscal  years  ending  September 
30.  1987.  September  30.  1988.  September  30. 
1989.  and  September  30.  1990;  and 

(10)  For  projects  for  the  elimination  of 
hazards  of  railway-highway  crossings  on 
any  public  road  under  section  130  of  title  23. 
United  States  Code,  $175,000,000  per  fiscal 
year  for  each  of  the  fiscal  years  ending  Sep- 
tember 30.  1987,  September  30,  1988,  Sep- 
tember 30,  1989.  and  September  30,  1990. 

INTERSTATE  SUBSTITUTE  PROGRAM 

Sec.  103.  (a)  Section  103(e)(4)  of  title  23, 
United  States  Code,  is  amended  to  read  as 
follows: 

"(4)  Interstate  SuBSTiTtrrE  Program.— 

"(A)  Withdrawal  of  Approval.— Upon  the 
joint  request  of  a  State  Governor  and  the 
local  govenunents  concerned,  the  Secretary 
may  withdraw  approval  of  any  route  or  por- 
tion thereof  on  the  Interstate  System  which 
was  selected  and  approved  in  accordance 
with  this  title,  if  the  Secretary  determines 
that  such  route  or  portion  thereof  is  not  es- 
sential to  completion  of  a  unified  and  con- 
nected Interstate  System  and  if  the  Secre- 
tary receives  assurances  that  the  State  does 
not  intend  to  construct  a  toll  road  in  the 
traffic  corridor  which  would  be  served  by 
the  route  or  portion  thereof. 

"(B)  Substitute  projects.— When  the  Sec- 
retary withdraws  approval  under  this  para- 
graph, a  sum  equal  to  the  Federal  share  of 
the  cost  to  complete  the  withdrawn  route  or 
portion  thereof,  as  that  cost  is  included  in 
the  latest  Interstate  System  cost  estimate 
approved  by  Congress,  or  up  to  and  includ- 
ing the  1983  interstate  cost  estimate,  which- 
ever is  earlier,  subject  to  increase  or  de- 


crease, as  determined  by  the  Secretary 
based  on  changes  in  construction  costs  of 
the  withdrawn  route  or  portion  thereof  as 
of  the  date  of  approval  of  each  substitute 
project  under  this  paragraph,  or  the  date  of 
approval  of  the  1983  interstate  cost  esti- 
mate, whichever  is  earlier,  shall  be  available 
to  the  Secretary  to  incur  obligations  for  the 
Federal  share  of  either  public  mass  transit 
projects  involving  the  construction  of  fixed 
rail  facilities  or  the  purchase  of  passenger 
equipment  including  rolling  stock,  for  any 
mode  of  mass  transit,  or  both,  or  highway 
construction  projects  on  any  public  road  or 
both,  which  will  serve  the  area  or  areas 
from  which  the  Interstate  route  or  portion 
thereof  was  withdrawn,  which  are  selected 
by  the  responsible  local  officials  of  the  area 
or  areas  to  be  served,  and  which  are  selected 
by  the  Governor  or  the  Governors  of  the 
State  or  States  in  which  the  withdrawn 
route  was  located  if  the  withdrawn  route 
was  not  within  an  urbanized  area  or  did  not 
pass  through  and  connect  urbanized  areas, 
and  which  are  submitted  by  the  Governors 
of  the  States  in  which  the  withdrawn  route 
was  located.  Federal-aid  highway  projects 
constructed  under  this  paragraph  shall  be 
subject  to  provisions  of  this  title  applicable 
to  the  appropriate  Federal-aid  system.  Off 
system  highway  projects  constructed  under 
this  paragraph  shall  be  subject  to  the  provi- 
sions of  this  title  applicable  to  Federal-aid 
secondary  system  projects. 

■•(C)  Deadline  for  Withdrawal.— The 
Secretary  shall  not  approve  any  withdrawal 
of  a  route  under  this  paragraph  after  Sep- 
tember 30,  1983.  except  that  with  respect  to 
any  route  which  on  November  6.  1978.  is 
under  judicial  injunction  prohibiting  its 
construction  the  Secretary  may  approve 
withdrawals  until  September  30,  1986,  and 
except  that  with  respect  to  any  route  which 
on  May  12,  1982.  is  under  judicial  injunction 
prohibiting  its  construction,  the  Secretary 
may  approve  withdrawals  on  such  route 
until  September  30.  1985. 

■•(D)  Project  approval:  federal  share.— 
Approval  by  the  Secretary  of  the  plans, 
specifications,  and  estimates  for  a  substitute 
project  shall  be  deemed  to  be  a  contractual 
obligation  of  the  Federal  Government.  The 
Federal  share  of  each  substitute  project 
shall  not  exceed  85  per  centum  of  the  cost 
thereof. 

••(E)  Availability  of  funds  for  substi- 

TtTTE  projects.— 

••(i)  Time  period.— The  sums  apportioned 
and  the  sums  allocated  under  this  para- 
graph for  public  mass  transit  projects  or  for 
projects  under  any  highway  assistance  pro- 
gram shall  remain  available  in  the  State  of 
apportionment  or  allocation  for  the  fiscal 
year  for  which  apportioned  or  allocated,  as 
the  case  may  be,  and  for  the  succeeding 
fiscal  year. 

•■(ii)  Reapportionment  or  reallocation.— 
Any  sums  which  are  apportioned  or  allocat- 
ed to  a  State  and  are  unobligated  (other 
than  an  amount  which,  by  itself,  is  insuffi- 
cient to  pay  the  Federal  share  of  the  cost  of 
a  substitute  project  which  has  been  submit- 
ted by  the  State  to  the  Secretary  for  ap- 
proval) at  the  end  of  the  period  of  availabil- 
ity shall  be  apportioned  or  allocated,  as  the 
case  may  be.  among  those  States  which 
have  obligated  all  sums  (other  than  such  an 
amount)  apportioned  or  allocated,  as  the 
case  may  be,  to  them.  Such  reapportion- 
ments shall  be  in  accordance  with  the  latest 
adjusted  estimate  of  the  cost  of  completing 
substitute  projects,  and  such  reallocations 
shall  be  at  the  discretion  of  the  Secretary. 

■'(F)  Administration  of  ■transit  funds.— 
The  sums  obligated  for  mass  transit  projects 


under  this  paragraph  shall  become  part  of. 
and  be  administered  through,  the  Urban 
Mass  Transportation  F^ind. 

•(G)  Authorization  of  appropriations 
FOR  highway  projects.— For  the  fiscal  year 
ending  September  30.  [1982,]  J983, 
$257,000,000  shall  be  available  out  of  the 
Highway  Trust  Fund  for  expenditure  at  the 
discretion  of  the  Secretary  for  projects 
under  highway  assistance  programs.  There 
shall  be  available,  out  of  the  Highway  Trust 
Fund  (other  than  the  Mass  Transit  Ac- 
count), to  the  Secretary  for  expenditure 
under  this  paragraph  for  projects  under 
highway  assistance  programs  $700,000,000 
per  fiscal  year  for  each  of  the  fiscal  years 
ending  September  30.  1984.  and  September 
30.  1985.  and  $725,000,000  for  the  fiscal  year 
ending  September  30.  1986.  and  $650,000,000 
per  fiscal  year  for  each  of  the  fiscal  years 
ending  September  30.  1987.  September  30, 

1988,  September  30,  1989,  and  September  30, 
1990. 

'•(H)  Distribution  of  substitute  high- 
way  FUNDS.— 

"(i)  Between  discretionary  and  appor- 
tioned PROGRAMS.— Twenty-five  per  centum 
of  the  funds  made  available  by  subpara- 
graph (G)  for  each  of  the  fiscal  years 
ending  September  30,  1984,  September  30. 
1985.  September  30.  1986.  September  30. 
1987.   September   30.    1988,   September   30, 

1989,  and  September  30.  1990.  for  substitute 
highway  projects  under  this  paragraph 
shall  be  distributed  at  the  discretion  of  the 
Secretary.  The  remaining  75  per  centum  of 
such  funds  shall  be  apportioned  in  accord- 
ance with  cost  estimates. 

"(ii)  1984  apportionment.— The  Secretary 
shall  make  an  estimate  of  the  cost  of  com- 
pleting substitute  highway  projects  under 
this  paragraph  and  transmit  the  same  to 
the  Senate  and  the  House  of  Representa- 
tives as  soon  as  practicable  after  the  date  of 
enactment  of  the  Highway  Improvement 
Act  of  1982.  Upon  approval  of  such  cost  esti- 
mate by  Congress,  the  Secretary  shall  use 
the  Federal  share  of  such  approved  estimate 
in  making  apportionments  for  sut>stitute 
highway  projects  for  the  fiscal  year  ending 
September  30.  1984. 

"(iii)  1985  AND  1986  APPORTIONMENTS.— The 

Secretary  shall  make  a  revised  estimate  of 
the  cost  of  completing  substitute  highway 
projects  under  this  paragraph  and  transmit 
the  same  to  the  Senate  and  the  House  of 
Representatives  within  ten  days  subsequent 
to  January  2.  1984,  and  upon  approval  by 
Congress,  the  Secretary  shall  use  the  Feder- 
al share  of  such  approved  estimate  in 
making  apportionments  for  substitute  high- 
way projects  for  the  fiscal  years  ending  Sep- 
tember 30,  1985  and  September  30,  1986. 

"(iv)  Subsequent  apportionments.— In 
September  of  1986  and  every  September 
thereafter,  the  Secretary  shall  adjust  the 
Interstate  substitute  cost  estimate  estab- 
lished in  revised  [Tables]  Table  3.  [and  4.] 
Committee  Print  [99-69]  99-171  of  the 
Senate  Committees  on  Environment  and 
Public  Works  and  on  Banking.  Housing,  and 
Urban  Affairs  to  reflect  (1)  changes  in  the 
amounts  available  to  the  Secretary.  (2) 
changes  in  the  State  estimates  in  the  divi- 
sion of  funds  between  substitute  highway 
and  transit  projects.  (3)  approval  of  substi- 
tute projects,  and  (4)  the  allocation  and  ap- 
portionment of  substitute  highway  funds  in 
prior  fiscal  years  and  shall  use  the  Federal 
share  of  such  adjusted  estimates  in  making 
apportionments  for  substitute  highway 
projects  on  October  1  or  as  soon  as  practica- 
ble thereafter  for  fiscal  years  subsequent  to 
the  fiscal  year  ending  September  30. 1986. 
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"(I)  Authorization  of  appropriations  for 
TRANSIT  projects.— There  are  authorized  to 
be  appropriated  for  liquidation  of  obliga- 
tions incurred  for  substitute  transit  projects 
under  this  paragraph  the  sums  provided  in 
section  4(g)  of  the  Urban  Mass  Transporta- 
tion Act  of  1964. 

"(J)  Distribution  of  substitxtte  transit 

FUNDS.— 

"(i)  Between  discretionary  and  appor- 
tioned PROGRAMS.— Fifty  per  centum  of  the 
funds  appropriated  for  each  fiscal  year  be- 
ginning after  September  30,  1983,  for  carry- 
ing out  substitute  transit  projects  under  this 
paragraph  shall  be  distributed  at  the  discre- 
tion of  the  Secretary.  The  remaining  50  per 
centum  of  such  funds  shall  be  apportioned 
in  accordance  with  cost  estimates  approved 
by  Congress. 

"(ii)  1984  apportionment.— The  Secretary 
shall  make  an  estimate  of  the  cost  of  com- 
pleting substitute  transit  projects  under  this 
paragraph  and  transmit  the  same  to  the 
Senate  and  the  House  of  Representatives  as 
soon  as  practicable  after  the  date  of  the  en- 
actment of  the  Highway  Improvement  Act 
of  1982.  Upon  approval  of  such  cost  esti- 
mate by  Congress,  the  Secretary  shall  use 
the  Federal  share  of  such  approved  estimate 
in  making  apportionments  for  substitute 
transit  projects  for  the  fiscal  year  ending 
September  30,  1984. 

"(iii)  1985  and  i986  apportionments.— The 
Secretary  shall  make  a  revised  estimate  of 
the  cost  of  completing  substitute  transit 
projects  under  this  paragraph  and  transmit 
the  same  to  the  Senate  and  the  House  of 
Representatives  within  ten  days  subsequent 
to  January  2.  1984,  and  upon  approval  by 
Congress,  the  Secretary  shall  use  the  Feder- 
al share  of  such  approved  estimate  in 
making  apportionments  for  substitute  tran- 
sit projects  for  the  fiscal  years  ending  Sep- 
tember 30,  1985  and  September  30,  1986. 

"(iv)  Subsequent  apportionments.— In 
September  1986  and  every  September  there- 
after, the  Secretary  shall  adjust  the  Inter- 
state substitute  cost  estimate  established  in 
revised  [tables  3  and]  Table  4,  Committee 
Print  [99-69]  99-1 71  of  the  Senate  Commit- 
tees on  Environment  and  Public  Works  and 
on  Banking,  Housing,  and  Urban  Affairs  to 
reflect  (1)  changes  in  the  amounts  available 
to  the  Secretary  under  this  paragraph.  (2) 
changes  in  State  estimates  of  the  division  of 
funds  between  substitute  highway  and  tran- 
sit projects,  (3)  approvals  of  substitute 
projects,  and  (4)  the  allocation  and  appor- 
tionment of  substitute  transit  funds  in  prior 
fiscal  years  and  shall  use  the  Federal  share 
of  such  adjusted  estimate  in  making  appor- 
tionments for  substitute  transit  projects  on 
October  1  or  as  soon  as  practicable  thereaf- 
ter for  fiscal  years  subsequent  to  the  fiscal 
year  ending  September  30, 1986. 

"(K)  Reduction  of  interstate  apportion- 
ment.— 

"(i)  In  general.— Unobligated  apportion- 
ments for  the  Interstate  System  in  any 
State  where  a  withdrawal  is  approved  under 
this  paragraph  shall,  on  the  date  of  such  ap- 
proval, be  reduced  in  the  proportion  that 
the  Federal  share  of  the  cost  of  the  with- 
drawn route  or  portion  thereof  bears  to  the 
Federal  share  of  the  total  cost  of  all  Inter- 
state routes  in  that  State  as  reflected  in  the 
latest  cost  estimate  approved  by  the  Con- 
gress. 

"(ii)  Exception.— In  any  State  where  the 
withdrawal  of  an  Interstate  route  or  portion 
thereof  has  been  approved  under  this  para- 
graph prior  to  the  date  of  the  enactment  of 
the  Federal-Aid  Highway  Act  of  1976,  the 
unobligated  apportionments  for  the  Inter- 


state System  in  that  State  on  such  date  of 
enactment  shall  be  reduced  in  the  propor- 
tion that  the  Federal  share  of  the  cost  to 
complete  such  route  or  portion  thereof,  as 
shown  on  the  latest  cost  estimate  approved 
by  Congress  prior  to  such  approval  of  with- 
drawal, bears  to  the  Federal  share  of  the 
cost  of  all  Interstate  routes  in  the  State,  as 
shown  on  such  cost  estimate:  except  that 
the  amount  of  such  proportional  reduction 
shall  be  credited  with  the  amount  of  any  re- 
duction in  such  State's  Interstate  apportion- 
ment which  was  attributable  to  the  Federal 
share  of  any  substitute  project  approved 
under  this  paragraph  prior  to  enactme.nt  of 
such  Federal-Aid  Highway  Act. 

'•(L)  Applicability  of  urban  mass  trans- 
portation act.— 

"(1)  SUPPLEBJENTARY  FUNDS.— Punds  avail- 
able for  expenditure  to  carry  out  the  pur- 
poses of  this  paragraph  shall  be  supplemen- 
tary to  and  not  in  substitution  for  funds  au- 
thorized and  available  for  obligation  pursu- 
ant to  the  Urban  Mass  Transportation  Act 
of  1964.  as  amended. 

"(ii)  Labor  protection.— The  provisions  of 
section  3(e)(4)  of  the  Urban  Mass  Transpor- 
tation Act  of  1964,  as  amended,  shall  apply 
in  carrying  out  this  paragraph. 

"(M)  Limitation  on  interstate  designa- 
tions.—After  the  date  of  enactment  of  the 
Federal- Aid  Highway  Act  of  1978,  the  Secre- 
tary may  not  designate  any  mileage  as  part 
of  the  Interstate  System  pursuant  to  this 
paragraph  or  under  any  other  provisions  of 
law.  The  preceding  sentence  shall  not  apply 
to  a  designation  made  under  section  139  of 
this  title. 

"(N)  Open  to  traffic  requirement.- After 
September  30,  1979,  the  Secretary  shall  not 
withdraw  approval  under  this  paragraph  of 
any  route  or  portion  thereof  on  the  Inter- 
state System  open  to  traffic  before  the  date 
of  the  proposed  withdrawal.  Any  withdraw- 
al of  approval  of  any  such  route  or  portion 
thereof  before  September  30,  1979,  is  hereby 
determined  to  be  authorized  by  this  para- 
graph. 

"(O)  Limitation  of  substitution  for 
statutorily  designated  routes.— Any  route 
or  segment  which  was  statutorily  designated 
after  March  7.  1978,  to  be  on  the  Interstate 
System  shall  not  be  eligible  for  withdrawal 
or  substitution  under  this  subsection. 

"(P)  Right-of-way  payback.— Of  sums 
made  available  to  the  Secretary  under  this 
paragraph  for  a  State,  an  amount  equal  to 
the  amount  expended  in  Federal  funds  to 
purchase  right-of-way  for  the  withdrawn 
route  or  portion  thereof  in  every  case  where 
right-of-way  has  not  been  disposed  of  by  the 
State  as  of  the  date  of  enactment  of  this 
sentence  shall  not  be  available  for  release 
by  the  Secretary  until  the  right-of-way  dis- 
position decision  has  been  made  in  accord- 
ance with  103(e)(5)(B),  (6)(B),  or  (e)(7)  of 
this  title.  The  amount  apportioned  to  each 
eligible  State  pursuant  to  this  paragraph 
shall  be  based  on  the  full  remaining  value  of 
the  sums  made  available  under  this  para- 
graph as  determined  by  the  Secretary  but 
the  total  of  such  apportionments  shall  not 
exceed  the  remaining  value  of  such  sums 
less  the  amount  unavailable  for  release  by 
the  Secretary.  Sums  retained  by  the  Secre- 
tary shall  be  made  available  for  apportion- 
ment upon  partial  or  full  repayment  of 
funds  in  accordance  with  section  103(e)(7) 
of  this  title  or  upon  determination  by  the 
Secretary  that,  under  section  103(e)(5)(B)  or 
(6)(B),  repayment  is  not  required.". 


RIOHT-OF-  WA  Y  PA  YBACK 

(b)  Subsection  103(e)  of  title  23.  UniUd 
States  Code,  is  amended  by  adding  para- 
graph (101  as  follows: 

"(lOXA)  Upon  repayment  by  a  State  to  the 
Treasurer  of  the  United  States  of  an  amount 
as  determined  by  the  Secretary  to  be  equal  to 
the  amount  of  Federal  funds  expended  to  ac- 
quire property  for  the  Interstate  System 
which  was  xcithdrawn  from  the  Interstate 
System  on  or  after  September  1,  1985,  in  ac- 
cordance with  paragraph  (4),  such  State 
shall  be  absolved  of  any  further  responsibil- 
ity for  repayment  and  will  be  deemed  to 
have  fully  met  all  of  the  repayment  require- 
ments of  paragraph  (71  of  this  section. 

"(B)  The  amount  repaid  to  the  United 
States  under  this  paragraph  shall  be  deposit- 
ed to  the  credit  of  the  appropriation  for  the 
Highway  Trust  Fund.  Such  repayment  shall 
be  credited  to  the  unprogrammed  balance  of 
funds  apportioned  to  such  State  in  accord- 
ance with  section  104(d)(1)(C)  of  this  title. 
The  amount  so  credited  shall  be  in  addition 
to  all  other  funds  then  apportioned  to  the 
State  and  shall  be  available  for  expenditure 
in  accordance  with  the  provisions  of  this 
title.  •' 

APPORTIONMENT 

Sec  104.  Section  104  of  title  23.  United 
States  Code,  is  amended  by  (a)  Striking  in 
paragraph  (f)(1)  ",  except  that  in  the  case 
of  funds  authorized  for  apportionment  on 
the  Interstate  System,  the  Secretary  shall 
set  aside  that  portion  of  such  funds  (subject 
to  the  overall  limitation  of  one-half  of  1  per 
centum)  on  October  1  of  the  year  next  pre- 
ceding the  fiscal  year  for  which  such  funds 
are  authorized  for  such  System."  and  insert- 
ing in  lieu  thereof  a  period  and  by  reletter- 
ing  subsection  (f )  as  subsection  (b). 

(b)  Adding  a  new  subsection  (c)  as  follows; 
"(c)  On  October  1  of  each  of  the  fiscal 

years,  ending  September  30.  1987.  Septem- 
ber 30.  1988,  September  30,  1989.  and  Sep- 
tember 30.  1990.  the  Secretary,  after  making 
deductions  authorized  by  subsections  (a) 
and  (b)  of  this  section,  shall  deduct  one- 
quarter  per  centum  of  the  remaining  funds 
authorized  to  be  appropriated  for  that  fiscal 
year  for  the  Federal-aid  Interstate-Primary 
Program,  the  urban  system,  the  secondary 
system,  bridge  replacement  and  rehabilita- 
tion. Interstate  substitution  highway 
projects,  projects  for  the  elimination  of  haz- 
ards of  railway-highway  crossings,  and  for 
projects  for  the  elimination  of  hazards 
under  section  152  of  this  title  for  the  pur- 
pose of  carrying  out  the  objectives  of  the 
Strategic  Highway  Research  Project  under 
section  133  of  this  title." 

(c)  Repealing  existing  subsections  (c)  and 
(d). 

(d)  Existing  subsection  (b)  is  amended  te 
read  as  follows: 

"(d)  On  October  1  of  each  fiscal  year  the 
Secretary,  after  making  the  deductions  au- 
thorized by  subsections  (a),  (b),  and  (c)  of 
this  section,  shall  apportion  the  remainder 
of  the  sums  authorized  to  be  appropriated 
for  expenditure  upon  the  Federal-aid  sys- 
tems for  the  fiscal  year,  among  the  several 
States  in  the  following  manner: 

"(1)  For  THE  FEDERAL- AID  INTERSTATE-PRI- 
BIARY  PROGRAM.— 

"(A)  For  each  of  the  fiscal  years  1987, 
1988,  1989.  and  1990  that  portion  of 
$3,000,000,000  remaining  after  making  the 
deductions  authorized  by  subsections  (a), 
(b),  and  (c)  of  this  section  shall  be  appor- 
tioned in  the  ratio  which  the  estimated  cost 
of  completing  the  Interstate  System  in  each 
State  bears  to  the  sum  of  the  estimated  cost 
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of  completing  the  Interstate  System  in  all 
of  the  States  as  established  in  revised  table 
5,  Committee  Print  [99-68]  99-170  of  the 
Senate  Committee  on  Envirormient  and 
Public  Works:  Provided,  That  the  Secretary 
shall  on  October  1.  1986.  before  malcing  the 
apportionment  required  by  this  paragraph, 
adjust  such  Interstate  Cost  Estimate  to  re- 
flect (i)  all  previous  credits,  apportionments 
of  Interstate  construction  funds  and  lapses 
of  previous  apportionments  of  Interstate 
construction  funds,  (ii)  previous  withdraw- 
als of  Interstate  segments,  (iii)  previous  al- 
locations of  Interstate  discretionary  funds, 
and  (iv)  transfers  of  Interstate  construction 
funds  and:  Provided,  That  for  each  of  the 
fiscal  years  1987,  1988.  1989.  and  1990,  no 
State,  including  the  State  of  Alaska,  shall 
receive  less  than  one-half  per  centum  of  the 
total  apportionment  under  this  paragraph 
(A).  [Whenever  amounts  made  available 
under  this  proviso  in  any  State  exceed  the 
estimated  cost  of  completing  that  State's 
portion  of  the  Interstate  System,  and 
exceed  the  estimated  cost  of  necessary  re- 
surfacing, restoration,  rehabilitation,  and 
reconstruction  of  the  Interstate  System 
within  such  State,  the  excess  amount  shall 
be  eligible  for  ex(>enditure  on  the  primary 
system  (other  than  the  Interstate  System). 
urban  and  secondary  systems  and  for 
projects  for  the  elimination  of  hazards 
under  section  152  of  this  title.] 
i4 mount!  made  available  under  this  proviso 
shall  be  elisnble  for  expenditure  in  the  saine 
manner  as  other  Interstate-primary  funds, 
for  projects  on  the  urban  and  secondary 
system,  and  for  projects  for  the  elimination 
of  hazards  under  section  152  of  this  title. 

"(B)  For  each  of  the  fiscal  years  1987. 
1988.  1989.  and  1990  that  portion  of 
$2,800,000,000  remaining  after  making  the 
deduction  authorized  by  subsections  (a),  (b). 
and  (c)  of  this  section  shall  be  apportioned 
as  follows  55  per  centum  in  the  ratio  that 
lane  miles  on  the  Interstate  routes  designat- 
ed under  sections  103  and  139(c)  of  this  title 
(other  than  those  on  toll  roads  not  subject 
to  a  Secretarial  agreement  provided  for  in 
section  129(k)  of  this  title)  in  each  State 
bears  to  the  total  of  all  such  lane  miles  in 
all  States:  and  45  per  centum  in  the  ratio 
that  vehicle  miles  traveled  on  lanes  on  the 
Interstate  routes  designated  under  sections 
103  and  139(c)  of  this  title  (other  than  those 
on  toll  roads  not  subject  to  a  Secretarial 
agreement  provided  for  in  section  129(k)  of 
this  title)  in  each  State  bears  to  the  total  of 
all  such  vehicle  miles  in  all  States.  Notwith- 
standing the  preceding  sentence,  no  State 
excluding  any  State  that  has  no  Interstate 
lane  miles  shall  receive  less  than  one-half  of 
I  per  centum  of  the  total  apportionment 
made  by  this  subparagraph  for  any  fiscal 
year. 

"(C)  Before  making  the  apportionment 
under  this  paragraph  (C).  the  Secretary 
shall  set  aside  such  sums  as  are  necessary  to 
carry  out  the  provisions  of  subparagraph 
(CKiv).  For  each  of  the  fiscal  years  1987. 
1988.  1989.  and  1990  that  portion  of 
$2,350,000,000  remaining  after  such  set  aside 
and  after  the  deductions  authorized  by  sub- 
sections (a),  (b).  and  (c)  of  this  section  shall 
be  apportioned  as  follows: 

"(i)  The  Secretary  shall  determine  for 
each  State  the  higher  of  the  amount  which 
would  be  apportioned  to  such  State  under  a 
formula  where  (I)  two-thirds  would  be  ap- 
portioned, one-third  in  the  ratio  which  the 
area  of  each  State  bears  to  the  total  area  of 
all  the  States,  one-third  in  the  ratio  which 
the  population  of  riiral  areas  of  each  State 
bears  to  the  total  population  of  rural  areas 


of  all  the  States  as  shown  by  the  latest 
available  Federal  census,  and  one-third  in 
the  ratio  which  the  mileage  of  rural  delivery 
routes  and  intercity  mail  routes  where  serv- 
ice is  performed  by  motor  vehicles  in  each 
State  bears  to  the  total  mileage  of  rural  de- 
livery and  intercity  mail  routes  where  serv- 
ice is  performed  by  motor  vehicles,  as  shown 
by  a  certificate  of  the  Postmaster  General, 
which  he  is  directed  to  make  and  furnish 
aimually  to  the  Secretary:  and  one-third  in 
the  ratio  which  the  population  in  urban 
areas  in  each  State  bears  to  the  total  popu- 
lation in  urban  areas  in  all  the  States  as 
shown  by  the  latest  Federal  census  with  no 
State  (other  than  the  District  of  Columbia) 
to  receive  less  than  one-half  per  centum  of 
each  year's  apportionment  and  the  amount 
which  would  be  apportioned  to  such  State 
under  a  formula  where  (II)  each  State 
would  be  apportioned  one-half  in  the  ratio 
which  the  population  of  rural  areas  of  each 
State  bears  to  the  total  population  of  rural 
areas  of  all  the  States  as  shown  by  the 
latest  available  Federal  census  and  one-half 
in  the  ratio  which  the  population  in  urban 
areas  in  esu;h  State  besus  to  the  total  popu- 
lation in  urban  areas  in  all  the  States  as 
shown  by  the  latest  Federal  census. 

"(ii)  The  Secretary  shall  total  the 
amounts  determined  for  each  State  under 
paragraph  (i)  and  shall  determine  the  ratio 
which  the  amounts  apportioned  under  this 
paragraph  (C)  bears  to  such  total. 

"(iii)  The  amount  which  shall  be  appor- 
tioned to  each  State  under  this  paragraph 
(C)  shall  be  the  amount  determined  for 
such  State  under  paragraph  (i)  multiplied 
by  the  ratio  determined  under  paragraph 
(ii). 

"(iv)  No  State  shall  receive  an  apportion- 
ment under  this  paragraph  (C)  which  is  less 
than  the  lower  of  (I),  the  amount  which  the 
State  would  be  apportioned  under  the  for- 
mula in  paragraph  (i)(I).  and  (II).  the 
sunount  which  the  State  would  be  appor- 
tioned under  the  formula  in  paragraph 
(i)(II).  No  State  shall  receive  less  than  one- 
half  per  centum  of  the  total  apportionment 
under  this  paragraph  (C). 

"'(2)  For  the  Federal-aid  secondary  system 
one-third  in  the  ratio  which  the  area  of 
each  State  bears  to  the  total  area  of  all  the 
States:  one-third  in  the  ratio  which  the  pop- 
ulation of  rural  areas  of  each  State  bears  to 
the  total  population  of  rural  areas  of  all  of 
the  States  as  shown  by  the  latest  available 
Federal  census;  and  one-third  in  the  ratio 
which  the  mileage  of  rural  delivery  and 
intercity  mail  routes  where  service  is  per- 
formed by  motor  vehicles,  certified  as  above 
provided,  in  each  State  bears  to  the  total 
mileage  of  rural  delivery  and  intercity  mail 
routes  where  service  is  performed  by  motor 
vehicles  in  all  the  States.  No  State  (other 
than  the  District  of  Columbia)  shall  receive 
less  than  one-half  of  1  per  centum  of  each 
yesu-'s  apportionment. 

"(3)  For  the  Federal-aid  urban  system  in 
the  ratio  which  the  population  in  urban 
areas,  or  parts  thereof,  in  each  State  bears 
to  the  total  population  in  such  urban  areas, 
or  parts  thereof,  in  all  the  States  as  shown 
by  the  latest  available  Federal  census.  No 
State  shall  receive  less  than  one-half  of  1 
per  centimi  of  each  year's  apportionment.". 

(e)  Subsection  (e)  is  amended  to  read  as 
follows: 

"(e)  On  October  1  of  each  fiscal  year  the 
Secretary  shall  certify  to  each  of  the  State 
highway  departments  the  sums  apportioned 
hereunder  to  each  State  for  such  fiscal  year, 
and  also  the  sums  which  have  been  deduct- 
ed pursuant  to  subsections  (a),  (b),  and  (c) 


of  this  section.  To  permit  the  State  to  devel- 
op adequate  plans  for  the  utilization  of  ap- 
portioned sums,  the  Secretary  shall  advise 
each  State  of  the  amount  that  will  be  ap- 
portioned each  year  under  this  section  not 
later  than  ninety  days  before  the  begiiming 
of  the  fiscal  year  for  which  the  sums  to  be 
apportioned  are  authorized.". 

(f)  Existing  subsection  (g)  is  amended  to 
read  as  follows: 

"(f)  Not  more  than  40  i>er  centum  of  the 
amount  apportioned  in  any  fiscal  year  to 
each  State  in  accordance  with  sections  130, 
144,  and  152  of  this  title,  may  be  transferred 
from  the  apportionment  under  one  section 
to  the  apportionment  under  any  other  of 
such  sections  if  such  a  transfer  is  requested 
by  the  State  highway  department  and  is  ap- 
proved by  the  Secretary  as  being  in  the 
public  interest.  The  Secretary  may  approve 
the  transfer  of  100  per  centum  of  the  appor- 
tionment under  one  such  section  to  the  ap- 
portionment under  any  other  of  such  sec- 
tions if  such  transfer  is  requested  by  the 
State  highway  department,  and  is  approved 
by  the  Secretary  as  being  in  the  public  in- 
terest, if  the  Secretary  has  received  satisfac- 
tory assurances  from  such  State  highway 
department  that  the  purposes  of  the  pro- 
gram from  which  such  funds  are  to  be 
transferred  have  been  met. ". 

(g)  Existing  subsection  (h)  is  repealed. 

(h)  Subsection  [(h)]  (g)  is  added  as  fol- 
lows: 

["•(h)(1)]  "(g)(H  The  amount  apportioned 
in  any  fiscal  year  to  each  State  in  accord- 
ance with  paragraph  (2)  or  (3)  of  subsection 
(d)  of  this  section  may  be  transferred  from 
the  apportionment  under  one  paragraph  to 
the  apportionment  under  the  other  para- 
graph if  such  transfer  is  requested  by  the 
State  highway  department  and  is  approved 
by  the  Governor  of  such  State  and  the  Sec- 
retary as  being  in  the  public  interest.  Funds 
apportioned  in  accordance  with  paragraph 
(3)  of  subsection  (d)  of  this  section  shall  not 
be  transferred  from  their  allocation  to  any 
urbanized  area  of  two  hundred  thousand 
population  or  more  under  section  150  of  this 
title  without  the  approval  of  the  local  offi- 
cials of  such  urbanized  area. 

"(2)  In  the  case  of  transfers  under  para- 
graph (1),  the  total  of  all  transfers  during 
any  fiscal  year  to  any  apportioiunent  shall 
not  increase  the  original  amount  of  such  ap- 
portionment for  such  fiscal  year  by  more 
than  50  per  centum.  Not  more  than  50  per 
centum  of  the  original  amount  of  any  ap- 
portionment for  any  fiscal  year  shall  be 
transferred  to  other  apportionments.". 

LETTING  OP  CONTRACTS 

Sec.  105.  faJ  Section  112(b)  of  title  23. 
United  States  Code,  is  amended  by  inserting 
"or  that  an  emergency  situation  exists" 
before  the  period  at  the  end  of  the  first  sen- 
tence. 

(bJ  Section  112  of  title  23,  United  States 
Code,  is  further  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"(f)  Limitations  Concerning  South  Africa 
ON  Awards  of  Contracts.— A  State  or  local 
govemm.ental  body  that  is  a  recipient  of 
Federal  funds  under  this  title  may  prohibit 
or  otherwise  limit  the  award  of  contracts 
funded  under  this  title  by  incliiding  in  its 
contracts  terms  and  conditions  related  to 
the  contractor's  business  in  South  Africa  in 
accordance  with  a  State  or  local  law  if  the 
State  or  local  governmental  body  first  enters 
into  an  aggreement  vnth  the  Secretary  that 
any  costs  incurred  as  a  result  of  such  prohi- 
bition or  limitation  which  are  in  excess  of 
the  costs  that  would  otherwise  have  been  in- 
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curred XDith  respect  to  such  project  under 
this  title  will  not,  for  purposes  of  this  title, 
be  considered  to  be  a  cost  of  such  project: 
Provided,  That  this  subsection  shall  be  null 
and  void  when  apartheid  law  and  policy  is 
ended  in  South  Africa. ". 

AVAILABILITY 

Sec.  106.  Section  118  of  title  23.  United 
States  Code,  is  amended  to  read  as  follows: 
"Sec.  118.  Availability. 

"(a)  On  and  after  the  date  that  the  Secre- 
tary has  certified  to  each  State  the  sums  ap- 
portioned or  allocated  pursuant  to  an  au- 
thorization under  this  title  such  sums  shall 
be  available  for  obligation  under  the  provi- 
sions of  this  title. 

"(b)(1)  Sums  apportioned  fpr  the  Federal- 
aid  Interstate-Primary  Program,  for  the 
Federal-aid  secondary  system  and  for  the 
Federal-aid  urban  system  in  a  State  shall 
continue  available  for  obligation  in  that 
State  for  the  appropriate  program  and 
system  for  a  period  of  three  years  after  the 
close  of  the  fiscal  year  for  which  such  sums 
are  authorized  and  any  amounts  so  appor- 
tioned remaining  unobligated  at  the  end  of 
such  period  shall  lapse. 

"(2)(A)  Sums  apportioned  for  bridge  re- 
placement and  rehabilitation  in  a  State 
shall  remain  available  for  obligation  in  that 
State  for  a  period  of  three  years  after  the 
close  of  the  fiscal  year  for  which  the  sums 
are  authorized  and  any  amounts  appor- 
tioned remaining  unobligated  at  the  end  of 
the  period  shall  be  allocated  by  the  Secre- 
tary pursuant  to  section  144(g)(2)  of  this 
title. 

"(B)  Sums  allocated  for  bridge  replace- 
ment and  rehabilitation  in  a  State  shall 
remain  available  for  obligation  in  that  State 
until  the  close  of  the  fiscal  year  of  alloca- 
tion and  any  amount  allocated  remaining 
unobligated  at  the  end  of  the  period  shall 
be  reallocated  by  the  Secretary  pursuant  to 
section  144(g)(2)  of  this  title. 

"(3)  Sums  apportioned  or  allocated  for  a 
particular  purpose  for  any  fiscal  year  shall 
be  deemed  to  be  obligated  if  a  sum  equal  to 
the  total  of  the  sums  apportioned  or  allocat- 
ed to  the  State  for  such  purpose  for  such 
fiscal  year  and  previous  fiscal  years  is  obli- 
gated. Any  funds  released  by  the  payment 
of  the  final  voucher  or  by  the  modification 
of  the  formal  project  agreement  shall  be 
credited  to  the  same  class  of  funds  previous- 
ly apportioned  or  allocated  to  the  State  and 
be  immediately  available  for  obligation. 

"(c)  Funds  made  available  to  the  State  of 
Alaska  under  this  title  may  be  expended  for 
construction  of  access  and  development 
roads  on  a  Federal-aid  system  that  will  serve 
resource  development,  recreational,  residen- 
tial, commercial,  industrial,  or  other  like 
purposes. ". 

INTERSTATE  SYSTEM  RESURFACING 

Sec.  107.  (a)  Section  119(a)  of  title  23, 
United  States  Code,  is  amended  by  (1)  strik- 
ing "section  105  of  the  Federal-Aid  Highway 
Act  of  1978"  and  inserting  in  lieu  thereof 
"section  129(k)  of  this  title"  and  by  (2)  strik- 
ing the  next  to  the  last  sentence. 

(b)  Section  119(b)  of  title  23,  United 
States  Code,  is  amended  by  striking  "for  the 
Interstate  system  shall"  and  inserting  in 
lieu  thereof  "shall",  by  (2)  striking  "equal  to 
10  per  centum"  and  inserting  in  lieu  thereof 
"of  not  more  than  10  per  centum",  and  by 
(3)  striking  "104"  and  inserting  in  lieu 
thereof  "104(d)(1)(A)". 

(c)  Section  119(d)  is  repealed. 

rEDERAL  SHARE  PAYABLE 

Sec.  108.  (a)  Subsection  (a)  of  section  120. 
title  23,  United  States  Code,  is  amended  by 


striking  "financed  with  primary"  and  insert- 
ing in  lieu  thereof  "financed  with  Inter- 
state-primary" and  by  inserting  "(other 
than  the  Interstate  System)"  after  "primary 
system". 

(b)  Subsection  (b)  of -section  120,  title  23, 
United  States  Code,  is  repealed. 

(c)  Subsection  (c)  of  section  120,  title  23, 
United  States  Code,  is  amended  by  striking 
"provided  for  by  funds  made  available 
under  the  provisions  of  section  108(b)  of  the 
Federal-Aid  Highway  Act  of  1956  shall  be 
increased  to"  and  inserting  in  lieu  thereof  ", 
as  designated  in  section  103  of  this  title  and 
as  designated  prior  to  March  9,  1984,  in  sec- 
tion 139  (a)  and  (b)  of  this  title  financed 
with  Interstate-primary  funds  shall  not 
exceed". 

(d)  Subsection  (f )  of  section  120  of  title  23. 
United  States  Code,  is  amended  by  striking 
"shall  not  exceed  100  per  centum  of  the  cost 
thereof:  Provided"  and  inserting  in  lieu 
thereof  "on  account  of  any  project  on  a 
Federal-aid  highway  system,  including  the 
Interstate  System,  shall  not  exceed  the  Fed- 
eral share  payable  of  a  project  on  a  system 
as  provided  in  subsections  (a)  said  (c)  of  this 
section:  Provided,  That  the  Federal  share 
payable  for  eligible  emergency  repairs  to 
minimize  damage,  protect  facilities  or  re- 
store essential  traffic  accomplished  within 
thirty  days  after  the  actual  occurrence  may 
amount  to  100  per  centum  of  the  costs 
thereof:  And  provided  further". 

(e)(1)  The  second  subsection  (i),  subsec- 
tion (j),  and  subsection  (k)  of  section  120  of 
title  23,  United  States  Code,  are  relettered 
as  subsection  (j),  (k),  and  (1)  respectively. 

(2)  The  second  subsection  (i)  of  section 
120.  title  23.  United  States  Code,  relettered 
as  subsection  (j).  is  amended  by  Inserting 
"104(b)  and"  before  "307(c)'. 

(f)  Subsection  (b)  is  added  to  section  120 
of  title  23.  United  States  Code,  as  follows: 
"Notwithstanding  other  provisions  of  this 
title,  a  State  may  contribute  an  amount  in 
excess  of  its  normal  share  on  a  project  [con- 
structed! under  this  title  so  as  to  decrease 
the  Federal  shsu-e  payable  on  such  project: 
Provided,  That  the  use  of  this  provision 
shall  be  subject  to  criteria  established  by 
the  Secretary.". 

(g)  Section  120(f)  of  title  23,  United  States 
Code,  as  amended  by  this  section  is  effective 
for  all  natural  disasters  or  catastrophic  fail- 
ures which  occur  subsequent  to  enactment 
of  this  Act. 

RELOCATION  OF  UTILITY  FACILITIES 

Sec.  109.  Section  123(a)  of  title  23,  United 
States  Code,  is  amended  to  read  as  follows: 

"(a)  When  a  State  pays  for  the  cost  of  re- 
location of  utility  facilities  necessitated  by 
the  construction  of  a  project  on  the  Feder- 
al-aid primary  system  including  the  Inter- 
state System,  or  under  a  Federal-aid  pro- 
gram, or  under  the  State's  safely  improve- 
ment program  for  the  elimination  of  haz- 
ards to  the  traveling  public  resulting  from 
the  utility  facilities  on  or  near  the  right-of- 
way  of  highways  on  the  Federal-aid  primary 
system  including  the  Interstate  system.  Fed- 
eral funds  may  be  used  to  reimburse  the 
State  for  such  cost  in  the  same  proportion 
as  Federal  funds  are  used  on  the  project. ". 
emergency  relief 

Sec.  110.  Section  125  of  title  23.  United 
SUtes  Code,  is  amended  by  adding  subsec- 
tion (d)  as  follows: 

"(d)  For  purposes  of  this  section,  the 
Virgin  Islands.  Guam.  American  Samoa,  and 
the  Northern  Mariana  Island  shall  be  con- 
sidered to  be  States  and  part  of  the  United 
States,  and  the  chief  executive  officer  of 


each  territory  shall  be  considered  to  be  a 
Governor  of  a  State.  The  Secretary  may 
expend  funds  from  the  sums  authorized  for 
this  section  for  the  repair  or  reconstruction 
of  highways  eligible  for  assistance  under 
section  215  of  this  title:  Provided,  That  obli- 
gations for  projects  under  this  subsection 
shall  not  exceed  $5,000,000  in  any  fiscal 
year.". 

VEHICLE  WEIGHT  LIMITATIONS— INTERSTATE 
SYSTEM 

Sec.  hi.  Section  127(a)  of  title  23,  United 
States  Code,  is  amended  by  striking  "au- 
thorized to  be  appropriated  for  any  fiscal 
year  under  provisions  of  the  Federal-Aid 
Highway  Act  of  1956  shall  be  apportioned" 
and  inserting  in  lieu  thereof  "shall  be  ap- 
portioned under  section  104(d)(1)(A)  of  this 
title "  and  by  (b)  adding  after  the  word 
"lapse"  the  following:  "if  not  released  and 
obligated  within  the  availability  period  spec- 
ified in  section  118(b)(1)  of  this  title". 

TOLL  FACIUTIES 

Sec.  112.  (a)  Section  129  of  title  23.  United 
States  Code,  is  amended  by  adding  the  fol- 
lowing new  subsections: 

"(j)(l)  Each  operator  of  toll  roads,  toll 
tunnels,  toll  ferries,  and  toll  bridges,  other 
than  an  international  toll  facility  or  toll  fa- 
cility subject  to  an  agreement  under  this 
section  or  section  105  of  the  Surface  Trans- 
portation Assistance  Act  of  1978.  on  a  Fed- 
eral-aid system  in  a  State  shall  biennially 
certify  to  the  Governor  of  the  State  that 
such  facilities  are  adequately  maintained 
and  that  the  operator  of  such  toll  facility 
has  the  ability  to  fund  the  replacement  or 
repair  of  any  such  facilities  that  are  not 
adequately  maintained  without  using  Feder- 
al-aid highway  funds.  Failure  to  certify 
shall  preclude  Federal  funding  out  of  the 
Highway  Trust  Fund  of  any  facilities  owned 
or  operated  by  the  operator  of  such  toll  fa- 
cility. 

'■(2)  The  Governor  shall  report  biennially 
to  the  Secretary  the  toll  facilities  subject  to 
paragraph  (1)  of  this  subsection,  that  have 
so  certified  and  those  which  have  not  certi- 
fied in  accordance  with  paragraph  (1)  of 
this  subsection.  If  funds  from  the  Highway 
Trust  Fund  are  used  to  repair  or  replace 
such  toll  facilities,  the  State's  apportion- 
ments for  the  following  fiscal  year  under 
section  104  of  this  title  shall  be  reduced  by 
the  amount  of  Highway  Trust  Fund  moneys 
expended:  Provided,  That  such  reduction 
shall  not  be  made  if  the  State  has  executed 
an  agreement  covering  such  toll  facilities 
under  this  section  or  section  105  of  the  Sur- 
face Transportation  Assistance  Act  of  1978. 

"(k)  Sums  app)ortioned  to  a  State  for  the 
Federal-aid  Interstate-Primary  Program  or 
for  Interstate  System  resurfacing  may  be 
obligated  for  projects  for  resurfacing,  re- 
storing, and  rehabilitating  lanes  [in  use  for 
more  than  five  yearsj  on  a  toll  road  which 
has  been  designated  as  a  part  of  the  Inter- 
state System  if  an  agreement  satisfactory  to 
the  Secretary  of  Transportation  has  been 
reached  with  the  State  highway  department 
and  any  public  authority  with  jurisdiction 
over  such  toll  road  prior  to  the  approval  of 
such  project  that  the  toll  road  will  become 
free  to  the  public  upon  the  collection  of 
tolls  sufficient  to  liquidate  the  cost  of  the 
toll  road  or  any  bonds  outstanding  at  the 
time  constituting  a  valid  lien  against  it,  and 
the  cost  of  maintenance  and  operation  and 
debt  service  during  the  period  of  toll  collec- 
tions. The  agreement  referred  to  in  the  pre- 
ceding sentence  shall  contain  a  provision  re- 
quiring that  if.  for  any  reason,  a  toll  road 
subject  to  an  agreement  does  not  become 
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free  to  the  public  upon  collection  of  suffi- 
cient tolls,  as  specified  in  the  preceding  sen- 
tence. Federal  funds  used  for  projects  on 
such  toll  road  pursuant  to  this  subsection 
shall  be  repaid  to  the  Federal  Treasury  and 
a  provision  requiring  that  if  such  repayment 
does  not  equal  or  exceed  Federal  funds  ap- 
portioned to  a  State  by  reason  of  including 
toll  road  mileage  in  an  apportionment  for- 
mula, the  State's  apportionment  shall  be  re- 
duced by  the  amoimt  needed  to  make  the 
repayment  equal  such  apportionment.". 

(b)  Section  105  of  the  Federal-Aid  High- 
way Act  of  1978  is  amended  by  striking  the 
last  two  sentences. 

RAILWAT-HIGHWAT  CROSSINGS 

Sec.  113.  (a)  Section  130  of  title  23,  United 
States  Code  is  amended  by  adding  subsec- 
tions, (d).  (e).  (f),  (g),  and  (h)  as  follows: 

"(d)  Each  State  shall  conduct  and  system- 
atically maintain  a  survey  of  all  highways  to 
identify  those  railroad  crossings  which  may 
require  separation,  relocation,  or  protective 
devices,  and  establish  and  Implement  a 
schedule  of  projects  for  this  purpose.  At  a 
minimiim,  such  a  schedule  shall  provide 
signs  for  all  railroad-highway  crossings. 

"(e)  At  least  half  of  the  funds  authorized 
for  and  expended  under  this  section  shall  be 
available  for  the  installation  of  protective 
devices  at  railway-highway  crossings.  Sums 
authorized  to  be  appropriated  for  this  sec- 
tion shall  be  available  for  obligation  in  the 
same  manner  as  funds  apportioned  under 
section  104(d)(1)  of  title  23,  United  States 
Code. 

"(f)  25  per  centum  of  the  funds  authorized 
for  this  section  shall  be  apportioned  to  the 
States  in  the  same  manner  as  sums  appor- 
tioned under  section  104(d)(2)  of  title  23, 
United  States  Code,  25  per  centum  of  such 
funds  shall  be  apportioned  to  the  States  in 
the  same  manner  as  apportioned  under  sec- 
tion 104(d)(3)  of  title  23,  United  States 
Code,  and  50  per  centum  of  such  funds  shall 
be  apportioned  to  the  States  in  the  ratio 
that  total  rail-highway  crossings  in  each 
State  bears  to  the  total  of  such  crossings  in 
all  States.  The  Federal  share  payable  on  ac- 
count of  any  project  financed  with  funds 
authorized  for  this  section  shall  be  90  per 
centum  of  the  cost  thereof. 

"(g)  Each  State  shall  report  to  the  Secre- 
tary of  Transportation  not  later  than  De- 
cember 30  of  each  year  on  the  progress 
being  made  to  implement  the  railroad-high- 
way crossings  program  authorized  by  this 
section  and  the  effectiveness  of  such  im- 
provements. Each  State  report  shall  contain 
an  assessment  of  the  costs  of  the  various 
treatments  employed  and  subsequent  acci- 
dent experience  at  improved  locations.  The 
Secretary  of  Transportation  shall  submit  a 
report  to  the  Senate  Environment  and 
Public  Works  Committee  and  the  House 
Public  Works  and  Transportation  Commit- 
tee of  the  Congress  not  later  than  April  1  of 
each  year,  on  the  progress  being  made  by 
the  State  in  implementing  projects  to  im- 
prove railroad-highway  crossings.  The 
report  shall  include,  but  not  be  limited  to, 
the  number  of  projects  undertaken,  their 
distribution  by  cost  range,  road  system, 
nature  of  treatment,  and  subsequent  acci- 
dent experience  at  improved  locations.  In 
addition,  the  Secretary's  report  shall  ana- 
lyze and  evaluate  each  State  program,  iden- 
tify any  State  found  not  to  be  in  compliance 
with  the  schedule  of  improvements  required 
by  subsection  (d)  and  include  recommenda- 
tions for  future  implementation  of  the  rail- 
road highway  crossings  program. 

"(h)  Funds  authorized   for  this  section 
may  be  used  to  provide  local  government 


with  funds  to  be  used  on  a  matching  basis 
when  State  funds  are  available  which  may 
only  be  spent  when  local  government  pro- 
duces matching  funds  for  the  improvement 
of  railroad  crossings.". 

(b)  Section  203  of  the  Highway  Safety  Act 
of  1973  is  repealed. 

STRATEGIC  HIGHWAY  RESEARCH  PROGRAU 

Sec.  114.  Title  23,  United  States  Code,  is 
amended  by  adding  section  133  as  follows: 
["§  133(a).]   "§133.  Strategic  highway  research 

program 

"(a)  The  sums  provided  by  section  104(c) 
of  this  title  shall  be  available  for  obligation 
when  deducted  to  implement  the  Strategic 
Highway  Research  Program  (SHRP).  The 
Secretary  is  authorized  to  carry  out  the 
SHRP  in  cooperation  with  the  State  high- 
way departments,  as  represented  by  the 
American  Association  of  State  Highway  and 
Transportation  Officials  (AASHTO).  The 
Secretary  shall  set  standards  to  use  the 
funds  under  this  paragraph  to  conduct  re- 
search, development  and  technology  trans- 
fer activities  determined  to  be  strategically 
important  to  the  national  highway  trans- 
portation system.  The  Secretary  may  pro- 
vide grants  to,  and  enter  into  cooperative 
agreements  with,  AASHTO  and/or  the  Na- 
tional Academy  of  Sciences  to  conduct  ap- 
propriate portions  of  the  SHRP.  Advance 
payments  may  be  made  as  necessary  to  fa- 
cilitate [such  cooperative  agreements.]  this 
program.  No  State  matching  share  is  re- 
quired for  the  sums  made  available  under 
this  section.  The  sums  provided  by  this  sec- 
tion shall  be  combined  and  administered  by 
the  Secretary  as  a  single  fund  which  shall 
be  available  for  obligation  for  the  same 
period  as  funds  apportioned  for  the  Federal- 
aid  Interstate-Primary  Program. 

"(b)  The  Secretary  shall  transmit  a  report 
annually  beginning  on  January  I.  1988,  to 
the  Senate  Environment  and  Public  Works 
Committee  and  the  House  Public  Works  and 
Transportation  Committee  of  the  Congress 
which  provides  information  on  the  progress 
and  research  findings  of  the  Strategic  High- 
way Research  Program. 

"(ct(l)  The  remedy  against  the  United 
States  provided  by  sections  1346(b)  and  2672 
of  title  28,  United  States  Code,  for  injury, 
loss  of  property,  personal  injury,  or  death 
shall  apply  to  any  civil  action  against  the 
National  Academy  of  Sciences  for  injury, 
loss  of  property,  personal  injury,  or  death 
for  any  act  or  omission  arising  from  activi- 
ties conducted  under  or  in  connection  with 
the  Strategic  Highway  Research  Program 
authorized  under  subsection  (a)  of  this  sec- 
tion. 

"(2>  The  remedies  referred  to  in  paragraph 
ID  shall  be  exclusive  of  any  other  civil 
action  or  proceeding  for  the  purpose  of  de- 
termining liability  arising  from  any  such 
act  or  omission  without  regard  to  when  the 
act  or  omission  occurred.  Employees  of  the 
National  Academy  of  Sciences  and  other  in- 
dividuals appointed  by  the  President  of  the 
National  Academy  of  Sciences  and  acting 
on  its  behalf  in  connection  with  the  Strate- 
gic Highway  Research  Program  shall  be  con- 
sidered to  be  employees  of  the  Federal  Gov- 
ernment, as  provided  in  section  2671  of  title 
28,  United  States  Code,  for  the  purposes  of 
such  civil  action  or  proceeding;  and  the 
civil  action  or  proceeding  shall  proceed  in 
the  same  manner  as  any  action  against  the 
United  States  filed  pursuant  to  section 
13461b)  of  such  title  and  shaU  be  subject  to 
the  limitations  and  exceptions  applicable  to 
those  actions. 

"(3)  Upon  certification  by  the  Attorney 
General  that  a  suit  is  within  the  provisions 


of  subsection  fa),  a  civil  action  or  proceed- 
ing commenced  in  a  State  court  shall  be  re- 
moved urithout  bond  at  any  time  before  trial 
by  the  Attorney  General  to  the  district  court 
of  the  United  States  for  the  district  and  divi- 
sion embracing  the  place  wherein  it  is  pend- 
ing and  the  proceeding  shall  be  deemed  a 
tort  action  brought  against  the  United 
States  under  the  provisions  of  section 
1346fb),  2401(b),  or  2402,  or  sections  2671 
through  2680  of  title  28,  United  States  Code. 
For  purposes  of  removal  the  certification  of 
the  Attorney  General  under  this  subsection 
shall  be  conclusive. ". 

SECTION  139  ROUTES 

Sec.  115.  The  last  sentence  of  section 
139(a),  the  fourth  sentence  of  139(b),  and 
the  last  sentence  of  section  139(c)  of  title  23, 
United  States  Code,  are  each  amended  by 
striking  "sections         104(b)(1)         and 

104(b)(S)(B)"  and  inserting  in  lieu  thereof 
"section  104(d)(1)". 

OrF-SYSTEM  BRIDGE  PROGRAM 

Sec.  116.  Section  144,  title  23.  United 
States  Code,  is  amended  by  adding  a  new 
subsection  as  follows: 

"(n)  Notwithstanding  any  other  provision 
of  law.  with  respect  to  any  project  not  on  a 
Federal-aid  highway  system  for  the  replace- 
ment of  a  bridge  or  rehabilitation  of  a 
bridge  which  is  whoUy  funded  from  State 
and  Icxial  sources,  is  eligible  for  Federal 
funds  imder  section  144  of  title  23.  United 
States  Code,  is  noncontroversial.  is  certified 
by  the  State  to  have  been  carried  out  in  ac- 
cordance with  all  standards  applicable  to 
such  projects  under  section  144.  and  is  de- 
termined by  the  Secretary  upon  completion 
to  be  no  longer  a  deficient  bridge,  any 
amount  expended  after  the  effective  date  of 
this  section,  from  such  State  and  local 
sources  for  such  project  in  excess  of  20  per 
centum  of  the  cost  of  construction  thereof 
may  be  credited  to  the  non-Federal  share  of 
the  cost  of  the  projects  in  such  State  which 
are  eligible  for  Federal  funds  under  section 
144,  in  accordance  with  procedures  estab- 
lished by  the  Secretary.". 

[ELIGIBILITY 

[Sec  117.  Title  23,  United  States  Code,  is 
amended  by  adding  section  153  as  follows: 

["§  153.  Eligibility 

[State  or  local  taxes  which  are  based 
upon  the  amount  of  a  federally  assisted  con- 
tract or  which  are  assessed  uiK>n  construc- 
tion materials  to  be  incorporated  into  a  fed- 
erally assisted  project  are  not  items  eligible 
for  Federal  reimbursement  imder  this 
title.".] 

HIGHWA  Y  BEA  UTIFJCA  TION 

Sec.  117.  (a)  Section  131  of  title  23.  United 
States  Code,  is  amended  as  follows— 

(1)  in  subsection  (bt— 

(A)  by  striking  "shall  be  reduced"  and  in- 
serting in  lieu  thereof  "may  be  reduced"; 
and 

(B)  by  striking  the  words  "equal  to  10"  in 
the  second  to  last  sentence,  by  inserting  in 
lieu  thereof  "up  to  5",  and  by  striking  the 
last  sentence; 

(2)  in  sub.iection  (c)— 

(A)  by  striking  "(c)"  and  inserting  in  lieu 
thereof  "(c)(1)"  and  redesignating  clauses  1 
through  5  as  clauses  A  through  E; 

(B)  by  inserting  at  the  end  thereof  the  fal- 
lowing new  paragraphs— 

"(2)  As  part  of  effective  control,  each  State 
shall  maintain  an  annual  inventory  of  all 
outdoor  advertising  signs,  displays,  and  de- 
vices required  to  be  controlled  pursuant  to 
this  section.  Such  inventory  shall  identify 
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all  such  signs  as  either  illegal,  nonconform- 
ing, or  conforming  under  State  law.  An  in- 
ventory shall  not  be  required  in  States 
which  the  Secretary  determines  have  a 
permit  and  enforcement  system  which  re- 
quires a  permit  for  all  lawful  signs  required 
to  be  controlled  by  this  section  and  identi- 
fies promptly  all  unlawful  signs. 

"(3)  As  part  of  effective  control,  each  State 
shall  assure  that  signs,  displays,  and  devices 
required  to  be  removed  by  this  section  shall 
be  removed  within  ninety  days  of  (A)  the 
date  upon  which  they  become  unlawful  or  if 
not  unlawful,  the  date  upon  which  they 
must  be  removed  pursuant  to  State  law,  or 
<B),  if  eligible  to  receive  compensation  pur- 
suant to  this  section  or  to  be  amortized,  the 
date  upon  which  cash  compensation  is  paid, 
or  the  State  amortization  period  ends. 

"(4)  As  part  of  effective  control,  no  State 
may  allow  or  undertake  any  vegetation  re- 
moval or  other  alteration  of  the  highway 
right-of-way  with  the  purpose  of  improving 
the  visibility  of  any  outdoor  advertising 
sign,  display  or  device  located  outside  of  the 
right-of-way. 

"(S)  As  part  of  effective  control,  no  State 
may  permit  any  person  to  modify  any  out- 
door advertising  sign,  display,  or  device 
which  does  not  conform  to  subsections  (c)  or 
<d)  of  this  section  to  improx^e  its  visibility  or 
its  useful  life. 

"(6)  As  part  of  effective  control,  signs,  dis- 
plays arid  devices  carrying  advertising 
which  is  required  to  include  a  warning  label 
in  other  advertising  media,  pursuant  to  a 
federal  law  or  regulation,  shall  be  required 
to  display  such  warning  label  so  that  it  is 
plainly  legible  from  the  main  traveled  way 
of  the  highway. "; 

(3)  in  subsection  Id)  by  striking  "(d)",  by 
inserting  in  lieu  thereof  "<d)(l)",  and  by 
adding  at  the  end  of  the  subsection  the  fol- 
lowing: 

"(2)  After  July  1,  1986,  no  new  signs,  dis- 
plays or  devices  may  be  erected  under  the 
authority  of  this  subsectioru  Any  sign,  dis- 
play, or  device  lawfully  erected  under  State 
law  after  July  1,  1986,  and  prior  to  the  effec- 
tive date  of  this  section  shall  be  treated  as 
nonconforming.  "; 

(4)  in  subsection  (e)  by  amending  subsec- 
tion (e)  as  follows: 

"(e)  The  Secretary  shall  not  require  a  State 
to  remove  any  lawfully  erected  sign,  display, 
or  device  which  does  not  conform  to  this  sec- 
tion and  is  lawfully  in  existence  on  the  date 
which  this  section  becomes  effective  pursu- 
ant to  section  117(b)  of  the  Federal-Aid 
Highway  Act  of  1986.  Nothing  in  this  subsec- 
tion shall  prevent  a  State  from  removing 
any  sign,  display,  or  device.  "; 

(5)  in  subsection  (g)  by  amending  subsec- 
tion (g)  to  read  as  follows: 

"(g)(1)  The  Secretary  may  participate  in 
the  costs  incurred  by  a  State  for  the  follow- 
ing: 

"(A)  physically  removing  signs,  displays, 
or  devices  that  are  located  in  areas  required 
to  be  effectively  controlled  by  this  section 
and  are  illegal  under  State  law  or  that  are 
required  by  this  section  to  be  removed  and 
that  were  lawfully  created  and  have  been 
lawfully  maintained  under  State  law. 

"(B)  acquiring  signs,  displays,  or  devices 
that  are  required  by  this  section  to  be  re- 
moved and  that  were  lawfully  erected  and 
have  been  lawfully  maintained  under  State 
law. 

"(2)  Payments  made  to  a  State  by  the  Sec- 
retary may  be  made  for  the  removal  or  ac- 
quisition of  signs,  displays,  and  devices  lo- 
cated in  areas  adjacent  to  the  Federal-aid 
primary  system  and  the  Interstate  System 


from  funds  apportioned  to  such  State  under 
section  104(d)(1)  of  this  title.  For  the  remov- 
al or  acquisition  of  signs,  displays,  or  de- 
vices, the  Federal  share  of  any  costs  partici- 
pated in  under  this  subsection  shall  not 
exceed  that  set  forth  in  section  120(a)  for 
those  adjacent  to  the  Federal-aid  primary 
system  and  that  set  forth  in  section  120(c) 
for  those  adjacent  to  the  Interstate  System. 

"(3)  A  sign,  display,  or  device  acquired 
with  funds  made  available  pursuant  to  this 
section  may  be  disposed  of  by  sale  or  other 
means  to  a  private  party  only  if  the  State  re- 
ceives satisfactory  written  assurances  that 
the  material  unU  not  be  used  to  construct  or 
reconstruct  an  outdoor  advertising  sign,  dis- 
play, or  device"; 

(6)  in  subsection  (h)  by  striking  "(h)",  by 
inserting  in  lieu  thereof  "(h)(1)"  and  by 
adding  at  the  end  the  following  new  para- 
graph: 

"(2)  No  outdoor  advertising  sign,  display, 
or  device  shall  be  permitted  by  any  Federal 
agency  on  all  public  lands  or  reservations 
owned  or  controlled  by  the  United  States, 
unless  such  sign,  display,  or  device  conforms 
to  regulations  issued  by  the  Federal  agency 
unth  jurisdiction  over,  or  responsibility  for, 
such  land  Such  regidations  shall  be  at  least 
as  stringent  as  the  requirements  of  this  sec- 
tion and  the  requirements  of  the  State  in 
which  the  land  is  located  The  regulations 
required  by  this  subsection  shall  be  devel- 
oped in  consultation  unth  the  Secretary  of 
Transportation  and  shall  be  promulgated 
vHthin  12  months  of  the  effective  date  of  this 
Act  "; 

(7)  in  subsection  (k)  by  striking  the  vmrds 
"Subject  to  compliance  with  subsection  (g) 
of  this  section  for  the  payment  of  just  com- 
pensation, Twthing"  and  inserting  in  place 
thereof  the  word  "Nothing".;  and 

(8)  by  repealing  subsections  (n)  and  (p). 
(b)  The  amendments  made  by  this  section 

shall  be  effective  on  December  31, 1988. 

MINIMUM  ALLOCATION 

Sec.  118.  (a)  Section  157(a)  of  title  23. 
United  States  Code,  is  amended  to  read  as 
follows: 

"(a)  Beginning  with  fiscal  year  1987,  as 
soon  as  practicable  after  the  date  of  enact- 
ment of  the  Federal-Aid  Highway  Act  of 
1986  and  in  each  of  the  fiscal  years  thereaf- 
ter, on  October  1,  or  as  soon  as  possible 
thereafter,  the  Secretary  of  Transportation 
shall  allocate  among  the  States,  as  defined 
in  section  101  of  this  title,  amounts  suffi- 
cient to  ensure  that  a  State's  percentage  of 
the  total  apportionments  in  each  such  fiscal 
year  and  allocations  for  the  prior  fiscal  year 
for  Federal-aid  highway  programs,  except 
allocations  for  forest  highways,  Indian  res- 
ervation road^  and  parkways  and  park 
roads  in  accordance  with  section  202  of  this 
title,  highway  related  safety  grants  author- 
ized by  section  402  of  this  title,  nonconstruc- 
tion  safety  grants  authorized  by  sections 
402,  406,  and  408  of  this  title,  and  Bureau  of 
Motor  Carrier  Safety  Grants  authorized  by 
section  404  of  the  Surface  Transportation. 
Assistance  Act  of  1982,  shall  not  be  less 
than  85  per  centum  of  the  percentage  of  es- 
timated tax  payments  attributable  to  high- 
way users  in  that  State  paid  into  the  High- 
way Trust  Fund,  other  than  the  Mass  Tran- 
sit Account,  in  the  latest  fiscal  year  for 
which  data  are  available.". 

(b)  The  amendment  made  by  subsection 
(a)  shall  become  effective  on  October  1, 
1986. 

(c)  Title  23,  United  States  Code,  section 
157(c)  is  amended  by  striking  the  "and"  that 
precedes  "September  30, 1986"  and  inserting 
after  "1986"  the  following:  ",  September  30, 


1987,  September  30,   1988,  September  30, 
1989,  and  September  30,  1990". 

PEDERAL-AID  INTERSTATE-PRIMAKT  PROGHAM 

Sbc.  119.  Title  23.  United  SUtes  Code,  is 
amended  by  adding  section  159  as  foUowK 

"g  159.  Federal-aid  IntenUte-priaMwy  piinnw 

"(a)  It  is  the  national  policy  to  bring  aO 
elements  of  the  primary  system  up  to  stazMt- 
ards  established  pursuant  to  secUon  10k  of 
this  title.  To  accomplish  this  policy  the  Pted- 
eral-aid  Interstate-primary  procram  shall 
consist  of  projects  for  the  construction,  re- 
construction, rehabilitation,  restoration, 
and  resurfacing  or  Improvement  of  the  pri- 
mary system  as  designated  in  section  103(a) 
of  this  title  and  the  IntersUte  System  as 
designated  in  section  103(cKl)  and  section 
139  of  this  title. 

"(b)  In  approving  projects  under  this  sec- 
tion, the  Secretary  shall  give  [priority! 
consideration  to  projects  to  complete  essen- 
tial gaps  on  the  Interstate  System  and  for 
the  reconstruction,  rehabillution,  restora- 
tion, and  resurfacing  of  existing  highway  fa- 
cilities. Reconstruction  may  include,  but  is 
not  limited  to,  the  addition  of  travel  lanes 
and  the  construction  and  reconstruction  of 
interchanges  and  overcrossings  along  exist- 
ing completed  Interstate  routes,  including 
the  acquisition  of  right-of-way  where  neces- 
sary.". 

INCOME  PKOM  RIGHTS-OF-WAY 

Sec.  120.  Title  23,  United  SUtes  Code,  is 
amended  by  adding  section  160  as  follows: 

"§  160.  Income  from  rights-of-way 

"Net  income  that  a  State  receives  from 
the  use,  lease,  or  sale  of  right-of-way  air- 
space acquired  as  a  result  of  a  project  under 
this  title  shall  be  used  by  the  State  for 
projects  eligible  under  this  chapter.". 

TERRITORIAL  HIGHWAY  PROGRAM 

Sec.  121.  Subsection  (f)  of  section  215  of 
title  23,  United  SUtes  Code,  is  amended  to 
read  as  follows: 

"(f)  The  provisions  of  chapter  1  of  this 
title  that  are  applicable  to  Federal-aid 
IntersUte-Primary  Program  funds  and  to 
projects  on  the  Federal-aid  primary  system 
other  than  the  IntersUte  System  shall 
apply  to  funds  authorized  to  be  appropri- 
ated to  carry  out  this  section,  to  funds  obli- 
gated under  this  section  and  to  projects  car- 
ried out  under  this  section  except  as  deter- 
mined by  the  SecreUry  to  be  inconsistent 
with  this  section.  There  shall  be  designated 
in  each  territory,  a  territorial  Federal-aid 
highway  system  which  will  include  all  high- 
ways eligible  for  funding  under  this  section. 
The  system  shall  be  designated  by  the  high- 
way department  of  the  territory  and  be  sub- 
ject to  the  approval  of  the  Secretary.  Fund- 
ing provided  under  this  section  shall  only  be 
available  for  highway  construction  projects 
on  the  territorial  Federal-aid  system.". 

BICYCLE  projects  ELIGIBILITY 

Sec.  122.  The  second  sentence  of  section 
217(b)(1)  of  title  23,  United  SUtes  Code,  is 
amended  by  inserting  "and  sums  appor-^ 
tioned  or  allocated  for  highway  substitute 
projects  in  accordance  with  section  103(e)(4) 
of  this  title"  after  the  word  "title". 

HIGHWAY  PLANNING  AND  RESEARCH 

Sec.  123.  Section  307(cKl)  of  title  23, 
United  SUtes  Code,  is  amended  by  inserting 
after  "section  104  of  this  title",  the  follow- 
ing: "and  for  highway  projects,  section 
103(e)(4)". 
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NATIONAL  HIGHWAY  INSTITUTE 


Skc.  124.  Subsections  (b)  and  (c)  of  section 
331  of  title  23,  United  SUtes  Code,  are 
amended  to  read  as  follows: 

"(b)  Not  to  exceed  one-quarter  per  centum 
of  all  Federal-aid  Interstate-Primary  Pro- 
gram funds,  apportioned  to  a  State  under 
section  104  of  this  title  shall  be  available  for 
expenditure  by  the  Stete  highway  depart- 
ment, subject  to  approval  by  the  Secretary, 
for  payment  of  not  to  exceed  75  per  centum 
of  the  cost  of  tuition  and  direct  educational 
expenses  (but  not  travel,  subsistence,  or  sal- 
aries) in  connection  with  the  education  and 
training  of  State  and  local  highway  depart- 
ment employees  as  provided  in  this  section. 

"(c)  Education  and  training  of  Federal, 
State,  and  local  highway  employees  author- 
ized by  this  section  shall  be  provided  by  the 
Secretary  at  no  cost  to  the  States  and  local 
governments  for  those  subject  areas  which 
are  a  Federal  program  responsibility,  or,  in 
the  case  where  such  education  and  training 
are  to  be  paid  for  under  subsection  (b)  of 
this  section,  by  the  State,  subject  to  the  ap- 
proval of  the  Secretary,  through  grants  and 
contract  with  public  and  private  agencies, 
institutions,  individuals  and  the  Institute.". 

RIGHT-Or-WAY  DONATION 

Sbc.  125.  (a)  Notwithstanding  any  other 
provision  of  title  23.  United  SUtes  Code,  the 
SUte  matching  share  for  a  project  under 
title  23.  United  States  Code,  may  be  credited 
by  the  fair  market  value  of  land  incorporat- 
ed into  the  project  and  lawfully  donated  to 
the  SUte  after  the  effective  date  of  this 
subsection.  The  fair  market  value  of  the  do- 
nated land  shall  be  established  as  deter- 
mined by  the  Secretary.  Fair  market  value 
shall  not  include  increases  and  decreases  in 
the  value  of  donated  property  caused  by  the 
project  For  purposes  of  this  subsection  the 
fair  marliet  value  of  donated  land  shall  be 
established  after  the  date  the  donation  be- 
comes effective  or  when  equitable  title  to 
the  land  vests  in  the  SUte,  whichever  is  ear- 
lier. This  subsection  shall  not  apply  to  dona- 
tions made  by  an  agency  of  a  Federal,  State 
or  local  government.  The  credit  received  by 
a  SUte  pursuant  to  this  subsection  may  not 
exceed  the  SUte's  matching  share  for  the 
project  to  which  the  donation  is  applied. 

(b)  Section  323  of  title  23,  United  SUtes 
Code,  is  amended  by— 

(1)  inserting  after  "Donations."  an  "(a)"; 
and 

(2)  inserting  the  following  new  subsection: 
"(bKl)  A  gift  or  donation  in  accordance 

with  subsection  (a)  may  be  made  at  any 
time  during  the  development  of  a  project: 
Provided,  That  any  document  executed  as 
part  of  such  donation  prior  to  the  approval 
of  an  entnronmental  document  prepared 
pursuant  to  the  National  Environmental 
Policy  Act  shall  clearly  [indicates]  indicate 
that— 

"(i)  all  alternatives  to  a  proposed  align- 
ment will  be  studied  and  considered  pursu- 
ant to  the  National  Environmental  Policy 
Act: 

"(il)  acquisition  of  property  under  this 
subsection  shall  not  Influence  the  environ- 
mental assessment  of  a  project  Including 
the  decision  relative  to  the  need  to  con- 
struct the  project  or  the  selection  of  a  spe- 
cific location;  and 

"(iii)  any  property  acquired  by  gift  or  do- 
nation shall  be  revested  in  the  grantor  or 
successors  in  interest  if  such  property  is  not 
required  for  the  alignment  chosen  after 
public  hearings  and  completion  of  the  envi- 
ronmental docimient.". 

(c)  Section  4651  of  title  42,  United  States 
Code,  is  amended  as  follows: 


(1)  Insert  after  "programs"  in  the  first 
sentence  the  following  "to  promote  joint 
projects  between  States  and  landowners  and 
other  entities  in  order  to  maximize  Federal 
and  State  dollars". 

(2)  Insert  new  paragraph  (10)  as  follows: 
"(10)  Promotion  of  joint  projects  wherein 

private  citizens  and  other  governmental  en- 
tities participate  In  the  cost  through  land 
donations  and/or  financial  contributions  is 
consistent  with  Federal  policy  and  should 
be  encouraged  by  all  Federal  agencies.  To 
this  end  donations  of  right-of-way  and/or  fi- 
nancial contributions  by  a  State  or  other  po- 
litical subdivision,  or  any  person  is  permissi- 
ble.". 

(d)  Notwithstanding  any  other  provision 
of  law,  the  fair  market  value  of  any  lands 
which  have  been  or  in  the  future  are  donat- 
ed or  dedicated  to  the  SUte  of  California 
necessary  for  the  right-of-way  for  relocation 
and  construction  of  California  SUte  Route 
73  in  Orange  County,  California,  from  its 
interchange  with  Interstate  Route  1-405  to 
its  interchange  with  Interstate  Route  1-5 
shall  be  included  as  a  part  of  the  cost  of 
such  relocation  and  construction  project 
and  shall  be  credited  first  toward  payment 
of  the  non-Federal  share  of  the  cost  of  such 
relocation  and  construction  project.  If  the 
fair  market  value  of  such  lands  exceeds  the 
non-Federal  share  of  such  relocation  and 
construction  project,  then  the  excess 
amount,  upon  the  request  of  the  SUte  of 
California,  shall  be  credited  toward  the  non- 
Federal  share  of  the  cost  of  any  other 
project  on  the  Federal-aid  system  in  the 
State  of  California.  To  further  the  purposes 
of  this  section  and  section  323  of  title  23, 
United  SUtes  Code,  any  recorded  irrevoca- 
ble offer  of  dedication  or  donation  of  prop- 
erty within  the  right-of-way  shall  be  consid- 
ered as  part  of  the  State  right-of-way  acqui- 
sition for  purposes  of  this  section  if  such 
offer  is  irrevocable  and  effective  no  later 
than  such  time  as  the  State  of  California  re- 
quests final  reimbursement  for  the  Federal 
share.  In  no  case  shall  the  amount  of  Feder- 
al-aid reimbursement  to  the  State  of  Cali- 
fornia on  account  of  such  relocation  and 
construction  project  exceed  the  actual  cost 
to  the  State  for  such  project. 

PROHIBITION  AGAINST  DISCLOSOHE  AND  ADMIS- 
SION AS  EVIDENCE  OF  STATE  REPORTS  AND 
SURVEYS 

Sec.  126.  Chapter  4  of  title  23,  United 
States  Code,  is  amended  by  adding  section 
409  as  follows: 

"§  409.  Reports,  surveys;  disclosures;  admission  as 
evidence 

Notwithstanding  any  other  provision  of 
law,  reports,  surveys,  schedules,  lists,  or 
daU  compiled  with  the  purpose  of  identify- 
ing, evaluating,  or  planning  the  safety  en- 
hancement of  potential  accident  sites,  haz- 
ardous roadway  conditions,  or  rail-highway 
crossings,  pursuant  to  sections  130,  144,  and 
152  of  title  23.  United  SUtes  Code,  or  for 
the  development  of  any  highway  safety  con- 
struction Improvement  project  which  may 
be  implemented  utilizing  Federal-aid  high- 
way funds  shall  not  be  admitted  into  evi- 
dence in  Federal  or  State  court,  or  consid- 
ered for  other  purposes,  in  any  action  for 
damages  arising  from  any  [matter]  occur- 
rence at  a  location  mentioned  or  addressed 
in  such  reports,  surveys,  schedules,  lists  or 
daU.". 

BUY  AMERICA 

Sec.  127.  Section  165(a)  of  the  Surface 
TransporUtion  Assistance  Act  of  1982  is 
amended  to  read  as  follows: 


■Notwithstanding  any  other  provision  of 
law.  the  Secretary  of  TransporUtion  shall 
not  obligate  any  funds  authorized  to  be  ap- 
propriated by  this  Act  or  by  any  Act  amend- 
ed by  this  Act  or.  after  the  date  of  enact- 
ment of  this  Act.  any  funds  authorized  to  be 
appropriated  to  carry  out  this  Act,  title  23, 
United  States  Code,  the  Urban  Mass  Trans- 
portation Act  of  1964.  or  the  Surface  Trans- 
portation Assistance  Act  of  1978  and  admin- 
istered by  the  Department  of  Transporta- 
tion, for  projects  whose  total  cost  exceed 
$500,000,  unless  steel  and  manufactured 
products  used  in  such  projects  are  produced 
in  the  United  SUtes.". 

REGULATION  OP  TOLLS 

Sec.  128.  (a)  Section  4  of  the  General 
Bridge  Act  of  1906  (34  Stat.  85.  33  U.S.C. 
494).  as  amended,  is  further  amended  by  de- 
leting the  last  sentence  thereof. 

(b)  Section  17  of  the  Act  of  June  10.  1930 
(46  Stat.  552.  33  U.S.C.  498a).  as  amended,  is 
repealed. 

(c)  Section  1  of  the  Act  of  June  27,  1930 
(46  SUt.  821.  33  U.S.C.  498b).  as  amended,  is 
repealed. 

(d)  Sections  1-5  of  the  Act  of  August  21, 
1935  (49  SUt.  670,  33  U.S.C.  503-507).  as 
amended,  are  repealed. 

(e)  Sections  503  and  506  of  the  General 
Bridge  Act  of  1946  (60  SUt.  847,  848,  33 
U.S.C.  526.  529).  as  amended,  are  repealed. 

(f)  Section  133  of  Public  Law  93-87  (87 
Stat.  267,  33  U.S.C.  526a)  is  repealed. 

(g)  Section  6  of  the  International  Bridge 
Act  of  1972  (86  SUt.  732.  33  U.S.C.  535d)  is 
repealed. 

(h)  Section  6(g)(4)  of  the  Department  of 
Transportation  Act  (80  SUt.  937.  49  U.S.C. 
1655(g)(4))  is  repealed. 

(i)  Tolls  for  passage  or  transit  over  any 
bridge  constructed  under  the  authority  of 
the  Bridge  Act  of  1906.  as  amended,  the 
General  Bridge  Act  of  1946.  as  amended, 
and  the  International  Bridge  Act  of  1972. 
shall  be  just  and  reasonable. 

[MASS  TRANSIT  ACCOUNT  MINIMUM  ALLOCATION 

[Sec  129.  (a)  Notwithstanding  any  other 
provision  of  law.  as  soon  as  is  practicable  in 
each  fiscal  year,  commencing  with  the  fiscal 
year  ending  September  30.  1987.  the  Secre- 
tary shall  allocate  among  the  States  from 
the  appropriations  made  from  the  Mass 
Transit  Account  of  the  Highway  Trust  Fund 
for  such  fiscal  year,  amounts  sufficient  to 
insure  that  a  SUte's  percentage  of  total  al- 
locations from  the  Mass  Transit  Accoimt  for 
such  fiscal  year,  shall  not  be  less  than  85 
per  centum  of  the  percentage  of  estimated 
tax  payments  attributable  to  highway  users 
in  that  SUte  paid  into  the  Mass  Transit  Ac- 
count in  the  latest  fiscal  year  for  which  data 
are  available.  For  purposes  of  this  section  a 
State  is  any  one  of  the  50  States  and  the 
District  of  Columbia. 

[(b)  Notwithstanding  any  other  provision 
of  law.  amounts  allocated  pursuant  to  sub- 
section (a)  of  this  section  shall  be  available 
for  obligation  when  allocated  for  the  fiscal 
year  in  which  allocated  plus  the  three  suc- 
ceeding fiscal  years,  shall  be  subject  to  the 
appropriate  provisions  of  title  23,  United 
SUtes  Code,  and  the  Urban  Mass  Transpor- 
tation Act  of  1964,  as  amended,  as  deter- 
mined by  the  Secretary  of  Transportation, 
and  shall  be  available  for  obligation  for  any 
projects  authorized  by  the  Urban  Mass 
TransporUtion  Act  of  1964,  as  amended, 
and  for  highway  construction  projects  on 
any  public  road.] 
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INDIAN  EMPLOYMENT  AND  CONTRACTINO 

Sec.  129.  Section  140  of  tiUe  23,  UniUd 
States  Code,  is  amended  by  adding  the  fol- 
lowing: 

"(d>  Consistent  with  section  703(iJ  of  the 
CivU  Rights  Act  of  1964,  Public  Law  88-352, 
78  Stat  241,  July  2.  1964,  nothing  in  this 
section  shall  preclude  the  preferential  em- 
ployment of  Indians  living  on  or  near  a  res- 
ervation on  projects  and  contracts  on 
Indian  reservation  roads.  The  Secretary 
stiall  cooperate  loith  Indian  tribal  govern- 
ments and  the  States  to  implement  this  sub- 
section. ". 

DISADVANTAGED  BUSINESS  ENTERPRISE  PROGRAM 

Sec.  130.  (a)  Contracting  Goal.— Except 
as  the  Secretary  determines  otherwise,  not 
less  than  10  per  centum  of  the  amounts  au- 
thorized to  be  appropriated  under  this  title 
or  obligated  under  title  1  of  Public  Law  97- 
424  after  the  effective  date  of  this  Act  shall 
be  expended  with  small  business  concerns 
owned  and  controlled  by  socially  and  eco- 
nomically disadvantaged  individuals. 

(b)  Depinitions.— For  the  purposes  of  this 
section: 

(1)  "disadvantaged  business  enterprise" 
means  a  small  business  concern  owned  and 
controlled  by  socially  and  economically  dis- 
advantaged individuals; 

(2)  "small  business  concern"  is  defined  by 
section  3  of  the  Small  Business  Act  (15 
U.S.C.  632).  except  that  a  small  business 
concern  shall  not  include  any  concern  or 
group  of  concerns  controlled  by  the  same 
socially  and  economically  disadvantaged  in- 
dividual or  individuals  which  has  annual  av- 
erage gross  receipts  in  excess  of  $10  million, 
as  adjusted  by  the  Secretary  for  inflation; 
and 

(3)  "socially  and  economically  disadvan- 
taged individuals"  Ls  defined  by  section 
8(d)(2KC)  of  the  Small  Business  Act  (15 
U.S.C.  637(dK2)(C),  except  that  women 
shaU  be  presumed  to  be  socially  and  eco- 
nomically disadvantaged  Individuals. 

(c)  Technical  Assistance.— Amounts  ex- 
pended for  technical  assistance  to  benefit 
disadvantaged  business  enterprises  may  be 
used  to  meet  up  to  10  per  centum  of  the 
amounts  required  to  be  expended  on  a  con- 
tract or  subcontract  with  a  disadvantaged 
business  enterprise  under  the  provisions  of 
this  section. 

(d)  Uniform  Certification.— The  Secre- 
tary shall  establish  minimum  uniform  crite- 
ria for  State  governments  to  use  in  certify- 
ing whether  a  concern  is  a  disadvantaged 
business  enterprise  for  the  purptoses  of  this 
section.  Such  minimum  uniform  criteria 
shall  include  but  not  be  limited  to  on-site 
visits,  personal  interviews,  licenses,  analysis 
of  stock  ownership,  listing  of  equipment, 
analysis  of  bonding  capacity,  listing  of  work 
completed,  resume  of  principal  owners,  fi- 
nancial capacity,  and  type  of  work  pre- 
ferred. 

(e)  Level  of  Effort  by  Subcontractors.— 
(1)  Amounts  expended  with  a  disadvan- 
taged business  enterprise  for  subcontracting 
work  shall  not  be  used  to  meet  any  pari  of 
the  goal  established  by  this  section  unless 
such  enterprise  performs  with  its  own  orga- 
nization subcontract  work  amounting  to  not 
less  than  30  per  centum  of  the  subcontract 
price  not  including  materials  and  supplies. 

(2)  A  State  government  may  reduce  the  30 
per  centum  requirement  of  paragraph  (1) 
for  a  particular  contract  if  it  determines 
that  such  a  reduction  would  be  in  the  public 
interest  and  that  the  level  of  effort  by  the 
disadvantaged  business  enterprise  is  consist- 
ent with  Industry  practice  by  subcontractors 
for  the  type  of  work  involved. 


(3)  Except  for  contracting  arrangements 
approved  in  advance  by  the  State  govern- 
ment, any  payments  from  a  disadvantaged 
business  enterprise  to  the  prime  contractor 
or  any  affiliate  shall  not  be  used  to  meet 
any  pari  of  the  goal  established  by  this  sec- 
tion. 

(f)  Prime  Contracts.— Except  as  the  Sec- 
retary determines  otherwise,  amounts  equal 
to  not  less  than  5  per  centum  in  1988.  not 
less  than  7  per  centum  in  1989  and  not  less 
than  10  per  centum  in  1990.  of  the  goal  es- 
tablished by  this  section  for  a  State  shaU  be 
expended  on  contracts  directly  between  a 
State  government  and  a  disadvantaged  busi- 
ness enterprise. 

(g)  Applicability.— Section  105(f)  of 
Public  Law  97-424  shall  not  apply  to 
amounts  authorized  under  title  1  of  such 
Act  and  obligated  after  the  effective  date  of 
this  Act. 

RELEASE  OF  CONDITION  RELATING  TO 
CONVEYANCE  OF  A  CERTAIN  HIGHWAY 

Sec.  131.  Notwithstanding  paragraph  (1) 
of  subsection  (b)  of  section  146  of  the  Feder- 
al-Aid Highway  Act  of  1970  (84  Stat.  1739) 
and  any  agreement  entered  into  under  such 
subsection,  no  conveyance  of  any  road  or 
portion  thereof  shall  be  required  to  be  made 
under  such  paragraph  or  agreement  to  the 
State  of  Maryland  and  the  State  of  Mary- 
land shall  not  be  required  to  accept  convey- 
ance of  any  such  road  or  portion.  Funds  au- 
thorized by  such  section  may  be  obligated 
and  expended  without  regard  to  any  re- 
quirement of  such  paragraph  or  agreement 
that  such  conveyance  be  made. 

WASTE  ISOLATION  PILOT  PROJECT 

Sec.  132.  For  the  fiscal  year  ending  Sep- 
tember 30,  1986,  and  thereafter,  there  is  au- 
thorized to  be  appropriated  $58,000,000  to 
remain  available  until  expended  for  the  up- 
grading of  certain  highways  in  the  State  of 
New  Mexico  for  the  transportation  of  nucle- 
ar waste  generated  during  defense-related 
activities. 

OBLIGATION  LIMITATION 

Sec.  133.  (a)  Notwithstanding  any  other 
provisions  of  law,  the  total  of  all  obligations 
for  Federal-aid  highways  and  highway 
safety  construction  programs  shall  not 
exceed— 

(1)  $12,350,000,000  for  fiscal  year  1987; 

(2)  $12,350,000,000  for  fiscal  year  1988; 

(3)  $12,350,000,000  for  fiscal  year  1989; 
and 

(4)  $12,350,000,000  for  fiscal  year  1990. 
These  limitations  shall  not  apply  to  obliga- 
tions for  emergency  relief  imder  section  125 
of  title  23,  United  States  Code,  and  projects 
under  section  157  of  title  23,  United  States 
Code. 

(b)  For  each  of  the  fiscal  years  1987,  1988. 
1989  and  1990.  the  Secretary  of  Transporta- 
tion shall  distribute  the  limitation  imposed 
by  subsection  (a)  by  allocation  in  the  ratio 
which  sums  authorized  to  be  appropriated 
for  Federal-aid  highways  and  highway 
safety  construction  which  are  apportioned 
or  allocated  to  each  State  for  such  fiscal 
year  bears  to  the  total  of  the  sums  author- 
ized to  be  appropriated  for  Federal-aid  high- 
ways and  highway  safety  construction 
which  are  apportioned  or  allocated  to  all 
the  States  for  such  fiscal  year. 

(c)  During  the  period  October  1  through 
December  31,  1986.  no  State  shall  obligate 
more  than  35  per  centum  of  the  amount  dis- 
tributed to  such  State  under  subsection  (b) 
for  fiscal  year  1987.  and  the  total  of  all 
State  obligations  during  such  period  shsdl 
not  exceed   25   per  centum   of   the   total 


amount  distributed  to  all  States  under  such 
subsection  for  such  fiscal  year. 

(d)  Notwithstanding  subsections  (b)  and 
(c),  the  Secretary  shall— 

(1)  provide  all  SUtes  with  authority  suffi- 
cient to  prevent  lapses  of  sums  authorized 
to  be  appropriated  for  Federal-aid  highways 
and  highway  safety  construction  which 
have  been  apportioned  or  allocated  to  a 
SUte; 

(2)  after  "August  1  of  each  of  the  fiscal 
years  1987.  1988,  1989,  and  1990  revise  a  dis- 
tribution of  the  funds  made  available  under 
subsection  (b)  for  such  fiscal  year  if  a  State 
will  not  obligate  the  amount  distributed 
during  such  fiscal  year  and  redistribute  suf- 
ficient amounts  to  those  States  able  to  obli- 
gate amounts  in  addition  to  those  previously 
distributed  during  such  fiscal  year  giving 
priority  to  those  States  having  large  unobli- 
gated balances  of  funds  apportioned  under 
section  104  of  title  23,  United  SUtes  Code, 
and  giving  priority  to  those  States  which, 
because  of  statutory  changes  made  by  the 
Surface  Transportation  Assistance  Act  of 
1982  and  the  Federal-Aid  Highway  Act  of 
1981.  have  experienced  substantial  propor- 
tional reductions  in  their  apportionments 
and  allocations;  and 

(3)  not  distribute  amounts  authorized  for 
administrative  expenses.  Federal  lands  high- 
ways, and  the  Strategic  Highway  Research 
Program. 

HISTORIC  BRIDGES 

Sec.  134.  (a)  Congress  hereby  finds  and  de- 
clares it  to  be  in  the  national  interest  to  en- 
courage the  rehabilitation,  reuse  and  preser- 
vation of  bridges  significant  in  American 
history,  architecture,  engineering  and  cul- 
ture. Historic  bridges  are  important  links  to 
our  past,  serve  as  safe  and  vital  transporta- 
tion routes  in  the  present,  and  can  represent 
significant  resources  for  the  future. 

(b)  The  Secretary  shall,  in  cooperation 
with  the  State,  implement  the  programs  de- 
scribed in  section  144  of  this  title  in  a 
manner  that  encourages  the  inventory,  re- 
tention, rehabilitation,  adaptive  reuse  and 
future  study  of  historic  bridges. 

(c)  The  Secretary  shall  require  each  State 
to  complete  an  inventory  of  all  bridges  on 
and  off  the  Federal-aid  system  to  determine 
their  historic  significance. 

(d)  Reasonable  costs  associated  with  ac- 
tions to  preserve,  or  reduce  the  impact  of 
the  project  on.  the  historic  integrity  of  his- 
toric bridges  which  continue  to  be  used  for 
motorized  vehicular  traffic  shall  be  eligible 
as  reimburseable  project  costs,  including 
projects  authorized  pursuant  to  section  144 
of  [thisl  title  23,  provided  that  the  load  ca- 
pacity and  safety  features  of  the  resulting 
bridge  are  adequate  to  serve  the  intended 
use  for  the  life  of  the  fecUity.  Funding  pur- 
suant to  section  144  of  this  title  for  actions 
to  preserve,  or  reduce  tlie  impact  of  the 
project  on.  the  historic  integrity  of  historic 
bridges  which  are  no  longer  used  for  motor- 
ized vehicular  traffic  shall  not  exceed  the 
estimated  cost  of  demolition. 

(e)  Any  State  which  proposes  to  demolish 
a  historic  bridge  for  a  replacement  project 
with  funds  made  available  pursuant  to  sec- 
tion 144  of  [thisj  title  23,  shall  make  the 
bridge  available  for  donation  to  a  State,  lo- 
cality, or  responsible  private  entity  provided 
such  State,  locality,  or  responsible  entity 
enters  into  an  agreement  to— 

(1)  maintain  the  bridge  and  the  features 
that  give  it  its  historic  significance  and 

(2)  assume  all  future  legal  and  financial 
responsibility  for  the  bridge,  which  may  in- 
clude an  agreement  to  hold  the  State  high- 
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way  agency  hannless  in  any  liability  action. 
Costs  incurred  by  the  State  to  preserve  the 
historic  bridge,  including  funds  made  avail- 
able to  the  State,  locality,  or  private  entity 
to  enable  it  to  accept  the  bridge,  shall  be  eli- 
gible project  costs  under  chapter  1  of  this 
title  23  up  to  an  amount  not  to  exceed  the 
cost  of  demolition.  Any  bridge  preserved 
pursuant  to  this  subsection  shall  thereafter 
not  be  eligible  for  any  other  funds  author- 
ized pursuant  to  this  title. 

(f)  For  purt>oses  of  this  section,  "historic 
bridge"  means  any  bridge  that  is  listed  on, 
or  eligible  for  listing  on.  the  National  Regis- 
ter of  Historic  Places. 

(g)  The  Secretary  of  Transportation  shall 
make  appropriate  arrangements  with  the 
Transportation  Research  Board  of  the  Na- 
tional Research  Council  to  carry  out  a  study 
of  the  section  144  bridge  program's  effect  on 
the  preservation  and  rehabilitation  of  his- 
toric bridges.  The  Transportation  Research 
Board  shall  also  develop  recommendations 
of  specific  standards  which  shall  apply  only 
to  the  rehabilitation  of  historic  bridges,  and 
shall  provide  an  analysis  of  any  other  fac- 
tors which  would  serve  to  enhance  the  reha- 
biliUtion  of  historic  bridges. 

FOREST  HIGHWAYS 

Sec.  135.  Notwithstanding  section  202(a) 
of  title  23.  United  States  Code,  the  Secre- 
tary of  Transportation  shall,  after  making 
the  transfer  provided  by  section  204(g)  of 
title  23.  United  States  Code,  on  October  1. 
of  each  of  the  fiscal  years  ending  September 
30,  1987.  September  30,  1988,  September  30. 
1989,  and  September  30,  1990,  allocate  66 
per  centum  of  the  remainder  of  the  authori- 
zation for  forest  highways  provided  for  that 
fiscal  year  by  this  Act  in  the  same  percent- 
age as  the  amounts  allocated  for  expendi- 
ture in  each  State  and  the  Commonwealth 
of  Puerto  Rico  from  funds  authorized  for 
forest  highways  for  the  fiscal  year  ending 
June  30,  1958,  adjusted  to  (1)  eliminate  the 
0.003,243.547  per  centum  for  the  State  of 
Iowa  to  the  State  by  deed  executed  May  26, 
1964,  and  (2)  redistribute  the  above  percent- 
age formerly  apportioned  to  the  State  of 
Iowa  for  other  participating  States  on  a  pro- 
portional basis.  The  remaining  funds  au- 
thorized to  be  appropriated  for  forest  high- 
ways for  such  fiscal  years  shall  be  allocated 
pursuant  to  section  202(a)  of  title  23,  United 
States  Code. 

WILDPLOWERS 

Sec.  136.  Section  319  of  title  23,  United 
States  Code,  is  amended  by  inserting  an 
"(a)"  after  section  319  and  inserting  the  fol- 
lowing new  subsection: 

"(b)  The  Secretary  shall  require  the  plant- 
ing of  native  wildflower  seeds  and/or  seed- 
lings as  part  of  any  landscaping  project 
under  this  section.  At  least  one-quarter  per 
centum  of  the  funds  expended  for  landscap- 
ing projects  shall  be  used  for  such  plantings. 
The  requirements  of  this  subsection  may  be 
waived  by  the  Secretary  if  the  State  certi- 
fies that  such  native  wildflowers  or  seed- 
lings caimot  be  grown  satisfactorily  or 
planting  areas  are  limited  or  otherwise  used 
for  agricultural  purposes.  Nothing  in  this 
subsection  shall  be  construed  to  prohibit 
the  acceptance  of  native  wildflower  seeds  or 
seedlings  donated  by  civic  organizations  or 
other  organizations  and  individuals  to  be 
used  in  landscaping  projects.". 

COICBINED  ROAD  PLAN  DEMONSTRATION 
PROGRAM 

Sec.  137.  (a)  The  Secretary  of  Transporta- 
tion, in  cooperation  with  up  to  10  States, 
shall  conduct  a  Combined  Road  [Program! 
Plan  Demonstration  to  test  the  feasibility 


of  approaches  for  combining,  streamlining 
and  increasing  the  flexibility  in  the  adminis- 
tration of  the  Federal-aid  secondary.  Feder- 
al-aid urb£in  and  off-system  urban  and  sec- 
ondary bridge  programs.  The  demonstration 
shall  place  as  much  responsibility  as  feasi- 
ble with  State  and  local  governments  includ- 
ing, but  not  limited  to,  the  granting  of 
design  exceptions  and  the  conduct  of  final 
inspections. 

(b)  As  soon  as  is  practicable,  upon  comple- 
tion of  the  demonstration  project,  the  Sec- 
retary of  Transportation  shall  submit  a 
report  to  the  Congress  evaluating  the  effec- 
tiveness of  the  demonstration  and  making 
needed  recommendations. 

CALIFORNIA  EMERGENCY  RELIEF 

Sec  138.  Section  125(b)  of  title  23.  United 
States  Code,  is  amended  by  inserting  after 
"$30,000,000"  the  following:  "(or 
$100,000,000  with  respect  to  natural  disas- 
ters and  catastrophic  failures  occurring  in 
calendar  year  1986)". 

PRIORITY  PROJECTS 

Sec.  139.  (al  Notwithstanding  any  other 
provisions  of  title  23  pertaining  to  the  trans- 
fer of  Federal-aid  program  funds,  the  Secre- 
tary of  Transportation  shall  carry  out  the 
following  projects  if  requested  by  a  State 
highway  department  and  if  designated  as 
part  of  a  Federal-aid  systerru 

(1)  The  Broadway-Chinden  Connector  in 
Idaho,  connecting  Interstate- 184  with 
Broadway  Avenue,  to  increase  the  access  to 
downtown  Boise  and  the  Interstate; 

(2)  U.S.  59  Highway  Corridor  in  Texas, 
from  Texarkana  to  Houston  to  Beeville; 

(31  The  Brunswick-Topsham  Bypass  in 
Maine,  a  limited  access  highway  providing 
increased  access  from  Interstate  95  to 
Brunswick  Naval  Air  Station  and  Bath  Iron 
Works; 

(4)  The  Long  Island  Expressway  Fourth 
Lane  Study  to  examine  the  feasibility  of 
adding  a  fourth  lane  in  each  direction  to  I- 
495  in  New  York; 

(5)  The  Nassau  Expressway  in  New  York, 
extending  from  Bumside  Avenue  to  Broad- 
way; 

(6)  The  Westchester  Parkway  in  New  York, 
to  widen  the  segment  between  the  Hbw- 
thome  Interchange  and  Washburn  Road,  re- 
construct the  southbound  lanes  in  the  vicin- 
ity of  Pleasantville  Road,  and  reconstruct 
the  Pleasantville  Road  interchange; 

(7)  The  Lockport  Expressway  in  New  York, 
to  relocate  the  terminus  of  the  Lockport  Ex- 
pressway (1-990)  and  construct  an  inter- 
change at  its  new  terminus  at  Millersport 
Highway  in  Erie  County.  New  York; 

(8)  The  Sunrise  Highway  in  New  York, 
from  Wheeler  Road  to  Veterans'  Memorial 
Highway  in  the  Town  of  Islip.  Suffolk 
County,  New  York; 

(9)  The  Southern  Tier  Expressway  in  Steu- 
ben County,  New  York 

(10)  Fuhrman  Boulevard,  an  access  road 
which  parallels  Lake  Erie  along  the  outer 
harbor  in  the  City  of  Buffalo,  New  York' 

(11)  Access  highways  to  public  recreation 
areas  on  certain  lakes  and  State  parks  in 
order  to  accommodate  present  and  projected 
traffic  density— 

(A)  Morton  County:  tl.8  million  for  bridge 
replacement  and  access  road  to  Sweetbriar 
and  Crown  Butte  Lakes,  North  Dakota; 

(B)  Mercer  County:  S1.2  million  for  access 
road  to  Hazen  Bay,  Lake  Sakakawea,  North 
Dakota; 

(C)  Ransom  County:  $3.0  million  for 
access  road  to  Fort  Ransom  State  Park, 
North  Dakota; 


(D)  Benson/Ramsey  Counties:  $3. 7  million 
for  access  road  to  Tri-County  Park.  Devils 
Lake  Recreation  Areas,  North  Dakota; 

(E)  Mountrail  County:  $2.8  million  for 
access  road  to  Parshall  Bay,  Lake  Sa- 
kakawea, North  Dakota; 

(F)  Emmons    County:    $5.9    million 


for 

access  road  to  Lake  Oahe  and  numerous 
bays.  North  Dakota; 

(G)  McKemie  County:  $.8  million  for 
access  road  to  several  bays  on  Lake  Sa- 
kakawea near  the  city  of  Charlson,  North 
Dakota; 

(H)  Grand  Forks  County:  $.8  million  for 
access  road  to  Larimore  Dam  Recreation 
Areas,  North  Dakota; 

(I)  Grand  Forks  County:  $1  million  for 
access  road  to  Fordville  Dam  Recreation 
Area,  North  Dakota; 

(J)  Steele  County:  $1.6  million  for  access 
road  to  Golden  Lake  Recreation  Areas, 
North  Dakota; 

(K)  McKemie  County:  $.8  million  for 
■access  road  to  several  bays  on  Lake  Sa- 
kakawea near  U.S.  Highway  85  south  of  the 
City  of  Williston,  North  Dakota; 

(L)  Bottineau/Renville  Counties:  $1.6  mil- 
lion for  access  road  to  U.S.  Fish  and  Wild- 
life Lake  Darling  Refuge,  North  Dakota;  and 

(M)  Mountrail  County:  $.6  million  for 
access  road  to  Van  Hook  Bay,  Lake  Sa- 
kakawea, North  Dakota,' 

(12)  Stark/Hettinger  Counties:  $8.1  mil- 
lion for  secondary  road  improvements  serv- 
ing a  regional  grain  terminal  at  Gladstone, 
North  Dakota; 

(13)  For  a  new  route  from  Los  Alamos, 
New  Mexico  to  Santa  Fe,  New  Mexico; 

(14)  For  work  on  U.S.  70  in  the  State  of 
New  Mexico  from  Las  Cruces,  New  Mexico  to 
Texico,  New  Mexico; 

(15)  A  project  on  the  Federal-aid  urban 
system  between  a  railroad  line  and  a  high- 
way in  the  vicinity  of  Moorhead,  Minnesota; 

(16)  A  highway  project  in  Pine  CHty,  Min- 
nesota, to  construct  an  interchange  between 
a  highway  on  the  Interstate  System  and  a 
county  Slate-aid  highway; 

(1 7)  A  reconstruction  of  an  access  road  to 
Voyageurs  National  Park.  Minnesota; 

(18)  A  highway  project  for  the  construc- 
tion of  an  access  road  from  County  Road 
413  in  St.  Louis  County.  Minnesota,  to  a  rec- 
reational complex  on  the  Bois  Forte  Chippe- 
wa Reservation  (Vermilion  Sector); 

(19)  A  project  for  the  design  and  site  loca- 
tion for  the  replacement  of  the  Bloomington 
Ferry  Bridge,  located  in  Hennepin  and  Scott 
Counties,  Minnesota;  and 

(20)  A  project  for  construction  of  a  high- 
way connecting  Aurora-Hoyt  Lakes  and 
Silver  Bay,  Minnesota. 

(b)  Each  fiscal  year  before  making  any  ap- 
portionment, the  Secretary  of  Transporta- 
tion shall  approve  from  a  State's  apportion- 
ments under  sections  104.  130.  144,  and  152. 
of  title  23,  United  States  Code,  such  sums 
that  may  be  requested  by  a  State  highway 
department  to  carry  out  projects  required  by 
this  section  in  that  State.  A  State  highway 
department  shall  designate  the  apportion- 
Tnents  from  which  sums  are  to  be  approved 
The  Federal  share  payable  for  sums  ap- 
proved from  apportionments  provided  in 
paragraphs  104(d)(1)(A)  and  104(d)(1)(B) 
shall  not  exceed  the  share  provided  in  sub- 
section 120(c)  of  title  23.  United  States  Code; 
from  apportionments  provided  in  para- 
graphs 104(d)(1)(C),  104(d)(2)  and  104(d)(3) 
shall  not  exceed  the  share  provided  in  sub- 
section 120(a)  of  title  23,  United  States 
Code;  from  apportionments  provided  in  sub- 
section 130(f)  shall  not  exceed  the  share  pro- 
vided in  subsection  130(f);  from  apportion- 
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ments provided  in  subsection  144(e)  shall 
not  exceed  the  share  provided  in  subsection 
144(fJ;  and  from  apportionments  provided 
in  subsection  152(e)  shall  not  exceed  the 
share  provided  in  subsection  152(d).  Funds 
approved  under  this  section  shall  be  avail- 
able for  obligation  in  the  same  manner  as  if 
apportioned  under  chapter  1  of  title  23, 
United  States  Code,  and  shall  be  available 
until  expended.  Funds  in  excess  of  the 
amounts  needed  to  complete  a  project  shall 
be  returned  to  the  appropriate  apportion- 
ment 

NEW  JERSEY-PENNSYLVANU  TOLL  COMPACT, 

DELA  WARE  RIVER  JOINT  TOLL  BRJDOE 

COMMISSION 

Sec.  140.  la)  Obugation  To  Repay  Federal 
Funds  Invested  on  1-80.— 

(1)  The  Delaware  River  Joint  Toll  Bridge 
Commission  (hereinafter  in  this  section  re- 
ferred to  as  the  "Commission"),  in  conjunc- 
tion with  the  State  highway  agencies  of  the 
Commonwealth  of  Pennsylvania  and  of  the 
State  of  New  Jersey,  shall  enter-  into  an 
agreement  with  the  Secretary  of  Transporta- 
tion to  repay  to  the  Treasury  of  the  United 
States  any  Federal  funds  which  previously 
have  been  obligated  or  otherwise  expended 
by  the  Federal  Government  with  respect  to 
the  Delaware  Water  Gap  Bridge  on  1-80. 
Such  repayment  shall  be  credited  to  the 
Highway  Trust  Fund, 

(2)  Upon  such  repayment,  such  States  and 
the  Commission  shall  be  free  of  all  restric- 
tions contained  in  title  23,  United  States 
Code,  and  any  regulation  or  agreement 
thereunder,  with  respect  to  the  collection  or 
imposition  of  tolls  or  other  charges  for  such 
bridge  or  the  tise  thereof. 

(b)  Agreement  To  Construct  1-78  Bridge 
AS  A  Toll  Bridge.— If  the  Commonwealth  of 
Pennsylvania,  the  State  of  New  Jersey,  and 
the  Commission  determine  to  operate  the 
uncompleted  bridge  under  construction  in 
the  vicinity  of  Easton,  Pennsylvania,  and 
Phillipsburg,  New  Jersey,  on  1-78  as  a  toll 
bridge,  such  States,  the  Commission,  and  the 
Secretary  of  Transportation  shall  enter  into 
an  agreement  with  respect  to  such  1-78 
bridge  project  as  provided  in  section  129  of 
title  23,  United  States  Code,  notwithstand- 
ing the  requirements  of  section  301  of  such 
title  or  any  existing  agreement 

(c)  Commission's  Authority  To  Charge 
Tolls;  Right  of  Review  by  Federal  Agen- 
cies Preserved.— The  Commission's  author- 
ity to  fix,  charge,  or  collect  any  fees,  rentals, 
tolls,  or  other  charges  shall  be  as  provided  in 
its  Compact  supplements  thereto  and  the 
supplemental  agreement  described  and  con- 
sented to  in  subsection  (f),  but  paragraph  (c) 
of  the  supplemental  agreement  described 
and  consented  to  in  subsection  (f)  shall  not 
be  construed  to  eliminate  the  necessity  for 
review  and  approval  by  any  Federal  agency, 
as  may  be  required  under  applicable  Federal 
law,  to  determine  that  the  tolls  charged  by 
the  Commission  are  reasonable  and  just 
consistent  with  the  Commission's  responsi- 
bilities under  its  Compact  supplements 
thereto  aTid  the  supplemental  agreement  de- 
scribed and  consented  to  in  subsection  If). 

(d)  Congressional  Consent  Not  Granted 
TO  Tolls  on  Existing  Nontoll  Bridges.- 
Nothing  in  this  section  shall  be  construed  to 
grant  congressional  consent  to  the  imposi- 
tion of  tolls  by  the  Commission  on  any  exist- 
ing and  operating  bridge  under  the  Commis- 
sion's jurisdiction  on  which  tolls  were  not 
charged  and  collected  on  January  1,  1986. 

(e)  Congressional  Approval  Not  Applica- 
ble to  1-895  Corridor.— Nothing  in  this  sec- 
tion shall  constitute  congressional  approval 
to  construct  any  additional  toll  bridge  in 
the  previously  designated  1-895  corridor. 


(f)  Consent  of  Congress  to  Supplemental 
Agreement  Concerning  Authority  of  Com- 
mission.- 

(1)  The  consent  of  the  Congress  is  hereby 
given  to  the  supplemental  agreement  de- 
scribed in  paragraph  (2),  concerning  the 
Delaware  River  Joint  Toll  Bridge  Commis- 
sion, which  agreement  has  been  enacted  by 
the  Commonwealth  of  Pennsylvania  on  De- 
cember 18,  1984,  as  Act  206,  laws  of  1984, 
and  by  the  State  of  New  Jersey  on  October 
21,  1985,  as  Public  Law  1985,  chapter  342. 

(2)  The  agreement  referred  to  in  paragraph 
ID  reads  substantially  as  follows: 

"SUPPLEMENTAL  AGREEMENT  BETWEEN  THE  COM- 
MONWEALTH OF  PENNSYLVANIA  AND  THE  STATE 
OF  NEW  JERSEY 

"Supplementing  the  Compact  or  Agree- 
ment Entitled  Agreement  Between  the  Com- 
monwealth of  Pennsylvania  and  the  State  of 
New  Jersey  Creating  the  Delaware  River 
Joint  Toll  Bridge  Commission  as  a  Body 
Corporate  and  Politic  and  Defining  its 
Powers  and  Duties,  as  Heretofore  Amended 
and  Supplemented,  to  Establish  the  Pur- 
poses for  Which  the  Commission  May  Fix, 
Charge,  and  Collect  Tolls,  Rates,  Rents,  and 
Other  Charges  for  the  Use  of  Commission 
Facilities  and  Properties  ". 

"The  Commonwealth  of  Pennsylvania  and 
the  State  of  New  Jersey  do  solemnly  cov- 
enant and  agree,  each  unth  the  other,  as  fol- 
lows: 

"laXD  Notwithstanding  any  other  provi- 
sion of  the  compact  hereby  supplemented,  or 
any  provision  of  law.  State  or  Federal  to  the 
contrary,  as  soon  as  the  existing  outstand- 
ing bonded  indebtedness  of  the  commission 
shall  be  refunded,  defeased,  retired,  or  other- 
wise satisfied  and,  thereafter,  the  commis- 
sion may  fix,  charge,  and  collect  tolls,  rates, 
rents,  and  other  charges  for  the  use  of  any 
commission  facility  or  property  and  in  ad- 
dition to  any  purpose  now  or  heretofore  or 
hereafter  authorised  for  which  the  revenues 
from  such  tolls,  rates,  rents,  or  other  charges 
may  be  applied,  the  commission  is  author- 
ized to  apply  or  expend  any  such  revenue  for 
the  management  operation,  maintenance, 
betterment  reconstruction,  or  replacement 
la)  of  the  existing  non-toll  bridges,  formerly 
toll  or  otherwise,  over  the  Delaware  River 
between  the  State  of  New  Jersey  and  the 
Commonwealth  of  Pennsylvania  heretofore 
acquired  by  the  comlnission  pursuant  to  the 
provisions  of  the  act  of  the  State  of  New 
Jersey  approved  April  1,  1912  iC^hapter  297), 
and  all  supplements  and  amendments  there- 
to, and  the  act  of  the  Commonwealth  of 
Pennsylvania  approved  May  8,  1919  (Pam- 
phlet Laws  148),  and  all  supplements  and 
amendments  thereto  and  (b)  of  all  other 
bridges  within  the  commission 's  jurisdiction 
and  control  Betterment  shall  include  but 
not  be  limited  to  parking  areas  for  public 
transportation  services  and  all  facilities  ap- 
purtenant to  approved  projects. 

"(2)  The  commission  may  borrow  money 
or  otherwise  incur  indebtedness  and  provide 
from  time  to  time  for  the  issuance  of  its 
bonds  or  other  obligations  for  one  or  more  of 
the  purposes  authorised  in  this  supplemen- 
tal agreement  The  commission  is  author- 
ized to  pledge  its  tolls,  rates,  rents,  and  other 
revenues,  or  any  part  thereof,  as  security  for 
the  repayment  with  interest  of  any  moneys 
borrowed  by  it  or  advanced  to  it  for  any  of 
its  authorized  purposes,  and  as  security  for 
the  satisfaction  of  any  other  obligation  as- 
sumed by  it  in  connection  with  such  loan  or 
advances. 

"13)  The  authority  of  the  commission  to 
fix,  charge,  and  collect  fees,  rentals,  tolls,  or 
any  other  charges  on  the  bridges  within  its 


jurisdiction,    including    the    bridge   at    the 
Delaware  Water  Gap,  is  confirmed. 

"14)  The  covenants  of  the  State  of  New 
Jersey  and  the  Commonwealth  of  Pennsylva- 
nia as  set  forth  in  Article  VI  of  the  compact 
to  which  this  is  a  supplemental  agreement 
shall  be  fully  applicable  to  any  bonds  or 
other  obligations  issued  or  undertaken  by 
the  commission.  Notwithstanding  Article  VI 
or  any  other  provision  of  the  compact  the 
State  of  New  Jersey  and  the  Commonwealth 
of  Pennsylvania  may  construct  a  bridge 
across  the  Delaware  River  in  the  vicinity  of 
Easton,  Pennsylvania,  and  Phillipsburg, 
New  Jersey,  within  10  miles  of  the  existing 
toll  bridge  at  that  location.  All  the  rest  and 
remainder  of  the  compact  as  amended  or 
supplemented,  shall  be  in  full  force  and 
effect  except  to  the  extent  it  is  inconsistent 
with  this  supplemental  agreement 

"lb)  The  commission  is  authorized  to  fix, 
charge,  or  collect  fees,  rentals,  tolls,  or  any 
other  charges  on  the  proposed  bridge  to  be 
constructed  in  the  vicinity  of  Easton,  Penn- 
sylvania, and  Phillipsburg,  New  Jersey,  in 
the  same  manner  and  to  the  same  extent 
that  it  can  do  so  for  other  toll  bridges  under 
its  jurisdiction  and  control  provided  that 
the  United  States  Government  has  approved 
the  bridge  to  be  a  part  of  the  National 
System  of  Interstate  and  Defense  Highways 
with  90  percent  of  the  cost  of  construction  to 
be  contributed  by  the  United  States  Govern- 
ment and  provided  further,  that  the  non- 
Federal  share  of  such  bridge  project  is  con- 
tributed by  the  commission.  The  commis- 
sion is  further  authorized  in  the  same 
manner  and  to  the  same  extent  that  it  can 
do  so  for  all  other  toll  bridges  under  its  ju- 
risdiction and  control  to  fix,  charge,  and 
collect  fees,  rentals,  tolls  or  any  other 
charges  on  any  other  bridge  within  its  juris- 
diction and  control  if  such  bridge  has  been 
constructed  in  part  with  Federal  funds. 

"Ic)  The  consent  of  Congress  to  this  com- 
pact shall  constitute  Federal  approval  of  the 
powers  herein  vested  in  the  commission  a.nd 
shall  also  constitute  authority  to  the  United 
States  Department  of  Transportation  or  any 
successor  agency  and  the  intent  of  Congress 
to  grant  any  Federal  approvals  required 
hereunder  to  permit  the  commission  to  fix, 
charge,  and  collect  fees,  rentals,  tolls,  or  any 
other  charges  on  the  bridges  within  its  juris- 
diction to  the  extent  provided  in  subsections 
la)  and  lb)  and  this  subsection  and  the  com- 
pact 

"Id)  Notwithstanding  the  abot'e  prom- 
sions,  the  commission  shall  not  fix,  charge, 
or  collect  fees,  rentals,  tolls,  or  any  other 
charges  on  any  of  the  various  bridges  for- 
merly toll  or  otherwise  over  the  Delaware 
River  between  the  State  of  New  Jersey  and 
the  Commonwealth  of  Pennsylvania  hereto- 
fore acquired  by  the  commission  pursuant 
to  the  provisions  of  the  Act  of  the  State  of 
New  Jersey  approved  April  1.  1912  (chapter 
297),  and  all  supplements  and  amendments 
thereto,  and  the  Act  of  the  Commonwealth  of 
Pennsylvania  approved  May  8,  1919  IPam- 
phlet  Laws  148),  and  all  supplernents  and 
amendments  thereto. 

"le)  At  any  time  that  the  commission  shall 
be  free  of  all  outstanding  indebtedness,  the 
State  of  New  Jersey  and  the  Commonwealth 
of  Pennsylvania  may,  by  the  enactment  of 
substantially  similar  acts,  require  the  elimi- 
nation of  all  tolls,  rates,  rents,  and  other 
charges  on  all  bridges  within  the  commis- 
sion's jurisdiction  and  control  and,  thereaf- 
ter, all  costs  and  charges  in  connection  with 
the  construction,  management  operation, 
m4iintenance,  and  betterment  of  bridges 
within  the  jurisdiction  and  control  of  the 
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commiaaion  shall  be  the  financial  responsi- 
bUity  of  the  States  aa  provided  by  law. ". 

jrOTVJt  VEHICLE  STUDY 

Sec  141.  (a)  The  Secretary  shaU  enter  into 
appropriate  arrangements  loith  the  TYonj- 
portation  Research  Board  (TRB)  of  the  Na- 
tional Academy  of  Sciences  to  conduct  a 
study  of  those  motor  vehicle  issues  noted  in 
subsection  (b)  of  this  section.  The  TRB  shall 
consult  with  the  Department  of  Transporta- 
tion, the  State  highvniy  administrations,  the 
motor  carrier  industry,  highway  safety 
groups,  and  any  other  appropriate  entities. 

(bJ  The  study  shall  include  an  analysis  of 
the  impacts  of  the  various  positions  that 
have  been  put  forth  with  respect  to  each 
issue.  The  final  report  shall  include  best  esti- 
mates of  the  effects  on  pavement,  bridges, 
and  hi(^u>ay  safety,  and  the  changes  in 
transportation  costs  and  other  measures  of 
productivity  for  various  segments  of  the 
trucking  industry  resulting  from  adoption 
of  each  of  the  positions  identified  and  ana- 
lyzed. Related  issues  of  permitting,  weight 
enforcement,  and  data  availability  and  reli- 
ability shall  be  addressed  as  appropriate. 
The  issues  to  be  addressed  shall  include  but 
not  be  limited  to: 

(1)  Elimiruition  of  existing,  grandfather 
provisions  of  section  127,  title  23,  United 
States  Code,  which  allow  higher  axle  loads 
and  gross  vehicle  weights  than  the  20,000- 
pound  single  axle  load  limit,  34,000-pound 
tandem  axle  load  limit,  and  80,000-pound 
gross  vehicle  weight  limit  maximums  au- 
thorized by  the  Federal-Aid  Highway 
Amendments  of  1974  (Public  Law  93-643), 
including  permits  for  divisible  loads  and 
statutory  provisions  providing  higher 
weights  by  formula,  tolerance  or  statutory 
specification. 

121  Analysis  of  alternative  methods  of  de- 
termining a  gross  vehicle  weight  limit  and 
axle  loadings  for  all  types  of  motor  carrier 
vehicles. 

(3>  Analysis  of  the  bridge  formula  con- 
taitied  in  section  127  of  title  23,  United 
States  Code,  in  view  of  current  vehicle  con- 
figurations, pavement  and  bridge  stresses  in 
accord  with  1986  design  and  construction 
practices,  and  existing  bridges  on  and  off 
the  Interstate  System. 

14)  Establishment  of  a  nationwide  policy 
regarding  the  provisions  of  "reasonable 
access"  to  the  National  Network  for  combi- 
nation vehicles  established  pursuant  to  the 
Surface  Transportation  Assistance  Act  of 
1982. 

(SJ  Recommend  appropriate  treatment  for 
specialized  ftauling  vehicles  which  do  not 
comply  with  the  existing  Federal  bridge  for- 
mula. 

(c)  The  TRB  shall  submit  a  final  report  to 
the  Secretary  and  the  Senate  Environment 
and  Public  Works  Committee  and  the  House 
Puldic  Works  and  Transportation  Commit- 
tee of  the  Congress  on  the  results  of  the 
study  conducted  under  this  section,  not  later 
than  thirty  months  after  appropriate  ar- 
rangements are  entered  into  under  subsec- 
tion (a).  Appropriate  arrangements  shall  be 
concluded  within  six  monttis  from  the  date 
of  passage  of  this  Act 

(d)  There  is  authorized  to  be  appropriated 
to  carry  out  subsection  (a)  of  this  section, 
out  of  the  Highway  Trust  Fund  (other  than 
the  Mass  Transit  Account),  tSOO.OOO  per 
fiscal  year  for  each  of  the  fiscal  years  ending 
September  30,  1987,  and  September  30,  1988. 
Funds  authorized  for  this  section  shall  be 
available  for  obligation  in  the  same  manner 
as  if  apportioned  under  chapter  1  of  title  23, 
United  States  Code,  and  shall  6e  availtMe 
until  expended. 


RAIL-mOHWAV  CROSSINGS  STUDY 

Sec.  142.  (a)  The  Secretary  shall  conduct  a 
study  of  national  highway-railroad  crossing 
improvement  and  maintenance  needs.  The 
Secretary  shall  consult  with  the  State  high- 
toay  administrations,  the  Association  of 
American  Railroads,  highway  safety  groups, 
and  any  other  appropriate  entities  in  carry- 
ing out  this  study. 

(b)  The  issues  to  be  addressed  by  this  study 
shall  include  but  not  be  limited  to: 

(1)  Examine  any  correlation  which  may 
exist  betu>een  existing  conditions  at  cross- 
ings and  accident  data  at  crossings. 

(2)  Examine  existing  hazards  to  motorists 
and  railroad  personnel  and  community  im- 
pacts resulting  from  mobility  and  capacity 
constraints  including  delays  of  police,  fire, 
and  emergency  medical  services. 

(3)  Analysis  of  most  cost  effective  methods 
of  protecting  the  public  at  crossings  includ- 
ing a  review  of  the  impact  of  Federal  funds 
expended  at  crossings;  diiHsion  of  cost  of 
improvements  and  maintenance  between 
Federal,  State,  local  governments  and  rail- 
roads; cost  effectiveness  of  the  Railroad  Re- 
location Demonstration  Program  (section 
163  of  the  Federal-Aid  Highways  Act  of  1973) 
compared  to  the  Railroad-Highway  Cross- 
ings program  (section  203  of  the  Highway 
Safety  Act  of  1973):  and  the  cost  of  upgrad- 
ing existing  equipment  at  crossings  to  the 
latest  technology. 

(4)  Examine  driver  behavior  at  railroad- 
highway  crossings  and  what  technologies 
are  most  effective  in  changing  behavior  and 
preventing  accidents. 

(5)  Examine  what  effect  the  shift  in  rail 
traffic  patterns,  incltiding  atMndonments, 
mergers,  and  increased  demand  in  certain 
corridors)  has  on  railroad-highway  crossing 
needs. 

(6)  Review  any  other  potential  costs  asso- 
ciated with  railroad-highway  crossings  in- 
cluding accident  liability,  increased  truck 
size  and  wieght,  and  maintenance  responsi- 
bilities. 

(c)  The  Secretary  shall  submit  a  final 
report  to  the  Senate  Environment  and 
Public  Works  Committee  and  the  -House 
Public  Works  and  Transportation  Commit- 
tee of  the  Congress  on  the  results  of  the 
study  conducted  under  this  section  along 
xoith  recommendations  of  how  these  needs 
can  be  addressed  in  a  cost  effective  manner, 
not  later  than  twenty-four  months  after  the 
date  of  enactment  of  this  section. 

(d)  There  is  authorized  to  be  appropriated 
to  carry  out  subsection  (a)  of  this  section, 
out  of  the  Highway  Trust  Fund  (other  than 
the  Mass  Transit  Account),  $600,000  for  the 
fiscal  year  ending  September  30,  1987,  to 
remain  available  until  expended  Funds  au- 
thorized for  this  section  shall  be  available 
for  obligation  in  the  same  manner  as  if  ap- 
portioned under  chapter  1  of  title  23,  United 
States  Code,  and  shall  be  available  until  ex- 
pended. 

INTERIM  AMENDMENTS 

Sec.  [139.1  1^3.  (a)  Unobligated  balances 
of  Interstate  construction  funds  appor- 
tioned or  allocated  to  a  State  and  available 
to  a  State  on  September  30,  1986,  shall  be 
available  for  obligation  for  Interstate  con- 
struction projects  or  to  convert  Advance 
Construction  Interstate  projects  until  Octo- 
ber 1,  1990.  Federal  Interstate  construction 
funds  shaU  not  be  used  to  reimburse  the 
State  under  section  123(a)  of  title  23.  United 
States  Code,  when  the  payment  to  the  utili- 
ty violates  the  law  of  the  State  or  violates  a 
legal  contract  between  the  utility  and  the 
State.  Projects  constructed  under  this  sub- 
section are  eligible  for  the  Federal  share 


payable  provided  in  section  120(b)  of  title 
23,  United  States  Code.  Interstate  discre- 
tionary funds  unallocated  on  September  30, 
1986,  shaU  be  available  for  allocation  until 
October  1, 1990. 

(b)  Unobligated  balances  apportioned  to  a 
State  under  section  104(b)(1)  of  title  23, 
United  SUtes  Code  and  section  104(b)(S)(B) 
of  title  23.  United  States  Code,  shall  be 
available  for  obligation  for  projects  under 
section  159  of  title  23.  United  States  Code. 

(c)  Unobligated  balances  apportioned  to 
the  Virgin  Islands,  Guam,  American  Samoa, 
and  the  Commonwealth  of  the  Northern 
Mariana  Islands  under  the  provisions  of  sec- 
tion 108  of  the  Highway  Improvement  Act 
of  1982  shall  be  considered  to  have  been  au- 
thorized to  be  appropriated  to  carry  out  the 
provisions  of  section  215  of  title  23,  United 
States  Code. 

(d)  Unobligated  balances  apportioned  to  a 
State  under  section  203  of  the  Highway 
Safety  Act  of  1973  shall  be  available  for 
projects  under  section  130  of  title  23.  United 
States  Code. 

TECHNICAL  AMENDMENTS 

Sec.  [140.]  144.  (a)  Title  23.  United  States 
Code,  is  amended  as  follows: 

(1)  The  tables  of  sections  for  chapters  1.  3. 
and  4  are  amended  by  (A)  striking: 

"118.  Availability  of  sums  apportioned." 

"127.  Vehicle  weight  and  width  limitations- 
Interstate  System." 

'133.  Repealed." 

"146.  Repealed." 

"148.  Development  of  a  national  scenic  and 
recreational  highway." 

"151.  Pavement  marking  demonstration  pro- 
gram." 

"155.  Access  highways  to  public  recreation 
areas  on  certain  lakes." 

"156.  Highways  crossing  Federal  projects." 

"213.  Rama  Road." 
and 

"219.  Safer  off-system  roads.". 

and  by  (B)  inserting  in  lieu  thereof,  re- 
spectively, 

"118.  AvailabUity." 

"127.  Vehicle  weight  limitations— Interstate 

System." 
"133.  Strategic  highway  research  program." 
"146.  Carpool  and  vanpool  projects." 
"148.  Repealed." 
"151.  Repealed." 
"155.  Repealed." 
"156.  Repealed. " 
"213.  Repealed." 

and 
"219.  Repealed." 

and  by  (C)  adding 
"159.    Federal-aid    Interstate-primary    pro- 
gram." 
"160.  Income  from  right-of-way." 

and 
"409.  Reports,  surveys:  disclosures:  admis- 
sion as  evidence.". 

(2)  Section  101(a)  is  amended  by  striking 
the  definition  of  "park  road"  and  inserting 
in  lieu  thereof  "The  term  'park  road'  means 
a  public  road  that  is  located  within,  or  pro- 
vides access  to,  an  area  in  the  national  park 
system,  with  title  and  maintenance  respon- 
sibilities vested  in  the  United  States.". 

(3)  Section  106(c)  is  amended  by  striking 
"10"  and  inserting  In  lieu  thereof  "15"  and 
by  striking  the  second  sentence. 

(4)  Section  107(b)  is  amended  by  striking 
"under  section  108(b)  of  the  Federal-Aid 
Highway  Act  of  1956"  and  inserting  in  lieu 
thereof  "for  Interstate  construction  or  for 
the  Interstate-primary  program". 
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(5)  Section  113  is  amended  by  striking  out 
"August  30.  1935"  and  inserting  in  lieu 
thereof  "March  3. 1931"  and  by  striking  out 
"267a"  and  inserting  in  lieu  thereof  "276a". 

(6)  Section  115(a)(1)  is  amended  by  strik- 
ing "interstate  funds,"  and  inserting  in  lieu 
thereof  "Interstate-primary  program 
funds."  and  by  striking  "funded  under  sec- 
tion 104(b)(5)  of  this  title". 

(7)  Section  121(d)  Is  amended  by  striking 
out  "10"  and  inserting  in  lieu  thereof  "15", 
and  by  strildng  out  the  third  sentence. 

(8)  The  first  sentence  of  section  122  is 
amended  by  inserting  "or  for  substitute 
highway  projects"  before  "and  the  retire- 
ment". 

(9)(A)  Section  125(b)  is  amended  by  strik- 
ing out  "the  Interstate  System,  the  Primary 
System,  and  on  any  routes  functionally  clas- 
sified as  arterials  or  major  collectors,"  each 
place  it  appears  and  inserting  in  lieu  thereof 
"the  Federal-aid  highway  systems,  including 
the  Interstate  System". 

(B)  Section  12S(c)  Is  amended  by  striking 
out  "routes  functionally  classified  as  arteri- 
als or  major  collectors"  and  inserting  in  lieu 
thereof  "on  any  of  the  Federal-aid  highway 
systems". 

(10)  Section  137(f)(1)  is  amended  by  strik- 
ing "104(b)(5)(B)"  and  inserting  in  lieu 
thereof  "104(d)(1)". 

(11)  Section  141(d)  is  amended  by  striking 
"104(b)(5)"  and  inserting  in  lieu  thereof 
"104(d)(1)"  the  two  places  "104(b)(5)"  ap- 
pears and  by  inserting  "-primary"  after  the 
word  "Interstate". 

(12)(A)  Section  142(a)(1)  is  amended  by 
(iii)  striking  "104(b)"  and  inserting  in  lieu 
thereof  •104(d)". 

(B)  Section  142(a)(2)  is  amended  by  strik- 
ing "104(b)(6)"  the  three  places  it  appears 
and  inserting  in  lieu  thereof  "104(d)(3)"  in 
each  place. 

(C)  Section  142(b)  is  amended  by  striking 
"paragraph  (5)  of  subsection  (b)  of  section 
104"  and  inserting  in  lieu  thereof  "section 
104(d)(1)". 

(D)  Section  142(c)  is  sunended  by  striking 
"104(b)(6)"  the  two  places  it  appears  and  in- 
serting in  lieu  thereof  in  each  place 
"104(d)(3)". 

(13)  Section  144(i)  is  amended  by  striking 
out  the  period  at  the  end  and  inserting  in 
lieu  thereof  "to  the  Senate  Committee  on 
Environment  and  Public  Works  and  the 
House  Committee  on  Public  Works  and 
Transportation.". 

(14)  Section  146  is  amended  by  striking 
"104(b)(1).  104(b)(2).  and  104(b)(6)"  and  in- 
serting in  lieu  thereof  "104(d)  (1).  (2).  and 
(3)". 

(15)  Sections  148.  151.  155.  156.  213.  and 
219  are  repealed. 

(16)  Section  ISO  is  amended  by  striking 
"(6)  of  subsection  (b)"  in  two  places  and  in- 
serting in  lieu  thereof  in  each  place  "(3)  of 
subsection  (d)". 

(17)(A)  Section  152(e)  is  amended  by  strik- 
ing "104(b)(1)"  and  inserting  in  lieu  thereof 
"104(d)(1)". 

(B)  Section  lS2(g)  is  amended  by  striking 
"the  Congress"  and  inserting  in  lieu  thereof 
"the  Senate  Committee  on  Environment 
and  Public  Works  and  the  House  Committee 
on  Public  Works  and  Transportation". 

(18)(A)  Section  154(e)  is  amended— 

(i)  by  striking  out  "criteria  which  takes" 
and  inserting  in  lieu  thereof  "criteria  which 
take"; 

(ii)  by  inserting  after  "posted"  the  follow- 
ing: "on  January  1. 1983,";  and 

(iii)  by  inserting  before  "in  accordance 
with"  the  following:  ".  and  on  highways 
built  after  such  date  with  speed  limits 
posted  at  fifty-five  miles  per  hour.". 


(B)  Section  154(f)  is  amended  by  striking 
"each  of  sections  104(b)(1).  104(b)(2).  and 
104(b)(6)  of  this  title  in  an  aggregate 
amount  of  up  to  5  percent  of  the  amount  to 
be  apportioned  for  the  following  fiscal 
years,  in  the  case  of  fiscal  years  1982  and 
1983.  and  up  to  10  percent,  in  the  case  of 
subsequent  fiscal  years."  and  inserting  in 
lieu  thereof  "sections  104(d)(1)(C).  (2).  and 
(3)  of  this  title  in  an  amount  of  up  to  10  per- 
cent of  the  amount  to  be  apportioned  for 
the  following  fiscal  year.". 

(19)(A)  Section  158(a)(1)  is  amended  by 
striking  "each  of  the  sections  104(b)(1). 
104(b)(2).  104(b)(5).  and  104(b)(6)  of  this 
title  on  the  first  day  of  the  fiscal  year  suc- 
ceeding the  fiscal  year  beginning  after  Sep- 
tember 30,  1985"  and  inserting  in  lieu  there- 
of "sections  104(d)  (1).  (2),  and  (3)  of  this 
title  on  October  1. 1986". 

(B)  Section  158(a)(2)  is  amended  by  strik- 
ing "each  of  sections  104(b)(1).  104(b)(2). 
104(b)(5)  and  104(b)(6)  of  this  title  on  the 
first  day  of  the  fiscal  year  succeeding  the 
second  fiscal  year  beginning  after  Septem- 
ber 30.  1985"  and  inserting  in  Ueu  thereof 
"sections  104(d)  (1).  (2).  and  (3)  of  this  title 
on  October  1, 1987." 

(20)(A)  The  second  sentence  of  section 
204(b)  is  amended  by  inserting  "the  Secre- 
tary or"  before  the  "Secretary  of  the  Interi- 
or". 

(B)  Section  204(e)  is  amended  by  striking 
"88  Stat.  2205"  and  inserting  in  lieu  thereof 
"88  Stat.  2203". 

(21)  Section  210(g)  is  amended  by  striking 
"Commerce"  and  inserting  in  lieu  thereof 
"Transportation". 

(22)  Subsection  (a)  of  section  215  of  title 
23,  United  States  Code,  is  amended  by  strik- 
ing from  the  first  sentence  the  words  "and 
American  Samoa"  and  inserting  in  lieu 
thereof  "American  Samoa,  and  the  Com- 
monwealth of  the  Northern  Mariana  Is- 
lands". 

(23)  Section  217  is  amended  by  striking 
"paragraphs  (1),  (2),  and  (6)  of  section 
104(b)"  the  two  places  it  appears  and  insert- 
ing in  lieu  thereof  "sections  104(d)  (1),  (2), 
and  (3)". 

(24)(A)  Section  307(c)(3)  is  amended  by 
striking  "(1),  (2),  and  (3)  of  section  104(b) ' 
and  inserting  in  lieu  thereof  "(1)  and  (2)  of 
104(d)". 

(B)  Section  307(c)(5)  is  amended  by  strik- 
ing "104(b)(1)"  and  inserting  in  lieu  thereof 
"104(d)(1)". 

(C)  Section  307(e)  is  amended  by  striking 
"the  Congress"  and  inserting  in  lieu  thereof 
"the  Senate  Environment  and  Public  Works 
Committee  and  the  House  Committee  on 
Public  Works  and  Transportation". 

(25)  Section  311  is  amended  by  striking 
"(b)"  and  inserting  in  lieu  thereof  "(d)". 

(26)  Section  315  is  amended  by  striking 
"204(d).  20S(a),  207(b)  and  208(c)"  and  in- 
serting in  lieu  thereof  "204(f)  and  205(a)". 

(27)  Section  401  is  amended  by  striking 
"and  American  Samoa."  and  inserting  in 
lieu  thereof  "American  Samoa  and  the 
Commonwealth  of  the  Northern  Mariana  Is- 
lands.". 

(28)(A)  Section  402(c)  is  amended  by  (i) 
striking  "For  the  fiscal  years  ending  June 

30.  1967,  June  30.  1968.  and  June  30,  1969, 
such  funds  shall  be  apportioned  75  per 
centum  on  the  basis  of  population  and  25 
per  centum  as  the  Secretary  in  his  adminis- 
trative discretion  may  deem  appropriate  and 
thereafter  such"  and  inserting  in  lieu  there- 
of "Such",  by  (ii).  striking  "After  December 

31,  1969,  the"  and  inserting  in  lieu  thereof 
"The",  and  by  (iii)  striking  "and  American 
Samoa"  and  inserting  in  lieu  thereof  "Amer- 


ican Samoa  and  the  Commonwealth  of  the 
Northern  Mariana  Islands". 

(B)  The  last  sentence  of  section  402(j)  is 
amended  by  striking  out  "chapter"  and  in- 
serting in  lieu  thereof  "section". 

(bKl)  Section  108(b)  of  the  Federal-Aid 
Highway  Act  of  1956  is  amended  by  (A)  in- 
serting "and"  before  "the  additional  sum  of 
$4,000,000,000  for  the  fiscal  year  ending 
September  30,  1987",  by  (B)  inserting  a 
period  after  "1987".  and  by  (C)  striking  ". 
and  the  additional  sum  of  $4,000,000,000  for 
the  fiscal  year  ending  September  30,  1988. 
the  additional  sum  of  $4,000,000,000  for  the 
fiscal  year  ending  September  30,  1989,  and 
the  additional  sxim  of  $4,000,000,000  for  the 
fiscal  year  ending  September  30,  1990.". 

(2)  Section  108(d)  of  the  Surface  Trans- 
portation Assistance  Act  of  1982  is  amended 
by  striking  "this  title."  and  inserting  in  lieu 
thereof  "title  23,  United  SUtes  Code,". 

(3)  Section  163  of  the  Surface  TransporU- 
tion  Assistance  Act  of  1982  is  amended  by 
striking  "appropriated"  and  inserting  in  lieu 
thereof  "apportioned". 

(4)  Section  163(o)  of  the  Federal-Aid 
Highway  Act  of  1973  is  amended  to  read  as 
follows: 

"(0)  The  Secretary  of  Transportation 
shall  make  biennial  reports  and  a  final 
report  to  the  President,  the  Senate  Commit- 
tee on  Environment  and  Public  Works,  and 
the  House  Committee  on  Public  Works  and 
Transportation  with  respect  to  activities 
pursuant  to  this  section." 

(5)  Section  103(c)  of  the  Federal-Aid  High- 
way Act  of  1978  is  amended  by  striking 
"Congress"  and  inserting  in  lieu  thereof 
"the  Senate  Committee  on  Environment 
and  Public  Worlts  and  the  House  Committee 
on  Public  Works  and  Transportation". 

EFFECTIVE  DATE 

Sec.  [141. J  14S.  Except  as  otherwise  pro- 
vided therein  the  effective  date  of  the  Fed- 
eral-Aid Highway  Act  of  1986  is  October  1, 
1986. 

Mr.  STAFFORD.  Mr.  President.  I 
am  pleased  that  the  Senate  begins 
consideration  today  of  S.  2405.  the 
Federal-Aid  Highway  Act  of  1986.  This 
legislation  to  reauthorize  the  program 
through  fiscal  year  1990  was  intro- 
duced on  May  6.  1986.  by  my  distin- 
guished colleagues:  the  chairman  of 
the  Transportation  Subcommittee, 
Senator  Symms;  the  ranking  member 
of  the  committee.  Senator  Bentsen; 
the  ranking  member  of  the  subcom- 
mittee. Senator  Buroick;  Transporta- 
tion Subcommittee  member.  Senator 
Abdnor;  and  myself. 

I  particularly  commend  Senator 
Syhms  for  the  leadership  he  has  pro- 
vided as  chairman  of  the  subcommit- 
tee in  bringing  S.  2405  to  the  floor.  I 
also  thank  the  distinguished  ranking 
member  of  the  committee.  Senator 
Bentsen,  and  the  ranking  member  of 
the  Transportation  Subcommittee, 
Senator  Buroick.  Without  their  help 
and  cooperation,  this  bill  would  not  be 
before  us  today.  S.  2405  was  reported 
unanimously  by  the  Environment  and 
Public  Works  Committee.  This  is  an 
indication  of  the  cooperative  effort 
and  support  behind  this  legislation. 

I,  too,  join  the  majority  leader  in  ex- 
tending thanks  to  the  able  Senator 
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from  Kentucky  (Mr.  Ford),  who  has 
allowed  us  to  go  ahead. 

Over  1  year  ago.  the  Transportation 
Subcommittee  began  hearings  on  the 
reauthorization  of  the  Federal-aid 
Highway  Program,  the  Highway  Trust 
Fund,  implementation  of  the  Surface 
Transportation  Assistance  Act  [STAA] 
of  1982,  the  need  for  timely  approval 
of  the  interstate  cost  estimate  [ICE] 
and  interstate  substitute  cost  estimate 
[ISCE],  and  other  important  issues. 
The  series  of  10  hearings  was  complet- 
ed on  May  20  this  year. 

The  1982  act  provided  authoriza- 
tions for  fiscal  years  1983  through 
1986,  increased  the  gasoline  and  other 
user  taxes,  and  effectively  doubled 
program  fimdlng  levels.  These  in- 
creased revenues  have  helped  bring 
about  marked  improvements  in  the 
condition  of  the  Nation's  transporta- 
tion infrastructure.  If  we  are  to  avoid 
disruptions  in  the  highway  program, 
new.  multiyear  reauthorization  legisla- 
tion must  be  enacted  by  this  October 
1.  Motorists  will  continue  to  pay  high- 
way user  taxes  whether  Congress 
meets  that  deadline  or  not,  but  it  is 
only  fair  that  the  user  fees  paid  by  the 
motoring  public  are  put  to  work  on 
schedule.  In  addition.  States  must 
have  the  long-range  funding  security 
to  sensibly  plan  large  transportation 
projects. 

Uncertainty  and  delays  in  fimding 
can  cost  a  State  an  entire  construction 
season.  The  rehabilitation  and  con- 
struction needs  on  our  highway 
system  remain  pressing.  I  hope  my  col- 
leagues will  agree  on  the  importance 
of  reauthorizing  the  highway  program 
by  the  October  1  deadline  so  that 
funding  which  is  so  vitally  important 
to  all  50  States,  the  District  of  Colum- 
bia, Puerto  Rico,  and  the  territories 
continues  uninterrupted. 

S.  2405  provides  $52,387  billion  in 
new  authorizations  for  the  Federal- 
Aid  Highway  Program  over  a  4-year 
period  from  fiscal  year  1987  through 
fiscal  year  1990. 

S.  2405  sets  an  annual  obligation  lim- 
itation of  $12,350  billion  for  the  Feder- 
al-Aid Highway  Program.  In  addition, 
two  categories,  emergency  relief  and 
minimum  allocation,  are  not  subject  to 
the  obligation  ceiling.  Spending  in 
these  two  categories  is  estimated  to  be 
$800  million  per  year.  Over  the  4-year 
period.  States  will  be  able  to  obligate 
approximately  $52.6  billion,  the  total 
amount  authorized  by  S.  2405.  It  is  im- 
portant that  new  authorizations  not 
exceed  the  amount  States  are  permit- 
ted to  obligate  each  fiscal  year.  In 
recent  years,  authorizations  have  sur- 
passed States  obligation  limitation 
with  the  result  that  States  have  ap- 
proximately $6  billion  in  apportion- 
ments from  previous  years  which  they 
are  not  allowed  to  spend. 

Earlier  this  year,  we  marked  the 
30th  anniversary  of  the  creation  of  the 
highway  trust  fund  and  the  beginning 


of  the  National  System  of  Interstate 
and  Defense  Highways.  Back  in  1956. 
it  was  believed  that  the  interstate  con- 
struction program  would  take  13  years 
and  cost  $27  billion.  It  is  now  30  years 
and  $112  billion  later,  and  the  Inter- 
state System  is  over  97  percent  com- 
plete. It  is  time  to  direct  our  attention 
and  limited  resources  to  other  parts  of 
the  transportation  network  which 
have  been  neglected.  I  believe  that  a 
top  priority  must  be  completion  of  the 
Interstate  System  by  1990;  until  then 
major  program  changes  of  apportion- 
ment formula  changes  should  not  be 
made  nor  can  the  future  Federal  re- 
sponsibility for  the  highway  program 
be  determined. 

In  order  to  complete  the  Interstate 
System  by  1990  and  give  States  addi- 
tional flexibility  and  the  ability  to  set 
their  own  priorities,  S.  2405  provides  a 
combined  interstate-primary  category 
funded  at  $8.15  billion  per  year. 

I  would  like  to  briefly  describe  a  few 
other  major  provisions  of  the  Federal- 
Aid  Highway  Act  of  1986.  Through  an 
automatic  administrative  release 
mechanism.  States  will  be  assured  of 
stable,  reliable  fimdlng  for  interstate 
construction  and  substitute  projects. 
Congress  will  no  longer  need  to  ap- 
prove an  ICE  and  ISCE  before  these 
authorized  funds  can  t>e  released  Octo- 
ber 1  by  the  Department  of  Transpor- 
tation to  the  States. 

S.  2405  also  provides  for  continu- 
ation of  the  one-half  percent  mini- 
mum for  those  25  States  which  have 
completed  or  nearly  completed  their 
interstate  construction  program.  I 
strongly  believe  that  so  long  as  the 
program  exists.  States  which  worked 
hard  to  finish  their  Interstate  roads, 
often  at  the  expense  of  other  roads, 
should  not  be  penalized  for  that  early 
commitment. 

I  have  h3wl  a  longstanding  interest  in 
the  Highway  Beautification  Program 
and  its  original  aims  to  control  bill- 
boards and  preserve  natural  scenic 
beauty  along  our  federally  funded 
interstate  and  primary  highways.  S. 
2405  restores  to  the  States  their  con- 
stitutional right  to  remove  noncon- 
forming billboards  by  providing  for 
amortization  or  cash  compensation.  It 
also  provides  a  moratorium  on  the 
erection  of  new  billboards,  and  ad- 
dresses the  problem  of  tree-cutting 
along  highway  rights-of-way  for  the 
purpose  of  making  a  billboard  more 
visible.  It  offers  much-needed  and 
overdue  reforms  to  the  Highway  Beau- 
tification Act. 

S.  2405  continues  a  strong  Federal 
participation  in  the  bridge,  secondary, 
urban,  safety,  minimum  allocation, 
interstate  substitution.  Federal  lands, 
and  emergency  relief  programs. 

At  a  time  when  highway  needs  con- 
tinue to  grow  and  revenues  are  shrink- 
ing. States  need  as  much  flexibility  as 
possible  in  spending  available  fimds.  S. 
2405  provides  additional  flexibility  in 


nimierous  areas,  including  total  trans- 
fer among  interstate  construction, 
interstate  4R  and  primary  funds;  a  50- 
percent  transfer  between  urban  and 
secondary  fimds;  the  use  of  interstate 
substitute  funds  on  any  public  road; 
extension  of  the  availability  of  inter- 
state construction  funds  to  4  years  and 
interstate  substitute  funds  to  2  years; 
permission  for  States  to  use  a  State- 
funded  bridge  program  as  matching 
funds  for  their  Federal-Aid  Bridge 
Program;  permission  for  up  to  10 
States  to  participate  in  a  demonstra- 
tion block  grant  program;  restoration 
to  the  States  of  a  choice  of  using  cash 
compensation  or  amortization  to 
remove  billboards;  and  incentives  for 
right-of-way  donations  from  the  pri- 
vate sector. 

S.  2405  also  provides  for  several  new 
programs  aimed  at  improving  the  ef- 
fectiveness of  the  Federal-aid  Highway 
Program.  These  include  the  combined 
Interstate-primary  category;  the  Stra- 
tegic Highway  Research  Program 
[SHRP],  a  major  new  research  initia- 
tive; the  Block  Grant  Demonstration 
Program;  incentives  for  private  sector 
participation  in  Federal-aid  highway 
projects;  and  the  planting  of  wild  flow- 
ers along  highway  rights-of-way. 

The  Federal-aid  Highway  Program  is 
100  percent  funded  by  highway  user 
fees  that  accrue  to  the  Highway  Trust 
Fund.  I  believe  these  user  fees,  includ- 
ing the  interest  paid  on  the  trust  fund 
balance,  should  be  spent  on  the  Feder- 
al-aid highway  system.  A  mechanism 
is  in  place  called  the  Byrd  amendment 
which  prohibits  deficit  spending  from 
the  Highway  Tnist  Fund.  Spending 
from  the  Highway  Trust  Fund  does 
not,  therefore— and  I  emphasize  this— 
contribute  to  the  Federal  deficit.  The 
accounting  system  used  by  the  Gov- 
ernment looks  strictly  at  revenues 
versus  outlays  for  one  particular  year, 
and,  therefore,  the  argument  has  been 
made  that  the  trust  fimd  has  contrib- 
uted to  the  deficit  the  last  several 
years  when  outlays  have  exceeded  rev- 
enues. This  totally  overlooks  the  fact 
that  for  many  years  income  exceeded 
outlays  and  the  highway  account  of 
the  trust  fund  now  has  a  $9.2  billion 
balance. 

D  1540 

Highway  user  fees  have  been  collect- 
ed and  were  increased  in  1982  with  the 
promise  that  this  money  would  be 
spent  on  improving  the  Federal-aid 
highway  system.  I  believe  this  promise 
must  be  kept  as  the  Highway  Trust 
Fund  is  maintained  to  fund  the  high- 
way program.  However,  since  Congress 
has  determined  that  the  highway  pro- 
gram must  be  subject  to  deficit-reduc- 
ing efforts  and  the  Gramm-Rudman- 
HoUings  process,  the  committee  has 
worked  very  hard  at  complying  with 
the  budget  requirements.  S.  2405  does 
comply  with  the  Senate  budget  resolu- 


UMI 


September  23,  1986 


CONGRESSIONAL  RECORD— SENATE 


25505 


lis  promise 
way  Trust 
1  the  high- 
e  Congress 
fhway  pro- 
ticit-reduc- 
i-Rudman- 
nittee  has 
lying  with 
2405  does 
Iget  resolu- 


tion and  with  reconciliation  instruc- 
tions. In  order  to  be  in  compliance,  the 
committee  had  to  make  reductions  in 
the  program  compared  to  the  fimding 
levels  authorized  for  the  program  in 
fiscal  year  1986.  the  current  fiscal  year 
which  ends  October  1.  This  meant 
that  some  program  needs  could  not  be 
fully  met,  Including  some  areas  of  the 
program  that  I  know  certain  of  my  dis- 
tinguished colleagues  are  very  inter- 
ested in. 

In  conclusion,  Mr.  President,  there  is 
very  little  time  left  before  the  pro- 
gram authorizations  expire.  Our  net- 
work of  highways  and  bridges  is  one  of 
the  largest  and  most  remarkable  in- 
frastucture  achievements  in  history, 
and  it  is  certainly  one  of  the  most  vital 
in  terms  of  our  economic  and  social 
well-being.  I  hope  that  we  can  move 
expeditiously  in  consideration  of  the 
legislation  and  achieve  enactment  of 
the  Federal-Aid  Highway  Act  by  Oc- 
tober 1. 

Mr.  President,  I  yield  the  floor. 

The  PRESIDING  OFFICER.  The 
Senator  from  North  Dakota. 

Mr.  BURDICK.  Mr.  President,  as 
ranking  minority  member  of  the 
Senate  EJnvironment  and  Public  Works 
Transportation  Subcommittee,  I  am 
pleased  that  the  Senate  floor  has 
under  consideration  reauthorization  of 
the  4-year  highway  program. 

During  this  Congress,  the  committee 
held  10  days  of  hearings  on  the  Feder- 
al-Aid Highway  Program.  Testimony 
was  received  from  Members  of  Con- 
gress; the  Congressional  Budget 
Office;  industry  representatives;  envi- 
ronmentalists; citizen  groups;  profes- 
sional associations;  and  Federal,  State, 
and  local  officials.  Efforts  were  made 
to  accommodate  many  of  the  sugges- 
tions provided  by  the  hearings  to  im- 
prove the  bill  before  the  Senate  today. 

S.  2405  continues  to  apportion  one- 
half  percent  of  the  $3  billion  author- 
ized for  distribution  under  the  inter- 
state program  to  each  State  that  has 
completed  its  portion  of  the  Interstate 
System  or  has  less  than  one-half  of 
the  national  cost  of  completion  re- 
maining. Continuation  of  the  mini- 
mum one-half  percent  apportionment 
is  a  fair  method  to  deal  with  States 
that  took  seriously  the  national  direc- 
tive to  place  top  priority  on  construc- 
tion of  the  Interstate  System  and  who 
concentrated  their  limited  resources 
on  that  system  early  in  the  program's 
history,  often  at  the  expense  of  other 
roads. 

State  highway  agencies  are  anxious 
for  Congress  to  pass  legislation  prior 
to  the  program  lapsing  on  September 
30. 1  hope  that  we  can  meet  this  dead- 
line. Though  the  differences  between 
the  House  and  Senate  are  large.  Mem- 
bers are  familiar  with  the  positions 
taken  by  each  House.  Staff  on  both 
sides  are  setting  up  working  arrange- 
ments to  immediately  proceed  with 
conference  activities. 


If  the  deadline  passes,  and  it  appears 
that  Congress  cannot  resolve  its  differ- 
ences before  adjournment,  it  can  re- 
lease already  authorized  interstate 
funds.  States  will  be  able  to  spend 
these  funds  along  with  their  unobli- 
gated balances. 

This  approach,  though,  will  not  help 
the  25  States  which  benefit  from  the 
one-half  of  1  percent  provision.  This 
provision  is  not  part  of  the  authorized 
interstate  construction  program  and  it 
lapses  on  September  30.  Congress 
should  extend  this  provision  along 
with  the  release  of  interstate  fimds  in 
order  to  guarantee  each  State  a  mini- 
mum amount  of  Federal  highway  dol- 
lars until  a  full  program  can  be  en- 
acted into  law. 

Another  issue  of  considerable  impor- 
tant is  the  discussion  of  doubling  the 
Federal  gasoline  tax  to  19  cents  a 
gallon  to  help  meet  the  deficit  reduc- 
tion target  under  the  Gramm- 
Rudman-HoUings  budget  law.  The  na- 
tional highway  program  has  profound- 
ly changed  the  transportation  pat- 
terns of  this  country,  especially  since 
the  highway  trust  fund  was  created  30 
years  ago.  If  revenues  generated  from 
highway  users  are  no  longer  dedicated 
for  highway  purposes,  the  basis  of  sup- 
port for  such  taxes  and  level  of  fimd- 
ing for  transportation  needs  may  de- 
cline. 

Any  real  move  to  increase  the  gas 
tax  to  defray  the  deficit  will  raise  a 
storm  of  protest  by  States  and  the 
highway  industry.  They  are  already 
leary  of  the  administration's  and  Con- 
gress's practice  of  unfairly  capping  the 
actual  dollars  States  can  spend  each 
year  from  the  highway  trust  fund. 

Prior  congressional  action  of  placing 
the  obligational  limitation  far  below 
authorizations  has  created  a  program 
imbalance.  This  Imbalance  may  trigger 
the  Byrd  amendment  criterion  of  im- 
funded  authorizations  not  exceeding  2 
years'  worth  of  revenues,  even  though 
the  highway  trust  fimd  has  a  $9  bil- 
lion to  $10  billion  cash  balance. 

According  to  CBO,  there  are  two 
basic  ways  to  redress  this  imbalance. 
First,  future  authorizations  could  be 
set  below  future  obligation  ceilings 
until  the  current  backlog  is  reduced.  A 
difference  of  about  $800  million  a  year 
for  the  next  4  years  would  be  neces- 
sary just  to  offset  the  gap  that  has  de- 
veloped over  the  past  4  years.  Second, 
selected  authorizations  from  previous 
years  could  be  rescinded.  This  second 
option  probably  would  not  be  popular 
because  it  may  force  States  to  adjust 
construction  plans  made  on  a  previous 
commitment  of  Federal  funds. 

This  bill  selects  the  first  option  of 
reducing  authorization  levels  in  order 
to  correct  this  imbalance.  However,  if 
Congress  separates  the  highway  pro- 
gram from  the  unified  budget  to  avoid 
application  of  the  budget  deficit  re- 
duction law,  more  fimds  could  be  pro- 
vided. 


I,  along  with  many  State  officials 
and  some  congressional  colleagues,  be- 
lieve that  these  spending  constraints 
are  no  longer  defensible.  However,  ef- 
forts to  increase  the  obligational  limi- 
tation or  to  remove  the  highway  trust 
fund  from  the  unified  budget  have 
failed  under  various  circumstances  in 
both  the  House  and  Senate. 

In  previous  highway  bills,  the 
Senate  floor  has  included  special  pur- 
pose projects  for  selected  States.  Be- 
cauuse  of  budget  limitations  and  over- 
whelming national  highway  needs, 
such  projects  no  longer  can  be  funded 
at  the  expense  of  the  overall  program. 
This  bill  allows  Congress  to  designate 
priority  projects.  Additional  flexibility 
is  provided  to  States  by  permitting 
them  to  use  any  funding  category  with 
the  applicable  match  to  build  such  a 
designated  priority  project.  No  new 
Federal  fimds  are  provided. 

This  is  the  best  accommodation  that 
can  be  provided  Senators  on  their  indi- 
vidual requests  for  special  purpose 
projects.  If  the  Senate  and  House 
overrides  this  approach  and  provides 
specific  funds  above  a  State's  regular 
program  share,  other  States  will  be 
hurt.  The  limited  Federal  dollars 
available  will  be  simply  redivided  to 
accommodate  the  interests  of  a  few 
States. 

Because  of  the  few  remaining  days 
available  for  enactment  of  a  highway 
bill,  I  would  urge  my  colleagues  to 
vote  in  favor  of  this  bill  and  refrain 
from  any  amendments  which  delay  or 
alter  current  law  distributing  funds 
from  the  highway  account. 

The  PRESIDING  OFFICER.  The 
Senator  from  Pennsylvania. 

Mr.  HEINZ.  Mr.  President,  we  are.  of 
course,  considering  legislation  to 
extend  the  highway  program  for  4 
years  and  extend  the  mass  transit  pro- 
gram for  4  years.  I  do  not  think  it  is 
possible  to  overstate  the  importance  of 
what  we  are  doing. 

The  Federal  highway  program  is.  in 
its  purest  sense,  about  economic  devel- 
opment and  jobs.  For  Pennsylvania, 
my  home  State,  its  $500  million  in 
annual  commitment  to  highway  repair 
means  creating  or  preserving  some 
52.000  jobs  a  year.  The  $113  million 
that  this  bill  provides  for  Pennsylva- 
nians  who  ride  the  buses  or  manufac- 
ture the  tires,  engines,  and  other  parts 
that  keep  those  buses  on  the  road. 

But  more  than  the  122,000  jobs  in 
my  State  tied  directly  to  the  transpor- 
tation system  I  have  described,  the 
Federal  highway  program  has  stimu- 
lated and  encouraged  greater  econom- 
ic activity  because  it  has  made  trans- 
portation cheaper,  surer  and  more  ef- 
ficient throughout  my  home  State  of 
Pennsylvania  and,  of  course,  across 
the  Nation. 

Mr.  President,  I  would  like  to  take 
this  opportunity  to  thank  the  manag- 
ers of  the  legislation.  Senator  Staf- 
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FORD.  Senator  Buroick,  and  most  im- 
portantly, the  Senator  from  Idaho. 
Senator  Symms.  for  their  cooperation 
in  several  important  areas  of  this  legis- 
lation. 

It  is  my  strong  belief  that  Senate 
floor  action  is  possible  today  because 
of  the  important  agreement  that  was 
made  between  myself  and  other  Sena- 
tors from  States  with  large  mass  tran- 
sit interests  and  with  the  Senator 
from  Idaho,  and  as  a  result  of  that 
unanimous-consent  agreement  we  en- 
tered into  just  a  few  minutes  ago. 
there  will  be  no  amendments  to 
change  the  formula  distribution  of  the 
highway  and  transit  funds,  and  let  me 
say  candidly  that  there  was  one 
amendment  which  the  Senator  from 
Idaho  I  think  had  planned  to  offer 
which  would  have  had  an  extremely 
negative  impact  on  my  State  and  a 
large  number  of  other  States. 

My  home  State  of  Pennsylvania 
alone  could  have  lost  some  $108  mil- 
lion per  year  under  that  amendment 
which  would  have  altered  the  distribu- 
tion of  mass  transit  funds. 

Let  me  also  say  that  I  am  grateful  to 
the  managers  because,  in  addition  to 
working  that  problem  out  and  not 
changing  the  formulas,  the  managers 
have  agreed  to  accept  the  4-year  mass 
transit  authorizing  legislation  that  my 
colleagues  on  the  Senate  Banking 
Committee  and  I  developed  as  part  of 
this  bill,  and  in  that  regard  I  want  to 
pay  special  tribute  to  the  Senator 
from  New  York.  Senator  D'Amato. 
who  played  a  vital  role  in  the  develop- 
ment of  the  legislation. 

I  might  also  say  that  the  committee 
has  also  agreed,  and  I  am  grateful  to 
them,  to  accept  as  an  amendment  leg- 
islation I  have  introduced  to  provide 
assistance  to  citizens  in  communities 
victimized  by  natural  disasters. 

I  just  want  to  emphasize  again  the 
importance  of  that  unanimous-consent 
agreement  that  we  entered  into  a  few 
minutes  ago.  That  agreement  explicit- 
ly provides  that  the  Senator  from 
Idaho  would  not  offer  his  amendment 
regarding  the  use  of  the  mass  transit 
gas  tax  penny  for  highway  purposes 
and  in  turn  I  agreed  not  to  offer  my 
amendment  to  cap  State  highway 
funds  at  150  percent  of  gas  tax  reve- 
nues. 

Mr.  President,  it  is  in  everybody's  in- 
terest to  pass  this  highway  bill  by 
agreeing  as  we  did  not  to  offer  these 
formula  amendments. 

I  think  we  have  ensured  that  this 
bill  will  be  true  to  the  long-held  princi- 
ples that  Federal  funds  should  be 
spent  in  areas  where  they  are  needed 
most.  I  mentioned  that  because  yester- 
day I  argued  against  the  contention  of 
some,  including  my  distinguished  col- 
league from  Idaho  that  mass  transit  is 
somehow  just  a  local  need  or  some 
kind  of  minor  local  responsibility,  and 
that  in  contrast  to  the  Interstate 
Highway  System  which  was  asserted 


to  be.  and  I  do  not  disagree,  a  national 
responsibility,  mass  transit  was  very 
unimportant. 

I  must  say.  Mr.  President,  that  I 
strongly  disagreed  with  that  interpre- 
tation. 

I  just  want  to  say  again  that  mass 
transit  does  not  just  serve  the  trans- 
portation needs  of  millions  of  Ameri- 
can citizens.  In  fact.  9  out  of  10  people 
in  the  United  States  have  access  to 
mass  transit— 9  out  of  10.  If  that  is  not 
a  national  program.  I  do  not  know 
what  is.  That  is  one  of  the  reasons  last 
year  our  transit  systems  carried  8  bil- 
lion riders— billion  not  million— that 
works  out  to  about  34  trips  per  year 
for  every  American— man.  woman,  and 
child. 

Now.  according  to  some  mass  transit, 
which  I  have  just  said  is  available  to 
some  200  million  Americans,  is  not  a 
national  priority.  I  am  glad  we  put 
that  argiUTient  if  not  to  bed  at  least  to 
rest  because  I  would  ask  if  a  service 
that  is  made  available  to  some  200  mil- 
lion Americans  is  not  a  national  priori- 
ty, what  is?  And  to  anyone  who  argues 
that  Congress  should  distribute  mass 
transit  moneys  based  solely  on  the 
basis  of  geography.  I  would  simply 
warn  that  that  viewpoint  has  danger- 
ous implications  for  our  national  pol- 
icymaking process.  Let  me  just  give 
you  one  example  of  what  I  mean. 

Last  year,  after  a  great  deal  of 
debate  and  controversy.  Congress  en- 
acted a  comprehensive  farm  bill.  It 
took  us  months  to  get  there.  It  was 
years  in  the  planning.  It  is  an  enor- 
mously expensive  bill  as  we  know. 

Now.  according  to  the  U.S.  Depart- 
ment of  Agriculture,  approximately 
2.8  million  farmers,  in  other  words, 
just  slightly  more  than  1  percent  of 
the  Nation's  population,  are  going  to 
participate  in  our  various  farm  pro- 
grams this  year.  Those  programs  will 
cost  a  total  of  some  $31  billion.  That  is 
more  than  $1,500  for  each  partici- 
pant—man, woman,  and  child. 

Mass  transit  assistance,  which  is 
available  to  90  percent  of  our  Nation's 
population,  will  cost  the  Federal  Gov- 
ernment one-tenth  that  amount.  $3 
billion,  or  about  $15  for  every  person 
who  could  use  that  service. 

Once  you  accept  the  notion,  and  I 
am  against  it,  that  we  should  simply 
distribute  money  on  a  geographical 
basis,  it  is  probably  worth  looking  at 
what  that  would  do  to  the  farm  pro- 
gram. Let  us  just  take  one  of  the  big- 
gest programs,  the  wheat  program. 
USDA  estimates  that  this  year  there 
will  be  in  two  States.  Pennsylvania 
and  Idaho,  some  2.700  farmers  in  my 
State  and  some  7.000  fanners  in  Idaho 
who  participate  in  the  Wheat  Pro- 
gram. Now,  that  means  Idaho  has 
more  than  twice  as  many  participants 
as  Pennsylvania,  but  Idaho's  popula- 
tion is  less  than  one-tenth  as  large  as 
Peimsylvania. 


So.  if  you  want  to  apply  the  rule  of 
geographic  equity,  well,  let  me  tell  you 
it  would  be  terrific  for  the  2,700  par- 
ticipating wheat  producers  in  Pennsyl- 
vania. 

If  you  applied  that  logic  to  the  pro- 
grams of  the  Department  of  Defense, 
and  I  do  note  that  the  Southern  and 
Western  regions  of  our  country  have 
56  percent  of  the  Nation's  population, 
67  percent  of  our  military  bases,  and 
80  percent  of  our  Nation's  2.3  million 
military  employees,  what  that  would 
mean  is  that  we  would  have  to  trans- 
fer some  600,000  military  employees 
out  of  the  South  and  West,  irrespec- 
tive of  the  impact  on  our  national  de- 
fense if  we  accepted  the  notion  that 
geography  should  rule. 

a  1550 

Well,  clearly,  Mr.  President,  I  do  not 
believe  any  of  us,  not  a  single  Member 
of  this  body,  believes  that  what  I  have 
described  would  be  rational.  I  am  not 
saying  that  anybody  is  for  it. 

But  my  point  is  simply  this:  We  have 
got  to  make  decisions  based  on  creat- 
ing and  providing  funding  for  Govern- 
ment programs  based  on  need.  And 
that  is  what  I  think  the  managers  of 
this  bill  have  achieved,  both  in  terms 
of  highways  and  in  terms  of  mass 
transit. 

I  am  deeply  grateful  to  the  Senator 
from  Idaho,  to  the  Senator  from  Ver- 
mont, and  to  the  Senator  from  North 
Dakota  for  their  very  hard  work,  for 
their  understanding  and  their  willing- 
ness to  be  conciliatory  and  helpful. 
Most  of  all.  I  am  grateful  to  them  be- 
cause, through  their  leadership.  Mr. 
President,  we  will  have  a  highway  pro- 
gram, we  will  have  a  mass  transit  pro- 
gram, and  we  will  serve  all  our  citizens 
and  serve  them  well. 

I  yield  the  floor. 

Mr.  SYMMS.  Mr.  President.  I  am 
very  pleased  that  we  finally  have 
reached  the  point  where  the  full 
Senate  can  now  begin  consideration  of 
S.  2405.  the  "Federal-Aid  Highway  Act 
of  1986,"  to  reauthorize  the  Federal- 
Aid  Highway  Program.  On  July  23.  the 
Committee  on  Environment  and 
Public  Works  voted  unanimously  to 
report  this  bill  from  committee.  I  want 
to  thank  our  distinguished  chairman. 
Senator  Stafford,  the  ranking 
member  of  the  committee.  Senator 
Bentsen,  and  the  ranking  member  of 
the  Subcommittee  on  Transportation, 
Senator  Burdick,  for  their  coopera- 
tion and  untiring  efforts  in  crafting 
this  legislation  and  bringing  it  to  the 
floor. 

Mr.  President,  the  current  authori- 
zation for  the  Federal-Aid  Highway 
Program  will  expire  as  the  fiscal  year 
ends  in  just  a  few  days.  Congress  must 
approve  expeditiously  some  version  of 
the  legislation  before  us  today  if  we 
are  to  keep  faith  with  highway  users 
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and  protect  the  Nation's  investment  in 
our  highway  system. 

Mr.  President,  I  have  said  many 
times  that  I  know  of  no  other  pro- 
gram, other  than  National  Security 
and  National  Defense,  that  actually 
avails  more  opportunity,  more  individ- 
ual freedom  and  mobility  to  the  Amer- 
ican citizen  than  the  availability  of  a 
good  highway  system,  where  they  can 
drive  their  own  automobile  at  their 
own  pace,  at  their  own  schedule, 
where  they  wish  to  go;  and  where  com- 
merce can  be  trucked  on  the  Interstate 
System  to  meet  unique  individual 
schedules  that  are  necesary  to  keep 
this  country  operating  from  a  sound 
economic  standpoint;  as  well  as  for 
soimd  opportunities  for  people  to  be 
free  and  mobUe  to  visit  areas  they 
wish  to  see  in  this  country  or  places 
where  they  wish  to  work  or  for  what- 
ever purpose  they  choose.  As  long  as 
they  can  afford  to  buy  the  gasoline 
and  make  the  pajnnents  on  their  auto- 
mobiles, they  are  relatively  free  to 
travel  from  coast  to  coast  in  this  great 
country  without  being  harassed  or 
interdicted  by  law-enforcement  agen- 
cies as  long  as  they  comply  with  safe 
and  sane  driving  rules. 

I  might  just  announce  to  my  col- 
leagues that  we  do  intend  to  make  an 
effort  here  today  to  relax  the  55-mile- 
an-hour  speed  limit  on  those  rural 
interstates,  so  that  people  may  not 
have  to  drive  in  constant  concern  of 
being  in  violation  of  the  law. 

S.  2405  authorizes  $52,386  billion  for 
the  highway  program  during  fiscal 
years  1987  through  1990.  Total  armual 
spending  authority  is  approximately 
$13.2  billion,  including  an  obligation 
limitation  of  $12.35  billion.  All  50 
States,  the  District  of  Columbia, 
Puerto  Rico  and  the  Territories  par- 
ticipate in  the  highway  program. 

The  bill  includes  a  number  of  impor- 
tant changes  in  the  highway  program, 
most  of  which  have  been  recommend- 
ed by  the  administration.  One  of  these 
changes  is  a  new  combined  interstate- 
primary  category  funded  at  $8.15  bil- 
lion per  year.  States  will  be  able  to  use 
the  fimds  in  this  category  on  any 
interstate  construction  project,  inter- 
state 4R  project,  or  any  construction 
or  reconstruction  project  on  the  pri- 
mary system.  States  that  want  to 
make  a  concerted  effort  to  complete 
the  interstate  program  by  1990  wUl  be 
able  to  do  so,  while  other  States  may 
choose  to  use  their  interstate-primary 
apportionments  for  necessary  recon- 
struction of  existing  interstate  seg- 
ments or  work  on  the  primary  system. 

The  committee  bill  also  provides  ad- 
ditional flexibility  in  other  areas  of 
the  highway  program.  It  allows  a 
transfer  of  up  to  50  percent  between 
urban  and  secondary  program  funds; 
the  use  of  interstate  substitute  high- 
way funds  on  any  public  road;  and  the 
use  of  State-only  funded  bridge  pro- 
grams   as   matching    fimds    for   the 


States  Federal-aid  bridge  program.  Ad- 
ditionally, the  legislation  includes: 
First,  a  "demonstration  block  grant  pro- 
gram in  which  up  to  10  States  may 
participate;  and  second,  a  provision  ex- 
tending interstate  construction  fund 
availability  to  4  years  and  interstate 
substitute  fund  availability  to  2  years. 

This,  I  think,  will  greatly  enhance 
the  continuity  of  highway  spending 
and  be  more  efficient  for  those  high- 
way dollars  so  that  they  will  be  uti- 
lized on  a  regular  basis  and  we  do  not 
have  the  on  again,  stop  and  start  that 
we  have  had,  and  the  problem  of  pass- 
ing those  cost  estimates  through  the 
Congress  in  the  past.  So  this  is  a  very 
important  part  of  the  bill. 

Passage  of  S.  2405  also  would  elimi- 
nate the  need  for  any  future  approval 
of  the  interstate  cost  estimate  [ICE] 
or  interstate  substitute  cost  estimate 
CISCE].  The  bill  directs  the  Depart- 
ment of  Transportation  to  administra- 
tively adjust  the  ICE  and  ISCE  which 
was  approved  by  Congress  last  Sep- 
tember and  which  will  be  used  to  ap- 
portion interstate  construction  funds 
on  October  1,  1986.  The  adjusted  ICE 
and  ISCE  will  then  be  used  to  appor- 
tion interstate  construction  and  inter- 
state substitute  fuinds  for  fiscal  years 
1987  through  1990.  This  will  assure  a 
stable,  reliable  source  of  interstate 
funds  for  the  States. 

This  has  been  the  position  of  both 
sides  of  the  aisle  in  the  Senate  with  re- 
spect to  ICE  and  the  interstate  cost 
substitute  estimates  for  the  past  three 
or  four  times  that  we  have  had  this 
measure  before  the  Senate  on  the 
floor.  And  this  is  an  important  meas- 
ure because  our  argxmient  is  to  try  to 
keep  a  sustained  program  so  we  do  not 
have  work  stoppages,  start  again,  stop 
again.  And  we  are,  in  fact,  today  get- 
ting more  miles  of  road  per  dollar  and 
the  construction  bids  have  been 
coming  in  very  competitively  and  the 
taxpayers  have  been  getting  a  good 
use  of  their  highway  users  funds  for 
the  last  3  or  4  years  because  of  the 
competition  and  because  of  the  conti- 
nuity of  the  program. 

So  this  is  another  important  part  of 
this  legislation  and  I  think  it  is  impor- 
tant that  all  Senators  recognize  that. 
We  will  be  working  very  hard  with  our 
colleagues  in  the  other  body  to  adopt 
some  of  these  measures  for  continuity 
in  this  program  so  we  have  a  sustained 
highway  program. 

One  of  the  most  praiseworthy  fea- 
tures of  the  bill,  in  my  opinion,  is  the 
provision  in  the  highway  priority 
projects  which  the  committee  adopted 
in  markup.  And  I  thank  my  colleagues 
for  making  this  possible.  The  commit- 
tee amendment  authorizes  a  State  to 
use  its  regiilarly  apportioned  funds  for 
any  project  listed  in  section  139,  sub- 
section (a)  of  the  bill.  No  additional 
Federal  funds  are  authorized  for  those 
projects,  but  States  will  have  the  op- 
portimity  to  build  the  projects  with- 


out being  limited  to  a  single  funding 
category. 

I  believe  the  priority  project  amend- 
ment is  soimd  fiscal  and  public  policy. 
The  growing  number  of  demonstration 
projects— now  up  to  100  in  the  House 
bill  at  a  total  estimated  construction 
cost  of  $4.2  billion— threatens  to  bog 
down  consideration  of  highway  legisla- 
tion this  year  and  could  very  well  de- 
stroy the  Federal-aid  highway  pro- 
gram in  the  near  future  if  Congress 
does  not  act  decisively  to  limit  the 
number  and  cost  of  such  projects.  S. 
2405  takes  a  necessary  step  to  elimi- 
nate this  very  real  threat  to  the  high- 
way program,  and  I  hope  it  will  be 
supported  on  the  Senate  floor  and  in 
conference  with  the  House  of  Repre- 
sentatives. 

Mr.  President,  S.  2405  is  a  good  bill 
and  with  a  few  modifications  it  can  be 
an  even  better  bUl.  As  I  indicated  earli- 
er, spending  authority  is  approximate- 
ly $13.2  billion  per  year.  That  figure  is 
too  low.  CBO  estimates  indicate  that 
the  authorization  and  spending  levels 
in  our  bill  will  leave  a  balance  in  the 
highway  account  of  the  highway  trust 
fund  of  more  than  $9  billion  at  the 
end  of  fiscal  year  1990.  The  current 
cash  balance  is  $9.18  billion,  so  the 
spending  levels  incorporated  in  this 
bill  will  do  nothing  to  draw  down  that 
unreasonably  high  balance. 

D  1600 

Mr.  President,  our  distinguished 
chairman.  Senator  Stafford,  spoke  to 
that  earlier.  I  share  his  point  of  view. 
We  do  have  a  problem  with  respect  to 
the  Budget  Act  and  the  unified 
budget,  to  accommodate  that  number. 
But  I  think  what  we  need  to  recognize 
is  that  we  should  be  spending  some- 
where in  the  neighborhood  of  $14  bil- 
lion a  year  instead  of  $13  billion  a  year 
to  work  that  balance  down. 

While  I  was  unsuccessful  in  commit- 
tee markup  with  an  amendment  to  in- 
crease spending  authority  in  the  high- 
way program,  I  continue  to  believe  we 
should  spend  the  money  collected 
from  highway  users  around  the  nation 
to  construct  and  maintain  our  high- 
way system. 

I  have  been  told  that  an  amendment 
will  be  offered  during  floor  consider- 
ation of  the  bill  to  increase  the  level  of 
spending  authority  to  a  level  the  trust 
fund  will  support.  This  Senator  will 
support  that  amendment,  but  it  will 
require  a  budget  waiver.  I  think  all 
Senators  should  be  advised  of  the  fact 
that  it  may  not  be  easy  to  accomplish 
that,  but  the  fact  Is  it  would  be  good, 
sound  public  policy  to  raise  the  appor- 
tionment and  authorization  level  of 
this  legislation  so  that  we  could  spend 
down  that  trust  fund  level  instead  of 
allowing  it  to  maintain  the  $9  billion 
which  sits  in  the  trust  fund. 

As  a  matter  of  fact,  the  Senate  earli- 
er this  yesu-  voted  for  a  sense-of-the- 
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Senate  resolution  that  directed  us  to 
try  to  achieve  a  goal  of  spending  down 
the  balance  in  the  Federal  highway 
trust  fund. 

In  addition,  I  will  join  other  Mem- 
bers in  offering  an  amendment  to 
reform  the  55  mile-per-hour  speed 
limit,  and  an  amendment  to  raise  the 
Davis-Bacon  threshold  of  application 
as  it  relates  to  the  Highway  Program. 

Mr.  President,  I  hope  the  Senate  will 
be  allowed  to  debate  these  amend- 
ments and  then  take  a  vote,  so  that  we 
can  get  on  with  what  promises  to  be  a 
very  difficult  conference  with  the 
House  of  Representatives.  We  cannot 
afford  to  delay  if  the  Highway  Pro- 
gram is  to  be  reauthorized  prior  to  the 
October  adjournment.  The  Nation's 
unmet  highway  needs  are  tremendous, 
and  the  funds  to  meet  those  needs  will 
be  too  little  even  if  we  act  on  time.  But 
let  us  do  at  least  that  much  and  do  it 
as  soon  a  possible. 

I  recently  received  a  letter  signed  by 
Governors  of  every  State  in  the  Union, 
informing  Members  of  Congress  of  the 
importance  the  Governors  place  on 
this  legislation.  The  final  paragraph  of 
the  letter  reads  as  follows: 

While  we  must  deal  with  other  important 
issues,  especially  the  need  to  reduce  the  def- 
icit, the  nation's  surface  transportation  in- 
frastructure cannot  be  placed  on  hold.  We 
urge  you,  and  the  entire  Congress,  to  make 
passage  of  the  highway  and  transit  reau- 
thorization legislation  one  of  your  highest 
priorities  when  Congress  convenes  on  Sep- 
tember 8.  We  trust  that  you  will  do  every- 
thing possible  to  enact  this  important  legis- 
lation by  October  1. 

I  ask  my  colleagues  to  consider  just 
the  logistical  effort  involved  in  getting 
50  Governors  to  agree  to  sign  the  same 
letter.  This  was  no  small  feat,  but  it 
was  undertaken  because  the  Highway 
Program  is  so  important  to  the  States. 
I  urge  my  colleagues  to  heed  the  ad- 
monition of  their  Governors  and  help 
us  move  this  bill  as  quickly  as  possible. 

I  ask  unanimous  consent  that  a  copy 
of  the  letter  to  which  I  have  referred 
be  printed  in  the  Record  following  my 
remarks.  I  also  ask  unanimous  consent 
that  a  chart  showing  authorization 
levels  and  another  chart  showing 
State-by-State  apportionments  under 
S.  2405  be  printed  in  the  Record  fol- 
lowing my  remarks. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

(See  exhibit  1.) 

Mr.  SYMMS.  I  want  to  conclude  by 
reiterating  the  fact  that  this  bill  pro- 
vides $52,386  billion  in  authorizations 
over  the  next  4  fiscal  years.  Those 
funds  are  essential  to  the  construction 
and    maintenance    of    our    highway 


system  and,  thereby,  essential  to  the 
long-term  strength  of  our  economy. 

But  the  funds  authorized  in  this  bill 
have  a  more  direct  and  immediate 
impact  on  the  economy  as  well. 

Mr.  P»resident,  I  am  not  one  who  has 
ever  made  the  agrument  that  the  Fed- 
eral Highway  Program  was  a  jobs  pro- 
gram. But  in  reality,  because  of  the 
fact  that  we  have  $9  billion  sitting  in 
the  trust  fund  already  that  we  are 
trying  to  spend  out,  it  does  mean  jobs 
to  thousands  in  every  State  of  the 
Nation. 

The  $52-plus  billion  in  this  bill 
translates  into  more  than  534,300 
onsite  highway  construction  jobs  and 
more  than  665,300  jobs  in  the  highway 
supply  industry,  a  total  of  more  than 
1,241,500  jobs,  over  the  next  4  years. 

It  is  true,  Mr.  President,  that  if  the 
money  were  not  spent  on  the  high- 
ways, it  might  be  spent  on  something 
else  and  maybe  some  of  those  people 
would  work  in  some  other  occupations. 
But  I  know  of  nothing,  as  I  said  at  the 
outset,  that  means  more  to  the  Ameri- 
can citizens  of  all  different  occupa- 
tions, all  different  points  of  view,  than 
to  have  a  good  highway  system  that 
they  can  drive  their  automobiles  on 
and  be  free  to  go  anywhere  they 
please. 

Jobs  are  not  the  focal  point  of  the 
bill  we  are  considering,  but  they  are 
among  the  welcome  benefits  of  this 
user-financed  program.  I  urge  my  col- 
leagues to  consider  carefully  the  im- 
portance of  this  program  as  we  begin 
our  work  on  the  pending  legislation. 
Time  is  of  the  essence. 

If  there  are  Senators  who  have 
amendments,  I  might  just  say  that  it 
is  the  intention  of  the  manager  of  the 
bill  to  lay  down  the  speed  limit  amend- 
ment and  then,  at  that  point,  tempo- 
rarily set  it  aside,  if  there  is  no  objec- 
tion, and  take  an  amendment  which 
has  been  agreed  to. 

Exhibit  1 
National  Governor's  Association. 

Washington,  DC.  August  26,  1986. 
Dear  Member  of  Congress: 

Through  a  model  intergovernmental  part- 
nership, the  states  and  the  federal  govern- 
ment have  constructed  a  world-class  Inter- 
state highway  system  with  major  highway 
routes  connecting  states  and  communities 
and  have  worked  to  restore  mass  transit  sys- 
tems throughout  the  country.  This  partner- 
ship has  been  under  strain  in  recent  years, 
however,  as  Congress  has  not  been  able  to 
approve  in  a  timely  manner  legislation  re- 
leasing highway  and  transit  funds  to  the 
states. 

Legislation  reauthorizing  the  Federal 
highway  and  transit  programs  must  be  ap- 
proved by  Congress  before  October  1  of  this 
year  for  states  to  maintain  the  tremendous 


investment  and  the  momentum  built  up 
under  the  Surface  Transportation  Assist- 
ance Act  of  1982.  The  Interstate  system  is 
not  yet  completed  and  the  need  to  repair 
current  highway  and  transit  systems  is  as 
great  as  ever.  State  programs  to  improve 
our  transportation  infrastructure  should 
not  be  subject  to  unnecessary  funding 
delays  and  disruptions. 

The  timely  enactment  of  this  legislation  is 
crucial  to  the  states,  who  need  predictability 
and  continuity  to  develop  their  highway 
and  transit  programs  and  to  plan  for  the 
future.  It  is  also  important  to  the  construc- 
tion industry  which  can  ill  afford  uncertain- 
ty and  disruption.  Problems  in  recent  years, 
such  as  the  delayed  enactment  of  the  Inter- 
state cost  estimates,  have  taken  their  toll  on 
the  states  and  the  construction  industry. 

Congress  should  also  keep  in  mine  that 
these  funds  are  raised  by  taxes  imposed  on 
users  and  placed  in  a  Trust  Fund  for  trans- 
portation needs.  They  cannot  be  used  for 
any  other  purpose.  The  truth  is,  however, 
these  Trust  Fund  dollars  are  not  being  used. 
The  Highway  Trust  Fund  has  a  cash  bal- 
ance of  over  $9  billion.  The  states  have 
more  than  $6  billion  in  past  highway  au- 
thorizations they  are  unable  to  spend  be- 
cause of  the  obligation  limitations  that  have 
been  placed  on  the  funds  as  a  fiscal  con- 
straint. While  lowering  the  obligation  ceil- 
ing may.  on  paper,  enhance  the  financial 
picture,  it  is  a  misleading  picture.  The  feder- 
al deficit  is  still  in  the  $200  billion  range, 
and  roads  across  the  Nation  are  not  being 
built. 

While  we  must  deal  with  other  important 
issues,  especially  the  need  to  reduce  the  def- 
icit, the  nation's  surface  transportation  in- 
frastructure cannot  be  placed  on  hold.  We 
urge  you,  and  the  entire  Congress,  to  make 
passage  of  the  highway  and  transit  reau- 
thorization legislation  one  of  your  highest 
priorities  when  Congress  reconvenes  on  Sep- 
tember 8.  We  trust  that  you  will  do  every- 
thing possible  to  enact  this  important  legis- 
lation by  October  1. 
Sincerely. 
Governors   Robert   D.    Orr.   James   R. 
Thompson,  William  A.   O'Neill.  Dick 
Thornburg.  Thomas  H.  Kean.  William 
J.  Janklow,  Richard  W.  Riley,  Toney 
Anaya,  Gerald  L.  Baliles,  Michael  S. 
Dukakis.  James  G.  Martin,  A.P.  Lutali, 
Madeleine  M.  Kunin,  George  R.  Ariyo- 
shi,  Anthony  S.  Earl,  George  Sinner, 
John   Carlin,   Norman   H.   Bangerter, 
John  V.  Evans,  James  J.  Blanchard, 
John  Ashcroft,  William  A.  Allain,  Joe 
Frank  Harris.  Mario  M.  Cuomo,  Bill 
Clinton,  Richard  F.  Celeste.  John  H. 
Sununu,    Bob    Graham,    Michael    N. 
Castle,  Harry  Hughes,  Martha  Layne 
Collins.  Ted  Schwinden,  Edward  D.  Di- 
Prete,   Bill  Sheffield,  Rudy  Perpich, 
Robert      Kerrey,      Terry      Branstad. 
George  C.  Wallace,  Victor  G.  Atiyeh, 
Edwin  W.   Edwards,   Arch  A.   Moore, 
Jr.,  Joseph   E.   Brennan,   Richard   D. 
Lamm.  Ed  Herschler,  Bruce  Babbitt, 
Mark  White,  Booth  Gardner,  Lamar 
Alexander,  Richard  H.  Bryan,  George 
Deukmejian,  and  George  Nigh. 
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537 
237 
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4.518 
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0 
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0 
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0 
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0 
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0 
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0 

2.400 
0 
0 
0 
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0 
0 
22.759 
0 
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0 
0 
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0 
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43,826 

0 

0 
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0 
0 
0 
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0 
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0 
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140.228 
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55.863 
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502,631 
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82,760 
230,424 
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54.021 
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83,742 
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0 

80.990 
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0 
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0 

108,675 
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0 
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0 
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0 
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0 

51,054 
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106.130 
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279.992 
263.671 
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212.997 

83.742 

61.665 


Total 7.906,985 
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72,687 
14,553 
23,234 
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26,901 
14,553 
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75,857 
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94,061 
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28.420 
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{47.965 
23.178 
56.746 
29.056 

262.208 
54.500 
34.418 
13.583 
13.583 
96.634 
94.090 
13,583 
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97,410 
61,617 
37.371 
39.765 
50.843 
48.071 
13.583 
40.999 
33.389 
86.132 
50.535 
34.782 
75.747 
43,170 
23.853 
23.976 
13.583 
31.853 
45.648 
94.127 
47.575 
22,547 

117,848 
39,813 


J41.378 

(175,310 

73,813 

111,544 

30.342 

102,123 

27.982 

71,591 

165.213 

727,442 

32.963 

144,932 

24.957 

132,062 

11.224 

39,360 

11.331 

48,148 

74.399 

416,022 

54.671 

251,623 

11.224 

129,241 

18.296 

70,593 

88,736 

200,699 

51,943 

128,113 

35,533 

87,457 

32,890^ 

87,208 

39,052 

165,752 

38,371 

262,725 

14,303 

42,439 

33,577 

168,637 

44,078 

236,803 

81,639 

225,580 

43,710 

174,633 

31,475 

80,810 

51,162 

141.462 

26,358 

84.081 

25J32 

63.738 

18,615 

57,214 

11,224 

39,360 

52,836 

204.341 

25,244 

85,445 

133,174 

241.854 

63,960 

159.129 

17,654 

54.754 

92.719 

238.987 

34,316 

88.682 
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172.747 

62.288 
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0 

(41.595 
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13.583 
41.345 
27.939 
68.177 

217.562 
41,101 
13,867 

$72,482 
60.185 
20,404 
36.105 
36.139 
13,583 

$29,394 

106.537 
11.224 
32.568 
18.896 
46.561 

131.098 
19.512 
11.224 

$50,056 
38.804 
23,430 
47.959 
17.282 
29.617 

$95,480 
339.086 
39.360 
116.818 
61.388 
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122.901 
39.644 
$225,741 
207.797 
58.387 
98.617 
67.974 
43.200 
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Mr.  SYMMS.  Mr.  President,  it  will 
be  the  intention  of  the  manager  to 
yield  to  the  distinguished  Senator 
from  Texas,  a  very  valuable  and  im- 
portant member  of  our  committee, 
who  has  an  opening  statement  to 
make. 

The  Senator  from  New  Jersey  is 
here  with  a  noncontroversial  amend- 
ment. If  there  is  no  objection,  we  will 
take  his  amendment  and  then  lay 
down  the  speed  limit  amendment. 

Mr.  BENTSEN.  Mr.  President,  the 
highway  reauthorization  bill  which 
comes  before  the  Senate  today  con- 
tains provisions  of  great  importance  to 
our  States  and  to  the  process  of  con- 
tinuing the  excellence  of  our  Federal 
highway  system.  The  Senate  approved 
legislation  with  many  of  the  same  fea- 
tures last  year,  but  because  of  differ- 
ences with  the  other  body  and  the 
very  pressing  needs  to  free  construc- 
tion funds,  we  agreed  to  approve  a  so- 
called  clean  interstate  cost  estimate 
and  to  return  to  the  reauthorization 
bill  this  year. 

What  we  have  here  is  legislation 
that  is  the  result  of  countless  hours  of 
hard  work  by  members  of  the  Environ- 
ment and  Public  Works  Committee,  a 


milestone  in  the  history  of  highway 
legislation  of  which  the  entire  Senate 
can  take  pride.  The  key  to  this  legisla- 
tion is  that  with  it,  we  recognize  that 
the  Nation's  huge  and  successful 
Interstate  System  is  in  a  period  of 
transition,  and  we  are  taking  steps  to 
ensure  that  it  continues  its  beneficial 
service  in  the  future.  The  time  has 
come  to  complete  the  remaining  miles 
of  interstate,  and  the  time  has  come  to 
free  States  that  have  completed  their 
interstate  segments  to  begin  focusing 
on  other  highway  priorities.  This  legis- 
lation provides  that  freedom  to  use 
these  funds  as  needed. 

As  approved  in  the  Senate  last  year, 
this  legislation  also  includes  a  provi- 
sion to  modify  the  formula  used  to  de- 
termine the  85-percent  minimum  allo- 
cation for  the  donor  States.  The 
Senate  first  agreed  in  1982  that  all 
States  should  receive  back  at  least  85 
percent  of  what  they  contribute  to  the 
trust  fimd.  Unfortunately,  because  of 
a  flawed  formula,  this  has  never  been 
the  case.  Only  apportioned  funds  are 
considered  under  the  formula  now  in 
use,  and  as  a  matter  of  elemental  fair- 
ness we  have  again  included  the  more 
accurate  and  fair  approach  of  using  all 


apportioned  and  allocated  fimds  in  de- 
termining the  85-percent  minimum 
return. 

The  legislation  this  year  also  in- 
cludes a  comprehensive  provision 
which  will  allow  States  another  option 
in  our  national  efforts  to  improve  the 
esthetics  of  our  highways.  In  addition 
to  declaring  a  moratorium  on  new  bill- 
boards along  interstate  and  primary 
highways,  this  legislation  gives  the 
States  a  choice  to  provide  either  cash 
or  amortization  to  remove  noncon- 
forming billboards.  Frankly,  cash  com- 
pensation for  these  billboards  has  not 
worked,  and  it  won't  work  in  this  day 
of  budget  constraints,  so  this  opportu- 
nity to  use  amortization  is  included  to 
provide  some  relief  from  imsightly,  ob- 
trusive, and  distracting  billboards. 

The  committee  has  also  included 
provisions  which  can  reduce  Federal 
outlays  by  millions  of  dollars  each 
year  by  clarifying  congressional  intent 
and  allowing  the  donation  of  right-of- 
way  property  in  a  timely  manner.  In 
recent  years,  administration  decisions 
have  all  but  precluded  these  donations 
prior  to  an  environmental  impact 
study.  The  legislation  contains  careful- 
ly crafted  provisions  which  allow  those 
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donations,  but  only  under  a  program 
of  strong  safeguards  to  maintain  the 
environmental  protection  process. 

The  legislation  contains  one  other 
featiire  that  the  Senate  has  approved 
in  the  past.  This  Is  the  provision  for 
the  planting'  of  native  wildflowers 
along  our  Nation's  highways.  Not  only 
does  this  add  beauty  to  the  highway 
system,  it  is  in  keeping  with  the  times 
in  that  it  has  the  potential  to  reduce 
mowing,  watering,  and  littering  costs. 
It  simply  requires  that  States  expend 
at  least  one-quarter  of  1  percent  of  the 
Federal-aid  landscaping  fimds  for 
planting  native  wildflowers  or  shrubs. 
Where  appropriate,  waivers  of  this  re- 
quirement are  permitted. 

Mr.  President,  the  Senate  has  always 
been  in  the  forefront  in  maintaining 
our  outstanding  Federal  highway 
system.  This  legislation  has  been  a 
long  time  coming,  but  its  effects  in  the 
years  to  come  will  prove  its  value.  It  is 
a  comprehensive  bill  which  will  do  a 
very  important  job,  and  I  wholeheart- 
edly recommend  it  to  my  colleagues. 

Mr.  President,  I  yield  to  my  distin- 
guished friend  from  New  Jersey. 

Mr.  LAUTENBERG.  I  thank  the 
Senator  from  Texas.  I  believe  the 
chairman  of  the  committee,  the  Sena- 
tor from  Vermont,  has  a  statement. 

Mr.  STAFFORD.  Mr.  President,  I 
ask  unanimous  consent  that  the  com- 
mittee amendments  may  be  considered 
en  bloc  and  agreed  to  en  bloc  and 
thereafter  treated  as  original  text  for 
the  purpose  of  further  amendment. 

The  PRESIDING  OFFICER  (Mr. 
GoRTOM).  Is  there  objection?  Without 
objection,  it  is  so  ordered. 

The  committee  amendments  were 
considered  and  agreed  to  en  bloc. 

Mr.  STAFFORD.  Mr.  I>resident,  as 
the  Senate  considers  S.  2405.  the  high- 
way authorization  bill,  I  believe  it 
would  be  instructive  for  the  Members 
of  the  Senate  to  review  a  recent  ad- 
dress given  by  a  valuable  member  of 
our  committee.  Senator  Dave  Dureh- 
BERGER,  to  the  American  Public  Works 
Association.  How  the  Federal  Govern- 
ment funds  infrastructure  programs  is 
a  growing  concern  of  the  committee 
and  will  be  a  priority  issue  in  the 
100th  Congress.  As  chairman  of  the 
Intergovernmental  Relations  Subcom- 
mittee of  the  Governmental  Affairs 
Committee,  Senator  Durenberger  has 
a  special  interest  and  expertise  in 
these  matters. 

I  ask  unanimous  consent  that  Sena- 
tor DxTRENBERGER's  remarks  appear  at 
this  point  in  the  Record. 

There  being  no  objection,  the  ad- 
dress was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Remarks  by  Senator  Dave  Durenberger, 
American    Public    Works    Association, 
New  Orleans,  LA,  September  21, 1986 
Good  morning,  ladies  and  gentlemen.  It  is 

a  pleasure  and  honor  for  me  to  be  here  as 

your  guest  this  morning. 
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As  I  was  coming  down  to  New  Orleans.  I 
had  the  opportunity  to  review  your  program 
for  the  week.  It  is  a  very  extensive  program. 
I  was  impressed  and  intrigued  with  the  wide 
scope  of  concerns  that  you  will  be  consider- 
ing this  week.  In  looking  through  the  many 
workshops  and  sessions  that  you  have 
scheduled.  I  was  struck  by  the  overlap  be- 
tween your  program  here  and  the  issues 
that  I  will  face  back  in  Washington  as  we 
wrap  up  the  99th  Congress  in  the  next  ten 
days. 

Your  Congress,  here  in  New  Orleans,  and 
the  99th  Congress,  back  in  Washington,  are 
Joined  by  shared  concerns.  Water  resources, 
municipal  water  supply,  wastewater  treat- 
ment, stormwater  runoff,  highways,  hazard- 
ous waste  disposal,  leaking  underground 
storage  tanks.  All  of  these  items  from  your 
agenda  are  also  on  the  agenda  for  the  Na- 
tion's lawmakers  over  the  next  few  days. 

The  99th  Congress  of  the  United  States 
will  pass  an  omnibus  water  resources  bill 
before  going  home  in  October.  After  ten 
years,  scores  of  legislative  proposals  and 
thousands  of  hours  of  hearings,  meetings, 
floor  debate  and  conference  sessions,  we  are 
down  to  the  one  yard  line.  We  are  almost 
there.  The  bill  we  will  send  to  the  President 
is  a  cornucopia  of  public  works.  It  both  au- 
thorizes a  long  list  of  specific  water  resource 
projects  and  places  in  the  law  significant  in- 
novations in  water  resources  policy  includ- 
ing mandated  cost  sharing  at  the  local  level 
and  new  waterway  users  fees. 

If  there  is  any  bad  news  at  all  on  water  re- 
sources, it  is  the  loss  of  the  municipal  water 
supply  loan  and  grant  program  that  was 
proposed  by  the  House.  All  though  our  ne- 
gotiations, the  Administration  has  insisted 
that  there  be  no  Federal  assistance  for  com- 
munity water  supply.  And  the  House  pro- 
posal has  been  dropped  by  the  water  re- 
sources conference. 

But  I  can't  believe  that  will  be  the  end  of 
the  subject.  We  will  need  to  take  a  closer 
look  again  next  year.  For  one  thing  the  new 
amendments  to  the  SaSe  Drinking  Water 
Act— which  were  signed  into  law  in  June- 
will  have  a  profound  effect  on  municipal 
water  supply.  That  new  law  requires  disin- 
fection and  filtration  for  all  municipal  water 
supplies.  It  will  also  require  treatment  for  a 
large  number  of  systems  that  have  tested 
positive  for  contamination  by  man-made 
chemicals — contamination  that  has  not  been 
effectively  regulated  up  to  now. 

Another  aspect  of  municipal  water  supply 
that  we  are  only  beginning  to  understand  is 
the  ground  water  contamination  problem. 
Some  40.000  communities  depend  on  ground 
water  resources  and  in  most  of  those  com- 
munities water  is  delivered  to  the  consumer 
without  sophisticated  treatment.  These 
communities  operate  240,000  ground  water 
wells.  As  we  come  to  .a  fuller  understanding 
of  the  vulnerability  of  the  ground  water  re- 
source, many  of  these  communities— too 
many— are  going  to  be  surprised  to  learn 
that  their  water  is  contaminated  or  threat- 
ened by  pollution  from  man-made  chemi- 
cals. New  wells,  deeper  wells,  protection  for 
existing  wells  and  treatment  systems  will  be 
needed  in  thousands  of  small  towns  and 
communities  over  the  next  few  years.  And  a 
Federal  program  to  help  the  neediest  of 
communities  bring  safety  to  the  most  basic 
necessity  in  life  should  get  a  fair  hearing  in 
the  Senate. 

I  pledge  to  this  Congress  this  morning 
that  I  will  sponsor  Senate  legislation  in  the 
100th  Congress  in  Washington  that  will  pro- 
vide Federal  assistance  for  municipal  water 
supply.   I  will  ask  the  Environment  and 


Public  Works  Committee  to  take  a  closer 
look  at  the  federal  resi>onsibility— to  follow 
the  Safe  Drinking  Water  Act  amendments— 
which  promised  safer  water  for  the  Ameri- 
can people— with  legislation  that  will  pro- 
vide the  resources  needed  by  your  communi- 
ties so  that  promise  can  be  fulfilled. 

The  second  part  of  my  legislative  report 
this  morning  is  less  welcome.  It  appears  now 
that  we  will  not  complete  action  on  the  re- 
authorization of  the  Clean  Water  Act  before 
the  Congress  adjourns.  We  have  made  very 
little  progress  in  the  conference  meetings 
between  the  House  and  Senate.  The  last 
meeting  of  House  and  Senate  members  was 
in  May.  Since  that  time  the  Senate  has  sent 
the  House  a  long  list  of  proposals.  We  have 
offered  to  split  the  difference  on  many  of 
the  remaining  issues.  But  we  have  had  no 
reply  from  the  House  to  those  proposals. 

So  don't  look  for  a  Clean  Water  bill  this 
year.  That  means  there  will  be  no  extension 
of  the  authority  to  make  grants  for  the 
wastewater  treatment  plants.  And  that  will 
surely  jeopardize  the  appropriations.  In 
1986  Congress  appropriated  $2.4  billion  for 
the  municipal  construction  grants  program. 
But  because  of  the  delay  of  the  Clean  Water 
Act  amendments,  only  $1.8  billion  of  the 
1986  funds  have  been  released  to  the  States. 
There  are  now  indications  that  the  re- 
maining $600  million  will  never  be  released. 
It  will  be  used  instead  to  close  the  deficit 
gap  of  the  Federal  Government.  And  if  we 
don't  get  a  Clean  Water  bill  now,  we  may 
face  even  larger  losses  next  year.  Anything 
that  you  can  do  personally  in  the  remaining 
days  of  this  Congress  to  bring  this  matter  to 
the  attention  of  the  House  would  be  much 
appreciated  and  to  the  great  benefit  of  local 
governments  all  across  the  land. 

There  may  be  a  small,  silver  lining  in  this 
cloud  over  the  Clean  Water  Act.  Having  an 
extra  year  for  the  reauthorizaiton  would 
give  us  the  opportunity  to  do  a  thorough 
review  of  the  stormwater  runoff  problem.  I 
want  you  to  know  that  I  have  every  sympa- 
thy with  the  problems  cities  and  towns  will 
face  if  EPA  requires  a  point  source  permit 
for  every  stormwater  outfall  in  the  country. 
Our  cities  just  can't  afford  to  go  that  route. 
Within  the  past  few  weeks  PEA,  repre- 
sentatives of  local  government  and  the 
House  and  Senate  committees  have  been 
working  on  a  specific  legislative  proposal 
that  may  contain  the  seeds  of  compromise.  I 
think  that  the  essential  elements  of  a  reso- 
lution are  first  to  include  a  system  that 
allows  general  permits  for  stormwater  sys- 
tems .  .  .  general  permits  for  cities  that  are 
in  compliance  with  a  State-designed  and  im- 
plemented runoff  program.  And  the  second 
element  is  to  focus  only  on  those  outfalls 
which  are  actually  causing  problems  in 
meeting  water  quality  standards.  Let's 
narrow  the  scope  of  the  program  to  the  real 
problems  before  we  slap  on  the  regulations. 
It's  next  year  for  the  Clean  Water  Act. 

The  third  piece  of  legislation,  and  one 
that  still  has  life  in  this  Congress,  is  the 
highway  bill.  In  fact,  I  will  be  leaving  for 
the  airport  right  after  this  session  so  that  I 
can  be  back  in  the  Senate  to  offer  an 
amendment  on  the  highway  bill  this  after- 
noon. We  expect  to  see  that  legislation  bill 
on  the  floor  of  the  Senate  today  .  .  .  possi- 
bly tomorrow  .  .  .  and  we  have  every  reason 
to  believe  that  we  will  be  putting  a  four- 
year  extension  of  the  Federal  Highway  Pro- 
gram on  the  President's  desk  before  going 
home. 

On  that  highway  bill,  the  amendment  I 
intend  to  offer  is  an  update  of  the  Uniform 
Relocation  Assistance   Act.   Those  of  you 
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who  work  thJs  part  of  the  public  works 
system  know  that  our  current  law  is  outdat- 
ed. We  have  been  trying  since  1981.  when 
the  Senate  first  passed  the  URA  amend- 
ments, to  bring  the  relocation  policy  of  the 
Federal  Goverrunent  into  line  with  the 
needs  that  people  and  small  businesses  ex- 
perience when  they  are  displaced  by  public 
works  projects.  For  the  first  time,  this  year, 
the  House  has  passed  a  similar  set  of  re- 
forms to  URA.  It  looks  now,  after  five  years 
of  work,  like  the  reforms  that  we  have  been 
promising  will  finally  be  accomplished. 

The  fourth  and  final  item  in  my  legisla- 
tive report  to  you  is  the  Superfund.  That 
legislation  has  actually  been  pursued  in  two 
parts— one  part  of  the  Congress  has  been 
worlung  on  the  substantive  aspects  of  the 
program  and  another  part  has  been  working 
on  the  tax. 

On  the  substance  side  we  have  completed 
an  agreement  between  the  House  and  the 
Senate.  But  on  the  tax  side  there  is  no 
agreement.  In  fact  the  conferees  are  very 
far  apart.  The  Senate  members  want  to  fi- 
nance Superfund  with  a  new  broad-based 
tax  on  a  large  sector  of  American  industry. 
The  Senate  tax  is  basically  a  surcharge  on 
the  corporate  income  tax  of  large  business. 
The  House  has  proposed  a  much  narrower 
financing  scheme— focused  on  the  chemical 
and  petroleum  industries.  It  may  be  that  no 
agreement  can  be  reached. 

But  if  we  do  get  a  bill.  Superfund  will  in 
the  future  look  much  more  like  a  public 
works  program  than  it  has  in  the  past.  We 
are  to  the  point  at  many  Superfund  sites 
across  the  country  where  the  preliminary 
investigation  and  design  work  is  done  and 
we  will  be  moving  on  to  remedial  action- 
moving  dirt,  building  containment  walls, 
pumping  and  treating  contaminated  water, 
capping  landfills  and  paying  contractors  for 
real  environmental  protection. 

Although  there  are  only  a  few  hundred 
Superfund  cleanup  sites  on  the  National 
Priorities  List— not  every  community  has  its 
own  Superfund  site,  thank  goodness— there 
is  another  part  of  this  new  law  that  many  of 
you  may  have  direct  experience  with.  In  the 
past  Superfund  has  not  included  responses 
to  releases  of  gasoline  and  other  petroleum 
products.  Leaks  from  underground  storage 
tanks  in  particular  have  been  excluded  from 
the  federal  Superfund  program. 

But  the  new  legislation  will  create  an  un- 
derground storage  tank  response  program. 
Cleanup  will  be  financed  by  a  new  tax  on 
gasoline.  We  will  raise  the  federal  gasoline 
tax  by  one-tenth  of  a  cent  per  gallon.  This 
new  tax  will  provide  about  $100  million  per 
year  which  will  be  used  by  EPA  to  clean  up 
leaking  underground  tanks.  And  cleanup  is 
a  big  job.  A  recent  study  by  EPA  suggests 
that  there  may  be  as  many  as  189,000  leak- 
ing tanks  at  service  stations  and  other  small 
businesses  across  the  country. 

In  talking  with  EPA  about  the  steps  to  im- 
plement this  new  response  program  it  has 
become  clear  that  the  Federal  Government 
is  Just  not  equipped  to  handle  the  job  alone. 
We  don't  have  the  people  and  we  don't  have 
the  expertise.  YPA  is  planning  to  rely  on 
you— the  public  works  departments  and  re- 
sponse experts  of  local  governments  and  pri- 
vate contractors  to  accomplish  this  cleanup 
program.  They  indicate  now  that  the  tank 
program— more  than  any  other  federal  re- 
sponse program  enacted— will  use  the  re- 
sources of  and  delegate  the  decisionmaking 
power  to  local  government. 

It  is  an  opportunity  for  a  new  partnership. 
For  the  sake  of  our  environment,  our  drink- 
ing water  supplies  and  our  ground  water  re- 


sources—and as  the  author  of  the  under- 
ground storage  tank  response  program  in 
the  new  Superfund  law— I  hope  that  you 
will  make  your  best  effort  to  take  full  ad- 
vantage of  the  new  resources  that  are  about 
to  become  available. 

So  there  is  much  of  immediate  interest  to 
your  organization  and  to  this  1986  Public 
Works  Congress  in  New  Orleans  that  will  be 
occurring  in  the  last  ten  days  of  the  99th 
Congress  in  Washington. 

But  on  occasions  like  this  we  also  need  to 
look  up  from  the  immediate  to  the  farther 
horizons.  Much  may  happen  in  the  last  ten 
days  of  the  99th  Congress.  Some  of  it  will  be 
innovative  and  push  the  nation  in  new 
policy  directions.  Some  of  It  will  be  purely 
parochial  and  small  minded.  But  in  all  of 
the  legislative  hurly-burly  I  have  just  de- 
scribed, it  is  hard  for  me  to  discern  any  pat- 
tern—any one  direction  that  is  clearly  and 
certainly  the  future  of  public  works  in 
America. 

So  the  Congress— yours  and  mine— will  do 
much  in  the  next  few  days.  But  where  are 
we  headed? 

On  Thursday  of  this  past  week  the  Na- 
tional Council  on  Public  Works  Improve- 
ment issued  its  first  report.  The  Council  was 
created  by  the  Congress  in  1984  in  response 
to  the  national  infrastructure  crisis.  Mem- 
bers of  the  Council  came  to  the  hearing 
room  of  the  Environment  and  Public  Works 
Committee  in  the  Senate  to  announce  their 
initial  views.  I  understand  that  a  representa- 
tive of  the  Council  will  be  here  with  you 
this  morning,  as  well.  Since  we  will  both 
have  the  benefit  of  a  briefing  on  that 
report,  I  thought  I  would  use  it  as  a  spring- 
board for  some  comments  on  the  long-term 
prospects  for  public  works  legislation  in 
America. 

Let  me  begin  by  saying  that  the  National 
Council  on  Public  Works  Improvement  has 
the  potential  to  be  one  of  the  best  Federal 
commissions  that  has  ever  been  created.  It 
comes  at  the  right  time.  It  has  significant 
resources.  It  has  experienced  and  committed 
members.  It  has  a  good  staff.  And  it  ap- 
pears—if this  first  report  is  an  indication^ 
that  the  Council  will  conduct  a  thorough 
dialogue  with  the  Congress  during  its  two 
year  lifetime. 

So  I  am  excited  about  the  work  of  this 
Commission.  But  I  am  also  troubled  by  its 
first  report.  Troubled  not  so  much  by  what 
was  in  it,  but  what  is  not.  Let  me  describe 
the  report  for  you.  In  addition  to  a  discus- 
sion of  the  many  needs  assessments  that 
have  been  made  since  the  infrastructure 
crisis  first  made  headlines  a  few  years  ago, 
the  report  has  three  major  chapters  on  the 
trends  that  will  shape  public  works  policy  in 
the  future. 

One  chapter  is  on  new  technology.  It  de- 
scribes some  interesting,  but  incremental 
changes  in  the  technologies  that  will  be 
available  for  public  works  improvement. 
That  chapter  has  a  clear  message,  but  it  is  a 
modest  message. 

The  report  has  a  second  chapter  on  infra- 
structure financing.  That  chapter  also  car- 
ries a  clear  message.  It  reports  a  major 
trend.  It  says  that  an  ever  larger  share  of 
the  infrastructure  burden  is  falling  on  local 
government.  Well,  you  knew  that.  You 
didn't  need  some  fancy  Federal  commission 
to  tell  you  that  the  investment  of  the  na- 
tional government  and  the  states  in  capital 
projects  is  falling  .  .  .  that  the  biggest 
public  works  spending  now  is  on  mainte- 
nance, a  local  responsibility,  rather  than 
new  starts  .  .  .  that  the  high  interest  rates 
have  driven  public  works  out  of  the  bond 


markets  and  back  to  general  revenue 
financing  .  .  .  and  that  the  trends  in  spend- 
ing are  away  from  programs  like  highways 
where  the  Federal  matching  rate  is  high 
and  toward  needs  like  water  supply  and 
solid  waste  disposal  where  there  is  no  Feder- 
al presence  at  all.  We  knew  all  of  that. 

That  clear  message,  tracing  the  public 
works  dollar  .  .  .  each  year  more  and  more 
of  which  is  a  local  government  dollar  ...  is 
in  distinct  contrast  to  the  picture  painted  in 
the  third  chapter  of  the  report  .  .  .  the 
chapter  on  public  works  policy  .  .  .  the 
chapter  that  is  intended  to  outline  roles  and 
responsibilities  for  public  works  decisions. 
Here,  there  is  no  clear  message.  Policy 
points  in  all  directions  at  once.  Some  of  the 
power  is  flowing  in  the  Federal 
direction  .  .  .  some  moving  toward  local 
government  .  .  .  some  falling  out  of  the 
public  sector  altogether  and  into  the  private 
sphere. 

Four  years  after  we  discovered  the  infra- 
structure crisis  .  .  .  and  at  a  time  when  we 
are  re-enacting  all  of  the  major  public  works 
programs  at  the  Federal  level  .  .  .  with  a 
national  blue-ribbon  commission  sifting  the 
evidence  for  several  months  ...  we  still 
can't  get  a  clear  message  on  who  has  respon- 
sibility for  what  infrastructure  decisions  in 
our  federal  system  government.  Where  are 
we  headed? 

Let  me  suggest  that  the  contrast  made  in 
this  report  between  the  chapter  on  financ- 
ing, where  the  message  is  clear,  and  the 
chapter  on  responsibility,  where  the  mes- 
sage is  muddled,  is  an  accurate  reflection  of 
our  current  public  worics  policy.  We  have  ac- 
knowledged as  a  nation  our  infrastructure 
crisis.  What  we  have  not  done  is  set  out  a 
clear  agenda  of  reform  in  response  to  that 
crisis.  And  as  a  result  we  are  getting  defacto 
reform.  Reform  by  default. 

Let  me  use  tax  reform  as  an  example.  Tax 
reform  is  an  explicit  reform.  But  it  is  not  in- 
frastructure reform.  They  didn't  start  the 
tax  bill  by  outlining  the  appropriate  defini- 
tion of  a  public  purpose  for  tax  exempt 
bonds?  That  is  not  where  we  started. 

We  started  by  asking  for  the  lowest  indi- 
vidual income  tax  rate  we  could  reach.  Only 
after  we  got  down  to  27%,  did  infrastructure 
policy  become  a  central  piece  In  the  debate. 
When  we  looked  around  to  find  the  means 
to  pay  for  our  tax  reform  .  .  .  the  magic 
27%  .  .  .  that's  when  we  got  serious  about 
tax-exempt  bonds.  At  the  back  end  of  the 
process.  And  the  result  will  be  higher  infra- 
structure costs  for  local  government. 

The  IDB  volume  caps  will  be  tighter  and 
the  exempt  purposes  more  limited.  Local 
public  works  projects  will  compete  with 
each  other  .  .  .  and  with  public  works 
projects  in  other  communities  ...  for  room 
under  the  statewide  volume  caps.  So  we 
kept  the  decision  on  what  is  .  .  .  and  is  not 
...  a  public  purpose  in  Washington.  We 
took  your  authority  to  define  public  pur- 
pose and  in  exchange  sent  you  a  larger 
share  of  the  cost  of  public  works. 

That  is  in  keeping  with  the  pattern  from 
the  Council's  report  that  I  have  been  de- 
scribing. That  is  infrastructure  reform  by 
default.  The  front  end  of  the  process  was 
explicit  tax  reform.  The  back  end  of  the 
process  .  .  .  the  narrowing  of  the  tax- 
exempt  borrowing  authority  of  local  govern- 
ment .  .  .  will  have  large  consequences  for 
the  pubUc  infrastructure  of  this  of  this 
Nation.  Consequences  only  poorly  under- 
stood and  momentarily  considered  by  the 
tax  committees  as  they  hurried  to  find  the 
means  to  pay  for  the  radical  tax  reform  that 
we  had  promised  up  front. 
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Let  me  use  federalism  reform  as  another 
example.  Perhaps  some  of  you  can  vaguely 
recall  the  outlines  of  the  New  Federalism 
that  President  Reagan  proposed  in  his  1982 
State  of  the  Union  message.  The  President 
asked  for  a  grand  swap  of  responsibilities 
between  the  Federal  Government  and  the 
States  and  cities  that  would  make  the 
human  services  programs  .  .  .  the  health 
and  welfare  programs  .  .  .  primarily  the  re- 
sponsibility of  the  Federal  Government 
while  we  at  the  national  level  withdrew 
from  our  public  works  grants  and  made  in- 
frastructure your  responsibility. 

I  happen  to  be  one  who  believes  that 
there  is  a  great  deal  of  merit  in  that  kind  of 
sorting-out.  In  fact,  some  of  us  in  the 
Senate  and  the  House  are  continuing  to 
pursue  the  notion  of  sweeping  Federalism 
reform  along  these  lines.  But  I  must  admit 
that  in  our  discussions  most  of  the  atten- 
tionis  on  federalizing  the  health  and  welfare 
programs.  We  don't  give  nearly  enough  at- 
tention to  the  smooth  transition  of  the 
public  works  authorities  to  State  and  local 
government. 

There  is  a  danger  that  federalism  reform 
will  become  welfare  reform  at  the  front  end 
and  that  once  again  infrastructure  reform 
will  not  be  done  explicitly,  but  will  be  ac- 
complished only  through  default.  It  does 
not  have  to  be  that  way.  There  can  be  suc- 
cessful and  valuable  reforms  in  public  worlts 
programs  that  shift  more  of  the  authority 
.  .  .  and  responsibility  for  financing  ...  to 
the  State  and  local  level  while  also  return- 
ing the  resources  necessary  to  support  those 
programs. 

For  instance,  the  National  Governors  As- 
sociation has  been  exploring  legislation  that 
would  allow  the  States  to  buy  out  the  high- 
way program  by  raising  their  gasoline  taxes 
in  an  amount  sufficient  to  replace  the  Fed- 
eral motor  fuel  tax.  Infrastructure  reform 
does  not  have  to  be  the  back  end  of  the  New 
Federalism.  It  can  be  designed  as  a  fair  ex- 
change of  responsibilities  that  is  of  advan- 
tage to  all  parties  in  our  federal  system. 

Budget  reform.  You  all  know  the  result  of 
budget  reform.  We  created  a  unified  budget. 
We  developed  an  annual  congressional 
budgeting  process.  We  have  Gramm- 
Rudman-Hollings  to  force  us  to  abandon  the 
low  road  of  deficits.  But  what  is  the  result? 
The  Highway  Trust  Fund  created  for  the 
purpose  of  channeling  a  dedicated  excise 
tax  to  the  specific  purpose  of  public  works 
investment  .  .  .  public  works  spending  .  .  . 
has  become  one  of  the  principal  instruments 
of  our  budget  reform  .  .  .  has  become  our 
national  savings  account. 

Each  year  the  Trust  Fund  has  been  asked 
to  make  a  substantial  contribution  to  deficit 
reduction.  And  billions  have  been  taken 
from  the  highway  projects  of  State  and 
local  governments  to  accomplish  the  explic- 
it purpose  of  deficit  reduction.  At  the  back 
end  the  result  has  been  a  further  shift  of 
the  infrastructure  burden  to  State  and  local 
government. 

It  is  time  that  we  have  infrastructure 
reform  up  front.  It  is  time  that  we  decide 
Where  public  works  policy  in  this  country  is 
headed. 

Let  me  say  that  asking  for  explicit  reform 
takes  courage.  Reform  is  not  hanging  on  as 
tight  as  you  can  to  everything  you've  got. 
You  don't  get  reform  by  saying  no,  no,  no. 
Reform  means  change.  It  is  time  that  you 
propose  change  .  .  .  across-the-board  change 
...  in  the  Infrastructure  policies  of  the  Fed- 
eral Government.  It  is  time  to  ask  that  the 
Congress  name  explicitly  the  infrastructure 
commitments  of  the  Federal  Government. 


And  pay  for  them  from  a  budget  dedicated 
solely  to  our  national  capital  needs.  It  is 
time  for  a  national  capital  budget. 

Capital  budgeting  can  be  the  focus  for  up 
front,  infrastructure  reforms.  Capital  budg- 
eting is  not  the  be  all,  and  end  all  for  our 
public  works  problems.  It  is  not  a  panacea 
for  the  nation's  infrastructure  crisis.  But  it 
can  be  a  tool  that  you  can  use  in  the  nation- 
al legislative  process  to  end  the  muddle  in 
public  works  policy. 

I  am  not  going  to  spend  time  this  morning 
describing  the  advantages  and  disadvan- 
tages of  capital  budgeting.  You  are  all  more 
familiar  with  them  than  I.  My  level  govern- 
ment has  never  known  the  discipline  of  the 
capital  budgeting  that  you  live  with  daily. 
But  I  am  going  to  ask  that  next  year  ...  in 
the  100th  Congress  of  this  nation  .  .  .  you 
join  with  me  in  proposing  that  the  Govern- 
ment of  the  United  States  adopt  a  capital 
budget  and  the  accounting  and  financing 
policies  that  are  appropriate  to  capital 
budgeting  for  our  infrastructure  needs. 

It  is  my  hope  that  when  we  once  again 
face  the  hurly-burly  that  is  always  associat- 
ed with  the  closing  days  of  a  Congress,  our 
shared  agenda  will  include  legislation  to 
move  the  public  works  commitments  of  the 
Federal  Government  into  a  dedicated  cap- 
ital budget.  At  the  end  of  the  next  Con- 
grress,  in  addition  to  all  the  bills  to  extend 
this  program  and  amend  that  one,  our 
agenda  should  include  a  bill  on  the  Presi- 
dents  desk  to  implement  a  capital  budget 
for  America's  infrastructure  needs. 

Thank  you  again  for  the  honor  of  appear- 
ing as  your  guest  today. 

D  1610 

Mr.  STAFFORD.  Mr.  President.  I 
yield  the  floor. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Jersey. 

Mr.  LAUTENBERG.  I  thank  the 
Chair. 

AMENDMENT  NO.  261  1 

Mr.  LAUTENBERG.  Mr.  President, 
on  behalf  of  myself  and  Senators 
Heinz,  Simon,  Metzenbaum,  Moyni- 
HAN,  and  Cranston,  I  call  up  amend- 
ment No.  2611  and  ask  for  its  immedi- 
ate consideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  New  Jersey  [Mr.  Lau- 
tenberg],  for  himself  and  Mr.  Heinz,  Mr. 
Simon,  Mr.  Metzenbaum,  Mr.  Moynihan. 
and  Mr.  Cranston  proposes  an  amendment 
numbered  2611. 

Mr.  LAUTENBERG.  I  ask  unani- 
mous consent  that  further  reading  be 
dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

After  section  145,  insert  the  following: 

Sec.  146.  Sections  146  through  168  of  this 
Act  may  be  cited  as  the  "Disaster  Relief  Act 
Amendments  of  1986 ". 

Sec.  147.  The  short  title  of  the  Disaster 
Relief  Act  of  1974  (Public  Law  93-288)  is 
hereby  amended  by  deleting  the  words  "Dis- 
aster Relief  Act  of  1974"  and  inserting  in 
lieu  thereof  "Major  Disaster  Relief  and 
Emergency  Assistance  Act". 

Sec.  148.  Section  102(1)  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5122(1))  is 
amended  to  read  as  follows: 


"(1)  'Emergency'  means  any  occasion  or 
instance  for  which,  in  the  determination  of 
the  President,  Federal  assistance  is  needed 
to  supplement  State  and  local  efforts  and 
capabilities  to  save  lives  and  to  protect  prop- 
erty, public  health  and  safety,  or  to  lessen 
or  avert  the  threat  of  a  catastrophe  in  any 
part  of  the  Unit^  States.". 

Sec.  149.  Title  VIII  of  the  Public  Works 
and  Economic  Development  Act  of  1965,  as 
amended  (Public  Law  89-136:  42  U.S.C. 
3231-3236)  Is  hereby  repealed,  and  title  V  of 
the  Disaster  Relief  Act  of  1974  (Public  Law 
93-288)  is  hereby  amended  to  read  as  fol- 
lows: 

"TITLE  V-FEDERAL  EMERGENCY 
ASSISTANCE  PROGRAMS 

"PROCEDURES 

"Sec.  501.  (a)  All  requests  for  a  determina- 
tion by  the  President  that  an  emergency 
exists  shall  be  made  by  the  Governor  of  the 
affected  State.  Such  request  shall  be  based 
upon  the  Governors  finding  that  the  situa- 
tion is  of  such  severity  and  magnitude  that 
effective  response  is  beyond  the  capabilities 
of  the  State  and  the  affected  local  govern- 
ments and  that  Federal  assistance  is  neces- 
sary. The  Governors  request  will  furnish  in- 
formation describing  State  and  local  efforts 
and  resources  which  have  been  or  will  be 
used  to  alleviate  the  emergency,  and  will 
define  the  type  and  extent  of  Federal  aid  re- 
quired. As  a  part  of  this  request,  and  as  a 
prerequisite  to  emergency  assistance  under 
the  Act,  the  Governor  shall  take  appropri- 
ate action  under  State  law  and  direct  execu- 
tion of  the  State's  emergency  plan.  Based 
upon  such  Governor's  request,  the  Presi- 
dent may  declare  that  an  emergency  exists. 

"(b)  The  President  may  exercise  any  au- 
thority vested  in  him  by  section  502  and  sec- 
tion 503  of  this  Act  with  respect  to  an  emer- 
gency when  he  determines  that  an  emergen- 
cy exists  for  which  the  primary  responsibil- 
ity for  response  rests  with  the  United  States 
because  the  emergency  involves  a  subject 
area  for  which,  under  the  Constitution  or 
laws  of  the  United  States,  the  United  States 
exercises  exclusive  or  preeminent  responsi- 
bility and  authority.  The  President  may  de- 
termine that  such  an  emergency  exists  only 
after  consultation  with  the  Governor  of  the 
affected  State,  if  practicable.  The  Presi- 
dent's determination,  however,  may  be 
made  without  regard  to  the  provisions  of 
section  501(a)  of  this  Act. 

'"federal  assistance 

■Sec  502.  In  any  emergency,  the  Presi- 
dent may— 

"(a)  direct  any  Federal  agency  with  or 
without  reimbursement  to  utilize  its  au- 
thorities and  the  resources  granted  to  it 
under  other  Acts,  including  but  not  limited 
to  personnel,  equipment,  supplies,  facilities, 
and  managerial,  technical  and  advisory  serv- 
ices in  support  of  State  and  local  emergency 
assistance  efforts  to  save  lives  and  to  pro- 
tect property,  public  health  and  safety  or  to 
lessen  or  avert  the  threat  of  a  catastrophe: 

"(b)  coordinate  all  Federal  agencies  and 
voluntary  relief  or  disaster  assistance  orga- 
nizations providing  emergency  assistance, 
and  coordinate  emergency  assistance  with 
State  and  local  officials:  and 

"(c)  provide  technical  and  advisory  assist- 
ance to  affected  State  and  local  govern- 
ments in  the  performance  of  essential  com- 
munity services,  warning  of  risks  of  hazards, 
public  information  and  assistance  in  health 
and  safety  measures,  management  and  con- 
trol, and  reduction  of  immediate  threats  to 
public  health  and  safety. 
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"Sec.  503.  (a)  In  an  emergency,  when  the 
Federal  assistance  provided  pursuant  to  sec- 
tion 502  of  this  title  Is  inadequate,  the  Presi- 
dent may  provide  assistance  to  save  lives 
and  protect  property,  public  health  and 
safety,  or  to  lessen  or  avert  the  threat  of  a 
catastrophe.  When  debris  removal  assist- 
ance Is  appropriate  under  this  section,  it 
shaU  be  provided  In  accordance  with  the 
terms  and  conditions  of  section  406  of  this 
Act. 

"(b)  In  any  emergency  and  except  as  pro- 
vided by  subsection  (c)  of  this  section,  the 
costs  of  providing  emergency  assistance 
under  this  section  shall  not  exceed 
$5,000,000  of  funds  appropriated  to  carry 
out  this  Act. 

"(c)  The  limitation  of  subsection  (b)  of 
this  section  may  be  exceeded  when  the 
President  determines  that  continued  emer- 
gency assistance  is  immediately  required: 
that  there  is  a  continuing  and  immediate 
risk  to  lives,  property,  public  health  or 
safety;  and  that  necessary  assistance  will 
not  otherwise  be  provided  on  a  timely  basis. 
In  the  event  that  the  limitation  of  subsec- 
tion (b)  is  exceeded,  the  President  shall 
report  to  Congress  on  the  nature  and  extent 
of  the  emergency  assistance  requirements 
and  propose  additional  legislation  if  neces- 
sary.". 

Sbc.  150.  Section  102(2)  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5122(2))  is 
amended  to  read  as  follows— 

'(2)  Major  disaster'  means  any  natural 
catastrophe,  including  any  hurricane,  torna- 
do, storm,  high  water,  winddriven  water. 
tidal  wave,  tsimami.  earthquake,  volcanic 
eruption,  landslide,  mudslide,  snowstorm,  or 
drought,  or  any  fire,  fl(x>d,  or  explosion,  re- 
gardless of  cause,  in  any  part  of  the  United 
States  which,  in  the  determination  of  the 
President,  causes  damage  of  sufficient  sever- 
ity and  magnitude  to  warrant  major  disaster 
assistance  under  this  Act  to  supplement  the 
efforts  and  available  resources  of  States, 
local  governments,  and  disaster  relief  orga- 
nizations in  alleviating  the  damage,  loss, 
hardlship.  or  suffering  caused  thereby.". 

Sec.  151.  Title  II  of  the  Disaster  Relief 
Act  of  1974  (42  U.S.C.  5131-5132)  is  amend- 
ed by— 

(1)  striking  the  words  "(including  the  De- 
fense Civil  Preparedness  Agency)"  in  section 
201(a); 

(2)  adding  the  words  "including  evalua- 
tions of  natural  hazards  and  development  of 
the  programs  aiid  actions  required  to  miti- 
gate such  hazards."  between  the  words 
"plans"  and  "except"  in  section  201(d);  and 

(3)  striking  "$25,000"  in  section  201(d)  and 
Inserting  in  lieu  thereof  "$50,000". 

Sec.  152.  Title  III  of  the  Disaster  Relief 
Act  of  1974  (42  n.S.C.  5141-5158)  is  amend- 
ed by— 

(1)  deleting  sections  301.  305.  and  306  and 
renumbering  subsequent  sections  appropri- 
ately; 

(2)  deleting  the  caption  "federal  assist- 
ance" of  section  301.  as  redesignated  by 
paragraph  (1)  of  this  section,  and  inserting 
in  lieu  thereof  "rules  and  recolations "; 

(3)  deleting  the  first  and  second  sentences 
of  subsection  (a)  of  section  301.  as  redesig- 
nated by  paragraph  (1)  of  this  section,  and 
amending  the  final  sentence  thereof  by 
adding  ".  with  or  without  reimbursement." 
immediately  before  "through";  and 

(4)  deleting  ".  or  economic  status"  in  the 
second  sentence  of  section  308(a)  as  redesig- 
nated by  paragraph  (1)  of  this  section,  and 
adding  "or"  before  "age,". 


Sec.  153.  Section  302(a)  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5143(a)),  as  re- 
designated by  section  152(1)  of  this  Act,  is 
amended  by  adding  at  the  end  thereof  the 
following:  "The  Federal  coordinating  officer 
shall  represent  the  President  in  coordinat- 
ing the  emergency  or  the  major  disaster  re- 
sponse and  recovery  effort.". 

Sec.  154.  Section  311  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5154),  as  redes- 
ignated by  section  152(1)  of  this  Act,  is 
amended  by  redesignating  subsections  (a), 
(b),  and  (c)  as  (b),  (c).  and  (d).  respectively, 
and  by  adding  at  the  beginning  thereof  a 
new  subsection  as  follows: 

"(a)  As  a  condition  of  assistance,  any 
public  facility  and  private  nonprofit  facility 
which  is: 

"(1)  located  in  a  special  flood  hazard  area 
as  identified  by  the  Director  pursuant  to 
the  National  Flood  Insurance  Act  of  1968,  as 
amended  (42  U.S.C.  4001  et  seq.); 

"(2)  damaged  or  destroyed  by  flooding; 
and 

"(3)  otherwise  eligible  for  assistance  under 
section  405  of  this  Act,  must  be  covered,  on 
the  date  of  the  flood  damage,  by  reasonable 
and  adequate  flood  insurance.  Assistance 
under  section  405  for  any  such  facility  not 
so  covered  shall  be  reduced  by  the  maxi- 
mum amount  of  benefits  which  could  have 
been  received  had  reasonable  and  adequate 
flood  insurance  been  in  force:  Provided, 
however.  That  this  reduction  of  assistance 
shall  not  apply  to  uninsured  facilities  where 
such  communities  have  been  identified  for 
less  than  one  year  as  having  special  flood 
hazard  areas.  The  limitations  of  assistance 
required  by  this  suljsection  shall  not  apply 
until  final  regulations  are  promulgated  by 
the  President.  Such  regulations  shall  define 
reasonable  and  adequate  flood  insurance.". 

Sec.  155.  Section  312  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5155),  as  redes- 
ignated by  section  152(1)  of  this  Act.  is 
amended  to  read  as  follows: 

"DUPLICATION  OF  BENEFITS 

"Sec.  312.  (a)  Agencies  or  other  organiza- 
tions providing  Federal  assistance  for  needs 
or  losses  resulting  from  a  major  disaster  or 
emergency  shall  assure  that  no  person,  busi- 
ness concern,  or  other  entity  receives  any 
such  Federal  assistance  if  said  person,  busi- 
ness concern,  or  entity  receives  or  is  entitled 
to  receive  benefits  for  the  same  purposes 
from  insurance  or  any  other  Federal  or  non- 
Federal  source:  Provided,  That  nothing  in 
this  section  shall  prohibit  the  provision  of 
Federal  assistance  to  a  person,  business  con- 
cern, or  other  entity  who  is  or  may  be  enti- 
tled to  receive  benefits  for  the  same  pur- 
poses from  insurance  or  any  other  Federal 
or  non-Federal  source  when  any  such  appli- 
cant for  Federal  assistance  has  not  received 
such  other  benefits  by  the  time  of  applica- 
tion for  Federal  assistance,  so  long  as  the 
applicant  for  Federal  assistance  agrees  as  a 
condition  of  receipt  of  Federal  assistance  to 
repay  duplicative  assistance  from  insurance 
or  any  other  Federal  or  non-Federal  source 
to  the  agency  or  other  organizations  provid- 
ing the  Federal  assistance.  The  President 
shall  establish  such  procedures  as  are 
deemed  necessary  to  insure  uniformity  in 
preventing  such  duplication  of  benefits.  Re- 
ceipt of  partial  benefits  for  a  loss  or  need  re- 
sulting from  a  major  disaster  or  emergency 
does  not  preclude  provision  of  additional 
Federal  assistance  for  any  part  of  such  loss 
or  need  for  which  benefits  have  not  l)een 
provided. 

"(b)  A  person,  business  concern,  or  other 
entity  receiving  Federal  assistance  for  needs 
or  losses  resulting  from  a  major  disaster  or 


emergency  shall  be  liable  to  the  United 
States  to  the  extent  that  such  Federal  as- 
sistance has  duplicated  benefits  available  to 
the  person,  business  concern,  or  other  entity 
for  the  same  purpose  from  insurance  or  any 
other  Federal  or  non-Federal  sources.  The 
agency  or  other  organization  which  provid- 
ed the  duplicative  assistance  shall  collect 
such  duplicative  assistance  from  the  recipi- 
ent in  accordance  with  the  Claims  Collec- 
tion Act  of  1966,  as  amended,  when  in  the 
best  interest  of  the  Government.  The  repay- 
ment shall  not  exceed  the  amount  of  Feder- 
al assistance  received. 

•(c)  Federal  disaster  assistance  and  com- 
parable disaster  assistance  provided  by 
States,  local  governments,  and  disaster  as- 
sistance organizations  to  individuals  and 
families  shall  not  be  considered  as  income  or 
a  resource  when  determining  eligibility  or 
benefit  levels  for  federally  funded  income 
assistance  or  resource  tested  benefit  pro- 
grams.". 

Sec  156.  (a)  Title  III  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5141-5158)  is 
amended  by  adding  at  the  end  thereof  four 
new  sections  as  follows: 

"PROTECTION  OF  ENVIRONMENT 

"Sec.  315.  No  action  taken  or  assistance 
provided  pursuant  to  section  402,  403,  406, 
502,  or  503  of  this  Act,  or  any  assistance  pro- 
vided pursuant  to  .section  405  of  this  Act 
that  has  the  effect  of  restoring  facilities 
substantially  as  they  existed  prior  to  the 
disaster,  shall  be  deemed  a  major  Federal 
action  significantly  affecting  the  quality  of 
the  human  environment  within  the  mean- 
ing of  the  National  Environmental  Policy 
Act  of  1969  (83  SUt.  852).  Nothing  in  this 
section  shall  alter  or  affect  the  applicability 
of  the  National  Environmental  Policy  Act  of 
1969  (83  Stat.  852)  to  other  Federal  actions 
taken  under  this  Act  or  under  any  other 
provisions  of  law. 

"RECOVERY  OF  FUNDS 

"Sec.  316.  The  Attorney  General  of  the 
United  States  is  authorized  to  institute  ac- 
tions in  the  United  States  District  Court  for 
the  district  in  which  an  emergency  or  major 
disaster  occurred,  or  in  such  district  as  oth- 
erwise provided  by  law.  against  any  party 
whose  acts  or  omissions  may  in  any  way 
havf  caused  or  contributed  to  the  damage 
or  hardship  for  which  Federal  assistance  is 
provided  pursuant  to  this  Act.  Upon  the 
showing  that  an  emergency  or  major  disas- 
ter or  the  associated  damage  or  hardship 
was  caused  in  whole  or  in  part  by  an  act  or 
omission  of  such  party,  then  such  party 
shall  be  liable  to  the  United  States  for  the 
full  amount  of  Federal  expenditures  made 
to  alleviate  the  suffering  or  damage  attrib- 
utable to  such  act  or  omission.  The  author- 
ity of  this  section  shall  also  apply  to  the  re- 
covery of  Federal  funds  expended  under  the 
authority  of  section  419  of  this  Act  for  fire 
suppression. 

"AUDITS  AND  INVESTIGATIONS 

"Sec.  317.  (a)  The  President,  when  deemed 
necessary  to  assure  compliance  with  any 
provision  of  this  Act  or  related  regulations, 
shall  conduct  audits  and  Investigations  and 
in  connection  therewith  may  enter  such 
places  and  inspect  such  records  and  ac- 
counts and  question  such  persons  as  deemed 
necessary  to  determine  the  facts  relative 
thereto. 

"(b)  The  President,  when  deemed  neces- 
sary to  assure  comphance  with  any  provi- 
sion uf,^is  Act  or  related  regulations,  may 
require/audits  by  State  and  local  govern- 
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ments in  connection  with  assistance  provid- 
ed under  the  Act. 

"(c)  The  President  and  the  Comptroller 
General  of  the  United  States,  or  any  of 
their  duly  authorized  representatives,  shall 
have  access,  for  purposes  of  investigation, 
audit,  and  examination,  to  any  books,  docu- 
ments, papers,  and  records  of  any  person  or 
entity  relating  to  any  activity  or  program 
undertaken  or  funded  pursuant  to  this  Act. 

"CRIMINAL  AND  CIVIL  PENALTIES 

"Sec.  318.  (a)  Any  person,  organization,  or 
other  entity  who  knowingly  makes  a  false 
statement  or  representation  of  a  material 
fact,  or  who  knowingly  fails  to  disclose  a 
material  fact,  in  any  application  or  other 
document  in  connection  with  a  request  for 
assistance  under  this  Act.  or  who  knowingly 
falsifies  or  withholds,  conceals,  or  destroys 
any  documents,  books,  records,  reports,  or 
statements  upon  which  such  request  for  as- 
sistance is  based,  shall  be  fined  not  more 
than  $10,000  or  imprisoned  for  not  more 
than  one  year,  or  both,  for  each  violation. 

"(b)  Any  person,  organization,  or  other 
entity  who  knowingly  makes  a  false  state- 
ment or  representation  of  a  material  fact,  or 
who  knowingly  fails  to  disclose  a  material 
fact,  in  any  bill,  invoice,  claim,  or  other  doc- 
ument requesting  reimbursement  for  work 
or  services  performed  in  connection  with  as- 
sistance provided  under  this  Act,  or  who 
knowingly  falsifies  or  withholds,  conceals, 
or  destroys  any  documents,  books,  records, 
reports,  or  statements  upon  which  such  re- 
quest for  reimbursement  is  based,  shall  be 
fined  not  more  than  $10,000  or  imprisoned 
for  not  more  than  one  year,  or  both,  for 
each  violation. 

"(c)  Any  person,  organization,  or  other 
entity  who  knowingly  misapplies  the  pro- 
ceeds of  a  loan  or  other  cash  benefit  ob- 
tained under  any  section  of  this  Act  shall  be 
subject  to  a  fine  in  an  amount  equal  to  one 
and  one-half  times  the  misapplied  amount 
of  the  loan  or  cash  benefit. 

"(d)  Whenever  it  appears  that  any  person, 
organization,  or  other  entity  has  violated  or 
is  about  to  violate  any  provision  of  this  Act, 
including  rules  and  regulations  issued  and 
civil  penalties  imposed,  the  Attorney  Gener- 
al may  bring  a  civil  action  for  such  relief  as 
may  be  appropriate.  Such  action  may  be 
brought  in  the  district  court  of  the  United 
States  having  jurisdiction  where  the  viola- 
tion occurred  or.  at  the  option  of  the  par- 
ties, in  the  United  States  District  Court  for 
the  District  of  Columbia. 

"(e)  The  President,  or  the  duly  authorized 
representative  of  the  President,  shall  expe- 
ditiously refer  to  the  Attorney  General  of 
the  United  States  for  appropriate  action 
such  evidence  developed  in  the  performance 
of  functions  under  this  Act  as  may  be  found 
to  warrant  consideration  for  criminal  pros- 
ecution under  the  provisions  of  this  Act  or 
other  Federal  law.". 

(b)  Title  III  of  the  Disaster  Relief  Act  of 
1974  is  amended  by  deleting  subsections  (a) 
and  (c)  of  section  314  (42  U.S.C.  5157),  as  re- 
designated by  section  152(1)  of  this  Act,  and 
by  renumbering  "(b)"  from  the  remaining 
subsection  of  section  314  as  subsection  "(f)" 
of  section  318  as  added  by  section  156(a)  of 
this  Act. 

(c)  Title  rv  of  the  Disaster  Relief  Act  of 
1974  is  amended  by  deleting  section  405  (42 
U.S.C.  5175)  and  by  renumbering  subse- 
quent sections  appropriately. 

(d)  Section  315  of  the  Disaster  Relief  Act 
of  1974  (42  U.S.C.  5158).  as  redesignated  by 
section  152(1)  of  this  Act,  is  further  redesig- 
nated as  section  314. 


Sec.  157.  Title  IV  of  the  Disaster  Relief 
Act  of  1974  (42  U.S.C.  5171-5189)  is  amend- 
ed by  adding  three  new  sections  as  follows 
and  by  renumbering  subsequent  sections  ap- 
propriately: 

"procedures 

"Sec.  401.  (a)  All  requests  for  a  declara- 
tion by  the  President  that  a  major  disaster 
exists  shall  be  made  by  the  Governor  of  the 
affected  State.  Such  Governor's  request 
shall  be  based  upon  a  finding  that  the  disas- 
ter is  of  such  severity  and  magnitude  that 
effective  response  is  beyond  the  capabilities 
of  the  State  and  the  affected  local  govern- 
ments and  that  Federal  assistance  is  neces- 
sary. As  a  part  of  this  request,  and  as  a  pre- 
requisite to  major  disaster  assistance  under 
the  Act,  the  Governor  shall  take  appropri- 
ate action  under  State  law  and  direct  execu- 
tion of  the  State's  emergency  plan.  He  shall 
furnish  information  on  the  extent  and 
nature  of  State  resources  which  have  been 
or  will  be  used  to  alleviate  the  conditions  of 
the  disaster,  and  shall  certify  that  for  the 
current  disaster,  State  and  local  government 
obligations  and  expenditures  (of  which 
State  commitments  must  be  a  significant 
proportion)  will  constitute  the  expenditure 
of  a  reasonable  amount  of  the  funds  of  such 
State  and  local  governments  for  alleviating 
the  damage,  loss,  hardship,  or  suffering  re- 
sulting from  such  disaster,  including,  but 
not  limited  to.  the  cost-sharing  provisions 
pursuant  to  sections  405.  406.  407.  and  410 
of  this  Act.  Based  upon  such  Governor's  re- 
quest, the  President  may  declare  that  a 
major  disaster  exists. 

"(b)  In  any  case  where  an  eligible  appli- 
cant (or  the  State)  is  unable  to  assume  its  fi- 
nancial responsibility  under  the  cost-shar- 
ing provisions  of  sections  405.  406.  and  407 
of  this  Act.  the  President  is  authorized  to 
lend  or  advance  to  the  State  such  25  per 
centum  share.  For  the  purposes  of  section 
405.  such  loan  or  advance  shall  be  author- 
ized only  after  the  occurrence  of  concur- 
rent, multiple  major  disasters  in  a  given  ju- 
risdiction, or  the  extraordinary  costs  of  a 
particular  major  disaster,  and  when  the 
damages  caused  by  such  major  disasters  are 
so  overwhelming  and  severe  that  it  is  not 
possible  for  the  applicant  or  the  State  to 
assume  their  financial  responsibility  under 
this  Act  immediately.  Except  as  provided  by 
subsection  (c)  of  this  section,  any  such  loan 
or  advance  is  to  be  repaid  to  the  United 
States;  there  shall  be  no  deferral  of  the  re- 
payment of  loans  or  advances  authorized  by 
this  subsection  or  of  accrued  interest.  Such 
obligations  shall  bear  interest  at  a  rate  de- 
termined by  the  Secretary  of  the  Treasury, 
taking  into  consideration  the  current 
market  yields  on  outstanding  marketable 
obligations  of  the  United  States  with  re- 
maining periods  to  maturity  comparable  to 
the  reimbursement  period  of  the  loan  or  ad- 
vance. 

"(c)  The  President  may  cancel  all  or  any 
part  of  such  loan  or  advance  made  regard- 
ing section  405  or  section  406  for  concur- 
rent, multiple  major  disasters  or  a  single 
catastrophic  major  disaster  if  a  determina- 
tion is  made  that  following  the  three  full 
fiscal  years  after  the  loan  or  advance  is 
made,  the  applicant  demonstrates  substan- 
tial and  continuing  inability  to  repay  all  or 
part  of  the  loan  or  advance. 

"(d)  The  President  shall  issue  regulations 
describing  the  terms  and  conditions  under 
which  any  loans  or  advances  authorized  by 
this  section  may  be  made  or  canceled. 

"FEDERAL  ASSISTANCE 

"Sec.  402.  In  any  major  disaster,  the  Presi- 
dent may— 


"(a)  direct  any  Federal  agency  with  or 
without  reimbursement  to  utilize  its  au- 
thorities and  the  resources  granted  to  it 
under  other  Acts  including,  but  not  limited 
to,  personnel,  equipment,  supplies,  facilities, 
and  managerial,  technical,  and  advisory 
services  in  support  of  State  and  local  assist- 
ance efforts; 

"(b)  coordinate  all  Federal  agencies  and 
voluntary  relief  or  disaster  assistance  orga- 
nizations providing  disaster  assistance,  and 
coordinate  disaster  assistance  with  State 
and  local  officials;  and 

"(c)  provide  technical  and  advisory  assist- 
ance to  affected  State  and  local  govern- 
ments in  the  performance  of  essential  com- 
munity services,  warning  of  risks  and  haz- 
ards, public  information  and  assistance  in 
health  and  safety  measures,  management 
and  control,  and  reduction  of  Immediate 
threats  to  public  health  and  safety. 

"COOPERATION  OP  FEDERAL  AGENCIES  IN 
RENDERING  DISASTER  ASSISTANCE 

"Sec.  403.  (a)  In  any  major  disaster.  Fed- 
eral agencies  are  hereby  authorized,  on  the 
direction  of  the  President,  to  provide  assist- 
ance by— 

"(1)  utilizing  or  lending,  with  or  without 
compensation  therefore,  to  States  and  local 
governments,  their  equipment,  supplies,  fa- 
cilities, personnel,  and  other  resources, 
other  than  the  extension  of  credit  under  the 
authority  of  any  Act; 

"(2)  distributing  or  rendering,  through  the 
American  National  Red  Cross,  the  Salvation 
Army,  the  Mennonite  Disaster  Ser%ice,  and 
other  relief  and  disaster  assistance  organiza- 
tions, or  otherwise,  medicine,  food,  and 
other  consumable  supplies,  other  services  to 
disaster  victims,  or  emergency  assistance; 

"(3)  donating  or  lending  equipment  and 
supplies,  including  that  determined  in  ac- 
cordance with  applicable  laws  to  be  surplus 
to  the  needs  and  responsibilities  of  the  Fed- 
eral Government,  to  State  and  local  govern- 
ments for  use  or  distribution  by  them  for 
the  purposes  of  this  Act;  and 

"(4)  performing  on  public  or  private  lands 
or  waters  any  emergency  work  or  services 
essential  to  save  lives  and  to  protect  tind 
preserve  property,  public  health  and  safety, 
including,  but  not  limited  to:  Search  and 
rescue,  emergency  medical  care,  emergency 
mass  care,  emergency  shelter,  and  provi- 
sions of  food,  water,  medicine,  and  other  es- 
sential needs,  including  movement  of  sup- 
plies or  persons;  construction  of  temporary 
bridges  necessary  to  the  performance  of 
emergency  tasks  and  essential  community 
services;  provision  of  temporary  facilities  for 
schools  and  other  essential  community  serv- 
ices; warning  of  further  risks  and  hazards; 
public  information  and  assistance  on  health 
and  safety  measures;  technical  advice  to 
State  and  local  governments  on  disaster 
management  and  control;  reduction  of  im- 
mediate threats  to  life,  property,  and  public 
health  and  safety;  and  making  contributions 
to  State  or  local  governments  for  the  pur- 
pose of  carrying  out  the  provisions  of  this 
paragraph.  Such  contributions  for  emergen- 
cy work  under  this  section  and  section  402 
of  this  Act  shall  not  exceed  100  per  centum 
of  the  net  eligible  cost,  or  for  small  projecU 
100  per  centum  of  the  Federal  estimate  of 
the  net  eligible  cost,  of  such  emergency 
work  or  services  performed  by  State  and 
local  governments:  Provided,  That  where 
debris  removal  assistance  is  appropriate 
under  this  section  or  section  402  of  this  Act 
it  shall  be  provided  in  accordance  with  the 
terms  and  conditions  of  section  406  of  this 
Act.". 
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Sbc.  158.  (a)  Section  405  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5172).  as  redes- 
ignated by  section  157  of  this  Act.  is  amend- 
ed to  read  as  follows: 

"(a)  The  President  is  authorized  to  make 
contributions  to  State  or  local  governments, 
to  help  repair,  restore,  reconstruct,  or  re- 
place public  facilities  belonging  to  such 
State  or  local  government  which  were  dam- 
aged or  destroyed  by  a  major  disaster.  Not- 
withstanding any  other  provision  of  law, 
such  contribution  shall  be  75  per  centimi  of 
the  net  eligible  cost,  or  for  small  projects  75 
per  centimi  of  the  Federal  estimate  of  the 
net  eligible  cost,  of  repairing,  restoring,  re- 
constructing, or  replacing  any  such  facility 
estimated  on  the  basis  of  the  design  of  such 
facility  as  it  existed  immediately  prior  to 
such  major  disaster  and  in  conformity  with 
current  applicable  codes,  specifications,  sind 
standards.  For  the  purposes  of  this  section. 
'public  facility'  includes  any  publicly  owned 
flood  control,  navigation,  irrigation,  recla- 
mation, public  power,  sewage  treatment  and 
collection,  water  supply  and  distribution, 
watershed  development,  or  airport  facility, 
any  non-Federal-aid  street,  road,  or  high- 
way, any  other  public  building,  structure,  or 
system  including  those  used  for  educational 
or  recreational  purposes,  and  any  park. 

"(b)  The  President  is  authorized  to  make 
contributions  to  help  repair,  restore,  recon- 
struct, or  replace  eligible  private  nonprofit 
facilities  which  were  damaged  or  destroyed 
by  a  major  disaster.  Notwithstanding  any 
other  provision  of  law,  such  contributions 
shall  be  75  per  centum  of  the  net  eligible 
cost,  or  for  small  projects  75  per  centum  of 
the  Federal  estimate  of  the  net  eligible  cost, 
of  repairing,  restoring,  reconstructing,  or  re- 
placing any  such  facility  estimated  on  the 
basis  of  the  design  of  such  facility  as  it  ex- 
isted immediately  prior  to  such  major  disas- 
ter and  in  conformity  with  current  applica- 
ble codes,  specifications,  and  standards.  For 
the  purposes  of  this  section,  'eligible  private 
nonprofit  facility'  means  private  nonprofit 
educational,  utUity,  emergency,  medical, 
and  custodial  care  facilities,  including  those 
for  the  aged  and  disabled,  and  such  private 
nonprofit  facilities  on  Indian  reservations, 
which  were  damaged  or  destroyed  by  a 
major  disaster. 

"(c)  No  authority  under  this  section  shall 
be  exercised  unless  the  affected  State,  local 
government,  or  eligible  private  nonprofit  or- 
ganization first  agrees  that  such  facility 
shall  be  repaired,  restored,  reconstructed,  or 
replaced  in  compliance  with  flood  plain 
management  and  hazard  mitigation  criteria 
required  by  the  President,  with  the  provi- 
sions of  the  Coastal  Barrier  Resources  Act 
and  other  applicable  Federal  statutes,  and 
in  conformity  with  other  applicable  codes, 
specifications,  and  standards,  except  as  oth- 
erwise provided  in  section  315  of  this  Act. 

"(d)  For  those  facilities  eligible  under  this 
section  which  were  in  the  process  of  con- 
struction when  damaged  or  destroyed  by  a 
major  disaster,  the  contribution  shall  be  75 
per  centum  of  the  net  eligible  costs  of  re- 
storing such  facilities  substantially  to  their 
predisaster  condition:  Provided,  That  the 
term  net  eligible  costs'  shall  not  include 
cost  which,  under  a  contract,  are  the  re- 
sponsibility of  a  contractor. 

"(e)  In  those  cases,  except  for  small 
projects,  where  a  State  or  local  government 
determines  that  public  welfare  would  not  be 
best  served  by  repairing,  restoring,  recon- 
structing, or  replacing  particular  public  fa- 
cilities owned  or  controlled  by  that  State  or 
that  local  government  and  which  have  been 
damaged  or  destroyed  in  a  major  disaster,  it 


may  elect  to  receive,  in  lieu  of  the  contribu- 
tion described  in  subsection  (a)  of  this  sec- 
tion, a  contribution  that  shall  be  50  per 
centum  of  the  Federal  estimate  of  the  net 
eligible  cost  of  repairing,  restoring,  recon- 
structing, or  replacing  such  damaged  facili- 
ties owned  by  it  within  its  jurisdiction.  The 
cost  of  repairing,  restoring,  reconstructing. 
or  replacing  damaged  or  destroyed  public  fa- 
cilities shall  be  estimated  on  the  basis  of  the 
design  of  each  facility  as  it  existed  immedi- 
ately prior  to  such  disaster  and  in  conformi- 
ty with  current  applicable  codes,  specifica- 
tions, and  standards.  Funds  contributed 
under  this  subsection  may  be  expended 
either  to  repair  or  restore  certain  selected 
damaged  public  facilities  or  to  construct 
new  public  facilities  which  the  State  or  local 
government  determines  to  be  necessary  to 
meet  its  needs  for  governmental  services 
and  functions  in  the  disaster-affected 
area.". 

(b)  The  Disaster  Relief  Act  of  1974  is 
amended  by  deleting  section  421  (42  U.S.C. 
5189),  as  redesignated  by  sections  156(c)  and 
157  of  this  Act.  and  by  striking  "or  419" 
each  place  that  this  phrase  appears  in  sec- 
tion 311  (42  U.S.C.  5154).  as  redesignated  by 
section  152(1)  of  this  Act. 

(c)  Section  406  of  the  Disaster  Relief  Act 
of  1974  (42  U.S.C.  5173),  as  redesignated  by 
section  157  of  this  Act,  is  amended  by 
adding  at  the  end  thereof  the  following: 

"(c)  Notwithstanding  any  other  provision 
of  law,  whether  carried  out  directly  through 
Federal  departments,  agencies,  or  instru- 
mentalities or  through  grants  to  State  or 
local  governments.  Federal  assistance  pro- 
vided under  authority  of  this  section  shall 
be  75  per  centum  of  the  net  eligible  costs,  or 
for  small  projects  75  per  centum  of  the  Fed- 
eral estimate  of  the  net  eligible  costs,  of 
debris  removal.". 

Stic.  159.  Section  407(a)  of  the  Disaster 
Relief  Act  of  1974,  as  redesignated  by  sec- 
tion 157  of  this  Act,  is  amended  to  read  as 
follows: 

"(a)  The  President  is  authorized  to  pro- 
vide, either  by  purchase  or  lease,  temporary 
housing  including,  but  not  limited  to,  unoc- 
cupied habitable  dwellings,  suitable  rental 
housing,  mobile  homes,  or  other  readily  fab- 
ricated dwellings  for  those  who,  as  a  result 
of  a  major  disaster,  require  temporary  hous- 
ing. Whenever  he  determines  it  to  be  in  the 
public  Interest,  the  President  is  authorized 
to  provide  temporary  housing  assistance  by 
using  Federal  departments,  agencies,  or  in- 
strumentalities. In  addition,  the  President  is 
authorized  to  provide  temporary  housing  as- 
sistance by  contributing  not  to  exceed  100 
per  centum  (or  75  per  centum  for  group  site 
development  pursuant  to  paragraph  (2)  of 
this  subsection)  of  the  costs  of  temporary 
housing  assistance  to  a  State  or  local  gov- 
ernment which  provides  such  assistance  to 
those  who  require  it  as  a  result  of  a  major 
disaster.  Federal  financial  and  operational 
responsibilities  for  temporary  housing  as- 
sistance shall  not  exceed  eighteen  months 
from  the  date  of  the  major  disaster  declara- 
tion by  the  President,  unless  he  determines 
that  due  to  extraordinary  circumstances  it 
would  be  in  the  public  interest  to  extend  the 
eighteen  month  period. 

"(1)  Temporary  housing  assistance  pursu- 
ant to  this  subsection  shall  be  provided  orily 
when  adequate  alternative  housing  is  un- 
available, unless  there  is  compelling  need  to 
do  so  because  of  extreme  hardship. 

"(2)  Any  mobile  home  or  other  readily 
fabricated  dwelling  supplied  pursuant  to 
this  subsection  shall  be  placed  on  a  site 
complete  with  utilities  provided  either  by 


the  State  or  local  government,  or  by  the 
owner  or  occupant  of  the  site  who  was  dis- 
placed by  the  major  disaster.  When  the 
President  determines  such  action  to  be  in 
the  public  interest,  he  may  authorize  instal- 
lation of  essential  utilities  at  Federal  ex- 
pense and  he  may  elect  to  provide  other 
more  economical  or  accessible  sites.  Howev- 
er, in  the  event  the  President  authorizes  the 
development  of  a  group  site,  that  is,  a  site 
for  two  or  more  households,  the  Federal 
share  shall  be  75  per  centum  of  the  develop- 
ment costs,  and  the  remainder  shall  be  met 
by  funds  provided  by  the  State  or  local  gov- 
ernment.". 

Sec.  160.  Section  408  of  the  Disaster 
Relief  Act  of  1974,  (42  U.S.C.  5176).  as  redes- 
ignated by  sections  156(c)  and  157  of  this 
Act,  is  amended  by  adding  "(a)"  after  "408." 
and  by  adding  a  new  subsection  "(b)"  as  fol- 
lows: 

"(b)  The  President  is  authorized  to  con- 
tribute up  to  50  per  centum  of  the  cost  of 
implementing  hazard  mitigation  projects 
which  he  has  determined  would  be  cost  ef- 
fective and  would  substantially  reduce  the 
risk  of  future  damage,  hardship,  loss,  or  suf- 
fering in  the  area  affected  by  a  major  disas- 
ter. Such  projects  shall  be  identified  follow- 
ing the  evaluation  of  natural  hazards  pro- 
vided for  in  subsection  (a)  of  this  section 
and  shall  be  subject  to  approval  by  the 
President.  The  total  of  the  contributions 
made  under  this  subsection  shall  not  exceed 
10  per  centum  of  the  Federal  estimate  of 
grants  made  under  the  authority  of  section 
405  of  this  Act  for  each  major  disaster.". 

Sec.  161.  Section  409(a)  of  the  Disaster 
Relief  Act  of  1974,  (42  U.S.C.  5177),  as  redes- 
ignated by  sections  156(c)  and  157  of  this 
Act,  is  amended  to  read  as  follows:  "The 
President  is  authorized  to  provide  such  dis- 
aster unemployment  assistance  as  he  deems 
appropriate  to  individuals  who  are  unem- 
ployed as  a  result  of  a  major  disaster.  Disas- 
ter unemployment  assistance  authorized  by 
this  section  shall  be  available  to  an  eligible 
individual  for  a  period  not  to  exceed  fifty- 
two  weeks  after  the  week  in  which  an  eligi- 
ble individual  became  unemployed  as  a 
result  of  a  major  disaster,  and  such  period 
shall  be  regarded  as  the  disaster  assistance 
period  for  that  individual  for  the  purposes 
of  this  section.  Disaster  unemployment  as- 
sistance shall  not  be  payable  with  respect  to 
any  week  for  which  an  individual  is  entitled 
to  unemployment  compensation  (as  defined 
in  section  85(c)  of  the  Internal  Revenue 
Code  of  1954,  as  amended)  or  waiting  week 
credit.  The  maximum  amount  of  disaster 
unemployment  assistance  payable  to  any  in- 
dividual with  respect  to  a  major  disaster 
shall  not  exceed  twenty-six  times  the  maxi- 
mum weekly  amount  for  which  the  individ- 
ual establishes  eligibility  minus  the  amount 
of  any  unemployment  compensation  paid  to 
the  individual  during  the  fifty-two  week 
benefit  period  established  pursuant  to  this 
section.  Such  assistance  for  a  week  of  unem- 
ployment shall  not  exceed  the  maximum 
weekly  amount  authorized  under  the  unem- 
ployment compensation  law  of  the  State  in 
which  the  disaster  occurred,  and  the 
amount  of  assistance  under  this  section  for 
a  week  of  unemployment  shall  be  reduced 
by  any  amount  of  private  income  protection 
Insurance  comptensation  available  to  such 
individual  for  such  week  of  unemployment. 
The  payment  of  unemployment  compensa- 
tion to  an  individual  with  respect  to  any 
week  subsequent  to  the  exhaustion  of  eligi- 
bility of  such  individual  for  disaster  unem- 
ployment assistance  and  within  the  fifty- 
two  week  benefit  period  established  pursu- 
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ant to  this  section  shall  not  be  regarded  as 
duplication  of  benefits  under  section  312  of 
this  Act.  The  President  is  directed  to  pro- 
vide disaster  unemployment  assistance 
through  agreements  with  States  which,  in 
his  Judgment,  have  an  adequate  system  for 
administering  such  assistance  through  exist- 
ing State  agencies.". 

Sec.  162.  (a)  Section  410(b)  of  the  Disaster 
Relief  Act  of  1974,  (42  U.S.C.  5178),  as  redes- 
ignated by  sections  156(c)  and  157  of  this 
Act,  is  amended  by  adding  a  period  after  the 
word  'share"  in  the  second  sentence  of  that 
subsection  and  by  deleting  the  following 
phrase  from  the  second  sentence  of  section 
410(b):  "and  any  such  advance  is  to  be 
repaid  to  the  United  States  when  such  State 
is  able  to  do  so.". 

(b)  Section  410(b)  of  the  Disaster  Relief 
Act  of  1974  (42  U.S.C.  5178),  as  redesignated 
by  sections  156(c)  and  157  of  this  Act,  is  fur- 
ther amended  by  adding  the  following  sen- 
tence between  the  second  and  third  sen- 
tences of  this  subsection:  "Such  advances 
shall  bear  interest  from  the  date  of  the  ad- 
vance at  a  rate  determined  by  the  Secretary 
of  the  Treasury,  taking  into  consideration 
the  current  market  yields  on  outstanding 
marketable  obligations  of  the  United  States 
with  remaining  pericxls  to  maturity  compa- 
rable to  the  reimbursement  period  of  the 
loan  or  advance.  Repayment  of  such  ad- 
vances and  of  interest  which  accrues  on  the 
advances  may  be  deferred  for  no  longer 
than  two  years  from  the  date  of  the  major 
disaster  declaration.". 

Sec.  163.  Section  410(b)  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5178),  as  redes- 
ignated by  sections  156(c)  and  157  of  this 
Act,  is  amended  by  striking  "$5,000"  in  the 
last  sentence  and  inserting  in  lieu  thereof 
••$7,500". 

Sec.  164.  Section  415  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5183).  as  redes- 
ignated by  sections  156(c)  and  157  of  this 
Act,  is  amended  by  striking  '(through  the 
National  Institute  of  Mental  Health)". 

Sec.  165.  Section  420(d)  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5188),  as  redes- 
ignated by  sections  11(c)  and  12  of  this  Act, 
is  deleted. 

Sec.  166.  The  Disaster  Relief  Act  of  1974 
(42  U.S.C.  5121-5202)  as  amended  by— 

(1)  striking  paragraph  (7)  of  section  101(b) 
(42  U.S.C.  5121),  striking  ";  and"  from  para- 
graph (6)  and  adding  in  lieu  thereof  a 
period,  and  adding  '•and"  at  the  end  of  para- 
graph (5); 

(2)  striking  "the  Canal  Zone,"  in  para- 
graphs (3)  and  (4)  of  section  102  (42  U.S.C. 
5122): 

(3)  striking  '•disaster"  in  the  caption  of 
title  III  (42  U.S.C.  5141-5158)  and  inserting 
in  lieu  thereof  ••major  disaster  relief  and 
emergency"; 

(4)  striking  ••section  402  or  404  of"  in  sec- 
tion 308(b)  (42  U.S.C.  5151),  as  redesignated 
by  section  152(1)  of  this  Act: 

(5)  adding  •'emergency  or"  before  the 
word  "major"  each  of  two  places  that  word 
appears  in  section  307  (42  U.S.C.  5150),  as 
redesignated  by  section  152(1)  of  this  Act; 

(6)  striking  in  section  310(b)  (42  U.S.C. 
5153),  as  redesignated  by  section  152(1)  of 
this  Act,  everything  after  the  word  ••areas" 
and  inserting  in  lieu  thereof  a  period: 

(7)  striking  ••or  section  803  of  the  Public 
Works  and  Economic  Development  Act  of 
1965,"  each  place  the  phrase  appears  in  sec- 
tion 311  (42  U.S.C.  5154),  as  redesignated  by 
section  152(1)  of  this  Act; 

(8)  striking  ^'402"  each  place  that  number 
appears  in  section  311  (42  U.S.C.  5154),  as 
redesignated  by  section  152(1)  of  this  Act, 
and  inserting  in  lieu  thereof  "405"; 
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(9)  adding  "emergency  and  major"  before 
the  word  •'disaster"  in  section  313  (42  U.S.C. 
5156),  as  redesignated  by  section  152(1)  of 
this  Act; 

(10)  adding  the  word  "major"  between  the 
words  ••federal"  and  "disaster"  in  the  cap- 
tion to  title  IV  (42  U.S.C.  5171-5189); 

(11)  striking  '•in  emergencies  or  in  major 
disasters"  in  the  third  sentence  of  para- 
graph (2)  of  section  407(d)  (42  U.S.C.  5174), 
as  redesignated  by  section  157  of  this  Act; 

(12)  striking  '^311"  in  section  407(d)(2)  (42 
U.S.C.  5174),  as  redesignated  by  section  157 
of  this  Act,  and  inserting  in  lieu  thereof 
"308"; 

(13)  striking  "an  emergency  or"  in  section 
417  (42  U.S.C.  5185),  as  redesignated  by  sec- 
tions 156(c)  and  157  of  this  Act,  and  insert- 
ing in  lieu  thereof  "a"; 

(14)  striking  "408"  in  section  605  (42 
U.S.C.  5121)  and  inserting  in  lieu  thereof 
"410": 

(15)  striking  "301 "  in  subtitle  C  of  title  I 
of  the  State  and  Local  Fiscal  Assistance  Act 
of  1972  (Public  Law  92-512:  86  Stat.  919) 
and  inserting  in  lieu  thereof  "401": 

(16)  striking  "President"  each  place  that 
word  appears  in  section  309(a),  as  redesig- 
nated by  section  152(1)  of  this  Act,  and  in- 
serting in  lieu  thereof  "Federal  coordinating 
officer". 

(17)  striking  "renf  in  section  310(a)(2)  (42 
U.S.C.  5153),  as  redesignated  by  section 
152(1)  Qf  this  Act,  and  inserting  in  lieu 
thereof  '"income";  and 

(18)  striking  paragraph  (1)  of  section 
310(a)  (42  U.S.C.  5153),  as  redesignated  by 
section  152(1)  of  this  Act.  and  renumbering 
subsequent  paragraphs  appropriately. 

Sec.  167.  (a)  Section  6(a)(6)(E)  of  the 
Coastal  Barrier  Resource  Act,  16  U.S.C. 
3505(a)(6)(E),  is  amended  by  striking  out 
•pursuant  to  sections  305  and  306  of  the 
Disaster  Relief  Act  of  1974"  and  inserting  in 
lieu  thereof  "pursuant  to  sections  402,  403, 
502,  and  503  of  the  Major  Disaster  Relief 
and  Emergency  Assistance  Act". 

(b)  Whenever  any  reference  is  made  in 
any  provision  of  law  (other  than  this  Act). 
regulation,  rule,  record,  or  document  of  the 
United  States  to  provisions  of  the  Disaster 
Relief  Act  of  1974  repealed  or  renumbered 
by  sections  146  through  168  of  this  Act, 
such  reference  shall  be  deemed  to  be  a  ref- 
erence to  the  appropriate  provisions  of  the 
Major  Disaster  Relief  and  Emergency  As- 
sistance Act. 

Sec  168.  (a)  Except  as  provided  in  subsec- 
tion (b),  sections  146  through  168  of  this  Act 
shall  take  effect  on  October  1,  1986. 

(b)(1)  Sections  146  through  168  of  this  Act 
shall  not  affect  the  administration  of  any 
assistance  provided  under  the  authority  of 
the  Disaster  Relief  Act  of  1974,  for  any 
major  disaster  or  emergency  declared  by  the 
President  prior  to  October  1,  1986. 

(2)  Except  with  regard  to  section  409(a)  of 
the  Disaster  Relief  Act  of  1974,  as  redesig- 
nated by  sections  156(c)  and  157  of  this  Act, 
(relating  to  disaster  unemployment  assist- 
ance)— 

(A)  rules  and  regulations  issued  under 
statutory  provisions  which  are  repealed, 
mcxUfied,  or  amended  by  this  Act  shall  con- 
tinue in  effect  as  though  issued  under  the 
authority  of  this  Act  until  they  are  express- 
ly abrogated,  modified,  or  amended  by  the 
President;  and 

(B)  provision  of  disaster  assistance  author- 
ized by  statutory  provisions  repealed,  modi- 
fied, or  amended  by  this  Act  or  rules  and 
regulations  issued  thereunder,  or  proceed- 
ings involving  violations  of  statutory  provi- 
sions repealed,  modified,  or  amended  by  this 


Act  or  rules  and  regulations  issued  thereun- 
der which  are  in  process  prior  to  the  effec- 
tive date  of  this  Act,  may  be  continued  to 
conclusion  as  though  the  applicable  statuto- 
ry provisions  had  not  been  repealed,  modi- 
fied,'or  amended. 

(3)  "y^iolations  of  statutory  provisions  or 
rules  and  regulations  issued  under  the  au- 
thority of  statutory  provisions  repealed, 
modified,  or  amended  by  this  Act  or  rules 
and  regulations  issued  thereunder  which  are 
committed  prior  to  the  effective  date  of  this 
Act  may  be  proceeded  against  under  the  law 
in  effect  at  the  time  of  the  specific  viola- 
tion. 

(c)  Title  IV  of  the  Disaster  Relief  Act  of 
1974  (42  U.S.C.  5171-5189)  is  amended  by 
adding  at  the  end  thereof  a  new  section  as 
follows: 

"Sec.  421.  No  SUte  shall  be  ruled  ineligi- 
ble to  receive  assistance  under  this  Act 
solely  by  virtue  of  an  arithmetic  formula 
based  on  income  or  population." 

Mr.  LAUTENBERG.  Mr.  President, 
on  April  18,  the  Federal  Emergency 
Management  Agency  issued  regula- 
tions that  would  in  effect  deny  Feder- 
al disaster  relief  assistance  to  States 
and  localities  in  61  of  the  last  111  de- 
clared disasters.  They  would  not  have 
been  eligible.  Under  these  regulations, 
when  a  disaster  is  severe  enough  to 
warrant  Federal  assistance,  localities 
would  be  called  upon  to  pay  50  percent 
of  the  costs  of  replacing  and  repairing 
public  facilities,  instead  of  the  25  per- 
cent they  pay  under  current  practice. 

I  oppose  the  implementation  of 
these  regulations.  Denying  Federal  as- 
sistance in  time  of  need  and  increasing 
costs  to  local  governments  when  they 
can  least  afford  increased  costs  under- 
mines the  basic  purpose  of  Federal  dis- 
aster relief. 

As  ranking  member  of  the  Subcom- 
mittee on  Regional  and  Commimity 
Development  with  Jurisdiction  over 
this  program,  I  strongly  oppose  the 
imposition  of  these  drastic  changes 
through  the  regulatory  process.  If 
sweeping  changes  are  to  be  made  in 
the  Disaster  Relief  Program,  those 
changes  should  be  made  by  the  Con- 
gress, not  by  the  bureaucracy. 

Prior  to  the  August  recess,  I  had  in- 
tended to  offer  an  amendment  to  the 
debt  ceiling  bill  to  prevent  these 
FEMA  regulations  from  taking  effect 
until  Congress  specifically  authorized 
changes  to  existing  law.  The  commit- 
tee leadership  urged  me  to  withhold 
that  amendment  until  this  bill  came  to 
the  floor,  so  that  an  amendment  could 
be  worked  out  which  stopped  the  regu- 
lations and.  further,  authorized 
changes  in  the  Disaster  Relief  Pro- 
gram. An  important  reason  for  choos- 
ing this  vehicle  is  that  this  amend- 
ment will  then  go  to  conference  with 
the  proper  House  committee. 

Mr.  president,  it  is  time  for  the  Con- 
gress to  exert  control  over  the  Disas- 
ter Relief  Program.  Passage  of  author- 
izing legislation  is  the  way  to  do  it. 
With  the  exception  of  one  provision, 
this  amendment  has  been  adopted  by 
the  Senate  on  two  previous  occasions 
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without  objection.  This  amendment 
enjoys  broad  public  support.  It  brings 
stability  and  flexibility  to  the  Federal 
Disaster  Relief  Program. 

The  one  provision  that  was  not  in- 
cluded in  this  legislation  in  the  past  is 
a  prohibition  on  the  establishment  of 
a  purely  per  capita  ability-to-pay  for- 
mula for  deciding  which  disasters  will 
be  declared  and  which  will  not.  The 
Senate  has  already  acted  to  prohibit 
this  aspect  of  the  proposed  regula- 
tions. The  fiscal  year  1987  HUD  and 
Independent  Agencies  appropriations 
bill,  as  approved  by  the  appropriations 
Subcommittee  on  HUD  and  Independ- 
ent Agencies,  of  which  I  am  a  member, 
also  includes  such  a  provision,  which  I 
sought  along  with  15  other  Senators 
who  joined  me  in  writing  to  subcom- 
mittee Chairman  Garn,  asking  that 
these  regiilations  be  stopped. 

I  ask  unanimous  consent  that  a  copy 
of  that  letter  be  printed  in  the 
Recoro. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
RscoRO.  as  follows: 

U.S.  Senate. 
Washington,  DC.  July  21,  1986. 
Hon.  Jake  Gark. 

ChairmaTi,  Subcommittee  on  HUD-Inde- 
pendent  Agencies,  Committee  on  Appro- 
priations. U.S.  Senate,  Washington,  DC. 

Dear  Jake:  On  April  18,  the  Federal  Emer- 
gency Management  Agency  (FEMA)  pub- 
lished in  the  Federal  Register  proposed 
rules  affecting  the  declaration  of  natural 
disasters  and  the  distribution  of  disaster  as- 
sistance. The  impact  of  these  proposed 
rules,  which  are  scheduled  to  take  affect  in 
October,  is  far-reaching  and  dramatic. 

Under  the  proposed  rules,  61  of  the  last 
111  disasters  declared  by  the  President 
would  not  have  been  declared.  Communities 
hard  hit  by  major  shocks  to  their  physical 
and  economic  systems  would  be  expected  to 
pay  half  of  all  clean-up  and  restoration 
costs.  Under  current  practice,  states  and  lo- 
calities pay  25  percent  of  such  costs. 

The  driving  force  behind  these  regulations 
is  the  desire  of  FEMA  to  save  money  on  dis- 
aster relief.  We  do  not  support  spending  any 
more  than  is  necessary  for  disaster  relief. 
Nevertheless,  federal  assistance  in  times  of 
disaster  is  a  basic  function  of  government. 
Profound  changes  in  the  procedures  for  the 
declaration  of  natural  disasters  and  the  dis- 
tribution of  assistance  should  not  be  accom- 
plished by  regulations.  Such  drastic  altera- 
tons  in  federal  policy,  if  they  are  to  be  made 
at  all,  should  be  approved  by  the  Congress 
and  not  be  undertaken  through  administra- 
tive procedures. 

We  oppose  the  regulations  issued  by 
FEMA  on  April  18.  We  urge  that  the  Sub- 
committee on  HUD  and  Independent  Agen- 
cies include  a  provision  in  the  FY  '87  HUD 
and  Independent  Agencies  Appropriations 
bill  prohibiting  the  implementation  of  these 
regulations.  Such  action  would  give  the  ap- 
propriate committees  of  the  Congress  time 
to  review  FEMA's  recommendations  and 
take  appropriate  action. 

If  changes  are  to  be  made  in  the  federal 
disaster  assistance  program,  they  should  be 
made  with  the  full  involvement  of  the  Con- 


gress and  not  through  the  regulatory  proc- 
ess. 

Sincerely. 
John  C.  Stennis,  Arlen  Specter,  Wendell 

Ford,     Larry     Pressler,     Donald    W. 

Riegle,  Jr.,  John  D.  Rockefeller,  IV, 

James  Abdnor,  Alfonse  M.  D'Amato. 

Frank    R.    Lautenberg,    John    Heinz. 

Howell  Heflin,  Bill  Bradley,  Don  Nick- 

les,  John  Glenn,  Paul  Simon,  Rudy 

Boschwitz. 

Mr.  LAUTENBERG.  Mr.  President, 
rejecting  the  regulations  Is  not 
enough.  In  order  to  exert  congression- 
al control  over  this  program,  we  need 
a  comprehensive  reauthorization  of 
the  Disaster  Relief  Program.  The 
amendment  I  am  offering  is  essential- 
ly the  text  of  S.  2517,  a  comprehensive 
reform  of  the  Disaster  Relief  Program, 
which  was  adopted  by  the  Senate  on 
two  occasions. 

This  amendment  represents  a  con- 
sensus on  the  Committee  on  Environ- 
ment and  Public  Works.  This  issue  has 
been  considered  by  the  committee  at 
length.  This  legislation  would  not 
have  been  approved  twice  before  but 
for  the  contributions  of  Senators  Hum- 
phrey and  BuRDicK.  Senator  Hum- 
phrey has  been  a  leader  on  this  legis- 
lation as  chairman  of  the  Subcommit- 
tee on  Regional  and  Community  De- 
velopment. 

I  am  pleased  to  serve  on  that  sub- 
committee with  my  distinguished  col- 
league from  North  Dakota  [Mr.  Bur- 
dick],  who  was  long  the  chairman  of 
the  subcommittee  and  is  really  the 
father  of  the  Federal  Disaster  Relief 
Program. 

Mr.  President,  because  this  legisla- 
tion has  been  before  the  Senate  in  the 
past  it  is  not  necessary  to  make  exten- 
sive remarks  on  its  details.  I  refer 
those  with  questions  to  Senate  Report 
No.  98-448.  the  report  on  S.  2517, 
which  was  approved  unanimously  in 
1984.  The  text  of  S.  2517  constitutes 
the  bulk  of  this  amendment. 

It  is  my  understanding  that  this 
amendment  has  been  cleared  on  both 
sides  and  that  the  managers  are  pre- 
pared to  accept  it.  If  that  is  the  case,  I 
am  prepared  to  move  the  amendment. 

I  shall  just  highlight  the  major  fea- 
tures of  this  amendment. 

This  amendment  will  bring  much- 
needed  clarity  and  predictability  to 
cost  sharing  in  this  program  by  au- 
thorizing a  25-percent  local  match. 
The  requirement  of  this  match  will 
insure  cost  consciousness  on  the  part 
of  local  governments  while  laying  to 
rest  the  controversy  surrounding  the 
imposition  of  drastic  cost  increases  im- 
posed by  regulation. 

The  amendment  makes  necessary 
exemptions  in  the  case  of  catastrophic 
disasters  which  render  communities 
incapable  of  meeting  cost-sharing  re- 
quirements. 

The  ability  of  FEMA  to  work  with 
local  communities  on  hazard  mitiga- 
tion designed  to  avoid  future  disaster 
relief  payments  will  be  enhanced  by 


increasing  the  amoimt  devoted  to  this 
purpose  to  10  percent  of  the  public  re- 
storative costs  assmned  by  FEMA. 

Localities  sometimes  find  themselves 
no  longer  needing  a  public  facility  or 
building  destroyed  in  a  disaster,  but  in 
need,  of  a  building  for  an  alternative 
purpose.  Under  current  law,  buildings 
may  only  be  reconstructed  if  they 
serve  their  original  purpose.  Local  gov- 
ernments need  the  flexibility  to  re- 
build their  communities  in  a  manner 
that  makes  sense  and  not  just  follow 
the  dictates  of  outmoded  Federal  regu- 
lations. 

Mr.  President,  this  amendment  will 
enhance  the  ability  of  local  govern- 
ments to  administer  the  individual  and 
family  grant  program  by  providing  ad- 
ditional assistance  when  a  locality  ex- 
ceeds the  present  3-percent  cap  on  ad- 
ministrative reimbursements.  The  pur- 
pose of  the  Individual  and  Family 
Grant  Program  is  to  get  emergency 
help  to  people  quickly.  The  3-percent 
cap  has  often  served  to  extend  the 
time  in  which  assistance  is  delivered. 

Finally,  this  amendment  will  make 
clear  that  disaster  relief  pajmients  to 
those  on  public  assistance  must  not  be 
counted  as  income  for  the  purpose  of 
denying  such  public  assistance.  In  ad- 
dition, if  a  disaster  results  in  extended 
unemployment  and  individuals  affect- 
ed have  exhausted  or  are  ineligible  for 
unemployment  assistance,  this  amend- 
ment will  make  such  assistance  avail- 
able. 

The  impact  of  FEMA's  proposed  reg- 
ulations on  New  Jersey  would  be  dev- 
astating. In  1985,  Hurricane  Gloria  hit 
the  New  Jersey  coast.  Portions  of  the 
State  were  declared  a  disaster  area. 
The  State  received  $3  million  in  Feder- 
al assistance  to  rebuild  public  facilities 
damaged  by  the  hurricane.  Under  the 
proposed  regulations.  New  Jersey 
would  receive  no  relief  whatsoever  in 
the  aftermath  of  such  a  hurricane  be- 
cause the  extent  of  the  damage  did 
not  exceed  FEMA's  arbitrary  ability- 
to-pay  threshold. 

In  1984,  the  floods  in  northern  New 
Jersey  were  national  news.  Communi- 
ties in  the  Passaic  River  basin  were 
under  water  for  days.  According  to 
FEMA,  imder  existing  practice.  New 
Jersey  was  entitled  to  $12.7  million  in 
Federal  assistance.  Under  FEMA's  pro- 
posed changes.  New  Jersey  communi- 
ties would  receive  only  48  percent  of 
what  they  are  today  entitled  to. 

This  amendment  will  result  in  pru- 
dent and  compassionate  disaster  assist- 
ance. Unlike  FEMA's  proposed  regula- 
tions, this  amendment  embodies  a 
commonsense  approach  to  helping 
communities  when  they  most  need  the 
help. 

Mr.  President,  we  have  acted  on  this 
legislation  in  the  past.  There  is  broad 
censensus  that  this  approach  is  prefer- 
able to  the  imposition  of  devastating 
regulations.  I  therefore  hope  that  this 
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amendment  will  be  accepted  in  the 
Senate  and  enacted  into  law  this  year. 
•  Mr.  HEINZ.  Mr.  President,  today  I 
am  pleased  to  offer  this  amendment 
along  with  Senator  Laxttenberg  to  im- 
prove the  Federal  Government's  capa- 
bility to  assist  people  and  municipali- 
ties victimized  by  natural  disasters. 
This  amendment  Is  similar  to  legisla- 
tion I  introduced  on  June  19  that 
would  codify  current  Federal  Emer- 
gency Management  Agency  IFEMAl 
regulations  which  provide  assistance 
for  at  least  75  percent  of  all  damages 
sustained  by  local  communities  for 
public  works,  such  as  roads,  bridges, 
sewer  and  water  systems,  in  the  wake 
of  major  tornadoes,  floods,  and  other 
natural  catastrophes.  States  and  local- 
ities would  provide  the  remaining  as- 
sistance. 

Our  legislation  would  also  prevent 
FEMA  from  implementing  proposed 
regulations  under  which  it  would  deny 
eligibility  for  assistance  to  commimi- 
ties  by  virtue  of  an  arithmetic  formula 
based  on  income  or  population.  To 
date,  this  bill  has  27  cosponsors. 

This  amendment  is  vital  to  thou- 
sands of  communities  across  the  coim- 
try.  It  is  necessary  because  FEMA  ear- 
lier this  year  proposed  regulations 
that  would  reduce  the  Federal  share 
of  public  assistance  from  75  to  50  per- 
cent, and  would  deny  eligibility  for  as- 
sistance to  communities  in  which  the 
total  damages  in  the  State  were  less 
than  $1  per  capita. 

These  reductions  would  drastically 
limit  both  the  number  of  instances 
and  the  amount  of  funds  which  would 
be  provided  to  commimities  hit  by  dis- 
asters. Under  the  $1  per  capita  thresh- 
old, the  last  six  Presidentially  declared 
disasters  in  Pennsylvania  would  not 
have  qualified  for  a  disaster  declara- 
tion and  corresponding  FEMA  assist- 
ance, including  last  year's  election  day 
flooding  in  the  Mon  Valley,  and  the 
damage  inflicted  by  Hurricane  Gloria 
in  central  and  eastern  Pennsylvania 
last  October. 

Pennsylvania  is  by  no  means  the 
only  State  which  would  be  affected. 
Nationwide,  61  of  the  last  111  Presi- 
dentially declared  disasters  would 
have  been  ruled  ineligible  for  assist- 
ance. 

Mr.  President,  I  know  all  too  well 
from  personal  experience  how  impor- 
tant this  type  of  assistance  can  be  to 
localities  and  their  citizens.  In  the  past 
year,  several  areas  of  my  home  State 
of  Pennsylvania  have  been  devastated 
by  a  series  of  tornadoes  and  floods. 
During  this  period,  a  total  of  187  mu- 
nicipalities in  Pennsylvania  experi- 
enced in  excess  of  $15  million  in  eligi- 
ble damages  and  received  more  than 
$10  million  in  public  assistance  from 
FEMA.  Reducing  the  Federal  share  to 
50  percent  would  have  cost  the  Com- 
monwealth an  additional  $4.1  million 
for  public  assistance  in  1985.  Further- 
more,  under   the   restrictive   $1    per 


capita  standard,  none  of  these  disas- 
ters would  have  qualified  for  public  as- 
sistance, leaving  the  State  and  munici- 
palities to  shoulder  the  entire  $15  mil- 
lion in  damage  to  public  property. 

During  the  summer  recess,  I  held 
four  field  hearings  in  my  State  of 
Pennsylvania,  to  leam  the  extent  of 
the  problems  that  would  be  caused  by 
FEMA's  proposals.  I  held  these  hear- 
ings in  Pittsburgh.  Harrisburg,  Johns- 
town, and  Scranton,  with  my  col- 
leagues Congressmen  Tom  Ridge  and 
Bill  Clinger,  who  have  introduced 
legislation  similar  to  mine  in  the 
House,  as  well  as  Congressmen  George 
Gekas  and  Joe  McDade.  In  every  city 
we  visited,  we  heard  from  local  offi- 
cials—from mayors,  borough  manag- 
ers, emergency  management  officials— 
about  the  dire  need  for  FEMA  public 
assistance. 

Mr.  President,  this  amendment  will 
preserve  current  levels  of  FEMA  as- 
sistance that  is  sorely  needed  in  com- 
mimities across  the  Nation. 

I  want  to  express  my  gratitude  to 
the  chairman  of  the  Environment  and 
Public  Works  Committee,  Senator 
Stafford,  for  his  cooperation  in  this 
sunendment.  A  major  portion  of  the 
amendment  consists  of  legislation 
drafted  by  the  Public  Works  Commit- 
tee that  the  Senate  passed  in  the  98th 
Congress.  I  also  thank  Senators  Lau- 
TENBERG  and  Humphrey,  the  leader- 
ship of  the  Public  Works  Subcommit- 
tee, who  have  worked  hard  on  develop- 
ing this  legislation. 

I  urge  adoption  of  the  amendment.* 

Mr.  SYMMS.  Mr.  President,  I  thank 
the  distinguished  Senator  from  New 
Jersey.  On  behalf  of  the  majority,  we 
are  happy  to  accept  the  amendment. 

Mr.  LAUTENBERG.  I  thank  the 
Senator. 

Mr.  BYRD.  Mr.  President,  we  have 
no  objection. 

Mr.  SYMMS.  Mr.  President,  we  have 
no  objection.  

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  amend- 
ment? If  not,  the  question  is  on  agree- 
ing to  the  amendment. 

The  amendment  (No.  2611)  was 
agreed  to. 

Mr.  STAFFORD.  I  move  to  reconsid- 
er the  vote  by  which  the  amendment 
was  agreed  to. 

Mr.  SYMMS.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

AMENSHEin  NO.  2871 

(Purpose:  To  amend  the  national  maximum 
speed  limit  law) 

Mr.  SYMMS.  Mr.  President,  I  send 
an  amendment  to  the  desk  and  ask  for 
its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  assistsuit  legislative  clerk  read 
as  follows: 


The  Senator  from  Idaho  [Mr.  Sykms,  for 
himself  and  others!  proposes  an  amend- 
ment numbered  2871. 

At  the  end  thereof  add  a  new  section  as 
follows: 

Sec.  .  (a)  Subsection  154(a)  of  title  23, 
United  States  Code,  is  amended— 

(1)  by  inserting  "other  than  a  highway  on 
the  Interstate  System  located  outside  of  an 
urbanized  area  of  fifty  thousand  population 
or  more,  (2)  a  maximum  speed  limit  on  any 
highway  within  its  jurisdiction  on  the  Inter- 
state System  located  outside  of  an  urban- 
ized area  of  fifty  thousand  population  or 
more  in  excess  of  sixty-five  miles  per  hour" 
immediately  after  "hour";  and 

(2)  by  renimibering  "(2)"  as  '(3)"  at  the 
two  places  "(2)"  appears. 

(b)  Subsection  154(f)  of  title  23.  United 
States  Code,  is  amended  by  inserting  "on 
public  highways  with  speed  limits  posted  at 
fifty-five  miles  per  hour '  immediately  after 
"hour". 

Mr.  SYMMS.  Mr.  President,  the 
amendment  I  have  offered  is  the  text 
of  S.  2665,  a  speed  limit  bill  which 'is 
cosponsored  by  Senators  Buroick, 
Hecht,  Abdnor,  Melcher,  Bentsen, 
Cochran,  Sibipson,  DeConcini,  Hatch, 
Baucus,  Dohenici,  Wallop,  McClure, 
NiCKLES,  Grassley,  Hxtmphrey, 
Laxalt,  Gramm,  Exon,  and  myself. 
This  amendment  allows  the  States  the 
authority  to  raise  the  speed  limit  up  to 
65  miles  an  hour  on  rural  interstate 
outside  of  urbanized  areas  of  50,000 
population  or  more. 

Mr.  President,  this  is  a  very  modest 
proposal  to  reform  the  national  maxi- 
mum speed  limit.  I  know  of  no  law  in 
this  country,  particularly  west  of  the 
Mississippi,  that  causes  more  cynicism 
toward  Big  Brother  in  Washington 
than  the  seemingly  imenforceable  55- 
mile-an-hour  speed  limit  law.  I  can  say 
that  it  is  not  just  west  of  the  Mississip- 
pi. All  one  has  to  do  is  drive  on  the 
interstates  around  this  part  of  the 
coimtry  and  one  will  find  it  is  very  dif- 
ficult to  feel  safe  at  55  miles  an  hour 
without  being  run  over  by  the  mass  of 
traffic  that  is  driving  closer  to  65  miles 
an  hour. 

As  I  said,  this  is  a  very  modest  pro- 
posal to  reform  this  speed  limit,  relax 
it  somewhat.  It  would  not  raise  the 
speed  limit  on  a  single  mile  of  rural 
interstate  in  the  country  but  would 
grant  the  State  officials  that  have  the 
authority  to  do  so,  if  they  determine 
that  certain  miles  of  interstate  high- 
way in  their  jurisdiction  can  be  driven 
safely  at  speeds  up  to  65.  It  does  not 
mandate  that  they  have  to  do  so  but  it 
would  give  them  the  privilege  to  exert 
their  own  responsibility. 

Legislation  that  goes  at  least  this  far 
to  retimi  regulation  of  speed  limits  to 
the  States  has  been  supported  in 
policy  statements,  resolutions,  or  edi- 
torials by  eawih  of  the  following  asso- 
ciations and  newspapers— I  think  this 
is  rather  impressive: 

The  American  Association  of  State 
Highway  and  Transportation,  Officials 
[AASHTOl— which  represents  the 
transportation  departments  of  the  50 
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states,  the  District  of  Columbia,  and 
Puerto  Rico. 

The  Western  Governors'  Associa- 
tion. 

The  National  Conference  of  State 
Legislatures. 

The  California  Highway  Patrol— the 
agency  charged  with  speed  limit  en- 
forcement and  traffic  safety  oper- 
ations in  the  State  of  California. 

The  Citizens'  Coalition  for  Rational 
Traffic  Laws. 

The  United  Busowners  of  America. 

The  Independent  Trucls  Owner-Op- 
erators' Association. 

The  Owner-Operators  Independent 
Drivers  Association. 

The  American  Motorcyclist  Associa- 
tion. 

The  New  York  Times. 

The  Washington  Times;  and  I  would 
be  remiss  if  I  didn't  mention  the  Idaho 
Stateman,  the  largest  daily  newspaper 
in  Idaho. 

I  aslc  imanimous  consent  that  edito- 
rials on  speed  limit  reform  from  these 
three  newspapers  be  placed  in  the 
Record  following  my  remarks. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

(See  exhibit  1.) 

Mr.  SYMMS.  I  want  to  emphasize 
for  the  record.  Mr.  President,  what  I 
believe  to  be  a  most  significant  policy 
position  recently  adopted  by  the  secre- 
taries and  directors  of  our  State  trans- 
portation departments.  AASHTO's 
policy  statement,  approved  by  more 
than  a  two-thirds  vote  of  all  AASHTO 
member  departments,  reads  as  follows: 

The  Congress  should  amend  the  55  mph 
law  to  allow  the  States  to  establish  up  to  a 
65  mph  speed  limit  on  rural  limited  access 
freeways,  as  the  State  may  find  appropriate. 

I  believe  Members  shoiild  know  the 
IKSition  of  our  State  transportation 
officials  when  considering  such  an  im- 
portant transportation  issue. 

Last,  but  certainly  not  least,  among 
those  who  have  offered  support  for 
this  proposal  is  the  President  of  the 
United  States.  Senator  Hecht  and  I  re- 
cently met  with  President  Reagan  to 
discuss  the  issue  of  speed  limit  reform, 
and  he  offered  his  full  support  for  any 
legislative  effort  to  return  authority 
to  the  States  to  regulate  speed  limits. 

Since  that  meeting  the  President 
has  written  to  confirm  his  support  for 
speed  limit  reform,  and  I  ask  unani- 
mous consent  that  his  letter  to  me  be 
printed  in  the  Record  following  my  re- 
marks.   

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

(See  Exhibit  2.) 

Ux.  STMMS.  In  addition,  the  Presi- 
dent has  written  to  the  Nation's  Gov- 
ernors informing  them  of  his  position 
on  this  issue.  For  the  record,  I  want  to 
read  the  last  two  paragraphs  of  that 
letter 

For  some  time,  I  have  believed  that  1973's 
total  preemption  of  State  control  over  high- 
way speeds  is  not  longer  justified.  Instituted 


during  a  national  energy  emergency,  the  55 
mph  limit  was  nonetheless  a  clear  departure 
from  the  principles  of  federalism.  Now.  in 
view  of  changed  conditions,  I  am  prepared 
to  support  any  reasonable  relaxation  of  the 
current  absolute  rule  that  is  consistent  with 
the  need  for  public  safety. 

As  a  former  Governor.  I  have  the  greatest 
confidence  in  the  ability  of  the  States  to  ex- 
ercise this  responsibility  with  the  utmost 
regard  for  public  safety.  With  Congress'  co- 
operation, we  will  soon  take  a  step  toward  a 
healthier  balance  between  the  two  levels  of 
our  federal  system. 

I  hope  we  will  soon  give  the  Presi- 
dent that  cooperation  by  returning  to 
the  States  greater  authority  to  regu- 
late speed  limits. 

Mr.  President,  the  Emergency  High- 
way Energy  Conservation  Act,  which 
established  the  55-mile-per-hour  na- 
tional maximimi  speed  limit,  was  en- 
acted to  conserve  fuel  during  the  1973 
Arab  oil  embargo.  With  the  exception 
of  a  short  period  during  World  War  II, 
the  Federal  Government  had  never 
before  intervened  in  the  States'  re- 
sponsibility to  determine  speed  limit 
policy. 

A  1984  study  conducted  by  the 
Transportation  Research  Board  [TRB], 
entitled  "55;  A  Decade  of  Experience," 
concludes  that  the  national  maximum 
speed  limit  has  served  its  original  pur- 
pose. The  amount  of  motor  fuel  saved 
in  1983  as  a  result  of  the  55-mile-per- 
hour  speed  limit  was  estimated  at 
167,000  barrels  per  day  or  about  1 
percent  of  total  consumption. 

The  TRB  study  also  concludes  that 
"55"  has  reduced  the  number  of 
annual  highway  fatalities  by  2,000  to 
4,000  fatalities  per  year.  While  the  au- 
thors of  the  report  make  it  clear  that 
any  estimate  of  the  safety  benefits  of 
lower  speed  limits  are  based  on  a 
number  of  assumptions  which  may  or 
may  not  be  accurate,  I  do  not  think 
anyone  doubts  that  a  lower  speed  limit 
on  some  of  the  Nation's  highways  has 
indeed  saved  lives.  The  questions  pre- 
sented here  are:  First,  whether  or  not 
safety  can  be  maintained  on  some 
highways  if  the  speed  limit  is  posted 
higher  than  55;  and  second,  whether 
or  not  the  States  can  be  trusted  to 
make  that  judgment  with  a  reasonable 
concern  for  public  safety.  Mr.  Presi- 
dent, in  my  opinion,  the  answer  to 
both  of  these  questions  is  unequivocal- 
ly "Yes,"  and  I  offer  this  amendment 
based  on  that  understanding  of  the 
issues  involved. 

Mr.  President,  the  TRB  report  also 
indicates  the  55-mile-per-hour  speed 
limit  requires  about  1  billion  addition- 
al hours  of  passenger  time  annually  1 
billion  hours,  Mr.  President.  That  is  a 
lot  of  time  that  people  could  be  spend- 
ing at  other  pursuits.  While  it  is  diffi- 
cult to  assign  a  dollar  value  to  this  ad- 
ditional travel  time,  clearly  it  repre- 
sents some  economic  loss  in  terms  of 
reduced  productivity. 

The  cost  in  terms  of  employee  hours 
and  fimds  expended  by  law  enforce- 


ment agencies  in  an  effort  to  enforce 
the  55-mile-per-hour  speed  limit  is  also 
significant.  The  lack  of  driver  compli- 
ance and  the  threat  of  funding  sanc- 
tions have  forced  States  to  devote  an 
extraordinary  amount  of  time  and 
money  monitoring  speeds  on  roads 
posted  at  55.  Some  States  deploy  up  to 
85  percent  of  their  officers  on  55-mile- 
per-hour  roadways  in  an  attempt  to 
reduce  the  rate  of  noncompliance  and. 
thereby,  protect  themselves  against 
the  loss  of  highway  funds.  This  effort 
takes  personnel,  equipment,  and  funds 
away  from  other  important  enforce- 
ment efforts— for  example,  having  the 
officers  working  at  bar  closing  time  on 
Friday  and  Saturday  nights  when 
most  of  the  drinking  and  alcohol-relat- 
ed accidents  take  place.  The  fact  is  the 
California  Highway  Patrol  testified  to 
that  end,  that  it  was  costing  them  $3 
million  in  California  alone  and  it  was 
diverting  their  ability  to  keep  the 
drunks  off  the  highway  because  they 
had  to  use  their  officers'  time  for  the 
compliance  issue— 10  o'clock  on  Tues- 
day morning,  10  o'clock  on  Wednesday 
morning,  10  o'clock  on  Thursday 
morning  on  endless  stretches  of  free- 
ways where  there  was  no  unsafe  driv- 
ing taking  place.  So  I  believe  this 
where  we  can  probably  in  some  cases 
improve  safety  by  having  a  more  flexi- 
ble attitude  about  the  national  speed 
limit  of  55  miles  an  hour. 

Despite  a  nationwide  increase  in  en- 
forcement efforts,  the  rate  of  noncom- 
pliance continues  to  grow.  In  1985,  five 
States  reported  noncompliance  rates 
at  or  above  50  percent,  at  which  point 
they  become  subject  to  fimding  sanc- 
tions. In  addition.  Secretary  Dole  has 
notified  Arizona  and  Vermont  that 
they  may  lose  up  to  10  percent  of  their 
fiscal  year  1986  highway  funds  based 
on  noncompliance  rates  for  fiscal  year 
1984. 

The  lack  of  driver  compliance  is  par- 
ticularly notable  on  rural  interstates. 
In  1985.  more  than  75  percent  of  driv- 
ers on  those  roads  exceeded  the  speed 
limit,  and  the  noncompliance  figures 
are  more  than  85  percent  on  rural 
interstates  in  at  least  eight  States. 
The  rate  of  noncompliance  raises  a  le- 
gitimate concern  that  widespread  dis- 
respect for  speed  limit  laws  has  led  to 
a  growing  disrespect  for  other  traffic 
safety  laws.  In  fact.  Prank  Francois, 
the  Executive  Director  of  AASHTO. 
cited  this  concern  as  a  factor  contrib- 
uting to  the  Association's  new  policy 
position  on  "55."  There  is  a  belief 
among  AASHTO  members,  he  said, 
"That  the  growing  noncompliance 
problem  with  the  55  mph  speed  limit 
is  encouraging  drivers  to  additionally 
ignore  other  traffic  laws,  many  of 
which  have  a  considerably  more  direct 
and  larger  impact  on  highway  safety 
than  does  the  55  mph  law." 

This  amendment.  Mr.  President, 
would  allow  States  to  raise  the  speed 
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limit  to  a  reasonable  level  on  highways 
that  comprise,  with  the  exception  of 
urban  interstates,  the  safest  highway 
system  in  the  country.  The  33,910 
miles  of  rural  interstates  are  Just  6 
percent  of  the  highways  posted  at  55 
and  they  carry  19  percent  of  the  traf- 
fic on  those  highways.  Yet,  the  fatali- 
ty rate  on  rural  interstates  is  lower 
than  that  of  any  other  highway 
system  except  urban  interstates.  In 
1984,  fatalities  on  rural  interstates  ac- 
counted for  less  than  5  percent  of  all 
highway  fatalities. 

Also,  actual  driving  speeds  are  al- 
ready well  above  55  mph  on  nutil 
interstates.  In  1985,  the  average  speed 
on  rural  interstates  was  59.5  mph,  and 
23  States  reported  average  speeds  in 
excess  of  60  mph  on  those  highways. 
The  85th  percentile  speed  on  rural 
interstates  in  1985  was  66  mph.  The 
85th  percentile  speed  is  the  speed  at  or 
below  which  85  percent  of  the  vehicles 
are  traveling.  It  is  a  speed  measure 
commonly  used  in  the  process  by 
which  speed  limits  are  established. 
Thirty-seven  States  reported  an  85th 
percentile  speed  at  or  above  65  mph  on 
rural  interstates  in  1985. 

Based  on  these  statistics,  I  believe 
we  can  expect  only  slight  increases  in 
actual  driving  speeds  if  States  choose 
to  raise  the  speed  limit  to  65  mph  on 
rural  interstates.  Clearly,  the  speed  at 
which  one  drives  is  based  in  large 
measure  on  the  speed  at  which  one 
feels  comfortable  driving.  I  do  not  be- 
lieve for  a  minute  that  most  Ameri- 
cans driving  65  or  70  mph  on  the  inter- 
states today  will  increase  their  driving 
speed  by  10  mph  if  the  posted  limit  is 
raised  to  65.  The  question  for  most 
drivers  is,  "At  what  speed  do  I  feel 
comfortable  driving?"  rather  than, 
"How  fast  can  I  drive  without  getting 
pulled  over  by  a  State  trooper?"  When 
speed  limits  are  posted  at  a  reasonable 
level— and  most  highway  engineers 
would  use  the  "85th  percentile"  speed 
to  define  "reasonable"— speed  variance 
is  reduced,  driver  comfort  is  enhanced, 
and  traffic  safety  is  greatly  improved. 

D  1630 

Mr.  President,  on  that  point,  with 
the  advent  of  driver  education  in  our 
school  systems  and  the  young  drivers 
coming  on,  I  have  seen  an  improve- 
ment in  the  last  30  years  in  the  quality 
of  drivers.  There  is  no  question  that 
there  is  much  better  sensitivity  to  safe 
operation  of  automobiles  today— and  I 
think  that  is  good  and  we  should  en- 
courage it— than  there  was  30  years 
ago.  I  believe  that  if  we  continue  to 
work  toward  putting  the  responsibility 
for  traffic  safety  on  the  person  who  is 
behind  the  steering  wheel,  we  can  do 
more  in  terms  of  reducing  traffic  fa- 
talities, rather  than  by  this  arbitrary 
speed  limit,  which  simply  does  not  fit 
the  vast  stretches  of  the  western  free- 
ways across  Nebraska,  Wyoming,  the 
southern  part  of  my  State,  across  the 


wheat  country,  in  eastern  Washington. 
Those  roads  were  designed  to  be 
driven  on  at  70  miles  an  hour.  The 
automobiles  were  designed  to  be 
driven  safely  at  65  to  70  miles  an  hour. 
Certainly,  we  can  accommodate  that 
and  still  keep  traffic  safety. 

Mr.  President,  I  imderstand  the  con- 
cern about  highway  safety  which 
many  of  my  colleagues  have  raised  in 
connection  with  this  issue  in  the  past 
and  will  raise  again  today.  As  chair- 
man of  the  Environment  and  Public 
Works  Subcommittee  on  Transporta- 
tion, I  share  their  interest  in  taking 
every  reasonable  step  to  make  travel 
on  our  Nation's  highways  as  safe  as 
possible.  I  would  only  repeat  that,  as  I 
see  it,  the  primary  questions  to  be  an- 
swered when  considering  this  amend- 
ment are:  First,  whether  or  not  safety 
can  be  maintained  on  some  highways 
if  the  speed  limit  is  posted  higher  than 
55,  and  second,  whether  or  not  the 
States  can  be  trusted  to  make  that 
judgment  with  a  reasonable  concern 
for  public  safety.  I  believe  both  ques- 
tions can  be  answered  affirmatively, 
and  I  urge  my  colleagues  to  vote  for 
this  amendment. 

Exhibit  1 
[From  the  Idaho  Statesman] 

Raising  Rural  Speed  Limit  Makes  Sense 

"I  can't  drive  55,"  screams  an  otherwise 
forgettable  rock  lyric. 

But  the  sentiment  echoes  that  of  millions 
of  drivers  who  speed  across  the  seemingly 
endless  expanses  covered  by  the  nation's 
interstate  highway  system. 

It's  time  those  voices  be  heard.  It's  time  to 
revise  55. 

Sen.  Steve  Symms,  R-Idaho,  no  friend  of 
the  double  nickel,  has  genuine  reason  for 
optimism.  For  the  first  time  since  the  man- 
datory 55-mph  speed  limit  law  was  passed  In 
1974,  there  Is  growing  sentiment  for  change. 

Sen.  Symms  is  co-sponsoring  a  bill  to 
allow  states  to  raise  the  speed  limit  to  65 
mph  on  rural  Interstates— those  running 
through  areas  with  less  than  50.000  popula- 
tion. In  addition.  Sen.  Chic  Hecht,  R-Nev., 
has  proposed  letting  states  raise  speed  limits 
to  65  mph  on  all  rural  highways. 

For  his  part,  the  president  believes  the 
country  should  return  to  the  pre-1974  days 
when  state  and  local  governments  set  their 
own  speed  limits. 

We  have  long  supported  the  55  mph  speed 
limit,  to  save  dwindling  petroleum  supplies, 
reduce  accidents  and  save  lives.  Those  bene- 
fits will  be  conserved  if  the  55  mph  limit  Is 
kept  for  the  relatively  crowded  urban  free- 
ways with  their  greater  accident  risks.  Al- 
lowing higher  speeds  on  desert  highways 
will  have  minimal  Impact  on  fuel  consump- 
tion and  safety. 

Sen.  Symms  maintains  that  gas  usage 
won't  Increase  dramatically  under  the 
higher  speed  limits  because  normal  driving 
speeds  on  Interstate  highways  exceed  55 
mph  anyway.  National  statistics  bear  that 
out. 

Nor  would  safety  be  affected  greatly.  The 
Natlomd  Research  Council  reported  In  1984 
that  rural  Interstates— which  comprise  6 
percent  of  all  55-mph  posted  highways  and 
carry  19  percent  of  the  traffic— were  among 
the  nation's  safest  roads  and  concluded,  "re- 
laxing the  55  mph  speed  limit  on  these 
routes  would  have  a  proportionally  greater 


effect  on  travel  time  (savings)  than  It  would 
on  safety." 

Attractive  also  is  the  fact  that  the  deci- 
sion to  raise  speed  limits  would  be  left  up  to 
the  Individual  states. 

We  won't  go  as  far  as  President  Reagan  or 
Sen.  Hecht  propose.  The  temptation  to  raise 
all  highway  speeds  to  65— or  higher— after 
12  years  under  the  federal  thumb  might 
prove  too  much  for  many  state  legislators  to 
resist. 

One  step  at  a  time.  If  higher  speed  limits 
on  rural  Interstates  pass  muster,  then  we 
can  examine  raising  them  on  other  rural 
highways.  It's  better  to  go  slowly  for  the 
sake  of  safety. 

[From  the  New  York  Times.  Aug.  26.  1986] 

DiiTERENT  Speeds  por  Difperent  Needs 

There  are  two  things  truly  uniform  about 
the  national  55-mlle-an-hour  speed  limit:  It 
Is  uniformly  violated  and  It  Is  uniformly 
mocked.  President  Reagan,  hoping  to  boost 
Republican  prospects  this  fall,  has  endorsed 
repealing  It  In  favor  of  limits  set  by  the 
states.  This  change  is  warranted  regardless 
of  politics. 

The  national  55-mlle  limit  Is  an  Idea 
whose  time  has  passed.  It  Is  a  nightmare  of 
enforcement  hypocrisy  for  the  states.  Virtu- 
ally no  one  regularly  keeps  to  the  55-mlle 
limit.  Yet  Federal  highway  funds  are  still 
withheld  from  states  that  don't  adequately 
enforce  it. 

The  55-mlle  limit  is  not  useless.  Far  from 
it.  It  was  adopted  during  the  1973  Arab  Oil 
embargo  to  save  fuel.  It  does  that— as  much 
as  2  percent  a  year.  More  Important,  it  saves 
lives,  perhaps  as  many  as  4.000  a  year. 
Those  who  want  to  keep  the  limit,  like  Joan 
Claybrook,  former  Administrator  of  the  Na- 
tional Highway  Traffic  Safety  Administra- 
tion, contend  that  those  saved  lives  are 
reason  enough  to  retain  It. 

They're  right,  up  to  a  point.  The  limit 
ought  to  be  maintained  on  many  roads— and 
most,  If  not  all,  of  those  4,000  lives  will  still 
be  saved.  As  for  other  highways  the  cost- 
benefit  trade-offs  are  complex.  Police  agen- 
cies ought  to  decide,  for  instance,  whether 
enforcing  the  limit  is  worth  the  loss  of  re- 
sources for  tasks  that  might  save  more  lives, 
like  pursuing  drxmken  drivers.  There  Is  good 
reason  to  believe  that  the  55-mlle  limit  can 
be  selectively  and  safely  relaxed.  Highway 
engineers  In  state  after  state  have  deter- 
mined that  on  certain  routes  speed  limits 
could  be  raised,  to  65,  without  causing  more 
accidents.  Many  highways,  after  all.  were 
designed  to  be  driven  at  speeds  up  to  70. 

The  main  problem  with  the  55-mile  limit 
is  that  It  Is  universal.  It  treats  sparsely  trav- 
eled Interstate  highways  In  Montana  just 
like  the  Long  Island  Expressway,  there  traf- 
fic regulates  speeds  far  more  effectively 
than  any  law.  Compare  that  with  arrow- 
straight  Interstates  with  not  another  car  In 
sight  all  the  way  to  North  Platte.  As  West- 
erners frequently  observe,  on  roads  like 
that,  falling  asleep  at  the  wheel  from  bore- 
dom Is  more  of  a  danger  than  hitting  an- 
other car. 

The  President  does  not  endorse  a  particu- 
lar speed  limit  bill,  nor  Is  there  any  reason 
to  do  so.  Let  each  state  decide  on  which 
roads  the  limit  can  safely  be  raised  to  65. 
Common  sense  about  safety  is  already  uni- 
form across  the  states:  the  exact  speed  limit 
need  not  be. 
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[Fkom  thx  Washington  Tiiies,  Aug.  27, 

1986] 

PtTSHiNG  55  Orr  thx  Road 

Chances  are  that  this  Labor  Day  weekend 
you'll  break  the  law  more  times  than  John 
Dillinger.  Al  Capone,  and  Ma  Barker  did  in 
their  combined  outlaw  careers.  Again  and 
again  you'll  drive  over  55  mph  on  one  of 
America's  roads. 

Maybe  you'll  also— yipes!— use  a  radar  de- 
tector, thumbing  your  nose  at  the  traffic 
police  and,  in  the  People's  Republic  of  Vir- 
ginia and  the  District  of  Columbia,  violating 
local  laws  against  such  devices. 

It's  really  frightening,  when  you  think 
about  it,  that  the  federal  government  so 
easily  turned  us  into  a  nation  of  scofflaws. 
Sure,  the  polls  say  that  most  people  favor 
keeping  the  double-nickle,  but  flesh-and- 
blood  Americans,  unlike  the  statistical  ab- 
stractions, are  voting  with  their  gas  pedals. 

With  any  luck  this  might  be  the  nation's 
last  lawless  Labor  Day.  President  Reagan  is 
prodding  Congress  to  ditch  the  55  mph  limit 
because,  as  he  puts  it,  "the  time  has  come  to 
restore  greater  authority  to  the  states  in 
this  area." 

And  the  time  is  right,  for  a  fact.  Adjusted 
for  inflation,  gas  prices  are  the  lowest  ever. 
Cars  are  built  safer  every  year.  In  a  few 
days  our  lawmakers  will  return  from 
summer  vacations  in  which,  sources  advise, 
right  now,  as  you  read  this,  the  honorable 
ladies  aoid  gentlemen  are  themselves  zipping 
along  at  70  per.  And  ditching  the  55  will 
earn  every  incumbent  more  votes  this  No- 
vember. 

Double-nickle  partisans  are  putting  the 
same  old  fake  skid  marks  on  the  road.  They 
say  it  "saves  lives."  Didn't  traffic  deaths  de- 
cline from  1973  to  1974,  the  55's  first  year? 
Sure,  and  a  40  mph  limit  probably  would 
save  even  more,  but  whether  such  a  restric- 
tion would  be  reasonable— well,  that  is 
something  else  again. 

Recent  years  have  witnessed  a  significant 
rise  in  fatal  accidents  caused  by  truck  driv- 
ers falling  asleep  at  the  wheel.  Truckers 
drive  the  same  distances  they  used  to,  but 
the  55  mph  limit  requires  them  to  drive 
more  hours  to  reach  the  same  destinations, 
inducing  a  dangerous  fatigue.  In  such  cases, 
55  kills. 

The  55  mph  limit  remains  the  law  because 
congressional  staffers  and  Washington  opin- 
ion makers  either  don't  drive,  drive  only  in 
cramped  cities  like  Washington,  or  drive 
cars  like  the  Yugo  that  can't  reach  55  mph 
even  going  downhill  with  the  clutch  in.  It's 
time  fed-up  Americans  told  these  sclerotic 
snails  to  stop  holding  the  rest  of  us  back. 

Exhibit  2 

The  White  Hoose, 
Washington,  August  IS,  1986. 
Hon.  Steven  D.  Stmms, 
U.S.  Senate, 
Washington,  DC. 

Dear  Steve:  I  enjoyed  our  meeting  this 
week,  and  the  opportunity  to  review  with 
you  the  issue  of  reforming  the  current  na- 
tional speed  limit  laws. 

As  I  told  you  on  Monday,  I  believe  that 
the  time  has  come  to  restore  greater  author- 
ity to  the  states  in  this  area.  To  that  end,  I 
welcome  proposals  like  those  you  and  Sena- 
tor Hecht  have  offered,  or  other  reasonable 
reforms  that  would  provide  states  enhanced 
ability  to  regulate  highways  within  their  ju- 
risdictions. 

As  a  former  governor,  I  have  great  confi- 
dence in  the  sensitivity  of  the  governors  to 
the  need  for  protecting  public  safety,  and 
know  that  they  will  exercise  with  the  great- 


est of  care  whatever  level  of  control  is  ulti- 
mately returned  to  them. 
Thanks  for  your  leadership  on  this  issue. 
Sincerely, 

Ronald  Reagan. 

Mr.  SYMMS.  Mr.  President,  I  ask 
for  the  yeas  and  nays  on  the  amend- 
ment. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

There  is  a  sufficient  second. 

The  yeas  and  nays  were  ordered. 

Mr.  BURDICK.  Mr.  President,  I  sup- 
port this  amendment  allowing  State 
legislatures  the  flexibility  of  increas- 
ing the  national  speed  limit  on  rural 
interstates  to  65  miles  per  hour. 

Pressure  for  change  at  the  Federal 
level  has  mounted.  For  the  first  time, 
the  Department  of  Tramsportation  will 
withhold  highway  funds  from  two 
States— Vermont  and  Arizona.  Others 
near  the  brink  are  Arkansas,  Maine, 
Massachusetts,  Maryland,  Michigan, 
Missouri,  Mississippi,  Nevada,  New 
Mexico,  Oregon,  and  New  Hampshire. 

Nearly  a  dozen  State  legislatures,  in- 
cluding North  Dakota,  have  responded 
to  public  pressure  to  alter  the  impact 
of  the  Federal  speed  law.  While  my 
State  has  not  openly  challenged  the 
Federal  law  by  increasing  the  speed 
limit,  it  has  lessened  its  enthusiasm 
for  enforcement. 

It  is  not  alone.  The  three  neighbor- 
ing States  have  also  dropped  penalty 
points  for  speeders  and  issue  small 
fines  for  those  driving  15  miles  over 
the  limit.  Pines  vary  from  $5  in  Mon- 
tana, $10  in  South  Dakota  and  Minne- 
sota, and  $15  in  North  Dsikota. 

The  DOT  measures  compliance  with 
sensors  embedded  in  pavement  on  var- 
ious roads  posted  at  55.  However,  it 
does  not  use  the  actual  speed  counts 
recorded  by  the  sensors  to  check  for 
compliance.  Rather  it  adjusts  the  fig- 
ures, to  try  and  keep  every  State  in 
compliance. 

The  Federal  Government  should 
stop  the  nonsense  of  just  counting  the 
number  of  violators  and  playing  the 
numbers  racket.  The  Federal  Govern- 
ment should  be  more  concerned  about 
violations  where  drivers  are  traveling 
far  above  the  speed  limit,  rather  than 
those  involving  speeds  just  above  the 
limit. 

Because  States  are  concerned  about 
losing  up  to  10  percent  of  their  Feder- 
al highway  dollars,  they  are  concen- 
trating their  enforcement  effort  on 
the  interstates.  It  makes  no  sense  to 
have  State  troopers  on  the  interstate 
at  ID  in  the  morning,  when  they  could 
be  enforcing  traffic  safety  laws  on 
roads  where  accidents  are  more  likely 
to  occur.  Adoption  of  this  proposed 
amendment  would  make  speed  limit 
laws  more  enforceable  and  allow  State 
enforcement  agencies  to  use  their  per- 
sonnel, equipment  and  limited  fuinds, 
in  a  more  efficient  and  effective 
maimer. 


Mr.  LEAHY.  Mr.  President,  I  rise 
today  to  support  Senator  Syicms' 
amendment  to  give  the  States  discre- 
tion to  increase  the  speed  limit  on  safe 
rural  interstate  highways  to  65  miles- 
per-hour.  I  rise  also  to  oppose  Senator 
Hecht's  amendment  to  repeal  the  na- 
tional speed  limit,  on  rural  roads  alto- 
gether. 

In  1974,  Congress  established  the  55 
miles-per-hour  national  speed  limit  to 
promote  energy  conservation  and  to 
save  lives.  The  55  miles-per-hour  speed 
limit  works  and  should  be  maintained. 
The  speed  limit  saves  4,000  lives  per 
year,  according  to  the  National  Acade- 
my of  Science.  The  speed  limit  also 
conserves  25  million  barrels  of  oil  a 
year. 

The  55  miles-per-hour  speed  limit, 
however,  is  ineffective  on  rural  inter- 
state highways— ineffective  not  only  at 
controlling  speeds,  but  in  achieving 
Congress'  desire  for  safer,  more  energy 
efficient  highways.  And,  enforcement 
of  the  speed  limit  on  rural  highways 
imposes  an  undue  burden  on  police 
forces  in  small,  niral  States  like  Ver- 
mont. 

Senator  Syhms'  amendment  is  a  bi- 
partisan compromise.  The  amendment 
would  give  the  States  flexibility  to 
raise  the  speed  limit  only  on  those 
rural  interstates  they  determine  are 
safe  enough  to  be  traveled  safely  at 
that  speed.  Rural  highways  are  the 
safest  component  of  our  national  high- 
way system.  The  average  speed  on 
rural  interstates  is  66  miles-per-hour, 
yet  less  than  5  percent  of  all  highway 
fatalities  occur  on  rural  highways. 

The  55  miles-per-hour  national 
speed  limit  is  supposed  to  make  high- 
ways safer.  After  12  years  of  experi- 
ence and  numerous  studies,  it  appears 
that  we  can  meet  our  national  interest 
in  keeping  highways  safe  and  still 
permit  an  increased  speed  limit  on 
safe  rural  highways. 

However,  some  highways  may  not  be 
safe  with  a  maximum  speed  limit  of  65 
miles-per-hour.  No  one  knows  better 
the  condition  of  rural  interstates  than 
the  States.  The  States  ought  to  have 
some  flexibility  to  raise  the  speed 
limit  on  rural  interstates  that  are  safe 
and  to  restrict  speeds  on  unsafe  roads. 
The  Symms  amendment  would  not 
force  States  to  raise  the  speed  limit  on 
rural  interstates.  It  simply  gives  the 
States  that  option. 

That  is  why  the  National  Confer- 
ence of  State  Legislatures  and  the 
American  Association  of  State  High- 
way and  Transportation  officials,  the 
national  organization  of  State  high- 
way departments,  supports  this 
amendment. 

In  addition,  raising  the  speed  limit 
on  select,  safe  rural  interstates  will 
not  compromise  Congress'  original  in- 
tention in  conserving  energy.  Rural 
interstates  comprise  only  6  percent  of 
the  total  highway  system.  Raising  the 
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speed  limit  on  this  small  portion  of 
the  national  highway  system  will  not 
significantly  affect  the  energy  savings 
produced  by  the  speed  limit  nation- 
wide. 

Finally,  the  current  system  of  en- 
iorcing  compliance  with  the  national 
speed  limit  on  rural  highways  Imposes 
an  enormous  and  inequitable  burden 
on  police  forces  in  rural  States,  like 
Vermont.  In  order  to  avoid  losing  Fed- 
eral highway  funds,  Vermont  must 
devote  10  percent  of  all  State  police 
manhours  to  enforcing  the  speed  limit 
on  the  2  percent  of  our  State's  roads 
posted  at  55  mph.  Vermont  and  other 
small  States  do  not  have  the  resources 
to  patrol  rural  interstates,  simply  to 
conform  with  wrongheaded  Federal 
compliance  regulations. 

Eighty-five  percent  of  Vermont's 
towns  depend  on  the  State  police  for 
primary  police  protection.  If  the  State 
police  must  devote  10  percent  of  its 
time  to  chasing  speeders,  police  pro- 
tection in  the  majority  of  Vermont's 
towns  is  going  to  suffer.  So  to  will  ef- 
forts to  crack  down  on  drunk  drivers 
be  weakened. 

As  a  States  attorney,  I  saw  far  too 
many  of  my  State's  yoimg  people 
killed  in  drunk  driving  accidents.  I 
went  personally  to  those  accidents.  I 
also  had  the  good  fortune  of  working 
with  Vermont's  extremely  well  trained 
police  officers.  Vermont's  State  police 
men  and  women  should  be  freed  up  to 
protect  the  public— to  protect  our  chil- 
dren from  drunk  drivers  and  our  com- 
mimities  from  thiefs  and  drug  push- 
ers. Tying  up  State  police  troopers  to 
bring  highway  funds  to  rural  States  is 
unfair  to  the  officers  and  unfair  to 
those  they  protect. 

The  national  speed  limit  saves 
energy  and  lives.  It  should  be  main- 
tained. 

However,  giving  Governors  the  flexi- 
bility to  raise  the  speed  limit  will  ease 
the  burden  on  small  States  of  enforc- 
ing the  national  speed  limit  on  rural 
interstates  and  will  not  compromise 
Congress'  original  intention  in  making 
our  highways  safer  and  more  energy 
efficient. 

I  urge  the  Senate  to  defeat  the 
amendment  to  eliminate  the  national 
speed  limit  on  nu'al  roads  altogether 
and  instead  to  adopt  Senator  Syhms' 
compromise  amendment. 

Mr.  STEVENS.  Mr.  President,  I  un- 
derstand the  Senator's  amendment 
would  permit  raising  the  speed  limit 
up  to  65  miles-per-hour  for  any  rural 
portion  of  the  Interstate  System.  I 
wish  to  ask  whether  it  is  the  intent  of 
the  amendment's  sponsor  that  this 
provision  shall  apply  to  all  States  with 
liighways  designated  as  part  of  the 
Interstate  System,  and  that  this  would 
include  those  rural  portions  in  Alaska 
designated  as  part  of  the  Interstate 
System  for  the  4R  allocation. 

Mr.  SYMMS.  I  thank  the  Senator 
for  his  question.  He  is  correct  about 


the  meaning  of  this  provision,  includ- 
ing the  portion  pertaining  to  the 
effect  on  highway  routes  in  Alaska. 

Mr.  DOLE.  Mr.  President,  I  rise 
today  in  support  of  Senator  Stmhs 
amendment  to'  raise  the  55  mile  per 
hour  speed  limit.  I  believe  it  is  time  for 
the  Federal  Government  to  allow  the 
States  the  option  to  raise  the  speed 
limit  on  rural  interstate  highways. 
Anyone  traveling  a  rural  stretch  of 
interstate  highway  knows  how  frus- 
trating it  can  be  to  be  traveling  at  55 
miles-per-hour  on  an  open  stretch  of 
road. 

Opponents  claim  that  the  speed 
limit  has  led  to  a  reduced  number  of 
highway  accidents.  However,  statistics 
show  that  85  percent  of  the  motorists 
are  currently  driving  in  the  66-mile- 
per-hour  range.  I  feel  it  is  doubtful 
that  giving  the  States  the  authority  to 
raise  the  speed  limit  will  lead  to  a  sub- 
stantial increase  in  the  number  of  ac- 
cidents and  remind  my  colleagues, 
that  this  amendment  does  not  extend 
the  option  of  raising  speed  limits  in 
urban  areas,  where  the  potential  for 
serious  accidents  is  much  higher. 

Currently,  Mr.  President,  a  number 
of  States  are  using  a  large  share  of 
their  State  police  force  to  patrol  high- 
ways in  order  to  meet  Federal  compli- 
ance standards.  For  example,  it  is  esti- 
mated that  85  percent  of  California's 
highway  patrol  officers  are  used  for 
speed  compliance.  No  one  can  argue 
that  these  officers  could  be  far  better 
used  to  fight  other  types  of  crime. 
This  amendment  will  help  foster 
greater  public  acceptance  of  speed 
limit  laws  and  enable  law  enforcement 
agencies  to  devote  more  resources  to 
policing  those  highways  which  present 
the  greatest  hazard  to  the  public. 

I  commend  the  efforts  of  those  who 
are  offering  the  amendment  and  urge 
its  adoption. 

AMENDKENT  NO.  2870 

(Purpose:  To  limit  the  55  mile  per  hour 
speed  limit  to  urbanized  areas) 

Mr.  HECHT.  Mr.  President,  I  call  up 
my  amendment  numbered  2870,  which 
is  at  the  desk.  

The  PRESIDING  OFFICER.  The 
second-degree  amendment  of  the  Sen- 
ator from  Nevada  will  be  stated. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  Nevada  [Mr.  Hecht] 
proposes  an  amendment  numbered  2870  to 
amendment  numbered  2871. 

Mr.  HECHT.  Mr.  President,  I  ask 
unanimous  consent  that  reading  of  the 
amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

On  page  1,  strike  out  lines  4  through  13 
and  insert  in  lieu  thereof  the  following: 

(1)  by  inserting  "in  any  urbanized  area" 
after  "fifty-five  miles  per  hour"  in  clause 
(1). 

(2)  by  striking  out  "or"  at  the  end  of 
claused). 


(3)  by  redesignating  clause  (2)  as  clause 
(3), 

(4)  by  inserting  after  clause  (1)  the  follow- 
ing new  clause:  "(2)  a  maximum  speed  limit 
on  any  other  public  highway  within  its  ju- 
risdiction, as  designated  by  the  Governor  or 
other  appropriate  State  official,  in  excess  of 
sixty-five  miles  per  hour,  or",  and 

(5)  by  striking  out  "clause  (2)  of"  in  the 
last  sentence  and  inserting  in  lieu  thereof 
"clause  (3)  of". 

(b)  Subsection  (f )  of  section  154  of  title  23. 
United  States  Code,  is  amended  by  inserting 
"in  any  urbanized  area"  sifter  "55  miles  per 
hour"  the  first  place  it  appears. 

(c)  Section  154  of  title  23.  United  States 
Code,  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"(i)  For  purposes  of  this  section,  the  term 
'urbanized  area'  means  any  area  identified 
as  an  urbanized  area  in  the  Federal  census 
of  1980. ". 

D  1640 

Mr.  HECHT.  Mr.  President,  on  Janu- 
ary 31,  1985,  I  introduced  legislation, 
S.  329,  which  is  currently  cosponsored 
by  20  of  my  colleagues,  for  the  pur- 
pose of  changing  the  55-mile-per-hour 
speed  limit  law.  My  reasons  for  doing 
so  stemmed  from  the  seemingly  end- 
less pleas  of  the  citizens  of  Nevada  for 
relief  from  a  law  which  they  felt  to  be 
unnecessary,  an  intrusion  in  the  lives 
of  free-spirited  Americans,  and,  over- 
all, a  nuisance.  Today,  more  than  ever 
before,  the  need  for  this  legislation, 
which  is  embodied  in  the  perfecting 
amendment  I  have  offered  to  the 
Symms  amendment,  is  obvious,  given 
the  unenforceability  of  55,  the  fafct 
that  the  American  public  violates  55 
on  a  wholesale  basis,  and  the  fact  that 
the  original  reason  for  the  law  is  histo- 
ry. With  this  in  mind,  Mr.  President.  I 
believe  there  is  no  other  course  but  for 
Congress  to  take  a  long  overdue  look 
at  the  55-mile-per-hour  law  and  realize 
it's  ripe  for  modification. 

Mr.  President,  we  are  all  aware  that 
when  the  55-mile-per-hour  law  was 
passed,  the  United  States  was  experi- 
encing a  period  of  national  crisis. 
There  is  also  no  question  that  upon 
enactment  of  55,  highway  fatalities  de- 
creased 15  percent.  But  it  is  an  equally 
established  fact  that  over  the  life  of 
55,  motorists  have  continually  driven 
faster,  and  contrary  to  the  speed  kills 
argiunent,  highway  fatality  rates  have 
actually  declined.  In  fact,  for  numer- 
ous reasons,  America's  fatality  rate  is 
lower  today  than  the  period  immedi- 
ately following  enactment  of  55. 

One  other  reason  for  changing  the 
55-mile-per-hour  law,  and  I  think  the 
most  important,  Mr.  President,  is  the 
simple  matter  of  States'  rights.  Upon 
placing  55  on  the  books,  the  Federal 
Government  once  again  entered  into 
the  private  lives  of  each  and  every  one 
of  us.  Washington  stepped  in  to  tell  us 
what  we  could,  and  coiild  not,  do  and, 
even  more  distressing,  Mr.  President, 
the  Federal  Government  threatens 
daily  to  take  away  highway  funding  if 
States  fail  to  enforce  55.  In  an  era  of 
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placiiig  premier  emphasis  on  returning 
Government  back  to  the  people,  Con- 
gress continues  to  maintain  a  law  that 
smacks  of  unneeded  intrusion  into  our 
daily  lives.  This  must  be  changed. 

Bftr.  President,  prior  to  the  August 
recess,  my  distinguished  colleague. 
Senator  Symms,  and  I  met  with  Presi- 
dent Reagan  to  discuss  this  issue.  We 
are  all  aware  that  he  has  long  been  a 
supporter  of  States'  rights  and  he  indi- 
cated to  us  during  that  meeting  that 
he  supported  our  effort  to  modify  the 
current  55-mile-per-hour  law. 

Mr.  President.  I  ask  unanimous  con- 
sent to  have  printed  in  the  Record  a 
letter  from  the  President. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Recoro,  as  follows: 

Thi  White  House, 
WashingtOTU  August  15,  19S6. 
Hon.  Chic  Hecht, 
U.S.  Senate, 
Washington,  DC. 

Dear  Chic:  I  enjoyed  our  meeting  this 
week,  and  the  opportunity  to  review  with 
you  the  issue  of  reforming  the  current  na- 
tional speed  limit  laws. 

As  I  told  you  on  Monday,  I  believe  that 
the  time  has  come  to  restore  greater  author- 
ity to  the  states  in  this  area.  To  that  end,  I 
welcome  proposals  like  those  you  and  Sena- 
tor Symms  have  offered,  or  other  reasona- 
ble reforms  that  would  provide  states  en- 
hanced ability  to  regulate  highways  within 
their  jurisdictions. 

As  a  former  governor.  I  have  great  confi- 
dence in  the  sensitivity  of  the  governors  to 
the  need  for  protecting  public  safety,  and 
know  that  they  will  exercise  with  the  great- 
est of  care  whatever  level  of  control  is  ulti- 
mately returned  to  them. 

Thanks  for  your  leadership  on  this  issue. 
Sincerely, 

Ronald  Reagan. 

Mr.  HECHT.  I  think  his  letter  says 
itaU. 

Mr.  President,  the  amendment  I  am 
offering  today  merely  allows  our 
States  the  right  to  raise  the  speed 
limit  up  to  65-miles-per-hour  on  rural 
highways.  I  want  to  emphasize  that 
Mr.  President,  my  amendment  simply 
allows  our  States  the  right  to  set  speed 
limits  up  to  65-miles-per-hour  on  high- 
ways they  deem  appropriate.  If  the 
Governor  of  New  Jersey  or  Ohio  or 
Even  Nevada  feels  he  or  she  cannot 
allow  drivers  in  his  or  her  State  to 
drive  65,  vmder  this  amendment,  they 
would  have  the  right  to  maintain  the 
speed  limit  at  55.  All  we  are  asking  is 
that  if  a  State  so  chooses,  it  be  given 
the  right  to  raise  speed  limits  up  to  65 
on  roads  outside  urban  areas  which  we 
define  as  50,000  people  or  more.  It's  as 
simple  as  that. 

Mr.  President,  compliance  figures 
show  that  over  75  percent  of  all  driv- 
ers today  exceed  the  55  mDe-per-hour 
limit.  Obviously,  something  must  be 
changed  to  bring  reality  and  common 
sense  back  to  this  issue.  It  is  with  this 
Intent  that  I  originally  introduced  S. 
329,  and  is  why  I  offered  it  as  an 


amendment  to  that  of  my  good  friend 
from  Idaho. 

I  urge  my  colleagues  to  join  me  in 
supporting  this  amendment  and  ask 
for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

There  is  a  sufficient  second. 

The  yeas  and  nays  were  ordered. 

Mr.  EXON.  Mr.  President.  I  have 
been  listening  with  great  interest  to 
the  speech  offered  by  my  friend  and 
colleague  from  the  State  of  Idaho  and 
I  am  an  enthusiastic  original  cospon- 
sor  of  his  amendment.  So  I  rise  in  sup- 
port of  the  original  amendment  but 
not  in  support  and  encourage  ray  col- 
leagues not  to  vote  for  the  amendment 
offered  by  my  other  good  friend  and 
colleague  from  Nevada  for  the  reasons 
that  I  will  try  and  explain. 

Mr.  President,  the  speed  limit  bill  of- 
fered by  the  Senator  from  Idaho,  the 
Senator  from  North  Dakota,  and 
myself,  and  I  suppose  others,  will 
simply  raise  the  speed  limit  on  rural 
interstates,  and  I  emphasize  rural 
interstates,  only  to  65  miles  per  hour. 
It  would  do  nothing  to  change  the  cur- 
rent national  speed  limit  of  55  miles 
per  hour  on  primary  and  secondary 
roads. 

I  believe  this  change  to  be  prudent, 
thoughtful  and  necessary,  given  the 
overwhelming  fact  that  States  simply 
are  not  enforcing  the  current  55-mile- 
per-hour  limit. 

I  also  firmly  believe  that  this  change 
will  not,  and  I  emphasize  not,  adverse- 
ly affect  or  impact  interstate  highway 
safety. 

As  my  collegues  know,  I  have  been 
keenly  interested  in  this  issue  for 
many  months  and  have  done  a  great 
deal  of  studying  and  a  great  deal  of 
speaking  on  it. 

In  April  I  introduced  legislation 
which  sought  to  raise  the  current 
speed  limit  in  the  whole  interstate 
system  to  70  miles  per  hour.  It  seems 
to  me  that  this  65  is  a  reasonable  pro- 
posal. In  fact,  Mr.  President,  when  I 
introduced  the  70-mile-per-hour  limit  I 
did  that  with  the  thought  in  mind  it 
would  be  convenient  and  comfortable 
to  work  down  to  65  miles  per  hour 
which  I  was  prepared  at  that  time  to 
compromise  upon.  That  is  where  we 
are  today  with  the  original  amend- 
ment before  us. 

I  am  fully  aware  that  there  are 
many,  both  in  and  outside  Congress, 
who  have  reservations  about  this  pro- 
posal and  I  hope  that  during  this  dis- 
cussion on  the  floor  of  the  Senate  we 
can  bring  some  reason,  some  rational- 
ity into  some  of  the  opposition  that 
undoubtedly  has  been  stated  over  and 
over  again  and  very  likely  will  come  up 
on  the  floor  of  the  Senate  during  this 
debate. 

Even  though  I  believe  a  65-mile-per- 
hour  limit  on  the  interstate  system  Is 
a  very  modest  step  forward,  it  would 
only  affect  rural  interstate  systems, 


those  outside  population  centers  of 
50,000  inhabitants  or  more. 

Mr.  President,  the  facts  are  in.  The 
motoring  public  is  systematically  ig- 
noring the  current  national  require- 
ment of  55  miles  per  hour  on  the  rural 
interstate  system  as  if  it  did  not  exist. 
And  if.  for  no  other  reason,  to  encour- 
age respect  for  law  and  order  I  think 
that  the  national  speed  limit  should  be 
in  tune  with  the  time. 

I  emphasize,  Mr.  President,  that  this 
bill  does  not  mandate  an  increase  in 
the  speed  limit  of  55  miles  per  hour 
for  any  State  in  the  Union.  All  that  it 
does  is  give  the  option,  the  authority, 
if  you  will,  Mr.  President,  to  the  States 
to  raise  the  speed  limit  to  65  miles  per 
hour  on  their  rural  interstates  and 
rural  interstates  only,  exclusive  of 
other  roads.  It  gives  them  that  option. 
So  it  might  well  be  that  the  speed 
limit  would  still  remain  55  miles  per 
hour  everywhere.  I  think  that  would 
not  be  the  case  but  I  use  that  example 
simply  to  spell  out  that  this  is  a  keen 
States  rights  issue. 

We  are  simply  telling  the  States  that 
if  you  want  to,  through  your  legisla- 
tive process  and  with  the  approval  of 
the  Governors  of  the  States,  you  have 
a  right  to  bring  the  speed  limit  on  the 
nu"al  interstates  up  to  the  speed  where 
the  traveling  public  is  presently  travel- 
ing. 

When  this  law  of  55  miles  per  hour 
on  all  roads  in  the  United  States  was 
enacted  in  1974  it  was  done  in  re- 
sponse to  a  serious  energy  crisis  and 
we  all  remember  that.  Today  we  have 
a  completely  different  situation.  I 
would  simply  say  that  if  we  subse- 
quently encounter  another  energy 
shortage  we  may  have  to  again  cut 
back  the  speed  limit,  if  that  is  in  the 
national  security  and  economic  inter- 
est of  the  United  States. 

Today  most  of  us  in  this  body  who 
drive  know  that  the  traveling  public 
has  and  continues  to  ignore  the  55- 
mile-per-hour  limit.  Furthermore,  the 
enforcement  agencies  of  the  States  are 
not  enforcing  this  law  on  the  Inter- 
state System. 

During  the  weeks  since  I  introduced 
my  legislation,  I  wrote  each  of  the 
State  highway  patrols  and  asked  for 
their  breakdown  on  information  on 
their  enforcement  of  the  55-mile-per- 
hour  speed  limit  both  on  their  inter- 
states and  on  their  primary  and  sec- 
ondary roads  during  the  year  1985.  I 
further  asked  for  fatal  accident  statis- 
tics on  the  Interstate  System  and  the 
contributing  cause  of  these  fatalities 
for  the  same  period. 

I  can  say  to  my  colleagues  that  the 
overwhelming  evidence  shows  that 
actual  enforcement  of  the  speed  limit 
begins  not  at  56  miles  per  hour  as  the 
present  Federal  mandate  prescribes, 
but  at  65  miles  per  hour  on  the  Inter- 
state System.  Furthermore,  the  fatal 
accidents  on  the  Interstate  System. 
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those  States  which  could  provide  me 
with  contributing  causes,  showed  only 
a  small  proportion  were  due  to  exces- 
sive speeds. 

As  example,  I  would  like  to  cite  the 
figures  from  Nebraska  which  is  typical 
of  the  current  enforcement  situation 
and  the  statistics  in  Nebraska  are 
simply  these:  that  over  90  percent  of 
all  the  highway  fatalities  in  Nebraska 
occur  on  primary  and  secondary  roads. 
Stated  another  way,  Mr.  President, 
less  than  10  percent  of  all  of  the  high- 
way deaths  in  Nebraska  for  1985  and 
preceding  years,  less  than  10  percent 
of  those  deaths  occurred  on  the  Inter- 
state System  where  a  tremendous 
volimie  of  traffic  moves. 

In  Nebraska,  to  cite  you  a  little  his- 
tory, in  the  1970's  we  enacted  legisla- 
tion which  actually  encourages  viola- 
tion of  the  55-mile-per-hour  law. 

D  1650 

I  remember  it  well,  Mr.  President, 
since,  as  Governor,  I  vetoed  the  bill 
that  the  legislature  passed,  which 
simply  said,  in  short,  that  you  could  go 
65  miles-per-hour  on  the  Interstate 
System  in  Nebraska  and  you  could  do 
that  because  if  you  were  caught  it 
would  not  cost  you  any  points  on  your 
driver's  license  and  the  maximiun  fine 
that  you  could  be  assessed  was  $10. 

Mr.  President,  I  vetoed  that  bill  be- 
cause I  thought  at  the  time  that  we 
had  that  national  emergency  that 
energy  conservation  overrode  every 
other  reasonable  consideration. 

The  Nebraska  Legislature,  in  its 
wisdom  or  lack  thereof,  overrode  the 
veto  of  then-Governor  Exon  and  ever 
since  that  time,  well  over  10  years 
now,  the  effective,  known,  well-estab- 
lished speed  limit  on  the  interstate 
has  been  65  miles  per  hour.  There  has 
been  no  pretense  of  enforcement  of 
any  other  speed  limit  on  the  inter- 
state. 

So  I  can  simply  say  to  you  that  Ne- 
braska citizens  and  the  drivers  of  Ne- 
braska and  every  other  State  in  the 
Union  have  simply,  over  time,  ignored 
whatever  pretense  there  ever  was  of 
the  55-mile-per-hour  speed  limit. 

I  know  of  other  States  that  are 
taking  similar  action,  and  of  the  lax 
enforcement  of  the  law  that  is  going 
on  all  across  this  country,  some  which 
have  already  been  cited  by  the  manag- 
ers of  the  bill. 

I  would  like  to  review  for  just  a  few 
moments  in  some  detail  just  what  Ne- 
braska's statistics  show,  because  they 
are  extremely  indicative,  Mr.  Presi- 
dent, of  what  is  going  on.  During  1986, 
there  were  207  fatal  accidents  in  Ne- 
braska. Of  those,  only  seven— I  repeat, 
seven — occurred  on  the  interstate 
system.  That  turned  out  to  be  a  per- 
centage for  1985  of  only  3.4  percent. 
Yet.  in  not  one  of  those  fatal  inter- 
state accidents  was  speed  cited  as  a 
contributing  cause. 


Now,  let  me  sum  that  up  again.  Less 
than  5  percent  of  all  fatalities  in  Ne- 
braska in  1985  occurred  on  the  inter- 
state, where  it  has  been  well  estab- 
lished, Mr.  President,  that  the  average 
speed  is  somewhere  between  63  and  75 
miles  per  hour.  And  yet,  with  that  3.4 
percent  who  were  killed  on  the  inter- 
state, speed  was  not  recorded  by  the 
State  Patrol  as  a  contributing  factor  in 
any  one  of  those  accidents. 

Nationally,  during  the  same  period, 
there  were  39,622  accidents  occurring 
during  1984.  And  only  3,749.  or  9.4  per- 
cent of  all  of  the  fatal  accidents  na- 
tionally occurred  in  the  interstate 
system,  which  meant  that  over  90  per- 
cent of  all  fatalities  occurred  on  pri- 
mary and  secondary  roads. 

Once  again,  I  emphasize,  Mr.  Presi- 
dent, that  the  amendment  offerred  by 
the  Senator  from  Idaho,  cosponsored 
by  the  Senator  from  North  Dakota 
and  myself,  does  nothing  to  change 
the  55  miles  per  hour  on  the  primary 
and  secondary  roads. 

Even  though  contributing  factor  sta- 
tistics are  not  completely  available  for 
all  States  on  an  Individual  basis,  I 
would  not  hesitate  to  say  for  one 
moment  that  what  these  statistics 
show  clearly  is  that  the  Interstate 
System  was  a  road  built  for  higher 
speeds  than  primary  and  secondary 
roads. 

Now  anyone,  even  those  just  getting 
their  driver's  license  when  they 
become  16  years  of  age.  quickly  real- 
izes how  much  safer  you  are  on  an 
interstate  highway  system,  where  you 
have  two  lanes  going  in  the  same  di- 
rection, where  head-on  collisions  are 
all  but  eliminated.  Now  compare,  if 
you  will,  Mr.  President,  the  reason- 
ableness of  it  or  try  and  explain  it  to  a 
16-year-old,  or  a  60-year-old,  that  we 
have  the  same  55-mile-per-hour  speed 
limit  on  the  primary  and  secondary 
roads,  which  are  essentially  two-lane 
highways,  with  cars  going  in  the  oppo- 
site direction,  supposedly  at  55  miles 
per  hour,  which  amounts  to  110  miles 
per  hour  in  head-on  crashes,  im- 
pactwise.  You  quickly  get  the  picture, 
Mr.  President,  how  much  safer  the 
Interstate  System  is. 

Likewise,  I  would  remind  all  that  on 
the  Interstate  System  we  have  con- 
trolled entrances  and  controlled  exits 
from  that  highway.  And  we  have  no 
right-angle  turns  where  roads  are 
coming  directly  on  to  that  interstate 
or  blind  spots  which  cause  a  high  per- 
centage of  our  deaths  and  accidents. 

The  point  that  I  am  trying  to  make, 
Mr.  President,  is  that  it  is  ridiculous 
on  its  face  to  maintain  that  the  same 
speed  of  safety  is  at  55  miles  per  hour 
on  the  interstate  as  it  is  on  the  pri- 
mary and  on  the  secondary  roads. 

Mr.  President,  while  I  might  be 
somewhat  restrained  from  talking  at 
great  length  on  the  so-called  safety 
factor  involved  with  the  speed  limit 
matter,  I  do  believe  that  there  is  a 


general  myth  involved  which  I  think 
we  proponents  need  to  quell.  I  wish  to 
cite  for  my  colleagues  some  statistics 
regarding  highway  fatalities  which  ap- 
peared in  a  Wall  Street  Journal  article 
in  April.  It  seems  that  highway  deaths 
have  been  on  the  downward  trend 
since  the  beginning  of  automobile 
travel. 

In  1922,  about  18  people  died  in  acci- 
dents for  every  100  miles  of  driving. 
By  the  end  of  World  war  II,  the  rate 
had  dropped  nearly  in  half.  Although 
highway  speeds  increased,  fatality 
rates  continued  to  fall  on  an  average 
of  3.1  percent  a  year  since  then.  That 
is  because,  essentially,  highways  are 
safer— such  as  the  interstate  system.  - 
We  have  safer  cars,  we  have  seatbelts, 
and  we  have  better  trained  drivers.  All 
of  these  things  go  in  to  make  up  high- 
way safety  as  we  know  it. 

Now,  speed  does  kill.  Unreasonable 
speed  will  always  kill.  What  we  are 
talking  about,  Mr.  President,  is  what  is 
reasonable  speed  given  the  conditions 
of  the  road,  the  construction  of  the 
road  and,  last,  but  not  least,  Mr.  Presi- 
dent, what  is  the  normal  speed  on 
which  most  vehicles  are  traveling  on 
that  particular  road? 

I  think  it  is  very  important,  lAx. 
President,  that  the  President  of  the 
United  States  has  indicated  his  sup- 
port for  returning  authority  to  set 
speed  limits  back  to  the  States.  The 
Senator  from  Nevada  made  that  point 
in  his  remarks  in  offering  his  amend- 
ment that,  once  again,  I  state  I  will 
vote  against. 

I  applaud  the  President  for  taking 
this  position  and  wholeheartedly 
concur  in  his  reasoning  that  the  States 
are  best  suited  to  regulate  speeds 
within  their  borders,  within  certain 
dictates,  in  the  view  of  this  Senator,  as 
outlined  by  the  Federal  Government. 

After  I  introduced  my  speed  limit 
legislation  in  April.  I  wrote  to  the 
President  requesting  his  views  on  this 
issue.  I  received  a  reply  from  the 
President  in  July,  which  I  ask  unani- 
mous consent  to  have  printed  in  the 
Record  at  this  point,  along  with  the 
article  from  the  Wall  Street  Journal. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

The  White  House, 
Washington,  Jvly  18,  1986. 
Hon.  J.  James  Exon, 
U.S.  Senate,  Washington,  DC. 

Dear  Jim:  I  want  to  thank  you  for  bring- 
ing the  matter  of  the  55  mile  per  hour  speed 
limit  to  my  personal  attention.  After  receiv- 
ing your  letters  and  after  our  conversation. 
I  asked  my  staff  to  do  some  serious  thinking 
on  the  matter.  Secretary  Dole  and  the  Cabi- 
net Council  for  Domestic  Policy  have  been 
studying  the  issue  thoroughly.  When  I  re- 
ceive their  final  recommendation  and  find- 
ings, I  will  revie*  them  and  decide  how  next 
to  proceed. 

I  appreciate  your  continued  interest  in 
this    issue,    and    welcome    receiving    your 
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thoughts  on  the  laws  governing  the  55  mile 
per  hour  speed  limit. 
Sincerely, 

Ron. 
P.S.  Jim,  I'm  serious  about  this,  we  are 
taking  a  good  hard  look. 

(From  the  Wall  Street  Journal,  Apr.  28, 
1986] 

Dois  S5-MPH  Spkkd  Limit  Save  Lives? 
MoRK  Drivxrs  Are  Doubttol 

(By  Damon  Darlin) 

The  55  miles-per-hour  speed  limit,  which 
has  already  lost  its  appeal  as  a  fuel  saver, 
might  not  be  the  life  saver  It  is  cracked  up 
to  be  either. 

That,  at  least,  is  the  argument  of  a  small 
but  increasingly  ardent  group  of  statisti- 
cians, academics  and  performance-car  buffs. 
They  want  to  raise  the  sfjeed  limit,  and  are 
attracting  a  growing  audience  by  contending 
that  the  correlation  between  lower  speed 
limits  and  fewer  highway  fatalities  is  weak. 

If  the  government  really  wants  to  cut 
highway  deaths,  they  argue  half  facetious- 
ly, it  should  foment  a  recession,  for  that's 
when  deaths  have  declined  most  in  the  past. 
Their  serious  suggestions;  include  enforcing 
seat  belt  and  drunk  driving  laws,  and  assur- 
ing that  vehicles  move  in  traffic  at  a  uni- 
form speed  be  it  high  or  low.  "Americans 
have  been  brainwashed  into  t>elieving  55 
saves  lives, "  complains  James  Baxter,  a  Wis- 
consin lobbyist  who  is  trying  to  form  a  na- 
tionwide group  of  anti-55ers. 

Brainwashed  or  not  most  Americans  do 
believe  that.  Fully  70  percent  of  Americans 
want  to  keep  55.  a  Wall  Street  Journal/NBC 
News  nationwide  opinion  poll  found,  and 
even  34  percent  of  those  who  admit  they 
speed  agree.  Transportation  Secretary  Eliza- 
beth Dole  wants  to  keep  it  too:  "I  am  in 
favor  of  retaining  anything  that  saves 
lives,"  she  says. 

'MONET  is  riding  ON  IT' 

Nonetheless,  if  ever  there  was  a  time  for 
the  anti-55  forces,  it  is  now.  Gasoline  prices 
are  lower,  adjusted  for  inflation,  than  they 
were  before  the  1973  oil  crisis  that  provoked 
55.  What's  more,  within  a  few  months  the 
federal  government  may  withhold  millions 
in  federal  highway  funds  from  states  that 
its  says  don't  enforce  the  speed  limit.  If  the 
threat  becomes  reality,  the  resulting  outcry 
may  carry  more  weight  than  any  statistical 
evidence.  "Normally,  pointy-headed  things 
are  ignored,"  says  Charles  A.  Lave,  an  econ- 
omist at  the  University  of  California-Irvine 
who  favors  lifting  the  speed  limit.  "But  this 
time  a  lot  of  money  is  riding  on  it." 

The  highway  fatality  rate  has  been  trend- 
ing downward  since  the  horseless  carriage 
~  began  ap|}earing  on  roads.  In  1922  about  18 
.people  died  in  accidents  for  every  100  mil- 
lion miles  traveled.  By  the  end  of  World 
War  II  that  rate  had  dropped  nearly  in  half. 
And  although  highway  speeds  were  increas- 
ing, fatality  rates  continued  to  fall  an  aver- 
age of  3.1  percent  a  year  since  then.  That's 
because  of  safer  highways— such  as  the 
Interstate  system— safer  cars,  more  experi- 
enced drivers  and  better  emergency  care. 

But  a  peculiar  thing  happened  in  1974. 
The  fatality  rate  dropped  15.3  percent  to  3.6 
fatalities  per  100  million  mUes.  the  sharpest 
drop  ever.  The  most  obvious  explanation 
was  the  lower  speed  limit  adopted  nation- 
wide in  March  of  that  year.  Federal  Depart- 
ment of  Transportation  (DOT)  statisticians 
estimated  that  more  than  9,000  lives  were 
saved  that  year,  and  they  pinned  the  medal 
on  55. 


Then  another  peculiar  thing  happened. 
Drivers  started  ignoring  the  "double 
nickel,"  and  average  highway  speeds  crept 
up  again— but  the  fatality  rate  dropped 
more  than  25  percent  in  the  next  decade. 
The  fatality  rate  dropped  a  whopping  12.7 
percent  in  1982  alone,  even  though  the 
speed  limit  didn't  change  from  the  year 
before. 

RECREATIONAL  DRIVERS 

Explaining  this  phenomena  is  fueling  the 
debate  between  the  pro-55  and  anti-55 
forces.  Although  it  may  sound  silly  at  first, 
the  sharp  drop  in  the  fatality  rate  may  ac- 
tually be  more  closely  related  to  economies 
than  to  speed  limits.  The  oil  embargo  of 
1973-74  kept  recreational  drivers  off  the 
roads.  Statistically,  they  tend  to  have  more 
accidents  if  only  because  they  tend  to  be 
tired  and  traveling  unfamiliar  roads. 

There  is  substantial  historical  evidence. 
For  instance,  in  1946,  as  speeds  went  up 
after  wartime  gasoline  conservation  ended, 
the  fatality  rate  dropped  12.7  percent,  and 
then  fell  10  percent  more  in  1947.  A  reces- 
sion also  kicked  in  at  the  same  time.  The 
great  economic  boom  of  the  early  1960s  also 
saw  the  highway  fatality  rate  rise,  but  it 
dropped  during  the  recession  in  1982.  In 
fact,  a  1983  DOT  study  demonstrated  that 
98  percent  of  the  variation  in  annual  high- 
way fatalities  could  be  accoimted  for  by  an 
equation  incorporating  such  economic  fac- 
tors as  unemployment. 

Mr.  Lave  of  the  University  of  California 
uses  a  different  analysis  to  explain  why 
states  with  speeding  drivers  can  have  lower 
fatality  rates.  He  argues  that  it  isn't  speed 
that  causes  accidents,  but  cars  going  either 
much  faster  or  slower  than  other  traffic. 
"Patrolmen  ought  to  pay  as  much  attention 
to  slow  drivers  and  they  do  to  fast  ones,"  he 
says.  Mr.  Lave  recommends  that  states 
return  to  an  old  policy  of  setting  speed 
limits  for  a  certain  highway  near  the  speed 
most  people  traverse  it,  what  highway  engi- 
neers call  the  85th-percentile  rule. 

In  1984,  the  national  85th-percentile  speed 
was  67.7  mph,  which  makes  Mr.  Lave's  speed 
variance  study  unpopular  with  those  who 
favor  keeping  the  55-mph  limit."He  doesn't 
hesitate  to  talk  about  things  he  doesn't 
know  anything  about,"  says  Patricia  F. 
WaUer,  associate  director  for  driver  studies 
at  the  University  of  North  Carolina's  High- 
way Safety  Research  Center.  She  says  it 
makes  more  sense  to  have  fast  drivers  slow 
down  than  have  slow  drivers,  who  tend  to  be 
elderly,  speed  up.  because  when  accidents  do 
occur  more  damage  is  done  at  high  speeds. 

SLOWER  DRIVERS 

"It's  hard  to  look  at  the  data  and  say 
speed  isn't  a  factor  in  highway  fatalities." 
says  Damian  J.  Kulash.  the  assistant  direc- 
tor for  special  projects  at  the  National  Re- 
search Council.  He  says  the  economic  speed 
variance  study  makes  sense,  but  adds  that 
55  has  helt>ed  narrow  the  range  of  highway 
speeds.  The  nonprofit  research  group  pub- 
lished a  study  of  the  speed  limit  that  con- 
cluded that  despite  the  dissenting  argu- 
ments. 55  saves  between  2.000  and  4,000 
lives  each  year.  And  though  it  found  that  in 
39  states  the  average  speed  is  at>ove  55.  driv- 
ers go  slower  than  they  did  before  1974.  The 
average  speed  on  rural  interstates  in  1985 
was  59.6  mph.  down  from  65  mph  in  1973. 

And  importantly,  speeds  are  much  lower 
on  the  primary  and  secondary  roads  that 
aren't  designed  for  high-speed  travel. 
"There  has  been  a  substantial  behavior 
change,"  says  Mr.  Kulash. 

The  study  also  recommended  that  55 
could  be  lifted  on  rural  interstates  where 


driving  long  distances  at  slow  speeds  can  be 
onerous.  The  idea,  which  should  appeal  to  a 
government  interested  in  turning  more  deci- 
sions over  to  the  states,  has  drawn  little  re- 
action. Nervous  about  appearing  to  come 
out  against  safety,  the  DOT  hasn't  asked 
Congress  to  change  the  law  making  states 
enforce  55  at  the  risk  of  losing  up  to  10  per- 
cent of  their  federal  highway  funds. 

DOT  officials  say  it  isn't  their  fault.  "It's 
not  that  we  are  sticking  to  our  guns,"  says 
Philip  Haseltine,  Transportation's  deputy 
assistant  secretary  for  policy  and  interna- 
tional affairs.  "It's  that  there  is  no  consen- 
sus for  change."  Coimters  Rep.  Daniel 
Glickman  of  Kansas,  who  is  leading  efforts 
to  raise  the  SEteed  limits  on  rural  interstates, 
"Secretary  Dole  has  abdicated  her  responsi- 
bility on  this  issue." 

The  threat  of  losing  federal  money  may 
hasten  some  politicians  to  act.  Mrs.  E>ole  is 
expected  to  decide  in  the  next  few  weeks 
whether  to  withhold  federal  funds  from 
Vermont  and  Arizona  because  studies  show 
those  two  states  have  the  highest  portion  of 
drivers  who  exceed  the  limit.  If  she  does, 
says  Mr.  Haseltine,  Eastern  states  may  show 
less  reluctance  to  join  the  cause  because 
many,  such  as  Maine,  are  just  as  vulnerable 
to  the  charge  that  55  isn't  enforced. 

But  few  states  have  gone  as  far  as  Nebras- 
ka. Earlier  this  month,  the  state  legislature 
voted  to  raise  its  interstate  speed  limit  to  70 
mph.  The  governor  vetoed  the  bill  because 
it  would  have  cost  the  state  $130  million  in 
federal  funds. 

Mr.  EXON.  Mr.  President,  I  con- 
clude by  urging  my  colleagues  to  sup- 
port the  pending  amendment,  the 
original  amendment,  offered  by  the 
Senator  from  Idaho,  with  my  full  con- 
currence and  my  support,  after  we 
have  discussed  this  for  several  days. 

D  1700 

We  are  giving  the  States  the  option 
and  the  option  only  to  increase  their 
rural  interstate  speeds.  I  emphasize 
once  again  the  option  to  increase  the 
rural  interstate  speeds  on  the  inter- 
state highway  only  up  to  65  miles  per 
hour.  We  would  be  taking  an  action 
which  I  believe  would  be  in  the  best 
interests  of  all  the  States.  Let  us  give 
the  States  the  option  by  doing  so,  and 
express  oiu-  trust  that  they  will  apply 
this  change  in  a  reasonable  fashion. 

I  believe  that  a  65-mile-per-hour 
speed  limit  in  the  rural  interstate 
system  would  be  far  easier  to  enforce, 
and  I  urge  all  States  which  may  use  or 
employ  this  option  to  enforce  it  vigor- 
ously lest  this  Congress  come  back  and 
tighten  the  laws  once  again. 

Mr.  President,  safety  is  tremendous- 
ly important.  And  also  devising  the 
laws  of  the  land  to  meet  what  the 
people  think  is  also  reasonable.  And  I 
would  simply  say  that  if  we  enact  the 
original  amendment  that  I  referred  to 
that  I  am  a  cosponsor  of,  what  we 
would  simply  be  doing  is  authorizing 
the  speed  by  which  people  are  current- 
ly traveling  on  the  interstate.  I  think 
that  would  have  no  adverse  effect 
whatsoever  on  safety.  And  I  believe  it 
would  be  a  significant  contribution  to 
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people  respecting  the  posted  speed 
limits. 

The  facts  of  the  matter  are,  though, 
and  all  should  understand  this,  that 
people  drive  to  enforced  speed  limits- 
enforced  speed  limits,  Mr.  President. 
They  do  not  drive  to  what  necessarily 
is  posted  if  it  is  not  reasonable. 

I  urge  support. 

Mr.  LONG.  WiU  the  Senator  yield  at 
that  point? 

Mr.  EXON.  I  am  glad  to  yield  to  my 
friend  from  Louisiana. 

Mr.  LONG.  Mr.  President,  permit 
me  to  say  to  the  Senator  that  I  am  in- 
formed—and  I  believe  it  to  be  correct- 
that  the  average  speed  on  the  inter- 
state highway  is  62  miles  an  hour.  A 
lot  of  people  are  driving  a  lot  more 
than  that.  This  is  one  Senator.  I  drove 
in  from  Virginia  Monday  afternoon.  I 
drove  in,  let  us  say,  coming  into  town 
about  7  o'clock.  That  Highway  66  was 
utterly  packed,  and  I  honestly  do  not 
know  that  I  can  say  anybody  was  driv- 
ing 55  miles  an  hour.  A  person  is  in 
danger  of  traveling  at  55.  People  are 
zooming  past  him  on  both  sides  on  a 
big  highway  like  that. 

The  public  out  there  thinks  55  miles 
an  hour  is  ridiculous.  It  was  passed  in 
a  fuel  conservation  matter  which  is  no 
longer  relevant.  They  are  all  driving 
faster  than  the  55.  This  thing  breeds  a 
contempt  for  the  law.  When  you  pass 
something  that  makes  no  sense,  it  cre- 
ates enormous  numbers  of  people  out 
there  that  are  uniformly  violating  it. 
Why  do  you  want  to  make  law  viola- 
tors out  of  law-abiding  people  that 
would  like  to  see  it  put  at  some  point 
that  makes  sense  and  then  enforce  it. 
But  to  have  it  the  way  it  is  now  where 
it  is  a  joke,  and  everybody  routinely 
violates  it.  It  just  makes  no  sense  at 
all. 

I  certainly  hope  that  we  at  least 
move  it  up  to  the  point  where  you 
would  respect  the  way  people  are  driv- 
ing, and  what  they  are  actually  doing 
is  risking  even  getting  a  traffic  ticket. 

So  what  the  Senator  is  urging  in  my 
judgment  makes  all  the  sense  in  the 
world,  rather  than  trying  to  make  law 
violators  out  of  the  entire  American 
public  out  there— certainly  let  us  say 
70  percent  of  them— when  all  one 
needs  to  do  is  put  the  law  in  whether 
or  not  people  think  of  it  where  you 
can  enforce  it,  but  where  it  makes  a 
little  bit  of  sense.  In  the  meanwhile  it 
is  creating  all  kinds  of  havoc  in  the 
country. 

I  certainly  hope  we  respect  the 
rights  of  the  States  to  have  something 
to  say  about  it. 

Mr.  EXON.  Mr.  President,  I  appreci- 
ate the  usual  informative  judgment  of 
our  great  friend  and  colleague  from 
Louisiana.  And  I  think  he  comes  right 
to  the  point  very  clearly.  While  he  was 
talking  I  happened  to  think  of  some  of 
the  other  statistics  that  are  coming  to 
mind  that  have  been  developed  during 
a  rather  extensive  study  that  I  have 


done  on  this  matter,  which,  once 
again,  proves  the  point  that  the  Sena- 
tor was  making. 

It  is  simply  this:  I  drove  from  Lin- 
coln, N£,  during  the  last  recess,  in  a 
car  to  Washington,  DC,  a  2%-day 
drive.  I  drove  at  different  speeds  to 
find  out  the  speed  people  were  driving. 
I  quickly  found  that  on  the  Interstate 
System  where  I  travel  almost  exclu- 
sively I  felt  endangered  if  I  drove  55 
miles  per  hour.  I  was  a  menace  on  the 
highway,  I  say  to  my  friend  from  Lou- 
isiana, and  he  is  nodding  his  head. 

Mr.  President,  I  finally  figured  out 
that  the  truckers  do  what  the  en- 
forced speed  limit  was.  And  when  a 
truck  passed  me,  I  then  speeded  up  to 
the  speed  of  that  truck.  I  foimd  out, 
interestingly  enough,  that  everybody 
else  on  that  road  was  driving  at  the 
speeds  of  the  trucks,  which  was  some- 
where between  63  miles  per  hour  and 
up  to  68  and  69  miles  per  hour.  I  never 
saw  during  that  1,200-mile  drive  while 
almost  every  person  that  I  saw  driving 
a  truck  or  an  automobile,  save  one, 
anyone  going  55  miles  per  hour,  and  I 
admired  him  for  it,  but  it  was  a  truck 
that  was  driving  55  miles  per  hour, 
and  do  you  know  what?  There  were  17 
cars  back  of  him  as  others  tried  to 
pass  and  it  was  a  highway  hazard. 

So  that  traffic  should  be  moving  es- 
sentially at  the  same  speed  and  the 
same  direction  at  a  resonable  speed  to 
make  it  safer  for  all  of  us. 

One  other  thing  I  would  like  to  get 
at.  I  was  not  here  then.  But  when  the 
Senate  passed  that  Highway  Act  in 
1974,  Mr.  President,  they  built  in 
maybe  intentionally— those  of  you 
who  voted  for  it— at  that  time  a 
system  which  invited  the  public  to  vio- 
late the  law  because  in  that  1974  law 
that  we  are  trying  to  repeal  for  the 
first  time  here  today,  it  said  that  49.9 
percent  of  the  people  in  a  State  could 
violate  the  speed  limit  but  if  50  per- 
cent violated  the  speed  limit,  they 
started  to  lose  a  portion  of  their  high- 
way funds. 

Imagine  what  a  traffic  nightmare 
and  enforcement  policy  that  is  for  the 
State  patrols  and  the  State  enforce- 
ment agencies  all  across  this  land. 

I  think  possibly  somewhere  along 
the  line,  if  we  had  more  time,  I  have 
some  other  amendments  to  this  biU.  I 
would  like  to  see  eventually  it  to  come 
to  reducing  that  50-percent  require- 
ment for  compliance  before  you  start 
to  lose  fimds  to  get  that  down  to  15  or 
20  percent.  Then  when  we  have  a  65- 
mile-per-hour  speed  limit  we  mean  65 
miles  per  hour.  If  the  average  speed  in 
that  State  is  more  than  10  or  15  per- 
cent of  that  speed,  they  start  losing 
funds.  I  am  simply  saying,  Mr.  Presi- 
dent, it  is  time  we  quit  kidding  our- 
selves and  the  American  people  with  a 
55-mile  per  hour  on  the  Interstate 
System  only.  I  emphasize  once  again 
that  if  we  pass  this  amendment  all 
that  we  would  be  doing  is  legalizing 


the  speed  on  the  rural  Interstate 
System  essentially  where  it  is  now. 

I  yield  the  floor. 

Mr.  HUMPHREY  and  Mr.  STAF- 
FORD addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Vermont. 

Mr.  STAFFORD.  Mr.  President,  I 
have  to  say  to  my  friend  from  Nebras- 
ka that  probably  different  people  have 
different  experiences  on  the  highways. 
Over  the  last  recess  I  drove  to  Ver- 
mont and  back.  I  utilized  the  Inter- 
state System  through  Maryland, 
through  Pennsylvania,  through  New 
York,  and  in  Vermont.  While  I  will 
have  to  say  not  everybody  was  going 
55,  I  did  not  feel  a  menace  on  the 
highway  traveling  at  that  speed.  For 
certain  reasons  I  am  particularly  care- 
ful to  travel  at  that  speed  I  might  say. 
But  most  people  in  the  States  I  have 
named  on  the  Interstate  System— I 
traveled  to  and  from  Vermont  and 
that  covered  about  a  thousand  miles- 
were  traveling  I  would  say  less  than  60 
miles  an  hour.  Probably  they  were  not 
all  going  55.  But  most  of  them  were 
going  under  60. 
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I  have  supported  the  55-mile-per- 
hour  speed  limit  ever  since  it  was  tem- 
porarily established  in  1974  as  a  con- 
servation measure  in  response  to  the 
1973  Arab  oil  embargo.  I  strongly 
oppose  the  amendment,  as  amended, 
being  offered  to  raise  the  speed  limit. 

Since  1974  many  studies  have  been 
imdertaken  to  substantiate  or  refute 
claims  that  the  55-mile-per-hour  speed 
limit  is  responsible  for  reducing  traffic 
fatalities  and  serious  injuries,  and  con- 
serving fuel.  Undoubtedly,  there  are 
several  factors  that  have  contributed 
to  the  saving  of  lives  and  to  energy 
conservation.  However,  I  am  convinced 
that  the  55-mile-per-hour  speed  limit 
has  contributed  significantly  to  saving 
lives  as  well  as  conserving  fuel. 

According  to  the  National  Academy 
of  Science  Transportation  Research 
Board's  study,  "55:  A  Decade  of  Expe- 
rience," the  55-mile-per-hour  speed 
limit  has  saved  2.000  to  4,000  lives  per 
year.  This  means  between  1974  and 
1985  between  20,000  and  36.000  peo- 
ple's lives  have  been  saved.  The  55- 
mile-per-hour  speed  limit  has  prevent- 
ed an  even  greater  number  of  severe 
injuries,  and  prevented  between  35,000 
and  62,000  less  serious  injuries.  Acci- 
dents occiuTing  at  faster  speeds,  of 
course,  result  in  more  severe  injuries, 
more  pain  and  suffering,  and  far 
higher  medical  bills,  legal  and  court 
costs,  and  motor  vehicle  repair  costs. 

Automobiles  can  be  lethal,  and  the 
higher  the  speed,  the  less  protection 
seat  belts  and  other  driver  protection 
devices  can  provide.  The  Interstate 
Highway  System  may  be  designed  for 
speeds  higher  than  55,  but  drivers  and 
smaller  cars  are  not.  Smaller,  lighter 
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cars  give  less  protection  in  crashes. 
Drivers  have  better  control  of  their  ve- 
hicles at  reduced  speeds  and  more 
time  to  avert  hazards  and  avoid  acci- 
dents. I  believe  we  should  preserve  and 
enhance  every  existing  means  for 
making  roads  safer  and  lessening  risks 
for  drivers. 

I  might  add.  Mr.  President,  that  I 
have  very  recently  received  a  commu- 
nication from  the  Governor  of  Ver- 
mont asking  that  we  retain  the  55- 
mile-per-hour  speed  limit  and  doing  so 
in  face  of  the  fact  that  Vermont  is  one 
of  those  States  that  in  1985  apparent- 
ly was  not  quite  in  compliance  with 
the  55-mile-per-hour  speed  limit.  So 
we  believe  in  the  speed  limit  even  if  we 
have  to  pay  a  little  penalty  for  doing 
so. 

While  it  is  a  fact  that  not  everyone 
is  driving  55,  the  55-mile-per-hour 
speed  limit  remains  a  strong  deterrent 
to  excessive  speeding.  National  public 
opinion  polls  taken  since  the  passage 
of  55  continue  to  show  that  a  large 
majority  of  American  drivers  support 
the  55-mile-per-hour  speed  limit.  In  a 
recent  Wall  Street  Joumal/NBC  News 
nationwide  poll,  70  percent  of  Ameri- 
cans surveyed  voted  to  keep  55,  includ- 
ing many  who  admit  they  speed.  And 
there  will  always  be  those  who  speed 
no  matter  what  the  speed  limit  is.  If 
the  speed  limit  is  raised  to  65  miles  per 
hour,  there  will  be  those  who  believe 
that  means  they  can  drive  75  miles  per 
hour. 

The  argujment  has  been  made  that 
increasing  the  speed  limit  to  65  will 
save  time  and  provide  economic  bene- 
fits. The  TRB  study  shows,  first  of  all, 
that  62  percent  of  all  trips  are  not 
work  related.  Even  if  there  is  a  savings 
in  travel  time  of  7  hours  per  motorist 
per  year,  as  someone  has  calculated. 
Most  trips  are  short  ones  and  for  non- 
work  purposes.  On  average,  a  motorist 
could  save  3  minutes  per  trip.  Econo- 
mists argue  that  such  small  time  losses 
have  essentially  no  value.  I  think  a 
few  minutes  here  and  there  Ls  a  small 
price  to  pay  to  save  a  life. 

The  TRB  report  states  that  if  the 
speed  limit  were  raised  on  rural  inter- 
states,  there  would  be  about  500  more 
deaths  each  year.  That  is  a  terrible 
tradeoff  for  the  families  of  those 
killed.  Without  55  altogether,  there 
would  be  an  additional  death  every  2 
to  4  hours  and  a  marked  increase  in  se- 
rious and  incapacitating  injuries  every 
hour. 

Fifty-five  does  save  lives,  and,  of 
course,  it  saves  energy  too.  It  is  easy  to 
forget  those  long,  frustrating  gas  lines 
we  went  through  in  the  1970's.  Energy 
is  a  limited  resource.  The  attitude  that 
there  is  plenty  for  us  is  an  attitude 
that  is  irresponsible  and  unfair  to  our 
children  and  grandchildren  because  it 
is  their  share  of  energy  we  will  be 
using. 

According  to  Department  of  Trans- 
portation studies,  cars  get  from  17  to 


40  percent  better  gas  mileage  at  55 
than  at  70.  Other  tests  show  that  most 
trucks  get  up  to  27  percent  better  gas 
mileage  at  55.  Because  of  the  55-mile- 
per-hour  speed  limit,  there  are  now  ap- 
proximately 167.000  barrels  of  oil 
saved  per  day.  and  that  helps  with 
energy  conservation,  the  trade  bal- 
ance, and  independence  from  foreign 
oil  producers. 

There  have  been  some  major 
changes  since  the  enactment  of  55  in 
1974.  The  size  of  cars  has  become  sig- 
nificantly smaller.  Many  of  these  cars 
are  not  designed  to  handle  well  at 
high  speeds.  We  also  have  a  new  gen- 
eration of  drivers  who  have  been  li- 
censed since  the  55-mile-per-hour 
speed  limit  and  have  never  driven  with 
higher  speed  limits.  At  the  same  time, 
we  have  the  highest  percentage  ever 
in  our  population  mix  of  those  over  65 
years  of  age. 

A  variety  of  groups  continue  to  sup- 
port the  55-mile-per-hour  speed  limit 
and  point  out  its  benefits.  The  Ameri- 
can Public  Health  Association  with  a 
membership  of  50,000  public  health 
officials  and  community  health  lead- 
ers opposes  any  weakening  of  55.  They 
cite  a  60-percent  reduction  in  paralyz- 
ing spinal  cord  injuries  as  a  direct 
result  of  the  55-mile-per-hour  speed 
limit. 

According  to  an  actuarial  study  done 
by  the  New  England  Mutual  Life  In- 
surance Co.,  life  expectancy  increased 
by  1.8  years  from  1972  to  1976.  They 
note  that  medical  progress  and  better 
self-care  helped,  but  that  the  55-mile- 
per-hour  speed  limit  was  the  chief 
reason.  Between  1976  and  1979,  aver- 
age life  expectancy  increased  by  an  ad- 
ditional 1.6  years. 

The  American  Insurance  Association 
is  also  on  record  in  strong  support  of 
retaining  55.  They  point  to  the  TRB 
study  finding  that  $65  million  is  saved 
per  year  in  medical  and  welfare  assist- 
ance programs  because  of  the  55-mile- 
per-hour  speed  limit. 

The  American  Trucking  Associations 
has  said,  "There  is  a  very  strong  possi- 
bility that  increasing  the  speed  limit 
could  result  in  heavy  cost  burdens  for 
the  trucking  industry  and  a  loss  of  the 
safety  and  fuel  efficiency  benefits  that 
have  been  derived  from  55."  The 
United  Parcel  Service  has  locked  moni- 
tors on  each  of  its  vehicles  to  assure 
that  drivers  observe  the  55  mile-per- 
hour  speed  limit.  UPS  believes  that 
the  safety,  fuel  efficiency,  and  produc- 
tivity benefits  of  55  are  incontroversi- 
ble. 

The  National  Safety  Council  sup^ 
ports  the  55-mile-per-hour  speed  limit 
on  behalf  of  the  National  Coalition  to 
Support  the  55  MPH  Speed  Limit,  a 
broad-based  group  of  public  health, 
highway  safety,  and  related  organiza- 
tions including  Mothers  Against 
Dnmk  Driving,  American  Academy  of 
Pediatrics,    Epilepsy    Foundation    of 


America,  International  Association  of 
Chiefs  of  Police  and  others. 

In  conclusion,  I  believe  that  the  rea- 
sons for  maintaining  the  55-mile-per- 
hour  speed  limit  far  outweigh  the  ar- 
gimients  to  change  the  law.  I  whole- 
heartedly agree  with  the  National 
Safety  Coimcil's  view  that  55  is  "still 
this  Nation's  best  single  device  for 
saving  lives  and  preventing  injuries 
from  motor  vehicle  accidents."  In- 
creasing the  speed  limit  to  65  miles  per 
hour  will  kill  people  every  day.  The 
chance  of  a  fatal  injury  in  an  accident 
is  twice  as  great  at  65  as  at  55. 

Mr.  President,  I  think  it  is  too  much 
of  a  price  to  pay  to  go  faster  Just  to 
save  7  hours  a  year  or  3  minutes  a  trip 
and  lose  2,000  to  4.000  people  a  year.  I 
think  of  the  outcry  that  would  occur 
in  this  country,  Mr.  President,  if  just, 
for  example,  2,000  American  lives  were 
lost  in  Central  America  for  some  un- 
foreseen reason. 
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The  outcry  would  be  unbelievable. 
Yet  we  are  looking  here  at  a  proposal 
that  the  Transportation  Safety  Board 
observed  would  cost  2,000  more  lives 
per  year.  That  is  more  of  a  price  than 
I  am  willing  to  pay.  I  do  not  believe 
that  taking  the  chance  is  worth  the 
few  ininutes  that  someone  may  save.  It 
is  much  more  important  to  get  to  our 
destination  safely  than  not  to  get 
there  at  all. 

Mr.  President,  I  urge  my  colleagues 
to  defeat  this  amendment  as  amended. 

(Mr.  GOLD  WATER  assumed  the 
chair.) 

Mr.  HUMPHREY.  Mr.  President, 
the  national  speed  limit  is  an  irration- 
al policy  and  violates  simple  common 
sense.  It  is  time  to  deep-six  the  double 
nickel. 

I  am  pleased  to  join  Senators  Syhhs 
and  Hecht  as  an  original  cosponsor  of 
this  amendment.  Over  the  past  several 
weeks.  I  have  devoted  considerable 
effort  to  promoting  this  proposal. 

Though  Americans  profess  support 
for  the  55-mile-per-hour  law,  respected 
statistics  tell  another  story.  According 
to  a  study  by  the  Transportation  Re- 
search Board,  the  average  speed  of 
motorists  on  rural  interstates  has  in- 
creased from  Just  over  57  miles  per 
hour  in  1974  to  59.1  miles  per  hour  in 
1983.  Some  States  have  reported  non- 
compliance with  the  speed  limit  law  on 
their  rural  interstate  highways  to  be 
as  high  as  80  or  even  90  percent.  In  my 
own  State,  monitoring  devices  have 
registered  noncompliance  with  the  law 
as  high  as  85  percent. 

But  mass  disobedience  is  not  the 
reason  that  we  should  change  the  law. 
In  this  case,  there  are  three  important 
reasons  to  end  this  highway  hypocrisy: 

STATES'  SOVEREIGNTY 

It's  simple  common  sense  that  States 
should  set  the  speed  limits  on  their 
own  roads,  because  States  know  their 
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roads  the  best.  It  is  a  simple  fact  of 
life  that  every  time  Washington  tries 
to  tailor  one  suit  for  all  States,  invari- 
ably it  is  too  tight  in  some  places.  So  it 
is  with  "55."  It  Just  does  not  suit  our 
vast  expanses  of  lightly  traveled  inter- 
states,  whether  they  are  in  the  desert 
Southwest  or  in  rural  New  England. 

The  National  Conference  of  State 
Legislators,  at  its  recent  convention, 
has  said  as  much.  This  group— repre- 
senting over  7,000  legislators— recently 
passed  a  resolution  calling  for  outright 
repeal  of  the  "55"  law.  The  legislators 
said:  "State  officials  are  eminently 
more  qualified  to  determine  appropri- 
ate speeds  within  their  States  based  on 
individual  State  circumstances." 

Legislation  to  change  the  speed 
limits  has  been  introduced  or  enacted 
in  22  State  legislatures  over  the  past  2 
years.  I  will  submit  that  list  for  the 
Record. 

State  highway  officials  also  agree. 
Their  national  group,  the  American 
Association  of  State  Highway  and 
Transportation  Officials— representing 
the  transportation  departments  of  all 
50  States,  the  District  of  Columbia, 
and  Puerto  Rico— have  called  upon  the 
Congress  to  allow  State  discretion  in 
setting  speed  limits  on  rural  highways. 
The  recently  passed  statement  by  that 
group  says:  "The  Congress  should 
amend  the  55-mile-per-hour  law  to 
allow  the  States  to  establish  up  to  a 
65-mile-per-hour  speed  limit  on  rural 
limited  access  freeways,  as  the  States 
may  find  appropriate." 

Mr.  President,  a  number  of  our  Gov- 
ernors agree.  The  Western  Governors 
Association  has  endorsed  the  amend- 
ment. Governors  from  other  parts  of 
the  country  have  also  endorsed  this 
concept.  And  the  Nation's  most  promi- 
nent former  Governor,  Ronald 
Reagan,  backs  the  idea.  The  President 
said  to  my  colleague,  Senator  Stmms: 

I  believe  the  time  has  come  to  restore 
greater  authority  to  the  States  in  this  area. 
To  that  end,  I  welcome  the  proposals  like 
those  you  and  Senator  Hecht  have  offered, 
or  other  reasonable  reforms  that  would  pro- 
vide State  enhanced  ability  to  regulate 
highways  within  their  Jurisdictions. 

The  President  also  said: 

As  a  former  Governor,  I  have  great  confi- 
dence in  the  sensitivity  of  the  Governors  to 
the  need  for  protecting  public  safety,  and 
luiow  that  they  will  exercise  with  the  great- 
est of  care  whatever  level  of  control  is  ulti- 
mately returned  to  them. 

ENrORCDfENT  PRIORITIES 

Because  of  the  requirements  of  the 
present  law.  States  are  forced  to  spend 
considerable  amounts  of  very  limited 
public  safety  resources  enforcing  the 
national  speed  limit  law.  If  States  do 
not  achieve  certain  compliance  levels, 
then  they  are  subject  to  sanctions 
from  the  Federal  Government,  includ- 
ing withholding  of  Federal  highway 
funds.  Several  States  have  been  so 
threatened  by  the  U.S.  Department  of 
Transportation. 


Mr.  President,  imagine  if  half  the 
police  officers  who  are  now  staked  out 
behind  bushes,  armed  with  radar  guns, 
focused  instead  on  apprehending 
dnmken  drivers.  Surely,  it  would  be  a 
more  sensible  use  of  law  enforcement 
resources  and  would  probably  save 
even  more  lives  than  nitpicking  over 
the  55-mile-per-hour  speed  limit,  and 
apprehending  drivers  who  are  travel- 
ing at  safe  and  reasonable  si>eeds. 

A  State  highway  official  recently  ob- 
served. 

The  growing  noncompliance  problem  with 
the  55-MPH  speed  limit  is  encouraging  driv- 
ers to  additionally  ignore  other  traffic  laws, 
many  of  which  have  a  considerbly  more 
direct  and  larger  impact  on  highway  safety 
than  does  the  55-MPH  law. 

COMMON  SENSE 

Higher  speed  limits  on  certain  roads 
will  not  compromise  highway  safety. 
Over  the  past  several  years,  highway 
speeds  have  been  increasing  while 
traffic  fatalities  have  decreased. 

Mr.  President,  my  colleagues  wlU 
recall  the  situation  before  1974,  when 
Speed  limits  considerably  higher  than 
55  miles  per  hour  were  posted  all  over 
the  country.  Surely,  Senators  will 
agree  that  65  miles  per  hour  is  a  safe 
and  reasonable  speed  for  most  drivers 
on  most  highways. 

In  addition,  permitting  States  to  in- 
crease the  speed  limits  on  their  rural 
interstates  would  save  as  much  as  445 
million  manhours  annually.  Those 
who  travel  our  highways  for  a  living- 
salesmen,  truckers,  and  so  forth— 
attest  to  the  enormous  potential  bene- 
fits of  raising  the  speed  limit.  The 
president  of  the  owner-operator  Inde- 
pendent Drivers  Association  of  Amer- 
ica recently  told  me: 

Our  research  has  established  that  the  av- 
erage cost  to  an  owner-operator  trucker  of 
complying  with  the  55  MPH  as  opposed  to  a 
65-MPH  limit  is  approximately  $15,000  per 
year  in  gross  revenue.  In  order  to  make  up 
for  this  lost  revenue  (which  he  must  do  to 
survive  in  today's  competitive  environment), 
the  trucker  would  have  to  work  approxi- 
mately an  additional  52  seven-hour  working 
days  per  year.  .  .  . 

Further,  it  has  been  estimated  that  a 
traveling  salesman  who  drives  50,000 
miles  per  year— not  an  imlikely 
amount— the  difference  between  driv- 
ing at  55  and  70  miles  per  hour  equals 
1  full  working  month  per  year. 

Mr.  President,  the  hypocrisy  of  the 
national  speed  limit  paves  over  States' 
rights,  distorts  enforcement  priorities, 
and  violates  common  sense.  Let  us  put 
this  to  an  end. 

Mr.  President,  I  suppose  nothing 
could  be  more  boring  than  belaboring 
the  obvious,  so  I  shall  reduce  my  re- 
marks to  the  essential  level.  It  is  be- 
laboring the  obvious  because  it  is  per- 
fectly obvious  to  the  vast  majority  of 
Americans  that  it  is  time  to  remove 
this  "temporary"  speed  limit  restric- 
tion, placed  now  13  years  ago,  this 
temporary  13-year  restriction  on  speed 
limits.  Indeed,  I  think  it  is  obvious,  I 


would  hazard  a  guess,  to  a  majority  of 
Senators  in  this  body.  I  rather  imagine 
that  this  amendment  wlU  pass,  or  one 
of  them,  or  the  two  combined  because 
the  provisions  they  embody  are  long 
overdue. 

The  proponents  of  keeping  the 
status  quo— that  is,  the  temporary  per- 
manent 55-mile-an-hour  speed  limita- 
tion—like to  cite  the  poUs  in  which  a 
majority  of  Americans  profess  to  sup- 
port the  55-mlle-per-hour  speed  limit. 
But  we  in  politics,  of  all  people,  know 
that  in  polling,  all  things  depend  upon 
the  way  in  which  the  questions  are 
asked.  If  the  question  is  asked,  "Do 
you  comply  with  the  speed  limit",  if 
they  were  honest,  the  majority  of 
Americans  would  say  no  because  scien- 
tific measurements  of  compliance 
show  us  that  in  fact  they  do  not,  and 
by  increasing  margins,  Americans 
exceed  the  55-mile-per-hour  tempo- 
rary 13-year-old  speed  restrictions. 

Interestingly  enough,  while  the  aver- 
age speed  has  been  going  up  year  after 
year,  notwithstanding  the  temporary 
13-year-old  speed  restriction,  highway 
fatalities  have  been  coming  down. 
What  does  that  tell  us?  It  tells  us 
there  is  not  a  direct  link  between 
speed  and  safety  that  is  not  influenced 
by  other  factors— other  factors  being, 
for  instance,  the  presence  of  drunk 
drivers  on  our  roads.  The  thinking  of 
those  of  us  who  seek  to  remove  this 
temporary  13-year-old  restriction  is 
this:  That  if  we  can  free  up  our  police 
resources  from  nitpiclung  the  over  55 
day  after  day  so  States  do  not  have  to 
worry  about  "Big  Brother"  looking 
over  their  shoulders  with  respect  to 
compliance  so  States  do  not  have  to 
worry  about  losing  Federal  highway 
fimds,  the  withholding  of  which  the 
Federal  Government  uses  to  coerce 
the  States  to  coerce  their  citizens  to 
comply  with  this  temporary  13-year- 
old  speed  restriction— if  those  ,  re- 
sources were  freed  up,  some  of  tliem 
could  be  better  applied  to  insuring 
that  when  we  are  out  there  complying 
with  a  reasonable  and  safe  speed  limit, 
we  are  not  surrounded  by  drunk  driv- 
ers. That  is,  these  police  resources 
could  be  used  to  apprehend  drunk 
drivers  instead  of  nitpicldng  on  an  un- 
reasonable temporary  13-year-old 
speed  restriction. 

Some  States  may  wish,  as  apparent- 
ly is  the  case  of  the  State  of  Vermont, 
according  to  the  Governor,  to  remain 
at  55  miles  per  hour.  Pine.  Under  the 
legislation  pending,  both  of  these 
amendments— Senator  Hecht  is  on  the 
floor.  I  am  sure  he  is  prepared  to  ad- 
dress his  own  proposal.  But  I  know 
with  respect  to  the  Synuns  amend- 
ment, of  which  I  am  a  cosponsor,  this 
could  be  an  elective  matter.  Vermont 
could  stay  at  55  if  it  wants.  In  other 
States  where  conditions  are  different, 
dry  highways  and  so  on,  those  States 
could  raise  their  speed  limits  up  to  a 
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miixl""'""  of  65  under  the  Symms 
amendment  or,  xinder  the  Hecht 
amendment  as  I  think  I  imderstand  it. 
they  would  be  free  to  set  limits  them- 
selves acconUng  to  their  Judgment. 

The  National  Conference  of  State 
Legislators,  at  its  recent  convention, 
has  called  for  the  elimination  of  the 
55-mlle-per-hour  law.  sajring: 

State  officimls  are  eminently  more  quali- 
fied to  determine  appropriate  speeds  within 
their  States  baaed  on  individual  SUte  cir- 
cumstances. 

That  is  a  statement  of  the  obvious. 

State  highway  officials,  not  only  leg- 
islators, also  agree.  Through  their 
group,  the  American  Association  of 
State  Highway  and  Transportation  Of- 
ficials, they  likewise  have  called  upon 
Congress  to  allow  State  discretion,  in- 
stead of  this  temporary  13-year-old  ar- 
tificially imposed  restriction. 

Western  Governors  agree,  as  do  Gov- 
ernors in  other  parts  of  the  country, 
including  the  Governor  of  New  Hamp- 
shire, the  State  which  I  am  privileged 
to  represent. 

The  time  has  come  to  restore  au- 
thority to  the  States  and  to  let  them 
apply  a  reasonable  speed  limit.  Let  us 
remember,  these  highways  are  de- 
signed for  70  miles  per  hour.  They 
were  designed  and  built  at  great  ex- 
pense to  accommodate  an  average 
speed  of  up  to  70  miles  per  hour. 

There  is  also  the  matter  of  efficien- 
cy, Mr.  President,  saving  man-hours.  I 
recognize— and  let  us  be  frank,  let  us 
be  honest— that  we  are  talking  alx>ut  a 
tradeoff  between  increased  efficiency 
and  safety.  Yes,  that  is  true.  That  is 
true  in  aviation.  You  can  build  a  per- 
fectly safe  airplane,  as  the  Senator 
from  Arizona,  now  presiding,  knows 
perfectly  well,  that  would  have  almost 
no  chance  of  crashing  except  for  one 
thing:  Nobody  would  be  able  to  ride  in 
it  because  it  would  be  so  heavy  and  ex- 
pensive to  operate.  So  in  aviation  as  in 
any  mode  of  transportation,  we  ought 
to  say  to  the  American  people,  you  are 
big  boys  and  girls;  you  should  decide 
within  reasonable  bounds  on  this 
matter  of  trading  off  efficiency  and 
safety. 

Yes.  speed  kills,  and  55  is  safer  than 
65.  but  45  would  be  safer  than  55.  Why 
not  Just  bar  Americans  from  using 
their  automobiles  altogether?  We 
know  better  than  they  what  is  good 
for  them,  do  we  not?  We  are  the  coer- 
cive Utopians.  We  all  know  what 
Utopia  is.  Why  not  Just  say  to  the 
American  people,  you  cannot  use  your 
cars  ansrmore? 

Yes.  there  is  a  tradeoff  here  in  rais- 
ing the  speed  limit  from  55  to  65.  but 
let  us  remember  that  tradeoff  is  sea- 
soned by  freeing  up  resources  that  can 

be  applied  to  an  even  more  pernicious 

problem  than  exceeding  55  miles  per 

hour,  namely  drunk  driving. 
Vx.   NICKLBS.   Will    the    Senator 

yield  for  a  question? 


Mr.  HUMPHREY.  I  am  happy  to 
yield. 

Mr.  NICKLES.  The  legislation 
which  we  have  t>efore,  us,  the  amend- 
ment of  the  Senator  from  Nevada  of 
which  I  am  a  cosponsor,  allows  the 
States  to  increase  to  65  on  some  liigh- 
ways.  But  if  those  States  felt  safety 
was  really  in  jeopardy  and  it  was  not 
in  the  public's  interest,  they  could  still 
leave  it  at  55.  It  would  be  the  States 
making  that  decision  instead  of  Wash- 
ington, DC.  Is  that  not  correct? 

Mr.  HUMPHREY.  That  is  correct. 
Certainly,  the  Senator  from  Nevada  is 
better  able  to  answer. 

Mr.  HECHT.  Will  the  Senator  yield 
on  that? 

Mr.  SYMMS.  WUl  the  Senator  yield? 

Mr.  HUMPHREY.  I  yield  to  the  Sen- 
ator from  Nevada. 

Mr.  HECHT.  The  Senator  is  correct. 
It  is  strictly  a  States  rights  issue.  The 
States  can  increase  it  or  keep  it  at  55 
in  urban  areas,  but  it  is  strictly  a 
States  rights  issue. 

Mr.  SYMMS.  I  thank  the  Senator 
and  I  thank  the  other  Senators  who 
have  spoken  in  favor  of  the  proposi- 
tion. What  this  will  do  is  simply  give 
the  States  the  authority  to  relax  their 
speed  limit  up  to  60  on  certain  roads. 
That  would  mean  that  they  would 
probably  have  to  go  to  their  State  leg- 
islature and  get  a  law  passed  in  the 
State  to  raise  the  speed  limit.  For  ex- 
ample, the  Governor  of  Pennsylvania 
has  already  spoken  to  this. 

D  1730 
For  example,  the  Governor  of  Penn- 
sylvania has  already  said  that  as  long 
as  he  is  Governor  of  Pennsylvania,  he 
will  use  his  abilities  as  Governor  to  see 
that  they  do  not  raise  the  speed  limit 
above  55.  I  have  no  quarrel  with  that. 
We  are  not  trying  to  force  it  down 
their  throats.  We  are  not  trying  to  say 
that  the  people  on  the  banks  of  the 
Potomac  know  best  what  the  speed 
limit  should  l)e;  we  will  let  the  people 
on  the  banks  of  the  Snake  River  or 
the  Clearwater  River  or  somewhere 
else  decide  whether  it  should  be  raised 
to  65  or  not.  If  New  Jersey  and  Penn- 
sylvania and  the  other  States  that 
have  highly  traveled  roads  do  not  wish 
to  raise  the  speed  limit,  they  will  not 
be  forced  to  do  it.  Just  give  them  per- 
mission. It  is  an  example  of  federal- 
ism. 

Mr.  HUMPHREY.  Mr.  President,  I 
end  as  I  began.  There  is  nothing  more 
boring  than  belaboring  the  obvious.  It 
is  obvious  that  it  is  time  to  get  rid  of 
this  13-year-old,  arbitrary  provision 
and  restore  flexibility  and  sovereignty 
to  the  States  to  set  reasonable  speed 
limits  so  that,  among  other  things, 
they  can  concentrate  on  apprehending 
drunken  drivers.  I  thank  the  Chair. 

Mr.  PROXMIRE.  Mr.  President,  I 
rise  in  opposition  to  both  the  Hecht 
second-degree    amendment    and    the 


first-degree    amendment    of    Senator 
Stmhs. 

If  the  Senate  raises  the  speed  limit 
to  65  miles  per  hour  on  rural  inter- 
state highways,  we  will  be  in  effect 
signing  death  warrants  for  the  lives  of 
500  or  more  men,  women,  and  children 
each  year.  We  will  be  accessories  in 
the  maiming  and  injuring  of  thou- 
sands of  others  in  highway  injuries 
every  year. 

A  Transportation  Research  Board 
study  estimated  that  these  deaths  and 
injuries  will  be  some  of  the  tragic  re- 
sults of  increasing  to  65  miles  per  hour 
the  speed  limit  on  our  Nation's  31,500 
miles  of  rural  interstate  highways. 

The  economic  losses  to  the  Federal 
Government  of  such  increased  carnage 
on  our  Nation's  roads  will  run  into  mil- 
lions of  dollars.  The  taxpayers  will  be 
forced  to  bear  the  costs  of  increased 
Medicare,  Medicaid,  disability  and 
other  aid  programs. 

But  this  Federal  cost  would  pale  in 
comparsion  to  the  overall  cost  to  socie- 
ty associated  with  the  increased  high- 
way deaths  and  injuries.  I  hope  my 
colleagues  will  think  for  a  moment 
about  the  increased  burden  on  health 
insurance  plans,  lost  family  income, 
rehabilitation  services,  funeral  costs, 
pain  and  suffering,  and  ultimately,  the 
heavy  emotional  costs  to  other  family 
members  as  a  result  of  bereavement 
and  the  necessity  of  caring  for  the  in- 
jured and  disabled. 

While  experts  may  disagree  as  to  the 
exact  relationship  between  increased 
speed  and  fatal  accidents,  there  is  no 
question  that  the  probability  of  a  fa- 
tality occurring  in  a  crash  increases 
with  speed.  It  has  been  estimated  that 
the  likelihood  of  a  fatality  doubles  as 
speed  increases  from  45  to  60  miles  per 
hour.  It  again  doubles  as  the  speed  in- 
creases from  60  to  70  miles  per  hour. 

Higher  speeds  are  likely  to  result  in 
less  safe  driving  simply  because  of  the 
physics  of  automobile  in  motion. 
When  traveling  at  a  high  rate  of 
speed,  a  car  moves  a  greater  distance 
during  the  time  it  takes  for  the  driver 
to  react  to  a  perceived  problem.  In 
general,  a  driver's  ability  to  steer 
safely  around  curves  diminishes  with 
speed.  After  recognizing  a  problem, 
the  distance  required  to  stop  a  vehicle 
by  braking  increases  with  speed. 

Finally,  crash  severity  increases  dis- 
proportionately with  speed  at  impact. 

The  55-mile-per-hour  speed  limit 
tends  to  reduce  the  speed  differentials 
among  vehicles.  Differential  speed 
among  cars  traveling  on  the  same 
highway  is  extremely  hazardous  and 
higher  speed  limits  tend  to  aggravate 
the  problems  associated  with  speed 
variations. 

Mr.  President,  right  now  OPEC  is 
struggling  to  regain  leverage  over 
world  energy  markets.  By  increasing 
the  speed  limit  we  will  be  in  a  small 
but  significant  way  playing  into  their 


UMI 


September  23, 1986 


CONGRESSIONAL  RECORD— SENATE 


25531 


hands.  Retaining  the  55-mile-per-hour 
speed  limit  would  save  approximately 
167.000  barrels  of  petroleum  every 
day.  This  accounts  for  2  percent  of  the 
Nation's  fuel  consumption. 

Now.  I  want  to  reiterate,  emphasize, 
underline  what  my  good  friend  from 
Vermont  said  earlier. 

Public  opinion  polls  show  that  ap- 
proximately three  quarters  of  the 
public  supports  the  55-mile-per-hour 
speed  limit.  The  reason  for  this  contin- 
ued support  is  very  simple.  People  re- 
alize that  the  current  law  imposes  very 
minor  inconveniences  to  the  public 
compared  to  the  benefits. 

On  average,  an  American  driver 
spends  only  7  hours  a  year  more  in  his 
car  because  the  speed  limit  is  55  rather 
than  65  miles  per  hour.  In  most  cases, 
the  amount  of  additional  time  per  trip 
is  no  more  than  a  couple  of  minutes. 

There  are  those  who  would  argue 
that  there  cannot  be  such  widespread 
public  support  for  55,  because  so  many 
drivers  are  breaking  the  law  and  going 
faster. 

We  have  heard  that  over  and  over 
again.  We  heard  that  from  my  good 
friend  from  Idaho.  We  heard  that 
from  the  Senator  from  Nebraska  and 
others. 

The  answer  to  that  is  quite  simple. 
No  matter  what  the  speed  limit  is, 
many  people  are  going  to  exceed  it  by 
5  to  10  miles  per  hour.  If  we  raise  our 
speed  limit  to  65  miles  per  hour,  the 
average  flow  of  traffic  would  move  at 
70  to  75  miles  per  hoiu*. 

That  is  not  a  theory.  That  is  a  fact. 
It  is  certainly  the  case  when  we  look 
at  the  experience  in  European  nations 
where  the  speed  limit  of  even  80  milies 
per  hoiu"  tends  to  be  exceeded  by  5  or 
10  miles  per  hour  by  many  motorists.  I 
talked  to  a  good  friend  who  recently 
traveled  in  Europe.  He  said  he  was 
cruising  along  at  80  miles  an  hour  and 
everybody  was  passing  him.  Now,  what 
makes  us  think,  if  we  make  it  65,  ev- 
erybody all  of  a  sudden  is  going  to 
become  law  abiding.  We  will  have  ex- 
actly the  same  problem  only  at  a 
higher  speed.  And  that  is  why  the  Na- 
tional Transportation  Safety  Board 
makes  that  estimate. 

Mr.  President,  clearly  the  benefits 
are  small  and  the  costs  incredibly  high 
of  raising  the  speed  limit  to  65  miles 
per  hour.  I  strongly  urge  my  col- 
leagues to  reject  it. 

Several  Senators  addressed  the 
Chair. 

Mr.  ABDNOR.  Mr.  President,  I  am 
happy  to  say  I  am  a  cosponsor  of  the 
amendment  offered  by  my  friends  and 
colleagues.  Senators  Hecht  and 
Snots,  to  allow  Governors  of  States 
to  raise  the  speed  limit  to  65  miles  per 
hour. 

The  amendment  offered  by  Senator 
STUfS  would  allow  Governors  to  raise 
the  speed  limit  to  65  miles  per  hour  on 
stretches  of  rural  interstate  highway 
while  the  perfecting  amendment  of- 


fered by  Senator  Hecht  would  allow 
Governors  to  raise  the  speed  limit  to 
65  miles  per  hour  on  any  rural  high- 
way. 

The  current  55  miles-per-hour  na- 
tional speed  limit  law  is  a  symbol  of 
absolute  ridiculousness  coming  from 
Washington.  South  Dakotans  ask, 
"Why  do  we  allow  bureaucrats  in 
Washington  or  big  lu-ban-State  Con- 
gressmen to  set  the  speed  limit  in 
South  Dakota?  These  people  probably 
never  have  driven  a  mile  in  the  coun- 
tryside and  have  no  idea  how  ridicu- 
lous it  is  to  drive  55  miles  per  hour  on 
virtually  trafficless  roads." 

I  submit  to  all  in  this  Chamber  that 
South  Dakotans  are  absolutely  right. 
Let  me  ask  opponents  of  this  measiu-e 
if  they  ever  have  driven  in  South 
Dakota  and  other  Western  States. 
Have  they  ever  driven  40  miles  just  to 
get  to  the  nearest  town  or  city?  Have 
they  ever  driven  100  miles  or  more  and 
encountered  only  a  half-dozen  cars  or 
less? 

I  don't  believe  they  have,  or  else 
they  would  be  supporting  this  meas- 
ure. 

In  the  State  of  South  Dakota,  where 
about  one-third  of  the  population  lives 
in  two  cities  separated  by  375  miles  of 
open  interstate  highway,  a  change  in 
the  55-miles-per-hour  speed  limit  to  up 
to  65  miles  per  hour  would  do  the 
people  a  great  service.  I  do  believe 
that  there  is  a  significant,  though  per- 
haps not  measurable,  economic  loss  in 
terms  of  productivity.  A  study  released 
in  1984  by  a  Transportation  Research 
Board  [TRB]  states  that  the  55-miles- 
per-hour  speed  limit  requires  about  1 
billion  additional  hours  of  passenger 
time  annually— 7  hours  driving  per 
year  per  licensed  driver.  That  time 
could  just  as  easily  be  spent  in  a  pro- 
ductive manner,  whether  it  be  in  em- 
plojmient  or  in  recreation. 

The  Symms  amendment  defines  a 
rural  interstate  highway  as  "those 
interstate  highways  located  outside  an 
urbanized  area  of  50,000  population  or 
more."  In  1984,  fatalities  on  T\ml 
interstates  accounted  for  less  than  5 
percent  of  all  highway  deaths.  Also 
there  are  only  33,910  miles  of  inter- 
state highway  that  qualify  as  rural; 
and  thus,  only  6  percent  of  all  high- 
ways currently  posted  at  55  miles  per 
hour  will  be  effected  and  these  high- 
ways carry  only  19  percent  of  all  traf- 
fic. Another  very  important  aspect  of 
the  safety  issue  is  the  fact  that  inter- 
states were  originally  engineered  for 
higher  speeds,  and  thus  could  accom- 
modate the  changes  made. 

Besides  the  expense  to  the  traveler, 
the  55-mile-per-hour  speed  limit  also 
impinges  a  significant  cost  to  the  law 
enforcement  agencies  in  terms  of  em- 
ployee hours  of  funds.  The  lack  of 
driver  compliance  and  the  threat  of 
funding  sanctions  have  forced  States 
to  devote  an  extraordinary  amount  of 
time  and  money  monitoring  speeds  on 


roads  posted  at  55.  The  lack  of  driver 
compliance  with  the  law  is  particularly 
notable  on  rural  interstates:  and  na- 
tionwide, the  rate  of  noncompliance 
continues  to  increase  despite  stringent 
enforcement  efforts. 

Modification  of  the  speed  limit  to  65 
miles-per-hour  would  enable  the  indi- 
vidual drivers  to  determine  their  own 
safe  pace  while  still  complying  with 
the  laws  of  the  highways.  I  have  seen 
data  to  indicate  that  only  slight  in- 
creases in  actual  driving  speeds  would 
result  if  States  choose  to  raise  the 
speed  limit  to  65  miles  per  hour  on 
rural  interstates.  Adoption  of  this  pro- 
posal would  make  speed  limit  laws 
more  enforceable  and  aUow  State  en- 
forcement agencies  to  use  their  per- 
sonnel, equipment,  and  limited  funds 
in  a  more  efficient  and  effective 
manner— like  combating  the  drunk 
driving  situation. 

Now,  I  realize  that  South  Dakota's 
highway  situation  is  not  the  norm; 
each  State  has  its  own  unique  prob- 
lems. It  is  in  this  respect  that  I  have 
always  been  a  supporter  of  State 
rights.  Returning  the  right  to  estab- 
lish the  maximiun  speed  limit  back  to 
the  individual  States  is  then,  in  my 
opinion  the  best  way  to  govern  the 
highways  of  our  Nation  in  order  to 
provide  the  transportation  service  the 
roads  were  designed  for,  as  well  as  to 
protect  the  individual  commuters. 

I  urge  the  Senate's  adoption  of  the 
Symms  amendment  as  modified  by  the 
Hecht  amendment. 

Mr.  President,  I  do  not  luiow  if  it  is 
legal  or  not,  but  my  State  legislature, 
with  the  help  of  the  Governor,  has 
passed  a  new  provision  that  if  you  are 
picked  up  on  the  interstate  for  speed- 
ing up  to,  I  think  it  is  70  miles  an 
hour,  you  get  a  charge  of  wasting  gas- 
oline, which  is  a  $10  fine  and  court 
costs,  plus  it  does  not  count  against 
your  driving  record. 

Now,  they  have  seen  fit  to  do  this, 
and  I  think  the  people  of  South 
Dakota  have  applauded  such  a  meas- 
ure. I  do  not  Jcnow  how  it  came  about, 
but  I  do  know  this.  I  heard  the  previ- 
ous speaker  say  that  if  you  set  it  at  65, 
they  are  going  to  go  75.  That  is  a  lot  of 
hogwash.  If  they  really  believe  65  is  a 
fair  speed  limit,  I  think  the  police  will 
arrest  anyone  who  exceeds  that.  But  if 
they  know  it  is  ridiculous  to  have  a  55- 
mlle-an-hour  speed  limit,  I  think  they 
do  look  the  other  way  because  they 
feel  foolish  for  pulling  somebody  over 
on  interstate  highways  with  nothing 
coming  and  telling  them,  "My,  my, 
you  are  going  10-miles-an-hour  too 
fast  at  65." 

I  voted  to  support  a  uniform  beer 
drinking  age  because  I  think  that  is  se- 
rious business;  where  people  can  go 
from  one  State  to  another,  you  have 
to  have  a  uniform  law.  But  it  would 
seem  to  me  that  in  this  day  and  age 
where  we  have  such  a  variance  in 
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living  conditions,  changes  in  popula- 
tion centers  from  one  State  to  an- 
other, somewhere  along  the  line  we 
would  finally  conclude  that  maybe, 
the  people  who  are  elected  by  the 
people  of  the  respective  States  to  the 
State  legislature  and  the  Governor, 
who  has  to  be  responsible  to  that 
State,  would  have  enough  responsibil- 
ity that  they  would  know  what  best, 
fits  that  State  and  where  the  speed 
limit  should  be  set. 

D  1740 

It  seems  to  me  that  the  more  we  tallc 
about  States  rights,  it  is  lilce  we  talk 
about  "Buy  American,"  and  then  we 
buy  everything  from  other  countries. 
We  do  a  better  job  of  talking  than  we 
do  of  following.  If  we  really  believe  in 
this,  it  would  be  one  thing.  I  just 
cannot  believe  that  some  of  the  people 
who  are  opposing  this  legislation  are 
not  guilty  once  in  a  while  of  getting 
their  car  up  to  65-miles-an-hour  when 
they  forget  themselves  and  go  down 
the  highway. 

I  think  it  would  be  a  great  mistake 
to  the  drivers  of  this  Nation  if  we  did 
not  adopt  one  of  the  amendments 
before  us.  I  urge  the  Members  of  this 
Chamber  to  give  every  consideration 
and  take  into  account  all  the  facts. 
Maybe  New  York  City  or  maybe  Cali- 
fornia, with  all  their  people,  might 
have  a  need  for  a  55-mile-per-hour 
speed  limit.  I  would  not  be  about  to 
tell  California  what  they  should  do.  I 
can  tell  the  Members  of  this  body  that 
a  65-mile-an-hour  speed  limit  is  a  very 
fitting  and  proper  and  safe  speed  limit 
for  South  Dakota. 

Mr.  NICKLES.  Mr.  President.  I  will 
make  my  remarks  brief.  I  think  most 
of  the  comments  pertaining  to  these 
two  amendments,  which  I  think  are 
good  amendments— and  I  am  proud  to 
be  a  cosponsor  of  both— have  been 
made,  and  I  do  not  plan  to  repeat 
them. 

A  couple  of  quick  points:  Again,  we 
are  not  raising  the  speed  limit  to  65. 
We  are  basically  saying  that  the 
States  have  the  authority  to  raise  the 
speed  limit  to  65. 

On  the  question  of  safety,  I  have  a 
great  deal  of  confidence  that  individ- 
uals in  the  States— the  Governors  and 
the  State  legislators— can  make  those 
decisions  better  than  we  can.  If  they 
decide,  in  their  collective  wisdom,  in 
the  State  of  Oklahoma  or  in  the  State 
of  Vermont,  to  leave  the  speed  limit  at 
55,  that  Is  fine.  They  may  decide,  in 
their  wisdom,  to  lower  it,  and  maybe 
they  can  save  more  lives,  and  that  may 
be  true,  and  that  Is  fine  as  well.  But 
let  us  allow  them  to  make  those  deci- 
sions and  not  preempt  that  decision  or 
not  tell  them  that  if  they  exceed  55 
and  happen  to  be  surveyed  on  such  a 
particular  day,  they  will  lose  10  per- 
cent of  their  Federal  highway  funds. 
Those  funds  are  not  really  Federal 


funds.   They  come  from  the  States, 
themselves. 

It  bothers  me  and  many  others  who 
served  in  the  State  legislature  to  see 
the  Federal  Government  always 
threatening  to  withhold  a  certain  per- 
centage of  moneys  if  States  do  not 
comply  with  this  particular  regulation. 

It  is  said  that  a  couple  of  States  are 
not  in  compliance.  In  my  State  of 
Oklahoma,  1  year  we  were  surveyed 
and  they  said  we  were  doing  a  bad  job, 
and  if  we  did  not  do  a  better  job  and 
crack  down,  we  would  lose  a  certain 
percentage  of  these  Federal  funds, 
which  are  really  State  funds.  The  next 
time  we  were  surveyed,  we  were  doing 
fine.  The  outcome  depends  on  what 
day  they  survey  you. 

Let  us  not  make  that  decision.  Let  us 
allow  the  Governors  of  those  States 
and  the  legislators,  who  know  the 
States  best,  to  make  that  decision.  No 
doubt  there  are  different  needs.  In  the 
western  part  of  my  State,  I  think  we 
would  be  very  excited  about  this.  In 
the  eastern  part  of  the  State,  it  is  hilly 
and  the  roads  are  winding.  There,  I  do 
not  know.  Regardless,  I  do  not  think 
we  should  be  making  the  speed  limit 
decisions  for  them. 

I  have  a  great  deal  of  confidence  in 
the  departments  of  public  safety  of 
each  State  to  decide  which  roads  and 
highways  should  qualify  for  higher 
limits.  They  may  all  decide  to  leave  it 
at  55.  We  have  heard  people  say  that 
three-fourths  of  the  American  people 
are  in  favor  of  keeping  the  speed  limit 
at  55.  If  so,  that  is  great.  If  all  the 
States  want  to  leave  it  at  55,  that  is 
fine  with  this  Senator.  But,  let  us  not 
threaten  to  withhold  10  percent  or  a 
certain  percentage  of  the  money  for 
those  States  If  they  do  not  comply  on 
a  particular  survey. 

I  yield  the  floor. 

Mr.  BAUCUS.  Mr.  President.  I  am  a 
cosponsor  of  the  Symms  amendment, 
and  this  Is  why. 

It  is  important  to  remind  ourselves 
that  our  country  is  not  uniform.  Dif- 
ferent parts  of  the  country  have  dif- 
ferent characteristics.  No  two  States 
are  alike. 

We  very  much  pride  ourselves,  in 
our  country,  on  the  unique  heritage  of 
each  State.  It  means  a  lot  to  us.  We 
are  proud  to  be  Senators  from  the 
State  of  Vermont  or  the  State  of 
Idaho  or  the  State  of  Montana. 

The  fact  is  that  at  the  present  time 
and  under  present  circumstances,  the 
national  requirement  for  55  miles  per 
hour  on  all  highways  is  dated,  it  is  out- 
moded and  it  is  anachronistic.  It  does 
not  make  sense  today.  It  may  have 
made  sense  in  1973,  with  the  OPEC 
embargo,  but  it  does  not  make  sense 
today. 

The  present  requirement  is  an  exam- 
ple of  easterners  foisting  a  solution  on 
the  West  that  makes  no  sense  in  the 
West.  A  lot  of  us  in  the  West  are 
proud  of  America,  but,  after  all,  Wash- 


ington, DC.  is  on  the  east  coast.  Wash- 
ington is  different  from  other  parts  of 
the  country.  It  is  different  from 
Denver,  CO;  Seattle.  WA;  Boise,  ID. 

The  fact  is  that  our  Nation's  Capital, 
to  some  degree,  tends  to  pass  laws  that 
reflect  Washington.  Too  many  of  the 
people  who  make  decisions  live  in 
Washington  and  spend  time  in  Wash- 
ington instead  of  other  parts  of  the 
country. 

The  55-mile-an-hour  speed  limit  re- 
minds me  of  other  actions  the  U.S. 
Government  has  taken,  with  very  good 
intentions,  but  which  do  not  make 
sense  in  the  West. 

A  good  example  is  the  Homestead 
Act.  In  the  early  1800's,  the  U.S.  Con- 
gress, in  its  wisdom,  passed  the  Home- 
stead Act:  160  acres  for  any  person 
willing  to  go  out  and  work  it  and  stay 
on  it.  That  makes  sense  in  the  East.  It 
makes  sense  in  Appalachia.  It  makes 
sense  in  other  parts  of  America.  But  it 
did  not  make  sense  west  of  the  98th 
meridian  to  the  Rocky  Mountains. 
Why?  Because  it  does  not  rain  out 
there. 

Those  who  have  been  west  of  the 
98th  meridian,  who  have  lived  in  that 
part  of  our  country,  realize  it  does  not 
rain  very  much.  The  average  rainfall 
in  my  State  of  Montana  is  about  15  or 
16  inches.  Here  in  Washington.  DC.  it 
is  about  40  Inches.  Someone  once  said 
that  the  annyal  precipitation  is  45 
inches.  The  point  is  it  rains  here. 

Where  It  does  not  rain,  people  do 
not  live.  There  may  be  a  few  jackrab- 
blts  in  the  West,  there  may  be  a  few 
coyotes,  there  may  be  some  sagebrush, 
but  there  are  not  a  lot  of  people. 
There  is  a  lot  of  space. 

A  lot  of  homesteaders  went  belly  up. 
They  did  not  know  the  weather  condi- 
tions or  about  the  droughts.  They 
went  out  West  and  homesteaded,  and 
the  Western  landscape  today  is  lit- 
tered with  old  homesteads.  I  know 
that  is  not  the  sole  reason  why  few 
homesteaders  made  it.  but  it  is  a 
major  reason. 

It  was  a  well-intended  law,  providing 
for  160  acres,  but  we  in  the  West  know 
that  you  know  that  you  need  more 
than  160  acres  to  make  a  living,  be- 
cause you  need  greater  space  to  carry 
more  livestock  or  raise  more  crops. 

D  1750 

You  just  need  more  than  160  acres 
in  the  West.  That  is  more  than  you 
need  in  the  East. 

So  here  we  are  with  a  55-mile-per- 
hour  speed  limit.  It  probably  does 
make  sense  in  the  East  to  have  a  55- 
mile-per-hour  speed  limit  on  the  inter- 
states. 

The  Senator  from  Vermont,  a  very 
wise  Senator,  a  man  we  respect  deeply 
in  this  body— told  us  this  afternoon  of 
his  drive  from  Vermont  to  Washing- 
ton. DC.  He  explained  how  folks  were 
going  55  to  60  miles  per  hour.  They 
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were  not  speeding  too  much.  Most 
folks  pretty  much  observe  the  speed 
limit. 

That  is  not  the  West.  There  are  a  lot 
more  cars  on  the  highway  between 
Vermont  and  Washington,  DC,  than 
on  the  interstates  in  the  West. 

I  see  more  cars  driving  from  my 
house  in  Georgetown  to  Capitol  Hill,  6 
miles  away,  than  I  do  driving  on  an 
interstate  highway  from  Billings.  MT, 
to  Miles  City,  MT,  145  miles  away. 
That  is  a  fact.  I  see  many  more  cars  in 
the  6-mile  drive  here  than  I  do  on  a 
145-mile  interstate  highway  in  Mon- 
tana. 

I  do  not  think  folks  here  have  a  con- 
ception of  the  sense  of  space  and  dis- 
tance we  have  in  the  West.  The  dis- 
tance across  just  my  State,  Montana, 
is  the  same  as  driving  from  Washing- 
ton, DC,  to  Detroit.  There  are  a  lot  of 
cars  between  Washington,  DC,  and  De- 
troit or  from  here  to  Atlanta,  GA,  but 
not  very  many  if  you  are  driving 
across  Montana  that  same  distance. 

Mr.  President,  there  just  is  not  much 
traffic  on  interstate  highways  in  the 
West.  The  fact  is,  you  almost  go  to 
sleep  because  there  are  no  cars  on  the 
road. 

It  just  makes  sense,  therefore,  not  to 
impose  55  miles  an  hour  on  parts  of  the 
country. 

Mr.  President,  I  must  tell  Senators 
from  Eastern  States  that  this  is  one 
stupid,  idiotic  Federal  provision  that 
just  bothers  the  daylights  out  of  a  lot 
of  us  in  the  West. 

Most  of  the  fatalities  are  on  non- 
interstate  highways,  by  far.  I  will  be 
frank  to  say  I  have  some  reservations 
about  the  perfecting  amendment  but 
the  basic  underlying  Symms  amend- 
ment dealing  with  interstate  highways 
alone  and  giving  States  the  authority 
to  raise  the  speed  limit  to  65,  I  say 
makes  eminent  sense. 

I  also  suggest  everybody  has  his 
facts  and  figures  to  support  &ny  posi- 
tion, but  that  most  of  the  reduction  in 
highway  fatalities  in  our  coimtry  are 
due  to  factors  other  than  the  speed 
limit.  I  think  seatbelts,  in  part,  tre- 
mendous efforts  of  MADD  [Mothers 
Against  Drunk  Drivers]  and  other  ef- 
forts to  get  drunken  drivers  off  the 
road  have  been  reasons  the  fatalities 
have  come  down. 

I  can  go  through  all  the  other  argu- 
ments. There  are  lots  of  others  that  I 
can  point  to.  I  know  people  in  the  East 
get  a  little  upset  about  it— is  it  safe  to 
drive  55?— and  so  forth.  Mr.  President, 
that  is  the  East.  That  is  where  there 
are  lots  of  folks,  lots  of  people,  and 
lots  of  cars.  Out  in  the  West,  we  do 
not  have  that. 

I  also  suggest  that  if  the  limit  were 
raised  to  65  in  some  States,  people 
would  not  go  over  65,  because  65 
makes  sense.  If  people  do  go  over  65, 
let  us  address  that.  Let  us  have  tough 
enforcement  procediu-es.  That  is  an- 
other day. 


What  we  are  dealing  with  at  the 
present  moment  is  a  statute  which  I 
say  makes  no  sense  whatsoever. 

P\mdamentally,  the  present  law  is 
an  example  of  good  intention.  It  is 
good  intention  but  it  reminds  me  of 
two  of  the  most  worrisome  phrases  in 
the  English  li^^guage— one  is,  "the 
check  is  in  the  mail,"  and  the  other  is, 
"I'm  from  Washington  and  I  am  here 
to  help  you." 

This  present  55-mile-an-hour  limit  is 
an  example  of  Eastern  or  majority 
rule,  "I  am  here  to  help  you,"  but  in 
most  States  in  the  West,  it  does  not 
make  sense.  The  States  should  have 
the  right  to  so  choose. 

Mr.  President,  I  yield  the  floor. 

The  PRESIDING  OFFICER.  The 
Senator  from  Texas. 

Mr.  GRAMM.  Mr.  President,  a  great 
deal  has  been  said  today  already,  but 
there  are  a  couple  of  points  I  would 
like  to  make  on  this  issue. 

First  of  all,  I  think  it  is  important  to 
go  back  and  look  at  the  logic  that  was 
used  in  adopting  the  55-miIe-an-hour 
speed  limit,  because  it  is  critical  to  this 
debate. 

In  1973,  we  were  imder  price  con- 
trols in  the  oil  industry.  Then  the 
Arab  oil  embargo  occurred.  Because  of 
price  controls,  the  United  States  had 
an  oil  shortage  that  Western  Europe 
did  not  have,  producing  lines  at  our 
gas  stations,  and  a  national  crisis.  In 
Western  Europe,  the  market  was 
working;  they  had  no  lines.  The  same 
was  true  in  Japan. 

Based  on  the  argument  of  overriding 
national  interest.  Congress,  at  the 
urging  of  the  President,  mandated  a 
55-mile-an-hour  speed  limit  overriding 
States'  sovereignty  because  of  a  com- 
manding national  interest  in  saving 
energy. 

Now,  I  submit,  Mr.  President,  that 
that  logic  and  those  circumstances  no 
longer  exist  today.  While  it  could  be 
argued  in  1973  that  we  ought  to  force 
everybody  to  drive  no  more  than  55 
miles  an  hour  to  save  energy  because 
people  were  waiting  in  long  lines  for 
gasoline,  that  is  not  the  case  today. 

We  have  had  a  great  deal  of  discus- 
sion about  the  fact  that  people  are  not 
abiding  by  the  law.  They  obviously  are 
not,  because  in  the  West,  at  55  miles 
an  hour,  you  will  never  get  there.  If 
you  set  out  driving  west  in  Texas  at  55 
miles  an  hour,  you  are  going  to  get  dis- 
couraged before  you  get  where  you  are 
going.  You  are  also,  in  all  likelihood,  if 
you  are  abiding  by  the  law,  going  to 
get  rim  over  before  you  get  there,  be- 
cause the  truth  is  that  people  are  not 
driving  55  miles  an  hour.  We  are  pro- 
ducing, in  the  process,  contempt  for 
the  law  and  making  the  whole  process 
of  trying  to  enforce  speed  limits  a 
farce. 

So  the  point  I  want  to  make,  Mr. 
President,  is  that  the  national  crisis 
that  induced  Congress  to  override  the 
States  has  passed. 


All  the  proposed  amendments  say  is 
that  in  rural  areas  on  interstate  high- 
ways, or  according  to  the  other 
amendment  on  improved  highways, 
the  States  can  set  their  own  rules. 

All  this  does  is  allow  States  to  look 
at  the  circumstances,  to  gauge  the 
density  of  traffic,  to  gauge  the  safety 
factors,  and  to  make  a  decision  based 
on  their  own  individual  circumstances. 

I  cannot  speak  for  anybody  else's 
State  but  my  own,  but  I  do  not  believe 
that  people  are  abiding  by  the  55-mile- 
an-hour  speed  limit  in  rural  areas  on 
interstate  highways  in  my  State  de- 
spite our  best  effort  to  enforce  the 
law. 

I  think,  second,  that  the  55-mile-an- 
hour  limit  causes  an  unevenness  in 
traffic  speeds  that  is  itself  dangerous, 
and  I  think  allowing  us  to  set  out  in 
law  speed  limits  that  meet  our  circum- 
stances makes  sense. 

So  I  urge  those  who  live  in  different 
parts  of  the  country  who  want  to  pre- 
serve the  55-mile-an-hour  speed  limit 
to  do  that,  but  to  allow  those  of  us 
who  live  where  there  are  huge  driving 
distances  to  set  a  speed  limit  that 
makes  sense,  that  we  can  enforce,  that 
will  be  respected. 

So  I  urge  my  colleagues  to  support 
both,  and  if  not  both,  one  of  these 
amendments. 

I  yield  the  floor. 

Mr.  LAUTENBERG.  Mr.  President, 
I  rise  in  opposition  to  this  amendment. 

There  are  several  things  that  we  do 
know  about  the  55-mile-an-hour  speed 
limit  which  is  now  a  Federal  require- 
ment. 

We  know  that  in  1973,  the  year 
before  55  became  effective,  there  were 
55,000  deaths  on  our  Nation's  high- 
ways. We  know  that  in  1974,  the  year 
the  55-limit  was  imposed,  those  deaths 
dropped  significantly  to  46,000  and 
have  stayed  at  or  below  that  level 
since  that  time. 

We  know  that  in  1973,  deaths  per 
hundred  million  vehicle  miles  traveled 
stood  at  4.24.  In  1984.  that  figure  was 
down  to  2.48. 

We  know  that  the  National  Re- 
search Board  extensively  studied  10 
years  of  experience  with  55  and  found 
it  saved  between  2,000  to  4,000  lives 
per  year. 

We  know  that  the  American  people 
support  the  55-mile-an-hour  speed 
limit  and  oppose  its  elimination.  In 
1974,  with  the  energy  crisis  brought  on 
by  the  Arab  oil  boycott,  73  percent  fa- 
vored 55  as  an  energy  conservation 
measure. 

D  1800 

In  1986,  however,  with  no  energy 
crisis  and  only  its  safety  factor  to  rec- 
ommend it,  still  66  percent  of  the 
American  people  continued  to  support 
a  speed  limit  of  55  miles  an  hour. 

Mr.  F*resident,  as  sure  as  we  are 
here,  there  are  people  out  there  who 
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support  55  and  drive  60.  And  we  know 
that  when  the  speed  limit  Is  raised  to 
65— the  example  used  by  the  Senator 
from  Texas  before  when  he  said  that 
what  we  have  done  is  breed  contempt 
of  the  law  by  not  enforcing  it— the 
fact  of  the  matter  is  that  once  that 
Unit  gets  to  65,  we  will  be  looking  at 
those  who  would  still  maintain  con- 
tempt for  the  law  and  drive  at  75  or 
80.  If  it  is  going  to  be  enforced,  it 
should  be  enforced  at  55  Just  as  it 
should  be  in  the  event  that  this  limit 
is  raised. 

We  hear  from  the  proponents  that 
this  is  Federal  interference  in  the 
State's  decision  to  control  its  high- 
ways. Well,  we  have  seen  that  argu- 
ment so  many  times.  If  we  do  not  want 
tandem  trucks  on  our  highways,  we 
lose  Federal  highway  funding.  And 
there  are  so  many  other  instances 
where  the  Federal  Government  steps 
in  on  behalf  of  the  safety  and  well- 
being  of  the  people  who  travel  across 
our  highways  that  I  think  the  argu- 
ment falls  slightly  short  of  convincing. 

Mr.  President,  we  have  heard  several 
references  to  the  Eastern  interests  in 
this.  My  interest  is,  yes,  in  the  East, 
but  it  is  also  in  the  well-being  of  the 
citizens  of  our  country.  And  the  one 
thing  that  overrides  all  other  deci- 
sions, be  they  States  rights  or  abun- 
dant energy— and  the  energy  argu- 
ment does  not  hold  if  you  read  the 
forecasts  for  the  long-term— the  over- 
riding issue  and  the  overriding  respon- 
sibility for  those  of  us  here  in  this 
body,  who  represent  all  the  American 
people  in  addition  to  those  who  live  in 
our  States,  is  that  there  is  a  signifi- 
cant safety  factor.  We  are  talking 
about  an  increase  in  the  deaths  on  the 
highways.  We  are  talking  about  an  in- 
creasing number  of  crippling  injuries. 

If  we  had  a  plane  crash  this  day  and 
300  or  400  people  were  killed,  the 
Nation  would  be  in  mourning.  And 
every  one  of  those  families  would  be 
shocked  and  saddened  by  that  tragedy. 
And  the  funeral  of  those  persons  who 
are  Idlled  daily  on  the  highways,  out- 
numbering that  of  any  major  airplane 
accident  who  are  killed  each  year, 
have  the  same  saddened  circumstance 
and  the  same  shock  at  the  fimeral 
that  they  have  in  the  event  that  the 
death  occurs  in  an  air  crash. 

So  it  is  no  different.  We  are  talking 
about  life  saving.  That  is  the  issue.  I 
hope  that  we  will  defeat  this  amend- 
ment. I  think  it  is  important  that  we 
continue  to  do  whatever  we  can  to  pro- 
tect the  lives  and  well-being  of  our  citi- 
zens and  that  we  not  take  the  short- 
term  perspective  that  says  there  is  an 
abundance  of  energy  today.  But  if  we 
continue  to  use  it  at  an  accelerated 
rate,  we  are  all  going  to  be  standing 
here  one  day  wringing  our  hands  and 
trying  to  figure  out  how  we  save  the 
energy  that  we  squandered  away  at  a 
period  of  time  when  it  should  have 
been  preserved  and  saved  so,  for  the 


long-term  good  of  the  country,  we 
have  it  available. 

I  yield  the  floor. 

Mr.  BENTSEN.  Mr.  President,  I 
have  supported  the  55-mlle-an-hour 
speed  limit  law.  I  think  at  the  time  we 
instituted  this  national  speed  limit,  it 
served  a  very  useful  purpose.  We  had 
our  long  lines  at  the  gas  pumps.  We 
were  at  the  mercy  of  OPEC  and  we 
were  trying  to  get  better  gasoline  mile- 
age. That  was  a  fine  objective  for  the 
country  at  that  time. 

I  still  support  the  55-mile-an-hour 
speed  limit,  but  I  think  it  ought  to  be 
limited  to  those  urban  areas  where 
you  have  a  substantial  amount  of  con- 
gestion. I  certainly  think  it  is  warrant- 
ed in  rural  areas  where  you  have 
narrow  and  winding  roads.  I  have 
driven  on  some  of  those  roads  very  re- 
cently up  in  Maine,  where  you  really 
do  not  have  much  in  the  way  of  long- 
term  visibility.  It  is  difficult  at  times 
to  see  what  is  coming.  And  when  you 
have  an  18-wheeler  coming  at  you.  you 
want  to  be  sure  that  you  are  going  at  a 
slow  and  reasonable  speed. 

But  when  you  get  to  the  rural  inter- 
state, where  you  look  at  vast  expanses 
such  as  we  have  throughout  the  West, 
where  cars  are  few  and  far  between,  I 
think  it  is  very  difficult  to  justify  the 
55-mlle-an-hour  speed  limit. 

I  think  the  Senator  from  Idaho  has 
brought  forth  a  very  reasonable  com- 
promise on  this  issue.  It  is  time  to  fine 
tune  this  law  and  adjust  it  to  what  the 
realities  are  today  and  what  we  have 
learned  throughout  the  years.  It  is 
time  for  us  to  provide  greater  flexibil- 
ity to  the  States  by  allowing  them  at 
their  discretion  to  increase  the  speed 
limit  on  rural  interstates  where  it 
makes  sense  to  do  so. 

One  of  the  problems  we  face  with 
the  budget  constraints  today  is  the 
fact  we  do  not  have  as  many  law  en- 
forcement officials  as  we  would  like 
checking  on  traffic,  trying  to  save 
lives.  Most  of  our  law  enforcement 
agencies  are  spread  pretty  thin.  Then 
we  put  them  in  rural  areas  where  they 
really  do  not  have  dangerous  situa- 
tions to  deal  with  which  is  a  mistake. 
On  urban,  congested  highways  and 
narrow  country  roads,  enforcement  ef- 
forts to  maintain  55  miles  an  hour 
makes  sense,  but  so  does  increased 
effort  to  stop  dnmk  driving. 

I  think  we  ought  to  concentrate  on 
some  of  these  dnmk  drivers  and  try  to 
see  that  we  use  our  law  enforcement 
officials  in  a  more  productive  way. 

Rural  interstates  comprise  only  6 
percent  of  all  highways  posted  at  55 
miles  an  hour,  and  they  carry  about  19 
percent  of  all  traffic  on  highways 
posted  at  55  miles  an  hour.  Yet.  the  fa- 
tality rate  on  rural  interstates  is  lower 
than  that  of  most  other  highway  sys- 
tems. 

In  1984.  fatalities  on  rural  inter- 
states accounted  for  less  than  5  per- 
cent of  all  highway  fatalities.  They  are 


sunong  the  safest  roads  around. 
Rather  than  concentrating  our  scarce 
resources  on  making  the  safest  roads 
safer,  let  us  concentrate  those  re- 
sources on  much  more  dangerous 
problems  like  drunk  driving. 

I  urge  the  adoption  of  the  amend- 
ment. 

Mr.  SIMPSON.  Mr.  President.  I  was 
an  original  cosponsor  of  the  55-mile- 
an-hour  speed  limit  repeal.  Senator 
Hayakawa  and  I  started  that  effort 
when  I  came  to  this  body,  and  we  did 
not  meet  with  success.  This,  I  think, 
has  every  evidence  of  meeting  with 
better  success.  I  think  both  of  the 
amendments  are  thoughtful. 

I  Icnow  that  this  ground  has  been 
covered  in  this  debate  today,  but  this 
measure  has  been  with  us  now  for  12 
years.  It  was  conceived  in  the  emotion- 
al wake  of  the  national  energy  crisis. 
We  were  convinced  of  the  argument 
"55  saves  lives."  Now  it  has  grown  into 
a  States  rights  issue— whether  we  like 
that  or  not,  it  certainly  is  one. 

Many  States,  including  my  native 
State  of  Wyoming,  maintain  that  each 
State  has  a  sovereign  right  to  do  this, 
to  set  the  speed  limit  within  their  own 
boundaries— they  know  best— and  that 
the  law  should  be  repealed. 

I  really  do  not  take  issue  with  the 
argument  that  the  55-mile-an-hour 
speed  limit  does  help  to  save  lives  and 
does  save  fuel.  Let  us  just  say  that  is  a 
given.  I  will  say  that  might  be  a  fact 
one  would  take,  I  believe,  judicial 
notice  of  if  one  were  on  the  bench. 

However,  while  the  fatality  rates 
have  decreased  since  1974,  the  average 
driving  rates  have  increased.  In  1984, 
the  fatalities  on  the  rural  interstates 
were  about  5  percent  of  the  total  high- 
way fatalities  in  the  United  States. 

The  thing  that  still  galls  all  of  us 
from  the  West  is  this  issue  of  black- 
mailing those  States  that  do  not  adopt 
the  national  speed  limit.  I  think  that 
is  very  misguided. 

We  have  made  numerous  attempts 
to  repeal  this.  We  do  not  get  very  far. 
I  think  this  approach  is  worth  our  best 
consideration.  The  backers  of  the  limit 
always  win  out.  These  amendments— 
which  I  cosponsor— that  you  are  de- 
bating now,  I  think,  are  realistic  com- 
promises, and  will  meet  the  goals  of 
saving  lives,  conserving  fuel,  and  al- 
lowing each  State  to  determine  what  is 
best  suited  to  its  own  particular  geo- 
graphical area. 

In  my  State,  we  have  6,000  miles  of 
highway  posted  at  55  miles  an  hour. 
We  have  a  population  of  450,000 
people  and  an  area  of  100,000  square 
miles. 

a  1810 

So  we  really  do  rattle  around  in 
there.  We  have  100,000  square  miles 
with  6,000  miles  of  highway.  You 
would  have  to  see  some  of  that  unique 
area.  We  love  it.  We  get  so  we  enjoy 
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driving  between  Shoshonl  and  Casper 
where  there  is  not  anything  except  a 
couple  of  little  stops  for  entertain- 
ment and  refreshment,  humoring 
one's  functions.  That  is  what  we  have 
in  that  stretch— maybe  four  places. 

In  Massachusetts  they  have  789 
miles  of  highway  posted  at  55  miles  an 
hour,  and  a  population  of  almost  6 
million.  It  does  not  fit.  One  does  not 
fit  the  other.  Obviously  it  costs  Wyo- 
ming far  more  per  capita  to  have  the 
same  effective  level  of  traffic  law  en- 
forcement that  they  have  in  Massa- 
chusetts. We  could  not  afford  that. 
There  is  no  way  we  could  put  that 
many  people  on  6,000  miles  of  road. 

So  they  are  not  the  same.  And  I  re- 
spectfully suggest  that  we  all  get  into 
provincial  stuff  here.  That  is  part  of 
our  job.  But  try  1-95  out  here.  You  can 
really  get  whistled  down  out  there. 
They  will  pass  you  lilce  a  freight  train 
would  a  tramp  when  you  get  out  on 
that  highway— 70  miles  an  hour.  1-495, 
the  beltway,  that  is  just  kind  of  a  re- 
volving suction  pimip.  You  can  get 
sucked  up  out  there.  That  at  least  does 
not  happen  to  us  unless  we  have  70 
mlle-an-hour  winds  in  Wyoming.  So 
those  are  the  problems  that  we  have. 

I  think  there  are  very  definite  rea- 
sons why  we  ought  to  give  these  States 
the  opportunity  to  do  this  themselves. 
Who  would  know  better  what  is  rural, 
what  is  urban,  what  is  best  for  them? 
Keep  it  in  the  metropolitan  areas  if 
they  like  that,  in  cities  of  50,000  if 
they  like  that,  in  rural  areas  if  they 
like  that.  Those  are  very  real  things.  I 
think  these  two  amendments  are  going 
to  prevent  us  from  just  snickering  at 
the  law,  kids  in  the  back  of  the  car 
saying  to  the  old  man,  "You  are  going 
70  miles  an  hour,"  and  the  old  man  is 
giving  them  the  moral  lecture  on 
doing  it  right,  and  so  on.  It  is  just  an 
impossible  situation. 

Well,  I  think  it  is  time  to  recognize 
that  we  have  some  special,  special  situ- 
ations in  the  rest  of  the  United  States, 
and  they  are  very  real.  They  are  very 
honest.  Nobody  is  trying  to  snow  any- 
body. The  55-mile-per-hour  speed  limit 
is  just  absolutely  impractical.  It  is  a 
laugher,  an  absolute  laugher  out  in 
our  part  of  the  country.  We  just  as 
well  should  dispose  of  it.  get  on  with  a 
little  States  rights,  and  do  a  little  busi- 
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ness. 

Mr. 
Chair. 

The  PRESIDING  OFFICER 
Gramm].  The  Senator  from 
Jersey  is  recognized. 

Mr.  LAUTENBERG.  Mr.  President, 
I  ask  unanimous  consent  that  two  edi- 
torials appearing  in  the  New  Jersey 
papers  be  made  part  of  the  Record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 


[From  the  Newark  Star-Ledger,  Aug.  29 

1986] 

Leavk  Well  Ehough  Alonx 

Another  effort  is  under  way  in  Congress 
to  raise  the  federal  SS-mile-an-hour  speed 
limit,  but  the  latest  move  may  have  more 
momentum  going  for  It  than  similar  past 
initiatives.  This  time  President  Reagan  has 
gotten  into  the  act,  taking  sides  with  sena- 
tors from  Western  states  who  sponsored  a 
bill  that  would  raise  the  limit  to  65  miles  an 
hour. 

In  supporting  the  measure  drafted  by 
Sens.  Steven  Symms  (R-Idaho)  and  Quentln 
Burdlck  (D-N.D.),  the  President  said  he  be- 
lieves the  "time  has  come  to  restore  greater 
authority  to  the  states  In  this  area  ...  I 
welcome  proposals  that  would  provide  states 
enhanced  ability  to  regulate  highways 
within  their  jurisdiction." 

Raising  the  speed  limit  no  doubt  would  be 
welcomed,  too,  by  a  number  of  Western 
states,  which  for  years  have  been  campaign- 
ing to  abolish  the  current  safe  and  sane  55 
mph  limiUtion.  For  the  President  and  sena- 
tors from  rural  regions  who  are  up  for  re- 
election their  support  of  higher  highway 
speeds  makes  for  good  politics. 

But  it  conversely  makes  for  poor  highway 
safety,  the  verifiable  experience  of  the  sen- 
sible lower  speed  limit  that  was  put  into 
effect  during  the  Arab  oil  boycott  in  the 
mid-1970s  as  an  energy  conservation  meas- 
ure. It  turned  out  to  have  far  greater  bene- 
fits in  terms  of  human  life— a  dramatic,  sus- 
tained reduction  in  highway  traffic  deaths. 

The  negative  reaction  of  New  Jersey  and 
New  York  officials  to  the  President's  en- 
dorsement of  raising  the  speed  limit  cited 
the  life-saving  aspect  of  the  nation's  11- 
year-old  experience  with  the  lower  speed 
regulation.  Rep.  James  Howard,  a  New 
Jersey  Democrat  who  was  one  of  the  spon- 
sors of  the  55  mph  speed  law,  has  indicated 
he  would  seek  to  head  off  the  newest  efforts 
to  repeal  it. 

Proponents  of  a  higher  speed  limit  argue 
that  the  current  curb  is  too  low  for  rural 
roads,  that  it  is  frequently  breached  and 
that  it  denies  energy  savings  to  truckers  on 
long  hauls.  Rural  roads,  as  a  matter  of  fact, 
are  more  hazardous  than  multilane  high- 
ways, and  the  energy  savings  are  hardly  a 
rational  tradeoff  for  substantially  lower 
traffic  fatalities. 

Congressman  Howard  has  estimated  that 
the  lower  speed  limit  has  saved  between 
5,000  and  9,000  lives  a  year,  prevented 
90,000  paralyzing  spinal  injuries  and  re- 
duced accident-related  trauma  by  70  per- 
cent. These  statistics  make  out  a  compelling 
human  case  for  retaining  the  55  mph  limit. 
As  New  York  Mayor  Ed  Koch  cogently 
noted  in  response  to  the  President's  support 
for  raising  the  speed  limit,  "If  the  law  ain't 
broke,  why  fix  it?"  The  mayor  said  it  all. 

Election- Year  Handouts 
The  National  Review  says  there  are  12  to 
14  reasons  that  President  Reagan  has  decid- 
ed to  sutisidlze  wheat  sales  to  the  Soviet 
Union.  That's  the  number  of  Republican 
senators  up  for  reelection  this  year  in  the 
hard-pressed  Farm  Belt.  One  might  add 
that  there  are  a  dozen  or  so  reasons  for  rais- 
ing the  55-mlle-an-hour  speed  limit,  as  the 
president  is  also  proposing.  That's  roughly 
the  number  of  senatorial  elections  In  the 
American  West,  where  the  55-mile  limit  is 
about  as  popular  as  Moammar  Gadhaf  i. 

Anyone  who  has  ever  driven  across  Wyo- 
ming or  North  Dakota  will  have  no  trouble 
imderstanding  why.  The  highways  in  those 
rectangular  states  are  as  straight,  flat,  and 


25535 


empty  as  an  airport  runway.  They  converge 
on  a  single  point  on  the  horizon  like  a  text- 
book illustration  of  the  principle  of  perspec- 
tive. They  weren't  built  to  be  traveled  at  55, 
and  everyone  knows  it— the  motorists  who 
routinely  press  the  accelerator  to  the  floor, 
the  highway  police  who  don't  even  bhnk 
when  somebody  whizzes  by  15  mUes  over 
the  limit,  and  the  sUte  legislators  who  see 
the  issue  as  proof  that  Washington  has  no 
idea  what  it's  doing,  as  usual. 

After  Ignoring  these  complaints  for  nearly 
six  years,  Mr.  Reagan  has  suddenly  opened 
his  ears  and  is  paying  heed.  Since  each  state 
has  two  senators,  regardless  of  population,  a 
vote  for  U.S.  senator  from  Wyoming  is 
worth  about  the  same  as  35  votes  for  X5S. 
senator  from  New  York.  So  in  a  midterm 
election  year,  any  president  becomes  awful- 
ly solicitous  of  the  sparsely  populated  states 
in  the  Farm  Belt  and  the  West. 

It's  understandable,  but  unfortunate.  In 
the  case  of  subsidizing  wheat  sales  to  the 
Soviet  Union,  It  means  subsidizing  the 
Soviet  Union— which,  if  nothing  else,  makes 
a  mockery  of  the  administration's  anti-Com- 
munits  oratory.  Why  tighten  the  embargo 
on  Cuba  (as  the  White  House  has  recently 
done)  when  subsidized  grain  sales  give 
Moscow  the  economic  leeway  to  provide 
Havana  with  more  aid?  What's  more,  financ- 
ing wheat  sale  at  below-market  rates  is  an 
invitation  to  the  kind  of  beggar-thy-neigh- 
bor  international  trade  competition  that 
has  already  beset  the  world  oil  market. 
Unless  the  administration  wants  to  see  the 
world's  grain  exporters  follow  oil  producers 
like  Mexico  and  Nigeria  down  the  path  to 
bankruptcy,  it  shoud  quit  handing  out  polit- 
ical favors  of  this  sort. 

As  for  higher  speed  limits,  their  propo- 
nents have  marshaled  some  clever  argu- 
ments. Sen  James  Exon.  D-Neb.,  says  that 
of  his  sUte's  237  highway  fatalities  last 
year,  only  11  occurred  on  interstates,  and  in 
none  of  those  did  the  police  say  the  reason 
was  excessive  speed.  For  the  country  as  a 
whole  only  about  10  percent  of  all  auto  fa- 
talities occur  on  the  interstates. 

But  this  doesn't  mean  that  a  higher  speed  ' 
limit  would  have  no  effect  .on  the  death  toll. 
Bear  in  mind  that  drivers  tend  to  exceed  the 
limit  now;  state  troopers  seldom  stop  a 
speeder  doing  less  than  65  or  70.  If  the  limit 
were  raised  to  65.  as  Senators  Steven 
Symms,  R-Idaho,  and  Chic  Hecht,  R-Nev.. 
propose,  the  effective  speed  limit  would  be 
75  or  80. 

Furthermore,  trucking  deregulation  has 
put  more  rigs  on  the  road,  many  of  them 
extra-long,  double-trailer  monsters  that 
have  a  tendency  to  jackknife  even  at  today's 
reduced  speeds.  Raising  the  speed  limit 
would  reduce  the  margin  of  safety  even  fur- 
ther. OPEC  would  love  the  new  limits,  since 
they'd  mean  that  millions  of  gallons  more 
gas  would  be  gulled.  But  undertakers 
would  love  them  too. 

Mr.  DANFORTH.  Mr.  President,  I 
wanted  to  wait  until  last  to  speak  be- 
cause I  thought  maybe  some  other 
Senators  might  want  to  be  heard 
before  I  made  a  tabling  motion  which 
I  am  about  to  do. 

Mr.  President,  first  to  address  some 
of  the  arguments  that  have  been  made 
on  the  amendments.  States  right:  it  is 
said  that  a  55-mlle-an-hour  Federal 
maximum  speed  limit  violates  the 
principles  of  State  rights  but  a  65- 
mile-an-hour  maximimi  speed  limit  is 
within  the  principles  of  State  rights.  It 
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Is  a  little  bit  pregnant  as  an  arg^ument. 
If  we  were  addressing  the  question  of 
State  rights  we  would  have  a  simple 
repeal,  not  simply  moving  the  speed 
limit  from  one  level  to  another. 

As  a  matter  of  fact,  these  amend- 
ments do  not  meet  any  State  rights 
standard.  They  simply  set  a  higher 
limit.  And  the  Federal  Government 
has  long  been  involved  in  areas  of 
highway  safety.  The  Federal  Govern- 
ment sets  aU  kinds  of  highway  safety 
standards.  We  have  gotten  involved  in 
blood  alcohol  content  regulation,  we 
have  gotten  involved  in  regulating 
tires,  padded  dashboards,  safety  glass, 
and  on  and  on.  There  is  nothing  un- 
usual about  the  Federal  Government 
getting  into  the  business  of  highway 
safety. 

With  respect  to  time  savings,  it  has 
been  argued,  well,  this  is  going  to  save 
a  lot  of  time— 1  billion  hours  a  year  or 
some  such  thing  it  is  argued.  But  when 
you  divide  it  all  up,  it  equals  1  minute 
per  driver  per  day  that  would  be  saved 
by  increasing  the  speed  limit  to  65. 

It  is  said  that  there  is  a  great 
groundswell  of  popular  support  for  in- 
creasing the  speed  limit.  Yet  a  Gallup 
poll  that  was  taken  last  June  shows 
that  66  percent  of  the  people  of  this 
coimtry  favor  the  55-mile-an-hour 
speed  limit.  So  the  public  apparently 
does  not  share  the  enthusiasm  of  the 
advocates  for  increasing  the  speed 
limit. 

Mr.  President,  the  biggest  issue,  of 
course,  is  safety.  And  on  this  there  is 
no  doubt.  The  Senator  from  New 
Hampshire  in  arguing  for  these 
amendments  conceded  the  fact  that  a 
55-mile-an-hour  speed  limit  is  safer 
than  a  65-mile-an-hour  speed  limit. 

Of  course  some  people  drive  faster 
than  55  miles  an  hour.  People  would 
drive  faster  than  65  miles  an  hour. 
When  the  speed  was  70  miles  an  hour, 
I  can  remember  lead-footing  it  across 
the  State  of  Missouri  considerably 
over  70  miles  an  hour.  But  the  fact  of 
the  matter  is  that  people  do  drive 
slower  with  lower  speed  limits,  even 
though  everybody  does  not  necessarily 
obey  the  speed  limits. 

The  National  Safety  Council  has  es- 
timated that  600  to  1,000  lives  would 
be  lost  by  raising  the  speed  limit  on 
rural  roads  to  65  miles  an  hour.  That 
is  not  an  argimient  by  some  Senator 
on  the  floor  of  the  Senate.  This  is  not 
some  politician  making  an  argument. 
This  is  people  who  are  in  the  business 
of  trying  to  analyze  the  effects  of  leg- 
islation on  safety.  They  claim  that  600 
to  1,000  lives  a  year  would  be  lost  by 
moving  the  speed  limit  to  65  miles  an 
hour. 

With  respect  to  chances  of  surviving 
an  accident,  driving  55  miles  an  hour, 
if  you  are  in  an  accident,  your  chances 
are  1  in  2  of  surviving.  If  you  are  driv- 
ing 70  miles  an  hour,  your  chances  of 
surviving  are  1  in  30. 


The  American  Medical  Association 
estimates  that  the  effect  of  reducing 
the  speed  limit  from  70  to  55  reduced 
spinal  chord  injuries  in  automobile  ac- 
cidents by  60  percent.  That  is  the  big 
issue  before  us,  Mr.  President.  It  is  not 
States  rights.  We  are  going  to  have 
Federal  regulation  of  speed  limits  no 
matter  what  we  do.  The  issue  is 
human  lives;  the  saving  of  human 
lives,  600  to  1,000  of  them  a  year  every 
year  that  this  would  be  in  effect. 

Mr.  President,  I  move  to  table  the 
Symms  amendment. 

Mr.  LEAHY.  Mr.  President,  I  ask  for 
the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
of  the  Senator  from  Missouri  to  lay  on 
the  table  the  amendment  of  the  Sena- 
tor from  Idaho.  On  this  question,  the 
yeas  and  nays  have  been  ordered,  and 
the  clerk  will  call  the  roll. 

The  bill  clerk  called  the  roll. 

D  1820 

Mr.  SIMPSON,  I  announce  that  the 
Senator  from  Utah  (Mr.  Garn]  is  nec- 
essarily absent. 

Mr.  BYRD.  I  announce  that  the 
Senator  from  California  [Mr.  Cran- 
ston] and  the  Senator  from  Hawaii 
[Mr.  INOUYE]  are  necessarily  absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber who  desire  to  vote? 

The  result  was  announced— yeas  40, 
nays  57,  as  follows: 

[Rollcall  Vote  No.  280  Leg.] 


YEAS-40 

Boschwitz 

Gore 

Pell 

Bradley 

Gorton 

Proxmire 

Byrd 

Hatfield 

Riegle 

Chafee 

Hawkins 

Rockefeller 

Chiles 

Heinz 

Roth 

Cohen 

HoUings 

Sarbanes 

D'Amato 

Kasten 

Simon 

Danforth 

Lautenberg 

Specter 

Dixon 

Levin 

Stafford 

Dodd 

Mathias 

Trible 

Eagleton 

Mattingly 

Warner 

Evans 

Metzenbaum 

Weicker 

Ford 

Mitchell 

Glenn 

Moynihan 
NAYS-57 

Abdnor 

Gramm 

McConnell 

Andrews 

Grassley 

Melcher 

Armstrong 

Harkin 

Murkowski 

Baucus 

Hart 

Nickles 

Bentsen 

Hatch 

Nunn 

Biden 

Hecht 

Packwood 

Blngaman 

Heflin 

Pressler 

Boren 

Helms 

Pryor 

Broyhill 

Humphrey 

Quayle 

Bumpers 

Johnston 

Rudman 

Burdick 

Kassebaum 

Sasser 

Cochran 

Kennedy 

Simpson 

DeConcini 

Kerry 

Stennis 

Denton 

lAxait 

^  Stevens 

Dole 

Leahy 

Symms 

Domenici 

Long 

Thurmond 

Durenberger 

Lugar 

Wallop 

Exon 

Matsunaga 

Wilson 

Goldwater 

McClure 

Zorlnsky 

NOT  VOTING 

-3 

Cranston 

Gam 

Inouye 

So  the  motion  to  lay  on  the  table 
amendment  No.  2871  was  rejected. 

D  1840 

Mr.  SYMMS.  I  move  to  reconsider 
the  vote  by  which  the  motion  was  re- 
jected. 

Mr.  EXON.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

The  PRESIDING  OFFICER.  The 
minority  leader. 

Mr.  BYRD.  May  we  have  order  that 
I  might  ask  the  distinguished  majority 
leader  what  the  schedule  is  for  the 
rest  of  the  evening  and  tomorrow. 

The  PRESIDING  OFFICER.  The 
Senate  will  be  in  order. 

Mr.  BYRD.  If  we  may  have  order, 
Mr.  President. 

Now  if  I  might  inquire  of  the  distin- 
guished majority  leader  what  his  plans 
are  for  the  rest  of  the  evening  and  to- 
morrow. 

Mr.  DOLE.  Mr.  President,  I  thank 
the  distinguished  minority  leader  for 
making  the  inquiry.  It  is  my  under- 
standing we  are  going  to  have  two 
rapid  fire  votes  here,  one  on  the  Hecht 
amendment  and  then  on  the  Symms 
amendment,  and  then  after  that 

Mr.  SYMMS.  If  the  minority  leader 
will  yield,  I  might  say  to  the  majority 
leader,  if  we  dispose  of  the  Hecht 
amendment,  then  the  parliamentary 
situation  is  that  we  go  ahead  and  viti- 
ate the  vote  on  the  Symms  amend- 
ment because  we  have  just  literally 
had  a  vote  on  the  Symms  amendment. 

Mr.  DOLE.  Are  there  other  amend- 
ments that  require  votes? 

Mr.  SYMMS.  Then  I  think  it  is  the 
intention  of  the  managers  of  the  bill 
to  take  the  noncontroversial  amend- 
ments for  the  next  hour,  I  would 
think  it  might  take.  There  are  some 
project  amendments  and  others.  And 
then  there  will  be  some  controversial 
amendments.  Again  there  will  be  the 
amendment  on  the  Davis-Bacon  and 
one  on  toll  financing  that  will  prob- 
ably require  record  votes,  but  I  believe 
we  can  complete  this  legislation  today. 

Mr.  BYRD.  Mr.  President,  it  sounds 
to  me  as  though  there  are  going  to  be 
one  or  two  immediate  votes  and  then  i 
infer  from  what  the  distinguished 
manager  of  the  bill  is  saying  that 
there  will  be  a  window  during  which 
time  noncontroverisal  amendments 
will  be  called  up,  and  that  there  are 
one  or  two  quite  controversial  amend- 
ments still  out  there;  that  after  that 
window,  if  I  may  use  the  word,  the 
Senate  will  go  back  to  those  and  there 
will  be  further  rollcall  votes  this 
evening,  if  I  am  correct. 

Mr.  DOLE.  Right. 

Mr.  BYRD.  Could  the  distinguished 
majority  leader  indicate,  or  the  distin- 
guished Senator  from  Idaho,  what 
kind  of  a  timeframe  is  planned  for 
such  a  window? 
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Mr.  DOLE.  We  will  have  two  votes.  I 
would  think  the  second  vote  would 
occur  a  little  after  7  and  then  those 
who  had  commitments  could  make 
those  commitments.  Then  I  would 
guess  we  will  be  an  hour  and  15,  an 
hour  and  20  minutes,  maybe  imtil 
8:30— 8:30— where  we  will  be  working 
on  noncontroversial  amendments,  and 
I  assume  there  will  be  some  debate  on 
the  next  controversial  amendment,  so 
there  may  not  be  a  vote  until  after 
8:30. 

Mr.  CHILES.  I  think  the  distin- 
guished ranking  member  or  chairman 
of  this  bill  said  something  about  a  vote 
on  the  toll  amendment.  I  think  the 
time  could  go  very  quickly  on  that.  I 
wonder  if  there  is  any  way  of  getting 
that  in  before  the  so-called  window  be- 
cause I  would  be  satisfied  to  take  10 
minutes  or  so. 

Mr.  DOLE.  I  think  we  have  a  par- 
ticular problem.  There  is  some  diffi- 
culty getting  into  one  of  these  events 
after  a  certain  time  because  of  the 
Secret  Service.  But  we  could  take  it  up 
right  at  8:30. 

Then  let  me  further  respond  to  the 
distinguished  minority  leader 

Mr.  CHILES.  If  we  only  had  the  one 
vote,  if  we  did  not  have  the  two 
votes— in  other  words,  if  the  yeas  and 
nays  were  vitiated  on  the  final  Symms 
amendment— it  would  be  possible  to 
get  it  up? 

Mr.  DOLE.  I  think  what  we  would 
like  to  do,  if  we  can  agree,  would  be  to 
go  ahead  and  have  the  two  votes,  take 
the  noncontroversial  amendments,  do 
the  debate  on  the  amendment  of  the 
Senator  from  Florida,  and  be  prepared 
to  be  back  here  by  8:45  ready  to  vote, 
ready  to  vote,  and  also  any  other 
amendments  that  may  be  offered.  We 
would  like  to  finish  this  bill  tonight. 

I  would  say  in  further  response  to 
the  minority  leader,  we  really  only 
have  tomorrow,  as  I  look  at  the  calen- 
dar, to  do  all  these  other  things  that 
people  have  been  wanting  to  do,  the 
CPTC  authorization,  so-called  FIFRA, 
intelligence  authorization.  All  of  those 
are  going  to  take  2  or  3  hours  apiece. 
On  Thursday,  we  will  start  on,  hope- 
fully, a  consensus  drug  package  which 
will  take  Thursday,  Friday,  and  prob- 
ably part  of  Saturday. 

I  am  advised  by  the  distinguished 
chairman  of  the  Appropriations  Com- 
mittee that  be  believes  he  will  be 
ready  to  move  on  the  continuing  reso- 
lution on  Monday. 

He  also  believes,  optimistically,  he 
can  conclude  action  on  that  by  Tues- 
day evening. 

Somewhere  in  that  time  we  also 
need  to  work  in  the  tax  reform  confer- 
ence report,  and  the  reconciliation, 
and  then  sometime  next  week  there 
will  be  a  debt  limit  conference  report. 

Then  we  have  the  Claiborne  im- 
peachment, but  that  will  not  be  avail- 
able until  next  Thursday,  week  from 
this  Thursday. 


I  did  confer  with  the  Speaker  by 
telephone  today.  He  still  believes  we 
can  conclude  our  business  by  October 
3. 

Mr.  KENNEDY.  WiU  the  leader 
yield? 

Mr.  BYRD.  I  will  for  additional  col- 
loquy. 

Mr.  KENNEDY.  As  the  leader  prob- 
ably knows,  today  is  day  7  of  the  10- 
day  constitutional  requirement  to  con- 
sider the  apartheid  bill.  The  time  riuis 
out  on  Friday  night.  I  am  still  hopeful 
that  the  President  will  follow  the  urg- 
ings  of  the  chairman  of  the  Foreign 
Relations  Committee  and  others  to 
sign  that  bill.  But  if  there  were  to  be  a 
veto,  there  is  an  expectation  the 
House  would  act  on  it  Monday.  I 
would  just  ask  the  majority  leader 
what  kind  of  assurances  can  we  have 
that  we  would  be  able  to  consider  an 
override  of  the  veto  should  that 
matter  come  back  to  the  Senate. 

Mr.  DOLE.  We  will  do  it  as  expedi- 
tiously as  we  can.  I  understand  they 
may  take  it  up  Tuesday  on  the  House 
side,  maybe  Monday.  We  would  act  as 
quickly  as  we  could  when  it  arrived  in 
the  Senate.  If  we  were  in  the  middle  of 
something,  we  would  like  to  complete 
action  on  that,  but  we  are  not  going  to 

Hploy  it  8it  £L11 

Mr.  KENNEDY.  I  thank  the  Sena- 
tor. 

Mr.  MATSUNAGA.  Will  the  distin- 
guished minority  leader  yield? 

Mr.  BYRD.  Yes,  I  yield.  Mr.  Presi- 
dent, if  the  Chair  will  protect  my  right 
to  the  floor,  I  yield  to  the  distin- 
guished Senator  from  Hawaii  (Mr. 
Matsttnaga). 

Mr.  MATSUNAGA.  As  has  been  in- 
dicated to  the  minority  leader,  and  I 
suppose  the  majority  leader  knows 
about  this  also.  Senator  Inouye  is  still 
in  flight,  on  his  way  back  from  Hawaii, 
and  has  an  amendment  to  the  high- 
way bill.  That  may  take  a  little  while 
in  debate.  There  will  be  some  opposi- 
tion, I  understand.  Of  course.  Senator 
Symms  knows  about  that.  He  will  be 
here  about  9  o'clock. 

Mr.  DOLE.  We  will  protect  the  Sena- 
tor from  Hawaii.  I  understand  that  he 
is  due  back  about  9  o'clock,  which  will 
be  just  about  right. 

Mr.  MATSUNAGA.  I  just  want  as- 
surances that  his  rights  will  be  pro- 
tected. 

Mr.  BYRD.  His  rights  will  be  pro- 
tected. 

I  ask  this  of  the  distiguished  majori- 
ty leader:  In  the  event  that  the  con- 
tinuing resolution  should  reach  the 
Senate  on  Thursday  rather  than 
Friday,  I  wonder  if  the  distinguished 
chairman  of  the  Appropriations  Com- 
mittee would  be  in  a  position  then  to 
proceed  with  that  matter  on  Friday. 

Mr.  DOLE.  The  chairman  is  here. 
He  indicated  that  he  would  rather  do 
that  on  Monday,  for  a  number  of  rea- 
sons. 


Mr.  HATFIELD.  First  of  all,  if  the 
Senator  will  yield,  the  latest  report  we 
have  is  that  the  House  of  Representa- 
tives, it  is  hoped,  would  take  up  the 
continuing  resolution  on  Thursday.  If 
that  is  the  situation,  then  we  would 
call  a  meeting  of  the  Appropriations 
Committee  on  the  Senate  for  Friday.  I 
am  sure  it  will  take  us  a  major  part  of 
1  day  to  mark  up  a  Senate  version  of 
the  continuing  resolution. 

Having  had  experience  on  the  floor 
of  moving  toward  a  deadline,  we  find 
that  matters  often  are  not  really  expe- 
dited until  we  are  on  the  day  of  the 
deadline.  So  I  am  not  so  sure  that  we 
gain  anything,  even  if  the  bill  were 
here  earlier,  to  take  it  up  on  Friday  or 
Saturday. 

Rather,  I  do  feel  that  the  House  will 
complete  it  by  Thursday,  that  we 
could  then  take  it  up  on  Monday  and 
face  the  deadline  Tuesday  night.  I  do 
not  think  we  will  make  that  deadline 
in  terms  of  the  conference. 

Therefore,  I  would  imagine  that  a 
second  continuing  resolution  stripped 
down— merely  a  2-day  extension- 
would  be  sent  over  to  us  from  the 
House,  in  order  then  to  give  the  two 
committees  a  chance  to  go  to  confer- 
ence and  get  the  conference  report 
back.  That  is  an  optimistic  scenario. 

Mr.  BYRD.  I  asked  the  question  be- 
cause we  are  going  to  have  two  dead- 
lines converging  on  us  at  the  same 
time— the  expiration  of  the  debt  ceil- 
ing at  some  point. 

Mr.  DOLE.  That  may  be  about  the 
30th  of  September.  I  have  a  letter 
which  I  will  place  in  the  Record  later 
today  from  the  Treasury  Secretary, 
James  Baker,  indicating  that  if  we 
cannot  complete  action,  he  would  need 
some  small  extension  so  that  he  is  not 
required  to  disinvest  funds. 

Mr.  BYRD.  So  that  would  be  on 
Tuesday. 

Mr.  WALLOP.  Mr.  President,  will 
the  Senator  yield  for  a  question? 

Mr.  BYRD.  I  yield. 

Mr.  WALLOP.  I  direct  the  question 
to  the  majority  leader  through  the  mi- 
nority leader.  I  heard  the  assurances 
that  the  majority  leader  gave  the  Sen- 
ator from  Massachusetts  about  the 
South  Africa  veto  or  override.  Does 
that  include  all  circumstances,  one  in 
which  cannot  envision  Contra  aid 
passing  this  session? 

Mr.  DOLE.  I  did  not  say  when  it 
would  be  completed.  I  said  it  would  be 
brought  up. 

Mr.  WALLOP.  I  thank  the  majority 
leader. 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  to  have  printed  in 
the  Record  the  letter  I  have  received 
from  the  Secretary  of  the  Treasury 
dated  September  22,  1986. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 
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The  Sbcrbtakt  op  thk  Trxasury 
Waahington,  DC,  September  22,  1986. 
Hon.  Robert  Dole. 

Majority  Leader,  U.S.  Senate,  Washington, 
DC. 
Dear  Bob:  When  Congress  passed  the 
present  debt  limit  increase  to  $2,111  billion 
on  August  15.  you  remarked  that  the  in- 
crease would  In  effect  expire  on  September 
30.  This  letter  is  to  confirm  that,  as  of  Sep- 
tember 30,  the  government  will  have  to 
cease  some  of  its  normal  financial  oper- 
ations unless  a  further  increase  in  the  debt 
limit  is  enacted  into  law  on  or  prior  to  that 
date. 

On  September  30.  Treasury  is  required  to 
transfer  to  the  Civil  Service  Retirement  and 
Disability  Fund  approximately  $17.6  billion. 
Our  current  debt  projections  indicate  that 
without  a  debt  limit  increase  we  would  be 
unable  to  invest  approximately  $8  billion  of 
that  transfer.  The  Civil  Service  fimd  would 
lose  approximately  $200,000  per  day  for 
each  $1  billion  not  invested. 

On  October  1.  Treasury  is  required  to 
transfer  to  the  Department  of  Defense  Mili- 
tary Retirement  Fund  approximately  $11.2 
billion  and  to  the  Social  Security  trust 
funds  for  the  October  normalized  tax  trans- 
fer, approximately  $14.1  bUlion.  If  a  debt 
limit  Increase  is  not  enacted  on  or  prior  to 
October  1.  we  would  be  unable  to  invest  sub- 
stantially all  of  those  amounts.  The  military 
fund  would  lose  interest  at  approximately 
the  same  rate  as  the  Civil  Service  fund:  be- 
cause of  the  structure  of  the  normalized  tax 
transfer,  the  Social  Security  funds  would 
not  lose  any  interest  earnings  directly  as  a 
result  of  the  non-investment. 

These  actions  are  undesirable  because, 
while  interest  losses  that  do  occur  can  be 
corrected  in  subsequent  legislation,  they 
cause  concern  and  confusion  to  people  par- 
ticipating in  the  programs  represented  by 
the  trust  fimds.  especially  Social  Security 
recipients.  Also,  during  the  period  when  the 
trust  funds  cannot  be  fully  invested  there 
will  be  a  material  adverse  effect  on  orderly 
financial  operations  of  the  government  in 
that  financings  will  be  restricted  to  the  level 
of  maturing  debt,  resulting  over  time  in  our 
ruiming  out  of  cash. 

I  urge  you  to  enact  an  increase  in  the  debt 
limit,  to  $2,352  billion  to  reflect  the  Mid- 
Season  Review,  prior  to  September  30,  so 
that  these  negative  effects  can  be  avoided. 
In  the  meantime,  we  plan  to  conduct  our 
financings  as  normal. 

In  you  do  not  contemplate  completion  of 
this  matter  by  the  Congress  by  September 
30,  a  partial  increase  to  $2,141  billion  would 
allow  us  to  invest  all  the  trust  funds,  but 
would  still  require  the  larger  increase  before 
adjournment. 
Sincerely, 

James  A.  Baker,  III. 

Mr.  SARBANES.  Mr.  President,  will 
the  Senator  yield? 

Mr.  BYRD.  I  yield. 

Mr.  SARBANES.  Has  the  manager 
of  the  highway  bill  indicated  what  he 
anticipates  the  schedule  will  be  sub- 
ject to  the  window  and  how  long  it  will 
take  to  complete  the  bill— whether  it 
is  the  intention  to  complete  the  bill 
this  evening  and,  if  so.  how  long  that 
will  take? 

Mr.  SYMMS.  If  the  minority  leader 
will  yield,  I  think  it  would  take  some- 
where between  1  and  2  hours  on  the 
Davis-Bacon  amendment,  probably  20 
minutes  or   30   minutes   on   the   toll 


amendment,  if  the  Senator  from  Flori- 
da has  that;  then  the  H-2  amendment 
of  Senator  Inouye,  and  it  may  take  an- 
other hour.  He  will  want  to  make  his 
case,  and  he  will  take  at  least  45  min- 
utes, I  think.  There  will  be  opposition 
to  that  amendment— not  by  this  Sena- 
tor, but  by  other  Senators  who  will 
oppose  it. 

Mr,  DODD.  Mr.  President,  will  the 
minority  leader  yield? 

Mr.  BYRD.  I  yield. 

Mr.  DODD.  I  ask  the  majority 
leader— we  have  had  a  chance  to  talk 
about  this  privately.  There  was  a  dis- 
cussion about  doing  something  on  the 
Philippines.  The  House  last  week 
voted  narrowly  to  provide  some  $200 
million  to  the  Aquino  government.  I 
know  the  majority  leader  has  had 
some  concerns.  The  State  Department 
is  anxious  for  us  to  do  something.  I  do 
not  know  whether  that  is  still  their 
position.  Is  there  a  possibility  that  we 
might  do  something  in  the  Senate  on 
the  matter? 

Mr.  DOLE.  I  intend  to  visit  tomor- 
row with  Secretary  Shultz  on  that 
matter.  He  has  an  interest  in  doing 
something  on  that.  He  also  has  an  in- 
terest in  doing  something  on  Contra 
aid. 

Mr.  BYRD.  Mr.  President,  I  thank 
the  distinguished  majority  leader  and 
the  Senator  from  Idaho. 

I  yield  the  floor. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  second- 
degree  amendment.  On  this  question 
the  yeas  and  the  nays  have  been  or- 
dered, and  the  clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  and 
the  Senator  from  Pennsylvania  [Mr. 
Specter]  are  necessarily  absent. 

Mr.  BYRD.  I  announce  that  the 
Senator  from  California  [Mr.  Cran- 
ston] and  the  Senator  from  Hawaii 
[Mr.  Inouye]  are  necessarily  absent. 

The  PRESIDING  OFFICER  (Mr. 
BoscHwiTZ).  Are  there  any  other  Sen- 
ators in  the  Chamber  who  desire  to 


Evtina 

Kennedy 

Proxmire 

Exon 

Kerry 

Quayle 

Ford 

Lautenberg 

Riegle 

Glenn 

Leahy 

Rockefeller 

Gore 

Levin 

Roth 

Gorton 

Mathias 

Sarbanes 

Harkln 

Mattingly 

Sasser 

Hart 

McConnell 

Simon 

Hatfield 

Metzenbaum 

Stafford 

Hawkins 

Mitchell 
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Heinz 

Moynlhan 

Trible 

Boilings 

Nunn 

Warner 

Kassebauin 

Packwood 

Weicker 

Kasten 

Pell 

Zorinsky 

NOT  VOTING- 
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Cranston 

Inouye 

Gam 

Specter 

So  the 

amendment  (No.  2870) 

was 
rejected. 

Mr.  SYMMS.  I  move  to  reconsider 
the  vote  by  which  the  amendment  was 
rejected. 

Mr.  GRAMM.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

AMENDMENT  NO.  2871 

The  PRESIDING  OFFICER.  The 
question  recurs  on  agreeing  to  the 
amendment  of  the  Senator  from 
Idaho,  Mr.  Symms.  The  yeas  and  nays 
have  been  ordered,  and  the  clerk  will 
call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  annoimce  that  the 
Senator  from  Utah  [Mr.  Garn],  the 
Senator  from  Kansas  [Mrs.  Kasse- 
baum],  the  Senator  from  Indiana  [Mr. 
Quayle],  the  Senator  from  Pennsylva- 
nia [Mr.  Specter],  and  the  Senator 
from  Alaska  [Mr.  Stevens]  are  neces- 
sarily absent. 

Mr.  BYRD.  I  announce  that  the 
Senator  from  California  [Mr.  Cran- 
ston], the  Senator  from  Nebraska 
[Mr.  Zorinsky],  and  the  Senator  from 
Hawaii  [Mr.  Inoxtye]  are  necessarily 
absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber desiring  to  vote? 

The  result  was  annoimced— yeas  56. 
nays  36,  as  follows: 

[RoUcall  Vote  No.  282  Leg.l 
YEAS-56 


vote? 

Abdnor 

Goldwater 

McClure 

The  result  was  announced— yeas  36, 

Andrews 

Gorton 

McConnell 

nays  60,  as 

follows: 

Armstrong 

Gramm 

Melcher 

Baucus 

Grassley 

Murkowski 

[RoUcall  Vote  No.  281  Leg.] 

Bentsen 

Harkin 

Nickles 

YEAS-36 

Biden 
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Hart 
Hatch 
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Packwood 

Abdnor 
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Melcher 

Boren 

Hecht 

Pressler 

Andrews 

Hatch 

Murkowski 

Broyhill 

Heflin 

Pryor 

Armstrong 

Hecht 

Nickles 

Bumfpers 

Helms 

Riegle 

Baucus 

Heflin 

Pressler 

Burdick 

Humphrey 

Rudman 

Bingaman 

Helms 

Pryor 

Cochran 

Johnston 

Sasser 
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Humphrey 

Rudman 

DeConcini 

Kennedy 

Simpson 

Broyhill 

Johnston 

Simpson 

Denton 
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Stennis 

Cochran 
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Stevens 

Dole 
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Symms 

Denton 

Long 
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Domenici 
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Thurmond 

Domenici 

Lugar 

Thurmond 

Durenberger 
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WaUop 
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Matsunaga 

Wallop 
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Lugar 

Wilson 
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McClure 
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Wilson 

Ford 

Matsunaga 
NAYS-36 

Bentsen 

Byrd 

DeConcini 

Boschwitz 

D'Amato 
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Biden 

Chafee 

Dixon 

Bradley 

Danforth 

Gore 

Boschwitz 

Chiles 

Dodd 

Byrd 

Dixon 

Hatfield 

Bradley 

Cohen 

Dole 

Chafee 

Dodd 

Hawkins 

Bumpers 

D'Amato 

Durenberger 
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Eagleton 
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Burdick 

Danforth 

Eagleton 
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:ed— yeas  56. 


Kasten 

Mitchell 

Sarbanes 

Lautenberg 

Moynihan 

Simon 

Levin 

Pell 

Stafford 

Mathiu 

Proxmlre 

Trlble 

Mattlngly 

Rockefeller 

Warner 

Metzenbaum 

Roth 

Weicker 

NOT  VOTING- 
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Cranston 

Kassebaum 

;Stevens 

Gam 

Quayle 

Zorinsky 

Inouye 

Specter 

So  the  amendment  (No.  2871)  was 
agreed  to. 

Mr.  SYMMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  EXON.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

AMENDMENT  NO.  3872 

(Purpose:  To  authorize  appropriations  to 

carry  out  the  Urban  Mass  Transportation 

Act  of  1964,  and  for  other  purposes. 

Mr.  HECHT.  Mr.  President,  I  send 

an  amendment  to  the  desk  and  ask  for 

its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 
The  legislative  clerk  read  as  follows: 
The  Senator  from  Nevada  (Mr.  Hecht)  for 
himself  and  Mr.  Garn,  Mr.  Heinz.  Mr.  Mat- 
TiNGLY,  Mr.  Gorton,  Mr.  Dixon,  Mr.  Dodd, 
Mr.  Riegle,  Mr.  Cranston,  Mr.  Sasseh.  and 
Mr.  Sarbanes,  proposes  an  amendment 
numbered  2872. 

Mr.  HECHT.  I  ask  unanimous  con- 
sent that  further  reading  of  the 
amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
The  amendment  is  as  follows: 
At  the  end  of  the  bUl,  add  the  following: 
TITLE  II-MASS  TRANSIT    " 
AUTHORIZATIONS 
Sec.  201.  (a)  Section  21  of  the  Urban  Mass 
Transportation  Act  of  1964  is  amended— 

(1)  in  subsection  (a)(1),  by  striking  out 
"and  $3,050,000,000  for  the  fiscal  year 
ending  September  30,  1986,  and  funds"  and 
inserting    in    lieu    thereof    the    following: 

'$3,050,000,000  for  the  fiscal  year  ending 
September  30,  1986,  such  sums  as  may  be 
necessary  for  fiscal  year  1987.  $1,990,000,000 
for  fiscal  year  1988,  $1,993,000,000  for  fiscal 
year  1989,  and  $1,996,000,000  for  fiscal  year 
1990.  Funds"; 

(2)  in  subsection  (a)(2)(B),  by  striking  out 
"and  $1,100,000,000  for  fiscal  year  1986"  and 
inserting  in  lieu  thereof  "$1,100,000,000  for 
fiscal  year  1986,  and  $1,000,000,000  for  each 
of  the  fiscal  years  1987  through  1990"; 

(3)  in  subsection  (a)(4),  by  striking  out  "In 
each  of  the  fiscal  years  1984,  1985,  and 
1986"  and  Inserting  in  lieu  thereof  "In  each 
of  the  fiscal  years  1984  through  1990"; 

(4)  in  subsection  (a)(5),  by  striking  out 
"1984,  1985,  and  1986"  and  inserting  in  lieu 
thereof  "1984  through  1990";  and 

(5)  In  the  first  sentence  of  subsection  (b), 
by  striking  out  "and"  before  "$90,000,000" 
and  by  Inserting  before  the  period  at  the 
end  the  following:  ",  such  stuns  as  may  be 
appropriated  for  fiscal  year  1987,  and 
$46,000,000  for  each  of  the  fiscal  years  1988 
through  1990". 

(b)  Section  4(g)  of  such  Act  Is  amended  by 
striking  out  "and"  before  "$400,000,000" 
and  by  Inserting  after  "September  30, 1986," 
the  following:  "such  sums  as  may  be  neces- 
sary for  fiscal  year  1987,  and  $200,000,000 


for  each  of  the  fiscal  years  1988  through 
1990,". 

NEWLY  tntBANIZED  AREAS 

Sec.  202.  The  last  sentence  of  section 
9(k)(2)  of  the  Urban  Mass  Transportation 
Act  of  1964  is  amended  by  inserting  "au- 
thorized" after  "its". 

LEASED  PROPERTY 

Sec.  203.  Section  9(j)  of  the  Urban  Mass 
Transportation  Act  of  1964  Is  amended  by 
inserting  after  the  first  sentence  the  follow- 
ing: "Grants  for  construction  projects  under 
this  section  shall  also  be  available  to  finance 
the  leasing  of  facilities  and  equipment  for 
use  in  mass  transportation  service,  subject 
to  regulations  limiting  such  grants  to  leas- 
ing arrangements  which  are  more  cost  effec- 
tive than  acquisition  or  construction.  The 
Secretary  shall  publish  regulations  under 
the  preceding  sentence  in  proposed  form  in 
the  Federal  Register  for  public  comment 
not  later  than  60  days  after  the  date  of  en- 
actment of  this  sentence,  and  shall  promul- 
gate such  regulations  In  final  form  not  later 
than  120  days  after  such  date  of  enact- 
ment.". 

definition  op  ASSOCIATED  CAPITAL  ITEM 

Sec.  204.  The  last  sentence  of  section  9(j) 
of  the  Urban  Mass  Transportation  Act  of 
1964  is  amended— 

(1)  by  striking  out  "and  materials"  and  in- 
serting in  lieu  thereof  ",  tires,  tubes,  materi- 
als, and  supplies";  and 

(2)  by  striking  out  "1  per  centum"  and  in- 
serting in  lieu  thereof  "one-half  of  1  per 
centum". 

OVERHAUL-RECONSTRUCTION 

Sec.  205.  (a)  Section  12(cKl)  of  the  Urban 
Mass  Transportation  Act  of  1964  is  amended 
by  inserting  "(A)"  after  "such  term  also 
means"  and  by  inserting  before  the  semi- 
colon at  the  end  thereof  the  following:  ", 
(B)  any  bus  remanufacturlng  project  which 
extends  the  economic  life  of  a  bus  eight 
years  or  more,  and  (C)  and  project  for  the 
overhaul  of  rolling  stock  (whether  or  not 
such  overhaul  increases  the  useful  life  of 
the  rolling  stock)". 

(b)  Section  9(j)  of  such  Act  is  amended— 

(1)  by  inserting  "(1)"  before  "Grants":  and 

(2)  by  adding  at  the  end  the  following  new 
paragraphs: 

"(2)  A  project  for  the  reconstruction 
(whether  by  employees  of  the  grant  recipi- 
ent or  by  contract),  of  any  equipment  and 
materials  each  of  which,  after  reconstruc- 
tion, will  have  a  fair  market  value  no  less 
than  one  half  of  1  percent  of  the  current 
fair  market  value  of  rolling  stock  compara- 
ble to  the  rolling  stock  for  which  the  equip- 
ment and  materials  are  to  be  used  shall  be 
considered  a  project  for  construction  of  an 
associated  capital  maintenance  item  under 

"(3)  Notwithstanding  any  other  provision 
of  this  section— 

"(A)  a  grant,  or  that  portion  of  a  grant, 
for  a  project  under  the  second  sentence  of 
paragraph  (1); 

"(B)  a  grant  covering  the  costs  of  associat- 
ed capital  maintenance  items  having  a  value 
of  less  than  1  per  centum  but  more  than  V4 
of  1  per  centum  of  current  fair  market  valiie 
of  rolling  stock  described  in  the  last  sen- 
tence of  paragraph  (1);  and 

"(C)  a  grant  under  paragraph  (2): 
shall  be  subject  to  the  Federal  grant  limita- 
tion contained  in  the  second  sentence  of 
subsection  (k)(l).". 

(c)  Section  3(a)(2)(A)(lll)  of  such  Act  is 
amended  by  inserting  before  the  period  the 
following:  ",  and  will  maintain  such  facili- 
ties and  equipment". 


PROJECT  MANAGEMENT  OVERSIGHT 

Sec.  206.  The  Urban  Mass  Transportation 
Act  of  1964  is  amended  by  inserting  at  the 
end  thereof  the  following  new  section: 

"PROJECT  MANAGEMENT  OVERSIGHT 

"Sec.  24.  (a)(1)  The  Secretary  may  use  as 
much  as  is  necessary  of  the  funds  made 
available  for  each  fiscal  year  by  sections 
21(a)(1),  21(a)(2)(B),  and  4(g)  of  this  Act, 
and  section  14(b)  of  the  National  Capital 
Transportation  Act  of  1969  to  contract  with 
any  person  for  the  performance  of  project 
management  oversight.  Any  contract  en- 
tered into  under  this  subsection  shall  pro- 
vide for  the  payment  by  the  Secretary  of 
100  percent  of  the  cost  of  carrying  out  the 
contract. 

"(2)  Each  recipient  of  assistance  under 
this  Act  or  section  14(b)  of  the  National 
Capital  Transportation  Act  of  1969  shall 
provide  the  Secretary  and  a  contractor 
chosen  by  the  Secretary  in  accordance  with 
paragraph  ( 1 )  such  access  to  its  construction 
sites  and  records  as  may  be  reasonably  re- 
quired. 

"(b)  As  a  condition  of  Federal  financial  as- 
sistance for  a  major  capital  project  under 
this  Act  or  the  National  Capital  Transporta- 
tion Act  of  1969,  the  Secretary  shall  require 
the  recipient  to  prepare  and,  after  approval 
by  the  Secretary,  implement  a  project  man- 
agement plan  which  meets  the  requirements 
of  subsection  (c). 

"(c)  A  project  management  plan  may.  as 
required  in  each  case  by  the  Secretary,  pro- 
vide for— 

"(1)  adequate  recipient  staff  organization 
complete  with  well-defined  reporting  rela- 
tionships, statements  of  functional  rest>onsi- 
bilities,  job  descriptions,  and  job  qualifica- 
tions: 

"(2)  a  budget  covering  the  project  man- 
agement organization,  appropriate  consult- 
ants, property  acquisition,  utility  relocation, 
systems  demonstration  staff,  audits,  and 
such  miscellaneous  payments  as  the  recipi- 
ent may  be  prepared  to  justify; 
"(3)  a  construciton  schedule: 
"(4)  a  document  control  procedure  and 
recordkeeping  system; 

"(5)  a  change  order  procedure  which  in- 
cludes a  documented,  systematic  approach 
to  the  handling  of  construction  change 
orders; 

"(6)  organizational  structures,  manage- 
ment skills,  and  staffing  levels  required 
throughout  the  construction  phase: 

"(7)  quality  control  and  quality  assurance 
functions,  procedures,  and  responsibilities 
for  construction  and  for  system  installation 
and  integration  of  system  components; 

"(8)  materials  testing  policies  and  proce- 
dures; 

"(9)  internal  plan  implementation  and  re- 
porting requirements: 

"(10)  criteria  and  procedures  to  be  used 
for  testing  the  operational  system  or  its 
major  components;  or 

"(11)  periodic  updates  of  the  plan,  espe- 
cially with  respect  to  such  itemis  as  project 
budget  and  project  schedule,  financing,  rid- 
ershlp  estimates,  and  where  applicable,  the 
status  of  local  efforts  to  enhance  ridershlp 
In  cases  where  ridershlp  estimates  are  con- 
tingent. In  part,  upon  the  siiccess  of  such  ef- 
forts; and 

"(12)  the  recipient's  conunitment  to  make 
monthly  submissions  of  project  budget  and 
project  schedule  to  the  Secretary. 

"(d)  The  Secretary  shall  promulgate  such 
regulations  as  may  be  necessary  to  imple- 
ment the  provisions  of  this  section.  Such 
regulations  shall  be  published  in  proposed 
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form  for  comment  in  the  Federal  Register 
and  shall  be  submitted  for  review  to  the 
Committee  on  Public  Works  and  Transpor- 
tation of  the  House  of  Representatives  and 
the  Committee  on  Banking.  Housing,  and 
Urban  Affairs  of  the  Senate  not  later  than 
60  days  after  the  date  of  enactment  of  this 
section,  and  shall  be  promulgated  in  final 
form  not  later  than  120  days  after  the  date 
of  enactment  of  this  section.  Such  regula- 
tions shall,  at  a  minimum,  include  the  fol- 
lowing: 

"(1)  A  definition  of  the  term  'major  cap- 
ital project'  for  the  purpose  of  subsection 
(b).  Such  definition  shall  exclude  projects 
for  the  acquisition  of  vehicles  or  other  roll- 
ing stock,  or  for  the  performance  of  vehicle 
maintenance  or  rehabilitation. 

"(2)  A  requirement  that,  in  order  to  maxi- 
mize the  transportation  benefits  and  cost 
savings  associated  with  project  management 
oversight,  such  oversight  shall  begin  during 
the  preliminary  engineering  stage  of  a 
project.  The  requirement  of  this  paragraph 
shall  not  apply  if  the  Secretary  finds  that  it 
Is  more  appropriate  to  initiate  such  over- 
sight during  another  stage  of  the  project. 

"(e)  The  Secretary  shall  approve  a  plan 
submitted  pursuant  to  subsection  (b)  within 
60  days  following  its  submittal.  In  the  event 
that  approval  cannot  be  completed  within 
60  days,  the  Secretary  shall  inform  the  re- 
cipient of  the  reasons  therefor  and  as  to 
how  much  more  time  is  needed  for  review  to 
be  completed.  If  a  plan  is  disapproved,  the 
Secretary  shall  inform  the  recipient  of  the 
reasons  therefor.". 

Mr.  HECHT.  Mr.  President,  I  offer 
this  amendment  in  behalf  of  myself 
and  the  chairman  of  the  Banking 
Committee,  Senator  Garn,  Senators 
Heinz.  Mattingly,  Gorton,  Dixon, 
DoDD,  RiEGLE,  Cranston,  and  Sasser, 
which  reauthorizes  the  programs 
tmder  the  Urban  Mass  Transportation 
Act  of  1964  through  September  30, 
1990,  and  provides  for  minor  modifica- 
tion of  programs  to  help  them  operate 
more  efficiently. 

While  this  amendment  does  not  rep- 
resent the  wishes  of  many  on  the  com- 
mittee, it  does  represent  the  views  of  a 
majority  of  the  committee  to  reaffirm 
congressional  commitment  to  the  mass 
transit  needs  of  our  Nation,  and  re- 
mains consistent  with  our  objectives  of 
budget  responsibility. 

Mr.  LAUTENBERG.  Mr.  President. 
I  rise  to  engage  the  Senator  from 
Nevada  [Mr.  Hecht]  who  is  offering 
this  mass  transit  title,  in  a  colloquy. 

In  1982,  New  Jersey's  statewide  tran- 
sit agency.  New  Jersey  Transit,  sus- 
pended service  on  a  rail  line  from  Lin- 
denwold  to  Atlantic  City,  NJ.  The 
route  miles  represented  by  that  line 
are  no  longer  figured  in  the  calcula- 
tion of  New  Jersey's  formula  alloca- 
tions out  of  the  section  9  formula  pro- 
gram. 

Work  has  begun  to  reinstitute  serv- 
ice on  that  line.  Amtrak  is  revitalizing 
the  line  as  part  of  a  federally  funded 
project,  the  Atlantic  City  rail  line 
project.  New  Jersey  Transit  will  be 
reinstituting  commuter  service  on  the 
line  as  well.  In  fact.  New  Jersey  Tran- 
sit was  required  to  reinstitute  such 
service  as  a  precondition  to  the  ap- 


proval of  the  Atlantic  City  rail  line 
project. 

Given  these  circumstances,  it  is  my 
view  that  once  service  is  reinstituted. 
the  route  miles  from  Lindenwold  to 
Atlantic  City  should  be  counted  as 
part  of  the  New  Jersey  Transit  Com- 
muter System.  Language  to  this  affect 
is  included  in  the  report  filed  by  the 
House.  Could  the  Senator  from 
Nevada  indicate  to  me  how  the  Com- 
mittee on  Banking,  Housing,  and 
Urban  Affairs,  with  jurisdiction  over 
mass  transit,  might  view  this  issue. 

Mr.  HECHT.  I  would  say  to  the  Sen- 
ator from  New  Jersey  that  this  matter 
is  not  addressed  by  the  amendment  I 
am  offering  on  behalf  of  the  commit- 
tee. The  Senator  makes  a  good  case 
for  the  inclusion  of  these  route  miles 
as  part  of  the  section  9  program. 

We  will  be  going  to  conference  with 
the  House  on  this  bill  and  can  exam- 
ine this  issue  closely  in  the  context  of 
that  conference.  I  appreciate  the  Sen- 
ator bringing  this  matter  to  the  com- 
mittee's attention. 

Mr.  LAUTENBERG.  I  appreciate 
the  Senator's  assurance  that  this  issue 
will  be  resolved  in  conference  and  I 
look  forward  to  working  with  him 
toward  that  end. 

Mr.  GORTON.  Mr.  President,  the 
amendment  now  before  the  Senate 
will  extend  authorizations  for  public 
transit  programs  for  the  next  4  years. 
The  Mass  Transit  Program  is  of  enor- 
mous benefit  and  importance  to  our 
country,  and  I  urge  my  colleagues  to 
support  this  amendment. 

The  Senate  bill  preserves  existing 
law  on  the  Buy  America  provisions  ap- 
plicable to  the  transit  program.  The 
House,  however,  has  passed  a  transit 
reauthorization  bill  changing  this  pro- 
vision. 

Under  current  law.  transit  rollmg 
stock  purchased  with  Federal  fimds  is 
subject  to  a  50  percent  American  con- 
tent requirement.  The  requirement  is 
waived  if  a  bidder  out  of  compliance 
with  the  standard  comes  in  with  a 
price  more  than  10  percent  below  the 
price  of  bids  that  do  comply.  The  50 
percent  standard  also  can  be  waived  if 
the  Secretary  of  Transportation  finds 
that  equipment  produced  by  manufac- 
turers in  compliance  with  the  standard 
is  not  available. 

In  H.R.  3129.  the  House  proposes  to 
change  the  American  content  standard 
to  85  percent  and  the  cost  differential 
to  25  percent.  Instead  of  protecting 
and  creating  American  jobs,  the  House 
provision  hurts  American  workers  and 
places  a  costly  burden  on  Federal  and 
local  governments  and  transit  authori- 
ties. 

A  good  example  is  the  effect  the 
House's  provision  would  have  on  Seat- 
tle, WA.  The  Municipality  of  Metro- 
politan Seattle,  better  known  as 
METRO,  is  preparing  to  purchase  236 
buses  of  an  innovative  dual-mode 
design  to  run  in  a  new  downtown  bus 


tunnel.  METRO  has  received  two  re- 
sponsive bids  to  construct  the  buses. 
One  bidder.  MAN.  already  has  a  U.S. 
plant  in  Cleveland.  NC.  The  other, 
Breda,  is  considering  opening  a  plauit 
in  the  Seattle  area  if  it  wins  the  con- 
tract. In  either  case,  American  workers 
would  benefit.  Under  the  House  bill, 
however,  neither  bidder  would  qualify. 
METRO  would  be  unable  to  use  tran- 
sit funds  for  the  purchase  of  these 
buses,  and  potential  American  jobs 
would  be  lost.  An  important  transit 
project  would  be  hurt  while  the  bene- 
fits sought  by  the  Buy  America  provi- 
sions for  American  workers  would  not 
be  obtained. 

I  would  like  to  ask  the  floor  manager 
of  this  amendment.  Mr.  Hecht.  to 
keep  these  concerns  in  mind  when  this 
bill  goes  to  conference. 

Mr.  HECHT.  I  thank  the  distin- 
guished Senator  from  Washington  for 
bringing  this  issue  to  the  Senate's  at- 
tention. I  appreciate  the  need  for  mass 
transit  grantees  to  have  the  flexibility 
to  utilize  the  best  options  available  in 
completing  transit  projects.  I  assure 
the  Senator  that  I  will  do  what  I  can 
to  preserve  this  flexibility  in  confer- 
ence. I  imderstand  the  House  bill  ret- 
roactively applies  its  new  restrictions 
to  contracts  entered  into  after  July  1. 
1986,  and  applies  to  manufacturing 
plants  already  built  in  the  United 
States.  I  further  understand  METRO 
has  not  yet  awarded  its  bus  contract, 
and  one  bidder  does  not  currently 
have  a  manufacturing  plant  in  the 
United  States.  I  imderstand  these  spe- 
cial problems  in  this  situation. 

Again.  I  thank  the  Senator  for  rais- 
ing these  concerns.  I  will  keep  your 
views  in  mind  when  this  bill  goes  to 
conference,  and  do  the  best  I  can  to 
address  your  concerns. 

Mr.  GORTON.  Mr.  President,  I 
thank  the  Senator  for  his  remarks, 
and  appreciate  his  attention  to  this 
important  issue. 

REAUTHORIZING  rEDEItAL  TRANSIT  ASSISTANCE 

Mr.  DIXON.  Mr.  President.  I  am 
pleased  to  join  my  distinguished  col- 
league, the  gentleman  from  Nevada 
[Mr.  Hecht],  in  bringing  this  amend- 
ment before  the  Senate.  While  the 
shortness  of  time  did  not  permit  a 
formal  markup  of  the  amendment  in 
the  Banking  Committee,  it  does  repre- 
sent a  consensus  of  the  committee.  It 
is  cosponsored  by  10  Banking  Commit- 
tee members,  including  the  distin- 
guished chairman  of  the  conunittee. 
the  gentleman  from  Utah  [Mr.  Garn], 
and  almost  all  of  the  committee's 
Democratic  members. 

This  a  very  simple  amendment.  It 
makes  no  changes  in  the  basic  struc- 
ture of  the  Federal  Transit  Program. 
It  simply  reauthorizes  Federal  transit 
assistance  for  the  next  4  years— as 
does  the  highway  bill  now  before  us. 

Importantly,  it  is  a  hold-the-line 
amendment.  It  reauthorizes  the  Tran- 
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sit  Program  at  the  levels  assumed  in 
the  fiscal  year  1987  budget  resolution 
and  the  next  3  years.  As  my  colleagues 
know,  the  budget  resolution  basically 
assumed  a  freeze  in  transit  spending 
over  the  next  4  years.  In  fact,  it  as- 
sumes funding  levels  slightly  below 
the  freeze  level.  This  amendment  is 
fully  in  accordance  with  those  assump- 
tions. It  permits  no  growth  in  transit 
spending. 

Under  this  amendment,  therefore, 
transit  will  continue  to  be  doing  its 
part  to  help  us  meet  Gramm-Rudman- 
Hollings  deficit  reduction  targets.  Thlr 
is  true  for  two  major  reasons: 

First,  transit  spending  has  declined 
by  more  than  $1.2  billion  per  year 
since  fiscal  1981.  in  spite  of  the  fact 
that,  in  1982,  Congress  allocated  one 
penny  of  the  increase  in  gas  taxes  to 
transit  to  increase  transit  spending. 

Second,  the  mass  transit  accoimt 
could  currently  support  capital  spend- 
ing levels  of  $1.5  billion  to  $1.7  billion 
per  year,  instead  of  the  less  than  $1 
billion  now  being  made  available  in 
the  latest  Senate-passed  DOT  appro- 
priations bill.  The  surplus  the  mass 
transit  account  is  now  generating, 
therefore,  between  $500  million  and 
$700  million  per  year,  are  essentially 
being  used  to  reduce  the  deficit  in- 
stead of  being  used  to  meet  transit 
spending  needs. 

It's  important  to  remember,  Mr. 
President,  that  while  Federal  support 
for  transit  has  declined,  the  need  for 
transit  assistance  has  not  declined. 
Given  the  broad  cuts  in  a  variety  of 
Federal  programs,  including  revenue 
sharing,  cities  and  towns  around  the 
Nation  are  having  increasing  difficulty 
in  finding  the  money  to  buy  new  buses 
or  rail  cars,  to  repair  old  ones,  or  the 
rehabilitate  and  maintain  subways  or 
commuter  rail  systems.  Communities 
have  been  forced  to  increase  fares,  to 
reduce  service,  and  to  defer  mainte- 
nance in  an  attempt  to  continue  to 
meet  their  citizens'  need  for  public 
transportation. 

It  is  also  important  to  remember 
that  cities  and  towns  rely  on  a  combi- 
nation of  transit  and  highway  spend- 
ing to  meet  their  overall  transporta- 
tion needs.  Most  cities  do  not  get  suffi- 
cient Federal  highway  assistance  to 
meet  these  needs,  or  even  to  provide 
them  with  some  equity  for  the  taxes 
they  send  to  Washington  to  finance 
the  highway  program.  In  many  major 
cities,  even  imlimited  highway  funding 
would  not  help.  More  roads  would 
simply  mean  more  traffic  congestion. 
It  is  only  the  combination  of  transit 
spending  and  highway  spending  that 
enables  them  to  maintain  a  transpor- 
tation system  that  works. 

The  amendment  now  before  us  does 
not  begin  to  meet  the  real  need  for 
transit  spending.  A  strong  case  can  be 
made  for  significantly  higher  spending 
levels,    particularly    since    the    mass 


transit  account  would  support  higher 
spending. 

It  is  far  from  perfect  in  other  ways 
as  well.  In  my  view,  for  example,  we 
should  be  allocating  a  substantial  por- 
tion of  the  mass  transit  account 
funds— the  gas  tax  money— under  the 
formula  grant  program,  rather  than 
leaving  the  allocation  of  these  funds 
to  the  discretion  of  the  Secretary  of 
Transportation. 

However.  Mr.  President,  I  am  a  polit- 
ical realist.  I  know  that  our  current 
budget  situation  simply  does  not 
permit  funding  increases.  I  also  know 
that  we  are  aobut  out  of  time  in  this 
Congress,  so  that  there  is  no  longer 
time  to  propose  significant  changes  in 
the  transit  program,  if  we  hope  to  con- 
clude action  on  reauthorization  legis- 
lation before  we  leave  town. 

I  strongly  urge  my  colleagues,  there- 
fore, to  join  me  in  supporting  this  lim- 
ited, but  vitally  important,  amend- 
ment. It  will  not  end  the  malnutrition 
that  plagues  the  Federal  transit  pro- 
gram, but  it  will  enable  transit  systems 
around  the  country  to  continue  to  sur- 
vive, to  continue  to  serve  those  who 
don't  have  automobiles,  or  who  need 
transit  to  get  to  their  Jobs,  or  to 
school,  or  to  the  hospital.  The  amend- 
ment is  nothing  more  than  a  simple 
extension  of  the  Federal  commitment 
to  mass  transit  for  4  years.  It  is  fiscal- 
ly responsible,  and  we  must  act  on  it.  I 
urge  the  Senate  to  adopt  the  amend- 
ment. 

Mr.  RIEGLE.  Mr.  President,  I  am 
pleased  to  Join  as  a  cosponsor  of  this 
amendment  to  extend  the  authoriza- 
tion of  the  Urban  Mass  Transporta- 
tion Act. 

Mass  transit  is  a  key  element  in  our 
national  transportation  system.  It  not 
only  delivers  a  necessary  public  serv- 
ice, it  provides  an  indispensable  part 
of  the  Nation's  economic  infrastruc- 
ture. Public  transit  in  recent  years  has 
become  important  not  only  in  our 
large  cities,  but  also  in  many  of  our 
smaller  cities,  towns,  and  rural  com- 
munities in  all  parts  of  the  country. 

Over  the  past  21  years.  Federal  mass 
transit  policy  has  drawn  local  commu- 
nities. States,  the  Federal  Govern- 
ment, and  private  industry  into  strong 
partnerships  to  enhance  the  mobility 
of  Americans  and  to  develop  regional 
economies.  That  partnership  has  done 
much  to  turn  around  a  costly  decline 
of  American  mass  transit  that  oc- 
curred in  the  1950's  and  1960's. 

Most  of  us  can  remember  the  de- 
structive spiral  of  fare  increases,  serv- 
ice cutbacks,  ridership  declines,  and 
rising  deficits  that  damaged  public 
transit  systems  and  led  to  the  demise 
of  private  transit  operations  not  too 
many  years  ago.  That  was  a  costly 
error  that  must  not  be  allowed  to 
recur. 

Federal  support  for  mass  transit  in 
recent  years  has  been  a  sound  invest- 
ment in  a  valuable  national  asset. 


Under  the  current  budget  crisis,  it  is 
particularly  important  that  the  Senate 
continue  to  ti^e  the  long  view  and 
maintain  a  level  of  support  for  mass 
transit  that  is  necessary  for  the  public 
transit  system  to  strengthen  the  na- 
tional economy. 

This  amendment  would  extend  au- 
thorization for  Federal  mass  transit 
assistance,  which  is  due  to  expire  at 
the  end  of  this  month.  Just  about  1 
week  from  now. 

The  amendment  would  not  make  all 
of  the  strengthening  changes  in  the 
UMTA  Program  that  I  and  other  sup- 
porters of  mass  transit  would  prefer  to 
see  enacted.  But  this  sunendment  is 
important  because  it  will  help  prevent 
costly  disruptions  and  confusion  for 
mass  transit  systems  in  every  region  of 
the  country. 

This  is  a  modest  amendment  that  is 
fiscally  very  responsible.  It  provides 
funding  at  "such  sums  as  are  neces- 
sary" for  the  coming  fiscal  year— an 
approach  that  is  intended  to  accom- 
modate the  fimding  levels  contemplat- 
ed in  the  Department  of  Transporta- 
tion appropriations  bill  that  passed 
the  Senate  on  September  17.  For  the 
subsequent  3  years,  the  amendment 
would  authorize  fimding  levels  that 
are  fully  consistent  with  the  budget 
resolution. 

The  amendment  would  make  several 
refinements  to  existing  law  that  will 
make  the  Urban  Mass  Transportation 
programs  more  flexible  and  efficient. 
It  would  permit  local  transit  authori- 
ties to  use  construction  grants  for  leas- 
ing facilities  and  equipment  where 
leasing  is  the  most  cost-effective  ap- 
proach. 

The  amendment  would  expand  the 
definition  of  items  that  can  be  fi- 
nanced with  capital  grants.  And  it 
would  authorize  the  Department  of 
Transportation  to  oversee  the  con- 
struction of  large  projects  and  help 
make  sure  that  they  are  well-planned, 
well-managed,  and  soundly  construct- 
ed. 

I  urge  my  colleagues  to  join  me  In 
support  of  this  amendment. 

Mr.  SASSER.  Mr.  President.  I  would 
like  to  take  this  opportunity  to  discuss 
briefly  the  urban  mass  transit  reau- 
thorization amendment  l>eing  offered 
here  today. 

This  amendment  is  a  consensus 
measure.  It  is  within  the  budget  guide- 
lines of  the  Budget  Committee,  and 
within  the  funding  levels  adopted  by 
the  Appropriations  Committee.  It  has 
the  support  of  the  American  Public 
Transit  Association,  the  parent  asso- 
ciation of  many  of  our  local  transit 
systems.  And  it  has  the  support  of  the 
majority  of  the  members  of  the  Bank- 
ing Committee.  This  support  was  not 
given  lightly— at  least  by  this  Sena- 
tor—but given  knowing  that,  without 
this  support,  passage  of  this  essential 
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reauthorizing  legislation  this  legisla- 
tive session  would  be  Jeopardized. 

Certainly  the  urban  mass  transit  re- 
authorization amendment  before  us 
today  is  not  perfect.  In  particular,  I 
am  disappointed  that  we  were  not  able 
to  restore  the  3-for-2  capital-for-oper- 
ating  trade-in  option  that  expired  at 
the  end  of  fiscal  year  1984.  This  option 
allowed  transit  systems  to  supplement 
Federal  operating  assistance,  which 
has  been  steadily  shrinking  due  to  the 
operating  fund  "CAP".  This  option  is 
of  extreme  importance  to  small  and 
mid-sized  systems.  It  could  well  save 
the  service  of  some  smaller  transit  sys- 
tems in  the  near  future,  particularly 
given  current  budget  restraints.  Fortu- 
nately, the  House  bill  reinstates  this 
option,  and  I  hope  my  colleagues  will 
agree  with  me  on  the  need  to  accept 
this  House  provision  in  conference. 

While  the  amendment  before  us 
today  offers  some  small  concessions  in 
the  use  of  formula  funds  for  operating 
purposes,  it  is  unlikely  to  be  enough. 
Operating  assistance  is  the  lifeblood  of 
small  and  mid-sized  public  transit  sys- 
tems. For  those  transit  authorities 
that  rely  primarily  on  busses,  which 
includes  aU  of  the  Tennessee  transit 
systems,  it  is  operating— not  capital- 
funding  imder  the  section  9  program 
that  is  essential  to  their  economic  vi- 
taUty. 

Mass  transit  has  done  its  share 
toward  budget  reduction.  Since  1981, 
Federal  transit  aid  has  been  cut  24 
percent,  or  more  than  $1  billion.  Tran- 
sit authorities  have  been  forced  to 
impose  budget  reducing  measiu-es.  For 
instance,  since  1983,  Knoxville's  Tran- 
sit System  has  been  forced  to  reduce 
service  miles  by  31  percent  and  to  raise 
fares  by  25  percent.  All  of  Knoxville's 
transit  employees  have  faced  wage  and 
benefit  reductions  this  year,  equalling 
an  8-percent  reduction  in  labor  costs. 
Total  budgeted  expenses  of  Ktrans  are 
down  $563,848  from  last  year.  Indeed, 
passengers  and  employees  alike  of  the 
Knoxville  Transit  System  have  tight- 
ened their  belts  to  the  last  hole  in 
order  to  keep  the  system  a  viable  one. 

Mr.  President,  we  need  continued 
Federal  assistance  for  mass  transit  sys- 
tems. We  need  to  enable  municipalities 
to  continue  to  furnish  services  to 
those  dependent  on  mass  transit— 
those  persons  least  able  to  afford  pri- 
vate transportation,  and  the  elderly, 
and  the  handicapped.  And  we  need  op- 
erating assistance,  to  allow  our  smaller 
transit  systems  to  continue  present 
levels  of  vital  transit  service. 

While  this  amendment  provides  less 
assistance  than  is  truly  needed  by 
small  and  mid-sized  transit  systems, 
there  will  be  an  opportiuiity  in  confer- 
ence to  make  improvements  to  the  leg- 
islation. The  Banking  Conunittee  has 
put  together  a  consensus  pacloige  that 
can  pass  this  Chamber,  and  I  believe 
we  owe  it  to  our  transit  systems— and 
our    transit    passengers    across    this 


country— to  do  that.  I  urge  my  col- 
leagues to  support  this  amendment. 

Mr.  PROXMIRE.  Mr.  President, 
while  I  do  not  want  to  delay  passage  of 
important  legislation,  I  do  want  my 
coUeagues  to  luiow  that  I  still  be- 
lieve—strongly believe— that  it  is  a 
mistake  to  continue  to  subsidize  tran- 
sit operating  costs.  Subsidizing  local 
operations  has  not,  and  wiU  not,  im- 
prove the  transit  industry.  Subsidizing 
local  operations  has,  and  will  continue 
to  add  to  the  Federal  debt.  We're 
struggling  hard  to  meet  the  Gramm- 
Rudman  target  this  year,  and  we're 
being  warned  that  this  year  is  going  to 
seem  like  a  cakewalk  compared  to 
what  we  face  next  year. 

Mr.  President,  operating  subsidies 
have  addicted  local  transit  operators. 
It's  time  we  cure  that  addiction  and 
help  local  transit  roll  on  its  own 
wheels.  Congress  ought  to  phase  out 
Federal  assistance  for  operating  ex- 
penditures over  the  next  4  years,  in- 
stead of  continuing  them.  At  a  time 
when  the  costs  of  operating  the  Feder- 
al Government  exceed  the  revenues  it 
has  available,  it  makes  no  sense  to  con- 
tinue subsidizing  the  costs  of  local 
transit  operations,  when  they  exceed 
their  revenues.  Federal  subsidies  for 
transit  operating  costs  simply  do  not 
make  sense  at  this  time.  In  fact,  they 
don't  make  sense  any  time. 

It  did  make  sense  for  the  Federal 
Government  to  support  the  develop- 
ment of  transit  systems.  It  has  made 
sense  for  the  Federal  Government  to 
aid  local  commimities  because  of  the 
amount  of  capital  investment  that  is 
needed  for  transit  development.  But, 
it's  one  thing  to  get  community  transit 
started,  and  another  to  keep  it  going. 
No  one  ever  promised  that  the  Federal 
Government  would  pay  all  the  bills. 
The  Federal  transit  program  was  not 
enacted  as  a  handout.  It  envisioned 
Federal  help  in  starting  up  local  sys- 
tems. But  it  also  envisioned  a  local  re- 
sponsibility for  keeping  it  going. 

The  payment  of  operating  costs  was 
assumed  to  be  a  local  responsibility 
until  1974.  The  energy  crisis  brought 
the  call  for  Federal  operating  assist- 
ance to  keep  transit  fares  low  so  that 
ridership  would  be  encouraged.  Oper- 
ating subsidies  were  to  be  an  emergen- 
cy transfusion,  and  not  a  permanent 
fix.  It  was  generally  acluiowledged 
that  transit  was  "sick,"  inefficient,  and 
providing  poor  service.  Congress  was 
told  that  operating  subsidies  would 
sustain  the  patient  until  surgery  was 
performed.  Well,  a  dozen  years  have 
passed,  and  there  is  little  evidence 
that  a  sick  transit  industry  has  been 
rejuvenated.  What  has  happened  is 
that  operating  subsidies  have  become 
a  way  of  life  for  the  industry.  There  is 
no  talk  of  ending  Federal  operating 
subsidies,  only  talk  of  how  to  increase 
them. 

The  industry,  after  some  $10  billion 
in   Federal   aid,   does  not  show  the 


major  productivity  increase  needed  to 
turn  the  industry  around.  While  statis- 
tics can  be  selected  to  support  most 
any  agrument,  they  haven't  recorded  a 
convincing  argiunent  for  continuing 
Federal  subsidies  for  operations.  De- 
partment of  Transportation  studies 
have  convinced  the  administration 
that  today's  transit  problems  are,  at 
least  in  part,  the  result  of  too  much 
Federal  subsidy,  rather  than  too  little. 
The  administration  proposed  this  year 
to  kick  the  habit  of  paying  for  local 
transit  fares.  I  say  it's  time  for  Con- 
gress to  support  the  administration. 

Recent  studies  show  that  less  than 
one  dollar  out  of  four  paid  out  in  Fed- 
eral subsidies  directly  benefit  transit 
riders.  DOT  studies  indicate  that  three 
out  of  every  four  dollars  in  Federal  aid 
have  gone  for  services  that  weren't 
needed,  for  wages  that  rose  faster 
than  the  cost  of  living,  for  fares  that 
were  lower  than  the  fares  were  before 
Federal  aid  was  enacted,  and  produc- 
tivity that  declined.  With  such  find- 
ings, who  needs  to  waste  more  Federal 
taxpayer  dollars? 

It  is  held  that  transit  subsidies  are 
needed  to  help  the  poor  and  elderly. 
But  DOT  studies  show  that  the  great 
majority  of  those  receiving  transit  sub- 
sidies are  not  poor,  and  that  transit 
subsidies  don't  address  the  transporta- 
tion problems  of  the  poor  very  well. 
The  conclusion  drawn  is  that  Federal 
operating  subsidies  are  expensive  and 
irrational. 

Finally,  let  me  say  what  I'm  sure 
almost  all  of  us  have  heard  at  one  time 
or  another  from  our  constituents. 
"Why  should  I  pay  the  subway  or  bus 
fare  for  someone  who  lives  clear  across 
the  country?"  I  say  there's  no  good 
answer.  We  ought  to  stop  subsidizing 
the  costs  of  local  transit  operations. 

Mr.  HECHT.  Mr.  President,  I  under- 
stand that  the  amendment  is  accepta- 
ble to  the  managers  of  the  bill  on  both 
sides  of  the  aisle.  I  urge  its  adoption. 

Mr.  SYMMS.  Mr.  President,  the 
amendment  the  distinguished  Senator 
from  Nevada  offers  is  acceptable  to 
the  managers  of  the  bill.  I  have  dis- 
cussed this  with  Senator  Buroick.  He 
is  in  support  of  it.  It  is  acceptable  to 
the  majority  and  the  minority.  We 
accept  the  amendment. 

The  PRESIDING  OFFICER.  Is 
there  further  debate?  If  not,  the  ques- 
tion is  on  agreeing  to  the  amendment. 

The  amendment  (No.  2872)  was 
agreed  to. 

Mr.  SYMMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  HECHT.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

AMENDMENT  NO.  2873 

Mr.  TRIBLE.  Mr.  President,  I  send 
an  amendment  to  the  desk  and  ask  for 
its  immediate  consideration. 


At  the  en( 
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The   PRESIDING    OFFICER.    The 

amendment  will  be  stated. 
The  legislative  clerk  read  as  follows: 
The  Senator  from  Virginia  [Mr.  Tribue] 

proposes  an  amendment  numbered  2872. 

Mr.  TRIBLE.  I  ask  unanimous  con- 
sent that  further  reading  of  the 
amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

At  the  end  of  the  bill,  insert  the  following: 

Sec     .  CUMBERLAND  GAP  NATIONAL  HISTORICAL 
PARK.  VIRGINIA 

(a)  Section  160(a)  of  the  Federal-Aid 
Highway  Act  of  1973  (87  Stat.  278)  is 
amended  by  adding  the  following  new  sen- 
tences at  the  end  thereof:  "After  completion 
of  the  reconstruction  and  relocation  of 
Route  25E  through  the  Cumberland  Gap 
National  Historical  Park  (including  con- 
struction of  a  timnel  and  the  approaches 
thereto),  funds  available  for  parkways  in 
subsection  (a)  of  section  101,  title  23,  United 
States  Code,  shall  be  available  to  finance 
the  cost  of  upgrading  from  2  lanes  to  4  lanes 
a  highway  providing  access  from  such  route 
through  that  portion  of  the  Cumberland 
Gap  National  Historical  Park  which  lies 
within  the  State  of  Virginia.  The  project,  in- 
cluding any  environmental  impact  state- 
ments, referred  to  In  the  preceding  sentence 
shall  not  delay  or  affect  in  any  way  the  re- 
construction and  relocation  of  Route  25E 
(including  construction  of  a  tuimel  and  ap- 
proaches thereto)." 

(b)  Subsection  (b)  of  section  160  of  such 
Act  is  amended  by  inserting  after  "rights-of- 
way"  the  following:  "including  approaches 
in  the  State  of  Virginia". 

Redesignate  succeeding  sections  of  Title  I 
accordingly  and  conform  the  table  of  con- 
tents accordingly. 

Mr.  TRIBLE.  Mr.  President,  this 
amendment  to  S.  2405  authorizes  the 
widening  of  U.S.  Route  58  in  the  Vir- 
ginia section  of  the  Cumberland  Gap 
National  Park  from  2  to  4  lanes. 

The  Federal  Highay  Act  of  1973  au- 
thorizes the  reconstruction  of  U.S. 
Routes  25  and  58  inside  the  Cumber- 
land Gap  National  Park  in  the  States 
of  Virginia,  Kentucky  and  Tennessee. 
That  project  includes  the  abandon- 
ment of  U.S.  Route  25  inside  Virginia 
and  the  construction  of  the  Cimiber- 
land  Gap  Tunnel  linking  Tennessee 
and  Kentucky.  Only  a  2-lane  road  is 
now  envisioned  from  this  new  roadway 
through  the  National  Park  in  Virginia. 

This  2-lane  road  will  not  be  adequate 
to  handle  the  expected  traffic  once 
the  tunnel  is  completed.  The  expan- 
sion of  Route  58  from  2  to  4  lanes  is 
essential  to  meet  the  demands  of  trav- 
elers and  commerce. 

This  amendment  extends  the  exist- 
ing authorization  for  the  tuimel 
project  to  include  a  4-lane  route  58  for 
a  distance  of  approximately  2.2  mile's 
from  the  relocated  tunnel  road 
through  the  Cumberland  Gap  Park  in 
Virginia.  This  project  has  already  been 
approved  in  the  House  of  Representa- 
tives with  the  support  of  the  Repre- 
sentatives from  Virginia,  Tennessee, 
and  Kentucky. 


The  language  of  the  amendment 
provides  that  this  project  will  not 
begin  until  after  the  tunnel  and  ap- 
proach roads  have  been  constructed.  It 
will  not  adversely  affect  the  timely 
completion  of  the  tunnel. 

Mr.  President,  this  amendment  has 
been  reviewed  by  the  chairman  of  the 
Committee  on  Environment  and 
Public  Works,  the  chairman  and  rank- 
ing member  of  the  Subcommittee  on 
Transportation  and  that  they  are  will- 
ing to  accept  this  amendment. 

Mr.  McCONNELL.  Mr.  President, 
will  the  Senator  from  Virginia  yield? 

Mr.  TRIBLE.  I  am  pleased  to  yield 
to  the  distinguished  Senator  from 
Kentucky. 

Mr.  McCONNELL.  Can  the  Senator 
assure  me  that  this  amendment  will 
not  delay  the  timely  completion  of  the 
txmnel  project  or  compete  with  the 
tunnel  for  funds? 

Mr.  TRIBLE.  Yes,  I  can.  The  lan- 
guage of  this  amendment  allows  the 
widening  of  U.S.  Route  58  only  after 
the  tunnel  project  is  finished.  The 
tunnel  and  the  approach  roads  will  be 
constructed  first  and  then  parkway 
funds  can  be  made  available  for  the 
road  widening. 

Mr.  McCONNELL.  If  an  additional 
environmental  impact  statement  is  re- 
quired for  the  project  in  the  Senator's 
amendment,  it  will  not  be  interpreted 
to  require  any  additional  environmen- 
tal impact  statements  for  the  tunnel 
project  now  imder  construction? 

Mr.  TRIBLE.  That  is  correct.  Any 
environmental  impact  statement  re- 
quired by  my  amendment  will  be  sepa- 
rate and  apart  from  any  EIS  that  has 
already  been  performed  for  the  tunnel 
project  now  under  construction.  The 
conducting  of  an  environmental 
impact  statement  for  the  project  envi- 
sioned in'my  amendment  cannot  be 
considered  a  reason  for  further  delay 
in  the  building  of  the  tunnel. 

Mr.  McCONNELL.  With  that  under- 
standing, I  am  pleased  to  support  the 
amendment  of  the  Senator  from  Vir- 
ginia. 

Mr.  TRIBLE.  I  thank  the  distin- 
guished Senator  from  Kentucky  for 
his  support  and  assistance  on  a  project 
that  is  very  important  for  our  States 
of  Kentucky  and  Virginia  as  well  as 
the  State  of  Tennessee. 

Mr.  President,  this  amendment  has 
been  reviewed  by  the  chairman  and 
the  ranking  member.  I  am  told  this 
amendment  has  been  found  accepta- 
ble. 

Mr.  SYMMS.  Mr.  President,  we  have 
reviewed  the  amendment  of  the  distin- 
guished Senator  from  Vh-ginia.  Both 
Senator  Burdick  and  mj^elf,  for  the 
majority  and  the  minority,  accept  the 
amendment.  

The  PRESIDING  OFFICER.  Is 
there  further  debate?  If  not,  the  ques- 
tion is  on  agreeing  to  the  amendment. 

The  amendment  (No.  2873)  was 
agreed  to. 


Mr.  SYMMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  TRIBLE.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

AMXNDKZRT  NO.  3874 

(Purpose:  To  provide  for  a  4-year  extension 
of  the  Highway  Trust  Fund  taxes,  and  for 
other  purposes) 

Mr.  SYMMS.  Mr.  President,  I  rise  at 
this  time  to  offer  the  Finance  Com- 
mittee amendment  to  S.  2405  on 
behalf  of  Mr.  Packwood  and  the  Fi- 
nance Committee,  which  will  pay  for 
this  legislation. 

I  send  the  amendment  to  the  desk 
and  ask  for  its  immediate  consider- 
ation. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  legislative  clerk  read  as  follows: 

The  Senator  from  Idaho  [Mr.  Symms],  for 
Mr.  Packwood,  proposes  an  amendment 
numbered  2874. 

Mr.  SYMMS.  I  ask  unanimous  con- 
sent that  further  reading  be  dispensed 
with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

On  page  96,  after  line  14,  insert  the  fol- 
lowing new  title: 

TITLE  II-HIGHWAY  REVENUE  ACT  OP 
1986 

SEC.  201.  SHORT  TITLE. 

This  title  may  be  cited  as  the  "High- 
way Revenue  Act  of  1986". 

SEC.  202.  4-YEAR  EXTENSION  OF  HIGHWAY  TRUST 
FITSD  TAXES  AND  RELATED  EXEMP- 
TIONS. 

(a)  Extension  op  Taxes.— The  following 
provisions  of  the  Internal  Revenue  Code  of 
1954  are  each  amended  by  striking  out 
"1988"  each  place  it  appears  and  inserting 
inlieu  thereof  "1982": 

(1)  Section  4041(a)(3)  (relating  to  special 
fuels  tax). 

(2)  Section  4051(c)  (relating  to  tax  on 
heavy  trucks  and  trailers  sold  at  retail). 

(3)  Section  4071(d)  (relating  to  tax  on 
tires  and  tread  rubber). 

(4)  Section  4081(b)  (relating  to  gasoline 
tax). 

(5)  Sections  4481(e).  4482(c)(4),  and 
4482(d)  (relating  to  highway  use  tax). 

(b)  Extension  or  Exemptions.  Etc— The 
following  provisions  of  the  Internal  Reve- 
nue Code  of  1954  are  each  amended  by 
striking  out  "1988"  each  place  it  appears 
and  inserting  in  lieu  thereof  "1992": 

(1)  Section  4041(b)(2)(c)  (relating  to  quali- 
fied methanol  and  ethanol  fuel). 

(2)  Section  4041(f)(3)  (relating  to  exemp- 
tion for  farm  use). 

(3)  Section  4041(g)  (relating  to  other  ex- 
emptions). 

(4)  Section  4221(a)  (relating  to  certain 
tax-freesales). 

(5)  Section  4483(f)  (relating  to  exemption 
for  highway  use  tax). 

(6)  Section  6420(h)  (relating  to  gasoline 
used  on  farms). 

(7)  Section  6421(h)  (relating  to  tax  on  gas- 
oline used  for  certain  nonhighway  purposes 
or  by  local  transit  systems). 
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(8)  Section  •427(kK5)  (relating  to  advance 
repayment  of  increased  dlesel  fuel  tax). 

(9)  Section  6427(m)  (relating  to  fuels  not 
used  for  taxable  purposes). 

(c)  Other  Paovisioifs.— 

(1)  Floor  stocks  RxrtTiiDs.— Paragraph  (1) 
of  section  6412(a)  of  the  Internal  Revenue 
Code  of  1954  (relating  to  floor  stocks  re- 
funds) is  amended— 

(A)  by  striking  out  "1988"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1992", 
and 

(B)  by  striking  out  "1989"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1993". 

(2)  liCSTAUJIXIfT     PATMKNTS     OF     RICITWAT 

usi  TAX.— Paragraph  (2)  of  section  61S6(e) 
of  such  Code  (relating  to  installment  pay- 
ments of  tax  on  use  of  highway  motor  vehi- 
cles) Is  amended  by  striking  out  "1988"  and 
inserting  In  lieu  thereof  "1992". 

SBC  NS.  4-YEAIl  EXTENSION  OF  HIGHWAY  TRUST 
FUND. 

(a)  Ih  GxifERAL.— Subsections  (b),  (c),  and 
(e)  of  section  9503  of  the  Internal  Revenue 
Code  of  1954  (relating  to  Highway  Trust 
Fund)  are  each  amended— 

(1)  by  striking  out  "1988"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1992", 
and 

(2)  by  striking  out  "1989"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1993". 

(b)  EXPKNDITUKKS    FROM    HIGHWAY    TRDST 

FiTNS.— Paragraph  (1)  of  section  9503(c)  of 
the  Internal  Revenue  Code  of  1954  (relating 
to  expenditures  from  Highway  Trust  Fund) 
is  amended  by  striking  out  "or"  at  the  end 
of  subparagraph  (B)  and  by  striking  out 
subparagraph  (C)  and  inserting  in  lieu 
thereof  the  following  new  subparagraphs: 

"(C)  authorized  to  be  paid  out  of  the 
Highway  Trust  Fund  under  the  Federal-Aid 
Highway  Act  of  1986.  or 

"(D)  hereafter  authorized  by  a  law  which 
does  not  authorize  the  expenditure  out  of 
the  Highway  Trust  Fund  of  any  amount  for 
a  general  purpose  not  covered  by  subpara- 
graph (A),  (B),  or  (C)  as  in  effect  on  Decem- 
ber 31. 1986". 

(C)  CONTORMING  AMENDIfENTS  TO  LAND  AND 

Water  Conservation  Fund.— Subsection  (b) 
of  section  201  of  the  Land  and  Water  Con- 
servation Fund  Act  of  1965  (16  U.S.C.  4601- 
11)  is  amended— 

(1)  by  striking  out  "1988"  and  inserting  in 
lieu  thereof  "1992".  and 

(2)  by  striking  out  "1989"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1993". 

SEC  2M.  REDUCTION  IN  EXCISE  TAX  EXEMPTION 
FOR  QUALIFIED  METHANOL  AND  ETH- 
ANOL  FUELS. 

(a)  In  General.— Subparagraph  (A)  of  sec- 
tion 4041(bK2)  of  the  IntenuU  Revenue 
Code  of  1954  (relating  to  exemption  for 
Qualified  ethanol  and  methanol  fuels)  is 
amended  to  read  as  follows: 

"(A)  In  general.- In  the  case  of  any  quali- 
fied methanol  or  ethanol  fuel,  subsection 
(a)(2)  shall  be  applied  by  substituting  '3 
cents'  for  '9  cents'.". 

(b)  Conforming  Amendment.— The  head- 
ing for  section  4041(b)  of  the  Internal  Reve- 
nue Code  of  1954  is  amended  by  striking  out 
"Exemption"  the  second  place  it  appears 
and  inserting  in  lieu  thereof  "Reduction  in 
Tax". 

(c)  ErracTivE  Date.— The  amendments 
made  by  this  section  shall  take  effect  on 
January  1, 1987. 

SEC  M&.  TECHNICAL  CORRECTIONS. 

(a)  Refund  of  Entire  Diesel  Fuel  Tax 
With  Respect  to  School  Buses.— 

(1)  In  general.— Paragraph  (2)  of  section 
M27(b)  of  the  Internal  Revenue  Code  of 
1954  (relating  to  Intercity,  local,  or  school 


buses)  is  amended  by  redesignating  subpara- 
graphs (B)  and  (C)  as  Subparagraphs  (C) 
and  (D),  respectively,  and  by  inserting  after 
subparagraph  (A)  the  following  new  sub- 
paragraph: 

"(B)  Exception  for  school  bus  transpor- 
tation.—Subparagaraph  (A)  shall  not  apply 
to  fuel  used  in  an  automobUe  bus  whUe  en- 
gaged in  the  transportation  described  in 
paragraph  (1)(B). '. 

(2)  Conforming  amendments.- 

(A)  Subparagraph  (A)  of  section 
6247(bK2)  of  such  Code  is  amended  by  strik- 
ing out  "subparagraph  (B)"  and  inserting  in 
lieu  thereof  "subparagraphs  (B)  and  (C)". 

(B)  The  heading  for  subparagraph  (C)  of 
section  6427(b)(2)  of  such  Code,  as  redesig- 
nated by  paragraph  (1),  is  amended  by  strik- 
ing out  "Exception"  and  inserting  in  lieu 
thereof  'Exception  for  certain  intracity 
transportation". 

(3)  Effective  sate.— The  amendments 
made  by  this  subsection  shall  take  effect  as 
if  included  in  section  915  of  the  Tax  Reform 
Act  of  1984. 

(b)  Certain  Transfers  From  Highway 
Trust  Fund  To  Be  Made  Proportionately 
From  Mass  Transit  Account.— Subsection 
(e)  of  section  9503  of  such  Code  (relating  to 
establishment  of  Mass  Transit  Account)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(5)  Portion  of  certain  transfers  to  be 
made  from  account.— 

"(A)  In  general.— Transfers  under  para- 
graphs (2),  (3),  and  (4)  of  subsection  (c) 
shall  be  borne  by  the  Highway  Account  and 
the  Mass  Transit  Account  in  proportion  to 
the  respective  revenues  transferred  to  such 
Accounts  under  this  section. 

"(B)  Highway  account.— For  purposes  of 
subparagraph  (A),  the  term  'Highway  Ac- 
count' means  the  portion  of  the  Highway 
Trust  Fund  which  is  not  the  Mass  Transit 
Account.". 

Mr.  SYMMS.  Mr.  President,  this  is  a 
Pinan(»  Committee  amenciment  to  S. 
2405.  The  committee  amendment,  the 
"Highway  Revenue  Act  of  1986,"  pro- 
vides the  following: 

First,  a  4-year  extension— through 
September  30,  1992— of  the  present 
law  highway  trust  fimd  excise  taxes 
and  the  authority  to  spend  from  the 
trust  fund: 

Second,  a  reduction  in  the  current 
exemption  from  the  fuels  excise  tax 
for  neat  methanol  and  ethanol  fuels, 
from  9  cents  to  6  cents  per  gallon: 

Third,  a  full  refund  of  15  cents  per 
gallon  of  the  diesel  fuel  tax  for  all 
school  buses;  and 

Fourth,  an  update  of  the  highway 
trtist  fund  statute  to  reflect  trust  fimd 
authorization  purposes  in  S.  2405. 

Mr.  President,  I  ask  ujianimous  con- 
sent that  an  explanation  of  the  com- 
mittee amendment  be  printed  in  the 
Record  in  its  entirety.  This  explana- 
tion, which  was  prepared  by  the  Joint 
Committee  on  Taxation,  provides  the 
legislative  history  for  the  committee 
amendment. 

There  being  no  objection,  the  expla- 
nation was  ordered  to  be  printed  in 
the  Record,  as  follows: 


Explanation  of  Revenue  Title  ("Highway 
Revenue  Acrr  of  1986")  To  S.  2405 

INTRODUCTION 

The  following  is  an  explanation  of  the 
committee  amendment  approved  by  the 
Committee  on  Finance  on  September  18, 
1986,  to  extend  the  present-law  highway-re- 
lated excise  taxes  and  the  Highway  Trust 
Fund  expenditure  authority  for  four  years 
(through  September  30,  1992).  The  commit- 
tee amendment  is  to  be  offered  as  the  reve- 
nue title  to  S.  2405,  the  Federal  Highway 
Act  of  1986.  when  the  biU  is  considered  by 
the  Senate. 

This  committee  explanation  of  the  reve- 
nue title  to  S.  2405  is  intended  to  be  a  part 
of  the  official  legislative  history  of  the  com- 
mittee amendment. 

The  first  part  is  a  summary  of  the  com- 
mittee amendment  and  backgroimd.  The 
second  part  is  the  explanation  of  the  provi- 
sions of  the  committee  amendment.  The 
third  part  presents  the  estimated  budget  ef- 
fects of  the  Highway  Trust  Fund,  as  well  as 
the  vote  of  the  committee. 

I.  Background  and  Summary 

A.  background  on  legislation 

On  August  5,  1986,  the  Senate  Committee 
on  Environment  and  Public  Works  reported 
a  four-year  extension  of  the  Highway  Trust 
Fund  authorizations  (Highway  Account)  in 
S.  2405.'  The  Administration  requested  that 
the  Committee  on  Finance  extend  the 
present  law  Highway  Trust  Fund  excise 
taxes  for  four  years  (through  September  30. 
1992)  to  finance  the  four- year  trust  fund  au- 
thorizations included  in  H.R.  2405  (for  fiscal 
years  1987-1990).'  The  Highway  Trust  Fund 
revenues  currently  expire  after  September 
30,  1988,  which  is  two  years  beyond  the  cur- 
rent fiscal  year  1986  authorization  expira- 
tion generally  for  present-law  Highway 
Trust  F^md  authorizations. 

The  Committee  on  Finance  held  a  public 
hearing  on  the  proposed  extension  of  the 
Highway  Trust  Fund  excise  taxes  on  Sep- 
tember 18.  1986.  and  marked  up  a  commit- 
tee amendment  (to  be  offered  as  the  reve- 
nue title  to  S.  2405)  on  September  18.  1986. 

B.  SUMMARY  OF  COMMITTEE  AMENDMENT 

Present  law  highway  trust  fund  excise  taxes 
Excise  taxes  are  imposed  on  gasoline  and 
diesel  and  other  motor  fuels,  trucks  and 
truck  trailers,  heavy  tires,  and  heavy  high- 
way vehicles.  Revenues  from  these  highway- 
related  excise  taxes  are  deposited  in  the 
Highway  Trust  Fund.  Revenues  equivalent 
to  one  cent  per  gallon  from  the  taxes  on 
highway  motor  fuels  go  into  the  Mass  Tran- 
sit Account  in  the  Highway  Tnist  Fund. 
The  other  highway  excise  tax  revenues  go 
into  the  Highway  Account  of  the  Trust 
Fund. 

The  Highway  Trust  Fund  taxes  are  cur- 
rently scheduled  to  expire  after  September 
30,  1988.  (See  Table  in  Part  II,  below.)  Also, 
authority  to  expend  from  the  Highway 
Trust  Fund  expires  after  September  30, 
1988. 


■  Federal-Aid  Highway  Act  of  1986  (S.  Rept  99- 
369). 

'  See  testimony  of  the  Administrator  of  the  Fed- 
eral Highway  Administration  (Ray  A.  Bamhart) 
and  the  Deputy  Assistant  Secretary  of  the  Treas- 
ury for  Tax  Policy  (Dennis  Ross)  at  the  Committee 
on  Finance  public  hearing  on  September  18,  1986. 
(See  also  S.  2189,  introduced  at  the  request  of  the 
Administration. ) 
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The  committee  amendment  Includes  the 
following  provisions: 

(1)  The  present  law  Highway  Trust  Fund 
excise  taxes,  and  the  authority  to  spend 
from  the  Trust  Fund,  are  extended  for  four 
years  (through  September  30, 1992). 

(2)  The  nine-cents-per-gallon  exemption 
from  the  special  fuels  excise  tax  for  neat 
methanol  and  ethanol  fuels  Is  reduced  to  six 
cents  per  gallon,  as  provided  in  H.R.  3838, 
effective  on  January  1, 1987. 

(3)  The  technical  correction  provision  in 
H.R.  3838  with  respect  to  providing  a  full 
refund  of  IS  cents  per  gallon  of  the  dlesel 
fuel  tax  for  all  school  buses  is  included. 

(4)  The  Highway  Trust  Fund  statute  is  up- 
dated to  reflect  trust  fund  authorization 
purposes  in  8.  2405. 

II.  EXPUUfATION  or  COIOflTTEE  AMDIDlCEirT 

A.  KXTKHSION  OP  HIGHWAY  TRUST  rURD  EXCISE 

TAXES 

^    Present  law 
Excise  Taxes 

Excise  taxes  are  imposed  on  gasoline  and 
dlesel  and  other  motor  fuels,  trucks  and 
truck  trailers,  heavy  tires,  and  heavy  high- 
way vehicles.  Revenues  from  these  highway- 
related  excise  taxes  are  deposited  in  the 
Highway  Trust  Fund.  The  taxes  currently 
are  scheduled  to  expire  after  September  30, 
1988.  Deposits  of  pre-October  1.  1988,  excise 
tax  liabilities  will  continue  to  go  into  the 
Trust  Fund  for  an  additional  nine  months 
(through  June  30,  1989). 

The  table  below  shows  the  present-law  tax 
rate  schedule  for  the  Highway  Trust  Fund 
excise  taxes. 

PRESENT-LAW  HIGHWAY  TRUST  FUND  EXQSE  TAXES 

(Thfough  Sctit.  30, 1988) 


Tn  (and  code  section) 


Tax  rate 


(sec. 


Motor  fuels: 

Gasotne  (sec.  4081) 

Special     nntor     fuels 
4041(b)). 

Diesel  fuel  (sec.  4041(a)) 

Trudis   an)   trailers:    Trufe    (over 
33.000   t.)    and   trailers    (ow 
26.000  b.)  (sec.  4051) 
Ties    fv    iNgtmny    Mfiicics    (sc 

4071): 

40  li  or  less - 


40-7011.... 
70-9011.. 
Oner  90  I) 


Use  tai  on  heavy  tagliMy  vehicles 
(sec  448.^ 


9  cents  per  gallon. 
9  cents  per  gallon. 

IS  cents  per  gaftm 
12  percent  of  retail  price. 


No  tax 

15  cents/I)  over  40  lb 

i4.50.  phis  30  cents/lb  over  70  lb 

$10.50.  phE  50  cenVlb  over  90  lb 


IMer  55.000  li 

55,000-75,000  lb .. 
Over  75.000  I) 


No  ta 

1100.  pkis  {22/1,000  b  over  55,000 
.$550. 


Exemptions 

In  j/eneroZ.— General  exemptions  are  pro- 
vided from  the  highway  excise  taxes  for 
otherwise  taxable  articles  used  by  State  and 
local  governments  and  tax-exempt  educa- 
tional organizations,  and  for  exported  arti- 
cles. There  is  also  an  exemption  from  the 
fuels  taxes  for  fuels  used  on  a  farm  for 
farming  purposes,  and  for  off-highway  busi- 
ness use  (other  than  boating  and  noncom- 
mercial aviation  use). 

Certain  neat  cUcoAoI  fuels.— A  9-cents-per- 
gallon  exemption  is  provided  for  neat  meth- 
anol and  ethanol  fuels  which  contain  at 
least  85  percent  alcohol  produced  from  a 
substance  other  than  petroleum  or  natural 
gas.  A  4-1/2-cents-per-gallon  exemption  is 
available  for  such  alcohol  fuels  produced 
from  natural  gas.  These  alcohol  fuels  tax 
exemptions  are  scheduled  to  expire  after 
December  31, 1992. 


Diesel  fuel  used  in  biues.—A  complete 
refund  is  provided  of  the  IS-cents-per-gallon 
excise  tax  paid  on  dlesel  fuel  which  is  used 
by  private  contractors  to  provide  scheduled 
local  bus  service  to  the  general  public  over 
regular  routes.  The  Tax  Reform  Act  of  1984 
inadvertently  failed  to  provide  a  complete 
refund  when  private  contractors  supply 
school  bus  service,  the  dlesel  fuel  for  which 
would  be  tax-exempt  if  the  service  were  sup- 
plied by  a  State  or  local  government  or  non- 
profit school.  The  effective  excise  tax  rate 
on  this  fuel  is  3  cents  a  gallon  (tax  of  15 
cents  a  gallon,  less  refund  a  12  cents  a 
gallon),  the  effective  rate  that  generally  ap- 
plies to  dlesel  fuel  used  in  privately  operat- 
ed buses. 

Reasons  for  change 
The  Senate  Committee  on  Environment 
and  Public  Works  has  reported  a  bill  (S. 
2405)  providing  Federal-aid  highway  author- 
izations from  the  Highway  Trust  Fund  for 
fiscal  years  1987-1990.  The  Committee  on 
Finance  is  aware  that  the  anti-deficit  provi- 
sions governing  trust  fund  authorizations 
will  require  reduction  in  highway  spending 
commitments  beginning  on  October  1,  1986. 
unless  action  is  taken  to  provide  further 
funding  for  the  Trust  Fund.  The  committee 
believes  that  continued  funding  for  the 
building  tuid  maintenance  of  our  Nation's 
highway  system  is  an  important  national 
objective  and  that  a  four-year  extension  of 
the  present  Highway  Trust  Fund  excise 
taxes  is,  therefore,  appropriate  at  this  time. 
Explanation  of  provisions 
Extension  of  Highway  Excise  Taxes 

The  committee  amendment  extends  the 
present  Highway  Trust  Fund  excise  taxes 
for  four  additional  years,  through  Septem- 
ber 30,  1992.  (See  current  taxes  and  rates  in 
the  table,  above.) 

Exemptions 

The  committee  amendment  further  in- 
cludes two  highway-related  excise  tax  provi- 
sions included  as  part  of  the  pending  tax 
reform  conference  agreement  legislation 
(H.R.  3838).  First,  the  committee  amend- 
ment reduces  the  exemption  from  the  spe- 
cial fuels  excise  tax  for  neat  alcohol  fuels 
(e.g.,  fuels  85  percent  or  more  ethanol  or 
methanol)  derived  other  than  from  petrole- 
um or  natural  gas  from  9  cents  to  6  cents 
per  gaUon. 

Second,  the  committee  amendment  in- 
cludes a  technical  amendment  (as  in  the 
conference  agreement  on  H.R.  3838)  allow- 
ing a  full  15-cents-per-gallon  refund  of 
excise  tax  paid  on  diesel  fuel  used  in  school 
buses  while  engaged  in  the  transportation 
of  students  and  school  employees. 
Effective  dates 

The  highway  excise  tax  extension  provi- 
sions of  the  committee  amendment  apply  to 
taxable  transactions  occurring  after  Sep- 
tember 30,  1988,  and  before  October  1.  1992. 
The  provision  relating  to  neat  alcohol  ap- 
plies to  transactions  after  December  31, 
1986.  The  technical  provision  affecting  the 
fuels  tax  exemption  for  school  buses  is  ef- 
fective as  if  included  in  the  Tax  Reform  Act 
of  1984. 

B.  HIGHWAY  TRUST  FOiro  EXPENDITURE 
AUTHORirY 

Background  and  present  law 
Overview 
The  Highway  Trust  Fund  and  the  related 
highway  excise  taxes  have  been  extended 
four  times  since  1970:  a  five-year  extension 
in  the  Federal  Aid  Highway  Act  of  1970 
(from  September  30,  1972  through  Septem- 


ber 30,  1977),  a  two-year  extension  In  the 
Federal  Aid  Highway  Act  of  1976  (through 
September  30. 1979).  a  five-year  extension  in 
the  Surface  Transportation  Assistance  Act 
of  1978  (through  September  30,  1984),  and  a 
four-year  extension  in  the  Surface  Trans- 
portation Assistance  Act  of  1982  (through 
September  30.  1988). 

The  Highway  Trust  Fund  authorizations 
in  the  1982  Act  generally  were  for  fiscal 
years  1983-1986.  Thus,  the  revenues  deposit- 
ed in  the  Trust  Fund  lag  behind  the  author- 
ization period  by  two  years.  This  is  due  to 
the  lead  time  required  between  the  time  a 
project  is  authorized  or  obligated  and  the 
time  when  money  is  needed  to  pay  for  it.  An 
anti-deficit  provision  (i.e.,  the  "Byrd 
Amendment")  requires  that  highway  appor- 
tionments be  reduced  when  unfunded  au- 
thorizations exceed  estimated  Trust  Fund 
receipts  (tax  revenues  and  interest  earned 
by  the  Fund)  in  the  following  24-month 
period. 

In  the  1982  Act,  the  Highway  Trust  Fund 
statute  was  codified  in  the  Internal  Revenue 
Code  (sec.  9503).  effective  January  1.  1983. 

Trust  Fund  Expenditure  Purposes 

The  1982  Act  established  two  Accounts 
within  the  Highway  Trust  Fund:  the  High- 
way Account  and  the  Mass  Transit  Account. 
Amounts  may  be  paid  from  the  Highway 
Trust  Fund  through  September  30,  1988,  as 
provided  in  appropriation  Acts,  to  meet  obli- 
gations incurred  in  carrying  out  the  pur- 
poses of  the  Trust  Fund.  Obligations  may  be 
incurred  for  the  purposes  specified  in  the 
Highway  Revenue  Act  of  1956,  the  Surface 
Transportation  Assistance  Act  of  1982,  or 
any  law  enacted  thereafter,  for  a  general 
purpose  authorized  under  these  Acts  as  In 
effect  on  December  31,  1982.  Thus,  any  new 
general  expenditure  purpose  from  the  Trust 
Fund  requires  a  Code  amendment. 

Highway  account  expenditures 

The  general  highway-related  programs  au- 
thorized from  the  Highway  Trust  Fund  in- 
clude the  following: 

Interstate  highway  construction  and  re- 
surfacing and  repair 

Federal-aid  highways,  including  primary 
and  secondary  systems,  urban  systems 

Forest  and  public  lands  highways,  scenic 
highways,  parkways,  Indian  roads 

Highway  hazard  elimination  projects 

Bridge  replacement  and  rehabilitation 

Elmergency  (disaster)  relief 

Rail  crossings  and  demonstration  projects 

Traffic  control  and  traffic  signal  demon- 
stration projects 

Intermodal  urban  demonstration  projects 

Carpool  and  vanpool  grants 

Pedestrian  walkways  on  highway  rights  of 
ways  and  bikeways 

Highway-related  safety  grants 

Motor  carrier  safety  grants 

Highway  safety  research  and  development 

National  Highway  Traffic  Safety  Adminis- 
tration for  a  share  of  traffic  safety  pro- 
grams 

Certain 
costs 

Mass  transit  accoimt  expenditures 

The  Mass  Transit  Account  in  the  Trust 
Fund  is  financed  from  the  revenue  equiva- 
lent of  one  cent  of  the  tax  on  highway 
motor  fuels.  Amounts  in  the  Mass  Transit 
Account  are  available  for  making  capital  ex- 
penditures authorized  under  section  21(a)(2) 
of  the  Urban  Mass  Transportation  Act.  An 
anti-deficit  provision  is  provided  so  that  un- . 
funded  transit  authorizations  may  not 
exceed  estimated  account  receipts  for  the 


highway-related    administrative 
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followlns    12    months    (compared    to    24 
months  for  the  Highway  Account). 

Trust  Fund  Authorizations  in  Committee  on 
Enviroiunent  and  Public  Works  Bill 
<S.  240S) 

The  Senate  Committee  on  Environment 
and  Public  Works  has  reported  a  four-year 
reauthorlzaUon  bill  (S.  2405)  for  Highway 
Trust  Fund  (Highway  Account)  expenditure 
programs,  for  fiscal  years  1987-1990.  The 
current  trust  fund  authorization  programs 
generally  are  provided  through  fiscal  year 
1986,  as  enacted  in  the  1982  Act. 

Highway  and  highway  safety  program  au- 
thorizations from  the  Trust  Fund  under 
S.  2405  for  fiscal  years  1987-1990  total  152.3 
billion  ($13.1  billion  per  year).  This  com- 
pares with  $14.8  billion  authorized  for  fiscal 
year  1988  (after  the  4.2  percent  budget  cut- 
back under  the  "Gramm-Rudman-HoUlngs" 
statute).  (Mass  transit  authorizations  from 
the  Mass  Transit  Account  in  the  Trust  Fund 
have  not  yet  been  reported  by  the  Senate 
Committee  on  Banking,  Housing,  and  Urban 
Affairs.) 
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Reasons  for  change 
The  Committee  on  Finance  agrees  that 
expenditure  authority  for  the  Highway 
Trust  Fund  should  be  extended  for  four 
years  (through  September  30,  1992)  to  par- 
allel the  four-year  Highway  Trust  Fund  au- 
thorizations (Highway  Account)  included  in 
S.  2405  as  reported  by  the  Senate  Commit- 
tee on  Environment  and  I»ublic  Works  and 
the  four-year  extension  of  the  highway 
excise  taxes  (discussed  in  II.A.,  above. 

Explanation  of  provision 
The  committee  amendment  provides  a 
four-year  extension  of  the  authority  to 
make  expenditures  out  of  the  Highway 
Trust  Fund  (through  September  30,  1992), 
and  updates  the  Trust  Fund  statute  and  re- 
flect the  trust  fund  authorization  purposes 
included  in  S.  2405  as  reported  by  the 
Senate  Committee  on  Environment  and 
Public  Works. 

Effective  dates 
The  provision  extending  the  trust  fund 
expenditure  authority  is  effective  for  the 
period,  October  1,  1988  through  September 


30,  1992.  The  updating  of  the  Trust  Fund 
statute  Is  effective  on  October  1,  1986. 
III.  Bttdget  Eftects  op  Committee 
Amendment  and  Vote  or  the  Committee 

A.  BUDGET  ETTECTS 

In  compliance  with  paragraph  11(a)  of 
Rule  XXVI  of  the  Standing  Rules  of  the 
Senate,  the  following  statement  is  made 
concerning  the  budget  effect  of  the  Com- 
mittee amendment. 

The  committee  amendment  will  not  effect 
net  fiscal  year  budget  receipts,  as  the  exten- 
sion of  present  law  Highway  Trust  Fund 
excise  taxes  is  included  in  the  baseline 
budget  assumption  for  budget  estimating 
purposes  by  the  Congressional  Budget 
Office. 

The  revenue  effect  of  the  committee 
amendment  on  the  Highway  Trust  Fund  tax 
receipts  is  shown  in  the  following  table.  The 
four-year  extension  of  present  law  highway 
excise  taxes  is  projected  to  provide  $58.4  bil- 
lion in  additional  tax  revenues  to  the  Trust 
Fund  through  fiscal  year  1992.  In  addition, 
the  Trust  Fund  will  earn  interest  on  invest- 
ments of  its  cash  balance. 


ESTIMATED  HIGHWAY  TRUST  FUND  RECEIPTS  UNDER  COMMITTEE  AMENDMENT,  FISCAL  YEARS  1988-92 
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B.  VOTE  OP  THE  COMMITTEE 

In  compliance  with  paragraph  7(c)  of  Rule 
XXVI  of  the  Standing  Rules  of  the  Senate, 
the  following  statement  is  made  concerning 
the  vote  of  the  Committee  on  Finance  on 
the  motion  to  approve  the  committee 
amendment,  to  be  offered  as  an  amendment 
to  S.  2405.  The  committee  amendment  was 
approved  by  voice  vote. 

Mr.  SYMMS.  Mr.  President,  I  urge 
my  coUeagues  to  support  the  amend- 
ment so  we  can  pay  for  this  legislation. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  amend- 
ment? 

MR.  SYMMS.  Mr.  President,  I  might 
say  that  the  ranking  minority  member 
of  the  subcommittee  [Mr.  Burdick] 
supports  this  amendment  also. 

The  PRESIDING  OFFICER.  I5 
there  further  debate?  If  not,  the  ques- 
tion is  on  agreeing  to  the  amendment. 

The  amendment  (No.  2874)  was 
agreed  to. 

Mr.  SYMMS.  I  move  to  reconsider 
the  vote. 

Mr.  STAFFORD.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


AMENDMENT  NO.  2S7S 

(Purpose:  To  require  a  feasibility  study  of 
establishing  a  ferry  boat  in  the  vicinity  of 
Springfield,  South  Dakota.) 

Mr.  STAFFORD.  Mr.  President.  I 
send  an  amendment  to  the  desk  for 
Senator  Pressler,  Mr.  Abonor,  Mr. 
ZoRiNSKY,  and  Mr.  Exon  and  ask  for 
its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  legislative  clerk  read  as  follows: 

The  Senator  from  Vermont  [Mr.  Staf- 
ford] for  Mr.  Pressler  and  Mr.  Abdnor,  Mr. 
Zorinsky,  and  Mr.  Exon,  proposes  an 
amendment  numbered  2875. 

Mr.  STAFFORD.  I  ask  unanimous 
consent  that  further  reading  of  the 
amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

On  page  86,  between  lines  19  and  20, 
insert  the  following: 

FERRY  BOAT  SERVICE  STUDY 

Sec.  — .  (a)  The  Secretary  of  Transporta- 
tion in  consultation  with  the  highway  de- 
partments of  the  States  of  Nebraska  and 
South  Dakota,  shall  conduct  a  study  to  de- 
termine the  feasibility  and  cost  of  establish- 
ing public  ferry  boat  service  on  the  Missouri 
River  which  connects  a  Federal-aid  highway 
in  the  Vicinity  of  Niobrara,  Nebraska  with  a 
Federal-aid  highway  in  the  vicinity  of 
Springfield,  South  Dakota,  and  which  meets 


the  requirements  of  section  129(g)  of  title 
23,  United  State  Code. 

(b)  Not  later  than  one  year  after  the  date 
of  enactment  of  this  Act,  the  Secretary 
shall  submit  a  report  to  the  Congress  on  the 
results  of  the  study  conducted  under  this 
section  together  with  any  recommendations 
the  Secretary  may  have  concerning  the  es- 
tablishment of  the  ferry  boat  service  de- 
scribed in  subsection  (a). 

Mr.  STAFFORD.  Mr.  President,  I 
offer  this  amendment  on  behalf  of  Mr. 
Pressler  and  his  colleague  from 
South  Dakota,  and  the  colleagues 
from  the  neighboring  State  of  Nebras- 
ka, to  offer  an  amendment  to  S.  2405, 
the  Federal-Aid  Highway  Act  of  1986. 
This  amendment  directs  the  Secretary 
of  Transportation  to  study  the  feasi- 
bility of  establishing  ferry  boat  service 
on  the  Missouri  River  between  Spring- 
field, SD  and  Niobrara,  NE. 

Mr.  President,  the  need  for  this 
study  is  self-evident  when  one  consid- 
ers that  the  residents  of  this  region  of 
South  Dakota  and  Nebraska  are 
forced  to  travel  up  to  85  miles  to  go 
from  one  side  of  the  river  to  a  similar 
point  on  the  other  side.  Because  of  the 
width  and  volatile  nature  of  the  Mis- 
souri in  this  area,  building  a  bridge  ap- 
pears to  be  infeasible.  Until  recently  a 
private  ferry  was  operating  in  this 
area,  but  that  service  was  recently 
abandoned.  That  abandonment  severs 
an  important  transportation,  econom- 
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ic,  and  personal  link  between  the  citi- 
zens of  these  two  States  and  these 
neighboring  communities. 

The  cost  of  this  amendment  is  mini- 
mal. In  conjimction  with  the  South 
Dakota  and  Nebraska  highway  depart- 
ments, the  Secretary  would  merely 
study  whether  it  would  be  cost-effec- 
tive to  re-establish  some  ts^pe  of  ferry 
service.  There  is  no  further  obligation 
than  to  conduct  this  study.  The  record 
should  reflect  that  the  ferry  landing 
on  the  South  Dakota  side  of  the  river 
is  at  a  community  called  Rimning 
Water,  but  the  nearest  incorporated 
town  is  Springfield,  SD. 

Mr.  ZORINSKY.  Mr.  President,  I 
am  pleased  to  speak  in  support  of  the 
amendment  to  S.  2405  to  require  a  fea- 
sibility study  for  reestablishing  ferry 
boat  services  across  the  Missouri  River 
between  Niobrara,  NE  and  Running 
Water,  SD.  A  private  ferry  service  was 
in  operation  in  this  area  until  about  18 
months  ago  when  the  ferry  was  dam- 
aged. 

I  want  to  emphasize  that  this 
amendment,  offered  by  the  two  distin- 
guished Senators  from  South  Dakota 
and  Senator  Exon  and  myself  from 
Nebraska,  requires  a  U.S.  Department 
of  Transportation  cost  study  only,  and 
in  no  way  obligates  the  two  affected 
States  to  follow  any  particular  course 
of  action.  A  previous  U.S.  DOT  study 
indicated  that  it  would  be  impractica- 
ble to  build  a  bridge  across  the  Missou- 
ri River  at  this  location  because  of  its 
extreme  width.  The  private  ferry  serv- 
ice eliminated  considerable  travel 
time,  and  I  believe  that  it  is  entirely 
appropriate  at  this  jimcture  to  require 
a  DOT  study  of  a  Government-sup- 
ported ferry  in  this  region. 

I  urge  my  colleagues  to  support  this 
important  amendment  for  the  States 
of  Nebraska  and  South  Dakota. 

Mr.  STAFFORD.  I  understand  that 
this  amendment  is  agreeable  to  the 
managers  of  the  bill  on  both  sides  of 
the  aisle.  I  particularly  say  it  has  the 
approval  of  Senator  Burdick,  the 
ranking  minority  member,  and  I  be- 
lieve it  is  acceptable  to  the  majority. 

Mr.  SYMMS.  Yes,  Mr.  President,  I 
am  happy  to  accept  the  amendment. 

D  1950 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  amend- 
ment? If  not,  the  question  is  on  agree- 
ing to  the  amendment. 

The  amendment  (No.  2875)  was 
agreed  to. 

Mr.  SYMMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  STAFFORD.  Mr.  President,  I 
move  to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


AMENDMENT  NO.  2876 

(Purpose:  To  allow  a  substitute  transit 
project  in  Oregon) 

Mr.  STAFFORD.  Mr.  President,  I 
now  send  an  amendment  to  the  desk 
on  behalf  of  Senator  Hatfield  and  ask 
that  it  be  stated  and  immediately  con- 
sidered. 

The  PRESIDING  OFFICER.  The 
clerk  will  report  the  amendment. 

The  legislative  clerk  read  as  follows: 

The  Senator  from  Vermont  [Mr.  Staf- 
ford], for  Mr.  Hatfield,  proposes  an  amend- 
ment No.  2876. 

Mr.  STAFFORD.  Mr.  President,  I 
ask  unanimous  consent  that  further 
reading  of  the  amendment  may  be  dis- 
pensed with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  Is  as  follows: 

On  page  86,  between  lines  19  and  20, 
insert  the  following: 

SUBSTrrUTE  transit  project  in  OREGON 

Sec.  .  (a)  Notwithstanding  any  other 
provision  of  law,  upon  the  joint  request  of 
the  Governor  of  the  State  of  Oregon  and 
the  local  governments  concerned,  the  Secre- 
tary may  approve  a  substitute  transit 
project  for  construction  of  a  light  rail  tran- 
sit system  in  lieu  of  construction  of  any  eli- 
gible interstate  lanes  if  such  substitute 
project  is  in  or  adjacent  to  the  proposed 
right-of-way  for  such  lanes. 

(b)  Upon  approval  of  any  substitute  tran- 
sit project  under  subsection  (a),  the  cost  of 
construction  of  the  eligible  interstate  lanes 
for  which  such  project  is  substituted  shall 
not  be  eligible  for  funds  authorized  under 
section  108(b)  of  the  Federal- Aid  Highway 
Act  of  1956  and  a  sum  equal  to  the  Federal 
share  of  such  costs,  as  included  in  the  latest 
interstate  cost  estimate  approved  by  Con- 
gress, shall  be  available  to  the  Secretary  to 
incur  obligations  under  section  103(e)(4)  of 
title  23,  United  States  Code,  for  the  Federal 
share  of  the  costs  of  such  substitute  project. 

(c)  By  September  30,  1989,  any  substitute 
transit  project  approved  under  subsection 
(a)  (for  which  the  Secretary  finds  that  suffi- 
cient Federal  funds  are  available)  must  be 
under  contract  for  construction  or  construc- 
tion must  have  commenced.  If  any  such  sub- 
stitute transit  project  is  not  under  contract 
for  construction  or  construction  has  not 
commenced  by  such  date,  then  immediately 
after  such  date,  the  Secretary  shall  with- 
draw approval  of  such  project  and  no  funds 
shall  be  appropriated  under  the  authority 
of  section  103(e)(4)  of  title  23.  United  States 
Code,  for  any  such  project. 

(d)(1)  A  substitute  transit  project  ap- 
proved under  subsection  (a)  shall  be  deemed 
to  be  a  substitute  transit  project  for  pur- 
poses of  section  103(e)(4)  of  title  23,  United 
States  Code  (other  than  subparagraphs  (C) 
and  (O)). 

(2)  Unobligated  apportionments  for  the 
Interstate  System  in  the  State  of  Oregon 
shall,  on  the  date  of  approval  of  a  substitute 
transit  project  under  subsection  (a),  be  re- 
duced in  the  proportion  that  the  Federal 
share  of  the  costs  of  the  construction  of  the 
eligible  interstate  lanes  for  which  such 
project  is  substituted  bears  to  the  Federal 
share  of  the  total  cost  of  all  interstate 
routes  in  that  SUte  as  reflected  in  the  latest 
cost  estimate  approved  by  Congress. 

(3)  The  Secretary  shall  administer  this 
section  through  the  Federal  Highway  Ad- 
ministration. 


(f)  For  purposes  of  this  section,  the  term 
"eligible  interstate  lanes"  means  any  bus 
lanes  which  are  to  be  constructed  on  Inter- 
state Route  205  in  Oregon. 

Mr.  STAFFORD.  Mr.  President,  this 
amendment  gives  the  city  of  Portland. 
OR  flexibility  to  use  funds  they  cur- 
rently have  available  for  bus  lanes  on 
Interstate  205,  for  alternative  light 
rail  transit  if  they  so  choose.  It  gives 
them  no  additional  funds. 

I  believe  that  this  amendment  is  ac- 
ceptable to  the  managers  of  the  bill.  I 
am  advised  it  Is  by  Senator  Bitroick 
and  I  believe  it  may  be  by  Senator 
Symms. 

Mr.  SYMMS.  If  the  Senator  will 
yield,  that  is  correct.  I  discussed  this 
with  Senator  Hatfield  and  we  have 
looked  it  over  and  the  amendment  is 
agreeable. 

Mr.  HATFIELD.  Mr.  President,  the 
amendment  I  am  offering  today  is 
quite  simple  and  straightforward.  The 
Interstate  Highway  System  is  nearly 
complete  in  Oregon.  One  of  the  last 
sections  of  interstate  highway  was  fin- 
ished earlier  this  year.  A  light  rail 
project,  which  replaced  a  planned 
freeway  that  would  have  divided  Port- 
land neighborhoods,  was  dedicated 
just  this  month.  This  new  light  rail 
system  was  financed  in  part  by  using 
interestate  cost  estimate  [ICE]  trans- 
fer funds. 

One  of  the  only  remaining  projects 
in  the  Interstate  System  in  Oregon  is 
a  proposed  transit  corridor  ninning 
adjacent  to  the  newly-completed  1-205 
freeway  between  Foster  Road  and  Air- 
port Way.  This  segment  of  1-205  was 
designed  to  accommodate  a  transit  cor- 
ridor. A  right-of-way  has  beeq  set 
aside  for  eventual  construction  of  the 
needed  facility.  The  ICE  includes 
funding  for  a  busway  in  this  right-of- 
way.  State  and  local  officials  as  yet  are 
undecided  whether  the  region's  trans- 
portation needs  would  be  better  served 
by  the  busway  or  a  light  rail  system. 

My  amendment  simply  allows  the 
State  of  Oregon  and  the  Portland 
Metropolitan  Area  Transit  Authority, 
Tri-Met,  the  option  to  use  the  ICE 
money  which  already  has  been  dedi- 
cated for  the  bus  lane  for  light  rail 
along  the  same  corridor.  I  have  writ- 
ten assurance  both  from  the  State  of 
Oregon  and  Tri-Met  that  if  they 
choose  the  light  rail  option,  they  will 
not  seek  Federal  highway  funds  in 
excess  of  what  already  has  been  set 
aside  in  the  ICE  for  the  completion  of 
the  project. 

Mr.  President,  I  would  ask  unani- 
mous consent  to  insert  letters  from 
those  officials  in  the  Record. 

There  being  no  objection,  the  letters 
were  ordered  to  be  printed  in  the 
Record,  as  follows: 
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DOKXTttBTt  OP  TRAirSPORTATIOlf . 

Tramsfortatior  Building, 
Salem,  OR.  September  22,  J986. 
Hon.  Mark  O.  Hatpizld. 
U.S.  Senator,  Hart  Senate  Office  Building, 
Washington.  DC. 
The  Oregon  Department  of  Transporta- 
tion   supports    statutory    language    which 
would  permit  the  withdrawal  of  the  Inter- 
state 305  Busway.  presently  included  in  Or- 
egon's Interstate  Cost  Estimate. 

We  appreciate  congressional  concerns 
about  limiting  the  contribution  from  FAIX 
funds  for  a  substitute  transit  project  to  an 
amount  equivalent  to  the  Busway  as  ciu'- 
rently  defined.  We  would  not  object  to  and 
would  honor  such  a  limitation  Insofar  as  it 
was  not  construed  as  restricting  the  region's 
freedom  to  seek  other  federal  funds  for  a 
project  such  as  UMTA  funding. 

Robert  N.  Botrman, 

Deputy  Director. 

Tu-Couirrr  Mktropoutah  Trams- 
portatior  District  op  Oregon, 

Portland,  OR,  September  22,  1986. 
Senator  BIark  Hatpulo, 
Hart  Senate  Office  Building,  Washington, 
DC. 
DiAR  Senator  Hatpield:  Thank  you  very 
much   for   your   Interest   and   support   in 
giving  this  region  some  needed  flexibUity  in 
transportation   planning   by   way   of   your 
amendment  to  the  Surface  Transportation 
Act. 

Tri-Met  supports  the  proposed  statutory 
language  which  would  permit  withdraw!  of 
the  1-205  bus  lanes  now  included  in  the 
Oregon  Interstate  cost  estimate. 

Tri-Met  understands  the  reasonable  con- 
cern that  FAIX  funds  for  a  future  rail 
project  be  limited  to  an  amount  equal  to  the 
bus  lanes  as  currently  defined. 

Tri-Met  would  honor  such  a  limit  with  the 
understanding  that  it  does  not  prevent  the 
region  from  seelLlng  other  federal  funds  for 
which  the  project  would  be  eligible.  The 
region  expects  that  it's  rail  projects  are  eU- 
gible  for  funding  under  UMTA's  Section  3 
and  Section  9  programs  or  from  the  region's 
present  IM  allocation. 
Sincerely, 

James  E.  Cowen, 
General  Manager. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  amend- 
ment? If  not,  the  question  is  on  agree- 
ing to  the  amendment. 

The  amendment  (No.  2876)  was 
agreed  to. 

Mr.  STMMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  STAFFORD.  Mr.  President,  I 
move  to  table  the  motion  to  reconsid- 
er. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


•NO.  8877 

(Purpose:  To  authorize  appropriations  for 
certain  highways  in  accordance  with  title 
23,  United  States  Code,  and  for  other  piu^- 
poses) 

Ml.  STMMS  addressed  the  Chair. 
The   PRESIDING    OFFKTER.    The 
Senator  from  Idaho  is  recognized. 

Mr.  STMMS.  Mr.  President,  on 
behalf  of  Senators  Statpori),  Stmms, 
Dole.  Hscht.  Hawkins,  Mattimgly. 
HoLURGS.  Dakpor-th,  Bumfers.  Byrd, 
Rockefeller,       Trible,       Danporth, 


Laxalt,  Hxtmfhret,  Johnston, 
QuAYLE.  Specter,  Long,  Nitnn,  Eagle- 
ton,  (Whiles,  Sasser,  Gore,  Bentsen, 
BuRoicK,  and  Warner,  I  send  an 
amendment  to  the  desk  and  ask  for  its 
immediate  consideration. 

The   PRESIDING    OFFICER.    The 

clerk  will  report. 

The  legislative  clerk  read  as  follows: 

The  Senator  from  Idaho  [Mr.  STiofs],  for 

Mr.    Stappord    and    others,    proposes    an 

amendment  numbered  2877. 

Mr.  STMMS.  Mr.  President,  I  ask 
imanlmous  consent  that  further  read- 
ing of  the  amendment  be  dispensed 
with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

On  page  73.  after  line  16,  add  the  follow- 
ing: 

(21)  Interstate  connector  from  I-9S  near 
Florence,  South  Carolina  to  U.S.  17,  north 
of  Myrtle  Beach,  South  Carolina  to  allow 
increased  access  to  the  Grand  Strand. 

(22)  The  South  Carolina  portion  of  the 
Bobby  Jones  Expressway  by-pass  from  1-20 
near  North  Augusta.  South  Carolina  south 
across  the  Savannah  River  into  Oeorgia, 
where  it  connects  with  1-520. 

(23)  Up  to  $14.5  million  to  carry  out  a 
highway  project  in  the  vicinity  of  Sanford. 
Florida,  to  demonstrate  methods  of  reduc- 
ing costs  and  expediting  construction  of  an 
interchange  between  Florida  State  Route 
46A  and  a  highway  on  the  Interstate 
System  by  contracting  with  a  private  con- 
sultant to  design  and  construct  such  project. 

(24)  To  reconstruct  and  rehabilitate  the 
Eugene  Talmadge  Memorial  Bridge,  a  func- 
tionally obsolete  bridge  which  is  located  in 
Savannah.  Georgia  and  crosses  the  Savan- 
nah River. 

(25)  In  Lawrence,  Kansas,  a  by-pass 
project  which  is  a  model  for  its  cost-sharing 
arrangement  and  economic  development 
goals. 

(26)  In  Wichita,  Kansas,  the  replacement 
of  a  conventional  intersection  of  two  heavily 
travelled  streets  at  Kellogg  and  Oliver  with 
a  new  low-cost  European  fly-over  design  for 
the  interchange. 

(27)  In  Olathe,  Kansas,  the  119th  Street 
Interchange  to  correct  a  dangerous  inter- 
change. 

(28)  In  Emporia,  Kansas,  a  new  Prairie 
Street  overpass  to  overcome  existing  flood 
conditions. 

(29)  In  Sparks,  Nevada,  for  the  purpose  of 
demonstrating  the  efficacy  of  improving 
traffic  flow  conditions  on  various  adjacent 
interchanges  and  local  streets  by  construct- 
ing a  new  interchange  and  approaches  on  an 
east-west  highway  on  the  Interstate  System 
and  a  four-lane  highway  not  on  such  system 
which  could  serve  as  a  beltway. 

(30)  In  the  State  of  Arkansas  on  a  seg- 
ment of  a  north-south  highway  on  the  Fed- 
eral-aid primary  system  from  the  vicinity  of 
the  Junction  of  Interstate  routes  1-40  and  I- 
540  to  the  boundary  between  the  State  of 
Arkansas  and  Missouri  in  the  vicinity  of 
Bella  Vista,  Arkansas. 

(31)  In  the  vicinity  of  Fort  Smith,  Arkan- 
sas, to  widen  a  segment  of  the  Federal-aid 
urban  system  and  improve  signalizatlon. 

(32)  In  the  vicinity  of  Jonesboro,  Arkansas 
for  the  construction  of  four  grade  separa- 
tions on  a  four-lane  bypass  route  for  demon- 
strating methods  of  improving  highway 
safety. 


(33)  In  Kansas  City,  Missouri,  the  South 
Midtown  Roadway,  a  north-south  route  on 
the  Federal-aid  Primary  System. 

(34)  In  St.  Charles  County,  Missouri,  a 
bypass  highway  to  connect  an  east-west 
Interstate  route  with  the  Interstate  Ijeltway 
around  St.  Louis,  Missouri. 

(35)  A  segment  of  north-south  highway  on 
the  Federal-Aid  Primary  System  from  the 
vicinity  of  Carthage,  Missouri,  to  the  bound- 
ary lietween  the  States  of  Arlunsas  and 
Missouri  in  the  vicinity  of  Noel,  Missouri, 
Increasing  the  number  of  lanes  on  such  seg- 
ment from  two  to  four. 

(36)  A  106-mile  highway  on  the  Federal- 
aid  Primary  System  in  Missouri,  beginning 
in  the  vicinity  of  Colmnbia  and  ending  in 
the  vicinity  of  Lancaster. 

(37)  Construction  of  the  New  River  Park- 
way in  West  Virginia,  a  two-lane  scenic 
highway  through  the  New  River  Gorge  Na- 
tional River  area  connecting  with  Interstate 
64. 

(38)  To  Improve  the  Peachtree  Industrial 
Boulevard  from  1-285  to  S.R.  141  in  Atlanta. 
Georgia. 

(39)  A  ten  mile  extension  from  the  Blue 
Ridge  Parkway  to  the  Explore  Project  (a 
5,000  acre  tourist  destination  located  in  the 
Roanoke  Valley  in  western  Virginia). 

(40)  The  restoration  of  the  Martin  Luther 
King  bridge  connecting  the  metro  east  area 
in  Illinois  and  St.  Louis,  Missouri. 

(41)  The  improvement  of  the  Boulder 
Highway  in  Henderson,  Nevada  creating  a 
landscaped  environment. 

(42)  Highway  bridge  at  Lock  &  Dam  4 
near  Pine  Bluff.  Arkansas. 

(43)  The  extension  of  1-49  for.  6.7  miles  in 
the  Shreveport  and  Lafayette,  Louisiana  vi- 
cinities. 

(44)  The  Cline  Avenue/I-94  Interchange 
in  East  Chicago,  Indiana. 

(45)  The  demonstration  of  the  state  of  the 
art  highway  technologies  on  U.S.  220  in 
Blair  County,  Pennsylvania. 

(46)  The  Basin  Street  Railroad  Crossing. 
To  secure  funding  for  a  railroad  grade  cross- 
ing project  in  Allentown,  Pennsylvania. 

(47)  The  Southern  Expressway  project  in 
Pittsburgh,  Pennsylvania.  To  enable  traffic 
to  bypass  airport  and  local  roads  that  access 
the  Pittsburgh  Airport. 

(48)  The  Ebsenberg  Bypass.  To  divert  traf- 
fic from  Route  219  in  Ebsenberg,  Pemisylva- 
nia,  to  a  5.1  mile  relocated  segment. 

(49)  The  Chambersburg,  Pennsylvania 
interchange  project,  located  in  Franklin 
County.  To  relieve  traffic  congestion  at  an 
existing  interchange  on  a  north-south  inter- 
state route  and  to  provide  access  to  Cham- 
bersburg, Pennsylvania. 

(50)  The  Chadvllle,  Pennsylvania  highway 
project.  To  relocate  and  reconstruct  a  3.5 
mile  segment  of  the  Federal-aid  primary 
system  from  the  vicinity  of  Chadville,  Penn- 
sylvania, to  Fairchance,  Pennsylvania. 

(51)  The  Kittanning-BrookvUle,  Pennsyl- 
vania project.  To  reconstruct  approximately 
30  miles  of  a  two-lane  on  the  Federal-aid 
primary  system  between  Kittannlng  and 
Brookville,  Pennsylvania. 

(52)  The  Johnstown  Flood  National  Me- 
morial project.  To  upgrade  a  narrow,  1.3 
mile  access  road  to  the  Johnstown  Flood 
National  Memorial,  near  Johnstown,  Penn- 
sylvania. 

(53)  The  Seltice  Way  project  located  in 
Post  Falls,  Idaho.  The  reconstruction 
project  of  Seltice  Way  through  the  City  of 
Post  Falls,  beginning  at  Pleasant  View  Road 
and  ending  at  Huetter  Road. 

(54)  The  US— 20/26  Highway  Project,  lo- 
cated on  US— 20/26  and  US— 20  between  the 
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Idaho  National  Engineering  Laboratory 
(IKEL)  site  and  the  city  of  Idaho  Falls, 
Idaho. 

(5S>  A  highway  project  In  the  vicinity  of 
Southeast  Baton  Rouge,  Louisiana,  for  the 
purpose  of  demonstrating  methods  by 
which  (a)  the  widening  of  the  on  and  off 
ramps  of  a  full  diamond  Interchange  on  the 
Interstate  System,  and  (b)  the  widening  and 
Improvement  of  the  approaches  on  both 
sides  of  the  Interstate  System,  including 
access  ramps  and  turnouts  therefrom,  of  a 
two  lane  highway  not  on  such  system  and 
construction  of  a  school  bus  loading  area 
immediately  adjacent  thereto,  and  (c)  the 
coordination  of  a  partial  relocation  of  a  two 
lane  highway  not  on  such  system,  will  en- 
hance the  economic  development  of  the 
area  while  removing  safety  hazards,  reduc- 
ing traffic  congestion  at  the  Interstate 
Interchange,  at  the  entrances  to  a  large 
commercial  development  and  a  school,  in- 
cluding the  entrances  to  the  school  bus 
loading  zone. 

(56)  A  highway  project  in  the  vicinity  of 
East  Lafayette  Parish,  Louisiana,  for  the 
purpose  of  demonstrating  the  benefits  of  a 
full  diamond  interchange  connecting  Louisi- 
ana Avenue  on  the  west  banii  of  Bayou  Ver- 
million to  the  Interstate  System  to  improve 
traffic  flow  and  highway  safety  in  the  City 
of  Lafayette. 

(57)  A  highway  project  in  the  vicinity  of 
East  Lafayette,  Louisiana  for  the  purpose  of 
demonstrating  the  benefits  of  providing 
access  to  the  Interstate  System  from  a  state 
highway  not  on  such  system. 

(58)  The  New  Sewicldy  project,  located  in 
the  townships  of  New  Sewickly  and  Conway, 
Pennsylvania.  To  construct  a  two-lane  high- 
way between  the  two  municipalities. 

(59)  A  grade  separation  over  a  rail  high- 
way crossing  at  the  Intersection  of  U.S.  41 
and  Causeway  Boulevard  in  the  vicinity  of 
Tampa,  Florida,  to  relieve  motor  vehicle 
congestion  resulting  from  the  transporta- 
tion of  freight  to  and  from  areas  for  the 
transshipment  of  waterbome  commerce. 

(60)  A  highway  project  to  demonstrate 
methods  of  improving  highway  safety  by 
maldng  improvements  to  a  road  providing 
direct  access  from  the  Port  Campbell  Mili- 
tary Reservation  to  the  City  of  Clarltsville, 
Tennessee. 

(61)  To  perform  a  study  to  determine  the 
benefits  and  cost  associated  with  making 
Route  22  West  from  Ebensburg,  Pennsylva- 
nia to  Pittsburgh,  Pennsylvania  a  four  land 
road.  Preliminary  design  and  engineering  is 
to  be  included  in  this  study.  This  segment  of 
Route  22  is  a  dangerous  road  which  varies 
from  two  to  three  to  four  lanes.  A  four  lane 
road  would  benefit  commerce  and  safety. 
This  project  should  be  granted  priority 
status  for  construction  funds. 

(62)  To  perform  a  study  to  determine  the 
benefits  and  costs  associated  with  making 
Route  219  from  Somerset,  Pennsylvania  to 
the  Maryland  border  a  four  lane  highway. 
Preliminary  design  and  engineering  is  to  be 
included  in  this  study.  This  segment,  cur- 
rently a  two  lane  road,  would  connect  with 
two  four  lane  segments  to  provide  a  major 
Appalachian  thoroughfare  and  result  in 
jobs  and  safety  benefits.  This  project  should 
be  granted  priority  status  for  construction 
funds. 

(63)  To  perform  a  study  to  determine  the 
benefits  and  costs  sissociated  with  creating  a 
four  lane  highway  from  Route  56  in  Johns- 
town, Pennsylvania  to  Route  22.  Prelimi- 
nary design  and  engineering  is  to  be  includ- 
ed in  this  study.  This  project  should  be 
granted  priority  status  for  construction 
fimds. 


(64)  $184,000  is  needed  to  perform  emer- 
gency repair  to  the  Calhoun  Bridge  (Morrls- 
ville  to  Trenton,  Pennsylvania).  An  accident 
caused  structural  damage  which  necessitat- 
ed closing  the  bridge  until  repairs  can  be  ac- 
complished. Twenty  thousand  cars  per  day 
that  were  regular  users  of  the  bridge  are  in- 
convenienced and  many  businesses  located 
at  this  bridge  are  inconvenienced  as  a  result. 
This  project  should  be  granted  priority 
status  for  construction  funds. 

(65)  To  perform  a  study  to  determine  the 
benefits  and  costs  associated  with  maldng 
Route  15  from  Hunterstown,  Pennsylvania 
to  the  Maryland  Border  four  lanes.  This 
segment  is  currently  two  lanes  and  connects 
two  four  lane  segments.  Many  deaths  occur 
on  this  dangerous  stretch  of  highway.  This 
project  should  be  granted  priority  status  for 
construction  funds. 

(66)  Cline  Avenue  Interchange  Improve- 
ment Project  in  East  Chicago,  Indiana  for 
the  reconstruction  of  an  interchange  at  the 
intersection  of  Cline  Avenue  and  the 
Borman  Expressway. 

(67)  Hammond  Railroad  Relocation 
Project  in  Hammond,  Indiana  to  complete 
acquisition  of  right-of-way  and  construction 
of  the  Hohman  Avenue  underpass  to  im- 
prove transportation  and  economic  benefits 
to  the  commimity. 

(68)  Lafayette  Railroad  Relocation  in  La- 
fayette, Indiana  to  reroute  rail  traffic  to  a 
single  corridor  with  few  crossings  reducing 
the  threat  posed  to  the  RAfpty  of  the  local 
citizens  by  over  40  rail-highway  intersec- 
tions. 

(69)  U.S.  75  North  Central  Expressway 
Extension— combines  several  individual 
projects  which  involve  construction  of  addi- 
tional lanes,  more  efficient  interchanges, 
and  improved  bridge  structures  for  added 
capacity  and  safer  travel  on  a  Federal-aid 
Primary  System  highway.  Improvements  to 
this  major  north-south  route  in  north  cen- 
tral Texas  near  Dallas  would  cover  15.4 
miles  of  highway  from  Interstate  635  in 
Dallas  County  to  State  Highway  121  in 
Collin  County.  Cost  of  the  project  is  esti- 
mated at  $134.5  million. 

(70)  Interstate  Highway  30  Interchange 
("West  Leg")— Ft.  Worth,  Texas— recon- 
structs and  widens  a  critical  interchange  in- 
volving major,  heavily-traveled  East-West 
and  North-South  Interstate  Highways  (IH 
30  and  IH  35,  respectively). 

Mr.  SYMMS.  Mr.  President,  this 
amendment  is  a  package  of  highway 
and  bridge  projects  to  be  added  to  sec- 
tion 139,  subsection  (a)  of  the  bill  as 
reported  by  the  committee.  Section 
139  is  our  priority  project  provision 
which  authorizes  a  State  to  use  any  of 
its  regularly  apportioned  highway 
funds  for  a  project  identified  in  the 
biU  as  a  priority  project.  While  no  ad- 
ditional Federal  funds  are  provided  for 
these  projects.  States  will  have  the 
maximum  possible  funding  flexibility 
if  they  choose  to  build  these  projects 
using  their  regularly  apportioned  Fed- 
eral-aid highway  fimds.  Members  who 
have  requested  that  projects  in  their 
State  be  Included  as  priority  projects 
are  cosponsors  of  this  amendment. 

Over  the  last  several  years,  the  num- 
bers of  "demonstration  projects"  has 
mushroomed  to  the  point  where  H.R. 
3129,  the  House  highway  bill,  contains 
about  100  such  projects  at  an  estimat- 
ed total  construction  cost  of  $4.2  bil- 


lion. All  of  the  House  projects  are 
funded  entirely  with  Federal  dollars, 
and  that  will  mean  a  significant  reduc- 
tion in  the  regular  Federal-aid  high- 
way program  where  the  needs  already 
far  outweigh  available  funds. 

Secretary  Dole  in  a  letter  to  the 
House  Public  Works  Committee  says, 
"The  administration  strongly  opposes 
special  interest  projects  that  distort 
local  and  State  priorities,  particularly 
those  that  require  little  or  no  match- 
ing commitment  of  funds.  In  a  time  of 
budget  austerity,  it  is  particularly  im- 
portant that  local  and  State  officials 
have  the  opportunity  to  use  Federal 
assistance  for  their  highest  priority 
projects." 

Also  opposed  is  the  American  Asso- 
ciation of  State  Highway  and  Trans- 
portation Officials.  AASHTO  recom- 
mends, "Special  demonstration 
projects  outside  of  normal  authoriza- 
tions should  be  eliminated.  The  ongo- 
ing drain  of  these  projects  on  the 
Highway  Trust  Fimd  is  significant  and 
should  not  continue." 

Recently  the  Wall  Street  Journal 
ran  an  article  on  the  House  highway 
bill,  saying:  "Many  critics  argue  that 
the  projects  represent  blatant  pork- 
barrel  spending— which  has  been  rela- 
tively unusual  in  the  Federal-aid  high- 
way program,  although  common  in 
the  water-projects  program.  Others 
say  the  special  projects  violate  the  tra- 
dition of  letting  the  States  set  their 
own  highway  priorities.  The  issue  is  so 
contentious  that  it  could  imperil  pas- 
sage of  final  highway  legislation  this 
year." 

Highway  demonstration  projects 
were  the  subject  of  a  Washington  Post 
lead  editorial  a  few  weeks  ago  entitled 
"Paved  With  Gold."  According  to  the 
editorial,  "The  crest  of  the  House 
Public  Works  Committee  should  be  a 
cement  truck  emblazoned  on  a  field  of 
votes.  The  latest  example  is  the  high- 
way bill  the  House  passed  as  it  was 
leaving  town.  The  bill  •  •  •  bespeaks 
an  astonishing  interest  in  research. 
There  are  about  100  demonstration 
projects— roughly  one  for  every  fourth 
congressional  district.  The  estimate  is 
that  they  would  eventually  cost  $4.2 
biUion." 

I  believe  that  S.  2405  provides  a 
better  approach.  Throughout  its  histo- 
ry, the  Federal-aid  highway  program 
has  been  successful  because  of  a 
strong  Federal-State  partnership.  Sec- 
tion 139  aUows  for  the  designation  of 
high  priority  projects  at  the  Federal 
level,  but  States  will  make  the  actual 
request  to  the  Secretary  of  Transpor- 
tation. In  each  case,  funding  will  come 
from  a  State's  regular  Federal-aid  ap- 
portionment. A  State  will  be  able  to 
choose  funds  from  any  Federal-aid  cat- 
egory, and  the  match  requirement  will 
then  be  based  on  the  category  of  Fed- 
eral-aid apportionment  used. 
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The  priority  projects  listed  in  S. 
2405.  section  139  will  not  lead  to  addi- 
tional Federal  spending.  Funding  must 
come  from  a  State's  existing,  regular 
apportionment.  All  such  projects  must 
be  on  the  Federal-aid  system  and  must 
meet  all  the  requirements  of  title  23. 1 
urge  my  colleagues  to  support  the 
more  reasonable  and  fiscally  responsi- 
ble approach  to  projects  contained  in 
S.  2405. 

We  have  worked  with  various  Sena- 
tors to  accept  the  so-called  demonstra- 
tion projects  that  they  had  in  their 
States,  and  they  are  part  of  this 
amendment.  But  the  State  will  make 
the  determination  as  to  which  high- 
way funds  it  will  apportion  for  it  and 
it  will  not  reduce  the  amount  of 
money  that  is  available  to  apportion 
out  through  the  formula  system  that 
we  have  developed  over  the  years  in 
the  Federal-State  Highway  Program.  I 
think  it  is  an  important  amendment 
and  I  urge  its  support  by  my  col- 
leagues.         

Mr.  WARNER.  Mr.  President,  I  rise 
as  a  cosponsor  of  the  chairman's 
amendment  authorizing  the  construc- 
tion of  a  scenic  parkway  along  the  Ro- 
anoke River  in  Virginia  as  a  demon- 
stration project  in  S.  2405. 

The  25-mile  parkway  road  will  inter- 
sect Interstate  81,  travel  through 
downtown  Roanoke,  cross  the  Blue 
Ridge  Parkway,  connect  the  Explore 
project,  and  extend  beyond  to  the 
Booker  T.  Washington  National 
Monument. 

The  Explore  project  will  be  a  5,000 
acre  tourist  destination  located  in  the 
Roanoke  Valley  that  will  consist  of  a 
zoological  park  and  cultural  activities 
depicting  the  westward  movement  be- 
ginning with  the  Lewis  and  Clark  ex- 
pedition commissioned  by  President 
Thomas  Jefferson. 

This  parkway  wiU  be  the  link  to  our 
Nation's  second  most  popular  national 
park  site,  the  Blue  Ridge  Parkway,  the 
unique  Virginia  Museum  of  Transpor- 
tation, the  ambitious  Explore  project, 
and  one  of  our  most  important  monu- 
ments to  Black  heritage. 

F\irther  this  parkway  will  protect 
the  Blue  Ridge  Parkway  from  en- 
croaching development  from  the  Roa- 
noke metropolitan  area,  as  well  as  pro- 
tect the  flood  plain  of  the  Roanoke 
River. 

I  am  convinced  this  parkway  will  act 
as  a  model  and  stimulus  for  the  con- 
struction of  similar  parkways.  I  urge 
my  colleagues  to  adopt  this  committee 
amendment. 

ROAMOKX  PARKWAY  DEMONSTRATION  PROJECT 

Mr.  TRIBLE.  Mr.  President,  this 
amendment  authorizes  the  Roanoke 
Parkway  as  a  demonstration  project  in 
the  Senate  highway  bill. 

The  construction  of  this  parkway  is 
the  key  element  of  an  ambitious  con- 
servation, preservation,  and  beautif  ica- 
tion  project  which  is  supported  by  all 
local  governments,  and  the  Common- 


wealth of  Virginia.  The  complete 
project  envisions  a  major  zoo.  a  trans- 
portation museum,  and  other  attrac- 
tions. 

I  want  to  emphasize  that  this  under- 
taking is  a  true  demonstration  project. 
It  would  develop  design  criteria  for 
highways,  park  roads,  and  scenic  park- 
ways in  urban  areas  throughout  Amer- 
ica. This  development  could  act  as  a 
model  for  similar  projects  intended  to 
preserve,  protect,  and  increase  public 
access  to  priceless  natural  assets. 

In  addition,  construction  ol  the 
parkway  will  add  to  the  luster  of  one 
of  our  Nation's  premier  tourist  attrac- 
tions the  Blue  Ridge  Parkway.  "The 
park  planned  on  either  side  of  the 
parkway  will  protect  the  Blue  Ridge 
Parkway  from  encroachment  by  devel- 
opment. Moreover,  the  project  will  in- 
clude a  visitors  center  providing  infor- 
mation about  the  entire  region. 

Twenty  million  dollars  is  a  small 
price  to  pay  for  the  benefits.  It  will 
protect  the  Roanoke  River  flood  plain, 
an  area  that  was  so  heavily  damaged 
by  extensive  flooding  last  year.  It  will 
lead  to  acquisition  of  5,000  acres  of 
park  land,  enhance  the  quality  of  life 
and  economic  growth  in  western  Vir- 
ginia, and  bring  about  700  new  jobs. 
This  Federal  funding  will  leverage  a 
minimum  of  $20  million  in  State 
money  and  stimulate  over  $30  million 
in  private  investments. 

A  recent  issue  of  Southern  Living 
magazine  features  an  article  on  west- 
em  Virginia,  aptly  describing  the 
valley  of  the  Blue  Ridge  as  America's 
"first  frontier."  The  American  move 
westward  was  engineered  by  such 
western  Virginians  as  Lewis  and  Clark. 
Thomas  Jefferson,  Thomas  Walker, 
Sam  Houston,  Cyrus  McCormick,  and 
Abraham  Lincoln's  father.  This  park- 
way will  assist  us  in  preserving  this 
precious  legacy. 

The  project  will  make  a  major  con- 
tribution to  history,  education,  recrea- 
tion, conservation,  and  research  and  I 
urge  its  authorization. 

Mr.  MATTINGLY.  Mr.  President, 
this  amendment  will  rectify  a  serious 
problem  that  currently  exists.  The 
Eugene  Talmadge  Memorial  Bridge 
spans  the  Savannah  River  In  Savan- 
nah. GA.  Back  on  July  23.  1983.  a 
vessel  participating  as  part  of  a  rapid 
deployment  force  exercise  struck  and 
severely  damaged  the  bridge,  which  is 
a  two-lane  structure  constructed  in 
1954.  The  bridge  was  rendered  useless 
for  90  days. 

Now,  Mr.  President,  this  accident 
provided  evidence  of  the  severe  hard- 
ships caused  by  the  present  bridge. 
The  role  of  Savannah  as  an  interna- 
tional transportation  center  is  an  es- 
tablished and  growing  one.  But  the 
bridge  provides  a  serious  and  danger- 
ous impediment. 

The  amendment  being  offered  to  the 
highway  reauthorization  bill  today 
will  correct  this  unfortunate  situation. 


It  will  designate  the  Talmadge  Bridge 
as  a  priority  project  under  section  139 
of  the  bill.  There  is  no  question  that 
the  Talmadge  Bridge  qualifies  as  a 
"priority  project."  This  is  due  to  sever- 
al reasons,  some  of  which  I  would  like 
to  address. 

The  trend  today  is  toward  larger 
ships  calling  on  fewer  ports.  As  the  di- 
mensions of  these  vessels  increase,  the 
safety  window  for  traversing  beneath 
a  bridge  such  as  the  Talmadge  Bridge 
decreases.  Even  if  a  vessel  will  theo- 
retically clear  the  bridge  at  mean  high 
water,  winds  and  varying  higher  tides 
can  reduce  the  clearance  to  a  collision 
condition. 

The  Port  of  Savannah  is  the  leading 
port  for  foreign  trade  among  the  10 
mainland  South  Atlantic  ports.  Savan- 
nah and  Brunswick,  the  two  deepwater 
ports  in  Georgia,  lead  the  South  At- 
lantic area  in  cargo  handled  in  foreign 
commerce.  Georgia's  transportation 
facilities  continue  to  be  one  of  the  top 
reasons  cited  by  foreign  investors  for 
locating  in  Georgia. 

The  continuing  presence  of  this 
style  of  bridge,  with  its  serious  height 
constraint,  will  choke  foreign  trade  at 
this  port  and  will  be  detrimental  to 
the  entire  South  Atlantic,  the  east 
coast,  and  the  25-State  trade  hinter- 
land. With  trade  implications  for  the 
United  States  foremost  in  our  minds 
now,  I  believe  we  must  work  to  make 
absolutely  certain  our  ports  are  as 
usable  and  conducive  to  trade  as  possi- 
ble. 

Also,  the  present  bridge  has  a  seri- 
ous negative  impact  on  the  national 
military  capability  of  our  country.  The 
U.S.  Army  24th  Infantry  Division  is 
based  at  Hunter  Army  Airfield  in  Sa- 
vannah and  nearby  Fort  Stewart  in 
Hinesville.  GA.  The  Marine  Corps  re- 
cruit training  depot  is  also  very  close, 
sitting  just  across  the  river  at  Parrls 
Island,  SC.  Timely  movement  of  the 
troops  of  both  the  Marine  Corps  or 
the  rapid  deployment  forces  would  be 
severely  constrained  by  the  inadequate 
height  of  the  Talmadge  Bridge,  as  doc- 
umented by  historical  incidents. 

These  are  just  a  few  of  the  reasons 
the  Talmadge  Bridge  qualifies  as  a  pri- 
ority project  under  this  bill.  As  the 
distinguished  chairman  of  the  Envi- 
ronment and  Public  Works  Commit- 
tee. Senator  Stafford,  and  the  distin- 
guished chairman  of  the  Transporta- 
tion Subcommittee.  Senator  Symhs. 
are  well  aware.  I  have  been  working  on 
solving  this  problem  for  a  long  time.  It 
has  been  a  priority  project  of  mine  all 
along,  and  am  pleased  it  is  being  in- 
cluded as  a  priority  project  in  the  bill 
we  are  considering  today. 

Mr.  President,  I  would  like  to  add 
my  appreciation  for  the  hard  work  of 
the  distinguished  chairman  and  my 
colleagues  on  the  committee  in  bring- 
ing this  bill  to  the  Senate  floor  today. 
As  we  all  know,  the  Federal-Aid  High- 
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way  Program  must  be  reauthorized  by 
October  1,  1986.  It  is  essential  to  our 
Nation's  continued  strong  transporta- 
tion system  that  we  do  so,  and  I  com- 
mend them  on  their  tremendous  job  in 
meeting  this  challenge. 

Mr.  HOLLINGS.  Mr.  President,  I  am 
pleased  to  Join  with  the  leadership  of 
the  committee  today  in  cosponsoring 
an  amendment  to  S.  2405,  the  Federal- 
Aid  Highway  Act  of  1986,  authorizing 
Federal  funding  for  certain  critical 
highway  projects  that  otherwise 
might  not  receive  the  moneys  they 
need. 

I  am  particularly  pleased  that  this 
amendment  includes  two  projects  of 
extreme  importance  to  my  constitu- 
ents in  South  Carolina.  The  first  is  the 
authorization  of  Federal  funding  for  a 
connector  between  1-95  near  Florence, 
SC,  and  U.S.  17  near  Myrtle  Beach, 
which  is  located  on  the  Grand  Strand. 
This  69-mile  highway  segment  would 
enable  thousands  of  tourists  to  avoid 
the  tremendous  traffic  jams  they  now 
face  when  making  their  way  to  the 
beaches  of  the  Grand  Strand  every 
simuner  weekend. 

The  second  South  Carolina  project 
included  in  this  amendment  is  authori- 
zation for  the  completion  of  the 
Bobby  Jones  Expressway,  a  bypass 
along  1-20  circling  the  Greater  Augus- 
ta, GA-North  Augusta,  SC,  area.  This 
project  is  also  critical  to  our  State,  as 
areas  around  U.S.  25,  South  Carolina 
Highway  One,  1-20,  North  Augusta, 
Belvedere  and  Clearwater  are  growing 
by  leaps  and  bounds.  Properties  are 
being  developed.  Access  is  needed  as 
soon  as  possible  to  ensure  that  the 
economic  growth  in  these  areas  is  not 
constrained  by  traffic  congestion. 

Without  this  amendment,  which  will 
allow  the  use  of  90  percent  Federal 
funding,  these  projects  would  take 
years  to  complete  and  would  result  in 
the  loss  of  jobs  and  revenues  from 
tourism  and  development. 

I  want  to  thank  the  committee  lead- 
ership. Senators  Stafford  and  Bent- 
SEK,  for  their  assistance  in  accepting 
these  projects  as  a  part  of  this  amend- 
ment and  this  important  bill.  We  have 
demonstrated  the  need  and  they  know 
its  important  to  South  Carolina. 

Mr.  JOHNSTON.  Mr.  President,  as 
the  date  for  expiration  of  the  Federal- 
Aid  Highway  Program  draws  near,  I 
am  relieved  that  the  Senate  is  finally 
considering  legislation  to  reauthorize 
the  program  for  an  additional  4  years. 
Reauthorization  of  the  program  in  a 
timely  manner  will  allow  the  States  to 
continue  to  receive  the  funding  that  is 
so  desperately  needed  to  maintain  our 
country's  infrastructure.  In  this 
regard,  I  am  pleased  that  the  commit- 
tee has  recognized  that  additions^ 
highway  needs  have  arisen  since  adop- 
tion of  the  Surface  Transportation  As- 
sistance Act  of  1982  [STAA]  and  is 
willing  to  give  the  States  flexibility  to 
meet  these  needs  with  the  Federal 


funds  that  are  currently  available  to 
the  State  for  road  construction  and 
repair  purposes.  I  regret  that  given 
the  current  fiscal  deficit,  the  commit- 
tee does  not  feel  it  can  earmark  extra 
funding  for  the  needs;  however,  I  hope 
that  we  will  be  able  to  correct  this 
problem  in  the  future. 

Mr.  President,  since  adoption  of  the 
STAA  Louisiana  has  developed  a 
number  of  highway-related  problems 
that  deserve  immediate  attention. 
Four  of  these  projects  are  included  in 
the  committee  amendment.  I  am 
thankful  to  the  committee  for  agree- 
ing to  include  them  in  the  pending 
amendment.  Specifically,  the  amend- 
ment will  give  the  State  authority  to 
use  all  of  its  highway  funds  to  extend 
1-49  in  the  Shreveport  and  Ldiayette 
vicinities,  four  lane  Siegen  Liane  in 
Baton  Rouge  and  construct  two  inter- 
changes to  I-IO  in  Lafayette.  I  would 
like  to  briefly  describe  the  need  for 
these  projects  to  my  colleagues. 

In  the  early  1970's,  Congress  author- 
ized construction  of  1-49  in  Louisiana. 
1-49  is  206  miles  long  and  it  is  the  only 
major  north-south  highway  in  the 
State.  It  begins  at  an  intersection  with 
I-IO  in  Lafayette  and  extends  in  a 
northerly  direction  to  its  termination 
with  1-20  in  Shreveport.  Shreveport  is 
my  home  town  and  it  is  located  in  the 
northwest  comer  of  the  State. 

The  problem,  Mr.  President,  is  that 
when  we  authorized  1-49,  we  connect- 
ed I-IO  in  southcentral  Louisiana  with 
1-20  in  north  Louisiana.  However, 
both  of  these  termination  points 
empty  the  traffic  from  the  interstate 
into  the  middle  of  a  major  city.  By  ex- 
tending 1-49  approximately  3  miles  in 
each  direction,  we  can  alleviate  this 
problem  and  vastly  improve  our  Na- 
tional Defense  Highway  System. 

As  I  mentioned,  Mr.  President,  with- 
out these  extensions  the  traffic  from 
1-49  will  empty  into  the  middle  of 
busy  cities.  For  example,  if  we  do  not 
extend  the  northern  terminal  of  1-49 
from  1-20  to  1-220,  the  1-49  traffic  will 
have  to  use  city  streets  to  reach  the 
next  controlled  access  route.  Most 
likely,  motorists  will  use  Allen  and 
Western,  two  small  roads  near  the 
present  terminal  of  1-49  in  Shreveport. 
I  am  very  familiar  with  both  of  these 
roads. 

Current  plans  call  for  making  Allen 
a  one-way  road  going  south  and  West- 
em  a  one-way  road  going  north.  Pres- 
ently, the  traffic  flow  is  about  3,400 
vehicles  per  day  on  Allen  and  about 
6,300  vehicles  per  day  on  Western. 
Upon  completion  of  1-49  in  the 
Shreveport  area,  traffic  is  expected  to 
increase  to  approximately  13,083  vehi- 
cles per  day.  on  Allen  and  to  17,667  ve- 
hicles per  day  on  Western.  That 
means  that  when  1-49  is  completed, 
three  times  as  many  vehicles  will  be 
dumped  into  downtown  Shreveport. 
Mr.  President.  Allen  and  Westem  are 
your  typical  city  streets.  They  are  very 


small,  modest  streets  and  the  project- 
ed increase  in  traffic  on  them  will 
create  an  impossible  traffic  situation. 

Alternatively,  to  reach  1-220  a  mo- 
torist could  take  1-20  to  Market 
Street.  However,  if  he  went  down 
Market  Street,  he  would  have  to  travel 
through  12  traffic  lights  in  the  heart 
of  downtown  Shreveport.  Consequent- 
ly, the  present  design  of  1-49  defeats 
the  reason  for  having  an  interstate 
road  because  you  will  be  dumping  traf- 
fic into  the  middle  of  a  city. 

Mr.  President,  the  situation  in  La- 
fayette is  equally  as  difficult  as  the  sit- 
uation in  Shreveport.  Presently,  1-49 
terminates  at  an  intersection  with  I-IO 
in  Lafayette.  A  3-mile  stretch  of  road, 
Icnown  as  the  Evangeline  Thruway, 
then  connects  1-49  with  U.S.  90,  the 
major  east-west  highway  in  southern 
Louisiana. 

The  Evangeline  Thruway  sounds 
like  a  substantial  road  and  it  was  a 
good  road  when  it  was  built.  However, 
the  thruway  is  currently  handling  1.49 
times  the  traffic  it  was  designed  to 
handle  and  it  is  terribly  congested.  Mr. 
President,  the  Evangeline  Thruway  is 
presently  servicing  45,000  vehicles  per 
day.  Once  1-49  is  completed,  it  is  ex- 
pected to  service  from  60,000  to  65,000 
vehicles  per  day. 

Moreover,  Mr.  President,  the  Evan- 
geline Tliruway  intersects  with  27  dif- 
ferent roads.  Nine  of  these  intersec- 
tions are  major  intersections,  with 
traffic  at  these  intersections  being 
controlled  by  stop  lights.  At  the  re- 
maining 18  intersections,  traffic  enter- 
ing the  Evangeline  Thruway  is  con- 
trolled by  stop  signs. 

Mr.  President,  I  do  not  know  of  any 
noncontroUed  access  road  in  the  coun- 
try that  can  service  traffic  of  this  mag- 
nitude. It  is  virtually  impossible  to 
cross  a  road  that  is  servicing  60.000  to 
65,000  vehicles  per  day.  The  situation 
is  a  mess  now  and  if  we  do  not  do 
something  about  it  we  are  going  to 
have  a  gridlock. 

Mr.  President,  Lafayette  has  grown 
very  quickly  from  a  small  sleepy  coun- 
try town  to  the  capital  of  the  oil  in- 
dustry in  Louisiana.  In  fact,  last  year  a 
New  York  Times  article  stated  that 
Lafayette  is  one  of  the  Nation's  fastest 
growing  metropolitan  areas,  having 
grown  19  percent  since  1980.  Because 
of  the  fast  pace  at  which  this  town  has 
grown,  the  roads  were  not  designed  for 
easy  access  or  for  heavy  concentra- 
tions of  traffic.  Consequently,  today, 
Lafayette  is  a  mess  in  terms  of  traffic 
control  and  this  situation  will  deterio- 
rate further  unless  we  do  something 
about  it. 

Mr.  President,  the  House  has  also 
recognized  the  seriousness  of  this  situ- 
ation and  has  authorized  $40  million 
for  preliminary  engineering  and  design 
work.  I  hope  the  conferees  will  be  able 
to  favorably  resolve  this  issue. 
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Mr.  President,  the  committee 
amendment  also  authorizes  Federal 
funding  for  the  construction  of  two 
interchanges  to  I-IO  in  Lafayette. 
Both  of  these  ramps  are  located  on 
the  East  Side  of  the  city  and  wiU  serve 
as  a  near-term  solution  to  the  traffic 
situation  on  Evangeline  Thruway.  One 
of  the  interchanges  wlU  connect  Lou- 
isiana Avenue  on  the  west  bank  of 
Bayou  Vermilion  to  I-IO.  The  second 
interchange  will  provide  access  to  the 
Interstate  System  from  Louisiana 
Highway  354. 

Finally,  Mr.  Chairman,  the  commit- 
tee amendment  authorizes  the  four 
lanlng  of  Slegen  Lane  near  I-IO  in 
Baton  Rouge.  This  project  is  an  excel- 
lent example  of  State,  private,  and 
Federal  interests  working  together  to 
meet  our  ever-growing  highway  needs. 
Slegen  Lane  is  currently  a  two-lane 
road  located  in  an  area  that  is  rapidly 
growing.  Mall  Properties,  Inc.,  is  cur- 
rently constructing  a  1.2-million- 
square-foot  regional  maU  on  a  400-acre 
site  adjacent  to  Siegen  Lane.  Rush 
hour  traffic  Jams  are  already  an  every- 
day occiirrence  on  this  section  of 
Siegen  Lane  and  will  only  grow  once 
the  maU  is  completed.  This  mall  is  pro- 
jected to  provide  more  than  2,000  con- 
struction and  2.000  permanent  jobs. 
State  and  private  interests  have  al- 
ready committed  one-half  to  three- 
fourths  of  the  funds  that  are  neces- 
sary to  four  lane  Siegen  Lane.  Conse- 
quently, I  appreciate  the  committee's 
willingness  to  address  this  need  in  S. 
2405. 

Mr.  BYRD.  Mr.  President,  I  support 
this  amendment,  which  includes  provi- 
sions to  authorize  construction  of  the 
New  River  Parkway.  This  parkway  will 
be  a  new  two-lane  scenic  highway  that 
would  connect  with  1-64  and  run 
through  the  New  River  National  River 
Area. 

The  New  River  Gorge  has  been 
called  the  Grand  Canyon  of  the  East. 
It  is  the  premier  white  water  rafting 
spot  east  of  the  Colorado  Rockies.  The 
natural  beauty  of  this  area  is  not 
foimd  in  many  other  plsu:es  in  this 
country.  Those  traveling  the  parkway 
wlU  be  able  to  see  Sandstone  Falls, 
which  is  the  most  significant  geologic 
fault  on  the  New  River.  Some  claim 
that  the  New  River  is  the  oldest  river 
In  the  world. 

The  construction  of  the  New  River 
Parkway  will  not  only  enable  people  to 
enjoy  this  natural  beauty,  but  it  will 
also  open  up  the  area  to  greater  tour- 
ism, and  provide  economic  benefits  to 
a  State  that  has  suffered  from  high, 
long-term  unemployment. 

I  urge  the  adoption  of  this  amend- 
ment. 

PRIORITT  PROJCCTS 

Mr.  SPECTER.  Mr.  President,  at 
this  time  I  wish  to  speak  in  support  of 
projects  of  great  importance  to  my 
State  of  Pennsylvania,  which  were 
listed  as  priority  projects  pursuant  to 


section  139  of  S.  2405  at  my  request. 
These  projects  will  benefit  from  the 
improved  flexibility  given  the  States 
in  financing  them  through  any  Feder- 
al-aid funding  category. 

EBENSBURG  BYPASS 

Construction  of  the  Ebensburg 
Bjrpass  in  Cambria  County  will  require 
$28  million  between  1987  and  1991. 
Currently  traffic  on  Route  219  is 
abruptly  forced  off  the  multllane,  lim- 
ited-access highway  and  onto  local 
streets,  where  it  is  consequently  im- 
mersed in  local  traffic  where  Route 
422  crosses  it  at  Ebensburg.  Construc- 
tion, for  which  the  Pennsylvania  De- 
partment of  Transportation  has  al- 
ready begun  engineering,  would  divert 
traffic  to  a  relocated  5.1-mile  segment. 

ROUTE  330 

Construction  of  Route  220  in  Blair 
County  will  require  $90  million  over 
the  life  of  the  Federal  Aid  Highway 
Act  of  1986.  The  project  will  demon- 
strate the  cutting  edge  of  techniques 
to  guide  drivers,  such  as  pavement 
markings  and  vegetation,  which  great- 
ly enhance  highway  safety.  An  antici- 
pated 10.000  cars  daily  will  benefit 
from  improvements  on  this  new  seg- 
ment, which  will  close  the  only  gap— 
11.9  miles— in  the  multllane  limited- 
access  road  connecting  the  Pennsylva- 
nia Turnpike  and  the  Tyrone  Bjrpass. 

BASIN  STREET  RAIL  CROSSING 

Traffic  tieups  where  Basin  Street  in 
AUentown  intersects  a  Conrail  grade 
crossing  have  plagued  the  Lehigh 
Valley  for  more  than  a  decade.  This 
crossing  has  restricted  the  traffic  flow 
in  East  AUentown  significantly  and 
has  hampered  economic  development 
in  the  area  for  many  years.  The 
project  would  require  $6  million  over  3 
years,  and  is  no  less  deserving  of  con- 
sideration today  than  when  I  original- 
ly requested  its  inclusion  2  years  ago. 

SODTHERN  EXPRESSWAY 

A  project  deserving  of  priority  desig- 
nation is  the  Southern  Expressway, 
which  will  serve  the  most  important 
economic  development  project  in  west- 
em  Pennsylvania,  the  Rttsburgh  Air- 
port Midfield  Terminal.  The  Southern 
Expressway,  which  will  require  $5.5 
million  in  1987  for  preliminary  engi- 
neering and  design,  is  an  essential  ele- 
ment of  the  airport  improvements,  as 
it  will  enable  traffic  to  bypass  airport 
and  local  roads  that  hamper  access  to 
the  Pittsburgh  Airport. 

NEW  SEWICKLY  TO  CONWAY 

A  project  very  worthy  of  mention  is 
construction  of  a  two-lane  highway  be- 
tween the  township  of  New  Sewicldy 
and  the  borough  of  Conway.  This 
project  will  demonstrate  methods  of 
accommodating  increasing  truck  traf- 
fic and  improving  highway  safety,  and 
will  require  $13.4  million  in  1990. 

JOHNSTOWN  ACCESS  ROAD 

A  sum  of  $720,000  authorized  to  be 
spent  in  1987  wiU  enable  the  State  to 
upgrade  a  1.3-mlle  access  road  to  the 


Johnstown  Flood  National  Memorial 
in  the  vicinity  of  Croyle  Township. 
PA. 

KITTANING  TO  BROOKVILLX 

I  have  requested  that  $2  million  be 
spent  over  the  life  of  this  bill  to  recon- 
struct approximately  30  miles  of  a 
two-lane  road  on  the  Federal-aid  pri- 
mary system  between  Kittaning  and 
Brookville,  PA.  The  cost-effective 
method  proposed  will  improve  a  rural 
highway  so  that  it  will  be  better  able 
to  accommodate  wider  and  longer 
trucks. 

CHAMBERSBITRG  INTERCHANGE 

Also,  $5  million  in  1988  wUl  pay  for 
construction  of  an  interchange  on  a 
north-south  interstate  route  providing 
access  to  Chambersbiu-g,  PA.  Comple- 
tion of  this  project  will  relieve  traffic 
congestion  on  an  existing  interchange 
on  Interstate  81.  This  project  is  crucial 
to  maintaining  and  attracting  business 
and  Jobs  to  the  area  around  the 
interchange. 

U.S.  1 19-CHADVIIXE  TO  FAIRCHANCE 

Also,  $7.5  million  spent  between  1989 
and  1991  would  provide  for  the  reloca- 
tion and  reconstruction  of  a  3.5-mile 
segment  of  U.S.  119  from  the  vicinity 
of  Uniontown  Bypass  at  Chadvllle.  PA, 
to  Pennsylvania  Legislative  Route 
26082  in  the  vicinity  of  Fairchance. 
Construction,  it  is  predicted,  will  en- 
hance development  of  a  major  indus- 
trial site  in  the  region. 

CALHOUN  STREET  BRIDGE— MORRISVILLE  TO 
TRENTON 

A  sum  of  $180,000  is  needed  for 
emergency  reconstruction  of  a  bridge 
between  Morrisville,  PA,  and  Trenton, 
NJ,  that  was  made  impassable  after 
being  struck  by  a  vehicle;  20,000  vehi- 
cles daily  that  would  ordinarily  use 
the  bridge  cannot  do  so,  a  tremendous 
negative  Impact  on  local  businesses. 

ROUTE  319— SOMERSET.  PA.  TO  THE  HARYLAND 
BORDER 

I  am  requesting  a  study  to  investi- 
gate the  costs  and  benefits  and  to  per- 
form preliminary  design  and  engineer- 
ing, as  well  as  grant  priority  status  for 
construction  of  a  project  to  connect 
two  four-lane  segments  and  make  a 
complete  throughway  from  Johnstown 
to  the  Maryland  border  by  making  the 
two-lane  segment  of  Route  219  be- 
tween Somerset.  PA,  and  Maryland  a 
four-lane  highway.  The  road  would 
greatly  aid  economic  growth  in  the 
area. 

ROUTE  33— EBENSBURG  TO  PITTSBURGH 

I  am  requesting  a  study  that  would 
investigate  the  cost  and  benefits  of 
making  Route  22  between  Ebensburg 
and  Pittsburgh  completely  four  lane. 
Preliminary  design  and  engineering 
and  priority  status  for  construction 
funds  would  be  authorized.  This  road 
is  a  very  dangerous  thoroughfare  that 
goes  from  two  to  three  to  sometimes 
four  lanes.  Yet,  it  is  heavily  relied 
upon  by  the  southwestern  Pennsylva- 
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nia  region  for  commerce  and  transpor- 
tation. The  people  along  this  route 
have  long  suffered  the  hazards  and  in- 
convenience of  this  road,  which  also 
hinders  economic  growth. 

ROUTX  S8  TO  ROUTE  23 

I  am  requesting  a  study  that  would 
investigate  making  Route  56  near 
Johnstown  a  four-lane  connector  to 
Route  22.  This  is  currently  a  danger- 
ous two-lane  route  that  hampers  com- 
merce in  an  economically  distressed 
region.  Preliminary  design  and  engi- 
neering and  priority  status  for  con- 
struction f  uinds  would  be  authorized. 

ROUTE  15 — HUHTEKSTOWM,  PA,  TO  THE 
MAHTLAND  BORDER 

I  am  requesting  a  study  that  would 
address  making  a  two-lane  stretch  of 
Route  15  between  Hunterstown  and 
the  Maryland  border  a  four-lane  road. 
This  would  connect  two  four-lane  seg- 
ments. The  current  two-lane  highway 
has  a  very  high  fatality  rate  and 
should  be  upgraded  to  improve  safety 
and  aid  conunerce  and  Jobs  in  the 
area— preliminary  design  and  engi- 
neering and  priority  status  for  con- 
struction funds  would  be  authorized. 

As  you  can  see,  the  priorities  in  my 
State  are  many  and  varied.  Yet,  they 
bear  common  themes  of  sparking  in- 
dustrial development,  improving 
safety  and  highway  technologies,  and 
completing  missing  links  in  the  Com- 
monwealth's transportation  network. 
As  Pennsylvania  serves  as  the  key- 
stone to  commercial  transportation  in 
the  Northeast,  giving  priority  treat- 
ment to  the  project  benefits  the 
Nation  as  well.  I  would  like  to  thank 
the  distinguished  chairman  of  the  En- 
vironment and  Public  Works  Commit- 
tee, and  the  distinguished  chairman  of 
its  Subcommittee  on  Transportation, 
for  their  cooperation  in  my  efforts  to 
secure  this  priority  designation  for 
these  projects.  Naturally,  I  will  appre- 
ciate their  best  efforts  at  preserving 
this  special  treatment  for  the  Pennsy- 
vania  projects  I  have  described  as  S. 
2405  moves  through  the  conference. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  amend- 
ment? If  not,  the  question  is  on  agree- 
ing to  the  amendment. 

Mr.  SYMMS.  I  might  just  say,  Mr. 
President,  before  the  vote  is  taken, 
that  the  distinguished  ranlcing 
member  of  the  committee,  Senator 
BuRoicK,  supports  this  amendment 
and  is  also  a  cosponsor  of  it. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend- 
ment. 

The  amendment  (No.  2877)  was 
agreed  to. 

Mr.  SYMMS.  I  move  to  reconsider 
the  vote  by  which  the  amendment  was 
agreed  to. 

Mr.  STAFFORD.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


D  2000 

AHENSKENT  NO.  3878 

Mr.  STAFFORD.  Mr.  President,  on 
behalf  of  Senator  Durenberger,  I  send 
an  amendment  to  the  desk  and  ask 
that  it  be  stated.  

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  bill  clerk  read  as  follows: 

The  Senator  from  Vermont  [Mr.  Stat- 
FORD],  for  Mr.  Durenberger,  proposes  an 
amendment  nimibered  2878. 

Mr.  STAFFORD.  Mr.  President,  I 
ask  unanimous  consent  that  reading  of 
the  amendment  be  dispensed  with. 

The  PRESIDING  OFFICER  (Mr. 
Brothill).  Without  objection,  it  is  so 
ordered. 

The  amendment  is  as  follows: 

At  the  end  thereof  add  the  following 
new  part: 

PART  — 
Sec.  1.  That  this  Act  may  be  cited  as  the 
"Uniform  Relocation  Act  Amendments  of 
1986." 

TITLE  I-GENERAL  PROVISIONS 

DEFINITIONS 

Sec.  101.  (a)  Section  101(1)  (42  U.S.C. 
4601(1))  of  the  Uniform  Relocation  Assist- 
ance and  Real  Property  Acquisition  Policies 
Act  of  1970  (hereinafter  the  'Uniform  Act") 
is  amended  by  striking  out  '(except  the  Na- 
tional Capital  Housing  Authority)"  and 
"(except  the  District  of  Columbia  Redevel- 
opment Land  Agency)". 

(b)  Section  101(3)  of  the  Uniform  Act  (42 
U.S.C.  4601(3))  is  amended  to  read  as  fol- 
lows: 

"(3)  The  term  'State  agency'  means  any 
entity  which  has  eminent  domain  authority 
under  State  law.". 

(c)  Section  101(4)  of  the  Uniform  Act  (42 
U.S.C.  4601(4))  is  amended  by  inserting,  "or 
mortgage  Interest  subsidy  to  a  person"  after 
"insurance". 

(d)  Section  101(6)  of  the  Uniform  Act  (42 
U.S.C.  4601(6))  is  amended  to  read  as  fol- 
lows: 

"(6)  The  term  'displaced  person'  means— 

"(A)  except  as  provided  under  paragraph 
(E)  (with  respect  to  a  utility  on  real  proper- 
ty under  the  control  or  ownership  of  a  State 
or  local  agency),  any  person  who  moves 
from  real  property,  moves  personal  proper- 
ty, or  moves  a  business  or  farm  operation,  as 
a  direct  result  of  a  written  notice  of  Intent 
to  acquire  or  the  acquisition  of  such  real 
property  in  whole  or  In  part  for  a  program 
or  project  undertaken  by  a  Federal  agency 
or  with  Federal  financial  assistance; 

"(B)  solely  for  the  purpose  of  subsections 
(a)  and  (b)  of  section  202  and  of  section  205, 
any  person  who  moves  from  real  property  or 
moves  personal  property  from  real  proper- 
ty- 

"(1)  as  a  direct  result  of  the  written  notice 
of  intent  to  acquire  or  the  acquisition  of 
other  real  property,  on  which  such  person 
conducts  a  business  or  farm  operation,  for  a 
program  or  project  undertalten  by  a  Federal 
agency  or  with  Federal  financial  assistance; 
and 

"(11)  as  a  direct  result  of  rehabilitation  or 
demolition  for  a  program  or  project  under- 
taken by  a  Federal  agency  or  with  Federal 
financial  assistance,  where  the  person  is  a 
residential  tenant,  farm  operation,  or  a 
small  business  and  where  the  head  of  the 
displacing  agency  determines  that  such  dis- 
placement is  permanent; 


"(C)  solely  for  the  purpose  of  subsections 
(a)  and  (b)  of  section  202  and  of  any  other 
provisions  of  this  Act  which  the  head  of  the 
displacing  agency  may  prescribe,  any  other 
person  who  is  a  residential  tenant,  farm  op- 
eration, or  small  business  and  who  the  head 
of  the  displacing  agency  determines  will  be 
permanently  displaced  as  a  direct  result  of  a 
program  or  project  undertaken  by  a  Federal 
agency  or  with  Federal  financial  assistance: 

"(D)  any  person  who  is  eligible  for  reloca- 
tion assistance  under  paragraphs  (A),  (B),  or 
(C)  of  this  subsection,  unless  such  person 
has  been  determined,  according  to  criteria 
established  by  the  head  of  the  lead  agency, 
to  be  either  in  unlawful  occupancy  of  the 
displacement  dwelling  or  to  have  occupied 
such  dwelling  for  the  purpose  of  obtaining 
assistance  under  this  Act;  or 

"(E)  solely  for  the  purpose  of  subsections 
(d)  and  (e)  of  section  202,  any  utility  compa- 
ny which  moves  its  facilities  from  real  prop- 
erty under  the  ownership  or  control  of  a 
State  or  local  agency.". 

(e)  Section  101  of  the  Uniform  Act  (42 
U.S.C.  4601)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsections: 

"(10)  The  term  'suitable  replacement 
dwelling'  means  any  dwelling  that  is  (A) 
decent,  safe,  and  sanitary;  (B)  adequate  In 
size  to  accommodate  the  occupants;  (C) 
within  the  financial  means  of  the  displaced 
person;  (D)  functionally  similar,  (E)  in  an 
area  not  subject  to  unreasonable  adverse  en- 
vironmental conditions:  and  (F)  in  a  loca- 
tion generally  not  less  desirable  than  the  lo- 
cation of  the  displaced  person's  dwelling 
with  respect  to  public  utilities,  facilities, 
services  and  the  displaced  person's  place  of 
employment. 

"(11)  The  term  'displacing  agency'  means 
any  Federal  agency,  State  or  State  agency 
utilizing  Federal  financial  assistance  or,  for 
the  purposes  of  paragraphs  (B)  and  (C)  of 
section  101(6),  any  person  furnished  Federal 
financial  assistance  which  causes  a  person 
to  be  a  displaced  person. 

"(12)  The  term  lead  agency'  means  the 
Federal  department,  agency,  or  other  entity 
designated  by  the  President  to  coordinate 
Implementation  of  the  Uniform  Act  under 
section  213  of  this  Act. 

"(13)  The  term  appraisal'  means  a  written 
statement  independently  and  impartially 
prepared  by  a  qualified  appraiser  setting 
forth  an  opinion  of  defined  value  of  an  ade- 
quately described  property  as  of  a  specific 
date,  supported  by  the  presentation  and 
analysis  of  relevant  market  information.". 

TITLE  II-UNIFORM  RELOCATION 
ASSISTANCE 
Sec.  201.  Section  201  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4621), 
and  its  catchline  are  amended  to  read  as  fol- 
lows: 

"DECLARATION  OF  FINDINGS  AND  POLICY 

"Sec.  201.  (a)  The  Congress  finds  and  de- 
clares that— 

"(1)  displacement  as  a  direct  result  of  pro- 
grams or  projects  undertaken  by  a  Federal 
agency  or  with  Federal  financial  assistance 
is  caused  by  a  number  of  activities,  includ- 
ing rehabilitation,  demolition,  code  enforce- 
ment, and  acquisition; 

"(2)  displacement  occurs  in  a  variety  of 
social,  economic,  geographic,  and  legal  cir- 
cumstances; 

"(3)  relocation  assistance  policies  must 
provide  for  sufficient  flexibility  to  assure 
fair,  uniform,  and  equitable  treatment  of  all 
affected  persons; 
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"(4)  the  displacement  of  businesses  often 
results  in  their  closure;  and 

"(5)  minimizing  the  adverse  impact  of  dis- 
placement of  businesses  Is  essential  to  main- 
taining the  economic  and  social  well-being 
of  commtmlties. 

"(b)  This  title  establishes  a  uniform  policy 
for  the  fair  and  equitable  treatment  of  per- 
sons displaced  as  a  direct  result  of  programs 
or  projects  undertaken  by  a  Federal  agency 
or  with  Federal  financial  assistance,  in  order 
that  such  persons  shall  not  suffer  dispro- 
portionate injuries  as  a  result  of  programs 
designed  for  the  benefit  of  the'  public  as  a 
whole. 

"(c)  It  is  the  intent  of  Congress  that— 

"(1)  the  primary  purpose  of  this  title  is  to 
minimize  the  hardship  of  displacement  on 
persons  displaced  as  a  direct  result  of  pro- 
grams or  projects  undertaken  by  a  Federal 
agency  or  with  Federal  financial  assistance; 

"(2)  Federal  agencies  shall  carry  out  this 
law  in  a  manner  which  minimizes  waste, 
fraud,  and  mismanagement; 

"(3)  the  administration  of  this  Act  shall, 
to  the  maximum  extent  feasible,  minimize 
unnecessary  administrative  and  program 
costs  borne  by  States  and  State  agencies 
through  the  promulgation  of  economical 
regulatory  requirements  and  the  delegation 
of  suljstantial  administrative  discretion  to 
State  and  local  governments; 

"(4)  uniform  procedures  for  the  adminis- 
tration of  relocation  assistance  shall,  to  the 
maximum  extent  feasible,  assure  that  the 
unique  circumstances  of  any  displaced 
person  are  taken  into  account  and  that  per- 
sons in  essentially  similar  circumstances  are 
accorded  equal  treatment  under  this  Act; 
and 

'(5)  the  improvement  of  housing  condi- 
tions of  economically  disadvantaged  persons 
under  this  title  shall  be  undertaken,  to  the 
maximum  extent  feasible,  in  coordination 
with  existing  Federal,  State,  and  local  gov- 
ernmental programs  for  accomplishing  such 
goals. '. 

MOVING  AMD  RELATED  EXPENSES 

Sec.  202.  (a)  Section  202(a)  of  the  Uniform 
Relocation  Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  (42  U.S.C. 
4622(a))  is  amended— 

(1)  by  striking  out  the  matter  preceding 
paragraph  (1)  and  inserting  in  lieu  thereof 
the  following: 

"(a)  Whenever  a  program  or  project  to  l>e 
undertaken  by  a  displacing  agency  will 
result  in  the  displacement  of  any  person, 
the  head  of  the  displacing  agency  shall  pro- 
vide for  the  payment  to  the  displaced 
person  of—"; 

(2)  by  striking  out  "and"  at  the  end  of 
paragraph  (2); 

(3)  by  striking  out  the  period  at  the  end  of 
paragraph  (3)  and  inserting  in  lieu  thereof 

■;  and";  and 

(4)  by  adding  at  the  end  thereof  the  fol- 
lowing: 

"(4)  actual  reasonable  exptenses  necessary 
to  reestablish  a  displaced  nonprofit  organi- 
zation or  small  business  at  its  new  site,  but 
not  to  exceed  $10,000.". 

(b)  Section  202(b)  of  the  Uniform  Act  (42 
U.S.C.  4622(b))  is  amended  by  striking  out 
all  that  follows  "may  receive"  and  inserting 
in  lieu  thereof  "an  expense  and  dislocation 
allowance,  which  shall  be  determined  ac- 
cording to  a  schedule  established  by  the 
head  of  the  lead  agency.". 

(c)  Section  202(c)  of  such  Act  (42  U.S.C. 
4622(c))  is  amended  to  read  as  follows: 

"(c)  Any  displaced  person  eligible  for  pay- 
ments under  subsection  (a)  of  this  section 
who  is  displaced  from  the  person's  place  of 


business  or  farm  operation  and  who  is  eligi- 
ble under  criteria  established  by  the  head  of 
the  lead  agency  may  elect  to  accept  the  pay- 
ment authorized  by  this  subsection  in  lieu 
of  the  payment  authorized  by  subsection  (a) 
of  this  section.  Such  payment  shall  consist 
of  a  fixed  payment  in  an  amount  to  be  de- 
termined according  to  criteria  established 
by  the  head  of  the  lead  agency,  except  that 
such  payment  shall  not  be  less  than  $1,000 
nor  more  than  $20,000.  A  person  whose  sole 
business  Is  renting  displacement  property  to 
others  shall  not  qualify  for  this  payment.". 

(d)  Section  202  of  the  Uniform  Act  (42 
U.S.C.  4622)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsections: 

"(d)(1)  For  the  purposes  of  this  section 
and  section  101(6)— 

"(A)  The  term  'cost  of  relocation'  shall  in- 
clude the  entire  amount  paid  by  the  utility 
company  properly  attributable  to  a  reloca- 
tion after  deducting  any  betterment  in  the 
relocated  utility  and  any  salvage  from  the 
old  utUity. 

"(B)  The  term  'utUity'  means  any  electric, 
gas.  water,  steam  power  or  materials  trans- 
mission or  distribution  system,  any  trans- 
portation system,  or  any  communications 
system  (including  cable  television),  and  any 
fixtures,  equipment,  or  other  property  ap- 
propriate to  the  operation,  maintenance,  or 
repair  of  the  foregoing.  A  utUity  may  be 
publicly,  privately,  or  cooperatively  owned. 

"(2)  Except  when  provided  otherwise  by 
Federal  law,  whenever  a  federally  assisted 
program  or  project  imdertaken  by  a  displac- 
ing agency  other  than  a  Federal  agency  will 
result  in  the  displacement  of  a  utility  from 
property  under  the  ownership  or  control  of 
a  State  or  local  agency,  the  head  of  the  dis- 
placing agency  shall  provide  a  payment  to 
the  utility  company  pursuant  to  State  or 
local  law  or  a  written  contract,  if  any,  be- 
tween the  utility  company  and  the  State  or 
local  agency,  but  in  no  event  shall  such  pay- 
ment exceed  the  actual  reasonable  cost  of 
relocation  of  such  utility. 

"(3)  Nothing  in  this  subsection  shall  su- 
percede a  State  or  local  law  or  a  written 
contract  between  a  utility  company  and  a 
State  or  local  govenunent,  or  require  a  pay- 
ment to  be  made  where  none  Is  required 
under  State  or  local  law  or  a  written  con- 
tract. 

"(4)  Nothing  in  this  subsection  shall  de- 
prive a  utility  company  of  its  rights  under 
State  or  local  law. 

"(5)  Nothing  in  this  subsection  shall  re- 
quire a  Federal  agency  to  increase  its  pay- 
ment if  the  increased  payment  is  attributa- 
ble to  a  contract  or  contract  amendment 
that  is  made  in  anticipation  of  the  Federal 
payment. 

"(6)  Nothing  in  this  subsection  shall  re- 
quire a  Federal  payment  in  excess  of  the 
payment  that  a  State  or  local  agency  would 
pay  if  no  Federal  funds  were  involved. 

"(7)  Nothing  in  this  subsection  confers  ju- 
risdiction on  a  court  of  the  United  States  (as 
defined  in  section  451  of  title  28,  United 
States  Code)  to  review  any  action  of  a  dis- 
placing agency  in  carrying  out  this  subsec- 
tion or  to  review  the  right  of  a  utility  com- 
pany to  be  compensated  under  State  or  local 
law. 

"(e)  Whenever  a  program  or  project  di- 
rectly undertaken  by  a  Federal  agency  will 
result  in  the  displacement  of  a  utility  as  the 
result  of  Federal  acquisition  of  real  proper- 
ty under  the  ownership  or  control  of  a  State 
or  local  agency,  the  head  of  the  Federal 
agency  shall  either  relocate  the  utility  with 
the  utility  company's  consent,  or  provide  a 
payment  to  the  utility  equal  to  the  actual 


reasonable  cost  of  relocation  of  such  utility. 
Such  relocation  or  such  payment  shall  not 
be  required  when  it  is  provided  otherwise  by 
a  Federal  law.  or  a  Federal  regulation  pro- 
mulgated prior  to  March  17.  1983.  or  a  con- 
tract or  agreement  with  a  Federal  agency.". 

REPLACEMENT  HOUSING  FOR  HOMEOWNER 

Sec  203.  Section  203(a)  of  the  Uniform 
Relocation  Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  (42  U.S.C. 
4623(a))  is  amended— 

(1)  by  striking  out  "Federal"  in  paragraph 
(1)  and  inserting  in  lieu  thereof  "displac- 
ing"; 

(2)  by  striking  "$15,000"  and  inserting  in 
lieu  thereof,  ""$22,500"; 

(3)  by  striking  out  "acquired  by"  and  all 
that  follows  through  "market"  in  paragraph 
(1)(A)  and  inserting  in  lieu  thereof  "ac- 
quired by  the  displacing  agency,  equals  the 
reasonable  cost  of  a  suitable  replacement 
dwelling"; 

(4)  by  striking  out  paragraph  (1)(B)  and 
inserting  in  lieu  thereof  the  following: 

"■(B)  The  amount,  if  any.  which  will  com- 
pensate such  person  for  any  increased  inter- 
est costs  and  other  debt  service  costs  which 
such  person  is  required  to  pay  for  financing 
the  acquisition  of  any  such  suitable  replace- 
ment dwelling.  Such  amount  shall  be  paid 
only  if  the  dwelling  acquired  by  the  displac- 
ing agency  was  encumbered  by  a  bona  fide 
mortgage  which  was  a  valid  lien  on  such 
dwelling  for  not  less  than  one  hundred  and 
eighty  days  immediately  prior  to  the  initi- 
ation of  negotiations  for  the  acquisition  of 
such  dwelling.";  and 

(5)  by  striking  out  paragraph  (2)  and  in- 
serting in  lieu  thereof  the  following: 

'"(2)  The  additional  payment  authorized 
by  this  section  shall  be  made  only  to  a  dis- 
placed person  who  purchases  and  occupies  a 
decent,  safe,  and  sanitary  replacement 
dwelling  within  one  year  after  the  date  on 
which  such  person  receives  final  payment 
from  the  displacing  agency  for  the  swquired 
dwelling  or  the  date  on  which  the  displacing 
agency's  obligation  under  section  205(c)(3) 
of  this  Act  is  met,  whichever  is  later,  except 
that  the  displacing  agency  may  extend  such 
period  for  good  cause.  If  such  period  is  ex- 
tended, the  payment  imder  this  section 
shall  be  based  on  the  costs  of  relocating  the 
person  to  a  suitable  replacement  dwelling 
within  one  year  of  such  date. ". 

REPLACEMENT  ROUSING  FOR  TENANTS  AND 
CERTAIN  OTHERS 

Sec.  204.  Section  204  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4624)  is 
amended  to  read  as  follows: 

""REPLACEMENT  HOUSING  FOR  TENANTS  AND 
CERTAIN  OTHERS 

""Sec  204.  (a)  In  addition  to  amounts  oth- 
erwise authorized  by  this  title,  the  head  of  a 
displacing  agency  shall  make  a  pajmient  to 
or  for  any  displaced  person  displaced  from 
any  dwelling  unit  not  eligible  to  receive  a 
payment  under  section  203  which  was  actu- 
ally and  lawfully  occupied  by  such  displaced 
person  for  not  less  than  ninety  days  imme- 
diately prior  to  the  initiation  of  negotia- 
tions for  acquisition  of  such  dwelling,  or, 
where  displacement  is  not  caused  by  acquisi- 
tion, any  other  event  which  the  head  of  the 
lead  agency  may  prescribe.  Such  payment 
shall  consist  of  the  amount  necessary  to 
enable  such  person  to  lease  or  rent  for  a 
period  not  to  exceed  three  years,  a  suitable 
replacement  dwelling.  For  a  person  whose 
income  exceeds  50  per  centum  of  the 
median  income  of  the  area,  as  determined 
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by  the  Secretary  of  Housing  and  Urban  De- 
velopment, the  amount  referred  to  shall 
equal  the  lesser  of  (1)  $4,500  or  (11)  36  times 
the  amount  obtained  by  subtracting  the 
monthly  housing  costs  for  the  displacement 
dwelling  from  the  monthly  housing  costs 
for  a  suitable  replacement  dwelling.  At  the 
discretion  of  the  head  of  the  displacing 
agency,  a  payment  under  this  subsection 
may  be  made  in  periodic  installments. 

"(b)  Any  displaced  person  eligible  for  pay- 
ments under  subsection  (a)  of  this  section 
may  elect  to  receive  in  lieu  thereof  either 
Federal  low  income  housing  assistance  or 
similar  State  or  local  governmental  assist- 
ance if  such  assistance  is  available  at  the 
time  of  displacement  and  such  person  is 
otherwise  eligible  for  such  assistance.  The 
failure  of  any  such  person  to  malce  such  an 
election  shall  be  considered  when  evaluating 
the  eligibility  of  such  person  for  any  Feder- 
al or  federally  assisted  low  income  housing 
assistance  program  during  the  three  years 
following  the  date  on  which  such  person  re- 
ceived the  payment  authorized  under  sub- 
section (a)  of  this  section. 

"(c)  Any  person  eligible  for  a  payment 
under  subsection  (a)  of  this  section  may 
elect  to  apply  such  payment  to  a  downpay- 
ment  on,  and  other  incidental  expenses  pur- 
suant to,  the  purchase  of  a  decent,  safe,  and 
sanitary  replacement  dwelling.  A  displaced 
homeowner  who  has  occupied  the  displace- 
ment dwelling  for  at  least  ninety  days  but 
not  more  than  one  hundred  and  eighty  days 
immediately  prior  to  the  initiation  of  nego- 
tiations for  the  acquisition  of  such  dwelling 
may,  at  the  discretion  of  the  head  of  the 
displacing  agency,  be  eligible  for  the  maxi- 
mum payment  allowed  under  this  subseo- 
tion:  Provided,  That  such  payment  shall  not 
exceed  the  payment  such  person  would  oth- 
erwise have  received  under  section  203(a)  of 
this  Act  had  the  person  occupied  the  dis- 
placement dwelling  for  one  hundred  and 
eighty  days  immediately  prior  to  the  initi- 
ation of  such  negotiations.". 

RELOCATION  ASSISTANCE  COORDINATION  AND 
ADVISORY  SERVICES 

Sec.  205.  Section  205  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4625) 
and  its  catchline  are  amended  to  read  as  fol- 
lows: 

"RELOCATION  ASSISTANCE  COORDINATION  AND 
ADVISORY  SERVICES 

'Sec.  205.  (a)  The  head  of  any  displacing 
agency  shall  assure  that  the  relocation  as- 
sistance advisory  services  described  in  sub- 
section (c)  of  this  section  are  made  available 
to  all  persons  displaced  by  such  agency.  If 
such  agency  head  determines  that  any 
person  occupying  property  immediately  ad- 
jacent to  the  property  where  the  displacing 
activity  occurs  is  caused  substantial  econom- 
ic injury  as  a  result  thereof,  the  agency 
head  may  make  available  to  such  person 
such  advisory  services. 

"(b)  The  Secretary  of  Housing  and  Urban 
Development  shall  assign  a  high  priority  for 
assistance  under  the  programs  referred  to  in 
sections  204(b)  and  206(b)  of  this  Act  to  per- 
sons eligible  under  such  sections.  To  the 
extent  practicable,  the  Secretary  shall  re- 
quire that  federally  assisted  State  and  local 
governmental  low  income  housing  assist- 
ance programs  assign  priority  for  assistance 
to  such  persons.  To  the  extent  practicable, 
the  Administrator  of  the  Small  Business  Ad- 
ministration and  the  heads  of  other  Federal 
agencies  administering  programs  which  may 
be  of  assistance  to  displaced  persons  shall 
make  avaUable  technical  assistance  under 
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subsection  (c)(S)  of  this  section  and  expedite 
the  applications  for  such  assistance  by  such 
persons. 

"(c)  Each  relocation  assistance  advisory 
program  required  by  subsection  (a)  of  this 
section  shall  include  such  measures,  facili- 
ties, or  services  as  may  be  necessary  or  ap- 
propriate In  order  to— 

"(1)  determine,  and  make  timely  recom- 
mendations on,  the  needs  and  preferences, 
if  any,  of  displaced  persons  for  relocation 
assistance; 

"(2)  provide  current  and  continuing  infor- 
mation about  sales  prices  and  rental  charges 
on  suitable  replacement  dwellings  for  dis- 
placed homeowners  and  tenants  and  suita- 
ble locations  for  businesses  and  farm  oper- 
ations; 

"(3)  assure  that  a  person  shall  not  be  re- 
quired to  move  from  a  dwelling  unless  the 
person  has  had  a  reasonable  opportunity  to 
relocate  to  a  suitable  replacement  dwelling; 

"(4)  assist  a  person  displaced  from  a  busi- 
ness or  farm  operation  in  obtaining  and  be- 
coming established  in  a  suitable  replace- 
ment location: 

"(5)  supply  information  concerning  other 
Federal  programs  which  may  be  of  assist- 
ance to  (lisplaced  persons,  and  technical  as- 
sistance to  such  persons  in  applying  for  as- 
sistance under  such  programs; 

"(6)  provide  other  advisory  services  to  dis- 
placed persons  in  order  to  minimize  hard- 
ships to  such  persons  in  adjusting  to  reloca- 
tion; and 

"(7)  assure  that  a  one  hundred  and  eighty 
day  homeowner-occupant  is  given  a  reasona- 
ble opportunity  to  remain  in  such  occupan- 
cy status. 

"(d)  The  head  of  a  displacing  agency  shall 
coordinate  the  rel(x»tion  activities  per- 
formed by  such  agency  with  other  Federal, 
State,  or  local  governmental  actions  in  the 
community  which  could  affect  the  efficient 
and  effective  delivery  of  relocation  assist- 
ance and  related  services. 

"(e)  Whenever  two  or  more  Federal  agen- 
cies provide  financial  assistance  to  a  displac- 
ing agency  other  than  a  Federal  agency,  to 
implement  functionally  or  geographically 
related  activities  which  will  result  in  the  dis- 
placement of  a  person,  the  heads  of  such 
Federal  agencies  may  by  agreement  desig- 
nate one  such  agency  as  the  cognizant  Fed- 
eral agency  whose  procedures  shall  be  uti- 
lized to  implement  the  activities.  If  such 
agreement  cannot  be  reached,  then  the 
head  of  the  lead  agency  shall  designate  one 
such  agency  as  the  cognizant  agency.  Such 
related  activities  constitute  a  single  progrtun 
or  project  for  purposes  of  this  Act.". 

HOUSING  REPLACEMENT  BY  FEDERAL  AGENCY  AS 
LAST  RESORT 

Sec.  206.  Section  206  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4626)  is 
amended  to  read  as  follows: 

"HOUSING  REPLACEMENT  BY  FEDERAL  AGENCY  AS 
LAST  RESORT 

"Sec.  206.  (a)  If  a  program  or  project  un- 
dertaken by  a  Federal  agency  or  with  Feder- 
al financial  assistance  cannot  proceed  on  a 
timely  basis  because  suitable  replacement 
dwellings  are  not  available,  and  the  need  of 
the  displacing  agency  determines  that  such 
dwellings  cannot  otherwise  be  made  avail- 
able, the  head  of  the  displacing  agency  may 
take  such  action  as  is  necessary  or  appropri- 
ate to  provide  such  dwellings  by  use  of 
fimds  authorized  for  such  project.  The  head 
of  the  lead  agency  shall  require  that  this 
section  may  be  used  to  exceed  the  payment 
ceilings  established  in  sections  203  and  204 
only  on  a  case-by-case  basis,  for  good  cause. 


"(b)  Whenever  housing  replacement  as  a 
last  resort  will  result  in  the  provision  of 
housing  for  persons  who  are  otherwise  eligi- 
ble for  low  income  housing  assistance,  the 
requirement  that  the  displacing  agency  pro- 
vide suitable  replacement  housing  may  be 
met  through  such  assistance  as  the  provi- 
sion of  a  certificate  of  family  participation 
under  the  existing  section  8  housing  pro- 
gram pursuant  to  the  United  States  Hous- 
ing Act  of  1937,  as  amended  (42  VS.C. 
1437f).". 

CERTIFICATION 

Sec.  207.  (a)  Section  210  of  the  Uniform 
Relocation  Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  (42  U.S.C. 
4630)  and  its  catchline  are  amended  to  read 
as  foUows: 

"AGENCY  CERTIFICATION  OF  STATE  PROGRAMS 

"Sec.  210.  (a)  Except  as  provided  in  para- 
graph (b)  of  this  section,  the  head  of  a  Fed- 
eral agency  shall  not  approve  any  grant  to 
or  contract  or  agreement  with  a  displacing 
agency,  under  which  Federal  financial  as- 
sistance will  be  available  to  pay  all  or  part 
of  the  cost  of  any  program  or  project  which 
will  result  in  the  displacement  of  any  person 
on  or  after  the  effective  date  of  this  title, 
unless  he  receives  satisfactory  assurances 
from  such  agency  that— 

"(1)  fair  and  reasonable  relocation  pay- 
ments and  assistance  shall  be  provided  to  or 
for  displaced  persons,  as  are  required  to  be 
provided  by  a  Federal  agency  under  sections 
202.  203.  and  204  of  this  title; 

"(2)  relocation  assistance  programs  offer- 
mg  the  services  descrit>ed  in  section  205  of 
this  title  shall  be  provided  to  such  displaced 
person; 

"(3)  within  a  reasonable  period  of  time 
prior  to  a  displacement,  suitable  replace- 
ment dwellings  will  be  available  to  displaced 
persons  in  accordance  with  section  205(c)(3) 
of  this  title. 

"(bMl)  In  lieu  of  the  provisions  of  subsec- 
tion (a)  of  this  section,  the  head  of  a  Feder- 
al agency  may  discharge  his  responsibilities 
under  this  title  and  title  I  of  this  Act.  with 
the  exception  of  sections  208  and  211  of  this 
title,  by  accepting  a  certification  from  a 
State  agency  that  it  will  implement  State 
law  in  a  manner  which  will  accomplish  the 
policies  and  objectives  contained  in  this  title 
and  title  I:  Provided,  That  the  head  of  the 
lead  agency  has  determined  that  such  State 
law  will  accomplish  the  same  purpose  and 
effect  as  this  title  and  title  I,  particularly 
with  respect  to  the  definition  of  a  displaced 
person,  the  categories  of  assistance  re- 
quired, and  the  levels  of  assistance  provided 
to  such  persons  in  such  categories. 

"(2)  The  head  of  the  lead  agency  shall,  in 
coordination  with  other  Federal  agencies, 
monitor  from  time  to  time,  and  report  bien- 
nially to  the  Congress  on.  State  agency  im- 
plementation of  such  certification,  and  a 
State  agency  shaU  make  available  any  infor- 
mation required  for  such  purpose.  The  head 
of  a  Federal  agency,  after  consultation  with 
the  head  of  the  lead  agency,  may  withdraw 
his  acceptance  of  the  certification  for  good 
cause:  Provided,  That  the  State  government 
is  given  due  notice  prior  to  taking  any  such 
action  and  is  given  a  reasonable  opportunity 
to  demonstrate  why  such  action  should  not 
be  taken. 

"(c)  Prior  to  making  a  determination  re- 
garding State  law  under  subsection  (b)  of 
this  section,  the  head  of  the  lead  agency 
shall  provide  interested  parties  with  an  op- 
portunity for  public  review  and  comment.  In 
particular,  the  head  of  the  lead  agency  shall 
consult  with  interested  local  general  pur- 
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pow  governments  within  such  States  on  the 
ImiMCts  of  such  State  laws  on  the  ability  of 
local  governments  to  carry  out  their  respon- 
BibiUtles  under  the  Act. 

"(d)  The  head  of  a  Federal  agency  may 
withhold  his  ^proval  of  any  grant,  con- 
tract, or  cooperative  agreement  with  any 
displacing  agency  found  to  have  intentional- 
ly circumvented  a  State  law  adopted  under 
subsection  (b)  of  this  section.". 

nDERAL  SRARX  OP  COSTS 

Sk.  208.  (a)  Section  211(a)  of  the  Uniform 
Relocation  Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  (42  U.S.C. 
4631(a))  Is  amended  to  read  as  follows: 

"(a)  The  cost  to  a  displacing  agency  of 
providing  pajmients  and  assistance  pursuant 
to  titles  II  and  III  shall  be  included  as  part 
of  the  cost  of  a  program  or  project  under- 
taken by  a  Federal  agency  or  with  Federal 
financial  assistance.  A  displacing  agency, 
other  than  a  Federal  agency,  shall  be  eligi- 
ble for  Federal  financial  assistance  with  re- 
spect to  such  payments  and  assistance  in 
the  same  manner  and  to  the  same  extent  as 
other  program  costs.". 

(b)  Section  210(b)  of  the  Uniform  Act  (42 
V&.C.  4631(b))  is  amended  by  striking  out 
and  all  that  follows  "required  by"  and  in- 
serting in  lieu  thereof  "State  law  which  is 
determined  by  the  head  of  the  lead  agency 
to  have  substantially  the  same  purpose  and 
effect  of  such  payment  under  this  section.". 

REGULATION 

Sbc.  209.  Section  213  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4633) 
and  its  catchline  are  amended  to  read  as  fol- 
lows: 

"REGULATION 

"Sec.  213.  (a)  The  President  shall  desig- 
nate a  lead  agency. 
^    "(b)  The  head  of  the  lead  agency  shall— 

"(1)  develop,  publish,  and  promulgate, 
with  the  active  participation  of  other  Feder- 
al agencies  responsible  for  funding  reloca- 
tion and  acquisition  actions,  and  in  full  co- 
ordination with  State  and  local  govern- 
ments, such  rules  as  may  be  necessary  to 
carry  out  this  Act: 

"(2)  assure  that  relocfition  assistance  ac- 
tivities under  this  Act  are  coordinated  with 
low-income  housing  assistance  programs  or 
projects  by  a  Federal  agency,  or  a  State  or 
State  agency  with  Federal  financial  assist- 
ance: 

"(3)  monitor,  in  coordination  with  other 
Federal  agencies,  the  implementation  and 
enforcement  of  this  Act  and  report  to  the 
Congress,  as  appropriate,  on  any  major 
issues  or  problems  with  respect  to  any 
policy  or  other  provision  of  this  Act:  and 

"(4)  perform  other  duties  as  may  be  pro- 
vided by  law  as  relate  to  the  purposes  of 
this  Act. 

"(c)  The  rules  promulgated  pursuant  to 
subsection  (b)  shall  apply  to  the  Tennessee 
Valley  Authority  only  with  respect  to  relo- 
cation assistance  under  this  title  and  title 
I.". 

TRANSFER  OP  SURPLUS  PROPERTY 

Sec.  210.  Section  218  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition PoUcies  Act  of  1970  (42  U.S.C.  4638)  is 
amended  by  inserting  "net"  after  "all". 


Sec.  211.  Sections  214.  215.  217,  and  219  of 
the  Uniform  Relocation  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970  (42 
VS.C.  4634,  4635.  4637.  and  4639)  are 
hereby  repealed. 


TITLE  III— UNIFORM  REAL  PROPERTY 
ACQUISITION  POUCY 

UHIPORII  POUCT  ON  REAL  PROPERTY 
ACQUISITION  PRACTICES 

Sec.  301.  (a)  Section  301(2)  of  the  Uniform 
Relocation  Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  (42  U.S.C. 
4651(2))  is  amended  by  inserting  the  follow- 
ing before  the  period  at  the  end  thereof:  ", 
except  that  the  head  of  the  lead  agency 
may  prescribe  a  procedure  which  forgoes 
the  appraisal". 

(b)  Section  301(9)  of  the  Uniform  Act  (42 
U.S.C.  4651  (9))  is  amended  to  read  as  fol- 
lows: 

"(9)  If  the  acquisition  of  only  a  portion  of 
a  property  would  leave  the  owner  with  an 
uneconomic  remnant,  the  head  of  the  ac- 
quiring agency  shall  offer  to  acquire  that 
remnant.  F^ir  the  puri)oses  of  this  Act.  an 
uneconomic  remnant  Is  a  parcel  of  real 
property  in  which  the  owner  is  left  with  an 
Interest  after  the  partial  acquisition  of  the 
owner's  property  and  which  the  head  of  the 
acquiring  agency  has  determined  has  little 
or  no  value  or  utility  to  the  owner.". 

(c)  Section  301  of  the  Uniform  Act  (42 
U.S.C.  4651)  is  amended  by  adding  at  the 
end  thereof  the  following  subsection: 

"(10)  A  person  whose  real  property  is 
being  acquired  in  connection  with  a  project 
under  this  title  may,  after  the  person  has 
been  fully  informed  of  his  right  to  receive 
Just  compensation  of  such  property,  donate 
such  property,  any  part  thereof,  any  inter- 
est therein,  or  any  compensation  paid  there- 
for to  an  acquiring  agency,  as  said  person 
shall  determine.". 

CERTinCATION 

Sec.  302.  Section  305  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4655) 
and  its  catchline  are  amended  to  read  as  fol- 
lows: 

"AGENCY  CERTIFICATION  OF  STATE  PROGRAMS 

"Sec.  305.  (a)  Except  as  provided  in  para- 
graph (b)  of  this  section,  the  head  of  a  Fed- 
eral agency  shall  not  approve  any  program 
or  project  or  any  grant  to.  or  contract  or 
agreement  with,  an  acquiring  agency  under 
which  Federal  financial  assistance  will  be 
available  to  pay  aU  or  part  of  the  cost  of 
any  program  or  project  which  will  result  in 
the  acquisition  of  real  property  on  or  after 
the  effective  date  of  this  title,  unless  he  re- 
ceives satisfactory  assurances  that— 

"(1)  in  acquiring  real  property  it  will  be 
guided,  to  the  greatest  extent  practicable 
under  State  law.  by  the  land  acquisition 
policies  under  section  301  of  this  title  and 
the  provisions  of  section  302  of  this  title; 
and 

"(2)  property  owners  will  be  paid  or  reim- 
bursed for  necessary  expenses  as  specified 
in  sections  303  and  304  of  this  title. 

"(b)(1)  In  lieu  of  the  provisions  of  subsec- 
tion (a)  of  this  section,  the  head  of  a  Feder- 
al agency  may  discharge  his  responsibilities 
under  this  title  by  accepting  a  certification 
from  a  State  agency  that  it  will  implement 
State  law  in  a  manner  which  will  accom- 
plish the  policies  and  objectives  contained 
in  this  title:  Provided,  That  the  head  of  the 
lead  agency  has  determined  that  such  State 
law  will  accomplish  the  same  purpose  and 
effect  as  this  title. 

"(2)  The  head  of  the  lead  agency  in  co- 
ordination with  other  Federal  agencies  shall 
from  time  to  time  monitor  State  agency  Im- 
plementation of  such  certification  and  the 
State  agency  shall  make  available  any  infor- 
mation required  for  such  purpose.  The  head 
of  the  lead  agency  shall  by  regulation  devel- 


op criteria  for  withdrawal  of  acceptance  of  a 
certification. 

"(c)  Prior  to  making  a  determination  re- 
garding State  law  under  subsection  (b)  of 
this  section,  the  head  of  the  lead  agency 
shaU  consult -with  interested  local  general 
purpose  governments  within  such  States  on 
the  impacts  of  such  State  laws  on  the  abili- 
ty of  local  governments  to  carry  out  their 
responsibilities  under  this  Act.". 

TITLE  IV— EFFECrriVE  DATE 
Sec.  401.  (a)  Section  209  of  the  Uniform 
Act  takes  effect  on  the  date  of  its  enact- 
ment. 

(b)  The  remainder  of  this  Act  takes  effect 
either  twenty-four  months  from  the  date  of 
its  enactment  or  when  a  State  agency  makes 
such  provisions  applicable  under  State  laws, 
whichever  is  earlier. 

Mr.  STAFFORD.  Mr.  President,  this 
amendment  is  really  from  the  Com- 
mittee on  Governmental  Affairs  and 
has  three  times  been  reported,  and  the 
Senate  has  three  times  unanimously 
passed  essentially  identical  language 
to  that  which  is  being  proposed  to  the 
Senate  at  this  moment. 

The  Senate  last  passed  this  amend- 
ment as  separate  legislation  on  August 
1,  1985.  The  amendment  would  com- 
prehensively reform  the  Uniform  Re- 
location Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970.  If  en- 
acted into  law,  this  amendment  wlU 
make  the  administration  of  this  1970 
act  more  equitable  and  efficient  at  all 
levels  of  government. 

The  1970  law  creates  certain  rights 
and  entitlements  for  property  owners 
and  tenants.  The  act  establishes  basic 
acquisition  procedures  as  well  as  mini- 
mum levels  of  compensation,  such  as 
for  moving  expenses,  reimbursement 
for  the  additional  cost  of  relocating  to 
comparable  replacement  housing,  and 
advisory  services  during  the  relocation 
process. 

The  Uniform  Relocation  Act  Amend- 
ments were  developed  jointly  by  the 
Subcommittee  on  Intergovernmental 
Relations  and  OMB's  Intergovernmen- 
tal Affairs  staff  in  full  and  open  con- 
sultation with  key  Federal  agencies. 
State  and  local  governments,  profes- 
sional organizations  whose  members 
implement  the  Uniform  Act,  and  orga- 
nizations representing  the  interests  of 
displaced  tenants.  The  result  is  a  bill 
which  comprehensively  addresses  a 
core  of  issues  around  which  there  is 
broad  consensus. 

The  amendments  promote  flexibility 
and  local  discretion,  broaden  the  act's 
coverage,  raise  benefit  levels  across 
the  board,  and  provide  for  a  variety  of 
management  reforms  designed  to 
achieve  modest  programmatic  and  ad- 
ministrative savings. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, this  amendment  will  comprehen- 
sively reform  the  Uniform  Relocation 
Assistance  and  Real  Property  Acquisi- 
tion Policies  Act  of  1970.  If  enacted 
into  law,  this  amendment  will  make 
the  administration  of  this  1970  act 


own  amen( 
location  A 
legislation. 
Transports 
tion  Assist) 

As  all  wl 
by  a  Fede 
form  Relo 
pies  an  im; 
of  laws;  11 
having  to  1 
of  well-int( 
to  benefit  l 

This  197 
and  entitl< 
and  tenant 
acquisition 
mum  level 
for  movin 
for  the  ad( 
comparabl 
advisory  s( 


2KSSA 


rr^MriD  cccir^VT  A I   ntrr^rMir*     crxTAT'r? 


•tf  /my» 


September  23, 1986 

more  equitable  and  efficient  at  all 
levels  of  Kovenunent. 

The  Committee  on  Governmental 
Affairs  has  three  times  reported,  and 
the  Senate  has  three  times  unani- 
mously passed,  essentially  identical 
legislation  to  that  I  am  proposing 
today.  The  last  time  the  Senate  passed 
this  amendment  as  separate  legislation 
was  on  August  1, 1985. 

Thereafter,  the  House  passed  Its 
own  amendments  to  the  Uniform  Re- 
location Assistance  Act  as  part  of  its 
legislation.  H.R.  3129,  The  Surface 
Transportation  and  Uniform  Reloca- 
tion Assistance  Act  of  1986. 

As  all  who  have  ever  been  displaced 
by  a  Federal  project  know,  the  Uni- 
form Relocation  Assistance  Act  occu- 
pies an  important  place  in  our  system 
of  laws;  it  protects  individuals  from 
having  to  bear  a  disproportionate  cost 
of  well-intentioned  programs  designed 
to  benefit  the  public. 

This  1970  law  creates  certain  rights 
and  entitlements  for  property  owners 
and  tenants.  The  act  establishes  basic 
acquisition  procedures  as  well  as  mini- 
mum levels  of  compensation,  such  as 
for  moving  expenses,  reimbursement 
for  the  additional  cost  of  relocating  to 
comparable  replacement  housing,  and 
advisory  services  during  the  relocation 
process. 

Yet,  despite  its  laudable  objectives 
injecting  fairness,  equity,  and  compas- 
sion into  Federal  property  acquisition 
procedures,  the  act  has  become  badly 
dated.  Since  1970,  inflation  has  eroded 
benefit  levels,  and  court  decisions  have 
eliminated  coverage  in  many  housing 
programs.  Meanwhile,  limitations  in 
the  original  scope  of  the  act,  and  over- 
sights in  its  drafting,  have  resulted  in 
windfalls  for  some  displaced  persons, 
even  while  others  may  receive  inad- 
equate assistance  or  in  some  cases, 
nothing  at  all. 

Significantly,  it  is  not  Just  the  Fed- 
eral Grovemment  that  bears  the  bur- 
dens caused  by  the  inequities  and 
other  problems  of  the  1970  act.  His- 
torically, over  90  percent  of  all  actions 
required  under  the  act  are  carried  out 
by  State  and  local  agencies  as  a  condi- 
tion of  Federal  housing  and  transpor- 
tation grants-in-aid.  It  is  no  coinci- 
dence, therefore,  that  State  and  local 
administrators  who  implement  the  act 
on  a  daily  basis  have  led  the  way  in 
proposing  many  long-overdue  reforms 
incorporated  into  these  amendments. 

The  Uniform  Relocation  Act  Amend- 
ments were  developed  Jointly  by  the 
Subcommittee  on  Intergovernmental 
Relations  and  OMB's  intergovernmen- 
tal affairs  staff  in  full  and  open  con- 
sultation with  key  Federal  agencies. 
State  and  local  governments,  profes- 
sional organizations  whose  members 
implement  the  Uniform  Act,  and  orga- 
nizations representing  the  interests  of 
displaced  tenants.  The  result  is  a  bill 
which   comprehensively    addresses    a 
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core  of  issues  aroimd  which  there  is 
broad  consensus. 

The  amendments  promote  flexibility 
and  local  discretion,  broaden  the  act's 
coverage,  raise  benefit  levels  across 
the  board,  and  provide  for  a  variety  of 
management  reforms  designed  to 
achieve  modest  programmatic  and  ad- 
ministrative savings.  Congressional 
Budget  Office  estimates  indicate  that 
this  agenda  can  be  achieved  at  no  sig- 
nificant additional  increase  of  Federal 
expenditures. 

These  amendments  have  no  oppo- 
nents. They  enjoy  the  support  of  the 
Reagan  administration  and  all  of  the 
major  State  and  local  interest  groups, 
including  the  National  Governors'  As- 
sociation, the  National  League  of 
Cities,  the  National  Association  of 
Coimties,  the  United  States  Confer- 
ence of  Mayors,  the  National  Associa- 
tion of  Housing  and  Redevelopment 
Officials,  and  the  American  Associa- 
tion of  State  Highway  and  Transporta- 
tion Officials.  They  are  supported  by 
representatives  of  tenants,  small  busi- 
ness, and  utilities. 

Mr.  President,  like  an  old  automobile 
that  has  served  its  owners  well,  the 
Uniform  Relocation  Assistance  and 
Real  Property  Acquisition  Policies  Act 
of  1970  is  in  need  of  a  tuneup  and  a 
few  major  repairs.  Nobody  has  sug- 
gested that  the  act  should  be  traded  in 
for  a  new  model,  or  that  it  should  be 
Jimked.  Accordingly,  the  amendments 
may  be  likened  to  an  overhaul.  Like 
any  prudent  driver,  the  Congress 
should  not  forget  such  needed  repairs 
in  the  effort  to  rebuild  our  roads, 
bridges,  and  other  capital  facilities. 
The  people  and  State  and  local  gov- 
ernments, whose  interest  and  well- 
being  are  at  stake  in  this  matter,  must 
not  be  made  casualties  of  the  "acci- 
dents" which,  most  surely,  will  other- 
wise continue  to  occur. 

Mr.  STAFFORD.  Mr.  President,  I 
imderstand  that  this  amendment  is  ac- 
ceptable to  Senator  Burdick,  the  mi- 
nority manager,  as  well  as  to  the  ma- 
jority manager. 

Mr.  SYMMS.  That  is  correct. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  amend- 
ment? If  not,  the  question  is  on  agree- 
ing to  the  amendment. 

The  amendment  (No.  2878)  was 
agreed  to. 

Mr.  STAFFORD.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  amendment  was  agreed  to. 

Mr.  SYMMS.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

RESEARCH  OK  A  PRODUCT  DESIGNED  TO  IMPROVE 
THE  LIFE  OF  CEMEMT  OVERLAYS 

Mr.  SYMMS.  Mr.  President.  I  re- 
cently had  the  opportunity  to  visit 
with  some  constituents  who  are  devel- 
oping a  new  product  which  they  be- 
lieve to  be  a  cost-effective  method  of 
increasing  the  strength  and  flexibUity 


of  cement  overlays  on  highways  and 
airport  nmways.  The  product,  called 
FlexCrete,  is  a  fiber  reinforced  materi- 
al made  with  special  additives  which 
bond  to  cement  and  allow  the  compos- 
ite to  flex  without  cracking.  The  fi- 
brous material  improves  the  strength 
and  durability  of  cement  overlays  by 
trtuisferring  stress  laterally  rather 
than  vertically. 

While  some  testing  has  been  com- 
pleted on  FlexCrete,  I  believe  its  po- 
tential cost-saving  Impact  on  highway 
resurfacing  projects  warrants  further 
and  more  in-depth  testing.  Over  the 
next  years,  resurfacing  and  recon- 
struction of  our  Nation's  interstate 
highway  system  will  be  taking  a  large 
share  of  all  Federal-aid  highway 
funds.  It  is  essential  that  we  develop 
new  materials  and  technology  to  im- 
prove the  longevity  of  our  highway 
system. 

I  encourage  the  Federal  Highway 
Administration  and  State  highway  de- 
partments to  test  this  new  product  to 
determine  more  exactly  what  its  eco- 
nomic and  technological  benefits  to 
the  highway  program  may  be.  If  pre- 
liminary test  results  are  an  accurate 
indication  of  FlexCrete's  reinforcing 
strength,  this  product  will  dramatical- 
ly improve  our  highway  reconstruction 
program. 

OFF-STREET  XJHIFORM  TRAFFIC  COKTROL  DEVICES 

Mr.  President,  I  want  to  note  a  grow- 
ing concern  about  traffic  safety  on  pri- 
vate property  where  the  public  is  invit- 
ed to  travel  for  purposes  of  business. 
Research  indicates  that  accidents  and 
fatalities  on  private  property  have 
risen  in  conjunction  with  a  rise  in  the 
volume  of  business-related  traffic  on 
such  property,  and  these  accidents  and 
fatalities  are  attributable,  in  part  to 
the  lack  of  uniform  traffic  control  de- 
vices. 

The  Uniform  Vehicle  Code  addresses 
this  problem  and  section  15-117  states 
"no  person  shall  erect  or  maintain  in 
any  area  of  private  property  where  the 
public  is  invited  to  travel  any  sign, 
signal,  marking  or  other  device  intend- 
ed to  regulate,  warn,  or  guide  traffic 
unless  it  conforms  with  the  State 
manual  and  specifications  adopted 
under  section  15-104."  Business 
owners  should  be  aware  that  they 
incur  additional  responsibility  for 
public  safety  when  they  own  property 
on  which  the  public  is  invited  to  travel 
for  purposes  of  business.  The  erection 
of  uniform  traffic  control  devices  wiU 
reduce  the  business  owner's  liability  if 
a  traffic  accident  occurs  on  his  or  her 
property. 

I  encourage  State  departments  of 
transportation  and  interested  private 
parties  to  inform  business  owners 
about  the  public  safety  concerns  and 
liability  problems  associated  with  a 
lack  of  imiform  traffic  control  devices. 
I  believe  the  resolution  of  this  traffic 
safety  problem  will  serve  the  best  in- 
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terests  of  business  owners  and  the  mo- 
toring public  alike. 

Mr.  President,  I  see  no  one  on  the 
floor  seeking  recognition,  and  I  sug- 
gest the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  caU  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

D  2110 

Mr.  STAFFORD.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

AMENDMENT  NO.  3BT9 

(Purpose:  To  request  the  Board  of  Engi- 
neers for  Rivers  and  Harbors  to  review 
certain    reports    regarding    the    United 
States  Route  13  Relief  Route) 
Mr.  STAFFORD.  Mr.  President,  on 
behalf  of  Senator  Roth  of  Delaware,  I 
send  an  amendment  to  the  desk  and 
ask  that  it  be  stated  and  for  its  imme- 
diate consideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  assistant  legislative  clerk  read 
as  foUows: 

The  Senator  from  Vermont  [Mr.  Staf- 
POKO]  for  Mr.  Roth  proposes  an  amendment 
numbered  2879. 

On  page  86,  between  lines  19  and  20. 
insert  the  following: 

REVIEW  or  REPORTS  ON  UNITED  STATES  ROUTE 
-  13  RELIEF  ROUTE 

Sec.  .  The  Congress  requests  the  Board 
Of  Engineers  for  Rivers  and  Harbors  of  the 
United  States  Army  Corps  of  Engineers  to 
review— 

(1)  the  report  of  the  State  of  i:>elaware 
and  the  Federal  Highway  Administration 
for  the  United  SUtes  Route  13  Relief 
Route:  Project  No.  F-1001(16).  Contract 
#83-110-01. 

(2)  the  report  of  the  Chief  of  Engineers  on 
the  Inland  Waterway  from  the  Delaware 
River  to  Chesapealte  Bay,  Delaware  and 
Maryland,  printed  as  House  Document 
Number  63-196.  and 

(3)  other  subsequent  pertinent  reports,  for 
the  purpose  of  determining  how  to  best 
modify  the  existing  canal  project  to  provide 
a  new  structure  for  the  selected  alignment 
of  the  United  States  Route  13  Relief  Route. 

Mr.  STAFFORD.  Mr.  President,  I  al- 
lowed the  clerk  to  read  the  amend- 
ment because  that  seemed  to  be  the 
simplest  way  of  explaining  it,  and  I 
understand  it  is  acceptable  to  the 
managers  of  the  bill,  to  Senator  Quen- 
TiK  Bttrdick  for  the  minority  and  Sen- 
ator Stmms  for  the  majority. 

Mr.  SYMMS.  Mr.  President,  I  accept 
the  amendment.  The  amendment  is 
agreeable. 

The  PRESIDING  OFFICER.  Is 
there  further  debate? 

If  not.  the  question  is  on  agreeing  to 
the  amendment  offered  by  the  Sena- 
tor from  Vermont. 

The  amendment  (No.  2879)  was 
agreed  to. 

Mr.  STAFFORD.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  amendment  was  agreed  to. 
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Mr.  BURDICK.  Mr.  President,  I 
move  to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

AMENDMENT  NO.  3880 

(Purpose:  To  allow  the  value  of  certain  do- 
nations to  be  credited  toward  the  State 
matching  share  for  an  off-system  or  a 
Federal-aid  secondary  system  bridge 
project) 

Mr.  SYMMS.  Mr.  President,  I  send 
an  amendment  to  the  desk. 

The  PRESIDING  OFFICER.  The 
clerk  will  report  the  amendment. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  Idaho  [Mr.  Stmms]  pro- 
poses an  amendment  numbered  2880. 

Mr.  SYMMS.  Mr.  President,  I  ask 
unanimous  consent  that  the  reading  of 
the  amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

S.  2405,  as  reported  August  5,  1986,  is 
amended  by  adding  at  the  end  thereof  the 
following  section: 

STATE  MATCHING  SHARE 

Sec.  .  Notwithstanding  title  23.  United 
States  Code,  the  State  matching  share  for 
the  Calder  Bridge  project  across  the  St.  Joe 
River,  19  miles  east  of  St.  Maries,  Idaho,  in- 
cluding approaches,  under  title  23,  United 
States  Code,  may  be  credited  by  the  fair 
market  value  of  land  incorporated  into  the 
project,  where  such  land  is  in  addition  to  ex- 
isting public  right-of-way  and  such  land  is 
lawfully  donated  to  the  State  or  local  gov- 
ernment after  the  effective  date  of  this  sec- 
tion, and  may  be  credited  by  the  fair  market 
value  of  construction  on  the  project  per- 
formed by  or  donated  to  the  State  or  local 
government  after  the  effective  date  of  this 
section. 

Mr.  SYMMS.  Mr.  President,  this 
amendment  has  had  the  approval  of 
both  the  majority  and  minority  side  of 
the  conunittee  and  a  brief  explanation 
of  this  amendment  is  that  this  amend- 
ment allows  the  State  of  Idaho  to 
credit  the  value  of  donated  land  for 
public  right-of-way  and  the  value  of 
donated  equipment,  material,  and 
labor  to  the  State  matching  share  for 
the  Calder  Bridge  project  in  north 
Idaho.  By  utilizing  this  "soft  match" 
provision,  the  local  highway  district 
will  be  able  to  proceed  with  this  badly 
needed  bridge  project  which  has  been 
delayed  because  of  insufficient  cash 
reserves  to  meet  the  State  matching 
requirement. 

Federal-aid  bridge  projects  on  and 
off  the  Federal-aid  system  are  funded 
at  an  80-20  Federal-State  match.  On 
bridge  projects,  as  on  other  Federal- 
aid  highway  projects,  the  State  is  re- 
imbursed for  the  Federal  share  of  a 
contract  after  the  contract  has  been 
paid  with  State  or  local  funds.  Current 
law  permits  such  reimbursement  only 
for  cash  outlays. 

In  many  cases,  the  economic  impor- 
tance of  a  bridge  is  such  that  private 
parties  are  willing  to  donate  land  and 
construction  work  if  such  donations 


can  count  toward  the  State  share  of 
the  project  and,  thereby,  reduce  or 
eliminate  the  cash  outlay  recjuired  of 
the  State  or  local  government.  I  want 
to  thank  the  leadership  for  agreeing 
to  accept  this  important  amendment. 

The  PRESIDING  OFFICER.  If 
there  be  no  further  debate,  the  ques- 
tion is  on  agreeing  to  the  amendment 
of  the  Senator  from  Idaho. 

The  amendment  (No.  2880)  was 
agreed  to. 

Mr.  SYMMS.  Mr.  President.  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  BURDICK.  Mr.  President,  I 
move  to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

MAXICUBE  VEHICLE 

Mr.  SPECTER.  I  would  like  to 
engage  in  a  discussion  with  the  distin- 
guished chairman  of  the  Transporta- 
tion Subcommittee  to  discuss  an  issue 
of  importance. 

Mr.  SYMMS.  Please  do. 

Mr.  SPECTER.  H.R.  3129,  Surface 
Transportation  and  Uniform  Reloca- 
tion Assistant  Act  of  1986,  as  reported 
from  the  House,  gave  a  classification 
to  a  vehicle  that  is  manufactured  in 
my  home  State,  called  the  maxicube 
vehicle.  Essentially  this  system,  allows 
through-loading  of  the  trailer,  better 
and  safer  turning  radius  and  handling 
characteristics  and  more  volume  for 
low-density  products,  thereby  provid- 
ing a  more  economical  usage.  It  re- 
portedly conforms  to  all  current  Fed- 
eral standards. 

The  maxicube  vehicle  was  patented 
after  the  establishment  of  the  regula- 
tory categories  for  truck  and  related 
items  in  the  Surface  Transportation 
Assistance  Act  of  1982.  The  years  of 
delay  in  studying  a  classification  by 
the  U.S.  Department  of  Transporta- 
tion have  and  will  cause  extreme  prob- 
lems for  the  manufacturer  and  those 
who  depend  upon  the  company  for 
jobs. 

Thirty-two  States  have  approved 
this  vehicle.  Twelve  States  have  not 
been  wiUing  to  define  the  system 
under  current  Federal  law  and  there- 
fore will  not  make  any  determination 
at  all  with  regard  to  the  licensing  of 
the  system. 

The  amendment  to  classify  the 
system  makes  no  exceptions  for 
weight  or  length. 

Mr.  SYMMS.  I  appreciate  the  gen- 
tleman from  Pennsylvania's  comments 
and  interest. 

Mr.  SPECTER.  I  urge  the  Senator 
to  consider  accepting  the  House  lan- 
guage on  maxicube  during  conference. 

Mr.  SYMMS.  I  assiu-e  the  Senator 
that  his  request  will  be  carefully  con- 
sidered. 

Mr.  SYMMS.  Mr.  President,  I  see 
the  distinguished  Senator  from  Arkan- 
sas is  on  the  floor.  I  think  he  may  be 
ready  to  go  with  an  amendment. 
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The  PRESIDING  OFFICER.  The 
Senator  from  Arkansas  is  recognized. 

AMEMDMERT  NO.  3881 

Purpose:  To  amend  section  144  of  title  23, 
United  States  Code,  to  give  States  the  au- 
thority to  use  a  portion  of  their  bridge  re- 
placement funds  to  replace  ferryboat  op- 
erations, bridges  destroyed  prior  to  1960, 
or  low-water  crossings. 
Mr.  BUMPERS.  Mr.  President,  I 
send  an  amendment  to  the  desk  and 
ask  for  its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  assistant  legrislative  clerk  read 
as  follows: 

The  Senator  from  Arkansas  [Mr.  BtniP- 
ERs]  proposes  an  amendment  numbered 
2881. 

Mr.  BUMPERS.  Mr.  President,  I  ask 
unanimous  consent  that  the  reading  of 
the  amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
The  amendment  is  as  follows: 
On  page  42,  following  line  25,  add  the  fol- 
lowing: 

Sec.  .  (a)  Section  144.  Title  23,  United 
States  Code,  is  further  amended  by  adding  a 
new  subsection  as  follows: 

"(oXl)  Notwithstanding  any  other  provi- 
sion of  this  section  or  of  any  other  provision 
of  law,  any  State  may  utilize  any  of  the 
funds  provided  under  this  section  to  con- 
struct any  bridge  which— 

"(A)  replaces  any  low-water  crossing  (re- 
gardless of  the  length  of  such  low-water 
crossing), 

"(B)  replaces  any  bridge  that  was  de- 
stroyed prior  to  1960,  or 

"(C)  replaces  any  ferry  which  was  in  exist- 
ence on  January  1, 1984. 

"(2)  The  Federal  share  payable  on  any 
bridge  construction  carried  out  under  para- 
graph (1)  shall  be  80  percent  of  the  cost  of 
such  construction.". 

"(b)  The  amendment  made  by  subsection 
(a)  shall  apply  to  funds  apportioned  to  the 
States  for  fiscal  year  1987  or  for  any  subse- 
quent fiscal  year. 

Mr.  BUMPERS.  Mr.  President, 
today  I  am  offering  an  amendment  to 
the  highway  bill  which  will  not  cost  a 
single  extra  cent  in  Federal  dollars, 
but  will  instead  give  States  greater  op- 
tions in  using  their  section  144  bridge 
replacement  funds. 

My  amendment  is  the  same  as  a  bill 
I  introduced  early  in  the  99th  Con- 
gress, S.  841.  It  will  give  States  the 
option  of  using  a  portion  of  their 
bridge  replacement  funds  to  replace 
ferryboat  operations,  to  replace 
bridges  destroyed  prior  to  1960,  and  to 
replace  low  water  crossings.  The  com- 
mittee previously  included  this  provi- 
sion in  S.  391,  which  was  passed  by  the 
Senate,  and  during  the  last  Congress 
the  Senate  adopted  this  same  lan- 
guage as  an  amendment  to  S.  3024.  In 
both  cases,  unrelated  problems  in  con- 
ference prevented  the  provision  from 
being  enacted  into  law. 

Passage  of  this  amendment  is  criti- 
cally important  to  States  like  Arkan- 
sas, where  old  ferries  are  structurally 
deficient,  functionally  obsolete  and  ex- 
pensive to  continually  maintain.  The 


cost  of  operating  and  maintaining  the 
four  remaining  ferries  in  Arkansas  is 
approximately  S3  million  a  year,  and 
statistics  on  their  operation  indicate 
they  are  imreliable  and  inefficient.  Be- 
tween 1978  and  1982,  a  total  of  19  acci- 
dents occurred  on  these  four  ferries, 
resulting  in  a  total  of  873  days  closed. 
My  amendment  would  allow  States  to 
use  their  bridge  replacement  funds  to 
replace  these  ferry  operations,  and 
this  would  certainly  improve  safety 
and  transportation  for  citizens  in  rural 
areas  of  Arkansas  and  throughout  our 
country. 

Another  provision  would  allow 
States  to  use  these  fimds  to  replace 
structures  destroyed  prior  to  1960  but 
never  replaced.  Although  this  is  cer- 
tainly a  smaU  category  of  bridges,  it  is 
nonetheless  a  very  important  one  for 
Arkansas. 

In  the  1950's.  a  bridge  on  what  is 
now  Coimty  Road  No.  19  in  northeast 
Arkansas  was  destroyed  by  fire.  The 
former  bridge  spanned  the  Spring 
River  and  served  as  an  importnat  link 
connecting  U.S.  Highways  62  and  63 
between  Lawrence  and  Randolph 
Counties.  When  the  bridge  was  de- 
stroyed, the  Federal  Bridge  Replace- 
ment Program  had  not  yet  been  en- 
acted, and  the  State  of  Arkansas  and 
the  counties  in  which  the  bridge  was 
located  simpy  did  not  have  the  re- 
sources to  replace  the  bridge. 

The  Federal  Highway  Administra- 
tion has  denied  Arkansas'  request  that 
the  Spring  River  Bridge  be  added  to 
the  special  bridge  replacement  list. 
That  means  that  the  only  funds  avail- 
able for  reconstruction  are  from  the 
Federal  secondary  program.  Lawrence 
and  Randolph  Counties  each  receive 
approximately  $69,000  annually  from 
this  fund  and  would  therefore  have  to 
spend  every  dime  of  these  funds  for  15 
years  to  meet  the  estimated  $1.5  mil- 
lion bridge  replacement  cost  and 
$580,000  approach  cost.  That  expendi- 
ture would  virtually  ensure  that  no 
other  roadway  repair  work  could  be 
undertaken.  My  amendment  would 
allow  the  State  to  have  the  authority 
to  direct  a  portion  of  the  State's  sec- 
tion 144  funds  to  replace  this  critically 
needed  bridge. 

The  final  provisions  of  my  amend- 
ment would  allow  these  funds  to  be 
used  to  replace  low  water  crossings 
with  bridges.  A  low  water  crossing  is 
usally  a  concrete  slab  with  a  drainage 
pipe,  located  in  a  creek  bed  and  de- 
signed to  withstand  periodic  flooding. 
They  are  often  built  in  rural  areas, 
and  are  usually  designed  to  serve  rela- 
tively few  vehicles.  However,  when  de- 
velopment occurs,  the  flooded  low 
water  crossings  seriously  impede  traf- 
fic because  motorists  are  often  pre- 
vented from  using  routes  for  days  at  a 
time  until  the  flood  recede.  The  Feder- 
al Highway  Administration  will  review 
on  a  case-by-case  basis  the  eligibility 
of  low  water  crossings  over  20  feet 


long  for  bridge  replacement.  However, 
the  FHWA  will  not  even  consider 
funding  for  crossings  under  20  feet 
long.  My  amendment  wiU  make  all  low 
water  crossings  eligible  for  the  Federal 
Bridge  Replacement  Program,  regard- 
less of  length,  a  change  I  feel  is  long 
overdue. 

Mr.  President,  I  want  to  emphasize 
that  none  of  the  provisions  of  my 
amendment  would  create  a  new  cate- 
gory of  Federal  fimding,  nor  would 
they  have  a  budget  impact.  They 
would  simply  giver  the  States  greater 
latitude  to  decide  how  their  Federal 
bridge  replacement  funds  would  be 
spent.  States  know  best  what  their 
highway  needs  are,  and  this  amend- 
ment wiU  give  them  the  opportimity 
to  meet  their  needs  with  greater  flexi- 
bility while  following  Congress'  intent. 
I  appreciate  the  committee's  and  the 
Senate's  adoption  of  this  language  in 
the  past,  and  I  again  ask  for  your  fa- 
vorable consideration  of  my  bridge  re- 
placement amendment. 

I  simply  want  to  repeat  that  the  gen- 
esis of  this  amendment  is  the  fact  that 
we  still  have  four  ferries  in  Arkansas. 
The  bridges  to  replace  them  would  be 
expensive  and  all  we  are  asking  for  is 
that  we  be  given  discretion  to  use 
some  of  our  bridge  replacement  money 
to  replace  these  ferries  which  are 
much,  much  more  dangerous  accord- 
ing to  both  the  Federal  Highway  Ad- 
ministration and  the  Arkansas  State 
Highway  Department  than  most  of 
our  co-called  unsafe  bridges. 

I  think  this  has  been  cleared  with 
the  managers  of  the  bill,  so  that  this 
amendment  can  t>e  adopted. 

□  2020 

The  PRESIDING  OFFICER.  Is 
there  further  debate? 

Mr.  SYMMS.  Will  the  Senator  yield? 

Mr.  BUMPERS.  Certainly. 

Mr.  SYMMS.  Just  to  make  the 
record  clear,  this  has  already  passed 
the  Senate  on  two  or  three  previous 
occasions? 

Mr.  BUMPERS.  On  two  separate  oc- 
casions. As  I  say,  for  totally  unrelated 
reasons,  it  has  been  stopped  in  confer- 
ence both  times.  I  hope  it  will  survive 
this  time. 

Mr.  SYMMS.  I  have  no  objection  to 
the  amendment. 

Mr.  BUMPERS.  I  move  the  adoption 
of  the  sunendment.         

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend- 
ment of  the  Senator  from  Arkansas 

[Mr.  BtTMPERS]. 

The  amendment  (No.  2881)  was 
agreed  to. 

Mr.  BUMPERS.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  amendment  was  agreed  to. 

Mr.  BURDICK.  I  move  to  lay  the 
motion  on  the  table. 

The  motion  to  lay  on  the  table  is 
agreed  to. 
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Mr.  BUMPERS.  Mr.  President, 
today  we  are  considering  the  Federal 
Aid  Highway  Act  of  1986,  and  I  want 
to  take  this  opportunity  to  comment 
on  some  items  contained  in  the  bill 
which  are  of  importance  to  Arkansas. 

This  bill  contains  a  committee 
amendment,  of  which  I  am  a  cospon- 
sor,  providing  authorization  for  cer- 
tain projects  to  be  constructed.  Under 
the  terms  of  the  amendment,  no  new 
Federal  funds  are  to  be  made  available 
for  the  projects.  Instead,  States  will 
have  the  authority  to  draw  the  Feder- 
al portion  of  the  funding  from  any  of 
its  other  regular  Federal  highway  ac- 
count allocations.  The  normal  State 
match  will  then  be  required  as  always. 
The  State  will  have  the  right  to 
choose  which  account  the  fimding  wlU 
be  drawn  from  and  to  determine  its 
own  priorities  in  carrying  out  projects. 
Although  I  am  disappointed  that  no 
new  Federal  funds  have  been  provided 
for  these  projects,  I  am  hopeful  that 
when  the  conference  with  the  House 
takes  place,  a  compromise  may  be 
reached  which  will  in  fact  provide 
some  level  of  new  funding  to  facilitate 
the  construction  of  these  vitally  im- 
portant projects. 

I  am  pleased  that  the  committee 
amendment  contains,  at  my  request, 
authorization  for  critical  improve- 
ments on  U.S.  Highway  71  in  north- 
west Arkansas  and  Waldron  Road  In 
Fort  Smith,  AR,  four  grade  separa- 
tions on  a  four-lane  bypass  route  in 
Jonesboro,  AR.  and  a  bridge  at  lock 
and  dam  4  on  the  Arkansas  River  at 
Pine  Bluff.  AR. 

Earlier  in  the  99th  Congress,  I  intro- 
duced bills  to  authorize  the  Highway 
71  and  Waldron  Road  projects.  High- 
way 71  continues  to  be  absolutely  criti- 
cal. Improvements  on  this  most  impor- 
tant primary  route  in  northwest  Ar- 
kansas are  essential  to  save  lives  and 
to  adequately  serve  the  rapidly  grow- 
ing population  of  the  Ozark  region  of 
Arkansas  and  Missouri.  My  bill— S. 
384,  and  this  amendment,  will  author- 
ize the  building  of  a  safer  road  so  that 
we  may  reduce  the  ever-increasing 
niunbers  of  tragedies  that  are  becom- 
ing all  too  commonplace  along  this 
route.  An  improved,  safer  road  is  abso- 
lutely critical  to  the  economic  future 
of  Arkansas.  This  is  the  major  north- 
south  route  through  the  western-most 
part  of  the  Ozark  Moiuitains,  and  this 
region  is  one  of  the  fastest  growing  re- 
gions in  the  country.  Highway  71 
serves  a  very  mountainous  area, 
making  travel  extremely  hazardous. 
Fatal  accidents  on  this  road  are  five 
times  the  State  average.  This  matter  is 
of  primary  importance  to  my  State, 
and  it  is  Imperative  that  a  new  High- 
way 71  be  built. 

The  committee  amendment  also  au- 
thorizes improvements  on  Waldron 
Road  in  Fort  Smith,  AR.  As  with 
Highway  71,  I  also  introduced  a  sepa- 
rate bill  for  this  purpose,  S.  383.  Fort 


Smith  is  Arkansas'  second  largest  city, 
and  experiences  monumental  traffic 
tie-ups  along  this  major  north-south 
route.  Traffic  moves  at  a  crawl;  acci- 
dents are  frequent;  property  damage  is 
heavy;  and  economic  growth  is  ad- 
versely affected.  Waldron  Road  serves 
the  area  with  the  highest  concentra- 
tion of  commercial  development  in 
Forth  Smith.  It  also  intersects  Grand 
Avenue,  which  is  connected  to  Inter- 
state 540  by  an  Interchange,  and 
Rogers  Avenue,  or  Arkansas  State 
Highway  22.  These  intersections  are 
among  the  most  congested  in  the 
entire  State.  My  biU  and  this  amend- 
ment would  authorize  the  acquiring  of 
a  right-of-way,  widening  the  road  to 
four,  and  in  some  places,  five,  lanes, 
and  installing  unproved  signalization. 
The  city  is  in  critical  need  of  assist- 
ance, and  I  am  glad  the  authorization 
for  improvements  to  Waldron  Road 
has  been  included. 

Another  item  included  in  the  com- 
mittee's amendment  is  the  authoriza- 
tion for  construction  of  four  grade  sep- 
arations, or  overpasses,  in  a  four-lane 
bypass  route  in  the  vicinity  of  Jones- 
boro. This  U.S.  Highway  63  bypass  was 
constructed  in  1979  as  a  project  to 
demonstrate  methods  of  improving 
highway  safety  by  providing  con- 
trolled access  on  an  existing  route. 
These  four  overpasses  will  complete 
that  original  project.  This  route 
around  the  southern  and  western  part 
of  Jonesboro  handles  a  tremendous 
amount  of  traffic  in  a  heavily  congest- 
ed commercial  area.  The  State  high- 
way department  feels  that  upgrading 
the  bypass  route  by  adding  these  addi- 
tional overpasses  is  of  utmost  impor- 
tance in  order  to  preserve  the  route  so 
that  it  doesn't  become  obsolete  and 
lead  to  the  need  for  a  new  route  en- 
tirely. 

A  final  item  of  importance  to  Arkan- 
sas included  in  the  committee  amend- 
ment is  the  authorization  for  construc- 
tion of  a  bridge  over  lock  and  dam  4  on 
the  Arkansas  River  in  the  vicinity  of 
Pine  Bluff,  AR.  This  study  has  been 
proposed,  reviewed  and  studied  for 
over  20  years,  and  the  highway  depart- 
ment studies  have  all  consistently  indi- 
cated that  the  bridge  and  associated 
highway  work  are  greatly  needed  and 
would  t)e  cost  effective.  Because  of  the 
need  to  alleviate  increasingly  severe 
traffic  congestion,  to  accommodate 
rapidly  growing  industrial  expansion 
and  to  divert  the  transportation  of 
hazardous  materials,  there  is  a  tre- 
mendous need  for  a  highway  bridge 
across  the  Arkansas  River  at  lock  and 
dam  4  near  Pine  Bluff.  This  bridge 
would  connect  U.S.  Highway  65  at 
Pine  Bluff  with  U.S.  Highway  79  near 
Altheimer,  AR.  In  conjunction  with 
the  building  of  this  bridge,  approxi- 
mately 9%  miles  of  road  improvements 
would  be  undertaken.  The  availability 
of  Federal  assistance  is  imperative  for 
this  project  to  be  undertaken,  and  I 


am  therefore  very  glad  it  has  been  in- 
cluded in  the  committee  amendment. 

Again,  Mr.  President,  I  want  to  ex- 
press my  appreciation  to  the  conunit- 
tee  for  recognizing  the  importance  of 
these  items  and  including  them  in  the 
amendment.  I  certainly  recognize  the 
necessity  of  controlling  excessive 
spending.  I  do.  however,  fully  believe 
these  vitally  important  projects  must 
be  built  in  order  to  meet  very  critical 
needs.  Therefore,  I  continue  to  hope  a 
compromise  may  be  reached  in  confer- 
ence which  will  allow  additional  fund- 
ing to  be  available. 

Thank  you,  Mr.  President. 

LOUISIAHA-ARKANSAS-MISSOURt  HIGHWAY 
FEASIBILITY  STOOY 

Mr.  JOHNSTON.  Mr.  President,  sec- 
tion 160  of  H.R.  3129,  the  House  com- 
panion bill  to  S.  2405,  authorizes  the 
Secretary  of  Transportation  to  carry 
out  a  study  of  the  feasibility  and  ne- 
cessity of  constructing  to  appropriate 
standards  a  proposed  highway  which 
would  link  Shreveport,  LA  to  Kansas 
City,  MO  by  way  of  Texarkana,  Port 
Smith  and  Fayetteville,  AR.  This 
study  would  update  a  previous  feasibil- 
ity study  that  was  conducted  under 
section  143(6)  of  the  Federal-Aid  High- 
way Act  of  1973. 

The  proposed  highway  would  start 
at  the  present  termination  point  of  I- 
49  in  Shreveport.  As  my  colleagues  are 
aware,  1-49  is  the  only  major  north- 
south  highway  in  Louisiana  and  its 
construction  is  one  of  the  State's  pri- 
ority highway  projects.  Shreveport  is  a 
growing  city  located  in  the  northwest 
comer  of  the  State.  During  the  past  13 
years,  the  population  of  the  Shreve- 
port/Bossier  City  area  has  increased 
from  226.000  to  266,000  and  it  is  pro- 
jected to  grow  to  350,000  by  the  year 
2000.  This  growth  is  attributoble  to 
two  factors:  first  the  creation  of  new 
jobs  due  to  industrial  growth;  and 
second,  city  expansion  due  to  annex- 
ation. 

Almost  daily,  city  officials  meet  with 
industry  representatives  regarding  the 
possibility  of  relocating  or  expanding 
business  in  Shreveport.  In  many  in- 
stances, these  talks  have  been  success- 
ful. For  example,  last  year  AT&T 
closed  its  last  U.S.-based  household 
phone  manufacturing  plant  and 
moved  the  entire  operation  to  Asia. 
That  plant  was  located  in  Shreveport 
and  the  move  resulted  in  the  loss  of 
over  3,000  jobs.  In  an  effort  to  turn 
this  depressing  situation  into  a  posi- 
tive situation,  city  officials  went  to 
New  Jersey  and  convinced  AT&T  that 
they  should  import  their  finished 
products  and  component  parts  to 
Shreveport  for  distribution  around  the 
United  States.  After  careful  study 
AT&T  acknowledged  the  benefits  of 
operating  in  Shreveport  and  decided 
to  locate  a  warehouse  and  distribution 
center  in  Shreveport  to  service  all  the 
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the  United  States  east  of  the  Rocky 
Motintains. 

The  ATA^  story  is  an  example  of 
succoBful  negotiations;  however,  the 
city's  outreach  program  does  not 
always  lead  to  industrial  growth  in 
Shi«veport  and  one  of  the  most 
common  reasons  given  for  a  negative 
decision  is  the  lack  of  a  major  highway 
linking  Shreveport  with  major  cities  to 
the  north. 

Mr.  President,  the  Corp  of  Engineers 
is  currently  developing  the  Red  River 
navigation  and  port  facilities  in 
Shreveport.  When  this  project  is  com- 
pleted, Shreveport  will  be  the  north- 
em  most  terminal  on  this  waterway 
which  will  connect  to  our  inland  wa- 
terways system  and  our  deep  water 
ports.  Many  companies  located  in 
Texas,  Arkansas,  and  Oklahoma  are 
expected  to  truck  their  product  to  the 
Red  River  port  in  Shreveport.  Con- 
struction of  the  proposed  road  will  cer- 
tainly facilitate  this  effort. 

Both  the  House  and  Senate  highway 
reauthorization  bills  recognize  the 
need  for  a  portion  of  this  road  by  au- 
thorizing a  3.6  mile  extension  of  1-49 
in  Shreveport.  I  certainly  hope  that 
time  and  money  wiU  eventually  permit 
us  to  continue  construction  of  the 
Interstate  to  Kansas  City.  MO.  Howev- 
er, over  a  decade  has  passed  since  the 
first  feasibility  study  of  this  project 
was  conducted  and  time  may  have  al- 
tered some  of  the  findirigs  of  that 
study.  Therefore,  I  would  argue  that  it 
Is  prudent  to  update  the  earlier  feasi- 
bility study  at  this  time.  Such  action 
will  assure  that  we  go  forward  with 
this  project  in  an  effective  and  cost-ef- 
ficient manner  and  I  urge  the  distin- 
guished committee  leaders  to  retain 
authorization  for  this  study  in  the 
final  highway  reauthorization  bill. 

Mr.  STAFFORD.  The  Senator  from 
Louisiana  has  certainly  made  us  aware 
of  the  need  for  a  north-south  highway 
linldng  Shreveport  with  Kansas  City 
and  I  can  assure  the  Senator  that  I 
will  carefully  consider  this  matter  in 
conference. 

Mr.  BENTSEN.  Construction  of  a 
major  highway  between  Stireveport 
and  Kansas  City  will  provide  greater 
access  to  southeast  Texas  and  there- 
fore benefit  my  constituents  in  that 
area  of  the  State.  I  agree  that  updat- 
ing the  1973  feasibUity  study  is  a  pru- 
dent step  toward  completion  of  this 
liighway  and  I  will  do  what  I  can  to 
see  that  the  Senator's  concern  is  ade- 
quately addressed  in  conference. 

Mr.  BURDICK.  I  want  to  assure 
that  Senator  from  Louisiana  that  I  un- 
derstand the  importance  of  this  study 
to  the  continued  construction  of  the 
Interstate  System  in  his  State  and  I 
hope  we  will  be  able  to  accommodate 
his  concern  in  conference. 

Mr.  SYMMS.  I  think  the  request  of 
the  Senator  from  Louisiana  is  reasona- 
ble and  I  am  willing  to  see  that  this 


matter  is  thoroughly  examined  in  con- 
ference. 

Mr.  JOHNSTON.  I  thank  my  distin- 
guished colleagues  for  their  assur- 
ances. 

STRATEGIC  RICHWAT  RESEARCH  PROGRAM 

AcnvmES 

Mr.  SIMPSON.  Mr.  President,  I  have 
a  matter  of  clarification  regarding  sec- 
tion 114,  the  Strategic  Highway  Re- 
search Program.  Would  the  distin- 
guished Senator  from  North  Dakota, 
Mr.  BxTROicK,  be  willing  to  respond  to 
some  questions  of  a  clarifying  nature. 

Mr.  BURDICK.  I  would  be  happy  to 
respond  to  the  Senator. 

Mr.  SIMPSON.  Under  section  114, 
we  seem  to  be  moving  away  from  the 
current  research  and  development  pro- 
gram and  the  emphasis  it  places  on 
highway  development  and  moving 
toward  R&D  activities  that  preserve 
the  existing  network  of  highways.  As 
part  of  this  new  direction,  we  identify 
priority  research  issues.  Would  the 
Senator  please  clarify  for  me  the  liinds 
of  research  he  envisions  for  the  Stra- 
tegic Highway  Research  Program 
[SHRPl? 

Mr.  BURDICK.  The  Senator  is  cor- 
rect when  he  indicates  that  section  114 
moves  our  RdcD  effort  into  new  areas. 
Thirty  years  ago,  at  the  outset  of  the 
Interstate  Highway  Program,  a  high- 
way research  program  was  started. 
This  was  the  American  Association  of 
State  Highway  Officials  [AASHO] 
road  test.  Now  as  the  interstate  nears 
completion  and  the  emphasis  shifts  to 
preserving  the  existing  investment  and 
maintaining  a  mature  road  network, 
another  major  research  initiative  is 
needed.  The  priority  research  areas 
for  SHRP  will  include:  asphaltic  mate- 
rials, pavement  performance,  mainte- 
nance cost  effectiveness,  bridge  con- 
crete protection,  cement  and  concrete, 
and  chemical  control  of  snow  and  ice. 

The  Secretary  will  carry  out  SHRP 
in  cooperation  with  State  highway  and 
transportation  departments,  as  repre- 
sented by  the  American  Association  of 
Highway  and  Transportation  officials. 
The  Secretary  will  set  standards  for 
the  use  of  the  research  fimds. 

Mr.  SIMPSON.  One  of  the  major 
problems  we  face  today  is  the  prema- 
ture deterioration  of  our  asphalt  pave- 
ments. A  major  contributor  to  this 
problem  is  still  our  lack  of  full  knowl- 
edge about  the  fundamental  material 
and  physical  and  chemical  properties 
that  make  up  the  asphalt  used  in  the 
highway  system.  The  ability  to  devel- 
op asphalt  pavements  that  can  with- 
stand the  stresses  of  everyday  use  for 
longer  time  periods  could  contribute 
to  the  preservation  of  the  highway 
network  as  well  as  minimizing  mainte- 
nance costs.  Would  research  into,  and 
the  demonstration  of,  asphalt  compo- 
sition as  it  relates  to  physical  and  en- 
gineering properties  that  control  pave- 
ment performance  be  considered  the 


kind  of  activities  the  SHRP  Program 
is  to  understake? 

Mr.  BURDICK.  Yes,  this  is  precisely 
the  kind  of  research  the  committee 
had  in  mind  when  it  discussed  preven- 
tion of  premature  deterioration  of  our 
Nation's  tiighway  system.  The  Secre- 
tary has  the  flexibility  of  using  SHRP 
funds  to  acquire  necessary  equipment 
to  expedite  important  research  activi- 
ties of  a  imique  nature  such  as  new 
and  innovative  asphalt  processes. 
These  research  activities  are  intended 
to  include  actual  demonstration  of  re- 
search findings,  for  example  test  strips 
of  asphalt  pavements,  or  methods  for 
characterizing  additives.  This  type  of 
research  will  implement  one  of 
SHRP's  primary  goals  of  collecting  re- 
search data  and  results  from  actual 
large-scale  tests  that  can  be  varied 
under  field  conditions.  This  way.  State 
highway  agencies  will  be'able  to  trans- 
fer SHRP  findings  as  new  technology 
without  unnecessary  delay. 

Mr.  SIMPSON.  Is  the  gentleman 
then  indicating  that  equipment  and 
instruments  that  would  enable  collec- 
tion, analysis,  and  evaluation  of  data 
related  to  making  studies  of  physical 
and  rheological  properties  on  asphalts 
and  asphalt-aggregate  mixtures  under 
precisely  controlled  temperature  and 
loading  conditions  would  be  eligible 
for  funding  under  SHRP?  I  am  speak- 
ing specifically  of  instniments  such  as 
the  automated  elastomer  test  systems. 

Mr.  BURDICK.  It  would  be  my  un- 
derstanding that  if  such  equipment 
were  necessary  to  conduct  testing  re- 
search on  design  pavement  perform- 
ance criteria,  SHRP  funds  may  be 
used. 

Mr.  SIMPSON.  This  is  exactly  what 
I  am  seeking  clarification  on  and  I 
very  much  thank  the  distinguished 
Senator  from  North  Dakota. 

AMENDMENT  NO.  2882 

(Purpose:  Top  authorize  appropriations  for 
certain  highways  in  accordance  with  title 
23.  United  States  Code,  and  for  other  pur- 
poses.) 

Mr.  SYMMS.  Mr.  President.  I  send 
an  amendment  to  the  desk  on  behalf 
of  Senator  Stafford,  Senator  Bent- 
sen.  Senator  Buroick  and  myself,  and 
ask  for  its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
clerk  will  repKjrt  the  amendment. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  Idaho  [Mr.  Stmms],  for 
himself.  Mr.  Staitord,  Mr.  Bentsen,  and 
Mr.  BuRDicK,  proposes  an  amendment  num- 
bered 2882. 

Mr.  SYMMS.  Mr.  President,  I  ask 
unanimous  consent  that  further  read- 
ing of  the  amendment  be  dispensed 
with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
The  amendment  reads  as  follows: 
S.  2405  is  amended  by  adding  at  the  end 
thereof  the  following  section: 
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Sk.  .  (a)  Section  115  of  title  23,  United 
States  Code,  is  amended  by  striking  the  title 
and  inserting  in  lieu  thereof  "Advance  con- 
struction." 

(b>  Paragraph  (a)  of  section  115  of  title  23, 
United  States  Code,  Is  amended  to  read  as 
follows: 

"(a)  When  a  State  has  obligated  all  the 
highway  substitute,  urban,  secondary  or 
bridge  funds,  as  the  case  may  be,  appor- 
tioned or  allocated  to  It  or  has  used  or  dem- 
onstrates that  it  will  use  the  obligation  au- 
thority allocated  to  it.  and  proceeds  to  con- 
struct a  highway  substitute,  urban,  second- 
ary or  bridge  project  without  the  aid  of  Fed- 
eral funds  in  accordance  with  all  procedures 
and  all  requirements  applicable  to  a  project, 
except  Insofar  as  procedures  and  require- 
ments limit  a  State  to  the  construction  of  a 
project  with  the  aid  of  funds  previously  ap- 
portioned or  allocated  to  it  or  limit  a  State 
to  the  construction  of  a  project  with  obliga- 
tion authority  previously  allocated  to  it,  the 
Secretary,  \ipon  approval  of  an  application, 
is  authorized  to  pay  to  the  State  the  Feder- 
al share  of  the  cost  of  construction  of  the 
project  when  additional  funds  are  appor- 
tioned or  allocated  to  the  State,  or  when  ad- 
ditional obligation  authority  is  allocated  to 
the  SUte  if — 

(A)  prior  to  the  construction  of  the 
project  the  Secretary  approved  the  plans 
and  specifications  therefor  in  the  same 
manner  as  other  projects,  and 

(B)  the  project  conforms  to  the  applicable 
standards  under  section  109  of  this  title." 

(c)  Paragraph  (b)(1)  of  section  115  of  title 
23,  United  States  Code,  is  amended  to  read 
as  follows: 

"(bKl)  When  a  State  proceeds  to  con- 
struct any  project  on  the  Federal-aid  pri- 
mary system  including  the  Interstate 
System  without  the  aid  of  Federal  funds  in 
accordance  with  all  procedures  and  all  re- 
quirements applicable  to  projects  on  the 
Interstate  System  or  the  primary  system,  as 
the  case  my  be,  except  Insofar  as  the  proce- 
dures and  requirements  limit  a  State  to  the 
construction  of  projects  with  the  aid  of  Fed- 
eral funds  previously  apportioned  to  it,  the 
Secretary,  upK)n  approval  of  the  application, 
is  authorized  to  pay  to  the  State  the  Feder- 
al share  of  the  cost  of  construction  of  the 
project  when  additional  funds  are  appor- 
tioned to  the  Stete  if — 

(A)  prior  to  the  construction  of  the 
project  the  Secretary  approved  the  plans 
and  specifications  therefor  in  the  same 
manner  as  other  projects,  and 

(B)  the  project  conforms  to  the  applicable 
standards  under  section  109  of  this  title.". 

(d)  Paragraph  (b)(3)  of  section  115  of  title 
23,  United  States  Code,  is  amended  by  in- 
serting "on  the  Interstate  System"  after 
"project"  the  first  place  that  "project"  ap- 
pears. 

(e)  Section  115  of  title  23.  United  States 
Code,  Is  further  amended  by  adding  new 
subsection  (d)  as  follows: 

"(d)  The  Secretary  may  not  approve  an 
application  under  this  section  if  the  amount 
of  approved  applications  in  the  category  of 
funds  involved  exceeds  the  total  of  that  cat- 
egory of  unobligated  funds  apportioned  or 
allocated  to  a  State,  plus  such  State's  ex- 
pected apportionment  of  that  category  of 
funds  from  existing  authorization  plus  an 
amount  equal  to  such  States  expected  ap- 
portionment of  that  category  of  funds  for 
one  additional  fiscal  year. 

S.  2405,  as  reported  on  August  5.  1986,  is 
further  amended  by  (1)  inserting  "115.  Con- 
struction by  States  in  sulvance  of  apportion- 


ment." in  paragraph  144(a)(1)(A)  on  line  5, 
page  88,  by  (2)  Inserting  "115.  Advance  Con- 
struction." in  paragraph  144(a)(1)(B)  on  line 
7,  page  88,  by  (3)  striking  paragraph 
144(a)(6),  lines  15,  16,  17,  and  18  of  page  88, 
and  by  (4)  renumbering  paragraphs  of  sub- 
section 144(a)  as  appropriate. 

Mr.  SYMMS.  Mr.  President,  this 
amendment  has  been  agreed  to  by  the 
entire  P*ublic  Works  Committee.  It 
does  two  things:  No.  1,  it  gives  the 
States  additional  flexibility  for  using 
the  Advance  Construction  Program. 
No.  2,  it  continues  the  Access  to  Lakes 
Program  which  the  distinguished  Sen- 
ator from  North  Dakota  has  had  a 
long  interest  in.  It  has  been  agreed  to 
by  both  sides. 

The  PRESIDING  OFFICER.  Does 
the  Senator  from  North  Dakota  seek 
to  be  recognized  on  this  amendment? 

Mr.  BURDICK.  Mr.  President,  I  sup- 
port the  amendment. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  amend- 
ment? If  not,  the  question  is  on  agree- 
ing to  the  amendment  of  the  Senator 
from  Idaho  [Mr.  Symhs]. 

The  amendment  (No.  2882)  was 
agreed  to. 

Mr.  SYMMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  BURDICK.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  SYMMS.  Mr.  President,  I  sug- 
gest the  absence  of  a  quonmi. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

D  2040 

Mr.  CHILES.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

AMENDBIENT  NO.  28S3 

Mr.  CHILES.  Mr.  President,  I  send 
an  amendment  to  the  desk  and  ask  for 
its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  Florida  [Mr.  Chiles], 
for  himself,  Mr.  Thurmond.  Mr.  Nunn,  Mr. 
Dixon,  Mr.  Bentsen,  Mr.  Simon,  Mr.  Hum- 
phrey. Mr.  Mathias.  Mrs.  Hawkins,  Mr. 
Sarbanes,  Mr.  Dole,  and  Mr.  Specter,  pro- 
poses an  amendment  numbered  2883. 

Mr.  CHILES.  Mr.  President.  I  ask 
unanimous  consent  that  further  read- 
ing of  the  amendment  be  dispensed 
with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

S.  2405.  as  reported  on  August  5,  1986,  is 
amended  as  follows: 

Strike  page  35.  line  1  through  page  37, 
line  4  and  insert  in  lieu  thereof: 


TOLL  ROADS,  BRIDGES,  TUNNELS  AND  FERRIES 

Sec.  111.  (a)(1)  Section  301  of  title  23, 
United  States  Code,  is  repealed. 

(2)  Section  105  of  the  Federal-Aid  High- 
way Act  of  1978  is  tunended  by  striking  the 
last  two  sentences. 

(b)  Section  129  of  title  23,  United  States 
Code,  is  amended  to  read  as  follows: 

"Sec.  129.  Toll  Roads,  Bridges,  Tunnels 
and  Ferries. 

"(a)  Except  as  provided  In  this  section  all 
highways  constructed,  reconstructed,  reha- 
bilitated, restored,  or  resurfaced  under  the 
provisions  of  this  title  shall  be  free  from 
tolls  of  all  kinds. 

"(b)  The  Secretary  may  permit  Federal 
participation,  on  the  same  basis  and  in  the 
same  manner  as  in  the  construction  of  free 
highways  under  this  chapter,  in  the  con- 
struction of  any  new  toll  highway,  bridge  or 
tunnel  other  than  a  highway  on  the  Inter- 
state System;  in  the  reconstruction  of  any 
existing  highway,  bridge  or  tunnel  to 
expand  its  capacity,  other  than  a  highway, 
bridge  or  tunnel  on  the  Interstate  System; 
or  in  the  construction,  reconstruction  or  ac- 
quisition of  smy  toll  bridge  or  toll  tunnel; 
upon  compliance  with  the  conditions  con- 
tained in  this  section  provided  That  the 
Federal  share  payable  for  the  construction 
or  reconstruction  of  a  toll  highway,  bridge 
or  tunnel  shallnot  exceed  35  per  centum. 
The  highway,  bridge,  tunnel,  or  approach 
thereto  must  be  publicly  owned  and  operat- 
ed. Federal  funds  may  participate  in  the  ap- 
proaches to  a  toll  bridge  or  toll  tunnel 
whether  the  bridge  or  tunnel  is  to  be  or  has 
been  constructed,  or  acquired,  by  the  State 
or  other  public  authority.  For  purposes  of 
this  section  the  term  "new  toll  highway 
bridge  or  tunnel"  shall  mean  initial  con- 
struction of  a  highway  bridge  or  tunnel  on  a 
new  location  at  any  time  before  it  is  open  to 
traffic  and  shall  not  include  any  improve- 
ments to  a  toll  highway  after  it  is  open  to 
traffic.  The  State  Highway  Department 
must  agree,  for  toll  bridges,  tunnels  and 
highways,  that  toll  revenues  will  be  used 
only  on  the  facility  tolled,  and  only  for  con- 
struction or  reconstruction  costs,  or  for  the 
costs  necessary  for  the  proper  operation, 
maintenance  and  debt  service  of  the  facility 
including  resurfacing,  reconstruction,  reha- 
bilitation, and  restoration.  Except  for  recon- 
struction to  expand  capacity,  toll  facilities 
may  receive  Federal  participation  under  this 
subsection  once  only  for  the  original  con- 
■  struction,  reconstruction,  or  acquisition. 
Toll  mileage  created  under  this  subsection 
shall  not  be  used  to  increase  a  State's  appor- 
tionment under  any  apportionment  formu- 
la. 

'(c)  Funds  authorized  for  use  on  any  of 
the  Federal-aid  systems  including  the  Inter- 
state System  shall  be  available  for  obliga- 
tion on  projects  approaching  any  toll  road, 
bridge,  or  tunnel  to  a  point  where  the  ap- 
proach enters  the  main  lanes  of  the  toll  fa- 
cility or  toll  plaza,  whichever  occurs  first. 
Construction,  reconstruction,  or  relocation 
of  toll  collection  equipment,  facilities,  plaza, 
or  related  facilities  shall  not  be  eligible  for 
Federal  funds.  The  Secretary  may  permit 
Federal  participation  in  any  engineering 
and  fiscal  assessments,  traffic  analyses,  and 
preliminary  design  analyses  necessary  to  de- 
termine whether  a  privately  owned  toll 
road,  toll  bridge,  or  toll  tunnel  shall  be  ac- 
quired by  a  State  or  political  subdivision 
thereof. 

"(d)(1)  The  Secretary  may  permit  Federal 
participation  under  this  title  in  the  con- 
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struction of  a  ferryboat,  whether  toll  or 
free,  subject  to  the  following  conditions: 

"(A)  It  is  not  feasible  to  build  a  bridge, 
tunnel,  combination  bridge-tunnel,  or  other 
normal  highway  structure  in  lieu  of  use  of 
the  ferry. 

"(B)  The  operation  of  the  ferry  shall  be 
on  the  Federal-aid  primary  system  other 
than  the  Interstate  System  or  the  Federal- 
aid  secondary  system. 

"(C)  The  ferry  shall  be  publicly  owned 
and  operated. 

"(D)  The  operating  authority  and  the 
amount  of  fares  charged  for  passage  on  the 
ferry  shall  be  under  the  control  of  the 
State,  and  all  revenues  derived  therefrom 
shall  be  applied  to  actual  and  necessary 
costs  of  operation,  maintenance,  and  repair. 

"(E)  The  ferry  may  be  operated  only 
within  the  State  (including  the  islands 
which  comprise  the  State  of  Hawaii  and  the 
islands  which  comprise  the  Commonwealth 
of  Puerto  Rico)  or  between  adjoining  States. 
Except  with  respect  to  operations  between 
the  islands  which  comprise  the  State  of 
Hawaii,  operation  t>etween  the  island  which 
comprise  the  Conunonwealth  or  Puerto 
Rico,  operations  between  the  State  of  Maine 
and  its  off-shore  islands,  and  operations  be- 
tween any  two  points  in  Alaska  and  between 
Alaska  and  Washington,  including  stops  at 
appropriate  points  in  the  Dominion  of 
Canada,  no  part  of  the  ferry  operation  shall 
be  in  any  foreign  or  international  waters. 

"(P)  The  ferry  shall  not  be  sold,  leased,  or 
otherwise  disposed  of  without  the  approval 
of  the  Secretary.  The  Federal  share  of  any 
proceeds  from  a  disposition  shall  be  credited 
to  the  unprogrammed  balance  of  Federal- 
aid  highway  funds  of  the  same  class  last  ap- 
portioned to  the  State.  Any  amount  credited 
shall  be  in  addition  to  other  funds  appor- 
tioned to  the  State  and  shall  be  available 
for  obligation  in  accordance  with  the  provi- 
sions of  this  title. 

"(2)  The  Secretary  may  permit  Federal 
participation  under  this  title  in  the  con- 
struction of  a  project  constituting  an  ap- 
proach to  a  ferry,  whether  toll  or  free,  on 
the  Federal-aid  primary  system  other  than 
the  Interstate  System  or  the  Federal-aid 
secondary  system.  The  ferry  may  be  either 
publicly  or  privately  owned  and  operated, 
but  the  operating  authority  and  amount  of 
fares  charged  for  passage  shall  be  under  the 
control  of  a  State  agency  or  official,  and  all 
revenues  derived  from  publicly  owned  or  op- 
erated ferries  shall  be  applied  to  payment  of 
the  cost  of  construction  or  acquisition,  in- 
cluding debt  service,  than  to  actual  and  nec- 
essary costs  of  operation,  maintenance, 
repair,  and  replacement. 

"(e)  Sums  apportioned  to  a  State  for  the 
Federal-aid  Interstate-primary  program  or 
for  Interstate  System  resurfacing  may  be 
obligated  for  projects  for  resurfacing,  re- 
storing, and  rehabilitating  lanes  on  a  toll 
road  which  has  been  designated  as  a  part  of 
the  Interstate  System  if  an  agreement  satis- 
factory to  the  Secretary  of  Transportation 
has  been  reached  with  the  State  highway 
department  and  any  public  authority  with 
Jurisdiction  over  such  toll  road  prior  to  the 
approval  of  such  project  that  the  toll  road 
will  become  free  to  the  public  upon  the  col- 
lection of  tolls  sufficient  to  liquidate  the 
cost  of  the  toll  road  or  any  bonds  outstand- 
ing at  the  time  constituting  a  valid  lein 
against  it,  and  the  cost  of  maintenance  and 
operation  and  debt  service  during  the  period 
of  toll  collections.  The  agreement  referred 
to  in  the  preceding  sentence  shall  contain  a 
provision  requiring  that  if,  for  any  reason,  a 
toll  road  subject  to  an  agreement  does  not 


become  free  to  the  public  upon  collection  of 
sufficient  tolls,  as  specified  in  the  preceding 
sentence.  Federal  funds  used  for  projects  on 
such  toll  road  pursuant  to  this  subsection 
shall  be  repaid  to  the  Federal  Treasury  and 
a  provision  requiring  that  if  such  repayment 
does  not  equal  or  exceed  Federal  funds  ap- 
portioned to  a  State  by  reason  of  including 
toll  road  mileage  in  an  apportionment  for- 
mula, the  State's  apportionment  shall  be  re- 
duced by  the  amount  needed  to  make  the 
repayment  equal  such  apportionment. 

"(f)(1)  Each  operator  of  toll  roads,  toll 
tunnels,  toll  ferries,  and  toll  bridges,  other 
than  an  international  toll  facility  or  toll  fa- 
cility subject  to  an  agreement  under  this 
section  or  section  105  of  the  Surface  Trans- 
portation Assistance  Act  of  1978  on  a  Feder- 
al-aid system  in  a  State  shall  biennially  cer- 
tify to  the  Governor  of  the  State  that  such 
facilities  are  adequately  maintained  and 
that  the  operator  of  such  toll  facility  has 
the  ability  to  fund  the  replacement  or 
repair  of  any  such  facilities  that  are  not 
adequately  maintained  without  using  Feder- 
al-aid highway  funds.  Failure  to  certify 
shall  preclude  Federal  funding  out  of  the 
Highway  Trust  Fund  of  any  facilities  owned 
or  operated  by  the  operator  of  such  toll  fa- 
cility. 

"(2)  The  Governor  shall  report  biennially 
to  the  Secretary  the  toll  facilities  subject  to 
paragraph  (1)  of  this  suljsection.  that  have 
so  certified  and  those  which  have  not  certi- 
fied in  accordance  with  paragraph  (1)  of 
this  subsection.  If  funds  from  the  Highway 
Trust  Fund  are  used  to  repair  or  replace 
such  toll  facilities,  the  States'  apportion- 
ment for  the  following  fiscal  year  under  sec- 
tion 104  of  this  title  shall  be  reduced  by  the 
amount  of  Highway  Tnist  Fund  moneys  ex- 
pended: Provided,  That  such  reduction  shall 
not  be  made  if  the  State  has  executed  an 
agreement  covering  such  toll  facilities  under 
this  section  or  section  105  of  the  Surface 
Transportation  Assistance  Act  of  1978.". 

(c)  Upon  the  request  of  a  State  and  upon 
entering  into  an  agreement  that  toll  reve- 
nue will  be  used  only  on  the  facility  tolled, 
construction  and  reconstruction  costs,  or  for 
the  costs  necessary  for  the  proper  operation 
and  debt  service  of  the  facility,  including  re- 
surfacing, reconstruction,  rehabilitation, 
and  restoration,  pursuant  to  section  129(b) 
of  title  23.  United  States  Code,  as  amended 
by  this  section,  the  Secretary  of  Transporta- 
tion may  void  an  agreement  entered  into 
prior  to  the  enactment  of  this  section  under 
section  129  (a)  (d)  or  (e)  of  title  23.  United 
States  Code.  The  Secretary  shall  issue  rules 
and  regulations  regarding  the  voiding  of 
such  agreements  which  shadl  be  limited  to 
insuring  future  operation  tuid  maintenance 
of  the  tolled  facility. 

S.  2405  is  further  amended  by  striking 
"provided  for  in  section  129(e)  of  this  title 
and  section  105  of  the  Surface  Transporta- 
tion Assistance  Act  of  1978"  on  page  22. 
lines  18  and  19  and  on  pages  22  and  23.  lines 
25  and  1. 

Mr.  CHILES.  Mr.  President,  this 
amendment  has  been  cleared  by  Sena- 
tor Stafford,  the  chairman  of  the 
Senate  Committee  on  Environment 
and  Public  Works,  and  Senator  Bent- 
sen,  the  ranking  member  of  the  com- 
mittee. It  is  cosponsored  by  Senators 
Thurmond,  Ntjnn,  Dixon,  Bentsen, 
Simon.  HimPHREY,  Mathias,  Haw- 
kins. Sarbanes,  Dole,  and  Specter. 

This  amendment  would  permit  the 
combination  of  the  toll  financing  and 
Federal-aid  highway  funds  to  be  used 


to  construct,  operate,  and  maintain 
new,  noninterstate  roads,  bridges,  and 
tunnels  when  these  new  facilities  are 
necessary  for  the  piui>ose  of  expand- 
ing highway  capacity.  This  amend- 
ment could  be  used  only  for  new  high- 
ways or  to  expand  existing  highways- 
it  could  not  be  used  for  routine  repair 
and  maintenance  work. 

For  the  last  20  years,  the  steady 
trend  in  highway  spending  has  been 
toward  maintenance  of  highways  and 
with  exception  of  interstate  construc- 
tion, very  little  new  construction  has 
occurred.  Today,  for  example,  accord- 
ing to  CBO,  only  about  10  percent  of 
Federal  highway  funds  are  available  to 
help  States  and  new  localities  add  new 
capacity  to  their  highway  networks. 
Not  only  has  there  been  a  dramatic 
shift  away  from  new  construction,  but 
Federal  spending  for  highways  actual- 
ly peaked  in  1965  and  since  1981,  we 
have  been  making  significant  reduc- 
tions to  the  obligation  ceiling  for  the 
highway  program.  While  the  need  for 
Federal  funds  for  highway  improve- 
ments exceeds  $20  billion  a  year 
through  fiscal  year  1990,  the  current 
obligation  ceiling  of  $13.1  billion  falls 
well  short  of  the  mark. 

This  amendment,  therefore,  gives 
the  States  the  added  flexibility  of 
using  tolls  to  raise  the  necessary  addi- 
tional revenues  to  build  new  and  ex- 
panded facilities  to  help  address  the 
many  bottleneck  situations  that  exist 
around  the  country.  With  the  enor- 
mous population  growth  that  is  occur- 
ing  in  Florida  and  other  States,  this 
new  flexibility  will  help  the  States 
strike  a  better  balance  between  main- 
taining our  existing  highways  and 
building  new  highways  to  help  solve 
congestion  problems. 

This  provision  includes  several  fea- 
tures to  limit  the  use  of  tolls  to  those 
few  special  situations  where  expanded 
highway  capacity  is  needed.  The 
amendment  includes  features  to  limit 
the  use  of  new  tolling  to  densely  popu- 
lated corridors,  the  noninterstate 
roads— to  be  used  only  at  a  State's 
option— and  to  be  used  only  for 
projects  that  would  increase  highway 
capacity.  The  amendment  further 
limits  the  Federal  contribution  to  35 
percent  of  the  project  cost  and  would 
limit  the  use  of  toll  revenues  only  to 
the  toll  facility.  No  State  will  receive  a 
greater  share  or  a  greater  absolute 
amount  of  the  Federal-aid  highway 
funding  because  of  the  use  of  this  pro- 
vision. In  other  words,  while  the  State 
would  be  permitted  to  use  its  Federal 
highway  aid  moneys  together  with 
revenues  raised  by  new  tolls,  the  Fed- 
eral money  would  necessarily  come 
from  a  State's  existing  apportion- 
ments and  a  State  could  contribute 
only  35  percent  of  the  total  cost  of 
such  projects  from  its  Federal-aid 
highway  money.  The  revenues  raised 
from  the  new  tolls  would  have  to  be  at 
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least  65  percent  of  the  total  project 
cost. 

Mr.  President,  this  provision  has 
been  worked  out  carefully  with  the  ad- 
ministration and  the  chainnan  and 
ranking  member  of  the  Committee  on 
Environment  and  Public  Works.  The 
administration  supports  the  amend- 
ment and.  in  fact,  has  supported  legis- 
lation providing  a  much  broader,  unre- 
stricted tolling  authority.  As  we  con- 
tinue to  reduce  Federal  funding  for 
our  hlghwajra  in  view  of  our  deficit  sit- 
uation, this  amendment,  I  believe,  is 
essential  to  providing  the  States  with 
the  added  resources  and  flexibility  to 
take  care  of  the  many  bottleneck  traf- 
fic snarl  situations  that  exist  in  many 
areas  across  the  country. 

Mr.  President,  this  toU  amendment 
has  been  supported  by  the  administra- 
tion and  by  a  large  number  of  interest- 
ed groups.  For  example,  it  is  supported 
by: 

The  American  Association  of  State, 
Highway  and  Transportation  Officials; 
The   National    Governor's    Associa- 
tion; 

The  National  Conference  of  State 
Legislatxires; 

The  National  Association  of  Region- 
al Councils; 

The  American  consulting  Engineers 
Council; 

The  American  Transportation  Advi- 
sory Council; 

The  International  Bridge,  Tunnel 
and  Turnpike  Association;  and 

The  Associated  Builders  and  Con- 
tractors. 

Mr.  President,  I  ask  unanimous  con- 
sent to  have  printed  in  the  Record  at 
this  point  letters  from  Secretary  Dole 
and  Mr.  Charles  E.  Hawldns.  of  the 
Associated  Builders  and  Contractors, 
who  are  supporting  this  amendment. 
Additionally.  I  ask  unanimous  consent 
to  have  printed  in  the  Recoro  at  this 
point  key  quotes  from  the  various  or- 
ganizations who  support  this  provi- 
sion. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Thk  Secrztart  or  Tram sportation, 
Washington,  DC,  September  18,  1986. 
Hon.  RoBKRT  T.  STArroRS, 
U.S.  Senate, 
Washington,  DC 

Dkar  Bob:  The  Senate  will  be  debating  S. 
2405,  the  Pederal-Ald  Highway  Act  of  1986. 
in  the  near  future.  It  is  important  to  enact 
multiyear  reauthorization  legislation  this 
year  to  ensure  that  the  highway  program 
continues  uninterrupted.  The  administra- 
tion is  pleased  with  the  general  direction  of 
the  bill,  particularly  that  the  Committee  on 
Environment  and  Public  Works  has  recog- 
nized the  need  for  constraints  on  Federal 
spending  and  has  not  included  additional 
funding  for  special  interest  projects.  I  would 
like  to  offer  specific  comments  on  several 
important  issues  related  to  the  bill. 

I  urge  you  to  oppose  any  amendments 
that  further  increase  the  authorization 
levels  in  the  bill  for  highway  programs.  As  it 
stands,  the  bill's  funding  levels  are  In  com- 


pliance with  the  Congressional  Budget  Res- 
olution and  the  Senate's  reconciliation  bill. 
We  also  oppose  adding  provisions  which 
would  authorize  funding  for  transit  pro- 
grams from  the  general  fund  beyond  fiscal 
year  1986.  The  discretionary  transit  pro- 
gram only  benefits  20  States.  We  support  a 
more  equitable  distribution  as  detailed  in 
our  block  grant  proposal,  S.  2189. 

I  urge  you  to  support  section  117  of  the 
bill  which  would  revise  the  current  unwork- 
able billboard  laws  to  give  States  the  flexi- 
bility to  control  unwanted  billboards  and 
eliminate  the  costly  requirement  for  Feder- 
al compensation.  These  provisions  will 
greatly  simplify  the  current  program  and 
reduce  the  cost  of  the  program  to  taxpay- 
ers. The  bill  would  end  inappropriate  Feder- 
al interference  with  State  and  local  zoning 
and  bUlboard  laws  and  allow  nonconforming 
billboards  to  be  treated  similarly  to  all  other 
classes  of  land  uses  traditionally  subject  to 
State  law. 

I  believe  that  the  biU  would  be  enhanced 
greatly  if  it  were  amended  to  permit  States 
to  use  toll  financing  in  conjunction  with 
Federal  funds  for  the  construction  of  new 
highway  facilities.  This  change  would  in- 
crease funds  available  for  highway  construc- 
tion without  additional  Federal  user  fees.  In 
many  States,  such  funding  flexibility  would 
enable  States  to  construct  projects  that 
they  would  otherwise  be  unable  to  finance.  I 
support  efforts  in  the  Senate  to  develop  a 
consensus  toll  amendment. 

The  Office  of  Management  smd  Budget 
has  advised  that,  from  the  standpoint  of  the 
administration's  program,  there  is  no  objec- 
tion to  the  submission  of  these  views  for  the 
consideration  of  the  Congress. 
Sincerely, 

Elizabeth  Hamtoro  Dole. 

Associated  Builders  and 
Contractors,  Inc., 
Washington,  DC,  September  19,  1986. 

Dear  Senator:  On  behalf  of  the  Associat- 
ed Builders  and  Contractors,  I  would  like  to 
call  your  attention  to  a  toll  amendment 
which  is  anticipated  to  be  offered  during 
Senate  Floor  consideration  of  the  Federal- 
aid  Highway  Act  of  1986  on  September  22. 

ABC  supports  the  Chiles-Thurmond  toll 
amendment  and  applauds  their  efforts  to 
relax  the  existing  ban  on  using  federal 
money  to  construct,  or>erate  and  maintain 
toll  roads.  With  increased  highway  con- 
struction and  maintenance  costs  combined 
with  reduced  spending  levels  for  the  high- 
way program  due  to  the  Federal  budget  def- 
icit, it  is  important  that  an  alternative  be 
provided  to  the  states  to  assist  them  in 
meeting  their  burgeoning  highway  needs. 

By  allowing  States  the  option  to  combine 
toll  financing  and  federal-aid  funds  on  new, 
non-Interstate  roads  and  bridges,  necessary 
but  costly  construction  could  be  accelerated 
and  completed  sooner.  Another  advantage  is 
that  by  requiring  a  minimum  65%  state 
share,  federal-aid  could  be  provided  on  a 
more  limited  basis  for  toU  roads  than  non- 
toll  roads  and  thereby  make  tax  receipts 
available  for  other  important  highway 
projects.  Presently  the  federal-to-local 
matching  ratio  for  non-Interstate  construc- 
tion is  75  to  25. 

The  costs  for  toll  roads  are  recovered 
through  the  money  paid  by  the  actual  users. 
This  money  would  then  be  used  for  the 
long-term  maintenance  and  operation  of 
only  that  facility.  This  would  assist  in  re- 
ducing the  pressure  on  the  already  overbur- 
dened  Highway   Trust   Fund   for  mainte- 


nance costs  on  non-Interstate   roads  and 
bridges. 

ABC  believes  that  it  is  time  to  change  the 
current  law  to  give  states  the  option  to  use  a 
combination  of  Federal-aid  money  and  toll 
financing  on  new,  non-Interstate  roads  and 
bridges  and  we  request  your  support  for  the 
Chiles-Thurmond  toll  amendment. 
Sincerely, 
Charles  E.  Hawkins,  III,  CAE, 

Vice  President, 
Government  Relations. 

"State  transportation  agencies  should  l>e 
permitted  to  develop  toll  highways  in  con- 
junction with  the  use  of  federal  fimds  on 
federally  aided  projects  as  they  are  now  per- 
mitted to  do  with  regards  to  toll  bridges  and 
toll  tunnels."— American  Association  of 
State  Highway  and  Transportation  Officials 
(AASHTO) 

"States  should  not  be  constrained  from 
adopting  financing  measures  that  would 
better  enable  them  to  carry  out  their  high- 
way programs."— National  Governor's  Asso- 
ciation (NGA) 

"Congress  should  allow  the  use  of  toll  fi- 
nancing on  federal-aided  highways  and 
bridge  projects,  as  is  currently  permitted  on 
certain  federally-aided  bridges  and  tun- 
nels."—National  League  of  Cities  (NLC) 

"NCSL  continues  to  believe  that  toll  fi- 
nancing provides  one  of  the  best  methods  of 
supplementing  highway  tnist  fund  revenue. 
State  governments  should  be  allowed  the 
option  of  using  toU  revenues  for  the  state 
share.  The  existing  requirement  to  payback 
the  federal  government  when  an  existing 
road  is  tolled  should  be  eliminated.  Tolls 
should  be  allowed  to  remain  in  place  after 
the  debt  has  been  retired."— National  Con- 
ference of  State  Legislatures  (NCSL) 

"Transportation  agencies  should  be  per- 
mitted to  use  toll  highways  in  conjunction 
with  use  of  federal  funds  on  federally  aided 
projects  with  the  approval  of  the  affected 
general  purpose  local  governments."— Na- 
tional Association  Regional  Councils 
(NARC) 

"ACEC  supports  the  option  of  using  feder- 
al-aid funds  to  construct  new  toll  roadways. 
We  believe  that  in  an  era  of  scarce  tax  dol- 
lars, toll  roads  are  a  viable  option  for  im- 
proving our  transportation  infrastructure. 
We  support  restricting  the  use  of  toll  reve- 
nues solely  for  highway  and/or  other  trans- 
portation purposes."— American  Consulting 
Engineers  Council  (ACEC) 

"State  transportation  agencies  and  others 
should  be  permitted  to  develop  new  toll 
highways  and  bridges  where  such  projects 
are  feasible."— American  Transportation  Ad- 
visory Council  (ATAC) 

"The  IBTTA  urges  its  members  to  reex- 
amine their  existing  policies  to  make  certain 
they  are  taking  full  advantage  of  the  bene- 
fits provided  by  the  toll  financing  concept 
and  supporting  the  implementation  of  addi- 
tional toll  facilities  as  a  meaningful  and  ef- 
fective alternative  to,  or  supplement  to,  tax 
revenues  for  the  financing  of  construction 
and  maintenance."— International  Bridge, 
Timnel  and  Turnpike  Association  (IBTTA) 

Mr.  SPECTER.  Mr.  President.  I  sup- 
port the  pending  amendment  to  S. 
2405,  of  which  I  am  a  cosponsor,  which 
will  permit  the  combination  of  toll  fi- 
nancing and  Federal  aid  funds  to  be 
used  to  construct,  operate,  and  main- 
tain new  noninterstate  roads,  bridges, 
and  tunnels  when  these  new  facilities 
are  necessary  for  the  purpose  of  ex- 
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pandlng  highway  capacity.  I  have  in- 
troduced legislation  to  increase  the 
States'  available  highway  funding 
through  an  increased  obligation  ceil- 
ing. This  would  allow  the  $10  billion 
balance  in  the  trust  fund  to  be  re- 
duced while  getting  funds  out  for  road 
construction  and  repair  where  they 
are  needed.  However,  even  if  that  leg- 
islation were  enacted  there  would  still 
be  highway  needs  that  the  trust  fund 
Just  does  not  have  siifflcient  funds  to 
meet. 

This  tolling  amendment  provides  an 
alternative  way  of  financing  new  high- 
way noninterstate  construction,  and 
reconstruction  of  existing  noninter- 
state toll  roads. 

It  would  allow  a  35  percent  Federal 
contribution  to  be  used  in  combination 
with  toll  revenues.  This  creative  legis- 
lation will  allow  much  needed  roads  to 
be  built  that  might  have  not  been 
built,  or  might  have  been  long  delayed 
without  It.  The  amendment  also  clear- 
ly states  that  State  Highway  Depart- 
ments must  agree  that  toll  revenues 
will  be  used  only  on  the  facility  tolled. 
It  does  not  allow  roads  under  this 
clause  to  be  revenue  sources  for  other 
projects  or  the  State  treasiu^. 

A  project  in  my  home  State  provides 
an  example  of  the  benefits  of  a  tolling 
provision  as  contained  in  this  amend- 
ment. 

A  major  priority  for  Pennsylvania's 
transportation  system  is  the  construc- 
tion of  the  Mon  Valley  and  Fayette 
Coimty  Expressway  in  southwestern 
Pennsylvania.  Construction  of  this 
road  would  provide  needed  access  for 
residents  and  communities  in  this  por- 
tion of  our  State  to  the  city  of  Pitts- 
burgh and  to  the  Interstate  Highway 
System.  More  importantly,  by  creating 
nearly  10,000  construction  jobs  and 
providing  economic  incentives  for  in- 
dustries to  locate  along  this  corridor, 
construction  of  the  expressway  would 
provide  desperately  needed  help  for 
some  of  the  most  economically  dis- 
tressed communities,  not  only  in  Penn- 
sylvania but  in  the  Nation  as  a  whole. 

Currently,  the  Mon-Payette  Express- 
way is  part  of  the  Pennsylvania  Turn- 
pike Extension  project,  to  be  financed 
by  toU  revenues.  However,  given  the 
$750  million  cost  of  this  project,  it  will 
be  difficult,  if  not  impossible,  to  com- 
plete the  project  with  toll  revenues 
alone.  Legislation  to  remove  the  prohi- 
bition on  Federal  financing  for  the 
construction  of  new  toll  roads  would 
greatly  Improve  the  likeihood  that  the 
expressway  will  be  completed.  And 
this  legislation  does  that  by  aUowlng  a 
35  percent  Federal  match  for  the 
project  cost. 

Many  situations  like  the  Mon  Valley 
Expressway  exist  nationwide  and  pas- 
sage of  this  legislation  would  provide 
an  answer  and  a  means  for  many  po- 
tential projects.  I  urge  my  colleagues 
to  vote  for  this  amendment. 


The  PRESIDING  OFFICER.  The 
Senator  from  Vermont. 

Mr.  STAFFORD.  Mr.  President.  I 
support  the  amendment  offered  by  my 
distinguished  colleague  from  Florida 
[Mr.  Chiles]. 

The  Committee  on  Environment  and 
Public  Works  Committee  received  tes- 
timony on  alternative  methods  of  fi- 
nancing the  Federal- Aid  Highway  Pro- 
gram in  hearings  held  over  the  past  2 
years  in  preparation  for  the  reauthor- 
ization of  the  highway  program.  The 
method  most  often  proposed  was  in- 
creasing the  States'  ability  to  mix  Fed- 
eral-aid funds  with  toll  revenues  in 
constructing  new  highways. 

It  is  clear  to  me  that  the  Federal 
Government  will  not  be  able,  in  the 
foreseeable  future,  to  provide  suffi- 
cient funds  to  meet  all  the  States' 
highway  needs.  I  also  believe  there 
will  be  no  increase  in  the  Federal  gas 
tax  and  other  highway  user  fees  for  a 
long  time.  Some  form  of  Gramm- 
Rudman-Hollings  budget  reductions 
will  also  be  necessary  for  several  years 
if  the  Federal  deficit  is  going  to  be 
brought  under  control. 

For  these  reasons,  I  believe  we  must 
provide  States  with  the  flexibility  to 
meet  their  growing  highway  needs  and 
allow  them  to  pursue  alternative 
means  of  financing  these  needs.  This 
amendment  would  permit  those  States 
who  want  to  make  more  use  of  toll  fi- 
nancing to  provide  certain  facilities  to 
do  so  by  combining  toll  revenues  and 
Federal-aid  apportionments.  This  pro- 
vision wUl  not  require  States  to  use 
this  mechanism;  it  only  provides  the 
option  if  the  State  wants  to  use  it. 
Many  States  will  not  build  additional 
toll  roads  for  a  variety  of  reasons,  but 
there  are  a  number  of  States  who  be- 
lieve this  Is  a  feasible  way  of  providing 
additional  capacity,  particularly  in 
congested  areas  or  areas  experiencing 
a  rapid  growth  in  population. 

There  are  those  who  would  argue 
that  toll  financing  is  double  taxation. 
The  fact  is  that  we  are  not  collecting 
sufficient  taxes  to  provide  the  kind  of 
highway  facilities  our  mobile,  car-de- 
pendent citizens  have  come  to  expect. 
To  fix  aU  the  roads  and  eliminate  all 
the  congestion  experienced  during 
rush  hours  and  other  times  of  the  day 
across  the  country  would  cost  far  more 
than  we  are  now  collecting  in  highway 
user  fees.  People  have  shown  by  their 
driving  habits  that  they  are  willing  to 
pay  tolls  rather  than  use  an  existing 
free  road  if  they  believe  they  are 
saving  time  or  getting  premium  serv- 
ice. 

Therefore  I  support  this  amendment 
which  will  give  the  States  another  al- 
ternative in  financing  transportation 
facilities. 

Mr.  BENTSEN  addressed  the  Chair. 

THE  PRESIDING  OFFICER.  The 
Senator  from  Texas. 

Mr.  BENTSEN.  Mr.  President,  I  sup- 
port the  amendment  by  the  distin- 


guished Senator  from  Florida.  I  think 
It  will  provide  a  service  by  giving 
States  an  extra  option,  and  therefore 
more  flexibility  in  their  highway  pro- 
gram to  meet  their  needs. 

Tolls  can  be  used  in  an  area  with 
particularly  high  density  traffic,  an 
urban  area.  Some  of  these  needed 
roadways  are  quite  expensive.  Here  we 
are  talking  about  the  State  coming  up 
with  65  percent  of  the  funds  and  the 
Federal  Government  coming  in  with 
35  percent.  We  are  not  talking  about 
any  increase  In  the  apportionment  to 
that  particular  State  but  we  are  saying 
to  them,  "If  you  have  a  problem  that 
is  so  difficult  that  you  really  need  the 
additional  help,  and  if  you  are  willing 
to  come  up  with  65  percent  of  the 
money  required,  that  is  sufficient  to 
proceed  with  the  project."  The  local 
community  would  In  effect  be  saying 
this  is  really  necessary  for  them  to 
provide  adequate  transportation  to 
people  in  that  community. 

If  they  will  tax  themselves  to  that 
extent,  then  it  must  be  a  worthy 
project. 

I  am  delighted  to  support  it  and  I 
hope  the  Senate  will  accept  it. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  amend- 
ment. 

Mr.  SYMMS  addressed  the  Chair. 

Mr.  SYMMS.  Mr.  President,  I  wiU  be 
very  brief.  I  just  want  to  make  a 
couple  of  points.  I  think  I  can  count 
the  votes  and  In  looking  here  on  the 
floor  it  looks  like  it  would  be  about  3 
to  1. 1  think  that  may  be  about  the  at- 
titude throughout  the  Senate  from 
talking  to  my  colleagues  and  the  whip 
check,  and  so  forth,  that  we  have 
taken. 

I  would  Just  like  to  make  the  point 
that  we  have  had  the  Highway  Trust 
Fund  for  30  years  and  have  never, 
before  allowed  States  to  use  Federal 
aid  funds  on  toll  roads  unless  they 
agree  to  remove  the  tolls  once  the 
bonds  are  paid  off.  That  is  point  No.  1. 

D  2050 

Point  No.  2:  We  are  concerned  that 
allowing  the  construction  of  toll  roads 
on  the  Federal-aid  system  presents  a 
legitimate  argument  and  I  agree  to 
that,  that  we  are  allowing  double  tax- 
ation of  highway  users  traveling  over 
toll  roads.  I  hear  the  arguments  of  my 
colleagues  and  I  know  there  is  a  need 
for  road  improvements  throughout 
the  country  and  means  to  finance 
them.  But  I  think  we  have  to  recog- 
nize that  there  will  be  interstate  com- 
merce, truckers,  and  others,  who  will 
be  paying  Federal  highway  user  fees, 
Federal  excise  taxes,  and  other  taxes. 
Then  they  will  be  caught  and  have  to 
pay  again  to  drive  over  a  certain 
stretch  of  road. 

If  I  imderstand  my  colleague  from 
Florida  right,  his  amendment  does  not 
include  the  interstates. 
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Mr.  CHILES.  That  is  right.  Mr. 
President. 

Mr.  SYMMS.  It  is  separate  roads 
and  only  by  State  choice. 

Mr.  CHILES.  That  is  correct. 

Mr.  STMMS.  Mr.  President.  I  think 
we  should  let  the  record  show  that 
there  is  at  least  one  Senator  here  who 
is  not  in  favor  of  the  amendment.  As  I 
said,  I  can  count  the  votes.  I  think 
that  I  hear  the  wishes  of  my  col- 
leagues and  I  think  I  have  a  great  deal 
of  sympathy  for  some  of  their  argu- 
ments. 

I  have  a  great  deal  of  sympathy  for 
the  flexibility  that  Is  needed  in  certain 
highly  congested  areas  and  sympathy 
for  the  fact  that  we  need  to  find  some 
way  to  improve  the  highway  systems 
and  let  the  users  pay  for  it.  A  toll  road 
is  an  efficient  way  to  do  it.  But  in  my 
part  of  the  country,  the  Pacific  North- 
west, we  are  heavily  dependent  on 
truck  transportation  to  ship  our  prod- 
ucts to  the  markets,  and  I  am  con- 
strained to  oppose  the  amendment. 

Mr.  THURMOND.  Mr.  President,  I 
rise  today  as  a  cosponsor  and  strong 
supporter  of  this  amendment  which 
would  permit  the  combination  of  toll 
financing  and  Federal-aid  funds  on 
new  and  existing  noninterstate  roads 
at  the  option  of  States. 

Many  States,  including  my  home 
State  of  South  Carolina,  have  signifi- 
cant highway  development  needs 
which  they  are  unable  to  undertake, 
given  present  budgetary  constraints. 
Toll  financing  would  change  that  situ- 
ation in  two  ways.  First,  this  amend- 
ment would  enable  valuable  highway 
projects  to  be  buUt  many  years  sooner 
than  would  otherwise  be  possible. 
Second,  it  offers  the  potential  for  im- 
proved project  selection  because  of  the 
cost-effectiveness  test  that  toll 
projects  must  pass  in  competing  for 
capital  in  the  municipal  bond  market. 

Mr.  President,  current  law  prohibits 
the  use  of  tolls  on  any  new  or  existing 
road  built  with  Federal  funds.  This  re- 
striction dates  back  to  1916  which  was 
the  beginning  of  the  modem  highway 
system.  Despite  these  early  restric- 
tions. Congress,  beginning  in  1927. 
granted  a  number  of  exceptions  to  the 
Federal  no-toll  policy.  Presently,  these 
exceptions  permit  the  use  of  Federal 
money  to  construct  toll  bridges  and 
tunnels  and  their  approaches  on  the 
Federal  highway  network.  Congress 
has  also  granted  exceptions  to  its  no- 
toll  policy  on  a  case-by-case  basis.  In 
each  case,  however,  legislation  has 
been  necessary,  requiring  payback  of 
Federal  fimds  used  in  exchange  for  re- 
lease from  the  no-toll  provision. 

The  amendment  which  I  am  cospon- 
soring  would  extend  current  law  to 
permit  Federal  participation  in  the 
toll  financing  of  roads.  The  use  of  toll 
financing,  would,  however,  be  at  the 
option  of  the  State. 

There  are  several  major  limitations 
contained  in  this  amendment. 


First,  tolls  would  be  limited  to  new 
or  existing  noninterstate  roads.  Tolls 
placed  on  existing  noninterstate  roads 
would  only  be  permitted  for  the  pur- 
pose of  expanding  capacity. 

Second,  Federal  aid  for  toll  road 
projects  would  be  much  less  than  it  is 
for  nontoll  projects.  This  amendment 
provides  for  a  35-  to  65-percent  Peder- 
al-to-local  match  for  new  toll  roads, 
rather  than  the  current  75-  to  25-per- 
cent Federal-to-local  match  for  normal 
noninterstate  highway  construction. 

Third,  revenues  received  from  a  toll 
road  under  this  amendment  would  be 
strictly  limited  to  reimbursement  of 
construction  costs  for  that  toll  road. 

Fourth,  tolls  would  be  permitted  to 
continue  after  bonds  have  been  repaid 
as  long  as  all  toll  revenues  are  only  ap- 
plied to  the  operation  and  mainte- 
nance of  that  particular  facility.  The 
facility  would  not  be  eligible  for  any 
Federal-aid  funds  other  than  the  ini- 
tial construction  or  reconstruction 
funds  as  long  as  any  tolls  are  being 
collected. 

Finally,  no  new  toll  mileage  created 
by  this  provision  will  be  counted  in 
any  Federal  apportionment  formula. 
Because  of  these  limitations,  States 
would  be  compelled  to  carefully  scruti- 
nize proposed  projects  and  proceed 
with  toll  financing  only  on  the  most 
cost-effective  projects. 

Many  States  would  benefit  from  this 
alternative  method  of  financing,  it  is 
cost-effective  and  gives  States  more 
discretion  in  this  important  area. 

In  this  ERA  of  budgetary  restraint. 
passage  of  this  amendment  would  rep- 
resent a  step  forward  in  addressing 
pressing  highway  needs. 

I  urge  my  colleagues  to  support  this 
amendment. 

Mr.  CHILES.  Mr.  President.  I  urge 
the  adoption  of  the  amendment. 

The  PRESIDING  OFFICER.  If 
there  is  no  further  debate,  the  ques- 
tion is  on  agreeing  to  the  amendment 
of  the  Senator  from  Florida. 

The  amendment  (No.  2882)  was 
agreed  to. 

Mr.  BENTSEN.  I  move  to  reconsider 
the  vote. 

Mr.  CHILES.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  WEICKER.  I  would  like  to  dis- 
cuss with  the  distinguished  chairman 
of  the  Environment  and  Public  Works 
Committee  and  with  my  colleague,  Mr. 
DoDD,  a  concern  that  involves  a  com- 
pany and  over  400  employees  in  Con- 
necticut. As  my  colleagues  are  aware, 
the  House  has  considered  and  passed 
H.R.  3129,  the  Surface  Transportation 
and  Uniform  Relocation  Assistance 
Act  of  1986,  which  reauthorizes  Feder- 
al highway  and  urban  mass  transit 
programs.  Section  131  of  the  House 
bill  would  require  manufacturers  of 
buses  and  subway  cars  being  funded 
by  urban  mass  transit  grants  to  in- 
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crease  the  percentage  of  domestic  ma- 
terials from  the  present  50-percent 
standard  to  85  percent.  Saab-Scania  of 
Orange,  CT.  like  many  companies 
throughout  the  Nation  would  be  ad- 
versely affected  by  this  provision. 

Mr.  DODD.  I  recognize  and  share 
my  colleague's  concerns  that  this  pro- 
vision may  hurt  the  many  manufac- 
turers of  transit  equipment  and  the 
thousands  of  employees  throughout 
this  country  that  depend  upon  these 
companies  for  their  livelihood.  Scania, 
of  Connecticut,  employs  over  400 
workers  and  relies  on  himdreds  of 
American  suppliers  in  the  production 
of  buses.  Like  other  companies  in  this 
industry,  they  have  all  complied  and 
in  good  faith  observed  the  law  requir- 
ing their  products,  being  UMTA 
fimded  buses  and  rail  cars,  to  contain 
at  least  50  percent  domestically  pro- 
duced material.  It  was  Congress' 
intent  in  1982  to  encourage  transit 
equipment  manufacturers  to  operate 
in  this  country  and  to  insure  the  inclu- 
sion of  American  labor  and  material  in 
the  production  of  transit  equipment. 
Today,  I  believe  this  has  resulted  in  a 
successful  partnership  and  has 
spurred  growth  in  this  industry. 

Mr.  WEICKER.  I  agree  with  my  col- 
league. To  suddenly  change  the 
present  standards  would  seriously  dis- 
rupt this  industry  and  lead  to  the  po- 
tential closing  of  many  facilities  na- 
tionwide. I  ask  the  distinguished  chair- 
man his  thoughts  on  this  important 
matter. 

Mr.  STAFFORD.  I  would  like  to 
thank  my  distinguished  colleagues  for 
their  remarks  and  interest  in  this 
issue.  I  am  equally  concerned  and  rec- 
ognize the  potential  in  impacting  the 
large  proportion  of  transit  companies 
and  manufacturers  across  the  country. 
Vermont  is  the  site  of  a  large  rail  car 
manufacturer  that  could  well  be  af- 
fected along  with  hundreds  of  Ver- 
mont employees.  I  had  earlier  related 
to  you  my  concern  in  the  threat  of 
losing  such  a  significant  number  of 
jobs  for  the  State.  I  assure  my  col- 
leagues from  Connecticut  that  I  will 
prevent  this  from  occurring.  I  want  to 
urge  all  of  my  colleagues  to  recognize 
the  potential  for  harm  from  such 
hasty  changes  in  the  requirements 
that  these  companies  have  been  oper- 
ating by.  I  feel  confident  that  a  care- 
ful review  of  this  issue  will  guide  the 
Senate  in  its  opposition  to  the  House 
passed  provision. 

INTERSTATE  RESTORATION 

Mr.  HEINZ.  I  rise  for  the  purpose  of 
engaging  in  a  colloquy  with  the  distin- 
guished manager  of  the  bill  with 
regard  to  the  Interstate  4R  Program. 
As  the  manager  luiows,  I  have  intro- 
duced legislation,  along  with  Senator 
Specter  and  Senator  Simon,  S.  2643, 
that  would  set  aside  $300  million  out 
of  the  Interstate  4R  Program,  for  dis- 
cretionary spending.  This  legislation 
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would  activate  the  Interstate  4R  Dis- 
cretionary Program  which  we  enacted 
as  part  of  the  Surface  Transportation 
Act  of  1982,  but  which  has  never  re- 
ceived any  funds. 

Discretionary  funding  would  help 
States  address  the  glaring  restoration 
and  reconstruction  needs  on  our  Inter- 
state Highway  System.  According  to 
the  Secretary  of  Transportation,  by 
the  year  2000.  virtually  all  of  the  Na- 
tion's Interstate  System  will  require 
substantial  investment  in  order  to 
maintain  serviceability.  The  total 
dollar  amount  needed  to  eliminate  4R 
deficiencies  through  2000  is  approxi- 
mately $300  billion,  nearly  three  times 
the  amount  that  taxpayers  have  spent 
to  construct  the  Interstate  Highway 
System  over  the  past  30  years.  Fur- 
thermore, the  Federal  Highway  Ad- 
ministration has  estimated  that 
almost  30  percent  of  the  Interstate 
System  is  "barely  tolerable  for  high- 
speed traffic." 

In  my  State  of  Pennsylvania,  a 
viable  discretionary  program  would 
enable  fimds  to  be  spent  on  such  im- 
portant projects  as  Interstate  80  in 
Clearfield  and  Centre  Coimties,  Inter- 
state 81  in  Schuylkill  County,  and 
Interstate  95  in  the  Philadelphia  met- 
ropolitan area.  These  projects  are  too 
extensive  and  expensive  to  be  financed 
out  of  regular  formula  apportion- 
ments. 

Clearly,  States  need  alternative 
methods  to  f  imd  interstate  reconstruc- 
tion needs.  Our  legislation  would  pro- 
vide just  such  an  alternative  method 
without  increasing  Federal  spending.  I 
imderstand  that  a  version  of  this  legis- 
lation is  contained  in  the  House  ver- 
sion of  the  highway  bill.  I  am  interest- 
ed in  clarifying  at  this  time  whether 
the  manager  would  consider  adopting 
the  4R  discretionary  proposal  during 
the  House-Senate  conference  on  the 
highway  bill. 

Mr.  SPECTER.  I  would  lilce  to  asso- 
ciate myself  with  the  comments  of  my 
colleague  from  Pennsylvania.  As  a  co- 
sponsor  of  the  original  legislation,  I 
have  a  concern  that  the  current  allo- 
cation of  4R  funds  does  not  meet  the 
needs  of  the  Nation's  highway  system. 

When  we  introduced  S.  2643  on  July 
15,  we  made  detailed  statements  on 
the  need  for  such  a  program  and  Sena- 
tor Heinz  has  just  restated  some  of 
those  key  points. 

To  elaborate,  our  State  of  Pennsyl- 
vania will  reportedly  require  nearly  $1 
billion  worth  of  repair  work  on  its 
1,500  miles.  But  the  ciurent  fimding 
formula,  at  best,  would  provide  my 
State  with  approximately  one-third 
the  amount  required.  The  necessary 
reconstruction  of  1-80  added  to  the  re- 
construction of  the  Schuylldll  Ex- 
pressway, 1-76  in  Philadelphia  would 
exhaust  the  available  funding.  It  is, 
therefore,  important  that  a  method  is 
created  to  address  such  problems.  The 
discretionary  program  that  we  intro- 


duce in  S.  2643  would  provide  a  posi- 
tive step  toward  alleviating  4R  prob- 
lems nationwide.  I  request  that  the 
manager  consider  accepting  the  4R 
discretionary  proposal  during  the 
House-Senate  conference  on  the  high- 
way bill. 

Mr.  STAFFORD.  I  appreciate  the 
comments  of  the  Senators  from  Penn- 
sylvania. I  share  their  concern  for 
interstate  restoration  needs  on  our 
Interstate  Highway  System.  I  would 
be  prepared  to  give  every  consider- 
ation to  their  proposal  to  provide 
funding  for  the  4R  discretionary  pro- 
gram during  the  House-Senate  confer- 
ence on  the  highway  bill. 

Mr.  SPECTER.  I  thank  the  distin- 
guished Senator. 

Mr.  HEINZ.  I  thank  the  distin- 
guished manager  for  this  consider- 
ation. 

THE  INTERSTATE  4-R  PROGRAM 

Mr.  PRESSLER.  Mr.  President,  as  I 
am  sure  the  distinguished  Senator 
from  Vermont  knows,  the  House  ver- 
sion of  the  Highway  bill  contains  pro- 
visions which  dramatically  modifies 
the  formula  apportioning  interstate 
4R  funds.  The  current  formula  is 
based  55  percent  on  interstate  land 
miles  and  45  percent  on  interstate  ve- 
hicle miles  traveled.  The  House  revi- 
sions would  base  50  percent  of  the  for- 
mula on  interstate  vehicle  miles  trav- 
eled, 25  percent  on  gasoline  consump- 
tion, and  25  percent  on  diesel  fuel  con- 
sumption. Such  a  formula  unfairly  dis- 
criminates against  less  populous 
States  like  South  Dakota. 

Changing  the  funding  formula  in 
this  way  flies  in  the  face  of  the  philos- 
ophy and  goals  of  this  important  high- 
way program.  The  current  4R  formula 
has  been  modified  previously  to  the 
detriment  of  the  rural  States.  Rural 
States  cannot  afford  further  deteriora- 
tion of  the  formula.  This  mechanism 
should  not  be  changed.  Specifically,  a 
formula  based  largely  on  fuel  con- 
simiption  instead  of  interstate  land 
miles  will  unfairly  penalize  those 
States,  such  as  my  home  State  of 
South  Dakota,  which  have  smaller 
populations  but  longer  expanses  of 
highway  to  maintain. 

The  fact  that  South  Dakota  has  a 
much  smaller  number  of  residents 
than  many  other  States  does  not  auto- 
maticaUy  mean  that  our  portion  of  the 
interstate  system  does  not  need  as 
much  repair.  To  the  contrary,  those 
long  expanses  of  highway  stretching 
across  the  open  plain  are  exposed  to 
some  of  the  harshest  environmental 
conditions  in  the  country.  In  addition, 
our  roads  form  some  of  the  country's 
major  truck  routes.  With  over-the- 
road  vehicles  becoming  longer  and 
heavier  each  year,  we  will  need  more 
money  not  less  to  maintain  the  inter- 
states  in  proper  condition.  For  these 
and  many  other  reasons  I  would 
strongly  object  to  any  efforts  to 
change  the  4R  formula,  and  would  like 


to  make  certain  that  the  Senate  has  a 
clear  position  on  this  issue  going  into 
conference  committee  with  the  House. 
I  would  inquire  of  the  distinguished 
committee  chairman  as  to  his  views  on 
this  matter. 

Mr.  STAFFORD.  Mr.  President, 
allow  me  to  respond  to  my  distin- 
guished colleague  from  South  Dakota 
by  saying  that  the  committee  does  not 
feel  it  is  an  appropriate  time  to  change 
the  formula  for  apportionment  of 
interstate  4R  funds.  The  existing  for- 
mula is  meeting  the  needs  of  the 
States  and  providing  adequate  re- 
sources for  the  restoration,  rehabilita- 
tion, resurfacing  and  reconstruction  of 
the  interstate  system.  The  committee 
will  strongly  oppose  any  change  in  the 
interstate  4R  formula,  either  on  the 
floor  of  the  Senate  or  in  conference 
committee.  A  review  of  apportionment 
formulas  is  not  appropriate  until  the 
interstate  system  is  completed  and 
future  Federal  interest  in  the  highway 
program  is  determined. 

Mr.  PRESSLER.  Mr.  President.  I  am 
encouraged  by  the  chairman's  re- 
sponse and  thank  him  fpr  taking  the 
time  to  address  my  concerns. 

BRIDGE  REPLACEMENT  AND  REHABILITATION 

Mr.  SPECTER.  I  would  like  to 
engage  in  a  discussion  with  the  distin- 
guished Senator  from  Vermont  [Mr. 
Stafford!  regarding  funding  for  the 
Federal  bridge  replacement  and  reha- 
bilitation program.  We  all  recognize 
that  bridges  play  a  key  role  in  Ameri- 
ca's economic  prosperity  and  defense 
preparedness.  Unfortunately,  I  am 
concerned  that  the  proposed  funding 
levels  in  S.  2405  represent  a  weakening 
of  the  Federal  commitment  to  improv- 
ing our  Nation's  bridges. 

A  continued,  strong  Federal  role  in 
bridge  replacement  and  rehabilitation 
is  key  to  maintaining  the  momentum 
which  has  developed  in  recent  years  to 
address  the  problem  of  deficient 
bridges.  Tremendous  effort  has  been 
made  nationwide  to  rehabilitate  dete- 
riorating structures,  but  there  is  much 
left  undone.  The  U.S.  Secretary  of 
Transportation's  October  1985  report 
to  Congress  on  the  bridge  program 
states  that  "*  *  •  the  [Highway  Bridge 
Replacement  and  Rehabilitation  Pro- 
gram] program,  as  currently  funded,  is 
just  keeping  pace  with  accruing  bridge 
needs." 

In  my  State  of  Pennsylvania,  a  mas- 
sive bridge  replacement  and  rehabilita- 
tion program  was  undertaken  in  1983, 
utilizing  Federal,  State,  and  local 
funding.  The  program  has  been  so  suc- 
cessful that  a  second  phase  has  been 
recently  authorized.  In  all,  the  pro- 
gram now  covers  more  than  4,500 
bridge  improvements  at  a  total  esti- 
mated cost  of  $3  billion. 

Other  similar  bridge  initiatives  are 
underway  throughout  the  United 
States  which  depend  in  varying  de- 
grees on  Federal  assistance.  S.  2405 
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provides  authorizations  of  $1.5  billion 
per  year  for  bridges  over  the  period 
1987-90,  a  reduction  of  more  than  25 
percent  from  the  $2,050  billion  author- 
ized for  fiscal  year  1986  by  the  Surface 
Transportation  Assistance  Act  of  1982. 

Restoring  the  funding  for  the  repair 
and  replacement  of  bridges  would  not 
Increase  the  deficit.  Funded  by  user 
fees,  the  Highway  Trust  Fund  Is  self- 
supporting  and  is  prevented  by  law 
from  spending  more  than  it  takes  in. 
The  proposed  bridge  funding  reduc- 
tion in  S.  2405  is  bound  to  have  ad- 
verse Impacts  not  only  on  my  home 
State  of  Pennsylvania,  but  on  many 
other  State  bridge  programs. 

I  request  that  the  distinguished  Sen- 
ator give  every  consideration  to  in- 
creasing the  bridge  replacement  and 
rehabilitation  to  the  higher  House 
figure  In  conference  for  the  reasons 
that  I  have  stated. 

Mr.  STAFFORD.  The  Senator  from 
Pennsylvania  brings  some  very  impor- 
tant points  to  light  in  his  discussion.  I 
do  support  a  strong  bridge  program, 
but  I  was  faced  with  funding  levels 
that  forced  me  to  make  cuts  in  pro- 
grams. I  will,  however,  consider  in- 
creasing the  bridge  program  obligation 
ceiling  in  conference. 

Mr.  SPECTER.  I  thank  the  distin- 
guished bill  manager. 

AMENDMENT  NO.  3884 

(Purpose:  To  raise  the  emergency  relief  cap) 

The  PRESIDING  OFFICER.  The 
minority  leader  Is  recognized. 

Mr.  BYRD.  Mr.  President,  I  send  an 
amendment  to  the  desk  and  ask  for  its 
Immediate  consideration^ 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  West  Virginia  [Mr. 
Btu>]  proposes  an  amendment  numbered 
2884. 

On  page  69,  section  138,  line  3,  strike  "in- 
serting after"  and  insert  "striking"  in  lieu 
thereof;  and  insert  after  "$30,000,000"  the 
phrase  "and  Inserting  in  heu  thereof 
$55,000,000  and". 

Mr.  BYRD.  Mr.  President,  this 
amendment  would  raise  the  cap  on 
funding  under  the  Emergency  Relief 
Program  from  $30  million  to  $55  mil- 
lion in  a  given  year  per  disaster  in  a 
State. 

Last  November.  West  Virginia  was 
hit  by  devastating  floods.  Of  the  55 
counties  in  my  State,  29  were  declared 
disaster  areas.  One  of  the  major  prob- 
lems West  Virginia  experienced  was 
the  replacement  of  bridges  and  roads 
that  were  washed  away  by  the  floods. 
The  access  to  and  from  many  towns 
was  obliterated.  Fortimately,  I  was 
able  to  offer  an  amendment  to  the 
fiscal  year  1986  continuing  appropria- 
tions resolution,  wliich  was  adopted 
with  the  support  of  tliis  body,  to  raise 
the  cap  on  emergency  relief  funding 
from  $30  to  $55  million. 


However,  what  if  there  had  not  been 
a  vehicle  at  hand?  What  if  Congress 
had  not  been  in  session?  What  if  the 
Congress  had  recessed?  There  would 
have  been  delays  in  the  release  of  this 
money  until  legislative  action  to  raise 
the  cap  could  be  taken. 

As  a  matter  of  fact,  there  would  not 
have  been  any  release  above  the  figure 
of  $30  million  if  that  cap  had  not  been 
raised.  Whole  communities  would  not 
have  been  able  to  begin  their  rebuild- 
ing effort. 

It  is  because  of  my  concern  over  pos- 
sible delays  in  raising  this  cap  when  a 
State  is  in  a  disaster  situation  and  the 
need  is  immediate,  Congress  may  not 
be  in  session,  there  may  not  be  a  vehi- 
cle at  hand,  but  the  need  is  there— 
that  I  offer  this  amendment  today  to 
raise  the  cap  on  the  amoimt  of  emer- 
gency relief  a  State  may  receive  in  any 
one  year  per  disaster  from  $30  to  $55 
million. 

The  Congressional  Budget  Office  ad- 
vises that  this  amendment  has  no  cost 
impact  inasmuch  as  it  does  not  raise 
the  authorization  level;  it  merely 
raises  the  amoimt  an  individual  State 
can  receive  in  a  year  for  bridge  and 
road  reconstruction  and  repair  under 
the  Emergency  Relief  F\md. 

This  will  be  a  raising  of  the  cap.  I 
have  discussed  this  with  both  manag- 
ers. I  hope  they  will  be  prepared  to 
accept  the  amendment. 

Mr.  BENTSEN.  Mr.  President,  I 
have  discussed  the  amendment  with 
the  distinguished  minority  leader.  I 
think  it  is  an  advantageous  amend- 
ment that  will  be  helpful  and  will  cor- 
rect a  figure  that  has  been  at  too  low  a 
level.  I  remember  the  devastating 
floods  in  West  Virginia  and  the  great 
job  the  Senator  did  in  responding  to 
his  constituency  and  the  devastation 
that  took  place  there.  I  think  he  has 
made  some  excellent  arguments  and  I, 
for  one  representing  the  minority 
managing  the  bill,  am  pleased  to  sup- 
port the  amendment. 

Mr.  BYRD.  I  thank  the  distin- 
guished minority  Member  for  his  sup- 
port of  the  amendment. 

Mr.  SYMMS.  Mr.  President,  I  also 
support  the  amendment.  I  point  out 
that  the  Senator  from  West  Virginia  is 
quite  right:  In  each  instance  where  we 
have  major  disasters  and  emergencies 
with  highway  fimds— and  not  only 
West  Virginia  but  Utah,  and  Califor- 
nia comes  to  my  mind  in  the  short 
time  I  have  been  on  this  committee 
that  has  happened,  where  we  have  to 
come  in  and  ask  for  legislation  to  lift 
the  cap. 

I  think  the  cap  now  going  to  $55  mil- 
lion is  probably  a  much  more  appro- 
priate number  than  the  current  cap  in 
the  law.  I  support  it. 

Mr.  BYRD.  I  thank  the  distin- 
guished Senator  from  Idaho,  the  man- 
ager of  the  bill,  for  his  support. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  amend- 


ment? If  not,  the  question  is  on  agree- 
ing to  the  amendment. 

The  amendment  (No.  2884)  was 
agreed  to. 

Mr.  BYRD.  I  move  to  reconsider  the 
vote  by  which  the  amendment  was 
agreed  to. 

Mr.  BENTSEN.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  SYMMS.  Mr.  President,  I  might 
say  for  the  benefit  of  any  of  our  col- 
leagues who  may  be  watching  or  lis- 
tening through  the  speaker  boxes  that 
we  have  reached  the  point  now  where 
there  are  only  two  amendments  to  the 
bill  left.  One  is  my  amendment  on  the 
Davis-Bacon  threshold,  to  raise  the 
threshold  from  the  ciurent  $200,000  to 
$250,000.  The  other  amendment  is  the 
H-3  amendment  from  Hawaii. 

Those  are  the  only  two  amendments 
that  the  managers  know  of  that 
remain  to  be  acted  upon.  I  think  they 
will  both  require  record  votes.  It  is  my 
understanding  that  the  opposition  to 
the  Davis-Bacon  threshold  amend- 
ment have  agreed  to  a  40-minute  time 
agreement,  equally  divided,  so  we  can 
resolve  that  if  there  is  no  other  objec- 
tion. I  do  not  know  whether  we  are  in 
a  position  to  ask  for  that  time  agree- 
ment or  not. 

Mr.  President,  I  suggest  the  absence 
of  a  quonmi.  

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

D  2100 

Mr.  SYMMS.  Mr.  President,  I  ask 
unanimous  consent  that  the  quorum 
call  be  suspended. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

AMENDMENT  NO.  2885 

(Purpose:  To  estoblish  a  $250,000  minimum 
for  appUcation  of  Davis-Bacon  wage  rates 
to  contracts  for  Federal-aid  highway  con- 
struction) 

Mr.  SYMMS.  Mr.  President,  I  send 
an  amendment  to  the  desk  and  ask  for 
its  immediate  consideration. 

The   PRESIDING    OFFICER.    The 
clerk  will  report  the  amendment. 
The  legislative  clerk  read  as  follows: 
The  Senator  from  Idaho  [Mr.  StmmsI  pro- 
poses an  amendment  numbered  2885. 

At  the  end  thereof  add  a  new  section  as 
follows: 

Sec.  .  Subsection  (a)  of  section  113  of 
title  23,  United  States  Code,  is  amended  by 
striking  out  "subcontractors  on"  and  insert- 
ing in  lieu  thereof  "subcontractors  under 
any  contract  or  subcontract  in  excess  of 
$250,000  for". 

Mr.  SYMMS.  Mr.  President,  I  might 
make  an  inquiry  of  the  distinguished 
Senator  from  Massachusetts.  I  was  led 
to  believe  earlier  that  there  might  be 
the  possibility  of  having  a  time  agree- 
ment on  this  amendment.  If  that  is 
agreeable,  I  would  be  happy  to  enter 
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into  a  time  agreement  of  40  minutes 
equally  divided. 

Mr.  KENNEDY.  That  would  be  sat- 
isfactory, Mr.  President. 

Mr.  BYRD.  Mr.  President,  will  the 
distinguished  Senator  add  to  his  re- 
quest that  no  amendment  to  the 
amendment  be  in  order? 

Mr.  SYMMS.  I  ask  unanimous  con- 
sent then  that  we  have  a  40-minute 
time  agreement  equally  divided  with 
the  distinguished  Senator  from  Massa- 
chusetts holding  20  minutes  and  the 
Senator  from  Idaho  20  minutes  and 
that  no  amendments  be  in  order  to  the 
amendment.  

The  PRESIDING  OFFICER.  Is 
there  any  objection  to  the  request? 
Without  objection,  the  time  will  be 
limited  on  the  debate  on  this  amend- 
ment to  40  minutes  equally  divided  be- 
tween the  Senator  from  Idaho  and  the 
Senator  from  Massachusetts,  and 
there  will  be  no  amendments  to  the 
amendment. 

The  Senator  from  Idaho  is  recog- 
nized. 

Mr.  SYMMS.  Mr.  President,  I  yield 
myself  such  time  as  I  may  use. 

Mr.  President,  the  amendment  is  a 
simple,  straightforward  amendment 
that  increases  the  Davis-Bacon  thresh- 
old for  federally  assisted  highway 
projects  from  $2,000  to  $250,000. 

My  colleagues  might  be  surprised  at 
this  attempt  because  it  defies  conven- 
tional wisdom  that  "Congress  does 
nothing  controversial  before  an  elec- 
tion." I  assure  my  colleagues  that  I 
would  prefer  a  million  dollar  thresh- 
old, but  a  favorable  vote  will  send  all 
parties  a  strong  signal  that  the  Senate 
is  indeed  serious  about  looking  into 
Davis-Bacon  reforms  in  the  future. 

It  is  unconscionable  that  the  current 
$2,000  threshold  has  never  been  ad- 
justed upward  in  the  55  years  since 
the  inception  of  the  Davis-Bacon  Act. 

The  CBO  estimates  that  this  modest 
change  will  result  in  a  taxpayer  sav- 
ings of  $38  million  in  outlays  over  the 
next  5  fiscal  years— $38  million  only  to 
raise  the  threshold  to  $250,000.  Be- 
sides this  actual  savings,  approximate- 
ly 32  percent  of  the  total  number  of 
contracts  will  be  exempt  from  the 
Davis-Bacon  Act.  This  is  a  tremendous 
benefit,  Mr.  President,  to  small  busi- 
ness, and  it  is  in  keeping  with  the 
recent  requests  of  the  White  House 
Conference  on  Small  Business  to  rid 
small  business  of  the  Davis-Bacon  Act. 

Now,  Mr.  President,  who  benefits 
from  this  amendment?  First  off,  it  is 
the  taxpayer  and  the  small  local  con- 
tractors that  would  gladly  bid  for  the 
small  highway  contracts  should  the 
threshold  be  increased. 

The  Senate  has  spoken  three  times 
in  recent  years  on  Davis-Bacon,  With 
each  proposal,  an  increasing  number 
of  Senators  have  seen  fit  to  support 
Davis-Bacon  changes.  Recently,  this 
body  accepted  a  $250,000  threshold  for 


military    construction    projects.    We 
should  do  the  same  here. 

This  amendment  partially  imple- 
ments one  of  the  recommendations  of 
the  Grace  Commission,  and  as  such  it 
is  strongly  supported  by  the  Council 
for  Citizens  Against  Government 
Waste,  the  lobbying  orguiization 
f  oimded  to  support  implementation  of 
that  Commission's  cost-saving  recom- 
mendations. It  is  also  supported  by  the 
construction  contracting  industry,  the 
NPIB,  and  other  industry-related  and 
public-interest  organizations. 

D  2110 

Mr.  President,  it  will  provide  signifi- 
cant budgetary  savings  without  in- 
creasing taxes  or  cutting  services.  It  is 
estimated  that  it  will  reduce  DOT  out- 
lays $45  million  in  1987  and  $1  billion 
over  the  fiscal  years  1987  through 
1990.  CBO  estimates  that  this  amend- 
ment will  reduce  DOT  authority  $357 
million  and  $38  million  in  outlays. 

Mr.  President,  I  say  to  my  colleagues 
that  this  is  an  important  amendment. 
It  is  a  very  modest  step.  When  you 
think  about  the  fact  that  it  has  been 
over  50  years  since  the  $2,000  thresold 
was  set,  to  move  it  up  to  $250,000  is  a 
very  modest  step,  and  it  would  set  us 
on  a  trend  of  doing  something  that 
would  be  good  for  the  taxpayers,  good 
for  competition,  good  for  small  busi- 
ness, and  therefore  it  will  be  good  for 
Jobs  and  opportunities  for  people 
working  in  construction. 

I  urge  the  adoption  of  the  amend- 
ment, and  I  reserve  the  remainder  of 
my  time. 

The  PRESIDING  OFFICER  (Mr. 
Trible).  Who  yields  time? 

Mr.  KENNEDY.  I  yield  myself  such 
time  as  I  may  require. 

Mr.  President,  I  rise  in  strong  oppo- 
sition to  the  amendment  offered  by 
Senator  Symhs  of  Idaho.  Time  and 
again  we  have  been  forced  to  deal  with 
the  issue  of  Davis-Bacon  in  the  con- 
text of  limited  floor  debate,  tossing 
about  fanciful  figures  on  projected 
cost  savings  and  inflammatory  rheto- 
ric about  what  the  Davis-Bacon  Law 
does  and  does  not  do. 

Only  last  month,  on  the  DOD  au- 
thorization bill,  we  faced  this  issue 
here  on  the  floor.  The  Armed  Services 
Committee  had  included  amendments 
gutting  two  of  our  most  important  pre- 
vailing wage  laws.  This  body  decisively 
rejected  the  assault  on  the  Service 
Contract  Act,  yet  retained  the  lan- 
guage which  removed  prevailing  wage 
protections  for  thousands  of  construc- 
tion workers. 

The  Committee  on  Environment  and 
Public  Works  wisely  rejected  the  Sena- 
tor from  Idaho's  amendment  in  com- 
mittee, as  should  this  body.  This 
absurd  attempt  to  gut  our  prevailing 
wage  laws  in  a  piecemeal  fashion— I 
remind  my  colleagues  there  are  some 
70  statutes  containing  Davis-Bacon 
protection,  of  which  this  is  but  one- 


will  do  nothing  to  Improve  the  law  and 
much  to  confuse  the  issue,  wasted  our 
time,  and  cause  an  administrative 
nightmare. 

I  want  to  remind  my  colleagues  just 
what  it  is  we  are  discussing  here  today. 
We  are  discussing  a  principle  which  is 
as  important  and  fimdamental  today 
as  in  any  time  since  the  original  pas- 
sage of  the  act. 

The  principle  is  this:  The  money 
raised  by  taxing  the  working  men  and 
women  of  this  coimtry  should  not  be 
used  to  drive  down  their  wages.  The 
power  of  the  Federal  Government 
should  not  be  used  to  help  impoverish 
its  citizens.  As  Representative  Bacon— 
a  Republican— put  it  60  years  ago: 

The  Federal  Government  should  not 
engage  in  construction  work  in  any  State 
and  undermine  the  labor  wages  paid  in  that 
State.  The  least  the  Federal  Government 
can  do  is  comply  with  the  local  standards  of 
wages  and  labor  prevailing  in  the  locality 
where  the  building  construction  is  to  take 
place. 

I  will  briefly  raise  and  answer  three 
questions  about  this  amendment: 

First,  will  it  save  significant  sums  of 
money?  No. 

Second,  does  the  administration  sup- 
port this  amendment?  No. 

Third,  is  this  Davis-Bacon  reform  or 
repeal?  It  is  not  reasonable  reform— it 
repeals  these  basic  protections  for 
thousands  of  workers. 

First,  this  amendment  will  not  save 
the  exotic  sums  its  proponents  claim. 

Over  the  last  several  years,  there 
have  been  several  studies  which  pur- 
port to  demonstrate  how  much  would 
be  saved  by  increasing  the  tiireshold 
of  the  Davis-Bacon  Act.  These  esti- 
mates fluctuate  wildly,  and  the  only 
consistent  factor  in  these  studies  is 
that  none  of  these  studies  took  pro- 
ductivity differences  into  account,  a 
factor  all  experts  agree  is  significant. 

The  recent  CBO  studies  assume  a 
3.3-percent  savings  if  Davis-Bacon  pro- 
visions were  not  to  apply  to  construc- 
tion projects.  This  figure  flies  in  the 
face  of  the  contracting  exj)erience 
when  Davis-Bacon  was  actually  sus- 
pended in  1971.  In  that  year,  over 
1,000  contracts  were  rebid  without 
Davis-Bacon.  The  costs  savings  were 
nowhere  near  the  3.3-percent  figure 
we  see  from  the  CBO  estimates.  The 
actual  savings,  while  operating  under 
total  repeal  of  Davis-Bacon  by  Execu- 
tive order,  was  only  six-tenths  of  1  per- 
cent. 

If  the  ostensible  goal  of  this  amend- 
ment is  to  save  money,  the  proponents 
will  be  sorely  disappointed.  If  the  goal 
is  to  gut  the  law  under  the  guise  of 
cost  savings,  the  proponents  wiU  have 
achieved  their  goal. 

Second,  does  the  administration  sup- 
port this  amendment? 

The  answer  is  no.  Even  this  adminis- 
tration has  not  recommended  raising 
the  threshold  for  highway  construc- 
tion to  that  which  senator  Symms  is 
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recommending.  In  fact,  the  Symms 
amendment  would  raise  the  threshold 
to  a  level  2V4  times  the  level  recom- 
mended by  the  administration. 

Third,  the  last  question,  whether 
this  amendment  is  reform  or  an  at- 
tempt to  repeal  Davis-Bacon,  is  the 
most  important  one  we  must  face  up 
to.  Under  the  guise  of  adjusting  the 
threshold  to  account  for  inflation,  the 
proponents  are  pushing  an  amend- 
ment which  would  raise  the  threshold 
18  times  higher  than  would  be  the 
amount  necessary  to  adjust  for  the 
impact  of  inflation. 

I  might  point  out  the  distinguished 
Senator  from  Idaho  was  the  first  addi- 
tional cosponsor  to  the  bill  introduced 
by  Senator  Nickles  which  would  have 
raised  the  Davis-Bacon  threshold  to 
the  absurd  figure  of  $1  million.  When 
we  debated  prevailing  wages  during 
consideration  of  the  DOD  authoriza- 
tion biU  1  month  ago,  Senator  Graum 
admitted  he  supported  outright  repeal 
of  our  prevailing  wage  laws. 

I  strongly  disagree  with  the  Senator 
from  Texas's  stated  goal,  but  at  least 
he  admitted  that  his  ultimate  goal  is 
total  repeal. 

That  is  what  we  will  be  doing  if  we 
adopt  this  amendment.  We  will  be  re- 
pealing prevailing  wage  protections  for 
thousands  of  workers.  I  do  not  buy  the 
argiunent  that  this  amendment  wiU 
only  hurt  a  small  percentage  of  work- 
ers covered  by  the  act.  The  thrust  of 
the  amendment  is  to  attempt  to  save 
money  by  exempting  employers  from 
the  simple  requirement  that  they  pay 
the  prevailing  wage  in  a  given  locality; 
that  the  Government  will  reward,  with 
lucrative  contracts,  those  employers 
who  can  be  the  most  egregious  wage 
exploiters  in  the  marketplace.  The 
more  an  employer  can  rachet  down 
the  wages  of  his  or  her  employees,  the 
greater  the  reward. 

There  is  some  merit  to  the  argument 
that  the  $2,000  threshold  may  need  to 
be  adjusted  to  account  for  inflation 
since  passage  of  the  original  Davis- 
Bacon  Act.  When  the  House  took  up 
the  Defense  bill,  the  House  passed  an 
amendment  which  adjusted  the 
threshold  to  $25,000,  and  included 
some  important  contract  fragmenta- 
tion protections  within  the  amend- 
ment. The  chairman  of  the  Labor 
Standards  Subcommittee,  the  distin- 
guished Mr.  Murphy,  gave  his  solemn 
word  on  the  House  floor  that  he  would 
hold  hearings  this  year,  and  that  a 
Davis-Bacon  bill  will  move  next  year 
through  his  subcommittee. 

Chairman  Murphy  repeated  his 
promise  that  same  afternoon  when  the 
House  was  considering  the  Surface 
Transportation  Act,  and  upon  receiv- 
ing those  assurances.  Representative 
Stenholh  withdrew  his  Davis-Bacon 
amendment. 

Chairman  Murphy  has  kept  his 
word.    Last    week    his    subcommittee 


held  one  Davis-Bacon  hearing,  and  an- 
other one  is  scheduled  next  week. 

For  those  who  are  sincere  in  seeking 
to  adjust  the  threshold  of  oiu*  prevail- 
ing wage  laws,  I  think  that  will  come 
to  pass  in  the  next  Congress.  For 
those  who  seek  to  undermine  one  of 
our  most  Important  wage  laws  by  ex- 
empting a  majority  of  contracts  from 
its  coverage,  then  vote  for  this  amend- 
ment. But  do  not  do  so  under  the  pre- 
tense of  reform  or  reasonable  adjust- 
ment. Do  so  with  the  clear  under- 
standing that  you  are  seeking  effective 
repeal  of  wage  protections  for  thou- 
sands of  workers.  And  do  so  knowing 
that  next  year  there  will  be  legislation 
adjusting  the  threshold  for  the  entire 
Davis-Bacon  Act. 

D  2120 

Mr.  President,  I  reserve  the  remain- 
der of  my  time. 

Mr.  SYMMS.  Mr.  President,  how 
much  time  is  remaining? 

The  PRESIDING  OFFICER.  The 
Senator  has  16  minutes  and  30  sec- 
onds. 

Mr.  SYMMS.  Mr.  President,  I  yield 
myself  about  30  seconds. 

Mr.  President,  I  just  want  to  make 
one  thing  clear  here  for  all  of  our  col- 
leagues that  in  the  Environment  and 
Public  Works  Committee  we  voted  on 
a  threshold  of  $500,000  and  it  is  true 
that  was  not  accepted  by  the  commit- 
tee. I  believe  the  vote  was  8  to  6  on  a 
$500,000  threshold. 

This  is  a  quarter  of  a  million  dollars 
threshold.  $250,000.  so  it  Ls  a  different 
issue  than  we  addressed  in  the  com- 
mittee. 

Mr.  President,  I  now  yield  5  minutes 
to  the  distinguished  junior  Senator 
from  Texas. 

The  PRESIDING  OFFICER.  The 
Senator  from  Texas  [Mr.  Gramm]. 

Mr.  GRAMM.  Mr.  President.  I  thank 
the  distinguished  Senator  from  Idaho 
for  yielding. 

Mr.  President,  I  do  not  think  this 
amendment  needs  a  lot  of  debate.  We 
have  debated  it  on  the  floor  of  the 
Senate  several  times  since  I  have  been 
here. 

In  the  armed  services  authorization 
bill  we  raised  the  threshold  level  to 
$250,000.  This  was  not  done  to  gut  any 
labor  laws,  but  to  provide  economy 
and  efficiency  in  procurement. 

I  find  it  peculiar,  Mr.  President,  that 
we  have  these  passionate  orations 
about  helping  working  people  when 
those  who  are  benefiting  are  making 
far  above  the  national  average.  Davis- 
Bacon  produces  absurd  results.  We 
create  artificially  high  wages  and  then 
pay  them  by  taxing  working  people 
who  are  being  paid  at  the  market  rate. 
We  use  the  taxpayers'  money  to  ineffi- 
ciently subsidize  those  who  have  been 
granted  a  special  favor  by  Govern- 
ment. 


I  think,  Mr.  President,  that  we 
should  move  to  raise  the  threshold  of 
Davis-Bacon  in  the  highway  bill. 

I  have  no  doubt  about  the  fact  that 
the  results  produced  by  this  amend- 
ment will.  No.  1,  produce  greater  effi- 
ciency and  economy  in  highway  con- 
struction. We  will  get  more  for  the 
taxpayers'  money.  Since  the  average 
working  taxpayer  makes  less  money 
than  the  people  covered  by  Davis- 
Bacon,  I  caimot  help  but  believe  that 
this  amendment  wiU  be  supported  by 
those  who  are  really  interested  in 
helping  the  people  who  do  the  work 
and  pay  the  taxes  and  pull  the  wagon 
and  make  America  work. 

Second,  Mr.  President,  an  unintend- 
ed effect  of  the  Davis-Bacon  provi- 
sions is  that  they  prevent  many  smaU 
businesses,  including  many  which  are 
minority  owned,  from  wiiming  Gov- 
ernment contracts.  These  small  busi- 
nesses cannot  afford  to  pay  the  union 
scale,  because  to  be  competitive  in 
non-Govemment  areas,  they  must  be 
competitive  in  procurement  of  labor. 
Hence,  small  businesses  find  them- 
selves in  the  position  of  having  to  keep 
two  sets  of  books,  to  pay  one  set  of 
wages  when  they  are  working  for  the 
Government,  another  set  when  they 
are  working  in  the  private  sector. 

As  my  colleagues  are  aware,  some 
studies  have  shown  that  the  effective 
wage  under  Davis-Bacon  and  the  effec- 
tive labor  costs  can  be  25  and  in  some 
cases  40  percent  above  the  market 
rate. 

The  result  of  that,  Mr.  President,  is 
that  we  keep  small  business  out  of 
Government  contracting.  Those  who 
have  gone  out,  learned  a  skill,  gone 
into  -business  for  themselves,  and  who 
would  like  to  do  small  jobs  for  the 
Federal  Government,  find  themselves 
unable  to  do  business  with  the  Gov- 
ernment. 

So,  my  colleagues,  the  issue  here  is 
this:  In  an  era  of  tight  budgets  and  a 
tight  economy  do  we  want  to  continue 
to  use  taxpayers'  dollars  to  give  an 
outright  subsidy  to  one  special  interest 
group  that  has  been  granted  special 
privilege  by  Congress  in  the  past?  Do 
we  have  the  right  to  effectively  steal 
the  taxpayers'  money  to  shower  favors 
on  one  favored  group  or  should  we  ask 
this  group,  like  other  groups,  to  com- 
pete in  the  marketplace,  to  let  wages 
be  set  by  supply  and  demand?  When 
this  market  system,  Mr.  President, 
built  the  economy  and  generated  the 
incomes  that  we  tax  to  pay  for  new 
highways,  why  do  we  reject  this  very 
system  in  building  the  highways? 

I  submit,  Mr.  President,  there  is  no 
logic  to  that.  Only  the  sheer  political 
power  of  those  who  benefit  from  this 
special  privilege  can  explain  that. 

So  I  call  on  my  colleagues  to  follow 
the  same  logic  we  did  in  defense  pro- 
curement. Let  us  strip  away  this  ves- 
tige of  special  interest  that  may  have 
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made  sense  in  another  era  but  does 
not  make  sense  today. 

I  ask  my  colleagues,  who  are  con- 
cerned about  working  people,  to  re- 
member that  those  who  claim  the  spe- 
cial privilege  of  being  paid  above  the 
market  wage  are  earning  more  than 
the  average  taxpayer  who  is  asked  to 
subsidize  them.  You  are  not  protecting 
the  working  man  with  this  bill.  You 
are  protecting  people  who  make  far 
more  than  the  average  working  citizen 
does.  And  why  do  they?  Because  they 
are  strong  in  the  halls  of  Congress, 
that  is  why.  I  think  that  is  not  right. 

And  I  congratulate  my  distinguished 
colleague  from  Idaho  who,  through 
his  leadership  earlier  today,  has  en- 
abled the  States— if  the  bill  is  accepted 
by  the  House— to  raise  their  speed 
limits  to  65  miles  an  hour  so  we  can 
get  the  working  people  of  the  country 
to  work.  Now  we  have  an  opportunity 
to  give  everybody  who  wants  it  the 
chance  to  get  out  and  compete  for  the 
chance  to  work  in  building  the  high- 
ways of  the  Nation,  to  let  the  small  in- 
dependent contractor  have  part  of 
that  job.  I  commend  this  amendment 
to  my  colleagues  and  I  urge  that  it  be 
adopted. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  KENNEDY.  Mr.  President,  I 
welcome  the  debate  with  my  good 
friend  from  Texas  on  this  issue. 

Once  again  he  has  stated  what  the 
amendment  does  not  do  and  then  the 
difference  with  it  in  a  very  eloquent 
statement  and  comment,  and  tonight 
like  the  last  time  that  we  debated  this 
issue  his  statement  about  the  facts 
just  far  belie  the  current  condition. 

The  average  median  income  for  the 
American  working  person  is  $23,400. 
The  average  building  and  construction 
tradesman  is  $17,000.  These  are  union 
persons.  It  is  $13,000  if  they  are  not. 

So  he  talks  about  this  privileged 
group  of  Americans  that  are  providing 
for  their  families.  They  are  not  even 
making  the  median  income,  and  that  is 
understood  hopefully  by  the  Senator 
from  Texas,  and  others,  because  the 
work  in  the  construction  area  is  sea- 
sonal work  and  a  seasonal  occupation. 

What  is  the  purpose  of  Davis-Bacon? 
It  is  just  to  assure  whatever  the  pre- 
vailing wage  is  in  the  local  communi- 
ties that  that  will  not  be  undermined 
in  order  to  ensure  that  we  are  going  to 
have  good  quality  work  which  the  av- 
erage taxpayer  is  going  to  be  paying 
for. 

We  are  trying  to  make  sure  that  the 
Federal  Government  is  not  going  to  be 
an  instnmient  for  driving  wages  down 
so  far  that  it  makes  it  untenable  for 
average  family  workmen  to  be  able  to 
provide  for  their  families  when  they 
are  the  ones  that  are  contributing  the 
money  to  build  that  particular  road. 

If  you  have  efficiencies  then  do  it 
with  efficient  management  and  pro- 
ductivity. 


But  as  we  pointed  out  before,  the 
Senator  from  Idaho  and  the  Senator 
from  Texas  can  quote  all  kinds  of 
studies.  The  practical  fact  of  the 
matter  is  when  this  legislation  was 
suspended  for  a  period  of  time  the  sav- 
ings were  de  minimis,  and  the  fact  re- 
mains as  well  we  have  instance  after 
instance  after  instance  where  you 
have  different  contracting  works, 
where  the  contractors  buy  their  way 
in  on  a  particular  bid  and  then  with 
shoddy  workmanship  the  American 
taxpayer  pays  a  great  deal  more  in 
order  to  bail  that  contract  out. 

We  have  made  that  case  time  in  and 
time  out,  Mr.  President. 

The  HUD  study:  the  Office  of  the 
Inspector  General  of  HUD  conducted 
a  national  regional  audit  of  the  De- 
partment's Davis-Bacon  enforcement 
program  describing  in  detail  the 
manner  in  which  the  lack  of  enforce- 
ment in  Davis-Bacon  is  directly  corre- 
lated to  the  employment  of  lower 
waged  workers,  shortcut  construction 
methods,  and  poor  quality  work  and 
excessive  maintenance  costs.  That  is 
what  you  are  talking  about.  The  In- 
spector General  of  HUD  has  found 
these  results:  short-cut  construction 
methods  leading  to  poor  quality  work 
and  excessive  maintenance  costs. 

So  this  is  what  we  are  up  with  at 
this  hour  of  the  night.  The  figures  and 
savings  are  basically  misleading  be- 
cause practical  experiences  show  that 
they  are  basically  fraudulent,  that  the 
examples  that  they  give  in  terms  of 
what  will  result,  in  terms  of  savings, 
and  in  terms  of  workmanship,  just  do 
not  comply  with  the  facts  and  even 
the  studies  that  have  been  done  by 
those  individuals  even  within  this  ad- 
ministration. 

The  President  does  not  support  it. 
This  is  not  the  time  to  deal  with  it.  I 
would  hope  that  this  amendment 
would  be  defeated. 

Mr.  President,  I  reserve  the  remain- 
der of  my  time. 

How  much  time  remains? 

The  PRESIDING  OFFICER.  The 
Senator  from  Massachusetts  has  8 
minutes  and  16  seconds  remaining. 

Who  yields  time? 

D  2130 

If  no  one  yields  time,  time  will  apply 
against  both  sides. 

Mr.  SIMON.  Mr.  President.  I  rise  to 
speak  against  the  amendment  pro- 
posed by  the  Senator  from  Idaho. 

We  have  discussed  the  pros  and  cons 
of  changing  the  Davis-Bacon  thresh- 
old previously  on  the  floor  of  the 
Senate. 

There  are  several  arguments  which 
detractors  use  to  speak  against  the 
continuation  of  the  present  threshold 
of  the  Davis-Bacon  Act: 

The  bill  is  a  depression  measure 
which  has  long  since  outlived  its  use- 
fulness. 


It  interferes  with  the  workings  of  a 
free  competitive  market.  The  act  is  de- 
signed to  protect  local  wage  standards 
by  preventing  migratory  contractors 
from  picking  off  Government  con- 
struction contracts  and  bringing  in 
low-paid  itinerant  workers. 

The  act  is  inflationary  because  it  re- 
sults in  Federal  and  federally  assisted 
construction  contracts  costing  more 
than  other  contracts. 

It  gives  unfair  advantage  to  union 
employers  over  nonunion  in  bidding 
for  Government  construction  projects. 

The  act  impedes  entry  of  minority 
groups  into  the  construction  industry. 

In  truth,  the  arguments  against 
amending  the  Davis-Bacon  Act  are 
more  powerful  than  those  in  favor  of 
this  amendment: 

The  Davis-Bacon  Act  is  needed  more 
now  than  ever.  It  is  more  than  simply 
depression  legislation.  Only  30  f>ercent 
of  construction  labor  is  currently 
unionized,  whereas  50  percent  was 
unionized  in  1978.  The  work  is  highly 
seaonal,  and  therefore  is  not  a  full- 
time,  year-roimd  position. 

The  act  prevents  cutthroat  competi- 
tion and  promotes  fair  competition 
based  on  decent  labor  standards.  It  en- 
courages maximum  possible  competi- 
tion in  bidding  for  Government  con- 
tracts, including  wage  competition  and 
competition  from  nonlocal  construc- 
tion. The  act  follows  established  Fed- 
eral Government  policy  to  pay  prevail- 
ing wages  and  is  not  interference. 
There  are  several  prevailing  wage  laws 
including  Davis-Bacon,  the  Walsh- 
Healy  Public  Contracts  Act,  and,  of 
course,  the  McNamara-O'Hara  Service 
Contract  Act. 

Evidence  shows  that  employers  who 
cut  comers  on  wages  cut  comers  on 
quality.  It  is  definitely  not  inflation- 
ary—in fact,  it  may  prove  just  the  op- 
posite by  doing  several  things:  First, 
preventing  awards  to  incompetent  con- 
tractors; and  second,  decreasing  indus- 
trial strife  through  maintaining 
decent  labor  standards  through  help- 
ing more  Americans  live  healthier  and 
fuller  lives.  While  raising  the  thresh- 
old may  lower  the  initial  cost  of  a 
project,  it  may  not  lower  the  overall 
cost,  due  to  incompetent,  inexperi- 
enced labor  doing  shoddy  work.  If 
Davis-Bacon  costs  as  much  as  its  de-' 
tractors  say.  why  is  it  that  44.7  per- 
cent of  the  3,358  wage  decisions  exam- 
ined in  the  first  4  months  of  this  year 
provide  a  wage  rate  below  the  poverty 
level  recognized  by  the  U.S.  Census 
Bureau.  If  this  figure  were  calculated 
on  the  average  number  of  hours 
worked  in  construction,  it  would  have 
been  greater  than  44.7  percent. 

The  advantage  really  moves  to  non- 
union contractors,  since  most  con- 
struction projects,  especially  Federal 
ones,  are  highly  specified  in  terms  of 
what  types  of  materials  are  to  be  used. 
Therefore,    competition    in    bidding 
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shifts  onto  labor  costs— providing  an 
tmf  air  advantage  to  nonunion  contrac- 
tors. Durbig  the  first  4  months  of 
1986.  2.799  project  wage  decisions  were 
made,  only  26.2  precent  of  which  were 
imion;  559  area  wage  decisions  were 
made;  only  42.6  percent  were  union 
rates.  Of  aU  the  decisions  issued  by 
the  Department  of  Labor  in  this  time 
period,  only  26.2  percent  were  union. 

To  repeal  or  weaken  the  Davis- 
Bacon  Act  would  adversely  siffect  ap- 
prenticeship programs  in  the  construc- 
tion industry  and  hurt  minority 
groups.  The  first  thing  to  go  in  ex- 
treme cost-cutting  measures  would  be 
the  training/apprenticeship  programs. 
Many  of  these  employees  are  minori- 
Ues. 

Mr.  President,  I  think  that  these  ar- 
gimients  speak  for  themselves.  We  cer- 
tainly don't  need  to  amend  the  Davis- 
Bacon  Act  in  this  bill,  a  bill  to  provide 
Federal  aid  for  highways. 

Mr.  MxTRPHT.  the  chair  of  the  Labor 
Standards  Subcommittee  in  the  other 
body,  has  held  hearings  on  Davis- 
Bacon  reform.  He  will  consider  a  com- 
plete reform  of  Davis-Bacon.  We  all 
agree  that  some  type  of  reform  may  be 
needed.  However,  I  think  we  should 
allow  the  professionals  in  the  Building 
Trades  and  the  Labor  Department 
decide  the  specifics  of  matters  such  as 
this,  and  then  we  can  enact  those  deci- 
sions arrived  at  through  negotiations, 
reason,  and  respect  for  all  parties  in- 
volved.   

Mr.  METZENBAUM.  Mr.  President, 
I  rise  to  oppose  the  section  in  the  Fed- 
eral Aid  Highway  Act  of  1986.  which 
exempts  projects  under  $500,000  froin 
the  "Buy  "America"  statute.  This  ex- 
emption will  result  in  fewer  bridges 
and  highways  being  built  with  Ameri- 
can-made materials.  This  exemption 
will  cost  American  jobs. 

We  have  no  business  imdermining 
efforts  to  ensure  that  federally  funded 
highway  projects  are  contracted  to 
American  firms  and  that  the  steel  and 
other  materials  used  in  these  projects 
are  American  made.  It  makes  little 
sense  for  the  Senate  to  put  a  loophole 
in  the  "Buy  America"  statute  which 
will  contribute  to  the  escalating  trade 
deficit. 

Let's  save  jobs— not  send  them  over- 
seas. 

I  will  not  offer  an  amendment  to 
strike  the  $500,000  exemption,  because 
I  am  confident  that  the  House  confer- 
ees will  not  agree  to  this  loophole,  and 
that  it  will  be  struck  from  the  final 
bill. 

Mrs.  HAWKINS.  Mr.  President.  I 
rise  in  strong  support  of  the  amend- 
ment offered  by  my  distinguished  col- 
league from  Idaho,  Senator  Stmms. 
Indeed.  I  would  go  even  further  and 
repeal  the  Davis-Bacon  Act  altogether. 

In  55  years,  the  act  has  not  been 
changed.  Yet.  the  times  have  changed, 
our  economy  has  changed,  most  labor 
and  management  laws  have  changed. 


but  the  Davis-Bacon  Act  has  remained 
the  same.  To  put  it  simply,  the  Davis- 
Bacon  Act  is  out  of  date  and  it  is  cost- 
ing our  constituents  a  lot  of  money. 

The  Davis-Bacon  Act  was  first 
adopted  in  1931  to  promote  fairness 
and  consistency  in  the  construction  in- 
dustry. I  am  all  for  fair  wages  and  con- 
sistent treatment  of  laborers,  but  I  be- 
lieve that  the  Davis-Bacon  Act  is  coim- 
terproductive.  The  act  now  provides 
the  prevailing  excuse  for  unfairness 
and  inconsistency  in  the  construction 
industry  as  well  as  an  empty  pocket- 
book  for  taxpayers. 

The  Davis-Bacon  Act  was  designed 
to  insure  that  laborers  on  Federal  and 
federally  assisted  construction 
projects  were  paid  the  prevailing  wage. 
Fifty-five  years  ago  a  determination  of 
a  prevailing  wage  was  a  necessary  tool 
to  protect  workers.  However,  today 
workers  are  protected  from  exploita- 
tion by  the  Taft-Hartley  Act,  the  Fair 
Labor  Standards  Act,  the  Walsh-Healy 
Act,  and  scores  of  State  and  local  laws. 
Today,  the  Davis-Bacon  Act  inflates 
the  cost  of  Federal  and  private  con- 
struction. 

At  a  time  when  the  goal  of  reducing 
the  budget  deficit  remains  crucial  for 
sound  and  continued  economic  growth, 
we  must  either  revise  or  repeal  outdat- 
ed laws.  This  amendment  would  make 
such  needed  revisions  by  raising  the 
dollar  threshold  of  Federal  highway 
construction  contracts  covered  by  the 
act  from  $2,000  to  $250,000.  This 
modest  increase  will  give  greater  lati- 
tude to  the  contracting  officers  of  the 
various  Federal  agencies  in  awarding 
small  contracts  more  quickly  and  effi- 
cienctly.  We  recently  took  the  positive 
step  to  reform  the  Davis-Bacon  Act  for 
Defense  Department  construction  con- 
tracts. We  should  do  the  same  for 
highway  contracts.  I  urge  my  col- 
leagues to  support  the  Symms  amend- 
ment. 

Mr.  KENNEDY.  Mr.  President,  I  am 
prepared  to  yield  back  the  remainder 
of  my  time. 

Mr.  SYMMS.  Mr.  President,  I  ask 
for  the  yeas  and  nays  on  the  amend- 
ment. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

Mr.  SYMMS.  Mr.  President,  I  yield 
back  all  of  my  time. 

Mr.  KENNEDY.  Mr.  President,  I 
yield  back  the  remainder  of  my  time. 

The  PRESIDING  OFFICER.  All 
time  has  been  yielded  back. 

The  question  is  on  agreeing  to  the 
amendment  of  the  Senator  from 
Idaho.  The  yeas  and  nays  have  been 
ordered  and  the  clerk  will  call  the  roll. 

Mr.  BENTSEN.  Mr.  President.  I  sug- 
gest the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  win  call  the  roll  to  ascertain  the 
presence  of  a  quorum. 


The  legislative  clerk  proceeded  to 
call  the  roll. 

Mr.  BENTSEN.  Mr.  President.  I  ask 
unanimous  consent  that  the  order  for 
quonmi  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend- 
ment of  the  Senator  from  Idaho  [Mr. 
Stmus].  The  yeas  and  nays  have  been 
ordered  and  the  clerk  wiU  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn],  the 
Senator  from  Arizona  [Mr.  Gold- 
water],  and  the  Senator  from  Penn- 
sylvania [Mr.  Specter]  are  necessarily 
absent. 

Mr.  BYRD.  I  announce  that  the 
Senator  from  California  [Mr.  Cran- 
ston] and  the  Senator  from  Mississip- 
pi [Mr.  Stennis],  are  necessMily 
absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber desiring  to  vote? 

The  result  was  aimounced— yeas  49. 
nays  46,  as  follows: 

[Rollcall  Vote  No.  283  Leg.] 

YEAS-49 


Abdnor 

Gramm 

Nunn 

Armstrong 

Grassley 

Pressler 

Bentsen 

Hatch 

Pryor 

Boren 

Hatfield 

Quayle 

BOGChwltZ 

Hawkins 

Roth 

Broyhlll 

Hecht 

Rudman 

Bumpers 

Helms 

Simpson 

Chiles 

HoUings 

Stafford 

Cochran 

Humphrey 

Symms 

Cohen 

Kassebaum 

Thurmond 

DeConcinI 

Kasten 

Trtble 

Denton 

lAxalt 

Wallop 

Dole 

Lugar 

Warner 

Domenici 

Mattingly 

WUson 

Evans 

McClure 

Zorlnsky 

Exon 

McConnell 

Gorton 

Nicliles 
NAYS-46 

Andrews 

Gore 

Metzenbaum 

Baucus 

Harkin 

MltcheU 

Biden 

Hart 

Moynlhan 

Bingaman 

Heflin 

Murkowski 

Bradley 

Heinz 

Packwood 

Burdick 

Inouye 

PeU 

Byrd 

Johnston 

Proxmlre 

Chafee 

Kennedy 

Riegle 

D'Amato 

Kerry 

RockefeUer 

Danforth 

Lautenberg 

Sarbanes 

Dixon 

Leahy 

Sasser 

Dodd 

Levin 

Simon 

Durenberger 

Long 

Stevens 

Eagleton 

Mathias 

Welcker 

Ford 

Matsunaga 

Glenn 

Melcher 

NOT  VOTING- 

-5 

Cranston 

Goldwater 

Stennis 

Gam 

Specter 

So  the 

amendment  (No.  2885)  was 

agreed  to. 

D  2150 

Mr.  SYMMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  DOLE.  Mr.  President,  I  move  to 
lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 
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Mr.  SYMMS.  Mr.  President,  may  we 
please  have  order  in  the  Senate? 

The  PRESIDING  OFFICER.  The 
Senate  will  be  in  order. 

The  Senator  from  Hawaii. 

D  2200 

Mr.  STAFFORD.  Mr.  President.  I 
wonder  if  the  Senator  from  Hawaii 
will  yield  to  me  for  an  inquiry? 

Mr.  INOUYE.  I  shall  be  very  happy 
to  yield  to  the  Senator  from  Vermont. 

Mr.  STAFFORD.  It  is  my  imder- 
standing  that  the  able  Senator  from 
Hawaii  is  about  to  offer  an  amend- 
ment with  respect  to  H-3.  a  highway 
on  the  island  of  Oahu. 

Mr.  INOUYE.  The  Senator  is  cor- 
rect. 

Mr.  STAFFORD.  I  wonder  if  the 
Senator  would  be  amenable  to  a  time 
agreement  between  us  on  this  issue? 

Mr.  INOUYE.  I  should  be  very 
happy  to  have  a  time  agreement. 

Mr.  STAFFORD.  I  suggest  for  the 
Senator's  consideration  1  hour  and  20 
minutes  or  40  minutes  to  a  side,  equal- 
ly divided.  Possibly,  we  shall  not  need 
to  use  it  all  but  we  can  agree  on  that. 

Mr.  INOUYE.  That  is  very  satisfac- 
tory and  that  no  amendments  to  the 
amendment  be  in  order. 

Mr.  STAFFORD.  Mr.  President,  I 
amend  the  request  to  add  that  no 
amendments  be  in  order  to  the  amend- 
ment. 

Mr.  JOHNSTON.  Reserving  the 
right  to  object,  and  I  shall  not  object, 
is  that  1  hour  and  20  minutes? 

The  PRESIDING  OFFICER.  The 
imanimous-consent  request  is  that 
there  be  1  hour  and  20  minutes  equal- 
ly divided. 

Mr.  INOUYE.  I  assure  my  friend 
that  we  should  be  finished  in  about  50 
minutes. 

The  PRESIDING  OFFICER.  Is 
there  any  objection?  Without  objec- 
tion, it  is  so  ordered. 

AMENDMENT  NO.  2886 

(Purpose:  To  provide  an  exemption  from 
section  4(f)  of  the  Federal  Aid  Highway 
Act  for  the  H-3  Highway  in  Hawaii) 
Mr.  INOUYE.  Mr.  President,  I  call 
up  my  amendment  and  ask  for  its  im- 
mediate consideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  Hawaii  [Mr.  Inouye], 
for  himself  and  Mr.  Matsunaga,  proposes  an 
amendment  numbered  2886. 

Mr.  INOUYE.  I  ask  unanimous  con- 
sent that  further  reading  of  the 
amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
The  amendment  is  as  follows: 
At  the  appropriate  place,  insert  the  fol- 
lowing: 

Sec.  .  The  Secretary  of  Transportation 
shall  approve  the  construction  of  the  Inter- 
r*?te  Highway  H-3  between  the  Halawa 
Interchange  to,  and  including,  the  Halekou 


Interchange  (a  distance  of  approximately 
10-7  miles),  and  such  construction  shall  pro- 
ceed to  completion  notwithstanding  section 
138  of  title  23  and  section  303  of  title  49, 
United  States  Code. 

Mr.  INOUYE.  Yes,  Mr.  President,  it 
all  began  in  the  simimer  of  1959.  At 
that  time,  Hawaii  was  a  territory  and 
in  August  we  became  a  State.  At  the 
time  of  statehood  the  people  of  Hawaii 
were  paying  highway  taxes  to  support 
the  interstate  defense  highway  system 
as  did  all  of  our  brothers  and  sisters  in 
the  48  States.  But  there  was  one  little 
difference:  we  paid  taxes  and  received 
no  benefits.  So,  when  Hawaii  became  a 
State,  a  measure  was  submitted  by  the 
Hawaii  delegation  and  in  1960,  our  col- 
leagues in  Congress,  in  their  wisdom, 
included  Hawaii  in  the  Interstate 
Highway  System. 

Soon  after  that,  the  director  of 
transportation  in  the  State  of  Hawaii 
met  with  the  Federal  Highway  Admin- 
istrator and  began  discussions  on  the 
three  highways  on  the  island  of  Oahu: 
H-1  to  run  east  to  west  on  the  island 
of  Oahu,  from,  as  we  say,  from  Koko 
Head  to  Ewa;  H-2  running  north  to 
south,  from  Halekou  to  Waipahu;  and 
H-3,  the  highway  in  question  to  run 
from  Pearl  Harbor,  our  Nation's  most 
important  naval  facility  in  the  Pacific, 
to  Kaneohe  Marine  Base.  In  order  to 
make  this  route,  this  highway  had  to 
go  through  the  Koolau  Mountains. 

The  plans  were  drawn  and  in  1965, 
the  State  of  Hawaii,  together  with  the 
Highway  Administration,  was  set  for 
its  ground  breaking.  But  in  the 
summer  of  1965,  we  were  faced  with 
an  unusal  rainstorm  in  the  Kaneohe 
area.  As  a  result,  the  U.S.  Corps  of  En- 
gineers suggested  to  the  Highway  Ad- 
ministration that  this  certain  section— 
which,  incidentally,  covered  the 
route— be  declared  a  flood  plain.  So, 
once  again,  they  went  back  to  the 
drawing  board. 

This  time,  the  highway,  instead  of 
going  straight  from  Pearl  Harbor  to 
Kaneohe.  went  aroimd  this  flood 
plain.  It  was  rerouted.  The  State  of 
Hawaii  and  the  city  and  county  of 
Honolulu,  being  concerned  that  the 
property  owners  in  the  flood  plain 
might,  notwithstanding  the  danger  of 
the  flood,  build  homes  and  other  im- 
provements, therefore  went  to  court 
under  the  power  of  eminent  domain 
and  purchased  this  parcel,  this  huge 
acreage.  The  city  and  county  pur- 
chased some  of  the  property  right  up 
to  the  highway  to  make  certain  that 
no  one  would  intrude  into  this  area 
and  build  in  the  danger  zone. 

Since  we  thought  this  was  a  great 
event,  we  named  the  park  Ho'omalu- 
hia  Park.  We  created  the  park,  the 
Ho'omaluhia  Park. 

I  remind  some  of  my  colleagues  who 
were  here  in  1968  that  at  that  time, 
the  highway  bill  was  being  debated 
and  one  of  our  colleagues  from  Texas, 
Mr.  Yarborough,  being  concerned  that 


highways  were  being  planned  intrud- 
ing into  parkland,  cutting  through 
parks,  taking  away  parklands,  there- 
fore came  up  with  this  provision 
which  is  now  called  4(f).  That  in  es- 
sence said  no  highway  may  take  or  go 
through  any  park.  Federal,  State,  or 
local.  The  park  in  question  during  the 
debate  was  the  so-called  Glover-Arch- 
bold  Park  in  this  vicinity. 

Senator  Mansfield  participated  in 
this  debate  and  I  would  like  to  share 
his  words  with  my  colleagues.  Senator 
Mansfield  spoke  of  the  need  to  pre- 
vent "penetrating  through  Glover- 
Archbold  Park."  His  colleague.  Sena- 
tor Metcalf.  expounded  that  "national 
parks  are  sacrosanct  and  we  are  not 
going  to  go  through  a  recreational 
area." 

I  say  to  my  dear  friends,  keep  in 
mind  that  when  the  highway  was 
drawn,  there  was  no  park.  The  State 
of  Hawaii,  out  of  the  goodness  of  their 
heart,  purchased  the  acreage  and 
named  it  a  park.  If  the  State  of  Hawaii 
decided  to  let  the  property  owners,  at 
their  own  risk,  develop  that  land  and 
not  call  it  a  park,  H-3  would  be  com- 
pleted today.  In  fact,  of  the  74  provi- 
sions in  the  law  applying  to  highways 
in  the  United  States,  the  State  of 
Hawaii  has  meticulously  abided  with 
73.  The  74th  is  4(f).  which  we  have 
long  felt,  and  the  Highway  Adminis- 
trator concurs,  has  no  application  to 
H-3. 

Mr.  BENTSEN.  Would  the  Senator 
yield? 

Mr.  INOUYE.  I  shall  be  very  happy 
to  yield. 

Mr.  BENTSEN.  The  Senator  from 
Texas  has  a  very  personal  knowledge 
of  that  provision  of  the  law.  When 
this  Senator  came  to  this  body,  we  had 
had  for  many  years  an  unfinished 
highway  rajnp  looking  like  a  launch- 
ing pad  on  one  side  of  a  park  in  the 
city  of  San  Antonio  and  another  ramp 
looking  like  a  launching  pad  on  the 
other  side  of  the  park.  This  same  pro- 
vision of  the  law  was  stopping  the 
completion  of  a  major  highway  project 
across  San  Antonio  because  it  took 
about  3  acres  off  the  comer  of  a  park. 

Conformance  with  this  provision 
would  have  caused  a  realignment  of 
the  route.  We  had  a  very  strong  and 
very  bitter  fight  over  this  requirement 
and  many  of  those  people  who  op- 
posed the  project  now  travel  on  that 
highway  across  the  city  of  San  Anto- 
nio. They  save  about  an  hour  being 
transported  across  it  and  back  again. 
Now  they  are  quite  enthusiastic  about 
that.  So  we  had  a  very  happy  resolu- 
tion of  it. 

We  have  to  look  at  these  things  real- 
istically and  practically  in  trying  to  do 
what  is  best  for  most  of  the  people. 

I  have  looked  at  the  Senator's 
project  and  believe  it  is  a  reasonable 
proposal. 
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Mr.  INOUYE.  I  thank  the  Senator 
very  much. 

Mr.  BURDICK.  Will  the  Senator 
yield? 

Mr.  INOUYE.  I  will  be  very  happy  to 
yield. 

Mr.  BURDICK.  The  Senator  re- 
ferred to  the  park.  Is  it  not  a  fact  that 
when  this  road  area  was  laid  out,  there 
actually  was  no  park? 

Mr.  INOUYE.  No  park  at  all. 

Mr.  BURDICK.  In  other  words,  it 
was  created  to  run  along  the  proposed 
way  of  the  road. 

Mr.  INOUYE.  That  is  right. 

Mr.  BURDICK.  And  now  that  you 
have  the  authority,  after  all  these 
years,  and  the  park  is  developed,  they 
say  do  not  destroy  it.  Is  that  right? 

Mr.  INOUYE.  That  is  right.  This 
highway  has  not  taken  a  square  inch 
of  parkland.  In  fact,  we  created  this 
parkland.  But  the  ninth  circuit  court 
used  a  strange  argiunent.  It  said  in  es- 
sence that  the  users  of  this  park  would 
be  denied  full  use  because  of  noise  and 
air  pollution  caused  by  vehicles  on  the 
highway. 

When  the  drafters  of  4(f)  came 
before  the  Senate  in  1968,  there  was 
no  concern  about  air  or  noise  pollu- 
tion. It  was  simply  and  directly  a  situa- 
tion where  a  highway  went  through  or 
took  land  from  a  park.  We  created  the 
park. 

It  has  also  been  suggested  that  if 
this  amendment  is  permitted  to  go 
through,  we  would  set  a  dangerous 
and  terrible  precedent.  I  would  like  to 
remind  my  colleagiies  just  a  few  years 
ago  we  voted  to  exempt  the  Tellico 
Dam  construction;  4(f)  was  included  in 
that.  We  also  exempted  in  1981  the 
Conrail  Assistance  Act;  in  1983,  the 
Alaska  railroad  transfer;  then  in  1973 
Alaska  pipeline  certification.  Rock 
Island  Railroad  construction. 

Second,  it  has  been  suggested  that 
this  is  an  expensive  endeavor;  it  is 
going  to  cost  millions.  There  is  no 
question  highways  are  going  to  cost 
hundreds  of  millions  of  dollars,  but 
the  funds  have  already  been  appropri- 
ated. I  would  like  to  read  the  list  of 
those  highways  that  are  either  now 
under  construction  or  about  ready  to 
be  completed: 

H-3  is  16.1  miles  in  length,  cost  per 
mile  $49  million.  That  is  a  lot  of 
money— $49  million. 

1-95  in  Baltimore  is  1.7  miles  long, 
$518  mUlion  per  mile.  Keep  in  mind, 
Hawaii  is  $49  million;  1-90  in  Massa- 
chusetts, 3.2  miles  long,  $198  million 
per  mile;  1-264,  Norfolk,  VA,  slightly 
less  than  a  mile  long,  $119  million  per 
mile;  1-595  in  Florida,  4.2  miles,  $109 
million;  1-90  in  Seattle,  6.4  miles  long, 
$117  million  per  mile. 

Mr.  President,  I  could  go  on  and  on. 

We  have  been  waiting  since  state- 
hood—the Governor  of  Hawaii,  the 
legislature  of  Hawaii,  the  Oahu  plan, 
the  State  plan.  We  went  to  the  trouble 


of  taking  a  poll  in  order  to  impress 
upon  my  colleagues  that  the  majority 
of  the  people  of  Hawaii  support  this— 
70  percent.  I  am  not  suggesting  that, 
since  this  highway  happens  to  be  in 
Hawaii,  we  can  do  whatever  we  want 
with  it.  No.  But  I  want  my  colleagues 
to  know  that  we  have  met  every  con- 
cern possible,  whether  it  be  endan- 
gered species  or  environmental  con- 
cerns. It  is  just  4(f).  And  feel  we  have 
a  proper  case  before  us. 

The  highway  administrator  says  this 
is  one  of  the  better  planned  highways. 
And  for  those  of  you  who  have  visited 
my  State,  you  would  know  that  one  of 
the  most  thriving  communities  is  on 
the  so-called  windward  side,  124,000 
people  live  there  and  daily  97,000  cars 
go  back  and  forth. 

Now,  if  you  want  to  see  a  traffic  jam 
that  would  make  Washington  look  like 
child's  play,  drive  out  from  Kaneohe 
to  Honolulu.  If  you  want  to  get  to 
your  office  at  8  o'clock  in  the  morning, 
you  better  start  at  5:30  in  the  morn- 
ing. 

Mr.  President,  I  hope  that  my  col- 
leagues will  go  along  with  this.  We  are 
not  asking  for  too  much.  And  time  is 
of  the  essence  because  while  I  stand 
here  the  clock  is  ticking.  September  30 
is  the  deadline.  If  we  do  not  get  this 
exemption  by  then,  then  all  the  plans 
that  we  have  made  since  1960  will 
have  to  go  down  the  drain.  And  so  I 
ask  all  of  you  to  give  Hawaii  your  con- 
cern and  consideration. 

Mr.  DOMENICI.  Will  the  Senator 
yield  for  a  question? 

Mr.  INOUYE.  I  will  be  happy  to 
yield. 

Mr.  DOMENICI.  Does  the  Senator 
have  the  exact  language  of  section  4(f) 
in  front  of  him?  What  does  it  say? 

Mr.  INOUYE.  Section  4(f)  states: 

It  is  hereby  declared  to  be  the  national 
policy  that  special  effort  should  be  made  to 
preserve  the  natural  beauty  of  the  country- 
side and  public  park  and  recreation  lands, 
wildlife  and  waterfowl  refuges,  and  historic 
sites.  The  Secretary  of  Transportation  shall 
cooperate  and  consult  with  the  Secretaries 
of  the  Interior.  Housing  and  Urban  Develop- 
ment and  Agriculture,  and  with  the  States 
in  developing  transportation  plans  and  pro- 
grams that  include  measures  to  maintain  or 
enhance  the  natural  beauty  of  the  lands 
traversed.  After  August  23,  1986,  the  Secre- 
tary shall  not  approve  any  program  or 
project  which  requires  the  use  of  any  pub- 
licly owned  land  from  a  public  park,  recrea- 
tion area,  or  wildlife  and  waterfowl  refuge 
of  national,  State,  or  local  significance  as 
determined  by  the  Federal,  State,  or  local 
officials  having  jurisdiction  thereof,  or  any 
land  from  an  historic  site  of  national.  State, 
or  local  significance  as  so  determined  by 
such  officials  unless  (1)  there  is  no  feasible 
and  prudent  alternative  to  the  use  of  such 
land,  and  (2)  such  program  includes  all  pos- 
sible planning  to  minimize  harm  to  such 
park,  recreational  area,  wildlife  and  water- 
fowl refuge,  or  historic  site  resulting  from 
such  use. 

Mr.  DOMENICI.  And  that  is  what 
the  Senator  is  asking  us  to  waive  so 
you  can  build  this  project? 


Mr.  INOUYE.  That  is  right. 

Mr.  DOMENICI.  I  thank  the  Sena- 
tor. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  INOUYE.  I  reserve  the  remain- 
der of  my  time. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

The  Senator  from  Vermont. 

Mr.  STAFFORD.  Mr.  President, 
there  is  an  old  saying  that  it  is  a 
mighty  thin  pancake  that  does  not 
have  two  sides.  I  cannot  tell  you  how 
much  I  regret  finding  myself  in  a  posi- 
tion of  opposing  the  two  very  able 
Senators  from  Hawaii,  who  I  consider 
two  of  the  finest  men  I  know  in  this 
body.  But  such  is  life. 

Granting  an  exemption  for  the  H-3 
interstate  project  in  Hawaii  would  set 
a  terribly  dangerous  and  damaging 
precedent.  I  must  strongly  oppose  the 
amendment  from  the  Senator  from 
Hawaii  [Mr.  Inouye]. 

This  is  not  a  vote  on  Hawaii.  H-3 
happens  to  be  in  Hawaii  which  I  think 
many  of  us  regard  as  a  national  treas- 
ure, and  I  have  the  deepest  respect 
and  personal  affection  for  the  two 
Senators  from  Hawaii.  But  this  vote 
goes  far  beyond  Hawaii.  It  is  a  vote 
that  will  affect  the  entire  Nation  in 
many  ways. 

This  country  has  built  a  magnificent 
highway  system  and  they  have  done  it 
under  the  umbrella  of  laws  that  Con- 
gress determined  were  important  to 
protect  the  long  term,  overall  public 
good  as  well  as  providing  the  best 
transportation  facilities  in  the  world. 
We  have  a  responsibility  to  protect  the 
integrity  of  that  system  that  has 
worked  so  well  up  to  now. 

There  are  many  reasons  to  vote 
against  such  an  exemption.  Let  me 
give  you  a  few. 

First,  section  4(f)  requirements  have 
been  the  cornerstone  of  environmental 
law  that  has  assured  responsible  Fed- 
eral highway  planning  for  20  years.  All 
other  highway  projects  that  have  gone 
forward  with  Federal  funding  have 
met  the  requirements  of  section  4(f). 
If  this  project  is  exempted  from  4(f) 
requirements,  several  parkland  and  ar- 
chaeological sites  will  be  stripped  of 
all  Federal  environmental  protection. 
Decisions  affecting  our  environment 
are  so  important  because  once  some- 
thing is  destroyed,  it  can  never  be  re- 
placed. 

Alan  Boyd,  the  first  Secretary  of 
Transportation,  stated  in  a  letter  to 
me: 

As  the  nation's  first  Secretary  of  Trans- 
portation, I  honored,  and  all  my  successors 
have  continued  to  honor,  a  Congressional 
directive  to  preserve  our  natural  and  cultur- 
al environment  .  .  .  For  twenty  years  every 
State,  county  and  municipality  has  had  to 
meet  the  strict  test  of  section  4(f).  In  that 
time  it  has  protected  hundreds  of  sensitive 
enviroiunental  areas  and  thousands  of  his- 
toric resources.  No  one  project  is  more  im- 


oecTf 


/^/-VKT^^DCCCt/^KT  A  ¥      D  TJ/^Z-VD  TX 


crjxT  A  nr-c 


o> i. I met    mo/f 


September  23,  199f 


CONGRESSIONAL  RECORD-^fiNATE 


25575 


portant  than  the  continuiag  integrity  of  sec- 
tion 4(f)  and  the  places  it  protects. 

John  Volpe,  another  past  Secretary 
of  Transportation  wrote: 

Every  Secretary  of  Transportation  has 
struggled  to  implement  seotlon  4(f)  in  a  fair 
and  uniform  manner,  oftm  in  the  face  of 
BtWMig  political  pressure  to  provide  excep- 
tions. The  ability  of  a  project  proponent  to 
circumvent  this  law  through  a  legislative  ex- 
emption would  seriously  undermine  the 
ability  of  any  Secretary  of  Transportation 
to  enforce  our  Federal  transportation  laws 
in  a  consistent  maimer. 

I  ask  unanimous  consent  that  the 
full  text  of  both  letters  be  printed  in 
the  Record  at  this  point. 

There  being  no  objection,  the  letters 
were  ordered  to  be  printed  in  the 
Record,  as  follows: 

National  Trust 
FOR  Historic  Preservation, 
Washington,  DC.  July  7,  1986. 
Hon.  Robert  T.  Stafford. 
CTiotrmon,  Committee  on  Environment  and 
Public  Works,  U.S.  Senate,  Washington, 
DC. 

Dear  Mr.  Chairman:  As  the  nation's  first 
Secretary  of  Transportation,  I  honored,  and 
all  my  successors  have  continued  to  honor,  a 
Congressional  directive  to  preserve  our  nat- 
ural and  cultural  environment.  This  direc- 
tive comes  in  section  4(f)  of  the  Department 
of  Transportation  Act  of  1966.  This  section 
directs  each  Secretary  to  deny  approval  to 
any  transportation  project  that  would  in- 
volve the  destruction  of  parlu,  historic  sites 
and  other  heritage  resources  unless  there 
are  no  feasible  or  prudent  alternatives. 

Following  20  years  of  successes,  it  is  my 
understanding  that  your  Committee  will  be 
asked  to  approve  an  amendment  to  exempt 
an  Hawaiian  highway  link  known  as  H-3 
from  section  4(f)  during  your  upcoming 
mark  up  of  S.  2405.  If  approved,  I  believe 
that  this  would  be  the  first  ever  exemption 
made  to  section  4(f).  On  behalf  of  the  Na- 
tional Trust  for  Historic  Preservation,  I 
urge  you  to  reject  this  unwise  precedent. 

Were  the  committee  to  agree  to  this  ex- 
emption, the  committee  would  be  inviting 
future  exemption  requests.  Inevitably,  the 
committee  would  become  embroiled  in 
dozens  of  controversial  transportation 
projects  where,  as  here,  argiiments  of  trans- 
portation necessity  are  placed  against  evi- 
dence of  direct  and  severe  destruction  of  en- 
vironmental and  historic  resources. 

Congress  acted  wisely  in  creating  section 
4(f)  to  set  a  clear  and  unequivocal  standard 
and  to  place  enforcement  of  that  standard 
in  the  hands  of  the  Secretary  of  Transpor- 
tation. For  twenty  years  every  state,  county 
and  municipality  has  had  to  meet  the  strict 
test  of  section  4(f).  In  that  time  it  has  pro- 
tected hundreds  of  sensitive  environmental 
areas  and  thousands  of  historic  resources. 
No  one  project  is  more  impK)rtant  than  the 
continuing  integrity  of  section  4(f)  and  the 
places  it  protects.  An  exemption  amend- 
ment, if  offered,  should  be  rejected. 
Sincerely. 

Alan  S.  Boyd. 

Chairmxin. 

July  14. 1986. 
Hon.  Robert  T.  Stafford, 
Chairman,  Committee  on  Environment  and 
Public  Works,  U.S.  Senate,  Washington, 
DC. 
Dear  Mr.  (Chairman:  It  is  my  understand- 
ing that  your  committee  will  be  asked  to 


exempt  Interstate  H-3,  a  10.7-mile  inter- 
state highway  project  through  the  Koolau 
Mountains  on  the  Island  of  Oahu,  from  cov- 
erage under  section  4(f)  of  the  Department 
of  Transportation  Act,  49  U.S.C.  i  309.  As  a 
former  Secretu-y  of  Transportation,  I  urge 
you  to  oppose  this  proposed  exemption. 

In  the  20  years  since  section  4(f)  was  en- 
acted in  1086,  no  e3(emptions  have  been 
granted.  As  Secretary  of  Transportation,  I 
supported  the  uniform  application  of  sec- 
tion 4(f)  to  all  federally -assisted  transporta- 
tion projects  tmd  both  my  successors  and 
predecessors  have  done  likewise.  Now  is  not 
the  time  to  establish  a  precedent  of  selective 
application.  Moreover,  an  exemption  for  H- 
3  would  be  overturning  a  court  decision 
upheld  by  the  United  States  Supreme 
Court.  Apart  from  the  adverse  precedential 
effect  such  an  exemption  would  have  on 
future  4(f)  projects,  respect  for  our  judicial 
process  argues  against  this  proposed  amend- 
ment. 

Every  Secretary  of  Transportation  has 
struggled  to  implement  section  4(f)  in  a  fair 
and  uniform  manner,  often  in  the  face  of 
strong  political  pressure  to  provide  excep- 
tions. The  ability  of  a  project  proponent  to 
circumvent  this  law  through  a  legislative  ex- 
emption would  seriously  undermine  the 
ability  of  any  Secretary  of  Transportation 
to  enforce  our  federal  transportation  laws  in 
a  consistent  manner.  I  urge  you,  and  your 
committee,  to  reject  any  proposed  4(f)  ex- 
emption for  Interstate  H-3. 
Sincerely, 

John  A.  Volpk. 

D  2220 

Mr.  STAFFORD.  Mr.  President,  the 
U.S.  Ninth  Circuit  Court  permanently 
enjoined  the  H-3  project  because  they 
believed  the  record  did  not  show  that 
there  was  no  feasible  and  prudent  al- 
ternative to  impacting  Ho'omaluhia 
Park  which  is  protected  by  4(f). 

I  apologize  to  my  colleagues  from 
Hawaii  if  I  mi^pronoimce  the  name  of 
the  park. 

According  to  the  court,  there  are 
other  alternatives  to  building  H-3  and 
to  using  the  State's  preferred  align- 
ment which  have  not  been  adequately 
considered. 

However,  the  park  is  not  the  only 
4(f)  property  affected  by  this  highway. 
It  will  also  take  land  from  the  Pali 
golf  course  which  is  protected  park- 
land. A  significant  archeological  site, 
the  Luluku  site,  has  also  been  identi- 
fied and  will  be  impacted  by  the  high- 
way. 

According  to  Joseph  Kennedy,  presi- 
dent of  the  S(x;iety  for  Hawaiian  Ar- 
chaeology: 

The  site  has  considerable  historical,  ar- 
chaeological and  cultural  significance  be- 
cause it  is  one  of  the  finest  examples  of  an 
intact  taro  agricultural  system  to  be  found 
anywhere  in  the  Hawaiian  Islands  and  also 
one  that  exhibits  a  remarkable  stratigraphic 
profile. 

He  goes  on  to  say: 

H-3  could  destroy  the  Luluku  Site  which 
was  discovered  late  in  the  planning  process. 

The  Bishop  Museum,  which  is  under 
contract  by  the  Hawaii  Department  of 
Transportation  to  survey  the  Luluku 
site,  states  that  "The  Luluku  archae- 
ological sites  are  among  the  most  ex- 


tenrive  windward  agricultural  com- 
plexes recorded  in  the  Hawaiian  Is- 
lands." 

In  evaluating  the  available  informa- 
tion on  the  Luluku  site,  Jacquelin 
Miller,  acting  associate  director  of  the 
Environmental  Center  at  the  Universi- 
tF  of  Hawaii  at  Manoa  says 

In  a  meeting  with  the  Culture  and  Educa- 
tion Committee,  Office  of  Hawaiian  Affairs 
(March  1986),  Dr.  Jane  Wheeler  presented 
her  recent  findings  concerning  new  dates 
which  have  been  obtained  through  her  con- 
tinued research  in  this  area.  If  confirmed, 
these  dates  would  represent  some  of  the 
earliest  dates  recorded  concerning  himian 
occupation  of  the  Hawaiian  Islands.  Thus, 
the  importance  of  this  new  evidence  from 
continued  research  at  Luluku  cannot  be 
overestimated. 


Fowler,  president  of  the 
American    Archaeology 


Mr.  Don  D. 
Society    for 
states. 

The  site  is  clearly  a  very  significant  ar- 
chaeology site  since  it  has  the  potential  to 
provide  a  great  deal  of  useful  Information 
on  the  early  period  of  human  occupation 
and  the  development  of  agricultural  prac- 
tices m  the  Hawaiian  Islands.  The  question 
of  comparability  of  significance  cannot  be 
answered  in  a  meaningful  fashion  until 
more  excavation  and  research  has  t)een 
done.  As  noted  above,  the  report  indicates 
great  r>otential,  but  the  research  has  to  be 
done  first  to  test  that  potential.  There  are 
other  agriculturally  related  archaeological 
sites  in  Hawaii  and  elsewhere  in  Polynesia. 
But  they  are  rare.  Most  have  long  since 
been  destroyed  by  the  elements  or  later 
human  activity.  Because  of  this,  the  Luluku 
site  takes  on  added  significance  as  a  poten- 
tial source  of  information. 

The  Luluku  site  obviously  has  great 
potential  as  one  of  the  most  important 
archaeology  sites  of  its  kind  in  exist- 
ence. If  a  waiver  from  4(f)  is  granted 
from  H-3,  this  site  will  receive  no  pro- 
tection from  Federal  law. 

I  have  received  letters  from  native 
Hawaiian  groups  expressing  opposition 
to  a  4(f)  exemption  for  H-3  because  of 
their  concern  for  the  protection  of  the 
Luluku  site.  I  ask  unanimous  consent 
that  letters  from  the  following  organi- 
zations be  printed  in  the  Record  at 
this  point:  The  Congress  of  the  Hawai- 
ian People;  State  of  Hawaii  Office  of 
Hawaiian  Affairs;  Oahu  Council; 
Queen  Emma  Hawaiian  Civic  Club; 
the  Native  Planters;  the  Council  of 
Hawaiian  Organizations: 

There  being  no  objection,  the  letters 
were  ordered   to   be   printed   in   the 
Record,  as  follows: 
The  Congress  of  the  Hawaiian  P»eople, 

Aiea,  HI,  September  5,  1986. 
Hon.  Senator  Robert  T.  Stafford, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Stafford:  The  Congress  of 
the  Hawaiian  People  opposes  any  proposed 
exemption  from  Federal  4(f)  law  relating  to 
the  construction  of  Interstate  H-3  in 
Hawaii. 

Our  organization  supports  the  preserva- 
tion of  the  Luluki  Archaeological  District  in 
Windward  Oahu.  The  entire  district  is  con- 
sidered part  of  our  Hawaiian  heritage  and. 
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therefore,  is  sacred  to  us.  We  firmly  believe 
that  no  portion  of  the  district  should  be 
used  for  highway  purposes. 

We  have,  over  the  years,  been  a  strong  ad- 
vocate for  actual  preservation  of  several  ar- 
chaeological sites,  including  Kaloko  Fish 
Pond  on  the  Big  Island  of  Hawaii  and 
Kawainui  Marsh  in  Kailua.  Oahu. 

Please  help  us  preserve  these  precious  re- 
minders of  our  past  so  that  our  children,  for 
generations  to  come,  may  enjoy  these  treas- 
ures left  to  us  by  our  ancestors,  Mahalo  nui 
loa. 

Aloha  Me  Kealoha  Pumehana, 
Irene  Dupont, 
Representative, 
The  Congress  of  the  Haxoaiian  People. 

State  or  Hawaii, 
Office  of  Hawaiian  Affairs, 

Honolulu,  HI.  July  21,  1986. 
Hon.  Robert  Stafford, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Stafford:  The  Board  of 
Trustees  of  the  Office  of  Hawaiian  Affairs 
of  the  State  of  Hawaii  unanimously  opposes 
the  proposed  legislation  which  would 
exempt  interstate  highway  H-3  from  23 
DSC  138  and  49  USC  303. 

The  Office  of  Hawaiian  Affairs  is  a  unique 
governmental  institution  created  in  1978  by 
amendments  to  the  Constitution  of  the 
State  of  Hawaii.  The  Office  of  Hawaiian  Af- 
fairs was  created  by  all  of  the  people  of 
Hawaii  for  one  purpose;  to  better  the  condi- 
tions of  native  Hawaiians.  Native  Hawaiians 
are  now  a  minority  in  their  own  land  and  at 
the  bottom  of  the  State's  socio-economic 
ladder.  To  accomplish  this  difficult  purpose 
the  voters  wisely  made  the  Office  of  Hawai- 
ian Affairs  independent  of  the  Executive 
Branch  of  government.  The  Office  of  Ha- 
waiian Affairs  is  coequal  with  the  Executive, 
Judicial  and  Legislative  branches  of  govern- 
ment, its  affairs  are  directed  by  a  Board  of 
Trustees  elected  by  voters  of  Hawaiian  de- 
scent. The  Hawaii  Constitution  also  pro- 
vides that  the  revenue  of  the  Office  of  Ha- 
waiian Affairs  is  independent  of  the  legisla- 
tive appropriation  process  and  is  derived 
from  a  small  percentage  of  the  rents  and 
profits  derived  from  former  crown  and  gov- 
ernment lands.  A  century  ago  those  lands 
were  taken  from  the  Hawaiian  people  when 
non-native  sugar  planters  and  others  over- 
threw the  Hawaiian  monarchy. 

The  Office  of  Hawaiian  Affairs  is  the 
branch  of  the  Government  of  the  State  of 
Hawaii  which  is  the  duly  elected  voice  of 
the  Hawaiian  people.  The  Trustees'  concern 
is  not  limited  to  improving  the  economic 
conditions  of  Native  Hawaiians.  The  Hawai- 
ian people  are  proud  of  their  history  and  de- 
termined to  protect  their  culture.  The 
Office  of  Hawaiian  Affairs  views  the  preser- 
vation of  places  of  historical  and  cultural 
importance  to  the  Hawaiian  people  to  be 
equally  as  important  as  economic  concerns. 

A  significant  component  of  the  dwindling 
archeological  and  cultural  legacy  of  the  Ha- 
waiian people  will  be  destroyed  if  Senator 
Inouye's  bUl  to  exempt  proposed  interstate 
highway  H-3  from  the  application  of  the 
4<f)  sUtutes  (23  USC  138  and  49  USC  303) 
becomes  law. 

In  1985  the  Office  of  Hawaiian  Affairs 
learned  that  the  State  Department  of 
Transportation  had  suppressed  the  discov- 
ery of  a  major  archeological  complex  at 
Luluku  on  Windward  Oahu  which  lay  di- 
rectly in  the  path  of  H-3.  After  the  SUte's 
efforts  to  cover  up  the  significance  of  the 
find  were  exposed  the  archeological  survey 


which  was  made  public  revealed  that  some 
of  the  sites  within  the  Luluku  Archeological 
Complex  date  back  to  the  4th  Century 
A.D.— one  of  the  earliest  dated  archeological 
sites  in  the  Hawaiian  Islands.  In  what  it  eu- 
phemistically calls  "salvage",  the  Hawaii 
Department  of  Transportation  callously 
proposes  to  destroy  all  but  two  sites  within 
the  Luluku  Archeological  Complex  to  build 
an  interchange  for  H-3.  The  two  remaining 
sites  would  be  encircled  by  an  interchange 
off  ramp  thereby  destroying  the  context 
and  integrity  of  even  the  two  remaining 
sites.  What  may  well  be  the  last  remaining 
archeological  link  with  the  earliest  settle- 
ment of  Hawaiians  in  the  islands  will  have 
been  irretrievably  lost.  Hawaiians  did  not 
build  statues  or  other  monumental  struc- 
tures but  the  links  to  their  past  are  as  im- 
portant to  Hawaiians  as  is  the  Statue  of  Lib- 
erty to  all  Americans  and  Hawaiian  archeo- 
logical and  cultural  sites  are  no  less  deserv- 
ing of  protection  and  preservation. 

The  State  Department  of  Transportation 
obdurately  refused  to  reroute  H-3  along  a 
court  approved  alignment  which  would  com- 
pletely avoid  the  Luluku  Archeological 
Complex  (and  coincidentally  also  would 
avoid  nearby  Ho'omaluhia  Park  and  the 
Pali  Golf  Course).  Because  of  the  State 
DOT'S  intransigence  the  Board  of  Trustees 
of  the  Office  of  Hawaiian  Affairs  unani- 
mously authorized  the  filing  of  a  lawsuit  to 
prevent  the  destruction  of  the  Luluku  Ar- 
cheological Complex.  That  suit,  which  is 
now  pending  in  the  U.S.  District  Court  for 
the  District  of  Hawaii,  relies  upon  the  4(f) 
statutes— the  only  statutes  which  protect 
historic  sites  from  destruction  by  highways. 

You  are  being  asked  to  approve  a  bill 
which  will  deny  the  Office  of  Hawaiian  Af- 
fairs the  ability  to  protect  one  of  the  most 
significant  Hawaiian  archeological  discover- 
ies of  this  century. 

For  this  reason  the  Board  of  Trustees  of 
the  Office  of  Hawaiian  Affairs  unanimously 
has  adopted  a  resolution  opposing  the  pro- 
posed exemption  of  H-3  from  the  4(f)  stat- 
utes. 

Gentlemen,  Hawaiian  culture  and  history 
must  be  protected.  Do  not  deny  us  the  pro- 
tection available  to  other  Native  Americans. 
With  much  aloha. 

The  Board  of  Trustees  of 
the  Office  of  Hawaiian  Affairs. 

Oahu  Council, 
Honolulu,  HI,  July  10,  1986. 
Hon.  Robert  T.  Stafford, 
U.S.  Senator,  Chairman,  Committee  on  En- 
vironmental and  Public  Works,   Wash- 
ington. DC. 

Dear  Senator  Stafford:  Our  organization 
is  made  up  of  native  Hawaiians,  deeply  con- 
cerned with  the  social,  health  and  economic 
status  of  native  Hawaiians  and  the  preserva- 
tion of  unique  elements  of  our  Hawaiian 
culture.  As  you  probably  already  know,  our 
organization  is  strongly  opposed  to  special 
legislation  which  would  exempt  Interstate 
H-3  from  the  protections  of  Section  4F  to 
the  detriment  of  native  Hawai'i  historical  or 
archeological  sites. 

The  recent  celebration  of  the  100th  anni- 
versary of  the  Statue  of  Liberty  carried  with 
it  a  recurring  theme:  America  is  a  land  of 
immigrants!  Hawai'i  has  a  similar  history,  of 
course,  and  the  mixture  of  Immigrant  peo- 
ples and  their  cultures  here  is  a  hallmark  of 
modem  Hawai'i.  This  is  a  positive  result  of 
that  immigration. 

There  is  a  negative  side  to  the  story,  how- 
ever. 


In  1778.  when  Captain  James  Cook  arrived 
in  Hawai'i.  some  of  his  crew  estimated  the 
native  Hawaiian  population  at  300,000. 
Present  here  was  a  highly-complex  culture 
founded  on  a  stable  land  tenure  system,  a 
thriving  cooperative  subsistence  economy,  a 
sophisticated  societal  hierarchy,  religious 
practices  whirh  controlled  every  facet  of 
daily  life,  and  an  established  political  and 
governmental  fstem. 

As  a  direct  icsult  of  western  impact  and 
an  infusion  of  western  diseases,  concepts, 
politics  and  a  whole  new  social  order,  this 
scene  was  rapidly  changed. 

By  1893.  when  the  Hawaiian  monarchy 
was  overthrown,  the  native  Hawaiian  popu- 
lation stood  at  34,000!  Gone  were  the  land 
tenure  system  (and  ownership  of  much  of 
the  land),  the  cooperative  subsistence  econ- 
omy, the  religion,  the  social  hierarchy  and, 
of  course,  the  government  itself.  The  trap- 
pings of  the  culture  were  put  on  display  in 
museums  to  be  taken  out  and  dusted  off 
now  and  then  for  dramas  and  pageants. 
While  hula  and  ancient  chant  had  enter- 
tained and  pleased  us  and  our  gods,  they 
were  now  ridiculed  as  licencious. 

The  shift  from  a  heavy  usage  of  the  Ha- 
waiian language  to  an  obligatory  use  of  Eng- 
lish, combined  with  the  influx  of  non-Eng- 
lish speaking  immigrants  from  around  the 
globe,  resulted  in  a  loss  of  general  fluency  in 
the  Hawaiian  language  and  an  incomplete 
learning  of  English.  Anthropology  tells  us 
of  the  importance  of  a  language  to  a  cul- 
ture. Obviously,  a  language  is  fused  irretrie- 
vably with  the  culture  from  which  it 
springs.  It  is  also  obvious  that  certain  cul- 
tural aspects  cannot  even  be  expressed  fully 
without  the  use  and  understanding  of  the 
language  best  designed  to  articulate  them. 

In  the  days  following  the  overthrow  of  the 
Kingdom,  a  strong  emphasis  was  placed  offi- 
cially upon  the  "Americanization"  of 
Hawai'i.  Politically,  the  leaders  of  the  provi- 
sional government  (who  became  the  leaders 
of  the  Republic  of  Hawai'i)  needed  to  show 
that  Hawai'i  would  be  ripe  for  aimexation. 
To  stress  Americanism  and  downplay  the 
importance  of  any  of  the  other  cultures  rep- 
resented (and  certainly  the  native  one)  was 
of  total  importance.  Thus,  from  1893  untU 
Hawai'i  became  a  state  in  1959.  a  major 
f)olicy  of  its  government  was  to  prove, 
beyond  a  reasonable  doubt,  that  Hawai'i,  de- 
spite its  multi-cultural  population,  was  just 
another  "slice  of  American  apple  pie". 

To  do  this,  the  efficacy  and  influence  of 
the  Hawaiian  culture  had  to  be  drastically 
reduced.  The  same  was  true  of  the  immi- 
grant cultures  represented  in  Hawai'i  and 
whose  cultures  also  felt  the  impact.  HappUy 
for  them,  transfusions  of  fresh  cultural 
knowledge  and  experience  were  readily 
available  from  their  homelands.  For  Hawai- 
ians, the  source  of  their  culture  was  the  pri- 
mary target  of  these  attacks.  This  was  their 
homeland.  Where  was  the  cultural  replen- 
ishment expected  to  come  from? 

The  whole  existence  of  the  Hawaiians  as  a 
People,  complete  with  a  culture,  a  standing, 
an  ethnic  foundation,  was  in  jeopardy.  Actu- 
ally, the  loss  of  the  land  and  loss  of  sover- 
eignty, added  up  to  a  complete  loss  of  status 
for  the  Hawaiian. 

In  the  past  20  years,  native  Hawaiians, 
with  the  generous  help  of  others,  have  been 
joined  in  a  pervasive  effort  to  restore  and 
replenish  our  culture.  We  have  replanted 
roots  torn  from  the  soil,  nurtured  sickly 
growth  and  gloried  in  how  our  sprouts  grow 
strong  and  tall. 

The  preservation  of  sites  like  the  Luluku 
complex  which  lies  in  the  path  of  the  H-3 
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freeway  is  at  the  heart  of  our  effort  to  find 
the  remnants  of  our  culture  and  piece  them 
painstakingly  together  again.  If  Luluku  is 
fractured  by  the  cloverleaf  planned  to  be 
constructed  in  its  midst,  yet  another  irre- 
trievable shard  of  our  Hawaiian  culture  will 
be  lost. 

So,  the  issue  here  is  broader,  really,  than 
enacting  a  case-by-case  exemption  to  a  wise 
law;  which  in  itself  is  an  unjustifiable  act. 
The  issue  encompasses  yet  another  eroding 
of  the  pitiful  remnants  of  a  once  majestic 
culture. 

Do  not  let  it  happen! 

We  implore  you  to  defeat  this  measure. 

'O  au  no,  me  ka  oia'i'o, 

H.K.  Bruss  Kefpeler, 
Pelekikena  (President). 

Queen  Emha  Hawaiian  Civic  Club, 

Pearl  City,  HI,  August  28,  1986. 
Hon.  Robert  T.  STArroRD, 
U.S.  Senator,  Chairman,   Comm.  on  Envi- 
ronmental and  Public  Works,  Washing- 
ton, DC. 
Dear    Senator    Stafford:    The    Queen 
Emma  Hawaiian  Civic  Club  is  made  up  of 
native  Hawaiians  active  in  the  betterment 
of  the  lot  of  native  Hawaiian  people  in  the 
State  of  Hawai'i.  Part  of  this  effort  has  a 
direct  relationship  to  the  preservation  of 
our  Hawaiian  culture  and  historic  sites. 

Such  a  site  is  Luluku  in  the  Kane'ohe  Dis- 
trict of  the  Island  of  O'ahu,  State  of 
Hawai'i.  There  at  Luluku  is  a  single  site  of 
enormous  cultural  value.  Luluku,  an  inte- 
grated community  containing  many  features 
of  importance  to  us  and  worthy  of  preserva- 
tion. 

The  State  of  Hawai'i  Department  of 
Transportation  has  planned  a  major  high- 
way interchange  that  will,  if  built,  slice 
Luluku  into  bits  and  pieces. 

Normally,  the  so-called  "4P  provisions" 
would  protect  Luluku.  Pending  in  Congress 
is  a  measure  which  would  exempt  this  high- 
way (and  the  interchange)  from  the  4P  pro- 
tections. 

We  feel  that  this  measure  would  set  a  very 
dangerous  precedent  and  would  sound  the 
death  knell  for  Luluku. 
Please  help  us  to  defeat  this  measure. 
Yours  for. 
Queen  Euua  Hawaiian  Civic  Club, 
Shirley  K.  Kamakelefor  Historic  Sites 
Committee,  Charles  Ogata,  ChairmatL 

The  Native  Planters, 

Honolulu  HI 
Re  proposed  Exemption  TH3  Freeway. 
Representative    James    Howard,    Senator 

Robert  Stafford, 
Washington  DC 

Gentleman:  I  am  writing  to  you  in  my  ca- 
pacity as  President  of  The  Native  Planters, 
a  nonprofit  organization  incorporated  for 
the  primary  purpose  of  protecting  the  agri- 
cultural practices  of  traditional  Hawaiian 
planters. 

We  are  strongly  opposed  to  the  current  ef- 
forts on  the  part  of  the  Hawaii  delegation  to 
obtain  an  exemption  to  the  provisions  of 
the  4(f)  statutes,  23  USC  138,  49  USC  303. 

This  exemption  sets  dangerous  and  bad 
precedent  for  Hawaii  and  all  other  States 
who  may  benefit  from  federally  funded 
highway  projects.  In  addition,  the  exemp- 
tion would  result  in  the  destruction  of  the 
archeological  sites  commonly  known  as  the 
Luluku  sites  which  are  part  of  the  rich  cul- 
tural legacy  left  for  the  benefit  of  all  of  Ha- 
waii's people.  The  exemption  would  reduce 
the  amount  of  land  currently  needed  for 
park  use  in  the  area,  and  deprive  the  people 


of  windward  Oahu  of  open  space  which  is 
badly  needed. 

Although  the  Luluku  sites  are  not  the 
only  archeological  evidence  remaining  on 
windward  Oahu,  they  are  the  only  remain- 
ing example  of  an  integrated  settlement  and 
agricultural  area  which  remain  intact. 
These  sites  provide  taro  planters  and  other 
natives  with  a  blueprint  which  has  and  is 
currently  being  used  as  an  example  of  plant- 
ing techniques. 

Please  oppose  this  exemption.  Hawaii  is 
made  up  or  several  small  and  heavily  devel- 
oped and  populated  islands.  This  exemption 
means  that  there  is  a  possibility  in  the 
future  that  our  park  lands  and  other  areas 
of  archeological  significance  will  be  paved 
over  for  federally  funded  highways. 
Sincerely, 

MiLILANI  B.  Trask, 

President 

The  Council  of  Hawaiian 
Organizations, 
September  5,  1986. 
Hon.  Robert  T.  Stafford, 
US  Senate,  Washington,  DC 

Dear  Senator  Stafford:  The  Council  of 
Hawaiian  Organizations  is  a  coalition  of 
groups  representing  over  15,000  members  of 
native  Hawaiian  ancestry.  We  ask  your  help 
in  opposing  any  exemption  from  Federal 
law  that  would  permit  the  destruction  of  an 
ancient  Hawaiian  archeological  complex 
which  lies  in  the  path  of  the  proposed  Inter- 
state H-3  freeway  in  Hawaii. 

We  disagree  with  the  Hawaii  Transporta- 
tion Department's  contention  that  the 
Luluku  Archeological  Complex  can  be  divid- 
ed into  17  Individual  sites;  the  ancient  Ha- 
waiian methods  of  irrigation  cannot  be 
properly  studied  on  a  piecemeal  basis. 

We  further  disagree  with  their  contention 
that  Luluku's  historic  sites  would  be  pro- 
tected by  the  freeway  project;  on  the  con- 
trary, 15  of  the  sites  would  be  destroyed  by 
the  freeway  interchange. 

The  issue  of  Luluku's  historic  significance 
has  been  sadly  avoided  by  those  who  would 
promote  H-3  in  Congress.  Our  Council  was 
deeply  disappointed  recently  when  we  invit- 
ed members  of  Hawaii's  Congressional  Dele- 
gation to  Luluki  (during  the  recess)  for  a 
briefing  and  tour  of  the  historic  sites.  They 
did  not  have  the  courtesy  to  attend,  neither 
did  they  even  send  a  representative  to  per- 
sonally inspect  this  precious  remnant  of  our 
Hawaiian  history. 

It  was  a  sad  day  for  our  Hawaiian  people, 
and  it  reflects  the  attitude  of  State  officials 
and  the  Department  of  Transportation, 
whose  priorities  have  been  held  more  highly 
than  the  history  and  culture  of  Native  Ha- 
waiians. 

It  is  our  judgment  that  Luluku  must  and 
shall  be  surveyed,  studied,  and  hopefully 
preserved  as  a  contiguous  complex,  one  of 
the  most  significant  discoveries  of  Hawaiian 
history  in  this  century.  Please  oppose  any 
amendment  that  would  allow  this  desecra- 
tion of  our  Hawaiian  heritage. 
Mahalo. 

Louis  ACARD, 

Council  of  Hawaiian  Organizations. 
Mr.  STAFFORD.  Second,  Mr.  Presi- 
dent, I  am  concerned  about  the  poten- 
tial cost  and  long-term  nature  of  this 
interstate  project  at  a  time  when  we 
are  saying  it  is  time  to  complete  the 
interstate  program  after  30  years  and 
address  other  pressing  needs  of  the 
highway  system.  If  this  project  could 
all  be  built  today  it  will  cost  over  $800 


million  for  a  few  miles.  According  to 
the  Hawaii  State  Department  of 
Transportation  director,  H-3  may  not 
be  open  to  traffic  uintil  the  year  2008. 
At  the  same  time,  there  are  now  25 
States  that  are  one-half  percent  mini- 
mum States  for  the  purpose  of  inter- 
state construction  apportionments. 
This  means  that  these  States  are  es- 
sentially finished  with  their  interstate 
system  and  have  anywhere  from  zero 
to  one-half  percent  of  the  remaining 
cost  to  complete  the  entire  interstate 
left  in  their  particular  State.  Up  until 
now,  all  States  have  received  at  least 
one-half  percent  minimum  apportion- 
ment of  interstate  construction  funds 
regardless  of  their  remaining  cost  to 
complete. 

However,  both  the  highway  legisla- 
tion passed  by  the  House  and  that  pro- 
posed by  the  administration  eliminates 
the  one-half  percent  minimum.  These 
25  States  could  face  the  prospect  of 
having  the  interstate  construction  pro- 
gram continue  to  fimd  long-term,  high 
cost  projects,  like  H-3  for  many  years 
without  being  able  to  participate  in 
the  largest  Federal-aid  highway  cate- 
gory if  the  one-half  percent  minimum 
for  the  interstate  construction  pro- 
gram is  eliminated. 

Third,  there  are  further  potential 
additional  costs  and  health  effects 
that  could  result  from  the  construc- 
tion and  use  of  H-3  near  the  Omega 
Station  which  provides  the  communi- 
cation system  for  our  nuclear  subma- 
rines around  the  world.  The  Navy 
raised  objections  to  the  collocation 
when  it  owned  the  Omega  site  and  the 
U.S.  Coast  Guard  which  now  owns  the 
facility  agreed  to  the  location  only 
after  the  State  of  Hawaii  agreed  to 
assume  all  liability  for  any  problems 
during  the  construction  and  use  of  the 
highway,  as  well  as  for  any  potential 
interference  with  transmission  signals. 
In  a  letter  from  Mr.  P.A.  Yost,  admi- 
ral, U.S.  Coast  Guard  Commandant, 
he  states  that  the  Coast  Guard's  posi- 
tion with  regard  to  collocation  is  as 
follows: 

The  U.S.  Coast  Guard  does  not  object  to 
the  collocation  of  Hawaii  Interstate  H-3 
with  the  OMEGA  Navigation  Station  a{ 
Kaneohe,  Hawaii  provided  the  SUte  of 
Hawaii  determines  that  no  harmful  radi- 
ation or  shock  hazards  exist  and  provided 
the  proper  use  and  quality  of  the  naviga- 
tional signal  provided  by  the  OMEGA  sta- 
tion is  not  diminished.  Further,  the  SUte 
must  accept  full  liability  for  any  problems, 
injuries,  or  long-term  health  effects  during 
construction  or  use  of  the  highway  because 
of  the  proximity  of  the  OMEGA  station  and 
must  assume  full  liability  for  any  problems, 
interference  or  damage  caused  to  the 
OMEGA  station  of  the  OMEGA  signal. 

No  one  has  given  us  any  assurance 
as  to  a  maximum  of  additional  costs 
the  Federal  Government  would  be  ex- 
posed to  if  there  are  problems.  Nor 
have  they  told  us  how  much  it  will 
cost  to  make  sure  there  are  no  prob- 
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Ions.  Ttie  Federal  Oovomnent  will 
have  to  bear  90  percent  of  whatever 
these  costs  are.  Because  of  the  electric 
field  around  this  installation,  consult- 
ants have  told  the  State  estraordinary 
measures  will  have  to  be  taken  to  pro- 
tect construction  worhcn  and  highway 
■sers.  but  there  ta  disagreenwwt 
among  the  experts  as  to  what  these 
measures  are  and  what  the  potential 
problems  could  be. 

D  2230 

Mr.  Wajoie  Yamasaki,  director  of 
the  Hawaii  Department  of  Transporta- 
tion stated  in  a  letter  to  me: 

We  are  unable  to  present  to  you  specific 
costs  of  the  mitigating  measures.  The 
present  injunction  on  the  H-3  project  has 
prohibited  design  on  the  section  of  highway 
in  Haiku  Valley.  However,  we  feel  that  the 
costs  will  be  minimal  because  the  primary 
electric  shielding  device  will  consist  of  wires 
strung  between  the  light  standards  of  the 
viaduct  in  Haiku  Valley.  The  controlled 
access  feature  of  Interstate  highways  will 
provide  the  necessary  security  for  operating 
personnel  within  the  facility  and  the  motor- 
ists. 

According  to  a  report  done  by 
Kershner  &  Wright  on  the  collocation 
of  H-3  and  the  Omega  Station,  the 
principal  items  of  concern  regarding 
collocation  include: 

1.  "Ground  current  changes  could  result 
from  the  grounding  of  parts  of  the  highway, 
especially  the  viaduct  and  the  ventilation 
structure  and  its  equipment. 

2.  Degradation  of  the  ground  plane  may 
result  from  damages  to  it  during  construc- 
tion and/or  a  requirement  to  alter  or  com- 
pletely remove  a  section  of  its  elements  for 
the  viaduct  and  the  State  access  road  .  .  . 
The  relatively  shallow  burial  depth  of  the 
conductors  of  the  ground  plane  will  not 
permit  the  use  of  heavy  construction  equip- 
ment within  the  area  without  special  pre- 
cautions. 

3.  Signal  re-radiation  potentialy  caused  by 
components  of  the  viaduct  and/or  ventila- 
tion structure  acting  as  aui  antenna. 

4.  Reduction  in  effective  antenna  height. 

5.  Electromagnetic  noise. 

6.  Additional  factors  that  could  cause 
signal  strength  losses  or  changes  in  the 
characteristics  of  the  transmitted  signal. 

7.  Electric  shock  to  personnel  on  the  high- 
way as  a  result  of  induced  voltages  on  vehi- 
cles, singularly  and  combined,  resulting 
from  an  accident,  or  from  vehicles  stopping 
for  any  other  reason  and  the  occupants  get- 
ting out. 

8.  Physiological  effects  to  persons,  such  as 
wearers  of  pacemakers  or  other  electronic 
adjuncts  assisting  body  functions. 

In  addition  the  study  discusses  potential 
problems  with  blasting  operations  and  use 
of  explosive  mixtures. 

The  Kershner  &  Wright  report  con- 
cludes that  with  corrective  measures 
and  special  procedures,  the  hazards  in- 
volved in  construction  and  operation 
of  the  highway  can  be  controlled  or 
maintained  at  negligible  levels. 

There  are  other  experts  in  the  field 
who  are  not  as  convinced  with  this 
conclusion,  however,  or  who  are  con- 
cerned about  the  potential  costs  which 
may  be  incurred  to  protect  construc- 


tion workers,  users  of  the  highway  and 
the  Omega  Station, 

For  example.  Dr.  Mark  Hagmann,  an 
electrical  ei^lneer  who  was  a  visiting 
professor  at  the  University  of  Hawaii 
during  1981-62.  raises  questions  about 
shielding  which  has  been  recommend- 
ed for  the  highway.  He  states: 

An  electromagnetic  shield  must  not  be 
thought  of  as  deflecting  energy  in  the 
manner  that  an  umbrella  deflects  rain.  A 
shield  is  itself  an  antenna  and  creates  a  flow 
of  electric  current  where  none  existed  previ- 
ously. There  are  many  practical  problems 
caused  by  a  shield.  For  example  great  care 
would  have  to  be  taken  to  prevent  lethal 
shocks  at  the  time  that  the  large  sections  of 
a  shield  are  joined  together  during  construc- 
tion. Any  gap  in  such  a  shield,  which  may 
be  due  to  weathering,  corrosion,  or  other 
causes,  will  create  arcing,  thus  constitute 
both  a  fire  hazsj-d  and  a  shock  hazard  of 
greater  magnitude  than  that  present  with- 
out the  shield.  The  shield  would  not  be  in 
place  to  protect  the  hundreds  of  workers 
present  during  the  construction  phase. 

I  have  received  a  letter  from  Mr. 
Paul  Lane,  Hawaii  representative  for 
Medtronic  Inc.,  where  he  states: 

As  a  representative  of  Medtronic  Inc.  the 
largest  manufacturer  of  cardiac  pacemakers 
in  the  world,  we  are  concerned  that,  due  to 
the  type  and  strength  of  the  signal  generat- 
ed in  the  immediate  area  of  the  antenna, 
people  who  wear  pacemakers  may  have  the 
pacemakers  turned  off  during  transit  in  the 
area  of  the  Omega  station. 

I  also  received  a  letter  from  Dr. 
Glenn  M.  Stahl  who  is  in  family  prac- 
tice in  Hawaii.  His  letter  states: 

I  have  several  health  and  safety  concerns 
regarding  this  freeway.  The  proposed  route 
currently  runs  beneath  the  Coast  Guard 
Omega  Station,  a  microwave  emitting  navi- 
gational tracking  station.  There  have  been 
several  reports  of  electrical  shocks  coming 
out  of  that  station.  Microwaves  have  also 
been  implicated  in  the  malfunction  of  heart 
pace-makers  as  well  as  in  the  formation  of 
cataracts.  There  are  many  unknowns  re- 
garding microwaves  and  the  state's  environ- 
mental report  on  H-3  seems  to  skirt  these 
unknowns  almost  in  a  "what  we  don't  know 
can't  hurt  us"  approach. 

I  ask  imanimous  consent  that  the 
full  text  of  Dr.  Hagmarm's  report  and 
the  letters  from  Mr.  Paul  Lane  and  Dr. 
Glenn  Stahl  be  printed  at  this  point  in 
the  Record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Health  and  Safety  Problems  in  Colloca- 
tion OF  H-3  With  the  Coast  Guard 
Omega  Station 

(Prepared  for  the  Committee  on  Environ- 
ment an  Public  Works  of  the  U.S.  Senate 
by  Mark  J.  Hagmann,  Ph.D. 

1 .  PERSONAL  BACKGROUND 

I  am  an  electrical  engineer  who  has  spe- 
cialisied  in  the  interaction  of  electromagnet- 
ic fields  with  the  human  body  for  the  last  10 
years.  I  received  the  Ph.D  from  the  Univer- 
sity of  Utah  in  1978  with  my  dissertation  on 
"Numerical  Studies  of  Absorption  of  Elec- 
tromagnetic Energy  by  Mann"  and  have 
had  36  publications  regarding  my  research. 
I  am  currently  employed  as  a  Senior  Staff 
Fellow  at  the  National  Institute  of  Health, 


but  this  report  gives  only  my  own  views  and 
does  not  necessarily  reflect  official  HHS 
opinion. 

I  first  became  aware  of  some  of  the  prob- 
lems associated  with  the  construction  of  H- 
3  when  I  read  the  Kershner  &  Wright  re- 
ports which  had  been  prepared  for  the 
State  of  Hawaii  in  1978  and  1979.  I  visited 
the  Coast  Guard  Omega  station  in  Haiku 
valley  Oahu  several  times  during  1981-1982 
while  I  was  a  visiting  professor  at  the  Uni- 
versity of  Hawaii.  I  am  well  aware  of  the 
shock  hazards  present  in  the  field  of  the 
transmitter  since  I  received  a  severe  jolt  on 
one  occasion  when  I  attempted  to  enter  a 
van  in  the  main  parking  lot. 

[Figures  mentioned  are  not  reproducable 
for  the  Record.] 

II.  BRIEF  description  OF  THE  OMEGA  STATION 

AND  PROPOSED  H-3  ROUTING 

Figure  1  of  this  report  is  a  map  showing 
the  proposed  route  of  H-3  through  the  an- 
tenna system  of  the  Omega  station.  Eleva- 
tions showing  two  spans  of  the  routing  are 
shown  in  Pig.  2.  The  Viaducts  would  be 
more  than  100  feet  above  the  ground  as 
shown  in  Fig.  3. 

The  Omega  station  broadcasts  a  sequence 
of  signals  in  the  frequency  range  of  10-14 
kilohertz  (kHz).  Operation  at  very  low  fre- 
quencies (VLF)  is  necessarily  low  in  efficien- 
cy so  a  power  of  135  kilowatts  (kW)  is  re- 
quired for  the  production  of  a  signal  of  10 
kW.  This  means  that  a  power  of  125  kW  is 
dissipated  in  the  ground  and  antenna 
system. 

The  electric  field  intensity  measured  near 
the  Omega  station  is  as  strong  as  900  volts/ 
meter  (v/m).  The  Kershner  &  Wright 
report  of  1979  bives  an  estimate  as  high  as 
1200  v/m  on  the  proposed  road  surface.  The 
balance  of  this  paper  will  list  some  of  the 
problems  and  hazards  associated  with  the 
construction  and  operation  of  a  highway 
through  such  strong  fields. 

III.  PROBLEMS  AND  HAZARDS  ASSOCIATED  WITH 

SHIELDING  THE  HIGHWAY 

The  Kershner  &  Wright  rer>ort  recom- 
mended that  the  portion  of  the  highway  be- 
neath the  antenna  spans  (approximately 
three-fourths  of  a  mile)  be  provided  with 
shielding  to  protect  motorists  from  the  elec- 
tromagnetic fields.  It  was  suggested  that  a 
series  of  bridge  cables  placed  over  the  high- 
way to  reduce  the  field  strength  to  approxi- 
mately 300  v/m.  To  my  knowledge  there  is 
no  highway  in  the  world  that  has  electro- 
magnetic shielding  so  this  constitutes  a  new, 
unproven  technology. 

An  electromagnetic  shield  must  not  be 
thought  of  as  deflecting  energy  in  the 
manner  that  an  umbrella  deflects  rain.  A 
shield  is  itself  an  antenna  and  creates  a  flow 
of  electric  current  where  none  existed  previ- 
ously. There  are  many  practical  problems 
caused  by  a  shield.  For  example  great  care 
would  have  to  be  taken  to  prevent  lethal 
shocks  at  the  time  that  the  large  sections  of 
a  shield  are  joined  together  during  construc- 
tion. Any  gap  in  such  a  shield,  which  may 
be  due  to  weathering,  corrosion,  or  other 
causes,  will  create  arcing,  thus  constitute 
both  a  fire  hazard  and  a  shock  hazard  of 
greater  magnitude  than  that  present  with- 
out the  shield. 

The  shield  would  not  be  in  place  to  pro- 
tect the  hundreds  of  workers  present  during 
the  construction  phase.  Mr.  Boynton  Haga- 
man,  a  consultant  for  the  State  of  Hawaii, 
has  suggestd  that  the  workers  wear  protec- 
tive suits  made  of  metallized  cloth  to  pro- 
tect them  from  the  electric  field.  The  high 
temperature  and  humidity  at  the  site  cause 
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me  to  doubt  that  the  workers  would  use 
such  clothing. 

IV.  PROBLEMS  AND  HAZARDS  ASSOCIATED  WITH 

CONSTRUCTION  OPERATIONS 

Construction  of  the  proposed  highway 
would  certainly  require  some  movement  of 
earth  for  placement  of  footings  for  the  via- 
duct. Excavation  in  the  area  would  inter- 
rupt the  radial  ground  system,  which  is  a 
dense  network  of  buried  copper  cables  that 
extends  outward  to  a  distance  of  1100  feet 
from  the  transmitter  building.  Cutting  and 
jumpering  of  these  cables  would  require 
great  care  since  the  magnitude  of  the  cur- 
rent in  the  ground  return  is  necessarily 
equal  to  that  in  the  antenna  itself,  which  is 
about  500  Amperes. 

The  Kershner  &  Wright  reports  mention 
that  care  must  be  used  to  avoid  electric 
sparks  during  refueling  operations  during 
the  construction  phase.  This  would  also  be 
true  for  the  completed  highway  unless  sub- 
stantial shielding  is  used. 

Dangerous  currents  would  be  Induced  in 
large  tall  metallic  structures.  This  would 
cause  serious  difficulties  during  •  the  con- 
struction of  the  viaduct  which  is  approxi- 
mately 115  feet  high  as  shown  in  Pig.  3.  Ver- 
tical sections  of  reinforcing  rod  would 
become  antennas  themselves  so  they  must 
be  placed  and  tied  with  great  care.  A  poten- 
tial of  at  least  1 1.000  volts  would  be  expect- 
ed between  the  top  of  the  viaduct  and  the 
ground.  Substantial  currents  would  flow  in 
this  system  so  it  is  incorrect  to  compare  the 
shock  hazard  with  the  minor  effects  of 
static  electricity.  Large  currents  would  also 
flow  through  a  crane  used  during  construc- 
tion. A  large  spool  of  wire  would  act  as  a 
loop  antenna  and  thus  could  receive  a  sub- 
stantial voltage  by  coupling  to  the  magnetic 
field  present  in  the  antenna  system. 

These  are  only  a  few  of  the  problems  that 
might  be  associated  with  construction  oper- 
ations. It  would  be  impossible  to  make  a 
complete  list  and  human  error  would  great- 
ly compound  the  potential  problems  and 
hazards.  Qualified  engineers  would  be  re- 
quired for  continual  supervision  of  the 
workers  during  construction  as  well  as  in 
some  aspects  of  maintenance. 

V.  INTERPERENCE  WITH  ELECTRONIC  EQUIPMENT 

I  have  discussed  the  possible  effects  of  the 
Omega  signal  on  cardiac  pacemakers  with 
Mr.  John  Dostalek,  Director  of  Technical 
Services,  Medtronics  (Minneapolis,  Minn., 
phone  612-574-4000).  The  following  is  a 
summary  of  the  major  points  which  he 
made  during  the  converstion: 

1.  There  is  limited  knowledge  concerning 
the  response  of  pacemakers  to  electromag- 
netic interference. 

2.  He  has  studied  the  Medtronics  devices 
but  there  are  at  least  25  manufacturers 
world-wide  and  the  sensitivity  to  interfer- 
ence of  the  different  units  has  differed  by  a 
factor  of  100  in  some  of  the  tests. 

3.  The  Medtronics  pacemakers  are  de- 
signed to  work  with  interfering  signals  as 
strong  as  200  v/m  but  the  effects  of  pulsing 
in  the  Omega  transmission  are  unknown. 

4.  He  feels  that  testing  done  to  date  is  in- 
adequate for  determining  the  sensitivity  of 
pacemakers  to  the  Omega  signal.  Proper 
testing  must  include  pacemakers  from  dif- 
ferent manufacturers  vrith  exact  duplication 
of  the  Omega  signal. 

5.  Differences  between  the  sensitivities  of 
pacemakers  from  different  manufacturers, 
and  the  effects  of  pulsing,  have  caused  him 
to  suggest  that  the  electric  field  intensity  be 
limited  to  30  v/m  on  the  highway. 

Tests  have  been  conducted  at  the  CM 
Technical  Center  in  Milford,  Michigan  to 


determine  effects  of  the  electromagnetic 
fields  of  the  Omega  station  on  the  electron- 
ic systems  in  CM  cars.  Engineers  at  both 
CM  and  Ford  have  said  that  the  possible  ef- 
fects could  range  from  not  being  noticeable 
to  total  Immobility  of  the  vehicle.  I  am  not 
aware  that  any  such  problems  have  yet  oc- 
cured  with  vehicles  at  the  Omega  station 
but  this  issue  may  become  significant  in  the 
future  due  to  the  increasing  complexity  of 
the  electronic  circuits  used  in  automobiles. 

VI.  NONTHERMAL  EFFECTS  OF  ELECTROMAGNETIC 
RADIATION 

Numerous  hematopoietic  (blood),  neur- 
oendocrine (glandular)  and  neural  (nervous 
system)  effects  have  been  reported  when 
animals  have  been  exposed  to  relatively 
weak  electromagnetic  fields.  Different  ef- 
fects have  been  seen  with  microwaves  and 
power  frequencies  but  I  know  of  no  study 
made  at  a  frequency  within  a  factor  of  100 
of  those  used  by  Omega.  William  McEnroe 
made  a  study  for  the  U.S.  Coast  Guard  in 
May  of  1980  entitled  "Electromagnetic  Ra- 
diation Survey  of  U.S.  Coast  Guard  Omega 
Loran-C  (Navigation)  and  Communication 
Stations."  In  his  report  he  states  that, 
"NIOSH  believes  there  is  sufficient  docu- 
mentation of  such  effects  to  cause  concern." 

The  health  effects  of  long-term  exposure 
to  electromagnetic  radiation  at  the  VLF  fre- 
quencies of  the  Omega  station  are  unknown 
at  the  present  time.  Measurements  reported 
by  McEnroe  show  that  the  electromagnetic 
fields  within  the  transmitter  building, 
where  the  coastguardsmen  work,  are  consid- 
erably weaker  than  those  outside  the  build- 
ing. Such  attenuation  would  be  expected 
since  the  concrete  walls  of  the  building 
appear  to  be  about  six  feet  thick.  For  this 
reason  studies  of  the  personnel  at  the 
Omega  Station  would  be  of  interest  but 
would  have  little  bearing  regarding  the  ef- 
fects of  long-term  exposure  on  construction 
workers.  There  is  no  agreement  among  ex- 
perts as  to  whether  or  not  such  effects 
would  alter  the  health  of  construction  work- 
ers. 

VII.  CONCLUSIONS 

Because  of  the  many  unknowns  I  feel  it  is 
wise  to  allow  a  reasonable  margin  of  safety 
in  limiting  human  exposure  to  electromag- 
netic fields.  I  recently  spoke  with  Mr.  John 
Mitchell,  Chief  of  the  Radiation  Physics 
Branch  at  the  School  of  Aerospace  Medicine 
at  Brooks  Air  Force  Base  (San  Antonio. 
Texas,  phone  512-536-3582).  He  has  recom- 
mended a  50  v/m  guideline  for  general  pop- 
ulation exposures  to  very  low  frequency 
(VLF)  radiation.  The  limit  is  cited  in  a  ge- 
neric environmental  impact  statement  for 
the  Air  Force's  Ground  Wave  Emergency 
Network  (GWEN)  communication  system. 
The  GWEN  system  will  operate  at  150-175 
kHz,  which  is  relatively  close  to  the  frequen- 
cies used  by  Omega. 

It  should  be  clear  that  the  H/3/Omega 
collocation  is  not  a  normal  construction 
project  but  has  many  hidden  costs  and  haz- 
ards. Based  on  my  personal  experience  and 
research  I  believe  that  serious  hazards 
would  be  present  during  both  the  construc- 
tion and  use  of  the  proposed  H-3  due  to  the 
strong  electromagnetic  fields  near  the  U.S. 
Coast  Guard  Omega  station  located  in 
Haiku  Valley. 


Medical  Consultants 

OF  THE  Pacific,  Inc., 
Honolulu,  HI,  July  12,  1986. 
Hon.  Robert  Stafford, 
U.S.   Senate,    Hart   Building,    Washington, 

DC. 
Subject;  S-2467  Highway  H-3/Omega  Sta- 
tion, potential  problem. 
Dear  Senator  Stafford:  During  the  last 
three  years.  In  many  ways,  the  State  of 
Hawaii  has  been  advised  of  a  potential 
hazard  for  a  segment  of  the  population  if 
the  H-3  Freeway  is  allowed  to  pass  through 
the  Omega  Station  transmitting  antenna 
without  proper  shielding. 

As  a  representative  of  Medtronic  Inc.  the 
largest  manufacturer  of  cardiac  pacemakers 
in  the  world,  we  are  concerned  that,  due  to 
the  tyt>e  and  strength  of  the  signal  generat- 
ed in  the  immediate  area  of  the  antenna, 
people  who  wear  pacemakers  may  have  the 
pacemakers  turned  off  during  transit  in  the 
area  of  the  Omega  antenna. 

Letters  from  Medtronic  and  Cardiologists, 
indicating  concern  for  these  patients,  have 
been  submitted  to  the  State  as  long  as  three 
years  ago.  I  have  pesonally  testified  in  Fed- 
eral Court  and  to  the  State  Senate  Commit- 
tee on  Health  as  well  as  at  town  meetings  in 
an  attempt  to  protect  these  pacemaker 
wearers  via  proper  shielding  of  the  freeway 
in  the  area  of  the  antenna. 

In  the  final  draft  of  the  H-3  freeway,  the 
State  of  Hawaii  agreed  to  shield  the  road- 
way to  200  volts/meter,  whereas  previously 
it  had  been  documented  that  there  would  be 
1200  volts/meter  at  the  level  of  the  high- 
way. Medtronic  recommended  shielding  to 
30  volts/meter.  Medtronic  pacemakers  are 
designed  to  withstand  a  maximum  of  200 
volts/meter.  This  information  is  contained 
in  letters  from  Medtronic  Inc..  Minneapolis, 
Minnesota. 

If  the  highway  is  allowed  to  proceed  with- 
out shielding  and  if  pacemakers  are  shut  off 
when  the  wearers  need  them,  what  will 
happen?  If  they  are  driving  and  pass  out 
due  to  slow,  irregular  or  no  heart  stimula- 
tion there  could  be  accidents  or  worse. 
Would  the  State  then  be  legally  responsi- 
ble? This  potential  problem  has  been  pub- 
lished several  times  in  various  local  and  na- 
tional publications  so  the  problem  is  recog- 
nized in  Hawaii  and  nationally. 

I  have  intentionally  been  general  in  the 
information  as  I  feel  that  more  detailed 
data  should  be  obtained  from  the  Medtronic 
Radiation  Laboratory  in  Minneapolis.  How- 
ever, if  you  wish  I  will  submit  previous  pub- 
lications and  correspondence  concerning 
this  potential  hazard. 

Personally,  I  do  not  care  one  way  or  the 
other  about  the  H-3  freeway  but  I  am  con- 
cerned about  what  might  happen  to  pace- 
maker wearers  if  the  freeway  is  not  re- 
routed or  adequately  shielded.  Please  take 
this  into  consideration  when  voting  or  dis- 
cussing S-2467. 
Sincerely, 

Paul  Lane, 
Hawaii  Representative 

for  Medtronic  Inc. 

Kaneohe  Business 
AND  Professional  Center, 
Kaneohe.  HI,  September  10,  1986. 
Hon.  Robert  Stafford, 
Hart  Senate  Office  Building.   Washington, 
DC. 
Dear  Senator  Stafford:  I  am  a  family 
physician  in  Kaneohe,  Hawaii,  the  principal 
suburban  area  impacted  by  the  proposed  H- 
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3  "intersUte"  freeway.  I  have  several  health 
and  safety  concerns  regarding  this  freeway. 

The  proposed  route  currently  runs  be- 
neath the  Coast  Guard  Omega  Station,  a 
microwave  emitting  navigational  tracking 
station.  There  have  been  several  reports  of 
electrical  shocks  coming  out  of  that  station. 
Microwaves  have  also  been  implicated  in  the 
malfunction  of  heart  pace-makers  sts  well  as 
in  the  formation  of  cataracts.  There  are 
many  unknowns  regarding  microwaves  and 
the  state's  environmental  report  on  H-3 
seem  to  skirt  these  unknowns  almost  in  a 
"what  we  don't  know  can't  hurt  us"  ap- 
proach. 

I  would  urge  your  cautious  consideration 
of  the  above  and  reject  the  environmental 
exemption  sought  for  the  H-3  freeway. 
Sincerely  yours, 

Glknn  M.  Stahl.  M.D. 

Mr.  STAFFORD.  Finally.  I  am  con- 
vinced after  listening  to  both  sides 
that  there  is  deep  disagreement  within 
the  State  on  the  best  way  to  meet  Ha- 
waii's transportation  needs. 

The  immediate  past  Lieutenant  Gov- 
ernor of  Hawaii  has  written  to  me,  "In 
terms  of  Hawaii,  the  Interstate  H-3  is 
an  obsolete  project,  planned  in  the 
1960's  when  the  windward  side  of 
Oahu  was  to  be  the  location  of  the  2d 
urban  center  with  a  plaimed  popula- 
tion of  250.000.  With  the  adoption  of 
the  land  use  ordinances  of  the  city  and 
county  of  Honolulu,  windward  Oahu 

will  remain  suburban  and  agricultural 
•  •  •   » 

The  mayor  of  the  city  and  county  of 
Honolulu,  which  includes  the  entire 
island  of  Oahu,  has  written  me  the  fol- 
lowing, "Changing  times  and  condi- 
tions have  negated  the  need  for  this 
freeway  as  part  of  the  Interstate  High- 
way System.  Instead,  we  urge  the 
withdrawal  of  H-3  from  the  Interstate 
System  with  authorization  for  us  to 
utilize  the  funds  for  much  needed  sub- 
stitute transportation  projects.  •  •  • 
Also  note  that  H-3,  which  would 
tunnel  through  our  Koolau  Mountain 
Range,  serves  only  15  percent  of 
Oahu's  population;  85  percent  of  our 
population  reside  on  the  leeward  side, 
where  serious  traffic  congestion  and 
transportation  problems  exist." 

The  city's  transportation  director, 
city  council  members,  Hawaiian  State 
legislators,  and  neighborhood  boards 
have  all  made  the  point  that  H-3  will 
not  address  the  real  transportation 
needs  of  the  island.  I  ask  imanimous 
consent  that  letters  from  these  indi- 
viduals and  groups  be  printed  in  the 
Record  at  this  point. 

There  being  no  objection,  the  letters 
were  ordered  to  be  printed  in  the 
Record,  as  follows: 

Honolulu.  HI, 
June  24,  1986. 
Hon.  Robert  T.  Stafford. 
U.S.  Senator,  Chairman,  Committee  on  En- 
virxmment  and  Public  Works,  Washing- 
ton, DC. 

DcAH  Senator  Stafford:  Aloha  from 
Hawaii!  I  am  our  State's  immediate  past  Lt. 
Governor,  and  I  am  writing  you  regarding 
the  proposed  4(f)  exemption  bill  offered  by 
Senator  Daniel  Inouye.  May  I  express  to 
you  as  strongly  as  I  can  the  conviction  that 


this  bill  would  not  be  in  the  best  interest  of 
Hawaii  or  of  the  nation. 

In  national  terms,  to  exempt  a  specific 
project  from  environmental  legislation  after 
the  courts  have  determined  there  is  a  viola- 
tion would  seem  contrary  to  the  basic  phi- 
losophy behind  environmental  laws. 

In  terms  of  Hawaii,  the  Interstate  H-3  is 
an  obsolete  project,  planned  in  the  1960s 
when  the  windward  side  of  Oahu  was  to  be 
the  location  of  the  2nd  urban  center  with  a 
planned  population  of  250.000.  With  the 
adoption  of  the  land  use  ordinances  of  the 
City  and  County  of  Honolulu,  Windward 
Oahu  will  remain  suburban  and  agricultur- 
al, with  the  population  capped  at  approxi- 
mately 150.000  through  municipal  land  use 
restrictions.  Under  these  ordinances,  the 
2nd  urban  center  has  been  specifically  desig- 
nated elsewhere. 

Windward  Oahu  residents  have  primary 
concerns  in  terms  of  preserving  the  agricul- 
tural land,  but  also  of  improving  the  traffic 
situation  to  downtown  Honolulu  during 
morning  and  evening  rush  hours.  H-3  does 
nothing  for  either  concern  except  make 
them  worse.  Running  as  it  does  from  Kan- 
eohe  to  Aiea,  H-3  will  not  help  the  commut- 
ers driving  to  downtown  Honolulu.  The  new 
growth  areas  in  Leeward  and  Central  Oahu 
desperately  need  an  improved  transporta- 
tion infrastructure.  H-3  will  drain  away  all 
of  the  federal  and  a  substantial  portion  of 
the  State  highway  funds  leaving  little  for 
the  Leeward/Central  area  and  the  rest  of 
Oahu.  The  situation  in  the  Leeward  and 
Central  areas  is  approaching  what  City 
Planning  Director  Donald  Clegg  calls  a 
"traffic  castastrophe. " 

In  my  view,  the  9th  Circuit  Court  of  Ap- 
peals correctly  applied  the  4(f)  protection  of 
the  law  to  the  Hoomaluhia  Park.  The  Court 
directed  DOT  to  consider  'no-build"— that 
is  not  building  the  highway  while  imple- 
menting other  improvements  such  as  in- 
creased bus  service,  overpasses,  etc.  Their 
decision  was  upheld  by  the  full  9th  Circuit, 
and  the  U.S.  Supreme  Court  denied  review 
of  this  decision.  In  the  face  of  this  judicial 
action,  an  exemption  for  H-3  would  under- 
mine both  the  rule  of  law  and  separation  of 
powers. 

There  are  a  number  of  unresolved  issues 
in  addition  to  the  Hoomaluhia  Park  ques- 
tion that  make  H-3  a  bad  project  such  as 
the  collocation  of  H-3  with  the  Coast  Guard 
Omega  Station  and  the  environmental 
damage  to  the  Haiku  and  North  Halawa 
Valleys. 

May  I  therefore  respectfully  urge  that 
you  vote  against  the  proposed  4(f)  exemp- 
tion. 

Thank  you  very  much. 
Sincerely, 

Jean  King. 

Office  of  the  Mayor, 
City  and  County  of  Honolulu, 
Honolulu,  HI,  September  11,  1986. 
Hon.  Robert  T.  Stafford, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Stafford:  Regarding  pend- 
ing Senate  action  on  the  1986  Highway  Bill. 
S.  2405. 1  want  to  notify  you  that  the  Hono- 
lulu City  Administration  is  opposed  to  a 
waiver  of  Section  4(f)  which  would  permit 
the  construction  of  H-3.  Changing  times 
and  conditions  have  negated  the  need  for 
this  freeway  as  part  of  the  Interstate  High- 
way System.  Instead,  we  urge  the  withdraw- 
al of  H-3  from  the  Interstate  System  with 
authorization  for  us  to  utilize  the  funds  for 


much     needed     substitute     transportation 
projects. 

Please  note  that  the  City  and  County  of 
Honolulu  has  jurisdiction  over  the  entire 
Island  of  Oahu  which  includes  80  percent  of 
the  State  of  Hawaii's  population.  Also  note 
that  H-3,  which  would  tunnel  through  our 
Koolau  mountain  range,  serves  only  15  per- 
cent of  Oahu's  population;  85  percent  of  our 
population  reside  on  the  Leeward  side, 
where  serious  traffic  congestion  and  trans- 
portation problems  exist.  The  City  and 
County  of  Honolulu  is  responsible  for 
Oahu's  public  transit  system  and  for  80  per- 
cent of  all  the  roads  and  highways. 

In  view  of  the  long  history  of  this  project 
and  the  current  transportation  needs  facing 
Honolulu,  we  request  your  support  for  the 
withdrawal  of  H-3  from  the  Interstate 
System  and  the  earmarking  of  these  funds 
for  substitution  of  Honolulu's  critical  trans- 
portation projects. 

If  you  have  any  questions  regarding  this 
matter,  please  contact  our  representative  in 
Washington.  Mr.  David  Weiman.  telephone 
number  (202)  797-9119.  We  look  for  your 
support. 

Warm  personal  regards. 
Sincerely. 

Frank  P.  Pasi. 

[Prom  the  Honolulu  Advertiser.  Sept.  10, 
1986] 

City  Poll  Finds  49  Percent  Back  H-3 
Alternate 

(By  Floyd  Takeuchi) 

A  recently  completed  Fasi  administration 
poll  supports  an  August  Honolulu  Advertis- 
er Hawaii  Poll  finding  that  a  majority  of 
Oahu  residents  support  the  proposed  H-3 
Freeway. 

But  if  given  a  choice  between  H-3  or  other 
transportation  improvements,  the  city  poll 
also  found,  nearly  50  percent  of  the  421  reg- 
istered voters  surveyed  would  abandon  the 
freeway  and  back  substitute  projects. 

Mayor  Frank  Fasi  yesterday  armounced 
the  results.  The  poll  was  conducted  by  city 
Chief  Planning  Officer  Donald  Clegg. 

The  Fasi  administration  strongly  opposes 
completion  of  the  trans-Koolau  freeway.  It 
is  pushing  for  transfer  of  $716  million  in 
federal  funds  earmarked  for  H-3  to  other 
highway  projects  and  a  Honolulu  rail  mass 
transit  system. 

Fasi  yesterday  said  he  would  inform  U.S. 
senators  of  the  poll  results.  The  Senate  is 
poised  to  consider  a  request  by  Hawaii  Sen. 
Daniel  Inouye  to  exempt  H-3  from  federal 
environmental  regulations. 

Fasi's  poll  asked  two  questions:  The  first 
was:  "Should  we  build  a  new  H-3  Freeway 
between  Honolulu  and  Windward  Oahu." 

The  response:  62  percent  said  yes;  26  per- 
cent said  no;  12  percent  were  undecided. 

(The  Advertiser's  Hawaii  Poll  found  that  a 
record  68  percent  favored  completion  of  the 
freeway;  21  percent  said  no;  and  11  percent 
were  undecided.) 

Of  those  who  answered  "yes"  on  the  first 
question,  the  Fasi  poll  asked  a  second  ques- 
tion: 

"If  you  knew  that  H-3  will  join  HI  at 
Halawa  and  not  go  to  downtown  Honolulu, 
and  that  there  is  not  enough  money  to  build 
both  H-3  and  other  projects,  that  the  money 
could-be  transferred  to  other  projects  to  re- 
lieve traffic  including  (Improvements  to 
Pali,  Likelike.  Kalanianaole  and  other  high- 
ways, and  starting  construction  of  a  rapid 
transit  system),  would  you  still  be  in  favor 
of  building  H-3?" 
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The  administration  poll  found  that  33  per- 
cent favored  completion  of  H-3;  49  percent 
were  opposed;  18  percent  were  undecided. 

City  Couhcil. 
City  and  County  or  Honolulu, 
Honolulu,  HI,  September  2, 1986. 
Hon.  Senator  Robert  T.  Stafford, 
U.S.  Senate,  133  HSOB,  Washington,  DC. 

I'd  like  to  ask  that  you  not  vote  to  exempt 
Hawaii's  H-3  project  from  Federal  4F  regu- 
lations. 

I  believe  that  the  4F  regulations  are  cor- 
rect and  do  protect  an  important  wilderness 
park  area. 

Beyond  this,  however,  I  continue  to  be- 
lieve this  is  not  the  best  use  of  $700  million 
to  improve  transportation  on  this  island. 
The  whole  island  is  the  City  and  County  of 
Honolulu. 

We  have  traffic  problems  all  over.  The 
number  of  trips  to  be  provided  by  this  high- 
way is  nowhere  near  the  number  of  trips  we 
need  on  the  leeward  side  of  the  island  where 
most  of  our  jobs,  population  and  growth  are 
now  and  are  planned. 

I  believe  the  money  should  be  transferred 
to  projects  which  would  truly  relieve  the 
traffic  problems. 
Sincerely, 

Marilyn  Bornhorst,  Chair. 

Office  of  the  Mayor, 
City  and  County  of  Honolulu, 
Honolidu,  HI,  November  6,  1985. 
Hon.  Robert  Stafford, 
U.S.  Senator,  415  Hart  Building,  Washing- 
ton, DC 
Attention  Jan  Lauver. 
Dear  Senator  Stafford:  We,  the  under- 
signed, are  opposed  to  the  proposed  action 
of  the  Congress  to  circumvent  and  make 
null  and  void  the  purposes  and/or  Intent  of 
Section  138  of  Title  23,  United  States  Code, 
and  Section  303  of  Title  49,  United  States 
Code  as  relating  to  the  proposed  construc- 
tion of  a  Hawaii  State  Highway  known  as 
H-3. 

We  are  in  complete  agreement  that  this 
issue  should  be  resolved  at  the  local  level. 
There  has  not  been  an  opportunity  for  state 
and  local  legislative  bodies  to  establish  pri- 
orities and  current  policies  on  how  limited 
Federal  funds  should  be  spent  vis-a-vis  H-3 
as  opposed  to  transit  needs  in  our  major 
highways  H-1,  H-2,  and  the  current  trans- 
Koolau  corridor  which  serve  more  than  60% 
of  our  motoring  public. 

Prank  P.  Fasi, 

Mayor. 
Pasty  T.  Mink, 
Marilyn  Bornhorst, 
Welcome  C.  Pawcett, 

Council  Members. 

House  of  Representatives, 
The  Thirteenth  Legislature, 

Honolulu,  HI,  May  14, 1986. 
Hon.  Robert  T.  Stafford, 
Chairman,  Enmronment  and  Public  Works 
Committee,  U.S.  Senate,  Senate  Hart 
Building,  Washington,  DC. 
Dear  Senator  Stafford:  We  are  writing  to 
reaffirm  our  opposition  to  any  Congression- 
al exemption  for  Interstate  H-3  in  Hawaii. 
The  matter  has  been  adjudicated  and  the 
State  of  Hawaii  should  be  made  to  follow 
the  spirit  and  intent  of  the  law,  in  particu- 
lar the  4(f)  provision  of  the  Surface  Trans- 
portation Act.  Alternatives,  including  those 
singled  out  by  the  U.S.  Ninth  Circuit  Court 
of  Appeals,  are  available  to  address  the 
same  traffic  problems  as  H-3.  They  should 
be  Implemented,  not  H-3. 


Respectfully  yours, 

Robert  S.  Nakata. 
David  M.  Hagino. 
Mazie  Hirono. 
Bill  Pfeil. 
Russell  Blair. 
James  T.  Shon. 
Kina'u  Boyd  Kamali'i. 
Virginia  Isbell. 

Kalihi-Palama 

Neighborhood  Board  No.  15, 

Honolulu,  HI,  February  11, 1986. 
Subject  Reallocation  of  Hawaii  Interstate 

(H-3)  Freeway  Funds 
Hon.  Congressman  James  Howard, 
Cannon  House  Building,  Room  131,  Wash- 
ington, DC. 

Dear  Congressbcan  Howard:  The  Kalihi- 
Palama  Neighborhood  Board  wishes  to  ex- 
press its  support  of  a  mass  transit  system 
for  Hawaii,  provided  that  H-3  funds  can  be 
transferred  to  finance  the  mass  transit 
project. 

The  Kalihi-Palama  Neighborhood  Board 
is  an  elected  community  group  whose  con- 
stituency would  be  affected  by  decisions  on 
H-3.  The  Kalihi-Palama  area  is  situated 
next  to  downtown  Honolulu  and  bears  the 
brunt  of  traffic  enroute  to  town.  This  Board 
feels  that,  without  mass  transit,  our  roads 
will  be  widened  further  and  divide  our  com- 
mimity.  This  Board  also  believes  mass  tran- 
sit would  alleviate  some  of  the  traffic  con- 
gestion in  our  area. 

The  Board  stands  in  favor  of  both  H-3 
and  mass  transit.  However,  the  Board  places 
a  higher  priority  on  mass  transit  due  to  the 
pressing  needs  of  our  community. 

Thank  you  for  the  opportunity  to  com- 
ment. We  trust  you  will  take  our  concerns 
into  consideration. 
Sincerely, 

Christina  B.  Ariola-Heller. 

Waipahu  Neighborhood  Board  No.  22, 

Waipahv^  HI. 

Resolution 

Whereas,  while  $750  million  has  been  set 
aside  by  the  U.S.  Government  for  the  devel- 
opment and  construction  of  the  H-3,  trans- 
Koolau  Interstate  Freeway,  the  project  may 
not  be  able  to  proceed  for  failure  to  comply 
with  Federal  regulations;  and 

Whereas,  should  the  H-3  Freeway  project 
not  be  able  to  proceed,  the  State  and  City 
and  County  of  Honolulu  have  until  Septem- 
ber 30,  1986,  to  suggest  alternative  projects 
which  might  be  funded  with  H-3  funds;  and 

Whereas,  planned  improvements  to  the  H- 
1  and  H-2  FYeeway  corridors  in  Leeward  and 
Central  Oahu  deserve  Immediate  funding 
through  available  H-3  monies  because  of 
heavily-congested  and  near  stalled  condi- 
tions therein  and  because  existing  and 
planned  population  growth  on  Oahu— and 
the  concomitant  increase  in  generated  traf- 
fic and  traffic  congestion— will  continue  to 
take  place  in  Leeward  and  Central  Oahu 
rather  than  in  Windward  Oahu  by  both 
market  and  public  policy  choice. 

Whereas,  traffic  problems  within  the  H-1 
and  H-2  corridors  in  Leeward  and  Central 
Oahu  are  reaching  crisis  levels  while  there 
appears  to  be  reasonable  solutions  to  ease 
traffic  congestion  over  the  Likelike  and  Pali 
Highways  without  building  the  H-3  Free- 
way. 

Whereas,  the  use  of  some  H-3  funds  to  de- 
velop a  light  rail  rapid  transit  system  to 
serve  Leeward.  Central  and  West  Oahu  also 
would  ease  heavy  traffic  congestion  within 
the  H-1  and  H-2  Freeway  corridors  as  well 


as  efficiently  support  planned  population 
within  these  areas;  and 

Whereas,  use  of  some  H-3  ftmds  to  fi- 
nance needed  improvements  to  the  Waiawa 
(H-1)  Freeway  Interchange,  a  new  Inter- 
change on  the  H-2  Freeway  to  service  the 
Mililani  community,  a  new  Paiwa  Street/H- 
1  Freeway  Interchange  in  Waipahu  and  im- 
provements to  the  Kunia  (H-1)  Freeway 
Interchange  will  directly  benefit  our  com- 
munity by  facilitating  the  revitalization  and 
modernization  of  Waipahu;  and 

Whereas,  diversion  of  H-3  funds  towards 
the  development  of  a  light  rail  rapid  transit 
system  and  needed  improvements  within 
the  H-1  and  H-2  corridors  can  be  shown  to 
generate  a  greater  number  of  construction 
and  service  jobs  for  more  local  businesses 
than  would  a  single  major  contract  for  H-3 
construction;  now,  therefore. 

Be  It  Resolved  by  our  Waipahu  Neighbor- 
hood No.  22  that  we  support  identification 
by  the  State  of  Hawaii  and  City  and  County 
of  Honolulu  of  those  improvements  to  the 
H-1  and  H-2  Freeway  corridors  cited  above 
as  alternative  projects  for  funding  by  avail- 
able H-3  funds;  and 

Be  It  Further  Resolved  that  we  also  sup- 
port commitment  of  adequate,  available  H-3 
funds  towards  the  development  of  a  light 
rail  rapid  transit  system  which  will  effec- 
tively serve  Leeward,  Central  and  West 
Oahu;  and 

Be  It  Further  Resolved  that  we  respect- 
fully urge  Hawaii's  Congressional  Delega- 
tion and  appropriate  Federal,  State  and 
City  officiajs  to  pursue  commitment  of 
available  H-3  funds  to  needed  improve- 
ments to  the  H-1  and  H-2  Freeway  corridors 
and  development  of  the  aforesaid  light  rail 
rapid  transit  system;  and 

Be  It  Finally  Resolved  that  copies  of  this 
Resolution  be  transmitted  to  Hawaii's  Con- 
gressional   Delegation,    Governor    George 
Ariyoshi,  Mayor  Prank  P.  Fasi,  City  Council 
Chair  MarUyn  Bornhorst,  Councilmember 
Patsy    T.    Mink,    Councilmember    Randy 
Iwase,  the  City  Managing  Director,  the  Di- 
rector of  the  State  Department  of  Transpor- 
tation, the  Director  of  the  City  Department 
of  Transportation  Services,  the  City's  Chief 
Planning     Officer,     State     Senators     Joe 
Kuroda,  Ben  Cayetano,  Patsy  Young  and 
House   Representatives   Mits   Shito,   Mike 
Crozier.  Paul  Oshiro,  and  Daniel  Kihano, 
and  other  Neighborhood  Boards. 
Offered  by: 
Cal  Kawamoto,  Chair;  David  Kaufman, 
Vice  Chair;  Kenneth  Thomas.  Secre- 
tary; CO.  Anderson,  Treasurer;  and 
members  Tony  Ballesteros;  Lehualani 
Hale;       Brigido       Daproza;       Milton 
Maekawa;  Pete  Pascua;  P.C.  Domingo; 
Burt  Garcia;  Irene  Elston;  Laura  Mar- 
iano; James  Gee:  Tommy  R.C.  Tu- 
pinio. 

Resolution 

Whereas,  the  Federal  Government  has 
designated  $750  million  for  construction  of 
the  H-3  trans-Koolau  freeway,  the  project 
may  not  be  able  to  proceed  for  failure  to 
comply  with  Federal  regulations;  and 

Whereas,  the  State  of  Hawaii  and  the  City 
and  County  of  Honolulu  have  until  Septem- 
ber 30,  1986  to  decide  whether  to  proceed 
with  the  H-3  under  its  present  status  or  to 
substitute  alternative  transportation  plans 
for  the  funds;  and 

Whereas,  peak  hour  traffic  through  the 
Waiawa- Aiea  corridor  is  approaching  critical 
levels,  and  any  additional  development  in 
Central  and  West  Oahu  is  expected  to  have 
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an  adverse  impact  on  traffic  conditions  in 
the  Pearl  City  area. 

Be  it  resolved  that  Pearl  City  Neighbor- 
hood Board  No.  21  fully  supports  Mayor 
Prank  Fasi's  administration  in  its  proposal 
to  substitute  alternative  plans  for  the  allo- 
cated H-3  Federal  funds,  and  divert  such 
funds  to  resolve  Leeward  and  Central 
Oahu's  transportation  crisis. 

Be  it  further  resolved  that  copies  of  this 
resolution  be  forwarded  to  Governor  George 
Ariyoshi,  Mayor  Frank  Fasi,  Senator  Ben 
Cayetano,  City  Council  Chairperson  Mari- 
lyn Bomhorst,  State  Transportation  Direc- 
tor Wayne  Yamasaki.  City  Transportation 
Services  Director  John  E.  Hirten.  and  mem- 
bers of  Pearl  City  Neighborhood  Board  No. 
21. 

Mehoransum— Makch  24,  1986 
From:  Albert  K.  Fukushima,  chairman. 
Subject:  Reallocation  of  H-3  funds  to  alter- 
native transportation  projects. 

Attached  for  your  information  is  a  resolu- 
tion "Pertaining  to  Substitution  of  Alterna- 
tive Transportation  Plans  for  the  Allocated 
Federal  H-3  funds,"  which  was  approved  by 
a  vote  of  9-1-2. 

We  would  encourage  immediate  positive 
action  be  taken  on  this  very  urgent  and  im- 
portant matter. 

MlULAMI  /  W  AIPIO/MELEMAinj 

Neighborhood  Board  No.  25, 

Mililani,  HI,  March  3.  1986. 
Hon.  George  R.  Ariyoshi, 
Governor,  State  Capitol,  HonoltUu,  HI. 

Dear  Governor  Ariyoshi:  At  its  regular 
meeting  on  February  26.  1986  the  Mililani/ 
Waipio/Melemanu  Neighborhood  Board 
unanimously  (14-0)  adopted  the  following 
resolution: 

Whereas,  Mililani/Waipio/Melemanu 

Neighborhood  Board  No.  25  has  continuous- 
ly monitored  traffic  and  transportation 
problems  through  the  years  as  one  of  its 
primary  concerns;  and 

Whereas,  the  Board  adopted,  at  its  regular 
meeting  on  August  24,  1983,  a  resolution 
stating  that  the  Kipapa  Gulch  segment  of 
Kamehameha  Highway  (Roosevelt  Bridge 
and  its  approaches)  was  one  of  the  most 
dangerous  stretches  of  arterial  road  in  the 
entire  state,  with  accidents  and  injuries 
averaging  over  30  (plus  two  (2)  deaths)  a 
year:  and 

Whereas,  the  following  day  (August  25, 
1983).  the  Board  wrote  to  the  State  Director 
of  Transportation  about  these  concerns, 
asking  that  his  department,  (a)  begin  de- 
signing and  planning  to  make  Kamehameha 
a  divided  highway,  including  the  Bridge, 
from  Lanikuhana  Avenue  down  to  the  H-1 
junction,  and  (b)  provide  it  with  emergency 
caU-boxes  and  better  lighting;  and 

Whereas,  the  only  apparent  response  has 
been  the  installation  of  call-boxes— late  in 
1985;  and 

Whereas,  in  July  1985.  Neighborhood 
Board  No.  25  sounded  the  alarm  when,  in  a 
comprehensive  opinion  survey  (2.000  re- 
sponses), only  one  Mililani  resident  out  of 
three  favored  the  expansion  of  the  town 
mauka  of  H-2  Freeway  and  even  less  sup- 
portive of  the  Waikele  and  Waiawa  propos- 
als because  of  worsening  traffic  conges- 
tion—a concern  also  widely  voiced  in  write- 
in  opinions;  and 

Whereas,  on  October  11.  1985.  Neighbor- 
hood Board  No.  25  intervened  before  the 
State  Land  Use  Commission  to  plead  that 
approval  not  be  granted  to  Amfac  on  its 
Waikele  development  until  the  petitioner 
fulfills  a  number  of  specific  conditions  deal- 


ing with  transportation  impacts  and  con- 
cerns; and 

Whereas,  the  Board  adopted,  at  its  regular 
meeting  on  October  23,  1985,  a  resolution 
taking  notice  of  the  Central-Leeward  popu- 
lation growth,  with  many  huge  develop- 
ments in  the  offing,  and  the  inadequacy  of 
the  current  highway/bus  network  to  handle 
it.  with  a  predicament  even  today  approach- 
ing gridlock  during  peak  hours:  and 

Whereas,  the  October  Resolution  request- 
ed a  moratorium  on  new  developments  until 
responsible  State  and  City  and  County  de- 
partments take  a  number  of  certain  immedi- 
ate and  long-range  actions  to  rectify  the  in- 
adequacy of  the  present  transportation  net- 
work; and 

Whereas,  senior  City  and  County  officials 
last  month  requested  Neighborhood  Board 
to  support  the  transfer  of  H-3  funds  to  meet 
immediate  island-wide  transportation  needs, 
particularly  to  include  a  rapid  transit 
system  from  Waikiki  to  Aloha  Stadium;  and 

Whereas,  the  Board  has  historically  not 
taken  a  formal  position  on  issues  that  are  of 
direct  and  primary  concern  of  another 
Board's  area;  now,  therefore,  be  it 

Resolved,  while  the  Board  continues  to 
feel  it  inappropriate  to  take  a  position  on  H- 
'3,  the  Board  wishes  to  go  on  record  official- 
ly encouraging  senior  State  and  city  offi- 
cials to  begin  immediately  to  cooperate,  con- 
sult, plan,  and  implement  a  reasonable 
transportation  program  which  meets  Cen- 
tral and  lieeward  Oahu  needs.  This  program 
should  involve  all  levels  of  government,  as 
much  citizen  participation  as  possible,  and 
assistance  and  advice  from  developers;  and 
should  eschew  duplication  and  competing 
effort,  confrontation  and  conflict. 
Sincerely. 

Samuel  S.H.  Lee. 

Chair. 

Kahaluu  Neighborhood  Board  No.  29, 

Kaneohe,  HI,  January  13.  1986. 
Subject:  HR  3659.  Relating  to  exemption  of 

interstate  H-3. 
Hon.  Congressman  James  Howard, 
House  Building, 
Washington,  DC. 

Dear  Congressman  Howard:  The  Kaha- 
lu's  Neighborhood  Board  is  in  opposition  to 
HR  3659  and  recommends  that  this  bill  be 
defeated.  We  believe  this  bUl  has  far  reach- 
ing and  precedent  setting  consequences  if  it 
is  passed. 

The  Kahalu'u  Neighborhood  Board  is  an 
elected  community  group  which  has  a  con- 
stituency that  will  be  certainly  impacted  by 
the  development  of  the  Interstate  H-3. 

The  Board,  while  being  opposed  to  the  de- 
velopment of  the  Interstate  H-3,  believes 
that  the  passage  of  HR  3659  has  much 
broader  implications  than  the  mere  exemp- 
tion of  federal  regulations  to  environmental 
laws. 

Thank  you  for  your  consideration.  ' 
Sincerely, 

Chester  Koga. 

KooLAULOA  Neighborhood  Board  No.  28. 
Hauula,  HI,  March  14,  1986. 

To:  Governor,  State  of  Hawaii,  Mayor,  City 
and  County  of  Honolulu,  Members, 
Hawaii  State  Legislature,  Members, 
Honolulu  City  Council.  Neighborhood 
Boards. 

From:  Creighton  U.  Mattoon,  Chair,  Trans- 
portation Committee. 

Subject:  Transfer  of  H-3  Funds. 
At  the  present  time  it  would  seem  that 

the  question  of  whether  or  not  we  need  H-3 

has  become  moot.  Construction  has  been 


halted  by  the  Courts  and  time  is  running 
out  while  the  State  of  Hawaii  faces  the 
almost  certain  fate  of  losing  700  million  dol- 
lars in  highway  funds  if  it  does  not  establish 
alternative  uses  to  which  these  Federal 
monies  may  be  applied.  There  are  numerous 
proposed  projects  aimed  at  fulfilling  Oahu's 
transportation  needs  which  would  definitely 
benefit.  Some  worthy  projects  include  fixed 
rail  systems,  revised  bus  systems,  shuttle 
systems,  highway  improvement  and  mainte- 
nance, interchange  construction,  reversible 
lanes,  ferry  systems,  and  high  surf  protec- 
tive measures. 

At  its  regular  meeting  on  March  13,  1986 
the  Koolauloa  Neighborhood  Board  No.  28 
adopted  the  following  position: 

The  Koolauloa  Neighborhood  Board  No. 
28  is  concerned  about  the  critical  situation 
which  currently  exists  pertaining  to  the  po- 
tential loss  of  700  million  dollars  in  highway 
funds  and  urge  that  the  City  and  the  State 
take  the  necessary  steps  to  insure  that 
funds  allocated  for  H-3  may  be  readily 
transferred  so  that  solutions  to  Oahu's 
transportation  problems  may  be  effected. 
Creighton  V.  Mattoon. 


November  3, 1985. 
Re:  H-3  exemption. 
Senator  Daniel  Inouye, 
U.S.  Senate, 
Washington,  DC 

Dear  Mr.  Inouye:  The  Waiahole  Waikane 
Community  Association  throughout  the 
past  decade  has  consistently  opposed  the  H- 
3  freeway  due  to  the  irreparable  damage 
that  will  occur  to  our  environment.  Over- 
whelming evidence  have  been  presented  in 
public  hearings  to  this  effect. 

In  view  of  this,  it  is  logical  that  no  exemp- 
tion should  be  granted. 
Sincerely, 

David  Y.  Chinen, 

President 


Ka'a'awa  Community  Association, 

Ka'a'awa,  HI,  June  17, 1986. 
Re:  Hearings  on  S.  2405. 
Hon.  Robert  T.  Stafford, 
U.S.  Senate, 
Washington,  DC 

Dear  Senator  Stafford:  The  Ka'a'awa 
Community  Association  represents  a  resi- 
dential area  of  approximately  500  families 
who  may  have  adverse  impacts  of  many 
kinds  which  may  be  created  if  the  proposed 
H-3  freeway  were  to  be  built  in  Honolulu, 
HI.  We  have  consistently  opposed  the  con- 
struction of  this  highway  as  it  will  have  a 
destructive  impact  on  our  natural  and  social 
environment  caused  by  opening  up  a  rural 
area  to  development  and  may  force  its 
present  residents  to  move  away  because  of 
economic  pressures.  All  of  this  disruption 
may  be  created  by  a  highway  which  will  not 
even  meet  the  transportation  needs  which  it 
alleges  to  address. 

We  urge  you  and  your  committee  to  stand 
firm  and  to  resist  the  "die-hards"  attempts 
to  build  this  unnecessary  highway  which 
continues,  even  after  the  courts  have 
upheld  certain  Federal  laws  which  prohibits 
the  completion  of  H-3. 

Thank  you  for  your  attention  to  our  con- 
cerns. 

Very  truly  yours, 

Brion  B.  Kansa. 

President 


Hon.  RoBER' 
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Waiaholc  Si  Waikane 
Community  Association, 
Kaneohe,  HI,  September  4,  1986. 
Hon.  Robert  T.  Stafford, 
U.S.  Senate, 
Washington,  DC 

Dear  Senator  Stafford:  The  Waiahole- 
Waikane  Community  Association  has,  since 
its  inception,  opposed  the  H-3  Freeway  due 
to  its  detrimental  effects  on  the  Windward 
side  of  the  island  of  Oahu. 

Our  organization  is  composed  of  farmers 
and  residents  of  the  Waiahole  and  Waikane 
Valleys,  a  heavily  agricultural  area  on 
Windward  Oahu. 

We  request  that  no  exceptions  be  granted 
to  the  Department  of  Transportation.  State 
of  Hawaii,  that  would  exempt  this  project 
from  Federal  law. 
Sincerely, 

David  Y.  Chine, 

President 

July  13, 1986. 
Reference:  Senate  bill  1796. 
Hon.  Robert  T.  Stafford, 
Chairman,  Committee  on  EnvironTnent  and 
Public  Works,  U.S.  Senate,  SenaU  Office 
Building,  Washington,  DC 

Dear  Senator  Stafford  and  members  of 
THE  Committee  on  Environment  and  Public 
Works:  As  an  elected  member  of  the  Kan- 
eohe Neighborhood  Board,  representing 
sub-District  #5,  I  am  in  total  opposition  to 
Hawaii's  Congressional  delegations,  the 
State  of  Hawaii's  Department  of  Transpor- 
tation, and  the  "We  all  Need  H-3"  organiza- 
tions request  to  exempt  Interstate  H-3  from 
all  environmental  laws.  This  bill,  and  its 
companion  request  in  the  House  of  Repre- 
sentatives, is  an  attempt  to  circumvent  the 
Federal  Appeals  Court's  decision  that  if  the 
4  <f)  statement  violates  environmental 
laws— a  decision  that  has  been  upheld  by 
the  U.S.  Supreme  Court. 

On  April  3,  1986,  the  Hawaii  Congression- 
al delegation  received  35,000  signatures 
from  Hawaii  residents,  supporting  the  con- 
struction of  Interstate  H-3.  This  cleverly 
drafted  petition  was  written  to  obtain  signa- 
tures from  frustrated  commuters.  Nowhere 
in  the  petition  or  the  signed  letters  does  it 
clearly  state  that  these  citizens  are  support- 
ing the  exemption  of  this  highway  from  all 
Federal  environmental  laws. 

Senator  Stafford,  on  May  8,  1986,  the 
Honolulu  Star-Bulletin  reported  the  refusal 
by  the  Honolulu  City  Council  to  grant  the 
Waiola  Estates  project,  a  1500  affordable 
home  project,  exemptions  from  State  envi- 
ronmental laws.  However,  three  days  later, 
five  of  the  nine  members  of  the  City  Coun- 
cil, urged  your  committee  to  pass  Senate 
Bill  1796.  As  an  astute  voter,  1  find  this  very 
amusing;  as  a  taxpayer,  I  am  appalled  at 
their  support  of  this  $800  million  white  ele- 
phant and  their  total  disregard  for  Federal 
environmental  laws. 

In  the  Carrier,  a  publication  mailed  to 
each  citizen  from  the  State  of  Hawaii's  De- 
partment of  Transportation,  Senator  Mat- 
sunaga  expounds  the  words  inscribed  on  the 
east  side  of  the  State  Capitol.  "Here  the 
People  rule."  Should  the  State  of  Hawaii  be 
granted  this  exemption  to  construct  this 
"go-nowhere"  highway,  I  believe  the  Capitol 
inscription  should  be  changed  to  read, 
"Here  the  Biggest  Lobbyist  Rule"! 

I  congratulate  you.  Senator  Stafford,  for 
the  position  you  have  personally  taken  on 
this  bill.  I  would  certainly  appreciate  a  re- 
sponse from  the  rest  of  your  committee  on 
this  "special  treatment"  bUl  that  has  a  po- 


tential to  add  several  more  species  to  the  ex- 
tinct list. 

Edwin  B.G.  Taylor.  Jr. 

Mr.  STAFFORD.  A  poU  recently 
conducted  by  the  city  showed  that  if 
given  a  choice  between  H-3  or  other 
transportation  improvements,  nearly 
50  percent  of  the  421  registered  voters 
surveyed  would  abandon  the  freeway 
and  back  substitute  projects. 

I  do  not  believe  that  anyone  can  dis- 
pute that  there  is  significant,  deep  and 
broad  opposition  to  this  project  in  the 
State  of  Hawaii  from  organized  groups 
and  individual  citizens  for  a  variety  of 
reasons. 

I  have  received  many,  many  letters 
in  opposition  to  an  exemption  for  H-3 
both  from  individual  Hawaiians  and 
from  organizations  within  Hawaii  and 
national  organizations.  I  ask  unani- 
mous consent  that  the  following  let- 
ters be  placed  in  the  Record  following 
my  statement: 

No.  1.  Mr.  Tom  Nekota.  director  of 
the  department  of  parks  and  recrea- 
tion of  the  city  and  county  of  Honolu- 
lu. 

No.  2.  East  Oahu  County  Farm 
Bureau. 

No.  3.  Society  for  Hawaiian  Archae- 
ology. 

No.  4.  Ms.  Muriel  B.  Seto,  executive 
director  of  Hawaii's  Thousand  Friends. 

No.  5.  Mr.  John  M.  Agard,  State 
president  of  the  Congress  of  the  Ha- 
waiian People. 

No.  6.  Natural  Resources  Defense 
Council. 

No.  7. 
tute. 

No.  8.  Martha  W.  Black,  Hawaii 
State  legislative  chair,  Hawaii  Pacific 
Division  of  American  Association  of 
University  Women. 

No.  9.  Hawaii  Audubon  Society. 

No.  10.  Hawaiian  Botanical  Society. 

No.  11.  Life  of  the  Land. 

No.  12.  National  Recreation  and 
Park  Association. 

No.  13.  Friends  of  the  Earth. 

No.  14.  Ms.  Marion  Kelly,  anthropo- 
ligist. 

No. 

No. 

No. 

No. 


Environmental  Policy  Insti- 


15.  Clean  Water  Action. 

16.  National  Wildlife  Federation. 

17.  Sierra  Club,  Hawaii  chapter. 

18.  Luluku  Banana  Growers  As- 
sociation. 

No.  19.  The  Outdoor  Circle. 

No.  20.  Hotel  Employees  and  Restau- 
rant Employees  Union,  local  No.  5. 

No.  21.  Conservation  Council  for 
Hawaii. 

No.  22.  The  League  of  Women 
Voters  in  Hawaii. 

No.  23.  League  of  Conservation 
Voters. 

No.  24.  National  Audobon  Society. 

No.  25.  National  Trust  for  Historic 
Preservation. 

No.  26.  Sierra  Club. 

No.  27. The  Izaak  Walton  League  of 
America. 

No.  28.  National  Parks  and  Conser- 
vation Association. 


No.  29.  National  Association  of  Rail- 
road Passengers 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

(See  exhibit  1.) 

Mr.  STAFFORD.  An  argument  has 
been  made  that  because  of  cooperation 
in  planning  the  H-3  interstate  high- 
way and  the  Ho'omaluhia  Park,  an  ex- 
emption to  4(f)  should  be  granted. 
While  I  believe  cooperative  planning 
should  be  encouraged,  such  planning 
alone  does  not  meet  the  section  4(f) 
requirements.  There  is  also  a  differ- 
ence of  opinion  among  those  involved 
in  the  planning  of  the  park  and  the 
highway  on  the  process  which  took 
place. 

I  ask  unanimous  consent  that  a 
memorandum  from  Rom  Duran,  who 
was  deputy  director  of  the  Depart- 
ment of  Parks  and  Recreation  when 
the  Ho'omaluhia  Park  project  was  ini- 
tiated, to  John  E.  Hirten,  director  of 
transportation  services  for  the  city 
and  county  of  Honolulu,  be  printed  in 
the  Record. 

There  being  no  objection,  the  memo- 
randum was  ordered  to  be  printed  in 
the  Record,  as  follows: 

Department  of  Transportation 
Services.  City  and  County  of 
Honolulu,  Honolulu  Municipal 
Building, 

Honolulu,  HI,  November  7,  198S. 

MEMORANDUM 

To:  John  E.  Hirten.  Director 
Prom:  Rom  Duran 

Subject:  Senator  Inouye's  remarks  on  H-3/ 
Ho'omaluhia  Park. 

I  was  startled  to  read  the  Senator's  news 
release  dated  October  31,  1985.  that  stated 
in  part  that  Ho'omaluhia  Park  was  created 
as  a  part  of  the  H-3  Project.  This  is  a  totally 
inaccurate  statement. 

When  the  Ho'omaluhia  Project  was  initi- 
ated, I  was  the  Deputy  Director  of  the  De- 
partment of  Parks  and  Recreation  in  charge 
of  park  planning,  land  acquisition,  design, 
and  construction.  According  to  my  best 
recollection,  there  were  two  100-year  rain 
storms,  occurring  about  one  year  apart,  that 
hit  Kaneohe  in  the  mid-1960s.  Each  storm 
flooded  a  small  new  subdivision  adjacent  to 
the  Kaneohe  stream.  The  second  storm 
caused  the  deaths  of  an  infant  and  a  grand- 
mother. 

Then  Councilman  Fasi  influenced  the 
City  to  pay  the  homeowners  for  their 
houses  and  vacate  the  area.  The  Corps  of 
Engineers  became  involved,  conducted  a  fea- 
sibility study,  and  prepared  plans  for  a  flood 
control  project.  The  plan  called  for  an 
earthen  dam,  a  30-acre  lake  and  a  100-acre 
flood  basin.  However,  the  cost/benefit  ratio 
was  not  favorable  enough  to  approach  Con- 
gress for  funds,  so  the  City's  Chief  Engi- 
neer. Kazu  Hayashida,  asked  the  Parks  De- 
partment to  consider  recreation  develop- 
ment of  the  100-acre  flood  basin.  Congress 
looked  with  favor  on  multi-purpose  projects 
at  that  time. 

We  decided  that  because  of  its  natural 
charm  and  peaceful  character,  it  was  best 
suited  for  a  mountain  camping,  ecologial 
and  botanical  park.  So  we  planned  the  park 
to  the  Makai  boundary  of  the  H-3  align- 
ment and  proposed  a  100-  to  150-foot  strip 
abutting  the  H-3  alignment  as  a  noise  bar- 
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rier.  That  brought  the  total  area  of  the 
flood  control/mountain  park  to  about  400 
acres.  The  project  was  approved  by  Con- 
srress,  and  the  City  received  a  completely  de- 
velop«d  park  at  50  percent  of  cost.  Ironical- 
ly, the  only  involvement  of  State  Depart- 
ment of  Transportation  was  its  repeated  re- 
fusal to  allow  access  from  Likelike  Highway 
or  Kamehameha  Highway  because  it  would 
interfere  with  the  H-3  Project.  We  were  ul- 
timately forced  to  use  Luluku  Road  in  the 
Keapuka  Subdivision  as  the  main  access  to 
the  Park,  something  which  was  vehemently 
opposed  by  residents  of  the  subdivision. 

Inouye  stated  "if  H-3  had  not  been 
planned,  there  would  be  no  park  there  at 
all."  I  say  if  H-3  had  not  been  planned, 
Ho'omaluhia  Park  would  have  been  larger, 
better  designed,  and  would  have  had  ade- 
quate access. 

What  I  have  said  can  be  documented  by 
the  local  U.S.  Corps  of  Engineers  office  or 
through  a  review  of  the  Department  of 
Parks  and  Recreation  files.  John  Palaski, 
Bob  McGoffland,  Harvey  Young,  and  others 
were  with  the  Corps  of  Engineers'  staff  at 
that  time  and  could  verify  this  also. 

Coincidentally,  we  named  the  park  "Ho'o- 
maluhia" which  translates  to  "place  of 
peace,  tranquility,  etc." 

Ron  DXTRAN. 

Mr.  STAFFORD.  In  this  memoran- 
dum Mr.  Duran  states,  "Ironically,  the 
only  involvement  of  State  Department 
of  Transportation  was  its  repeated  re- 
fusal to  allow  access  from  Likelike 
Highway  or  Kamehameha  Highway 
because  it  would  interfere  with  the  H- 
3  Project ...  I  say  if  H-3  had  not  been 
planned,  Ho'omaluhia  Park  would 
have  been  larger,  better  designed,  and 
would  have  had  adequate  access." 

I  also  ask  unanimous  consent  that  a 
letter  from  Marilyn  Bomhorst,  coun- 
cilmember  of  the  Honolulu  City  Coun- 
cil, and  John  Hirten,  director  of  the 
department  of  transportation  services 
for  the  city  and  county  of  Honolulu, 
be  printed  in  the  Record. 

There  being  no  objection,  the  letters 
were  ordered  to  be  printed  in  the 
Record,  as  follows: 

City  Council, 
City  ai»d  County  of  Honolulu, 
Honolulu.  HI,  November  13,  198S. 
Hon.  Robert  T.  Stafford. 
Chairman,  Committee  on  Environment  and 
Public  Works,  U.S.  Senate,  Washington, 
DC. 

Dear  Chairman  Stafford:  I  understand 
that  proponents  of  H-3  are  saying  it's  unfair 
for  the  courts  to  rule  H-3  can't  intrude  on 
the  peace  and  serenity  of  Ho'omaluhia  Park 
because  Ho'omaluhia  Park  wouldn't  be 
there  if  it  hadn't  been  for  H-3.  This  is  not 
true  history. 

The  disastrous  Keapuka  floods  of  the  late 
1960s  led  to  the  request  to  the  Army  Corps 
of  Engineers  for  help  in  flood  control.  When 
the  cost  benefit  analysis  of  spending  so 
much  Federal  money  for  a  flood  control 
dam  was  made,  it  was  determined  that  the 
cost  benefit  was  not  enough  for  Congress  to 
appropriate  so  much  money.  However,  it 
was  then  part  of  the  Federal  policy  that  the 
Federal  government  would  provide  money 
for  recreational  amenities  surrounding  flood 
control  dams  if  the  local  community  wanted 
recreation.  The  Parks  Department  then 
joined  with  the  Department  of  PubUc 
Works   and   requested   that   the   hundred 


acres  surrounding  the  thirty-acre  lake  be 
used  for  recreation  in  times  when  it  was  not 
inundated  by  severe  floods.  The  Federal 
government  agreed  to  add  an  even  larger 
amount  of  park  space  to  the  flood  control 
area.  However,  because  H-3  was  already 
planned  in  the  vicinity,  the  boundaries  of 
the  park  were  limited  to  the  alignment  of 
H-3.  When  this  new  park  amenity  was 
added,  the  cost  benefit  ratio  for  the  flood 
and  recreation  was  satisfactory  to  the  Fed- 
eral government  and  the  Keapuka  flood 
control  project  was  allowed  to  go  forward.  It 
can  be  argued  that  if  the  H-3  alignment 
hadn't  already  been  in  place,  the  park 
might  have  been  extended  even  farther. 

Thus,  it  is  fair  to  say  that  the  Keapuka 
flood  control  project  couldn't  have  been 
funded  by  the  Federal  government  without 
the  suppwrting  amenity  of  this  beautiful, 
peaceful  park  area.  It  is  not  fair  to  say  that 
Ho'omaluhia  Park  would  not  be  in  place  if 
H-3  hadn't  been  planned. 
Sincerely, 

Marilyn  Bornhorst, 

Councilmember. 

Department  of 
Transportation  Services. 
City  and  County  of  Honolulu, 
Honolulu,  HI,  September  5,  1986. 
Hon.  Robert  T.  Stafford, 
Chairman,  Committee  on  Environment  and 
Public  Works,  U.S.  Senate,  Washington, 
DC. 
Dear  Senator  Stafford:  The  House  Sur- 
face Transportation  Act  H.R.  3129  includes 
a  waiver  of  Section  4(f)  for  Hawaii's  H-3. 
The  proponents  of  H-3   argued   that  the 
Ninth  Circuit  Court  exceeded  its  authority 
when  it  rendered  its  opinion  that  H-3  had  a 
■'constructive  taking"  of  Ho'omaluhia  Park. 
The  special  waiver  is  suppose  to  rectify  that 
action. 

However,  an  analysis  of  the  Corps  of  Engi- 
neers' decision  for  expanding  the  park  clear- 
ly indicates  that  a  "buffer  zone"  was  not  au- 
thorized and  does  not  exist.  Therefore,  H-3 
does  impact  on  the  usable  portion  of  the 
park  and  in  fact  passes  very  close  to  a 
number  of  park  facilities.  Consequently,  a 
waiver  of  Section  4(f)  would  be  inappropri- 
ate. Furthermore,  H-3  serves  a  district  with 
only  15%  of  our  population. 

1  would  appreciate  your  taking  a  moment 
to  review  the  enclosed  material  for  your 
own  satisfaction. 
Sincerely, 

John  E.  Hirten. 

Enclosure 

There  Is  No  Buffer  Zone'! 

Testimony  and  public  statements  by  our 
U.S.  Senators  and  Representatives,  the  Gov- 
ernor as  recently  as  August  2,  1986,  State 
Senator  Mary  George,  the  Honolulu  Star- 
Bulletin  and  others  still  adhere  to  the  erro- 
neous idea  that  there  is  a  'buffer  zone'  be- 
tween Ho'omaluhia  and  the  H-3.  The  at- 
tached series  of  U.S.  Army  Corps  of  Engi- 
neers memos  in  the  year  1973  should  serve 
to  indicate  how  this  misunderstanding  arose 
and  help  to  set  the  record  straight. 

Page  A-2  and  A-3:  Memo  (18  July  1973) 
Pacific  Ocean  Division,  COE  (Chief  of  Engi- 
neers), to  COE,  Washington  stating  that 
land  area  for  the  project  as  of  1/73  was  115 
acres  and  requesting  additional  115  acres. 
Item  5,  page  A-3,  indicates  City  ("local 
sponsoring  agency")  wanted  to  acquire  addi- 
tional land  "as  a  buffer  or  for  future  needs." 
Item  6.  page  A-3.  however,  indicates  addi- 
tional acreage  is  needed  for  recreational  de- 
velopments and  to  avoid  excessive  damage 


to  the  land  from  Intensive  recreational 
usage.  Item  7  also  mentions  avoidance  of  ur- 
banization between  H-3  and  Park  bound- 

Page  A-4:  Memo  (20  Augxist  1973)  COE, 
Washington  to  Pacific  Ocean  Division,  COE. 
Item  1:  Acquisition  of  additional  acreage  is 
not  justified.  Item  2:  Acquisition  of  land  for 
buffer  purposes  not  authorized. 

Page  A-5.  A-6  and  A-7:  Memo  (18  Decem- 
ber 1973)  Pacific  Ocean  Division,  COE,  to 
COE,  Washington,  Item  la:  Further  indica- 
tion that  additional  acreage  is  needed  for 
recreation  purposes  and  prevention  of  ad- 
verse land  impacts.  Item  lb:  Mention  of  ar- 
chaeological investigation  of  pre-contact  ter- 
race complex  'along  Phase  I  boundary" 
(?Luluku?)  and  sponsor's  (City's)  desire  to 
include  site  as  part  of  recreation  program. 
Item  Ic:  Establishing  equestrian  facilities 
and  trails  not  previously  Included  in  an  area 
minimizing  incompatible  use  conflicts.  Item 
Id:  Administration  and  nursery  area  needed 
and  requires  additional  acreage.  Item  le: 
Movement  of  road  alignment  requires  addi- 
tional acreage.  Item  If:  Need  to  replace 
overlook  site  (taken  by  HECo  lines),  loss  of 
design  camping  ridges  to  flood  control  with 
need  to  acquire  additional  lands  to  compen- 
sate for  these  losses,  and  need  for  minimal 
vehicular  intrusion  influencing  shifting  of 
road  are  all  additional  reasons  for  acquisi- 
tion. 

Page  A-1:  Memo  (27  December  1973)  COE, 
Washington  to  Pacific  Ocean  Division,  COE. 
"Acquisition  of  230  acres  for  recreation  pur- 
poses under  PL  89-72  authority  at  the  Kan- 
eohe-Kailua  Area  project  is  approved. 

All  of  these  items  would  indicate  that  ac- 
quisition was  for  many  reasons  but  not  for  a 
buffer  area.  These  items  were  all  added  to 
the  project  with  the  further  inclusion  of  the 
water  tank  for  the  garden's  water  system  on 
the  overlook  site  (Item  If).  All  are  in  use  for 
recreation  now  with  some  abutting  the  H-3 
alignment. 

It  should  be  further  noted  that  these 
memos  transpired  in  1973.  Final  plans  in- 
cluded all  these  items  when  construction 
began  in  1975.  The  bulk  of  the  construction 
was  completed  in  1980  when  the  City  and 
County  began  planting  botanic  specimens 
and  conducting  environmental  and  ethnobo- 
tanic  program  per  contract  agreement  at 
Ho'omaluhia.  Ho'omaluhia  has  been  open  to 
the  public  since  March  1982.  The  collection 
Is  already  considered  to  have  potential  as  a 
world  class  tropical  rain  forest  tree  presen- 
tation with  nothing  comparable  in  America 
or  in  few  other  parts  of  the  world. 

The  much-touted  "buffer  zone"  existed 
formally  for  slightly  over  one  month, 
ending  August  20,  1973.  There  is  no  'buffer 
zone'! 

Department  of  the  Army, 

Corps  of  Engineers, 
Honolulu,  HI,  July  19,  1973. 
Subject:      Kaneohe-Kailua     Area,     Cahu. 
Hawaii— Proposed   Increase   In   Recrea- 
tion Land  Acquisition. 

1.  The  following  are  the  bases  for  estab- 
lishing cost  sharing  for  increased  acreage  of 
recreation  lands  in  connection  with  the  au- 
thorized dam  and  reservoir  project  for  flood 
control  and  allied  purposes,  Kaneohe- 
Kailua  Area,  Oahu.  Hawaii.  Please  furnish 
your  views  by  1  August  1973  so  that  the 
local  sponsoring  agency  may  be  informed 
accordingly. 

2.  Authorization  and  House  Document 
The  project  plate  1,  was  authorized  by  the 
Flood  Control  Act  of  1970.  Public  Law  91- 
611.  91st  Congress,  1st  Session,  approved  31 
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December  1970.  The  Chief  of  Engineers' 
report  dated  23  November  1970,  which  is 
published  as  House  Document  No.  92-141, 
92nd  Congress,  1st  Session,  recommends 
construction  of  a  dam  and  reservoir  on  Ka- 
mooalii  Stream  for  flood  control,  general 
recreation  and  fish  and  wildlife  enhance- 
ment, together  with  channel  improvements 
near  the  mouth  of  Kaneohe  Stream.  House 
Document  No.  92-141  will  be  referred  to  in 
this  letter  as  the  project  document. 

3.  Previously  Submitted  DM's.  DM's  sub- 
mitted are  as  follows: 

a.  Hydrology,  DM  No.  1,  submitted  Sep- 
tember 1972. 

b.  Phase  I,  Plan  Formulation,  DM  No.  2, 
submitted  January  1973. 

4.  Recreation  Lands  and  Costs.  The  fol- 
lowing table  provides  the  proposed  land 
acreage  and  its  cost  estimate  at  different 
stages  of  project  planning.  The  cost  of  these 
lands  would  be  shared  in  accordance  with 
the  provisions  of  the  Federal  Water  Project 
Recreation  Act  of  1965,  PL  89-72. 


Stage 

Date 

Cost 
estimate 

PnxKl  autlnnzatlon 
Ptase  1  tqjoft 
Pluse  II  report 

Dectnttf  1970 

75 
....       115 
230 

{205.000 

Janoa<y  1973...    

Jaiuaiy  1974..... 

315.000 
750.000 

Subject:  Kaneohe-Kailua  Area,  Oahu, 
Hawaii— Proposed  Increase  in  Recrea- 
tion Land  Acquisition,  July  18.  1986. 

5.  Basis  for  Land  Requirement  as  De- 
scribed in  the  Project  Document  The  steep- 
ly rising  valley  walls  limit  recreation  devel- 
opment to  about  75  acres  (plate  2)  on  the 
southern  reservoir  rim.  The  remaining  land 
between  the  recreation  area  boundaries  and 
the  proposed  H-3  highway  has  limited  de- 
velopment potential  and  its  acquisition  by 
the  local  sponsoring  agency  as  a  buffer  zone 
or  for  future  needs  would  be  desirable. 

6.  Basis  for  Land  Reguirement  as  De- 
scribed in  Phase  I  Report  Recent  on-site 
studies  and  recreation  analysis  indicated 
that  an  increase  in  acreage  to  115  acres 
would  be  needed  to  maintain  a  high  quality 
recreational  development.  The  recreation 
plan  presented  in  the  project  document  was 
based  on  a  high  density  type  of  develop- 
ment. In  view  of  the  expected  high  level  of 
use,  the  potential  for  deterioration  of  the 
recreation  resource  would  be  great  under 
this  type  of  development.  The  present  plan 
was  therefore  developed  following  reantdy- 
sis  of  the  recreational  requirements  and 
needs  based  on  lower  densities.  This  result- 
ed in  the  requirement  for  additional  acre- 
age. Furthermore,  the  City  and  County  of 
Honolulu  has  indicated  a  strong  willingness 
to  obtain  the  additional  area  between  the 
proposed  H-3  highway  and  the  flood  control 
reservoir  project  boundaries.  This  would  in- 
crease the  overall  open  space  and  enhance 
"natural  state"  qualities. 

7.  Recent  Development  Based  on  the  de- 
sirability of  acquiring  all  lands  between  the 
proposed  flood  control  reservoir  and  the 
highway  projects,  the  local  sponsoring 
agency  has  initiated  mapping  and  appraisal 
work  to  determine  a  firm  cost  for  the 
project  lands.  Although  the  recreation  pos- 
sibUities  are  limited,  urbanization  between 
the  two  proposed  projects  would  be  totally 
prevented,  thereby  maintaining  the  natural 
and  open  space  environment. 

8.  Overall  Perspective.  In  addition,  acquisi- 
tion of  the  additional  lands  would  serve  at 
least  two  other  important  purposes:  It 
would  provide  space  flexibility  in  relocating 
the  existing  powerlines  and  structures  tra- 


versing much  of  the  proposed  recreation 
sites,  and  it  would  provide  lands  on  site  for 
banana  cultivation  in  exchange  for  about  30 
acres  of  banana  areas  which  will  be  elimi- 
nated because  of  the  recreation  develop- 
ment. If  the  additional  lands  are  not  ac- 
quired, severance  damages  to  the  banana 
growers  may  be  higher  than  estimated  earli- 
er. 

9.  Conclusioiu  In  view  of  the  foregoing,  all 
lands  extending  to  the  proposed  H-3  high- 
way should  be  acquired  for  the  reservoir 
project,  and  the  additional  cost  of  acquisi- 
tion wiU  be  shared  in  accordance  with  PL 
89-72. 

Leonard  Edelstein, 
Colonel  Corps  of  Engineers, 

Acting  Division  Engineer. 

Subject:  Kaneohe-Kailua  Area.  Oahu, 
Hawaii— Proposed  Increase  in  Recrea- 
tion Land  Acquisition 

DA:  Office  of  the  Chief  of  Engineers,  Wash- 
ington, DC.  20314  August  20.  1973. 

To:  Division  Engineer,  Pacific  Ocean. 

1.  Acquisition  of  the  additional  acreage  as 
described  in  the  basic  letter  is  not  consid- 
ered appropriate  under  PL  89-72  authority 
in  view  of  its  stated  limited  recreational  use 
which  indicates  questionable  economic  justi- 
fication for  development  of  even  minimal 
recreational  facilities.  It  is  also  noted  that 
the  City  and  County  of  Honolulu  are  active- 
ly considering  the  purchase  of  these  lands 
for  the  purpose  of  preserving  and  enhancing 
the  "natural  state"  qualities  of  the  area.  If 
local  interests  intend  to  pursue  this  matter 
based  upon  their  own  justification  criteria. 
Corps  activities  should  be  fully  coordinated 
with  them. 

2.  There  is  no  general  or  specific  authority 
which  provides  for  the  acquisition  of  lands 
for  buffer  zones  or  environmental  protec- 
tion and/or  enhancement.  Land  is  acquired 
only  for  authorized  project  purposes. 

Norman  E.  Jansen, 
Chief,  Planning  Division 
(For  the  Chief  of  Engineers). 

Subject:      Kaneohe-Kailua     Area,     Oahu, 
Hawaii— Proposed   Increase   in   Recrea- 
tion Land  Acquisition. 
DA:  Pacific  Ocean  Division,  Corps  of  Engi- 
neers,   Building    96,    Fort    Armstrong, 
Honolulu,  HI  96813,  December  18,  1973. 
To:    HQDA    (DAEN-CWP-W)    Washington, 
DC  20314. 
1.  Further  information  is  provided  to  clar- 
ify the  need  for  additional  recreation  lands 
and  to  request  reconsideration  of  recom- 
mended   acquisition    of    these    lands.    Al- 
though the  basic  letter  mentioned  "buffer 
zone"  value  of  the  additional  lands,  those 
additional  lands  are  considered  necessary  as 
an  integral  part  of  the  authorized  recrea- 
tion development.  Factors  arising  after  sub- 
mittal of  the  basic  letter  require  the  taking 
of  additions^  lands  for  project  recreation 
purposes.   These   factors,   described  below, 
are  the  result  of  the  use  and  design  load 
evaluations,     archaeological    and    wildlife 
study  recommendations,  coordination  with 
the  City  and  County  of  Honolulu,  public 
participation  activities,  and  acquisition  of 
two  remnant  parcels. 

a.  As  indicated  in  comment  4e  of  DAEN- 
CWP-W  1st  Ind.,  subject,  "Kaneohe-Kailua 
Area,  Oahu,  Hawaii— General  Design  Memo- 
randum No.  2,  Phase  I,  Plan  Formulation 
for  Flood  Control  and  Allied  Purposes," 
dated  May  4,  1973,  the  average  annual  visi- 
tation was  used  to  compute  recreation  loads 
and  land  requirements.  Reevaluation  of  fa- 
cility and  land  requirements  based  upon  ini- 


tial and  ultimate  visitation  as  required  by 
this  indorsement  revealed  that  lands  were 
Insufficient  for  meeting  ultimate  visitation 
requirements.  A  comparison  of  the  acreage 
required  under  ultimate  development  based 
upon  earlier  Phase  I  and  current  Phase  II 
calculations  is  shown  as  follows: 

RECREATION  LANDS  REQUIRED 


Activity 


Pliase  I 

(averait 

annual 

vBitatm) 


Ptiasell 
(uRmate 
vsitatlai) 


Picnidung 

Family  campin|_. 
Group  campmg ... 


Misctllaneoiis . 


45 
30 
31 
10 


96 

» 


Total  acres 


115 


207 


Without  additional  lands,  densities  under 
ultimate  visitation  requirements  would 
exceed  Phase  I  densities  by  120  percent  in 
the  picnic  area  and  50  percent  in  the  camp- 
ing areas.  Due  to  high  rainfall  (65  to  75 
inches  per  year)  and  soil  and  vegetative  con- 
ditions, ultimate  visitation  densities  without 
additonal  lands  would  quickly  result  in  dete- 
rioration of  lands.  Coordination  with  the 
public  and  City  and  County  of  Honolulu 
personnel  has  indicated  such  densities 
would  not  be  acceptable.  The  accommoda- 
tion of  recreation  use  and  claiming  of 
project  benefits  required  moving  the  road 
alignment  southwest  to  provide  further 
acreage  for  day  use  parking  and  for  family 
camping  areas.  This  also  required  the  taking 
of  the  large  ridge  at  the  eastern  end  of  the 
site  for  group  camping.  With  these  addition- 
al acres  public  use  would  not  have  an  ad- 
verse impact  on  the  site. 

b.  Further  archaeological  investigation  by 
the  Bishop  Museum  (under  the  auspices  of 
the  National  Park  Service)  revealed  a  signif- 
icant pre-contact  age  agricultural  terrace 
complex  located  along  the  Phase  I  project 
boundary.  In  view  of  these  entities'  recom- 
mendations that  this  site  be  preserved  and 
restored,  and  the  project  sponsor's  desire  to 
include  it  as  a  part  of  the  recreation  pro- 
gram, it  is  considered  appropriate  that  this 
site  be  acquired. 

c.  Coordination  activities  during  the  prep- 
aration of  the  master  plan  revealed  public 
interest  in  establishing  equestrian  facilities 
and  trails.  Facilities  and  trails  could  be  pro- 
vided at  the  upward,  peripheral  areas  of  the 
site,  minimizing  incompatible  use  conflicts. 

d.  To  provide  better  maintenance,  oper- 
ational control,  and  service  to  the  park,  an 
administration  center  is  considered  essen- 
tial. The  administration  center  will  also 
serve  as  the  center  for  an  extensive  inter- 
pretive program  which  the  site  affords.  Ad- 
ditional lands  are  necessary  for  this  pur- 
pose. An  administration  area  was  not  includ- 
ed in  the  Phase  I  GDM. 

e.  New  topographic  surveys  and  more  in- 
tensive field  reconnaissance  during  master 
plan  preparation  has  revealed  the  necessity 
to  shift  the  road  at  several  locations  to 
reduce  major  cuts  and  fUls  and  adverse  im- 
pacts on  environmental  features.  Such  find- 
ings were  not  evident  during  Phase  I  investi- 
gations due  to  the  very  rugged  topography 
and  dense  vegetation  in  certain  areas  of  the 
site. 

f .  Several  other  factors  also  influenced  the 
need  for  additional  lands.  Construction  of  a 
powerline  by  Hawaiian  Electric  Company 
following  submittal  of  the  Phase  I  GDM  has 
resulted  in  destruction  of  the  ridge  proposed 
as  a  secondary  overlook.  A  new  location  for 


25586 


CONGRESSIONAL  RECORD— SENATE 


September  23,  1986 


the  overlook,  at  the  highest  elevation  in  the 
area  affords  spectacular  views  throughout 
the  site.  This  luioll  is  situated  just  outside 
previously  approved  project  boundaries. 
Recent  studies  proved  some  of  the  material 
within  the  permanent  pool  to  be  unsuitable 
for  borrow  for  construction  of  the  dam,  ne- 
cessitating the  use  of  the  ends  of  camping 
ridges  for  borrow.  Use  of  these  areas  and 
the  associated  cuts  and  loss  of  vegetation  re- 
duced the  amount  of  lands  suitable  for 
camping  sites  and  will  require  additional 
lands  to  compensate  for  these  losses.  The 
desires  of  the  public  and  the  City  and 
County  of  Honolulu  to  have  minimal  vehic- 
ular intriision  in  active  use  areas  also  influ- 
ence shifting  of  road  alignments. 

2.  As  shown  in  subparagraph  a.  above,  the 
required  Phase  II  recreational  development 
pUin  calls  for  approximately  207  acres, 
which  is  an  increase  of  92  acres  over  Phase  I 
requirements.  In  light  of  the  proposed  H-3 
Freeway  construction,  land  acquisition  re- 
quirements for  the  park  development  would 
result  in  two  remnant  parcels  totaling  23 
acres.  In  accordance  with  uniform  real  prop- 
erty acquisition  policy  (ER  405-1-663,  30 
Jan.  73.  it  is  reconunended  that  these  par- 
cels also  be  acquired.  These  remnants  are 
shown  on  enclosure  2. 

3.  The  taking  of  additional  lands  is  consid- 
ered by  the  City  and  County  of  Honolulu 
and  this  office  as  necessary  to  accommodate 
recreation  development  and  minimize  ad- 
verse project  impacts.  Based  upon  the  fac- 
tors discussed  above,  acquisition  of  230  acres 
for  recreation  purposes  is  recommended. 
Subject  to  approval  of  this  recommenda- 
tion, the  detailed  justifications  will  be  pre- 
sented in  the  Phase  II  GDM. 

4.  Early  concurrence  in  this  course  of 
action  is  requested. 

Leonard  Eoelstein. 

Colonel,  Corps  of  Engineers 

<Por  the  Division  Engineer). 

SUBJECT:  Kaneohe-Kailua  Area.  Oahu, 
Hawaii— Proposed  Increase  in  Recrea- 
tion Land  Acquisition. 

DA,  Office  of  the  Chief  of  Engineers,  Wash- 
ington, DC.  20314,  December  27.  1978. 

To:  Division  Engineer.  Pacific  Ocean. 
Acquisition   of   230   acres   for   recreation 

purposes  under  PL  89-72  authority  at  the 

Kaneohe-Kailua  Area  project  is  approved. 

Chief,  Planning  Division 
(For  the  Chief  of  Engineers). 

Mr.  STAFFORD.  Councilmember 
Bomhorst  contends  that  "It  is  not  fair 
to  say  that  Ho'omaluhia  Park  would 
not  be  in  place  if  H-3  hadn't  been 
planned."  Mr.  Hirten  states  that,  "an 
analysis  of  the  Corps  of  Engineers'  de- 
cision for  expanding  the  park  clearly 
indicates  that  a  'buffer  zone'  was  not 
authorized  and  does  not  exist." 

D  2240 

There  has  been  disagreement  on  the 
cost-benefit  ratio  of  H-3.  In  an  earlier 
review  of  proposed  H-3  alignments, 
the  Department  of  Transportation  es- 
timated low  benefit-cost  ratios.  Re- 
cently. Hawaii  State  Senator  Mary 
George  requested  Parsons.  Brincker- 
hoff.  Quade  and  Douglas,  the  engi- 
neering consultants  to  the  State  De- 
partment of  Transportation  for  H-3. 
to  do  a  cost-benefit  ratio  estimate. 


I  ask  that  a  letter  to  Senator  Mary 
George  from  Honolulu  Mayor  FYank 
Fasi  raising  questions  about  and  dis- 
cussing this  analysis  be  printed  in  the 
Record. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Office  of  the  Mayor. 
CiTV  AND  County  of  Honoluld, 

Honolulu,  HI;  July  16,  1986. 
Hon.  Mary  George, 

Senate,     Thirteenth    Legislature,    State    of 
Hawaii,  State  Capitol  Honolulu,  HI. 

Dear  Mary:  I  was  surprised  to  learn  of  a 
so-called  revised  "benefit/cost  analysis" 
which  you  requested  from  Parsons,  Brinck- 
erhoff,  Quade  and  Douglas  (PBQD)  for 
your  justification  of  H-3.  I  understand 
PBQD  is  the  engineering  consultant  to  the 
State  Department  of  Transportation  for  H- 
3  and  has  been  for  about  10  years. 

I  asked  my  Chief  Planning  Officer  and  my 
Director  of  Transportation  Services  to 
review  this  special  study.  They  informed  me 
that  a  report  does  not  exist  and  there  is  no 
explanation  of  the  method  used  to  arrive  at 
its  conclusion.  Nevertheless,  they  analyzed 
what  information  was  available  and  con- 
cluded there  are  a  number  of  very  glaring 
mistakes. 

1.  The  consultants  did  not  consider  a  ben- 
efit/cost comparison  with  any  other  alter- 
natives, as  did  the  first  Federal  Highway 
Administration  study,  which  compared  11 
alternatives  to  H-3.  In  that  report,  other  al- 
ternatives fared  better  than  H-3. 

2.  The  study  did  not  presume  any  im- 
provements to  Pali  and  Likelike  Highways, 
thereby  presenting  the  worst  case  as  the 
baseline. 

3.  The  study  apparently  assumed  a  delay 
factor  of  three  or  more  hours  on  Pali  and 
Likelike  Highways  in  order  to  arrive  at  the 
cost  savings  attributed  to  delay  time. 

4.  The  study  only  calculated  cost  savings 
to  those  riders  caught  in  the  peak  hour  traf- 
fic on  Pali  and  Likelike  Highways.  In  fact, 
with  the  exception  of  peak  hour  periods, 
both  highways  are  virtually  free  of  any  con- 
gestion and  almost  underused  during  most 
of  the  day. 

5.  The  study  and  your  news  release  im- 
plied that  these  were  dollar  benefits  to  the 
State,  when  in  fact  they  are  benefits  only  to 
the  Individual  riders  and,  in  this  case,  only 
to  the  projected  31,000  vehicle  trips  per  day 
projected  for  H-3  in  the  Year  2000. 

Therefore,  the  referred  to  benefit  of  H-3 
is  virtually  meaningless  when  applied  to  the 
total  cost  of  H-3  versus  the  total  benefits  of 
all  windward  travelers,  and  even  more  de- 
ceiving when  related  to  islandwide  transpor- 
tation needs. 

Clearly,  the  study  and  your  news  release 
did  nothing  to  clarify  information  about  H- 
3— on  the  contrary,  it  added  to  the  confu- 
sion of  the  average  person  by  implying  that 
this  project  had  benefits  to  the  community, 
when  in  fact  the  benefits  refer  only  to  a 
very  limited  number  of  travelers,  namely, 
those  who  may  use  H-3. 

Because  this  is  such  an  important  matter, 

I  am  tailing  the  liberty  of  sending  copies  of 

this  letter  to  the  news  media  so  they  may 

better  inform  the  community  on  this  issue. 

Sincerely, 

Frank  F.  Fasi. 

Mr.  STAFFORD.  The  Mayor  takes 
issue  with  the  new  cost-benefit  ratio 
analysis  and  concludes: 


Therefore,  the  referred  to  benefit  of  H-3 
is  virtually  meaningless  when  applied  to  the 
total  cost  of  H-3  versus  the  total  benefits  of 
all  windward  travelers,  and  even  more  de- 
ceiving when  related  to  islandwide  transpor- 
tation needs. 

Finally,  there  have  been  other  re- 
quests for  exemptions  from  4(f)  for 
highway  projects  but  they  have  not 
been  granted.  Through  Republican 
and  Democratic  administrations  and 
Congresses  4(f)  has  been  preserved  as 
one  of  this  coimtry's  most  important 
environmental  laws  which  I  believe 
has  done  more  than  any  other  envi- 
ronmental law  to  guarantee  that  envi- 
ronmentally and  fiscally  responsible 
highways  are  built,  as  they  have  been 
built.  I  might  add.  4(f)  does  not  apply 
to  construction  of  dams  nor  of  rail- 
roads. 

Several  examples  have  been  given  of 
highway  projects  which  have  received 
4(f)-related  exemptions.  In  fact.  Con- 
gress passed  legislation  which  main- 
tained the  application  of  4(f).  In  the 
case  of  the  Three  Sisters  Bridge.  Con- 
gress passed  legislation  in  1968  requir- 
ing the  construction  of  this  bridge  in 
the  District  of  Columbia.  However,  the 
courts  found  that  section  4(f)  require- 
ments remained  applicable  to  the  con- 
struction of  the  bridge. 

In  1973  Congress  passed  legislation 
permitting  Texas  to  repay  Federal 
funds  expended  on  the  San  Antonio 
North  Expressway  and  end  the  project 
as  a  Federal  project  rather  than  pro- 
vide a  4(f)  exemption  for  a  project 
built  with  Federal  funds. 

In  1973  Congress  also  passed  legisla- 
tion requiring  a  portion  of  Interstate 
93  through  Franconia  Notch  as  a  two- 
lane  parkway  at  less  than  interstate 
geometric  and  construction  standards 
so  that  it  could  comply  with  4(f)  re- 
quirements. 

Mr.  President,  given  these  compel- 
ling reasons,  I  think  it  would  be  ex- 
tremely imwise  to  overturn  a  court  de- 
cision which  has  been  reviewed  all  the 
way  to  the  Supreme  Court.  Our 
system  of  Government's  success  de- 
pends on  the  respect  we  have  for  our 
judicial  process.  I  believe  the  case  has 
not  been  made  in  this  instance  to  war- 
rant jeopardizing  the  system. 

For  every  court  decision  rendered, 
there  is  someone  who  disagrees  with 
the  decision  for  what  they  believe  are 
legitimate  and  meritorious  reasons.  If 
every  such  appeal  were  granted,  there 
would  be  chaos.  We  have  asked  all 
other  highway  projects  built  with  Fed- 
eral funds  to  abide  by  those  decisions, 
including  most  recently  Westway.  Now 
I  believe  we  must  ask  H-3  to  live 
within  those  same  guidelines. 

Therefore,  with  regret,  I  urge  my 
colleagues  to  vote  against  an  exemp- 
tion from  4(f)  for  H-3. 


UMI 
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Exhibit  1 
DEPARTMEirr  OP  Parks  amd  Recreation. 

Honolulu,  HI,  July  18,  1986. 
Hon.  Robert  T.  Stafford, 
Chairman,  Committee  on  Environment  and 
Public  Works,  Washington,  DC. 

Dear  Senator  Stafford:  I  have  been 
asked  to  comment  on  and  give  you  some 
backgroimd  and  facts  about  our  Ho'omalu- 
hia  Park  which  would  be  impacted  if  H-3 
were  built. 

Several  years  ago.  the  Department  of 
Parks  and  Recreation  had  a  rare  opportuni- 
ty to  develop  a  truly  unique  park  at  50%  of 
its  development  cost,  to  be  added  to  our  in- 
ventory of  beach  and  neighborhood  parks. 
Until  that  time,  our  park  system  was  ocean 
and  urban  oriented.  The  availability  of 
Ho'omaluhia  afforded  the  City  and  County 
the  ability  to  create  a  sizable  mountain  park 
far  removed  from  the  influences  of  an 
urban  environment.  At  that  time,  the  U.S. 
Army  Corps  of  Engineers  was  studying  the 
feasibility  of  a  flood  control  project  where 
two  damaging  floods  had  recently  occurred. 
In  order  to  improve  the  cost  benefit  ratio  of 
that  project,  a  dual  purpose  approach  to  in- 
clude recreational  uses  was  proposed. 

A  field  inspection  of  this  unspoiled  land- 
scape at  the  base  of  the  verdant  Koolau 
mountains  inspired  our  park  planners  to  en- 
dorse the  project  and  enthusiastically 
design  a  natural  mountain  park  for  camp- 
ing, hiking,  biking,  and  nature  study.  The 
natural  plateaus  on  top  of  the  ridges  leading 
to  the  mountain  that  overlooked  the  lake 
created  by  the  earthem  dam  were  designat- 
ed as  overnight  camping  and  cooking  sites. 
In  addition  to  comfort  stations  throughout 
the  400-acre  park,  a  cluster  of  buildings  at 
the  park  entrance  on  the  lake  side  of  the 
dam  was  to  provide  Administration  offices,  a 
lecture-meeting  hall  for  nature  study 
groups,  and,  for  day  and  evening  conmiunity 
use,  and  a  nursery  and  maintenance  facility. 
Our  long  range  plan  is  to  plant  trees  and 
shrubs  native  to  different  countries  with 
similar  climatic  and  environmental  condi- 
tions in  separate  areas  in  order  to  create  an 
ethnobotanical  effect.  We  even  included  a 
small  corral  and  riding  trails  that  would 
eventually  connect  to  a  system  of  horseback 
riding  trails  on  the  Windward  side.  F^hing 
derbies  for  children  are  also  planned  in  the 
future. 

Public  use  and  enjoyment  of  the  park  has 
been  overwhelming.  Although  isolated  in  its 
mountain  character,  Ho'omaluhia  is  a  10- 
minute  drive  from  Kailua  and  Kaneohe  and 
a  20  minute  drive  from  Honolulu.  Class- 
rooms of  children  visit  the  park  to  spend 
the  day  with  our  interpret.ivp  guides. 

It  would  be  devastating  to  the  park's  envi- 
ronment if  the  urban  noise  of  motorcycles, 
cars,  trucks,  buses,  and  occasional  emergen- 
cy vehicles  were  to  intrude  on  the  park  and 
replace  the  sound  of  birds  in  the  mornings 
and  the  croaking  of  frogs  in  the  evenings 
and  if  the  smell  of  exhaust  fumes  were  to 
replace  the  sweet  fragrance  of  ginger  as  a 
result  of  H-3  being  constructed  abutting  the 
park's  mountain  boundary.  The  calm,  undis- 
turbed character  of  the  area  led  us  to  name 
the  park  Ho'omaluhia,  which,  in  Hawaiian, 
means  "to  make  a  place  of  peace  and  tran- 
quility." We  strongly  oppose  any  waiver  of 
Section  4(b)  which  to  date  has  protected  us 
from  the  urban  onslaught  of  the  freeway. 
Sincerely, 

Tom  Nekota, 

Director. 


East  Oahi;  County  Farm  Bureau, 

Kaneohe,  HI,  September  4,  1986. 
Hon.  Robert  T.  Stafford. 
U.S.  SenaU, 
Washington,  DC. 

Dear  Senator  Stafford:  The  East  Oahu 
County  Farm  Bureau  is  on  record  with  the 
House  and  would  like  to  take  this  opportu- 
nity to  inform  members  of  the  Senate  that 
we  oppose  the  exempting  of  the  H-3  free- 
way from  federal  law.  We  are  opposed  to 
the  precedent  which  such  an  exemption 
would  set. 

We  strongly  urge  you  to  vote  against  any 
amendment  that  would  exempt  H-3  from 
environmental  laws. 
Sincerely, 

Grant  Hamachi, 

President 

Society  for  Hawaiian  Archaeology. 

Honolulu,  HI.  November  14,  1985. 
Hon.  Robert  T.  Stafford, 
Chairman,  Environment  and  Public  Works 
Committee,  Washirigton,  DC. 
Dear   Senator   Stafford:   Enclosed   is   a 
Resolution  which  was  recently  passed  by 
the  members  of  the  Society  for  Hawaiian 
Archaeology  at  its  October  General  Mem- 
bership meeting. 

We  sincerely  hope  that  you  will  act  favor- 
ably regarding  the  concerns  listed  in  the 
Resolution  and  we  anxiously  await  the  deci- 
sion of  your  committee. 
Your  truly, 

Joseph  Kennedy, 

President. 

Resolution 

Whereas,  The  Society  for  Hawaiian  Ar- 
chaeology is  the  organization  representing 
the  professional  archaeologists  in  the  State 
of  Hawaii,  and 

Whereas,  The  Society  takes  no  official  po- 
sition for  or  against  the  H-3  Freeway,  and 

Whereas.  The  Society  is  aware  that  Bill  S. 
1796  currently  before  the  United  States 
Congress  will  allow  construction  of  the  H-3 
Freeway  notwithstanding  any  provisions  of 
Federal  law.  and 

Whereas,  The  Society  is  aware  that  signif- 
icant archaeological  sites  which  are  poten- 
tially eligible  to  the  National  Historic  Places 
Register  are  located  within  the  proposed 
Highway  corridor  in  the  Luluku  area,  and 

Whereas,  the  archaeological  report  detail- 
ing the  signficance  of  these  sites  will  not  be 
given  the  consideration  for  preservation  or 
mitigation  which  they  deserve  and  could  be 
destroyed  without  further  discussion. 

Now,  therefore,  be  it  resolved  that  The 
Society  for  Hawaiian  Archaeology,  by  unan- 
imous vote  at  its  October  General  Member- 
ship Meeting,  is  opposed  to  Bill  S.  1796,  and 

Be  it  further  resolved  that  The  Society  re- 
quests that  a  copy  of  the  report  on  the  ar- 
chtteological  investigations  in  the  Luluku 
area  be  forwarded  to  them  by  the  Federal 
Highways  Administration  for  peer  review, 
and 

Be  it  further  resolved  that  copies  of  this 
Resolution  be  forwarded  to  Hawaii's  Con- 
gressional Delegation  and  to  the  relevant  of- 
ficials and  agencies  of  the  City  and  County 
of  Honolulu,  the  State  of  Hawaii,  the  Hon- 
orable George  R.  Ariyoshi,  Governor  of  the 
State  of  Hawaii,  the  Federal  Government 
and  other  private  Institutions. 
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Hawaii's  Thousand  Friends. 
Honolulu,  HI,  September  S,  1986. 


Hon.  Robert  T.  Stafford,  . 

U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Stafford:  We  continue  to 
urge  denial  of  any  exemption  from  Section 
4(f)  of  Federal  environmental  laws  for  the 
proposed  H-3  freeway  in  Hawaii.  As  a  citi- 
zen planning  organization,  we  protest  the 
sophistry  inherent  in  the  request  for  ex- 
emption and  in  its  presentation  to  Congress. 
There  is  a  great  irony  in  the  fact  that  Ha- 
waii's Congressional  delegation  could  be  the 
first  to  assist  in  establishing  such  an  omi- 
nous precedent,  since  our  Hawaii  environ- 
ment is  among  the  most  unique  fragile  in 
the  United  States  and,  indeed,  in  the  world. 
If  the  nation's  environmental  laws  are  to  be 
flouted  in  Hawaii,  no  treasured  resource  is 
safe  in  any  state. 

Intelligent  land  use  and  transportation 
planning  must  remain  flexible  in  the  face  of 
changing  needs  and  perceptions.  Long-range 
Honolulu  planning  is  quite  different  today 
from  that  of  two  decades  ago  when  this  un- 
fortunate project  became  cast  in  political 
concrete.  The  federal  monies  reserved  for 
H-3  are  desperately  needed  to  alleviate  in- 
tolerable traffic  conditions  along  our  Lee- 
ward O'ahu  corridors  which  have  been  ur- 
banized in  the  intervening  years,  rather 
than  the  Windward  areas  H-3  was  intended 
to  serve.  Now.  a  "secondary  urban  center"  is 
to  be  developed  beyond  Pearl  Harbor  on  the 
leeward  plain,  to  accommodate  another 
50,000  residents.  City  planners  and  many  re- 
sponsible organizations  are  in  agreement 
that  existing  and  future  transportation 
needs  will  be  better  served  by  upgrading  ex- 
isting trans-Koolau  highways  and  by  build- 
ing new  systems  to  accommodate  current 
planning  in  the  leeward  area. 

Muriel  B.  Seto. 
Executive  Director. 

The  Congress  of  the 

Hawaiian  People. 
Aiea.  HI.  July  4.  1986. 
Senator  Robert  T.  Stafford, 
Chairman.  Committee  on  Environment  and 
Public  Works  Hart/Senate  Office  Build- 
ing. Washington,  DC. 
Dear  Senator  Stafford:  The  Congress  of 
the  Hawaiian  People  opposes  the  proposed 
exemption  related  to  the  construction  of  H- 
3  in  Hawaii. 

Our  organization  supports  the  preserva- 
tion of  the  Luluku  Archaelogical  District  in 
Windward  Oahu.  The  entire  district  is  con- 
sidered part  of  our  Hawaiian  heritage  and 
therefore,  sacred  to  us.  We  firmly  believe 
that  no  portion  of  the  district  should  be 
used  for  highway  purposes. 

We  have,  over  the  years,  been  a  strong  ad- 
vocate in  actual  preservation  of  several  ar- 
chaelogical sites  including  Kaloko  Fish 
Pond  on  the  Big  Island  and  Kawainui 
Marsh  in  Kailua,  Oahu. 

Please  help  us  preserve  these  precious  re- 
minders of  our  past  so  our  children,  for  gen- 
erations to  come,  may  enjoy  these  treasures 
left  to  us  by  our  ancestors.  Mahalo  nui  loa. 
Aloha  Me  Kealoha  Pumehana, 

John  M.  Agard. 
State  President 


25588 


CONGRESSIONAL  RECORD— SENATE 


September  23,  1986 


Natttkal  Resoukces  Depensk  Council. 

New  York.  NY.  July  21.  1986. 
Hon.  Robert  T.  STArroRO. 
Senate  Hart  Office  Building, 
Washington.  DC. 

Dear  Senator  Stafford:  On  July  22  at  a 
mark-up  of  S.  2405.  the  1986  Highway  Bill, 
an  tunendment  will  be  offered  to  exempt 
IntersUte  H-3  in  Hawaii  from  Section  4(f) 
of  the  Transportation  Act.  NRDC  oppose 
this  exemption. 

The  4(f)  provision  has  been  a  mainstay  of 
the  national  program  for  effective  transpor- 
tation planning.  It  has,  over  the  years,  pre- 
vented unsound  development  from  Pranco- 
nia  Notch  to  the  Florida  Everglades.  This  is 
not  the  time  to  begin  exempting  individual 
programs  from  a  provision  of  law  that  has 
for  years  carefully  balanced  the  needs  of 
transportation  with  those  of  preservation  of 
critical  park  and  natural  resources. 

We  strongly  urge  you  to  oppose  this  end 
nm  around  a  critical  statutory   provision 
that  has  long  served  the  Nation  well. 
Very  truly  yours, 

Eric  A.  Goldstein. 

Senior  Attorney. 

Environmental  Policy  Institute, 

September  8,  1986. 
Re:  1986  Highway  Bill. 

Dear  Senator:  When  the  1986  Highway 
Bill  comes  to  the  Senate  floor,  you  will  have 
the  opportunity  to  vote  on  a  billion-dollar 
interstate  highway  in  Hawaii  (H-3)  whose 
sponsors  want  exempted  from  cultural  and 
environmental  protection  law. 

The  Environmental  Policy  Institute  urges 
you  to  vote  against  the  Inouye  amendment 
to  exempt  H-3  from  Federal  law.  H-3  is  as 
10-mile  interstate  which  would  have  major 
environmental  and  cultural  impacts.  These 
impacts  include: 

Destruction  of  aquifer  recharge  areas  in 
Halawa  Valley; 

Destruction  of  the  site  of  native  Hawaiian 
agricultural  terraces,  shrines,  and  burial 
grounds  in  the  archaeologically  significant 
Luluku  area: 

Noise,  sedimentation,  and  visual  impact  on 
a  300-acre  Wilderness  park; 

Bisection  of  an  important  greenbelt  and 
destruction  of  a  world-famous  scenic  view 
from  the  Pali  Lookout;  and 

Damage  to  worker  health  and  highway 
users  from  the  close  promixity  of  H-3  to  the 
Coast  Guard's  OMEGA  navigation  transmit- 
ter facility,  a  powerful  source  of  electromag- 
netic radiation  which  has  to  operate  24 
hours  a  day. 

H-3  is  an  environmental  and  fiscal  disas- 
ter which  in  no  way  addresses  current  trans- 
portation needs  of  Honolulu.  There  are 
many  attractive  "trade-in "  transportation 
projects  which  Hawaii  could  pursue. 

Congress  has  never  allowed  a  highway  to 
be  exempted  from  the  environmental  provi- 
sions of  transportation  law.  We  ask  that  you 
vote  against  special  exemptions  for  this 
Hawaii  interstate. 
Sincerely, 

Brent  Blackwelder, 

Vice  President 

American  Association  of 

University  Women, 
Honolulu,  HI,  July  17.  1986. 
Hon.  Robert  T.  Stafford, 
U.S.  Senate, 
Washington.  DC. 

Dear  Senator  Stafford:  AAUW  supports 
integrated  long  term  planning  for  Hawaii. 
Construction  of  the  H-3  is  strongly  opposed 
here  by  many  citizens,  neighborhod  boards 


and  public  interest  organizations  because  it 
harms  the  environment,  and  will  not  do 
what  it  was  originally  intended  to  do. 

Environmental  and  zoning  regiilations 
should  not  be  set  aside  lightly  whether  the 
project  is  seen  as  "good  or  bad".  This 
project  happens  to  be  harmful  it  will  de- 
stroy a  beautiful  valley;  put  huge  concrete 
constructions  high  in  the  valleys  vista  de- 
stroying its  beauty;  harm  indigenous  plant 
and  animal  life;  drill  into  the  dykes  which 
store  our  water  and  introduce  fumes  which 
will  harm  this  pristine  area. 

The  H-3  idea  is  outdated.  It  was  conceived 
twenty  years  ago  well  before  Hawaii  had 
formulated,  publicly  discussed  and  passed 
its  State  Development  Plans.  H-3  does  not  go 
to  the  areas  planned  for  development  and 
does  not  connect  in  a  meaningful  way  to 
any  areas  of  traffic  congestion  in  order  to 
relieve  serious  problems.  In  fact,  the  H-3 
goes  nowhere  except  to  private  interests  re- 
lating to  land  and  construction. 

The  petitions  which  were  forwarded  to 
Washington  do  not  come  from  an  informed 
islandwide  public  petition  drive  based  on  in- 
formation but  from  a  concentrated  area  of 
self  interest  who  do  not  realize  that  H-3 
funds  spent  where  they  are  truly  needed 
will  provide  an  equal  number  of  jobs  and 
will  stimulate  the  efficiency,  convenience 
and  true  welfare  of  motorists  in  this  car 
clogged  island  far  better  than  H-3  which 
does  not  connect  with  the  vital  transporta- 
tion corridors  that  citizens  use  every  day. 

Thank   you   for   your   attention   to   this 
matter.  Please  transfer  H-3  funds  to  needed 
highway  construction. 
Sincerely, 

Martha  W.  Black, 
Hawaii  State  Legislative  Chair,  Hawaii 
Pacific  Division  of  American  Associa- 
tion of  University  Womeru 

Hawaiian  Botanical  Society. 

Honolulu,  HI.  July  11,  1986. 
Representative  James  Howard. 
Chairman,  Committee  on  Public  Works  and 
Transjyortation,  Washington,  DC. 
Dear  Representative  Howard:  The  Ha- 
waiian Botanical  Society  is  an  organization 
interested   in   Hawaiian  botany.   Over  the 
years  we  have  been  particularly  concerned 
with  the  status  of  Hawaii's  native  ecosys- 
tems many  of  which  have  been  severely  im- 
pacted. We  have  also  understood  the  neces- 
sity for  careful  plaruiing  in  land  utilization 
and  have  appreciated  the  use  of  environ- 
mental impact  statements  as  a  vital  tool  in 
managing  this  scarce  resource. 

We  are  very  concerned  about  a  possible 
precedent  that  will  be  set  if  the  4(f)  provi- 
sion of  the  Federal  Transportation  Act  were 
set  aside  to  allow  the  construction  of  Inter- 
state H-3.  We  therefore  would  urge  you  to 
vote  against  H.R.  3129. 
Sincerely. 

R.S.N.  Yee. 
Vice  President 

Life  of  the  Land, 

July  11. 1986. 
Senator  Robert  Stafford, 
Chairman,  Committee  on  Environment  and 
Public  Works,  U.S.  Senate,  Washington, 
DC. 
Dear  Senator  Stafford:  I  am  writing  you 
on  behalf  of  our  500  members  in  the  state  of 
Hawaii. 

We  object  to  the  4(f)  provision  exemption 
proposed  for  the  H-3  Interstate  Highway. 
The  4(f)  exemption  would  set  a  bad  prece- 
dent, leaving  the  door  open  for  other  states 
to  ask  for  such  an  exemption  as  well.  Clear- 


ly, when  Congress  created  the  provision,  it 
was  meant  to  protect  park  and  historic 
lands,  not  to  be  exempted. 

Proposed  Interstate  Highway  H-3  would 
severely  impact  on  Ho'omaluhia  Park  and 
take  four  acres  from  another  park. 

There  also  is  a  major  historic  and  archae- 
ological site  in  the  path  of  the  proposed 
Interstate  highway.  Luluku  is  a  native  Ha- 
waiian agricultural  terrace  complex  with  ir- 
rigation systems,  shrines,  and  burial 
grounds  tentatively  dating  back  to  339.  The 
Keeper  of  the  National  Register  has  de- 
clared the  complex  eligible  for  listing  on  the 
National  Register  of  Historic  Places.  The 
complex  seems  to  be  the  oldest  known  Ha- 
waiian agricultural  system. 

The  4(f)  provision  would  protect  not  only 
the  parks  but  also  this  historic  complex. 
The  Hawaii  Department  of  Transportation 
plans  to  destroy  over  90%  of  the  complex 
and  surround  the  remainder  with  an  off 
ramp  loop  thereby  utterly  destroying  the  in- 
tegrity of  the  site.  The  Hawaii  DOT  only 
agreed  to  study  Luluku  after  community 
pressure  was  applied  and  then  the  Hawaii 
DOT  tried  to  suppress  the  resulting  study. 
Currently,  the  Bishop  Museum  is  studying 
Luluku  and  will  release  a  report  by  the  end 
of  the  year. 

Hawaii  and  specifically  the  island  of 
Oahu,  does  not  need  a  third  North-south 
corridor  cutting  through  the  Koolau  moun- 
tain range.  The  bulk  of  the  traffic  and  traf- 
fic congestion  occurs  in  an  east-west  direc- 
tion on  this  island.  As  federal  highway  fimd- 
ing  is  limited,  it  would  behoove  Congress  to 
maximize  the  most  efficient  use  of  those 
funds.  The  proposed  H-3  Highway  is  simply 
not  efficient  and  may  very  well  create  an 
even  greater  traffic  snarl. 

While  H-3  may  not  be  the  smartest  idea 
to  come  down  the  pike,  it  doesn't  make 
sense  to  compound  the  error  by  granting 
the  project  an  exemption  from  4(f)  and 
thereby  allowing  the  Hawaii  DOT  also  to 
destroy  parks  and  historic  sites. 

Thank  you  for  your  time  and  consider- 
ation. 

Sincerely, 

Anne  Storgis, 
Outreach  Director. 

National  Recreation  and 

Park  Association, 

July  21,  1986. 
Hon.  Robert  T.  Stafford, 
Chairman,  Environment  and  Public  Works 
Committee,  Washington,  DC. 

Dear  Senator  Stafford:  It  has  recently 
been  brought  to  the  attention  of  the  Na- 
tional Recreation  and  Park  Association 
(NRPA)  that  an  amendment  will  be  offered 
during  the  mark-up  of  S.  2405,  the  1986 
Highway  Bill. 

The  above  amendment,  to  which  NRPA 
stands  firmly  opposed,  would  seek  to 
exempt  section  H-3  of  Hawaii's  interstate 
highway  system  from  section  4(f)  law  under 
the  Department  of  Transportation  Act  (49 
U.S.C.  309). 

The  implementation  of  section  4(f)  law 
under  the  Department  of  Transportation 
Act  has  been  extremely  successful  in  the 
past.  In  fact,  in  a  January  7,  1986  Federal 
Register  notice,  the  Department  of  Trans- 
portation Federal  Highway  Administration 
stated,  "Over  the  last  decade,  this  legisla- 
tion [section  4(f)]  has  proven  to  be  very  effec- 
tive in  achieving  its  intended  purpose,"  (51 
FR  697)  (emphasis  added). 

Congress  ought  not  provide  the  tools  to 
chip  away  at  that  which  Congress  created. 
The  4(f)  statute  ought  not  be  diluted  by  au- 
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thorizlng  exemptions  from  its  mandates. 
Furthermore,  it  would  appear  that  this  is  a 
states  rights  issue.  Authorizing  an  exemp- 
tion to  the  4(f)  legislation  would  liliely  do 
no  less  than  set  a  particularly  bad  prece- 
dent, and  open  the  floodgates  to  further 
gnawing  away  for  the  sake  of  specialized 
st&L6  interests 

On  behalf  of  NRPA  and  its  50  sUte  affili- 
ates, we  thank  you  for  this  opportunity  to 
voice  our  opposition  to  the  proposed  "H-3 
exemption"  amendment  to  S.  2405. 

The  National  Recreation  and  Park  Asso- 
ciation is  a  private,  nonprofit,  memt>ership 
organization  comprised  of  nearly  10,000 
park  and  recreation  practitioners,  adminis- 
trators, academicians,  and  concerned  citi- 
zens nationwide. 

We  applaud  the  members  efforts  of  the 
Enviroimient  and  Public  Works  Committee 
in  acting  to  preserve,  protect,  and  use  wisely 
this  nation's  natural  resources  for  this  and 
future  generations. 

Respectfully  yours, 

Jeanne  C.  Klobnak, 
CoordinatOT,  NRPA  Americana 

Outdoors  Project 

Friends  or  the  Earth, 
Washington,  DC,  September  15,  1986. 
Subject:  S.  2405,  Which  Includes  Language 
to  Exempt  the  H-3  Freeway  From  Fed- 
eral Law. 
To  the  Members  of  the  U.S.  Senate: 

Gentlemen:  Our  organization  is  deeply 
concerned  about  proposed  legislation  now 
before  you  which  poses  a  serious  threat  to 
an  entire  body  of  environmental  law  en- 
acted over  the  past  twenty  years.  This 
threat  is  the  H-3  exemption"  amendment 
to  be  offered  to  S.  2405. 

The  proposed  exemption  for  Interstate  H- 
3  in  Hawaii  will  remove  a  major  wilderness 
park,  a  major  prehistoric  Hawaiian  archae- 
ological complex,  and  a  public  golf  course 
from  the  protection  of  Section  4(f)  of  Feder- 
al environmental  law. 

Passage  of  this  4(f)  exemption  would  set  a 
terrible  precedent,  opening  the  door  to  simi- 
lar requests  from  around  the  country  for 
environmentally  damaging  projects.  We 
have  all  witnessed  the  disastrous  effects  of 
past  actions  which  have  flouted  those  laws 
designed  to  protect  the  health  and  safety  of 
our  nation's  environment  and  our  conmiuni- 
ties. 

In  the  case  of  the  H-3  project,  this  high- 
way will  damage  or  destroy  irreplaceable 
flora,  fauna,  and  forest  areas  along  every 
foot  of  its  U-mile  route.  The  environmental 
issues  surrounding  H-3  are  almost  too  nu- 
merous to  mention.  The  four-f<x)t  stack  of 
Environmental  Impact  Statements  required 
for  this  project  clearly  identifies  the  serious 
environmental  consequences  for  two  major 
valleys  supporting  valuable  watersheds. 
These  areas  are  key  sources  of  drinlung 
water  supply  in  Honolulu— which  has  80% 
of  the  state's  entire  population. 

The  9th  Circuit  Court  of  Appeals  has 
ruled  that  the  highway  adversely  affects  a 
major  wilderness  park  alongside  its  route, 
and  that  the  State  of  Hawaii  does  indeed 
have  a  "prudent  and  feasible"  alternative  to 
this  project. 

Waiving  provisions  of  important  Federal 
law  to  allow  such  environmental  degrada- 
tion makes  no  sense  whatsoever,  especially 
when  leaders  of  Honolulu  County— in  which 
the  project  would  be  built— contend  that 
the  highway  will  not  solve  the  transporta- 
tion needs  of  that  island.  The  county  has 
submitted  a  list  of  numerous  other  traffic- 
related  construction  projects  that  are  sorely 


needed  to  ease  traffic  congestion  both  on 
the  corridor  (Windward  to  Leeward  Oahu) 
H-3  would  address,  as  well  as  throughout 
the  heavily-populated  urban  core  of  the 
island. 

Health  and  safety  concerns  have  also  been 
raised  by  the  routing  of  the  proposed  high- 
way through  the  near  field  of  the  Coast 
Guard's  OMEGA  navigation  station  anten- 
na, in  one  of  those  valleys  (Haiku).  It  is 
clear  that  there  are  many  unresolved  issues 
associated  with  this  "collection"— shock,  ra- 
diation, and  interference  with  electronic 
equipment  such  as  pacemakers;  many 
hidden  costs  and  potential  problems  remain. 

In  this,  the  20th  anniversary  of  the  enact- 
ment of  Section  4(f)  into  Federal  law,  we 
urge  your  Committee  to  hold  fast  to  the 
letter  and  spirit  of  the  law,  and  allow  no  ex- 
emption for  H-3.  Thank  you. 
Sincerely  yours, 

L.  Geoffrey  Webb, 
Acting  Executive  Director 


July  15. 1986. 
Senator  Robert  Stafford, 
Chair,  Environment  and  Public  Works  Com- 
mittee, U.S.  Senate,  Washington,  DC. 

Dear  Senator  Stafford:  This  letter  is 
written  to  express  our  wish  that  you  not 
allow  the  State  of  Hawai'i  any  exemptions 
to  the  laws  that  protect  our  environment. 

We  are  appalled  that  the  Senators  and 
Representatives  of  the  State  of  Hawai'i  to 
the  U.S.  Congress  are  so  blinded  by  political 
back-scratching  that  they  are  willing  to  sac- 
rifice our  environment  and  important  Ha- 
waiian cultural  sites  for  their  short-sighted 
selfish  purposes. 

This  monster,  highway  H-3,  if  built,  will 
destroy  at  least  a  dozen  acres  of  the  most 
important  wet-land  agricultural  terracing 
on  the  Island  of  O'ahu,  as  well  as  ruin  our 
most  beautiful  windward  O'ahu  mountain 
park,  Ho'omaluhia  Park. 

It  has  been  pointed  out  by  others  that  1. 
present  congestion  lasts  only  for  about  two 
hours  on  workday  mornings  and  afternoons; 
2.  congestion  builds  at  the  outflow  end  of 
the  present  highways;  3.  final  approval  of 
H-3  would  stimulate  increased  urban  devel- 
opment and  result  in  highway  use  build  up 
so  much  that  by  the  time  H-3  would  be  com- 
pleted in  10  years,  highway  use  would  only 
fall  back  to  present  levels;  and  4.  as  planned, 
H-3  would  deliver  thousands  of  cars  into 
one  of  the  most  congested  highways  on 
O'ahu.  which  would  result  in  greater  traffic 
problems  on  the  leeward  coast  of  O'ahu. 

The  City  administration  has  specific  plans 
for  solving  some  of  these  problems  and  the 
funds  should  be  redirected  to  it. 

Please  do  not  vote  to  allow  the  State  of 
Hawai'i  exemptions  from  our  environmental 
laws. 

Sincerely, 

Marion  Kelly, 
Anthropologist 

Clean  Water  Action, 

September  11,  1986. 
Re:  Proposed  Waiver  of  Section  4(f)  of  the 
Department  of  Transportation  Act  as 
Applied  to  Hawaiian  Highway  "H-3" 
Hon.  Robert  T.  Stafford, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Stafford:  It  Is  expected 
that  Senators  Inouye  and  Matsunaga  will 
offer  an  amendment  to  the  Surface  Trans- 
portation Bill.  S.B.  2405,  when  the  bill  is 
brought  to  the  floor.  The  amendment  will 
repeal  environmental  protections,  promote 


a  major  boondoggle,  and  require  Senators  to 
vote  for  or  against  "a  judicially  prohibited" 
highway  of  10.7  miles.  The  H-3  amendment 
will  exempt  the  Hawaiian  H-3  Highway 
from  Section  4(f)  of  the  Department  of 
Transportation  Act  of  1966. 

Exemption  of  H-3  from  Section  4(f)  would 
mean  circumvention  of  the  environmental 
protections  that  the  courts  have  consistent- 
ly upheld  in  the  twenty  years  since  Con- 
gress passed  the  4(f)  laws  in  1966.  Section 
4(f)  provides  for  the  preservation  of  "public 
park  and  recreation  lands,  wildlife  and  wa- 
terfowl refuges,  and  historic  sites,"  prohibit- 
ing highway  projects  unless  "there  is  no  fea- 
sible and  prudent  alternative." 

The  H-3  exemption  amendment  will  have 
a  court-stripping  impact,  overturning  a  1984 
permanent  injunction  against  H-3,  that 
upheld  Section  4(f),  and  found  there  was  "a 
prudent  alternative."  An  H-3  exemption 
from  Section  4(f)  would  set  a  dangerous 
precedent. 

The  H-3  is  a  boondoggle— 10.7  miles  at  a 
cost  of  close  to  one  billion  dollars.  H-3  will 
be  one  of  the  most  expensive  highway  seg- 
ments. The  H-3  project  was  first  planned 
over  twenty  years  ago,  assuming  population 
growth  patterns  that  have  not  developed  as 
envisioned  back  then.  Expenditure  of  H-3 
monies  will  mean  that  these  monies  will  not 
be  available  to  meet  contemporary  transpor- 
tation needs— that  would  remain  unmet  by 
the  H-3. 

Highway  users,  and  workers  involved  in 
the  construction  of  the  H-3,  will  be  exposed 
to  serious  health  and  safety  hazards  from 
the  low  frequency  electromagnetic  radiation 
emitted  by  the  OMEGA  station,  in  Haiku 
Valley.  The  OMEGA  station  is  the  U.S. 
Coast  Guard's  navigation  transmitter  facili- 
ty that  communicates  with  submarines 
around  the  world.  The  H-3  is  routed 
through  Haiku  Valley,  subjecting  all  who 
use  the  H-3  to  the  electromagnetic  radi- 
ation. Such  radiation  is  a  known,  long-term 
health  hazard  that  is  potentially  carcino- 
genic. There  is  evidence  that  the  OMEGA 
station's  signals  will  interfere  with  such  sen- 
sitive devices  as  heart  pacemakers,  hearing 
aids,  electronic  circuitry  in  modem  automo- 
biles, and  detonation  devices  in  explosives. 

For  these  reasons.  Clean  Water  Action 
urges  you  to  vote  against  the  exemption,  if 
offered.  Your  action  will  encourage  the 
State  of  Hawaii  to  "trade-in"  H-3,  for  other 
transportation  projects. 

And  Clean  Water  Action  appreciates  the 
leadership  you  have  brought  to  this  issue. 
Sincerely, 

David  R.  Zwick, 
Executive  Director. 

National  Wildlife  Federation, 
Washington,  DC,  September  9,  1986. 
Hon.  Robert  T.  Stafford, 
Washington,  DC. 

Dear  Senator  Stafford:  You  soon  will  be 
considering  S.  2405,  the  Highway  Bill.  The 
National  Wildlife  Federation  urges  you  to 
support  provisions  in  this  legislation  which 
are  designed  to  control  the  spreading  blight 
of  bUlboards  along  our  Federal  highways. 
We  also  urge  you  to  oppose  a  proposed 
amendment  to  exempt  the  H-3  Hawaiian 
interstate  highway  from  environmental  and 
natural  heritage  requirements  of  the  De- 
partment of  Transportation  Act. 

Specifically,  S.  2405  would:  a)  ban  all  new 
billboards  along  federal  Interstate  and  pri- 
mary highways,  b)  prohibit  the  removal  of 
trees  and  vegetation  on  the  public  right-of- 
way  done  only  to  make  a  sign  more  visible, 
c)  end  mandatory  payments  to  the  billboard 
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industry,  and  d)  restore  local  and  state  gov- 
ernments right  to  regulate  existing  bill- 
boards. 

A  Department  of  Transportation  study  in 
1984  showed  that  liberally-interpreted  bill- 
board regulations  have  enabled  more  signs 
than  ever  to  be  erected.  The  economic 
burden  of  the  required  cash  payments  to 
the  billboard  industry  caused  only  a  small 
number  of  billboards  to  be  removed.  In 
1983.  for  example.  13.522  signs  were  erected 
and  only  2,235  were  dismantled.  The  remov- 
al of  nonconforming  billboards  has  de- 
creased 78%  since  1979  because  of  enormous 
costs  to  the  Federal  government.  Under  the 
Cramm-Rudman-Hollings  budget  require- 
ments, even  less  Federal  money  will  be 
available. 

The  recently-adopted  House  version  of 
the  Highway  Bill  does  not  improve  the 
problem  of  billboard  blight.  We  urge  the 
Senate  to  follow  the  lead  of  the  Environ- 
ment and  Public  Works  Committee  by  sup- 
porting the  billboard  reform  provisions  of 
section  117  when  S.  2405  reaches  the  Senate 
floor.  Only  with  your  support  can  we  make 
progress  towards  more  scenic  and  safer 
highways. 

The  second  issue  of  concern  is  an  amend- 
ment to  be  offered  by  Senator  Inouye  to 
exempt  H-3,  a  planned  interstate  highway 
in  Hawaii,  from  the  4(f)  environmental  pro- 
tection provisions  of  the  Highway  Act.  A 
court  injunction  has  stalled  this  billion- 
dollar  highway  on  the  grounds  that  it  will 
impact  an  adjacent  wilderness  park.  Since 
the  Court  of  Appeals  decision,  important  ar- 
chaeological sites  also  have  been  discovered 
in  the  path  of  the  highway.  Never  before 
have  the  4(f)  statutes  been  overruled  in  the 
legislative  process.  Adopting  an  exemption 
for  H-3  would  establish  a  damaging  prece- 
dent whereby  Congress  would  be  asked  to 
set  aside  court  decisions  whenever  highway 
planners  are  asked  to  examine  prudent  and 
feasible  alternatives  to  destructive  highway 
projects. 

The  H-3  highway,  designed  in  the  1960's, 
does  not  meet  the  current  transportation 
needs  of  the  island  of  Oahu  or  the  city  of 
Honolulu.  The  Governor  of  Hawaii  has  the 
opportunity  to  transfer  the  alloted  funds  to 
finance  a  package  of  alternatives  which 
would  better  address  Honolulu's  traffic 
problems  and  protect  Hawaii's  environmen- 
tal and  cultural  heritage.  We  support  the  al- 
ternative use  of  these  funds. 

Please  support  the  Environment  Commit- 
tee's billboard  reforms  as  contained  in  S. 
2405  and  oppose  Senator  Inouye's  amend- 
ment to  exempt  H-3  from  environmental 
protection.  S.  2405  is  a  good  bill  which 
should  be  left  intact. 
Sincerely, 

Jay  D.  Hair. 

Sierra  Club,  Hawai'i  Chapter, 

Honolvlu,  HI,  July  31.  1986. 
Representative  Jakes  J.  Howard, 
Chairman,  Committee  on  Public  Works  and 
Transportation,   Raybum  House  Office 
Building,  Washington,  DC. 
Dear  Representative  Howard:  The  Sierra 
Club,  Hawai'i  Chapter,  is  disappointed  that 
an  exemption  for  the  proposed  H-3  Inter- 
state project  is  found  in  Title  I,  Section  134 
of  H.R.  3129.  the  House  Federal  Aid  High- 
way Act  of  1986. 

Titled  "Removal  of  Limitations  on  Project 
Approval,"  this  section  authorizes  the  build- 
ing of  H-3  "notwithstanding  any  other  pro- 
vision of  Federal  law.".  Such  an  exemption 
would  permit  circumvention  of  environmen- 
tal and  other  laws  which  protect  us  all  and 


would  set  a  dangerous  and  damaging  prece- 
dent. 

The  Sierra  Club,  along  with  a  broad  based 
coalition  of  citizen  groups,  has  been  against 
the  construction  of  H-3  and  was  involved  in 
litigation  to  prevent  the  proposed  highway 
from  crossing  through  conservation  dis- 
tricts. The  thrust  of  our  opposition  has  fo- 
cused on  degradation  of  water,  flora,  fauna 
and  other  natural  resources  in  the  Ko'olau 
Mountains,  physical  damage  to  North 
Halawa  and  Haiku  valleys  and  adverse  im- 
pacts on  Ho'omaluhia  Park.  We  also  oppose 
the  proposed  highway  because  it  would  be 
contrary  to  the  City  and  County  of  Honolu- 
lu General  Plan  policies  for  population  dis- 
tribution on  O'ahu.  would  be  socially  and 
economically  disruptive  to  Windward  O'ahu 
communities  and  would  destroy  extensive 
and  significant  archeological  sites  at 
Luluku. 

In  his  July  25th  letter  to  Hawai'i  Gover- 
nor George  Ariyoshi  and  Honolulu  Mayor 
Prank  Pasi,  Senator  Robert  Stafford. 
Chairman  of  the  Committee  on  Elnviron- 
ment  and  Public  Works,  has  recommended 
that  the  State  and  City  "work  together  to 
fashion  a  new  joint  plan  .  .  .  that  addresses 
contemporary  transportation  needs.  .  .".  He 
further  states  that  if  interstate  funds  are 
withdrawn  he  would  work  toward  ensuring 
that  substitute  projects  are  incorporated 
into  S.  2405,  the  Senate  Federal  Aid  High- 
way Act  of  1986. 

In  conclusion,  we  oppose  this  destructive 
and  inappropriate  highway  aind,  therefore, 
must  urge  the  removal  of  any  reference  to 
an  exemption  for  H-3  in  H.R.  3129.  Instead, 
we  support  a  cooperative  effort  to  transfer 
funds  to  desirable  and  needed  alternative 
transportation  projects. 
Sincerely. 

Ed  Stevens. 
Transportation  Liaison, 

Luluku  Banana  Growters  Assn., 
Kaneohe,  HI,  September  3,  1986. 
Hon.  Robert  T.  Stafford, 
U.S.  Senate, 
Washington.  DC. 

Dear  Senator  Stafford:  The  Luluku 
Banana  Growers  Association  respectfully  re- 
quests that  you  oppose  any  amendment 
before  the  Senate  which  would  exempt  the 
Interstate  H-3  freeway  project  (Hawaii) 
from  Federal  law.  We  fear  that  any  kind  of 
exemption  from  law  will  provide  the  nation 
with  dangerous  precedent. 

The  Ninth  Circuit  Court  of  Appeals  in 
San  Francisco.  Calif.,  has  deemed  that  the 
H-3  violates  environmental  laws,  and  the 
United  States  Supreme  Court  has  refused  to 
hear  the  State  of  Hawaii's  appeal.  This  is  a 
clear  indication  that  the  H-3  project  is  ille- 
gal. Consequently,  the  project  should  be 
made  to  comply  with  the  laws,  instead  of 
being  exempted  from  them. 

We  feel  very  strongly  that  NO  EXEMP- 
TIONS should  be  granted  and  that  the  H-3 
should  either  be  required  to  conform  with 
environmental  laws,  or  the  funds  designated 
for  this  project  be  transferred  to  alternate 
transportation  projects  in  Hawaii. 
Yours  respectfully, 

Fred  Shiroma, 

President 

[Mailgram] 
Hon.  Robert  Stafford, 
Environment  and  Public  Works  Committee, 
U.S.  Senate,  Washington,  DC. 

The  Outdoor  Circle,  a  civic  organization 
of  3,000  members,  dedicated  to  the  preserva- 
tion of  Hawaii's  natural  beauty,  strongly  op- 


poses S.  2467  which  would  make  an  exemp- 
tion to  the  Federal  highway  standards  to 
permit  the  construction  of  the  controversial 
outdated  H-3  Highway.  This  highway  would 
encroach  upon  our  public  parks  and  open 
spaces  and  mar  Hawaii's  scenic  beauty. 
Mrs.  Theodore  Crocker, 

President 

Hotel  Employees  &  Restaurant 
Employees,  Local  5,  AFL-CIO, 

Honolulu,  HI,  July  11,  1986. 
Re  proposed  exemption  of  Interstate  H-3 

project. 
Senator  Robert  T.  Stafford, 
Chairman,  Environment  and  Public  Works 
Committee,  Washington,  DC. 
Dear  Sir:  I  personally  and  as  a  represent- 
ative of  the  Hotel  Employees  &  Restaurant 
Employees  Union,  Local  5,  am  deeply  con- 
cerned about  the  proposed  exemption  of  the 
H-3  freeway  project  from  federal  law. 

Living  in  an  island  state  like  Hawaii,  it  is 
critical  that  good  decisions  are  made  to  give 
us  jobs  as  well  as  make  the  best  use  of  our 
limited  financial  and  natural  resources. 

Rather  than  exempt  H-3  from  federal  law, 
we  ask  that  Congress  instead  provide  for  the 
substitution  of  other  Hawaii  construction 
projects  which  would  better  address  the  se- 
rious transportation  needs  of  our  communi- 
ty. 

This  would  result  in  the  same  number  of 
jobs  for  our  work  force,  offer  a  better  cost- 
benefit  ratio  for  the  use  of  federal  dollars, 
and  allow  the  preservation  of  those  valuable 
natural  resources  which  make  Hawaii  so  at- 
tractive to  the  millions  of  people  who 
choose  this  island  as  a  visitor  destination 
each  year. 

I  ask  your  help  in  defeating  the  exemp- 
tion for  H-3,  and  that  you  substitute  other 
Oahu  transportation  projects  in  its  place  in 
federal  legislation  now  before  you. 
Sincerely, 

Anthony  Rutledge, 
Financial  Secretary-Treasurer. 

Conservation  Council  for  Hawaii, 

September  9,  1986. 
Hon.  Robert  Stafford, 
U.S.  Senate. 

Dear  Senator  Stafford:  As  you  struggle 
to  make  our  Federal  government  spend 
within  the  ability  of  taxpayers  to  fund  it, 
the  best  savings  can  come  from  the  cancella- 
tion of  functionless  CIP  projects.  Local 
newspaper  cartoonists  draw  Highway  H-3  as 
a  dinosaur  because  the  Federal  courts  have 
decreed  it  as  "outlaw  highway",  fit  for  the 
legal  boneyard. 

Since  1973.  together  with  the  4V4  million 
member  National  Wildlife  Federation,  we 
have  strongly  supported  more  economical 
alternatives  to  Interstate  H-3  which  con- 
form to  environmental  laws.  We  must 
oppose  the  attempt  by  Hawaii's  retiring 
Governor  to  exempt  this  park-polluting, 
pork  barrel  highway  from  the  federal  stand- 
ards enforced  for  all  states. 

Legal  compliance  is  a  duty  and  privilege  of 
statehood  that  Hawaii  assumed  in  1959.  (If 
the  H-3  highway  were  really  needed,  the 
Governor  could  opt  to  build  it  entirely  with 
state  funds.) 

A  December  1982  study  by  the  CBO  docu- 
mented that  of  168  interstate  projects,  H-3 
was  the  3rd  most  subsidized.  For  every 
dollar  of  taxes  spent,  only  22  cents  of  serv- 
ice results!  The  Washington  Post  reported 
July  22  that  each  car  trip  would  be  subsi- 
dized to  the  tune  of  $3.30.  Our  people  be- 
lieve that  the  realities  of  shrinking  trans- 
portation  dollars   and   the   fact   that   the 
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nation  simply  cannot  afford  idl  we  once 
throught  we  could— that  this  requires  a  NO 
vote  on  any  exemption  for  H-3. 

Senator,  when  you  appose  the  "end-run" 
of  environmental  laws,  you  can  point  to  sev- 
eral cost-effective  options  commuters  could 
be  riding  on  a  decade  before  the  H-3  mon- 
ster would  be  open. 

We  urge  you  to  save  money,  save  our  park 
and  historic  sites  and  say  NO  to  4(f)  exemp- 
tions. 

Sincerely, 
Stevkn  L.  Montgomery,  Ph.D., 

President, 
Oahu  Island  Chapter. 

The  Leagtte  of  Women  Voters 

IN  Hawaii, 
May  20.  1986. 
Hon.  Robert  T.  Stafford. 
Chairman,  Senate  Committee  on  Environ- 
ment and  Public   Works,    U.S.  Senate, 
Washington,  DC. 
Dear  Senator  Stafford:  In  November  of 
1985,    the    League    of    Women    Voters    of 
Hawaii  and  the  League  of  Women  Voters  of 
the  United  States  presented  our  view  on  the 
possibility  of  exempting  the  Oahu  (Hawaii) 
H-3  highway  from   federal  environmental 
regulations. 

Our  opposition  to  such  an  exemption  is 
not  based  on  the  merits,  or  lack  thereof,  of 
the  highway.  Rather,  it  is  based  on  our 
belief  that  individual  projects  should  not  be 
exempted  from  federal  environmental  regu- 
lations by  specific  acts  of  Congress.  The 
League  believes  that  transportation  plan- 
ning and  construction  should  weigh  all 
social  and  environmental  costs. 

The  League  of  Women  Voters  of  Hawaii 
urges  you  to  make  certain  that  no  such  ex- 
emption is  placed  in  any  legislation  which 
you  are  now  considering.  Such  an  exemp- 
tion would  set  a  very  dangerous  precedent. 

Please  find  enclosed  a  copy  of  the  Novem- 
ber 8,  1985  Memorandum.  We  hope  you  will 
take  into  account  all  the  points  which  were 
made  then  once  again. 
Sincerely  yours, 

AnnF.  Lee, 
President 

League  of  Women  Voters 

OF  THE  United  States. 
Washington,  DC,  November  8,  198S. 
To:  Members  of  the  Senate  Committee  on 

Environment  and  Public  Works. 
Prom:     Dorothy     S.     Ridings,     President, 
League  of  Women  Voters  of  the  United 
States    and    Anne    F.    Lee,    President, 
League  of  Women  Voters  of  Hawaii. 
Re  the  H-3  highway  extension  in  Hawaii,  S. 
1796. 
The   League   of  Women  Voters   of   the 
United  States  and  the  League  of  Women 
Voters  of  Hawaii  oppose  the  passage  of  S. 
1796,  a  bill  that  exempts  an  extension  of  the 
H-3  highway  on  the  island  of  Oahu  from 
federal     environmental     regulations.     Our 
strong  opposition  is  not  based  on  the  merits, 
or  lack  thereof,  of  the  highway.  It  is  based 
on  our  belief  that  individual  projects  should 
not  be  exempted  from  federal  environmen- 
tal regulations  by  specific  acts  of  Congress. 
The   League   believes   that   transportation 
planning  and  construction  should  weigh  all 
social    and    environmental    costs.    S.    1796 
would  undermine  this  process. 

If  passed,  this  bill  would  set  a  dangerous 
precedent.  We  believe  that  it  is  not  in  the 
best  Interest  of  the  coimtry  or  the  Congress 
for  a  legislative  body  to  act  to  bypass  laws 
enacted  to  protect  the  public  health  and  the 
environment.  Even  in  a  case  where  there  is 


a  pressing  national  interest,  this  would  be  a 
serious  step.  In  a  case  such  as  this,  where 
there  is  no  pressing  national  interest  in  the 
H-3  highway  extension,  an  exemption  is  to- 
tally unwarranted. 

Passage  of  S.  1796,  even  at  the  subcommit- 
tee level,  could  encourage  many  others  to 
deluge  the  committee  and  the  Congress 
with  requests  for  special  exemptions. 
Anyone  who  lost  in  court,  after  receiving 
due  process  and  fair  treatment,  could  turn 
to  Congress  for  special  favors.  If  individuals 
find  the  regulations  and  standards  of  envi- 
ronmental laws  problematic,  we  believe  the 
proper  course  for  these  individuals  is  to  seek 
changes  in  the  law.  We  do  not  find  these 
regulations  problematic  and  believe  they 
will  be  rendered  useless  if  special  exemp- 
tions are  given  by  Congress.  Special  exemp- 
tions make  a  mockery  of  the  legislative 
process  and  can  only  result  in  laws  devoid  of 
substance.  We  urge  you  to  oppose  this  bill. 

League  of  Conservation  Voters, 
Washington,  DC,  September  3,  1986. 

Dear' Senator:  Shortly  after  the  Senate 
reconvenes  on  September  8th,  the  Federal 
Aid  to  Highways  Act  of  1986  will  be  consid- 
ered on  the  Senate  floor.  It  is  expected  that 
an  amendment  will  be  offered  to  exempt  a 
controversial  highway  proposed  in  Hawaii 
known  as  •H-3"  from  environmental  laws 
that  prohibit  federally  funded  highways 
from  destroying  parks  and  culturally  and  re- 
creationaily  significant  lands,  where  clear 
alternatives  exist. 

If  enacted,  this  exemption  would  create  a 
very  dangerous  precedent.  Not  only  would 
H-3  be  the  most  expensive  highway  ever 
built,  but  it  also  will  not  meet  Hawaii's  most 
pressing  transportation  needs.  Clearly, 
other  proposed  highway  segments  across 
the  nation  that  are  far  more  meritorious 
than  H-3  could  claim  a  need  for  a  similar 
exemption  in  the  future. 

In  view  of  the  potential  impact  that  the 
H-3  exclusion  amendment  could  have  on 
future  highway  projects,  next  week's  vote 
on  this  issue  will  clearly  be  one  of  the  key 
environmental  votes  of  this  session  of  Con- 
gress. While  the  final  decision  will  be  made 
by  the  League's  Board  of  Directors,  I  will  be 
recommending  that  the  vote  on  the  H-3  ex- 
clusion amendment  be  included  in  this 
year's  League  of  Conservation  Voters  voting 
chart,  scheduled  for  release  in  early  Octo- 
ber. 

I  urge  you  to  closely  examine  the  merits 
of  this  issue  before  casting  your  vote  on  the 
H-3  amendment  next  week. 
Sincerely, 

Alden  Meter, 
Executive  Director. 

National  Audubon  Society, 
Washington,  DC,  September  5. 1986. 
Hon.  Robert  T.  Stafford, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Stafford:  In  all  probability. 
Senators  Inouye  and  Matsunaga  will  intro- 
duce an  amendment  on  the  floor  of  the 
Senate  to  S.  2405  to  exempt  Hawaiian  High- 
way H-3  from  5  4(f)  of  the  Department  of 
Transportation  Act.  H-3  is  a  10.7-mUe  high- 
way which,  if  constructed  as  planned,  will 
adversely  affect  Oahu's  largest  inland  park 
and  destroy  both  a  public  golf  course  and  a 
recently  discovered  native  Hawaiian  burial 
ground,  considered  to  be  a  major  archeologi- 
cal  find. 

Section  4(f)  declares  it  to  be  national 
policy  that  "special  effort  should  be  made 
to  preserve  the  natural  beauty  of  the  coun- 


tryside and  public  park  and  recreation 
lands,  wildlife  and  waterfowl  refuges,  and 
historic  sites"  and  prohibits  the  Secretary 
of  Transportation  from  approving  any  pro- 
gram or  project  "which  requires  the  use  of 
any  publicly  owned  land  from  a  public  park, 
recreation  area,  or  wildlife  and  waterfowl 
refuge  of  national.  State,  or  local  signifi- 
cance ....  or  any  land  from  an  historic  site 
of  national.  State,  or  local  significance  as  so 
determined  by  such  officials  unless  ( 1 )  there 
is  no  feasible  and  prudent  alternative  to  the 
use  of  such  land,  and  (2)  such  program  in- 
cludes all  possible  planning  to  minimize 
harm  to  such  park,  recreational  area,  wild- 
life and  waterfowl  refuge,  or  historic  site  re- 
sulting from  such  use." 

The  effect  of  the  exemption  would  be  to 
relieve  the  Secretary  of  Transportation 
from  making  the  findings  required  by  i  4(f) 
and  thus  to  authorize  the  destruction  of 
these  important  park  and  cultural  re- 
sources. The  exemption  will  overturn  a  1984 
decision  by  the  U.S.  Court  of  Appeals  for 
the  Ninth  Circuit  holding  that  construction 
of  the  highway  violated  S  4If ).  Stop  H-3  As- 
sociation v.  Dole,  740  F.2d  1442  (9th  Cir. 
1984).  The  U.S.  Supreme  Court  refused  to 
entertain  the  state's  appeal  of  that  decision. 
Enactment  of  the  proposed  exemption  will 
also  moot  a  pending  case  brought  by  the 
State  of  Hawaii's  Office  of  Hawaiian  Affairs 
under  §  4(f)  to  protect  the  hawaiian  archae- 
ological site  and  burial  ground  from  destruc- 
tion by  the  highway. 

The  National  Audubon  Society  opposes 
such  an  intrusion  by  Congress  into  the 
workings  of  the  judicial  branch.  The  pro- 
posed exemption,  if  enacted,  will  be  the  first 
time  in  20  years  that  an  exemption  to  this 
law  has  been  made.  The  exemption  will 
serve  as  an  unfortunate  precedent  for  other 
requests  for  similar  relief  from  this  law  and 
other  environmental  laws  and  will  embroil 
Congress  in  a  never-ending  parade  of  con- 
troversial transportation  projects. 

Despite  the  obvious  environmental  prob- 
lems with  the  proposed  highway  and  the 
lack  of  justification  for  an  exemption  au- 
thorizing its  construction,  proponents  of  H- 
3  argue  that  the  courts  committed  a  griev- 
ous error,  because  the  park  was  "created  to" 
stop  the  highway."  This  argument  eggre- 
giously  misstates  the  facts.  The  park  was 
created,  with  federal  funds,  as  part  of  a  U.S. 
Army  Corps  of  Engineers  flood  control 
project.  Proponents  of  H-3  cloud  the  issue 
by  pointing  to  the  fact  that  the  flood  con- 
trol project  was  created  at  approximately 
the  same  time  that  the  Department  of 
Transportation  was  making  a  determination 
on  the  alignment  of  H-3.  In  point  of  fact, 
contemporaneous  memoranda  show  that 
the  park  would  have  been  larger  but  for  H- 
3.  In  other  words,  the  road  limited  the  park, 
not  the  other  way  around. 

Because  H-3  would  not  physically  occupy 
any  parlUand  and  only  run  along  its  borders, 
project  supporters  also  argue  that  the  U.S. 
Court  of  Appeals  misconstrued  J  4(f)  by 
finding  a  "constructive  taking "  of  the  park 
by  the  highway.  "Constructive  taking"  by 
noise,  construction  debris,  air,  and  water 
pollution,  as  well  as  limits  to  access,  is  a  con- 
cept that  existed  well  before  this  case.  The 
courts  adequately  described  the  factual 
basis  for  such  a  finding  here.  Indeed, 
project  proponents  did  not  appeal  this  inter- 
pretation of  4(f)  when  they  had  the  oppor- 
tunity to  do  so. 

Even  conceding  arguendo  that  construc- 
tive taking  of  the  park  is  not  enough  to  trig- 
ger §  4(f),  another  public  facility,  a  local  golf 
course  adjacent  to  the  park,  as  well  as  the 
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Haw&ilan  burial  ground  will  be  physically 
taken  by  the  highway.  Section  4(f)  applies 
as  well  to  these  other  public  facilities. 

Reasonable  and  prudent  alternatives  to 
the  highway  responsive  to  local  transporta- 
tion needs  exist  at  considerable  savings  to 
taxpayers  and  the  environment. 

If  built,  this  project  will  cost  the  taxpay- 
ers more  than  >1  billion  without  solving  the 
perceived  problem.  It  is  opposed  by  Honolu- 
lu's mayor,  who  believes  the  highway  will 
adversely  affect  the  city's  transportation 
control  plan.  For  the  foregoing  reasons,  the 
National  Audubon  Society  urges  you  to  vote 
against  the  exemption,  if  offered.  In  so 
doing,  you  will  be  encouraging  the  State  of 
Hawaii  to  "trade-in"  H-3,  pursuant  to  exist- 
ing transportation  law  and  policy,  for  other 
projects,  making  available  to  the  State 
three-quarters  of  a  billion  dollars  to  solve  its 
transportation  problems. 
Sincerely, 

William  A.  Butler 
Vice  President  for  Government 

Relations  and  Counsel 

National  Trust  or 
Historic  PRESiatvATioN, 
Washington,  DC.  March  28,  1986. 
Hon.  Robert  Staftori), 
Chairman,  Committee  on  Environment  and 
Public  Works,  U.S.  Senate  Washington, 
DC. 

Dear  Senator  STAfTORo:  Thank  you  for 
requesting  the  assistance  of  the  National 
Trust  for  Historic  Preservation  in  your  con- 
sideration of  the  H-3  Interstate  highway 
project  legislation  proposed  by  Senator 
Inouye.  As  we  stated  in  our  letter  to  you  of 
November  27,  1985,  the  National  Trust 
strongly  opposes  this  legislation,  which 
would  create  an  unprecedented  exemption 
from  federal  laws  essential  to  the  preserva- 
tion of  the  nation's  cultural  heritage. 

You  specifically  ask  several  questions  re- 
garding the  significance  of  and  project  im- 
pacts on  the  Luluku  site,  and  archeological 
complex  located  in  the  vicinity  of  the  pro- 
posed highway  alignment.  Under  the  Na- 
tional Historic  Preservation  Act,  the  Nation- 
al Park  Service  (NSP),  Department  of  the 
Interior,  establishes  criteria  for  identifica- 
tion, evaluation,  and  appropriate  treatment 
of  cultural  properties  and  maintains  the  Na- 
tional Register  of  Historic  Places.  The  Na- 
tional Register  is  the  nation's  inventory  of 
historic  and  prehistoric  properties  of  local, 
state,  or  national  significance.  Thus,  NPS 
sets  the  standards  applied  in  the  national 
preservation  program  and  used  to  comply 
with  federal  preservation  laws.  Given  this 
role  in  the  national  preservation  program, 
the  NTHP  looks  to  the  NPS  for  the  answers 
to  your  Inquiries. 

On  March  4,  1986,  NPS  determined  that 
the  Luluku  archeological  district  satisfies 
criteria  of  cultural  significance  and  is  eligi- 
ble for  listing  in  ilie  National  Register.  As 
part  of  its  detemination,  NPS  found  the 
Luluku  district  to  include  five  areas  of  sig- 
nificance and  seventeen  sites.  A  copy  of  the 
determination  and  findings  is  attached. 

As  a  result  of  the  NPS's  determination, 
the  proposed  waiver,  if  enacted,  would  set  a 
dangerous  precedent  by  denying  the  protec- 
tions of  Section  106  of  the  National  Historic 
Preservation  Act  and  Section  4(f)  of  the  De- 
partment of  Transportation  Act  of  signifi- 
cant historic  sites.  These  laws  were  enacted 
to  ensure  that  the  effects  of  federal  actions 
on  cultural  resources  are  considered  as  an 
integral  factor  of  federal  consideration  prior 
to  project  commitment.  The  exemption  cur- 
rently proposed  is  intended  to  prevent  this 


planning  process  and  any  assessment  of  pos- 
sible alternatives  to  site  destruction. 

The  National  Trust  urges  the  Committee 
to  reject  the  proposed  exemption  from  com- 
pliance with  federal  environmental  law  and 
to  reaffirm  Congressional  commitment  to 
preservation  of  the  nation's  heritage. 
Sincerely, 

J.  Jackson  Walter, 

President 

Sierra  Club, 
Washington,  DC,  July  21,  1986 
Hon.  Robert  T.  Stafford, 
Chairman,  Senate  Committee  on  Environ- 
ment and  Public   Works,    Washington, 
DC. 

Dear  Mr.  Chairman:  It  is  our  understand- 
ing that  the  Environment  and  Public  Works 
Committee  is  scheduled  to  mark-up  the  Fed- 
eral-Aid Highway  Act  of  1986,  S.  2405,  on 
Tuesday,  July  22.  During  mark-up,  an 
amendment  will  be  offered  to  exempt  the 
H'3  Interstate  Highway  is  Hawaii  from  23 
U.S.C.  and  49  U.S.C.  303,  commonly  referred 
to  as  Section  4(f).  The  Sierra  Club  strongly 
opposes  an  open-ended  exemption  from  4(f) 
for  the  H-3  highway. 

If  the  amendment  passes,  it  would  be  the 
first  time  a  highway  project  has  received  a 
blanket  exemption  from  the  requirements 
of  Section  4(f)  in  all  the  years  of  construct- 
ing the  national  highway  system.  We  be- 
lieve that  the  circumstances  of  this  project 
do  not  warrant  the  creation  of  a  dangerous 
precedent  for  future  highway  projects  that 
may  come  in  conflict  with  the  requirements 
of  Section  4(f). 

We  believe  that  the  H-3  project  no  longer 
meets  the  transportation  needs  of  Oahu 
Island,  poses  serious  health  threats  to  its 
users,  and  is  excessively  costly.  However, 
major  issue  concerns  the  9th  Circuit  Court 
of  Appeals  ruling  that  H-3  as  proposed 
would  represent  a  "constructive  use"  of 
park  lands.  While  the  amendment  providing 
an  exemption  for  Section  4(f)  purports 
simply  to  overturn  this  controversials  deci- 
sion, it  in  fact  is  far  broader.  The  amend- 
ment would  exempt  the  H-3  projects  from 
any  other  requirements  under  Section  4(f) 
that  are  clearly  meritorious.  Regardless  of 
your  view  on  the  Court  of  Appeals'  applica- 
tion of  "constructive  use,"  we  urge  you  to 
oppose  the  amendment  because  it  is  not  lim- 
ited to  reversing  the  effect  of  the  court 
ruling. 

Section  4(f)  is  one  the  most  important 
laws  among  those  designed  to  protect  our 
environment  and  historic  resources.  We 
urge  you  to  oppose  the  passage  of  amend- 
ments to  provide  a  blanket  waiver  of  Section 
4(f)  for  the  H-3  project. 
Sincerely, 

J.  Michael  McCloskey, 

Chairmaru 

The  Izaak  Walton 
League  of  America,  Inc., 
Minneapolis,  MN,  September  8,  1986. 

Dear  Senator:  The  full  Senate  will  soon 
be  considering  the  Surface  Transportation 
Act  (S.  2405).  At  that  time.  Senators  Matsu- 
naga  and  Inouye  will  likely  offer  an  amend- 
ment to  exempt  a  10.7  mUe  section  of  Ha- 
waiian Highway  H-3  from  section  4(f)  of  the 
Department  of  Transportation  Act.  On 
behalf  of  the  members  of  the  Izaak  Walton 
League  of  America,  I  urge  you  to  oppose 
this  amendment. 

H-3,  if  constructed  as  planned,  would  ad- 
versely affect  a  public  park  and  destroy 
both  a  public  golf  course  and  a  native  Ha- 
waiian burial  ground,  a  major  archaeologi- 


cal site.  Section  4(f)  ensures  that  publicly 
owned  land  such  as  public  parks,  recreation 
areas,  historical  sites  and  wildlife  refuges  be 
protected  from  such  projects  unless  there  is 
no  feasible  or  prudent  alternative.  For  the 
last  20  years,  section  4(f)  has  stood  as  a 
sound  policy  tool  in  protecting  these  public 
resources  from  unnecessary  destruction.  No 
project  has  ever  been  exempted  from  this 
provision  of  the  law  and  the  League  is  very 
concerned  that  an  exemption  for  H-3  would 
set  a  precedent  leading  the  way  for  many 
similar  destructive  projects  in  the  future. 

This  exemption  is  not  only  unprecedented 
but  it  is  also  unwarranted.  There  are  alter- 
native proposals  to  H-3  which  would  better 
serve  the  transportation  needs  of  the  island 
of  Oahu  and  which  are  both  environmental- 
ly sound  and  less  expensive. 

Defeating  the  amendment  will  encourage 
the  state  of  Hawaii  to  "trade  in"  H-3,  there- 
by entitling  the  state  to  funds  necessary  to 
address  the  crucial  transportation  needs  of 
the  island  of  Oahu.  H-3  will  not  address 
these  needs,  but  instead  will  destroy  impor- 
tant park  land,  recreational  facilities,  and 
historic  sites.  Please  vote  against  any  ex- 
emptions to  section  4(f).  Thank  you  for  con- 
sidering our  views  on  this  issue. 
Sincerely, 

David  Dickson, 
Conservation  Associate. 

National  Parks  and 
Conservation  Association, 
Washington,  DC,  July  18,  1986. 
Robert  T.  Stafford, 

Chairman,  Committee  on  Environment  and 
Public  Works,  U.S.  Senate,  Washington, 
DC. 
Dear  Chairman  Stafford:   On  Tuesday, 
July  22,  at  the  markup  of  S.  2405,  the  1986 
Highway  bill,  you  will  be  asked  to  vote  on  a 
proposed  amendment  exempting  interstate 
H-3  in  Hawaii  from  Sec.  4(f)  of  the  Depart- 
ment of  Transportation  Act,  49  U.S.C,  Sec. 
309.  I  urge  you  to  vote  no  to  this  proposed 
exemption. 

Sec.  4(f)  is  one  of  the  most  important  en- 
vironmental laws  protecting  our  national, 
state  and  local  parks  from  unnecessary  de- 
struction from  federally  constructed  or  fed- 
erally permitted  transportation  projects. 
This  law,  as  you  know,  prohibits  the  use  of 
park  lands  for  such  projects  if  a  feasible  and 
prudent  alternative  exists  to  such  use.  This 
law  has  been  applied  to  protect  such  impor- 
tant resources  as  the  Florida  Everglades 
from  a  jetport  location  and  Franconia 
Notch,  New  Hampshire,  from  a  highway 
project.  No  exemptions  from  4(f)  have  been 
allowed  in  the  20  years  since  its  enactment 
in  1966. 

We  would  greatly  appreciate  your  opposi- 
tion to  this  proposed  exemption.  Thank  you 
for  your  attention  to  this  matter. 
Sincerely. 

Paul  C.  Pritcharo, 

President 

National  Ass(x;iation  of 

Railroad  Passengers, 
Washington,  DC,  July  7,  1986. 
Senator  Robert  Stafford, 
Hart  Building,    U.S.   Senate,    Washington, 
DC. 
Dear  Senator  Stafford:  We  are  writing  to 
express  our  opposition  to  Interstate  H-3  in 
Hawaii  and  to  urge  you  to  oppose  any  ef- 
forts to  exempt  H-3  from  federal  laws  such 
as  Section  4(f)  of  the  DOT  Act  of  1966.  An 
exemption  would  undermine  the  integrity  of 
the  legal  provision  in  transportation  law 
that  protects  our  nation's  public  lands  and 
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historic  sites.  Moreover,  H-3  is  neither  the 
best  nor  the  most  cost-effective  solution  to 
Oahu's  transportation  problems.  Viable  al- 
ternatives exist  which  better  address  mobili- 
ty needs  without  destroying  Oahu's  magnifi- 
cent tropical  landscape  and  archeological 
sites  of  national  historic  importance. 

H-3  is  currently  enjoyed  by  Court  order 
from  further  construction  because  it  vio- 
lates the  legal  provision— Section  4(f)— that 
has  successfully  safeguarded  our  public 
lands  and  historic  sites  from  intrusion  by 
unnecessary  and  environmentally  unsound 
transportation  projects.  Section  4(f)  explic- 
itly prohibits  the  taking  of  such  lands  if 
there  is  a  "prudent  and  feasible  alterna- 
tive." The  U.S.  Ninth  Circuit  Court  of  Ap- 
peals found  that  H-3  violates  Section  4(f) 
and  ruled  that  "prudent  Euid  feasible  alter- 
natives" exist.  It  enjoined  further  construc- 
tion on  the  highway.  The  U.S.  Supreme 
Court,  by  refusing  to  hear  the  case,  has  let 
stand  the  9th  Circuit  Court  decision. 

H-3  involves  three  distinct  4(f)  properties. 
H-3  will  take  land  from  one  park;  it  will  ir- 
reparably degrade  Ho-omaluhia  Park,  the 
largest  County  park  on  Oahu  enjoyed  for 
hiking,  camping  and  riding  and  home  to 
abundant  tropical  vegetation  and  many 
unique  Island  species,  and;  H-3  will  run  di- 
rectly through  a  major  archeological  com- 
plex (the  Luluku  Archeological  Complex) 
which  has  been  determined  eligible  for  list- 
ing on  the  National  Register  of  Historic 
Places. 

No  highway  has  ever  been  exempted  from 
Section  4(f)  and  H-3  must  similarly  abide  by 
our  federal  laws.  If  an  exemption  were  pro- 
vided, it  would  set  a  dangerous  precedent 
and  surely  Congress  will  find  itself  having 
to  spend  time  in  future  years  on  similar  re- 
quests for  other  unworthy  projects  seeking 
to  circumvent  our  laws.  Clearly,  the  H-3  ex- 
emption is  a  national,  not  local,  issue. 

Interstate  H-3,  moreover,  is  not  the  best 
transportation  solution  for  Oahu's  traffic 
problems.  Alternatives  to  the  highway  exist 
and  are  supported  by  the  Mayor  of  Honolu- 
lu, the  Director  of  Transportation  for  Hono- 
lulu City  and  County,  members  of  the  City 
Council,  numerous  citizen  organizations  and 
Neighborhood  Boards  representing  over 
200,000  Hawaiian  citizens. 

Two  major  highways  already  link  down- 
town Honolulu  with  the  Windward  side  of 
the  island.  As  the  Director  of  Transporta- 
tion for  Honolulu  City  and  County  has 
stated  to  the  Environmental  and  Public 
Works  Committee,  these  highways  could  be 
improved— through  grade-separated  inter- 
sections and  contra-flow  auto  and  bus  lanes 
if  necessary— to  relieve  traffic  at  a  fraction 
of  the  cost  of  H-3.  And,  H-3  effectively 
eliminates  the  ability  to  alleviate  growing 
traffic  congestion  on  the  Leeward  side  of 
the  island,  where  the  majority  of  the  popu- 
lation resides  and  works.  In  fact,  H-3  is  con- 
trary to  the  new  Oahu  General  Plan  (1977) 
because  it  will  open  up  the  windward  side  to 
development  and  growth  while  the  Plan  di- 
rects growth  to  the  Leeward  side  (Second 
City;  see  attached  maps).  If  H-3  were 
traded-in,  the  money  would  not  only  sup- 
port needed  highway  improvements,  but  the 
addition  of  substantial  new  mass  transit 
service  in  Honolulu's  main  traffic  corridor, 
bringing  benefits  to  the  majority  of  the  is- 
land's population,  not  Just  a  few. 

We  urge  you  to  preserve  the  integrity  of 
legal  provisions  protecting  our  nation's 
public  lands  and  historic  sites  and  to  pro- 
vide the  best  transportation  system  for  Ha- 


waii's citizens.  We  urge  you  to  reject  an  ex- 
emption for  H-3. 
Sincerely, 

Harriet  Parcells, 
Transportation  Associate. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  INOUTE.  Mr.  President,  I  am 
here  today  to  address  an  issue  of  great 
importance  to  the  State  of  Hawaii. 

The  State  of  Hawaii,  together  with 
the  Federal  Highway  Administration, 
has  been  trying  to  build  the  Defense 
and  Interstate  Route  H-3  for  over  25 
years.  During  this  time  period,  the  H- 
3  highway  project  has  been  extensive- 
ly planned  and  replanned  by  the  State 
to  take  all  environmental  issues  into 
consideration. 

Specific  environmental  questions 
raised  by  concerned  groups  in  the 
State  have  been  addressed  and  consid- 
erable accommodations  have  been 
made.  The  State  has  met  and  sur- 
passed the  requirements  of  a  myriad 
of  Federal  and  State  environmental 
laws,  including  the  National  Environ- 
mental Protection  Act  and  the  Endan- 
gered Species  Act  in  the  planning  of 
H-3.  Indeed,  73  out  of  74  statutes  and 
regulations  on  which  H-3  has  been 
challenged  have  been  dismissed  by  the 
courts.  Only  a  controversial  interpre- 
tation of  section  4(f)  of  the  Federal 
Highway  Act  has  stopped  construction 
of  H-3. 

I  am  including  with  my  statement 
today,  Mr.  President,  a  complete  list  of 
the  environmental  laws  complied  with 
and  planning  and  conservation  activi- 
ties undertaken  by  the  State  in  rela- 
tion to  H-3.  As  this  list  demonstrates, 
a  great  deal  of  thought  and  planning 
has  been  done  by  the  State  to  go  that 
extra  mile  to  satisfy  all  environmental 
concerns. 

Despite  this  impressive  record  of 
planning  and  accommodation,  the  H-3 
project  has  been  stopped  by  the  Ninth 
Circuit  Court's  controversial  ruling  re- 
garding section  4(f)  of  the  Federal  Aid 
Highway  Act.  The  court  found  H-3  to 
be  "taking"  of  the  adjacent  park,  even 
though  no  land  is  physically  taken  by 
the  highway. 

Based  on  the  legislative  history  of 
this  act,  however,  it  seems  quite  clear 
that  Congress,  through  4(f),  expressed 
its  intention  that  new  interstate  high- 
ways should  not  go  through,  or  take 
from  park  land.  In  the  original  debate 
on  the  4(f)  amendments  in  1968;  Sena- 
tor Mansfield  spoke  of  the  need  to  pre- 
vent "penetrating  through  Glover-Ar- 
chibald Park,"  while  Senator  Metcalf 
expounded  that  "National  Parks  are 
sacrosanct  and  we  are  not  going  to  go 
through  a  recreational  area."  Indeed, 
there  is  no  legislative  history  indicat- 
ing that  Congress  intended  4(f)  to 
apply  to  a  case  such  as  H-3  in  which 
no  park  land  was  taken. 

In  fact,  with  H-3  the  opposite  is  the 
case.  In  the  planning  of  the  H-3 
project,    the    State    actually    created 


park  land— the  Hoomaluhia  Park— ad- 
jacent to  the  highway  route  and  pro- 
vided for  a  buffer  zone  to  assiire  that 
there  would  be  no  development  be- 
tween the  two.  The  park  was  later  ex- 
panded to  the  boundary  of  the  high- 
way route  to  further  protect  the  unde- 
veloped status  of  this  land.  The  State 
also  established  a  common  right-of- 
way  for  the  park  and  highway  and  co- 
ordinated hydraulic  and  landscape 
design  between  the  two. 

Despite  this  detailed  coordination, 
however,  the  Ninth  Circuit  Coxxrt 
foimd  H-3  to  be  "taking"  of  the  park— 
the  park  the  State  in  fact  created— be- 
cause of  possible  noise  and  air  pollu- 
tion. It  seems  very  ironic,  Mr.  Chair- 
man, that  by  creating  a  park  the  State 
has  run  into  these  environmental 
problems.  If  the  park  had  not  been 
created  and  expanded,  there  would  be 
no  problem  and  H-3  would  be  under- 
way now. 

In  the  Environment  and  Public 
Works  Committee's  hearings  on  H-3 
this  year,  there  was  a  good  deal  of  at- 
tention given  to  the  archaeological 
sites  located  near  a  proposed  inter- 
change of  the  highway. 

A  detailed  study  of  these  sites  was 
done  by  the  Bishop  museum,  the  pre- 
eminent authority  on  these  matters  in 
Hawaii,  for  the  State  DOT  and  sent  to 
the  Federal  Highway  Administration. 
Upon  reviewing  this  report,  the 
FHWA— at  my  urging— submitted  it  to 
the  keeper  of  the  national  register  so 
that  a  determination  of  significance, 
and  a  plan  for  preservation  of  these 
sites  could  be  initiated.  In  March,  the 
keeper  declared  the  sites  eligible  for 
inclusion  in  the  national  register 
under  criteria  "D"  i.e.,  sites  that  are 
likely  to  yield  important  historical  in- 
formation and  artifacts,  but  for  which 
preservation  is  not  recommended. 

The  State  has  agreed  to  go  further 
than  this,  however,  by  volunteering  to 
modify  the  highway  plans  to  avoid 
these  sites  altogether  and  purchase 
the  private  land  they  are  on  and  pro- 
vide for  the  preservation  of  the  key 
sites. 

As  status  "D"  sites,  these  sites  are 
not  under  the  purview  of  section  4(f) 
per  a  Federal  Highway  Administration 
regulation  which  was  recently  upheld 
in  Belmont  versus  Dole,  a  case  with  re- 
markable similarities  to  H-3.  The  sites 
are  protected,  however,  through  sec- 
tion 106  of  the  National  Historic  Pres- 
ervation Act. 

With  the  keeper's  recommendation, 
the  State  is  committed  by  the  '106 
process"  to  consult  with  the  advisory 
councU  on  historic  preservation  to 
plan  for  the  protection  of  the  sites, 
and  plans  for  this  consultation  process 
are  already  being  made.  For  this  pres- 
ervation to  ever  occur,  however,  the 
section  4(f)  exemption  we  seek  must 
first  be  obtained.  Without  it,  these 
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sites  wUl  remain  on  private  land  with 
no  protection  or  means  of  recovery. 

Mr.  President.  I  would  like  to  stress 
at  this  point  our  sincere  belief  that 
Hawaii  needs  H-3  now  more  than  ever. 

By  the  year  2000,  the  traffic  level  be- 
tween Honolulu  and  the  windward  side 
of  the  island  will  rise  from  90,000  to 
120,000  vehicles  a  day.  If  H-3  is  not 
built,  the  two  roads  currently  connect- 
ing these  points  will  be  completely 
unable  to  handle  this  increased  load. 
According  to  the  latest  projections, 
the  peak  traffic  period  on  these  roads 
would  increase  to  8  hours  a  day,  creat- 
ing an  almost  constant  traffic  jam.  Be- 
sides the  obvious  choking  effect  this 
would  have  on  Hawaii's  transportation 
flows,  it  would  also  have  important  de- 
fense implications. 

H-3  connects  the  naval  base  at  Pearl 
Harbor  and  the  Kaneohe  Marine 
Corps  Air  Station,  and  we  all  know 
how  vital  ready  access  between  key 
military  bases  is  to  our  defense  needs. 
I  would  like  to  submit  for  the  Record 
letters  recently  sent  to  the  State  DOT 
by  the  senior  military  commanders  in 
the  Pacific  expressing  their  unquali- 
fied support  for  H-3. 

In  closing  I  would  like  to  stress  how 
important  timely  consideration  of  our 
legislation  is. 

We  are  offering  this  legislation  as  an 
amendment  to  the  Surface  Transpor- 
tation Act  of  1986  today,  as  we  are 
faced  with  a  pressing  deadline  for  the 
use  or  transfer  of  our  interstate  funds. 
If  H-3  is  not  considered  promptly,  the 
chances  of  this  highway  ever  being 
built  are  gravely  endangered.  On  Sep- 
tember 30  of  this  year,  the  deadline 
for  transfer  of  H-3  fimds  will  be 
reached,  and  absent  any  action  by 
Congress,  this  well-planned  and  much 
needed  highway  will  never  be  built 
and  the  traffic  problems  that  plague 
the  residents  of  Oahu's  windward  side 
will  likely  never  be  solved. 

I  do  not  want  this  to  happen  to  the 
people  of  Hawaii,  Mr.  President,  as  I 
am  sure  no  Member  of  the  Senate 
would  want  it  to  happen  to  his  con- 
stituents. I  urge  my  colleagues  to  sup- 
port our  request  to  avoid  such  a  major 
disappointment  for  Hawaii. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  issues  raised  by  the 
chairman  and  my  responses  thereto  be 
printed  in  the  Record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

ISSUK  1:  Przcedent/Floodgatks 

This  issue  affects  the  entire  nation  and  all 
Federal  highway  projects  In  the  future.  It 
would  set  a  terribly  dangerous  and  damag- 
ing precedent. 

RKSPORSE 

1)  The  case  of  H-3  and  Hoomaluhla  Park 
is  a  very  unique  example  of  years  of  coordi- 
nation between  government  agencies  to  col- 
locate a  highway,  H-3,  and  a  park.  Hooma- 
luhla Park,  adjacent  to  each  other.  In  fact. 
this  effort  to  collocate  H-3  and  Hoomaluhla 
Park,  Is  a  good  example  of  the  kind  of  en- 


lightened planning  that  should  be  encour- 
aged. 

2)  If  Congress  fails  to  act  on  this  Issue,  the 
"terribly  dangerous  and  damaging  prece- 
dent" that  would  be  set  Is  the  clear  signal  to 
transportation  planners  that  they  should 
not  permit  parks  to  be  constructed  along- 
side their  transportation  facilities,  and  that 
joint  planning  is  not  encouraged.  This  has 
already  happened  in  Hawaii.  Because  of  the 
H-3  decision,  the  State  has  objected  to  the 
expansion  of  a  county  park  toward  the 
boundaries  of  an  existing  State  highway,  for 
fear  that  future  planned  widening  of  that 
highway  could  be  adversely  affected. 

3)  Congress  has  in  the  past  granted 
projects  exemptions  from  our  federal  envi- 
ronmental laws,  including  Section  4(f):  (A) 
Tellico  Dam,  (B)  Alaska  Pipeline,  (C)  Alaska 
Railroad  Transfer.  (D)  Conrail  Assistance 
Act,  (E)  San  Antonio  Expressway. 

In  spite  of  the  fact  that  these  exemptions 
have  been  granted,  the  record  clearly  shows 
that  the  granting  of  these  exemptions  has 
not  resulted  in  a  flood  of  exemptions  being 
granted  by  Congress.  The  fact  is  there  has 
been  no  precedent  set. 

4)  To  concede  the  issue  of  precedent 
would  be  to  admit  that  Congress  will  allow 
an  injustice  of  a  serious  nature  to  stand  be- 
cause of  a  concern  that  In  the  future  it  will 
not  be  able  to  distinguish  similar  injustices 
(Senator  Domenici.  Congressional  Record, 
March  15,  1973.  page  8189). 

Issue  2:  Undermining  Section  4(F)/ 

ENVIRONBtEMTAL  LaWS 

"Section  4(f)  requirements  have  been  the 
cornerstone  of  environmental  law  that  has 
assured  responsible  Federal  highway  plan- 
ning for  20  years." 

RESPONSE 

1 )  Hawaii  is  known  for  its  concern  and  ac- 
tions regarding  protection  of  our  environ- 
ment. The  planning  for  H-3  is  a  clear  reflec- 
tion of  this  concern  and  care  for  our  envi- 
ronment. Seventy-three  out  of  seventy-four 
applicable  Federal  laws  and  regulations 
have  been  satisfied.  The  remaining  Federal 
law  is  Section  4(f),  which  our  Federal  Court 
system  has  clearly  misapplied  in  the  case  of 
H-3,  and  which  only  Congress  can  correct  in 
this  unique  instance  of  H-3. 

2)  The  State  of  Hawaii  has  never  tried  to 
circumvent  or  undermine  Secton  4(f).  As  a 
matter  of  fact,  in  the  case  of  H-3,  a  previous 
1977  Section  4(f)  action  resulted  In  the 
alignment  of  H-3  being  shifted  from  Mona- 
lua  Valley  into  North  Halawa  Valley,  at  an 
added  cost  to  the  project  of  $110  million  in 
1976  dollars. 

3)  The  present  problem  with  H-3  is  clearly 
a  misapplication  of  H-3.  Even  the  higtily  re- 
spected Congressional  Research  Service,  in 
a  July  14,  1986  analysis  on  the  "Application 
of  Section  4(f)  of  the  Department  of  Trans- 
portation Act  to  Interstate  H-3  in  Hawaii," 
stated  that, 

".  .  .  there  is  a  question  of  whether  a  4(f) 
finding  is  required  when  highway  and  park 
planning  were  coordinated,  and  when  park 
boundaries  were  expanded  to  create  a  park 
buffer  between  the  highway  and  the  park's 
principal  use  area.  Here  there  are  indica- 
tions in  Ixtth  legislative  history  and  case  law 
that  the  protections  were  designed  for  exist- 
ing 'established'  parks,  and  may  be  inappli- 
cable under  the  posited  fact  situation." 

4)  Section  4(f)  encouraged  the  protection 
of  our  parklands.  If  protection  of  our  park- 
lands  is  im(x>rtant.  then  creation  of  new 
parklands  must  be  equally  as  important.  No 
one  had  disputed  the  fact  of  coordinated 
and  cooperative  efforts  on  the  part  of  the 


H-3  highway  planners  in  working  toward 
the  creation  of  this  new  park  called  Hooma- 
luhla. The  creation  of  new  parklands  clearly 
meets  the  spirit  of  Section  4(f)  and  perhaps 
takes  it  one  step  further  In  expanding  the 
philosophy  of  Section  4(f). 

Issue  3:  Protection  for  Archaeological 
Sites 

If  this  highway  project  is  exempted  from 
Section  4(f)  requirements,  it  will  mean  that 
several  park  and  archaeological  sites  would 
be  stripped  of  all  Federal  environmentta 
protection  in  a  construction  project  made 
possible  only  by  Federal  funding. 

response 

1)  The  H-3  project  has  already  satisfied  a 
myriad  of  Federal  laws  and  regulations.  The 
action  being  requested  only  exempts  H-3 
from  Section  4(f).  All  other  Federal  and 
State  laws  and  regulations  remain  in  force, 
to  include,  the  National  Environmental 
Policy  Act.  the  National  Historic  Preserva- 
tion Act,  the  Endangered  Species  Act,  etc. 

2)  In  addition  since  over  90  percent  of  the 
length  of  H-3  is  to  be  located  through  the 
States'  vast  Conservation  District,  which  is 
under  the  jurisdiction  of  the  States'  Board 
of  Land  and  Natural  Resources  (BLNR),  the 
BLNR  is  given  statutory  authority  to  insure 
that  all  uses  within  the  Conservation  Dis- 
trict be  compatible  with  the  goals  and  objec- 
tives of  the  Conservation  District.  In  this 
regard,  it  should  be  noted  that  Hoomaluhla 
Park,  Pali  Golf  Course,  and  all  identified  ar- 
chaeological sites  are  situated  within  this 
Conservation  District. 

3)  For  archaeological  sites,  in  addition  to 
the  protections  of  the  National  Historic 
Preservation  Act,  the  BLNR  has  required 
(Findings  of  Fact,  Conclusions  of  Law,  Deci- 
sion and  Order  of  the  Board  of  Land  and 
Natural  Resources,  dated  November  18, 
1983)  that  an  archaeologist  lie  on-site 
during  the  construction  of  H-3,  and  that 
this  archaeologist  shall  have  the  authority 
to  stop  construction  activity  in  the  event 
that  an  archaeological  site  is  uncovered,  and 
work  shall  not  commence  until  such  time  as 
the  State's  Historic  Preservation  Officer  has 
made  a  determination  on  the  site  E.G.  pre- 
serve the  site  in  place,  preserve  the  site 
through  relocation,  or  salvage  the  site. 

4)  As  for  parklands,  the  BLNR  has  placed 
seven  conditions  on  the  construction  of  H-3 
adjacent  to  Hoomaluhla  Park,  to  insure  that 
all  of  the  previously  agreed  to  colocation 
design  features  (Landscaping,  trail  cross- 
ings, noise  berms,  etc.)  are  carried  out. 

5)  The  construction  of  H-3  adjacent  to 
Pali  Golf  Is  60  percent  completed  and  all 
agreed  to  mitigation  measures  such  as  visual 
screening  through  appropriate  landscaping, 
and  the  construction  of  rock  walls  for  secu- 
rity and  screening  are  included  in  the  con- 
struction plans.  These  plans  were  reviewed 
and  approved  by  the  BLNR  prior  to  com- 
mencement of  construction. 

Issue  4:  Haiku-Omega  Electroiiagnetic 
Field 

"I  am  concerned  with  the  potential  of  ad- 
ditional costs  and  health  effects  that  could 
result  from  the  construction  and  use  of  H-3 
near  the  OMEGA  Station  that  provides  the 
communication  system  for  our  nuclear  sub- 
marines around  the  world.  The  n.S.  Coast 
Guard  agreed  to  the  location  only  after  the 
State  of  Hawaii  agreed  to  assume  all  liabil- 
ity for  any  problems  during  the  construc- 
tion and  use  of  the  highway,  as  well  as  for 
any  potential  interference  with  transmis- 
sion signals.  The  Federal  Government  could 
be  exposed  to  significant  additional  costs 
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since  it  provides  90  percent  of  the  funds  for 
H-3." 

RESPONSE 

1)  The  alignment  of  H-3  through  the 
OMEGA-Haiku  transmitter  facility  resulted 
because  of  the  realignment  of  H-3  out  of 
Moanalua  Valley  and  into  North  Halawa 
Valley,  which  realignment  was  the  result  of 
Section  4(f)  action.  An  alternative  to  avoid 
the  OMEGA-Haiku  facility  would  have  re- 
sulted in  an  increase  in  the  cost  of  H-3  of 
over  $60  million,  this  due  to  the  longer 
length  of  tunnels  required  to  avoid 
OMEGA-Haiku.  The  added  cost  of  OMEGA 
protection  measures  is  $200,000  as  reflected 
in  the  1985  IntersUte  Cost  Estimate  (ICE). 

2)  The  concern  over  health  effects  has 
been  addressed  through  special  studies,  and 
in  a  July  6,  1982  letter  the  U.S.  Coast  Guard 
stated  that  their  concerns  over  the  possible 
biological  effects  of  OMEGA'S  electromag- 
netic field  were  satisfied.  The  conclusion  of 
the  studies  conducted  by  Dr.  Arthur  W. 
Guy,  head  of  the  University  of  Washing- 
ton's Bioelectromagnetic  Laboratory  of  the 
School  of  Medicine,  was  that  H-3  could  be 
safely  constructed  and  operated  in  Haiku 
Valley.  In  fact,  as  a  result  of  Dr.  Guy's 
work,  it  was  found  that  people  living  and 
working  in  the  Kapiolani  Boulevard  busi- 
ness district  near  Waikikl,  an  area  surround- 
ed by  several  TV  and  radio  towers,  were  ex- 
posed to  an  equivalent  of  over  one  million 
times  more  absorption  rate  of  electromag- 
netic radiation  than  would  the  H-3  con- 
struction workers  and  users  of  H-3  in  Haiku 
Valley.  Further,  that  based  on  the  median 
U.S.  population  exposure  levels  to  PM  radio 
and  TV  signals,  half  of  the  U.S.  population 
is  currently  exposed  to  over  100  times 
higher  levels  of  absorption  rate  of  electro- 
magnetic radiation  than  would  the  construc- 
tion workers  and  users  of  H-3  in  Haiku 
Valley. 

3)  Seven  heart  pacemakers  from  three 
major  manufacturers  of  pacemakers  were 
tested  to  determine  if  the  Haiku-OMEGA 
signal  would  have  any  effect  on  their  oper- 
ation. These  three  pacemaker  manufactur- 
ers cover  approximately  90%  of  the  pace- 
maker Implants  in  Hawaii.  The  conclusion 
of  this  study  Is  that  pacemaker  wearers  may 
safely  use  H-3. 

4)  In  1983,  Mr.  Kawabata,  an  electrical  en- 
gineer working  on  the  design  of  that  section 
of  H-3  that  goes  through  Haiku  Valley, 
made  several  on-site  visits  to  Haiku  Valley. 
Mr.  Kawabata  who  is  a  pacemaker  wearer, 
said  he  felt  fine  and  didn't  notice  anything 
different. 

5)  Haiku-OMEGA  is  a  facility  open  to  the 
public  daily  from  9:00  a.m.  to  4:30  p.m.  The 
public  may  drive  into  the  facility  and  park 
next  to  the  control  building,  the  site  of 
highest  measured  electric  field  strength. 
Picnic  tables  are  available,  and  Coast  Guard 
personnel  have  set  up  a  basketball  net  as 
well  as  a  tiny  tot  playgroimd  on  one  side  of 
the  building.  It  should  be  noted  that  the 
ynftTitniim  field  Strength  at  the  parking  lot 
is  1000  volts/meter,  five  times  greater  than 
at  the  H-3  location  in  Haiku  VaUey. 

6)  The  automobile  is  a  very  good  shield. 
Field  measurements  of  the  electromagnetic 
field  taken  inside  and  outside  of  an  automo- 
bile at  the  parking  lot  adjacent  to  the 
Haiku-OMEGA  control  buUding  produced 
an  outside  field  strength  of  1000  volts/ 
meter  and  a  field  strength  of  nearly  zero 
Inside  the  automobile. 

7)  Additional  studies  have  also  been  pre- 
pared on  the  feasibility  of  constructing  H-3 
through  OMEGA-Haiku  without  affecting 
the  stations'  operation.  These  studies  were 


prepared  by  an  engineer  who  designed 
Haiku-OMEGA  and  supervised  its  construc- 
tion. The  study  concluded  that  H-3  can  be 
constructed  through  OMEGA-Haiku  with 
no  adverse  effect  on  the  operation  and  per- 
formance of  the  station.  It  should  be  noted 
that  in  the  early  1970's  OMEGA-Haiku  was 
built  over  a  then  operating  smaller  VLF 
transmitter  while  the  smaller  station  re- 
mained in  operation. 

8)  The  requirement  that  the  State  execute 
a  hold  harmless  clause  was  imposed  by  the 
U.S.  Coast  Guard  in  1978,  well  before  any  of 
the  studies  on  this  issue  were  initiated.  The 
State  has  continued  to  respect  the  Coast 
Guard's  requirement,  in  spite  of  the  fact 
that  the  State  is  fully  satisfied  that  H-3  can 
be  safely  constructed  and  operated  in  Haiku 
Valley. 

9)  As  to  the  liability  of  the  Federal  Gov- 
ernment over  personal  injury  lawsuits  aris- 
ing out  of  the  construction  and  use  of  H-3, 
under  current  law  there  is  no  Federal  par- 
ticipation. 

Issue  5:  Disagreement  on  H-3  In  Hawaii 
There  is  deep  disagreement  within  the 
State  on  the  best  way  to  meet  Hawaii's 
transportation  needs.  I  am  also  convinced 
that  the  H-3  project,  as  conceived  almost  30 
years  ago,  no  longer  addresses  the  changing 
transportation  needs  of  the  Island.  This 
point  has  been  made  by  many  from  Hawaii. 
response 

I.  The  disagreement  on  H-3  rests  with  a 
very  small  minority,  which  happens  to  be 
vocal.  The  fact  is  that  support  for  H-3 
comes  from  both  local  and  national  levels: 

Hawaii:  (1)  Over  36,000  signatures  in  favor 
of  H-3  were  collected  on  a  petition  over  a 
period  of  3  weeks. 

(2)  Over  15,000  letters  supporting  con- 
struction sent  to  Senator  Stafford. 

(3)  Political  leaders:  (a)  Unanimous  Con- 
gressional delegation,  (b)  Governor  and  past 
Governor,  (c)  Lieutenant  Governor,  (d) 
State  Senate  Resolution  (bipartisan),  (e) 
State  Legislature  (bipartisan),  (f)  Majority 
of  City  Council  (bipartisan). 

(4)  Military:  (a)  CINC  Pacific  Forces,  (b) 
Commander,  Western  Army  Command,  (c) 
Commander,  Kaneohe  Marine  Corps  Air 
Base,  (d)  Commander,  Barbers  Point  NAS, 
(e)  State  Adjutant  General. 

(5)  Community:  (a)  Honolulu  Advertiser 
poll  of  August  7,  1986:  Over  75%  of  residents 
who  live  either  end  of  H-3,  68%  of  total 
island  residents. 

National:  (1)  Department  of  Defense,  (2) 
Department  of  Transportation,  (3)  Secretar- 
ies of  Transportation  of  35  SUtes,  (4)  Six- 
teen national  organizations  representing 
users,  manufacturers,  construction,  and 
labor. 

II.  H-3's  need  is  reflected  by  the  over- 
whelming public  support  it  enjoys  as  well  as 
the  fact  that  it  is  reflected  on  the  current 
State  Transportation  Functional  Plan,  on 
the  Oahu  General, Plan,  and  Oahu  Metro- 
politan Planning  (jrganization's  Long 
Range  Transportation  Plan.  In  addition  the 
State  Legislature  has  passed  a  continuation 
of  fuel/weight/registration  taxes  to  assure 
the  local  share  to  construct  H-3. 

Issue  6:  Pali  Golf  Course 
If  the  exemption  is  granted,  it  will  permit 
H-3   to   be   built   through   the   PaU  Golf 
Course,  a  public  golf  course. 

RESPONSE 

1)  The  Pali  Golf  Course  encompasses  ap- 
proximately 220  acres,  not  all  of  which  is 
playing  area.  The  H-3  Project  uses  approxi- 
mately 4  acres  of  golf  course  land.  This  land 


was  well  away  from  the  playing  area  in  an 
unmaintained  low  gully  that  was  subject  to 
flooding. 

2)  This  piece  of  land  was  acquired  by  the 
State  from  the  City  and  County  of  Honolu- 
lu in  1975.  H-3  construction  (Halekou  Inter- 
change) on  this  land  commenced  in  Febru- 
ary 1983,  and  is  currently  60%  completed. 
Construction  work  on  this  interchange  was 
stopp>ed  by  court  injunction  in  1984.  The  ac- 
quisition of  this  land  and  subsequent  con- 
struction of  the  interchange  has  not  affect- 
ed golf  course  operation. 

Issue  7:  Alternatives  to  H-3 

There  are  a  combination  of  transportation 
alternatives  that  have  been  suggested  that 
would  not  violate  Section  4(f)  and  would  be 
more  responsive  to  local  needs. 
response 

1)  Hawaii  has  for  many  years  had  a  com- 
prehensive long-range  transportation  plan 
to  solve  our  present  and  future  transiK>rta- 
tion  needs.  The  completion  of  H-3  is  an  in- 
tegral part  of  this  long-range  plan  as  re- 
flected by  the  fact  that  H-3  is  currently  re- 
flected on  the: 

(A)  Oahu  Metropolitan  Planning  Organi- 
zation's Long-Range  Transportation  Plan. 

(B)  State  Plan's  Transportation  Function- 
al Plan  as  adopted  by  resolution  of  the 
State  Legislature. 

(C)  Oahu  General  Plans  Development 
Plans  as  adopted  by  County  ordinance. 

2)  Upgrading  the  two  existing  trans- 
Koolau  highways,  Pali  and  Likelike,  will  not 
solve  the  need  to  connect  the  windward  area 
with  the  Pearl  Harbor  area.  Further,  up- 
grading the  existing  Pali  and  Likelike  High- 
ways will  result  in  over  ten  separate  Section 
4(f)  situations  involving  parks,  recreation 
areas,  and  historic  sites. 

3)  The  suggestion  of  building  a  rail  transit 
system  through  downtown  Honolulu  as  an 
alternative  to  H-3  involves  21  Section  4(f) 
situations  of  which  6  involve  direct  4(f)  tak- 
ings such  as  destruction  of  historic  buidings 
and  acquisition  of  parklands  (source:  1982 
EIS  for  Honolulu  Area  Rapid  Transit 
funded  by  UMTA).  This  proposed  rail 
system  does  nothing  to  solve  the  trans- 
Koolau  traffic  problem.  Also,  there  has 
been  no  local  approval  of  a  rail  system, 
which  UMTA  has  clearly  sUted  will  be  con- 
sidered a  new  start,  and  the  cost  estimates 
for  the  system  have  been  questioned. 

Issue  8:  Costly  Project 
H-3  is  exorbitantly  expensive.  At  a  pro- 
jected cost  of  nearly  $1  billion  for  10.7  miles 
H-3  would  be  the  most  expensive  federal 
highway  ever  constructed. 

RESPONSE 

1)  The  uncompleted  10.7  miles  section  of 
H-3  is  estimated  to  cost  $69  million  per  mile. 
The  cost  per  mile  of  the  entire  16.1  mile 
long  H-3,  including  the  completed  sections 
of  H-3,  is  $49  million  per  mile. 

2)  Based  upon  cost  figures  obtained  from 
the  Federal  Highway  Administration,  there 
are  several  other  interstate  segements  that 
will  cost  more  than  H-3  (e.g.  Maryland, 
Massachusetts,  Virginia,  Washington.  Flori- 
da, District  of  Columbia,  Pennsylvania,  Cali- 
fornia). 

3)  A  significant  point  to  note  is  that  major 
increases  in  the  cost  of  H-3  have  been  the 
result  of  prior  Section  4(f)  actions.  First, 
there  have  been  the  years  of  delay  to  the 
project  due  to  court-imposed  injunctions 
(Moanalua  Valley  4(f)-March  1976  to  April 
1982;  Hoomaluhia  4(f)-November  1983  to 
present).  Second,  as  a  result  of  the  Moana- 
lua Valley  4(f)  action  In  1977,  the  alignment 
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of  H-3  was  shifted  from  Moanalua  Valley,  (a 
valley  considered  likely  to  be  historic),  to 
North  Halawa  Valley.  This  shift  increased 
the  cost  of  the  project  by  $110  million  in 
1976  dollars.  Finally,  if  H-3  Is  realigned  to 
avoid  Hoomaluhia  Park  as  suggested  by  the 
court,  the  cost  of  H-3  will  be  increased  by 
another  $60  million. 

The  construction  of  the  H-3  tunnel 
through  the  Koolaus  will  destroy  the  dike 
compartments  in  the  mountains,  the  source 
of  Oahu's  drinking  water. 

RKSFOHSK 

(1)  The  planning  for  H-3  has  been  exten- 
sively coordinated  with  the  two  expert 
water  agencies  in  the  State— the  State's  Di- 
vision of  Water  and  Land  Development  and 
the  County's  Board  of  Water  Supply. 

(2)  In  his  1983  decision.  U.S.  District 
Court  Judge  Samuel  King  stated  that:  "It  is 
dear  from  the  testimony  and  other  evidence 
produced  at  trial  that  the  Defendants  did 
circulate  the  North  Halawa  Valley  Supple- 
mental EIS  to  the  Board  of  Water  Supply. 
and  that  the  concerns  of  the  Board  of 
Water  Supply  were  resolved." 

(3)  Judge  King  also  stated  that:  "Any  re- 
maining doubts  as  to  the  project's  potential 
groundwater  impacts  are  alleviated  by  the 
following  condition  to  the  Secretary  of 
Transportation's  concurrence  in  the  EIS: 
That  the  final  design  be  coordinated  with 
the  Honolulu  Board  of  Water  Supply  to 
assure  that  groundwater  impacts  are  avoid- 
ed and  that  coordination  with  Board  wUl 
continue  throughout  construction  of  the 
project." 

(4)  The  construction  of  two  existing  high- 
way tunnels  on  the  Pali  and  Likelike  High- 
ways have  not  resulted  in  any  destruction  of 
the  dike  water  compartments  in  the  Koo- 
laus. 

Issue  10:  BEmrrr-CosT  Ratio 

H-3  has  an  inequitable  benefit-cost  ratio 
of  0.22  to  1. 

RZSPONSK 

1)  A  1979  User  Benefit/Cost  Study  pre- 
pared by  the  Office  of  Highway  Planning  of 
the  Urban  Planning  Division  of  the  Federal 
Highway  Administration  concluded  that  H- 
3  has  a  benefit/cost  ratio  between  1.05  to 
1.26  depending  upon  the  ratio  of  transit 
usage. 

2)  A  1986  revised  benefit/cost  study, 
which  takes  into  account  more  factors  such 
as  lengthening  of  the  period  of  congestion, 
specific  intersection  congestion,  etc.  has 
concluded  that  H-3  has  a  5.52  to  1  benefit/ 
cost  ratio.  The  Federal  Highway  Adminis- 
tration has  reviewed  this  new  study's  meth- 
odology and  results  and  concurred  with 
both. 

3)  As  a  result  of  this  new  ratio  the  Nation- 
al Taxpayer's  Union  in  a  letter  dated  July 
17,  1986  has  retracted  its  earlier  opposition 
to  H-3. 

IssuK  11:  CoMPAUSOH  TO  Nkw  York's 
Wbstwat 
H-3  is  another  Westway. 

RXSPOMSE 

An  examination  of  the  facts  reveals  that 
efforts  to  compare  H-3  to  New  York's 
Westway  Project  are  without  foundation: 

1)  H-3  involves  the  construction  of  a  4- 
lane  interstate  and  defense  highway.  H-3 
displaces  no  one,  and  does  not  require  the 
redevelopment  of  any  area. 

2)  All  environmental  permits  required  to 
construct  H-3  have  been  obtained  and  have 
further  been  cleared  through  court  action. 
Indeed  H-3  has  been  cleared  from  73  of  74 
applicable  Federal  environmental  laws  and 


regulations  by  our  courts.  Only  a  controver- 
sial interpretation  of  Section  4(f)  is  stopping 
construction.  The  Westway  Project  involved 
a  controversy  over  a  Corps  of  Engineers 
dredging  permit  as  it  pertains  to  the  spawn- 
ing grounds  of  the  striped  bass. 

3)  The  cost  of  H-3  is  significantly  less 
than  that  of  the  Westway  Project.  H-3  is  es- 
timated to  cost  $742  million  for  the  10.7 
mile  uncompleted  gap  ($69  million  per 
mile).  The  Westway  was  estimated  to  cost 
approximately  $2  billion  for  a  4  to  5  mile 
length  (about  $500  million  per  mile). 

Mr.  INOUYE.  Mr.  President,  I  yield 
10  minutes  to  my  colleague  from 
Hawaii. 

The  PRESIDING  OFFICER.  The 
Senator  from  Hawaii,  Mr.  Matsunaga. 

Mr.  MATSUNAGA.  Mr.  President, 
as  cosponsor  of  the  amendment  I  rise 
in  strong  support  of  it.  I  would  like  to 
emphasize  the  fact  that  H-3  is  not  an 
environmental  issue.  H-3  does  not  vio- 
late environmental  laws.  The  H-3 
design  incorporates  numerous  environ- 
mental mitigation  features. 

H-3  has  complied  with  these  envi- 
ronmental regulations:  the  Clean 
Water  Act.  the  Safe  Drinking  Water 
Act,  the  Noise  Pollution  Act  the  En- 
dangered Species  Act  and  those  con- 
cerning air  quality,  wildlife,  farmland, 
energy,  flood  plains,  esthetics,  Joint 
development,  historic  and  archaeologi- 
cal preservation,  general  environmen- 
tal requirements,  public  involvement, 
and  design  location. 

The  history  of  H-3,  as  it  comes 
before  this  body  today,  is  that  the  Dis- 
trict Court  of  Hawaii  supported  the 
State  on  all  74  issues  it  was  held  up  to. 
On  appeal  to  the  ninth  circuit  court  of 
appeals,  the  ninth  circuit  court  upheld 
the  district  court  on  73  issues  and  re- 
versed only  one,  and  that  was  on  the 
application  of  4(f).  And  what  did  the 
ninth  circuit  couirt  say?  That  there 
was  a  taking  of  a  park;  that  is,  a  con- 
structive taking  of  the  park.  And  it 
even  cited  as  precedent  a  case  in  Cali- 
fornia, where  the  roadway  went  right 
through  the  middle  of  a  park.  Here,  no 
park  existed  at  the  time  that  the  high- 
way was  planned  and  the  park  was  ex- 
tended to  the  highway  in  order  to  pro- 
tect the  park. 

Courts  do  make  mistakes.  We  have  a 
great  system  of  three  independent  di- 
visions of  government.  Here  is  a  case 
where  the  Judiciary  made  a  mistake 
and  refuses  to  correct  its  mistake,  so  it 
is  up  to  the  legislative  body  to  put 
forth  the  original  intent  of  the  law 
which  has  been  misinterpreted  by  the 
court. 

This  is  what  we  are  asking  this  body 
to  do  today,  to  go  back  and  spell  out  in 
understandable  language  the  intent  of 
the  law.  4(f)  in  particular,  as  it  applies 
to  the  H-3  highway  in  Hawaii.  We  say 
there  was  a  misapplication  of  judicial 
decision  and  a  misinterpretation  of  the 
law.  So  Tet  us  make  the  law  clear  that 
what  the  court  decided  was  not  intend- 
ed by  the  legislative  body.  This  is  what 
we  are  asking. 


There  were  several  points  made  by 
the  chairman  of  the  committee  oppos- 
ing the  measure.  He  said,  for  example, 
that  it  would  set  a  bad  precedent. 
Well,  actually,  as  was  pointed  out  by 
my  senior  colleague,  this  will  not  set 
any  precedent  at  all.  As  a  matter  of 
fact,  there  were  other  cases  of  exemp- 
tions from  environmental  laws  which 
have  been  in  effect  and  have  set  no 
precedent  at  all.  And  this,  the  lan- 
guage of  the  amendment  we  are  pro- 
posing, will  be  limited  strictly  to  Ha- 
waii's case  and  wiU  not  in  anyway  set 
any  precedent  whatsoever. 

Now  there  was  a  point  also  made 
about  protection  for  archaeological 
sites.  And  the  Luluku  sites  were  specifi- 
cally mentioned  here.  Well,  the  high- 
way does  not  in  any  way  disturb 
Luluku.  What  some  of  the  native  Ha- 
waiian groups  are  fearful  of  is  that  the 
highway  would  go  through  Luluku.  In 
fact,  the  highway  as  planned  goes 
around  the  archaeological  site.  If  it 
had  not  been  for  the  planned  high- 
way, this  would  not  have  come  to  the 
attention  of  the  community.  And  it  is 
provided  that  there  will  be  an  archae- 
ological expert  at  the  site  whenever 
construction  takes  place  in  order  to 
protect  archaeological  sites.  If  it  were 
not  for  the  highway  Luluku.  could  not 
be  protected;  there  are  plans  by  the 
private  sector  to  take  over  the  Luluku 
area  and  possibly  turn  it  into  a  golf 
course.  So  that  actually,  the  fact  that 
H-3  is  being  built  will  in  fact  protect 
Luluku. 

Now.  there  was  also  mention  made 
about  the  dangers  of  electromagnetic 
fields  there.  Well,  let  me  point  out 
that  a  study  by  Dr.  Arthur  W.  Guy, 
head  of  the  University  of  Washing- 
ton's Bioelectromagnetic  Laboratory 
of  the  School  of  Medicine,  concluded 
that  H-3  could  be  safely  constructed 
and  operated  in  Haiku  Valley.  As  a 
matter  of  fact,  it  was  found  in  his 
study  that  people  living  and  working 
in  the  Kapiolani  Boulevard  business 
district,  near  Waikiki.  an  area  sur- 
rounded by  several  TV  and  radio 
towers,  were  exposed  to  an  equivalent 
of  over  one  million  times  more  electro- 
magnetic radiation  rates  of  absorption 
than  would  the  H-3  construction 
workers  and  users  of  H-3  in  Haiku 
Valley. 

In  addition,  we  are  talking  about  40- 
mile  long  low-frequency  waves,  Isdies 
and  gentlemen.  We  are  not  talking 
about  lethal  microwaves. 

Mention  was  also  made  about  the  ef- 
fects the  electromagnetic  field  would 
have  on  wearers  of  pacemakers.  Seven 
heart  pacemakers  from  three  major 
manufacturers  of  pacemakers  were 
tested  to  determine  if  a  Haiku-Omega 
signal  would  have  any  effect  on  the 
operation.  These  three  pacemaker 
manufacturers  cover  approximately  00 
percent  of  pacemaker  implants  in 
Hawaii. 
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The  conclusion  of  this  study  is  that 
pacemaker  wearers  may  safely  use  H- 
3.  As  a  matter  of  fact,  there  is  the  case 
of  a  Mr.  Kawabata,  an  electrical  engi- 
neer working  on  the  design  of  that  sec- 
tion of  H-3  that  goes  through  Haiku 
Valley.  He  makes  several  on  site  visits 
to  Haiku.  Mr.  Kawabata  is  a  wearer  of 
a  pacemaker.  He  said  he  felt  fine.  He 
felt  no  different  being  there  as  being 
elsewhere. 

So  that  scare  tactic  has  been  made 
by  those  who  are  doing  everything 
possible  to  oppose  H-3. 

The  PRESmiNG  OFFICER.  The 
Senator's  10  minutes  has  expired. 

Mr.  INOUYE.  Mr.  President,  I  yield 
1  minute  to  the  Senator  from  Hawaii. 

The  PRESIDING  OFFICER.  The 
Senator  is  recognized  for  an  additional 
1  minute. 

Mr.  MATSUNAGA.  Mr.  President,  it 
also  should  be  noted  that  in  a  recent 
poll  taken,  the  overwhelming  majority 
of  the  people  of  Hawaii  support  the 
construction  of  H-3.  And  also  in  sup- 
port of  H-3  are:  The  Commander  in 
Chief  of  the  Pacific,  the  Commander 
of  the  Western  Army  Command,  the 
Director  of  Civil  Defense,  the  Hawai- 
ian Department  of  Transportation, 
and  our  own  Department  of  Transpor- 
tation headed  by  Secretary  Dole. 

And,  in  addition,  as  to  local  support, 
it  was  a  tremendous  experience  when 
in  April  of  this  year  we  were  present- 
ed—when I  say  "we,"  the  Hawaiian 
congressional  delegation— with  a  peti- 
tion containing  35,000  signatures 
which  were  gathered  within  a  short 
period  of  about  3  weeks. 

Then  I  also  say  this  for  those  who 
are  concerned  about  what  their  States 
say.  The  State  transportation  officials 
of  the  following  States  have  endorsed 
H-3:  Colorado.  Delaware.  Florida. 
Georgia,  Idaho,  Indiana,  Kansas, 
Maine,  Arizona,  Maryland,  Massachu- 
setts, Alaska,  Missouri,  Oregon.  Ne- 
braska. North  Carolina.  Arkansas. 
California.  Pennsylvania.  Wisconsin, 
West  Virginia,  Washington,  Virginia, 
Texas,  New  Hampshire,  Nevada,  Mis- 
sissippi, Minnesota,  Utah,  Michigan, 
Alabama.  Iowa,  Illinois,  and  of  course. 
Hawaii. 

Mr.  President.  I  ask  unanimous  con- 
sent that  the  letter  signed  by  the 
transportation  officials  of  these  re- 
spective States  be  made  part  of  the 
record. 

There  being  no  objection,  the  letter 
was   ordered   to   be   printed   in   the 
Record,  as  follows: 
Statement  of  Support  for  Congressional 

Review  or  Section  4(F)  Application  to    

Interstate  Route  H-3  1.95 

We,  the  undersigned  State  Highway  Offi-    !*S^'~ 
cials,  support  the  State  of  Hawaii's  efforts    1I2H' IIZ!!ZI!"I" 
to  seek  Congressional  assistance  for  the  H-3    1-90 1-ZZZZZ!! 
Interstate  Highway.  '-595 - 

All  States  share  with  Congress  a  concern    |I664Z"Z"ZZZZ 
for  the  importance  of  protecting  our  na-    i-«76' ZZZI'I  Z 
tion's   parklands.    We   are   simultaneously    H-3(inoini|*ied 
charged  with  a  responsibility  to  provide  for    ^-3  (ffi  conjteteo  i 
the    judicious    exercise    of    administrative       umimiiietM  sections) 


Judgement  and  by  encouraging  the  coordi- 
nation of  park  and  highway  planning  to  the 
greatest  extent  possible. 

In  a  Ninth  Circuit  opinion  (Stop  H-3  Asso- 
ciation V.  Dole,  et.  al.,  740  F.2d  1442  (1984» 
the  Court  of  Appeals  ha£  rendered  a  deci- 
sion that  appears  to  have  over-reached. 
Congressional  review  is  the  only  remedy  re- 
maining for  correcting  this  apparent  misap- 
plication. 

The  States  and  others  have  historically 
turned  to  Congress  to  correct  perceived  in- 
justices. We  urge  the  enactment  of  appro- 
priate legislation  to  correct  the  apparent 
misapplication  of  Section  4(f)  as  related  to 
Interstate  and  Defense  Route  H-3. 

Joe  Dolan,  Colorado;  Gary  B.  Homewood, 
Delaware;  Thomas  E.  Drawdy.  Florida; 
Thomas  D.  Moreland,  Georgia;  E.  Dean  Tis- 
dale,  Idaho;  John  P.  Isentrarge,  Indiana; 
John  B.  Kemp,  Kansas;  and  Gedeon  G. 
Picher.  Maine. 

Harry  A.  Reed,  Arizona;  William  K.  Hell- 
mann,  Maryland;  Robert  T.  Tiemey,  Massa- 
chusetts; Richard  J.  Knapp,  Alaska;  T.  L. 
Waters,  Jr.,  North  Carolina;  Henry  C.  Gray; 
Arkansas;  Robert  Datel,  Califomi&;  and 
Thomas  D.  Larson,  Pennsylvania. 

Wayne  Muir,  Missouri;  Fred  D.  Miller, 
Oregon;  Raymond  H.  Hogrefe,  Nebraska; 
Leno  Menghini,  Wyoming;  Lowell  B.  Jack- 
son, Wisconsin;  and  William  S.  Ritchie,  Jr., 
West  Virginia. 

Duane  Berentson,  Washington;  Howard 
Newlon,  Virginia;  Mark  G.  Goode,  Texas; 
Edgar  W.  Hucldns,  New  Hampshire;  William 
D.  Hurley.  Utah;  James  P.  Pitz,  Michigan; 
Ray  D.  Bass,  Alabama;  and  Warren  B. 
Dunham,  Idaho. 

Ronald  W.  Hill,  Nevada;  James  D.  Quin, 
Mississippi;  Richard  P.  Braun,  Minnesota: 
Carla  J.  Berroyer,  Illinois;  and  Wayne  J.  Ya- 
masaki,  Hawaii. 

Mr.  MATSUNAGA.  Clearly,  Mr. 
President,  the  need  and  support  for  H- 
3  are  beyond  question.  But  before  clos- 
ing, I  would  like  to  address  the  matter 
of  cost.  Opponents  have  asserted  that 
H-3  will  be  the  most  expensive  per- 
mile  segment  of  interstate  highway 
ever  built.  This  is  patently  false:  I 
have  here  in  my  hand  a  list  of  at  least 
nine  other  projects  which  cost  more, 
some  by  many  orders  of  magnitude. 

Mr.  President,  I  ask  unanimous  con- 
sent that  this  list  also  be  made  a  part 
of  the  record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 
H-3  Is  Not  the  Most  Expensive  Per-Mile 

Segment  of  the  Interstate  E^VER  Built 

H-3  is  not  the  most  expensive  per-mile 
segment  of  Interstate  highway  ever  built. 
The  following  are  examples  of  the  cost  of 
some  other  highways:  ■ 


Proiect 


Location 


Lowth 
(mi) 


Cost  pet 
rmle 


BiltiMre 1.?  518 

NwVoiti 4i  475 

3.2  19« 

VA 0.1  119 

Semn; 6.4  117 

FMb 4.2  109 

WasHnjton,  DC 1.3  97 

Vkima 7.0  80 

Pennsytvana 1.6  78 

Oahu 10.7  69 

0*1....... 16.1  49 


Project 


LOOtMfl 


LMfHl 

(m) 


(Ml 


1-105... 


Ljosta|*s.. 


17.3 


■  MnMe  Btaidi.  Mem  Viifmti  Mnwaimiw 

*  WitttdUMI. 

Mr.  MATSUNAGA.  Mr.  President, 
opponents  have  also  contended  that 
H-3  is  too  expensive  given  the  current 
budget  deficit  we  face.  It  is  important 
to  understand,  however,  that  Congress 
has  already  authorized  funds  for  H-3, 
and.  that  the  moneys  allocated  to  H-3 
will  be  spent  even  if  H-3  is  not  built. 
The  ftmds  would  merely  be  trans- 
ferred to  other  less-needed  projects, 
and  the  problems  H-3  seeks  to  address 
will  go  unresolved. 

Mr.  President,  on  behalf  of  the 
people  of  Hawaii,  I  urge  my  colleagues 
to  support  this  worthy  amendment. 

Thank  you,  Mr.  President. 

The  PRESIDING  OFFICER.  The 
Senator's  additional  minute  has  now 
passed. 

Mr.  MATSUNAGA.  I  thank  the 
President. 

Mr.  INOUYE.  I  yield  time  to  my  dis-. 
tinguished  friend  from  North  Dakota. 

Mr.  BURDICK.  Mr.  President,  cen- 
tral to  prior  court  pr(x:eedings  on  this 
highway  project,  is  whether  the  courts 
have  correctly  interpreted  the  Federal 
4(f)  issue.  In  this  case,  it  is  my  opinion 
that  the  20-year-old  Federal  law  de- 
signed to  protect  parks  and  historic 
areas  from  highway  intrusions  has 
been  incorrectly  applied.  To  find  oth- 
erwise, would  provide  a  chilling  effect 
on  other  State  and  local  entities  from 
planning  together. 

The  leadership  of  the  Senate  Envi- 
ronment and  Public  Works  Committee 
argued  against  Hawaii's  Senators  last 
year  on  their  effort  to  place  a  far  more 
reaching  provision  on  the  1986  Depart- 
ment of  "Transportation's  budget.  The 
committee,  as  promised,  held  a  hear- 
ing and  received  testimony  from  nu- 
merous witnesses. 

I  am  sure  that  each  Member  of  the 
Senate  has  received  many  letters  and 
office  visits  by  supporters  and  oppo- 
nents of  H-3.  It  would  seem  that  for 
every  conceivable  argument  raised 
there  is  an  adequate  response. 

This  issue  even  has  the  National 
Taxpayers  Union  confused.  In  a  May 
20  statement,  it  opposed  H-3  because 
it  had  an  inequitable  benefit  cost 
ratio:  0.22-1.  Subsequently,  a  new  cost 
benefit  study  has  shown  a  benefit 
ratio  of  greater  than  5  to  I.  Still  an- 
other study  conducted  in  1979,  shows  a 
cost-benefit  ratio  of  approximately  I 
to  I.  The  Taxpayers  Union  concluded 
that  "after  studying  these  contradicto- 
ry analyses,  they  are  unable  to  find 
sufficient  information  to  make  a  judg- 
ment." 

If  this  amendment  passes,  I  certain- 
ly will  work  with  those  opposed  to  the 
project,  to  make  it  clear  in  an  eventual 
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conference  report  that  this  action 
should  not  diminish  national  applica- 
Uon  of  4(f). 

The  State  of  Hawaii  has  not  made  a 
light  decision.  It  has  decided  to  go 
ahead  with  H-3  with  the  risk  of  losing 
$600  million  for  alternative  mass  tran- 
sit or  substitute  highway  projects.  It  is 
clear  that  if  the  public  officials  have 
made  a  mistalie  in  judgment  and  the 
September  30  deadline  passes,  the 
State  has  no  recourse. 

Because  they  are  taking  such  a  big 
gamble,  I  believe  it  is  only  fair  to  our 
colleagues  from  Hawaii  they  receive 
support  on  this  issue. 

I  at  this  time,  ask  unanimous  con- 
sent to  place  in  the  Record,  a  letter 
from  the  Governor  of  Hawaii  support- 
ing the  project. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Recoro,  as  follows: 

Executive  Chambers, 
Honolulu,  Sept  8,  1986. 

Hon.  QUENTIN  N.  BXTRDICK, 

U.S.  Senate,  Hart  Senate  Office  Building, 
Washington,  DC. 
Dear  Senator  Bcrdick:  I  am  writing  on 
behalf  of  the  people  of  Hawaii  to  ask  your 
support  of  an  amendment  that  may  be  in- 
troduced on  the  Senate  floor  by  Hawaii  Sen- 
ators Daniel  K.  Inouye  and  Spark  M.  Mat- 
sunaga  requesting  an  exemption  from  the 
Surface  Transportation  Act  that  will  allow 
for  completion  of  the  State's  51.2  mile  Inter- 
state and  Defense  Highway  System. 

The  exemption  will  specifically  remedy 
what  I  believe  to  be  a  misapplication  of  the 
4(f)  sUtute  as  appUed  by  the  9th  Circuit 
Court  of  Appeals  to  Hawaii  Interstate  H-3. 
The  Court  overrode  the  District  Court  deci- 
sion and  ruled  that  since  the  H-3  and  the 
I>ark  have  coterminus  boundaries  that  this 
represents  "use"  of  the  park  and  applied 
4(f)  provisions  to  halt  construction.  The 
truth  is  that  the  boundaries  of  the  park 
were  extended  by  state,  county  and  federal 
agencies  to  the  highway  alignment  to  serve 
as  a  natural  buffer  against  residential  devel- 
opment along  the  boundary  of  the  park. 

The  State  of  Hawaii  has  played  a  leader- 
ship role  in  land  use  planning  with  its  com- 
prehensive State  Plan,  functional  plans  and 
county  development  plans. 

We  are  particularly  proud  of  the  planning 
that  took  place  over  many  years  and  by 
many  agencies  to  develop  the  boundaries  of 
the  H-3  and  the  park  so  that  detrimental 
urban  development  would  not  impact  the 
park  environment.  Who  could  possibly  have 
foreseen  that  this  careful  planning  would 
backfire  due  to  the  court's  interpretation  of 
4(f)? 

It  is  essential  that  construction  of  the  H-3 
begin  as  soon  as  possible  to  complete  the 
Interstate  System  in  Hawaii  and  to  provide 
traffic  relief  for  the  many  thousands  of 
Windward  residents  who  must  commute 
daUy  from  their  residential  communities  to 
job  centers  in  central,  leeward  and  down- 
town Honolulu.  The  present  two  traffic  cor- 
ridors through  the  Koolau  mountains  have 
been  operating  above  capacity  since  1982  re- 
sulting in  tremendous  rush-hour  traffic 
jams. 

The  H-3  has  strong  bipartisan  support 
from  the  State  Legislature  and  the  City 
Council,  as  well  as  70-80  percent  of  the  resi- 
dents of  Oahu,  as  proven  most  recently  by 
the  Honolulu  Advertiser  "Hawaii  Poll."  The 


full    House    of    Representatives    approved 
such  an  exemption  on  August  15. 

Members  of  my  staff  will  be  in  Washing- 
ton in  September  and  will  be  pleased  to 
answer  any  questions  you  may  have.  A  "yes" 
vote  from  you  on  the  amendment  proposed 
by  our  Hawaii  delegation  will  help  us 
remedy  the  misapplication  of  4(f)  and  allow 
us  to  complete  our  Interstate  highway 
system. 

With  warm  personal  regards.  I  remain. 
Yours  very  truly. 

George  R.  Ariyoshi. 

Mr.  BURDICK.  I  would  like  to  quote 
a  portion  of  that  letter.  It  states  as  fol- 
lows: 

The  H-3  has  strong  bipartisan  support 
from  the  State  legislature  and  the  city 
council,  as  well  as  70-80  percent  of  the  resi- 
dents of  Oahu,  as  proven  most  recently  by 
the  Honolulu  Advertiser  "Hawaii  Poll."  The 
full  House  of  Representatives  approved 
such  an  exemption  on  August  15. 

Mr.  INOUYE  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Hawaii. 

Mr.  INOUYE.  I  yield  4  minutes  to 
the  distinguished  chairman  of  the 
Transportation  Subcommittee. 

The  PRESIDING  OFFICER.  The 
Senator  from  Idaho  Mr.  [SymmsI. 

Mr.  SYMMS.  Mr.  President,  the  dis- 
tinguished chairman  of  the  committee 
spoke  earlier  in  opposition  to  this 
amendment  and  in  most  highway 
issues  he  and  I  have  seen  eye  to  eye, 
but  as  he  stated,  there  are  two  sides  to 
every  pancake.  And  I  am  sorry  to  have 
to  rise  and  differ  with  my  distin- 
guished chairman.  But  I  see  this  issue 
much  differently.  I  would  like  to  make 
a  couple  of  brief  comments  on  why. 

I  support  what  my  two  colleagues 
from  Hawaii  and  trying  to  do.  I  want 
to  make  my  points  very  briefly.  The 
first  point  is,  in  my  opinion,  I  believe 
the  courts  have  misapplied  section 
4(f).  My  subcommittee  has  held  two 
hearings  on  this  project  at  which  time 
much  information  was  presented.  It  is 
clear  from  the  record  in  my  opinion 
that  what  we  have  before  us  is  a  situa- 
tion where  a  new  highway,  H-3,  was 
realigned  to  provide  space  for  a  new 
county  park,  and  subsequent  planning 
and  design  of  both  are  being  exten- 
sively coordinated. 

Then,  because  construction  of  the 
park  proceeded  prior  to  construction 
of  the  section  of  H-3  that  runs  along 
one  boundary  of  the  park,  the  courts 
have  stopped  the  H-3  project  for  what 
they  claim  is  lack  of  compliance  with 
section  4(f). 

D  2300 

This  is  clearly  a  misapplication  of 
section  4(f).  These  people  in  Hawaii 
have  provided  us  with  an  outstanding 
example  of  the  type  of  coordinated 
planning  that  we  in  Congress  should 
encourage.  Should  we  not  be  encour- 
aging the  joint  and  coordinated  devel- 
opment of  highways  and  parks?  To  me 
this  kind  of  civic  action  should  be  en- 
couraged. 


The  Congressional  Research  Service 
in  a  July  14,  1986,  analysis  on  the  ap- 
plication of  section  4(f)  of  the  Depart- 
ment of  Transportation  Act  to  inter- 
state route  H-3  states  that: 
.  .  .  there  is  a  question  of  whether  a  4(f) 
finding  is  required  when  highway  and  park 
planning  were  coordinated,  and  when  park 
boundaries  were  expanded  to  create  a  park 
buffer  between  the  highway  and  the  park's 
principal  use  area.  Here,  there  are  indica- 
tions in  both  legislative  history  and  case  law 
that  the  protections  were  designed  for  exist- 
ing, ""established"  parks,  and  may  be  inap- 
plicable under  the  posited  fact  situation. 

The  second  point  I  would  like  to  ad- 
dress is  the  level  of  support  for  this 
project.  I  am  sure  that  all  of  you  have 
received  a  lot  of  mail  on  this  issue.  I 
believe  there  is  strong  public  support 
in  Hawaii  for  this  project.  Local  gov- 
ernment leaders,  business,  labor,  and 
most  importantly,  the  large  majority 
of  the  citizens  all  want  this  project  to 
be  completed. 

During  my  visit  to  Hawaii  less  than  a 
year  ago,  I  confirmed  that  our  military 
leaders  also  support  the  construction 
of  H-3,  and  indeed  one  of  the  purposes 
of  our  interstate  highway  system  is  to 
serve  our  Nation's  defense  needs.  In 
addition  to  this  local  support  from 
Hawaii,  the  U.S.  Department  of  Trans- 
portation has  steadfastly  supported 
the  completion  of  H-3  and  the  grant- 
ing of  the  requested  waiver  from  4(f). 

The  last  point  I  would  like  to  make 
is  that  even  if  H-3  is  not  built.  Federal 
moneys  will  still  be  spent  since  the 
State  of  Hawaii  can,  by  the  30th  of 
this  month,  elect  to  withdraw  H-3  and 
proceed  with  substitute  projects  in 
lieu  of  H-3.  Should  Hawaii  elect  to 
move  in  this  direction,  they  will  add 
approximately  $715  million  to  our  cur- 
rent backlog  of  substitute  project  obli- 
gations. 

In  conclusion,  Mr.  President,  it  ap- 
pears to  me  that  the  only  thing  hold- 
ing up  the  H-3  project  is  a  clear  misap- 
plication of  section  4(f)  by  our  courts. 
In  this  situation.  Congress  has  the 
right  and  the  obligation  to  step  in  and 
correct  this  situation.  I  ask  my  col- 
leagues to  support  this  amendment  of- 
fered by  my  colleagues  from  Hawaii. 

I  ask  unanimous  consent  that  letters 
I  have  received  from  Dean  Tisdale,  the 
director  of  the  Idaho  Transportation 
Department,  and  Les  Lamm,  the  presi- 
dent of  the  Highway  Users  Federation, 
be  placed  in  the  Record.  Both  of  those 
gentlemen  have  written  to  ask  that  I 
support  the  amendment  offered  by 
the  Senators  from  Hawaii. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Highway  Users  Federation, 
Washington,  DC,  September  17, 1986. 
Hon.  Steve  Symms. 

Hart  Senate  Office  Building,   Washington, 
DC. 

Dear  Senator  Symms:  The  Highway  Users 
Federation  strongly  supports  Congressional 
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Washington, 

Ighway  Users 
Congressional 


action  to  permit  resumption  of  construction 
of  Interstate  Route  H-3. 

This  important  route  will  vastly  improve 
the  safety  and  convenience  of  travel  on 
Oahu.  It  has  gone  through  myriad  technical 
reviews,  public  hearings  and  court  contests 
over  a  M-year  planning  period. 

We  Join  the  Highway  Users  leader^tp  of 
Hawaii    and    the    ten    Western   8tat«s    tn 
urging  favorable  action  on  this  mattar  in 
the  current  highway  legislation. 
Sincerely, 

Lester  P.  Laioc. 

State  op  Idaho, 
Trahsportation  Department, 
Boise,  ID,  September  15, 1986. 
Hon.  Steven  D.  Symms, 
U.S.  Senate,  Senate  Hart  Building,  Washing- 
ton, DC. 
Subject:   S.    240S,   Amendment   concerning 
Hawaii  Interstate  Highway  H-3. 

Dear  Senator  Symms:  Hawaii's  Senators 
Inouye  and  Matsunaga  plan  to  offer  an 
amendment  concerning  the  subject  highway 
when  S.  2405  reaches  the  Senate  floor.  At 
issue  is  whether  Route  H-3  violates  Section 
4(f)  of  the  Department  of  Transportation 
Act  of  1966,  by  constructively  taking  park 
lands. 

I  agree  with  Director  Wayne  Yamasaki,  of 
the  Hawaiian  Department  of  Transporta- 
tion, that  Section  4(f)  has  been  misapplied 
in  this  case  and  I  recently  signed  a  State- 
ment of  Support  for  Congressional  review  of 
the  Ninth  Circuit  Court's  fundings  In  the 
matter. 

I  ask  you  to  support  the  floor  amendment 
when  it  is  introduced  by  Hawaii's  Senators. 
I  am  enclosing  a  brochure  on  the  subject  for 
your  information. 
Sincerely, 

E.  Dean  Tisdale. 

Director. 

Why  H-3  Needs  the  4(f)  Waiver 

WHAT  is  h-3 

H-3  is  a  segment  of  the  Interstate  and  De- 
fense Highway  System  In  the  State  of 
Hawaii.  The  51.5  mile  Hawaii  Interstate  and 
Defense  Highway  was  authorized  by  Con- 
gress and  consists  of  three  interconnected 
routes,  namely  H-1  (27.2  miles),  H-2  (8.2 
miles)  and  H-3  (16.1  miles). 

H-1  and  H-2  are  completed. 

A  total  of  5.4  miles  of  H-3  is  complete 
with  10.7  miles  yet  to  be  constructed. 
why  is  h-3  needed 

Admiral  Ronald  J.  Hays,  Commander  in 
Chief,  U.S.  Pacific  Command,  states:  "The 
DOD  supports  the  construction  of  Inter- 
state H-3  Freeway.  A  limited  access  high- 
way connecting  the  Kaneohe  Marine  Corps 
Air  Station  with  the  Pearl  Harbor  Naval 
Base  will  greatly  facilitate  the  movement  of 
people  and  material  from  the  Air  Station  to 
Pearl  Harbor.  In  the  event  of  a  rapid  de- 
plojmtient,  the  highway  would  be  beneficial 
in  supporting  our  nation's  defense  needs." 

The  Hawaii  State  Department  of  Trans- 
portation (HDOT)  projects  that  the  daily 
commuter  and  commercial  traffic  traversing 
the  Koolau  mountain  range  on  the  Island  of 
Oahu  will  reach  120,000  vehicles  per  day  by 
the  year  2008. 

Pali  and  Likelike  Highways,  the  two  exist- 
ing trans-Koolau  highways,  are  operating 
over  capacity  right  now. 

H-3  is  on:  The  Oahu  Metropolitan  Plan- 
ning Organization  (OMPO)  approved  long- 
range  transijortation  plan.  Transportation 
Functional  Plan  adopted  by  the  State  of 
Hawaii  Legislature,  and  The  Public  Facili- 


ties Map  of  the  approved  development  plans 
for  the  City  and  County  of  Honolulu. 

LOCAL  8T7PPORT  AND  COmUTMKNT 

U.S.  Senators  Daniel  K.  Inouye  and  Spark 
M .  Matsunaga; 

UJS.  Congreasmen  Daniel  K.  Akaka  and 
CwHcftel; 

Oovemor  George  R.  datiiMlil.  State  of 
BawaU; 

The  Hawaii  State  Legislature.  Resolutions 
show  broad  bi-partisan  support: 

A  bi-partisan  majority  of  the  City  Council 
of  the  City  and  County  of  Honolulu: 

A  Hawaii  coalition  of  supporters  of  H-3 
(citizens,  labor  unions,  industry  groups) 
gathered  35,000  signatures  and  15,000  indi- 
vidual letters  and  personally  delivered  them 
to  the  Honorable  Robert  T.  Stafford  and 
the  Honorable  James  T.  Howard; 

Independent  polls  on  Oahu  show  that  70 
to  80  percent  of  the  people  support  the  con- 
struction of  H-3.  The  level  of  support  has 
increased  and  broadened  over  the  years:  and 

The  strongest  commitment  to  construct 
H-3  by  the  people  of  Hawaii  is  the  passage 
of  a  comprehensive  package  of  highway 
user  taxes  by  the  State  Legislature  to  fund 
the  local  match  of  the  Federal  funds  au- 
thorized by  Congress. 

H-3  IS  NOT  AN  ENVIRONMENTAL  ISSUE 

State  of  Hawaii  has  a  strong  environmen- 
tal record. 

The  courts  found  that  H-3  has  met  71  en- 
vironmental statutes  and  regulations  includ- 
ing: National  Environmental  Policy  Act/ 
National  Historic  Preservation  Act,  Endan- 
gered Species  Act,  Clean  Water  Act,  Clean 
Air  Act. 

H-3  has  compiled  an  impressive  record  of 
planning  and  accommodation  addressing  all 
environmental  issues. 

The  State  Board  of  Land  and  Natural  Re- 
sources, the  legal  guardian  of  conservation 
lands  in  the  State  of  Hawaii,  has  applied  en- 
vironmental protections  far  beyond  Federal 
statutes. 

The  Luluku  area  has  been  studied  by  the 
Bemice  P.  Bishop  Museum,  the  preeminent 
archaeological  institution  in  the  Pacific.  Ag- 
ricultural terraces  found  by  the  Museum 
have  been  submitted  to  the  Keeper  and  an 
eligibility  determination  was  made  for  a  dis- 
contiguous district.  The  sites  recommended 
for  preservation  by  Bishop  Museum  will  be 
avoided  by  H-3.  Further  protection  will  be 
provided  by  the  Section  106  process  9f  the 
National  Historic  Preservation  Act. 

WHAT'S  STOPPING  H-3 

The  opponents  of  H-3  have  waged  a  pro- 
tracted legal  and  public  campaign  against 
the  building  of  H-3  primarily  to  oppose 
growth  on  the  Windward  side  of  the  Island 
of  Oahu. 

The  U.S.  Ninth  Circuit  Court  of  Appeals 
in  August,  1984,  overturned  a  District  Court 
decision  and  imposed  an  injunction  stopping 
construction  of  H-3  on  a  controversial  inter- 
pretation of  Section  4(f)  of  the  U.S.  Depart- 
ment of  Transportation  Act. 

The  Court's  review  ignored  the  intensive 
planning  (over  20  years)  between  a  regional 
park  (Hoomaluhia)  and  H-3.  State  studies 
concluded  that  the  air  and  noise  levels  in 
the  park  are  within  Federal  standards. 

H-3  will  not  take  one  square  inch  of  park 
land. 

Ironically,  the  park  area  created  by  H-3  is 
now  stopping  H-3  from  being  built. 

NOT  A  PRECEDENT 

Under  special  circumstances.  Congress  has 
granted  waivers  to  environmental  laws. 


.  Because  the  circumstanceB  were  deman- 
str&tively  special,  no  "floodgates"  were 
opened. 

Some  previous  examples  of  enviranmantal 
law  waivers  for  various  types  of  exemptions 
include: 

Total  SxemptUm—TelHco  Dam  OmhCtmc- 
Hon  tr.L.  96-69  Title  IV)  gHoU  Dartm  case. 
Congress  gave  full  clearanee  of  entkiVKmen- 
Ittl  latDs  after  Supreme  Court  halted  project 

4(f)  Exemption— Alaska  Railroad  Transfer 
(45  U.S.C.  Sec.  1212)  Freed  StaU  from  4(f) 
requirements  in  placement  of  railroad. 

National  Environmental  Protection  Act 
(NEPA)  Exemption— Alaska  Pipeline  Certifi- 
cation (43  U.S.C.  Sec  1652/  Congress  stated 
that  the  project's  EIS  was  acceptable,  and 
the  pipeline  should  be  builL 

4(f)-Related  Highway  Exemption— San 
Antonio  Expressway  (P.L.  93-87  Sec.  1543) 
Withdrew  this  segment  from  the  Federal 
Aid  system  so  that  4(f)  challenge  could  be 
avoided. 

OTHER  RELEVANT  PACTS 

H-3  is  and  has  always  been  in  the  Inter- 
state Cost  Estimate  (ICE)  authorized  by 
Congress. 

H-3  is  revenue  neutral. 

H-3  has  a  very  favorable  benefit  to  cost 
ratio. 

Mr.  SYMMS.  I  thank  the  distin- 
guished Senator  from  Hawaii  and  I 
yield  back  any  time  remaining. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  CHAFEE  addressed  the  Chair. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  STAFFORD.  Mr.  President.  I 
yield  such  time  of  the  13  minutes  re- 
maining to  me  as  the  Senator  from 
Rhode  Island  requires. 

Mr.  CHAFEE.  Mr.  President,  I  join 
the  distinguished  chairman  of  the  En- 
vironment and  Public  Works  Commit- 
tee in  opposing  this  amendment, 
which  would  exempt  the  highway  in 
Hawaii  from  section  4(f)  of  the  De- 
partment of  Transportation  Act. 

Section  4(f)  is  an  extremely  impor- 
tant environmental  provision.  It  has 
been  part  of  our  law  since  1966,  20 
years. 

What  this  provision  does  is  it  re- 
quires that  the  Transportation  Secre- 
tary reject  a  project,  such  as  a  high- 
way, which  uses  publicly  owned  land 
from  a  public  park  unless— and  there 
is  an  escape  hatch  and  the  escape 
hatch  is  as  follows— unless  there  is  no 
feasible  or  prudent  alternative  to  use 
of  such  land.  This  requires  an  analysis 
of  alternatives  which  is  similar  to  that 
which  is  required  under  the  Endan- 
gered Species  Act  or  the  water  depend- 
ency test  of  section  404. 

Largely  because  of  section  4(f), 
which  is  the  section  we  are  discussing 
here,  federally  funded  highways  have 
been  planned  and  built  over  the  past 
20  years  in  such  a  way  as  to  avoid  the 
unnecessary  destruction  of  parks,  un- 
necessary destruction  of  wildlife  ref- 
uges, or  of  recreational  areas. 

These  valuable  public  lands  may  be 
destroyed  only,  and  this  is  the  point 
that  we  wish  to  make,  when  neither  a 
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feasible  nor  prudent  separate  design 
for  routing  of  a  highway  can  be  found. 
That  does  not  mean  you  can  never 
go  through  a  park.  You  can  go 
through  a  park,  but  only  if  there  is  no 
feasible  or  prudent  alternative  to 
going  through,  in  this  case,  the  park. 

In  the  case  of  interstate  H-3  in 
Hawaii,  the  Ninth  Circuit  Court  of  Ap- 
peals held  that  the  Department  of 
Transportation  failed  to  meet  the 
stringent  requirements  of  section  4(f) 
because  sufficient  consideration  was 
not  given  to  two  alternatives. 

The  Supreme  Court  upheld  this 
finding  in  denying  certiori. 

This  is  not  something  that  has  Just 
come  up  sJl  of  a  sudden.  This  thing 
has  been  debated  and  carefully  debat- 
ed and  has  gone  up  to  the  circuit  court 
and  the  circuit  court  said.  "No;  you 
cannot  do  that,  Hawaii.  You  have  to 
go  back  and  search  these  prudent  al- 
ternatives, to  see  if  there  is  a  prudent 
alternative,  and  come  to  us  and  prove 
that  these  alternatives  are  not  the  way 
to  do  it.  In  other  words,  you  have  not 
done  your  homework.  Absent  doing 
that,  no,  you  cannot  go  through  this 
park." 

Instead  of  conducting  these  alterna- 
tive analyses  the  Hawaii  Department 
of  Transportation  now  seeks  through 
the  Congress— they  passed  it  in  the 
House  and  they  now  come  to  the 
Senate— to  overturn  the  court's  ruling 
and  to  exempt  H-3  from  the  provisions 
of  this  very  important  20-year-old  stat- 
ute. 

It  has  been  pointed  out  there  is  mas- 
sive public  support  in  Hawaii  for  this. 
I  do  not  doubt  that.  I  suspect  there  is. 
Here  is  an  $800  million  highway  that 
is  going  to  be  built  and  it  is  going  to 
cut  down  time— and  true  it  does  go 
through  a  park,  it  skirts  a  park;  it  is 
against  the  law  as  it  now  exists— it  is 
going  to  cut  down  the  drive  time.  That 
is  the  way  it  is  in  all  too  many  in- 
stances. But  thank  goodness  this  Con- 
gress passed  4(f)  some  years  ago  and 
that  has  protected  a  host  of  parks 
throughout  the  country  and  wildlife 
refuges  and  recreational  areas.  Thank 
goodness  that  is  on  the  books. 

All  we  are  saying  is,  "Hawaii,  abide 
by  the  rules.  Do  not  try  and  shortcut. 
Examine  these  alternatives  and  see 
that  those  are  not  prudent  nor  feasi- 
ble." 

It  has  been  mentioned.  "Do  not 
worry  about  the  precedent.  That  is  all 
right.  This  will  not  happen  again.  We 
will  do  this  and  that  is  the  end  of  it." 
But  I  think  there  is  a  risk  of  prece- 
dent in  dismantling  the  effectiveness 
of  this  statute  when  another  State  has 
the  same  situation.  They  are  going  to 
say.  "Go  to  the  Congress.  They  will  fix 
it  up.  They  will  show  you  a  way 
around  this  law." 

So  for  these  reasons  and  because  I 
think  we  are  all  interested  in  less  dam- 
aging alternatives,  a  search  for  less 
damaging  alternatives  as  the  way  to 


go.  as  a  means  of  protecting  vital  na- 
tional resources.  I  would  hope,  as 
much  as  I  do  respect  the  proponents 
of  this  amendment,  that  it  would  be 
rejected. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  INOUYE.  I  yield  2  minutes  to 
the  Senator  from  Oklahoma. 

Mr.  BOREN.  Mr.  President.  I  sup- 
port the  amendment  offered  by  my 
colleagues  from  Hawaii.  The  much 
needed  H-3  highway  project  has  been 
delayed  by  litigation  for  over  14  years, 
despite  consistent  70  percent  popular 
support  of  the  people  of  Hawaii,  the 
bipartisan  backing  of  the  Governor's 
office,  the  entire  congressional  delega- 
tion, the  State  senate  and  house  of 
representatives,  and  the  majority  of 
the  Honolulu  City  Council.  Why? 

The  Ninth  Circuit  Court  of  Appeals, 
in  a  decision  handed  down  in  1984, 
foimd  H-3  to  be  a  "taking"  of  an  adja- 
cent park,  even  though  no  parkland  is 
physically  taken  by  the  highway.  The 
court  found  H-3  to  violate  section  4(f) 
of  the  United  States  Department  of 
Transportation  Act  (23  U.S.C.  138). 
This  interpretation  of  section  4(f)  was 
so  unusual  as  to  attract  the  attention 
of  the  Oklahoma  Department  of 
Transportation.  The  director  of  Okla- 
homa's Department  of  Transportation 
has  written  me  to  express  his  dismay 
at  the  court's  misapplication  of  section 
4(f)  to  the  H-3  project. 

Indeed,  Mr.  President,  the  State  of 
Hawaii  actually  created  the  park  in 
question  to  provide  a  buffer  zone  and 
insure  that  no  development  would 
take  place  between  the  park  and  H-3. 
The  State  of  Hawaii  has  also  estab- 
lished a  common  right-of-way  for  the 
park  and  highway  and  has  coordinated 
hydraulic  and  landscape  design  be- 
tween the  two.  Finally,  the  State  of 
Hawaii  has  met  or  exceeded  all  Feder- 
al and  State  air  and  noise  standards.  I 
fall  to  see  how  the  court  can  view  this 
as  a  "taking."  I  urge  my  colleagues  to 
support  this  amendment  and  allow  the 
State  of  Hawaii  to  meet  and  address 
their  transportation  needs  in  an  order- 
ly more  timely  fashion. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

D  2310 
Mr.  DOLE.  Mr.  President,  let  me  in- 
dicate to  my  colleagues  that  this  will 
be  the  last  rollcall  vote  tonight.  They 
are  going  to  take  the  amendment  of 
the  distinguished  Senator  from  Iowa 
[Mr.  Harkin].  That  amendment  is  ac- 
ceptable, as  I  understand.  That  will.  I 
hope,  leave  just  one  amendment,  if  we 
get  a  time  agreement  on  the  Cochran 
amendment.  The  one  we  cannot  get  a 
time  agreement  on  is  the  motion  to 
strike  the  Moynihan  language.  I  am 
afraid  if  we  do  not  work  out  something 
on  that,  there  will  not  be  a  highway 
bill. 
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The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  INOUYE.  Mr.  President.  I  am 
prepared  to  yield  back  my  time. 

Mr.  STAFFORD.   Mr.  President, 
am  prepared  to  yield  back  my  time. 

I  move  to  lay  the  amendment  of  the 
Senator  from  Hawaii  on  the  table. 

Mr.  INOUYE.  Mr.  President.  I 
for  the  yeas  and  nays.       

The  PRESIDING  OFFICER, 
there  a  sufficient  second?  There 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
to  lay  the  amendment  of  the  Senator 
from  Hawaii  on  the  table.  The  yeas 
and  nays  have  been  ordered.  The  clerk 
will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn].  the 
Senator  from  Arizona  [Mr.  Gold- 
water],  the  Senator  from  Delaware 
[Mr.  Roth]  and  the  Senator  from 
Pennsylvania  [Mr.  Specter]  are  neces- 
sarily absent. 

Mr.  BYRD.  I  announce  that  the 
Senator  from  California  [Mr.  Cran- 
ston] and  the  Senator  from  Mississip- 
pi [Mr.  Stennis]  are  necessarily 
absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber desiring  to  vote? 

The  result  was  announced— yeas  16. 
nays  78— as  follows: 

[Rollcall  Vote  No.  284  Leg.] 


YEAS-16 


Abdnor 

Heinz 

Proxmire 

Chafee 

Humphrey 

Simpson 

Cohen 

Lautenberg 

Stafford 

Durenberger 

Leahy 

Zorinsky 

I>ans 

McConnell 

Gorton 

Mitchell 
NAYS-78 

Andrews 

Glenn 

McClure 

Armstrong 

Gore 

Melcher 

Baucus 

Gramm 

Metzenbaum 

Bentsen 

Grassley 

Moynihan 

Biden 

Harliin 

Murkowski 

Bingaman 

Hart 

Nickles 

Boren 

Hatch 

Nunn 

Boschwitz 

Hatfield 

Packwood 

Bradley 

Hawkins 

Pell 

Broyhill 

Hecht 

Pressler 

Bumpers 

Heflin 

Pryor 

Burdick 

Helms 

Quayle 

Byrd 

HoUings 

Riegle 

Chiles 

Inouye 

Rockefeller 

Cochran 

Johnston 

Rudman 

D'Amato 

Kassebaum 

Sarbanes 

Danforth 

Kasten 

Sasser 

DeConcini 

Kennedy 

Simon 

Denton 

Kerry 

Stevens 

Dixon 

Laxalt 

Symms 

Dodd 

Levin 

Thurmond 

Dole 

Long 

Trible 

Domenici 

Lugar 

WaUop 

Kagleton 

Mathias 

Warner 

Exon 

Matsunaga 

Weicker 

Pord 

Mattingly 

Wilson 

NOT  VOTING-6 

Cranston 

Goldwater 

Specter 

Gam 

Roth 

Stennis 

"(a)  Studi 
tion  with  th( 
and  Missour; 
necessity  ol 
standards  a  i 
from  Shrevt 
Port  Smith, 
Carthage  an 
study  shall  i 
ducted  unde 
Aid  Highwaj 

"(b)  Repo 
after  the  dal 
the  Secretai 
report  on  th 
under  this  se 


So  the  motion  to  lay  on  the  table 
was  rejected. 
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D  2330 


ICER.     Is 
rhere  is  a 


CER.    Are 
the  Cham- 


n  the  table 


Mr.  SYMMS.  Mr.  President.  I  move 
to  reconsider  the  vote  by  which  the 
motion  to  table  was  rejected. 

Mr.  MATSUNAGA.  I  move  to  lay 
that  motion  on  the  table.  The  motion 
to  lay  on  the  table  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
question  recurs  on  agreeing  to  the 
amendment. 

The  amendment  (No.  2886)  was 
agreed  to. 

Mr.  INOUYE.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  BURDICK.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

AMENDMENT  NO.  2887 

(Purpose:  To  authorize  a  study  of  the  feasi- 
bility and  necessity  of  constructing  a  high- 
way along  a  route  from  Shreveport,  LA,  to 
Kansas  City,  MO) 

Mr.  JOHNSTON.  Mr.  President,  I 
send  an  amendment  to  the  desk  and 
ask  for  its  immediate  consideration. 

The    PRESIDING   OFFICER.   The 
amendment  will  be  stated. 
The  legislative  clerk  read  as  follows: 
The  Senator  from  Louisiana  [Mr.  John- 
ston, for  himself  and  Mr.  Long]  proposes  an 
amendment  numbered  2887. 

Mr.  JOHNSTON.  Mr.  President,  I 
ask  unanimous  consent  that  reading  of 
the  amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

On  page  86  following  line  19.  insert  the 
following: 

"SEC.      .  HIGHWAY  FEASIBILITY  STUDY. 

"(a)  Study.— The  Secretary,  in  coopera- 
tion with  the  States  of  Louisiana,  Arkansas, 
and  Missouri,  shall  study  the  feasibility  and 
necessity  of  constructing  to  appropriate 
standards  a  proposed  highway  along  a  route 
from  Shreveport,  Louisiana  to  Texarkana, 
Port  Smith,  and  Payetteville,  Arkansas,  and 
Carthage  and  Kansas  City,  Missouri.  Such 
study  shall  update  the  feasibility  study  con- 
ducted under  section  143(6)  of  the  Pederal- 
Aid  Highway  Act  of  1973. 

"(b)  Report.— Not  later  than  one  year 
after  the  date  of  the  enactment  of  this  Act. 
the  Secretary  shall  transmit  to  Congress  a 
report  on  the  results  of  the  study  conducted 
under  this  section." 

Mr.  JOHNSTON.  Mr.  President,  this 
amendment  has  been  cleared  on  both 
sides.  It  provides  for  a  study  by  the 
Secretary  of  1-29  north,  in  cooperatic«i 
with  the  States  of  Louisiana,  Arkan- 
sas, and  Missouri  to  study  the  feasibili- 
ty and  necessity  of  constructing  to  ap- 
propriate standards  a  proposed  high- 
way along  a  route  from  Shreveport, 
LA,  to  Texarkana,  Port  Smith,  and 
Payetteville,  AR,  and  Carthage  and 
Kansas  City,  MO. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  amend- 
ment? If  not,  the  question  is  on  agree- 
ing to  the  amendment. 

The  amendment  (No.  2887)  was 
agreed  to. 


Mr.  JOHNSTON.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  amendment  was  agreed  to. 

Mr.  HARKIN.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

amendment  no.  2888 

(Purpose:  To  express  the  sense  of  the  Con- 
gress regarding  the  use  of  rock  salt  on 
highways) 

Mr.  HARKIN.  Mr.  President,  I  send 
an  amendment  to  the  desk. 

The   PRESIDING    OFFICER.   The 
amendment  will  be  stated. 
The  legislative  clerk  read  as  follows: 
The  Senator  from  Iowa  [Mr.  Harkin]  pro- 
poses an  amendment  numbered  2888. 

Mr.  HARKIN.  Mr.  President,  I  ask 
unanimous  consent  that  reading  of  the 
amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

On  page  86,  between  lines  19  and  20, 
insert  the  following: 

USES  OF  ROCK  SALT  ON  HIGHWAYS 

Sec.     .  (a)  The  Congress  finds  that— 

(1)  the  use  of  rock  salt  to  remove  ice  from 
the  highways  causes  considerable  damage  to 
the  highways,  bridges,  automobiles,  and 
trucks, 

(2)  rock  salt  also  causes  damage  to  equip- 
ment and  buildings  near  highways, 

(3)  rock  salt  causes  considerable  damage 
to  the  environment, 

(4)  all  of  these  costs  are  real  eosts  borne 
by  the  taxpayers,  although  such  costs  may 
not  be  paid  directly  to  the  government,  and 

(5)  calcium  magnesium  acetate  is  an  effec- 
tive deicing  material  which  does  not  cause 
the  corrosion  and  enviroiunental  damage  as- 
sociated with  rock  salt. 

(b)  It  is  the  sense  of  the  Congress  that  the 
States  and  local  governments  should  consid- 
er the  full  cost  of  using  rock  salt  on  the 
highways,  including  the  damage  to  high- 
ways, vehicles,  equipment,  buildings,  and 
the  environment,  in  calculating  the  real  cost 
of  deicing  materials  and  the  use  of  calcium 
magnesium  acetate  as  an  alternative  deicing 
material. 

Mr.  HARKIN.  Mr.  President,  all  of 
us  from  areas  where  snow  falls  are 
well  aware  of  the  corrosive  impact  of 
the  rock  salt  that  is  placed  on  our 
highways  It  rusts  our  cars.  It  destroys 
our  bridges  and  roads.  It  damages  our 
shoes.  It  also  causes  serious  environ- 
mental problems.  The  damage  caused 
by  rock  salt  does  not  end  at  the  edge 
of  the  highway.  The  nmoff  from  rock 
salt  causes  major  problems  to  machin- 
ery and  buildings  along  highways. 
This  means  the  early  retirement  of  ex- 
pensive equipment,  and  the  periodic 
failure  of  equipment  causing  the  loss 
of  millions  of  dollars  in  damage.  Also, 
rock  salt  goes  into  the  groundwater 
causing  health  problems  in  certain 
areas— 11  States  have  reported 
groundwater  contamination  from  rock 
salt. 

The  costs  of  using  rock  salt  are  not 
small.  It  causes  major  damage  to 
bridges  and  roads  estimated  to  cost 
over  a  billion  dollars  per  year.  There 


are  long-term  costs  to  privately  owned 
autos  and  trucks  estimated  to  cost  $3 
billion  per  year  or  more.  There  are 
costs  that  automobile  and  tru^ 
owners  must  pay  because  of  action 
taken  by  the  Government  to  clear  the 
highways  of  ice  and  snow. 

Now,  we  must  deice  the  highways. 
For  a  long  time,  there  was  simply  no 
alternative  to  rock  salt.  Now,  we  do 
have  an  alternative:  calcium  mageslum 
acetate.  It  removes  the  ice,  but  most 
importantly  it  does  not  have  the  corro- 
sive properties  of  rock  salt,  nor  cause 
the  damage  to  the  environment  that 
rock  salt  causes.  Admittedly,  it  does  at 
the  present  time  have  a  higher  imme- 
diate cost,  but  I  believe  the  overall 
costs  of  using  calcium  magnesium  ace- 
tate may  be  substantially  less  than 
using  rock  salt. 

The  Iowa  Highway  Department 
spent  $2.3  million  on  rock  salt  for  the 
last  winter.  But,  the  greatest  cost  for 
deicing  was  not  that  $2.3  million.  It 
was  the  amount  paid  by  the  owners  of 
the  vehicles  used  on  those  roads  and 
were  damaged  by  the  salt.  In  addition, 
there  are  the  costs  of  damage  to  the 
highways  themselves  by  the  salt,  and 
damage  to  the  environment. 

My  amendment  simply  says  that  it  is 
the  sense  of  the  Congress  that  States 
and  local  governments  should  consider 
the  full  costs  of  the  rock  salt  they  use. 
not  just  their  immediate  costs. 

The  PRESIDING  OFFICER.  Is 
there  further  debate?  If  not,  the  ques- 
tion is  on  agreeing  to  the  amendment. 

The    amendment    (No.    2888)    was 

Mr.  HARKIN.  Mr.  President.  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  DOLE.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

AMENDMENT  NO.  2889 

Mr.  SYMMS.  Mr.  President,  I  have  a 
technical  amendment  which  I  send  to 
the  desk. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  legislative  clerk  read  as  follows: 

The  Senator  from  Idaho  [Mr.  Symms]  pro- 
poses an  amendment  numbered  2889. 

Mr.  SYMMS.  Mr.  President,  I  ask 
unanimous  consent  that  reading  of  the 
amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  Is  as  follows: 

On  page  6,  of  the  Chiles  Amendment  No. 
2883,  strike  the  last  three  lines  and  insert  in 
lieu  thereof  the  following: 

On  page  22,  lines  18  and  19,  strike  "provid- 
ed for  in  section  129(e)  of  this  title"  and 
insert  in  lieu  thereof:  "provided  for  in  sec- 
tion 129(e)  of  this  title  and  section  105  of 
the  Surface  Transportation  Assistance  Act 
of  1978. 

On  page  22,  line  25,  strike  all  through 
"title)"  on  page  23.  line  1,  and  insert  in  lieu 
thereof:  "provided  for  in  section  129(e)  of 
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thla  title  and  section  105  of  the  Surface 
Trainsportation  Assistance  Act  of  1978. 

Mr.  SYMMS.  Mr.  President,  this 
amendment  is  purely  technical  in 
nature  and  deals  with  the  Chiles 
amendment  which  has  been  adopted. 

The  PRESIDING  OFFICER.  Is 
lliere  farther  debate  on  the  amend- 
ment? If  not,  the  question  is  on  a«rree- 
Ing  to  the  amendment. 

The  amendment  (No.  2889)  was 
agreed  to. 

Mr.  SYMMS.  Mr.  President.  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  STAFFORD.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

The  PRESIDING  OFFICER.  With- 
out objection,  the  Chiles  amendment 
is  appropriately  amended. 

Mr.  DOLE.  Mr.  President,  I  want  to 
commend  the  efforts  of  the  distin- 
guished chairman  of  the  Committee 
on  Environment  and  Public  Works, 
Senator  Stafford,  and  the  subcommit- 
tee chairman.  Senator  Symms,  for  all 
their  hard  work  on  this  legislation.  I 
am  aware  of  the  long  hours  and  diffi- 
cult negotiations  that  go  with  a  bill 
such  as  this.  The  Senator  from  Kansas 
appreciates  their  efforts. 

The  Federal-Aid  Highway  Act  of 
1986  is  important  to  our  entire  coun- 
try and,  in  my  opinion,  is  a  definite  im- 
provement over  the  House  companion 
legislation.  Two  provisions  of  the 
Senate  bill  are  particularly  important 
to  me:  the  provision  continuing  the 
one-half  percent  interstate  completion 
apportionment,  and  the  provision  con- 
tinuing the  current  foumula  used  to 
determine  interstate  4R  apportion- 
ments. I  hope  the  members  of  the  con- 
ference committee  will  be  successful  in 
allowing  these  Senate  provisions  to 
prevail. 

KANSAS  DEMONSTRATION  PROJECTS 

Mr.  President,  an  amendment  of- 
fered by  the  distinguished  Senator 
from  Idaho  contains  four  demonstra- 
tion projects  that  are  high-priority 
highway  projects  in  my  home  State. 
One  project  is  the  construction  of  an 
interchange  at  119th  Street  and  Inter- 
state 35  in  the  city  of  Olathe,  KS. 
Johnson  Coimty,  KS  is  one  of  the  fast- 
est growing  areas  in  the  Nation.  The 
volume  of  traffic  on  1-35  has  virtually 
outstripped  the  ability  of  the  roads 
and  bridges  to  safety  and  expeditious- 
ly move  that  traffic.  During  the 
evening  rush  hour  traffic  backs  up  on 
1-35  in  the  left-hand  lane  and  cross 
traffic  turning  movements  are  re- 
quired by  all  traffic  exiting  and  enter- 
ing onto  the  south  bound  1-35  lanes. 
These  conditions  have  the  potential 
for  causing  serious  multicar  accidents. 
No  other  interchange  with  a  similar 
design  can  be  found  anywhere  in  the 
interstate  system. 

The  Olathe  project  is  financially 
unique  in  that  the  city  is  acting  as 


project  manager  utilizing  a  combina- 
tion of  funding  sources  such  as  benefit 
districts,  fimds  already  allocated  for 
the  relocation  of  that  section  of  1-35, 
and  city-at-large  funds.  In  additicHi, 
the  city's  proposal  calls  for  recouping 
part  of  the  cost  of  construction,  be- 
cause the  design  of  the  new  inter- 
change will  allow  for  commercial  de- 
velopment between  the  off-ramp  and 
the  frontage  road. 

The  city  of  Lawrence.  KS  has  lined 
up  strong  support  and  cost-sharing  for 
a  new  bypass  around  the  western  por- 
tion of  the  city.  This  project  would  in- 
clude an  interchange  off  1-70,  the 
Kansas  Turnpike,  and  an  improved 
access  road  to  the  Clinton  Lake  area, 
connecting  into  the  South  Lawrence 
Trafficway.  The  project  sets  a  good 
example  for  cost  sharing,  as  the  city, 
county,  and  turnpike  authority  have 
committed  themselves  to  providing 
more  than  50  percent  of  the  total 
project  funds.  This  trafficway  is 
needed  because  the  existing  roads 
through  the  city  of  Lawrence  do  not 
have  the  capacity  to  handle  an  in- 
crease in  traffic.  Also,  local  planning 
studies  of  the  future  growth  patterns 
in  and  around  Lawrence  indicate  the 
primary  growth  will  continue  to  occur 
to  the  west  of  the  city. 

Another  demonstration  project  will 
help  fund  the  replacement  of  a  con- 
ventional intersection  of  two  heavily 
traveled  streets— Kellogg  and  Oliver— 
in  Wichita,  KS  with  a  fly-over  type 
interchange.  The  current  average 
daily  traffic  count  in  this  area  is 
36,000  vehicles  per  day  on  Kellogg  and 
15,000  vehicles  per  day  on  Oliver.  The 
interchange  would  be  of  a  European 
design,  the  first  of  its  type  built  in  an 
urbanized  area  in  the  United  States.  It 
will  demonstrate  how  to  build  a  low- 
cost  interchange  in  a  highly  urbanized 
area. 

Another  project  helps  with  the  re- 
placement of  two  deteriorating  under- 
passes in  Emporia,  KS.  The  existing 
underpasses  were  built  nearly  80  years 
ago  to  carry  railroad  traffic  over  I»rai- 
rie  Street.  In  1936  the  traffic  census 
through  these  underpasses  was  376  ve- 
hicles a  day,  whereas  today,  the  aver- 
age daily  count  has  risen  well  over 
4,391  vehicles  per  day.  By  the  year 
1990,  it  is  estimated  5,400  vehicles  will 
pass  through  these  structures.  During 
times  of  heavy  rainfall,  storm  water 
seeks  relief  through  the  underpass, 
thereby  rendering  the  facility  impassi- 
ble for  any  vehicular  traffic  and  virtu- 
ally cutting  off  all  access  to  the  city's 
southwest  quadrant.  The  city  of  Em- 
poria has  been  unable  to  obtain  tradi- 
tional Federal  highway  bridge  replace- 
ment funding  because  the  bridges  are 
privately  owned  by  the  Santa  Fe  Rail- 
road. This  legislation  will  enable  a 
badly  needed  overpass  to  be  built  in 
the  general  vicinity. 


CONCLTTDIItG  REMARKS 

Mr.  President,  the  Federal-aid  high- 
way program  has  stood  for  more  than 
60  years  as  a  model  for  partnerships 
between  the  Federal  and  State  Gov- 
ernments and  has  financed  the  con- 
struction of  the  world's  finest  highway 
system.  Once  again,  I  commend  the  ef- 
forts of  those  responsible  for  this 
piece  of  legislation,  and  urge  its  swift 
passage. 

Mr.  HELMS.  Mr.  President,  section 
117  of  the  Federal- Aid  Highway  Act. 
as  reported  by  the  Committee  on  Envi- 
ronment and  Public  Works,  proposes 
to  remove  the  requirement  in  the 
Highway  Beautification  Act  of  1965 
that  States  pay  just  compensation 
upon  the  taking  of  outdoor  advertising 
signs.  I  believe  that  principles  of  fun- 
damental fairness,  if  not  constitution- 
al law,  require  that  the  just  compensa- 
tion requirement  should  be  retained. 

Mr.  President,  on  September  16, 
1965,  when  Senator  Everett  Dirksen 
offered  his  amendment  to  the  High- 
way Beautification  Act  to  require  the 
payment  of  just  compensation,  he 
said, 

I  take  30  seconds  to  say  that  ihis  is  a  re- 
statement of  the  principles  laid  down  in  ar- 
ticle V  of  the  Bill  of  Rights  in  the  Constitu- 
tion, and  I  trust  that  the  Senator  from  West 
Virginia  will  accept  it. 

Senator  Jennings  Randolph  re- 
sponded, 

I  believe  that  the  just  compensation  fea- 
tures of  the  Senate  bill  2084  are  clear  and 
conclusive  on  this  point:  but  it  is  a  restate- 
ment, and  I  agree,  and  join  the  Senator 
from  Illinois  in  accepting  the  amendment. 

Mr.  President,  it  is  clear  from  the 
statements  of  Senators  DirkLsen  and 
Randolph  that  the  just  compensation 
requirement  contained  in  the  Highway 
Beautification  Act  was  based  on  the 
fifth  amendment  prohibition  against 
the  taking  of  private  property  for 
public  use  without  just  compensation. 
In  both  the  Senate  and  House  reports 
on  the  bill,  there  was  a  strong  congres- 
sional sentiment  expressed  that  "in  all 
equity  and  fairness,  compensation 
must  be  paid  to  those  individuals  who 
will  lose  their  signs." 

Mr.  President,  there  is  a  place  and, 
indeed,  a  need  for  legally  erected  and 
maintained  billboards.  For  Govern- 
ment to  attempt  to  legislate  out  of 
business  an  industry  which  poses  no 
health  problems,  is  of  economic  value 
to  millions  of  citizens,  and  provides  a 
valuable  source  of  commercial  and 
noncommercial  expression,  is  a  blatant 
violation  of  both  the  first  amendment 
to  the  Constitution  and  our  heritage 
of  free  enterprise.  This  body  has  no 
power  to  destroy  a  legitimate,  useful 
industry  upon  which  thousands  of 
businesses  and  individuals  rely  as  a 
medium  of  communication  to  the 
public. 

No  one  objects  to  regulation.  I  fully 
support  the  tough,  fair  regulation  of 
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billboards.  I  also  support  the  prompt 
removal  of  illegal  and  nonconforming 
billboards,  as  intended  in  the  original 
Highway  Beautification  Act.  Since 
1965,  over  80  percent  of  the  signs  tar- 
geted for  removal  by  the  Highway 
Beautification  Act  have  been  removed. 

The  States  have  not  been  required 
to  pay  compensation  to  remove  signs 
which  were  illegal  at  the  time  of  the 
act.  Nevertheless,  a  1985  GAO  report 
indicates  that  there  are  still  thousands 
of  illegal  signs  along  our  highways. 
■  Those  signs  can  be  and  should  be  im- 
mediately removed. 

Those  signs  which  were  legally  erect- 
ed, but  didn't  conform  with  the  1965 
act,  have  been  removed  pursuant  to 
the  fundamental  principle  of  fairness, 
if  not  a  constitutional  law,  that  people 
should  receive  just  compensation 
when  the  Government  takes  their 
property.  When  the  Government  takes 
an  individual's  property  for  the  public 
good,  the  public  should  bear  the  cost 
for  the  individual's  loss.  That  is  a  prin- 
cipal which  I  support.  If  we  continue 
to  require  States  to  remove  billboards 
which  were  legally  erected  and  have 
been  lawfully  maintained,  we  should 
continue  to  require  that  they  observe 
that  principle. 

Finally,  some  people  argue  that  this 
is  a  States  rights  issue— that  it  should 
be  up  to  the  States  whether  or  not  to 
compensate  billboard  owners  for  the 
taking  of  their  property.  If  we  are  to 
argue  about  States  rights,  let's  be  con- 
sistent and  remove  all  of  the  require- 
ments that  this  amendment  places  on 
the  States— such  as  the  requirement 
that  States  maintain  an  inventory  of 
billboards  along  interstate  and  pri- 
mary highways;  the  requirement  that 
States  remove  illegal  and  nonconform- 
ing signs  within  90  days  of  the  date  on 
which  they  can  first  be  removed;  the 
requirement  that  the  States  prevent 
the  removal  of  vegetation  in  the  high- 
way right-of-way  to  improve  the  visi- 
bility of  a  sign;  the  requirement  that 
the  States  prevent  owners  of  bill- 
boards from  making  improvements  to 
illegal  or  nonconforming  signs;  and 
the  requirement  that  States  require 
billboards  to  carry  warning  labels  for 
products  that  require  warning  labels 
when  advertised  in  other  media. 

That  does  not  mean  that  I  necessari- 
ly disagree  with  these  requirements- 
some  of  them  may  be  necessary  to  ef- 
fectively regulate  the  use  of  billboards. 
But  if  we  determine  that  the  regtila- 
tion  of  billboards  is  strictly  a  State 
issue,  we  should  let  the  States  decide 
which  requirements  to  impose. 

Mr.  President,  when  this  bill  goes  to 
conference,  I  encourage  the  Senate 
conferees  to  drop  the  language  in  sec- 
tion 117  which  would  repeal  the  just 
compensation  requirement. 

AMEMDMENT  NO.  2883 

Mrs.  HAWKINS.  Mr.  President,  I 
rise  in  support  of  this  amendment 
which  would  permit  the  combination 


of  toll  financing  and  Federal-aid  funds 
in  the  construction,  operation,  and 
maintenance  of  new  noninterstate 
roads,  bridges,  and  tuimels.  I  have  co- 
sponsored  this  amendment  as  it  pro- 
vides a  sensible  option  for  financing 
our  ever-growing  infrastructure  needs. 

In  my  own  State  of  Florida,  an  ex- 
ploding population  places  increasing 
demands  on  our  highway  network. 
Many  of  our  roads  are  cnmibling  and 
in  dire  need  of  repair.  The  need  for  in- 
creased capacity  is  unending.  However, 
as  the  construction  of  new  highways  is 
not  always  possible  in  Florida,  particu- 
larly in  highly  congested  and  devel- 
oped urban  corridors,  the  ability  to 
toll  finance  major  enhancements  to 
existing  highways  and  bridges  is  ex- 
tremely critical. 

Across  the  Nation,  many  new  roads 
are  needed  and  many  older  roads  re- 
quire heavy  reconstruction.  Since 
1956,  vehicle  miles  traveled  in  the 
United  States  have  risen  165  percent 
while  motor-fuel  consumption  has  in- 
creased only  128  percent.  Because  ve- 
hicles are  using  less  fuel  for  trips,  the 
Highway  Trust  Fund  receives  propor- 
tionately less  revenue  than  in  the  past 
for  each  permy  of  the  gas  tax.  Com- 
pounding this  diminishing  source  of 
revenue  are  the  fiscal  restraints  im- 
posed by  Gramm-Rudman. 

Yet,  we  continually  need  more  fimds 
to  improve  our  infrastructure.  More 
than  68  percent  of  all  paved  roads  in 
the  United  States  are  deficient  and 
need  surface  repairs.  Nearly  44  per- 
cent of  America's  bridges  over  20  feet 
in  length  are  substandard  and  either 
need  to  be  completely  replaced  or  un- 
dergo major  rehabilitation. 

This  amendment  addresses  these 
needs  and  provides  a  new  alternative 
to  financing  the  construction  and 
maintenance  of  our  national  transpor- 
tation infrastructure.  I  urge  my  col- 
leagues to  support  this  amendment. 

Mr.  KASTEN.  Mr.  President,  I  rise 
today  in  support  of  the  Federal-Aid 
Highway  Act  of  1986.  I  commend  the 
committee  for  the  excellent  job  that 
they  have  done  in  putting  together 
this  comprehensive  package  that  will 
continue  to  improve  and  expand  our 
nationwide  highway  system. 

As  debate  on  this  bill  continues,  I 
want  to  voice  my  strong  support  for 
provisions  contained  within  the  pack- 
age that  would  guarantee  85  percent 
in  minimum  allocations  for  all  appor- 
tionments. 

Mr.  President,  many  States  are 
downright  shortchanged  by  the  cur- 
rent apportionment  system.  Even 
though  we  passed  an  85-percent  mini- 
mum allocation  in  the  past,  this  provi- 
sion does  not  apply  to  all  apportion- 
ments, and  therefore,  my  home  State 
of  Wisconsin  receives  only  about  81 
percent  of  the  funds  which  it  contrib- 
utes to  the  system. 

This  is  patently  unfair.  This  new 
highway  bill  gives  the  Senate  the  op- 


portunity to  recognize  and  rectify  this 
problem.  There  is  no  doubt  by  this 
Senator  that  the  Senate  wiU  see  fit  to 
correct  this  situation  by  supporting 
the  strong  language  that  Senator 
Sykms  and  Senator  Bentsen  have 
worked  to  include  in  this  bill. 

Mr.  President,  again,  I  am  pleased  to 
support  this  overall  package. 

KEINZ/LAtTTENBERG  FEMA  AMENDMENT 

Mr.  WILSON.  Mr.  President,  I  want 
to  take  this  opportunity  to  highlight 
my  concerns  regarding  the  Federal 
Emergency  Management  Agency's  pro- 
posed rule  changes.  These  regulations 
would  significantly  affect  the  declara- 
tion of  natural  disasters  and  the  distri- 
bution of  disaster  assistance. 

Mr.  President,  FEMA  has  proposed 
unprecedented  and  drastic  changes  im- 
pacting Federal  disaster  assistance  to 
the  public  and  private  sectors.  During 
the  last  5  years.  State  and  local  gov- 
ernments have  seen  this  level  of  Fed- 
eral assistance  go  from  100  percent  to 
75  percent;  now,  FEMA  wants  to 
reduce  this  level  by  one-half  of  its 
original  share.  The  new  formula  would 
reduce  the  Federal  share  to  50  percent 
and  make  Federal  assistance  available 
only  when  a  State's  total  damages  are 
more  than  $1  per  capita^— for  Califor- 
nia this  represents  almost  $27  million. 

In  its  attempt  to  achieve  budget  sav- 
ings, the  Federal  Government  would 
once  again  saddle  State  and  local  gov- 
ernments with  an  unfair  burden  that 
would  undoubtedly  constrain,  and 
thus  jeopardize,  the  absolutely  essen- 
tial process  that  must  occur  after  the 
onslaught  of  a  natural  disaster. 

Since  1976,  Mr.  President,  California 
has  suffered  through  38  states  of 
emergency,  20  of  which  had  been  de- 
clared Federal  disasters  by  the  Presi- 
dent. The  total  amount  of  Federal  aid 
available  to  California  was  $288.7  mil- 
lion. Under  FEMA's  proposed  rule 
changes,  however,  only  10  of  these 
Presidentially  declared  disasters  would 
qualify  for  Federal  disaster  assistance. 
Since  1982,  these  figures  would  repre- 
sent a  loss  of  $117  million  in  qualifia- 
ble  Federal  disaster  assistance  to  Cali- 
fornia's communities. 

Mr.  President,  substantially  eroding 
this  public  assistance  to  devastated 
communities  and  towns  goes  against 
common  sense  because  many  small  lo- 
calities simply  do  not  have  the  tax 
base  to  completely  restore  the  millions 
of  dollars  in  public  investment  invest- 
ed over  years,  but  destroyed  by 
mother  nature  in  a  single  hour  or  day. 

It  would  appear  that  the  driving 
force  behind  these  regulations  is  the 
desire  of  FEMA  to  save  money  on  dis- 
aster relief.  Mr.  Presideat,  my  commit- 
ment to  deficit  reduction  is  overrid- 
ing—I do  not  support  spending  any- 
more than  is  necessary  for  disaster 
relief.  Nevertheless,  Federal  assistance 
in  times  of  disaster  is  a  basic  function 
of     government.     Congress     cannot 
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expect  local  communities,  flat  on  their 
backs  from  an  act  of  God,  to  at  least 
double  their  contribution  as  the  Fed- 
eral Government  retreats  from  its 
role. 

In  our  efforts  to  achieve  deficit  re- 
duction, I  would  continue  to  urge  Con- 
gress to  give  careful  consideration  to 
the  full  ramifications  of  the  cumula- 
tive impact  that  deficit  reduction  will 
have  on  local  governments. 

For  all  of  these  reasons,  I  support 
this  amendment  and  urge  my  col- 
leagues to  give  it  their  most  careful 
consideration. 

Mr.  MOYNIHAN.  Mr.  President.  I 
want  to  commend  my  colleagues  on 
the  Transportation  Subcommittee. 
Senators  Bentsen,  Bordick,  Syhms, 
and  our  chairman.  Senator  Stafford, 
for  assembling  an  excellent  highway 
bill.  I  believe  that  this  year's  bill 
offers  a  number  of  reforms  which  will 
strengthen  our  infrastructure  pro- 
grams, and  which  will  provide  neces- 
sary flexibility  to  the  States  to  allo- 
cate funds  to  projects  which  meet 
local  needs. 

The  Federal  Highway  Act  of  1986.  S. 
2405,  would  provide  $52  billion  from 
the  Highway  Trust  Fund  over  4  years 
for  use  by  States  on  interstate  high- 
ways, urban  and  secondary  roads, 
bridge  replacement  and  rehabilitation, 
as  well  as  funds  for  forest  highways. 
park  roads,  and  Indian  reservation 
roads.  Also  included  in  this  legislation 
Is  Federal  money  for  the  Federal 
Highway  Administration's  safety  re- 
search and  construction  programs. 

Of  the  approximately  $13  billion 
which  the  Highway  Act  will  provide 
nationally  per  year  for  4  years.  New 
York  State  will  receive  approximately 
5  percent  of  the  total.  It  will  receive 
approximately  30  percent,  or  $147  mil- 
lion of  the  Interstate  Substitute  Pro- 
gram; 10  percent,  or  $15  million,  of  the 
Bridge  Repair  Program,  and  8.4  per- 
cent, or  $63  million,  of  the  Federal  Aid 
Urban  Systems  Program. 

So  New  York  will  receive  a  goodly 
share  of  funds  from  this  legislation.  In 
fact.  New  York  receives  almost  $1  back 
for  every  dollar  it  pays  into  the  High- 
way Trust  Fund.  This,  in  contrast  to 
some  other  Federal  programs  where 
New  York  receives  less  than  its  fair 
share. 

NZW  YORK:  A  MODIX  FOR  THE  INTERSTATE 
SYSTEM 

New  York  State  built  its  thruway  on 
its  own,  during  the  administration  of 
Governor  Thomas  E.  Dewey.  The  New 
York  State  Thruway  is  the  first  true 
segment  of  the  Interstate  and  Defense 
Highway  System  which  was  conceived 
"on  President  Franklin  Roosevelt's 
watch.  It  was  built  as  a  toll  road. 
Then,  in  1956.  the  Interstate  System 
was  established  by  Congress  at  the 
urging  of  President  Eisenhower.  An  in- 
spired civil  engineer,  Bertram  D.  Tal- 
lamay,  having  built  the  thruway,  went 


from  Albany  to  Washington  to  build 
the  Nation's  system. 

With  this  difference:  for  the  rest  of 
the  Nation,  the  Interstate  was  to  be 
toll  free,  financed  by  gasoline  taxes. 
Driving  the  thruway.  New  Yorkers 
would  pay  tolls  for  the  construction  of 
their  part  of  the  system,  and  taxes  to 
build  the  rest. 

One  does  not  need  to  know  much  of 
the  economic  history  of  New  York  to 
know  the  pioneering  role  of  its  trans- 
portation system,  up  the  Hudson 
River,  and  across  to  the  great  inland 
lakes.  With  the  opening  of  the  Erie 
Canal  in  1825,  the  national  waterway 
transportation  system  was  begun. 
Next  came  the  second  railroad  west, 
and  now  the  first  postwar  superhigh- 
way. But,  set  in  our  ways— the  Erie 
Canal  had  been  financed  with  tolls, 
the  New  York  Central  Railroad  was 
privately  owned— we  failed  to  consider 
what  the  impact  of  toll  roads  might  be 
for  us,  and  toll-free  roads  elsewhere. 
The  Interstate  was  to  be,  after  all,  the 
largest  public  works  program  in  histo- 
ry. 

Charlie  Buckley,  a  New  Yorker,  was 
chairman  of  the  House  Committee  on 
Public  Works  in  1956.  It  would  have 
been  quite  manageable  for  him  to 
insist  that  the  Federal  Government 
assiune  the  cost  of  the  thruway.  It 
wasn't  done.  Not  until  1978  did  we  get 
any  legislative  relief— and  it  took  us  2 
years  to  accept  that.  Public  Law  95- 
599  provides  that  beginning  in  1996 
New  York  Federal  Thruway  tolls  will 
be  entirely  removed.  In  the  meantime, 
the  State  will  receive  $538  million  in 
maintenance  money.  But  40  years  of 
tolls  is  a  long  time. 

MASS  TRANSIT  PROVISIONS 

I  have  long  been  concerned  that  New 
York  in  particular  and  the  Northeast 
in  general  receive  an  adequate  return 
on  tax  dollars  contributed  to  the  Fed- 
eral Treasury.  Therefore,  I  was 
pleased  that  the  Environment  and 
Public  Worlis  Committee  agreed  to 
strike  section  129  of  the  Transporta- 
tion Subcommittee's  bill.  I,  with  Sena- 
tor Lautenberg,  cosponsored  the 
amendment  to  strike  the  provision. 
This  so-called  85  percent  minimum 
provision  would  have  allowed  i^ates  to 
raid  the  mass  transit  account,  funded 
by  1  cent  out  of  the  9  cents  per  gallon 
gasoline  tax. 

This  would  have  taken  money  from 
States  such  as  New  York,  with  the 
greatest  transit  needs,  and  transferred 
it  to  States  with  little  or  no  transit 
needs.  New  York  would  have  lost  more 
than  $80  million  in  the  first  year  if 
this  provision  became  law. 

So  whole  Federal  spending  for  tran- 
sit decreased  by  more  than  25  percent 
from  fiscal  year  1981  to  fiscal  year 
1987,  and  highway  expenditures  in- 
creased by  more  than  40  percent 
during  the  same  time  period,  this  pro- 
vision would  have  greatly  widened  this 
gap. 


Both  large  and  small  transit  systems 
are  increasingly  unable  to  meet  their 
financing  needs.  Maintenance  and 
needed  improvements  have  been  de- 
ferred. Service  has  been  cut.  Yet  the 
amendment  would  have  cut  discretion- 
ary capital  funding  for  a  number  of 
major  transit  systems  by  up  to  70  per- 
cent or  more.  It  would  have  taken 
away  well  over  $600  million  from  these 
systems  and  the  millions  of  passengers 
they  serve.  I  am  pleased  that  we  were 
able  to  thwart  this  unwise  provision. 

OTHER  PROVISIONS  OF  PARTICUIAR 
SIGNIFICANCE  TO  NEW  YORK 

This  legislation  contained  several 
other  amendments  that  I  sponsored 
which  are  of  special  interest  to  New 
York: 

Westway  funds.— This  legislation 
would  save  from  lapsing  approximate- 
ly $90  million  in  Federal  funds  origi- 
nally earmarked  for  Westway  rights- 
of-way  and  easements  so  that  they 
could  be  used  for  other  highway 
projects  in  New  York. 

Anti-apartheid  support.— This  provi- 
sion would  allow  State  and  local  gov- 
ernments to  give  contractual  prefer- 
ence to  firms  that  do  not  conduct  busi- 
ness with  South  Africa.  This  amend- 
ment allows  the  city  of  New  York  to 
implement  Local  Law  19,  which  per- 
mits the  awarding  of  contracts  to 
firms  exceeding  the  lowest  bid  by  as 
much  as  5  percent  if  they  do  not  con- 
duct business  with  the  apartheid 
regime  in  South  Africa.  The  city  itself 
would  absorb  the  cost  of  the  5-percent 
difference.  Without  the  amendment, 
the  U.S.  Department  of  Transporta- 
tion would  have  denied  Federal  funds 
for  contracts  that  were  not  awarded  to 
the  lowest  bidder. 

Fiber  optic  installation.— The  bill  in- 
cludes language  from  the  committee 
report  stating  that  the  committee  rec- 
ognizes the  important  economic  devel- 
opment opportunities  presented  by 
the  installation  of  fiber  optic  cabling 
along  interstate  rights-of-way,  and 
urging  the  Secretary  of  Transporta- 
tion to  permit  such  installation.  Re- 
cently, at  my  request,  the  U.S.  Depart- 
ment of  Transportation  allowed  a 
fiber  optic  cable  to  be  installed  along  a 
6-mile  portion  of  the  New  York  State 
Thruway.  To  enhance  high-speed  com- 
munications between  university  cen- 
ters, businesses  and  others,  I  have 
asked  Secretary  Dole  to  permit  simi- 
lar installations  along  the  rest  of  the 
thruway  and  throughout  the  country's 
Interstate  System. 

Highway  beautification.— The  legis- 
lation also  includes  provisions  that 
would  allow  States  using  Federal  high- 
way money  to  compensate  billboard 
owners  who  remove  their  signs  or,  in- 
stead of  cash  compensation,  allow  the 
depreciation  of  billboards  and  removal 
over  several  years.  The  amendment 
also  requires  the  State  to  promptly 
remove  illegal  billboards  or  face  reduc- 
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tion of  Federal  highway  aid  by  as 
much  as  5  percent.  The  amendment 
also  prohibits  cutting  of  trees  on  Fed- 
eral rights-of-way,  a  practice  some  bill- 
board operators  use  to  enhance  the 
visibility  of  their  signs. 

I  urge  my  colleagues  to  take  note  of 
the  fine  work  done  by  my  fellow  com- 
mittee members  and  ask  that  they 
support  the  passage  of  this  worthy 
legislation. 

Mr.  WIi;SON.  Mr.  President.  I  wish 
to  congratulate  the  distinguished  lead- 
ership for  their  heroic  efforts  to  get 
the  highway  bill  to  the  floor  for  con- 
sideration. The  importance  of  this  leg- 
islation to  California  cannot  be  over- 
dramatized.  The  $1  billion  in  highway 
funds  which  it  will  authorize  annually 
for  my  State  are  vital  to  construction 
and  maintenance  of  the  commercial 
lifelines  Califomians  rely  on  daily. 

Mr.  President,  I  take  this  opportuni- 
ty to  highlight  the  importance  of 
maintaining  a  strong  commitment  to 
completion  of  the  Interstate  Highway 
System.  Much  has  been  achieved  since 
the  program  was  inaugurated  some  30 
years  ago.  Though  close  to  completion, 
vital  segments  of  the  Interstate 
System  remain  to  be  built  and  I  am 
hopeful  that  Congress  will  maintain 
the  requisite  commitment,  through 
1992,  to  see  the  Interstate  System 
properly  finished. 

I  thank  Chairman  Stafford  for  in- 
cluding language  in  this  legislation 
raising  the  single  State  cap  on  the 
Emergency  Highway  Fund.  Both  the 
House  and  Senate  committees  were 
able  to  advance  this  provision  through 
the  surface  transportation  vehicle.  I 
appreciate  very  much  the  commitment 
of  the  chairman  to  see  this  provision 
adopted. 

I  am  pleased  to  see  billboard  removal 
provisions  included  in  this  legislation. 
My  association  with  the  effort  to  pre- 
serve open  spaces  along  highways  ex- 
tends more  than  a  decade.  I  believe 
that  the  decision  to  return  authority 
for  billboard  control  to  the  States  is  a 
good  one— the  effort  to  strengthen  the 
1965  Highway  Beautification  Act,  one 
long  overdue. 

Mr.  President,  the  committee  bill 
contains  a  basic  change  in  the  provi- 
sions regarding  funding  of  demonstra- 
tion projects.  I  understand  that  the 
chairman  and  his  committee  will  resist 
amendment  now  and  will  seek  to  per- 
suade House  colleagues  in  conference 
to  compel  the  funding  of  so-called 
demonstration  projects  from  the 
State's  formula  allocation  of  gas  tax 
funds  at  the  State's  discretion.  I  will 
only  say  to  the  chairman  that,  should 
a  compromise  with  the  House  instead 
continue  funding  demonstration 
projects  from  appropriated  nongas-tax 
funds,  there  are  a  number  of  projects 
in  California  which  are  deserving  of 
attention.  I  Itnow  that  the  chairman 
intends  to  resolve  this  matter  in  con- 
ference, and  I  would  seek  his  assur- 


ance that  where  possible  these 
projects  might  be  permitted  to  move 
forward. 

Mr.  SYMMS.  I  understand  the  inter- 
est of  my  colleague  from  California  in 
demonstration  projects  in  his  State 
and  will  attempt  to  resolve  this  issue 
in  conference. 

Mr.  WII^SON.  If  I  might  clarify  one 
further  point  with  the  distinguished 
floor  leader,  it  is  my  understanding 
that  S.  2405  requires  funds  for  demon- 
stration projects  to  be  taken  out  of  a 
State's  regular  apportionment  of  high- 
way formula  money,  but  that  the 
State  has  the  flexibility  to  use  what- 
ever Federal  aid  fimds  it  gets  to  fi- 
nance these  projects.  In  other  words, 
if  a  project  is  on  the  primary  system,  a 
State  would  not  be  forced  to  use  pri- 
mary fujids  to  pay  for  it,  but  could  use 
other  Federal  funds  to  finance  the 
project.  Am  I  correct  in  this  interpre- 
tation? 

Mr.  SYMMS.  The  distinguished  Sen- 
ator from  California  is  correct. 

Mr.  WILSON.  I  thank  the  chairman 
for  his  assurances  and  clarification  of 
this  point. 

TAUfADGE  BRIDGE 

Mr.  NUNN.  Mr.  President,  I  rise  to 
express  my  sincere  appreciation  to  the 
distinguished  managers  of  the  bill. 
Senators  Syhus  and  Bentsen,  and  the 
chairman  of  the  Environmental  and 
Public  Works  Committee,  Senator 
Stafford,  for  their  cooperation  in  ac- 
cepting an  amendment  to  the  Federal- 
Aid  Highway  Act  of  1986  which  is  of 
tremendous  significance,  not  only  to 
the  economy  of  my  State  of  Georgia, 
but  also  the  entire  Southeast  United 
States 

The  amendment,  which  my  col- 
league, Senator  Mattingly  and  I  have 
cosponsored,  would  provide  the  State 
of  Georgia  with  the  flexibility  to  ear- 
mark a  portion  of  its  regular  Federal 
highway  allocation  for  a  special  priori- 
ty project,  replacement  of  the  Eugene 
Talmadge  Memorial  Bridge  in  Savan- 
nah, GA.  Under  the  amendment's 
unique  financing  provision,  my  State— 
and  others  with  similar  high  priority 
projects— would  be  permitted  to  use 
their  regular  apportionment  from  the 
highway  trust  fund  for  special  projects 
mentioned  in  the  bill.  The  Talmadge 
Bridge  is  one  such  project. 

The  Georgia  State  Legislature  has 
already  acted  to  earmark  $36  million— 
40  percent — of  the  project's  $90  mil- 
lion total  cost.  However,  these  funds 
are  contingent  upon  congressional  ap- 
proval of  the  remaining  funds. 

The  role  of  Savannah  as  an  interna- 
tional transportation  center  is  an  es- 
tablished and  growing  one.  As  the 
leading  foreign  commerce  port  on  the 
U.S.  South  Atlantic,  Savannah  gener- 
ates over  30,000  port  service  and  user 
jobs  in  the  State  of  Georgia  alone, 
with  thousands  more  throughout  the 
entire    Southeast.    The    benefits    in 


terms  of  tax  revenues  and  economic 
impact  are  immense. 

Studies  undertaken  by  the  Universi- 
ty of  Georgia  demonstrate  that  in  a 
period  from  now  until  the  year  2010, 
the  height  constraint  of  the  Talmadge 
Bridge  will  cost  the  State  an  estimated 
$2.5  billion  in  lost  personal  income, 
$1.3  billion  in  lost  retail  sales,  and 
$149  million  in  lost  State  and  local  tax 
revenue.  Further,  the  number  of  lost 
jobs  range  from  105  in  1981  to  1,625  in 
the  year  2010.  These  figures  will  only 
worsen  if  nothing  is  done  to  improve 
the  situation. 

The  vertical  clearance  of  the  bridge 
also  poses  a  clear  and  present  danger 
to  navigation  of  the  larger  classes  of 
vessels  seeking  to  access  the  inner 
reaches  of  the  Savannah  Harbor.  An 
incident  involving  the  vessel  AdmiraX 
William,  M.  Callaghan  graphically  dis- 
plays this  safety  problem.  In  the 
summer  of  1983,  in  an  attempt  to  ex- 
pedite the  loading  of  military  equip- 
ment during  an  Army  rapid  deploy- 
ment exercise,  the  Callaghan  collided 
with  the  Talmadge  Bridge,  tearing  out 
the  understructure  and  rendering  the 
bridge  useless  for  90  days. 

Mr.  I*resident,  while  this  amend- 
ment does  not  provide  any  new  funds 
for  replacement  of  the  Talmadge 
Bridge,  it  is  nevertheless  a  step  in  the 
right  direction.  I  am  encouraged  that, 
with  adoption  of  this  amendment,  the 
Talmadge  Bridge  replacement  project 
is  included  in  both  the  House-  and 
Senate-passed  versions  of  the  Federal- 
Aid  Highway  Act  of  1986.  It  is  my  sin- 
cere hope  that  conferees  will  seriously 
consider  the  merits  of  this  project  and 
decide  to  fund  it. 

Again,  Mr.  President,  I  appreciate 
the  willingness  of  the  distinguished 
managers  of  this  legislation  to  accom- 
modate us  in  this  matter. 

Mr.  ABDNOR.  Mr.  President,  I  am 
particularly  gratified  and  pleased  that 
the  bill  we  now  have  before  us,  the 
highway  bill,  does  not  contain  pork- 
barrel  projects  which  rob  the  highway 
trust  fund  and  all  States  which  don't 
play  pork-barrel  politics. 

As  my  colleagues  are  aware,  the 
issue  of  pork-barrel  demonstration 
projects  has  been  Jin  issue  with  which 
Congress  has  wrestled  for  years.  Two 
years  ago,  over  $18  billion  in  highway 
funds  were  stalled  in  Congress  because 
Members  of  the  House  and  Senate 
went  on  a  "feeding  frenzy"  and  at- 
tached several  billion  dollars'  worth  of 
pork-barrel  projects  to  a  simple  bill 
which  was  needed  to  release  desperate- 
ly needed  highway  funds  to  States. 

Because  of  these  porkish  projects, 
road  repair  and  construction  in  our 
States  slowed  down  and  in  some  cases 
halted,  the  highway  construction  In- 
dustry was  crippled,  and  the  motoring 
public  was  cheated  out  of  the  benefits 
of  their  gas-tax  payments. 
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I  am  proud  to  say  that  it  was  I  who 
broke  the  logjam  which  had  stalled 
the  release  of  highway  funds.  Very 
simply,  I  offered  an  amendment  in 
committee  which  stripped  all  pork- 
barrel  projects  out  of  the  bill.  Due  to 
my  amendment  suid  the  growing  pres- 
sure from  States,  the  construction  in- 
dustry, and  the  motoring  public,  the 
House  was  embarrassed  into  doing  the 
same. 

This  spring  as  the  Environment  and 
Public  Works  Committee  was  consider- 
ing this  bill.  I  informed  my  colleagues 
that  I  would  offer  an  amendment  to 
strip  any  demonstration  projects 
which  were  included  in  this  bill.  I  then 
proposed  to  Senator  Symms,  chairman 
of  the  Transportation  Subcommittee, 
that  we  could  resolve  this  issue  by 
placing  language  in  the  bill  which 
mandated  that  funding  for  any  dem- 
onstration projects  must  come  from  a 
State's  regular  apportionment  of 
funds.  Thus,  no  State  gets  more  than 
it  deserves,  the  integrity  of  the  high- 
way trust  fund  is  preserved,  and 
State's  which  don't  participate  in 
pork-barrel  politics  aren't  short- 
changed. That  language  was  included 
in  this  bill. 

Unfortunately,  the  Houe  of  Repre- 
sentatives still  is  engaged  in  pork- 
barrel  politics.  In  its  bill  it  has  includ- 
ed several  billion  dollars'  worth  of 
demonstration  projects.  It  is  my  inten- 
tion to  fight  to  keep  the  Senate  lan- 
guage in  conference  with  the  House 
and  I  hope  that  all  Senate  conferees 
will  vow  to  do  the  same. 

Mr.  ABDNOR.  Mr.  President,  I 
would  like  to  voice  my  opposition  to 
the  section  in  the  highway  bill  dealing 
with  highway  beautification.  In  my  es- 
timation, the  provisions  contained  in 
this  bill  would  be  devastating  to  the 
small  tourism-related  businesses,  res- 
taurants, hotels  and  motels,  camp- 
grounds, and  other  businesses  which 
rely  on  the  motoring  public  for  their 
economic  welfare. 

When  the  Environmental  and  Public 
Works  Committee  considered  includ- 
ing the  highway  beautification  provi- 
sions in  this  bill.  I  voiced  my  strong 
objections  and  concerns.  I  think  it  is 
safe  to  say  that  I  was  the  outspoken 
opponent  to  the  billboard  amendment 
offered  by  our  distinguished  chairman. 
Senator  Stafford,  our  ranking 
member.  Senator  Bentsen,  and  others. 
Unforttmately,  opponents  of  the  bill- 
board amendment  lost  that  vote  9  to  4. 
I  l)elieve  the  chairman's  motives 
were  and  are  well-intentioned  but  I 
must  point  out  how  devastating  his 
amendment  will  be  to  the  tourism  in- 
dustry, small  and  large  tourism  busi- 
nesses, hotel  owners,  campground 
owners,  cafe  and  restraurant  owners, 
and  others  who  rely  upon  outdoor  ad- 
vertising. 

There  are  four  parts  to  this  amend- 
ment which  I  find  most  objectionable. 
First,  the  provisions  would  allow  no 


new  sign  erections  in  commercial  or  in- 
dustrial areas  whether  zoned  or  un- 
zoned.  In  order  to  comply  with  the  ex- 
isting Highway  Beautification  Act, 
States  already  have  severely  restricted 
the  locations  where  conforming  bill- 
boards can  be  erected. 

For  instance,  in  my  home  State  of 
South  Dakota,  only  8.7  percent  of  the 
frontage  of  our  rural  interstate  is  rec- 
ognized as  acceptable  for  the  erection 
of  billboards,  even  if  zoned  commercial 
or  industrial.  To  allow  for  conforming 
signs  to  be  erected  as  nonconforming 
signs  are  removed  would  impose  a  tre- 
mendous burden  on  South  Dakota  and 
other  States.  The  provisions  in  this 
amendment  would  have  a  devastating 
short-  and  long-term  economic  impact 
on  tourism  and  roadside  businesses 
which  rely  heavily  on  outdoor  adver- 
tising. 

Second,  I  object  to  the  use  of  Feder- 
al-aid construction  funds  for  the  ac- 
quisition and  removal  of  signs.  I 
strongly  oppose  the  use  of  highway 
funds  for  purposes  other  than  the  con- 
struction and  maintenance  of  high- 
ways. Utilizing  funds  badly  needed  to 
maintain  the  Nation's  highways  for 
social  purposes  such  as  billboard  re- 
moval is  not  in  the  best  interest  of  our 
citizens. 

Third,  I  object  to  the  maimer  in 
which  these  provisions  were  pro- 
posed—without any  hearings  and  with- 
out giving  all  parties  the  opportunity 
to  testify.  A  proposal  so  drastic  which 
would  affect  thousands  of  business 
owners  across  the  country  should  only 
be  considered  after  they  have  had  the 
opportunity  to  testify  and  voice  their 
concerns.  No  hearings  have  been  held 
on  the  changes  made  by  section  117, 
the  thousands  of  legitimate  business 
owners  whose  economic  livelihood  is  at 
stake  haven't  been  given  the  opportu- 
nity to  testify,  and  those  of  us  on  the 
Environment  and  Public  Worlts  Com- 
mittee and  in  the  Senate  haven't  been 
afforded  the  chance  to  hear  their  con- 
cerns. 

Fourth,  and  finally,  I  resent  that 
once  again  the  Federal  Government  is 
dictating  to  States  what  they  can  and 
cannot  do.  Supporters  of  section  117 
argue  that  it  is  pro-States'  rights— 
that  it  gives  control  to  States.  I  realize 
fully  that  the  intent  is  to  give  States 
more  flexibility  in  removing  billboards 
if  they  so  choose,  but  how  about  in  a 
reverse  scenario?  Do  we  allow  States 
to  erect  billboards  if  they  so  choose? 
Does  this  amendment  mean  that 
States  will  have  the  authority  to 
decide  for  themselves  if  they  want  bill- 
boards or  not?  Unfortunately,  the 
answer  to  these  questions  is  a  resound- 
ing no. 

Under  the  provisions  contained  in 
section  117,  the  Federal  Government 
will  continue  to  dictate  outdoor  adver- 
tising policy  to  States.  Those  who 
make  a  States'  rights  argument  in  sup- 
port of  these  provisions  should  stop 


kidding  themselves.  Section  117 
doesn't  give  States  rights.  It  is  Just  a 
continuation  of  policy  by  big  brother— 
the  Federal  Government. 

Mr.  President.  I  once  again  express 
my  adamant  opposition  to  section  117 
of  this  bill  and  vow  to  try  to  make 
changes  in  this  section  when  Senate 
and  House  conferees  meet.  If  the  pro- 
visions in  section  117  aren't  changed.  I 
fear  that  the  tourism  businesses,  res- 
taurants, motels,  campgrounds,  and 
other  small  business  owners  that 
depend  on  outdoor  advertising  will  be 
forever  injured. 

Mr.  DOLE.  Mr.  President,  I  hope  we 
might  be  on  this  bill  tomorrow  at  10 
o'clock.  If  there  is  no  objection,  I  ask 
unanimous  consent  that  at  10  a.m.  to- 
morrow, the  Senate  resume  consider- 
ation of  S.  2405,  the  highway  bill. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOLE.  I  understand  that  there 
is  no  disagreement,  that  we  could  start 
with  the  Cochran  amendment,  1  hour 
equally  divided,  if  it  is  agreeable  to  the 
managers  on  each  side. 

Mr.  SYMMS.  That  is  agreeable  with 
this  manager. 

Mr.  BURDICK.  It  is  agreeable  with 
the  minority. 

D  2340 

Mr.  BYRD.  Mr.  President,  will  the 
distinguished  majority  leader  include 
in  his  request  that  no  other  amend- 
ments be  in  order  to  that  amendment? 

Mr.  DOLE.  I  include  that  in  my  re- 
quest. 

Mr.  MOYNIHAN.  I  did  not  quite 
hear  what  was  the  agreement. 

Mr.  DOLE.  One  hour,  equally  divid- 
ed, on  the  Cochran  amendment  which 
is  a  Buy  America  amendment  on 
cement,  that  there  be  no  other  amend- 
ment in  order  to  the  amendment. 

Mr.  MOYNIHAN.  To  that  amend- 
ment? 

Mr.  DOLE.  To  that  amendment. 

Mr.  MOYNIHAN.  I  understand. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOLE.  Mr.  President,  that  will 
give  us  something  to  start  on  in  the 
morning  at  10  o'clock.  I  advised  Sena- 
tor Cochran  to  be  here  at  10  o'clock. 
We  will  probably  come  in  at  9:30  a.m. 
tomorrow. 

We  would  hope  those  who  have  spe- 
cial orders  will  let  us  try  to  work  those 
out  during  the  day  because  it  is  really 
pretty  hard  to  stay  here  to  midnight 
every  night  and  spend  an  hour  in  the 
morning  on  special  orders.  We  will  try 
to  accommodate  all  Senators  through- 
out the  day  tomorrow,  those  who  have 
special  orders. 

I  am  advised  that  the  distinguished 
Senator  from  Wyoming,  Senator 
Wallop,  will  contact  the  Senator  from 
New  York  in  the  morning  and  see  if 
there  is  some  way  to  resolve  the  prob- 
lem. 
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Mr.  MOYNIHAN.  I  ah)  happy  to 
talk  with  my  friend. 
Mr.  DOLE.  I  thank  the  Senator. 
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ROUTINE  MCmNING  BUSINESS 

Mr.  £>OLE.  Mr.  President.  I 
unanimous  consent  that  there  now  be 
a  period  for  the  transaction  of  routine 
morning  business  not  to  extend 
beyond  11:55  p.m. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


SHULTZ  LETTER  ON  ARMS 
CONTROL  AND  OTHER  ISSUES 

SHTn,TZ  LETTCH  rOCUSES  ON  ARMS  COIfTROL 
ISSUES 

Mr.  DOLE.  Mr.  President,  I  want  to 
share  with  the  Senate  a  letter  which  I 
just  received  from  Secretary  Shultz, 
dealing  with  a  large  number  of  very 
important  issues  addressed  in  this 
year's  DOD  authorization  bills.  I 
would  commend  the  letter,  especially, 
to  the  members  of  the  Senate  Armed 
Services  Committee,  who  are  in  the 
process  of  conferencing  this  legisla- 
tion. 

In  this  letter,  the  Secretary  sounds  a 
loud  alarm  bell  about  a  niunber  of  pro- 
visions in  either  the  Senate  or  House 
versions  of  the  bill— particularly  provi- 
sions dealing  with  nuclear  testing, 
SALT  II,  SDI  funding,  allied  participa- 
tion in  SDI,  chemical  weapons  mod- 
ernization and  Asat. 

SHULTZ  MAKES  COMPELUNG  CASE 

While  there  may  be  one  or  two 
points  in  the  letter  on  which  I  would 
take  issue  with  the  Secretary,  I  am 
fully  in  agreement  with  him  on  almost 
all  of  his  positions.  Above  all,  I  abso- 
lutely agree  with  his  two  main  points: 
That  this  Congress  ought  to  support 
the  general  thrust  of  the  President's 
national  security  policies,  which  have 
done  so  much  for  the  country;  and 
that  this  is  the  time,  above  all  other 
times,  that  we  ought  to  rally  behind 
the  President  and  avoid  undercutting 
him— since  for  the  first  time  we  may 
be  getting  down  to  the  kind  of  serious 
arms  control  talks  that  the  President's 
policies  have  made  possible. 

If  this  Congress  ends  up  legislating 
the  positions  that  the  House  has 
passed  or  is  contemplating  on  nuclear 
testing,  forced  compliance  with  SALT 
II  and  a  ban  on  all  Asat  tests;  if  we  go 
through  with  such  Senate  provisions 
as  the  one  which  cuts  our  allies  totally 
out  of  the  SDI  R&D  effort;  if  we 
emasculate  the  SDI  Program  by  au- 
thorizing unrealistlcally  low  levels  of 
funding— then  we  have  done  two 
things.  First,  we  have  almost  guaran- 
teed a  Presidential  veto  and  gotten 
ourselves  In  one  of  those  unhealthy 
and  messy  end-of-the-sesslon  situa- 
tions where  we  all— the  President  and 
the  Congress  alike— will  probably 
come  out  losers.  And,  far  more  Impor- 
tant,  we   may   be  compromising  the 


best  chance  we  have  had  in  a  decade 
for  meaningful  progress  on  nuclear 
arms  control  and  reductions. 

CONGRESS  OUGHT  TO  SUPPORT  PRESIDENT 

Mr.  President,  it  boils  down  to  these 
three  simple  propositions.  We  have 
one  President,  who  is  supposed  to 
speak  for  us  all  in  setting  U.S.  national 
security  policy.  That  President  has 
done  an  outstanding  job  of  advancing 
our  national  security  Interests  and  set- 
ting the  stage  for  potential  progress 
on  arms  control.  And  that  President 
deserves  the  strong  support  of  this 
Congress  in  finishing  off  the  job  he 
has  so  ably  begun. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  full  text  of  the  Secre- 
tary's letter  to  me  be  printed  in  the 
Recoro,  and  I  strongly  urge  all  Sena- 
tors to  give  it  their  most  thoughtful 
attention. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

The  Secretary  of  State, 
Washington,  September  19,  1986. 
Hon.  Robert  Dole, 
U.S.  Senate. 

Dear  Bob:  The  foremost  responsibility  of 
every  Administration  is  to  ensure  the  na- 
tional security.  This  Administration,  with 
the  cooperation  and  support  of  the  Con- 
gress and  the  American  people,  has  devel- 
oped a  comprehensive  framework  for  peace 
and  security.  This  frameworli  is  based  on  a 
strong  national  defense,  a  vigorous  pursuit 
of  genuine  arms  control  to  bring  about  real 
and  stabilizing  reductions  in  nuclear  weap- 
ons, and  exploration  of  the  possibility  of  de- 
veloping an  alternative  to  our  total  reliance 
on  the  threat  of  nuclear  retaliation  as  the 
basis  of  deterrence. 

Our  comprehensive  framework  has  served 
as  well.  We  are  today  a  stronger,  more  confi- 
dent nation.  The  Soviets  have  come  to  un- 
derstand that  we  are  not  going  to  disarm 
unilaterally;  they  have  returned  to  the  bar- 
gaining table  for  negotiations  in  a  variety  of 
fora. 

At  the  same  time,  we  have  strengthened 
the  NATO  Alliance.  Western  unity  is  essen- 
tial to  our  efforts  to  maintain  collective  se- 
curity and  to  negotiate  effectively  with  the 
Soviet  Union.  This  unity— all  the  more  re- 
markable given  real  differences  on  economic 
issues  and  differing  perspectives  on  impor- 
tant issues  such  as  how  best  to  deal  with 
international  terrorism— should  not  lightly 
be  put  in  jeopardy.  That,  however,  would  be 
precisely  the  effect  of  amendments  to  the 
DOD  Authorization  Bill  which  would  arbi- 
trarily change  the  rules  on  the  Allies  in  two 
politically  sensitive  areas:  SDI  participation 
and  chemical  weapons  modernization. 

We  remain  hopeful  that  the  arms  control 
process  can  now  be  given  some  momentum. 
The  Soviets  for  the  first  time  have  made 
proposals  for  actual  reductions  in  strategic 
nuclear  weapons.  While  these  proposals  are 
still  tied  to  unacceptable  definitions  and 
conditions,  they  offer  the  potential  for 
reaching  agreements  which  would  be  in  the 
interest  of  both  East  and  West.  As  the 
President  noted  during  his  June  19  address 
at  Glassboro,  this  could  be  a  moment  of  op- 
portunity for  real  arms  reductions  and  a 
turning  point  in  the  U.S.-Soviet  relation- 
ship. It  is  In  this  spirit  that  the  President 
wrote  to  General  Secretary  Gorbachev  in 
July,  with  new  U.S.  arms  control  proposals. 


Now,  this  is  all  at  risk.  The  effect  of  some 
Congressional  actions  would  be  to  upset  this 
framework,  despite  its  obvious  success  in 
strengthening  deterrence  and  in  bringing 
the  Soviets  back  to  the  bargaining  table. 

The  Conference  Committee  on  the  Fiscal 
Year  1987  Department  of  Defense  Authori- 
zation Bill  is  facing  decisions  of  historic  pro- 
portions, decisions  which  will  have  serious 
implications  for  the  security  of  this  country. 
Fundamentally,  the  Conference  must  decide 
whether  we  will  support  a  strong  national 
defense  which  has  enabled  us  to  bargain 
with  the  Soviets  from  a  position  of  confi- 
dence and  strength,  or  whether  we  will  un- 
dermine the  positions  of  our  negotiators  by 
giving  the  Soviets,  without  any  requirement 
for  reciprocity,  what  they  have  been  unable 
to  achieve  through  negotiations  in  Geneva. 

I  would  like  to  comment  specifically  on 
some  of  the  major  arms  control  issues  under 
consideration: 

Nuclear  Testing:  We  strongly  oppose  nu- 
clear testing  limitations.  Such  limits  are  not 
in  the  security  interest  of  the  U.S.  or  our 
friends  and  allies.  Nuclear  weapons  will 
remain  for  the  foreseeable  future  a  key  ele- 
ment of  our  deterrent.  As  long  as  we  must 
rely  on  nuclear  weapons  to  deter  aggression, 
some  testing  will  continue  to  be  required  to 
ensure  the  continued  reliability,  safety  and 
effectiveness  of  these  weapons. 

Moreover,  the  Threshold  Test  Ban  Treaty 
and  the  Peaceful  Nuclear  Explosions 
Treaty,  as  currently  drafted,  lack  adequate 
provisions  for  verification.  Our  highest  pri- 
ority in  the  area  of  nuclear  testing  limita- 
tions is  reaching  agreement  on  essential  im- 
provement of  these  verification  provisions. 
We  hope  that  the  ongoing  expert-level  dis- 
cussions wiU  lead  to  the  needed  improve- 
ment of  these  treaties  so  they  can  be  sub- 
mitted to  the  Senate  for  ratification.  Impo- 
sition of  arbitrary  and  unveriflable  testing 
limits  now  would  seriously  undercut  these 
efforts. 

SALT  II:  The  Administration  opposes  leg- 
islation requiring  future  decisions  on  the 
levels  of  our  strategic  forces  to  be  made  on 
the  basis  of  selected  provisions  of  a  flawed 
and  expired  treaty,  which  the  Soviets  are 
violating.  Rather,  the  Administration  be- 
lieves that  future  U.S.  decisions  regarding 
our  strategic  force  structure  must  reflect 
the  nature  and  magnitude  of  the  threat 
posed  by  the  Soviet  Union  and  the  need  to 
maintain  a  credible  strategic  deterrent.  En- 
actment of  such  legislation  would  jeopardize 
necessary  modernization  of  the  U.S.  strate- 
gic deterrent  and  would  signal  the  Soviets 
that  they  need  not  take  seriously  their  arms 
control  obligations  and  commitments,  th%t 
they  can  pick  apari  arms  control  agree- 
ments and  discard  limitations  they  find  in- 
convenient. 

Such  legislation  would  also  undercut  the 
President's  May  27  decision  on  U.S.  interim 
restraint  policy  which  seeks  to  substitute  a 
truly  mutual  framework  of  restraint  for  one 
which  was  not  worlung.  As  the  President 
has  made  clear,  the  U.S.  will  continue  to  ex- 
ercise utmost  restraint,  seeking  to  meet  our 
strategic  needs  by  means  that  minimize  in- 
centives for  a  continued  Soviet  buildup.  As- 
suming no  significant  change  in  the  threat 
we  face,  "we  will  not  deploy  more  strategic 
nuclear  delivery  vehicles  or  more  strategic 
ballistic  missile  warheads  than  the  Soviet 
Union.  Of  course,  no  policy  of  Interim  re- 
straint can  become  an  adequate  substitute 
for  an  agreement  on  deep,  equitable  and  ef- 
fectively verifiable  reductions  in  offensive 
nuclear  arms.  Such  reductions  remain  our 
top  arms  control  priority. 
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SDI  Funding:  SDI  is  a  crucial  element  of 
our  national  security  policy  in  responding  to 
the  Soviet  strategic  threat.  It  offers  the 
only  hope  of  moving  the  world  away  from 
dei>endence  on  threats  of  destruction  to 
deter  war.  Significant  reductions  in  funding 
would  signal  to  the  Soviets  a  lack  of  resolve. 
After  five  rounds  of  stalemate  at  Geneva 
due  to  the  unwillingness  of  the  Soviet 
Union  to  acluiowledge  their  own  commit- 
ment to  strategic  defense  and  their  long- 
standing activities  in  this  area,  we  finally 
are  making  progress. 

We  have  sent  General  Secretary  Gorba- 
chev a  new  proposal  designed  to  allay  the 
Soviets'  professed  concerns  and  fully  pro- 
tect our  SDI  program.  It  would  also  facili- 
tate movement  toward  what  other  arms  con- 
trol agreements  have  never  delivered— real 
nuclear  arms  reductions— and  agreement  on 
a  transition  to  a  safer  world  based  on  the  in- 
troduction of  effective  strategic  defenses, 
should  they  prove  feasible. 

Allied  Participation  in  SDI:  We  oppose  re- 
strictions on  Allied  participation  in  SDI  as 
contained  in  the  Senate  bill.  U.S.  and  Allied 
security  are  indivisible.  The  SDI  program 
reflects  this  fact.  In  March,  1985,  Secretary 
Weinberger  invited  18  of  our  friends  and 
allies  to  participate  in  SDI  research.  We 
have  reached  agreement  with  the  govern- 
ments of  Great  Britain.  West  Germany,  and 
Israel  on  SDI  participation,  and  we  expect 
to  sign  a  similar  agreement  with  Italy  soon. 
Moreover,  the  Japanese  government  decided 
on  September  9  that  Japanese  participation 
in  SDI  research  will  further  enhance 
mutual  cooperation  under  the  Japan-United 
States  Security  Treaty  and  decided  to  begin 
consultation  with  us  to  work  out  the  modali- 
ties of  participation.  The  Senate  amend- 
ment would  totally  undercut  our  friends  in 
all  these  countries. 

Beyond  this,  the  amendment  is  pure  pro- 
tectionism—always a  short-sighted  policy, 
but  especially  dangerous  when  it  involves 
the  national  security.  This  amendment 
would  cheat  American  taxpayers  by  restrict- 
ing our  ability  to  award  SDI  contracts 
through  open,  competitive  procurement. 
Moreover,  by  foreclosing  our  ability  to  take 
advantage  of  Allied  technical  expertise,  the 
amendment  would  slow  progress  in  SDI  re- 
search and  increase  costs.  Also,  this  amend- 
ment would  undermine  our  efforts  to  secure 
better  Allied  cooperation  in  defense  mat- 
ters. 

Chemical  Weapons  Modernization:  The 
Administration  opposes  legislation  which 
would  delay  the  procurement  of  binary 
-themical  weapons  and  require  the  deploy- 
ment of  binary  weapons  to  Europe  to  re- 
place unitary  weapons  there.  A  legislative 
requirement  for  such  deployment,  which 
General  Rogers,  among  others,  has  said  is 
unnecessary,  would  send  a  disturbing  signal 
to  our  European  Allies  and  would  serve  to 
erode  their  confidence  in  steady  American 
leadership.  It  would  leave  an  impression 
akin  to  that  generated  during  the  neutron 
bomb  crisis  that  the  commitments  already 
taken  by  NATO  Allies  at  some  political  cost 
are  not  appreciated  or  recognized  by  the 
U,S. 

Partially  as  a  result  of  American  resolve 
to  modernize  its  aging  retaliatory  stockpile, 
we  and  the  Soviets  have  made  some 
progress  this  summer  toward  the  achieve- 
ment of  a  comprehensive  and  effectively 
verifiable  global  ban  on  chemical  weapons. 
Lack  of  resolve  to  move  ahead  with  our 
chemical  weapons  modernization  program 
as  scheduled  would  not  only  prolong  our  in- 
adequate deterrent  posture  in  this  area,  but 


would  also  send  mixed  signals  to  the  Geneva 
negotiations  resulting  in  further  Soviet  in- 
transigence in  negotiating  effective  verifica- 
tion measures  for  the  global  elimination  of 
these  weapons— our  foremost  goal. 

Asat:  The  Administration  opposes  House 
legislation  which  would  continue  a  morato- 
rium on  tests  against  objects  in  space.  Our 
ASAT  program  is  critical  to  denying  the  So- 
viets the  unilateral  use  of  sophisticated 
space-based  systems  to  target  our  land  and 
sea  forces  in  times  of  conflict.  More  impor- 
tantly, our  ASAT  program,  even  though  it  is 
still  in  the  testing  stage,  is  the  only  near 
term  deterrent  to  the  Soviet  ASAT,  which  is 
already  operational.  We  should  not  help  the 
USSR  achieve  its  goal  of  avoiding  a  U.S. 
ASAT  threat  while  maintaining  its  own 
fully  operational  capability. 

In  addition  to  the  arms  control  provisions 
of  this  bill,  there  are  other  foreign  policy 
issues  of  serious  concern  to  the  Administra- 
tion: 

Foreign  Missions  Act  Amendment'  This 
Senate  amendment  is  unacceptable.  It 
would  render  meaningless  an  important 
asi>ect  of  our  policy  of  differentiation 
among  Eastern  Bloc  countries.  The  amend- 
ment would  invite  retaliatory  me^ures  by 
the  affected  countries  and  could,  in  the  end, 
seriously  impair  the  entire  range  of  our  dip- 
lomatic, consular,  cultural,  and  intelligence 
activities  in  Eastern  Europe.  The  amend- 
ment would  also  adversely  affect  our  flexi- 
bility in  dealing  with  Cuba. 

Nicaragua:  A  House  provision  would  pro- 
hibit the  introduction  of  U.S.  troops  into 
combat  in  Nicaragagua.  except  under  cer- 
tain specified  conditions.  We  opoose  this 
amendment  which  would  unduly  limit  the 
President's  constitutional  authority  as  Com- 
mander-in-Chief to  respond  in  a  timely 
manner  to  events  which  in  his  judgment  re- 
quire the  expenditious  use  of  U.S.  armed 
forces  in  order  to  stabilize  a  crisis  situation. 
We  believe  that  concerns  expressed  by 
this  amendment  have  been  addressed  by  the 
war  powers  resolution.  While  we  do  not  be- 
lieve that  the  withdrawal  provisions  of  the 
war  powers  resolution  are  constitutional,  we 
do  believe  that  the  reporting  and  consulta- 
tion provisions  of  the  act  ensure  adequate 
congressional  involvement  in  the  deploy- 
ment of  U.S.  armed  forces  abroad. 

Burden  Sharing  Amendment  to  the  Mili- 
tary Construction  bill:  The  Administration 
shares  Congressional  concern  that  our  allies 
bear  their  fair  share  of  the  defense  burden. 
However,  this  amendment  creates  a  duplica- 
tive Congressional  reporting  requirement 
for  DOD  without  advancing  this  objective. 
We.  therefore,  oppose  this  amendment. 

NATO  Arms  Cooperation:  The  Adminis- 
tration strongly  supports  inclusion  of  re- 
quested funds  for  NATO  cooperative  re- 
search and  development  as  contained  in  the 
Senate  bill.  This  FY  1986  initiative  of  Sena- 
tor Nunn  deserves  continued  support  be- 
cause of  its  contribution  to  increased  ration- 
alization, standardization  and  interoperabil- 
ity. 

There  is  also  a  jurisdictional  matter  which 
affects  foreign  policy: 

Executive  Branch  Jurisdiction  on  Nuclear 
Proliferation:  The  Senate  version  of  the  bill 
would  allow  the  Secretary  of  Defense  to 
have,  upon  request,  all  information  regard- 
ing nuclear  proliferation  matters  which  the 
Secretaries  of  Energy  and  State  may  have. 
This  provision  is  an  intrusion  by  Congress 
into  the  management  of  the  Executive 
Branch.  The  Department  of  State  regards 
the  provision  as  wholly  inappropriate  and 
strongly  opposes  this  legislation.  I  am  com- 


mitted, and  I  will  assure,  that  the  i:>epart- 
ment  of  State  will  share  with  the  Depart- 
ment of  Defense  all  Information  necessary 
for  it  to  fulfill  effectively  its  responsibilities 
in  the  nuclear  area. 

As  I  have  noted  in  this  letter,  many  of  the 
provisions  in  this  legislation  are  a  threat  to 
the  foreign  policy  and  national  security  in- 
terests of  this  country.  I  ask  you  to  use  your 
influence  to  bring  about  responsible 
changes  to  this  legislation. 

The  Office  of  Management  and  Budget 
advises  that  from  the  standpoint  of  the  Ad- 
ministration's program  there  is  no  objection 
to  the  submission  of  this  report. 
Sincerely  yours, 

George  P.  Shultz. 


THE  GENERAL  REVENUE 
SHARING  PROGRAM 

Mr.  HEPLIN.  Mr.  President,  I  rise  to 
voice  my  strong  support  for  legislation 
to  reauthorize  the  General  Revenue 
Sharing  Program. 

When  the  House  Appropriations 
Conunittee  marked  up  the  continuing 
resolution  for  fiscal  year  1987,  a  provi- 
sion was  adopted  to  fund  revenue 
sharing  for  an  additional  year  at  a 
level  of  $3.4  billion. 

A  bill  is  also  pending  on  the  legisla- 
tive calendar  to  reauthorize  this  im- 
portant program  at  its  current  author- 
ization level  of  $4.6  billion  per  year  for 
another  3  years,  but  the  Senate  ver- 
sion of  the  legislation  is  still  pending 
in  the  Financial  Committee.  The 
Senate  measure  extends  revenue  shar- 
ing for  local  governments  through 
fiscal  year  1991. 

I  am  a  joint  sponsor  of  the  Senate 
legislation  and  I  call  upon  each 
Member  of  the  Senate  to  join  me  right 
now  in  talcing  an  affirmative  stand  to 
pass  this  revenue  sharing  bill. 

If  we  do  not  extend  the  Revenue 
Sharing  I*rogram  before  the  end  of 
this  fiscal  year,  the  immediate  result 
will  be  huge  increases  in  property 
taxes  and  sharp  cuts  in  basic  public 
services  back  home.  Without  revenue 
sharing,  many  counties,  cities  and 
townships  across  this  great  Nation 
would  have  little  hope  of  improving 
their  educational  systems  or  maintain- 
ing the  infrastructure  that  is  neces- 
sary for  economic  growth. 

Since  the  Revenue  Sharing  Program 
began  in  1972,  it  has  been  an  integral 
part  of  a  long-range  plan  to  return 
government  control  to  the  people 
through  their  local,  city  and  coimty 
governments.  In  fact,  it  has  served  as 
the  Government's  most  effective  vehi- 
cle for  returning  Federal  tax  dollars  to 
our  local  communities  to  be  used  by 
these  local  units  of  governments  to 
meet  the  needs  of  the  people  of  the 
cities,  towns,  and  counties. 

At  present  levels,  counties  and  mu- 
nicipalities in  my  home  State  of  Ala- 
bama receive  $70  million  in  revenue 
sharing  funds,  money  which  is  used  to 
provide  valuable  services  to  the  citi- 
zens. Without  the  Revenue  Sharing 
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Program,  our  local  governments  will 
find  it  impossible  to  maintain  their 
present  level  of  services  without  any 
increase  in  revenues  from  other 
sources.  While  I  vigorously  support 
the  efforts  of  Congress  to  reduce  the 
Federal  deficit,  it  is  my  firm  belief 
that  It  will  not  serve  the  Nation's  in- 
terest in  the  long  term  to  pass  the 
debt  on  to  the  local  level. 

It  is  tremendously  important  that 
the  Members  of  Congress  stop  drag- 
ging their  feet  on  revenue  sharing;  you 
either  support  the  efforts  of  local  gov- 
ernment officials  back  home  or  you  do 
not.  I,  for  one,  want  to  make  it  crystal 
clear  that  I,  wholeheartedly,  support 
the  expeditious  adoption  of  legislation 
to  reauthorize  revenue  sharing  by  the 
Congress. 

I  do  not  intend  to  stand  by  and  allow 
the  rug  to  be  pulled  out  from  under 
the  feet  or  our  dedicated  local  govern- 
ment officials.  I  am  going  to  continue 
to  fight  side-by-side  with  our  mayors, 
county  commissioners,  and  other  local 
government  officials  to  see  to  it  that 
our  citizens  receive  a  fair  return  on 
their  Federal  tax  dollar. 

There  is  a  vital  principle  at  stake. 
General  revenue  sharing  was  designed 
to  reinforce  total  participation  by 
local  governments  in  the  Federal 
system  by  giving  local  governments  a 
share  in  the  broad  Federal  tax  base. 
The  support  for  general  revenue  shar- 
ing means  support  for  local  govern- 
ments' role  as  a  full  partner  in  the  na- 
tional intergovernmental  process. 

Revenue  sharing  pays  for  services 
that  are  critical  and  basic  to  local  gov- 
ernments and  their  citizenry.  If  the 
Congress  does  not  reauthorize  general 
revenue  sharing,  our  local  govern- 
ments will  be  forced  to  make  unten- 
able choices  between  tax  increases  and 
service  cuts. 

Let  me  assure  each  Member  of  this 
body,  the  distinguished  Members  of 
the  House  of  Representatives,  and 
most  importantly  the  American 
people,  that  revenue  sharing  funds 
have  not  been  wasted.  When  you  talk 
about  revenue  sharing  you  are  talking 
about  money  well  spent. 

When  the  President  signed  the  1983 
reauthorization  bill  into  law,  he  said, 
"The  Federal  Government  never  spent 
money  more  wisely  than  by  devoting  it 
to  revenue  sharing".  I  could  not  agree 
more  with  the  President.  His  state- 
ment is  as  true  now  as  it  was  then. 

Revenue  sharing  has  been  used  to 
pay  for  basic  essential  needs  of  the 
citizens  of  this  Nation.  A  full  18.5  per- 
cent of  all  revenue  sharing  funds  go  to 
pay  for  police  protection.  With  crime 
escalating  at  a  very  alarming  rate,  I 
challenge  any  Member  of  Congress  to 
return  to  his  or  her  home  State  and 
try  to  convince  neighbors,  families, 
and  friends,  that  police  protection  is 
not  an  essential  service.  If  the  local 
police  are  to  fight  crime  and  do  their 
jobs  well  in  protecting  the  citizens,  we 


need  to  help  them  and  we  have  an  op- 
portimity  to  help  the  local  police 
forces  by  keeping  the  Revenue  Shar- 
ing Program  alive. 

On  an  annual  basis,  revenue  sharing 
pumps  14  percent  of  its  funds  back 
into  the  States  for  highways  and  9 
percent  of  revenue  sharing  is  used  for 
fire  protection.  Other  necessary  serv- 
ices which  are  paid  for  with  revenue 
sharing  funds  include  sanitation  and 
sewage,  housing  for  the  elderly,  health 
care,  and  hospital,  just  to  name  a  few. 

Without  revenue  sharing  funds  our 
local  people  will  experience  numerous 
hardships  and  disruptions  in  services 
right  in  the  middle  of  their  budget 
cycles.  If  we  do  not  reauthorize  reve- 
nue sharing  at  this  time  we  will  be 
rendering  a  grave  disservice  to  our 
cities,  counties,  and  States.  Ahd  it 
would  be  harmful  to  the  people  who 
rely  on  the  services  provided  through 
revenue  sharing. 

Federal  spending  should  be  curtailed 
through  the  elimination  of  Govern- 
ment waste  and  abuse  of  tax  dollars, 
not  by  slashing  necessary  programs 
that  have  a  proven  track  record  like 
revenue  sharing. 

I  urge  each  Member  of  Congress  to 
join  me  in  supporting  full  reauthoriza- 
tion of  the  General  Revenue  Sharing 
Program  without  reductions  in  fimd- 
ing. 

Mr.  President,  I  ask  unanimous  con- 
sent that  a  resolution  which  was 
adopted  by  the  Association  of  County 
Commissioners  of  Alabama  petitioning 
Congress  to  support  the  continuation 
of  the  General  Sharing  Program,  be 
included  in  the  Record  along  with  my 
remarks. 

There  being  no  objection,  the  resolu- 
tion was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Resolution 

Whereas,  the  general  revenue  sharing  pro- 
gram has  proven  to  be  an  efficient  means  of 
returning  tax  dollars  to  local  governments 
and  thereby  allowing  those  governments  to 
provide  essential  services  to  the  people;  and 

Whereas,  the  present  administration  and 
Congress  of  the  United  States  have  pro- 
posed to  terminate  the  funding  of  the  gen- 
eral revenue  sharing  program;  and 

Whereas,  Alabama's  citizens  will  be  ad- 
versely affected  by  the  discontinuance  of 
the  general  revenue  sharing  program;  now 
therefore 

Be  it  resolved  by  this  58th  Annual  Con- 
vention of  the  Association  of  County  Com- 
missions of  Alabama  That  the  U.S.  Repre- 
sentatives and  Senators  representing  Ala- 
bama are  hereby  petitioned  to  support  the 
continuation  of  the  general  revenue  sharing 
program. 

Be  it  further  resolved.  That  copies  of  this 
resolution  be  transmited  to  all  of  Alabama's 
U.S.  Representatives  and  Senators. 

In  witness  whereof,  the  Association  has 
caused  this  Resolution  to  be  executed  in  its 
name  and  on  its  behalf  by  its  President  and 
Executive  Director  and  has  caused  its  corpo- 
rate seal  to  be  impressed  thereon,  all  on  this 
9th  day  of  May.  1986. 


DRUG  ENFORCEMENT  ACT  OF 
1986 

Mr.  SIMPSON.  Mr.  President,  after 
conferring  with  the  Democratic  leader 
on  behalf  of  Senator  Dole,  I  ask  unan- 
imous consent  that  S.  2850  be  read  for 
the  first  time. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

The  clerk  will  then  read. 

The  legislative  clerk  read  as  follows: 

A  bill  (S.  2850)  to  strengthen  and  improve 
the  enforcement  of  the  laws  against  illegal 
drugs,  and  for  other  purposes. 

Mr.  SIMPSON.  I  now  ask,  Mr.  Presi- 
dent, for  its  second  reading. 

Mr.  BYRD.  Mr.  President,  under 
rule  XIV,  I  am  constrained  to  object. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

Mr.  SIMPSON.  Then  the  biU  will  be 
read  a  second  time  on  the  next  legisla- 
tive day,  is  that  correct? 

The  PRESIDING  OFFICER.  Yes. 


ORDER  TO  HOLD  S.  2840  AT  THE 
DESK  UNTIL  THE  CLOSE  OF 
BUSINESS,  WEDNESDAY,  SEP- 
TEMBER 24,  1986 

Mr.  SIMPSON.  Mr.  President,  I  ask 
unanimous  consent  that  S.  2840,  Su- 
perfund,  be  held  at  the  desk  until  the 
close  of  business  on  Wednesday,  Sep- 
tember 24. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered. 


ORDER  TO  PLACE  H.R.  5548  ON 
THE  CALENDAR 

Mr.  SIMPSON.  Mr.  President,  I  ask 
unanimous  consent  that  the  Banking 
Committee  be  discharged  from  further 
consideration  of  H.R.  5548,  the 
Export-Import  Bank  bill,  and  I  ask 
that  it  be  placed  on  the  calendar. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ORDER  TO  HOLD  S.  2862  AT  THE 
DESK 

Mr.  SIMPSON.  Mr.  President,  I  send 
the  enclosed  bill  to  the  desk  on  behalf 
of  Senator  Thurmond,  and  others,  and 
ask  that  it  be  held  at  the  desk  pending 
further  disposition. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ORDER  THAT  THE  SECRETARY 
OF  THE  SENATE  REQUEST  THE 
HOUSE  OF  REPRESENTATIVES 
TO  RETURN  TO  THE  SENATE 
HOUSE  JOINT  RESOLUTION  686 

Mr.  SIMPSON.  Mr.  President.  I  send 
the  following  order  to  the  desk  and 
ask  for  its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  legislative  clerk  read  as  follows: 
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Ordered,  That  the  Secretary  of  the  Senate 
be  directed  to  request  the  House  of  Repre- 
sentatives to  return  to  the  Senate  the  bill 
(H.J.  Res.  686)  entitled  "Joint  resolution  to 
designate  August  12.  1986.  as  National  Civil 
Rights  Day' ". 

The  PRESIDING  OFFICER.  With- 
out objection,  the  order  is  agrreed  to. 


ORDERS  FOR  WEDNESDAY. 
SEPTEMBER  24,  1986 

RECESS 

Mr.  SIMPSON.  Mr.  President,  I  ask 
unanimous  consent  that  once  the 
Senate  completes  its  business  today,  it 
stand  in  recess  until  the  hour  of  9:30 
a.m.  on  Wednesday,  September  24, 
1986. 

ROnrUIE  MORItlNG  BUSINESS 

Following  the  recognition  of  the  two 
leaders  under  the  standing  order,  I  ask 
imanimous  consent  that  there  be  a 
period  for  the  transaction  of  routing 
morning  business  not  to  extend 
beyond  the  hour  of  10  a.m.  with  Sena- 
tors permitted  to  speak  therein  for  not 
more  than  5  minutes  each. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


PROGRAM 


Mr.  SIMPSON.  At  10  a.m..  the 
Senate  will  resimie  consideration  of  S. 
2405.  the  highway  bill.  The  Senate 
could  also  be  asked  to  turn  to  any  of 
the  following  items:  the  commodity  fu- 
tures trading  bill.  S.  2045:  S.  2792,  the 
FIFRA  legislation,  fungicide,  insecti- 
cide, and  whatever  the  various  things 
that  go  with  that  peculiar  legislation 
are;  Calendar  No.  804,  S.  2477,  the  in- 
telligence authorization;  or  any  legisla- 
tive or  executive  items  that  can  be 
cleared. 

I  believe  the  majority  leader  has  in- 
dicated that  votes  could  be  expected  to 
occur  throughout  the  day  on  Wednes- 
day. 

The  PRESIDING  OFFICER.  With- 
out objection,  all  of  that  is  ordered. 


MESSAGES  PROM  THE 
PRESIDENT 

Messages  from  the  President  of  the 
United  States  were  communicated  to 
the  Senate  by  Mrs.  ESnery,  one  of  his 
secretaries. 


EXECUTIVE  MESSAGES 
REFERRED 

As  in  executive  session,  the  Presid- 
ing Officer  laid  before  the  Senate  mes- 
sages from  the  President  of  the  United 
States  submitting  sundry  nominations, 
which  were  referred  to  the  appropri- 
ate committees. 

(The  nominations  received  today  are 
printed  at  the  end  of  the  Senate  pro- 
ceedings.) 


MESSAGES  FROM  THE  HOUSE 

ENROLXED  BIU.S  AND  JOINT  RESOLUTIONS 
SIGNED 

At  2:14  p.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
announced  that  the  Speaker  has 
signed  the  following  enrolled  bills  and 
joint  resolutions: 

S.  1963.  An  act  to  direct  the  Secretary  of 
the  Interior  to  convey  certain  interests  in 
lands  in  Socorro  County,  New  Mexico,  to 
the  New  Mexico  Institute  of  Mining  and 
Technology: 

S.  2703.  An  act  to  amend  the  Federal  Avia- 
tion Act  of  1958  to  provide  that  prohibitions 
of  discrimination  against  handicapped  indi- 
viduals shall  apply  to  air  carriers; 

S.  2759.  An  act  relating  to  telephone  serv- 
ices for  Senators; 

H.R.  4260.  An  act  to  provide  the  Small 
Business  Administration  continuing  author- 
ity to  administer  a  program  for  small  inno- 
vative firms,  and  for  other  purposes; 

S.J.  Res.  207.  Joint  resolution  to  designate 
November  15,  1986,  as  "National  Philan- 
thropy Day"; 

S.J.  Res.  317.  Joint  resolution  to  designate 
the  month  of  November  1986  as  "National 
Hospice  Month"; 

S.J.  Res.  354.  Joint  resolution  to  designate 
the  weeli  of  October  5,  1986,  through  Octo- 
ber 11.  1986,  as  "National  Drug  Abuse  Edu- 
cation and  Prevention  Week"; 

S.J.  Res.  362.  Joint  resolution  to  designate 
the  weelc  of  December  14,  1986.  through  De- 
cember 20.  1986.  zs  "National  Drunk  and 
Drugged  Driving  Awareness  Weelc":  and 

S.J.  Res.  402.  Joint  resolution  designating 
July  2  and  3.  1987.  as  the  "United  States- 
Canada  Days  of  Peace  and  Friendship." 

The  enrolled  bills  and  joint  resolu- 
tions were  subsequently  signed  by  the 
President  pro  tempore  [Mr.  Thur- 
mond]. 

At  3:58  p.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Ms.  Goetz,  one  of  its  reading  clerks, 
announced  that  the  House  has  passed 
the  following  joint  resolutions,  with- 
out amendment: 

S.J.  Res.  159.  Joint  resolution  to  designate 
the  rose  as  the  national  floral  emblem;  and 

S.J.  Res.  415.  Joint  resolution  to  provide 
for  a  settlement  to  the  Maine  Central  Rail- 
road Company  and  Portland  Terminal  Com- 
pany labor-management  dispute. 

The  message  also  announced  that 
the  House  has  passed  the  following 
bills,  in  which  it  requests  the  concur- 
rence of  the  Senate: 

H.R.  5229.  An  act  to  amend  the  Land 
Remote-Sensing  Commercialization  Act  of 
1984; 

H.R.  5407.  An  act  to  amend  the  United 
States  Grain  Standards  Act  to  encourage 
the  provision  of  grain  of  high  quality  to 
both  foreign  and  domestic  buyers,  to  better 
define  the  purposes  of  the  official  United 
States  standards  for  grain,  to  provide  for 
improved  regulation  of  dockage  and  foreign 
material  in  grain,  and  for  other  purposes; 
and 

H.R.  5465.  An  act  to  amend  the  Energy 
Policy  and  Conservation  Act  with  respect  to 
energy  conservation  standards  for  appli- 
ances. 


MEASURES  REFERRED 


The  following  bills  were  read  the 
first  and  second  times  by  unanimous 
consent,  and  referred  as  indicated: 

H.R.  5229.  An  act  to  amend  the  Land 
Remote-Sensing  Commercialization  Act  of 
1984;  to  the  Committee  on  Commerce,  Sci- 
ence, and  Transportation. 

H.R.  5407.  An  act  to  amend  the  United 
States  Grain  Standards  Act  to  encourage 
the  provision  of  grain  of  high  quEdity  to 
both  foreign  and  domestic  buyers,  to  better 
define  the  purposes  of  the  official  United 
States  standards  for  grain,  to  provide  for 
improved  regulation  of  dockage  and  foreign 
material  in  grain,  and  for  other  purposes;  to 
the  Committee  on  Agriculture,  Nutrition, 
and  Forestry. 

H.R.  5465.  An  act  to  amend  the  Energy 
Policy  and  Conservation  Act  with  respect  to 
energy  conservation  standards  for  appli- 
ances; to  the  Committee  on  Energy  and  Nat- 
ural Resources. 


MEASURES  PLACED  ON  THE 
CALENDAR 

The  Committee  on  Banking,  Hous- 
ing, and  Urban  Affairs  was  discharged 
from  the  further  consideration  of  the 
following  bill;  which  was  placed  on  the 
calendar: 

H.R.  5548.  An  act  to  amend  the  Export- 
Import  Bank  Act  of  1945. 


MEASURES  HELD  AT  THE  DESK 

The  following  bill  was  ordered  held 
at  the  desk  by  unanimous  consent 
until  the  close  of  business  on  Septem- 
ber 24,  1986: 

S.  2840.  A  bill  entitled  the  "Superfund 
Amendments  and  Reauthorization  Act  of 
1986." 


EXECUTIVE  AND  OTHER 
COMMUNICATIONS 

The  following  communications  were 
laid  before  the  Senate,  together  with 
accompanying  papers,  reports,  and 
documents,  which  were  referred  as  in- 
dicated: 

EC-3766.  A  communication  from  the 
Comptroller  General  of  the  United  States, 
transmitting,  pursuant  to  law,  a  report  enti- 
tled "Financial  Audit;  Federal  Crop  Insur- 
ance Corporation's  Financial  Statements  for 
1985  and  1984; "  to  the  Committee  on  Agri- 
culture, Nutrition,  and  Forestry. 

EC-3767.  A  communication  from  the 
President  of  the  United  States  transmitting, 
pursuant  to  law,  a  statement  of  policy  re- 
garding Federal  management  and  use  of  our 
Nation's  renewable  forest  and  rangeland  re- 
sources for  fiscal  year  1986-90;  to  the  Com- 
mittee on  Agriculture,  Nutrition,  and  For- 
estry. 

EC-3768.  A  communication  from  the  Sec- 
retary of  Transportation,  transmitting,  pur- 
suant to  law,  the  Urban  Mass  Transporta- 
tion Quarterly  Report  for  the  third  quarter 
of  Fiscal  Year  1986;  to  the  Committee  on 
Banlcing,  Housing.  £uid  Urban  Affairs. 

EC-3769.  A  communication  from  the  as- 
sistant legal  adviser  for  treaty  affairs.  De- 
partment of  State,  transmitting,  pursuant 
to  law,  a  report  on  international  agreements 
other   than   treaties   entered   into   by   the 
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United  States  in  the  60  days  prior  to  Sep- 
tember 19.  1986;  to  the  Committee  on  For- 
eign Relations. 

EC-3770.  A  communication  from  the  Dis- 
trict of  Columbia  auditor,  transmitting,  pur- 
suant to  law,  a  report  entitled  "Revenue 
Report  for  July,  1986";  to  the  Committee  on 
Government  Affairs. 

EC-3771.  A  communication  from  the  As- 
sistant Secretary  for  Administration,  De- 
partment of  Transportation,  transmitting, 
pursuant  to  law,  a  report  on  a  new  Privacy 
Act  system  of  records:  to  the  Committee  on 
Governmental  Affairs. 

EC-3772.  A  communication  from  the  Di- 
rector of  the  Administrative  Office  of  the 
U.S.  Courts,  transmitting,  pursuant  to  law,  a 
statement  covering  the  12-month  period 
ending  June  30,  1986,  on  the  activities  of  the 
Federal  Courts  under  the  Equal  Access  to 
Justice  Act  of  1980:  to  the  Committee  on 
the  Judiciary. 

EC-3773.  A  communication  from  the 
Chief  Justice  of  the  United  States,  as  Chair- 
man of  the  Commission  on  the  Bicentennial 
of  the  U.S.  Constitution,  transmitting,  pur- 
suant to  law,  the  Second  Report  of  the 
Commission:  to  the  Committee  on  the  Judi- 
ciwy- 


REPORTS  OP  COMMITTEES 

The  following  reports  of  committees 
were  submitted: 

By  Mr.  THURMOND,  from  the  Commit- 
tee on  the  Judiciary,  with  amendments: 

S.  1140.  A  bill  to  amend  the  antitrust  laws 
in  order  to  preserve  and  promote  wholesale 
and  retail  competition  in  the  retail  gasoline 
market  and  to  protect  the  motoring  safety 
of  the  American  public  (Rept.  No.  99-467). 

By  Mr.  ANDREWS,  from  the  Select  Com- 
mittee on  Indian  Affairs,  with  amendments: 

S.  2118.  A  bill  to  provide  for  the  distribu- 
tion of  funds  appropriated  to  pay  a  judg- 
ment awarded  to  the  Sisseton  and  Wahpe- 
ton  Tribes  of  Sioux  Indians  in  Indian 
Claims  Commission  dockets  numbered  142 
and  359,  and  for  other  purposes  (Rept.  No. 
99-468). 

By  Mr.  ANDREWS,  from  the  Select  Com- 
mittee on  Indian  Affairs,  without  amend- 
ment: 

S.  2750.  A  bill  to  establish  a  property  tax 
fund  for  the  Houlton  Band  of  Maliseet  Indi- 
ans in  furtherance  of  the  Maine  Indian 
Claims  Settlement  Act  of  1980.  and  for 
other  purposes  (Rept.  No.  99-469). 

By  Mr.  ANDREWS,  from  the  Select  Com- 
mittee on  Indian  Affairs,  with  an  amend- 
ment in  the  nature  of  a  substitute: 

H.R.  1344.  A  bill  to  provide  for  the  resto- 
ration of  Federal  recognition  to  the  Ysleta 
del  Sur  Pueblo  and  the  Alabama  and  Co- 
ushatta  Indian  Tribes  of  Texas,  and  for 
other  purposes  (Rept.  No.  99-470). 

By  Mr.  STAFFORD,  from  the  Committee 
on  Envirorunent  and  Public  Works,  without 
amendment: 

S.  2062.  A  bill  to  designate  the  Federal 
building  and  U.S.  courthouse  to  be  con- 
structed and  located  in  Newark,  NJ,  as  the 
"Martin  Luther  King,  Jr.  Federal  Building 
and  United  States  Courthouse"  (Rept.  No. 
99-471). 

S.  2788.  A  bill  to  designate  the  Federal 
building  located  in  San  Diego,  CA,  as  the 
•Jacob  Weinberger  Federal  Building" 
(Rept.  No.  99-472). 

By  Mr.  ROTH,  from  the  Committee  on 
Goverrunental  Affairs,  with  amendments: 

H.R.  2946.  A  bill  to  establish  an  independ- 
ent jury  system  for  the  Superior  Court  of 
the  District  of  Columbia  (Rept.  No.  99-473). 


By  Mr.  ANDREWS,  from  the  Select  Com- 
mittee on  Indian  Affairs,  with  an  amend- 
ment: 

H.R.  3526.  A  bill  to  provide  for  the  settle- 
ment of  certain  claims  respecting  the  San 
Carlos  Apache  Tribe  of  Arizona  (Rept.  No. 
99-474). 

By  Mr.  CHAFEE.  from  the  Committee  on 
Envirorunent  and  Public  Works,  without 
amendment: 

H.R.  4531.  A  bill  to  extend  the  Wetlands 
Loan  Act.  and  for  other  purposes  (Rept.  No. 
99-475). 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  with 
amendments: 

S.  2534.  A  bill  to  authorize  the  acquisition 
and  development  of  a  mainland  tour  boat 
facility  for  the  Fort  Sumter  National  Monu- 
ment, SC,  and  for  other  purposes  (Rept.  No. 
99-476). 

By  Mr.  ROTH,  from  the  Committee  on 
Governmental  Affairs,  with  an  amendment 
in  the  nature  of  a  substitute: 

H.R.  3578.  A  bill  to  provide  permanent  au- 
thority for  hearing  commissioners  in  the 
District  of  Columbia  courts,  to  modify  cer- 
tain procedures  of  the  District  of  Columbia 
Judicial  Nomination  Commission  and  the 
District  of  Columbia  Commission  on  Judi- 
cial Disabilities  and  Tenure,  and  for  other 
purposes  (Rept.  No.  99-477). 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  without 
amendment: 

H.J.  Res.  17.  Joint  resolution  to  consent  to 
an  amendment  enacted  by  the  legislature  of 
the  State  of  Hawaii  to  the  Hawaiian  Homes 
Commission  Act.  1920  (Rept.  No.  99-478). 

By  Mr.  STAFFORD,  from  the  Committee 
on  Environment  and  Public  Works,  with 
amendments: 

S.  2799.  A  bill  to  consolidate  and  improve 
Federal  laws  providing  compensation  and 
establishing  liability  for  oil  spills  (Rept.  No. 
99-479). 

By  Mr.  HEINZ,  from  the  Committee  on 
Banking,  Housing,  and  Urban  Affairs,  with- 
out amendment: 

S.  2855.  An  original  bill  to  extend  the  ex- 
piration date  of  the  Defense  Production  Act 
of  1950  (Rept.  No.  99-480). 

By  Mr.  LUGAR,  from  the  Committee  on 
Foreign  Relations,  with  an  amendment: 

H.R.  2957.  A  bill  to  amend  the  Foreign  As- 
sistance Act  of  1961  to  protect  tropical  for- 
ests in  developing  countries  (Rept.  No.  99- 
481). 

By  Mr.  LUGAR,  from  the  Committee  on 
Foreign  Relations,  with  an  amendment  In 
the  nature  of  a  substitute: 

H.R.  2958.  A  bill  to  amend  the  Foreign  As- 
sistance Act  of  1961  to  protect  biological  di- 
versity in  developing  countries  (Rept.  No. 
99-482). 

By  Mr.  STAFFORD,  from  the  Committee 
on  Environment  and  Public  Works,  without 
amendment: 

H.R.  4555.  A  bill  to  designate  the  Federal 
building  at  Spring  and  High  Streets  In  Co- 
limibus.  OH,  as  the  'John  W.  Bricker  Build- 
ing". 

By  Mr.  ROTH  from  the  Committee  on 
Governmental  Affairs,  without  amendment: 

S.  2433.  A  bin  to  amend  the  Office  of  Fed- 
eral Procurement  Policy  Act  to  provide  a 
simplified  competitive  acquisition  technique 
for  certain  Federal  Government  procure- 
ments; to  amend  the  Federal  Property  and 
Administrative  Services  Act  of  1949  to  pre- 
scribe a  preference  for  the  procurement  of 
commercial  and  commercial-type  products 
to  meet  the  needs  of  civilian  agencies  of  the 
Federal  Government;  and  to  require  a  test 


program  to  determine  the  advisability  of  in- 
creasing the  threshold  amount  for  requiring 
certain  notice  of  solicitations. 

By  Mr.  ANDREWS  from  the  Select  Com- 
mittee on  Indian  Affairs,  with  an  amend- 
ment in  the  nature  of  a  substitute: 

S.  2676.  A  bill  to  provide  for  the  settle- 
ment of  water  rights  claims  of  the  La  Jolla, 
Rincon.  San  Pasqual.  Puama.  and  Pala 
Bands  of  Mission  Indians  in  San  Diego 
County.  CA.  and  for  other  purposes.  Pursu- 
ant to  the  order  of  July  22.  1986.  referred  to 
the  Committee  on  Energy  and  Natural  Re- 
sources for  a  period  not  to  exceed  15  calen- 
dar days. 


EXECUTIVE  REPORTS  OP 
COMMITTEES 

The  following  executive  reports  of 
committees  were  submitted: 

By  Mr.  Packwood.  from  the  Committee 
on  Finance: 

Thomas  B.  Wells,  of  Georgia,  to  be  a 
judge  of  the  U.S.  Tax  Court  for  a  term  ex- 
piring 15  years  after  he  takes  office. 

(The  above  nomination  was  reported 
with  the  recommendation  that  it  be 
confirmed,  subject  to  the  nominee's 
commitment  to  appear  and  testify 
before  any  duly  constituted  committee 
of  the  Senate. ) 


INTRODUCTION  OP  BILLS  AND 
JOINT  RESOLUTIONS 

The  following  bills  and  joint  resolu- 
tion were  introduced,  read  the  first 
and  second  time  by  unanimous  con- 
sent, and  referred  as  indicated: 

By  Mr.  DOLE  (for  himself,  Mr. 
Denton,  Mr.  Nickles,  and  Mr. 
Warner)  (by  request): 
S.  2849.  A  bill  to  foster  a  drug-free  Federal 
workplace,  to  promote  excellence  In  Ameri- 
can education  by  achieving  and  maintaining 
a  drug-free  environment  In  our  Nation's 
schools,  to  extend  and  make  improvements 
in  substance  abuse  service  programs,  to 
strengthen  drug  interdiction  efforts 
through  better  International  cooperation,  to 
enhance  domestlce  law  enforcement  capa- 
bilities in  the  war  on  Illegal  drugs,  to  en- 
courage suid  enhance  the  use  of  private 
sector  Initiatives  In  a  concerted  campaign  of 
public  education  on  the  dangers  of  Illegal 
drug  use.  and  for  other  purposes;  to  the 
Committee  on  the  Judiciary. 

By  Mr.  DOLE  (for  himself.  Mr.  Thuh- 
MONS.  Mr.  Abdnor.  Mr.  Broyhiix. 
Mr.  Cochran.  Mr.  D'Akato,  Mr. 
Danforth.  Mr.  Denton.  Mr.  IXiiien- 
ici.  Mr.  Gramm.  Mr.  Hatch.  Mrs. 
Hawkins.  Mr.  Heinz.  Mr.  Laxalt, 
Mr.  LuGAR.  Mr.  Mattincly.  Mr.  Mc- 
Connell.  Mr.  MiniKowsKi.  Mr.  Nick- 
les. Mr.  QUAYXE.  Mr.  Roth.  Mr. 
SiHFSON.  Mr.  Specter.  Mr.  Stevens, 
Mr.  Trible.  Mr.  Warner,  and  Mr. 

WiLSONi: 

S.  2850.  A  bill  to  strengthen  and  Improve 
the  enforcement  of  the  laws  against  illegal 
drugs,  and  for  other  purposes:  read  the  first 
time. 

By  Mr.  HELMS  (by  request): 

S.  2851.  A  bill  to  amend  the  Federal  Crop 
Insurance  Act  to  improve  the  administra- 
tion of  such  Act.  and  for  other  purposes;  to 
the  Committee  on  Agriculture.  Nutrition, 
and  Forestry. 
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By  Mr.  TRIBLE: 
S.  2852.  A  bill  to  authorize  the  Secretary 
of  Transportation  to  release  restrictions  on 
the  use  of  certain  projjerty  conveyed  to  the 
Peninsula  Airport  Commission.  Virginia,  for 
airport  purposes;  to  the  Committee  on  Com- 
merce, Science,  and  Transportation. 
By  Mr.  BROYHILL; 
S.  2853.  A  bUl  to  provide  for  reciprocity  in 
international  trade  in  large  electrical  equip- 
ment: to  the  Committee  on  Finance. 
By  Mr.  HEINZ: 
S.  2854.  A  bill  to  authorize  the  donation  of 
certain  non-federal  lands  to  Gettysburg  Na- 
tional Military  Park  and  to  require  a  study 
and  report  on  the  final  development  of  the 
park;  to  the  Committee  on  Energy  and  Nat- 
ural Resources. 

By  Mr.  HEINZ  from  the  Committee 
on  Banking,  Housing,  and  Urban  Af- 
fairs. 
S.  2855.  An  original  biU  to  extend  the  ex- 
piration date  of  the  Defense  Production  Act 
of  1950;  placed  on  the  calendar. 

By  Mr.  HEINZ  (for  himself,  Mr.  Zor- 
iHSKT,  Mr.  O'Amato,  and  Mr.  Am- 

DRZWS): 

S.  2856.  A  bill  to  implement  the  United 
States-Eiiropean  Communities  Agreement 
on  Citrus  and  Pasta,  and  for  other  purposes: 
to  the  Committee  on  Finance. 

By   Mr.   GRAMM   (for  himself,   Mr. 
NiCKLES,   Mr.   McClurb.   Mr.   E>ole, 
Mr.  Stevens.  Mr.  Murkowski.  Mr. 
CocRRAM.  Mr.  Helms.  Mr.  Simpson, 
and  Mr.  Wallop): 
S.  2857.  A  bill  to  revitalize  oil  and  gas  pro- 
duction in  the  United  States;  to  the  Com- 
mittee on  Finance. 

By  Mr.  D'AMATO: 
S.  2858.  A  bill  to  prohibit  United  States 
payments  to  the  United  Nations  on  or  after 
October  1.  1987,  unless  certain  United  Na- 
tions files  have  been  made  available  to  ap- 
propriate law  enforcement  officials;  to  the 
Committee  on  Foreign  Relations. 
By  Mr.  MATSUNAGA: 
S.  2859.  A  bUI  for  the  relief  of  Imelda  Vil- 
lanueva  Locquiao;  to  the  Committee  on  the 
Judiciary. 

By  Mr.  MATSUNAGA: 
S.  2860.  A  bill  to  amend  the  Tariff  Act  of 
1930  regarding  the  customs  administration 
of  duty-free  sales  enterprises;  to  the  Com- 
mittee on  Finance. 

By  Mr.  GRASSLEY  (for  himself  and 
Mr.  Metzenbacm): 
S.  2861.  A  bill  to  provide  for  research,  edu- 
cation, and  information  dissemination  con- 
cerning Alzheimer's  disease  and  related  de- 
mentias; to  the  Committee  on  Labor  and 
Human  Resources. 

By  Mr.  SIMPSON  (for  Mr.  Thurmond i 
(for  himself.  Mr.  Helms.  Mr.  Hol- 
LiNGS.  and  Mr.  Brothill): 
S.  2862.  A  bill  for  the  relief  of  the  Caroli- 
nas  Cotton  Growers  Association,  Inc.;  or- 
dered held  at  the  desk. 

By  Mr.  PACKWOOD  (for  himself.  Mr. 
Bradley.  Mr.  £>ole,  Mr.  DeConcini, 
Mr.  Dixon.  Mr.  Durenberger.  Mr. 

GOLOWATER.       Mr.       HOLLINGS.       Mr. 

Kerry.  Mr.  LAnrENBERC,  Mr.  Moyni- 
HAN,  Mr.  Pell,   and  Mr.  Thurmond): 
SJ.  Res.  418.  Joint  resolution  to  designate 
February  4,  1987,  as  "National  Women  in 
Sports  Day";  to  the  Committee  on  the  Judi- 
ciary. 


STATEMENTS  ON  INTRODUCED 
BILLS  AND  JOINT  RESOLUTIONS 

By  Mr.  DOLE  (for  himself,  Mr. 

Denton,  Mr.  Nickles,  and  Mr. 

Warner)  (by  request): 
S.  2849.  A  bill  to  foster  a  drug-free 
Federal  workplace,  to  promote  excel- 
lence in  American  education  by 
achieving  a  drug-free  environment  in 
our  Nation's  schools,  to  extend  and 
make  improvements  in  substance 
abuse  service  programs,  to  strengthen 
drug-interdiction  efforts  through 
better  international  cooperation,  to 
enhance  domestic  law  enforcement  ca- 
pabilities in  the  war  on  illegal  drugs, 
to  encourage  and  enhance  the  use  of 
private  sector  initiatives  in  a  concerted 
campaign  of  public  education  on  the 
dangers  of  illegal  drug  use,  and  for 
other  purposes;  to  the  Committee  on 
the  Judiciary. 

DRUG-FREE  AMERICA  ACT  OF  1986 

Mr.  DOLE.  Mr.  President,  on  behalf 
of  the  administration,  I  introduce  an 
omnibus  anti-drug  package,  the  Drug- 
Free  America  Act  of  1986. 

I  want  to  commend  President 
Reagan  and  all  those  in  the  executive 
branch  for  putting  together  this 
timely  and  thoughtful  piece  of  legisla- 
tion. For  many  years,  both  the  Presi- 
dent and  Mrs.  Reagan  have  shown 
their  commitment  to  fighting  drug 
abuse.  And  this  package  is  the  culmi- 
nation of  those  efforts. 

A  number  of  the  proposals  contained 
in  the  administration  bill  are  included 
as  drafted,  or  modified,  in  the  Senate 
Republican  drug  package  that  was  also 
introduced  today.  And  I  feel  confident 
that  many  portions  of  the  administra- 
tion's bill  ultimately  will  appear  in 
drug  legislation  passed  by  Congress. 

Mr.  President,  again,  let  me  con- 
gratulate the  administration  for  its  fo- 
cused and  responsible  approach  to 
fighting  drug  abuse.  With  the  White 
House,  and  both  Houses  of  Congress 
working  together,  we  can  come  up 
with  the  kind  of  national  anti-drug 
policies  that  will  be  effective  both  in 
cost  and  results. 

The  bill  is  as  follows: 
S.  2849 

Be  it  enacted  by  the  Senate  and  Hoxise  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  titles  I 
through  VI  of  this  Act  may  be  cited  as  "The 
Drug-Free  America  Act  of  1986". 

TITLE  I-DRUG  FREE  FEDERAL 
WORKPLACE  ACT  OF  1986 
Sec.  101.  This  Title  may  be  cited  as  the 
"Drug-Free  Federal  Workplace  Act  of  1986." 

The  Drug- Free  America  Act  of  1986 

TABLE  OF  CONTENTS 

TITLE  I-DRUG-FREE  FEDERAL 

WORKPLACE  ACT  OF  1986 
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Act 
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Reform  Act 


Sec.  IDS.  Technical  and  Conforming  Provi- 
sions 
TITLE  II— DRUG-FREE  SCHOGIf  ACT 
OF  1986 

Sec.  201.  Title 

Sec.  202.  Findings 
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Sec.  208.  Local  Projects 
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Sec.  210.  National  Programs 

Sec.  211.  Drug  Testing  in  Educational  Insti- 
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Sec.  212.  Use  of  Funds 

Sec.  213.  Conforming  Amendments 

Sec.  214.  Definitions 

Sec.  215.  Effective  Date 

TITLE  III— SUBSTANCE  ABUSE 
SERVICES  AMENDMENTS  OF  1986 
Sec.  301.  Title 

Sec.  302.  Extension  of  Block  Grant 
Sec.  303.  Elimination  of  Certain  Block  Grant 

Earmarks 
TITLE  IV-DRUG  INTERDICTION  AND 
INTERNATIONAL  COOPERATION  ACT 
OF  1986 

Subtitle  A— International  Forfeiture  Ena- 
bling Act  of  1986 

Subtitle  B— Mansfield  Amendment  Repeal 
Act  of  1986 

Subtitle  C— Narcotic  Traffickers  Deporta- 
tion Act  of  1986 

Subtitle  D— Customs  Enforcement  Act  of 
1986 

Subtitle  E— Maritime  Drug  Law  Enforce- 
ment Prosecution  Improve- 
ments Act  of  1986 

TITLE  V-ANTI-DRUG  ENFORCEMENT 
ACT  OF  1986 

Subtitle   A— Drug   Penalties   Enhancement 

Act  of  1986 
Subtitle  B— Drug  Possession  Penalty  Act  of 

1986 
Subtitle    C— Continuing    Drug    Enterprise 

Penalty  Act  of  1986 
Subtitle  D— United  States  Marshals  Service 

Act  of  1986 
Subtitle  E— Controlled  Substances  Import 

and  Export  Penalties  Enhance- 
ment Act  of  1986 
Subtitle  F— Juvenile  Drug  Trafficking  Act 

of  1986 
Subtitle  G— Chemical  Diversion  and  Traf- 
ficking Act  of  1986 
Subtitle  H— Money  Laundering  Crimes  Act 

of  1986 
Subtitle  I— Controlled  Substances  Technical 

Amendments  Act  of  1986 
Subtitle  J— Controlled  Substances  Analogs 

Enforcement  Act  of  1986 
Subtitle  K— Asset  Forfeiture  Amendments 

Act  of  1986 
Subtitle   L— Exclusionary   Rule   Limitation 

Act  of  1986 

TITLE  VI-PUBLIC  AWARENESS  AND 
PRIVATE  SECTOR  INITIATIVES  ACT 
OF  1986 

Sec.  601.  Title 

Sec.  602.  Expedited  Procedures  for  Obtaining 

Volunteer  Services 
Sec.  603.  Domestic  Release  of  USIA  Materi- 
al on  Illegal  Drugs 
findings 

Sec.    102.   The  Congress  finds  and  de- 
clares THAT— 
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(a)  Illegal  drug  use  Is  having  alarming  and 
tragic  effects  upon  a  significant  proportion 
of  the  national  workforce  and  results  in  bil- 
lions of  dollars  of  lost  productivity  each 
year. 

(b)  Employers  are  concerned  with  the  well 
being  of  their  employees,  and  the  need  to 
maintain  employee  productivity. 

(c)  The  Federal  Government  as  the  larg- 
est employer  in  the  nation  can  and  should 
show  the  way  toward  achieving  drug-free 
workplaces  through  a  program  designed  to 
get  the  message  to  drug  users  that  drug  use 
will  not  be  tolerated  in  the  federal  work- 
place. 

(d)  Drug  use  by  persons  responsible  for 
the  safe  transportation  of  people  and  goods 
has  the  potential  to  cause  the  loss  of  many 
lives  and  millions  of  dollars  of  property 
damage.  Any  harm  created  by  drug  impair- 
ment can  extend  far  beyond  the  harm 
caused  to  the  individual  drug  user. 

Sec.  103.  Amendments  to  the  Rehabilita- 
tion Act.— 

(a)  Subparagraph  (7)(B)  of  section  706  of 
title  29,  United  States  Code,  is  amended: 

(i)  by  striking  out  "Subject  to  the  second 
sentence  of  this  subparagraph,  the"  in  the 
first  sentence  and  inserting  in  lieu  thereof 
"The",  and 

(ii)  by  striking  out  the  second  sentence 
and  inserting  in  lieu  thereof  the  following: 

"The  term  "handicapped  individual,  does 
not  include  any  individual  who  uses,  or  is 
addicted  to,  illegal  drugs;  Provided  however. 
That  an  individual  who  is  otherwise  handi- 
cj^ped  shall  not  be  excluded  from  the  pro- 
tections of  this  Act  if  he  also  uses  or  is  also 
addicted  to  drugs.  For  purposes  of  sections 
793  and  794  of  this  title  as  such  sections 
relate  to  employment,  the  term  "handi- 
capped individual,  does  not  include  any  indi- 
vidual who  is  an  alcoholic  whose  current  use 
of  alcohol  prevents  such  individual  from 
performing  the  duties  of  the  job  in  question 
or  whose  employment,  by  reason  of  such 
current  alcohol  abuse,  would  constitute  a 
direct  threat  to  property  or  the  safety  of 
others." 

(b)  Section  706  of  title  29,  United  States 
Code,  is  further  amended  by  adding  the  fol- 
lowing new  subsection  to  the  end  thereof: 

"(16)  The  term,  illegal  drugs,  means  con- 
trolled substances,  as  defined  by  Schedules  1 
and  II,  section  802(6)  of  title  21,  United 
States  Code,  the  possession  of  or  distribu- 
tion of  which  is  unlawful  under  chapter  13 
of  title  21,  United  States  Code." 

Sec.  104.  Amendment  to  the  Civil  Service 
Reform  Act.— Section  2302(b)(10)  of  title  5, 
United  States  Code,  is  amended  by  striking 
out  "United  States"  and  inserting  in  lieu 
thereof: 

"United  States;  and  nothing  in  this  para- 
graph shall  be  construed  to  permit  or  re- 
quire the  employment  of  an  applicant  or 
employee  who  uses  a  controlled  substance 
as  defined  by  Schedules  I  and  II,  section 
802(6)  of  title  21,  the  possession  of  or  distri- 
bution of  which  is  unlawful  under  chapter 
13  of  title  21." 

Sec.  105.  Technical  and  Conforming  Pro- 
visions.—(a)  The  provisions  of  this  Act 
shall  supersede  any  inconsistent  federal  law, 
rule  or  regulation. 

(b)  This  Act  shall  become  effective  on  its 
date  of  enactment  and  shall  apply  to  any 
pending  litigation. 

TITLE  II— DRUG-FREE  SCHOOLS  ACT 
OF  1986 

Sec.  201.  This  title  may  be  cited  as  the 
"Drug-Free  Schools  Act  of  1986  (The  Zero- 
Tolerance  Act)". 


findings 

Sec.  202.  The  Congress  finds  the  follow- 
ing: 

(1)  Drug  use  is  widespread  among  Ameri- 
can students,  not  only  in  secondary  schools, 
but  increasingly  in  elementary  schools  as 
well. 

(2)  The  use  of  drugs  by  students  consti- 
tutes a  grave  threat  to  their  physical  and 
mental  well-being  and  significantly  impedes 
the  learning  process. 

(3)  The  tragic  consequences  of  drug  use  by 
students  are  felt  not  only  by  the  students 
themselves  and  their  families,  but  also  by 
their  communities  and  their  Nation,  which 
can  ill  afford  to  lose  their  skills,  talents,  smd 
vitality. 

(4)  Among  our  cultural  institutions, 
schools,  assisted  by  parents  and  the  commu- 
nity, have  a  special  responsibility  to  assist  in 
combating  the  stSourge  of  drug  use  by  adopt- 
ing and  applying  firm  but  fair  drug  policies. 

(5)  That  prompt  action  by  our  Nation's 
schools  can  bring  us  significantly  closer  to 
the  goal  of  a  drug-free  generation. 

(6)  Educational  institutions  should  estab- 
lish clear  policies  to  ensure  that  illegal  drug 
users  will  be  held  accountable  for  their  ac- 
tions. 

(7)  Drug  testing  in  appropriate  circum- 
stances is  a  diagnostic  tool  designed  to 
create  a  healthier  educational  environment, 
increase  productivity,  improve  public  safety, 
and  protect  fellow  students,  faculty  and  em- 
ployees. 

(8)  Experience  with  drug  testing  has 
shown  that  it  can  significantly  contribute  to 
reducing  the  demand  for  illegal  drugs  while 
protecting  nondrug-using  students,  faculty 
and  employees  from  the  harm  caused  by  il- 
legal drug  users. 

Sec.  203.  Purpose.— The  purpose  of  this 
Act  is  to  assist  State  and  local  educational 
agencies  to  establish  a  drug-free  learning 
environment  within  elementary  and  second- 
ary schools  and  to  prevent  drug  use  among 
students  in  such  schools. 

Sec.  204.  Authorization  or  Appropria- 
TiONS.— For  the  purpose  of  carrying  out  this 
Act  there  are  authorized  to  be  appropriated 
$100,000,000  for  fiscal  year  1987  and  such 
sums  as  may  be  necessary  for  each  of  the 
four  succeeding  fiscal  years. 

Sec  205.  Reservations  and  Allotments.— 
(a)  Prom  the  funds  appropriated  under  sec- 
tion 204  for  any  fiscal  year,  the  Secretary 
shall  reserve  20  per  centum  for  national  pro- 
grams under  section  210. 

(b)(1)  From  the  remainder  of  the  amount 
appropriated  to  carry  out  this  Act  for  each 
fiscal  year  after  the  application  of  subsec- 
tion (a),  the  Secretary  may  reserve  up  to 
one  per  centum  for  projects  authorized  by 
this  Act  in  Guam,  American  Samoa,  the 
Virgin  Islands,  the  Northern  Mariana  Is- 
lands, and  the  Trust  Territory  of  the  Pacific 
Islands: 

(2)  The  Secretary  shall  allot  the  funds  re- 
served, under  paragraph  (I)  among  Guam, 
American  Samoa,  the  Virgin  Islands,  the 
Northern  Mariana  Islands,  and  the  Trust 
Territory  of  the  Pacific  Islands  according  to 
their  respective  need  for  assistance  under 
this  Act. 

(c)(1)  Prom  the  remainder  of  the  amount 
appropriated  to  carry  out  this  Act  for  each 
fiscal  year  after  the  application  of  subsec- 
tions (a)  and  (b),  the  Secretary  shall  allot  to 
each  State  an  amount  which  bears  the  same 
ratio  to  that  remaining  amount  as  the 
number  of  children  aged  five  to  seventeen, 
inclusive,  in  the  State  bears  to  the  number 
of  such  children  in  all  States.  The  number 
of  children  aged  five  to  seventeen,  inclusive. 


in  a  State  and  in  all  the  SUtes  shall  be  de- 
termined by  the  Secretary  on  the  basis  of 
the  most  recent  available  data  satisfactory 
to  the  Secretary. 

(2)(A)  The  Secretary  may  reallot  all  or  a 
portion  of  the  State's  allotment  for  any 
fiscal  year  if  the  State  does  not  submit  a 
State  application  under  section  206,  or  oth- 
erwise indicates  to  the  Secretary  that  it 
does  not  need  or  cannot  use  the  full  amount 
of  its  allotment  for  that  fiscal  yetu-.  The 
Secretary  may  fix  one  or  more  dates  during 
a  fiscal  year  upon  which  to  make  reallot- 
ments. 

(B)  The  Secretary  may  reallot  funds  on  a 
competitive  basis  to  one  or  more  States  that 
demonstrate  a  current  need  for  additional 
funds  imder  this  Act.  Any  funds  reallotted 
to  another  State  shall  be  deemed  to  be  part 
of  its  allotment  for  the  fiscal  year  in  which 
the  funds  are  reallotted. 

(d)  For  the  purpose  of  this  section,  the 
term  "State"  does  not  include  Guam.  Ameri- 
can Samoa,  the  Virgin  Islands,  the  Northern 
Mariana  Islands,  or  the  Trust  Territory  of 
the  Pacific  Islands. 

Sec.  206.  State  Applications.— (a)  Any 
State  desiring  to  receive  a  grant  from  funds 
allotted  under  section  205  for  any  fiscal  year 
shall  submit  to  the  Secretary  a  State  appli- 
cation which  meets  the  requirements  of  this 
section. 

(b)  Each  State  application  shall— 

( 1 )  cover  a  period  of  three  fiscal  years: 

(2)  be  submitted  at  the  time  and  in  the 
manner  specified  by  the  Secretary:  and 

(3)  contain  whatever  information  the  Sec- 
retary may  reasonably  require,  including— 

(A)  assurances  that— 

(i)  the  State  educational  agency  will  be  re- 
sponsible for  the  administration,  including 
supervision,  of  all  State  and  local  projects 
supported  by  the  State's  grant  and  shall 
maintain  whatever  fiscal  control  and  fund 
accounting  procedures  are  necessary  to 
ensure  the  proper  disbursement  of,  and  ac- 
counting for.  Federal  funds  paid  to  the 
State  under  this  Act: 

(ii)  the  State  educational  agency  will  dis- 
tribute at  least  90  per  centum  of  its  allot- 
ment on  a  competitive  basis  to  local  educa- 
tional agencies  to  pay  the  Federal  share  of 
the  costs  of  local  projects  under  section  208; 

(iii)  the  State  educational  agency  will  pro- 
vide for  continuing  administrative  direction 
and  control  by  a  public  agency  over  funds 
under  this  Act  used  to  benefit  teachers, 
school  administrators,  and  students  in  pri- 
vate nonprofit  elementary  and  secondary 
schools;  and 

(iv)  no  more  than  5  per  centum  of  the 
amount  allotted  to  a  State  under  section 
205(c)  will  be  used  for  State  administration; 
and 

(B)  descriptions  of— 

(i)  the  priorities  and  goals  the  SUte  has 
selected  for  the  use  of  funds  under  this  Act 
during  the  period  of  the  State  application: 

(ii)  how,  in  establishing  its  priorities  and 
goals  under  the  State  plan,  the  State  has 
taken  into  account  the  needs  of  those  public 
and  private  nonprofit  elementary  and  sec- 
ondary schools  which  desire  to  have  their 
teachers,  school  administrators,  and  stu- 
dents participate  in  projects  under  this  Act; 

(iii)  the  procedures  and  criteria  the  State 
will  use  to  select  local  projects  to  be  sup- 
ported under  this  Act  from  among  the  ap- 
plications received: 

(iv)  how  parents,  local  educational  agen- 
cies, private  nonprofit  elementary  and  sec- 
ondary schools,  law  enforcement  agencies, 
the  courts.  State  agencies  engaged  in  pre- 
venting drug  abuse,  drug  and  alcohol  treat- 
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ment  programs,  and  other  interested  com- 
munity resources  have  been  involved  in  the 
development  of  the  State's  priorities  and 
goals  under  the  State  application: 

(V)  the  projects  the  State  will  carry  out 
with  the  portion  of  its  allotment  not  distrib- 
uted to  local  educational  agencies  or  used 
for  State  administration:  and 

(vi)  the  procedures  the  State  will  adopt  to 
ensure  compliance  with  section  209. 

(c)  Each  State  application  after  the  first 
must  contain  information  on  the  State  and 
local  projects  carried  out  under  the  preced- 
ing State  application,  including  data  on  the 
number  and  characteristics  of  persons  who 
participated,  and  an  assessment  of  the 
degree  to  which  those  projects  accom- 
plished the  goals  described  in  the  State  ap- 
plication. 

Sec.  207.  State  Projects.— (a)  The  State 
educational  agency  shall  use  that  portion  of 
its  allotment  that  is  not  distributed  to  local 
educational  agencies  or  used  for  State  ad- 
ministration for  State  projects  under  this 
section. 

(b)  Funds  under  this  section  shall  be  used 
to— 

(1)  provide  inservice  training  for  teachers 
and  schools  administrators  relating  to— 

(A)  the  authority  of  teachers  and  school 
administrators  to  maintain  an  orderly 
school  envirorunent  that  is  conducive  to 
learning,  including  their  authority  to  detect 
and  discipline  students  using  drugs  smd  alco- 
hol; 

(B)  the  causes  and  effects  of  drug  and  al- 
cohol use  by  elementary  and  secondary 
school  students: 

(C)  the  identification  and  treatment  of 
such  students:  and 

(D)  effective  techniques  for  instructing 
and  counseling  such  students: 

(2)  develop,  disseminate,  and  implement 
curricula,  counseling  programs,  and  teach- 
ing materials  to  prevent  drug  and  alcohol 
use: 

(3)  support  State  activities  designed  to  en- 
hance the  involvement  of  parents  in  pre- 
venting drug  and  alcohol  use  among  stu- 
dents, through  such  activities  as  educating 
parents  about  the  symptoms  and  effects  of 
drug  use: 

(4)  establish  cooperative  programs  be- 
tween the  schools  and  law  enforcement 
agencies,  the  courts,  drug  and  alcohol  treat- 
ment programs,  and  other  community  re- 
sources: 

(5)  collect  and  disseminate  information 
about  drug  and  alcohol  use  by  students: 

(6)  provide  technical  assistance  to  local 
educational  agencies  under  this  Act:  or 

(7)  support  any  other  State  project,  con- 
sistent with  the  purix>ses  of  this  Act,  that 
the  State  deems  necessary  to  achieve  and 
maintain  a  drug-free  environment  that  is 
conducive  to  learning  in  the  elementary  and 
secondary  schools  of  that  State. 

Sec.  208.  Local  Projects.- (a)  To  apply 
for  an  award  under  this  Act,  a  local  educa- 
tional agency  shall  submit  to  the  State  edu- 
cational agency  a  plan  which  describes  how 
the  local  educational  agency  will  achieve 
and  maintain  drug-free  elementary  and  sec- 
ondary schools.  Each  plan  must  be  for  a 
period  of  three  years.  In  addition,  the  plan 
must  describe-  for  grades  kindergarten 
through  12— 

(1)  the  extent  and  nature  of  the  current 
drug  and  alcohol  problem  in  the  schools  of 
the  local  educational  agency,  including  de- 
tailed information  which  shows— 

<A)  the  number  or  percentage  of  students 
who  use  drugs  or  alcohol: 

(B)  the  grade  level  of  those  students: 


(C)  the  type  of  drugs  they  use;  and 

(D)  how  the  local  educational  agency  ob- 
tained this  information: 

(2)  the  local  educational  agency's  drug 
and  alcohol  policy,  including  an  explanation 
of  (A)  the  disciplinary  practices  Euid  proce- 
dures it  will  strictly  enforce  to  eliminate  the 
sale  or  use  of  drugs  and  alcohol  on  school 
premises:  and  (B)  how  it  will  inform  stu- 
dents that  drug  use  is  both  harmful  and 
wrong: 

(3)  the  drug  and  alcohol  prevention  curric- 
ula, counseling  programs,  and  teaching  ma- 
terials the  local  educational  agency  will 
adopt,  including  an  explanation  of  why 
these  curricula,  programs,  and  materials  are 
appropriate  in  light  of  the  current  drug  and 
alcohol  problem  in  the  local  educational 
agency: 

(4)  the  inservice  training  the  local  educa- 
tional agency  will  provide  for  teachers  and 
school  administrators,  including  an  explana- 
tion of  why  this  inservice  training  is  appro- 
priate in  light  of  the  current  drug  and  alco- 
hol problem  in  the  local  educational  agency: 

(5)  how  the  local  educational  agency's 
plan  was  developed  and  will  be  implemented 
with  the  involvement  of  local  community  re- 
sources, including  parents,  law-enforcement 
agencies,  the  courts,  and  drug  and  alcohol 
treatment  programs: 

(6)  how  the  local  educational  agency  will 
monitor  the  effectiveness  of  its  plan:  and 

(7)  how  the  plan,  if  successful,  will  be  con- 
tinued after  Federal  assistance  under  this 
Act  terminates. 

(b)(1)  In  order  to  apply  for  funds  under 
this  Act  for  the  second  and  third  year  of  its 
plan,  a  local  educational  agency  shall 
submit  to  the  State  educational  agency  an 
annual  progress  report  at  the  end  of  the 
first  and  second  years  of  its  plan,  as  appro- 
priate. Each  annual  progress  report  must 
describe  in  detail— 

(A)  the  local  educational  agency's  signifi- 
cant accomplishments  under  the  plan 
during  the  preceding  year: 

(B)  the  extent  to  which  the  original  objec- 
tives of  the  plan  are  being  achieved,  includ- 
ing a  reduction  in  the  number  of  students 
who  use  drugs:  and 

(C)  any  modifications  of  the  plan  that  are 
appropriate. 

(2)  No  local  educational  agency  may  re- 
ceive funds  under  this  Act  for  the  second  or 
third  year  of  its  plan  unless  its  annual 
progress  report  shows  that  the  local  educa- 
tional agency  is  making  reasonable  progress 
toward  accomplishing  the  purposes  of  this 
Act. 

(3)  At  the  end  of  the  third  year  of  its  plan, 
the  local  educational  agency  shall  submit  to 
the  State  educational  agency  a  final  report 
which  assesses  the  effectiveness  of  the 
three-year  plan  in  meeting  its  objectives. 
Each  final  report  must  contain  information 
which  indicates  the  extent  to  which  the 
plan  has  succeeded  in  achieving  and  main- 
taining schools  that  are  drug-free. 

(c)  A  local  educational  agency  shall  use 
funds  under  this  section,  in  accordance  with 
its  plan,  to— 

(1)  provide  inservice  training  for  teachers 
and  school  administrators  relating  to— 

(A)  the  authority  of  teachers  and  school 
administrators  to  maintain  an  orderly 
school  environment  that  is  conducive  to 
learning,  including  their  authority  to  detect 
and  discipline  students  using  drugs  and  alco- 
hol: 

(B)  the  causes  and  effects  of  drug  and  al- 
cohol use  by  elementary  and  secondary 
school  students: 

(C)  the  identification  and  treatment  of 
such  students:  and 


(D)  effective  techniques  for  instructing 
and  counseling  such  students: 

(2)  support  increased  security  measures  in 
schools: 

(3)  develop  and  implement  curricula, 
counseling  programs,  and  teaching  materi- 
als to  prevent  drug  and  alcohol  use: 

(4)  involve  parents,  teachers,  and  school 
administrators  in  preventing  drug  and  alco- 
hol use  among  students,  through  such  ac- 
tivities as  educating  those  ptu-ents.  teachers, 
and  school  administrators  about  the  symp- 
toms and  effects  of  drug  use: 

(5)  establish  cooperative  programs  be- 
tween local  law-enforcement  agencies,  the 
courts,  drug  and  alcohol  treatment  pro- 
grams, and  other  conununity  resources:  or 

(6)  support  any  other  local  project  consist- 
ent with  the  purpose  of  this  Act,  that  the 
local  educational  agency  deems  necessary  to 
achieve  and  maintain  a  drug-free  environ- 
ment that  is  conducive  to  learning  in  its  ele- 
mentary and  secondary  schools. 

(d)  The  Federal  share  of  the  cost  of  a 
local  project  under  this  Act  may  not  exceed 
67  per  centum. 

Sec.  209.  Participation  of  Private 
School  Teachers,  School  Administrators, 
AND  Students.— (a)(1)  To  the  extent  consist- 
ent with  the  number  of  children  who  are  en- 
rolled in  participating  private  nonprofit  ele- 
mentary and  secondary  schools  in  the  State, 
the  State  educational  agency  shall  ensure 
equitable  participation  in  the  purposes  and 
benefits  of  State  projects  under  section  207 
for  teachers,  school  administrators,  and  stu- 
dents in  such  schools. 

(2)  To  the  extent  consistent  with  the 
number  of  children  who  are  enrolled  in  par- 
ticipating private  nonprofit  elementary  and 
secondary  schools  located  in  the  school  dis- 
trict of  a  local  educational  agency,  that 
local  educational  agency  shall  ensure  equi- 
table participation  in  the  purposes  and  ben- 
efits of  local  projects  under  section  208  for 
teachers,  school  administrators,  and  stu- 
dents in  such  schools. 

(b)  To  satisfy  the  requirements  of  subsec- 
tion (a),  a  State  educational  agency  or  a 
local  educational  agency  shall— 

(1)  consult  with  appropriate  private  non- 
profit school  representatives  during  the 
design  and  development  of  the  project  to 
determine  which  schools  desire  to  partici- 
pate in  the  project  and  the  needs  of  the 
teachers,  school  administrators,  and  stu- 
dents in  those  participating  schools,  and 

(2)  then  provide,  sis  appropriate,  benefits 
authorized  by  this  Act  for  teachers,  school 
administrators,  and  students  in  such 
schools. 

(c)  No  funds  under  this  Act  may  be  used— 

(1)  for  any  religious  worship,  proselytiza- 
tion,  or  activity  of  a  school  or  department  of 
divinity,  or 

(2)  to  provide  or  improve  any  program  of 
religious  instruction. 

Sec.  210.  National  Programs.— (a)  The 
Secretary  shall  use  funds  reserved  under 
section  205(a)  to  carry  out  national  pro- 
grams designed  to  achieve  and  maintain  a 
drug-free  environment  that  is  conducive  to 
learning  in  elementary  and  secondary 
schools.  The  Secretary  may  carry  out  such 
programs  directly,  or  through  grants,  con- 
tracts, or  cooperative  agreements  with  State 
or  local  educational  agencies,  institutions  of 
higher  education,  and  other  public  and  pri- 
vate agencies,  organizations,  and  institu- 
tions. The  Secretary  shall,  when  appropri- 
ate, coordinate  activities  under  this  section 
with  the  Secretary  of  Health  and  Human 
Services. 
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(b)  The  Secretary  shall  use  funds  under 
this  section  to— 

(1)  collect  and  disseminate  information 
at>out  drug  and  alcohol  use  among  students 
in  elementary  and  secondary  schools; 

(2)  collect  and  disseminate  information  on 
effective  curricula,  counseling  programs, 
and  teaching  materials  to  prevent  drug  and 
alcohul  use; 

(3}  conduct  research  on  the  effects  of 
drug  and  alcohol  use  on  elementary  and  sec- 
ondary education; 

(4)  conduct  workshops  and  seminars  to  en- 
courage greater  cooperation  between 
schools  and  the  community,  including  par: 
ents,  law-enforcement  agencies,  the  courts, 
and  social  service  agencies;  or 

(5)  carry  out  any  other  national  level 
project  or  activity,  consistent  with  the  pur- 
poses of  this  Act,  that  the  Secretary  deems 
necessary  to  achieve  and  maintain  a  drug- 
free  environment  that  is  conducive  to  learn- 
ing in  elementary  and  secondary  schools. 

Sec.  211.  Drug  Testing  in  Educational 
Institutions.— It  shall  not  be  unlawful 
under  Federal  statute  or  regulation  for  any 
educational  institution— 

(a)  to  require  as  a  condition  of  admission 
or  continued  enrollment  that  students  re- 
frain from  the  use  of  illegal  drugs; 

(b)  to  conduct  drug  testing  of  its  students 
or  applicants  for  admission  to  determine  if 
they  use  illegal  drugs; 

(c)  to  refuse  enrollment  to  applicants  for 
admission  who  use  illegal  drugs;  or 

(d)  to  take  disciplinary  action  against  stu- 
dents, including  suspension  or  expulsion, 
who  use  illegal  drugs  whether  or  not  the  use 
occurred  at  the  educational  institution. 

Sec.  212.  Use  of  Funds.— Federal  funds 
made  available  to  a  State  or  local  education- 
al agency  under  this  Act  shall  be  used  to 
supplement  and,  to  the  extent  practicable, 
increase  the  amount  of  non-Pederal  funds 
that  would,  in  the  absence  of  such  Federal 
funds,  be  made  available  for  the  purposes  of 
this  Act,  and  in  no  case  to  supplant  such 
non-Federal  fiinds. 

Sec.  213.  Conforming  Amendments.— Sec- 
tion 583(b)  of  Education  Consolidation  and 
Improvement  Act  (20  U.S.C.  3851(b))  is 
amended  by— 

(1)  inserting  an  "and"  at  the  end  of  para- 
graph (2); 

(2)  striking  out  paragraph  (3);  and 

(3)  redesignating  paragraph  (4)  as  para- 
graph (3). 

Sec.  214.  Definitions.— The  definitions  of 
terms  used  in  this  Act  shall  be  the  same 
definitions  given  those  terms  under  section 
595  of  the  Education  Consolidation  and  Im- 
provement Act  (20  U.S.C.  3875). 

Sec.  215.  Effective  Date.— The  provisions 
of  this  Act  shall  take  effect  upon  enact- 
ment. 

TITLE  III— SUBSTANCE  ABUSE 
SERVICES  AMENDMENTS  OF  1986 

Sec.  301.  (a)  This  title  may  be  cited  as  the 
"Substance  Abuse  Services  Amendments  of 
1986". 

(b)  The  amendments  in  this  title  apply  to 
the  Public  Health  Service  Act. 

Sec.  302.  Extension  of  Block  Grant.— 
Section  1911  is  amended— 

(1)  by  striking  out  "and"  after  "1986,", 
and 

(2)  by  inserting  before  the  period  the  fol- 
lowing: ",  $490,000,000  for  fiscal  year  1988. 
and  such  sums  as  may  be  necessary  for  each 
of  the  four  succeeding  fiscal  years". 

Sec.  303.  Elimination  of  Certain  Block 
Grant  Earmarks.— (a)  Section  1916(c)  is 
amended  by  striking  out  paragraphs  (2),  (7), 
(8),  (14).  and  (15). 


(b)  Subsections  (g)  and  (h)  of  section  1916 
are  repealed. 

(c)  The  second  sentence  of  section 
1917(a)(1)  is  amended— 

(1)  by  striking  out  clause  (C)  through  the 
comma,  and 

(2)  by  redesignating  clause  (D)  as  (C). 

(d)  The  amendments  made  by  the  preced- 
ing subsections  apply  to  appropriations  for 
fiscal  year  1988  and  succeeding  fiscal  years. 
TITLE  IV-DRUG  INTERDICTION  AND 

INTERNATIONAL  COOPERATION  ACT 
OF  1986 
Subtitle  A— International  Forfeiture 
Enabling  Act  1986 

Sec.  401.  This  subtitle  may  be  cited  as  the 
"International  Forfeiture  Enabling  Act  of 
1986. 

Sec.  402.  Forfeiture  Relating  to  Foreign 
Unlavi^ful  Drug  Activities.— (a)  Part  E  of 
the  Controlled  Substances  Act  is  amended 
by  adding  after  section  516  a  new  section 
517  (21  U.S.C.  887)  to  read  as  follows: 

"Sec  517.  Forfeiture  Relating  to  For- 
eign Unlawful  Drug  Activities.— (a)  The 
following  property  located  within  the  juris- 
diction of  the  United  States  relating  to  an 
unlawful  drug  activity  committed  within 
the  jurisdiction  of  a  foreign  country  shall  be 
subject  to  forfeiture  to  the  United  States: 

"(1)  any  property  constituting,  or  derived 
from,  any  proceeds  obtained,  directly  or  in- 
directly, as  a  result  of  the  unlawful  drug  ac- 
tivity; and 

"(2)  any  property  used,  or  intended  to  be 
used,  in  any  manner  or  part,  to  commit,  or 
to  facilitate  the  commission  of,  the  unlawful 
drug  activity;  except  that  no  property  shall 
be  forfeited  under  this  section,  to  the  extent 
of  the  interest  of  an  owner,  by  reason  of  any 
act  or  omission  established  by  that  owner  to 
have  been  committed  or  omitted  without 
the  knowledge  or  consent  of  that  owner. 

"(b)  Except  to  the  extent  that  they  are  in- 
consistent with  the  provisions  of  this  sec- 
tion, the  provisions  of  section  881  of  this 
title  shall  apply  to  forfeiture  under  this  sec- 
tion. 

"(c)  Notwithstanding  any  other  provision 
of  law,  whenever  property  is  civilly  or  crimi- 
nally forfeited  under  this  subchapter,  the 
Attorney  General  may  equitably  transfer 
any  conveyance,  currency,  and  any  other 
type  of  personal  property  which  the  Attor- 
ney General  may  designate  by  regulation 
for  equitable  transfer,  or  any  amounts  real- 
ized by  the  United  States  from  the  sale  of 
any  real  or  personal  property  forfeited 
under  this  subchapter  to  an  appropriate  for- 
eign country  to  reflect  generally  the  contri- 
bution of  any  such  foreign  country  partici- 
pating directly  or  indirectly  in  any  acts 
which  led  to  the  seizure  or  forfeiture  of 
such  property.  Such  property  when  forfeit- 
ed pursuant  to  subsection  (a)  of  this  section 
may  also  be  transferred  to  a  foreign  country 
pursuant  to  an  international  agreement  pro- 
viding for  the  transfer  of  forfeited  property 
to  such  foreign  country.  A  decision  by  the 
Attorney  General  pursuant  to  this  para- 
graph shall  not  be  subject  to  review.  The 
foreign  country  shall,  in  the  event  of  a 
transfer  of  property  or  proceeds  of  sale  of 
property  under  this  subchapter,  bear  all  ex- 
penses incurred  by  the  United  States  in  the 
seizure,  maintenance,  inventory,  storage, 
forfeiture,  and  disposition  of  the  property, 
and  all  transfer  costs.  The  payment  of  all 
such  expenses,  and  the  transfer  of  assets 
pursuant  to  this  paragraph,  shall  be  upon 
such  terms  and  conditions  as  the  Attorney 
General  may,  in  his  discretion,  set. 

"(d)  The  provisions  of  this  section  shall 
not  be  construed  as  limiting  or  superseding 


any  other  authority  of  the  United  States  to 
provide  assistance  to  a  foreign  country  in 
obtaining  property  related  to  a  crime  com- 
mitted in  the  foreign  country,  including,  but 
not  limited  to,  property  which  is  sought  as 
evidence  of  a  crime  committed  in  the  for- 
eign country. 

"(e)  As  used  in  this  section— 

"(1)  the  term  property,  includes  real 
property'  including  things  growing  on,  af- 
fixed to,  and  found  in  land,  and  tangible 
and  intangible  personal  property,  including 
rights,  privileges,  interests,  claims,  and  secu- 
rities; and 

"(2)  the  term  unlawful  drug  activity' 
means  any  act  or  activity  constituting  a 
drug  offense  under  the  laws  of  a  foreign 
country  within  whose  jurisdiction  such  act 
or  activity  occurred,  punishable  by  death  or 
imprisonment  for  a  term  exceeding  one 
year,  which  would  be  punishable  by  this 
chapter  by  imprisonment  for  a  term  exceed- 
ing one  year  if  such  act  or  activity  had  oc- 
curred within  the  jurisdiction  of  the  United 
States. 

"(f)  A  certified  order  or  judgment  of  for- 
feiture by  a  court  of  complete  jurisdiction  of 
a  foreign  country  concerning  property 
which  is  the  subject  of  forfeiture  under  this 
section  and  was  determined  by  such  court  to 
be  the  type  of  property  described  in  subsec- 
tion (a)  of  this  section,  and  any  certified  re- 
cordings or  transcripts  of  testimony  taken 
in  a  foreign  judicial  proceeding  concerning 
such  order  or  judgment  of  forfeiture,  shall 
be  admissible  in  evidence  in  a  proceeding 
brought  pursuant  to  this  section.  Such  certi- 
fied order  or  judgment  of  forfeiture,  when 
admitted  into  evidence,  shall  constitute 
probable  cause  that  the  property  forfeited 
by  such  order  or  judgment  of  forfeiture  is 
subject  to  forfeiture  under  this  section  and 
creates  a  rebuttable  presumption  of  the  for- 
feitability  of  such  property  under  this  sec- 
tion. 

"(g)  A  certified  order  or  judgment  of  con- 
viction by  a  court  of  competent  jurisdiction 
of  a  foreign  country  concerning  an  unlawful 
drug  activity  which  gives  rise  to  forfeiture 
under  this  section  and  any  certified  record- 
ings or  transcripts  of  testimony  taken  in  a 
foreign  judicial  proceeding  concerning  such 
order  or  judgment  of  conviction  shall  be  ad- 
missible in  evidence  in  a  proceeding  brought 
pursuant  to  this  section.  Such  certified 
order  or  judgment  of  conviction,  when  ad- 
mitted into  evidence,  creates  a  rebuttable 
presumption  that  the  unlawful  drug  activity 
giving  rise  to  forfeiture  under  this  section 
has  occurred. 

"(h)  The  provisions  of  subsections  (f)  and 
(g)  of  this  section  shall  not  be  construed  as 
limiting  the  admissibility  of  any  evidence 
otherwise  admissible,  nor  shall  they  limit 
the  ability  of  the  United  States  to  establish 
probable  cause  that  property  is  subject  to 
forfeiture  by  any  evidence  otherwise  admis- 
sible.". 

(b)  The  Table  of  Sections  at  the  beginning 
of  chapter  13  of  title  21  is  amended  by 
adding  at  the  end  thereof  the  following  new 
item: 

"887.  Forfeiture  Relating  to  Foreign  Unlaw- 
ful Drug  Activities.". 

Subtitle  B— Mansfield  Amendment  Repeal 

Act  of  1986 
Sec  411.  This  subtitle  may  be  cited  as  the 
"Mansfield    Amendment    Repeal    Act    of 
1986". 

Sec  412.  Repeal.— Subsection  481(c)  of 
the  Foreign  Assistance.  Act  of  1981.  as 
amended.  (22  U.S.C.  2291(c))  is  repealed. 
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Subtitle  C— Narcotic  Traffickers 
Deportation  Act  of  1986 

Sec.  431.  This  subtitle  may  be  cited  as  the 
"Narcotic  Traffickers  Deportation  Act  of 
1986. 

Sec.  422.  Deportation.— Subsection  (a)(ll) 
of  TlUe  II  of  Chapter  477  of  the  Act  of  June 
27.  1952  (8  U.S.C.  1251).  as  amended,  is  fur- 
ther amended  to  delete  all  language  which 
follows  "has  been  convicted  of  a  violation  of 
and  to  insert  in  its  stead,  "any  provision  of 
the  Controlled  Substances  Act.  the  Con- 
trolled Substances  Import  and  Export  Act. 
the  Act  of  September  15.  1980  (Pub.  L.  96- 
350.  94  Stat.  1159-60).  or  any  other  law  of  a 
State,  the  United  States,  or  a  foreign  coun- 
try relating  to  narcotic  drugs,  marihuana,  or 
depressant  or  stimulant  substances. ' 

Subtitle  D— Customs  Enforcement  Act  of 

1986 
Sec.  423.  This  subtitle  may  be  cited  as  the 
"Customs  Enforcement  Act  of  1986". 

PAKT  A— TARIFF  ACT  AMENDMENTS 

Sec.  424.  Section  401.  Tariff  Act  of  1930 
(19  U.S.C.  1401)  is  amended- 

(a)  by  deleting  the  period  in  subsection  (c) 
and  inserting  the  phrase  ".  and  monetary 
instruments  as  defined  in  section  5312  of 
title  31.  United  States  Code. ': 

(b)  by  adding  new  subsections  (m)  and  (n) 
to  read  as  follows: 

"(m)  Controlled  Substance.— The  term 
"controlled  substance"  means  controlled 
substance  as  defined  in  section  102(6)  of  the 
Controlled  Substances  Act  (21  U.S.C. 
802(6))." 

"(n)  Prohibited  and  Restricted.— The 
terms  "prohibited"  and  "restricted"  when 
used  in  connection  with  the  importation  of 
merchandise  are  interchangeable  and  refer 
to  merchandise,  the  importation  of  which  is 
not  legally  permitted,  or.  which  may  only  be 
imported  under  certain  conditions  or  with 
certain  permits  or  other  documents  and  all 
the  conditions  have  not  been  complied  with 
or  the  permits  or  documents  lawfully  ob- 
tained.". 

Sec.  425.  Section  433.  Tariff  Act  of  1930. 
as  amended  (19  U.S.C.  1433),  is  amended  to 
read  as  follows: 

-SEC  433.  REPORT  OF  ARRIVAL. 

"(a)  The  master  of  any  vessel  from  a  for- 
eign port  or  place,  or  of  a  foreign  vessel 
from  a  domestic  port,  or  of  a  vessel  of  the 
United  States  carrying  bonded  merchandise, 
or  foreign  merchandise  for  which  entry  has 
not  been  made,  arriving  at  any  port  or  place 
within  the  United  States  or  the  Virgin  Is- 
lands shall  immediately  report  the  arrival  of 
the  vessel  at  the  nearest  customs  facility  or 
such  other  place  as  the  Secretary  of  the 
Treasury  may  prescribe  in  regulations.  The 
Secretary  may  by  regulation  prescribe  the 
manner  in  which  arrival  shall  be  reported 
and  may  extend  the  time,  not  to  exceed 
twenty-four  hours  after  the  arrival  of  the 
vessel,  in  which  to  report  arrival. 

"(b)  Any  vehicle  arriving  in  the  United 
States  shall  cross  the  border  only  at  a  point 
designated  by  the  Secretary  and  the  person 
in  charge  of  the  vehicle  shall  immediately 
report  its  arrival  and  present  the  vehicle,  all 
persons  and  merchandise  (including  bag- 
gage) on  board,  for  inspection  to  the  cus- 
toms officer  at  the  customs  facility  desig- 
nated for  that  crossing  point,  unless  other- 
wise authorized  by  the  Secretary. 

"(c)  The  pilot  of  any  aircraft  arriving  in 
the  United  States  shall  comply  with  such 
advance  notification,  arrival  reiiorting,  and 
landing  requirements  as  the  Secretary  may 
be  regulation  prescribe. 


"(d)  No  vessel,  vehicle  or  aircraft  shall 
depart  from  the  port,  place,  or  airport  of  ar- 
rival, nor  discharge  any  merchandise  (in- 
cluding baggage)  or  passengers,  except  in 
accordance  with  regulations  prescribed  by 
the  Secretary,  unless  otherwise  authorized 
by  law. 

"(e)  The  master,  person  in  charge  of  a  ve- 
hicle, or  aircraft  pilot  shall  present  to  cus- 
toms officers  such  documents,  papers,  or 
manifests  as  the  Secretary  by  regulation 
may  prescribe.". 

Sec.  426.  Section  436  of  the  Tariff  Act  of 
1930  (19  U.S.C.  1436)  is  amended  to  read: 

"SEC.  43«.  penalties  FOR  VIOLATIONS  OF  THE  AR- 
RIVAL REPORTING  AND  ENTRY  RE- 
QIIREMENTS. 

"(a)  Any  master,  person  in  charge  of  a  ve- 
hicle, or  aircraft  pilot— 

(i)  who  fails  to  report  arrival  as  required 
by  section  433  of  this  Act  or  regulations  pro- 
mulgated thereunder: 

(ii)  who  fails  to  make  entry  as  required  by 
sections  434  or  435  of  this  Act  or  regulations 
promulgated  under  those  sections  or  section 
1109  of  the  Federal  Aviation  Act  (49  U.S.C. 
App.  1509)  or  section  644  of  this  Act; 

(ill)  who  departs  from  the  place  of  arrival 
or  the  designated  customs  facility  without 
appropriate  authorization:  or 

(iv)  who  presents  any  forged,  altered  or 
false  document  or  paper  to  a  customs  officer 
without  revealing  the  true  facts- 
shall  be  subject  to  a  civil  penalty  of  $5,000 
for  the  first  violation,  and  $10,000  for  each 
subsequent  violation,  and  any  conveyance 
used  in  connection  with  any  such  violation 
shall  be  subject  to  seizure  and  forfeiture. 

"(b)  Any  master,  person  in  charge  of  a  ve- 
hicle, or  aircraft  pilot  who  willfully  commits 
any  violation  enumerated  in  subsection  (a) 
shall  be  liable  to  an  additional  fine  of  not 
more  than  $2,000  and  imprisonment  for  not 
more  thain  one  year,  or  both,  and  if  the  con- 
veyance has,  or  is  discovered  to  have  had,  on 
board  any  merchandise  (sea  stores,  or  the 
equivalent  for  conveyances  other  than  ves- 
sels, excepted.)  the  importation  of  which 
into  the  United  States  is  prohibited  or  re- 
stricted (and  all  conditions  have  not  been 
complied  with),  or  any  controlled  sub- 
stances, spirits,  wines,  or  other  alcoholic  liq- 
uors, such  person  shall  be  liable  to  an  addi- 
tional fine  of  not  more  than  $10,000  and  im- 
prisonment for  not  more  than  five  years,  or 
both. 

"(c)  If  any  merchandise  (sea  stores,  or  the 
equivalent  for  conveyances  other  than  a 
vessel,  excepted)  is  imported  or  brought  into 
the  United  States  in  or  aboard  a  conveyance 
which  was  not  properly  reported  or  entered, 
the  master,  person  in  charge  of  a  vehicle,  or 
aircraft  pilot  shall  be  liable  to  a  penalty 
equal  to  the  value  of  the  merchandise  and 
the  merchandise  shall  be  seized  and  forfeit- 
ed unless  properly  entered  by  the  importer 
or  consignee.  If  the  merchandise  consists  of 
the  controlled  substances  listed  in  section 
584  of  this  Act,  the  master,  person  in  charge 
of  a  vehicle,  or  pilot  shall  be  liable  to  the 
penalties  prescribed  in  that  section.". 

(b)  Section  585  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1585)  is  amended— (i)  by  deleting 
"shall  be  liable  to  a  penalty  of  $5,000."  after 
"vessel." 

(ii)  by  deleting  "$500"  and  inserting  in  lieu 
thereof  "$5,000  for  the  first  violation,  and 
$10,000  for  each  subsequent  violation." 

Sec.  427.  Section  454.  Tariff  Act  of  1930. 
as  amended  (19  U.S.C.  1454).  is  amended  by 
striking  "$500  for  each"  and  Inserting  in 
lieu  thereof  "$1,000  for  the  first  passenger 
and  $500  for  each  additional". 


Sec.  428.  Section  459.  Tariff  Act  of  1930. 
as  amended  (19  U.S.C.  1459),  is  amended  to 
read  as  follows: 

SEC.   459.    REPORTING    REQUIREMENTS   FOR   INDI- 
VIDUALS. 

"(a)  All  persons  arriving  in  the  United 
States  other  than  by  vessel,  vehicle  or  air- 
craft shall  enter  the  United  States  only  at  a 
border  crossing  point  designated  by  the  Sec- 
retary and  shall  immediately  report  their 
arrival  and  present  themselves  and  all  arti- 
cles accompanying  them  for  inspection  to 
the  customs  officer  at  the  customs  facility 
designated  for  that  crossing  point,  unless 
otherwise  authorized  by  the  Secretary  or 
pursuant  to  regulations.  No  p>erson  may 
depart  from  the  place  of  arrival  until  au- 
thorized by  the  appropriate  customs  officer. 

"(b)  All  passengers  and  crew  members 
aboard  a  conveyance  arriving  in  the  United 
States  shall  remain  aboard  the  arriving  con- 
veyance until  authorized  by  the  appropriate 
customs  officer  or  pursuant  to  regulations. 
Upon  departing  the  conveyance,  they  shall 
immediately  report  to  the  designated  cus- 
toms facility  together  with  all  articles  ac- 
companying them  and  remain  there  until 
the  appropriate  customs  officer  has  author- 
ized them  to  depart. 

"(c)  Persons  at>oard  a  conveyance  whose 
arrival  was  not  made  or  reported  in  accord- 
ance with  the  provisions  of  sections  433  or 
644  of  this  Act  or  section  1109  of  the  Feder- 
al Aviation  Act  of  1958  (19  U.S.C.  1433,  1644 
or  49  U.S.C.  App.  1509),  or  the  appropriate 
regulations,  are  obligated  to  immediately 
notify  customs  and  report  their  arrival,  to- 
gether with  appropriate  information  con- 
cerning the  conveyance  on  or  in  which  they 
arrived  and  present  their  property  for  cus- 
toms examination  and  inspection.". 

Sec  429.  Section  460,  Tariff  Act  of  1930. 
as  amended  (19  U.S.C.  1460).  is  amended  to 
read  as  follows: 

•SEC.   4«0.   penalties  FOR  FAILURE  TO  REPORT, 
ETC. 

"(a)  Any  person  subject  to  section  459  (19 
U.S.C.  1459)  of  this  Act  who: 

( 1 )  fails  to  report  arrival  as  required; 

(2)  departs  from  the  customs  facility  with- 
out authorization;  or 

(3)  presents  any  forged,  altered,  or  false 
documents  or  paper  to  a  customs  officer 
without  revealing  the  true  facts- 
shall  be  subject  to  a  civil  penalty  of  $5,000 
for  the  first  violation,  and  $10,000  for  each 
subsequent  violation. 

"(b)  Any  person  who  willfully  commits 
any  violations  enumerated  in  (a)  above  shall 
be  liable  to  an  additional  fine  of  not  more 
than  $2,000  and  imprisonment  for  not  more 
than  one  year,  or  both.". 

Sec  430.  Section  491,  Tariff  Act  of  1930 
(19  U.S.C.  1491)  is  amended  by— 

(a)  deleting  "one  year"  and  substituting  in 
lieu  thereof  "six  months";  and 

(b)  inserting  the  following  new  subsection 
(c)  at  the  end  thereof: 

"(c)  At  the  end  of  the  six  month  period 
set  forth  in  subsection  (a),  title  to  the  mer- 
chandise shall  be  deemed  to  have  vested  in 
the  United  States.  In  lieu  of  sale,  merchan- 
dise may  be  retained  for  official  use  or  oth- 
erwise disposed  of  in  accordance  with  regu- 
lations. If  the  property  is  retained  for  offi- 
cial use  in  lieu  of  sale,  the  receiving  agency 
shall  pay  an  interested  party  making  timely 
and  proper  claim  the  same  amount  as  such 
party  would  be  entitled  to  receive  if  the 
goods  had  been  sold.  The  decision  of  the 
Secretary  as  to  the  value  shall  be  final  on 
all  parties.". 
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Sec.  431.  Section  492.  Tariff  Act  of  1930 
(19  U.S.C.  1492)  is  amended  by  inserting  ", 
retained  for  official  use  or  otherwise  dis- 
posed of"  after  "destroyed". 

Sec.  432.  Section  509.  Tariff  Act  of  1930. 
as  amended  (19  U.S.C.  1509),  is  amended  by 
striking  the  phrase  "required  to  be  Icept 
under  section  508  of  this  Act  (19  U.S.C. 
1508)",  wherever  it  appears. 

Sec.  433.  Section  526(e)(3)  of  the  Tariff 
Act  of  1930  (19  U.S.C.  1526(e)(3))  is  amend- 
ed by  striking  "1  year"  and  inserting  "60 
days". 

Sec.  434.  Section  584.  Tariff  Act  of  1930, 
as  amended  (19  U.S.C.  1584)  is  amended— 

(a)  by  striking  all  of  subsection  (b); 

(b)  by  deleting  the  subsection  designation 
"(a)"  preceding  the  first  paragraph; 

(c)  by  substituting  "$1,000"  for  "$500" 
wherever  it  appears;  and 

(d)  by  substituting  "$200".  "$500,"  and 
"$1,000"  for  "$10",  "$25"  and  "$50"  respec- 
tively wherever  they  appear. 

Sec.  435.  Section  586,  Tariff  Act  of  1930  is 
amended— 

(a)  by  substituting  "$10,000"  for  "$1,000" 
wherever  it  appears: 

(b)  by  deleting  "one  league  of  the  coast  of 
the  United  States"  and  inserting  "Customs 
waters"  and  by  substituting  "15  years"  for 
"2  years"  in  subsection  (e). 

Sec.  436.  The  Tariff  Act  of  1930  is  amend- 
ed by  adding  a  new  section  590  (19  U.S.C. 
1590)  to  read  as  follows: 

■^EC.  SM.  AVIATION  SMUGGLING. 

"(a)  It  shall  be  unlawful  for  the  pilot  of 
any  aircraft  to  transport,  or  for  any  person 
on  board  any  aircraft  to  possess,  merchan- 
dise knowing  or  intending  that  it  be  Intro- 
duced into  the  United  States  contrary  to 
law. 

"(b)  It  shall  be  unlawful  for  any  person  to 
transfer  any  merchandise  between  an  air- 
craft and  a  vessel  on  the  high  seas  or  in  the 
Customs  waters  of  the  United  States  if  such 
person  has  not  been  authorized  by  the  Sec- 
retary to  make  such  transfer- 

(1)  If  the  aircraft  is  owned  by  a  citizen  of 
the  United  States  or  is  registered  In  the 
United  States  or  the  vessel  is  a  vessel  of  the 
United  States  as  defined  In  section  3(b)  of 
the  Anti-Smuggling  Act  (19  U.S.C.  1703(b)) 
and  the  merchandise  consists  of  controlled 
substances,  spirits,  wines,  or  other  alcoholic 
liquors  or  other  merchandise,  the  importa- 
tion of  which  into  the  United  States  is  pro- 
hibited or  restricted  or 

(2)  regardless  of  the  nationality  of  the 
vessel  or  aircraft,  under  circumstances  indi- 
cating the  purpose  of  the  transfer  is  to 
render  it  possible  that  such  merchandise  or 
any  part  thereof  may  be  introduced  or  at- 
tempted to  be  introduced  into  the  United 
States  contrary  to  law. 

"(c)  Any  person  who  violates  any  provi- 
sion of  this  section  shall  be  liable  to  a  civil 
penalty  equal  to  twice  the  value  of  the  mer- 
chandise but  not  less  than  $10,000  and.  in 
addition,  to  a  fine  of  not  more  than  $10,000 
and  imprisonment  for  a  period  of  not  more 
than  5  years  or  both  If  the  merchandise  in- 
volved was  not  a  controlled  substance,  and  a 
fine  of  not  more  than  $250,000  and  impris- 
onment for  a  period  of  not  more  than  20 
years  or  both.  If  it  is  a  controlled  substance. 

"(d)  Any  vessel  or  aircraft  used  In  connec- 
tion with,  or  to  aid  or  facilitate,  any  of  the 
foregoing  unlawful  acts  whether  or  not  any 
person  is  charged  in  connection  with  such 
acts  shall  be  seized  and  civilly  forfeited  in 
accordance  with  the  customs  laws. 

"(e)  For  purposes  of  this  Act,  any  one  of 
the  following  acts  when  performed  within 
250  miles  of  the  territorial  sea  of  the  United 


States  shall  be  prima  facie  evidence  that  the 
transportation  or  possession  of  merchandise 
was  in  violation  of  law,  and  shall  be  pre- 
sumed to  constitute  circumstances  indicat- 
ing the  purpose  of  the  transfer  referred  to 
in  subsection  (b)(2)  is  to  render  it  possible 
that  such  merchandise  or  any  part  thereof 
may  be  introduced  or  attempted  to  be  intro- 
duced into  the  United  States  contrary  to 
law,  and  for  purposes  of  subsection  (d)  of 
this  section  or  Section  596  of  this  Act  the 
following  acts  shall  be  prima  facie  evidence 
that  an  aircraft  or  vessel  was  used  in  con- 
nection with,  or  to  aid  or  facilitate  a  viola- 
tion: 

(1)  the  operation  of  an  aircraft  or  a  vessel 
without  lights  during  such  times  as  lights 
are  required  to  be  displayed  under  applica- 
ble law  or  regulation; 

(2)  the  presence  on  an  aircraft  of  an  auxil- 
iary fuel  tank  which  is  not  installed  in  ac- 
cordance with  applicable  law  or  regulation; 

(3)  the  failure  to  identify  correctly  the 
vessel  by  name,  country  of  registration  or 
the  aircraft  by  registration  number  and 
country  of  registration  when  requested  to 
do  so  by  a  Customs  officer  or  other  govern- 
ment authority; 

(4)  the  external  display  of  false  registra- 
tion numbers,  false  country  of  registration 
or  false  name  (for  a  vessel); 

(5)  the  presence  on  board  of  unmanifested 
merchandise,  the  importation  of  which  is 
prohibited  or  restricted; 

(6)  the  presence  on  board  of  controlled 
substances  which  are  not  manifested  or 
which  are  not  accompanied  by  the  permits 
or  licenses  required  under  the  Single  Con- 
vention on  Narcotic  Drugs  or  other  interna- 
tional treaty; 

(7)  the  presence  of  any  compartment  or 
equipment  which  is  built  or  fitted  out  for 
smuggling;  ot- 

(8)  the  failure  of  a  vessel  to  stop  when 
hailed  by  a  customs  officer  or  other  govern- 
ment authority.". 

Sec  437.  Section  592.  Tariff  Act  of  1930, 
as  amended  (19  U.S.C.  1592)  is  amended  as 
follows: 

(a)  Paragraph  (c)(4)  is  amended  by— (1) 
deleting  the  words  "a  formal"  and  inserting 
"an  inquiry  or"  in  lieu  thereof,  and  insert- 
ing the  phrase  "(unless  the  merchandise  is 
restricted  or  prohibited)"  after  the  word 
"seized."; 

(b)  Paragraph  (c)(5)  is  amended  by  adding 
the  following  at  the  end  thereof:  "Prohibit- 
ed and  restricted  merchandise  shall  be  sub- 
ject to  forfeiture  without  regard  t«  whether 
a  penalty  has  been  assessed  or  whether  such 
action  is  necessary  to  secure  payment  of  a 
penalty.  Such  merchandise  shall  be  forfeit- 
ed in  accordance  with  the  procedures  set 
forth  in  sections  602  through  621  of  this  Act 
(19  U.S.C.  1602-1621)  except  that  any  neces- 
sary judicial  proceedings  may  be  com- 
menced in  the  Court  of  International  Trade 
prior  to,  during  or  subsequent  to  penalty 
collection  proceedings." 

Sec.  438.  The  Tariff  Act  of  1930  is  amend- 
ed by  inserting  a  new  section  593  between 
section  592  and  594  (19  U.S.C.  1592  and 
1594)  to  read: 

"SEC.  593.  PENALTIES  FOR  FALSE  DRAWBACK  AND 
REFUND  CLAIMS.  ETC. 

"(a)  Prohibited  Acts.— No  person  by 
fraud,  gross  negligence  or  negligence  shall 
make  any  materially  false  written  or  oral 
statement,  or  make  or  submit  to  a  govern- 
ment agency  any  materially  false  entry, 
claim,  certificate,  application,  declaration  or 
other  paper  or  engage  in  any  materially 
false  act  or  make  any  material  omission— 


( 1 )  which  seeks  or  affects  the  payment  or 
credit  to  that  person  or  others  of  any  draw- 
back pajrment,  refund  of  duties,  allowance, 
or  rebate;  or 

(2)  which  relates  to  merchandise  which  is 
to  be  exported  contrary  to  law. 

"(b)  It  shall  be  unlawful  for  any  person  to 
aid  or  abet  any  other  person  to  violate  sub- 
section (a). 

"(c)  Procedures.- The  pre-penalty  and 
penalty  procedures  set  forth  in  section 
592(b)  shall  apply  to  alleged  violations  of 
this  section. 

"(d)  MAXUfuii  Penalties.— ( 1 )  Fraud.  A 
fraudulent  violation  of  subsection  (a)  is  pun- 
ishable by  a  civil  penalty  in  an  amount  not 
to  exceed  the  domestic  value  of  the  mer- 
chandise. 

"(2)  Gross  negligence.— A  grossly  negli- 
gent violation  of  subsection  (a)  is  punish- 
able by  a  civil  penalty  in  an  amount  not  be 
exceed— 

(A)  the  lesser  of— 

"(i)  the  domestic  value  of  the  merchan- 
dise, or 

"(ii)  four  times  the  duties,  refunds,  re- 
bates drawback  or  allowances  of  which  the 
United  States  is  or  may  be  deprived,  or 

"(B)  if  the  violation  did  not  involve  duties, 
refunds,  rebates,  drawback  or  allowances,  40 
percent  of  the  dutiable  value  of  the  mer- 
chandise.". 

(3)  Negligence.— A  negligent  violation  of 
subsection  (a)  is  punishable  by  a  civil  penal- 
ty in  an  amount  not  to  exceed— 

"(A)  the  lesser  of— 

"(i)  the  domestic  val.ue  of  the  merchan- 
dise, or 

"(ii)  two  times  the  duties,  refunds,  rebates, 
drawback  or  allowances  of  which  the  United 
States  is  or  may  be  deprived,  or 

"(B)  if  the  violation  did  not  involve  duties, 
refunds,  rebates,  drawback  or  allowance.  20 
percent  of  the  dutiable  value  of  the  mer- 
chandise.". 

Sec  439.  Section  594.  Tariff  Act  of  1930, 
(19  U.S.C.  1594)  is  amended  to  read: 

"SEC.  5»4  SEIZURE  OF  CONVEYANCES. 

"(a)  Whenever  a  vessel,  vehicle  or  aircraft, 
or  the  owner,  master,  pilot,  conductor, 
driver,  or  other  person  in  charge  thereof, 
has  become  subject  to  a  penalty  for  viola- 
tion of  the  customs  laws  of  the  United 
States,  the  conveyance  involved  shall  be 
held  for  the  payment  of  such  penalty  and 
may  be  seized  and  forfeited  and  sold  in  ac- 
cordance with  the  Customs  laws,  with  the 
proceeds  of  sale,  if  any,  in  excess  of  the  as- 
sessed penalty  and  expenses  of  seizing, 
maintaining  and  selling  the  property  being 
held  for  the  account  of  any  interested  par- 
ties. 

"(b)  No  conveyance  used  by  any  person  as 
a  common  carrier  in  the  transaction  of  busi- 
ness as  such  common  carrier  shall  be  sub- 
ject to  seizure  or  forfeiture  under  the  Cus- 
toms laws,  for  violations  relating  to— 

(1)  merchandise  contained  in  baggage  be- 
longing to  and  accompanying  a  passenger 
being  lawfully  transported  on  such  convey- 
ance; or 

(2)  in  the  tonveyance's  cargo  if  such  cargo 
is  listed  on  the  manifest  and  the  marks, 
numbers,  weights  and  quantities  of  the 
outer  packages  or  containers  agree  with  the 
manifest; 

unless  the  owner  or  operator  or  the  master, 
pilot,  conductor,  driver  or  other  person  in 
charge,  participated  in  or  had  knowledge  of 
the  violation  or  was  grossly  negligent  in  pre- 
venting or  discovering  the  violation. 

"(c)  If  any  prohibited  merchandise  or  con- 
trolled substances  are  found  to  be  or  have 
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been  on  board  a  conveyance  used  as  a 
common  carrier  In  the  transaction  of  busi- 
ness as  a  common  carrier  in  one  or  more 
packages  or  containers  which  are  unmani- 
fested  (or  not  shown  on  bills  of  lading  or 
airway  bills),  or  whose  marlu.  numbers. 
weight  or  quantities  disagree  with  the  mani- 
fest (or  with  the  bills  of  lading  or  airway 
bills),  or  if  such  prohibited  merchandise  or 
controlled  substances  are  found  to  be  or  to 
have  been  concealed  in  or  on  the  convey- 
ance, but  not  in  the  cargo,  the  conveyance 
shall  be  seized,  and  after  investigation,  for- 
feited unless  it  appears  to  the  satisfaction  of 
the  Secretary  of  the  Treasury,  or  his  desig- 
nee, that  neither  the  master  (or  pilot  or 
other  person  In  charge)  nor  any  of  the  offi- 
cers, petty  officers,  or  cabin  attendants  nor 
the  owner  or  operator  of  the  conveyance 
knew,  or  by  the  exercise  of  the  highest 
degree  of  care  and  diligence,  could  have 
known  that  such  prohibited  merchandise  or 
controlled  substances  were  on  board. 

"(d)  For  purposes  of  this  section— 

"(1)  the  term  "owner  or  operator"  in- 
cludes a  lessee  or  person  operating  a  convey- 
ance under  a  rental  agreement  or  charter 
party  and  the  officers  and  directors  of  a  cor- 
poration, station  managers  and  similar  su- 
pervisory ground  personnel  employed  by 
airlines,  one  or  more  partners  of  a  partner- 
ship, representatives  of  the  owner  or  opera- 
tor in  charge  of  the  passenger  or  cargo  oper- 
ations at  a  particular  location,  and  other 
persons  with  similar  responsibilities: 

(2)  the  term  "master"  and  similar  terms 
relating  to  the  person  in  charge  of  a  convey- 
ance includes  the  purser  or  other  person  on 
the  conveyance  who  is  responsible  for  main- 
taining records  relating  to  the  cargo  trans- 
ported. 

"(e)  When  a  common  carrier  has  been 
seized  in  accordance  with  the  provisions  of 
subsection  (c)  and  it  is  subsequently  deter- 
mined that  it  will  be  released,  the  convey- 
ance shall  be  liable  for  the  costs  and  ex- 
penses of  the  seizure  and  detention.". 

Sec.  440.  Section  595.  Tariff  Act  of  1930. 
as  amended.  (19  U.S.C.  1595)  is  amended— 

(a)  In  subsection  (a),  by  inserting  "(1)" 
before  "any  merchandise"; 

(b)  by  inserting  the  following  after  "con- 
trary to  law." 

"(2)  any  property  which  is  subject  to  for- 
feiture under  any  provision  of  law  enforced 
or  administered  by  the  Customs  Service,  or 
(3)  any  documents,  containers,  wrappings, 
or  other  articles  which  are  evidence  of  viola- 
tions of  any  law  enforced  or  administered  by 
the  Customs  Service."; 

(c)  by  deleting  "United  States  commission- 
er" and  inserting  in  lieu  thereof  "Federal 
magistrate": 

(d)  by  inserting  "or  other  article  named  in 
the  warrant"  after  "merchandise"  and 
before  the  colon:  and 

(e)  by  deleting  "such  merchandise"  in  the 
proviso  and  inserting  in  lieu  thereof  the 
phrase  "any  merchandise  or  other  article 
subject  to  forfeiture". 

Sk.  441.  Section  596,  Tariff  Act  of  1930. 
as  amended  (19  U.S.C.  1595a)  is  amended— 
(a)  by  striking  "the  proviso  to"  in  subsection 
(a)  and  inserting  in  heu  thereof  "subsec- 
tions (b)  or  (c)  of":  (b)  by  inserting  a  new 
subsection  (c)  to  read: 

"(c)  Any  merchandise  introduced  or  at- 
tempted to  be  introduced  into  the  United 
States  contrary  to  law  shall  be  seized  and 
forfeited.". 

Sec.  442.  Section  613  of  the  Tariff  Act  of 
1930  (19  U,S.C.  1613)  is  amended  by- 

(a)  adding  at  the  end  thereof,  a  new  sub- 
section "(c)"  to  read  as  follows: 


"(c)  When  property  has  been  seized  by  the 
Secretary  of  the  Treasury  under  a  law  en- 
forced or  administered  by  the  Customs 
Service,  or  otherwise  acquired  pursuant  to 
section  605  of  this  Act,  and  relief  from  the 
forfeiture  is  granted  by  the  Secretary,  or  his 
designee,  upon  terms  requiring  deposit  or 
retention  of,  a  monetary  amount  in  lieu  of 
the  forfeiture,  the  amounts  recovered  shall 
be  treated  in  the  same  manner  as  the  pro- 
ceeds of  sale  of  a  forfeited  item.":  and 

(b)  adding  at  the  end  thereof,  a  new  sub- 
section "(d)"  to  read  as  follows: 

"(d)  In  any  judicial  or  administrative  pro- 
ceedings to  forfeit  property  under  any  law 
enforced  or  administered  by  the  Customs 
Service  or  the  Coast  Guard,  the  seizure, 
storage,  and  other  expenses  related  to  the 
forfeiture,  incurred  by  customs  or  the  Coast 
Guard  after  the  seizure,  but  prior  to  the  in- 
stitution of,  or  during  the  proceedings  shall 
be  a  priority  claim  in  the  same  manner  as 
court  costs  and  marshal's  expenses.". 

Sec  443.  Section  619,  Tariff  Act  of  1930, 
(19  U.S.C.  1619)  is  amended: 

(a)  by  inserting  "not  more  than"  between 
the  words,  "of"  and  "25  per  centum"  in  the 
first  and  third  sentences:  and 

(b)  by  striking  out  the  phrase,  "In  no 
event  shall  the  Secretary  delegate  the  au- 
thority to  pay  an  award  under  this  section 
in  excess  of  $10,000  to  an  official  below  the 
level  of  the  Commissioner  of  Customs." 

Sec.  444.  Section  621.  Tariff  Act  of  1930, 
as  amended  (19  U.S.C.  1621)  is  further 
amended  by  Inserting  at  the  end  thereof  the 
following  sentence:  "For  purposes  of  this 
section,  an  action  to  recover  a  pecuniary 
penalty  is  deemed  to  have  been  commenced 
when  the  appropriate  Customs  officer  issues 
a  penalty  notice.". 

Sec  445.  Section  622,  Tariff  Act  of  1930 
(19  U.S.C.  1622)  is  amended  by  striking  the 
period  at  the  end  thereof  and  inserting  the 
following:  ".  or  to  comply  with  international 
obligations.". 

Sec  446.  The  Tariff  Act  of  1930  is  amend- 
ed by  adding  a  new  Section  628  (19  U.S.C. 

1628)  to  read  as  follows: 

"Sec.  628.  Exchange  of  Information.- 
The  Secretary  of  the  Treasury  is  authorized 
to  promulgate  regulations  authorizing  Cus- 
toms officers  to  exchange  information  or 
documents  with  foreign  Customs  and  law 
enforcement  agencies  when  the  exchange  of 
information  is  reasonably  believed  to  be 
necessary  to: 

"(a)  insure  compliance  with  any  law  or 
regulation  enforced  or  administered  by  the 
U.S.  Customs  Service: 

"(b)  verify  the  accuracy  of  information 
provided  to  the  Treasury  Department  or  the 
U.S.  Customs  Service  where  such  informa- 
tion is  used  in  making  determinations  con- 
cerning the  classification,  value,  country  of 
origin,  quota  allocability,  admissibility,  or 
other  characteristics  of  imported  merchan- 
dise, relevant  to  the  laws  and/or  regulations 
enforced  or  administered  by  U.S.  (Xistoms: 

"(c)  administer  or  enforce  multilateral  or 
bilateral  agreements  to  which  the  United 
States  is  a  party:  or 

"(d)  assist  in  investigative,  judicial  and 
quasi-judicial  proceedings  in  the  United 
States." 

"(e)  an  action  comparable  to  any  of  those 
described  in  paragraph  (a)  to  (d)  of  this  sec- 
tion undertaken  by  a  foreign  customs  or  law 
enforcement  agency,  or  in  relation  to  a  pro- 
ceeding in  a  foreign  country.". 

Sec  447.  The  Tariff  Act  of  1930  is  amend- 
ed by  inserting  a  new  section  629  ( 19  U.S.C. 

1629)  to  read  as  follows: 

"Sec  629.  Inspections  and  Preclearance 
IN  Foreign  Countries.- (a)  When  author- 


ized by  treaty  or  executive  agreement,  the 
Secretary  of  the  Treasury  may  station  cus- 
toms personnel  in  foreign  countries  for  the 
purpose  of  examining  persons  and  merchan- 
dise prior  to  their  arrival  in  the  United 
SUtes. 

"(b)  Customs  officers  stationed  in  a  for- 
eign country  pursuant  to  subsection  (a)  may 
exercise  such  functions  and  perform  such 
duties,  including  inspections,  searches,  sei- 
zures and  arrests  as  may  be  permitted  by 
the  treaty,  agreement  or  law  of  the  country 
in  which  they  are  stationed. 

"(c)  The  Secretary  may,  by  regulation,  re- 
quire compliance  with  the  customs  laws  and 
regulations  in  a  foreign  country  and,  in  such 
a  case  the  customs  laws  and  other  civil  and 
criminal  laws  of  the  United  States  relating 
to  the  importation  of  merchandise,  filing  of 
false  statements,  and  the  imlawful  removal 
of  merchandise  from  customs  custody  shall 
apply  in  the  same  manner  as  if  the  foreign 
station  were  a  port  of  entry  within  the  cus- 
toms territory  of  the  United  States. 

"(d)  When  authorized  by  treaty,  agree- 
ment or  foreign  law,  merchandise  which  is 
subject  to  seizure  or  forfeiture  under  United 
States  law  may  be  seized  in  a  foreign  coun- 
try and  transported  under  customs  custody 
to  the  Customs  territory  to  the  United 
States  to  be  proceeded  against  under  the 
customs  laws. 

"(e)  The  Secretary  of  State,  in  coordina- 
tion with  the  Secretary  of  the  Treasury,  is 
authorized  to  enter  into  agreement  with  for- 
eign countries  authorizing  the  stationing  in 
the  United  States  of  foreign  ciistoms  offi- 
cials (if  similar  privileges  are  given  in  their 
country  to  U.S.  officials)  for  the  purpose  of 
insuring  that  persons  and  merchandise 
going  directly  to  that  country  comply  with 
that  country's  customs  laws  and  other  laws 
governing  the  importation  of  merchandise. 
Any  foreign  customs  officials  stationed  in 
the  United  States  may  exercise  such  func- 
tions and  perform  such  duties  as  United 
States  officials  may  be  authorized  to  per- 
form under  reciprocal  provisions. 

"(f)  When  foreign  customs  officials  are 
stationed  in  the  United  States  in  accordance 
with  subsection  (e),  and  provided  that  simi- 
lar provisions  are  applied  to  U.S.  officials 
stationed  in  that  country: 

(1)  The  provisions  of  18  U.S.C.  Ill  and 
1114  shall  apply  as  if  the  officers  were 
named  in  that  statute; 

(2)  Any  person  who  in  any  matter  before  a 
foreign  customs  official  stationed  in  the 
United  States  knowingly  and  willfully  falsi- 
fies, conceals  or  covers  up  by  any  trick, 
scheme,  or  device  a  material  fact,  or  makes 
any  false,  fictitious  or  fraudulent  state- 
ments or  representations,  or  makes  or  uses 
any  false  writing  or  document  knowing  the 
same  to  contain  any  false,  fictitious  or 
fraudulent  statement  or  entry,  shall  be 
fined  not  more  than  $10,000,  or  imprisoned 
not  more  than  five  years,  or  both. 

Sec  448.  The  Tariff  Act  of  1930  is  amend- 
ed by  adding  a  new  section  630  (19  U.S.C. 
1630)  to  read  as  follows: 

"Sec  630.  Authority  To  Conduct  Coh- 
MERCiAL  Cover.— (a)  The  Commissioner  of 
Customs  may  establish  and  conduct  com- 
mercial entities  such  as  corporations,  part- 
nerships, sole  proprietaries,  and  other  busi- 
ness entities  as  commercial  covers  to  sup- 
port investigative  activities  of  the  U.S.  Cus- 
toms Service.  Such  commercial  entities  may 
be  established  only  upon  written  certifica- 
tion by  the  Commissioner  or  his  designee 
that  commercial  cover  is  necessary  to  the 
conduct  of  authorized  investigative  activi- 
ties. 
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"(b)  The  establishment  and  operation  of 
conunercial  entities  pursuant  to  this  section 
shall  be  in  accordance  with  prevailing  com- 
mercial practices  so  long  as  such  practices 
are  not  inconsistent  with  the  purposes  of 
commercial  cover.  To  this  end,  laws  applica- 
ble to  federal  appropriations,  federal  prop- 
erty management,  federal  acquisitions,  fed- 
eral employment  and  government  corpora- 
tions shall  not  apply  to  the  establishment 
and  operation  of  commercial  covers  upon 
the  written  certification  by  the  Commission- 
er of  Customs  or  his  designee  for  the  pur- 
pose that  the  application  of  such  laws  would 
risic  the  compromise  of  a  commercial  cover. 

"(c)  The  Conunissioner  of  Customs,  or  his 
designee,  are  authorized  to  deposit  and 
withdraw  funds  appropriated  for  the  U.S. 
Customs  Service  used  to  conduct  commer- 
cial cover  and  funds  generated  by  the  busi- 
ness entities  authorized  by  this  section  in 
banks  or  other  financial  institutions. 

"(d)  Funds  generated  by  such  business  en- 
tities may  be  used  to  offset  necessary  and 
reasonable  expenses  Incurred  by  the  com- 
mercial cover.  As  soon  as  practicable,  funds 
generated  by  a  commercial  cover  that  are  no 
longer  necessary  for  the  conduct  of  that 
commercial  cover  shall  be  deposited  in  the 
Treasury  of  the  United  States  as  miscellane- 
ous receipts. 

"(e)  Upon  the  Uquidation,  dissolution, 
sale,  or  other  final  disposition  of  a  commer- 
cial cover  established  and  conducted  under 
the  provisions  of  this  section,  the  funds, 
after  obligations  are  met,  shall  be  deposited 
in  the  Treasury  of  the  United  States  as  mis- 
cellaneous receipts.". 

Part  B— Miscellaneous  Provisions 

Sec.  449.  Section  201,  of  the  Act  of  August 
5,  1935  (19  Stat.  521,  19  U.S.C.  1432a)  is 
amended  by  inserting  the  following  after 
the  words  "hovering  vessel"— "or  has  re- 
ceived merchandise  while  in  the  customs 
waters  beyond  the  territorial  sea,  or  has  re- 
ceived merchandise  on  the  high  seas,". 

Sec.  450.  Section  12109  of  title  46,  United 
States  Code  is  amended  by  inserting  a  new 
sentence  in  subsection  (b)  after  the  existing 
sentence  to  read: 

"Such  vessel  must,  however,  comply  with  all 
customs  requirements  for  reporting  arrival 
pursuant  to  section  433  of  the  Tariff  Act  of 
1930  (19  U.S.C.  1433)  and  all  persons  aboard 
such  a  pleasure  vessel  shall  be  subject  to  all 
applicable  customs  regulations.". 

Sec.  451.  Section  902  of  the  Federal  Avia- 
tion Act  of  1958  (49  U.S.C.  App.  1472)  is 
amended  by  adding  at  the  end  of  section  902 
the  following  new  subsection  (r): 

"(r)  Operating  Aircraft  or  Serving  as 
Airman  Without  Valid  Registration  or 
Certificate.— A  person  shall  be  subject  to  a 
fine  of  not  more  thtm  $5,000  or  to  imprison- 
ment not  exceeding  two  years,  or  both, 
who— 

"(1)  being  the  owner  of  any  aircraft  eligi- 
ble for  registration  under  this  chapter, 
knowingly  and  willfully  operates  or  navi- 
gates or  attempts  to  operate  or  navigate  or 
permits  any  other  person  to  operate  or  navi- 
gate any  such  aircraft  (A)  without  register- 
ing such  aircraft  as  required  by  section  501 
of  this  Act  (49  U.S.C.  App.  1401),  (B)  during 
any  period  in  which  the  aircraft  certificate 
or  registration  has  been  suspended  or  re- 
voked by  the  Adminstrator,  or  (C)  without 
proper  authorization  to  operate  or  navigate 
the  aircraft  without  registration  for  a 
period  of  time  after  transfer  ownership; 

"(2)  operates  or  navigates  or  attempts  to 
operate  or  navigate  an  aircraft  eligible  for 
registration  under  this  chapter  knowing 
that  such  aircraft  (A)  is  not  registered  as  re- 


quired by  this  chapter,  (B)  that  the  aircraft 
certificate  of  registration  is  suspended  or  re- 
voked or  (C)  is  without  proper  authorization 
to  operate  or  navigate  the  aircraft  without 
registration  for  a  period  of  time  after  trans- 
fer of  ownership; 

"(3)  knowingly  and  willfully  serves  or  at- 
tempts to  serve  in  any  capacity  as  an  airman 
in  connection  with  any  aircraft  without  a 
valid  airman  certificate  authorizing  him  to 
serve  in  such  a  capacity;  or 

"(4)  knowingly  and  willfully  employs  for 
service  or  utilizes  in  connection  with  any 
aircraft  any  airman  who  does  not  possess  a 
valid  airman  certificate  authorizing  him  to 
serve  in  such  capacity.". 

Sec.  452.  Section  904(a),  Federal  Aviation 
Act  of  1958  (49  U.S.C.  App.  1474(a)),  is 
amended  by— 

(1)  deleting  the  amount  "$500"  wherever 
it  appears  and  by  inserting  in  its  place  the 
amount  "$5,000"; 

(2)  by  adding  after  the  second  sentence 
the  following:  "In  addition  to  any  other 
penalty,  if  any  controlled  substance  de- 
scribed in  section  584,  Tariff  Act  of  1930.  as 
amended  (19  U.S.C.  1584),  is  found  on  board 
of,  or  to  have  been  unladen  from,  an  air- 
craft subject  to  section  1109  (b)  and  (c)  of 
this  Act  (49  U.S.C.  App.  1509(b),  (O),  the 
owner  or  person  in  charge  of  the  aircraft 
shall  be  subject  to  the  penalties  provided 
for  in  section  584,  Tariff  Act  of  1930,  as 
amended  (19  U.S.C.  1584),";  and 

(3)  by  deleting  the  third  sentence  and  in- 
serting in  lieu  thereof:  "In  case  the  violation 
is  by  the  owner,  operator,  or  person  in  com- 
mand of  the  aircraft,  any  penalty  imposed 
by  this  section  shall  be  a  lien  against  the 
aircraft.". 

Sec.  453.  Section  1109  of  the  Federal  Avia- 
tion Act  of  1958  (49  U.S.C.  App.  1509)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(f)  Reporting  Transfer  of  Ownership.— 
Any  person  having  an  ownership  interest  in 
any  aircraft  for  which  a  certificate  of  regis- 
tration has  been  issued  under  this  Act  shall, 
upon  the  sale,  conditional  sale,  transfer  of 
conveyance  of  such  ownership  interest,  file 
within  15  days  such  notice  as  the  Secretary 
of  the  Treasury  may  by  regulation  provide. 
The  filing  of  a  notice  under  this  subsection 
shall  not  relieve  any  person  from  the  filing 
requirements  under  sections  501  or  503  of 
this  Act  (49  U.S.C.  App.  1401,  1403).". 

Sec.  454.  Section  3071  of  the  Revised  Stat- 
utes (19  U.S.C.  507)  is  amended  to  read  as 
follows: 

"(a)  Every  customs  officer,  shall,  at  the 
time  of  executing  any  of  the  powers  con- 
ferred upon  him,  make  known,  upon  being 
questioned,  his  character  as  an  officer  of 
the  Federal  Government,  and  shall  have  the 
authority  to  demand  the  assistance  of  any 
person  making  an  arrest,  search  or  seizure 
authorized  by  any  law  enforced  or  adminis- 
tered by  customs  officers,  where  such  assist- 
ance may  be  necessary;  and  if  such  person 
shall,  without  reasonable  excuse,  neglect  or 
refuse  so  to  assist,  ui>on  proper  demand,  he 
shall  be  deemed  guilty  of  a  misdemeanor 
and  subject  to  a  fine  of  not  more  than 
$1,000. 

"(b)  Any  person,  not  an  officer  or  employ- 
ee of  the  United  States,  who  renders  assist- 
ance in  good  faith  upon  the  request  of  a  cus- 
toms officer  shall  not  be  held  liable  for  any 
civil  damages  as  a  result  of  the  rendering  of 
such  assistance  where  the  assisting  person 
acts  an  a  ordinary,  reasonably  prudent 
person  would  have  acted  under  the  same  or 
similar  circumstances.". 

Sec.  455.  Section  5316(aM2)  of  title  31, 
United  States  Code  is  amended  by  striking 
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and  inserting  in  lieu  thereof 


out  "$5,000' 
"$10,000." 

part  c— amendments  to  the  controlled 
substances  import  and  export  act 

Sec.  456.  Section  1009  of  the  Controlled 
Substances  Import  and  Export  Act  (21 
U.S.C.  959)  is  amended— 

(a)  by  changing  the  caption  to  read,  "Pos- 
session, manufacture  or  distribution,  for 
purposes  of  unlawful  importation."; 

(b)  by  designating  the  second  sentence  as 
subsection  "(c)"; 

(c)  by  designating  the  first  sentence  as 
subsection  "(a)"; 

(d)  in  subsection  "(a)"  by  inserting  "or 
into  waters  within  a  distance  of  twelve  miles 
of  its  coast"  after  the  words  "United  States" 
wherever  they  appear; 

(e)  by  inserting  a  new  subsection  "(b)"  to 
read  as  follows: 

"(b)  It  shall  be  unlawful  for  any  United 
States  citizen  on  board  any  aircraft,  or  any 
person  on  board  an  aircraft  owned  by  a 
United  States  citizen  or  registered  in  the 
United  States  to  manufacture  or  distribute 
or  possess  with  intent  to  manufacture  or 
distribute  a  controlled  substance.". 

PART  D— AMENDMENTS  TO  THE  CRIMINAL  CODE 

Sec.  457.  (a)  Chapter  2  of  Title  18,  United 
States  Code,  is  amended  by  adding  at  the 
end  thereof  the  following  new  sections: 

"Sec.  36.  Operation  of  Aircraft  Without 
Lights.— Whoever  knowingly  and  willfully 
operates  an  aircraft  in  violation  of  any  rule, 
regulation  or  requirement  issued  by  the  Ad- 
ministrator of  the  Federal  Aviation  Admin- 
istration with  respect  to  the  display  of  navi- 
gation and/or  anticollision  lights  shall  be 
subject  to  a  fine  of  not  more  than  $5,000  or 
imprisionment  not  exceeding  two  years,  or 
both. 

"Sec.  37.  Illegal  Fuel  Installations 
Aboard  Aircraft.— (a)  It  shall  be  unlawful 
for  any  person  to  knowlingly  make  a  fuel 
tank  or  fuel  system  installation  aboard  an 
aircraft,  or  to  operate  any  aircraft  with  a 
fuel  tank  or  fuel  system  installation  abOEird. 
unless  such  tank  or  installation  is  in  accord- 
ance with  all  applicable  rules,  regulations  or 
requirements  of  the  Administrator  of  the 
Federal  Aviation  Administration,  including 
inspection  and  approval.  Any  person  violat- 
ing this  section  shall  be  subject  to  a  fine  of 
not  more  than  $5,000  or  imprisonment  not 
exceeding  two  years,  or  both.  Unless  ex- 
empted by  the  Administrator  of  the  Federal 
Aviation  Administration,  by  regulation,  au- 
thorization from  the  Federal  Aviation  Ad- 
ministration to  have  an  auxiliary  fuel  tank 
or  system  installation  or  modification  shall 
be  aboard  the  aircraft  whenever  it  is  operat- 
ed and  such  authorization  must  be  shown  to 
any  Federal,  state,  or  local  law  enforcement 
officer  upon  request.  Failure  to  have  such 
authorization  aboard  shall  create  a  pre- 
sumption that  the  installation  is  unlawful. 

"(b)  Any  unlawful  fuel  tank  or  fuel  system 
installation  and  the  aircraft  in  which  it  is 
installed  shall  be  subject  to  seizure  and  civil 
forfeiture.  The  provisions  of  law  relating  to 
the  seizure,  summary  and  judicial  forfeit- 
ure, and  condemnation  of  property  for  vio- 
lation of  the  customs  laws:  the  disposition 
of  such  property  or  the  proceeds  from  the 
sale  thereof:  the  remission  or  mitigation  of 
such  forfeitures;  and  the  compromise  of 
claims  and  the  award  of  compensation  to  in- 
formers in  respect  of  such  forfeitures  shall 
apply  to  seizures  and  forfeitures  incurred, 
or  alleged  to  have  been  incurred,  under  the 
pro\risions  of  this  section,  insofar  as  applica- 
ble and  not  inconsistent  with  the  provisions 
hereof:  Provided,  That  such  duties  as  are 
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imposed  upon  customs  officers  or  any  other 
person  with  respect  to  the  seizure  and  for- 
feiture of  property  under  the  customs  laws 
may  also  be  performed  with  respect  to  sei- 
Eures  and  forfeitures  of  property  under  this 
section  by  such  officers,  agents,  or  other 
persons  as  may  be  authorized  or  designated 
for  that  purpose  by  the  Attorney  General.", 
(b)  The  table  of  sections  for  Chapter  2  of 
Title  18  of  the  United  States  Code  is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing: 

"36.  Operation  of  aircraft  without  lights." 
"37.  Illegal  fuel  installation  aboard  air- 
craft.". 
Ssc.  458.  The  Act  of  Augiist  11.  1955.  as 
amended  (21  U.S.C.  967-969  (1982  ed.)).  is 
amended— (a)  by  deleting  the  words  "of  con- 
trolled substances"  from  the  heading  in  sec- 
tion 1: 

(b)  by  redesignating  sections  1  (21  U.S.C. 
(1982  ed.)  967),  2  (21  (U.S.C.  (1982  ed.  968). 
and  3  (21  U.S.C.  1982  ed.)  969).  as  subsec- 
tions (a),  (b),  and  (c)  respectively: 

(c)  in  redesignated  subsection  (a)  by  strik- 
ing the  phrase  "Section  545  of  title  18  (re- 
lating to  smuggling  goods  into  the  United 
States)  with  respect  to  any  controlled  sub- 
stance (as  defined  in  Section  102  of  Con- 
trolled Substances  Act  (21  U.S.C.  802)):  and 
substituting  in  lieu  thereof  "any  law  relat- 
ing to  the  importation  or  exportation  of  any 
merchsuidise": 

(d)  by  adding  the  words,  "and  pay  the 
costs  of  the  proceeding"  after  the  word  "in- 
vestigation" in  the  second  sentence  of  redes- 
ignated subsection  (c): 

(e)  by  resignating  the  Act  of  August  11, 
1955  as  a  new  section  631  of  the  Tariff  Act 
of  1930  1.19U.S.C.  1631). 

Sec.  459.  Section  13031(f)(2)(A)  of  the 
Consolidated,  Omnibus  Budget  Reconcilia- 
tion Act  of  1985,  PL  99-272,  is  amended  to 
read  as  follows: 

"The  Secretary  of  the  Treasury  shall 
refund  out  of  the  (Customs  User  Pee  Ac- 
count to  any  appropriation  the  amount  paid 
out  of  such  appropriation  for  expenses  in- 
curred by  the  Secretary  of  the  Treasury  in 
providing  overtime  customs  inspectional 
services  which  were  reimbursable  prior  to 
April  7,  1986  and  for  which  the  recepient  of 
such  services  is  not  now  required  to  reim- 
burse the  Secretary  of  the  Treasury. 
Subtitle  E— Maritime  Drug  Law  Enforce- 
ment Prosecution   Improvements  Act  of 

1986 

Sec.  461.  This  subtitle  may  be  cited  as  the 
"Maritime  Drug  Law  Enforcement  Prosecu- 
tion Improvements  Act  of  1986". 
Sec.  462(a).  The  Act  entitled  "An  Act  to  fa- 
cilitate increased  enforcement  by  the  Coast 
Guard  of  laws  relating  to  the  importation  of 
controlled  sut)stances,  and  for  other  pur- 
poses", approved  September  15.  1980  (Public 
Law  96-350:  94  SUt.  1159),  is  amended  by 
striking  everything  immediately  after  the 
enacting  clause  and  inserting  in  lieu  thereof 
the  following: 

"(b)  Congress  finds  and  declares  that  traf- 
ficking in  controlled  substances  aboard  ves- 
sels is  a  serious  international  problem  and  is 
universally  condemned.  Moreover,  such  traf- 
ficking presents  a  specific  threat  to  the  se- 
curity and  societal  welliieing  of  the  United 
States. 

"Sec.  2(a)  It  is  imlawful  for  any  person  on 
board  a  vessel  of  the  United  States,  or  on 
board  a  vessel  subject  to  the  Jurisdiction  of 
the  United  SUtes,  to  knowingly  or  inten- 
tionally manufacture  or  distribute,  or  to 
possess  with  intent  to  manufacture  or  dis- 
tribute, a  controlled  substance. 

"(b)  a  vessel  of  the  United  States  means: 


"(1)  a  vessel  documented  under  chapter 
121  of  title  46,  or  a  vessel  numbered  as  pro- 
vided in  chapter  123  of  that  title: 
"(2)  a  vessel  owned  in  whole  or  part  by— 
"(A)  the  United  States  or  a  territory,  com- 
monwealth, or  possession  of  the  United 
SUtes: 

"(B)  a  State  or  political  subdivision  there- 
of; 

"(C)  a  citizen  or  national  of  the  United 
States;  or 

"(D)  a  corporation  created  under  the  laws 
of  the  United  States  or  any  State,  the  Dis- 
trict of  Columbia,  or  any  territory,  common- 
wealth, or  possession  of  the  United  States; 
unless  the  vessel  has  been  grsinted  the  na- 
tionality of  a  foreign  nation  in  accordance 
with  Article  5  of  the  1958  Convention  on  the 
High  Seas:  and 

"(3)  a  vessel  that  was  once  documented 
under  the  laws  of  the  United  States  and,  in 
violation  of  the  laws  of  the  United  States, 
was  either  sold  to  a  person  not  a  citizen  of 
the  United  States  or  placed  under  foreign 
registry  or  a  foreign  flag,  whether  or  not 
the  vessel  has  been  granted  the  nationality 
of  a  foreign  nation. 

"(c)  For  purposes  of  this  section,  'vessel 
subject  to  the  Jurisdiction  of  the  United 
States'  includes: 

"(1)  a  vessel  without  nationality.  A  vessel 
without  nationality  includes: 

"(A)  a  vessel  atx>ard  which  the  master  or 
person  in  charge  makes  a  claim  of  registry, 
which  claim  is  denied  by  the  claimed  flag 
State.  Such  claim  may  be  verified  or  denied 
by  radio,  telephone,  or  similar  oral  or  elec- 
tronic means.  The  denial  of  the  claim  of  reg- 
istry by  the  claimed  flag  State  may  be 
proved  by  certification  of  the  Secretary  of 
State  or  his  designee: 

"(B)  any  vessel  aboard  which  the  master 
or  person  in  charge  fails,  upon  request  of  an 
officer  of  the  United  States  empowered  to 
enforce  applicable  provisions  of  United 
States  law,  to  make  a  claim  of  nationality  or 
registry  for  that  vessel.  For  purposes  of  this 
section,  a  claim  of  nationality  or  registry 
only  includes: 

"(i)  possession  on  board  the  vessel  and 
production  of  documents  evidencing  the  ves- 
sel's nationality  in  accordance  with  Article  5 
of  the  1958  Convention  on  the  High  Seas: 
"(ii)  flying  its  flag  state's  ensign  or  flag:  or 
"(iii)  a  verbal  claim  of  nationality  or  regis- 
try by  the  master  or  person  in  charge  of  the 
vessel. 

"(2)  a  vessel  assimilated  to  a  vessel  with- 
out nationality,  in  accordance  with  para- 
graph (2)  of  Article  6  of  the  Convention  on 
the  High  Seas; 

"(3)  a  vessel  registered  in  a  foreign  coun- 
try where  the  flag  state  has  consented  or 
waived  objection  to  the  enforcement  of 
United  States  law  by  the  United  States. 
Such  consent  or  waiver  by  the  flag  state 
may  be  obtained  by  radio,  telephone,  or 
similar  oral  or  electronic  means,  and  may  be 
proved  by  certification  of  the  Secretary  of 
State  or  his  designee; 

"(4)  a  vessel  located  within  the  customs 
waters  of  the  United  States; 

"(5)  a  vessel  located  in  the  territorial 
waters  of  another  State,  where  the  State 
consents  to  the  enforcement  of  United 
States  law  by  the  United  States.  Such  con- 
sent may  be  obtained  by  radio,  telephone,  or 
similar  oral  or  electronic  means,  and  may  be 
proved  by  certification  of  the  Secretary  of 
State  or  his  designee. 

"(d)  A  claim  of  failure  to  comply  with 
international  law  in  the  enforcement  of  this 
Act  may  be  invoked  solely  by  a  foreign 
state,  and  a  failure  to  comply  with  interna- 


tional law  shall  not  divest  a  court  of  Juris- 
diction or  otherwise  constitute  a  defense  to 
any  proceeding  under  this  Act. 

"(e)  This  section  does  not  apply  to  a 
common  or  contract  carrier,  or  an  employee 
thereof,  who  possesses  or  distributes  a  con- 
trolled substance  in  the  lawful  and  usual 
course  of  the  carrier's  business  or  to  a 
public  vessel  of  the  United  States,  or  any 
person  on  board  such  a  vessel  who  possesses 
or  distributes  a  controlled  substance  in  the 
lawful  course  of  his  duties,  if  the  controlled 
substance  is  a  part  of  the  cargo  entered  in 
the  vessel's  manifest  and  is  intended  to  be 
lawfully  imported  into  the  country  of  desti- 
nation for  scientific,  medical,  or  other  legiti- 
mate purposes.  It  shall  not  be  necessary  for 
the  United  States  to  negative  the  exception 
set  forth  in  this  subsection  in  any  com- 
plaint, information,  indictment,  or  other 
pleading  or  in  any  trial  or  other  proceeding. 
The  burden  of  going  forward  with  the  evi- 
dence with  respect  to  this  exception  is  upon 
the  person  claiming  its  benefit. 

"(f)  Any  person  who  violates  this  section 
shall  be  tried  in  the  United  States  District 
court  at  the  point  of  entry  where  that 
person  enters  the  United  States,  or  in  the 
United  States  District  Court  of  the  District 
of  Columbia. 

'"(g)(1)  Any  person  who  commits  an  of- 
fense defined  in  this  section  shall  be  pim- 
ished  in  accordance  with  the  penalties  set 
forth  in  section  1010  of  the  Comprehensive 
Drug  Abuse  Prevention  and  Control  Act  of 
1970  (21  U.S.C.  801  etseq.). 

"'(2)  Notwithstanding  paragraph  (1)  of 
this  subsection,  any  person  convicted  of  an 
offense  under  this  Act  shall  be  punished  in 
accordance  with  the  penalties  set  forth  in 
section  1012  of  the  Comprehensive  Drug 
Abuse  Prevention  and  Control  Act  of  1970 
(21  U.S.C.  801  et  seq.)  if  such  offense  is  a 
second  or  subsequent  offense  as  defined  in 
section  1012(b)  of  that  Act. 

"'(h)  This  section  is  intended  to  reach  acts 
of  possession,  manufacture,  or  distribution 
committed  outside  the  territorial  Jurisdic- 
tion of  the  United  States. 

"(i)  The  definitions  in  the  Comprehensive 
Drug  Abuse  Prevention  and  Control  Act  of 
1970  (21  U.S.C.  801  et  seq.)  apply  to  terms 
used  in  this  Act." 

Sec  463.  Any  person  who  attempts  or  con- 
spires to  commit  any  offense  defined  in  this 
Act  is  punishable  by  imprisonment  or  fine 
or  both  which  may  not  exceed  the  maxi- 
mum punishment  prescribed  for  the  of- 
fense, the  commission  of  which  was  the 
object  of  the  attempt  or  conspiracy. 

Sec  464.  Any  property  described  in  sec- 
tion 511(a)  of  the  Comprehensive  Drug 
Abuse  Prevention  and  Control  Act  of  1970 
(21  U.S.C.  801  et  seq.)  that  is  used  or  intend- 
ed for  use  to  commit,  oc  to  facilitate  the 
commission  of,  an  offense  under  this  Act 
shall  be  subject  to  seizure  and  forfeiture  in 
the  same  manner  as  similar  property  seized 
or  forfeited  under  section  511  of  the  Com- 
prehensive Drug  Abuse  Prevention  and  Con- 
trol Act  of  1970  (21  U.S.C.  801  et  seq.). 

TITLE  V-  ANTI-DRUG  ENFORCEMENT 
ACT  OF  1986 

Subtitle  A— Drug  Penalties  Enhancement 
Act  of  1986 

Sec.  501.  This  subtitle  may  be  cited  as  the 
"Drug  Penalties  Enhancement  Act  of  1986." 

Sec.  502.  Sections  401(b)(1)(A)  and  (B)  of 
the  Controlled  Substances  Act  (21  U.S.C. 
841  (b)(1)(A)  and  (B)  are  amended  to  read 
as  follows: 

"(1)(A)  In  the  case  of  a  violation  of  sub- 
section (a)  of  this  section  involving— 
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"(1)  100  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  heroin; 

"(11)  500  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of- 

"(I)  coca  leaves,  except  coca  leaves  and  ex- 
tracts of  coca  leaves  from  which  cocaine,  ec- 
gonine,  and  derivatives  of  ecgonine  or  their 
salts  have  been  removed; 

"(II)  cocaine,  its  salts,  optical  and  geomet- 
ric isomers,  and  salts  of  isomers; 

"(III)  ecgonine,  its  derivatives,  their  salts, 
isomers,  and  salts  of  Isomers;  or 

"(IV)  any  compound,  mixture,  or  prepara- 
tion which  contains  any  quantity  of  any  of 
the  substances  referred  to  in  subclauses  (I) 
through  (III);"; 

"(ill)  25  grams  or  more  of  a  mixture  or 
substance  described  in  clause  (11)  which  con- 
tains cocaine  base; 

"(tv)  10  grams  or  more  of  phencyclidlne 
(PCP)  or  100  grams  or  more  of  a  mixture  or 
substances  containing  a  detectable  amount 
of  phencyclidlne  CPCP); 

"(V)  1  gram  or  more  of  a  mixture  or  sub- 
stance containing  a  detectable  amount  of  ly- 
sergic acid  diethylamide  (LSD); 

"(vl)  40  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  fentanyl  or  10  grams  or  more  of  a  mix- 
ture or  substance  containing  a  detectable 
amount  of  any  analog  of  fentanyl;  or 

"(vli)  500  kilograms  or  more  of  a  mixture 
or  substance  containing  a  detectable 
amount  of  marihuana;  such  person  shall  be 
sentenced  to  a  term  of  imprisonment  which 
may  not  be  less  than  5  years  and  not  more 
than  40  years  and  if  death  results  from  the 
use  of  such  substance  shall  be  not  less  than 
twenty  years  or  more  than  life,  a  fine  not  to 
exceed  the  greater  of  that  authorized  in  ac- 
cordance with  the  provisions  of  title  18, 
United  States  Code,  or  $2,000,000  if  the  de- 
fendant is  an  individual  or  $5,000,000  if  the 
defendant  is  other  than  sui  individual,  or 
both.  If  any  person  commits  such  a  viola- 
tion after  one  or  more  prior  convictions  for 
an  offense  punishable  under  this  paragraph, 
or  for  a  felony  under  any  other  provision  of 
this  title  or  title  III  or  other  law  of  a  State, 
the  United  States,  or  a  foreign  country  re- 
lating to  narcotic  drugs,  marihuana,  or  de- 
pressant or  stimulant  substances,  have 
become  final,  such  person  shall  be  sen- 
tenced to  a  term  of  imprisonment  which 
may  not  be  less  than  10  years  and  not  more 
than  life  imprisonment  and  if  death  results 
from  the  use  of  such  substance  shall  be  sen- 
tenced to  life  imprisonment,  a  fine  not  to 
exceed  the  greater  of  twice  that  authorized 
in  accordance  with  the  provisions  of  title  18, 
United  SUtes  Code,  or  $4,000,000  if  the  de- 
fendant is  an  individual  or  $10,000,000  if  the 
defendant  is  other  than  an  individual,  or 
both.  Any  sentence  under  this  subpara- 
graph shall,  in  the  absence  of  such  a  prior 
conviction.  Impose  a  special  parole  term  of 
at  least  four  years  in  addition  to  such  term 
of  imprisonment  and  shall,  if  there  was  such 
a  prior  conviction,  impose  a  special  parole 
term  of  at  least  eight  years  in  addition  to 
such  term  of  imprisonment.  Notwithstand- 
ing the  prior  sentence  and  notwithstanding 
any  other  provision  of  law,  the  court  shall 
not  place  on  probation  or  suspend  the  sen- 
tence of  any  person  sentenced  under  this 
subparagraph  nor  shall  the  term  of  impris- 
onment imposed  imder  this  subparagraph 
run  concurrently  with  any  other  term  of  im- 
prisonment under  this  subparagraph  or 
under  any  other  provision  of  law.  No  person 
sentenced  under  this  subparagraph  shall  be 
eligible  for  parole  during  the  term  of  impris- 
onment Imposed  therein. 


"(B)  In  the  case  of  a  controlled  substance 
in  schedule  I  or  II,  except  as  provided  in 
subparagraphs  (A)  and  (C),  such  person 
shall  be  sentenced  to  a  term  of  imprison- 
ment of  not  more  than  20  years  and  if  death 
results  from  the  use  of  such  substance  shall 
be  sentenced  to  a  term  of  imprisonment  of 
not  less  than  twenty  years  or  more  than 
life,  a  fine  not  to  exceed  the  greater  of  that 
authorized  In  accordance  with  the  provi- 
sions of  title  18,  United  States  Code,  or 
$1,000,000  if  the  defendant  is  an  individual 
or  $5,000,000  if  the  defendant  is  other  than 
an  Individual,  or  both.  If  any  person  com- 
mits such  a  violation  after  one  or  more  prior 
convictions  for  an  offense  punishable  tmder 
this  paragraph,  or  for  a  felony  under  any 
other  provision  of  this  title  or  title  III  or 
other  law  of  a  State,  the  United  States  or  a 
foreign  country  relating  to  narcotic  drugs, 
marihuana,  or  depressant  or  stimulant  sub- 
stances, have  become  final,  such  person 
shall  be  sentenced  to  a  term  of  imprison- 
ment of  not  more  than  30  years  and  if  death 
results  from  the  use  of  such  substance  shall 
be  sentenced  to  life  Imprisonment,  a  fine 
not  to  exceed  the  greater  of  twice  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United  States  Code,  or  $2,000,000 
if  the  defendant  is  an  individual  or 
$10,000,000  if  the  defendant  is  other  than 
an  individual,  or  both.  Any  sentence  impos- 
ing a  term  of  imprisonment  under  this  para- 
graph shall,  in  the  absence  of  such  a  prior 
conviction,  impose  a  special  parole  term  of 
at  least  3  years  in  addition  to  such  term  of 
imprisonment  and  shall,  if  there  was  such  a 
prior  conviction,  impose  a  special  parole 
term  of  at  least  6  years  in  addition  to  such 
term  of  imprisonment.  Notwithstatnding  the 
prior  sentence,  and  notwithstanding  any 
other  provision  of  law.  the  court  shall  not 
place  on  probation  or  suspend  the  sentence 
of  any  person  sentenced  under  the  provi- 
sions of  this  subparagraph  which  provide 
for  a  mandatory  term  of  imprisonment  if 
death  results,  nor  shall  such  a  term  of  im- 
prisonment nm  concurrently  with  any  other 
term  of  imprisonment  under  this  subpara- 
graph or  under  any  other  provision  of  law. 
nor  shall  a  person  so  sentenced  be  eligible 
for  parole  during  the  term  of  such  a  sen- 
tence." 

Sec.  503.  Section  401  of  the  Controlled 
Substances  Act  (21  U.S.C.  841)  is  further 
amended  as  follows: 

(a)(1)  In  subsection  (b),  paragraph  (1)(C) 
is  amended  by  striking  out  the  phrase  'a 
fine  of  not  more  than  $50,000"  and  inserting 
in  lieu  thereof  "a  fine  not  to  exceed  the 
greater  of  that  authorized  in  accordance 
with  the  provisions  of  title  18,  United  States 
Code,  or  $250,000  if  the  defendant  is  an  indi- 
vidual or  $1,000,000  if  the  defendant  is 
other  than  an  individual",  and  by  striking 
out  the  phrase  "a  fine  of  not  more  than 
$100,000"  and  inserting  in  lieu  thereof  the 
phrase  "a  fine  not  to  exceed  the  greater  of 
twice  that  authorized  in  accordance  with 
the  provisions  of  title  18  or  $500,000  if  the 
defendant  is  an  individual  or  $2,000,000  if 
the  defendant  is  other  than  an  individual". 

(2)  In  subsection  (b),  paragraph  (IMC)  is 
further  amended  by  inserting  "except  in  the 
case  of  100  marihuana  plants  or  more  re- 
gardless of  weight,"  after  "marihuana,"  the 
first  place  it  appears. 

(b)  In  subsection  (b),  paragraph  (2)  is 
amended  by  striking  out  the  phrase  "a  fine 
of  not  more  than  $25,000"  and  inserting  In 
lieu  thereof  "a  fine  not  to  exceed  the  great- 
er of  that  authorized  in  accordance  with  the 
provisions  of  title  18,  United  States  Code,  or 
$250,000  if  the  defendant  is  an  individual  or 


$1,000,000  if  the  defendant  is  other  than  an 
Individual"  and  by  striking  out  the  phrase 
"a  fine  of  not  more  than  $50,000"  and  in- 
serting in  lieu  thereof  a  fine  not  to  exceed 
the  greater  of  twice  that  authorized  in  ac- 
cordance with  the  provisions  of  title  18, 
United  States  Code,  or  $500,000  if  the  de- 
fendant is  an  individual  or  $2,000,000  If  the 
defendant  is  other  than  an  individual". 

(c)  In  subsection  (b),  paragraph  (3)  is 
amended  by  striking  out  the  phrase  "a  fine 
of  not  more  than  $10,000  and  inserting  In 
lieu  thereof  "a  fine  not  to  exceed  the  great- 
er of  that  authorized  in  accordance  With  the 
provisions  of  title  18,  United  States  Code,  or 
$100,000  if  the  defendant  is  an  individual  or 
$250,000  if  the  defendant  is  other  than  an 
individual",  and  by  striking  out  the  phrase 
"a  fine  of  not  more  than  $20,000"  and  in- 
serting in  lieu  thereof  "a  fine  not  to  exceed 
the  greater  of  twice  that  authorized  in  ac- 
cordance with  the  provisions  of  title  18, 
United  States  Code  or  $200,000  if  the  de- 
fendant is  an  individual  or  $500,000  if  the 
defendant  is  other  than  an  individual". 

(d)  In  subsection  (b).  paragraph  (5)  is 
amended  to  read  as  follows: 

"(5)  Any  person  who  violates  subsection 
(a)  of  this  section  by  cultivating  a  controlled 
substance  on  Federal  property  shall  be  im- 
prisoned as  provided  in  this  subsection  and 
shall  be  fined  any  amount  not  to  exceed 

"(A)  the  amount  authorized  in  accordance 
with  this  section, 

"(B)  the  amount  authorized  In  accordance 
with  the  provisions  of  title  18,  United  States 
Code, 

"(C)  $500,000  if  the  defendant  is  an  indi- 
vidual; or 

•(D)  $1,000,000  if  the  defendant  is  other 
than  an  individual, 
or  both." 

(e)  Subsection  (d)  is  amended  by  striking 
out  the  phrase  "a  fine  of  not  more  than 
$15,000"  and  inserting  in  lieu  thereof  "a  fine 
not  to  exceed  the  greater  of  that  authorized 
in  accordance  with  the  provisions  of  title  18. 
United  States  Code,  or  $250,000  if  the  de- 
fendant is  an  individual  or  $1,000,000  if  the 
defendant  is  other  than  an  individual". 

Sec.  504.  (a)  Section  3553  of  Title  18  of  the 
United  States  Code  is  amended  by  adding 
the  following  at  the  end  thereof: 

•(e)  Limited  authority  to  impose  a  sen- 
tence below  a  statutory  minimum.— Upon 
motion  of  the  Government,  the  court  shall 
have  the  authority  to  impose  a  sentence 
below  a  level  established  by  statute  as  mini- 
mum sentence  so  as  to  reflect  a  defendant's 
substantial  assistance  in  the  investigation  or 
prosecution  of  another  person  who  has  com- 
mitted an  offense.  Such  sentence  shall  be 
imposed  in  accordance  with  the  guidelines 
and  policy  statements  issued  by  the  Sen- 
tencing Commission  pursuant  to  28  X5S.C. 
994.". 

(b)  The  amendment  made  by  this  section 
shall  take  effect  on  the  date  of  the  taking  of 
section  3553  of  title  18.  United  SUtes  Code. 

Sec.  505.  Section  994  of  title  28  of  the 
United  States  Code  is  amended  by— 

(1)  Inserting  the  following  after  subsection 
(m): 

"(n)  The  Commission  shall  assure  that  the 
guidelines  reflect  the  general  appropriate- 
ness of  imposing  a  lower  sentence  than 
would  otherwise  be  imposed,  including  a 
sentence  that  is  lower  than  that  established 
by  statute  as  minimum  sentence,  to  take 
into  account  a  defendant's  substantial  as- 
sistance in  the  investigation  or  prosecution 
of  another  person  who  has  committed  an  of- 
fense."; and 
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(2)  redesignating  subsections  (n).  (o),  (p), 
(q>.  (D.  (s),  (t),  (u),  (V),  and  (w)  as  subsec- 
tions (o).  (p),  (q),  (r),  (s),  (t),  (u).  (V),  (w), 
and  (X),  respectively. 

Sec.  506.  (a)  Rule  35(b)  of  the  Federal 
Rules  of  Criminal  Procedure  is  amended  by 
striking  out  "to  the  extent"  and  all  that  fol- 
lows through  the  end  and  inserting  in  lieu 
thereof  the  following:  "in  accordance  with 
the  guidelines  and  policy  statements  issued 
by  the  Sentencing  Commission  pursuant  to 
28  U.S.C.  994.  The  court's  authority  to  lower 
a  sentence  under  this  subdivision  includes 
the  authority  to  lower  such  sentence  to  a 
level  below  that  established  by  statute  as  a 
minimum  sentence." 

(b>  The  amendment  made  by  this  section 
shall  take  effect  on  the  date  of  the  taking 
effect  of  Rule  35(b)  of  the  Federal  Rules  of 
Criminal  Procedure,  as  amended  by  section 
215(b)  of  the  Comprehensive  Crime  Control 
Act  of  1984. 

Sec.  507.  (a)  The  Controlled  Substances 
Act  and  the  Controlled  Substances  Import 
and  Export  Act  are  amended  by  striking  out 
"special  parole  term"  wherever  it  appears 
and  inserting  "term  of  supervised  release" 
in  lieu  thereof. 

(b)  The  amendment  made  by  this  section 
shall  take  effect  on  the  date  of  the  taking 
effect  of  section  3583  of  title  18.  United 
States  Code. 

Sec.  508.  (a)  Subsection  (a)  of  section  224 
of  the  Comprehensive  Crime  Control  Act  of 
1984  is  amended— 

(1)  by  inserting  "and"  after  the  semicolon 
in  paragraph  (4);  and 

(2)  by  striking  out  paragraphs  (1),  (2),  (3), 
and  (5)  and  redesignating  the  other  para- 
graphs accordingly. 

(b)  Section  224  of  the  Comprehensive 
Crime  Control  Act  of  1984  is  amended— 

(1)  by  striking  out  subsection  (b):  and 

(2)  by  redesignating  subsection  (c)  as  sub- 
section (b). 

(c)  Section  225  of  the  Comprehensive 
Crime  Control  Act  of  1984  is  amended  to 
read  as  follows: 

"Sec.  225.  Section  1010  of  the  Controlled 
Substances  Import  and  Export  Act  (21 
U.S.C.  960)  is  amended  by  repealing  subsec- 
tion (c).". 

Sec.  509.  (a)  Subsection  (a)  of  section  3583 
of  title  18  of  the  United  States  Code  is 
amended  by  inserting  ",  except  that  the 
court  shall  include  as  a  part  of  the  sentence 
a  requirement  that  the  defendant  be  placed 
on  a  term  of  supervised  release  if  such  a 
term  is  required  by  statute"  after  "imprison- 
ment" the  second  place  it  appears. 

(b)  Subsection  (b)  of  section  3583  of  title 
18  of  the  United  States  Code  is  amended  by 
striking  out  "The"  and  inserting  in  lieu 
thereof  "Except  as  otherwise  provided, 
the". 

(c)  Subsection  (e)  of  Section  3583  cf  title 
18  of  the  United  States  Code  is  amended— 

(1)  so  that  the  catchline  reads  as  follows: 
"Modification  of  Conditions  or  Revoca- 
tion."; 

(2)  in  paragraph  (2)  by  striking  out  "or" 
after  the  semicolon: 

(3)  in  paragraph  (3)  by  striking  out  "title." 
and  inserting  "title:  or"  in  lieu  thereof;  and 

(4)  by  inserting  the  following  new  para- 
graph after  paragraph  (3): 

"(4)  revoke  a  term  of  supervised  release, 
and  require  the  person  to  serve  in  prison  all 
or  part  of  the  term  of  supervised  release 
without  credit  for  the  time  previously 
served  on  postrelease  supervision,  if  it  finds 
by  a  preponderance  of  the  evidence  that  the 
person  violated  a  condition  of  supervised  re- 
lease, pursuant  to  the  provisions  of  Rule 


32.1  of  the  Federal  Rules  of  Criminal  Proce- 
dure that  are  applicable  to  probation  revo- 
cation and  to  the  provisions  of  applicable 
policy  statements  issued  by  the  Sentencing 
Commission.". 

(d)  The  amendments  made  by  this  section 
shall  take  effect  on  the  date  of  the  taking 
effect  of  section  3583  of  title  18,  United 
SUtes  Code. 

Sec  510.  Subsection  (3)  of  section  994(a) 
of  title  28  of  the  United  States  Code  is 
amended  by  inserting  "and  revocation  of  su- 
pervised release"  after  "supervised  release". 

Sec.  510A.  Section  511  of  title  ii  of  the 
Comprehensive  Drug  Abuse  Prevention  Act 
of  1970  (21  U.S.C.  881)  is  amended— 

(1)  in  subsection  (f)  by  inserting  "or  II" 
after  "I"  each  place  it  appears; 

(2)  by  redesignating  subsection  (f)  as  sub- 
section (f)(1);  and 

(3)  by  inserting  the  following  new  para- 
graph after  subsection  (f)(1)  as  so  redesig- 
nated: 

"(2)  The  Attorney  General  may  direct  the 
destruction  of  all  controlled  substances  in 
Schedule  I  or  II  seized  for  violation  of  this 
title  under  such  circumstances  as  the  Attor- 
nay  General  may  deem  necessary.". 
Subtitle  B— Drug  Possession  Penalty  Act  of 
1986 

Sec.  511.  This  subtitle  may  be  cited  as  the 
"Drug  Possession  Penalty  Act  of  1986". 

Sec.  512.  Section  404  of  the  Controlled 
Substances  Act  (21  U.S.C.  844)  is  amended 
to  read  as  follows: 
"§  844.  Penalty  for  simple  possession 

"(a)  It  shall  be  unlawful  for  any  person 
knowingly  or  intentionally  to  possess  a  con- 
trolled substance  unless  such  substance  was 
obtained  directly,  or  pursuant  to  a  valid  pre- 
scription or  order,  from  a  practitioner,  while 
acting  in  the  course  of  his  professional  prac- 
tice, or  except  as  otherwise  authorized  by 
this  title  or  title  III.  Any  person  who  vio- 
lates this  subsection  shall  be  sentenced  to  a 
term  of  imprisonment  of  not  more  than  one 
year,  and  shall  be  fined  a  minimum  of 
$1,000  but  not  more  than  $5,000,  or  both, 
except  that  if  he  commits  such  offense  after 
a  prior  conviction  under  this  subsection,  or 
a  prior  conviction  for  any  drug  or  narcotic 
offense  chargeable  under  this  title  or  title 
III  or  under  the  law  of  any  state,  has 
become  final,  he  shall  be  sentenced  to  a 
term  of  imprisonment  for  not  less  than  15 
days  but  not  more  than  two  years,  and  shall 
be  fined  a  minimum  of  $2,500  but  not  more 
than  $10,000,  except,  further,  that  if  he 
commits  such  offense  after  two  or  more 
prior  convictions  under  this  subsection,  or 
two  or  more  prior  convictions  for  any  drug 
or  narcotic  offense  chargeable  under  the 
law  of  any  state  or  a  combination  of  two  or 
more  such  offenses  have  become  final,  he 
shall  be  sentenced  to  a  term  of  imprison- 
ment for  not  less  than  ninety  days  but  not 
more  than  three  years,  and  shall  be  fined  a 
minimum  of  $5,000  but  not  more  than 
$25,000.  The  imposition  or  execution  of  a 
minimum  sentence  required  to  be  imposed 
under  this  subsection  shall  not  be  suspend- 
ed or  deferred.  F^irther,  upon  conviction,  a 
person  who  violates  this  subsection  shall  be 
taxed  the  reasonable  costs  of  the  investiga- 
tion and  prosecution  of  the  offense,  includ- 
ing the  costs  of  prosecution  of  an  offense  as 
defined  in  28  U.S.C.  ii  1918.  1920,  except 
that  this  sentence  shall  not  apply  and  a  fine 
under  this  section  need  not  be  imposed  if 
the  court  determines  under  the  provisions 
of  title  18  that  the  defendant  lacks  the  abili- 
ty to  pay. 

"(b)  As  used  in  this  section,  the  term  'drug 
or    narcotic    offense'    means    any    offense 


which  proscribes  the  possession,  distribu- 
tion, manufacture,  cultivation,  sale,  trans- 
fer, or  the  attempt  or  conspiracy  to  possess, 
distribute,  manufacture,  cultivate,  sell  or 
transfer  any  substance  the  possession  of 
which  is  prohibited  under  this  title. " 

Subtitle  C— Continuing  Drug  Enterprise 
Penalty  Act  of  1986 

Sec  521.  This  subtitle  may  be  cited  as  the 
"Continuing  Drug  Enterprise  Penalty  Act  of 
1986". 

Sec  522.  Subsection  408(a)  of  the  Con- 
trolled Substances  Act  (21  U.S.C.  848(a))  is 
amended  as  follows: 

(a)  by  striking  out  the  phrase  "to  a  fine  of 
not  more  than  $100,000,"  and  inserting  in 
lieu  thereof  "to  a  fine  not  to  exceed  the 
greater  of  that  authorized  in  accordance 
with  the  provisions  of  title  18,  United  States 
Code  or  $2,000,000  if  the  defendant  is  an  in- 
dividual or  $5,000,000  if  the  defendant  is 
other  than  an  individual,";  and 

(b)  by  striking  out  the  phrase  "to  a  fine  of 
not  more  than  $200,000,"  and  inserting  in 
lieu  thereof  "to  a  fine  not  to  exceed  the 
greater  of  twice  the  amount  authorized  in 
accordance  with  the  provisions  of  title  18, 
United  States  Code,  or  $4,000,000  if  the  de- 
fendant is  an  individual  or  $10,000,000  if  the 
defendant  is  other  than  an  individual ". 

Sec  523.  Section  408  of  the  Controlled 
Substances  Act  (21  U.S.C.  848)  is  further 
amended— 

(a)  by  redesignating  subsections  (b)  and 
(c)  as  (d)  and  (e).  respectively; 

(b)  by  inserting  the  following  new  subsec- 
tions after  subsection  (a): 

"(b)  Any  person  who  engages  in  a  continu- 
ing criminal  enterprise  shall  be  imprisoned 
for  life  and  fined  in  accordance  with  subsec- 
tion (a),  if— 

""(1)  such  person  is  the  principal  adminis- 
trator, organizer,  or  leader  of  the  enterprise 
or  is  one  of  several  such  principal  adminis- 
trators, organizers,  or  leaders;  and 

■"(2)(A)  the  violation  referred  to  in  subsec- 
tion (d)(1)  involved  at  least  300  times  the 
quantity  of  a  substance  described  in  section 
401(b)(1)(A)  of  this  Act,  or 

"(B)  the  enterprise,  or  any  other  enter- 
prise in  which  the  defendant  was  the  princi- 
pal or  one  of  several  principal  administra- 
tors, organizers,  or  leaders,  received  $10  mil- 
lion dollars  in  gross  receipts  during  any 
twelve-month  period  of  its  existence  for  the 
manufacture,  importation,  or  distribution  of 
a  substance  described  in  section  401(b)(1)(A) 
of  this  Act." 

"(c)  Any  person  who  engages  in  a  continu- 
ing criminal  enterprise  shall  be  imprisoned 
for  life  or  sentenced  to  death,  and  fined  in 
accordance  with  subsection  (a),  if,  while  so 
engaged,  such  person— 

"(1)  intentionally  kills  another  person;  or 

"(2)  intentionally  participates  in  an  act, 
contemplating  that  the  life  of  a  person  will 
be  taken  or  intending  that  lethal  force  will 
be  used  in  connection  with  a  person,  other 
than  one  of  the  participants  in  the  offense, 
and  the  victim  dies  as  a  direct  result  of  the 
act.";  and 

(c)  by  adding  at  the  end  the  following: 
"(f)  A  person  who  has  been  found  guilty 

of  an  offense  under  this  section  shall  be  sen- 
tenced to  death  if,  after  consideration  of  the 
factors  set  forth  in  subsection  (g)  in  the 
course  of  a  hearing  held  pursuant  to  subsec- 
tion (h),  it  is  determined  that  imposition  of 
a  sentence  of  death  is  justified. 

"'(g)  Factors  to  be  considered  in  determin- 
ing whether  a  sentence  of  death  is  justi- 
fied- 
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"(1)  Mitigating  factors.— In  determining 
whether  a  sentence  of  death  is  justified,  the 
Jury,  or  if  there  is  no  jury,  the  court,  shall 
consider  each  of  the  following  mitigating 
factors  and  determine  which,  if  any,  exist: 

"(A)  the  defendant  was  less  than  eighteen 
years  of  age  at  the  time  of  the  offense; 

"(B)  the  defendant's  mental  capacity  was 
significantly  impaired,  although  the  impair- 
ment was  not  such  as  to  constitute  a  defense 
to  prosecution; 

"(C)  the  defendant  was  under  unusual  and 
substantial  duress,  although  not  such  duress 
as  would  constitute  a  defense  to  prosecu- 
tion; 

"(D)  the  defendant  is  punishable  as  a 
principal  (as  defined  in  section  2(a)  of  title 
18,  United  States  Code)  in  the  offense, 
which  was  committed  by  another,  but  the 
defendant's  participation  was  relatively 
minor,  although  not  so  minor  as  to  consti- 
tute a  defense  to  the  charge.  The  jury,  or  if 
there  is  no  jury,  the  court,  may  consider 
whether  any  other  mitigating  factor  exists. 

"(2)  Aggravating  factors.— In  determin- 
ing whether  a  sentence  of  death  is  justified, 
the  jury,  or  if  there  is  no  jury,  the  court, 
shall  consider  each  of  the  following  aggra- 
vating factors  and  determine  which,  if  any, 
exist: 

"(A)  the  defendant  has  previously  been 
convicted  of  another  Federal  or  State  of- 
fense resulting  in  the  death  of  a  person,  for 
which  a  sentence  of  life  imprisonment  or 
death  was  authorized; 

'(B)  in  the  commission  of  the  offense  or 
in  escaping  apprehension  for  the  offense, 
the  defendant  knowingly  caused  the  death 
of,  or  created  a  grave  risk  of  death  to,  an- 
other person  in  addition  to  the  victim; 

"(C)  with  respect  to  subsection  (b)(1),  the 
defendant  has  previously  been  convicted  of 
two  or  more  Federal  or  State  offenses,  pun- 
ishable by  a  term  of  imprisonment  of  more 
than  one  year,  committed  on  different  occa- 
sions, involving  the  infliction  or  attempted 
infliction  of  serious  bodily  injury  or  death 
upon  another  person; 

"(D)  the  defendant  committed  the  offense 
in  an  especially  heinous,  cruel,  or  depraved 
manner; 

"(E)  the  defendant  procured  the  commis- 
sion of  the  offense  by  payment,  or  promise 
of  payment,  of  anything  of  pecuniary  value 
or  the  defendant  conimitted  the  offense  as 
consideration  for  the  receipt,  or  in  the  ex- 
pectation of  the  receipt,  of  anything  of  pe- 
cuniary value; 

"(F)  the  defendant  committed  the  offense 
against  a  judge,  a  law  enforcement  officer, 
or  an  employee  of  a  penal  or  correctional  in- 
stitution, while  that  victim  was  performing 
offical  duties  or  because  of  that  victim's 
status  as  a  public  servant  of  the  United 
States,  a  State,  or  political  subdivision 
thereof.  For  purposes  of  this  paragraph  the 
term  'law  enforcement  officer'  means  a 
public  servant  authorized  by  law  to  conduct 
or  engage  in  the  prevention,  investigation, 
or  prosecution  of  an  offense:  and 

"(G)  the  violation  of  this  chapter  in  rela- 
tion to  which  the  conduct  described  in  sub- 
section (c)  occurred  was  a  violation  of  sec- 
tion 405.  405A,  405B. 

The  jury,  or  if  there  is  no  jury,  the  court, 
may  consider  whether  any  other  aggravat- 
ing factor  exists. 

"(h)  Special  hearing  to  determine  whether 
a  sentence  of  death  is  justified— 

"(1)  Notice  by  the  government.— If.  in  a 
case  involving  an  offense  described  in  this 
section,  the  attorney  for  the  government  be- 
lieves that  the  circumstances  of  the  offense 
are  such  that  a  sentence  of  death  is  justified 


under  this  section,  he  shall,  a  reasonable 
time  before  the  trial,  or  before  acceptance 
by  the  court  of  a  plea  of  guilty,  or  at  such 
time  thereafter  as  the  court  may  permit 
upon  a  showing  of  good  cause,  sign  and  file 
with  the  court,  and  serve  on  the  defendant, 
a  notices- 

"(A)  stating  that  the  government  believes 
that  the  circumstances  of  the  offense  are 
such  that,  if  the  defendant  is  convicted,  a 
sentence  of  death  is  justified  under  this  sec- 
tion; and 

"(B)  setting  forth  the  aggravating  factor 
or  factors  that  the  government,  if  the  de- 
fendant is  convicted,  proposes  to  prove  as 
justifying  a  sentence  of  death. 
The  court  may  permit  the  attorney  for  the 
government  to  amend  the  notice  upon  a 
showing  of  good  cause. 

"(2)  Hearing  before  a  court  or  jury.- If 
the  attorney  for  the  government  has  filed  a 
notice  as  required  under  paragraph  (1)  and 
the  defendant  is  found  guilty  of  an  offense 
described  in  this  section,  the  judge  who  pre- 
sided at  the  trial  or  before  whom  the  guilty 
plea  was  entered,  or  another  judge  if  that 
judge  is  unavailable,  shall  conduct  a  sepa- 
rate sentencing  hearing  to  determine  the 
punishment  to  be  imposed.  Prior  to  such  a 
hearing,  no  presentence  report  shall  be  pre- 
pared by  the  United  States  Probation  Serv- 
ice, notwithstanding  the  provisions  of  Rule 
32(e)  of  the  Federal  Rules  of  Criminal  Pro- 
cedure. The  hearing  shall  be  conducted— 

"(A)  before  the  jury  that  determined  the 
defendant's  guilt; 

"(B)  before  a  jury  impaneled  for  the  pur- 
pose of  the  hearing  if— 

"(i)  the  defendant  was  convicted  upon  a 
plea  of  guilty; 

"(ii)  the  defendant  was  convicted  after  a 
trial  before  the  court  sitting  without  a  jury; 

"(iii)  the  jury  that  determined  the  defend- 
ant's guilt  was  discharged  for  good  cause;  or 

"(iv)  after  initial  imposition  of  a  sentence 
under  this  section,  reconsideration  of  the 
sentence  under  this  section  is  necessary;  or 

"(C)  before  the  court  alone,  upon  the 
motion  of  the  defendant  and  with  the  ap- 
proval of  the  attorney  for  the  government. 
A  jury  impaneled  pursuant  to  subparagraph 
(B)  shall  consist  of  twelve  members,  unless, 
at  any  time  before  the  conclusion  of  the 
hearing,  the  parties  stipulate,  with  the  ap 
proval  of  the  court,  that  it  shall  consist  of  a 
lesser  number. 

"(3)  Proof  of  mitigating  and  aggravating 
FACTORS.— At  the  hearing,  information  may 
be  presented  as  to  any  matter  relevant  to 
the  sentence,  including  any  mitigating  or 
aggravating  factor  permitted  or  required  to 
be  considered  under  subsection  (g).  Informa- 
tion presented  may  include  the  trial  tran- 
script and  exhibits  if  the  hearing  is  held 
before  a  jury  or  judge  not  present  during 
the  trial.  Any  other  information  relevant  to 
a  mitigating  or  aggravating  factor  may  be 
presented  by  either  the  attorney  for  the 
government  or  the  defendant,  regardless  of 
its  admissibility  under  the  rules  governing 
admission  of  evidence  at  criminal  trials. 
except  that  information  may  be  excluded  if 
its  probative  value  is  substantially  out- 
weighed by  the  danger  of  creating  unfair 
prejudice,  confusing  the  issues,  or  mislead- 
ing the  jury.  The  attorney  for  the  govern- 
ment and  the  defendant  shall  be  permitted 
to  rebut  any  information  received  at  the 
hearing,  and  shall  be  given  fair  opportunity 
to  present  argument  as  to  the  adequacy  of 
the  information  to  establish  the  existence 
of  any  aggravating  or  mitigating  factor,  and 
as  to  the  appropriateness  In  the  case  of  Im- 
posing a  sentence  of  death.  The  attorney  for 


the  government  shall  open  the  argument. 
The  defendant  shall  be  permitted  to  reply. 
The  attorney  for  the  government  shall  then 
be  permitted  to  reply  In  rebuttal.  The 
burden  of  establishing  the  existence  of  any 
aggravating  factor  Is  on  the  government, 
and  Is  not  satisfied  unless  the  existence  of 
such  a  factor  is  established  beyond  a  reason- 
able doubt.  The  burden  of  establishing  the 
existence  of  any  mitigating  factor  is  on  the 
defendant,  and  Is  not  satisfied  unless  the  ex- 
istence of  such  a  factor  Is  established  by  a 
preponderance  of  the  Information. 

"(4)  Return  of  special  findings.— The 
jury,  or  If  there  Is  no  jury,  the  court,  shall 
consider  all  the  information  received  during 
the  hearing.  It  shall  return  a  special  finding 
as  to  each  mitigating  and  aggravating 
factor,  concerning  which  information  is  pre- 
sented at  the  hearing,  whether  or  not  re- 
quired to  be  considered  under  subsection 
(g).  The  jury  must  find  the  existence  of  a 
mitigating  or  aggravating  factor  by  a  unani- 
mous vote. 

"(5)  Return  of  a  finding  concerning  a 
sentence  of  death.— If.  in  the  case  of  an  of- 
fense described  in  this  section,  an  aggravat- 
ing factor  required  to  be  considered  under 
subsection  (g)  is  found  to  exist,  the  jury,  or 
If  there  is  no  jury,  the  court,  shall  then  con- 
sider whether  all  the  aggravating  factors 
found  to  exist  sufficiently  outweigh  all  the 
mitigating  factors  found  to  exist  to  justify  a 
sentence  of  death,  or.  In  the  absence  of  a 
mitigating  factor,  whether  the  aggravating 
factors  alone  are  sufficient  to  justify  a  sen- 
tence of  death.  Based  upon  this  consider- 
ation, the  jury  by  unanimous  vote,  or  if 
there  is  no  jury,  the  court,  shall  return  a 
finding  as  to  whether  a  sentence  of  death  Is 
justified. 

"(6)  Special  precaution  to  assure  against 
discrimination.- In  a  hearing  held  before  a 
jury,  the  court,  prior  to  the  return  of  a  find- 
ing under  paragraph  (5).  shall  instruct  the 
jury  that,  in  considering  whether  a  sentence 
of  death  is  justified,  it  shall  not  consider  the 
race,  color,  national  origin,  creed,  or  sex  of 
the  defendant.  The  jury,  upon  return  of  a 
finding  under  paragraph  (5),  shall  also 
return  to  the  court  a  certificate,  signed  by 
each  juror,  that  consideration  of  the  race, 
color,  national  origin,  creed,  or  sex  of  the 
defendant  was  not  Involved  In  reaching  the 
juror's  Individual  decision. 

"(I)  Imposition  of  a  sentence  of  death. 
Upon  a  finding  under  paragraph  (5)  of  sub- 
section (h)  that  a  sentence  of  death  Is  justi- 
fied, the  court  shall  sentence  the  defendant 
to  death.  Upon  a  finding  under  paragraph 
(5)  of  subsection  (h)  that  a  sentence  of 
death  Is  not  justified,  or  under  paragraph 
(4)  of  subsection  (h)  that  no  aggravating 
factor  required  to  be  found  exists,  the  court 
shall  impose  a  sentence  of  life  imprison- 
ment. 

"(j)  Review  of  a  sentence  of  death— 

"(1)  Appeal.— In  a  case  under  this  section 
in  which  a  sentence  of  death  is  Imposed,  the 
sentence  shall  be  subject  to  review  by  the 
court  of  appeals  upon  appeal  by  the  defend- 
ant. Notice  of  appeal  must  be  filed  within 
the  time  specified  for  the  filing  of  a  notice 
of  appeal.  An  appeal  under  this  section  may 
be  consolidated  with  an  appeal  of  the  judg- 
ment of  conviction  and  shall  have  priority 
over  all  other  cases. 

"(2)  Review.— The  court  of  appeals  shall 
review  the  entire  record  in  the  case,  includ- 
ing— 

"(A)  the  evidence  submitted  during  the 
trial; 

•(B)  the  Information  submitted  during 
the  sentence  hearing; 
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"(C)  the  procedures  employed  in  the  sen- 
tencing hearing:  and 

"(D)  the  special  findings  returned  under 
paragraph  (4)  of  subsection  (h). 

"(3)  Decision  and  disposition.— 

"(A)  If  the  court  of  appeals  determines 
that— 

"(I)  the  sentence  of  death  was  not  imposed 
under  the  influence  of  passion,  prejudice,  or 
any  other  arbitrary  factor:  and 

(li)  the  information  supports  the  special 
finding  of  the  existence  of  an  aggravating 
factor  considered  under  subsection  (g)  it 
shall  affirm  the  sentence. 

"(B)  In  any  other  case,  the  court  of  ap- 
peals shall  remand  the  case  for  consider- 
ation under  subsection  (h)  or  for  imposition 
of  a  sentence  of  life  imprisonment,  as  appro- 
priate. 

"(C)  The  court  of  appeals  shall  state  in 
writing  the  reasons  for  its  disposition  of  an 
appeal  of  a  sentence  of  death  under  this  sec- 
tion. 

"(k)  Implementation  of  a  sentence  of 
death.  A  person  who  has  t>een  sentenced  to 
death  pursuant  to  the  provisions  of  this  sec- 
tion shall  be  committed  to  the  custody  of 
the  Attorney  Greneral  until  exhaustion  of 
the  procedures  for  appeal  of  the  judgment 
of  conviction  and  for  review  of  the  sentence. 
When  the  sentence  is  to  be  implemented, 
the  Attorney  General  shall  release  the 
person  sentenced  to  death  to  the  custody  of 
a  United  States  marshal,  who  shall  su[>er- 
vlse  implementation  of  the  sentence  in  the 
manner  prescribed  by  the  law  of  the  State 
in  which  the  sentence  is  imposed.  If  the  law 
of  such  State  does  not  provide  for  imple- 
mentation of  a  sentence  of  death,  the  court 
shall  designate  another  State,  the  law  of 
which  does  so  provide,  and  the  sentence 
shall  be  implemented  in  the  latter  State  in 
the  manner  prescribed  by  such  law.  A  sen- 
tence of  death  shall  not  be  carried  out  upon 
a  woman  while  she  is  pregnant. 

"(1)  Use  of  State  Facilities.  A  United 
States  marshal  charged  with  supervising  the 
Implementation  of  a  sentence  of  death  may 
use  appropriate  State  or  local  facilities  for 
the  purpose,  may  use  the  services  of  an  ap- 
propriate State  or  local  official  or  of  a 
person  such  an  official  employs  for  the  pur- 
pose, and  shall  pay  the  costs  thereof  in  an 
amount  approved  by  the  Attorney  Gener- 
al.". 

Subtitle  I>— United  States  Marshals  Service 
Act  of  1986 

Sec.  524.  This  Subtitle  may  be  cited  as  the 
"United  States  Marshals  Service  Act  of 
1986". 

Sec.  525.  Sections  561,  562.  564,  565  and 
566  of  Title   28,   United  States  Code,   are 
amended  to  read  as  follows: 
"§  561.  United  States  Marshals  Service 

"(a)  There  is  hereby  established  a  United 
States  Marshals  Service  as  a  bureau  within 
the  Department  of  Justice  under  the  au- 
thority and  direction  of  the  Attorney  Gen- 
eral. The  United  States  Marshals  Service 
(hereinafter  referred  to  in  this  title  as  the 
"Service")  shall  be  headed  by  a  Director  ap- 
pointed by  the  Attorney  General. 

"(b)  The  Director  of  the  United  States 
Marshals  Service  (hereinafter  referred  to  in 
this  title  as  the  "Director")  shall  exercise 
the  powers  and  duties  set  out  in  this  title 
and  as  may  be  vested  in  the  Director  pursu- 
ant to  statute  or  by  delegation  of  the  Attor- 
ney General. 

"(c)  The  President  shall  appoint,  by  and 
with  the  advice  and  consent  of  the  Senate,  a 
United  States  Marshal  for  each  judicial  dis- 
trict of  the  United  States,  except  that  any 


Marshal  appointed  for  the  Northern  Mari- 
ana Islands  may  at  the  same  time  serve  as 
Marshal  in  another  district.  Each  United 
States  Marshal  shall  be  an  official  of  the 
Service  and  shall  serve  under  the  direction 
and  subject  to  the  coordination  of  the  Di- 
rector. 

"(d)  Each  Marshal  shall  be  appointed  for 
a  term  of  four  years.  On  expiration  of  that 
term,  unless  a  Marshal  shall  resign  or  be  re- 
moved by  the  President,  a  Marshal  shall 
continue  to  perform  the  duties  of  that 
office  until  a  successor  is  appointed  and 
qualified  or  until  a  person  is  designated  to 
act  as  Marshal  in  accordance  with  Section 
562. 

"(e)  The  Director  shall  designate  places 
within  a  judicial  district  for  the  official  sta- 
tion and  offices  of  each  Marshal.  Each  Mar- 
shal shall  reside  within  the  district  for 
which  such  Marshal  was  appointed,  except 
that— 

"(1)  the  Marshal  for  the  District  of  Co- 
lumbia and  for  the  Southern  District  of 
New  York  may  reside  within  20  miles  there- 
of: and 

"(2)  any  Marshal  appointed  for  the  North- 
ern Mariana  Islands  who  at  the  same  time  is 
serving  in  the  same  city  in  another  district 
may  reside  in  such  other  district. 

"(f)  The  Director  is  authorized  to  select, 
appoint,  employ,  and  fix  compensation  for 
Deputy  Marshals  and  such  officials  and  em- 
ployees as  shall  be  necessary  to  carry  out 
the  powers  and  duties  of  the  Service  and 
may  designate  such  Deputy  Marshals  as  law 
enforcement  officers,  in  accordance  with 
the  policies  and  procedures  the  Director 
shall  establish.  Deputy  Marshals,  officials 
and  employees  are  subject  to  disciplinary 
action,  including  removal,  by  the  Director. 

■(g)  The  Director  shall  supervise  and 
direct  the  United  States  Marshals  Service  in 
the  performance  of  its  duties,  including 
criminal  investigations,  and  in  accounting 
for  public  moneys.  Each  official  of  the  Serv- 
ice shall  report  any  official  proceedings,  re- 
ceipts, and  disbursements  and  the  condition 
of  the  office  under  the  purview  of  such  offi- 
cial as  the  Director  requires. 

"(h)  The  Director  may  delegate  to  any 
other  official  of  the  Service  the  authority  to 
carry  out  the  functions  of  the  Director. 

"(i)  There  are  authorized  to  be  appropri- 
ated such  sums  as  may  be  necessary  to  exer- 
cise the  powers  and  duties  of  the  United 
States  Marshals  Service. 

■'§  562.  Vacancies 

"(a)  In  the  case  of  a  vacancy  in  the  office 
of  United  States  Marshal,  the  Attorney 
General  may  designate  a  person  to  perform 
the  functions  and  act  as  Marshal.  The  At- 
torney General  shall  not  designate  to  act  as 
Marshal  a  person  whose  appointment  by 
the  President  to  that  office  the  Senate  has 
refused  to  give  its  advice  and  consent. 

"(b)  Such  person  designated  by  the  Attor- 
ney General  may  serve  until  the  earliest  of 
the  following  events: 

"(1)  the  entry  into  office  of  a  United 
States  Marshal  appointed  by  the  President, 
pursuant  to  Article  II,  Section  2  of  the  con- 
stitution: 

"(2)  the  expiration  of  the  thirtieth  day 
following  the  end  of  the  next  session  of  the 
Senate:  or 

"(3)  if  such  designee  of  the  Attorney  Gen- 
eral is  appointed  by  the  President  pursuant 
to  section  561(c),  said  designee  may  serve 
until  the  expiration  of  the  thirtieth  day  fol- 
lowing the  refusal  of  the  Senate  to  give  its 
advice  and  consent  to  the  appointment  by 
the  President. 


"§  564.  Powers  as  Sheriff 

"An  official  of  the  Service,  in  executing 
the  laws  of  the  United  States  within  a  State, 
may  exercise  these  same  powers  which  a 
sheriff  of  the  State  may  exercise  in  execut- 
ing the  laws  thereof. 

"§  565.  Expenses  of  United  States  Marshals  Serv- 
ice 

"The  Service  is  authorized  to— 

"(a)  establish  procedures  and  to  pay  for: 
"(1)  the  actual  and  necessary  expenses  asso- 
ciated with  the  offices  established  under 
section  561: 

"(2)  the  expense  of  transporting  prisoners, 
including  the  transporting  between  the 
United  States  and  foreign  countries  persons 
charged  with  crime,  and  including  the  cost 
of  necessary  guards  and  the  travel  and  sub- 
sistence expenses  of  prisoners  and  guards: 

"(3)  the  lease,  acquisition,  maintenance, 
and  operation  of  aircraft  and  the  lease  and 
acquisition  of  law  enforcement  and  passen- 
ger motor  vehicles  without  regard  to  the 
general  purchase  price  limitation  for  any 
current  fiscal  year  and  including  the  oper- 
ation and  maintenance  for  official  use  of  ve- 
hicles seized  and  forfeited  to  the  U.S.  gov- 
ernment: - 

"(4)  supervision  of  United  States  prisoners 
in  non-federal  institutions: 

"(5)  the  purchase  of  firearms  and  ammu- 
nition and  attendance  at  firearms  matches 
and  law  enforcement  competitions: 

"(6)  payment  and  rewards  and  the  pur- 
chase of  evidence  and  payments  for  infor- 
mation: 

"(7)  other  necessary  expenditures  as  re- 
quired by  law:  and 

•(b)  enter  into  contracts  and  cooperative 
agreements,  as  authorized  by  the  Attorney 
General,  including  personal  services  con- 
tracts for  security  guards  and  for  the  service 
of  government  process  in  lieu  of  service  by 
U.S.  Marshals  or  Deputy  Marshals. 

"§  366.  Powers  and  duties 

"(a)  The  United  States  Marshals  Service 
shall  provide  for  the  safety  and  security  of 
the  Federal  courts  of  the  United  States,  in- 
cluding, tut  not  limited  to,  the  protection  of 
the  courtroom,  prisoners,  juries,  judicial 
chambers,  and  protection  of  the  judiciary. 
In  accordance  with  the  policies  established 
by  the  Judicial  Conference  of  the  United 
States,  United  States  Marshals,  may,  in  the 
discretion  of  the  respective  courts,  be  re- 
quired to  attend  any  session  of  court.  The 
United  States  Marshals  Service  shall  pro- 
vide other  assistance  in  accordance  with  the 
policies  established  by  the  Judicial  Confer- 
ence of  the  United  States  after  consultation 
with  the  Attorney  General. 

"(b)  Except  as  otherwise  provided  by  law 
or  Rule  of  Procedure,  the  United  States 
Marshals  Service  shall  execute  all  lawful 
writs,  process  and  orders  issued  under  the 
judicial  authority  of  the  United  States  and 
shall  command  all  necessary  assistance  to 
execute  its  duties. 

"(c)  The  Director,  United  States  Marshals, 
and  other  law  enforcement  officers  of  the 
United  States  Marshals  Service  may  carry 
firearms  and  may  make  arrests  without  war- 
rant for  any  offense  against  the  United 
States  committed  in  their  presence,  or  for 
any  felony  cognizable  under  the  laws  of  the 
United  States  if  they  have  reasonable 
grounds  to  believe  that  the  person  to  be  ar- 
rested has  committed  or  is  committing  such 
felony. 

"(d)  The  United  States  Marshals  Service 
is  authorized  to  conduct  and  investigate  fu- 
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gitive matters,  domestic  and  foreign,  as  di- 
rected by  the  Attorney  General." 

Sec.  526.  Title  28  United  States  Code,  is 
amended— 

(a)  by  striking  out  sections  567,  568.  569, 
and  570; 

(b)  by  renumbering  sections  571,  572,  573, 
574,  575.  and  576  to  read  567.  568.  569.  570. 
571,  and  572,  respectively;  and 

(c)  by  adding  the  following  new  section: 

"S  573.  Authorization  for  Certain  Witness  Securi- 
ty Expenses 

"The  expenses  incurred  for  the  use  of  fa- 
cilities in  the  protection  of  witnesses,  and 
planning,  construction,  renovation,  mainte- 
nance, remodeling,  and  repair  of  buildings 
and  the  purchase  of  equipment  incident 
thereto  for  protected  witness  testifies  shall 
be  paid  from  appropriations  available  to  the 
Marshals  Service." 

Sec.  527.  Section  1921  of  Title  28.  United 
States  Code,  is  amended  to  read  as  follows: 
"8  1921.  United  States  Marshals,  fees 

"(a)(1)  The  United  SUtes  Marshals  or 
E>eputies  shall  routinely  collect,  and  a  court 
may  tax  as  costs,  fees  for  the  following: 

"(A)  serving  a  writ  of  possession,  partition, 
execution,  attachment  in  rem,  or  libel  in  ad- 
miralty, warrant,  attachment,  summons, 
complaints,  or  any  other  writ,  order  or  proc- 
ess tn  any  case  or  proceedings; 

"(B)  serving  a  subpoena  or  summons  for  a 
witness  or  appraiser; 

"(C)  forwarding  any  writ,  order,  or  process 
to  another  judicial  district  for  service; 

"(D)  the  preparation  of  any  notice  of  sale, 
proclamation  in  admiralty,  or  other  public 
notice  or  bill  of  sale; 

"(E)  the  keeping  of  attached  property  (in- 
cluding boats,  vessels,  or  other  property  at- 
tached or  libeled),  actual  expenses  incurred, 
such  as  storage,  moving,  l)oat  hire,  or  other 
special  transportation,  watchmen's  or  keep- 
ers' fees,  insurance,  and  an  hourly  rate  in- 
cluding overtime  for  each  Deputy  Marshal 
required  for  special  services,  such  as  guard- 
ing, inventorying,  and  moving; 

'(P)  copies  of  writs  or  other  papers  fur- 
nished at  the  request  of  any  party; 

■'(G)  necessary  travel  in  serving  or  endeav- 
oring to  serve  any  process,  writ,  or  other, 
except  in  the  District  of  Columbia,  with 
mileage  to  be  computed  from  the  place 
where  service  is  returnable  to  the  place  of 
service  or  endeavor;  and 

"(H)  overtime  expenses  incurred  by 
Deputy  Marshals  in  the  course  of  serving  or 
executing  civil  process. 

"(2)  The  Marshals  shall  collect,  in  ad- 
vance, a  deposit  to  cover  the  initial  expenses 
for  special  services  required  under  subpara- 
graph (E),  and  periodically  thereafter  such 
amounts  as  may  be  necessary  to  pay  such 
expenses  until  the  litigation  is  concluded. 
This  paragraph  applies  to  all  private  liti- 
gants, including  seaman  proceeding  pursu- 
ant to  section  1916  of  this  title. 

"(3)  For  purposes  of  subparagraph  (G).  if 
two  or  more  services  or  endeavors,  or  if  any 
endeavor  and  a  service,  are  made  in  behalf 
of  the  same  party  in  the  same  case  on  the 
same  trip,  mileage  shall  be  computed  to  the 
place  of  service  or  endeavor  which  is  most 
remote  from  the  place  where  service  is  re- 
turnable, adding  thereto  any  additional 
mileage  traveled  in  serving  or  endeavoring 
to  serve  in  behalf  of  that  party.  If  two  or 
more  writs  of  any  kind,  required  to  be 
served  in  behalf  of  the  same  party  on  the 
same  person  in  the  same  case  or  proceeding, 
may  be  served  at  the  same  time,  mileage  on 
only  one  such  writ  shall  be  collected. 

"(b)  The  Attorney  General  shall  from 
time  to  time  prescril>e  by  regulation  the  fees 


to  be  taxed  and  collected  under  subsection 
(a).  Such  fees  to  the  extent  practicable,  re- 
flect the  actual  and  reasonable  cost  of  the 
service  provided. 

"(c)(1)  The  United  States  Marshals  Serv- 
ice shall  collect  a  commission  of  3  per 
centum  of  the  first  $1,000  collected  and  IM: 
\>er  centum  on  the  excess  of  any  sum  over 
$1,000.  for  seizing  or  levying  on  property 
(including  seizures  in  admiralty),  disposing 
of  such  property  by  sale,  set  off.  or  other- 
wise, and  receiving  and  paying  over  money, 
except  that  the  amount  of  the  commission 
shall  be  within  the  range  set  by  the  Attor- 
ney General.  If  the  property  is  not  disposed 
of  by  Marshal's  sale,  the  commission  shall 
be  in  such  amount,  within  the  range  set  by 
the  Attorney  General,  as  may  be  allowed  by 
the  court.  In  any  case  in  which  the  vessel  or 
other  property  is  sold  by  a  public  auction- 
eer, or  by  some  party  other  than  the  Mar- 
shal or  his  Deputy,  the  commission  author- 
ized under  this  subsection  shall  be  reduced 
by  the  amount  paid  to  such  auctioneer  or 
other  party.  This  subsection  applies  to  judi- 
cially ordered  sales  and  execution  sales, 
without  regard  to  whether  the  judicial 
order  of  sale  constitutes  a  seizure  or  levy 
within  the  meaning  of  State  law. 

'•(2)  The  Attorney  General  shall  prescribe 
from  time  to  time  regulations  which  estab- 
lish a  minimum  and  maximum  amount  for 
the  conunission  collected  under  paragraph 
(1). 

"(d)  The  United  States  Marshals  may  re- 
quire a  deposit  to  cover  any  of  the  fees  and 
expenses  prescril>ed  under  this  section. 

"(e)  Without  regard  to  the  provisions  of 
31  U.S.C.  §  3302.  the  United  States  Marshals 
Service  is  authorized  to  credit  amounts  from 
fees  and  expenses  collected  (including 
amounts  for  overtime  expenses)  for  the 
service  of  civil  process,  including  complaints, 
summonses,  subpoenas,  and  similar  process 
and  seizures,  levies,  and  sales  performed  by 
the  Marshals  to  its  current  appropriation 
account  (Salaries  and  Expenses.  United 
States  Marshals)  for  purposes,  only,  of  car- 
rying out  those  activities.". 

Sec.  528.  Chapter  301  of  Title  18.  United 
States  Code,  is  amended  to  add  the  follow- 
ing new  section: 
"§  4013.  Support  uf  United  Stales  Prisoners  in 

non-Federal  institutions 

"(a)  The  Attorney  General  or  his  designee 
is  authorized  to  make  payments  from  appro- 
priations available  to  the  United  States 
Marshals  Service  for: 

"(1)  the  necessary  clothing; 

"(2)  medical  aid  and  necessary  guard  hire; 
and 

"(3)  payment  of  rewards  for  assistance  in 
the  capture  of  information  leading  to  the 
capture  of  a  federal  fugitive. 

"(b)  The  Attorney  General  or  his  designee 
is  authorized  to  enter  into  contracts  or  coop- 
erative agreements  with  any  State,  terri- 
tory, or  political  subdivision  thereof,  for  the 
necessary  coristruction,  physical  renovation, 
acquisition  of  equipment,  supplies,  or  mate- 
rials required  to  establishing  acceptable  con- 
ditions of  confinement  and  detention  serv- 
ices in  any  state  or  local  jurisdiction  which 
agrees  to  provide  guaranteed  bed  space  for 
federal  detainees  within  that  correctional 
system,  in  accordance  with  regulations 
issued  by  the  Attorney  General  and  which 
are  comparable  to  the  regulations  issued 
under  18  U.S.C.  !  4006.  except  that  amounts 
made  available  for  this  purpose  shall  not 
exceed  the  average  per-inmate-cost  of  con- 
structing similar  confinement  facilities  for 
the  federal  prison  population;  and.  provided 
further  that  the  availability  of  such  federal- 


ly assisted  facility  shall  be  assured  for  hous- 
ing federal  prisoners  and  the  per  diem  rate 
charged  for  housing  such  federal  prisoners 
shall  not  exceed  allowable  costs  or  other 
conditions  specified  in  the  contract  or  coop- 
erative agreement." 

Subtitle  E— Controlled  Substances  Import 

and  Export  Penalties  Enhancement  Act  of 

1986 

Sec  531.  This  subtitle  may  be  cited  as  the 
"Controlled  Substances  Import  and  Export 
Penalties  Enhancement  Act  of  1986.". 

Sec  532.  Sections  1010(b)(1)  and  (2)  of  the 
Controlled  Substances  Import  and  Export 
Act  (21  U.S.C.  960(b)(1)  and  (2))  are  amend- 
ed to  read  as  follows: 

"(1)  In  the  case  of  a  violation  of  subsec- 
tion (a)  of  this  section  involving— 

"(A)  100  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  heroin; 

"(B)  500  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of- 

"(i)  coca  leaves,  except  coca  leaves  and  ex- 
tracts of  coca  leaves  from  which  cocaine,  ec- 
gonine.  and  derivatives  of  ecgonine  or  their 
salts  have  been  removed; 

"(ii)  cocaine,  its  salts,  optical  and  geomet- 
ric isomers,  and  salts  or  isomers; 

"(iii)  ecgonine.  its  derivatives,  their  salts. 
Isomers,  and  salts  of  isomers;  or 

"(iv)  any  compound,  mixture,  or  prepara- 
tion which  contains  any  quantity  of  any  of 
the  substances  referred  to  in  clauses  (1) 
through  (ill); 

■(C)  25  grams  or  more  of  a  mixture  or  sub- 
stance described  in  subparagraph  (B)  which 
contains  cocaine  base; 

■■(D)  10  grams  or  more  of  phencyclidlne 
(PCP)  or  100  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  phencyclidlne  (PCP); 

■■(E)  1  gram  or  more  of  a  mixture  or  sub- 
stance containing  a  detectable  amount  of  ly- 
sergic acid  diethylamide  (LSD); 

■■(F)  40  grams  or  more  of  a  mixture  or  sub- 
stance containing  a  detectable  amount  of 
fentanyl  or  10  grams  or  more  of  a  mixture 
or  substance  containing  a  detectable 
amount  of  any  analog  of  fentanyl:  or 

■■(G)  500  kilograms  or  more  of  a  mixture 
or  substance  containing  a  detectable 
amount  of  marihuana; 
the  person  committing  such  violation  shall 
be  sentenced  to  a  term  of  imprisonment  of 
not  less  than  5  years  and  not  more  than  40 
years  and  if  death  results  from  the  use  of 
such  substance  shall  be  sentenced  to  a  term 
of  imprisonment  of  not  less  than  twenty 
years  and  not  more  than  life,  a  fine  not  to 
exceed  the  greater  of  that  authorized  In  ac- 
cordance with  the  provisions  of  title  18. 
United  States  Code,  or  $2,000,000  if  the  de- 
fendant is  an  individual  or  $5,000,000  if  the 
defendant  is  other  than  an  individual,  or 
both.  If  any  person  commits  such  a  viola- 
tion after  one  or  more  prior  convictions  for 
an  offense  punishable  under  this  sutisection. 
or  for  a  felony  under  any  other  provision  of 
this  title  or  title  II  or  other  law  of  a  State, 
the  United  States,  or  a  foreign  country  re- 
lating to  narcotic  drugs,  marihuana,  or  de- 
pressant or  stimulant  substances,  have 
become  final,  such  person  shall  be  sen- 
tenced to  a  term  of  imprisonment  of  not  less 
than  10  years  and  not  more  than  life  impris- 
onment and  if  death  results  from  the  use  of 
such  substance  shall  be  sentenced  to  life  im- 
prisonment, a  fine  not  to  exceed  the  greater 
of  twice  that  authorized  in  accordance  with 
the  provisions  of  title  18.  United  States 
Code,  or  $4,000,000  if  the  defendant  is  an  in- 


25626 


CONGRESSIONAL  RECORD— SENATE 


September  23,  1986 


dividual  or  $10,000,000  if  the  defendant  is 
other  than  an  individual,  or  both.  Any  sen- 
tence under  this  paragraph  shall,  in  the  ab- 
sence of  such  a  prior  conviction,  impose  a 
special  parole  term  of  at  least  four  years  in 
addition  to  such  term  of  imprisonment  and 
shall,  if  there  was  such  a  prior  conviction, 
impose  a  special  parole  term  of  at  least 
eight  years  in  addition  to  such  term  of  im- 
prisonment. Notwithstanding  the  prior  sen- 
tence and  notwithstanding  any  other  provi- 
sion of  law,  the  court  shall  not  place  on  pro- 
bation or  suspend  the  sentence  of  any 
person  sentenced  under  this  paragraph  nor 
shall  the  term  of  imprisonment  imposed 
under  this  paragraph  run  concurrently  with 
any  other  term  of  imprisonment  under  this 
paragraph  or  under  any  other  provision  of 
law.  No  person  sentenced  under  this  para- 
graph shall  be  eligible  for  parole  during  the 
term  of  Imprisonment  imposed  therein. 

"(2)  In  the  case  of  a  violation  under  sub- 
section (a)  of  this  section  involving  a  con- 
trolled substance  in  schedule  I  or  II.  the 
person  committing  such  violation  shall, 
except  as  provided  in  paragraphs  (1)  and 
(3).  be  sentenced  to  a  term  of  imprisonment 
of  not  more  than  20  years  and  if  death  re- 
sults from  the  use  of  such  substance  shall 
be  sentenced  to  a  term  of  imprisonment  of 
not  less  than  20  years  and  not  more  than 
life,  a  fine  not  to  exceed  the  greater  of  that 
authorized  in  accordance  with  the  provi- 
sions of  title  18,  United  States  Code,  or 
$1,000,000  if  the  defendant  is  an  individual 
or  $5,000,000  if  the  defendant  is  other  than 
an  individual,  or  both.  If  any  person  com- 
mits such  a  violation  after  one  or  more  prior 
convictions  for  an  offense  punishable  under 
this  subsection,  or  for  a  felony  under  any 
other  provision  of  this  title  or  title  II  or 
other  law  of  a  State,  the  United  States  or  a 
foreign  country  relating  to  narcotic  drugs, 
marihuana,  or  depressant  or  stimulant  sub- 
stances, have  become  final,  such  person 
shall  be  sentenced  to  a  term  of  imprison- 
ment of  not  more  than  30  years  and  if  death 
results  from  the  use  of  such  substance  shall 
be  sentenced  to  life  imprisonment,  a  fine 
not  to  exceed  the  greater  of  twice  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18.  United  States  Code,  or  $2,000,000 
if  the  defendant  is  an  individual  or 
$10,000,000  if  the  defendant  is  other  than 
an  individual,  or  both.  Any  sentence  impos- 
ing a  term  of  imprisonment  under  this  para- 
graph shall,  in  the  absence  of  such  a  prior 
conviction,  impose  a  special  parole  term  of 
at  least  3  years  in  addition  to  such  term  of 
imprisonment  and  shall,  if  there  was  such  a 
prior  conviction,  impose  a  special  parole 
term  of  at  least  6  years  in  addition  to  such 
term  of  imprisonment.  Notwithstanding  the 
prior  sentence,  and  notwithstanding  any 
other  provision  of  law.  the  court  shall  not 
place  on  probation  or  suspend  the  sentence 
of  any  person  sentenced  under  the  provi- 
sions of  this  paragraph  which  provide  for  a 
mandatory  term  of  imprisonment  if  death 
results,  nor  shall  such  a  term  of  imprison- 
ment run  concurrently  with  any  other  term 
of  imprisonment  under  this  paragraph  or 
under  any  other  provision  cf  law.  nor  shall  a 
person  so  sentenced  be  eligible  for  parole 
during  the  term  of  such  a  sentence.". 

Sec.  533.  Section  1010<b)(3)  of  the  Con- 
trolled Substances  Import  and  Export  Act 
(21  U.S.C.  960(b)(3))  is  amended— 

(1)  by  striking  out  ".  except  as  provided  in 
paragraph  (4)": 

(2)  by  striking  out  the  phrase  "fined  not 
more  than  $50,000"  and  inserting  in  lieu 
thereof  "fined  not  to  exceed  the  greater  of 
that  authorized  in  accordance  with  the  pro- 


visions of  title  18,  United  States  Code,  or 
$250,000  if  the  defendant  is  an  Individual  or 
$1,000,000  If  the  defendant  is  other  than  an 
individual";  and 

(3)  by  inserting  "except  in  the  case  of  100 
or   more   marihuana   plants   regardless   of 
weight."  after  "marihuana." 
Subtitle  F— Juvenile  Drug  Trafficking  Act 
of  1986 

Sec.  541.  This  subtitle  may  be  cited  as  the 
"Juvenile  Drug  Trafficking  Act  of  1986." 

Sec  542.  Part  D  of  the  Controlled  Sub- 
stances Act  is  amended  by  adding  after  sec- 
tion 406A  a  new  section  as  follows:  "Employ- 
ment of  minors  in  controlled  substance  traf- 
ficking. 

"Sec  405B.  (a)  Any  person  at  least 
twenty-one  years  of  age  who  violates  section 
401(a)(1)  of  this  Act  while  acting  in  concert 
with  a  person  under  twenty-one  years  of  age 
is  punishable  by  a  term  of  imprisonment,  or 
a  fine,  or  both,  up  to  twice  that  authorized 
by  section  401(b)  of  this  Act.  and  at  least 
twice  any  special  parole  term  authorized  by 
section  401(b)  of  this  Act.  for  a  first  offense. 

■(b)  Any  person  at  least  twenty -one  years 
of  age  who  violates  section  401(a)(1)  of  this 
Act  while  acting  in  concert  with  a  person 
under  twenty-one  years  of  age.  after  a  prior 
conviction  or  convictions  under  subsection 
(a)  of  this  section  have  become  final,  is  pun- 
ishable by  a  term  of  imprisonment,  or  a 
fine,  or  both,  up  to  three  times  that  author- 
ized by  section  401(b)  of  this  Act  for  a  first 
offense  under  that  section,  and  at  least 
three  times  any  special  parole  term  author- 
ized by  section  401(b)  of  this  Act  for  a  first 
offense  under  that  section. 

"(c)  In  the  case  of  any  sentence  imposed 
under  this  section,  imposition  or  execution 
of  such  sentence  shall  not  be  suspended  and 
probation  shall  not  be  granted.  An  individ- 
ual convicted  under  this  section  of  an  of- 
fense for  which  a  mandatory  minimum  term 
of  imprisonment  is  set  out  in  section  401(b) 
of  this  Act  shall  not  be  eligible  for  parole 
under  section  4202  of  title  18,  United  States 
Code,  until  the  individual  has  served  the 
mandatory  term  of  imprisonment  required 
by  section  401(b)  as  enhanced  by  this  sec- 
tion.". 

Sec  543.  Section  401(b)  of  the  Controlled 
Substances  Act  (21  U.S.C.  841(b))  is  amend- 
ed by  deleting  the  phrase  "or  405A"  and  in- 
serting in  lieu  thereof  ",  405A.  or  405B". 

Sec  544.  Section  401(c)  of  the  Controlled 
Substances  Act  (21  U.S.C.  841(c))  is  amend- 
ed by  striking  out  "405A"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  ",  405A, 
or  405B". 

Sec  545.  The  table  of  contents  of  the 
Comprehensive  Drug  Abuse  Prevention  and 
Control  Act  of  1970  is  amended  by  inserting 
after  the  item  relating  to  section  405A  the 
following:  "405B.  Employment  of  minors  in 
controlled  substance  trafficking.". 

Sec  546.  Section  405A  of  the  Controlled 
Substances  Act  (21  U.S.C.  845a)  is  amended, 
in  subsection  (a),  by  adding  after  the  word 
"distributing"  the  words  "or  manufactur- 
ing" and  by  striking  the  words  "a  public  or 
private  elementary  or  secondary  school" 
and  inserting  in  lieu  thereof  "a  public  or 
private  elementary,  vocational,  or  secondary 
school  or  a  public  or  private  college,  junior 
college,  or  university". 

Subtitle  G— Chemical  Diversion  and 
Trafficking  Act  of  1986 

Sec  551.  This  subtitle  may  be  cited  as  the 
"Chemical  Diversion  and  Trafficking  Act  of 
1986". 

Sec.  552.  Title  II  of  the  Comprehensive 
Drug  Abuse  Prevention  and  Control  Act  is 


amended  by  adding  a  new  Section  311  (21 
U.S.C.  831): 

"Sec  311.  (a)(1)  Except  as  provided  under 
paragraph  (3)  of  this  subsection  any  person 
who  manufactures,  distributes,  imports  or 
exports  a  substance  listed  under  subsection 
(d)  shall  maintain  records  and  make  reports 
as  the  Attorney  General  may  by  regulation 
require  concerning  the  distribution,  sale,  im- 
portation or  exf)ortation  of  said  listed  sub- 
stances. Such  records  shall  be  in  a  form 
such  that  they  are  readily  retrievable  from 
ordinary  business  records  and  shall  be  kept 
and  made  available,  for  at  least  5  years,  for 
inspection  and  copying  by  officers  or  em- 
ployees of  the  United  States  authorized  by 
the  Attorney  General.  In  establishing  regu- 
lations concerning  required  records  and  re- 
ports, the  Attorney  General  may  establish  a 
threshold  quantity  for  recordkeeping  and 
reporting  requirements  for  each  listed 
chemical.  The  Attorney  General  may  in- 
clude in  the  information  required  to  be 
maintained  or  reported  the  following: 

"(A)  The  quantity,  form,  and  manner  in 
which,  and  date  on  which,  the  substance 
was  distributed,  imported  or  exported. 

"(B)(i)  In  the  case  of  the  distribution  or 
exportation  to  an  individual,  the  name,  ad- 
dress, and  age  of  the  individual  and  the  type 
of  identification  presented  to  confirm  the 
identity  of  the  individual. 

"(ii)  In  the  case  of  the  distribution  or  ex- 
portation to  an  entity  other  than  an  individ- 
ual, the  name  and  address  of  the  entity  and 
the  name,  address,  and  title  of  the  individ- 
ual ordering  or  receiving  the  substance  and 
the  type  of  identification  presented  to  con- 
firm the  identity  of  the  individual  and  of 
the  entity. 

"(2)  Except  as  provided  under  paragraph 
(3)  of  this  subsection,  no  person  may  distrib- 
ute or  export  a  substance  listed  under  sub- 
section (d)  unless  the  recipient  or  purchaser 
presents  to  the  distributor  a  certification  of 
lawful  use  and  identification,  to  establish 
the  identity  of  the  recipient  or  purchaser 
(and  any  entity  which  the  recipient  or  pur- 
chaser represents),  of  such  a  type  as  the  At- 
torney General  establishes  by  regulation. 

"(3)  It  shall  be  unlawful  to  purchase  a  re- 
portable amount  of  any  chemical  listed 
under  subsection  (d)  in  units  small  enough 
so  that  the  making  of  records  or  filing  of  re- 
ports under  this  section  is  not  required  for 
the  purpose  of  evading  the  recordkeeping  or 
reporting  requirements  created  by  this  sec- 
tion and  the  regulations  promulgated  there- 
under. 

"(4)  Under  such  conditions  and  to  such 
extent  as  the  Attorney  General  establishes, 
paragraphs  (1),  (2)  and  (3)  shall  not  apply 
to— 

"(A)  the  distribution  of  listed  substances 
between  agents  or  employees  within  a  single 
facility  (as  defined  by  the  Attorney  Gener- 
al ),  if  such  agents  or  employees  are  acting  in 
the  lawful  and  usual  course  of  their  busi- 
ness or  employment; 

"(B)  the  delivery  of  listed  substances  to  or 
by  a  common  or  contract  carrier  for  carriage 
in  the  lawful  and  usual  course  of  its  busi- 
ness, or  to  or  by  a  warehouseman  for  stor- 
age in  the  lawful  and  usual  course  of  its 
business;  but  where  such  carriage  or  storage 
is  in  connection  with  the  distribution  or  im- 
portation of  substances  to  a  third  person, 
this  subparagraph  shall  not  relieve  the  dis- 
tributor or  importer  from  compliance  with 
paragraph  (1)  or  (2);  or 

"(C)  any  distribution  or  importation  with 
respect  to  which  the  Attorney  General  de- 
termines that  the  reports  or  records  re- 
quired by  paragraph  (1)  or  the  presentation 
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of  identification  or  certification  required  by 
paragraph  (2)  is  not  necessary  for  the  en- 
forcement of  this  subchapter.  ' 

"(b)  It  shall  be  unlawful: 

"(1)  to  import  into  the  customs  territory 
of  the  United  States  from  any  place  outside 
thereof  (but  within  the  United  States),  or  to 
import  into  the  United  States  from  any 
place  outside  thereof,  any  substance  listed 
under  subsection  (d)  unless  the  substance  is 
imported  for  commercial,  scientific  or  other 
legitimate  uses,  and— 

"(A)  In  the  case  of  substances  listed  in 
subsection  (d)(1),  pursuant  to  a  permit 
issued  by  the  Attorney  General,  or 

"(B)  In  the  case  of  substances  listed  in 
subsection  (d)(2).  pursuant  to  such  notifica- 
tion or  declaration  requirements  as  the  At- 
torney General  may  by  regulation  prescribe. 

"(2)  It  shall  be  unlawful  to  export  from 
the  United  States  to  any  other  country  a 
substance  listed  under  subsection  (d)  unless 
there  is  furnished  (before  export)  to  the  At- 
torney General  documentary  proof  that  im- 
portation is  not  contrary  to  the  laws  or  reg- 
ulations of  the  country  of  destination  for 
consumption  for  medical,  commercial,  scien- 
tific, or  other  legitimate  purposes  and— 

"(A)  In  the  case  of  substances  listed  in 
subsection  (d)(1),  pursuant  to  a  permit 
issued  by  the  Attorney  General,  or 

"(B)  In  the  case  of  substances  listed  in 
subsection  (d)(2),  pursuant  to  such  notifica- 
tion or  declaration  requirements  as  the  At- 
torney General  may  by  regulation  prescribe. 

"(c)  The  Attorney  General  may  by  rule: 

"(1)  Add  substances  to  paragraph  (d)  if— 

"(A)  he  finds  that  such  substance  is  a  pre- 
cursor or  essential  chemical  which  can  be 
used  to  manufacture  a  controlled  substance, 

"(B)  such  substance  is  being  used  in  the 
manufacture  of  controlled  substances  in  vio- 
lation of  this  title,  and 

"(C)  he  finds  that  the  inclusion  of  such 
substance  in  subsection  (d)  is  necessary  to 
curtail  the  manufacture  of  controlled  sub- 
stances in  violation  of  this  title. 

"(2)  Delete  a  substance  listed  in  subsec- 
tion (d)  if  he  finds  that  its  listing  no  longer 
meets  the  criteria  set  forth  in  paragraph 
(1). 

"(d)  The  provisions  of  this  title  shall 
apply  to  the  following: 

"(1)  Precursor  chemicals 

(A)  N-Acetylanthranilic  Acid 

(B)  Anthranilic  Acid 

(C)  Ergotamine  tartrate 

(D)  Ergonovine  maleate 

(E)  Phenylacetic  acid 
(P)  Ephedrine 

(G)  Pseudoephedrine 
(H)  Benzyl  cyanide 
(I)  Benzyl  chloride 
(J)  Piperidine 
"(2)  Essential  chemicals 

(A)  Potassium  permanganate 

(B)  Acetic  anhydride 

(C)  Acetone 

(D)  Ethyl  ether 

"(e)  Any  information  which  is  reported  to 
or  otherwise  obtained  by  the  Attorney  Gen- 
eral under  this  section  and  which  is  exempt 
from  disclosure  pursuant  to  subsection  (a) 
of  section  552  of  title  5  by  reason  of  subsec- 
tion (4)  thereof  shall  be  considered  confi- 
dential and  shall  not  be  disclosed,  except 
that  such  information  may  be  disclosed  to 
officers  or  employees  of  the  United  States 
concerned  with  carrying  out  this  title  or 
title  III  or  when  relevant  in  any  proceeding 
for  the  enforcement  of  this  title  or  title  III 
or  when  necessary  to  meet  U.S.  treaty  obli- 
gations. 

"(f)  For  the  purposes  of  this  title: 


"(1)  The  term  'import'  has  the  same 
meaning  given  such  term  in  section  1001  of 
title  III  (21  U.S.C.  951  (a)(1)). 

"(2)  The  term  'customs  territory  of  the 
United  States'  has  the  same  meaning  given 
such  term  in  section  1001  of  title  III  (21 
U.S.C.  951(a)(2)). 

"(g)  No  person  may  distribute,  sell, 
import,  export,  or  otherwise  transfer  to  an- 
other person  any  commercial  tableting  ma- 
chine or  encapsulating  machine  unless  the 
purchaser,  recipient,  transferee,  or  his  agent 
presents  to  the  distributor  or  supplier  a  cer- 
tification of  lawful  use  and  identification  to 
confirm  the  identity  of  the  recipient  or  pur- 
chaser (and  any  entity  which  the  recipient 
or  purchaser  represents)  or  such  a  type  as 
the  Attorney  General  by  regulation  may  es- 
tablish. 

"(h)  Any  person  who  distributes,  sells,  im- 
ports, exports  or  otherwise  transfers  to  an- 
other person  any  commercial  tableting  ma- 
chine or  encapsulating  machine  shall  report 
the  transfer  to  the  Attorney  General  in 
such  a  form  as  the  Attorney  General  may 
by  regulation  require.  The  Attorney  Gener- 
al may  require  such  information  as  the  date 
of  sale  or  transfer,  name  and  address  of 
transferee,  purpose  for  which  equipment  is 
intended,  serial  numbers  and  make/model 
of  equipment.". 

Sec  553.  (a)  Section  401(d)(1)  (21  U.S.C. 
841(d)(1))  of  the  Controlled  Substances  Act 
is  amended  by— 

(1)  deleting  the  word  "piperidine"  and  re- 
placing it  with  the  words  "precursor  chemi- 
cal or  essential  chemical  listed  under  section 
311(d)":  and 

(2)  deleting  the  word  "phencyclidine"  and 
replacing  it  with  the  words  "any  controlled 
subst'Sincc* ' 

(b)  Section  401(d)  (2)  (21  U.S.C.  841(d)(2)) 
of  the  Controlled  Substances  Act  is  amend- 
ed by— 

(1)  adding  the  words  "or  distributes"  after 
the  word  "possesses"; 

(2)  deleting  the  word  "piperidine"  the  first 
place  it  appears  and  replacing  it  with  the 
words  "precursor  chemical  or  essential 
chemical  listed  under  section  311(d)"; 

(3)  deleting  the  word  "piperidine"  the 
second  place  it  appears  and  replacing  it  with 
the  words  "precursor  chemical  or  essential 
chemical";  and 

(4)  deleting  the  word  "phencyclidine"  and 
replacing  it  with  "any  controlled  sub- 
stance". 

(c)  Section  401(d)  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  841(d))  is  amended 
by- 

(1)  deleting  "or"  in  paragraph  (1); 

(2)  adding  new  paragraphs  (3)  and  (4) 
after  paragraph  (2)  as  follows: 

"(3)  imports  or  exports  a  precursor  or  es- 
sential chemical  listed  under  section  311(d) 
except  as  provided  for  by  this  Act,  or 

"(4)  possesses  any  precursor  chemical  or 
essential  chemical  listed  under  section 
311(d),  with  knowledge  that  the  recordkeep- 
ing or  reporting  requirements  of  section 
311(a)  of  this  title  or  regulations  issued 
thereunder  have  not  been  adhered  to". 

Sec.  554.=  Section  402(a)(9)  (21  U.S.C. 
842(a)(9))  of  the  Controlled  Substances  Act 
is  amended  by— 

(1)  deleting  the  word  "piperidine"  and  re- 
placing it  with  the  words  "a  precursor 
chemical  or  essential  chemical  listed  under 
section  311(d)": 

(2)  adding  after  the  citation  "section 
310(a)(2)"  the  phrase  "or  section  311(a)(2)": 
and 

(3)  adding  "or  certification"  after  "identi- 
fication". 


Sec  555.  Section  403(a)  (21  U.S.C.  843(a}) 
of  the  Controlled  Substances  Act  is  amend- 
ed by— 

(1)  in  paragraph  (4)(B)  by  deleting  the 
word  "piperidine"  and  replacing  it  with  the 
words  "a  precursor  chemical  or  essential 
chemical  listed  under  section  311(d)": 

(2)  in  paragraph  (4)(B)  by  adding  after 
the  citation  "Section  310(a)"  the  phrase  "or 
section  311(a)"; 

(3)  in  paragraph  (4)(B)  by  adding  "or  cer- 
tificate" after  "identification"  where  it  ap- 
pears: 

(4)  in  paragraph  (4)(B)  by  striking  out 
"or"  after  the  semicolon;  and 

(5)  by  adding  the  following  paragraphs 
after  paragraph  (5)  as  follows: 

"(6)  possesses  any  drug  manufacturing 
equipment,  tableting  or  encapsulating  ma- 
chines, or  gelatin  capsules  with  intent  to 
manufacture  a  controlled  substance  except 
as  authorized  by  this  subchapter:  or 

"(7)  manufactures,  distributes,  sells,  or  im- 
ports any  drug  manufacturing  equipment, 
tableting  or  encapsulating  machines,  or 
gelatin  capsules  knowing,  or  having  reasona- 
ble cause  to  believe,  that  they  will  be  used 
to  manufacture  a  controlled  substajw» 
except  as  authorized  by  this  subchapter.". 

Sec  556.  Section  511(a)  of  the  Controlled 
Substances  Act  (21  U.S.C.  881)  is  amended 
by  adding  a  new  subsection  (9)  as  follows: 

"(9)  all  chemicals  listed  under  Section 
311(d)  which  have  been  imported,  exported, 
manufactured,  possessed,  distributed  or  in- 
tended to  be  distributed,  in  violation  of  this 
title,  as  well  as  all  conveyances  and  equip- 
ment, including  aircraft,  vehicles,  or  vessels, 
which  are  used,  or  intended  for  use.  to 
transport,  or  in  any  way  facilitate  the  trans- 
portation, sale,  receipt,  possession,  or  con- 
cealment of  precursor  chemicals  and  essen- 
tial chemicals  in  violation  of  this  title, 
except  as  provided  for  under  paragraph  (4) 
(A)  and  (B)  above.". 

Sec  557.  The  Attorney  General  shall 
maintain  an  active  program,  both  domestic 
and  international,  to  curtail  the  diversion  of 
precursor  chemicals  and  essential  chemicals 
used  in  the  illicit  manufacture  of  controlled 
substances.  This  program  shall  include  ap- 
propriate controls  on  the  purchase,  sale,  im- 
portation and  exportation  of  these  chemi- 
cals and  development  of  cooperative  efforts 
with  foreign  drug  control  authorities. 

Sec  558.  Section  102  (21  U.S.C.  802)  of  the 
Controlled  Substances  Act  is  amended— 

( 1 )  in  paragraph  (11),  by  adding  after  the 
words  "a  controlled  substance"  the  words 
"or  a  precursor  chemical  or  essential  chemi- 
cal listed  under  Section  311(d)": 

(2)  by  adding  a  new  paragraph  (31)  as  fol- 
lows: 

"(31)  The  term  "precursor  chemical" 
means  a  substance  that  may  be  used  in  the 
chemical  process  of  manufacturing  con- 
trolled substances  and  which  is  incorporated 
into  the  final  product  and  is  therefore  criti- 
cal to  its  manufacture.":  and 

(3)  by  adding  a  new  paragraph  (32)  as  fol- 
lows: 

"(32)  The  term  "essential  chemical" 
means  a  substance  that  may  be  used  in  the 
chemical  process  of  manufacturing  con- 
trolled substances  as  a  solvent,  reagent  or 

QQ  t  Q  j  y  st-, '  ' . 

Sec.  559.  Section  310  (21  U.S.C.  830)  of  the 
Controlled  Substances  Act  is  amended  by 
adding  the  words  "■.  ephedrine.  or  phenyla- 
cetic acid"  after  each  reference  to  piperidine 
in  subsection  (a). 

Sec  560.  Section  506(A)  (21  U.S.C.  876(a)) 
of  the  Controlled  Substances  Act  is  amend- 
ed by  adding  after  the  words  "with  respect 
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to  controlled  substances."  the  wortSs  "pr»- 
cursor  chemicals  or  essential  chemicals.". 
Subtitls  H— Money  Laundering  Crimes  Act 
of  1980 

Stc.  Ml.  This  subtitle  may  be  cited  as  the 
"Money  Laundering  Crimes  Act  of  198(J". 

Sxc.  562.  (a)  Chapter  95  of  title  18.  United 
States  Code,  is  amended  by  adding  at  the 
end  thereof  the  following  new  section: 
"^  1956.  LasMlerisg  of  inoiietai7  instrumesU 

"(aXl)  Whoever,  knowing  that  the  proper- 
ty Involved  in  a  financial  transaction  repre- 
sents the  proceeds  of  some  form  of  unlawful 
activity,  conducts  or  attempts  to  conduct 
such  a  financial  transaction  which  in  fact 
involves  the  proceeds  of  specified  unlawful 
w;tlvlty— 

"(A)  with  the  Intent  to  faciliUte  the  car- 
fTlng  on  of  specified  unlawful  activity:  or 

"(B)  knowing  that  the  transaction  is  de- 
signed In  whole  or  in  part— 

"(1)  to  conceal  or  disguise  the  nature,  the 
location,  the  source,  the  ownership,  or  the 
control  of  the  proceeds  of  specified  unlaw- 
ful activity;  or 

"(11)  to  avoid  a  transaction  reporting  re- 
quirement under  State  or  Federal  law, 

shall  be  sentenced  to  a  fine  of  not  more 
than  $250,000  or  twice  the  value  of  the 
property  involved  in  the  transaction,  which- 
ever is  greater,  or  imprisonment  for  not 
more  than  twenty  years,  or  both. 

"(2)  Whoever  transports  or  attempts  to 
transport  a  monetary  instrument  or  funds 
from  a  place  in  the  United  States  to  or 
through  a  place  outside  the  United  States 
or  to  a  place  in  the  United  States  from  or 
through  a  place  outside  the  United  States— 

"(A)  with  the  intent  to  facilitate  the  car- 
rying on  of  specified  unlawful  activity;  or 

"(B)  knowing  that  the  monetary  instru- 
ment or  funds  involved  in  the  transporta- 
tion represent  the  proceeds  of  some  form  of 
unlawful  activity  and  knowing  that  such 
transportation  is  designed  in  whole  or  in 
part— 

"(i)  to  conceal  or  disguise  the  nature,  the 
location,  the  source,  the  ownership,  or  the 
control  of  the  proceeds  of  specified  unlawful 
activity;  or 

"(ii)  to  avoid  a  transaction  reporting  re- 
quirement under  State  or  Federal  law. 
shall  be  sentenced  to  a  fine  of  $250,000  or 
twice  the  value  of  the  monetary  instrument 
or  funds  involved  in  the  transportation, 
whichever  is  greater,  or  imprisonment  for 
not  more  than  twenty  years,  or  both. 

"(3)  Whoever  conducts  or  attempts  to  con- 
duct a  financial  transaction  that  in  whole  or 
in  part  involves  the  proceeds  of  specified  un- 
lawful activity  with  intent  to  violate  or  fa- 
cilitate a  violation  of  section  7201  or  7206  of 
the  Internal  Revenue  Code  of  1954  shall  be 
sentenced  to  a  fine  of  not  more  than 
$250,000  or  twice  the  value  of  the  monetary 
instrument  or  funds  involved  in  the  transac- 
tion, whichever  is  greater,  or  imprisonment 
for  not  more  than  twenty  years,  or  both. 

"(b)  Whoever  conducts  or  attempts  to  con- 
duct a  transaction  described  in  subsection 
(aMl)  or  a  transaction  described  in  subsec- 
tion (a>(2)  is  liable  to  the  United  States  for 
a  civil  penalty  of  not  more  than  the  greater 
of- 

"(1)  the  value  of  the  property,  funds,  or 
monetary  instruments  involved  in  the  trans- 
action: or 

"(2)  $10,000. 

"(c)  As  used  in  this  section— 

"(1)  the  phrase  'knowing  that  the  proper- 
ty involved  in  a  financial  transaction  repre- 
sents the  proceeds  of  some  form  of  unlawful 
activity'  means  that  the  person  knew  the 


property  involved  in  the  transaction  repre- 
sented proceeds  from  some  form,  though 
not  necessarily  which  form,  of  activity  that 
constitutes  a  felony  under  State  or  Federal 
law.  regardless  of  whether  or  not  such  activ- 
ity is  specified  in  paragraph  (7); 

"(2)  the  term  'conducts'  includes  but  is  not 
limited  to  initiating,  concluding,  or  partici- 
pating in  initiating,  or  concluding  a  transac- 
tion; 

"(3)  the  term  transaction'  includes  but  is 
not  limited  to  a  purchase,  sale.  loan,  pledge, 
gift,  transfer,  delivery,  or  other  disposition, 
and  with  respect  to  a  financial  institution 
includes  but  is  not  limited  to  a  deposit,  with- 
drawal, transfer  between  accounts,  ex- 
change of  currency,  loan,  extension  of 
credit,  purchase  or  sale  of  any  stock,  bond, 
certificate  of  deposit,  or  other  monetary  in- 
strument, or  any  other  payment,  transfer, 
or  delivery  by.  through,  or  to  a  financial  in- 
stitution, by  whatever  means  effected: 

"(4)  the  term  'financial  transaction'  means 
a  transaction  involving  the  movement  of 
funds  by  wire  or  other  means  or  involving 
one  or  more  monetary  instruments,  which 
in  any  way  or  degree  affects  interstate  or 
foreign  commerce,  or  a  transaction  involv- 
ing the  use  of  a  financial  institution  which 
is  engaged  in.  or  the  activities  of  which 
affect,  interstate  or  foreign  commerce  in 
any  way  or  degree: 

"(5)  the  term  monetary  instruments' 
means  coin  or  currency  of  the  United  States 
or  of  any  other  country,  travelers'  checks, 
personal  checks,  bank  checks,  money  orders, 
investment  securities  in  bearer  form  or  oth- 
erwise in  such  form  that  title  thereto  passes 
upon  delivery,  and  negotiable  instruments 
in  bearer  form  or  otherwise  in  such  form 
that  title  thereto  passes  upon  delivery; 

"(6)  the  term  'financial  institution'  has 
the  definition  given  that  term  in  section 
5312(a)(2)  of  title  31.  United  States  Code, 
and  the  regulations  promulgated  thereun- 
der: and 

"(7)  the  term  specified  unlawful  activity' 
means 

"(A)  any  act  or  activity  occurring  in  whole 
or  in  part  in.  or  directed  at,  the  United 
States,  and  constituting  an  offense  listed  in 
section  1961(1)  of  this  title  except  an  act 
which  is  indictable  under  the  Currency  and 
Foreign  Transactions  Reporting  Act: 

"(B)  with  respect  to  a  financial  transac- 
tion occurring  in  whole  or  in  part  in  the 
United  States,  an  offense  against  a  foreign 
nation  involving  the  manufacture,  importa- 
tion, sale,  or  distribution  of  a  controlled  sub- 
stance (as  such  term  is  defined  for  the  pur- 
poses of  the  Controlled  Substances  Act); 

"(C)  any  act  or  acts  constituting  a  con- 
tinuing criminal  enterprise,  as  that  term  is 
defined  in  section  408  of  the  Controlled 
Substances  Act  (21  U.S.C.  848); 

"(D)  an  offense  under  section  152  (relat- 
ing to  concealment  of  assets;  false  oaths  and 
claims;  bribery),  section  215  (relating  to 
commissions  or  gifts  for  procuring  loans), 
sections  500  through  503  (relating  to  certain 
counterfeiting  offenses),  section  511  (relat- 
ing to  securities  of  States  and  private  enti- 
ties), section  545  (relating  to  smuggling 
goods  into  the  United  States),  section  641 
(relating  to  public  money,  property,  or 
records),  section  656  (relating  to  theft,  em- 
bezzlement, or  misapplication  by  bank  offi- 
cer or  employee),  section  666  (relating  to 
theft  or  bribery  concerning  programs  receiv- 
ing Federal  funds),  section  793,  794,  or  798 
(relating  to  espionage),  section  875  (relating 
to  interstate  communications),  section  1201 
(relating  to  kidnaping),  section  1203  (relat- 
ing to  hostage  taking),  section  1344  (relating 


to  bank  fraud),  or  section  2113  or  2114  (re- 
lating to  bank  and  postal  robbery  and  theft) 
of  this  title;  or 

"(E)  Except  where  Jurisdiction  attaches 
pursuant  to  subsection  (f).  an  offense  under 
section  38  of  the  Arms  Export  Control  Act 
(22  U.S.C.  2778).  the  Export  Administration 
Act  of  1979  (50  U.S.C.  App.  2401  et  seq.).  the 
International  Emergency  Economic  Powers 
Act  (50  U.S.C.  1702  et  seq.).  and  the  Trading 
with  the  Enemy  Act  (50  U.S.C.  App.  1  et 
seq.). 

"(d)  Nothing  in  this  section  shall  super- 
sede any  provision  of  Federal.  State,  or 
other  law  imposing  criminal  penalties  or  af- 
fording civil  remedies  in  addition  to  those 
provided  for  in  this  section. 

"(e)  Violations  of  this  section  may  be  in- 
vestigated by  such  components  of  the  De- 
partment of  Justice  as  the  Attorney  Gener- 
al may  direct,  by  such  components  of  the 
Department  of  the  Treasury  as  the  Secre- 
tary of  the  Treasury  may  direct,  as  appro- 
priate and.  with  respect  to  offenses  over 
which  the  United  States  Postal  Service  has 
jurisdiction,  by  the  Postal  Service. 

"(f)  There  is  extraterritorial  jurisdiction 
over  the  conduct  prohibited  by  this  section 
if- 

"(1)  the  conduct  is  by  a  United  States  citi- 
zen or.  in  the  case  of  a  non-United  States 
citizen,  the  conduct  occurs  in  part  in  the 
United  States;  and 

"(2)  the  transaction  or  series  of  related 
transactions  involves  funds  or  monetary  in- 
struments of  a  value  exceeding  $10,000.". 

(b)  The  table  of  sections  at  the  beginning 
of  chapter  95  of  title  18  is  amended  by 
adding  at  the  end  the  following  new  itemi: 

•5  956.  Laundering  of  monetary  instruments". 

Sec  563.  (a)  Subsection  1103(c)  of  the 
Right  to  Financial  Privacy  Act  of  1978  (12 
U.S.C.  3403(c))  is  amended  by  adding  at  the 
end  thereof  the  following:  "Such  informa- 
tion may  include  the  name  or  names  of  and 
other  identifying  information  concerning 
the  individuals  and  accounts  involved  in  and 
the  nature  and  a  description  of  the  suspect- 
ed illegal  activity  sufficient  to  enable  the 
Government  authority  to  obtain  access  to  or 
copies  of  such  information  pursuant  to  law. 
Such  information  may  be  disclosed  notwith- 
standing any  constitution,  law.  or  regulation 
of  any  State  or  political  subdivision  thereof 
to  the  contrary.  Any  financial  institution,  or 
officer,  employee,  or  agent  thereof,  making 
a  disclosure  cf  information  pursuant  to  this 
subsection,  shall  not  be  liable  to  the  custom- 
er under  any  constitution,  law.  or  regulation 
of  the  United  States  or  any  State  or  politi- 
cal subdivision  thereof,  for  such  disclosure 
or  for  any  failure  to  notify  the  customer  of 
such  disclosure.". 

(b)  Section  1113(1)  of  the  Right  to  Finan- 
cial Privacy  Act  of  1978  (12  U.S.C.  3413(i))  is 
amended  by  inserting  immediately  before 
the  period  at  the  end  thereof  a  comma  and 
the  following:  "except  that  a  court  shall 
have  authority  to  order  a  financial  institu- 
tion, on  which  a  grand  jury  subpoena  for 
customer  records  has  been  served,  not  to 
notify  the  customer  of  the  existence  of  the 
subpoena  or  information  that  has  been  fur- 
nished to  the  grand  jury,  under  the  circum- 
stances specified  and  pursuant  to  the  proce- 
dures established  in  section  1109  of  the 
Right  to  Financial  Privacy  Act  of  1978  (13 
U.S.C.  3409) ". 

Sec.  564.  (a)  Section  5318  of  title  31. 
United  States  Code,  is  aniended  to  read  as 
follows: 
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"6S3I8.  CompllMwe.  CTfgthmn.  aad 
authority 

"(a)  The  Secretary  of  the  Treasury  may 
(except  under  section  5315  of  this  title  and 
regulations  prescribed  under  section  5315)— 

"(1)  delegate  duties  and  powers  under  this 
subchapter  to  an  appropriate  supervising 
agency,  except  as  provided  in  subsection  (c); 

"(2)  require  a  class  of  domestic  financial 
institutions  to  maintain  appropriate  proce- 
dures to  ensure  compliance  with  this  sub- 
chapter and  regulations  prescribed  under 
this  subchapter; 

"(3)  for  the  purpose  of  any  investigation 
which,  in  the  opinion  of  the  Secretary,  is 
necessary  and  proper  to  enforcement  of  the 
provisions  of  this  subchapter,  section  21  of 
the  Federal  Deposit  Insurance  Act  (12 
U-S.C.  1829b).  section  411  of  the  National 
Housing  Act  (12  U.S.C.  1730d),  or  chapter  2 
of  Public  Ijaw  91-508,  may  administer  oaths 
and  affirmations,  subpoena  witnesses, 
compel  their  attendance,  take  evidence,  and 
require  the  production  of  or  examine 
records  (Including  books,  papers,  docu- 
ments, and  tangible  things  which  constitute 
or  contain  evidence)  relevant  or  material  to 
the  Investigation; 

"(b)  A  summons  may  be  Issued  under 
paragraph  (3)  of  subsection  (a)  only  by.  or 
with  the  approval  of,  the  Secretary  of  the 
Treasury  or  a  supervisory  level  delegate  of 
the  Secretary  of  the  Treasury. 

"(c)  A  summons  pursuant  to  this  section 
may  require  that  books,  papers,  records,  or 
other  (lata  stored  or  maintained  at  any 
place  be  produced  at  any  designated  loca- 
tion in  any  State  or  In  any  territory  or  other 
place  subject  to  the  Jurisdiction  of  the 
United  States  not  more  than  five  hundred 
miles  distant  from  any  place  where  the  fi- 
nancial institution  operates  or  conducts 
business  In  the  United  States.  Persons  sum- 
moned under  this  section  shall  be  paid  the 
same  fees  and  mileage  for  travel  in  the 
United  States  that  are  paid  witnesses  in  the 
courts  of  the  United  States.  The  United 
States  shall  not  be  liable  for  any  other  ex- 
penses incurred  In  cormection  with  the  pro- 
duction of  books,  papers,  records,  or  other 
data  pursuant  to  the  provisions  of  this  sec- 
tion. 

"(d)  Service  cf  a  summons  issued  under 
this  section  may  be  by  registered  mall  or  in 
such  other  maimer  calculated  to  give  actual 
notice  as  the  Secretary  may  provide  by  reg- 
ulation. 

"(e)  In  the  case  of  contumacy  by  or  refus- 
al to  obey  a  summons  issued  to  any  person 
under  this  section,  the  Secretary  shall  refer 
the  matter  to  the  Attorney  General.  The 
Attorney  General  may  invoke  the  aid  of  any 
court  of  the  United  States  within  the  juris- 
diction of  which  the  investigation  gave  rise 
to  the  summons  Is  being  or  has  been  carried 
on  or  of  which  the  person  summoned  is  an 
inhabitant,  or  in  which  he  carries  on  busi- 
ness or  may  be  found,  to  compel  compliance 
with  the  summons.  The  court  may  issue  an 
order  requiring  the  person  summoned  to 
appear  before  the  Secretary  of  his  delegate 
to  produce  books,  papers,  records,  and  other 
data,  to  give  testimony  as  may  be  necessary 
to  explain  how  such  material  was  compiled 
and  maintained,  and  to  pay  the  costs  of  the 
proceeding.  Any  failure  to  obey  the  order  of 
the  court  may  be  punished  by  the  court  as  a 
contempt  thereof.  All  process  in  any  such 
case  may  be  served  in  any  judicial  district  in 
which  such  person  may  be  found.". 

(b)(1)  Paragraph  (1)  of  subsection  (a)  of 
section  5321  of  title  31.  United  States  Code, 
is  amended  to  read  as  follows: 


"(DA  domestic  financial  Institution,  and  a 
partner,  director,  officer,  or  employee  of  a 
domestic  financial  institution,  willfully  vio- 
lating this  subchapter  or  a  regulation  pre- 
scribed under  this  subchapter  (except  sec- 
tions 5314  and  5315  of  this  title  or  a  regula- 
tion prescribed  under  sections  5314  and 
5315),  is  liable  to  the  United  States  Govern- 
ment for  u  civil  penalty  of  not  more  than 
the  amount  of  the  transaction  (but  not 
more  than  $1,000,000)  or  (25.000.  whichever 
is  greater.  For  a  willful  violation  of  section 
5318(a)(2)  of  this  title,  or  a  regulation  pre- 
scribed under  section  5318(a)(2).  a  separate 
violation  occurs  for  each  day  the  violation 
continues  and  at  such  office,  branch,  or 
place  of  business  at  which  a  violation  occurs 
or  continues.". 

(2)  Subsection  (a)  of  section  5321  of  title 
31,  United  States  Code,  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraphs: 

"(4)  A  person  willfully  violating  the  provi- 
sions of  section  5314  of  this  title  or  of  a  reg- 
ulation prescribed  under  section  5314  is 
liable  to  the  United  States  Government  for 
a  civil  penalty  of  not  more  than— 

"(A)  where  the  violation  involves  a  trans- 
action, the  amount  of  the  transaction  or 
$25,000,  whichever  is  greater,  or 

"(B)  where  the  violation  involves  the  fail- 
ure to  report  the  existence  of  an  account  or 
any  required  identifying  data  pertaining  to 
the  account,  the  amount  of  the  account  (but 
not  more  than  (250.000)  or  (25,000,  which- 
ever is  greater. 

"(5)  Any  financial  institution  negligently 
violating  any  provision  of  this  subchapter  or 
a  regulation  prescribed  under  this  subchap- 
ter is  liable  to  the  United  States  for  a  civil 
penalty  of  not  more  than  (1,000. 

"(6)  A  civil  penalty  assessed  pursuant  to 
this  section  is  in  addition  to  any  criminal 
penalty  under  section  5322  of  this  title 
based  on  the  same  transaction. 

"(7)  The  Secretary  may  impose  a  civil  pen- 
alty on  a  person  or  persons  (excluding  a  do- 
mestic financial  Institution  examined  by  a 
federal  bank  supervisory  agency  or  a  finan- 
cial institution  regulated  by  the  Securities 
and  Exchange  Commission)  willfully  violat- 
ing section  5313  of  this  subchapter.  A  civil 
penalty  under  this  paragraph  may  not  be 
more  than  the  amount  of  the  United  States 
coins  and  currency  (or  other  monetary  in- 
struments the  Secretary  may  prescribe)  in- 
volved in  the  violation  of  section  5313  of 
this  subchapter.  A  civil  penalty  under  this 
paragraph  Is  reduced  by  any  amount  forfeit- 
ed under  subsection  5317(d)  of  this  subchap- 
ter.". 

(c)  Subsection  (b)  of  section  5321  of  title 
31.  United  States  C<xle.  is  amended  to  read 
as  follows: 

•(b)  The  Secretary  may  assess  a  civil  pen- 
alty under  this  section  within  six  years  from 
the  date  of  the  transaction  on  which  the 
penalty  is  based.  The  Secretary  may  bring  a 
civil  action  to  recover  a  civil  penalty  under 
this  section  within  two  years  from  the  date 
of  a  penalty  assessment  or  the  conclusion  of 
a  criminal  action  under  section  5322  of  this 
title  based  on  the  same  transaction,  which- 
ever is  later.". 

(d)  Subsection  (c)  of  section  5321  of  title 
31  is  amended  to  read  as  follows; 

"(c)  The  Secretary  of  the  Treasury  may 
remit  any  part  of  a  forfeiture  under  subsec- 
tion 5317(c)  or  (d)  of  this  subchapter  or  may 
mitigate  any  civil  penalty  under  subsection 
(a)  of  this  section.". 

(e)  Subsection  (b)  of  section  5322  of  title 
31.  United  States  Code,  is  amended  by  strik- 
ing out  "pattern  of  illegal  activity  involving 


transactions  of  more  than  (100.000"  and  li»- 
serting  in  lieu  thereof  "pattern  of  any  Ille- 
gal activity  Involving  more  than  $100,000", 
and  by  striking  out  "5"  and  inserting  in  lieu 
thereof  "10". 

(f)  Section  5312(a)(3)(B)  of  title  31.  United 
States  Code,  is  amended  by  striking  the 
period  at  the  end  thereof  and  inserting  in 
lieu  thereof:  "whether  or  not  In  bearer 
form.". 

(g)  Section  5312(a)(5)  of  title  32.  United 
States  Code,  is  amended  to  read  as  follows: 

"(5)  United  States'  means  the  States-  of 
the  United  States,  the  District  of  Columbia, 
and.  when  the  Secretary  prescribes  by  regu- 
lation, the  Commonwealth  of  Puerto  Rico.' 
the  Virgin  Islands.  Guam,  the  Northern 
Mariana  Islands.  American .  Samoa.  '  the 
Trust  Territory  of  the  Pacific  Islands,  any 
other  territory  or  possession  of  the  United 
States,  or  a  military  or  diplomatic  establish- 
ment.". 

(h)  Subsection  (a)  of  section  5313  of  title 
31.  United  States  Code,  is  amended  by 
adding  at  the  end  thereof  the  following: 
"No  person  shall,  for  the  purpose  of  evading 
the  reporting  requirements  of  this  subsec- 
tion— 

"(1)  cause  or  attempt  to  cause  a  domestic 
financial  institution  to  fail  to  file  a  report 
required  by  this  subsection; 

"(2)  cause  or  attempt  to  cause  a  domestic 
financial  institution  to  file  a  report  required 
by  this  subsection  that  contains  a  material 
omission  or  misstatement  of  fact;  or 

"(3)  structure  or  attempt  to  structure  or 
assist  in  structuring  a  transaction.". 

(i)  Subsection  5317(c)  of  title  31.  United 
States  Code,  is  amended  to  read  as  follows: 

"(c)  A  monetary  instrument  being  trans- 
ported, or  which  has  been  transported,  or 
any  interest  in  any  property,  including  any 
deposit  in  a  financial  institution,  traceable 
to  such  instrument,  may  be  seized  and  for- 
feited to  the  United  States  Government 
when  a  report  on  the  instrument  under  sec- 
tion 5316  of  this  title  has  not  l)een  filed  or 
contains  a  material  omission  or  misstate- 
ment.". 

(j)  A  new  subsection  5317(d)  of  title  31, 
United  States  Code,  is  added  as  follows: 

■(d)(1)  United  States  coin  and  currency 
(or  other  monetary  instrument  as  the  Secre- 
tary may  prescribe)  or  any  interest  in  other 
property,  including  any  deposit  in  a  finan- 
cial institution  traceable  to  such  coin  or  cur- 
rency involved  in  a  transaction  or  attempted 
transaction  in  violation  of  section  5313(a)  of 
this  subchapter,  may  be  seized  and  forfeited 
to  the  United  States  Government.  No  prop- 
erty or  interest  in  property  shall  be  seized 
or  forfeited  if  the  violation  is  by  a  domestic 
financial  institution  examined  by  a  federal 
bank  supervisory  agency  or  a  financial  insti- 
tution regulated  by  the  Securities  and  Ex- 
change Commission  or  a  partner,  director, 
officer,  or  employee  thereof.  No  property  or 
interest  in  property  shall  be  forfeited  under 
this  subsection  to  the  extent  of  an  interest 
of  an  owner  by  reason  of  any  act  or  omis- 
sion established  by  that  owner  to  have  been 
committed  or  omitted  without  the  knowl- 
edge of  that  owner. 

"(2)  For  purposes  of  this  section,  the  pro- 
visions of  the  customs  laws  relating  to  the 
seizure,  summary  and  judicial  forfeiture, 
condemnation  of  property  for  violation  of 
the  custom  laws,  the  disposition  of  such 
property  or  the  proceeds  from  the  sale  of 
such  property,  the  remission  or  mitigation 
of  such  forfeitures,  and  the  compromise  of 
claims  (The  Tariff  Act  of  1930.  as  amended, 
i  602  et  seq. ),  insofar  as  they  are  applicable 
and  not  inconsistent  with  the  provisions  of 
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this  subsection,  shall  apply  to  seizures  and 
forfeitures  incurred,  or  alleged  to  have  been 
incurred,  under  this  section,  except  that 
such  duties  as  are  imposed  upon  the  cus- 
toms officer  shall  be  performed  by  such  per- 
sons as  may  be  authorized  or  designated  for 
that  purpose  by  the  Secretary  of  the  Treas- 
ury.". 

Sbc.  565.  Section  21(b)  of  the  Federal  De- 
posit Insurance  Act  (12  U.S.C.  S  1829(b))  is 
amended  to  read  as  follows: 

"(b)  Regulations  and  penalties 

"(1)  Where  the  Secretary  of  the  Treasury 
(referred  to  in  this  section  as  the  'Secre- 
tary') determines  that  the  maintenance  of 
appropriate  types  of  records  and  other  evi- 
dence by  insured  banlcs  has  a  high  degree  of 
usefulness  in  criminal,  tax  or  regulatory  in- 
vestigations or  proceedings,  he  shall  pre- 
scribe regulations  to  carry  out  the  purposes 
of  this  section. 

"(2)  For  each  willful  violation  of  any  regu- 
lation issued  by  the  Secretary  pursuant  to 
paragraph  ( 1 )  of  this  subsection,  the  Secre- 
tary may  impose  on  any  bank  and  partner, 
director,  officer  or  employee  of  a  bank  who 
participates  in  the  violation,  a  civil  penalty 
not  to  exceed  $10,000.  Such  penalties  will  be 
assessed,  mitigated  and  collected  in  accord- 
ance with  the  provisions  of  31  U.S.C.  §  5321 
(b)and(c). 

"(3)  Whoever  willfully  violates  any  regula- 
tion issued  by  the  Secretary  pursuant  to 
paragraph  (1)  of  this  subsection  shall  be 
fined  not  more  than  $250,000  and  impris- 
oned for  not  more  than  5  years,  or  both.". 

Sec.  566.  (a)  Subsection  (b)  of  section  1952 
of  title  18.  United  States  Code,  is  amended 
by  striking  out  "or"  before  "(2)".  and  by 
striking  out  the  period  at  the  end  thereof 
and  inserting  in  lieu  thereof  the  following: 
",  or  (3)  any  act  which  is  indictable  under 
subchapter  II  of  chapter  53  of  title  31. 
United  States  Code,  or  under  section  1956  of 
this  title.". 

(b)  Subsection  (1)  of  section  1961  of  title 
18,  United  States  Code,  is  amended  by  in- 
serting "section  1956  (relating  to  the  laun- 
dering of  monetary  instruments),"  after 
"section  1955  (relating  to  the  prohibition  of 
illegal  gambling  businesses).". 

(c)  Subsection  (1)  of  section  2516  of  title 
18,  United  States  Code,  is  amended  in  para- 
graph (c)  by  inserting  "section  1956  (laun- 
dering of  monetary  instruments),"  after 
"section  1955  (prohibition  of  business  enter- 
prises of  gambling),". 

Sec.  567.  (a)  Title  18  of  the  United  States 
Code  is  amended  by  adding  after  chapter  45 
a  new  chapter  46  as  follows: 

"CHAPTER  46— FORFEITURE 
"Sec. 

"981.  Civil  Forfeiture. 
"982.  Criminal  Forfeiture. 
"J  981.  Civil  Forfeiture 

"(a)(1)  Except  as  provided  in  paragraph 
(2),  the  following  property  is  subject  to  for- 
feiture to  the  United  States: 

"(A)  Any  property,  real  or  personal,  which 
represents  the  gross  receipts  a  person  ob- 
tains, directly  or  indirectly,  as  a  result  of  a 
violation  of  section  1956  of  this  title,  or 
which  is  traceable  to  such  gross  receipts. 

"(B)  Any  property  within  the  jurisdiction 
of  the  United  States,  which  represents  the 
proceeds  of  an  offense  against  a  foreign 
nation  involving  the  manufacture,  importa- 
tion, sale,  or  distribution  of  a  controlled  sub- 
stance (as  such  term  is  defined  for  the  pur- 
poses of  the  Controlled  Substances  Act). 
within  whose  jurisdiction  such  offense  or 
activity  would  lie  punishable  by  death  or  im- 
prisonment for  a  term  exceeding  one  year 
and  which  would  be  punishable  by  imprison- 


ment for  a  term  exceeding  one  year  if  such 
act  or  activity  had  occurred  within  the  juris- 
diction of  the  United  States. 

"(2)  No  property  shall  be  forfeited  under 
this  section  to  the  extent  of  the  interest  of 
an  owner  by  reason  of  any  act  of  omission 
established  by  that  owner  to  have  been  com- 
mitted without  the  knowledge  of  that 
owner. 

"(b)  Any  property  subject  to  forfeiture  to 
the  United  States  under  subsection  (a)(1)(A) 
or  (a)(1)(B)  of  this  .section  may  be  seized  by 
the  Attorney  General  or  by  the  Secretary  of 
the  Treasury,  upon  process  issued  pursuant 
to  the  Supplemental  Rules  for  certain  Ad- 
miralty and  Maritime  Claims  by  any  district 
court  of  the  United  States  having  jurisdic- 
tion over  the  property,  except  that  seizure 
without  such  process  may  be  made  when— 

"(1)  the  seizure  is  pursuant  to  a  lawful 
arrest  or  search;  or 

"(2)  the  Attorney  General  or  the  Secre- 
tary of  the  Treasury,  as  the  case  may  be. 
has  obtained  a  warrant  for  such  seizure  pur- 
suant to  the  Federal  Rules  of  Criminal  Pro- 
cedure, in  which  event  proceedings  under 
subsection  (d)  of  this  section  shall  be  insti- 
tuted promptly. 

"(c)  Property  taken  or  detained  under  this 
section  shall  not  be  repleviable.  but  shall  be 
deemed  to  be  in  the  custody  of  the  Attorney 
General  or  the  Secretary  of  the  Treasury, 
as  the  case  may  be.  subject  only  to  the 
orders  and  decrees  of  the  court  or  the  offi- 
cial having  jurisdiction  thereof.  Whene%'er 
property  is  seized  under  this  subsection,  the 
Attorney  General  or  the  Secretary  of  the 
Treasury,  as  the  case  may  be.  may— 

"(1)  place  the  property  under  seal; 

"(2)  remove  the  property  to  a  place  desig- 
nated by  him;  or 

"(3)  require  that  the  General  Services  Ad- 
ministration take  custody  of  the  property 
and  remove  it,  if  practicable,  to  an  appropri- 
ate location  for  disposition  in  accordance 
with  law. 

"(d)  For  purposes  of  this  section,  the  pro- 
visions of  the  customs  laws  relating  to  the 
seizure,  summary  and  judicial  forfeiture, 
condemnation  of  property  for  violation  of 
the  customs  laws,  the  disposition  of  such 
property  or  the  proceeds  from  the  sale  of 
this  section,  the  remission  or  mitigation  of 
such  forfeitures,  and  the  compromise  of 
claims  (19  U.S.C.  1602  et  seq.).  insofar  as 
they  are  applicable  and  not  inconsistent 
with  the  provisions  of  this  section  shall 
apply  to  seizures  and  forfeitures  incurred, 
or  alleged  to  have  been  incurred,  under  this 
section,  except  that  such  duties  as  are  im- 
posed UF>on  the  customs  officer  or  any  other 
person  with  respect  to  the  seizure  and  for- 
feiture of  property  under  the  customs  laws 
shall  be  performed  with  respect  to  seizures 
and  forfeitures  of  property  under  this  sec- 
tion by  such  officers,  agents,  or  other  per- 
sons as  may  be  authorized  or  designated  for 
that  purpose  by  the  Attorney  General  or 
the  Secretary  of  the  Treasury,  as  the  case 
may  be. 

"(e)  Notwithstanding  any  other  provision 
of  the  law.  the  Attorney  General  or  the  Sec- 
retary of  the  Treasury,  as  the  case  may  be. 
is  authorized  to  retain  property  forfeited 
pursuant  to  this  section,  or  to  transfer  such 
property  on  such  terms  and  conditions  as  he 
may  determine  to— 

"(1)  any  other  Federal  agency;  or 

"(2)  any  State  or  local  law  enforcement 
agency  which  participated  directly  in  any  of 
the  acts  which  led  to  the  seizure  or  forfeit- 
ure of  the  property. 

"The  Attorney  General  or  the  Secretary  of 
the  Treasury,  as  the  case  may  be.  shall 


ensure  the  equitable  transfer  pursuant  to 
paragraph  (2)  of  any  forfeited  property  to 
the  appropriate  State  or  local  law  enforce- 
ment agency  so  as  to  reflect  generally  the 
contribution  of  any  such  agency  participat- 
ing directly  in  any  of  the  acts  which  led  to 
the  seizure  or  forfeiture  of  such  property.  A 
decision  by  the  Attorney  General  or  the 
Secretary  of  the  Treasury  pursuant  to  para- 
graph (2)  shall  not  be  subject  to  review.  The 
United  States  shall  not  be  liable  in  any 
action  arising  out  of  the  use  of  any  property 
the  custody  of  which  was  transferred  pursu- 
ant to  this  section  to  any  non-Federal 
agency.  The  Attorney  General  or  the  Secre- 
tary of  the  Treasury  may  order  the  discon- 
tinuance of  any  forfeiture  proceedings 
under  this  section  in  favor  of  the  institution 
of  forfeiture  proceedings  by  State  or  local 
authorities  under  an  appropriate  State  or 
local  statute.  After  the  filing  of  a  complaint 
for  forfeiture  under  this  section,  the  Attor- 
ney General  may  seek  dismissal  of  the  com- 
plaint in  favor  of  forfeiture  proceedings 
under  State  or  local  law.  Whenever  forfeit- 
ure proceedings  are  discontinued  by  the 
United  States  in  favor  of  State  or  local  pro- 
ceedings, the  United  States  may  transfer 
custody  and  possession  of  the  seized  proper- 
ty to  the  appropriate  State  or  local  official 
immediately  upon  the  initiation  of  the 
proper  actions  by  such  officials.  Whenever 
forfeiture  proceedings  are  discontinued  by 
the  United  States  in  favor  of  State  or  local 
proceedings,  notice  shall  be  sent  to  all 
known  interested  parties  advising  them  of 
the  discontinuance  or  dismissal.  The  United 
States  shall  not  be  liable  in  any  action  aris- 
ing out  of  the  seizure,  detention,  and  trans- 
fer of  seized  property  to  State  or  local  offi- 
cials. 

"(f)  All  right,  title,  and  interest  in  proper- 
ty described  in  subsection  (a)  of  this  section 
shall  vest  in  the  United  States  upon  com- 
mission of  the  act  giving  rise  to  forfeiture 
under  this  section. 

"(g)  The  filing  of  an  indictment  or  infor- 
mation alleging  a  violation  of  law  which  is 
also  related  to  a  forfeiture  proceeding  under 
this  section  shall,  upon  motion  of  the 
United  States  and  for  good  cause  shown, 
stay  the  forfeiture  proceeding. 

"(h)  In  addition  to  the  venue  provided  for 
in  section  1395  of  title  28  or  any  other  provi- 
sion of  law,  in  the  case  of  property  of  a  de- 
fendant charged  with  a  violation  that  is  the 
basis  for  forfeiture  of  the  property  under 
this  section,  a  proceeding  for  forfeiture 
under  this  section  may  be  brought  in  the  ju- 
dicial district  in  which  the  defendant 
owning  such  property  is  found  or  in  the  ju- 
dicial district  in  which  the  criminal  prosecu- 
tion is  brought. 

"(i)  In  the  case  of  property  subject  to  for- 
feiture under  subsection  (a)(1)(B),  the  fol- 
lowing additional  provisions  shall  apply: 

"(1)  Notwithstanding  any  other  provision 
of  law,  whenever  property  is  civilly  or  crimi- 
nally forfeited  under  this  subchapter,  the 
Attorney  General  may  equitably  transfer 
any  conveyance,  currency,  and  any  other 
type  of  personal  property  which  the  Attor- 
ney General  may  designate  by  regulation 
for  equitable  transfer,  or  any  amounts  real- 
ized by  the  United  States  from  the  sale  of 
any  real  or  personal  property  forfeited 
under  this  subchapter  to  an  appropriate  for- 
eign country  to  reflect  generally  the  contri- 
bution of  any  such  foreign  country  partici- 
pating directly  or  indirectly  in  any  acts 
which  led  to  the  seizure  or  forfeiture  of 
such  property.  Such  property  when  forfeit- 
ed pursuant  to  subsection  (a)(1)(B)  of  this 
section  may  also  be  transferred  to  a  foreign 
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country  pursuant  to  a  treaty  providing  for 
the  transfer  of  forfeited  property  to  such 
foreign  country.  A  decision  by  the  Attorney 
General  pursuant  to  this  paragraph  shall 
not  be  subject  to  review.  The  foreign  coun- 
try shall,  in  the  event  of  a  transfer  of  prop- 
erty or  proceeds  of  sale  of  property  under 
this  subchapter,  bear  all  expenses  incurred 
by  the  United  States  in  the  seizure,  mainte- 
nance, inventory,  storage,  forfeiture,  and 
disposition  of  the  property,  and  all  transfer 
costs.  The  payment  of  all  such  expenses, 
and  the  transfer  of  assets  pursuant  to  this 
paragraph,  shall  be  upon  such  terms  and 
conditions  as  the  Attorney  General  may.  in 
his  discretion,  set. 

"(2)  The  provisions  of  this  section  shall 
not  be  construed  as  limiting  or  superseding 
any  other  authority  of  the  United  States  to 
provide  assistance  to  a  foreign  country  in 
obtaining  property  related  to  a  crime  com- 
mitted in  the  foreign  country,  including,  but 
not  limited  to,  property  which  is  sought  as 
evidence  of  a  crime  committed  in  the  for- 
eign country. 

•(3)  A  certified  order  or  judgment  of  for- 
feiture by  a  court  of  competent  jurisdiction 
of  a  foreign  country  concerning  property 
which  is  the  subject  of  forfeiture  under  this 
section  and  was  determined  by  such  court  to 
be  the  type  of  property  described  in  subsec- 
tion (a)(1)(B)  of  this  section,  and  any  certi- 
fied recordings  or  transcripts  of  testimony 
taken  In  a  foreign  judicial  proceeding  con- 
cerning such  order  or  judgment  of  forfeit- 
ure, shall  be  admissible  in  evidence  in  a  pro- 
ceeding brought  pursuant  to  this  section. 
Such  certified  order  or  judgment  of  forfeit- 
ure, when  admitted  into  evidence,  shall  con- 
stitute probable  cause  that  the  property  for- 
feited by  such  order  or  judgement  of  forfeit- 
ure is  subject  to  forfeiture  under  this  sec- 
tion and  creates  a  rebuttable  presumption 
of  the  forfeitability  of  such  property  under 
this  section. 

"(4)  A  certified  order  or  judgment  of  con- 
viction by  a  court  of  competent  jurisdiction 
of  a  foreign  country  concerning  an  unlawful 
drug  activity  which  gives  rise  to  forfeiture 
under  this  section  and  any  certified  record- 
ings or  transcripts  of  testimony  taken  in  a 
foreign  judicial  proceeding  concerning  such 
order  or  judgment  of  conviction  shall  be  ad- 
missible in  evidence  in  a  proceeding  brought 
pursuant  to  this  section.  Such  certified 
order  or  judgment  of  conviction,  when  ad- 
mitted into  evidence,  creates  a  rebuttable 
presumption  that  the  unlawful  drug  activity 
giving  rise  to  forfeiture  under  this  section 
has  occurred. 

"(5)  The  provisions  of  paragraphs  (3)  and 
(4)  of  this  subsection  shall  not  be  construed 
as  limiting  the  admissibility  of  any  evidence 
otherwise  admissible,  nor  shall  they  limit 
the  ability  of  the  United  States  to  establish 
probable  cause  that  property  is  subject  to 
forfeiture  by  any  evidence  otherwise  admis- 
sible. 

"(k)  For  purposes  of  this  section— 

"(1)  the  term  'Attorney  General'  means 
the  Attorney  General  or  his  delegate:  and 

"(2)  the  term  Secretary  of  the  Treasury' 
means  the  Secretary  of  the  Treasury  or  his 
delegate. 

"§  982.  Criminal  forfeiture 

"(a)  The  court,  in  imposing  sentence  on  a 
person  convicted  of  an  offense  under  section 
1956  of  this  title  shall  order  that  the  person 
forfeit  to  the  United  States  any  property, 
real  or  personal,  which  represents  the  gross 
receipts  the  person  obtained,  directly  or  in- 
directly, as  a  result  of  such  offense,  or 
which  is  traceable  to  such  gross  receipts. 


"(b)  The  provisions  of  subsections  413  (c) 
and  (e)  through  (o)  of  the  Comprehensive 
Drug  Abuse  Prevention  and  Control  Act  of 
1970  (21  U.S.C.  853  (c)  and  (e)-(o))  shall 
apply  to  property  subject  to  forfeiture 
under  this  section,  to  any  seizure  or  disposi- 
tion thereof,  and  to  any  administrative  or 
judicial  proceeding  in  relation  thereto.  If 
not  inconsistent  with  this  section.". 

(b)  The  chapter  analysis  of  part  I  of  title 
18,  United  States  Code,  is  amended  by  in- 
serting after  the  item  for  chapter  45  the  fol- 
lowing: 

"46.  Forfeiture ^..     981". 


Subtitle  I— Controlled  Substances  Technical 
Amendments  Act  of  1986 

Sec.  571.  This  subtitle  may  be  cited  as  the 
"Controlled  Substances  Technical  Amend- 
ments of  1986". 

Sec  572.  Paragraph  (14)  of  section  102  of 
the  Controlled  Substances  Act  (21  U.S.C. 
802(14))  is  amended  in  the  second  and  third 
sentences  by  striking  out  the  word  "'the" 
after  the  words  "the  term  'isomer'  means" 
and  inserting  in  lieu  thereof  ""any". 

Sec.  573.  Paragraph  (4)  of  subsection  (a) 
of  schedule  II  of  the  Controlled  Substances 
Act  (21  U.S.C.  812)  is  amended  to  read  as 
follows: 

"(4)  coca  leaves,  except  coca  leaves  and  ex- 
tracts of  coca  leaves  from  which  cocaine,  ec- 
gonine.  and  derivatives  of  ecgonine  or  their 
salts  have  been  removed:  cocaine,  its  salts, 
optical  and  geometric  isomers,  and  salts  of 
isomers:  ecgonine.  its  derivatives,  their  salts, 
isomers,  and  salts  of  isomers:  or  any  com- 
pound, mixture,  or  preparation  which  con- 
tains any  quantity  of  any  of  the  substances 
referred  to  in  this  paragraph. ". 

Sec  574.  Subsection  (b)  of  section  405 A  of 
the  Controlled  Substances  Act  (21  U.S.C. 
845a(b))  is  amended  by  inserting  "parole" 
after  "(2)  at  least  three  times  any  special". 

Sec  575.  Section  503(a)  of  the  Controlled 
Substances  Act  (21  U.S.C.  873(a))  is  amend- 
ed by— 

( 1 )  striking  out  "and"  at  the  end  of  para- 
graph (5): 

(2)  striking  out  the  period  at  the  end  of 
paragraph  (6)  and  inserting  in  lieu  thereof 
":  and":  and 

(3)  adding  at  the  end  thereof  the  follow- 
ing: 

"(7)  notwithstanding  any  other  provision 
of  law.  enter  into  contractual  agreements 
with  State  and  local  law  enforcement  agen- 
cies to  provide  for  cooperative  enforcement 
and  regulatory  activities  under  this  Act.". 

Sec  576.  Section  508  of  the  Controlled 
Substances  Act  (21  U.S.C.  878)  is  amended 
by- 

(1)  inserting  "(a)"  before  "Any  officer  or 
employee": 

(2)  inserting  after  "Drug  Enforcement  Ad- 
ministration" the  following:  "or  any  SUte 
or  local  law  enforcement  officer'":  and 

(3)  adding  at  the  end  thereof  the  follow- 
ing new  subsection: 

"■(b)  State  and  local  law  enforcement  offi- 
cers performing  functions  under  this  section 
shall  not  be  deemed  Federal  employees  and 
shall  not  be  subject  to  provisions  of  law  re- 
lating to  Federal  employees,  except  that 
such  officers  shall  be  subject  to  section 
3374(c)  of  title  5.  United  States  Code. ". 

Sec  577.  Paragraph  (3)  of  section  1010(b) 
of  the  Controlled  Substances  Import  and 
Export  Act  (21  U.S.C.  960(b)(3))  is  amended 
by  striking  out  ".  except  as  provided  in  para- 
graph (4)". 


Subtitle  J— Controlled  Substances  Analogs 
Enforcement  Act  of  1986 

Sec  581.  This  subtitle  may  be  cited  as  the 
""Controlled  Substances  Analogs  Enforce- 
ment Act  of  1986  . 

Sec  582.  Part  D  of  the  Controlled  Sub- 
stances Act  is  amended  by  adding  after  sec- 
tion 403  the  following  new  section  403 A  (21 
U.S.C.  843): 

""Sec.  403A.  Prohibited  Acts  D.— Any 
person  who  knowingly  or  intentionally  man- 
ufactures with  intent  to  distribute,  possess- 
es with  intent  to  distribute,  or  distributes  a 
controlled  substance  analog  all  or  part  of 
which  substance  is  intended  for  human  con- 
sumption shall  be  fined  not  more  than 
$250,000.  or  imprisoned  not  more  than  fif- 
teen years,  or  twth.  Any  person  who  know- 
ingly or  intentionally  possesses  a  controlled 
substance  analog  all  or  part  of  which  sub- 
stance is  intended  for  human  consumption 
shall  be  fined  not  more  than  $25,000.  or  im- 
prisoned not  more  than  one  year,  or  both. 
This  section  does  not  apply  to  a  person  who 
manufactures,  possesses,  or  distributes  a 
substance  in  conformance  with  the  provi- 
sions of  an  approved  new  drug  application 
or  an  exemption  for  investigational  use 
within  the  meaning  of  section  505  of  the 
Federal  Food.  Drug,  and  Cosmetic  Act  (21 
U.S.C.  355).  For  purposes  of  this  section, 
section  505  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act  (21  U.S.C.  355)  shall  be  appli- 
cable to  the  introduction  or  delivery  for  in- 
troduction of  any  new  drug  into  intrastate. 
Interstate,  or  foreign  commerce."". 

Sec.  583.  Section  102  of  the  Controlled 
Substances  Act  (21  U.S.C.  802)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  paragraphs: 

"(31)  The  term  "controlled  substance 
analog'  as  used  in  section  403A  means  a  sub- 
stance other  than  a  controlled  substance 
that  has  a  chemical  structure  substantially 
similar  to  that  of  a  controlled  substance  in 
schedules  I  or  II  or  that  was  specifically  de- 
signed to  produce  an  effect  substantially 
similar  to  that  of  a  controlled  substance  in 
schedules  I  or  II.  Examples  of  chemical 
classes  in  which  controlled  substance  ana- 
logs are  found  include,  but  are  not  limited 
to.  the  following:  phenethylamines.  N-sub- 
stituted  piperidines,  morphinans,  ecogon- 
ines.  quinazolinones,  substituted  indoles, 
and  arylcycloalkylamines. 

"(32)  The  term  human  consumption"  in- 
cludes applications,  injection,  inhalation,  or 
ingestion."". 

Sec  584.  The  analysis  of  part  D  of  the 
Controlled  Substances  Act  is  amended  by  in- 
serting after  the  item  relating  to  section  403 
the  following: 
■■403A.  Prohibited  Acts  D."". 

TECHNICAL  AND  CONFORMING  AMENDMENTS 

Sec  585.  Title  18  of  the  United  SUles 
Code  is  amended  as  follows: 

(a)  Section  1791  is  amended— 

(1)  in  subsection  (a)(1)  by— 

(A)  redesignating  subparagraphs  (E)  and 
(F)  as  (F)  and  (G).  respectively:  and 

(B)  inserting  the  following  new  sjibpara- 
graph  after  subparagraph  iD): 

"(E)  a  controlled  substance  analog  as  de- 
fined in  section  102  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  802):'  and 

(2)  in  subsection  (b)(3)  by— 

(A)  striking  out  "or"  the  second  place  it 
appears  and  inserting  in  lieu  thereof  a 
comma:  and 

(B)  inserting",  or  (1)(F)"' after  ""(l.)(E)'". 

(b)  Section  1952(b)(1)  is  amended  by— 

(1)  striking  out  "or""  the  first  place  it  ap- 
pears and  inserting  a  comma  in  lieu  thereof: 
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(3)  Insertinc  ",  or  controlled  substance  an- 
alogs" after  "substances":  and 
(3)  striking  out  "(6)". 

(c)  Section  2118  is  amended— 

(1)  In  subsection  (a)  by  inserting  ".  or  con- 
trolled substance  antUog  all  or  part  of  which 
controlled  substance  analog  is  intended  for 
human  consumption."  after  "substance": 

(3)  in  subsection  (b)  by— 

(A)  inserting  "or  controlled  substance 
analog  all  or  part  of  which  controlled  sub- 
stance analog  is  intended  for  human  con- 
sumption" after  "substance"  the  first  place 
it  appears:  and 

(B)  Inserting  "or  controlled  substance 
analog"  after  "substance"  the  second  place 
It  appears;  and 

(3)  in  subsection  (e)(1)  to  read  as  follows: 
"(1)  the  terms  "controlled  substance',  'con- 
trolled substance  analog',  and  human  con- 
sumption' have  the  meaning  prescribed  for 
those  terms  by  section  102  of  the  Controlled 
Substances  Act  (21  U.S.C.  802): ". 

(d)  Section  3142(c)(2)(I)  U  amended  by  in- 
serting "or  controlled  substance  analog" 
after  "substance". 

(eKl)  Section  3S63(b)(8).  as  enacted  by 
section  212(a)  of  the  Comprehensive  Crime 
Control  Act  of  1984.  is  amended  by  inserting 
"or  controlled  substance  analog"  after  "sub- 
stance". 

(3)  The  amendment  made  by  this  subsec- 
tion shall  take  effect  on  the  date  of  the 
taking  effect  of  such  section  3563(b)(8). 

(fXl)  section  3607  is  amended— 

(A)  in  subsection  (a)  by  inserting  "a 
simple  possession  offense  described  in  sec- 
tion 403A  of  the  Controlled  Substances  Act 
(31  U.S.C.  843)  or"  after  "of"  the  first  place 
it  appears: 

(B)  in  subsection  (aXl)  by  inserting  "or 
controlled  substance  analog"  after  "sub- 
stances": and 

(C)  in  subsection  (c)  by  inserting  "'a  simple 
possession  offense  described  in  section  403A 
of  the  Controlled  Substances  Act  (21  U.S.C. 
t  843A)  or"  after  "of""  the  first  place  it  ap- 
pears. 

(2)  The  amendments  made  by  this  subsec- 
tion shall  take  effect  on  the  date  of  the 
taking  effect  of  seciion  3607. 

Src.  586.  The  Controlled  Substances  Act 
(21  U.S.C.  801  et  seq.)  is  amended  as  follows: 

(a)  Section  102(11)  (21  U.S.C.  802(11))  is 
amended  by  inserting  ""or  a  controlled  sub- 
stance analog"  after  "substance"  each  place 
it  appears. 

(b)  Section  307(f)  (21  U.S.C.  827(f))  is 
amended  by  inserting  '"and  controlled  sub- 
stance analogs"  after  "substances". 

(c)  Subsections  (a)  and  (b)  of  section  405 
(21  U.S.C.  845)  are  amended  by- 

(1)  inserting  ""or  section  403A""  after 
•■40l(aMl)"": 

(2)  inserting  ""or  a  controlled  substance 
analog"  after  ""substance"'  the  first  place  it 
appears:  and 

(3)  inserting  "in  the  case  of  a  controlled 
substance  or  section  403A  in  the  case  of  a 
controlled  substance  analog"  after  'section 
401(b)"  the  first  place  it  appears. 

(d)  Section  405A  (21  U.S.C.  845A)  is 
amended— 

(1)  in  subsection  (a)  by— 

(A)  Inserting  "or  section  403A""  after 
"401(aKl)": 

(B)  Inserting  ""or  a  controlled  substance 
analog"  after  '"substan.^e"  the  first  place  it 
appears:  and 

(C)  striking  out  "841(b)  of  this  title  and 
inserting  in  lieu  thereof  401(b)  in  the  case 
of  a  controlled  substance  or  section  403A  in 
the  case  of  a  controlled  substance  analog": 
and 


(2)  in  subsection  (b)  by— 

(A)  Inserting  "or  section  403A""  after 
•■401(a)(1)"":  and 

(B)  inserting  ""or  a  controlled  substance 
analog"'  after  ""substance""  the  first  place  it 
appears. 

(e)  Section  501(c)  (21  U.S.C.  871(c))  is 
amended  by  inserting  "or  controlled  sub- 
stance analogs"  after  "substances"'. 

(f)  Section  503  (21  U.S.C.  873)  is  amend- 
ed- 

(1)  in  subsection  (a)  by— 

(A)  inserting  "and  controlled  substance 
analogs""  after  'substances"'  each  place  it  ap- 
pears: and 

(B)  inserting  ""and  controlled  substance 
analog"  after  ""substance""  each  place  it  ap- 
pears: and 

(2)  in  subsection  (d)(1)(A)  by  inserting 
""and  controlled  substance  analogs"  after 
"•sut)stances". 

(g)  Section  504  (21  U.S.C.  874)  is  amended 
by  inserting  "and  controlled  substance  ana- 
logs'" after  ""substances". 

(h)  Section  506(a)  (21  U.S.C.  876(a))  is 
amended  by  inserting  ""or  controlled  sub- 
stance analogs'"  after  ""substances'". 

(i)  Section  509  (21  U.S.C.  879)  is  amended 
by  inserting  "or  controlled  substance  ana- 
logs" after  "'substances". 

(j)  Section  511  (21  U.S.C.  881)  is  amend- 
ed- 

( 1)  in  subsection  (a)  by— 

(A)  inserting  ""or  controlled  substance  ana- 
logs'" after  "substances"  each  place  it  ap- 
pears: and 

(B)  inserting  ""or  controlled  substance 
analog"  after  "substance"  each  place  it  ap- 
pears: 

(2)  in  subsection  (f)  by  inserting  "and  all 
controlled  substance  analogs"  after  "sched- 
ule I"  each  place  it  appears:  and 

(3)  in  subsection  (g)(1)  by  inserting  "or 
controlled  substance  analogs"  after  "11."" 

(k)  Section  515  (21  U.S.C.  885)  is  amend- 
ed- 

(1)  in  subsection  (c)  by  inserting  "or  con- 
trolled substance  analogs,  after  ""schedule 
I"":  and 

(2)  in  subsection  (d)  by  inserting  ""or  con- 
trolled sul)stance  analogs""  after  ""sub- 
st>&ric6s". 

(1)  Section  516(b)  (21  U.S.C.  886(b))  is 
amended  by  inserting'  "or  ccntrolled  sub- 
stance analogs""  after  ""substances'". 

Sec.  587.  Section  I  of  the  Act  of  September 
15.  1980  (21  U.S.C.  955a)  is  amended  as  fol- 
lows: 

(a)  Subsections  (a),  (b).  and  (c)  are  amend- 
ed by  inserting  "or  a  controlled  substance 
analog  all  or  part  of  which  controlled  sub- 
stance analog  is  intended  for  human  con- 
sumption" after  "substance". 

(b)  Subsection  (e)  is  amended  by  inserting 
""or  controlled  substance  analog"'  after  "sub- 
stance"' each  place  it  appears. 

(c)  Subsection  (g)  is  amended— 

(1)  in  paragraph  (1)  by  inserting  "'involving 
a  controlled  substance"  after  ""section"': 

(2)  in  paragraph  (2)  by  inserting  ""involv- 
ing a  controlled  substance""  after  "Act":  and 

(3)  by  adding  the  following  new  paragraph 
after  paragraph  (2): 

""(3)  Any  person  who  commits  an  offense 
defined  in  subsection  (a),  (b).  or  (c)  of  this 
section  involving  a  controlled  substance 
analog  shall  be  fined  not  more  than 
$250,000.  or  imprisoned  not  more  than  fif- 
teen years,  or  both."'. 

Sec  588.  Section  280E  of  the  Internal 
Revenue  Code  of  1954  (26  U.S.C.  280E)  is 
amended  by  inserting  "or  controlled  sub- 
stance analogs  (within  the  meaning  of  sec- 
tion 102  of  the  Controlled  Substances  Act 
(21  U.S.C.  802) "  after  "Act)."" 


Sec.  589.  Section  994  of  title  28  of  the 
United  States  Code  is  amended  as  follows: 

(a)  Paragraphs  (1)(B)  and  (2)(B)  of  sub- 
section (h)  are  amended  by— 

(1)  striking  out  ""section"  the  first  place  it 
appears  and  inserting  in  lieu  thereof  ""sec- 
tions"": 

(2)  inserting  "and  403A"  after  "'401";  and 

(3)  inserting  "and  843A"'  after  ""841"'. 

(b)  Paragraph  (5)  of  subsection  (i)  is 
amended  by— 

(1)  inserting  ".  403A."  after  "401; 

(2)  inserting  "",  843A,""  after  "841:  and 

(3)  inserting  ""or  controlled  substance 
analog"  after  "substance". 

Sec.  590.  Section  902q  of  the  Federal  Avia- 
tion Act  of  1958  (49  U.S.C.  1472q)  is  amend- 
ed by— 

(a)  inserting  ""or  controlled  substance 
analog"'  after  "substance"  each  place  it  ap- 
pears; and 

(b)  striking  out  the  second  sentence  and 
inserting  in  lieu  thereof: 

"For  purposes  of  this  subsection,  the 
terms  'controlled  substance'  and  'controlled 
substance  analog'  have  the  meaning  given 
such  terms  by  section  102  of  the  Controlled 
Substances  Act  (21  U.S.C.  802)."". 

Subtitle  K— Asset  Forfeiture  Amendments 
Act  of  1986 

Sec  591.  This  subtitle  may  be  cited  as  the 
""Asset  Forfeiture  Amendments  Act  of 
1986". 

Sec  592.  (a)  Subsection  (c)(1)  of  section 
524  of  Title  28  of  the  United  States  Code  is 
amended— 

(1)  by  redesignating  subparagraph  (A)  as 
subparagraph  (A)(i):  and 

(2)  by  inserting  the  following  after  sub- 
paragraph (AKi)  as  so  redesignated: 

"(ii)  the  payment  of  non-case  specific,  pro- 
gram-related expenses  for  contracting  for 
services  related  to  the  processing  of  and  ac- 
counting for  forfeitures;". 

(b)  Subsection  (c)(1)(E)  of  section  524  of 
Title  28  of  the  United  States  Code  is  amend- 
ed- 

(1)  by  inserting  "the  Federal  Bureau  of 
Investigation,  the  United  States  Marshals 
Service,"  after  ""for  official  use  by";  and 

(2)  by  striking  out  "and"  after  the  semi- 
colon. 

(c)  Subsection  (c)(1)(F)  of  section  524  of 
Title  28  of  the  United  States  Code  is  amend- 
ed by  striking  out  "Act. "  and  inserting  "Act; 
and"'  in  lieu  thereof. 

(d)  Subsection  (c)(1)  of  section  524  of  Title 
28  of  the  United  States  Code  is  amended  by 
inserting  the  following  new  subparagraph 
after  subparagraph  (F): 

"(G)  for  the  payment  of  non-case  specific, 
forfeiture  program-related  expenses  for 
training  and  printing.". 

(e)  Subsection  (c)(8)  of  section  524  of  Title 
28  of  the  United  States  Code  is  amended  by 
striking  out  ""For  fiscal  years  1984.  1985, 
1986,  and  1987"  and  inserting  in  lieu  thereof 
"Through  fiscal  year  1991'". 

Sec  593.  (a)  Section  1963  of  Title  18  is 
amended  by  adding  at  the  end  thereof  a  new 
subsection,  as  follows: 

""(n)  If  any  of  the  property  described  in 
subsection  (a),  as  a  result  of  any  act  of  omis- 
sion of  the  defendant— 

"(1)  cannot  be  located  upon  the  exercise 
of  due  diligence: 

""(2)  has  been  transferred  or  sold  to,  or  de- 
posited with,  a  third  party; 

"(3)  has  been  placed  beyond  the  jurisdic- 
tion of  court: 

"(4)  has  been  substantially  diminished  in 
value;  or 
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"(5)  has  been  commingled  with  other 
property  which  cannot  be  divided  without 
difficulty; 

the  court  shall  order  the  forfeiture  of  any 
other  property  of  the  defendant  up  to  the 
value  of  any  property  described  in  para- 
graphs (1)  through  (5). 

(b)  Section  413  of  Title  II  of  the  Compre- 
hensive Drug  Abuse  Prevention  and  Control 
Act  of  1970  is  amended— 

(1)  by  redesignating  subsection  "(p)"  as 
subsection  "(q)";  and 

(2)  by  adding  a  new  subsection  (p)  as  fol- 
lows: 

"(p)  If  any  of  the  property  described  in 
subsection  (a),  as  a  result  of  any  act  or  omis- 
sion of  the  defendant— 

"(1)  cannot  be  located  upon  the  exercise 
of  due  diligence; 

"(2)  has  been  transferred  or  sold  to,  or  de- 
posited with,  a  third  party; 

"(3)  has  been  placed  beyond  the  jurisdic- 
tion of  the  court; 

"(4)  has  been  substantially  diminished  in 
value;  or 

"(5)  has  been  commingled  with  other 
property  which  cannot  be  divided  without 
difficulty; 

the  court  shall  order  the  forfeiture  of  any 
other  property  of  the  defendant  up  to  the 
value  of  any  property  described  in  para- 
graphs (1)  through  (5). 

Subtitle  L— Exclusionary  Rule  Limitation 
Act  of  1986 

Sec.  594.  This  subtitle  may  be  cited  as  the 
"Exclusionary  Rule  Limitation  Act  of  1986". 

Sec  595.  Chapter  223  of  Title  18,  United 
States  Code,  is  amended  by  adding  the  fol- 
lowing two  sections: 
"§  3508.  Limitation  of  the  fourth  amendment  ex- 

clusionar)'  rule 

"Evidence  which  is  obtained  as  a  result  of 
a  search  or  seizure  shall  not  be  excluded  in 
a  proceeding  in  a  court  of  the  United  States 
on  the  ground  that  the  search  or  seizure 
was  in  violation  of  the  fourth  amendment  to 
the  Constitution  of  the  United  States,  if  the 
search  or  seizure  was  undertaken  in  an  ob- 
jectively reasonable  belief  that  it  was  in 
conformity  with  the  fourth  amendment.  A 
showing  that  evidence  was  obtained  pursu- 
ant to  and  within  the  scope  of  a  warrant 
constitutes  prima  facie  evidence  of  such  a 
reasonable  belief,  unless  the  warrant  was 
obtained  through  intentional  and  material 
misrepresentation, 
"g  3509.  General   limitation  of  the  exclusionary 

rule 

"Except  as  specifically  provided  by  statute 
or  rule  of  procedure,  evidence  which  is  oth- 
erwise admissible  shall  not  be  excluded  in  a 
proceeding  in  a  court  of  the  United  States 
on  the  ground  that  the  evidence  was  ob- 
tained in  violation  of  a  statute  or  rule  of 
procedure,  or  of  a  regulation  issued  pursu- 
ant thereto.". 

Sec  596.  The  table  of  sections  of  chapter 
223    of    Title    18,    United    States    Code,    is 
amended  by  adding  at  the  end  thereof: 
"3508.  Limitation  of  the  fourth  amendment 

exclusionary  rule. 
"3509.  General  limitation  of  the  exclusion- 
ary rule.". 
TITLE    VI— PUBUC    AWARENESS    AND 

PRIVATE  SECTOR  INITIATIVES  ACT 

OP  1986 

Sec  601.  This  title  may  be  cited  as  the 
"Public  Awareness  and  Private  Sector  Initia- 
tives Act  of  1986". 

Sec  602.  (a)  Notwithstanding  any  other 
provision  of  law,  an  agency  may  contract  for 
property  or  services  designed  primarily  to 


warn  of  the  dangers  of  illegal  drug  use  with- 
out complying  with  any  requirement  for 
competition  in  federal  procurement,  so  long 
as  at  least  50%  of  the  actual,  reasonable 
costs  of  providing  the  property  or  service 
are  being  donated  to  the  government. 

(b)  The  provisions  of  this  section  shall 
take  effect  upon  enactment  and  remain  in 
effect  for  a  period  of  two  years  thereafter. 

Sec.  603.  (a)  Section  1461  of  title  22  is 
amended  to  insert,  after  the  word  "office" 
in  the  parenthetical,  the  following:  "or  any 
information  warning  of  the  hazards  of  ille- 
gal drug  use" 

(b)  The  provisions  of  this  section  shall 
take  effect  upon  enactment. 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


By  Mr.  DOLE  (for  himself, 
Thurmond,  Mr.  Abdnor, 
Broyhill,  Mr.  Cochran, 
D'Amato,  Mr.  Danforth, 
Denton,  Mr.  Domenici, 
Gramm,  Mr.  Hatch,  Mrs.  Haw- 
kins, Mr.  Heinz,  Mr.  Laxalt, 
Mr.  LuGAR,  Mr.  Mattingly,  Mr. 

McCONNELL,    Mr.     MURKOWSKl, 

Mr.  NicKLES,  Mr.  Quayle,  Mr. 
Roth,  Mr.  Simpson,  Mr.  Spec- 
ter, Mr.  Stevens,  Mr.  Trible, 
Mr.  Warner,  and  Mr.  Wilson): 
S.  2850.  A  bill  to  strengthen  and  im- 
prove  the   enforcement   of   the   laws 
against   illegal  drugs,   and  for  other 
purposes;  read  the  first  time. 

■DRUG  enforcement  ACT  OF  1986 

Mr.  DOLE.  Mr.  President,  today  I 
join  a  number  of  my  colleagues  in  in- 
troducing the  Drug  Control  Act— a 
package  of  initiatives  designed  to  take 
a  tough,  but  fiscally  responsible  ap- 
proach to  eliminating  drug  abuse. 

Bipartisan  staff  discussions  are  al- 
ready underway  to  see  if  we  can  quick- 
ly meld  the  best  elements  of  the 
Senate  Democratic  proposal  with  the 
administration  and  the  Republican 
package. 

Congress  does  have  a  role  to  play— 
an  essential  role— in  eradicating  illegal 
drugs  and  educating  our  kids  about 
the  terrible  dangers  drugs  pose.  We 
need  to  take  a  tough  yet  responsible 
approach— and  that  is  what  the  Drug 
Control  Act  does. 

We  are  not  Johnny-Come-Latelys  to 
the  drug  issue.  Senate  Republicans 
sponsored  and  voted  for  a  long  list  of 
antidrug  legislation  during  1985  and 
1986.  Legislation,  I  might  add,  the 
House  left  sitting  on  the  shelf. 

During  the  past  few  weeks  my  col- 
leagues and  their  staff  combed 
through  the  raft  of  proposals  offered 
by  the  administration,  the  House. 
Senate  Democrats  plus  a  number  of 
innovative  and  constructive  ideas  from 
our  Members.  The  final  product— the 
Drug  Control  Act  of  1986— contains 
the  very  best  of  these  items.  We  didn't 
go  wild— either  on  price  or  policy.  The 
cost  of  this  package  is  less  than  half 
that  of  the  House  bill.  And  the  new 
policy  initiatives  have  the  potential 
for  doing  the  job  on  drugs,  without 
going  overboard. 

I  claim  pride  of  authorship  for  the 
tax  checkoff  provisions  in  the  pack- 


age. When  asked  if  they  were  willing 
to  pay  for  Government  antidrug  pro- 
grams, Americans  answered  with  an 
unequivocal  "yes."  So  this  bill  would 
set  up  an  "antidrug  trust  fund,"  which 
taxpayers  could  contribute  to  by  desig- 
nating all  or  part  of  their  tax  refund.  I 
can't  tell  you  exactly  how  much 
money  it  would  raise.  But  I  do  know, 
that  about  80  million  Americans  re- 
ceive tax  refunds.  And  if  only  one-half 
of  them  contributed  $5,  the  trust  fund 
would  net  $400  million  annually. 

Literally  dozens  of  Senators  and 
many  staff  members  offered  time, 
energy,  and  expertise  to  this  effort. 
Because  of  their  commitment,  this  bill 
provides  the  tough  sensible  approach 
to  drug  abuse  Americans  are  demand- 
ing. 

Mr.  President,  in  my  view,  this  isn't 
a  contest  to  see  which  political  party 
wins  the  antidrug  race.  'The  victims  of 
drug  abuse  couldn't  care  less.  We 
stand  ready  to  work  with  the  Demo- 
cratic leadership  in  both  Houses  to 
produce  the  best  bill  for  America. 

Mr.  President,  I  ask  uanimous  con- 
sent that  the  text  of  the  bill  and  a 
summary  of  the  bill  be  printed  in  the 
Record. 

There  being  no  objection,  the  bill 
and  summary  were  ordered  to  be 
printed  in  the  Record,  as  follows: 

S.2850 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    States    of 
America  in  Congress  assembled, 

SEfTION  1.  SHORT  TITLE. 
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Sec.  1306. 
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Sec.  2704.  Amendments  to  title 
United  States  Code. 
Sec.  2705.  Penalties  under  Federal  Deposit 

Insurance  Act. 
Sec.  2706.  Money  laundering  as  a  predicate 

offense. 
Sec.  2707.  Forfeiture. 
TITLE  III-NEW  INITIATIVES  AGAINST 

DRUGS 
Subtitle    A— White    House    Conference    on 
Drug  Abuse  Education.  Prevention,  and 
Treatment 
Sec.  3001.  Short  title. 
Sec.  3002.  Authorization  of  conference. 
Sec.  3003.  Purpose  of  conference. 
Sec.  3004.  Conference  participants. 
Sec.  3005.  Planning  and  administration  of 

conference. 
Sec.  3006.  Final  report. 
Sec.  3007.  Availability  of  funds. 
Subtitle  B— Commerce 
Part  I— Railroad  Safety 
Sec.  3051.  Railroad  safety. 

Part  II— Air  Safety 
Sec.  3061.  Air  safety. 

Part  III— Communications 
Sec.  3071.  Communications. 

Part  IV— Highway  Safety 

Subpart  A— Commercial  Motor  Vehicle 
Safety  Act  of  1986 

Sec.  3081.  Short  title. 
Sec.  3082.  Purpose. 
Sec.  3083.  Definitions. 
Sec.  3084.  National     uniform     commercial 
motor    vehicle     operators     li- 
cense. 
Sec.  3085.  Commercial  drivers  license  infor- 
mation system. 
Sec.  3086.  Frequent  inspections. 
Sec.  3087.  Authorizations  of  appropriations. 

Subpart  B— Motor  Vehicle  Safety 
Sec.  3091.  Motor  vehicle  safety. 

Subtitle  C— Harmful  Inhalants 
Sec.  3101.  Offense. 

Subtitle  D— Action  Grants 
Sec.  3151.  Action  grants. 

Subtitle  E— Habeas  Corpus  Reform 
Sec.  3201.  Short  title. 
Sec.  3202.  Failure  to  raise  claim. 
Sec.  3203.  Appeal  of  habeas  corpus  proceed- 
ing. 
Sec.  3204.  Application  and  writ   of  habeas 

corpus. 
Sec.  3205.  Exhaustion  of  remedies. 
Sec.  3206.  Statute  of  limitations. 

Subtitle  F— Armed  Career  Criminals 
Sec.  3251.  Serious  drug  offenses. 
Subtitle  G— Prohibition  on  the  Interstate 
Sale  and  Transportation  of  Drug  Para- 
phernalia 
Sec.  3301.  Short  title. 
Sec.  3302.  Offense. 
Sec.  3303.  Effective  date. 
Subtitle  H— International  Narcotics  Control 
Part  I— Interagency  Coordinating 
Committee 
Sec.  3351.  Interagency   Coordinating   Com- 
mittee. 
Part  II— Declaration;  Policy 
Sec.  3361.  Declaration;  policy. 
Part  III— Report 
Sec.  3371.  Report. 

Part  IV— International  Narcotics 
Control  Act  of  1986 
Sec.  3381.  Short  title. 
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Subpart  A— International  Narcotics  Control 

Assistance  Program 
Sec.  3382.  Additional   funding   for  interna- 
tional narcotics  control  assist- 
ance and  regional  coot}eration. 
Sec.  3383.  Retention  of  title  to  aircraft  pro- 
vided to  Mexico  for  narcotics 
control  purposes. 
Sec.  3384.  Records  of  aircraft  use. 
Sec.  3385.  Development    of    herbicides    for 

aerial  coca  eradication. 
Sec.  3386.  Review  of  effectiveness  of  inter- 
national  narcotics  control  as- 
sistance program. 
Subpart    B— Improving    Law    Enforcement 
and   Other   Narcotics   Control   Activities 
Abroad 
Sec.  3388.  Extradition  to  the  United  States 

for  narcotics-related  offenses. 
Sec.  3389.  Information-sharing  so  that.visas 

are  denied  to  drug  traffickers. 
Sec.  3390.  Assessment  of  narcotics  traffick- 
ing from  Africa. 
Sec.  3391.  Administration  of  justice. 
Sec.  3392.  Money    laundering    and    mutual 

legal  assistance  treaties. 
Sec.  3393.  Conditions  on  assistance  for  Bo- 
livia. 
Sec.  3394.  Aerial  and  other  surveys  for  esti- 
mating illicit  narcotics  produc- 
tion overseas. 
Sec.  3395.  Multilateral    development    bank 
funds. 
Subpart  C— Drug  Education  Programs 
Abroad 
Sec.  3396.  Increased  funding  for  USIA  drug 

education  programs. 
Sec.  3397.  Increased  funding  for  AID  drug 

education  programs. 
Sec.  3398.  Reports  to  Congress  on  drug  edu- 
cation programs  abroad. 
Subtitle  J— Anti-Drug  Trust  Fund 
Sec.  3401.  Designation  of  tax  overpayments 
and  contributions  to  anti-drug 
trust  fund. 
Subtitle  K— Freedom  of  Information  Act 
Sec.  3451.  Law  enforcement. 
Sec.  3452.  Organized  crime. 
Subtitle  1— National  Forest  System  Drug 
Control 
Sec.  3501.  Repeal  of  limited  arrest  author- 
ity. 
Sec.  3502.  Authorization   of   general  arrest 

authority. 
Sec.  3503.  Firearms  authority. 
Sec.  3504.  Enforcement  of  Controlled  Sub- 
stances Act. 
Sec.  3505.  Amendment    to    the    Controlled 

Substances  Act. 
Sec.  3506.  Authorization  of  appropriations. 

Subtitle  M— Authorization  of 

Apnropriations  for  Drug  Law  Enforcement 

Sec.  3600.  Authorization  of  appropriations. 

Subtitle  N— Controlled  Substances 

Production  Control 

Sec.  3651.  Controlled  substances  production 

control. 

Subtitle  O— State  and  Local  Narcotics 

Control  Assistance 

Sec.  3701.  Short  title. 

Sec.  3702.  Office  of  Justice  Assistance  drug 
grant  program. 
Subtitle  P— Study  on  the  Use  of  Existing 
Federal  Buildings  as  Prisons 
Sec.  3751.  Study  required. 

Subtitle  Q— Drug  Law  Enforcement 
Cooperation  Study 
Sec.  3801.  Drug  law  enforcement  coopera- 
tion study. 


Sec. 


Subtitle  R— Drug  Interdiction 
3851.  Emergency  assistance  by  Depart- 


ment of  Defense  personnel. 
Sec.  3852.  Border     interdiction     authoriza- 
tion. 

Subtitle  S— Arrest  Authority  For  INS 
Officers. 

Sec.  3901.  Arrest  authority  for  INS  officers. 

Subtitle  T— Improved  Drug  Crime 
Reporting. 

Sec.  3951.  Improved  drug  crime  reporting. 

TITLE  I— WHITE  HOl'SE  INITIATIVE 
AGAINST  DRUGS 

Subtitle  A— Drug-Free  Federal  Workplace  Art  of 
1986 

SEC.  1101.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Drug- 
Free  Federal  Workplace  Act  of  1986". 

SEC.  1102.  FINDINGS. 

The  Congress  finds  and  declares  that— 

( 1 )  illegal  drug  use  is  having  alarming  and 
tragic  effects  upon  a  significant  proportion 
of  the  national  work  force  and  results  in  bil- 
lions of  dollars  of  lost  productivity  each 
year; 

(2)  employers  are  concerned  with  the  well- 
being  of  their  employees,  and  the  need  to 
maintain  employee  productivity; 

(3)  the  Federal  Government  as  the  largest 
employer  in  the  Nation  can  and  should 
show  the  way  toward  achieving  drug-free 
workplaces  through  a  program  designed  to 
get  the  message  to  drug  users  that  drug  use 
will  not  be  tolerated  in  the  Federal  work- 
place: 

(4)  drug  use  by  persons  responsible  for  the 
safe  transportation  of  people  and  goods  has 
the  potential  to  cause  the  loss  of  many  lives 
and  millions  of  dollars  of  property  damage. 
Any  harm  created  by  drug  impairment  can 
extend  far  beyond  the  harm  caused  to  the 
individual  drug  user;  and 

(5)  employers  should  not  be  required  to 
hire  an  individual  who  due  to  use  of  or  ad- 
diction to  drugs  or  alcohol  is  incapable  of 
performing  the  job  for  which  he  or  she  is 
applying. 

SEC.  1103.  amendments  TO  THE  REHABILITATION 

ACT  OF  1973. 

(a)  Paragraph  (7)(B)  of  section  7  of  the 
Rehabilitation  Act  of  1973  is  amended  by- 
CD  by  striking  out  "Subject  to  the  second 

sentence  of  this  subparagraph,  the"  in  the 
first  sentence  and  inserting  in  lieu  thereof 
"The";  and 

(2)  by  striking  out  the  second  sentence 
and  inserting  in  lieu  thereof  the  following: 
"The  term  handicapped  individual'  does  not 
include  any  individual  who  uses,  or  is  addict- 
ed to.  illegal  drugs,  except  that  an  individ- 
ual who  is  otherwise  handicapped  shall  not 
be  excluded  from  the  protections  of  this  Act 
if  he  also  uses  or  is  also  addicted  to  drugs. 
For  purposes  of  sections  503  and  504  of  this 
Act  as  such  sections  relate  to  employment, 
the  term  handicapped  individual'  does  not 
include  any  individual  who  is  an  alcoholic 
whose  current  use  of  alcohol  interferes  with 
such  an  individual's  performance  of  the 
duties  on  the  job  in  question  or  whose  em- 
ployment, by  reason  of  such  current  alcohol 
abuse,  would  constitute  a  direct  threat  to 
property  or  the  safety  of  others.". 

(b)  Section  7  of  such  Act  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(16)  The  term  illegal  drugs'  means  con- 
trolled substances,  as  defined  by  schedules  I 
and  II.  section  802(6)  of  title  21.  United 
States  Code,  the  possession  of  or  distribu- 
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tion  of  which  Is  unlawful  under  chapter  13 
of  title  21,  United  States  Code.". 

SEC  1104.  PROHIBITED  PERSO.NNEL  PRACTICES. 

Section  2302(b)(10)  of  title  5.  United 
States  Code,  is  amended  to  read  as  follows: 

"(10)  discriminate  for  or  against  any  em- 
ployee or  applicant  for  employment  on  the 
basis  of  conduct  which  does  not  adversely 
affect  the  performance  of  the  employee  or 
applicant  or  the  performance  of  others: 
except  that— 

"(A)  nothing  in  this  paragraph  shall  pro- 
hibit an  agency  from  taking  into  account  in 
determining  suitability  or  fitness  any  con- 
viction of  the  employee  or  applicant  for  any 
crime  under  the  laws  of  any  State,  of  the 
District  of  Columbia,  or  of  the  United 
States:  and 

"(B)  nothing  in  this  paragraph  shall  be 
construed  to  permit  or  require  the  contin- 
ued employment  or  the  employment  of  an 
employee  or  applicant  who  uses  a  controlled 
substance  (as  defined  in  section  102  of  the 
Controlled  Substances  Act  (84  Stat.  1242:  21 
U.S.C.  802))  included  in  schedule  I  or  II  of 
such  Act  (84  SUt.  1247:  21  U.S.C.  812)  the 
possession  or  distribution  of  which  is  unlaw- 
ful under  title  II  of  the  Comprehensive 
Drug  Abuse  Prevention  and  Control  Act  of 
1970  (84  Stat.  1242:  21  U.S.C.  801):  or". 

SEC.  1105.  EDITATIONAL  PRfXlRAM  FOR  FEDERAL 
EMPLOYEES  RELATING  TO  DRIG  AND 
ALCOHOL  ARISE. 

(a)  The  Director  of  the  Office  of  Person- 
nel Management  shall,  in  consultation  with 
the  Secretary  of  Health  and  Human  Serv- 
ices, establish  a  Government-wide  education 
program,  using  seminars  and  such  other 
methods  as  the  Director  considers  appropri- 
ate, to  carry  out  the  purposes  set  forth  in 
subsection  (b). 

(b)  The  program  established  under  this 
section  shall  be  designed  so  as  to  provide  in- 
formation to  Federal  employees  with  re- 
spect to— 

(1)  the  short-term  and  long-term  health 
hazards  associated  with  alcohol  abuse  and 
drug  abuse: 

(2)  the  symptoms  of  alcohol  abuse  and 
drug  abuse: 

(3)  the  availability  of  any  prevention, 
treatment,  or  rehabilitation  programs  or 
services  relating  to  alcohol  abuse  or  drug 
abuse,  whether  provided  by  the  Federal 
Government  or  otherwise; 

(4)  confidentiality  protections  afforded  in 
connection  with  any  prevention,  treatment, 
or  rehabilitation  programs  or  services: 

(5)  any  penalties  provided  under  law,  rule, 
or  regulation,  and  any  administrative  ac- 
tions (permissive  or  mandatory),  relating  to 
the  use  of  alcohol  or  drugs  by  a  Federal  em- 
ployee or  the  failure  to  seek  or  receive  ap- 
propriate treatment  or  rehabilitation  serv- 
ices: and 

(6)  any  other  matter  which  the  Director 
considers. 

SEC.  1106.  TECHNICAL  AND  CONFORMING  PROVI- 
SIONS. 

The  provisions  of  this  subtitle  shall  super- 
sede any  inconsistent  Federal  law,  rule,  or 
regulation. 

Subtitle  B— DniK-Frec  Schools  Act  of  1986 
SEC.  J20I.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Drug- 
Free  Schools  Act  of  1986  (the  Zero-Toler- 
ance Act)". 

SEC.  1202.  FINDINGS. 

The  Congress  finds  that: 

(1)  Drug  use  and  alcohol  abuse  is  wide- 
spread among  American  students,  not  only 
in  secondary  schools,  but  increasingly  in  ele- 
mentary schools  as  well. 


(2)  The  use  of  drugs  and  the  abuse  of  alco- 
hol by  students  constitutes  a  grave  threat  to 
their  physical  and  mental  well-being  and 
significantly  impedes  the  learning  process. 

(3)  The  tragic  consequences  of  drug  use 
and  alcohol  abuse  by  students  are  felt  not 
only  by  students  and  their  families,  but  also 
by  their  communities  and  their  Nation, 
which  can  ill  afford  to  lose  their  skills,  tal- 
ents, and  vitality. 

(4)  Among  our  cultural  institutions, 
schools,  assisted  by  parents  and  the  commu- 
nity, have  a  special  responsibility  to  assist  in 
combating  the  scourge  of  drug  use  and  alco- 
hol abuse  by  adopting  and  applying  firm 
but  fair  policies. 

(5)  I*rompt  action  by  our  Nation's  schools 
can  bring  us  significantly  closer  to  the  goal 
of  a  drug-free  generation. 

(6)  Educational  institutions  should  estab- 
lish clear  policies  to  ensure  that  illegal  drug 
users  and  alcohol  abusers  will  be  held  ac- 
countable for  their  actions. 

SEC.  1203.  Pl'RPOSE. 

The  purpose  of  this  subtitle  is  to  assist 
States  in  their  efforts  to  establish  a  drug- 
free  learning  environment  and  to  prevent 
drug  use  and  alcohol  abuse  among  students. 

SEC.  1204.  AITHORIZATION  OF  APPROPRIATIONS. 

For  the  purpose  of  carrying  out  this  sub- 
title, there  are  authorized  to  be  appropri- 
ated $100,000,000  for  each  of  fiscal  years 
1987.  1988.  1989.  and  1990. 

SEC.  1205.  RESERVATIONS  AND  ALLOTMENTS. 

(a)  The  Secretary  shall  reserve  20  per  cent 
of  the  amounts  appropriated  under  section 
1204  for  any  fiscal  year  for  national  pro- 
grams under  section  1209. 

(b)(1)  From  the  remainder  of  the  amount 
appropriated  to  carry  out  this  subtitle  for 
each  fiscal  year  after  amounts  are  reserved 
under  subsection  (a)  for  such  fiscal  year,  the 
Secretary  may  reserve  up  to  1  per  cent  for 
allotments  to  Guam,  American  Samoa,  the 
Virgin  Islands,  the  Commonwealth  of  the 
Northern  Mariana  Islands,  and  the  Trust 
Territory  of  the  Pacific  Islands. 

(2)  The  Secretary  shall  allot  the  amounts 
reserved  under  paragraph  ( 1 )  among  Guam, 
American  Samoa,  the  Virgin  Islands,  the 
Commonwealth  of  the  Northern  Mariana  Is- 
lands, and  the  Trust  Territory  of  the  Pacific 
Islands,  on  the  basis  of  need  for  amounts  to 
carry  out  the  activities  described  in  section 
1207. 

(c)(1)  Prom  the  remainder  of  the  amount 
appropriated  to  carry  out  this  subtitle  for 
each  fiscal  year  after  amounts  are  reserved 
under  subsections  (a)  and  (b)  for  such  fiscal 
year,  the  Secretary  shall  allot  to  each  State 
an  amount  which  bears  the  same  ratio  to 
such  remainder  as  the  number  of  children 
aged  five  to  seventeen,  inclusive,  in  the 
State  bears  to  the  total  number  of  such  chil- 
dren in  all  States.  For  purposes  of  this  sub- 
section, the  number  of  children  aged  five  to 
seventeen,  inclusive,  in  a  State  and  in  all  the 
States  shall  be  determined  by  the  Secretary 
on  the  basis  of  the  most  recent  available 
data  satisfactory  to  the  Secretary. 

(2)(A)  The  Secretary  may  reallot  all  or  a 
portion  of  the  State's  allotment  under  para- 
graph (1)  for  any  fiscal  year  if  the  State 
does  not  submit  a  State  application  under 
section  1206.  or  otherwise  indicates  to  the 
Secretary  that  it  does  not  need  or  caruiot 
use  the  full  amount  of  its  allotment  for  that 
fiscal  year.  The  Secretary  may  fix  one  or 
more  dates  during  a  fiscal  year  upon  which 
to  make  reallotments. 

(B)  The  Secretary  may  reallot  amounts 
available  under  subparagraph  (A)  for  a 
fiscal  year  on  a  competitive  basis  to  one  or 
more  States  that  demonstrate  a  need  for  ad- 


ditional amounts  to  carry  out  the  activities 
described  in  section  1207.  Any  funds  reallot- 
ted  to  a  State  under  this  subparagraph  shall 
be  deemed  to  be  part  of  its  allotment  under 
this  subtitle  for  the  fiscal  year  in  which  the 
funds  are  reallotted. 

(3)  For  purposes  of  this  subsection,  the 
term  "State"  means  each  of  the  several 
States,  the  District  of  Columbia,  and  the 
Commonwealth  of  Puerto  Rico. 

SEC.    120«.    PAYMENTS    UNDER    ALLOTMENTS    TO 
STATES. 

(a)  For  each  fiscal  year,  the  Secretary 
shall  make  payments,  as  provided  by  section 
6503(a)  of  title  31,  United  States  Code,  to 
each  State  from  its  allotment  under  section 
1205  from  amounts  appropriated  for  that 
fiscal  year. 

(b)  Any  amount  paid  to  a  State  for  a  fiscal 
year  and  remaining  unobligated  at  the  end 
of  such  year  shall  remain  available  for  the 
next  fiscal  year  to  such  State  for  the  pur- 
poses for  which  it  was  made. 

SEC.  1207.  USE  AND  DISTRIBUTION  OF  FUNDS. 

(a)  At  least  50  percent  of  the  total  amount 
paid  to  a  State  under  section  1206  for  a 
fiscal  year  from  its  allotment  under  section 
1205  for  such  fiscal  year  shall  be  used  by 
the  State  educational  agency  in  accordance 
with  subsection  (c). 

(b)  After  the  application  of  subsection  (a), 
the  remainder  of  the  amount  paid  to  a  State 
under  section  1206  for  a  fiscal  year  from  its 
allotment  under  section  1205  for  a  fiscal 
year  shall  be  used  by  the  chief  executive  of- 
ficer of  a  State  for  drug  abuse  and  alcohol 
abuse  prevention  and  education  activities 
primarily  directed  toward  students  in  ele- 
mentary, secondary,  and  postsecondary 
schools.  Such  activities  may  include: 

(1)  Grants  to  local  governments  or  other 
public  and  nonprofit  private  entities  in  the 
State  for  the  improvement  of— 

(A)  local  programs  for  drug  abuse  and  al- 
cohol abuse  prevention,  early  intervention, 
rehabilitation  referral,  and  education  which 
will  be  conducted  in  elementary,  secondary, 
and  postsecondary  schools,  and 

(B)  training  programs  for  teachers,  par- 
ents, local  law  enforcement  officials,  and 
judges. 

(2)  The  development  and  distribution  of 
educational  materials,  including  media  cam- 
paigns, aimed  at  a  drug-free  America. 

(3)  Education  and  primary  prevention  pro- 
grams for  high  risk  youth. 

(4)  The  procurement  and  development  of 
curricula  and  other  educational  materials. 

(5)  Activities  to  increase  drug  abuse  and 
alcohol  abuse  education  and  prevention  ef- 
forts targeted  at  children  and  youth  in  kin- 
dergarten through  the  twelfth  grade. 

(c)(1)  The  State  educational  agency  of  a 
State  shall  use  90  percent  of  the  amounts 
available  to  such  agency  under  subsection 
(a)  for  grants  to.  and  contracts  with,  local 
educational  agencies  in  the  State. 

(2)  Any  amounts  available  to  a  State  edu- 
cational agency  after  the  application  of 
paragraph  (1)  may  be  used  by  such  agency 
for  drug  abuse  and  alcohol  abuse  prevention 
and  education  activities  primarily  directed 
toward  elementary,  secondary,  and  postsec- 
ondary schools.  Such  activities  may  in- 
clude— 

(A)  programs  for  drug  abuse  and  alcohol 
abuse  prevention,  early  intervention,  reha- 
bilitation referral,  and  education  which  will 
be  conducted  in  elementary,  secondary,  and 
postsecondary  schools: 

(B)  training  programs  for  teachers,  par- 
ents, local  law  enforcement  officials,  and 
judges:  and 
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(C)  the  activities  described  in  paragraphs 
(4)  and  (5)  of  subsection  (b). 

(3)  Any  amounts  made  available  to  a  local 
educational  agency  pursuant  to  a  grant  or 
contract  under  paragraph  (1)  may  be  used 
by  such  agency  for  drug  abuse  and  alcohol 
abuse  prevention  and  education  activities 
primarily  directed  toward  elementary,  sec- 
ondary, and  postsecondary  schools.  Such  ac- 
tivities may  include— 

(A)  the  activities  described  in  subpara- 
graphs (A)  and  (B)  of  paragraph  (1)  of  this 
subsection  and  in  paragraphs  (4)  and  (5)  of 
subsection  (b);  and 

(B)  activities  to  encourage  the  involve- 
ment of  parents  in  the  fight  against  drug 
abuse  and  alcohol  abuse. 

(4)  A  State  educational  agency  or  a  local 
educational  agency  shall  not  use  amounts 
made  available  to  such  agency  under  this 
subtitle  for  the  activities  described  in  para- 
graphs (1).  (2),  and  (3)  of  sut>section  (b). 

(d)  Any  program  supported  with  amounts 
paid  to  a  State  under  section  1206  shall, 
where  appropriate,  provide  information  to 
individuals  about  local  drug  abuse  and  alco- 
hol abuse  treatment  programs. 

(e)  Any  materials  produced  or  distributed 
with  amounts  paid  to  a  State  under  section 
1206  shall  reflect  the  message  that  the  use 
of  illegal  drugs  and  the  abuse  of  alcohol  is 
wrong  and  harmful. 

SEC.  1208.  STATE  APPLICATIONS. 

(a)  In  order  to  receive  an  allotment  under 
subsection  (b)  or  (c)  of  section  1205  for  a 
fiscal  year,  a  State  shall  submit  an  applica- 
tion to  the  Secretary.  As  part  of  such  appli- 
cation, the  chief  executive  officer  of  the 
State  shall  agree  to  use  the  amounts  paid  to 
the  State  under  section  1206  in  accordance 
with  the  requirements  of  this  subtitle. 

(b)  Each  application  submitted  under  sub- 
section (a)  shall— 

( 1 )  cover  a  period  of  three  fiscal  years: 

(2)  be  submitted  at  a  time,  in  such 
manner,  and  contain  such  information,  as 
the  Secretary  may  require;  and 

<3)  contains  assurances  that  no  more  than 
5  per  cent  of  the  total  amount  paid  to  a 
State  under  section  1206  for  a  fiscal  year 
will  be  used  for  by  the  State  and  the  State 
educational  agency  to  pay  the  costs  of  ad- 
ministering programs  under  this  subtitle: 
and 

(4)  contain  assurances  that  the  Federal 
funds  made  available  under  this  subtitle  for 
any  period  will  be  so  used  as  to  supplement 
and  increase  the  level  of  State,  local,  and 
non-Federal  funds  that  would  in  the  ab- 
sence of  such  Federal  funds  be  made  avail- 
able for  the  programs  and  activities  for 
which  funds  are  provided  under  this  subtitle 
and  will  in  no  event  supplant  such  State, 
local,  and  other  non-Federal  funds. 

SEC.  1209.  NATIONAL  PROGRAMS. 

(a)  The  Secretary  shall  use  the  amount  re- 
served under  section  1205(a)  for  a  fiscal  year 
to  carry  out  national  programs  designed  to 
achieve  and  maintain  a  drug-free  environ- 
ment that  is  conducive  to  learning  In  ele- 
mentary and  secondary  schools.  The  Secre- 
tary may  carry  out  such  programs  directly, 
or  through  grants,  contracts,  or  cooperative 
agreements  with  State  or  local  educational 
agencies,  institutions  of  higher  education, 
and  other  public  and  private  agencies,  orga- 
nizations, and  institutions.  The  Secretary 
shall,  when  appropriate,  coordinate  activi- 
ties under  this  subsection  with  activities 
conducted  by  the  Secretary  of  Health  and 
Human  Services,  the  Secretary  of  Labor, 
the  Director  of  ACTION,  and  the  heads  of 
other  appropriate  agencies. 


(b)  The  Secretary  shall  use  amounts  avail- 
able under  this  subsection  to— 

(1)  collect  and  disseminate  information 
about  drug  use  and  alcohol  abuse  among 
students  in  elementary  and  secondary 
schools: 

(2)  develop  curricula  for  schools  which 
warn  against  the  use  of  drugs  and  the  abuse 
of  alcohol: 

(3)  provide  training  or  technical  assistance 
to  States  consistent  with  the  purposes  of 
this  subtitle: 

(4)  coordinate  drug  abuse  and  alcohol 
abuse  education  and  prevention  efforts  with 
similar  efforts  by  other  Federal  agencies: 
and 

(5)  collect  data  concerning,  and  evaluate, 
programs  that  reduce  drug  abuse  and  alco- 
hol abuse  among  students. 

SEC.  1210.  DRIG  TESTING  IN  EDUCATIONAL  ISSTI- 
TITIONS. 

(a)  Notwithstanding  any  other  provision 
of  law,  it  shall  not  be  unlawful  under  Feder- 
al statute  or  regulation  for  any  educational 
institution— 

(1)  to  require  as  a  condition  of  admission 
or  continued  enrollment  that  students  re- 
frain from  the  use  of  illegal  drugs: 

(2)  to  conduct  drug  testing  of  its  students 
or  applicants  for  admission  to  determine  if 
such  students  or  applicants  use  illegal 
drugs: 

(3)  to  refuse  enrollment  to  applicants  for 
admission  who  use  illegal  drugs:  or 

(4)  to  take  disciplinary  action  against  stu- 
dents, including  suspension  or  expulsion, 
who  use  illegal  drugs  whether  or  not  the  use 
occurred  at  the  educational  institution. 

(b)  If  any  State,  by  law  or  regulation,  pro- 
hibits drug  testing  of  the  students  at  a 
school  or  applicants  for  admission  to  a 
school  to  determine  if  such  students  or  ap- 
plicants use  illegal  drugs,  the  Secretary  may 
withhold  payments  to  a  State  under  section 
1206  for  a  fiscal  year  until  such  time  as  laws 
or  regulations  are  revised  to  remove  such 
prohibition. 

SEC.  1211.  INTERAGENCY  COORDINATION. 

The  Secretary  of  Health  and  Human  Serv- 
ices, the  Secretary  of  Labor,  the  Secretary 
of  Education,  and  the  Director  of  ACTION 
shall  each  designate  an  officer  or  employee 
of  the  Departments  of  Education,  Health 
and  Human  Services,  and  Labor,  and 
ACTION,  respectively,  to  coordinate  inter- 
agency drug  abuse  activities. 

SEC.  1212.  CONFORMING  AMENDMENTS. 

Section  583(b)  of  Education  Consolidation 
and  Improvement  Act  (20  U.S.C.  3851(b))  is 
amended  by— 

(1)  inserting  "and"  at  the  end  of  para- 
graph (2): 

(2)  striking  out  paragraph  (3):  and 

(3)  redesignating  paragraph  (4)  as  para- 
graph (3). 

SEC.  1213.  DEFINITIONS. 

(a)  The  definitions  of  terms  contained  in 
section  595  of  the  Education  Consolidation 
and  Improvement  Act  shall  apply  to  this 
subtitle. 

(b)  For  purposes  of  this  subtitle,  the  term 
"high  risk  youth"  means  an  individual  who 
has  not  attained  the  age  of  21  years,  who  is 
at  high  risk  of  becoming,  or  who  has 
become,  a  drug  abuser  or  an  alcohol  abuser, 
and  who— 

(1)  is  a  victim  of  physical,  sexual,  or  psy- 
chological abuse: 

(2)  has  dropped  out  of  school; 

(3)  has  become  pregnant; 

(4)  is  economically  disadvantaged; 

(5)  has  committed  a  violent  or  delinquent 
act; 


(6)  has  experienced  mental  health  prob- 
lems: 

(7)  has  attempted  suicide: 

(8)  is  disabled  by  injuries;  or 

(9)  is  identified  as  a  child  of  a  substance 
abuser. 

Subtitle  C — Substance  Abuse  Services 

SEC.  1301.  SHORT  TITLE;  REFERENCE. 

(a)  This  subtitle  may  be  cited  as  the  "Sub- 
stance Abuse  Services  Amendments  of 
1986". 

(b)  Except  as  otherwise  specifically  pro- 
vided, whenever  in  this  subtitle  an  amend- 
ment or  repeal  is  expressed  in  terms  of  an 
amendment  to  a  section  or  other  provision, 
the  reference  shall  be  considered  to  be  a  ref- 
erence to  a  section  or  other  provision  of  the 
Public  Health  Service  Act. 

SEt .  1302.  EXTENSION  OF  ALCOHOL.  DRl'G.  ABCSE. 
AND  MENTAL  HEALTH  BLOCK  GRANT. 

(a)  Section  1911  is  amended— 

(1)  by  striking  out  "and"  after  "1986."  and 

(2)  by  inserting  before  the  period  a  comma 
and  "$600,000,000  for  fiscal  year  1988, 
$630,000,000  for  fiscal  year  1989, 
$660,000,000  for  fiscal  year  1990.  and 
$695,000,000  for  fiscal  year  1991.". 

(b)(1)  Title  XIX  is  amended  by  inserting 
after  section  1912  the  following  new  section: 

"GRANTS  TO  STATES  FOR  SUBSTANCE  ABUSE 
TREATMENT  PROGRAMS 

"Sec  1912A.  (a)  Of  the  amount  appropri- 
ated under  section  1911  for  a  fiscal  year,  the 
Secretary  shall  reser\'e  $100,000,000  for  such 
fiscal  year  for  grants  to  States  which  dem- 
onstrate need  for  funds  <in  addition  to  the 
funds  allotted  to  States  under  section  1913) 
to  conduct  substance  abuse  treatment  pro- 
grams. The  Secretary  shall  use  at  least  40 
percent  of  the  amounts  reserved  under  the 
preceding  sentence  for  any  fiscal  year  for 
grants  to  States  for  substance  abuse  treat- 
ment programs  for  high  risk  youth. 

"(b)  For  purposes  of  subsection  (a)— 

"(1)  the  term  high  risk  youth'  means  an 
individual  who  has  not  attained  the  age  of 
21  years,  who  is  at  high  risk  of  becoming,  or 
who  has  become,  a  drug  abuser  or  an  alco- 
hol abuser,  and  who— 

"(A)  is  a  victim  of  physical,  sexual,  or  psy- 
chological abuse; 

"(B)  has  dropped  out  of  school; 

"(C)  has  become  pregnant: 

"(D)  is  economically  disadvantaged: 

"(E)  has  committed  a  violent  or  delin- 
quent act: 

"(F)  has  experienced  mental  health  prob- 
lems: 

"(G)  has  attempted  suicide: 

"(H)  is  disabled  by  injuries:  or 

"(1)  is  identified  as  a  child  of  a  substance 
abuser:  and 

"(2)  the  term  substance'  means  any  drug 
or  alcoholic  beverage. 

"(c)  No  grant  may  be  made  by  the  Secre- 
tary under  subsection  (a)  unless  an  applica- 
tion therefor  has  been  submitted  by  a  State 
to,  and  approved  by.  the  Secretary.  Such  ap- 
plication shall  be  in  such  form,  submitted  in 
such  manner,  and  contain  and  be  accompa- 
nied by  such  information,  as  the  Secretary 
may  require.". 

(2)  The  heading  for  section  1912  is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing: "FOR  TRAINING  AND  RETRAINING 
OF  MENTAL  HEALTH  SERVICES 
WORKERS". 

SEC.  1303.  ELIMINATION  OF  CERTAIN  BLOCK  GRANT 
EARMARKS. 

(a)  Section  1916(c)  is  amended  by  striking 
out  paragraphs  (7)  and  (8). 
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<b)  The  amendment  made  by  subsection 
(a)  shall  take  effect  on  October  1.  1987. 

SEC.  1304   WITHHOLDING  OF  BLOTK  C.RA.NT  FINDS. 

If  the  possession  or  distribution  of  a  drug 
is  an  offense  under  the  Controlled  Sub- 
stances Act.  and  if,  under  the  laws  of  a 
State  the  possession  or  distribution,  respec- 
tively, of  such  drug  is  not  a  criminal  offense, 
the  Secretary  of  Health  and  Human  Serv- 
ices may  withhold  the  allotment  of  the 
State  under  title  XIX  of  the  Public  Health 
Service  Act  for  any  fiscal  year  until  the  laws 
of  the  State  are  amended  to  provide  that 
the  possession  or  distribution,  respectively. 
of  such  drug  is  a  criminal  offense. 

SEC.  1305.  ADVISORY  COl  NCILS. 

(a)  Part  A  of  title  V  is  amended  by  redesig- 
nating sections  505  and  506  as  sections  506 
and  507,  respectively,  and  by  inserting  after 
section  504  the  following  new  section: 

"ADVISORY  COUNCILS 

"Sec.  505.  (a)(1)  The  Secretary  shall  ap- 
point an  advisory  council  for  the  National 
Institute  on  Alcohol  Abuse  and  Alcoholism. 
for  the  National  Institute  on  Drug  Abuse, 
and  for  the  National  Institute  of  Mental 
Health.  Each  such  advisory  council  shall 
advise,  consult  with,  and  make  recommenda- 
tions to  the  Secretary  and  the  Director  of 
the  national  research  institute  for  which  it 
was  appointed  on— 

"(A)  matters  relating  to  the  activities  car- 
ried out  by  and  through  the  Institute  and 
the  policies  respecting  such  activities;  and 

"(B)  matters  relating  to  activities  carried 
out  by  the  Secretary  and  the  National  Insti- 
tutes respecting  the  disease,  disorder,  or 
other  aspect  of  human  health  with  which 
the  advisory  council  is  concerned. 

'(2)  Each  advisory  council  for  a  national 
research  institute  may  recommend  to  the 
Secretary  acceptance,  in  accordance  with 
section  2101,  of  conditional  gifts  for— 

"(A)  study,  investigation,  or  research  re- 
specting the  diseases,  disorders,  or  other 
aspect  of  human  health  with  respect  to 
which  the  institute  was  established: 

"(B)  the  acquisition  of  grounds  for  the  in- 
stitute; or 

"(C)  the  construction,  equipping,  or  main- 
tenance of  facilities  for  the  institute. 

"(3)  Each  advisory  council  for  a  national 
research  institute— 

"(A)(i)  may  on  the  basis  of  the  materials 
provided  under  section  507(d)(2)  respecting 
research  conducted  at  the  institute,  make 
recommendations  to  the  Director  of  the  in- 
stitute respecting  such  research: 

"(ii)  shall  review  applications  for  grants 
and  cooperative  agreements  for  research  or 
training  and  for  which  advisory  council  ap- 
proval is  required  under  section  507(e)(2). 
and  recommend  for  approval  applications 
for  projects  which  show  promise  of  making 
valuable  contributions  to  human  knowledge; 
and 

"(iii)  may  review  any  grant,  contract,  or 
cooperative  agreement  proposed  to  be  made 
or  entered  into  by  the  institute; 

"(B)  may  collect,  by  correspondence  or  by 
personal  investigation,  information  as  to 
studies  which  are  being  carried  on  in  the 
United  States  or  any  other  country  as  to  the 
diseases,  disorders,  or  other  aspect  of 
human  health  with  respect  to  which  the  na- 
tional research  institute  was  established  and 
with  the  approval  of  the  Director  of  the  in- 
stitute make  available  such  information 
through  appropriate  publications  for  the 
l)enefit  of  public  and  private  health  entities 
and  health  professions  personnel  and  scien- 
tists and  for  the  information  of  the  general 
public;  and 


■(C)  may  appoint  subcommittees  and  con- 
vene workshops  and  conferences. 

"(b)(1)  Each  advisory  council  shall  consist 
of  ex  officio  members  and  not  more  than  12 
members  appointed  by  the  Secretary. 

■(2)  The  ex  officio  members  of  an  adviso- 
ry council  shall  consist  of— 

"(A)  the  Secretary,  the  Administrator,  the 
Director  of  the  national  research  institute 
for  which  the  advisory  council  is  estab- 
lished, the  Chief  Medical  Director  of  the 
Veterans'  Administration,  and  the  Assistant 
Secretary  of  Defense  for  Health  Affairs  (or 
the  designees  of  such  officers),  and 

"(B)  such  additional  officers  or  employees 
of  the  United  States  as  the  Secretary  deter- 
mines necessary  for  the  advisory  council  to 
effectively  carry  out  its  functions. 

"(3)  The  members  of  an  advisory  council 
who  are  not  ex  officio  members  shall  be  ap- 
pointed as  follows: 

"(A)  Nine  of  the  members  shall  be  ap- 
pointed by  the  Secretary  from  among  the 
leading  representatives  of  the  health  and 
scientific  disciplines  (including  public 
health  and  the  behavioral  or  social  sciences) 
relevant  to  the  activities  of  the  national  re- 
search institute  for  which  the  advisory 
council  is  established. 

■(B)  Three  of  the  members  shall  be  ap- 
pointed by  the  Secretary  from  the  general 
public  and  shall  include  leaders  in  fields  of 
public  policy,  public  relations,  law.  health 
policy,  economics,  and  management. 

■(4)  Members  of  an  advisory  council  who 
are  officers  or  employees  of  the  United 
States  shall  not  receive  any  compensation 
for  service  on  the  advisory  council.  The 
other  members  of  an  advisory  council  shall 
receive,  for  each  day  (including  travel  time) 
they  are  engaged  in  the  performance  of  the 
functions  of  the  advisory  council,  compensa- 
tion at  rates  not  to  exceed  the  daily  equiva- 
lent of  the  annual  rate  in  effect  for  grade 
GS-18  of  the  General  Schedule. 

■■(c)  The  term  of  office  of  an  appointed 
member  of  an  advisory  council  is  4  years. 
except  that  any  member  appointed  to  fill  a 
vacancy  for  an  unexpired  term  shall  be  ap- 
pointed for  the  remainder  of  such  term  and 
the  Secretary  shall  make  appointments  to 
an  advisory  council  in  such  manner  as  to 
ensure  that  the  terms  of  the  members  do 
not  all  expire  in  the  same  year.  A  member 
may  serve  after  the  expiration  of  the  mem- 
l>er^s  term  until  a  successor  has  taken  office. 
A  member  who  has  been  appointed  for  a 
term  of  4  years  may  not  be  reappointed  to 
an  advisory  council  before  2  years  from  the 
date  of  expiration  of  such  term  of  office.  If 
a  vacancy  occurs  in  the  advisory  council 
among  the  appointed  members,  the  Secre- 
tary shall  make  an  appointment  to  fill  the 
vacancy  within  90  days  from  the  date  the 
vacancy  occurs. 

■•(d)  The  chairman  of  an  advisory  council 
shall  be  selected  by  the  Secretary  from 
among  the  appointed  members,  except  that 
the  Secretary  may  select  the  Director  of  the 
national  research  institute  for  which  the  ad- 
visory council  is  established  to  be  the  chair- 
man of  the  advisory  council.  The  term  of 
office  of  chairman  shall  be  2  years. 

■■(e)  The  advisory  council  shall  meet  at 
the  call  of  the  chairman  or  upon  the  re- 
quest of  the  Director  of  the  national  re- 
search institute  for  which  it  was  estab- 
lished, but  at  least  3  times  each  fiscal  year. 
The  location  of  the  meetings  of  each  adviso- 
ry council  is  subject  to  the  approval  of  the 
Director  of  the  national  re.search  institute 
for  which  the  advisory  council  was  estab- 
lished. 

'■(f)  The  Director  of  the  national  research 
institute  for  which  an  advisory  council  is  es- 


tablished shall  designate  a  member  of  the 
staff  of  the  institute  to  serve  as  the  execu- 
tive secretary  of  the  advisory  council.  The 
Director  of  such  institute  shall  make  avail- 
able to  the  advisory  council  such  staff,  in- 
formation, and  other  assistance  as  it  may  re- 
quire to  carry  out  its  functions.  The  Direc- 
tor of  such  institute  shall  provide  orienta- 
tion and  training  for  new  members  of  the 
advisory  council  to  provide  them  with  such 
information  and  training  as  may  be  appro- 
priate for  their  effective  participation  in  the 
functions  of  the  advisory  council.", 
(b)  Section  217  is  amended— 

(1)  by  striking  out  subsections  (a),  (b),  (c), 
and  (d): 

(2)  by  striking  out  "(e)(1)"  and  inserting 
in  lieu  thereof  "(a)"; 

(3)  by  striking  out  "(2)"  and  inserting  in 
lieu  thereof  "(b)"; 

(4)  by  striking  out  "(3)"  and  inserting  in 
lieu  thereof  "(c)"; 

(5)  by  striking  out  "(4)"  and  inserting  in 
lieu  thereof  "(d)":  and 

(6)  by  redesignating  clauses  (A)  and  (B)  of 
subsection  (c)  (as  redesignated  by  the 
amendment  made  by  paragraph  (4)  of  this 
subsection)  as  clauses  (1)  and  (2).  respective- 
ly. 

SKC.  130«.  PI  Bl.K  HF.A1.TH  KMKROENCIES. 

Part  A  of  title  V  (as  amended  by  section 
1305  of  this  Act)  is  further  amended  by 
adding  at  the  end  thereof  the  following: 

"RESEARCH  ON  PUBLIC  HEALTH  EMERGENCIES 

■Sec.  508.  (a)  If  the  Secretary  determines, 
after  consultation  with  the  Administrator, 
the  Commissioner  of  Pood  and  Drugs,  or 
the  Director  of  the  Centers  for  Disease  Con- 
trol, that  a  disease  or  disorder  within  the  ju- 
risdiction of  a  national  research  institute 
constitutes  a  public  health  emergency,  the 
Secretary,  acting  through  the  Administra- 
tor— 

■■(1)  shall  expedite  the  review  by  advisory 
councils  and  by  peer  review  groups  of  appli- 
cations for  grants  for  research  on  such  dis- 
ease or  disorder  or  proposals  for  contracts 
for  such  research; 

■■(2)  shall  exercise  the  authority  in  section 
3709  of  the  Revised  Statutes  (41  U.S.C.  5) 
respecting  public  exigencies  to  waive  the  ad- 
vertising requirements  of  such  section  in 
the  case  of  proposals  for  contracts  for  such 
research: 

■■(3)  may  provide  administrative  supple- 
mental increases  in  existing  grants  and  con- 
tracts to  support  new  research  relevant  to 
such  disease  or  disorder;  and 

■•(4)  shall  disseminate,  to  health  profes- 
sionals and  the  public,  information  on  the 
cause,  prevention,  and  treatment  of  such 
disease  or  disorder  that  has  been  developed 
in  research  assisted  under  this  section. 
The  amount  of  an  increase  in  a  grant  or 
contract  provided  under  paragraph  (3)  may 
not  exceed  one-half  the  original  amount  of 
the  grant  or  contract. 

■■(b)  Not  later  than  90  days  after  the  end 
of  a  fiscal  year,  the  Secretary  shall  report  to 
the  Committee  on  Energy  and  Commerce  of 
the  House  of  Representatives  and  the  Com- 
mittee on  Labor  and  Human  Resources  of 
the  Senate  on  actions  taken  under  subsec- 
tion (a)  in  such  fiscal  year.". 

SEC.  I,1«7.  RESEARCH  Al  THORIZATION. 

(a)  Section  513  is  amended  to  read  as  fol- 
lows: 

■■AUTHORIZATIONS  OF  APPROPRIATIONS 

"Sec  513.  There  are  authorized  to  be  ap- 
propriated to  carry  out  this  subpart 
$69,000,000  for  fiscal  year  1987. ". 
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(b)  Section  517  is  amended  to  read  as  fol- 
lows: 

"AUTHORIZATIONS  OF  APPROPRIATIONS 

"Sec.  517.  There  are  authorized  to  be  ap- 
propriated to  carry  out  this  subpart 
$129,000,000  for  fiscal  year  1987.". 

SEC.  1308.  CHILD  ABl'SE  REPORTING. 

(a)  Section  523(e)  is  amended— 

(1)  by  redesignating  paragraphs  (1)  and 
(2)  as  subparagraphs  (A)  and  (B),  respective- 
ly: 

(2)  by  inserting  "(1)"  before  "The";  and 

(3)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(2)  The  prohibitions  of  this  section  do 
not  apply  to  the  reporting  under  State  law 
of  incidents  of  suspected  child  abuse  and  ne- 
glect to  the  appropriate  State  authorities.". 

(b)  Section  527(e)  is  amended— 

(1)  by  redesignating  paragraphs  (1)  and 
(2)  as  subparagraphs  (A)  and  (B),  respective- 
ly; 

(2)  by  inserting  "(1)"  before  "The";  and 

(3)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(2)  The  prohibitions  of  this  section  do 
not  apply  to  the  reporting  under  State  law 
of  incidents  of  suspected  child  abuse  and  ne- 
glect to  the  appropriate  State  authorities.". 

SEC.  1309.  SUICIDE. 

Section  501  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"(i)(l)  The  Secretary  shall— 

"(A)  develop  and  publish  information  re- 
specting the  causes  of  suicide  among  indi- 
viduals under  the  age  of  21  and  the  meahs 
of  preventing  suicide  among  such  individ- 
uals, and 

"(B)  make  such  information  generally 
available  to  the  public  and  health  profes- 
sionals. 

"(2)  By  January  1,  1988,  and  every  3  years 
thereafter,  the  Secretary  shall  report  to  the 
Congress  on  the  activities  undertaken  under 
paragraph  ( 1 )  during  the  period  reported  on 
and  shall  include  in  each  such  report  an  as- 
sessment of  the  effectiveness  of  such  activi- 
ties.". 

SEC.  1310.  PREPARATION  OF  PUBLIC  SERVICE  AN- 
NOUNCEMENTS. 

(a)  Section  503  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsec- 
tion: 

"(e)(1)  The  Secretary,  acting  through  the 
Institute  and  in  consultation  with  the  Direc- 
tor of  the  Office  on  Smoking  and  Health, 
shall  prepare  for  distribution  announce- 
ments for  television  to  educate  the  public, 
particularly  women,  concerning  the  dangers 
resulting  from  cigarette  smoking  by  women. 
In  the  preparation  of  such  announcements, 
the  Secretary  shall,  to  the  extent  feasible, 
use  appropriate  private  organizations  and 
business  concerns. 

"(2)  Of  the  amount  appropriated  under 
section  517  for  each  of  the  fiscal  years  1987, 
1988.  and  1989,  $250.0(n)  shall  be  available  to 
carry  out  paragraph  (1)  for  such  fiscal 
year.". 

(b)  Section  517  (as  amended  by  section 
1307(b)  of  this  Act)  is  further  amended  by 
inserting  "section  503(e)  and"  before  "this 
subpart". 

SEC.    1311.    NATIONAL    PLAN    TO    COMBAT    DRUG 
ABUSE. 

By  October  1,  1988,  the  Secretary  of 
Health  and  Human  Services  shall  prepare 
and  transmit  to  the  Congress  a  report  which 
sets  forth  a  comprehensive  national  plan  to 
combat  drug  abuse.  The  report  shall  in- 
clude— 


(Da  description  of  a  model  program  for 
activities  to  be  conducted  by  the  States  to 
combat  drug  abuse; 

(2)  an  analysis  of  the  social  and  economic 
costs  of  drug  abuse  to  the  Nation,  including 
amounts  expended  by  public  agencies  and 
private  organizations— 

(A)  for  the  treatment  of  individuals  for 
drug  abuse,  including  a  division  of  such 
amounts  among"  the  types  of  settings  in 
which  such  treatment  is  provided; 

(B)  for  treatment  of  individuals  for  health 
problems  resulting  from  drug  abuse;  and 

(C)  to  meet  other  costs  resulting  from 
drug  abuse,  such  as  costs  resulting  from  lost 
employee  productivity; 

(3)  an  assessment  of  current  treatment 
and  rehabilitation  needs  and  the  rurrent  in- 
tegration and  financing  of  drug  treatment 
and  rehabilitation  into  the  Nation's  health 
care  system; 

(4)  an  assessment  of  personnel  needs  in 
the  fields  of  research,  treatment,  rehabilita- 
tion, and  prevention; 

(5)  a  statement  of  specific  goals  and  objec- 
tives to  meet  the  Nation's  current  treat- 
ment, rehabilitation,  and  personnel  needs  in 
the  area  of  drug  abuse; 

(6)  estimates  of  public  and  private  re- 
sources needed  to  accomplish  the  goals  and 
objectives  referred  to  in  paragraph  (5)  and 
estimates  of  savings  in  resources  that  can  be 
anticipated  from  the  achievement  of  such 
goals  and  objectives. 

SEC.  1312.  CLEARINGHOUSE. 

The  Secretary  of  Health  and  Human  Serv- 
ices, through  the  Administrator  of  the  Alco- 
hol, Drug  Abuse,  and  Mental  Health  Admin- 
istration, shall  establish  a  clearinghouse  for 
alcohol  and  drug  abuse  information  to 
assure  the  widespread  dissemination  of  such 
information  to  States,  political  subdivisions, 
school  systems,  and  the  general  public.  The 
clearinghouse  shall— 

(1)  disseminate  publications  by  the  Na- 
tional Institute  on  Alcohol  Abuse  and  Alco- 
holism, the  National  Institute  on  Drug 
Abuse,  and  the  Department  of  Education 
concerning  alcohol  abuse  and  drug  abuse; 

(2)  disseminate  accurate  information  con- 
cerning the  health  effects  of  alcohol  abuse 
and  drug  abuse; 

(3)  collect  and  disseminate  information 
concerning  successful  alcohol  abuse  and 
drug  abuse  education  and  prevention  curric- 
ula; and 

(4)  collect  and  disseminate  information  on 
effective  and  ineffective  school-based  alco- 
hol abuse  and  drug  abuse  education  and 
prevention  programs,  particularly  effective 
programs  which  stress  that  the  use  of  illegal 
drugs  and  the  abuse  of  alcohol  is  wrong  and 
harmful. 

SEC.  1313.  STUDY  ON  ALKYL  NITRATES. 

The  Secretary  of  Health  and  Human  Ser\-- 
ices.  through  the  Commissioner  of  Food  and 
Drugs,  should  conduct  a  study  on  alkyl  ni- 
trates and  report  to  the  appropriate  com- 
mittees of  the  Congress  recommendations 
concerning  whether  alkyl  nitrates  should  be 
treated  as  a  drug  under  the  Pood,  Drug,  and 
Cosmetic  Act. 

Subtitle  D — Drug  Interdiction  and  International 
Cooperation 

PART  1— MANSFIELD  AMENDMENT 

SEC.  Mil.  FOREIGN  POLICE  ARREST  ACTIONS. 

Section  481(c)  of  the  Foreign  Assistance 
Act  of  1961  is  amended— 

( 1 )  in  paragraph  ( 1 ),  by  striking  out  in  the 
first  sentence  "engage  or  participate  in  any 
direct  police  arrest  action  in  any  foreign 
country"  and  inserting  in  lieu  thereof  "di- 


rectly make  an  arrest  in  any  foreign  country 
as  part  of  any  foreign  police  action";  and 

(2)  by  amending  paragraph  (2)  to  read  as 
follows: 

"(2)  Nothing  in  paragraph  (1)  prevents 
such  employee  or  officer— 

"(A)  from  being  present  at  the  scene  of  an 
arrest  or  otherwise  assisting  foreign  officers 
in  making  an  arrest;  or 

"(B)  from  taking  direct  action  to  protect 
life  or  safety  if  exigent  circumstances  arise 
in  the  course  of  an  arrest  which  are  unan- 
ticipated and  which  pose  an  immediate 
threat  to  United  States  or  foreign  officers 
or  to  members  of  the  public". 

PART  II— NARCOTICS  TRAFFICKERS 
DEPORTATION  ACT 

SEC.  I42I.  AMENDMENT  TO  THE  IMMIGRATION  AND 
NATIONALITY  ACT. 

(a)  Section  212(a)(23)  of  the  Immigration 
and  Nationality  Act  (8  U.S.C.  1182(a)(23))  is 
amended— 

(1)  by  striking  out  "any  law  or  regulation 
relating  to"  and  all  that  follows  through 
"addiction-sustaining  opiate"  and  inserting 
in  lieu  thereof  "any  law  or  regulation  of  a 
State,  the  United  States,  or  a  foreign  coun- 
try relating  to  a  controlled  substance  (as  de- 
fined in  section  102  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  802))";  and 

(2)  by  striking  out  "any  of  the  aforemen- 
tioned drugs"  and  inserting  in  lieu  thereof 
"any  such  controlled  substance". 

(b)  Section  241(a)(ll)  of  such  Act  (8 
U.S.C.  1251(a)(ll))  is  amended  by  striking 
out  "any  law  or  regulation  relating  to"  and 
all  that  follows  through  'addition-sustain- 
ing opiate"  and  inserting  in  lieu  thereof 
"any  law  or  regulation  or  a  State,  the 
United  States,  or  a  foreign  country  relating 
to  a  controlled  substance  (as  defined  in  sec- 
tion 102  of  the  Controlled  Substance^  Act 
(21  U.S.C.  802))". 

(c)  The  amendments  made  by  this  section 
shall  apply  to  convictions  occurring  before, 
on.  or  after  the  date  of  the  enactment  of 
this  part,  and  the  amendments  made  by  sub- 
section (a)  shall  apply  to  aliens  entering  the 
United  States  after  the  date  of  the  enact- 
ment of  this  part. 

PART  III— CUSTOMS  ENFORCEMENT 

SEC.  1431.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Cus- 
toms Enforcement  Act  of  1986". 

Subpart  A — TarifT  Act  Amendments 

SEC.  14J2.  CONTROLLED  SI  BSTANCES  DEFINED. 

Section  401  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1401)  is  amended— 

( 1 )  by  striking  out  the  period  in  subsection 
(c)  and  inserting  in  lieu  thereof  "and  mone- 
tary instruments  as  defined  in  section  5312 
of  title  31,  United  States  Code. ", 

(2)  by  striking  out  the  following:  "For  the 
purposes  of  sections  432,  433,  434,  448,  585. 
and  586  of  this  Act,  any  vessel  which  has 
visited  any  hovering  vessel  shall  be  deemed 
to  arrive  or  have  arrived,  as  the  case  may 
be,  from  a  foreign  port  or  place.". 

(3)  by  striking  out  "The  term"  in  subsec- 
tion (k)  and  inserting  in  lieu  thereof  "(1) 
The  term ", 

(4)  by  adding  at  the  end  of  subsection  (k) 
the  following  new  paragraph: 

"(2)  For  the  purposes  of  sections  432,  433, 
434.  448.  585.  and  586.  any  vessel  which— 

"(A)  has  visited  any  hov'ering  vessel. 

"(B)  has  received  merchandise  while  in 
the  customs  waters  beyond  the  territorial 
sea.  or 

"(C)  has  received  merchandise  on  the 
high  seas. 
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shall  be  deemed  to  arrive  or  have  arrived,  as 
the  case  may  be.  from  a  foreign  port  or 
place.",  and 

(5)  by  adding  at  the  end  thereof  the  fol- 
lowing: 

"(m)  CoNTROixED  Substance.— The  term 
'controlled  substance'  has  the  meaning 
given  to  such  term  by  section  102(6)  of  the 
Controlled  Substances  Act  (21  U.S.C. 
802(6)).". 

SEC.  1433.  REPORT  OF  ARRIVAL  OF  VESSELS.  VEHI- 
CLES. AND  AIRCRAFT. 

Section  433  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1433)  is  amended  to  read  as  follows: 

"SEC.  433.  REPORT  OF  ARRIVAL  OF  VESSELS.  VEHI- 
CLES. AND  AIRCRAFT. 

"(a)  Vessel  Arrival.— 

"(1)  Immediately  upon  the  arrival  at  any 
port  or  place  within  the  United  States  or 
the  Virgin  Islands  of— 

"(A)  any  vessel  from  a  foreign  port  or 
place: 

"(B)  any  foreign  vessel  from  a  domestic 
port;  or 

"(C)  any  vessel  of  the  United  States  carry- 
ing bonded  merchandise,  or  foreign  mer- 
chandise for  which  entry  has  not  been 
made: 

the  master  of  the  vessel  shall  report  the  ar- 
rival at  the  nearest  customs  facility  or  such 
other  place  as  the  Secretary  may  prescribe 
by  regulations. 

"(2)  The  Secretary  may  by  regulation— 

"(A)  prescribe  the  manner  in  which  arriv- 
als are  to  be  reported  under  paragraph  (1): 
and 

"(B)  extend  the  time  in  which  reports  of 
arrival  must  be  made,  but  not  beyond  24 
hours  after  arrival. 

"(b)  Vehicle  Arrival.— 

"(1)  Vehicles  may  arrive  in  the  United 
States  only  at  border  crossing  points  desig- 
nated by  the  Secretary. 

"(2)  Except  as  otherwise  authorized  by 
the  Secretary,  immediately  upon  the  arrival 
of  any  vehicle  in  the  United  States  at  a 
border  crossing  point,  the  person  in  charge 
of  the  vehicle  shall— 

"(A)  report  the  arrival;  and 

"(B)  present  the  vehicle,  and  all  persons 
and  merchandise  (including  baggage)  on 
board,  for  inspection; 

to  the  customs  officer  at  the  customs  facili- 
ty designated  for  that  crossing  point. 

"(c)  Aircraft  Arrival.— The  pilot  of  any 
aircraft  arriving  in  the  United  States  from 
any  foreign  airjjort  or  place  shall  comply 
with  such  advance  notification,  arrival  re- 
porting, and  landing  requirements  as  the 
Secretary  may  by  regulation  prescribe. 

"(d)  Presentation  of  Documentation.— 
The  master,  person  in  charge  of  a  vehicle. 
or  aircraft  pilot  shall,  present  to  customs  of- 
ficers such  dcKuments,  papers,  or  manifests 
as  the  Secretary  may  by  regulation  pre- 
scribe.". 

SEC.  1414.  PENALTIES  FOR  ARRIVAL.  REPORTING. 
ENTRY.  AND  DEPARTl'RE  VIOLATIONS. 

(a)  Section  436  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1436)  is  amended  to  read  as  fol- 
lows: 

-SEC.  43«.  PENALTIES  FOR  VIOLATIONS  OF  THE  AR- 
RIVAL. REPORTING.  AND  ENTRY  RE- 
Ql'IREMENTS. 

"(a)  Unlawful  Acts.— It  is  unlawful— 

"(1)  to  fail  to  comply  with  subsection  (a), 
(b).  or  (c)  of  section  433; 

"(2)  to  present  any  forged,  altered,  or 
false  document  or  paper  to  a  customs  officer 
under  section  433(d)  without  revealing  the 
facts; 

"(3)  to  fail  to  make  entry  as  required  by 
section  434,  435,  or  644  of  this  Act  or  section 
1109  of  the  Federal  Aviation  Act  (49  U.S.C. 
App.  1509);  or 


"(4)  to  fail  to  comply  with,  or  violate,  any 
regulation  prescribed  under  any  section  re- 
ferred to  in  any  of  the  preceding  para- 
graphs. 

"(b)  Civil  Penalty.— Any  master,  person 
in  charge  of  a  vehicle,  or  aircraft  pilot  who 
violates  any  provision  of  subsection  (a)  is 
liable  for  a  civil  penalty  of  $5,000  for  the 
first  violation,  and  $10,000  for  each  subse- 
quent violation,  and  any  conveyance  used  in 
connection  with  any  such  violation  is  sub- 
ject to  seizure  and  forfeiture. 

"(c)  Criminal  Penalty.— Any  master, 
person  in  charge  of  a  vehicle,  or  aircraft 
pilot  who  willfully  commits  any  violation 
enumerated  in  subsection  (a)  shall  be  liable 
for  an  additional  fine  of  not  more  than 
$2,000  or  imprisonment  for  not  more  than  1 
year,  or  both,  and  if  the  conveyance  has,  or 
is  discovered  to  have  had,  on  board— 

"(1)  any  merchandise  (other  than  sea 
stores  or  the  equivalent  for  conveyances 
other  than  vessels)  the  importation  of 
which  into  the  United  States  is  prohibited, 
or 

"(2)    any    controlled    substances,    spirits, 
wines,  or  other  alcoholic  liquors, 
such  person  shall  be  liable  for  an  additional 
fine  of  not  more  than  $10,000  and  imprison- 
ment for  not  more  than  5  years,  or  both. 

"(d)  Additional  Civil  Penalty.— If  any 
controlled  substance  is  imported  or  brought 
into  the  United  States  in  or  aboard  a  con- 
veyance which  was  not  properly  reported  or 
entered,  the  master,  person  in  charge  of  a 
vehicle,  or  aircraft  pilot  shall  be  liable  for 
an  additional  penalty  equal  to  the  value  of 
the  merchandise  and  the  merchandise  shall 
be  seized  and  forfeited  unless  properly  en- 
tered by  the  importer  or  consignee.  If  the 
merchandise  consists  of  the  controlled  sub- 
stances listed  in  section  584  of  this  Act,  the 
master,  person  in  charge  of  a  vehicle,  or 
pilot  shall  be  liable  for  the  penalties  pre- 
scribed in  that  section.". 

(b)  Section  585  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1585)  is  amended— 

(1)  by  striking  out  "shall  be  liable  to  a 
penalty  of  $5,000."  after  "vessel";  and 

(2)  by  striking  out  "$500"  and  inserting  in 
lieu  thereof  "$5,000  for  the  first  violation, 
and  $10,000  for  each  subsequent  violation.". 

SEC.  1435.  PENALTY  FOR  UNLOADING  OF  PASSEN- 
GERS. 

Section  454  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1454)  is  amended  by  striking  out 
"$500  for  each"  and  inserting  in  lieu  thereof 
"$1,000  for  the  first  passenger  and  $500  for 
each  additional". 

SEC.   1436.   REPORTING   REMl  IREMENTS  FOR  INDI- 
VIDIALS. 

(a)  Section  459  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1459)  is  amended  to  read  as  fol- 
lows: 

"SEC.  459.  REPORTING   REQl'IREMENTS  FOR  INDI- 
VIDIAIA 

"(a)  Individuals  Arriving  Other  Than  by 
Conveyance.— Except  as  otherwise  author- 
ized by  the  Secretary,  individuals  arriving  in 
the  United  States  other  than  by  vessel,  vehi- 
cle, or  aircraft  shall— 

"(1)  enter  the  United  States  only  at  a 
border  crossing  point  designated  by  the  Sec- 
retary; and 

"(2)  immediately— 

"(A)  report  the  arrival,  and 

"(B)  present  themselves,  and  all  articles 
accompanying  them,  for  inspection; 
to  the  customs  officer  at  the  customs  facili- 
ty designated  for  that  crossing  point. 

"(b)  Individuals  Arriving  by  Reported 
Conveyance.— Except  as  otherwise  author- 
ized by  the  Secretary,  passengers  and  crew 
members  aboard  a  conveyance  the  arrival  in 
the  United  States  of  which  was  made  or  re- 
ported in  accordance  with  section  433  or  644 


of  this  Act  or  section  1109  of  the  Federal 
Aviation  Act  of  1958,  or  in  accordance  with 
applicable  regulations,  shall  remain  aboard 
the  conveyance  until  authorized  to  depart 
the  conveyance  by  the  appropriate  customs 
officer.  Upon  departing  the  conveyance,  the 
passengers  and  crew  members  shall  immedi- 
ately report  to  the  designated  customs  facil- 
ity with  all  articles  accompanying  them. 

"(c)  Individuals  Arriving  by  Unreported 
Conveyance.— Individuals  aboard  a  convey- 
ance the  arrival  in  the  United  States  of 
which  was  not  made  or  reported  in  accord- 
ance with  the  laws  or  regulations  referred 
to  in  subsection  (b)  shall  immediately  notify 
a  customs  officer  and  report  their  arrival, 
together  with  appropriate  information  con- 
cerning the  conveyance  on  or  in  which  they 
arrived,  and  present  their  property  for  cus- 
toms examination  and  inspection. 

"(d)  Departure  FIiom  Designated  Cus- 
toms Facilities.— Any  person  required  to 
report  to  a  designated  customs  facility 
under  subsection  (a),  (b),  or  (c)  may  not 
depart  that  facility  until  authorized  to  do  so 
by  the  appropriate  customs  officer. 

"(e)  Unlawful  Acts.— It  is  unlawful— 

"(1)  to  fail  to  comply  with  subsection  (a), 
(b),  or(c); 

"(2)  to  present  any  forged,  altered,  or 
false  documents  or  paper  to  a  customs  offi- 
cer under  subsection  (a),  (b),  or  (c)  without 
revealing  the  facts: 

"(3)  to  violate  subsection  (d);  or 

"(4)  to  fail  to  comply  with,  or  violate,  any 
regulation  prescribed  to  carry  out  subsec- 
tion (a),  (b).  (c),  or  (d). 

"(f)  Civil  Penalty.— Any  individual  who 
violates  any  provision  of  subsection  (e)  is 
liable  for  a  civil  penalty  of  $1,000  for  the 
first  violation,  and  $2,000  for  each  subse- 
quent violation. 

"(g)  Criminal  Penalty.— In  addition  to 
being  liable  for  a  civil  penalty  under  subsec- 
tion (f),  any  individual  who  intentionally 
commits  any  violation  described  in  subsec- 
tion (e)  is,  upon  conviction,  liable  for  a  fine 
of  not  more  than  $5,000.  or  imprisonment 
for  not  more  than  1  year,  or  both.". 

(b)  Section  460  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1460)  is  repealed. 

SEC.  1437.  PENALTY  FOR  FAILURE  TO  DECLARE. 

Section  497  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1497)  is  amended  to  read  as  follows: 

•SEC.  497.  PENALTIES  FOR  FAILURE  TO  DECLARE. 

"(a)  In  General.— 

"(1)  Any  article  which— 

"(A)  is  not  included  in  the  declaration  and 
entry  as  made,  and 

"(B)  is  not  mentioned  before  examination 
of  the  baggage  begins— 

"(i)  in  writing  by  such  person,  if  written 
declaration  and  entry  was  required,  or 

"(ii)  orally,  if  written  declaration  and 
entry  was  not  required, 
shall  be  subject  to  forfeiture  and  such 
person  shall  be  liable  for  a  penalty  deter- 
mined under  paragraph  (2)  with  respect  to 
such  article. 

"(2)  The  amount  of  the  penalty  imposed 
under  paragraph  ( 1 )  with  respect  to  any  ar- 
ticle is  equal  to— 

"(A)  if  the  article  is  a  controlled  sub- 
stance, 200  percent  of  the  value  of  the  arti- 
cle, and 

"(B)  if  the  article  is  not  a  controlled  sub- 
stance, the  value  of  the  article. 

"(b)  Value  of  Controlled  Substances.— 

"(1)  Notwithstanding  any  other  provision 
of  this  Act,  the  value  of  any  controlled  sub- 
stance shall,  for  purposes  of  this  section,  be 
equal  to  the  amount  determined  by  the  Sec- 
retary, in  consultation  with  the  Attorney 
General  of  the  United  States,  to  be  equal  to 
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the  price  at  which  such  controlled  sub- 
stance is  likely  to  be  illegally  sold  to  the 
consumer  of  such  controlled  substance. 

"(2)  The  Secretary  and  the  Attorney  Gen- 
eral of  the  United  States  shall  establish  a 
method  of  determining  the  price  at  which 
each  controlled  substance  is  likely  to  be  ille- 
gally sold  to  the  consumer  of  such  con- 
trolled substance.". 

SEC.  1438.  FALSE  MANIFESTS:  LACK  OF  MANIFESTS. 

Section  584  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1584)  is  amended— 

(1)  by  striking  out  "$500"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "$1,000", 

(2)  by  striking  out  "$S0"  in  subsection 
(aK2)  and  inserting  in  lieu  thereof  "$1,000", 

(3)  by  striking  out  "$25"  in  subsection 
(a)(2)  and  inserting  in  lieu  thereof  "$500". 
and 

(4)  by  striking  out  "$10"  in  subsection 
(a)(2)  and  inserting  in  lieu  thereof  "$200". 

SEC.   1439.   UNLAWFUL  UNLOADING  OF  MERCHAN- 
DISE. 

Section  586  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1586)  is  amended— 

(1)  by  striking  out  "$1,000"  each  place  it 
appears    and     inserting     in    lieu    thereof 

•$10,000", 

(2)  by  striking  out  "two  years"  in  subsec- 
tion (e)  and  inserting  in  lieu  thereof  "15 
years",  and 

(3)  by  striking  out  "within  one  league  of 
the  coast"  in  subsection  (e)  and  inserting  in 
lieu  thereof  "within  customs  waters". 

SEC.  1440.  AVIATION  SMUGGLING. 

The  Tariff  Act  of  1930  is  amended  by  in- 
serting after  section  589  the  following  new 
section: 

"SEC.  590.  AVIATION  SMUGGLING. 

"(a)  In  General.— It  shall  be  unlawful  for 
the  pilot  of  any  aircraft  to  transport,  or  for 
any  person  on  board  any  aircraft  to  possess, 
controlled  substances  knowing  or  intending 
that  the  controlled  substances  will  be  intro- 
duced into  the  United  States  unlawfully. 

"(b)  Sea  Transfers.— It  shall  be  unlawful 
for  any  person  to  transfer  controlled  sub- 
stances between  an  aircraft  and  a  vessel  on 
the  high  seas  or  in  the  customs  waters  of 
the  United  States  if  such  person  has  not 
been  authorized  by  the  Secretary  to  make 
such  transfer  and— 

"(1)  either— 

"(A)  the  aircraft  is  owned  by  a  citizen  of 
the  United  States  or  is  registered  in  the 
United  States,  or 

"(B)  the  vessel  is  a  vessel  of  the  United 
States  (within  the  meaning  of  section  3(b) 
of  the  Anti-Smuggling  Act  (19  U.S.C. 
1703(b)).  or 

"(2)  regardless  of  the  nationality  of  the 
vessel  or  aircraft,  such  transfer  is  made 
under  circumstances  indicating  the  intent  to 
make  it  possible  for  such  controlled  sub- 
stances, or  any  part  thereof,  to  be  intro- 
duced into  the  United  States  unlawfully. 

"(c)  Penalties.— 

"(1)  Any  person  who  violates  any  provi- 
sion of  this  section  shall  be  civilly  liable  for 
a  fine  equal  to  twice  the  value  of  the  con- 
trolled substance  involved  but  not  less  than 
$10,000  and,  in  addition  to  such  civil  penal- 
ty, shall  be  liable  for  a  fine  of  $250,000  or 
imprisonment  for  a  period  of  20  years,  or 
both. 

"(2)  For  purposes  of  this  subsection,  the 
value  of  any  controlled  substance  shall  be 
determined  in  accordance  with  section 
497(b). 

"(d)  Seizure  and  Forfeiture.— Any  vessel 
or  aircraft  used  in  connection  with,  or  in 
aiding  or  facilitating,  any  of  the  unlawful 
acts  described  in  this  section  (whether  or 
not  any  person  is  charged  in  connection 


with  such  acts)  shall  be  seized  and  civilly 
forfeited  in  accordance  with  the  customs 
laws. 

"(e)  Intent  of  Transfer  of  Controlled 
Substances.— For  purposes  of  this  Act,  any 
one  of  the  following  acts,  when  performed 
within  250  miles  of  the  territorial  sea  of  the 
United  States  shall  be  prima  facie  evidence 
that  the  transportation  or  possession  of  con- 
trolled substances  was  unlawful  and  shall  be 
presumed  to  constitute  circumstances  indi- 
cating that  the  intent  of  the  transfer  is  to 
make  it  possible  for  such  controlled  sub- 
stances, or  any  part  thereof,  to  be  intro- 
duced into  the  United  States  unlawfully, 
and  for  purposes  of  subsection  (d)  or  section 
596,  shall  be  prima  facie  evidence  that  an 
aircraft  or  vessel  was  used  in  connection 
with,  or  to  aid  or  facilitate,  a  violation  of 
this  section: 

"(1)  the  operation  of  an  aircraft  or  a 
vessel  without  lights  during  such  times  as 
lights  are  required  to  be  displayed  under  ap- 
plicable law; 

"(2)  the  presence  on  an  aircraft  of  an  aux- 
iliary fuel  tank  which  is  not  installed  in  ac- 
cordance with  applicable  law; 

"(3)  the  failure  to  correctly  identify— 

"(A)  the  vessel  by  name  and  the  country 
of  registration,  or 

"(B)  the  aircraft  by  registration  number 
and  country  of  registration, 
when  requested  to  do  so  by  a  customs  offi- 
cer or  other  government  authority; 

"(4)  the  external  display  of  false  registra- 
tion numbers,  false  country  of  registration, 
or,  in  the  case  of  a  vessel,  false  name; 

"(5)  the  presence  on  board  of  unmanifest- 
ed  merchandise,  the  importation  of  which  is 
prohibited  or  restricted; 

"(6)  the  presence  on  board  of  controlled 
substances  which  are  not  manifested  or 
which  are  not  accompanied  by  the  permits 
or  licenses  required  under  the  Single  Con- 
vention on  Narcotic  Drugs  or  any  other 
international  treaty; 

"(7)  the  presence  of  any  compartment  or 
equipment  which  is  built  or  fitted  out  for 
smuggling;  or 

"(8)  the  failure  of  a  vessel  to  stop  when 
hailed  by  a  customs  officer  or  other  govern- 
ment authority.". 

SEC.  1441.  SEIZURE  OF  CONVEYANCES. 

Section  594  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1594)  is  amended  to  read  as  follows: 

•SEC.  594.  SEIZURE  OF  CONVEYANCES. 

"(a)  In  General.— Whenever— 
"(1)  any  vessel,  vehicle,  or  aircraft,  or 
"(2)  the  owner  or  operator,  or  the  master, 
pilot,  conductor,  driver,  or  other  person  in 
charge  of  a  vessel,  vehicle,  or  aircraft, 
is  subject  to  a  penalty  for  violation  of  the 
customs  laws,  the  conveyance  involved  shall 
be  held  for  the  payment  of  such  penalty 
and  may  be  seized  and  forfeited  and  sold  in 
accordance  with  the  customs  laws.  The  pro- 
ceeds of  sale,  if  any.  in  excess  of  the  as- 
sessed   penalty    and    expenses    of    seizing, 
maintaining,  and  selling  the  property  shall 
be  held  for  the  account  of  any  interested 
party. 

"(b)  Exceptions.— No  conveyance  used  by 
any  person  as  a  common  carrier  in  the 
transaction  of  business  as  a  common  carrier 
is  subject  to  seizure  or  forfeiture  under  the 
customs  laws  for  violations  relating  to  mer- 
chandise contained— 

"(1)  in  baggage  belonging  to  and  accompa- 
nying a  passenger  being  lawfully  transport- 
ed on  such  conveyance;  or 

"(2)  in  the  cargo  of  the  conveyance  if  the 
cargo  is  listed  on  the  manifest  and  marks, 
numbers,    weights    and    quantities    of    the 


outer  packages  or  containers  agree  with  the 

manifest; 

unless  the  owner  or  operator,  or  the  master, 

pilot,  conductor,  driver  or  other  person  in 

charge  participated  in,  or  had  knowledge  of, 

the  violation,  or  was  grossly  negligent  in 

preventing  or  discovering  the  violation. 

"(c)  Controlled  Substances  on  Convey- 
ANCE.— If  any  controlled  substances  are 
found  to  be,  or  to  have  been— 

"(1)  on  board  a  conveyance  used  as  a 
common  carrier  in  the  transaction  of  busi- 
ness as  a  common  carrier  in  one  or  more 
packages  or  containers— 

"(A)  that  are  not  manifested  (or  not 
shown  on  bills  of  lading  or  airway  bills);  or 

"(B)  whose  marks,  numbers,  weight  or 
quantities  disagree  with  the  manifest  (or 
with  the  bills  of  lading  or  airway  bills);  or 

"(2)  concealed  in  or  on  such  a  conveyance, 
but  not  in  the  cargo; 

the  conveyance  may  be  seized,  and  after  in- 
vestigation, forfeited  unless  it  appears  to 
the  satisfaction  of  the  Secretary  that  nei- 
ther the  owner  or  operator,  master,  pilot, 
nor  any  other  employee  responsible  for 
maintaining  and  insuring  the  accuracy  of 
the  cargo  manifest  knew,  or  by  the  exercise 
of  the  highest  degree  of  care  and  diligence 
could  have  known,  that  such  controlled  sub- 
stances were  on  board. 

"(d)  Definitions.— For  purposes  of  this 
section— 

"(1)  The  term  "owner  or  operator'  in- 
cludes— 

■(A)  a  lessee  or  person  operating  a  convey- 
ance under  a  rental  agreement  or  charter 
party; 

"(B)  the  officers  and  directors  of  a  corpo- 
ration; 

"(C)  station  managers  and  similar  supervi- 
sory ground  personnel  employed  by  airlines; 

"(D)  one  or  more  partners  of  a  partner- 
ship; 

"(E)  representatives  of  the  owner  or  oper- 
ator in  charge  of  the  passenger  or  cargo  op- 
erations at  a  particular  location;  and 

"(F)  and  other  persons  with  similar  re- 
sponsibilities. 

"(2)  The  term  master'  and  similar  terms 
relating  to  the  person  in  charge  of  a  convey- 
ance includes  the  purser  or  other  person  on 
the  conveyance  who  is  responsible  for  main- 
taining records  relating  to  the  cargo  trans- 
ported in  the  conveyance.". 

SEC.  1442.  SEARCHES  AND  SEIZURES. 

Subsection  (a)  of  section  595  of  the  Tariff 
Act  of  1930  (19  U.S.C.  1595)  is  amended  to 
read  as  follows: 

•(a)(1)  If  any  officer  or  person  authorized 
to  make  searches  and  seizures  shall  have 
cause  to  suspect  the  presence  of — 

••(A)  any  merchandise  upon  which  the 
duties  have  not  been  paid  or  which  has  been 
otherwise  brought  into  the  United  States 
contrary  to  law. 

••(B)  any  controlled  substance  which  is 
subject  to  forfeiture  under  any  provision  of 
law  enforced  or  administered  by  the  United 
States  Customs  Ser\'ice,  or 

••(C)  any  documents,  containers,  wrap- 
pings, or  other  articles  which  are  evidence 
of  violations  of  the  Controlled  Substances 
Import  and  Export  Act, 
in  any  dwelling  house,  store,  or  other  build- 
ing or  place,  such  officer  or  person  may 
apply,  under  oath,  to  any  justice  of  the 
peace,  to  any  municipal,  county.  State,  or 
Federal  judge,  or  to  any  Federal  magistrate 
for  a  warrant  and  shall  thereupon  be  enti- 
tled to  a  warrant  to  enter  such  dwelling 
house  in  the  daytime  only,  or  such  store  or 
other  building  or  place  at  night  or  by  day. 
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and  to  search  for  and  seize  such  merchan- 
dise or  other  article  named  in  such  warrant. 
"(2)  If  any  house,  store,  or  other  building 
or  place  Is  located  upon  or  within  ten  feet  of 
the  boundary  line  between  the  United 
States  and  a  foreign  country  and  any  mer- 
chandise or  other  article  subject  to  forfeit- 
ure is  found  in  such  house,  store,  or  other 
building  or  place,  the  portion  of  such  house, 
store,  or  other  building  or  place  that  is 
within  the  United  States  may  be  taken 
down  or  removed.". 

sec.  1443.  FORFEITURES. 

Section  596  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1595a)  is  amended— 

(1)  by  striking  out  "in  the  proviso  to  sec- 
tion 594"  and  inserting  in  lieu  thereof  "in 
subsection  (b)  or  (c)  of  section  594". 

(2)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection: 

"(c)  Any  controlled  substance  that  is  or 
has  been  introduced,  or  attempted  to  be  in- 
troduced, into  the  United  States  contrary  to 
law  shall  be  seized  and  forfeited.". 

SEC.  1444.  PROCEEDS  OF  FORFEITED  PROPERTY. 

Section  613  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1613)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsections: 

"(c)  Treatment  of  Deposits.— If  property 
is  seized  by  the  Secretary  under  a  law  en- 
forced or  administered  by  the  United  States 
Customs  Service,  or  otherwise  acquired 
under  section  605  of  this  Act.  and  relief 
from  the  forfeiture  is  granted  by  the  Secre- 
tary upon  terms  requiring  the  deposit  or  re- 
tention of  a  monetary  amount  in  lieu  of  the 
forfeiture,  the  amount  recovered  shall  be 
treated  in  the  same  manner  as  the  proceeds 
of  sale  of  a  forfeited  item. 

"(d)  Expenses.— In  any  judicial  or  admin- 
istrative proceeding  to  forfeit  property 
under  any  law  enforced  or  administered  by 
the  United  States  Customs  Service  or  the 
Coast  Guard,  the  seizure,  storage,  and  other 
expenses  related  to  the  forfeiture  that  are 
incurred  by  the  United  States  Customs 
Service  or  the  Coast  Guard  after  the  sei- 
zure, but  before  the  institution  of.  or 
during,  the  proceedings,  shall  l>e  a  priority 
claim  in  the  same  manner  as  the  court  costs 
and  the  expenses  of  the  Federal  marshal.". 

SEC.  1445.  COMPE.NSATIOS  TO  INFORMERS. 

Section  619  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1619)  is  amended  to  read  as  follows: 

•SEC.  «19.  AWARD  OF  COMPENSATIO.N  TO  INFORM- 
ERS. 

"(a)  In  General.— 

"(1)  If  any  person  who  is  not  an  employee 
or  officer  of  the  United  States— 

"(A)  detects  and  seizes  any  vessel,  vehicle, 
aircraft,  merchandise,  or  baggage  subject  to 
seizure  and  forfeiture  under  the  customs 
laws  or  the  navigation  laws  and  reports  such 
detection  and  seizure  to  a  customs  offtcer, 
or 

"(B)  furnishes  to  a  United  States  attor- 
ney, the  Secretary  of  the  Treasury,  or  any 
customs  officer  original  information  con- 
cerning— 

"(i)  any  fraud  upon  the  customs  revenue, 
or 

"(ii)  any  violation  of  the  customs  laws  or 
the  navigation  laws  which  is  being,  or  has 
been,  perpetrated  or  contemplated  by  any 
other  person,  and 

"(2)  such  detection  and  seizure  or  such  in- 
formation leads  to  a  recovery  of— 

"(A)  any  duties  withheld,  or 

"(B)  any  fine,  penalty,  or  forfeiture  of 
property  incurred, 

the  Secretary  may  award  and  pay  such 
r>erson  an  amount  that  does  not  exceed  25 
Ijercent  of  the  net  amount  so  recovered. 

"(b)  Forfeited  Property  Not  Sold.— If— 


"(1)  any  vessel,  vehicle,  aircraft,  merchan- 
dise, or  baggage  is  forfeited  to  the  United 
States  and  is  thereafter,  in  lieu  of  sale— 

"(A)  destroyed  under  the  customs  or  navi- 
gation laws,  or 

"(B)  delivered  to  any  governmental 
agency  for  official  use.  and 

"(2)  any  person  would  be  eligible  to  re- 
ceive an  award  under  subsection  (a)  but  for 
the  lack  of  sale  of  such  forfeited  property, 
the  Secretary  may  award  and  pay  such 
person  an  amount  that  does  not  exceed  25 
percent  of  the  appraised  value  of  such  for- 
feited property. 

•<c)  Dollar  Limitation.— The  amount 
awarded  and  paid  to  any  person  under  this 
section  shall  not  exceed  $250,000  for  any 
case. 

■(d)  Source  of  Payment.— Any  amount 
paid  under  this  section  shall  be  paid  out  of 
appropriations  available  for  the  collection 
of  the  customs  revenue. 

"(e)  Recovery  of  Bail  Bond.— For  pur- 
poses of  this  section,  an  amount  recovered 
under  a  bail  bond  shall  be  deemed  a  recov- 
ery of  a  fine  incurred. 

"(f)  Controlled  Substances.— For  pur- 
poses of  this  section,  the  value  of  a  con- 
trolled substance  shall  be  determined  in  ac- 
cordance with  section  497(b).". 

SEC.  1448.  FOREICN  LANDING  CERTIFICATES. 

Section  622  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1622)  is  amended  by  striking  out  the 
period  at  the  end  thereof  and  inserting  in 
lieu  thereof  the  following:  ",  or  to  comply 
with  international  obligations.". 

SEC.  1447.  EXCHANGE  OF  INFORM.*TION. 

The  Tariff  Act  of  1930  is  amended  by  in- 
serting after  section  627  the  following  new 
section; 

•SEC.  «28.  EXCHANGE  OF  INFORMATION. 

••The  Secretary  of  the  Treasury  may  pre- 
scribe regulations  authorizing  customs  offi- 
cers to  exchange  information  or  documents 
with  foreign  customs  and  law  enforcement 
agencies  if  the  Secretary  reasonably  believes 
the  exchange  of  information  is  necessary 
to— 

■•(1)  insure  compliance  with  any  law  relat- 
ed to  controlled  substances  that  is  enforced 
or  administered  by  the  United  States  Cus- 
toms Service: 

"(2)  administer  or  enforce  multilateral  or 
bilateral  agreements  to  which  the  United 
States  is  a  party; 

■•(3)  assist  in  investigative,  judicial  and 
quasi-judicial  proceedings  in  the  United 
States;  or 

"(4)  assist  a  foreign  customs  or  law  en- 
forcement agency  in  taking  any  action  com- 
parable to  any  of  those  described  in  para- 
graph (1).  (2).  or  (3).  or  in  relation  to  any 
proceeding  in  a  foreign  country.". 

SEC.    1448.    INSPECTIONS   AND   PRECLEARANCE    IN 
FOREIGN  COCNTRIES. 

Part  V  of  title  IV  of  the  Tariff  Act  of  1930 
is  amended  by  adding  at  the  end  thereof  the 
following  new  section: 

•SEC.   629.    INSPECTIONS   AND   PRECLEARANCE  .IN 
FOREIGN  COl'NTRIES. 

••(a)  In  General.— When  authorized  by 
treaty  or  executive  agreement,  the  Secre- 
tary may  station  customs  officers  in  foreign 
countries  for  the  purpose  of  examining  per- 
sons and  merchandise  prior  to  their  arrival 
in  the  United  States. 

"(b)  Functions  and  Duties.— Customs  of- 
ficers stationed  in  a  foreign  country  under 
subsection  (a)  may  exercise  such  functions 
and  perform  such  duties  (including  inspec- 
tions, searches,  seizures  and  arrests)  as  may 
be  permitted  by  the  treaty,  agreement  or 
law  of  the  country  in  which  they  are  sta- 
tioned. 


"(c)  Compliance.— The  Secretary  may  by 
regulation  require  compliance  with  the  cus- 
toms laws  of  the  United  States  in  a  foreign 
country  and,  in  such  a  case  the  customs 
laws  and  other  civil  and  criminal  laws  of  the 
United  States  relating  to  the  importation  of 
merchandise,  filing  of  false  statements,  and 
the  unlawful  removal  of  merchandise  from 
customs  custody  shall  apply  in  the  same 
manner  as  if  the  foreign  station  were  a  port 
of  entry  within  the  customs  territory  of  the 
United  States. 

"  "(d)  Seizures.— When  authorized  by 
treaty,  agreement  or  foreign  law,  merchan- 
dise which  is  subject  to  seizure  or  forfeiture 
under  United  States  law  may  be  seized  in  a 
foreign  country  and  transported  under  cus- 
toms custody  to  the  customs  territory  of  the 
United  States  to  be  proceeded  against  under 
the  customs  laws. 

"(e)  Stationing  of  Foreign  Customs  Of- 
ficers IN  THE  United  States.— The  Secre- 
tary of  State,  in  coordination  with  the  Sec- 
.retary,  may  enter  into  agreements  with  any 
foreign  country  authorizing  the  stationing 
in  the  United  States  of  customs  officials  of 
that  country  (if  similar  privileges  are  ex- 
tended by  that  country  to  United  States  of- 
ficials) for  the  purpose  of  insuring  that  per- 
sons and  merchandise  going  directly  to  that 
country  from  the  United  States  comply  with 
the  customs  and  other  laws  of  that  country 
governing  the  importation  of  merchandise. 
Any  foreign  customs  official  stationed  In 
the  United  States  under  this  subsection  may 
exercise  such  functions  and  perform  such 
duties  as  United  States  officials  may  be  au- 
thorized to  perform  in  that  foreign  country 
under  reciprocal  agreement. 

"(f)  Application  of  Certain  Laws.— When 
customs  officials  of  a  foreign  country  are 
stationed  in  the  United  States  in  accordance 
with  subsection  (e),  and  if  similar  provisions 
are  applied  to  United  States  officials  sta- 
tioned in  that  country— 

"(1)  the  provisions  of  sections  111  and 
1114  of  title  18,  United  States  Code,  shall 
apply  as  if  the  foreign  officials  were  desig- 
nated in  those  sections; 

"(2)  any  person  who  in  any  matter  before 
a  foreign  customs  official  stationed  in  the 
United  States  knowingly  and  willfully  falsi- 
fies, conceals,  or  covers  up  by  any  trick, 
scheme,  or  device  a  material  fact,  or  makes 
any  false,  fictitious  or  fraudulent  state- 
ments or  representations,  or  makes  or  uses 
any  false  writing  or  document  knowing  the 
same  to  contain  any  false,  fictitious  or 
fraudulent  statement  or  entry,  shall  be 
liable  for  a  fine  of  not  more  than  $10,000,  or 
imprisonment  for  not  more  than  5  years,  or 
both.''. 

SEC.  1449.  COMMERCIAL  COVER. 

Part  V  of  title  IV  of  the  Tariff  Act  of  1930 
is  amended  by  adding  at  the  end  thereof  the 
following  new  section:    . 

•SEC.  630.  AITHORITY  TO  CONDCCT  COMMERCIAL 
COVER. 

••(a)  In  General.— The  Commissioner  of 
Customs  may  establish  and  conduct  com- 
mercial entities  such  as  corporations,  part- 
nerships, sole  proprietaries,  and  other  busi- 
ness entities  as  commercial  covers  to  sup- 
port investigative  activities  of  the  United 
States  Customs  Service.  Such  commercial 
entities  may  be  established  only  upon  writ- 
ten certification  by  the  Commissioner  of 
Customs  or  a  delegate  of  the  Commissioner 
of  Customs  that  commercial  cover  is  neces- 
sary to  conduct  authorized  investigative  ac- 
tivities. 

"(b)  Establishment  and  Operation.— The 
establishment  and  operation  of  commercial 
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entities  pursuant  to  this  section  shall  be  in 
accordance  with  prevailing  commercial  prac- 
tices so  long  as  such  practices  are  not  incon- 
sistent with  the  purposes  of  commercial 
cover.  Laws  applicable  to  Federal  appropria- 
tions. Federal  property  management.  Feder- 
al acquisitions.  Federal  employment  and 
Government  corporations  shall  not  apply  to 
the  establishment  and  operation  of  commer- 
cial covers  upon  the  written  certification  by 
the  Commissioner  of  Customs,  or  any  dele- 
gate of  the  Commissioner  of  Customs,  that 
the  application  of  such  laws  would  compro- 
mise a  commercial  cover. 

"(c)  Withdrawal, AND  Deposit  of  Funds.— 
The  Commissioner  of  Customs,  or  any  dele- 
gate of  the  Commissioner  of  Customs,  is  au- 
thorized to  deposit  and  withdraw  in  banks 
and  other  financial  institutions— 

•'(1)  funds  appropriated  for  the  United 
States  Customs  Service  that  are  used  to  con- 
duct commercial  cover,  and 

"(2)  funds  generated  by  the  business  enti- 
ties authorized  by  this  section. 

"(d)  Use  of  Funds  Generated  by  Commer- 
cial Cover.— 

"(1)  Funds  generated  by  any  business  enti- 
ties authorized  by  this  section  may  l)e  used 
to  offset  necessary  and  reasonable  expenses 
incurred  by  the  commercial  cover.  As  soon 
as  practicable,  funds  generated  by  a  com- 
mercial cover  that  are  no  longer  necessary 
for  the  conduct  of  that  commercial  cover 
shall  be  deposited  in  the  Treasury  of  the 
United  States  as  miscellaneous  receipts. 

•'(2)  Upon  the  liquidation,  dissolution, 
sale,  or  other  final  disposition  of  a  commer- 
cial cover  established  and  conducted  under 
this  section  and  after  the  payment  of  all  ob- 
ligations incurred  with  respect  to  such  com- 
mercial cover,  any  remaining  funds  de- 
scribed in  paragraph  (1)  or  (2)  of  subsection 
(c)  shall  be  deposited  in  the  Treasury  of  the 
United  States  as  miscellaneous  receipts.". 

Subpart  B — Miscellaneous  Provisions 
SEC.  1451.  RECREATIONAL  VESSELS. 

Subsection  (b)  of  section  12109  of  title  46. 
United  States  Code,  is  amended  by  adding 
at  the  end  thereof  the  following  new  sen- 
tence: "Such  vessel  must,  however,  comply 
with  all  customs  requirements  for  reporting 
arrival  pursuant  to  section  433  of  the  Tariff 
Act  of  1930  (19  U.S.C.  1433)  and  all  persons 
aboard  such  vessel  shall  be  subject  to  all  ap- 
plicable customs  regulations.". 

SEC.  1452.  PROVISION  OF  ASSISTANCE  TO  CISTOMS 
OFFICERS. 

Section  3071  of  the  Revised  Statutes  (19 
U.S.C.  507)  is  amended  to  read  as  follows: 

"(a)  Every  customs  officer  shall— 

"(1)  upon  being  questioned  at  the  time  of 
executing  any  of  the  powers  conferred  upon 
him.  make  known  his  character  as  an  officer 
of  the  Federal  Government,  and 

"(2)  have  the  authority  to  demand  the  as- 
sistance of  any  person  in  making  any  arrest, 
search,  or  seizure  authorized  by  any  law  en- 
forced or  administered  by  customs  officers, 
if  such  assistance  may  be  necessary. 
If  such  person  shall,  without  reasonable 
excuse,  neglect  or  refuse  to  assist  the  cus- 
toms officer  upon  proper  demand,  such 
person  shall  be  guilty  of  a  misdemeanor  and 
subject  to  a  fine  of  not  more  than  $1,000. 

"(b)  Any  person  other  than  an  officer  or 
employee  of  the  United  States  who  renders 
assistance  in  good  faith  upon  the  request  of 
a  customs  officer  shall  not  be  held  liable  for 
any  civil  damages  as  a  result  of  the  render- 
ing of  such  assistance  if  the  assisting  person 
acts  as  an  ordinary,  reasonably  prudent 
person  would  have  acted  under  the  same  or 
similar  circumstances.". 


SEC.  1453.  REPORTS  ON  EXPORTS  AND  IMPORTS  OK 
MONETARY  INSTRl'MENTS. 

Section  5316(a>(2)  of  title  31,  United 
States  Code  is  amended  by  striking  out 
"$5,000"  and  inserting  in  lieu  thereof 
"$10,000". 

SEC.  1454.  SMCGC.LING  INVESTIGATIONS. 

Section  3  of  the  Act  of  August  11,  1955  (69 
Stat.  684;  21  U.S.C.  969),  is  amended  by  in- 
serting "and  pay  the  costs  of  the  proceed- 
ing" after  "investigation"  in  the  second  sen- 
tence. 

Subpart  C — .Amendments  to  the  Controlled 
Substances  Import  and  Export  Act 
SEC.  UliK.  INLAWKl  L  IMPORTATION. 

(a)  Section  1009  of  the  Controlled  Sub- 
stances Import  and  Export  Act  (21  U.S.C. 
959)  is  amended— 

(1)  by  inserting  "Possession,"  in  the  head- 
ing, 

(2)  by  striking  out  "It  shall"  and  inserting 
in  lieu  thereof  "(a)  It  shall". 

(3)  by  striking  out  "This  section"  and  in- 
serting in  lieu  thereof  "(c)  This  section", 

(4)  by  inserting  "or  into  waters  within  a 
distance  of  12  miles  of  the  coast  of  the 
United  States"  after  "United  States"  each 
place  it  appears  in  subsection  (a),  and 

(5)  by  inserting  after  subsection  (a)  the 
following  new  subsection: 

•(b)  It  shall  be  unlawful  for  any  United 
States  citizen  on  board  any  aircraft,  or  any 
person  on  board  an  aircraft  owned  by  a 
United  States  citizen  or  registered  in  the 
United  States  to— 

"(1)  manufacture  or  distribute  a  con- 
trolled substance,  or 

"(2)  possess  a  controlled  substance  with 
intent  to  distribute.". 

(b)  The  table  of  contents  of  the  Compre- 
hensive Drug  Abuse  Prevention  and  Control 
Act   of    1970   is   amended   by   striking   out 

•Manufacture"  in  the  item  relating  to  sec- 
tion 1009  and  inserting  in  lieu  thereof  'Pos- 
session, manufacture". 
Subpart  D — Amendments  to  the  Criminal  Code 

SEC.  14.59.  OPERATION  OF  AIRCRAFT  WITHOIT 
LIGHTS:  ILLEGAL  FIEL  TANK  INSTAL- 
LATIONS. 

(a)  Chapter  2  of  title  18,  United  States 
Code,   is  amended   by  adding  at  the  end 
thereof  the  following  new  sections: 
"§  36.  Operation  of  aircraft  without  lights 

•Whoever  knowingly  and  willfully  oper- 
ates an  aircraft  in  violation  of  any  rule,  reg- 
ulation or  requirement  issued  by  the  Admin- 
istrator of  the  Federal  Aviation  Administra- 
tion with  respect  to  the  display  of  naviga- 
tion and/or  anticoUision  lights  shall  be  sub- 
ject to  a  fine  of  not  more  than  $5,000  or  im- 
prisonment not  exceeding  two  years,  or 
both. 
•'^  37.  Illegal  fuel  insUllations  aboard  aircraft 

••(a)  It  shall  be  unlawful  for  any  person  to 
knowingly  make  a  fuel  tank  or  fuel  system 
installation  aboard  an  aircraft,  or  to  operate 
any  aircraft  with  a  fuel  tank  or  fuel  system 
installation  aboard,  unless  such  tank  or  in- 
stallation is  in  accordance  with  all  applica- 
ble rules,  regulations  or  requirements  of  the 
Administrator  of  the  Federal  Aviation  Ad- 
ministration, including  inspection  and  ap- 
proval. Any  person  violating  this  section 
shall  be  subject  to  a  fine  of  not  more  than 
$5,000  or  imprisonment  not  exceeding  two 
years,  or  both.  Unless  exempted  by  the  Ad- 
ministrator of  the  Federal  Aviation  Admin- 
istration, by  regulation,  authorization  from 
the  Federal  Aviation  Administration  to  have 
an  auxiliary  fuel  tank  or  system  installation 
or  modification  shall  be  aboard  the  aircraft 
whenever  it  is  operated  and  such  authoriza- 


tion must  be  shown  to  any  Federal,  State,  or 
local  law  enforcement  officer  upon  request. 
Failure  to  have  such  authorization'  aboard 
shall  create  a  presumption  that  the  installa- 
tion is  unlawful. 

•■(b)  Any  unlawful  fuel  tank  or  fuel  system 
installation  and  the  aircraft  in  which  it  is 
installed  shall  be  subject  to  seizure  and  civil 
forfeiture.  The  provisions  of  law  relating  to 
the  seizure,  summary  and  judicial  forfeit- 
ure, and  condemnation  of  property  for  vio- 
lation of  the  customs  laws;  the  disposition 
of  such  property  or  the  proceeds  from  the 
sale  thereof;  the  remission  or  mitigation  of 
such  forfeitures;  and  the  compromise  of 
claims  and  the  award  of  compensation  to  in- 
formers in  respect  of  such  forfeitures  shall 
apply  to  seizures  and  forfeitures  incurred, 
or  alleged  to  have  been  incurred,  under  the 
provisions  of  this  section,  insofar  as  applica- 
ble and  not  inconsistent  with  the  provisions 
hereof:  Provided.  That  such  duties  as  are 
imposed  upon  customs  officers  or  any  other 
person  with  respect  to  the  seizure  and  for- 
feiture of  property  under  the  customs  law 
may  also  be  performed  with  respect  to  sei- 
zures and  forfeitures  of  property  under  this 
section  by  such  officers,  agents,  or  other 
persons  as  may  be  authorized  or  designated 
for  that  purpose  by  the  Attorney  General.", 
(b)  The  table  of  sections  for  chapter  2  of 
title  18  of  the  United  States  Code  is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing: 

•36.  Operation  of  aircraft  without  lights." 
•37.    Illegal    fuel    installation    aboard    air- 
craft.". 
Subpart  E— Denial  of  Trade  Benefits  to 
I'ncooperative  Drug  Source  Nations 
SEC.  14S0.  SHORT  TITLE. 

This  subpart  may  be  cited  as  the  "Narcot- 
ics Control  Trade  Act". 

SEC.  1461.  DETERMINATIONS  REGARDING  I'NCOOP- 
ERATIVE DRIG  SOURCE  NATIONS. 

(a)  The  President,  after  taking  into  ac- 
count the  factors  set  forth  in  subsection  (b). 
shall  determine  if  any  foreign  country, 
during  any  fiscal  year  commencing  after 
September  30,  1986— 

(1)  was  a  direct  or  indirect  source  of  one 
or  more  illicit  narcotic  and  psychotropic 
drugs  and  other  controlled  substances  that 
is  significantly  affecting  the  United  States: 
and 

(2)  did  not  cooperate  with  the  United 
States  Government  in  preventing  narcotic 
and  psychotropic  drugs  and  other  controlled 
substances  from  significantly  affecting  the 
United  States. 

(b)  For  purposes  of  making  a  determina- 
tion under  subsection  (a)  regarding  a  for- 
eign country,  the  President  shall  take  into 
account  the  capabilities,  effort,  and  progress 
of  that  country  in— 

(1)  limiting  legal  narcotic  crop  production 
to  levels  required  for  legal  purposes; 

(2)  licensing  legal  narcotic  crop  produc- 
tion and  effectively  controlling  it  to  prevent 
significant  diversion  to  the  illicit  traffic; 

(3)  limiting  the  legal  manufacture  of  nar- 
cotic and  psychotropic  drugs  and  other  con- 
trolled substances  to  levels  required  for 
medical  purposes  and  effectively  controlled 
manufacture  to  prevent  significant  diver- 
sion to  the  illicit  traffic; 

(4)  detecting  and  eradicating  the  illicit 
cultivation  of  narcotic  crops,  and 

(5)  suppressing  the  illicit  manufacture, 
processing,  and  traffic  of  narcotic  and  psy- 
chotropic drugs,  under  the  control  of  the 
Single  Convention  of  Narcotic  Drugs  of  1961 
as  amended  by  the  1972  Amending  Protocol 
or  the  Controlled  Substances  Act  of  1970  or 
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the  Convention  on  Psychotropic  Substances 
of  1971. 

<c)  The  President  shall  submit  to  each 
House  of  the  Congress  the  name  of  each 
foreign  country  regarding  which  an  affirma- 
tive determination  is  made  under  subsection 
(a).  The  submission  must  be  made  on  the 
first  day  on  which  both  Houses  are  in  ses- 
sion after  the  close  of  the  fiscal  year  with 
respect  to  which  the  determination  is  made. 

SEC.  I4S2.  TARIFF  TREATMENT  OF  PRODICTS  OF 
I'NCOOPERATIVE  DRl  G  SOI  RCE  NA- 
TIONS. 

(a)  The  President  shall,  with  respect  to 
each  foreign  country  regarding  which  an  af- 
firmative determination  is  made  under  sec- 
tion 1461(a)  and  to  the  extent  considered 
necessary  by  the  President  to  achieve  the 
purposes  of  this  subpart,  deny  to  any  or  all 
of  the  products  of  that  country  tariff  treat- 
ment under  title  V  of  the  Trade  Act  of  1974 
(the  Generalized  System  of  Preferences), 
the  Caribbean  Basin  Economic  Recovery 
Act,  or  any  other  law  providing  preferential 
tariff  treatment. 

(b)  The  action  taken  by  the  President 
under  subsection  (a)  shall  apply  to  the  prod- 
ucts of  a  foreign  country  that  are  entered, 
or  withdrawn  from  warehouse  for  consump- 
tion, during  the  period  that— 

(1)  begins  on  October  1  of  the  fiscal  year 
occurring  after  the  fiscal  year  with  respect 
to  which  an  affirmative  determination  re- 
garding that  country  was  made  under  sec- 
tion 1461(a):  and 

(2)  ends  on  the  day  on  which  the  determi- 
nation is  cancelled  under  section  1464. 

SEC.  I4«3.  PROGRESS  REPORTS. 

The  President  shall  include  as  a  part  of 
the  annual  report  required  under  section 
481(e)(1)  of  the  Foreign  Assistance  Act  of 
1961  (22  U.S.C.  2291(e)(1))  an  evaluation  of 
progress  that  each  major  drug  source  nation 
has  made  during  the  reporting  period  in 
achieving  the  objectives  set  forth  in  section 
1461(b). 

SEC.  MM.  CANCELLATION  OF  DETER.MINATIONS. 

If  the  I»resident  considers  that  a  foreign 
country  regarding  which  an  affirmative  de- 
termination was  made  under  section  1461(a) 
has  made  significant  progress,  and  will  con- 
tinue to  make  progress,  in  remedying  those 
acts,  programs,  or  policies  on  which  that  de- 
termination was  based,  the  President  may 
cancel  the  determination.  The  President 
must  immediately  notify  each  House  of 
Congress  of  each  cancellation  made  under 
this  section. 

SEC.  H«S.  DEFINITION. 

For  purposes  of  this  subpart,  the  term 
"narcotic  and  psychotropic  drugs  and  other 
controlled  substances"  has  the  meaning 
given  to  that  term  by  section  481(i)(3)  of  the 
Foreign  Assistance  Act  of  1961  (22  U.S.C. 
2291(iM3)). 

SEC.  IMS.  CONFORMING  AMENDMENTS. 

(a)  Section  502(b)  of  the  Trade  Act  of  1974 
(19  U.S.C.  2462(b))  is  amended— 

(1)  by  striking  out  paragraph  (5); 

(2)  by  redesignating  paragraphs  (6).  (7). 
and  (8)  as  paragraphs  (5).  (6).  and  (7).  re- 
spectively; and 

(3)  by  striking  out  "(5). '  in  the  last  sen- 
tence. 

(b)  Section  212(b)  of  the  Caribbean  Basin 
Economic  Recovery  Act  (19  U.S.C.  2702(b)) 
is  amended— 

(1)  by  inserting  "and"  after  the  semicolon 
at  the  end  of  paragraph  (5); 

(2)  by  striking  out  paragraph  (6);  and 

(3)  by  redesignating  paragraph  (7)  as 
paragraph  (6). 


(TITLE  I— SUBTITLE  D— PART  IV| 

PART  IV— MARITIME  DRIG  LAW  ENFORCEMENT 
PROSEtlTION  IMPROVEMENTS  ACT- 
OF  1986 

SEC.  M71.  SHORT  TITLE. 

This  part  may  be  cited  as  the  "Maritime 
Drug  Law  Enforcement  Prosecution  Im- 
provements Act  of  1986". 

SEC.  1472.  IMPROVEMENT  OF  PI  BLK  LAW  96-3.->0. 

The  Act  entitled  "An  Act  to  facilitate  in- 
creased enforcement  by  the  Coast  Guard  of 
laws  relating  to  the  importation  of  con- 
trolled substances,  and  for  other  purposes", 
approved  September  15,  1980  (Public  Law 
96-350;  94  Stat.  1159),  is  amended  by  strik- 
ing all  after  the  enacting  clause  and  insert- 
ing in  lieu  thereof  the  following: 

"That  Congress  finds  and  declares  that 
trafficking  in  controlled  substances  aboard 
vessels  is  a  serious  international  problem 
and  is  universally  condemned.  Moreover, 
such  trafficking  presents  a  specific  threat  to 
the  security  and  societal  well-being  of  the 
United  States. 

"Sec.  2.  (a)  It  is  unlawful  for  any  person 
on  board  a  vessel  of  the  United  States,  or  on 
board  a  vessel  subject  to  the  jurisdiction  of 
the  United  States,  to  knowingly  or  inten- 
tionally manufacture  or  distribute,  or  to 
possess  with  intent  to  manufacture  or  dis- 
tribute, a  controlled  substance. 

"(b)  A  vessel  of  the  United  States  means— 

"(1)  a  vessel  documented  under  chapter 
121  of  title  46,  or  a  vessel  numbered  as  pro- 
vided in  chapter  123  of  that  title: 

"(2)  a  vessel  owned  in  whole  or  part  by— 

"(A)  the  United  States  or  a  territory,  com- 
monwealth, or  possession  of  the  United 
States: 

"(B)  a  State  or  political  subdivision  there- 
of: 

"(C)  a  citizen  or  national  of  the  United 
States;  or 

"(D)  a  corporation  created  under  the  laws 
of  the  United  States  or  any  State,  the  Dis- 
trict of  Columbia,  or  any  territory,  common- 
wealth, or  possession  of  the  United  States: 
unless  the  vessel  has  been  granted  the  na- 
tionality of  a  foreign  nation  in  accordance 
with  article  5  of  the  1958  Convention  on  the 
High  Seas;  and 

"(3)  a  vessel  that  was  once  documented 
under  the  laws  of  the  United  States  and.  in 
violation  of  the  laws  of  the  United  States, 
was  either  sold  to  a  person  not  a  citizen  of 
the  United  States  or  placed  under  foreign 
registry  or  a  foreign  flag,  whether  or  not 
the  vessel  has  been  granted  the  nationality 
of  a  foreign  nation. 

"(c)  For  purposes  of  this  section,  'vessel 
subject  to  the  jurisdiction  of  the  United 
States'  includes— 

"(1)  a  vessel  without  nationality.  A  vessel 
without  nationality  includes: 

"(A)  a  vessel  aboard  which  the  master  or 
person  in  charge  makes  a  claim  of  registry, 
which  claim  is  denied  by  the  claimed  flag 
state.  Such  claim  may  be  verified  or  denied 
by  radio,  telephone,  or  similar  oral  or  elec- 
tronic means.  The  denial  of  the  claim  of  reg- 
istry by  the  claimed  flag  state  may  be 
proved  by  certification  of  the  Secretary  of 
State  or  his  designee: 

"(B)  any  vessel  aboard  which  the  miister 
or  person  in  charge  fails,  upon  request  of  an 
officer  of  the  United  States  empowered  to 
enforce  applicable  provisions  of  United 
States  law,  to  make  a  claim  of  nationality  or 
registry  for  that  vessel.  For  purposes  of  this 
section,  a  claim  of  nationality  or  registry 
only  includes: 

"(i)  possession  on  board  the  vessel  and 
production  of  documents  evidencing  the  ves- 


sel's nationality  in  accordance  with  article  5 
of  the  1958  Convention  on  the  High  Seas; 

"(ii)  flying  its  flag  state's  ensign  or  flag:  or 

"(iii)  a  verbal  claim  of  nationality  or  regis- 
try by  the  master  or  person  in  charge  of  the 
vessel. 

"(2)  a  vessel  assimilated  to  a  vessel  with- 
out nationality,  in  accordance  with  para- 
graph (2)  of  article  6  of  the  Convention  on 
the  High  Seas: 

"(3)  a  vessel  registered  in  a  foreign  coun- 
try where  the  flag  state  has  consented  or 
waived  objection  to  the  enforcement  of 
United  States  law  by  the  United  States. 
Such  consent  or  waiver  by  the  flag  state 
may  be  obtained  by  radio,  telephone,  or 
similar  oral  or  electronic  means,  and  may  be 
proved  by  certification  of  the  Secretary  of 
State  or  his  designee: 

"(4)  a  vessel  located  within  the  customs 
waters  of  the  United  States; 

"(5)  a  vessel  located  in  the  territorial 
waters  of  another  state,  where  the  state 
consents  to  the  enforcement  of  United 
States  law  by  the  United  States.  Such  con- 
sent may  be  obtained  by  radio,  telephone,  or 
similar  oral  or  electronic  means,  and  may  be 
proved  by  certification  of  the  Secretary  of 
State  or  his  designee. 

"(d)  A  claim  of  failure  to  comply  with 
international  law  in  the  enforcement  of  this 
Act  may  be  invoked  solely  by  a  foreign 
state,  and  a  failure  to  comply  with  interna- 
tional law  shall  not  divest  a  court  of  juris- 
diction or  otherwise  constitute  a  defense  to 
any  proceeding  under  this  Act. 

"(e)  This  section  does  not  apply  to  a 
common  or  contract  carrier,  or  an  employee 
thereof,  who  possesses  or  distributes  a  con- 
trolled substance  in  the  lawful  and  usual 
course  of  the  carrier's  business  or  to  a 
public  vessel  of  the  United  States,  or  any 
person  on  board  such  a  vessel  who  possesses 
or  distributes  a  controlled  substance  in  the 
lawful  course  of  his  duties,  if  the  controlled 
substance  is  a  part  of  the  cargo  entered  in 
the  vessel's  manifest  and  is  intended  to  be 
lawfully  imported  into  the  country  of  desti- 
nation for  scientific,  medical,  or  other  legiti- 
mate purposes.  It  shall  not  be  necessary  for 
the  United  States  to  negative  the  exception 
set  forth  in  this  subsection  in  any  com- 
plaint, information,  indictment,  or  other 
pleading  or  in  any  trial  or  other  proceeding. 
The  burden  of  going  forward  with  the  evi- 
dence with  respect  to  this  exception  is  upon 
the  person  claiming  its  benefit. 

"(f)  Any  person  who  violates  this  section 
shall  be  tried  in  the  United  States  district 
court  at  the  point  of  entry  where  that 
person  enters  the  United  States,  or  in  the 
United  States  District  Court  of  the  District 
of  Columbia. 

"(g)(1)  Any  person  who  commits  an  of- 
fense defined  in  this  section  shall  be  pun- 
ished in  accordance  with  the  penalties  set 
forth  in  section  1010  of  the  Comprehensive 
Drug  Abuse  Prevention  and  Control  Act  of 
1970(21  U.S.C  801  etseq.). 

"(2)  Notwithstanding  paragraph  (1)  of 
this  subsection,  any  person  convicted  of  an 
offense  under  this  Act  shall  be  punished  in 
accordance  with  the  penalties  set  forth  in 
section  1012  of  the  Comprehensive  Drug 
Abuse  Prevention  and  Control  Act  of  1970 
(21  U.S.C.  801  et  seq.)  if  such  offense  is  a 
second  or  subsequent  offense  as  defined  in 
section  1012(b)  of  that  Act. 

"(h)  This  section  is  intended  to  reach  acts 
of  possession,  manufacture,  or  distribution 
committed  outside  the  territorial  jurisdic- 
tion of  the  United  States. 

"(i)  The  definitions  in  the  Comprehensive 
Drug  Abuse  Prevention  and  Control  Act  of 
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1970  (21  U.S.C.  801  et  seq.)  apply  to  terms 
used  in  this  Act. 

"(j)  Any  person  who  attempts  or  conspires 
to  commit  any  offense  defined  in  this  Act  is 
punishable  by  Imprisonment  or  fine  or  both 
which  may  not  exceed  the  maximum  pun- 
ishment prescribed  for  the  offense,  the  com- 
mission of  which  was  the  object  of  the  at- 
tempt or  conspiracy. 

"Sec.  3.  Any  property  described  in  section 
511(a)  of  the  Comprehensive  Drug  Abuse 
Prevention  and  Control  Act  of  1970  (21 
U.S.C.  801  et  seq.)  that  is  used  or  intended 
for  use  to  commit,  or  to  facilitate  the  com- 
mission of,  an  offense  under  this  Act  shall 
be  subject  to  seizure  and  forfeiture  in  the 
same  manner  as  similar  property  seized  or 
forfeited  under  section  511  of  the  Compre- 
hensive Drug  Abuse  Prevention  and  Control 
Act  of  1970  (21  U.S.C.  801  et  seq.).". 

Subtitle  E— Anti-Drug  Enforcement 

PART  I— DRUG  PENALTIES  ENHANCEMENT 

ACT  OF  1986 
SEC.  1511.  SHORT  TITLE. 

This  part  may  be  cited  as  the  "Drug  Pen- 
alties Enhancement  Act  of  1986". 

SEC.  1512.  CONTROLLED  SIBST.\NCES  ACT  PENAL- 
TIES. 

Subsections  (b)(1)(A)  and  (b)(1)(B)  of  sec- 
tion 401  of  the  Controlled  Substances  Act 
(21  U.S.C.  841(b)(1)  (A)  and  (B))  are  amend- 
ed to  read  as  follows: 

"(1)(A)  In  the  case  of  a  violation  of  sub- 
section (a)  of  this  section  involving— 

"(i)  100  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  heroin; 

"(ii)  500  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of- 

"(I)  coca  leaves,  except  coca  leaves  and  ex- 
tracts of  coca  leaves  from  which  cocaine,  ec- 
gonine,  and  derivatives  of  ecgonine  or  their 
salts  have  been  removed; 

"(II)  cocaine,  its  salts,  optical  and  geomet- 
ric isomers,  and  salts  of  isomers; 

"(III)  ecgonine.  its  derivatives,  their  salts, 
isomers,  and  salts  of  isomers;  or 

■(IV)  any  compound,  mixture,  or  prepara- 
tion which  contains  any  quantity  of  any  of 
the  substances  referred  to  in  subclauses  (I) 
through  (III); 

"(iii)  25  grams  or  more  of  a  mixture  or 
substance  described  in  clause  (ii)  which  con- 
tains cocaine  base; 

"(iv)  10  grams  or  more  of  phencyclidine 
(PCP)  or  100  grams  or  more  of  a  mixture  or 
substances  containing  a  detectable  amount 
to  phencyclidine  (PCP); 

"(V)  1  gram  or  more  of  a  mixture  or  sub- 
stance containing  a  detectable  amount  of  ly- 
sergic acid  diethylamide  (LSD); 

"(vi)  40  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  fentanyl  or  10  grams  or  more  of  a  mix- 
ture or  substance  containing  a  detectable 
amount  of  any  analog  of  fentanyl;  or 

"(vii)  500  kilograms  or  more  of  a  mixture 
or  substance  containing  a  detectable 
amount  of  marihuana, 
such  person  shall  be  sentenced  to  a  term  of 
imprisonment  which  may  not  be  less  than  5 
years  and  not  more  than  40  years  and  if 
death  results  from  the  use  -of  such  sub- 
stance shall  be  not  less  than  20  years  or 
more  than  life,  a  fine  not  to  exceed  the 
greater  of  that  authorized  in  accordance 
with  the  provisions  of  title  18,  United  States 
Code,  or  $2,000,000  if  the  defendant  is  an  in- 
dividual or  $5,000,000  if  the  defendant  is 
other  than  an  individual,  or  both.  If  any 
person  commits  such  a  violation  after  one  or 
more  prior  convictions  for  an  offense  pun- 


ishable   under    this    paragraph,    or    for    a 
felony  under  any  other  provision  of  this 
title  or  title  III  or  other  law  of  a  State,  the 
United  States,  or  a  foreign  country  relating 
to  narcotic  drugs,  marihuana,  or  depressant 
or  stimulant  substances,  have  become  final, 
such  person  shall  be  sentenced  to  a  term  of 
imprisonment  which  may  not  be  less  than 
10  years  and  not  more  than  life  imprison- 
ment and  if  death  results  from  the  use  of 
such  substance  shall  be  sentenced  to  life  im- 
prisonment, a  fine  not  to  exceed  the  greater 
of  twice  that  authorized  in  accordance  with 
the   provisions  of   title    18,   United   States 
Code,  or  $4,000,000  if  the  defendant  is  an  in- 
dividual or  $10,000,000  if  the  defendant  is 
other  than  an  individual,  or  both.  Any  sen- 
tence under  this  subparagraph  shall,  in  the 
absence  of  such  a  prior  conviction,  impose  a 
special  parole  term  of  at  least  4  years  in  ad- 
dition to  such  term  of  imprisonment  and 
shall,  if  there  was  such  a  prior  conviction, 
impose  a  special  parole  term  of  at  least  8 
years  in  addition  to  such  term  of  imprison- 
ment. Notwithstanding  the  prior  sentence 
and  notwithstanding  any  other  provision  of 
law,  the  court  shall  not  place  on  probation 
or  suspend  the  sentence  of  any  person  sen- 
tenced under  this  subparagraph  nor  shall 
the  term  of  imprisonment  imposed  under 
this   subparagraph   run   concurrently   with 
any  other  term  of  imprisonment  under  this 
subparagraph  or  under  any  other  provision 
of  law.  No  person  sentenced  under  this  sub- 
paragraph shall  be  eligible  for  parole  during 
the  term  of  imprisonment  imposed  therein. 
"(B)  In  the  case  of  a  controlled  substance 
in  schedule  I  or  II,  except  as  provided  in 
subparagraphs   (A)   and   (C),   such   person 
shall  be  sentenced  to  a  term  of  imprison- 
ment of  not  more  than  20  years  and  if  death 
results  from  the  use  of  such  substance  shall 
be  sentenced  to  a  term  of  imprisonment  of 
not  less  than  20  years  or  more  than  life,  a 
fine  not  to  exceed  the  greater  of  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United  States  Code,  or  $1,000,000 
if    the    defendant     is    an    individual    or 
$5,000,000  if  the  defendant  is  other  than  an 
individual,  or  both.  If  any  person  commits 
such  a  violation  after  one  or  more  prior  con- 
victions  for  an   offense   punishable   under 
this  paragraph,  or  for  a  felony  under  any 
other  provision  of  this  title  or  title  III  or 
other  law  of  a  State,  the  United  States  or  a 
foreign  country  relating  to  narcotic  drugs, 
marihuana,  or  depressant  or  stimulant  sub- 
stances,   have   become    final,   such   person 
shall  be  sentenced  to  a  term  of  imprison- 
ment of  not  more  than  30  years  and  if  death 
results  from  the  use  of  such  substance  shall 
be  sentenced  to  life  imprisonment,  a  fine 
not  to  exceed  the  greater  of  twice  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United^tates  Code,  or  $2,000,000 
if    the    defendant    is    an    individual    or 
$10,000,000  if  the  defendant  is  other  than 
an  individual,  or  both.  Any  sentence  impos- 
ing a  term  of  imprisonment  under  this  sub- 
paragraph shall,  in  the  absence  of  such  a 
prior   conviction,    impose   a   special   parole 
term  of  at  least  3  years  in  addition  to  such 
term  of  imprisonment  and  shall,  if  there 
was  such  a  prior  conviction,  impose  a  special 
parole  term  of  at  least  6  years  in  addition  to 
such  term  of  imprisonment.  Notwithstand- 
ing  the   preceding  sentence   and   notwith- 
standing any  other  provision  of  law,   the 
court  shall  not  place  on  probation  or  sus- 
pend the  sentence  of  any  person  sentenced 
under  the  provisions  of  this  subparagraph 
which  provide  for  a  mandatory  term  of  im- 
prisonment if  death  results,  nor  shall  such  a 
term    of    imprisonment    run    concurrently 


with  any  other  term  of  imprisonment  under 
this  subparagraph  or  under  any  other  provi- 
sion of  law,  nor  shall  a  person  so  sentenced 
be  eligible  for  parole  during  the  term  of 
such  a  sentence.". 

SEC.    1513.    OTHER    AMENDMENTS    TO    THE    CON- 
TROLLED  SIBSTANCES  A(T. 

Section  401  of  the  Controlled  Substances 
Act  (21  U.S.C.  841)  is  further  amended  as 
follows: 

(1)(A)  In  subsection  (b),  paragraph  (1)(C) 
is  amended  by  striking  out  "a  fine  of  not 
more  than  $50,000"  and  inserting  in  lieu 
thereof  "a  fine  not  to  exceed  the  greater  of 
that  authorized  in  accordance  with  the  pro- 
visions of  title  18.  United  States  Code,  or 
$250,000  if  the  defendant  is  an  individual  or 
$1,000,000  if  the  defendant  is  other  than  an 
individual",  and  by  striking  out  "a  fine  of 
not  more  than  $100,000"  and  inserting  in 
lieu  thereof  "a  fine  not  to  exceed  the  great- 
er of  twice  that  authorized  in  accordance 
with  the  provisions  of  title  18  or  $500,000  if 
the  defendant  is  an  individual  or  $2,000,000 
if  the  defendant  is  other  than  an  individ- 
ual". 

(B)  In  subsection  ^b),  paragraph  (1)(C)  is 
further  amended  by  inserting  "except  in  the 
case  of  100  marihuana  plants  or  more  re- 
gardless of  weight,"  after  "marihuana."  the 
first  place  it  appears. 

(2)  In  subsection  (b).  paragraph  (2)  is 
amended  by  striking  out  a  fine  of  not  more 
than  $25,000"  and  inserting  in  lieu  thereof 
"a  fine  not  to  exceed  the  greater  of  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18.  United  States  Code,  or  $250,000  if 
the  defendant  is  an  individual  or  $1,000,000 
if  the  defendant  is  other  than  an  individ- 
ual", and  by  striking  out  "a  fine  of  not  more 
than  $50,000"  and  inserting  in  lieu  thereof 
"a  fine  not  to  exceed  the  greater  of  twice 
that  authorized  in  accordance  with  the  pro- 
visions of  title  18.  United  States  Code,  or 
$500,000  if  the  defendant  is  an  individual  or 
$2,000,000  if  the  defendant  is  other  than  an 
individual". 

(3)  In  subsection  (b)^  paragraph  (3)  is 
amended  by  striking  out  "a  fine  of  not  more 
than  $10,000"  and  inserting  in  lieu  thereof 
"a  fine  not  to  exceed  the  greater  of  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United  States  Code,  or  $100,000  if 
the  defendant  is  an  individual  or  $250,000  if 
the  defendant  is  other  than  an  individual", 
and  by  striking  out  "a  fine  of  not  more  than 
$20,000"  and  inserting  in  lieu  thereof  "a  fine 
not  to  exceed  the  greater  of  twice  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United  States  Code,  or  $200,000  if 
the  defendant  is  an  individual  or  $500,000  if 
the  defendant  is  other  than  an  individual". 

(4)  In  subsection  (b).  paragraph  (5)  is 
amended  to  read  as  follows: 

"(5)  Any  person  who  violates  subsection 
(a)  of  this  section  by  cultivating  a  controlled 
substance  on  Federal  property  shall  be  im- 
prisoned as  provided  in  this  subsection  and 
shall  be  fined  any  amount  not  to  exceed— 

"(A)  the  amount  authorized  in  accordance 
with  this  section; 

■(B)  the  amount  authorized  in  accordance 
with  the  provisions  of  title  18,  United  States 
Code; 

"(C)  $500,000  if  the  defendant  is  an  indi- 
vidual; or 

••(D)  $1,000,000  if  the  defendant  is  other 
than  an  individual: 

or  both.". 

(5)  Subsection  (d)  is  amended  by  striking 
out  •a  fine  of  not  more  than  $15,000"  and 
inserting  in  lieu  thereof  'a  fine  not  to 
exceed  the  greater  of  that  authorized  in  ac- 
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cordance  with  the  provisions  of  title  18, 
United  States  Code,  or  $250,000  if  the  de- 
fendant is  an  individual  or  $1,000,000  if  the 
defendant  is  other  than  an  individual". 

SEC.     I5U.    AMENDMENT    TO    TITLE     18    Of    THE 
INITED  STATES  CODE. 

(a)  Section  3553  of  title  18,  United  States 
Code,  is  amended  by  adding  the  following  at 
the  end  thereof: 

"(e)  Limited  Authority  To  Impose  a  Sen- 
tence Below  a  Statutory  Minimum.— Upon 
motion  of  the  Government,  the  court  shall 
have  the  authority  to  impose  a  sentence 
below  a  level  established  by  statute  as  mini- 
mum sentence  so  as  to  reflect  a  defendant's 
sut>stantial  assistance  in  the  investigation  or 
prosecution  of  another  person  who  has  com- 
mitted an  offense.  Such  sentence  shall  be 
imposed  in  accordance  with  the  guidelines 
and  policy  statements  issued  by  the  Sen- 
tencing Commission  pursuant  to  section  994 
of  title  28,  United  States  Code.". 

(b)  The  amendment  made  by  this  section 
shall  take  effect  on  the  date  of  the  taking 
effect  of  section  3553  of  title  18,  United 
States  Code. 

SEC.    1515.    AMENDMENT    TO    TITLE    28    OF    THE 
INITED  STATES  CODE. 

Section  994  of  title  28  of  the  United  States 
Code  is  amended  by— 

( 1 )  inserting  the  following  after  subsection 
(m): 

"(n)  The  Commission  shall  assure  that  the 
guidelines  reflect  the  general  appropriate- 
ness of  imposing  a  lower  sentence  than 
would  otherwise  be  imposed,  including  a 
sentence  that  is  lower  than  that  established 
by  statute  as  minimum  sentence,  to  take 
into  account  a  defendant's  substantial  as- 
sistance in  the  investigation  or  prosecution 
of  another  person  who  has  committed  an  of- 
fense.": and 

(2)  redesignating  subsections  (n).  (o).  (p). 
(q),  (r).  (s),  (t),  (u),  (v),  and  (w)  as  subsec- 
tions (o),  (p),  (q),  (r),  (s),  (t).  (u).  (V),  (w), 
and  (X).  respectively. 

SEC.   ISIS.  AMENDMENT  TO  THE  FEDERAL  RILES 
OF  CRIMINAL  PROCEDl  RE. 

(a)  Rule  35(b)  of  the  Federal  Rules  of 
Criminal  Procedure  is  amended  by  striking 
out  -to  the  extent "  and  all  that  follows 
through  the  end  and  inserting  in  lieu  there- 
of the  following:  "in  accordance  with  the 
guidelines  and  policy  statements  issued  by 
the  Sentencing  Commission  pursuant  to  sec- 
tion 994  of  title  28,  United  States  Code.  The 
court's  authority  to  lower  a  sentence  under 
this  subdivision  Includes  the  authority  to 
lower  such  sentence  to  a  level  below  that  es- 
tablished by  statute  as  a  minimum  sen- 
tence.". 

(b)  The  amendment  made  by  this  section 
shall  take  effect  on  the  date  of  the  taking 
effect  of  rule  35(b)  of  the  Federal  Rules  of 
Criminal  Procedure,  as  amended  by  section 
215(b)  of  the  Comprehensive  Crime  Control 
Act  of  1984. 

SEC.     1517.     ELIMINATION    OF    SPECIAL     PAROLE 
TER.MS. 

(a)  The  Controlled  Substances  Act  and 
the  Controlled  Substances  Import  and 
Export  Act  are  amended  by  striking  out 
"special  parole  term"  wherever  it  appears 
and  inserting  "term  of  supervised  release  " 
in  lieu  thereof. 

(b)  The  amendments  made  by  this  section 
shall  take  effect  on  the  date  of  the  taking 
effect  of  section  3583  of  title  18,  United 
States  Code. 

SEC.  1518.  AMENDMENT  TO  THE  COMPREHENSIVE 
CRIME  CONTROL  ACT  OF  I9H4. 

(a)  Subsection  (a)  of  section  224  of  the 
Comprehensive  Crime  Control  Act  of  1984  is 
amended— 


(1)  by  inserting  "and  "  after  the  semicolon 
in  paragraph  (4):  and 

(2)  by  striking  out  paragraphs  (1),  (2),  (3), 
and  (5)  and  redesignating  the  other  para- 
graphs accordingly. 

(b)  Section  224  of  the  Comprehensive 
Crime  Control  Act  of  1984  is  amended— 

(1)  by  striking  out  subsection  (b);  and 

(2)  by  redesignating  subsection  (c)  as  sub- 
section (b). 

(c)  Section  225  of  the  Comprehensive 
Crime  Control  Act  of  1984  is  amended  to 
read  as  follows: 

"Sec.  225.  Section  1010  of  the  Controlled 
Substances  Import  and  Export  Act  (21 
U.S.C.  960)  is  amended  by  repealing  subsec- 
tion (c).". 

SEC.    I.SI9.    MISCELI^NEOIS    TECHNICAL    AMEND- 
MENTS. 

(a)(1)  Subsection  (a)  of  section  3583  of 
title  18.  United  States  Code,  is  amended  by 
inserting  ",  except  that  the  court  shall  in- 
clude as  a  part  of  the  sentence  a  require- 
ment that  the  defendant  be  placed  on  a 
term  of  supervised  release  if  such  a  term  is 
required  by  statute"  after  "imprisonment " 
the  second  place  it  appears. 

(2)  Subsection  (b)  of  section  3583  of  title 
18,  United  States  Coie.  is  amended  by  strik- 
ing out  "The  "  and  inserting  in  lieu  thereof 
"Except  as  otherwise  provided,  the". 

(3)  Subsection  (e)  of  section  3583  of  title 
18.  United  States  Code,  is  amended— 

(A)  so  that  the  catchline  reads  as  follows: 
"Modincation  of  condition.s  or  revocation.": 

(B)  in  paragraph  (2)  by  striking  out  "or  " 
after  the  semicolon: 

(C)  in  paragraph  (3)  by  striking  out 
"title,"  and  inserting  "title:  or"  in  lieu 
thereof:  and 

(D)  by  inserting  the  following  new  para- 
graph after  paragraph  (3): 

"(4)  revoke  a  term  of  supervised  release, 
and  require  the  person  to  serve  in  prison  all 
or  part  of  the  term  of  supervised  release 
without  credit  for  time  previously  served  on 
postrelease  supervision,  if  it  finds  by  a  pre- 
ponderance of  the  evidence  that  the  person 
violated  a  condition  of  supervised  release, 
pursuant  to  the  provisions  of  rule  32.1  of 
the  Federal  Rules  of  Criminal  Procedure 
that  are  applicable  to  probation  revocation 
and  to  the  provisions  of  applicable  policy 
otatements  issued  by  the  Sentencing  Com- 
mission.". 

(4)  The  amendments  made  by  this  sut)sec- 
tion  shall  take  effect  on  the  date  of  the 
taking  effect  of  section  3583  of  title  18, 
United  States  Code. 

(b)  Subsection  (3)  of  section  994(a)  of  title 
28,  United  States  Code,  is  amended  by  in- 
serting "and  revocation  of  supervised  re- 
lease" after  ""supervised  release."" 

(c)  Section  511  of  title  II  of  the  Compre- 
hensive Drug  Abuse  Prevention  Act  of  1970 
(21  U.S.C.  881 )  is  amended— 

(1)  in  subsection  (f)  by  inserting  "or  11' 
after  "I "  each  place  it  appears; 

(2)  by  redesignating  subsection  (f )  as  sub- 
section (f)(1):  and 

(3)  by  inserting  the  following  new  para- 
graph after  subsection  (f)(1)  as  so  redesig- 
nated: 

"(2)  The  Attorney  General  may  direct  the 
destruction  of  all  controlled  substances  in 
schedule  I  or  II  seized  for  violation  of  this 
title  under  such  circumstances  as  the  Attor- 
ney General  may  deem  necessary.". 

PART  II— DRl!G  POSSESSION  PE.NALTY  ACT 

OF  1986 
SEC.  I.Wl.  SHORT  TITLE. 

This  part  may  he  cited  as  the  "Drug  Pos- 
session Penalty  Act  of  1986". 


SEC  .  l.-,22.  PENALTY  FOR  SIMPLE  POSSESSION. 

Section  404  of  the  Controlled  Substances 
Act  (21  U.S.C.  844)  is  amended  to  read  as 
follows: 

"PENALTY  FOR  SIMPLE  POSSESSION 

"Sec  404.  (a)  It  shall  be  unlawful  for  any 
person  knowingly  or  intentionally  to  possess 
a  controlled  substance  unless  such  sub- 
stance was  obtained  directly,  or  pursuant  to 
a  valid  prescription  or  order,  from  a  practi- 
tioner, while  acting  in  the  course  of  his  pro- 
fessional practice,  or  except  as  otherwise  au- 
thorized by  this  title  or  title  III.  Any  person 
who  violates  this  subsection  shall  be  sen- 
tenced to  a  term  of  imprisonment  of  not 
more  than  1  year,  and  shall  be  fined  a  mini- 
mum of  $1,000  but  not  more  than  $5,000,  or 
both,  except  that  if  he  commits  such  of- 
fense after  a  prior  conviction  under  this 
subsection,  or  a  prior  conviction  for  any 
drug  or  narcotic  offense  chargeable  under 
this  title  or  title  III  or  under  the  law  of  any 
State,  has  become  final,  he  shall  be  sen- 
tenced to  a  term  of  imprisonment  for  not 
less  than  15  days  but  not  more  than  2  years, 
and  shall  be  fined  a  minimum  or  $2,500  but 
not  more  than  $10,000.  except,  further,  that 
if  he  commits  such  offense  after  two  or 
more  prior  convictions  under  this  subsec- 
tion, or  two  or  more  prior  convictions  for 
any  drug  or  narcotic  offense  chargeable 
under  the  law  of  any  State  or  a  combination 
of  two  or  more  such  offenses  have  become 
final,  he  shall  be  sentenced  to  a  term  of  im- 
prisonment for  not  less  than  90  days  but  not 
more  than  3  years,  and  shall  be  fined  a  min- 
imum of  $5,000  but  not  more  than  $25,000. 
The  imposition  or  execution  of  a  minimum 
sentence  required  to  be  imposed  under  this 
subsection  shall  not  be  suspended  or  de- 
ferred. Further,  upon  conviction,  a  person 
who  violates  this  subsection  shall  be  taxed 
the  reasonable  costs  of  the  investigation 
and  prosecution  of  the  offense,  including 
the  costs  of  prosecution  of  an  offense  as  de- 
fined in  sections  1918  and  1920  of  title  28, 
United  States  Code,  except  that  this  sen- 
tence shall  not  apply  and  a  fine  under  this 
section  need  not  be  imposed  if  the  court  de- 
termines under  the  provision  of  title  18  that 
the  defendant  lacks  the  ability  to  pay. 

"(b)  As  used  in  this  section,  the  term  "drug 
or    narcotic    offense"    means    any    offense 
which   proscribes  the  possession,   distribu- 
tion, manufacture,  cultivation,  sale,  trans- 
fer, or  the  attempt  or  conspiracy  to  possess, 
distribute,   manufacture,   cultivate,   sell   or 
transfer  any  substance   the   possession   of 
which  is  prohibited  under  this  title.". 
PART  III-DEATH  PENALTY  AND 
CONTINUING  DRUG  ENTERPRISE 
Subpart  .A— Death  Penalty 

SEC.    1531.   PROCEDIRE   FOR   IMPOSITION   OF  THE 
DEATH  PENALTY. 

Part  II  of  title  18  of  the  United  States 
Code  is  amended— 

(1)  by  adding  the  following  new  chapter 
after  chapter  227: 

"CHAPTER  228— DEATH  SENTENCE 

"Sec. 

"3591.  Sentence  of  death. 
"3592.  Factors  to  be  considered  in  determin- 
ing   whether    a    sentence    of 
death  is  justified. 
"3593.  Special  hearing  to  determine  wheth- 
er a  sentence  of  death  is  justi- 
fied. 
"3594.  Imposition  of  a  sentence  of  death. 
"3595.  Review  of  a  sentence  of  death. 
"3596.  Implementation    of    a    sentence    of 

death. 
"3597.  Use  of  State  facilities. 
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"§  3591.  Sentence  of  death 

"A  defendant  who  has  been  found  guilty 
of- 

"(a)  an  offense  described  in  section  794  or 
section  2381  of  this  title: 

"(b)  an  offense  described  in  section 
1751(c)  of  this  title,  if  the  offense,  as  deter- 
mined beyond  a  reasonable  doubt  at  the 
hearing  under  section  3593,  constitutes  an 
attempt  to  kill  the  P>resident  of  the  United 
States  and  results  in  bodily  injury  to  the 
President  or  comes  dangerously  close  to 
causing  the  death  of  the  President;  or 

"(c)  any  other  offense  for  which  a  sen- 
tence of  death  is  provided,  if  the  defendant, 
as  determined  beyond  a  reasonable  doubt  at 
the  hearing  under  section  3593— 
"(1)  intentionally  killed  the  victim; 
"(2)  intentionally  inflicted  serious  bodily 
injury  that  resulted  in  the  death  of  the 
victim;  or 

■(3)  intentionally  participated  in  an  act, 
contemplating  that  the  life  of  a  person 
would  be  taken  or  intending  that  lethal 
force  would  be  used  in  connection  with  a 
person,  other  than  one  of  the  participants 
in  the  offense,  and  the  victim  died  as  a 
direct  result  of  the  act; 
shall  be  sentenced  to  death  if,  after  consid- 
eration of  the  factors  set  forth  in  section 
3592  in  the  course  of  a  hearing  held  pursu- 
ant to  section  3593,  it  is  determined  that  im- 
position of  a  sentence  of  death  is  justified. 
•'§3592.  Factors  to  be  considered  in  determininK 
whether  a  sentence  of  death  is  justiried 
••(a)  Mitigating  Factors.— In  determining 
whether  a  sentence  of  death  is  justified  for 
any  offense,  the  jury,  or  if  there  is  no  jury, 
the  court,  shall  consider  each  of  the  follow- 
ing mitigating  factors  and  determine  which, 
if  any,  exist: 

•'(1)  the  defendant  was  less  than  eighteen 
years  of  age  at  the  time  of  the  offense: 

"(2)  the  defendants  mental  capacity  was 
significantly  impaired,  although  the  impair- 
ment was  not  such  as  to  constitute  a  defense 
to  prosecution; 

■'(3)  the  defendant  was  under  unusual  and 
substantial  duress,  although  not  such  duress 
as  would  constitute  a  defense  to  prosecu- 
tion; and 

"(4)  the  defendant  was  an  accomplice  who 
participation  in  the  offense  was  relatively 
minor. 

The  jury,  or  if  there  is  no  jury,  the  court, 
may  consider  whether  any  other  mitigating 
factor  exists. 

"(b)  Aggravating  Factors  for  Espionage 
AND  Treason.— In  determining  whether  a 
sentence  of  death  is  justified  for  an  offense 
described  in  section  3591(a).  the  jury,  or  if 
there  is  no  jury,  the  court,  shall  consider 
each  of  the  following  aggravating  factors 
and  determine  which,  if  any,  exist: 

"(1)  the  defendant  has  previously  been 
convicted  of  another  offense  involving  espi- 
onage or  treason  for  which  either  a  sen- 
tence of  life  imprisonment  or  death  was  au- 
thorized by  statute; 

"(2)  in  the  commission  of  the  offense  the 
defendant  knowingly  created  a  grave  risk  of 
substantial  danger  to  the  national  security; 
and 

"(3)  in  the  commission  of  the  offense  the 
defendant  knowingly  created  a  grave  risk  of 
death  to  another  person. 
The  jury,  or  if  there  is  no  jury,  the  court, 
may  consider  whether  any  other  aggravat- 
ing factor  exists. 

"(c)  Aggravating  Factors  for  Homicide 
AND  FOR  Attempted  Murder  of  the  Presi- 
dent.—In  determining  whether  a  sentence 
of  death  is  justified  for  an  offense  described 


in  section  3591  (b)  or  (c).  the  jury,  or  if 
there  is  no  jury,  the  court,  shall  consider 
each  of  the  following  aggravating  factors 
and  determine  which,  if  any,  exist: 

•(1)  the  death,  or  injury  resulting  in 
death,  occurred  during  the  commission  or 
attempted  commission  of,  or  during  the  im- 
mediate flight  from  the  commission  of,  an 
offense  under  section  751  (prisoners  in  cus- 
tody of  institution  or  officer),  section  794 
(gathering  or  delivering  defense  information 
to  aid  foreign  government),  section  844(d) 
(transportation  of  explosives  in  interstate 
commerce  for  certain  purposes),  section 
844(f)  (destruction  of  Government  property 
in  interstate  commerce  by  explosives),  sec- 
tion 1118  (prisoners  serving  life  term),  sec- 
tion 1201  (kidnaping),  or  section  2381  (trea- 
son) of  this  title,  or  section  902  (i)  or  (n)  of 
the  Federal  Aviation  Act  of  1958,  as  amend- 
ed (49  U.S.C.  1472  (1)  or  (n))  (aircraft 
piracy); 

"(2)  the  defendant  has  previously  been 
convicted  of  another  Federal  or  State  of- 
fense resulting  in  the  death  of  a  person,  for 
which  a  sentence  of  life  imprisonment  or  a 
sentence  of  death  was  authorized  by  statute: 
■(3)  the  defendant  has  previously  been 
convicted  of  two  or  more  Federal  or  State 
offenses,  punishable  by  a  term  of  imprison- 
ment of  more  than  one  year,  committed  on 
different  occasions,  involving  the  infliction 
of,  or  attempted  infliction  of,  serious  bodily 
injury  or  death  upon  another  person: 

•■(4)  the  defendant,  in  the  commission  of 
the  offense,  or  in  escaping  apprehension  for 
the  offense  knowingly  caused  the  death  or 
created  a  grave  risk  of  death  to  one  or  more 
persons  in  addition  to  the  victim  of  the  of- 
fense: 

"(5)  the  defendant  committed  the  offense 
in  an  especially  heinous,  cruel,  or  depraved 
manner: 

"(6)  the  defendant  procured  the  commis- 
sion of  the  offense  by  payment,  or  promise 
of  payment,  of  anything  of  pecuniary  value: 
"(7)  the  defendant  committed  the  offense 
as  consideration  for  the  receipt,  or  in  the 
expectation  of  the  receipt,  of  anything  of 
pecuniary  value: 

"(8)  the  defendant  committed  the  offense 
after  substantial  planning  and  premedita- 
tion to  cause  the  death  of  a  person  or 
commit  an  act  of  terrorism; 

"(9)  the  defendant  committed  the  offense 
against— 

■•(A)  the  President  of  the  United  States, 
the  President-elect,  the  Vice  President,  the 
Vice-President-elect,  the  Vice-President-des- 
ignate,  or,  if  there  is  no  Vice  President,  the 
officer  next  in  order  of  succession  to  the 
office  of  the  President  of  the  United  States, 
or  any  person  who  is  acting  as  President 
under  the  Constitution  and  laws  of  the 
United  States; 

"(B)  a  chief  of  state,  head  of  government, 
or  the  political  equivalent,  of  a  foreign 
nation; 

•(C)  a  foreign  official  listed  in  section 
1116(b)(3)(A)  of  this  title,  if  he  is  in  the 
United  States  on  official  business;  or 

•(D)  a  Federal  public  servant  who  is  a 
judge,  a  law  enforcement  officer,  or  an  em- 
ployee of  a  United  States  penal  or  correc- 
tional institution— 

•■(i)  while  he  is  engaged  in  the  perform- 
ance of  his  official  duties; 

"(ii)  because  of  the  performance  of  his  of- 
ficial duties;  or 

••(iii)  because  of  his  status  as  a  public  serv- 
ant. 

For  purposes  of  this  subparagraph,  a  law 
enforcement  officer'  is  a  public  servant  au- 
thorized by  law  or  by  a  Government  agency 


or  Congress  to  conduct  or  engage  in  the  pre- 
vention, investigation,  or  prosecution  of  an 
offense:  or 

'•(10)  the  violation  of  section  408  of  the 
Controlled  Substances  Act  in  relation  to 
which  the  conduct  described  in  section 
848(c)  occurred  was  a  violation  of  section 
405,  405A,  or  405B  of  the  Controlled  Sub- 
stances Act. 

The  jury,  or  if  there  is  no  jury,  the  court, 
may  consider  whether  any  other  aggravat- 
ing factor  exists. 

"S3593.  Special  hearing  to  determine  whether  a 
sentence  of  death  is  justiried 

••(a)  Notice  by  the  Government.— If.  in  a 
case  involving  an  offense  described  in  sec- 
tion 3591.  the  attorney  for  the  government 
believes  that  the  circumstances  of  the  of- 
fense are  such  that  a  sentence  of  death  is 
justified  under  this  chapter,  he  shall,  a  rea- 
sonable time  before  the  trial,  or  before  ac- 
ceptance by  the  court  of  a  plea  of  guilty,  or 
at  such  time  thereafter  as  the  court  may 
permit  upon  a  showing  of  good  cause,  sign 
and  file  with  the  court,  and  ser\e  on  the  de- 
fendant, a  notice— 

•(1)  stating  that  the  government  believes 
that  the  circumstances  of  the  offense  are 
such  that,  if  the  defendant  Is  convicted,  a 
sentence  of  death  is  justified  under  this 
chapter:  and 

"(2)  setting  forth  the  aggravating  factor 
or  factors  that  the  government,  if  the  de- 
fendant is  convicted,  proposes  to  prove  as 
justifying  a  sentence  of  death. 
The  court  may  permit  the  attorney  for  the 
government  to  amend  the  notice  upon  a 
showing  of  good  cause. 

•■(b)  Hearing  Before  a  Court  or  Jury.- If 
the  attorney  for  the  government  has  filed  a 
notice  as  required  under  subsection  (a)  and 
the  defendant  is  found  guilty  of  an  offense 
described  in  section  3591.  the  judge  who 
presided  at  the  trial  or  before  whom  the 
guilty  plea  was  entered,  or  another  judge  if 
that  judge  is  unavailable,  shall  conduct  a 
separate  sentencing  hearing  to  determine 
the  punishment  to  be  imposed.  Prior  to 
such  a  hearing,  no  presentence  report  shall 
be  prepared  by  the  United  States  Probation 
Service,  notwithstanding  the  provisions  of 
Rule  32(e)  of  the  Federal  Rules  of  Criminal 
Procedure.  The  hearing  shall  be  conduct- 
ed- 

"(1)  before  the  jury  that  determined  the 
defendant's  guilt: 

"(2)  before  a  jury  impaneled  for  the  pur- 
pose of  the  hearing  if— 

"(A)  the  defendant  was  convicted  upon  a 
plea  of  guilty; 

"(B)  the  defendant  was  convicted  after  a 
trial  before  the  court  sitting  without  a  jury: 

'•(C)  the  jury  that  determined  the  defend- 
ants  guilt  was  discharged  for  good  cause;  or 

■(D)  after  initial  imposition  of  a  sentence 
under  this  section,  reconsideration  of  the 
sentence  under  this  section  is  necessary;  or 

••(3)  before  the  court  alone,  upon  the 
motion  of  the  defendant  and  with  the  ap- 
proval of  the  attorney  for  the  government. 
A  jury  impaneled  pursuant  to  paragraph  (2) 
shall  consist  of  twelve  members,  unless,  at 
any  time  before  the  conclusion  of  the  hear- 
ing, the  parties  stipulate,  with  the  approval 
of  the  court,  that  it  shall  consist  of  a  lesser 
number. 

"(c)  Proof  of  Mitigating  and  Aggravat- 
ing Factors.— At  the  hearing,  information 
may  be  presented  as  to  any  matter  relevant 
to  the  sentence,  including  any  mitigating  or 
aggravating  factor  permitted  or  required  to 
be  considered  under  section  3592.  Informa- 
tion presented  may  include  the  trial  tran- 
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script  and  exhibits  if  the  hearing  is  held 
before  a  Jury  or  judge  not  present  during 
the  trial.  Any  other  information  relevant  to 
a  mitigating  or  aggravating  factor  may  be 
presented  by  either  the  attorney  for  the 
government  or  the  defendant,  regardless  of 
its  admissibility  under  the  rules  governing 
admission  of  evidence  at  criminal  trials. 
except  that  information  may  be  excluded  if 
its  probative  value  is  substantially  out- 
weighed by  the  danger  of  creating  unfair 
prejudice,  confusing  the  issues,  or  mislead- 
ing the  jury.  The  attorney  for  the  govern- 
ment and  the  defendant  shall  be  permitted 
to  rebut  any  information  received  at  the 
hearing,  and  shall  be  given  fair  opportunity 
to  present  argument  as  to  the  adequacy  of 
the  information  to  establish  the  existence 
of  any  aggravating  or  mitigating  factor,  and 
as  to  the  appropriateness  in  the  case  of  im- 
posing a  sentence  of  death.  The  attorney  for 
the  government  shall  open  the  argument. 
The  defendant  shall  be  permitted  to  reply. 
The  attorney  for  the  government  shall  then 
be  permitted  to  reply  in  rebuttal.  The 
burden  of  establishing  the  existence  of  any 
aggravating  factor  is  on  the  government, 
and  is  not  satisfied  unless  the  existence  of 
such  a  factor  is  established  beyond  a  reason- 
able doubt.  The  burden  of  establishing  the 
existence  of  any  mitigating  factor  is  on  the 
defendant,  and  is  not  satisfied  unless  the  ex- 
istence of  such  a  factor  is  established  by  a 
preponderance  of  the  information. 

"(d)  Return  or  Special  Findings.— The 
jury,  or  if  there  is  no  jury,  the  court,  shall 
consider  all  the  information  received  during 
the  hearing.  It  shall  return  a  special  finding 
as  to  each  mitigating  and  aggravating 
factor,  concerning  which  information  is  pre- 
sented at  the  hearing,  required  to  be  consid- 
ered under  section  3592.  The  jury  must  find 
the  existence  of  a  mitigating  or  aggravating 
factor  by  a  unanimous  vote,  although  it  is 
unnecessary  that  there  be  a  unanimous  vote 
on  any  specific  mitigating  or  aggravating 
factor  if  a  majority  of  the  jury  finds  the  ex- 
istence of  such  a  specific  factor. 

"(e)  Return  of  a  Finding  Concerning  a 
Sentence  of  Death.— If,  in  the  case  of— 

"(1)  an  offense  described  in  section 
3591(a).  an  aggravating  factor  required  to  be 
considered  under  section  3592(b)  is  found  to 
exist  pursuant  to  subsection  (d);  or 

"(2)  an  offense  described  in  section  3591 
(b)  or  (c).  an  aggravating  factor  required  to 
be  considered  under  section  3592(c)  is  found 
to  exist  pursuant  to  subsection  (d): 
the  jury,  or  if  there  is  no  jury,  the  court, 
shall  then  consider  whether  all  the  aggra- 
vating factors  contributing  to  a  unanimous 
vote  sufficiently  outweigh  all  the  mitigating 
factors  contributing  to  a  unanimous  vote 
justify  a  sentence  of  death,  or.  in  the  ab- 
sence of  a  mitigating  factor,  whether  the  ag- 
gravating factors  alone  are  sufficient  to  jus- 
tify a  sentence  of  death.  Based  upon  this 
consideration,  the  jury  by  unanimous  vote. 
or  if  there  is  no  jury,  the  court,  shall  return 
a  finding  as  to  whether  a  sentence  of  death 
is  justified. 

"(f)  Special  Precaution  To  Assure 
Against  Discrimination.— In  a  hearing  held 
before  a  jury,  the  court,  prior  to  the  return 
of  a  finding  under  subsection  (e),  shall  in- 
struct the  jury  that,  in  considering  whether 
a  sentence  of  death  is  justified,  it  shall  not 
consider  the  race,  color,  national  origin, 
creed,  or  sex  of  the  defendant.  The  jury, 
upon  return  of  a  finding  under  subsection 
(e),  shall  also  return  to  the  court  a  certifi- 
cate, signed  by  each  juror,  that  consider- 
ation' of  the  race,  color,  national  origin. 
creed,  or  sex  of  the  defendant  was  not  in- 


volved in  reaching  the  juror's  individual  de- 
cision. 

"§3594.  Imposition  of  a  sentence  of  death 

"Upon  a  finding  under  section  3593(e) 
that  a  sentence  of  death  is  justified,  the 
court  shall  sentence  the  defendant  to  death. 
Upon  a  finding  under  section  3593(e)  that  a 
sentence  of  death  is  not  justified,  or  under 
section  3593(d)  that  no  aggravating  factor 
required  to  be  found  exists,  the  court  shall 
impose  any  sentence  other  than  death  that 
is  authorized  by  law.  Notwithstanding  any 
other  provision  of  law.  if  the  maximum 
term  of  imprisonment  for  the  offense  is  life 
imprisonment,  the  court  may  impose  a  sen- 
tence of  life  imprisonment  without  parole. 
"§3595.  Review  of  a  sentence  of  death 

"(a)  Appeal.— In  a  case  in  which  a  sen- 
tence of  death  is  imposed,  the  sentence  shall 
be  subject  to  review  by  the  court  of  appeals 
upon  appeal  by  the  defendant.  Notice  of 
appeal  must  be  filed  within  the  time  speci- 
fied for  the  filing  of  a  notice  of  appeal.  An 
appeal  under  this  section  may  be  consolidat- 
ed with  an  appeal  of  the  judgment  of  con- 
viction and  shall  have  priority  over  all  other 
cases. 

"(b)  Review.— The  court  of  appeals  shall 
review  the  entire  record  in  the  case,  includ- 
ing— 

"(1)  the  evidence  submitted  during  the 
trial: 

"(2)  the  information  submitted  during  the 
sentencing  hearing; 

"(3)  the  procedures  employed  in  the  sen- 
tencing hearing;  and 

■(4)  the  special  findings  returned  under 
section  3593(d). 

■•(c)  Decision  and  Disposition.— (1)  If  the 
court  of  appeals  determines  that— 

"(A)  the  sentence  of  death  was  not  im- 
posed under  the  influence  of  passion,  preju- 
dice, or  any  other  arbitrary  factor:  and 

•(B)  the  information  supports  the  special 
finding  of  the  existence  of  an  aggravating 
factor  required  to  be  considered  under  sec- 
tion 3592: 
it  shall  affirm  the  sentence. 

••(2)  In  any  other  case,  the  court  of  ap- 
peals shall  remand  the  case  for  reconsider- 
ation under  section  3593. 

•(3)  The  court  of  appeals  shall  state  in 
writing  the  reasons  for  its  disposition  of  an 
appeal  of  a  sentence  of  death  under  this  sec- 
tion. 

"§3596.  Implementation  of  a  sentence  of  death 

"A  person  who  has  been  sentenced  to 
death  pursuant  to  the  provisions  of  this 
chapter  shall  be  committed  to  the  custody 
of  the  Attorney  General  until  exhaustion  of 
the  procedures  for  appeal  of  the  judgment 
of  conviction  and  for  review  of  the  sentence. 
When  the  sentence  is  to  be  implemented, 
the  Attorney  General  shall  release  the 
person  sentenced  to  death  to  the  custody  of 
a  United  States  marshal,  who  shall  super- 
vise implementation  of  the  sentence  in  the 
manner  prescribed  by  the  law  of  the  State 
in  which  the  sentence  is  imposed.  If  the  law 
of  such  State  does  not  provide  for  imple- 
mentation of  a  sentence  of  death,  the  court 
shall  designate  another  State,  the  law  of 
which  does  so  provide,  and  the  sentence 
shall  be  implemented  in  the  latter  State  in 
the  manner  prescribed  by  such  law.  A  sen- 
tence of  death  shall  not  be  carried  out  upon 
a  woman  while  she  is  pregnant. 
"§3.597.  Use  of  State  facilities 

"A  United  States  marshal  charged  with 
supervising  the  implementation  of  a  sen- 
tence of  death  may  use  appropriate  State  or 
local  facilities  for  the  purpose,  may  use  the 
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services  of  an  appropriate  State  or  local  offi- 
cial or  of  a  person  such  an  official  employs 
for  the  purpose,  and  shall  pay  the  costs 
thereof  in  an  amount  approved  by  the  At- 
torney General. ": 

(2)  by  repealing  sections  3566  and  3567; 

(3)  in  the  chapter  analysis  of  part  II,  by 
adding  the  following  new  item  after  the 
item  relating  to  chapter  227: 

"228.  Death  sentence 3591"; 

and 

(4)  in  the  section  analysis  of  chapter  227, 
by  amending  the  items  relating  to  sections 
3566  and  3567  to  read  as  follows: 

•3566.  Repealed. 
"3567.  Repealed. ". 

SEC.  1532.  OTHER  AMEND.MENTS  TO  TITLE  lit. 

(a)  Section  34  of  title  18  of  the  United 
States  Code  is  amended  by  changing  the 
comma  after  the  words  "imprisonment  for 
life  "  to  a  period  and  deleting  the  remainder 
of  the  section. 

(b)  Section  794(a)  of  title  18.  United 
States  Code,  is  amended  by  changing  the 
period  at  the  end  of  the  section  to  a  comma 
and  by  adding  immediately  thereafter  the 
words  except  that  the  sentence  of  death 
shall  not  be  imposed  unless  the  jury  or,  if 
there  is  no  jury,  the  court,  further  finds 
beyond  a  reasonable  doubt  at  a  hearing 
under  section  3593  of  this  title  that  the  of- 
fense directly  concerned  nuclear  weaponry, 
military  spacecraft  or  satellites,  early  warn- 
ing systems,  or  other  means  of  defense  or 
retaliation  against  large-scale  attack;  war 
plans;  communications  intelligence  or  cryp- 
tographic information:  sources  or  methods 
of  intelligence  or  counterintelligence  oper- 
ations: or  any  other  major  weapons  system 
or  major  element  of  defense  strategy. '. 

(c)  Section  844(d)  of  title  18,  United  States 
Code,  is  amended  by  striking  the  words  'as 
provided  in  section  34  of  this  title". 

(d)  Section  844(f)  of  title  18  of  the  United 
States  Code  is  amended  by  striking  the 
words  •as  provided  in  section  34  of  this 
title". 

(e)  Section  844(i)  of  title  18  of  the  United 
States  Code  is  amended  by  striking  the 
words  "as  provided  in  section  34  of  this 
title". 

(f)  The  second  paragraph  of  section 
1111(b)  of  title  18  of  the  United  States  Code 
is  amended  to  read  as  follows: 

"Whoever  is  guilty  of  murder  in  the  first 
degree  shall  be  punished  by  death  or  by  im- 
prisonment for  life;". 

(g)  Section  1116(a)  of  title  18  of  the 
United  States  Code  is  amended  by  striking 
the  words  "any  such  person  who  is  found 
guilty  of  murder  in  the  first  degree  shall  be 
sentenced  to  imprisonment  for  life,  and". 

(h)  Section  1201  of  title  18  of  the  United 
States  Code  is  amended  by  inserting  after 
the  words  "or  for  life'  in  sul)section  (a)  the 
words  "and.  if  the  death  of  any  person  re- 
sults, shall  be  punished  by  death  or  life  im- 
prisonment". 

(i)  The  last  paragraph  of  section  1716  of 
title  18  of  the  United  States  Code  is  amend- 
ed by  changing  the  comma  after  the  words 
"imprisonment  for  life"  to  a  period  and  de- 
leting the  remainder  of  the  paragraph. 

(j)  Subsection  (c)  of  section  1751  of  title 
18,  United  States  Code,  is  amended  to  read 
as  follows: 

"(c)  Whoever  attempts  to  kill  or  kidnap 
any  individual  designated  in  sul>section  (a) 
of  this  section  shall  be  punished  (1)  by  im- 
prisonment for  any  term  of  years  or  for  life, 
or  (2)  by  death  or  imprisonment  for  any 
term  of  years  or  for  life,  if  the  conduct  con- 
stitutes an  attempt  to  kill  the  President  of 
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the  United  States  and  results  in  bodily 
injury  to  the  I»resident  or  otherwise  comes 
dangerously  close  to  causing  the  death  of 
the  President.". 

(k)  The  second  to  the  last  paragraph  of 
section  1992  of  title  18.  United  States  Code, 
is  amended  by  changing  the  comma  after 
the  words  "imprisonment  for  life"  to  a 
period  and  deleting  the  remainder  of  the 
section. 

(1)  Section  2031  of  title  18,  United  States 
Code,  is  amended  by  deleting  the  words 
"death,  or". 

(m)  Section  2113(e)  of  title  18.  United 
States  Code,  is  amended  by  striking  the 
words  "or  punished  by  death  if  the  verdict 
of  the  jury  shall  so  direct"  and  inserting  in 
lieu  thereof  the  words  "or  if  death  results 
shall  be  punished  by  death  or  life  imprison- 
ment". 

(n)  The  provisions  of  chapter  228  of  title 
18.  United  States  Code,  as  added  by  this 
part,  shall  not  apply  to  prosecutions  under 
the  Uniform  Code  of  Military  Justice  (10 
U.S.C.  801). 

(0)  Subsection  (a)  of  section  1952A  of  title 
18,  United  States  Code,  is  amended  by  strik- 
ing out:  "and  if  death  results,  shall  be  sub- 
ject to  imprisonment  for  any  term  of  years 
or  for  life,  or  shall  be  fined  not  more  than 
$50,000,  or  both."  and  inserting  in  lieu 
thereof:  "and  if  death  results,  shall  be  pun- 
ished by  death  or  life  imprisonment,  or 
shall  be  fined  under  this  title,  or  both.". 

(p)  Paragraph  (1)  of  subsection  (a)  of  sec- 
tion 1952B  of  title  18,  United  States  Code,  is 
amended  to  read  as  follows: 

"(1)  for  murder,  by  death  or  life  imprison- 
ment, or  a  fine  or  not  more  than  $250,000, 
or  both;  and  for  kidnaping,  by  imprison- 
ment for  any  item  of  years  or  for  life,  or 
shall  be  fined  under  this  title,  or  both;". 

(q)  Subsection  (a)  of  section  1203  of  title 
18,  United  States  Code,  is  amended  by  strik- 
ing '."  and  inserting  in  lieu  thereof:  "and,  if 
the  death  of  any  person  results,  shall  be 
punished  by  death  or  life  imprisonment.". 

SEC.  1533.  .MURDER  BY  A  FEDERAL  PRISONER 

Chapter  51  of  title  18.  United  States  Code, 
is  amended— 

(1)  by  adding  at  the  end  thereof  the  fol- 
lowing: 

"§1118.  Murder  by  a  Federal  prisoner 

"(a)  Whoever,  while  confined  in  a  Federal 
correctional  institution  under  a  sentence  for 
a  term  of  life  imprisonment,  murders  an- 
other shall  be  punished  by  death  or  by  life 
imprisonment  without  the  possibility  of 
parole. 
"(b)  For  the  purposes  of  this  section— 
"(1)  'Federal  correctional  institution' 
means  any  Federal  prison.  Federal  correc- 
tional facility.  Federal  community  program 
center,  or  Federal  halfway  house; 

"(2)  term  of  life  imprisonment'  means  a 
sentence  for  the  term  of  natural  life,  a  sen- 
tence commuted  to  natural  life,  an  indeter- 
minate term  of  a  minimum  of  at  least  fif- 
teen years  and  a  maximum  of  life,  or  an  un- 
executed sentence  of  death; 

"(3)  murders'  means  committing  first 
degree  or  second  degree  murder  as  defined 
by  section  1111  of  this  title.";  and 

(c)  by  amending  the  section  analysis  to 
add: 
"1118.  Murder  by  a  Federal  prisoner. ". 

SEC.    1534.    AMENDMENT   TO    FEDERAL    AVIATION 
ACT. 

Section  903  of  the  Federal  Aviation  Act  of 
1958.  as  amended  (49  U.S.C.  1473),  is  amend- 
ed by  striking  subsection  (c). 


SEC.    1535.    DEATH    PENALTY    LNDER    THE    CON- 
TROLLED SUBSTANCES  ACT. 

Section  408  of  the  Cbntrolled  Sulwtances 
Act  (21  U.S.C.  848)  is  amended  by  adding 
the  following  after  subsection  (b),  as  added 
by  part  B  of  this  part: 

"(c)  Whoever,  while  engaged  in  a  continu- 
ing criminal  enterprise,  kills  another  person 
shall  be  punished  by  life  imprisonment  or 
by  death.". 

Subpart  B— Continuing  Drug  Enterprise  Act  of 
1986 

SEC.  153S.  SHORT  TITLE. 

This  part  may  be  cited  as  the  Continuing 
Drug  Enterprise  Act  of  1986". 

SEC.  1537.  INCREASED  PENALTIES. 

Subsection  408(a)  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  848(a))  is  amended  as 
follows: 

(1)  by  striking  out  the  phrase  "to  a  fine  of 
not  more  than  $100.000, "  and  inserting  in 
lieu  thereof  "to  a  fine  not  to  exceed  the 
greater  of  that  authorized  in  accordance 
with  the  provisions  of  title  18,  United  States 
Code  or  $2,000,000  if  the  defendant  is  an  in- 
dividual or  $5,000,000  if  the  defendant  is 
other  than  an  individual.";  and 

(2)  by  striking  out  the  phrase  "to  a  fine  of 
not  more  than  $200,000,"  and  inserting  in 
lieu  thereof  "to  a  fine  not  to  exceed  the 
greater  of  twice  the  amount  authorized  in 
accordance  with  the  provisions  of  title  18, 
United  States  Code,  or  $4,000,000  if  the  de- 
fendant is  an  individual  or  $10,000,000  if  the 
defendant  is  other  than  an  individual ". 

SEC.  1538.  DEATH  PENALTY. 

Section  408  of  the  Controlled  Substances 
Act  (21  U.S.C.  848)  is  further  amended— 

(1)  by  redesignating  subsections  (b)  and 
(c)  as  subsectioris  (d)  and  (e),  respectively; 
and 

(2)  by  inserting  the  following  new  subsec- 
tions after  subsection  (a): 

"(b)  Any  person  who  engages  in  a  continu- 
ing criminal  enterprise  shall  be  imprisoned 
for  life  and  fined  in  accordance  with  subsec- 
tion (a),  if— 

"(1)  such  person  is  the  principal  adminis- 
trator, organizer,  or  leader  of  the  enterprise 
or  is  one  of  several  such  principal  adminis- 
trators, organizers,  or  leaders;  and 

""(2)(A)  the  violation  referred  to  in  subsec- 
tion (d)(1)  involved  at  least  300  times  the 
quantity  of  a  substance  described  in  subsec- 
tion 401(b)(1)(A)  of  this  Act.  or 

"(B)  the  enterprise,  or  any  other  enter- 
prise in  which  the  defendant  was  the  princi- 
pal or  one  of  several  principal  administra- 
tors, organizers,  or  leaders,  received  $10  mil- 
lion dollars  in  gross  receipts  during  any 
twelve-month  period  of  its  existence  for  the 
manufacture,  importation,  or  distribution  of 
a  substance  described  in  section  401(b)(1)(A) 
of  this  Act."' 

PART  IV— CONTROLLED  SUBSTANCES 
IMPORT  AND  EXPORT  ACT  PENALTIES  EN- 
HANCEMENT ACT  OF  1986 

SEC.  1541.  SHORT  TITLE. 

This  part  may  be  cited  as  the  "Controlled 
Substances  Import  and  Export  Penalties 
Enhancement  Act  of  1986.". 

SEC.  1542.  ENHANCED  PENALTIES. 

(a)  Paragraphs  (1)  and  (2)  of  section 
1010(b)  of  the  Controlled  Substances 
Import  and  Export  Act  (21  U.S.C.  960(b)  (1) 
and  (2))  are  amended  to  read  as  follows: 

"■(1)  In  the  case  of  a  violation  of  subsec- 
tion (a)  of  this  section  involving— 

"(A)  100  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  heroin; 


"(B)  500  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of- 

■"(1)  coca  leaves,  except  coca  leaves  and  ex- 
tracts of  coca  leaves  from  which  cocaine,  ec- 
gonine,  and  derivatives  of  ecgonine  or  their 
salts  have  been  removed; 

"(ii)  cocaine,  its  salts,  optical  and  geomet- 
ric isomers,  and  salts  or  isomers; 

""(ill)  ecgonine.  its  derivatives,  their  salts, 
isomers,  and  salts  of  isomers;  or 

""(iv)  any  comp>ound.  mixture,  or  prepara- 
tion which  contains  any  quantity  of  any  of 
the  substances  referred  to  in  clauses  (i) 
through  (ill); 

"(C)  25  gramis  or  more  of  a  mixture  or  sub- 
stance described  in  subparagraph  (B)  which 
contains  cocaine  base; 

"(D)  10  grams  or  more  of  phencyclidine 
(PCP)  or  100  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  phencyclidine  (PCP); 

"(E)  1  gram  or  more  of  a  mixture  or  sub- 
stance containing  a  detectable  amount  of  ly- 
sergic acid  diethylamide  (LSD); 

"(F)  40  grams  or  more  of  a  mixture  or  sub- 
stance containing  a  detectable  amount  of 
fentanyl  or  10  grams  or  more  of  a  mixture 
or  substance  containing  a  detectable 
amount  of  any  analog  of  fentanyl;  or 

"(G)  500  kilograms  or  more  of  a  mixture 
or     substance     containing     a     detectable 
amount  of  marihuana; 
the  person  committing  such  violation  shall 
be  sentenced  to  a  term  of  imprisonment  of 
not  less  than  5  years  and  not  more  than  40 
years  and  if  death  results  from  the  use  of 
such  substance  shall  be  sentenced  to  a  term 
of  imprisonment  of  not  less  than  20  years 
and  not  more  than  life,  a  fine  not  to  exceed 
the  greater  of  that  authorized  in  accordance 
with  the  provisions  of  title  18.  United  States 
Code,  or  $2,000,000  if  the  defendant  is  an  in- 
dividual or  $5,000,000  if  the  defendant  is 
other  than  an  individual,  or  both.  If  any 
person  commits  such  a  violation  after  one  or 
more  prior  convictions  for  an  offense  pun- 
ishable   under    this    subsection,    or    for    a 
felony  under  any  other  provision  of  this 
title  or  title  II  or  other  law  of  a  State,  the 
United  States,  or  a  foreign  country  relating 
to  narcotic  drugs,  marihuana,  or  depressant 
or  stimulant  substances,  have  become  final, 
such  person  shall  be  sentenced  to  a  term  of  • 
imprisonment  of  not  less  than  10  years  and 
not   more   than   life   imprisonment   and   if 
death  resulU  from  the  use  of  such  sub- 
stance shall  be  sentenced  to  life  imprison- 
ment, a  fine  not  to  exceed  the  greater  of 
twice  that  authorized  in  accordance  with 
the   provisions   of  title    18,   United   States 
Code,  or  $4,000,000  if  the  defendant  is  an  in- 
dividual or  $10,000,000  if  the  defendant  is 
other  than  an  individual,  or  both   Any  sen- 
tence under  this  paragraph  shall,  in  the  ab- 
sence of  such  a  prior  conviction,  impose  a 
special  parole  term  of  at  least  4  years  in  ad- 
dition to  such  term  of  imprisonment  and 
shall,  if  there  was  such  a  prior  conviction, 
impose  a  special  parole  term  of  at  least  8 
years  In  addition  to  such  term  of  imprison- 
ment. Notwithstanding  the  preceding  sen- 
tence and  notwithstanding  any  other  provi- 
sion of  law.  the  court  shall  not  place  on  pro- 
bation   or   suspend    the   sentence    oT    any 
person  sentenced  under  this  paragraph  nor 
shall   the   term  of   imprisonment   imposed 
under  this  paragraph  run  concurrently  with 
any  other  term  of  imprisonment  under  this 
paragraph  or  under  any  other  provision  of 
law.  No  person  sentenced  under  this  para- 
graph shall  be  eligible  for  parole  during  the 
term  of  imprisonment  imposed  therein. 
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"(2)  In  the  case  of  a  violation  under  sub- 
section (a)  of  this  section  involving  a  con- 
trolled substance  in  schedule  I  or  II.  the 
person  committing  such  violation  shall, 
except  as  provided  in  paragraphs  (1)  and 
(3).  be  sentenced  to  a  term  of  imprisonment 
of  not  more  than  20  years  and  if  death  re- 
sults from  the  use  of  such  substance  shall 
be  sentenced  to  a  term  of  imprisonment  of 
not  less  than  20  years  and  not  more  than 
life,  a  fine  not  to  exceed  the  greater  of  that 
authorized  in  accordance  with  the  provi- 
sions of  title  18,  United  States  Code,  or 
$1,000,000  if  the  defendant  is  an  individual 
or  $5,000,000  if  the  defendant  is  other  than 
an  individual,  or  both.  If  any  person  com- 
mits such  a  violation  after  one  or  more  prior 
convictions  for  an  offense  punishable  under 
this  subsection,  or  for  a  felony  under  any 
other  provision  of  this  title  or  title  II  or 
other  law  of  a  State,  the  United  States  or  a 
foreign  country  relating  to  narcotic  drugs, 
marihuana,  or  depressant  or  stimulant  sub- 
stances, have  become  final,  such  person 
shall  be  sentenced  to  a  term  of  imprison- 
ment of  not  more  than  30  years  and  if  death 
results  from  the  use  of  such  substance  shall 
be  sentenced  to  life  imprisonment,  a  fine 
not  to  exceed  the  greater  of  twice  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United  States  Code,  or  $2,000,000 
if  the  defendant  is  an  individual  or 
$10,000,000  if  the  defendant  is  other  than 
an  individual,  or  both.  Any  sentence  impos- 
ing a  term  of  imprisonment  under  this  para- 
graph shall,  in  the  absence  of  such  a  prior 
conviction.  Impose  a  special  parole  term  of 
at  least  3  years  in  addition  to  such  term  of 
imprisonment  and  shall,  if  there  was  such  a 
prior  conviction,  impose  a  special  parole 
term  of  at  least  6  years  in  addition  to  such 
term  of  imprisonment. 
Notwithstanding  the  prior  sentence,  and 
notwithstanding  any  other  provision  of  law. 
the  court  shall  not  place  on  probation  or 
suspend  the  sentence  of  any  person  sen- 
tenced under  the  provisions  of  this  para- 
graph which  provide  for  a  mandatory  term 
of  imprisonment  if  death  results,  nor  shall 
such  a  term  of  imprisorunent  run  concur- 
rently with  any  other  term  of  imprisonment 
under  this  paragraph  or  under  any  other 
provision  of  law.  nor  shall  a  person  so  sen- 
tenced be  eligible  for  parole  during  the  term 
of  such  a  sentence.". 

(b)  Section  1010(b)(3)  of  the  Controlled 
Substances  Import  and  Export  Act  (21 
U.S.C.  960(b)(3))  is  amended- 

(1)  by  striking  out  '.  except  as  provided  in 
paragraph  (4)": 

(2)  by  striking  out  the  phrase  'fined  not 
more  than  $50,000"  and  inserting  in  lieu 
thereof  "fined  not  to  exceed  the  greater  of 
that  authorized  in  accordance  with  the  pro- 
visions of  title  18,  United  States  Code,  or 
$250,000  if  the  defendant  is  an  individual  or 
$1,000,000  if  the  defendant  is  other  than  an 
individual";  and 

(3)  by  inserting  "except  in  the  case  of  100 
or  more  marihuana  plants  regardless  of 
weight,"  after  "marihuana,". 

PART  V— JUVENILE  DRUG  TR.AFFICKING 
ACT  OF  1986 

SEC.  1551.  SHORT  TITLE. 

This  part  may  be  cited  as  the  "Juvenile 
Drug  Trafficking  Act  of  1986". 

SEC.  1552.  OFFENSE. 

Part  D  of  the  Controlled  Substances  Act  is 
amended  by  adding  after  section  405A  a  new 
section  as  follows: 


"EMPLOYMENT  OR  USE  OF  PERSONS  UNDER 
TWENTY-ONE  YEARS  OF  AGE  IN  DRUG  OPER- 
ATIONS 

"Sec.  405B.  (a)  Except  as  authorized  by 
this  title,  it  shall  be  unlawful  for  any  person 
at  least  eighteen  years  of  age  to  knowingly 
and  intentionally— 

"(1)  employ,  hire.  use.  persuade,  induce, 
entice,  or  coerce,  a  person  under  twenty-one 
years  of  age  to  violate  any  provision  of  this 
title:  or 

"(2)  employ,  hire,  use.  persuade,  induce, 
entice,  or  coerce,  a  person  under  twenty-one 
years  of  age  to  assist  in  avoiding  detection 
or  apprehension  for  any  offense  of  this  title 
by  any  Federal.  State,  or  local  law  enforce- 
ment official. 

"(b)  Any  person  at  least  eighteen  years  of 
age  who  violates  section  405B(a)  (1)  or  (2)  of 
this  title  is  punishable  by  a  term  of  impris- 
onment, or  a  fine,  or  both;  up  to  twice  that 
authorized  by  section  401(b)  of  this  title, 
and  at  least  twice  any  special  parole  term 
authorized  by  section  401(b)  of  this  title,  for 
a  first  offense. 

"(c)  Any  person  at  least  eighteen  years  of 
age  who  violates  section  405B(a)  (1)  or  (2)  of 
this  title  after  a  prior  conviction  or  convic- 
tions under  subsection  (a)  of  this  section 
have  become  final,  is  punishable  by  a  term 
of  imprisonment,  or  a  fine,  or  both,  up  to 
three  times  that  authorized  by  section 
401(b)  of  this  title  for  a  first  offense  under 
that  section,  and  at  least  three  times  any 
special  parole  term  authorized  by  section 
401(b)  of  this  title  for  a  first  offense  under 
that  section. 

"(d)  Any  person  who  violates  subsection 
(a)(1)  or  (a)(2)— 

"(1)  by  knowingly  providing  or  distribut- 
ing to  any  person  under  twenty-one  years  of 
age  or  any  pregnant  individual  with  any 
controlled  substance:  or 

"(2)  if  the  person  employed,  hired,  or  used 
is  fourteen  years  of  age  or  younger, 
shall  be  subject  to  a  term  of  imprisonment 
for  not  more  than  five  years  or  a  fine  of  not 
more  than  $50,000.  or  both,  in  addition  to 
any  other  punishment  authorized  by  this 
section. 

"(e)  In  any  case  of  any  sentence  imposed 
under  this  section,  imposition  or  execution 
of  such  sentence  shall  not  be  suspended  and 
probation  shall  not  be  granted.  An  individ- 
ual convicted  under  this  section  of  an  of- 
fense for  which  a  mandatory  minimum  term 
of  imprisonment  is  set  out  in  section  401(b) 
of  this  title  shall  not  be  eligible  for  parole 
under  section  4202  of  title  18.  United  States 
Code,  until  the  individual  has  served  the 
mandatory  term  of  imprisonment  required 
by  section  401(b)  as  enhanced  by  this  sec- 
tion.". 

SEC.  1553.  TECHNICAL  AMENDMENTS. 

(a)  Section  401(b)  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  841(b))  is  amended  by 
deleting  the  phrase  "or  405A"  and  inserting 
in  lieu  thereof  ",  405A,  or  405B '. 

(b)  Section  401(c)  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  841(c))  is  amended  by 
striking  out  "405A"  each  place  it  appears 
and  inserting  in  lieu  thereof  ",  405A,  or 
405B". 

(c)  The  table  of  contents  of  the  Compre- 
hensive Drug  Abuse  Prevention  and  Control 
Act  of  1970  is  amended  by  inserting  after 
the  item  relating  to  section  405A  the  follow- 
ing: 

"405B.  Employment  of  minors  in  controlled 
substance  trafficking.". 


SEC.  1554.  DISTRIBll'ION  OF  A  CONTROLLED  SUB- 
STANCE WITHIN  1000  FEET  OF  A  COL- 
LEGE. 

Section  405A  of  the  Controlled  Substances 
Act  (21  U.S.C.  845a)  is  amended,  in  subsec- 
tion (a),  by  adding  after  the  word  "distribut- 
ing" the  words  "or  manufacturing"  and  by 
striking  the  words  "a  public  or  private  ele- 
mentary or  secondary  school"  and  inserting 
in  lieu  thereof  "a  public  or  private  elemen- 
tary, vocational,  or  secondary  school  or  a 
public  or  private  college,  junior  college,  or 
university". 

PART  VI— CHEMICAL  DIVERSION  AND 
TRAFFICKING  ACT  OF  1986 

SEC,  1561.  SHORT  TITLE. 

This  part  may  be  cited  as  the  "Chemical 
Diversion  and  Trafficking  Act  of  1986". 

SEC.  1562.  OFFENSE. 

Part  C  of  the  Controlled  Substances  Act  is 
amended  by  adding  at  the  end  thereof  the 
following  new  section: 

"CHEMICAL  DIVERSION  AND  TRAFFICKING 

"Sec  311.  (a)(1)  Except  as  provided  under 
paragraph  (3)  of  this  subsection  any  person 
who  manufactures,  distributes,  imports  or 
exports  a  substance  listed  under  subsection 
(d)  shall  maintain  records  and  make  reports 
as  the  Attorney  General  may  by  regulation 
require  concerning  the  distribution,  sale,  im- 
portation or  exportation  of  said  listed  sub- 
stances. Such  records  shall  be  in  a  form 
such  that  they  are  readily  retrievable  from 
ordinary  business  records  and  shall  be  kept 
and  made  available,  for  at  least  5  years,  for 
inspection  and  copying  by  officers  or  em- 
ployees of  the  United  States  authorized  by 
the  Attorney  General.  In  establishing  regu- 
lations concerning  required  records  and  re- 
ports, the  Attorney  General  may  establish  a 
threshold  quantity  for  recordkeeping  and 
reporting  requirements  for  each  listed 
chemical.  The  Attorney  General  may  in- 
clude in  the  information  required  to  be 
maintained  or  reported  the  following: 

"(A)  The  quantity,  form,  and  manner  in 
which,  and  date  on  which,  the  substance 
was  distributed,  imported  or  exported. 

"(B)(i)  In  the  case  of  the  distribution  or 
exportation  to  an  individual,  the  name,  ad- 
dress, and  age  of  the  individual  and  the  type 
of  identification  presented  to  confirm  the 
identity  of  the  individual. 

"(ii)  In  the  case  of  the  distribution  or  ex- 
portation to  an  entity  other  than  an  individ- 
ual, the  name  and  address  of  the  entity  and 
the  name,  address,  and  title  of  the  individ- 
ual ordering  or  receiving  the  substance  and 
the  type  of  identification  presented  to  con- 
firm the  identity  of  the  individual  and  of 
the  entity. 

"(2)  Except  as  provided  under  paragraph 
(3)  of  this  subsection,  no  person  may  distrib- 
ute or  export  a  substance  listed  under  sub- 
section (d)  unless  the  recipient  or  purchaser 
presents  to  the  distributor  a  certification  of 
lawful  use  and  identification,  to  establish 
the  identity  of  the  recipient  or  purchaser 
(and  any  entity  which  the  recipient  or  pur- 
chaser represents),  of  such  a  type  as  the  At- 
torney General  establishes  by  regulation. 

"(3)  It  shall  be  unlawful  to  purchase  a  re- 
portable amount  of  any  chemical  listed 
under  subsection  (d)  in  units  small  enough 
so  that  the  making  of  records  or  filing  of  re- 
ports under  this  section  is  not  required  for 
the  purpose  of  evading  the  recordkeeping  or 
reporting  requirements  created  by  this  sec- 
tion and  the  regulations  promulgated  there- 
under. 

"(4)  Under  such  conditions  and  to  such 
extent  as  the  Attorney  General  establishes, 
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paragraphs  (1).  (2).  and  (3)  shall  not  apply 
to- 

"(A)  the  distribution  of  listed  substances 
between  agents  or  employees  within  a  single 
facility  (as  defined  by  the  Attorney  Gener- 
al), if  such  agents  or  employees  are  acting  in 
the  lawful  and  usual  course  of  their  busi- 
ness or  employment; 

"(B)  the  delivery  of  listed  substances  to  or 
by  a  common  or  contract  carrier  for  carriage 
in  the  lawful  and  usual  course  of  its  busi- 
ness, or  to  or  by  a  warehouseman  for  stor- 
age in  the  lawful  and  usual  course  of  its 
business;  but  where  such  carriage  or  storage 
is  in  connection  with  the  distribution  or  im- 
portation of  substances  to  a  third  person, 
this  subparagraph  shall  not  relieve  the  dis- 
tributor or  importer  from  compliance  with 
paragraph  (1)  or  (2);  or 

"(C)  any  distribution  or  importation  with 
respect  to  which  the  Attorney  General  de- 
termines that  the  reports  or  records  re- 
quired by  paragraph  ( 1 )  or  the  presentation 
of  identification  or  certification  required  by 
paragraph  (2)  is  not  necessary  for  the  en- 
forcement of  this  subchapter. 
"(b)  It  shall  be  unlawful: 
"(1)  to  the  customs  territory  of  the  United 
States  from  any  place  outside  thereof  (but 
within  the  United  States),  or  to  import  into 
the  United  States  from  any  place  outside 
thereof,  any  substance  listed  under  subsec- 
tion (d)  unless  the  substance  is  imported  for 
comjnercial,  scientific  or  other  legitimate 
uses,  and— 

"(A)  In  the  case  of  substances  listed  in 
subsection  (d)(1),  pursuant  to  a  permit 
issued  by  the  Attorney  General,  or 

"(B)  In  the  case  of  substances  listed  in 
subsection  (d)(2),  pursuant  to  such  notifica- 
tion or  declaration  requirements  as  the  At- 
torney General  may  by  regulation  prescribe. 

"(2)  It  shall  be  unlawful  to  export  from 
the  United  States  to  any  other  country  a 
substance  listed  under  subsection  (d)  unless 
there  is  furnished  (before  export)  to  the  At- 
torney General  documentary  proof  that  im- 
portation is  not  contrary  to  the  laws  or  reg- 
ulations of  the  country  of  destination  for 
consumption  for  medical,  commercial,  scien- 
tific, or  other  legitimate  purposes  and— 

"(A)  In  the  case  of  substances  listed  in 
subsection  (d)(1),  pursuant  to  a  permit 
issued  by  the  Attorney  General,  or 

"(B)  In  the  case  of  substances  listed  in 
subsection  (d)(2),  pursuant  to  such  notifica- 
tion or  declaration  requirements  as  the  At- 
torney General  may  by  regulation  prescribe. 

"(c)  The  Attorney  General  may  by  rule: 

"(1)  Add  substances  to  paragraph  (d)  if— 

"(A)  he  finds  that  such  substance  is  a  pre- 
cursor or  essential  chemical  which  can  be 
used  to  manufacture  a  controlled  substance, 
and 

"(B)  such  substance  is  being  used  in  the 
manufacture  of  controlled  substances  in  vio- 
lation of  this  title,  and 

"(C)  he  finds  that  the  inclusion  of  such 
substance  in  subsection  (d)  is  necessary  to 
curtail  the  manufacture  of  controlled  sub- 
stances in  violation  of  this  title. 

"(2)  Delete  a  substance  listed  in  subsec- 
tion (d)  if  he  finds  that  its  listing  no  longer 
meets  the  criteria  set  forth  in  paragraph 
(1). 

"(d)  The  provisions  of  this  title  shall 
apply  to  the  following: 

"(1)  Precursor  chemicals: 

"(A)  N-Acetylanthranilic  acid; 

"(B)  Anthranilic  acid; 

"(C)  Ergotamine  tartrate; 

"(D)  Ergonovine  maleate; 

"(E)  Phenylacetic  acid; 

"(F)  Ephedrine; 


"(G)  Pseudoephedrine; 

"(H)  Benzyl  cyanide; 

"(I)  Benzyl  chloride;  and 

"(J)  Piperidine. 

"(2)  E^ential  chemicals: 

"(A)  Potassium  permanganate; 

"(B)  Acetic  anhydride; 

"(C)  Acetone;  and 

"(D)  Ethyl  ether. 

"(e)  Any  information  which  is  reported  to 
or  otherwise  obtained  by  the  Attorney  Gen- 
eral under  this  section  and  which  is  exempt 
from  disclosure  pursuant  to  subsection  (a) 
of  section  552  of  title  5  by  reason  of  subsec- 
tion (4)  thereof  shall  be  considered  confi- 
dential and  shall  not  t)e  disclosed,  except 
that  such  information  may  be  disclosed  to 
officers  or  employees  of  the  United  States 
concerned  with  carrying  out  this  title  or 
title  III  or  when  relevant  in  any  proceeding 
for  the  enforcement  of  this  title  or  title  III 
or  when  necessary  to  meet  United  States 
treaty  obligations. 

"(f)  For  the  purposes  of  this  title— 

"(1)  the  term  "import"  has  the  same 
meaning  given  such  term  in  section  1001  of 
title  III  (21  U.S.C.  951  (a)(1));  and 

"(2)  the  term  'customs  territory  of  the 
United  States'  has  the  same  meaning  given 
such  term  in  section  1001  of  title  III  (21 
U.S.C.  951(a)(2)). 

"(g)  No  person  may  distribute,  sell, 
import,  export,  or  otherwise  transfer  to  an- 
other person  any  commercial  tableting  ma- 
chine or  encapsulating  machine  unless  the 
purchaser,  recipient,  transferee,  or  his  agent 
presents  to  the  distributor  or  supplier  a  cer- 
tification of  lawful  use  and  identification  to 
confirm  the  identity  of  the  recipient  or  pur- 
chaser (and  any  entity  which  the  recipient 
or  purchaser  represents)  or  such  a  type  as 
the  Attorney  General  by  regulation  may  es- 
tablish. 

"(h)  Any  person  who  distributes,  sells,  im- 
ports, exports  or  otherwise  transfers  to  an- 
other person  any  commercial  tableting  ma- 
chine or  encapsulating  machine  shall  report 
the  transfer  to  the  Attorney  General  in 
such  a  form  as  the  Attorney  General  may 
by  regulation  require.  The  Attorney  Gener- 
al may  require  such  information  as  the  date 
of  sale  or  transfer,  name  and  address  of 
transferee,  purpose  for  which  equipment  is 
intended,  serial  numbers  and  make/model 
of  equipment.". 

SEC.  1563.  TECHNICAL  AND  CONFORMING  AMEND- 
.MENTS. 

(a)  Section  401(d)(1)  (21  U.S.C.  841(d)(1)) 
of  the  Controlled  Substances  Act  is  amend- 
ed by— 

(1)  deleting  the  word  "piperidine"  and  re- 
placing it  with  the  words  "precursor  chemi- 
cal or  essential  chemical  listed  under  section 
311(d)";  and 

(2)  deleting  the  word  "phencyclidine"  and 
replacing  it  with  the  words  "any  controlled 
substance". 

(b)  Section  401(d)(2)  (21  U.S.C.  841(d)(2)) 
of  the  Controlled  Substances  Act  is  amend- 
ed by— 

(1)  adding  the  words  "or  distributes"  after 
the  word  "possesses"; 

(2)  deleting  the  word  "piperidine"  the 
first  place  it  appears  and  replacing  it  with 
the  words  "precursor  chemical  or  essential 
chemical  listed  under  section  311(d) "; 

(3)  deleting  the  word  piperidine"  the 
second  place  it  appears  and  replacing  it  with 
the  words  "precursor  chemical  or  essential 
chemical";  and 

(4)  deleting  the  word  "phencyclidine"  and 
replacing  it  with  "any  controlled  sub- 
stance". 


(c)  Section  401(d)  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  841(d))  is  amended 
by- 

( 1 )  deleting  "or"  in  paragraph  ( 1 ); 

(2)  adding  new  paragraphs  (3)  and  (4) 
after  paragraph  (2)  as  follows: 

"(3)  imports  or  exports  a  precursor  or  es- 
sential chemical  listed  under  section  311(d) 
except  as  provided  for  by  this  Act,  or 

"(4)  possesses  any  precursor  chemical  or 
essential  chemical  listed  under  section 
311(d),  with  Icnowledge  that  the  recordkeep- 
ing or  reporting  requirements  of  section 
311(a)  of  this  title  or  regulations  issued 
thereunder  have  not  been  adhered  to". 

(d)  Section  402(a)(9)  (21  U.S.C.  842(a)(9)) 
of  the  Controlled  Substances  Act  is  amend- 
ed by— 

(1)  deleting  the  word  "piperidine"  and  re- 
placing it  with  the  words  "a  precursor 
chemical  or  essential  chemical  listed  under 
section  311(d)"; 

(2)  adding  after  the  citation  "section 
310(a)(2) "  the  phrase  "or  section  311(a)(2)"; 
and 

(3)  adding  "or  certification"  after  "identi- 
fication". 

(e)  Section  403(a)  (21  U.S.C.  843(a))  of  the 
Controlled  Substances  Act  is  sunended  by— 

(1)  in  paragraph  (4)(B)  by  deleting  the 
word  "piperidine"  and  replacing  it  with  the 
words  "a  precursor  chemical  or  essential 
chemical  listed  under  section  311(d)"": 

(2)  in  paragraph  (4 KB)  by  adding  after 
the  citation  "section  310(a)""  the  phrase  "or 
section  311(a)""; 

(3)  in  paragraph  (4)(B)  by  adding  "or  cer- 
tificate" after  "identification"  where  it  ap- 
pears; 

(4)  in  paragraph  (4 KB)  by  striking  out 
""or"  after  the  semicolon:  and 

(5)  by  adding  the  following  paragraphs 
after  paragraph  (5)  as  follows: 

""(6)  possesses  any  drug  manufacturing 
equipment,  tableting  or  encapsulating  ma- 
chines, or  gelatin  capsules  with  intent  to 
manufacture  a  controlled  substance  except 
as  authorized  by  this  subchapter;  or 

"(7)  manufactures,  distributes,  sells,  or  im- 
ports any  drug  manufacturing  equipment, 
tableting  or  encapsulating  machines,  or 
gelatin  capsules  knowing,  or  having  reasona- 
ble cause  to  believe,  that  they  will  be  used 
to  manufacture  a  controlled  substance' 
except  as  authorized  by  this  subchapter.'". 

(f)  Section  511(a)  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  881)  is  amended  by 
adding  a  new  subsection  (9)  as  follows: 

"(9)  all  chemicals  listed  under  section 
311(d)  which  have  been  imported,  exported, 
manufactured,  possessed,  distributed  or  in- 
tended to  be  distributed,  in  violation  of  this 
title,  as  well  as  all  conveyances  and  equip- 
ment, including  aircraft,  vehicles,  or  vessels, 
which  are  used,  or  intended  for  use,  to 
transport,  or  in  any  way  facilitate  the  trans- 
portation, sale,  receipt,  possession,  or  con- 
cealment of  precursor  chemicals  and  essen- 
tial chemicals  in  violation  of  this  title, 
except  as  provided  for  under  paragraph  (4) 
(A)  and  (B)  above.". 

(g)  Section  102  (21  U.S.C.  802)  of  the  Con- 
trolled Substances  Act  is  amended— 

(1)  in  paragraph  (11),  by  adding  after  the 
words  "a  controlled  substance"  the  words 
"'or  a  precursor  chemical  or  essential  chemi- 
cal listed  under  section  311(d)""; 

(2)  by  adding  a  new  paragraph  (31)  as  fol- 
lows: 

"(31)  The  term  "precursor  chemical"' 
means  a  substance  that  may  be  used  in  the 
chemical  process  of  manufacturing  con- 
trolled substances  and  which  is  incorporated 
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into  the  final  product  and  is  therefore  criti- 
cal to  its  manufacture.":  and 

(3)  by  adding  a  new  paragraph  (32)  as  fol- 
lows: 

"(32)  The  term  "essential  chemical" 
means  a  substance  that  may  be  used  in  the 
chemical  process  of  manufacturing  con- 
trolled substances  as  a  solvent,  reagent  or 
catalyst.". 

(h)  Section  310  (21  U.S.C.  830)  of  the  Con- 
trolled Substances  Act  is  amended  by 
adding  the  words,  "ephedrine,  or  phenylace- 
tic  acid"  after  each  reference  to  piperidine 
in  subsection  (a). 

(i)  Section  506(A)  (21  U.S.C.  876(a))  of  the 
Controlled  Substances  Act  is  amended  by 
adding  after  the  words  "with  respect  to  con- 
trolled substances,"  the  words  "precursor 
chemicals  or  essential  chemicals,". 

SEC.  I5S4.  DRIG  PROCRA.M  BY  ATTOR.NEY  GENER. 
AL. 

The  Attorney  General  shall  maintain  an 
active  program,  both  domestic  and  interna- 
tional, to  curtail  the  diversion  of  precursor 
chemicals  and  essential  chemicals  used  in 
the  illicit  manufacture  of  controlled  sub- 
stances. This  program  shall  include  appro- 
priate controls  on  the  purchase,  sale,  impor- 
tation and  expKDrtation  of  these  chemicals 
and  development  of  cooperative  efforts  with 
foreign  drug  control  authorities. 

PART  VII— ASSETS  FORFEITURE 
A.MEND.MENTS  ACT  OF  1986 
SEC.  1571.  SHORT  TITLE. 

This  part  may  be  cited  as  the  Asset  For- 
feiture Amendments  Act  of  1986  ". 

SEC.  1572.  DEPARTME.NT  OF  JISTICE  ASSETS  FOR- 
FEITI  RE  FUND. 

(a)  Subsection  (c)(1)  of  section  524  of  title 
28.  United  States  Code,  is  amended— 

(1)  by  redesignating  subparagraph  (A)  as 
subparagraph  (A)(i):  and 

(2)  by  inserting  the  following  after  sub- 
paragraph (A)(i)  as  so  redesignated: 

"(ii)  the  payment  of  non-case  specific,  pro- 
gram-related expenses  for  contracting  for 
ser\'ices  related  to  the  processing  of  and  ac- 
counting for  forfeitures:". 

(b)  Subsection  (c)(1)(E)  of  section  524  of 
title  28.  United  States  Code,  is  amended— 

(1)  by  inserting  "the  Federal  Bureau  of 
Investigation,  the  United  States  Marshals 
Service,"  after  "for  official  use  by";  and 

(2)  by  striking  out  "and"  after  the  semi- 
colon. 

(c)  Subsection  (c)(1)(F)  of  section  524  of 
title  28,  United  States  Code,  is  amended  by 
striking  out  "Act."  and  inserting  "Act:  and" 
in  lieu  thereof. 

(d)  Subsection  (c)(1)  of  section  524  of  title 
28  of  the  United  States  Code  is  amended  by 
inserting  the  following  new  subparagraph 
after  subparagraph  (P): 

"(G)  for  the  payment  of  non-case  specific, 
forfeiture  program-related  expenses  for 
training  and  printing.". 

(e)  Subsection  (c)(8)  of  section  524  of  title 
28  of  the  United  States  Code  is  amended  by 
striking  out  "For  fiscal  years  1984,  1985, 
1986,  and  1987"  and  inserting  in  lieu  thereof 
"Through  fiscal  year  1991". 

SEC.  1573.  SIBSTITITE  ASSETS. 

(a)  Section  1963  of  title  18  is  amended  by 
adding  at  the  end  thereof  a  new  subsection, 
as  follows: 

"(n)  If  any  of  the  property  described  in 
subsection  (a),  as  a  result  of  any  act  of  omis- 
sion of  the  defendant— 

"(1)  cannot  be  located  upon  the  exercise 
of  due  diligence: 

"(2)  has  been  transferred  or  sold  to.  or  de- 
posited with,  a  third  party: 

"(3)  has  been  placed  beyond  the  jurisdic- 
tion of  the  court; 


"(4)  has  been  substantially  diminished  in 
value;  or 

"(5)  has  been  commingled  with  other 
property  which  cannot  be  divided  without 
difficulty: 

the  court  shall  order  the  forfeiture  of  any 
other  property  of  the  defendant  up  to  the 
value  of  any  property  described  in  para- 
graphs (1)  through  (5).". 

(b)  Section  413  of  title  XI  of  the  Compre- 
hensive Drug  Abuse  Prevention  and  Control 
Act  of  1970  is  amended— 

(1)  by  redesignating  subsection  "(p)"  as 
subsection  "(q)";  and 

(2)  by  adding  a  new  subsection  (p)  as  fol- 
lows: 

(p)  If  any  of  the  property  described  in 
subsection  (a),  as  a  result  of  any  act  or  omis- 
sion of  the  defendant— 

"(1)  cannot  be  located  upon  the  exercise 
of  due  diligence: 

"(2)  has  been  transferred  or  sold  to.  or  de- 
posited with,  a  third  party; 

"(3)  has  been  placed  beyond  the  jurisdic- 
tion of  the  court: 

"(4)  has  been  substantially  diminished  in 
value:  or 

"(5)  has  been  commingled  with  other 
property  which  cannot  be  divided  without 
difficulty: 

the  court  shall  order  the  forfeiture  of  any 
other  property  of  the  defendant  up  to  the 
value  of  any  property  described  in  para- 
graphs (1)  through  (5).". 

PART  VIII— EXCLISIONARY  RILE 
LI.MIT.4TIO.N  .4CT  OF  1986 

SEC.  I5H1.  SHORT  TITLE. 

This  part  may  be  cited  as  the  "Exclusion- 
ary Rule  Limitation  Act  of  1986". 

SEC.  1582.  AMEND.MENT  TO  CHAPTER  22,1  OK  TITLE 
IK. 

(a)  Chapter  223  of  title  18.  United  States 
Code,  is  amended  by  adding  at  the  end 
thereof  the  following  two  sections: 

"S  3.508.  Limitation  of  the  fourth  amendment  ex- 
clu§ionary  rule 

"Evidence  which  is  obtained  as  a  result  of 
a  search  or  seizure  shall  not  be  excluded  in 
a  proceeding  in  a  court  of  the  United  States 
on  the  ground  that  the  search  or  seizure 
was  in  violation  of  the  fourth  amendment  to 
the  Constitution  of  the  United  States,  if  the 
search  or  seizure  was  undertaken  in  an  ob- 
jectively, reasonable  belief  that  it  was  in 
conformity  with  the  fourth  amendment.  A 
showing  that  evidence  was  obtained  pursu- 
ant to  and  within  the  scope  of  a  warrant 
constitutes  prima  facie  evidence  of  such  a 
reasonable  belief,  unless  the  warrant  was 
obtained  through  intentional  and  material 
misrepresentation. 

"§3509.  General   limitation  of  the  exclusionary 
rule 

"Except  as  specifically  provided  by  statute 
or  rule  of  procedure,  evidence  which  is  oth- 
erwise admissible  shall  not  be  excluded  in  a 
proceeding  in  a  court  of  the  United  States 
on  the  ground  that  the  evidence  was  ob- 
tained in  violation  of  a  statute  or  rule  of 
procedure,  or  of  a  regulation  issued  pursu- 
ant thereto.". 

(b)  The  table  of  sections  of  chapter  223  of 
title  18.  United  States  Code,  is  amended  by 
adding  at  the  end  thereof: 

"3508.  Limitation  of  the  fourth  amendment 
exclusionary  rule. 

"3509.  General  limitation  of  the  exclusion- 
ary rule.". 


Subtitle  F— Public  Awareness  and  Private  Sector 
Initiatives  Act  of  1986 

SEC.  ISOl.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Public 
Awareness  and  Private  Sector  Initiatives 
Act  of  1986". 

SEC.  I«02.  (  ONTRACT  AITHORITY. 

(a)  Notwithstanding  any  other  provision 
of  law.  the  head  of  an  agency  of  the  Federal 
Government  is  not  required  to  use  competi- 
tive procedures  in  the  procurement  of  prop- 
erty or  services  by  such  agency  if— 

(1)  such  property  or  services  are  to  be 
used  primarily  for  the  purpose  of  conduct- 
ing a  public  education  program  to  publicize 
the  dangers  of  illegal  drug  use: 

(2)  at  least  50  per  cent  of  the  reasonable 
value  of  such  property  or  services  is  donat- 
ed, in  cash  payments  or  in  kind,  to  the  Gov- 
ernment for  such  purpose:  and 

(3)  the  agency  procures  such  property  or 
services  within  2  years  after  the  date  of  en- 
actment of  this  subtitle. 

(b)  As  used  in  subsection  (a),  the  term 
"competitive  procedures"  has  the  same 
meaning  as  is  provided  in  section  4(1  )(6)  of 
the  Office  of  Federal  Procurement  Policy 
Act  (41  U.S.C.  403(1M6)). 

(c)  The  provisions  of  this  section  shall 
take  effect  upon  the  date  of  enactment  of 
this  subtitle  and  remain  in  effect  for  a 
period  of  two  years  thereafter. 

SEC.  1603.  A.MENDMENT  TO  THE  (ACT  IN  SECTIONI. 

(a)  Section  501  of  the  United  States  Infor- 
mation and  Educational  Exchange  Act  of 
1948  is  amended  by  inserting  in  the  second 
sentence  after  "Office"  the  following:  "or 
any  information  warning  of  the  hazards  of 
illegal  drug  use". 

(b)  The  provisions  of  this  section  shall 
take  effect  upon  the  date  of  enactment  of 
this  subtitle. 

TITLE  II-PENDING  SENATE 
INITIATIVES  AGAINST  DRUGS 

Subtitle  A— Federal  Drug  Law  Enforcement 
Agent  Protection  Act  of  1986 

SEC.  2101.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Federal 
Drug  Law  Enforcement  Agent  Protection 
Act  of  1986". 

SE(.  2102.  A.ME.Ml.MENT  TO  THE  CONTROLLED  SUB- 
STANCES  ACT. 

Subsection  (e)  of  section  511  of  the  Con- 
trolled Substances  Act  (21  U.S.C.  881(e))  is 
amended  by— 

(1)  inserting  after  "(e)"  the  following: 
"(1)": 

(2)  redesignating  paragraphs  (1),  (2),  (3), 
and  (4)  as  subparagraphs  (A),  (B),  (C),  and 
(D),  respectively:  and 

(3)  striking  out  the  matter  following  sub- 
paragraph (D),  as  redesignated,  and  insert- 
ing in  lieu  thereof  the  following: 

"(2)(A)  The  proceeds  from  any  sale  under 
subparagraph  (B)  of  paragraph  (1)  and  any 
moneys  forfeited  under  this  title  shall  be 
used  to  pay— 

"(i)  all  property  expenses  of  the  proceed- 
ings for  forfeiture  and  sale  including  ex- 
penses of  seizure,  maintenance  of  custody, 
advertising,  and  court  costs:  and 

"(ii)  awards  of  up  to  $100,000  to  any  indi- 
vidual who  provides  original  information 
which  leads  to  the  arrest  and  conviction  of  a 
person  who  kills  or  kidnaps  a  Federal  drug 
law  enforcement  agent. 
Any  award  paid  for  information  concerning 
the  killing  or  kidnapping  of  a  Federal  drug 
law  enforcement  agent,  as  provided  in 
clause  (ii),  shall  be  paid  at  the  discretion  of 
the  Attorney  General. 
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"(B)  The  Attorney  General  shall  forward 
to  the  Treasurer  of  the  United  States  for 
deposit  in  accordance  with  section  524(c)  of 
title  28,  United  States  Code,  any  amounts  of 
such  moneys  and  proceeds  remaining  after 
payment  of  the  expenses  provided  in  sub- 
paragraph (A).". 

Subtitle  B — Common  Carrier  Operation  I'nder 
the  Influence  of  Alcohol  or  Drugo 
SEC.  2201.  OFFENSE. 

(a)  Part  I  of  title  18,  United  States  Code, 
is  amended  by  inserting  after  chapter  17  the 
following: 

"CHAPTER  HA— COMMON  CARRIER  OPER- 
ATION UNDER  THE  INFLUENCE  OF  ALCO- 
HOL OR  DRUGS 

"Sec. 

"341.  Definitions. 

"342.  Operation  of  a  common  carrier  under 

the    influence    of    alcohol    or 

drugs. 
"343.  Presumptions. 
"S  341.  Definitions 

"As  used  in  this  chapter,  the  term 
'common  carrier'  means  a  rail  carrier,  a 
sleeping  car  carrier,  a  bus  transporting  pas- 
sengers in  interstate  commerce,  a  water 
common  carrier,  and  an  air  common  carrier. 

"§  342.  Operation  of  a  common  carrier  under  the 

influence  of  alcohol  or  drugs 

"Whoever  operates  or  directs  the  oper- 
ation of  a  common  carrier  while  under  the 
influence  of  alcohol  or  drugs,  shall  be  impri- 
sioned  not  more  than  five  years  or  fined  not 
more  than  $10,000,  or  both. 
"§  343.  Presumptions 

"For  purposes  of  this  chapter— 

"(1)  an  individual  with  a  blood  alcohol 
content  of  .10  or  more  shall  be  conclusively 
presumed  to  be  under  the  influence  of  alco- 
hol; and 

"(2)  an  individual  shall  be  conclusively 
presumed  to  be  under  the  influence  of  drugs 
if  the  quantity  of  the  drug  in  the  system  of 
the  individual  would  be  sufficient  to  affect 
the  perception,  mental  processes,  or  motor 
functions  of  the  average  individual. ". 

(b)  The  table  of  chapters  for  part  I  of  title 
18,  United  States  Code,  is  amended  by 
adding  after  the  item  for  chapter  17  the  fol- 
lowing: 

"HA.  Common  Carrier  Operation  Under 

the  Influence  of  Alcohol  or  Drugs 341". 

Subtitle  C— Controlled  Substances  Technical 
Amendments 

SEC.  2301.  TECHNICAL  AMENDMENTS. 

(a)  Paragraph  (14)  of  section  102  of  the 
Controlled  Substances  Act  (21  U.S.C. 
802(14))  is  amended  in  the  second  and  third 
sentences  by  striking  out  the  word  "the" 
after  the  words  "the  term  'isomer'  means" 
and  inserting  in  lieu  thereof  "any". 

(b)  Paragraph  (4)  of  subsection  (a)  of 
schedule  II  of  the  Controlled  Substances 
Act  (21  U.S.C.  812)  is  amended  to  read  as 
follows: 

"(4)  coca  leaves,  except  coca  leaves  and  ex- 
tracts of  coca  leaves  from  which  cocaine,  ec- 
gonine,  and  derivatives  of  ecgonine  or  their 
salts  have  been  removed;  cocaine,  its  salts, 
optical  and  geometric  isomers,  and  salts  of 
isomers;  ecgonine,  its  derivatives,  their  salts, 
isomers,  and  salts  of  isomers;  or  any  com- 
pound, mixture,  or  preparation  which  con- 
tains any  quantity  of  any  of  the  substances 
referred  to  in  this  paragraph.". 

(c)  Subsection  (b)  of  section  405 A  of  the 
Controlled  Substances  Act  (21  U.S.C. 
845a(b))  is  amended  by  inserting  "parole" 
after  "(2)  at  least  three  times  any  special". 


(d)  Section  503(a)  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  873(a))  is  amended 
by- 

(1)  striking  out  "and"  at  the  end  of  para- 
graph (5); 

(2)  striking  out  the  period  at  the  end  of 
paragraph  (6)  and  inserting  in  lieu  thereof 
";  and";  and 

(3)  adding  at  the  end  thereof  the  follow- 
ing: 

"(7)  notwithstanding  any  other  provision 
of  law,  enter  into  contractual  agreements 
with  State  and  local  law  enforcement  agen- 
cies to  provide  for  cooperative  enforcement 
and  regulatory  activities  under  this  Act. ". 

(e)  Section  508  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  878)  is  amended  by— 

(1)  inserting  "(a)"  before  "Any  officer  or 
employee"; 

(2)  inserting  after  "Drug  Enforcement  Ad- 
ministration" the  following:  "or  any  State 
or  local  law  enforcement  officer":  and 

(3)  adding  at  the  end  thereof  the  follow- 
ing new  subsection: 

"(b)  State  and  local  law  enforcement  offi- 
cers performing  functions  under  this  section 
shall  not  be  deemed  Federal  employees  and 
shall  not  be  subject  to  provisions  of  law  re- 
lating to  Federal  employees,  except  that 
such  officers  shall  be  subject  to  section 
3374(c)  of  title  5,  United  States  Code.". 

(f)  Paragraph  (3)  of  section  1010(b)  of  the 
Controlled  Substances  Import  and  Export 
Act  (21  U.S.C.  960(b)(3))  is  amended  by 
striking  out  ■',  except  as  provided  in  para- 
graph (4)". 

Subtitle  D — Indian  Juvenile  Alcohol  and  Drug 
Abuse  Prevention 
SEC.  2401.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Indian 
Youth  Alcohol  and  Substance  Abuse  Pre- 
vention Act". 

PART  I— INTERDEPARTMENTAL 
AGREEMENT 
SEC.  2411.  AGREEMENT. 

(a)  The  Secretary  of  Health  and  Human 
Ser\'ices  shall  take  action  to  enter  into  a 
written  agreement  with  the  Secretary  of  the 
Interior  to— 

(1)  coordinate  the  Bureau  of  Indian  Af- 
fairs and  Indian  Health  Service  Indian 
youth  alcohol  and  substance  abuse  pro- 
grams existing  on  the  date  of  enactment  of 
this  Act  and  programs  established  by  this 
Act; 

(2)  identify  Federal.  State,  local,  and  pri- 
vate resources  to  combat  Indian  youth  alco- 
hol and  substance  abuse; 

(3)  delineate  the  responsibilities  of  .the 
Bureau  of  Indian  Affairs  and  the  Indian 
Health  Service  to  coordinate  Indian  youth 
alcohol  and  substance  abuse-related  services 
at  each  administrative  level; 

(4)  authorize  the  Bureau  of  Indian  Affairs 
agency  superintendents  and  education  su- 
perintendents and  the  Indian  Health  Serv- 
ice ser\'ice  unit  directors  to  enter  into  agree- 
ments described  in  section  2412;  and 

(5)  provide  for  biennial  review  of  such 
agreement  of  the  Secretary  of  Health  and 
Human  Services  and  the  Secretary  of  the 
Interior. 

(b)  The  agreement  under  subsection  (a) 
shall  be  submitted  to  Congress  and  pub- 
lished in  the  Federal  Register  within  90 
days  of  the  date  of  enactment  of  this  Act. 

SEC.    2412.    COORDINATION    OF    RESOCRCES    AND 
SERVICES. 

(a)  After  publication  in  the  Federal  Regis- 
ter of  the  agreement  entered  into  under  sec- 
tion 2411,  any  Indian  tribe  may  submit  a 
written  request  to  the  Secretary  of  Health 
and  Human  Services  to  coordinate  resources 


and  services  related  to  Indian  youth  alcohol 
and  substance  abuse  prevention,  identifica- 
tion, education,  treatment,  and  foUowup 
care. 

(b)  Within  90  days  of  receipt  of  a  written 
request  of  any  Indian  tribe  submitted  under 
subsection  (a),  the  Secretary  of  Health  and 
Human  Services,  in  consultation  with  the 
Secretary  of  the  Interior,  shall— 

(1)  enter  into  an  agreement  with  such 
tribe  to  identify  and  coordinate  the  respon- 
sibilities and  referral  resources  of  all  agen- 
cies and  programs  providing  youth  alcohol 
and  substance  abuse-related  resources  or 
services  within  the  service  area  of  such 
tribe;  and 

(2)  review  and  modify  such  agreement,  as 
necessary,  to  reflect  changes  in  the  avail- 
ability of  resources  and  services  related  to 
youth  alcohol  and  substance  abuse  preven- 
tion, identification,  education,  treatment, 
and  followup  care. 

(c)  Any  contracts,  grants,  or  cooperative 
agreements  made  to  carry  out  subsection  (b) 
shall  be  consistent  with  existing  laws  and 
regulations. 

PART  II— EDUCATION 
SEC.  2421.  BlRE.Al  OF  INDIAN  AFFAIRS  SCHOOLS. 

(a)  The  Secretary  of  the  Interior  shall  re- 
quire Bureau  of  Indian  Affairs  schools,  and 
schools  operated  under  any  contract  en- 
tered into  with  the  Bureau  of  Indian  Af- 
fairs, to  provide  a  program  of  instruction  re- 
garding alcohol  and  substance  abuse  to  stu- 
dents in  kindergarten  and  grades  1  through 
12. 

(b)  The  program  required  under  subsec- 
tion (a)  shall  be  developed  in  consultation 
with  the  Indian  tribe  or  tribes  or  school 
board  or  boards  designated  by  such  tribe  or 
tribes  that  will  be  served  by  such  program 
and  with  appropriate  education  and  health 
personnel  at  the  local  level. 

(c)  Schools  providing  programs  of  instruc- 
tion under  subsection  (a)  shall  include 
family  participation  in  the  instruction 
where  feasible. 

SEC  2422.  NEWSLETTERS 

The  Secretary  of  Health  and  Human  Serv- 
ices shall,  within  9  months  of  the  date  of  en- 
actment of  this  Act.  begin  publishing  an  al- 
cohol and  substance  abuse  newsletter  in  co- 
operation with  the  Department  of  the  Inte- 
rior and  the  Department  of  Education 
which  shall  report  on  Indian  alcohol  and 
substance  abuse  projects  and  programs.  The 
newsletter  shall  be  published  once  in  each 
calendar  quarter  and  shall  l)e  circulated 
without  charge  to  schools,  tribal  offices. 
Bureau  of  Indian  Affairs  agency  and  area 
offices.  Indian  Health  Service  area  and  serv- 
ice unit  offices,  Indian  Health  Service  alco- 
hol programs,  and  other  entities  providing 
alcohol  and  substance  abuse-related  services 
or  resources  to  Indian  people. 

SEC.  2123.  FELLOWSHIPS  FOR  INDIAN  STUDENTS. 

Subsection  (a)  of  section  423  of  the  Indian 
Education  Act  (20  U.S.C.  3385b(a))  is 
amended  by  inserting  clinical  psychology. ' 
after  "medicine,". 

PART  III-FAMILY  AND  SOCIAL  SERVICES 
SEC.  2431.  TRAINING  AND  INSTRUCTION. 

(a)  Any  initial  training  program  for  new- 
community  health  representatives  and  com- 
munity health  aids  funded  under  the  au- 
thority of  the  Act  of  November  2.  1921  (25 
U.S.C.  13)  shall  include  not  less  than  40 
hours  of  instruction  in  the  area  of  alcohol 
and  substance  abuse  and  shall  include  train- 
ing in  crisis  intervention  and  family  rela- 
tions in  the  context  of  alcohol  and  sub- 
stance abuse,  youth  alcohol  and  substance 
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abuse,  and  the  causes  and  effects  of  fetal  al- 
cohol syndrome. 

(b)(1)  The  Secretary  of  Health  and 
Human  Services  shall,  either  directly  or 
through  contract,  make  available  instruc- 
tions in  the  area  of  alcohol  and  sulwtance 
abuse,  including  instruction  in  crisis  inter- 
vention and  family  relations  in  the  context 
of  alcohol  and  substance  abuse,  youth  alco- 
hol and  substance  abuse,  and  the  causes  and 
effects  of  fetal  alcohol  syndrome  to— 

(A)  personnel  at  schools  operated  under 
any  contract  entered  into  the  Bureau  of 
Indian  Affairs. 

(B)  personnel  of  programs  operated  under 
any  contract  entered  into  with  the  Indian 
Health  Service, 

(C)  personnel  of  the  Bureau  of  Indian  Af- 
fairs. 

(D)  personnel  of  the  Indian  Health  Serv- 
ice, and 

(E)  supervisors  of  emergency  shelters  de- 
scribed in  section  2441(b)(1). 

who  are  responsible  for.  or  work  with. 
Indian  youth. 

(2)  Upon  request,  the  Secretary  of  Health 
and  Human  Services  shall  offer  the  instruc- 
tion described  in  paragraph  ( 1 )  to— 

(A)  meml)ers  of  school  boards  or  designat- 
ed school  personnel  who— 

(i)  govern,  or  are  associated  with,  any 
school  at  which  at  least  20  percent  of  the 
enrollment  consists  of  Indian  students,  and 

(ii)  are  responsible  for.  or  work  with. 
Indian  youth; 

(B)  personnel  of  urban  Indian  centers, 
which  are  funded  pursuant  to  section  4  of 
the  Indian  Health  Care  Improvement  Act 
(25  U.S.C.  1603).  who  are  responsible  for.  or 
work  with.  Indian  youth: 

(C)  judges  of  tribal  courts  and  courts  of 
Indian  offenses: 

(D)  p>ersonnel  associated  with  any  tribal. 
State,  or  Federal  Court  who  are  responsible 
for.  or  work  with.  Indian  youth: 

(E)  Bureau  of  Indian  Affairs  law  enforce- 
ment personnel:  and 

(F)  members  of  local  community  and 
tribal  organizations  or  educational  or  health 
institutions  responsible  for.  or  working 
with,  Indian  youth. 

(3)  The  Secretary  of  Health  and  Human 
Services  shall  provide  the  instruction  de- 
scribed in  paragraph  (1)  within  integrated 
programs  for  all  participants  in  local  Indian 
communities,  whenever  practicable. 

(4)  The  Secretary  of  Health  and  Human 
Services— 

(A)  may  provide  the  instruction  described 
in  paragraph  (1)  at  no  expense  to  the  par- 
ticipants or  to  the  employers  of  the  partici- 
pants, or 

(B)  may  charge  a  fee  for  the  provision  of 
such  instruction  to  a  participant. 

If  such  a  fee  is  charged,  the  amount  of  such 
fee  shall  not  exceed  the  direct  costs  in- 
curred by  the  Secretary  of  Health  and 
Human  Services  in  providing  such  instruc- 
tion to  the  participant. 

(5)  The  Secretary  of  Health  and  Human 
Ser\'ices  shall  coordinate  the  planning  of 
the  instruction  described  in  paragraph  (1) 
with  the  Secretary  of  the  Interior. 

PART  IV— LAW  ENFORCE.MENT 
SEC.  2441.  PLACEMENT;  LICENSING  OF  SHELTERS. 

(a)  The  Secretary  of  the  Interior,  in  con- 
.sultation  with  the  Attorney  General  of  the 
United  States,  shall— 

(1)  promulgate  guidelines  under  which 
any  tribal  or  Federal  law  enforcement  offi- 
cer shall,  for  the  benefit  of  any  Indian 
youth  arrested  for  an  offense  in  which  the 
abuse  of  alcohol  or  substances  was  a  con- 


tributing factor,  place  such  Indian  youth  in 
an  emergency  shelter  licensed  under  subsec- 
tion (b),  a  community-based  alcohol  or  sub- 
stance abuse  treatment  facility,  or  any 
other  medical  or  detention  facility,  and 

(2)  make  these  guidelines  available  to  any 
State  which  exercises  criminal  jurisdiction 
over  any  part  of  Indian  country  pursuant  to 
Federal  law. 

(b)(1)  By  no  later  than  the  date  that  is 
210  days  after  the  date  of  enactment  of  this 
Act,  the  Secretary  of  Health  and  Human 
Services,  with  the  concurrence  of  the  Secre- 
tary of  the  Interior,  shall  establish  stand- 
ards for  the  licensing  of  temporary  emer- 
gency shelters  to  house,  whenever  appropri- 
ate. Indian  youth  apprehended  by  any  law 
enforcement  officer  for  any  offense  in 
which  the  abuse  of  alcohol  or  substances 
was  a  contributing  factor. 

(2)(A)  Indian  tribes  may  elect  to  adopt  the 
standards  prescribed  by  the  Secretary  of 
Health  and  Human  Services  under  para- 
graph (1)  and  issue  licenses  to  temporary 
emergency  shelters  that  qualify  under  such 
standards.  If  an  Indian  tribe  does  not  elect 
to  perform  the  function  of  licensing  tempo- 
rary emergency  shelters  in  accordance  with 
such  standards,  such  function  shall  be  per- 
formed by  the  Secretary  of  Health  and 
Human  Services. 

(B)  Any  license  issued  under  subpara- 
graph (A)  shall  be  subject  to  renewal  on  an 
annual  basis  and.  if  an  emergency  shelter 
fails  at  any  time  to  comply  with  the  stand- 
ards prescribed  under  paragraph  ( 1 ).  such  li- 
cense shall  be  revoked  by  the  Indian  tribe 
that  issued  such  license  or,  if  the  Indian 
tribe  fails  to  act,  by  the  Secretary  of  Health 
and  Human  Services. 

(3)  An  emergency  shelter  may  be  licensed 
under  paragraph  (2)  only  if  the  individual 
supervising  such  shelter  has  completed  the 
training  described  in  section  2431(b)(1). 

SEC.     2442.    TRIB.4L    tOlRTS.    SENTENC1N(;     AND 
FINES. 

Paragraph  (7)  of  section  202  of  the  Act  of 
April  11,  1969  (25  U.S.C.  1302)  is  amended 
by  striking  out  "for  a  term  of  six  months 
and  a  fine  of  $500,  or  both"  and  inserting  in 
lieu  thereof  "for  a  term  of  one  year  or  a  fine 
of  $5,000,  or  both". 

SEC.  2443.  .MODEL  INDIAN  Jl  VENILE  CODE. 

The  Secretary  of  the  Interior,  either  di- 
rectly or  by  contract,  shall  provide  for  the 
development  of  a  Model  Indian  Juvenile 
Code  which  shall— 

( 1 )  be  consistent  with  the  Juvenile  Justice 
and  Delinquency  Prevention  Act  of  1974. 
and 

(2)  include  provisions  relating  to  the  dis- 
position of  cases  involving  Indian  youth  ar- 
rested or  detained  by  Bureau  of  Indian  Af- 
fairs or  tribal  law  enforcement  personnel 
for  alcohol  or  substance  related  offenses. 
The  development  of  such  Model  Code  shall 
be  accomplished  in  cooperation  with  Indian 
organizations  having  an  expertise  or  knowl- 
edge in  the  field  of  law  enforcement  and  ju- 
dicial procedure  and  in  consultation  with 
Indian  tribes.  Upon  completion  of  such 
Model  Code,  the  Secretary  of  the  Interior 
shall  make  copies  of  such  Model  Code  avail- 
able to  each  Indian  tribe. 

SEC.  2444.  LAW  ENFORCEMENT  SERVICES. 

(a)  For  the  purpose  of  maintaining  law 
and  order  and  of  protecting  persons  and 
property  within  Indian  country  (within  the 
meaning  of  section  1151  of  title  18,  United 
States  Code),  the  Secretary  of  the  Interior 
(hereafter  in  this  section  referred  to  as  the 
"Secretary")  may  charge  any  officer  or  em- 
ployee of  the  Department  of  the  Interior 
with  law  enforcement  responsibilities  and 


may,  to  the  extent  the  Secretary  deems  ap- 
propriate, authorize  such  officer  or  employ- 
ee to— 

(1)  carry  firearms  within  Indian  country 
and  while  transporting  prisoners  or  on 
other  official  duties  outside  Indian  country: 

(2)  secure  and  execute  or  serve  within 
Indian  country  any  order,  warrant,  subpoe- 
na, or  other  process  which  is  issued  under 
the  authority  of  the  United  States  or  of  an 
Indian  tribe: 

(3)  make  an  arrest  without  a  warrant— 

(A)  for  any  offense  committed  against  the 
United  States  within  Indian  country  that  is 
committed  in  the  presence  of  the  officer  or 
employee, 

(B)  for  any  offense  committed  against  the 
United  States  within  Indian  country  that 
constitutes  a  felony  if  the  officer  or  employ- 
ee has  reasonable  grounds  to  believe  that 
the  person  to  be  arrested  has  committed  or 
is  committing  a  felony,  or 

(C)  for  any  offense  committed  within 
Indian  country  against  an  Indian  tribe  that 
has  commissioned  the  officer  or  employee  to 
enforce  the  laws  of  the  Indian  tribe  if  the 
officer  or  employee  has  reasonable  grounds 
to  believe  that  the  person  to  be  arrested  is 
committing  the  offense  in  the  presence  or 
view  of  the  officer  or  employee: 

(4)  offer  and  pay  a  reward  for  services  or 
information  assisting  in  the  detection  or  in- 
vestigation of  the  commission  of  an  offense 
committed  within  Indian  country  or  in  the 
apprehension  of  an  offender; 

(5)  make  inquiries,  and  administer  to,  or 
take  from,  any  person  an  oath,  affirmation, 
or  affidavit,  concerning  any  matter  which  is 
material  or  relevant  to  the  enforcement 
within  Indian  country  of  the  laws  of  the 
United  States  or  of  any  Indian  tribe  that 
has  commissioned  the  officer  to  enforce  the 
laws  of  the  Indian  tribe: 

(6)  upon  request,  assist  (with  or  without 
reimbursement)  any  Federal,  tribal.  State, 
or  local  law  enforcement  agency  in  the  en- 
forcement of  the  laws,  ordinances,  or  regu- 
lations which  they  administer  or  enforce, 
but  no  Indian  tribe.  State,  or  political  subdi- 
vision shall  be  deprived,  by  this  section  or 
by  any  such  request,  of  any  civil  or  criminal 
jurisdiction  it  may  have:  and 

(7)  perform  any  other  law  enforcement 
duty  that  the  Secretary  may  designate. 

(b)(1)  The  Secretary  may  utilize  by  agree- 
ments, with  or  without  reimbursement,  such 
personnel,  services,  and  facilities  of  any 
Federal,  tribal.  State,  or  local  governmental 
agency  as  the  Secretary  deems  necessary 
and  appropriate  for  effective  enforcement 
of  any  Federal  or  tribal  laws  in  Indian  coun- 
try. The  Secretary  may  commission  law  en- 
forcement personnel  of  such  agencies  to  ex- 
ercise such  of  the  authorities  set  out  in  sub- 
section (a)  as  the  Secretary  deems  appropri- 
ate. Appropriate  representatives  of  Federal 
agencies  are  hereby  authorized  to  enter  into 
and  carry  out  such  agreements  with  the 
Secretary  or  with  duly  authorized  tribal  of- 
ficials. 

(2)  While  acting  in  the  capacity  of  a 
person  commissioned  by  the  Secretary  pur- 
suant to  this  section,  any  person  who  is  not 
otherwise  a  Federal  employee,  shall  be 
deemed  a  Federal  employee  for  purposes 
of- 

(A)  section  3374(c)(2)  of  title  5.  United 
States  Code,  and 

(B)  sections  111  and  1114  of  title  18. 
United  States  Code. 

(3)  For  purposes  of  subchapter  III  of 
chapter  81  of  title  5,  United  State  Code,  an 
employee  of  a  tribal.  State,  or  local  govern- 
mental agency  shall  be  considered  an  eligi- 
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ble  officer  while  acting  in  the  capacity  of  an 
officer  commissioned  pursuant  to  this  sec- 
tion. 

(c)  The  Secretary  may  make  and  publish 
such  rules  and  regulations  as  the  Secretary 
deems  necessary  or  proper  for  officers  or 
employees  of  the  Department  of  the  Interi- 
or charged  with  law  enforcement  responsi- 
bilities and  for  employees  of  any  Federal, 
tribal.  State,  or  local  governmental  agency 
whose  services  are  being  utilized  pursuant 
to  subsection  (b). 

(d)(1)  Nothing  in  this  section  shall  be  con- 
strued to  invalidate  any  delegations  of  au- 
thority or  law  enforcement  commissions 
issued  by  the  Secretary,  or  any  delegate  of 
the  Secretary,  prior  to  the  date  of  enact- 
ment of  this  Act. 

(2)  The  authorities  provided  by  this  sec- 
tion are  in  addition  to,  and  not  in  deroga- 
tion of.  any  existing  authorities.  Nothing  in 
this  section  shall  be  construed  to  alter  in 
any  way  the  law  enforcement,  or  investiga- 
tive, or  judicial  authorities  of  any  Indian 
tribe.  State,  or  political  subdivision  thereof, 
or  of  any  department,  agency,  court,  or  offi- 
cial of  the  United  States  other  than  the  De- 
partment of  the  Interior  and  agencies  or  of- 
ficials thereof. 

(e)  Notwithstanding  section  5901(a)  of 
title  5,  United  States  Code,  the  uniform  al- 
lowance for  Bureau  of  Indian  Affairs  law- 
enforcement  officers  shall  not  exceed  $400 
annually. 

PART  V— YOUTH  ALCOHOL  AND  SUBSTANCE 
ABUSE  TREATMENT  AND  REHABILITATION. 
SEC.  2451.  STl  DY. 

The  Secretary  of  Health  and  Human  Serv- 
ices, in  consultation  with  Indian  tribes, 
shall,  within  1  year  of  the  date  of  enact- 
ment of  this  Act,  complete  a  study  to  deter- 
mine— 

(1)  the  scope  of  the  Indian  youth  alcohol 
and  substance  abuse  problem  and  its  esti- 
mated financial  and  human  costs: 

(2)  the  size  of  the  Indian  youth  popula- 
tion in  need  of  residential  alcohol  and  sub- 
stance abuse  treatment; 

(3)  the  location  of  residential  facilities  at 
which  such  treatment  is  available  or  could 
be  made  available;  and 

(4)  the  cost  of  providing  such  treatment. 

SEC.  2452.  COST  ESTI.MATES. 

When  the  budget  for  the  Indian  Health 
Service  for  each  fiscal  year  beginning  with 
fiscal  year  1989  is  submitted  to  the  Con- 
gress, the  Secretary  of  Health  and  Human 
Services  shall  submit  to  the  appropriate 
committees  of  the  Congress,  a  detailed  esti- 
mate of  the  cost  of  providing,  under  existing 
authority,  comprehensive  Indian  youth  al- 
cohol and  substance  abuse  treatment  serv- 
ices, including  detoxification  and  counseling 
services,  and  foUowup  care  in  Indian  Health 
Service  facilities  and  in  health  facilities  op- 
erated under  any  contract  entered  into  with 
the  Indian  Health  Service. 

SEC.  2453.  USE  OF  EXISTIN(;  FACILITIES. 

(a)(1)  The  Secretary  of  Health  and 
Human  Services  shall,  in  consultation  with 
Indian  tribes,  identify  and  utilize  whenever 
possible  existing— 

(A)  facilities  owned  by  the  Federal  Gov- 
ernment or  by  an  Indian  tribe,  or 

(B)  local  community  or  private  hospitals 
or  other  appropriate  facilities, 

that  would  be  suitable  for  use  as  residential 
alcohol  and  substance  abuse  treatment  cen- 
ters for  Indian  youth  in  order  to  meet  the 
needs  identified  in  the  study  conducted 
under  section  2451. 

(2)  Any  facility  described  in  paragraph  (1) 
may  be  used  under  such  terms  and  condi- 


tions as  may  be  agreed  upon  by  the  Secre- 
tary of  Health  and  Human  Services  and  the 
agency,  or  the  local  government  unit, 
having  responsibility  for  the  facility. 

(3)  The  Secretary  of  Health  and  Human 
Services  may,  directly  or  by  contract,  ren- 
ovate any  federally  owned  or  federally 
funded  facility  described  in  paragraph  (1). 
Any  such  renovation  shall  conform  with 
such  terms  and  conditions  as  have  been 
agreed  upon  under  paragraph  (2). 

(b)  The  Secretary  of  the  Interior  shall 
identify  for  the  Secretary  of  Health  and 
Human  Services  any  existing  Bureau  of 
Indian  Affairs  facilities  which  may  be  suita- 
ble for  residential  alcohol  and  substance 
abuse  treatment  centers  for  Indian  youth. 

(c)  If  the  facilities  identified  and  utilized 
under  subsections  (a)  and  (b)  do  not  ade- 
quately meet  the  treatment  needs  identified 
in  the  study  conducted  under  section  2451, 
the  Secretary  of  Health  and  Human  Serv- 
ices shall— 

(1)  begin  including  requirements  for  new 
construction  on  the  construction  priority 
list  which  is  published  annually  in  the  Fed- 
eral Register,  and 

(2)  within  2  years  of  the  date  of  enact- 
ment of  this  Act.  advise  the  appropriate 
committees  of  Congress  as  to  the  cost  re- 
quired to  construct  such  facilities  as  the 
Secretary  of  Health  and  Human  Services 
finds  necessary  to  meet  such  treatment 
needs. 

PART  VI— .MISCELLANEOUS  PROVISIONS 
SEC.  2461.  DEEIMTIONS. 

For  purposes  of  this  subtitle— 

(1)(A)  The  term  "Indian  tribe"  means  any 
Indian  tribe,  band,  nation,  or  other  orga- 
nized group  or  community  of  Indians,  in- 
cluding any  Alaskan  Native  village  or  re- 
gional or  village  corporation  as  defined  in  or 
established  pursuant  to  the  Alaska  Claims 
Settlement  Act  (43  U.S.C.  1601.  et  seq.) 
which  is  recognized  as  eligible  for  special 
programs  and  sendees  provided  by  the 
United  States  to  Indians  because  of  their 
status  as  Indians. 

(B)  For  purposes  of  section  2412.  the  term 
"Indian  tribe"  includes  an  urban  center 
(within  the  meaning  of  section  4  of  the 
Indian  Health  Care  Improvement  Act  (25 
U.S.C.  1603)). 

(2)  The  term  "agency"  means  the  local  ad- 
ministrative entity  of  the  Bureau  of  Indian 
Affairs,  operated  directly  or  by  contract. 
ser\'ing  one  or  more  Indian  tribes  within  a 
defined  geographic  area. 

(3)  The  term  "service  unit"  means  the 
local  administrative  entity  of  the  Indian 
Health  Service,  operated  directly  or  by  con- 
tract, serving  one  or  more  Indian  tribes 
within  a  defined  geographic  area. 

(4)  The  term  "youth"  means  a  person  who 
is  19  years  or  younger. 

SEC.  2462.  REGl XATIONS. 

The  Secretary  of  the  Interior  and  the  Sec- 
retary of  Health  and  Human  Resources  are 
authorized  to  prescribe  such  regulations  as 
may  be  necessary  to  carry  out  the  provisions 
of  this  subtitle. 

SEC.  2463.  ALLOCATIONS. 

The  funds  appropriated  under  the  author- 
ity of  this  subtitle  shall  be  allocated  on  the 
basis  of  need. 

SEC.  2464.  Al'THORIZATION  OF  APPROPRIATIONS, 

(a)  There  are  authorized  to  be  appropri- 
ated such  sums  as  may  be  necessary  to  carry 
out  the  provisions  of  this  subtitle. 

(b)  Notwithstanding  any  other  provision 
of  law,  the  receipts  from  any  fees  charged 
under  section  2431(b)(4)(B)  for  the  provi- 
sion of  instruction  shall,  in  lieu  of  being  de- 


posited in  the  general  fund  of  the  Treasury 
of  the  United  States,  be  credited  as  a  refund 
to  the  appropriation  from  which  the  ex- 
penses of  such  instruction  were  paid. 

Subtitle  E— Controlled  Substance  Analogs' 
Enforcement  Act  of  1986 

SEC.  2.501.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Con- 
trolled Substance  Analogs'  Enforcement  Act 
of  1986". 

SEC.  2.502.  OFFENSE. 

Part  D  of  the  Controlled  Substances  Act  is 
amended  by  adding  after  section  403  the  fol- 
lowing new  section  403A  (21  U.S.C.  843): 

"8  403A.  Prohibited  acU  D 

Any  person  who  knowingly  or  internation- 
ally manufactures  with  intent  to  distribute, 
possesses  with  intent  to  distribute,  or  dis- 
tributes a  controlled  substance  analog  all  or 
part  of  which  substance  is  intended  for 
human  consumption  shall  be  fined  not  more 
than  $250,000.  or  imprisoned  not  more  than 
fifteen  years,  or  both.  Any  person  who 
knowingly  or  intentionally  possesses  a  con- 
trolled substance  analog  all  or  part  of  which 
substance  is  intended  for  human  consump- 
tion shall  be  fined  not  more  than  $25,000.  or 
imprisoned  not  more  than  one  year,  or  both. 
This  section  does  not  apply  to  a  person  who 
manufactures,  possesses,  or  distributes  a 
substance  in  conformance  with  the  provi- 
sions of  an  approved  new  drug  application 
or  an  exemption  for  investigational  use 
within  the  meaning  of  section  505  of  the 
Federal  Food.  Drug,  and  Cosmetic  Act  '21 
U.S.C.  355).  For  purposes  of  this  section, 
section  505  of  the  Federal  Food.  Drug,  and 
Cosmetic  Act  (21  U.S.C.  355)  shall  be  appli- 
cable to  the  introduction  or  delivery  for  in- 
troduction of  any  new  drug  into  intrastate, 
interstate,  or  foreign  commerce.". 

SEC.  2.503  DEFINITION. 

Section  102  of  the  Controlled  Substance 
Act  (21  U.S.C.  802)  is  amended  by  adding  at 
the  end  thereof  the  following  new  para- 
graphs: 

"(31)  The  term  'controlled  substance 
analog'  as  used  in  section  403A  means  a  sub- 
stance other  than  a  controlled  substance 
that  has  a  chemical  structure  substantially 
similar  to  that  of  a  controlled  substance  in 
schedule  I  or  II  or  that  was  specifically  de- 
signed to  produce  an  effect  substantially 
similar  to  that  of  a  controlled  substance  in 
schedule  I  or  II.  Examples  of  chemical 
classes  in  which  controlled  substance  ana- 
logs are  found  include,  but  are  not  limited 
to.  the  following:  phenethylamines,  N-sub- 
stituted  piperidines,  morphinans.  ecogon- 
ines,  quinazolinones,  substituted  indoles, 
and  arylcycloalkylamines. 

"(32)  The  term  human  consumption'  in- 
cludes application,  injection,  inhalation,  or 
ingestion. ". 

SEC.  2504.  TECHNICAL  AMENDMENT. 

The  analysis  of  part  D  of  the  Controlled 
Substances   Act    is   amended    by    inserting 
after  the  item  relating  to  section  403  the 
following: 
"403A  Prohibited  acts  D .". 

Subtitle  F— Department  of  Defense  Drug 
Interdiction 

SEC.  2601.  DRl  G  ENFORCEMENT  EQCIPMENT.  OPER- 
ATIONS. AND  INTELLIGENCE  GATHER 
INC. 

(a)  There  are  hereby  authorized  to  be  ap- 
propriated to  the  Department  of  Defense 
for  fiscal  year  1987.  the  sum  of  $212,115,000 
as  follows: 
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(1)  For  procurement,  refurbishment,  or 
upgrading  of  aircraft,  radar,  and  related  sys- 
tems. $187,500,000. 

(2)  For  operation  and  maintenance  of  air- 
craft used  in  carrying  out  drug  Interdiction 
missions.  $12,615,000. 

(3)  For  enhanced  intelligence  collection 
activities  concerning  illegal  importation  into 
the  United  States  of  drugs  originating  in 
South  America.  $12,000,000. 

(b)  The  Secretary  of  Defense  shall  mal(e 
available,  subject  to  the  provisions  of  chap- 
ter 18  of  title  10.  United  States  Code,  to 
such  agencies  of  the  Federal  Government  as 
may  be  directed  by  the  Chairman  of  the  Na- 
tional Drug  Enforcement  Policy  Board  es- 
tablished by  the  National  Narcotics  Act  of 
1984  any  aircraft,  radar,  and  related  equip- 
ment procured,  refurbished,  or  upgraded 
with  funds  appropriated  pursuant  to  au- 
thorizations in  subsection  (a). 

(c)  Each  agency  to  which  aircraft,  radar, 
or  related  equipment  are  made  available 
pursuant  to  sul)section  (b>.  shall  have  the 
responsibility  for  operation  and  mainte- 
nance costs  attributable  to  such  aircraft, 
radar,  or  related  equipment.  The  responsi- 
bility for  such  costs  shall  commence  upon 
receipt  by  such  agency  of  such  aircraft. 
radar,  or  related  equipment,  or.  in  the  case 
of  radar  or  equipment  installed  other  than 
on  aircraft,  upon  the  completion  of  the  in- 
stallation of  such  radar  and  equipment. 

(d)  Amounts  authorized  to  t)e  appropri- 
ated to  the  Department  of  Defense  for  fiscal 
year  1987  or  any  prior  fiscal  year  for  pro- 
curement of  equipment  for  the  enhance- 
ment of  authorized  drug  enforcement  activi- 
ties of  the  Department  of  Defense  under 
subsection  (a)  or  any  other  provision  of  law 
may  be  obligated  and  expended  for  such 
purpose  only  if  the  Secretary  of  Defense  de- 
termines that  the  equipment— 

( 1 )  is  fully  supportable  within  the  existing 
service  support  system  of  the  Department 
of  Defense:  and 

(2)  reasonably  relates  to  an  existing  mili- 
tary, war  reserve,  or  mobilization  require- 
ment. 

SEC.  2*02.  COAST  GIARO  ACTIVITIES. 

(a)  Unless  required  elsewhere  in  law.  the 
amounts  appropriated  to  the  Department  of 
Defense  for  fiscal  year  1987.  $15,000,000 
shall  be  transferred  to  the  Secretary  of 
Transportation  and  shall  be  available  only 
for  the  purpose  of  carrying  out  section  379 
of  title  10.  United  States  Code  (as  added  by 
subsection  (b)),  relating  to  the  assignment 
of  members  of  the  Coast  Guard  to  duty  on 
naval  vessels. 

(b)(1)  Chapter  18  of  title  10.  United  States 
Code,  is  amended  by  inserting  after  section 
378  the  following  new  section: 

"SSTS.  Assignment  of  personnel  to  naval  vessels 

for  drug  enforcement  purposes 

■■(a)  The  Secretary  of  Defense  and  the 
Secretary  of  Transportation  may  provide 
that  there  be  assigned  on  board  surface 
naval  vessels  at  sea  in  a  drug-interdiction 
area  members  of  the  Coast  Guard  who  are 
trained  in  law  enforcement  and  have  power 
to  arrest,  search,  and  seize  property  and 
persons  suspected  of  violations  of  law. 

"(b)  Members  of  the  Coast  Guard  as- 
signed to  duty  on  board  naval  vessels  under 
this  section  shall  perform  such  law  enforce- 
ment functions  (including  drug- interdiction 
functions)  as— 

"(1)  may  be  agreed  upon  by  the  Secretary 
of  Defense  and  the  Secretary  of  Transporta- 
tion: and 

"(2)  are  otherwise  within  the  jurisdiction 
of  the  Coast  Guard. 


■■(c)  No  fewer  than  500  active  duty  person- 
nel of  the  Coast  Guard  shall  be  available  for 
assignment  each  fiscal  year  to  duty  as  pro- 
vided in  subsection  (a). 

•■(d)  As  used  in  this  section,  the  term 
■drug-interdiction  area'  means  in  area  out- 
side the  land  area  of  the  United  States  in 
which  the  Secretary  of  Defense  (in  consul- 
tation with  the  Attorney  General)  deter- 
mines that  activities  involving  smuggling  of 
drugs  into  the  United  States  are  ongoing.". 

(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  inserting 
after  the  item  relating  to  section  378  the 
following  new  item: 

■■378.  Assignment  of  personnel  to  naval  ves- 
sels for  drug  enforcement  pur- 
poses.". 

(c)(1)  Section  1421  of  the  Department  of 
Defense  Authorization  Act.  1986  (Public 
Law  99-145:  99  Stat.  750)  is  repealed. 

(2)  The  repeal  made  by  paragraph  (1) 
shall  talce  effect  on  October  1.  1986. 

SEC.  2(i03.  REPORTS  ON  DEPARTMENT  OP  DEPENSE 
DRl'C  CONTROL  ACTIVITIES. 

(a)  Not  later  than  March  1.  1987.  the  Na- 
tional Drug  Enforcement  Policy  Board  shall 
submit  a  report  to  the  Committees  on 
Armed  Services  of  the  Senate  and  the 
House  of  Representatives  on  the  manner 
and  the  extent  to  which  the  Department  of 
Defense  should  be  involved  in  United  States 
law  enforcement  activities  relating  to  the 
control  and  reduction  of  drug  abuse.  The 
Board  shall  include  in  such  report— 

(1)  its  recommendation  for  a  5-year  fund- 
ing plan  for  the  participation  of  the  Depart- 
ment of  Defense  in  United  States  drug  law 
enforcement  activities:  and 

(2)  a  description  of  the  functions  which 
members  of  the  Armed  Forces  under  the  ju- 
risdiction of  the  Secretary  of  Defense  may 
appropriately  perform  in  the  national  effort 
to  control  and  reduce  drug  abuse,  including 
the  interdiction  of  illegal  drugs. 

(b)  Not  later  than  December  1.  1986.  the 
Secretary  of  Defense,  in  consultation  with 
the  National  Drug  Enforcement  Policy 
Board  and  the  Department  of  Education, 
shall  submit  to  the  Committees  on  Armed 
Services  of  the  Senate  and  the  House  of 
Representatives  a  report  containing  a  dis- 
cussion of  (1)  the  extent  to  which  youth  en- 
rolled in  schools  operated  by  the  Depart- 
ment of  Defense  for  dependent  members  of 
the  Armed  Forces  are  receiving  education 
on  drug  and  substance  abuse.  (2)  the  types 
of  drug  education  programs  that  are  cur- 
rently being  provided  in  such  schools,  (3) 
whether  additional  drug  education  pro- 
grams are  needed  in  such  schools,  and  (4) 
the  extent  to  which  drug  education  pro- 
grams for  youth  in  grades  K  through  12  in- 
clude or  should  include  preventative  peer 
counseling  classes. 

SEC.  2604.  ORIVINC;  WHILE  IMPAIRED  BY  DRl'(i  IN- 
TOXICATION TO  BE  PINISHABI.E 
I  NDER  THE  I  NIPORM  I'ODE  OP  .MILI- 
TARY JISTICE. 

Section  911  of  title  10.  United  States  Code, 
is  amended  by  striking  out  ■'drunk."  and  in- 
serting in  lieu  thereof  ■■drunk  or  while  im- 
paired by  a  substance  described  in  section 
912a(b)  of  this  title  (article  112a(b)).". 

SEC.  2«05.  DRl  U  INTERDICTION  ASSISTANCE  TO  CI- 
VILIAN LAW  ENFORCEMENT  OPFI- 
ClALS. 

Section  374(a)  of  title  10.  United  States 
Code,  is  amended  by  striking  out  the  period 
at  the  end  and  inserting  in  lieu  thereof  "or 
with  resiject  to  assistance  that  such  agency 
is  authorized  to  furnish  to  any  foreign  gov- 
ernment which  is  involved  in  the  enforce- 
ment of  similar  laws.". 


Subtitle  G — Money  Laundering  Crimes  Act  of 

19H6 

Sp;C.  -27(11.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Money 
Laundering  Crimes  Act  of  1986". 

SE«.    2702.    NEW    DEFENSE    FOR    LAINDERING    OF 
MONETARY  INSTRl'MENTS. 

(a)  Chapter  95  of  title  18.  United  States 
Code,  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

"§  1956.  Laundering  of  monetary  instruments 

"(a)(1)  Whoever,  knowing  that  the  proper- 
ty involved  in  a  financial  transaction  repre- 
sents the  proceeds  of  some  form  of  unlawful 
activity,  conducts  or  attempts  to  conduct 
such  a  financial  transaction  which  in  fact 
involves  the  proceeds  of  specified  unlawful 
activity— 

■■(A)  with  the  intent  to  facilitate  the  car- 
rying on  of  specified  unlawful  activity;  or 

■■(B)  knowing  that  the  transaction  is  de- 
signed in  whole  or  in  part— 

■■(i)  to  conceal  or  disguise  the  nature,  the 
location,  the  source,  the  owriership.  or  the 
control  of  the  proceeds  of  specified  unlawful 
activity:  or 

■(ii)  to  avoid  a  transaction  reporting  re- 
quirement under  State  or  Federal  law, 
shall  be  sentenced  to  a  fine  of  not  more 
than  $250,000  or  twice  the  value  of  the 
property  involved  in  the  transaction,  which- 
ever is  greater,  or  imprisonment  for  not 
more  than  20  years,  or  both. 

■■(2)  Whoever  transports  or  attempts  to 
transport  a  monetary  instrument  or  funds 
from  a  place  in  the  United  States  to  or 
through  a  place  outside  the  United  States 
or  to  a  place  in  the  United  States  from  or 
through  a  place  outside  the  United  States— 

■•(A)  with  the  intent  to  facilitate  the  car- 
rying on  of  specified  unlawfully  activity:  or 

••(B)  knowing  that  the  monetary  instru- 
ment or  funds  involved  in  the  transporta- 
tion represent  the  proceeds  of  some  form  of 
unlawful  activity  and  knowing  that  such 
transportation  is  designed  in  whole  or  in 
part— 

"(i)  to  conceal  or  disguise  the  nature,  the 
locations,  the  source,  the  ownership,  or  the 
control  of  the  proceeds  of  specified  unlaw- 
ful activity:  or 

"(ii)  to  avoid  a  transaction  reporting  re- 
quirement under  State  or  Federal  law. 
shall  be  sentenced  to  a  fine  of  $250,000  or 
twice  the  value  of  the  monetary  instrument 
or  funds  involved  in  the  transportation, 
whichever  is  greater,  or  imprisonment  for 
not  more  than  20  years,  or  both. 

■■(3)  Whoever  conducts  or  attempts  to  con- 
duct a  financial  transaction  that  in  whole  or 
in  part  involves  the  proceeds  of  specified  un- 
lawful activity  with  intent  to  violate  or  fa- 
cilitate a  violation  of  section  7201  or  7206  of 
the  Internal  Revenue  Code  of  1954  shall  be 
sentenced  to  a  fine  of  not  more  than 
$250,000  or  twice  the  value  of  the  monetary 
instrument  or  funds  involved  in  the  transac- 
tion, whichever  is  greater,  or  imprisonment 
for  not  more  than  20  years,  or  both. 

••(b)  Whoever  conducts  or  attempts  to  con- 
duct a  transaction  described  in  paragraph 
(1)  or  (3)  of  subsection  (a)  or  a  transporta- 
tion described  in  paragraph  (2)  of  subsec- 
tion (a)  is  liable  to  the  United  States  for  a 
civil  penalty  of  not  more  than  the  greater 
of- 

•■(1)  the  value  of  the  property,  funds,  or 
monetary  instruments  involved  in  the  trans- 
action: or 
"(2)  $10,000. 

"(c)  As  used  in  this  section— 
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■'(  1 )  the  phrase  knowing  that  the  proper- 
ty involved  in  a  financial  transaction  repre- 
sents the  proceeds  of  some  form  of  unlawful 
activity'  means  that  the  person  knew  the 
property  involved  in  the  transaction  repre- 
sented proceeds  from  some  form,  though 
not  necessarily  which  form,  of  activity  that 
constitutes  a  felony  under  State  or  Federal 
law,  regardless  of  whether  or  not  such  activ- 
ity is  specified  in  paragraph  (7); 

"(2)  the  term  'conducts'  includes  but  is  not 
limited  to  initiating,  concluding,  or  partici- 
pating in  initiating,  or  concluding  a  transac- 
tion: 

"(3)  the  term  transaction'  includes  but  is 
not  limited  to  a  purchase,  sale,  loan,  pledge, 
gift,  transfer,  delivery,  or  other  disposition, 
and  with  respect  to  a  financial  institution 
includes  but  is  not  limited  to  a  deposit,  with- 
drawal, transfer  between  accounts,  ex- 
change of  currency,  loan,  extension  of 
credit,  purchase  or  sale  of  any  stock,  bond, 
certificate  of  deposit,  or  other  monetary  in- 
strument, or  any  other  payment,  transfer, 
or  delivery  by.  through,  or  to  a  financial  in- 
stitution, by  whatever  means  effected; 

"(4)  the  term  'financial  transaction'  means 
a  transaction  involving  the  movement  of 
funds  by  wire  or  other  means  or  involving 
one  or  more  monetary  instruments,  which 
in  any  way  or  degree  affects  interstate  or 
foreign  commerce,  or  a  transaction  involv- 
ing the  use  of  a  financial  institution  which 
is  engaged  in,  or  the  activities  of  which 
affect,  interstate  or  foreign  commerce  in 
any  way  or  degree; 

"(5)  the  term  'monetary  instruments' 
means  coin  or  currency  of  the  United  States 
or  of  any  other  country,  travelers'  checks, 
personal  checks,  bank  checks,  money  orders, 
investment  securities  in  bearer  form  or  oth- 
erwise in  such  form  that  title  thereto  passes 
upon  delivery,  and  negotiable  instruments 
in  bearer  form  or  otherwise  in  such  form 
that  title  thereto  passes  upon  delivery; 

"(6)  the  term  financial  institution'  has 
the  definition  given  that  term  in  section 
5312(a)(2)  of  title  31.  United  States  Code, 
and  the  regulations  promulgated  thereun- 
der; and 

"(7)  the  term  'specified  unlawful  activity' 
means 

"(A)  any  act  or  activity  occurring  in  whole 
or  in  part  in.  or  directed  at.  the  United 
States,  and  constituting  an  offense  listed  in 
section  1961(1)  of  this  title  except  an  act 
which  is  indictable  under  the  Currency  and 
Foreign  Transactions  Reporting  Act; 

"(B)  with  respect  to  a  financial  transac- 
tion occurring  in  whole  or  in  part  in  the 
United  States,  an  offense  against  a  foreign 
nation  involving  the  manufacture,  importa- 
tion, sale,  or  distribution  of  a  controlled  sub- 
stance (as  such  term  is  defined  for  the  pur- 
poses of  the  Controlled  Substances  Act); 

"(C)  any  act  or  acts  constituting  a  con- 
tinuing criminal  enterprise,  as  that  term  is 
defined  in  section  408  of  the  Controlled 
Substances  Act  (21  U.S.C.  848); 

"(D)  an  offense  under  section  152  (relat- 
ing to  concealment  of  assets;  false  oaths  and 
claims;  bribery),  section  215  (relating  to 
conunissions  or  gifts  for  procuring  loans), 
sections  500  through  503  (relating  to  certain 
counterfeiting  offenses),  section  511  (relat- 
ing to  securities  of  States  and  private  enti- 
ties), section  545  (relating  to  smuggling 
goods  into  the  United  States),  section  641 
(relating  to  public  money,  property,  or 
records),  section  656  (relating  to  theft,  em- 
bezzlement, or  misapplication  by  bank  offi- 
cer or  employee),  section  666  (relating  to 
theft  or  bribery  concerning  programs  receiv- 
ing Federal  funds),  section  793.  794,  or  798 


(relating  to  espionage),  section  875  (relating 
to  interstate  communications),  section  1201 
(relating  to  kidnaping),  section  1203  (relat- 
ing to  hostage  taking),  section  1344  (relating 
to  bank  fraud),  or  section  2113  or  2114  (re- 
lating to  bank  and  postal  robbery  and  theft) 
of  this  title;  or 

"(E)  except  where  jurisdiction  attaches 
pursuant  to  subsection  (f),  an  offense  under 
section  38  of  the  Arms  Export  Control  Act 
(22  U.S.C.  2778).  the  Export  Administration 
Act  of  1979  (50  U.S.C.  App.  2401  et  seq.).  the 
International  Emergency  Economic  Powers 
Act  (50  U.S.C.  1702  et  seq.).  and  the  Trading 
With  the  Enemy  Act  (50  U.S.C.  App.  1  et 
seq.). 

"(d)  Nothing  in  this  section  shall  super- 
sede any  provision  of  Federal,  State,  or 
other  law  imposing  criminal  penalties  or  af- 
fording civil  remedies  in  addition  to  those 
provided  for  in  this  section. 

"(e)  Violations  of  this  section  may  be  in- 
vestigated by  such  components  of  the  De- 
partment of  Justice  as  the  Attorney  Gener- 
al may  direct,  by  such  components  of  the 
Department  of  the  Treasury  as  the  Secre- 
tary of  the  Treasury  may  direct,  as  appro- 
priate and.  with  respect  to  offenses  over 
which  the  United  States  Postal  Service  has 
jurisdiction,  by  the  Postal  Ser\ice. 

"(f)  There  is  extraterritorial  jurisdiction 
over  the  conduct  prohibited  by  this  section 
If— 

"(1)  the  conduct  is  by  a  United  States  citi- 
zen or.  in  the  case  of  a  non-United  States 
citizen,  the  conduct  occurs  in  part  in  the 
United  States;  and 

"(2)  the  transaction  or  series  of  related 
transactions  involves  funds  or  monetary  in- 
struments of  a  value  exceeding  $10,000.". 

(b)  The  table  of  sections  at  the  beginning 
of  chapter  95  of  title   18  is  amended  by 
adding  at  the  end  the  following  new  item: 
"1956.    Laundering    of    monetary    instru- 
ments". 

SEC.  2703.  AMENDMENT  TO  THE  RIGHT  TO  EINAN- 
CIAL  PRIVACY  AtT  OF  1978. 

(a)  Subsection  1103(c)  of  the  Right  to  Fi- 
nancial Privacy  Act  of  1978  (12  U.S.C. 
3403(c))  is  amended  by  adding  at  the  end 
thereof  the  following:  "Such  information 
may  include  the  name  or  names  of  and 
other  identifying  information  concerning 
the  individuals  and  accounts  involved  in  and 
the  nature  and  a  description  of  the  suspect- 
ed illegal  activity  sufficient  to  enable  the 
Government  authority  to  obtain  access  to  or 
copies  of  such  information  pursuant  to  law. 
Such  information  may  be  disclosed  notwith- 
standing any  constitution,  law.  or  regulation 
of  any  State  or  political  subdivision  thereof 
to  the  contrary.  Any  financial  institution,  or 
officer,  employee,  or  agent  thereof,  making 
a  disclosure  of  information  pursuant  to  this 
subsection,  shall  not  be  liable  to  the  custom- 
er under  any  law  or  regulation  of  the  United 
States  or  any  constitution,  law,  or  regula- 
tion of  any  State  or  political  subdivision 
thereof,  for  such  disclosure  or  for  any  fail- 
ure to  notify  the  customer  of  such  disclo- 
sure.". 

(b)  Section  1113(i)  of  the  Right  to  Finan- 
cial Privacy  Act  of  1978  (12  U.S.C.  3413(i))  is 
amended  by  inserting  immediately  before 
the  period  at  the  end  thereof  a  comma  and 
the  following:  "except  that  a  court  shall 
have  authority  to  order  a  financial  institu- 
tion, on  which  a  grand  jury  subpoena  for 
customer  records  has  been  served,  not  to 
notify  the  customer  of  the  existence  of  the 
subpoena  or  information  that  has  been  fur- 
nished to  the  grand  jury,  under  the  circum- 
stances and  for  the  period  specified  and  pur- 
suant to  the  proceciures  established  in  sec- 


tion 1109  of  the  Right  to  Financial  Privacy 
Act  of  1978  (12  U.S.C.  3409) ". 

SEC.    2704.    AMENDMENTS    TO    TITLE    31    OF   THE 
I  NITED  STATES  CODE. 

(a)  Section  5318  of  title  31.  United  SUtes 
Code,  is  amended  to  read  as  follows: 

"8  5318.  Compliance,  exemptions,  and  summoni 
authority 

"(a)  The  Secretary  of  the  Treasury  may 
(except  under  section  5315  of  this  title  and 
regulations  prescribed  under  section  5315)— 

""(1)  delegate  duties  and  powers  under  this 
subchapter  to  an  appropriate  supervising 
agency,  except  as  provided  in  subsection  (c); 

"(2)  require  a  class  of  domestic  financial 
institutions  to  maintain  appropriate  proce- 
dures to  ensure  compliance  with  this  sub- 
chapter and  regulations  prescribed  under 
this  subchapter; 

"(3)  for  the  purpose  of  any  investigation 
which,  in  the  opinion  of  the  Secretary,  is 
necessary  and  proper  to  enforcement  of  the 
provisions  of  this  subchapter,  section  21  of 
the  Federal  Deposit  Insurance  Act  (12 
U.S.C.  ia29b).  section  411  of  the  National 
Housing  Act  (12  U.S.C.  1730d),  or  chapter  2 
of  Public  Law  91-508.  may  administer  oaths 
and  affirmations,  subpoena  witnesses, 
compel  their  attendance,  take  evidence,  and 
require  the  production  of  or  examine 
records  (including  books,  papers,  docu- 
ments, and  tangible  things  which  constitute 
or  contain  evidence)  relevant  or  material  to 
the  investigation; 

"(b)  Subject  to  the  customer  notification 
procedures  of  the  Right  to  Financial  Priva- 
cy Act  of  1978.  a  summons  may  be  issued 
under  paragraph  (3)  of  subsection  (a)  only 
by,  or  with  the  approval  of.  the  Secretary  of 
the  Treasury  or  a  supervisory  level  delegate 
of  the  Secretary  of  the  Treasury. 

"■(c)  A  summons  pursuant  to  this  section 
may  require  that  books,  papers,  records,  or 
other  data  stored  or  maintained  at  smy 
place  be  produced  at  any  designated  loca- 
tion in  any  state  or  in  any  territory  or  other 
place  subject  to  the  jurisdiction  of  the 
United  States  not  more  than  500  miles  dis- 
tant from  any  place  where  the  financial  in- 
stitution operates  or  conducts  business  in 
the  United  States.  Persons  summoned  under 
this  section  shall  be  paid  the  same  fees  and 
mileage  for  travel  in  the  United  States  that 
are  paid  witnesses  in  the  courts  of  the 
United  States.  The  United  States  shall  not 
be  liable  for  any  other  expenses  incurred  in 
connection  with  the  production  of  books, 
papers,  records,  or  other  data  pursuant  to 
the  provisions  of  this  section. 

•"(d)  Service  of  a  summons  issued  under 
this  section  may  be  by  registered  mail  or  in 
such  other  manner  calculated  to  give  actual 
notice  as  the  Secretary  may  provide  by  reg- 
ulation. 

""(e)  In  the  of  contumacy  by  or  refusal  to 
obey  a  summons  issued  to  any  person  under 
this  section,  the  Secretary  shall  refer  the 
matter  to  the  Attorney  General.  The  Attor- 
ney General  may  invoke  the  aid  of  any 
court  of  the  United  States  within  the  juris- 
diction of  which  the  investigation  gave  rise 
to  the  summons  is  being  or  has  been  carried 
on  or  of  which  the  person  summoned  is  an 
inhabitant,  or  in  which  he  carries  on  busi- 
ness or  may  be  found,  to  compel  compliance 
with  the  summons.  The  court  may  issue  an 
order  requiring  the  person  summoned  to 
appear  before  the  Secretary  of  his  delegate 
to  produce  books,  papers,  records,  and  other 
data,  to  give  testimony  as  may  be  necessary 
to  explain  how  such  material  was  compiled 
and  maintained,  and  to  pay  the  costs  of  the 
proceeding.  Any  failure  to  obey  the  order  of 
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the  court  may  be  punished  by  the  court  as  a 
contempt  thereof.  All  process  in  any  such 
case  may  be  served  in  any  judicial  district  in 
which  such  person  may  be  found. ". 

(bKl)  Paragraph  (1)  of  subsection  (a)  of 
section  5321  of  title  31.  United  States  Code, 
is  amended  to  read  as  follows: 

"(DA  domestic  financial  institution,  and  a 
partner,  director,  officer,  or  employee  of  a 
domestic  financial  institution,  willfully  vio- 
lating this  subchapter  or  a  regulation  pre- 
scribed under  this  subchapter  (except  sec- 
tions 5314  and  5315  of  this  title  or  a  regula- 
tion prescribed  under  sections  5314  and 
5315),  is  liable  to  the  United  States  Govern- 
ment for  a  civil  penalty  of  not  more  than 
the  amount  of  the  transaction  (but  not 
more  than  $1,000,000)  or  $25,000,  whichever 
is  greater.  For  a  willful  violation  of  section 
5318(a)(2)  of  this  title,  or  a  regulation  pre- 
scribed under  section  5318(a)(2).  a  separate 
violation  occurs  for  each  day  the  violation 
continues  and  at  such  office,  branch,  or 
place  of  business  at  which  a  violation  occurs 
or  continues.". 

"(2)  Subsection  (a)  of  section  5321  of  title 
31.  United  States  Code,  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraphs: 

"(4)  A  person  willfully  violating  the  provi- 
sions of  section  5314  of  this  title  or  of  a  reg- 
ulation prescribed  under  section  5314  is 
liable  to  the  United  States  Government  for 
a  civil  penalty  of  not  more  than— 

"(A)  where  the  violation  involves  a  trans- 
action, the  amount  of  the  transaction  or 
$25,000,  whichever  is  greater,  or 

■(B)  where  the  violation  involves  the  fail- 
ure to  report  the  existence  of  an  account  or 
any  required  identifying  data  pertaining  to 
the  account,  the  amount  of  the  account  (but 
not  more  than  $250,000)  or  $25,000.  which- 
ever is  greater. 

"(5)  Any  financial  institution  negligently 
violating  any  provision  of  this  subchapter  or 
a  regulation  prescribed  under  this  subchap- 
ter is  liable  to  the  United  States  for  a  civil 
penalty  of  not  more  than  $500. 

"(6)  A  civil  penalty  assessed  pursuant  to 
this  section  is  in  addition  to  any  criminal 
penalty  under  section  5322  of  this  title 
based  on  the  same  transaction. 

"(7)  The  Secretary  may  impose  a  civil  pen- 
alty on  a  person  or  persons  (excluding  a  do- 
mestic financial  institution  examined  by  a 
federal  bank  supervisory  agency  or  a  finan- 
cial institution  regulated  by  the  Securities 
and  Exchange  Commission)  willfully  violat- 
ing section  5313  of  this  subchapter.  A  civil 
penalty  under  this  paragraph  may  not  l>e 
more  than  the  amount  of  the  United  States 
coins  and  currency  (or  other  monetary  in- 
struments the  Secretary  may  prescribe)  in- 
volved in  the  violation  of  section  5313  of 
this  subchapter.  A  civil  penalty  under  this 
paragraph  is  reduced  by  any  amount  forfeit- 
ed under  subsection  53n(d)  of  this  sul)chap- 
ter". 

(c)  Subsection  (b)  of  section  5321  of  title 
31.  United  SUtes  Code,  is  amended  to  read 
as  follows: 

"(b)  The  Secretary  may  assess  a  civil  pen- 
alty under  this  section  within  six  years  from 
the  date  of  the  transaction  on  which  the 
penalty  is  based.  The  Secretary  may  bring  a 
civil  action  to  recover  a  civil  penalty  under 
this  section  within  two  years  from  the  date 
of  a  penalty  assessment  or  the  conclusion  of 
a  criminal  action  under  section  5322  of  this 
title  based  on  the  same  transaction,  which- 
ever is  later." 

(d)  Subsection  (c)  of  section  5321  of  title 
31  is  amended  to  read  as  follows: 

"(c)  The  Secretary  of  the  Treasury  may 
remit  any  part  of  a  forfeiture  under  subsec- 


tion 5317  (c)  or  (d)  of  this  subchapter  or 
may  mitigate  any  civil  penalty  under  subsec- 
tion (a)  of  this  section.". 

(e)  Subsection  (b)  of  section  5322  of  title 
31.  United  States  Code,  is  amended  by  strik- 
ing out  "pattern  of  illegal  activity  involving 
transactions  of  more  than  $100,000"  and  in- 
serting in  lieu  thereof  "pattern  of  any  ille- 
gal activity  involving  more  than  $100,000". 
and  by  striking  out  "5"  and  inserting  in  lieu 
thereof  "10". 

(f)  Section  5312(a)(3)(B)  of  title  31.  United 
States  Code,  is  amended  by  striking  the 
period  at  the  end  thereof  and  inserting  in 
lieu  thereof:  "whether  or  not  in  bearer 
form.". 

(g)  Section  5312(a)(5)  of  title  31,  United 
States  Code,  is  amended  to  read  as  follows: 

"(5)  United  States'  means  the  States  of 
the  United  States,  the  District  of  Columbia, 
and.  when  the  Secretary  prescribes  by  regu- 
lation, the  Commonwealth  of  Puerto  Rico, 
the  Virgin  Islands.  Guam,  the  Northern 
Mariana  Islands,  American  Samoa,  the 
Trust  Territory  of  the  Pacific  Islands,  any 
other  territory  or  possession  of  the  United 
States,  or  a  military  or  diplomatic  establish- 
ment.". 

(h)  Subsection  (a)  of  section  5313  of  title 
31.  United  States  Code,  is  amended  by 
adding  at  the  end  thereof  the  following: 
"No  person  shall,  for  the  purpose  of  evading 
the  reporting  requirements  of  this  subsec- 
tion— 

"(1)  cause  or  attempt  to  cause  a  domestic 
financial  institution  to  fail  to  file  a  report 
required  by  this  subsection; 

"(2)  cause  or  attempt  to  cause  a  domestic 
financial  institution  to  file  a  report  required 
by  this  subsection  that  contains  a  material 
omission  or  misstatement  of  fact;  or 

"(3)  structure  or  attempt  to  structure  or 
assist  in  structuring  a  transaction.". 

(i)  Subsection  5317(c)  of  title  31.  United 
States  Code,  is  amended  to  read  as  follows: 
"(c)  A  monetary  instrument  being  trans- 
ported, or  which  has  been  transported,  or 
any  interest  in  any  property,  including  any 
deposit  in  a  financial  institution,  traceable 
to  such  instrument,  may  be  seized  and  for- 
feited to  the  United  States  Government 
when  a  report  on  the  instrument  under  sec- 
tion 5316  of  this  title  has  not  been  filed  or 
contains  a  material  omission  or  misstate- 
ment.". 

(j)  A  new  subsection  5317(d)  of  title  31. 
United  States  Code,  is  added  as  follows: 

"(d)(1)  United  States  coin  and  currency 
(or  other  monetary  instrument  as  the  Secre- 
tary may  prescribe)  or  any  interest  in  other 
property,  including  any  deposit  in  a  finan- 
cial institution  traceable  to  such  coin  or  cur- 
rency involved  in  a  transaction  or  attempted 
transaction  in  violation  of  section  5313(a)  of 
this  subchapter,  may  be  seized  and  forfeited 
to  the  United  States  Government.  No  prop- 
erty or  interest  in  property  shall  be  seized 
or  forfeited  if  the  violation  is  by  a  domestic 
financial  institution  examined  by  a  Federal 
bank  supervisory  agency  or  a  financial  insti- 
tution regulated  by  the  securities  and  Ex- 
change Commission  or  a  partner,  director, 
office,  or  employee  thereof.  No  property  or 
interest  in  property  shall  be  forfeited  under 
this  subsection  to  the  extent  of  an  interest 
of  an  owner  by  reason  of  any  act  or  omis- 
sion established  by  that  owner  to  have  been 
committed  or  omitted  without  the  knowl- 
edge of  that  owner. 

"(2)  For  purposes  of  this  section,  the  pro- 
visions of  the  customs  laws  relating  to  the 
seizure,  summary  and  judicial  forfeiture, 
condemnation  of  property  for  violation  of 
the  custom  laws,  the  disposition  of  such 


property  or  the  proceeds  from  the  sale  of 
such  property,  the  remission  or  mitigation 
of  such  forfeitures,  and  the  compromise  of 
claims  (the  Tariff  Act  of  1930,  as  amended, 
§602  et  seq.).  insofar  as  they  are  applicable 
and  not  inconsistent  with  the  provisions  of 
this  subsection,  shall  apply  to  seizures  and 
forfeitures  incurred,  or  alleged  to  have  been 
incurred,  under  this  section,  except  that 
such  duties  as  are  imposed  upon  the  cus- 
toms officer  shall  be  performed  by  such  per- 
sons as  may  be  authorized  or  designated  for 
that  purpose  by  the  Secretary  of  the  Treas- 
ury.". 

(k)  The  table  of  sections  at  the  beginning 
of  chapter  53.  subchapter  II.  of  title  31,  is 
amended  by  striking  "5318.  Compliance  and 
exemption."  and  inserting  in  lieu  thereof 
"5318.  Compliance,  exemptions  and  sum- 
mons authority." 

(1)  Subsection  (c)  of  section  5322  of  title 
31.  United  States  Code,  is  amended  by  strik- 
ing out  "5318(2)"  each  time  it  appears  and 
inserting  in  lieu  thereof  "5318(a)(2)" 

SEC.  270.i.  PENALTIES  I NDER  FEDERAL  DEPOSIT 
INSl  RANCE  ACT. 

Section  21(b)  of  the  Federal  Deposit  In- 
surance Act  (12  U.S.C.  1829(b))  is  amended 
to  read  as  follows: 

"(b)  Regulations  and  penalties.— ( 1 ) 
Where  the  Secretary  of  the  Treasury  (re- 
ferred to  in  this  section  as  the  Secretary) 
determines  that  the  maintenance  of  appro- 
priate types  of  records  and  other  evidence 
by  insured  banks  has  a  high  degree  of  use- 
fulness in  criminal,  tax  or  regulatory  inves- 
tigations or  proceedings,  he  shall  prescribe 
regulations  to  carry  out  the  purposes  of  this 
section. 

"(2)  For  each  willful  violation  of  any  regu- 
lation issued  by  the  Secretary  pursuant  to 
paragraph  ( 1 )  of  this  subsection,  the  Secre- 
tary may  impose  on  any  bank  and  partner, 
director,  officer  or  employee  of  a  bank  who 
participates  in  the  violation,  a  civil  penalty 
not  to  exceed  $10,000.  Such  penalties  will  be 
assessed,  mitigated  and  collected  in  accord- 
ance with  the  provisions  of  section  532  (b) 
and  (c)  of  title  31,  United  States  Code. 

"(3)  Whoever  willfully  violates  any  regula- 
tion issued  by  the  Secretary  pursuant  to 
paragraph  (1)  of  this  subsection  shall  be 
fined  not  more  than  $250,000  and  impris- 
oned for  not  more  than  5  years,  or  both.". 

SEC.  2706.  MONEY   LAl'NDERINC  AS  A  PREDICATE 
OFFENSE. 

(a)  Subsection  (b)  of  section  1952  of  title 
18.  United  States  Code,  is  amended  by  strik- 
ing out  "or"  before  "(2)".  and  by  striking 
out  the  period  at  the  end  thereof  and  insert- 
ing in  lieu  thereof  the  following:  ".  or  (3) 
any  act  which  is  indictable  under  subchap- 
ter II  of  chapter  53  of  title  31,  United  States 
Code,  or  under  section  1956  of  this  title.". 

(b)  Sulwection  (1)  of  section  1961  of  title 
18.  United  States  Code,  is  amended  by  in- 
serting "section  1956  (relating  to  the  laun- 
dering of  monetary  instruments)."  after 
"section  1955  (relating  to  the  prohibition  of 
illegal  gambling  businesses),". 

(c)  Subsection  (1)  of  section  2516  of  title 
18,  United  States  Code,  is  amended  in  para- 
graph (c)  by  inserting  "section  1956  (laun- 
dering of  monetary  instruments)."  after 
"section  1955  (prohibition  of  business  enter- 
prises of  gambling).". 

SEC.  2707.  FORFEITURE. 

(a)  Title  18  of  the  United  States  Code,  is 
amended  by  adding  after  chapter  45  a  new 
chapter  46  as  follows: 

"CHAPTER  46— FORFEITURE 

"Sec. 

"981.  Civil  Forfeiture. 
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"982.  Criminal  Forfeiture. 
"g9gl.  Civil  forfeiture 

"(a)(1)  Except  as  provided  In  paragraph 
(2),  the  following  property  is  subject  to  for- 
feiture to  the  United  States: 

"(A)  Any  property,  real  or  personal,  which 
represents  the  gross  receipts  a  person  ob- 
tains, directly  or  indirectly,  as  a  result  of  a 
violation  of  section  1956  of  this  title,  or 
which  is  traceable  to  such  gross  receipts. 

"(B)  Any  property  within  the  jurisdiction 
of  the  United  States,  which  represents  the 
proceeds  of  an  offense  against  a  foreign 
nation  involving  the  manufacture,  importa- 
tion, sale,  or  distribution  of  a  controlled 
substance  (as  such  term  is  defined  for  the 
purposes  of  the  Controlled  Substances  Act), 
within  whose  jurisdiction  such  offense  or 
activity  would  be  punishable  by  death  or  im- 
prisonment for  a  term  exceeding  one  year 
and  which  would  be  punishable  by  imprison- 
ment for  a  term  exceeding  one  year  if  such 
act  or  activity  had  occurred  within  the  juris- 
diction of  the  United  States. 

"(2)  No  property  shall  be  forfeited  under 
this  section  to  the  extent  of  the  interest  of 
an  owner  or  lienholder  by  reason  of  any  act 
of  omission  established  by  that  owner  or 
lienholder  to  have  been  committed  without 
the  knowledge  of  that  owner  or  lienholder. 

"(b)  Any  property  subject  to  forfeiture  to 
the  United  States  under  subsection  (a)(1)(A) 
or  (a)(1)(B)  of  this  section  may  be  seized  by 
the  Attorney  General  or,  with  respect  to 
property  involved  in  a  violation  of  section 
1956  of  this  title  investigated  by  the  Secre- 
tary of  the  Treasury,  may  be  seized  by  the 
Secretary  of  the  Treasury,  upon  process 
issued  pursuant  to  the  Supplemental  Rules 
for  certain  Admiralty  and  Maritime  Claims 
by  any  district  court  of  the  United  States 
having  jurisdiction  over  the  property, 
except  that  seizure  without  such  process 
may  be  made  when— 

"(1)  the  seizure  is  pursuant  to  a  lawful 
arrest  or  search;  or 

"(2)  the  Attorney  General  or  the  Secre- 
tary of  the  Treasury,  as  the  case  may  be, 
has  obtained  a  warrant  for  such  seizure  pur- 
suant to  the  Federal  Rules  of  Criminal  Pro- 
cedure, in  which  event  proceedings  under 
subsection  (d)  of  this  section  shall  be  insti- 
tuted promptly. 

"(c)  Property  taken  or  detained  under  this 
section  shall  not  be  repleviable,  but  shall  be 
deemed  to  be  in  the  custody  of  the  Attorney 
General  or  the  Secretary  of  the  Treasury, 
as  the  case  may  be,  subject  only  to  the 
orders  and  decrees  of  the  court  or  the  offi- 
cial having  jurisdiction  thereof.  Whenever 
property  is  seized  under  this  subsection,  the 
Attorney  General  or  the  Secretary  of  the 
Treasury,  as  the  case  may  be,  may— 

"(1)  place  the  property  under  seal; 

"(2)  remove  the  property  to  a  place  desig- 
nated by  him;  or 

"(3)  require  that  the  General  Services  Ad- 
ministration take  custody  of  the  property 
and  remove  it,  if  practicable,  to  an  appropri- 
ate location  for  disposition  in  accordance 
with  law. 

'(d)  For  purposes  of  this  section,  the  pro- 
visions of  the  customs  laws  relating  to  the 
seizure,  summary  and  judicial  forfeiture, 
condemnation  of  property  for  violation  of 
the  customs  laws,  the  disposition  of  such 
property  or  the  proceeds  from  the  sale  of 
this  section,  the  remission  or  mitigation  of 
such  forfeitures,  and  the  compromise  of 
claims  (19  U.S.C.  1602  et  seq.),  insofar  as 
they  are  applicable  and  not  inconsistent 
with  the  provisions  of  this  section  shall 
apply  to  seizures  and  forfeitures  incurred, 
or  alleged  to  have  been  incurred,  under  this 
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section,  except  that  such  duties  as  are  im- 
posed upon  the  customs  officer  or  any  other 
person  with  respect  to  the  seizure  and  for- 
feiture of  property  under  the  customs  laws 
shall  be  performed  with  respect  to  seizures 
and  forfeitures  of  property  under  this  sec- 
tion by  such  officers,  agents,  or  other  per- 
sons as  may  be  authorized  or  designated  for 
that  purpose  by  the  Attorney  General  or 
the  Secretary  of  the  Treasury,  as  the  case 
may  be. 

"(e)  Notwithstanding  any  other  provision 
of  the  law,  the  Attorney  General  or  the  Sec- 
retary of  the  Treasury,  as  the  case  may  be, 
is  authorized  to  retain  property  forfeited 
pursuant  to  this  section,  or  to  transfer  such 
property  on  such  terms  and  conditions  as  he 
may  determine  to— 

"(1)  any  other  Federal  agency;  or 

"(2)  any  State  or  local  law  enforcement 
agency  which  participated  directly  in  any  of 
the  acts  which  led  to  the  seizure  or  forfeit- 
ure of  the  property. 

"The  Attorney  General  or  the  Secretary 
of  the  Treasury,  as  the  case  may  be  shall 
ensure  the  equitable  transfer  pursuant  to 
paragraph  (2)  of  any  forfeited  property  to 
the  appropriate  State  or  local  law  enforce- 
ment agency  so  as  to  reflect  generally  the 
contribution  of  any  such  agency  participat- 
ing directly  in  any  of  the  acts  which  led  to 
the  seizure  or  forfeiture  of  such  property.  A 
decision  by  the  Attorney  General  or  the 
Secretary  of  the  Treasury  pursuant  to  para- 
graph (2)  shall  not  be  subject  to  review.  The 
United  States  shall  not  be  liable  in  any 
action  arising  out  of  the  use  of  any  property 
the  custody  of  which  was  transferred  pursu- 
ant to  this  section  to  any  non-Federal 
agency.  The  Attorney  General  or  the  Secre- 
tary of  the  Treasury  may  order  the  discon- 
tinuance of  any  forfeiture  proceedings 
under  this  section  in  favor  of  the  institution 
of  forfeiture  proceedings  by  State  or  local 
authorities  under  an  appropriate  State  or 
local  statute.  After  the  filing  of  a  complaint 
for  forfeiture  under  this  section,  the  Attor- 
ney General  may  seek  dismissal  of  the  com- 
plaint in  favor  of  forfeiture  proceedings 
under  State  or  local  law.  Whenever  forfeit- 
ure proceedings  are  discontinued  by  the 
United  States  in  favor  of  State  or  local  pro- 
ceedings, the  United  States  may  transfer 
custody  and 'possession  of  the  seized  proper- 
ty to  the  appropriate  State  or  local  official 
immediately  upon  the  initiation  of  the 
proper  actions  by  such  officials.  Whenever 
forfeiture  proceedings  are  discontinued  by 
the  United  States  in  favor  of  State  or  local 
proceedings,  notice  shall  be  sent  to  all 
known  interested  parties  advising  them  of 
the  discontinuance  or  dismissal.  The  United 
States  shall  not  be  liable  in  any  action  aris- 
ing out  of  the  seizure,  detention,  and  trans- 
fer of  seized  property  to  State  or  local  offi- 
cials. 

"(f)  All  right,  title,  and  interest  in  proper- 
ty described  in  subsection  (a)  of  this  section 
shall  vest  in  the  United  States  upon  com- 
mission of  the  act'giving  rise  to  forfeiture 
under  this  section. 

"(g)  The  filing  of  an  indictment  or  infor- 
mation alleging  a  violation  of  law  which  is 
also  related  to  a  forfeiture  proceeding  under 
this  section  shall,  upon  motion  of  the 
United  States  and  for  good  cause  shown, 
stay  the  forfeiture  proceeding. 

"(h)  In  addition  to  the  venue  provided  for 
in  section  1395  of  title  28  or  any  other  provi- 
sion of  law,  in  the  case  of  property  of  a  de- 
fendant charged  with  a  violation  that  is  the 
basis  for  forfeiture  of  the  property  under 
this  section,  a  proceeding  for  forfeiture 
under  this  section  may  be  brought  in  the  ju- 


dicial district  in  which  the  defendant 
owning  such  property  is  found  or  in  the  ju- 
dicial district  in  which  the  criminal  prosecu- 
tion is  brought. 

"(i)  In  the  case  of  property  subject  to  for- 
feiture, under  subsection  (a)(1)(B),  the  fol- 
lowing additional  provisions  shall  apply: 

"(1)  Notwithstanding  any  other  provision 
of  law,  whenever  property  is  civilly  or  crimi- 
nally forfeited  under  this  subchapter,  the 
Attorney  General  may  equitably  transfer 
any  conveyance,  currency,  and  any  other 
type  of  personal  property  which  the  Attor- 
ney General  may  designate  by  regulation 
for  equitable  transfer,  or  any  amounts  real- 
ized by  the  United  States  from  the  sale  of 
any  real  or  personal  property  forfeited 
under  this  subchapter  to  an  appropriate  for- 
eign country  to  reflect  generally  the  contri- 
bution of  any  such  foreign  country  partici- 
pating directly  or  indirectly  in  any  acts 
which  led  to  the  seizure  or  forfeiture  of 
such  property.  Such  property  when  forfeit- 
ed pursuant  to  subsection  (aHlxB)  of  this 
section  may  also  be  transferred  to  a  foreign 
country  pursuant  to  a  treaty  providing  for 
the  transfer  of  forfeited  property  to  such 
foreign  country.  A  decision  by  the  Attorney 
General  pursuant  to  this  paragraph  shall 
not  be  subject  to  review.  The  foreign  coun- 
try shall,  in  the  event  of  a  transfer  of  prop- 
erty or  proceeds  of  sale  of  property  under 
this  subchapter,  bear  all  expenses  incurred 
by  the  United  States  in  the  seizure,  mainte- 
nance, inventory,  storage,  forfeiture,  and 
disposition  of  the  property,  and  all  transfer 
costs.  The  payment  of  all  such  expenses, 
and  the  transfer  of  assets  pursuant  to  this 
paragraph,  shall  be  upon  such  terms  and 
conditions  as  the  Attorney  General  may,  in 
his  discretion,  set. 

"(2)  The  provisions  of  this  section  shall 
not  be  construed  as  limiting  or  superseding 
any  other  authority  of  the  United  States  to 
provide  assistance  to  a  foreign  country  in 
obtaining  property  related  to  a  crime  com- 
mitted in  the  foreign  country,  including,  but 
not  limited  to,  property  which  is  sought  as 
evidence  of  a  crime  committed  in  the  for- 
eign country. 

"(3)  A  certified  order  or  judgment  of  for- 
feiture by  a  court  of  competent  jurisdiction 
of  a  foreign  country  concerning  property 
which  is  the  subject  of  forfeiture  under  this 
section  and  was  determined  by  such  court  to 
be  the  type  of  property  described  in  subsec- 
tion (a)(1)(B)  of  this  section,  and  any  certi- 
fied recordings  or  transcripts  of  testimony 
taken  in  a  foreign  judicial  proceeding  con- 
cerning such  order  or  judgment  of  forfeit- 
ure, shall  be  admissible  in  evidence  in  a  pro- 
ceeding brought  pursuant  to  this  section. 
Such  certified  order  or  judgment  of  forfeit- 
ure, when  admitted  into  evidence,  shall  con- 
stitute probable  cause  that  the  property  for- 
feited by  such  order  or  judgment  of  forfeit- 
ure is  subject  to  forfeiture  under  this  sec- 
tion and  creates  a  rebuttable  presumption 
of  the  forfeitability  of  such  property  under 
this  section. 

"(4)  A  certified  order  or  judgment  of  con- 
viction by  a  court  of  competent  jurisdiction 
of  a  foreign  country  concerning  an  unlawful 
drug  activity  which  gives  rise  to  forfeiture 
under  this  section  and  any  certified  record- 
ings or  transcripts  of  testimony  taken  in  a 
foreign  judicial  proceeding  concerning  such 
order  or  judgment  of  conviction  shall  be  ad- 
missible in  evidence  in  a  proceeding  brought 
pursuant  to  this  section.  Such  certified 
order  or  judgment  of  conviction,  when  ad- 
mitted into  evidence,  creates  a  rebuttable 
presumption  that  the  unlawful  drug  activity 
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giving  rise  to  forfeiture  under  this  section 
has  occurred. 

■•(5)  The  provisions  of  paragraphs  (3)  and 
(4)  of  this  subsection  shall  not  be  construed 
as  limiting  the  admissibility  of  any  evidence 
otherwise  admissible,  nor  shall  they  limit 
the  ability  of  the  United  SUtes  to  establish 
probable  cause  that  property  is  subject  to 
forfeiture  by  any  evidence  otherwise  admis- 
sible. 

'•(k)  For  purposes  of  this  section— 

"(1)  the  term  Attorney  General*  means 
the  Attorney  General  or  his  delegate:  and 

"(2)  the  term  Secretary  of  the  Treasury' 
means  the  Secretary  of  the  Treasury  or  his 
delegate. 
"0  982.  Criminal  forfeiture 

"(a)  The  court,  in  imposing  sentence  on  a 
person  convicted  of  an  offense  under  section 
1956  of  this  title  shall  order  that  the  person 
forfeit  to  the  United  States  any  property. 
real  or  personal,  which  represents  the  gross 
receipts  the  person  obtained,  directly  or  In- 
directly, as  a  result  of  such  offense,  or 
which  Is  traceable  to  such  gross  receipts. 

"(b)  The  provisions  of  subsections  413  (c) 
and  (e)  through  (o)  of  the  Comprehensive 
Drug  Abuse  Prevention  and  Control  Act  of 
1970  (21  U.S.C.  853(c)  and  (e)-(o))  shall 
apply  to  property  subject  to  forfeiture 
under  this  section,  to  any  seizure  or  disposi- 
tion thereof,  and  to  any  administrative  or 
judicial  proceeding  In  relation  thereto,  if 
not  inconsistent  with  this  section.". 

(b)  The  chapter  analysis  of  part  I  of  title 
18,  United  States  Code,  is  amended  by  in- 
serting after  the  item  for  chapter  45  the  fol- 
lowing: 

"46.  Forfeiture 981". 

TITLE  III— NEW  INITIATIVES  AGAINST 
DRl'GS 

Subtitle  A— White  Hou»e  Conference  on  Drug 

Abuse,  Education,  Prevention,  and  Treatment 
SEC.  3001.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "White 
House  Conference  on  Drug  Abuse.  Educa- 
tion, Prevention,  and  Treatment  Act  of 
1986". 

SEC.  3002.  AITHORIZATION  OF  CONFERENCE. 

Within  6  months  after  the  date  of  enact- 
ment of  this  Act,  the  President  shall  call 
and  conduct  a  White  House  Conference  on 
Drug  Abuse  Education.  Prevention,  and 
Treatment  (hereinafter  referred  to  In  this 
subtitle  as  the  "Conference")  to  carry  out 
the  purposes  described  in  section  3003. 

SEC.  3«03.  PLRPOSE  OF  CONFERENCE. 

(a)  The  purposes  of  the  Conference  are— 

(1)  to  share  information  and  experiences 
in  order  to  advance  our  national  commit- 
ment to  a  drug  free  society; 

(2)  to  highlight  the  dimensions  of  the 
drug  abuse  crisis,  to  examine  the  progress 
made  In  dealing  with  such  crisis,  and  to  ex- 
plore what  remains  to  be  accomplished  to 
end  drug  abuse:  and 

(3)  to  bring  public  attention  to  those  ap- 
proaches to  drug  abuse  education  and  pre- 
vention which  have  been  successful  In  curb- 
ing drug  abuse  and  those  methods  of  treat- 
ment which  have  enabled  drug  abusers  to 
become  drug  free. 

(b)  The  Conference  shall  specifically 
review— 

(1)  the  essential  role  of  parents  and  family 
members  in  preventing  the  basic  causes  of 
drug  abuse  and  In  helping  drug  abusers 
regain  control  of  their  lives  and  their 
future: 

(2)  the  Impact  of  drug  abuse  upon  Ameri- 
can education  and  the  effectiveness  of  drug 
education   programs   in   our   schools,    with 


particular  attention  to  those  schools,  both 
public  and  private,  which  have  maintained  a 
drug  free  learning  environment: 

(3)  the  role  of  the  news  media,  the  enter- 
tainment Industry,  academic  Institutions, 
professional  and  amateur  sports,  the  health 
profession,  the  legal  profession,  the  teach- 
ing profession,  the  business  community,  and 
labor  unions  in  contributing  to  our  Nation's 
drug  problem  and  to  solutions  to  the  prob- 
lem: and 

(4)  the  extent  to  which  Federal,  State. 
and  local  programs  of  drug  abuse  education, 
prevention,  and  treatment  require  reorgani- 
zation or  reform  in  order  to  better  use  avail- 
able resources  and  to  ensure  greater  coordi- 
nation among  such  programs. 

SEC.  3001.  CONFERENCE  P.ARTICIP.ANTS. 

(a)  In  order  to  carry  out  the  purposes 
specified  in  section  3003.  the  Conference 
shall  bring  together  individuals  concerned 
with  issues  relating  to  drug  abuse  education, 
prevention,  and  treatment.  The  President 
shall- 

(1)  ensure  the  active  participation  in  the 
Conference  of  the  heads  of  appropriate  ex- 
ecutive and  military  departments,  including 
the  Attorney  General,  the  Secretary  of  Edu- 
cation, the  Secretary  of  Health  and  Human 
Services,  and  the  Secretary  of  Transporta- 
tion: and 

(2)  provide  for  the  Involvement  in  the 
Conference  of  other  appropriate  public  offi- 
cials and  representatives  of  private  entities, 
particularly  parents'  groups  which  have 
been  active  in  the  fight  against  drug  abuse. 

(b)  Each  participant  in  the  Conference 
shall  t>e  responsible  for  the  expenses  of  such 
participant  in  attending  the  Conference, 
and  shall  not  be  reimbursed  for  such  ex- 
penses from  amounts  appropriated  to  carry 
out  this  subtitle. 

SEC.    3005.    PLANNING    AND    ADMINISTRATION    OF 
CONFERENCE. 

(a)  All  Federal  departments,  agencies,  and 
instrumentalities  shall  provide  such  supfwrt 
and  assistance  as  may  be  necessary  to  facili- 
tate the  planning  and  administration  of  the 
Conference. 

(b)(1)  The  President  Is  authorized  to  ap- 
point and  compensate  an  executive  director 
and  such  other  directors  and  personnel  for 
the  Conference  as  the  President  may  consid- 
er advisable,  without  regard  to  the  provi- 
sions of  title  5,  United  States  Code,  govern- 
ing appointments  in  the  competitive  service, 
and  without  regard  to  the  provisions  of 
chapter  51  and  subchapter  III  of  chapter  52 
of  such  title  relating  to  classification  and 
General  Schedule  pay  rates. 

(2)  Upon  request  by  the  executive  direc- 
tor, the  heads  of  the  executive  and  military 
departments  are  authorized  to  detail  em- 
ployees to  work  with  the  executive  director 
in  planning  and  administering  the  Confer- 
ence without  regard  to  the  provisions  of  sec- 
tion 3341  of  title  5.  United  States  Code. 

SEC.  3000.  FINAL  REPORT. 

Not  more  than  6  months  after  the  date  on 
which  the  Conference  is  convened,  a  final 
report  of  the  Conference  shall  be  submitted 
to  the  President  and  the  Congress.  The 
report  shall  include  the  findings  and  recom- 
mendations of  the  Conference  and  shall  be 
available  to  the  public. 

SEC.  3007.  AVAILABILITY  OF  FINDS. 

There  are  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  to  carry  out 
this  subtitle.  Amounts  appropriated  under 
this  section  shall  remain  available  until  ex- 
pended. New  spending  authority  or  author- 
ity to  enter  contracts  as  provided  in  this 
subtitle    shall    be    effective    only    to    such 


extent  and  In  such  amounts  as  are  provided 
in  advance  In  appropriation  Acts. 
Subtitle  B — Commerce 
PART  I— RAILROAD  SAFETY 
SEC.  3051.  RAILROAD  SAFETY. 

Section  202  of  the  Federal  Railroad 
Safety  Act  of  1970  (42  U.S.C.  431)  Is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing: 

"(1)  The  Secretary  shall,  within  one  year 
after  the  date  of  enactment  of  this  subsec- 
tion, review  existing  rules,  regulations, 
standards,  and  orders  governing  alcohol  and 
drug  use  In  railroad  operations  for  the  pur- 
pose of  determining  whether  they  are  ade- 
quate to  ensure  safety.  In  conducting  such 
review,  the  Secretary  shall  specifically - 

"(1)  to  the  extent  permitted  by  law,  re- 
quire that  all  railroad  employees  responsi- 
ble for  safety-sensitive  functions  be  subject 
to  testing  on  a  random  basis  for  the  pres- 
ence of  alcohol  and  controlled  substances: 

■(2)  consider  application  of  existing  rules, 
regulations,  orders,  and  standards  to  other 
categories  of  employees.  Including  employ- 
ees responsible  for  the  safety  of  passengers, 
railroad  rolling  stock,  and  track  and  related 
structures: 

"(3)  consider  disqualification  for  an  estab- 
lished period  of  time  of  any  employee  deter- 
mined to  have  used  or  to  have  been  im- 
paired by  alcohol  while  on  duty:  and 

"(4)  consider  disqualification  for  an  estab- 
lished period  of  time  of  any  employees  de- 
termined to  have  used  a  controlled  sub- 
stance, whether  on  duty  or  not  on  duty, 
except  as  permitted  for  medical  purposes  by 
law  and  any  rules,  regulations,  orders,  or 
standards  issued  under  this  Act.". 
PART  II— AIR  SAFETY 
SEC.  3061.  AIR  SAFETY. 

(a)(1)  Title  VI  of  the  Federal  Aviation  Act 
of  1958  (49  App.  U.S.C.  1421  et  seq.)  Is 
amended  by  adding  at  the  end  thereof  the 
following: 

"TESTING  FOR  CONTROLLB3)  SUBSTANCES  AND 

ALCOHOL 

"REQUIREMENT  OF  TESTING 

"Sec.  613.  (a)(1)  The  Administrator  shall, 
in  the  Interest  of  aviation  safety,  prescribe 
regulations  establishing  a  program  which 
requires  air  carriers  to  conduct  pre-employ- 
ment, periodic  recurring,  and  post-accident 
testing  of  airmen  and  crewmembers  for  the 
presence  of  controlled  substances  or  alcohol 
in  their  blood  or  urine.  The  Administrator 
shall  establish  such  a  program  applicable  to 
employees  of  the  Federal  Aviation  Adminis- 
tration whose  duties  include  responsibility 
for  safety  of  flight  operations. 

•(2)  To  the  extent  permitted  by  law,  the 
Administrator  shall  require  random  testing 
as  part  of  the  programs  established  under 
paragraph  ( 1 )  of  this  subsection. 

"PROHIBITION  ON  SERVICE 

"(b)(1)(A)  No  air  carrier  shall  permit  any 
individual  who  Is  determined  to  have  used  a 
controlled  substance  without  lawful  author- 
ization after  the  date  of  enactment  of  this 
section  to  serve  as  an  airman  or  crewmem- 
ber  unless  such  individual  has  completed  a 
program  of  rehabilitation  described  in  sub- 
section (c)  of  this  section. 

"(B)  In  the  case  of  any  airman  or  crew- 
member  determined  by  the  Administrator  to 
have  used  a  controlled  substance  without 
lawful  authorization  after  the  date  of  enact- 
ment of  this  section  who  refuses  to  under- 
take or  falls  to  complete  a  rehabilitation 
program  described  in  subsection  (c)  of  this 
section,    who    has    previously    undertaken. 
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completed  or  failed  to  complete  such  a  reha- 
bilitation program,  or  who  has  been  deter- 
mined by  the  Administrator  to  have  served 
as  an  airman  or  crewmember  while  impaired 
by  or  under  the  influence  of  a  controlled 
substance,  the  Administrator  may  revoke 
the  airman  certificate  of  such  an  airman  or, 
in  the  case  of  a  crewmember,  prohibit  such 
individual  from  serving  as  a  crewmember. 

■'(2)(A)  The  Administrator  shall  not 
permit  any  employee  of  the  Federal  Avia- 
tion Administration  whose  duties  include  re- 
sponsibility for  safety  of  flight  operations 
who  is  determined  to  have  used  a  controlled 
substance  without  lawful  authorization 
after  the  date  of  enactment  of  this  section 
to  perform  any  such  duties  unless  such  indi- 
vidual has  completed  a  program  of  rehabili- 
tation described  in  subsection  (c)  of  this  sec- 
tion. 

"(B)  In  the  case  of  any  employee  of  the 
Federal  Aviation  Administration  whose 
duties  include  responsibility  for  safety  of 
flight  operations  determined  by  the  Admin- 
istrator to  have  used  a  controlled  substance 
without  lawful  authorization  after  the  date 
of  enactment  of  this  section  who  refuses  to 
undertake  or  fails  to  complete  a  rehabilita- 
tion program  described  in  subsection  (c)  of 
this  section,  who  has  previously  undertaken, 
completed  or  failed  to  complete  such  a  reha- 
bilitation program,  or  who  has  been  deter- 
mined by  the  Administrator  to  have  per- 
formed duties  which  include  responsibility 
for  safety  of  flight  operations  while  im- 
paired by  or  under  the  influence  of  a  con- 
trolled substance,  the  Administrator  shall 
not  p)€rmit  such  employee  to  perform  any 
such  duties. 

"REHABILITATION  PROGRAM 

"(c)(1)  Each  air  carrier  shall  establish  and 
maintain  a  rehabilitation  program  which  at 
a  minimum  provides  for  the  identification 
and  treatment  of  airmen  and  crewmembers 
in  need  of  assistance  in  resolving  problems 
with  the  use  of  controlled  substances  or  al- 
cohol. Each  air  carrier  is  encouraged  to 
make  such  program  available  to  all  of  its 
employees  other  than  airmen  and  crewmem- 
bers. Nothing  in  this  subsection  shall  pre- 
clude any  air  carrier  from  establishing  a 
program  under  this  subsection  in  coopera- 
tion with  any  other  air  carrier. 

"(2)  The  Administrator  shall  establish  and 
maintain  a  rehabilitation  program  which  at 
a  minimum  provides  for  the  identification 
and  treatment  of  those  employees  of  the 
Federal  Aviation  Administration  whose 
duties  Include  responsibility  for  safety  of 
flight  operations  who  are  in  need  of  assist- 
ance in  resolving  problems  with  the  use  of 
controlled  substances  or  alcohol. 

"EITECT  ON  OTHER  REGULATIONS 

"(d)  Nothing  in  this  section  shall  preclude 
the  Administration  from  adopting  or  con- 
tinuing in  effect  other  regulations  intended 
to  protect  persons  or  property  on  the 
ground  or  in  the  air  from  the  hazards  to 
safety  associated  with  the  potential  use  of 
controlled  substances  or  alcohol  by  airmen 
or  crewmembers. 

"DEFINITIONS 

"(e)  For  the  purpose  of  this  section,  the 
term  'controlled  substance'  has  the  meaning 
given  such  term  by  section  102(b)  of  the 
Controlled  Substances  Act  (21  U.S.C. 
802(6)).". 

(2)  The  Administrator  of  the  Federal 
Aviation  Administration  shall  amend  sec- 
tion 91.11  of  the  Federal  Aviation  Regula- 
tions (14  CFR  91.11)  to  include  mechanics 
and  other  employees  directly  responsible  for 


the  safety  of  flight  operations  as  crewmem- 
bers for  purposes  of  such  section. 

(3)  That  portion  of  the  table  of  contents 
of  the  Federal  Aviation  Act  of  1958  relating 
to  title  VI  is  amended  by  adding  at  the  end 
thereof  the  following: 

"Sec.  613.  Testing  for  controlled  substances 
and  alcohol, 
"(a)  Requirements  of  testing. 
"(b)  Prohibition  on  service. 
"(c)  Rehabilitation  program. 
"(d)  Effect  on  other  regulatiorw. 
"(e)  Definitions.". 

(b)(1)  Section  902(b)  of  the  Federal  Avia- 
tion Act  of  1958  (49  U.S.C.  1472(b))  Is 
amended  by  adding  at  the  end  thei-eof  the 
following: 

"(3)  Nothing  in  this  subsection  or  In  any 
other  provision  of  this  Act  shall  preclude  a 
State  from  establishing  criminal  penalties, 
including  providing  for  forfeiture  or  seizure 
of  aircraft,  for  a  person  who— 

"(A)  knowingly  and  willfully  forges,  coun- 
terfeits, alters,  or  falsely  makes  an  aircraft 
registration  certificate; 

"(B)  knowingly  sells,  uses,  attempts  to  use. 
or  possesses  with  intent  to  use  a  fraudulent 
aircraft  registration  certificate; 

"(C)  knowingly  and  willfully  displays  or 
causes  to  be  displayed  on  any  aircraft  any 
marks  that  are  false  or  misleading  as  to  the 
nationality  or  registration  of  the  aircraft;  or 

"(D)  obtains  an  aircraft  registration  certif- 
icate from  the  Administrator  by  knowingly 
and  willfully  falsifying,  concealing,  or  cover- 
ing up  a  material  fact,  or  making  a  false,  fic- 
titious, or  fraudulent  statement  or  represen- 
tation, or  making  or  using  any  false  writing 
or  document  knowing  the  writing  or  docu- 
ment to  contain  any  false,  fictitious,  or 
fraudulent  statement  or  entry.". 

(2)  Section  501  of  the  Federal  Aviation 
Act  of  1958  (49  U.S.C.  1401)  is  amended  by 
adding  at  the  end  thereof  the  following: 

"INSPECrriON  BY  LAW  ENFORCEMENT  OFFICERS 

"(g)  The  operator  of  an  aircraft  shall 
make  available  for  Inspection  an  aircraft's 
certificate  or  registration  upon  request  by  a 
Federal,  State,  or  local  law  enforcement  of- 
ficer.". 

(3)  That  portion  of  the  table  of  contents 
of  the  Federal  Aviation  Act  of  1958  which 
appears  under  the  side  heading  "Sec.  501. 
Registration  of  aircraft  nationality."  is 
amended  by  adding  at  the  end  thereof  the 
following: 

"(g)  Inspection  by  law  enforcement  offi- 
cers.". 

(c)(1)  Subsection  (q)  of  section  902  of  the 
Federal  Aviation  Act  of  1958  (49  U.S.C. 
1472(q))  Is  amended  to  read  as  follows: 

"VIOLATIONS  IN  CONNECTION  WITH 
TRANSPORTATION  OF  CONTROLLED  SUBSTANCES 

"(q)(l)  It  shall  be  unlawful,  In  connection 
with  transportation  described  in  paragraph 
(2)  and  with  knowledge  of  such  transporta- 
tion, for  any  person— 

"(A)  who  is  the  owner  of  an  aircraft  eligi- 
ble for  registration  under  section  501.  to 
knowingly  and  willfully  operate,  attempt  to 
operate,  or  permit  any  other  person  to  oper- 
ate such  aircraft  if  the  aircraft  Is  not  regis- 
tered under  section  501  or  the  certificate  of 
registration  of  the  aircraft  is  suspended  or 
revoked,  or  if  such  person  does  not  have 
proper  authorization  to  operate  or  navigate 
the  aircraft  without  registration  for  a 
period  of  time  after  transfer  of  ownership; 

"(B)  to  operate  or  attempt  to  operate  an 
aircraft  eligible  for  registration  under  sec- 
tion 501  knowing  that  such  aircraft  Is  not 
registered  under  section  501.  that  the  certif- 
icate of  registration  is  suspended  or  revoked. 


or  that  such  person  does  not  have  proper 
authorization  to  operate  or  navigate  the  air- 
craft without  registration  for  a  period  of 
time  after  transfer  of  ownership; 

"(C)  to  knowingly  and  willfully  serve,  or 
attempt  to  serve,  in  any  capacity  as  an 
airman  without  a  valid  airman  certificate 
authorizing  such  person  to  ser\'e  in  such  a 
capacity;  and 

"(D)  to  knowingly  and  willfully  employ 
for  service  or  utilize  any  airman  who  does 
not  ptossess  a  valid  airman  certificate  au- 
thorizing such  person  to  serve  in  such  ca- 
pacity. 

"(2)  The  transportation  referred  to  in 
paragraph  (1)  is  the  transportation  by  air- 
craft of  any  controlled  substance  where 
such  transportation  is  punishable  by  death 
or  imprisonment  for  a  term  exceeding  one 
year  under  a  State  or  Federal  law  or  is  pro- 
vided in  connection  with  any  act  that  is 
punishable  by  death  or  imprisonment  for  a 
term  exceeding  one  year  under  a  State  or 
Federal  law  relating  to  a  controlled  sub- 
stance (other  than  a  law  relating  to  simple 
possession  of  a  controlled  substance). 

"(3)  A  person  violating  this  subsection 
shall  be  subject  to  a  fine  not  exceeding 
$25,000.  or  imprisonment  not  exceeding  5 
years,  or  both. 

"(4)  For  purposes  of  this  subsection,  the 
term  'controlled  substance'  has  the  meaning 
given  to  such  term  by  section  102(5)  of  the 
Controlled  Substances  Act  (21  U.S.C. 
802(6)).  ". 

(2)  That  portion  of  the  table  of  contents 
of  the  Federal  Aviation  Act  of  1958  which 
appears  under  the  side  heading  "Sec.  902. 
Criminal  penalties."  is  amended  after  the 
item  relating  to  subsection  (q)  to  read  as  fol- 
lows: 

"(q)  Violations  in  connection  with  trans- 
portation of  controlled  substances.". 

(d)  Section  904(a)  of  the  Federal  Aviation 
Act  of  1958  (49  U.S.C.  1474(a))  is  amended— 

(1)  by  striking  "$500"  wherever  it  appears 
and  by  inserting  in  lieu  thereof  "$5,000"; 

(2)  by  inserting  immediately  after  the 
second  sentence  the  following:  "In  addition 
to  any  other  penalty,  if  any  controlled  sub- 
stance described  in  section  584  of  the  Tariff 
Act  of  1930  (19  U.S.C.  1584)  is  found  on 
board  of.  or  to  have  been  unladen  from.  Bin 
aircraft  subject  to  section  1109  (b)  and  (c)  of 
this  Act.  the  owner  or  person  in  charge  of 
such  aircraft  shall  be  subject  to  the  penal- 
ties provided  for  in  section  584  of  the  Tariff 
Act  of  1930  (19  U.S.C.  1584).  unless  such 
owner  or  person  is  able  to  demonstrate,  by  a 
preponderance  of  the  evidence,  that  such 
owner  or  person  did  not  know,  and  could 
not.  by  the  exercise  of  the  highest  degree  of 
care  and  diligence,  have  known,  that  any 
such  controlled  substance  was  on  board."; 
and 

(3)  by  amending  the  third  sentence  to 
read  as  follows:  "In  the  case  the  violation  Is 
by  the  owner,  operator,  or  E>erson  in  com- 
mand of  the  aircraft,  any  penalty  imposed 
by  this  section  shall  be  a  lien  against  the 
aircraft.". 

(e)(1)  Section  1109  of  the  Federal  Aviation 
Act  of  1958  (49  App.  U.S.C.  1509)  is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing: 

"REPORTING  TRANSFER  OF  OWNERSHIP 

"(f)  Any  p€i-son  having  an  ownership  in- 
terest in  any  aircraft  for  which  a  certificate 
of  registration  has  been  issued  under  this 
Act  shall,  upon  the  sale,  conditional  sale, 
transfer  or  conveyance  of  such  ownership 
Interest,  file  within  15  days  such  notice  as 
the  Secretary  of  the  Treasury  may  by  regu- 
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latlon  require.  The  filing  of  a  notice  under 
this  subsection  shall  not  relieve  any  person 
from  the  filing  requirements  of  section  501 
or  503  of  this  Act. ". 

(2)  That  portion  of  the  table  of  contents 
of  the  Federal  Aviation  Act  of  1958  which 
appears  under  the  side  heading  "Sec.  1109. 
Application  of  existing  laws  relating  to  for- 
eign commerce."  is  amended  by  adding  at 
the  end  thereof  the  following: 

"(f)  Reporting  transfer  of  ownership.". 
PART  III— COMMUNICATIONS 
SEC.  3«7I.  COMMINICATIONS. 

The  Federal  Communications  Commission 
shall,  notwithstanding  any  other  provision 
of  law.  assist  in  the  enforcement  of  or  ef- 
forts to  enforce  any  provision  of  Federal  law 
which  prohibits  the  use  or  distribution  of 
any  controlled  substance  by  seizing  any 
communications  equipment  within  the  juris- 
diction of  the  Federal  Communications 
Commission  under  the  Communications  Act 
of  1934  (47  U.S.C.  151  et  seq.)  that  was 
owned  by  or  licensed  to  any  person  who 
used  such  equipment  for  purposes  of  using 
or  distributing  any  such  substance.  In  addi- 
tion, the  Federal  Communications  Commis- 
sion shall  revoke  any  license  issued  to  any 
person  under  the  Communications  Act  of 
1934  who  is  found  to  have  acted  under  such 
license  for  the  purpose  of  using  or  distribut- 
ing any  controlled  substance  in  violation  of 
any  provision  of  Federal  law. 

PART  IV— HIGHWAY  SAFETY 

Subpart  A — Commercial  Motor  Vehicle  Safety 
Act  of  1986 
SEC.  3081.  SHORT  TITLE. 

This  subpart  may  be  cited  as  the  'Com- 
mercial Motor  Vehicle  Safety  Act  of  1986". 

SEC.  3W2.  PI  RPOSE. 

The  purpose  of  this  subpart  is  to  enhance 
the  safe  operation  of  commercial  motor  ve- 
hicles on  the  Nation's  highways  by  develop- 
ing national  uniform  standarcis  for  the  test- 
ing, licensing,  and  qualification  of  commer- 
cial motor  vehicle  operators,  and  by  increas- 
ing inspections  of  commercial  motor  vehicle 
operators  and  the  equipment  they  operate. 

SEC.  3883.  DEFINITIONS. 

As  used  in  this  subpart,  the  term— 

(1)  "commerce"  means— 

(A)  trade,  traffic,  or  transportation  within 
the  jurisdiction  of  the  United  States  l)e- 
tween  a  place  in  a  State  and  a  place  outside 
of  such  State  (including  a  place  outside  of 
the  United  States);  or 

(B)  trade,  traffic,  or  transportation  in  the 
United  States  which  affects  any  trade,  traf- 
fic, or  transportation  described  in  subpara- 
graph (A); 

(2)  "commercial  motor  vehicle"  means  any 
self-propelled  or  towed  vehicle  used  on 
highways  in  commerce  to  transport  passen- 
gers or  property  if— 

(A)  such  vehicle  has  a  gross  vehicle  weight 
rating  of  twenty-six  thousand  and  one  or 
more  pounds,  or  such  lower  weight  rating 
(not  less  than  ten  thousand  pounds)  as  the 
Secretary  considers  appropriate; 

(B)  such  vehicle  is  designed  to  transport 
more  than  fifteen  passengers,  including  the 
driver:  or 

(C)  such  vehicle  is  used  in  the  transporta- 
tion of  materials  found  by  the  Secretary  to 
be  hazardous  for  the  purposes  of  the  Haz- 
ardous Materials  Transportation  Act  (49 
App.  U.S.C.  1801  et  seq.); 

(3)  "controlled  substance"  shall  have  the 
meaning  given  to  such  term  in  section 
102(6)  of  the  Comprehensive  Drug  Abuse 
Prevention  and  Control  Act  of  1970  (21 
U.S.C.  802(6»: 


(4)  "employee"  means  an  operator  of  a 
commercial  motor  vehicle  (including  an  in- 
dei)endent  contractor  while  in  the  course  of 
operating  a  commercial  motor  vehicle)  who 
is  employed  by  an  employer  and  who  in  the 
course  of  his  or  her  employment  directly  af- 
fects commercial  motor  vehicle  safety; 

(5)  "employer"  means  any  person  engaged 
in  a  business  in  commerce  who  owns  or 
leases  a  commercial  motor  vehicle  in  con- 
nection with  such  business,  or  assignis  em- 
ployees to  operate  such  vehicle; 

(6)  "Secretary"  means  the  Secretary  of 
Transportation;  and 

(7)  "State"  means  a  State  of  the  United 
States,  the  District  of  Columbia,  the  Com- 
monwealth of  Puerto  Rico,  the  Virgin  Is- 
lands. American  Samoa,  or  the  Common- 
wealth of  the  Northern  Marianas. 

SEC.  3084.  NATIONAL  INIFOR.M  CO.MMERCIAL 
MOTOR  VEHICLE  OPERATORS  LI- 
CENSE. 

(a)(1)  Not  later  than  March  1,  1988,  the 
Secretary  shall,  in  accordance  with  section 
553  of  title  5,  United  States  Code,  promul- 
gate regulations  which  establish  minimum 
Federal  standards  for  the  licensing,  testing, 
qualifications,  and  classification  of  opera- 
tors of  commercial  motor  vehicles.  Such  reg- 
ulations shall,  at  a  minimum— 

(A)  prohibit  any  person  who  operates  a 
commercial  motor  vehicle  in  commerce  from 
possessing  more  than  one  license  to  operate 
a  commercial  motor  vehicle; 

(B)  establish  minimum  Federal  standards 
for  written  tests  and  driving  tests  of  persons 
who  operate  such  vehicles; 

(C)  require  a  driving  test  of  each  person 
who  operates  or  will  operate  a  commercial 
motor  vehicle  in  commerce  in  the  type  of 
vehicle  such  person  operates  or  will  operate, 
except  that  the  Secretary  may,  by  regula- 
tion, permit  any  State  to  waive  such  test  in 
the  case  of  any  such  person  who  applies  for 
renewal  of  a  license  to  operate  a  commercial 
motor  vehicle; 

(D)  establish  minimum  scores  for  passing 
such  tests; 

(E)  ensure  that  each  person  taking  such 
tests  is  qualified  to  operate  a  commercial 
motor  vehicle  in  commerce  under  regula- 
tions promulgated  under  this  section,  regu- 
lations contained  in  subpart  E  of  part  391  of 
title  49  of  the  Code  of  Federal  Regulations, 
and  such  other  Federal  Motor  Carrier 
Safety  Regulations  contained  in  title  49  of 
the  Code  of  Federal  Regulations  as  the  Sec- 
retary considers  appropriate; 

(P)  establish  a  schedule  of  offenses  and 
corresponding  suspensions,  revocations,  and 
cancellations  for  cause  of  licenses  to  operate 
commercial  motor  vehicles,  which  shall  in- 
clude requirements  for  the  prompt  suspen- 
sion, for  a  period  of  not  less  than  one  year. 
of  the  operator's  license  of  any  individual 
who  is  determined  to  have  a  blood  alcohol 
content  level  of  0.04  percent  or  more  while 
operating  a  commercial  motor  vehicle  or 
who  refuses  to  submit  to  such  a  test  or  who 
is  found  to  be  operating  a  commercial  motor 
vehicle  while  under  the  influence  of  a  con- 
trolled substance  or  who  refuses  to  submit 
to  such  a  test,  and  for  the  immediate  revo- 
cation of  the  operator's  license  of  any  indi- 
vidual who  has  been  twice  determined  to 
have  a  blood  alcohol  content  level  of  0.04 
percent  or  more  while  operating  a  commer- 
cial motor  vehicle  or  who  has  twice  refused 
to  submit  to  such  a  test,  or  who  has  been 
twice  determined  to  have  operated  a  com- 
mercial motor  vehicle  while  under  the  influ- 
ence of  a  controlled  substance  or  who  has 
twice  refused  to  submit  to  such  a  test; 

(G)  establish  a  system  of  classification  for 
licensing  that  provides  different  minimum 


Federal  testing  standards  for  operation  of 
different  classes  of  commercial  motor  vehi- 
cles; and 

(H)  provide  that  each  license  to  operate  a 
commercial  motor  vehicle  shall  contain,  at  a 
minimum— 

(i)  the  legal  name,  date  of  birth  (including 
day,  month,  and  year),  sex.  and  a  physical 
description  of  the  person  to  whom  such  li- 
cense is  i.ssued; 

(ii)  other  identifying  information  which 
the  Secretary  considers  necessary  or  appro- 
priate; 

(iii)  the  type  of  commercial  motor  vehicle 
which  such  person  is  authorized  to  operate 
under  such  license; 

(iv)  the  name  of  the  State  which  issued 
such  license;  and 

(V)  the  dates  between  which  such  license 
is  valid. 

(2)  Not  later  than  March  1,  1988,  the  Sec- 
retary shall,  in  accordance  with  section  553 
of  title  5,  United  States  Code,  promulgate 
regulations  which  shall  be  in  addition  to 
regulations  promulgated  under  paragraph 
(1)  of  this  subsection  and  which  shall  estab- 
lish minimum  Federal  standards  for  the  li- 
censing, testing,  qualifications,  and  classifi- 
cation of  any  person  who  operates  or  will 
operate  a  commercial  motor  vehicle  carry- 
ing a  hazardous  material  (as  defined  in  sec- 
tion 103(2)  of  the  Hazardous  Materials 
Transportation  Act  (49  App.  U.S.C.  1802(2)). 
Such  regulations  shall— 

(A)  ensure  that  such  person  is  qualified  to 
operate  a  commercial  motor  vehicle  in  ac- 
cordance with  all  regulations  pertaining  to 
motor  vehicle  transportation  of  such  haz- 
ardous material  issued  by  the  Secretary 
under  the  Hazardous  Materials  Transporta- 
tion Act  (49  App.  U.S.C.  1801  et  seq.); 

(B)  establish  minimum  Federal  standards 
for,  and  scores  for  passing,  written  tests 
which  ensure  that  such  person  is  knowl- 
edgeable regarding  (i)  all  such  regulations, 
(ii)  the  basic  properties  and  handling  of 
such  hazardous  material,  and  (iii)  the  ap- 
propriate response  to  emergencies  arising 
out  of  the  transportation  of  such  hazardous 
material;  and 

(C)  establish  minimum  Federal  standards 
for  driving  tests  which  ensure  that  such 
person  is  knowledgeable  regarding  the  type 
of  vehicle  that  such  person  operates  or  will 
operate  and  regarding  the  safety  system  of 
such  vehicle. 

The  Secretary  may  exempt  any  such  person 
from  any  requirement  of  this  subpart  if  the 
material  to  be  transported  is  a  hazardous 
material  listed  pursuant  to  section  306(a)  of 
the  Environmental  Response,  Compensa- 
tion, and  Liability  Act  of  1980  (42  U.S.C. 
9656(a))  and  is  not  otherwise  regulated  by 
the  Department  of  Transportation,  or  if  the 
material  to  be  transported  is  a  consumer 
commodity  or  limited  quantity  hazardous 
material,  as  defined  in  section  171.8  of  title 
49  of  the  Code  of  Federal  Regulations. 

(3)(A)  Section  521(b)  of  title  49,  United 
States  Code,  is  amended— 

(i)  by  redesignating  paragraphs  (12)  and 
(13)  as  paragraphs  (13)  and  (14),  respective- 
ly; and 

(ii)  by  inserting  immediately  after  para- 
graph (11)  the  following: 

"(12)  The  provisions  of  this  subsection 
shall  apply  to  any  violation  of  the  Commer- 
cial Motor  Vehicle  Safety  Act  of  1986, 
except  that— 

"(A)  the  amount  to  be  assessed  under  this 
subsection  for  any  such  violation  shall  not 
exceed  $5,000  for  each  such  violation;  and 

•(B)  the  exceptions  regarding  employees 
in  paragraphs  (2)  and  (6)  of  this  subsection 
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shall  not  apply  to  any  violation  of  the  Com- 
mercial Motor  Vehicle  Safety  Act  of  1986. 
but  (i)  in  the  case  of  paragraph  (2)  of  this 
subsection,  the  amount  to  be  assessed  for  a 
violation  of  the  Commercial  Motor  Vehicle 
Safety  Act  of  1986  by  an  employee  shall  not 
exceed  $5,000  for  each  such  violation,  and 
(ii)  in  the  case  of  paragraph  (6)  of  this  sub- 
section, the  penalty  to  be  imposed  for  a  vio- 
lation of  the  Commercial  Motor  Vehicle 
Safety  Act  of  1986  by  an  employee  shall  not 
exceed  $5,000  for  each  such  violation  or  im- 
prisonment for  a  term  not  to  exceed  one 
year,  or  both.". 

(B)  The  Secretary  shall  establish  guide- 
lines for  civil  and  criminal  penalties  to  be 
imposed  by  the  States  for  a  violation  of  this 
subsection.  Such  penalties  shall  not  exceed 
$5,000  for  each  such  violation,  and  shall  not 
provide  for  imprisonment  of  more  than  one 
year. 

(b)(1)  No  person  may  operate  a  commer- 
cial motor  vehicle  in  commerce  unless  such 
person— 

(A)  complies  with  all  requirements  im- 
posed by  regulations  promulgated  under 
subsection  (a)  of  this  section;  and 

(B)  has  a  blood  alcohol  content  level  of 
less  than  0.04  percent  while  operating  a 
commercial  motor  vehicle. 

(2)(A)  Except  as  provided  in  subparagraph 
(B)  of  this  paragraph,  paragraph  (1)  of  this 
subsection  shall  become  applicable  with  re- 
spect to  any  person  who  operates  or  will  op- 
erate a  commercial  motor  vehicle  in  com- 
merce on  the  date  on  which  the  State  in 
which  such  person  is  domiciled  adopts  a 
classified  licensing  program  under  subsec- 
tion (c)(1)  of  this  section  or  September  1, 
1989,  whichever  is  earlier,  except  that,  with 
respect  to  a  person  to  whom  a  license  to  op- 
erate a  commercial  motor  vehicle  has  been 
issued  on  or  before  such  applicable  date, 
who  has  not  been  found  to  have  violated  a 
State  or  local  law  relating  to  motor  vehicle 
traffic  control  (other  than  a  parking  viola- 
tion) in  the  three-year  period  ending  on 
such  date,  and  who  has  not  been  disquali- 
fied by  the  Secretary  pursuant  to  title  49  of 
the  Code  of  Federal  Regulations  from  oper- 
ating a  commercial  motor  vehicle  in  com- 
merce or  has  had  a  license  to  operate  a  com- 
mercial motor  vehicle  suspended,  revoked, 
or  canceled  for  cause  at  any  time  during 
such  three-year  period,  paragraph  (1)  of 
this  subsection  shall  only  take  effect  on  the 
date  after  such  date  on  which— 

(i)  such  license  is  required  to  be  renewed 
under  State  law, 

(ii)  such  person  is  found  to  have  violated 
such  a  State  or  local  law,  or 

(iii)  such  person  is  disqualified  pursuant 
to  title  49  of  the  Code  of  Federal  Regula- 
tions by  the  Secretary  from  operating  a 
commercial  motor  vehicle  in  commerce  and 
has  had  such  person's  license  suspended,  re- 
voked, or  canceled  for  cause  by  a  State, 
whichever  is  earliest. 

(B)  If  any  such  person  is  not  domiciled  in 
a  State  that  has  adopted  such  a  classified  li- 
censing program,  the  Secretary  may,  in  ac- 
cordance with  regulations  to  be  prescribed 
by  the  Secretary,  permit  such  person  to 
obtain  a  license  to  operate  a  conunercial 
motor  vehicle  from  any  State  that  has 
adopted  such  a  program. 

(c)  On  or  before  September  1,  1989,  each 
State  shall,  at  a  minimum— 

(1)  adopt  and  administer  a  classified  li- 
censing program  for  the  issuance  of  licenses 
to  operate  commercial  motor  vehicles  that 
includes  testing  and  qualification  standards 
for  persons  who  operate  commercial  motor 
vehicles  in  commerce  in  accordance  with  all 


of  the  minimum  Federal  standards  estab- 
lished by  the  Secretary  under  subsection  (a) 
of  this  section,  which  program  (A)  may  in- 
clude standards  for  its  domiciliaries  that  are 
more  stringent  than  the  minimum  Federal 
standards  established  by  the  Secretary 
under  subsection  (a)  of  this  section;  and  (B) 
shall  provide  that  such  State  shall  recognize 
any  license  issued  by  another  State  if  such 
license  meets  all  of  the  Federal  minimum 
standards  established  by  the  Secretary 
under  subsection  (a)  of  this  section: 

(2)  not  issue  a  license  to  operate  a  com- 
mercial motor  vehicle  to  a  person  unless 
such  person  passes  a  written  test  and  driv- 
ing test  for  the  operation  of  a  commercial 
motor  vehicle  which  complies  with  such 
minimum  standards  and  complies  with  all 
requirements  imposed  by  regulations  pro- 
mulgated under  subsection  (a)  of  this  sec- 
tion; 

(3)  ensure  that  each  classified  license  to 
operate  a  commercial  motor  vehicle  con- 
tains the  information  described  in  subsec- 
tion (a)(1)(H)  of  this  section; 

(4)  until  the  information  system  estab- 
lished under  section  5  of  this  Act  provides  a 
means  of  rapid  communication  of  the  infor- 
mation spiecified  in  such  section,  (A)  notify 
the  Secretary,  before  the  issuance  of  a  clas- 
sified license  to  operate  a  commercial  motor 
vehicle,  of  the  proposed  issuance  of  such  li- 
cense and  such  other  information  as  the 
Secretary  may  require  to  ensure  identifica- 
tion of  the  person  applying  for  such  license; 
(B)  within  30  days  after  issuance  of  a  classi- 
fied license  to  operate  a  commercial  motor 
vehicle,  notify  the  Secretary  of  the  issuance 
of  such  a  license;  and  (C)  maintain  informa- 
tion regarding  and,  upon  the  request  of  an- 
other State,  transmit  to  such  State  or,  upon 
the  request  of  an  employer  or  prospective 
employer,  transmit  at  such  States  option  to 
such  employer  or  prospective  employer,  to 
the  extent  permitted  by  law,  information  re- 
garding (i)  any  suspension,  revocation,  or 
cancellation  for  cause  of  such  a  license  and 
any  disqualification  pursuant  to  title  49  of 
the  Code  of  Federal  Regulations  of  the 
holder  of  such  a  classified  license  from  oper- 
ating a  commercial  motor  vehicle  for  a 
period  of  60  days  or  more,  (ii)  a  decision  to 
deny  for  cause  a  license  to  a  person  apply- 
ing for  such  a  license,  or  (iii)  the  conviction 
of  the  holder  of  such  a  classified  license  of 
any  of  the  offenses  specified  in  section 
3085(b)(2)  of  this  subpart; 

(5)  when  the  information  system  estab- 
lished under  section  3085  of  this  subpart 
allows  for  the  rapid  communication  of  infor- 
mation, comply  with  the  requirements  of  all 
regulations  within  such  time  periods  as  the 
Secretary  establishes  under  section  3085(d) 
of  this  subpart,  including  a  requirement 
that  the  State  shall  respond  to  all  requests 
for  information  from  employers; 

(6)  before  issuance  of  a  classified  license 
to  operate  a  conunercial  motor  vehicle,  con- 
tact any  other  State  which  has  issued  to 
such  person  such  a  license  to  determine  the 
driving  record  of  such  person  and,  if  the 
State  determines  as  a  result  of  such  contact 
that  such  person  has  been  disqualified  pur- 
suant to  title  49  of  the  Code  of  Federal  Reg- 
ulations from  operating  a  commercial  motor 
vehicle  by  the  Secretary,  or  has  had  a  li- 
cense suspended,  revoked,  or  canceled  for 
cause  for  violation  of  an  offense  pursuant  to 
subsection  (a)(1)(F)  of  this  section,  within 
three  years  before  application  has  been 
made  for  such  a  classified  license,  not  issue 
such  a  classified  license  to  such  person; 

(7)  not  issue  a  classified  license  to  operate 
a  commercial  motor  vehicle  to  any  person  to 


whom  such  a  license  has  been  issued  by  any 
other  State  unless  such  person  first  returns 
such  license  issued  by  such  other  State; 

(8)  prior  to  issuing  a  classified  license  to 
operate  a  commercial  motor  vehicle  to  any 
person,  consult  the  National  Driver  Register 
established  pursuant  to  the  National  Driver 
Register  Act  of  1982  (23  U.S.C.  401.  note) 
(after  such  Register  is  determined  by  the 
Secretary  to  be  operational)  to  determine 
whether  such  person  has  either  been  dis- 
qualified from  operating  a  motor  vehicle 
other  than  a  commercial  motor  vehicle,  or 
has  had  a  license  other  than  a  license  to  op- 
erate a  commercial  motor  vehicle  suspend- 
ed, revoked,  or  canceled  for  cause,  within 
three  years  before  application  has  been 
made  for  such  a  classified  license,  or  has 
been  convicted  of  any  of  the  offenses  speci- 
fied in  section  205(a)  of  the  National  Driver 
Register  Act  of  1982  and.  if  the  State  is  in- 
formed that  such  person  has  been  so  dis- 
qualified or  convicted  or  such  license  has 
been  suspended,  revoked,  or  canceled  for 
cause,  not  issue  a  classified  license  to  oper- 
ate a  commercial  motor  vehicle  to  such 
person; 

(9)  impose  such  penalties  for  a  violation  of 
subsection  (a)  of  this  section  as  the  State 
determines  appropriate,  if  such  penalties 
are  the  same  as  or  more  stringent  than  the 
guidelines  established  by  the  Secretary  in 
subsection  (b)(3)(B)  of  this  section;  and 

(10)  suspend,  revoke,  or  cancel,  in  accord- 
ance with  subsection  (a)(1)(F)  of  this  sec- 
tion, a  license  to  operate  a  commercial 
motor  vehicle. 

(d)(  1)  The  Secretary  may  make  a  grant  to 
a  State  in  a  fiscal  year  if  the  State  enters 
into  an  agreement  with  the  Secretary  to 
comply  with  all  provisions  of  subsection  (c) 
of  this  section. 

(2)  The  amount  of  a  grant  under  this  sub- 
section to  any  State  shall  not  be  less  than 
$100,000  in  any  fiscal  year. 

(3)  The  Secretary  may  not  make  a  grant' 
to  any  State  under  this  subsection  unless 
such  State  agrees  that  the  aggregate  ex- 
penditure of  funds  of  the  State,  exclusive  of 
Federal  funds,  for  testing  and  licensing  of 
operators  of  commercial  motor  vehicles  will 
be  maintained  at  a  level  which  does  not  fall 
below  the  average  level  of  such  expenditure 
for  the  last  two  fiscal  years  preceding  the 
date  of  enactment  of  this  Act. 

(4)  A  State  which  receives  a  grant  under 
this  subsection  may  use  the  funds  provided 
under  such  grant  only  for  testing  and  licens- 
ing of  operators  of  commercial  motor  vehi- 
cles. 

(5)  A  grant  made  under  this  subsection 
shall  be  for  a  period  of  one  year. 

(6)  Funds  made  available  to  carry  out  this 
subsection  shall  remain  available  for  obliga- 
tion by  the  Secretary  for  the  fiscal  year  in 
which  such  funds  are  made  available  and 
the  three  fiscal  years  after  such  fiscal  year. 

(7)  There  shall  be  available  to  the  Secre- 
tary to  carry  out  this  subsection— 

(A)  $5,000,000  from  funds  made  available 
to  carry  out  section  404  of  the  Surface 
Transportation  Assistance  Act  of  1982  (49 
App.  U.S.C.  2304)  for  each  of  fiscal  years 
1987,  1988,  1989,  1990.  and  1991;  and 

(B)  after  deducting  the  amount  permitted 
under  section  402(c)  of  title  23,  United 
States  Code,  $3,000,000  from  funds  made 
available  to  carry  out  section  402  of  title  23, 
United  States  Code,  by  the  National  High- 
way Traffic  Safety  Administration,  for  each 
of  fiscal  years  1987,  1988.  1989.  1990.  and 
1991. 

(e)(1)  The  Secretary  shall  withhold  high- 
way funds  from  any  State  that  is  not  in 
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compliance  with  this  section  after  Septem- 
ber 30.  1992. 

(2)  The  Secretary  shall  withhold  5  percent 
of  the  amount  required  to  be  apportioned  to 
any  State  under  each  of  sections  104(b)(1). 
104(b)(2).  104(bKS).  and  104(b)(6)  of  title  23. 
United  States  Code,  on  the  first  day  of  the 
fiscal  year  beginning  after  September  30. 
1992.  in  which  the  State  does  not  comply 
with  any  requirement  of  subsection  (c)  of 
this  section  (other  than  a  requirement  of 
subsection  (c)(10)  of  this  section). 

(3)  The  Secretary  shall  withhold  10  per- 
cent of  the  amount  required  to  be  appor- 
tioned to  any  State  under  each  of  sections 
104(b)(1).  104(b)(2).  104(b)(5).  and  104(b)(6) 
of  such  title  on  the  first  day  of  the  second 
fiscal  year  beginning  after  September  30. 
1992.  and  the  first  day  of  each  fiscal  year 
thereafter,  in  which  the  State  does  not 
comply  with  any  requirement  of  subsection 
(c)  of  this  section  (other  than  a  requirement 
of  subsection  (c)(10)  of  this  section). 

(4)(A)  The  Secretary  shall  withhold  2  per- 
cent of  the  amount  required  to  be  appor- 
tioned to  any  State  under  each  of  sections 
104(b)(1).  104(b)(2).  104(b)(5).  and  104(b)(6) 
of  title  23.  United  States  Code,  on  the  first 
day  of  the  fiscal  year  beginning  after  Sep- 
tember 30.  1992.  in  which  the  State  does  not 
comply  with  any  requirement  of  sut)section 
(cM  10)  of  this  section. 

(B)  The  Secretary  shall  withhold  not  less 
than  2  percent  nor  more  than  5  percent,  as 
the  Secretary  determines  to  be  appropriate. 
of  the  amount  required  to  be  apportioned  to 
any  State  under  each  of  sections  104(b)(1). 
104(b)(2).  104(b)(5).  and  104(b)(6)  of  such 
title  on  the  first  day  of  the  second  through 
fifth  fiscal  years  beginning  after  September 
30.  1992.  in  which  the  State  does  not  comply 
with  any  requirement  of  subsection  (c)(10) 
of  this  section. 

(C)  The  Secretary  shall  withhold  not  less 
than  5  percent  of  the  amount  required  to  be 
apportioned  to  any  State  under  each  of  sec- 
tions 104(b)(1),  104(b)(2).  104(b)(5).  and 
104(b)(6)  of  such  title  on  the  first  day  of  the 
sixth  fiscal  year,  and  each  fiscal  year  there- 
after, beginning  after  September  30,  1992.  in 
which  the  State  does  not  comply  with  any 
requirement  of  subsection  (c)(10)  of  this  sec- 
tion. 

(5)(A)  Any  funds  withheld  under  this  sub- 
section from  apportionment  to  any  State 
after  September  30.  1992.  shall  remain  avail- 
able for  apportionment  to  such  State  as  fol- 
lows: 

(i)  If  such  funds  would  have  been  appor- 
tioned under  section  104(b)(5)(A)  of  title  23, 
United  States  Code,  but  for  this  subsection, 
such  funds  shall  remain  available  until  the 
end  of  the  fiscal  year  for  which  such  funds 
are  authorized  to  be  appropriated. 

(ii)  If  such  funds  would  have  been  appor 
tioned  under  section  104(b)(5)(B)  of  title  23. 
United  States  Code,  but  for  this  subsection. 
such  funds  shall  remain  available  until  the 
end  of  the  second  fiscal  year  following  the 
fiscal  year  for  which  such  funds  are  author- 
ized to  be  appropriated. 

(iii)  If  such  funds  would  have  t>een  appor- 
tioned under  section  104(b)(1),  104(b)(2),  or 
104(b)(6)  of  title  23.  United  States  Code,  but 
for  this  subsection,  such  funds  shall  remain 
available  until  the  end  of  the  third  fiscal 
year  following  the  fiscal  year  for  which 
such  funds  are  authorized  to  be  appropri- 
ated. 

(B)  If.  before  the  last  day  of  the  t>eriod 
for  which  funds  withheld  under  this  subsec- 
tion from  apportionment  are  to  remain 
available  for  apportionment  to  a  State 
under  subparagraph  (A)  of  this  paragraph. 


the  State  complies  with  the  provisions  of 
this  section,  the  Secretary  shall,  on  the  day 
following  the  date  on  which  such  State  com- 
plies, apportion  to  such  State  the  withheld 
funds  remaining  available  for  apportion- 
ment to  such  State. 

(C)  Any  funds  apportioned  pursuant  to 
subparagraph  (B)  of  this  paragraph  shall 
remain  available  for  expenditure  as  follows: 

(i)  F\inds  apportioned  under  section 
104(b)(5)(A)  of  title  23,  United  States  Code, 
shall  remain  available  until  the  end  of  the 
fiscal  year  succeeding  the  fiscal  year  in 
which  such  funds  are  so  apportioned. 

(ii)  Funds  apportioned  under  section 
104(b)(1).  104(b)(2),  104(b)(5)(B),  or 
104(b)(6)  of  title  23,  United  States  Code, 
shall  remain  available  until  the  end  of  the 
third  fiscal  year  succeeding  the  fiscal  year 
in  which  such  funds  are  so  apportioned. 
Sums  not  obligated  at  the  end  of  such 
period  shall  lapse. 

(D)  If.  at  the  end  of  the  period  for  which 
funds  withheld  under  this  subsection  from 
apportionment  are  available  for  apportion- 
ment to  a  State  under  subparagraph  (A)  of 
this  paragraph,  the  State  has  not  complied 
with  the  provisions  of  this  section,  such 
funds  shall  lapse. 

SEC.  3085.  COMMERCIAL  DRIVERS  LICENSE  INFOR- 
MATION SYSTEM. 

(a)  Not  later  than  January  1,  1989,  the 
Secretary,  after  consultation  with  the 
States,  shall  cause  to  be  in  operation  an  in- 
formation system  pertaining  to  the  driving 
status  and  licensing  of  operators  of  commer- 
cial motor  vehicles.  The  information  system 
shall  serve  as  a  clearinghouse  by  which  the 
States  may  communicate  rapidly  concerning 
the  licensing,  identification,  and  driving 
records  of  operators  of  commercial  motor 
vehicles. 

(b)  The  information  system  established 
under  this  section  shall— 

( 1 )  provide  for  a  depository  of  information 
that  will,  at  a  minimum,  include  (with  re- 
spect to  each  operator  of  a  commercial 
motor  vehicle)— 

(A)  the  birth  date  and  physical  descrip- 
tion of  such  operator,  and  any  other  infor- 
mation which  the  Secretary  considers  neces- 
sary or  appropriate  to  identify  specifically 
such  operator; 

(B)  the  address  of  such  operator;  and 

(C)  all  States  in  which  such  operator  cur- 
rently has  a  license  to  operate  a  commercial 
motor  vehicle;  and 

(2)  provide  a  system  of  communication 
aimong  Statej  that,  at  a  minimum,  shall  pro- 
vide exchange  of  information  specified  in 
paragraph  (1)  of  this  subsection  and  infor- 
mation regarding  whether  such  operator 
has  been  denied  a  license  to  opierate  a  com- 
mercial motor  vehicle,  has  been  disqualified 
by  the  Secretary  pursuant  to  title  49  of  the 
Code  of  Federal  Regulations  from  operating 
a  commercial  motor  vehicle,  has  had  a  li- 
cense suspended,  revoked,  or  canceled  for 
cause,  or  has  been  convicted  under  the  laws 
of  any  State  for  (A)  operating  a  commercial 
motor  vehicle  while  under  the  influence  of. 
or  impaired  by.  alcohol  or  a  controlled  sub- 
stance; (B)  violating  a  traffic  rule  or  ordi- 
nance arising  in  connection  with  a  fatal 
traffic  accident,  reclcless  driving,  or  racing 
on  the  highways  and  involving  a  commercial 
motor  vehicle:  (C)  failing  to  render  aid  or 
provide  identification  when  involved  in  an 
accident  involving  a  commercial  motor  vehi- 
cle which  resulted  in  a  fatality  or  personal 
injury;  or  (D)  committing  perjury  or  know- 
ingly making  a  false  affidavit  or  statement 
to  officials  in  cormection  with  activities  gov- 


erned by  a  law  or  regulation  relating  to  the 
operation  of  a  commercial  motor  vehicle. 

(c)(1)  Upon  request  of  a  State,  the  Secre- 
tary or  a  State,  as  appropriate,  shall  make 
available  to  the  requesting  State  informa- 
tion in  the  information  system  established 
under  this  section.  Upon  request  of  an  em- 
ployer or  prospective  employer  of  an  em- 
ployee, the  Secretary  or  a  State,  as  appro- 
priate, shall,  to  the  extent  otherwise  permit- 
ted by  law.  make  available  to  such  employer 
or  prospective  employer  Information  in  such 
system  relating  to  such  employee. 

(2)  Any  prospective  employer  of  a  person 
as  an  operator  of  a  commercial  motor  vehi- 
cle shall  consult  the  information  system  es- 
tablished under  this  section  to  determine, 
prior  to  employing  such  person,  whether  a 
license  to  operate  a  commercial  motor  vehi- 
cle issued  to  such  person  has  been  suspend- 
ed, revoked,  or  canceled  for  cause.  If  such 
prospective  employer  determines,  as  a  result 
of  such  consultation,  that  such  person's  li- 
cense has  been  suspended,  revoked,  or  can- 
celed for  cause,  the  prospective  employer 
shall  not  employ  such  person  as  an  operator 
of  a  commercial  motor  vehicle. 

(d)  When  the  information  system  required 
by  this  section  has  become  available,  the 
Secretary  shall  issue  regulations  establish- 
ing appropriate  time  periods  for  transmis- 
sion of  information,  as  provided  in  para- 
graphs (4)  and  (5)  of  section  3084(c)  of  this 
Act. 

(e)  The  Secretary  shall  establish  and  the 
Secretary  or  a  Stale,  as  appropriate,  shall 
collect  fees  for  utilization  of  the  informa- 
tion system  established  under  this  section. 
The  amount  of  fees  collected  by  the  Secre- 
tary or  a  State  under  this  subsection  in  any 
fiscal  year  shall  as  nearly  as  possible  equal 
the  costs  of  operating  the  information 
system  in  such  fiscal  year.  The  Secretary 
shall  deposit  fees  collected  by  the  Secretary 
under  this  subsection  in  the  general  fund  of 
the  Treasury. 

(f)  There  shall  be  available  for  fiscal  year 
1987  to  the  Secretary  for  purposes  of  estab- 
lishing the  information  system  under  this 
section  not  to  exceed  $2,000,000  from  funds 
made  available  to  carry  out  section  404  of 
the  Surface  Transportation  Assistance  Act 
of  1982  (49  App.  U.S.C.  2304).  Such  sums 
shall  remain  available  untU  expended. 

SEC.  3DHS.  FRF.qiENT  INSPE(TIONS. 

(a)  Section  402(b)(1)  of  the  Surface  Trans- 
portation Assistance  Act  of  1982  (49  App. 
U.S.C.  2302(b)(1))  is  amended— 

(1)  by  striking  "and"  at  the  end  of  sub- 
paragraph (F); 

(2)  by  striking  the  period  in  subparagraph 
(G>  and  inserting  in  lieu  thereof  ":  and"; 
and 

(3)  by  adding  at  the  end  thereof  the  fol- 
lowing: 

"(H)  with  respect  to  any  fiscal  year  begin- 
ning with  fiscal  year  1989,  provides  for  the 
adoption  and  implementation  of  an  effec- 
tive program  to  conduct  inspections  of  com- 
mercial motor  vehicles,  which  program  shall 
provide— 

"(i)  that  commercial  motor  vehicles  are  in- 
spected frequently  (as  determined  by  the 
Secretary),  and  that  such  inspections  are 
conducted  at  roadside; 

"(ii)  for  the  administration  of  observa- 
tions or  tests,  or  both,  to  determine  the 
blood  alcohol  content  level  of  the  operator 
of  a  commercial  motor  vehicle;  and 

"(iii)  for  the  prompt  suspension,  for  a 
period  of  not  less  than  one  year,  of  the  op- 
erator's license  of  any  individual  who  is  de- 
termined, as  a  result  of  an  observation  or 
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test  administered  under  clause  (ii)  of  this 
subparagraph,  to  have  a  blood  alcohol  con- 
tent level  of  0.04  percent  or  more  while  op- 
erating a  commercial  motor  vehicle  or  who 
refuses  to  submit  to  such  a  test,  and  for  the 
immediate  revocation  of  the  operator's  li- 
cense of  any  individual  who  has  been  twice 
determined,  as  a  result  of  such  an  observa- 
tion or  test,  to  have  a  blood  alcohol  content 
level  of  0.04  percent  or  more  while  operat- 
ing a  commercial  motor  vehicle  or  who  has 
twice  refused  to  submit  to  such  a  test.". 

(b)  Section  402(b)  of  the  Surface  Trans- 
portation Assistance  Act  of  1982  (49  App. 
U.S.C.  2302(b))  is  amended  by  adding  at  the 
end  thereof  the  following: 

"(3)(A)  As  part  of  a  grant  made  under  this 
subsection,  the  Secretary  may  also  provide 
funds  to  encourage  the  States  to  adopt  and 
implement  programs  providing  for  the  ad- 
ministration of  tests  to  determine  whether 
the  operator  of  a  commercial  motor  vehicle 
is  under  the  influence  of  a  controlled  sub- 
stance while  operating  such  motor  vehicle. 

"(B)  For  purposes  of  this  subsection,  the 
term  'controlled  substance"  shall  have  the 
meaning  given  to  such  term  in  section 
102(6)  of  the  Comprehensive  Drug  Abuse 
Prevention  and  Control  Act  of  1970  (21 
U.S.C.  802(6)). ". 

SEC.  3087.  AITHORIZATIONS  OF  APPROPRIATIONS. 

(a)  Section  404  of  the  Surface  Transporta- 
tion Assistance  Act  of  1982  (49  App.  U.S.C. 
2304)  is  amended— 

(1)  by  striking  "$40,000,000"  and  inserting 
in  lieu  thereof  ■•$50,000,000": 

(2)  by  striking  "and"  after  "1987."'; 

(3)  by  striking  "$50,000,000"  and  inserting 
in  lieu  thereof  ■$60,000,000  ":  and 

(4)  by  striking  "1988."  and  inserting  in  lieu 
thereof  "1988;  not  to  exceed  $70,000,000  in 
the  fiscal  year  ending  September  30,  1989; 
and  not  to  exceed  $80,000,000  in  the  fiscal 
year  ending  September  30,  1990.". 

(b)  Any  activity  of  the  Secretary  under 
this  subpart  shall  only  be  undertaken  to  the 
extent  that  appropriations  have  been  made 
available  in  advance  for  such  activity. 

Subpart  B— Motor  Vehicle  Safety 
SEC.  3091.  MOTOR  VEHICLE  SAFETY. 

(a)  The  Congress  finds  that— 

(1)  the  use  of  controlled  substances  by  an 
operator  of  a  motor  vehicle  impairs  the  abil- 
ity of  such  an  operator  to  operate  a  motor 
vehicle  in  a  safe  manner; 

(2)  currently,  the  most  effective  procedure 
for  testing  whether  such  an  operator  is 
under  the  influence  of  a  controlled  sub- 
stance is  a  test  which  measures  the  content 
of  any  such  substance  in  the  blood  of  such 
operator; 

(3)  several  States  have  enacted  laws  pro- 
viding for  the  administration  of  such  tests, 
under  proper  medical  supervision,  where  a 
law  enforcement  officer  of  such  State  has  a 
reasonable  basis  for  believing  that  an  opera- 
tor of  a  motor  vehicle  is  under  the  influence 
of  a  controlled  substance;  and 

(4)  such  State  laws  are  effective  in  pro- 
moting the  safe  operation  of  motor  vehicles 
because  such  laws  provide  for  the  suspen- 
sion or  revocation  of  a  license  to  operate  a 
motor  vehicle  if  the  operator  refuses  to 
submit  to  such  testing. 

(b)  It  is  therefore  the  sense  of  the  Senate 
that  the  States  should,  as  expeditiously  as  \ 
possible,  enact  laws  and  adopt  procedures 
which  provide  for  the  administration  of 
tests  which  measure  the  content  of  con- 
trolled substances  in  the  blood  of  any  opera- 
tor of  a  motor  vehicle  upon  the  direction  of 

a  law  enforcement  officer  when  such  officer 
has  reasonable  grounds  to  believe  that  the 
operator  is  under  the  influence  of  a  con- 


trolled substance,  and  provide  for  the  sus- 
pension or  revocation  of  a  license  to  operate 
a  motor  vehicle  if  the  operator  refuses  to 
submit  to  such  testing. 

(c)  As  used  in  this  section,  the  term  "con- 
trolled substance"  has  the  meaning  given  to 
such  term  in  section  102(6)  of  the  Con- 
trolled Substances  Act  (21  U.S.C.  802(6)). 

Subtitle  C— Harmful  Inhalants 
SEC.  3101.  OFFENSE. 

(a)  Part  I  of  title  18  of  the  United  States 
Code  is  amended  by  adding  after  chapter  53 
the  following  new  chapter: 

"CHAPTER  54— HARMFUL  INHALANTS 
"Sec. 

"1181.  Harmful  inhalants. 
"§  11RI.  Harmful  inhalants. 

■"(a)  It  shall  be  unlawful  for  any  person  to 
sell,  offer  to  sell,  or  advertise  for  sale  to  any 
person  any  material,  product,  or  article  con- 
taining any  substance  having  a  property  of 
releasing  vapors  or  fumes,  which  has  been 
or  is  intended  to  be  transported  in  interstate 
commerce  or  deposited  in  the  mails,  if  he 
has  knowledge  or  is  in  the  possession  of 
such  facts  that  he  should  have  knowledge 
that  the  material,  product,  or  article  sold  or 
offered  will  be  used  for  the  purpose  of  in- 
tentionally smelling  or  inhaling  the  vapors 
or  fumes  from  the  substance  for  the  pur- 
pose of  producing  in  any  person  a  condition 
of  intoxication  or  inebriation. 

""(b)  Any  violation  of  subsection  (a)  shall 
be  punishable  by  imprisonment  of  not  more 
than  5  years,  or  a  fine  of  not  more  than 
$250,000,  or  both.". 

(b)  The  table  of  chapters  for  part  I  of  title 
18,  United  States  Code  is  amended  by  insert- 
ing after  the  item  for  chapter  53  the  follow- 
ing new  item: 

"54.  Harmful  Inhalants 1181". 

Subtitle  D — Action  (irants 
SEC.  3151.  ACTION  GRANTS. 

The  Domestic  Volunteer  Service  Act  of 
1973  is  amended— 

(1)  in  title  I  by  adding  after  section  123 
the  following  new  section: 

""SPECIAL  INITIATIVES 

"Sec.  124.  The  Director  is  authorized  to 
engage  in  activities  that  mobilize  and  initi- 
ate private  sector  efforts  to  increase  volun- 
tarism in  preventing  drug  abuse  through 
public  awareness  and  education  (such  as, 
but  not  limited  to,  grants,  contracts,  confer- 
ences, public  service  announcements,  speak- 
ers bureau,  public-private  partnerships  and 
technical  assistance  to  nonprofit  and  for- 
profit  organizations).  In  fulfilling  the  au- 
thority of  this  section,  the  Director  is  au- 
thorized to  (1)  coordinate  the  agency  efforts 
with  the  White  House  and  other  Federal 
agencies,  and  (2)  accept  in  the  name  of  the 
ACTION  agency  funds  received  through  so- 
licitation of  profit  and  nonprofit  entities."; 

(2)  by  amending  subsection  (c)  of  section 
501  to  read  as  follows: 

"(c)  There  is  to  be  authorized  to  be  appro- 
priated to  carry  out  programs  under  part  C 
of  title  I  of  this  Act  $4,484,000  for  the  fiscal 
year  1987  (of  which  $2,500,000  shall  be 
available  for  drug  abuse  prevention), 
$1,984,000  for  fiscal  year  1988.  and 
$1,984,000  for  fiscal  year  1989."";  and 

(3)  by  amending  section  504  to  read  as  fol- 
lows: 

""ADMINISTRATION  AND  COORDINATION 

"Sec  504.  There  is  authorized  to  be  appro- 
priated for  the  Administration  of  this  Act, 
as  authorized  in  title  IV  of  this  Act, 
$25,812,000  for  fiscal  year  1987  (of  which 
$500,000  shall  be  available  for  support  of 


drug  abuse  prevention),  $25,312,000  for 
fiscal  year  1988,  and  $25,312,000  for  fiscal 
year  1989."". 

SEC  3151.  (NOT  SIPPLIED) 

Subtitle  E— Habeas  Corpus  Reform 
SEC.  3201.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Reform 
of  Federal  Intervention  in  State  Proceed- 
ings Act  of  1985". 

SEC.  3202.  FAILl  RE  TO  RAISE  CLAIM. 

Section  2244  of  title  28,  United  States 
Code,  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsections: 

"(d)  When  a  person  in  custody  pursuant 
to  the  judgment  of  a  State  court  fails  to 
raise  a  claim  in  State  proceedings  at  the 
time  or  in  the  manner  required  by  State 
rules  of  procedure,  the  claim  shall  not  be 
entertained  in  an  application  for  a  writ  of 
hatieas  corpus  unless  actual  prejudice  re- 
sulted to  the  applicant  from  the  alleged 
denial  of  the  Federal  right  asserted  and— 

"■(1)  the  failure  to  raise  the  claim  properly 
or  to  have  it  heard  in  State  proceedings  was 
the  result  of  Slate  action  in  violation  of  the 
Constitution  or  laws  of  the  United  States; 

"(2)  the  Federal  right  asserted  was  newly 
recognized  by  the  Supreme  Court  subse- 
quent to  the  procedural  default  and  is  retro- 
actively applicable;  or 

"(3)  the  factual  predicate  of  the  claim 
could  not  have  been  discovered  through  the 
exercise  of  reasonable  diligence  prior  to  the 
procedural  default. 

•"(e)  A  one-year  period  of  limitation  shall 
apply  to  an  application  for  a  writ  of  habeas 
corpus  by  a  person  in  custody  pursuant  to 
the  judgment  of  a  State  court.  The  limita- 
tion period  shall  run  from  the  latest  of  the 
following  times: 

"(1)  the  time  at  which  Si.'^e  remedies  are 
exhausted; 

"■(2)  the  time  at  which  the  impediment  to 
filing  an  application  created  by  State  action 
in  violation  of  the  Constitution  or  laws  of 
the  United  States  is  removed,  where  the  ap- 
plicant was  prevented  from  filing  by  such 
State  action; 

■■(3)  the  time  at  which  the  Federal  right 
asserted  was  initially  recognized  by  the  Su- 
preme Court,  where  the  right  has  been 
newly  recognized  by  the  Court  and  is  retro- 
actively applicable;  or 

•■(4)  the  time  at  which  the  factual  predi- 
cate of  the  claim  or  claims  presented  could 
have  been  discovered  through  the  exercise 
of  reasonable  diligence."". 

SEC.  3203.  APPEAL  OF  HABEAS  CORPCS  PROCEED- 
ING. 

Section   2253   of   title   28.   United  States 
Code,  is  amended  to  read  as  follows: 
"S  2253.  Appeal 

"In  a  habeas  corpus  proceeding  or  a  pro- 
ceeding under  section  2255  of  this  title 
before  a  circuit  or  district  judge,  the  final 
order  shall  be  subject  to  review,  on  appeal, 
by  the  court  of  appeals  for  the  circuit  where 
the  proceeding  is  had. 

"There  shall  be  no  right  of  appeal  from 
such  an  order  in  a  proceeding  to  test  the  va- 
lidity of  a  warrant  to  remove,  to  another 
district  or  place  for  commitment  or  trial,  a 
person  charged  with  a  criminal  offense 
against  the  United  States,  or  to  test  the  va- 
lidity of  his  detention  pending  removal  pro- 
ceedings. 

•'An  appeal  may  not  be  taken  to  the  court 
of  appeals  from  the  final  order  in  a  habeas 
corpus  proceeding  where  the  detention  com- 
plained of  arises  out  of  process  issued  by  a 
State  court,  or  from  the  final  order  in  a  pro- 
ceeding  under  section   2255   of   this   title. 
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unless  a  circuit  justice  or  judge  issues  a  cer- 
tificate of  probable  cause.". 

SEC.    32«M.    APPLICATION    AND   WRIT   OK    HABEAS 
CORPC8. 

Federal  Rule  of  Appellate  Procedure  22  is 
amended  to  read  as  follows: 

•Rule  22. 

"HABEAS  CORPUS  AND  §  2255  proceedings 

"(a)  Application  for  an  Original  Writ  of 
Habeas  Corpus.  An  application  for  a  writ  of 
habeas  corpus  shall  t>e  made  to  the  appro- 
priate district  court.  If  application  is  made 
to  a  circuit  judge,  the  application  will  ordi- 
narily be  transferred  to  the  appropriate  dis- 
trict court.  If  an  application  is  made  to  or 
transferred  to  the  district  court  and  denied, 
renewal  of  the  application  before  a  circuit 
Judge  is  not  favored:  the  proper  remedy  is 
by  appeal  to  the  court  of  appeals  from  the 
order  of  the  district  court  denying  the  writ. 

"(b)  Necessity  of  Certificate  of  Probable 
Cause  for  Appeal.  In  a  habeas  corpus  pro- 
ceeding in  which  the  detention  complained 
of  arises  out  of  process  issued  by  a  State 
court,  and  in  a  motion  proceeding  pursuant 
to  section  2255  of  title  28.  United  States 
Code,  an  appeal  by  the  applicant  or  movant 
may  not  proceed  unless  a  circuit  judge 
issues  a  certificate  of  probable  cause.  If  a  re- 
quest for  a  certificate  of  probable  cause  is 
addressed  to  the  court  of  appeals,  it  shall  be 
deemed  addressed  to  the  judges  thereof  and 
shall  be  considered  by  a  circuit  judge  or 
judges  as  the  court  deems  appropriate.  If  no 
express  request  for  a  certificate  is  filed,  the 
notice  of  appeal  shall  be  deemed  to  consti- 
tute a  request  addressed  to  the  judges  of  the 
court  of  appeals.  If  an  appeal  is  taken  by  a 
State  or  the  government  or  its  representa- 
tive, a  certificate  of  probable  cause  is  not  re- 
quired.". 

sec.  3205.  EXHAl  STION  OF  REMEDIES. 

Section  2254  of  title  28.  United  States 
Code,  is  amended  by  redesignating  sut>sec- 
tions  "(e)"  and  "(f)"  as  sut)sections  "(f)"  and 
"(g)",  respectively,  and  is  further  amended— 

(1)  by  amending  subsection  (b)  to  read  as 
follows: 

"(b)  An  application  for  a  writ  of  habeas 
corpus  in  behalf  of  a  (>erson  in  custody  pur- 
suant to  the  judgment  of  a  State  court  shall 
not  be  granted  unless  it  appears  that  the  ap- 
plicant has  exhausted  the  remedies  avail- 
able in  the  courts  of  the  State,  or  that  there 
is  either  an  absence  of  available  State  cor- 
rective process  or  the  existence  of  circum- 
stances rendering  such  process  ineffective  to 
protect  the  rights  of  the  applicant.  An  ap- 
plication may  t>e  denied  on  the  merits  not- 
withstanding the  failure  of  the  applicant  to 
exhaust  the  remedies  available  in  the  courts 
of  the  SUtes.": 

(2)  by  redesignating  sul)section  "(d)"  as 
subsection  "(e)".  and  amending  it  to  read  as 
follows: 

"(e)  In  a  proceeding  instituted  by  an  appli- 
cation for  a  writ  of  habeas  corpus  by  a 
person  in  custody  pursuant  to  the  judgment 
of  a  State  court,  a  full  and  fair  determina- 
tion of  a  factual  issue  made  in  the  case  by  a 
State  court  shall  be  presumed  to  be  correct. 
The  applicant  shall  have  the  burden  of  re- 
butting this  presumption  by  clear  and  con- 
vincing evidence.";  and 

(3)  by  adding  a  new  subsection  (d)  reading 
as  follows: 

"(d)  An  application  for  a  writ  of  habeas 
corpus  in  tiehalf  of  a  person  in  custody  pur- 
suant to  the  judgment  of  a  State  court  shall 
not  be  granted  with  respect  to  any  claim 
that  has  been  fully  and  fairly  adjudicated  in 
State  proceedings.". 


SE(  .  .I20«.  STATUE  OF  LI.MITATIONS. 

Section  2255  of  title  28,  United  States 
Code,  is  amended  by  deleting  the  second 
paragraph  and  the  penultimate  paragraph 
thereof,  and  by  adding  at  the  end  thereof 
the  following  new  paragraphs: 

"When  a  person  fails  to  raise  a  claim  at 
the  time  or  in  the  manner  required  by  Fed- 
eral rules  of  procedure,  the  claim  shall  not 
be  entertained  in  a  motion  under  this  sec- 
tion unless  actual  prejudice  resulted  to  the 
movant  from  the  alleged  denial  of  the  right 
asserted  and— 

"(1)  the  failure  to  raise  the  claim  proper- 
ly, or  to  have  it  heard,  was  the  result  of  gov- 
ernmental action  in  violation  of  the  Consti- 
tution or  laws  of  the  United  States: 

"(2)  the  right  asserted  was  newly  recog- 
nized by  the  Supreme  Court  subsequent  to 
the  procedural  default  and  is  retroactively 
applicable;  or 

"(3)  the  factual  predicate  of  the  claim 
could  not  have  been  discovered  through  the 
exercise  of  reasonable  diligence  prior  to  the 
procedural  default. 

"A  two-year  period  of  limitation  shall 
apply  to  a  motion  under  this  section.  The 
limitation  period  shall  run  from  the  latest 
of  the  following  times: 

"(1)  the  time  at  which  the  judgment  of 
conviction  becomes  final; 

"(2)  the  time  at  which  the  impediment  to 
making  a  motion  created  by  governmental 
action  in  violation  of  the  Constitution  or 
laws  of  the  United  States  is  removed,  where 
the  movant  was  prevented  from  making  a 
motion  by  such  governmental  action; 

"(3)  the  time  at  which  the  right  asserted 
was  initially  recognized  by  the  Supreme 
Court,  where  the  right  has  been  newly  rec- 
ognized by  the  Court  and  is  retroactively  ap- 
plicable; or 

"(4)  the  time  at  which  the  factual  predi- 
cate of  the  claim  or  claims  presented  could 
have  been  discovered  through  the  exercise 
of  reasonable  diligence.". 

Subtitle  F — Armed  Career  Criminals 
SEC.  3251.  SERIOCS  DRIC  OFFENSES. 

(a)  The  second  sentence  of  subsection  (a) 
of  section  1202  of  title  VII  of  the  Omnibus 
Crime  Control  and  Safe  Streets  Act  of  1968 
(18  U.CS.  App.  1202(a))  is  amended  by  strik- 
ing out  "for  robbery  or  burglary,  or  both." 
and  inserting  in  lieu  thereof  "for  a  crime  of 
violence  or  a  serious  drug  offense,  or  both.". 

(b)  Subsection  (c)  of  section  1202  of  title 
VII  of  such  Act  is  amended  by  striking  out 
paragraphs  (8)  and  (9)  and  inserting  in  lieu 
thereof: 

"(8)  serious  drug  offense"  means  an  of- 
fense for  which  a  maximum  term  of  impris- 
onment of  ten  years  or  more  is  prescribed  in 
the  Controlled  Substances  Act  (21  U.S.C. 
801  et  seq.).  the  Controlled  Substances 
Import  and  Export  Act  (21  U.S.C.  951  et 
seq.).  or  section  1  of  the  Act  of  September 
15,  1980  (21  U.S.C.  955a  et  seq.);  and 

"(9)  'crime  of  violence'  means  any  offense 
punishable  by  imprisonment  for  a  term  ex- 
ceeding one  year  that— 

"(A)  has  as  an  element  the  use,  attempted 
use,  or  threatened  use  of  physical  force 
against  the  person  or  property  of  another; 
or 

"(B)  by  its  nature,  involves  a  substantial 
risk  that  physical  force  against  the  person 
or  property  of  another  may  be  used  in  the 
course  of  committing  the  offense.". 

Subtitle  G — Prohibition  on  the  Interstate  Sale 
and  Transportation  of  Drug  Paraphernalia 
SEC.  3301.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Mail 
Order  Drug  Paraphernalia  Control  Act". 


SEC.  3.302.  OFFENSE. 

(a)  It  is  unlawful  for  any  person— 

(1)  to  make  use  of  the  services  of  the 
Postal  Service  as  part  of  a  scheme  to  sell 
any  item  which  constitutes  drug  parapher- 
nalia; or 

(2)  to  offer  for  sale  and  transportation  in 
interstate  or  foreign  commerce  any  item 
which  constitutes  drug  paraphernalia. 

(b)  Anyone  convicted  of  an  offense  under 
subsection  (a)  of  this  section  shall  be  impris- 
oned for  not  more  than  three  years  and 
fined  not  more  than  $100,000. 

(c)  Any  drug  paraphernalia  involved  in 
any  violation  of  subsection  (a)  of  this  sec- 
tion shall  be  subject  to  seizure  and  forfeit- 
ure. Any  such  paraphernalia  shall  be  deliv- 
ered to  the  Administrator  of  General  Serv- 
ices. General  Services  Administration,  who 
may  order  such  paraphernalia  destroyed  or 
may  authorize  its  use  for  law  enforcement 
or  educational  purposes  by  Federal.  State, 
or  local  authorities. 

(d)  The  term  "drug  paraphernalia"  means 
any  equipment,  product,  or  material  of  any 
kind  which  is  primarily  intended  or  de- 
signed for  use  in  manufacturing,  compound- 
ing, converting,  concealing,  producing,  proc- 
essing, preparing,  injecting,  ingesting,  inhal- 
ing, or  otherwise  introducing  into  -the 
human  body  a  controlled  substance  in  viola- 
tion of  the  Controlled  Substances  Act  (title 
II  of  Public  Law  91-513).  It  includes,  but  is 
not  limited  to,  items  primarily  intended  or 
designed  for  use  in  ingesting,  inhaling,  or 
otherwise  introducing  marijuana,  cocaine, 
hashish,  hashish  oil,  PCP,  or  amphetimines 
into  the  human  body,  such  as: 

(1)  metal,  wooden,  acrylic,  glass,  stone, 
plastic,  or  ceramic  pipes  with  or  without 
screens,  permanent  screens,  hashish  heads, 
or  punctured  metal  bowls; 

(2)  water  pipes: 

(3)  carburetion  tubes  and  devices; 

(4)  smoking  and  carburetion  masks; 

(5)  roach  clips:  meaning  objects  used  to 
hold  burning  material,  such  as  a  marihuana 
cigarette,  that  has  become  too  small  or  too 
short  to  be  held  in  the  hand; 

(6)  miniature  spoons  with  level  capacities 
of  one-tenth  cubic  centimeter  or  less; 

(7)  chamber  pipes; 

(8)  carburetor  pipes; 

(9)  electric  pipes; 

(10)  air-driven  pipes; 

(11)  chillums: 

(12)  bongs; 

( 13)  ice  pipes  or  chillers; 

(14)  wired  cigarette  papers;  or 

(15)  cocaine  freebase  kits. 

(e)  In  determining  whether  an  item  consti- 
tutes drug  paraphernalia,  in  addition  to  all 
other  logically  relevant  factors,  the  follow- 
ing may  be  considered: 

(1)  instructions,  oral  or  written,  provided 
with  the  item  concerning  its  use; 

(2)  descriptive  materials  accompanying 
the  item  which  explain  or  depict  its  use; 

(3)  national  and  local  advertising  concern- 
ing its  use; 

(4)  the  manner  in  which  the  item  is  dis- 
played for  sale; 

(5)  whether  the  owner,  or  anyone  in  con- 
trol of  the  item,  is  a  legitimate  supplier  of 
like  or  related  items  to  the  community,  such 
as  a  licensed  distributor  or  dealer  of  tobacco 
products; 

(6)  direct  or  circumstantial  evidence  of  the 
ratio  of  sales  of  the  item(s)  to  the  total  sales 
of  the  business  enterprise; 

(7)  the  existence  and  scope  of  legitimate 
uses  of  the  Item  in  the  community;  and 

(8)  expert  testimony  concerning  its  use. 

(f )  This  subtitle  shall  not  apply  to— 
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(1)  manufacturers,  wholesalers,  jobbers,  li- 
censed medical  technicians,  technologists, 
nurses,  hospitals,  research  teaching  institu- 
tions, clinical  laboratories,  medical  doctors, 
osteopathic  physicians,  dentists,  chiropo- 
dists, veterinarians,  pharmacists,  or  em- 
balmers  in  the  normal  lawful  course  of  their 
respective  businesses  or  professions  and 
common  carriers  or  warehousers  or  their 
employees  engaged  in  the  lawful  transporta- 
tion of  such  items; 

(2)  any  person  authorized  by  local.  State, 
or  Federal  law  to  manufacture,  possess,  or 
distribute  such  items;  and 

(3)  any  person  or  entity  that,  in  the 
normal  lawful  course  of  business,  imports, 
exports,  transports,  or  sells  through  the 
mail  or  by  any  other  means  any  pipe,  paper, 
or  accessory  primarily  intended  or  designed 
for  use  with  tobacco  products. 

For  purposes  of  clause  (3),  any  pipe  with  a 
bowl  depth  of  one-half  inch  or  greater  shall 
be  presumed  to  be  intended  or  designed  for 
use  with  tobacco  products. 

SEC.  3303.  EFFECTIVE  DATE. 

This  subtitle  shall  become  effective  ninety 
days  after  the  date  of  enactment  of  this 
subtitle. 

Subtitle  H — International  Narcotics  Control 

PART  I— INTERAGENCY  COORDINATING 

COMMITTEE 

SEC.  3351.  INTERAGENCY  COORDINATING  COMMIT- 
TEE. 

(a)  It  is  the  sense  of  the  Congress  that  the 
drug  problem  should  be  a  high-priority  na- 
tional intelligence  collection  and  action 
target. 

(b)(1)  There  is  established  an  Inter- 
Agency  Coordinating  Committee  for  Drug- 
Related  Intelligence  Collection  and  Action 
(hereafter  in  this  subsection  referred  to  as 
the  "Committee"),  which  shall  be  composed 
of  one  representative  from  each  of  the  fol- 
lowing intelligence  agencies  and  from  the 
intelligence  component  of  each  of  the  fol- 
lowing elements  of  the  United  States  Gov- 
ernment, to  be  selected  by  the  head  of  such 
agency  or  element: 

(A)  The  Central  Intelligence  Agency. 

(B)  The  Department  of  Defense. 

(C)  The  Defense  Intelligence  Agency. 

(D)  The  National  Security  Agency. 

(E)  The  Department  of  the  Army,  the  De- 
partment of  the  Navy,  and  the  Department 
of  the  Air  Force. 

(F)  The  Department  of  State. 

(G)  The  Department  of  the  Treasury. 
(H)  The  Department  of  Energy. 

(1)  The  Federal  Bureau  of  Investigation. 
(J)  The  Drug  Enforcement   Administra- 
tion. 

(2)  The  function  of  the  Committee  is— 

(A)  to  set  goals  and  targets  and  their 
degree  of  priority  for  drug-related  intelli- 
gence collection  and  action; 

(B)  to  coordinate  the  drug-related  activi- 
ties of  the  intelligence  components  referred 
to  in  paragraph  ( 1 );  and 

(C)  to  report  to  the  Director  of  Central  In- 
telligence on  its  activities  in  carrying  out 
clauses  (A)  and  (B). 

(c)  Not  later  than  12  months  after  the 
date  of  enactment  of  this  Act,  and  every  12 
months  thereafter,  the  Director  of  Central 
Intelligence  shall  prepare  and  transmit  to 
the  Permanent  Select  Committee  on  Intelli- 
gence of  the  House  of  Representatives  and 
the  Select  Committee  on  Intelligence  of  the 
Senate  a  detailed  report  in  classified  form 
describing— 

(1)  what  the  intelligence  components  of 
the  United  States  Government  have  done 
during  the  preceding  12-month  period  to 
halt  the  flow  of  illegal  drugs; 


(2)  what  such  intelligence  components 
intend  to  do  during  the  following  12-month 
period  to  halt  the  flow  of  illegal  drugs;  and 

(3)  what  actions  could  be  taken  to  halt  the 
flow  of  illegal  drugs  if  additional  resources 
were  made  available  to  such  intelligence 
components. 

PART  II— DECLARATION:  POLICY 

SEC.  3361.  DECLARATION:  POLICY. 

The  Congress  hereby  declares  that  drugs 
are  a  national  security  problem  and  urges 
the  President  to  explore  the  possibility  of 
engaging  such  essentially  security-oriented 
organizations  as  the  North  Atlantic  Treaty 
Organization  (NATO)  in  cooperative  drug 
programs. 

PART  III— REPORT 

SEC.  3371.  REPORT. 

(a)  Not  later  than  12  months  after  the 
date  of  enactment  of  this  Act,  and  every  12 
months  thereafter,  the  President  shall  pre- 
pare and  transmit  to  the  Congress  a 
report— 

( 1 )  listing  each  country— 

(A)  which,  as  a  matter  of  government 
policy,  encourages  or  facilitates  the  produc- 
tion or  distribution  of  illegal  drugs: 

(B)  in  which  any  senior  official  of  the  gov- 
ernment of  such  country  engages  in,  encour- 
ages, or  facilitates  the  production  or  distri- 
bution of  illegal  drugs; 

(C)  in  which  any  member  of  an  agency  of 
the  United  States  Government  engaged  in 
drug  enforcement  activities  has  suffered  or 
been  threatened  with  violence,  inflicted  by 
or  with  the  complicity  of  any  law  enforce- 
ment or  other  officer  of  such  country  or  any 
political  subdivision  thereof;  or 

(D)  which,  having  been  requested  to  do  so 
by  the  United  States  Government,  fails  to 
provide  reasonable  cooperation  to  lawful  ac- 
tivities of  United  States  drug  enforcement 
agents,  including  the  refusal  of  permission 
to  such  agents  engaged  in  interdiction  of 
aerial  smuggling  into  the  United  States  to 
pursue  suspected  aerial  smugglers  a  reason- 
able distance  into  the  airspace  of  the  re- 
quested country;  and 

(2)  describing  for  each  country  listed 
under  paragraph  (1)  the  activities  and  the 
identities  of  officials  whose  activities  caused 
such  country  to  be  so  listed. 

(b)  No  United  States  assistance  may  be 
furnished  to  the  United  States  representa- 
tive to  any  multilateral  development  bank 
shall  vote  to  oppose  any  loan  or  other  use  of 
the  funds  of  such  bank  for  the  benefit  of, 
any  country  listed  under  subsection  (a)(1) 
unless  the  President  certifies  to  the  Con- 
gress that— 

(1)  overriding  national  interests  require 
the  provision  for  such  assistance; 

(2)  such  assistance  would  improve  the 
prospects  for  cooperation  with  such  country 
in  halting  the  flow  of  illegal  drugs;  and 

(3)  the  government  of  such  country  has 
made  bona  fide  efforts  to  investigate  and 
prosecute  appropriate  charges  for  any  crime 
described  in  subsection  (a)(1)(C)  which  may 
have  been  committed  in  such  country. 

(c)  For  purposes  of  this  section,  the  term 
"United  States  assistance"  has  the  same 
meaning  as  is  given  to  such  term  by  section 
481(i)(4)  of  the  Foreign  Assistance  Act  of 
1961. 

PART  IV— INTERNATIONAL  NARCOTICS 
CONTROL  ACT  OF  1986 

SEC.  3381.  SHORT  TITLE. 

This  part  may  be  cited  as  the  "Interna- 
tional Narcotics  Control  Act  of  1986". 


Subpart  A — International  Narcotics  Control 
=  Agfiistance  ProKram 

SEC.  3382.  ADDITIONAL  FINDING  FOR  INTER.NA- 
TIONAL  NARCOTICS  CONTROL  ASSIST- 
ANCE AND  REGIONAL  C(K)PERATION. 

Section  482(a)(1)  of  the  Foreign  Assist- 
ance Act  of  1961  (22  U.S.C.  229Ia(a)(l);  au- 
thorizing appropriations  for  assistance  for 
international  narcotics  control)  is  amend- 
ed- 

(1)  by  striking  out  "$57,529,000  for  the 
fiscal  year  1987"  and  inserting  in  lieu  there- 
of "$65,445,000  for  the  fiscal  year  1987";  and 

(2)  by  adding  at  the  end  the  following:  "In 
addition  to  the  amounts  authorized  by  the 
preceding  sentence,  there  are  authorized  to 
be  appropriated  to  the  President  $45,000,000 
for  the  fiscal  year  1987  to  carry  out  the  pur- 
poses of  section  481,  except  that  funds  may 
be  appropriated  pursuant  to  this 'additional 
authorization  only  if  the  President  has  sub- 
mitted to  the  Congress  (A)  a  budget  request 
for  the  appropriation  of  those  funds,  and 
(B)  a  plan  showing  how  the  requested  funds 
will  be  used,  including  a  description  of  how 
regional  cooperation  on  narcotics  control 
matters  would  be  promoted  by  the  use  of 
those  funds.  Of  the  funds  authorized  to  be 
appropriated  by  the  preceding  sentence,  not 
less  than  $10,000,000  shall  be  available  only 
to  provide  helicopters  or  other  aircraft  to 
countries  receiving  assistance  for  fiscal  year 
1987  under  chapter  8  of  part  I  of  this  Act 
(22  U.S.C.  2291  et  seq.;  relating  to  interna- 
tional narcotics  control).  These  aircraft 
shall  be  used  solely  for  narcotics  control, 
eradication,  and  interdiction  efforts  and 
shall  be  available  primarily  for  use  in  Latin 
America.". 

SEC  3383.  RETENTION  OF  TITLE  TO  AIRCRAFT  PRO- 
VIDED  TO  MEXICO  FOR  NARCOTICS 
CONTROL  PI  RPOSES. 

Chapter  8  of  part  I  of  the  Foreign  Assist- 
ance Act  of  1961  (22  U.S.C.  2291  et  seq.;  re- 
lating to  the  international  narcotics  control 
assistance  program)  is  amended  by  adding 
at  the  end  the  following  new  section: 

•SEC.  484.  RETENTION  OF  TITLE  TO  AIRCRAFT. 

"Any  aircraft  made  available  to  Mexico 
under  this  chapter  at  any  time  after  the  en- 
actment of  this  section  (including  aircraft 
made  available  pursuant  to  section  102  of 
the  International  Narcotics  Control  Act  of 
1986)  shall  be  provided  only  on  a  lease  or 
loan  basis.".- 

SEC.  3384.  RECORDS  OF  AIRCRAFT  ISE. 

Chapter  8  of  part  I  of  the  Foreign  Assist- 
ance Act  of  1961  (22  U.S.C.  2291  et  seq.:  re- 
lating to  the  international  narcotics  control 
assistance  program),  as  amended  by  the  pre- 
ceding section  of  this  part,  is  further 
amended  by  adding  at  the  end  the  following 
new  section: 

"SEC.  185.  RECORDS  OF  AIRCRAFT  USE. 

"(a)  REeuiREBJENT  To  Maintain 
Records.— The  Secretary  of  State  shall 
maintain  detailed  records  on  the  use  of  any 
aircraft  made  available  to  Mexico  under  this 
chapter,  including  aircraft  made  available 
pursuant  to  section  102  of  the  International 
Narcotics  Control  Act  of  1986  and  aircraft 
made  available  under  this  chapter  before 
the  enactment  of  this  section. 

"(b)  Congressional  Access  to  Records.— 
The  Secretary  of  State  shall  make  the 
records  maintained  pursuant  to  subsection 
(a)  available  to  the  Congress  upon  a  request 
of  the  Chairman  of  the  Committee  on  For- 
eign Affairs  of  the  House  of  Representatives 
or  the  Chairman  of  the  Committee  on  For- 
eign Relations  of  the  Senate.". 
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SEC.  338S.  DEVEIA)PMENT  Ol'  HERBICIDES  FOR 
AERIAL  COCA  ERADICATION. 

The  Secretary  of  State  shall  use  not  less 
than  $1,000,000  of  the  funds  made  available 
for  fiscal  year  1987  to  carry  out  chapter  8  of 
part  I  of  the  Foreign  Assistance  Act  of  1961 
(22  U.S.C.  2291  et  seq.;  relating  to  interna- 
tional narcotics  control)  to  finance  research 
on  and  the  development  and  testing  of  safe 
and  effective  herbicides  for  use  in  the  aerial 
eradication  of  coca. 

SEC.  33««.  REVIEW  OF  EFFECTIVENESS  OF  INTER- 
NATIONAL NARCOTICS  CONTROL  AS- 
SISTANCE PROC.RAM. 

(a)  REQUIROfENT  rOR  INVESTIGATION.— The 

Comptroller  General  shall  conduct  a  thor- 
ough and  complete  investigation  to  deter- 
mine the  effectiveness  of  the  assistance  pro- 
vided pursuant  to  chapter  8  of  part  I  of  the 
Foreign  Assistance  Act  of  1961  (22  U.S.C. 
2291  et  seq.;  relating  to  international  narcot- 
ics control). 

(b)  Reports  to  Congress.— 

(1)  Periodic  reports.— The  Comptroller 
General  shall  report  to  the  Congress  peri- 
odically as  the  various  portions  of  the  inves- 
tigation conducted  pursuant  to  subsection 
(a)  are  completed. 

(2)  Final  report— Not  later  than  18 
months  after  the  date  of  enactment  of  this 
Act.  the  Comptroller  General  shall  submit  a 
final  report  to  the  Congress  on  the  results 
of  the  investigation.  This  report  shall  in- 
clude such  recommendations  for  administra- 
tive or  legislative  action  as  the  Comptroller 
General  finds  appropriate  based  on  the  in- 
vestigation. 

Subpart  B — Improving  Law  Enforcement  and 
Other  Narcotics  Control  Activities  Abroad 

SEC.  3388.  EXTRADITION  TO  THE  INITED  STATES 
FOR  NARCOTICS-RELATED  OFFENSES. 

Section  481(e)(3)  of  the  Foreign  Assist- 
ance Act  of  1961  (22  U.S.C.  2291(e)(3):  relat- 
ing to  the  annual  international  narcotics 
control  report)  is  amended  by  inserting 
after  subparagraph  (C)  the  following  new 
subparagraph: 

■■(D)  A  discussion  of  the  extent  to  which 
such  country  has  cooperated  with  the 
United  States  narcotics  control  efforts 
through  the  extradition  or  prosecution  of 
drug  traffickers,  and  a  description  of  the 
status  of  negotiations  with  such  country  to 
negotiate  a  new  or  updated  extradition 
treaty  relating  to  narcotics  offenses.". 

8KC.  338S.  INFORMATION-SHARING  SO  THAT  VISAS 
ARE  DENIED  TO  DRIG  TRAFFICKERS. 

(a)  Need  for  Comprehensive  Inforbiation 
System.— The  Congress  is  concerned  that 
the  executive  branch  has  not  established  a 
comprehensive  information  system  on  all 
drug  arrests  of  foreign  nationals  In  the 
United  States  so  that  information  may  be 
communicated  to  the  appropriate  United 
States  embassies,  even  though  the  establish- 
ment of  such  a  system  is  required  by  section 
132  of  the  Foreign  Relations  Authorization 
Act.  Fiscal  Years  1986  and  1987. 

(b)  Establishment  op  System.— The  exec- 
utive branch  shall  act  expeditiously  to  es- 
tablish the  comprehensive  information 
system  required  by  section  132  of  the  For- 
eign Relations  Authorization  Act.  Fiscal 
Years  1986  and  1987.  and  submit  to  the  Con- 
gress a  report  that  the  system  has  been  es- 
Ubllshed. 

SEC.  339«.  ASSESSMENT  OF  NARCOTICS  TRAFFICK- 
ING FROM  AFRICA. 

The  President  shall  direct  that  an  updat- 
ed threat  assessment  of  narcotics  trafficking 
from  Africa  t>e  prepared.  If  it  is  determined 
that  an  increased  threat  exists,  the  assess- 
ment shall  examine  the  need  for  the  United 


States  to  provide  increased  narcotics  control 
training  for  African  countries. 

SEC.  3391.  ADMINISTRATION  OF  Jl  STICFL 

(a)  The  Congress  of  the  United  States 
finds  that  an  essential  element  in  control- 
ling the  production  and  trafficking  in  illicit 
drugs  in  Latin  America  and  the  Caribbean 
are  strengthened  national  and  regional  in- 
stitutions concerned  with  the  effective, 
humane,  and  professional  administration  of 
justice. 

(b)  Section  534  of  the  Foreign  Assistance 
Act  of  1961  is  amended— 

(1)  by  amending  subsection  (b)(3)  to  read 
as  follows: 

■■(3)  programs  to  enhance  investigative,  fo- 
rensic, enforcement,  corrections,  and  related 
ancillary  functions  integral  to  humane  and 
effective  professional  systems  of  criminal 
justice:'":  and 

(2)  by  amending  subsection  (e)  to  read  as 
follows: 

■•(e)  Assistance  under  this  section  may  be 
provided  without  regard  to  section  660  of 
this  Act  and.  in  the  case  of  participation  in 
regional  and  multilateral  projects  and  ac- 
tivities, without  regard  to  any  other  provi- 
sion of  law.  Elach  notification  under  subsec- 
tion (d)  with  respect  to  assistance  that 
would  be  prohibited  but  for  the  enactment 
of  this  subsection  shall  specify  why  the  as- 
sistance should  be  provided  notwithstanding 
an  otherwise  applicable  prohibition.". 

(c)  Notwithstanding  section  660  of  the 
Foreign  Assistance  Act  of  1961.  of  amounts 
made  available  for  fiscal  year  1987  to  carry 
out  section  534  of  the  Foreign  Assistance 
Act  of  1961  (22  U.S.C.  2346c:  relating  to  the 
administration  of  justice  program),  up  to 
$2,000,000  is  authorized  to  be  used  to  pro- 
vide Colombia  or  any  other  country  in  the 
region  such  assistance  as  such  country  may 
request  for  the  protection  of  judicial  or 
other  officials  who  are,  or  may  be.  targets  of 
narcoterrorist  attacks.  Such  assistance  may 
include  assistance  to  increase  the  investiga- 
tive, judicial,  or  prosecutorial  capabilities  of 
such  country  with  respect  to  narcoterrorist 
attacks. 

(d)  At  the  end  of  subsection  116(e)(1)  of 
the  Foreign  Assistance  Act  of  1961  (relating 
to  funds  to  promote  adherence  to  and  re- 
spect for  human  rights)  add  the  following 
new  sentence:  '■Nothing  in  section  660  of 
this  Act  shall  preclude  the  participation  in 
programs  or  activities  authorized  under  this 
subsection  of  individuals  who  are  members 
of  the  police  or  other  law  enforcement 
forces  of  a  foreign  government  or  who  are 
engaged  in  the  administration  of  foreign 
penal  institutions.". 

SEC.    3392.     MONEY     LACNDERING     AND     MITIAL 
LEGAL  ASSISTANCE  TREATIES. 

Section  481  of  the  Foreign  Assistance  Act 
of  1961  is  amended— 

(1)  in  the  text  of  subsection  (h)(1)  above 
clause  (A),  by  inserting  after  "United 
States"  the  second  place  it  appears  the  fol- 
lowing: ".  or  if  the  President  determines 
that  a  country  has  failed  to  take  adequate 
steps  to  prevent  and  punish  the  laundering 
in  that  country  of  drug-related  profits  or 
drug-related  monies": 

(2)  In  subsection  (h)(2)— 

(A)  by  redesignating  paragraph  (2)  as 
paragraph  (2)(A):  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subparagraph: 

"(B)  The  President  shall  aLso  consider 
whether  such  goverrunent  has  taken  the 
legal  and  law  enforcement  steps  necessary 
to  eliminate,  to  the  maximum  extent  possi- 
ble, the  laundering  in  that  country  of  drug- 
related  profits  or  drug-related  monies,  as 


evidenced  by  the  enactment  and  enforce- 
ment of  laws  prohibiting  such  conduct,  the 
willingness  of  such  government  to  enter  into 
mutual  legal  assistance  agreements  with  the 
United  States  governing  money  laundering, 
and  the  degree  to  which  such  government 
otherwise  cooperates  with  United  States  law 
enforcement  authorities  on  anti-money 
laundering  efforts."": 

(3)  in  clause  (B)  of  subsection  (h)(3),  by 
inserting  after  •■controlled  substances""  the 
following:  ",  or  to  enforce  prohibitions  on 
the  laundering  in  that  country  of  drug-re- 
lated profits  or  drug-related  monies'":  and 

(4)  by  adding  at  the  end  of  subsection  (e) 
the  following  new  paragraph: 

••(6)  Each  report  pursuant  to  this  subsec- 
tion shall  identify  those  countries  which  are 
significant  centers  of  drug-money  launder- 
ing and  shall  contain  a  description  of  the 
plans,  programs,  and  timetables  adopted  by 
such  country  for  the  deterrence,  prevention, 
and  punishment  of  acts  involving  the  laun- 
dering of  drug-related  profits  and  drug-re- 
lated monies  in  that  country  and  a  discus- 
sion of  the  adequacy  of  the  legal  and  law 
enforcement  measures  taken  and  the  accom- 
plishments achieved  in  accordance  with 
these  plans.". 

SEC.  3393.  CONDITIONS  ON  ASSISTANCE  FOR  BOLIV- 
IA. 

(a)(1)  It  is  the  sense  of  the  Congress 
that— 

(A)  the  Government  of  Bolivia's  recent 
drug  interdiction  operations  in  cooperation 
with  the  United  States  (Operation  Blast 
Furnace)  evinced  a  determination  to  combat 
the  growing  power  of  the  narcotics  trade 
and  narcotics  traffickers: 

(B)  the  operation  has  had  a  dramatic 
effect  on  the  coca  trade  in  that  country  by 
dropping  the  price  of  c(x;a  below  the  cost  of 
production; 

(C)  as  a  result  of  this  operation  the  coca 
trade  has  in  the  short  term  been  sharply 
constricted: 

(D)  the  restoration  of  non-coca  dependent 
economic  growth  in  Bolivia  is  crucial  to  the 
achievement  of  long-term  progress  in  con- 
trolling illicit  narcotics  production;  and 

(E)  control  of  illicit  drug  production  is 
crucial  to  the  survival  of  democratic  institu- 
tions and  democratic  government  in  Bolivia. 

(2)  The  Congress,  therefore,  applauds  the 
demonstrated  willingness  of  the  Paz  govern- 
ment, despite  the  risks  of  severe  domestic 
criticism  and  disruptive  economic  conse- 
quences, to  cooperate  with  the  United 
States  in  Operation  Blast  Furnace. 

(b)  Section  611(2)  of  the  International  Se- 
curity and  Development  Cooperation  Act  of 
1985  is  amended  to  read  as  follows: 

"(2)  For  fiscal  year  1987— 

"(A)  up  to  50  percent  of  the  aggregate 
amount  of  such  assistance  allocated  for  Bo- 
livia may  be  provided  at  any  time  after  the 
President  certifies  to  the  Congress  that  Bo- 
livia has  engaged  in  narcotics  interdiction 
operations  which  have  significantly  disrupt- 
ed the  illicit  coca  industry  in  Bolivia  or  has 
cooperated  with  the  United  States  in  such 
operations;  and 

'■(B)  the  remaining  amount  of  such  assist- 
ance may  be  provided  at  any  time  after  the 
President  certifies  to  the  Congress  that  Bo- 
livia has  adopted  a  plan  to  eliminate  illicit 
narcotics  cultivation,  production,  and  traf- 
ficking countrywide,  and  has  entered  into 
an  agreement  of  cooperation  with  the 
United  States  for  implementing  that  plan 
for  1987  and  beyond,  and  is  making  substan- 
tial progress  towards  the  plans  objectives 
including  eradication  of  illicit  coca  crops 
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and  effective  use  of  United  States  assist- 
ance.". 

SEC.  3394.  AERIAL  AND  OTHER  SURVEYS  FOR  ESTI- 
MATING ILLICIT  NARCOTICS  PRODl'C- 
TION  OVERSEAS. 

(a)  In  order  to  enhance  the  strategic  plan- 
ning of  the  United  States  to  combat  illicit 
narcotics  production  and  trafficking  world- 
wide, the  President  shall,  within  60  days 
after  the  date  of  enactment  of  this  Act, 
submit  to  the  Committee  on  Foreign  Rela- 
tions and  the  Select  Committee  on  Intelli- 
gence of  the  Senate  and  the  Committee  on 
Foreign  Affairs  and  the  Permanent  Select 
Committee  on  Intelligence  of  the  House  of 
Representatives  a  report  (on  a  classified 
basis  if  necessary)  on  a  plan  for  using  the 
funds  available  to  the  Central  Intelligence 
Agency  and  the  Department  of  Defense  to 
conduct  within  one  year  a  comprehensive 
set  of  aerial  and  other  surveys  of  every 
major  illicit  drug  producing  country  suffi- 
cient to  establish  a  highly  reliable  estimate 
for  each  such  country  of  (1)  total  hectarage 
of  illicit  crops  under  cultivation,  (2)  harvests 
and  yields  of  illicit  crops,  and  (3)  hectares  of 
illicit  crops  eradicated. 

(b)  For  purposes  of  this  section,  the  term 
"major  illicit  drug  producing  country"  has 
the  same  meaning  as  is  given  to  it  by  section 
481(i)(2)  of  the  Foreign  Assistance  Act  of 
1961. 

SEC.  3395.  MULTILATERAL  DEVELOPMENT  BANK 
FUNDS. 

The  Secretary  of  the  Treasury  shall  in- 
struct each  United  States  Executive  Direc- 
tor or  other  representative  to  each  multilat- 
eral development  bank  to  vote  against  any 
loan  or  other  utilization  of  the  funds  of  the 
respective  bank  for  the  benefit  of  any  major 
illicit  drug  producing  country,  as  defined  in 
section  481(i)(2)  of  the  Foreign  Assistance 
Act  of  1961,  unless  the  President  has  certi- 
fied, not  more  than  six  months  previously, 
to  the  Secretary  of  the  Treasury  and  the 
Congress  that  such  country  has  cooperated 
with  the  United  States  in  eradicating  illicit 
drug  production  and  interrupting  the  flow 
of  illicit  drugs  to  the  United  States. 

Subpart  C— Drug  Education  ProKrams  Abroad 

SEC.  339S.  INCREASED  Fn«fDING  FOR  USIA  DRUG 
EDUCATION  PROGRAMS. 

In  addition  to  amounts  otherwise  author- 
ized to  be  appropriated,  there  is  authorized 
to  be  appropriated  for  the  United  States  In- 
formation Agency  for  fiscal  year  1987 
$2,000,000  which  shall  be  available  only  for 
increasing  drug  education  programs  abroad. 
These  programs  may  include— 

(1)  the  distribution  of  films  and  publica- 
tions which  demonstrate  the  impact  of 
drugs  on  crime  and  health;  and 

(2)  exchange  of  persons,  programs  and 
international  visitor  programs  involving  stu- 
dents, educators,  and  scientists. 

SEC.  3397.  INCREASED  FUNDING  FOR  AID  DRUG 
EDUCATION  PROGRAMS. 

In  addition  to  amounts  otherwise  author- 
ized to  be  appropriated,  there  are  author- 
ized to  be  appropriated  to  the  President  for 
fiscal  year  1987  $3,000,000  to  carry  out  chap- 
ter 1  of  part  I  of  the  Foreign  Assistance  Act 
of  1961,  which  amount  shall  be  used  pursu- 
ant to  section  126(b)(2)  of  that  Act  for  addi- 
tional activities  aimed  at  increasing  aware- 
ness of  the  effects  of  production  and  traf- 
ficking of  illicit  narcotics  on  source  and 
transit  countries. 

SEC.  3398.  REPORTS  TO  CONGRESS  ON  DRUG  EDU- 
CATION PROGRAMS  ABROAD. 

The  Director  of  the  United  States  Infor- 
mation Agency  and  the  Administrator  of 
the  Agency  for  International  Development 
shall  include  in  their  annual  reports  to  the 


Congress  a  description  of  the  drug  educa- 
tion programs  carried  out  by  their  respec- 
tive agencies. 

Subtitle  J— Anti-Drug  Trust  Fund 
SEC.  3401.  DESIGNATION  OF  TAX  OVERPAYMENTS 

AND   CONTRIBITIONS   TO    ANTI-DRUG 

TRUST  FUND. 

(a)  Subchapter  A  of  chapter  61  of  the  In- 
ternal Revenue  Code  of  1954  (relating  to  re- 
turns and  records)  is  amended  by  adding  at 
the  end  thereof  the  following  new  part: 
"PART  IX— DESIGNATION  OF  TAX  OVERPAY- 
MENTS AND  CONTRIBITIONS  TO  ANTI- 
DRUG TRUST  FUND 

"Sec.  6097.  Designation  by  individuals. 

"SEC.  6097.  DESIGNATION  BY  INDIVIDUALS. 

"(a)  In  General.— With  respect  to  each 
taxpayer's  return  for  the  taxable  year  of 
the  tax  imposed  by  chapter  1,  such  taxpayer 
may  designate  that— 

"(1)  any  amount  of  an  overpayment  of 
such  tax  for  such  taxable  year,  or 

"(2)  in  the  absence  of  any  overpayment  of 
such  tax,  any  contribution  which  the  tax- 
payer includes  with  such  return, 
be  paid  over  to  the  Anti-Drug  Trust  Fund. 

■(b)  Manner  and  Time  of  Designation.— A 
designation  under  subsection  (a)  may  be 
made  with  respect  to  any  taxable  year  only 
at  the  time  of  filing  the  return  of  the  tax 
imposed  by  chapter  1  for  such  taxable  year. 
Such  designation  shall  be  made  either  on 
the  1st  page  of  the  return  or  on  the  page 
bearing  the  taxpayer's  signature. 

"(c)  Designated  Amounts  Not  Deducti- 
ble.—No  amount  designated  pursuant  to 
subsection  (a)  shall  be  allowed  as  a  deduc- 
tion under  section  170  or  any  other  section 
for  any  taxable  year. 

■■(d)  Overpayments  Treated  as  Refund- 
ed.—For  purpKises  of  this  title,  any  overpay- 
ment of  tax  designated  under  subsection  (a) 
shall  be  treated  as  being  refunded  to  the 
taxpayer  as  of  the  last  date  prescribed  for 
filing  the  return  of  tax  imposed  by  chapter 
1  (determined  without  regard  to  extensions) 
or.  if  late,  the  date  the  return  is  filed. ". 

(b)  Subchapter  A  of  chapter  98  of  the  In- 
ternal Revenue  Code  of  1954  (relating  to 
Trust  F\jnd  Code)  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

"SEC.  9505.  ANTI-DRUG  TRUST  FUND. 

"(a)  Creation  of  Trust  Fund.— There  is 
established  in  the  Treasury  of  the  United 
States  a  trust  fund  to  be  known  as  the  Anti- 
Drug  Trust  Fund',  consisting  of  such 
amounts  as  may  be  appropriated  or  credited 
to  the  Anti-Drug  Trust  Fund  as  provided  in 
this  section  and  section  9602(b)  (relating  to 
crediting  of  interest,  etc.). 

•■(b)  Transfers  to  Anti-Drug  Trust 
Fund.— There  are  hereby  appropriated  to 
the  Drug  Addiction  Prevention  Trust  Fund 
amounts  equivalent  to  the  amounts  desig- 
nated under  section  6097  and  received  in  the 
Treasury. 

■■(c)  Expenditures  From  Trust  Fund.— 
Amounts  in  the  Anti-Drug  Trust  Fund  shall 
be  available  as  provided  by  appropriation 
Acts,  for  making  expenditures  to  carry  out 
the  purposes  of  the  Drug  Enforcement  Act 
of  1986". 

(c)(1)  The  table  of  parts  for  subchapter  A 
of  chapter  61  of  the  Internal  Revenue  Code 
of  1954  is  amended  by  adding  at  the  end 
thereof  the  following  new  item: 

■Part  IX.  Designation  of  overpayments  and 
contributions     for     Anti-Drug 
Trust  Fund.". 
(2)  The  table  of  sections  for  sulxihapter  A 

of  chapter  98  of  such  Code  is  amended  by 

adding  at  the  end  thereof  the  following  new 

item: 


■'Sec.  9505.  Anti-Drug  Trust  Fund.". 

(d)  The  amendments  made  by  this  section 
shall  take  effect  on  January  1.  1987. 

Subtitle  K — Freedom  of  information  Act 
SEC.  3451.  LAW  ENFORCEMENT. 

(a)  Section  552(b)(7)  of  title  5.  United 
States  Code,  is  amended  to  read  as  follows: 

■■(7)  records  or  information  compiled  for 
law  enforcement  purposes,  but  only  to  the 
extent  that  the  production  of  such  law  en- 
forcement records  or  information  (A)  could 
reasonably  be  expected  to  interfere  with  en- 
forcement proceedings.  (B)  would  deprive  a 
person  of  a  right  to  a  fair  trial  or  an  impar- 
tial adjudication.  (C)  could  reasonably  be 
expected  to  constitute  an  unwarranted  inva- 
sion of  personal  privacy.  (D)  could  reason- 
ably be  expected  to  disclose  the  identity  of  a 
confidential  source,  including  a  State,  local, 
or  foreign  agency  or  authority  or  any  pri- 
vate institution  which  furnished  informa- 
tion on  a  confidential  basis,  and,  in  the  case 
of  a  record  or  information  compiled  by 
criminal  law  enforcement  authority  in  the 
course  of  a  criminal  investigation  or  by  an 
agency  conducting  a  lawful  national  securi- 
ty intelligence  investigation,  information 
furnished  by  a  confidential  source,  (E> 
would  disclose  techniques  and  procedures 
for  law  enforcement  investigations  or  pros- 
ecutions, or  would  disclose  guidelines  for 
law  enforcement  investigations  or  prosecu- 
tions if  such  disclosure  could  reasonably  be 
expected  to  risk  circumvention  of  the  law. 
or  (F)  could  reasonably  l>e  expected  to  en- 
danger the  life  or  physical  safety  of  any 
natural  person:". 

(b)  Section  552(a)  of  title  5,  United  States 
Code,  is  amended  by  adding  after  paragraph 
(6)  thereof  the  following  new  paragraph: 

"(7)  Nothing  in  this  section  shall  be 
deemed  applicable  in  any  way  to  the  inform- 
ant records  maintained  by  a  law  enforce- 
ment agency  under  an  informant's  name  or 
personal  identifier,  whenever  access  to  such 
records  is  sought  by  a  third  party  according 
to  the  informant's  name  or  personal  identi- 
fier.". 

SEC.  3452.  ORGANIZED  CRIME. 

Section  552  of  title  5,  United  States  Code, 
is  amended  by  redesignating  subsections  (c), 
(d),  and  (e)  as  sul)sections  (d),  (e),  and  (f), 
respectively,  and  by  inserting  after  subsec- 
tion (b)  the  following  new  subsection: 

■•(c)  Nothing  in  this  section  shall  be 
deemed  applicable  to  documents  compiled  in 
any  lawful  investigation  of  organized  crime, 
designated  by  the  Attorney  General  for  the 
purposes  of  this  subsection  and  conducted 
by  a  criminal  law  enforcement  authority  for 
law  enforcement  purposes,  if  the  requested 
document  was  first  generated  or  acquired  by 
such  law  enforcement  authority  Within  five 
years  of  the  date  of  the  request,  except 
where  the  agency  determines  pursuant  to 
regulations  promulgated  by  the  Attorney 
General  that  there  is  an  overriding  public 
interest  in  earlier  disclosure  or  in  longer  ex- 
clusion not  to  exceed  three  years.  Notwith- 
standing any  other  provision  of  law.  no  doc- 
ument described  in  the  preceding  sentence 
may  be  destroyed  or  otherwise  disposed  of 
until  the  document  is  available  for  disclo- 
sure in  accordance  with  subsections  (a)  and 
(b)  of  this  section  for  a  period  of  not  less 
than  ten  years.". 
Subtitle  L— National  Forest  System  Drug  Control 

SEC.  3501.  REPEAL  OF  LIMITED  ARREST  AITHOR- 
ITY. 

That  part  of  the  first  paragraph  of  the 
subsection  designated  •General  Expenses, 
Forest      Service"      under      the      heading 
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•FOREST  SERVICE"  in  the  Act  of  March 
3.  1905  (33  SUt.  861.  873  as  amended:  16 
U.S.C.  559),  relating  to  arrest  authority  rela- 
tive to  the  National  Forests,  is  hereby  re- 
pealed. 

SEC.  3S02.  ALTHORIZATION  OF  GENERAL  ARREST 
AUTHORITY. 

(a)  Officers  and  employees  of  the  Forest 
Service  of  the  Department  of  Agriculture 
shall  have  authority  both  within  and  out- 
side the  boundaries  of  the  National  Forest 
System- 
CD  to  conduct  investigations  of  violations 

of  the  laws  and  regulations  relating  to  the 
National  Forest  System;  and 

(2)  to  make  arrests  for  violations  of  the 
laws  and  regulations  relating  to  the  Nation- 
al Forest  System  that  are  committed  on  or 
that  threaten  National  Forest  System  lands. 

(b)  In  exercising  the  investigative  author- 
ity provided  by  subsection  (a),  the  Forest 
Service  shall  cooperate  with  any  other  Fed- 
eral law  enforcement  agency  having  pri- 
mary investigative  jurisdiction  over  the  of- 
fense committed. 

SEC.  3503.  FIREARMS  AITHORITY. 

<a)  The  Secretary  of  Agriculture  (in  this 
Act  referred  to  as  the  ■Secretary")  is  au- 
thorized to  designate  officers  and  employees 
of  the  Forest  Service,  when  engaged  in  the 
performance  of  their  duties— 

( 1 )  to  carry  firearms: 

(2)  to  serve  warrants  and  other  process 
issued  by  a  court  or  officer  of  competent  ju- 
risdiction for  the  enforcement  of  the  laws 
and  regulations  relating  to  the  National 
Forest  System: 

(3)  to  search  any  person,  place,  or  convey- 
ance according  to  Federal  law  or  rule  of  law; 
and 

(4)  to  seize  any  evidentiary  item  as  provid- 
ed for  by  Federal  law. 

(b)  The  Secretary  is  authorized  to  desig- 
nate employees  of  other  Federal  agencies  to 
assist  the  Forest  Service  in  carrying  out  the 
Secretary's  law  enforcement  responsibilities 
in  connection  with  the  administration  and 
regulation  of  the  use  and  occupancy  of  the 
National  Forest  System.  Such  designated 
employees  shall  have  the  law  enforcement 
authorities  provided  to  officers  and  employ- 
ees of  the  Forest  Service  by  this  subtitle. 

SEC.   35«4.   ENFORCEMENT  OF  CONTROLLED   SI  B- 
STANCES  ACT. 

(a)  The  Secretary  is  authorized  to  desig- 
nate officers  and  employees  of  the  Forest 
Service  to  investigate  and  enforce,  both 
within  and  outside  the  boundaries  of  the 
National  Forest  System  in  connection  with 
the  administration  and  occupancy  of  the 
National  Forest  System,  section  401  of  the 
Controlled  Substances  Act  (84  Stat.  1242, 
1260.  as  amended:  21  U.S.C.  841). 

(b)  In  connection  with  the  administration 
and  regiilation  of  the  use  and  occupancy  of 
the  National  Forest  System,  the  Secretary 
may  authorize  the  Forest  Service  to  cooper- 
ate with  the  law  enforcement  officials  of 
any  Federal  agency.  State,  or  political  subdi- 
vision in  the  investigation  and  enforcement 
of  section  401  of  the  Controlled  Substances 
Act  (84  SUt.  1242.  1260.  as  amended;  21 
n.S.C.  841)  and  State  drug  control  laws  or 
ordinances  both  within  and  outside  the 
boundaries  of  the  National  Forest  System. 

SEC.  35*5.  AMENDMENT  TO  THE  CONTROLLED  StB- 
STANCES  ACT. 

Section  401  of  the  Controlled  Substances 
Act  (21  n.S.C.  841(b))  is  amended  by  adding 
at  the  end  thereof  the  following  subsection: 

"(eKl)  Any  person  found  to  be  in  posses- 
sion of  a  firearm  while  manufacturing  a 
controlled  substance  on  Federal  property 
shall  be  sentenced  to  a  term  of  imprison- 


ment for  not  more  than  five  years  and  shall 
be  fined  not  more  than  $5,000.  If  any  person 
commits  such  a  violation  after  one  or  more 
prior  convictions  for  an  offense  punishable 
under  this  subsection  such  person  shall  be 
sentenced  to  a  term  of  imprisonment  of  not 
more  than  ten  years  and  shall  be  fined  not 
more  than  $10,000.  or  both. 

"(2)  Any  person  who  assembles,  main- 
tains, places,  or  causes  to  be  placed  a  booby- 
trap  on  Federal  property  where  a  controlled 
substance  is  being  manufactured  shall  be 
sentenced  to  a  term  of  imprisonment  for  not 
more  than  ten  years,  and  shall  be  fined  not 
more  than  $10,000.  If  any  person  commits 
such  a  violation  after  one  or  more  prior  con- 
victions for  an  offense  punishable  under 
this  subsection  such  person  shall  be  sen- 
tenced to  a  term  of  imprisonment  of  not 
more  than  twenty  years  and  shall  be  fined 
not  more  than  $20,000.  For  purposes  of  this 
subsection,  boobytrap'  means  any  concealed 
or  camouflaged  device  designed  to  cause 
bodily  injury  when  triggered  by  an  action  of 
any  unsuspecting  person  making  contact 
with  the  device.  Boobytraps  include  guns, 
ammunition,  or  explosive  devices  attached 
to  trip  wires  or  other  triggering  mecha- 
nisi/is.  sharpened  stakes,  and  lines  or  wire 
with  hooks  attached.". 

SEC.  350«.  Al'THORIZATION  OF  APPROPRIATIONS. 

There  is  hereby  authorized  to  be  appropri- 
ated not  to  exceed  $20,000,000  for  each 
fiscal  year  to  carry  out  the  provisions  of  sec- 
tion 3504  of  this  subtitle.  Notwithstanding 
any  other  provision  of  law  and  to  the  extent 
the  sum  authorized  for  each  fiscal  year  by 
the  preceding  sentence  is  not  appropriated, 
the  Secretary  of  Agriculture  is  authorized 
to  fund  activities  under  section  3504  of  this 
subtitle  by  using  moneys  received  from  the 
sale  of  products  from  or  for  the  use  of  Na- 
tional Forest  System  lands  which  moneys 
shall  be  available  without  further  appro- 
priation. 

Subtitle  M — Authorization  of  Appropriations  for 
Drug  Law  Enforcement 

SEC.  3«00.  AITHORIZATION  OF  APPROPRIATIONS. 

(a)  There  is  authorized  to  be  appropriated 
for  fiscal  year  1987  for  the  Department  of 
Justice  for  the  Drug  Enforcement  Adminis- 
tration. $427,000,000  of  which  $15,000,000 
shall  be  for  an  All  Source  Intelligence 
Center:  except,  that  notwithstanding  sec- 
tion 1345  of  title  31,  United  States  Code, 
funds  made  available  to  the  Department  of 
Justice  for  the  Drug  Enforcement  Adminis- 
tration in  any  fiscal  year  may  be  used  for 
travel,  transportation,  and  subsistence  ex- 
pense of  State,  county,  and  local  officers  at- 
tending conferences,  meetings,  and  training 
courses  at  the  FBI  Academy.  Quantico,  Vir- 
ginia. 

(b)  There  is  authorized  to  be  appropriated 
for  fiscal  year  1987  for  the  Department  of 
Justice  for  the  Federal  Prison  System, 
$805,807,000  of  which  $179,000,000  shall  be 
for  the  construction  of  Federal  penal  and 
correctional  institutions. 

(c)  There  is  authorized  to  be  appropriated 
for  fiscal  year  1987  for  the  Judiciary  for  De- 
fender Services.  $88,000,000. 

(d)  There  is  authorized  to  be  appropriated 
for  fiscal  year  1987  for  the  Judiciary  for 
Fees  and  Expenses  of  Jurors  and  Commis- 
sioners. $54,500,000. 

(e)  There  is  authorized  to  be  appropriated 
for  fiscal  year  1987  for  the  Department  of 
Justice  for  the  Office  of  Justice  Assistance. 
$2,000,000  to  carry  out  a  pilot  prison  capac- 
ity program. 


Subtitle  N— Controlled  Substances  Production 
Control 

SEC.  3851.  CONTROLLED  SUBSTANCES  PRODl'CTION 
CONTROL. 

Section  1764  of  the  Food  Security  Act  of 
1985  (21  U.S.C.  881a)  is  amended— 

(1)  in  subsection  (b),  by  striking  out 
"four"  each  place  it  appears  in  paragraphs 
(1)  and  (2)(A)  and  inserting  in  lieu  thereof 
"nine": 

(2)  by  redesignating  subsection  (c)  as  sub- 
section (d);  and 

(3)  by  inserting  after  subsection  (b)  the 
following  new  subsection: 

"(c)(1)  The  Secretary  shall  pay  a  reward, 
in  such  amount  as  the  Secretary  shall  deter- 
mine, for  information  leading  to  the  convic- 
tion of  any  person— 

"(A)  who  receives  a  program  benefit  de- 
scribed in  subsection  (b);  and 

"(B)  who  is  subsequently  determined  to  be 
ineligible  for  the  benefit  as  the  result  of  the 
conviction. 

"(2)  The  reward  shall  be  paid  out  of  funds 
not  expended  as  the  result  of  the  ineligibil- 
ity of  the  person  for  the  program  benefit 
under  this  section.". 

Subtitle  O — State  and  Local  Narcotics  Control 
Assistance 

SEC.  3701.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "State 
and  Local  Law  Enforcement  Assistance  Act 
of  1986". 

SEC.  3702.  OFFICE  OF  JUSTICE  ASSISTANCE  DRIG 
GRANT  PR(H;RA.VI. 

(a)  Title  I  of  the  Omnibus  Crime  Control 
and  Safe  Streets  Act  of  1968 
(42  U.S.C.  3712  et  seq.)  is  amended— 

( 1 )  by  redesignating  part  M  as  part  N. 

(2)  by  redesignating  section  1301  as  sec- 
tion 1401.  and 

(3)  by  inserting  after  part  L  the  following 
new  part: 

"Part  M— Grants  for  Drug  Law 
Enforcement  F>rograms 

"function  of  the  attorney  general 
"Sec.   1301.  The  Attorney  General  shall 
provide  funds  to  eligible  States  and  units  of 
local  government  pursuant  to  this  part. 

"DESCRIPTION  OF  DRUG  LAW  ENFORCEMENT 
GRANT  PROGRAM 

"Sec.  1302.  The  Attorney  General  is  au- 
thorized to  make  grants  under  this  part  to 
States  for  the  purpose  of  enforcing  State 
and  local  laws  that  establish  offenses  simi- 
lar to  offenses  established  in  the  Controlled 
Substances  Act  (21  U.S.C.  801  et  seq.),  and 
to— 

"(1)  provide  additional  personnel,  equip- 
ment, facilities,  personnel  training,  and  sup- 
plies for  more  widespread  apprehension  of 
persons  who  violate  State  laws  relating  to 
the  production,  possession,  and  transfer  of 
controlled  substances  and  to  pay  operating 
expenses  (including  the  purchase  of  evi- 
dence and  information)  incurred  as  a  result 
of  apprehending  such  persons, 

"(2)  provide  additional  personnel,  equip- 
ment, facilities  (including  upgraded  and  ad- 
ditional law  enforcement  crime  labs),  per- 
sonnel training,  and  supplies  for  more  wide- 
spread prosecution  of  persons  accused  of 
violating  such  State  laws  and  to  pay  operat- 
ing expenses  in  connection  with  such  pros- 
ecution, 

"(3)  provide  additional  personnel  (includ- 
ing judges),  equipment,  personnel  training, 
and  supplies  for  more  widespread  adjudica- 
tion of  cases  involving  persons  accused  of 
violating  such  State  laws,  to  pay  operating 
expenses  in  connection  with  such  adjudica- 
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tion, and  to  provide  quickly  temporary  fa- 
cilities in  which  to  conduct  adjudications  of 
such  cases. 

"(4)  provide  additional  correctional  facili- 
ties (including  the  expansion  of  existing 
prisons)  for  the  detention  of  persons  con- 
victed of  violating  State  laws  relating  to  the 
production,  possession,  or  transfer  of  con- 
trolled substances,  and  to  establish  and  im- 
prove treatment  and  rehabilitative  counsel- 
ing provided  to  drug  dependent  persons  con- 
victed of  violating  State  laws,  and 

"(5)  conduct  programs  of  eradication 
aimed  at  destroying  wild  or  illicit  growth  of 
plant  species  from  which  controlled  sub- 
stances may  be  extracted. 

"APPLICATIONS  TO  RECEIVE  GRANTS 

"Sec.  1303.  (a)  To  request  a  grant  under 
section  1302.  the  chief  executive  officer  of  a 
State  shall  submit  to  the  Attorney  General 
an  application  at  such  time  and  in  such 
form  as  the  Attorney  General  may  require. 
Such  application  shall  include  a  statewide 
strategy  for  the  enforcement  of  State  laws 
relating  to  the  production,  possession,  and 
transfer  of  controlled  substances.  Such 
strategy  shall  be  prepared  after  consulta- 
tion with  State  and  local  officials  whose 
duty  it  is  to  enforce  such  laws.  Such  strate- 
gy shall  include  an  assurance  that  following 
the  first  fiscal  year  covered  by  an  applica- 
tion and  each  fiscal  year  thereafter,  the  ap- 
plicant shall  submit  to  the  Bureau  or  to  the 
State,  as  the  case  may  be.  a  performance 
report  concerning  the  activities  carried  out 
pursuant  to  section  1302  of  this  title. 

"(b)  Applications  for  a  grant  under  this 
section  shall  include  a  certification  that  the 
State  will  expend  from  its  own  funds  for  the 
purposes  for  which  the  grant  is  made  an 
amount  equal  to  the  amount  of  the  grant. 

"REPORTS 

"Sec.  1304.  (a)  Each  State  which  receives  a 
grant  under  section  1302  shall  submit  to  the 
Attorney  General,  for  each  year  in  which 
any  part  of  such  grant  is  expended  by  a 
State  or  local  government  entity,  a  report 
which  contains— 

"(1)  a  summary  of  the  activities  carried 
out  with  such  grant  and  an  assessment  of 
the  impact  of  such  activities  on  meeting  the 
needs  identified  in  the  State  strategy  sub- 
mitted under  section  1303.  and 

"(2)  such  other  information  as  the  Attor- 
ney General  may  require  by  rule. 
Such  report  shall  be  submitted  in  such  form 
and  by  such  time  as  the  Attorney  General 
may  require  by  rule. 

"(b)  Not  later  than  ninety  days  after  the 
end  of  each  fiscal  year  for  which  grants  are 
made  under  section  1302.  the  Attorney  Gen- 
eral shall  submit  to  the  Speaker  of  the 
House  of  Representatives  and  the  President 
pro  tempore  of  the  Senate  a  report  that  in- 
cludes with  respect  to  each  State— 

"(1)  the  aggregate  amount  of  such  grants 
made  to  such  State  for  such  fiscal  year, 

"(2)  the  amount  of  such  grants  expended 
for  each  of  the  five  general  purposes  speci- 
fied in  section  1302,  and 

"(3)  a  summary  of  the  information  provid- 
ed in  compliance  with  subsection  (a)(1). 

"EXPENDITURE  OF  GRANTS;  RECORDS 

"Sec.  1305  (a)  If  any  part  of  a  grant  made 
under  section  1302  is  used  for  any  purpose 
other  than  the  purpKJse  for  which  such  part 
is  received  by  a  State,  or  by  a  State  or  local 
government  entity,  then  the  State  which  re- 
ceived such  grant  shall  promptly  repay  to 
the  Attorney  General  an  amount  equal  to 
such  part. 

"(b)(1)  Each  State  which  receives  a  grant 
under  section  1302  shall  keep,  and  shall  re- 


quire units  of  local  government  which  re- 
ceive any  part  of  such  grant  to  keep,  such 
records  as  the  Attorney  General  may  re- 
quire by  rule  to  facilitate  an  effective  audit. 
"(2)  The  Attorney  General  and  the  Comp- 
troller General  of  the  United  States  shall 
have  access,  for  the  purpose  of  audit  and  ex- 
amination, to  any  books,  documents,  and 
records  of  States  which  receive  grants,  and 
of  State  and  local  government  entities 
which  receive  any  part  of  a  grant,  made 
under  section  1302  if.  in  the  opinion  of  the 
Attorney  General  or  the  Comptroller  Gen- 
eral, such  books,  documents,  and  records  are 
related  to  the  receipt  or  use  of  any  such 
grant. 

"STATE  OFFICE 

"Sec.  1306.  (a)  The  chief  executive  of  each 
participating  State  shall  designate  a  State 
office  for  purposes  of — 

"(1)  preparing  an  application  to  obtain 
funds  under  section  1302  of  this  title:  and 

"(2)  administering  funds  received  under 
such  section  from  the  Bureau,  including  re- 
ceipt, review,  processing,  monitoring, 
progress  and  financial  report  review,  techni- 
cal assistance,  grant  adjustments,  account- 
ing, auditing,  and  fund  disbursements. 

"(b)  An  office  or  agency  performing  other 
functions  within  the  executive  branch  of  a 
State  may  be  designated  to  carry  out  the 
functions  specified  in  subsection  (a).". 

(b)(1)  Subsections  (a)  and  (b)  of  section 
401  of  title  I  of  the  Omnibus  Crime  Control 
and  Safe  Streets  Act  of  1968  (42  U.S.C. 
3741)  are  each  amended  by  striking  out 
"part  E"  and  inserting  in  lieu  thereof  "parts 
E  and  M". 

(2)  Section  801(b)  of  title  I  of  the  Omni- 
bus Crime  Control  and  Safe  Streets  Act  of 
1968  (42  U.S.C.  3782(b))  is  amended— 

(A)  by  striking  out  "parts  D  and  E"  and 
inserting  in  lieu  thereof  "parts  D.  E.  and 
M",  and 

(B)  by  striking  out  "part  D "  each  place  it 
appears  and  inserting  in  lieu  thereof  "parts 
D  and  M". 

(3)  Section  802(b)  of  title  I  of  the  Omni- 
bus Crime  Control  and  Safe  Streets  Act  of 
1968  (42  U.S.C.  3783(b))  is  amended  by  in- 
serting "or  M"  after  "part  D ". 

(4)  Section  808  of  title  I  of  the  Omnibus 
Crime  Control  and  Safe  Streets  Act  of  1968 
(42  U.S.C.  3789)  is  amended  by  inserting  "or 
1306.  as  the  case  may  be,"  after  "section 
408". 

(5)  The  table  of  contents  of  title  I  of  the 
Omnibus  Crime  Control  and  Safe  Streets 
Act  of  1968  (42  U.S.C.  3711  et  seq.)  is 
amended  by  striking  out  the  items  relating 
to  part  M  and  section  1301.  and  inserting  in 
lieu  thereof  the  following  new  items: 

"Part  M— Grants  for  Drug  Law 
Enforcement  Programs 

"Sec.  1301.  Function  of  the  Attorney  Gen- 
eral. 
"Sec.  1302.  Description  of  drug  law  enforce- 
ment grant  program. 
"Sec.  1303.  Applications  to  receive  grants. 
"Sec.  1304.  Reports. 

"Sec.  1305.  Expenditure  of  grants:  records. 
"Sec.  1306.  State  office. 
"Part  N— Transition— Effective  Date- 
Repealer 
"Sec.  1401.  Continuation  of  rules,  authori- 
ties, and  proceedings.", 
(c)  Section  1001  of  title  I  of  the  Omnibus 
Crime  Control  and  Safe  Streets  Act  of  1968 
(42  U.S.C.  3793)  is  amended— 
(1)  in  subsection  (a)— 
(A)  in  paragraph  (3)  by  striking  out  "and 
L"  and  inserting  in  lieu  thereof  "L,  and  M", 


(B)  by  redesignating  paragraph  (6)  as 
paragraph  (7).  and 

(C)  by  inserting  after  paragraph  (5)  the 
following  new  paragraph: 

"(6)  There  are  authorized  to  be  appropri- 
ated $100,000,000  for  fiscal  year  1987. 
$100,000,000  for  fiscal  year  1988.  and 
$100,000,000  for  fiscal  year  1989,  to  carry 
out  the  programs  under  part  M  of  this 
title.",  and 

(2)  in  subsection  (b)  by  striking  out  "and 
E"  and  inserting  in  lieu  thereof  ".  E.  and 
M". 

Subtitle  P— Study  on  the  Use  of  Existing  Federal 
Buildings  as  Prisons 

SEC.  J7S1.  STIDY  REQl  IRED. 

(a)  The  Administrator  of  General  Services 
and  the  Secretary  of  Defense  shall  jointly 
conduct  a  study  to  identify  any  building 
owned  or  operated  by  the  United  States 
which  could  be  used,  or  modified  for  use.  as 
a  prison  by  the  Federal  Bureau  of  Prisons. 

(b)  Within  180  days  after  the  date  of  en- 
actment of  this  Act.  the  Administrator  of 
General  Services  and  the  Secretary  of  De- 
fense shall  transmit  to  the  President  and 
the  Congress  a  report  on  the  study  conduct- 
ed pursuant  to  subsection  (a). 

Subtitle  Q — Drug  Law  Enforcement  Cooperation 
Study 

SEC.   3801.    DRIG    I.AW    ENFORCEMENT   COOPERA- 
TION STIDY. 

(a)  The  National  Drug  Enforcement 
Policy  Board,  in  consultation  with  the  Na- 
tional Narcotics  Border  Interdiction  System 
and  State  and  local  law  enforcement  offi- 
cials, shall  study  Federal  drug  law  enforce- 
ment efforts  and  make  recommendations  as 
provided  in  subsection  (b).  The  Board  shall 
report  to  Congress  within  180  days  of  enact- 
ment of  this  subtitle  on  its  findings  and  con- 
clusions. 

(b)  The  report  of  the  Board  shall  include 
recommendations  on— 

(1)  the  means  of  improving  the  Nation's 
drug  interdiction  programs: 

(2)  the  relative  effectiveness  and  efficien- 
cy of  various  law  enforcement  strategies,  in- 
cluding interdiction: 

(3)  ways  to  maximize  coordination  and  co- 
operation among  Federal.  State,  local  drug 
law  enforcement  agencies:  and 

(4)  ways  to  maximize  coordination  and  co- 
operation between  the  several  Federal  agen- 
cies involved  with  drug  interdiction,  along 
with  a  recommendation  on  the  transfer  of 
mission  from  one  agency  to  another. 

Subtitle  R — Drug  Interdiction 

SEC.  3851.   EMERGENCY   ASSISTANCE   BY   DEPART- 
MENT OF  DEFENSE  PERSONNEL. 

Subsection  (c)  of  section  374  of  title  10. 
United  States  Code,  is  amended  to  read  as 
follows: 

"(c)(1)  In  an  emergency  circumstance, 
equipment  operated  by  or  with  the  assist- 
ance of  personnel  assigned  under  subsection 
(a)  may  be  used  as  a  base  of  operations  out- 
side the  land  area  of  the  United  SUtes  (or 
any  territory  or  possession  of  the  United 
States)  by  Federal  law  enforcement  offi- 
cials— 

"(A)  to  facilitate  the  enforcement  of  a  law 
listed  in  subsection  (a):  and 

"(B)  to  transport  such  law  enforcement 
officials  in  connection  with  such  operations, 
including  to  transport  such  officials  into  the 
land  area  of  the  United  States  (or  any  terri- 
tory or  possession  of  the  United  States)  In 
cases  involving  the  hot  pursuit  of  vessels  or 
aircraft  when  such  pursuit  began  outside 
such  land  area, 
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if  the  Secretary  of  Defense  and  the  Attor- 
ney General  jointly  determine  that  an 
emergency  circumstance  exists. 

■■(2MA)  Subject  to  subparagraph  (B), 
equipment  operated  by  or  with  the  assist- 
ance of  personnel  assigned  under  subsection 
(a)  may  not  be  used  to  interdict  or  interrupt 
the  passage  of  vessels  and  aircraft. 

"(B)  In  an  emergency  circumstance,  equip- 
ment operated  by  or  with  the  assistance  of 
personnel  assigned  under  subsection  (a)  may 
be  used  to  intercept  vessels  and  aircraft  out- 
side the  land  area  of  the  United  States  (or 
any  territory  or  possession  of  the  United 
States)  for  the  purpose  of— 

"(i)  identifying  such  vessels  and  aircraft; 
and 

"(ii)  monitoring  and  communicating  the 
location  and  movement  of  such  vessels  and 
aircraft  until  Federal,  State,  and  local  law 
enforcement  officials  can  assume  such  re- 
sponsibilities, 

if  the  Secretary  of  Defense  and  the  Attor- 
ney General  jointly  determine  that  an 
emergency  circumstance  exists  and  that  en- 
forcement of  a  law  listed  in  subsection  (a) 
would  be  seriously  impaired  if  such  use  of 
equipment  were  not  permitted. 

"(3)  For  purposes  of  this  subsection,  an 
emergency  circumstance  exists  when— 

"(A)  the  size  or  scope  of  the  suspected 
criminal  activity  in  a  given  situation  poses  a 
serious  threat  to  the  interests  of  the  United 
States:  and 

"(B)  the  assistance  described  in  this  sub- 
section would  significantly  enhance  the  en- 
forcement of  a  law  listed  in  subsection  (a).". 

SEC.  3852.  BORDER  INTERDimOS  AITHORIZ.^TION. 

There  is  authorized  to  be  appropriated  for 
fiscal  year  1987  for  the  Customs  Service,  the 
Attorney  General,  the  Coast  Guard,  and 
such  other  agencies  as  determined  by  the 
National  Drug  Enforcement  Policy  Board 
$273,000,000  for  use  to  interdict  illegal  drugs 
along  the  southern  Iwrder  of  the  United 
States. 

Subtitle  S— .Arrest  Authority  for  INS  Officers 
SEC.  3901.  .ARREST  AITHORITY  EOR  INS  OFFICERS. 

(a)  Title  II  of  the  Immigration  and  Na- 
tionality Act  is  amended  by  adding  at  the 
end  thereof  the  following  new  section: 

"GENiatAL  ARREST  AUTHORITY 

"Sec.  294.  Any  officer  of  the  Service  as  the 
Attorney  General  shall  designate  may— 

"(1)  carry  a  firearm: 

"(2)  execute  and  serve  any  order,  warrant, 
subpoena,  summons,  or  other  process  issued 
under  the  authority  of  the  United  States; 

"(3)  make  an  arrest  without  a  warrant  for 
any  offense  against  the  United  States  com- 
mitted in  the  officer's  presence  or  for  a 
felony,  cognizable  under  the  laws  of  the 
United  States  committed  outside  the  offi- 
cer's presence  if  the  officer  has  reasonable 
grounds  to  believe  that  the  person  to  be  ar- 
rested has  committed  or  is  committing  a 
felony;  and 

"(4)  perform  any  other  law  enforcement 
duty  that  the  Attorney  General  may  desig- 
nate.". 

(b)  The  table  of  contents  of  such  Act  is 
amended  by  inserting  after  the  item  relat- 
ing to  section  293  the  following  new  item: 
"Sec.  294.  Genera]  arrest  authority.". 

Subtitle  T— Improved  Drug  Crime  Reporting 
SEC.  3951.  I.MPROVED  DRUG  CRIME  REPORTING. 

(a)  The  Congress- 

(1)  finds  that— 

(A)  the  Bureau  of  Justice  Statistics  cur- 
rently conducts  one  of  the  largest  public 
opinion  survey  programs  in  the  world,  the 
National  Crime  Survey; 


(B)  this  survey,  conducted  by  the  Census 
Bureau,  involves  detailed  field  surveys  of 
60,000  households  and  more  than  100,000  in- 
dividuals who  are  interviewed  twice  a  year 
to  measure  the  amount  of  crime  actually  oc- 
curring (crime  victimization),  as  opposed  to 
that  reported  to  police  through  the  uniform 
crime  reporting  system; 

(C)  currently  the  National  Crime  Report 
does  not  gather  data  involving  drug  abuse  or 
victimization: 

(D)  further,  the  Bureau  of  Justice  Statis- 
tics does  not  act  as  a  clearinghouse  for  the 
gathering  of  data  generated  by  Federal, 
State,  local  enforcement  and  together  crimi- 
nal justice  agencies  on  their  drug  enforce- 
ment activities:  and 

(E)  to  obtain  a  comprehensive  understand- 
ing of  the  dimensions  of  our  crime  problems 
and  enforcement  activities,  one  must  sift 
through  the  annual  reports  of  numerous 
agencies:  and 

(2)  based  on  findings  in  paragraph  (1)  the 
purpose  of  this  Act  is  to  create  a  compre- 
hensive and  timely  data  base  of  the  dynam- 
ics of  the  drug  crisis. 

(b)(l>  The  Bureau  of  Justice  Statistics,  in 
cooperation  with  the  Federal  Bureau  of  In- 
vestigation and  other  Federal  enforcement 
agencies  as  well  as  other  Federal,  State,  and 
local  statistics  gathering  groups,  shall  com- 
pile and  publish  comprehensive  data  on 
drug  trafficking  and  abuse. 

(2)  For  purposes  of  carrying  out  the  provi- 
sions of  paragraph  (1),  the  authorization  for 
the  Bureau  of  Justice  Statistics  for  fiscal 
year  1987  is  increased  by  $3,000,000. 
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TITLE  I.  WHITE  HOUSE  LEGISLATION  WITH 
SUGGESTED  CHANGES  NOTED 

A.  Drug  Free  Federal  Workplace  Act  of  1986 
This  title  amends  the  Rehabilitation  Act 
and  the  Civil  Service  Reform  Act  to  make 
sure  they  do  not  bar  agencies  from  taking 
disciplinary  action  against  Federal  employ- 
ees found  to  be  using  illegal  drugs.  Also  it 
makes  sure  the  term  ■'handicapped",  for 
purposes  of  qualifying  for  benefits,  does  not 
include  someone  whose  only  handicap  is 
current  addiction  to,  or  use  of,  illegal  drugs 
or  alcohol. 

The  Senate  Bill  deletes  the  provision  re- 
lating to  pending  litigation. 

The  Senate  Bill  adds  House  language 
which  instructs  OPM  to  educate  Federal 
employees  as  to  the  dangers  of  drug  abuse 
and  to  the  availability  of  treatment  and  pre- 
vention programs. 

B.  Drug-Free  Schools  Act  of  1986 
The  Bill  contains  a  provision  which  au- 
thorizes a  new  $100  million  state-adminis- 
tered grant  program  to  establish  drug-free 
learning  environments.  The  Bill  also  makes 
clear  that  Federal  law  would  not  bar  an  edu- 
cational institution  from  conducting  a  pro- 
gram of  drug  testing.  The  Administrations 
language  has  been  modified  to  remove  many 
of  the  reporting  requirements  and  restric- 
tions on  the  use  of  the  funds. 

Additionally,  the  Bill  requires  the  designa- 
tion of  an  official  for  drug  abuse  activities 
at  several  departments.  Further,  it  prohibits 
the  awarding  of  Federal  funds  under  this 
Title  to  states  who  prohibit  drug  testing  in 
educational  institutions. 
C.  Substance  Abuse  Services  Amendments  of 
1986 
The  Administration's  Bill  eliminated  vari- 
ous restrictions  now  imposed  on  the  states 
concerning  the  use  of  funds  under  the  alco- 


hol and  drug  abuse  and  mental  health  serv- 
ices grant. 

The  Senate  Bill  would  authorize  appro- 
priations for  the  alcohol,  drug  abuse  and 
mental  health  services  block  grant  of  $600 
million  for  fiscal  year  1988,  and  5%  in- 
creases for  fiscal  year  1989  through  1992.  Of 
these  funds,  the  Secretary,  acting  through 
the  Alcohol.  Drug  Abuse  and  Mental  Health 
Administration,  shall  reserve  $100  million 
for  existing  state  alcohol  and  drug  abuse 
treatment  programs.  Of  this  reserved 
amount.  40  percent  will  be  available  for  pro- 
grams for  "at-risk"  youth. 

The  Bill  also  eliminates  various  restric- 
tions now  imposed  on  states  on  the  uses  of 
funds  under  the  Alcohol  and  Drug  Abuse 
and  Mental  Health  Services  Block  Grant. 

The  Senate  Bill  grants  the  Secretary  of 
Health  and  Human  Services  the  authority 
to  withhold  a  State's  alcohol,  drug  abuse 
and  mental  health  service  block  grant  funds 
if  the  State  decriminalizes  the  possession  or 
distribution  of  harmful  drugs. 

Another  provision  tracks  previously  re- 
ported legislation  from  the  Senate  Commit- 
tee on  Labor  and  Human  Resources,  S.  2595, 
"The  Alcohol.  Drug  Abuse  and  Mental 
Health  Amendments  of  1985"  with  certain 
modifications.  The  modifications  which  in- 
clude the  following: 

"One  year  reauthorization  at  $116  million 
for  the  National  Institute  of  Drug  Abuse 
and  $69  million  for  the  National  Institute 
on  Alcohol  Abuse  and  Alcoholism:  deletion 
of  section  10  and  11;  addition  of  the  follow- 
ing provisions:" 

The  Bill  further  requires  that  the  Secre- 
tary of  Health  and  Human  Services  shall 
prepare  a  National  Plan  to  Combat  Drug 
Abuse. 

The  Bill  establishes  an  Alcohol  and  Drug 
Abuse  Clearinghouse  for  the  dissemination 
of  materials  concerning  education  and  pre- 
vention of  drug  abuse. 

Additionally  we  require  the  Secretary  of 
Health  and  Human  Services,  through  the 
FDA,  to  conduct  a  study  of  alkyl  nitrates 
and  report  to  the  appropriate  Congressional 
committees  as  to  whether  this  substance 
should  be  treated  as  a  drug  under  the  Food, 
Drug  and  Cosmetic  Act.  Further,  no  funds 
under  this  portion  will  be  available  to  any 
state  which  decriminalizes  possession  of 
controlled  substances. 

D.  Drug  Interdiction  and  International  Co- 
operation International  Forfeiture  Ena- 
bling Act  of  1986 

This  subtitle  of  the  Administration  pack- 
age permits  forfeiture  of  property  within 
the  United  States  acquired  from  foreign  un- 
lawful drug  activities.  The  language  from 
the  subtitle  has  been  tracked  in  substantial 
part  in  S.  2683,  the  "Money  Laundering 
Crimes  Act  of  1986",  which  was  included  in 
the  Senate  Democrat  package.  The  House 
package  includes  a  similar  provision  passed 
as  a  McCollum  amendment.  The  Senate 
passed  S.  2683  as  an  amendment  to  the  Debt 
Ceiling  Bill  by  a  vote  of  98-0.  This  provision 
is  folded  into  the  money  laundering  title.  It 
is  essentially  duplicative  of  that  subtitle  and 
need  not  be  included  as  a  separate  subtitle. 

1.  Mansfield  Amendment 
This  section  repeals  the  "Mansfield 
Amendment"  which  prohibits  officers  and 
employees  of  the  United  States  from  partici- 
pating in  narcotics  arrests  in  foreign  coun- 
tries, and  from  the  interrogation  or  pres- 
ence at  the  interrogation  of  a  United  States 
person  arrested  in  a  foreign  country  with  re- 
spect to  narcotics  control,  without  the  writ- 
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ten consent  of  the  person  being  interrogat- 
ed. 

The  Senate  Bill  strikes  the  Administra- 
tion provision  and  inserts  the  Murkowski 
Bill  which  modifies  the  Mansfield  Amend- 
ment by  repealing  the  prohibition  against 
U.S.  drug  agents  being  present  during  an 
arrest.  U.S.  drug  agents  may  be  present  at 
the  interrogation  of  a  U.S.  citizens  only 
upon  the  consent  of  that  citizen. 
2.  Narcotic  Traffickers  Deportation  Act  of 
1986 

This  section  simplifies  the  current  provi- 
sions of  the  Immigration  and  Nationality 
Act  authorizing  the  exclusion  and  de|}orta- 
tion  of  individuals  convicted  of  drug  related 
crimes,  and  specifies  the  violation  of  foreign 
drug  laws  as  grounds  for  deportation  or  ex- 
clusion. The  House  Bill  was  amended  by 
Congressman  Lungren  and  includes  the  Ad- 
ministration language.  The  Senate  Demo- 
crat Bill  does  not  address  this  matter.  The 
Senate  Bill  incorporates  the  concept  of  the 
Administration  proposal  but  uses  the  lan- 
guage offered  by  Congressman  Lungren. 
3.  Customs  Enforcement  Act 

This  subtitle  makes  a  number  of  changes 
in  the  laws  governing  Customs  including  in- 
creasing certain  civil  penalties  and  changing 
the  rules  relating  to  the  sale  of  seized 
assets.  The  Bill  also  substantially  increases 
penalties  relating  to  unmanifested  drugs 
and  other  merchandise,  grants  the  Secre- 
tary specific  authority  to  operate  customs 
facilities  in  foreign  countries  and  grants  the 
authority  to  extend  U.S.  Customs  laws  to 
foreign  locations  with  the  consent  of  the 
country  concerned. 

The  Senate  Bill  modifies  the  language  to 
provide  severe  penalties  directed  at  those  in- 
volved in  the  illegal  transportation  of  drugs. 
Penalties  are  not  inadvertently  imposed  on 
those  aircraft  owners/operators/pilots  who 
are  unconnected  with  the  illegal  drug  trade. 
An  additional  modification  clarifies  that  air- 
craft owners  and  operators  are  liable  for 
fines  only  when  they  participated  in  or  were 
aware  of  the  use  of  their  aircraft  for  the 
transportation  of  illegal  drugs. 

4.  Maritime  Drug  Law  Enforcement 
Prosecution  Improvements  Act  of  1986 

This  section  resolves  prosecutorial  prob- 
lems, which  arise  during  criminal  trials,  re- 
sulting from  the  execution  of  existing  au- 
thority which  allows  the  Coast  Guard  to 
stop  and  board  certain  vessels  at  sea  and 
make  arrests  and  seizures  for  violations  of 
U.S.  laws. 

E.  Anti-Drug  Enforcement 

It  is  important  to  note  that  under  the 
Sentencing  Reform  Act  of  1984,  beginning 
November  1,  1987,  Federal  courts  will  be  re- 
quired to  use  guidelines  established  by  the 
United  States  Sentencing  Commission. 
Amendments  seeking  to  impose  specific  sen- 
tences and/or  fines  for  specific  violations 
will  severely  damage  the  effort  to  bring  con- 
sistency to  fixing  sentences  at  a  level  to 
meet  the  crime. 
1.  Drug  Penalties  Enhancement  Act  of  1986 

This  section  sets  forth  a  series  of  amend- 
ments to  stiffen  penalties  for  large-scale  do- 
mestic drug  trafficking.  The  House  Bill  also 
increases  penalties  for  such  traffickers.  The 
House  Bill  was  subject  to  extensive  amend- 
ment on  the  Floor,  resulting  in  a  patchwork 
of  fines  and  penalties  with  no  coordination 
or  consistency.  Furthermore,  there  has  been 
no  effort  to  take  into  account  sentencing 
guidelines  which  are  soon  to  be  released  by 
the  U.S.  Sentencing  Commission.  According- 
ly, the  House  penalties  may  negate  the  work 


of  the  Commission  in  developing  such  guide- 
lines. Likewise,  the  Senate  Democrats  Bill 
includes  a  section  to  provide  for  stiffer  pen- 
alties. The  Administration's  penalty  provi- 
sions in  this  section  have  been  developed  to 
take  the  guidelines  into  account. 

2.  Drug  Possession  Penalty  Act 

This  section  rewrites  the  penalty  provi- 
sions for  simple  possession  of  controlled 
substances.  These  stiff  new  penalties  in- 
clude increased  fines,  mandatory  imprison- 
ment for  second  time  offenders,  and  repeal 
of  pre-trial  diversion  for  first  offenders.  The 
House  Bill  makes  minimal  changes  to  penal- 
ties for  simple  possession.  The  Senate  Dem- 
ocrat Bill  increases  penalties  for  simple  pos- 
session offenses. 

3.  Death  Penalty  and  Continuing  Drug 
Enterprise 

This  section  provides  for  imposition  of  the 
death  penalty  for  commission  of  certain 
criminal  offenses.  The  offenses  include  an 
intentional  killing  while  engaged  in  a  con- 
tinuing drug  enterprise,  assassination  or  at- 
tempted assassination  of  the  President, 
murder  for  hire,  murder  by  a  Federal  pris- 
oner serving  a  life  sentence,  and  murder  or 
loss  of  life  arising  out  of  a  hostage  taking 
situation.  In  addition,  this  subtitle  sets  up 
constitutional  procedures  for  the  imposition 
of  the  death  penalty  for  all  crimes  for 
which  the  death  penalty  is  currently  provid- 
ed. Among  others,  current  law  provides  for 
imposition  of  the  death  penalty  for  commis- 
sion of  the  crimes  of  treason,  espionage, 
murder,  and  aircraft  piracy.  The  House 
Drug  Bill  provides  for  the  death  penalty 
only  when  an  individual  intentionally  kills 
another  while  engaged  in  a  continuing  drug 
enterprise.  The  Administration's  language 
which  is  similar  to  the  House  Bill  is  includ- 
ed in  the  Senate  Bill.  Additionally,  the 
Senate  Drug  Bill  contains  the  provisions  of 
S.  239,  which  was  reported  by  the  Senate 
Judiciary  Committee  and  is  pending  on  the 
Senate  Calendar.  Similar  legislation  passed 
the  Senate  in  1984. 
United  States  Marshals  Service  Act  of  1986 

This  section  is  substantially  the  same  as  S. 
2044,  introduced  at  the  request  of  the  De- 
partment of  Justice  and  pending  in  the  Ju- 
diciary Committee.  The  Bill  has  been  the 
subject  of  strong  opposition  from  the  Feder- 
al judiciary.  The  substance  of  the  subtitle  is 
only  peripheral  to  drug  enforcement  and 
perceived  by  some  to  threaten  courtroom  se- 
curity. Neither  the  House  nor  the  Senate 
Democrat  Bill  contain  any  similar  provision. 
This  section  is  not  included. 
4.  Controlled  Substances  Import  and  Export 
Penalties  Enhancement  Act  of  1986 

This  section  generally  conforms  penalties 
for  import  and  export  violations  to  those  es- 
tablished elsewhere  in  the  Administration's 
proposal.  Once  again,  in  an  effort  to  strive 
for  consistency  and  encourage  a  comprehen- 
sive approach  to  the  drug  penalty  structure, 
the  Administration's  provisions  are  incorpo- 
rated as  part  of  the  Senate  Bill. 

5.  Juvenile  Drug  Trafficking  Act  of  1986 

This  section  provides  for  additional  penal- 
ties for  persons  who  make  use  of  juveniles 
in  drug  trafficking.  Both  the  House  Bill 
and  the  Senate  Democrat  Bill  address  this 
same  issue.  The  House  language  makes  it  a 
crime  for  the  adult  offender  to  "employ, 
use,  persuade,  induce,  entice  or  coerce  a 
person  under  eighteen"  to  commit  drug  of- 
fenses, whereas  the  Administration's  lan- 
guage requires  that  the  juvenile  "act  in  con- 
cert" with  the  adult  offender.  The  Senate 
proposal    incorporates    the    best    features 


from  both  the  House  Bill  and  the  Adminis- 
tration's language.  It  also  incorporates  lan- 
guage from  the  Senate  Democrats  providing 
enhanced  penalties  for  distribution  to 
minors  and  adds  a  new  concept  providing 
for  enhanced  penalties  for  knowingly  dis- 
tributing to  a  pregnant  individual. 
6.  Chemical  Diversion  and  Trafficking  Act 
of  1986 

This  section  establishes  a  new  system  of 
control  over  the  sales  of  certain  precursor 
and  essential  chemicals  in  the  manufacture 
of  illegal  drugs  through  new  record  keeping, 
reporting,  and  identification  requirements 
designed  to  keep  these  chemicals  out  of  the' 
hands  of  illegal  drug  manufacturers.  The 
House  package  only  provides  for  a  study  to 
determine  the  need  for  legislation  or  regula- 
tion to  control  the  diversion  of  legitimate 
precursor  and  essential  chemicals  to  the  ille- 
gal manufacture  of  drugs.  The  Senate  Dem- 
ocrat package  does  not  include  any  like  pro- 
vision. 

Money  Laundering  Crimes  Act  of  1986 

This  section  of  the  Administration  pack- 
age provides  an  offense  for  laundering  the 
proceeds  of  certain  specified  crimes.  This 
section  closely  tacks  the  language  of  S.  2683, 
which  has  passed  the  Senate  and  is  also  part 
of  the  Senate  Derhocrat  package.  The 
House  package  includes  a  slightly  different 
money  laundering  bill.  S.  2683  was  the  sub- 
ject of  give-and-take  compromise  with  the 
Minority  in  order  to  develop  consensus  legis- 
lation. It  is  very  positive  legislation,  howev- 
er, the  Administration's  language  is  pre- 
ferred. The  Administration's  bill  differs 
from  S.  2683  in  that  it  provides:  enhanced 
protection  for  financial  institutions  which 
disclosed  information:  broader  summons  au- 
thority for  the  Treasury  Department:  and, 
forfeiture  authority  under  title  31  rather 
than  title  18.  The  Senate  bill  adopts  the  Ad- 
ministration's language  with  certain  minor 
amendments.  Since  this  measure  has  been 
passed  in  large  measure  by  the  Senate,  it  ap- 
pears in  the  text  of  the  Bill  in  Title  II. 
Controlled  Substances  Technical 
Amendments  Act  of  1986 

This  section  makes  technical  corrections 
to  the  Controlled  Substances  Act.  The  pro- 
visions of  this  subtitle  were  passed  by  the 
Senate  when  it  passed  S.  1236  on  April  17. 
1986.  The  provisions  of  this  subtitle  are  in- 
cluded in  the  House  Drug  Bill  and  the 
Senate  Democrat  Drug  Bill.  The  pro\'isions 
of  the  Administration's  Drug  Package  is  in- 
cluded in  the  Senate  Bill.  Since  this  meas- 
ure has  been  passed  by  the  Senate,  it  ap- 
pears in  the  text  of  the  Bill  in  Title  II. 
Controlled  Substances  Analogs 
Enforcement  Act  of  1986  (Designer  Drugs) 

This  section  makes  it  unlawful  to  manu- 
facture with  the  intent  to  distribute,  or  to 
possess  "designer  drugs"  intended  for 
human  consumption.  Since  this  measure 
has  been  passed  by  the  Senate,  it  appears  in 
the  text  of  the  Bill  in  Title  II. 

The  Administration  provision  is  identical 
to  S.  1437  as  it  passed  the  Senate  last  De- 
cember, with  the  exception  of  the  addition 
of  conforming  amendments.  These  conform- 
ing amendments  incorporate  the  prohibition 
of  controlled  substances  analogs  elsewhere 
in  the  criminal  code  where  reference  is 
made  to  controlled  substances. 

The  House  Bill  contains  a  provision  simi- 
lar to  S.  1437;  however,  the  definition  of 
controlled  substances  analog  set  forth  in 
H.R.  5246  is  problematic.  The  Senate  Bill 
sets  forth  language  almost  indentical  to  S. 
1437  except  that  the  fines  are  increased 
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from  $250,000  to  $500,000  for  an  individual 
and  $2  million  other  than  individuals. 

7.  Assets  Forfeiture  Amendments  Act  of 
1986 

This  section  of  the  Administration  pack- 
age provides  for  the  forfeiture  of  substitute 
assets  where  the  proceeds  of  a  specified 
crime  are  lost,  beyond  judicial  reach,  sub- 
stantially diminished,  or  commingled.  This 
subtitle  goes  beyond  the  other  proposals  in 
the  Senate  Democrat  package  and  the 
Senate-passed  S.  2683.  both  of  which  only 
provide  for  the  forfeiture  of  traceable 
assets.  The  House  package  does  not  provide 
for  the  forfeiture  of  traceable  or  substitute 
assets. 
8.  Exclusionary  Rule  Limitation  Act  of  1986 

This  section  contains  limitations  on  the 
exclusionary  rule  under  which  Federal 
courts  have  in  the  past  suppressed  or  ex- 
cluded otherwise  admissible  evidence  be- 
cause of  a  determination  that  it  was  ob- 
tained in  an  illigal  manner.  This  proposal  is 
similar  to  S.  1784  which  passed  the  Senate 
in  the  98th  Congress  and  to  S.  237  intro- 
duced by  Senator  Thurmond  in  the  current 
Congress.  The  Administration's  language  is 
preferable  in  that  it  incorporates  a  standard 
which  conforms  most  closely  to  case  law  de- 
cided by  the  Supreme  Court.  The  House  Bill 
was  amended  to  provide  for  a  limited  excep- 
tion to  the  exclusionary  rule.  The  Senate 
Democrat  Bill  contains  no  such  provision. 
F.  Public  Awareness  and  Private  Sector 
Initiatives  of  1986 

This  section  creates  a  narrow,  two  year  ex- 
emption from  the  Competition  in  Contract- 
ing Act  to  allow  payment  of  out-of-pocket 
expenses  for  media  and  publication  prepara- 
tion where  at  least  50  percent  of  the  costs 
are  borne  by  the  private  sector.  It  also  cre- 
ates a  narrow  exemption  to  the  current  pro- 
hibition against  releasing,  for  domestic  audi- 
ences. United  States  Information  Agency 
films,  television  spots,  publications,  etc. 

TITLE  II.  PREVIOUS  SENATE  INITIATIVES 
AGAINST  DRUGS 

A.  S.  630— Federal  Drug  Law  Enforcement 
Agent  Protection  Act  of  1986.  This  Bill  pro- 
vides rewards  to  those  assisting  with  the 
arrest  and  conviction  of  persons  guilty  of 
killing  or  kidnapping  a  Federal  drug  agent. 

B.  S.  850— Common  Carrier  Operation 
Under  the  Influence  of  Alcohol  or  Drugs.  A 
bill  to  make  it  a  Federal  criminal  offense  to 
operate  or  direct  the  operation  of  a  common 
carrier  while  intoxicated  as  a  result  of  using 
alcohol  or  drugs. 

C.  S.  1236— Controlled  Substances  Techni- 
cal Amendments.  Technical  amendments  to 
the  Comprehensive  Crime  Control  Act  of 
1983,  as  modified. 

D.  S.  1298— Indian  Juvenile  Alcohol  and 
Drug  Abuse  Prevention  Act,  with  a  modifi- 
cation adding  additional  law  enforcement 
language  for  the  Bureau  of  Indian  Affairs. 

E.  S.  1437— controlled  Substances  Analogs' 
Enforcement  Act  of  1986.  So-called  Designer 
Drug  Enforcement  Act  as  modified.  Includes 
conforming  amendments  suggested  by  the 
Administration. 

F.  S.  2638— DOD  Authorization  Drug 
Interdiction.  The  bill  includes  the  authori- 
zation language  contained  in  the  Depart- 
ment of  Defense  Authorization  for  fiscal 
year  1987,  which  provides  $227  million  for 
drug  interdiction  by  the  U.S.  Customs  Serv- 
ice and  the  U.S.  Coast  Guard.  The  Senate 
Bill  also  calls  for  a  study  of  drug  use,  treat- 
ment and  education  at  schools  operated  by 
the  Department  of  Defense.  It  also  includes 
language  to  include  driving  while  impaired 
to  the  U.S.  Code  of  Military  Justice. 


G.  S.  2683— Money  Laundering  Crimes  Act 
of  1986. 

TITLE  III.  NEW  INITIATIVES  AGAINST  DRUGS 

A.  White  House  Conference 
Establishes  a  White  House  Conference  on 
Drug  Abuse,  Education,  Prevention  and 
Treatment.  Both  the  House  Bill  and  the 
Senate  Democrat  Bill  call  for  a  White 
House  Conference. 

B.  Commerce 

1.  Railroad  Safety 

PRA  is  directed  to  establish  a  program  for 
the  random  drug  testing  of  railroad  engi- 
neers and  all  employees  directly  responsible 
for  the  safety  of  railroad  operations. 

2.  Air  Safety 

PAA  is  required  to  include  in  any  "drug 
free  workplace  program",  a  requirement 
that  all  air  traffic  controllers  and  other 
agency  personnel  directly  involved  in  air 
safety  submit  to  random  drug  testing.  PAA 
is  also  directed  to  establish  a  program  for 
the  testing  of  airline  pilots,  mechanics,  and 
all  employees  directly  responsible  for  the 
safety  of  flight  operations. 

The  bill  also  adopts  the  House  provision 
which,  establishes  a  Federal  violation  for 
the  use  of  a  forged  or  altered  aircraft  regis- 
tration in  conjunction  with  transporting 
controlled  substances.  Allows  states  to  es- 
tablish criminal  penalties  for  the  use  or  at- 
tempted use  of  forged  or  altered  aircraft 
registration.  States  are  allowed  to  provide 
for  the  seizure  of  aircraft. 

3.  Communications 

The  Federal  Communications  Commission 
is  authorized  to  revoke  licenses  and  seize 
communications  equipment  used  in  drug  re- 
lated activities. 

4.  Highway  Safety 

The  bill  would  establish  a  single,  uniform 
license  for  commercial  bus  and  truck  driv- 
ers. This  would  prevent  commercial  drivers 
who  have  had  licenses  suspended  or  revoked 
in  one  state,  perhaps  for  alcohol  or  drug-re- 
lated incidents,  from  "forum  shopping"  and 
obtaining  a  new  license  in  another  state. 

The  Bill  would  use  a  withholding  of  Fed- 
eral highway  funds  to  encourage  states  to 
participate  in  the  uniform  licensing  system. 
And  would  also:  (1)  increase  from  $20  mil- 
lion to  $60  million  the  authorization  for  the 
Motor  Carrier  Safety  Assistance  Program, 
some  of  such  increase  to  be  used  for  road- 
side testing  of  drivers  for  alcohol  and  drug 
impairment:  (2)  authorize  funding  for  the 
establishment  of  computer  links  between 
states  to  communicate  commercial  driver  li- 
cense information,  including  prior  drug  and 
alcohol  use:  and  (3)  use  of  withholding  of 
Federal  highway  funding  to  encourage  the 
states  to  set  .04  Blood  Alcohol  Content  as 
the  maximum  acceptable  level  for  commer- 
cial drivers  (this  is  the  standard  used  for  air- 
line pilots  and  railroad  engineers).  The  bill 
is  very  similar  to  S.  1903.  which  was  report- 
ed unanimously  by  the  Commerce  Commit- 
tee. 

The  Senate  Bill  also  contains  resolution 
language  that  calls  upon  the  states  to  ad- 
minister, where  there  is  cause  to  do  so,  tests 
of  drivers  suspected  of  driving  under  the  in- 
fluence of  controlled  substances. 

C.  Harmful  Inhalants 
This  section  suggested  by  Senator  Roth 
makes  it  illegal  to  sell  or  advertise  sub- 
stances for  the  purpose  of  becoming  intoxi- 
cated. The  section  only  applies  where  the 
substance  has  traveled  or  is  intended  for 
travel  in  interstate  commerce  or  the  mails. 


The  section  provides  for  a  sentence  of  five 
years  and  a  $250,000  fine. 

D.  Action  Grants 
Current  law  authorizes  approximately  $2 
million  under  the  direction  of  ACTION  for 
volunteer  demonstration  projects,  of  which 
about  $500,000  is  currently  allocated  to  drug 
abuse  prevention,  education  and  treatment 
through  the  use  of  volunteers.  This  provi- 
sion would  increase  the  current  authoriza- 
tion by  $3  million,  which  would  be  ear- 
marked for  expansion  of  the  drug  program. 

E.  Habeas  Corpus  Reform 
This  section  would  curb  the  current  abuse 
of  habeas  petitions  by  providing  that  a  Fed- 
eral court  may  dismiss  a  petition  if  it  has 
been  fully  and  fairly  reviewed  by  the  state 
court.  This  bill  would  also  promote  finality 
of  state  court  decisions  by  requiring  that 
habeas  petitions  be  filed  within  a  certain 
period  of  time.  S.  2301,  which  is  identical  to 
the  language  included  in  this  Bill,  is  pend- 
ing on  the  Senate  Calendar. 

F.  Armed  Career  Criminals 
The  bill  includes  the  language  of  S.  2312. 
Present  law  defines  an  armed  career  crimi- 
nal as  an  individual  who  has  three  or  more 
convictions  for  "robbery  or  burglary". 
Under  current  law,  if  a  career  criminal  is 
convicted  of  possession  of  a  firearm,  he 
must  be  sentenced  to  15  years.  S.  2312, 
which  was  reported  by  the  Senate  Judiciary 
Committee,  redefines  an  armed  career 
criminal  as  an  individual  who  has  three  or 
more  convictions  "for  a  crime  of  violence" 
or  "a  serious  drug  offense,  or  both".  The 
Administration  package  made  no  reference 
to  armed  career  criminals.  The  House  pack- 
age and  the  Senate  Democrat  package  both 
contain  subtitles  relating  to  career  crimi- 
nals. They  are  substantially  similar  to  S. 
2312. 

G.  Prohibition  on  the  Interestale  Sale  and 
Transportation  of  Drug  Paraphernalia 

S.  713,  the  Mail  Order  Drug  Parapherna- 
lia Control  Act.  prohibits  the  sale  and  trans- 
portation of  drug  paraphernalia  through 
the  services  of  the  Postal  Service  or  in  inter- 
state commerce.  It  also  provides  for  the  sei- 
zure, forfeiture,  and  destruction  of  drug 
paraphernalia.  The  Administration  package 
does  not  include  any  drug  paraphernalia 
reference.  Representative  Levine  offered  an 
amendment  to  the  House  package  which  is 
substantially  similar  to  S.  713. 

H.  International  Narcotics  Control  Act  of 
1986 

1.  Retention  of  Title  to  Aircraft  Provided  to 
Mexico 

The  Bill  designates  the  drug  problem  as  a 
high-priority  national  intelligence  collection 
and  action  target  and  directs  the  establish- 
ment of  an  inter-agency  coordinating  com- 
mittee with  representatives  from  all  intelli- 
gence collection  and  analysis  agencies,  to  set 
and  prioritize  drug-related  intelligence  col- 
lection and  action  goals  and  targets  and  co- 
ordinate the  various  drug-related  activities 
of  these  agencies.  The  Bill  also  requires  an 
annual,  classified  report  from  the  DCI  to 
the  Intelligence  Committees  of  both 
Houses,  outlining  what  US  intelligence  has 
done  atx>ut  drugs  the  preceding  year;  what 
it  will  do  in  the  coming  year;  and  what  it 
could  do  if  additional  resources  were  provid- 
ed. 

Given  the  skyrocketing  cost  for  mainte- 
nance of  U.S.  supplied  eradication  and  inter- 
diction aircraft  in  Mexico,  as  well  as  the  in- 
efficiencies of  the  program,  a  section  was 
added  which  states  the  United  States  shall 
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retain  title  of  aircraft  and  lease  them  to  the 
Mexican  government  (modification  of 
House  provision). 

2.  Improving  Law  Enforcement  And  Other 
Narcotics  Control  Activities  Abroad 

a.  Requires  the  President  to  submit  an 
annual  report  to  the  Congress  listing  any 
country: 

1.  Which  engages  in  or  facilitates  the  pro- 
duction or  distribution  of  illegal  drugs. 

2.  Any  senior  officials  of  which  do  so. 

3.  In  which  U.S.  drug  enforcement  agents 
have  suffered  or  been  threatened  with  vio- 
lence. 

4.  Which  has  refused  reasonable  U.S.  re- 
quests for  cooperation  in  anti-drug  pro- 
grams, including  aerial  "hot  pursuit." 

b.  No  U.S.  aid  shall  be  given,  and  U.S.  rep- 
resentatives to  multilateral  development 
banks  shall  oppose  all  aid  from  those  banks, 
to  all  countries  listed,  unless  the  President 
certifies: 

1.  There  is  overriding  national  interest  in 
providing  such  aid. 

2.  The  drug  aid  will  encourage  better  co- 
operation on  drug  programs. 

3.  The  government  of  the  country  has 
adequately  dealt  with  cases  of  violence 
against  U.S.  drug  enforcement  agents. 

Pood  aid  and  drug  enforcement  aid  would 
be  excluded  from  the  prohibition. 

c.  Drugs  are  declared  a  national  security 
problem  and  the  President  is  urged  to  ex- 
plore the  possibility  of  engaging  such  essen- 
tially security-oriented  organizations  as 
NATO  in  cooperative  drug  programs. 

d.  Amends  Foreign  Assistance  Act  requir- 
ing that  willingness  of  foreign  countries  to 
enter  into  Mutual  Legal  Assistance  Treaties 
with  the  United  States  in  order  to  combat 
money-laundering  should  be  factored  into 
Presidential  determinations  of  foreign  as- 
sistance. 

e.  Modifies  FY  1987  conditions  on  assist- 
ance to  Bolivia  in  recognition  of  Bolivian  co- 
operation with  the  United  States  during  Op- 
eration Blast  Furnace.  Places  near  term  em-  • 
phasis  on  continued  Bolivian  cooperation  on 
interdiction  efforts  and  later  assistance  on 
Bolivia's  progress  in  meeting  illicit  crop 
eradication  goals. 

f.  Requires  that  intelligence  agencies  con- 
duct a  sufficient  number  of  aerial  and  other 
surveys  to  insure  that  a  reliable  estimate  of 
illicit  crop  production  levels  may  be  made 
for  the  major  producing  countries. 

g.  Strengthens  the  Latin  American  Ad- 
ministration of  Justice  program  and  permits 
human  rights  training  funds  to  be  provided 
foreign  police  forces. 

h.  Various  technical  amendments. 
J.  Anti-Drug  Trust  Fund 

When  taxpayers  file  their  income  tax  re- 
turns, they  would  be  allowed  to  designate 
that  all  or  part  of  any  refund  due  be  con- 
tributed to  a  Drug  Addition  Prevention 
Trust  Fund.  Taxpayers  may  also  make  addi- 
tional contributions  to  the  Trust  Fund  at 
the  time  they  file  their  tax  returns. 

K.  Freedom  of  Information  Act 

This  section  will  prohibit  public  disclosure 
of  law  enforcement  investigative  informa- 
tion that  could  reasonably  be  expected  to 
alert  drug  dealers  and  organized  crime  of 
law  enforcement  activity  related  to  them.  A 
Drug  Enforcement  Administration  study 
found  that  14%  of  all  drug  enforcement  in- 
vestigations were  significantly  compromised 
or  canceled  due  to  public  disclosure  of  infor- 
mation related  to  these  investigations  and 
informants  involved  in  them.  The  Director 
of  the  FBI  and  the  Department  of  Justice 
support  this  legislation.  As  well,  this  lan- 


guage was   unanimously  approved  by  the 
Senate  in  the  98th  Congress.  The  House 
Drug  Bill  makes  no  reference  to  this  prob- 
lem with  the  Freedom  of  Information  Act. 
L.  National  Forest  System  Drug  Control 
Grants  general  arrest  authority   to  and 
permits  the  carrying  of  firearms  by  desig- 
nated Forest  Service  personnel.  Authorizes 
Forest    Service   personnel    to   enforce   the 
Controlled   Substances  Act.   Prohibits   the 
possession  of  a  firearm  or  the  placement  of 
boobytraps  on  Federal   property  where  a 
controlled  substance  is  manufactured. 
M.  Authorization  of  Appropriations  for 
Drug  Law  Enforcement 
1.  Drug  Enforcement  Administration 
The  FY   1987  Commerce,  Justice.  State, 
the  Judiciary  and  Related  Agencies  Appro- 
priations Bill  appropriated  $427  million  for 
the  DEA.  this  is  $15  million  more  than  was 
appropriated  by  the  House.  We  recommend 
an  additional  $45  million  be  authorized. 
2.  Federal  Prison  System 
The  Senate  FY  1987  Commerce,  Justice. 
State  Appropriations  bill  appropriated  $129 
million  for  prison  construction  compared  to 
$122.5  million  in  the  House  bill.  We  recom- 
mend an  additional  $50  million  be  appropri- 
ated for  these  purposes. 

Additionally,  we  would  recommend  that 
an  additional  $28  million  be  appropriated  to 
finance  the  subsistance  costs,  medical  care, 
and  prison  guards  associated  with  an  in- 
creased prison  population. 

3.  The  Judiciary.  Defender  Senices 
The  FY  1987  Senate  Commerce,  Justice, 
Appropriations  bill,  etc.,  appropriated  $70 
million  as  compared  with  the  House  bill 
which  appropriated  $68.3  million.  We  would 
recommend  an  additional  $18  million  be  ap- 
propriated. 

4.  The  Judiciary.  Pees  for  Jurors  and 
Commissioners 
The  Senate  FY  1987  Commerce.  Justice, 
etc..  Appropriations  Bill  appropriated  $47 
million  "as  compared  to  the  $44.6  million  ap- 
propriated by  the  House.  We  would  recom- 
mend an  additional  $7.5  million  be  appropri- 
ated. 

5.  Drug  Education  Program  Abroad 
Authorizes  an  additional  $3   million  for 
AID  and  $2  million  for  USIA  devoted  solely 
for  drug  education  programs  abroad. 
6.  Narcotics  Control  Assistance 
The  bill  increases  the  narcotics  foreign  as- 
sistance authority  for  FY  1987  by  $45  mil- 
lion, $10  million  of  which  is  for  eradication 
and  interdiction  aircraft  for  use  primarily  in 
Latin  America  (modifiction  of  House  provi- 
sion). 

Additionally.  $1  million  of  narcotics  assist- 
ance funds  in  earmarked  for  research  on  de- 
veloping an  aerial  herbicide  for  coca  (House 
provision). 

N.  Controlled  Substances  Production 
Control 
Extends  currenty  exclusion  from  receiving 
payments  or  loans  if  found  guilty  of  cultiva- 
tion of  controlled  substances  from  4  years  to 
9  years,  and  establishes  rewards  for  infor- 
mation leading  to  the  conviction  of  those 
cultivating  controlled  substances. 

O.  State  and  Local  Narcotics  Control 
Assistance 
Provides  $100  million  in  grant  funds,  in  a 
50%  matching  formula,  to  state  and  local 
enforcement  agencies  to  be  used  for  Investi- 
gation, arrest,  and  prosecution  of  drug  of- 
fenders. 


P.  Studies 


1.  Study  on  the  Use  of  Existing  Federal 

Buildings  as  Prisons 
The  Administrator  of  General  Services 
and  the  Secretary  of  Defense  shall  jointly 
conduct  a  study  to  identify  any  building 
owned  or  operated  by  the  United  States 
which  could  be  used,  or  modified  for  use.  as 
a  prison  by  the  Federal  Bureau  of  Prisons. 

2.  Drug  Law  Enforcement  Cooperation 

Study 
The  National  Drug  Enforcement  Policy 
Board,  in  consultation  with  the  National 
Narcotics  Border  Interdiction  System  and 
state  and  local  law  enforcement  officials, 
shall  study  Federal  drug  law  enforcement 
efforts  and  make  recommendations.  The 
Board  Shall  report  to  Congress  within  180 
days  of  enactment  of  this  subtitle  on  its 
findings  and  conclusions. 

3.  Uniform  Crime  Reports  and  National 

Victimization  Survey 

Directs  the  inclusion  of  drug  offenses  as 
Part  I  offenses  in  the  Uniform  Crime 
Report,  and  expands  the  National  Victim- 
ization Survey  to  include  victimization  of 
drug  use. 

4.  Narcotic  Assistance  Study 

GAO  is  mandated  to  conduct  a  study  of 
our  narcotic  assistance  programs  (House 
provision). 

R.  Border  Interdiction 
1.  Department  of  Defense 

The  first  section,  by  slightly  amending  ex- 
isting statutes,  provides  for  the  limited  use 
of  the  military  in  drug  interdiction.  Current 
law  allows  the  use  of  military  equipment 
and  personnel  to  enforce  violations  of  the 
Controlled  Substances  Act.  upon  the  decla- 
ration of  an  emergency  circumstance  by  the 
Attorney  General  and  Secretary  of  Defense. 
An  emergency  circumstance  "may  be  deter- 
mined" to  exist  only  when  (1)  the  size  or 
scope  of  the  suspected  criminal  activity  in  a 
given  situation  poses  a  serious  threat  to  the 
interests  of  the  United  States;  and  (b)  en- 
forcement of  the  law  would  be  seriously  im- 
paired if  assistance  was  not  provided.  The 
Senate  bill  changes  the  language  to  state: 
"an   emergency   circumstance  exists   when 

Further,  current  law  provides  that  the 
military  may  not  be  used  to  interdict  or  to 
interrupt  the  passage  of  vessels  or  aircrafts. 
The  Senate  Bill  allows  military  personnel  to 
intercept  for  the  purpose  of  identifying, 
monitoring,  and  communicating  the  loca- 
tion and  movement  of  vessels  until  such 
time  as  Federal,  state,  or  local  law  enforce- 
ment officials  can  assume  responsibility. 

2.  Additional  Funds  for  Southern  Border 
Initiative 

The  Administration  has  identified  a  need 
for  a  total  of  $400  million  for  the  Southwest 
Border  Initiative.  In  addition,  the  Adminis- 
tration l)elieves  the  Southeast  Border  Initia- 
tive may  cost  $100  million.  Title  II  of  the 
Senate  bill  provides  $227  million  contained 
in  the  Senate-passed  DOD  Authorization 
Bill,  an  additional  $273  million  is  provided 
for  a  Southern  Border  Initiative,  bringing 
the  total  to  $500  million. 

Civil  Penalty  for  Importing  Drugs 

For  purpose  of  assessing  a  civil  penalty  for 
the  illegal  importation  of  controlled  sub- 
stances, the  Customs  Service  is  authorized 
to  assign  a  value  equal  to  the  street  value  of 
the  controlled  substance.  And  the  civil  pen- 
alty for  such  importation  will  be  two  times 
the  street  value.  This  is  relevant  also  to  the 
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payments  to  informants  since  their  inform- 
ants fee  will  be  based  on  such  a  street  value. 

ImmigTation  and  NatUTOlization  Service 

Provides  general,  as  opposed  to  limited, 
arrest  authority  to  agents  in  the  Immigra- 
tion and  Naturalization  Service. 
Tariff  Changes 

The  bill  also  includes  a  provision  which  re- 
quires that  GSP  status  be  withdrawn  from 
countries  that  do  not  cooperate  in  drug  con- 
trol efforts. 

Cop  Removai  From  Forfeiture  Funds 

The  Department  of  Justice  has  a  forfeit- 
ure fund  generated  from  seizures  of  assets 
in  drug  related  prosecutions.  The  assets  con- 
sists of  cash  and  proceeds  of  sales  of  these 
assets.  By  law.  these  funds  can  be  used  for 
certain  law  enforcement  purposes.  However, 
there  is  a  cap.  administered  by  the  Appro- 
priations Committee,  on  how  much  of  the 
funds  can  be  used  each  year.  This  cap  un- 
dercuts the  basic  purposes  of  the  funds  to 
have  the  seized  proceeds  of  criminal  activi- 
ties help  finance  the  war  on  crime. 

The  Senate  Bill  would  remove  the  cap  on 
the  fund  and  would  remove  it  from  the 
budget  allocation  process.  The  bill  would 
not  prevent  the  funds  from  being  seques- 
tered, if  there  were  a  sequester. 

Mr.  THURMOND.  Mr.  President.  I 
rise  today  in  support  of  the  compre- 
hensive antidrug  package  introduced 
by  the  Senate  Republicans. 

Drugs  are  menacing  our  Nation.  The 
drug  problem  is  undoubtedly  one  of 
the  most  serious  facing  this  country. 
The  facts  about  drug  abuse  are  brutal. 
There  are  about  500,000  hard-core 
heroin  users  in  the  United  States. 
There  are  between  4  and  5  million 
Americans  who  use  cocaine.  From  1975 
to  1984,  the  amount  of  cocaine  smug- 
gled into  the  United  States  quadru- 
pled. In  1984,  the  drug  empire  brought 
into  the  United  States  10  tons  of 
heroin,  85  tons  of  cocaine,  and  about 
15,000  tons  of  marijuana.  This  does 
not  include  the  substantial  domestic 
production  of  narcotics. 

The  cost  of  drugs  on  our  society  is 
tremendous;  in  1983  the  estimated 
total  cost  was  almost  $60  billion,  based 
on  the  cost  of  treatment  and  support, 
mortality,  reduced  productivity,  lost 
employment,  and  related  costs.  Drugs 
on  the  job  and  in  the  school  are  quite 
pervasive  and  of  most  concern.  Drug 
dependent  workers  are  38  percent  less 
productive  than  their  peers,  according 
to  a  National  Institute  on  Drug  Abuse 
study.  In  1985,  61  percent  of  all  high 
school  seniors  had  tried  at  least  one  or 
more  illicit  drug. 

We  are  beginning  to  see  a  fundamen- 
tal change  in  the  attitude  of  the 
American  people  toward  the  use  of  il- 
legal drugs.  Across  the  country  indi- 
vidual citizens,  private  organizations, 
community  groups,  public  agencies  are 
all  working  to  reestablish  a  moral  cli- 
mate in  which  drug  use  is  not  just  ille- 
gal, but  socially  and  ethically  unac- 
ceptable. One  highly  visible  example  is 
the  work  of  First  Lady  Nancy  Reagan. 
With  her  help.  10,000  "Just  Say  No" 
clubs  have  been  established  across  the 
country.  The  campaign  against  drugs 


has  made  front  page  news  and  has 
been  the  hot  topic  on  talk  shows 
lately. 

Today  the  Senate  Republicans  are 
introducing  a  comprehensive  drug  bill. 
This  is  not  a  new  initiative  for  the 
Senate,  but  rather  a  continuation  of 
our  long-term  efforts  to  deal  with  this 
national  crisis.  We  are  proud  of  our 
record  in  this  regard. 

Since  the  elections  of  1980,  when  the 
Republicans  won  a  majority  in  the 
Senate,  the  Congress  has: 

Passed  the  Comprehensive  Crime 
Control  Act  of  1984,  making  it  a  Fed- 
eral crime  to  distribute  a  controlled 
substance— an  illegal  drug— within 
1,000  feet  of  a  school: 

Enacted  the  International  Narcotics 
Control  Act  of  1985; 

Dramatically  strengthened  interdic- 
tion and  enforcement; 

Established  the  National  Drug  En- 
forcement Policy  Board  to  focus  the 
national  campaign  against  illegal 
drugs: 

Barred  money  for  any  country  certi- 
fied by  the  President  as  failing  to  take 
adequate  measure  to  prevent  cultiva- 
tion or  transfer  of  narcotics; 

Passed  the  Military  Justice  Act  of 
1983.  which  made  drug  dealing  in  the 
Armed  Forces  punishable  by  court 
martial; 

Directed  Attorney  General  to  draft 
model  law  for  States  to  act  against  co- 
caine "freebase"  houses  as  centers  of 
the  drug  trade; 

Made  illegal  the  investment  of 
income  from  a  felony  drug  offense: 
and 

Reformed  the  lenient  Federal  bail 
system,  so  that  drug  abuse  by  a  con- 
victed person  will  be  considered  in  bail 
decisions— Bail  Reform  Act  of  1984. 

The  Senate  has  continued  its  aggres- 
sive campaign  against  drug  abuse  in 
this  Congress.  Unfortunately,  the 
House  has  failed  to  act  on  many  of 
these  important  Senate-passed  bills: 

In  March  1985.  the  Senate  passed 
the  Federal  Drug  Law  Enforcement 
Agent  Protection  Act.  to  provide  re- 
wards to  anyone  who  helps  in  the 
arrest  and  conviction  of  persons  guilty 
of  killing  or  kidnaping  a  Federal  drug 
agent. 

In  November  1985.  the  Senate 
passed  a  bill  making  it  a  Federal  crimi- 
nal offense  to  operate  or  direct  the  op- 
eration of  a  common  carrier  while  in- 
toxicated or  under  drug  influence. 

Last  April,  the  Senate  passed  S. 
1236,  tightening  up  on  penalties  for 
certain  drug-related  crimes. 

Last  December,  the  Senate  passed 
the  Indian  Juvenile  Alcohol  and  Drug 
Abuse  Prevention  Act. 

Last  December,  the  Senate  passed  S. 
1437.  a  bill  to  fight  the  spread  of  "de- 
signer drugs." 

Last  July,  the  Senate  adopted  a 
D'Amato  amendment  to  House  Joint 
Resolution  668  that  cracks  down  on 


the  money  laundering  essential  to  the 
operations  of  the  drug  empire. 

The  legislation  being  introduced  by 
the  Senate  Republicans  today  incorpo- 
rates these  bills  as  well  as: 

A  constitutional  procedure  for  the 
imposition  of  the  death  penalty; 

Limitation  on  the  exclusionary  rule; 

Habeas  corpus  reform; 

Enhanced  penalties  for  large-scale 
drug  trafficking; 

Enhanced  penalties  for  possession  of 
drugs;  and 

Authorization  of  moneys  for  con- 
struction of  one  new  prison. 

We  expect  to  see  quick  action  on  this 
bill  in  the  Senate  and  hope  our  col- 
leagues in  both  the  Senate  and  the 
House  will  join  us  in  sending  a  power- 
ful bill-to  the  President's  desk. 
•  Mr.  MATTINGLY.  Mr.  President,  I 
am  pleased  to  join  the  majority  leader 
and  a  number  of  my  colleagues  in  co- 
sponsoring  the  Drug  Control  Act 
today  and  hope  that  the  full  Senate 
will  soon  consider  a  comprehensive 
drug  control  measure  such  as  this. 

Many  of  us  have  been  asserting  for  a 
long  time  that  the  drug  problem  in 
America  is  the  most  serious  that  we 
face— that  it  is  a  crisis.  The  American 
people  have  told  us  that  they  believe 
it  to  be  so.  While  putting  an  end  to  the 
drug  crisis  will  require  a  cooperative 
effort  among  us  all— parents,  teachers, 
young  people,  community,  business 
and  church  leaders,  and  elected  offi- 
cials—we in  Congress  have  a  special  re- 
sponsibility. We  must  lead  and  we 
must  act. 

This  legislation  represents  a  coordi- 
nated and  comprehensive  approach.  It 
addresses  the  areas  of  education,  pre- 
vention and  treatment,  interdiction, 
enforcement,  international  coopera- 
tion, criminal  and  civil  penalty,  and  ju- 
dicial reform.  All  are  important  com- 
ponents of  this  overall  strategy  and 
deserve  our  attention.  I  want  to  speak 
briefly  about  one  of  those  areas  today. 

Over  the  past  several  years  I  have 
spoken  often  with  my  fellow  Geor- 
gians about  the  drug  issue,  and  I  have 
asked  what  steps  they  think  ought  to 
be  taken  to  rid  this  country  of  drugs. 
Time  and  again,  my  constitutents  have 
replied  that  they  believe  that  stricter 
penalties  should  be  enacted  for  those 
who  traffic  in  drugs— those  who  put 
profit  above  all  else,  who  tear  apart 
the  fabric  of  our  society  and  destroy 
lives.  I  believe  that  enhanced  and 
stricter  penalties  are  an  essential  part 
of  this  bill. 

I  am  particularly  pleased  that  the 
package  contains  a  provision  which 
will  provide  for  the  imposition  of  the 
death  penalty  for  those  who  intention- 
ally cause  the  death  of  another  in  the 
course  of  a  continuing  criminal  enter- 
prise drug  offense.  I  have  introduced 
separate  legislation,  S.  2805,  dealing 
with  the  issue,  and  our  colleagues  in 
the  House  of  Representatives  recently 
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passed   a  similar  amendment  by   an 
overwhelming  margin. 

The  death  penalty  for  drug  dealers 
provision  is  targeted  to  drug  king- 
pins—in my  view  the  most  vicious  of 
criminals  whose  actions  are  often  vio- 
lent and  put  the  public,  especially  in- 
nocent children,  at  risk.  I  cannot  think 
of  words  strong  enough  to  describe  the 
contempt  I,  and  I  believe  the  majority 
of  the  American  public,  feel  toward 
them. 

Mr.  President,  there  will  be  opportu- 
nity during  debate  on  the  drug  control 
package  to  discuss  this  and  other  pro- 
visions in  greater  detail.  At  this  point  I 
would  just  say  again  that  I  am  pleased 
to  be  part  of  this  effort.  I  believe  we 
have  the  strong  support  of  the  Ameri- 
can people  and  a  responsibility  to 
them  to  act.* 

•  Mr.  ABDNOR.  Mr.  President,  I  am 
pleased  to  join  with  the  distinguished 
majority  leader.  Senator  Dole,  and 
others  in  sponsoring  the  Drug  Control 
Act  of  1986. 

Mr.  President,  this  legislation  is  es- 
sential to  a  well-targeted,  comprehen- 
sive war  on  drugs.  We  must  all  work 
together  to  rid  our  society  of  the  seri- 
ous drug  problem  which  threatens  to 
destroy  our  Nation's  future.  I  wish  to 
emphasize,  however,  that  many  of  us 
have  already  been  engaged  in  the 
battle  against  drugs.  For  the  past  5 
years,  our  First  Lady,  Nancy  Reagan, 
has  devoted  her  time  and  attention  to 
convincing  our  youth  to  "Just  Say  No" 
to  drugs.  I  commend  Mrs.  Reagan  for 
her  dedication  to  this  effort  and  I  look 
forward  to  her  leadership  and  guid- 
ance as  we  all  work  together  to  esca- 
late the  war  on  drugs. 

Another  woman  has  demonstrated 
great  leadership  in  fighting  substance 
abuse  since  coming  to  the  U.S.  Senate: 
Senator  Paula  Hawkins  has  been 
building  her  militia  against  drugs  for 
nearly  6  years.  As  the  chairman  of  the 
Senate  Labor  and  Human  Resources 
Subcommittee  on  Children,  Family, 
Drugs  and  Alcoholism,  I  know  we  can 
count  on  her  continued  vigilance  in 
our  Nation's  attack  on  drugs. 

As  the  chairman  of  the  Senate  Ap- 
propriations Subcommittee  on  Treas- 
ury, Postal  Service,  and  General  Gov- 
ernment, I,  too,  have  been  in  the  front 
lines  of  the  fight  against  illegal  drugs. 
The  distinguished  Senator  from  Arizo- 
na, Senator  DeConcini,  who  serves  as 
ranking  minority  member  of  the  sub- 
committee, and  I  have  fought  to  pro- 
vide the  Customs  Service  with  the 
manpower  and  equipment  it  needs  to 
curb  the  flow  of  illegal  drugs  across 
our  Nation's  borders— I  say  "fought," 
Mr.  President,  because  we  have  had 
sharp  disagreements  with  the  adminis- 
tration over  funding  for  this  vital 
agency.  Now,  given  the  sincere,  per- 
sonal commitment  of  President  and 
Mrs.  Reagan  to  the  war  on  drugs,  I  am 
hopeful  those  disagreements  are  well 
behind  us. 


Mr.  President,  I  am  privileged  to 
work  closely  with  my  friend  from  Ari- 
zona who  also  serves  with  Senator 
Hawkins  as  cochair  of  the  Senate 
Drug  Enforcement  Caucus.  He  is  truly 
a  leader  in  the  fight  against  drugs. 
The  success  we  have  had  to  date,  and 
the  degree  to  which  we  succeed  in  cur- 
tailing drug  abuse  via  this  new  legisla- 
tive initiative,  is  dependent  upon  a 
strong,  bipartisan  commitment  to  the 
war  on  drugs. 

While  a  great  deal  of  my  personal  in- 
volvement in  combating  drug  abuse 
has  centered  on  the  interdiction  as- 
pects of  the  problem,  I  cannot  over- 
emphasize the  need  for  a  three- 
pronged  attack  on  drugs:  Interdiction, 
education  for  prevention,  and  inter- 
vention/treatment. No  matter  how  ef- 
fective our  interdiction  efforts,  we  will 
never  succeed  in  stopping  the  flow  of 
illegal  drugs  as  long  as  the  tremendous 
demand  for  drugs  persists.  Thus,  edu- 
cation for  prevention  is  a  key  element 
in  our  war  on  drugs.  It  offers  the  most 
effective,  yet  least  expensive,  means 
for  fighting  substances  abuse. 

We  must  do  all  we  can  to  provide 
help  to  the  victims  of  substance  abuse. 
Effective  treatment  programs  must  be 
coupled  with  appropriate  intervention 
efforts.  While  I  support  tougher 
penalties  for  those  who  process,  traf- 
fic, and  sell  illegal  substances,  I  believe 
we  must  facilitate  an  environment  in 
which  those  who  suffer  from  sub- 
stance abuse  are  encouraged  to  seek 
help. 

Finally,  we  must  continue  to  im- 
prove our  interdiction  efforts,  not  only 
through  enhancement  of  our  enforce- 
ment capabilities,  but  also  by  working 
with  the  countries  whose  economies 
have  come  to  depend  on  the  illegal 
drug  trade. 

Mr.  F»resident,  this  legislation  calls 
for  such  a  three-pronged  attack.  I  look 
forward  to  working  with  the  majority 
leader  and  our  colleagues  from  both 
sides  of  the  aisles  to  approve  as  quick- 
ly as  possible  a  comprehensive  strate- 
gy to  combat  substance  abuse— abuse 
of  both  drugs  and  alcohol.  During 
hearings  I  conducted  in  August  1985  in 
Rapid  City  and  Sioux  Falls,  SD,  wit- 
nesses testified  that  in  South  Dakota, 
alcohol  abuse  is  more  prevalent  than 
abuse  of  illegal  drugs,  and  the  problem 
on  our  Indian  reservations  is  acute. 

In  conclusion,  Mr.  President,  I  be- 
lieve the  following  statements  from 
two  high  school  students,  who  testi- 
fied at  my  Rapid  City  hearing  con- 
cerning their  efforts  to  reach  out  to 
younger  children  who  might  be  tempt- 
ed to  use  drugs  or  alcohol,  illustrate 
the  seriousness  of  this  threat  to  our 
youth: 

Michelle:  "Well,  a  girl  told  us  . . .  she 
tried  angel  dust  when  she  was  8  years 
old." 

Kim:  "Michelle  said  earlier  that  it 
needs  to  start  in  kindergarten,  the 
education.  I  think  we  did  it  with  smok- 


ing and  we  have  ...  far  fewer  people 
smoking.  I  think  it  has  to  start  in  kin- 
dergarten and  it  has  to  be  emphasized 
all  the  way  through.  It's  too  late  really 
in  junior  high." 

Let's  not  wait  until  it's  too  late.  Let's 
devote  the  time,  the  attention,  and  the 
resources  necessary  to  wage  a  success- 
ful war  on  drugs  now.« 
•  Mrs.   HAWKINS.   Mr.   President,   I 
support  the  Drug  Control  Act  of  1986 
of  which  I  am  proud  to  be  a  cosponsor. 
It  is  a  good  bill,  a  comprehensive  bill 
aimed  at  dealing  telling  blows  to  the 
multibillion-dollar  a  year  illegal  nar- 
cotics industry.  We  need  tough  anti- 
drug legislation  and  we  need  it  now.  I 
thoroughly    agree    with    our    distin- 
guished majority  leader  when  he  says: 
"People  want  answers,  not  just  p>oli- 
tics."  People  do  want  answers  to  the 
drug  scourge  which  is  engulfing  our 
Nation,    leaving    in    its    wake    spent 
bodies,  broken  homes,  economic  chaos 
and  corruption  of  our  institutions.  The 
American   people  want  answers,   and 
they  want  results.  They  are  tired  of 
talking,,  and  research,  and  statistics. 
They  are  tired  of  authorities  wringing 
their  hands,  saying  they  are  powerless 
to  do  anything.  The  proliferation  of 
drugs   is  a  national   issue  which   de- 
mands a  national  solution.  The  people 
are  looking  to  Washington  to  provide 
the  leadership  needed  to  fuel  an  ^all- 
out  offensive  in  the  war  against  drugs. 
This  bill  provides  tougher  penalties 
for  drug-related  activities  and  trans- 
portation of  illicit  narcotics.  We  need 
to  get  the  message  through  loud  and 
clear  to  the  smugglers  that  we  are  not 
going  to  tolerate  drug  trafficking.  We 
have    had    enough.    The    bill    cracks 
down  on  money  laundering,  which  is 
financial  sleight-of-hand  that  enables 
traffickers  to  conceal   the   assets  of 
their  nefarious  business  and  to  finance 
further  expansion  of  their  operations. 
The  bill  sends  a  signal  to  those  who 
would  profit  from  "designer  drugs"— 
chemical    look-alikes    which    produce 
the  same  effect  as  dangerous  and  ille- 
gal narcotics. 

The  bill  paves  the  way  for  the  U.S. 
Government  to  take  disciplinary 
action  against  Federal  employees  who 
use  drugs  and  gives  the  green  light  to 
schools  to  test  students  for  drug  use. 

Mr.  President,  I  said  this  is  a  good 
bill.  It  is  not  a  perfect  bill.  I  have  some 
reservations.  Even  with  passage  of  this 
bill,  I  don't  think  we  would  be  putting 
enough  resources  into  the  fight.  The 
war  on  drugs  needs  more  ammunition. 
In  my  opinion,  the  proposed  allocation 
for  drug  education  is  not  adequate. 
The  campaign  against  drugs  has  got  to 
start  in  the  home  and  the  schools.  If 
we  wait  until  kids  hit  the  streets  as 
teenagers,  it's  too  late. 

In  addition,  I  believe  that  it  is  essen- 
tial that  we  make  more  effective  use  of 
the  military  in  the  war  on  drugs.  We 
have  come  a  long  way  in  the  past  2 
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years  on  this  point,  but  not  far 
enough.  This  bill  would  empower  our 
Armed  Forces  to  track  and  identify 
planes  and  ships  suspected  of  carrying 
drugs.  It  is  disappointing  to  me  that  it 
does  not  go  further— I  would  like  to 
see  the  military  seize  drug-carrying 
aircraft  and  boats  at  our  borders. 

Mr.  President,  this  is  a  solid  bill  in 
need  of  some  important  additions.  But 
it  is  a  good  start,  and  on  that  basis  it 
has  my  support.* 

•  Mr.  DENTON.  Mr.  President,  I  rise 
to  express  my  strong  support  for  the 
Drug  Control  Act  of  1986.  I  am  proud 
to  be  an  original  cosponsor  of  this  leg- 
islation, which  represents  the  com- 
bined efforts  of  the  Senate  and  the 
Reagan  administration  for  addressing 
the  problem  of  illegal  drug  use  in  our 
society. 

The  problem  is  one  of  massive  pro- 
portions, a  malignant  cancer  which  is 
infecting  every  segment  of  our  socie- 
ty—and the  cancer  continues  to  grow. 

The  use  of  illegal  drugs  has  had  a 
debilitating  effect  on  a  whole  genera- 
tion. Billions  of  untaxed  dollars  are  di- 
verted to  the  coffers  of  organized 
crime.  Theft,  burglary,  robbery,  and 
even  murder  increase  as  drug  users 
turn  to  crime  to  support  their  addic- 
tions. Law  enforcement  agencies  are 
forced  to  spend  more  of  their  precious 
resources  fighting  drug  trafficking  and 
drug  related  crime  at  a  time  in  our  Na- 
tion's history  when  unprecedented 
budget  deficits  have  strained  those  re- 
sources to  their  absolute  limits. 

The  battle  against  drug  abuse  must 
be  waged  on  many  fronts,  both  at 
home  and  abroad,  and  the  legislation 
introduced  today  is  an  attempt  to  con- 
front the  enemy  in  all  its  heinous 
forms. 

Domestically,  the  bill  contains  provi- 
sions to  help  rid  the  workplace  and 
our  schools  of  illegal  drugs.  Drug  use 
adversely  affects  the  performance  of 
workers  in  all  levels  of  both  the  public 
and  private  sectors  of  the  work  force, 
which  ultimately  erodes  the  productiv- 
ity of  our  national  economy.  In  addi- 
tion, persons  Jmpaired  by  drug  use  se- 
riously jeopardize  the  safety  of  their 
coworkers  in  many  instances.  The  bill 
would  amend  Federal  law  to  assist 
both  the  Government  and  private  em- 
ployers in  getting  rid  of  drugs  in  the 
workplace. 

Recognizing  that  the  individual 
States  are  on  the  front  lines  of  dealing 
with  the  day-to-day  problems  of  drug 
abuse  prevention  and  treatment,  the 
bill  authorizes  Federal  block  grant 
funds  to  the  States  for  alcohol,  drug 
abuse,  and  mental  health  services.  The 
bill  also  eliminates  various  restrictions 
on  the  use  of  those  funds,  thus  giving 
the  States  the  flexibility  they  need  in 
combating  alcohol  and  drug  abuse. 

The  bill  will  also  assist  the  States  in 
ending  drug  use  in  elementary  and  sec- 
ondary schools  through  programs  de- 
signed both  to  prevent  drug  abuse  and 


to  detect  and  treat  those  students  who 
are  already  using  drugs. 

It  is  in  our  schools  that  we  see  per- 
haps the  most  tragic  dimension  of  the 
problem  of  drug  abuse.  Here,  drug 
dealers  prey  upon  the  most  vulnerable 
members  of  our  society.  Many  young 
lives  which  should,  by  all  rights,  be 
flourishing  in  the  school  environment 
are  robbed  of  their  minds,  their 
health,  and  their  ambition  by  the 
poison  of  drugs.  Here  the  criminal  and 
inhumane  greed  of  the  drug  dealers  is 
most  starkly  revealed. 

It  is  the  motivation  for  these  dealers 
of  death  that  must  be  impaired.  Their 
expectation  of  profit  must  be  clearly 
outweighed  by  the  certainty  of  strong 
punishment  for  their  activities. 

The  Drug  Control  Act  provides 
much  stronger  penalties  for  drug  deal- 
ing which  are  designed  to  strike  at  the 
sources  of  the  illicit  traffic.  The  bill 
increases  the  maximum  prison  terms 
and  provides  for  mandatory  minimum 
prison  terms  for  large-scale  drug  traf- 
fickers. It  also  provides  for  the  imposi- 
tion of  the  death  penalty  on  those 
who  commit  murder  in  connection 
with  continuing  drug  enterprises  and 
other  serious  crimes. 

As  important  as  stiffer  penalties  are, 
they  will  be  meaningful  only  if  we  can 
ensure  the  certainty  and  finality  of 
criminal  convictions  through  the  judi- 
cial process.  In  that  regard,  the  bill 
makes  two  much-needed  reforms. 
First,  it  modifies  the  exclusionary  rule 
by  providing  for  the  admissability  at 
trial  of  evidence  obtained  in  the  rea- 
sonable, good  faith  belief  that  the 
search  or  seizure  which  produced  the 
evidence  was  in  conformity  with  the 
requirements  of  the  fourth  amend- 
ment to  the  Constitution.  Far  too 
often,  the  exclusionary  rule  has  result- 
ed in  a  windfall  for  the  criminal,  who 
walks  away  from  court  unscathed  de- 
spite the  existence  of  reliable  evidence 
of  guilt. 

Second,  the  bill  would  promote  the 
finality  of  State  court  judgments  by 
requiring  that  habeas  corpus  petitions 
be  filed  within  a  certain  period  of  time 
and  providing  that  a  Federal  court 
may  dismiss  a  petition  if  it  has  been 
fully  and  fairly  reviewed  by  a  State 
court. 

The  flow  of  illegal  drugs  into  the 
United  States  cannot  be  curbed  with- 
out the  involvement  of  many  other 
countries.  Accordingly,  the  bill  con- 
tains provisions  to  promote  U.S.  coop- 
eration with  foreign  governments  and 
law  enforcement  agencies  in  combat- 
ting illegal  drug  production  and  traf- 
ficking. It  also  provides  for  the  curtail- 
ment of  U.S.  aid  to  countries  which 
refuse  to  cooperate  with  our  antidrug 
programs. 

The  Drug  Control  Act  of  1986  recog- 
nizes the  complexity  of  the  drug  prob- 
lem and  takes  the  necessary  multidi- 
mensional approach  to  it.  It  is  intend- 
ed to  help  cut  off  the  supply  of  illegal 


drugs  while,  at  the  same  time,  drying 
up  the  demand  for  them  in  this  coun- 
try. In  short,  it  will  provide  the  means 
"to  fight  to  win  "  against  drug  traffick- 
ing and  abuse. 

This  legislation  is  the  last  opportuni- 
ty the  99th  Congress  has  to  deal  com- 
prehensively with  the  massive  nation- 
al problem  of  drug  abuse— a  problem 
which  has  reached  crisis  proportions. 
We  must  not  fail  to  act  in  the  face  of 
this  clear  and  present  danger  to  the 
national  welfare. 

I  urge  my  colleagues  to  support 
prompt  enactment  of  the  Drug  Con- 
trol Act  of  1986.« 

•  Mr.  COCHRAN.  Mr.  President.  I  am 
pleased  to  be  an  original  cosponsor  of 
important  legislation  being  introduced 
today  to  combat  the  problem  of  illegal 
drug  use  and  drug  trafficking. 

The  trafficking  of  illegal  drugs  con- 
tinues to  be  the  major  crime  problem 
facing  this  Nation.  The  Gulf  Coast 
States,  including  my  own  State  of  Mis- 
sissippi, remain  the  prime  entry  points 
for  most  of  the  drug  smuggling  activi- 
ty. 

Mississippi  experienced  an  alarming 
increase  in  drug  seizures  from  1985  to 
1986.  According  to  the  Mississippi 
Bureau  of  Narcotics,  cocaine  seizures 
increased  by  36,694  percent  in  1  year— 
from  2,359  grams  of  cocaine  seized  in 
1985,  to  868.066  grams  of  cocaine 
seized  in  1986. 

The  amount  of  marijuana  seized  in 
Mississippi  increased  by  277  percent  in 
1  year— from  11,183  pounds  in  1985,  to 
42,161  pounds  in  1986.  The  bureau  re- 
ports similar  increases  in  drug  seizures 
involving  other  kinds  of  illegal  sub- 
stances: a  1,225  percent  in  seized  hallu- 
cinogens, such  as  LSD;  a  188  percent 
increase  in  seized  narcotics,  and  a  203 
percent  increase  in  seizures  of  other 
types  of  illegal  drugs. 

These  figures  indicate  that  our  local. 
State,  and  Federal  drug  enforcement 
agencies  have  been  working  hard,  and 
should  be  commended  for  their  per- 
sistent efforts  in  the  war  against 
drugs.  The  Drug  Enforcement  Admin- 
istration, the  U.S.  Customs  Service, 
the  U.S.  Coast  Guard,  the  FBI.  and 
the  Organized  Crime  and  Drug  En- 
forcement Task  Forces  are  our  Na- 
tion's frontline  agencies  leading  the 
fight  against  drug  trafficking. 

But.  despite  the  efforts  of  our  drug 
enforcement  agencies,  and  efforts  of 
the  Congress  in  providing  additional 
funds  for  drug  interdiction,  illegal 
drugs  remain  a  very  grave  threat  to 
our  Nation.  More  must  be  done,  not 
just  by  law  enforcement  agencies,  but 
by  every  segment  of  our  society,  to 
eliminate  this  threat. 

This  legislation  will  provide  re- 
sources and  direction  for  working 
toward  a  total  coordination  of  activi- 
ties—in law  enforcement,  education, 
prevention  programs  and  treatment 
programs— to  arrest  the  drug  problem. 
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I  am  pleased  that  the  legislation 
being  introduced  today  provides  addi- 
tional resources  for  law  enforcement 
efforts  at  the  State  and  local  levels 
against  drug  trafficking.  It  is  vital  to 
drug  enforcement  that  this  bill 
stiffens  penalties  for  drug  crimes  and 
eases  the  exclusionary  rule  on  the  use 
of  seized  evidence. 

I  believe  it  is  crucial  that  the  legisla- 
tion also  provides  additional  resources 
for  eliminating  drug  use  in  the  schools 
and  the  workplace.  It  also  provides 
grants  to  the  States  for  enhancing 
drug  abuse  treatment  capacity. 

I  am  particularly  pleased  that  the 
bill  provides  financial  assistance  to 
communities  to  assist  them  in  inte- 
grating efforts  to  reduce  drug  abuse 
and  to  build  upon  existing  public  and 
private  sector  institutions.  I  am  hope- 
ful that  we  will  be  able  to  expand 
these  initiatives  by  providing  addition- 
al support  to  community-based  pre- 
vention programs  which  are  proven  to 
be  effective. 

Mr.  President,  the  national  crusade 
initiated  by  the  President  and  Mrs. 
Reagan  against  illegal  drugs  has  cre- 
ated a  surge  of  enthusiasm  and  partici- 
pation. In  the  State  of  Mississippi,  a 
task  force  is  working  to  form  a  state- 
wide Alliance  Against  Drugs,  involving 
all  phases  of  the  public  and  private 
sector  in  a  program  of  information, 
education,  legislation,  prevention,  and 
prosecution  in  drug  matters. 

The  President  has  provided  the  es- 
sential leadership  necessary  to  attack 
the  drug  problem  that  is  sweeping  our 
Nation.  I  hope  the  Senate  will  approve 
this  legislation  promptly  so  that  these 
initiatives  may  be  implemented  to 
achieve  our  goal  of  a  drug-free  socie- 
ty.* 

•  Mr.  NICKLES.  Mr.  President,  I  rise 
today  to  join  my  many  colleagues  in 
the  Senate  in  the  national  war  on 
drugs  and  drug  abuse,  and  as  a  cospon- 
sor  of  needed  legislation  designed  to 
stem  a  rising  threat  to  our  Nation. 

As  a  parent  of  four  children,  there 
are  a  number  of  provisions  of  this  leg- 
islation which  I  feel  speak  specifically 
to  their  increased  safety  from  drug 
peddlers  and  the  drug  culture  in  gen- 
eral. Making  it  a  crime  for  the  adult 
drug  offender  to  employ  or  use  a 
person  under  18  to  assist  in  commit- 
ting drug  offenses  and  providing  en- 
hanced penalties  for  distribution  to 
minors  can  keep  the  drug  pushers  out 
of  our  schoolyards.  Making  it  illegal  to 
sell  drug  paraphernalia  through  the 
mails  will  certainly  lessen  availability 
of  such  devices  to  our  young  people. 
Drug  education  programs  that  teach 
children  to  say  no  and  to  understand 
why,  and  the  pursuit  of  drug-free 
learning  envirormients  are  goals  which 
we  can  all  agree  to  work  toward— and 
we  must. 

As  a  citizen  who  believes  that  the 
first  responsibility  of  government 
should  be  to  protect  its  people,  the 


provisions  in  these  bills  which  relate 
to  taking  career  criminals  off  the 
streets,  putting  them  behind  bars,  and 
confiscating  the  fruits  of  their  crimi- 
nal enterprise  make  sense  to  me. 
Taking  the  shackles  off  of  our  law  en- 
forcement officers  by  clarifying  the 
admissibility  of  evidence  and  modify- 
ing laws  which  govern  our  customs  of- 
ficials will  provide  greater  flexibility 
in  protecting  law-abiding  citizens  from 
criminals. 

Mr.  President,  the  administration, 
the  Congress,  and  the  American 
people  have  admitted  that  there  is  a 
serious  problem  with  drugs.  In  any 
treatment  program,  admitting  the 
problem  is  the  first  and  toughest  step. 
Now  let  us  pass  this  legislation,  mobi- 
lize our  inner  strength,  and  work 
toward  a  cure.* 


By  Mr.  HELMS  (by  request): 
S.  2851.  A  bill  to  amend  the  Federal 
Crop  Insurance  Act  to  improve  the  ad- 
ministration of  such  act,  and  for  other 
purposes;  to  the  Committee  on  Agri- 
culture, Nutrition,  and  Forestry. 

FEDERAL  CROP  INSURANCE  ACT  OF  1986 

•  Mr.  HELMS.  Mr.  President,  I  am 
today  introducing,  at  the  request  of 
the  Secretary  of  Agriculture,  a  bill  to 
amend  the  Federal  Crop  Insurance 
Act.  The  bill  would  gradually  shift  the 
provision  of  crop  insurance  to  the  pri- 
vate sector,  with  the  Federal  Crop  In- 
surance Corporation  providing  needed 
reinsurance.  Government  premium 
subsidies  would  also  be  phased  out 
over  time. 

Mr.  President.  I  ask  unanimous  con- 
sent that  the  text  of  the  bill  and  a 
short  explanation  of  its  provisions  be 
printed  in  the  Record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

s.  2851 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    States    of 
America  in  Congress  assembled. 
SECTION  1.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  Federal 
Crop  Insurance  Act  of  1986". 

SEC.  2.  REFERENCES  TO  THE  FEDERAL  CROP  IN- 
SURANCE ACT. 

Except  as  otherwise  specifically  provided, 
whenever  in  this  Act  an  amendment  or 
repeal  is  expressed  in  terms  of  an  amend- 
ment to,  or  repeal  of,  a  section  or  other  pro- 
vision, the  reference  shall  be  considered  to 
be  made  to  a  section  or  other  provision  of 
the  Federal  Crop  Insurance  Act  (7  U.S.C. 
1501  et  seq.). 

SEC.  3.  CAPITAL  STOCK  OF  CORPORATION. 

Section  504  (7  U.S.C.  1504)  is  amended  to 
read  as  follows: 

•Sec.  504.  (a)  The  Corporation  shall  have 
a  capital  stock  of  $1.00  subscribed  by  the 
United  States.  Such  subscription  shall  be 
deemed  to  be  paid. 

•(b)  Within  30  days  after  the  date  of  en- 
actment of  the  Federal  Crop  Insurance  Act 
of  1986,  the  Secretary  of  the  Treasury  shall 
cancel,  without  consideration,  receipts  for 
payments  for  or  on  account  of  the  stock  of 
the   Corporation   outetanding   immediately 


prior  to  such  date  of  enactment.  Such  re- 
ceipts shall  cease  to  be  liabilities  of  the  Cor- 
poration.". 

SEC.  4.  GENERAL  POWERS  OF  CORPORATION. 

(a)  Data  for  Actuarial  Bases.— Section 
506(h)  (7  U.S.C.  1506(h))  is  amended  by  in- 
serting ",  and  reinsurance  of  insurers  of,"' 
after  ••on". 

(b)  User  Pees.— Section  506  is  further 
amended— 

(1)  by  redesignating  subsections  (i).  (J), 
and  (k)  as  subsections  (j),  (k),  and  (1),  re- 
spectively: and 

(2)  by  inserting  after  subsection  (h)  the 
following  new  subsection: 

•'(i)  may  provide  such  services  as  may  be 
appropriate  to  the  crop  insurance  industry 
on  a  user  fee  basis:^'. 

(b)  Funds  and  Assets.— Section  506  is  fur- 
ther amended— 

(1)  by  striking  out  •and"  at  the  end  of 
subsection  (k)  (as  redesignated  by  subsec- 
tion (b)(1)); 

(2)  by  striking  out  the  period  at  the  end  of 
subsection  (1)  (as  redesignated  by  subsection 
(b)(1)):  and 

(3)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsections: 

••(m)  may  borrow  money  pursuant  to  sec- 
tion 516:  and 

••(n)  except  as  provided  in  subsections 
(a)(2)  and  (c)  of  section  516.  may  use,  in  the 
conduct  of  the  business  of  the  Corporation 
(including  payment  of  administrative  and 
oijerating  expenses),  all  funds  and  other 
assets  of  the  Corporation,  including  premi- 
um income,  capital  and  net  earnings  from 
the  income,  and  all  funds  and  other  assets 
that  have  been  or  may  hereafter  be  trans- 
ferred or  allocated  to.  borrowed  by.  or  oth- 
erwise acquired  by  the  Corporation. 

SEC.  5.  PERSONNEL  OF  CORPORATION. 

(a)  Application  of  Employees^  Compensa- 
tion Law.— Section  507(b)  (7  U.S.C.  1507(b)) 
is  amended  by  striking  out  ".  including  the 
employees  of  the  committees  and  associa- 
tions referred  to  in  subsection  (c)  of  this 
section  and  the  members  of  such  commit- 
tees". 

(b)  Use  of  Private  Insurance  Agents  and 
Brokers.— Subsection  (c)  of  section  507  is 
amended  to  read  as  follows: 

••(c)(1)  In  the  administration  of  this  title, 
the  Corporation  shall  encourage  the  sale  of 
Federal  crop  insurance  through  licensed  pri- 
vate insurance  agents  and  brokers. 

"(2)  Until  September  30.  1990.  the  Corpo- 
ration shall  provide  such  agent  or  broker 
with  indemnification,  including  costs  and 
reasonable  attorney  fees,  for  errors  or  omis- 
sions on  the  part  of  the  Corporation  or  a 
contractor  of  the  Corporation  for  which  the 
agent  or  broker  is  sued  or  held  liable,  except 
to  the  extent  the  agent  or  broker  has  caused 
the  error  or  omission. '•. 

•(c)  Maximum  Number  of  Pull-Time  Em- 
ployees.—Section  507  is  further  amended  by 
adding  at  the  end  thereof  the  following  new 
subsection: 

••(g)  Effective  beginning  October  1.  1990, 
the  Corporation  may  employ  not  more  than 
50  permanent,  full-time  employees  for  the 
purpose  of  carrying  out  the  activities  au- 
thorized in  this  title.". 

SEC.  «.  AGRICI'LTIR.*L  COMMOOrTY  CROP  INSUR- 
ANCE. 

(a)  Insurance  Against  Loss.— The  first 
sentence  of  section  508(a)  (7  U.S.C.  1508(a)) 
is  amended  by  striking  out  •to  insure'  and 
inserting  in  lieu  thereof  •until  September 
30,  1990.  to  provide  for  insurance  for". 

(b)  Premiums— Subsection  (b)  of  section 
508  is  amended  to  read  as  follows: 
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"(bMl)  To  fix  adequate  premiums  for  in- 
surance operations  authorized  in  subsection 
(a)  at  such  rates  as  the  Board  considered  ac- 
tuarially sufficient  to— 

"(i)  cover  claims  for  losses  on  such  insur- 
ance: 

"(ii)  establish  as  expeditiously  as  possible 
a  reasonable  reserve  against  unforeseen 
losses:  and 

"(iii)  cover  all  administrative  and  operat- 
ing costs  of  the  Corporation,  including  costs 
reimbursed  under  section  506(i)  and  subsec- 
tion (h)  of  this  section. 

■'(2KA)  For  the  purpose  of  encouraging 
the  broadest  possible  participation  in  the  in- 
surance program  by  producers,  the  Board 
may  adjust  producer  premiums  and  enter 
into  sales  and  service  contracts  and  reinsur- 
ance agreements. 

"(B)  For  such  purposes,  the  Board  may 
pay  not  more  than— 

■■(i)  in  the  case  of  fiscal  year  1987.  33  per- 
cent of  a  premium: 

■■<ii)  in  the  case  of  fiscal  year  1988.  18  per- 
cent of  a  premium: 

"(iii)  in  the  case  of  fiscal  year  1989,  8  per- 
cent of  a  premium:  and 

"(iv)  in  the  case  of  fiscal  year  1990,  4  per- 
cent of  a  premium. 

"(3)  A  producer  may  delete  from  any 
policy  of  insurance  provided  under  this  title 
coverage  against  losses  caused  by  hail  and 
fire  and  obtain  such  coverage  from  another 
insurer.  The  Corporation  shall  provide  for 
an  actuarially  sound  adjustment  in  the  in- 
surance rate  of  the  producer  to  be  applied 
on  the  submission  of  notice  in  writing  of 
such  sut>stitute  coverage. 

"(4)  The  Board  may  enter  into  agreements 
with  any  State  or  State  agency  under  which 
such  State  or  agency  may  pay  to  the  Corpo- 
ration a  subsidy  to  reduce  the  portion  of  the 
premium  paid  by  producers  in  the  State. 

"(5)  The  premium  of  a  producer  shall  be 
collected  at  such  time  or  times  and  shall  be 
secured  in  such  manner  as  the  Board  may 
determine.". 

(c)  Reinsurance.— Subsection  (e)  of  sec- 
tion 508  is  amended  to  read  as  follows: 

■(e)(1)  And  directed,  notwithstanding  any 
other  provision  of  this  title,  to  provide  rein- 
surance, to  the  extent  necessary  and  practi- 
cable, on  such  terms  and  conditions  as  the 
Board  may  determine  to  be  consistent  with 
sound  reinsurance  principles,  to  insurers  in- 
cluding private  insurance  companies  or 
pools  of  such  companies,  reinsurers  of  such 
<x>mpanies.  or  State  or  local  governmental 
entities,  including  any  political  subdivisions 
thereof,  that  insure  producers  of  any  agri- 
cultural commodity  under  a  plan  or  plans 
acceptable  to  the  Corporation. 

"(2)  After  September  30,  1990,  such  rein- 
surance shall  be  sustained  by  paid  premi- 
ums. The  Board  shall  establish  and  collect 
such  premiums  in  such  manner  as  the 
Board  determines  is  appropriate.". 

(d)  Miscellaneous.— Section  508  is  fur- 
ther amended— 

(1)  in  subsection  (f).  by  inserting  "encour- 
age the  crop  insurance  industry  to"  after 
"To": 

(2)  by  striliing  out  subsections  (g)  and  (h); 

(3)  by  redesignating  subsection  (i)  as  sub- 
section (g): 

(4)  in  subsection  (g)  (as  redesignated  by 
paragraph  (3)).  by  striking  out  the  second, 
third,  and  fourth  sentences:  and 

(5)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsections: 

"(h)  Through  the  Board,  to  establish  and 
collect  such  fees  as  may  be  necessary  and 
appropriate  for  services  provided  by  the 
Corporation  to  comply  with  subsections  (h) 


and  (i)  of  section  506  and  subsections  (e) 
and  (g)  of  this  section,  except  that  no  such 
fees  shall  be  collected  prior  to  October  1, 
1987. 

"(i)  The  authority  provided  in  subsections 
(a)  and  (b)  shall  expire  on  September  30, 
1990". 

(e)  Conforming  Amendment.— Section  518 
(7  U.S.C.  1518)  is  amended  by  striking  out 
"subsection  (a)  or  (i)  of  section  508"  and  in- 
serting in  lieu  thereof  "subsection  (a)  or  (g) 
of  section  508". 

SEC.  7.  AITHORIZATION  OF  APPROPRIATIONS. 

(a)  Operating  and  Administrative 
Costs.— Section  516(a)(1)  (7  U.S.C. 
1516(a)(1))  is  amended— 

( 1 )  in  the  first  sentence— 

(A)  by  inserting  "until  September  30. 
1990,"  after  "appropriated";  and 

(B)  by  striking  out  "interest  on  Treasury 
notes  and  other  obligations"  and  inserting 
in  lieu  thereof  "principal  and  interest  on 
Treasury  notes  and  other  obligations  (but 
appropriated  funds  may  be  used  to  redeem 
notes  or  obligations  made  by  the  Corpora- 
tion to  the  Secretary  of  the  Treasury  only 
after  all  other  sources  of  funds  available  to 
the  Corporation,  including  funds  available 
from  premiums,  are  used  to  the  fullest 
extent  possible  to  redeem  such  notes  or  obli- 
gations)"; and 

(2)  by  striking  out  the  last  sentence. 

(b)  Net  Gains.— Paragraph  (2)  of  section 
516(a)  is  amended  to  read  as  follows: 

"(2)  In  the  event  the  Corporation  earns  a 
net  realized  gain  for  any  year,  the  full 
amount  of  such  gain  shall  be  held  on  depos- 
it in  the  Treasury  and  shall  remain  avail- 
able to  the  Corporation  without  fiscal  year 
limitation,  except  thai  any  such  gains  must 
first  be  utilized  to  the  fullest  extent  possible 
to  repay  any  outstanding  debt  or  other  obli- 
gations to  the  Treasury  incurred  by  the  Cor- 
poration.". 

(c)  Emergency  Funding.— Section  516  is 
amended— 

(1)  by  striking  out  subsection  (c):  and 

(2)  by  redesignating  subsection  (d)  as  sub- 
section (c). 

(d)  Borrowing  Authority.— Section 
516(c)  (as  redesignated  by  subsection  (c)(2)) 
is  amended— 

(1)  in  the  first  sentence,  by  striking  out 
"Except  as  provided  in  subsection  (c),  if  at 
any  time"  and  inserting  in  lieu  thereof 
"Only  when": 

(2)  in  the  second  sentence,  by  striking  out 
"or  the  issuance  of  capital  stock  under  sec- 
tion 504  of  this  title"  and  inserting  in  lieu 
thereof  ".  appropriations  made  under  this 
section,  or  any  other  source":  and 

(3)  by  striking  out  the  last  sentence  and 
inserting  in  lieu  thereof  the  following  new 
sentence:  "The  total  amount  of  all  money 
borrowed  by  the  Corporation  under  this 
subsection  shall  not  at  any  time  exceed 
$500,000,000.". 

(e)  Cancellation  of  Obligations.— Sec- 
tion 516  (as  amended  by  subsection  (0(2))  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

•(d)  Within  30  days  of  the  date  of  enact- 
ment of  the  Federal  Crop  Insurance  Act  of 
1986,  the  Secretary  of  the  Treasury  shall 
cancel  without  consideration— 

"(1)  all  obligations  of  the  Commodity 
Credit  Corporation  for  funds  extended 
under  subsection  (c)  (as  in  effect  immediate- 
ly before  such  date  of  enactment):  and 

"(2)  any  outstanding  obligations  of  the 
Federal  Crop  Insurance  Corporation  for 
borrowings  made  under  subsection  (c)  (as  in 
effect  immediately  before  such  date  of  en- 
actment).". 


Short  Explanation  of  the  Crop  Insurance 
Act  of  1986 

section  3 

Section  504  of  the  Federal  Crop  Insurance 
Act  (the  Act)  as  amended  in  1980,  estab- 
lished the  Federal  Crop  Insurance  Corpora- 
tion (FCIC)  as  a  capital  stock  corporation  of 
the  United  States  with  an  authorized  sub- 
scription of  $500  million  in  Treasury  funds. 
As  of  the  date  of  the  introduction  of  this 
bill,  the  entire  subscription  has  been  re- 
ceived. Due  to  catastrophic  losses  to  crops  in 
several  areas  of  the  country  during  1983, 
1984,  and  1985,  the  Corporation  paid  out  all 
of  the  funds  realized  from  the  stock  sub- 
scription and  had  to  borrow  additional 
funds  in  Fiscal  Year  1985.  Further  borrow- 
ing has  been  necessary  during  Fiscal  Year 
1986  to  meet  indemnification  requirements. 

Section  3  of  the  bill  would  revise  Section 
504  of  the  Act  to  retain  the  corporate  struc- 
ture for  FCIC,  create  a  subscription  base  of 
one  dollar,  and  would,  in  subsection  (b), 
cancel  the  $500  million  obligation  without 
consideration.  The  effect  of  this  language 
would  be  to  maintain  the  FCIC's  semi-au- 
tonomous operating  posture,  but  prepare 
the  way  for  altering  the  method  used  to 
fund  its  operations.  The  Corporation  has 
exhausted  its  capital  authority  and  is  utiliz- 
ing a  roundabout  vehicle  (borrowing 
through  the  Commodity  Credit  Corporation 
/CCC/)  for  additional  indemnification  reve- 
nue as  needed. 

SECTION  4 

Section  4  of  the  bill  would  revise  Section 
506  of  the  Act  to  authorize  the  FCIC  to  pro- 
vide appropriate  services  to  the  insurance 
industry,  specifically  including  reinsurance 
services,  on  a  user  fee  basis  as  the  shift  to 
private  sector  direct  insurance  resources  is 
made. 

To  remedy  the  economic  situation  which 
the  Corporation  faces  currently,  and  which 
it  may  face  in  the  future.  Section  4  also 
would  authorize  the  Corporation  to  borrow 
money  and  require  the  Corporation  to  uti- 
lize receipts  from  premium  payments  and 
all  other  assets  and  funds  of  the  Corpora- 
tion, except  funds  borrowed  from  the  Treas- 
ury to  pay  unanticipated  indemnities,  to  pay 
or  reimburse  administrative  and  operating 
expenses  of  the  Corporation.  As  the  Corpo- 
ration makes  adjustments  to  meet  the 
phase-out  requirements  established  in  Sec- 
tion 6  of  this  legislation,  it  is  necessary  that 
authority  exist  for  the  utilization  of  funds 
collected  through  premiums,  in  addition  to 
the  user  fees  established  in  the  proposal,  to 
reflect  the  increasing  need  that  such  funds 
meet  operational  costs  in  addition  to  indem- 
nification requirements. 

SECTION  s 

By  revising  Section  507(c)  as  provided  in 
this  section,  the  Corporation  would  be  clear- 
ly directed  to  encourage  the  shift  of  crop  in- 
surance business  to  the  private  sector.  In  re- 
quiring the  use  of  licensed  private  agents 
and  brokers,  it  is  the  intent  of  the  bill  to 
simplify  the  process  of  transferring  the 
direct  insurance  business  upon  the  termina- 
tion of  Corporation  involvement  in  such  op- 
erations by  FY  1991.  In  addition  this  lan- 
guage continues  to  provide,  until  FY  1991, 
indemnification  for  its  private  sector  part- 
ners against  errors  and  omissions  for  which 
the  Corporation  is  held  at  fault.  For  the  re- 
insurance activities  contemplated  after  the 
transfer  of  direct  writing  operations,  the  bill 
would  further  limit  the  Corporation  to  mini- 
mal staffing. 
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SECTION  6 

Section  508  of  the  Act  authorizes  and  reg- 
ulates the  provision  of  insurance  on  crops 
by  the  Corporation.  A  major  element  of  the 
1980  amendments  to  the  Act  was  contained 
in  subsection  (e)  of  Section  508  where  the 
Corporation  was  "directed,  to  provide  rein- 
surance *  •  •  to  the  maximum  extent  practi- 
cable •  •  •  to  insurers  including  private  in- 
surance companies This  effort  to  in- 
clude the  insurance  industry  in  the  crop  in- 
surance program  was  designed  to  broaden 
the  utilization  of  insurance  by  producers 
and  to  make  it  a  part  of  sound  economic 
planning  by  America's  farmers.  The  in- 
crease in  premium  base  since  1980,  in  crops 
and  areas  protected,  and  in  the  use  of  the 
private  insurance  market  for  the  delivery  of 
such  protection  convinces  the  Corporation 
that  this  effort  is  succeeding.  For  crop  year 
1985.  more  than  70%  of  policies  sold  were 
sold  by  private  companies  reinsured  by 
PCIC. 

Today  fully  40%  of  Americas  agricultural 
producers  participate  in  some  form  of  insur- 
ance program— multiple  peril  or  fire  and 
hail  depending  on  their  individual  need  for 
protection.  The  trend  in  agricultural  eco- 
nomics is  toward  using  insurance  as  a  plan- 
ning tool,  and  such  insurance  is  more  and 
more  required  by  grantors  of  credit  in  the 
agricultural  community.  With  the  elimina- 
tion of  most  of  the  disaster  grant  and  low- 
interest  loan  programs  previously  available 
to  farmers,  the  prudent  producer  protects 
his  crop  investment  with  insurance  in  the 
same  manner  as  his  home  and  his  car. 

It  is  anticipated  that  this  growth  will  con- 
tinue and  permit  amortizing  administrative 
costs  over  a  greater  base  thus  limiting  in- 
creases in  individual  producer  costs  (premi- 
ums), and  that  greater  experience  in  actuar- 
ial analysis  will  further  refine  premium  rate 
setting. 

Thus  Section  6  of  this  Bill  would  provide 
for  the  termination  of  direct  writing  oper- 
ations by  the  Corporation  on  September  30. 
1990,  and  would,  in  subsection  (b),  amend 
Section  508  to  establish  a  schedule  of  per- 
centage reductions  of  producer  premium 
subsidy  support  over  a  period  ending  in 
Fiscal  Year  1990.  The  language  would  also 
require  the  Corporation  to  adjust  premium 
to  include  all  expenses  of  the  insurance  pro- 
gram and  require  FCIC's  private  sector 
partners  to  gradually  assume  their  own 
operational  costs.  This  action  will  permit  an 
orderly  transfer  of  direct  insurance  provider 
functions.  In  addition,  the  language  will 
more  accurately  reflect  that  the  current 
subsidy  to  the  producer  substantially  ex- 
ceeds the  nominal  percentage  contained  in 
the  1980  Act  and  require  accounting  proce- 
dures more  consistent  with  normal  insur- 
ance provider  requirements. 

Technical  corrections  to  several  subsec- 
tions of  Section  508  clarify  that  the  role  of 
the  Corporation  will  increasingly  be  to  en- 
courage and  facilitate  private  sector  pro- 
gram development.  Subsection  (d)  of  Sec- 
tion 6  directs  the  Board  of  the  FCIC  to 
impose  fees  for  the  services  provided  to  the 
private  sector  begirming  with  Fiscal  Year 
1987. 

Section  6  of  the  Bill  would  also  mandate 
the  withdrawal  of  the  PCIC  from  all  direct 
insurance  operations  by  September  30,  1990, 
and  clarify  that  the  authority  for  reinsur- 
ance which  remains  is  to  be  exercised  as 
necessary  and  at  no  cost  to  the  government. 

SECTION  7 

Section  7  of  this  proposal  would  amend 
Section  516  to  address  the  question  of  fund- 
ing   for    the    Corporation    as    it    proceeds 


toward  the  termination  of  direct  govern- 
ment involvement  in  the  crop  insurance 
business.  The  Corporation  would  be  author- 
ized to  retain  net  realized  gain  and  would  be 
required  to  =use  such  funds  to  meet  out- 
standing debt  and  to  reduce  regular  funding 
needs  prior  to  establishing  its  reser\'e  for 
excess  loss. 

Section  7  would  also  eliminate  the  current 
authority  of  the  Corporation  to  borrow 
funds  from  the  Commodity  Credit  Corpora- 
tion to  meet  indemnification  needs  and 
would  direct  the  cancellation  of  obligations 
of  the  PCIC  to  the  CCC,  and  of  CCC  to  the 
Treasury,  for  funds  extened  to  PCIC  previ- 
ously under  Section  516(c).  The  language 
would  also  cancel,  as  of  the  date  of  enact- 
ment, all  other  outstanding  PCIC  obliga- 
tions for  borrowing. 

Finally,  the  language  in  Section  7  would 
complement  Section  4  in  permitting  reim- 
bursement of  borrowings  from  any  available 
funds.  Also,  such  borrowings  could  be  reim- 
bursed from  appropriations  until  the  trans- 
fer of  direct  insurance  operations  and  sup- 
port is  accomplished  in  Fiscal  Year  1990. 
After  that  time,  this  borrowing  authority 
would  provide  a  source  of  funds  for  uncapi- 
talized  reinsurance  operations  on  a  limited, 
premium  reimbursed,  basis.  In  addition  to 
clarifying  the  general  borrowing  authority 
provided  in  Section  4  of  the  bill.  Section 
7(d)(4)  would  amend  Section  516  to  limit  the 
outstanding  borrowings  of  the  Corporation 
to  $500,000,000.* 


By  Mr.  BROYHILL: 
S.  2853.  A  bill  to  provide  for  reci- 
procity in  international  trade  in  large 
electrical  equipment;  to  the  Commit- 
tee on  Finance. 

LARGE  ELECTRICAL  EQUIPMENT  TRADE  AND 
ACCESS  ACT 

•  Mr.  BROYHILL.  Mr.  President,  I 
am  today  introducing  S.  2853,  the 
Large  Electrical  Equipment  Trade  and 
Access  Act  of  1986.  which  can  help  to 
establish  fairness  in  the  international 
trade  of  large  electrical  equipment.  I 
hope  this  measure  will  become  law  as 
promptly  as  possible,  either  as  an 
amendment  to  a  Senate  omnibus  trade 
bill  or  as  a  separate  bill. 

This  change  in  trade  law  is  necessary 
to  provide  some  economic  justice  for  a 
U.S.  industry  which  has  been  subject 
to  unfair  international  competition  for 
more  than  30  years.  The  injustice  is 
plain— Japan  and  European  countries 
which  have  the  industrial  capability  to 
manufacture  large  steam  turbine  gen- 
erators and  large  power  transformers 
will  not  buy  American-made  large 
steam  turbine  generators  or  large 
power  transformers.  Yet,  Japanese 
and  European  manufacturers  of  these 
products  have  open  access  to  sell  these 
machines  to  all  electric  utilities  in  the 
United  States. 

The  countries  of  Europe  and  Japan 
that  can  make  large  electrical  equip- 
ment have  productive  capacity  in 
excess  of  their  national  requirements. 
They  expect  to  export,  so  they  can 
keep  their  workers  employed  and  their 
business  profitable.  Because  their 
home  markets  are  sheltered  by  their 
governments  from  American  and  other 
international   competition,    they    can 


and  do  sell  large  electrical  equipment 
to  their  home  utilities  at  prices  signifi- 
cantly higher  than  prices  they  quote 
to  American  utilities.  With  the  acqui- 
escence of  their  governments,  consum- 
ers of  electricity  in  Europe  and  Japan 
help  to  pay  high  prices  for  the  ma- 
chines that  provide  them  electricity, 
and  thus  subsidize  their  national  man- 
ufacturers of  electrical  equipment  to 
the  detriment  of  American  manufac- 
turers and  their  employees. 

When  an  American  utility  buying  a 
large  steam-turbine  generator  or  large 
power  transformers  receives  a  bid 
from  a  European  or  Japanese  manu- 
facturer which  is  25  or  30  percent 
lower  than  their  home  market  price 
and  also  below  the  bids  of  American 
suppliers,  an  American  bidder  has 
little  chance  to  win  the  order.  The 
high  prices  received  in  foreign-closed 
home  markets  provide  revenue  to  help 
European  and  Japanese  companies 
cover  their  large  factory  overhead  ex- 
pense and  their  research  and  develop- 
ment expense,  assisting  them  to  offer 
lower,  marginal  prices  to  American 
utilities.  American  manufacturers 
have  no  such  protected  market  to  pro- 
vide them  similar  benefits. 

American  manufacturers  of  large 
electrical  equipment  have  iirged  our 
Government  many  times  to  negotiate 
fairness  in  international  trade  of  this 
equipment,  but  there  has  been  no 
meaningful  move  toward  fairness. 

United  States  manufacturers  re- 
quested reciprocity  of  access  to  mar- 
kets in  Europe  and  Japan  for  this 
equipment  during  the  Kennedy  round 
of  trade  negotiations.  What  they  got 
was  like  a  slap  in  the  face.  The  United 
States  reduced  its  import  duties  on 
large  electrical  equipment  into  our 
open  market  by  about  50  percent.  Eu- 
ropean countries  and  Japan  reduced 
their  import  duties  on  such  equip- 
ment, but  knew  full  well  they  intended 
to  permit  no  imports  from  the  United 
States.  Our  Government  has  done 
nothing  to  obtain  relief  for  American 
manufacturers  from  this  trade  leger- 
demain. 

U.S.  electrical  equipment  manufac- 
turers also  sought  relief  from  this  lack 
of  foreign  market  access  after  the 
Kermedy  round;  again  at  the  begin- 
ning of  the  Tokyo  round;  during  the 
Tokyo  round  and  afterward,  all  to  no 
avail. 

The  purchasing  procedures  of  utili- 
ties in  Europe  and  Japan  are  quite  dif- 
ferent from  the  competitive  buying 
procedures  of  United  States  utilities. 
Closed  negotiations  with  national  sup- 
pliers, without  competitive  bidding  or 
publication  of  prices,  are  customary  in 
Europe  and  Japan,  making  it  very  dif- 
ficult for  American  companies  to 
obtain  evidence  necessary  to  invoke 
United  States  antidumping  and  subsi- 
dy laws. 
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U.S.  manufacturers  of  large  electri- 
cal equipment  have  suffered  from  the 
years  of  declining  volume  of  orders  by 
United  States  utilities  following  the 
petroleum  boycotts  of  the  1970's. 
When  United  States  utilities  begin  to 
buy  new  steam  turbine  generators  and 
power  transformers,  we  in  the  United 
States  cannot  afford  to  allow  Europe- 
an and  Japanese  manufacturers  to 
preempt  our  market  with  discrimina- 
tory, one-way  trade  in  large  electrical 
equipment  to  the  continued  detriment 
of  American  labor  and  industry. 

Here  in  the  United  States  the 
world's  highest  standard  of  living 
could  not  exist  without  our  national 
electrical  system,  which  is  superior  to 
the  systems  of  other  countries.  We 
need  American  large  equipment  manu- 
facturers in  order  to  maintain  our  na- 
tional electrical  grid  as  the  best  in  the 
world,  and  I  am  afraid  we  will  not 
have  a  U.S.  electrical  equipment  indus- 
try to  serve  our  needs  unless  our  na- 
tional policies  of  open  trade  for  every- 
one in  the  world  except  Americans  can 
be  made  fair  for  our  own  workers  and 
companies. 

I  am  not  advocating  high  tariffs  or 
closed  American  markets  for  electrical 
equipment,  but  I  do  advocate  fairness 
and  full  international  reciprocity  of 
market  access  for  American  manufac- 
turers. That  is  what  I  am  seeking  for 
U.S.  manufacturers  of  large  electrical 
equipment,  and  I  hope  the  Senate,  the 
whole  Congress,  and  the  President  will 
support  this  legislation. 

BRIEF  SUMMARY  OF  THE  PROVISIONS  OF  THIS 
BILL 

1.  The  President  is  required  within  three 
months  after  the  effective  date  of  the  legis- 
lation to  initiate  negotiations  aimed  at  full 
market  access  with  each  foreign  country  in 
which  large  power  transformers  or  large 
steam  generators  are  produced,  except  those 
countries  as  to  which  the  President  can  cer- 
tify that  U.S.  manufacturers  have  access  to 
that  market  substantially  equivalent  to  the 
foreign  manufacturers'  access  to  the  U.S. 
market.  No  such  certification  can  be  made 
unless  U.S.  manufacturers  have  in  fact 
made  sales  in  the  foreign  market. 

2.  The  President  is  to  report  annually  to 
the  Congress  on  the  negotiations,  and  the 
negotiations  are  to  continue  with  each  coun- 
try until  a  satisfactory  resolution  is  reached 
which  grants  fully  competitive  market 
access  to  U.S.  producers. 

3.  Until  the  negotiations  end  successfully 
as  to  a  particular  country,  a  petition  under 
the  antidumping  law  may  be  filed  against 
that  country  without  home  market  price 
data,  relying  on  the  presumption  that  the 
closed  market  creates  a  price  level  higher 
than  the  prices  of  sales  to  the  United 
States. 

4.  Also,  until  the  negotiation  with  respect 
to  a  given  country  is  successfully  concluded, 
the  antidumping  investigation  on  large 
power  transformers  or  large  steam  turbine 
generators  with  respect  to  that  country  are 
to  be  conducted  under  a  presumption  of  50 
per  cent  dumping  margins,  which  presump- 
tion would  be  rebuttable  by  the  submission 
of  fully  verified  information  establishing  a 
different  foreign  market  value.* 


By  Mr.  HEINZ: 
S.  2854.  A  bill  to  authorize  the  dona- 
tion of  certain  non-Federal  lands  to 
Gettysburg  National  Military  Park 
and  to  require  a  study  and  report  on 
the  final  development  of  the  park;  to 
the  Committee  on  Energy  and  Natural 
Resources. 

GETTYSBURG  NATIONAL  MILITARY  PARK 
EXPANSION 

•  Mr.  HEINZ.  Mr.  President,  I  rise  on 
this  occasion  to  introduce  a  bill  which 
would  authorize  the  addition  of  31 
acres  to  the  Gettysburg  National  Mili- 
tary Park.  This  tract  of  land,  known  as 
the  Taney  Farm,  has  been  donated  by 
the  Gettysburg  Battlefield  Preserva- 
tion Association  [GBPA],  a  nonprofit 
organization.  The  GBPA  acquired  this 
property  in  1984  and  wishes  to  donate 
it  at  no  cost  to  the  National  Park  Serv- 
ice. The  National  Park  Service  is  seek- 
ing the  authority  to  accept  this  dona- 
tion. 

Similar  legislation,  H.R.  4259,  to 
permit  this  donation  passed  the  House 
of  Representatives  on  July  16,  1986,  by 
a  vote  of  408  to  1.  H.R.  4259  had  the 
benefit  of  a  hearing  in  the  U.S.  House 
of  Representatives  by  the  National 
Parks  and  Recreation  Subcommittee 
of  the  Committee  on  Interior  and  In- 
sular Affairs.  The  bill  was  reported  fa- 
vorably. 

During  consideration  of  H.R.  4259  in 
the  House  of  Representatives,  the 
issue  of  the  park's  permanent  bound- 
aries arose.  Under  both  the  legislation 
which  I  am  introducing  and  that 
passed  by  the  House,  any  future  acqui- 
sitions to  the  park  would  be  subject  to 
the  full  legislative  process  just  as  the 
Taney  Farm  donation  has  been. 

The  second  part  of  my  bill  enacts  a 
freeze  on  further  acquisitions  by  the 
Gettysburg  National  Military  Park 
until  the  National  Park  Service  has 
concluded  a  study  defining  the  final 
development  of  the  park  and  has  sub- 
mitted a  complete  report  with  a  rec- 
ommendation to  the  Congress  regard- 
ing the  final  development  of  the  Get- 
tysburg National  Military  Park. 

In  addition,  in  conducting  its  devel- 
opment study,  the  National  Park  Serv- 
ice will  consult  with  members  of  the 
community  and  their  elected  repre- 
sentatives at  all  levels  of  government, 
as  well  as  interested  historians  and 
historical  groups. 

The  Gettysburg  National  Military 
Park  was  established  on  February  11, 
1895.  to  commemorate  onsite  one  of 
the  greatest  battles  of  the  Civil  War. 
For  3  days  from  July  1  to  3.  1863.  a  gi- 
gantic struggle  between  75,000  Confed- 
erate and  97,000  Union  troops  raged 
about  the  town  and  resulted  in  51,000 
casualties.  The  Taney  Farm  played  a 
significant  role  in  the  battle  for  Culp's 
Hill  on  the  late  afternoon  and  evening 
of  July  2  and  the  morning  of  July  3. 

The  Taney  Farm  has  no  existing  his- 
torical structures  related  to  the  battle 
which  would  require  perpetual  care; 


its  acquisition  would  not  significantly 
increase  the  park's  maintenance  costs. 
The  inclusion  of  the  Taney  Farm  in 
the  Gettysburg  Park  was  identified  as 
a  "critical  area"  in  preserving  the 
scenic  and  historic  values  of  the  park 
by  the  President's  Advisory  Council  on 
Historic  Preservation  in  a  1977  report. 
I  urge  all  my  colleagues  to  support 
this  noncontroversial  legislation.* 


By  Mr.  HEINZ  (for  himself.  Mr. 

ZoRiNSKY.   Mr.   D'Amato.   and 

Mr.  Andrews): 

S.    2856    a    bill    to    implement    the 

United  States-European  Communities 

Agreement  on  Citrus  and  Pasta,  and 

for  other  purposes;  to  the  Committee 

on  Finance. 

IMPLEMENTATION  OP  UNITED  STATES-EUROPEAN 
COMMUNITIES  AGREEMENT  ON  CITRUS  AND 
PASTA 

•  Mr.  HEINZ.  Mr.  President,  just  over 
1  month  ago,  the  news  broke  that  the 
"Pasta  war"  was  over.  Last  November, 
the  administration  made  pasta  its 
weapon  of  choice,  imposing  stiff  tariffs 
on  illegally  subsidized  imports  of  Euro- 
pean Community  pasta,  in  retaliation 
for  EC  intransigence  over  the  long- 
standing dispute  over  the  discrimina- 
tory tariffs  on  U.S.  citrus  exports  to 
the  EC.  The  prevailing  assumption  is 
that  when  the  citrus  conflict  conclud- 
ed, the  pasta  problem  also  ended. 
Nothing  could  be  further  from  the 
truth. 

This  body  should  not  be  willing  to 
sacrifice  the  $1  billion  domestic  pasta 
industry  based  on  EC  assurances  that 
they  will  negotiate  the  issue  in  good 
faith.  In  fact,  history  tells  us  that  we 
should  have  little,  if  any.  faith  in  the 
European  Community  when  it  comes 
to  pasta  imports. 

Over  the  last  10  years.  Italian  pasta 
imports  have  jumped  more  than  ten- 
fold. The  reason  is  not  that  Italian 
pasta  is  inherently  superior  to  domes- 
tic pasta— in  fact  we  can  produce  it  as 
cheaply  as  anyone— but  rather  that 
Italian  pasta  sells  for  at  least  15  to  25 
percent  less  than  pasta  made  in  the 
U.S.A.  thanks  to  illegal  subsidies  paid 
to  Italian  pasta  makers. 

In  1981.  U.S.  pasta  makers  sought 
relief  through  normal  GATT  channels 
and  apparently  won.  In  1983.  a  GATT 
panel  rules  that  EC  subsidization  of 
pasta  violated  the  subsidies  code  pro- 
hibition on  the  subsidization  of  proc- 
essed agricultural  products.  Despite 
this  ruling,  the  EC  continued  to  pro- 
vide these  illegal  subsidies  to  help  Eu- 
ropean producers,  to  the  detriment  of 
U.S.  industry  and  U.S.-EC  relations. 
In  fact,  following  our  retaliation  last 
November,  the  EC  response  was  to  in- 
crease its  subsidies  to  60  to  70  percent 
of  the  cost  of  pasta,  compensating  for 
the  retaliatory  tariffs. 

Yet,  despite  this  176  percent  in- 
crease in  subsidy  levels,  the  adminis- 
tration seems  about  to  put  the  U.S. 
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pasta  industry  on  hold  for  yet  another 
year. 

Mr.  President,  we  cannot  allow  this 
to  happen.  The  domestic  pasta  indus- 
try has  acted  in  good  faith,  seeking  to 
resolve  its  disputes  through  due  proc- 
ess. Unfortunately,  this  "process"  did 
not  do  the  job.  Neither  will  the  recent 
agreement  made  between  the  adminis- 
tration and  the  EC.  Therefore,  the  leg- 
islation I  am  introducing  today  will 
link  the  reduction  of  duties  on  olive 
and  cheese  products,  which  are  part  of 
the  citrus  agreement,  to  duty  increases 
on  pasta  products  equal  to  the  subsi- 
dies the  EC  is  providing. 

While  this  is  not  the  course  of  action 
I  prefer,  the  EC  appears  unwilling  to 
provide  any  relief  to  the  U.S.  pasta  in- 
dustry on  its  own  despite  the  GATT 
panel  finding  against  it.  We  are  com- 
mitted to  improving  relations  with  our 
European  trading  partners,  but  not 
through  unilateral  giveaways.  With 
the  agricultural  and  industrial  sectors 
struggling  to  overcome  the  trade  defi- 
cit, this  body  must  push  the  adminis- 
tration and  the  EC  to  remove  the  bar- 
riers to  fair  trade,  especially  when 
those  barriers  fly  in  the  face  of  estab- 
lished international  rules.  Perhaps  the 
parties  involved  will  take  this  cue  to 
reach  an  amicable  agreement,  one  that 
will  treat  all  sides,  and  all  interests, 
equitably.  The  old  dictum  is  "Action 
speaks  louder  than  words."  Hopefully, 
our  actions  on  behalf  of  the  hard- 
pressed  pasta  industry  will  lead  to  a 
meaningful,  productive,  and  fair  reso- 
lution of  this  crucial  issue.  Should 
agreement  be  reached,  then  the  ad- 
ministration is  free  to  submit  legisla- 
tion to  remove  the  additional  duty, 
and  I  am  confident  Congress  will  act 
on  it  immediately.* 


By  Mr.  D'AMATO: 
S.  2858.  A  bill  to  prohibit  United 
States  payments  to  the  United  Nations 
on  or  after  October  1.  1987.  unless  cer- 
tain United  Nations  files  have  been 
made  available  to  appropriate  law  en- 
forcement officials;  to  the  Committee 
on  Foreign  Relations. 

RELEASE  OF  CERTAIN  UNITED  NATIONS  FILES 

•  Mr.  D'AMATO.  Mr.  President,  I  rise 
today  to  introduce  legislation  that  will 
allow  responsible  law  enforcement  of- 
ficials, both  here  and  abroad,  access  to 
the  36.810  War  Crimes  Commission 
files  now  kept  at  the  United  Nations  in 
New  York. 

In  1948.  the  War  Crime  Commission 
finished  its  mission  and  tranferred  its 
records  to  the  care  of  the  United  Na- 
tions. Since  that  time.  Mr.  President, 
only  four  files  have  been  opened: 
Adolf  Eichmann.  Claus  Barbie.  Josef 
Mengele.  and.  most  recently.  Kurt 
Waldheim.  I  find  this  situation  unac- 
ceptable. Such  significant  records  of 
our  past  should  not  be  so  easily  forgot- 
ten. 

For  nearly  5  years,  the  War  Crime 
Commission  gathered  information  on 


suspected  war  criminals,  amassing 
close  to  40,000  files.  Of  this  number, 
24,500  were  given  an  "A"  rating,  mean- 
ing that  the  Commission  believed  that 
there  was  enough  evidence  for  pros- 
ecution and  conviction  on  the  charge 
of  war  crimes  against  humanity. 

Somewhere  in  the  bowels  of  the  U.N. 
is  the  most  ambitiously  gathered  in- 
formation on  Nazi  war  criminals.  Un- 
fortunately, U.N.  policy  severely  re- 
stricts access  to  these  files  and  valua- 
ble evidence  on  some  of  the  most  hei- 
nous war  criminals  of  all  time  is  being 
suppressed. 

Mr.  President,  my  legislation  would 
withhold  our  contributions  to  the 
United  Nations  after  fiscal  year  1987 
unless  the  U.N.  releases  for  inspection 
all  36,810  War  Crime  Commission  files 
to  law  enforcement  personnel  with  a 
legitimate  jurisdiction  in  this  area.  In 
1984,  the  U.N.  received  over  $1  billion 
from  the  United  States  for  operating 
expenses,  specialized  agencies,  and  vol- 
untary contributions  to  international 
organizations.  My  interest,  however,  is 
not  to  reduce  funds  for  the  operations 
of  the  United  Nations.  I  am  well  aware 
of  that  institution's  funding  problems. 
We  must,  however,  impress  upon  the 
body  the  importance  of  making  those 
files  available  for  proper  examination. 
As  one  of  the  nation-members  of  the 
War  Crimes  Commission,  the  United 
States  must  lead  the  fight  to  make 
these  war  crimes  files  more  accessible. 
Although  the  master  list  of  names  is 
available  to  some  nations,  and  any 
nation  may  request— but  not  necessari- 
ly receive— a  particular  file,  it  is  un- 
conscionable that  law-enforcement  of- 
ficials do  not  have  open  access  to  the 
files  themselves.  There  is  no  reason 
why  responsible  law-enforcement  offi- 
cials with  jurisdiction  in  this  area 
should  not  be  able  to  review  any  or  all 
of  these  files  for  investigatory  pur- 
poses. 

Although  some  worry  that  informa- 
tion on  these  files  may  be  inaccurate,  I 
believe  that  it  would  be  a  bigger  mis- 
carriage of  justice  to  continue  to 
shield  these  files  from  proper  inspec- 
tion. The  files  themselves  may  not  be 
enough  to  indict  a  suspected  war 
criminal,  but  they  would  prove  to  be 
invaluable  supporting  evidence.  We 
would  be  seriously  derelict  to  continue 
to  neglect  a  major  source  of  possible 
evidence  to  assist  in  bringing  a  Nazi 
war  criminal  to  justice.  Current  access 
to  these  files  are  now  so  restricted  and 
difficult  that  it  has  had  a  chilling 
effect  on  efforts  to  obtain  information 
of  possible  war  criminals. 

By  ignoring  these  files,  Mr.  Presi- 
dent, we  ignore  the  past.  We  have 
heard  many  times  that  "we  must  not 
forget  the  Holocaust."  But  that  is 
what  the  U.N.  would  have  us  do  by 
continuing  to  restrict  access  to  the  war 
crimes  files.  If  there  is  information  in 
those  files  that  will  aid  in  the  appre- 
hension and  the  bringing  to  justice  of 


Nazi  murderers  who  now  walk  free, 
then  such  information  must  be  made 
readily  available. 

Mr.  President.  I  strongly  urge  my 
colleagues  to  support  this  important 
piece  of  legislation  and  I  ask  for  expe- 
ditious review  by  the  Senate  Foreign 
Relations  Committee.  I  also  ask  unani- 
mous consent  that  the  full  text  of  this 
legislation  be  printed  in  the  Record. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows 

S.  2858 

Be  it. enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That,  not- 
withstanding any  other  provision  of  law.  on 
or  after  October  1.  1987.  no  pajinent  may  be 
made  by  the  United  States  to  the  United 
Nations  or  any  specialized  agency  thereof 
unless  the  United  Nations  has  released  for 
inspection  to  all  requesting  law  enforcement 
officials  with  a  legitimate  jurisdiction  in 
this  area,  whether  within  or  outside  the 
United  States,  all  36.810  charge  files  in  the 
custody  of  the  United  Nations  which  relate 
to  suspected  Nazi  war  criminals.* 
By  Mr.  MATSUNAGA: 

S.  2860.  A  bill  to  amend  the  Tariff 
Act  of  1930  regarding  the  customs  ad- 
ministration of  duty-free  sales  enter- 
prises; to  the  Committee  on  Finance. 

DUTY-FREE  SALES  ENTERPRISE  ACT 

Mr.  MATSUNAGA.  Mr.  President, 
today  I  am  introducing  the  Duty-Free 
Sales  Enterprise  Act  of  1986.  which 
would  for  the  first  time,  provide  statu- 
tory guidelines  for  the  regulation  of 
duty-free  stores.  My  dear  friend  and 
colleague  from  Hawaii.  Congressman 
Daniel  Akaka.  has  introduced  a  com- 
panion measure  in  the  House  as  H.R. 
5411. 

This  bill  is  the  product  of  many 
months  of  work  by  representatives  of 
the  duty-free  industry,  the  U.S.  Cus- 
toms Service,  and  my  office.  While 
this  legislation  is  particularly  helpful 
to  the  State  of  Hawaii,  it  is  also  impor- 
tant for  the  Nation  as  a  whole  as  there 
are  more  than  100  duty-free  stores  na- 
tionwide, including  stores  at  every 
major  international  airport  and  major 
land  border  crossing. 

The  bill  amends  section  555  of  the 
Tariff  Act  of  1930,  a  provision  regard- 
ing customs  bonded  warehouses.  Duty- 
free sales  enterprises,  as  operated  in 
the  United  States,  are  bonded  ware- 
houses covered  by  special  customs  pro- 
cedures wherein  merchandise  is  of- 
fered for  sale  to  travelers  leaving  the 
United  States,  without  payment  of 
U.S.  duties  and  taxes.  Because  such 
enterprises  operate  as  retail  stores,  the 
general  statutory  and  regulatory  pro- 
visions governing  bonded  warehouses 
are  in  many  cases  inappropriate.  This 
act  establishes  guidelines  specifically 
designed  for  the  imique  characteristics 
of  duty-free  sales  enterprises. 

Duty-free  sales  enterprises  were 
statutorily  provided  for  by  section  205 
of  the  Trade  and  Tariff  Act  of  1984. 
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However,  there  are  no  statutory  guide- 
lines for  the  opeation  of  such  enter- 
prises, nor  are  they  provided  for  by 
regulation.  Until  now,  the  administra- 
tion of  duty-free  sales  enterprises  has 
been  accomplished  by  means  of  Cus- 
toms' internal  directives  and  circulars. 

Duty-free  sales  enterprises  benefit 
the  United  States  in  a  number  of 
ways.  They  pay  substantial  concession 
fees  to  international  airport  operating 
authorities  which  constitute  a  signifi- 
cant percentage  of  total  airport  reve- 
nues. Duty-free  operations  located 
outside  of  airports  pay  substantial 
concession  fees  to  other  local  govern- 
mental entities.  Duty-free  enterprises 
also  induce  foreign  visitors  to  increase 
their  overall  expenditures  in  the 
United  States.  This  makes  duty-free 
stores  one  of  a  decreasing  number  of 
U.S.  businesses  which  contribute  posi- 
tively to  the  U.S.  balance  of  payments. 
Moreover,  duty-free  operations  actual- 
ly attract  tourists  to  the  United 
States,  thereby  benefiting  other  U.S. 
industries,  including  airlines,  hotels, 
and  restaurants.  This  bill  is  designed 
to  preserve  these  benefits  to  the 
United  States. 

The  bill  sets  forth  various  operating 
procedures  for  duty-free  stores  and  au- 
thorizes the  Secretary  of  the  Treasury 
to  promulgate  regulations  based  on 
these  guidelines.  Duty-free  stores,  for 
the  first  time,  are  specifically  author- 
ized to  sell  and  deliver  duty-free  goods 
for  exportation.  Several  limitations 
are  placed  on  duty-free  stores,  includ- 
ing their  physical  location,  quantities 
of  goods  which  may  be  sold  to  any  one 
individual,  and  notification  require- 
ments to  purchasers  of  the  United 
States  and  foreign  customs  law  treat- 
ment of  duty-free  merchandise.  The 
bill  also  outlines  the  various  means  by 
which  duty-free  merchandise  may  be 
delivered  to  purchasers,  and  requires 
that  local  governmental  concessions  be 
obtained  when  necessary. 

I  urge  my  colleagues  to  support  this 
measure  which  will  provide  much- 
needed  legislative  guidelines  for  the 
proper  regulation  of  the  duty-free  in- 
dustry, a  valuable  segment  of  the  na- 
tional economy. 


By  Mr.  Grassley  (for  himself 
and  Mr.  Metzenbauh): 
S.  2861.  A  bill  to  provide  for  re- 
search, education,  and  information  dis- 
semination concerning  Alzheimer's  dis- 
ease and  related  dementias:  to  the 
Committee  on  Labor  and  Human  Re- 
sources. 

ALZHEIMER'S  DISEASE  AND  RELATED  DEMENTIAS 
SERVICES  RESEARCH  ACT 

•  Mr.  GRASSLEY.  Mr.  President, 
today  I  am  introducing  a  bill,  on 
behalf  of  myself  and  Sentators  Metz- 
ENBAUM.  Hawkins,  and  Kerry,  which 
if  passed,  will  provide  authority  for 
the  support  of  distinguished  senior  in- 
vestigator of  services  relevant  research 
on  Alzheimer's  disease,  and  informa- 


tion dissemination  and  educational  ac- 
tivities with  respect  to  Alzheimer's  dis- 
ease. The  bill  would  also  upgrade  the 
coordination  in  the  Department  -* 
Health  and  Human  Services  of  all  re- 
search on  Alzheimer's  disease,  and 
provide  for  advice  to  the  Department 
and  to  the  Congress  and  the  public 
from  an  adivsory  panel  of  knowledgea- 
ble people.  Senator  Metzenbaum  and 
his  staff  have  worked  hard  on  this  bill, 
and  authored  several  of  the  bill's  pro- 
visions. Representative  Snowe  and  her 
staff  also  share  authorship  of  several 
of  the  bill's  provisions  which  were  in- 
troduced separately  in  the  House  of 
Representatives  by  her  as  H.R.  5553 
on  September  18,  and  by  me,  for 
myself  and  Mrs.  Hawkins,  in  the 
Senate  on  September  19.  1986  as  S. 
2846. 

Mr.  President,  as  most  of  my  col- 
leagues know,  Alzheimer's  disease  is 
terrible  costly.  An  estimated  1.5  mil- 
lion people  have  severe  dementia  and 
another  l-to-5  million  have  mild  to 
moderate  dementias.  The  emotional 
burden  on  the  families  of  those  with 
Alzheimer's  disease  is  heavy  and  de- 
structive. The  financial  cost  is  great 
for  Alzheimer's  disease  some  estimates 
of  the  direct  cost  to  the  Nation  of 
caring  and  other  dementia  victims  run 
as  high  as  $40  billion.  Recently,  at  a 
hearing  on  Alzheimer's  disease  of  the 
Subcommittee  on  Aging,  a  witness 
from  the  Office  of  Technology  Assess- 
ment estimated  that  people  with  de- 
mentia constitute  probably  somewhere 
between  60  and  70  percent  of  those 
who  stay  in  nursing  homes  longer 
than  3  months.  As  invariably  noted, 
correctly,  in  discussion  of  dementia, 
the  number  of  those  with  it  will  in- 
crease. By  the  year  2000.  it  is  estimat- 
ed that  the  number  of  those  with 
severe  dementia  will  increase  by  60 
percent. 

Therefore.  Mr.  President,  we  must 
continue  to  place  a  high  priority  on 
discovering  the  cause  of  this  disease, 
and  on  finding  ways  to  assist  families 
and  other  caregivers  who  have  the  re- 
sponsibility of  caring  for  Alzheimer's 
disease  victims.  The  bill  we  are  intro- 
ducing today  will  do  this  in  several 
ways. 

First,  the  bill  would  authorize  the 
existing  Secretary's  Task  Force  on  Alz- 
heimer's Disease,  created  administra- 
tively by  Secretary  Heckler  and  con- 
tinued under  Secretary  Bowen.  The 
bill  gives  the  same  mandate  to  the 
task  force  as  that  given  it  by  Secretary 
Heckler,  but  also  requires  it  to  report 
to  the  Congress  and  the  public  at  least 
annually  and  requires  it  to  assist  the 
three  agencies  in  the  development  of  a 
plan  for  the  expenditure  of  the  $6  mil- 
lion authorized  for  services  relevant 
research.  No  additional  funds  are  pro- 
vided for  the  task  force.  By  authoriz- 
ing the  Secretary's  Task  Force  on  Alz- 
heimer's Disease  as  a  Council  of  the 
Department  or  the  5-year  authoriza- 


tion period,  we  will  increase  the  status 
of,  and  emphasis  placed  on,  the  prob- 
lem of  Alzheimer's  disease  in  the  De- 
partment. The  present  task  force  has 
worked  well  and  has  certainly  made  an 
important  contribution  to  the  in- 
creased emphasis  placed  on  Alzhei- 
mer's disease  and  related  dementias  in 
recent  years;  the  authorization  of  this 
Council  by  the  Congress  auid  the  re- 
quirement that  it  report  annually  to 
the  Congress  and  the  public  will  serve 
to  reinforce  the  high  priority  which 
should  be  placed  by  the  Department 
on  dealing  with  dementia  and  the 
problems  it  creates.  This  Council 
would  also  be  required  to  assist  the 
National  Institute  on  Aging,  the  Na- 
tional Institute  of  Mental  Health  and 
the  National  Center  for  Health  Serv- 
ices Research  in  making  the  plan  they 
will  be  required  to  make  prior  to 
spending  any  of  the  money  authorized 
by  this  bill.  I  hope  that  this  provision 
will  help  to  assure  that  there  is  ade- 
quate coordination  within  the  Depart- 
ment of  the  research  activities  related 
to  Alzheimer's  disease.  No  funds  are 
provided  for  this  activity. 

Second,  the  bill  would  create  an  ad- 
visory panel  of  knowledgeable  individ- 
uals from  the  private  or  State/local 
government  sectors  to  advise  the  De- 
partment, the  Congress  and  the  public 
on  emerging  issues  and  future  prior- 
ities with  respect  to  Alzheimer's  dis- 
ease. This  group  would  complement 
the  Secretary's  task  force  by  providing 
additional  views,  for  consideration  of 
the  Secretary,  which  are  unfettered  by 
the  institutional  commitments  of  Fed- 
eral agencies.  It  would  also  provide  the 
Congress  with  a  knowledgeable  single 
source  of  advice  and  recommendations 
with  respect  to  Alzheimer's  disease 
and  related  dementias.  The  bill  would 
provide  $100,000  annually  for  this 
panel.  It  is  my  hope  that,  between  the 
Secretary's  task  force  and  the  outside 
advisory  group,  the  Alzheimer's  effort 
of  the  Federal  Government  will  be 
better  coordinated  and  focused  on  the 
highest  priority  activities. 

Third,  it  authorizes  the  National  In- 
stitute on  Aging  to  make  awards  to 
senior  investigators  who  have  distin- 
guished records  in  biomedical  research 
on  Alzheimer's  disease.  Such  individ- 
uals would  be  recommended  by  the 
National  Advisory  Council  on  Aging, 
the  longstanding  advisory  group  for 
the  NIA.  and  would  be  chosen  by  the 
Institute.  The  Institute  would  be  able 
to  continue  the  support  of  the  individ- 
uals chosen  for  such  awards  for  up  to 
7  years  without  requiring  from  them 
lengthy  and  elaborate  research  pro- 
posals. In  this  way.  it  is  our  hope  that 
such  individuals  will  be  able  to  devote 
the  time  usually  consumed  by  propos- 
al preparation  to  research  and  train- 
ing. Such  individuals  would  also  be 
able  to  use  some  of  the  funds  provided 
them  by  the  agency  to  train  exception- 
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ally promising  young  biomedical  re- 
searchers who  are  interested  in  work- 
ing on  Alzheimer's  disease  or  related 
dementias.  The  bill  authorizes  $5  mil- 
lion aimually  for  this  program. 

Fourth,  the  bill  authorizes  a  pro- 
gram of  services-relevant  research  on 
Alzheimer's  disease  and  related  de- 
mentias. Although  our  effort  in  bio- 
medical research  on  Alzheimer's  dis- 
ease and  related  dementias  is  up  and 
running,  our  effort  is  directed  to 
better  understanding  of  how  to  take 
care  of  people  with  Alzheimer's  dis- 
ease in  the  here  and  now— on  services- 
relevant  research,  in  other  words— is 
minimal.  In  a  survey  of  relevant  Fed- 
eral agencies  conducted  by  the  sub- 
committee, we  found  that,  in  contrast 
to  the  $50  million  being  spent  for  basic 
biomedical  research,  only  about 
$500,000  to  $1  million  is  being  spent  on 
services-relevant  research  focused  on 
those  with  dementia.  It  is  true  that 
these  figures  do  not  include  research 
on  long-term  care  systems  which  may 
have  implications  for  caring  for  people 
with  Alzheimer's  disease;  they  include 
only  research  specific  to  caring  for 
Alzheimer's  disease  victims.  While  we 
must  look  to  biomedical  research  for 
eventual  solutions  to  the  problem  of 
Alzheimer's  disease  and  related  de- 
mentias, we  must  look  to  services-rele- 
vant research  to  help  us  better  under- 
stand how  to  take  care  of  the  great 
numbers  of  people  who  are  presently 
afflicted  with  dementia. 

The  bill  we  are  introducing  today  au- 
thorizes armually  $2  million  each  for 
the  National  Institute  on  Aging,  the 
National  Institute  of  Mental  Health, 
and  the  National  Center  for  Health 
Services  Research  for  the  support  of 
services-relevant  research  which  falls 
within  the  general  mandate  of  each 
agency. 

Fifth,  the  bill  would  authorize  the 
National  Institute  on  Aging  to  spend 
$1.5  million  for  the  dissemination  of 
irvformation  about  current  research  ef- 
forts in  the  Federal  Government  and 
about  services  available  for  the  care  of 
people  with  Alzheimer's  disease.  The 
National  Institute  on  Aging  would  be 
able  to  support  an  external  clearing- 
house which  would  have  the  capacity 
to  respond  to  inquiries  about  available 
services.  The  problem  of  getting  infor- 
mation about  what  services  are  avail- 
able is  invariably  citfed  by  the  families 
of  dementia  victims  as  one  of  the  most 
serious  they  face.  Although  there  will 
be  obvious  limits  to  what  such  a  clear- 
inghouse activity  can  do  in  the  way  of 
direct  assistance  to  victims  and  their 
families,  judicious  organization  and 
priority  setting  by  the  agency  and 
whatever  outside  group  is  chosen  to 
implement  this  aspect  of  the  bill 
should  enable  them  to  make  a  real  dif- 
ference to  victims  and  their  families. 

Sixth,  the  bill  would  authorize  $1 
million  annually  to  the  National  Insti- 
tute on  Aging  to  conduct  education  ac- 


tivities with  respect  to  Alzheimer's  dis- 
ease. These  activities  would  be  direct- 
ed toward  caregivers  and  toward  other 
categories  of  workers,  primarily  safety 
and  transportation  workers,  who 
might  in  the  course  of  their  duties  en- 
counter dementia  victims  and  be 
unable,  without  some  knowledge  of 
the  disease,  to  respond  appropriately. 

The  bill  authorizes  all  the  activities 
I  have  described  for  5  years,  1987-91; 
funds  would  be  provided,  however,  for 
4  years,  1988-91.  The  total  amount  of 
money  authorized  on  an  armual  basis 
is  $12.4  million. 

Mr.  President,  I  think  the  program 
contemplated  by  the  bill  we  are  intro- 
ducing today,  for  a  relatively  small 
amount  of  money,  can  help  us  contin- 
ue the  remarkable  progress  we  have 
made  in  recent  years  against  this  dis- 
ease. 

Mr.  President,  I  ask  unanimous  con- 
sent that  a  summary  and  the  text  of 
the  bill  be  printed  in  the  Record  after 
my  statement. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2861 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  this 
Act  may  be  cited  as  the  "Alzheimer's  Dis- 
ease and  Related  Dementias  Services  Re- 
search Act  of  1986  ". 

FINDINGS 

Sec.  2.  The  Congress  finds  that— 

(1)  best  estimates  indicate  that  between 
2.000,000  and  3,000,000  Americans  presently 
have  Alzheimer's  disease  or  related  demen- 
tias: 

(2)  estimates  of  the  number  of  individuals 
afflicted  with  Alzheimer's  disease  and  relat- 
ed dementias  are  unreliable  because  current 
diagnostic  procedures  lack  accuracy  and 
sensitivity  and  because  there  is  a  need  for 
epidemiological  data  on  incidence  and  prev- 
alence of  such  disease  and  dementias: 

(3)  studies  estimate  that  between  one-half 
and  two-thirds  of  patients  in  nursing  homes 
meet  the  clinical  and  mental  status  criteria 
for  dementia: 

(4)  the  care  for  individuals  with  Alzhei- 
mer's disease  and  related  dementias  falls 
primarily  on  their  families,  and  such  care  is 
very  often  financially  and  emotionally  dev- 
astating: 

(5)  the  cost  of  caring  for  individuals  with 
Alzheimer's  disease  and  related  dementias  is 
great,  and  conservative  estimates  range  be- 
tween $38,000,000,000  and  $42,000,000,000 
per  year  solely  for  direct  costs: 

(6)  although  substantial  progress  has  been 
made  in  recent  years  in  identifying  p>ossible 
leads  to  the  causes  of  Alzheimer's  disease 
and  related  dementias  and  more  progress 
can  be  expected  in  the  near  future,  there  is 
little  likelihood  of  a  breakthrough  in  the 
foreseeable  future  which  would  eliminate  or 
substantially  reduce  the  number  of  individ- 
uals with  such  disease  and  dementias  or  the 
difficulties  of  caring  for  such  individuals: 

(7)  attempts  to  reduce  the  emotional  and 
financial  burden  of  caring  for  dementia  pa- 
tients is  impeded  by  a  lack  of  knowledge 
about  such  patients,  how  to  care  for  such 
patients,  the  costs  associated  with  such  care, 
the  effectiveness  of  various  modes  of  care, 
the  quality  and  type  of  care  necessary  at 


various  stages  of  the  disease,  and  other  ap- 
propriate services  that  are  needed  to  pro- 
vide quality  care: 

(8)  the  results  of  the  little  research  that 
has  l)een  undertaken  concerning  dementia 
has  been  inadequate  or  the  results  have  not 
been  widely  disseminated: 

(9)  more  knowledge  is  needed  concern- 
ing— 

(A)  the  epidemiology  of,  smd  the  identifi- 
cation of  risk  factors  for.  Alzheimer's  dis- 
ease and  related  dementias: 

(B)  the  development  of  methods  for  early 
diagnosis,  functional  assessment,  and  psy- 
chological evaluation  of  individuals  with 
Alzheimer's  disease  for  the  purpose  of  moni- 
toring the  course  of  the  disease  and  develop- 
ing strategies  for  improving  the  quality  of 
life  for  such  individuals: 

(C)  the  understanding  of  the  optimal 
range  and  cost-effectiveness  of  community 
and  institutional  services  for  individuals 
with  Alzheimer's  disease  and  related  demen- 
tias and  their  families,  particularly  with  re- 
spect to  the  design,  delivery,  staffing,  and 
mix  of  such  services  and  the  coordination  of 
such  services  with  other  services,  and  with 
respect  to  the  relationship  of  formal  to  in- 
formal support  services: 

(D)  the  understanding  of  optimal  methods 
to  combine  formal  support  services  provided 
by  health  care  professionals  with  informal 
support  services  provided  by  family,  friends, 
and  neighbors  of  individuals  with  Alzhei- 
mer's disease,  and  the  identification  of  ways 
family  caregivers  can  be  sustained  through 
interventions  to  reduce  psychological  and 
social  problems  and  physical  problems  in- 
duced by  stress; 

(E)  existing  data  that  are  relevant  to  Alz- 
heimer's disease  and  related  dementias:  and 

<P)  the  costs  incurred  in  caring  for  individ- 
uals with  Alzheimer's  disease  and  related 
dementias; 

(10)  it  is  imperative  to  provide  appropriate 
coordination  of  the  efforts  of  the  Federal 
Government  in  the  provision  of  services  for 
individuals  with  Alzheimer's  disease  and  re- 
lated dementias; 

(11)  it  is  important  to  increase  the  under- 
standing of  Alzheimer's  disease  and  related 
dementias  by  the  diverse  range  of  personnel 
involved  in  the  care  of  individuals  with  such 
disease  and  dementias:  and 

(12)  it  is  imperative  that  the  Social  Securi- 
ty Administration  be  provided  information 
pertaining  to  Alzheimer's  disease  and  relat- 
ed dementias,  particularly  for  personnel  in 
such  Administration  involved  in  the  estab- 
lishment and  updating  of  criteria  for  deter- 
mining whether  an  individual  is  under  a  dis- 
ability for  purposes  of  titles  II  and  XVI  of 
the  Social  Security  Act. 

TITLE  I— COUNCIL  ON  ALZHEIMER'S 
DISEASE 

ESTABLISHMENT 

Sec.  101.  (a)  There  is  established  in  the 
Department  of  Health  and  Human  Services 
(hereinafter  referred  to  as  the  'Depart- 
ment") the  Council  on  Alzheimer's  Disease 
(hereinafter  referred  to  as  the  'Council "). 
The  Council  shall  be  composed  of— 

( 1 )  the  Assistant  Secretary  for  Health: 

(2)  the  Surgeon  General  of  the  United 
States: 

(3)  the  Assistant  Secretary  for  Planning 
and  Evaluation: 

(4)  the  Director  of  the  National  Institute 
of  Allergy  and  Infectious  Diseases; 

(5)  the  Director  of  the  National  Institute 
of  Mental  Health; 


25686 


CONGRESSIONAL  RECORD— SENATE 


September  23,  1986 


(6)  the  Director  of  the  National  Institute 
of  Neurological  and  Communicative  Dis- 
eases and  Stroke: 

(7)  the  Director  of  the  National  Institute 
on  Aging: 

(8)  the  Commissioner  on  Aging: 

(9)  the  Administrator  of  the  Health  Care 
Financing  Administration  (or  the  designee 
of  such  Administrator): 

(10)  the  Director  of  the  National  Center 
for  Health  Services  Research  and  Health 
Care  Technology  Assessment: 

(11)  the  Administrator  of  Veterans'  Af- 
fairs (or  the  designee  of  such  Administra- 
tor): and 

(12)  such  additional  members  as  the  Sec- 
retary of  Health  and  Human  Services  (here- 
inafter referred  to  as  the  "Secretary")  con- 
siders appropriate. 

(b)  The  Secretary  shall  select  a  Chairman 
for  the  Council  from  among  its  members. 

(c)  A  majority  of  the  members  of  the 
Council  shall  constitute  a  quorum,  but  a 
lesser  number  may  hold  hearings. 

(d)  The  Council  shall  meet  periodically  at 
the  call  of  the  Chairman,  but  not  less  than 
twice  each  year. 

(e)  The  Secretary  shall  appoint  an  Execu- 
tive Secretary  for  the  Council  and  shall  pro- 
vide the  Council  with  such  additional  ad- 
ministrative staff  and  support  as  may  be 
necessary  to  enable  the  Council  to  carry  out 
its  functions. 

FUNCTIONS 

Ssc.  102.  (a)  The  Council  shall— 

(1)  coordinate  continuing  research  con- 
ducted by  or  through  the  Department  on 
Alzheimer's  disease  and  related  dementias: 

(2)  establish  a  mechanism  for  the  sharing 
of  information  among  all  officers  and  em- 
ployees of  the  Department  involved  in  car- 
rying out  programs  serving  elderly  individ- 
uals: 

(3)  identify  the  most  promising  areas  of 
research  concerning  Alzheimer's  disease  and 
related  dementias: 

(4)  establish  mechanisms  to  use  the  re- 
sults of  research  concerning  Alzheimer's  dis- 
ease and  related  dementias  in  the  develop- 
ment of  policies,  programs,  and  means  to 
improve  the  quality  of  life  for  older  Ameri- 
cans: amd 

(5)  assist  the  National  Institute  on  Aging, 
the  National  Institute  of  Mental  Health, 
and  the  National  Center  for  Health  Services 
Research  and  Health  Care  Technology  As- 
sessment in  developing  and  coordinating  the 
plans  for  research  required  under  title  IV. 
and  in  making  revisions  in  such  plans. 

(b)(1)  Not  later  than  9  months  after  the 
date  of  enactment  of  this  Act,  the  Council 
shall  transmit  to  the  Congress  and  make 
available  to  the  public  a  report  detailing  the 
plans  for  research  prepared  by  the  National 
Institute  on  Aging,  the  National  Institute  of 
Mental  Health,  and  the  National  Center  for 
Health  Services  Research  and  Health  Care 
Technology  Assessment  under  title  IV.  Such 
report  shall— 

(A)  descrit>e.  insofar  as  feasible,  the  activi- 
ties to  be  carried  out  under  such  title  during 
each  of  the  fiscal  years  1987,  1988.  1989, 
1990,  and  1991:  and 

(B)  ensure  that  activities  carried  out 
under  such  title  are  coordinated  with,  and 
use,  to  the  maximum  extent  feasible,  the  re- 
sources of,  other  Federal  programs  relating 
to  Alzheimer's  disease  and  related  demen- 
tias, including  centers  supported  under  sec- 
tion 445  of  the  Public  Health  Service  Act, 
centers  supported  by  the  National  Institute 
of  Mental  Health  on  the  psychopathology 
of  the  elderly,  relevant  activities  of  the  Ad- 
ministration on  Aging,  other  centers  sup- 


ported by  Federal  funds  involved  in  re- 
search on  Alzheimer's  disease  and  related 
dementias,  and  other  programs  relating  to 
Alzheimer's  disease  and  related  dementias 
which  are  planned  or  conducted  by  Federal 
agencies  other  than  the  Department,  State 
or  local  agencies,  community  organizations, 
or  private  foundations. 

(2)  Within  1  year  after  the  date  on  which 
the  report  required  by  paragraph  (1)  is 
transmitted  to  the  Congress,  and  annually 
thereafter,  the  Council  shall  transmit  to  the 
Congress,  and  make  available  to  the  public, 
a  report  on— 

(A)  the  revisions  made  by  the  National  In- 
stitute on  Aging,  the  National  Institute  of 
Mental  Health,  and  the  National  Center  for 
Health  Services  Research  and  Health  Care 
Technology  Assessment  in  the  plans  for  re- 
search required  by  title  IV: 

(B)  progress  made  by  research  sponsored 
by  the  Federal  Government  on  Alzheimer's 
disease  and  related  dementias:  and 

(C)  new  directions  in  research  on  Alzhei- 
mer's disease  and  related  dementias  which 
the  C^ouncil  considers  potentially  important. 

TITLE  II-ADVISORY  PANEL  ON 
ALZHEIMER'S  DISEASE 

ESTABLISHMENT  OF  PANEL 

Sec  201.  (a)  There  is  established  in  the 
Department  the  Advisory  Panel  on  Alzhei- 
mer's Disease  (hereinafter  referred  to  as  the 
'Panel').  The  Panel  shall  be  composed  of— 

(1)  15  voting  members  appointed  by  the 
Director  of  the  Office  of  Technology  Assess- 
ment, of  which— 

(A)  3  shall  be  individuals  who  are  biomedi- 
cal research  scientists  with  demonstrated 
achievements  in  biomedical  research  relat- 
ing to  Alzheimer's  disease,  including  at  least 
one  individual  who  is  a  researcher  at  a 
center  supported  under  section  445  of  the 
Public  Health  Service  Act: 

(B)  3  shall  be  individuals  with  demonstrat- 
ed achievements  in  research  relevant  to 
services  for  the  care  of  individuals  with  Alz- 
heimer's disease  and  related  dementias: 

(C)  3  shall  be  individuals  who  are  provid- 
ers of  services,  or  administrators  of  organi- 
zations which  provide  services,  for  individ- 
uals with  Alzheimer's  disease  and  related 
dementias  and  their  families: 

(D)  3  shall  be  individuals  who  are  experts 
in  the  financing  of  health  care  services  and 
long-term  care  services,  including  one  indi- 
vidual who  is  a  representative  of  private 
health  care  services  insurers:  and 

(E)  3  shall  be  representatives  of  national 
voluntary  organizations  which'  are  con- 
cerned with  the  problems  of  individuals 
with  Alzheimer's  disease  and  related  demen- 
tias and  their  families:  and 

(2)  the  Chairman  of  the  Council,  the  Di- 
rector of  the  National  Institute  on  Aging, 
the  Director  of  the  National  Institute  of 
Mental  Health,  the  Director  of  the  National 
Center  for  Health  Services  Research  and 
Health  Care  Technology  Assessment,  and 
the  Commissioner  on  Aging,  who  shall  be 
nonvoting  ex  officio  members. 

(b)  The  Director  of  the  Office  of  Technol- 
ogy Assessment  shall  appoint  members  to 
the  Panel  under  subsection  (a)(1)  within  90 
days  after  the  date  of  enactment  of  this  Act. 

(c)  The  Secretary  shall  appoint  a  Chair- 
man of  the  Panel  from  among  the  members 
appointed  under  subsection  (a)(1). 

(d)  Members  of  the  Panel  shall  serve  for 
the  life  of  the  Panel.  A  vacancy  on  the 
Panel  shall  be  filled  in  the  same  manner  as 
the  original  appointment  was  made.  A  va- 
cancy on  the  Panel  shall  not  affect  its 
powers. 


(e)  A  majority  of  the  members  of  the 
Panel  appointed  under  subsection  (a)(1) 
shall  constitute  a  quorum,  but  a  lesser 
number  may  hold  hearings.  The  Panel  may 
establish  such  subcommittees  as  the  Panel 
considers  appropriate. 

(f)  The  Panel  shall  meet  at  the  call  of  the 
Chairman,  but  not  less  than  twice  per  year. 

(g)  The  Executive  Secretary  of  the  Coun- 
cil shall  serve  as  Executive  Secretary  of  the 
Panel.  The  Secretary  shall  provide  the 
Panel  with  such  additional  administrative 
staff  and  support  as  may  be  necessary  to 
enable  the  Panel  to  carry  out  its  functions. 

(h)  Each  member  of  the  Panel  appointed 
under  subsection  (a)(1)  shall  receive  com- 
pensation at  a  rate  of  $100  per  day  for  each 
day.  including  travel  time,  that  such 
member  is  engaged  in  duties  as  a  member  of 
the  Panel.  While  away  from  their  homes  or 
regular  places  of  business  in  the  perform- 
ance of  duties  as  a  member  of  the  Panel, 
members  of  the  Panel  appointed  under  sub- 
section (a)(1)  shall  be  allowed  travel  ex- 
penses, including  per  diem  in  lieu  of  subsist- 
ence, at  rates  authorized  for  employees  of 
agencies  under  section  5702  of  title  5, 
United  States  Code. 

FUNCTIONS  OF  THE  PANEL 

Sec.  202.  (a)  The  Panel  shall  assist  the 
Secretary  and  the  Council  in  the  identifica- 
tion of  priorities  and  emerging  issues  with 
respect  to  Alzheimer's  disease  and  related 
dementias  and  the  care  of  individuals  with 
such  disease  and  dementias.  The  Panel  shall 
advise  the  Secretary  and  the  Council  with 
respect  to  the  identification  of— 

(1)  emerging  issues  in.  and  promising 
areas  of.  biomedical  research  relating  to  Alz- 
heimer's disease  and  related  dementias: 

(2)  emerging  issues  in.  and  promising 
areas  of.  research  relating  to  services  for  in- 
dividuals with  Alzheimer's  disease  and  relat- 
ed dementias  and  their  families: 

(3)  emerging  issues  and  promising  initia- 
tives in  home  and  community  based  serv- 
ices, and  systems  of  such  services,  for  indi- 
viduals with  Alzheimer's  disease  and  related 
dementias  and  their  families:  and 

(4)  emerging  issues  in.  and  innovative  fi- 
nancing mechanisms  for.  payment  for 
health  care  services  and  social  services  for 
individuals  with  Alzheimer's  disease  and  re- 
lated dementias  and  their  families,  particu- 
larly financing  mechanisms  in  the  private 
sector. 

(b)  The  Panel  shall  prepare  and  transmit 
to  the  Congress,  the  Secretary,  and  the 
Council,  and  make  available  to  the  public, 
an  annual  report.  Such  report  shall  contain 
such  recommendations  as  the  Panel  consid- 
ers appropriate  for  administrative  and  legis- 
lative actions  to  improve  services  for  individ- 
uals with  Alzheimer's  disease  and  related 
dementias  and  their  families  and  to  provide 
for  promising  biomedical  research  relating 
to  Alzheimer's  disease  and  related  demen- 
tias. 

AUTHORIZATION  OF  APPROPRIATIONS 

Sec  203.  To  carry  out  this  title,  there  are 

authorized  to  be  appropriated  $100,000  for 

each  of  the  fiscal  years  1988  through  1991. 

TITLE  III-AWARDS  FOR  LEADERSHIP 

AND   EXCELLENCE   IN   ALZHEIMER'S 

DISEASE  AND  RELATED  DEMENTIAS 

AWARDS  AUTHORIZED 

Sec  301.  (a)  The  Director  of  the  National 
Institute  on  Aging  shall  make  awards  to 
senior  researchers  who  have  made  distin- 
guished achievements  in  biomedical  re- 
search in  areas  relating  to  Alzheimer's  dis- 
ease and  related  dementisis.  Awards  under 
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this  section  shall  be  used  by  the  recipients 
to  support  research  in  areas  relating  to  such 
disease  and  dementias,  and  may  be  used  by 
the  recipients  to  train  junior  researchers 
who  demonstrate  exceptional  promise  to 
conduct  research  in  such  areas. 

(b)  The  Director  of  the  National  Institute 
on  Aging  may  make  awards  under  this  sec- 
tion to  researchers  at  centers  supported 
under  section  445  of  the  Public  Health  Serv- 
ice Act  and  to  researchers  at  other  public 
and  nonprofit  private  entities. 

(c)  The  Director  of  the  National  Institute 
on  Aging  shall  make  awards  under  this  sec- 
tion only  to  researchers  who  have  been  rec- 
ommended for  such  awards  by  the  National 
Advisory  Council  on  Aging. 

(d)  The  Director  of  the  National  Institute 
on  Aging  shall  establish  procedures  for  the 
selection  of  the  recipients  of  awards  under 
this  section. 

(e)  Awards  under  this  section  shall  be 
made  for  a  one-year  period,  and  may  be  re- 
newed for  not  more  than  six  additional  con- 
secutive one-year  periods. 

AUTHORIZATION  OF  APPROPRIATIONS 

Sec.  302.  To  carry  out  this  title,  there  are 
authorized  to  be  appropriated  $5,000,000  for 
each  of  the  fiscal  years  1988  through  1991. 
Amounts  authorized  to  be  appropriated 
under  this  section  are  in  addition  to 
amounts  authorized  to  be  appropriated  for 
biomedical  research  relating  to  Alzheimer's 
disease  and  related  dementias  under  title  IV 
of  this  Act  and  under  other  provisions  of 
law. 

TITLE    IV-RESEARCH    RELATING    TO 
SERVICES    FOR    INDIVIDUALS   WITH 
ALZHEIMER'S  DISEASE  AND  RELAT- 
ED   DEMENTIAS    AND    THEIR    FAMI- 
LIES 
Part  A— Responsibilities  of  the  National 
Institute  on  Aging 
research  program  and  plan 
Sec.  401.  (a)  The  Director  of  the  National 
Institute  on  Aging  shall  conduct,  or  make 
grants  for  the  conduct  of.  research  relevant 
to  appropriate  services  for  individuals  with 
Alzheimer's  disease  and  related  dementias 
and  their  families. 

(b)(1)  Within  6  months  after  the  date  of 
enactment  of  this  Act,  the  Director  of  the 
National  Institute  on  Aging  shall  prepare 
and  transmit  to  the  Chairman  of  the  Coun- 
cil a  plan  for  the  research  to  be  conducted 
under  subsection  (a).  The  plan  shall— 

(A)  provide  for  research  concerning— 

(i)  the  epidemiology  of.  and  the  identifica- 
tion of  risk  factors  for.  Alzheimer's  disease 
and  related  dementias:  and 

(ii)  the  development  and  evaluation  of  re- 
liable and  valid  multidimensional  diagnostic 
and  assessment  procedures  and  instruments: 
and 

(B)  ensure  that  research  carried  out  under 
the  plan  is  coordinated  with,  and  uses,  to 
the  maximum  extent  feasible,  resources  of, 
other  Federal  programs  relating  to  Alzhei- 
mer's disease  and  related  dementias,  includ- 
ing centers  supported  under  section  445  of 
the  Public  Health  Service  Act,  centers  sup- 
ported by  the  National  Institute  of  Mental 
Health  on  the  psychopathology  of  the  el- 
derly, relevant  activities  of  the  Administra- 
tion on  Aging,  other  programs  and  centers 
involved  in  research  on  Alzheimer's  disease 
and  related  dementias  supported  by  the  De- 
partment, and  other  programs  relating  to 
Alzheimer's  disease  and  related  dementias 
which  are  planned  or  conducted  by  Federal 
agencies  other  than  the  Department.  State 
or  local  agencies,  community  organizations. 
or  private  foundations. 


(2)  Within  one  year  after  transmitting  the 
plan  required  under  paragraph  (1).  and  an- 
nually thereafter,  the  Director  of  the  Na- 
tional Institute  on  Aging  shall  prepare  and 
transmit  to  the  Chairman  of  the  Council 
such  revisions  of  such  plan  as  the  Director 
considers  appropriate. 

(c)  In  preparing  and  revising  the  plan  re- 
quired by  subsection  (b),  the  Director  of  the 
National  Institute  on  Aging  shall  consult 
with  the  Chairman  of  the  Council  and  the 
heads  of  agencies  within  the  Department. 

DISSEMINATION 

Sec  402.  The  Director  of  the  National  In- 
stitute on  Aging  shall  disseminate  the  re- 
sults of  research  conducted  under  this  part 
to  appropriate  professional  entities  and  to 
the  public. 

AUTHORIZATION  OF  APPROPRIATIONS 

Sec  403.  To  carry  out  this  part,  there  are 

authorized  to  be  appropriated  $2,000,000  for 

each  of  fiscal  years  1988  through  1991. 

Part  B— Responsibilities  of  the  National 

Institute  of  Mental  Health 

research  program  and  plan 

Sec  411.  (a)  The  Director  of  the  National 
Institute  of  Mental  Health  shall  conduct,  or 
make  grants  for  the  conduct  of,  research 
relevant  to  appropriate  services  for  individ- 
uals with  Alzheimer's  disease  and  related 
dementias  and  their  families. 

(b)(1)  Within  6  months  after  the  date  of 
enactment  of  this  Act,  the  Director  of  the 
National  Institute  of  Mental  Health  shall 
prepare  and  transmit  to  the  Chairman  of 
the  Council  a  plan  for  the  research  to  be 
conducted  under  subsection  (a).  The  plan 
shall— 

(A)  provide  for  research  concerning— 

(i)  mental  health  services  and  treatment 
modalities  relevant  to  the  mental,  behavior- 
al, and  psychological  problems  associated 
with  Alzheimer's  disease  and  related  demen- 
tias: 

(ii)  the  most  effective  methods  for  provid- 
ing comprehensive  multidimensional  assess- 
ments to  obtain  information  about  the  cur- 
rent functioning  of,  and  needs  for  the  care 
of,  individuals  with  Alzheimer's  disease  and 
related  dementias: 

(iii)  the  optimal  range  and  cost-effective- 
ness of  community  and  institutional  services 
for  individuals  with  Alzheimer's  disease  and 
related  dementias  and  their  families,  par- 
ticularly with  respect  to  the  design  of  such 
services,  appropriate  staffing  for  the  provi- 
sion of  such  services,  the  timing  of  such 
services  during  the  progression  of  such  dis- 
ease or  dernentias.  and  the  appropriate  mix 
and  coordination  of  such  services: 

(iv)  the  efficacy  of  various  special  care 
units  in  the  United  States  for  individuals 
with  Alzheimer's  disease,  including  an  as- 
sessment of  the  costs  incurred  in  operating 
such  units,  appropriate  standards  to  be  used 
by  such  units,  and  the  measurement  of  pa- 
tient outcomes  in  such  units: 

(V)  methods  to  combine  formal  support 
services  provided  by  health  care  profession- 
als for  individuals  with  Alzheimer's  disease 
and  related  dementias  with  informal  sup- 
port services  provided  for  such  individuals 
by  their  families,  friends,  and  neighbors,  in- 
cluding services  such  as  day  care  services, 
respite  care  services,  home  care  services,  and 
nursing  home  services,  and  an  evaluation  of 
the  services  actually  used  for  such  individ- 
uals and  the  sources  of  payment  for  such 
services: 

(vi)  methods  to  sustain  family  members 
who  provide  care  for  individuals  with  Alz- 
heimer's disease  and  related  dementias 
through  interverttions  to  reduce  psychologi- 


cal and  social  problems  sind  physical  prob- 
lems induced  by  stress:  and 

(vii)  improved  methods  to  deliver  services 
for  individuals  with  Alzheimer's  disease  and 
related  dementias  and  their  families,  includ- 
ing services  such  as  outreach  services,  com- 
prehensive assessment  and  care  manage- 
ment services,  outpatient  treatment  serv- 
ices, home  care  services,  respite  care  serv- 
ices, adult  day  care  services,  partial  hospi- 
talization services,  and  nursing  home  serv- 
ices: and 

(B)  ensure  that  research  carried  out  under 
the  plan  is  coordinated  with,  and  uses,  to 
the  maximum  extent  feasible,  resources  of, 
other  Federal  programs  relating  to  Alzhei- 
mer's disease  and  dementia,  including  cen- 
ters supported  under  section  445  of  the 
Public  Health  Service  Act,  centers  support- 
ed by  the  National  Institute  of  Mental 
Health  on  the  psychopathology  of  the  el- 
derly, relevant  activities  of  the  Administra- 
tion on  Aging,  other  programs  and  centers 
involved  in  research  on  Alzheimer's  disease 
and  related  dementias  supported  by  the  De- 
partment, and  other  programs  relating  to 
Alzheimer's  disease  and  related  dementias 
which  are  planned  or  conducted  by  Federal 
agencies  other  than  the  Department.  State 
or  local  agencies,  community  organizations, 
or  private  foundations. 

(2)  Within  one  year  after  transmitting  the 
plan  required  under  paragraph  (1).  and  an- 
nually thereafter,  the  Director  of  the  Na- 
tional Institute  of  Mental  Health  shall  pre- 
pare and  transmit  to  the  Chairman  of  the 
Council  such  revisions  of  such  plan  as  the 
Director  considers  appropriate. 

(c)  In  preparing  and  revising  the  plan  re- 
quired by  subsection  (b).  the  Director  of  the 
National  Institute  of  Mental  Health  shall 
consult  with  the  Chairman  of  the  Council 
and  the  heads  of  agencies  within  the  De- 
partment. 

dissemination 
Sec.  412.  The  Director  of  the  National  In- 
stitute of  Mental  Health  shall  disseminate 
the  results  of  research  conducted  under  this 
part  to  appropriate  professional  entities  and 
to  the  public. 

authorization  of  appropriations 

Sec  413.  To  carry  out  this  part,  there  are 

authorized  to  be  appropriated  $2,000,000  for 

each  of  fiscal  years  1988  through  1991. 

Part  C— Responsibilities  of  the  National 

Center   for   Health   Services   Research 

AND  Health  Care  Technology  Assessment 

research  program  and  plan 
Sec  421.  (a)  The  Director  of  the  National 
Center  for  Health  Services  Research  and 
Health  Care  Technology  Assessment  shall 
conduct,  or  make  grants  for  the  conduct  of, 
research  relevant  to  appropriate  services  for 
individuals  with  Alzheimer's  disease  and  re- 
lated dementias  and  their  families. 

(b)(1)  Within  6  months  after  the  date  of 
enactment  of  this  Act.  the  Director  of  the 
National  Center  for  Health  Services  ^Re- 
search and  Health  Care  Technology  Assess- 
ment shall  prepare  and  transmit  to  the 
Chairman  of  the  Council  a  plan  for  the  re- 
search to  be  conducted  under  subsection  (a). 
The  plan  shall— 

(A)  provide  for  the  inventory  and  analysis 
of  existing  data  and  studies  relevant  to  Alz- 
heimer's disease  and  related  dementias,  in- 
cluding data  and  studies  available  through 
the  Health  Care  Financing  Administration, 
the  Administration  on  Aging,  the  National 
Center  for  Health  Statistics,  the  Office  of 
Human  Development  Services,  the  Office  of 
the  Assistant  Secretary  for  Planning  and 
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Evaluation,  and  the  Veteran's  Administra- 
tion; 

(B)  provide  for  research  concerning  the 
costs  incurred  by  individuals  with  Alzhei- 
mer's disease  and  related  dementias  in  ob- 
taining services,  particularly  services  which 
are  essential  to  such  individuals  and  which 
are  not  needed  by  other  patients  under 
long-term  care: 

(C)  provide  for  research  on  the  costs  of 
various  interventions  to  provide  services  for 
individuals  with  Alzheimer's  disease  and  re- 
lated dementias  and  their  families: 

(D)  provide  for  research  on  the  cost-effec- 
tiveness of  various  service  interventions  for 
individuals  with  Alzheimer's  disease  and  re- 
lated dementias  and  their  families:  and 

(E)  ensure  that  research  carried  out  under 
the  plan  is  coordinated  with,  and  uses,  to 
the  maximum  extent  feasible,  resources  of. 
other  Federal  programs  relating  to  Alzhei- 
mer's disease  and  dementia,  including  cen- 
ters supported  under  section  445  of  the 
Public  Health  Service  Act.  centers  support- 
ed by  the  National  Institute  of  Mental 
Health  on  psychopathology  of  the  elderly, 
relevant  activities  of  the  Administration  on 
Aging,  other  programs  and  centers  involved 
in  research  on  Alzheimer's  disease  and  relat- 
ed dementias  supported  by  the  Department, 
and  other  programs  relating  to  Alzheimer's 
disease  and  related  dementias  which  are 
planned  or  conducted  by  Federal  agencies 
other  than  the  Department.  State  or  local 
agencies,  community  organizations,  or  pri- 
vate foundations. 

(2)  Within  one  year  after  transmitting  the 
plan  required  under  paragraph  ( 1 ).  and  an- 
nually thereafter,  the  Director  of  the  Na- 
tional Center  for  Health  Services  Research 
and  Health  Care  Technology  Assessment 
shall  prepare  and  transmit  to  the  Chairman 
of  the  Council  such  revisions  of  such  plan  as 
the  Director  considers  appropriate. 

(c)  In  preparing  and  revising  the  plan  re- 
quired by  subsection  (b).  the  Director  of  the 
National  Center  for  Health  Services  Re- 
search and  Health  Care  Technology  Assess- 
ment shall  consult  with  the  Chairman  of 
the  Council  and  the  heads  of  agencies 
within  the  Department. 

DISSEXflNATION 

Sec.  422.  The  Director  of  the  National 
Center  for  Health  Services  Research  and 
Health  Care  Technology  Assessment  shall 
disseminate  the  results  of  research  conduct- 
ed under  this  part  to  appropriate  profes- 
sional entities  and  to  the  public. 

AUTHORIZATION  OF  APPROPRIATIONS 

Sec.  423.  To  carry  out  this  part,  there  are 
authorized  to  be  appropriated  $2,000,000  for 
each  of  fiscal  years  1988  through  1991. 
TITLE  V-DISSEMINATION 

CLEARniGHOnSE  ON  ALZHEIMER'S  DISEASE 

Sec.  501.  (a)  The  Director  of  the  National 
Institute  on  Aging  shall  establish  the  Clear- 
inghouse on  Alzheimer's  Disease  (herein- 
after referred  to  as  the  "Clearinghouse"). 
The  purpose  of  the  Clearinghouse  is  the  dis- 
semination of  information  concerning  serv- 
ices available  for  individuals  with  Alzhei- 
mer's disease  and  related  dementias  and 
their  families.  The  Clearinghouse  shall— 

(1)  compile,  archive,  and  disseminate  in- 
formation concerning  research,  demonstra- 
tion, evaluation,  and  training  programs  and 
projects  concerning  Alzheimer's  disease  and 
related  dementias:  and 

(2)  annually  publish  a  summary  of  the  in- 
formation compiled  under  paragraph  (1) 
during  the  preceding  12-month  period,  and 
make  such  information  available  upon  re- 
quest to  appropriate  individuals  and  enti- 


ties, including  educational  institutions,  re- 
search entities,  and  Federal  and  public 
agencies. 

(b)  The  Clearinghouse  may  charge  an  ap- 
propriate fee  for  information  provided 
through  the  toll-free  telephone  line  estab- 
lished under  subsection  (a)(3). 

(c)  The  Director  of  the  National  Institute 
on  Aging,  the  Director  of  the  National  Insti- 
tute of  Mental  Health,  and  the  Director  of 
the  National  Center  for  Health  Services  Re- 
search and  Health  Care  Technology  Assess- 
ment shall  provide  to  the  Clearinghouse 
summaries  of  the  findings  of  research  con- 
ducted under  title  IV. 

DISSEMINATION  PROJECT 

Sec.  502.  (a)  The  Director  of  the  National 
Institute  on  Aging  shall  malie  a  grant  to.  or 
enter  into  a  contract  with,  a  national  orga- 
nization representing  individuals  with  Alz- 
heimer's disease  and  related  dementias  for 
the  conduct  of  the  activities  described  in 
subsection  (b). 

(b)  The  organization  receiving  a  grant  or 
contract  under  this  section  shall— 

( 1 )  establish  a  central  computerized  Infor- 
mation system  to— 

(A)  compile  and  disseminate  information 
concerning  initiatives  by  State  and  local 
governments  and  private  entities  to  provide 
programs  and  services  for  individuals  with 
Alzheimer's  disease  and  related  dementias: 
and 

(B)  translate  scientific  and  technical  in- 
formation concerning  such  initiatives  into 
information  readily  understandable  by  the 
general  public,  and  make  such  information 
available  upon  request:  and 

(2)  establish  a  national  toll-free  telephone 
line  to  make  available  the  information  de- 
scribed in  paragraph  ( 1 ).  and  information 
concerning  Federal  programs,  services,  and 
benefits  for  individuals  with  Alzheimer's 
disease  and  related  dementias  and  their 
families. 

(c)  The  organization  receiving  a  grant  or 
contract  under  this  section  may  charge  ap- 
propriate fees  for  information  provided 
through  the  toll-free  telephone  line  estab- 
lished under  subsection  (b)(2).  and  may 
make  exceptions  to  such  fees  for  individuals 
and  organizations  who  are  not  financially 
able  to  pay  such  fees. 

(d)  In  order  to  receive  a  grant  or  contract 
under  this  section,  an  organization  shall 
submit  an  application  to  the  Director  of  the 
National  Institute  on  Aging.  Such  applica- 
tion shall  contain— 

(1)  information  demonstrating  that  such 
organization  has  a  network  of  contacts 
which  will  enable  such  organization  to  re- 
ceive information  necessary  to  the  oper- 
ation of  the  central  computerized  informa- 
tion system  described  in  subsection  (b)(1): 

(2)  information  demonstrating  that,  by 
the  end  of  fiscal  year  1991,  such  organiza- 
tion will  be  financially  able  to.  and  will, 
carry  out  the  activities  described  in  subsec- 
tion (b)  without  a  grant  or  contract  from 
the  Federal  Government:  and 

(3)  such  other  information  as  the  Director 
may  prescribe. 

AUTHORIZATION  OF  APPROPRIATIONS 

Sec  503.  To  carry  out  this  title,  there  are 
authorized  to  be  appropriated  $300,000  for 
each  of  the  fiscal  years  1988  through  1991. 
TITLE  VI-EDUCATIONAL  ACTIVITIES 

PROVIDING  INFORMATION  FOR  PERSONNEL  OF 
THE  SOCIAL  SECURITY  ADMINISTRATION 

Sec.  601.  (a)  The  Secretary  shall  develop  a 
mechanism  to  ensure  the  prompt  provision 
of  the  most  current  information  concerning 
Alzheimer's  disease  and  related  dementias 


to  the  Commissioner  of  Social  Security,  par- 
ticularly information  which  will  increase 
the  understanding  of  personnel  of  the 
Social  Security  Administration  concerning 
such  disease  and  dementias. 

(b)  The  Commissioner  of  Social  Security 
shall  ensure  that  information  received 
under  subsection  (a)  is  provided  to  person- 
nel of  the  Social  Security  Administration, 
particularly  personnel  involved  in  the  proc- 
ess of  determining,  for  purposes  of  titles  II 
and  XVI  of  the  Social  Security  Act.  whether 
an  individual  is  under  a  disability. 

EDUCATION  PROGRAMS  FOR  PROVIDERS  OF  CARE 
FOR  INDIVIDUALS  WITH  ALZHEIMER'S  DISEASE 

Sec  602.  The  Director  of  the  National  In- 
stitute on  Aging,  through  centers  supported 
under  section  445  of  the  Public  Health  Serv- 
ice Act.  professional  associations,  and  con- 
tinuing education  programs,  shall  conduct 
education  and  information  dissemination  ac- 
tivities concerning  the  special  problems  of 
individuals  with  Alzheimer's  disease  and 
their  families.  Such  activities  shall  be  de- 
signed to  enhance  the  understanding  of 
such  problems  by  individuals  who  provide 
care  for  individuals  with  Alzheimer's  disease 
and  related  dementias,  including  physicians, 
nurses,  psychologists,  social  workers,  occu- 
pational therapists,  nursing  home  adminis- 
trators, nurses,  and  health  care  aides. 

EDUCATION  PROGRAMS  FOR  SAFETY  AND 
TRANSPORTATION  PERSONNEL 

Sec  603.  The  Director  of  the  National  In- 
stitute on  Aging,  through  centers  supported 
under  section  445  of  the  Public  Health  Serv- 
ice Act.  training  academies,  and  continuing 
education  programs,  shall  conduct  educa- 
tion and  information  dissemination  activi- 
ties concerning  Alzheimer's  disease  and  re- 
lated dementias  for  personnel  involved  in 
ensuring  the  public  safety  and  providing 
public  transportation.  Such  activities  shall 
be  designed  to  enhance  the  ability  of  such 
personnel  to  respond  appropriately  to  indi- 
viduals with  Alzheimer's  disease  and  related 
dementias  whom  such  personnel  may  en- 
counter in  the  course  of  their  employment. 

AUTHORIZATION  OF  APPROPRIATIONS 

Sec  604.  To  carry  out  this  title,  there  are 
authorized  to  be  appropriated  $1,000,000  for 
each  of  the  fiscal  years  1988  through  1991. 

Summary  of  the  Bill 

Authorization  period:  Five  years  (1987- 
1991):  funding  provided  for  four  years 
(1988-1991). 

Amount  authorized:  $12.4  million  annual- 
ly: 49.6  over  four  years  of  the  authorization 
period. 

Title  I:  Establishes  the  Secretary's  Task 
Force  on  Alzheimer's  Disease.  No  money  is 
provided  for  this. 

Title  II:  Establishes  an  Advisory  Council 
on  Alzheimer's  Disease  which  will  advise  the 
Secretary,  the  Task  Force  and  the  Congress. 
The  money  provided  for  this  is  $100,000  per 
year  for  four  years  of  the  authorized  period 
(1988-1991).  Members  to  be  selected  by  the 
Office  of  Technology  Assessment  with  the 
exception  of  four  administration  officials 
who  will  be  ex  officio  members.  Secretary  to 
choose  chairman.  Executive  Secretary  of 
the  Task  Force  (Title  I)  also  to  be  Executive 
Secretary  of  the  Advisory  Council.  Must 
report  annually  to  Secretary  and  Congress, 
making  recommendations.  Purpose  is  to 
advise  Secretary  and  Congress  on  emerging 
issues  and  future  priorities  with  respect  to 
Alzheimer's  Disease  and  related  dementias 
and  the  care  of  victims  of  dementia. 
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Title  III:  Establishes  a  S5  million  authori- 
zation for  the  National  Institute  on  Aging 
to  establish  a  program  of  support  for  senior 
investigators  with  records  of  distinguished 
accomplishment  in  bio-medical  research 
with  respect  to  Alzheimer's  Disease.  Sup- 
port may  be  renewed  for  one-year  periods 
up  to  seven  years.  Individuals  to  be  chosen 
on  the  basis  of  past  accomplishment  by  the 
National  Institute  on  Aging  on  the  advice  of 
the  National  Advisory  Council  on  Aging. 
Such  awards  may  be  made  to  individuals 
presently  in  the  Institute's  Center  program 
or  to  any  other  senior  investigator  with  a 
record  of  distinguished  achievement  in  Alz- 
heimer's Disease  biomedical  research.  Inves- 
tigators chosen  may  use  some  part  of  the 
funds  they  receive  to  train  younger  investi- 
gators of  exceptional  promise.  Investigators 
chosen  must  commit  themselves  to  use  the 
support  provided  to  conduct  biomedical  re- 
search on  Alzheimer's  Disease. 

Title  IV:  Elstablishes  a  health  services  re- 
search program  on  Alzheimer's  Disease,  au- 
thorizing $6  million  per  year  (1988-1991),  $2 
million  for  each  of  the  three  participating 
agencies:  the  National  Institute  on  Aging, 
the  National  Institute  of  Mental  Health, 
and  the  National  Center  for  Health  Services 
Research. 

Title  V:  Establishes  an  information  dis- 
semination proeram,  authorizing  the  Na- 
tional Institute  on  Aging  to  spend  $300,000 
per  year  (1988-1991)  to  establish  a  clearing- 
house on  information  about  research  on 
Alzheimer's  Disease  and  about  programs  de- 
signed to  assist  dementia  victims  and  their 
families. 

Title  VI:  Authorizes  $1  million  per  year 
for  the  National  Institute  on  Aging  to  un- 
dertake education  and  information  dissemi- 
nation activities  designed  to  enhance  the 
understanding,  by  care  providers  and  other 
personnel  who  might  come  in  contact  with 
dementia  victims  in  the  course  of  their 
duties,  of  the  special  problems  of  dementia 
patients  and  their  families.  The  money 
would  be  used  to  complement  an  existing 
program  which  at  the  moment  operates  at  a 
minimal  level.* 

•  Mr.  METZENBAUM.  Mr.  President, 
my  concern  for  the  victims  of  Alzhei- 
mer's Disease  and  their  families  is  long 
standing.  In  this  99th  Congress  alone, 
I  have  introduced  two  bills,  cospon- 
sored  by  some  of  my  colleagues.  S. 
1835  introduced  in  November  1985  and 
S.  2183  introduced  in  March  1986  are 
comprehensive  bills  to  provide  for  re- 
search, and  for  assistance  in  alleviat- 
ing the  suffering  of  victims  of  Alzhei- 
mer's disease  and  their  families. 

Today,  I  am  pleased  to  sponsor, 
along  with  my  colleague,  Mr.  Grass- 
ley,  the  Senator  from  Iowa,  a  bill 
which  has  the  support  of  the  majority 
of  the  members  of  the  Subcommittee 
on  Aging  and  the  Committee  on  Labor 
and  Human  Resources.  It  has  the 
strong  support,  also,  of  the  family 
care-givers  across  the  Nation,  and  the 
professional  community  involved  with 
Alzheimer's  disease. 

I  have  spoken  several  times  on  the 
Senate  floor  concerning  the  physical, 
mental,  emotional  and  financial  devas- 
tation wrought  by  this  tragic  disease. 
And  I  have  urged  legislation  designed 
to  strengthen  and  make  more  coher- 


ent our  national  response  to  this  grow- 
ing public  health  problem. 

The  statistics  are  appalling.  It  is  esti- 
mated that  approximately  2.5  to  3  mil- 
lion Americans  suffer  today  from  Alz- 
heimer's disease  at  a  cost  of  $40  billion 
annually.  According  to  the  Public 
Health  Service,  Alzheimer's  strikes  1 
of  every  20  people  between  the  ages  of 
65  and  75.  And  beyond  the  age  of  80,  it 
afflicts  one  of  every  five.  It  is  the 
fourth  leading  killer  of  adults  in  this 
country,  and  it  turns  the  hoped-for 
"golden  years"  into  nightmare  years. 

When  we  relate  the  figures  for  Alz- 
heimer's disease  with  those  for  pro- 
jected life  expectancy,  the  nightmare 
threatens  to  overwhelm  us  along  with 
our  health  care  institutions.  More  and 
more  of  us  are  living  into  our  eighties, 
nineties,  and  even  hundreds.  It  has 
been  estimated  that  more  than  1  of 
every  10  Americans— some  13  percent 
of  us— will  be  over  65  by  the  year  2000. 
with  the  number  of  victims  of  severe 
dementia  increasing  by  60  percent. 
The  prospect  of  millions  of  demented 
adults  requiring  long-term  care  costing 
many  billions  of  dollars  is  a  real  and 
frightening  possibility.  And  I  am  not 
now  speaking  of  the  individual  trage- 
dies underlying  the  statistics. 

As  the  large  population  of  yester- 
year's "baby  boomers"  become  the 
seniors  of  tomorrow,  this  Nation  must 
be  prepared  to  deal  with  the  inevitable 
health  care  needs  of  the  dramatically 
growing  numbers  of  older  Americans. 

Medical  science  has  extended  the 
lifespan;  but,  I  believe,  given  the  nec- 
essary resources,  medical  science,  and 
health  services  research  can  eliminate 
the  tragedy  of  Alzheimer's  disease,  im- 
prove the  quality  of  life  in  our  later 
years,  and  reduce  the  tremendous  fi- 
nancial burden  on  caregivers  and  the 
health  care  system. 

The  bill  Senator  Grassley  and  I  are 
introducing  today  underscores  the 
critical  need  for  expansion  of  both  bio- 
medical and  health  ser\'ices  research. 
The  'Alzheimer's  Disease  and  Related 
Dementias  Services  Research  Act  of 
1986"  provides  for  grants  for  outstand- 
ing biomedical  researchers,  and  grants 
for  health  services  research  through 
the  National  Institute  on  Aging,  the 
National  Institute  on  Mental  Health 
and  the  National  Center  for  Health 
Services  Research.  It  provides  for  dis- 
semination services  for  the  profession- 
al and  lay  communities,  including  a 
national  clearinghouse.  In  addition,  it 
provides  for  educational  activities  rele- 
vant to  a  wide  range  of  personnel  in- 
volved in  Alzheimer's  disease— from 
Social  Security  disability  examiners 
and  safety  and  transportation  person- 
nel—to nursing  home  administrators 
and  aides— to  physicians,  nurses,  social 
workers,  occupational  and  physical 
therapists,  and  psychologists. 

To  guide  these  efforts,  the  bill  estab- 
lishes in  the  Health  and  Human  Serv- 
ices Department  an  Interagency  Coun- 


cil on  Alzheimer's  Disease  and  Related 
Dementias.  The  council  would  serve  as 
a  catalyst  for  agency  programs  and  ac- 
tivities, and  would  report  to  the  Presi- 
dent and  the  Congress. 

The  bill  provides  also  for  an  advisory 
panel  to  be  composed  of  representa- 
tives from  the  research  and  medical 
communities,  health  care  providers, 
health  financing  experts,  voluntary  or- 
ganizations and  other  groups  con- 
cerned with  Alzheimer's  disease, 
family  caregivers  and  interagency 
council  representatives.  The  primary 
purpose  of  the  panel  is  to  assist  the 
Secretary  and  the  council  in  identify- 
ing future  priorities  and  emerging 
issues  with  respect  to  Alzheimer's  dis- 
ease and  related  dementias,  and  prior- 
ities and  issues  in  the  care  of  victims. 

Mr.  President,  the  intent  of  this  leg- 
islation is  to  promote  a  coordinated, 
comprehensive  and  compassionate  ap- 
proach to  a  public  health  concern  that 
threatens  to  overwhelm  our  Nation's 
health  care  system.  If  we  are  to  avoid 
disaster,  we  must  address  the  problem 
immediately.  Senator  Grassley  and  I 
welcome  the  support  of  our  colleagues 
on  this  issue  which  cuts  across  racial, 
cultural,  economic  and  political  bound- 
aries.* 


By    Mr.     SIMPSON     (for    Mr. 

Thurmond,    for    himself.    Mr. 

Helms,  Mr.  Hollings,  and  Mr. 

Broyhill): 

S.  2862.  A  bill  for  the  relief  of  the 

Carolinas  Cotton  Growers  Association, 

Inc.;  ordered  held  at  the  desk  pending 

further  disposition. 

RELIEF  OF  CAROLINAS  COTTON  GROWERS 
ASSOCIATION,  INC. 

•  Mr.  THURMOND.  Mr.  President.  I 
rise  today  to  introduce  legislation  to 
provide  relief  for  the  Carolina  Cotton 
Growers  Association,  an  agricultural 
cooperative  association,  which  was  in- 
jured as  a  result  of  the  misgradlng  of 
the  1980  cotton  crop  by  the  Depart- 
ment of  Agriculture.  This  legislation 
would  permit  the  association  to  bring 
suit  against  the  Federal  Government 
in  the  U.S.  Claims  Court  within  1  year 
of  enactment  of  this  legislation.  Under 
this  bill,  the  Government  would  be 
liable  to  the  same  extent  as  a  private 
individual  would  be  liable  under  like 
circumstances.  However,  the  Govern- 
ment would  not  be  liable  for  prejudg- 
ment interest  or  punitive  damages. 

The  association  consists  of  over 
50,000  members,  who  currently  use,  or 
in  the  past  have  used,  the  association 
to  market  the  cotton  they  have  pro- 
duced. A  typical  member  is  a  family 
farmer  whose  scale  of  operation 
ranges  from  the  production  of  only  a 
few  bales  of  cotton  each  year  to  those 
producing  over  a  thousand  bales  per 
year.  The  association  first  purchases 
cotton  at  a  rate  slightly  below  the 
price  quoted  on  the  New  York  Cotton 
Exchange  and  later  sells  it  at  a  price 
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equal  to  or  slightly  higher  than  the 
quote  price. 

The  Agricultural  Marketing  Service 
of  the  U.S.  Department  of  Agriculture, 
or  a  predecessor  agency,  has  graded 
the  cotton  for  the  last  40  years.  In 
1980,  the  Department  of  Agriculture 
consolidated  the  North  and  South 
Carolina  offices  in  Florence,  SC.  As  a 
result,  many  experienced  personnel  re- 
signed or  retired,  leaving  the  Agricul- 
ture Department  with  a  smaller,  less 
experienced  staff,  which,  in  part,  ex- 
plains the  overgrading  of  the  cotton 
crop  which  occurred  in  February  1981. 
The  association  was  not  able  to  resell 
the  cotton  at  the  purchase  price,  and 
ultimately  lost  over  $3.8  million  from 
losses  on  sales,  storage  costs  for  inven- 
tory not  sold,  and  other  expenses. 

The  association  has  now  exhausted 
all  administrative  and  judicial  reme- 
dies. The  Government  has  successfully 
asserted  its  defenses  available  under 
the  Federal  Tort  Claims  Act.  Congress 
is  now  the  only  place  that  these  ag- 
grieved farmers  can  turn  for  relief.  S. 
2067  was  introduced  in  the  Senate  in 
the  98th  Congress,  but  did  not  pass,  in 
part,  because  the  association  had  not 
exhausted  all  available  judicial  reme- 
dies. As  I  stated,  that  has  now  been 
done.  The  legislation  which  has  been 
drafted  does  not  reimburse  the  asso- 
ciation, it  merely  allows  the  associa- 
tion to  seek  redress  in  the  Claims 
Court,  where  their  legal  and  equitable 
claims  can  be  heard.  I  urge  my  col- 
leagues to  support  this  bill.* 

By  Mr.  PACK  WOOD  (for  him- 
self,  Mr.   Bradley.   Mr.  Dole, 
Mr.    DeConcini,    Mr.    Dixon, 
Mr.   DuRENBERGER,   Mr.   Gold- 
water,     Mr.     Rollings,     Mr. 
Kerry,    Mr.    Lautenberg,    Mr. 
MoYNiHAN,  Mr.  Pell,  and  Mr. 
Thurmond): 
S.J.  Res.  418.  Joint  resolution  to  des- 
ignate February  4,  1987,  as  "National 
Women  in  Sports  Day";  to  the  Com- 
mittee on  the  Judiciary. 

NATIONAL  WOMEN  IN  SPORTS  DAY 

•  Mr.  PACKWOOD.  Mr.  President,  I 
rise  today  to  introduce  a  joint  resolu- 
tion which  would  designate  February 
4,  1987.  as  National  Women  in  Sports 
Day.  In  the  House  of  Representatives, 
a  similar  resolution  will  be  introduced 
by  Congresswoman  Olympia  Snowe. 

Although  the  history  of  women  in 
sports  is  rich  and  long,  there  has  been 
little  national  recognition  of  the  sig- 
nificance of  women's  athletic  achieve- 
ments. Over  the  last  15  years,  women 
athletes  in  our  country  have  become 
more  and  more  visible.  They  serve  as 
examples  of  the  avenues  available 
through  which  women  of  America 
may  develop  physical  fitness,  self-dis- 
cipline, initiative,  confidence,  and  lead- 
ership skills.  National  Women  in 
Sports  Day  will  recognize  the  impor- 
tance of  these  athletic  achievements 
to  our  country. 


Today  women  represent  30  percent 
of  all  college  student  athletes,  and 
over  10,000  of  these  women  attend  col- 
lege on  athletic  scholarships.  However, 
the  athletic  opportunities  for  male 
students  at  collegiate  and  high  school 
levels  still  far  exceeds  those  for  female 
students.  It  is  time  to  recognize  these 
inequities  still  exist,  while  highlight- 
ing how  far  women  have  come  in  their 
athletic  achievements. 

I  invite  all  my  colleagues  to  join  me 
in  recognizing  our  women  athletes.  I 
ask  unanimous  consent  that  at  the 
conclusion  of  my  remarks  the  joint 
resolution  be  printed  in  full. 

There  being  no  objection,  the  joint 
resolution  was  ordered  to  be  printed  in 
the  Record,  as  follows: 

S.J.  Res.  418 

Whereas  women's  athletics  is  one  of  the 
most  effective  avenues  available  through 
which  women  of  America  may  develop  self- 
discipline,  initiative,  confidence,  and  leader- 
ship skills; 

Whereas  support  and  fitness  activity  con- 
tributes to  emotional  and  physical  well- 
being  and  women  need  strong  bodies  as  well 
as  strong  minds; 

Whereas  the  history  of  women  in  sports  is 
rich  and  long,  but  there  has  been  little  na- 
tional recognition  of  the  significance  of 
women's  atheltic  achievements; 

Whereas  the  number  of  women  in  leader- 
ship positions  of  coaches,  officials,  and  ad- 
ministrators has  declined  drastically  over 
the  last  decade  and  there  is  a  need  to  re- 
store women  to  these  positions  to  ensure  a 
fair  representation  of  women's  abilities  and 
to  provide  role  models  for  young  female  ath- 
letes; 

Whereas  the  bonds  built  between  women 
through  athletics  help  to  break  down  the 
social  barriers  of  racism  and  prejudice; 

Whereas  the  communication  and  coopera- 
tion skills  learned  through  athletic  experi- 
ence play  a  key  role  in  the  athlete's  contri- 
butions at  home,  at  work,  and  to  society; 

Whereas  women's  athletics  has  produced 
such  winners  as  Flo  Hyman,  whose  spirit, 
talent,  and  accomplishments  distinguished 
her  above  others  and  exhibited  for  all  of  us 
the  true  meaning  of  fairness,  determination, 
and  team  play; 

Whereas  early  motor-skill  training  and  en- 
joyable experiences  of  physical  activity 
strongly  influence  life-long  habits  of  physi- 
cal fitness; 

Whereas  the  athletic  opportunities  for 
male  students  at  the  collegiate  and  high 
school  level  remain  significantly  greater 
than  those  for  female  students;  and 

Whereas  the  number  of  funded  research 
projects  focusing  on  the  specific  needs  of 
women  athletes  is  limited  and  the  informa- 
tion provided  by  these  projects  is  imperative 
to  the  health  and  performance  of  future 
women  athletes:  Now.  therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  February  4. 
1987.  is  hereby  designated  as  "National 
Women  in  Sports  Day ',  and  the  President  is 
authorized  and  requested  to  issue  a  procla- 
mation calling  upon  local  and  State  jurisdic- 
tions, appropriate  Federal  agencies,  and  the 
people  of  the  United  States  to  observe  the 
day  with  appropriate  ceremonies  and  activi- 
ties.* 

•  Mr.  BRADLEY.  Mr.  President,  I  rise 
to  join  the  Senator  from  Oregon  [Mr. 


Packwood]  in  introducing  a  joint  reso- 
lution to  designate  February  4,  1987, 
as  National  Women  in  Sports  Day. 
Joining  us  in  cosponsoring  are  the 
Senators  from  Illinois  [Mr.  Dixon], 
Arizona  [Mr.  DeConcini],  New  York 
[Mr.  Moynihan],  and  South  Carolina 
[Mr.  Rollings].  A  similar  resolution  is 
being  introduced  today  in  the  House 
of  Representatives  by  Congresswoman 
Olympia  Snowe. 

Although  the  history  of  women  in 
sports  is  rich  and  long,  there  has  been 
little  national  recognition  of  the  sig- 
nificance of  women's  athletic  achieve- 
ments. Over  the  last  15  years,  several 
women  athletes  in  our  country  have 
emerged  as  international  figures. 
Their  talent,  determination,  and  dedi- 
cation serve  as  an  example  for  all 
Americans.  National  Women  in  Sports 
Day  will  recognize  the  importance  of 
these  athletic  achievements  to  our 
country. 

Today,  over  10,000  women  attend 
college  on  athletic  scholarships. 
Women  represent  30  percent  of  all  col- 
lege athletes,  yet  the  athletic  opportu- 
nities available  to  male  students  at  col- 
legiate and  high  school  levels  remain 
significantly  greater  than  those  for 
female  students.  It  is  time  to  acknowl- 
edge the  existence  of  such  injustices, 
while  emphasizing  the  progress 
women  have  made  in  the  athletic  com- 
munity. 

Over  the  last  decade,  there  has  been 
a  decline  in  the  number  of  women  in 
athletic  leadership  positions  of  coach- 
es, officials,  and  administrators. 
Women  need  to  be  restored  to  these 
positions  in  order  to  ensure  equitable 
representation  of  women's  abilities 
and  to  provide  role  models  for  young 
female  athletes. 

Mr.  President,  athletic  fitness  con- 
tributes to  emotional  as  well  as  physi- 
cal health.  Women's  athletics  is  one  of 
the  most  effective  avenues  available 
through  which  women  of  America 
may  develop  self-discipline,  initiative, 
and  confidence,  as  well  as  acquire  lead- 
ership, communication,  and  coopera- 
tion skills.  The  bonds  built  between 
women  through  athletics  help  to 
break  down  social  barriers  of  racism 
and  prejudice.  The  positive  effects  of 
participation  in  athletics  are  bound  to 
carry  over  to  the  athlete's  contribu- 
tion at  home,  at  work,  and  to  society. 

Mr.  President,  I  cannot  conclude 
without  saying  a  few  words  about  the 
exemplary  work  of  the  Women's 
Sports  Foundation.  This  organization, 
chaired  by  Donna  DeVarona  and 
headed  by  Carol  Mann,  has  provided  a 
range  of  services  to  women  athletes 
and  the  public  at  large.  The  founda- 
tion provides  training  grants,  educa- 
tional opportunities  and  support  to  as- 
piring women  athletes.  This  organiza- 
tion has  done  more  than  any  other 
entity  in  focusing  attention  on  the 
needs  as  well  as  the  accomplishments 
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of  women  athletes.  I  am  sure  that  the 
Women's  Sports  Foundation  will  be  in- 
volved in  the  activities  that  take  place 
in  conjunction  with  this  resolution. 

In  order  to  recognize  the  accom- 
plishments of  many  great  female  ath- 
letes as  well  as  to  encourage  participa- 
tion in  women's  athletics  on  all  levels, 
I  urge  my  colleagues  to  support  this 
joint  resolution.* 


ADDITIONAL  COSPONSORS 

S.  1107 

At  the  request  of  Mr.  Nunn,  the 
name  of  the  Senator  from  Texas  [Mr. 
Bentsen]  was  added  as  a  cosponsor  of 
S.  1107,  a  bill  to  authorize  the  Society 
of  the  Third  Infantry  Division  to  erect 
a  Memorial  in  the  District  of  Colum- 
bia or  its  environs. 

S.  1296 

At  the  request  of  Mr.  Mathias,  the 
name  of  the  Senator  from  Vermont 
[Mr.  Leahy]  was  added  as  a  cosponsor 
of  S.  1296,  a  bill  to  amend  the  Immi- 
gration and  Nationality  Act  to  modify 
the  requirement  for  naturalization  of 
an  understanding  of  the  English  lan- 
guage. 

S.  1456 

At  the  request  of  Mr.  Lautenberg, 
the  names  of  the  Senator  from  Illinois 
[Mr.  Simon],  the  Senator  from  Michi- 
gan [Mr.  RiEGLE],  and  the  Senator 
from  New  York  [Mr.  Moynihan]  were 
added  as  cosponsors  of  S.  1456,  a  bill 
to  recognize  the  Army  and  Navy 
Union  of  the  United  States  of  Amer- 
ica. 

At  the  request  of  Mr.  D'Amato,  his 
name  was  added  as  a  cosponsor  of  S. 
1456,  supra. 

S.  1543 

At  the  request  of  Mr.  Mathias,  the 
name  of  the  Senator  from  Vermont 
[Mr.  Leahy]  was  added  as  a  cosponsor 
of  S.  1543,  a  bill  to  protect  patent 
owners  from  importation  into  the 
United  States  of  goods  made  overseas 
by  use  of  a  U.S.  patented  process. 

S.  1817 

At  the  request  of  Mr.  Trible,  the 
name  of  the  Senator  from  Mississippi 
[Mr.  Cochran]  was  added  as  a  cospon- 
sor of  S.  1817,  a  bill  to  suspend  tempo- 
rarily most-favored-nation  treatment 
to  Romania. 

S.  2597 

At  the  request  of  Mr.  Danforth,  the 
name  of  the  Senator  from  Arizona 
[Mr.  GoLDWATER]  was  added  as  a  co- 
sponsor  of  S.  2597,  a  bill  to  amend  the 
Tariff  Schedules  of  the  United  States 
to  provide  a  temporary  suspension  of 
the  duties  imposed  on  certain  extra- 
corporeal shock  wave  lithotripters. 

S.  2604 

At  the  request  of  Mr.  Heinz,  the 
name  of  the  Senator  from  North 
Dakota  [Mr.  Andrews]  was  added  as  a 
cosponsor  of  S.  2604,  a  bill  to  amend 
the  Social  Security  Act  with  respect  to 
the    standards    for    participation    of 


skilled  nursing  facilities  and  interme- 
diate care  facilities  under  the  Medi- 
care and  Medicaid  Programs,  to  amend 
the  Older  Americans  Act  of  1965  with 
respect  to  the  ombudsman  program, 
and  for  other  purposes. 

S.  2770 

At  the  request  of  Mr.  Cochran,  the 
name  of  the  Senator  from  South  Caro- 
lina [Mr.  Hollings]  Was  added  as  a  co- 
sponsor  of  S.  2770,  a  bill  to  amend  the 
Farm  Credit  Act  of  1971  to  provide  the 
opportunity  for  competitive  interest 
rates  for  the  farmer,  rancher,  and  co- 
operative borrowers  of  the  Farm 
Credit  System,  and  for  other  purposes. 

S.  2781 

At  the  request  of  Mr.  Evans,  the 
names  of  the  Senator  from  Washing- 
ton [Mr.  Gorton],  the  Senator  from 
New  Mexico  [Mr.  Domenici],  the  Sen- 
ator from  Tennessee  [Mr.  Sasser],  the 
Senator  from  Michigan  [Mr.  Riegle], 
and  the  Senator  from  Pennsylvania 
[Mr.  Specter]  were  added  as  cospon- 
sors of  S.  2781,  a  bill  to  amend  the 
Energy  Policy  and  Conservation  Act 
with  respect  to  energy  conservation 
standards  for  appliances. 

'     '  S.  2802 

At  the  request  of  Mr.  Trible,  the 
name  of  the  Senator  from  Utah  [Mr. 
Hatch]  was  added  as  a  cosponsor  of  S. 
2802,  a  bill  to  prohibit  foreign  assist- 
ance to  countries  which  fail  to  take 
steps  to  prevent  and  punish  the  laun- 
dering of  drug-related  profits  in  their 
territory,  and  for  other  purposes. 

S.  2847 

At  the  request  of  Mr.  Cochran,  the 
name  of  the  Senator  from  South  Caro- 
lina [Mr.  Hollings]  was  added  as  a  co- 
sponsor  of  S.  2847,  a  bill  to  amend  the 
Agricultural  Act  of  1949  to  provide 
certain  agricultural  program  adjust- 
ments, and  for  other  purposes. 

SENATE  JOINT  RESOLUTION  348 

At  the  request  of  Mr.  Glenn,  the 
name  of  the  Senator  from  Maine  [Mr. 
Mitchell],  the  Senator  from  Vermont 
[Mr.  Leahy],  and  the  Senator  from 
Ohio  [Mr.  Metzenbaum]  were  added  as 
cosponsors  of  Senate  Joint  Resolution 
348,  a  joint  resolution  to  designate  the 
week  beginning  November  24,  1986,  as 
"National  Family  Caregivers  Week." 

senate  joint  resolution  359 

At  the  request  of  Mr,  Nickles,  the 
name  of  the  Senator  from  Texas  [Mr. 
Bentsen]  was  added  as  a  cosponsor  of 
Senate  Joint  Resolution  359,  a  joint 
resolution  to  designate  March  17, 
1987,  as  "National  China-Burma-India 
Veterans  Association  Day." 

SENATE  joint  RESOLUTION  3  75 

At  the  request  of  Mr.  Levin,  the 
names  of  the  Senator  from  California 
[Mr.  Cranston],  the  Senator  from 
Alabama  [Mr.  Denton],  the  Senator 
from  Kansas  [Mr.  Dole],  the  Senator 
from  Nebraska  [Mr.  Exon],  the  Sena- 
tor from  Florida  [Mrs.  Hawkins],  the 
Senator  from  South  Carolina  [Mr. 
Hollings],  the  Senator  from  Vermont 


[Mr.  Leahy],  the  Senator  from  Hawaii 
[Mr.  Matsunaga],  the  Senator  from 
Georgia  [Mr.  Nunn],  the  Senator  from 
Arkansas  [Mr.  Pryor],  the  Senator 
from  South  Carolina  [Mr.  Thurmond], 
the  Senator  from  Virginia  [Mr. 
Trible],  the  Senator  from  Virginia 
[Mr.  Warner],  the  Senator  from  Con- 
necticut [Mr.  Weicker],  the  Senator 
from  California  [Mr.  Wilson],  and  the 
Senator  from  Nebraska  [Mr.  Zorin- 
sky]  were  added  as  cosponsors  of 
Senate  Joint  Resolution  375,  a  joint 
resolution  designating  the  week  begin- 
ning September  21.  1986,  as  National 
Adult  Day  Care  Center  Week. " 

senate  JOINT  RESOLUTION  391 

At  the  request  of  Mr.  Lugar,  the 
name  of  the  Senator  from  Ohio  [Mr. 
Metzenbaum]  was  added  as  a  cospon- 
sor of  Senate  Joint  Resolution  391,  a 
joint  resolution  to  designate  August 
12,  1986,  as  "National  Civil  Rights 
Day." 

SENATE  JOINT  RESOLUTION  407 

At  the  request  of  Mr.  Chiles,  the 
name  of  the  Senator  from  Vermont 
[Mr.  Stafford]  was  added  as  a  cospon- 
sor of  Senate  Joint  Resolution  407,  a 
joint  resolution  designating  November 
12,  1986,  as  "Salute  to  School  Volun- 
teers Day." 

SENATE  JOINT  RESOLUTION  409 

At  the  request  of  Mr.  Lugar.  the 
names  of  the  Senator  from  Michigan 
[Mr.  Riegle],  the  Senator  from  Illi- 
nois [Mr.  Simon],  and  the  Senator 
from  South  Dakota  [Mr.  Pressler] 
were  added  as  cosponsors  of  Senate 
Joint  Resolution  409,  a  joint  resolu- 
tion to  designate  October  6,  1986,  as 
"German- American  Day." 

SENATE  CONCURRENT  RESOLUTION  163 

At  the  request  of  Mr.  DeConcini, 
the  names  of  the  Senator  from  South 
Carolina  [Mr.  Thurmond]  and  the 
Senator  from  Louisiana  [Mr.  John- 
ston] were  added  as  cosponsors  of 
Senate  Concurrent  Resolution  163,  a 
concurrent  resolution  expressing  the 
sense  of  the  Congress  that  the  total 
number  of  Soviet  diplomatic  agents 
and  consular  officers  in  Washington, 
DC,  and  San  Francisco  should  be  re- 
duced to  equal  the  total  number  of 
American  diplomatic  agents  and  con- 
sular officers  in  Moscow  and  Lenin- 
grad. 

SENATE  RESOLUTION  464 

At  the  request  of  Mr.  Roth,  the 
names  of  the  Senator  from  Alabama 
[Mr.  Denton],  the  Senator  from  Ar- 
kansas [Mr.  Bumpers],  the  Senator 
from  Arkansas  [Mr.  Pryor],  the  Sena- 
tor from  Michigan  [Mr.  Riegle],  and 
the  Senator  from  Rhode  Island  [Mr. 
Pell]  were  added  as  cosponsors  of 
Senate  Resolution  464,  a  resolution  to 
designate  October  1986  as  "Crack/Co- 
caine Awareness  Month." 

AMENDMENT  NO.  261 1 

At  the  request  of  Mr.  Lautenberg, 
the  name  of  the  Senator  from  Califor- 
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nia  [Mr.  Cranston]  was  added  as  a  co- 
sponsor  of  amendment  No.  2611  pro- 
i;>osed  to  S.  2405,  a  bill  to  authorize  ap- 
propriations for  certain  highways  in 
accordance  with  title  23,  United  States 
Code,  and  for  other  purposes. 


AMENDMENTS  SUBMITTED 


more  in  excess  of  sixty-five  miles  per  hour" 
immediately  after  "hour":  and 

(2)  by  renumbering  "(2)"  as  "(3)"  at  the 
two  places  "(2)"  appears. 

(b)  Subsection  154(f)  of  title  23.  United 
States  Code,  is  amended  by  inserting  "on 
public  highways  with  speed  limits  posted  at 
fifty-five  miles  per  hour"  immediately  after 
"hour". 


FEDERAL-AID  HIGHWAY  ACT 


HECHT  (AND  HUMPHREY) 
AMENDMENT  NO.  2870 

(Ordered  to  lie  on  the  table.) 
Mr.  HECHT  (for  himself  and  Mr. 
HinfPHREY)  submitted  an  amendment 
intended  to  be  proposed  by  him  to  an 
amendment  intended  to  be  proposed 
by  Mr.  Symms  to  the  bill  (S.  2405)  to 
authorize  appropriations  for  certain 
highways  in  accordance  with  title  23, 
United  States  Code,  and  for  other  pur- 
poses; as  follows: 

On  page  1.  strike  out  lines  4  through  13 
and  insert  in  lieu  thereof  the  following; 

(1)  by  inserting  "in  any  urbanized  area" 
after  "fifty-five  miles  per  hour"  in  clause 
(1). 

(2)  by  striking  out  "or"  at  the  end  of 
clause  ( 1 ). 

(3)  by  redesignating  clause  (2)  as  clause 
(3). 

(4)  by  inserting  after  clause  (1)  the  follow- 
ing new  clause:  "(2)  a  maximum  speed  limit 
on  any  other  public  highway  within  its  ju- 
risdiction, as  designated  by  the  Governor  or 
other  appropriate  State  official,  in  excess  of 
sixty-five  miles  per  hour,  or",  and 

(5)  by  striking  out  clause  (2)  of"  in  the 
last  sentence  and  inserting  in  lieu  thereof 
"clause  (3)  of". 

(b)  Subsection  (f)  of  section  154  of  title  23. 
United  States  Code,  is  amended  by  inserting 
"in  any  urbanized  area"  after  "55  miles  per 
hour"  the  first  place  it  ap[>ears. 

(c)  Section  154  of  title  23.  United  States 
Code,  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"(i)  For  purposes  of  this  section,  the  term 
'urbanized  area'  means  any  area  identified 
as  an  urbanized  area  in  the  Federal  census 
of  1980.". 


UMI 


SYMMS  (AND  OTHERS) 
AMENDMENT  NO.  2871 

Mr.  SYMMS  (for  himself.  Mr.  Exon, 
Mr.  Humphrey,  Mr.  Hecht,  Mr.  Bur- 
dick,  Mr.  Abdnor,  Mr.  Melcher,  Mr. 
Bentsen,  Mr.  Cochran,  Mr.  Simpson, 
Mr.  DeConcini,  Mr.  Hatch,  Mr. 
Baucus,  Mr.  DoMENici,  Mr.  Wallop, 
Mr.  McClure,  Mr.  Nickles,  Mr. 
Grassley,  Mr.  Laxalt,  and  Mr. 
Gramm)  proposed  an  amendment  to 
the  bill  S.  2405,  supra;  as  follows: 

At  the  end  thereof  add  a  new  section  as 
follows: 

See.  .  (a)  Subsection  154' a)  of  title  23, 
United  States  Code,  is  amended— 

(1)  by  inserting  "other  than  a  highway  on 
the  Interstate  System  located  outside  of  an 
urbanized  area  of  fifty  thousand  population 
or  more,  (2)  a  maximum  speed  limit  on  any 
highway  within  its  jurisdiction  on  the  Inter- 
state System  located  outside  of  an  urban- 
ized area  of  fifty  thousand  population  or 


HECHT  (AND  OTHERS) 
AMENDMENT  NO.  2872 

Mr.  HECHT  (for  himself,  Mr.  Garn, 
Mr.  Heinz,  Mr.  Mattingly,  Mr. 
Gorton,  Mr.  Dixon,  Mr.  Dodd,  Mr. 
Riegle,  Mr.  Cranston,  and  Mr. 
Sasser)  proposed  an  amendment  to 
the  bill  S.  2405,  supra;  as  follows: 

At  the  end  of  the  bill,  add  the  following: 
TITLE  II-MASS  TRANSIT 

AUTHORIZATIONS 

Sec  201.  (a)  Section  21  of  the  Urban  Mass 
Transportation  Act  of  1964  is  amended— 

(1)  in  subsection  (a)(1).  by  striking  out 
"and  $3,050,000,000  for  the  fiscal  year 
ending  September  30.  1986.  and  funds"  and 
inserting    in    lieu    thereof    the    following: 

•$3,050,000,000  for  the  fiscal  year  ending 
September  30.  1986.  such  sums  as  may  be 
necessary  for  fiscal  year  1987,  $1,990,000,000 
for  fiscal  year  1988,  $1,993,000,000  for  fiscal 
year  1989.  and  $1,996,000,000  for  fiscal  year 
1990.  Funds"; 

(2)  in  subsection  (a)(2)(B),  by  striking  out 
"and  $1,100,000,000  for  fiscal  year  1986"  and 
inserting  in  lieu  thereof  "$1,100,000,000  for 
fiscal  year  1986,  and  $1,000,000,000  for  each 
of  the  fiscal  years  1987  through  1990": 

(3)  in  subsection  (a)(4),  by  striking  out  "In 
each  of  the  fiscal  years  1984.  1985,  and 
1986"  and  inserting  in  lieu  thereof  "in  each 
of  the  fiscal  years  1984  through  1990"; 

(4)  in  subsection  (a)(5),  by  striking  out 
"1984.  1985,  and  1986"  and  inserting  in  lieu 
thereof  "1984  through  1990":  and 

(5)  in  the  first  sentence  of  subsection  (b), 
by  striking  out  "and"  before  "$90,000,000" 
and  by  inserting  before  the  period  at  the 
end  the  following:  ",  such  sums  as  may  be 
appropriated  for  fiscal  year  1987,  and 
$46,000,000  for  each  of  the  fiscal  years  1988 
through  1990". 

(b)  Section  4(g)  of  such  Act  is  amended  by 
striking  out  "and"  before  "$400,000,000" 
and  by  inserting  after  "September  30,  1986," 
the  following:  "such  sums  as  may  be  neces- 
sary for  fiscal  year  1987,  and  $200,000,000 
for  each  of  the  fiscal  years  1988  through 
1990,". 

NEWLY  URBANIZED  AREAS 

Sec.  202.  The  last  sentence  of  section 
9(k)(2)  of  the  Urban  Mass  Transportation 
Act  of  1964  is  amended  by  inserting  "au- 
thorized" after  "its". 

leased  property 

Sec  203.  Section  9(j)  of  the  Urban  Mass 
Transportation  Act  of  1964  is  amended  by 
inserting  after  the  first  sentence  the  follow- 
ing: "Grants  for  construction  projects  under 
this  section  shall  also  be  available  to  finance 
the  leasing  of  facilities  and  equipment  for 
use  in  mass  transportation  service,  subject 
to  regulations  limiting  such  grants  to  leas- 
ing arrangements  which  are  more  cost  effec- 
tive than  acquisition  or  construction.  The 
Secretary  shall  publish  regulations  under 
the  preceding  sentence  in  proposed  form  in 
the  Federal  Register  for  public  comment 
not  later  than  60  days  after  the  date  of  en- 
actment of  this  sentence,  and  shall  promul- 
gate such  regulations  in  final -form  not  later 


than  120  days  after  such  date  of  enact- 
ment.". 

DEFINITION  OF  ASSOCIATED  CAPITAL  ITEM 

Sec  204.  The  last  sentence  of  section  9(j) 
of  the  Urban  Mass  Transportation  Act  of 
1964  is  amended— 

(1)  by  striking  out  "and  materials"  and  in- 
serting in  lieu  thereof  ",  tires,  tubes,  materi- 
als, and  supplies";  and 

(2)  by  striking  out  "1  per  centum"  and  in- 
serting in  lieu  thereof  "one-half  of  1  per 
centum". 

OVERHAUL-RECONSTRUCTION 

Sec  205.  (a)  Section  12(c)(1)  of  the  Urban 
Mass  Transportation  Act  of  1964  is  amended 
by  inserting  "(A)"  after  "such  term  also 
means"  and  by  inserting  before  the  semi- 
colon at  the  end  thereof  the  following:  ", 
(B)  any  bus  remanufacturing  project  which 
extends  the  economic  life  of  a  bus  eight 
years  or  more,  and  (C)  any  project  for  the 
overhaul  of  rolling  stock  (whether  or  not 
such  overhaul  increases  the  useful  life  of 
the  rolling  stock)". 

(b)  Section  9(j)  of  such  Act  is  amended— 

(1)  by  inserting  "(1)"  before  "Grants":  and 

(2)  by  adding  at  the  end  the  following  new 
paragraphs: 

"(2)  A  project  for  the  reconstruction 
(whether  by  employees  of  the  grant  recipi- 
ent or  by  contract),  of  any  equipment  and 
materials  each  of  which,  after  reconstruc- 
tion, will  have  a  fair  market  value  no  less 
than  one  half  of  1  percent  of  the  current 
fair  market  value  of  rolling  stock  compara- 
ble to  the  rolling  stock  for  which  the  equip- 
ment and  materials  are  to  be  used  shall  be 
considered  a  project  for  construction  of  an 
associated  capital  maintenance  item  under 
this  section. 

"(3)  Notwithstanding  any  other  provision 
of  this  section— 

"(A)  a  grant,  or  that  portion  of  a  grant, 
for  a  project  under  the  second  sentence  of 
paragraph  ( 1 ): 

"(B)  a  grant  covering  the  costs  of  associat- 
ed capital  maintenance  items  having  a  value 
of  less  than  1  per  centum  but  more  than  Vz 
of  1  per  centum  of  current  fair  market  value 
of  rolling  stock  described  in  the  last  sen- 
tence of  paragraph  ( 1 );  and 

•(C)  a  grant  under  paragraph  (2): 

shall  be  subject  to  the  Federal  grant  limita- 
tion contained  in  the  second  sentence  of 
subsection  (k)(l).". 

(c)  Section  3(a)(2)(A)(iii)  of  such  Act  is 
amended  by  inserting  before  the  period  the 
following:  •.  and  will  maintain  such  facili- 
ties and  equipment". 

PROJECT  MANAGEMENT  OVERSIGHT 

Sec  206.  The  Urban  Mass  Transportation 
Act  of  1964  is  amended  by  inserting  at  the 
end  thereof  the  following  new  section: 

•"PROJECT  MANAGEMENT  OVERSIGHT 

"Sec  24.  (a)(1)  The  Secretary  may  use  as 
much  as  is  necessary  of  the  funds  made 
available  for  each  fiscal  year  by  sections 
21(a)(1),  21(a)(2)(B),  and  4(g)  of  this  Act, 
and  section  14(b)  of  the  National  Capital 
Transportation  Act  of  1969  to  contract  with 
any  person  for  the  performance  of  project 
management  oversight.  Any  contract  en- 
tered into  under  this  subsection  shall  pro- 
vide for  the  payment  by  the  Secretary  of 
100  percent  of  the  cost  of  carrying  cut  the 
contract. 

"(2)  Each  recipient  of  assistance  under 
this  Act  or  section  14(b)  of  the  National 
Capital  Transportation  Act  of  1969  shall 
provide  the  Secretary  and  a  contractor 
chosen  by  the  Secretary  in  accordance  with 
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paragraph  ( 1 )  such  access  to  its  construction 
sites  and  records  as  may  be  reasonably  re- 
quired. 

"(b)  As  a  condition  of  Federal  financial  as- 
sistance for  a  major  capital  project  under 
this  Act  or  the  National  Capital  Transporta- 
tion Act  of  1969,  the  Secretary  shall  require 
the  recipient  to  prepare  and.  after  approval 
by  the  Secretary,  implement  a  project  man- 
agement plan  which  meets  the  requirements 
of  subsection  (c). 

"(c)  A  project  management  plan  may,  as 
required  in  each  case  by  the  Secretary,  pro- 
vide for— 

"(1)  adequate  recipient  staff  organization 
complete  with  well-defined  reporting  rela- 
tionships, statements  of  functional  responsi- 
bilities, job  descriptions,  and  job  qualifica- 
tions: 

"(2)  a  budget  covering  the  project  man- 
agement organization,  appropriate  consult- 
ants, property  acquisition,  utility  relocation, 
systems  demonstration  staff,  audits,  and 
such  miscellaneous  payments  as  the  recipi- 
ent may  be  prepared  to  justify; 

"(3)  a  construction  schedule; 

"(4)  a  document  control  procedure  and 
recordkeeping  system: 

"(5)  a  change  order  procedure  which  in- 
cludes a  documented,  systematic  approach 
to  the  handling  of  construction  change 
orders: 

"(6)  organizational  structures,  manage- 
ment skills,  and  staffing  levels  required 
throughout  the  construction  phase; 

"(7)  quality  control  and  quality  assurance 
functions,  procedures,  and  responsibilities 
for  construction  and  for  system  installation 
and  integration  of  system  components: 

"(8)  materials  testing  policies  and  proce- 
dures: 

"(9)  internal  plan  implementation  and  re- 
porting requirements; 

"(10)  criteria  and  procedures  to  be  used 
for  testing  the  operational  system  of  its 
major  components;  or 

"(11)  periodic  updates  of  the  plan,  espe- 
cially with  respect  to  such  items  as  project 
budget  and  project  schedule,  financing,  rid- 
ership  estimates,  and  where  applicable,  the 
status  of  local  efforts  to  enhance  ridership 
in  cases  where  ridership  estimates  are  con- 
tingent, in  part,  upon  the  success  of  such  ef- 
forts; and 

"(12)  the  recipient's  commitment  to  make 
monthly  submissions  of  project  budget  and 
project  schedule  to  the  Secretary. 

"(d)  The  Secretary  shall  promulgate  such 
regulations  as  may  be  necessary  to  imple- 
ment the  provisions  of  this  section.  Such 
regulations  shall  be  published  in  proposed 
form  for  comment  in  the  Federal  Register 
and  shall  be  submitted  for  review  to  the 
Committee  on  Public  Works  and  Transpor- 
tation of  the  House  of  Representatives  and 
the  Committee  on  Banking,  Housing,  and 
Urban  Affairs  of  the  Senate  not  later  than 
60  days  after  the  date  of  enactment  of  this 
section,  and  shall  be  promulgated  in  final 
form  not  later  than  120  days  after  the  date 
of  enactment  of  this  section.  Such  regula- 
tions shall,  at  a  minimum,  include  the  fol- 
lowing: 

"(1)  A  definition  of  the  term  'major  cap- 
ital project'  for  the  purpose  of  subsection 
(b).  Such  definition  shall  exclude  projects 
for  the  acquisition  of  vehicles  or  other  roll- 
ing stock,  or  for  the  performance  of  vehicle 
maintenance  or  rehabilitation. 

"(2)  A  requirement  that,  in  order  to  maxi- 
mize the  transportation  benefits  and  cost 
savings  associated  with  project  management 
oversight,  such  oversight  shall  begin  during 
the    preliminary    engineering    stage    of    a 


project.  The  requirement  of  this  paragraph 
shall  not  apply  if  the  Secretary  finds  that  it 
is  more  appropriate  to  initiate  such  over- 
sight during  another  stage  of  the  project. 

"(e)  The  Secretary  shall  approve  a  plan 
submitted  pursuant  to  subsection  (b)  within 
60  days  following  its  submittal.  In  the  event 
that  approval  cannot  be  completed  within 
60  days,  the  Secretary  shall  inform  the  re- 
cipient of  the  reasons  therefor  and  as  to 
how  much  more  time  is  needed  for  review  to 
be  completed.  If  a  plan  is  disapproved,  the 
Secretary  shall  inform  the  recipient  of  the 
reasons  therefor.". 


and 


TRIBLE  AMENDMENT  NO.  2873 

Mr.  TRIBLE  proposed  an  amend- 
ment to  the  bill  S.  2405,  supra;  as  fol- 
lows: 

Sec.  .  Cumberland  Gap  National  Histori- 
cal Park,  Virginia.— 

(a)  Section  160(a)  of  the  Federal-Aid 
Highway  Act  of  1973  (87  Stat.  278)  is 
amended  by  adding  the  following  new  sen- 
tences at  the  end  thereof:  "After  completion 
of  the  reconstruction  and  relocation  of 
Route  25E  through  the  Cumberland  Gap 
National  Historical  Park  (including  con- 
struction of  a  tunnel  and  the  approaches 
thereto),  funds  available  for  parkways  in 
subsection  (a)  of  section  101.  Title  23. 
United  States  Code,  shall  be  available  to  fi- 
nance the  cost  of  upgrading  from  2  lanes  to 
4  lanes  a  highway  providing  access  from 
such  route  through  that  portion  of  the 
Cumberland  Gap  National  Historical  Park 
which  lies  within  the  State  of  Virginia.  The 
project,  including  any  environmental  impact 
statements,  referred  to  in  the  preceding  sen- 
tence shall  not  delay  or  affect  in  any  way 
the  reconstruction  and  relocation  of  Route 
25E  (including  construction  of  a  tunnel  and 
approaches  thereto." 

(b)  Subsection  (b)  of  section  160  of  such 
Act  is  amended  by  inserting  after  "rights-of- 
way"  the  following:  "including  approaches 
in  the  State  of  Virginia". 

Redesignate  succeeding  sections  of  Title  I 
accordingly  and  conform  the  table  of  con- 
tents accordingly. 


PACKWOOD  AMENDMENT  NO. 
2874 

Mr.  SYMMS  (for  Mr.  Packwood,  on 
behalf  of  the  Committee  on  Finance) 
proposed  an  amendment  to  the  bill  S. 
2405,  supra;  as  follows: 

On  page  96.  after  line  14,  insert  the  fol- 
lowing new  title: 
TITLE  II-HIGHWAY  REVENUE  ACT  OP 

1986 
SEC.  201.  SHORT  TITLE. 

This  title  may  be  cited  as  the  "Highway 
Revenue  Act  of  1986  ". 

SEC.  202.  4-YEAR  EXTENSION  OF  HIGHWAY  TRl'ST 
FUND  TAXES  AND  RELATED  EXEMP- 
TIONS. 

(a)  Extension  of  Taxes.— The  following 
provisions  of  the  Internal  Revenue  Code  of 
1954  are  each  amended  by  striking  out 
"1988"  each  place  it  appears  and  inserting 
inlieu  thereof  "1992": 

(1)  Section  4041(a)(3)  (relating  to  special 
fuels  tax). 

(2)  Section  4051(c)  (relating  to  tax  on 
heavy  trucks  and  trailers  sold  at  retail ). 

(3)  Section  4071(d)  (relating  to  tax  on 
tires  and  tread  rubber). 

(4)  Section  4081(b)  (relating  to  gasoline 
tax). 


(5)     Sections     4481(e).     4482(c)(4). 
4482(d)  (relating  to  highway  use  tax). 

(b)  Extension  or  Exemptions.  Etc.— The 
following  provisions  of  the  Internal  Reve- 
nue Code  of  1954  are  each  amended  by 
striking  out  "1988"  each  place  it  appears 
and  inserting  in  lieu  thereof  "1992": 

(1)  Section  4041(b)(2)(C)  (relating  to 
qualified  methanol  and  ethanol  fuel). 

(2)  Section  4041(f)(3)  (relating  to  exemp- 
tion for  farm  use). 

(3)  Section  4041(g)  (relating  to  other  ex- 
emptions). 

(4)  Section  4221(a)  (relating  to  certain 
tax-free  sales). 

(5)  Section  4483(f)  (relating  to  exemption 
for  highway  use  tax). 

(6)  Section  6420(h)  (relating  to  gasoline 
used  on  farms). 

(7)  Section  6421(h)  (relating  to  tax  on  gas- 
oline used  for  certain  nonhighway  purposes 
or  by  local  transit  systems). 

(8)  Section  6427(g)(5)  (relating  to  advance 
repayment  of  increased  diesel  fuel  tax). 

(9)  Section  6427(m)  (relating  to  fuels  not 
used  for  taxable  purposes). 

(c)  Other  Provisions.— 

( 1 )  Floor  stocks  refunds.- Paragraph  ( 1 ) 
of  section  6412(a)  of  the  Internal  Revenue 
Code  of  1954  (relating  to  floor  stocks  re- 
funds) is  amended— 

(A)  by  striking  out  "1988"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1992"', 
and 

(B)  by  striking  out  "1989"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1993". 

(2)  Installment  payments  of  highway 
USE  tax.— Paragraph  (2)  of  section  6156(e) 
of  such  Code  (relating  to  installment  pay- 
ments of  tax  on  use  of  highway  motor  vehi- 
cles) is  amended  by  striking  out  "1988"  and 
inserting  in  lieu  thereof  "1992". 

SEC.  203.  4-YEAR  EXTENSION  OF  HIGHWAY  TRIST 
FIND. 

(a)  In  General.— Subsections  (b),  (c).  and 
(e)  of  section  9503  of  the  Internal  Revenue 
Code  of  1954  (relating  to  Highway  Trust 
Fund)  are  each  amended— 

(1)  by  striking  out  •1988  "  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1992 ", 
and 

(2)  by  striking  out  "1989  "  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  ■1993". 

(b)  Expenditures  From  Highway  Trust 
FtmD.— Paragraph  (1)  of  section  9503(c)  of 
the  Internal  Revenue  Code  of  1954  (relating 
to  expenditures  from  Highway  Trust  Fund) 
is  amended  by  striking  out  "or""  at  the  end 
of  subparagraph  (B)  and  by  striking  out 
subparagraph  (C)  and  inserting  in  lieu 
thereof  the  following  new  subparagraphs: 

•(C)  authorized  to  be  paid  out  of  the 
Highway  Trust  Fund  under  the  Federal-Aid 
Highway  Act  of  1986.  or 

"(D)  hereafter  authorized  by  a  law  which 
does  not  authorize  the  expeniture  out  of  the 
Highway  Trust  Fund  of  any  amount  for  a 
general  purpose  not  covered  by  subpara- 
graph (A).  (B).  or  (C)  as  in  effect  on  Decem- 
ber 31.  1986."". 

(c)  Conforming  Amendments  to  Land  and 
Water  Conservation  Fund.— Subsection  (b) 
of  section  201  of  the  Land  and  Water  Con- 
servation Fund  Act  of  1965  (16  U.S.C.  4601- 
1 1 )  is  amended— 

(1)  by  striking  out  •1988""  and  inserting  in 
lieu  thereof  "1992"".  and 

(2)  by  striking  out  ■1989'"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1993"". 
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SEC.  2M.  REDUCTION  IN  EXCISE  TAX  EXEMPTION 
FOR  QUALIFIED  METHANOL  AND  ETH- 
ANOL  Fl'ELS. 

(a)  In  General.— Subparagraph  (A)  of  sec- 
tion 4041(b)(2)  of  the  Internal  Revenue 
Code  of  1954  (relating  to  exemption  for 
qualified  ehtanol  and  methanol  fuels)  is 
amended  to  read  as  follows: 

"(A)  In  general.— In  the  case  of  any  quali- 
fied methanol  or  ethanol  fuel,  subsection 
(a)(2)  shall  be  applied  by  substituting  '3 
<»nts'  for  '9  cents'.". 

(b)  Conforming  Amendment.— The  head- 
ing for  section  4041(b)  of  the  Internal  Reve- 
nue Code  of  1954  is  amended  by  strilcing  out 
"Exemption"  the  second  place  it  appears 
and  inserting  in  lieu  thereof  "Reduction  in 
Tax". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on 
January  1.  1987. 

SEC.  205.  TECHNICAL  CORRECTIONS. 

(a)  Refund  of  Entire  Diesel  Fuel  Tax 
With  Respect  to  School  Buses.— 

(1)  In  general.— Paragraph  (2)  of  section 
6427(b)  of  the  Internal  Revenue  Code  of 
1954  (relating  to  intercity,  local,  or  school 
buses)  is  amended  by  redesignating  subpara- 
graphs (B)  and  (C)  as  subparagraphs  'O 
and  (D).  respectively,  and  by  inserting  after 
subparagraph  (A)  the  following  new  sub- 
paragraph: 

"(B)  Exception  for  school  bus  transpor- 
tation.—Subparagraph  (A)  shall  not  apply 
to  fuel  used  in  an  automobile  bus  while  en- 
gaged in  the  transportation  described  in 
paragraph  (1)(B).". 

(2)  Conforming  amendments.— 

(A)  Subparagraph  (A)  of  section 
6427(bK2)  of  such  Code  is  amended  by  strili- 
ing  out  "subparagraph  (B)"  and  inserting  in 
lieu  thereof  "subparagraphs  (B)  and  (C)". 

(B)  The  heading  for  subparagraph  (C)  of 
section  6427(b)(2)  of  such  Code,  as  redesig- 
nated by  paragraph  ( 1 ),  is  amended  by  strik- 
ing out  "Exception"  and  inserting  in  lieu 
thereof  "Exception  for  certain  intracity 
transportation". 

(3)  EFFECTIVE  date.— The  amendments 
made  by  this  subsection  shall  take  effect  as 
If  included  in  section  915  of  the  Tax  Reform 
Act  of  1984. 

(b)  Certain  Transfers  Prom  Highway 
Trust  Fund  To  Be  Made  Proportionately 
From  Mass  Transit  Account.— Subsection 
(e)  of  section  9503  of  such  Code  (relating  to 
establishment  of  Mass  Transit  Account)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(5)  Portion  op  certain  transfers  to  be 
made  from  account.— 

"(A)  In  general.— Transfers  under  para- 
graphs (2).  (3).  and  (4)  of  subsection  (c) 
shall  be  borne  by  the  Highway  Account  and 
the  Mass  Transit  Account  in  proportion  to 
the  respective  revenues  transferred  to  such 
Accounts  under  this  section. 

"(B)  Highway  account.— For  purposes  of 
subparagraph  (A),  the  term  "Highway  Ac- 
count' means  the  portion  of  the  Highway 
Tnist  Fund  which  is  not  the  Mass  Transit 
Account.". 


PRESSLER  (AND  OTHERS) 
AMENDMENT  NO.  2875 

Mr.  STAFFORD  (for  Mr.  Pressler, 
for  himself,  Mr.  Abdnor,  Mr.  Zorin- 
SKY,  and  Mr.  Exon)  proposed  an 
amendment  to  the  bill  S.  2405,  supra; 
as  follows: 

On  page  86.  l>etween  lines  19  and  20, 
insert  the  following: 


FERRY  boat  service  STUDY 

Sec  .  (a)  The  Secretary  of  Transporta- 
tion in  consulation  with  the  highway  de- 
partments of  the  States  of  Nebraska  and 
South  Dakota,  shall  conduct  a  study  to  de- 
termine the  feasibility  and  cost  of  establish- 
ing public  ferry  boat  service  on  the  Missouri 
River  which  connects  a  Federal-aid  highway 
in  the  Vicinity  of  Niobrara.  Nebraska  with  a 
Federal-aid  highway  in  the  vicinity  of 
Springfield.  South  Dakota,  and  which  meets 
the  requirements  of  section  129(g)  of  title 
23.  United  States  Code. 

(b)  Not  later  than  one  year  after  the  date 
of  enactment  of  this  Act,  the  Secretary 
shall  submit  a  report  to  the  Congress  on  the 
results  of  the  study  conducted  under  this 
section  together  with  any  recommendations 
the  Secretary  may  have  concerning  the  es- 
tablishment of  the  ferry  boat  service  de- 
scribed in  subsection  (a). 

STAFFORD  (AND  HATFIELD) 
AMENDMENT  NO.  2876 

Mr.  STAFFORD  (for  himself  and 
Mr.  Hatfield)  proposed  an  amend- 
ment to  the  bill  S.  2405,  supra;  as  fol- 
lows: 

On  page  86.  between  lines  19  and  20. 
insert  the  following: 

SUBSTITUTE  TRANSIT  PROJECT  IN  OREGON 

Sec.  .  (a)  Notwithstanding  any  other 
provision  of  law.  upon  the  joint  request  of 
the  Governor  of  the  State  of  Oregon  and 
the  local  governments  concerned,  the  Secre- 
tary may  approve  a  substitute  transit 
project  for  construction  of  a  light  rail  tran- 
sit system  in  lieu  of  construction  of  any  eli- 
gible interstate  lanes  if  such  substitute 
project  is  in  or  adjacent  to  the  proposed 
right-of-way  for  such  lanes. 

(b)  Upon  approval  of  any  substitute  tran- 
sit project  under  subsection  (a),  the  costs  of 
construction  of  the  eligible  interstate  lanes 
for  which  such  project  is  substituted  shall 
not  be  eligible  for  funds  authorized  under 
section  108(b)  of  the  Federal-Aid  Highway 
Act  of  1956  and  a  sum  equal  to  the  Federal 
share  of  such  costs,  as  included  in  the  latest 
interstate  cost  estimate  approved  by  Con- 
gress, shall  be  available  to  the  Secretary  to 
incur  obligations  under  section  103(e)(4)  of 
title  23.  United  States  Code,  for  the  Federal 
share  of  the  costs  of  such  substitute  project. 

(c)  By  September  30.  1989.  any  substitute 
transit  project  approved  under  subsection 
(a)  (for  which  the  Secretary  finds  that  suffi- 
cient Federal  funds  are  available)  must  be 
under  contract  for  construction  or  construc- 
tion must  have  commenced.  If  any  such  sub- 
stitute transit  project  is  not  under  contract 
for  construction  or  construction  has  not 
conunenced  by  such  date,  then  immediately 
after  such  date,  the  Secretary  shall  with- 
draw approval  of  such  project  and  no  funds 
shall  be  appropriated  under  the  authority 
of  section  103(e)(4)  of  title  23.  United  States 
Code,  for  any  such  project. 

(d)(1)  A  substitute  transit  project  ap- 
proved under  subsection  (a)  shall  l)e  deemed 
to  be  a  substitute  transit  project  for  pur- 
poses of  section  103(e)(4)  of  title  23.  United 
States  Code  (other  than  subparagraphs  (C) 
and(O)). 

(2)  Unobligated  apportionments  for  the 
Interstate  System  in  the  State  of  Oregon 
shall,  on  the  date  of  approval  of  a  substitute 
transit  project  under  subsection  (a),  be  re- 
duced in  the  proportion  that  the  Federal 
share  of  the  costs  of  the  construction  of  the 
eligible  interstate  lanes  for  which  such 
project  is  substituted  bears  to  the  Federal 


share  of  the  total  cost  of  all  interstate 
routes  in  that  State  as  reflected  in  the  latest 
cost  estimate  approved  by  Congress. 

(3)  The  Secretary  shall  administer  this 
section  through  the  Federal  Highway  Ad- 
ministration. 

(f)  For  purposes  of  this  section,  the  term 
"eligible  interstate  lanes"  means  any  bus 
lanes  which  are  to  be  constructed  on  Inter- 
state Route  205  in  Oregon. 


STAFFORD  (AND  OTHERS) 
AMENDMENT  NO.  2877 

Mr.  SYMMS  (for  Mr.  Stafford,  for 
himself,  Mr.  Symms,  Mr.  Dole,  Mr. 
Hecht,  Mrs.  Hawkins,  Mr.  Mattingly, 
Mr.  Hollings,  Mr.  Danforth,  Mr. 
Bumpers,  Mr.  Byrd,  Mr.  Rockefeller, 
Mr.  Trible,  Mr.  Laxalt,  Mr.  Hum- 
phrey, Mr.  Johnston,  Mr.  Quayle,  Mr. 
Specter,  Mr.  Long,  Mr.  Nunn,  Mr. 
Eagleton,  Mr.  Chiles,  Mr.  Sasser,  Mr. 
Gore,  Mr.  Bentsen,  Mr.  Burdick,  and 
Mr.  Warner)  proposed  an  amendment 
to  the  bill  S.  2405,  supra;  as  follows: 

On  page  73.  after  line  16.  add  the  follow- 
ing: 

(21)  Interstate  connector  from  1-95  near 
Florence,  South  Carolina  to  U.S.  17.  north 
of  Myrtle  Beach.  South  Carolina  to  allow 
increased  access  to  the  Grand  Strand. 

(22)  The  South  Carolina  portion  of  the 
Bobby  Jones  Expressway  by-pass  from  1-20 
near  North  Augusta.  South  Carolina  south 
across  the  Savannah  River  into  Georgia, 
where  it  connects  with  1-520. 

(23)  Up  to  $14.5  million  to  carry  out  a 
highway  project  in  the  vicinity  of  Sanford. 
Florida,  to  demonstrate  methods  of  reduc- 
ing costs  and  expediting  construction  of  an 
interchange  between  Florida  State  Route 
46A  and  a  highway  on  the  Interstate 
System  by  contracting  with  a  private  con- 
sultant to  design  and  construct  such  project. 

(24)  To  reconstruct  and  rehabilitate  the 
Eugene  Talmadge  Memorial  Bridge,  a  func- 
tionally obsolete  bridge  which  is  located  in 
Savannah.  Georgia  and  crosses  the  Savan- 
nah River. 

(25)  In  Lawrence.  Kansas,  a  by-pass 
project  which  is  a  model  for  its  cost-sharing 
arrangement  and  economic  development 
goals. 

(26)  In  Wichita,  Kansas,  the  replacement 
of  a  conventional  intersection  of  two  heavily 
travelled  streets  at  Kellogg  and  Oliver  with 
a  new  low-cost  European  fly-over  design  for 
the  interchange. 

(27)  In  Olathe.  Kansas,  the  119th  Street 
Interchange  to  correct  a  dangerous  inter- 
change. 

(28)  In  Emporia,  Kansas,  a  new  Prairie 
Street  overpass  to  overcome  existing  flood 
conditions. 

(29)  In  Sparks.  Nevada,  for  the  purpose  of 
demonstrating  the  efficacy  of  improving 
traffic  flow  conditions  on  various  adjacent 
interchanges  and  local  streets  by  construct- 
ing a  new  mterchange  and  approaches  on  an 
east-west  highway  on  the  Interstate  System 
and  a  four-lane  highway  not  on  such  system 
which  could  serve  as  a  beltway. 

(30)  In  the  State  of  Arkansas  on  a  seg- 
ment of  a  north-south  highway  on  the  Fed- 
eral-aid primary  system  from  the  vicinity  of 
the  junction  of  Interstate  routes  1-40  and  I- 
540  to  the  boundary  between  the  State  of 
Arkansas  and  Missouri  in  the  vicinity  of 
Bella  Vista,  Arkansas. 
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(31)  In  the  vicinity  of  Port  Smith,  Arkan- 
sas, to  widen  a  segment  of  the  Pederal-aid 
urban  system  and  improve  signalization. 

(32)  In  the  vicinity  of  Jonesboro,  Arkansas 
for  the  construction  of  four  grade  separa- 
tions on  a  four-lane  bypass  route  for  demon- 
strating methods  of  improving  highway 
safety. 

(33)  In  Kansas  City,  Missouri,  the  South 
Midtown  Roadway,  a  north-south  route  on 
the  Pederal-aid  Primary  System. 

(34)  In  St.  Charles  County,  Missouri,  a 
bypass  highway  to  connect  an  east-west 
Interstate  route  with  the  Interstate  beltway 
around  St.  Louis,  Missouri. 

(35)  A  segment  of  north-south  highway  on 
the  Pederal-Aid  Primary  System  from  the 
vicinity  of  Carthage,  Missouri,  to  the  bound- 
ary between  the  States  of  Arkansas  and 
Missouri  in  the  vicinity  of  Noel,  Missouri, 
increasing  the  number  of  lanes  on  such  seg- 
ment from  two  to  four. 

(36)  A  106-mile  highway  on  the  Federal- 
aid  Primary  System  in  Missouri,  beginning 
in  the  vicinity  of  Columbia  and  ending  in 
the  vicinity  of  Lancaster. 

(37)  Construction  of  the  New  River  Park- 
way in  West  Virginia,  a  two-lane  scenic 
highway  through  the  New  River  Gorge  Na- 
tional River  area  connecting  with  Interstate 
64. 

(38)  To  improve  the  Peachtree  Industrial 
Boulevard  from  1-285  to  S.R.  141  in  Atlanta, 
Georgia. 

(39)  A  ten  mile  extension  from  the  Blue 
Ridge  Parkway  to  the  Explore  Project  (a 
5.000  acre  tourist  destination  located  in  the 
Roanoke  Valley  in  western  Virginia). 

(40)  The  restoration  of  the  Martin  Luther 
King  bridge  connecting  the  metro  east  area 
in  Illiniois  and  St.  Louis,  Missouri. 

(41)  The  improvement  of  the  Builder 
Highway  in  Henderson,  Nevada  creating  a 
landscaped  environment. 

(42)  Highway  bridge  at  Lock  &  Dam  4 
near  Pine  Bluff,  Arkansas. 

(43)  The  extension  of  1-49  for  6.7  miles  in 
the  Shreveport  and  Lafayette,  Louisiana  vi- 
cinities. 

(44)  The  Cline  Avenue/I-94  Interchange 
in  East  Chicago,  Indiana. 

(45)  The  demonstration  of  the  state  of  the 
art  highway  technologies  on  U.S.  220  in 
Blair  County,  Pennsylvania. 

(46)  The  Basin  Street  Railroad  Crossing. 
To  secure  funding  for  a  railroad  grade  cross- 
ing project  in  Allentown,  Pennsylvania. 

(47)  The  Southern  Expressway  project  in 
Pittsburgh,  Pennsylvania.  To  enable  traffic 
to  bypass  airport  and  local  roads  that  access 
the  Pittsburgh  Airport. 

(48)  The  Ebsenberg  Bypass.  To  divert  traf- 
fic from  Route  219  in  Ebsenberg.  Pennsylva- 
nia, to  a  5.1  mile  relocated  segment. 

(49)  The  Chambersburg.  Pennsylvania 
interchange  project,  located  in  Franklin 
County.  To  relieve  traffic  congestion  at  an 
existing  interchange  on  a  north-south  inter- 
state route  and  to  provide  access  to  Cham- 
bersburg, Pennsylvania. 

(50)  The  Chadville,  Pennsylvania  highway 
project.  To  relocate  and  reconstruct  a  3.5 
mile  segment  of  the  Federal-aid  primary 
system  from  the  vicinity  of  Chadville,  Penn- 
sylvania, to  Palrchance,  Pennsylvania. 

(51)  The  Kittaiming-Brookville,  Pennsyl- 
vania project.  To  reconstruct  approximately 
30  miles  of  a  two-lane  on  the  Federal-aid 
primary  system  between  Kittanning  and 
Brookville,  Pennsylvania. 

(52)  The  Johnstown  Flood  National  Me- 
morial project.  To  upgrade  a  narrow,  1.3 
mile  access  road  to  the  Johnstown  Flood 
National  Memorial,  near  Johnstown,  Penn- 
sylvania. 


(53)  The  Seltice  Way  project  located  in 
Post  Falls,  Idaho.  The  reconstruction 
project  of  Seltice  Way  through  the  city  of 
Post  Palls,  beginning  at  Pleasant  View  Road 
and  ending  at  Huetter  Road. 

(54)  The  US- 20/ 26  Highway  Project,  lo- 
cated on  US-20/26  and  US-20  between  the 
Idaho  National  Engineering  Laboratory 
(INEL)  site  and  the  city  of  Idaho  Palls, 
Idaho. 

(55)  A  highway  project  in  the  vicinity  of 
Southeast  Baton  Rouge,  Louisiana,  for  the 
purpose  of  demonstrating  methods  by 
which  (a)  the  widening  of  the  on  and  off 
ramps  of  a  full  diamond  interchange  on  the 
Interstate  System,  and  (b)  the  widening  and 
improvement  of  the  approaches  on  both 
sides  of  the  Interstate  System,  including 
access  ramps  and  turnouts  therefrom,  of  a 
two  lane  highway  not  on  such  system  and 
construction  of  a  school  bus  loading  area 
immediately  adjacent  thereto,  and  (c)  the 
coordination  of  a  partial  relocation  of  a  two 
lane  highway  not  on  such  system,  will  en- 
chance  to  the  economic  development  of  the 
area  while  removing  safety  hazards,  reduc- 
ing traffic  congestion  at  the  Interstate 
Interchange,  at  the  entrances  to  a  large 
commercial  development  and  a  school,  in- 
cluding the  entrances  to  the  school  bus 
loading  zone. 

(56)  A  highway  project  in  the  vicinity  of 
East  Lafayette  Parish.  Louisiana,  for  the 
purpose  of  demonstrating  the  benefits  of  a 
full  diamond  interchange  connecting  Louisi- 
ana Avenue  on  the  west  bank  of  Bayou  Ver- 
million to  the  Interstate  System  to  improve 
traffic  flow  and  highway  safety  in  the  City 
of  Lafayette. 

(57)  A  highway  project  in  the  vicinity  of 
East  Lafayette,  Louisiana  for  the  purpose  of 
demonstrating  the  benefits  of  providing 
access  to  the  Interstate  System  from  a  state 
highway  not  on  such  system. 

(58)  The  New  Sewickly  project,  located  in 
the  townships  of  New  Sewickly  and  Conway, 
Pennsylvania.  To  construct  a  two-lane  high- 
way between  the  two  municipalities. 

(59)  A  grade  separation  over  a  rail  high- 
way crossing  at  the  intersection  of  U.S.  41 
and  Causeway  Boulevard  in  the  vicinity  of 
Tampa,  Florida,  to  relieve  motor  vehicle 
congestion  resulting  from  the  transporta- 
tion of  freight  to  and  from  areas  for  the 
transshipment  of  waterborne  commerce. 

(60)  A  highway  project  to  demonstrate 
methods  of  improving  highway  safety  by 
making  improvements  to  a  road  providing 
direct  access  from  the  Port  Campbell  Mili- 
tary Reservation  to  the  City  of  Clarlcsville, 
Tennessee. 

(61)  To  perform  a  study  to  determine  the 
benefits  and  cost  associated  with  making 
Route  22  West  from  Ebensburg,  Pennsylva- 
nia to  Pittsburgh,  Pennsylvania  a  four  lane 
road.  Preliminary  design  and  engineering  is 
to  be  included  in  this  study.  This  segment  of 
Route  22  is  a  dangerous  road  which  varies 
from  two  to  three  to  four  lanes.  A  four  lane 
road  would  benefit  commerce  and  safety. 
This  project  should  be  granted  priority 
status  for  construction  funds. 

(62)  To  perform  a  study  to  determine  the 
benefits  and  costs  associated  with  making 
Route  219  from  Somerset,  Pennsylvania  to 
the  Maryland  border  a  four  lane  highway. 
Preliminary  design  and  engineering  is  to  be 
included  in  this  study.  This  segment,  cur- 
rently a  two  lane  road,  would  connect  with 
two  four  lane  segments  to  provide  a  major 
Appalachian  thoroughfare  and  result  in 
jobs  and  safety  benefits.  This  project  should 
be  granted  priority  status  for  construction 
funds. 


(63)  To  perform  a  study  to  determine  the 
benefits  and  costs  associated  with  creating  a 
four  lane  highway  from  Route  56  in  Johns- 
town. Pennsylvania  to  Route  22.  Prelimi- 
nary design  and  engineering  is  to  be  includ- 
ed in  this  study.  This  project  should  be 
granted  priority  status  for  construction 
funds. 

(64)  $184,000  is  needed  to  perform  emer- 
gency repair  to  the  Calhoun  Bridge  (Morris- 
ville  to  Trenton.  Pennsylvania).  An  accident 
caused  structural  damage  which  necessitat- 
ed closing  the  bridge  until  repairs  can  be  ac- 
complished. Twenty  thousand  cars  per  day 
that  were  regular  users  of  the  bridge  are  in- 
convenienced and  many  businesses  located 
at  this  bridge  are  inconvenienced  as  a  result. 
This  project  should  be  granted  priority 
status  for  construction  funds. 

(65)  To  perform  a  study  to  determine  the 
benefits  and  costs  associated  with  msiking 
Route  15  from  Hunterstown.  Pennsylvania 
to  the  Maryland  border  four  lanes.  This  seg- 
ment is  currently  two  lanes  and  connects 
two  four  lane  segments.  Many  deaths  occur 
on  this  dangerous  stretch  of  highway.  This 
project  should  be  granted  priority  status  for 
construction  funds. 

(66)  Cline  Avenue  Interchange  Improve- 
ment Project  in  East  Chicago.  Indiana  for 
the  reconstruction  of  an  interchange  at  the 
intersection  of  Cline  Avenue  and  the 
Borman  Expressway. 

(67)  Hammond  Railroad  Relocation 
project  in  Hammond.  Indiana  to  complete 
acquisition  of  right-of-way  and  construction 
of  the  Hohman  Avenue  underpass  to  im- 
prove transportation  and  economic  benefits 
to  the  community. 

(68)  Lafayette  Railroad  Relocation  in  La- 
fayette. Indiana  to  reroute  rail  traffic  to  a 
single  corridor  with  few  crossings  reducing 
the  threat  posed  to  the  safety  of  the  local 
citizens  by  over  40  rail-highway  intersec- 
tions. 

(69)  U.S.  75  North  Central  Expressway 
Extension— combines  several  individual 
projects  which  involve  construction  of  addi- 
tional lanes,  more  efficient  interchanges, 
and  improved  bridge  structures  for  added 
capacity  and  safer  travel  on  a  Pederal-aid 
Primary  System  highway.  Improvements  to 
this  major  north-south  route  in  north  cen- 
tral Texas  near  Dallas  would  cover  15.4 
miles  of  highway  from  Interstate  635  in 
Dalls  County  to  State  Highway  121  in  Collin 
County.  Cost  of  the  project  is  estimated  at 
$134.5  million. 

(70)  Interstate  Highway  30  Interchange 
("West  Leg')— Ft.  Worth.  Texas— recon- 
structs and  widens  a  critical  interchange  in- 
volving major,  heavily-traveled  East-West 
and  North-South  Interstate  Highways  (IH 
30  and  IH  35.  repectively). 


DURENBERGER  AMENDMENT 
NO.  2878 

Mr.  STAFFORD  (for  Mr.  Duren- 
BERGER)  proposed  an  amendment  to 
the  bill  S.  2405,  supra:  as  follows: 

At  the  end  thereof  add  the  following  new 
part: 

Part  — 

Section  1.  That  this  Act  may  be  cited  as 
the  "Uniform  Relocation  Act  Amendments 
of  1986." 

TITLE  I— GENERAL  PROVISIONS 

DEFINITIONS 

Sec.  101.  (a)  Section  101(1)  (42  U.S.C. 
4601(1))  of  the  Uniform  Relocation  Assist- 
ance and  Real  Property  Acquisition  Policies 
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Act  of  1970  (hereinafter  the  "Uniform  Act") 
Is  amended  by  striking  out  "(except  the  Na- 
tional Capital  Housing  Authority)"  and 
"(except  the  District  of  Columbia  Redevel- 
opment Land  Agency)". 

(b)  Section  101(3)  of  the  Uniform  Act  (42 
U.S.C.  4601(3))  is  amended  to  read  as  fol- 
lows: 

"(3)  The  term  State  agency'  means  any 
entity  which  has  eminent  domain  authority 
under  State  law.". 

(c)  Section  101(4)  of  the  Uniform  Act  (42 
U.S.C.  4601(4))  is  amended  by  inserting,  "or 
mortgage  interest  subsidy  to  a  person"  after 
"insurance". 

(d)  Section  101(6)  of  the  Uniform  Act  (42 
U.S.C.  4601(6))  is  amended  to  read  as  fol- 
lows: 

"(6)  The  term  displaced  person'  means— 
"(A)  except  as  provided  under  paragraph 
(E)  (with  respect  to  a  utility  on  real  proper- 
ty under  the  control  or  ownership  of  a  State 
or  local  agency),  any  person  who  moves 
from  real  property,  moves  personal  proper- 
ty, or  moves  a  business  or  farm  operation,  as 
a  direct  result  of  a  written  notice  of  intent 
to  acquire  or  the  acquisition  of  such  real 
property  in  whole  or  in  part  for  a  program 
or  project  undertaken  by  a  Federal  agency 
or  with  Federal  financial  assistance: 

■(B)  solely  for  the  purpose  of  subsections 
(a)  and  (b)  of  section  202  and  of  section  205, 
any  person  who  moves  from  real  property  or 
moves  personal  property  from  real  proper- 
ty- 

"(i)  as  a  direct  result  of  the  written  notice 
of  intent  to  acquire  or  the  acquisition  of 
other  real  property,  on  which  such  person 
conducts  a  business  or  farm  operation,  for  a 
program  or  project  undertaken  by  a  Federal 
agency  or  with  Federal  financial  assistance; 
and 

"(ii)  as  a  direct  result  of  rehabilitation  or 
demolition  for  a  program  or  project  under- 
taken by  a  Federal  agency  or  with  Federal 
financial  assistance,  where  the  person  is  a 
residential  tenant,  farm  operation,  or  a 
small  business  and  where  the  head  of  the 
displacing  agency  determines  that  such  dis- 
placement is  permanent; 

"(C)  solely  for  the  purpose  of  subsections 
(a)  and  (b)  of  section  202  and  of  any  other 
provisions  of  this  Act  which  the  head  of  the 
displacing  agency  may  prescribe,  any  other 
person  who  is  a  residential  tenant,  farm  op- 
eration, or  small  business  and  who  the  head 
of  the  displacing  agency  determines  will  be 
permanently  displaced  as  a  direct  result  of  a 
program  or  project  undertaken  by  a  Federal 
agency  or  with  Federal  financial  assistance; 

"(D)  suiy  person  who  is  eligible  for  reloca- 
tion assistance  under  paragraphs  (A),  (B),  or 
(C)  of  this  subsection,  unless  such  person 
has  been  determined,  according  to  criteria 
established  by  the  head  of  the  lead  agency, 
to  be  either  in  unlawful  occupancy  of  the 
displacement  dwelling  or  to  have  occupied 
such  dwelling  for  the  purpose  of  obtaining 
assistance  under  this  Act;  or 

'(E)  solely  for  the  purpose  of  subsections 
(d)  and  (e>  of  section  202,  any  utility  compa- 
ny which  moves  its  facilities  from  real  prop- 
erty under  the  ownership  or  control  of  a 
State  or  local  agency.". 

(e)  Section  101  of  the  Uniform  Act  (42 
U.S.C.  4601)  is  amended  by  adding  at  the 
end  thereof  the  following  new  sut>sections: 

•'(10)  The  term  suitable  replacement 
dwelling'  means  any  dwelling  that  is  (A) 
decent,  safe,  and  sanitary:  (B)  adequate  in 
size  to  acconunodate  the  occupants;  (C) 
within  the  financial  means  of  the  displaced 
person:  (D)  functionally  similar:  (E)  in  an 
area  not  subject  to  unreasonable  adverse  en- 


vironmental conditions;  and  (F)  in  a  loca- 
tion generally  not  less  desirable  than  the  lo- 
cation of  the  displaced  person's  dwelling 
with  respect  to  public  utilities,  facilities, 
services  and  the  displaced  person's  place  of 
employment. 

"(11)  The  term  'displacing  agency'  means 
any  Federal  agency.  State  or  State  agency 
utilizing  Federal  financial  assistance  or,  for 
the  purposes  of  paragraphs  (B)  and  (C)  of 
section  101(6),  any  person  furnished  Federal 
financial  assistance  which  causes  a  person 
to  be  a  displaced  person. 

"(12)  The  term  'lead  agency'  means  the 
Federal  department,  agency,  or  other  entity 
designated  by  the  President  to  coordinate 
implementation  of  the  Uniform  Act  under 
section  213  of  this  Act. 

"(13)  The  term  appraisal'  means  a  written 
statement  independently  and  impartially 
prepared  by  a  qualified  appraiser  setting 
forth  an  opinion  of  defined  value  of  an  ade- 
quately described  property  as  of  a  specific 
date,  supported  by  the  presentation  and 
analysis  of  relevant  market  information.". 
TITLE  II-UNIFORM  RELOCATION 
ASSISTANCE 

Sec.  201.  Section  201  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4621), 
and  its  catchline  are  amended  to  read  as  fol- 
lows: 

"DECLARATION  OF  FINDINGS  AND  POLICY 

"Sec.  201.  (a)  The  Congress  finds  and  de- 
clares that— 

"(1)  displacement  as  a  direct  result  of  pro- 
grams or  projects  undertaken  by  a  Federal 
agency  or  with  Federal  financial  assistance 
is  caused  by  a  number  of  activities,  includ- 
ing rehabilitation,  demolition,  code  enforce- 
ment, and  acquisition; 

"(2)  displacement  occurs  in  a  variety  of 
social,  economic,  geographic,  and  legal  cir- 
cumstances; 

"(3)  relocation  assistance  policies  must 
provide  for  sufficient  flexibility  to  assure 
fair,  uniform,  and  equitable  treatment  of  all 
affected  persons; 

"(4)  the  displacement  of  businesses  often 
results  in  their  closure;  and 

"(5)  minimizing  the  adverse  impact  of  dis- 
placement of  businesses  is  essential  to  main- 
taining the  economic  and  social  well-being 
of  communities. 

"(b)  This  title  establishes  a  uniform  policy 
for  the  fair  and  equitable  treatment  of  per- 
sons displaced  as  a  direct  result  of  programs 
or  projects  undertaken  by  a  Federal  agency 
or  with  Federal  financial  assistance,  in 
order  that  such  persons  shall  not  suffer  dis- 
proportionate injuries  as  a  result  of  pro- 
grams designed  for  the  benefit  of  the  public 
as  a  whole. 

"(c)  It  is  the  intent  of  Congress  that— 

"(1)  the  primary  purpose  of  this  title  is  to 
minimize  the  hardship  of  displacement  on 
persons  displaced  as  a  direct  result  of  pro- 
grams or  projects  undertaken  by  a  Federal 
agency  or  with  Federal  financial  assistance: 

"(2)  Federal  agencies  shall  carry  out  this 
law  in  a  manner  which  minimizes  waste, 
fraud,  and  mismanagement; 

"(3)  the  administration  of  this  Act  shall, 
to  the  maximum  extent  feasible,  minimize 
unnecessary  administrative  and  program 
costs  borne  by  States  and  State  agencies 
through  the  promulgation  of  economical 
regulatory  requirements  and  the  delegation 
of  substantial  administrative  discretion  to 
State  and  local  governments: 

"(4)  uniform  procedures  for  the  adminis- 
tration of  relocation  assistance  shall,  to  the 
maximum  extent  feasible,  assure  that  the 


unique  circumstances  of  any  displaced 
person  are  taken  into  account  and  that  per- 
sons in  essentially  similar  circumstances  are 
accorded  equal  treatment  under  this  Act; 
and 

"(5)  the  improvement  of  housing  condi- 
tions of  economically  disadvantaged  persons 
under  this  title  shall  be  undertaken,  to  the 
maximum  extent  feasible,  in  coordination 
with  existing  Federal,  State,  and  local  gov- 
ernmental programs  for  accomplishing  such 
goals.". 

MOVING  AND  RELATED  EXPENSES 

Sec  202.  (a)  Section  202(a)  of  the  Uniform 
Relocation  Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  (42  U.S.C. 
4622(a))  is  amended— 

(1)  by  striking  out  the  matter  preceding 
paragraph  (1)  and  inserting  in  lieu  thereof 
the  following: 

"(a)  Whenever  a  program  or  project  to  be 
undertaken  by  a  displacing  agency  will 
result  in  the  displacement  of  any  person, 
the  head  of  the  displacing  agency  shall  pro- 
vide for  the  payment  to  the  displaced 
person  of—"; 

(2)  by  striking  out  "and"  at  the  end  of 
paragraph  (2); 

(3)  by  striking  out  the  period  at  the  end  of 
paragraph  (3)  and  inserting  in  lieu  thereof 
";  and":  and 

(4)  by  adding  at  the  end  thereof  the  fol- 
lowing: 

"(4)  actual  reasonable  expenses  necessary 
to  reestablish  a  displaced  nonprofit  organi- 
zation or  small  business  at  its  new  site,  but 
not  to  exceed  $10,000.". 

(b)  Section  202(b)  of  the  Uniform  Act  (42 
U.S.C.  4622(b))  is  amended  by  striking  out 
all  that  follows  "may  receive"  and  inserting 
in  lieu  thereof  "an  expense  and  dislocation 
allowance,  which  shall  be  determined  ac- 
cording to  a  schedule  established  by  the 
head  of  the  lead  agency. ". 

(c)  Section  202(c)  of  such  Act  (42  U.S.C. 
4622(c))  is  amended  to  read  as  follows: 

"(c)  Any  displaced  person  eligible  for  pay- 
ments under  subsection  (a)  of  this  section 
who  is  displaced  from  the  person's  place  of 
business  or  farm  operation  and  who  is  eligi- 
ble under  criteria  established  by  the  head  of 
the  lead  agency  may  elect  to  accept  the  pay- 
ment authorized  by  this  subsection  in  lieu 
of  the  payment  authorized  by  subsection  (a) 
of  this  section.  Such  payment  shall  consist 
of  a  fixed  payment  in  an  amount  to  be  de- 
termined according  to  criteria  established 
by  the  head  of  the  lead  agency,  except  that 
such  payment  shall  not  be  less  than  $1,000 
nor  more  than  $20,000.  A  person  whose  sole 
business  is  renting  displacement  property  to 
others  shall  not  qualify  for  this  payment.". 

(d)  Section  202  of  the  Uniform  Act  (42 
U.S.C.  4622)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsections: 

""(d)(1)  For  the  purposes  of  this  section 
and  section  101(6)— 

"(A)  The  term  "cost  of  relocation'  shall  in- 
clude the  entire  amount  paid  by  the  utility 
company  properly  attributable  to  a  reloca- 
tion after  deducting  any  betterment  in  the 
relocated  utility  and  any  salvage  from  the 
old  utility. 

"(B)  The  term  'utility'  means  any  electric, 
gas,  water,  steam  power  or  materials  trans- 
mission or  distribution  system,  any  trans- 
portation system,  or  any  communications 
system  (including  cable  television),  and  any 
fixtures,  equipment,  or  other  property  ap- 
propriate to  the  operation,  maintenance,  or 
repair  of  the  foregoing.  A  utility  may  be 
publicly,  privately,  or  cooperatively  owned. 
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"(2)  Except  when  provided  otherwise  by 
Federal  law.  whenever  a  federally  assisted 
program  or  project  undertaken  by  a  displac- 
ing agency  other  than  a  Federal  agency  will 
result  in  the  displacement  of  a  utility  from 
property  under  the  ownership  or  control  of 
a  State  or  local  agency,  the  head  of  the  dis- 
placing agency  shall  provide  a  payment  to 
the  utility  company  pursuant  to  State  or 
local  law  or  a  written  contract,  if  any.  be- 
tween the  utility  company  and  the  State  or 
local  agency,  but  in  no  event  shall  such  pay-- 
ment  exceed  the  actual  reasonable  cost  of 
relocation  of  such  utility. 

"(3)  Nothing  in  this  subsection  shall  su- 
percede a  State  or  local  law  or  a  written 
contract  between  a  utility  company  and  a 
State  or  local  government,  or  require  a  pay- 
ment to  be  made  where  none  is  required 
under  State  or  local  law  or  a  written  con- 
tract. 

"(4)  Nothing  in  this  subsection  shall  de- 
prive a  utility  company  61  its  rights  under 
State  or  local  law. 

"(5)  Nothing  in  this  subsection  shall  re- 
quire a  Federal  agency  to  increase  its  pay- 
ment if  the  increased  payment  is  attributa- 
ble to  a  contract  or  contract  amendment 
that  is  made  in  anticipation  of  the  Federal 
payment. 

"(6)  Nothing  in  this  subsection  shall  re- 
quire a  Federal  payment  in  excess  of  the 
payment  that  a  State  or  local  agency  would 
pay  if  no  Federal  funds  were  involved. 

"(7)  Nothing  in  this  subsection  confers  ju- 
risdiction on  a  court  of  the  United  States  (as 
defined  in  section  451  of  title  28.  United 
States  Code)  to  review  any  action  of  a  dis- 
placing agency  in  carrying  out  this  subsec- 
tion or  to  review  the  right  of  a  utility  com- 
pany to  be  compensated  under  State  or  local 
law. 

"(e)  Whenever  a  program  or  project  di- 
rectly undertaken  by  a  Federal  agency  will 
result  in  the  displacement  of  a  utility  as  the 
result  of  Federal  acquisition  of  real  proper- 
ty under  the  ownership  or  control  of  a  State 
or  local  agency,  the  head  of  the  Federal 
agency  shall  either  relocate  the  utility  with 
the  utility  company's  consent,  or  provide  a 
payment  to  the  utility  equal  to  the  actual 
reasonable  cost  of  relocation  of  such  utility. 
Such  relocation  or  such  payment  shall  not 
be  required  when  it  is  provided  otherwise  by 
a  Federal  law.  or  a  Federal  regulation  pro- 
mulgated prior  to  March  17.  1983.  or  a  con- 
tract or  agreement  with  a  Federal  agency.". 

REPLACEMENT  HOUSING  FOR  HOMEOWNER 

Sec.  203.  Section  203(a)  of  the  Uniform 
Relocation  Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  (42  U.S.C. 
4623(a))  is  amended— 

(1)  by  striking  out  "Federal"  in  paragraph 
(1)  and  inserting  in  lieu  thereof  "displac- 
ing"; 

(2)  by  striking  "$15,000"  and  inserting  in 
lieu  thereof.  "$22,500 ': 

(3)  by  striking  out  "acquired  by"  and  all 
that  follows  through  "market"  in  paragraph 
(IXA)  and  inserting  in  lieu  thereof  "ac- 
quired by  the  displacing  agency,  equals  the 
reasonable  cost  of  a  suitable  replacement 
dwelling"; 

(4)  by  striking  out  paragraph  (1)(B)  and 
inserting  in  lieu  thereof  the  following: 

"(B)  The  amount,  if  any.  which  will  com- 
pensate such  person  for  any  increased  inter- 
est costs  and  other  debt  service  costs  which 
such  person  is  required  to  pay  for  financing 
the  acquisition  of  any  such  suitable  replace- 
ment dwelling.  Such  amount  shall  be  paid 
only  if  the  dwelling  acquired  by  the  displac- 
ing agency  was  encumbered  by  a  bona  fide 
mortgage  which  was  a  valid  lien  on  such 


dwelling  for  not  less  than  one  hundred  and 
eighty  days  immediately  prior  to  the  initi- 
ation of  negotiations  for  the  acquisition  of 
such  dwelling.";  and 

(5)  by  striking  out  paragraph  (2)  and  in- 
serting in  lieu  thereof  the  following: 

"(2)  The  additional  payment  authorized 
by  this  section  shall  be  made  only  to  a  dis- 
placed person  who  purchases  and  occupies  a 
decent,  safe,  and  sanitary  replacement 
dwelling  within  one  year  after  the  date  on 
which  such  person  receives  final  payment 
from  the  displacing  agency  for  the  acquired 
dwelling  or  the  date  on  which  the  displacing 
agency's  obligation  under  section  205(c)(3) 
of  this  Act  is  met.  whichever  is  later,  except 
that  the  displacing  agency  may  extend  such 
period  for  good  cause.  If  such  period  is  ex- 
tended, the  payment  under  this  section 
shall  be  based  on  the  costs  of  relocating  the 
person  to  a  suitable  replacement  dwelling 
within  one  year  of  such  date.". 

replacement  housing  for  tenants  and 
certain  others 

Sec.  204.  Section  204  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4624)  is 
amended  to  read  as  follows: 

"REPLACEMENT  HOUSING  FOR  TENANTS  AND 
CERTAIN  OTHERS 

"Sec.  204.  (a)  In  addition  to  amounts  oth- 
erwise authorized  by  this  title,  the  head  of  a 
displacing  agency  shall  make  a  payment  to 
or  for  any  displaced  person  displaced  from 
any  dwelling  unit  not  eligible  to  receive  a 
payment  under  section  203  which  was  actu- 
ally and  lawfully  occupied  by  such  displaced 
person  for  not  less  than  ninety  days  imme- 
diately prior  to  the  initiation  of  negotia- 
tions for  acquisition  of  such  dwelling,  or, 
where  displacement  is  not  caused  by  acquisi- 
tion, any  other  event  which  the  head  of  the 
lead  agency  may  prescribe.  Such  payment 
shall  consist  of  the  amount  necessary  to 
enable  such  person  to  lease  or  rent  for  a 
period  not  to  exceed  three  years,  a  suitable 
replacement  dwelling.  For  a  person  whose 
income  exceeds  50  per  centum  of  the 
median  income  of  the  area,  as  determined 
by  the  Secretary  of  Housing  and  Urban  De- 
velopment, the  amount  referred  to  shall 
equal  the  le^er  of  (i)  $4,500  or  (ii)  36  times 
the  amount  obtained  by  subtracting  the 
monthly  housing  costs  for  the  displacement 
dwelling  from  the  monthly  housing  costs 
for  a  suitable  replacement  dwelling.  At  the 
discretion  of  the  head  of  the  displacing 
agency,  a  payment  under  this  subsection 
may  be  made  in  periodic  installments. 

•■(b)  Any  displaced  person  eligible  for  pay- 
ments under  subsection  (a)  of  this  section 
may  elect  to  receive  in  lieu  thereof  either 
Federal  low  income  housing  assistance  or 
similar  State  or  local  governmental  assist- 
ance if  such  assistance  is  available  at  the 
time  of  displacement  and  such  person  is 
otherwise  eligible  for  such  assistance.  The 
failure  of  any  such  person  to  make  such  an 
election  shall  be  considered  when  evaluating 
the  eligibility  of  such  person  for  any  Feder- 
al or  federally  assisted  low  income  housing 
assistance  program  during  the  three  years 
following  the  date  on  which  such  person  re- 
ceived the  payment  authorized  under  sub- 
section (a)  of  this  section. 

"(c)  Any  person  eligible  for  a  payment 
under  subsection  (a)  of  this  section  may 
elect  to  apply  such  payment  to  a  downpay- 
ment  on,  and  other  incidental  expenses  pur- 
suant to,  the  purchase  of  a  decent,  safe,  and 
sanitary  replacement  dwelling.  A  displaced 
homeowner  who  has  occupied  the  displace- 
ment dwelling  for  at  least  ninety  days  but 


not  more  than  one  hundred  and  eighty  days 
immediately  prior  to  the  initiation  of  nego- 
tiations for  the  acquisition  of  such  dwelling 
may,  at  the  discretion  of  the  head  of  the 
displacing  agency,  be  eligible  for  the  maxi- 
mum payment  allowed  under  this  subsec- 
tion: Provided,  That  such  payment  shall  not 
exceed  the  payment  such  person  would  oth- 
erwise have  received  under  section  203(a)  of 
this  Act  had  the  person  occupied  the  dis- 
placement dwelling  for  one  hundred  and 
eighty  days  immediately  prior  to  the  initi- 
ation of  such  negotiations.". 

RELOCATION  ASSISTANCE  COORDINATION  AND 
ADVISORY  SERVICES 

Sec  205.  Section  205  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4625) 
and  its  catchline  are  amended  to  read  as  fol- 
lows: 

"RELOCATION  ASSISTANCE  COORDINATION  AND 
ADVISORY  SERVICES 

"Sec.  205.  (a)  The  head  of  any  displacing 
agency  shall  assure  that  the  relocation  as- 
sistance advisory  services  described  in  sub- 
section (c)  of  this  section  are  made  available 
to  all  persons  displaced  by  such  agency.  If 
such  agency  head  determines  that  any 
person  occupying  property  immediately  ad- 
jacent to  the  property  where  the  displacing 
activity  occurs  is  caused  substantial  econom- 
ic injury  as  a  result  thereof,  the  agency 
head  may  make  available  to  such  person 
such  advisory  services. 

■(b)  The  Secretary  of  Housing  and  Urban 
Development  shall  assign  a  high  priority  for 
assistance  under  the  programs  referred  to  in 
sections  204(b)  and  206(b)  of  this  Act  to  per- 
sons eligible  under  such  sections.  To  the 
extent  practicable,  the  Secretary  shall  re- 
quire that  federally  assisted  State  and  local 
governmental  low  income  housing  assist- 
ance programs  assign  priority  for  assistance 
to  such  persons.  To  the  extent  practicable, 
the  Administrator  of  the  Small  Business  Ad- 
ministration and  the  heads  of  other  Federal 
agencies  administering  programs  which  may 
be  of  assistance  to  displaced  persons  shall 
make  available  technical  assistance  under 
subsection  (c)(5)  of  this  section  and  expedite 
the  applications  for  such  assistance  by  such 
persons. 

"(c)  Each  relocation  assistance  advisory 
program  required  by  subsection  (a)  of  this 
section  shall  include  such  measures,  facili- 
ties, or  services  as  may  be  necessary  or  ap- 
propriate in  order  to— 

■■(1)  determine,  and  make  timely  recom- 
mendations on.  the  needs  and  preferences, 
if  any.  of  displaced  persons  for  relocation 
assistance; 

••(2)  provide  current  and  continuing  infor- 
mation about  sales  prices  and  rental  charges 
on  suitable  replacement  dwellings  for  dis- 
placed homeowners  and  tenants  and  suita- 
ble locations  for  businesses  and  farm  oper- 
ations; 

■■(3)  assure  that  a  person  shall  not  be  re- 
quired to  move  from  a  dwelling  unless  the 
person  has  had  a  reasonable  opportunity  to 
relocate  to  a  suitable  replacement  dwelling; 

■■(4)  assist  a  person  displaced  from  a  busi- 
ness or  farm  operation  in  obtaining  and  be- 
coming established  in  a  suitable  replace- 
ment location; 

■•(5)  supply  information  concerning  other 
Federal  programs  which  may  be  of  assist- 
ance to  displaced  persons,  and  technical  as- 
sistance to  such  persons  in  applying  for  as- 
sistance under  such  programs: 

■■(6)  provide  other  advisory  services  to  dis- 
placed persons  in  order  to  minimize  hard- 
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ships  to  such  persons  in  adjusting  to  reloca- 
tion: and 

"(7)  assure  that  a  one  hundred  and  eighty 
day  homeowner-occupant  is  given  a  reasona- 
ble opportunity  to  remain  in  such  occupan- 
cy status. 

"(d)  The  head  of  a  displacing  agency  shall 
coordinate  the  relocation  activities  per- 
formed by  such  agency  with  other  Federal, 
State,  or  local  governmental  actions  in  the 
community  which  could  affect  the  efficient 
and  effective  delivery  of  relocation  assist- 
ance and  related  services. 

"(e)  Whenever  two  or  more  Federal  agen- 
cies provide  financial  assistance  to  a  displac- 
ing agency  other  than  a  Federal  agency,  to 
implement  functionally  or  geographically 
related  activities  which  will  result  in  the  dis- 
placement of  a  person,  the  heads  of  such 
Federal  apencies  may  by  agreement  desig- 
nate one  such  agency  as  the  cognizant  Fed- 
eral agency  whose  procedures  shall  be  uti- 
lized to  implement  the  activities.  If  such 
agreement  cannot  be  reached,  then  the 
head  of  the  lead  agency  shall  designate  one 
such  agency  as  the  cognizant  agency.  Such 
related  activities  constitute  a  single  program 
or  project  for  purposes  of  this  Act.". 

HOUSING  REPLACEMENT  BY  FEDERAL  AGENCY  AS 
LAST  RESORT 

Sec.  206.  Section  206  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4626)  is 
amended  to  read  as  follows: 

"HOUSING  REPLACEMENT  BY  FEDERAL  AGENCY  AS 
LAST  RESORT 

"Sec  206.  (a)  If  a  program  or  project  un- 
dertaken by  a  Federal  agency  or  with  Feder- 
al financial  assistance  cannot  proceed  on  a 
timely  basis  t)ecause  suitable  replacement 
dwellings  are  not  available,  and  ttie  need  of 
the  displacing  agency  determines  that  such 
dwellings  cannot  otherwise  be  made  avail- 
able, the  head  of  the  displacing  agency  may 
take  such  action  as  is  necessary  or  appropri- 
ate to  provide  such  dwellings  by  use  of 
funds  authorized  for  such  project.  The  head 
of  the  lead  agency  shall  require  that  this 
section  may  be  used  to  exceed  the  payment 
ceilings  established  in  sections  203  and  204 
only  on  a  case-by-case  basis,  for  good  cause. 

"(b)  Whenever  housing  replacement  as  a 
last  resort  will  result  in  the  provision  of 
housing  for  persons  who  are  otherwise  eligi- 
ble for  low  income  housing  assistance,  the 
requirement  that  the  displacing  agency  pro- 
vide suitable  replacement  housing  may  be 
met  through  such  assistance  as  the  provi- 
sion of  a  certificate  of  family  participation 
under  the  existing  section  8  housing  pro- 
gram pursuant  to  the  United  States  Hous- 
ing Act  of  1937.  as  amended  (42  U.S.C. 
1437f).". 

CERTIFICATION 

Sec  207.  (a)  Section  210  of  the  Uniform 
Relocation  Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  (42  U.S.C. 
4630)  and  its  catchline  are  amended  to  read 
as  follows: 

"AGENCY  CERTIFICATION  OF  STATE  PROGRAMS 

"Sec.  210.  (a)  Except  as  provided  in  para- 
graph (b)  of  this  section,  the  head  of  a  Fed- 
eral agency  shall  not  approve  any  grant  to 
or  contract  or  agreement  with  a  displacing 
agency,  under  which  Federal  financial  as- 
sistance will  be  available  to  pay  all  or  part 
of  the  cost  of  any  program  or  project  which 
will  result  in  the  displacement  of  any  person 
on  or  after  the  effective  date  of  this  title. 
unless  he  receives  satisfactory  assurances 
from  such  agency  that— 

"(1)  fair  and  reasonable  relocation  pay- 
ments and  assistance  shall  be  provided  to  or 


for  displaced  persons,  as  are  required  to  be 
provided  by  a  Federal  agency  under  sections 
202.  203.  and  204  of  this  title: 

"(2)  relocation  assistance  programs  offer- 
ing the  services  described  in  section  205  of 
this  title  shall  be  provided  to  such  displaced 
person; 

"(3)  within  a  reasonable  period  of  time 
prior  to  a  displacement,  suitable  replace- 
ment dwellings  will  be  available  to  displaced 
persons  in  accordance  with  section  205(c)(3) 
of  this  title. 

"(b)(1)  In  lieu  of  the  provisions  of  subsec- 
tion (a)  of  this  section,  the  head  of  a  Feder- 
al agency  may  discharge  his  responsibilities 
under  this  title  and  title  I  of  this  Act.  with 
the  exception  of  sections  208  and  211  of  this 
title,  by  accepting  a  certification  from  a 
State  agency  that  it  will  implement  State 
law  in  a  manner  which  will  accomplish  the 
policies  and  objectives  contained  in  this  title 
and  title  I:  Provided.  That  the  head  of  the 
lead  agency  has  determined  that  such  State 
law  will  accomplish  the  same  purpose  and 
effect  as  this  title  and  title  I.  particularly 
with  respect  to  the  definition  of  a  displaced 
person,  the  categories  of  assistance  re- 
quired, and  the  levels  of  assistance  provided 
to  such  persons  in  such  categories. 

"(2)  The  head  of  the  lead  agency  shall,  in 
coordination  with  other  Federal  agencies, 
monitor  from  time  to  time,  and  report  bien- 
nially to  the  Congress  on.  State  agency  im- 
plementation of  such  certification,  and  a 
State  agency  shall  make  available  any  infor- 
mation required  for  such  purpose.  The  head 
of  a  Federal  agency,  after  consultation  with 
the  head  of  the  lead  agency,  may  withdraw 
his  acceptance  of  the  certification  for  good 
cause:  Provided.  That  the  State  government 
is  given  due  notice  prior  to  taking  any  such 
action  and  is  given  a  reasonable  opportunity 
to  demonstrate  why  such  action  should  not 
be  taken. 

"(c)  Prior  to  making  a  determination  re- 
garding State  law  under  subsection  (b)  of 
this  section,  the  head  of  the  lead  agency 
shall  provide  interested  parties  with  an  op- 
portunity for  public  review  and  comment.  In 
particular,  the  head  of  the  lead  agency  shall 
consult  with  interested  local  general  pur- 
pose governments  within  such  States  on  the 
impacts  of  such  State  laws  on  the  ability  of 
local  governments  to  carry  out  their  respon- 
sibilities under  the  Act. 

•(d)  The  head  of  a  Federal  agency  may 
withhold  his  approval  of  any  grant,  con- 
tract, or  cooperative  agreement  with  any 
displacing  agency  found  to  have  intentional- 
ly circumvented  a  State  law  adopted  under 
subsection  (b)  of  this  section.". 

FEDERAL  SHARE  OF  COSTS 

Sec  208.  (a)  Section  2U(a)  of  the  Uniform 
Relocation  Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  (42  U.S.C. 
4631(a))  is  amended  to  read  as  follows: 

"(a)  The  cost  to  a  displacing  agency  of 
providing  payments  and  assistance  pursuant 
to  titles  II  and  III  shall  be  included  as  part 
of  the  cost  of  a  program  or  project  under- 
taken by  a  Federal  agency  or  with  Federal 
financial  assistance.  A  displacing  agency, 
other  than  a  Federal  agency,  shall  be  eligi- 
ble for  Federal  financial  assistance  with  re- 
spect to  such  payments  and  assistance  in 
the  same  manner  and  to  tiie  same  extent  as 
other  program  costs.". 

(b)  Section  210(b)  of  the  Uniform  Act  (42 
U.S.C.  4631(b))  is  amended  by  striking  out 
and  all  that  follows  "required  by"  and  in- 
serting in  lieu  thereof  "State  law  which  is 
determined  by  the  head  of  the  lead  agency 
to  have  substantially  the  same  purpose  and 
effect  of  such  payment  under  this  section.". 


REGULATION 

Sec  209.  Section  213  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4633) 
and  its  catchline  are  amended  to  read  as  fol- 
lows: 

"REGULATION 

"Sec  213.  (a)  The  President  shall  desig- 
nate a  lead  agency. 

•(b)  The  head  of  the  lead  agency  shall— 

"(1)  develop,  publish,  and  promulgate, 
with  the  active  participation  of  other  Feder- 
al agencies  responsible  for  funding  reloca- 
tion and  acquisition  actions,  and  in  full  co- 
ordination with  State  and  local  govern- 
ments, such  rules  as  may  be  necessary  to 
carry  out  this  Act: 

■•(2)  assure  that  relocation  assistance  ac- 
tivities under  this  Act  are  coordinated  with 
low-income  housing  assistance  programs  or 
projects  by  a  Federal  agency,  or  a  State  or 
State  agency  with  Federal  financial  assist- 
ance: 

••(3)  monitor,  in  coordination  with  other 
Federal  agencies,  the  implementation  and 
enforcement  of  this  Act  and  report  to  the 
Congress,  as  appropriate,  on  any  major 
issues  or  problems  with  respect  to  any 
policy  or  other  provision  of  this  Act:  and 

■•(4)  perform  other  duties  as  may  be  pro- 
vided by  law  as  relate  to  the  purposes  of 
this  Act. 

••(c)  The  rules  promulgated  pursuant  to 
subsection  (b)  shall  apply  to  the  Tennessee 
Valley  Authority  only  with  respect  to  relo- 
cation assistance  under  this  title  and  title 
I.'. 

TRANSFER  OF  SURPLUS  PROPERTY 

Sec  210.  Section  218  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1D70  (42  U.S.C.  4638)  is 
amended  by  inserting  "net"  after  ••all". 

REPEALS 

Sec  211.  Sections  214,  215,  217.  and  219  of 
the  Uniform  Relocation  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970  (42 
U.S.C.  4634.  4635.  4637.  and  4639)  are 
hereby  repealed. 

TITLE  III-UNIFORM  REAL  PROPERTY 
ACQUISITION  POLICY 

UNIFORM  POLICY  ON  REAL  PROPERTY 
ACQUISITION  PRACTICES 

Sec  301.  (a)  Section  301(2)  of  the  Uniform 
Relocation  Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  (42  U.S.C. 
4651(2))  is  amended  by  inserting  the  follow- 
ing before  the  period  at  the  end  thereof:  '•. 
except  that  the  head  of  the  lead  agency 
may  prescribe  a  procedure  which  forgoes 
the  appraisal". 

(b)  Section  301(9)  of  the  Uniform  Act  (42 
U.S.C.  4651  (9))  is  amended  to  read  as  fol- 
lows: 

"(9)  If  the  acquisition  of  only  a  portion  of 
a  property  would  leave  the  owner  with  an 
uneconomic  remnant,  the  head  of  the  ac- 
quiring agency  shall  offer  to  acquire  that 
remnant.  For  the  purposes  of  this  Act.  an 
uneconomic  remnant  is  a  parcel  of  real 
property  in  which  the  owner  is  left  with  an 
interest  after  the  partial  acquisition  of  the 
owner's  property  and  which  the  head  of  the 
acquiring  agency  has  determined  has  little 
or  no  value  or  utility  to  the  owner.". 

(c)  Section  301  of  the  Uniform  Act  (42 
U.S.C.  4651)  is  amended  by  adding  at  the 
end  thereof  the  following  subsection: 

••(10)  A  person  whose  real  property  is 
being  acquired  in  connection  with  a  project 
under  this  title  may.  after  the  person  has 
been  fully  informed  of  his  right  to  receive 
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just  compensation  of  such  property,  donate 
such  property,  any  part  thereof,  any  inter- 
est therein,  or  any  compensation  paid  there- 
for to  an  acquiring  agency,  as  said  person 
shall  determine.". 

CERTIFICATION 

Sec.  302.  Section  305  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4655) 
and  its  catchline  are  amended  to  read  as  fol- 
lows: 

"AGENCY  CERTIFICATION  OF  STATE  PROGRAMS 

"Sec  305.  (a)  Except  as  provided  in  para- 
graph (b)  of  this  section,  the  head  of  a  Fed- 
eral agency  shall  not  approve  any  program 
or  project  or  any  grant  to,  or  contract  or 
agreement  with,  an  acquiring  agency  under 
which  Federal  financial  assistance  will  be 
available  to  pay  all  or  part  of  the  cost  of 
any  program  or  project  which  will  result  in 
the  acquisition  of  real  property  on  or  after 
the  effective  date  of  this  title,  unless  he  re- 
ceives satisfactory  assurances  that— 

"(1)  in  acquiring  real  property  it  will  "be 
guided,  to  the  greatest  extent  practicable 
under  State  law,  by  the  land  acquisition 
policies  under  section  301  of  this  title  and 
the  provisions  of  section  302  of  this  title: 
and 

"(2)  property  owners  will  be  paid  or  reim- 
bursed for  necessary  expenses  as  specified 
in  sections  303  and  304  of  this  title. 

"(b)(1)  In  lieu  of  the  provistons  of  subsec- 
tion (a)  of  this  section,  the  head  of  a  Feder- 
al agency  may  discharge  his  responsibilities 
under  this  title  by  accepting  a  certification 
from  a  State  agency  that  it  will  implement 
State  law  in  a  manner  which  will  accom- 
plish the  policies  and  objectives  contained 
in  this  title:  Provided.  That  the  head  of  the 
lead  agency  has  determined  that  such  State 
law  will  accomplish  the  same  purpose  and 
effect  as  this  title. 

"(2)  The  head  of  the  lead  agency  in  co- 
ordination with  other  Federal  agencies  shall 
from  time  to  time  monitor  State  agency  im- 
plementation of  such  certification  and  the 
State  agency  shall  make  available  any  infor- 
mation required  for  such  purpose.  The  head 
of  the  lead  agency  shall  by  regulation  devel- 
op criteria  for  withdrawal  of  acceptance  of  a 
certification. 

"(c)  Prior  to  making  a  determination  re- 
garding State  law  under  subsection  (b)  of 
this  section,  the  head  of  the  lead  agency 
shall  consult  with  interested  local  general 
purpose  governments  within  such  States  on 
the  impacts  of  such  State  laws  on  the  abili- 
ty of  local  governments  to  carry  out  their 
responsibilities  under  this  Act.". 

TITLE  IV— EFFECTIVE  DATE 
Sec  401.  (a)  Section  209  of  the  Uniform 
Act  takes  effect  on  the  date  of  its  enact- 
ment. 

(b)  The  remainder  of  this  Act  takes  effect 
either  twenty-four  months  from  the  date  of 
its  enactment  or  when  a  State  agency  makes 
such  provisions  applicable  under  State  laws, 
whichever  is  earlier. 


ROTH  AMENDMENT  NO.  2879 

Mr.  STAFFORD  (for  Mr.  Roth)  pro- 
posed an  amendment  to  the  bill  S. 
2405,  supra;  as  follows: 

On  page  86.  between  lines  19  and  20, 
insert  the  following: 

REVIEW  OF  reports  ON  tINITED  STATES  RO0TE 
13  RELIEF  ROUTE 

Sec  .  The  Congress  requests  the  Board 
of  Engineers  for  Rivers  and  Harbors  of  the 


United  States  Army  Corps  of  Engineers  to 
review— 

(1)  the  report  of  the  State  of  Delaware 
and  the  Federal  Highway  Administration 
for  the  United  States  Route  13  Relief 
Route:  Project  No.  F-1001(16),  Contract 
#83-110-01, 

(2)  the  report  of  the  Chief  of  Engineers  on 
the  Inland  Waterway  from  the  Delaware 
River  to  Chesapeake  Bay,  Delaware  and 
Maryland,  printed  as  House  Document 
Number  63-196,  and 

(3)  other  subsequent  pertinent  reports,  for 
the  purpose  of  determining  how  to  best 
modify  the  existing  canal  project  to  provide 
a  new  structure  for  the  selected  alignment 
of  the  United  States  Route  13  Relief  Route. 


SYMMS  AMENDMENT  NO,  2880 

Mr.  SYMMS  proposed  an  amend- 
ment to  the  bill  S.  2405,  supra:  as  fol- 
lows: 

S.  2405,  as  reported  August  5.  1986.  is 
amended  by  adding  at  the  end  thereof  the 
following  section: 

STATE  MATCHING  SHARE 

Sec  .  Notwithstanding  title  23,  United 
States  Code,  the  State  matching  share  for 
the  Calder  Bridge  project  across  the  St.  Joe 
River,  19  miles  east  of  St.  Maries,  Idaho,  in- 
cluding approaches,  under  title  23,  United 
States  Code,  may  be  credited  by  the  fair 
market  value  of  land  incorporated  into  the 
project,  where  such  land  is  in  addition  to  ex- 
isting public  right-of-way  and  such  land  is 
lawfully  donated  to  the  State  or  local  gov- 
ernment after  the  effective  date  of  this  sec- 
tion, and  may  be  credited  by  the  fair  market 
value  of  construction  on  the  project  per- 
formed by  or  donated  to  the  State  or  local 
government  after  the  effective  date  of  this 
section. 


BUMPERS  AMENDMENT  NO.  2881 

Mr.  BUMPERS  proposed  an  amend- 
ment to  the  bill  S.  2405,  supra;  as  fol- 
lows: 

On  page  42,  following  line  25,  add  the  fol- 
lowing: 

Sec  .  (a)  Section  144.  title  23.  United 
States  Code,  is  further  amended  by  adding  a 
new  subsection  as  follows: 

"(o)(l)  Notwithstanding  any  other  provi- 
sion of  this  section  or  of  any  other  provision 
of  law.  any  State  may  utilize  any  of  the 
funds  provided  under  this  section  to  con- 
struct any  bridge  which— 

"(A)  replaces  any  low-water  crossing  (re- 
gardless of  the  length  of  such  low-water 
crossing). 

"(B)  replaces  any  bridge  that  was  de- 
stroyed prior  to  1960.  or 

"(C)  replaces  any  ferry  which  was  In  exist- 
ence on  January  1.  1984. 

"(2)  The  Federal  share  payable  on  any 
bridge  construction  carried  out  under  para- 
graph (1)  shall  be  80  percent  of  the  cost  of 
such  construction.". 

(b)  The  amendment  made  by  subsection 
(a)  shall  apply  to  funds  apportioned  to  the 
States  for  fiscal  year  1987  or  for  any  subse- 
quent fiscal  year. 


SYMMS  (AND  OTHERS) 
AMENDMENT  NO.  2882 

Mr.  SYMMS  (for  himself,  Mr.  Staf- 
ford, Mr.  Bentsen,  and  Mr.  Burdick) 
proposed  an  amendment  to  the  bill  S. 
2405,  supra;  as  follows: 


S.  2405  is  amended  by  adding  at  the  end 
thereof  the  following  section: 

ADVANCE  CONSTRUCTION 

Sec  .  (a)  Section  115  of  title  23,  United 
States  Code,  is  amended  by  striking  the  title 
and  inserting  in  lieu  thereof  "Advance  con- 
struction". 

(b)  Paragraph  (a)  of  section  115  of  title  23, 
United  States  Code,  is  amended  to  read  as 
follows: 

"(a)  When  a  State  has  obligated  all  the 
highway  substitute,  urban,  secondary  or 
bridge  funds,  as  the  case  may  be,  appor- 
tioned or  allociated  to  it  or  has  used  or  dem- 
onstrates that  it  will  use  the  obligation  au- 
thority allocated  to  it.  and  proceeds  to  con- 
struct a  highway  substitute,  urban,  second- 
ary or  bridge  project  without  the  aid  of  Fed- 
eral funds  in  accordance  with  all  procedures 
and  all  requirements  applicable  to  a  project, 
except  insofar  as  procedures  and  require- 
ments limit  a  State  to  the  construction  of  a 
project  with  the  aid  of  funds  previously  ap- 
portioned or  allocated  to  it  or  limit  a  State 
to  the  construction  of  a  project  with  obliga- 
tion authority  previously  allocated  to  it.  the 
Secretary,  upon  approval  of  an  application, 
is  authorized  to  pay  to  the  State  the  Feder- 
al share  of  the  cost  of  construction  of  the 
project  when  additional  funds  are  appor- 
tioned or  allocated  to  the  State,  or  when  ad- 
ditional obligation  authority  is  allocated  to 
the  State  if — 

(A)  prior  to  the  construction  of  the 
project  the  Secretary  approved  the  plans 
and  specifications  therefor  in  the  same 
manner  as  other  projects,  and 

(B)  the  project  conforms  to  the  applicable 
standards  under  section  109  of  this  title." 

(c)  Paragraph  (b)(1)  of  section  115  of  title 
23.  United  States  Code,  is  amended  to  read 
as  follows: 

"(b)(1)  When  a  State  proceeds  to  con- 
struct any  project  on  the  Federal-aid  pri- 
mary system  including  the  Interstate 
System  without  the  aid  of  Federal  funds  in 
accordance  with  all  procedures  and  all  re- 
quirements applicable  to  projects  on  the 
Interstate  System  or  the  primary  system,  as 
the  case  may  be,  except  insofar  as  the  pro- 
cedures and  requirements  limit  a  State  to 
the  construction  of  projects  with  the  aid  of 
Federal  funds  previously  apportioned  to  it, 
the  Secretary,  upon  approval  of  the  applica- 
tion, is  authorized  to  pay  to  the  State  the 
Federal  share  of  the  cost  of  construction  of 
the  project  when  additional  funds  are  ap- 
portioned to  the  State  if— 

(A)  prior  to  the  construction  of  the 
project  the  Secretary  approved  the  plans 
and  specifications  therefor  in  the  same 
manner  as  other  projects,  and 

(B)  the  project  conforms  to  the  applicable 
standards  under  section  109  of  this  title.". 

(d)  Paragraph  (bK3)  of  section  115  of  title 
23,  United  States  Code,  is  amended  by  in- 
serting "on  the  Interstate  System"  after 
"project"  the  first  place  that  "project"  ap- 
pears. 

(e)  Section  115  of  title  23,  United  States 
Code,  is  further  amended  by  adding  new 
subsection  (d)  as  follows: 

"(d)  the  Secretary  may  not  approve  an  ap- 
plication under  this  section  if  the  amount  of 
approved  applications  in  the  category  of 
funds  involved  exceeds  the  total  of  that  cat- 
egory of  unobligated  funds  apportioned  or 
allocated  to  a  State,  plus  such  State's  ex- 
pected apportionment  of  that  category  of 
funds  from  existing  authorizations  plus  an 
amount  equal  to  such  States  expected  ap- 
portionment of  that  category  of  funds  for 
one  additional  fiscal  year. 
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S.  2405,  as  reported  on  August  5,  1986.  is 
further  amended  by  (1)  inserting  "US.  Con- 
struction by  States  in  advance  of  apportion- 
ment." in  paragraph  144(a)(1)(A)  on  line  5, 
page  88,  by  (2)  inserting  "115.  Advance  Con- 
struction." in  paragraph  144(a)(1)(B)  on  line 
7,  page  88.  by  (3)  striking  paragraph 
144(a)<6).  lines  15.  16.  17,  and  18  of  page  88, 
and  by  (4)  renumbering  paragraphs  of  sub- 
section 144(a)  as  appropriate. 


CHILES  (AND  OTHERS) 
AMENDMENT  NO.  2883 

Mr.  CHILES  (for  himself.  Mr.  Thur- 
mond, Mr.  Ndnn,  Mr.  Dixon,  Mr. 
Bentsen,  Mr.  Simon,  Mr.  Humphrey. 
Mr.  Mathias,  Mrs.  Hawkins,  Mr.  Sar- 
BANES.  Mr.  Dole,  and  Mr.  Specter) 
proposed  an  amendment  to  the  bill  8. 
2405.  supra;  as  follows: 

TECHNICAL  assistance 

S.  2405,  as  reported  on  August  5,  1986.  is 
amended  as  follows: 

Strike  page  35,  line  1  through  page  37, 
line  4  and  insert  in  lieu  thereof: 

TOLL  ROADS,  BRIDGES,  TUNNEXS  AND  FERRIES 

Stt.  HI.  (a)(1)  Section  301  of  title  23, 
United  States  Code,  is  repealed. 

(2)  Section  105  of  the  Federal- Aid  High- 
way Act  of  1978  is  amended  by  striking  the 
last  two  sentences. 

(b)  Section  129  of  title  23.  United  States 
Code,  is  amended  to  read  as  follows: 

"Sec.  129.  Toll  Roads.  Bridges,  Tunnels 
AND  Perries.— 

"(a)  Except  as  provided  in  this  section  all 
highways  constructed,  reconstructed,  reha- 
bilitated, restored,  or  resurfaced  under  the 
provisions  of  this  title  shall  be  free  from 
tolls  of  all  kinds. 

"(b)  The  Secretary  may  permit  Federal 
participation,  on  the  same  basis  and  in  the 
same  manner  as  in  the  construction  of  free 
highways  under  this  chapter,  in  the  con- 
struction of  any  new  toll  highway,  bridge  or 
tunnel  other  than  a  highway  on  the  Inter- 
state System:  in  the  reconstruction  of  any 
existing  highway,  bridge  or  tunnel  to 
expand  its  capacity,  other  than  a  highway, 
bridge  or  tunnel  on  the  Interstate  System; 
or  in  the  construction,  reconstruction  or  ac- 
quisition of  any  toll  bridge  or  toll  tunnel: 
upon  compliance  with  the  conditions  con- 
tained in  this  section:  Provided,  That  the 
Federal  share  payable  for  the  construction 
or  reconstruction  of  a  toll  highway,  bridge 
or  tunnel  shall  not  exceed  35  per  centum. 
The  highway,  bridge,  tunnel,  or  approach 
thereto  must  be  publicly  owned  and  operat- 
ed. Federal  funds  may  participate  in  the  ap- 
proaches to  a  toll  bridge  or  toll  tunnel 
whether  the  bridge  or  tunnel  is  to  be  or  has 
been  constructed,  or  acquired,  by  the  State 
or  other  public  authority.  For  purposes  of 
this  section  the  term  "new  toll  highway. 
bridge  or  tunnel"  shall  mean  initial  con- 
struction of  a  highway  bridge  or  tunnel  on  a 
new  location  at  any  time  before  it  is  open  to 
traffic  and  shall  not  include  any  improve- 
ments to  a  toll  highway  after  it  is  open  to 
traffic.  The  State  Highway  Department 
must  agree,  for  toll  bridges,  tunnels  and 
highways,  that  toll  revenues  will  be  used 
only  on  the  facility  tolled,  and  only  for  con- 
struction or  reconstruction  costs,  or  for  the 
costs  necessary  for  the  proper  operation, 
maintenance  and  debt  service  of  the  facility 
including  resurfacing,  reconstruction,  reha- 
bilitation, and  restoration.  Except  for  recon- 
struction to  expand  capacity,  toll  facilities 
may  receive  Federal  participation  under  this 


subsection  once  only  for  the  original  con- 
struction, reconstruction,  or  acquisition. 
Toll  mileage  created  under  this  subsection 
shall  not  be  used  to  increase  a  State's  appor- 
tionment under  any  apportionment  formu- 
la. 

"(c)  Funds  authorized  for  use  on  any  of 
the  Federal-aid  systems  including  the  Inter- 
state System  shall  be  available  for  obliga- 
tion on  projects  approaching  any  toll  road, 
bridge,  or  tunnel  to  a  point  where  the  ap- 
proach enters  the  main  lanes  of  the  toll  fa- 
cility or  toll  plaza,  whichever  occurs  first. 
Construction,  reconstruction,  or  relocation 
of  toll  collection  equipment,  facilities,  plaza, 
or  related  facilities  shall  not  be  eligible  for 
Federal  funds.  The  Secretary  may  permit 
Federal  participation  in  any  engineering 
and  fiscal  assessments,  traffic  analyses,  and 
preliminary  design  analyses  necessary  to  de- 
termine whether  a  privately  owned  toll 
road,  toll  bridge,  or  toll  tunnel  shall  be  ac- 
quired by  a  State  or  political  subdivision 
thereof. 

"(d)(1)  The  Secretary  may  permit  Federal 
participation  under  this  title  in  the  con- 
struction of  a  ferryboat,  whether  toll  or 
free,  subject  to  the  following  conditions: 

"(A)  It  is  not  feasible  to  build  a  bridge, 
tunnel,  combination  bridge-tunnel,  or  other 
normal  highway  structure  in  lieu  of  use  of 
the  ferry. 

"(B)  The  operation  of  the  ferry  shall  be 
on  the  Federal-aid  primary  system  other 
than  the  Interstate  System  or  the  Federal- 
aid  secondary  system. 

"(C)  The  ferry  shall  be  publicly  owned 
and  operated. 

"(D)  The  operating  authority  and  the 
amount  of  fares  charged  for  passage  on  the 
ferry  shall  be  under  the  control  of  the 
State,  and  all  revenues  derived  therefrom 
shall  be  applied  to  actual  and  necessary 
costs  of  operation,  maintenance,  and  repair. 

"(E)  The  ferry  may  be  operated  only 
within  the  State  (including  the  islands 
which  comprise  the  State  of  Hawaii  and  the 
islands  which  comprise  the  Commonwealth 
of  Puerto  Rico)  or  between  adjoining  States. 
Except  with  respect  to  operations  between 
the  islands  which  comprise  the  State  of 
Hawaii,  operations  between  the  islands 
which  comprise  the  Commonwealth  of 
Puerto  Rico,  operations  l)etween  the  State 
of  Maine  and  its  off-shore  islands,  and  oper- 
ations between  any  two  points  in  Alaska  and 
between  Alaska  and  Washington,  including 
stops  at  appropriate  points  in  the  Dominion 
of  Canada,  no  part  of  the  ferry  operation 
shall  be  in  any  foreign  or  international 
waters. 

"(F)  The  ferry  shall  not  be  sold,  leased,  or 
otherwise  disposed  of  without  the  approval 
of  the  Secretary.  The  Federal  share  of  any 
proceeds  from  a  disposition  shall  be  credited 
to  the  unprogrammed  balance  of  Federal- 
aid  highway  funds  of  the  same  class  last  ap- 
portioned to  the  State.  Any  amount  credited 
shall  be  in  addition  to  other  funds  appor- 
tioned to  the  State  and  shall  be  available 
for  obligation  in  accordance  with  the  provi- 
sions of  this  title. 

"(2)  The  Secretary  may  permit  Federal 
participation  under  this  title  in  the  con- 
struction of  a  project  constituting  an  ap- 
proach to  a  ferry,  whether  toll  or  free,  on 
the  Federal-aid  primary  system  other  than 
the  Interstate  System  of  the  Federal-aid 
secondary  system.  The  ferry  may  be  either 
'  publicly  or  privately  owned  and  operated, 
but  the  operating  authority  and  the  amount 
of  fares  charged  for  passage  shall  be  under 
the  control  of  a  State  agency  or  official,  and 
all  revenues  derived  from  publicly  owned  or 


operated  ferries  shall  be  applied  to  payment 
of  the  cost  of  construction  or  acquisition,  in- 
cluding debt  service,  and  to  actual  and  nec- 
essary costs  of  operation,  maintenance, 
repair,  and  replacement. 

"(e)  Sums  apportioned  to  a  State  for  the 
Federal-aid  Interstate-primary  program  or 
for  Interstate  System  resurfacing  may  be 
obligated  for  projects  for  resurfacing,  re- 
storing, and  rehabilitating  lanes  on  a  toll 
road  which  has  been  designated  as  a  part  of 
the  Interstate  System  if  an  agreement  satis- 
factory to  the  Secretary  of  Transportation 
has  been  reached  with  the  State  highway 
department  and  any  public  authority  with 
jurisdiction  over  such  toll  road  prior  to  the 
approval  of  such  project  that  the  toll  road 
will  become  free  to  the  public  upon  the  col- 
lection of  tolls  sufficient  to  liquidate  the 
cost  of  the  toll  road  or  any  bonds  outstand- 
ing at  the  time  constituting  a  valid  lien 
against  it,  and  the  cost  of  maintenance  and 
operation  and  debt  service  during  the  period 
of  toll  collections.  The  agreement  referred 
to  in  the  preceding  sentence  shall  contain  a 
provision  requiring  that  if.  for  any  reason,  a 
toll  road  subject  to  an  agreement  does  not 
l>ecome  free  to  the  public  UE>on  collection  of 
sufficient  tolls,  as  specified  in  the  preceding 
sentence.  Federal  funds  used  for  projects  on 
such  toll  road  pursuant  to  this  subsection 
shall  be  repaid  to  the  Federal  Treasury  and 
a  provision  requiring  that  if  such  repayment 
does  not  equal  or  exceed  Federal  funds  ap- 
portioned to  a  State  by  reason  of  including 
toll  road  mileage  in  an  apportionment  for- 
mula, the  State's  apportionment  shall  be  re- 
duced by  the  amount  needed  to  make  the 
repayment  equal  such  apportionment. 

"(f)(1)  Each  operator  of  toll  roads,  toll 
tunnels,  toll  ferries,  and  toll  bridges,  other 
than  an  international  toll  facility  or  toll  fa- 
cility subject  to  an  agreement  under  this 
section  or  section  105  of  the  Surface  Trans- 
portation Assistance  Act  of  1978  on  a  Feder- 
al-aid system  in  a  State  shall  biennially  cer- 
tify to  the  governor  of  the  State  that  such 
facilities  are  adequately  maintained  and 
that  the  operator  of  such  toll  facility  has 
the  ability  to  fund  the  replacement  or 
repair  of  any  such  facilities  that  are  not 
adequately  maintained  without  using  Feder- 
al-aid highway  funds.  Failure  to  certify 
shall  preclude  Federal  funding  out  of  the 
Highway  Trust  Fund  of  any  facilities  owned 
or  operated  by  the  operator  of  such  toll  fa- 
cility. 

"(2)  The  Governor  shall  report  biermially 
to  the  Secretary  the  toll  facilities  subject  to 
paragraph  (1)  of  this  subsection,  that  have 
so  certified  and  those  which  have  not  certi- 
fied in  accordance  with  paragraph  (1)  of 
this  subsection.  If  funds  from  the  Highway 
Trust  Fund  are  used  to  repair  or  replace 
such  toll  facilities,  the  States'  apportion- 
ments for  the  following  fiscal  year  under 
section  104  of  this  title  shall  be  reduced  by 
the  amount  of  Highway  Trust  Fund  moneys 
expended:  Provided,  That  such  reduction 
shall  not  be  made  if  the  State  has  executed 
an  agreement  covering  such  toll  facilities 
under  this  section  or  section  105  of  the  Sur- 
face Transportation  Assistance  Act  of 
1978.". 

(c)  Upon  the  request  of  a  State  and  upon 
entering  into  an  agreement  that  toll  reve- 
nue will  be  used  only  on  the  facility  tolled, 
construction  and  reconstruction  costs,  or  for 
the  costs  necessary  for  the  proper  operation 
and  debt  service  of  the  facility,  including  re- 
surfacing, reconstruction,  rehabilitation, 
and  restoration,  pursuant  to  section  129(b) 
of  title  23.  United  States  Code,  as  amended 
by  this  section,  the  Secretary  of  Transporta- 
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tion  may  void  an  agreement  entered  into 
prior  to  the  enactment  of  this  section  under 
section  129(a),  (d)  or  (e)  of  title  23,  United 
States  Code.  The  Secretary  shall  issue  rules 
and  regulations  regarding  the  voiding  of 
such  agreements  which  shall  be  limited  to 
insuring  future  operation  and  maintenance 
of  the  tolled  facility. 

S.  2405  is  further  amended  by  striking 
"provided  for  in  section  129(e)  of  this  title 
and  section  105  of  the  Surface  Transporta- 
tion Assistance  Act  of  1978  on  page  22.  lines 
18  and  19  and  on  pages  22  and  23,  lines  25 
and  1. 


BYRD  AMENDMENT  NO.  2884 

Mr.  BYRD  proposed  an  amendment 
to  the  bill  S.  2405,  supra;  as  follows: 

On  page  69,  section  138,  line  3,  strike  "in- 
serting after"  and  insert  "striking"  in  lieu 
thereof;  and  insert  after  "$30,000,000"  the 
phrase  "and  inserting  in  lieu  thereof 
$55,000,000  and". 


SYMMS  AMENDMENT  NO.  2885 

Mr.  SYMMS  proposed  an  amend- 
ment to  the  bill  S.  2405,  supra;  as  fol- 
lows: 

At  the  end  thereof  add  a  new  section  as 
follows: 

Sec.  .  Subsection  (a)  of  section  113  of 
title  23,  United  States  Code,  is  amended  by 
striking  out  "subcontractors  on"  and  insert- 
ing in  lieu  thereof  "subcontractors  under 
any  contract  or  subcontract  in  excess  of 
$250,000  for". 


INOUYE  (AND  MATSUNAGA) 
AMENDMENT  NO.  2886 

Mr.  INOUYE  (for  himself  and  Mr. 
Matsunaga)  proposed  an  amendment 
to  the  bill  S.  2405,  supra;  as  follows: 

At  the  appropriate  place,  insert  the  fol- 
lowing: 

Sec.  .  The  Secretary  of  Transportation 
shall  approve  the  construction  of  the  Inter- 
state Highway  H-3  between  the  Halawa 
Interchange  to.  and  including,  the  Halekou 
Interchange  (a  distance  of  approximately 
10.7  miles),  and  such  construction  shall  pro- 
ceed to  completion  notwithstanding  section 
138  of  title  23  and  section  303  of  title  49, 
United  States  Code. 


JOHNSTON  (AND  LONG) 
AMENDMENT  NO.  2887 

Mr.  JOHNSTON  (for  himself  and 
Mr.  Long)  proposed  an  amendment  to 
the  bill  S.  2405,  supra;  as  follows: 

On  page  86  following  line  19,  insert  the 
following: 

"Sec.     .  Highway  Feasibility  Study. 

"(a)  Study.— The  Secretary,  in  coopera- 
tion with  the  States  of  Louisiana,  Arkansas, 
and  Missouri,  shall  study  the  feasibility  and 
necessity  of  constructing  to  appropriate 
standards  a  proposed  highway  along  a  route 
from  Shreveport,  Louisiana  to  Texarkana, 
Fort  Smith,  and  Fayetteville,  Arkansas,  and 
Carthage  and  Kansas  City,  Missouri.  Such 
study  shall  update  the  feasibility  study  con- 
ducted under  section  143(6)  of  the  Federal- 
Aid  Highway  Act  of  1973. 

"(b)  Report.— Not  later  than  one  year 
after  the  date  of  enactment  of  this  Act,  the 
Secretary  shall  transmit  to  Congress  a 
report  on  the  results  of  the  study  conducted 
under  this  section." 


HARKIN  AMENDMENT  NO.  2888 

Mr.  HARKIN  proposed  an  amend- 
ment to  the  bill  S.  2405,  supra;  as  fol- 
lows: 

On  page  86.  between  lines  19  and  20, 
insert  the  following: 

USE  OF  ROCK  salt  ON  HIGHWAYS 

Sec     .  (a)  The  Congress  finds  that— 

(1)  the  use  of  rock  salt  to  remove  ice  from 
the  highways  causes  considerable  damage  to 
the  highways,  bridges,  automobiles,  and 
trucks, 

(2)  rock  salt  also  causes  damage  to  equip- 
ment and  buildings  near  highways. 

(3)  rock  salt  causes  considerable  damage 
to  the  environment. 

(4)  all  of  these  costs  are  real  costs  borne 
by  the  taxpayers,  although  such  costs  may 
not  be  paid  directly  to  the  government,  and 

(5)  calcium  magnesium  acetate  is  an  effec- 
tive deicing  material  which  does  not  cause 
the  corrosion  and  environmental  damage  as- 
sociated with  rock  salt. 

(b)  It  is  the  sense  of  the  Congress  that  the 
States  and  local  governments  should  consid- 
er the  full  cost  of  using  rock  salt  on  the 
highways,  including  the  damage  to  high- 
ways, vehicles,  equipment,  buildings,  and 
the  environment,  in  calculating  the  real  cost 
of  deicing  materials  and  the  use  of  calcium 
magnesium  acetate  as  an  alternative  deicing 
material. 


SYMMS  AMENDMENT  NO  2889 

Mr.  SYMMS  proposed  an  amend- 
ment to  the  bill  S.  2405,  supra;  as  fol- 
lows: 

On  page  6,  of  the  Chiles  amendment  No. 
2883.  strike  the  last  three  lines  and  insert  in 
lieu  thereof  the  following: 

On  page  22,  lines  18  and  19,  strike  "provid- 
ed for  in  section  129(e)  of  this  title"  and 
insert  in  lieu  thereof:  "provided  for  in  sec- 
tion 129(e)  of  this  title  and  section  105  of 
the  Surface  Transportation  Assistance  Act 
of  1978". 

On  page  22,  line  25  beginning  with  "pro- 
vided", strike  all  through  "  title)"  on  page 
23  line  1.  and  insert  in  lieu  thereof:  "provid- 
ed for  in  section  129(e)  of  this  title  and  sec- 
tion 105  of  the  Surface  Transportation  As- 
sistance Act  of  1978". 


HECHT  AMENDMENT  NO.  2870 

Mr.  HECHT  proposed  an  amend- 
ment to  an  amendment  proposed  by 
Mr.  Symms  to  the  bill  S.  2405,  supra; 
as  follows: 

On  page  1.  strike  out  lines  4  through  13 
and  insert  ip  lieu  thereof  the  following: 

(1)  by  inserting  "in  any  urbanized  area" 
after  "fifty-five  miles  per  hour"  in  clause 
(1), 

(2)  by  striking  out  "or"  at  the  end  of 
clause  ( 1 ), 

(3)  by  redesignating  clause  (2)  as  clause 
(3), 

(4)  by  inserting  after  clause  (1)  the  follow- 
ing new  clause:  "(2)  a  maximum  speed  limit 
on  any  other  public  highway  within  its  ju- 
risdiction, as  designated  by  the  Governor  or 
other  appropriate  State  official,  in  excess  of 
sixty-five  miles  per  hour,  or",  and 

(5)  by  striking  out  "clause  (2)  of"  in  the 
last  sentence  and  inserting  in  lieu  thereof 
"clause  (3)  of". 

(b)  Subsection  (f )  of  section  154  of  title  23. 
United  States  Code,  is  amended  by  inserting 
"in  any  urbanized  area"  after  "55  miles  per 
hour"  the  first  place  it  appears. 


(c)  Section  154  of  title  23.  United  States 
Code,  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"(i)  For  purposes  of  this  section,  the  term 
■urbanized  area'  means  any  area  identified 
as  an  urbanized  area  in  the  Federal  census 
of  1980.". 


NOTICES  OF  HEARINGS 

senate  impeachment  trial  committee 
Mr.  MATHIAS.  Mr.  President.  I 
wish  to  announce  that  the  Senate  Im- 
peachment Trial  Committee,  appoint- 
ed upon  the  adoption  of  Senate  Reso- 
lution 481,  pursuant  to  rule  XI  of  the 
Rules  of  Procedure  and  Practice  in  the 
Senate  when  sitting  on  impeachment 
trials,  will  meet  in  the  caucus  room  of 
the  Russell  Senate  Office  Building 
(SR-325)  on  Tuesday,  September  23, 
1986  at  9  a.m.  to  continue  to  receive 
evidence  and  take  testimony  in  the  im- 
peachment trial  of  the  Honorable 
Harry  E.  Claiborne. 

For  further  information  concerning 
this  meeting,  please  contact  Tony 
Harvey  or  Byron  Hoover  of  the  Senate 
Impeachment  Trial  Committee  staff 
at  extension  40291. 
committee  on  rules  and  administration 
Mr.  MATHIAS.  Mr.  President,  I 
wish  to  announce  that  on  Wednesday, 
September  24,  1986.  at  2  p.m.,  the 
Committee  on  Rules  and  Administra- 
tion will  meet  in  SR-301.  Russell 
Senate  Office  Building,  to  continue  re- 
ceiving testimony  on  the  nomination 
of  Thomas  John  Josefiak.  of  Virginia, 
to  be  a  member  of  the  Federal  Elec- 
tion Commission  for  a  term  expiring 
on  April  30,  1991.  The  Rules  Commit- 
tee previously  held  a  hearing  on  Mr. 
Josefiak's  nomination  on  August  5, 
1986. 

For  further  information  regarding 
this  nomination  hearing,  please  con- 
tact Carole  Blessington  of  the  Rules 
Committee  staff  on  224-0278. 


AUTHORITY  FOR  COMMITTEES 
TO  MEET 

committee  on  the  JUDICIARY 

Mr.  KASTEN.  Mr.  President.  I  ask 
unanimous  consent  that  the  Commit- 
tee on  the  Judiciary  be  authorized  to 
meet  during  the  session  of  the  Senate 
on  Tuesday,  September  23,  in  order  to 
receive  testimony  on  home  video  re- 
cording. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
Subcommittee  on  Public  Lands.  Reserved 
Water,  and  Resource  Conservation 

Mr.  KASTEN.  Mr.  President.  I  ask 
unanimous  consent  that  the  Subcom- 
mittee on  Public  Lancis,  Reserved 
Water  and  Resource  Conservation,  of 
the  Committee  on  Energy  and  Natural 
Resources  be  authorized  to  meet 
during  the  session  of  the  Senate  on 
Tuesday,  September  23,  to  hold  a 
hearing  to  consider  the  following  legis- 
lation: 
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S.  2029  and  H.R.  4090.  to  establish  the  Big 
Cypress  National  Preserve  Addition  in  the 
State  of  Florida,  and  for  other  purposes; 

S.  2442  and  H.R.  4811.  to  establish  the  San 
Pedro  Riparian  National  Conservation  Area 
in  Cochise  County.  Arizona,  in  order  to 
assure  the  protection  of  the  riparian,  wild- 
life archaeological,  paleontological.  scientif- 
ic, cultural,  educational,  and  recreational  re- 
sources of  the  conservation  area,  and  for 
other  purposes; 

H.R.  2921.  to  authorize  the  Secretary  of 
Agriculture  to  issue  permanent  easements 
for  water  conveyance  systems  in  order  to  re- 
solve title  claims  arising  under  acts  repealed 
by  the  Federal  Land  Policy  and  Manage- 
ment Act  of  1976.  and  for  other  purposes; 
and 

S.  2707  and  H.R.  2826.  to  amend  the  Wild 
and  Scenic  Rivers  Act  by  designating  a  seg- 
ment of  the  Horsepasture  River  in  the  State 
of  North  Carolina  as  a  component  of  the 
Wild  and  Scenic  Rivers  System. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ADDITIONAL  STATEMENTS 


ABORTION  AND  INFORMED 
CONSENT:  FLORIDA 

•  Mr.  HUMPHREY.  Mr.  President, 
Mary  Sue's  letter  provides  another  ex- 
ample of  a  woman  receiving  inad- 
equate preabortion  counseling,  and 
profoundly  regretting  her  decision. 
Those  responsible  for  not  informing 
her  are  partially  accountable  for  her 
remorse.  Too  many  women  have  suf- 
fered this  indignity:  No  true  informed 
consent. 

Many  abortion  counselors  ostensibly 
withhold  information  from  women 
with  unplanned  pregnancies  to  protect 
them  from  increased  anxiety,  fear, 
guilt,  et  cetera.  Mary  Sue  demon- 
strates that  this  is  a  grossly  short- 
sighted theory  of  counseling.  People 
cannot  make  intelligent  decisions  if 
they  are  not  given  all  the  facts.  This  is 
particularly  important  in  decisions 
with  long-term  consequences  like  abor- 
tion. Women  who  have  written  my 
office  insist  that  they  were  not  pre- 
pared for  what  they  later  encountered 
as  a  result  of  their  abortion. 

Mr.  President,  there  is  a  strange  con- 
spiracy of  silence  among  abortion  ad- 
vocates in  this  matter.  They  deny  that 
Mary  Sue's  experience  is  common, 
though  there  is  overwhelming  evi- 
dence to  the  contrary.  They  claim  to 
promote  choice  but  they  are  not  out- 
raged by  such  paternalistic  behavior. 
This  is  the  flight  of  hypocrisy,  and  I 
refute  the  fantasy  that  these  people 
are  prochoice.  They  are  not.  They  are 
in  fact  for  abortion,  and  unless  they 
join  in  the  battle  against  exploiting 
pregnant  women  they  reveal  their  in- 
tellectual dishonesty  to  all. 

I  hope  my  colleagues  from  Florida, 
indeed  all  my  colleagues,  will  read  this 
letter,  and  realize  that  women  do  not 
currently  receive  sufficient  informa- 
tion about  abortion  decisions.  We 
must  see  to  it  that  in  the  future  they 


do.  I  ask  all  my  colleagues  to  join  me 
in  supporting  S.  2791,  requiring  in- 
formed consent  of  all  women  contem- 
plating abortion. 

The  letter  follows: 

Monday,  June  2.  1986. 

Dear  Senator  Humphrey:  I  have  always 
felt  that  an  informed  decision  is  the  best  de- 
cision because  it  considers  an  entire  out- 
come that  effects  a  change  wholly.  We  can 
not  make  good  decisions  without  under- 
standing their  origins,  examining  all  the  al- 
ternatives and  realizing  the  consequences 
resultant  from  our  choices. 

I  have  had  an  abortion.  I  have  counselled 
many  women  who  have  had  abortions.  I 
have  written  a  book  describing  the  inten.sity 
of  their  dilemma  and  the  desperateness  of 
their  choice.  Those  of  us  who  have  found 
ourselves  in  abortion-considering  positions 
have  not  employed  good  decision-making 
skills.  The  events  that  led  to  this  decision 
did  not  reflect  choices  that  were  beneficial 
for  the  entire  individual.  The  ■simple"  abor- 
tion solution  often  masks  a  complicated 
future  problem. 

Education  prepares  all  people  for  their 
future— one  they  choose  and  commit  to  by 
election.  An  informed  consent  law  will  defi- 
nitely aid  women  in  selecting  an  outcome 
which  will  bring  happiness  to  a  prepared 
future  and  teach  them  skills  which  they  will 
continually  call  upon  in  an  active  pursuit  of 
their  own  American  dream. 
Sincerely, 

Mary  Sue  Guiseppi, 

FloTida.9 


CALL  TO  CONSCIENCE  ON 
SOVIET  JEWRY 

•  Mr.  STAFFORD.  Mr.  President.  I 
rise  to  participate  with  many  of  my 
colleagues  in  the  Congressional  Call  to 
Conscience  on  behalf  of  the  350,000 
Soviet  Jews  who  seek  the  right  to  emi- 
grate, primarily  to  Israel. 

I  want  to  add  my  voice  to  the  elo- 
quent words  of  those  who  have  spoken 
out  to  bear  witness  to  the  suffering  of 
these  brave  prisoners  of  conscience.  I 
can  only  hope  that  our  collective 
pleases  will  improve  the  chances  of 
freedom  of  those  who  are  refused  the 
right  to  leave  the  Soviet  Union. 

As  free  people,  we  reaffirm  our 
demand  that  the  Soviet  Union  respond 
to  international  conventions  and  hu- 
manitarian concerns  by  granting 
Soviet  Jews  the  right  to  free  move- 
ment beyond  the  borders  of  the  Soviet 
Union. 

A  recent  mailing  by  the  Union  of 
Councils  for  Soviet  Jews  serves  to 
remind  us  all  of  the  plight  of  those  in 
spiritual  and  physical  exile  in  the 
Soviet  Union  and  I  ask  that  a  copy  of 
that  mailing  be  printed  in  the  Record. 

The  material  follows: 

The  Galina  Zelichenok  Case 

Dear  Friend:  One  of  my  UCSJ  officers 
just  received  a  desperate  phone  call  from 
Galina  Zelichenok. 

It  took  several  minutes  for  Galina  to 
regain  her  composure  when  she  managed  to 
get  through. 

But  her  message  was  very  clear  and 
straightforward— "You  must  save  my  hus- 
band's life." 


The  moment  I  received  the  message,  I  sat 
down  to  write  this  urgent  communication  to 
you.  If  there  were  a  way  I  could  hand-deliv- 
er it,  I  would.  Because  I  fear  by  the  time  it 
reaches  you.  it  may  be  too  late. 

You  will  understand  my  fear  when  you 
hear  the  story  of  Galina  and  Alec  Zeli- 
chenok. 

On  June  4.  1985.  Hebrew  teacher  Alec  Ze- 
lichenok learned  that  his  latest  application 
to  leave  the  Soviet  Union  (he's  been  trying 
since  1978)  has  been  refused  for  life. 

Days  later.  Alec  was  dragged  from  his 
home  by  the  KGB,  charged  with  "defaming 
the  Soviet  State,"  sentenced  to  three  years 
in  prison  and  thrown  into  a  cell  kept  at  a 
suffocating  104  degrees. 

Galina.  legally  blind,  has  to  continue  the 
struggle  alone. 

She  learned  Alec  was  being  transported  to 
the  bitter  cold  North,  against  doctors'  rec- 
ommendations. They  warned  that  if  he 
doesn't  receive  medical  treatment  soon,  he 
has  little  chance  for  survival.  (Alec's  blood 
pressure  has  reached  190/110— we  fear  he 
may  die,  as  his  father  did,  of  a  stroke.) 

Somehow  Galina  managed  to  visit  him. 
What  she  saw  horrified  her. 

Alec  has  lost  fully  one-third  of  his  body 
weight.  Galina  said  his  skin  felt  like  dry, 
cracked  parchment.  And  he  is  going  blind 
from  forced  prison  work  in  inadequate  light. 

So  the  moment  she  returned  home  she 
placed  the  call  to  us. 

She  told  us  that  right  now  we're  their 
only  hope. 

We  hadn't  planned  to  write  you  at  this 
time.  But  Galina's  phone  call  made  us  real- 
ize how  serious  Alec's  condition  has  become. 

And  it  grows  worse  each  day. 

We  need  you  to  help  us  in  this  dire  emer- 
gency. We're  asking  for  a  gift  of  $36  or  $72 
to  mount  a  "no  holds  barred"  campaign  to 
save  Alec. 

We  chose  these  numbers  because  they  are 
increments  of  18,  the  number  that  repre- 
sents life  in  Judaism. 

That's  what  we're  fighting  for— Alec's  life. 
And  Galina's  too.  Already  the  Soviet  gov- 
ernment has  made  her  a  "leper."  People  are 
warned  not  to  associate  with  her  or  they 
may  end  up  in  prison  like  Alec. 

Working  on  behalf  of  Alec  and  all  of  the 
Jewish  Prisoners  of  Conscience  and  Refuse- 
niks  is  what  the  UCSJ  is  all  about.  We've 
been  doing  it  for  sixteen  years.  Your  funds 
enable  us  to  keep  up  the  struggle. 

We  haven't  a  moment  to  lose.  And  we 
need  you.  Join  us  today. 
Sincerely, 

Morey  Schapira, 
President,  UCSJ. 

(P.S.  F^ess  reports  indicate  that  Soviet 
Premier  Gorbachev  (who  recently  said,  "the 
so-called  [Jewish]  problem— in  the  Soviet 
Union  does  not  exist")  may  allow  certain 
Jews  to  emigrate.  We  have  heard  these 
promises  before.  But  words  won't  save  Alec 
or  thousands  of  Soviet  Jews  like  him.  Don't 
give  up  the  fight.)* 


THE  GOVERNORS'  REPORT- 
TIME  FOR  RESULTS 

•  Mr.  SIMON.  Mr.  President.  Mary 
Hatwood  Futrell,  the  respected  presi- 
dent of  the  National  Education  Asso- 
ciation, recently  had  a  column  in  the 
Washington  Post  referring  to  the 
action  by  the  Nation's  Governors. 
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I  have  yet  to  read  the  full  text  of 
Time  for  Results,  put  out  by  the  Na- 
tions  Governors,  but  I  shall  soon. 

On  the  basis  of  excerpts  I  have  seen, 
it  clearly  is  a  step  forward. 

Both  Mary  Putrell  and  the  president 
of  the  American  Federation  of  Teach- 
ers, Al  Shanker,  deserve  credit  for 
working  with  the  Governors  to  achieve 
this  result. 

I  urge  my  colleagues  to  read  Mary 
Futrell's  column,  and  I  ask  that  it  be 
inserted  in  the  Record. 

The  column  follows: 
To  THE  Governors,  With  Gratitude 

There  are  times— rarely  to  be  sure— when 
one  senses  that  the  national  landscape  is 
shifting,  that  freshness  is  replacing  all  state- 
ness, that  (to  borrow  the  young  Bob  Dylan's 
fractured  prose)  the  times  are  a-changin'. 

Last  weekend  was  one  of  those  times.  I  at- 
tended the  National  Governors'  Association 
conference  in  Hilton  Head,  South  Carolina. 
During  my  stay,  I  became  increasingly  im- 
pressed by  the  willingness  of  our  nation's 
governors  to  become  students  of  education. 
And  I  saw  first  hand  that  they  are  model 
students:  dedicated,  studious,  inquisitive. 

The  governors  have  not  always  recognized 
classroom  practitioners  as  reform  experts, 
as  mentors  for  their  course  of  study.  They 
do  now.  And  they  are  listening  attentively. 

During  their  months  of  deliberation,  as 
they  prepared  Time  for  Results:  the  Gover- 
nors' 1991  Report  on  Education,  our  state 
governors  demonstrated— by  word  and  by 
deed— the  importance  of  teacher  involve- 
ment in  the  education  reform  movement.  In 
hearings  throughout  the  country,  they 
turned  to  educators  as  partners.  They 
sought  the  counsel  of  those  who  know  the 
problems  our  schools  today  confront  as 
daily  realities. 

This  enlightened  approach  explains,  more 
than  anything  else,  the  uncommon  common 
sense  of  the  document  the  governors  pro- 
duced. Their  report  does  not  pretend  to 
present  the  final  word  on  education  reform. 
Much  of  it  is  tentative  rather  than  defini- 
tive. But  the  bulk  of  the  proposals  derserve 
serious  consideration  and,  in  many  cases 
rapid  implementation. 

Time  for  Results,  for  example,  calls  for  an 
end  to  the  emergency  certification  of  teach- 
ers. The  report  states  that  this  practice, 
which  threatens  to  make  a  mockery  of  edu- 
cation reform  efforts,  must  end— and  must 
end  immediately. 

Time  for  Results  also  gives  long  overdue 
attention  to  children  at  risk,  children 
primed  for  academic  failure  and  en  route  to 
despair.  The  report  is  studded  with  concrete 
proposals  to  meet  this  challenge  to  Ameri- 
ca's economic  security  and  national  well- 
being.  Time  for  Results  outlines  an  action 
agenda  that  addresses  the  needs  of  children 
victimized  by  poverty,  discrimination,  and 
home  environments  that  diminish  self- 
esteem  and  stifle  potential. 

Time  for  Results  offers  proof  positive 
that,  as  students,  our  nation's  governors  are 
astute.  I  would  welcome  them  in  my  class- 
room. And  although  I  have  always  been 
tough  with  grades,  I  would  not  hesitate  to 
grant  the  governors  high  marks.  I  salute 
their  performance. 

What  I  witnessed  during  last  week's  Na- 
tional Governors'  Association  conference 
was  nothing  less  than  a  tribute  to  the  integ- 
rity of  our  nation's  state  leaders.  I  witnessed 
the  triumph  of  public-spirited  sentiments 
over  mean-spirited  partisanship.  I  particpat- 


ed  in  a  forum  that  renewed  my  hope  as  an 
educator  and  convinced  me  that  all  of  us 
who  serve  in  our  public  schools  can  count 
among  our  allies  the  chief  state  executives 
throughout  our  nation. 

My  time  at  the  Governors'  Association 
meeting  convinced  me  that  our  state  gover- 
nors—regardless of  political  persuasion— 
now  understand  that  teachers  and  princi- 
pals, superintendents  and  school  board 
members,  are  not  "enemies"  but  rather  the 
last  best  hope  of  all  who  are  determined  to 
transform  a  nation  at  risk  into  a  nation  pre- 
pared. 

Our  nation's  governors  are  committed  to 
action.  They're  ready  to  make  tough  deci- 
sions. They  have  elevated  the  people's  man- 
date for  fundamental  reform  above  all  polit- 
ical posturing.  They  have  vowed  to  subordi- 
nate making  headlines  to  making  headway. 

As  the  governors  return  to  their  home 
states,  the  task  they  confront  is  to  mobilize 
the  support  of  caring  and  concerned  citi- 
zens. They  know  that  meaningful  results 
demand  a  continuation  of  the  studious- 
ness— the  willingness  to  listen  and  learn- 
that  they  have  so  admirably  displayed 
during  the  past  year.  I  have  no  doubt  that 
the  governors  are  prepared  for  this  chal- 
lenge. And  I  can  assure  them  that  NEA 
members  and  our  Association  leaders  in 
their  states  will  be  there— as  zealous  allies, 
as  constructive  critics,  as  grateful  collabora- 
tors. 

We  NEA  members,  men  and  w'omen  who 
have  dedicated  our  careers  to  our  nation's 
public  schools  and  our  nation's  children, 
will  do  our  part.  Not  as  yea-sayers.  Not  as 
nay-sayers.  But  as  partners  in  the  quest  for 
a  better  America.* 


REAXJTHORIZATION  OF  FHA 

INSURANCE 

•  Mr.  RIEGLE.  Mr.  President,  as  we 
approach  the  closing  hours  of  the  99th 
Congress,  each  passing  day  shuts  an- 
other door  on  our  ability  to  take  im- 
portant legislative  action. 

One  item  that  must  not  be  allowed 
to  fall  through  the  cracks  in  a  final 
rush  to  adjournment  is  extension  of 
FHA's  authority  to  insure  home  mort- 
gages. That  authority  is  due  to  expire 
at  the  end  of  this  month— just  over  a 
week  from  now. 

For  the  last  year.  Congress  has  re- 
peatedly extended  FHA  mortgage  in- 
surance through  a  series  of  short- 
term,  .-itop-gap  measures.  The  result 
has  been  nothing  less  than  shameful. 
FHA  has  been  shut  down  six  times— 
for  a  total  of  51  days.  And  that  un- 
precedented failure  has  occurrred  at  a 
time  when  demand  for  FHA  insurance 
has  been  the  highest  in  history. 

Demand  for  FHA  insurance  remains 
high  today.  About  6,000  to  7,000  appli- 
cations are  currently  being  received 
every  day.  FHA  mortgage  commit- 
ments are  running  at  $7  billion  every 
month. 

According  to  the  Wall  Street  Jour- 
nal of  September  18.  1986,  mortgage 
lenders  now  expect  another  large 
surge  in  home  mortgage  demand  soon. 
If  interest  rates  begin  rising  again,  as 
many  experts  now  expect,  a  rush  of 
applications  is  likely. 


I  believe  it  would  be  grossly  irre- 
sponsible to  let  FHA  authority  expire 
once  again.  The  finances  of  tens  of 
thousands  of  families  would  be  thrown 
into  turmoil  as  their  mortgage  closfngs 
are  delayed  or  their  commitments 
expire. 

Each  delay  in  an  FHA  mortgage 
rarely  hits  only  the  family  applying 
for  that  mortgage.  It  usually  creates  a 
whole  chain  of  disruptions  in  other 
home  sales,  as  the  delay  in  one  mort- 
gage closing  causes  several  other  clos- 
ings to  be  put  off— and  some  to  fall 
through. 

Each  shutdown  of  FHA,  therefore, 
hurts  families  who  want  to  buy  a 
home,  families  who  are  trying  to  sell  a 
home,  and  families  who  want  to  refi- 
nance their  mortgage  to  bring  down 
their  housing  costs.  This  year's  inter- 
ruptions in  FHA  insurance  already 
have  affected  an  estimated  20,000  or 
more  families  in  my  own  State  of 
Michigan  alone. 

Another  shutdown  of  FHA,  which 
now  looms  dangerously  close,  would 
harm  tens  of  thousands  of  additional 
families  and  businesses  across  the 
country.  It  would  bring  an  outcry  of 
even  greater  frustration  and  anger 
than  we  have  already  heard. 

Another  shutdown  would  disrupt 
home  sales  and  home  building.  It 
would  introduce  more  uncertainly  and 
confusion  to  housing  finance.  It  would 
harm  the  entire  housing  industry,  one 
of  the  main  engines  of  economic  recov- 
ery. And  it  would  inflict  this  harm  just 
when  some  disturbing  signs  of  weak- 
ness are  already  beginning  to  reappear 
in  housing  markets. 

Another  interruption  must  not  be  al- 
lowed to  occur.  One  solution  would  be 
to  give  FHA  permanent  authority  to 
insure  home  mortgages  so  that  it  can 
no  longer  be  treated  as  a  political  foot- 
ball. I  support  that.  In  past  years  per- 
manent authority  was  not  necessary 
because  Congress  routinely  acted  to 
keep  FHA  mortgage  insurance  avail- 
able to  American  homebuyers.  Sadly, 
that  has  not  occurred  this  past  year,  I 
therefore  believe  that,  in  this  environ- 
ment, permanent  authority  for  FHA 
insurance  should  be  provided. 

Some  feel  the  other  body  would  vig- 
orously oppose  any  such  permanent 
authorization.  I  hope  that  is  not  the 
case,  but  if  it  is.  FHA  authority  should 
be  extended  through  the  end  of  fiscal 
year  1987  at  a  very  minimum.  And 
that  should  be  done  soon  to  provide 
the  stability  and  confidence  that  are 
necessary  for  a  healthy  market  in 
home  sales. 

I  therefore  urge  my  colleagues  to 
ensure  early  extension  of  FHA  home 
mortgage  insurance,  and  I  call  upon 
the  Senate  leadership  to  schedule 
floor  action  on  this  vital  legislation  so 
that  it  can  be  signed  by  the  President 
before  the  end  of  this  month. 
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SUPPORT  OF  FEDERAL  CHAR- 
TER TO  THE  ARMY  AND  NAVY 
UNION  OF  THE  UNITED 
STATES 

•  Mr.  D'AMATO.  Mr.  President,  I  am 
pleased  to  rise  today  to  lend  my  sup- 
port to  S.  1456.  legislation  granting  a 
Federal  charter  to  the  Army  and  Navy 
Union  of  the  United  States  of  Amer- 
ica. This  veterans'  organization,  which 
the  House  of  Representatives  has  al- 
ready endorsed  to  receive  a  Federal 
charter,  deserves  the  same  support  in 
the  Senate. 

The  Army  and  Navy  Union  of  the 
United  States  of  America  is  the  oldest 
veterans'  organization  of  its  type  in 
the  country.  Now  8,400  strong,  and 
with  posts  in  10  States  including  New 
York,  New  Jersey,  Ohio,  and  the  Dis- 
trict of  Columbia,  the  Army  and  Navy 
Union's  membership  is  not  limited  to 
any  particular  form,  date,  branch, 
place,  or  nature  of  military  service  per- 
formed. It  is  an  organization  con- 
cerned about  the  health  and  welfare 
of  all  of  America's  veterans. 

Founded  in  1886,  it  was  established 
to  launch  a  coordinated  effort  to  assist 
our  soldiers  returning  from  war— and 
indeed  it  has.  Throughout  its  exist- 
ence, the  Army  and  Navy  Union  has 
labored  hard  for  the  enactment  of  fair 
and  equitable  laws  to  provide  pensions. 
Medicare,  and  other  vital  benefits  to 
veterans.  Its  members  are  all  volun- 
teers, freely  giving  their  time  and  as- 
sistance to  such  needs  as  burial  escorts 
and  ceremonial  honor  guards  at  veter- 
ans' funerals  and  performing  charita- 
ble work  at  VA  hospitals. 

The  Army  and  Navy  Union  can  be 
proud  of  a  long  and  distinguished  his- 
tory of  service  to  veterans  and  their 
dependents.  It  also  can  be  proud  of  its 
long  and  distinguished  list  of  mem- 
bers, both  past  and  present,  including 
41  recipients  of  the  Congressional 
Medal  of  Honor,  President  William 
McKinley,  Supreme  Court  Justice 
Harold  Burton,  Senator  Charles  Dick 
of  Ohio,  and  Nobel  Peace  Prize  Laure- 
ate Dr.  Ralph  J.  Bunche. 

Mr.  President,  in  times  of  war,  the 
members  of  the  Army  and  Navy  Union 
came  forward  and  risked  their  lives  for 
the  preservation  of  democracy.  Today, 
they  serve  their  communities  in  less 
dramatic,  but  equally  important,  ways. 
I  urge  my  colleagues  on  the  Judiciary 
Committee  to  report  this  legislation  to 
the  full  Senate  for  speedy  passage  be- 
cause it  is  time  that  these  brave  patri- 
ots receive  the  recognition  this  legisla- 
tion would  bestow,  and  which  they 
have  earned.* 


guished  retired  Marine  aviator,  recent- 
ly lost  his  life  in  a  plane  crash  in  Con- 
necticut. 

Chuck  Sewell  was  a  gifted  aviator 
who  loved  to  fly.  He  had  logged  over 
10,000  hours  of  flight  in  more  than  140 
types  of  aircraft.  After  retiring  from 
the  Marine  Corps,  he  joined  Grum- 
man as  an  experimental  test  pilot.  His 
excellence  as  an  aviator  and  as  an  indi- 
vidual elevated  him  to  chief  test  pilot 
in  1971  and,  shortly  thereafter,  to 
deputy  director  of  flight  tests  in  1974. 

Chuck  Sewell  had  extremely  high 
self-imposed  standards  of  perform- 
ance. His  devotion  to  flying  and  dedi- 
cation to  excellence  were  as  much  a 
part  of  him  at  Grumman  as  they  were 
during  his  distinguished  military 
career. 

Chuck  Sewell  spent  20  years  as  a 
Marine  Corps  fighter  pilot,  retiring  as 
a  lieutenant  colonel.  He  flew  110 
combat  missions  over  Korea  and  an- 
other 220  over  North  and  South  Viet- 
nam and  Laos.  His  decorations  were 
many  and  impressive:  the  Legion  of 
Merit,  2  Distinguished  Flying  Crosses, 
15  Air  Medals,  and  2  Purple  Hearts. 

He  graduated  from  the  U.S.  Navy 
Test  Pilot  School  in  Patuxent  River, 
MD.  His  pursuit  of  excellence  never 
wavered,  and  after  risking  all  for  his 
country,  he  continued  to  give  100  per- 
cent of  himself  to  his  job  as  a  civilian. 
He  was  awarded  the  1973  and  1984 
Kincheloe  Award  as  test  pilot  of  the 
year  from  the  Society  of  Experimental 
Test  Pilots.  He  won  the  1974  Octave 
Chanute  Award  from  the  American  In- 
stitute of  Aeronautics  and  Astronau- 
tics, and  in  1983,  he  was  awarded  the 
Lawrence  B.  Sperry  Award  from  the 
Air  Force  Association.  Chuck  Sewell's 
most  recent  achievement  was  piloting 
the  maiden  flights  of  Grumman's  for- 
ward swept  wing  experimental  plane, 
known  as  the  X-29. 

Chuck  was  a  man  who  loved  life  and 
loved  his  job— testing  and  flying  air- 
planes. He  felt  he  was  the  luckiest 
man  in  the  world  because  people  actu- 
ally paid  him  to  fly.  He  was  often 
heard  saying,  "I'd  rather  fly  than  sit 
behind  a  desk— I  can't  think  of  any- 
thing I'd  rather  do  than  fly." 

His  untimely  death  is  a  tremendous 
loss  of  engineering  skills  and  aeronau- 
tical engineering-management  capabil- 
ity. In  short,  he  was  an  outstanding 
citizen,  a  great  patriot,  a  good  family 
man.  and  an  aviator  par  excellence. 
Our  tribute  to  Chuck's  memory  is 
small  recompense  for  his  service  to 
this  country. 


A  TRIBUTE  TO  CHARLES  A. 
SEWELL 

•  Mr.  D'AMATO.  Mr.  President.  I  rise 
today  to  deliver  to  the  Senate  and. 
indeed,  to  the  Nation  a  sad  message. 
Charles  A.  Sewell.  the  chief  test  pilot 
for    Grumman    Corp.    and    a    distin- 


TARIFFS  ON  IMPORTED  PASTA 

•  Mr.  D'AMATO.  Mr.  President.  I  rise 
today  as  an  original  cosponsor  of  legis- 
lation introduced  by  my  distinguished 
colleague  from  Pennsylvania.  This  leg- 
islation, which  would  reimpose  tariffs 
on  imported  pasta,  is  essential  in  light 
of  the  fact  that  the  European  Commu- 


nity continues  to  illegally  subsidize  its 
pasta  exports,  despite  a  1983  GATT 
panel  decision  that  these  pasta  subsi- 
dies are  in  violation  of  the  GATT  Sub- 
sidies Code.  United  States  tariffs  on 
imported  pasta  were  recently  lifted 
when  bilateral  talks  between  the 
United  States  and  the  European  Com- 
munity produced  an  agreement  on 
citrus. 

Unfortunately,  no  settlement  has 
been  reached  on  the  pasta  controver- 
sy. The  legislation  which  Senator 
Heinz  has  proposed  would  tie  United 
States  tariffs  on  imported  pasta  to  the 
actual  European  Community  subsidy. 
This  floating  tariff  would  be  adjusted 
monthly  and  would  terminate  when 
the  illegal  subsidies  case. 

As  of  September  1,  1986.  the  Europe- 
an Community  pasta  subsidies  were  at 
a  record  high  of  16.2  cents  per  pound, 
almost  70  percent  of  the  wholesale 
price  of  Italian  imports.  The  elimina- 
tion of  United  States  tariffs  in  the 
face  of  record  high  subsidies  poses  a 
major  threat  to  United  States  produc- 
tion of  pasta  since  it  could  enable  Ital- 
ian producers  to  sell  in  this  market  at 
prices  below  the  United  States  cost  of 
production.  It  is  critical  that  the 
United  States-European  Community 
dispute  on  pasta  be  resolved  as  quickly 
as  possible.  The  domestic  pasta  indus- 
try will  face  serious  injury  if  it  must 
compete  indefinitely  with  a  product 
that  is  subsidized  at  more  than  two- 
thirds  of  the  wholesale  imported  price. 

Annual  retail  sales  of  pasta  in  the 
United  States  amount  to  over  $1  bil- 
lion; Americans  consume  approximate- 
ly 2  billion  pounds  of  pasta  each  year. 
The  domestic  pasta  industry  directly 
employs  about  10,000  people  in  24 
States  and  thousands  more  in  various 
supplier  industries  related  to  agricul- 
ture and  food  processing.  My  State  of 
New  York  is  home  to  many  major 
pasta  manufacturers.  However,  the  in- 
dustry can  no  longer  compete  against 
the  treasuries  of  foreign  nations  and 
desperately  needs  the  relief  afforded 
by  this  legislation. 

Mr.  President,  I  implore  my  col- 
leagues to  consider  this  bill  seriously 
and  to  give  it  the  support  it  deserves. 
It  is  essential  that  our  trade  negotia- 
tors have  sufficient  leverage  when 
they  begin  negotiating  an  agreement 
with  the  European  Community  con- 
cerning fairer  trade  practices.* 


"MOTHERS  FOR  FREEDOM" 

•  Mr.  D'AMATO.  Mr.  President,  as 
Soviet  Foreign  Minister  Shevardnadze 
was  meeting  with  Secretary  of  State 
Shultz  last  Friday,  a  group  of  four 
women  made  their  way  through  the 
Halls  of  Congress  on  an  urgent  mis- 
sion. The  four  represent  "Mothers  for 
Freedom."  a  recently  formed  organiza- 
tion of  200  Israeli  women  whose  sons 
and  daughters  have  been  denied  per- 
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mission to  be  reunited  with  them  by 
Soviet  authorities.  Many  of  these 
mothers  have  not  seen  their  children 
for  10  years. 

Their  message  is  simple— let  us 
enjoy  our  loved  ones  during  our  re- 
maining years.  Each  of  these  cases  is  a 
human  tragedy.  They  remind  us  that 
the  Soviets  continue  to  violate  their 
human  rights  commitments  under  the 
Soviet  Final  Act  and  other  interna- 
tional agreements.  As  Chairman  of  the 
Commission  on  Security  and  Coopera- 
tion in  Europe.  I  urge  my  colleagues  to 
support  efforts  such  as  those  of 
"Mothers  for  Freedom"  to  bring  about 
improved  Soviet  human  rights  compli- 
ance. As  we  prepare  for  the  Vienna 
CSCE  follow-up  meeting,  scheduled  to 
open  on  November  4,  it  is  important 
that  we  document  Soviet  violations. 

Accordingly,  Mr.  President,  I  ask 
that  a  copy  of  a  statement  by  "Moth- 
ers for  Freedom"  and  a  special  appeal 
issued  by  Dr.  Vanda  Osnis,  Asya  Plos- 
chanskaya,  Frida  Lemberg,  and  Katzia 
Rather  be  printed  in  the  Record. 

The  material  follows: 

Statement  by  "Mothers  for  Freedom" 

Over  200  mothers  whose  children  are  pris- 
oners behind  the  Iron  Curtain  are  waiting 
for  their  sons  and  daughters  to  be  freed  and 
return  home.  Half  of  them  have  not  seen 
their  children  for  more  than  ten  years;  some 
are  elderly  mothers  of  only  children  who 
were  torn  from  them  and  are  asking  to  see 
them  in  the  autumn  of  their  lives;  other 
mothers  were  not  so  fortunate. 

Eighty-four  of  the  mothers  joined  togeth- 
er and  founded  "Mothers  for  Freedom" 
(mothers  of  refuseniks  in  the  Soviet  Union 
who  were  separated  from  their  children). 
Together  they  .are  struggling  for  family  re- 
unification. Many  other  mothers  did  not 
join  this  initiative  for  fear  that  such  activity 
would  bring  harm  to  their  children. 

Never  was  the  consept  of  family  reunifica- 
tion as  immediate  and  direct  as  in  the  case 
of  "Mothers  for  Freedom".  They  are  asking 
to  once  again  live  with  their  sons,  with  their 
daughters— their  offspring.  They  are  seek- 
ing to  reach  public  opinion  around  the 
world.  They  are  certain  that  their  struggle 
for  family  reunification  will  gain  the  sup- 
port of  all  organizations  that  are  engaged  in 
humanitarian  aide. 

The  attached  booklet  lists  all  the  refuse- 
nik  sons  and  daughters  of  "Mothers  for 
Freedom"  in  the  Soviet  Union.  It  details  the 
immigration  request  dates  and  the  grounds 
for  refusal  cited  by  the  Soviet  authorities. 
Also  included  are  descriptions  of  the  inju- 
ries and  the  agonies  undergone  by  the  re- 
fuseniks who  are  waging  their  struggle 
behind  the  Iron  Curtain. 

The  enlightened  world  cannot  remain 
silent  in  the  face  of  this  human  document. 
When  'Mothers  for  Freedom"  was  created 
in  order  to  act  for  the  release  of  their  chil- 
dren, the  struggle  on  behalf  of  the  refuse- 
niks was  lent  a  human  dimension  to  which 
only  the  insensitive  will  be  unwilling  to  lend 
a  hand.  The  struggle  of  these  mothers  is  the 
struggle  of  all  mothers  everywhere. 

Refuseniks  in  the  U.S.S.R.  Whose 
Mothers  Live  in  Israel 
Abramovich     Gallna,     MSSF,     Bendery, 
1979. 
AchUdiev  Yisrael,  Tashkent,  1978. 


Aleshkovsky  losif,  Leningrad.  1980. 

Averbukh  Aron,  Kistinev.  1980. 

Bialy-Ratner  Yudith,  Moscow,  1977. 

Bogomolny  Binyamin,  Moscow,  1972. 

Borodiansky  Mark,  Kiev,  1972. 

Braun  Gelena,  Mukachevo.  1975. 

Brekhman,  Eva,  Kishinev,  1901. 

Budman  Efim,  MSSR,  Orgeev,  1979. 

Doks  Bella.  Vinnitsa,  1979. 

Drigant  Boris,  Moscow,  1979. 

Edidovich  Khaim,  Riga,  1972. 

Elbert-Mizrukhina  Inna,  Kiev,  1976. 

Faingersh  Michail,  Kishinev,  1.979. 

Parber  Elena,  Bak,  1981. 

Feldman  Gennady,  Minsk,  1976. 

Finkelstein  Salomon,  Chernovtsy,  1972. 

Fiskin  Alexander,  Moscow,  1982. 

Fiskin  Yuri,  Moscow,  1978. 

Frumker  Michail,  Chernovtsy.  1974. 

Fuks  Zinovy,  Odessa,  1980. 

Gimelfarb  Oleg,  Chernovtsy,  1978. 

Ginovker  Andrey,  Novosibirsk,  1977. 

Goldman  Boris,  Kishinev,  1979. 

Grauer  Mark,  Chernovtsy,  1972. 

Israilova  Tamila.  Azerb,  SSR.  Sumgait, 
1980. 

Israilov,  Alexander,  Derbent,  1979. 

Kandinov  Yakov,  Tashkent,  1974. 

Kaplan  Yosef,  Kishinev.  1978. 

Karolin  Yuly.  Leningrad,  1976. 

Katanov  Leila,  Tashkent,  1979. 

Katz  Tsilia.  Kishinev,  1972. 

Kazakovsky  Faina,  Lvov,  1978. 

Khanukaev  Izro.  Derbent,  1982. 

Kirpichnikov  Tzvita,  Mukachevo,  1979. 

Koleminsky  Anna.  Ukr.  SSR,  Kolomiya. 
1975. 

Konstantinovskaya  Dora,  Gruz.  SSR,  Rus- 
tavi, 1981. 

Kraitman  Volf,  Moscow,  1983. 

Kravtsov  Alexander.  Moscow.  1984. 

Kreidelman  Leva,  MSSR,  Orgeev,  1975. 

Kroitor  Fania,  Kishinev,  1979. 

Kuperman,  Eleanora,  Kishinev,  1978. 

Leiderman  Grigory.  Kishinev,  1976. 

Leites  Inna,  Leningrad,  1979. 

Lemberg  Grigory,  Riga,  1972. 

Levin  Grigory.  Leningrad,  1977. 

Levin  Zakhary,  Leningrad.  1976. 

Levinson  Roman.  Minsk.  1980. 

Lieberman  Moisey,  MSSR:  Bendery,  1976. 

Lobovikov-Rozhanskaya  Inna,  Leningrad. 
1979. 

Lozover  Nadezhda.  Ukr.  SSR.  Artsiz,  1978. 

Lurie  Yudith.  Moscow,  1979. 

Lvovsky  Ada,  Moscow,  1971. 

Manashirov  Yaangil.  Derbent,  1975. 

Markman  Abram,  Minsk,  1976. 

Melamed  Frada,  Moscow,  1981. 

Mermershtein  Bertalon.  Uzhgorod,  1984. 

Mermershtein  Vilmosh,  Ivano-Frankovsk, 
1980. 

Moonblit  Aaron,  Kishinev,  1978. 

Muchnik  Naum,  Ukr.  SSR,  Novoselitsy, 
1979. 

Osnis  Marat,  Chernovtsy,  1972. 

Piskareva  Margarita,  Dnepropatrovsk, 
1979. 

Poliakova  Larisa.  Odessa,  1981. 

Prepelitsky  Srul,  Kishinev,  1975. 

Priven  Ida,  Mosk.  Obi.,  Lubertsy,  1981. 

Rabinovich  Vladimir,  Moscow,  1979. 

Rakhlenko  Yakov,  Moscow,  1972. 

Reingold  Bella,  Minsk,  1979. 

Rosensteln  Natalia.  Moscow,  1973. 

Saplitskas  Bentsion,  Donetsk,  1980. 

Shapiro  Lev,  Leningrad,  1977. 

Shaulsky  Marina,  Cheliabinsk,  1979. 

Sherbaum  Valery,  Mosh.  obi.,  Lubertsy. 
1976. 

Shifrin  Semyon,  Ukr.  SSR,  Zhdanovo, 
1977. 

Shvartsband  Grigory,  Riga,  1976. 

Smimova  Manya,  Leningrad,  1980. 


Tabachnik  Efim,  Kishinav,  1977. 
Tonkonogy  Moisay.  Odessa,  1973. 
Uchital  Uya,  Kiev,  1973. 
Vaiser  Ida,  Beltsy.  1978. 
Verteim  Regina.  Odessa.  1982. 
Yakshina  Lubov.  Nakeodka.  1978. 
Yusim  Stalina.  Leningrad.  1978. 
Yuzefovich  Ekaterina.  Moscow,  1980. 
Zapesochny  Alexander,  Leningrad,  1976. 
Zaretsky  losef,  Moscow.  1978. 
Zhizhimsky  losef.  Kishinev.  1979. 

Appeal  To  Let  Our  Children  Go 

We  are  four  mothers  appealing  to  you  for 
the  safe  and  immediate  return  of  our  sons 
and  daughters.  We  ask  only  to  be  reunited 
with  our  beloved  children  so  that  we  may 
once  again  have  the  chance  to  pass  a  word, 
share  a  smile,  and  know  the  warmth  of  an 
embrace  from  the  children  we  brought  into 
the  world. 

For  some  of  us,  it  has  been  more  than  14 
years  since  we  last  had  that  joy.  But  it  is  im- 
possible to  measure  the  depth  of  our  loss  in 
terms  of  years.  The  time  that  has  passed 
since  we  were  with  our  children  is  immea- 
sureable— it  can  never  be  replaced.  Letters 
and  photographs  cannot  begin  to  fill  the 
emptiness  we  feel.  We  have  not  been  al- 
lowed to  share  in  the  joy  of  a  child's  mar- 
riage, a  grandchild's  first  steps,  or  his  first 
day  at  school.  Nor  have  we  been  able  to 
come  together,  as  a  family  does  in  times  of 
crisis,  to  help  one  another  through  personal 
tragedy.  We  are  broken  women.  Not  a  day, 
not  an  hour  goes  by  when  we  can  erase  the 
thoughts  of  our  children  and  their  suffering 
from  our  minds.  Not  only  are  our  children 
being  held  hostage,  but  so  are  we.  There  can 
be  no  normalcy  in  our  lives  until  we  are  re- 
united with  our  loved  ones. 

We,  four  "Mothers  For  Freedom,"  repre- 
sent over  200  mothers  of  "refuseniks."  On 
behalf  of  all  our  sons  and  daughters,  we  ask 
that  the  Soviet  Union  abide  by  its  signature 
to  the  Helsinki  Accords  and  allow  our  fami- 
lies to  be  reunited.  In  this  way  alone  will  we 
again  be  made  whole. 

Our  children  are  not  criminals,  nor  do 
they  hold  states  secrets.  Their  only  crime  is 
wanting  to  join  their  families  in  the  land  of 
their  forefathers— Israel.  We  beg  of  you.  do 
not  deny  them  of  this  right.  We  beg  of  you, 
do  not  deny  us  of  our  lives. 

Mothers,  children: 

Dr.  Vanda  Osnis— Kfar  Saba,  Israel, 
Marat  Osnis  &  family. 

Asya  Ploschanskaya— Jerusalem,  Israel. 
Natalia  Rosenshtein  &  family. 

Frida  Lemberg— Tel  Aviv.  Israel,  Grigory 
Lemberg  &  family. 

Katzia  Ratner— Rechovot,  Israel,  Judith 
RatnerBialy  &  family. 

Appeal  for  Marat  Osnis  and  Family 
I  appeal  to  you  with  a  request  to  help  me 
be  reunited  with  my  only  son,  Marat  Osnis, 
his  wife,  and  their  two  children. 

Marat  and  his  family  have  been  refused 
exit  visas  since  March  of  1972,  more  than  14 
years  ago.  A  computer  engineer,  Marat  has 
not  worked  in  his  profession  since  1971.  His 
denial  to  emigrate  was  due  to  his  so-called 
access  to  secret  information  at  work.  Marat 
never  even  held  security  clearance  during 
his  time  there.  Marat's  wife,  Klaudia,  was 
expelled  from  the  University  in  1972,  imme- 
diately after  they  applied  to  emigrate. 

Since  1972,  Marat  and  his  family  have 
been  denied  visas  every  six  months.  Once, 
he  was  told  he  would  be  allowed  to  leave 
after  ten  years  had  elapsed  from  the  time 
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he  held  his  computer  position.  It  is  now  14 
years  later  and  they  are  still  waiting. 

In  March  of  this  year.  Marafs  father,  on 
the  verge  of  death,  underwent  a  serious 
blood  vessel  operation.  Though  Marat  sub- 
mitted medical  certificates  about  his  fa- 
ther's illness,  so  that  he  might  come  to  his 
father's  bedside,  he  was  again  refused  per- 
mission to  leave  the  Soviet  Union. 

The  14  years  we  have  been  in  Israel  have 
been  years  of  tension  and  endless  waiting.  It 
is  hard  to  describe  the  suffering  of  a  mother 
separated  from  her  only  son  and  deprived  of 
the  natural  right  to  being  able  to  embrace 
her  grandchildren.  The  separation  from  our 
son  and  his  family  has  had  serious  repercus- 
sions on  both  our  physical  and  mental 
health.  Adding  to  our  sorrow,  during  these 
past  years  we  lost  two  of  our  near  and  dear 
ones:  both  my  mother  and  brother  passed 
away. 

I  appeal  to  you  with  a  request  to  do  every- 
thing possible  to  help  us  realize  our  dream- 
to  be  reunited  with  our  son.  daughter-in- 
law,  and  the  grandchildren  we  have  never 
seen,  so  that  we  may  live  in  peace  with  them 
in  Isreal. 
Thank  you  very  much  for  your  help. 
Sincerely. 

Dr.  Vanda  Osnis. 
Kfar  Saba.  Israel. 
September  1986. 
Marat  and  Klaudia 
Osnis. 
Ordzhonikidze        11, 

apt.  5 
Chernovtay. 
UKRSSR.  U.S.S.R. 

Appeal  for  Natalia  Rosenshtein  and 
Family 

I  am  appealing  to  you  for  your  help  in  ob- 
taining the  release  of  my  daughter.  Natalia 
Rosenshtein.  and  her  family,  from  the 
Soviet  Union. 

For  nine  long  years.  I  have  been  separated 
from  my  only  daughter  and  her  family.  Na- 
talia, her  husband  Grigory.  and  their  two 
sons  have  been  waiting  for  exit  visas  to 
Israel  since  October  of  1973.  They  have 
been  refused  on  the  gounds  of  being  privy 
to  "state  secrets."  Grigory.  a  cyberneticist. 
has  not  worked  in  his  profession  since  1972 
and  Natalia  left  her  job  as  a  landscape  ar- 
chitect In  1971.  Both  have  taken  odd  jobs  in 
order  to  support  theit  family. 

Natalia  and  Grigory  are  among  the  lead- 
ing Jewish  activists  in  Moscow.  They  have 
signed  numerous  collective  letters  and  peti- 
tions addressed  to  Soviet  and  Western  offi- 
cials on  behalf  of  Soviet  Jews  who  have 
been  denied  permission  to  emigrate  to 
Israel.  In  1978.  Natalia  helped  organize  a 
group  of  women  "refuseniks"  to  protest  to 
the  Central  Committee  of  the  Communist 
Party  their  continued  refusal  to  issue  exit 
permits. 

The  Rosenshteins.  a  religious  family,  are 
constantly  harassed  by  the  KGB.  Their 
telephone  was  disconnected,  their  mail  is 
intercepted,  they  have  been  held  under 
house  arrest,  and  they  are  kept  under  close 
surveillance. 

I  have  l)een  living  in  Israel  since  1977 
when  I  received  my  exit  visa.  I  have  no  close 
relatives  in  Jsrael— Natalia  is  my  only 
daughter.  I  have  two  grandsons  and  three 
great-grandchildren  whom  I  have  never 
seen.  The  years  pass  by  and  my  health  is  de- 
teriorating. My  only  wish  is  to  be  reunited 
in  Israel  with  my  beloved  family. 


Thank   you    for   your   help   in   this   very 
urgent  matter. 
Greatfully. 

ASYA  Ploshchanskaya, 
Jerusalem.  Israel. 
September  1986. 
Natalia  and  Grigory 
Rosenshtein. 
Butlerova    2/1.    Apt. 

69. 
Moscow  117485. 
RSFSR.  U.S.S.R. 

Appeal  for  Grigory  Lemberg  and  Family 

I.  Frida  Lemberg.  appeal  to  you  for  help 
in  my  efforts  to  be  reunited  with  my  son, 
Grigory  Lemberg.  a  resident  of  Riga.  He  is 
my  only  son  still  remaining  in  the  Soviet 
Union. 

My  husband  and  I  moved  to  Israel  in  1978 
after  waiting  six  years  for  an  exit  visa.  Gri- 
gory. who  applied  for  an  emigration  visa  to- 
gether with  us  in  1972.  was  denied  permis- 
sion. Today,  the  authorities  are  still  denying 
him  his  right  to  leave  the  Soviet  Union,  so 
that  he  may  join  his  parents  and  two  broth- 
ers in  Israel. 

Grigory  served  in  the  army  from  1965 
until  1967.  OVIR  claims  he  had  access  to  se- 
crets while  in  the  army.  However,  as  a  me- 
chanic, he  served  in  a  construction  unit. 
After  so  many  years.  19  years,  could  this 
possibly  be  a  valid  reason  for  denying  him 
the  right  to  leave? 

We,  his  elderly  parents,  have  been  appeal- 
ing to  Soviet  and  Western  leaders,  and  to 
international  bodies,  asking  for  help  in  our 
simple  request:  to  be  reunited  with  our  son, 
so  that  we  may  all  live  together  in  Israel. 
How  can  we  live  normal  lives  when  our  son 
and  his  family  are  so  far  away  and  when  we 
are  denied  their  love  and  support? 

We  are  no  longer  young.  The  years  of 
waiting  for  our  exit  visas  and  the  long  years 
of  waiting  for  Grigory  to  join  us,  filled  with 
uncertainty  and  worry,  have  affected  our 
health  severely.  We  fear  that  we  may  never 
see  our  son  again. 

We  therefore  appeal  to  political  leaders, 
to  mothers  and  fathers,  to  all  men  of  good 
will— help  us!  Help  us  to  see  our  children 
again.  Help  us  to  live  the  rest  of  our  lives  in 
peace  and  quiet.  Help  us  be  reunited  with 
our  family! 

Thank  you  for  your  concern. 
Sincerely. 

Frida  Lemberg. 
Grigory  and  Leila 
Lemberg. 
Appeal  for  Judith  Ratner-Bialy  and 
Family 

I  would  like  to  tell  you  about  the  harsh 
difficulties  endured  by  my  daughter,  Judith 
Ratner-Bialy.  and  her  family,  in  their  strug- 
gle for  permission  to  come  to  Israel. 

Judith  and  her  family  have  been  in  refus- 
al for  more  than  nine  years.  The  reason 
given  for  their  first  refusal  was  that  Ju- 
dith's husband.  Leonid,  worked  as  an  elec- 
tronics engineer  in  an  institute  where  secret 
work  was  being  done— even  though  he  had 
nothing  to  do  with  this  work.  Leonid  was 
fired  from  his  job  in  1971  when  my  late  hus- 
band and  I  applied  to  OVIR  for  permission 
to  make  aliyah.  Judith  worked  at  a  metal- 
lurgical institute  of  the  Soviet  Academy  of 
Sciences  after  receiving  a  Ph.D.  equivalent. 
She  was  fired  from  there  in  1973  when  my 
husband  and  I  received  our  exit  visas.  Later, 
when  she  was  reinstated  at  the  institute,  it 
was  at  a  technician's  level,  at  one-fourth  a 
scientist's  salary.  Judith  has  not  worked 
since  1977  when  she  and  Leonid  submitted 
their  emigration  application  to  OVIR. 


In  1979,  Judith  was  badly  injured  in  an 
automobile  accident  while  she  was  accompa- 
nying her  elderly  aunt  to  the  airport,  to 
leave  for  Israel.  The  older  woman  was  killed 
instantly.  Judith  sustained  multiple  frac- 
tures in  an  arm  and  leg.  She  underwent  five 
operations  that  year  in  order  to  correct  the 
damage.  Despite  this.  Judith  is  left  with 
chronic  pains,  a  leg  which  is  now  shorter  by 
4  centimeters,  and  limited  use  of  her  hand. 
She  urgently  needs  an  operation,  since  now 
her  healthy  leg  is  becoming  deformed.  The 
small  disability  pension  which  Judith  re- 
ceived was  abruptly  cut  off  two  years  ago. 
Over  the  past  six  years.  Leonid  suffered 
four  heart  attacks.  The  last  one  was  severe 
and  he  probably  will  not  be  able  to  return  to 
work. 

Finally,  a  word  about  myself.  I  am  alone 
since  my  husband's  death  in  1978.  I  am  81 
years  old  and  suffer  from  several  health  ail- 
ments. It  is  very  hard  for  me  alone,  without 
my  daughter,  son-in-law.  and  grandsons.  We 
want  each  other  and  we  need  each  other. 

We  have  been  separated  from  each  other 
for  13  years.  Separated,  while  our  lives, 
theirs  and  mine,  are  full  of  each  other.  We 
want,  more  than  anything  else,  to  be  togeth- 
er in  Israel,  their  true  homeland,  which 
they  love  with  all  their  hearts  and  souls,  as 
do  I. 

Please  try  to  help  us.  that  we  may  be  to- 
gether again— now.  while  there  is  still  time. 

Thank  you  for  your  help. 
Sincerely. 

Katzia  Ratner. 
Judith  and  Leonid 
Bialy.* 


ADULT  LITERACY  AWARENESS 
MONTH 

•  Mr.  BINGAMAN.  Mr.  President,  at 
this  time  I  invite  the  attention  of  my 
colleagues  to  Senate  Joint  Resolution 
358.  a  bill  to  designate  September  1986 
as  Adult  Literacy  Awareness  Month.  I 
commend  my  distinguished  colleague 
from  Pennsylvania  [Mr.  Heinz]  for 
sponsoring  this  bill,  which  became 
Public  Law  408  on  August  17,  1986. 

I  feel  it  is  of  great  importance  to  us 
all  to  be  aware  of  the  problem  of  illit- 
eracy in  our  Nation  today.  It  is  esti- 
mated that  17  percent  of  graduating 
high  school  seniors  are  functionally  il- 
literate, and  that  55  percent  of  our  Na- 
tion's 17-year-olds  have  trouble  read- 
ing academic  textbooks.  These  per- 
centages increase  in  minority  groups. 
In  the  country  as  a  whole,  according 
to  the  English  language  proficiency 
survey,  there  are  approximately  17  to 
21  million  illiterate  adults. 

These  statistics  are  staggering.  It  is 
difficult  to  understand  how  a  child  can 
graduate  from  high  school  not  know- 
ing how  to  read  or  write.  It  is  also 
quite  sad  that  so  many  Americans 
cannot  read  a  newspaper  or  simple  di- 
rections or  a  menu  in  a  restaurant. 

Illiteracy  hurts  not  only  the  individ- 
ual, but  society  as  a  whole.  It  often 
leads  to  drug  or  alcohol  abuse,  crime, 
and  prison.  We  continually  find  a  very 
high  rate  of  illiteracy  among  people 
on  public  assistance  and  in  criminal  in- 
stitutions. This  creates  a  great  finan- 
cial burden  on  our  society. 
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The  problem  of  illiteracy  does  not 
stop  with  its  victim  alone.  It  can  also 
hurt  those  close  to  him.  Illiterate  par- 
ents cannot  contribute  fully  to  the  de- 
velopment and  education  of  their  chil- 
dren. Studies  show  that  preschool-age 
children  that  are  read  to  by  their  par- 
ents are  more  likely  to  have  an  inter- 
est in  reading  as  they  grow  older. 
Therefore,  an  illiterate  parent  can 
impede  the  future  literacy  of  the 
child.  In  addition,  a  parent  who  is 
unable  to  read  school  notices  and  re- 
ports about  their  child's  academic 
progress  further  puts  his  child  at  a  dis- 
advantage. 

There  are  no  quick-fix  solutions  for 
the  problem  of  illiteracy  in  America. 
But,  public  awareness  of  the  problem 
is  a  necessary  beginning  to  attack  and 
eventually,  eliminate  illiteracy  in  our 
nation.* 


Mr.  BYRD.  I  do  not  believe  the  dis- 
tinguished acting  Republican  leader  is 
propounding  a  request. 

Mr.  SIMPSON.  At  the  early  part,  I 
thought  that  was  granted. 

Mr.  BYRD.  I  thought  it  was  also. 

The  PRESIDING  OFFICER.  To  the 
extent  that  the  statement  of  the 
acting  Republican  leader  was  advisory, 
that  would  not  be  included  in  the 
unanimous-consent  request. 

Mr.  BYRD.  I  thank  the  Chair.  I 
thank  the  distinguished  acting  Repub- 
lican leader. 


NAUM  AND  INNA  MEIMAN:  THE 
FREEDOM  TO  LIVE 

•  Mr.  SIMON.  Mr.  President,  our 
great  Nation  is  based  on  the  theory  of 
democracy.  What  does  this  mean  to 
the  citizens  of  the  United  States?  It 
means  freedom  of  choice:  to  choose 
our  Government's  leaders,  to  choose 
our  place  of  residence,  to  choose  to 
practice  any  religion  or  none,  to 
choose  our  profession,  to  choose  medi- 
cal treatment  and  doctors.  In  sum,  de- 
mocracy means  the  freedom  to  live. 

Soviet  Jews  living  in  the  Soviet 
Union  do  not  have  any  of  these  liber- 
ties. My  good  friends,  Naum  and  Inna 
Meiman,  have  been  attempting  to  emi- 
grate to  Israel  for  more  than  a  decade. 
Although  the  Meimans  have  not 
broken  any  laws,  they  are  treated  like 
common  criminals.  Their  home  has 
been  ransacked,  their  telephone  has 
been  disconnected,  and  they  have  been 
followed  when  leaving  their  apart- 
ment. 

The  Meiman's  quest  to  emigrate  is 
crucial.  Inna  is  deathly  ill  with  cancer. 
After  removing  four  tumors  from 
Inna's  spine,  the  Soviets  say  that 
there  is  nothing  more  they  can  do.  Ex- 
perimental treatment  does  exist  in  the 
West,  but  the  Soviet  Government  has 
not  yet  granted  them  a  visa  to  obtain 
the  treatment. 

I  strongly  urge  the  Soviets  to  permit 
the  Meimans  to  emigrate  to  Israel.* 

D  2350 

ORDER  OF  BUSINESS 

Mr.  SIMPSON.  Mr.  President,  I  in- 
quire of  the  Democratic  leader  if  he 
has  any  further  business  to  conduct. 


RECESS  UNTIL  9:30  A.M. 
TOMORROW 

Mr.  SIMPSON.  Mr.  President,  in  ac- 
cordance with  the  previous  order  I 
move  that  the  Senate  stand  in  recess 
until  the  hour  of  9:30  a.m.  on  Wednes- 
day. September  24,  1986. 

Thereupon,  at  11:50  p.m.,  the  Senate 
recessed  until  tomorrow,  Wednesday, 
September  24,  1986,  at  9:30  a.m. 

NOMINATIONS 

Executive  nominations  received  by 
the  Senate  September  23,  1986: 
The  Judiciary 
Douglas  H.  Glnsburg.  of  the  District  of 
Columbia,  to  be  U.S.  circuit  judge  for  the 
District  of  Columbia  Circuit,  vice  J.  Skelly 
Wright,  retired. 

Alex  T.  Howard,  Jr.,  of  Alabama,  to  be 

U.S.  district  judge  for  the  Southern  District 

of  Alabama  vice  a  new  position  created  by 

Public  Law  98-353,  approved  July  10.  1984. 

National  Oceanic  and  Atmospheric 

Administration 

Rear  Adm.  Wesley  V.  Hull.  NOAA.  to  the 
grade  of  rear  admiral  while  serving  as  Direc- 
tor, Charting  and  Geodetic  Services,  Nation- 
al Ocean  Service,  National  Oceanic  and  At- 
mospheric Administration. 

In  the  Coast  Guard 

The  following  Regular  officers  of  the  U.S. 
Coast  Guard  for  promotion  to  the  grade  of 
captain: 

James  A.  Sanial,  Jr. 
Gerald  J.  Zanolli 
Roger  G.  Love 
Charles  G.  Hill,  Jr. 
Stanley  E.  Burgess 
Gerard  Barton 
Joseph  J.  McClelland,  Jr. 
John  E.  Williams 
Richard  R.  Cottingham 
Ronald  L.  Blake 
Robert  A.  Melvin  III 
John  C.  Maxham 
John  F.  Milbrand 
Dennis  J.  Shaw 
Michael  C.  Grace 
Richard  E.  Peyser 
Joseph  R.  Hoosty 
Robert  S.  Duncan,  Jr. 
John  C.  Carney,  Jr. 
Harry  H.  Dudley 
Jerald  H.  Heinz 
Donnie  D.  Polk 


Jonathon  Collom 
Harry  W.  Tiffany 
Kenneth  J.  AUington 
John  G.  Busavage 
Anthony  C.  Alejandro 
Joseph  O.  Bernard 
Stanley  Winslow 
Eric  J.  Staut 
John  R.  Felton 
Edward  J.  Barrett 
Henry  D.  Jacoby 
James  T.  Robertson 
David  F.  Withee 
Donald  F.  Murphy 
Ronald  J.  Marafioti 
Richard  P.  Oswitt 
Gerald  L.  Underwood 
David  A.  Jones 
Jeffrey  J.  Hamilton 
Richard  W.  Wright 
Philip  J.  Cardaci 
Paul  E.  Busich 
Kenneth  C.  HoUemon 
Imants  J.  Leskinovitch 
John  L.  Pa»'ker 
Robert  J.    .'Pezio 
Kevin  J.  Larry 
Richard  B.  Franks  III 
Charles  B.  Newlin 
William  Y.  Clark  II 
Francis  X.  Owens 
Robert  C.  North 
William  E.  Wade.  Jr. 
Henry  J.  Dresch 
Terry  W.  Sinclair 
Brian  C.  Sonner 
Robert  F.  Powers 
FYed  L.  Ames 
James  M.  MacDonald 

The  following  Reserve  officers  of  the  U.S. 
Coast  Guard  to  be  permanent  commissioned 
officers  in  the  grade  indicated: 

To  be  lieutenant  commander 
Don  M.  Wrye 

To  be  lieutenant 

George  M.  Flood 

Donald  L.  Gaskill  * 

Laroy  E.  Cadiz 

To  be  chief  warrant  officer 
John  N.  Herlong 
Raymond  J.  Leyko 

The  following-named  officer  to  be  a  per- 
manent commissioned  officer  in  the  Coast 
Guard  having  been  found  fit  for  duty  while 
on  the  temporary  disability  retired  list  in 
the  grade  of  lieutenant  commander: 
William  A.  Danner 

In  the  Navy 

The  following-named  officer,  under  the 
provisions  of  title  10,  United  Slates  Code, 
section  5150,  to  be  reappointed  as  Chief  of 
Naval  Research. 

Rear  Adm.  John  B.  Mooney,  Jr..  002-20- 
6687/1120,  U.S.  Navy. 

In  the  Marine  Corps 

The   following-named   Marine   Corps   En- 
listed   Commissioning    Education    Program 
graduates    for   permanent    appointment    to 
the  grade  of  second  lieutenant  in  the  U.S. 
Marine  Corps,  pursuant  to  title  10.  United 
States  Code  section  531: 
Ronnie  A.  Crawford.  9884 
Jehn  A.  Decato,  2309 
Blayne  H.  Spratlin,  1536 
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DRUG  BUST:  EDITORIALS  RAID 
DRUG  BILL 


HON.  PATRICIA  SCHROEDER 

OF  COLORADO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22.  1986 

Mrs.  SCHROEDER  Mr.  Speaker,  a  couple 
of  weeks  ago  the  House  voted  on  an  omnibus 
drug  package  When  the  bill  came  to  the  floor. 
it  was  a  good  bill  with  strong  drug  enforce- 
ment and  drug  education  provisions.  Unfortu- 
nately, some  Members  took  advantage  of  the 
political  season  and  piled  on  amendments 
that  went  far  beyond  the  scope  of  the  bill  and 
the  Constitution. 

To  the  Members  who  resisted  this  political 
stampede,  I  salute  you.  While  your  opponents 
may  take  cheap  shots  at  your  vote,  know  that 
editonal  boards  from  around  the  Nation  are 
applauding  you  for  standing  up  for  a  sensible 
drug  policy. 

I  submit  two  editonals  from  the  two  Denver 
papers: 

[Prom  the  Denver  Rocky  Mountain  News 
(CO).  Sept.  18,  1986] 

Washington's  Solution  To  Drugs  Smacks 
OF  A  Political  Stampede 

Few  sights  are  as  unedifying  as  packs  of 
Washington  politicians  baying  in  pursuit  of 
an  issue  less  than  two  months  before  an 
election.  The  spectacle  is  on  now  and  its 
title  is  •'Our  War  Against  Drugs." 

Quite  simply,  the  idea  is  that  this  will 
help  a  candidate  to  declare  on  the  hustings: 
"I  voted  against  drug  abuse."  And  thus  no 
lack  of  money  or  risk  of  bad  law  will  stop 
the  president  and  Congress  from  rushing 
through  a  (^ug  bill. 

To  her  credit,  at  least  one  member  of  the 
Colorado  delegation  has  resisted  the  stam- 
pede. Rep.  Pal  Schroeder  has  taken  a  close 
look  at  President  Reagan's  plan  to  test  tens 
of  thousands  of  federal  workers  for  drugs 
and  found  it  wanting.  Given  the  scope  of 
testing  sought  by  the  president,  she  says, 
the  program  could  cost  $300  million  and  not 
the  $56  million  Reagan  has  suggested. 

For  that  much  money  Congress  could 
double  the  size  of  the  U.S.  Drug  Enforce- 
ment Agency,  Schroeder  argues. 

Why  the  high  cost?  In  part  because  the 
president  has  defined  employees  in  "sensi- 
tive' jobs— those  eligible  for  drug  tests— as 
people  dealing  with  national  security  or 
classified  information,  those  appointed  by 
the  president,  whose  work  affects  public 
health  or  safety,  and  those  whose  position 
requires  "a  high  degree  of  trust  and  confi- 
dence."" By  such  standards,  over  a  million 
workers  might  be  required  to  hand  over  a 
urine  specimen  for  analysis. 

The  tests  themselves  won't  be  the  only 
cost,  either.  Treatment  will  follow  for  some 
employees  and  many  others  will  no  doubt 
file  lawsuits  whether  or  not  they're  guilty. 

And  for  what  purpose  will  all  this  money 
be  spent  and  suspicion  generated?  There  is 
no   evidence   that   drug    abuse    is    growing 


among  federal  workers.  Quite  the  contrary. 
Since  the  use  of  all  illegal  substances  except 
cocaine  has  been  on  the  decline  nationally 
for  the  past  five  or  six  years— despite  hys- 
terical statements  to  the  contrary  by  politi- 
cians—use among  federal  workers  has  prob- 
ably been  declining,  too.  Unfortunately,  our 
elected  officials  are  several  years  late  in 
launching  their  crusade. 

This  is  not  to  argue  against  all  drug  tests. 
There  are  sensitive  jobs— those  involving 
spying  and  intelligence,  for  example— where 
the  government  should  not  risk  having  a 
single  employee  dependent  on  drugs.  More- 
over, tests  for  drugs  should  be  required 
whenever  probable  cause  exists  that  an  em- 
ployee has  been  using  them. 

Blanket  testing  of  the  sort  proposed  by 
Reagan,  however,  is  an  overreaction  so  long 
as  most  drug  use  is  on  the  wane.  Among 
other  things,  widespread  mandatory  tests 
would  poison  the  work  atmosphere,  submit 
innocent  employees  to  personal  indignity 
and  foster  the  notion  that  employers  may 
indiscriminately  probe  into  the  personal  life 
of  their  workers. 

To  be  fair.  Congress  hasn't  been  much 
more  restrained  in  its  approach  to  the  drug 
problem.  Some  bits  and  pieces  in  congres- 
sional proposals  could  be  useful,  such  as 
cracking  down  on  launderers  of  drug  profits 
and  continuing  to  educate  youths  on  narcot- 
ics' dangers.  But  other  provisions  are  waste- 
ful or  useless:  A  White  House  conference  on 
drugs  (yes,  another  one),  a  study  on  drug- 
use  and  highway  safety  (it  causes  accidents) 
and  appointment  of  an  anti-drug  "czar"  (our 
last  czar  was  for  energy  and  we  promptly 
got  gasoline  lines). 

A  more  sensible  way  to  crack  down  on 
drugs  is  to  insist  on  heavier  penalties  for 
dealers  and  some  categories  of  users,  beef 
up  border  patrols,  treatment  programs  and 
educational  efforts:  and  continue  to  mar- 
shall  peer  pressure  in  all  social  settings, 
from  school  to  executive  parties.  Drug  use  is 
undoubtedly  a  scourge  in  the  United  States, 
but  progress  against  it  has  already  begun. 
Further  success  doesn't  depend  on  the  dra- 
conian  solutions  now  advocated. 

[From  the  Denver  Post.  Sept.  14.  19861 

Drug  Bill  is  'Legislative  Equivalent  of 
Crack" 

The  three-year.  $4  billion  package  of  anti- 
drug measures  passed  by  the  House  of  Rep- 
resentatives last  week  was  well  described  by 
Massachusetts  Rep.  Barney  Frank  as  'the 
legislative  equivalent  of  crack.'  There  is  a 
short-term  high,  but  some  dangerous  long- 
term  consequences." 

Sadly,  most  of  Franks  colleagues  aren"t 
worried  about  the  long  term,  but  the  next 
term— the  term  they  hope  to  win  in  Novem- 
ber by  boasting  now  about  how  "lough  on 
drugs"'  they  are. 

The  problem  with  both  the  House  bill  and 
much  of  the  Reagan  administration's  own 
anti-drug  rhetoric  which  preceded  it  is 
simply  that  this  "war  "  on  drugs  apparently 
contains  more  talk  than  attack.  There  are, 
of  course,  some  good  things  in  the  bill,  nota- 
bly increases  in  the  budget  for  law-enforce- 
ment agencies,  efforts  to  improve  drug- 
abuse  education  and  treatment  programs. 


and  greater  efforts  at  eradication  of  foreign 
crops.  But  overall,  the  bill  lacks  a  sense  of 
strategy  and  purpose— because  no  one  took 
the  time  for  an  informed  discussion  of  how 
a  truly  effective  anti-drug  campaign  should 
be  waged. 

As  a  voice  that  has  long  crusaded  against 
drug  abuse,  we  have  a  question  for  these 
born-again.  anti-drug  zealots:  namely, 
"Where  have  you  been  for  the  last  20  or  30 
years?" 

We're  no  friends  of  "crack."  But  is  it 
really  all  that  much  more  frightening  than 
LSD,  amphetamines  and  the  other  drugs 
that  have  filtered  through  American  society 
since  the  "60s?  In  a  few  short  years,  our  poli- 
ticians have  gone  from  promising  to  "'de- 
criminalize" marijuana  to  boasting  of  the 
fact  that  the  new  drug  bill  calls  for  the 
death  penalty  in  certain  circumstances. 

The  cold  fact  is  that  there  is  no  sudden 
and  spreading  drug  epidemic.  The  only 
thing  different  in  1986  from  1985  is  that  a 
few  faddish  news  magazines  and  television 
shows  discovered  a  new  "trend."  the  cocaine 
derivative  known  as  "crack"— and  gave  it 
the  same  breathless  hype  they  give  every- 
thing from  a  new  Hollywood  starlet  to  Cab- 
bage Patch  dolls.  Instead  of  questioning  the 
lack  of  sober  statistics  demonstrating  an  up- 
swing in  illegal  drug  traffic  or  in  the  num- 
bers of  addicts.  Congress  simply  threw  a  few- 
billion  dollars  and  a  torrent  of  rhetoric  at 
the  problem. 

America  has  a  serious  problem  in  illicit 
and  dangerous  drugs  and  alcohol  abuse.  But 
the  election-year  special  cobbled  up  by  the 
House  and  the  administration  in  response  to 
this  latest  mass  media  feeding  frenzy  does 
nothing  to  provide  the  serious  answers  we 
need  before  we  can  make  real  progress 
against  the  enemy  within  our  nation's  veins. 


WORKERS  HONOR  EMPLOYERS 
IN  UNIQUE  LABOR  DAY  CELE- 
BRATION 


HON.  THOMAS  J.  TAUKE 

OF  IOWA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 

Mr.  TAUKE.  Mr.  Speaker,  it  was  my  pleas- 
ure to  participate  in  a  unique  labor  celebration 
during  the  recent  Labor  Day  weekend.  In  my 
hometown  of  Dubuque,  lA,  a  group  of  dedicat- 
ed employees  decided  to  honor  the  employers 
of  their  company  rather  than  honoring  their 
own  work  efforts. 

Early  this  year,  two  employees  of  the  H&W 
Motor  Express  Co.  in  Dubuque,  came  into  my 
distirct  office  to  get  my  feedback  on  an  idea 
they  had  to  honor  the  60th  anniversary  of  the 
firm.  They  wanted  to  throw  a  Labor  Day  cele- 
bration to  honor  the  two  widows  of  the  com- 
pany's founders.  And  they  wanted  their  fellow 
employees,  not  the  company  to  pick  up  the 
tab— including  the  purchase  of  an  $80,000 
chrome-wheeled,  top-of-the-line  tractor-trailer. 


•  This  "bullet"  symbol  identifies  statements  or  insertioiis  which  are  not  spoken  by  a  Member  of  the  Senate  on  the  floor. 
Matter  set  in  this  typeface  indicates  words  inserted  or  appended,  rather  than  spoken,  by  a  Member  of  the  House  on  the  floor. 
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The  excitement  that  Wayne  Strohmeyer, 
who  has  been  with  the  firm  14  years,  and 
Fred  Roling,  a  13-year  veteran  of  the  compa- 
ny displayed,  caught  not  only  my  attention,  but 
the  attention  of  their  fellow  workers.  The  pair 
visited  all  18  of  H&W's  terminals  in  seven 
Midwestern  States  to  sell  employees  on  do- 
nating $300  each  for  the  rig  and  celebration. 
The  result:  87  percent  of  the  Dubuque-based 
trucking  company's  450  employees  donated 
to  total  of  $137,000. 

On  August  31,  the  dream  that  these  two 
dedicated  employees  had  described  to  me 
became  a  reality.  In  Dubuque's  Five  Flags  Au- 
ditorium the  keys  to  a  brand  new  tractor-trailer 
were  presented  to  Marie  Haas  and  Mary 
Wissel,  the  78-year-old  widows  of  the  compa- 
ny's two  founders,  Urban  J.  Haas  and  Cyril 
Wissel.  Both  Marie  and  Mary  serve  as  vice 
presidents  on  the  corporation's  board  of  direc- 
tors and  work  in  the  office  on  an  almost  daily 
basis.  The  new  rig  will  haul  freight  just  like  the 
rest  of  H&W's  900-unit  fleet. 

Moreover,  some  700  H&W  employees,  retir- 
ees and  spouses  took  part  in  the  3-day  cele- 
bration that  Wayne  and  Fred  spent  1,500 
hours  of  their  own  time  organizing  over  the 
past  18  months. 

Mr.  Speaker,  I  had  the  honor  of  taking  part 
in  the  employees'  presentation  of  the  tractor- 
trailer  to  their  employers.  And  I  had  the  unique 
privilege  of  experiencing  firsthand  the  fruits  of 
accomplishment  that  can  be  achieved  through 
good  labor-management  relations. 

I  was  genuinely  moved  when  the  employees 
of  H&W,  under  Wayne's  and  Fred's  leader- 
ship, stood  up,  shouted,  and  applauded  their 
appreciation  to  their  employers  when  the  rig 
was  presented.  It  illustrated  to  me  what  the 
American  dream  is  all  about— working  togeth- 
er to  accomplish  a  common  goal. 

I  commend  to  my  colleagues  the  following 
article  which  appeared  in  the  August  31,  1986 
issue  of  the  Dubuque  (lA)  Telegraph  Herald, 
"Hats  Off— H&W  Workers  To  Honor  Their  Em- 
ployer." 

Hats  Off— HiW  Workers  Honor  Their 
Employer 

(By  Rich  Kirchen) 

This  Labor  Day  weekend,  the  employees 
of  H&W  Motor  Express  Co.  are  turning  the 
tables. 

Instead  of  honoring  their  own  work  ef- 
forts, they're  saluting  their  employer— in  a 
big  way. 

How  big? 

As  big  as  the  chrome-wheeled,  top-of-the- 
line  tractor-trailer  they  will  give  the  compa- 
ny this  evening  in  ceremonies  at  the  Five 
nags  Center  in  downtown  Dubuque. 

As  big  as  hiring  country  singer  Janie 
Fricke  to  sing  after  tonight's  private  ban- 
quet. 

As  big  as  raising  $300  each  for  the  truck 
and  events  from  87  percent  of  the  Dubuque- 
based  truckers'  450  employees. 

"It  is  unusual,"  says  Urban  R.  "Skip" 
Haas,  president  of  H&W.  "I'm  not  aware  of 
any  other  trucking  companies  that  had  this 
happen  to  them." 

H&W  employees  credit  the  company  with 
paying  good  wages — perhaps  second  only  to 
Deere  &  Co.  among  Dubuque  employees— 
and  providing  job  security.  They  say  al- 
though the  company  has  grown  over  the 
years  from  a  small  family  operation,  some 
of  the  family  heart  remains. 
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The  three  days  of  activities  result  largely 
from  the  perseverance  of  two  H&W  truck 
drivers,  Wayne  Strohmeyer  and  FYed 
Roling,  who  donated  1.500  hours  of  their 
own  time  to  raise  $137,000  and  organize  the 
event. 

Strohmeyer,  47,  who  has  been  with  H&W 
14  years,  and  Roling,  45,  a  13-year  vetei-an, 
both  have  fond  memories  of  working  for  one 
of  the  company's  founders.  Cyril  Wissel, 
who  died  in  1976.  The  other  founder.  Urban 
J.  Haas,  died  in  1961. 

H&W  has  about  130  employees  in  Du- 
buque based  at  offices  and  a  terminal  and 
garage  at  3000  Jackson  St. 

Strohmeyer  got  the  idea  to  buy  the  truck 
a  few  years  back  when  Delta  Air  Lines  em- 
ployees bought  their  company  a  new  jet. 

Strohmeyer  and  Roling  visited  all  18  of 
H&W's  terminals  in  seven  Midwestern 
states  to  sell  employees  on  donating  $300 
each  for  the  truck  and  celebration.  It  took 
prodding,  and  some  workers  refused  to  par- 
ticipate, but  most  of  the  employees— both 
union  and  non-union— responded. 

The  twosome  also  negotiated  with  manu- 
facturers for  a  good  deal  on  the  gift  truck's 
engine,  cab.  tires  and  trailer.  They  say  the 
truck  is  worth  $90,000,  but  won't  disclose 
how  much  they  paid. 

The  names  of  all  current  and  former 
H&W  employees  who  contributed  to  the 
truck  fund  appear  as  decals  on  the  side  of 
the  red-and-white  trailer.  H&W  will  use  the 
truck  to  haul  freight,  just  like  the  rest  of  its 
900-unit  fleet. 

About  700  H&W  employees,  retirees  and 
spouses  were  expected  for  the  weekend  ac- 
tivities, which  opened  Saturday  with  an  all- 
day  picnic  at  Swiss  Valley  Park  southwest  of 
Dubuque. 

Saturday  night,  the  group  socialized  and 
danced  to  live  music  at  Five  Flags  Center. 
Today's  activities  include  brunch  aboard  the 
Mississippi  Belle  II,  prime  rib  banquet  at 
Five  Flags,  Fricke  in  concert  and  more  danc- 
ing. Monday,  H&W  employees  will  march  in 
the  Dubuque  Labor  Day  parade  downtown 
at  10  a.m. 

Marie  Haas  and  Mary  Wissel,  both  78, 
widows  of  H&W's  founders,  say  they're 
overwhelmed  by  the  employee  salute.  The 
women  serve  as  vice  presidents  on  the  cor- 
porations's  board  of  directors  and  work  in 
the  office  almost  daily. 

•Our  appreciation  of  what  they've  (the 
employees)  done  is  just  unbounded,"  says 
Marie  Haas. 

T  just  can't  believe  it,  but  it's  reality 
now,"  says  Mary  Wissel. 

Urban  J.  Haas  and  Cyril  Wissel  founded 
H&W  nearly  60  years  ago  in  the  back  of 
Wissels  Meat  Market  at  19th  and  Jackson 
streets. 

Through  the  1950s  and  1960s.  H&W  grew 
by  buying  other  trucking  companies  and  ex- 
panding its  service  territory.  Acquisitions 
continued  into  the  early  1980s. 

H&W  has  survived  deregulation  of  the 
trucking  industry,  which  broke  many  small- 
er trucking  firms,  with  its  operations  orien- 
tation and  pricing  acumen,  says  Skip  Haas. 
H&W  is  a  common  carrier,  serving  custom- 
ers including  ^TDL  Foods  Inc.  and  the  John 
Deere  Dubuque  Works. 

H&W  has  been  able  to  maintain  its  rela- 
tively high  wages  during  deregulation  while 
other  trucking  firms  sought  wage  conces- 
sions. Haas  says.  The  company's  latest  con- 
tract with  the  Teamsters  union  has  truck 
drivers'  wages  at  $14.21  an  hour. 

Tom  Dougherty,  61.  who  retired  as  an 
H&W  trucker  in  December,  says  Haas  and 
Wissel  "had  a  heart"  for  their  employees 
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and  understood  the  problems  of  truck  driv- 
ers. 

Leo  Neuses,  a  mechanic  for  32  years,  re- 
calls how  the  company  would  "help  you 
along  a  bit"  if  an  employee  was  short  on 
cash. 

Mechanic  Gary  Treirweiler,  with  H&W 
for  14  years,  says  if  a  trucker  couldn't  drive 
because  of  an  injury,  the  company  would 
try  to  find  an  off-the-ro^  position  instead 
of  "throwing  you  out  the  door." 

In  recent  years,  increased  competition  in 
the  trucking  industry  and  tougher  union- 
management  stands  have  strained  relations 
between  the  company  and  union,  some  em- 
ployees say.  But  employees  still  consider 
H&W  "a  good  outfit  to  work  for, "  as  Neuses 
says. 

Says  Trierweiler.  'They've  been  good  to 
me." 


NATIONAL  FIREFIGHTERS  DAY 


HON.  LES  ASPIN 

OF  WISCONSIN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 

Mr.  ASPIN.  Mr.  Speaker,  as  National  Fire- 
fighters Day,  October  8,  approaches,  I  would 
like  to  take  this  opportunity  to  thank  the  co- 
sponsors  of  House  Joint  Resolution  479.  With- 
out their  support,  this  much  deserved  day  of 
recognition  would  never  take  place. 

COSPONSORS 

Sam  Stratton.  Lane  Evans.  Jamie  B. 
Fuster.  Edward  Boland.  Bill  Emerson.  Joe 
Moakley.  Charles  Bennett.  Robert  Mrazek, 
Helen  Bentley.  George  O'Brien,  Charles 
Stenholm,  Marjorie  Holt,  Cecil  Heftel.  Joe 
Kolter.  Louis  Stokes.  Tom  Lantos.  Charles 
Hayes,  Bill  Hendon.  Bob  Doman,  Gus 
Savage.  Norm  Mineta.  Vic  Fazio.  Barbara 
Boxer.  Bill  Hughes.  Bob  Matsui.  Bill  Young. 
Bernard  Dwyer,  Thomas  Harlnett.  Bill 
Nichols.  Nick  Rahall.  Jim  Quillen.  Harold 
Volkmer.  Charles  Schumer.  Gerald  Solo- 
mon, John  La  Falce.  Eldon  Rudd.  Don 
Young.  Sander  Levin.  George  Crockett. 
Albert  Bustamante.  Norman  Shumway, 
Newt  Gingrich.  Stan  Lundine. 

Ray  McGrath.  Jan  Meyers.  Frank  Horton. 
John  Bryant.  Hal  Daub.  Gus  Yatron.  Bill 
Schuette,  Barbara  Mikulski.  Matthew  Mar- 
tinez, Jim  Moody.  Robert  Borski.  Rick  Bou- 
cher. Steve  Gundersen.  Joseph  DioGuardi. 
Jim  Saxton.  Matthew  Rinaldo,  Bill  Clay, 
Mickey  Edwards.  Charles  Wilson.  Mel 
Levine.  Tom  Loeffler,  Charles  Rangel.  Bob 
Kastenmeier,  Bruce  Morrison.  Earl  Hutto, 
Gerald  Kleczka.  Mickey  Leland. 

Steny  Hoyer.  George  Miller.  W.  Henson 
Moore.  Edward  R.  Madigan.  Charlie  Rose, 
Doug  Walgren.  Dennis  M.  Hertel.  Wes  Wat- 
kins.  Glenn  English.  Berkley  Bedell.  Major 
R.  Owens.  William  dinger.  Hamilton  Fish, 
Ike  Skelton.  Larry  Smith,  Chris  Smith,  Dick 
Gephardt.  Charles  Pashayan.  Ed  Feighan, 
Bob  Torricelli.  Dan  Daniel,  Douglas  Apple- 
gate.  Mary  Rose  Oakar.  Walter  Jones, 
Joseph  Addabbo.  Matthew  McHugh, 
Mervyn  Dymally. 

Tom  Bevill,  Beverly  Byron,  Robert  Roe, 
Chalmers  P.  Wylie.  Frank  Wolf.  Ralph 
Regula.  Bart  Gordon.  Bob  Edgar.  Peter 
Kostmayer.  Jim  Olin.  William  O.  Lipinski, 
Nick  Mavroules.  David  O.  B.  Martin.  George 
Wortley.  Harry  M.  Reid.  Bruce  Vento.  Kika 
de  la  Garza.  Ken  Kramer.  Bob  Lagomarsino, 
Toby   Roth,  Ted   Weiss,  Lindsay  Thomas, 


25710 

Tom  Petri.  Tony  Hall.  Charles  Hatcher. 
Prank  Guarini.  Thomas  Luken. 

Bob  Livingston.  J.  Roy  Rowland.  Joseph 
M.  McDade.  Don  Puqua.  Julian  C.  Dixon. 
Ralph  Hall.  Carl  D.  Pursell.  Ronald  D.  Cole- 
man. Richard  T.  Schulze,  William  Hill 
Boner.  Bob  Traxler.  Daniel  K.  Akaka,  Sala 
Burton,  Bill  Prenzel.  Walter  E.  Pauntroy. 
Thomas  R.  Carper,  Bob  Carr,  Mario  Biaggi. 
James  A.  Traficant  Jr..  Brian  J.  Donnelly. 
Jim  Courter.  Thomas  A.  Daschle.  John  R. 
Kasich.  Prank  McCloskey.  Michael  D. 
Barnes,  Sherwood  L.  Boehlert,  George 
Darden. 

Timothy  E.  Wirth.  John  Breaux.  Gary  L. 
Ackerman.  Ben  Blaz.  Sonny  Callahan.  Jim 
Chapman.  Silvio  O.  Conte.  Gene  Snyder. 
William  E.  Dannemeyer.  Tom  DeLay.  Wil- 
liam L.  Dickinson.  Ben  Erdreich.  Ronnie  G. 
Flippo.  Martin  Prosl.  Joseph  M.  Gaydos. 
Benjamin  A.  Gilman.  John  Paul  Hammer- 
schmidt,  Paul  B.  Henry.  Austin  J.  Murphy. 
Solomon  P.  Ortiz.  Dean  A.  Gallo.  Duncan 
Hunter,  Barbara  B.  Kennelly.  Norman  P. 
Lent,  John  M.  Spratt  Jr.,  Jack  P.  Kemp, 
William  Carney. 

Sidney  R.  Yates,  Jim  Bates,  John  McCain, 
Jack  Brooks,  Stan  Parris,  Les  AuCoin, 
Marcy  Kaptur,  Tony  Coelho.  Marilyn  Lloyd. 
Dan  Lungren.  Stephen  L.  Neal.  John  Con- 
yers  Jr..  Pofo  I.  P.  Sunia.  W.  J.  Tauzin.  John 
R.  Miller.  Bill  Richardson.  Peter  W.  Rodino 
Jr.,  Martin  Olav  Sabo,  Robin  Tallon.  Henry 
B.  Gonzalez.  Henry  A.  Waxman.  Bill  Alex- 
ander. Edolphus  Towns.  Richard  Ray.  Rich- 
ard H.  Lehman.  Bill  Green,  Thomas  M.  Pog- 
lietta. 

Thomas  J.  Downey.  James  J.  Howard.  Ed 
Jenkins,  Kenneth  J.  Gray.  Manuel  Lujan 
Jr..  Norman  D.  Dicks.  Prank  Annunzio.  Car- 
roll A.  Campbell  Jr..  Gene  Chappie.  Carl  C. 
Perkins.  Norman  Sisisky.  Richard  C. 
Shelby,  Pemand  J.  St  Germain.  Dan 
Shaefer.  Michael  A.  Andrews.  Barney 
Franks.  David  Dreier.  Guy  Vander  Jagt. 
Thomas  J.  Manton,  Roy  Dyson,  Howard  C. 
Nielsen,  Peter  H.  Kostmayer,  Kathy  Long. 
Robert  Garcia.  Henry  J.  Hyde.  Glenn  M. 
Anderson,  Gerry  Sikorski,  Carlos  J.  Moor- 
head.  Esteban  E.  Torres,  Lawrence  Cough- 
lin. 


DRUG  FRENZY 

HON.  DON  EDWARDS 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 

Mr.  EDWARDS  of  California.  Mr.  Speaker. 
as  we  witnessed  the  consideration  of  the  om- 
nibus antidrug  bill  2  weeks  ago.  many  Mem- 
bers knew  that  the  people  of  this  country 
were  being  ill-served  by  amendments  that  ran 
roughshod  over  civil  liberties  and  other  long- 
standing constitutional  principles,  but  few 
were  willing  to  nsk  being  labeled  soft  on 
drugs.  In  the  aftermath,  editorials  from  across 
the  country  have  expressed  dismay  at  the  out- 
come, calling  it  election  year  posturing.  The 
Washington  Post,  USA  Today,  and  my  own 
hometown  newspaper,  the  San  Jose  Mercury 
News,  among  others,  have  criticized  amend- 
ments on  the  death  penalty,  the  use  of  the 
military,  or  the  use  of  illegally  seized  evidence 
as  dangerous  and  unnecessary  overractions.  I 
submit  these  editorials  for  the  Record: 
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[Prom  the  Washington  Post.  Sept.  16,  1986] 
Clinkers  in  the  Drug  Crusade 

The  momentum  of  the  war  against  illegal 
drugs  is  growing.  Over  the  weekend.  Presi- 
dent and  Mrs.  Reagan  made  a  joint  televi- 
sion appearance  exhorting  the  public,  in  a 
sensible  way.  to  help  "create  an  outspoken 
intolerance  for  drug  use."  "I  implore  each  of 
you."  said  Nancy  Reagan,  "to  be  unyielding 
and  inflexibile  in  your  opposition  to  drugs." 
The  speech  was  followed  by  a  press  release 
from  Education  Secretary  Bennett's  office 
describing  a  booklet  the  department  has 
prepared  for  .schools.  It  offers  suggestions 
that  are  tough  and  practical  and  will  be 
helpful  to  parents,  teachers  and  administra- 
tors who  want  to  do  something  about  drugs 
in  school. 

On  Monday,  the  administration  sent  legis- 
lation to  the  Hill,  and  the  president  signed 
an  executive  order.  We  will  have  more  to 
say  later  about  both.  Por  now.  our  concern 
is  on  the  speed  of  this  juggernaut,  our  fear 
that  not  enough  time  and  consideration  are 
being  given  to  each  aspect  of  the  various 
legislative  packages  and  our  strong  opposi- 
tion to  some  of  the  amendments  adopted  by 
the  House.  It  must  have  been  hard  to  stand 
up  to  the  pressure  there  when  politically 
popular  legislation  was  being  considered.  In 
two  days  of  misplaced  fervor  members 
outdid  each  other  in  excoriating  narcotics 
traffickers  and  piling  on  the  penalties.  The 
way  things  were  going,  if  someone  had  of- 
fered an  amendment  to  execute  pushers 
only  after  flogging  and  hacking  them,  it 
probably  would  have  passed.  But  while  leg- 
islators were  making  a  pre-election  record  of 
how  tough  they  could  be  on  this  issue, 
thoughtful  consideration  and  respect  for 
civil  liberties  were  put  on  hold. 

It  may  or  may  not  be  a  good  idea  to  in- 
crease the  national  effort  against  illegal 
drugs  by  billions.  But  because  the  package 
was  put  together  in  six  weeks  and  rushed 
through  the  House  in  two  days,  it's  hard  to 
know  whether  each  item  in  the  bill  is  really 
needed,  worth  the  money  or— most  impor- 
tant—will work.  But  it  is  clear  that  some 
provisions  are  terrible.  Those  who  favor  the 
death  penalty  and  a  significant  change  in 
the  exclusionary  rule  succeeded  in  putting 
both  on  the  bill.  The  president's  package 
asks  for  similar  legislation.  Members  also  di- 
rected the  president  to  use  the  armed  forces 
in  the  criminal  law  enforcement  effort.  This 
far-reaching  decision  was  made  after  mini- 
mal debate  and  against  the  advice  of  respon- 
sible administration  officials. 

Substantial  minorities  loted  against  the 
most  controversial  amendments.  But  when 
the  chips  were  down,  only  16  members  had 
the  guts  to  vote  against  the  final  bill.  Rep. 
Philip  Crane  opposed  on  budget  grounds 
and  15  Democrats  objected  for  civil  liberties 
reasons.  They  are:  Reps.  Clay.  Conyers. 
Crockett,  Dellums,  Edwards  of  California, 
Prank,  Gonzalez,  Lowry.  Mitchell,  Roybal. 
Sabo,  Savage,  Stokes,  Weaver  and  Weiss. 
They  may  take  some  heat  in  the  coming  po- 
litical campaign,  but  they  were  right. 

[Prom  USA  Today.  Sept.  15.  1986] 
Let's  all  Get  Mad.  Win  War  on  Drugs 

We're  mad  as  hell  about  drugs.  And  we 
want  to  do  something  about  it.  Now. 

In  that  fighting  spirit.  President  and  Mrs. 
Reagan  Sunday  night  urged  us  all  to  join 
them  in  the  war  against  drugs. 

And  the  House  of  Representatives,  re- 
sponding to  public  indignation,  last  week 
passed  a  sweeping  anti-drug  bill. 

Why  are  we  rushing  to  the  front  lines 
now? 
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Because  the  public,  like  a  slumbering 
giant  rudely  awakened,  wants  action.  Polls 
indicate  most  people  worry  more  about  ille- 
gal drugs  than  anything,  even  the  threat  of 
war. 

In  short,  people  are  fed  up.  They're  weary 
of  drugs  sold  on  streets  and  in  schoolyards. 
Parents  are  tired  of  worrying  about  their 
children.  They're  repulsed  by  huge  fortunes 
reaped  by  scum  who  sow  suffering  and 
death. 

Drugs  are  everywhere.  Here's  a  one-day 
sample: 

Two  New  Mexico  children,  like  a  Califor- 
nia girl  earlier,  turn  in  their  parents  for 
drug  possession.  At  the  University  of  Virgin- 
ia, more  than  half  the  undergraduates  say 
they've  tried  illegal  drugs.  In  Manville.  N.J., 
two  councilmen  are  accused  of  running  a 
drug  ring.  In  Dade  County,  Fla.,  a  21-year- 
old  man  is  charged  with  a  dozen  crimes  in  10 
days  to  feed  his  habit. 

The  cost  in  human  misery  is  discouraging: 
Drug-related  deaths  doubled  from  1983  to 
1985.  The  financial  cost  is  dismaying:  As 
high  as  $110  billion  each  year  in  crime, 
health  care,  and  lost  productivity. 

Yet,  in  the  face  of  all  this  evidence,  there 
are  those  who  ignore  the  facts.  They 
wouldn't  fight  drugs,  they'd  quit  and  legal- 
ize drugs.  Well,  they  deserve  to  be  ignored. 

Our  elected  representatives  have  gotten 
the  message.  Their  reaction  is  the  House 
bill  that  would  turn  our  soldiers  into  narcs 
and  allow  illegally  obtained  evidence  to  be 
used  in  court.  That  is  an  overreaction. 
Those  provisions  need  to  be  reconsidered. 

Individual  rights  must  be  preserved. 
Where  there's  a  threat  to  health  or  safety 
and  clear  evidence  of  drug  use,  employers 
have  a  right  to  require  drug  tests.  But  all 
drug  testing  must  be  very  carefully  moni- 
tored to  prevent  abuses. 

Drug  tests  aren't  perfect.  That's  why 
wholesale  testing  will  do  more  harm  than 
good.  And  the  case  has  not  been  made  that 
it's  necessary  to  require  drug  tests  for  the 
majority  of  federal  workers. 

A  limited  role  for  the  military  is  appropri- 
ate, but  if  soldiers  are  turned  into  full-time 
drug  cops,  they'll  have  a  hard  time  defend- 
ing us.  And  if  evidence  is  used  in  court,  it 
must  be  obtained  legally. 

Yes.  drug  abuse  is  an  epidemic.  But  it  de- 
mands responsible,  rational  solutions— not 
hysteria. 

To  be  effective,  we  must  attack  the  drug 
problem  from  all  angles:  Cut  off  supply, 
eliminate  demand.  That  means  more  police 
officers,  more  judges,  and  more  jails.  It 
means  more  education  about  the  dangers  of 
drugs,  more  counseling,  and  more  rehabili- 
tative services. 

Yes,  we  can  win  this  war.  But  to  do  it.  let's 
get  mad.  not  go  crazy. 

[From  the  San  Jose  Mercury  News,  Sept.  17, 
1986] 

High  on  Crusading 

The  Reagans  have  called  on  the  nation  to 
slay  the  drug  monster.  Sunday  night's 
sermon  was  sensible;  Monday  morning's  cru- 
sade less  so. 

Obviously,  a  homily  from  the  First  Family 
won't  inspire  drug  abusers  to  cast  cocaine 
from  their  lives,  but  that  does  not  make  the 
sermon  useless.  Encouragement  from  the 
White  House  can  strengthen  the  resolve  of 
parents  and  school  administrators  to  get 
tough  on  drugs  and  shame  the  news  and  en- 
tertainment industries  to  stop  glamorizing 
drugs. 
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Drug  abuse  blights  individual  lives  and 
economic  productivity.  Society  should  fight 
it  with  police  and  public  opinion. 

Among  politicians,  the  public  opinion 
battle  has  been  won,  and  the  victors  are 
running  riot.  It's  not  enough  just  to  be  for 
action.  It  has  become  a  crusade,  and  damn 
the  consequences  to  civil  liberties,  the 
budget  deficit  or  any  rational  relation  of 
means  to  ends. 

The  House  has  passed  a  bill  that  would 
use  the  military  to  seal  the  borders,  allow 
courts  to  consider  illegally  seized  evidence 
and  authorize  the  death  penalty  for  drug-re- 
lated murders. 

The  president  followed  up  his  speech  with 
a  proposal  for  mandatory  testing  of  as  many 
as  1.1  million  federal  employees,  and  in- 
creased allocations  for  law  enforcement, 
treatment  and  education  programs. 

These  get-tough  solutions  ignore  constitu- 
tional problems  with  using  the  military  and 
with  the  suspension  of  search-and-seizure 
protections. 

Mandatory  testing  fosters  an  atmosphere 
of  suspicion  and  institutes  a  guilty-until- 
proved-innocent  standard. 

There  are  technical  problems  as  well.  The 
error  rate  on  drug  testing  is  at  least  3  per- 
cent. If  1.1  million  federal  employees  are 
tested,  33,000  are  going  to  get  a  faulty  test 
result.  The  test  will  make  no  determination 
whether  their  drug  use  affects  their  job  per- 
formance. 

Forgotten  in  the  anti-drug  high  is  Ameri- 
ca's previous  experience  in  outlawing  a 
widely  used  drug  that  caused  grave  social 
problems. 

"Alcohol  is  the  drug  which  causes  the 
greatest  range  of  acute  and  chronic  medical 
and  social  problems."  says  the  White  House 
Drug  Abuse  Policy  Office.  Lost  in  the  hyste- 
ria generated  by  politicians  and  the  news 
media  is  the  fact  that  drug  use  is  not  at  its 
peak  in  this  country. 

With  the  exception  of  cocaine,  a  survey  of 
college  students  for  the  National  Institute 
of  Drug  Abuse  found  that  use  of  illegal 
drugs  on  college  campuses  has  declined 
since  1980. 

The  federal  Alcohol.  Drug  Abuse  and 
Mental  Health  Administration  has  found  no 
increase  in  drug  users. 

Research  shows  that  the  number  of  users 
of  cocaine  also  has  remained  steady— about 
17  percent  had  used  it  within  the  past  year. 
Those  users,  however,  are  taking  heavier 
doses  and  more  potent  formulations,  like 
crack.  As  a  result,  cocaine-related  deaths 
and  illnesses  have  tripled. 

The  amount  of  cocaine  smuggled  into  the 
United  States  in  1985  was  four  times  that 
smuggled  in  1980.  the  Los  Angeles  Times  re- 
ported. 

That  is  all  cause  for  concern,  not  panic. 
The  president  continues  to  emphasize  re- 
ducing the  supply  of  drugs,  proposing  an  ad- 
ditional $500  million  for  drug  interdiction  at 
the  border.  The  interdiction  budget  already 
had  been  nearly  doubled  from  1982  to  1985. 
Drug  patrols  and  big  drug  banks  are  visi- 
ble and  popular.  They  also  have  the  advan- 
tage of  suggesting  that  America's  drug  prob- 
lem is  solely  the  result  of  smugglers  and 
pushers  luring  Americans  into  the  drug  den. 
But  the  supply  is  only  there  because  the 
demand  is  there. 

Reducing  demand  is  a  slow  process  of 
treatment  and  education  and  shifting  public 
opinion.  On  Monday,  Reagan  proposed  $250 
million  to  boost  drug  treatment  and  educa- 
tion programs.  His  administration  had  cut 
those  programs  almost  in  half  since  1982. 

Nancy  Reagan's  "Just  say  no "  is  the  ex- 
pression of  an  attitude  that  needs  to  be 
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translated  in  policy.  It  has  the  virtue  of  rec- 
ognizing that  the  blame  for  America's  drug 
use  lies  with  Americans. 


THE  STATELESS  OF  CYPRUS 


HON.  MARK  D.  SIUANDER 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 

Mr.  SIUANDER.  Mr.  Speaker,  last  week, 
Rauf  Denktash,  leader  of  the  Turkish  CyprJot 
community  visited  the  United  States.  The  Wall 
Street  Journal  accurately  captures  the  signifi- 
cance of  this  event. 

I  commend  this  editorial  to  the  attention  of 
my  colleagues. 

The  Stateless  of  Cyprus 
When  President  Rauf  Denktash  of  the 
"Turkish  Republic  of  Northern  Cyprus"  ar- 
rived in  the  U.S.  last  week,  he  and  his  en- 
tourage were  given  visas  stamped  "stateless 
persons. "  That  is  because  the  U.S.  recog- 
nizes only  the  Greek  Cypriot  government. 
The  U.S.  should  reconsider  that  policy. 

The  problem  of  Cyprus  can  be  summed  up 
in  two  words.  Andreas  Papandreou.  The  last 
thing  the  socialist  Greek  premier  wants  is  a 
resolution  of  the  island's  differences.  He 
would  lose  his  opportunity  to  accuse  Turkey 
of  devious  intentions,  which  he  does  to  dis- 
tract Greeks  from  their  decrepit  economy. 
Just  as  important,  he  would  lose  the  collu- 
sion of  the  U.S.  Congress.  Since  Turkey's 
1974  military  intervention.  U.S.  aid  has  been 
held  to  a  10:7  ratio  for  Turkey  and  Greece. 
That  allows  Mr.  Papandreou  to  influence 
military  aid  to  Turkey  by  not  making  full 
use  of  his  own. 

Cyprus  is  not  Lebanon  nor  Northern  Ire- 
land. The  Turkish  intervention  effectively 
separated  the  island's  two  nationalities  who. 
for  14  years,  had  been  periodically  pitted 
against  each  other  by  a  succession  of  dema- 
gogues. The  Turkish  minority— about  20%— 
is  not  asking  for  equal  government  repre- 
sentation. It  wants  the  system  promised  by 
the  1960  independence  constitution  that  was 
signed  by  Britain  with  Greece  and  Turkey 
as  guarantors.  This  would  still  give  Greeks 
the  presidency  and  the  upper  hand  in  the 
legislative  bodies.  If  Turkish  rights  could  be 
secured.  Mr.  Denktash  would  be  willing  for 
his  government,  now  recognized  only  by 
Turkey,  to  be  temporary. 

It  is  one  of  the  great  myths  of  our  time 
that  Turkey  is  behind  the  troubles.  Athens, 
not  Ankara,  is  the  enemy  of  Cyprus.  In 
1974.  the  Greek  colonels  staged  a  coup  on 
the  island  to  encourage  mainland  interest  in 
unification.  They  replaced  Archbishop  Ma- 
karios  with  a  convicted  pro-unification  ter- 
rorist. This  led  to  bloodshed  and  the  arrival 
of  troops  from  Turkey.  A  Greek  appeals 
court  in  1979  said  that.  'Turkey,  as  one  of 
the  guarantor  powers,  had  the  right  to  fulfil 
her  obligations.  The  real  culprits  are  the 
Greek  officers  who  engineered  and  staged  a 
coup  and  prepared  the  conditions  for  this 
intervention." 

Mr.  Denktash  told  Journal  editors  that 
his  problems  are  not  so  much  with  current 
Greek  Cypriot  leader  Spyros  Kyprianou  as 
with  Mr.  Papandreou.  who  has  blocked  all 
compromise  proposals  by  U.N.  Secretary 
General  Perez  de  Cuellar.  Mr.  de  Cuellar 
proposes  more  talks  this  month,  but  Mr.  Pa- 
pandreou says  he  wants  an  international 
conference  instead.  Coincidence  no  doubt, 
but  the  Soviets  have  seconded  the  motion 
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for  a  conference.  Their  goal  is  to  remove 
Turkish  troops  and  two  British  bases  that 
are  major  Middle  East  listening  posts  for 
the  West. 

The  Greek  Cypriots  have  nothing  to  gain 
from  a  divided  economy,  which  has  reduced 
trade  between  the  two  communities  to 
smuggling.  Nor  is  it  in  their  interest  to  edge, 
along  with  Mr.  Papandreou.  toward  the  • 
outer  limits  of  NATO.  Nicosia  has  bravely 
jailed  terrorists  who  murdered  Israeli  tour- 
ists and  has  helped  with  U.S.  military  ma- 
neuvers in  the  area. 

The  Greek  colonels  should  have  taught 
Mr.  Papandreou  that  the  jingo  approach  to 
Cyprus  won't  save  a  faltering  government  in 
Athens.  But  so  far  he  hasn't  taken  the  hint. 

The  U.S.  should  recognize  the  Denktash 
government  while  encouraging  the  Greek 
Cypriots  to  separate  themselves  from  Mr. 
Papandreou.  This  could  be  just  the  stick  to 
prod  Athens  into  letting  Cyprus  be  Cyprus. 


TRIBUTE  TO  NELLO  BONACCI 


HON.  CHRISTOPHER  H.  SMITH 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Monday,  September  22,  1986 

Mr.  SMITH  of  New  Jersey.  Mr.  Speaker.  It  Is 
a  great  pleasure  for  me  to  report  that  Nello 
Bonacci,  chairman  and  chief  executive  officer 
of  AAA  Trucking  Corp.,  Hamilton  Township, 
Mercer  County,  has  been  named  1986  'New 
Jersey  Motor  Truck  Association  Man-of-the- 
Year."  Mr.  Bonacci  will  be  honored  by  NJMTA 
at  a  dinner-dance  on  Saturday,  September  27, 
at  the  Pines  in  Edison  NJ. 

Nello  Bonacci  is  the  sixth  son  and  seventh 
child  of  Eugene  and  Rose  Bonacci.  He  and 
his  brothers,  Harry,  Marius,  Albert,  Charles, 
and  Samuel,  founded  Bonacci  Express  Co., 
forerunner  of  AAA  Trucking  Corp..  in  1931. 

A  U.S.  Army  veteran  of  Worid  War  II,  Nello 
Bonacci  rose  in  AAA  Trucking  Corp.  and  in 
1971  was  named  assistant  to  the  president.  In 
this  capacity,  he  assisted  his  brother  Charles 
in  the  day-to-day  operations  of  the  growing 
interstate  truck  operation. 

After  the  death  of  Charles  Bonacci  in  1975. 
Nello  assumed  the  presidency  of  the  corpora- 
tion. The  revenues  of  AAA  Trucking  Corp. 
have  grown  consistently  during  his  tenure  as 
president  and  more  recently  as  chairman  of 
the  board,  continuing  a  remarkable  record  of 
51  years  of  profitable  operations.  A  veteran  of 
55  years  in  the  trucking  business,  Nello  Bon- 
acci today  continues  active  administration  of 
AAA  Trucking  Corp. 

As  active  and  successful  a  businessman  as 
Nello  Bonacci  has  been  for  more  than  five 
decades,  he  has  always  found  time  to  serve 
his  community.  In  addition  to  his  numerous 
memberships  m  trucking  associations,  Nello 
Bonacci  has  been  very  active  In  the  Saint 
Ann's— Lawrenceville— building  fund  cam- 
paign. 

Nello  Bonacci  has  also  been  a  strong  sup- 
porter of  the  George  Pellettieri  Home  for  the 
Aged,  Boys'  Towns  of  Italy,  the  Fermi  Federa- 
tion, and  the  Congress  of  Italian-Amencan  Or- 
ganizations. He  IS  also  a  past  member  of  the 
Knights  of  Columbus  Lawrenceville  Council 
No.  7000.  and  Lawrenceville  Elks  Lodge  No. 
2412. 
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In  1950,  Nello  Bonacci  married  Mary  Cingo- 
lani.  Their  son  Gary  was  born  a  year  later. 
Nello  IS  the  grandfather  of  Gina  and  Nicole, 
daughters  of  Gary  and  Elizabeth  Bonacci. 

Mr.  Speaker.  I  am  proud  to  call  Nello  Bon- 
acci. Gary  Bonacci.  and  other  members  of  the 
Bonacci  family  my  friends.  Nello  has  instilled 
in  Gary  his  commitment  to  service— both  to 
AAA  Trucking  Corp.  and  to  the  larger  commu- 
nity. 

AAA  Trucking  Corp.  is  a  vibrant  part  of  the 
business  community  in  central  New  Jersey. 
They  employ  hundreds  of  people  and  provide 
valuable  services  to  businesses  and  consum- 
ers. It  is,  therefore,  very  fitting  that  the  man 
who  is  largely  responsible  for  this  success 
story— Nello  Bonacci— is  being  honored  as 
"Man-of-the-Year"  by  the  New  Jersey  Motor 
Truck  Association. 

Nello  Bonacci.  along  with  his  family,  fnends. 
and  associates,  has  every  reason  to  be  proud 
of  his  outstanding  accomplishments.  I  share 
those  proud  sentiments,  as  1  wish  Nello  Bon- 
acci and  his  outstanding  company  continued 
success  and  much  happiness. 


PLIGHT  OF  CUBAN  POLITICAL 
PRISONERS 


HON.  BILL  RICHARDSON 

OF  NEW  MEXICO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  RICHARDSON.  Mr.  Speaker,  today.  I 
would  like  to  bring  to  the  attention  of  my  col- 
leagues the  continuing  plight  of  Cuban  politi- 
cal prisoners.  The  recent  release  of  approxi- 
mately 65  political  prisoners  and  their  family 
members,  totaling  1 1 1  people,  is  an  action  to 
celebrate.  We  must  not  forget,  however,  the 
tragedies  of  the  many,  many  other  Cubans 
who  want  nothing  in  life  but  to  be  free.  The 
publication  of  Armando  Valladares'  powerful 
book,  "Against  All  Hope,"  clearly  and  graphi- 
cally illustrates  the  horrors  of  Castro's  pnsons. 
The  plight  of  people  imprisoned  there,  as  well 
as  those  former  Cuban  political  prisoners  who 
have  fled  Cuba  for  other  countries  cannot  and 
should  not  be  ignored.  To  many  of  these 
people,  the  United  States  stands  as  a  t)eacon 
of  freedom  in  the  darkness  of  their  imprison- 
ment. It  is  therefore  with  great  sadness  that  I 
point  out  to  my  colleagues  the  administration's 
untenable  position  regarding  many  Cuban  po- 
litical prisoners.  For  example,  the  administra- 
tion will  not  grant  visas  to  Cubans  who  have 
escaped  from  Cuba  to  other  countries  such  as 
Mexico  or  Panama.  This  policy  slams  the  door 
on  these  people,  and  in  effect,  turns  them 
back  over  to  Castro. 

I  believe  that  this  policy  is  unfair  and  cruel.  I 
hope  to  offer  an  amendment  to  the  Immigra- 
tion bill  which  would  address  this  problem.  My 
amendment  would  prevent  the  Immigration 
and  Naturalization  Service  from  denying  visas 
to  the  United  States  to  Cuban  political  prison- 
ers who  have  left  Cuba  for  other  countnes.  I 
urge  my  colleagues  to  support  this  amend- 
ment. The  Cubans  have  suffered  enough — we 
should  open  our  doors  to  these  political  pris- 
oners wtK)  have  experienced  such  adversity, 
and  who  yearn  for  the  freedom  which  this 
country  offers. 
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I  respectfully  request  to  have  two  relevant 
articles  on  Cuba  submitted  for  the  Record. 
These  articles,  one  by  Wayne  S.  Smith  and 
one  by  Frank  Calzon,  recently  appeared  in  the 
New  York  Times.  They  are  thought-provoking, 
and  I  urge  my  colleagues  to  read  them  care- 
fully. Thank  you. 

What  to  do  About  the  Cubans 

LET  MORE  come  HERE 

(By  Waynes.  Smith) 

Washington.— It  is  1965.  An  East  German 
family  has  bribed  a  guard  to  let  them  over 
the  wall.  They  approach  it  apprehensively, 
but,  sure  enough,  the  guard  turns  his  back. 
Homefree.  they  think.  They  scramble  to  the 
top  of  the  wall.  To  freedom?  Not  on  your 
life.  American  M.P.s  waiting  on  the  other 
side  turn  them  back.  The  next  day.  the 
United  States  proudly  announces  that  it  has 
stopped  the  traffic  in  human  lives.  Prom 
now  on.  all  refugees  will  be  turned  back. 

Sound  incredible?  Not  at  all.  The  Reagan 
Administration  has  just  announced  a  policy 
that  has  precisely  that  effect  on  Cuban  ref- 
ugees: it  turns  them  back.  Henceforth,  no 
visas  w'ill  be  issued  to  Cubans  who  reach 
third  countries  such  as  Mexico  and  Panama: 
Why?  Because  the  Administration  claims 
that  some  of  those  Cubans  have  had  to 
bribe  "Cuban  and  other  foreign  officials "  to 
get  to  third  countries.  So.  to  save  some  of 
them  from  paying  bribes,  the  Administra- 
tion will  refuse  entry  to  all.  thus  effectively 
keeping  them  inside  the  wall,  for  in  most 
cases  they  can  only  get  to  third  countries  if 
there  is  a  chance  of  getting  a  visa  on  to  the 
United  States. 

Who  does  this  new  policy  punish  most? 
Obviously,  the  innocent  Cuban  citizens 
trying  to  join  their  families  in  the  United 
States.  Does  such  a  policy— which  hardly 
even  inconveniences  the  Castro  regime- 
make  any  sense?  Of  course  not.  but  it  is  per- 
fectly consistent  with  previous  Reagan  Ad- 
ministration actions  toward  Cubans  who 
wish  to  leave  the  island. 

In  1981,  for  example,  it  refused  to  accept 
some  2,000  former  political  prisoners  the 
Carter  Administration  had  agreed  to  process 
as  refugees.  All  were  anti-Communists  who 
had  suffered  for  their  convictions.  Yet  the 
Reagan  Administration  reneged  on  the  com- 
mitment. 

For  some  four  years  also,  the  Administra- 
tion flatly  refused  to  issue  visas  in  Havana 
to  hundreds  of  divided  Cuban  families. 
These  were  often  cases  in  which  one  spouse 
was  a  legal  resident  of  the  United  States 
while  the  other,  with  the  children  remained 
in  Cuba.  Immigration  petitions  were  on  file 
and  all  papers  were  in  order.  The  families 
could  have  been  reunited  immediately.  The 
Administration  said  no.  Why?  At  first,  it  of- 
fered no  rationale  at  all.  After  two  years,  it 
came  up  with  the  story  that  its  refusal  to 
issue  visas  in  Havana  was  designed  to  force 
Cuba  to  negotiate  an  immigration  agree- 
ment and  the  return  of  the  criminals 
dumped  here  during  the  Mariel  exodus. 

It  was  a  good  story— except  that  it  wasn't 
true.  We  did  not  have  to  press  the  Cubans 
to  negotiate  these  issues.  They  had  been  of- 
fering to  do  so  since  January  1981.  We  had 
ignored  them— and  continued  to  ignore 
them  until  1984.  all  the  while  maintaining 
that  we  were  trying  to  press  them  to  talk. 

Finally,  in  1984.  the  Administration  got 
around  to  taking  up  the  Cuban  offer.  An 
agreement  was  quickly  reached,  but  with 
the  inauguration  of  Radio  Marti  only 
months  later  the  Castro  regime,  in  a  snit. 
suspended  it.  Now,  by  closing  the  last  loop- 
hole—the possibility  of  emigrating  through 
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a  third  country— the  Administration  has 
completed  Fidel  Castro's  work  for  him  yet 
somehow  wants  us  to  believe  it  is  trying  to 
pressure  him  to  reinstate  the  1984  agree- 
ment. 

Beneath  the  thin  surface  rationale  in  all 
these  cases  lies  a  common  Pavlovian  re- 
sponse. The  Administration  seems  incapable 
of  responding  to  any  problem  related  to 
Cuba  with  other  than  punitive  measures. 
Never  mind  that  those  measures  may  harm 
the  innocent  far  more  than  the  Castro 
regime.  The  human  lives  involved  are 
simply  not  considered. 

The  Reagan  Administration  talks  all  the 
time  about  its  sympathy  for  Cuban  dissi- 
dents, but  there  is  a  great  gap  between  the 
President's  rhetoric  and  his  actions.  In  the 
human  rights  field,  his  Administration  has 
not  a  single  accomplishment  in  Cuba.  The 
Carter  Administration  got  out  thousands  of 
political  prisoners.  Senator  Edward  M.  Ken- 
nedy. Jacques  Cousteau  and  the  American 
Roman  Catholic  bishops,  among  others, 
have  brought  about  the  release  of  dozens  of 
others.  The  Reagan  Administration,  not 
even  one.  Worse,  it  has  added  to  the  burden 
disaffected  Cubans  alredy  must  bear.  It  is 
not  a  record  to  be  proud  of.  With  a  friend 
like  Ronald  Reagan.  Cuban  dissidents  don't 
need  any  enemies. 

Go  Beyond  Embargo 
(By  Frank  Calzon) 

Washington.— The  real  news  about 
United  States-Cuban  relations  these  days  is 
not  the  Administration's  announcement 
that  it  will  tighten  the  26-year-old  trade  em- 
bargo against  Cuba,  but  how  little  the  Ad- 
ministration is  willing  to  do  in  the  face  of 
Fidel  Castro's  provocation. 

Mr.  Castro's  ability  to  harm  United  States 
interests  has  been  underestimated  for  many 
years.  Consider  one  case  being  heard  before 
a  Federal  court  in  Hartford,  Conn.,  involv- 
ing 17  terrorists  accused  of  a  Wells  Fargo 
robbery  in  1983.  According  to  the  Federal 
Bureau  of  Investigation,  the  leader  of  the 
group.  Victor  Manuel  Gerena.  has  been 
given  sanctuary  in  Cuba,  some  of  his  weap- 
ons were  provided  by  Havana  and  a  portion 
of  the  $7  million  heist  is  "in  the  custody  and 
care  of  the  Cuban  Government." 

Nor  is  this  an  isolated  case.  In  1982,  senior 
Cuban  officials,  including  the  head  of  the 
Cuban  Navy,  were  indicted  by  a  Federal 
grand  jury  for  facilitating  narcotics  smug- 
gling into  the  United  States.  Such  "narco- 
traffickers"  stop  in  Cuba  for  refueling  and 
repairs,  protected  from  the  United  States 
Coast  Guard  by  the  Cuban  Navy,  and  they 
pick  up  weapons  on  the  way  back  to  South 
America. 

Recent  reports  also  indicate  that  Mr. 
Castro  is  stepping  up  Cuban  military  activi- 
ty abroad— in  Nicaragua.  Angola  and  Ethio- 
pia. 

Most  of  this  disruptive  and  anti-American 
activity  took  place  after  the  opening  of  the 
United  States  diplomatic  mission  in  Havana. 
This  first  step  toward  normalization  of  rela- 
tions has  apparently  done  nothing  to  re- 
strain the  Cubans.  And  the  interests  section 
has  had  difficulty  carrying  out  even  routine 
diplomatic  duties:  the  Cuban-bom  United 
States  citizens  who  travel  to  the  island 
enjoy  no  American  protection  because  Mr. 
Castro  refuses  to  acknowledge  their  citizen- 
ship, and  several  American  diplomats  have 
been  harassed. 

How  can  the  Reagan  Administration  make 
Mr.  Castro  feel  the  force  of  United  States 
displeasure?  There  are  several  options. 
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Reinstitute  the  ban  against  foreign  ships 
docking  in  United  States  ports  after  visiting 
Cuba. 

Explore  the  possibility  of  beaming  televi- 
sion programs  to  the  island.  Given  the  pop- 
ularity of  Radio  Marti,  television  programs 
would  surely  be  an  instant  success. 

Expand  the  trade  embargo  against  Cuba 
to  Angola.  Regulations  on  the  books  already 
prohibit  commerce  and  financial  transac- 
tions with  "any  territory  .  .  .  controlled  or 
occupied  by  [Cuban]  military,  naval  or 
police  forces." 

Actively  promote  the  redirection  of  trade 
by  America's  allies  from  Cuba  to  the  devel- 
oping democratic  nations  in  the  Caribbean. 

As  for  immigration  problems  involving 
Cuba,  the  most  effective  solution  would  be 
to  close  the  interest  section  in  Havana  if  the 
Cubans  are  unwilling  to  be  more  forthcom- 
ing. 

For  some  10  years,  the  United  States  has 
sought  a  less  confrontational  relationship 
with  Havana.  In  1975,  Henry  A.  Kissinger 
said  he  saw  "no  virtue  in  perpetual  antago- 
nism." Mr.  Castro's  response  was  to  send 
troops  to  Angola,  President  Jimmy  Carter 
tried  again,  and  Mr.  Castro  shipped  20.000 
troops  to  Ethiopia,  intensified  operations  in 
Central  America  and  engineered  the  Mariel 
boatlift. 

Even  President  Reagan  made  some  effort 
in  his  first  years  in  office,  initiating  high 
level  meetings  between  Cuban  and  Ameri- 
can officials.  Yet  Mr.  Castro  still  nurses  the 
hostility  he  expressed  in  a  letter  from  his 
guerrilla  hideout  in  1958:  "When  this  war  is 
over  .  .  .  I'll  start  a  much  longer  and  bigger 
war  of  my  own:  the  war  I  am  going  to  wage 
against  the  Americans.  I  realize  that  will  be 
my  true  destiny." 

In  1962,  the  United  States  assured  the 
Soviet  Union  that  it  would  not  invade  Cuba. 
These  assurances  have  served  Mr.  Castro 
well,  allowing  him  to  consolidate  his  power 
at  home  and  abroad.  Why  doesn't  Washing- 
ton give  notice  now  that  it  no  longer  abides 
by  that  understanding?  America  need  not 
commit  itself  to  any  particular  course,  but 
there  is  no  reason  to  allow  Mr.  Castro  to 
deploy  thousands  of  troops  overseas  in  the 
certainty  of  United  States  passivity. 

President  Reagan's  decision  to  strengthen 
the  trade  embargo  is  a  good  start,  but  it  is 
hardly  commensurate  with  Fidel  Castro's 
provocations. 


THE  lOOTH  ANNIVERSARY  OF 
UNIVERSITY  OF  MARYLAND 
EASTERN  SHORE 


HON.  ROY  DYSON 

OF  MARYLAND 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  DYSON.  Mr.  Speaker,  I  rise  today  on 
behalf  of  the  citizens  of  Maryland's  First  Con- 
gressional District  to  extend  my  sincere  con- 
gratulations to  the  University  of  Maryland 
Eastern  Shore  on  its  100th  anniversary  cele- 
bration. From  its  humble  beginnings  in  Sep- 
tember 1886,  this  university  has  grown  into 
one  of  the  finest  educational  institutions  in  the 
State. 

UMES  was  founded  in  1886  as  a  high 
school.  The  first  students  were  put  to  work 
cleaning  the  grounds  and  making  repairs  to 
the  first  structure  on  campus,  an  old  colonial 
dwelling.  There  were  only  9  students  in  the 
first  enrollment  which  increased  to  37  in  a 
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short  period  of  time.  The  first  teachers  were 
Benjamin  O.  Bird,  the  principal,  his  wife,  Portia 
Bird,  and  an  assistant  named  Jacob  C.  Dunn. 
These  people  were  most  certaintly  education- 
al pioneers. 

The  university  has  had  several  names  in  its 
history.  These  have  included:  the  Delaware 
Conference  Academy,  the  Industrial  Branch  of 
Morgan  College,  Princess  Anne  Academy, 
Eastern  Branch  of  the  Maryland  Agricultural 
College,  Princess  Anne  College,  and  Maryland 
State  College.  Despite  the  many  changes  in 
curriculum  goals  set  forth  in  its  various  col- 
leges, UMES  has  continued  to  grow  and  to 
serve  the  changing  educational  needs  of  the 
surrounding  communities. 

The  Methodists  were  the  moving  force 
behind  the  founding  of  the  college  and  admin- 
istered it  until  the  State  of  Maryland  assumed 
control  in  1936.  That  same  year  the  small 
high  school  became  a  4-year  college. 

After  the  Second  World  War,  the  college 
grew  dramatically.  Today  the  universtity  offers 
13  undergraduate  degree  programs  in  3  major 
divisions  of  arts  and  sciences,  professional 
studies,  and  agricultural  services.  There  are 
now  graduate  degrees  offered  in  computer 
science,  special  education,  guidance  and 
counseling,  agriculture,  and  marine  estuarine- 
environmental  science.  In  addition,  there  are 
several  cooperative  programs  offered  in  con- 
junction with  other  universities. 

The  progress  which  has  been  attained  by 
UMES  in  its  first  100  years  is  only  the  begin- 
ning. I  extend  my  heartiest  congratulations 
and  best  wishes  for  continued  success  to  the 
students,  alumni,  faculty,  staff,  and  the  many 
supporters  of  the  Universtity  of  Maryland  East- 
ern Shore. 


TRIBUTE  TO  MICHAEL  COLES 


HON.  GEORGE  (BUDDY)  DARDEN 

OF  GEORGIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  DARDEN.  Mr.  Speaker,  Michael  Coles 
not  only  is  a  successful  businessman;  he  ex- 
emplifies personal  determination  to  overcome 
adversity,  as  welt  as  a  keen  sense  of  justice 
for  all,  regardless  of  race  or  sex.  It  is  fitting 
that  the  National  Women's  Political  Caucus 
selected  Mr.  Coles,  a  resident  of  the  Seventh 
District  of  Georgia,  to  receive  its  "Good  Guy 
Award"  recently  here  in  Washington. 

Michael  Coles  attained  prominence  in  the 
business  community  as  cofounder  and  chair- 
man of  the  hoard  of  the  Great  American 
Chocolate  Chip  Cookie  Co.,  which  today  is  the 
largest  cookie  retailer  in  the  world. 

Mr.  Coles  long  has  been  active  in  the  fight 
for  civil  rights  for  women  and  minorities.  He 
was  a  marcher  in  the  civil  rights  movement  of 
the  1960's.  He  has  been  an  ardent  supporter 
of  the  equal  rights  amendment,  and  has  made 
other  efforts  to  secure  equal  rights  for  women 
through  both  State' and  Federal  legislation. 

His  continued  success  as  a  world-class 
ultra-marathon  bicyclist  is  remarkable  when 
you  consider  that  a  near-fatal  cycling  accident 
in  1 977  left  one  leg  so  badly  broken  that  doc- 
tors feared  he  would  never  walk  again  unaid- 
ed. Mr.  Coles  fought  back  with  an  exhausting, 
self-prepared  rehabilitation  program. 
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In  1983  and  1984,  he  set  consecutive  world 
records  for  cross-country  cycling;  his  2,600- 
mile  journey  from  Savannah  GA,  to  San 
Diego,  CA,  in  1984  was  completed  in  just  11 
days. 

Of  course,  a  man's  success  often  must  be 
attributed,  to  some  extent,  to  the  backing  he 
receives  from  others.  Michael  Coles'  achieve- 
ments in  so  many  fields  would  not  be  possible 
without  the  steadfast  support  of  his  family,  es- 
pecially from  his  wife.  Donna. 

Mr.  Speaker.  Michael  Coles  has  said  that 
"the  greatest  disappointments  are  caused  by 
self-imposed  limits."  He  ensures  against  dis- 
appointment for  himself  by  setting — and 
achieving — only  the  highest  standards  for  his 
own  performance. 


INNOVATIVE  AND  WORTHWHILE 
PROGRAM 


HON.  SILVIO  0.  CONTE 

OF  MASSACHUSETTS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23.  1986 

Mr.  CONTE  Mr.  Speaker,  on  Sunday.  Sep- 
tember 14,  16  young  Panamanian  students  ar- 
rived at  Holyoke  Community  College  in  my 
distnct  to  begin  their  education  in  the  United 
States  as  participants  in  the  Central  America 
Peace  Scholarship  Program,  which  is  adminis- 
tered by  Georgetown  University  for  the 
Panama  Mission  of  the  Agency  for  Internation- 
al Development.  I  am  very  pleased  that  Hol- 
yoke Community  College  is  one  of  the  excel- 
lent 2-year  institutions  in  this  country  where 
these  students  will  not  only  receive  the  finest 
academic  instruction,  but  where  they  will  gain 
an  understanding  and  appreciation  of  Ameri- 
can values,  institutions,  and  democratic  ideals. 
This  program  has  my  strong  support,  and  I 
warmly  commend  our  Ambassador  to  Panama 
Authur  H.  Davis,  the  A.I.D.  Mission  Director 
Ronald  Levin,  and  Father  Harold  Bradley  of 
Georgetown  University  for  this  innovative  and 
worthwhile  program. 

I  would  like  to  insert  for  the  Record  an  arti- 
cle that  appeared  on  Sunday,  September  14 
in  Panama's  Star  and  Herald. 

152  RP  Students  Depart  To  Study  at  U.S. 
Expense 

A  total  of  152  young  Panamanian  men  and 
women  will  leave  this  country  today  and 
Monday  to  begin  a  five-year  program  of  col- 
lege level  studies  in  the  United  States  under 
the  Central  American  Peace  Scholarship 
program  (CAPS)  sponsored  and  paid  by  the 
U.S.  government. 

U.S.  Ambassador  to  Panama  Arthur  H. 
Davis  invited  the  prospective  college  gradu- 
ates to  his  residence  Friday  night  to  send 
them  off  on  this  venture  with  encouraging 
remarks  and  a  typical  American  barbecue. 

"The  U.S.  Embassy  is  proud  to  be  able  to 
offer  you  the  opportunity  to  receive  a  com- 
plete undergraduate  education  in  the 
United  States,"  Davis  told  the  group  assem- 
bled in  the  foyer  of  his  residence  in  Panama 
City. 

•'Through  these  scholarships,  you  and 
many  more  young  Panamanians  will  be  edu- 
cated and  trained  to  help  in  the  develop- 
ment of  your  country. 

The  students  were  the  first  undergradu- 
ates   selected    under    the    CAPS    program 
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which  is  sponsored  by  the  U.S.  government 
through  the  Agency  of  International  Devel- 
opment (AID). 

"I  am  very  touched,"  commented  Carlos 
Thompson.  22.  one  of  16  CAPS  fellows  from 
Colon  who  attended  the  Friday  night  affair. 

A  temporary  Panama  Canal  Commission 
employee  at  Gatun  Locks,  and  part-time 
student  at  Colon's  Technical  University 
Thompson  said  it  was  his  mother  and  a 
good  friend  who  encouraged  him  to  apply 
for  the  scholarship  that  will  pay  all  his 
study  costs. 

A  total  of  5,000  applicants  were  screened 
and  selected  on  the  basis  of  their  leadership 
potential,  academic  excellence  or  profession- 
al achievement  and  a  proven  interest  in  de- 
velopment activities. 

The  final  selection  of  fellows  took  place  in 
Panama  City  by  a  committee  composed  or 
representatives  of  USAID.  U.S.  Information 
Service,  the  U.S.  Embassy  and  Panamanians 
of  recognized  merit. 

Thompson  said  he  wants  to  get  a  degree  in 
computing  science  and  return  to  Panama  as 
a  programmer.  Before  he  reaches  his  goal, 
he  has  to  complete  nine  months  of  intensive 
English  courses  at  Fort  Scott  Community 
College  in  Kansas.  If  he  passes  the  Test  Of 
English  as  a  Foreign  Language  at  the  con- 
clusion of  the  course,  he  can  apply  at  a  U.S. 
university  to  complete  a  bachelors  degree 
under  the  CAPS  program. 

All  students,  selected  from  eight  of  Pana- 
ma's nine  provinces,  will  attend  community 
colleges  in  several  states,  before  being 
placed  in  a  four-year  university  program. 

In  addition  to  the  students  from  Colon.  21 
were  selected  from  Cocle  eight  from  Bocas 
del  Toro,  24  from  Chiriqui.  16  from  Herrera, 
12  from  Los  Santos,  30  from  Panama  and  25 
from  Veraguas. 

Candidates  expressed  an  interest  in  such 
varied  fields  of  study  as  accounting,  biomed- 
ical engineering,  hospital  administration, 
fine  arts,  and  many  others. 

CAPS  has  as  its  goal  to  increase  the 
number  of  public  and  private  sector  individ- 
uals studying  in  the  United  States  and  is  in- 
tended to  benefit  talented  young  people 
with  limited  financial  resources  who  repre- 
sent widely  disparate  segments  of  Panama- 
nian society,  according  to  the  U.S.  Embassy. 

"I  would  like  to  thank  the  U.S.  Govern- 
ment for  the  opportunity."  Thompson  said 
Friday  night. 

"We  will  put  in  an  extra  effort  <as  Pana- 
manian students  abroad)",  he  said.  "We 
won't  let  Panama  down." 


DR.  DWIGHT  M.  LINDSAY 


HON.  CARROLL  HUBBARD,  JR. 

OF  KENTUCKY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  HUBBARD.  Mr.  Speaker,  I  want  to  take 
this  opportunity  to  express  my  appreciation 
and  offer  my  congratulations  to  one  of  Ken- 
tucky's most  outstanding  educators.  Dr. 
Dwight  M.  Lindsay  of  Georgetown,  KY. 

SirKie  Georgetown  College  first  opened  its 
doors  in  1829,  thousands  of  students  have 
had  the  opportunity  to  learn  and  develop  at 
one  of  the  Nation's  great  institutions  of  higher 
learning,  located  at  Georgetown,  KY. 

Of  course,  an  educational  institution  is  only 
as  great  as  Its  educators,  and  Georgetown 
College    is    no    exception.    It    is    to    one    of 
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Georgetown  College's  most  notable  profes- 
sors that  I  wish  to  pay  tribute  today. 

For  38  years  Georgetown  College  has  been 
privileged  to  have  Dr.  Dwight  Lindsay  as  an 
educator.  Dr.  Lindsay  first  came  to  George- 
town after  receiving  his  A.B.  degree  from  Han- 
over College  of  Indiana  in  1947.  While  working 
toward  his  M.S.  at  the  University  of  Kentucky 
in  neighboring  Lexington,  Dr.  Lindsay  began 
what  would  become  a  lifelong  career  at 
Georgetown  College. 

Dr.  Lindsay's  commitment  toward  the  scien- 
tific community  is  most  noted  by  his  member- 
ship and  activities  in  numerous  scientific  asso- 
ciations and  organizations.  As  chairman  of  the 
biology  department  at  Georgetown  College, 
he  chaired  a  premedicine  committee  and  pro- 
gram for  his  students  equaled  only  by  a  few 
others.  This  is  best  said  by  noting  the  fact  that 
Dr.  Lindsay  has  not  had  a  medical  school  fail- 
ure by  any  of  his  students  during  the  past  19 
years.  His  former  students  include  such  noted 
physicians  as  the  current  president  of  the 
Kentucky  Medical  Association,  Dr.  Wally  Mont- 
gomery of  Paducah,  and  his  predecessor,  Dr. 
Charles  Smith  of  Louisville. 

On  this  past  Apnl  11,  Georgetown  College 
and  a  host  of  alumni  and  community  friends 
honored  Dr.  Lindsay  who,  after  38  years  of 
commitment  and  dedication  to  the  college, 
had  earlier  announced  his  retirement  effective 
at  the  end  of  the  semester.  Georgetown  Col- 
lege can  be  proud  of  Dr.  Lindsay's  efforts  and 
accomplishments.  His  work  and  counsel  with 
Georgetown's  premed  students  has  brought 
notable  attention  to  the  college's  premed  pro- 
gram and  will  t>e  missed  and  remembered  by 
all  of  us  who  are  close  to  Georgetown  Col- 
lege. 

This  Member  of  Congress  attended  George- 
town College  4  years,  beginning  in  Septem- 
ber, 1955,  and  graduating  there  in  May  of 
1959. 

Dr.  Dwight  Lindsay  was  one  of  my  profes- 
sors at  the  college.  I  believe  it  is  obvious  I  am 
one  of  his  admirers. 

Best  wishes  to  Dr.  Dwight  Lindsay,  his 
lovely  wife  Helen  and  their  family. 


September  23,  1986 


SOUTH  AFRICA  IS  THE  WRONG 
ALLY 

HON.  MAJOR  R.  OWENS 

OF  NEW  YORK 
IN  THE  HOtJSE  OF  REPRESENTATIVES 

Tuesday,  September  23.  1986 

Mr.  OWENS.  Mr.  Speaker,  the  Civil  Rights 
Journal  commentary  of  the  United  Church  of 
Chnst  for  September  5,  1986  addresses  an 
issue  v/hich  should  concern  us  all — the  appar- 
ent collaboration  of  the  United  States  and  the 
Republic  of  South  Africa  in  the  undermining  of 
black  states  in  southern  Africa.  Although  one 
cannot  conclude  that  such  collaboration  exists 
from  the  American  perspective,  it  behooves 
us  to  consider  just  how  our  actions  look  to 
others  in  Africa  as  well  as  in  the  rest  of  the 
wortd.  The  administration's  steadfast  refusal 
to  support  meaningful  sanctions  against  South 
Africa  makes  it  appear  that  we  support  the 
apartheid  regime  there  both  domestically  as 
well  as  in  their  actions  against  their  neighbors. 
This  perception  will  ultimately  harm  us  and  it 


must  be  altered  as  quickly  as  possible  by  ac- 
tions which  make  it  clear  that  we  find  apart- 
heid abhorant  and  we  find  the  bullying  of 
South  Africa's  neighbors  wrong. 

United  States  and  South  Africa  Unite 
Against  Black  Africa 

South  Africa  and  the  United  States  have 
clearly  perfected  the  old  one-two  punch 
against  the  independent  Black  states  of 
southern  Africa.  "The  "front-line"  states  re- 
cently called  for  sanctions  against  South 
Africa,  at  great  risk  to  their  own  economic 
survival.  And,  as  a  result,  they  have  become 
the  object  of  increased  efforts  to  destabilize 
their  countries  from  both  South  Africa  and 
the  U.S. 

South  Africa  threw  the  first  punch  by  in- 
creasing import  taxes  and  setting  up  a 
blockade,  a  most  effective  move  since  the 
only  overland  trading  route  for  these  Black 
"front-line"  countries  goes  through  South 
Africa.  And,  of  course.  South  Africa  insured 
this  by  consistently  bombing  construction  of 
the  Tanzam  railway,  which  would  have  by- 
passed that  racist  regime. 

Now  the  Reagan  Administration  has  deliv- 
ered another  below-the-belt  punch  by  an- 
nouncing that  it  will  halt  all  new  U.S.  aid  to 
Zimbabwe,  a  key  "front-line"  country.  This 
means  that  Zimbabwe,  which  borders  South 
Africa,  will  be  deprived  of  $33  million  in 
critical  U.S.  aid  at  a  time  when  it  is  fighting 
for  its  very  life. 

And  what  reason  did  the  Reagan  Adminis- 
tration give  for  its  decision?  Well,  back  in 
July  a  Zimbabwean  cabinet  minister  criti- 
cized this  country's  refusal  to  impose  sanc- 
tions against  South  Africa.  Now,  2  months 
later,  the  Administration  labels  the  criti- 
cism a  lack  of  "diplomatic  civility"  on  Zim- 
babwe's part  and  uses  it  as  an  excuse  to  cut 
Zimbabwe  off  at  the  knees. 

The  severance  of  aid  to  Zimbabwe  at  this 
critical  time  is  consistent,  however,  with 
overall  U.S.  policy  in  southern  Africa.  For 
the  Administration  also  arms  and  finances 
the  terrorist  rebel  forces  of  Savimbi,  thus 
helping  to  destabilize  the  important  front- 
line nation  of  Angola. 

It  has  become  clear  that  constructive  en- 
gagement is  more  than  a  policy  which  ef- 
fects (or  more  appropriately,  which  sup- 
ports) the  apartheid  regime  of  South  Africa. 
More  broadly,  constructive  engagement  is 
also  designed  to  topple  the  independent 
Black  nations  of  southern  Africa  because 
they  refuse  to  back  this  country's  inhumane 
policies  there. 

The  arrogant  racism  of  the  Reagan  Ad- 
ministration's Africa  policy  is  simply  an  ex- 
tension of  its  racist  domestic  policy.  The 
same  folks  who  are  trying  to  cut  affirmative 
action  and  minority  Small  Business  Admin- 
istration set-asides  here  are  also  trying  to 
overthrow  legitmate  Black  governments 
over  there. 

This  is  why  Jesse  Jackson's  fact-finding 
tour  of  southern  Africa  is  so  important. 
Jesse  has  emphasized  the  contradictions  of 
this  Administration's  policies.  He  has  also 
focused  the  spotlight  on  the  realities  of 
southern  Africa. 

For  example,  a  lengthy  Washington  Post 
article  on  the  Jackson  trip  noted,  "As  he 
[Jesse]  traveled  farther,  into  Mozambique 
and  Zambia,  Jackson  was  told  how  Pretoria- 
backed  rebels  had  severed  the  landlocked 
front-line  states'  alternative  transportation 
routes  to  the  sea  through  Mozambique  and 
Angole,  forcing  them  into  greater  depend- 
ence on  South  Africa's  transport  netowrk." 

It  is  essential  that  we  combat  Mr.  Rea- 
gan's fantasy  interpretation  of  the  South 
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African  situation  with  the  grim  reality.  And 
the  reality  is  that  unless  this  country  steps 
up— rather  than  withholding— its  aid  to  the 
independent  states  of  southern  Africa,  those 
countries  will  fall  under  South  Africa's 
domination.  We  must  not  sit  back  and  allow 
Ronald  Reagan  and  P.W.  Botha  to  double- 
term  against  the  legitimate  forces  of  histo- 
ry. 

This  is  Benjamin  P.  Chavis,  Jr.  of  the 
United  Church  of  Christ  for  Civil  Rights 
Journal. 


THE  STATELESS  OF  CYPRUS 


HON.  G.  WILLIAM  WHITEHURST 

OF  VIRGINIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23.  1986 

Mr.  WHITEHURST.  Mr.  Speaker,  an  editorial 
which  appeared  in  the  Wall  Street  Journal  of 
September  22,  1986,  raised  some  excellent 
points  with  regard  to  the  ongoing  troubles  on 
the  island  of  Cyprus,  and  I  am  pleased  to 
share  these  comments  with  my  colleagues  at 
this  point  in  the  Record. 

The  artificial  ratio  of  1 0  to  7  is  obnoxious  to 
the  Republic  of  Turkey,  whose  needs  should 
be  judged  strictly  on  their  own  merits  and  on 
the  basis  of  their  contributions  to  U.S.  securi- 
ty. Turkey  is  a  linchpin  in  our  NATO  defense. 
The  Turks,  and  they  alone,  block  Soviet 
access  to  the  Mediterranean,  which  is  the  key 
to  control  of  Europe.  They  provide  NATO  with 
820,000  active-duty  troops,  second  only  to  the 
United  States,  and  serve  to  tie  down  45 
Warsaw  Pact  divisions.  In  addition,  Turkey 
gives  us  indispensable  listening  posts  on  the 
Soviet  border,  enabling  us  to  detect  nuclear 
tests  and  troop  movements,  and  gain  other 
data  particularly  valuable  to  our  Sixth  Fleet, 
and  Turkey  accomplishes  a  crucial  NATO  role 
with  World  War  II  destroyers,  antitank  weap- 
ons from  the  Korean  and  Second  World  Wars, 
and  fighter  aircraft  of  which  75  percent  are 
over  1 5  years  old.  I  feel  very  strongly  that  Tur- 
key's needs  should  be  judged  objectively.  At- 
tempts to  link  them  to  any  other  country  are 
unnecessary  and  gratuitous  and,  perhaps 
even  worse,  inimical  to  the  best  interests  of 
both  NATO  and  the  United  States. 

As  this  editorial  makes  clear,  Mr.  Speaker, 
the  10;7  ratio  is  also  not  in  the  best  interests 
of  Cyprus,  and  we,  in  the  Congress,  have  the 
responsibility,  and  should  have  the  courage,  to 
take  the  steps  recommended  by  the  Journal 
editorial,  and  thereby  do  what  is  best  not  only 
for  ourselves  and  NATO,  but  for  all  of  the 
people  of  Cyprus,  as  well. 

I  urge  my  colleagues  to  read  this  editorial 
carefully  and  end  our  collusion  with  Mr.  Pa- 
pandreou. 

[Prom  the  Wall  Street  Journal.  Sept.  22, 

1986] 

The  Stateless  of  Cyprus 

When  President  Rauf  Denktash  of  the 
'Turkish  Republic  of  Northern  Cyprus  "  ar- 
rived in  the  United  States  last  week,  he  and 
his  entourage  were  given  visas  stamped 
"stateless  persons. "  That  is  because  the 
United  States  recognizes  only  the  Greek 
Cypriot  government.  The  United  States 
should  reconsider  that  policy. 

The  problem  of  Cyprus  can  be  summed  up 
in  two  words,  Andreas  Papandreou.  The  last 
thing  the  socialist  Greek  premier  wants  is  a 


EXTENSIONS  OF  REMARKS 

resolution  of  the  island's  differences.  He 
would  lose  his  opportunity  to  accuse  Turkey 
of  devious  intentions,  which  he  does  to  dis- 
tract Greeks  from  their  decrepit  economy. 
Just  as  important,  he  would  lose  the  collu- 
sion of  the  U.S.  Congress.  Since  Turkey's 
1974  military  intervention,  U.S.  aid  has  been 
held  to  a  10:7  ratio  for  Turkey  and  Greece. 
That  allows  Mr.  Papandreou  to  influence 
military  aid  to  Turkey  by  not  making  full 
use  of  his  own. 

Cyprus  is  not  Lebanon  nor  Northern  Ire- 
land. The  Turkish  inten^ention  effectively 
separated  the  island's  two  nationalities  who, 
for  14  years,  had  been  periodically  pitted 
against  each  other  by  a  succession  of  dema- 
gogues. The  Turkish  minority— about  20%— 
is  not  asking  for  equal  government  repre- 
sentation. It  wants  the  system  promised  by 
the  1960  independence  constitution  that  was 
signed  by  Britain  with  Greece  and  Turkey 
as  guarantors.  This  would  still  giv?  Greeks 
the  presidency  and  the  upper  hand  in  the 
legislative  bodies.  If  Turkish  rights  could  be 
secured,  Mr.  Denktash  would  be  willing  for 
his  government,  now  recognized  only  by 
Turkey,  to  be  temporary. 

It  is  one  of  the  great  myths  of  our  time 
that  Turkey  is  behind  the  troubles.  Athens, 
not  Ankara,  is  the  enemy  of  Cyprus.  In 
1974,  the  Greek  colonels  staged  a  coup  on 
the  island  to  encourage  mainland  interest  in 
unification.  They  replaced  Archbishop  Ma- 
karios  with  a  convicted  pro-unification  ter- 
rorist. This  led  to  bloodshed  and  the  arrival 
of  troops  from  Turkey.  A  Greek  appeals 
court  in  1979  said  that.  "Turkey,  as  one  of 
the  guarantor  powers,  had  the  right  to  ful- 
fill her  obligations.  The  real  culprits  are  the 
Greek  officers  who  engineered  and  staged  a 
coup  and  prepared  the  conditions  for  this 
intervention." 

Mr.  Denktash  told  Journal  editors  that 
his  problems  are  not  so  much  with  current 
Greek  Cypriot  leader  Spyros  Kyprianou  as 
with  Mr.  Papandreou.  who  has  blocked  all 
compromise  proposals  by  U.N.  Secretary 
General  Perez  de  Cuellar.  Mr.  de  Cuellar 
proposes  more  talks  this  month,  but  Mr.  Pa- 
pandreou says  he  wants  an  international 
conference  instead.  Coincidence  no  doubt, 
but  the  Soviets  have  seconded  the  motion 
for  a  conference.  Their  goal  is  to  remove 
Turkish  troops  and  two  British  bases  that 
are  major  Middle  East  listening  posts  for 
the  West. 

The  Greek  Cypriots  have  nothing  to  gain 
from  a  divided  economy,  which  has  reduced 
trade  between  the  two  communities  to 
smuggling.  Nor  is  it  in  their  interest  to  edge, 
along  with  Mr.  Papandreou,  toward  the 
outer  limits  of  NATO.  Nicosia  has  bravely 
jailed  terrorists  who  murdered  Israeli  tour- 
ists and  has  helped  with  U.S.  military  ma- 
neuvers in  the  area. 

The  Greek  colonels  should  have  taught 
Mr.  Papandreou  that  the  jingo  approach  to 
Cyprus  won't  save  a  faltering  government  in 
Athens.  But  so  far  he  hasn't  taken  the  hint. 

The  United  States  should  recognize  the 
Denktash  government  while  encouraging 
the  Greek  Cypriots  to  separate  themselves 
from  Mr.  Papandreou.  This  could  be  just 
the  stick  to  prod  Athens  into  letting  Cyprus 
be  Cyprus. 
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MIDDLETOWN  LIONS  CLUB 


HON.  BENJAMIN  A.  OILMAN 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday.  September  23,  1986 

Mr.  OILMAN.  Mr.  Speaker.  I  am  pleased  to 
call  to  the  attention  of  our  colleagues  that  the 
Lions  Club  of  Middletown,  NY,  will  be  cele- 
brating its  50th  anniversary  this  weekend. 

The  Middletown  Lions  are  affiliated  with 
Lions  Clubs  International,  a  worldwide  organi- 
zation of  over  1.35  million  members,  and 
some  35,000  affiliated  clubs.   ■ 

I  am  certain  that  every  Member  of  Congress 
IS  aware  of  the  fine  works  performed  in  their 
home  districts  by  our  Lions — their  programs 
designed  to  improve  our  environment,  their 
citizenship,  educational  and  public  speaking 
programs,  work  with  the  deaf,  international  un- 
derstanding programs,  international  youth 
camp  programs,  and  their  activities  designed 
to  bring  all  of  us  closer  together. 

In  Middletown,  NY,  the  Lions  are  especially 
noted  for  their  "Lions  Journey  for  Sight," 
which  they  sponsor  every  summer.  Men, 
women,  and  children  of  all  ages  walk,  run,  or 
bicycle  a  20-kilometer  course  in  support  of  the 
sightless.  The  funds  raised  at  this  noteworthy 
event  are  used  for  diabetes  research,  the 
greatest  cause  of  blindness  in  our  Nation,  and 
for  research  for  other  sight-related  problems. 

The  Lions,  although  deserving  the  thanks  of 
all  of  us  for  their  many  worthwhile  programs, 
have  become  especially  well  known  for  their 
work  on  behalf  of  the  sight  impaired  and  the 
sightless.  For  this,  our  hats  are  off  to  them. 

As  the  Middletown  Lions— and  their 
women's  auxiliary,  the  Lionesses — prepare  to 
celebrate  the  anniversary  of  their  founding  in 
1 936,  I  invite  my  colleagues  to  salute  them  for 
their  worthy  projects  and  good  works,  and 
wish  them  continued  success  in  all  of  their 
future  endeavors. 


ANNA  MULLER-NEW  MEXICO 
SMALL  BUSINESS  CHAMPION 


HON.  BILL  RICHARDSON 

OF  NEW  MEXICO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 
Mr.  RICHARDSON.  Mr.  Speaker.  I  rise 
today  in  tribute  to  a  very  special  woman,  Anna 
Muller,  president  of  National  Economic  Devel- 
opment Associates  [NEDA],  Inc.,  in  Albuquer- 
q.e,  NM.  Ms.  Muller  has  dedicated  16  years 
of  her  professional  career  to  assisting  minonty 
entrepreneurs  establish  and  successfully  oper- 
ate their  business.  It  is,  in  part,  through  her 
diligence  and  perseverance  that  the  small 
business  community  in  my  State  continues  to 
expand  and  prosper. 

Mr.  Speaker,  National  Economic  Develop- 
ment Associates,  Inc.,  with  Anna  Muller  at  the 
helm,  is  recognized  as  a  builder  of  companies, 
throughout  the  Third  Congressional  Distnct.  I 
would  like  to  take  this  opportunity  to  acknowl- 
edge and  salute  Ms.  Muller's  outstanding  con- 
tributions. Her  company  has  sponsored  many 
conferences,  in  areas  of  New  Mexico  currently 
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facing  high  unemployment  and  unstable  eco- 
nomic conditions.  She  provides  assistance  in 
the  areas  of  capital  development  and  financ- 
ing; marketing  and  advertising;  procurement 
and  contracting;  computer  networking;  con- 
struction contracting;  financial  and  production 
management;  and  accounting  and  tax  plan- 
ning. As  we  al!  know,  giving  advice  that  gets 
results  in  any  of  these  areas  requires  a  high 
degree  of  professional  skill. 

Through  her  long  and  creditable  record  she 
has  earned  the  respect  of  procurement  per- 
sonnel in  both  the  private  and  public  sectors. 
Her  planning  and  coordinating  skills;  her 
public  speaking  abilities  and  her  political  savvy 
are  a  tremendous  asset  to  the  State  of  New 
Mexico. 

In  praise  of  her  accomplishments  I  call  on 
all  my  colleagues  in  the  U.S.  Congress  to  join 
me  in  cor>gratulating  NEOA  and  Anna  Muller, 
and  in.  wishing  her  continued  success  in 
making  New  Mexico  a  better  place  in  which  to 
live. 


TRIBUTE  TO  LEO  MIDDLETON 


HON.  ROY  DYSON 

OF  MARYLAND 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 
Mr.  DYSON.  Mr.  Speaker,  I  rise  today  with 
great  regret  to  note  the  passing  of  a  good 
friend  and  a  respected  citizen  of  Waldorf,  MD, 
Mr.  Leo  Middleton.  Throughout  his  life,  he 
worked  to  make  his  community  a  better  place 
to  live.  Mr.  Middleton  was  the  founder  of  Tri- 
County  Federal  Savings  and  Loan,  His  institu- 
tion was  responsible  for  providing  money  so 
that  many  families  in  southern  Maryland  could 
build  homes,  start  and  expand  business,  pay 
for  higher  education,  and  meet  family  emer- 
gencies. 

Mr.  Middleton  lived  his  life  with  vigor  and  vi- 
tality and  he  was  always  ready  to  pitch  in 
when  anyone  was  in  need.  As  one  of  10  chil- 
dren he  learned  the  value  of  sharing.  He  was 
always  giving  his  time  and  energy  to  civic 
needs  and  charitable  activities.  He  was  a 
charter  member  of  the  Lions  Club  Internation- 
al, a  former  member  of  the  Waldorf  Volunteer 
Fire  Department,  a  member  of  the  St.  Vincent 
de  Paul  Society,  the  Charies  County  Histoncal 
Society,  and  the  Society  for  the  Restoration  of 
Mt.  Carmel. 

I  would  like  to  extend  my  condolences  to 
Mrs.  Middleton  and  their  six  children.  He  will 
be  missed  by  all  of  the  citizens  of  southern 
Maryland. 


THE  150TH  ANNIVERSARY  OF 
THE  CAVE  SPRING  BAPTIST 
CHURCH 


HON.  GEORGE  (BUDDY)  DARDEN 

OF  GEORGIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  DARDEN.  Mr.  Speaker,  the  people  who 
settled  the  community  of  Cave  Spring,  GA, 
early  in  the  19th  century  recognized  the  para- 
pfKXjnt  importance  of  religion  and  education  in 
the  life  of  their  new  community.  They  estab- 
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lished  Cave  Spring  Baptist  Church  to  meet  the 
spirtual  needs  of  the  people.  The  church  con- 
gregation, in  turn,  established  Hearn  School- 
now  Hearn  Academy— to  provide  educational 
opportunities. 

It  was  through  the  direct  influence  of  O.P. 
Fannin,  one  of  the  principals  of  Hearn  School, 
that  the  Georgia  School  for  the  Deaf  was  es- 
tablished at  Cave  Spring  in  1847.  Mr.  Fannin 
had  become  acquainted  with  the  special 
needs  of  deaf  students  when  four  deaf  chil- 
dren were  admitted  to  Hearn  School  a  year 
eariier. 

I  recently  had  the  honor  of  participating  in 
the  sesquicentennial  celebration  of  Cave 
Spring  Baptist  Church.  The  members  of  that 
congregation  can  be  justifiably  proud  of  the 
role  their  church  has  played  in  the  spintual 
and  educational  growth  of  the  community. 

Mr.  Speaker,  I  invite  my  colleagues  to  join 
me  in  congratulating  the  people  of  Cave 
Spring  Baptist  Church  on  the  150th  anniversa- 
ry of  that  institution,  and  to  send  best  wishes 
for  the  future  of  that  church  tc  the  congrega- 
tion and  its  pastor,  the  Reverend  Glen  Puck- 
ett. 
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ABUSES  IN  THE  DRUG  BILL 


HON.  BARNEY  FRANK 

OF  MASSACHUSETTS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  FRANK.  Mr.  Speaker,  a  great  deal  of 
good  work  has  been  done  by  Members  of  the 
House  on  the  problem  of  drugs,  and  the  ma- 
jority and  minority  leaders,  and  the  chair  of 
the  House  Select  Committee  on  Narcotics, 
Mr.  Rangel,  deserve  credit  for  their  efforts  to 
forge  a  legislative  response  to  a  terrible  prob- 
lem. But  unfortunately,  the  actions  taken  by 
the  House  when  this  bill  came  to  the  floor  re- 
sulted in  a  poor  piece  of  legislation  which  will 
damage  the  drug  traffic  less  than  it  will 
damage  some  basic  principles  of  our  Govern- 
ment. I  believe  the  editorial  in  the  Boston 
Globe  from  September  15  makes  that  point 
well,  and  I  ask  that  it  be  printed  here. 
Abuses  in  the  Drug  Bill 

In  the  election-year  stampede  to  crush  the 
drug  menace,  the  US  House  has  trampled 
upon  civil  liberties  and  wrapped  dangerous 
precedents  in  a  dust  cloud  of  righteous 
fervor. 

Eager  to  show  their  constituents  how 
tough  they  are.  House  members  have  fallen 
into  a  trap  created  by  their  exaggerated 
rhetoric,  and  have  approved  several  amend- 
ments of  dubious  constitutionality. 

U.S.  Rep.  Peter  W.  Rodino  Jr.  of  New 
Jersey,  hardly  a  radical  man,  tried  to  shake 
some  sense  into  the  legislative  warriors: 
"Today  we  have  been  fighting  the  war  on 
drugs.  And  now  it  seems  to  me  the  attack  is 
on  the  Constitution  of  the  United  States." 

His  warnings  were  ignored.  The  House  or- 
dered the  president  to  use  the  military  to 
stop  the  flow  of  drugs  into  the  country  and 
eradicate  the  traditional  line  between  mili- 
tary and  civilian  law  enforcement.  Another 
amendment  would  change  the  exclusionary 
rule  and  permit  the  introduction  of  illegally 
obtained  evidence  in  cases  where  police 
acted  in  good  faith  but  made  an  error.  The 
death  penalty  would  be  imposed  for  a  killing 
in  the  course  of  a  drug-related  crime. 


Drugs  threaten  the  fabric  of  society.  Drug 
abuse  shows  no  respect  for  class,  racial  or 
economic  lines.  A  major  investment  of  re- 
sources and  effort  is  necessary  to  keep  nar- 
cotics out  of  the  country,  track  and  punish 
traffickers  and  pushers,  educate  young 
people  of  the  dangers  and  provide  treat- 
ment to  addicts. 

Yet,  macho  measures  that  undermine 
principles  that  make  America  strong  are 
more  likely  to  sabotage  a  much-needed  fed- 
eral response  to  the  drug  problem.  Al- 
though this  bill  was  patched  together  in  an 
election  season  to  preempt  the  Republican- 
controlled  Senate  and  the  White  House,  it 
contains  worthwhile  provisions  that  are  ob- 
scured by  the  controversial  amendments. 

It  increases  money  for  enforcement  by  the 
police  and  the  federal  Drug  Enforcement 
Administration.  It  provides  funding  for 
drug-education  programs  modeled  on  Gover- 
nor Dukakis'  Alliance  Against  Drugs.  It  re- 
stores funding  for  drug-abuse  and  treatment 
programs.  It  attempts  to  stop  the  drug  trade 
at  the  source  by  penalizing  drug-producing 
countries  that  refuse  to  cooperate  with  drug 
eradication. 

Rep.  Brian  Donnelly  of  Massachusetts 
said  that  "mob  mentality"  ruled  when  the 
House  considered  the  bill.  A  mob  cannot 
make  lasting  and  effective  law.  Congress 
must  not  sacrifice  the  substance  of  this  bill 
to  excessive  zeal. 


OUR  MISSING  CHILDREN 
PROGRAM 

HON.  MARTY  RUSSO 

OF  ILLINOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  RUSSO.  Mr.  Speaker,  today  I  would  like 
to  commend  to  the  attention  of  my  colleagues 
an  excellent  legislative  action  program  begun 
in  my  district  which  is  designed  to  recover 
children  who  have  been  kidnapped  or  who 
have  decided  to  run  away.  Our  Missing  Kids,  a 
not-for-profit  organization  supported  solely  by 
private  funds,  believes  that  flagging  birth  cer- 
tificates and  school  records  of  missing  chil- 
dren is  a  key  to  tracing  perhaps  as  many  as 
half  of  all  youngsters  who  are  abducted  or  run 
away  from  home.  I  agree. 

This  straightfonward  and  workable  approach 
to  locating  missing  children  was  the  brain- 
storm of  Jerry  Harmon.  He  is  a  retired  Cook 
County  sheriff's  lieutenant  who  spent  many 
years  investigating  missing  children  cases  and 
he  is  now  a  consultant  to  the  Burbank  Police 
Department  in  the  Third  District.  In  1985,  Our 
Missing  Kids  was  started  by  Harmon,  Burton 
Odelson,  and  Chief  Robert  Erickson  and  has 
won  the  support  and  assistance  of  the  Veter- 
ans of  Foreign  Wars,  the  Elks,  Serloma,  and 
political  leaders  in  Illinois.  Citizens  in  other 
States  are  volunteering  to  stan  similar  citizens 
groups  to  propose  and  promote  laws  to  flag 
birth  certificates  and  school  records  of  miss- 
ing kids. 

According  to  Mr.  Odelson,  an  Oak  Lawn  at- 
torney who  has  been  named  national  coordi- 
nator for  Our  Missing  Kids: 

The  vast  majority  of  missing  kids  are 
taken  by  one  parent  or  another,  are  run- 
aways, or  have  been  taken  out  of  state  to  be 
raised  by  someone  who  has  no  intention  of 
doing  them  bodily  injury.  .  .  .  Our  goal  is  to 
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attack  the  large  percentage  of  missing  chil- 
dren cases.  If  someone  abducts  a  child  and 
attempts  to  enroll  that  kid  in  a  school  he 
would  need  a  birth  certificate. 

This  program  can  only  work  with  full  suc- 
cess if  all  50  States  are  using  it.  The  legisla- 
tion Our  Missing  Children  promotes  is  sound 
and  I  urge  my  colleagues  to  look  at  it  and 
push  for  it  in  their  own  State,  as  we  have  in 
Illinois.  The  legislation  would: 

First,  require  the  State  registrar  of  vital  sta- 
tistics to  flag  a  birth  certificate  on  missing  per- 
sons age  1 7  and  younger. 

Second,  require  schools  to  flag  a  student's 
records,  age  1 7  and  younger. 

Third,  require  law  enforcement  agencies  to 
flag  a  birth  certificate  at  the  State  registrar  of 
vital  statistics  office  of  any  missing  person 
age  1 7  and  younger. 

Fourth,  require  law  enforcement  agencies  to 
flag  a  student's  file  of  any  missing  person  age 
1 7  and  younger  at  his  or  her  school. 

Fifth,  require  parents,  or  whoever  has  custo- 
dy or  control  over  a  child,  age  17  and  under, 
to  provide  the  school  with  recent  certified 
copy  of  the  birth  certificate. 

Mr.  Speaker,  there  are  2  million  missing 
children  in  this  country.  With  the  Our  Missing 
Children  Program  in  place  how  much  anguish 
we  could  eliminate,  and  how  many  children 
would  not  be  denied  the  truth  of  their  hghtful 
place  in  the  world.  Under  the  our  missing  chil- 
dren system,  when  a  child  disappears,  the 
police  immediately  notify  the  local  county 
clerk  where  the  child's  birth  certificate  is  locat- 
ed, and  the  clerk  then  flags  the  certificate, 
which  means  no  one  at  any  time  can  obtain  a 
certified  copy,  no  matter  the  reason,  without 
authorities  being  notified.  Policy  inform  the 
school  district  of  the  child's  disppearance  and 
the  records  are  flagged— if  anyone  requests  a 
copy  of  those  records,  school  officials  would 
be  required  to  notify  policy  immediately. 

As  Jerry  Harmon  has  stated: 

Our  goal  is  to  find  children  who  are  alive, 
children  living  by  themselves  or  with  adults 
and  who  may  not  know  their  true  identities. 

It's  a  worthy  and  timely  goal.  I  applaud  Our 
Missing  Children  and  hope  that  others  learn- 
ing of  this  program  and  the  fine  work  of  these 
dedicated  citizens  will  take  action  to  imple- 
ment it  in  their  own  State. 


A  CONGRESSIONAL  SALUTE  TO 
HARRY  FRANTZ 


HON.  GUS  YATRON 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  YATRON.  Mr.  Speaker,  I  rise  today  to 
pay  tribute  to  my  good  friend,  Mr.  Harry 
Frantz.  On  October  11,  1986,  a  dinner  and 
party  will  be  held  to  honor  Harry  on  the  occa- 
sion of  his  retirement  after  35  years  of  service 
with  the  Social  Security  Administration. 

Harry  has  had  a  long  and  distinguished 
career  with  the  Social  Security  Administration. 
After  a  tour  of  duty  with  the  Navy  and  his 
graduation  from  Kutztown  University  in  1950, 
Harry  taught  school  for  1  year.  He  joined  the 
ranks  of  Social  Secunty  employees  in  March 
1951  as  a  claims  representative  trainee  in  the 
Wilmington,    DE,    office.    In    recognition    of 
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Harry's  commitment  to  SSA,  he  rapidly  ad- 
vanced up  the  promotion  ladder.  He  became 
supervisor  of  the  Wilmington  office  and.  in 
1960,  he  was  promoted  to  assistant  manager 
of  the  Geneva,  NY,  office  and  later  served  in 
the  same  position  in  Binghamton,  NY.  In 
1966,  Harry  was  promoted  to  manager  of  the 
Williamsport,  PA,  office  and  transferred  to  the 
Reading,  PA,  office  as  manager  in  1980. 

Harry's  compassion,  integrity  and  commit- 
ment to  public  service  have  been  widely  ac- 
knowledged and  appreciated  by  all  those  he 
has  assisted  over  the  years.  His  dedication 
has  also  been  recognized  by  his  colleagues  at 
Social  Security.  During  his  career  with  SSA, 
he  has  received  a  high  quality  increase  and 
three  superior  work  performance  awards.  In 
1978,  he  received  the  Commissioner's  Cita- 
tion, the  Administration's  highest  award.  In  ad- 
dition to  these  many  honors,  Harry  has  been 
active  with  the  Management  Association 
Council  at  the  local,  regional  and  Federal 
levels. 

Harry  was  born  and  raised  in  the  area  and 
was  especially  well-known  for  this  athletic  abil- 
ity. He  lettered  in  three  sports  while  attending 
Kutztown  and  later  played  semipro  baseball.  I 
can  personally  attest  to  Harry's  skills  as  we 
were  teammates  on  the  Kutztown  football 
team.  He  remains  an  avid  sports  fan  and  is 
also  active  in  a  number  of  community  organi- 
zations. He  has  been  a  member  of  the 
Kiwanis  board  of  directors  for  3  years  and  has 
served  on  the  board  of  directors  of  the  Berks 
County  Senior  Citizens'  Council  for  5  years. 
These  activities  are  further  evidence  of 
Harry's  commitment  to  assisting  -the  area's 
senior  citizens. 

Retirement  will  give  Harry  more  time  to 
spend  with  his  wife,  Marcene,  and  their  three 
children  and  seven  grandchildren.  I  am  sure 
that  he  will  also  devote  more  time  to  his  hob- 
bies of  collecting  coins,  Depression-era  glass 
and  antiques.  Harry  will  be  able  to  look  back 
with  pride  on  a  career  of  selfless,  dedicated 
public  service  which  provides  a  shining  exam- 
ple for  all  to  emulate.  I  know  that  my  col- 
leagues will  join  me  in  honoring  Harry  Frantz 
and  in  wishing  him  and  his  family  continued 
success  and  good  fortune  in  the  years  to 
come. 
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BATTLE  HYMN  OF  AGING 


HON.  HAL  DAUB 

OF  NEBRASKA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  DAUB.  Mr,  Speaker,  I  appreciate  this 
opportunity  to  insert  in  the  Record  the 
"Battle  Hymn  of  Aging."  I  think  Members  of 
Congress  and  older  Americans  alike  will  ap- 
preciate the  message  conveyed: 

Battle  Hymn  of  Aging 

(Tune  of  Battle  Hymn  of  the  Republic) 
We  reach  the  age  of  sixty-five. 
Our  golden  years  are  here. 
They  tell  us  that  the  age  begins 
A  happy  new  career,  for  now  our  Uncle  Sam 

becomes 
Our  permanent  cashier 
As  we  go  marching  on. 

(Chorus) 
Glory.  Glory  Hallelujah. 


Glory.  Glory  Hallelujah, 

Glory,  Glory  Hallelujah, 

As  we  go  bravely  on. 

Our  Social  Security  from 

Baltimore  is  sent. 

We  buy  a  little  bit  of  food  and 

Maybe  pay  the  rent. 

And  after  that  we're  really  broke. 

Yes.  left  without  a  cent. 

But  we'll  go  bravely  on. 

(Chorus) 
And  as  for  checks  from  Medicare. 
Will  someone  tell  us  how 
They  always  find  some  doctor  bills 
They  sadly  disallow. 
And  dental  cost,  as  well  we  know. 
They  wholly  disavow. 
But  we'll  go  bravely  on. 

(Chorus) 
We  don't  know  how  we  make  it 
As  we  live  from  day  to  day. 
With  income  fixed,  and  prices  up. 
There  is  always  more  to  pay. 
So  minding  our  arthritis. 
Let's  get  on  our  knees  and  pray 
That  we'll  go  bravely  on. 

(Chorus) 
And  first  of  all.  let's  thank  the  Lord 
That,  we  are  still  alive. 
The  dreams  we  have  may  still  come  true. 
When  we  are  ninety-five. 
So  please.  Dear  Lord,  give  us  the 
Strength  our  troubles  to  survive- 
As  we  go  bravely  on. 


DALY  CITY,  CA,  CELEBRATES  75 
YEARS  OF  PROGRESS 


HON.  TOM  LANTOS 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  LANTOS.  Mr.  Speaker,  I  am  delighted 
to  bnng  to  the  attention  of  this  House  the 
celebration  of  the  75th  anniversary  of  the  in- 
corporation of  Daly  City,  CA. 

Following  the  earthquake  and  fire  that  dev- 
astated San  Francisco  in  1906.  families 
sought  refuge  on  a  dairy  farm  owned  by  John 
Daly  just  south  of  the  city  of  the  San  Francis- 
co Peninsula.  The  farm  became  the  focal 
point  for  the  establishment  of  a  new  communi- 
ty—Daly City— which  was  incorporated  March 
22,  1911. 

The  population  of  Daly  City  has  grown  from 
2,900  at  the  time  it  was  incorporated  to  its 
present  size  of  82,000.  This  outstanding 
family-oriented  community  continues  to  wel- 
come new  residents  of  many  nationalities  and 
backgrounds.  This  rich  cultural  mix  typifies  the 
unique  ethnic  heritage  of  our  country. 

Daly  City  has  won  national  recognition  as  a 
convenient  and  affordable  residential  commu- 
nity. The  Westlake  Neighborhood  of  Daly  City 
was  selected  by  Ladies  Home  Journal  as  one 
of  the  "Fifteen  Best  Suburbs"  in  the  United 
States.  The  magazine  described  Daly  City  as 
follows:  "Many  bay  area  communities  are 
swankier,  but  this  comfortable  middle-class 
area  offers  a  stimulating  cross-section  of 
people  and  excellent  transportation." 

In  1984,  Daly  City  received  the  City  Livability 
Award  of  the  U.S.  Conference  of  Mayors.  This 
national  honor  was  given  in  recognition  of 
Daly  City's  creative  use  of  the  arts  in  an  urban 
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environment  to  foster  "improve  economic  vi- 
tality of  the  community." 

Mr.  Speaker,  I  invite  you  and  the  Congress 
of  the  United  States  to  join  me  in  extending 
cor^ratuiatKsns  to  the  citizens  of  Daly  City  as 
they  celebrate  their  75th  anniversary.  Daly 
City  Is  justly  proud  of  its  growth  and  progress 
over  its  past  three-quarters  of  a  century.  The 
city  and  Its  citizens  now  face  a  bright  future 
with  enthusiasm  and  confidence. 


KILDEE  PAYS  TRIBUTE  TO  ST. 
NICHOLAS  ORTHODOX  CHURCH 


HON.  DALE  E.  KILDEE 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday.  September  23,  1986 

Mr.  KILDEE.  Mr.  Speaker,  I  would  like  to 
bring  to  the  attention  of  my  colleagues  and 
the  Nation  an  event  that  will  be  held  October 
12,  1986,  in  Burton,  Ml,  commemorating  the 
founding  of  the  St.  Nicholas  Orthodox  Church. 
On  this  day,  the  St.  Nicholas  Orthodox  Church 
will  celebrate  its  70th  anniversary. 

Historic  St.  Nicholas  Orthodox  parish  can 
trace  its  beginnings  in  Flint  to  the  determined 
efforts  of  a  handful  of  devout  Slavic  immi- 
grants beginnir>g  in  the  early  1900's.  In  1916, 
under  the  leadership  of  the  church's  first 
rector.  Father  N.  Nikolenko,  the  St.  Nicholas 
Orthodox  pansh  became  a  reality.  A  church 
was  soon  built  and  the  parish  began  to  grow. 
Since  that  time,  through  good  times  and 
through  bad,  the  St.  Nicholas  Orthodox 
Church  has  been  an  unwavering  source  of 
spiritual  strength  and  enrichment  for  Its  parish- 
ioners and  has  reached  out  to  extend  its  love 
and  service  to  the  entire  community.  Through 
its  70  years  in  existence,  the  church  has  man- 
aged to  preserve  the  rich  and  varied  ethnic 
roots  of  many  diverse  cultures.  Since  1916, 
the  St.  Nicholas  pansh  has  served  as  a  cata- 
lyst for  community  ethnic  activities  and  it  re- 
mains a  model  for  the  propagation  of  good 
will  and  Christian  fellowship  within  the  Sev- 
enth Congressional  District. 

Mr.  Speaker,  the  St.  Nicholas  Orthodox 
Church  continues  to  serve  as  a  blessed  place 
of  worship  and  a  wellspring  of  faith  and  inspi- 
ration for  Its  parishioners.  Under  the  spiritual 
leadership  of  its  current  rector,  the  Very  Rev- 
erend Father  Raphael  Biernacki,  St.  Nicholas 
continues  to  foster  txjth  Christian  and  ethnic 
values  within  the  community.  It  is  a  great 
honor  for  me  to  pay  tribute  to  this  distin- 
guished church  on  the  occasion  of  its  70th 
brithday,  and  in  the  words  of  the  church, 
"Slava  Isusu  Christu!  Slava  Vo  Viki! ' 
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Brey,  Austin  Burke,  Paul  Cuneo,  Anthony 
Martin,  Edward  McHugh,  Anthony  Ramick, 
Thomas  "Dick"  Scarduzio  (posthumously), 
and  James  Vandy. 

While  fast  pitch  softball  has  long  been  a  fa- 
vorite amateur  sport  for  millions  of  Americans, 
many  outstanding  players  have  never  been 
properly  recognized. 

The  South  Jersey  Fast  Pitch  Softball  Hall  of 
Fame  Association  was  recently  organized, 
under  the  aggressive  leadership  of  Joe  Bren- 
nan,  to  honor  these  fine  athletes. 

On  Wednesday,  September  24,  1986,  the 
association  will  induct  its  first  10  members,  all 
of  whom  are  recognized  as  south  Jersey's 
greatest  fast  pitch  softball  players  ever  to  play 
the  game. 

Mr.  Speaker,  I  am  sure  our  colleagues 
would  be  pleased  to  join  with  me,  the  South 
Jersey  Fast  Pitch  Softball  Association,  and  all 
softball  fans  throughout  south  Jersey  in  recog- 
nizing these  10  accomplished  atheletes,  not 
only  for  their  athletic  abilities,  but  also  for  their 
commitment  to  keeping  this  great  American 
pastime  alive  in  south  Jersey. 
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THE  DRUG  WAR 


PAST  PITCH  SOFTBALL 
HONORED 


HON.  JAMES  J.  FLORIO 

OF  NEW  JERSEY 
IN  THE  HOOSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  FLORIO.  Mr.  Speaker,  I  rise  today  to 
recognize  10  individuals  from  New  Jersey,  the 
first  10  inductees  into  the  South  Jersey  Fast 
Pitch  Softball  Hall  of  Fame  Association, 
Charies    Bittner,    Robert    Brennan,    Charles 


A  PROUD  DAY  IN  INDIANA 


HON.  JOE  KOLTER 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  KOLTER.  Mr.  Speaker,  we  so  often 
hear  about  the  negative  aspects  of  American 
industry,  that  I  rise  without  hesitation  today  to 
point  out  one  very  positive  event  that  de- 
serves recognition  not  only  throughout  the 
American  business  and  labor  community,  but 
here  in  Washington  before  Congress  as  well. 

On  August  22,  1986,  Fisher  Scientific  Instru- 
ment Manufacturing  Division,  1410  Wayne 
Avenue,  Indiana,  PA,  celebrated  2  million  con- 
secutive hours  without  a  lost-time  injury. 

Many  of  my  colleagues  here  are  business- 
men or  former  businessmen,  many  are  former 
employees— tx)th  white  and  blue  collar— of 
large  and  small  industry,  and  they  know  as  I 
do  that  this  is  a  special  accomplishment. 

An  event  such  as  this  one  is  an  unusual 
milestone  in  today's  industrial  environment. 

I  extend  my  congratulations,  and  the  wishes 
of  my  colleagues,  to  Fisher  Scientific  on  this 
achievement.  As  Americans,  we  here  in  Con- 
gress are  very  proud  to  point  to  this  fine  ex- 
ample of  American  performance  as  yet  an- 
other illustration  that  American  industrial  ability 
is  not  nearly  as  tarnished  as  the  naysayers  in- 
dicate. 

From  the  floor  of  the  House  of  Representa- 
tives to  my  friends  at  Fisher  Scientific— both 
rank  and  file— I  thank  you  for  bringing  such 
distinction  to  the  Fourth  Congressional  District 
and  I  admire  your  ability  to  provide  and  keep  a 
safe  working  place. 


HON.  NEWT  GINGRICH 

OF  GEORGIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  GINGRICH.  Mr.  Speaker,  I  recently 
came  across  an  exciting  and  innovative  ap- 
proach to  fighting  the  drug  war.  Mac  Collins 
has  found  an  inexpensive  yet  cost-effective 
way  to  deter  drug  use  and  make  our  streets 
safer.  I  would  like  to  take  this  opportunity  to 
share  his  proposal  with  my  colleagues: 

JoNESBORO.  GA.— Declaring  that  "we  are 
in  an  open  war  on  drugs."  Georgia  State 
Senate  candidate  Mac  Collins  propos'^i 
today  a  legal  weapon  for  Immediate 
combat— confiscating  of  vehicles  and  driv- 
ers' licenses  of  drug  users. 

"We  need  to  jerk  the  wheels  right  out 
from  under  them,"  Collins  said.  "It's  legally 
possible.  If  we  can  do  it  for  spotlighting 
deer  while  hunting  at  night,  we  can  do  it  for 
drug  possession. 

"All  we  have  to  do  is  get  mad  enough- 
have  the  guts  to  stop  this  threat  that  brings 
death  and  the  ruining  of  young  lives." 

Collins  said  that  "if  President  Reagan 
were  to  ask  me  what  he  should  say  Sunday 
night  to"  the  nation  on  our  drug  abuse  prob- 
lem. I'd  tell  him  we've  got  to  come  down  as 
hard  on  drug  demand  as  drug  supply.  We've 
got  to  make  the  penalties  for  drug  posses- 
sion and  use  hurt."  he  said  emphatically. 

A  Republican  candidate  for  Georgia's  17th 
State  Senate  district.  Collins  is  pushing  that 
very  answer  in  his  upbeat,  issue-laden  cam- 
paign in  Georgia's  Clayton,  Henry  and 
Butts  counties. 

Collins  will  introduce  legislation  to  confis- 
cate vehicles  and  drivers'  licenses  for  60-90 
days  for  first  offenders,  with  tougher  per- 
manent confiscation  of  autos  for  subsequent 
offenses.  "We're  going  to  make  the  penal- 
ties for  drug  possession  in  Georgia  hurt.  If 
they're  going  to  carry  drugs  in  Georgia, 
they  better  carry  busfare. 

"Until  we  go  after  the  drug  demand  side 
of  the  problem— the  drug  user— as  well  as 
the  drug  supply  aspect,  we're  not  going  to 
really  make  a  dent  in  drug  abuse." 

The  self-made  businessman  said  that  "we 
will  continue  to  pour  millions  of  dollars  into 
the  fight  and  still  leave  our  law  enforce- 
ment people  with  one  arm  tied  behind 
them. 

"If  we're  going  to  win  this  thing,  we're 
going  to  have  to  intervene  in  the  market- 
place for  drugs." 

Collins,  the  father  of  four  teenagers,  said 
a  large  part  of  the  problem  is  judicial  per- 
ception of  the  public's  feeling  about  posses- 
sion of  drugs.  "You  will  not  get  to  a  young- 
ster any  quicker  than  jerking  the  wheels  out 
from  under  them.  We  have  raised  our  chil- 
dren with  a  lot  of  communication,  attention 
and  love— and  at  times,  tough  love." 

Collins  said  the  answer  to  the  war  on 
drugs  lies  no  further  than  the  bench  in  the 
closest  courtroom.  "I'm  angry.  Parents  ev- 
erywhere are  angry.  It's  time  to  tell  judges 
to  put  aside  their  close  association  with 
those  fancy  defense  lawyers,  take  off  their 
Gucci's,  put  on  their  brogans  and  help  us 
get  to  work  on  drug  abuse." 

Collins  pointed  out  that  the  cost  of  this 
war  "right  now  every  year  is  a  staggering 
$1.6  billion."  Last  year  the  United  States 
spent  in  its  war  on  drugs  $300  million  on 
drug  education,  treatment  and  research  and 
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$1.3  billion  annually  on  trying  to  stop  the 
surge  of  illegal  drug  shipments  by  encourag- 
ing foreign  farmers  to  replace  marijuana, 
poppy  and  coca-leaf  plants  with  other  crops. 

The  Jaclcson,  Georgia  businessman,  whose 
logging  trucks  roll  over  two-thirds  of  the 
state,  said  Georgia— outside  of  Atlanta— is 
no  different  from  middle  America.  "We're 
ready  to  deal  with  drug  abuse,  and  we  want 
to  do  it  now." 

Collins  believes  the  advent  of  new,  low- 
cost,  playground-access  Itiller  drugs  impacts 
not  only  with  national  security  seriousness, 
but  ranks  as  an  insidious  threat  to  the  na- 
tion's welfare  "on  a  level  with  the  medieval 
plagues." 

Interdiction  in  the  drug  marketplace,  the 
illegal  drug  demand  side  of  the  equation,  he 
says  "is  what  we've  not  been  doing.  Continu- 
ing on  that  course  is  a  losing  situation." 

Collins  doesn't  minimize  the  benefits  of 
drug  education,  interdicting  drug  supply 
and  traffickers,  testing  and  rehabilitation. 

Effectively,  he  said,  "we're  reaching  for 
penalties  beyond  the  local  county  court  for 
youngsters  or  anyone  else  found  using 
drugs.  If  they  have  drugs  on  their  person 
while  in  a  vehicle,  regardless  of  evidence  of 
trafficking— just  simple  possession— they're 
going  to  lose  the  automobile  and  their  driv- 
er's license. 

"When  they  come  home  without  that  car 
their  parents  are  still  paying  on  for  them, 
coming  before  the  judge  is  going  to  be  a 
remote  concern,  compared  to  what  we  used 
to  call  'woodshed  justice,'  "  he  said. 

Collins  said  when  he  first  proposed  his 
drug  measure,  a  young  reporter  asked  what 
a  woodshed  was. 

"I  thought  to  myself  at  the  time,  that 
might  be  part  of  the  problem."  he  mused. 


H.R,  5520,  EXPANSION  OF  THE 
EDUCATION  OF  THE  HANDI- 
CAPPED ACT 


HON.  GEORGE  MILLER 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  MILLER  of  California.  Mr.  Speaker,  I  am 
delighted  that  the  House  has  passed  H.R. 
5520  which  expands  the  Education  for  the 
Handicapped  Act  to  include  infants  and  young 
children.  Public  Law  94-142  was  enacted  by 
Congress  more  than  a  decade  ago,  to  assure 
that  all  disabled  children  have  access  to  a 
free,  appropriate  public  education.  As  a  coau- 
thor of  that  landmark  legislation,  I  am  proud 
that  important  strides  for  disabled  children 
ages  5  to  18  have  been  made  over  the  last  10 
years. 

While  we  can  be  proud  of  that  effort,  major 
improvements  must  be  made  in  this  law.  We 
believed  in  1976  that  the  law's  protections 
should  extend  at  a  minimum  to  3  year  olds. 
Now,  we  have  evidence  that  programs  work- 
ing with  infants  from  birth  can  be  even  more 
effective. 

I  support  the  current  legislation,  H.R.  5520, 
because  it  makes  important  advances  over 
current  law.  Much  of  the  legislation  reflects 
what  the  Select  Committee  on  Children, 
Youth,  and  Families  learned— that  early  inter- 
vention, right  from  the  start,  works  and  is 
cost-effective.  By  improving  the  incentives  for 
States  to  offer  preschool  programs  for  dis- 
abled children  ages  3  to  5,  and  linking  it  more 
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closely  with  Public  Law  94-142  protections, 
and  by  initiating  a  new  program  for  infants  to 
2  year  olds,  we  take  another  step  forward. 

I  am  concerned,  however,  that  we  have  still 
not  gone  far  enough.  Programs  for  3  to  5  year 
olds,  or  for  infants  to  2  year  olds,  will  still  not 
be  mandatory.  A  decade  after  the  passage  of 
Public  Law  94-142,  only  19  States  mandate 
services  for  all  3  to  5  year  olds,  and  very  few 
States  offer  services  for  infants.  Given  the  tre- 
mendous success  that  Public  Law  94-142  has 
had  for  older  children,  and  given  all  tfie  evi- 
dence that  early  intervention  works  and  is 
cost-effective,  we  should  be  providing  the 
same  assurances  that  3  to  5  year  olds  will  be 
able  to  receive  a  free,  appropriate  public  edu- 
cation, giving  infants  a  fair  chance  to  thrive. 

My  final  concern  about  the  infants  to  2- 
year-olds  program  is  that  the  inclusion  of  "at- 
risk"  infants  is  left  to  State  discretion.  We 
have  evidence  that  there  may  be  a  growing 
number  of  infants  who  may  not  have  a  defini- 
tive diagnosis  at  birth,  but  who  are  still  at  risk 
of  developing  a  long-term,  possibly  severe  dis- 
ability. My  own  district  of  Contra  Costa 
County,  CA,  serves  as  an  example  of  what 
can  be  done  to  serve  handicapped  and  at-risk 
infants  and  children  when  there  is  a  commit- 
ment to  do  so.  A  few  examples  include  the 
Miller  Centers  East  and  West,  the  Lynn 
Center,  We  Care,  and  Therapeutic  Nurseries, 
which  all  provide  early  intervention  for  infants 
and  toddlers  who  are  developmentally  de- 
layed, disabled,  or  at  risk  of  abuse  or  neglect, 
or  of  developing  a  disabling  condition. 

In  addition,  parents  of  infants  to  2  year  olds 
should  be  afforded  the  same  protections  as 
all  other  children  served  under  Public  Law  94- 
142,  including  mandatory  parental  involvement 
at  lEP  meetings,  rights  to  an  administrative 
hearing,  and  finally  all  the  rights  accorded 
under  due  process.  The  current  legislation 
falls  short  in  these  areas,  in  my  opinion. 

I  would  hope  that  as  we  move  forward  on 
this  important  legislation,  we  remember  there 
is  still  a  long  way  to  go.  I  commend  the  chair- 
man for  moving  this  bill  in  a  timely  fashion. 
Despite  my  concerns,  this  is  overall  a  much 
needed  piece  of  legislation. 


TRIBUTE  TO  THE  ALLEGHENY 
COUNTY  LABOR  COUNCIL  ON 
ITS  25TH  ANNIVERSARY 


HON.  JOE  KOLTER 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  KOLTER.  Mr.  Speaker,  I  rise  with  pride 
today  to  call  your  attention  to  a  very  signifi- 
cant anniversary  taking  place  this  month  of 
September  1 986.  I  refer  to  the  25th  anniversa- 
ry of  the  founding  of  the  Allegheny  County 
Labor  Council. 

The  council's  formation  reaches  into  the 
past  when,  in  1955,  the  American  Federation 
of  Labor  and  the  Council  of  Industrial  Organi- 
zations joined  forces.  In  response,  the  Pitts- 
burgh ClO's  and  AFL's  began  merger  talks 
that  took  6  years,  coming  to  a  close  in  1961 
when  two  AFL  groups  and  two  CIO  groups- 
all  from  the  Pittsburgh  and  McKeesport 
areas— agreed  to  become  the  Allegheny 
County  Labor  Council. 
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As  Paul  Stackhouse,  Sr.,  the  council's  initial 
first  executive  vice  president  and  current 
president,  related,  the  merger  took  diplomacy 
and  courage  as  the  two  labor  groups  inter- 
twined their  separate  ideologies  for  the 
common  good.  "I  think  God  inten/ened,"  Mr. 
Stackhouse  said  of  the  merger's  success. 

Now,  for  25  years,  the  labor  council  has 
served  the  needs  of  working  men  and  women 
in  Pittsburgh  and  Allegheny  County,  especially 
during  the  recent  trying  economic  times  in 
western  Pennsylvania.  Their  efforts  are  to  be 
commended  and  I  hereby  do  so. 

Today,  I  put  before  the  U.S.  House  of  Rep- 
resentatives my  pride  and  appreciation  of  the 
Allegheny  County  Labor  Council  on  this  spe- 
cial occasion.  I  wish  them  many  more  anniver- 
sanes  t>ecause  they  deserve  it,  and  most  im- 
portantly, the  working  people  of  western 
Pennsylvania  will  t>enefit. 


ALCOHOL,  DRUG  ABUSE,  AND 
MENTAL  HEALTH  AMEND- 
MENTS OF  1986 


HON.  CHARLES  B.  RANGEL 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  RANGEL.  Mr.  Speaker,  I  rise  in  support 
of  H.R.  5259,  the  Alcohol,  Drug  Abuse  and 
Mental  Health  Amendments  of  1986.  This  bill 
would  reauthorize  the  research  programs  of 
the  National  Institute  on  Drug  Abuse  for  3 
more  fiscal  years,  fiscal  year  1987,  fiscal  year 
1 988,  and  fiscal  year  1 989,  with  such  sums  as 
may  be  necessary.  This  will  assure  NIDA 
ample  budget  authority  and  treat  the  agency 
like  most  other  Federal  health  research  agen- 
cies which  do  not  have  specific  authorization 
levels. 

A  specific  authorization  level  establishes  a 
ceiling  on  appropriations  that  can  unduly  re- 
strict funding  for  critical  research  needs.  For 
example,  in  1 986  the  $74  million  authorization 
ceiling  for  NIDA  research  was  insufficient  to 
accommodate  both  proposed  congressional 
funding  increases  and  administration  requests 
for  additional  AIDS  research  funds  for  NIDA. 
The  ceiling,  coupled  with  Gramm-Rudman 
cuts,  forced  NIDA  to  reduce  its  support  for  in- 
dividual research  projects  by  1 5  to  50  percent. 
Cleariy,  we  cannot  expect  to  maintain  a  top 
quality  drug  abuse  research  program  when 
funding  is  so  unstable. 

Drug  abuse  research  is  vital  if  we  are  to 
have  an  adequate  understanding  of  the  physi- 
cal and  psychological  effects  of  various  drugs. 
Such  research  is  also  essential  to  improving 
the  effectiveness  of  drug  abuse  prevention 
and  treatment  efforts.  NIDA's  research  pro- 
grams are  an  essential  part  of  a  national  anti- 
drug abuse  strategy. 

Section  12  of  H.R.  5259  revises  the  statuto- 
ry authority  for  the  Alcohol,  Drug  Abuse,  and 
Mental  Health  Services  [ADMS]  block  grant  to 
change  from  1984  to  1985  the  base  year  used 
for  calculating  a  State's  minimum  allotment. 
The  effect  of  this  change  is  to  require  that  any 
reduction  in  block  grant  funding  in  future  years 
be  allocated  equally  among  all  States. 

In  1984,  Congress  enacted  legislation  to 
revise  the  ADMS  block  grant  allotment  formu- 
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la  to  reflect  an  allocation  based  upon  the  rela- 
tive population  and  per  capita  income  of  the 
States.  Under  this  new  formula,  which  was  in- 
tended to  provide  a  more  equitable  distribution 
of  block  grant  funds,  about  half  the  States  re- 
ceive a  large  share  of  available  moneys.  Cor- 
respondingly, the  proportionate  shares  of  the 
other  States  are  reduced.  My  own  State  of 
New  York  receives  a  smaller  share  of  block 
grant  funds  under  the  new  formula,  even 
though  drug  abuse  problems  in  New  York  are 
anrong  the  most  serious  in  the  Nation.  More- 
over, the  amount  of  State  funds  that  New 
York  allocates  to  drug  abuse  on  a  per  capita 
basis  is  tnple  the  average  of  all  the  States. 
New  York  spends  more  State  funds  on  a  per 
capita  basis  for  drug  abuse  programs  than  all 
but  two  other  States. 

Congress  realized  that,  absent  substantial 
additional  appropriations,  immediate  imple- 
mentation of  the  new  formula  would  cause 
significant  disruptions  in  existing  services  in 
those  States  receiving  reduced  allotments.  To 
maintain  a  stable  base  of  funding  that  States 
could  rely  on.  and  to  avoid  disruptions  in  serv- 
ices. Congress  provided  for  a  gradual  transi- 
tion to  the  new  formula. 

Specifically,  Congress  included  a  "hold 
harmless"  provision  so  that  no  State  would  re- 
ceive less  in  1985  and  subsequent  years  than 
it  had  received  in  1984  under  the  old  formula. 
Only  amounts  exceeding  S462  million,  the 
1984  appropriation,  were  to  be  allocated  ac- 
cording to  the  new  formula. 

In  1985,  the  S490  million  appropriated  for 
the  block  grant  exceeded  the  1984  level  by 
$26  million.  As  a  result  of  the  transition  rules, 
this  entire  increment  was  allocated  only  to 
tttose  States  receiving  an  increased  share 
under  the  new  formula. 

In  1986,  $490  million  was  again  appropri- 
ated for  the  block  grant.  Due  to  the  4.3-per- 
cent Gramm-Rudman  cut,  however,  this 
amount  was  reduced  to  $468  million.  Because 
of  the  "hold  harmless"  provision,  the  Depart- 
ment of  Health  and  Human  Services  deter- 
mined that  the  4.3-percent  reduction  should 
not  be  applied  equally  to  all  State  allocations 
because  to  do  so  would  reduce  awards  to 
States  like  New  York  below  their  1984  allot- 
ment. Instead,  reductions  were  taken  only 
from  those  States  that  were  eligible  for  incre- 
mental funding  under  the  new  formula.  The  re- 
ductions affected  only  the  size  of  the  incre- 
mental awards  these  States  received. 

Section  12  will  require  that  any  future  reduc- 
tions in  block  grant  funds  be  applied  equally 
to  all  States.  I  cannot  support  this  provision.  It 
will  in  effect  eliminate  the  "hold  harmless" 
provision  that  Congress  believed  was  essen- 
tial to  avoid  disruption  of  services  during  tran- 
sition to  the  new  formula  for  allotting  funds 
among  the  States.  It  also  forces  States  like 
New  York  to  t)ear  the  burden  of  funding  cuts 
even  though  they  have  not  shared  in  any 
funding  increases.  I  fail  to  see  the  equity  in 
this  approach. 

Some  will  argue  that  the  consequences  of 
Gramm-Rudman  could  not  have  Ijeen  fore- 
seen when  Congress  enacted  the  "hold  harm- 
less" provision.  This  is  true,  but  even  without 
Gramm-Rudman,  the  same  result  could  have 
occurred  through  the  normal  appropriations 
process  if  1986  funding  had  not  at  least 
matched  the  1985  level.  Such  a  result  was 
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clearly  foreseeable  at  the  time  Congress  en- 
acted the  "hold  harmless"  provision.  None- 
theless, Congress  decided  that  avoiding  dis- 
ruptions in  existing  services  was  a  more  im- 
portant goal. 

The  basic  problem  is  that  current  funding  is 
inadequate  to  meet  the  enormous  demands 
for  drug  abuse  services.  Inequities  will  exist  in 
whatever  formula  Congress  devises  until  we 
commit  the  resources  to  provide  drug  abuse 
treatment  to  all  those  who  need  and  want  it. 
Instead,  Federal  support  for  drug  abuse  serv- 
ices has  declined  by  over  40  percent  since 
1980. 

The  Omnibus  Drug  Enforcement,  Education, 
and  Control  Act  of  1 986,  passed  by  the  House 
on  September  1 1 ,  provides  an  additional  $200 
million  for  drug  abuse  treatment  and  $50  mil- 
lion in  new  funds  for  community  prevention 
activities.  If  enacted,  these  funds  will  help 
eliminate  waiting  lists  for  treatment  and  allevi- 
ate some  of  the  serious  strains  under  which 
State  drug  abuse  services  agencies  are  now 
forced  to  operate.  In  the  meantime,  however,  I 
cannot  support  the  ADMS  block  grant  formula 
revision  in  section  12  of  H.R.  5259. 

Section  5  of  H.R.  5259  amends  title  V  of 
the  Public  Health  Service  Act  to  authorize  the 
Administrator  of  ADAMHA  to  expedite  re- 
search on  a  disease  or  disorder  determined 
by  the  Secretary  of  HHS  to  constitute  a  public 
health  emergency.  I  support  inclusion  of  this 
provision  in  the  bill  which  could  be  used  to 
speed  up  research  on  such  public  health 
emergencies  as  acquired  immune  deficiency 
syndrome  [AIDS]  and  the  current  national  epi- 
demic of  crack  cocaine  use. 

Mr.  Speaker,  the  problem  of  drug  abuse  is 
currently  a  subject  of  Intense  national  interest. 
H.R.  5484,  the  Omnibus  Drug  Enforcement, 
Education,  and  Control  Act  of  1986,  is  a  com- 
prehensive, bipartisan  measure,  that  would 
provide  much  needed  additional  resources  for 
drug  abuse  education,  treatment,  and  narcot- 
ics law  enforcement  and  interdiction.  It  would 
provide  increased  penalties  for  drug  trafficking 
offenses  and  authonze  the  President  to  deny 
trade  preferences  to  drug  source  nations 
which  do  not  cooperate  with  the  United  States 
in  reducing  their  illicit  narcotics  production. 

Mr.  Speaker,  the  final  legislative  content  of 
any  omnibus  drug  bill  which  will  be  enacted 
into  law  this  year  is  not  yet  known;  however, 
the  House  bill  did  not  include  provisions  to 
extend  NIDA's  research.  I  support  enactment 
of  H.R.  5259,  notwithstanding  my  objections 
to  section  12,  because  it  authorizes  funds  to 
continue  the  important  work  of  the  National 
Institute  on  Drug  Abuse  for  3  more  fiscal 
years.  I  urge  Congress  to  appropriate  suffi- 
cient amounts  to  support  a  vigorous  research 
program  without  the  threat  of  crippling  cuts 
that  have  plagued  NIDA's  efforts  in  recent 
years. 


September  23,  1986 


GEORGE  WILL:  DOWNHILL  TO  A 
SUMMIT 


HON.  JIM  COURIER 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  COURTER.  Mr.  Speaker,  in  the  follow- 
ing Newsweek  article,  columnist  George  Will 
expresses  with  great  clarity  the  pathetic  situa- 
tion the  administration  has  gotten  itself  into  by 
refusing  to  see  how  the  Daniloff  hostage 
taking  is  linked  to  the  proposed  summit.  It  has 
become  painfully  obvious  that  Gorbachev  is 
treating  the  President  of  the  United  States 
with  the  disdain  normally  reserved  for  rulers  of 
petty  principalities. 

What  is  so  disturbing  about  Gorbachev's 
contempt  for  the  President  is  not  just  the  dis- 
honor but  what  that  contempt  tells  us  about 
Moscow's  state  of  mind  and  future  intentions. 

Hitler  described  Premier  Daladier  of  France 
as  a  "miserable  worm"  after  the  Munich 
summit  of  1938.  Daladier  and  Chamberlain 
convinced  him  at  Munich  that  they  would  tol- 
erate any  act  of  contempt  rather  than  break 
the  peace  of  Europe.  And  indeed,  by  Ignoring 
Hitler's  contempt,  France  and  Britain  made  it 
certain  that  European  peace  would  be 
breached  within  12  months. 

The  arrogance  of  aggressors  is  ignored  only 
at  the  cost  of  endangering  world  stability  and 
peace.  From  this  perspective,  the  administra- 
tion's insistence  on  separating  the  Daniloff 
crisis  from  its  relentless  pursuit  of  a  "no  price 
is  too  high"  summit  has  truly  cast  a  pall  over 
the  future  of  relations  between  the  world's 
great  thermonuclear  powers.  One  shhnks  from 
spelling  out  the  possible  consequences  of 
Gorbachev's  humiliation  of  President  Reagan. 
Downhill  to  a  Summit 

Like  a  cat  crouched  in  front  of  a  mouse's 
hole,  Gorbachev  waits.  He  is  poised  to  make 
a  leisurely  meal  of  the  Reagan  administra- 
tion as  it  staggers  through  the  Daniloff  de- 
bacle and  toward  a  summit.  Regarding  Dan- 
iloff and  summits.  George  Bush  has 
weighed  in  with  wonderment;  "I  don't  un- 
derstand this  linkage  in  people's  minds 
about  the  summit."  Perhaps  it  is  pointless 
to  try  to  explain  the  obvious  to  people  who 
niied  the  obvious  explained,  but  Bush 
should  consider  this.  When  we  bombed 
Libya,  the  Soviets  canceled  a  Shultz-She- 
vardnadze  meeting.  When  they  made  an 
American  a  hostage,  we  did  not  let  that  dis- 
rupt a  meeting.  Who  looks  incontinently 
eager? 

When  one  side  signals  an  immoderate 
desire  for  a  summit,  the  other  side  can  exer- 
cise disproportionate  control  over  tYa 
summit  agenda,  and  hence  the  outcomi;. 
With  Bush  and  others  signaling  that  not 
even  hostage  taking  dampens  the  adminis- 
tration's desire  for  agreements  with  the  hos- 
tage takers,  we  are  headed  for  a  summit  C  '- 
voted  disproportionately  to  arms  control 
rather  than  such  "peripheral"  issues  as 
human  rights  and  regional  strife,  as  in  Af- 
ghanistan. The  Soviet  side  can  sit  there  like 
a  row  of  stumps,  serene  in  the  confidence 
that  concessions  will  be  forthcoming  from 
the  U.S.  side,  which  has  accepted  summitry 
as  the  key  to  foreign  policy  and  has  allowed 
Gorbachev  to  make  arms  control  agree- 
ments a  precondition  for  summitry.  Arms 
control  on  such  Soviet  terms  may  translate 
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into  crippling  restrictions  on  the  strategic- 
defense  initiative.  No  wonder  support  for 
SDI.  as  measured  by  congressional  willing- 
ness to  vote  funds,  is  eroding.  Notice:  the 
signal  sent  by  dithering  in  the  Daniloff  af- 
fairs is  a  thread  in  a  seamless  web  of  omi- 
nous events. 

Cornered  bear:  "Proof"  of  Daniloff's  guilt 
may  be  forthcoming  from  a  regime  that  doc- 
tors photos  to  erase  images  of  one  of  its 
founders  (Trotsky).  Then,  perhaps,  a  deal 
will  be  struck  for  his  release.  But  no  deal 
can  undo  the  damage  done  by  the  adminis- 
tration's having  communicated  to  Soviet  ne- 
gotiators an  overriding  hunger  for  a 
summit.  Surely  that  hunger  explains  the  re- 
luctance to  retaliate.  The  day  Daniloff  was 
arrested  the  U.S.  government  should  have 
expelled  all  "Soviet  journalists"— pardon 
the  oxymoron— and  given  Gorbachev  a  list 
of  other  sanctions  that  would  be  applied,  a 
new  one  each  day. 

Explaining  why  the  administration  did 
not  retaliate,  a  U.S.  official  said:  "The  bear 
when  cornered  is  ferocious."  Ah.  We  have 
the  Soviet  Union  cornered.  It  is  still  holding 
Daniloff  and  has  suffered  nothing  noticea- 
ble, and  only  Gorbachev  can.  when  it  suits 
him.  get  Reagan  off  the  hook  on  which 
Reagan  impaled  himself  by  doing  all  the 
things  his  aides  said  would  not  be  done.  He 
allowed  linkage  between  the  cases  of  Dani- 
loff and  the  alleged  spy  Zakharov;  he  al- 
lowed the  semiswap  that  treated  the  cases 
as  equivalent;  he  broke  linkage  between 
Daniloff  and  a  summit.  But  at  least  we've 
got'em  cornered. 

Gorbachev's  hostage  taking  is  an  act  char- 
acteristic and  costless.  Nora  Beloff.  a  report- 
er expelled  from  Moscow  in  1978.  notes  that 
Gorbachev  was  a  political  functionary  at 
Moscow  University  in  January  1953.  during 
the  anti-Semitic  frerjzy  of  Stalin's  "doctor's 
plot."  Beloff  says  Gorbachev  "treated  the 
assembled  law  faculty  to  such  a  virulent  dia- 
tribe against  "Zionists  and  cosmopoli- 
tans'. .  .  that  one  liberal  professor  commit- 
ted suicide  and  other  teachers  and  students 
disappeared  from  view."  Gorbachev's  treat- 
ment of  Daniloff  is  a  thuggish  act  by  a  thug 
but  is  hardly  a  blunder.  It  has  cost  Gorba- 
chev nothing  and  has  cost  the  Reagan  ad- 
ministration its  reputation  as  restorer  of  na- 
tional self-respect. 

Early  in  this  crisis  The  Washington  Post 
warned  against  settling  into  "that  bemused 
state  of  mind  whereby  we  subtly  transform 
an  outrage  into  a  way  of  life."  Yet  the  sky  is 
dark  with  to-ing  and  fro-ing  Americans  visit- 
ing Moscow  about  cooperation  in  space, 
fusion  energy,  trade,  science,  technology, 
even  housing. 

Display  of  disdain:  Last  Thursday,  in  an 
unprecedented  display  of  disdain  for  a  U.S. 
president,  Gorbachev  personally  and  in 
public  branded  Daniloff  a  spy.  There  had 
been  calculated  insult  in  the  indictment  of 
Daniloff  after  Gorbachev  received  Reagan's 
personal  letter  stating  that  Daniloff  is  not  a 
spy.  But  that  insult  was  eclipsed  when  Gor- 
bachev personally  and  publicly  insisted  that 
Reagan  is  a  liar.  Gorbachev  did  that  at  the 
moment  Shevardnadze  was  arriving  in 
Washington.  Clearly  the  administration 
policy  regarding  Daniloff  has  produced  in 
the  Soviet  leadership  the  most  dangerous 
attitude:  contempt. 

The  day  after  Gorbachev's  insult,  Reagan 
saw  Shevardnadze.  This  may  have  been 
done,  in  part,  for  domestic  consumption— to 
convince  conservatives  that  Reagan  is  quite 
cross  about  Daniloff.  However,  conserv- 
atives are  concerned  about  Reagan's  policy, 
not  his  passion.  The  disjunction  between 
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the  two  things  is  garbling  the  administra- 
tions  message  domestically.  The  day  of 
Gorbachev's  insult.  Reagan  had  barn- 
stormed for  Senate  candidates  down  south, 
where  he  said  that  under  his  administration 
America  has  taken  off  the  "Kick  me"  sign 
and  replaced  it  with  "Don't  tread  on  me." 
Reagan  knows  how  thoroughly  his  political 
vitality  is  bound  up  with  the  nation's  sense 
of  having  put  behind  it  an  era  of  humilia- 
tions. That  sense  is  perishable  and  if  it  goes, 
so  will  Reagan's  sway  in  Congress  and  the 
country. 

Some  Republicans,  myopically  focused  on 
the  task  of  keeping  control  of  the  Senate, 
are  holding  their  breath,  waiting  to  see  if 
Democrats  can  summon  the  intellectual 
steel  to  subject  the  administration's  policy 
to  the  withering  analysis  it  deserves.  Unfor- 
tunately. Republicans  can  relax.  The  parties 
are    indistinguishable    in    their    paralyzing 

belief  that fill  in  the  blank  with  one  of 

these:  the  invasion  of  Czechoslovakia,  the 
invasion  of  Afghanistan,  the  crushing  of 
Solidarity,  the  KAL  massacre,  the  murder 
of  Major  Nicholson,  the  kidnapping  of  Dani- 
loff   should    not    be    allowed    to    interfere 

with fill  in  the  blank  with  one  of  these: 

summitry,  detente,  the  arms-control  "proc- 
ess." Henceforth  it  will  be  hilarious  to  hear 
Republicans  stammering  through  their 
standard  rhetoric  about  Democrats  being 
too  irresolute  to  govern  America  now  that  it 
is— remember?— "back  and  standing  tall." 
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PORNOGRAPHY  VICTIMS 
PROTECTION  ACT 


PAYING  TRIBUTE  TO  A 
COMMUNITY  LEADER 


HON.  JOE  KOLTER 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  KOLTER.  Mr.  Speaker,  I  rise  to  com- 
mend and  honor  one  of  the  fine  residents  of 
my  Fourth  District  of  Pennsylvania. 

Arthur  Daellenbaugh,  chief  of  police  of 
SNJP  Borough  near  Wampum,  has  served  the 
citizens  with  excellence  for  over  30  years. 

Active  in  area  law  enforcement  since  1953, 
Mr.  Daellenbaugh  served  20  years  as  a  justice 
of  the  peace  for  Big  Beaver  Borough,  and  has 
been  chief  of  police  for  Enon  Valley  Borough 
and  assistant  chief  of  the  borough  of  New 
Galilee. 

Mr.  Daellenbaugh  is  now  constable  for  Big 
Beaver  Borough  and  chief  of  police  for  life  for 
the  borough  of  SNPJ,  a  distinction  Mr.  Dael- 
lenbaugh received  some  time  back. 

As  he  nears  age  60,  Mr.  Daellenbaugh— a 
resident  of  Big  Beaver  Borough  his  entire 
life — can  also  look  back  on  a  number  of 
awards  and  certificates  he  has  received  for 
his  outstanding  service  throughout  his  career. 
He  has  received  honors  from  a  number  of 
Pennsylvania  State  Governors,  the  Kentucky 
Colonel  Award,  the  Colonel  Award,  the  Aide 
de-Camp  Award  and  has  been  named  an  hon- 
orary citizen  of  many  States  and  cities. 

I  rise  before  the  House  of  Representatives 
today  to  call  attention  and  to  praise  this  distin- 
guished constituent  and  to  wish  Mr.  Arthur 
Daellenbaugh  the  very  best  of  times  as  he 
continues  to  serve  the  communities  he  repre- 
sents. 


HON.  BILL  GREEN 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23.  1986 

Mr.  GREEN.  Mr.  Speaker,  I  recently  intro- 
duced H.R.  5509.  the  Pornography  Victims 
Protection  Act  of  1 986.  This  act  would  amend 
chapter  18  U.S.C.  pages  2251-2255,  "Sexual 
Exploitation  of  Children,"  so  as  not  only  to 
strengthen  present  laws  on  that  subject,  but 
also  to  add  new  provisions  prohibiting  the  co- 
ercion of  any  person,  adult  or  minor,  to 
engage  in  sexually  explicit  conduct  for  the 
purpose  of  producing  pornographic  materials. 
It  would  impose  both  civil  and  criminal  penal- 
ties on  those  engaging  in  such  coercion,  and 
would  make  civil  remedies  available  to  those 
who  were  so  coerced.  The  legislation  avoids 
any  first  amendment  problems  since  the  bill 
specifically  deals  with  "conduct,"  not  "con- 
tent." I  believe  that  this  bill  would  be  a  major 
step  forward  in  the  campaign  against  the 
sexual  exploitation  of  children  and  women. 

Because  of  the  complex  nature  of  this  sub- 
ject, I  asked  the  American  Law  Division  of 
CRS  to  do  a  section-by-section  analysis  of 
H.R.  5509. 

The  text  of.  the  analysis  follows: 
^'"     H.R.  5509 

SECTION  I.  SHORT  TITLE 

TTiis  section  states  that  the  Act  may  be 
cited  as  the  "Pornography  Victims  Protec- 
tion Act  of  1986." 

SECTION  2.  SECTION  22S1  AMENDMENTS 

This  section  proposes  amendments  to  18 
U.S.C.  §  2251.  -Sexual  exploitation  of  chil- 
dren" and  changes  its  title  to  "Sexual  ex- 
ploitation." 

The  section  amends  subsection  2251  (a) 
and  (b),  relating  to  child  pornography,  to  in- 
clude situations  where  a  person  knows  or 
has  reason  to  know  that  the  minor  involved 
in  producing  such  pornography  was  trans- 
ported in  interstate  or  foreign  commerce  for 
this  purpose.  The  prohibitions  contained  in 
these  subsections  presently  apply  only  when 
those  involved  know  or  have  reason  to  know 
that  the  pornography  will  be  transported  in 
interstate  or  foreign  commerce,  or  will  be 
mailed.  Subsection  (a)  applies  to  any  person 
who  employs,  uses,  persuades,  induces,  en- 
tices, or  coerces  any  minor  to  engage  in.  or 
has  a  minor  assist  any  other  person  to 
engage  in.  any  sexually  explicit  conduct  for 
the  purpose  of  producing  any  visual  depic- 
tion of  such  conduct;  while  subsection  (b) 
applies  to  any  parent,  legal  guardian,  or 
person  having  custody  or  control  or  a  minor 
who  knowingly  permits  the  minor  to  partici- 
pate in  the  above  activties. 

Regulation  of  visual  depictions  of  minors 
engaged  in  sexual  activity  even  where  such 
material  is  not  legally  obscene  is  authorized 
under  a  1982  Supreme  Court  decision.  New 
York  v.  Ferber.'  While  Congress  does  not 
have  general  authority  to  legislate  on  this 
topic,  the  present  law  and  the  proposed 
amendment  are  based  on  its  authority  to 
regulate  interstate  and  foreign  commerce,' 


'458  U.S.  747(1982). 

■  U.S.  Const.  Art.  1.  i  8.  cl.  3. 
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and  to  oversee  the  oi>eration  of  the  postal 
service.'  Thus  the  federal  prohibitions 
apply  only  to  material  which  moves  in  inter- 
state or  foreign  commerce,  and/or  is  sent 
through  the  mail. 

The  Act  also  proposes  a  new  subsection 
22Sl(c).  which  would  prohibit  a  person  from 
coercing,  intimidating,  or  fraudulently  in- 
ducing an  individual  18  years  of  age  or  older 
to  engage  in  any  sexually  explicit  conduct 
for  the  purpose  of  producing  any  visual  de- 
piction of  such  conduct.  It  would  apply  to 
material  sent  through  the  mail  and/or 
moving  in  interstate  or  foreign  commerce, 
the  same  as  under  subsections  2251(a)  and 
2251(b).  supra. 

This  subsection  also  contains  a  listing  of 
facts  or  conditions  which  it  states  shall  not. 
without  more,  negate  a  finding  of  coercion 
under  the  subsection.  These  include  ( 1 )  that 
the  person  involved  is  or  has  been  a  prosti- 
tute; (2)  that  the  person  is  connected  by 
blood  or  marriage  to  anyone  involved  in  or 
related  to  the  making  of  the  pornography; 
(3)  that  the  person  has  previously  had.  or 
been  thought  to  have  had.  sexual  relations 
with  anyone,  including  anyone  involved  in 
or  related  to  the  making  of  the  pornogra- 
phy; (4)  that  the  person  has  previously 
posed  for  sexually  explicit  pictures  for  or 
with  anyone,  including  anyone  involved  in 
or  related  to  the  making  of  the  pornogra- 
phy at  issue;  (5)  that  anyone  else,  including 
a  spouse  or  other  relative,  has  given  permis- 
sion on  the  person's  behalf:  (6)  that  the 
person  actually  consented  to  a  use  of  the 
performance  that  is  changed  into  pornogra- 
phy; (7)  that  the  person  knew  that  the  pur- 
pose of  the  facts  or  events  in  question  was 
to  make  pornography;  (8)  that  the  person 
signed  a  contract  to  produce  pornography; 
or  (9)  that  the  person  was  paid  or  otherwise 
compensated. 

Again,  the  above  factors  are  stated  to  not. 
without  more,  negate  a  finding  of  coercion 
(emphasis  added).  This  means  that  the 
person  charged  with  coercion  can  introduce 
evidence  as  to  their  existence;  however,  the 
mere  fact  of  their  existence  will  not  be  suffi- 
cient to  refute  the  charge.'  This  provision 
reflects  the  view  that  a  person  can  in  fact  be 
coerced  into  making  p»ornography  notwith- 
standing the  existence  of  any  of  these  fac- 
tors. 

Penalties  for  violations  of  this  section 
would  remain  the  same:  maximum  penalties 
for  individual  violators  are  a  $100,000  fine 
and  10  years  imprisonment,  for  a  first  of- 
fense: and  a  $200,000  fine  and  15  years  im- 
prisonment (2  years  minimum),  for  each 
subsequent  offense.  An  organization  which 
violates  this  section  can  be  fined  not  more 
than  $250,000. 
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'  U.S.  Const.  Art.  1.  J  8.  cl.  7. 

*Th>s  is  in  contrast  to  Indianapolis  and  Marion 
County.  Indiana.  Code  55  16-1  to  16-27.  added  by 
City-County  Ordinance  No.  24.  1984.  which  defined 
pornography  depicting  abuse  of  women  as  a  form  of 
sex  discrimination,  and  hence  a  civil  rights  viola- 
tion. That  ordinance  contained  a  lengthy  listing  of 
facts  and  conditions,  roughly  comparable  to  those 
in  H.R.  5509.  which  were  flatly  stated  not  to  consti- 
tute a  defense  to  the  charge  of  coercion  into  porno- 
graphic performance,  one  of  the  acts  prohibited  by 
the  ordinance.  Such  a  flat  prohibition  is  constitu- 
tionally problematic,  in  that  a  person  accused  of 
violating  the  ordinance  might  find  it  extremely  dif- 
ficult to  counter  the  accusation  without  relying  on 
one  or  more  of  these  factors  as  part  of  his  or  her 
defense  and  could  thus  be  found  guilty  of  a  viola- 
tion even  where  none  had  occurred.  The  ordinance 
was  held  unconstitutional  on  other  grounds,  with- 
out consideration  of  this  point,  in  American  Book- 
seUen  Assn  v.  Hudnut,  771  F.2d  323  (7th  Cir  1985). 
ajra  106  S.Ct  1172  ( 1986). 
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SECTION  3.  SECTION  2252  AMENDMENTS 

This  section  amends  18  U.S.C.  §  2252. 
"Certain  activities  relating  to  material  in- 
volving the  sexual  exploitation  of  minors." 
to  encompass  the  coercion  prohibitions  to 
be  included  in  18  U.S.C.  §  2251.  supra.  The 
prohibitions  include  knowingly  transporting 
or  shipping  in  interstate  or  foreign  com- 
merce or  mailing  the  prohibited  material,  or 
knowingly  receiving  or  distributing  any  ma- 
terial which  was  so  transported,  shipped,  or 
mailed.  Present  penalties,  which  are  the 
same  as  under  §  2251.  supra,  would  remain 
the  same.  The  new  section  heading  would  be 
"Certain  activities  relating  to  material  in- 
volving sexual  exploitation." 

SECrriON  4.  CIVIL  REMEDIES 

This  section  adds  new  18  U.S.C.  §§  2255  to 
2260.  relating  to  civil  remedies.  [Present 
§  2255.  definitions  for  the  chapter,  is  not 
amended  and  becomes  §  2261.]  New  |  2255 
authorizes  federal  district  courts  to  prevent 
and  restrain  violations  of  §§  2251  or  2252,  by 
issuing  appropriate  orders,  including  Order- 
ing any  person  to  divest  himself  of  any 
direct  or  indirect  interest  in  any  legal  or 
business  entity;  imposing  reasonable  restric- 
tions on  the  future  activities  or  investments 
of  any  person,  including  prohibiting  such 
person  from  engaging  in  the  same  type  of 
legal  or  business  endeavor:  or  ordering  the 
dissolution  or  reorganization  of  any  legal  or 
business  entity  after  making  due  provision 
for  the  rights  of  innocent  persons. 

The  Attorney  General  or  any  person 
threatened  with  loss  or  damage  due  to  viola- 
tions of  §§2251  or  2252  may  institute  pro- 
ceedings under  this  section.  The  court  hear- 
ing the  case  may  enter  restraining  orders  or 
prohibitions,  or  take  any  other  actions,  in- 
cluding the  acceptance  of  satisfactory  per- 
formance bonds,  as  it  deems  proper  pending 
its  final  determination. 

Any  victim  of  a  violation  of  §§2251  or 
2252  who  suffers  physical  injury,  emotional 
distress,  or  property  damage  as  a  re;  ult  of 
such  violation  may  sue  to  recover  damages 
in  any  appropriate  federal  district  court  [see 
discussion  of  new  §  2257.  infra],  and  shall  re- 
cover triple  damages  if  a  violation  is  found. 

For  purposes  of  this  section,  violations  are 
to  be  determined  by  a  preponderance  of  the 
evidence.  Successful  plaintiffs  are  entitled 
to  recover  the  cost  of  the  suit,  including  a 
reasonable  attorney's  fee.  from  those  found 
guilty  of  a  violation. 

Proposed  §  2250(d)  states  that  a  defendant 
found  guilty  in  any  criminal  proceeding 
brought  by  the  United  States  under  this 
chapter  is  estopped  from  denying  the  essen- 
tial allegations  of  the  criminal  offense  in 
any  subsequent  civil  proceeding.  Since  the 
standard  of  proof  in  criminal  cases,  "lieyond 
a  reasonable  doubt."  is  stronger  than  the 
"preponderance  of  the  evidence"  standard 
contained  in  proposed  §  2255.  this  relieves 
the  plaintiff  from  having  to  establish  those 
facts  which  have  already  been  proven  under 
a  higher  standard  of  proof  in  a  finalized 
criminal  proceeding. 

Proposed  subsection  (e)  states  that  noth- 
ing in  this  section  shall  be  construed  to  au- 
thorize any  order  restraining  the  exhibition, 
distribution  or  dissemination  of  any  visual 
material  without  a  full  adversary  proceed- 
ing and  a  final  judicial  determination  that 
the  material  contains  a  visual  depiction  of 
sexually  explicit  conduct,  as  defined  by  18 
U.S.C.  §  2261  [currently  §  2255].  engaged  in 
by  a  minor  or  by  a  person  who  was  coerced, 
intimidated,  or  fraudulently  induced  to 
engage  in  such  sexually  explicit  conduct. 

Material  depicting  minors  engaged  in 
sexual  activity  can  be  regulated  by  the  gov- 
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ernment  under  New  York  v.  Ferber,  supra. 
However,  there  is  no  reported  caselaw  which 
would  authorize  the  prohibition  of  constitu- 
tionally protected  material"  because  one  or 
more  of  the  persons  depicted  has  been  co- 
erced into  participating  in  its  production.  It 
may  be  that  the  reasoning  in  Ferber  could 
be  extended  to  cover  this  situation,  in  that  a 
coerced  adult  could  be  analogized  to  a  child 
and  thus  found  to  be  equally  entitled  to  gov- 
ernment protection.  A  challenged  depiction 
might  also  be  found  to  violate  a  victims 
right  of  privacy,  or  to  present  the  victim  in 
a  "false  light,"  as  discussed  by  the  Supreme 
Court  in  a  1967  Supreme  Court  decision. 
Time.  Inc.  v.  Hill.^  The  degree  of  constitu- 
tional protection,  if  any.  afforded  to  such 
material  is  simply  uncertain  at  this  time. 

Proposed  §  2256  imposes  a  civil  penalty  of 
$100,000  on  any  person  found  to  violate 
§§2251  or  2252  by  a  preponderance  of  the 
evidence,  as  well  as  forfeiture  of  any  inter- 
est in  property  described  in  §  2254  [basically 
material  or  equipment  used  in  producing, 
reproducing,  transporting,  shipping  or  re- 
ceiving the  proscribed  material;  the  material 
itself;  and  property  constituting  or  derived 
from  gross  profits  or  other  proceeds  ob- 
tained from  a  violation  of  the  statute, 
except  that  no  owner  shall  forfeit  material 
for  acts  or  omissions  committed  without  his 
knowledge  or  consent].  If  the  United  States 
Attorney  General  prevails  in  an  action  for 
recovery  of  this  civil  penalty  or  forfeiture, 
he  may  also  recover  the  cost  of  the  suit,  in- 
cluding a  reasonable  attorney's  fee. 

If  the  identity  of  any  victim  of  a  violation 
is  established  prior  to  the  award  of  a  civil 
penalty  made  to  the  United  States  under 
this  section,  the  penalty  shall  be  paid  to 
that  victim,  or  apportioned  among  them,  as 
appropriate. 

Proposed  §  2257  discusses  venue  and  proc- 
ess requirements.  It  states  that  any  civil 
action  or  proceeding  brought  under  this 
chapter  may  be  instituted  in  the  district 
court  of  the  United  States  for  any  district  in 
which  the  defendant  resides,  is  found,  has 
an  agent,  or  transacts  his  affairs.  If  the  ends 
of  justice  require  that  other  parties  residing 
in  other  districts  be  brought  before  the 
court,  the  court  may  summon  such  parties, 
and  process  for  that  purpose  may  be  served 
in  any  federal  judicial  district  by  the  mar- 
shall  of  that  district. 

Subpoenas  are  authorized  to  compel  the 
attendance  of  witnesses  from  other  districts; 
however,  no  subpoena  may  be  issued  for 
service  upon  ah  individual  who  resides  in  an- 
other district  at  a  place  more  than  100  miles 
from  the  place  at  which  the  court  is  held, 
unless  approved  by  a  judge  of  that  court.  All 
other  process  in  any  action  or  proceeding 
under  the  chapter  may  be  served  as  dis- 
cussed above. 

Expedition  of  actions  brought  under  this 
chapter  is  authorized  under  proposed  §  2258 
if  the  Attorney  General  files  with  the  clerk 


*  While  obscene  material  has  no  constitutional 
protection.  Roth  v.  United  States.  354  U.S.  476 
(1957).  the  definition  of  what  material  is  legally  ob- 
scene is  quite  narrow.  As  set  forth  in  Miller  v.  Cali- 
fornia. 413  U.S.  15.  23  (1973).  obscenity  exists  only 
where  the  average  person,  applying  contemporary 
community  standards,  would  find  that  the  work, 
taken  as  a  whole,  appeals  to  the  prurient  interest; 
the  work  depicts  or  describes,  in  a  patently  offen- 
sive way.  sexual  conduct  specifically  defined  by  the 
applicable  law;  and  the  work.'  taken  as  a  whole, 
lacks  serious  literary,  artistic,  political,  or  scientific 
value.  Thus  much  pornographic  (erotic)  material  is 
not  legally  obscene,  and  thus  enjoys  constitutional 
protection. 

•385  US.  374(1967). 
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of  the  court  in  which  such  a  case  is  pending 
a  certificate  stating  that  in  his  opinion  the 
case  is  of  general  public  importance.  A  copy 
of  that  certificate  is  to  be  furnished  immedi- 
ately to  the  chief  judge  or  presiding  district 
judge  of  that  district,  who  is  to  immediately 
designate  a  judge  of  the  district  to  hear  and 
determine  the  action.  That  judge  in  turn  is 
to  assign  the  action  for  hearing  as  soon  as 
practicable  and  hold  hearings  and  make  a 
determination  as  expeditiously  as  possible. 

Proposed  §  2258  states  that  in  any  pro- 
ceeding ancillary  to  or  in  any  civil  action  in- 
stituted under  this  chapter,  the  proceedings 
may  be  opened  or  closed  to  the  public  at  the 
discretion  of  the  court  after  consideration 
of  the  rights  of  affected  persons.  This  provi- 
sion could  conceivably  lead  to  a  constitu- 
tional challenge  based  on  how  it  was  applied 
in  a  particular  case,  in  that  the  Supreme 
Court  has  generally  been  reluctant  to 
uphold  closed  judicial  proceedings.'  Howev- 
er, the  case  which  appears  to  be  most  analo- 
gous to  that  which  would  arise  under  the 
proposal,  Globe  Newspaper  Co.  v.  Superior 
Court  for  the  County  of  Norfolk.'  lends  cre- 
dence to  the  view  that  this  language  would 
in  fact  pass  constitutional  muster.  This  case 
invalidated  a  Massachusetts  statute  which 
required,  under  all  circumstances,  the  exclu- 
sion of  the  press  and  public  during  the  testi- 
mony of  a  minor  victim  in  a  sex-offense 
trial.  Massachusetts  offered  as  justification 
its  interest  in  protecting  minor  victims  of 
sex  crimes  from  further  trauma  and  embar- 
rassment, and  its  interest  in  encouraging 
such  victims  to  come  forward  and  testify  in 
a  truthful  and  credible  manner.  The  Court 
found  that  the  first  interest,  though  com- 
pelling, was  not  sufficient  to  justify  a  man- 
datory closure  rule.  Rather,  the  trial  court 
should  be  permitted  to  determine  on  a  case- 
by-case  basis  whether  the  state's  legitimate 
concern  for  the  minor  victim's  well-being 
necessitated  closure— the  approach  adopted 
in  H.R.  5509.  (The  second  contention  was  re- 
jected out-of-hand.)  Still,  it  is  possible  that 
closure  in  a  particular  case  could  result  in 
judicial  challenge. 

Under  proposed  §  2260,  a  civil  action 
under  §§2255  or  2256  (civil  remedies  and 
civil  penalties)  must  be  brought  within  six 
years  from  the  date  the  violation  is  commit- 
ted. If  the  victim  is  a  minor  on  the  date  the 
violation  occurs,  the  statute  of  limitations  is 
tolled  for  this  purpose  during  the  period  of 
the  victim's  minority. 

SECTION  5.  CLERICAL  AMENDMENT 

This  section  amends  the  table  of  sections 
at  the  head  of  chapter  110  of  title  18, 
United  States  Code,  as  well  as  the  table  of 
chapters  for  that  title,  to  conform  with 
these  amendments. 

SECTION  6.  SEVERABILITY 

This  section  adds  a  new  §  2262  to  title  18. 
It  is  a  standard  severability  clause,  stating 
that  if  any  part  of  the  chapter,  or  its  appli- 
cation to  any  person  or  circumstances,  is 
held  invalid,  the  other  parts  of  the  chapter 
and  their  application  to  other  persons  or 
circumstances  shall  not  be  affected. 


EXTENSIONS  OF  REMARKS 

PERSONAL  EXPLANATION 


HON.  TOM  LEWIS 

OF  FLORIDA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  LEWIS  of  Florida.  Mr.  Speaker,  due  to 
an  emergency  situation,  I  was  unable  to 
record  my  votes  on  the  following:  Rollcall  vote 
No.  398,  a  substitute  amendment  offered  by 
Mr.  Panetta  to  the  amendment  offered  by  Mr. 
Roberts  regarding  uniform  tolerance  and; 
rollcall  vote  Np.  400,  final  passage  of  H.R. 
2482,  the  Federal  Insecticide,  Fungicide,  and 
Rodentlcide  Act  Amendments  of  1986.  Had  I 
been  present,  I  would  have  voted  "nay"  for 
rollcall  vote  No.  398,  and  "yea"  for  rollcall 
vote  No.  400. 


HONORING  A  SPECIAL  PERSON 


HON.  JOE  KOLTER 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  KOLTER.  Mr.  .Speaker,  today  I  rise 
before  the  House  of  Representatives  to  honor 
a  constituent  of  my  Fourth  District  of  Pennsyl- 
vania, Mrs.  Vekasy  Zoltani.  Mrs.  ZoltanI  has 
recently  retired  from  her  position  as  postmas- 
ter of  Conway  after  22  years  of  loyal  service. 
She  will  now  have  the  time  to  enjoy  the  com- 
pany of  her  twin  daughters  and  her  five  grand- 
chiWren. 

Mrs.  ZoltanI  has  been  a  citizen  of  this  area 
for  nearly  40  years.  She  attended  Geneva 
College  and  later  went  on  to  become  the  1 3th 
postmaster  of  Conway  in  May  1964.  It  was 
shortly  after  her  appointment  that  she  began 
working  toward  the  eventual  relocation  and 
expansion  of  the  town's  postal  facilities.  The 
efficiency  of  Conway's  postal  service  is  largely 
due  to  the  concerted  and  persistent  efforts  of 
Mrs.  ZoltanI. 

Mrs.  Zoltani  told  me  that  her  fondest 
memory  as  postmistress  will  be  the  yearly  pro- 
grams she  sponsored  for  the  town's  sc'iool- 
chlldren.  She  and  a  postal  carrier  would  in- 
struct the  children  as  to  the  proper  manner  of 
addressing  mall  as  well  as  the  importance  and 
the  privacy  of  the  mail.  As  a  result  of  her  pro- 
gram, Mrs.  Zoltani  is  proud  to  say  there  has 
been  little  or  no  vandalism  of  the  mail  or  mail- 
boxes in  the  town  of  Conway. 

The  community  will  certainly  miss  Mrs.  Zol- 
tani's  proven  skill  as  postmistress  and  her  will- 
ingness to  expand  her  role  as  public  servant.  I 
am  proud  to  share  with  my  colleagues,  Mr. 
Speaker,  the  achievements  of  such  a  fine  and 
dedicated  individual  as  Mrs.  Vekasv  ZoltanI  of 
the  Fourth  District  of  Pennsylvania. 


THE  VOICE  OF  AMERICA  IS  AT 
RISK 


'  E.g..  Richmond  Newspapers  Inc.  v.  Virginia,  448 
U.S.  555  (1980);  Press-Enterprise  Company  v.  Supe- 
rior Court  of  California  for  the  County  of  Riverside, 
106  S.Ct.  2735(1986). 

»  457  U.S.  596(1982). 


HON.  JIM  COURIER 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  COURTER.  Mr.  Speaker,  at  times  It  ap- 
pears that  in  the  so-called  war  of  Ideas  the 
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United  States  is  ready  to  acquiesce  in  its  own 
disarmament.  The  marked  neglect  of  interna- 
tional radio  broadcasting  during  the  I970's  Is 
not  by  any  means  still  characteristic  of  admin- 
istration policy,  and  some  progress  has  been 
made  in  very  recent  years.  And  yet  it  Is  still 
usually  true  that  in  both  bodies  of  the  Con- 
gress those  who  would  assure  the  budgets  of 
the  Voice  of  America,  Radio  Free  Europe,  and 
Radio  Liberty  are  made  to  fight  every  time  au- 
thorization and  appropriation  cycles  occur. 
There  is  no  good  reason  for  that.  And  It  con- 
tradicts the  President's  policy  of  bringing  the 
aging  and  even  ancient  equipment  of  our 
broadcasters  up  to  date  with  a  wide-ranging 
modernization  program. 

Alexander  Solzhenitsyn  once  said— and  I 
am  afraid  that  we  in  Congress  continue  to 
prove — that  the  West  has  no  comprehension 
of  what  immense  power  our  factual,  fair 
broadcasts  have  in  countnes  where  the  official 
media  are  purveyors  of  lies. 

Since  the  Appropriations  Committee  of  the 
other  body  recently  zeroed  out  all  moderniza- 
tion funds  for  the  VOA,  and  since  Members  of 
the  House  will  undoubtedly  be  given  a  chance 
to  review  that  decision  in  conference  later  this 
year,  I  would  like  my  colleagues  to  read  the 
following  article  by  a  distinguished  former  Di- 
rector of  the  Voice  of  America,  Mr.  Ken  Tom- 
llnson. 

[From  the  Washington  Times,  Sept.  22, 
1986] 

Putting  the  VOA  at  Risk 

We  were  eyeball-to-eyeball  with  David 
Stockman  in  the  Cabinet  Room  of  the 
White  House.  The  issue  was  the  future  of 
the  Voice  of  America  modernization  pro- 
gram, and  I  was  about  to  experience  the 
most  enjoyable  moment  in  my  government 
career. 

Using  the  same  tactics  that  had  delayed 
VOA  modernization  through  four  adminis- 
trations, the  forces  of  inertia  at  the  Office 
of  Management  and  Budget  were  trying  to 
scuttle  our  $1.2  billion  plan  to  rebuild  the 
nation's  international  radio  voice.  Mr. 
Stockman,  oblivious  to  the  importance  of 
VOA  modernization  and  a  construction 
budget  for  new  transmitter  sites,  was  argu- 
ing OMB's  case  before  the  White  House 
budget  appeals  board. 

Charles  Wick,  then  U.S.  Information 
Agency  director,  pulled  out  the  text  of  a 
1980  speech  in  which ..  candidate  Ronald 
Reagan  had  blasted  Jimmy  Carter  for 
having  campaigned  for  radio  modernization 
and  then  turned  his  back  on  new  funding 
for  VOA,  Radio  Free  Europe,  and  Radio  Lib- 
erty. "I  pledge  to  you  that  a  Reagan  admin- 
istration will  work  with  the  Congress  ro 
turn  this  sorry  situation  around,"  he  had 
said. 

Mr.  Stockman  blinked— and  life  was 
breathed  into  VOA  modernization.  OMB 
agreed  to  a  $1.2  billion  plan  to  be  funded 
over  the  next  five  years.  Since  there  was 
nearly  unanimous  bipartisan  support  for 
radio  modernization  on  Capitol  Hill,  I  left 
office  nine  months  later  confident  that  the 
program  to  rebuild  VOA  could  not  be 
stopped. 

Now  I  fear  I  was  wrong. 

In  recent  days,  the  Senate  Appropriations 
Committee  wiped  out  every  penny  of  the 
$131  million  the  administration  was  seeking 
for  the  modernization  program  for  FY  1987. 
Most  of  the  $80  million  being  asked  to  begin 
modernization   for  RFE/RL  was  eliminat- 
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ed— jeopardizing  the  key  joint  site  planned 
for  Israel.  The  administration-generated 
momentum  for  radio  modernization  appears 
to  have  dried  up. 

Meanwhile,  it  is  no  secret  that  morale  at 
VOA  has  plummeted.  The  Voice  has  had  a 
confirmed  director  for  only  four  months 
since  I  left  in  September  of  1984.  And  I  am 
the  only  VOA  director  to  have  celebrated 
one  year  in  office  since  the  early  days  of  the 
Carter  administration— a  dubious  distinc- 
tion if  I  ever  heard  one. 

Surely,  the  time  has  come  to  recognize 
that  something  is  seriously  wrong— and 
something  somehow  has  to  be  changed. 

The  case  for  radio  modernization  is  irrefu- 
table. Both  conservatives  and  liberals  recog- 
nize that  VOA  and  RPE/RL  represent  the 
only  means  we  have  to  communicate  what  is 
happening  in  the  world— not  to  mention  our 
position  and  values— directly  to  the  peoples 
of  the  world.  That  every  citizen  of  the 
Soviet  bloc  countries  has,  through  VOA, 
constant  access  to  current  affairs  is  a  very 
real  check  on  the  power  of  totalitarian  lead- 
ers as  well  as  a  key  to  world  peace. 

Sadly,  in  our  media-saturated  society,  it  is 
difficult  for  us  to  comprehend  how  critical 
international  radio  is— especially  in  times  of 
crisis— to  countless  millions  around  the 
globe. 

Chernobyl.  Nicholas  Daniloff.  KAL-007. 
Afghanistan.  Accurate  information  on  these 
events  is  available  to  people  living  in  the 
Soviet  bloc,  as  well  as  to  others  living  under 
authoritarian  regimes  around  the  world, 
only  because  of  international  broadcasting. 

Can  USIA  television  replace  VOA  as  our 
Voice  to  the  world?  Not  in  the  foreseeable 
future.  As  laudable  as  are  efforts  to  upgrade 
USIA's  television  service,  it  is  against  inter- 
national accords  (even  if  technically  feasi- 
ble) for  one  country  to  beam  a  television 
signal  directly  into  another  without  permis- 
sion of  the  host  government.  And  shipping 
USIA  tapes  to  Moscow  is  an  exercise  in  fu- 
tility! 

That  VOA  facilities  are  deeply  in  need  of 
replacement  is  beyond  doubt.  More  than  35 
percent  of  VOA  transmitters  are  at  least  30 
years  old.  We  broadcast  to  the  Soviet  Bloc 
with  equipment  captured  from  the  Nazis  at 
the  end  of  World  War  II.  VOA  has  not 
added  significant  transmitter  equipment  in 
more  than  20  years.  A  listener  in  Ghana 
writes  about  the  difficulty  he  has  receiving 
VOA  news.  'It  sounds  as  if  your  transmit- 
ters are  wearing  out,"  he  said.  They  are. 

Why,  then,  is  a  VOA  modernization  pro- 
gram in  jeopardy? 

In  one  sense  this  is  a  textbook  illustration 
of  the  difficulty  our  nation's  political  lead- 
ership has  in  changing  priorities  in  govern- 
ment. The  president  can  demand  modern- 
ization of  our  radios  but  unless  structures 
are  changed  to  accomplish  this  demand,  the 
entrenched  bureaucracy  can  find  a  thou- 
sand reasons  not  to  carry  it  out.  Henry  Ford 
did  not  create  the  auto  assembly  line  with 
blacksmiths. 

The  fact  of  the  matter  is  that  a  number  of 
USIA  officials  privately  oppose  a  real  push 
for  VOA  modernization  because  that  would 
require  making  VOA  a  top  priority  of  the 
agency. 

(I'll  never  forget  my  shock  in  learning 
that  a  program  to  send  piano  players  to 
Europe  had  official  USIA  budgeting  priority 
over  components  of  VOA  modernization  in 
the  same  months  that  President  Reagan 
was  saying  that  modernization  had  the  pri- 
ority that  President  Kennedy  gave  to  the 
space  program.) 
There  is  also  the  problem  of  diplomatic 

hostility     to     international     broadcasting. 
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Ideas  and  traditional  diplomacy  are  not 
always  compatible  with  detente,  and  neither 
is  truth.  Nothing  enrages  the  Soviets  more 
than  reporting  the  plight  of  Jevs  in  the 
U.S.S.R.  The  diplomatic  community  •  ill  not 
readily  make  budgetary  sacrifices  to 
strengthen  the  signal  of  our  radios. 

There  is  no  excusing  the  Appropriations 
Committee  members  who  wiped  out  radio 
construction,  and  they  should  be  called  to 
task.  But  they  should  have  felt  the  heat 
beiore  the  vote. 

What  is  needed  is  for  the  political  leader- 
ship of  this  administration  to  inform  career 
personnel  at  OMB  and  USIA  that  radio 
modernization  is  USIA's  highest  priority 
and  that  it  must  be  accomplished.  And  then 
the  White  House  must  mobilize  the  wide- 
spread support  VOA  and  RFE/RL  have  on 
Capitol  Hill  to  push  through  funds  for  mod- 
ernization. 

Yet  there  may  be  a  silver  lining  on  the 
modernization  front.  Richard  Carlson  has 
just  been  confirmed  as  VOA  director,  and 
that  surely  will  help  restore  VGA's  voice  in 
USIA's  leadership.  Under  Malcolm  Forbes 
Jr..  leadership  at  the  Board  for  Internation- 
al Broadcasting  (which  runs  RPE/RL)  has 
never  been  stronger. 

Meanwhile,  it  would  be  a  good  idea  for  the 
president  to  call  in  the  supporters  of  our 
international  radios  and  reaffirm  his  com- 
mitment to  modernization— an  act  that  will 
not  be  lost  on  those  dragging  their  feet. 
Then  he  can  unleash  his  people  on  Con- 
gress. 

We  will  never  see  modernizaion  of  VOA 
until  money  is  placed  in  a  trust  fund  to 
ensure  the  job  is  done. 


September  23,  1986 


Mr.  Speaker,  I  ask  my  colleagues  to  join  me 
in  recognizing  Dalton  Construction  Co.  for 
their  superior  track  record  of  performance  in 
the  building  construction  industry.  The  Califor- 
nia Association  of  Minority  American  Contrac- 
tors has  made  an  excellent  choice  for  its  1986 
Contractor  of  the  Year  Award. 


CONTRACTOR  OF  THE  YEAR 
AWARDED  DALTON  CONSTRUC- 
TION CO. 


HON.  ESTEBAN  EDWARD  TORRES 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 
Mr.  TORRES.  Mr.  Speaker,  it  is  with  ex- 
treme pleasure  that  I  call  to  the  attention  of 
my  colleagues  in  Congress  the  awarding  of 
Contractor  of  the  Year  to  the  Dalton  Construc- 
tion (Ik).  The  company  has  been  chosen  to  be 
Contractor  of  the  Year  by  the  California  Asso- 
ciation of  Minority  American  Contractors. 

Dalton  Construction  Co.  can  be  proud  of  its 
many  years  of  successful  building  contracting. 
It  is  a  highly  competent  and  technically  orient- 
ed building  business.  The  Company  strives  to 
provide  quality,  competitive  construction,  gen- 
erally ahead  of  schedule. 

The  company  has  assembled  a  staff  of 
dedicated  young  men  and  women  from  a  vari- 
ety of  disciplines  such  as  financial  administra- 
tors, accountants,  attorneys,  architects,  and 
construction  managers.  Among  their  list  of  ac- 
complishments are  a  Department  of  Housing 
and  Urban  Development  Award  for  superior 
effort  in  utilization  of  minority  contractors  on 
HUD  projects,  a  Department  of  the  Army 
Commendation  and  Outstanding  Peformance 
Award  for  construction  of  military  officers' 
quarters  at  Fort  Irwin,  CA,  and  a  city  of  Las 
Vegas  award  for  construction  of  a  (jetentlon 
and  correctional  center  for  the  city.  In  addi- 
tion, they  have  designed,  built,  and  rehabiliat- 
ed  numerous  housing  projects. 


PERSONAL  EXPLANATION 


HON.  MIKE  SYNAR 

OF  OKLAHOMA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23.  1986 

Mr.  SYNAR.  Mr.  Speaker,  last  Thursday  I 
missed  a  series  of  votes  on  the  omnibus  drug 
bill  because  I  was  hosting  an  economic  devel- 
opment conference  in  Oklahoma.  The  confer- 
ence had  been  planned  for  several  months 
and  we  did  not  anticipate  the  House  being  in 
session.  Due  to  the  drop  in  oil  prices  and  the 
farm  crisis,  Oklahoma's  economy  is  in  a  very 
serious  condition  and  I  belongeti  back  home. 
Because  of  the  importance  of  the  omnibus 
drug  bill,  I  would  like  to  explain  in  detail  my 
views  on  several  votes  I  missed. 

Generally,  I  believe  our  increased  aware- 
ness of  the  drug  problem  is  good.  The  Gov- 
ernment should  play  a  lead  role  in  curbing 
drug  abuse  and  I  agree  with  the  overall  effort. 
However,  I  fear  that  our  headlong  rush  to  leg- 
islate has  produced  some  bad  results.  First, 
we  cannot  afford  any  new  spending,  much 
less  $3.5  billion.  We  are  acting  like  Congress- 
es of  the  past  which  threw  money  at  problems 
and  called  it  a  solution.  We  should  not  add  to 
the  deficit. 

Second,  several  of  the  amendments  offered 
are  tremendously  disruptive  of  our  time-tested 
law  enforcement  system  and  the  careful  bal- 
ance between  tough  criminal  laws  and  the 
civil  liberties  of  law-abiding  citizens. 

For  example,  I  would  have  voted  against 
the  amendment  by  Mr.  Lungren  to  create  a 
so-called  good  faith  exemption  to  the  exclu- 
sionary rule  for  warrantless  searches.  This 
amencjment  applies  to  all  Federal  criminal 
cases  and  is  not  limited  to  drug-related  viola- 
tions. It  is  much  broader  than  the  scope  of 
this  legislation. 

A  good  faith  exception  is  probably  unwork- 
able. The  courts  are  not  equipped  to  probe 
the  subjective  good  faith  of  law  enforcement 
officers.  The  result,  if  this  statutory  exception 
is  ultimately  enacted  into  law,  will  be  either  a 
gaping  hole  in  the  exclusionary  rule  or  judicial 
interpretations  that  render  the  amendment 
meaningless  and  frustrate  the  author's  pur- 
pose. The  end  result  will  inevitably  be  that 
criminal  prosecutions  will  be  significantly 
longer  and  expensive  while  we  wrangle  over 
this  new  rule. 

This  so-called  good  faith  exception  is  bad 
law.  The  exclusionary  rule  is  critical  to  protect 
American  citizens  and  deter  police  miscon- 
duct. It  is  unfortunate  that  it  is  most  visible  in 
those  anomalous  situations  when  a  clearly 
guilty  defendant  is  freed.  Statistically  these 
are  a  very  small  percentage  of  total  prosecu- 
tions. We  rarely  focus  on  how  the  exclusion- 
ary rule  helps  protect  innocent  individuals 
from  overzealous  law  enforcement. 
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In  United  States  v.  Leon,  104  S.Ct.  3405 
(1984)  and  Massachusetts  v.  Sheppard  104 
set.  3424  (1984)  the  U.S.  Supreme  Court 
created  a  good  faith  exception  for  cases  in 
which  law  enforcement  officers  reasonably 
relied  on  a  defective  warrant.  We  should  see 
how  this  new  exception  works  before  expand- 
ing it.  The  Judiciary  Committee  has  not  held 
hearings  on  the  exclusionary  rule  since  Leon 
was  handed  down. 

In  72  years  our  Federal  courts  have  not 
been  able  to  find  a  better  way  to  protect 
fourth  amendment  rights.  We  should  be  very 
cautious  about  making  radical  changes  in  the 
exclusionary  rule  without  thorough  delibera- 
tion. Former  Supreme  Court  Justice  Potter 
Stewart  put  the  exclusionary  rule  into  perspec- 
tive: 

Much  of  the  criticism  leveled  at  the  exclu- 
sionary rule  is  misdirected;  It  is  more  prop- 
erly directed  at  the  Fourth  Amendment 
itself  *  *  *.  The  exclusionary  rule  places  no 
limitation  on  the  actions  of  the  police.  The 
Fourth  Amendment  does. 

The  inevitable  result  of  the  Constitution's 
prohibition  against  unreasonable  searches 
and  seizures  and  its  requirements  that  no 
warrant  shall  issue  but  upon  probable  cause 
is  the  police  officers  who  obey  its  strictures 
will  catch  fewer  criminals  •  •  *. 

That  is  the  price  the  framers  anticipated 
and  were  willing  to  pay  to  ensure  the  sancti- 
ty of  the  person,  home  and  property  against 
unrestricted  governmental  power. 

I  also  would  have  voted  against  the  amend- 
ments relating  to  the  use  of  the  military  in  law 
enforcement.  Over  our  200  years  we  have  de- 
veloped a  strict  line  of  demarcation  between 
law  enforcement  and  the  military.  This  amend- 
ment clouds  that  line. 

The  practical  reason  that  Congress  now 
turns  to  the  military  to  assist  law  enforcement 
is  because  the  Department  of  Defense  has 
massive  resources  when  compared  with  the 
Federal  agencies  responsible  for  fighting  drug 
trafficking.  We  are  at  fault  for  allowing  this  sit- 
uation to  evolve. 

For  example,  the  Pentagon  budget  has  in- 
creased 103  percent  over  the  last  5  years — or 
51  percent  adjusting  for  inflation— while  the 
budgets  of  the  (Doast  Guard  and  Customs 
Service,  the  two  agencies  with  primary  re- 
sponsibility for  drug  interdiction,  are  smaller 
now  than  when  President  Reagan  took  office 
6  years  ago. 

More  importantly,  our  Founding  Fathers  in- 
tentionally gave  law  enforcement  responsibility 
to  States  and  localities  to  avoid  mischief  by 
those  who  would  abuse  a  strong  centralized 
government.  It  has  been  necessary  to  create 
Federal  law  enforcement  agencies  for  specific 
purposes,  but  we  have  carefully  circumscribed 
their  powers.  We  are  going  in  a  dangerous  di- 
rection to  involve  military  personnel  in  law  en- 
forcement. 

I  would  have  voted  against  the  Gekas 
amendment  imposing  the  death  sentence.  I 
agree  fully  with  President  Reagan's  assess- 
ment that  the  omnibus  drug  bill  is  too  impor- 
tant "to  get  embroiled  on  a  side  issue  such  as 
the  death  penalty."  The  President  and  I  do 
not  always  agree  on  matters,  but  we  certainly 
agree  that  a  death  penalty  amendment  will 
slow  down  or  kill  this  legislation  in  the  Senate. 

On  a  substantive  level,  the  Gekas  amend- 
ment is  probably  unconstitutional.   A  death 


.  EXTENSIONS  OF  REMARKS 

penalty  must  be  restricted  to  punish  conduct 
that  results  in  a  death  in  cases  in  which  the 
defendant  killed  or  attempted  to  kill  the  victim. 
The  Gekas  amendment  is  much  broader. 

In  Godfrey  v.  Georgia,  446  U.S.  420  (1980) 
the  U.S.  Supreme  Court  struck  down  a  similar 
statute  because  its  unconstitutionally  broad 
scope  failed  to  give  the  courts  adequate  guid- 
ance. 

The  Gekas  amendment  is  downright  bizarre 
in  providing  that  a  person  may  be  sentenced 
to  death  on  the  basis  of  "information  present- 
ed regardless  of  its  admissibility  under  the 
rules  governing  the  admissibility  of  evidence 
at  cnmlnal  trials."  While  no  one  has  a  consti- 
tutional right  to  the  Federal  Rules  of  Evi- 
dence, capital  punishment  is  the  most  severe 
punishment  possible  and  all  Americans  should 
be  able  to  expect  normal  procedure. 

Again,  we  will  delay  punishing  the  guilty  t}e- 
cause  of  the  inevitable  appeals,  inevitable  re- 
versals and  inevitable  new  trials,  f-.'Howing  the 
imposition  of  a  clearly  unconstitutional  death 
sentence. 

With  this  Mr.  Speaker,  I  regret  n  '.-j  ;iq  votes 
last  Thursday  and  Friday  and  woulo  iir  t  to  ex- 
plain now  how  I  would  have  voted  or  each  re- 
corded vote. 

OMNIBUS  DRUG  ACT 

"No"  on  the  Kramer  amendment  imposing 
madatory  life  sentences  for  persons  21  or 
older  convicted  for  a  second  time  for  selling 
drugs  in  or  near  schools  (roll  number  370). 

"No"  on  the  Rangel  amendment  (increasing 
funding  for  State  and  local  law  enforcement 
grants  (roll  number  371). 

"No"  on  the  McCollum  amendment  to 
remove  the  cap  placed  on  the  size  of  State 
prison  industry  contracts  with  the  Federal 
Government  (roll  number  372). 

"No"  on  the  Lungren  amendment  concern- 
ing the  exclusionary  rule  (roll  number  373). 

"No"  on  the  Gekas  amendment  concerning 
the  death  penalty  (roll  number  374). 

"No"  on  the  Bennett  amendment  to  transfer 
certain  aliens  from  State  and  local  penal  facili- 
ties to  Federal  facilities  (roll  number  375). 

"No"  on  the  Chandler  amendment  to 
devote  some  of  the  drug  abuse  education 
funds  to  higher  education  institutions  (roll 
number  376). 

"Yes"  on  the  Bilirakis  amendment  to  strike 
the  creation  of  an  Advisory  Commission  on 
Intercollegiate  Athletics  (roll  number  377). 

"Yes"  on  final  passage  of  the  Omnibus 
Drug  Act  (roll  number  378). 

"Yes"  on  approving  the  journal  on  Friday 
(roll  number  379). 

SOUTH  AFRICAN  SANCTIONS 

"Yes"  on  motion  to  bring  up  South  African 
sanctions  (roll  number  380). 

"Yes"  on  motion  to  agree  to  Senate 
amendment  on  sanctions  (roll  number  381). 

HUD  APPROPRIATIONS 

"Yes"  on  motion  to  waive  points  of  order 
on  HUD  appropriations  bill  (roll  number  382). 

"Yes"  on  final  approval  of  HUD  appropria- 
tions (roll  number  383). 
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GENE  SNYDER 


SPEECH  OF 

HON.  ROBERT  H.  MICHEL 

OF  ILLINOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  MICHEL.  Mr.  Speaker,  I  want  to  join  our 
colleagues  in  paying  tribute  to  our  good  friend, 
Gene  Snyder,  who  has  so  ably  represented 
the  people  of  his  district,  the  Fourth  District  of 
Kentucky,  for  two  decades  and  who  will  retire 
at  the  end  of  this  Congress. 

Gene  has  served  with  distinction  and  effec- 
tiveness on  the  Merchant  Marine  and  Fisher- 
ies Committee  and  as  ranking  minority 
member  of  the  Public  Works  and  Transporta- 
tion Committee. 

Those  of  us  who  have  been  in  the  House 
for  a  numt)er  of  years  get  to  know  each  other 
fairiy  well.  Not  just  in  strictly  legislative  mat- 
ters, but  in  matters  of  personality  and  talent 
and  political  skills.  And  I  can  say  that  Gene 
Snyder  has  always  impressed  me,  tx)th 
before  and  since  I  have  become  Republican 
leader,  with  his  persuasive  power,  his  ability  to 
focus  on  and  help  achieve  realizable  legisla- 
tive goals  and  his  overall  effectiveness. 

Gene  is  one  of  the  classic  tellers  of  tales,  in 
the  great  House  tradition  that  seems,  these 
days,  to  tie  slowly  dying.  Such  a  gift  is  some- 
thing more  than  the  ability  to  tell  a  good 
story— it  is  a  cherished  part  of  this  complicat- 
ed, sometimes  maddening,  always  difficult 
task  we  call  legislating.  A  good  story,  at  the 
right  time,  told  in  the  right  way,  can  go  far  to 
ease  a  tense  atmosphere,  to  slyly  illustrate  a 
point  or  to  just  plain  make  us  laugh  when  we 
need  it.  It  is  an  enviable  gift  and  we're  going 
to  miss  Gene's  ability  in  this  area  as  well  as  in 
so  many  others. 

Mr.  Speaker,  let  me  just  say  Gene  has  been 
a  good  colleague  and  a  good  Representative 
for  his  constituents.  That  may  seem  like  slight 
praise  to  those  who  have  not  served  in  the 
House,  but  to  those  of  us  who  have  been  on 
the  firing  line  for  many  a  year  can  tell  you,  it  is 
the  highest  praise  we  can  pay. 


TRIBUTE  TO  HON.  GENE 
SNYDER 


SPEECH  OF 

HON.  TOM  BEVILL 

OF  ALABAMA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 
Mr.  BEVILL.  Mr  Speaker,  I  rise  today  to  pay 
tribute  to  my  good  friend  Gene  Snyder  of 
Kentucky  who  is  retiring  this  year.  I  consider 
Gene  to  be  one  of  my  best  friends  here  in 
Congress.  1  appreciate  him  and  I  will  really 
miss  him. 

Gene  has  done  an  outstanding  job  as  rank- 
ing Republican  on  the  Public  Works  and 
Transportation  Committee.  In  that  role,  he  has 
been  especially  helpful  to  me.  When  the  air- 
port in  my  home  county  of  Walker  was  in  a 
dangerous,  deteriorating  condition.  Gene  took 
the  lead  to  make  it  possible  to  build  a  nice, 
safe  airport.  He  may  not  know  it,  but  that  new 
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airport  actually  may  have  saved  some  lives 
not  long  ago.  A  plane  not  scheduled  to  land 
there,  developed  engine  trouble  unexpectedly. 
It  made  a  safe  landing  and  no  one  was  in- 
jured. The  thought  has  always  stayed  with  me 
that  having  that  safe,  new  airfield  prevented 
what  could  have  been  a  disaster.  Those  of  us 
from  Walker  County  owe  Gene  Snyder  a  debt 
of  gratitude  for  the  work  he  did  to  make  that 
new  airport  a  reality. 

Not  only  has  Gene  worked  hard  for  his  con- 
stituents in  Kentucky's  Fourth  District,  but  he 
has  worked  hard  for  our  Nation. 

He  is  respected  on  both  sides  of  the  aisle 
as  a  man  of  integrity.  His  talents  will  be 
missed  by  his  many  friends  and  colleagues 
here  in  Congress. 

I  would  like  to  wish  Gene  well  in  his  future 
endeavors.  We  won't  forget  the  fine  work  he 
did  here. 
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none  of  us  will  ever  forget.  Thanks  Arnie,  for 
helping  your  platoon  win. 


September  23,  1986 


PERSONAL  EXPLANATION 


HON.  ESTEBAN  EDWARD  TORRES 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  TORRES.  Mr.  Speaker,  I  was  unavoid- 
ably absent  on  official  business  during  rollcall 
votes  No.  399  and  No.  400  on  Friday,  Sep- 
tember 19.  Had  I  been  present  on  the  House 
floor,  I  would  have  cast  a  "no"  vote  on  the 
Robert  amendment.  I  would  have  voted  aye 
on  final  passage  of  the  FIFRA  Amendments 
bill.  H.R.  2462. 


ARNIE'S  PLATOON  WINS  THE 
CHRYSLER  PRO-AM 


UMI 


HON.  JOSEPH  M.  McDADE 

OF  PENNSYLVANIA 
IN  THE  HOt;SE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  McDADE.  Mr.  Speaker,  Arnold  Palmer, 
already  a  golfing  legend  in  our  time,  teamed 
with  some  local  golf  amateurs  to  win  the 
Chrysler  Cup,  International  Seniors  Pro-Am 
tournament  at  Avenel,  the  new  Tournament 
Players  club  in  Potomac,  MD,  on  September 
2,  1986. 

Arnold  Palmer  headed  a  team  of  eight 
American  senior  golf  champions.  Gary  Player 
led  an  equal  number  of  international  champi- 
ons. On  September  2,  1986,  Arnold  Palmer 
had  a  hole-in-one  on  the  3/par,  third  hole.  On 
the  next  day,  September  3,  1986,  he  holed 
out  again  on  the  same  hole  with  a  single  shot. 
Some  reporters  called  it  a  10  million-to-1 
chance. 

But  there's  a  human-interest  side  to  this 
story  that  involves  just  ordinary  folks,  like 
yours  truly. 

Arnokj  Palmer's  pro-am  team  consisted  of 
Jerry  Osgood,  a  Coca-Cola  Co.  executive; 
Tom  Bolger.  chairman  of  the  board  of  Bell  At- 
lantic; Lou  Kriser,  a  Capitol  Hill  consultant; 
and  me,  Joe  McDaoe.  Even  if  you've  not  a 
golfer,  you  can  appreciate  what  we  all  felt  like 
to  be  with  the  great  Arnie  Palmer  when  he 
made  the  first  of  his  historic  hole-in-one  series 
arxJ  also  to  lead  the  winning  pro-am  team.  It 
was  a  golfer's  dream  come  true  artd  a  day 


THE  NATIONAL  ENDOWMENT 
FOR  DEMOCRACY 


HON.  JIM  COURIER 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  COURTER.  Mr.  Speaker,  I  want  my  col- 
leagues to  have  the  chance  to  see  the  follow- 
ing article  on  the  National  Endowment  for  De- 
mocracy by  Morton  Kondracke. 

Mr.  Kondracke  is  soon  to  join  the  New  Re- 
public, whose  current  editors.  I  am  pleased  to 
note,  have  been  steady  defenders  of  the 
NED.  The  endowment,  though  federally 
funded,  is  privately  directed  and  devoted  to 
nonpartisan  and  peaceable  efforts  to  strength- 
en democratic  movements,  newspapers,  and 
labor  unions  in  foreign  countries.  Its  outstand- 
ing work,  I  fear,  is  overlooked  by  too  many 
Members,  and  its  small  budget  comes  under 
the  most  harsh  scrutiny  during  each  authoriza- 
tion and  appropriation  cycle.  I  therefore,  very 
much  appreciate  the  New  Republic's  view  of 
the  worthiness  of  the  NED's  efforts.  And  I 
want  the  Record  of  the  House  to  reflect  my 
further  appreciation  for  Mr.  Kondracke's 
equally  clear  view  of  the  importance  of  the 
Endowment. 

[Prom  the  New  York  Times.  Sept.  22.  1986] 

Don't  Sell  Democracy  Short 

(By  Morton  Kondracke) 

Washington.— There  will  be  an  effort  in 
the  Senate  this  week  to  kill  off  the  National 
Endowment  for  Democracy,  the  private 
agency  that  administers  this  country's 
modest  efforts  to  promote  democratic  move- 
ments around  the  world.  This  should  not  be 
allowed  to  happen. 

The  effort  comes  at  a  time  when,  accord- 
ing to  Central  Intelligence  Agency  esti- 
mates, the  Soviet  Union  spends  between  $60 
million  and  $80  million  a  year  on  13  world- 
wide front  groups  that  promote  its  ideologi- 
cal line  and  $50  million  more  covertly  aiding 
Communist  parties  around  the  world.  This 
is  all  separate  from  the  activities  of  the 
K.G.B.,  Soviet  satellite  governments  and  all 
the  official  organs  of  East  bloc  propaganda, 
diplomacy  and  cultural  exchange. 

The  most  active  nation  on  our  side  Is  West 
Germany,  which  gives  $210  million  a  year  to 
its  four  political  party  foundations,  which 
help  parties  around  the  world  that  share 
their  Christian  Democrat.  Socialist,  conserv- 
ative or  liberal  world  view.  The  foundations 
also  help  trade  unions,  newspapers,  voter 
education  projects  and  other  nonpartisan 
democratic  movements,  some  of  them  under 
attack  from  totalitarian  governments,  of  the 
left  and  right. 

Shouldn't  we  do  the  same?  Prom  the 
1940's  to  the  early  60's  we  did  so  covertly 
through  the  C.I.A.,  causing  great  embarrass- 
ment to  recipients  when  the  funding  was  ex- 
posed in  the  post-Vietnam  era.  The  United 
States  resumed  help  for  democratic  move- 
ments only  three  years  ago.  but  even  now 
we  devote  only  $15  milion  a  year  to  the 
cause. 

With  these  funds,  the  National  Endow- 
ment for  Democracy  is  undertaking  fasci- 
nating experiments  in  democracy-building 
and  doing  so  openly.  In  Asia.  N.E.D.  is  help- 
ing the  anti-Soviet  resistance  in  Afghani- 


stan re-establish  schools,  print  textbooks 
and  train  people  to  use  minicameras  to  give 
the  world  a  video  record  of  the  war.  It 
funded  the  international  group  that  moni- 
tored the  Philippine  elections.  It  finances  a 
Chinese-language  newspaper  that  provides  a 
forum  on  Issues  of  democracy  and  econom- 
ics for  mainland  Chinese  and  Taiwanese  stu- 
dents in  the  United  States  and  Canada.  And 
it  gives  training  in  democratic  theory  and 
practice  in  South  Korea.  Turkey  and  India. 

In  Latin  America.  N.E  D.  has  helped  fund 
La  Prensa.  Nicaragua's  anti-Sandinlsta 
newspaper,  and  serves  as  the  main  source  of 
voter  education  and  political  training  in  the 
fledgling  democracies  of  Haiti.  Guatemala 
and  Grenada.  It  has  15  programs  in  Chile, 
helping  various  groups  pave  the  way  back 
toward  democracy. 

In  Africa,  the  National  Endowment  has 
approved  either  new  legal  aid.  squatter  re- 
settlement, education  and  democratic  orga- 
nizing programs  in  South  Africa,  and  has 
union,  womens'  and  youth  projects  going  in 
Zimbabwe,  Senegal,  Gambia,  Botswana  and 
Prench-speaklng  nations. 

In  Eastern  Europe,  N.E.D.  has  provided 
legal  assistance  to  jailed  Solidarity  activists 
in  Poland  and  support  services  for  their 
families.  It  helps  publish  magazines  promot- 
ing democracy  In  Poland.  Czechoslovakia 
and  Hungary,  and  is  preparing  video-taped 
discussions  on  democracy  for  distribution  in 
the  Soviet  Union. 

Out  of  some  260  projects  over  the  past 
three  years,  three  have  become  controver- 
sial: aid  to  a  pro-military  political  party  in 
Panama,  funding  of  a  conservative  student 
youth  group  in  Prance  and  backing  for  a 
United  States  group  that  lobbied  for  aid  to 
the  contras  In  Nicaragua.  On  inspection, 
only  the  Panamanian  intervention  seems  to 
have  been  truly  unacceptable,  and  that  led 
to  tighter  internal  controls. 

Some  liberals  say  that  the  N.E.D.  is  too 
Reaganlte  (for  aiding  critics  of  the  Sandinis- 
tas). Some  conservatives  think  it's  mischie- 
vous for  backing  democrats  in  South  Africa, 
South  Korea  and  Chile.  Others  believe  we 
have  no  business  getting  Involved  in  any 
country's  internal  affairs. 

This  week.  Senator  Dale  Bumpers,  Demo- 
crat of  Arkansas,  will  move  to  transfer  the 
National  Endowment's  appropriation  to  the 
Pulbright  scholarship  program  in  the  belief 
that  having  foreigners  visit  our  country  is  a 
better  way  to  foster  democracy  than  send- 
ing money  abroad.  But  the  $15  million  will 
add  only  10  percent  more  to  the  Pulbright 
budget  and  will  wipe  out  the  Endowment. 
We  will  then  have  no  agency  helping  strug- 
gling democrats  around  the  world— unless, 
of  course,  we  want  to  bring  back  the  C.I.A. 


DAC.  S.  VINCENT  TOWNSEND, 
SR..  AND  FERD  WEIL.  SR.: 
SPARKPLUGS  OF  PROGRESS 


HON.  BEN  ERDREICH 

OF  ALABAMA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  ERDREICH.  Mr.  Speaker.  I  would  like  to 
take  a  few  moments  to  tell  my  colleagues  in 
the  House  about  an  organization  in  Birming- 
ham, AL,  that  is  celebrating  its  silver  anniver- 
sary this  month,  because  those  25  years,  and 
what  was  accomplished  by  this  organization 
during  that  time,  have  made  a  real  difference 
in  how  Birmingham  has  grown  into  a  place 
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where  families  want  to  live  and  raise  their  chil- 
dren, and  where  an  evermore  diversified  busi- 
ness sector  continues  to  expand. 

The  Downtown  Action  Committee  was 
formed  in  1961  by  two  Birmingham  leaders, 
Ferd  Weil,  Sr.  and  S.  Vincent  Townsend,  Sr. 
At  that  time,  Weil  was  vice  president  of  the 
retail  division  of  the  Birmingham  Area  Cham- 
ber of  Commerce,  and  Townsend,  now  de- 
ceased, was  vice  president  and  assistant  to 
the  publisher  of  the  Birmingham  News.  Both 
men  saw  the  need  to  form  an  organization  to 
put  the  magic  back  into  "The  Magic  City,"  the 
name  given  Birmingham  in  an  earlier  era  when 
its  growth  surpassed  every  city  in  America. 

The  DAC  took  on  a  variety  of  projects,  in- 
volving all  our  citizens,  to  move  beyond  the 
racial  strife  of  the  early  1960's,  enhancing 
economic  growth  and  central  city  vitality,  so 
important  to  the  growth  of  our  metropolitan 
area,  and  indeed,  to  our  State. 

Throughout  the  years,  the  DAC  has  contin- 
ued to  help  the  city  of  Birmingham  realize  its 
potential  and  become  a  sparkplug  of  the 
State's  ecomony  through  progress  and  growth 
with  strong  government  and  business  leader- 
ship. And  along  with  economic  growth,  Bir- 
mingham has  also  become  a  major  southern 
center  for  performing  and  visual  arts. 

The  founding  fathers  of  the  DAC,  Ferd  Weil 
and  Vincent  Townsend,  were  honored  by  the 
women's  junior  chamber  of  commerce  for 
their  outstanding  efforts  on  behalf  of  the  city, 
with  Townsend  being  named  "Man  of  the 
Year"  by  that  organization  in  1966,  and  Weil 
receiving  that  same  honor  in  1967.  And  Ferd 
Weil  continues  to  this  day  to  be  a  guiding 
force  for  the  DAC,  working  to  see  that  the 
foundation  laid  by  him  and  Vincent  Townsend 
continues  to  be  built  upon  as  the  city  contin- 
ues to  grow  and  prosper. 

All  of  us  owe  a  debt  to  gratitude  to  the 
DAC,  and  its  founders,  Ferd  Weil  and  Vincent 
Townsend.  They  have  helped  keep  Birming- 
ham on  a  positive  path,  enhancing  the  future 
for  all  our  citizens. 


EXTENSIONS  OF  REMARKS 

discussed  by  Members  of  Congress  and  rep- 
resentatives of  the  media.  This  board  would 
be  composed  of  representatives  from  broad- 
casting, cable,  program  production,  the  print 
media,  advertising  media  and  professional 
sports  associations.  It  is  my  understanding 
that  all  of  these  groups  have  voluntarily 
agreed  to  be  part  of  a  board  and  to  contribute 
their  enormous  collective  resources  to  educat- 
ing the  public  about  the  problems  of  drug 
abuse. 

Some  media  organizations  have  already  ini- 
tiated their  own  campaigns  against  substance 
abuse.  Over  the  past  decade  the  three  major 
networks  have  devoted  significant  resources 
to  drug  and  alcohol  problems  through  regular 
entertainment  and  news  programming,  public 
service  announcements,  cooperative  industry 
efforts,  and  with  its  own  employees.  Beginning 
in  1980,  NBC  developed  a  positive  alternative- 
to-drugs  campaign  entitled  Get  High  On  Your- 
self and  has  initiated  other  similar  campaigns, 
including  Don't  be  a  Dope,  and  Just  Say  No, 
and  most  recently  their  special  report  Cocaine 
Country.  I  commend  NBC  on  its  efforts  to 
date. 

Since  Congress  alone  cannot  solve  the 
problems  of  drug  abuse,  it  is  important  that  all 
segments  of  our  society  work  together  in  a 
coordinated  effort  in  our  war  on  drug  use  and 
abuse.  The  media  can  play  a  vital  role  in  edu- 
cating America  about  the  dangers  of  drug  use. 
I  applaud  those  organizations  from  the  private 
sector  who  will  voluntarily  join  the  media  advi- 
sory board.  The  expertise  they  bring  will  be  in- 
valuable in  our  overall  efforts  to  wipe  out  ille- 
gal drugs. 


THE  DRUG  WAR 


HON.  E.  CUY  SHAW,  JR. 

OF  FLORIDA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  SHAW.  Mr.  Speaker,  on  August  11,  I 
participated  in  a  meeting  organized  by  the 
House  leadership  with  representatives  of  the 
media  industries.  The  purpose  of  this  meeting 
was  to  solicit  their  help  in  our  national  effort  to 
combat  the  growing  tragedy  of  drug  abuse. 
The  industries  represented  at  this  meeting  are 
in  the  unique  position  of  developing  cam- 
paigns and  promoting  an  awareness  among 
the  general  public  about  the  problems  of  drug 
abuse  and  the  need  to  prevent  drug  use 
among  young  people. 

The  House  has  taken  action  on  the  omni- 
bus antidrug  legislation  that  is  aimed  at  every- 
thing from  eradication  of  drug  supplies  to 
treatment  of  victims.  Much  of  the  debate  and 
discussion  leading  to  the  recently  passed  drug 
bill  focused  on  initiatives  by  private  enter- 
prises, and  in  particular  by  the  media.  The 
concept  of  a  media  advisory  board  has  been 


MISS  KIMBERLY  A.  KADRYNA 
RECEIVES  GIRL  SCOUT  GOLD 
AWARD 


HON.  GEORGE  W.  GEKAS 

OF  PENNSYLVANIA 
IN  THE  HOtJSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  GEKAS.  Mr.  Speaker,  Sunday,  October 
5,  1 986,  will  be  remembered  as  a  very  special 
day  in  the  life  of  one  young  lady  from  my  dis- 
trict. Miss  Kimberly  A.  Kadryna  of  Selinsgrove, 
PA.  Miss  Kadryna,  daughter  of  William  and 
Joyce  Kadryna,  has  earned  Girl  Scouting's  top 
honor,  the  Gold  Award,  which  she  will  receive 
before  family,  friends,  and  her  Congressman 
at  a  ceremony  at  Zion  Lutheran  Church  of 
Kratzerville. 

Kimberly,  a  member  of  Kratzerville  Troop 
1293,  Hemlock  Girl  Scout  Council,  and  a 
senior  at  Selinsgrove  Area  High  School, 
earned  the  coveted  award  after  completing 
activities  covering  community  service,  career 
exploration,  specialized  interest  projects  and 
leadership  skills. 

For  career  exploration,  Kimberly  researched 
careers  available  with  the  NASA  space  pro- 
gram and  participated  in  a  weeklong  session 
at  the  U.S.  Space  Camp  in  Huntsville,  AL.  She 
plans  to  pursue  a  career  as  an  aerospace  en- 
gineer. 

Miss  Kadryna  has  also  distinguished  herself 
as  a  member  of  the  National  Honor  Society, 
president  of  the  American  Industrial  Arts  Stu- 
dent Association,  was  selected  for  the  1986 
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Keystone  Giris  State,  and  captured  first  place 
in  the  Pennsylvania  AIASA  public  speaking 
competition. 

I  would  ask  my  colleagues  in  the  U.S.  Con- 
gress to  join  me  in  extending  congratulations 
to  Kimberiy  Kadryna  for  earning  this  notable 
award.  I  wish  her  great  success  in  her  future 
endeavors. 


FREE  TRADE  AREA  AGREEMENT 
WITH  THE  PHILIPPINES 


HON.  FRANK  J.  GUARINI  , 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23.  1986 

Mr.  GUARINI  Mr.  Speaker,  today  I  )Oin  with 
my  distinguished  colleague,  Sam  Gibbons,  the 
chairman  of  the  Ways  and  Means  Subcommit- 
tee on  Trade,  in  introducing  a  resolution  ex-  , 
pressing  the  sense  of  Congress  that  the  Presi- 
dent should  begin  exploratory  discussions  with 
the  Government  of  the  Republic  of  the  Philip- 
pines to  determine  whether  the  negotiation  of 
a  reciprocal  bilateral  free  trade  area  under 
section  102(b)  of  the  Trade  Act  of  1974  would 
be  feasible  and  in  our  mutual  economic  inter- 
est. 

Last  week,  after  President  Corazon  Aquino 
addressed  the  joint  session  of  Congress  I  had 
the  opportunity  to  speak  to  her.  My  impression 
is  that  Mrs.  Aquino  has  a  clear  vision  of  de- 
mocracy and  where  she  is  directing  her  coun- 
try. Yet  with  its  $26  billion  debt  and  staggenng 
economy,  her  country  is  in  more  dire  need  of 
economic  help  than  many  others. 

The  political  and  economic  stability  of  the 
Philippines  is  of  critical  importance  to  the  se- 
curity of  the  United  States.  The  Philippines  is 
our  bulwark  in  the  Pacific  She  is  home  to  two 
U.S.  military  bases,  Subic  Bay  and  Clark  Air 
Force  Base,  which  are  leased  to  the  United 
States  until  1991. 

Strengthening  our  trade  relations  with  the 
Philippines  would  promote  economic  and  polit- 
ical stability.  It  would  draw  this  new  democra- 
cy closer  to  the  United  States. 

The  United  States  and  the  Philippines  have 
long  enjoyed  a  special  historical,  political,  and 
economic  relationship.  For  almost  50  years 
she  was  part  of  our  country.  Extending  our 
hand  of  friendship  across  the  Pacific  in  the 
form  of  relaxed  trade  policies  would  expand 
upon  our  already  strong  cultural  and  language 
ties. 

We  have  received  clear  signs  from  the  Phil- 
ippine Government  that  she  is  anxious  to  re- 
build her  economy,  and  is  committed  to  mod- 
ernization, a  wiser  use  of  resources  and  agro- 
Industrial  programs  more  attuned  to  the  times. 
It  appears  that  she  is  dedicated  to  a  genuine 
private  enterprise  system,  increasing  produc- 
tivity, and  efficiency,  and  rationalizing  overall 
business  and  entrepreneurial  policies. 

In  just  6  months,  the  Government  of  the 
Philippines  has  made  strides  in  the  economic 
field  by  stabilizing  the  exchange  rate  and  in- 
creasing the  country's  international  reserves. 
Inflation  has  been  brought  under  control  and 
interest  rates  have  dropped. 

A  free  trade  area  agreement  with  the  Philip- 
pines would  increase  investment,  industrial 
development,  and  foreign  exchange  earnings. 
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It  would  help  this  country  move  further  down 
the  road  to  economic  growth.  The  mutual  re- 
duction of  barriers  and  improved  market 
access  would  encourage  her  economic  devel- 
opment, reduce  her  foreign  debt  burdens  and 
deperKJence,  and  create  an  environment 
which  would  foster  long-term  political  and  eco- 
nomic stability. 

The  President  of  the  United  States  has  the 
authority  under  section  102(b)  of  the  Trade 
Act  of  1974  to  negotiate  reciprocal  and  mutu- 
ally advantageous  bilateral  free  trade  area 
agreements.  We  have  already  negotiated  a 
free  trade  area  agreement  with  Israel  and  a 
similar  agreement  Is  presently  t>eing  negotiat- 
ed with  Canada.  Enhancing  our  trade  relations 
with  these  countnes  has  been  fundamental  in 
solidifying  our  already  strong  friendships 

The  negotiation  of  a  free  trade  agreement 
between  the  United  States  and  the  Philippines 
would  be  mutually  advantageous.  Significant 
political,  economic,  and  national  secunty  ben- 
efits would  accrue  to  both  nations.  On  these 
grounds.  I  urge  your  strong  support  for  this 
resolution. 


NCAA:  ALL  BARK,  NO  BITE 


HON.  JAMES  J.  FLORIO 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  FLORIO.  Mr.  Speaker,  I  would  like  to 
bring  to  the  attention  of  my  colleagues  an  edi- 
torial that  appeared  recently  in  the  Camden, 
NJ,  Courier-Post.  The  editorial  criticizes  the 
National  Collegiate  Athletic  Association 
[NCAA]  for  its  failure  to  penalize  schools  and 
athletes  for  violations  of  NCAA  rules  and  for 
ignoring  the  importance  of  academic  excel- 
lence, as  well  as  athletic  accomplishment,  in 
college  sports. 

Last  week,  the  House  confronted  a  similar 
issue  when  we  voted  on  the  omnibus  drug  bill. 
That  bill  provides  for  the  establishment  of  an 
independent  commission  to  investigate  the 
drug  problem  in  college  sports  and  to  develop 
a  strategy  for  curbing  the  problem.  This  inde- 
pendent commission  Is  needed  largely  be- 
cause the  NCAA,  on  its  own,  has  failed  to 
come  to  grips  with  this  and  other  problems  in 
college  sports. 

I  believe,  therefore,  that  the  following  edito- 
rial proF>erly  identifies  tt\e  fundamental  prob- 
lem today  in  college  athletics— the  NCAA's 
unwillingness  to  set  artd  to  enforce  meaningful 
guidelines  for  college  sports.  Until  we  t)egin  to 
act  forcefully,  the  drug  problem  and  poor  aca- 
demic performance  of  college  athletes  are 
likely  to  continue. 

Mr.  Speaker,  the  text  of  the  Courier-Post 
editorial  follows: 

Sports  Watchdog  All  Bark.  No  Bite 

The  watchdog  that  is  known  to  bark  a  lot 
but  has  never  bitten  anyone  is  at  first  a 
noisy  nuisance;  next,  it's  ridiculed,  and.  fi- 
nally, it  l>ecomes  a  contemptible  cur.  This 
week,  the  NCAA,  the  watchdog  of  college 
sports,  reached  the  stage  that  years  of 
pointless  yipping  has  earned  for  it. 

The  NCAA  last  week  snarled  half-hearted- 
ly at  the  Nebraska  Comhuskers,  college 
football's  perennial  top  team.  Sixty  Nebras- 
ka players,  the  NCAA  woofed,  had  improp- 
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erly  distributed  game  passes,  valuable  be- 
cause the  contests  are  always  sellouts.  The 
players  get  four  passes  each  to  give  to  rela- 
tives or  fellow  students.  The  tickets  cannot 
be  sold  or  traded  or  given  to  anyone  ineligi- 
ble to  get  them. 

The  penalty,  provided  under  a  rule  ap- 
proved by  the  NCAA  in  January  1985,  was 
suspension  of  all  60  offenders  for  one 
game— Nebraska's  season  operer  against 
Florida  State. 

Even  the  Cornhusker's  gridircn  machine 
can't  shrug  off  the  loss  of  that  many  play- 
ers. Talk  turned  to  the  possibility  ot  forfeit- 
ing to  PSU,  but  that  conversation  didn't  last 
long.  After  all.  the  NCAA  appeals  process 
was  still  open,  and  the  discussion  quickly  fo- 
cused on  getting  the  association  to  change 
its  mind,  which  it  did  after  a  teleconference 
with  coach  Tom  Osborne. 

Instead  of  one-game  suspensions,  the 
NCAA  opted  to  strip  the  offending  players 
of  their  passes,  and.  in  case  that  didn't  scare 
off  rule  breakers,  the  football  team  and  the 
men's  and  women's  basketball  team  will  be 
asked  to  check  into  how  student  athletes 
used  freebie  tickets  last  year.  Woof.  Woof. 

■'I  think  this  is  the  best  step  they  could 
take."  Mr.  Osborne  said.  "I  think  it  is  a 
tough  but  fair  decision." 

No  question  the  step  is  the  best  the  coach 
could  have  hoped  for.  He  should  feel  like  a 
man  who  believes  he's  going  to  the  guillo- 
tine but  finds  he's  actually  going  to  have  his 
fingernails  clipped.  The  NCAA's  decision, 
however,  has  nothing  to  do  with  fairness  or 
toughness.  It  has  to  do  with  fear  and  cow- 
ardice. The  NCAA  is  afraid  to  enforce  its 
rules  l>ecause  it  is  afraid  to  disrupt  the  econ- 
omy of  college  sports,  of  which  it  is  part. 

Many  colleges  have  become  training 
grounds  for  pro  athletes  and  coaches,  and 
lucrative  contracts  for  TV  rights  have 
become  justification  enough  for  fielding  a 
winner  at  all  costs.  Whenever  rules  get  in 
the  way.  they  can  be  swept  aside  with  the 
breath  it  takes  to  chant  "We're  Number 
One.  " 

The  distortions  these  things  have  caused 
are  evident  in  Mr.  Osborne's  painfully  ar- 
ticulated postscript  to  his  pre-season  victo- 
ry. "We  felt  the  original  penalty  was  very 
harsh  on  the  institution  and  the  players  in 
view  of  what  had  happened  because  what 
they  did  in  falsifying  relationships  was  un- 
ethical conduct."  Ethical  matters,  the  coach 
continued,  are  the  business  of  the  universi- 
ty, violations  of  rules  are  the  NCAA's. 
Teaching  the  difference  between  right  and 
wrong,  he  failed  to  say.  is  the  business  of 
neither.  The  NCAA  should  adm  i  :is  much 
and  stop  its  baying.  The  easier  i  .sele.',s  old 
dog  is  to  ignore,  the  longer  it  »i.  te  before 
someone  puts  it  to  sleep. 
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RELIGIOUS  INTOLERANCE  AND 
POLITICS 


HON.  RONALD  D.  COLEMAN 

OF  TEXAS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  23,  1986 

Mr.  COLEMAN  of  Texas.  Mr.  Speaker,  the 
year  1986  has  already  seen  more  cases  of  re- 
ligious intolerance  and  unfair  tactics  than  nor- 
mally occur  throughout  most  entire  election 
years. 

As  People  for  the  American  Way  have  doc- 
umented in  their  1986  interim  report  on  reli- 
gious intolerance  and  politics: 


The  instances  of  religious  intolerance  and 
deceptive  campaign  tactics  that  have  al- 
ready occurred  should  serve  as  a  warning. 
Unless  these  tactics  are  challenged.  Ameri- 
can society  may  become  further  polarized, 
our  liberties  threatened,  and  our  political 
system  distorted— not  only  for  the  remain- 
der of  this  campaign  season,  but  for  years  to 
come. 

Based  on  the  experience  in  this  year's  party 
primaries,  caucuses,  and  conventions,  the 
study  warns  that  "this  year  may  see  some  of 
the  most  intolerant  and  deceptive  campaign 
tactics  in  recent  history."  Most  instances  of 
religious  intolerance  and  unfair  campaign  tac- 
tics have  been  confined  to  intraparty  battles, 
such  as  the  extremism  and  conspiracy  theo- 
ries of  the  LaRouche  movement  within  the 
Democratic  Party  and  the  increasingly  decep- 
tive and  intolerant  tactics  of  the  religious  right 
operating  within  the  Republican  Party.  Consid- 
ering the  unfair  tactics  used  in  this  year's  skir- 
mishes. People  for  the  American  Way  have 
raised  great  cause  for  concern  about  what  will 
happen  when  Republicans  and  Democrats 
square  off  in  this  fall's  elections. 

Chairman  of  People  for  the  American  Way 
John  Buchanan,  an  ordained  Southern  Baptist 
minister  and  former  eight-term  Republican 
Congressman  from  Alabama,  observed: 

So  far  in  1986,  the  main  victims  of  intoler- 
ant and  deceptive  campaign  tactics  have 
been  Republicans,  including  traditional  con- 
servatives as  well  as  moderates,  who  have 
been  subjected  to  theopolitical  inquisitions 
and  personal  attacks  from  the  Religious 
Right. 

In  its  review  of  the  first  half  of  1 986.  People 
for  the  American  Way's  report  found  that  in- 
stances of .  political  intolerance  ranged  from 
the  anti-Semitism  of  the  LaRouche  movement 
within  the  Democratic  Party,  to  an  attack  on  a 
Christian  Scientist  in  a  Republican  congres- 
sional primary  in  Texas,  to  demands  that  can- 
didates in  several  States  answer  question- 
naires about  their  religious  views,  and  even 
prayers  for  the  death  of  political  opponents. 

Mr.  Speaker,  all  Americans  of  every  faith, 
color,  and  creed  should  be  thankful  for  the  ef- 
forts of  People  for  the  American  Way  to 
expose  this  rising  tide  of  religious  and  political 
intolerance  as  we  enter  the  final  stretch  of  the 
1986  political  season.  Intolerance  challenged 
is  intolerance  denied,  and  I  urge  my  col- 
leagues and  the  American  people  to  study 
and  ponder  the  results  of  this  most  important 
study,  the  first  part  of  which  I  have  included 
for  the"  Record: 

Religious  Intolerance  and  Politics  1986: 
An  Interim  Report 

I.  introduction 

America  is  the  freest— and  most  reli- 
gious—nation on  earth  because  its  people 
have  been  free  to  worship  as  they  choose 
and  to  participate  freely  in  the  nation's 
public  life. 

Americans'  religious  and  political  liberties 
are  guaranteed  by  the  Constitution.  The 
Constitution's  First  Amendment  guarantees 
religious  liberty  and  further  protects  the  in- 
dividual's freedom  of  conscience  by  prohib- 
iting an  official  establishment  of  religion. 
By  forbidding  religious  tests  for  public 
office,  the  Constitution's  Article  VI  has  al- 
lowed people  of  every  faith  and  viewpoint  to 
participate  in  the  public  arena  and  seek  and 
hold  public  office. 
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Religion  and  politics  have  traditionally 
been  entwined  in  two  ways  in  American  his- 
tory. On  one  hand,  Americans  have  always 
tried  to  be  a  moral  people  and  to  do  what 
was  Right;  religious  voices  have  always  been 
welcome  in  public  debate,  and  religious 
movements  have  spearheaded  important 
changes  like  the  abolition  of  slavery,  the  ex- 
tension of  voting  rights  to  women  and  the 
advancement  of  civil  rights  in  the  past  three 
decades.  But  on  the  other  hand,  Americans 
have  also  had  to  struggle  with  the  presence 
of  religious  intolerance— whether  in  the 
form  of  established  state  religions  in  the  Co- 
lonial period  or  in  the  form  of  unwritten 
codes  barring  Catholics  or  Jews  from  the 
presidency. 

America  has  made  great  strides  in  fighting 
religious  intolerance  over  the  decades,  par- 
ticularly in  the  election  of  the  first  Catholic 
president  in  1960.  But  religious  intolerance 
has  not  disappeared  from  the  American  po- 
litical scene;  far  from  it.  Classic  forms  of  re- 
ligious intolerance,  such  as  that  found  in 
the  extremism  of  Lyndon  LaRouche,  can 
still  be  found.  To  this  has  been  added  a  new 
form  of  religious  intolerance  practiced 
largely  by  the  Religious  Right— one  which 
says  there  is  only  one  way  for  godly  people 
to  vote;  declares  Biblical  principles  require 
adherence  to  a  narrow  set  of  political  opin- 
iorjs;  and  claims  a  divine  endorsement  for 
political  candidates. 

This  year,  PEOPLE  FOR  has  initiated  a 
new  effort  to  monitor  and  combat  religious 
intolerance  in  political  compaigning.  During 
the  first  six  months  of  1986,  a  disturbing 
number  of  instances  of  religious  intolerance 
as  well  as  instances  of  deceptive  campaign 
tactics  by  theopolitical  movements,  have  al- 
ready occurred  in  both  parties.  These  inci- 
dents range  from  the  blatant  anti-Semitism 
and  bizarre  conspiracy  theories  of  the  La- 
Rouche movement  which  operates  within 
the  Democratic  Party,  to  an  attack  on  a 
Christian  Scientist  in  a  Republican  Congres- 
sional Primary  in  Texas,  to  several  unfair 
tactics  used  by  the  Religious  Right,  includ- 
ing demands  that  political  candidates  in  sev- 
eral states  answer  questionnaires  about 
their  personal  religious  views  and  affili- 
ations, the  training  of  fundamentalist  activ- 
ists in  deceptive  political  tactics,  and  even 
prayers  for  the  death  of  political  opponents. 

So  far,  most  of  these  instances  of  religious 
intolerance  have  been  confined  to  intra- 
party  battles,  with  Republican  candidates 
bearing  the  brunt  of  these  unfair  attacks  by 
extremists  operating  within  their  party.  If 
the  experience  of  the  first  half  of  1986  is 
any  guide  to  the  general  election  season, 
then  this  year  may  see  some  of  the  most  in- 
tolerant and  deceptive  campaign  tactics  in 
recent  history. 

II.  THE  FREEDOM  COUNCIL 

The  best-known  Religious  Right  groups— 
the  Liberty  Federation  (which  includes  the 
Moral  Majority),  Christian  Voice  and  the 
American  Coalition  for  Traditional  Values- 
have  not  been  major  factors  so  far  this  year. 
But  one  less  known  organization  has  had  a 
tremendous  influence— the  Freedom  Coun- 
cil, a  tax-exempt  foundation  serving  as  the 
de  facto  campaign  organization  for  televi- 
sion evangelist  Pat  Robertson's  bid  for  the 
1988  Republican  presidential  nomination. 
The  council  has  organized  local  activity  in 
Michigan.  Iowa.  Texas,  New  Hampshire  and 
other  states. 

The  Freedom  Council  describes  itself  as: 
"a  nonprofit,  nonpartisan  Christian  organi- 
zation dedicated  to  reinforcing  the  tradi- 
tional Judeo-Christian  principles  and  values 
upon  which  the  United  States  was  founded. 
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The  council  distributes  practical  political  in- 
formation through  Bible-believing  churches 
and  a  growing  bipartisan  grassroots  net- 
work. The  council  also  maintains  informa- 
tion bureaus  in  Washington,  D.C.,  and  in 
several  state  capitals  to  give  local  people  a 
national  and  statewide  perspective." 

The  council  claims  200,000  contributors, 
40  full-time  field  workers  and  organizers  in 
at  least  41  states.  Robertson,  who  founded 
the  council  in  1981,  no  longer  has  any 
formal  connection  to  it.  but  his  actual  con- 
trol is  obvious. 

Robertsons  Christian  Broadcasting  Net- 
work contributes  $250,000  a  month  to  the 
council,  accounting  for  half  its  budget  (indi- 
cating that  the  councils  budget  is  $6  million 
a  year). 

Robertson  introduced  a  novel  fund-raising 
technique  at  a  May  16  dinner  in  Washing- 
ton. D.C.:  contributions  ranged  from  $1,000 
to  $25,000  (for  host  couples).  Because  the 
limit  on  PAC  contributions  is  $5,000,  large 
donors  gave  their  first  $5,000  to  Robertson's 
PAC,  the  Committee  for  Freedom  and  the 
rest  to  the  Freedom  Council. 

The  Freedom  Council's  original  president. 
Gen.  Jerry  Curry,  resigned  and  has  been  re- 
placed on  an  interim  basis  by  Bob  Slosser, 
president  of  CBN  University. 

In  the  first  half  of  1986.  Robertson  visited 
at  least  17  states  and  the  District  of  Colum- 
bia, making  appearances,  often  endorsing 
local  candidates,  in  California.  Connecticut. 
Florida.  Illinois.  Indiana.  Iowa.  Massachu- 
setts, Mississippi,  New  Hampshire,  New 
Mexico,  New  York,  Oklahoma,  Pennsylva- 
nia, South  Carolina,  Texas  and  Virginia. 
Many  appearances  were  in  conjunction  with 
Freedom  Council  activities. 

Robertson,  who  has  consulted  with  New 
Right  leader  Paul  Weynch  about  his  candi- 
dacy, has  drawn  heavily  on  people  with  con- 
nections to  Weyrich  to  run  the  Freedom 
Council  and  his  Committee  for  Freedom 
PAC: 

National  Field  Director  Dick  Minard  was 
Northwest  field  director  for  Weyrich  s  Com- 
mittee for  the  Survival  of  a  Free  Congress 
in  1979. 

James  Ellis,  assistant  national  director  of 
the  Freedom  Council,  is  executive  director 
of  Weyrich's  Free  Congress  Political  Action 
Committee. 

R.  Marc  Nuttle,  president  of  the  Commit- 
tee for  Freedom  PAC,  has  been  a  consultant 
to  the  Committee  for  the  Survival  of  a  Free 
Congress. 

The  Freedom  Council  has  recruited  thou- 
sands of  candidates  to  run  for  delegate  slots 
in  Michigan,  which  is  selecting  some  dele- 
gates for  the  1988  nominating  convention 
earlier  than  other  states.  The  council  also 
engineered  the  takeover  of  a  number  of 
Iowa,  Indiana,  and  Nebraska  Republican 
caucuses  and  is  gearing  up  to  operate  in 
New  Hampshire  and  Florida. 

III.  THE  RELIGIOUS  RIGHT 

Religious  Right  activity  in  the  early  part 
of  1986  represents  a  new  stage  in  the  move- 
ments  development— the  institutionaliza- 
tion of  the  Religious  Right  as  a  special  in- 
terest group  within  the  Republican  Party. 
In  the  past,  the  vast  majority  of  Religious 
Right  activity  has  come  in  support  of  Re- 
publican candidates  in  presidential  and 
high-visibility  Senate  and  House  races;  this 
year  marks  the  most  widespread  Religious 
Right  effort  yet  to  take  control  of  the  Re- 
publican Party  itself.  It  has  been  marked  by 
a  series  of  attacks  on  the  party  establish- 
ment in  Indiana.  Iowa.  Michigan.  Minneso- 
ta. North  Carolina.  Oregon.  South  Carolina 
and  Texas. 
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The  institutionalization  of  the  Religious 
Right  has  created  serious  tension  within  the 
party.  Many  fundamentalists,  buoyed  by 
what  they  see  as  their  success  in  1984.  feel 
that  the  Republican  Party  is  indebted  to 
them  and  are  trying  to  take  control  of  the 
party.  At  the  same  time,  there  has  been  an- 
other shift  in  Religious  Right  tactics.  In  the 
past,  the  movement  has  been  unusually  and 
commendably  forthright  in  its  activity;  this 
year,  however,  there  has  been  outright 
deceit. 

In  Iowa,  a  flyer  on  "How  to  Participate  in 
a  Political  Party"  circulated  anonymously 
among  fundamentalists  who  took  over  a 
number  of  Republican  county  caucuses  said 
"The  activities  of  the  church  must  not 
become  public  knowledge.  There  are  those 
who  seek  to  undermine  our  work."  Incred- 
ibly, this  flier  sought  to  justify  deceptive  po- 
litical tactics  by  citing  Biblical  passages. 

For  instance,  the  flier  advises  activists  to 
"keep  your  positions  on  issues  to  yourself," 
citing  the  New  Testament  Book  of  John, 
where  "Jesus  didn't  overwhelm  even  his  dis- 
ciples with  truth."  Similarly,  activists  are 
urged  to  "give  the  impression  that  you  are 
there  to  work  for  the  party,  not  to  push  an 
ideology."  That  advice  is  justified  by  citing 
the  Book  of  Romans,  Chapter  12.  Verse  18. 
However,  this  Biblical  passage  does  not 
make  a  virtue  out  of  duplicity  but,  instead, 
offers  this  wise  advice:  "If  possible,  so  far  as 
it  depends  upon  you,  live  peaceably  with 
all."  The  flier  also  instructs  activists  to  "Try 
not  to  let  on  that  a  close  group  of  friends 
are  becoming  active  in  the  party  together." 

The  flyer  also  says  "Hide  your  strength. 
When  you  control  a  political  party,  the  only 
times  you  want  to  show  your  strength  is 
[sic]  when  (1)  Electing  officers;  (2)  Techni- 
cally, when  voting  on  resolutions,  everyone 
votes  his  own  conscience.  ...  It  is  important 
not  to  clean  house  of  all  non-Christians.  .  .  . 
When  you  have  control  of  a  party,  it  might 
not  be  wise  to  place  our'  people  into  any 
and  every  position.  Get  the  counsel  of  wise 
Christian  politicians  when  in  doubt." 

In  addition  to  advocating  deceit,  the  flyer 
advocates  something  clearly  contrary  to  the 
spirit  of  the  First  Amendment— using  the 
political  process  to  make  religious  conver- 
sions. The  flyer  advised,  "Determine  to  win 
both  friend  and  foe  to  the  Lord.  Don't  do 
anything  that  will  harm  your  testimony." 

Another  effort  to  use  the  political  process 
to  advance  a  particular  religion  came  in 
Texas,  where  Adrian  Van  Zelfden.  leader  of 
a  group  called  the  Texas  Grassroots  Coali- 
tion PAC.  asked  candidates  in  the  5th  and 
10th  state  senate  districts  to  sign  a  "Believ- 
ers' Decree  of  Agreement."  (Slightly  differ- 
ent versions  of  the  decree  were  circulated). 
The  preamble  said:  "We.  the  citizens  of  the 
State  of  Texas,  County  of  Travis  and  City  of 
Austin,  by  the  providence  of  God.  adhering 
to  the  Christian  faith,  having  as  our  desire 
the  glory  of  God  and  the  advancement  of 
the  Kingdom  of  Our  Lord  and  Savior  Jesus 
Christ,  as  well  as  true  pubHc  liberty,  safety 
and  peace;  having  resolved  to  enter  into  a 
mutual  agreement  with  one  another,  before 
the  most  High  God,  to  uphold  the  the  fol- 
lowing truth  .  .  ." 

The  decree's  conclusion  said:  "We  further 
commit  ourselves  to  support  and  encourage 
those  elected  officers  and  candidates  who 
pledge  to  faithfully  serve  God  in  the  admin- 
istration of  their  office.  We  also  solemnly 
warn  that  violation  of  such  a  sacred  tri^t 
invites  the  judgment  of  God  not  only  upon 
elect  rulers,  but  also  the  communities  which 
they  represent  and  serve." 
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A  flyer  distributed  anonymously  in  Re- 
publican caucuses  in  Minnesota  said  "Expe- 
rience has  shown  that  it  is  best  not  to  say 
you  are  entering  politics  because  of  Chris- 
tian beliefs  on  life  issues.  It  is  better  to  say 
you  favor  the  Republican  Platform  (it  is 
pro-life)  and  support  President  Reagan.  You 
will  probably  be  asked  outright  if  you  are 
pro-life  or  pro-choice.  Answer  truthfully,  of 
course.  If  the  people  asking  this  informa- 
tion are  pro-choice,  you  can  put  them  in  a 
bad  light  by  adding— I  am  pro-life,  but  that 
is  not  the  only  issue." 


EXTENSIONS  OF  REMARKS 

Religious  Right  activists  have  also  distrib- 
uted a  number  of  candidate  questionnaires 
which  clearly  impose  a  religious  test  for 
office.  In  the  8th  District  of  Indiana,  the 
Rev.  Donald  Brooks  of  a  fundamentalist 
group  called  The  Agora  .sent  local  and  con- 
gressional candidates  a  questionnaire  which 
included  these  questions:  "If  a  regular 
church  attender,  how  many  times  each 
month  are  you  in  attendance  for  a  regular 
church  service?";  "What  is  the  name  of  your 
church  and  pastor?":  "Have  you  been  or  are 
you  now  a  member  of  any  group  considered 
subversive,  anti-God  or  anti-American?";  "In 
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your  opinion,  is  the  Bible:  (1.  A  good  book/ 
2.  A  collection  of  religious  writings;  3.  Liter- 
al, inerrant  Word  of  God?". 

In  North  Carolina,  a  group  called  Stu- 
dents for  Better  Government  asked  these 
questions  of  candidates  in  Cabarrus  County: 
"Can  you  honestly  say  that  you  have  a  per- 
sonal relationship  with  Jesus  Christ?  How 
well  do  you  know  him?"  and  "If  you  an- 
swered yes  .  .  .  would  you,  if  elected,  seek 
God's  guidance  for  your  decisions?  If  no, 
how  would  you  determine  your  answers  and 
solutions?" 
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The  Senate  met  at  9:30  a.m.,  on  the 
expiration  of  the  recess,  and  was 
called  to  order  by  the  President  pro 
tempore  [Mr.  Thurmond]. 

The  PRESIDENT  pro  tempore.  The 
prayer  today  will  be  offered  by  the 
Reverend  Dr.  John  H.  Alexander,  min- 
ister, the  Congregational  Church  of 
Sun  City,  Sun  City,  AZ.  Dr.  Alexander 
is  sponsored  by  Senator  Kasten  and 
cosponsored  by  Senator  Goldwater. 


PRAYER 

The  Reverend  Dr.  John  H.  Alexan- 
der, minister.  Congregational  Church 
of  Sun  City,  Sim  City,  AZ,  offered  the 
following  prayer: 

Let  us  pray. 

Eternal  and  Almighty  God,  no 
{>erson  has  seen  You  at  any  time,  but 
Your  love  and  power  is  felt  by  every 
one  who  places  trust  in  You.  We  pause 
to  renew  In  Your  care  the  Members  of 
this  Senate  of  the  United  States. 

After  a  long  day  yesterday,  and  very 
few  hours  of  rest  and  refreshment, 
they  return  to  this  historic  Chamber, 
to  100  offices  and  to  committee  rooms 
about  these  Halls  of  Government. 

Many  concerns  are  being  pressed 
upon  them,  some  mundane,  others 
self-serving,  some  old,  some  new,  and 
still  others  of  significant  import  to  the 
responsibilities  to  which  they  have 
been  elected. 

Whatever  may  claim  their  attention 
today,  social  or  economic  challenges, 
national  or  international  issues,  re- 
election concerns,  protect  the  Senators 
from  wasting  their  energies  in  trivial 
pursuits.  Empower  them  to  be  their 
best  and  to  give  creative  thought  to 
what  is  crucial  to  the  strength  and 
well-being  of  our  country. 

May  they  have  the  wisdom  and  the 
strength  to  complete  the  agenda  that 
is  ahead  of  them  in  these  critical  days. 

Prom  the  time  of  its  birth,  the  lead- 
ers of  this  Nation  have  placed  their 
trust  in  You  for  guidance  and  inspira- 
tion. Let  it  be  so  for  the  men  and 
women  of  the  Senate  today.  May  what 
they  do  be  good  in  Your  sight,  and  in 
the  best  interests  of  the  millions  of 
people  here  and  everywhere  who  will 
be  affected  by  their  actions.  We  offer 
this  prayer  with  continuing  trust  in 
Your  power  and  presence.  Amen. 


RECOGNITION  OF  THE 
MAJORITY  LEADER 

The  PRESIDENT  pro  tempore.  The 
able  and  distinguished  majority 
leader,  Senator  Robert  Dole,  of 
Kansas,  is  recognized. 

Mr.  DOLE.  Mr.  President,  I  thank 
the   distinguished   Presiding    Officer, 


the  distinguished  Senator  from  South 
Carolina,  Senator  Thurmond.  If  there 
is  no  objection,  I  would  like  to  yield  2 
minutes  of  my  leader  time  at  this 
point  to  the  distinguished  Senator 
from  Wisconsin,  Senator  Kasten. 

Mr.  KASTEN.  I  thank  the  majority 
leader. 


A  TRIBUTE  TO  GUEST  CHAPLAIN 
DR.  JOHN  H.  ALEXANDER 

Mr.  KASTEN.  Mr.  President,  it  is  a 
pleasure  to  welcome  the  Reverend  Dr. 
John  H.  Alexander  of  the  Congrega- 
tional Church  of  Sun  City,  AZ,  as 
guest  chaplain  to  the  Senate  this 
morning. 

Dr.  Alexander  is  a  respected  national 
and  international  leader  in  the  Con- 
gregational faith.  His  participation  as 
guest  chaplain  today  is  especially  sig- 
nificant for  me  because  of  the  close 
ties  of  Congregationalism,  and  Dr.  Al- 
exander, to  my  home  State  of  Wiscon- 
sin. 

And,  it  is  meaningful  to  this  body  be- 
cause the  Congregational  faith  is  his- 
torically entwined  with  the  birth  of 
the  American  Nation  and  our  demo- 
cratic form  of  government. 

Mr.  President,  the  Congregational- 
ists  came  to  America  on  the  Mayflower 
in  1620.  The  Pilgrim  fathers,  who  fled 
the  religious  persecution  of  the 
Church  of  England  to  plant  the  seeds 
of  free  religious  fellowship  in  America, 
were  among  the  religious,  intellectual, 
and  political  leaders  of  Colonial  Amer- 
ica. The  Mayflower  Compact,  signed 
by  the  Pilgrims  as  they  embarked  on 
the  creation  of  a  free  society  in  Plym- 
outh colony,  was  the  first  expression 
of    democratic    principles    governing 

both  church  and  state. 

And  Congregationalists  were  among 
the  Founding  Fathers  of  the  new 
United  States.  John  Adams,  Samuel 
Adams,  and  John  Hancock  all  were 
Congregationalists.  Participants  in  the 
Boston  Tea  Party  gathered  at  Old 
South  Congregational  Church. 
Thomas  Hooker,  author  of  the  Con- 
necticut Constitution,  from  which  the 
U.S.  Constitution  derived  much  of  its 
structure,  was  a  Congregationalist.  So 
too  were  President  Calvin  Coolidge, 
abolitionist  author  Harriet  Beecher 
Stowe,  and  Catherine  Lee  Bates,  who 
wrote  "America  the  Beautiful." 

Congregationalism  has  had  great 
impact  on  American  education.  Believ- 
ing in  the  strength  of  an  educated 
laity,  the  early  Congregationalists  es- 
tablished in  America  the  first  Simday 
schools,  public  schools,  and  universi- 
ties, including  Harvard  and  Dart- 
mouth. Congregationalists  founded 
two  of  the  finest  higher  education  in- 


stitutions in  my  home  State  of  Wis- 
consin, Beloit  College  in  1846,  and 
Ripon  College  in  1851. 

According  to  Dr.  Alexander,  Congre- 
gationalism believes  in  the  autonomy 
of  the  local  church  and  that  each 
person  has  the  right  to  interpret  the 
Scripture  and  apply  its  teachings  for 
himself.  The  Congregational  Way- 
faith,  freedom,  and  fellowship— is 
based  on  the  importance  of  the  indi- 
vidual conscience  before  God. 

Mr.  President,  Dr.  Alexander  has 
been  a  lifelong  prsictitioner  of  the 
Congregational  ideal  of  individual 
freedom  and  responsibility. 

A  native  of  Boston,  who  was  bom 
and  reared  some  50  miles  from  Plym- 
outh Rock,  he  was  educated  at  Bow- 
doin  College  in  Brunswick,  ME,  and  at 
Bangor  [ME]  Theological  Seminary. 
He  was  ordained  in  1948  and  has 
served  churches  in  Winthrop,  ME; 
Galewood,  IL;  Wauwatosa,  WI;  Mar- 
shalltown,  LA;  and  Sim  City,  AZ, 
which  he  founded  in  1976.  He  was 
awarded  the  honorary  degree  of 
doctor  of  divinity  by  Piedmont  Col- 
lege, Demorest,  GA,  in  1970. 

In  addition  to  pastoral  ministry.  Dr. 
Alexander  has  been  a  leader  in  the  na- 
tional politics  of  preserving  the  tradi- 
tional Congregational  faith. 

The  denomination,  which  once  to- 
taled some  6,000  churches  nationwide, 
was  shaken  in  the  1950's  by  the 
merger  of  several  denominations  into 
the  United  Church  of  Christ.  Dr.  Alex- 
ander was  one  of  a  handful  of  intellec- 
tual religious  leaders  who  in  1955 
formed  a  voluntary  association  of  Con- 
gregational churches  that  did  not  wish 
to  yield  their  local  autonomy  to  the 
United  Church  of  Christ  national  hier- 
archy. 

Dr.  Alexander  was  the  first  modera- 
tor of  the  National  Association  of  Con- 
gregational Christian  Churches,  which 
today  has  the  voluntary  membership 
of  some  425  churches,  including 
churches  in  29  Wisconsin  communi- 
ties. He  served  as  the  National  Asso- 
ciation's associate  executive  for  mis- 
sions from  1967  to  1969  and  as  its  exec- 
utive secretary  from  1969  to  1976. 
During  his  tenure,  the  association 
built  its  national  headquarters  in  OtJs 
Creek,  WI. 

Dr.  Alexander  also  has  been  a  lead- 
ing voice  in  the  international  Congre- 
gational movement,  organizing  and 
serving  as  the  cochairman  of  the  first 
International  Congregational  Fellow- 
ship held  in  London,  England,  in  1977. 
His  devotion  to  expanding  the  concept 
of  religious  freedom  has  taken  him 
and  his  wife  of  43  years.  Donna,  on 
many    overseas    journeys,    including 


•  This  "bullet"  symbol  identifies  statements  or  insertions  which  are  not  spoken  by  the  Member  on  the  floor. 
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leading  the  Youth  Pilgrimage  to 
Greece  in  1964  to  build  a  dining  hall 
for  the  Greek  Evangelical  Churches 
near  Alexandroupolis,  Greece. 

Dr.  Alexander's  ties  to  Wisconsin  are 
strong.  In  addition  to  bringing  the  Na- 
tional Association  to  Oak  Creek,  he 
served  as  associate  minister  of  the 
First  Congregational  Church  in 
Wauwatosa  from  1956  to  1962.  direct- 
ing a  major  building  project.  In  the 
early  1960's,  he  founded  the  Wisconsin 
Congregational  Association,  a  fellow- 
ship of  continuing  Congregational 
churches  throughout  the  State. 

Mr.  President,  this  autumn  marks  a 
passing  of  seasons  for  Dr.  Alexander. 
After  a  lifetime  of  ministry  and  self- 
less service  to  the  Congregational 
faith,  he  will  retire  this  November. 

I  am  delighted  that  Dr.  Alexander 
could  join  us  today  as  guest  chaplain, 
and  I  know  that  all  who  have  been  in- 
spired by  his  religious  scholarship  and 
his  Christian  caring  join  me  in  wishing 
Dr.  and  Mrs.  Alexander  a  healthy  and 
spiritually  fulfilling  life  in  the  years  to 
come. 

Mr.  DOLE.  Mr.  President,  let  me 
also  yield  to  the  distinguished  senior 
Senator  from  Wisconsin. 

Mr.  PROXMIRE.  Mr.  President,  I 
want  to  congratulate  the  distinguished 
minister  who  led  us  in  prayer  this 
morning.  Dr.  Alexander.  It  was  in  the 
same  great  tradition  of  Chaplain  Hal- 
verson.  It  was  a  relevant  prayer,  not 
just  a  general  prayer.  He  appealed  to 
the  U.S.  Senate  to  do  our  very  best 
and  to  be  our  best.  I  cannot  tell  him 
what  pride  I  have  in  the  fact  that, 
first,  he  is  a  Congregationalist;  second, 
he  is  from  Wisconsin;  third,  he  is  a 
fine  minister;  and  fourth,  he  is  in  the 
fine  tradition  of  Chaplain  Halverson. 

Mr.  DOLE.  I  thank  both  my  col- 
leagues. 


SCHEDULE 


Mr.  DOLE.  Mr.  President,  we  hope 
to  complete  action  on  the  highway  bill 
by  noon  today,  if  we  can  reach  some 
agreement  on  certain  antiapartheid 
language;  then  take  up  the  intelli- 
gence authorization  bill;  the  commodi- 
ty futures  trading  bill;  and  FIFRA 
[Federal  Insecticide,  Fungicide,  Ro- 
denticide  Act],  so  we  will  have  votes 
throughout  the  day.  If  we  can  reach 
agreement  there  maybe  other  matters 
we  could  bring  up.  But  this  is  one  of 
the  last,  if  not  the  last,  days  to  resolve 
any  legislative  issues  where  we  are 
going  to  take  a  couple  of  hours  of 
debate.  I  think  from  here  on.  unless 
something  happens  that  we  do  not 
forsee,  unless  there  is  some  unani- 
mous-consent agreement  or  almost 
unanimous  consent,  we  are  probably 
not  going  to  be  able  to  accommodate 
Members  on  either  side.  I  really  be- 
lieve we  can  reach  to  October  3  dead- 
line. We  still  have  the  continuing  reso- 
lution, which  I  am  advised  we  will  try 


to  bring  up  next  Monday.  We  have  tax 
reform.  We  have  reconciliation.  We 
have  drug  enforcement  legislation.  We 
have,  hopefully,  Superfund.  So  there 
are  a  number  of  bills.  We  still  have  the 
product  liability  matter  to  dispose  of. 
Some  would  still  hope  that  there  will 
be  trade  legislation  this  year.  I  think 
those  chances  are  very  unlikely 

TIME  TO  ACT  ON  THE  DANILOFF  RESOLUTION 

I  also  hope  we  can  dispose  of  the 
Daniloff  resolution  and  the  intelli- 
gence authorization  bill.  I  know  Sena- 
tors Humphrey  and  Moynihan  feel 
strongly  about  the  Daniloff  resolution. 
There  are  other  Members  who  feel 
just  as  strongly  but  are  not  particular- 
ly pleased  with  the  modified  version  of 
the  Daniloff  resolution.  They  feel  it 
needs  to  be  touched  up.  It  seems  to  me 
everything  ought  to  be  on  hold  with 
the  Soviet  Union  unless  there  is  some 
resolution  of  the  Daniloff  case,  wheth- 
er it  is  conversations  about  arms  con- 
trol, whether  it  is  negotiations  or 
whatever  with  reference  to  the  unrati- 
fied SALT  II  agreement,  whether  it  is 
sales  of  any  commodities,  including 
grain  to  the  Soviet  Union.  All  of  that 
ought  to  be  on  hold  until  we  have  re- 
solved the  Daniloff  case. 

It  is  time  to  act  on  the  Daniloff  reso- 
lution. I  hope  there  can  be  some  agree- 
ment on  what  the  resolution  will  con- 
tain. I  think  we  ought  to  have  an  up- 
or-down  vote  on  it.  We  ought  to  indi- 
cate to  the  Soviets  that  we  mean  busi- 
ness. 

There  are  some  press  reports  today 
that  there  may  be  some  movement  on 
the  Daniloff  case.  I  have  some  concern 
about  what  I  have  read  but  I  do  not 
want  to  comment  in  detail  until  we 
have  more  facts.  But  one  thing  is 
clear.  Daniloff  himself  is  still  sitting 
under  virtual  house  arrest  in  Moscow 
with  a  sharp  sword  dangling  over  his 
head  and  our  whole  relationship  with 
Moscow  is  pretty  much  dead  in  the 
water,  as  it  should  be,  until  Daniloff,  if 
given  unconditional  permission  to 
depart  the  Soviet  Union. 

All  of  us  are  pretty  fed  up  with  the 
games  Moscow  is  playing.  We  want  to 
say  so  in  a  way  that  is  so  loud  and 
clear  that  the  message  will  penetrate 
even  those  thick  walls  around  the 
Kremlin.  The  resolution  we  put  in  last 
Friday  does  the  job. 

Now.  it  has  been  modified  since 
then.  Some  do  not  believe  it  has 
nearly  the  punch  it  had  last  Friday,  so 
I  think  we  need  to  take  a  look  at  that 
and  make  certain  it  does  send  a  mes- 
sage. 

It  is  not  just  tough  talk.  It  endorses 
tough  action.  It  doesn't  just  take  one, 
or  another,  little  aspect  of  our  rela- 
tionship and  say  to  the  Russians: 
"Unless  you  clean  up  your  act,  you're 
going  to  lose  this  program,  or  this  ben- 
efit." It  sends  the  kind  of  across-the- 
board  message  that  is  essential  when 
you  are  dealing  with  a  matter  so  fun- 
damental, and  so  damaging  to  our  re- 


lations with  Moscow,  as  the  unjust 
arrest  and  indictment  of  an  American 
citizen.  It  says  to  Gorbachev  and  his 
cronies:  "No  more  business  as  usual— 
in  fact,  no  more  business,  period— until 
Daniloff  is  free." 

The  principle  is  that  important  to 
us.  The  life  and  freedom  of  one  Ameri- 
can is  that  important  to  us.  And  the 
Soviets  better  understand  that,  if  we 
are  ever  going  to  deal  successfully 
with  them  on  any  major  issue. 

So  let  us  get  to  this  resolution.  Let 
us  not  water  it  down  in  any  way.  or 
pull  our  punches.  Let  us  vote  on  the 
resolution  in  its  original  form.  And  let 
us  vote  for  it.  overwhelmingly. 

INTELXIGENCE  AUTHORIZATION  BILL 

The  second  matter  I  want  to  touch 
on,  more  briefly,  is  the  intelligence  au- 
thorization bill.  It  is  my  understanding 
that  we  have  come  very  close  to  reach- 
ing a  good  agreement  here  within  the 
Senate  on  this  bill,  on  which  the  Intel- 
ligence Committee  has  worked  hard. 
The  chairman  has  been  working  close- 
ly with  Senator  Helms  over  the  past 
several  days,  to  work  out  some  con- 
cerns that  Senator  Helms  had  on  the 
bill.  It  is  my  understanding  that  they 
have  succeeded  in  fashioning  some 
language,  mostly  in  the  bill's  report, 
and  a  method  of  workingout  one 
amendment  of  concern  to  Senator 
Helms,  That  will  hopefully  allow  us  to 
move  on  this  bill  this  afternoon. 

I  know  that  both  Senator  Duren- 
BERGER  and  Senator  Helms  intend  to 
speak  to  Director  Casey  today,  to 
insure  that  any  concerns  he  has  can  be 
addressed  in  a  way  that  will  meet  ev- 
eryone's needs.  I  hope  that  any  differ- 
ences which  do  exist  now  can  be  speed- 
ily resolved,  so  that  we  can  move  this 
legislation,  which  is  so  important,  not 
only  to  the  "CIA."  but  to  all  the  ele- 
ments of  the  intelligence  community— 
and.  in  fact,  to  our  national  security. 

SOUTH  AFRICA  ON  HIGHWAYS  BILL 

Finally,  there  is  the  matter  of  the 
South  Africa  provision  now  on  the 
highways  bill.  It  seems  almost  self-evi- 
dent, at  least  to  me.  that  a  highways 
bill  is  not  the  place  to  deal  with  South 
Africa.  As  everyone  here— and.  I  guess, 
virtually  everyone  in  the  country- 
knows  very  well,  we've  already  passed 
a  South  African  bill,  and  we  may  be 
dealing  with  it  again  soon. 

What  I  hope  all  Senators  will  keep 
in  mind,  also,  is  that  in  passing  the 
South  Africa  bill,  we  dealt  with  the 
very  provision  which  how  appears  in 
the  highways  bill.  We  dealt  with  it  by 
taking  a  vote  on  it.  and  voting  it  down. 
We  decided  that  it  was  not  a  good  ad- 
dition to  the  South  Africa  bill.  In  light 
of  that  action,  it  is  hard  to  see  how  it 
could  be  considered  a  good  addition  to 
a  highway  bill. 

I  know  that  Senator  Wallop,  who 
joins  me.  and  I  think  many  others,  in 
strongly  opposing  this  provision  in  the 
highways  bill,  will  be  talking  to  Sena- 
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tor  MoYNiHAN,  who  supports  it,  to  see 
if  there  is  not  some  way  to  put  South 
Africa  back  where  it  belongs— on 
South  Africa  legislation,  or  at  least  on 
some  vehicle  that  is  not  so  totally  un- 
related to  foreign  policy  as  this  one  is. 


REMEMBERING  THE  UKRAINIAN 
FAMINE— THE  "HARVEST  OP 
DESPAIR" 

Mr.  E>OLE.  Mr.  President,  there  has 
been  a  lot  of  hype  lately  over  the  nev/ 
fall  series  of  network  television  shows. 
I  am  not  a  TV  critic,  but  I  can  tell  my 
colleagues  that  there  is  a  program  well 
worth  watching  on  public  television 
this  evening.  It's  a  documentary  enti- 
tled "Harvest  of  Despair,"  a  chilling 
account  of  one  of  the  darkest  episodes 
in  human  history:  the  deliberate  star- 
vation of  millions  of  Ukrainians  by 
Soviet  boss  Josef  Stalin. 

CALCTTUTED  ACT  OP  REVENGE 

In  1932  and  1933,  the  breadbasket  of 
the  Soviet  Union  was  stripped  of  its 
golden  harvest  of  wheat,  to  be  re- 
placed with  a  harvest  of  despair.  The 
precious  Ukrainian  grain  was  taken 
from  their  farms;  taken  from  their 
iiands;  and  taken  from  their  mouths. 
As  a  result,  men,  women,  and  chil- 
dren—hardworking and  proud— were 
left  to  die  unspeakable  deaths.  It  was  a 
calculated  act  of  revenge  by  the  Krem- 
lin, designed  to  cnish  not  only  the  will 
of  the  fiercely  independent  Ukraini- 
ans, but  also  to  eradicate  their  very 
being  from  Communist  Russia. 

What  followed  was  a  holocaust.  Ac- 
cording to  scholars  who  have  investi- 
gated this  tragedy,  as  many  as  5  or  6 
million  Ukrainians  perished  in  the 
harvest  of  despair.  It  is  almost  un- 
imaginable that  such  an  atrocity  could 
be  so  coldly  and  willingly  carried  out. 
But  it  was.  And  sadly  enough,  the  full 
story  was  slow  to  reach  the  front 
pages  of  America's  newspapers— and 
that  is  still  the  case,  even  to  this  day. 

GETTING  THE  STORY  OUT— AT  LAST 

Mr.  President,  the  documentary 
"Harvest  of  Despair"  was  produced  in 
1983  by  a  Canadian  group  for  the  50th 
anniversary  of  this  sad  moment  in  his- 
tory. Unfortimately,  it  has  taken  3 
long  years  to  put  this  award-wiiming 
film  on  American  television.  All  I  can 
say  is  "Why?" 

So  let  me  salute  all  the  people  who 
have  worked  long  and  hard  to  cut 
through  the  redtape— and  the  politics 
of  public  television— to  finally  bring 
this  shocking  tale  to  our  TV  screens.  I 
ask  unanimous  consent  that  four  arti- 
cles telling  the  story  behind  the  story 
of  "Harvest  of  Despair"  be  included  in 
the  Record. 

There  being  no  objection,  the  arti- 
cles were  ordered  to  be  printed  in  the 
Recoro,  as  follows: 

Cultivated  Starvation 
(By  William  P.  Buckley,  Jr.) 

Twenty  Questions  time  .  .  . 


It  happened  In  1932-1933  and  there  were 
approximately  10  million  victims. 

Russia?  Well,  sort  of:  the  Ukraine. 

Of  starvation. 

No.  not  drought:  cultivated  starvation. 
You  know,  where  there  is  actually  food,  but 
the  people  one  intends  to  starve  aren't  per- 
mitted to  move  to  where  the  food  is,  and  the 
food  is  not  permitted  to  be  moved  to  where 
the  people  who  are  supposed  to  starve  are. 

Well,  the  implied  questions  and  the  ex- 
plicit answers  give  it  away,  but  giving  it 
away  is  precisely  the  problem.  Not  many 
people  know  that  between  1932  and  1933. 
Josef  Stalin  decided  to  crush  the  people  of 
the  Ukraine.  The  neatest  way  to  effect  this 
was  to  starve  them  to  death.  This  was  done 
by  going  in  and  removing  the  wheat— not  an 
easy  project.  It's  something  like  going  into 
Iowa  and  removing  all  the  wheat,  and  then 
moving  in  a  division  or  two  whose  responsi- 
bility is  to  keep  the  borders,  in  this  case  the 
borders  of  the  Ukraine  (which  by  the  way  is 
the  largest  state  in  Europe,  incorporated  by 
force  into  the  Union  of  Soviet  Socialist  Re- 
publics), locked  tight  in  order  to  prevent 
people  from  moving  out  or  food  from  get- 
ting in. 

A  good  year  for  old  Joe.  He  managed  in 
that  one  episode  to  kill  more  people  than 
Hitler  killed  in  his  slaughterhouses.  In  fact, 
he  killed  more  people  than  were  killed  on 
all  the  battlefronts  of  World  War  I,  up  until 
then  the  heaviest  hitter  of  any  war  in  histo- 
ry. 

Comes  now  the  story  of  a  small  Canadian 
company  that  resolved  to  commemorate 
this  spectacular  act  of  genocide,  on  its  50th 
anniversary.  That  was  1983,  when  "Harvest 
of  Despair"  was  produced.  Initiatives  were 
instantly  taken  to  sell  the  one-hour  docu- 
mentary to  the  networks,  but  neither  CBS 
nor  NBC  nor  ABC  was  Interested,  notwith- 
standing that  the  documentary  was  winning 
prizes  abroad. 

And  here,  we  pause  in  our  narrative, 
having  just  viewed  the  documentary:  It  is 
not  pleasant  viewing.  A  camera  can  show 
the  emaciated  corpses  of  children  for  only 
so  long  before  causing  the  viewer  to  feel  a 
certain  itch,  not  entirely  unlike  the  kind  of 
itch  one  feels  inspecting,  oh,  the  torture 
room  at  the  Chateau  at  Chinon,  or  the  col- 
lection in  Leningrad  at  the  Museum  of  the 
History  of  Religion  and  Atheism— a  collec- 
tion of  torture  instruments  used  during  the 
Inquisition,  and  serving,  one  supposes,  as 
prototypes  for  use  in  the  Lubyanka  and 
throughout  the  Gulag. 

But  one  views  such  things— for  instance, 
long  accounts  of  life  in  Hitler's  elimination 
centers— not  for  treasure  but  for  instruc- 
tion. And  it  was  the  naive  assumption  of  the 
producers  of  "Harvest  of  Despair"  that 
there  would  be  a  lively  interest  in  the  West 
in  seeing  the  evidence  of  one  of  the  most 
spectacular  acts  of  human  cruelty  in  histo- 
ry. Moreover,  not  something  entirely  irrele- 
vant to  a  continuing  understanding  of  the 
Soviet  Union  and  its  policies.  Why  is  that? 
Because  official  Soviet  history  simply  denies 
that  the  famine  ever  took  place— denies  it 
quite  categorically. 

When  Prime  Minister  Brian  Mulroney  of 
Canada  made  a  pious  reference  to  the 
Ukrainian  famine  on  its  50th  anniversary, 
he  received  a  tongue-lashing  from  the 
Soviet  ambassador— an  official  protest,  as 
though  a  reference  to  the  Ukrainian  massa- 
cre was  on  the  order  of  a  reference  to  the 
I»rotocols  of  the  Elders  of  Zion— a  forgery. 

Mikhail  Gorbachev,  profiled  a  season  ago 
by  Time  magazine,  is  thus  referred  to:  "Gor- 
bachev looks  well  tanned,  just  a  bit  ruddy  in 


the  cheek.  ...  He  laughs  easily.  .  .  .  [His 
eyes]  are  an  intense,  dark  brown.  .  .  .  The 
voice  is  extraordinary,  deep  but  also  quite 
soft  .  .  .  low  and  melodious."  He  voiced  his 
concern  to  Time  over  the  "hundreds  of  mil- 
lions of  people  going  hungry.  .  .  .  We,  all  of 
us,  just  have  no  right  to  ignore  the  situa- 
tion." 

Well,  planned  starvation  isn't  only  a  his- 
torical memory.  It  tias  been  going  on  in 
Ethiopia  on  a  pretty  grand  scale,  and  Ethio- 
pia is  for  all  intents  and  purposes  a  satellite 
state  of  the  Soviet  Union.  Gorbachev  can't 
begin  to  fight  hunger  by  encouraging  star- 
vation. And  if  he  is  against  ignoring  hunger, 
then  he  should  be  against  ignoring  the 
hunger  and  starvation  effected  by  the  prin- 
cipal figure  in  the  development  of  the 
Soviet  state.  Papa  Stalin.  A  continuing  fail- 
ure by  the  Soviet  state  to  acknowledge  the 
atrocity  of  1932-1933  is.  in  effect,  a  continu- 
ing ratification  of  that  atrocity. 

The  documentary  will  be  shown  on  net- 
work by  PBS  on  Sept.  24.  and  there  is  no 
way  to  avoid  mentioning  that  it  will  be 
shown  as  a  part  of  a  two-hour  "Firing  Line" 
program,  of  which  I  act  as  the  host.  I  can't 
really  recommend  that  you  watch  it.  for  rea- 
sons listed  above.  But  it  is  very  important 
that  you  not  forget  that  harvest  of  despair, 
that  it  live  in  the  memory— like  the  Nazi 
Holocaust— as  evidence  of  man's  long  bestial 
reach  in  our  time. 

[Prom  the  Washington  Times] 

PBS'  Poot-Draccing  on  "Harvest"  Raises  a 
Crop  op  Questions 

(By  Don  Kowet) 

On  Sept.  24.  the  Public  Broadcasting 
System  will  distribute  to  its  stations  a  two- 
hour,  special  prime-time  edition  of  William 
P.  Buckley.  Jr.s  "Pirlng  Line." 

For  the  first  time,  a  national  U.S.  audi- 
ence will  be  able  to  see  a  film  completed  in 
1983  about  the  1932-33  Soviet-made  famine 
in  the  Ukraine. 

"Harvest  of  Despair "  signals  a  pause  in 
the  PBS-made  famine  of  documentaries 
that  dare  to  criticize  the  Soviet  Union.  But 
for  people  associated  with  the  production, 
this  "Harvest"  has  been  a  bitter  one. 

They  want  to  know  why  a  film  that 
became  an  Academy  Award  nominee  and 
was  based  largely  on  research  at  Harvard 
University  warrants  a  one-hour  wraparound 
featuring  a  debate  over  the  "facts." 

They  are  also  asking: 

Why  is  The  Nation's  leftist  Washington 
correspondent  Christopher  Hitchens  among 
the  trio  of  proposed  panelists? 

Why  has  their  broadcast  been  branded 
with  a  for-conservatives-only  warning— the 
"Firing  Line"  label— while  PBS'  12-hour, 
Soviet-sanctified  ""Comrades"  carries  no 
such  skull  and  crossbones? 

•"It's  a  disgrace, '"  said  a  Corporation  for 
Public  Broadcasting  official  who  asked  not 
to  be  identified."  one  more  example  of  the 
hyp<x;risy  in  the  system." 

Critics  believe  that  the  many  questions 
about  PBS'  treatment  of  this  program  have 
a  single  answer.  TYie  broadcast  blasphemes 
PBS  orthodoxy  by  desecrating  a  pair  of 
sacred  totems. 

'"Harvest  of  Despair"  not  only  focuses  on 
the  taboo  topic  of  purposeful  Soviet  geno- 
cide, it  accuses  The  New  York  Times,  and  by 
proxy  the  entire  American  liberal  press,  of 
deliberately  covering  up  the  crime. 

The  crime  was  committed  by  the  Soviet 
state  in  collusion  with  Josef  Stalin,  who  cre- 
ated a  famine  by  confiscating  the  entire 
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grain    harvest    of    the    Ukraine.    Europe's 
"breadbasket. " 

The  Soviets  sealed  off  the  Ukraine.  People 
who  tried  to  enter  the  adjacent  Russian 
Soviet  Federated  Republic,  where  there  was 
no  famine,  were  turned  back  at  the  border. 

The  Ukraine  became  a  vast  death  camp 
filled  with  the  bloated  bodies  of  nearly  one- 
quarter  of  the  population,  the  documentary 
argues.  Based  on  a  three-year  research 
project— headed  by  Hoover  Institution  So- 
vietologist Robert  Conquest— at  Harvard's 
Ukrainian  Research  Institute,  the  documen- 
tary persuasively  argues  that  the  famine 
was  Intentional,  devised  by  the  Soviet 
regime  to  starve  out  the  Ukraine's  stubborn 
spirit  of  nationalism. 

This  thesis  challenges  the  wisdom  of 
Soviet  apologists,  who  since  the  1930s  have 
been  dismissing  the  famine  as  an  inevitable 
side  effect  of  "collectivization"  or  the 
random  result  of  bureaucratic  bungling. 

"To  put  it  brutally. "  wrote  The  New  York 
Times'  Moscow  correspondent  Walter  Dur- 
anty.  "you  can't  make  an  omelet  without 
breaking  eggs." 

Now.  courtesy  of  "Harvest  of  Despair."  ob- 
servers are  asking  if  the  egg  that  may  be 
cracking  is  the  Pulitzer  Prize-winning  Mr. 
Duranty's  posthumous  reputation,  and  per- 
haps The  New  York  Times'  legend  as  the 
newspaper  of  record. 

Mr.  Duranty  consistently  denied  in  his  dis- 
patches that  a  "famine"  existed,  even  after 
an  excursion  into  the  Ukraine. 

But  while  publicly  scoffing  at  reports  of 
starving  millions,  documents  reveal,  private- 
ly he  was  confirming  that  "the  population 
of  the  Ukraine  [has  decreased]  by  4  to  5  mil- 
lion .  .  .  and  that  as  many  as  10  million  may 
have  died  directly  or  indirectly  from  a  lack 
of  food  in  the  Soviet  Union  during  the  past 
year. " 

The  documentary— produced  in  Canada 
with  financial  assistance  from  that  coun- 
try's national  film  board— was  released  in 
1984  sind  aired  on  Canaidian  national  televi- 
sion. Its  American  representatives  from  the 
Harvard  University  Ukrainian  Studies  Fund, 
a  private  organization  associated  with  the 
university's  Ukrainian  Research  Institute, 
were  eager  for  exposure  on  American  televi- 
sion, and  expected  a  warm  welcome. 

Not  only  did  their  broadcast  document  an 
untold  holocaust,  its  message  rang  with  a 
contemporary  echo.  The  Soviets  were  being 
accused  of  using  the  same  starvation  tactics 
in  Afghanistan,  and  their  disciples  of  using 
the  same  strategy  in  Cambodia  and  Ethio- 
pia. 

"We  wrote  to  all  three  commercial  net- 
works." said  Ukrainian  Studies  Fund  board 
member  Peter  Paluch.  None  of  them  re- 
sponded. 

•'We  began  to  focus  more  and  more  on 
PBS,"  said  Mr.  Paluch. 

Mr.  Paluch  and  his  colleagues  approached 
"Frontline"  and  "MacNeil-Lehrer  News- 
Hour." 

No  response. 

Mr.  Paluch  began  submitting  his  review 
cassettes  to  individual  public  television  sta- 
tions, including  WNET  in  New  York. 

Peter  Foges,  at  that  time  director  of 
WNET's  public-affairs  programming,  re- 
portedly rejected  the  film  because  it  was 
"technically  deficient"  and  "of  dubious 
quality"  and  failed  to  meet  PBS'  "produc- 
tion standards."  When  asked  for  specifics, 
Mr.  Paluch  recalled.  Mr.  Foges  responded 
that  "the  sound  of  hoofl>eats  should  have 
been  dubbed  into  a  still  scene  showing 
human  corpses  being  carted  away."  (The 
hoofbeats  had,  indeed,  been  dubbed.) 


Then  this  "technically  deficient"  docu- 
mentary began  garnering  first-place  prizes 
in  film  festivals.  Within  a  year,  this  film  ""of 
dubious  quality"  had  earned  an  Academy 
Award  nomination. 

"Harvest's"  ever-more  crowded  trophy 
case  meant  increased  pressure  on  PBS  sta- 
tions to  air  the  program. 

'"They  couldn't  keep  talking  about  lousy 
production  values  after  the  show  started 
winning  all  these  awards, "  said  the  CPB 
source. 

Critics  contended  PBS  stations  needed  a 
new  excuse,  and  that  Miami  station  WPBT's 
was  typical. 

In  rejecting  the  broadcast,  WPBT's  direc- 
tor of  progrsun  acquisition  wrote  that  al- 
though she  found  the  documentary  "inter- 
esting and  well-produced,  we  have  a  journal- 
istic problem  with  the  content  in  that  the 
producers  .  .  .  have  a  perceived  bias  in  terms 
of  the  viewing  public." 

In  other  words,  while  the  documentary 
passed  muster,  its  producers- and  presum- 
ably Harvard  University— lacked  a  proper 
pedigree. 

The  excuses  kept  coming. 

A  public-TV  viewer  in  a  suburb  of  Boston 
wrote  to  WGBH  to  find  out  why  the  station 
hadn't  aired  "Harvest  of  Despair." 

WGBH's  director  of  scheduling  replied 
that  she  had  attempted  to  purchase  rights 
for  a  broadcast,  but  ""unfortunately,  the 
price  requested  .  .  .  was  much  higher  than 
we  would  pay  for  comparable  programming, 
and  we  were  unable  to  reach  an  agreement." 

Mr.  Paluch  insists  that  WGBH  could  have 
purchased  the  program  for  a  third  less  than 
"filler  junk"  from  Canada  normally  costs, 
and  that  "price  was  never  a  factor  in  dealing 
with  WGBH."'  The  difference  in  price  be- 
tween what  WGBH  was  willing  to  pay  and 
what  the  producers  felt  they  needed,  he 
said,  was  about  $1,000.  °"A  committee  in 
Boston  agreed  to  provide  the  $1,000."'  he 
added,  ""in  the  form  of  a  contribution." 
WGBH.  he  said,  replied  that  such  contribu- 
tions were  unacceptable. 

Within  a  week  of  WGBHs  letter  to  the 
viewer,  an  article  by  Mr.  Paluch  appeared  in 
The  National  Review,  suggesting  that  PBS 
stations  were  conspiring  to  prevent  the  do- 
cumentary's broadcast. 

That  article,  along  with  screenings  ar- 
ranged for  several  sympathetic  congressmen 
and  a  least  one  Corporation  for  Public 
Broadcasting  board  member,  seems  to  have 
suddenly  energized  PBS. 

After  a  telephone  call  from  PBS  Vice 
President  of  Public  Affairs  Programming 
Barry  Chase.  William  F.  Buckley,  Jr.  agreed 
to  air  the  broadcast  in  a  special  edition  of 
"Firing  Lane." 

"We  think  the  program  would  have  been 
ideal  for  "Frontline," '"  said  Mr.  Paluch. 
'"Putting  it  on  "Firing  Line'  takes  the  cutting 
edge  off." 

Why  was  the  broadcast  placed  under  Mr. 
Buckley's  conservative  umbrella? 

PBS.  said  Mr.  Chase  in  an  interview, 
wants  to  take  shows  that  are  normally  seen 
only  on  weekends— such  as  ""Firing  Line"— 
"and  showcase  them  in  prime  time."  Mr. 
Chase  added  that  "this  special  treatment 
ensures  the  film  will  get  special  attention, 
too." 

Why  the  wraparound? 

The  film,  said  Mr.  Chase,  leveled  a  pair  of 
allegations  that  "require  expanded  discus- 
sion: that  the  famine  was  done,  and  that  it 
was  done  intentionally.  If  it  was  intentional 
as  charged,"  he  added,  "then  comparisons 
with  the  Nazi  holocaust  aren't  ridiculous." 

The  panel  will  consist  of  Mr.  Conquest 
plus  Harrison  Salisbury  and  Mr.  Hitchens. 


Mr.  Salisbury,  like  Mr.  Duranty,  was  a 
New  York  Times  Moscow  correspondent. 

In  his  book  "Without  Fear  or  Favor,"  Mr. 
Salisbury  wrote  that  Mr.  Duranty  "had 
failed  to  report  one  of  the  greatest  of  Sta- 
lin's crimes,  one  of  the  most  important  sto- 
ries of  the  decade,"  but  insisted  that  Mr. 
Duranty  had  been  "nobody's  agent  but  his 
own." 

"We  need  an  opportunity  [to  hear]  some- 
one who  knows  how  the  Times  worked  in 
that  day  and  age,"  said  Mr.  Chase.  "If  a  de- 
fense [of  Mr.  Duranty  and  the  Times]  can 
be  made,  it  ought  to  be  made." 

Mr.  Chase  said  that  Mr.  Hitchens  of  The 
Nation  "can  be  expected  to  raise  the  [issue 
of]  the  motivation  of  the  Ukrainian  commu- 
nity [in  lobbying  for  this  film],"  in  the  light 
of  allegations  of  Ukrainian  complicity  in 
Nazi  war  crimes. 

[From  Boston  Herald.  Aug.  20,  1986] 
How  "Public"  Is  the  Broadcasting? 

On  Sept.  24,  the  Public  Broadcasting 
System  will  distribute  to  its  stations  a  spe- 
cial two-hour  segment  of  William  F.  Buck- 
ley, Jr.'s  show  "Firing  Line."  Those  tuning 
in  will  be  able  to  see,  for  the  first  time  na- 
tionally, an  Academy  Award-nominated  doc- 
umentary about  the  man-made  Ukrainian 
famine  in  1932-33.  "Harvest  of  Despair." 

Getting  "Harvest"  on  PBS  has  not  been 
easy.  Despite  winning  numerous  awards  and 
acclaim  for  its  scholarship  and  production 
values,  PBS  has  been  extraordinarily  reluc- 
tant to  broadcast  the  film,  which  lays  bare 
Stalin's  coldly  calculated  starvation  of  five 
to  six  million  Ukrainians,  who  were  resisting 
Communist  rule. 

PBS  has  also  been  less  than  eager  to 
broadcast  "Television's  Vietnam:  The 
Impact  of  the  Media,"  hosted  by  Charlton 
Heston  and  produced  by  the  conservative 
media  watchdog  group  Accuracy  in  Media. 
The  program  is  a  sequel  to  AIM'S  "Televi- 
sion's Vietnam:  The  Real  Story,"  which 
PBS  finally  broadcast  last  year  after  a  long 
struggle.  Both  films  are  in  response  to  the 
PBS  series  "Vietnam:  A  Television  History," 
which  AIM  said  was  biased  against  the  U.S. 

PBS  nevertheless  found  time  this  summer 
for  12  hours  worth  of  Soviet-sanctified 
broadcasting  with  the  "Comrades"  series. 
Last  December,  they  also  broadcast  a  "docu- 
mentary" called  '"Guatemala:  When  the 
Mountains  Tremble,"  which,  arguably,  was 
a  valentine  to  the  Communist  guerrillas  in 
that  country. 

Just  how  "public"  is  public  broadcasting, 
anyway?  Its  executives  seem  to  find  it  hard 
to  believe  Stalin  deliberately  wiped  out  mil- 
lions of  innocent  Ukrainians. 

The  Ukrainian-Americans  who  live  In 
Boston,  lost  relatives  in  the  famine  and  pay 
taxes  to  support  PBS  don't  find  it  hard  to 
believe  at  all. 

Ronald  Reagan  says  Vietnam  was  a  "noble 
cause"  and  he  won  49  states.  If  any  at  PBS 
share  that  conviction,  you'd  never  know  it 
by  the  way  they  have  fought  to  keep  AIM'S 
point  of  view  off  the  air. 

In  the  age  of  cable  and  satellite  dishes, 
the  choice  of  programming  is  expanding  tre- 
mendously, calling  public  broadcasting's 
very  reason  for  being  into  question.  If  weU- 
made  programs  that  happen  to  conflict  with 
the  prejudices  of  ""public"  broadcasting  ex- 
ecutives cannot  make  it  onto  the  airwaves, 
then  President  Reagan  should  rethink 
whether  the  whole  exercise  Is  even  worth  it. 
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(Prom  the  National  Review.  Apr.  11, 1986] 

Spiking  the  Ukrainian  Famine,  Again 

(By  Peter  Paluch) 

"Give  me  Hollywood  for  six  months,  and 
111  rule  the  world,  "—Josef  Stalin. 

Aside  from  the  climate,  the  28th  Interna- 
tional Film  &  TV  Festival  of  New  York  was 
as  lush  and  glamorous  as  any  Hollywood 
bash.  The  festival  is  one  of  the  most  highly 
regarded  in  the  world,  with  44  countries  rep- 
resented In  1985.  The  two  thousand  people 
seated  for  the  awards-presentation  banquet 
in  the  Imperial  Ballroom  of  the  Sheraton 
Centre  hotel  represented  5.313  entrants  and 
the  cream  of  the  industry.  The  BBC.  ABC. 
NBC.  and  CBS  were  there  in  force.  So  were 
HBO  and  Turner  Broadcasting. 

The  gold  medalist  in  the  TV  Documenta- 
ries category  was  announced  halfway 
through  the  braised  beef  bordelaise— War- 
vest  of  Despair,  a  55-minute  Canadian  pro- 
duction disinterring  the  story  of  the  man- 
made  Ukrainian  famine  buried  half  a  centu- 
ry ago  beneath  layers  of  Soviet  propaganda 
and  Western  venality.  After  the  presenta- 
tion of  the  gold  medals  in  the  ten  categories 
included  in  the  overall  TV  Entertainment 
Programs  and  Specials  Group,  it  was  time 
for  the  ice-cream  log  assorti  in  meringue 
crown  and  the  announcement  of  the  winner 
of  the  Grand  Award  Trophy  Bowl.  Again,  it 
was  Harvest  of  Despair,  judged  the  "most 
outstanding  entry"  of  all  837  films  in  the 
sroup.  These  two  awards  gave  the  film 
enough  points  in  international  competitions 
to  make  it  eligible  for  an  Oscar,  although 
too  late  for  this  year's  Academy  Awards. 

This  was  last  November  15.  Ten  months 
earlier,  Peter  Foges.  Public  Affairs  Pro- 
gramming  Director  at  New  York's  PBS  affil- 
iate, WNET,  was  pressed  to  explain  why  he 
had  rejected  the  film.  After  a  long  silence 
he  replied  that  it  was  "technically  defi- 
cient" and  of  "dubious  quality."  and  that  it 
did  not  meet  PBS's  "production  standards." 
Pressed  for  an  explanation  of  what  that 
meant.  Foges  stumbled  for  a  moment. and 
said,  not  entirely  convinced  himself,  that 
the  sound  of  horses'  hoofbeats  should  have 
been  dubbed  into  a  still  scene  showing 
human  corpses  being  carted  away.  (Those 
sound  effects  ore  included. ) 

These  two  incidents  typify  the  whipsaw 
reaction  to  an  extended  effort  to  call  to  the 
American  media's  attention  the  untold  story 
of  how  Soviet  authorities  deliberately 
starved  to  death  at  least  seven  million 
people  in  the  traditional  "breadbasket  of 
Europe."  Harvard  University's  Ukrainian 
Research  Institute  recently  concluded  a 
monumental  three-year  research  project  on 
the  subject,  headed  by  British  Sovietologist 
Robert  Conquest;  the  resulting  book  will  be 
published  this  spring  by  the  Oxford  Univer- 
sity Press.  The  Harvard  project  coincided 
with  the  production  in  Toronto  of  Harvest 
of  Dispair,  a  private  effort  that  soon  at- 
tracted the  attention  and  support  of  the  Na- 
tional Film  Board  of  Canada.  Independent 
of  each  other,  the  Canadian  film  and  the 
Harvard  study  were  simultaneous  firsts  con- 
cerning a  subject  that  Harvard's  James 
Mace  said  "remains  as  the  least  understood 
cataclysm  of  this  century,  a  tragedy  that 
has  disappeared  from  the  public  conscious- 
ness so  completely  that  it  represents  the 
most  successful  example  of  the  denial  of 
genocide  by  its  perpetrators." 

The  importance  and  timeliness  of  the 
issue  seemed  obvious  enough,  and  any  one 
of  the  several  threads  in  this  story  would 
make  it  a  natural  for  broader  dissemination. 
There  is  most  obviously  the  purely 
human-interest  aspect— nothing   less  than 


the  systematized  murder  of  seven  million 
human  beings  in  less  than  a  year,  three  mil- 
lion of  them  children  under  the  age  of 
seven.  That  is  the  conservative  figure,  ex- 
trapolated from  Soviet  statistics.  That  the 
actual  number  is  significantly  higher  must 
be  assumed,  since  the  compilers  of  the  first 
Soviet  census  after  the  famine  was  lifted 
were  summarily  shot  for  "undermining  So- 
cialism by  deliberately  undercounting  the 
population."  A  "correct"  census  was  imme- 
diately prepared.  It  is  on  the  "corrected" 
version  that  the  seven-million  figure  is 
based.  The  true  extent  of  the  human  cata- 
clysm is  perhaps  more  accurately  suggested 
by  Dr.  W.  Horsley  Gantt,  a  British  physi- 
cian who  was  in  the  Soviet  Union  at  the 
time  and  who  relayed  private  estimates  by 
Soviet  officials  of  as  many  as  15  million 
killed,  fully  half  the  Ukrainian  nation,  and 
equal  to  the  population  of  all  of  Central 
America  today. 

In  testifying  before  the  Senate  shortly 
after  the  destruction  of  KAL  flight  007. 
Robert  Conquest  remarked  that  Soviet 
policy  in  Ukraine  during  1932-33  could  be 
placed  in  a  clearer  perspective  by  recogniz- 
ing that  Soviet  MiGs  would  have  to  shoot 
down  a  747  airliner  every  day  for  seventy 
years  in  order  to  approximate  the  death  toll 
in  Ukraine. 

The  novelty  in  all  this  is  that  the  famine 
In  Ukraine  was  modem  history's  first  exam- 
ple of  ""famine  on  command."  It  was  not 
brought  about  by  drought,  or  crop  failure, 
or  war.  One  hundred  thousand  Commimist 
Party  activists,  brought  In  for  the  task  from 
Russia,  physically  removed  virtually  all  of 
the  food  from  the  region.  Dogs  and  cats 
vanished  from  the  streets,  as  the  state 
abruptly  realized  a  need  for  their  skins. 
Ukraine's  symbol,  the  nightingale,  was 
trapped  and  slaughtered  en  masse  by  the 
secret  police.  The  famine  was  the  realiza- 
tion of  Soviet  Foreign  Minister  Maksim  Llt- 
vlnov's  dictum,  "Food  Is  a  weapon."  It  was 
also  the  precursor  of  star\'ation  politics  in 
Afghanistan  ■  and  Ethiopia. 

The  second  thread  of  the  story,  which  the 
producers  hoped  the  media  half  a  century 
later  would  have  the  integrity  to  address, 
was  the  Western  media's  responsibility  for 
spiking  the  story  originally  in  order  to  curry 
favor  with  the  Kremlin.  Among  the  lumi- 
naries of  the  time,  Walter  Duranty  of  the 
New  York  Times  was  the  acknowledged  dean 
of  Western  reporters  in  Moscow.  He  cate- 
gorically denied  the  existence  of  any 
famine,  prompting  Stalin  to  compliment 
him— "You  have  done  a  good  job  In  your  re- 
porting of  the  USSR  "—and  to  reward  his  ef- 
forts with  the  Order  of  Lenin.  = 
puLi"rz£R  journalism 

The  Pulitzer  I*rize  Committee  was  of  like 
mind  and  bestowed  its  own  coveted  award 
upon  Duranty  for  hLs  '"dispassionate.  Inter- 
pretative reporting  .  .  .  marked  by  scholar- 
ship, profundity.  Impartiality,  sound  judg- 
ment, and  exceptional  clarity  .  .  .  excellent 
examples  of  the  best  type  of  foreign  corre- 


'  Recently,  a  Ukrainian  in  the  Red  Army  deserted 
and  joined  the  Afghan  resistance.  The  21year-old 
private.  Aleksandr  Levenets.  gave  his  reason:  'Our 
officers  said  we  must  go  into  a  village  and  kill  all 
the  people  and  animals,  sheep,  horses,  even  dogs 
and  cats.  But  I  thought  it  was  the  Mujahedin  who 
were  fighting  against  us.  not  elderly  people  and 
dogs  and  cats."' 

'  In  private  conversations  with  his  colleagues  in 
Moscow  and  with  representatives  of  the  British 
Foreign  Office.  Duranty  volunteered  that  as  many 
as  ten  million  had  been  killed  by  starvation,  leading 
Malcolm  Muggeridge  to  call  Duranty  the  greatest 
liar  he  had  met  in  fifty  years  of  journalism. 


spondence."  In  order  to  promote  such  jour- 
nalism, Duranty  was  permitted  by  Soviet 
authorities  to  accompany  Lltvlnov  on  his 
triumphant  trip  to  the  United  States,  when 
we  negotiated  the  diplomatic  recognition  of 
the  USSR  at  the  very  height  of  the  famine. 

To  be  sure,  a  few  European  papers,  such 
as  France's  Le  Matin,  decided  to  publish  the 
truth.  But  the  American  media  were  damn- 
Ingly  silent,  both  about  the  genocide  and 
about  Soviet  manipulation  of  the  foreign 
press. 

The  third  thread  of  the  story  Is  summed 
up  In  George  Orwell's  observation.  "We 
have  now  sunk  to  a  depth  at  which  the  re- 
statement of  the  obvious  Is  the  first  duty  of 
Intelligent  men."  It  may  sound  tautological 
to  repeat  that  "the  Soviet  Union"  Is  not 
"Russia. "  but  It  Is  nonetheless  necessary  to 
do  so.  The  USSR  Is  a  multinational  federa- 
tion of  formerly  Independent  nations.  It  is 
not  a  monolithic  state,  any  more  than  is  any 
empire.  An  Uzbek  In  Samarkand  or  a  Latvi- 
an in  Riga  has  about  as  much  similarity  to. 
or  affinity  for.  a  Russian  in  Leningrad  as 
does  an  Afghan  in  Kabul.  The  Red  Army"s 
occupations  of  Lithuania  aind  Georgia  were 
little  different  from  its  occupation  of  Af- 
ghanistan, with  the  exception  that  with  the 
passage  of  time  the  former  have  been  ab- 
sorbed Into  a  ""Soviet  Union"  as  constituent 
republics.  Afghanistan  may  yet  become  the 
16th  installment.  In  this  light,  the  man- 
made  famine  in  Ukraine  speaks  volumes 
about  Moscow's  relationship  with  the  non- 
Russian  nations  of  the  USSR,  which  ac- 
count for  50  per  cent  of  its  population.  That 
event  thus  offers  the  West  a  glimpse  Into 
the  practical  consequence  of  the  structuring 
of  the  Soviet  Union  and  the  centrifugal 
forces  In  it. 

None  of  these  issues  has  proved  attractive 
to  the  media  in  the  United  States.  At  this 
writing  Harvest  of  Despair  has  been  shown 
only  on  two  small  U.S.  television  stations; 
and  virtually  no  press  attention  has  been 
•given  to  the  discoveries  of  the  Conquest 
group.  This  has  not  been  for  lack  of  trying 
by  either  the  Harvest  producers  or  the  Har- 
vard Institute.  But  all  their  efforts  have 
been  met  with  the  sort  of  embarrassingly  In- 
articulate—or  silent— rejection  that  suggests 
people  are  unwilling  to  explain  their  rea- 
sons for  not  doing  the  obviously  right  thing. 

Thus,  for  Instance,  the  three  commercial 
television  networks  did  -not  see  fit  to  articu- 
late any  reason  whatsoever  for  their  rejec- 
tion of  the  story.  We  have  reason  to  believe 
that,  at  least  in  the  case  of  one  of  the  net- 
works, a  fawning  concern,  at  the  highest 
level,  with  maintaining  the  good  graces  of 
the  Kremlin  led  to  the  network's  self-cen- 
sorship. 

When  we  approached  the  major  news 
weeklies.  T\me,  for  example,  answered  that 
""at  the  present  time""  it  was  not  planning 
any  stories  on  the  subject.  Asked  when 
would  be  a  more  opportime  occasion  than 
the  fiftieth  anniversary  of  the  tragedy. 
Time  (after  repeating  that  it  "Is  not  consid- 
ering such  an  article  at  this  time")  made  an 
abrupt  change  of  course  and  said  that  its 
mandate  was  only  to  cover  Immediate  news. 
This  was  Immediately  followed  by  another 
twist— "We  do  occasionally  report  historical 
events  when  they  bear  directly  on  current 
news  ...  or  if  the  event  itself  becomes  the 
subject  of  renewed  controversy  or  discus- 
sion.'" 

The  repetition  of  the  Ukrainian  pattern  In 
Cambodia,  or  Afghanistan,  or  Ethiopia  did 
not  qualify.  Not  did  the  recent  esUblish- 
ment  of  a  Joint  Congressional  Commission 
to  Investigate  the  famine  and  Its  coverup.  As 
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to  waiting  for  a  "renewed  controversy  or  dis- 
cussion." that  was  a  rather  incestuous 
excuse,  since  a  discussion  cannot  be  renewed 
when  the  story  was  never  reported  in  the 
first  place.  The  disclosures  of  the  Harvard 
project  shatter  some  long-held  assumptions 
concerning  the  formative  years  of  the 
USSR.  That,  certainly,  should  satisfy  even 
Time's  tortured  criteria.  Presented  with 
these  arguments.  Time  made  no  response. 

The  Harvard  group  hoped  the  release  of 
Harvest  of  Despair  might  make  a  difference. 
A  recognized  film-distribution  firm  in  Wash- 
ington, D.C.,  viewed  the  film  and  expressed 
enthusiastic  interest  in  serving  as  its  exclu- 
sive agent  in  the  United  States  and  Canada. 
But  after  the  firm  discussed  the  matter  with 
its  industry  contacts  on  the  East  and  West 
Coasts,  a  wall  of  silence  descended.  No  ex- 
planation. No  repUes  to  inquiries.  Nothing. 

And  then  there  is  PBS.  Its  legislative  man- 
date requires  that  it  serve  as  an  accessible 
alternative  to  commercial  broadcasting,  to 
provide  sm  outlet  for  productions  that 
couldn't  win  a  place  in  the  ratings  game. 
Controversy,  the  unknown,  the  unorthodox 
were  to  be  PBS's  mainstay. 

The  initial  reaction  of  PBS,  summarized 
above,  came  before  Harvest  of  Despair  was 
awarded  the  gold  medal  in  the  first  of  what 
soon  became  an  unbroken  succession  of 
international  awards.  In  a  follow-up  discus- 
sion, the  reason  given  for  WNET's  rejection 
predictably  changed.  Now,  the  film  was  "in- 
adequately documented."  This  is  hardly  less 
transparent  than  was  Foges's  first  excuse.  It 
is  also  untoward,  given  that  the  production 
has  been  critically  acclaimed  as  "exceeding- 
ly well  documented."  More  than  one  and  a 
half  million  feet  of  rare  archival  film  foot- 
age were  viewed,  of  which  720  feet  were  in- 
corporated into  the  production.  The  critics 
wrote  that  "the  historical  documentation 
has  been  vividly  assembled.  One  can  see 
that  tremendous  research  was  part  of 
malung  Harvest  of  Despair." 

So,  when  we  asked  what  "inadequate  doc- 
umentation" meant.  WNET  said  the  film 
lacked  "journalistic  integrity."  When  we 
asked  what  that  meant,  we  finally  got  to  the 
heart  of  the  matter— the  "other  side"  of  the 
story  was  not  presented.  We  replied  that 
this  was  the  other  side  of  the  story.  PBS's 
airing  of  Harvest  of  Despair  would  be  the 
first  time,  after  half  a  century,  that  the 
"other  side"  of  the  story  finally  was  made 
available  to  the  American  public,  in  fullest 
accord  with  PBS's  own  mandate.  Alas,  to  no 
avail. 

In  a  remarkable  parallel,  on  November  5, 
1985,  WPBT,  the  PBS  affiliate  in  Miami, 
also  rejected  the  film  on  the  grounds  that  it 
has  "a  perceived  bias  in  terms  of  the  viewing 
public."  (WPBT  did  acknowledge  that  the 
film  was  "interesting  and  well  produced.") 
The  film  was  submitted  to  WPBT  after  that 
station  broadcast  a  documentary  on  Stalin 
.  covering  the  period  from  1934  onward.  Har- 
vest of  Despair  treats  the  period  through 
1933  and  seemed  a  logical  adjunct.  A  request 
to  Candace  Carlisle,  WPBT's  Director  of 
Program  Acquisition,  for  an  explanation  or 
example  of  the  film's  bias  has  remained  un- 
answered. 

Finally,  after  a  ten-month  blackout,  and 
on  the  heels  of  WPBT's  rejection,  the  main 
office  of  PBS  in  Washington  opined  that 
the  film  presents  only  "one  point  of  view " 
and  that  it  is  "subjective."  "This,  of  a  film 
that  now  is  in  the  running  for  an  Academy 
Award  as  a  documentary.  Unembarrassed,  a 
few  weeks  ago  the  PBS  affiliate  in  Boston, 
WGBH,  also  fell  into  line. 


PBS  thus  remains  adamant.'  Harvest  of 
Despair  is  fatally  flawed  because  it  violates 
Solomonic  impartiality  by  not  giving  equal 
time  to  Moscow's  point  of  view.  But  what 
would  the  Soviets  say?  Perhaps,  like  those 
who  deny  the  Nazi  Holocaust,  they  would 
claim  the  famine  never  occurred.  But  no  one 
suggests  that  Holocaust  films  be  routinely 
accompanied  by  a  rebuttal  from  the  editors 
of  Spotlight  Or  perhaps  they  would  use  the 
war  criminal's  lament:  It  happened,  but  it 
was  nobody's  fault. 

Indeed,  in  a  Canadian  television  produc- 
tion shown  on  April  27,  1983.  the  Soviet 
Union  was  given  equal  time  and  said  abso- 
lutely nothing  new.  CBCs  Fifth  Estate 
series,  Canada's  answer  to  60  Minutes,  pro- 
duced a  twenty-minute  segment  on  the 
Ukrainian  famine,  a  full  18  months  before 
the  public  release  of  Harvest  of  Despair. 
Aleksandr  Podakin.  from  the  Soviet  Embas- 
sy in  Ottawa,  appeared  in  the  segment  and 
was  cool,  calm,  and  collected,  countering 
with  sober  reflections  on  the  tribulations  of 
Americans  and  Canadians  during  the  De- 
pression. The  day  after  the  broadcast  of  the 
Fifth  Estate  program,  the  Soviet  Embassy 
put  out  a  virulent  three-page"  press  release 
"On  the  So-Called  Famine'  in  Ukraine, "  re- 
plete with  the  predictable  litanies.  In  De- 
cember of  that  year,  Aleksandr  Podakin  fi- 
nally lost  his  cool,  after  Canadian  Conserva- 
tive leader  Brian  Mulroney  mentioned  the 
Ukrainian  famine  in  a  speech.  The  Soviet 
Embassy  filed  a  formal  protest  with  the  De- 
partment of  External  Affairs,  branding  Mul- 
roney's  speech  "a  100  per  cent  lie."  It  ac- 
cused Canada  of  violating  the  Helsinki  Ac- 
cords by  attemping  the  overthrow  of  the 
Soviet  government. 

There  was  nothing  to  prevent  PBS  or  any 
of  the  U.S.  networks,  for  that  matter,  from 
similarly  airing  Harvest  of  Despair  and  then,, 
having  a  post-mortem  with  a  Soviet  repre-' 
sentative.  Certainly,  the  Soviet  Embassy  in 
Washington  will  not  broach  the  issue  so 
long  as.  in  the  U.S.,  It  remains  submerged. 

LOST  IN  AMERICA 

Perhaps  the  strangest  aspect  of  the  story 
is  the  contrast  between  the  silence  of  the 
media  in  the  United  States  concerning  Har- 
vest of  Despair  and  the  critical  acclaim  else- 
where. In  addition  to  its  sweep  in  the  inter- 
national film  competitions,  the  film  has 
been  lauded  as  'a  searing  55-minute  docu- 
mentary," "powerful,"  "an  eye-opener,"  "an 
important  film  ...  it  should  be  seen  by  ev- 
eryone," "an  unquestionably  sobering  film 
which  rightfully  deserves  wide  distribution 
on  television,"  "a  riveting  account,"  "a 
superb  chronicle,"  "un  film  tminemment 
nicessaire."  CBC  broadcast  the  film 
throughout  Canada  last  September,  and  Eu- 
ropean, Australian,  and  Japanese  rights  are 
being  negotiated. 

The  only  important  exception  among  the 
critics  is  the  New  York  Times's  Vincent 
Canby.  Writing  on  the  occasion  of  the 
screening  at  the  New  York  Film  Festival 
last  October  10.  Canby  defended  the  Times's 
Walter  Duranty.  He  did  not  deny  that  Dur- 
anty  lied;  he  criticized  the  film  for  not  ex- 
plaining why  Duranty  did  it.  He  excused 
Duranty's  perfidy  by  explaining  (citing  Har- 
rison Salisbury)  that  Duranty  was  not  a 
Communist  ideologue  but  merely  a  "calcu- 
lating careerist,"  as  if  that  were  a  valid  de- 
fense for  fraud. 

Canby  continued:  Harvest  of  Despair  was 
visually  "full  of  generalities."  An  astonish- 


'  To  their  credit,  the  local  PBS  affiliates  in  Chica- 
go. Illinois,  and  Rochester.  New  York,  have  recent- 
ly aired  the  film. 


ing  statement.  The  New  York  Times  first 
censors  the  printed  news  and  then,  fifty 
years  later,  complains  that  the  visual  record 
is  too  general.  The  remarkable  thing  is  that 
there  is  any  visual  record  extant  in  the 
West.  (.Shoah,  the  recent  documentary  of 
the  Nazi  Holocaust,  was  applauded  by  the 
critics  even  though  it  runs  for  nine  and  a 
half  hours  without  using  any  archival  foot- 
age.) 

Canby  ruled,  ultimately,  that  Harvest  of 
Despair  is  a  "frankly  biased,  angry  recollec- 
tion" of  a  "hugely  emotional  subject. " 
"Biased"  is  a  serious  charge  to  hurl  at  a  doc- 
umentary. But  what  does  it  mean  here? 
That  the  producers  disapprove  of  genocide? 
Or  that  they  twisted  the  facts  to  make 
genocide  appear  where  there  was  none?  If  it 
was  the  latter,  Canby  gave  not  a  single  ex- 
ample, nor  the  slightest  substantiation.  A 
letter  requesting  substantiation  remains  un- 
answered. 

What  is  to  be  made  of  the  particular  re- 
sistance of  the  U.S.  media?  The  story  is 
clear  enough.  After  15  years  of  trying, 
Moscow  had  been  unable  to  solidify  Com- 
munist rule  in  Ukraine,  the  largest  non-Rus- 
sian republic  in  the  Soviet  Union.  Soviet  re- 
action to  Ukrainian  opposition  was  simple- 
starve  the  opponents.  A  quarter,  perhaps 
half,  of  the  population  was  driven  to  mad- 
ness, cannibalism,  and  death.  During  the 
whole  process,  Moscow  was  able  to  muzzle 
the  Western  media,  enthrall  Western  intel- 
lectuals, and  entrance  Western  govern- 
ments. For  half  a  century  the  story  remains 
entomljed.  Then,  a  major  university  study 
and  an  award-winning  f  Hm  expose  the  geno- 
cide and  its  coverup,  and  the  U.S.  media  do 
not  respond.  Why? 

LAP  DOGS  OF  THE  VRESS 

As  one  of  the  few  Western  journalists  who 
remained  true  to  his  public  trust,  Malcolm 
Muggeridge  wrote  at  the  time  that  "the 
man-made  famine  in  Ukraine  is  one  of  the 
most  monstrous  crimes  in  history,  so  terri- 
ble that  people  in  the  future  will  scarcely  be 
able  to  believe  it  ever  happened."  But,  of 
the  myriad  excuses  given  by  the  American 
media,  disbelief  was  never  even  intimated. 
Nor  would  we  expect  to  see  the  line  of  de- 
marcation between  belief  and  disbelief  to  be 
so  sharply  drawn  between  the  United  States 
on  the  one  hand,  and  Canada,  Western 
Europe,  and  Australia  on  the  other.  Quite 
beyond  Harvest,  over  the  last  three  years, 
the  famine  itself  has  been  the  focus  of  ex- 
tensive editorial  and  reader  discussion  in 
the  major  publications  of  those  countries. 

Part  of  the  reason  must  surely  lie  in  the 
American  media's  refusal  publicly  to  admit 
to  its  especially  disgraceful  delinquency. 
But  the  ultimate  reasons  can  only  be  the 
same  ones  that  prompted  the  media  to  spike 
the  story  in  the  first  instance.  One  of  those 
is  a  fawning  concern  to  maintain  their  good 
standing  with  the  Kremlin.  An  indirect  ex- 
ample of  this  is  found  in  the  Wall  Street 
Journal,  which  does  not  maintain  an  office 
in  Moscow  and  whose  editorial  policy  has 
earned  Moscow's  ire.  Moscow  thus  has  no  le- 
verage on  the  Journal,  and  the  Journal  has 
publicized  the  direct  connection  between 
the  man-made  famine  in  Ukraine  and 
present-day  developments  in  Afghanistan 
and  Ethiopia. 

The  other,  more  important  reason  is  the 
pervasiveness  of  the  very  political  bias  that 
PBS  was  so  quick  to  ascribe  to  Harvest  of 
Despair.  It  isn't  simple  conscious  complicity, 
but  unknowing  gullibility,  that  is  behind  the 
acceptance  of  Soviet  horrors.  Because  this 
bias  is  often  subliminal,  it  is  all  the  more  in- 
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sidious. David  Satter  wrote  in  the  October 
22,  1985,  Wall  Street  JoumaL  "The  Soviet 
authorities  understand  that  concessions  to 
their  view  of  reality  weaken  an  adversary's 
ability  to  insist  on  the  absolute  value  of 
anything.  This  is  why  the  effort  to  induce 
the  world  to  take  their  ideological  lying  lit- 
erally is  not  Just  a  question  of  prestige  for 
the  Soviet  leaders  but  also  a  matter  of  polit- 
ical strategy.  The  Soviet  authorities  do  not 
expect  Western  journalists  to  believe  Soviet 
propaganda,  but  only  to  repeat  it  uncritical- 
ly, without  any  effort  to  analyze  what  it 
means,  so  that,  over  time,  the  Soviet 
Union's  ideological  lying  and  officially  sanc- 
tioned misuse  of  language,  enhsuiced  by  the 
credibility  of  important  American  publica- 
tions, begin  to  have  the  same  numbing 
effect  on  Westerners  as  Soviet  citizens." 

Were,  say,  ABC  to  air  Harvest  of  Despair 
or  its  own  documentary  on  the  subject,  it 
would  freeze  for  an  hour  the  Soviet  phan- 
tasmagoria. The  new  image:  The  famine  in 
Ukraine  was  not  the  unfortunate  but  unin- 
tended byproduct  of  the  overall  collectiviza- 
tion of  agriculture  in  the  Soviet  Union,  as 
soporifically  recited  by  those  in  the  West 
who  even  concede  its  occurrence.  In 
Ukraine,  collectivization  was  completed  long 
before  the  Central  Statistical  Office  ceased 
publication.  Long  before  doctors  were  for- 
bidden to  record  deaths  as  due  to  starvation. 
Long  before  holod,  the  Ukrainian  word  for 
famine,  was  outlawed.  Long  before  the 
Ukrainian-Russian  border  was  sealed,  pre- 
venting anyone  from  leaving  Ukraine  for 
Russia  in  search  of  food.  Ukrainian  villages 
starved.  Russian  villages  a  few  hundred 
yards  across  the  border  did  not. 

The  ensuing  half-century  of  worldwide  si- 
lence testifies  to  the  effectiveness  of  the 
Soviet  disinformation  effort  on  a  global 
scale.  Eugene  Lyons  wrote  bitterly  that  "the 
most  rigorous  censorship  in  all  of  Soviet 
Russia's  history  has  been  successful.  It  had 
concealed  the  catastrophe,  until  it  was 
ended,  thereby  bringing  confusion,  doubt, 
contradiction  into  the  whole  subject."  Con- 
currently, the  Soviet  Union  achieved  its 
greatest  foreign-policy  goals— America  ex- 
tended diplomatic  recognition  and  the  inter- 
national community  invited  it  to  join  the 
League  of  Nations. 

Soviet  brutality  has  never  been  exploited 
by  its  enemies  as  a  way  of  undermining 
Soviet  power.  Indeed,  its  brutalities  have  in- 
creased its  might,  helping  to  transform  it 
into  a  global  superpower.  "The  Soviet  Union 
is  not  the  only  original  killer  state,  but  the 
model  one, "  wrote  Nick  Eberstadt  of  the 
Harvard  Center  for  Population  Studies. 

For  American  newsmakers,  such  an  image 
remains  awkward,  untimely,  impolitic,  inex- 
pedient. Yet  the  man-made  famine  in 
Ukraine  represents,  as  much  as  any  one 
event  can,  the  USSR's  most  precarious  fault 
lines,  domestically  and  globally.  That  event, 
half  a  century  ago,  today  bears  direcly  on 
issues  of  national  self-determination,  land 
and  social  reform,  and  indigenous  cultural 
and  religious  values  that  are  of  burning  con- 
cern in  those  areas  of  the  world  that  lie  in 
the  path  of  Soviet  influence.  An  under- 
standing of  the  Ukrainian  famine  may  well 
be  the  critical  first  step  in  a  popular  assimi- 
lation of  the  interaction  between  Soviet  do- 
mestic and  foreign  policies,  American  media 
coverage  of  the  Soviet  Union,  and  our  own 
consequential  formulation  of  policy  toward 
the  Soviet  Union. 

Until  that  step  is  taken,  Mikhail  Gorba- 
chev has  good  reason  to  be  pleased.  True  to 
form,  his  cover-story  interview  in  the  Sep- 
tember 9,   1985,   issue  of   Time  magazine 


began  with  Time's  own  insights:  "Gorba- 
chev looks  well  tanned,  just  a  bit  ruddy  in 
the  cheek  ...  He  laughs  easily  .  .  .  [His 
eyes]  are  an  intense  dark  brown  .  .  .  The 
voice  is  extraordinary,  deep  but  also  quite 
soft  .  .  .  low  and  melodious."  That  voice 
then  broadcast  to  us  his  concern  about  the 
"hundreds  of  millions  of  people  going 
hungry  .  .  .  We,  all  of  us,  just  have  no  right 
to  ignore  the  situation."  So  spoke  the  man 
who  forged  his  career  in  the  crucible  of  the 
once  heavily  Ukrainian  North  Caucasus. 

Mr.  DOLE.  It  has  been  a  long  time 
coming,  but  tonight  the  American 
people  can  at  last  judge  for  them- 
selves. It  is  on  their  channel  this 
evening— "public  television"— on  Wil- 
lian  F.  Buckley's  outstanding  show 
"Firing  Line."  I  hope,  that  my  col- 
leagues will  join  the  American  people 
in  watching  this  special  show.  In  doing 
so,  we  will  help  remember— and 
honor— the  millions  of  innocent  vic- 
tims of  a  ruthless  dictator's  "harvest 
of  despair." 


ORDER  OF  PROCEDURE 

Mr.  DOLE.  Mr.  President,  do  I  have 
any  time  remaining? 

The  PRESIDING  OFFICER.  The 
Senator  has  1  minute  20  seconds. 

Mr.  DOLE.  After  the  leader's  time 
on  the  other  side,  I  would  yield  the  re- 
mainder of  my  time  to  the  distin- 
guished Senator  from  Florida  [Mrs. 
Hawkins]. 


RECOGNITION  OF  THE  ACTING 
MINORITY  LEADER 

The  PRESIDING  OFFICER  (Mr. 
Chafee).  The  Senator  from  Wisconsin 
is  recognized. 

Mr.  PROXMIRE.  Mr.  President,  I 
ask  unanimous  consent  that  the  time 
of  the  Democratic  leader  be  reserved 
for  his  use  later  today. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  PROXMIRE.  I  will  follow  the 
Senator  from  Florida. 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida. 


A  MATTER  OF  SURVIVAL 

Mrs.  HAWKINS.  Mr.  President,.  Vice 
President  Bush  recently  raised  the 
question  of  the  death  penalty  for 
large-scale  narcotics  traffickers.  "I 
don't  think  the  death  penalty  is  unrea- 
sonable," the  Vice  President  said  in  an 
interview  with  a  Boston  Herald  report- 
er. Mr.  Bush  described  drugs  as  a 
"great  threat  to  our  society.  Finding  a 
way  to  control  them  is  something  that 
must  be  done." 

The  Vice  President  is  a  wise  man, 
and  demonstrates  the  caliber  of  his 
wisdom  when  he  notes  that  leniency 
against  drug  use  has  contributed  to 
the  problem.  He  singles  out  drug  use 
in  sports  as  an  outstanding  example. 
There  has  been  a  pattern  of  leniency 
toward  drug  users  in  the  sports  frater- 
nity. It  is  something  that  has  been 


swept  imder  the  rug  for  too  long.  And 
it  also  is  a  fact  of  life  that  many  drug 
users  start  at  an  early  age  when  they 
are  influenced  by  the  behavior  of  pro- 
fessional athletes. 

Narcotics  trafficking  is  the  most  des- 
picable of  crimes  and  the  punishment 
should  fit  the  crime!  We  have  slapped 
the  wrists  of  the  drug  smugglers  for 
too  long.  They  should  be  stripped  of 
all  profits  derived  from  their  slimy 
and  very  profitable  business.  Any  ma- 
terial thing  that  has  been  acquired  as 
a  result  of  dealing  in  narcotics  should 
be  confiscated. 

When  you  talk  about  property  sei- 
zure, you  are  talking  about  homes,  you 
are  talking  about  cars,  you  are  talking 
about  planes,  boats,  and  all  kinds  of 
vehicles  used  in  moving  drugs  from 
one  place  to  another.  Seizure  should 
result  in  hardships  to  the  families  of 
narcotics  dealers.  If  a  dealer  cared 
enough  for  his  family  and  their  wel- 
fare, he  would  not  be  in  the  drug  busi- 
ness in  the  first  place.  The  profit 
motive  must  be  removed  entirely  from 
drug  dealing. 

Most  States,  realizing  the  menace 
posed  by  drugs,  have  toughened  the 
sentences  for  drug  convictions.  The 
Federal  drug  laws  have  shown  a  pat- 
tern of  gradually  cracking  down  tight- 
er on  drug  violators.  Longer  sentences 
with  less  possibility  of  early  parole  is 
the  order  of  the  day.  But  the  question 
remains— what  can  you  do  to  dissuade 
traffickers  beyond  seizing  their  ill- 
gotten  gains  and  throwing  them  into 
jail?  The  temptations  to  deal  in  drugs 
remains  high— the  potential  rewards 
so  great  that  people  are  attracted  to 
this  nefarious  business. 

Vice  President  Bush's  feelings  lend 
new  credence  to  the  position  that  per- 
haps we  should  consider  the  death 
penalty  for  major  drug  trafficking.  Im- 
mediately, there  are  those  who  would 
rise  to  note  that  capital  punishment  is 
not  a  particular  deterrent  to  murder. 
But  there  is  a  difference.  Most  mur- 
ders are  committed  in  a  moment  of 
passion.  There  is  heat  and  anger.  In 
some  cases,  longstanding  grievances 
are  involved.  Drug  dealers,  in  contrast, 
know  exactly  what  they  are  doing. 
Their  moves  are  cold  and  calculating. 
Their  goal  is  not  vengeance  or  injury 
to  someone  but  the  satisfaction  of 
greed.  Profit,  pure  and  simple.  The 
damage  narcotics  traffickers  inflict  on 
society  is  incalculable:  wrecked  health, 
destroyed  families,  lost  productivity 
and  corrupted  institutions.  What 
measures  should  we  take  to  discourage 
people  from  trafficking  in  drugs? 

A  society  has  the  right,  and  indeed 
the  obligation,  to  exist  and  to  take 
whatever  steps  are  necessary  to  insure 
its  continued  existence.  It's  a  simple 
matter  of  survival. 

I  yield  the  floor. 
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ROUTINE  MORNING  BUSINESS 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  there  will  now  be  a 
period  for  the  transaction  of  routine 
morning  business  not  to  extend 
beyond  10  a.m.,  with  statements  there- 
in hmited  to  5  minutes  each. 


HOW  DO  WE  TAKE  ADVANTAGE 
OP  THE  U.S.S.R.  NUKE  WEAP- 
ONS TEST  MORATORIUM? 

Mr.  PROXMIRE.  Mr.  President, 
what  are  the  implications  of  the 
Soviet  extension  of  their  unilateral 
suspensions  of  nuclear  weapons  test- 
ing that  began  August  6,  1985,  and  has 
now  been  extended  until  January  1, 
1987?  First,  have  the  Soviets  actually 
stopped  nuclear  testing  for  more  than 
a  year?  Have  they  violated  this  mora- 
torium? After  all.  the  moratorium  has 
not  been  subject  to  any  U.S.  verifica- 
tion procedures  of  any  kind. 

How  do  we  know  the  Soviet  Union 
has  not  been  cheating?  How  do  we 
know  they  have  not  conducted  scores 
of  tests?  We  are  told  that  seismic  mon- 
itoring stations  in  Scandinavian  coun- 
tries can  detect  underground  explo- 
sions that  exceed  1  kiloton  within  the 
Soviet  Union.  We  are  also  told  that  ex- 
plosions of  less  than  a  single  kiloton 
would  have  no  military  significance.  Is 
this  true?  Ask  yourself:  Would  the  ad- 
ministration make  this  an  issue  if  the 
Soviets  had,  in  fact,  tested  nuclear 
weapons  during  this  13-month  morato- 
rium? The  administration  could.  They 
should.  They  would. 

Has  there  been  any  charge  by  any 
responsible  administration  official 
that  the  Soviet  Union  has  violated  its 
unilateral  suspension  of  nuclear  weap- 
ons testing  since  August  6,  1985?  No. 
This  Senator  hats  not  heard  such  a 
charge  from  any  source. 

Has  anyone  in  the  Defense  Depart- 
ment charged  that  the  Russians  could 
have  been  testing  nuclear  weapons  of 
significant  kilotonnage  in  actual  ex- 
plosions without  detection?  This  Sena- 
tor has  not  heard  it.  If  there  is  any 
evidence  of  this  kind,  let  us  have  it. 

The  fact  is,  Mr.  President,  that  there 
is  every  reason  to  believe  that  for 
more  than  a  year,  the  Soviet  Union 
has  not  conducted  a  single  nulcear 
weapons  test.  There  is  also  every 
reason  to  believe  that  the  Soviets  will 
continue  this  moratorium  at  least 
until  January  1.  1987. 

What  are  the  implications  of  this 
Soviet  absention  from  nuclear  weap- 
ons testing?  First,  it  means  that  the 
Soviets,  in  all  likelihood,  do  not  feel 
that  this  long  moratorium  will  have  an 
important  adverse  effect  on  their  na- 
tional security  or  on  the  credibility  of 
their  deterrent.  Second,  it  means  that 
by  next  January,  our  country  will 
have  nearly  1V4  years  advantage  over 
the  Soviet  Union  in  the  testing  of  nu- 
clear weapons  which  is  essential  to 


proving  new  research  on  these  weap- 
ons. 

Keep  in  mind  that  at  the  time  the 
Soviet  Union  stopped  testing,  the 
United  States  was  already  well  ahead 
in  nuclear  weapons  technology— ac- 
cording to  our  own  Under  Secretary  of 
Defense  for  Research  and  Develop- 
ment. The  Undersecretary  informed 
the  Congress  in  1985— shortly  before 
the  Soviet  moratorium  on  testing 
began— that  the  United  States  was 
either  ahead  of  or  tied  with  the  Soviet 
Union  in  every  one  of  the  most  impor- 
tant nuclear  weapons  technologies. 
The  Soviet  Union  was  ahead  in  none. 
Since  then,  our  researchers  have  had 
more  than  a  year  to  advance  their 
technology  even  further.  It  is  also  a 
fact  that  the  United  States  had  initiat- 
ed far  more  nuclear  weapons  test  ex- 
plosions than  the  Soviet  Union  even 
before  the  Soviets  ceased  their  testing. 

What  does  all  this  mean  for  the 
wisdom  of  U.S.  negotiations  with  the 
Soviet  Union  to  stop  further  nuclear 
weapons  testing?  It  means  we  can  stop- 
testing  on  both  sides  with  the  absolute 
assurance  that  the  United  States  has  a 
clear  and  decisive  technological  lead  in 
nuclear  weapons  research  and  testing. 
We  freeze.  We  stop  testing  when  we 
are  ahead.  And  what  does  that  do?  It 
solidifies  our  advantage  in  concrete. 
Neither  side  can  test.  Neither  side  can 
move  the  lethal,  devastating  effect  of 
nuclear  weapons  ahead  further  by  the 
testing  that  is  quintessential  to  effec- 
tive nuclear  weapon  technology  ad- 
vance. If  we  stop  nuclear  weapons  test- 
ing now,  we  end  this  crucial  element  of 
the  nuclear  arms  race.  We  end  the  nu- 
clear weapon  technology  arms  race. 

If  there  can  be  a  winner  in  this  race, 
it  is  us.  That  is  reason  enough  to  nego- 
tiate a  test  ban  treaty.  But  there  is  an 
element  here  that  should  satisfy  the 
most  cynical  hawk.  We  stop  the  test- 
ing when  we  are  clearly  ahead.  We 
stop  the  testing  when  we  have  had 
nearly  I'/a  years  to  further  advance 
our  advantage.  Mr.  President,  there  is 
no  way  we  can  gain  by  refusing  to  take 
advantage  of  this  golden  opportunity. 
Just  think  of  it.  We  serve  the  cause  of 
peace  in  this  terribly  dangerous  nucle- 
ar age  by  ending  the  technological  nu- 
clear arms  race.  And  best  of  all,  we  do 
it  at  a  time  when  our  country  is 
ahead— so  we  perpetuate  our  advan- 
tage. We  freeze  it. 

Does  this  mean  the  negotiations  will 
be  easy  or  automatic?  Certainly  not. 
We  can  and  should  insist  that  verifica- 
tion be  absolute.  We  should  insist  on 
the  stationing  of  seismic  monitoring 
stations  through  the  Soviet  Union.  We 
should  insist  on  on-the-spot,  unan- 
nounced inspections  of  any  suspicious 
indications  of  explosions  in  the  Soviet 
Union.  We  should  promptly  turn  to 
the  extension  of  this  ban  to  other  na- 
tions, including  all  the  present  ac- 
knowledged nuclear  powers  and  poten- 
tial nuclear  powers. 


We  have  a  golden  opportunity  here. 
Let  us  take  advantage  of  it. 


MYTH  OF  THE  DAY 

Mr.  PROXMIRE.  Mr.  President, 
there  are  two  prevailing  points  of  view 
among  many  experts  in  the  United 
States  on  the  subjects  of  terrorism  and 
nuclear  accidents  that,  at  their  core, 
are  based  on  mythology.  The  first  gen- 
erally accepted  viewpoint  is  that  nu- 
clear accidents  can't  happen  here. 
Sure  we  had  Three  Mile  Island  but  not 
one  life  was  lost.  Our  technology  is  su- 
perior to  the  Russians.  Chernobyl 
can't  happen  here. 

Likewise  the  United  States  has  es- 
caped serious  terrorist  attack.  This  has 
given  rise  to  the  perception,  also  a 
myth,  that  we  somehow  are  safe  from 
terrorist  actions. 

Both  related  and  commonly  held  po- 
sitions are,  unfortunately,  not  based 
on  fact. 

What  form  can  nuclear  terrorism 
take  in  this  country? 

Just  look  at  all  of  the  nuclear  power- 
plants  in  this  country  and  the  large 
number  of  nuclear  reactors  we  have  at 
our  universities  and  research  centers. 
Many  of  these  facilities  have  less  than 
adequate  physical  security  arrange- 
ments, which  in  many  cases  would  not 
deter  a  nuclear  terrorist  from  sabotag- 
ing them. 

According  to  Theodore  Taylor, 
former  Deputy  Director  of  the  U.S. 
Defense  Atomic  Support  Agency,  one 
possible  terrorist  scenario  could  be  the 
detonation  of  a  very  small  nuclear 
device  on  top  of  a  nuclear  waste  facili- 
ty causing  an  extraordinary  amount  of 
destruction. 

Mr.  President,  let  me  add  another 
possibility.  Not  all  weapons-grade  ura- 
nium and  Plutonium  in  this  country  is 
very  well  protected.  The  biggest  risk 
we  face  today,  where  these  materials 
are  concerned,  is  during  transport. 
Can  you  imagine  someone  actually 
stealing  weapons-grade  nuclear  mate- 
rials during  transport  on  the  open 
road?  Well,  it  could  happen. 


THE  NEW  GATT  ROUND 

Mr.  BAUCUS.  Mr.  President,  yester- 
day I  stated  that  the  GATT  [General 
Agreement  on  Tariffs  and  Trade] 
agenda  recently  agreed  to  in  Punta  del 
Este  was  a  good  begiiming. 

But  yesterday  I  was  able  to  review 
an  actual  copy  of  the  agenda  that  was 
agreed  to.  It  contains  a  troubling  pro- 
vision. 

The  agenda  seems  to  state  that  the 
less  developed  countries  do  not  have  to 
make  any  concessions  in  these  negotia- 
tions, if  those  concessions  might  hurt 
their  "development,  financial  or  trade 
needs." 
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Let  me  read  the  language.  This  is 
from  a  section  entitled  "General  Prin- 
ciples Governing  Negotiations;" 

The  developed  countries— that  is,  the 
United  States  and  other  developed  coun- 
tries—do not  expect  reciprocity  for  commit- 
ments made  by  them  in  trade  negotiations 
to  reduce  or  remove  tariffs  and  other  bar- 
riers to  the  trade  developing  countries,  i.e., 
the  developed  countries  do  not  expect  the 
developing  countries,  in  the  course  of  trade 
negotiations,  to  make  contributions  which 
are  inconsistent  with  their  individual  devel- 
opment, financial  and  trade  needs. 

Continuing  the  language  further: 
Developed  contracting  parties  shall  there- 
fore not  seek,  neither  shall  less-developed 
contracting  parties  be  required  to  make, 
concessions  that  are  inconsistent  with  the 
latters'  development,  financial  and  trade 
needs. 

That  is  a  lot  of  legal  language.  But  it 
means  that  the  LDC's  seem  to  have  it 
all  their  way.  They  do  not  have  to 
make  any  concessions— and  we  cannot 
ask  for  concessions— if  those  demands 
would  be  contrary  to  their  "develop- 
ment, financial  and  trade  needs." 

Let  me  explain  what  that  phrase 
means.  In  this  new  round,  the  United 
States  would  like  to  gain  access  to 
many  markets  in  the  LDC's,  including 
services,  computers,  agriculture,  and 
other  areas  where  the  United  States  is 
most  competitive. 

The  administration  has  stated  that 
these  are  their  highest  priorities  in 
the  new  round. 

But  under  this  agenda,  can  Brazil 
state  that  it  should  be  able  to  continue 
to  protect  its  computer  or  aircraft 
markets  because  it  is  necessary  for 
their  development  needs? 

Under  this  agenda,  can  developing 
countries  refuse  to  open  their  invest- 
ment and  banking  markets  because  it 
contradicts  their  financial  needs? 

Under  this  agenda,  can  Korea  refuse 
to  open  its  markets  to  United  States 
beef  exports  because  it  is  inconsistent 
with  their  trade  needs? 

This  GATT  agenda  language  seems 
to  say  "yes." 

Not  only  does  it  say  "yes,"  but  also, 
it  seems  to  say  that  the  United  States 
carmot  even  ask  to  have  them  open 
these  markets.  It  can't  be  discussed. 

Mr.  President,  that  is  not  the  under- 
standing that  we  in  the  Congress  have 
as  we  enter  this  new  round. 

One  of  our  primary  goals  in  entering 
this  new  round  is  to  open  these  mar- 
kets. If  we  cannot  even  ask  them  to 
open  them,  why  are  we  entering  this 
round  at  all? 

Let  me  be  clear.  I  know  that  in  past 
GATT  agreements,  the  LDC's  have  re- 
ceived a  special  status.  It  has  tradi- 
tionally been  understood  that  the  de- 
veloped countries  will  give  special  con- 
sideration to  the  LDC's  to  assist  their 
development. 

I  support  that  approach  up  to  a 
point.  But  this  new  GATT  provision 
strikes  the  balance  too  far  the  other 
way. 


This  provision  says  that  the  LDC's 
have  to  give  up  nothing.  They  get  the 
whole  ball  of  wax. 

It  not  only  says  that  we  will  tie  our 
hands  behind  our  backs,  but  that  we 
will  not  try  to  untie  them. 

I  think  I  siieak  for  most  of  my  col- 
leagues in  saying  that  that  approach  is 
not  acceptable.  We  will  not  accept  a 
final  agreement  in  which  the  LDC's 
have  made  no  concessions. 

Mr.  President,  I  would  like  to  ask  for 
two  things  today. 

First,  I  would  like  the  administra- 
tion formally  to  explain  to  the  Con- 
gress the  meaning  of  this  provision  in 
the  agenda. 

Congress  will  be  asked  before  long  to 
determine  whether  to  grant  fast-track 
authority  to  the  administration  to  ne- 
gotiate this  new  round.  My  colleagues 
will  not  want  to  grant  fast-track  au- 
thority unless  they  can  be  assured 
that  the  United  States  will  not  be  sold 
down  the  river  in  these  negotiations. 

We  deserve  an  explanation. 

Second,  I  want  to  send  a  clear  mes- 
sage to  the  LDC's.  This  Congress  will 
not  approve  of  any  agreement  in 
which  the  LDC's  refuse  to  make  con- 
cessions on  the  basis  that  those  con- 
cessions are  inconsistent  with  their 
"development,  financial,  and  trade 
needs." 

All  countries— developed  and  devel- 
oping—must demand  concessions  as 
part  of  the  negotiating  process. 

I  note  that  the  provision  after  the 
one  I  have  cited  states  that  LDC's  rec- 
ognize that  their  capacity  to  make 
concessions  will  increase  as  their 
economies  progress. 

I  expect  the  LDC's  to  live  up  to  that 
commitment  sooner  rather  than  later. 
And  I  would  expect  that  the  final 
agreement  would  reflect  the  develop- 
ment these  countries  already  have 
achieved. 

Mr.  President,  this  GATT  round 
cannot  be  a  one-way  street.  Both  sides 
must  give,  but  this  provision  looks  like 
unilateral  disarmament. 

Mr.  President,  for  years.  GATT  has 
proceeded  on  the  basis  that  open  trade 
benefits  all  nations.  That  principle  is 
just  as  valid  today. 

But  that  principle  requires  that  all 
countries  open  their  markets.  To  carve 
out  certain  exceptions  for  certain 
groups  of  countries  undermines  the 
entire  GATT  framework. 

Before  we  go  any  further  with  this 
GATT  round,  we  need  an  explanation 
of  the  meaning  of  this  provision. 

Benjamin  Franklin  once  said.  "A 
good  begiruiing  begets  a  good  ending." 

Mr.  President,  we  need  some  expla- 
nations of  this  provision.  Otherwise, 
this  uncertain  beginning  will  beget  a 
horrible  ending. 


D  1000 

SUPERFTTND 

Mr.  LAUTENBERG.  Mr.  President, 
the  Superfund  Program  is  facing  an- 
other crisis.  With  adjournment  draw- 
ing near,  and  the  conference  on  the 
Superfund  reauthorization  bill  still 
unresolved,  we  face  the  unacceptable 
prospect  of  closing  the  99th  Congress 
without  enacting  a  bill  to  expand  and 
renew  this  program. 

Mr.  President,  members  of  the 
Senate  Environment  and  Public  Works 
Committee  have  committed  almost  3 
years  of  work  to  renewing  and  reshap- 
ing the  Superfund  Program.  In  1984, 
luiowlng  that  it  would  be  a  complicat- 
ed and  contentious  effort,  our  commit- 
tee, under  the  distinguished  leader- 
ship of  Senator  Stafford,  reported  a 
bill  to  the  Senate  for  consideration. 
That  bill  was  never  scheduled  for-floor 
action,  because  the  administration  op- 
posed moving  ahead  with  a  bill  at  that 
time. 

It  is  now  2  years  later,  and  we  still 
do  not  have  a  bill.  The  House  and 
Senate  both  approved  Superfund  legis- 
lation in  1985,  but  no  conference  met 
on  the  bill  imtil  February  1986.  The 
conference  of  the  programmatic  provi- 
sions of  the  Superfund  bill  was  com- 
pleted, after  6  months  of  intense  meet- 
ings, in  July.  But,  the  tax  provisions  of 
the  bill  are  still  pending  in  conference. 

Mr.  President,  Superfund  has  sur- 
vived over  the  past  year  on  a  series  of 
interim  funding  measures.  EPA  Ad- 
ministrator Lee  Thomas  has  sounded 
the  alarm.  Without  an  infusion  of 
funds,  or  a  bill  approved  by  the  Con- 
gress, he  will  have  to  take  irrevocable 
action.  He  will  have  to  cancel  existing 
contracts  for  work  at  Superfund  sites 
threatening  our  capability  to  get  this 
job  done,  as  contractors  lay  off  skilled 
engineers  and  workers  and  they  scat- 
ter to  the  wind.  At  the  end  of  October, 
work  at  over  100  remedial  projects 
across  this  Nation  will  stop. 

Mr.  President,  the  Superfund  Pro- 
gram is  in  danger  of  dying.  With  the 
99th  Congress  coming  to  a  close,  we 
must  make  it  a  top  priority  to  renew 
this  program,  and  provide  funding  for 
it.  before  we  leave  for  the  year.  What 
we  do  will  have  an  impact  on  this  Na- 
tion's enviromnent  for  years  to  come. 

Will  we  have  a  nation  of  Timers 
Beaches  and  of  Lipari's  or  will  we  have 
a  commitment  to  rigorous  cleanups? 
Will  we  expose  our  citizens  to  the  risks 
of  chemical  releases  or  will  we  insure 
that  they  have  the  right  to  know 
about  chemicals  in  their  communities, 
and  how  to  respond  in  the  event  of  a 
chemical  release?  Will  we  clean  up  the 
900  abandoned  toxic  waste  sites  on  the 
Superfund  national  priority  list,  or 
will  we  turn  our  backs  on  these 
threats  to  the  environment  and  public 
health? 
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Mr.  President,  continued  stop-gap 
funding  for  Superfund,  if  it  can  even 
be  provided  at  this  late  date,  is  not  the 
way  to  deal  with  this  problem.  We 
need,  instead,  to  enact  the  conference 
report  on  H.R.  2005,  which  includes 
important  reforms  in  Superfund 
Progam.  We  need  to  provide  for  an  eq- 
uitable and  effective  financing  mecha- 
nism to  fund  the  program  to  its  au- 
thorized level  of  $9  billion. 

Mr.  President,  there  is  a  lot  at  stake 
in  this  bill.  Many  of  us  spent  years  in 
writing  it.  We  worked  with  all  affected 
parties— from  local  officials,  to  com- 
munity groups,  to  environmental  and 
industry  groups.  There  is  no  opposi- 
tion from  any  comer  to  the  program- 
matic provisions  in  this  bill.  These 
provisions  require  effective  cleanup 
standards,  so  that  money  is  not  wasted 
on  remedial  actions  that  do  not  do  the 
job.  They  set  up  community  notifica- 
tion and  emergency  response  pro- 
grams. They  authorize  a  radon/indoor 
air  program.  The  conference  agree- 
ment also  provides  for  citizen  suits  a 
leaking  underground  storage  tank  pro- 
gram, preservation  of  State  taxing  au- 
thority for  State  spill  funds,  credits 
for  work  done  by  our  States  at  cleanup 
sites,  and  a  list  of  other  environmental 
protections  too  long  to  document  here. 

Mr.  President,  what  prevents  final 
passage  of  these  historic  provisions  is 
the  need  to  complete  action  on  the 
revenue  provisions.  As  we  know,  be- 
cause of  their  work  on  tax  reform,  the 
tax  conferees  have  not  been  able  to 
reach  an  agreement  on  these  provi- 
sions. On  Monday,  I  joined  with  28 
other  Members  of  the  Senate  urging 
action  on  the  tax  title  now  that  work 
has  been  completed  on  the  tax  reform 
bill.  It  is  my  understanding  that  the 
tax  conferees  on  the  Superfund  bill 
are  scheduled  to  meet  this  morning. 
and  that  is  welcome  news. 

Mr.  President,  I  hope  those  delibera- 
tions can  be  completed  quickly,  and 
that  we  can  take  up  the  conference 
report  on  Superfund  within  days. 

The  time  is  now.  The  stakes  are 
high.  And  the  goal  is  clear:  Let  us 
enact  a  strong,  enlarged,  and  improved 
Superfund  Program  and  get  on  with 
the  task  of  cleaning  up  the  abandoned 
waste  sites  that  dot  my  State  and 
others  across  the  Nation. 


EDUCATION      OP      THE      HANDI- 
CAPPED ACT  AMENDMENTS 

Mr.  STAFFORD.  Mr.  President,  I 
ask  the  Chair  to  lay  before  the  Senate 
a  message  from  the  House  of  Repre- 
sentatives on  S.  2294. 

The  legislative  clerk  laid  before  the 
Senate  the  amendment  of  the  House 
of  Representatives  to  the  bill  (S.  2294) 
to  reauthorize  certain  programs  under 
the  Education  of  the  Handicapped 
Act,  to  authorize  an  early  intervention 
program  for  handicapped  infants,  and 
for  other  purposes. 


(The  amendment  of  the  House  is 
printed  in  the  Record  of  September 
22,  1986,  beginning  at  page  25187.) 

Mr.  WEICKER.  Mr.  President,  on 
behalf  of  myself,  Mr.  Hatch,  Mr.  Staf- 
ford, Mr.  Kerry,  Mr.  Kennedy,  and 
Mr.  Simon,  I  rise  to  urge  the  passage 
of  S.  2294  as  amended  by  the  House. 
In  the  absence  of  a  conference  report 
on  this  legislation,  we  make  this  joint 
statement  as  members  of  the  Subcom- 
mittee on  the  Handicapped  and  co- 
sponsors  of  the  original  S.  2294.  Fur- 
ther, we  would  like  to  commend  our 
colleagues  on  the  House  side,  particu- 
larly Representative  Pat  Williams, 
for  taking  action  on  this  critical  legis- 
lation. 

On  June  6,  the  Senate  unanimously 
passed  S.  2294,  the  Education  of  the 
Handicapped  Amendments  of  1986  to 
amend  and  extend  the  discretionary 
programs  under  the  Education  of  the 
Handicapped  Act  for  an  additional  3 
years  and  to  create  a  new  program  of 
early  intervention  services  for  handi- 
capped children  beginning  at  birth. 
The  bill  before  us  represents  House 
consideration  of,  and  response  to,  the 
Senate-passed  bill.  Because  the  under- 
lying goals  of  S.  2294  have  been  re- 
tained by  the  House  and  are  embodied 
in  S.  2294  as  amended,  the  bill  has  our 
full  support. 

Although  the  legislation  now  before 
us  differs  structurally  from  the 
Senate-passed  S.  2294,  let  us  make  it 
crystal  clear  that  in  terms  of  congres- 
sional intent  regarding  the  provision 
of  services  to  handicapped  infants, 
toddlers,  and  young  children,  the  two 
bills  are  not  different. 

Rrst,  with  regard  to  the  provision  of 
special  education  and  related  services 
to  handicapped  children  from  ages  3 
to  5.  both  bills  establish  a  mandate  for 
serving  these  handicapped  children, 
while  differing  in  terms  of  the  funding 
formula  and  the  length  of  time  allow- 
able for  the  State  to  phase  in  its  pro- 
gram. This  new  funding  formula  was 
developed  by  the  American  Associa- 
tion of  School  Administrators,  and  is 
described  in  detail  in  the  House  com- 
mittee report  on  this  bill.  Although  it 
is  true  that  the  Senate  bill  established 
a  mandate  for  services  to  handicapped 
children  between  the  ages  of  3  and  5 
by  lowering  the  mandate  under  Public 
Law  94-142,  we  firmly  believe  that  the 
end  product  of  the  House  amendments 
will  be  the  same.  With  the  very  strong 
finsincial  incentives  provided  in  the 
bill  to  serve  these  children,  we  are  con- 
fident that  all  the  Nation's  handi- 
capped preschool  children  will  have 
the  special  educational  services  they 
need. 

Second,  with  regard  to  the  establish- 
ment of  a  new  program  of  comprehen- 
sive early  intervention  services  for 
handicapped  infants,  both  House  and 
Senate  versions  of  S.  2294  reflect  our 
commitment  to  ensuring  that  such 
services  will  be  available  to  all  eligible 


children  by  the  end  of  the  4-year 
phase-in  period.  The  bill  before  us 
today  establishes  a  policy  of  assistance 
to  States  to  develop  and  implement 
programs  of  early  intervention  serv- 
ices to  handicapped  infants,  toddlers, 
and  their  families. 

Many  of  these  programs  include  pro- 
visions found  so  successful  in  serving 
the  school-aged  handicapped  child, 
such  as  parent  participation,  individ- 
ualized intervention  plans,  interdisci- 
plinary decisionmaking,  and  procedur- 
al safeguards. 

Both  the  House-  and  Senate-passed 
bills  specify  that  these  early  interven- 
tion services  shall  be  at  no  cost  to  par- 
ents to  the  extent  not  inconsistent 
with  Federal  or  State  law.  This  is  not 
intended  to  signal  congressional  toler- 
ation of  undue  financial  burdens  on 
parents.  States  participating  in  this 
program  accept  responsibility  for  pro- 
viding early  intervention  services.  This 
legislation  recognizes  that  universal 
access  to  services  gives  the  State— not 
the  parents— the  chief  financial  re- 
sponsibility for  the  provision  of  serv- 
ices required  by  the  act.  The  services 
required  by  this  act  must  be  made 
available  to  handicapped  infants  and 
toddlers  on  the  basis  of  their  need  and 
not  on  the  basis  of  a  family's  ability  to 
pay.  It  must  be  understood  that  the 
act  bars  the  reliance  on  such  laws  if 
they  create  a  financial  barrier  to  in- 
fants receiving  the  required  services. 

By  amending  the  Education  of  the 
Handicapped  Act  to  provide  authority 
for  a  program  of  early  intervention 
services,  Congress  recognizes  and  em- 
phasizes the  critical  relationship  be- 
tween development  and  learning. 
There  is  now  clear  and  convincing  evi- 
dence that  early  intervention  reduces 
the  need  for  special  education  once  a 
child  reaches  school  age.  A  reduced 
need  for  special  education  means  an 
increased  opportunity  for  interaction 
between  handicapped  and  nonhandi- 
capped  children  and  youth;  an  in- 
creased opportunity  for  independence 
and  self-sufficiency  in  adulthood;  and 
a  substantial  reduction  in  the  cost  of 
education  for  handicapped  students. 

A  primary  purpose  of  early  interven- 
tion relates  to  educational  need;  how- 
ever, the  legislation  we  are  considering 
today  recognizes  that  educational  serv- 
ices do  not  exist  in  isolation  from 
other  necessary  services,  such  as 
health  and  social  services.  Just  as  de- 
velopmental readiness  for  school  is  not 
limited  to  cognitive  development,  early 
intervention  is  not  limited  to  educa- 
tion alone.  Rather,  early  intervention 
means  a  combination  of  services  de- 
signed to  meet  the  needs  of  a  handi- 
capped infant  or  toddler  across  a 
range  of  developmental  domains. 
There  can  be  no  doubt  about  the  ap- 
propriateness or  viability  of  this 
policy.  The  establishment  of  this 
policy  is  grounded  in  special  education 
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and  child  development  research  and 
brings  Federal  law  in  line  with  con- 
temporary best  practices  in  special 
education. 

We  also  recognize  the  value  of  public 
input  with  respect  to  all  of  the  policies 
constituting  the  statewide  system  of 
service  delivery,  particularly  with  re- 
spect to  the  definition  of  eligible  chil- 
dren. 

It  is  our  belief  that  an  individualized 
program  of  early  intervention  services 
will  greatly  enhance  the  educational 
prognosis  for  handicapped  children. 
Ten  years  of  experience  with  Public 
Law  94-142  has  shown  what  education 
alone  can  do  to  ameliorate  the  effects 
of  handicapping  conditions. 

Not  unlike  part  B  of  the  act.  com- 
monly known  as  Public  Law  94-142, 
the  new  early  intervention  program 
contains  procedural  safeguards  to 
ensure  that  handicapped  infants  and 
toddlers  receive  services  based  upon 
individual  need.  Although  States  are 
given  flexibility  in  providing  for  the 
speedy  resolution  of  disputes,  parents 
are  entitled  to  have  their  complaint 
heard  by  an  impartial  individual.  Such 
an  individual  should  be  independent  of 
any  agency  providing  services.  Of 
course,  the  remedies  provided  to  par- 
ents under  this  part  are  in  no  way 
meant  to  be  exclusive  of  any  other 
remedies  parents  of  handicapped  chil- 
dren, including  infants  and  toddlers, 
may  have  under  other  Federal  laws. 
Moreover,  the  bill  allows  court  actions 
by  parties  aggrieved  by  the  findings  of 
the  complaint  resolution  process. 

We  note,  however,  that  there  are  cir- 
cvunstances  comparable  to  the  excep- 
tion recognized  under  part  B  in  which 
exhaustion  of  administrative  remedies 
would  not  be  required:  For  example, 
where  immediate  action  is  necessary 
to  protect  the  child's  health  or  where 
it  would  be  futile  to  use  the  adminis- 
trative proceedings,  such  as  where  the 
dispute  is  not  over  the  content  of  the 
individualized  family  service  plan  but 
rather  the  failure  to  provide  the  serv- 
ices contained  within  it.  Finally,  noth- 
ing in  this  section  should  be  construed 
to  prevent  or  delay  the  provision  of 
services  to  handicapped  infants  or  tod- 
dlers. We  wish  to  emphasize  that 
there  may  be  situations  in  which  inter- 
im services  are  required  pending  the 
resolution  of  a  complaint. 

Let  me  also  take  a  moment  to  note 
that  at  least  six  States  and  three  terri- 
tories are  currently  providing  special 
education  to  all  handicapped  children 
begiiming  at  birth.  In  these  States,  no 
single  agency  provides  all  services  to 
all  children.  Rather,  existing  service 
delivery  systems  represent  interde- 
pendence among  public  and  private  or- 
ganizations at  both  the  State  and  local 
level.  In  crafting  this  legislation,  we 
have  looked  carefully  at  what  the 
States  have  done  to  meet  the  needs  of 
handicapped  infants  and  toddlers.  In 
creating  a  new  Federal  discretionary 


grant  program,  the  Congress  does  not 
intend  to  disrupt  existing  efforts  in 
the  States.  However,  it  is  in  the  na- 
tional interest  to  assist  State  and  local 
efforts  in  this  regard  and  thereby  pro- 
mote a  policy  of  universal  access  to 
services  for  handicapped  infants  and 
toddlers. 

Some  opponents  of  this  legislation 
have  said  more  time  is  needed  to  ad- 
dress the  issues  involved  in  establish- 
ing this  new  Federal  program.  We 
reject  this  argxmient.  The  state  of  our 
knowledge  is  more  than  sufficient  to 
justify  this  new  commitment  of  Feder- 
al resources  to  those  who  need  our 
special  care.  This  is  not  to  say  that  we 
do  not  have  concerns  which  must  and 
shall  be  addressed  when  this  legisla- 
tion is  reauthorized.  Most  notably,  we 
are  concerned  about  program  account- 
ability and  fully  intend  for  the  alloca- 
tion of  funds  authorized  under  the 
new  early  intervention  program  be 
based  on  the  actual  number  of  infants 
and  toddlers  served  after  the  phase-in 
period  expires.  To  this  end,  the  bill 
amends  section  618  of  the  act  to  re- 
quire data  collection  on  the  numbers 
of  children  served.  We  believe  that 
tying  the  distribution  of  funds  to  the 
actual  number  of  children  served  is  a 
critical  component  of  program  ac- 
countability. 

The  bill  before  us  also  amends  and 
extends  the  discretionary  programs 
under  the  act  to  ensure  quality  early 
intervention,  special  education,  and  re- 
lated services  will  continue  to  be  avail- 
able to  handicapped  children.  I  will 
take  just  a  moment  to  highlight  some 
of  these  provisions. 

One  significant  provision  is  the  rec- 
ognized need  for  research  institutes  to 
carry  on  sustained  research.  If  we  are 
to  determine  what  are  cost-effective 
and  cost-beneficial  services,  sustained 
research  such  as  that  conducted  in  re- 
search institutes  is  essential. 

Another  significant  provision  ad- 
dresses the  training  of  teachers  who 
will  assist  secondary  special  education 
students  make  the  transition  from 
school-based  services  to  adult  services, 
including  employment.  Currently. 
most  secondary  special  education 
teachers  are  trained  to  utilize  a  class- 
room model  rather  than  a  community 
model.  Teachers  who  are  trained  and 
experienced  to  work  in  a  community 
environment  rather  than  a  traditional 
classroom  are  needed.  This  bill  pro- 
vides for  such  training. 

We  would  also  like  to  point  out  the 
very  timely  provisions  in  the  House 
amendment  designed  to  expand  the 
advancement  of  new  technology, 
media,  and  materials  in  the  education 
of  handicapped  students.  The  develop- 
ment and  utilization  of  such  technolo- 
gy holds  great  promise  in  circumvent- 
ing the  limitations  of  certain  handi- 
caps. The  new  part  G  of  the  act  will 
take  a  bold  step  in  this  direction. 


We  are  pleased  to  note  that  the  spe- 
cial needs  of  underserved  groups  have 
not  been  ignored  by  the  Congress.  For 
example,  the  House  committee  report 
on  the  measure  directs  the  Secretary 
to  pay  particular  attention  to  the 
needs  of  native  Hawaiian  and  Ameri- 
can Indian  children. 

Further,  we  wish  to  emphasize  that 
the  term  "special  education"  includes 
physical  education.  The  committee  re- 
ceived testimony  indication  that  many 
schools  were  not  including  physical 
education  services  in  students'  individ- 
ualized education  plan.  We  wish  to  un- 
derscore the  importance  of  physical 
education  as  a  part  of  special  educa- 
tion. 

Finally,  we  want  to  make  a  state- 
ment to  everyone  who  has  been  in- 
volved in  developing,  or  who  will  bene- 
fit from,  the  passage  of  this  landmark 
legislation— whether  parents,  educa- 
tors, handicapped  children,  or  those 
who  will  implement  the  program. 
Make  no  mistake  that  today  we  send  a 
message  to  the  handicapped  citizens  of 
our  Nation  that  their  needs  are  not 
going  to  be  sacrificed  at  the  altar  of 
budget  cuts  or  educational  reforms. 
And  remember,  too,  that  the  enact- 
ment of  this  legislation  does  not  signal 
the  culmination  of  all  congressional 
efforts  to  maintain  and  strengthen  our 
commitment  to  preschool  education 
and  early  Intervention  services  for 
handicapped  children.  Over  the  next 
several  years,  as  the  impact  of  the 
action  we  take  here  today  becomes 
clear,  we  will  be  watching  closely  to 
determine  what  improvements  need  to 
be  made  when  these  programs  are 
next  reauthorized. 

In  particular,  we  will  be  monitoring 
the  implementation  of  the  provisions 
in  the  bill  pertaining  to  special  educa- 
tion for  eligible  preschool  children  to 
ensure  that  its  implementation  results 
in  a  free,  appropriate  public  education 
to  all  handicapped  children  beginning 
at  age  3.  We  must— and  will— be  vigi- 
lant in  ensuring  that  the  servicea^ 
needed  to  maximize  our  handicapped 
children's  potential  for  growth  abd 
achievement  are  available  to  all  who 
need  them. 

Mr.  KERRY.  Mr.  President,  I  rise  in 
support  of  S.  2294,  the  Education  of 
the  Handicapped  Amendments  as 
amended  by  the  House  of  Representa- 
tives. 

Let  me  first  commend  the  distin- 
guished subcommittee  chairman.  Sen- 
ator Weicker,  for  his  leadership  on 
this  legislation  that  will  benefit  so 
many  handicapped  infants,  children, 
and  youth  and  their  ability  to  achieve 
a  quality  education. 

A  little  over  a  decade  ago.  Congress 
set  out  to  provide  quality  educational 
services  to  handicapped  children  in 
the  schools  by  enacting  what  we  know 
today  as  Public  Law  94-142.  Today's 
legislative  initiative  takes  that  success- 
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ful  law  one  step  further  and  offers 
States  great  incentives  which  will 
enable  them  to  serve  all  handicapped 
infants,  toddlers,  and  children.  Fur- 
thermore, Congress  has  provided  ade- 
quate funding  for  the  States  to  carry 
out  this  exciting  new  initiative  in  the 
1987  appropriations  bill. 

The  Senate  passed  on  EHA  reau- 
thorization in  June.  When  Congress 
returned  from  the  Augiist  recess,  I 
must  admit  I  was  concerned  that  we 
might  not  see  action  on  this  essential 
bill.  Fortunately,  in  the  past  2  weeks, 
the  House  of  Representatives  has  in- 
troduced, considered,  and  passed,  its 
version  of  S.  2294.  Mr.  President,  to- 
night the  Senate  has  an  opportunity 
to  finish  the  work  that  we  set  out  to 
do  when  we  introduced  this  legisla- 
tion. Because  the  Congress  will  be  ad- 
journing soon,  I  strongly  recommend 
that  the  Senate  accept  S.  2294  as 
amended  by  the  House.  By  accepting 
the  amended  House  version,  the 
Senate  will  forfeit  their  ability  to  con- 
ference differences  with  the  House 
bill,  as  well  as  the  opportunity  to  write 
a  conference  committee  report.  It  is 
for  this  reason  that  I  overwhelmingly 
endorse  the  comments  of  my  distin- 
guished colleague  from  Connecticut 
which,  delivered  on  behalf  of  myself, 
the  Democrats  on  the  Subcommittee 
on  the  Handicapped,  and  others,  are 
designed  to  establish  legislative  histo- 
ry on  this  bill. 

I  strongly  urge  my  colleagues  to  join 
with  me  tonight  and  unanimously  pass 
this  critical  legislation. 

I  understand  that  during  consider- 
ation of  S.  2294  by  the  House,  a  provi- 
sion contained  in  the  Senate  bill  was 
not  included  in  the  House  amendment 
pertaining  to  the  authority  for  staff  of 
parent  training  centers  to  assist  par- 
ents directly  in  activities  under  part  B 
of  the  Education  of  the  Handicapped 
Act. 

The  intent  of  the  Senate  provision 
in  this  regard  was  to  clarify  current 
law  with  respect  to  this  authority.  Is 
that  correct? 

Mr.  WEICKER.  The  Senator  is  cor- 
rect. Information  had  been  provided  to 
the  Subcommittee  on  the  Handi- 
capped indicating  that  there  had  been 
some  confusion  with  respect  to  this 
authority. 

Mr.  KERRY.  Further,  is  it  your  im- 
derstanding  that  current  law  permits 
staff  of  parent  training  centers  to 
assist  parents  in  activities  under  part 
B,  and  that  therefore,  the  Senate  pro- 
vision was  viewed  as  unnecessary? 

Mr.  WEICKER.  That  is  correct. 
There  has  been  no  change  in  Federal 
policy  since  this  program  was  created 
in  1983.  As  originally  intended,  these 
programs  were  designed  to  assist  par- 
ents participate  effectively  with  pro- 
fessionals in  recognizing  and  address- 
ing the  special  educational  needs  of 
handicapped  children.  For  example, 
should  parents  need  a  staff  person  to 


accompany  them  to  any  meeting  with 
school  officials  regarding  the  provision 
of  services  to  their  child,  this  legisla- 
tion clearly  permits  them  to  do  so. 

Mr.  KERRY.  I  thank  the  Senator 
from  Connecticut  for  this  clarification. 

Mr.  STAFFORD.  Mr.  President,  I 
move  that  the  Senate  concur  in  the 
House  amendments  to  S.  2294. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  motion  of  the 
Senator  from  Vermont? 

Mr.  BYRD.  There  is  no  objection. 

The  motion  was  agreed  to. 

Mr.  STAFFORD.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  motion  was  adopted. 

Mr.  BYRD.  Mr.  President,  I  move  to 
lay  the  motion  to  reconsider  on  the 
table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


REPRESENTATION  AND  TESTI- 
MONY OF  FORMER  SENATE 
EMPLOYEES 

Mr.  STAFFORD.  Mr.  President,  I 
send  to  the  desk  a  resolution  and  ask 
for  its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  assistant  legislative  clerk  read 
as  follows: 

A  resolution  (S.  Res.  493)  to  authorize  the 
production  of  documents  by  the  Senate  Per- 
manent Subcommittee  on  Investigations. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  present  consid- 
eration of  the  resolution? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  resolution. 

Mr.  DOLE.  Mr.  President,  at  the  re- 
quest of  the  chairman  of  the  Perma- 
nent Subcommittee  on  Investigations, 
Mr.  Roth,  the  U.S.  attorney  for  the 
District  of  Columbia  is  conducting  an 
investigation  of  possible  misuse  of  sub- 
committee funds  by  a  former  staff 
member.  In  that  regard,  the  U.S.  at- 
torney has  asked  the  subcommittee 
for  access  to  certain  relevent  docu- 
ments. 

Both  Senator  Roth  and  Senator 
NuNN,  the  ranking  minority  member 
of  the  subcommittee,  would  like  to  be 
able  to  respond  to  such  a  request.  This 
resolution  would  so  authorize  the 
chairman  and  ranking  minority 
member,  acting  jointly,  to  provide  the 
requested  documents. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  resolu- 
tion. 

The  resolution  (S.  Res.  493)  was 
agreed  to. 

The  preamble  was  agreed  to. 

The  resolution,  with  its  preamble, 
reads  as  follows: 

S.  Res.  493 
Whereas,  the  Permanent  Subcommittee 
on  Investigations  of  the  Committee  on  Gov- 
ernmental Affairs  possesses  documents  re- 
lating to  the  financial  activities  of  the  sub- 
committee; 


Whereas,  the  United  States  Attorney  for 
the  District  of  Columbia  has  requested 
access  to  certain  of  those  records  to  assist 
him  in  fulfilling  his  own  investigatory  re- 
sponsibilities; 

Whereas,  by  the  privileges  of  the  Senate 
of  the  United  States  and  Rule  XI  of  the 
Standing  Rules  of  the  Senate,  no  evidence 
under  the  control  or  in  the  possession  of  the 
Senate  can.  by  the  administrative  or  judicial 
process,  be  taken  from  such  control  or  pos- 
session but  by  permission  of  the  Senate; 

Whereas,  when  it  appears  that  documents, 
papers,  and  records  under  the  control  or  in 
the  possession  of  the  Senate  are  needed  in 
any  investigation  for  the  promotion  of  jus- 
tice, the  Senate  will  take  such  action  as  will 
promote  the  ends  of  justice  consistent  with 
the  privileges  and  rights  of  the  Senate:  Now, 
therefore,  be  it 

Resolved,  That  the  chairman  and  ranking 
minority  member  of  the  Permanent  Sub- 
committee on  Investigations,  acting  jointly, 
are  authorized  to  provide  to  the  United 
States  Attorney  for  the  District  of  Colum- 
bia pertinent  records  relating  to  the  sub- 
committee's financial  affairs  for  the  years 
1980-1986. 

Mr.  STAFFORD.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  resolution  was  agreed  to. 

I  move  to  lay  that  motion  on  the 
table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


REPRESENTATION  AND  TESTI- 
MONY OF  FORMER  SENATE 
EMPLOYEE 

Mr.  STAFFORD.  Mr.  President,  I 
send  another  resolution  to  the  desk  on 
behalf  of  Senator  Dole  and  Senator 
Byrd  and  ask  for  its  immediate  consid- 
eration. 

The  PRESIDING  OFFICER.  Is 
there  objection?  If  not,  the  clerk  will 
report. 

The  assistant  legislative  clerk  read 
as  follows: 

A  resolution  (S.  Res.  494)  to  direct  the 
Senate  Legal  Counsel  to  represent  and  to 
authorize  the  testimony  of  former  Perma- 
nent Subcommittee  on  Investigations  em- 
ployee in  the  case  of  William  E.  Brock 
versus  Prank  Gerace,  et  al. 

The  Senate  proceeded  to  consider 
the  resolution. 

Mr.  DOLE.  Mr.  President,  two 
former  employees  of  the  Senate  Per- 
manent Subcommittee  on  Investiga- 
tions, David  Faulkner  and  Michael 
Eberhardt,  have  been  subpoenaed  for 
deposition  testimony  and  the  produc- 
tion of  documents  by  the  defendants 
in  a  civil  action  now  before  the  Feder- 
al District  Court  in  New  Jersey.  The 
case.  Brock  versus  Gerace.  involves  al- 
legations of  ERISA  violations  which 
were  also  the  subject  of  an  investiga- 
tion by  the  subcommittee. 

This  resolution  would  direct  the 
Senate  Legal  Counsel  to  represent 
both  former  employees  in  the  matter 
as  well  as  authorize  them  to  testify, 
though  only  if  consistent  with  the 
privileges  of  the  Senate.  Mr.  Presi- 
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dent,  I  move  adoption  of  the  resolu- 
tion. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  resolu- 
tion. 

The  resolution  (S.  Res.  494)  was 
agreed  to. 

The  preamble  was  agreed  to. 

The  resolution,  with  its  preamble, 
reads  as  follows: 

S.  Res.  494 
Whereas,  in  the  case  of  William  E.  Brock 
V.  Fronfc  Gerace,  et  aL  Civil  Action  No.  85- 
3669,  pending  In  the  United  States  District 
Court  for  the  District  of  New  Jersey,  the  de- 
fendants have  obtained  subpoenas  for  the 
testimony  of  David  Faulkner  and  Michael  C. 
Eberhardt.  former  employees  of  the  Perma- 
nent Subcommittee  on  Investigations  of  the 
Committee  on  Governmental  Affairs; 

Whereas,  pursuant  to  sections  ^OSCa)  and 
704(a)(2)  of  the  Ethics  In  Government  Act 
of  1978,  2  U.S.C.  288b(a)  and  288cfa)(2) 
(1982),  the  Senate  may  direct  its  counsel  to 
represent  former  employees  of  the  Senate 
with  respect  to  subpoenas  Issued  to  them  in 
their  official  capacity; 

Whereas,  by  the  privileges  of  the  United 
States  Senate  and  Rule  XI  of  the  Standing 
Rules  of  the  Senate,  no  evidence  under  the 
control  or  In  the  possession  of  the  Senate 
can,  by  the  judicial  process,  be  taken  from 
such  control  or  possession  but  by  permission 
of  the  Senate; 

Whereas,  when  it  appears  that  testimony 
of  former  employees  of  the  Senate  Is  or  may 
be  needful  for  use  in  any  court  for  the  pro- 
motion of  justice,  the  Senate  will  take  such 
action  as  will  promote  the  ends  of  justice 
consistent  with  the  privileges  and  rights  of 
the  Senate:  Now,  therefore,  be  it 

Resolved,  That  the  Senate  Legal  Counsel 
is  directed  to  represent  David  Faulkner  and 
Michael  C.  Eberhardt  In  the  case  of  William 
E.  Brock  V.  Frank  Gerace,  et  aL. 

Sec  2.  That  David  Faulkner  and  Michael 
C.  Eberhardt  are  authorized  to  testify  In  the 
case  of  William  E.  Brock  v.  Frank  Gerace,  et 
aL,  except  concerning  matters  which  are 
privileged  and  subject  to  a  determination 
that  they  have  relevant  information  which 
is  not  so  protected  from  disclosure. 

Mr.  STAFFORD.  I  move  to  reconsid- 
er the  vote  by  which  the  resolution 
was  agreed  to. 

Mr.  SYMMS.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


TRIBUTE  TO  DR.  A.G.  GASTON 
Mr.  DENTON.  Mr.  President,  it  is 
my  honor  to  stand  before  the  Senate 
today  to  pay  tribute  to  Dr.  A.G. 
Gaston,  a  fellow  Alabamian,  on  the  oc- 
casion of  his  receipt  of  the  sixth 
Living  For  America  Award.  The  fact 
that  Dr.  Gaston  is  the  first  black  re- 
cipient of  this  award  pays  tribute  to 
his  efforts  to  bring  about  equality  for 
persons  of  all  races  in  Alabama  and 
the  rest  of  the  Nation;  it  is  also  great 
testimony  to  the  wisdom  of  those  who 
present  the  annual  award— the  Selma- 
Dallas  County  Chamber  of  Commerce 
and  the  Alabama  Tourism  and  Travel 
Bureau. 


As  a  former  winner  of  the  award 
myself,  I  am  deeply  honored  to  be  in 
the  same  company  as  Dr.  Gaston,  a 
man  who  has  worlied  to  build  a  better 
Alabama  and  a  better  nation  for  the 
greater  part  of  his  94  years. 

Dr.  Gaston,  who  is  a  graduate  of  the 
Tuggle  Institute  and  the  recipient  of 
10  honorary  doctorates  from  several 
prestigous  colleges  and  universities, 
has  engaged  in  a  career  which  not 
only  brought  him  marlced  success  in 
the  business  world,  but  also  helped 
bring  about  great  social  change 
through  his  work  in  defending  civil 
rights  and  his  efforts  to  eliminate 
many  racial  barriers  in  Alabama  and 
the  Nation. 

Dr.  Gaston's  career  began  in  1923 
with  the  founding  of  the  Booker  T. 
Washington  Insurance  Co.  in  Birming- 
ham. With  less  than  $500  as  capital, 
his  perseverance  and  entrepreneurial 
spirit  transformed  this  initial  invest- 
ment into  a  business  empire  which 
now  controls  not  only  the  original  in- 
surance company,  but  also  the  A.G. 
Gaston  Home  for  Senior  Citizens, 
Vulcan  Realty  and  Investment  Corp., 
Citizens  Federal  Savings  Bank,  the 
Booker  T.  Washington  Broadcasting 
Co.,  and  four  other  companies  which 
he  founded— a  free  enterprise  empire 
valued  at  over  $35  million.  He  is,  in  the 
truest  sense,  a  great  American  success 
story. 

Despite  the  time  and  energies  re- 
quired of  the  chief  executive  of  such 
ventures.  Dr.  Gaston  never  lost  sight 
of  the  responsibility  to  serve  the  needs 
of  his  fellow  man. 

There  are  many  examples  of  his 
compassion  and  philanthropy.  In  1966, 
he  organized  the  A.G.  Gaston  Boys' 
Club,  leading  the  way  in  helping  to  fi- 
nance it  by  contributing  the  first 
$50,000  for  the  project. 

His  boys'  club  has  had  a  dramatic 
impact  in  the  city  of  Birmingham. 
Within  a  year  after  the  opening  of  the 
club,  the  Birmingham  Police  Depart- 
ment reported  a  50-percent  drop  in  ju- 
venile crime. 

Dr.  Gaston  currently  serves  on  the 
boards  of  no  fewer  than  26  civic  orga- 
nizations, associations,  and  commis- 
sions reflecting  a  broad  interest.  They 
include  the  Boy's  Clubs  of  America, 
the  United  Negro  College  Fimd,  Tus- 
kegee  Institute,  the  National  and  Bir- 
mingham Urban  League,  and  the 
American  Legion,  to  name  just  a  few. 
In  1954,  Dr.  Gaston  opened  the  A.G. 
Gaston  Motel,  later  to  play  a  major 
part  in  the  history  of  the  civil  rights 
movement  in  the  United  States.  When 
Dr.  Martin  Luther  King,  Jr.,  brought 
his  protest  movement  to  Birmingham 
in  1963,  the  A.G.  Gaston  Motel  served 
as  the  major  facility  that  housed  and 
fed  those  leading  the  demonstration. 

As  another  example  of  his  desire  to 
serve  the  members  of  the  black  com- 
munity. Dr.  Gaston  founded  the  Citi- 
zens Federal  Savings  &  Loan  Associa- 


tion, as  a  means  of  providing  a  finan- 
cial institution  that  could  lend  home 
mortgage  money  to  blacks  who  could 
not  borrow  from  other  financial  insti- 
tutions. 

Dr.  Gaston's  concern  for  elderly 
black  residents  of  Alabama  led  him  to 
found  the  A.G.  Gaston  Home  for 
Senior  Citizens.  With  this  effort.  Dr. 
Gaston  provided  a  first-rate  nursing 
home  to  meet  the  needs  of  the  black 
conuniuiity  when  there  were  no  other 
similar  institutions  to  t>e  found. 

Dr.  Gaston,  who  has  spent  his  life 
helping  and  encouraging  others  to 
excel,  has  never  allowed  race  to 
become  an  issue  in  one's  pursuit  of 
any  goal.  Dr.  Gaston  was  recently 
quoted  as  saying: 

You  hear  people  say  they  can't  make  It 
because  they're  black.  But  it  can  be  done. 
This  democracy— and  I  don't  know  how  long 
it  will  last— Is  the  best  thing  in  the  world. 

Dr.  Gaston  has  set  an  example  from 
which  we  can  all  learn.  Dedication  and 
effort  will  bring  success,  and  will  over- 
come all  barriers,  including  race.  His 
life  and  story  inspire  me,  and  it  is  my 
sincere  hope  that  it  will  inspire  gen- 
erations to  come. 

Mr.  President,  I  am  proud  that  Dr. 
A.G.  Gaston  is  a  fellow  Alabamian, 
and  I  congratulate  him  on  this  latest, 
well-deserved  honor. 


VETERANS  FAST  FOR  LIFE 

Mr.  LEAHY.  Mr.  President,  I  rise  to 
call  attention  to  four  American  veter- 
ans who  are  fasting  in  protest  of 
United  States  aid  to  the  Contra  rebels 
in  Nicaragua.  Two  have  consumed 
only  water  for  3'/^  weeks.  The  others 
are  in  their  second  week.  They  have 
said  they  will  fast  until  they  die,  or 
until  they  achieve  their  goal  of  inspir- 
ing the  majority  of  Americans  who  op- 
posed this  aid  before  the  recent 
Senate  vote  to  renew  their  efforts  to 
stop  this  war.  Charlie  Litkey,  a  Catho- 
lic priest  who  renoimced  the  Medal  of 
Honor  he  was  awarded  for  bravery  in 
Vietnam  to  protest  United  States  aid 
to  the  Contras,  has  lost  25  pounds  and 
has  developed  medical  problems.  Brian 
Willson  of  Chelsea,  VT,  an  Air  Force 
captain  in  Vietnann,  has  been  told  by 
doctors  that  he  can  expect  to  live  only 
40  days  without  foods. 

Mr.  President,  I  came  to  the  U.S. 
Senate  in  January  1975. 1  was  34  years 
old.  Like  all  Americans,  I  had  seen  the 
debate  over  Vietnam,  the  dissention  in 
our  country  and  in  my  own  State  of 
Vermont.  When  I  took  the  oath  of 
office  I  made  a  promise  to  myself  to 
do  everything  I  could  to  prevent  this 
country  from  repeating  that  tragedy. 

The  recent  Senate  vote  to  aid  the 
Contras  was  a  profound  disappoint- 
ment to  those  of  us  who  advocate  a 
peaceful  resolution  to  the  conflict  in 
Nicaragua.  That  vote  was  a  vote  on  a 
downpayment— a  downpayment  on  an- 
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other  Vietnam.  The  President  and 
others  who  support  this  policy  have 
said  that  this  war  is  different— that  no 
American  men  will  be  sent  to  fight  in 
Nicaragua.  We  heard  that  in  1960. 
How  quickly  we  forget. 

Brian  Willson,  Charlie  Litelty, 
George  Mizo.  and  Duncan  Murphy  are 
fasting  because  they,  more  than  any- 
thing else,  want  us  never  to  forget  the 
lessons  of  Vietnam.  Three  of  them  wit- 
nessed that  tragedy  with  their  own 
eyes.  They  saw  the  destruction  of  that 
country.  They  saw  mothers  and  fa- 
thers holding  the  lifeless  bodies  of 
their  children.  The  fourth,  Duncan 
Murphy,  a  veteran  of  World  War  II. 
helped  free  the  survlviors  of  Nazi 
death  camps  in  1945. 

These  brave  men  fought  for  our 
coimtry  because  they  loved  and  be- 
lieved in  it.  They  have  each  devoted 
years  of  their  lives  to  helping  veterans 
recover  from  the  Vietnam  war,  and  to 
helping  others  understand  why  there 
must  never  be  another  Vietnam.  They 
have  watched,  as  we  all  have,  with 
growing  fear  as  the  United  States  has 
once  again  started  down  that  road  to 
war  in  Central  America.  To  them  it 
does  not  matter  that  no  United  States 
troops  are  dying  in  Nicaragua  yet. 
Other  men,  women,  and  children  are 
dying  there. 

No  one  should  make  light  of  the  sig- 
nificance of  this  fast— that  four  veter- 
ans who  have  already  risked  their  lives 
on  the  battlefield,  are  prepared  to  face 
that  risk  again  so  this  generation  of 
Americans  will  be  spared  the  terrible 
costs  of  another  senseless  war.  They 
spend  each  afternoon  on  the  steps  of 
the  Capitol  talking  with  people  about 
their  fast,  and  reading  aloud  from  the 
himdreds  of  letters  they  receive  each 
day  from  Americans  who  share  their 
goal.  I  have  met  with  these  men  and 
am  convinced  of  their  sincerity.  Their 
commitment  is  an  inspiration  to  me,  as 
it  is  to  many  Vermonters.  I  admire 
their  courage  and  pray  that  the  Amer- 
ican people  will  renew  their  resolve  to 
turn  this  administration  away  from 
the  road  to  war. 

Mr.  President,  I  ask  unanimous  con- 
sent that  an  article  from  the  Times 
Argiis,  Barre-Montpelier,  VT,  entitled 
"Willson:  Fasting  Vets  Are  Doing 
Well"  be  printed  in  the  Record. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Willson:  Fasting  Vrrs  Are  Doing  Well 
(By  Will  Lindner) 

His  voice  was  firm,  clear  and  buoyant  over 
the  phone.  Just  as  it  was  a  month  ago  when 
he  weighed  210  pounds  and  lived  in  an 
apartment  across  from  the  green  in  Chelsea. 

Today,  however,  as  he  spoke  by  telephone 
from  Washington,  D.C.,  Brian  Willson,  45, 
was  entering  the  10th  day  of  a  water-only 
fast.  His  weight  had  dropped  to  195  pounds, 
he  said,  but  he  felt  healthy  and  vigorous. 

With  three  partners,  all  of  them  combat 
veterans  of  the  United  States  armed  forces. 


Willson  has  begun  a  "fast  for  life"  to  pro- 
test U.S.  policy  in  Central  America. 

"Everybody's  well,  mentally  and  spiritual- 
ly," said  Willson.  "George  and  Charlie  are 
getting  a  little  tired,  but  when  you  get  a 
thousand  letters  a  day  and  200  phone  calls, 
it  charges  you  up." 

The  four  began  their  action  on  Labor  Day, 
when  they  convened  at  the  steps  of  the  Cap- 
itol in  Washington  and  issued  a  press  state- 
ment describing  their  intention  to  fast,  until 
death  if  necessary,  in  an  effort  to  focus  na- 
tional attention  and  popular  will  on  the 
issue  of  U.S.  aid  to  the  contra  forces  fight- 
ing to  overthrow  Nicaragua's  Sandinista 
government. 

Charles  Liteky  of  San  Francisco  and 
George  Mizo  of  Boston  were  the  first  to 
stop  eating,  and  now  are  in  their  24th  day 
without  food. 

Willson  said  the  four  veterans— three  of 
whom  fought  in  Vietnam,  while  one, 
Duncan  Murphy  of  Sulphur  Springs.  Ark., 
saw  action  in  World  War  II— spend  four 
hours  each  day  but  Sunday  on  the  steps  of 
the  U.S.  Capitol  building.  They  convene 
there  each  day  at  3  p.m.,  and,  he  said,  rou- 
tinely are  joined  by  supporters,  some  of 
whom  travel  from  far  out  of  state  to  be  with 
them.  Willson  mentioned  visitors  from 
Oregon,  Maine  and  New  Hampshire. 

The  veterans  also  have  been  visited  on  the 
Capitol  steps  by  U.S.  senators  and  congress- 
men, including  Sen.  Patrick  J.  Leahy,  D-Vt., 
according  to  Willson. 

"There  have  been  three  senators  and 
three  representatives, "  he  said.  "It  isn't 
much,  but  it's  a  start." 

Last  weekend,  Willson  said,  the  four  veter- 
ans took  their  case  to  the  United  Nations, 
where  they  presented  a  written  statement 
of  their  beliefs  and  goals  to  the  Mexican 
Ambassador  to  the  U.N.  Mexico  is  a  leader 
of  the  Contadoran  process,  by  which  a 
group  of  Central  American  nations  are  seek- 
ing a  negotiated  settlement  in  Nicaragua. 

Willson  said  the  four  held  a  private  dis- 
cussion with  the  ambassador,  outside  the 
presence  of  news  personnel,  during  which 
he  told  them  their  action  was  the  first  hope- 
ful sign  he  has  seen  of  a  constructive,  non- 
military  role  by  the  U.S.  in  the  troubled 
region. 

"He  told  us  he  was  really  moved,  and  he 
seemed  to  be,"  said  Willson.  "He  said, 
We've  been  waiting  for  signs  the  U.S. 
people  are  going  to  rise  up  against  this  mad- 
ness." 

Willson  said  the  ambassador  told  them 
groups  from  as  many  as  eight  European  na- 
tions had  contacted  him  about  forming  a 
European  movement  in  support  of  the  Con- 
tadoran process,  which  the  Reagan  adminis- 
tration has  not  endorsed. 

The  trip  to  New  York  also  included  a  serv- 
ice at  the  Community  Church  in  Manhat- 
tan. Willson  said. 

Back  in  Washington,  the  four  have  found 
a  comfortable  house  in  the  city  in  which  to 
live  and  center  their  fast,  safely  off  the 
streets  so  that  no  legal  issues  arise  with 
police.  He  said  a  Vermonter  named  Will  Ra- 
venscroft,  who  has  medical  skills,  had  joined 
them  as  a  caretaker. 

Willson  said  the  four  veterans  continue  to 
discuss  what  they  would  perceive  to  be  signs 
their  fast  has  succeeded  and  would  lead 
them  to  end  their  starvation  diet. 

"What  we  want  to  see  is  a  movement  pre- 
pared to  work  full  time  to  end  the  war."  he 
said.  "We  don't  want  (the  movement)  to  end 
when  we  end  the  fast.  We're  talking  about  a 
revolution  of  consciousness.  That's  hard. 
People  don't  know  what  that  means." 


What  it  means,  Willson  said,  is  a  new 
vision  of  the  U.S.  not  just  as  a  country  that 
no  longer  is  militarily  aggressive,  but  as  one 
that  is  aggressively  peaceful,  that  will  lend 
its  considerable  weight  to  finding  peaceful 
solutions  to  turmoil  not  only  in  Nicaragua, 
but  in  Angola  and  other  countries  where  the 
U.S.  is  supporting  armed  domestic  forces. 

'If  (the  movement)  is  not  going  to  follow 
through  without  the  fast,"  Willson  predict- 
ed, "I  can  tell  you  we're  aU  going  to  go 
down." 


TRIBUTE  TO  STANLEY  FISHER 

Mr.  GLENN.  Mr.  President,  I  take 
great  pleasure  in  recognizing  the  ac- 
complishments of  an  outstanding 
member  of  the  legal  profession  and  an 
Ohioan,  Stanley  Fisher.  September  26. 
1986,  Stanley  Fisher  is  being  sworn  in 
as  president  of  the  Federal  Bar  Asso- 
ciation. He  is  the  first  Ohio  lawyer  to 
be  elected  president  of  the  Federal 
Bar  Association  in  its  65-year  history. 

Mr.  Fisher  has  been  an  active 
member  of  the  Federal  Bar  Associa- 
tion for  more  than  30  years.  He  has 
held  a  number  of  national  offices  with 
the  organization  and  served  as  presi- 
dent of  the  Cleveland  Chapter  of  the 
Federal  Bar  Association  from  1971-72. 

As  a  practicing  attorney  in  Cleve- 
land, Mr.  Fisher  has  received  the  first 
superior  service  award  of  the  FBA 
Cleveland  Chapter  and  has  twice  re- 
ceived distinguished  service  awards 
and  commendation  awards.  He  has 
served  as  special  counsel  to  the  attor- 
ney general  of  Ohio  and  has  been  an 
adjunct  lecturer  of  law  for  the  Cleve- 
land Marshall  School  of  Law.  He  is  ad- 
mitted to  the  bar  in  Ohio,  Michigan 
and  Florida. 

During  his  legal  career,  Mr.  Fisher 
has  maintained  a  high  level  of  excel- 
lence in  all  aspects  of  his  life.  He  is  de- 
serving of  the  office  to  which  he  has 
been  elected  and  the  respect  of  his 
fellow  attorneys  as  well  as  those  of  us 
who  make  this  country's  laws. 

Mr.  Fisher's  accomplishments  are 
deserving  of  recognition  by  the 
Senate.  If  it  were  possible  to  pass  a 
Senate  resolution  in  his  honor  it 
would  read  as  follows: 

To  commend  Stanley  Fisher  on  becoming 
the  president  of  the  Federal  Bar  Associa- 
tion. 

Whereas  Stanley  Fisher  is  the  first 
Ohioan  to  be  elected  president  of  the  Feder- 
al Bar  Association  In  its  65-year  history. 

Whereas  Stanley  Fisher  earned  his  law 
degree  from  the  University  of  Michigan  Law 
School  in  1950  and  his  undergraduate 
degree  from  Oberlin  College. 

Whereas  Stanley  Fisher,  of  counsel  to  the 
Cleveland  law  firm  of  Arter  &  Hadden,  has 
served  as  special  counsel  to  the  attorney 
general  of  the  State  of  Ohio  and  as  an  ad- 
junct lecturer  of  law  for  the  Cleveland  Mar- 
shall School  of  Law. 

Whereas  Stanley  Fisher  has  been  awarded 
the  first  superior  service  award  of  the  Cleve- 
land Chapter  of  the  Federal  Bar  Association 
and  twice  received  distinguished  service 
awards  and  commendation  awards. 
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Whereas  Stanley  Fisher  is  a  life  member 
of  the  Judicial  conference  of  the  sixth  cir- 
cuit and  has  been  admitted  to  the  bar  in 
Ohio,  Michigan  and  Florida. 

Whereas  Stanley  Fisher  has  been  elected 
president  of  the  Federal  Bar  Association  at 
the  1985  convention  in  Detroit,  MI.  Now, 
Therefore,  be  it 

Resolved  by  the  Senate,  that  it  is  the  sense 
of  the  Senate  to  commend  Stanley  Fisher 
on  the  achievement  of  becoming  the  66th 
president  of  the  Federal  Bar  Association 
and  to  recognize  his  accomplishments  and' 
the  integrity  with  which  Mr.  Fisher  has 
served  the  legal  profession  for  more  than  30 
years. 

Mr.  President,  I  am  confident  that 
my  colleagues  join  me  in  commending 
Stanley  Fisher  on  this  memorable  day 
in  his  long  and  distinguished  career. 

SENATE  RECONCILIATION  PROTECTIONS  FOR 
RETIREES 

Mr.  KASTEN.  Mr.  President,  last 
week  the  Senate  reaffirmed  its  com- 
mitment to  protecting  retirement  ben- 
efits for  the  elderly  of  this  Nation. 

Once  again,  we  approved  legislation 
protecting  the  Social  Security  Trust 
Funds  and  benefits  in  a  debt  crisis  and 
we  guaranteed  that  Social  Security  re- 
tirees will  get  full  COLA'S,  regardless 
of  the  rate  of  inflation. 

We  also  extended  trust  fimd  and 
benefit  protections  to  civil  service, 
military  and  railroad  retirees  and  ex- 
empted their  retirement  benefits,  like 
Social  Security,  from  future  sequester. 

These  provisions,  along  with  the  re- 
quirement that  employers  continue  to 
accrue  pension  benefits  for  those  over 
65  who  continue  working,  given  sen- 
iors assurance  that  their  retirement 
benefits  are  secure  and  will  not  be 
jeopardized  by  future  budget  reduc- 
tions. 

Although  the  Senate  approved  sev- 
eral of  these  retirement  protections  as 
part  of  the  debt  limit  bill,  the  House 
and  Senate  have  not  met  to  confer- 
ence that  bill  yet.  The  overwhelming 
adoption  of  these  provisions  as  part  of 
reconciliation  ensures  that  they  will 
be  considered  even  if  the  debt  limit 
bill  is  scrapped,  and  moves  them  one 
step  closer  to  becoming  law. 

We  have  one  hurdle  left  to  overcome 
before  these  provisions  become  law, 
however,  and  that  is  the  House-Senate 
reconciliation  conference.  I  urge  the 
Senate  conferees  on  reconciliation  to 
retain  the  Senate's  position  on  retire- 
ment protections. 

The  House  has  approved  repeal  of 
the  COLA  trigger  as  part  of  reconcilia- 
tion, but  it  has  overlooked  many  other 
signficant  retirement  protections.  The 
House  bill  does  not  exempt  civil  serv- 
ice, military  and  railroad  retirement 
COLA'S  from  sequestration;  it  does  not 
require  continued  pension  accrual  for 
older  workers,  and  it  offers  no  protec- 
tions for  the  retirement  trust  funds  or 
benefit  payments  in  a  debt  crisis. 

Mr.  President,  I  want  to  call  particu- 
lar attention  to  the  Senate  provisions 
dealing  with  trust  f imd  protections  for 


a  debt  crisis.  Earlier  this  year,  I  intro- 
duced legislation  to  keep  the  trust 
funds  whole  and  ensure  benefit  pay- 
ments when  the  Government  reaches 
its  debt  ceiling.  The  Senate  has  twice 
adopted  legislation  which  will  accom- 
plish that  goal.  The  House,  however, 
has  approved  another  piece  of  legisla- 
tion that  would  prevent  benefit  pay- 
ments in  a  debt  crisis,  prohibiting 
those  pajmients  imtil  Congress  com- 
pleted action  on  debt  extension  legisla- 
tion. 

I  believe,  as  most  of  those  in  this 
body  do,  that  we  must  remove  Social 
Security  as  a  political  hostage  of  the 
debt  limit.  We  must  prevail  upon  the 
House  to  eliminate  this  unacceptable 
situation  which  haunts  seniors  every 
time  we  approach  the  debt  ceiling. 

Mr.  SYMMS.  Mr.  President,  I  sug- 
gest the  absence  of  a  quonun. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roU. 

D  1010 

Mr.  SYMMS.  Mr.  President,  I  ask 
imanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER  (Mr. 
Hatfield).  Without  objection,  it  is  so 
ordered. 


CONCLUSION  OF  MORNING 
BUSINESS 

The  PRESIDING  OFFICER.  Morn- 
ing business  is  closed. 


FEDERAL  AID  HIGHWAY  ACT  OF 
1986 

The  PRESIDING  OFFICER.  The 
clerk  will  report  the  pending  bill. 

The  assistant  legislative  clerk  read 
as  follows: 

A  bill  (S.  2405)  to  authorize  appropria- 
tions for  certain  highways  in  accordance 
with  title  23,  United  States  Code,  and  for 
other  purposes. 

The  Senate  resumed  consideration 
of  the  bill. 

The  PRESIDING  OFFICER.  The 
Chair  recognizes  the  Senator  from 
Idaho. 

Mr.  SYMMS.  Mr.  President,  first,  I 
would  like  to  thank  all  of  my  col- 
leagues on  both  sides  of  the  aisle  and 
the  leadership  of  the  committee  on 
both  sides  of  the  aisle  for  their  hard 
work  and  diligence  yesterday.  We 
made  a  lot  of  progress  on  the  bill. 
Pending  now  is  the  amendment  of  the 
distinguished  Senator  from  Mississip- 
pi. Unless  there  are  other  amend- 
ments, we  may  be  getting  close  to  final 
consideration  of  the  highway  bill. 

So  I  annoimce  to  my  colleagues  that 
we  would  expect  to  vote  on  the  Coch- 
ran amendment  probably  within  the 
hour  and  they  should  start  making 
preparations. 


I  believe  the  unanimous-consent 
agreement  is  1  hour  equally  divided. 

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 

Mr.  SYMMS.  I  yield  the  floor.  I 
think  the  Senator  from  Mississippi  is 
prepared  to  go  forward. 

AMENDMENT  NO.  ^890 

(Purpose:  To  apply  the  Buy  American 
provision  to  cement  and  cement  clinker) 
Mr.    COCHRAN.    Mr.    President,    I 
send  an  amendment  to  the  desk  and 
ask  that  it  be  reported. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 
The  bill  clerk  read  as  follows: 
The  Senator  from  Mississippi  [Mr.  Coch- 
ran], for  himself,  Mr.  Thurmond.  Mr.  Mel- 
CHER,  and  Mr.  Specter,  proposes  an  amend- 
ment numbered  2890. 

Mr.  COCHRAN.  Mr.  President,  I  ask 
unanimous  consent  that  further  read- 
ing of  the  amendment  be  dispensed 
with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  reads  as  follows: 

On  page  56.  on  line  20,  insert  after  "steel" 
".  cement,  cement  clinker," 

Mr.  COCHRAN.  Mr.  President,  on 
behalf  of  the  Senator  from  South 
Carolina  [Mr.  Thxtrhond],  the  Sena- 
tor from  Montana  [Mr.  Melcher]  and 
the  Senator  from  Pennsylvania  [Mr. 
Specter],  I  offer  this  amendment  to 
the  Surface  Transportation  Act.  The 
amendment  seeks  to  include  in  the 
Buy  American  section  the  provision 
that  had  been  in  this  highway  bill  as  a 
result  of  congressional  action  in  1982. 
At  that  time,  the  Congress  decided 
that  it  was  important  to  provide  in  the 
highway  bill  that  the  Federal  tax 
moneys,  those  in  the  highway  trust 
fund  collected  from  user  fees,  would 
be  used  to  purchase  steel,  cement,  and 
other  manufactured  products  to  be 
used  in  highway  construction  from 
American  firms,  products  that  were 
manufactured  and  produced  in  the 
United  States.  The  Congress  debated 
that,  considered  it  very  carefully,  and 
included  it  in  the  highway  bill. 

Then,  in  1984,  the  committees  of  ju- 
risdiction took  out  cement  but  left  in 
the  bill  the  requirement  that  steel  and 
other  manufactured  goods  had  to  be 
purchased  from  American  firms  with 
money  authorized  to  be  appropriated 
in  the  Federal  Aid  Highway  Act. 

Now,  what  has  happened  and  what 
is  the  problem  that  we  are  seeking  to 
address  this  morning?  In  1983,  during 
the  time  when  this  provision  was  a 
part  of  the  law  that  related  to  the  pur- 
chase of  cement,  foreign  imports 
coming  into  this  country  amounted  to 
4.2  million  tons.  Last  year,  after  this 
amendment  had  been  approved  by  the 
committees  of  jurisdiction  and  cement 
was  no  longer  a  part  of  the  Buy  Amer- 
ican provision,  imports  of  cement  more 
than  tripled,  so  that  14.5  million  tons 
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of  cement  were  imported  into  the 
United  States  last  year. 

The  impact  on  the  domestic  indus- 
try, on  American  jobs,  has  been  quite 
severe,  Mr.  President.  This  morning 
we  have  an  opportunity  to  try  to  help 
correct  that  and  to  improve  the  oppor- 
tunities for  American  industry,  Ameri- 
can business,  American  workers  to 
compete  for  business  in  the  Federal- 
aid  highway  program. 

I  really  do  not  thinlc  it  is  too  much 
to  ask  to  dedicate  at  least  a  portion  of 
the  funds  spent  in  the  United  States 
to  buy  cement  and  other  products 
from  American  business  men  and 
women  when  those  funds  are  tax  dol- 
lars that  have  been  collected  from  the 
American  people. 

I  do  not  see  any  real  harm  in  this 
prohibition.  We  are  talking  about  only 
7  percent  of  the  total  consumption  of 
cement  in  a  given  year  in  the  United 
States. 

So  we  are  not  asking  the  Senate  this 
morning  to  approve  a  ban  on  imports 
of  cement  into  the  United  States.  We 
are  simply  saying  that  the  cement 
used  in  the  Federal-Aid  Highway  Con- 
struction Program  should  be  American 
cement,  produced  here  in  the  United 
States.  We  have  that  provision  as  it  re- 
lates to  steel.  That  provision  is  in  this 
bill  and  in  the  law  since  1982  with  re- 
spect to  other  manufactured  products. 
It  Js  time  to  correct  the  error  that  was 
made  in  1984  in  deleting  cement  from 
this  provision. 

Well,  you  might  say:  "Why  put  this 
prohibition  in  the  law  right  now?  Let 
American  firms  compete  with  the  for- 
eign producers,  those  who  are  export- 
ing into  this  country." 

Well,  let  me  tell  you  what  is  happen- 
ing. The  foreign  producers  are  selling 
their  cement  in  the  United  States  at 
below  market  prices.  And  I  an  not 
talking  about  just  below  U.S.  market 
prices,  but  I  am  talking  about  below 
the  market  prices  in  their  own  coun- 
tries. 

Here  is  an  example:  In  Spain, 
cement  is  being  sold  in  Spain  by  pro- 
ducers there  for  $71.33  a  ton.  That 
same  cement  is  being  sold  in  New  Orle- 
ans, LA  for  $39  a  ton.  In  Mexico, 
cement  being  produced  in  Mexico  for 
use  in  Mexico  brings  about  $56  a  ton 
there  in  Mexico,  but,  when  sold  in 
Houston,  TX,  tliat  same  cement  is 
being  sold  for  $29  a  ton. 

Now,  that  is  what  we  are  up  against, 
Mr.  President,  and  that  is  why  it  is  im- 
portant that  we  draw  a  line  and  say 
that  at  least  in  the  use  of  Federal  tax 
dollars  we  are  going  to  insist  that 
American  producers  be  given  a  chance 
to  sell  the  cement  for  these  contracts. 
Unless  we  draw  the  line,  we  are  going 
to  see  a  continued  erosion  of  this  very 
important  industry  in  our  coimtry. 

The  pattern  has  been  set.  The  trend 
is  to  bring  in  more  and  more  cement 
from  overseas.  The  trend  is  to  close 
more  and  more  American  cement  pro- 


duction plants  and  more  American 
workers  are  out  of  work  as  a  result. 

This  morning  we  have  an  opportuni- 
ty to  speak  up  for  those  who  are  losing 
their  jobs  and  for  those  who  are  seeing 
their  plants  closed,  who  are  being 
forced  to  import  foreign  cement 
rather  than  produce  American 
cement.  This  piece  of  legislation 
should  not  add  to  the  problem.  We 
have  an  opportunity  to  try  to  do  some- 
thing to  improve  the  situation,  Mr. 
President,  and  I  hope  the  Senate  will 
support  the  amendment. 

I  reserve  the  balance  of  my  time. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  CHAFEE  addressed  the  Chair. 

The  PRESIDING  OFFICER.  Who 
yields  time  to  the  Senator  from  Rhode 
Island? 

Mr.  SYMMS.  Mr.  President,  who  is 
controlling  the  time? 

The  PRESIDING  OFFICER.  The 
managers  of  the  bill  or  their  designees. 

Mr.  SYMMS.  Mr.  President,  how 
much  time  does  the  Senator  want? 

Mr.  CHAFEE.  If  we  have  a  total  of  a 
half  an  hour,  I  would  take  10  minutes 
at  this  time. 

Mr.  SYMMS.  I  yield  10  minutes  to 
the  Senator  from  Rhode  Island. 

The  PRESIDING  OFFICER.  The 
Senator  from  Rhode  Island  is  recog- 
nized for  10  minutes. 

Mr.  CHAFEE.  Mr.  President,  every 
so  often  a  bill  comes  through  here 
that  is  of  significant  importance  to  the 
future  of  the  Nation  and  if  the  vote  on 
that  measure  goes  one  way  or  another 
it  can  really  affect  the  future  of  our 
country.  In  other  words,  even  though 
it  may  not  be  part  of  a  major  bill, 
nonetheless  an  amendment  can  have 
very,  very  significant  advantageous  or 
deleterious  effects  on  the  future  of 
our  country.  And  this,  Mr.  President, 
is  one  of  those  that  has  extremely  ad- 
verse effects  on  our  future. 

Mr.  President,  what  we  are  talking 
about  seems  like  a  simple  issue— the 
supplying  of  cement  for  our  Highway 
Program.  Now,  the  truth  of  the  matter 
is,  Mr.  President,  we  are  now  buying 
minor  amounts  of  cement  from 
Mexico,  but  principally  from  Canada. 
So  I  would  like  to  put  this  in  terms  of 
our  Canadian  relationships. 

But  before  doing  that,  let  us  look  at 
the  situation  as  it  exists  now  in  our 
country.  The  fact  is,  Mr.  President, 
that  the  U.S.  production  for  cement  is 
short  of  demand  It  is  not  a  question 
of  foreign  cement  coming  in  and  caus- 
ing Americans  to  lose  jobs.  The  stati- 
tics  are  that  the  United  States  last 
year  consumed  85  M:  million  tons  of 
cement,  but  only  is  capable  of  produc- 
ing about  80  million  tons. 

Thus,  the  result  of  this  Buy  Ameri- 
can provision  which  the  Senator  from 
Mississippi  is  proposing  would  not 
cause  an  increased  amount  of  jobs  in 
the  United  States.  What  it  would  do  is 
bring  about  an  intense  shortage  of 


cement  for  necessary  construction 
projects.  And,  of  course,  when  we  are 
talking  about  the  flow  of  cement  to 
our  highways,  also  factored  into  the 
equation  must  be  the  supply  of  cement 
for  all  the  rest  of  American  projects. 

And  so  what  this  means  is  that  the 
cost  of  building  our  highways  will  be 
higher  because  the  intense  pressure 
will  come  on  the  American  cement  and 
the  prices  will  naturally  go  up.  We  all 
know  that.  We  know  that  in  certain 
regions  of  our  country,  such  as  the 
Northeast,  the  Southeast,  and  the  Pa- 
cific Southwest,  where  domestic  pro- 
duction is  insufficient  to  meet  local 
demand,  that,  the  highway  builders 
will  be  put  in  an  intensely  difficult  po- 
sition, competing  to  try  to  get  enough 
cement. 

Now  one  of  the  questions  is:  "Well, 
why  don't  we  just  go  and  build  more 
capacity?  All  that  you  have  got  to  do  is 
put  up  some  more  capacity  and  then 
there  will  be  American  jobs." 

Well,  it  is  not  that  simple.  To  pro- 
vide more  capacity  takes  3  or  4  years. 
It  is  not  something  you  can  do  over- 
night. 

The  fluctuating  demands  for  cement 
will  mitigate  against  the  domestic  pro- 
ducers building  more  capacity.  They 
feel  they  have  sufficient  capacity. 
Then  when  the  surge  comes,  as  it 
were,  when  the  demand  increases, 
then  the  imports  go  up  and  when  the 
demand  slackens  the  imports  go  down 
and  the  domestic  producers  have  the 
cement  they  need. 

I  would  like  to  cite  some  testimony 
that  was  had  on  this  subject. 

The  chairman  of  the  Highway  Com- 
mittee conducted  a  hearing  in  the 
Subcommittee  on  Transportation  a 
little  over  a  year  ago  on  this  subject. 
This  is  the  first  and  only  time  that 
this  issue  has  received  careful  scrutiny 
from  witnesses  from  the  Government 
and  the  industry.  The  hearings  sup- 
ported the  congressional  conclusion  to 
repeal  the  then  existing  restriction  on 
the  "buy  American"  provision. 

In  other  words,  it  was  found  that  the 
ban  on  imported  cement  would  provide 
virtually  no  additional  employment  in 
the  domestic  cement  industry. 

In  addition,  witnesses  testified  that 
such  a  demand  would  have  serious  re- 
gional consequences  in  those  areas  I 
have  pointed  out,  the  Northeast,  the 
Southeast,  and  other  areas  where 
cement  is  in  short  supply. 

Since  the  hearing  in  1984,  the 
demand  for  cement  has  continued  to 
outstrip  the  capacity  of  the  domestic 
cement  industry.  Demand  has  been  so 
great  in  recent  years  that  domestic 
cement  producers— in  other  words,  the 
ones  in  theory  this  is  trying  to  pro- 
tect—have themselves  been  importing 
cement.  The  demand  is  there.  Do  they 
go  out  and  build  new  plants?  No.  They 
are  importing  cement  because  they  do 
not  believe  it  wise  to  put  into  this  ex- 
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tremely  capital-intensive  industry  the 
dollars  that  are  needed  just  to  meet 
this  elastic  demand  upward  which,  in  a 
cyclical  fashion,  could  go  down  just  as 
rapidly. 

So  when  we  are  talking  about  jobs, 
we  are  not  talking  about  increasing 
American  jobs.  When  we  talk  about 
helping  the  domestic  cement  industry, 
that  is  not  completely  accurate,  as  I 
have  pointed  out  from  the  statistics 
and  the  statements. 

Now  I  would  like  to  talk,  Mr.  Presi- 
dent, about  the  effect  of  this  on  our 
Canadian  relationships. 

There  is  a  very  interesting  statistic 
that  I  found.  The  Province  of  Ontario 
does  more  trade  with  the  United 
States  than  any  nation  in  the  world, 
except  Canada.  In  other  words,  our 
largest  trading  partner  is  Canada.  But 
the  second  largest  trading  partner,  if 
you  take  it  an  entity,  is  the  Province 
of  Ontario. 

What  this  legislation  is  doing  is  an 
anti-Canadian  cement  move.  I  think 
we  have  to  recognize  it  as  that. 

We  are  currently  in  negotiations 
with  Canada  on  a  free  trade  agree- 
ment. Perhaps  that  will  come  about. 
These  are  long  negotiations  that  are 
going  to  take  considerable  time. 

This  is  absolutely  going  to  throw  a 
monkey  wrench  into  those  trade  nego- 
tiations. 

Furthermore,  we  found  that  Canada, 
our  largest  trading  partner,  responds, 
and  rightfully  so,  when  we  take  one  of 
these  strictly  protectionist  actions 
against  that  nation.  We  have  seen  if 
we  take  one  action  in  the  cedar  shin- 
gles, they  will  take  another  action,  a 
retaliatory  action,  justifiably  so,  on 
specialty  steel.  Now  we  come  back 
with  cement  and  on  it  goes. 

Mr.  President,  I  do  not  think  that  is 
the  way  either  to  build  trade  relation- 
ships or  decent  neighborly  relation- 
ships with  the  great  country  to  our 
north. 

Mr.  President,  our  negotiators 
through  GATT,  in  working  with  the 
Japanese  and  the  other  nations  of  the 
world,  are  constantly  trying  to  remove 
their  so-called  buy  provisions.  In  other 
words,  we  fight  against  the  Japanese 
tendency  to  buy  Japan  for  the  Japa- 
nese telecommimications  system.  We 
want  an  entry  into  that. 

Yet,  we  are  turning  around  and 
saying,  "We  are  going  to  have  a  buy 
American  provision  on  cement  like 
there  are  on  other  products." 

With  the  other  products,  so  be  it.  I 
wish  they  were  not  there.  But  they 
are. 

What  this  provision  does  is  add 
cement  to  that  and  make  it  a  strictly 
buy  American  procedure  for  our  high- 
way program. 

Some  might  say,  "Well,  there  is  a 
cap.  Anything  less  than  a  $500,000 
project  does  not  apply." 

The  trouble  is  there  are  very,  very 
few  $500,000  projects  in  the  highway 


system  and  I  think  we  all  know  that. 
You  do  not  let  out  a  contract  to  build 
an  overpass,  to  build  a  section  of  high- 
way, for  $500,000.  These  projects  are 
in  the  millions. 

So,  in  effect,  we  are  excluding  from 
our  highway  program  all  imported 
cement. 

Mr.  President,  I  would  like  to  point 
out  one  side  factor  of  this.  What  we 
are  trying  to  do  in  this  Congress  con- 
stantly is  to  give  small  businesses  a 
chance  to  bid  on  these  big  contracts, 
these  big  governmental  contracts.  At 
least,  to  have  a  portion  of  them. 

Any  cement  producer  or  cement  sup- 
plier, a  ready-mix  concrete  company, 
in  this  country  that  is  supplying  con- 
crete for  driveways,  for  houses,  for 
county  roads,  whatever  it  might  be, 
has  a  mixture  of  imported  and  domes- 
tic cement.  Many  of  these  concrete 
companies  are  really  small  and  only 
have  one  silo. 

The  PRESIDING  OFFICER.  The 
time  of  the  Senator  has  expired. 

Mr.  CHAFEE.  I  request  4  more  min- 
utes. 

Mr.  SYMMS.  I  am  happy  to  yield  4 
additional  minutes. 

The  PRESIDING  OFFICER.  The 
Senator  from  Rhode  Island. 

Mr.  CHAFEE.  What  the  amendment 
of  the  Senator  from  Mississippi  is 
doing  is  excluding  those  concrete  com- 
panies which  are  small  and  have  but 
one  silo  and,  therefore,  are  not  able  to 
set  aside  what  is  U.S.  cement  in  one 
silo  and  what  is  a  mixture  of  U.S.  and 
imported  cement  in  the  other  silo. 
They  are  barred.  They  cannot  com- 
pete on  these  contracts. 

Here  is  a  letter  from  Consolidated 
Ready  Mix  Concrete,  in  Providence. 

This  protectionist  language  would  not  just 
affect  highway  projects.  Many  ready  mixes 
have  but  one  silo  in  which  to  store  their 
cement.  If  forced  to  differentiate  between 
foreign  and  U.S.  cement  many  could  not 
afford  the  cost  of  another  silo  or  the  over- 
lapping bookkeeping  complications  and 
might  be  forced  to  discontinue  the  use  of 
foreign  cement  for  non-government  projects 
as  well  and  thus  lose  out  on  contracts  for 
other  competitive  projects. 

So,  Mr.  President,  not  only  is  this 
bad  internationally,  not  only  is  this 
bad  as  far  as  the  cost  to  the  U.S.  Gov- 
enunent  goes,  it  is  going  to  increase 
our  costs,  but  also  it  is  anti  small  busi- 
ness. 

Mr.  President,  the  amendment  of 
the  Senator  from  Mississippi  is  strong- 
ly opposed  by  the  Secretary  of  Trans- 
portation. I  will  ask  that  a  copy  of  the 
letter  from  the  Secretary  of  Transpor- 
tation be  printed  in  the  Record  at  the 
conclusion  of  my  remarks.  It  states. 

We  believe  that  the  restrictions  on  the  use 
of  imported  cement  will  increase  the  cost  of 
Federal-aid  highway  construction  without 
providing  an  offseting  benefit  to  the  Nation. 

This  is  also  opposed  by  the  Secre- 
tary of  Commerce. 

I  strongly  oppose  the  buy  America  cement 
provision. 


It  is  opposed  by  Clayton  Yeutter, 
the  U.S.  Trade  Representative. 

Mr.  President,  I  ask  unanimous  con- 
sent that  copies  of  these  letters  be 
printed  in  the  Record. 

There  being  no  objection,  the  letters 
were  ordered  to  be  printed  in  the 
Record,  as  follows: 

Secretary  or  Transportation. 
Washington,  DC,  September  19,  1986. 
Hon.  John  H.  Chafee, 
U.S.  Senate,  Washington,  DC. 

Dear  Senator  Chafee:  You  asked  for  the 
Administration's  views  and  concerns  regard- 
ing the  provision  in  H.R.  3129  which  would 
require  that  cement  used  in  Federally 
funded  highway  and  transit  projects  be 
manufactured  in  the  United  States.  As  a 
general  matter,  the  Administration  prefers 
that  the  existing  "Buy  America"  statutory 
provision  be  repealed  entirely.  We  find  too 
often  that  protectionist  measures  are  coun- 
terproductive, resulting  in  higher  prices  for 
United  States  industry  and  consumers  and 
reduced  trade  opportunities  for  United 
States  exporters  as  a  result  of  foreign  retal- 
iation. We  strenuously  oppose  the  expan- 
sion of  the  current  provision  to  include 
cement  and  clinker  and  believe  that  Con- 
gress acted  wisely  when  cement  was  re- 
moved from  the  coverage  of  "Buy  America" 
in  1982. 

We  believe  that  restrictions  on  the  use  of 
imported  cement  will  increase  the  cost  of 
Federal-aid  highway  construction  without 
providing  an  offsetting  benefit  to  the 
Nation.  In  areas  heavily  dependent  on  im- 
ported cement,  suppliers  would  be  forced  to 
construct  new  storage  facilities  to  ensure 
that  cement  used  for  Federal-aid  highway 
construction  could  be  segregated  and  veri- 
fied as  not  being  imported  or  stop  purchas- 
ing imported  cement  altogether.  Many  sup- 
pliers are  not  likely  to  increase  their  invest- 
ment and  would  cease  purchasing  imported 
cement.  Since  domestic  producers  are  oper- 
ating at.  or  near,  capacity  in  many  areas  of 
the  country,  prices  of  cement  would  rapidly 
increase.  Suppliers  will  be  able  to  increase 
prices  in  the  wake  of  short  term  constraints 
on  supply  resulting  from  the  elimination  of 
imports  and  an  important  source  of  price 
competition.  These  trade  restrictions,  with 
the  resulting  increase  in  prices,  will  not  be 
limited  to  highway  construction,  but  will 
ripple  throughout  the  construction  indus- 
try, raising  prices  in  both  the  private  and 
public  construction  sectors.  The  restrictions 
will  lead  to  supply  disruptions  and  delays  in 
construction  projects  in  areas  where  import- 
ed cement  has  become  an  essential  source  of 
supply. 

Cement  imports  have  increased  substan- 
tially over  the  past  three  years  (from  4.2 
million  tons  in  1983,  to  8.9  million  tons  in 
1984.  and  14.5  million  tons  in  1985).  In  large 
part  this  is  in  response  to  strong  temporary 
demand  from  the  construction  industry.  Be- 
cause of  the  cyclical  nature  of  the  cement 
market,  imported  cement  plays  a  critical 
role  in  the  United  States  market.  Imports 
moderate  price  increases  during  periods  of 
rising  demand,  and  fill  temporary  gaps  be- 
tween demand  and  domestic  supply  in  re- 
gions of  the  country  where  the  domestic  in- 
dustry can  not  economically  expand  produc- 
tion capabilities.  During  the  past  few  years, 
because  of  the  upswing  in  demand,  domestic 
cement  producers  have  been  importing 
cement  rather  than  constructing  new  plants 
whose  capacity  would  lie  vastly  underused 
in  periods  of  slack  demand.  In  such  slack  pe- 
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riods.  cement  imports  typically  fall  off  more 
than  proportionately  and  moderate  the 
extent  to  which  domestic  producers  must 
reduce  their  prices. 

The  capacity  to  produce  cement  domesti- 
cally can  expand  very  little  in  response  to 
cyclical  growth  in  demand  and  is  unlikely  to 
expand  significantly  in  the  foreseeable 
future.  New  plants  are  extremely  expensive 
to  build;  older,  less  efficient  plants  have 
been  closed:  and  several  existing  plants  have 
been  faced  with  difficult  technical  problems 
which  have  constrained  output.  Once  a  deci- 
sion is  made  to  build  a  new  plant,  it  takes 
from  three  to  five  years  to  bring  the  plant 
into  production,  and  it  often  takes  longer 
than  this  to  eliminate  all  technical  problems 
associated  with  the  new  plant. 

A  study  prepared  for  the  Cement  Free 
Trade  Association  in  February  of  this  year 
indicated  that,  when  capacity  utilization 
rates  are  adjusted  for  loss  of  effective  capac- 
ity due  to  plant  obsolescence,  input  material 
problems,  or  other  technical  difficulties,  the 
domestic  industry's  productive  available  ca- 
pacity is  about  79.3  million  tons.  With  1985 
consumption  at  the  87.4  million  ton  level, 
the  essential  need  for  imported  cement  is 
readily  apparent. 

Differences  between  available  capacity 
and  consumption  rates  are  even  more  strik- 
ing when  viewed  on  a  regional  basis.  The 
above  study  uses  Portland  Cement  Associa- 
tion data  on  individual  plant  capacities  and 
plant  information  provided  by  industry 
sources  to  project  available  capacity  in  each 
of  seven  regions  of  the  United  States.  These 
calculations  show  estimated  1985  consump- 
tion at  109.6  percent  of  available  capacity  in 
the  Pacific  Southwest  region,  131.9  percent 
of  available  capacity  in  the  Eastern  region, 
149.8  percent  of  available  capacity  in  the 
Southeastern  region,  98.1  percent  of  avail- 
able capacity  in  the  Great  Lakes-Midwest- 
ern region,  93.7  percent  of  available  capacity 
in  the  Rocky  Mountain-Northwest  region, 
89  percent  of  available  capacity  in  the 
South  Central  region,  and  87.6  percent  of 
available  capacity  in  the  North  Central 
region. 

If  Portland  Cement  Association  capacity 
data  for  1984  are  used  without  making  any 
adjustments  for  loss  of  effective  capacity  be- 
tween 1984  and  1985,  total  United  States  ca- 
pacity in  1985  was  about  86  million  tons, 
just  slightly  below  1985  cement  consump- 
tion. A  third  United  States  capacity  figure  is 
provided  by  United  States  Bureau  of  Mines 
data  which  put  total  United  States  capacity 
at  about  90  million  tons,  although  these  fig- 
ures apparently  include  plants  that  are  un- 
likely to  ever  come  back  into  production. 
These  figures  seem  to  indicate  somewhat 
less  of  a  strain  on  available  capacity  on  a  na- 
tional basis.  However,  Portland  Cement  As- 
sociation data  indicate  that  consumption  is 
stUl  significantly  higher  than  available  ca- 
pacity in  the  Eastern  and  South  eastern  re- 
gions (131.9  percent  and  116.2  percent),  and 
is  above  90  percent  of  capacity  in  the  Rocky 
Mountains-Northwest  region  and  the  Pacific 
Southwest  region. 

The  Federal-aid  highway  program  used 
about  7.1  million  tons  of  cement  in  1985  (8.1 
percent  of  total  United  States  usage).  If  it  is 
assumed  that  the  share  of  imported  cement 
in  Federal-aid  highway  construction  is  the 
same  as  the  import  share  for  all  domestic 
uses  (16.6  percent  out  of  a  total  consump- 
tion of  87.4  million  tons  in  1985),  the  Feder- 
al-aid highway  programs  used  an  estimated 
1.18  million  tons  of  imported  cement  in 
1985. 

Those  advocating  a  ban  on  use  of  import- 
ed cement  on  Federal-aid  projects  appear  to 


feel  that  such  a  prohibition  will  increase  the 
output  of  domestic  cement  plants  and  in- 
crease employment  opportunities  for  Ameri- 
can workers.  We  believe  that  there  is  little 
likelihood  that  this  will  be  significant  be- 
cause the  cement  industry  is  very  capital  in- 
tensive. The  industry  cannot  simply  add 
more  workers  to  increase  output  when  it  is 
already  operating  at  or  near  full  capacity. 
As  noted  earlier,  a  more  likely  result  of  the 
import  ban  will  be  an  escalation  of  cement 
prices,  particularly  in  those  regions  most  de- 
pendent on  cement  imports. 

Imports  of  cement  have  played  an  impor- 
tant role  in  moderating  price  increases  in 
areas  of  short  supply.  Eliminating  this 
source  of  price  competition  will  create  new 
cost  pressures  for  an  important  federal  pro- 
gram and  make  it  even  more  difficult  to 
reduce  the  size  of  the  federal  deficit.  The 
Department  of  Transportation  remains  vig- 
orously opposed  to  legislation  that  restricts 
the  use  of  imported  cement,  and  other  im- 
ported materials,  on  Federally  assisted  high- 
way and  transit  construction  projects. 

Moreover,  since  trade  restrictions  often 
lead  to  counter  restrictions  by  affected  trad- 
ing partners,  the  provision  could  jeopardize 
access  by  United  States  firms  to  other  for- 
eign markets,  particularly  Canada. 

The  Office  of  Management  and  Budget 
advises  that,  from  the  standpoint  of  the  Ad- 
ministration's program,  there  is  no  objec- 
tion to  the  submission  of  these  views  to  the 
Congress. 

I  hope  that  this  information  is  helpful. 
Sincerely, 

Elizabeth  Hanforo  Dole. 

Secretary  of  Commerce, 
Washington,  DC,  September  17.  1986. 
Hon.  John  H.  Chafee, 
U.S.  Senate.  Washington,  DC. 

Dear  John:  Thank  you  for  your  letter  re- 
garding H.R.  3129,  the  Surface  Transporta- 
tion Reauthorization  bill  recently  passed  by 
the  House  of  Representatives.  H.R.  3129 
contains  a  prohibition  against  the  use  of 
foreign  cement  in  federally  aided  highway 
construction. 

I  strongly  oppose  the  "buy  America" 
cement  provision  in  H.R.  3129.  Provisions 
such  as  this  will  not  result  in  a  net  increase 
in  American  jobs.  Instead,  they  will  result  in 
further  restrictions  against  American  ex- 
ports in  overseas  markets.  "Buy  national" 
requirements  imposed  by  foreign  govern- 
ments are  already  major  barriers  to  U.S.  ex- 
ports, and  we  are  working  hard  to  eliminate 
them.  Enactment  of  "buy  America"  require- 
ments will  make  our  job  that  much  more 
difficult.  In  addition,  enactment  of  these 
provisions  will  undermine  our  continuing  ef- 
forts to  improve  and  expand  the  General 
Agreement  on  Tariffs  and  Trade  Govern- 
ment Procurement  Code  and  negotiate  a 
free  trade  area  with  Canada.  Furthermore, 
imposition  of  new  trade  restrictions  as  we 
embark  on  a  new  round  of  multilateral 
trade  negotiations  will  jeopardize  our  credi- 
bility in  this  effort. 

Because  domestic  cement  production  is 
currently  insufficient  to  meet  U.S.  demands 
in  some  markets,  limitations  on  imports  in 
these  areas  will  adversely  affect  economic 
activity  generally.  Because  of  the  difficul- 
ties in  segregating  foreign  and  domestically 
produced  cement,  many  U.S.  distributors 
may  simply  discontinue  the  use  of  foreign 
cement.  This  could  exacerbate  the  shortage 
situation  not  only  for  highway  projects  but 
for  nongovernment  construction  as  well.  In 
certain  areas— especially  the  t>order  states 
and  the  Northeast— the  impact  on  price  and 
supply  would  be  severe. 


The  largest  domestic  cement  producers 
are  among  the  largest  importers  of  foreign 
cement  supplies.  This  is  due  partially  to  the 
fact  that  foreign  sources  are  sometimes 
more  readily  available  and  less  expensive, 
particularly  in  the  border  states.  Since  the 
domestic  cement  industry  has  not  increased 
its  capacity  in  recent  years,  we  must  depend 
on  imports  to  meet  peak  demand  for  the 
product  in  some  market  areas.  In  Plorida 
and  New  England,  imports  are  generally 
needed  to  meet  demand. 

I  enclose  a  copy  of  a  letter  which  the  De- 
partment has  sent  to  Chairman  Stafford  re- 
garding the  cement  provision,  as  well  as  two 
other  provisions  of  H.R.  3129  to  which  we 
are  strongly  opposed:  an  increase  in  the  re- 
quired domestic  content  of  certain  federally 
financed  rolling  stock,  and  an  increase  in 
the  "buy  America"  preferential  rate  for  roll- 
ing stock. 

I  strongly  urge  your  help  in  resisting  any 
effort  to  include  these  provisions  in  any  bill 
reauthorizing  highway  or  transit  programs. 
Sincerely, 

Douglas  A.  Rices, 
Acting  Secretary  of  Commerce. 

U.S.  Trade  Representative, 
Washington,  DC,  September  12,  1986. 
Hon.  John  H.  Chafee, 
U.S.  Senate,  Washington,  DC. 

Dear  John:  Thank  you  for  your  August  28 
letter  and  your  request  for  the  Administra- 
tion's views  on  the  effect  of  H.R.  3129,  the 
Surface  Transportation  Assistance  Act,  on 
the  use  of  imported  cement  in  any  federally- 
aided  highway  construction. 

The  Administration  is  strongly  opposed  to 
the  proposed  "buy  America"  cement  provi- 
sion in  H.R.  3129  because  this  provision  is 
contrary  to  the  principles  of  free  trade.  Fur- 
thermore, it  has  a  negative  impact  on  the 
domestic  cement  industry  itself,  particularly 
in  those  regions,  such  as  the  Northeast  and 
some  border  States,  which  rely  on  imports 
to  supplement  tight  supplies.  In  some  cases, 
the  largest  domestic  cement  producers  are 
among  the  largest  importers  of  foreign 
cement  supplies.  An  estimated  70  percent  of 
imports  of  cement  are  imported  by  firms 
that  produce  in  the  United  States.  Limita- 
tions on  imports  of  cement  in  these  areas 
will  have  an  adverse  impact  on  supply  and 
price  that  could  be  severe. 

In  addition,  restricting  the  use  of  foreign 
cement  on  interstate  highway  projects  could 
easily  result  in  higher  highway  construction 
costs  and  construction  delays.  Because 
many  domestic  concrete  producers  mix  do- 
mestic and  foreign  cement  together  in  their 
silos,  they  will  be  unable  to  certify  the  do- 
mestic content  of  the  concrete  they  supply 
for  federal  highway  projects.  If  they  discon- 
tinue the  use  of  foreign  cement,  shortages 
could  develop  not  only  for  federal  highway 
projects  but  for  non-government  construc- 
tion as  well.  The  result  would  adversely 
affect  economic  activity  generally. 

In  summary,  the  Administration  finds  the 
provisions  of  H.R.  3129  to  be  contrary  to  our 
national  interest  and  to  the  Administra- 
tion's free  trade  principles.  It  will  work 
against  consumers  and  workers  in  affected 
industries. 

Sincerely, 

Clayton  Yeutter. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  COCHRAN.  I  yield  3  minutes  to 
the  distinguished  Senator  from  South 
Carolina. 


UMI 
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Mr.  THURMOND.  Mr.  President,  I 
rise  as  a  cosponsor  of  tlie  buy  America 
amendment  to  the  Federal  Aid  High- 
way Act  of  1986.  This  amendment 
would  ensure  that  cement  firms  are 
not  affected  when  contracting  for  fed- 
erally fimded  highway  projects. 

Our  domestic  cement  industry 
cannot  compete  against  foreign  im- 
ported cement  when  foreign  govern- 
ments subsidize  these  industries.  It  is 
impossible  for  us  to  compete  when 
their  governments  subsidize  them. 

American  cement  manufacturers  are 
in  direct  competition  with  the  govern- 
ments of  Mexico— not  the  individuals 
over  there,  not  the  companies  over 
there,  but  the  Governments— Mexico, 
Canada,  Spain,  Venezuela,  and  Colom- 
bia. 

I  am  confident  that  American 
cement  manufacturing  firms  can  com- 
pete with  foreign  firms,  but  not  for- 
eign governments.  For  these  firms  to 
compete  with  foreign  governments  is 
unfair. 

Mr.  President,  for  too  long  we  have 
neglected  the  concerns  of  our  domestic 
manufacturers.  Now  is  the  time  to 
stand  firmly  behind  American  busi- 
nessmen. 

Mr.  President,  this  will  show  how 
they  are  subsidized:  The  same  cement 
that  sells  in  Spain  for  $71  a  ton  sells  in 
New  Orleans,  as  was  brought  out  by 
the  able  Senator  from  Mississippi,  for 
$39.  In  other  words,  they  are  subsidiz- 
ing when  they  sell  in  this  country. 
How  can  our  own  cement  people  sur- 
vive when  that  is  the  case? 

The  same  cement  that  sells  in 
Mexico  for  $56  a  ton,  sells  in  Houston 
for  $29  a  ton. 

How  can  the  people  in  this  country 
compete  with  that?  It  is  simply  be- 
cause they  are  being  subsidized  by  for- 
eign governments. 

Mr.  President,  I  think  it  Is  about 
time  we  look  sifter  our  own  people 
first.  The  same  principle  was  brought 
out  in  the  textile  bill.  We  lost  350,000 
jobs  in  the  last  5  years.  Just  like  the 
textile  business  now  going  out  of  busi- 
ness, practically,  being  squeezed  out 
by  foreign  imports,  now  you  are  going 
to  do  the  same  thing  with  cement  and 
you  will  do  the  same  thing  with  many 
other  things  if  we  do  not  change  our 
trade  policy. 

I  hope  the  Congress  will  see  fit  to 
pass  this  bill  and  tell  the  people  of  the 
United  States,  "We  think  of  you  first. 
You  are  American  citizens.  You  are 
entitled  to  our  first  consideration." 

If  we  do  that,  we  will  vote  for  the 
amendment  of  the  able  Senator  from 
Mississippi  and  that  will  be  a  signal 
that  these  foreign  governments  cannot 
send  goods  in  here  and  sell  them  when 
they  are  subsidized. 

D  1040 

The   PRESIDING    OFFICER.   The 
time  of  the  Senator  has  expired. 
Who  yields  time? 


Mr.  SYMMS.  Mr.  President,  I  yield  5 
minutes  to  the  distinguished  chairman 
of  the  committee.  Senator  Staitoro. 

The  PRESIDING  OFFICER.  The 
Senator  from  Vermont  is  recognized 
for  5  minutes. 

Mr.  STAFFORD.  Mr.  President,  I 
must  oppose  the  amendment  offered 
by  my  distinguished  colleague  from 
Mississippi,  Mr.  Cochran.  I  am  very 
concerned  about  proposals  to  extend 
buy-America  restrictions.  In  terms  of 
economics  and  trade  policy,  this  is  an 
imwise  course,  and  I  believe  such  re- 
strictions do  not  serve  highway  and 
transit  interests  well  either. 

The  buy-America  provisions  in  the 
House-passed  surface  transportation 
bill,  H.R.  3129,  and  in  the  iunendment 
being  offered  today  by  my  distin- 
guished colleague  greatly  concern  me. 
Both  the  House  bill  and  this  amend- 
ment would  ban  the  use  of  imported 
cement  for  highway  projects  entirely. 
This  issue  has  been  debated  repeated- 
ly in  the  last  several  years.  The  Trans- 
portation Subcommittee  held  a  hear- 
ing on  this  specific  issue  in  August 
1984.  At  that  time.  The  U.S.  Trade 
Representative  testified  that  the  Fed- 
eral-aid highway  program  accounts  for 
only  6  percent  of  domestic  consump- 
tion of  cement.  He  also  stated  that  a 
buy-America  restriction  would  save 
only  about  80  jobs,  and  that  the  cost 
per  job  saved  could  range  from  $21,000 
to  $180,000  per  job. 

If  this  buy-America  restriction  is  im- 
posed on  cement  other  countries  will 
retaliate  in  kind. 

I  have  received  a  letter  from  the 
Honorable  Allan  Gotlieb,  the  Canadi- 
an Ambassador  on  this  issue.  He 
states: 

The  possibility  of  renewed  or  expanded  re- 
strictions affecting  Canadian  cement  and 
rolling  stock  reinforces  our  concern  over 
this  issue.  You  will  recall  that  Canada  re- 
sponded to  the  removal  of  restrictions  on 
cement  in  March  1984  by  lifting  tariff  sur- 
charges applied  to  certain  U.S.  specialty 
steel  products.  The  re-imposition  of  Buy 
America  restrictions  on  cement  and  an  in- 
crease in  domestic  content  for  rolling  stock 
would  be  most  unfortunate  as  it  would 
reopen  the  tariffs  issue  on  certain  U.S.  spe- 
cialty steel  products.  It  would  also  be  regret- 
table for  such  restrictive  provisions  to  be 
put  forward  at  a  time  when  our  two  Govern- 
ments are  engaged  in  the  negotiation  of  a 
comprehensive  bilateral  trade  liberalization 
agreement. 

I  ask  unanimous  consent  that  the 
entire  letter  from  Ambassador  Gotlieb 
be  printed  in  the  Record  following  my 
remarks. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

(See  exhibit  1.) 

Mr.  STAFFORD.  Mr.  President,  I 
have  also  received  a  letter  from  Mr. 
Douglas  A.  Riggs,  general  coimsel  of 
the  Department  of  Commerce,  stating 
the  Department's  strong  opposition  to 
any  further  Buy  America  require- 
ments. Mr.  Riggs  states  that- 


Restricting  the  use  of  foreign  cement  on 
all  Federal-aid  highway  and  transit  projects 
could  easily  result  in  higher  construction 
costs  and  construction  delays. 

He  continues: 

The  Department  is  also  concerned  that, 
because  domestic  production  is  currently  in- 
sufficient to  meet  U.S.  demands  in  some 
markets,  limitations  on  imports  in  these 
areas  will  adversely  affect  economic  activity 
generally.  Because  of  the  difficulties  in  dif- 
ferentiating between  foreign  and  domesti- 
cally produced  cement,  many  U.S.  distribu- 
tors may  simply  discontinue  the  use  of  for- 
eign cement.  This  could  exacerbate  the 
shortage  situation  not  only  for  highway 
projects  but  for  nongovernment  construc- 
tion as  well.  In  certain  areas— especially  the 
border  states  and  the  Northeast— the 
impact  on  price  and  supply  would  be  severe. 

I  ask  unanimous  consent  that  the 
letter  from  Mr.  Riggs  be  printed  in  the 
Record  at  the  conclusion  of  my  re- 
marks. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

(See  exhibit  2.) 

Mr.  STAFFORD.  Mr.  President.  Buy 
America  restrictions  will  make  high- 
way cement  work  more  costly  and 
could  result  in  fewer  highway  miles 
being  built  or  repaired.  Every  producer 
and  distributor,  at  a  minimum,  will 
have  to  construct  separate  facilities  to 
keep  domestic  and  foreign  cement  sep- 
arated because  cement  is  impossible  to 
trace. 

Mr.  President,  in  conclusion,  I  be- 
lieve that  the  costs  generated  by  buy 
America  restrictions  such  as  those  I 
have  described  far  outweigh  any  bene- 
fits. I  urge  my  colleagues  to  resist  ef- 
forts to  expand  on  buy  America  re- 
quirements within  the  Federal-aid 
highway  and  transit  programs  and 
defeat  this  amendment. 

EXHtBIT  1 

Canadian  Embassy. 
Washington,  DC,  August  1,  1986. 
Hon.  Robert  T.  Staftord. 
Senate  Hart  Office  Building, 
Washington,  DC. 

Dear  Senator  Staftord:  I  understand 
that  the  Senate  will  be  considering  S.  2405. 
the  "Federal  Aid  Highway  Act  of  1986".  I 
am  very  grateful  for  your  efforts  in  ensur- 
ing that  this  Bill  does  not  increase  Buy 
America  requirements  under  the  Surface 
Transportation  Assistance  Act. 

However,  my  Government  is  deeply  con- 
cerned over  certain  provisions  of  the  House 
version  of  this  Bill  (H.R.  3129,  the  "Surface 
Transportation  and  Uniform  Relocation  Act 
of  1986").  The  House  Bill  contains  an 
amendment  which  would  place  Buy  America 
restrictions  on  cement  imported  from 
Canada  and  Mexico.  It  is  not  at  all  clear 
why  Buy  America  restrictions  should  apply 
to  imports  from  only  these  two  countries, 
and  especially  Canada  whose  share  of  U.S. 
imports  of  cement  has  fallen  dramatically 
within  the  last  two  years.  It  would  also  in- 
crease the  domestic  content  requirement  for 
rolling  stock  from  the  current  50  per  cent  to 
85  per  cent. 

I  understand  that  this  issue  may  be  joined 
in  conference  and  I  am  taking  this  opportu- 
nity to  reiterate  my  Government's  long- 
standing opposition  to  the  restrictive  Buy 
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America  provision  of  the  Surface  Transpor- 
tation Assistance  Act.  The  possibility  of  re- 
newed or  expanded  restrictions  affecting 
Canadian  cement  and  rolling  stocli  rein- 
forces our  concern  over  this  issue.  You  will 
recall  that  Canada  responded  to  the  remov- 
al of  restrictions  on  cement  in  March  1984 
by  lifting  tariff  surcharges  applied  to  cer- 
tain U.S.  specialty  steel  products.  The  re-im- 
position of  Buy  America  restrictions  on 
cement  and  an  increase  in  domestic  content 
for  rolling  stock  would  be  most  unfortunate 
as  it  would  reopen  the  tariffs  issue  on  cer- 
tain U.S.  specialty  steel  products.  It  would 
also  be  regrettable  for  such  restrictive  provi- 
sions to  be  put  forward  at  a  time  when  our 
two  Governments  are  engaged  In  the  negoti- 
ation of  a  comprehensive  bilateral  trade  lib- 
eralization agreement. 

Thank  you  again  for  your  support  on  this 
issue. 

Yours  sincerely, 

Allan  Gotlieb. 

Ambasaaior. 

Exhibit  2 
General  Counsel  of  the 
U.S.  Department  of  Commerce. 
Washington,  DC.  September  17,  1986. 
Hon.  Robert  T.  Stafford. 
Chairman,  Committee  on  Environment  and 
Public  Works.  U.S.  Senate,  Washington, 
DC. 

Dear  Mb.  Chairman:  The  purpose  of  this 
letter  is  to  convey  the  strong  opposition  of 
the  Department  of  Commerce  to  three  pro- 
visions in  H.R.  3129.  the  Surface  Transpor- 
tation Reauthorization  bill  recently  passed 
by  the  House  of  Representatives.  These  pro- 
visions would  ( 1 )  raise  the  required  domestic 
content  of  buses  and  other  rolling  stock 
whose  construction  or  assembly  is  funded  by 
the  Urban  Mass  Transportation  Administra- 
tion, (2)  increase  the  "buy  America"  prefer- 
ential rate  for  rolling  stock,  and  (3)  impose 
"buy  America"  requirements  on  cement  to 
be  used  in  federally  funded  highway 
projects. 

Your  Committee  recently  marked  up  S. 
2405,  the  Senate  version  of  the  Surface 
Transportation  Reauthorization  legislation. 
In  its  present  form,  the  bill  does  not  contain 
these  provisions.  However,  the  House  ver- 
sion of  the  legislation,  H.R.  3129.  does.  For 
the  following  reasons,  the  E>epartment  of 
Commerce  urges  the  Senate  to  oppose  any 
efforts  to  add  these  provisions  to  S.  2405 
and  to  oppose  efforts  by  the  House  to  in- 
clude these  provisions  during  the  confer- 
ence on  this  legislation. 

DOMESTIC-CONTENT  REQUIREMENTS  FOR 
ROLLING  STOCK 

The  domestic-content  requirements  for 
rolling  stock  contained  in  H.R.  3129  will  not 
result  in  a  net  increase  in  American  jobs.  In- 
stead, they  will  result  in  further  restrictions 
against  American  exports  in  overseas  mar- 
kets. "Buy  national"  requirements  imposed 
by  foreign  governments  are  already  major 
barriers  to  U.S.  exports,  and  we  are  working 
hard  to  eliminate  them.  Enactment  of  "buy 
America"  requirements  just  makes  our  job 
that  much  more  difficult. 

The  domestic-content  requirements  of 
H.R.  3129  would  also  lessen  competition  in 
the  bus  and  subway  car  assembly  and  manu- 
facturing industry,  and  provide  competitive 
advantages  to  certain  firms  at  the  expense 
of  other  firms.  Only  one  subway  car  assem- 
bler, and  a  few  bus  manufacturers,  could 
meet  the  domestic-content  requirements  of 
H.R.  3129.  Those  many  companies  not  meet- 
ing the  requirements  would  suffer  severe  ad- 
verse consequences,   including  the  loss  of 


their  investment.  Over  1,000  jobs  would  be 
jeopardized,  according  to  our  estimates. 
There  is  simply  no  justification  for  this  ex- 
ercise in  economic  favoritism.  Of  course,  di- 
minished competition  in  the  industry  will 
also  result  in  price  increases,  at  a  time  when 
state  and  local  transportation  authorities 
have  a  particular  need  to  use  their  resources 
wisely. 

"BUY  AMERICA"  PREFERENTIAL  RATE  FOR 
ROLLING  STOCK 

The  provisions  increasing  the  "buy  Amer- 
ica" preferential  rate  for  rolling  stock  con- 
stitute an  unwarranted  restriction  on  inter- 
national trade.  As  noted  above,  this  provi- 
sion would  frustrate  our  ongoing  efforts  to 
eliminate  "buy  national"  requirements  im- 
posed by  our  trading  partners.  Enactment  of 
these  provisions  would  undermine  our  ongo- 
ing efforts  to  improve  and  expand  the  Gen- 
eral Agreement  on  Tariffs  and  Trade 
(GATT)  Government  Procurement  Code 
and  negotiate  a  free  trade  area  with 
Canada.  Furthermore,  imposition  of  new 
trade  restrictions  as  we  embark  on  a  new 
round  of  multilateral  trade  negotiations 
would  jeopardize  our  credibility  in  this 
effort. 

"BUY  AMERICA"  REQUIREMENTS  FOR  CEMENT 

The  Department  of  Commerce  also 
Strongly  oppKJses  the  "buy  America"  cement 
provision  in  H.R.  3129.  Like  those  discussed 
above,  this  provision  is  contrary  to  princi- 
ples of  free  trade.  In  addition,  restricting 
the  use  of  foreign  cement  on  all  federal-aid 
highway  and  transit  projects  could  easily 
result  in  higher  construction  costs  and  con- 
struction delays. 

The  Department  is  also  concerned  that, 
because  domestic  production  is  currently  in- 
sufficient to  meet  U.S.  demands  in  some 
markets,  limitations  on  imports  in  these 
areas  will  adversely  affect  economic  activity 
generally.  Because  of  the  difficulties  in  dif- 
ferentiating between  foreign  and  domesti- 
cally produced  cement,  many  U.S.  distribu- 
tors may  simply  discontinue  the  use  of  for- 
eign cement.  This  could  exacerbate  the 
shortage  situation  not  only  for  highway 
projects  but  for  non-government  construc- 
tion as  well.  In  certain  areas— especially  the 
border  states  and  the  Northeast— the 
impact  on  price  and  supply  would  be  severe. 

The  largest  domestic  cement  producers 
are  among  the  largest  importers  of  foreign 
cement  supplies.  This  is  due  partially  to  the 
fact  that  foreign  sources  are  sometimes 
more  readily  available,  particularly  in  the 
border  states.  Since  the  domestic  cement  in- 
dustry has  not  increased  its  capacity  in 
recent  years,  we  must  depend  on  imports  to 
meet  peak  demand  for  the  product  in  some 
market  areas.  In  Florida  and  New  England, 
imports  are  generally  needed  to  meet 
demand. 

In  conclusion,  Mr.  Chairman,  these  three 
provisions  are  contrary  to  our  national  in- 
terest and  to  the  Administration's  free-trade 
principles,  and  will  work  against  consumers 
and  workers  in  the  affected  industries.  The 
Department  strongly  urges  you  and  your 
colleagues  actively  to  work  against  their  in- 
clusion in  any  bill  reauthorizing  highway  or 
transit  programs. 

The  Office  of  Management  and  Budget 
has  advised  that  there  is  no  objection  to  the 
submission  of  this  letter  to  the  Congress 
from  the  standpoint  of  the  Administration's 
program. 

Sincerely, 

Douglas  A  Riggs. 


The  PRESIDING 
yields  time? 


OFFICER.  Who 


Mr.  SYMMS.  Mr.  President,  how 
much  time  do  I  have  remaining? 

The  PRESIDING  OFFICER.  The 
Senator  from  Idaho  has  12  minutes 
and  33  seconds.  The  Senator  from  Mis- 
sissippi has  20  minutes  and  16  seconds. 

Mr.  SYMMS.  Mr.  President.  I  yield 
myself  1  minute. 

The  PRESIDING  OFFICER.  The 
Senator  from  Idaho  is  recognized  for  1 
minute. 

Mr.  SYMMS.  Mr.  President,  I  have  a 
great  deal  of  regard  and  sympathy  for 
the  argtmients  that  have  been  present- 
ed here  by  both  the  distinguished 
President  pro  tempore.  Senator  Thur- 
mond, and  the  distinguished  Senator 
from  Mississippi,  and  I  hear  their 
point  of  view,  but  there  is  one  thing 
we  must  remember.  We  are  talking 
about  dollars  paid  by  U.S.  taxpayers, 
trying  to  buy  road  construction  at  a 
best  price  available  for  them,  so  that 
we  can  get  more  highways  built  for 
the  dollars  that  are  invested  in  the 
highway  system. 

The  Senator  from  South  Carolina 
talks  about  subsidized  cement.  In  the 
Finance  Committee,  we  have  legisla- 
tion pending  right  now,  being  marked 
up  in  the  committee,  dealing  with 
trade,  in  which  four  natural  resource 
subsidies  would  be  addressed.  It  ap- 
pears to  me  that  is  the  appropriate 
place  to  address  this  question. 

As  a  citizen,  if  people  wish  to  buy 
America.  I  will  support  it  and  encour- 
age it.  That  is  fine,  if  people  want  to 
do  that  with  their  own  money.  But 
when  you  start  taking  taxpayers'  dol- 
lars and  then  imposing  "Buy  America" 
restrictions  that  will  interfere  with  Ca- 
nadian and  other  cement  that  comes 
into  the  country,  I  think  it  is  a  high- 
risk  proposition.  This  is  not  the  right 
way  to  impose  trade  restrictions. 

If  you  want  to  talk  about  stopping 
subsidized  cement,  I  favor  that.  The 
appropriate  way  to  handle  that  prob- 
lem would  be  with  countervailing 
duties.  But  to  prohibit  the  use  of  for- 
eign-produced cement  may  result  in  a 
Presidential  veto  of  the  bill.  I  don't 
think  any  of  us  want  that  result. 

Mr.  President.  I  yield  7Vi  minutes  to 
the  distinguished  Senator  from  New 
York. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  York  is  recognized 
for  7V4  minutes. 

Mr.  MOYNIHAN.  I  thank  my  friend, 
the  distinguished  manager  of  this  leg- 
islation. 

Mr.  President,  the  Senator  from 
Idaho  has  said  that  he  feels  that  this 
provision  would  be  a  mistake.  I  should 
like  to  report  to  the  Senate  that  this 
provision  already  has  been  tried  and 
has  been  proved  a  mistake. 

The  Senate  will  recall  that  a  "Buy 
America"  provision  was  in  the  High- 
way Act  from  1982  to  1984,  so  we  have 
had  an  experiment.  It  was  a  particu- 
larly precise  experiment  in  the  State 
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of  New  York,  which  I  have  the  honor 
to  represent— a  big  State.  The  State's 
limestone  formations  run  northwest 
through  the  Catskills,  west  to  Buffalo, 
south  as  far  as  Mount  Vernon,  NY. 
and  east  to  the  Connecticut  and  Mas- 
sachusetts borders. 

We  have  a  cement  industry  in  New 
York.  A  broken  limestone  ridge  runs 
north  and  south— the  Lake  Cham- 
plain-Hudson  River  geologic  forma- 
tion. We  make  cement  in  Glens  Palls 
and  Ravena  and  places  like  that. 

All  that  cement  makes  its  way  down 
river.  It  is  a  waterbome  commerce.  It 
is  bulk.  The  price  is  about  $55  to  $60  a 
ton.  Anjrplace  where  water  transporta- 
tion is  available  is  a  logical  route  for 
cement,  and  the  cement  in  the  eastern 
part  of  our  State  makes  its  way  down 
to  the  metropolitan  area  of  New  York 
and  elsewhere. 

West  from  the  Hudson,  you  will  not 
get  to  a  cement  plant  for  200  or  300 
miles.  There  are  some  in  Pennsylva- 
nia, but  none  really  in  that  region, 
except  just  on  the  other  side  of  Lake 
Ontario,  where  there  is  another  lime- 
stone ridge,  and  where  the  Canadians 
produce  perfectly  good  cement,  which 
we  have  been  trading  for  a  century 
and  a  half. 

When  the  Buy  America  Act  went 
into  effect,  the  price  of  cement  in  Syr- 
acuse, NY,  went  up  $5  a  ton.  That  is  a 
10-percent  increase.  Why?  Because 
they  could  not  bring  the  cement  in  the 
Oswego  branch  of  the  Erie  Canal  and 
across  the  lake.  This  was  self-inflicted 
injury.  It  raised  the  cost  of  all  related 
goods  and  services  in  that  part  of  the 
State,  for  that  period. 

Beyond  that,  Mr.  President,  this  pro- 
posal to  reenact  that  experiment,  a 
failed  experiment,  is  particularly  baf- 
fling and  in  some  ways  ominous. 

The  Portland  cement  industry  in 
this  country  is  producing  at  above  its 
nominal  production  capacity.  There  is 
no  spare  capacity  at  all.  The  improb- 
able number  of  109  percent  of  capacity 
is  the  present  level  of  production,  and 
there  is  always  a  little  extra.  You  can 
always  squeeze  a  little  more  out  of  an 
industrial  plant,  and  that  is  happen- 
ing. 

There  is  a  shortage  of  output  but  no 
shortage  of  work.  All  that  this  provi- 
sion would  do,  according  to  the  Inter- 
national Trade  Commission,  would  be 
to  save  80  jobs,  as  the  Senator  from 
Vermont  suggested.  And  the  cost  per 
job  saved  could  be  as  high  as  $180,000. 

What  is  the  matter  with  our  coun- 
try, that  we  find  it  necessary  to  pro- 
tect ourselves  from  the  cement  pro- 
duced by  our  nearest  neighbor  and 
friend— commerce  that  has  been  going 
on  for  a  century  and  a  half?  The  ele- 
mental economics  of  transportation 
support  this  commerce. 

Moreover,  such  a  proposal  comes  at 
a  particularly  inopportune  time.  Presi- 
dent Reagan  and  Prime  Minister  Mul- 
roney    have    done    an    extraordinary 


thing.  They  have  initiated  major  trade 
negotiations  which  are  now  underway. 

This  is  the  first  time  in  75  years  this 
has  happened.  President  Taft  and 
then-Prime  Minister  Laurier  proposed 
such  an  enterprise  in  1911,  and  it 
quickly  came  to  grief  over  fears  from 
both  sides  of  the  border.  It  took  three- 
quarters  of  a  century  to  get  back  to 
the  point  where  a  Canadian  Prime 
Minister  was  prepared  to  do  this  with 
an  American  President,  and  vice  versa. 
And  right  in  the  middle  of  these  nego- 
tiations we  propose  to  do  something 
like  this! 

What  has  come  of  the  United  States 
of  America  that  we  are  threatened  by 
cement  imports?  Mr.  President,  this  is 
unbecoming  of  us.  It  is  inefficient  of 
us.  We  have  no  right  to  waste  public 
moneys  in  this  manner,  and  it  is  a  dis- 
service to  the  President  of  the  United 
States  to  do  this  when  Canada  will 
have  to  retaliate.  Our  relations  with  a 
nation  such  as  Canada  are  of  such  pro- 
found consequences  in  diplomatic,  in 
military,  and  economic  matters,  how 
could  we  think  of  jeopardizing  such  a 
relationship? 

These  events  are  seen  and  heard. 
There  is  no  Buy  Canada  cement  provi- 
sion out  of  Ottawa.  Agreed,  there  is 
such  a  provision  in  the  Province  of 
Quebec,  and  I  wish  there  were  not, 
and  there  ought  not  to  be.  But  it  is  un- 
becoming of  us  to  do  this;  it  is  unwise; 
it  is  imprudent,  it  is  wasteful,  and  it 
puts  in  jeopardy  a  major  initiative  of 
President  Reagan,  which  is  a  freer 
trade  relationship  across  the  border 
with  Canada.  I  hope  this  will  not  be 
done. 

I  would  say  once  again  we  have  tried 
the  experiment.  I  can  report  for  the 
State  of  New  York  that  it  was  a  great 
mistake.  Can  we  not  learn  from  our 
experience? 

I  thank  the  Chair. 

Mr.  CHAFEE  addressed  the  Chair. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

Mr.  SYMMS.  I  yield  to  the  distin- 
guished Senator  from  Rhode  Island  2 
minutes. 

The  PRESIDING  OFFICER.  The 
Senator  from  Rhode  Island  is  recog- 
nized for  2  minutes. 

Mr.  CHAFEE.  Mr.  President,  we  are 
really  playing  with  fire  here.  We  are 
not  doing  anything  for  the  domestic 
cement  industry,  as  has  been  so  clearly 
pointed  out.  The  total  imports  from 
Canada  amoimt  to  4  percent  of  U.S. 
consumption.  So  what  we  are  doing  is, 
in  an  extreme  fashion,  irritating  a 
neighbor  of  ours  and  one  of  the  great 
customers  we  have.  Listen  to  these  sta- 
tistics. Ontario  is  the  largest  single 
customer  for  American-made  products 
in  the  world.  In  1985,  U.S.  exports  to 
Ontario  were  valued  at  $40  billion— 19 
percent  of  all  U.S.  exports. 

Are  these  exports  growing?  We  know 
they  are  declining  all  over  the  rest  of 
the  world.  What  is  happening  with 


Ontario?  Between  1981  and  1985,  U.S. 
exports  to  Ontario  advanced  by  51  per- 
cent, to  the  $40  billion.  In  1985,  Ontar- 
io consimiers  purchased  20  percent  of 
all  U.S.-manufactured  exports.  That  is 
where  we  are  trying  to  do  some  good 
in  our  sales  abroad,  with  manufac- 
tured exports.  Twenty  percent  of  all  of 
them  went  to  Ontario;  never  mind  how 
many  went  to  the  balance  of  Canada. 
But  this  is  the  principal  province  we 
are  dealing  with.  We  are  saying  to 
Canada,  "No,  we  are  not  even  going  to 
let  you  sell  4  percent  of  our  total 
cement  supply  in  the  United  States." 

Mr.  President.  I  plead  with  my  col- 
league to  reject  this  amendment  be- 
cause of  the  dangers  it  imposes  on  the 
United  States.  Now,  I  would  say  that  if 
this  amendment  should  be  adopted,  we 
have  word  from  the  Office  of  Manage- 
ment and  Budget  that  they  would  rec- 
ommend a  veto  to  the  President  of  the 
United  States.  Certainly,  with  all  of 
the  work  we  have  done  in  this  high- 
way bill,  we  do  not  want  to  have  it  en- 
dangered by  a  measure  such  as  this. 

The  PRESIDING  OFFICER.  The 
Senator's  time  has  expired. 

Who  yields  time? 

Mr.  SYMMS.  Mr.  President,  I  yield 
to  the  distinguished  Senator  from 
Rhode  Island. 

The  PRESIDING  OFFICER.  The 
Senator  from  Rhode  Island  is  recog- 
nized for  not  to  exceed  1  minute  9  sec- 
onds. 

Mr.  CHAFEE.  Mr.  President,  I  ask 
unanimous  consent  that  two  letters 
and  a  telegram  that  I  have  be  printed 
in  the  Record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Consolidated 
React  Mixed  Concrete. 
East  Providence,  Rl,  August  18,  1986. 
Hon.  John  H.  Ckafee. 

U.S.  Senate,  Senate  Dirksen  Office  Building, 
Washington,  DC. 

Dear  Senator  Chafee.  As  a  cement  ready- 
mixer  from  your  state.  I  am  writing  to  ex- 
press my  strong  opposition  to  a  Buy  Amer- 
ica cement  proposal  in  the  House  highway 
reauthorization  bill  (H.R.  3129).  A  similar 
bill  (S.  2405)  will  be  addressed  on  the  Senate 
floor  in  the  near  future.  Your  continued 
strong  opposition  to  the  Buy  America 
cement  provision  is  vital  to  the  health  of  my 
business. 

I  know  you  are  aware  of  the  adverse  impli- 
cations of  such  a  ban  on  U.S.  trade  relations 
and  on  U.S.  compliance  with  standard  inter- 
national trading  practices  (GATT).  This 
proposal  would  also  be  very  damaging  to  the 
U.S.  domestic  economy.  Every  small  busi- 
ness person  needs  as  many  alternate  sources 
of  supply  as  possible.  For  a  variety  of  rea- 
sons, many  U.S.  cement  producers  have 
abandoned  markets  in  the  Northeast  and 
along  the  U.S./Canadian  border.  Thus,  be- 
cause of,  prohibitive  transportation  costs, 
many  ready-mix  companies  have  no  read  al- 
ternative to  Canadian  or  other  foreign 
cement. 

If  foreign  cement  were  banned  from  use  in 
federal  highway  projects,  many  of  us  would 
either  face  shortages  or  severe  price  disad- 
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vantages  because  of  the  cost  of  transporting 
cement  over  long  distances.  In  any  event, 
the  result  would  be  higher  prices,  economic 
disruptions  and  inflation  in  construction 
costs.  This  would  mean  less  highway  miles 
for  the  same  amount  of  money. 

This  protectionist  language  would  not  Just 
affect  highway  projects.  Many  ready-mixers 
have  only  one  silo  in  which  to  store  their 
cement.  If  forced  to  differentiate  between 
foreigh  and  U.S.  cement,  many  could  not 
afford  the  cost  of  another  silo,  or  the  over- 
whelming bookkeeping  complications,  and 
might  be  forced  to  discontinue  use  of  for- 
eign cement  for  non-government  construc- 
tion projects  as  well.  In  summary,  such  a 
ban  would  adversely  affect  Rhode  Island, 
the  entire  domestic  economy,  and  my  small 
business. 

You  are  a  member  of  the  Senate  Environ- 
ment and  Public  Works  Committee  that  has 
jurisdiction  over  the  Surface  Transporta- 
tion Assistance  Act  (STAA)  to  which  the 
House  has  attached  this  provision.  I  appre- 
ciate your  excellent  efforts  in  the  past  and 
urge  you  to  keep  this  proposal  or  any  simi- 
lar proposal  out  of  the  Senate  bill. 
Sincerely, 

George  Pesce. 
Vice  President 

FiORE  Ready-Mix  Co..  Inc. 
Peace  Dale,  RI,  August  25,  1986. 
Hon.  John  Chafee. 
U.S.  Senate,  Washington,  DC. 

Dear  Senator  Chafee:  As  a  cement  ready- 
mixer  from  your  state.  I  am  writing  to  urge 
you  to  oppose  any  attempt  to  insert  a  Buy 
America  cement  provision'  in  S.  2405.  the 
highway  bill  reauthorization.  The  highway 
bill  reauthorization  would  restrict  the  use  of 
foreign  cement  in  any  federal  highway 
project. 

Buy  America  does  not  take  into  account 
the  unique  makeup  of  the  cement  industry. 
For  one  thing,  domestic  producers  cannot 
meet  consumer  demand.  Plants  were  not  up- 
graded and  expansion  was  curtailed  to  such 
a  degree  in  the  1970's  that  now.  in  the 
1980's,  foreign  cement  is  an  invaluable,  irre- 
placeable product  to  ready-mixers.  This  is 
es[>ecially  true  in  the  Northeast  and  along 
the  U.S.  Canadian  border.  If  foreign  cement 
were  banned  from  use  in  federal  highway 
projects,  many  of  us  would  face  shortages 
and  severe  price  increases  because  of  the 
cost  of  transporting  cement  over  long  dis- 
tances. We  would  either  have  to  stop  bid- 
ding on  projects  or  build  costly  cement  silos 
to  differentiate  between  foreign  and  domes- 
tic cement.  This,  in  turn,  could  lead  to  dis- 
continuation of  the  use  of  any  foreign 
cement  and  thus  create  domestic  cement 
monopolies.  In  any  event,  the  result  would 
be  economic  disruptions  and  inflation  in 
construction  costs.  This  would  mean  less 
highway  miles  for  the  same  amount  of 
money. 

The  ready-mix  people  of  our  state  will 
greatly  appreciate  your  efforts  to  defeat  any 
such  provisions  on  the  Senate  floor. 
Sincerely, 

Roland  Fiore,  Jr., 

President 

[Telegram] 
Independent  Cement  Corp., 

Providence,  RI. 
Senator  John  Chapee, 
Capitol  One,  DC. 

We  urgently  need  your  strong  opposition 
to  any  Buy  America  cement  provision  in  the 
reauthorization  of  the  Surface  Transporta- 
tion   Assistance    Act    (S.    2405).    Domestic 


cement  producers  cannot  meet  cement  de- 
mands. This  legislation  would  be  devastat- 
ing to  the  construction  and  trsinsportation 
industries  in  Rhode  Island  that  depend  on 
foreign  supplements. 

William  A.  Baugh. 

Mr.  COCHRAN  addressed  the  Chair. 

The  PRESIDING  OFFICER.  Who 
yields  time? 

The  Senator  from  Mississippi. 

Mr.  COCHRAN.  Mr.  President,  may 
I  inquire  about  the  time  remaining  for 
each  side  on  this  amendment? 

The  PRESIDING  OFFICER.  The 
Senator  from  Mississippi  as  the  propo- 
nent of  the  amendment  has  20  min- 
utes and  4  seconds.  The  Senator  from 
Idaho  has  54  seconds. 

Mr.  COCHRAN.  I  thank  the  Chair. 

Mr.  President,  I  yield  myself  such 
time  as  I  may  consimie. 

The  PRESIDING  OFFICER.  The 
Senator  from  Mississippi  is  recognized. 

Mr.  COCHRAN.  Mr.  President,  I  ap- 
preciate the  concerns  expressed  by 
those  who  have  spoken  in  opposition 
to  the  amendment.  It  is  certainly  not 
the  intention  of  this  Senator  to  urge 
the  Senate  to  agree  to  an  amendment 
which  would  be  targeted  toward  any 
of  our  friends  in  other  countries  or  our 
neighbors  or  that  would  affect  their 
economies  or  their  ability  to  sell  prod- 
ucts and  compete  in  our  market  in  the 
United  States.  That  is  not  what  the 
amendment  seeks  to  do.  I  am  con- 
vinced that  is  not  the  effect  of  the 
amendment.  We  are  talking  about 
only  7  percent  of  the  total  cement 
sales  in  the  United  States,  which 
would  be  restricted  to  American 
firms— only  7  percent.  So,  if,  as  the 
Senator  from  Rhode  Island  urges,  our 
friends  in  Canada  are  selling  and 
claiming  a  market  share  here  of  about 
4  percent  of  total  consumption,  then 
the  impact  on  that  producing  country 
would  not  be  very  great. 

Let  me  say  that  Canada  has  about  23 
percent  of  the  share  of  the  total 
import  cement  market.  Spain  has 
about  the  same  share.  Other  coun- 
tries—Mexico, Venezuela,  Colombia- 
are  also  selling  in  this  market.  There 
are  new  countries  competing  now— 
Korea,  and  Greece  are  examples. 
Others  are  getting  involved  too.  Every- 
body is  getting  on  the  act  because  it  is 
a  huge  market.  It  offers  tremendous 
potential,  particularly  for  those  coun- 
tries that  are  getting  started  in  the 
business  of  exporting  cement.  That 
which  caruiot  be  sold  in  their  own 
country  is  being  shipped  here  and 
dumped  into  this  market  at  prices 
below  the  cost  of  production. 

I  used  as  examples  the  prices  that 
are  being  charged  by  Mexico  and 
Spain  for  their  cement  when  it  is 
shipped  into  the  United  States  as  com- 
pared with  the  prices  of  the  same 
cement  that  is  being  sold  in  their 
countries— it's  less  than  half  the  price 
here  in  the  United  States.  That  is  the 
kind  of  competition  that  is  hurting 
our  industry  and  is  going  to  erode  the 


entire  industry.  We  are  writing  a  blue- 
print for  the  demise  of  the  U.S. 
cement  industry. 

D  1100 

Some  say  "Well,  it  doesn't  mean 
that  many  jobs."  Twenty-six  thousand 
jobs  is  what  it  means.  It  means  an  un- 
derlying business  that  has  been  a  very 
important  part  of  our  Nation's  econo- 
my. 

I  wonder  what  the  pressures  are  that 
have  caused  us  to  treat  this  industry 
different  from  our  other  industries 
under  this  Federal  highway  program. 

It  is  very  interesting,  Mr.  President, 
that  when  the  Buy  American  provision 
was  written  into  the  bill  in  1982  it  in- 
cluded steel,  cement,  and  other  manu- 
factured products.  Then  cement  was 
taken  out  in  1984  by  the  committee. 

This  is  an  effort  to  simply  put  that 
back  in  the  bill  and  require  that 
cement  be  treated  as  other  manufac- 
tured products  in  the  United  States. 

You  would  think  we  were  asking 
people  here  today  to  vote  to  bankrupt 
the  Nation  or  destroy  our  trade  rela- 
tions with  all  our  friends  around  the 
world.  They  can  still  come  in  and  sell 
their  cement  in  the  market  and  com- 
pete with  our  firms  as  they  have  been 
doing  in  the  past.  They  now  have 
about  a  17-percent  share  of  our 
market.  Foreign  producers  do. 

What  is  alarming  is  the  rate  at 
which  that  is  increasing.  The  rate  of 
growth  of  the  foreign  share  of  the 
American  market  is  alarming,  and  that 
is  why  we  are  debating  this  today,  Mr. 
President. 

Are  we  going  to  just  sit  back  and  just 
observe  this  and  say  to  the  cement  in- 
dustry "I  am  sorry."  We  are  going  to 
do  something  about  insisting  that  our 
steel  be  used  in  Federal  aid  highway 
projects,  we  are  going  to  require  that 
other  manufactured  products  be  ob- 
tained from  American  firms  in  our 
Federal  aid  highway  projects,  but  not 
cement.  We  are  going  to  write  them 
off.  We  are  going  to  give  that  to  all  of 
our  foreign  friends  and  let  them  sell  in 
our  market,  destroy  our  indigenous 
cement  industry,  and  let  the  foreign- 
ers have  it. 

I  just  do  not  think  that  ought  to  be 
our  national  policy,  Mr.  President,  and 
that  is  why  the  issue  is  before  the 
Senate  today. 

I  think  jobs  and  American  workers 
are  more  important  than  that  and  our 
attitude  ought  to  be  that  we  recognize 
that  we  have  a  responsibility  to  our 
own  industries,  not  to  protect  them 
from  foreign  competition  in  every  re- 
spect but  where  U.S.  highway  tax  dol- 
lars are  used  for  Federal  construction 
projects,  the  goods,  the  ingredients 
that  go  into  making  up  that  project 
ought  to  be  American  products.  That 
is  all  we  are  saying  here. 

Let  me  also  respond  to  the  sugges- 
tion by  our  friends  who  spoke  in  oppo- 
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sition  to  the  amendment  that  the 
impact  on  the  highway  program  would 
be  devastating  in  terms  of  costs.  I 
think  that  is  an  over-statement,  and  it 
is  just  not  reflected  in  the  facts,  as  I 
understand  them,  Mr.  President. 

If  we  assume  that  the  adoption  of 
this  amendment  would  increase  the 
price  of  cement  that  goes  into  Federal 
aid  projects  by  $10  a  ton,  which  we  do 
not  concede,  the  impact  would  be  less 
than  one-hundredth  of  1  percent  in 
terms  of  the  total  cost  of  aU  the 
projects  that  would  be  authorized  in 
this  bill.  We  are  not  talking  about  im- 
posing any  unusual  expense  on  our 
Federal  Aid  Highway  Program.  The 
cost  would  be  negligible,  Mr.  Presi- 
dent, and  that  is  a  fact. 

We  are  just  suggesting  that  we 
ought  not  to  single  out  one  of  our  in- 
dustries and  treat  it  differently  from 
the  way  we  treat  steel  and  the  manu- 
facturers of  other  products  that  are 
used  in  the  highway  program.  That  is 
all  we  are  aslung. 

This  is  a  surface  transportation  act 
that  means  a  great  deal  to  the  trans- 
portation resources  of  our  country,  It 
is  a  very  important  program.  We  call  it 
the  national  defense  highway  trust 
fimd  that  we  use  to  pay  for  these 
projects.  It  Is  my  hope  that  we  will 
recognize  our  indigenous  industries  as 
a  part  of  the  economic  strength  of  our 
country  that  permits  us  to  be  able  to 
defend  ourselves,  or  have  something  to 
defend. 

I  am  worried  that  we  are  going  to 
see  our  trade  deficit  become  worse  if 
we  do  not  start  taking  corrective 
action. 

This  is  one  small  step,  one  thing  we 
can  do  today  which  will  help  restore  a 
better  trade  balance.  It  is  not  going  to 
turn  around  the  entire  industry  but  it 
is  going  to  at  least  show  American 
workers  and  businessmen  and  women 
who  are  involved  in  the  American 
cement  industry  that  we  are  not  just 
going  to  trade  them  off.  We  talk  about 
negotiations  with  our  friends  around 
the  world  on  matters  of  trade. 

Here  is  where  we  have  cashed  in  too 
early.  We  have  traded  in  all  of  our 
chips  in  advance  of  the  negotiations 
with  Canada.  We  have  taken  out,  uni- 
laterally, the  provision  that  relates  to 
cement  and  said  we  give  in  on  that 
before  we  even  start  the  talks.  I  think 
that  is  a  very  bad  mistake,  Mr.  Presi- 
dent, and  we  should  not  support  that 
kind  of  policy  here  in  the  Senate 
today. 

I  reserve  the  remainder  of  my  time. 

The  PRESIDING  OFFICER  (Mr. 
Kasten).  Who  yields  time? 

BUT  AMERICA,  CEMENT 

Mr.  DeCONCINI.  Mr.  President, 
cement  imports  have  been  rising  dra- 
matically over  the  last  several  years. 
My  State,  Arizona,  has  been  one  of  the 
importers'  primary  targets.  Imports  in 
Arizona  accoimted  for  17.3  percent  of 
the  Arizona  market  for  the  first  half 


of  1986.  The  trend  line  is  continuing 
upward. 

By  far  the  largest  share  of  these  im- 
ports comes  from  new  plants  and  ex- 
pansions in  Mexico  that  have  come  on 
line  within  the  last  5  years.  Though 
they  are  some  distance  from  the  Arizo- 
na markets— U.S.  plants  would  find  it 
difficult  to  ship  their  cement  the  same 
distance  and  remain  competitive— 
these  plants  have  large  capacities  that 
will  not  be  fully  utUized  by  the  inter- 
nal Mexican  construction  market. 
That  can  only  mean  continued  import 
penetration  into  Arizona  and  the 
border  States. 

We  are  sympathetic  to  the  needs  of 
our  neighbors  in  Mexico  for  trade  with 
the  United  States  in  order  to  work 
their  way  out  of  the  current  Mexican 
economic  troubles.  But  for  jobs,  in- 
vestment, and  competitiveness  in  Ari- 
zona, the  consequences  of  the  foreign 
cement  incursion  are  disastrous.  We 
have  modem,  state-of-the-art  cement 
plants  in  Arizona,  but  they  require 
continuous  reinvestment  to  maintain 
their  productivity  and  efficiency.  We 
have  a  growing  construction  market 
that  needs  new  production  capacity 
for  cement,  but  this  takes  large,  long- 
term  capital  investments  to  build  new 
facilities  or  reopen  mothballed  plants. 
This  kind  of  investment  in  the  future 
is  not  occurring  now  in  the  Arizona 
cement  industry,  and  the  reason  for  it 
is  imports. 

It  is  important  to  add  that  these  im- 
ports are  unfairly  traded.  The  Com- 
merce Department  has  found  that 
Mexican  cement  imports  are  subsi- 
dized by  several  Mexican  Government 
programs.  In  addition,  as  the  Senate  is 
well  aware,  there  is  a  fierce  debate  in 
the  courts  and  agencies,  as  well  as  in 
Congress,  over  whether  the  cheap  fuel 
and  energy  supplied  to  the  Mexican 
cement  makers  constitutes  a  counter- 
vailable  subsidy.  In  the  only  two 
dumping  cases  brought  so  far  against 
foreign  cement,  the  dumping  margins 
found  by  Commerce  were  massive— 
from  45  to  136  percent.  These  are  ac- 
counts in  the  international  trade  press 
that  more  dumping  cases  are  on  the 
way. 

In  the  Southwestern  States,  we  have 
seen  a  nimiber  of  U.S.  cement  kilns 
shutdown  in  the  last  year  or  2,  with 
the  U.S.  cement  companies,  them- 
selves, forced  to  import  in  order  to 
compete.  Make  no  mistake  about  it: 
This  is  a  highly  distasteful  step  for 
the  American  manufacturers.  They  do 
not  aspire  to  be  a  sales  network  for 
foreign  cement  producers.  They  want 
to  keep  their  plants  running,  to  re- 
place old  plants  with  new  ones,  and  to 
expand  their  capacity.  But  with  for- 
eign cement  flowing  in  from  nearly  a 
dozen  countries,  they  do  not  have 
much  choice. 

One  thing  seems  clear  in  this  situa- 
tion: We  did  not  enact  .he  1982  gas  tax 
increase  in  order  to  transfer  dollars 


from  the  taxpayers  to  foreign  cement 
producers.  Using  Federal  highway 
funds  for  foreign  cement  is  bad  for  our 
foreign  trade  deficit,  bad  for  the  com- 
petitiveness of  the  U.S.  cement  indus- 
try, bad  for  new  investment,  and  bad 
for  jobs  in  Arizona  and  elsewhere.  For 
these  reasons.  I  urge  my  colleagues  to 
support  reimposition  of  a  Buy  Ameri- 
can provision  in  the  aid-to-highways 
authorization  bill. 

Mr.  KASTEN.  Mr.  President,  I  rise 
to  express  my  regret  that  I  cannot 
support  the  amendment  offered  by  my 
friend  from  Mississippi,  Senator  Coch- 
ran. 

As  my  colleagues  know,  I  have  long 
advocated  a  stronger  American  trade 
policy  that  seeks  to  make  our  system 
more  fair.  Unfortimately,  this  particu- 
lar amendment  falls  short  of  that  goal, 
and  I  must  oppose  this  amendment  in 
its  current  form. 

This  amendment  is  harmful  to  the 
group  it  is  supposed  to  help  the  most— 
the  cement  manufacturers.  It  assumes 
that  American  cement  manufacturers 
are  being  forced  to  close  down  their 
doors  because  of  a  glut  of  imported 
cement  from  Canada  and  Mexico.  The 
truth  is,  that  in  every  State  except  for 
Mississippi,  domestic  cement  manufac- 
turers rely  on  both  imported  cement 
and  cement  produced  in  their  own  fa- 
cilities. Without  the  imports,  the 
cement  manufacturers  would  be 
unable  to  keep  up  with  the  demand, 
and  thus,  some  jobs  would  almost 
surely  be  lost.  I  have  heard  from  many 
cement  manufacturers  in  Wisconsin, 
and  although  some  are  for  the  lan- 
guage of  this  amendment,  it  is  clear 
that  a  great  many  more  people  are  op- 
posed. 

Not  only  will  this  amendment  clear- 
ly hurt  most  cement  manufacturers  in 
Wisconsin,  it  will  also  hurt  ports  like 
those  in  Green  Bay  and  Duluth-Supe- 
rior  which  import  some  of  the  greatly 
needed  foreign-made  cement. 

For  these  reasons,  Mr.  President,  I 
must  oppose  this  amendment. 

Mr.  BAUCUS.  There  are  times  when 
frustration  comes  very  close  to  over- 
taking commonsense. 

Our  commonsense  tells  us  that  Buy 
America  provisions  are  the  classic  ex- 
ample of  shooting  ourselves  in  the 
foot. 

They  distort  trade  flows,  create  eco- 
nomic inefficiencies  and  generally 
result  in  higher  prices.  They  cause 
trade  to  shrink,  and  that  means  lost 
jobs.  They  invite  retaliation. 

Even  so,  it's  tempting  to  consider 
Buy  America  provisions  when  you 
reach  the  last  straw,  and,  frankly,  Mr. 
President,  I  came  very  close  to  reach- 
ing that  point  in  the  case  of  a  small 
Montana  cement  company. 

In  June,  this  particular  Montana 
company  was  low  bidder  on  a  tender  to 
supply  12,000  tons  of  cement  for  a 
strip  of  highway  in  Alberta. 
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They  offered  the  highest  quality 
product  at  the  lowest  price.  But  did 
they  get  the  contract?  No.  Mr.  Presi- 
dent, they  did  not. 

After  behind-the  scenes  maneuver- 
ing, the  Alberta  authorities  decided 
not  to  buy  American  cement  and 
awarded  the  contract  to  a  Canadian 
company. 

That  wasn't  the  end.  Things  took  a 
turn  for  the  worse  when  specifications 
In  tenders  let  by  the  Alberta  provincial 
government  indicated  that  a  fairly 
tough  Buy  Canada  policy  was  in 
effect. 

I  was  ready  then,  Mr.  President,  to 
argue  for  reciprocity,  and  ready  to 
propose  a  limited  Buy  America  provi- 
sion to  convince  Alberta  to  mend  its 
ways. 

But  I  knew  that  that  was  the  "last- 
straw"  option.  The  Montana  company 
agreed  with  me  that  that's  not  the 
way  to  promote  trade  or  economic 
growth. 

We  worked  with  the  Alberta  Govern- 
ment, and  the  Canadian  Government 
in  Ottawa.  We  worked  with  the  Cana- 
dian cement  companies  to  get  this 
thing  resolved. 

I'm  pleased  to  report  that  we've 
been  successful.  That  problem  was  re- 
solved—by negotiation  and  by  good 
faith  efforts  on  all  sides. 

The  Montana  company  was  told  offi- 
cially by  the  Alberta  Government  that 
they  will  henceforth  be  placed  on  the 
list  of  approved  bidders  for  future 
projects. 

This  means  they'll  have  a  chance  to 
compete  on  equal  terms  with  other 
contenders.  This  means  they'll  have  a 
chance  to  benefit  from  trade. 

I'm  convinced,  Mr.  President,  that 
that's  the  way  to  go,  not  Buy  America 
provisions. 

We've  preserved  trade  relations,  kept 
open  the  possibility  of  growth  through 
trade  and  solved  our  problem. 

A  vote  for  this  Buy  America  provi- 
sion would  undo  all  of  these  good  ef- 
forts. It  would  guarantee  that  this 
Montana  company  would  once  again 
be  shutout  of  the  Alberta  market. 

But  the  damage  would  not  be  limited 
to  Alberta.  This  provision  would  invite 
Canada  and  all  of  our  trading  partners 
to  retaliate  by  erecting  their  own  Buy 
Whatever  provisions. 

Make  no  mistake,  Mr.  President.  If  it 
turns  out  that  Alberta  is  not  making 
good  on  its  promises,  I  will  revisit  the 
Buy  America  question. 

Until  then,  I'm  convinced  that  that's 
not  the  way  to  go,  and  that's  why  I'm 
voting  against  this  amendment. 

Mr.  SYMMS.  Mr.  President.  I  yield 
myself  24  seconds. 

B4r.  President.  I  just  bring  to  the  at- 
tention of  my  colleagues  a  letter  from 
.  Jim  Miller,  the  Director  of  the  Office 
of  Management  and  Budget  of  the  Ex- 
ecutive Office  of  the  President.  Mr. 
Miller  indicates  that  the  senior  advis- 
ers to  the  President  would  recommend 


a  veto  if  this  "Buy  America"  proposal 
is  adopted. 

I  hope  my  colleagues  will  support  a 
motion  to  table  when  it  is  offered. 

I  yield  the  remaining  30  seconds  to 
the  Senator  from  Rhode  Island. 

Mr.  CHAFEE.  Mr.  President,  I  just 
point  out  that  as  far  as  the  Canadian 
imports  go,  in  1980  they  were  3.4  per- 
cent; in  1983  they  dipped  to  3  percent; 
in  1985  they  are  at  4  percent. 

So  there  is  not  a  surge  of  Canadian 
imports  into  the  United  States,  ex- 
ports to  the  United  States  of  Canadian 
cement. 

If  we  adopt  this  amendment  we 
threaten  American  coal  sales,  Ameri- 
can computer  sales,  aircraft  sales,  trac- 
tor sales,  chemical  product  sales,  scien- 
tific equipment  sales.  It  will  be  ex- 
tremely damaging  to  American  im- 
ports and  to  our  balance  of  trade. 

Mr.  COCHRAN.  Mr.  President,  I 
have  been  asked  by  the  Senator  from 
Pennsylvania  [Mr.  Specter]  to  indi- 
cate that  he  does  not  wish  to  be  listed 
as  a  cosponsor  of  the  bill. 

Mr.  President,  let  me  say,  in  conclu- 
sion, and  I  intend  to  yield  back  the  re- 
mainder of  my  time— I  assume  all  time 
has  been  consumed  by  the  opponents 
of  the  bill— there  was  a  reference 
made  to  the  impact  on  small  business- 
men and  those  who  have  small  firms. 

This  amendment  does  not  treat 
cement  producers  any  different  from 
producers  of  any  other  manufactured 
goods  or  producers  of  steel.  It  puts 
them  all  on  the  same  footing.  There  is 
no  distinguishing  between  large  sub- 
contracts or  small  subcontracts. 

This  provision  is  described  in  the  bill 
as  any  project  whose  total  costs 
exceed  $500,000.  That  does  not  mean 
that  you  have  to  sell  $500,000  worth  of 
cement  in  a  project  to  come  under  the 
terms  of  this  provision. 

Also,  most  firms  who  do  sell  cement 
for  inclusion  in  Federal  aid  highway 
projects  have  more  than  one  silo,  more 
than  one  bin  for  the  storage  of 
cement. 

So,  I  think  the  facts  indicate  that 
this  does  not  adversely  affect  any 
small  business;  that  the  preference  for 
small  business  is  not  going  to  be  af- 
fected by  this  amendment. 

I  yield  back  the  remainder  of  my 
time. 

Mr.  SYMMS.  Mr.  President,  I  ask 
unanimous  consent  to  have  printed  in 
the  Record  a  letter  from  James  C. 
Miller  III.  Director  of  the  Office  of 
Management  and  Budget. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Executive  Office  of  the  Presi- 
dent, Office  of  Management  and 
Budget, 

Washington,  DC. 
Hon.  Robert  J.  Dole, 
U.S.  Senate, 

Washington,  DC. 

Dear  Bob:  I  am  writing  to  convey  the  Ad- 
ministration's strong  opposition  to  a  "Buy 


America"  amendment  to  be  offered  by  Sena- 
tor Cochran  to  S.  2405,  the  Federal  Aid 
Highway  Act  of  1986. 

We  understand  that  the  amendment 
would  prohibit  purchases  of  foreign  materi- 
als for  Federally-funded  highway  projects. 
Such  a  provision  would  add  millions  of  dol- 
lars to  the  cost  of  highway  projects:  cause 
substantial  construction  delays  (because  of 
insufficient  domestic  cement  production); 
and  invite  foreign  retaliation  against  U.S. 
exports.  The  Office  of  the  U.S.  Trade  Rep- 
resentative advises  that  restraints  on 
cement  imports  would  almost  certainly 
result  in  Canadian  retaliation  against  U.S. 
specialty  steel  exports. 

The  proposed  amendment  is  clearly  con- 
trary to  our  national  interest.  If  adopted  by 
the  Senate  and  subsequently  included  in  the 
final  version  of  this  legislation,  it  would 
result  in  the  President's  senior  advisors  rec- 
ommending disapproval  of  the  bill. 
Sincerely  yours, 

James  C.  Miller  III, 

Director. 

Mr.  EVANS.  Mr.  President,  I  rise  to 
speak  in  opposition  to  the  Cochran 
amendment.  This  is  one  more  Buy- 
American  amendment  to  add  to  our  al- 
ready large  number  of  such  require- 
ments on  Government  procurement. 
They  raise  unnecessarily  the  price  of 
materials  which  the  Federal  Govern- 
ment procure,  thus  raising  the  eventu- 
al costs  to  American  taxpayers.  Fur- 
thermore, such  a  Buy  American  provi- 
sion by  itself  doesn't  improve  the  com- 
petitiveness of  the  domestic  cement  in- 
dustry. 

It  is  true  that  cement  imports  have 
been  rising  over  the  past  several  years 
to  a  level  of  14.5  million  tons  in  1985, 
which  amounts  to  about  16  percent  of 
total  consimiption.  Much  of  this  in- 
crease in  demand,  however,  is  due  to 
the  cyclical  nature  of  the  construction 
industry.  Since  cement  manufacturing 
is  a  capital-intensive  industry,  a  rapid 
increase  in  domestic  demand  can't  be 
met  quickly  by  domestic  producers. 
Data  from  the  Cement  Free  Trade  As- 
sociation indicates  that  domestic  pro- 
ducers haven't  had  sufficient  capacity 
to  meet  increasing  demand  recently. 
This  is  especially  true  for  certain  re- 
gions of  the  country,  such  as  the  East- 
ern and  Southeastern  regions. 
Demand  is  running  about  even  to 
available  capacity  in  my  region  of  the 
country,  also,  the  Rocky  Mountain- 
Northwest  region. 

Hence  imports  play  an  important 
role  in  moderating  the  troughs  and 
peaks  of  demand  and  price  in  the  U.S. 
market.  From  a  supply  standpoint,  im- 
ported cement  is  critical  in  some 
projects  to  meet  constuction  schedules 
and  cost  objectives.  Without  the  abili- 
ty to  import  cement.  Federal  projects 
would  be  subject  to  artificial  restraints 
on  supply  and  higher  costs.  The  data 
available  for  1985  clearly  support  this 
point:  consumption  was  87.4  million 
tons,  while  the  domestic  industry's 
productive  available  capacity  was 
about  79.3  million  tons. 
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Indeed,  the  main  effect  of  the  Coch- 
ran amendment  to  require  the  pur- 
chase of  U.S.-manufactured  cement 
would  be  to  raise  prices  in  our  mar- 
kets. Construction  projects  already 
planned  or  underway  could  not  be 
stopped  suddenly:  demand  would 
exceed  the  available  supply;  and 
cement  prices  would  increase  as  a 
result.  Price  increases,  in  fact,  appear 
to  be  the  ultimate  objective  of  many 
domestic  industries  that  are  competing 
head-on  with  imports  in  our  market. 
The  domestic  cement  industry  isn't 
unusual  in  this  regard.  Yet  I  don't 
think  a  price  increase  for  one  industry 
is  what  the  Senate  should  be  advocat- 
ing on  this  important  highway  author- 
ization bill. 

Mr.  President,  this  amendment  is 
misguided  and  untimely  from  a  trade 
policy  standpoint,  also.  The  adminis- 
tration has  just  concluded  a  successful 
round  of  ministerial  talks  at  Punta  dei 
Este  for  the  beginning  of  a  new  GATT 
round.  The  overall  objective  of  this 
new  round  is  to  liberalize  trade  flows 
and  eliminate  trade-restrictive  meas- 
ures such  as  Buy-American  laws.  The 
adoption  of  this  amendment  would  di- 
rectly contradict  this  objective,  which 
would  send  the  wrong  message  to 
other  contracting  parties  of  the 
GATT. 

Furthermore,  this  amendment  is 
aimed  in  particular  to  restrict  cement 
imports  from  Canada  and  Mexico. 
Mexico  has  just  joined  the  GATT  and 
will  be  obligated  to  eliminate  many  do- 
mestic laws  and  regulations  which  are 
illegal  under  the  GATT.  Furthermore, 
the  administration  is  embarking  on  a 
comprehensive  round  of  negotiations 
with  Canada  to  reduce  restrictions  on 
trade  flows  and  create  a  free  trade 
area  between  our  two  countries.  This 
provision  flies  in  the  face  of  these 
positive  trends  in  both  Mexico  and 
Canada.  Finally.  I  should  mention 
that  the  administration  is  attempting 
to  expand  the  scope  of  the  GATT 
Government  Procurement  Code  to  the 
transportation  sector.  The  enactment 
of  unilateral  legislation  such  as  this 
Buy-American  amendment  will  un- 
doubtedly detract  from  our  efforts  to 
persuade  other  countries  to  reduce 
their  trade  barriers  and  sign  such  a 
code. 

In  conclusion,  Mr.  President,  this 
Buy-American  provision  for  cement 
should  be  decisively  rejected.  The 
adoption  of  this  amendment  would 
raise  prices  for  the  Federal  Govern- 
ment and  the  American  taxpayer  In 
our  highway  projects.  Cement  imports 
aren't  injuring  our  domestic  industry 
to  the  extent  that  requires  this  sort  of 
drastic  relief.  Other  trade  remedies 
are  available  to  the  domestic  cement 
industry  if  it  proves  before  the  ITC 
and  other  Government  bodies  that  it 
is  being  injured  by  imports  or  that  ex- 
ports are  being  subsidized.  That  is  the 
proper    route    for    this    industry    to 


follow— not  a  Buy-American  amend- 
ment attached  to  the  highway  bill.  I 
urge  the  Senate  to  def-^at  this  amend- 
ment. 

Mr.  SYMMS.  Mr.  President,  I  move 
to  table  the  amendment  smd  ask  for 
the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and^iays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
of  the  Senator  from  Idaho  to  lay  on 
the  table  the  amendment  of  the  Sena- 
tor from  Mississippi. 

On  this  question  the  yeas  and  nays 
have  been  ordered,  and  the  clerk  will 
call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  is  nec- 
essarily absent. 

Mr.  CRANSTON.  I  a^mounce  that 
the  Senator  from  Hawaii  [Mr.  Matsu- 
naga]  Is  necessarily  absent. 

I  also  annoimce  that  the  Senator 
from  Ohio  [Mr.  Metzenbaum]  is 
absent  because  of  illness  in  the  family. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber desiring  to  vote? 

The  result  was  announced— yeas  56, 
nays  41,  as  follows: 

[RollcaU  Vote  No.  285  Leg.] 


YEAS-56 

Andrews 

Gorton 

Moyn^ian 

Annstrong 

Granun 

Nunn 

Baucus 

Hart 

Packwood 

Bentsen 

Hatch 

Pell 

Bingaman 

Hatfield 

Proxmire 

Boschwiu 

Hawkins 

Quayle 

Bradley 

Hecht 

RockefeUer 

Burdick 

Humphrey 

Roth 

Chafee 

Inouye 

Rudman 

Chiles 

Johnston 

Simon 

Cranston 

Kassebaum 

Stafford 

Danforth 

Kasten 

Symms 

Dodd 

Kerry 

Trible 

Dole 

Ijautenberg 

Wallop 

Durenberger 

lAxalt 

Warner 

Evans 

Leahy 

Weicker 

Exon 

Lugar 

Wilson 

Gold^ater 

Mathias 

Zorinsky 

Gore 

McClure 
NAYS-41 

Abdnor 

Ford 

Mitchell 

Biden 

Glenn 

Murkowski 

Boren 

Grassley 

Nickles 

Broyhill 

Harkin 

Pressler 

Bumpers 

Heflin 

Pryor 

Byrd 

Heinz 

Riegle 

Cochran 

Helms 

Bar  banes 

Cohen 

Hollings 

Sasser 

D'Amato 

Kennedy 

Simpson 

DeConclni 

Levin 

Specter 

Denton 

Long 

Stennis 

Dixon 

Mattingly 

Stevens 

Domenici 

McConnell 

Thurmond 

Eagleton 

Melcher 

NOT  VOTING- 

-3 

Gam 

Matsunaga 

Metzenbaum 

So  the  motion  to  lay  on  the  table 
Amendment  No.  2890  was  agreed  to. 

D  1130 
Mr.  COCHRAN.  I  move  to  reconsid- 
er the  vote  by  which  the  motion  was 
agreed  to. 


Mr.  SYMMS.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  CHAFEE.  Mr.  President,  it  has 
come  to  my  attention  recently  that 
there  has  been  a  flurry  of  activity  in 
the  other  body  to  try  and  force  the  ad- 
ministration to  expand  the  application 
of  the  Cargo  Preference  Act  beyond 
its  current  applicability  to  the  high- 
way program. 

The  Cargo  Preference  Act  has  his- 
torically been  applied  by  the  Federal 
Highway  Administration  [FHWA]  to 
foreign  shipments  of  construction  ma- 
terials brought  to  a  project  site,  which 
result  from  purchases  made  by  con- 
tractors or  subcontractors  after  a  Fed- 
eral-aid highway  contract  had  been 
let.  Conversely,  foreign  items  delivered 
to  U.S.  suppliers  as  part  of  a  normal 
business  transaction  that  subsequently 
are  purchased  by  a  Federal-aid  con- 
tractor or  subcontractor  are  not  cov- 
ered by  cargo  preference. 

I  view  this  interpretation  of  the 
Cargo  Preference  Act  to  be  correct, 
and  view  attempts  by  some  to  expand 
its  coverage  as  a  thinly  veiled  effort  to 
expand  Buy  America  coverage  to 
cement  in  a  backdoor  maimer. 

It  has  been  suggested  that  cargo 
preference  be  expanded  to  trace  ship- 
ments of  all  components  of  manufac- 
tured materials  used  in  highway  con- 
struction, such  as  the  crude  oil  used  to 
manufacture  asphalt  and  clinker  used 
to  manufacture  cement.  Expansion 
has  also  been  proposed  to  trace  ship- 
ments of  a  suppliers'  inventory  which 
may  be  sold  to  any  customers,  includ- 
ing highway  contractors.  Lastly,  it  has 
been  suggested  that  shipments  be 
traced  to  materials  purchased  prior  to 
a  Federal-aid  contract  in  the  normal 
course  of  business. 

Such  expansion  interferes  with  pri- 
vate commercial  transactions  between 
vendors  and  manufacturers.  It  also 
gives  a  retroactive  application  to  cargo 
preference.  Clearly  such  expanded  ap- 
plication is  not  consistent  with  the 
language  of  the  Cargo  Preference  Act 
and  was  never  intended  by  Congress. 

Moreover,  such  an  expansion  would 
impose  an  undue  hardship  and  busi- 
ness disruption  not  only  on  highway 
construction  contractors  but  on  pri- 
vate businesses  as  well.  The  FHWA 
and  the  States  are  not  administrative- 
ly geared  to  manage  such  an  enormous 
expsmsion,  which  would  require  the 
tracing  of  all  components  to  assure 
any  foreign  articles  were  transported 
on  U.S.  vessels  regardless  of  when 
they  were  shipped. 

Mr.  President,  I  fail  to  see  how  such 
burdens  could  be  legally  imposed  on 
private  enterprise  or  the  States  and 
find  it  astounding  that  such  expansion 
is  being  given  serious  consideration. 
Such  recommendations  are  far  beyond 
the  scope  and  responsibilities  of  build- 
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Ing  our  Nation's  highways  in  an  effec- 
tive, efficient,  and  economical  manner. 
Mr.  SYMMS.  Mr.  President,  let  me 
announce  to  my  colleagues  that  we  are 
nearing  what  I  believe  will  be  comple- 
tion of  this  legislation.  The  distin- 
guished Senator  from  Pennsylvania 
[Mr.  Specter]  has  an  amendment  deal- 
ing with  budgetsu-y  ceilings.  I  might 
Just  inquire  of  the  Senator  from  Penn- 
sylvania, how  much  time  he  needs? 

Mr.  SPECTER.  Mr.  President,  I  an- 
ticipate not  more  than  15  minutes.  I 
propose  to  offer  two  amendments,  one 
which  I  understand  is  subject  to  objec- 
tion on  which  I  shall  not  appeal  the 
ruling  of  the  Chair.  I  have  a  second 
amendment  on  the  outyears  where  I 
expect  to  be  able  to  present  my  argu- 
ments in  the  course  of  10  minutes. 

Mr.  SYMMS.  We  can  do  what  the 
leader  wishes,  but  I  would  suggest  that 
we  go  ahead  with  the  amendment  and 
dispose  of  it. 

I  might  also  say  we  think  we  are  en- 
tering an  agreement  with  respect  to 
the  South  Africa  amendment  that 
Senator  Moynihan  and  I  have  been 
working  on.  We  shall  try  to  leave  that 
until  last.  The  Senator  from  Washing- 
ton [Mr.  GORTOH]  has  an  amendment 
which  we  shall  take  up  right  after  the 
amendments  of  the  Senator  from- 
Pennsylvania. 
Mr.  DOLE.  Mr.  President,  may  we 

have  order?  

The  PRESIDING  OFFICER.  The 
Senate  will  come  to  order. 

Mr.  DOLE.  Mr.  President,  there  will 
be  a  rollcall  vote  on  passage  of  this 
legislation.  I  am  hopeful  we  can  be  on 
passage  between  now  and  12:30. 

Following  disposition  of  this  legisla- 
tion, we  shall  move  to  the  Intelligence 
authorization  bill.  We  believe  we  can 
reach  a  time  agreement  of  2  hours.  If 
not.  we  can  just  bring  it  up. 

Following-that,  we  hope  to  bring  up 
the  CFTC  bQl.  the  Commodity  Fu- 
tures Trading  Corporation.  As  far  as  I 
know,  that  can  be  disposed  of  in  a 
couple  of  hours. 

Then  if  we  can  reach  some  agree- 
ment on  FIFRA— Federal  insecticide, 
fungicide,  rodenticide.  In  any  event, 
that  will  be  after  that. 

There  is  a  possibility  we  might  not 
be  in  late  this  evening  if  we  can  take 
care  of  those  three  items.  I  do  not 
know  of  anything  else  that  might  be 
ready  today.  If  I  have  additional  infor- 
mation, I  shall  convey  it  to  the  distin- 
guished minority  leader. 

The  PRESIDING  OFFICER.  The 
Senator  from  Pennsylvania  is  recog- 
nized. 

AMZNDICEMT  NO.  3891 

Mr.  SPECTER.  Mr.  President,  I  send 
an  amendment  to  the  desk  and  ask  for 
its  immediate  consideration. 

The  PRESIDING  OFFICER.  TJie 
amendment  will  be  stated. 

The  legislative  clerk  read  as  follows: 


The  Senator  from  Pennsylvania  [Mr. 
Specter]  proposes  an  amendment  numbered 
2891. 

Mr.  SPECTER.  Mr.  President.  I  ask 
unanimous  consent  that  further  read- 
ing of  the  amendment  be  dispensed 
with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

On  page  62,  strike  out  lines  20  through  23. 
and  insert  in  lieu  thereof  the  following: 

(1)  $14,200,000,000  for  fiscal  year  1987: 

(2)  $14,200,000,000  for  fiscal  year  1988; 

(3)  $14,200,000,000  for  fiscal  year  1989; 
and 

(4)  $14,200,000,000  for  fiscal  year  1990. 

Mr.  SPECTER.  Mr.  President,  this 
amendment  would  authorize  increased 
funding  for  much-needed  highway 
projects  across  the  country  without 
raising  taxes.  This  amendment  would 
accomplish  this  important  purpose  by 
drawing  down  approximately  $10  bil- 
lion of  the  unobligated  balance  that 
currently  exists  in  the  highway  trust 
fund  in  order  to  prevent  the  even 
greater  buildup  of  unobligated  funds 
that  would  occur  without  this  action. 

Earlier  this  year,  I  introduced  identi- 
cal legislation  in  S.  2581.  At  that  time, 
I  advised  the  managers  of  this  bill  that 
I  intended  to  pursue  this  issue  when 
the  highway  bill  came  up. 

The  cause  for  this  buildup  of  a  high- 
way trust  fund  reser^'e  and  a  partial 
cause  of  the  shortfall  in  Federal  high- 
way dollars  to  the  States  is  that  the 
States  are  not  allowed  to  o*)Ugate  at  a 
rate  that  equals  their  apportionment. 
My  home  State  of  Pennsylvania  is  an 
example  of  this.  Pennsylvania's  feder- 
ally mandated  obligation  ceiling  versus 
its  apportionment  was  only  93  cents  on 
the  dollar  in  1985  and  is  84  cents  on 
the  dollar  in  1986.  My  State  now  re- 
portedly has  a  $460  million  unobligat- 
ed balance  because  of  tUese  low  man- 
dated obligation  ceilings. 

Stated  simply,  Pennsylvania  cannot 
obtain  the  funds  which  it  should  have 
imder  action  taken  by  Congress.  Penn- 
sylvania reportedly  now  could  use 
some  $460  million  in  the  vmobligated 
balance  because  of  these  low  mandat- 
ed obligated  ceilings.  I  emphasize  that 
these  are  funds  which  Congress  says 
should  be  spent  but  they  have  not 
been  spent,  notwithstanding  the  fact 
that  they  exist  in  the  trust  fund,  be- 
cause of  the  applicable  law  which 
would  be  remedied  by  this  amend- 
ment. My  amendment  would  set  obli- 
gation ceilings  at  $14.2  billion  per  year 
for  fiscal  years  1987  through  1990, 
rather  than  the  $12.35  billion  recom- 
mended by  the  committee.  This  would 
reduce  the  unused  surplus  in  the  trust 
fund  to  $3.5  billion  by  1990.  a  suffi- 
cient reserve  against  unexpected  obli- 
gations or  revenue  variances  and  con- 
sistent with  sound  financial  practices. 

The  present  $10  billion  reserve  is  un- 
reasonable and  wasteful  at  a  time 
when  our  Interstate  Highway  System 


remains  imfinished  and  in  disrepair. 
The  Nation  has  invested  more  than 
$110  billion  in  the  interstate  system 
which  is  now  86-percent  complete.  It  is 
unconscionable  to  allow  the  system  to 
degenerate  due  to  a  lack  of  adequate 
dollar  allocations  when  these  moneys 
are  present,  have  been  set  aside,  and 
have  been  paid  for  'jy  highway  users. 
Some  1,416  miles  of  our  Nation's  inter- 
state highways  are  closed  to  the  public 
because  sufficient  funds  to  finish  their 
completion  have  not  been  made  avail- 
able. 

My  home  State  of  Pennsylvania  is  il- 
lustrative of  the  nmaway  problem  of 
disrepair  which  has  struck  our  Na- 
tion's system  of  highways.  The  State 
estimates  a  requirement  of  $1.4  billion 
for  interstate  restoration  between  now 
and  1990.  Given  current  funding  pro- 
jections. Pennsylvania  could  only 
mount  $500  million  against  this  short- 
fall. 

Mr.  President,  I  emphasize  that  the 
money  is  there,  it  has  been  paid  for  by 
the  highway  users,  but  it  simply  is  not 
being  spent  because  of  bookkeeping 
procedures  in  the  Federal  Govern- 
ment. 

For  example.  Interstate  80,  which  is 
a  vital  link  between  the  eastern  and 
western  halves  of  the  State,  requires 
$50  million  per  year  to  finance  impor- 
tant reconstruction,  but  receives  only 
$15  million  per  year  through  the  regu- 
lar apportionment  of  Federal  fimds 
for  interstate  restoration.  My  amend- 
ment would  help  increase  expendi- 
tures to  remedy  the  needs  of  1-80  and 
of  many  other  similar  highways 
throughout  the  Nation.  All  States 
would  be  beneficiaries  if  this  amend- 
ment is  passed. 

D  1140 

I  would  add  only  one  other  point, 
and  that  is  that  the  use  of  the  Federal 
highway  funds  for  the  highways 
would  be  a  very  important  factor  in  in- 
creasing the  use  of  steel  in  this  coun- 
try—another issue  of  great  importance 
to  Pennsylvania,  where  we  have  mas- 
sive imemployment  in  the  steel  mills. 
It  would  also  create  jobs  in  areas  other 
than  steel.  A  study  by  the  Pennsylva- 
nia Ekionomy  League  found  that  every 
$1  million  spent  on  highway  construc- 
tion supports  a  total  of  104  on  site  and 
indirect  jobs.  This  amendment  would 
provide  for  an  additional  187,000  jobs 
of  various  types  nationwide  and  8,500 
jobs  in  Pennsylvania  annually.  In- 
creasing the  obligation  ceiling  will 
result  in  approximately  121  tons  of 
steel  being  produced  for  every  $1  mil- 
lion spent  on  highway  construction, 
which  would  amount  to  approximately 
200,000  additional  tons  of  steel. 

Mr.  President,  I  do  not  call  for  the 
use  of  steel  simply  to  make  jobs  but  I 
call  for  the  use  of  steel  because  it  is 
necessary  for  the  Nation's  highway 
system,  and,  again,  I  emphasize  with 
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funds  which  have  been  paid  for  by 
highway  users  out  of  the  gasoline  tax. 

Mr.  President,  I  yield  the  floor  at 
this  time. 

Mr.  SYMMS.  Mr.  President,  I  rise  in 
support  of  the  amendment  offered  by 
my  colleague  from  Pennsylvania,  Sen- 
ator Specter.  This  amendment  would 
raise  the  obligation  limitation  in  S. 
2405  to  $14.2  billion  annually  for  fiscal 
year  1987  to  fiscal  year  1990.  The  obli- 
gation limitation  established  by  the 
Environment  and  Public  Works  Com- 
mittee is  $12.35  billion  per  year,  so  the 
Specter  amendment  would  increase 
the  annual  spending  authority  in  this 
bUl  by  $1.85  biUion.  If  we  adopt  the 
amendment,  total  spending  authority, 
including  categories  outside  the  obli- 
gation ceiling,  will  be  approximately 
$15  billion  per  year. 

The  highway  trust  fund  can  easily 
support  this  level  of  spending  over  the 
next  4  years.  The  Congressional 
Budget  Office  estimates  that  an 
annual  obligation  limitation  of  $14.2 
billion,  combined  with  annual  authori- 
zations of  $13.1  billion— as  already  pro-  - 
vided  in  the  bill— will  leave  in  the 
highway  account  of  the  trust  fimd  an 
end-of-year  cash  balance  of  approxi- 
mately $3.57  billion  in  fiscal  year  1990, 
if  we  take  the  Specter  amendment. 
That  figure  compares  favorably  with 
the  $9-plus  billion  currently  sitting  in 
the  highway  account  and  the  $9-plus 
billion  CBO  estimates  would  still  be 
sitting  there  by  the  end  of  fiscal  year 
1990  under  spending  levels  approved 
by  the  committee. 

Mr.  President,  when  Congress  passed 
the  Surface  Transportation  Assistance 
Act  of  1982,  we  approved  a  significant 
increase  in  the  Federal  excise  tax  on 
motor  fuels  in  order  to  stop  the  rapid 
deterioration  of  our  transportation  in- 
frastructure. We  made  a  promise  to 
American  highway  users  that  if  they 
would  accept  the  higher  fuel  taxes,  we 
would  spend  those  increased  revenues 
on  badly  needed  highway  and  bridge 
projects  aroimd  the  country. 

Subsequent  to  passage  of  the  1982 
act,  authorizations  in  the  highway 
program  did  increase  significantly,  but 
Congress  has  used  a  budgeting  tool— 
the  obligation  limitation— to  limit  the 
amount  of  those  authorizations  that 
the  States  can  actually  spend.  As  a 
result,  total  spending  in  the  highway 
program  has  been  held  well  below  the 
amounts  authorized  and  the  cash  bal- 
ance in  the  highway  trust  fund  has 
grown  to  the  cxurent  $9-plus  billion 
level. 

Mr.  President,  I  think  it  is  time  to 
renew  our  commitment  to  American 
highway  users  by  adopting  the  Specter 
amendment  and,  thereby,  drawing 
down  the  balance  in  the  highway  trust 
f  imd.  Let  us  come  clean  in  this  budget- 
ary process.  Let  us  admit  to  our  con- 
stituents that  we  have  used  that  $9 
billion  trust  fund  balance  to  help 
make  the  deficit  picture  look  a  little 


better  than  it  really  is.  Let  us  admit 
that  spending  in  the  highway  program 
does  not  and  cannot  contribute  to  the 
Federal  deficit  because  revenues  to  the 
highway  tnist  fund  are  paid  in  ad- 
vance by  highway  users  and  can  be 
spent  only  on  highways  and  bridges. 
Let  us  put  some  "trust"  back  in  this 
trust  fund. 

I  want  my  colleagues  to  know  that  it 
is  not  just  the  Senator  from  Pennsyl- 
vania and  the  chairman  of  the  Tnuis- 
portation  Subcommittee  who  believe 
we  ought  to  stop  playing  this  budget 
game  in  which  we  break  our  commit- 
ment to  users  who  contribute  to  the 
highway  trust  fund  and  other  Federal 
trust  funds.  An  August  25  Wall  Street 
Journal  article  cites  recent  remarks  by 
Don  Regan  saying  he  believes  the 
President's  next  major  policy  initiative 
will  be  a  budget-overhaul  package  in 
which  trust  funds  would  be  removed 
from  the  Federal  budget.  Mr.  Regan 
specifically  mentions  "the  commin- 
gling of  trust  fimds  with  ordinary  ex- 
penses" as  one  of  the  "many  things 
[we  do]  at  the  Federal  level  that 
would  be  considered  dishonest  and  ille- 
gal if  done  in  the  private  sector."  Mr. 
President,  I  look  forward  to  reviewing 
that  budget-overhaul  package,  and  I 
ask  unanimous  consent  that  the  Wall 
Street  Journal  article  to  which  I've  re- 
ferred be  printed  in  the  Record  fol- 
lowing my  remarks. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

(See  Exhibit  1). 

Mr.  SYMMS.  Again,  Mr.  President,  I 
urge  the  adoption  of  the  Specter 
amendment.  Even  with  spending  au- 
thority of  $15  billion  per  year,  the 
highway  program  will  still  be  grossly 
underfunded  to  meet  the  highway 
needs  across  the  country.  Federal 
Highway  Administration  statistics  in- 
dicate that  $12  to  $15  billion  is  needed 
to  complete  the  Interstate  System; 
$50.8  billion  is  needed  to  repair  and  re- 
place deficient  bridges;  $20  billion  is 
needed  to  address  existing  interstate 
4R  needs;  over  200,000  miles  of  the  pri- 
mary system  will  need  capital  invest- 
ments during  the  next  15  years;  and 
over  $6  billion  per  year  is  needed  to 
maintain  existing  conditions  on  the 
urban  and  secondary  systems. 

In  addition  to  helping  protect  our 
transportation  infrastructure,  adop- 
tion of  the  Specter  amendment  would 
allow  the  States  to  draw  down  the  bal- 
ance of  previously  authorized  funds 
which  they  have  been  unable  to  obli- 
gate because  of  spending  constraints 
imposed  by  Congress.  By  the  end  of 
this  fiscal  year,  the  States  will  have 
accumulated  an  estimated  $6.7  billion 
worth  of  previously  authorized  funds 
which  they  would  be  allowed  to  spend 
under  the  Specter  amendment. 

Mr.  President,  I  congratulate  my  col- 
league from  Pennsylvania  for  offering 
this  amendment  and  for  his  continued 
interest  in  preserving  a  strong  Federal- 


aid  highway  program.  I  am  always 
pleased  to  know  that  the  highway  pro- 
gram has  ardent  supporters  both  on 
and  off  the  authorizing  committee. 

Mr.  President,  I  urge  adoption  of  the 
Specter  amendment. 

Exhibit  1 

Regan  Says  Revamping  Budget  Process 
Will  Be  a  Major  Goal  for  the  President 

(By  Ellen  Hume) 

Santa  Barbara,  Calip.— White  House  chief 
of  staff  Donald  Regan  said  he  expects  that 
overhauling  the  federal  budget  process  will 
be  a  major  policy  initiative  for  the  rest  of 
President  Reagtm's  term. 

Mr.  Regan,  who  long  has  wanted  to  put 
the  federal  budget  on  a  more  businesslike 
footing,  told  a  group  of  reporters  here  that 
he's  considering  a  budget-overhaul  package 
that  would  give  the  federal  government  a 
so-called  capital  budget. 

The  proposal  also  would  remove  trust 
funds  from  the  federal  budget,  add  a  presi- 
dential line-item  veto  and  include  a  bal- 
anced-budget constitutional  amendment. 
The  administration  also  niight  seek  a  two- 
year  budget  process,  he  said. 

The  chances  of  winning  congressional  ap- 
proval for  such  a  package  appear  remote 
now,  especially  since  the  administration  pre- 
viously tried  and  failed  to  get  the  line-item 
veto  and  the  balanced-budget  amendment 
approved.  But  Mr.  Regan  insisted  that  the 
prospects  aren't  hopeless,  because  the  ad- 
ministration has  "never  seriously"  pushed 
for  them  as  part  of  a  major  budget  over- 
haul. 

"Now,  in  these  days  of  huge  deficits, 
Gramm-Rudman  and  so  forth.  I  think  the 
atmosphere  may  be  changing,  where  [>eople 
are  saying  this  is  a  Mickey  Mouse  system," 
Mr.  Regan  said. 

The  idea  of  a  capital  budget— in  which 
buildings  and  other  capital  costs  could  be 
charged  off  over  time,  rather  than  in  a  lump 
sum  at  the  beginning— has  long  been  resist- 
ed by  staff  experts  at  the  Office  of  Manage- 
ment and  Budget.  Such  proposals  were 
blocked  by  David  Stockman  when  he  was 
OMB  director. 

A  capital  budget  would  reduce  aimual 
deficits  by  spreading  some  costs  over  a 
period  of  years.  But  critics  note  questions 
about  what  constitutes  a  legitimate  capital 
expenditure  and  the  temptation  to  abuse 
this  accounting  technique.  They  charge 
that  the  technique  was  a  leading  reason  for 
New  York  City's  fiscal  crisis  and  could  lead 
to  even  greater  problems  at  the  federal 
level. 

Mr.  Regan  said  the  budget-process  over- 
haul, which  still  is  in  the  discu-ssion  stage, 
emerged  as  a  major  initiative  when  the  staff 
met  a  week  ago  to  plan  the  agenda  for  the 
Reagan  administration's  final  17  months. 

hodgepodge  is  cited 

"We  have  a  crazy  hodgepodge  of  a 
budget,"  he  told  reporters,  adding:  "We  do 
many  things  at  the  federal  level  that  would 
be  considered  dishonest  and  illegal  if  done 
in  the  private  sector." 

As  an  example,  he  cited  "the  commingling 
of  trust  funds  with  ordinary  expenses."  He 
was  referring  to  such  trust  funds  as  the 
highway  and  surport  accounts,  which  are  fi- 
nanced by  specially  earmarked  fees  and 
taxes.  It  is  "not  right"  to  count  such  trust 
fund  receipts  against  the  federal  budget  def- 
icit, he  asserted. 

Mr.  Regan  reiterated  that  the  administra- 
tion's crackdown  on  drugs  will  be  its  No.  1 
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priority  once  work  on  the  tax-overhaul  bill 
is  completed.  Asked  if  an  administration 
study  on  revamping  the  welfare  system 
might  lead  to  a  miajor  initiative  in  that  area, 
Mr.  Regan  said:  "I  don't  know  what  we'll  do, 
if  anything,  about  it.  I  want  to  read  the 
study  first." 

Mr.  Regan  acknowledged  that  the  econo- 
my in  the  second  quarter  was  a  "downer," 
and  that  many  economists  consider  the  ad- 
ministration's projections  of  a  4%  economic 
growth  rate  for  the  remainder  of  the  year 
too  optimistic.  But  he  said  the  4%  rate  was 
"possible."  and  he  predicted  the  trade  defi- 
cit with  Japan  would  narrow  'gradually." 

"The  third  quarter  is  starting  off  pretty 
well,"  he  said,  citing  recent  increases  in  du- 
rable-goods orders,  the  continued  stability 
of  prices,  and  the  Federal  Reserve  Board's 
recent  steps  to  stimulate  the  economy  by 
cutting  the  discount  rate. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend- 
ment. 

Mr.  STAFFORD.  Mr.  President,  this 
is  a  matter  of  major  interest  to  the  dis- 
tinguished chairman  of  the  Budget 
Committee.  Senator  Domenici.  and  we 
are  advised  he  is  on  his  way.  In  order 
to  allow  him  to  get  to  the  floor  I  sug- 
gest the  absence  of  a  quorum. 

Mr.  GORTON.  WiU  the  Senator 
from  Vermont  withhold  that  request? 

Mr.  STAFFORD.  I  would  withhold 
if  it  is  for  another  matter. 

Mr.  GORTON.  It  is.  While  we  are 
waiting.  I  have  an  amendment  at  the 
desk  that  I  believe  can  be  disposed  of 
in  60  seconds  or  so.  Does  that  meet 
with  the  approval  of  the  Senator  from 
Idaho? 

The  PRESIDING  OFFICER.  The 
Senator  from  Idaho  has  the  floor. 

Mr.  SYMMS.  Mr.  President,  maybe 
we  could  ask  unanimous  consent  to 
temporarily  set  the  Specter  amend- 
ment aside  and  dispose  of  the  Gorton 
amendment.  I  think  there  is  no  dis- 
agreement on  the  Gorton  amendment. 

Mr.  GORTON.  I  would  make  such  a 
request.  Mr.  President. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection, 
the  Specter  amendment  is  temporarily 
set  aside. 

AMENDMENT  NO.  3893 

The  PRESIDING  OFFICER.  The 
Senator  from  Washington  is  recog- 
nized. 

Mr.  GORTON.  Mr.  President.  I  have 
an  amendment  at  the  desk  aind  I  ask 
for  its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
desk  does  not  have  a  copy  of  the 
amendment.  Does  the  Senator  have  an 
amendment  he  can  send  to  the  desk? 

The  clerk  will  report  the  amend- 
ment. 

The  legislative  clerk  read  as  follows: 

The  Senator  from  Washington  [Mr. 
Gorton]  proposes  an  amendment  numbered 
2893. 

Mr.  GORTON.  Mr.  President.  I  ask 
unanimous  consent  that  further  read- 
ing of  the  amendment  be  dispensed 
with. 


The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

At  the  appropriate  place,  insert  the  fol- 
lowing: 

Sec.  .  None  of  the  funds  appropriated  or 
made  available  by  this  Act  shall  be  used  to 
implement  Internal  Revenue  Service  Regu- 
lation section  41.4481-l(a)(2)  or  any  ruHng 
or  procedure  which  attains  the  same  or 
similar  result. 

The  PRESIDING  OFFICER.  The 
Senator  from  Washington. 

Mr.  GORTON.  Mr.  President.  I  am 
offering  an  amendment  to  reimpose 
the  heavy  vehicle  use  tax  on  Canadian 
operators.  This  £w;tion  is  taken  in  re- 
sponse to  a  regulation  issued  by  the 
Internal  Revenue  Service  on  May  23, 
1985.  That  regulation.  44.4481-l(a)(2). 
was  designed  to  conform  to  the  Tax 
Reform  Act  of  1984.  That  act  called 
for  a  study  "to  determine  the  signifi- 
cance of  the  tax  imposed  by  section 
4481  of  the  Internal  Revenue  Code  of 
1954  (relating  to  tax  on  use  of  certain 
vehicles)  on  transborder  trucking  op- 
erations." During  the  comment  period, 
several  commentators  suggested  that 
the  imposition  of  the  tax  on  Canadian 
vehicles  should  be  suspended  until  this 
study  was  completed.  The  Internal 
Revenue  Service  accepted  this  sugges- 
tion and  suspended  the  tax. 

This  decision  has  created  an  inequi- 
table situation  whereby  Canadian 
truckers  have  the  benefit  of  our  high- 
ways, but  do  not  bear  a  reasonable 
share  of  their  costs.  I  believe  we 
should  remedy  this  situation  by  adopt- 
ing this  amendment,  which  will  pro- 
hibit the  Service  from  spending  any 
funds  appropriated  by  this  act  to  im- 
plement its  regulation  41.4481-l(a)(2) 
and  will  carry  us  through  until  that 
study  is  completed  some  time  in  1987. 

The  amendment  has  been  cleared  by 
the  chairman  of  the  Finance  Commit- 
tee. Senator  Packwood.  and  the  rank- 
ing minority  member.  Senator  Long. 
since  it  falls  within  their  jurisdiction.  I 
ask  for  my  colleagues'  support. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend- 
ment. 

The  amendment  (No.  2893)  was 
agreed  to. 

Mr.  GORTON.  Mr.  President.  I 
move  to  reconsider  the  vote  by  which 
the  amendment  was  agreed  to. 

Mr.  STAFFORD.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

n  1150 

Mr.  GORTON.  Mr.  President.  I  sug- 
gest the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

Mr.  DOMENICI.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quonmi  call  be  rescinded. 


The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

AMENDMENT  NO  2891 

Mr.  DOMENICI.  Mr.  President.  I  am 
fully  aware  of  the  fact  that  the  distin- 
guished junior  Senator  from  Pennsyl- 
vania and  many  other  Senators  desire 
to  spend  more  of  the  trust  fimd  that 
we  collect  from  our  highway  users  for 
the  1987  highway  program.  However, 
as  in  many  trust  funds  that  we  have  in 
the  U.S.  Government,  they  are  all  part 
of  the  unified  budget.  Some  people  do 
not  like  that,  but  that  is  the  reality  of 
it. 

For  now.  the  biggest  of  trust  funds 
and  the  smallest  of  trust  funds  are  all 
part  of  the  fiscal  policy  of  this  coun- 
try—Social Security  being  the  largest. 
Medicare  being  the  second  largest. 
There  are  innumerable  trust  funds— a 
trust  fund  for  airport  construction. 
You  tax  a  specific  use  by  way  of  a 
user-type  fee.  much  as  you  do  with  a 
gasoline  fuel  tax  and  certain  levies  on 
trucks  and  tires  to  pay  for  the  high- 
ways. Those  go  into  a  fund. 

Let  me  make  it  clear  that  they  are 
not  used  for  anything  else.  We  are  not 
going  to  spend  that  trust  fund  money 
on  something  else.  But  when  you  take 
the  big  ledger  of  the  U.S.  Government, 
you  have  receipts  and  you  have  dis- 
bursements. You  add  them  up.  wheth- 
er they  are  trust  fund  receipts  or  not. 
whether  they  are  trust  fund  disburse- 
ments or  not.  or  whether  they  are 
normal  outlays  or  expenditures  that 
we  appropriate  out  of  the  general  tax 
coffers.  Each  year,  you  go  through 
this  exercise  of  adding  up  the  receipts 
and  adding  up  the  expenditures,  and 
from  that  accimiulation  you  get  the 
national  deficit. 

So,  obviously,  this  highway  trust 
fund  is  building  up  a  little  bit  of  a  re- 
serve; because  as  we  move  through 
each  year,  we  set  limits  that  are  not 
coextensive  with  the  expected  re- 
ceipts. At  one  point,  we  were  moving 
in  the  other  direction:  We  were  spend- 
ing more  than  we  were  taking  in.  We 
have  been  catching  up  of  late,  and 
there  is  a  reserve  of  a  few  billion  dol- 
lars. 

What  the  distinguished  Senator 
from  Pennsylvania— whom  I  greatly 
admire— would  like  to  do  is  to  build 
more  roads.  The  infrastructure  of  the 
country  needs  more  money;  not  less. 
The  truth  of  the  matter  is  that  we 
have  already  made  some  decisions 
aroimd  here  with  reference  to  the 
overall  budget  that  precludes  this 
amendment  from  being  in  order. 

Obviously,  if  the  Senator  wants  to 
push,  the  U.S.  Senate  can  do  what  it 
pleases.  It  just  has  to  waive  the 
Budget  Act  and  spend  more  money 
than  is  presently  prescribed  to  be 
spent  in  1987  by  way  of  obligational 
authority,  and  I  believe  it  would  be  a 
couple  of  hundred  millon  dollars  this 
year. 
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The  Senator  would  perhaps  propose 
later  on  that  we  proceed  to  set  some 
higher  limits  in  the  outyears.  That 
would  be  1988,  1989,  and  1990.  For 
now,  his  amendment  says  let  us  raise 
the  obligational  ceilings  for  1987  over 
that  which.  No.  1,  the  appropriators 
have  established,  since  they  set  that 
each  year;  No.  2,  from  the  levels  that 
were  established  a  couple  of  nights 
ago,  when,  at  12  in  the  evening,  we 
voted  for  a  reconciliation  bill  in  the 
Senate  by  an  overwhelming  vote.  This 
particular  activity  of  the  Federal  Gov- 
ernment was  within  that  reconcilia- 
tion bill,  and  the  1987,  1988,  and  1989 
levels  were  mandated  by  a  huge  vote. 

Some  85  Senators  said,  "Let  us  save 
some  money."  In  saving  money,  it 
means  that  we  are  not  going  to  spend 
it.  It  does  not  mean  that  we  are  going 
to  use  entrusted  highway  funds  for 
something  else. 

Having  said  that,  Mr.  President,  I 
raise  the  point  of  order  that  the  pend- 
ing amendment  violates  section  302(f) 
of  the  Budget  Act  by  providing  for 
outlays  in  excess  of  the  appropriate 
302(b)  allocation. 

Mr.  SPECTER.  Mr.  President,  a 
point  of  order. 

The  PRESIDING  OFFICER.  The 
Senator  from  Pennsylvania. 

Mr.  SPECTER.  Is  debate  permitted 
after  the  point  of  order  is  raised? 

The  PRESIDING  OFFICER.  At  the 
discretion  of  the  Chair. 

Mr.  SPECTER.  I  ask  the  distin- 
guished Senator  from  New  Mexico  to 
withhold  the  point  of  order  for  the 
moment,  to  give  this  Senator  an  op- 
portunity to  make  a  brief  reply. 

Mr.  DOMENICI.  I  have  no  objec- 
tion. 

Mr.  SPECTER.  Mr.  President,  I  un- 
derstand fully  what  the  distinguished 
chairman  of  the  Budget  Committee  is 
saying,  and  I  imderstand  that,  techni- 
cally, my  amendment  is  subject  to  a 
point  of  order  at  this  time. 

I  have  already  advised  the  distin- 
guished chairman  of  the  Budget  Com- 
mittee that  I  will  abide  by  the  ruling 
of  the  Chair,  because  there  has  been  a 
determination  as  to  this  year's  budget, 
and  I  would  pursue  the  issue  with  the 
outyears  for  fiscal  1988.  1989,  and 
1990. 

But  I  do  want  to  say  at  this  time 
that  the  use  by  the  Federal  Govern- 
ment of  trust  funds  is  in  my  legal 
opinion  inappropriate  and  on  occa- 
sions illegal. 

When  the  Government  of  the 
United  States  last  year  used  trust 
funds  from  the  Social  Security  trust 
when  we  could  not  have  an  extension 
of  the  debt  limit,  that  was  in  my  legal 
opinion  unlawful. 

A  trust  fund  is  a  fund,  a  sum  of 
money,  set  aside  for  a  specific  purpose. 
It  is  held  in  trust  for  a  specific  pur- 
pose and  any  use  of  those  funds  for 
any  purpose  other  than  that  specifi- 
cally  authorized   by   law   is   what   is 


called  a  conversion  and  it  is  a  fraudu- 
lent conversion  and  it  is  punishable  as 
a  crime  in  the  courts  of  the  United 
States. 

I  do  not  think  it  makes  any  differ- 
ence if  high  level  Government  officials 
take  an  action  which  is  fraudulent 
conversion  any  more  than  anyone  else. 
This  is  something  that  I  think  the 
Government  has  to  face  up  to,  and  not 
use  trust  funds  for  some  purpose  other 
than  what  they  were  set  aside  for. 

We  do  not  face  precisely  that  situa- 
tion here  because  here  we  have  a  fund 
which  is  not  being  used  for  the  pur- 
pose for  which  it  was  established.  But 
there  is  a  very  fine  line,  and  I  would 
like  the  attention  of  the  chairman  of 
the  Budget  Committee  on  this  point,  if 
I  may  have  his  attention,  because 
while  Senator  Dohenici  is  exactly  cor- 
rect that  we  are  not  spending  this 
trust  fund  for  anything  else,  which  is 
what  he  has  asserted,  we  are  using  it 
for  another  purpose.  We  are  using  it 
at  the  present  time  to  meet  the  targets 
of  law  on  what  the  deficit  may  be,  and 
if  we  were  spending  the  trust  fund  for 
highway  construction  we  would  not  be 
meeting  those  targets. 

I  am  committed,  as  is  the  Senator 
from  New  Mexico,  to  meet  the  targets 
of  deficit  reduction.  But  many  per- 
ceive, de  facto,  that  there  is  something 
of  value  which  is  being  derived  from 
not  spending  this  money  for  highway 
construction,  and  that  is  funds  being 
withheld  so  that  the  deficit  does  not 
exceed  the  $154  billion  amount  to 
come  within  the  Gramm-Rudman 
target,  and  it  seems  to  me  that,  call  it 
what  you  like,  call  it  juggling  the  Fed- 
eral books  or  call  it  accounting  of  a 
certain  sort,  staying  within  the  budget 
deficit  limit,  that  is  what  is  happening. 
And  I  don't  think  that  it  is  the  right 
way  to  stay  within  the  deficit. 

The  distinguished  Senator  from 
Idaho,  the  chairman  of  the  subcom- 
mittee, referred  to  that  a  few  minutes 
ago.  I  had  expected  a  point  of  order  to 
be  raised  against  my  amendment,  and 
I  am  not  unaware  of  the  fact  that  the 
point  of  order  validly  lies  under  the 
technical  circumstance  present  here. 

I  make  this  argument  somewhat 
more  extended  because  I  do  intend  to 
submit  another  amendment,  and  I 
hope  the  distinguished  chairman  of 
the  Budget  Committee  will  join  me  in 
the  second  amendment.  It  will  not  vio- 
late the  Budget  Act,  and  I  am  going  to 
call  for  a  roUcall  vote  because  I  think 
there  ought  to  be  an  expression  of  as 
many  Senators  as  possible— of  course, 
I  may  be  surprised;  maybe  the  Senate 
will  vote  against  it— I  think  there 
ought  to  be  an  expression  of  Senators. 
As  Senators  Symhs  said  earlier,  this 
money  is  set  aside  in  order  to  be  used 
for  highway  construction.  It  is  not  a 
foolish  use.  Our  highways  are  in  disre- 
pair. Probably  a  lot  of  people  are 
watching   on   C-SPAN   now   because 


they  carmot  drive  on  the  highways  in 
their  States  across  this  country. 

Everywhere  I  drive  in  Pennsylvania 
I  find  detours  and  I  find  potholes  and 
I  find  problems  that  go  all  across  this 
country.  The  highway  users  of  this 
country  have  bought  and  paid  for 
highways  and  it  is  unfair  not  to  let 
them  get  the  value  for  what  they  paid. 

I  know  the  budget  problem  this 
year,  and  I  know  the  point  of  order 
lies  and  I  am  not  going  to  appeal  the 
ruling  of  the  Chair,  although  maybe, 
Mr.  President,  if  I  submit  to  my  col- 
leagues this  list  of  highway  funds 
which  would  come  to  every  State, 
every  State  would  be  a  winner,  maybe 
the  Senate  would  overrule  the  Chair 
and  would  say  these  funds  ought  to  be 
expended. 

Mr.  President,  I  ask  unanimous  con- 
sent at  this  time  that  a  table  showing 
the  distribution  to  the  50  States  and 
Puerto  Rico  be  printed  in  the  Record. 
It  shows  the  power  and  the  impor- 
tance of  this  to  everybody  in  the  coim- 
try. 

There  being  no  objection,  the  table 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

ESTIMATED  DISTRIBUTION  OF  OBLIGATION  LIMITATIONS 
BASED  ON  S.  2405  PROGRAM  STRUCTURE 
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107.820 

125,596 

17,776 

MKaska                

104,145 
72.324 

121,316 

84,248 

17,171 

Nevada 

11,924 

New  Hampsliire 

55.502 

64.653 

9,151 

New  Jersey _ 

333.831 

388,870 

55,039 

105.238 
609.352 

122,589 
709,817 

17,351 

New  Yorli 

100.465 

Nortli  Carolina 

228,386 

266.040 

37.654 

Nortti  Dakota 

75,720 
353,796 

88.204 
412.127 

12.484 

Otiio          

58.331 

Oklahoma : 

145,491 

169.478 

23.987 

Oregon _ 

136.246 

158.710 

22.464 

499,555 

581,918 

82.363 

Rhode  Island 

94J02 

110,548 

15.646 

South  Carolina 

141.553 

173,045 

24,492 

South  Dakota                 .  . . 

82,115 
228,640 

95,654 
266,336 

13  539 

Tennessee - 

37,696 

Texas   _ 

674,526 

785,737 

111,211 

Utah    ...   .   .„    

139,175 

162.121 

22,946 

Vermont 

53.680 

62.530 

8,850 

Virginia 

278.009 

323.845 

45.836 

Washington      _ 

I*est  Viiginia   

261,«77 

304.820 

43,143 

9(393 

114.616 

16,223 

tWisconsMi „™. — ..™«™..»-.~ 

160.960 

187.497 

26.537 

Puertolw 

83.087 

96.786 

13,699 

61.549 

71.697 

10,148 
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ESTIMATED  DISTRIBUTION  OF  OBLIGATION  LIMITATIONS 
BASED  ON  S.  2405  PROGRAM  STRUCTURE-Oontinued 

(hi  ttoieinds  ol  (Ubn| 


Stile 


J1235 


S14  2  li*i 
caUng 


DfHerena 


1M ll,2».l«     13.070.M1       1,850,001 

SoRt:  U  S  Dcpirtmait  ol  Trmportitm 

Amounts  not  distributed 

Federal  lands $250,000,000 

Administration 204.660,000 

Discretionary  .„ 662,500,000 

Territories 12,000,000 

Total 1,129,160,000 

VS.  Department  of  Transportation. 

Mr.  SPECTER.  I  yield  the  floor. 

Mr.  DOMENICI.  Mr.  President.  I 
withhold  my  point  of  order  momentar- 
ily and  want  to  make  a  couple  state- 
ments in  response  to  my  friend  from 
Permsylvania. 

First  of  all,  I  do  not  want  anyone  to 
think  that  the  fact  that  the  Senator 
from  New  Mexico  is  making  the  point 
of  order  against  the  amendment  of  the 
distinguished  Senator  from  Pennsylva- 
nia means  that  the  Senator  from 
Pennsylvania  is  not  fully  within  his 
rights  to  offer  this  amendment.  Some- 
times a  point  of  order  makes  some 
people  think  it  iheans  something  dif- 
ferent than  I  think.  It  merely  means 
that  under  the  budget  processes  of 
this  country  that  are  in  effect  right 
now  and  the  budget  that  we  have 
adopted  and  have  been  working  on, 
the  Senate  would  have  to  vote  by  a  su- 
permajority  if  they  choose  to  do  this, 
to  overrule  the  point  of  order.  I  do  not 
think  they  would  do  it.  I  regret  to  say 
to  my  friend,  with  or  without  that  list 
because,  as  a  matter  of  fact,  this  clear- 
ly would  add  $200  million  to  the  base 
line  agaist  which  we  figure  a  seques- 
ter. 

We  spent  3  days  negotiating 
amongst  ourselves  and  with  the  House 
and  untold  numbers  of  hours  here  on 
the  floor  and  we  voted  at  about  mid- 
night on  Friday  to  put  into  effect  a 
reconciliation  bill  because  we  did  not 
want  a  sequester  come  October,  that 
is,  an  across-the-board  cut. 

Whether  one  likes  the  procedure  or 
not,  the  fact  is  that  excesses  in  trust 
funds  that  are  not  spent  are  used  in 
the  bookkeeping  of  the  United  States 
to  reduce  the  deficit.  Whether  one 
likes  that  or  not,  the  truth  of  the 
matter  is  that  this  would  add  $200  mil- 
lion right  up  front  to  what  we  will 
have  to  try  to  find  in  the  appropria- 
tions process,  in  the  reconciliation  bill, 
in  order  to  avoid  an  across-the-board 
cut.  It  is  in  that  sense  adding  $200  mil- 
lion to  the  deficit  perceived  by  Con- 
gress as  of  now  as  it  works  its  way 
trying  to  control  the  outlays  of  Gov- 
ernment. 

Let  me  also  say  to  my  friend  from 
Pennsylvania  if  the  theory  of  offering 
an  amendment  to  increase  the  expend- 
itures out  of  the  trtist  fund  is  that  we 


ought  to  spend  every  year  everything 
that  is  collected  for  a  trust  fund,  then 
I  submit  that  we  have  done  exactly 
the  opposite  for  a  long  time.  For  a 
long  time  we  did  not  collect  enough  in 
the  trust  fund  and  yet  we  spent  more 
than  was  in  there  because  we  thought 
there  was  a  highway  need.  So  for  a 
long  time  we  go  down  at  the  end  of 
the  year  and  say  well,  we  only  have  $7 
billion  collected,  but  we  are  going  to 
spend  $8  or  $9.  We  did  that  because  it 
was  our  decision  to  get  the  program 
going  and  to.  in  a  sense,  spend  trust 
fund  money  we  did  not  have,  perfectly 
within  our  purview,  and  equally  appro- 
priate to  save  money  when  you  have 
more  than  you  need  when  you  have 
tough  fiscal  times. 

So.  Mr.  President,  with  that  I  must 
say  to  my  friend  I  do  not  intend  to 
support  an  outyear  change  either  in 
1988  or  1989  and  I  will  argue  that 
when  he  proposes  the  amendment  and 
I  think  the  Senate  ought  to  wait  on 
that  and  make  that  decision  later. 

But  I  renew  my  point  of  order. 

The  PRESIDING  OFFICER.  The 
point  of  order  is  well  taken.  The 
amendment  falls. 

AMENDHENT  NO.  2894 

(Purpose:  To  increase  the  obligation  limita- 
tions for  Federal-aid  highways  and  high- 
way safety  construction  programs) 
Mr.  SPECTER.  Mr.  President,  I  send 

an  amendment  to  the  desk  and  ask  for 

its  immediate  consideration. 
The    PRESIDING    OFFICER.    The 

clerk  will  report  the  amendment. 
The  assistant  legislative  clerk  read 

as  follows: 
The    Senator    from    Pennsylvania    [Mr. 

Specter]  proposes  an  amendment  numbered 

2894. 
On  page  62,  strike  out  lines  21  through  23, 

and  insert  in  lieu  thereof  the  following: 

(2)  $14,200,000,000  for  fiscal  year  1988; 

(3)  $14,200,000,000  for  fiscal  year  1989; 
and 

(4)  $14,200,000,000  for  fiscal  year  1990. 

Mr.  SPECTER.  Mr.  President.  I  ask 
for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

Mr.  SPECTER.  Mr.  President,  this 
amendment  follows  up  on  the  discus- 
sion which  we  have  been  having  and 
does  not  fall  subject  to  a  point  of 
order. 

I  might  say  that  I  do  not  disagree 
with  what  the  distinguished  chairman 
of  the  Budget  Conunittee  has  argued 
in  terms  of  our  having  established  the 
reconciliation  picture,  and  I  quite 
agree  with  him  about  the  imdesirable 
consequence  of  having  any  sequestra- 
tion. 

I  think  that  is  something  which  is 
highly  undersirable  and  that  Congress 
ought  to  establish  the  priorities  within 
the  limits  of  the  deficit  ceiling.  This 
body  has  discharged  its  responsibilities 
and  we  got  that  job  done  last  week.  I 
commend,  and  have  heretofore  and  do 


again,  what  the  distinguished  chair- 
man of  the  Budget  Committee  has  ac- 
complished. 

But  now  we  are  on  a  different  point. 
We  have  met  the  targets  of  Gramm- 
Rudman  for  fiscal  year  1987  and  now 
the  issue  is  what  is  going  to  happen  in 
succeeding  years.  1988,  1989.  and  1990. 

D  1210 

Mr.  President,  this  amendment 
would  fulfill  the  commitment  which 
the  Senate  made  when  it  passed  a  res- 
olution, which  was  cosponsored  by 
Senator  Symms  and  Senator  Murkow- 
SKi  and  myself,  expressing  the  sense 
of  the  Senate  that  the  highway  trust 
fimd  should  be  drawn  down  to  the 
safest  minimum  level  of  reserves  possi- 
ble. That  has  been  passed  on  a  sense 
of  the  Senate  by  this  body  and  I  think 
we  ought  to  move  ahead  at  this  time. 

Mr.  President,  I  would  disagree  with 
the  distinguished  chairman  of  the 
Budget  Committee  when  he  seeks  to 
make  an  analogy  between  spending 
more  than  the  trust  fund  and  not 
spending  as  much  as  the  trust  fund 
has  absent  a  reasonable  reserve. 

The  Congress  of  the  United  States 
has  authority  to  appropriate  what  we 
choose  and  we  can  spend  money  for- 
highways  out  of  general  revenues  if  we 
choose  to  do  so.  But  it  is  not  the  same 
as  saying,  since  we  spend  more  than 
the  trust  fund  in  the  past,  we  ought 
not  to  spend  as  much  as  the  trust  fimd 
as  a  matter  of  our  discretion. 

If  we  are  not  going  to  spend  the 
trust  fund,  let  us  not  charge  the  Amer- 
ican consumer,  the  Americsui  highway 
users  for  the  gasoline  tax  as  much  as 
we  are. 

It  is  true  that  we  cannot  precisely 
say  what  the  trust  fund  will  be  and  ex- 
actly how  much  we  should  spend.  So  it 
is  necessary  to  have  a  reserve.  But  I 
believe  it  ought  to  be  a  realistic  re- 
serve. And  a  reserve  is  something  you 
keep  in  reserve  for  contingencies  or 
some  problem  which  may  arise.  It  is 
not  something  which  you  have  a  large 
sum  of  money  for  some  collateral  pur- 
pose to  balance  the  budget  or  to  hold 
the  deficit  at  a  certain  level. 

If  those  funds  are  needed,  they 
ought  to  come  from  other  sources. 
That  is  not  why  we  ought  to  have 
highway  users  place  money  into  the 
highway  trust  fund. 

I  have  asked  for  a  roUcall  vote  on 
this  matter,  because  I  believe  that  if 
the  Senate  of  the  United  States  speaks 
emphatically  on  this  issue,  it  will  be  a 
direction  to  the  Budget  Committee 
and  the  distinguished  chairman  next 
year  that  we  want  to  have  money 
spent  on  highways.  And,  of  coiu'se,  it 
is  easier  to  spend  the  moneys  next 
year  and  the  year  after  than  it  is  this 
year,  because  we  do  not  have  to  bite 
any  bullets  in  doing  so. 

But  I  believe  it  is  an  appropriate 
statement  of  the  expression  of  the 
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Intent  of  the  Senate.  And  if  the 
Senate  decides  we  ought  to  leave  the 
decision  for  next  year,  then  I  think 
the  Senate  will  be  recognizing  that 
this  will  be  a  bargaining  chip  in  the 
overall  process  and  highways  will 
probably  end  up  short  next  year. 

Of  course,  if  we  can  express  our  in- 
tention by  adopting  this  amendment, 
it  could  always  be  changed,  as  well,  if 
the  eloquent  chairman  of  the  Budget 
Conunittee  comes  in  next  year  with 
budget  problems— and  maybe  he  will 
not  have  any  problems  next  year  on 
the  budget.  Maybe  there  will  not  be  a 
need  to  shortchange  highway  con- 
struction. 

But  I  would  say  if  we  are  going  to 
defer  something  to  next  year,  let  us 
defer  consideration  of  any  unknown 
problem  to  next  year.  Let  us  renew 
our  commitment  to  the  American 
highway  user  that  the  money  we  have 
taken  out  of  his  pocket  on  the  gasoline 
tax  is  going  to  be  used  for  highway 
construction.  I  yield  the  floor. 

Mr.  SYMMS.  Mr.  President,  I  have 
already  spoken  on  the  previous  Spec- 
ter amendment  which  really  covers  my 
position.  I  would  only  rise  to  say  that  I 
compliment  my  colleague  for  offering 
the  amendment.  I  support  the  amend- 
ment. 

As  a  member  of  the  Budget  Commit- 
tee, I  know  we  have  difficulties  decid- 
ing where  to  get  the  money  necessary 
to  meet  the  Gramm-Rudman  targets, 
but  I  believe  there  are  good,  justifiable 
reasons  for  us  to  support  a  higher 
funding  level  out  of  the  Federal  trust 
fund. 

Again,  I  support  the  amendment  and 
urge  its  adoption. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  amendment.  Is 
there  further  debate? 

Mr.  STAFFORD.  Mr.  President, 
with  a  great  deal  of  regret,  I  have  to 
rise  in  opposition  to  the  Senator's 
amendment.  And  I  do  so  in  the  name 
of  the  committee,  because  the  commit- 
tee did  come  to  a  conclusion  on  spend- 
ing over  these  years  and  the  Senator's 
proposal  would  run  almost  $2  billion 
over  the  committee  level  which  the 
committee  voted  for.  There  was  a  vote 
in  the  committee,  as  a  matter  of  fact, 
to  raise  the  level,  which  was  defeated 
in  the  committee  by  a  vote  of  8  to  5. 

The  Senator  proposes  $14.2  billion  a 
year.  But  there  are  additional  expendi- 
tures from  the  fund  for  other  pro- 
grams that  are  not  included  in  that 
figxire  which  raises  it  to  about  $15  bil- 
lion a  year  in  total  expenditures,  as  I 
understand  it. 

I  should  point  out  that  estimated 
revenues  for  the  trust  fimd  for  the 
years  in  question  are  about  $13.2  bil- 
lion, which  is  approximately  the 
amount  called  for  to  be  expended 
under  the  committee  decision,  and 
that  figure  appears  in  the  committee 
bill. 


So,  much  as  I  would  like  to  spend 
more  money  on  highways  at  this  time. 
I  think  that  the  committee,  having 
made  the  decision  that  we  stay  at  the 
levels  I  have  mentioned— $13.2  billion 
roughly,  in  total  expenditures— I  feel 
we  should  stay  there.  We  have  com- 
mitted ourselves  to  that  course,  both 
in  deference  to  the  national  deficit, 
the  national  debt  and  in  connection 
with  the  Budget  Committee  and  rec- 
onciliation. 

Mr.  DOMENICI.  Mr.  President.  I 
might  say  to  my  friend  from  Pennsyl- 
vania, if  he  desires  to  further  debate 
the  issue,  I  hope  he  will  let  me  know, 
because  I  do  intend  to  ask  that  the 
amendment  be  tabled.  I  think  that  is  a 
preferable  vote,  from  my  standpoint, 
to  an  up-or-down  vote  because  I  think 
it  more  aptly  expresses  what  we  are 
doing  and  what  we  ought  to  do. 

First  of  all,  in  plain,  simple  terms, 
next  year,  the  year  after,  and  the  year 
after  that— 1988.  1989,  and  1990— we 
will  have  a  budget,  we  will  have  appro- 
priations, and  clearly  the  Highway  Act 
that  is  before  us  will  not  constrain  us 
in  terms  of  raising  the  level  of  funding 
if  the  Senate  and  the  Congress  desire 
to.  But  for  now,  plain  and  simple,  we 
voted  in  ourselves,  by  recommendation 
of  the  Public  Works  Committee  that 
has  jurisdiction  over  this,  we  voted  a  3- 
year  limitation  in  the  reconciliation 
just  a  few  nights  ago. 

The  distinguished  chairman  of  the 
full  committee  has  stated  it  right.  We 
did  that,  and  we  will  turn  around 
today  and  we  will  say,  "Well,  yeah,  we 
did  that  because  we  want  to  be  fiscally 
responsible,  as  we  look  at  next  year 
and  the  year  after,  to  take  a  real  look 
at  where  are  we.  Do  we  have  enough 
money  to  spend  more  out  of  the  trust 
fund,  or  should  we  save  it  and  apply  it 
to  the  deficit?" 

This  will  add,  my  nvmibers  indicate, 
$3.15  billion  in  outlays  for  the  next  3 
years  as  a  mandate  over  and  above 
what  we  already  just  voted  for,  decid- 
ed to  be  for.  Friday  night  at  12  o'clock. 
I  just  do  not  think  we  ought  to  do  it. 
The  same  reasoning  applies  in  his 
behalf  as  in  behalf  of  the  committee. 
If  next  year  the  budget  looks  better, 
as  he  hopes— and  I  hope  so.  too— then 
obviously  we  will  be  debating  this 
issue  of  a  predetermined  decision 
made  by  the  committee  which  they 
thought  was  reasonably  prudent  under 
the  circumstances. 

So  I  regret  to  say  I  will  ask  to  table 
the  amendment  and  actually  would 
hope  the  Senator  would  not  make  us 
vote  on  this.  I  think  we  should  give 
him  some  commitment  that  we  will 
work  on  this,  that  clearly  we  will  listen 
to  him  and  to  the  chairman  of  the 
subcommittee  and.  if  we  can  find  our 
way,  we  will  significantly  increase  it; 
we  will  try  to. 

I  am  sure  the  distinguished  chair- 
man would  agree.  I  am  sure  if  Senator 
Hatfield  were  here  he  would  say  he 


would  agree  to  take  another  look  and 
see  if  we  could  raise  it  next  year.  But 
for  now,  I  think  we  must  object. 

I  move  to  table  the  amendment  and 
ask  for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
of  the  Senator  from  New  Mexico  [Mr. 
DoMENici]  to  table  the  amendment  of 
the  Senator  from  Pennsylvania  [Mr. 
Specter].  The  yeas  and  nays  have 
been  ordered  and  the  clerk  will  call 
the  roU. 

The  assistant  legislative  clerk  called 
the  roU. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  is  nec- 
essarily absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Delaware  [Mr. 
BiDEN]  is  necessarily  absent. 

I  also  announce  that  the  Senator 
from  Ohio  [Mr.  Metzenbaum]  is 
absent  because  of  illness  in  the  family. 

The  PRESIDING  OFFICER.  Are 
there  smy  other  Senators  in  the  Cham- 
ber who  desire  to  vote? 

The  result  was  annoimced— yeas  69, 
nays  28,  as  follows: 

[Rollcall  Vote  No.  286  Leg.] 

YEAS— 69 


Andrews 

Exon 

McConnell 

Armstrong 

Goldwater 

Melcher 

Bentsen 

Gorton 

Mitchell 

Bingaman 

Gramm 

Moynihan 

Boren 

Grassley 

Murkowski 

Boschwitz 

Hart 

Nickles 

Bradley 

Hatch 

Nunn 

Broyhill 

Hatfield 

Packwood 

Bumpers 

Heflin 

Pell 

Chafee 

Helms 

Proxmire 

Chiles 

HoUings 

Roth 

Cochran 

Humphrey     ^ 

Rudman 

Cohen 

Inouye 

Sarbanes 

Cranston 

Johnston 

Simon 

Danforth 

Kennedy 

Simpson 

DeConcini  ' 

Kerry 

Stafford 

Dixon 

Laxalt 

Stennis 

Dodd 

Leahy 

Stevens 

Dole 

Lugar 

Trible 

Domenici 

Mathias 

Wallop 

Durenberger 

Matsunaga 

Weicker 

Eagleton 

Mattingly 

Wilson 

Evans 

McClure 
NAYS-28 

2torinsky 

Abdnor 

Hawkins 

Quayle 

Baucus 

Hecht 

Riegle 

Burdick 

Heinz 

Rockefeller 

Byrd 

Kassebaum 

Sasser 

D'Amato 

Kasten 

Specter 

Denton 

Lautenberg 

Symms 

Ford 

Levin 

Thurmond 

Glenn 

Long 

Warner 

Gore 

Pressler 

Harkin 

Pryor 

NOT  VOTING- 

-3 

Biden 

Gam 

Metzenbaum 

So  the  motion  to  lay  on  the  table 
amendment  No.  289  was  agreed  to. 

Mr.  SYMMS.  Mr.  President,  I  move 
to  reconsider  the  vote. 

Mr.  STAFFORD.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 
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The  PRESIDING  OFFICER.  The 
Senator  from  Idaho  is  recognized. 

Mr.  SYMMS.  Mr.  President,  we  are 
very  close  to  passage  of  the  bill.  I  say 
again  to  my  colleagues,  this  is  a  most 
important  piece  of  legislation  which 
we  must  get  through  a  conference  and 
on  the  President's  desk  before  the  end 
of  the  month.  It  is  most  important  to 
the  Federal  aid  highway  program. 

We  have  one  remaining  glitch.  Spe- 
cifically, the  problem  is  the  language 
on  page  28  of  the  committee  report, 
which  explains  section  105(b)  of  the 
biU. 

AMENDMENT  NO.  3895 

In  order  to  try  to  clear  up  this  issue, 
Mr.  President,  I  send  an  amendment 
to  the  desk  and  ask  for  its  immediate 
consideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  Idaho  [Mr.  Symms]  pro- 
poses an  amendment  numbered  2895. 

On  page  28  line  24  strike  all  through  page 
29  line  15. 

D  1240 

Mr.  SYMMS.  Mr.  President,  may  I 
please  have  order? 

The  PRESIDING  OFFICER.  The 
Senate  will  be  in  order. 

The  Senator  from  Idaho  is  recog- 
nized. 

Mr.  SYMMS.  Thank  you,  Mr.  Presi- 
dent. 

Mr.  President,  I  will  be  very  brief  in 
my  explanation  of  this  amendment. 
This  amendment  simply  strikes  sec- 
tion 105(b)  from  the  bill.  The  question 
is,  Should  a  State  or  local  government 
be  allowed  to  attempt  to  influence 
international  relations  with  South 
Africa? 

The  answer  in  this  Senator's  opinion 
is  "no."  In  this  instance,  it  is  basically 
a  New  York  City  issue.  We  thought  we 
had  a  compromise  worked  out  between 
the  distinguished  senior  Senator  from 
New  York  and  myself,  but  we  have 
had  other  Senators  who  have  voiced 
objections. 

I  want  to  make  two  or  three  very 
quick  points.  Foreign  relations  for  the 
United  States  of  America  should  not 
be  vested  in  local  governments.  For- 
eign policy  is  and  should  be  in  the 
domain  of  the  National  Government. 

I  believe  we  should  not  piecemeal 
our  international  relations  with  South 
Africa  and  we  should  have  a  coordinat- 
ed comprehensive  policy.  The  lan- 
guage currently  in  the  bill  sets  a  bad 
precedent  for  us. 

We  have  pending  before  the  Con- 
gress and  the  administration  legisla- 
tion dealing  with  South  Africa,  and  it 
is  being  properly  handled  by  the  ap- 
propriate authorities.  I  believe  the 
provision  would  set  a  costly  and  dan- 
gerous precedent  for  the  highway  pro- 
gram. "This  amendment  could  have  a 
very  chilling  effect  on  competitive  bid- 


ding because  some  firms  may  choose 
not  to  bid.  Moreover,  each  local  area 
could  establish  its  own  type  of  South 
Africa  contracting  restrictions  and  this 
would  destroy  the  uniformity  of  the 
contracting  process  and  add  to  the  bid 
preparation  costs. 

Mr.  President,  those  are  reasons  why 
I  think  we  should  support  the  Symms 
amendment  and  strike  out  section 
105(b)  from  the  bill.  An  equally  impor- 
tant reason  is  that  each  Senator  has  a 
State  department  of  transportation 
and  highway  users  waiting  to  ^et  the 
highway  program  resolved. 

Let  us  not  let  this  one  small  issue 
interfere  with  the  Federal-aid  High- 
way Program.  I  urge  support  for  my 
amendment. 

Mr.  DOLE  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
majority  leader  is  recognized. 

Mr.  DOLE.  Mr.  President,  I  am  just 
going  to  take  about  1  minute.  I  think 
the  issue  is  fairly  clear  but  the  conse- 
quences may  not  be.  If  there  is  not 
some  resolution  of  this  provision,  I  am 
advised  by  a  number  of  Senators  that 
there  will  not  be  a  highway  bill.  I 
think  that  is  what  we  need  to  focus  on. 
This  is  really  the  last  day,  as  I  look  at 
the  next  7  or  8  days,  that  we  can  take 
up  the  highway  bill. 

We  have  about  three  other  bills 
pending  this  afternoon.  Tomorrow, 
Friday,  and  Saturday  we  will  be  on  the 
drug  enforcement  bill.  Somewhere  we 
have  to  work  in  the  tax  bill  in  that 
period  of  time.  And  then  on  Monday 
we  are  on  the  continuing  resolution. 
That  will  take  at  least  2  days.  Then  we 
will  also  have  Superfund,  and  we  have 
the  debt  limit  conference  report.  We 
also  have  the  trial  of  Judge  Clair- 
bome. 

While  this  may  not  and  perhaps 
should  not  be  an  element  in  consider- 
ation of  how  Senators  vote,  I  think  in 
every  State  we  have  vital  interests  in 
this  package.  I  am  not  threatening 
anyone.  I  am  just  suggesting  I  have 
been  advised  by  a  number  of  Senators 
that  unless  this  provision  is  stricken  or 
there  is  some  compromise,  they  intend 
to  spend  the  rest  of  the  day  discussing 
it  amd  that,  as  far  as  I  know,  would 
postpone  any  final  action  on  this  pack- 
age. We  might  be  able  to  get  to  it 
sometime  next  week  but  I  am  not  cer- 
tain. 

Mr.  MOYNIHAN  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  York. 

Mr.  MOYNIHAN.  Thank  you,  Mr. 
President. 

Might  I  make  two  points.  The  first  is 
to  take  very  gentle  exception  to  the 
statement  of  my  friend  from  Idaho 
that  this  is  a  New  York  City  matter. 
Similar  legislation  has  been  enacted  in 
some  25  cities.  I  will  name  just  a  few: 
Charleston,  SC;  Chicago,  IL;  East  Lan- 
sing, MI;  College  Park,  MD;  Kansas 
City,  KS  and— Perhaps  I  should  say 


that  again.  Kansas  City,  KS— Kansas 
City,  MO;  Los  Angeles;  Madison,  WI; 
Newark.  NJ;  New  Orleans;  New  York; 
Oaklsind,  Omaha;  Pittsburgh;  Raleigh, 
North  Carolina;  Richmond,  CA;  Rich- 
mond, VA;  Rochester,  NY;  San  Fran- 
cisco; Topeka,  KS;  and  Tucson,  AZ. 

Measures  of  this  kind  have  been 
adopted  in  a  number  of  places  and  for 
the  same  reason.  They  are  an  expres- 
sion of  concern  American  communities 
have  about  South  Africa. 

I  completely  agree  with  the  Sena- 
tor's statement  that  the  conduct  of 
foreign  policy  is  a  national  responsibil- 
ity. 
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Madison  wrote  in  Federalist  Paper 
No.  42  that  "If  we  are  to  be  one  nation 
in  any  respect,  it  clearly  ought  to  be  in 
respect  to  other  nations."  But  this 
does  not  have  to  do  with  our  relations 
with  other  countries.  It  is  a  statement 
internal— about  how  we  will  behave 
with  our  own  fellow  citizens  with  re- 
spect to  business  activities  and  govern- 
ment investment. 

This  legislation  provides  that  if  a 
community— Kansas  City,  San  Fran- 
cisco, College  Park,  Rochester,  or 
wherever— wishes  to  enforce  anti- 
apartheid  bidding  standards  on  high- 
way projects,  with  the  result  that  a 
higher  bid  might  have  to  be  accepted 
than  otherwise  would  be  the  case,  and 
if  that  municipality  pays  from  its  own 
resources  every  penny  of  the  addition- 
al cost,  then  the  Federal  Government 
and  the  highway  program  have  no  ar- 
gument with  that  community.  It  is  a 
very  American  arrangement.  It  is  char- 
acteristic of  our  coimtry  that  when 
people  feel  strongly  about  ethical 
issues,  moral  issues,  they  act  in  local 
ways;  and  often  in  our  history,  policy 
has  come  up  from  the  lower  levels  of 
goverrmient  rather  than  come  down 
from  the  higher  ones. 

This  is  not  something  we  need  ever 
be  ashamed  of.  It  is  something  we 
have  every  reason  to  be  proud  of,  as  a 
characteristic  of  American  life.  This 
provision  is  a  simple  accommodation 
to  it. 

I  think  of  it  in  the  same  spirit  that 
Thoreau  refused  to  pay  taxes  that  he 
thought  were  supporting  the  Mexican 
War.  The  authorities  put  him  in  jail  in 
Concord  for  so  doing.  Emerson  came 
to  visit  him,  and  they  had  a  wonderful 
exchange: 

Emerson  said:  "What  are  you  doing 
in  there?" 

Thoreau  said:  "What  are  you  doing 
out  there?" 

A  moral  statement  was  being  made 
by  one  man  and  by  the  other  man,  too. 
They  had  different  views,  and  we 
admire  them  for  that. 

When  Kansas  City  and  Camden,  NJ, 
and  Charleston.  SC,  and  Chicago  and 
New  York  take  measures  such  as  this, 
they  do  so  out  of  conscience,  and  we 
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want  them  to  behave  out  of  con- 
science. 

Are  they  doing  any  harm  to  anyone 
in  economic  terms?  Yes— to  them- 
selves. They  accept  that.  They  say. 
"We  will  pay  more  in  order  to  make  a 
statement  of  moral  concern  of  impor- 
tance to  this  community  to  this  City 
Council,  to  this  Mayor."  That  is  a  very 
American  thing  to  do.  It  is  not  to  be 
disparaged,  not  to  be  prevented— no, 
not  to  be  prevented,  so  long  as  we  are 
a  country  of  Thoreaus.  Nor  is  there 
any  need  to  do  so. 

I  offered  this  sunendment  in  the 
Committee  on  Environment  and 
Public  Works.  The  amendment  ad- 
dressed a  situation  in  a  city  in  my 
State— and  in  a  niunber  of  cities  across 
the  country.  We  asked  to  have  the  ar- 
rangement made  that  if  cities  suicept 
higher  than  least-cost  bidding,  then 
those  cities  can  make  up  for  the 
higher  costs  that  result.  Our  commit- 
tee, with  the  great  courtesy  we  show 
one  another,  under  the  very  remarka- 
ble leadership  of  the  senior  Senator 
from  Vermont— who  has  a  Vermont 
Yankee's  capacity  to  tolerate  even 
New  Yorkers— said: 

Pine,  if  you  want  to  do  that,  you  do  it. 
You  pay  for  it.  We  are  not  going  to  let  this 
get  in  the  way  either  of  the  highway  pro- 
gram or  of  the  expression  of  views  about 
matters  im[X>rtant  to  American  communi- 
ties. 

Therefore,  it  is  there.  Elssentially 
identical  language  is  in  the  House  bill. 

Mr.  President,  I  have  no  desire  to 
prolong  this  debate.  I  would  not  have 
entered  it,  save  that  my  good  friend, 
the  distinguished  Senator  from  Idaho, 
.  has  observed  that  other  Senators  felt 
it  necessary  to  raise  the  matter.  That 
is  their  right,  and  in  the  end  we  will 
vote.  I  hope  we  will  vote  to  sustain  the 
Committee  on  Environment  and 
Public  Works  in  a  fine  American  tradi- 
tion which  is  somewhat  disorderly,  but 
wonderfully  creative  in  the  long  nm. 

Mr.  D'AMATO.  Mr.  President,  I  join 
my  distinguished  colleague,  the  senior 
Senator  from  New  York  [Mr.  Moyni- 
han],  and  commend  him  for  having 
moved  to  include  this  provision  in  the 
bill. 

I  believe  that  it  should  be  the  right 
of  any  municipality  to  undertake  a 
conscious  decision  not  to  do  business 
with  those  who  might  be  giving  aid 
and  comfort  to  the  practice  of  apart- 
heid. I  believe  that  this  is  a  very  real 
and  strong  sentiment,  not  only  in  the 
city  of  New  York,  but  also  in  the  other 
municipalities  which  have  already  un- 
dertaken similar  legislation.  In  the 
case  of  the  city  of  New  York,  the  local 
government  is  willing  to  make  up  any 
deficiency  that  might  result  from  re- 
fusing to  award  a  contract  to  a  low 
bidder  that  does  business  with  South 
Africa.  Thus,  the  taxpayers  of  the 
United  States  will  not  be  called  upon 
to  pay  any  additional  costs,  but  the 
city,  itself,  will  do  so. 


The  taxpayers  of  the  city  have  been 
supportive  of  this  initiative.  Over- 
whelming support  has  been  given  to 
this  local  legislation  by  other  members 
of  the  New  York  delegation.  They 
have  not  come  out  in  opposition.  They 
are  willing  to  make  up  for  the  econom- 
ic difference  that  possibly  may  take 
place. 

There  has  been  mention  by  the  dis- 
tinguished Senator  from  Idaho  [Mr. 
Syhhs]  that  we  have  already  dealt 
with  this  issue  on  the  Comprehensive 
Antiapartheid  Act  of  1986  and  that 
that  is  where  it  should  be  left.  I  am 
concerned  that  there  is  a  very  real 
chance  that  that  bill  will  be  vetoed, 
and  we  will  find  ourselves  in  a  situa- 
tion where  we  have  not  adequately  ad- 
dressed this  problem. 

I  join  Senator  Moynihan  in  saying 
that  we  are  not  attempting  to  make 
foreign  policy  by  the  inclusion  of  this 
language  in  the  highway  bill.  What  we 
are  saying  is  that  we  support  the  ef- 
forts of  those  communities  which  have 
chosen  to  restrict  their  dealings  with 
those  who  do  business  with  South 
Africa,  whether  it  is  Alameda  County, 
CA,  or  Tucson,  AR,  or  our  great  city  of 
New  York.  If  those  local  governments 
wish  to  say  clearly  that  they  will  not 
countenance  doing  business  with 
South  Africa,  we  should  hear  their 
voices.  If  they  are  willing  to  put  their 
money  where  their  mouths  are,  and  if 
they  are  willing  to  make  a  commit- 
ment of  their  resources,  to  see  to  it 
that  the  practice  of  apartheid  is  not 
encouraged,  then  the  Senate  should 
not  penalize  them  for  their  efforts. 

Mr.  President,  I  hope  we  will  be  able 
to  retain  this  important  language 
which  would  underscore  the  revulsion 
we  feel  toward  the  system  of  apart- 
heid. I  urge  my  colleagues  not  to 
delete  this  provision  and  to  join  me  in 
our  crusade  against  State-sponsored 
racism. 

Thank  you,  Mr.  President. 

Mr.  WALLOP.  Mr.  President,  I  will 
be  very  brief  on  this,  as  one  who  has 
stood  on  this  floor  many,  many  times 
as  an  advocate  of  local  control,  local 
government.  State  government.  But  I 
am  also  here  as  an  advocate  of  the 
concept  of  constitutional  government. 

Here  is  an  advocate  of  the  fact  that 
some  things  the  National  Government 
must  do,  and  other  things  the  State 
government,  local  government,  local 
commissions,  by  our  concept,  must  do. 
One  of  the  things  the  Federal  Govern- 
ment must  do  is  conduct  the  foreign 
policy  of  the  United  States. 

I  say  to  my  friend  from  New  York 
that  this  has  nothing  to  do  with  apart- 
heid. It  has  to  do  with  apartheid  in 
the  case  of  New  York  City  and  per- 
haps another  local  government  or  two 
around  the  country,  but  it  has  nothing 
to  do  with  apartheid. 
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The  senior  Senator  from  New  York 
sent  in  a  statement  in  behalf  of  the 
public.  It  is  not  a  statement  of  interest 
on  behalf  of  the  public.  It  is  a  state- 
ment of  foreign  policy. 

Now,  I  can  conceive  of  marvelous 
politics  at  the  local  level  where  local 
entities  would  much  prefer  to  talk 
about  the  emotional  issues  of  foreign 
policy  rather  than  the  issues  for  which 
they  are  constituted.  The  school  board 
would  far  prefer  to  speak  to  foreign 
policy  rather  than  curriculum.  A  city 
council  would  far  prefer  to  speak  to 
foreign  policy  rather  than  the  sewers 
or  streets.  The  planning  commission 
would  far  prefer  to  speak  to  South 
Africa  or  Cambodia  or  some  other 
place  than  they  would  on  open  spaces 
or  requirements  in  conflict  between  in- 
terests within  their  jurisdiction.  The 
county  conunissioners  would  far  prefer 
to  speak  of  the  national  emotional 
issues  of  foreign  policy  rather  than 
speak  about  the  construction  of  roads 
or  the  organization  of  school  districts 
or  the  other  kinds  of  things  of  which 
they  are  constituted  and,  of  course, 
they  would  because  it  is  a  diversion 
from  their  political  responsibility. 

But  were  we  to  let  this  go,  the  Secre- 
tary of  State  of  the  United  States 
would  soon  be  closely  involved  with 
negotiations  with  every  community  in 
America  as  well  as  with  every  foreign 
coimtry.  It  soon  would  be  the  obliga- 
tion of  the  Secretary  of  State  to  deal 
with  the  city  of  New  York,  or  the 
county  of  Sheridan  in  Wyoming  or 
some  State  that  wished  to  offer  sanc- 
tuary and  that  is  not  the  role  that  was 
conceived  of  by  the  Founding  Fathers 
nor  must  it  ever  be. 

It  is  difficult  enough  for  this  body  to 
make  its  recommendations  to  the 
President  of  the  United  States  and  the 
executive  branch  as  to  the  conduct  of 
foreign  policy.  It  does  not  belong  in 
the  hands  of  local  governments. 

And  this  is  not  a  question  of  apart- 
heid. This  is  a  question  of  foreign 
policy  of  the  United  States.  It  is  not  a 
question  of  apartheid  or  sanctuary 
movements  or  of  nuclear  free  zones  or 
anythng  else.  It  is  a  question  that  the 
national  policy  of  the  country  must  be 
set  at  the  national  level. 

The  local  governments  will  find  me 
standing  by  their  side  in  every  single 
instance  in  which  their  right  to  make 
local  decisions  is  clear.  This  is  not  one 
of  those  areas.  And  I  urge  this  amend- 
ment's adoption. 

Mr.  SYMMS.  Mr.  President,  now,  on 
this  amendment  I  see  the  distin- 
guished ranking  member  of  the  For- 
eign Relations  Committee  is  here  on 
the  floor. 

I  ask  unanimous  consent  to  have 
printed  in  the  Record  an  article  from 
the  Wall  Street  Journal  by  Mr.  Spiro, 
the  editor  of  the  Virginia  Law  Review. 
Wednesday,  September  24. 
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There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

[From  the  Wall  Street  Journal.  Sept.  24. 

1986] 

Get  States  and  Cities  orr  Foreign-Poucy 

Stage 

(By  Peter  Spiro) 

A  wave  of  state  and  local  boycotts  and  di- 
vestiture actions  directed  against  the  white 
regime  in  Pretoria  has  meant  that  much  of 
U.S.  policy  on  South  Africa  has  evolved  out- 
side Washington.  On  this  issue  mayors, 
county  executives  and  governors  have  been 
elevated  to  virtual  equality  with  U.S.  na- 
tional legislators  and  administration  offi- 
cials: never  before  has  the  action  of  these 
nonfederal  authorities  loomed  so  large  in 
shaping  a  foreign-policy  issue. 

The  phenomenon  is  a  disturbing  one,  with 
serious  implications  not  only  for  the  devel- 
opment of  a  national  strategy  to  help  dis- 
mantle apartheid  but  also  for  the  making  of 
U.S.  foreign  policy  in  general.  Congress  and 
the  courts  should  move  against  it  while  it 
remains  largely  restricted  to  the  South 
Africa  question.  Allowed  to  act  untram- 
meled  for  the  time  being,  cities  and  states 
may  grow  accustomed  to  their  newfound 
role  and  resort  to  it  more  frequently  on  a 
broader  range  of  issues. 

Congress  has  not  been  blind  to  the  prob- 
lem. Sen.  Richard  Lugar  (R..  Ind.).  chair- 
man of  the  Senate  Foreign  Relations  Com- 
mittee and  author  of  the  latest  sanctions 
bill,  has  made  clear  in  floor  debate  that  his 
proposal,  if  passed  into  law.  would  ■pre- 
empt" state  and  local  measures  by  "occupy- 
ing the  field"  of  South  Africa  policy.  In 
other  words,  his  legislation  would  render 
such  measures  inoperative.  Uncontested. 
Sen.  Lugar's  statement  would  probably  suf- 
fice to  support  a  judicial  scrapping  of  local 
anti-South  Africa  laws  were  they  to  face 
court  challenge. 

THE  SOONER  THE  BETTER 

While  agreeing  to  the  substance  of  the 
Lugar  sanctions,  the  House  of  Representa- 
tives passed  a  non-binding  rule  in  order  to 
establish  legislative  intent  that  would  allow 
state  and  local  laws  to  stand  up  in  court. 
Anti-apartheid  representatives  have  also 
managed  to  pass  riders  to  various  appropria- 
tions measures  excusing  local  governments 
with  anti-apartheid  laws  from  federal  com- 
petitive-bidding requirements. 

Sen.  Lugar  has  the  right  idea  on  the  ques- 
tion of  pre-emption,  but  he  states  the  case 
too  softly.  The  scrapping  of  state  and  local 
anti-South  Africa  laws  is  not  simply  a 
matter  of  congressional  intention.  It  is  man- 
dated by  constitutional  law.  and  the  sooner 
someone  takes  Sen.  Lugar's  hint  to  the 
courts,  the  better. 

State  and  local  governments  have,  in 
effect,  implemented  a  national  policy  en- 
couraging full  divestiture.  In  doing  so.  they 
have  bypassed  federal  decision  making  on 
an  issue  upon  which  only  the  federal  gov- 
ernment is  empowered  to  decide. 

The  stage  is  by  now  well  set.  Dozens  of 
cities  and  states,  from  Jacksonville.  Fla.. 
and  Richmond.  Va.,  to  New  York  City.  Cali- 
fornia and  New  Jersey,  have  moved  to  divest 
themselves  of  securities  in  corporations  that 
do  business  in  South  Africa,  many  regard- 
less of  their  compliance  with  the  Sullivan 
principles  (a  code  of  fair- labor  and  anti-dis- 
criminatory practices).  A  growing  number  of 
these  authorities  have  similarly  moved  to 
restrict  or  prohibit  procurement  from  cor- 
porations doing  business  in  South  Africa. 


The  exclusive  federal  domain  over  foreign 
affairs  is.  first  of  all,  firmly  grounded  in 
constitutional  tradition.  It  was  partly  be- 
cause the  original  13  states  foimd  them- 
selves so  weak  in  the  international  arena 
that  they  abandoned  the  Articles  of  Confed- 
eration and  adopted  the  Constitution  itself 
almost  200  years  ago:  as  James  Madison  put 
it,  "If  we  are  to  be  one  nation  in  any  re- 
spect, it  clearly  ought  to  be  in  respect  of 
other  nations."  Thus  only  the  federal  gov- 
ernment is  allowed  by  the  Constitution  to 
conclude  treaties  with  foreign  states. 

The  Supreme  Court  has  unequivocally 
upheld  this  precept  of  uniformity.  In  the 
landmark  1941  case  of  Mines  vs.  Davidowitz, 
the  court  struck  down  a  Pennsylvania  stat- 
ute requiring  the  fingerprinting  and  photo- 
graphing of  enemy  aliens  where  Congress 
had  required  only  that  they  register  with 
the  government.  "Our  system  of  govern- 
ment," the  decision  concluded,  "is  such  that 
the  interest  of  the  cities,  coimties  and 
states  .  .  .  imperatively  requires  that  feder- 
al power  in  the  field  affecting  foreign  rela- 
tions be  left  entirely  free  from  local  inter- 
ference." 

In  invalidating  state  probate  laws  that,  in 
practice,  tended  to  disallow  inheritance  by 
citizens  of  East-bloc  nations,  the  court  ex- 
tended these  clear  dictates  with  its  1968 
opinion  in  Zschemig  vs.  Miller  so  as  to  con- 
demn any  inquiry  by  local  authorities  into 
political  conditions  prevailing  in  foreign 
countries.  Significantly,  the  local  action 
considered  in  Zschemig  was  not  in  conflict 
with  federal  policy.  The  implication  of  the 
decision  is  that  states  may  not  under  any 
circumstances  jump  into  the  foreign-policy 
arena.  Although  the  court  has  also  indicat- 
ed a  willingness  to  protect  state  action  in 
the  marketplace  from  federal  interference, 
such  precedent  has  never  been  applied  in  a 
situation  involving  foreign  relations.  (Some 
states  and  cities  have  "buy-America"  laws 
on  the  books,  but  the  courts  have  never  con- 
clusively ruled  on  their  constitutionality.) 

In  fact,  it  is  in  the  long-term  interest  of 
local  authorities  to  defer  to  Washington  in 
the  making  of  foreign  policy— ever  where  it 
may  impinge  on  decisions  traditionally  left 
to  their  discretion.  This  is  why— to  take  an 
extreme  and  unlikely  example— the  U.S. 
would  not  tolerate  one  state  declaring  war 
on  another  country,  for  all  the  states  would 
suffer  the  consequences  of  such  a  brazen 
act.  More  plausibly— and  closer  to  the  South 
African  example— if  car-producing  Michigan 
decided  that  it  would  no  longer  invest  in  or 
make  purchases  from  Japanese  corporations 
or  their  subsidiaries,  Japan  might  strike 
back  by  limiting  textile  imports  from  the 
U.S.  North  Carolina  would  be  hurt  as  a 
result  of  Michigan's  parochialism,  and  yet  it 
would  have  little  recourse  in  Washington  to 
prevent  Michigan  or  other  states  from  so 
compromising  its  interests,  if  local  anti- 
apartheid  laws  set  any  sort  of  precedent. 

Such  laws  are  already  setting  a  precedent. 
Massachusetts  recently  moved  to  ban  pen- 
sion-fund investments  in  banks  with  loans 
to  corporations  selling  armaments  to  Brit- 
ain for  use  in  Northern  Ireland.  Michigan 
has  taken  steps  to  restrict  university  hold- 
ings in  corporations  doing  business  with  the 
Soviet  Union.  So-called  sanctuary  legislation 
and  nuclear-free-zone  laws  are  also  sympto- 
matic of  this  trend.  The  question  of  nonfed- 
eral involvement  in  foreign  affairs  is  one 
that  should  transcend  partisan  politics.  A 
stand  in  favor  of  local  action  on  today's 
issue— that  of  South  Africa— may  backfire 
tomorrow. 

The  position  of  cities  and  states  on  South 
Africa  also  stands  in  clear  contrast  to  feder- 


al policy  in  the  area.  The  president's  execu- 
tive order  of  September  1985— which  re- 
mains the  law  of  the  land— implemented 
limited  economic  measures  designed  to 
maintain  a  U.S.  economic  presence  in  South 
Africa  while  eliminating  some  counterpro- 
ductive aspects  of  that  presence,  such  as  the 
sale  of  computer  goods  to  apartheid-enforc- 
ing agencies  of  the  Pretoria  government. 
Even  if  the  Lugar  sanctions  package  were  to 
become  law,  presumably  over  a  presidential 
veto,  companies  complying  with  the  Sulli- 
van principles  would  in  no  way  be  penalized 
for  staying  in  South  Africa. 

But  state  and  local  actions,  of  course, 
mean  that  a  continued  South  African  pres- 
ence would  remain  a  serious  liability.  Com- 
panies that  do  not  disinvest  face  millions  of 
dollars  in  lost  municipal  contracts  and  low- 
ered share  prices  on  national  markets.  The 
probable  result?  "In  five  years,"  according 
to  financial  analyst  Pierre  A.  Rinfret, 
"almost  no  American  investment  will  be  left 
in  South  Africa."  While  the  impact  of  non- 
federal measures  is  perhaps  not  as  direct 
and  immediate  as  an  all-out  embargo  on 
continued  investment  in  South  Africa,  the 
long-term  result  will  be  the  same  as  if  feder- 
al action  were  taken. 

A  SERIOUS  IMPACT 

These  nonfederal  measures  are  far  more 
sweeping  than  similar  actions  taken  by  pri- 
vate institutions  and  investors,  since  they 
often  go  beyond  mere  disinvestment  and  in- 
clude boycotts  against  products  with  the 
slightest  South  African  connection.  And. 
unlike  their  private-sector  counterparts, 
they  enjoy  the  imprimatur  of  governmental 
authority.  In  addition  to  provoking  Preto- 
ria's ire,  these  have  had  a  serious  impact  on 
their  intended  corporate  targets.  Nineteen 
companies  have  pulled  out  of  South  Africa 
this  year  alone,  and  many  more  are  taking 
second  looks  at  their  presences  there.  Sever- 
al, including  Bell  &  Howell  Co.  and  Phibro- 
Salomon  Inc.,  have  cited  state  Bind  local 
action  as  their  primary  motivation  for  their 
withdrawal. 

If  a  majority  of  Americans  want  disinvest- 
ment from  South  Africa,  or  action  on  any 
other  matter  of  foreign  policy,  then  presum- 
ably that  action  can  be  taken  through  their 
elected  representatives  in  Washington.  Up- 
holding this  institutional  necessity  may  take 
patience  and  restraint  where  the  political 
process  is  slow  to  register  electoral  opinion, 
but  it  is  infinitely  preferable  to  allowing 
mayors  and  governors  to  transcend  their 
competence  and  assume  the  status  of  would- 
be  secretaries  of  state.  The  U.S.  has  enough 
trouble  developing  one  foreign  policy;  let  us 
not  thereby  devolve  to  hundreds. 

Mr.  SYMMS.  Mr.  President,  I  would 
just  like  to  say  that  it  is  the  wish  of 
the  managers  of  the  bill  that  we  could 
keep  the  debate  very  brief  on  this  sub- 
ject. It  is  most  important,  I  think,  that 
we  get  this  highway  legislation 
through. 

The  majority  leader  has  been  most 
patient,  but  his  patience  is  running 
thin.  We  need  to  get  this  bill  done 
very  soon,  and  I  mean  within  the  next 
30  minutes. 

So  I  hope  we  could  keep  our  remarks 
as  brief  as  possible,  say  what  we  have 
to  say,  vote  on  this  amendment,  and 
then  vote  on  final  passage  of  the  bill. 

I  yield  the  floor. 


UMI 
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Mr.  PELL.  Mr.  President,  I  oppose 
this  amendment. 

To  date,  19  States,  including  my 
home  State  of  Rhode  Island,  and  81 
cities  and  counties  have  enacted  laws 
or  other  binding  antiapartheid  meas- 
ures restricting  public  funds,  invest- 
ments, and/or  procurement  and  con- 
tracting practices. 

These  measures  reflect  the  strength 
and  commitment  of  the  grass  roots  an- 
tiapartheid movement  in  the  United 
States— a  movement  that  has  played 
an  important  role  in  focusing  atten- 
tion on  the  immorality  of  apartheid 
and  the  failure  of  the  administration's 
constructive  engagement  policy. 

In  my  view,  these  and  other  anti- 
apartheid  measures  that  may  be 
adopted  in  the  future  by  State  and 
local  governments  should  stand. 

In  voting  for  the  South  Africa  bill  in 
August,  it  was  not  my  intention  to  pre- 
empt State  and  local  antiapartheid 
laws.  In  my  view,  there  is  no  language 
in  the  bill  that  constitutes  preemption. 

When  the  distinguished  chairman  of 
the  Foreign  Relations  Committee 
raised  the  preemption  issue  during 
Senate  consideration  of  the  South 
Africa  bill,  I  made  the  point  that  it  is  a 
State's  privilege  to  invest  any  way  it 
wishes  and  that  that  is  not  a  foreign 
policy  matter. 

The  preemption  issue  was  never  dis- 
cussed during  the  Foreign  Relations 
Committee's  deliberations  on  the 
South  Africa  bill  and  was  only  briefly 
touched  upon  during  debate  on  the 
floor. 

The  House,  on  the  other  hand,  has 
spoken  clearly  on  this  issue.  In  passing 
the  Senate's  bill  on  South  Africa,  the 
House  adopted  a  resolution  clarifying 
its  intent  not  to  restrict,  nullify  or 
affect  the  authority  of  State  and  local 
governments  to  enact  antiapartheid 
measures. 

I  believe  that  section  105(b)  of  the 
bill  before  us  is  fair,  in  that  States  and 
local  governments  would  bear  the 
excess  financial  costs  of  enforcing 
their  antiapartheid  laws,  and  conso- 
nant with  the  view  that  the  South 
Africa  bill  recently  passed  by  Congress 
does  not  preempt  State  and  local  an- 
tiapartheid measures. 

I  urge  my  colleagues  to  oppose  the 
amendment. 

I  yield  the  floor. 

Mr.  D'AMATO.  Mr.  President,  I  do 
not  wish  to  prolong  this  but  I  could 
not  help  but  concur  with  my  distin- 
guished colleague,  the  senior  Senator 
from  Rhode  Island,  when  he  indicates 
that  this  is  not  an  abdication  of  the  re- 
sponsibility of  the  Federal  Govern- 
ment to  make  its  policies.  There  is 
nothing  that  really  should  preclude  a 
local  community  if  it  is  willing  to  pay 
for  any  additional  costs  that  are  in- 
curred as  a  result  of  its  local  initiative. 

Let  me  simply  refer  to  the  clear 
intent  of  the  House  of  Representatives 
on  this  specific  issue  upon  passage  of 


the  Comprehensive  Antiapartheid  Act 
of  1986.  The  House  also  passed  a  reso- 
lution. House  Resolution  548,  with  re- 
spect to  that  bill  in  which  they  stated: 
Resolved.  That  in  passing  the  bill,  H.R. 
4868,  as  amended  by  the  Senate,  it  is  not  the 
intent  of  the  House  of  Representatives  that 
the  bill  limit,  preempt,  or  affect,  in  any 
fashion,  the  authority  of  any  State  or  local 
government  or  the  District  of  Columbia  or 
of  any  Commonwealth,  territory,  or  posses- 
sion of  the  United  States  or  political  subdi- 
vision thereof  to  restrict  or  otherwise  regu- 
late any  financial  or  commercial  activity  re- 
specting South  Africa. 

So  the  House  clearly  went  on  record 
as  indicating  that  it  was  not  attempt- 
ing to  preempt  States  and  cities  from 
doing  exactly  what  this  provision 
would  allow  them  to  do. 

I  yield  the  floor. 

Mr.  SYMMS.  Mr.  President.  I  ask 
for  the  yeas  and  nays  on  the  amend- 
ment. 

The  PRESIDING  OFFICER  (Mr. 
Denton).  Is  there  a  sufficient  second? 

There  is  a  sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend- 
ment of  the  Senator  from  New  York. 

On  this  question  the  yeas  and  nays 
were  ordered  and  the  clerk  will  call 
the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  and 
the  Senator  from  Arizona  [Mr.  Gold- 
water]  are  necessarily  absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Ohio  [Mr.  Metz- 
enbaum]  is  absent  because  of  illness  in 
the  family. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber desiring  to  vote? 

The  result  was  announced— yeas  65, 
nays  32,  as  follows: 

[Rollcall  Vote  No.  287  Leg;] 


Melcher 

Proxmire 

Sarbanes 

Mitchell 

Pryor 

Simon 

Moynihan 
Pell 

Riegle 
Rockefeller 

Specter 

YEAS-65 

Abdnor 

Gramm 

Murkowski 

Andrews 

Grassley 

Nickles 

Armstrong 

Hatch 

Nunn 

Baucus 

Hatfield 

Packwood 

Bentsen 

Hawkins 

Pressler 

Bingaman 

Hecht 

Quayle 

Boren 

Heflin 

Roth 

Boschwitz 

Heinz 

Rudman 

Broyhill 

Helms 

Sasser 

Bumpers 

Humphrey 

Simpson 

Burdick 

Inouye 

Stafford 

Chiles 

Johnston 

Stennis 

Cochran 

Kassebaum 

Stevens 

Danforth 

Hasten 

Symms 

Denton 

Laxalt 

Thurmond 

Dole 

Long 

Trible 

Domenici 

Lugar 

Wallop 

Durenberger 

Mathlas 

Wamer= 

Evans 

Matsunaga 

Weicker 

Exon 

Mattingly 

Wilson 

Ford 

McClure 

Zorinsky 

Gorton 

McConnell 
NAYS-32 

Biden 

DeConcini 

flart 

Bradley 

Dixon 

Hollings 

Byrd 

Dodd 

Kennedy 

Chafee 

Eagleton 

Kerry 

Cohen 

Glenn 

Lautenberg 

Cranston 

Gore 

Leahy 

D'Amato 

Harkin 

Levin 

NOT  VOTING-3 
Gam  Goldwater  Metzenbaum 

So  the  amendment  (No.  2895)  was 
agreed  to. 

D  1330 

Mr.  SYMMS.  I  move  to  reconsider 
the  vote  by  which  the  amendment  was 
agreed  to. 

Mr.  STAFFORD.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  MOYNIHAN.  Mr.  President,  we 
have  had  a  very  clear  expression  of 
the  Senate's  will,  with  one-third  of  the 
Chamber  recorded  in  opposition  to  the 
amendment  to  strike  our  antiapart- 
heid provision.  As  for  those  who  sup- 
ported the  amendment,  that  is  the 
way  we  make  decisions  in  this  body.  I 
wish  to  state  for  the  record  that  the 
House  bill  has  an  essentially  identical 
provision.  I  express  the  hope  that  the 
House  might  prevail  in  the  conference, 
the  committee  having  been  strongly  of 
this  view.  That,  too,  will  be  deter- 
mined. 

I  appreciate  the  courtesy  of  Senator 
Syhms  and  Senator  Burdick  in  this 
entire  matter.  I  am  sure  I  speak  for 
Mr.  D'Amato  sis  well. 

Mr.  STAFFORD.  In  a  decisive  vote 
on  July  23,  the  Senate  Envirormient 
and  Public  Works  Committee  ap- 
proved section  117  of  S.  2405  which 
provides  an  equitable  and  meaningful 
solution  to  a  law  that  has  become  un- 
workable and  ineffective. 

The  Highway  Beautification  Pro- 
gram is  the  only  area  of  Federal  law 
that  I  know  of  where  the  industry 
which  is  supposed  to  be  regulated  by 
the  law  is  the  only  group  which  sup- 
ports the  law  and  has  vehemently  op- 
posed any  changes  to  the  law  or  its 
repeal.  I  think  that  only  proves  how 
convoluted  the  Highway  Beautifica- 
tion Act  has  become  since  its  passage 
in  1965. 

Section  117  of  S.  2405  will  balance 
the  information  needs  of  the  traveling 
public  with  the  desire  for  natural 
scenic  beauty  along  our  Nation's  high- 
ways. Most  importantly,  it  will  finally 
return  to  the  States  their  constitution- 
al right  to  regulate  existing  billboards 
under  their  land  use  laws,  and  end  the 
preferential  treatment  billboards  have 
been  receiving. 

The  most  devastating  blow  came  in 
1978  when  the  billboard  industry  was 
able  to  convince  Congress  to  give  bill- 
boards preferential  treatment  by  re- 
quiring States  to  pay  cash  for  the  re-' 
moval  of  all  nonconforming  billboards 
whether  or  not  they  were  taken  down 
pursuant  to  the  Highway  Beautifica- 
tion Act.  If  States  did  not  pay  cash. 
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they  would  lose  10  percent  of  their 
Federal-aid  highway  money. 

States  and  localities  have  always  reg- 
ulated and  removed  billboards,  and 
other  nonconforming  uses,  through 
land  use  laws  derived  from  their  con- 
stitutional police  power.  This  author- 
ity has  been  repeatedly  upheld  by  Fed- 
eral and  State  courts.  Courts  have  re- 
jected the  view  that  the  Constitution 
mandates  payment  of  cash  compensa- 
tion to  property  owners  on  the  remov- 
al of  billboards  in  Markham  Advertis- 
ing Co.  versus  Washington:  National 
Advertising  Co.  versus  City  of  Ash- 
land, OR;  and  Modjeska  Sign  Studios 
Inc.  versus  Berle  as  just  several  exam- 
ples. 

Under  the  Constitution.  States  and 
localities  have  the  authority  to  pro- 
vide amortization  in  removing  noncon- 
forming signs  in  lieu  of  cash  compen- 
sation. Courts  have  consistently  reject- 
ed constitutional  challenges  by  the 
billboard  industry  to  amortization.  Ex- 
amples of  cases  include  Lamar  Adver- 
tising Associates  of  East  Florida.  Ltd. 
versus  City  of  Daytona  Beach:  Accord, 
Fischer  Buick,  Inc.  versus  City  of  Fay- 
etteville:  Major  Media  of  Southeast, 
Inc.  versus  City  of  Raleigh. 

Most  nonconforming  billboards  were 
identified  soon  after  the  1965  act  was 
passed  or  at  the  latest  in  the  early 
1970's.  These  nonconforming  bill- 
boards have  enjoyed  between  10  and 
15  years  of  income,  profits,  and  tax 
benefits  and  now  we  are  supposed  to 
give  them  even  more.  No  other  non- 
conforming uses  that  I  know  of  have 
been  given  such  generous  treatment. 

Billboards  have  no  constitutional 
right  to  cash  compensation  as  opposed 
to  amortization.  The  billboard  indus- 
try is  one  of  the  healthiest  industries 
in  the  country  and  needs  no  special 
protection  as  evidenced  by  an  article 
in  the  June  1983  issue  of  People  & 
Taxes.  In  1982,  a  time  of  recession  for 
the  rest  of  the  country,  Bear,  Steams 
&  Co.,  put  together  a  tax  shelter  using 
Metromedia's  45,000  billboards  which 
Metromedia  was  willing  to  sell  for 
$485  million.  Metromedia  would  con- 
tinue to  manage  the  business  side  of 
the  project  and  after  5  years  buy  the 
billboards  back.  In  1982,  Bear,  Steams 
was  projecting  a  43-percent  after-tax 
return  on  investment.  Most  of  these 
billboards  were  not  giving  travelers 
any  information  at  all.  Forty-one  per- 
cent of  them  advertised  cigarettes  and 
21-percent  promoted  alcohol. 

When  Congress  required  the  States 
to  pay  cash.  Congress  also  promised  to 
provide  Federal  funds  to  pay  cash  and 
remove  nonconforming  billboards. 
Congress  has  not  lived  up  to  its  prom- 
ise and  has  not  provided  the  money. 
With  record  budget  deficits  and  severe 
cuts  in  all  Federal  programs  now  and 
in  the  foreseeable  future.  Congress 
will  not  provide  any  funds  to  take 
down  billboards.  We  have  tied  the 
States  hands  entirely  which  is  precise- 


ly what  the  billboard  industry  wants. 
The  General  Accounting  Office  esti- 
mates that  the  requirement  for  cash 
compensation  will  cost  taxpayers 
nearly  $1  billion  to  pay  for  just  the 
nonconforming  billboards. 

Not  only  are  the  States  hands  tied  in 
removing  nonconforming  billboards, 
new  billboards  are  going  up  at  an  ever 
increasing  rate.  According  to  the  Gen- 
eral Accounting  Office,  in  fiscal  year 
1983,  2,235  nonconforming  billboards 
were  removed  while  13,522  new  bill- 
boards were  erected. 

Section  117  of  S.  2405  puts  the  Bill- 
board Control  Program  back  in  the 
hands  of  the  States  where  it  belongs. 
It  would  permit  the  States  to  choose 
to  remove  signs  through  amortization, 
or  to  require  cash  compensation  for 
the  removal  of  billboards,  or  the  State 
could  choose  to  do  nothing  and  leave 
the  existing  nonconforming  billboards 
stand.  If  States  and  localities  want  to 
live  with  the  blight  of  billboards,  that 
should  be  their  choice.  But  it  should 
not  be  something  forced  on  them  by 
the  Federal  Government. 

There  is  ample  evidence  that  bill- 
boards are  bad  for  economic  develop- 
ment and  the  tourism  industry  all  of 
which  is  related  to  jobs.  A  recent  poll 
conducted  by  the  Presidents  Commis- 
sion on  American  Outdoors  found  that 
"Natural  beauty  is  the  most  important 
criterion  for  men  and  women  in  select- 
ing a  place  to  visit."  Four  of  the  most 
tourist  dependent  States  in  the  coun- 
try, Alaska,  Hawaii,  Maine,  an  Ver- 
mont, have  all  totally  banned  bill- 
boards. 

American  communities  which  have 
banned  or  strictly  regulated  billboards 
have  all  benefitted  economically.  Ex- 
amples of  such  communities  are 
Scottsdale,  AZ;  Sante  Fe,  NM:  Boul- 
der, CO:  Montgomery  County,  MD: 
Fairfax  County,  VA;  Chapel  Hill,  NC: 
Boca  Raton,  FL:  Marin  County,  CA: 
and  Honolulu,  HI. 

The  three  American  cities  voted 
most  conducive  to  business,  best  to 
retire  to,  and  most  attractive  for  their 
size— San  Diego,  Seattle,  and  Port- 
land—have all  banned  billboards. 

Most  of  America's  premier  vacation 
resorts  ban  billboards,  including  Palm 
Springs:  Lake  Tahoe:  Carmel,  CA: 
Santa  Fe,  NM:  Socttsdale,  AZ:  Hilton 
Head  Island,  SC:  Williamsburg,  VA: 
Boca  Raton,  PL:  and  Martha's  Vine- 
yard, MA. 

The  billboard  industry  maintains 
that  billboards  are  necessary  to  pro- 
vide information  to  travelers.  Yet  ac- 
cording to  Advertising  Age,  product 
advertising,  which  is  largely  cigarettes 
and  alcohol,  accounts  for  the  majority 
of  all  billboard  revenues.  For  those 
businesses  that  do  provide  information 
to  the  traveling  public,  there  are  effec- 
tive and  attractive  alternatives  to  bill- 
boards including  logo  signs,  on- 
premise  signs,  information  at  rest 
areas  and  tourist  information  centers 


and  uniform  State  business  identifica- 
tion signs. 

Communities  all  over  the  country 
are  demanding  the  return  of  their  con- 
stitutional right  to  regulate  billboards 
and  to  regain  control  of  their  environ- 
ment. 

I  ask  unanimous  consent  that  infor- 
mation from  the  Coalition  on  Scenic 
Beauty  on  public  attitudes  toward  bill- 
boards be  included  at  this  point  in  the 
Record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Public  Attitudes  Re  Billboards 

Memo  to  Charlie  Floyd,  President  of  the 
Coalition. 

The  allegation  is  frequently  made  that 
there  are  no  studies  which  indicate  that  the 
average  person  likes  or  does  not  like  bill- 
boards. In  this  connection  I  have  kept  files 
on  this  matter  over  a  period  of  years,  and 
would  like  to  submit  the  following  for  the 
Coalition's  records. 

On  18  July  1979  I  testified  before  the  U.S. 
Senate's  Committee  on  Environment  and 
Public  Works  re  S.  344.  a  bill  by  Senator 
Stafford  to  modify  the  Highway  Beautifica- 
tion  Act  of  1965  on  the  ground  that  the  Act, 
as  later  modified,  was  not  accomplishing  its 
stated  purpose. 

At  the  conclusion  of  my  testimony  I  sub- 
mitted an  "Addendum  to  Testimony  of  Yale 
Maxon,  re  S.  344,  Public  Attitudes  Re  Bill- 
boards, Documentation  from  fourteen 
polls." 

This  addendum  is  contained  on  pages 
289—291  inclusive  of  Hearings  Before  the 
Subcommittee  on  transportation  of  the 
Committee  on  Public  Works,  U.S.  Senate, 
96th  Congress,  First  Session  on  S.  344.  A 
Bill  to  Amend  Section  131.  Title  23,  United 
States  Code.  Serial  No.  96-H25.  See  follow- 
ing sheets  for  the  content  of  these  data. 

Summarizing  the  above  data,  it  can  be 
said  that  of  the  13  polls  that  gave  respond- 
ents a  choice  of  indicating  a  pro-billboard  or 
anti-billtx>ard  attitude,  the  percentages  of 
anti-billboard  attitudes  were  as  follows: 
61%:  65%:  66%:  69%:  69%:  71%:  76%:  76%; 
79%;  79%;  82%;  82%:  and  95%. 

[Addendum  To  Testimony  of  Yale  Maxon  re 
S.  344] 

Public  Attitudes  Re  Billboards: 
Documentation  F^om  Fourteen  Polls 
"It  would  appear  that  wherever  billboards 
continue  to  exist,  they  do  so  despite  the 
contrary  force  of  public  opinion."  This  com- 
ment accompanies  a  1977  study  by  the  Cali- 
fornia Roadside  Council  from  which  the  fol- 
lowing data  have  been  abstracted.  The  data 
indicate  that  whether  tested  at  the  nation- 
al, state,  or  local  level,  public  sentiment  is 
opposed  to  the  visual  pollution  of  the  envi- 
ronment caused  by  the  presence  of  bill- 
boards. 

Public  Attitudes  Re  Billboards; 
Documentation  From  14  Polls 

Title  or  description,  area,  year,  and  find- 
ing: 

Poll  No.  1:  Maryland  State  Auto  Club: 
Maryland,  1957—25,000  questionnaires  were 
sent  out  to  motorists  and  AAA  members 
asking  whether  recipients  would  favor  or 
oppose  a  ban  on  billboards  within  1000'  of 
all  controlled  access  freeways  in  the  state. 
95%  favored  the  total  ban. 
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Poll  No.  2:  Trendex  Nationwide  News  Poll: 
U.S.A.,  1957— Respondents  were  asked 
whether  they  favored  or  opposed  strict  limi- 
tation of  outdoor  advertising  along  major 
state  highways.  65%  favored  strict  limita- 
tion. 

Poll  No.  3:  University  of  Akron:  1-90  be- 
tween Cleveland  and  Erie,  Pa.,  1967—2051 
motorists  were  asked  "Should  any  commer- 
cial advertising  billboards  be  allowed  at  all 
on  90?"  71%  said  none  should  be  allowed. 

Polls  Nos.  4,  5,  and  6:  San  Diego,  1971— 
Three  groups  of  students  of  Professor  Jack 
Haberstroh.  Professor  of  Advertising  at  San 
Diego  State  University,  contacted  San  Diego 
residents  with  the  following  question:  "The 
City  Council  of  San  Diego  early  next  year 
will  consider  an  ordinance  which  would  ban 
all  billboards  except  those  used  for  the  pur- 
pose of  identification  of  the  property,  or  ad- 
vertising goods  and  services  available  on 
that  property.  Are  you  in  favor  or  not  in 
favor  of  such  an  ordinance. 

Poll  No.  4:  Mailed  Random  Survey  of  195 
S.D.  residents:  San  Diego,  1971— In  answer 
to  the  above  question,  82?c  favored  the  ordi- 
nance. 

Poll  No.  5:  Personal  Contact  of  200  indi- 
viduals at  busy  traffic  locations:  San  Diego. 
1971— In  answer  to  tht-  above  question,  76'^c 
favored  the  ordinance. 

Poll  No.  6:  Random  phone  survey  of  200: 
San  Diego.  1971— In  answer  to  the  above 
question.  66'"f.  favored  ihe  ordinance. 

Poll  No;  7:  State  Planning  Office:  Maini'. 
1973— Iti  response  to  the  question  "Should 
the  Slate  pass  legi.slaiion  to  ban  billboards 
on  Stale  Highways?"  61'^r  said  "yes". 

Poll  No.  8:  Opinion  Research  of  Califor- 
nia: Long  Beach.  1974— In  the  course  of  in- 
home  interviews  on  "Ciiizen  Altitudes 
Toward  Future  Development"  with  602  per- 
sons statistically  representative  of  the  city's 
population  as  a  whole.  "Provide  more  strin- 
gent regulations  of  commercial  signs  and 
billboards"  rated  in  desirability  above  each 
of  the  following:  "Create  more  parks  .  .  ." 
Expand  program  of  Inndscaplni?  roadways 
und  center  strips."  "Restrict  si  rip  commer- 
cial zoning." 

Poll  No.  9:  City  Planning  Commission:  San 
Gabriel,  1976— Survey  questionnaire  was 
sent  out  to  1104  businesses.  Of  the  165  who 
responded,  79Tc  said  billboards  should  not 
be  permitted  in  San  Gabriel. 

Polls  Nos.  10.  11.  and  12:  San  Diego.  1976- 
Pour-year  follow-up  of  Polls  4.  f>  and  6  by 
graduate  student  of  Professor  Jack  Haber- 
stroh of  San  Diego  Slate  University  (sec- 
above).  All  respondents  were  asked  the  fol- 
lowing question:  "In  1972  the  City  Council 
of  San  Diego  passed  an  ordinance  banning 
all  billboards  except  those  u.sed  for  the  pur- 
poses of  identification  of  properly,  or  adver- 
tising good.-^  or  services  available  on  that 
property.  This  ordinance  has  been  under 
appeal  and  in  the  courts  for  the  la^t  four 
years.  Are  you  in  favor  or  not  in  favor  of 
seeing  this  ordinance  enforced?" 

Poll  No.  10:  Mailed  Random  Survey  of  188 
San  Diego  residents:  San  Diego.  1976— 76':c 
favored  enforcement  of  San  Diego's  total 
ban  on  commercial  off-site  billboards. 

Poll  No.  11:  Personal  Contact  with  200 
San  Diego  residents  at  bu.sy  traffic  loca- 
tions: San  Diego.  1976-82';^  favored  en- 
forcement of  San  DietJo's  total  ban  on  off- 
site  commercial  billboards. 

Poll  No.  12:  Random  phone  contacts  with 
200  San  Diego  residents:  San  Diego.  1976— 
79.5%  favored  enforcement  of  San  Diego's 
total  ban  on  off-site  commercial  billboards. 

Poll  No.  13:  City  Staff  Survey:  Visalia. 
1977— City  staff  interviewed  by  telephone 


896  households  regarding  the  city's  signs. 
69%  answered  that  the  city  would  be  more 
attractive  if  it  had  more  stringent  regula- 
tions on  commercial  signs. 

Poll  No.  14:  Random  Telephone  Survey  of 
42  S.F.  residents:  San  Francisco,  1977— 
Graduate  students  of  the  Urban  Studies 
Program  at  Antioch  College/West,  under 
the  direction  of  Professor  Irwin  Mussen, 
sought  citizen  reaction  to  a  proposal  of  the 
City  Planning  Department  to  eliminate  bill- 
boards throughout  the  city.  69%  favored  the 
purposed  ordinance. 

Who  Likes  Billboards? 

<1)  On  November  5,  1985,  voters  in 
Tucson.  Arizona,  voted  to  ban  the  constuc- 
tion  of  all  new  billboards  in  Tucson. 

(2)  On  November  6,  1984,  voters  in  Beau- 
fort County,  South  Carolina,  voted  over- 
whelmingly to  abolish  all  billboards  in 
Beaufort  County. 

(3 J  A  1984  public  opinion  poll  conducted 
by  Nicolet  Research  Corporation  of  Green 
Bay.  Wisconsin,  indicated  that  a  large  ma- 
jority of  Wisconsin  residents  oppose  bill- 
boards. 

(4)  Houston  Mayor  Kathy  Whitmire  was 
elected  after  pledging  to  clean  up  bHlboard 
blight  in  Houston.  Six  months  later  the 
Houston  City  Council  banned  the  construc- 
tion of  new  billboards  and  enacted  its  first 
comprehensive  sign  ordinance. 

(5)  In  March  1983.  the  major  and  city 
council  of  Little  Rock.  Arkansas,  unani- 
mously voted  to  ban  new  billboards  in  that 
ciiy. 

i6)  In  January  1984.  the  mayor  and  city 
council  of  Austin.  Texas,  voted  unanimously 
to  ban  all  new  billboards. 

(7)  In  March  1984,  the  mayor  and  city 
council  "f  Ft.  Worth  banned  all  new  off- 
premi.se  signs. 

i8)  Since  1980.  over  60  percent  of  .<iubur- 
ban  cities  in  the  Houston/Galveston  Metro 
area  have  followed  Houston's  lead  and  voted 
to  prohibit  construction  of  new  billboards. 
This  includes  blue-collar  communities  like 
Pasadena.  Texas. 

(9)  Almost  every  major  American  newspa- 
per (from  most  liberal  to  most  conservative) 
has  edilorialized  against  billboards.  For  ex 
ample; 

( 10>  The  Los  Angles  Times  calls  billboards 
"Highway  Eye  Pollution." 

(Ill  The  Baltimore  Sun  calls  billboards  a 
"Blight  on  the  Nation" 

(121  The  Atlanta  Constitution  calls  them  a 
"Spreading  Pox  on  the  Urban  Landscape." 

(13)  Readers  Digest  calls  billboards 
"Amenca'.s  Most  Persistent  Parasite." 

(14)  Columnist  WiUiain  Buckley  calls  bill- 
boards Acts  of  Aggression  Against  the 
American  Landscape." 

dot  Advertising  Executive  David  Ogilvy 
calls  billboards  "hideous." 

What's  Wrong  With  Billboards 

(1)  Billboards  are  a  form  of  pollution 
which  scar  the  fac  of  America.  For  exam- 
ple, columnist  William  Buckley  calls  them 
"acts  of  aggression  agaiast  the  American 
land.scape. " 

(2)  Billboards  erode  the  quality  of  life  in 
America.  They  pollute  our  landscape,  de- 
stroy our  historic,  cultural,  and  natural  di- 
versity, and  undermine  America's  heritage 
and  sense  of  place. 

(3)  Billboards  are  bad  for  business.  Busi- 
ness, industry,  and  new  residents  are  all  at- 
tracted or  repelled  by  a  community's  ap- 
pearance. An  attractive  community  gener- 
ates business  and  attracts  homeowners. 
Without  exception,  every  American  commu- 
nity which   has  banned  or  regulated  bill- 


boards has  benefited  economically.  Just 
look  at  Scottsdale,  Arizona,  Sante  Fe,  N.M. 
or  Boulder.  Colorado  to  see  that  this  is  true. 

(4)  Billboards  are  unnecessary.  Most  bill- 
boards advertise  cigarettes,  liquor,  and 
other  products  which  have  nothing  to  do 
with  roadside  businesses.  Six  states,  hun- 
dreds of  cities,  even  entire  countries  have 
eliminated  billboards.  All  have  benefited. 

<5)  There  are  alternatives  to  billboards 
which  provide  the  same  information  to  mo- 
torists without  destroying  our  ti  irironment 
and  at  less  cost  to  roadside  busihtsses. 

(6)  Billboards  are  a  form  of  blight  which 
invariably  lower  property  values,  waste 
energy,  and  discourage  tourism.  Tourists 
seek  unspoiled  countryside  and  unobliterat- 
ed  architecture  not  endless  clutter. 

(7)  Billboards  violate  our  constitutional 
right  to  privacy.  Unlike  other  forms  of  ad- 
vertising which  can  be  eliminated  at  the  flip 
of  a  switch  or  the  turn  of  a  page  there  is  no 
possible  way  to  turn  off  a  billboard. 

(8)  Billboards  cause  traffic  accidenis.  Re- 
search and  common  sense  tell  us  that  bill- 
boards are  designed  to  distract  motorists'  at- 
tention. Highways  cluttered  with  billboards 
have  more  accidents  than  those  that  don't. 

(9)  If  every  billboard  in  America  disap- 
peared tomorrow  no  one  wouli  miss  them. 
Maine,  Vermont.  Hawaii,  Alaska  and  hun- 
dreds of  American  cities  have  eliminated 
biliboard.s.  All  have  benefited.  Billboard 
controls  will  help  business.  Indeed,  the 
Chamber  of  Commerce  in  Houston.  Texas 
has  made  cleaning  up  billboard  pollution 
one  of  tht ::  top  prioriiies. 

(10)  E'  en  if  we  accept  billboards  as  a  le- 
gitimate- 'arm  of  business  there  is  absolutely 
no  rea.=':  ii  why  we  £an'l  pass  regulations  to 
control  the  size,  height,  placement,  and 
number  of  outdoor  ads.  Presently,  billboards 
are  too  biiz,  too  tall,  loo  many,  and  in  all  the 
w-rong  places. 

Sign  Control  Is  Good  for  Business 
<1)  To  a  great  degree,  business,  industry, 
and  new  residents  are  attracted  or  repelled 
by  a  community's  appearance.  In  other 
words,  whp.t  it  looks  like.  An  attractive  com- 
munity generates  business  and  attracts 
homeowners.  An  attractive  community  is 
also  a  healthy  community.  It  fosters  a  sense 
of  community  pride,  a  sense  of  caring,  and  a 
sense  of  plice. 

(2)  Without  exception,  communities  that 
have  enacted  sign  control  ordinances  have 
benefitted  economically.  .For  example. 
Montgomery  County.  Maryland:  Fairfax 
County.  Virginia;  Boulder.  Colorado:  Chapel 
Hill.  North  Carolina;  Boca  Raton.  Florida; 
Marin  County.  California;  and  Honolulu. 
Hawaii  all  have  three  things  in  common: 
strict  sign  controls,  healthy  economies,  and 
national  images  as  good  places  to  live,  work. 
and  do  business. 

(3)  The  Joint  Economic  Committee  of  the 
United  Slates  Congress  reports  that  a  city's 
quality  of  life  is  more  important  than 
purely  business-related  factors  when  it 
comes  to  attracting  new  businesses,  particu- 
larly in  the  rapidly  growing  high-tech  and 
service  industries. 

(4)  The  three  American  cities  voted  most 
conductive  to  business,  best  to  retire  to.  and 
most  attractive  for  their  size— San  Diego, 
Seattle,  and  Portland— have  all  banned  new 
billboards  and  enacted  tough  on-premise 
sign  controls. 

(5)  Sign  control  is  even  more  important 
when  it  comes  to  communities  that  depend 
on  tourism.  As  tourists,  Americans  collec- 
tively spend  millions  of  dollars  seeking  un- 
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spoiled  countryside  and  unobliterated  archi- 
tecture. Yet  nothing  destroys  the  unique 
character  of  a  place  faster  than  uncon- 
trolled signs  and  billboards.  The  more  a 
community  does  to  enhance  its  unique  set  of 
natural,  historic,  and  architectural  assets 
the  more  tourists  it  will  attract.  On  the 
other  hand  the  more  one  place  comes  to 
look  like  everyplace  else,  the  less  reason 
there  is  to  visit. 

(6)  Almost  all  of  America's  premier  vaca- 
tion resorts  ban  billboards.  For  example. 
Palm  Springs,  Lake  Tahoe,  and  Carmel, 
California:  Sante  Pe,  New  Mexico,  Scotts- 
dale,  Arizona,  Hilton  Head  Island  South 
Carolina:  Williamsburg,  Virginia:  Boca 
Raton.  Florida:  and  Martha's  Vineyard, 
Massachusetts  have  all  recognized  that  sign 
control  helps  attract  tourists'  dollars  and 
aids  the  local  economy. 

(7)  Chaotic  overabundance  of  billboards 
almost  invariably  accomplishes  an  area's  de- 
terioration and  lowers  property  values. 

(8)  Indeed,  the  copy  cat  competition  to  see 
who  can  build  the  biggest,  tallest,  and  most 
distracting  signs  always  backfires.  Like 
screaming  children  in  a  crowded  classroom, 
the  more  everyone  shouts  the  less  you  can 
hear.  Sign  cutter  works  the  same  way.  It 
means  the  viewer  sees  less,  not  more. 

(9)  When  a  community  passes  regulations 
that  effectively  limit  the  size  and  number  of 
signs,  the  viewer  actually  sees  more.  As  a 
result  businesses  do  a  more  effective  selling 
job  at  lower  cost.  Elimination  of  clutter  also 
Increases  motorist  safety,  and  reduces  the 
visual  assault  on  our  senses. 

(10)  You  need  only  look  about  you  to  see 
that  every  step  taken  to  improve  a  commu- 
nity's livability  includes  without  question 
good  sign  control.  You  always  find  it  in 
modem  shopping  malls,  revitalized  business 
districts,  and  top  grade  industrial  parks. 

Mr.  LEAHY.  Mr.  President,  I  rise 
today  to  support  the  highway  bill  re- 
ported by  the  Senate  Environment 
and  Public  Works  Committee,  and  to 
congratulate  my  good  friend,  the 
senior  Senator  from  Vermont,  Mr. 
Stafford. 

Senator  Stafford  and  his  committee 
worked  long  and  hard  to  produce  a  bill 
to  make  sorely  needed  improvements 
and  repairs  in  our  Nations  highway 
system.  There  is  little  doubt  that 
much  work  must  be  done.  More  than 
1,100  bridges  in  my  State  of  Vermont, 
alone,  are  deficient.  Much  needed  im- 
provements are  necessary  on  our 
State's  roads,  including  Route  7,  in  the 
western  part  of  Vermont. 

Mr,  President,  the  Senate  highway 
bill  is  more  than  a  parochial  piece  of 
legislation.  It  authorizes  more  than 
$52  billion  in  highway  programs  to  im- 
prove the  flow  of  interstate  commerce 
and  to  make  our  Nation's  roads  safer 
for  the  traveling  public. 

The  Senate  highway  bill  achieves  all 
of  these  things  without  increasing  the 
Federal  gas  tax  or  adding  to  the  defi- 
cit. There  is  no  need  to  raise  the  gas 
tax  to  pay  for  better  highways,  be- 
cause the  Federal  highway  trust  is 
currently  rurming  a  $16  billion  sur- 
plus. 

My  support  for  Senator  Stafford's 
highway  bill  follows  my  vote  in  1982  to 
renew  our  investment  in  America's  in- 
frastructure. I  said  at  that  time  that 


our  Nation's  highways  and  bridges 
were  in  trouble,  and  I  voted  with  Sena- 
tor Stafford  to  increase  the  gas  tax  to 
pay  for  better  roads  and  bridges.  Both 
of  us  took  a  lot  of  heat  for  our  vote. 

But  my  vote  for  the  1982  highway 
bill  is  one  of  which  I  am  proud. 

Only  later  did  our  critics  realize  the 
deteriorating  condition  of  our  Nation's 
highways.  But  if  we  had  waited  to  im- 
prove our  highways  until  it  became 
popular,  or  until  some  tragedy 
shocked  us  into  action,  the  Nation's 
roads  would  have  deteriorated  even 
more.  The  cost  of  repairing  and  im- 
proving those  highways  would  have 
greatly  increased. 

The  current  Senate  highway  bill  is 
equally  farsighted.  But  we  must  not 
become  complacent.  All  of  us  will  look 
to  Senator  Stafford  in  the  future  to 
bring  legislation  before  the  Senate  to 
maintain  our  investment  in  the  Na- 
tion's highways. 

I  urge  the  Senate  to  adopt  the  high- 
way bill. 

Mr.  DOMENICI.  Mr.  President,  I 
would  like  to  take  a  few  moments  to 
address  the  provisions  contained  in 
this  bill  pertaining  to  the  disadvan- 
taged business  enterprise  program. 

The  committee  received  a  great 
amount  of  testimony  on  this  program; 
it  is  one  that  has  generated  a  great 
deal  of  controversy.  Some  have  argued 
for  its  elimination,  but  the  committee 
took  a  firm  stand  in  support  of  its  con- 
tinuation. There  was  a  recognition  by 
the  conmiittee,  however,  that  there 
have  been  serious  implementation 
problems  with  the  program. 

Therefore,  section  130  c  f  the  legisla- 
tion before  us  attempts  to  address 
some  of  these  problems.  Significant  re- 
forms include  the  following: 

Establishment  of  Federal  minimum 
uniform  certification  criteria  for 
States  to  use  in  certifying  whether  a 
concern  is  disadvantaged.  This  is  im- 
portant to  make  sure  nonminority  con- 
tractors know  who  are  qualified  DBE's 
certified  under  this  program. 

Requirement  that  States  expend  not 
less  that  5  percent  in  1988,  not  less 
than  7  percent  in  1989,  and  not  less 
than  10  percent  in  1990  of  the  overall 
DBE  goal  directly  with  DBE  firms. 
This  requirement  should  focus  the  at- 
tention of  State  goverrmients  on  in- 
creasing the  opportunities  for  DBE's 
to  be  prime  contractors. 

Changing  the  definition  of  a  DBE  to 
include  small  business  concerns  with 
annual  average  gross  receipts  less  than 
$10  million  and  to  include  women  as 
"socially  and  economically  disadvan- 
taged individuals";  and 

Allowing  up  to  10  percent  of  the 
costs  of  each  contract  incurred  by 
State  and  local  governments  and 
prime  contractors  in  assisting  DBE's 
to  be  used  to  meet  the  goal. 

Mr.  President,  these  provisions  are 
an  important  step  in  the  right  direc- 
tion, but  we  may  want  to  consider  fur- 


ther changes  at  a  later  date.  I  feel 
strongly  that  we  must  continue  our 
oversight  of  this  program  to  ensure 
that  it  is  being  implemented  properly. 

This  is  one  Senator  who  believes 
that  the  DBE  program  is  essential  in 
bringing  disadvantaged  businesses  into 
the  marketplace.  However,  without 
proper  implementation  the  provision 
will  not  help  anyone.  I  commend  the 
committee  for  its  efforts  in  this 
regard. 

Mr.  SPECTER.  Mr.  President,  at 
this  time  I  wish  to  raise  with  Senator 
Symms  the  matter  of  section  127  of  S. 
2405,  as  reported  by  the  Committee  on 
Environment  and  Public  Works,  which 
would  establish  a  $500,000  threshold 
of  application  for  "Buy  America"  re- 
quirements on  Federal  Aid  to  Highway 
and  Transit  Contracts.  Under  current 
law,  'Buy  America"  requires  that  100 
percent  of  all  steel  and  other  construc- 
tion materials  used  in  STAA  author- 
ized contracts  be  domestically  pro- 
duced. 

While  taking  large  strides  toward  re- 
habilitating our  Nation's  transporta- 
tion infrastructure,  S.  2405's  predeces- 
sor, the  Surface  Transportation  Assist- 
ance Act  of  1982,  also  gave  a  much 
needed  boost  to  the  suffering  steel  and 
construction  industries. 

The  U.S.  Department  of  Transporta- 
tion estimated  that  STAA  led  to  the 
creation  of  over  100,000  jobs  within 
the  first  year  of  its  enactment.  The 
Pennsylvania  Economy  League  calcu- 
lates that  for  every  $1  million  spent  on 
highway  construction,  a  total  of  104 
direct  and  indirect  jobs  are  produced. 
Because  of  STAA-funded  procure- 
ment, reportedly  over  2  million  more 
tons  of  steel  are  produced,  which  sup- 
ports over  6,000  new  jobs  in  the  vital 
steel  industry.  The  "Buy  America" 
provision  has  been  a  great  success. 

Mr.  SYMMS.  I  appreciate  the  Sena- 
tor's concern  about  this  important 
issue.  You  are  correct  in  stating  that 
section  127  exempts  projects  costing 
$500,000  or  less  from  domestic  content 
requirements.  It  was  the  committee's 
position,  however,  that  reestablish- 
ment  of  such  a  threshold  provision 
would  help  to  reduce  administrative 
burdens  and  facilitate  the  highway 
and  transit  procurements  of  grantees 
with  small  projects,  and  lower  the  cost 
of  the  highway  and  transit  programs. 

Mr.  SPECTER.  I  must  vigorously 
oppose  this  clause  which  would 
exempt  contracts,  under  $500,000  from 
being  subject  to  the  "Buy  America" 
provision.  This  is  plainly  an  attempt  to 
subvert  our  current  successful  "Buy 
America"  policy.  If  this  new  change 
had  been  in  effect  in  fiscal  year  1985, 
approximately  3,000  or  48  percent  of 
the  6,275  contracts  awarded  would 
have  been  exempt  from  "Buy  Amer- 
ica." Over  the  last  6  years,  almost  55 
percent    of   all   Federal-aid    highway 
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construction      contracts      were 
$500,000  or  less. 

In  addition  to  a  decrease  in  produc- 
tion by  our  important  steel  industry,  a 
drop  in  domestic  procurement  imposed 
by  the  $500,000  threshold  will  also 
translate  into  a  loss  of  tax  revenues  at 
a  time  when  we  are  trying  to  reduce 
deficits.  A  study  by  the  Congressional 
Research  Service  on  this  issue  reports 
that  for  every  $1,000  purchase  of  do- 
mestic materials  by  the  Federal  Gov- 
ernment, $464  are  eventually  recap- 
tured through  taxes  at  the  Federal, 
State,  and  local  levels.  If  the  $500,000 
threshold  were  to  become  law,  we 
could  lose  $1.6  billion  in  tax  revenues 
over  the  next  4  years  at  a  time  when 
we  especially  need  to  be  fiscally  tight. 

Mr,  SYMMS.  I  would  note  for  the 
Record  that  the  statistics  cited  from 
the  Congressional  Research  Service 
[CRS]  study  are  based  on  the  assump- 
tion that  without  "Buy  America"  re- 
quirements, all  steel  and  other  con- 
struction materials  used  in  Federal-aid 
highway  and  transit  contracts  would 
be  foreign-produced.  I  am  advised  that 
American-produced  materials  covered 
under  the  "Buy  America"  provision 
are  often  very  competitively  priced 
with  foreign-produced  materials  and 
the  CRS  study,  therefore,  may  have 
overstated  the  actual  impact  of  this 
"Buy  America"  threshold  on  American 
manufacturers.  However,  I  recognize 
the  Senator's  desire  to  ensure  that  the 
money  of  American  taxpayers  goes  to 
support  American  jobs  and  American 
industries,  and  will  work  to  protect 
these  concerns  in  conference.  The  Sen- 
ator's cooperation  will  further  our 
shared  interest  in  securing  passage  of 
this  highway  reauthorization  legisla- 
tion, without  which  State  highway 
construction  and  repair  programs 
would  be  frozen  to  a  halt. 

Mr.  SPECTER.  Mr.  President,  on 
the  basis  of  such  assurance  that  the 
chairman  of  the  Subcommittee  on 
Transportation  will  protect  my  con- 
cerns with  respect  to  the  "Buy  Amer- 
ica" statute,  I  withdraw  my  amend- 
ment from  further  consideration  and 
yield  the  floor. 

Mr.  HEFLIN.  Mr.  President,  the 
amendment  of  the  Highway  Beautifi- 
cation  Act  concerning  the  elimination 
of  just  compensation  for  the  removal 
of  billboards  is,  in  my  opinion,  unfair 
and  unnecessary.  Since  the  act's  pas- 
sage in  1965,  Congress  has  held  firm  in 
its  insistence  on  the  payment  of  just 
compensation  for  lawful  signs  removed 
by  Government  action.  The  Senate 
Committee  on  Public  Works,  predeces- 
sor of  our  present  Committee  on  Envi- 
ronment and  Public  Works,  unani- 
mously elected  to  pay  just  compensa- 
tion for  signs  and  billboards  when 
they  considered  and  reported  the  bill 
in  1965. 

Just  compensation  is  fair,  and  it  is 
totally  consistent  with  all  other  provi- 
sions of  the  Federal-Aid  Highway  Pro- 


gram that  result  in  the  acquisition  of 
personal  and  real  property. 

I  believe  Congress  should  do  what  is 
fair,  and  continue  the  compensation 
requirement  as  contained  in  the  House 
bill. 

Mr.  CRANSTON.  Mr.  President,  I 
want  to  commend  the  leadership  of 
the  Senate  Environment  and  Public 
Works  Committee  for  their  diligence 
in  bringing  to  the  Senate  a  multiyear 
highway  reauthorization  bill.  Reau- 
thorization of  Federal  Highway  Pro- 
grams is  vitally  important  to  the  grow- 
ing transportation  needs  of  California 
and  the  Nation.  The  timely  mainte- 
nance and  expansion  of  our  highway 
system,  made  possible  by  sound  plan- 
ning, is  critical  to  California's  contin- 
ued economic  growth.  Such  planning 
is  possible  only  with  a  multiyear  Fed- 
eral authorization  of  highway  pro- 
grams. 

I  support  prompt  Senate  approval  of 
the  multiyear  reauthorization  of  high- 
way programs  in  S.  2405.  At  the  same 
time,  I  support  the  California  highway 
demonstration  projects  included  in 
H.R.  3129,  the  House  counterpart  to 
the  Senate  highway  bill.  These  are 
projects  of  merit,  important  to  com- 
munities throughout  California.  They 
respond  to  specific  local  transporta- 
tion needs  urmiet  by  the  current  high- 
way program. 

I  am  aware  that  S.  2405  makes  possi- 
ble the  addition  of  demonstration 
projects,  to  be  paid  for  from  the 
State's  Federal  apportionment.  Addi- 
tional Federal  funds  are  not  author- 
ized under  the  Senate  bill,  as  they  are 
under  the  House  bill.  I  will  not  pro- 
pose to  include  these  projects  in  S. 
2405.  California  operates  under  a  5- 
year  State  Transportation  Improve- 
ment Program  [STIPl  that  commits 
its  highway  funds  to  specific  projects 
well  in  advance.  Including  new 
projects  in  the  Senate  bill  would  nec- 
essarily displace  others  to  which  the 
State  is  already  committed.  Nonethe- 
less, I  want  to  make  it  clear  to  the 
chairman  and  the  ranking  minority 
member  that  my  not  offering  an 
amendment  to  include  the  projects  in 
the  committee  bill  does  not  signal  any 
lack  of  support  for  the  California 
projects  set  forth  in  H.R.  3129. 
Rather,  it  simply  means  that  I  view  a 
conference  with  the  House  as  the  best 
place  fur  resolving  the  matter,  where 
the  relative  merits  of  the  Senate 
versus  House  funding  approach  for 
demonstration  projects  may  be  thor- 
oughly debated. 

I  want  to  make  my  support  for  these 
projects  clear  to  the  chairman  and 
ranking  minority  member.  I  would  like 
their  acknowledgment  of  my  support 
and  their  assurance  that  every  effort 
will  be  made  to  resolve  the  demonstra- 
tion project  funding  matter  in  confer- 
ence with  the  House. 

Mr.  STAFFORD.  I  can  assure  my 
distinguished  colleague  from  Califor- 


nia that  I  understand  he  is  supportive 
of  the  California  projects  in  H.R.  3139, 
and  that  the  Senate  will  be  diligent  in 
its  attempts  to  reach  a  compromise  in 
conference  with  the  House. 

Mr.  BENTSEN.  Mr.  President,  I  also 
wish  to  assure  the  Senator  from  Cali- 
fornia that  I  am  aware  of  his  support 
for  the  projects  and  that  I  will  assist 
the  chairman  in  achieving  an  equita- 
ble resolution  of  the  issue  in  confer- 
ence. 

Mr.  CRANSTON.  I  thank  the  distin- 
guished floor  managers. 

/UfENPMEMT  NO.  2893  ^ 

Mr.  GORTON.  Mr.  President,  I  ask 
unanimous  consent  that  in  the  en- 
grossment of  H.R.  3129,  the  highway 
bill,  the  enrolling  clerk  be  instructed 
to  insert  in  the  text  of  my  amend- 
ment, numbered  2893,  agreed  to  earli- 
er today,  the  words  "or  any  other" 
before  the  word  "act."  This  amend- 
ment is  necessary  to  correct  a  techni- 
cal drafting  error  and  has  been  agreed 
to  by  Senators  Symhs  and  Burdick. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Are  there  further  amendments?  The 
Senator  from  Idaho. 

Mr.  SYMMS.  Mr.  I»resident,  I  move 
that  we  advance  the  bill  to  third  read- 
ing. 

The  PRESIDING  OFFICER.  If 
there  are  no  further  amendments  to 
be  proposed,  the  question  is  on  the  en- 
grossment and  third  reading  of  the 
bill. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading  and  was  read  the 
third  time. 

Mr.  SYMMS.  Mr.  President.  I  ask 
unanimous  consent  that  the  Senate 
now  turn  to  the  consideration  of  Cal- 
endar No.  889,  H.R.  3129. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  bill  will  be  stated  by  title. 

The  legislative  clerk  read  as  follows: 

A  bill  (H.R.  3129),  to  authorize  funds  for 
construction  of  highways,  for  highway 
safety  programs,  and  for  mass  transporta- 
tion programs,  to  expand  and  improve  the 
relocation  assistance  program,  and  for  other 
purposes. 

The  PRESIDING  OFFICER.  With- 
out objection,  the  Senate  will  proceed 
immediately  to  the  consideration  of 
the  bill. 

Mr.  SYMMS.  Mr.  President,  I  move 
to  strike  all  after  the  enacting  clause 
and  to  substitute  therefore  the  text  of 
S.  2405  as  amended. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
of  the  Senator  from  Idaho. 

The  motion  was  agreed  to. 

Mr.  SYMMS.  I  ask  for  the  yeas  and 
nays  on  passage. 
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The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  engrossment  of  the 
amendment  and  the  third  reading  of 
the  bill. 

The  amendment  was  ordered  to  be 
engrossed  and  the  bill  to  be  read  a 
third  time. 

The  bill  was  read  the  third  time. 

The  PRESIDING  OFFICER.  The 
bill  having  been  read  the  third  time, 
the  question  Ls:  Shall  it  pass?  The  yeas 
and  nays  have  been  ordered.  The  clerk 
will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  is  nec- 
essarily absent.  

The  PRESIDING  OFFICER  (Mr. 
Cochran).  Are  there  any  other  Sena- 
tors in  the  Chamber  desiring  to  vote? 

The  result  was  armounced— yeas  99, 
nays  0.  as  follows: 

[Rollcall  Vote  No.  288  Leg.] 
YEAS-99 


Abdnor 

Goldwater 

Melcher 

Aiidre«-s 

Gore 

Mf'.zenbaum 

Armstrong 

Gorton 

Miicheil 

Baucus 

Gramm 

Moynihan 

Benlsen 

Grassley 

Murkowski 

Biden 

Harkin 

Nicklt'f 

Bingaman 

Han 

Nunn 

Boren 

Hatch 

Packwood 

Boschwitz 

Hatfield 

Pt;: 

Bradley 

Hawkins 

Pressior 

Broyhill 

Hecht 

I'roxmire 

Bumprrs 

Heflin 

Prsor 

Burdick 

Heinz 

Quay  !p 

Byr.i 

Helms 

Ricgle 

Chafec 

Ho!  lines 

Rockefeller 

Chileb 

Humphrey 

Roth 

Cochran 

Inouyt 

Rudnun 

Cohen 

Johnston 

Sarbant's 

Cranston 

Kassebaum 

Sasser 

D'Amato 

Kasten 

Simon 

Danforth 

Kennedy 

Simp.'son 

DeConcini 

Kerry 

Specter 

IJenton 

Lautenberp 

Stafford 

Dixon 

Laxalt 

Stennio 

Dodd 

Lea^iy 

Sie\  tns 

Dole 

Levin 

Symm:; 

Domcnici 

Lor.a 

Thiirmi''nd 

Durenberfer 

Lugar 

Trible 

Eagieton 

Mathias 

Wallop 

Evans 

MatsunaRa 

Warner 

Exon 

MattinRly 

Weicker 

Ford 

McClure 

Wilson 

Glenn 

McConnclI 

Zorin.-ky 

NOT  VOTING -1 

Garn 

So  the  bill  (H.R.  3129)  was  passed,  as 
follows: 

That  this  Act  mav  be  cited  as  the  "Federal- 
Aid  Highway  Act  of  1986". 

AlJTHORIZATtONS 

Sec.  102.  The  following  sums  are  hereby 
authorized  to  be  appropriated  out  of  the 
Highway  Tnist  Fund  other  than  the  Mass 
Transit  Account— 

(1)  For  the  Federal-aid  Interstate-Primary 
Program  $8,150,000,000  per  fiscal  year  for 
each  of  the  fiscal  years  ending  September  30. 
1987.  September  30.  1988.  September  30. 
1989.  and  September  30,  1990: 

<2)  For  the  Federal-aid  urban  system 
$750,000,000  per  fiscal  year  for  each  of  the 
fiscal  years  ending  September  30,  1987,  Sep- 
tember 30,  1988.  September  30,  1989,  and 
September  30.  1990; 


(3)  For  the  Federal-aid  secondary  system 
in  rural  areas  $600,000,000  per  fiscal  year 
for  each  of  the  fiscal  years  ending  September 
30.  1987.  September  30.  1988.  September  30, 
1989,  and  September  30,  1990; 

(4)  For  bridge  replacement  and  rehabilita- 
tion under  section  144  of  title  23,  United 
States  Code,  $1,500,000,000  per  fiscal  year 
for  each  of  the  fiscal  years  ending  September 
30.  1987.  September  30.  1988.  September  30. 
1989.  and  September  30.  1990.  All  but 
$200,000,000  per  fiscal  year  of  each  such  au- 
thorization shall  be  apportioned  as  provided 
in  23  U.S.C.  144(ef.  Such  $200,000,000  shall 
be  obligated  as  provided  in  23  U.S.C. 
144(g)l2).  The  minimum  percentage  off- 
system  bridge  provisions  of  23  U.S.C. 
144(g)i2)  shall  continue  effective  in  fiscal 
years  1987.  1988,  1989.  and  1990: 

(51  For  carrying  out  the  Federal  lands 
highway  program  under  section  204  of  title 
23.  United  States  Code- 

(A)  For  forest  highways.  $50,000,000  per 
fiscal  year  for  each  of  the  fiscal  years  ending 
September  30.  1987.  September  30.  1988,  Sep- 
tember 30.  1989.  and  September  30.  1990: 

(B)  For  public  lands  highways.  $50,000,000 
per  fiscal  year  for  each  of  the  fiscal  years 
ending  September  30.  1987,  September  30. 
198S.  September  30.  1989.  and  September  30. 
S990: 

Id  For  Indian  reservation  roads. 
$75,000,000  per  fiscal  year  for  each  of  the 
fiscal  years  ending  September  30,  1987.  Sep- 
tember 30.  1988.  September  30.  1989,  and 
Sepleviber  3u.  1990:  and 

ID'  For  park  roads  and  parkways 
$75,000,000  per  fiscal  yea.'  for  each  of  the 
fiscal  years  ending  September  30.  1937.  Sep- 
tember 30.  1988.  September  30.  1989,  and 
September  30.  1990: 

16.1  For  carrying  out  the  territorial  high- 
way program  under  section  215fa)  of  title 
23.  United  States  Code— 

(Ai  For  the  Virgin  Islands.  S5. 000.000  per 
fiscal  year  for  each  of  the  fiscal  years  ending 
September  30.  1987.  September  30  198S.  Sep- 
tember 30.  19S9.  and  September  30.  1990: 

IB>  For  Guam,  SS.000.000  per  fiscal  year 
for  each  of  the  fiscal  years  ending  September 
30.  1987.  September  30.  1988.  September  30. 
19Sf.  and  September  30.  19^0; 

iCi  For  American  Samoa.  SI. 000. 000  per 
fiscal  vear  for  eaeh  of  the  fiscal  years  ending 
September  30.  1987.  September  30.  1988.  Sep- 
tember 30.  1989.  and  September  30.  1990: 
and 

tDI  For  the  Commonwealth  of  the  North- 
em  Mariana  hlands.  $1,000,000  per  fiscal 
year  for  each  of  the  fiscal  years  ending  Sep- 
tember 30.  1987.  September  30.  1988.  Septem- 
ber 30.  1989.  and  September  30.  1990: 

(71  For  carrying  out  section  402  of  title  23, 
United  States  Code  (relating  to  highway 
safety  construction  programs),  by  the  Feder- 
ai Highway  Administration.  $10,000,000  per 
fiscal  year  for  each  of  the  fi.scal  years  ending 
September  30.  1987.  September  30.  1988.  Sep- 
tember 30.  1989,  and  September  30.  1990: 

(8)  For  carrying  out  sections  307(al  and 
403  of  title  23.  United  States  Code  (relating 
to  highway  construction  safety  research  and 
development!,  by  the  Federal  Highway  Ad- 
ministration. $10,000,000  per  fiscal  year  for 
each  of  the  fiscal  years  ending  September  30. 
1987.  September  30.  1988.  September  30. 
1989.  and  September  30.  1990: 

(9)  For  projects  for  the  elimination  of  haz- 
ards under  section  152  of  title  23.  United 
States  Code.  $175,000,000  per  fiscal  year  for 
each  of  the  fiscal  years  ending  September  30. 
1987.  September  30.  1988.  September  30. 
1989.  and  September  30.  1990:  and 


(10)  For  projects  for  the  elimination  of 
hazards  of  railway-highway  crossings  on 
any  public  road  under  section  130  of  title  23. 
United  States  Code,  $175,000,000  per  fiscal 
year  for  each  of  the  fiscal  years  ending  Sep- 
tember 30,  1987,  September  30,  1988,  Septem- 
ber 30,  1989,  and  September  30,  1990. 

INTERSTATE  SVBSTITVTE  PROGRAM 

Sec.  103.  (a)  Section  103(e>(4)  of  title  23. 
United  States  Code,  is  amended  to  read  as 

fallows: 

"(4)  Interstate  Substitute  Program.— 
"(A)  Withdrawal  or  Approval.— Upon  the 
joint  request  of  a  State  Governor  and  the 
local  governments  concerned,  the  Secretary 
may  withdraw  approval  of  any  route  or  por- 
tion thereof  on  the  Interstate  System  which 
was  selected  and  approved  in  accordance 
with  this  title,  if  the  Secretary  determines 
that  such  route  or  portion  thereof  is  not  es- 
sential to  completion  of  a  unified  and  con- 
nected Interstate  System  and  if  the  Secre- 
tary receives  assurances  that  the  State  does 
not  intend  to  construct  a  toll  road  in  the 
traffic  corridor  which  would  be  served  by 
the  route  or  portion  thereof. 

"(B)  Substitute  projects.— Wlien  the  Sec- 
retary withdraws  approval,  under  this  para- 
graph, a  sum  equal  to  the  Federal  share  of 
the  cost  to  complete  the  withdrawn  route  or 
portion  thereof  as  that  cost  is  included  in 
the  latest  Interstate  System  cost  estimate  ap- 
proved by  Congress,  or  up  to  and  including 
the  1983  interstate  cost  estimate,  whichever 
is  earlier,  subject  to  increase  or  decrease,  an 
determined  by  the  Secretary  based  on 
changes  in  construction  costs  of  the  with- 
drawn route  or  portion  thereof  as  of  the  date 
of  approval  of  each  substitute  project  under 
this  paragraph,  or  the  date  of  approval  of 
the  1983  interstate  cost  estijnate.  whichever 
is  earlier,  shall  be  available  to  the  Secretary 
to  incur  obligations  for  the  Federal  share  of 
either  public  inass  transit  projects  involving 
the  construction  offised  rail  facilities  or  the 
purchase  of  passenger  equipment  including 
rolling  stock,  for  any  mode  of  mass  transit, 
or  both,  or  highway  construction  projects  on 
any  public  road  or  both,  which  will  serve  the 
area  or  areas  from  which  the  Interstate 
route  or  portion  thereof  was  withdrawn, 
which  are  selected  bv  the  responsible  local 
officials  of  the  area  or  areas  to  be  served, 
and  which  arc  selected  bv  the  Governor  or 
the  Governors  of  the  State  or  States  in 
which  the  withdraun  route  was  located  if 
the  withdrcun  route  was  not  icithin  an  ur- 
banised urea  or  did  not  pass  through  and 
connect  urbanized  areas,  and  which  are  sub- 
mitted by  the  Governors  of  the  States  in 
which  the  withdrawn  route  was  located. 
Federal-aid  highway  projects  constructed 
under  this  paragraph  shall  be  subject  to  pro- 
visions of  this  title  applicable  to  the  appro- 
priate Federal-aid  system.  Off  system  high- 
way projects  constructed  under  this  para- 
graph shall  be  subject  to  the  provisions  of 
this  title  applicable  to  Federal-aid  second- 
ary sysiern  projects. 

"(CI  Tiy..M>iiNE  FOR  Withdrawal.— Tlie  Sec- 
retary shall  not  approve  any  icithdrawal  of 
a  route  under  this  paragraph  a.fter  Septem- 
ber 30. .1983.  eicept  that  with  respect  to  any 
route  which  on  November  6,  1978.  is  under 
judicial  injunction  prohibiting  its  construc- 
tion the  Secretary  may  approve  withdrawals 
until  September  30.  19S6.  and  except  that 
with  respect  to  any  route  which  on  May  12. 
1982,  is  under  judicial  injunction  prohibit- 
ing its  construction,  the  Secretary  may  ap- 
prove withdrawals  on  such  route  until  Sep- 
tember 30,  1985. 
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"(D)  Project  approval;  federal  share.— 
Approval  by  the  Secretary  of  the  plans,  spec- 
ifications, and  estimates  for  a  substitute 
project  shall  be  deemed  to  be  a  contractuxU 
obligation  of  the  Federal  Government  The 
Federal  share  of  each  substitute  project  shall 
not  exceed  85  per  centum  of  the  cost  thereof. 

"(E)  A  VAILABILTTY  OF  FUNDS  FOR  SUBSTmjTE 
PROJECTS.— 

"(i)  Time  period.— The  sums  apportioned 
and  the  sums  allocated  under  this  para- 
graph for  public  mass  transit  projects  or  for 
projects  under  any  highway  assistance  pro- 
gram shaU  remain  available  in  the  State  of 
apportionment  or  allocation  for  the  fiscal 
year  for  tohich  apportioned  or  allocated,  as 
the  case  may  be,  and  for  the  succeeding 
fiscal  year. 

"(ii)  Reapportionment  or  reallocation.— 
Any  sums  which  are  apportioned  or  allocat- 
ed to  a  State  and  are  unobligated  (other 
than  an  amount  which,  by  itself,  is  insuffi- 
cient to  pay  the  Federal  share  of  the  cost  of 
a  substitute  project  which  has  been  submit- 
ted by  the  State  to  the  Secretary  for  approv- 
al) at  the  end  of  the  period  of  availability 
shall  lie  apportioned  or  allocated,  as  the  case 
may  be,  among  those  States  which  have  obli- 
gated all  sums  (other  than  such  an  amount) 
apportioned  or  allocated,  as  the  case  may 
be,  to  them.  Such  reapportionments  shall  be 
in  accordance  with  the  latest  adjusted  esti- 
mate of  the  cost  of  completing  substitute 
projects,  and  such  reallocations  shall  be  at 
the  discretion  of  the  Secretary. 

"(F)  Administration  of  transit  funds.— 
The  sums  obligated  for  mass  transit  projects 
under  this  paragraph  shall  become  part  of, 
and.  be  administered  through,  the  Urban 
Mass  Transportation  Fund. 

"(G)  Authorization  of  appropriations  for 
HIGHWAY  PROJECTS.— For  the  fiscal  year 
ending  September  30,  1983  $257,000,000  shall 
be  available  out  of  the  Highway  Trust  Fund 
for  expenditure  at  the  discretion  of  the  Sec- 
retary for  projects  under  highway  assistance 
programs.  There  shall  be  available,  out  of 
the  Highway  Trust  Fund  (other  than  the 
Mass  Transit  Account),  to  the  Secretary  for 
expenditure  under  this  paragraph  for 
projects  under  highway  assistance  programs 
$700,000,000  per  fiscal  year  for  each  of  the 
fiscal  years  ending  September  30,  1984,  and 
September  30,  1985,  and  $725,000,000  for  the 
fiscal  year  ending  September  30,  1986,  and 
$650,000,000  per  fiscal  year  for  each  of  the 
fiscal  years  ending  September  30,  1987,  Sep- 
tember 30,  1988,  September  30,  1989,  and 
September  30,  1990. 

"(H)  Distribution  of  substitute  highway 

FUNDS.— 

"(i)  Between  discretionary  and  appor- 
tioned programs.— Twenty-five  per  centum 
of  the  funds  made  available  by  subpara- 
graph (G)  for  each  of  the  fiscal  years  ending 
September  30,  1984,  September  30,  1985,  Sep- 
tember 30,  1986,  September  30,  1987,  Septem- 
ber 30,  1988,  September  30,  1989,  and  Sep- 
tember 30,  1990,  for  substitute  highway 
projects  under  this  paragraph  shall  6e  dis- 
tributed at  the  discretion  of  the  Secretary. 
The  remaining  75  per  centum  of  such  funds 
shaU  be  apportioned  in  accordance  with 
cost  estimates. 

"(ii)  1984  APPORTIONMENT.— The  Secretary 
shall  make  an  estimate  of  the  cost  of  com- 
pleting substitute  highway  projects  under 
this  paragraph  and  transmit  the  same  to  the 
Senate  and  the  House  of  Representatives  as 
soon  OS  practicable  after  the  date  of  enact- 
ment of  the  Highway  Improvement  Act  of 
1982.  Upon  approval  of  such  cost  estimate 
by  Congress,  the  Secretary  shall  use  the  Fed- 
eral share  of  such  approved  estimate  in 


making  apportionments  for  substitute  high- 
way projects  for  the  fiscal  year  ending  Sep- 
tember 30,  1984. 

"(Hi)  1985  AND  1986  apportionments.— The 
Secretary  shall  make  a  revised  estimate  of 
the  cost  of  completing  substitute  highway 
projects  under  this  paragraph  and  transmit 
the  same  to  the  Senate  and  the  House  of 
Representatives  toithin  ten  days  subsequent 
to  January  2,  1984,  and  upon  approval  by 
Congress,  the  Secretary  shall  use  the  Federal 
share  of  such  approved  estimate  in  making 
apportionments  for  substitute  highway 
projects  for  the  fiscal  years  ending  Septem- 
ber 30,  1985  and  September  30,  1986. 

"(iv)  Subsequent  apportionments.— In 
September  of  1986  and  every  September 
thereafter,  the  Secretary  shall  adjust  the 
Interstate  substitute  cost  estimate  estalh 
lished  in  revised  Table  3,  Committee  Print 
99-171  of  the  Senate  Committees  on  Envi- 
ronment and  Public  Works  and  on  Banking, 
Housing,  and  Urban  Affairs  to  reflect  (1) 
changes  in  the  amounts  available  to  the  Sec- 
retary, (2)  changes  in  the  State  estimates  in 
the  division  of  funds  betioeen  substitute 
highway  and  transit  projects,  (3)  approval 
of  substitute  projects,  and  (4)  the  allocation 
and  apportionment  of  substitute  highway 
funds  in  prior  fiscal  years  and  shall  use  the 
Federal  share  of  such  adjusted  estimates  in 
making  apportionments  for  substitute  high- 
way projects  on  October  1  or  as  soon  as 
practicable  thereof ter  for  fiscal  years  subse- 
quent to  the  fiscal  year  ending  September  30, 
1986. 

"(I)  Authorization  of  appropriations  for 
TRANSIT  projects.— There  are  authorized  to 
be  appropriated  for  liquidation  of  obliga- 
tions incurred  for  substitute  transit  projects 
under  this  paragraph  the  sums  provided  in 
section  4(g)  of  the  Urban  Mass  Transporta- 
tion Act  of  1964. 

"(J)  Distribution  of  substitute  transit 

FUNDS.— 

"(i)  Between  discretionary  and  appor- 
tioned programs.- Fifty  per  centum  of  the 
funds  appropriated  for  each  fiscal  year  be- 
ginning after  September  30,  1983,  for  carry- 
ing out  substitute  transit  projects  under  this 
paragraph  shall  be  distributed  at  the  discre- 
tion of  the  Secretary.  The  remaining  50  per 
centum  of  such  funds  shall  be  apportioned 
in  accordance  with  cost  estimates  approved 
by  Congress. 

"(ii)  1984  apportionment.— TTie  Secretary 
shall  make  an  estimate  of  the  cost  of  com- 
pleting substitute  transit  projects  under  this 
paragraph  and  transmit  the  same  to  the 
Senate  and  the  House  of  Representatives  as 
soon  as  practicable  after  the  date  of  the  en- 
actment of  the  Highway  Improvement  Act  of 
1982.  Upon  approval  of  such  cost  estimate 
by  Congress,  the  Secretary  shall  use  the  Fed- 
eral share  of  such  approved  estimate  in 
making  apportionments  for  substitute  tran- 
sit projects  for  the  fiscal  year  ending  Sep- 
tember 30,  1984.  • 

"(Hi)  1985  AND  1986  apportionments.— The 
Secretary  shall  make  a  revised  estimate  of 
the  cost  of  completing  substitute  transit 
projects  under  this  paragraph  and  transmit 
the  same  to  the  Senate  and  the  House  of 
Representatives  within  ten  days  subseqtient 
to  January  2,  1984,  and  upon  approval  by 
Congress,  the  Secretary  shall  use  the  Federal 
share  of  such  approved  estimate  in  making 
apportionments  for  substitute  transit 
projects  for  the  fiscal  years  ending  Septem- 
ber 30,  1985  and  September  30,  1986. 

"(iv)  Subsequent  APPORTJONMENTS.-In 
September  1986  and  every  September  there- 
of tc ;  the  Secretary  shall  adjust  the  Inter- 
state substitute  cost  estimate  established  in 


revised  Table  4,  Committee  Print  99-171  of 
the  Senate  Committees  on  Environment  and 
Public  Works  and  on  Banking,  Housing, 
and  Urban  Affairs  to  reflect  (1)  changes  in 
the  amounts  available  to  the  Secretary 
under  this  paragraph,  (2)  changes  in  State 
estimates  of  the  division  of  funds  between 
substitute  highway  and  transit  projects,  (3) 
approvals  of  substitute  projects,  and  (4)  the 
allocation  and  apportionment  of  substitute 
transit  funds  in  prior  fiscal  years  and  shall 
use  the  Federal  share  of  such  adjusted  esti- 
mate in  making  apportionments  for  substi- 
tute transit  projects  on  October  1  or  as  soon 
as  practicable  thereof  ter  for  fiscal  years  sub- 
sequent to  the  fiscal  year  ending  September 
30.  1986. 

"(K)  Reduction  of  interstate  apportion- 
ment.— 

"(i)  In  general.— Unobligated  apportion- 
ments for  the  Interstate  System  in  any  State 
where  a  withdrawal  is  approved  under  this 
paragraph  shall  on  the  date  of  such  approv- 
al, be  reduced  in  the  proportion  that  the 
Federal  share  of  the  cost  of  the  withdrawn 
route  or  portion  thereof  bears  to  the  Federal 
share  of  the  total  cost  of  all  Interstate  routes 
in  that  State  as  reflected  in  the  latest  cost  es- 
timate approved  by  the  Congress. 

"(ii)  Exception.— In  any  State  where  the 
withdrawal  of  an  Interstate  route  or  portion 
thereof  has  been  approved  under  this  para- 
graph prior  to  the  date  of  the  enactment  of 
the  Federal-Aid  Highway  Act  of  1976,  the  un- 
obligated apportionments  for  the  Interstate 
System  in  that  State  on  such  date  of  enact- 
ment shall  be  reduced  in  the  proportion  that 
the  Federal  share  of  the  cost  to  complete 
such  route  or  portion  thereof,  as  shown  on 
the  latest  cost  estimate  approved  by  Con- 
gress prior  to  such  approval  of  urithdrawal, 
bears  to  the  Federal  share  of  the  cost  of  all 
Interstate  routes  in  the  State,  as  shown  on 
such  cost  estimate;  except  that  the  amount 
of  such  proportional  reduction  shall  be  cred- 
ited with  the  amount  of  any  reduction  in 
such  State's  Interstate  apportionment  which 
was  attributable  to  the  Federal  share  of  any 
substitute  project  approved  under  this  para- 
graph prior  to  enactment  of  such  Federal- 
Aid  Highway  Act 

"(L)  Appucability  of  Urban  Mass  Trans- 
portation Act.— 

"(i)  Supplementary  Funds.— Funds  avail- 
able for  expenditure  to  carry  out  the  pur- 
poses of  this  paragraph  shall  be  supplemen- 
tary to  and  not  in  substitution  for  funds  au- 
thorized and  available  for  obligation  pursu- 
ant to  the  Urban  Mass  Transportation  Act 
of  1964,  as  amended. 

"(ii)  Labor  Protection.— The  provisions 
of  section  3(e)(4)  of  the  Urban  Mass  Trans- 
portation Act  of  1964,  as  amended,  shall 
apply  in  carrying  out  this  paragraph 

"(M)  Limitation  on  Interstate  Designa- 
tions.— After  the  date  of  enactment  of  the 
Federal-Aid  Highway  Act  of  1978,  the  Secre- 
tary may  not  designate  any  mileage  as  part 
of  the  Interstate  System  pursuant  to  this 
paragraph  or  under  any  other  provisions  of 
law.  The  preceding  sentence  shall  not  apply 
to  a  designation  made  under  section  139  of 
thU  title. 

"(N)  Open  to  Traffic  Requirement.— After 
September  30,  1979,  the  Secretary  shall  not 
withdraw  approval  under  this  paragraph  of 
any  route  or  portion  thereof  on  the  Inter- 
state System  open  to  traffic  before  the  date 
of  the  proposed  withdrawal.  Any  withdrawal 
of  approval  of  any  such  route  or  portion 
thereof  before  September  30:  1979,  is  hereby 
determined  to  be  authorised  by  this  para- 
graph. 
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"lOI  Limitation  or  Svbstttvtion  for 
Statutorily  Designated  Routes.— Any  route 
or  iegment  which  was  statutorily  designated 
after  March  7.  197S,  to  be  on  the  Interstate 
System  shall  not  be  eligible  for  withdrawal 
or  sut>stitution  under  this  subsection. 

"IP)  Right-of-way  Payback.— Of  sums 
made  available  to  the  Secretary  under  this 
paragraph  for  a  State,  an  amount  equal  to 
the  amount  expended  in  Federal  funds  to 
purchase  right-of-way  for  the  withdrawn 
route  or  portion  thereof  in  every  case  where 
right-of-way  has  not  been  disposed  of  by  the 
State  as  of  the  date  of  enactment  of  this  sen- 
tence shall  not  be  available  for  release  by  the 
Secretary  until  the  right-of-way  disposition 
decision  has  been  made  in  accordance  with 
103(e)(S)(B).  (6)(B).  or  (e)(7)  of  this  title. 
The  amount  apportioned  to  each  eligible 
State  pursuant  to  this  paragraph  shall  be 
bajed  on  the  full  remaining  value  of  the 
sums  made  available  under  this  paragraph 
as  determined  by  the  Secretary  but  the  total 
of  such  apportionments  shall  not  exceed  the 
remaining  value  of  such  sums  less  the 
amount  unavailable  for  release  by  the  Secre- 
tary. Sums  retained  by  the  Secretary  shall  be 
made  available  for  apportionment  upon 
partial  or  full  repayment  of  funds  in  accord- 
ance with  section  103(e)(7)  of  this  title  or 
upon  determination  by  the  Secretary  that, 
under  section  103(e)(5)(B)  or  (6)(B),  repay- 
ment is  not  required. ". 

rjght-of-wa  y  pa  yback 

(b>  Subsection  103(e)  of  title  23,  United 
States  Code,  is  amended  by  adding  para- 
graph (10)  as  follows: 

"(lOXA)  Upon  repayment  by  a  State  to  the 
Treasurer  of  the  United  States  of  an  amount 
as  determined  by  the  Secretary  to  be  equal  to 
the  amount  of  Federal  funds  expended  to  ac- 
quire property  for  the  Interstate  System 
which  was  withdrawn  from  the  Interstate 
System  on  or  after  September  1,  1985,  in  ac- 
cordance leith  paragraph  (4).  such  State 
shall  be  absolved  of  any  further  responsibil- 
ity for  repayment  and  will  be  deemed  to 
have  fully  met  all  of  the  repayment  require- 
ments of  paragraph  (7)  of  this  section. 

"(B)  The  amount  repaid  to  the  United 
States  under  this  paragraph  shall  be  deposit- 
ed to  the  credit  of  the  appropriation  for  the 
Highway  Trust  FuncL  Such  repayment  shall 
be  credited  to  the  unprogrammed  balance  of 
funds  apportioned  to  such  State  in  accord- 
ance with  section  104(d)(1)(C)  of  this  title. 
The  amount  so  credited  shall  be  in  addition 
to  all  other  funds  then  apportioned  to  the 
State  and  shall  be  available  for  expenditure 
in  accordance  with  the  provisions  of  this 
title. " 

apportionment 

Sec.  104.  Section  104  of  title  23,  United 
States  Code,  is  amended  by  (a)  Striking  in 
paragraph  (f)(1)  ",  except  that  in  the  case  of 
funds  authorized  for  apportionment  on  the 
Interstate  System,  the  Secretary  shall  set 
aside  that  portion  of  such  funds  (subject  to 
the  overall  limitation  of  one-half  of  1  per 
centum)  on  October  1  of  the  year  next  pre- 
ceding the  fiscal  year  for  which  such  funds 
are  authorized  for  such  System. "  and  insert- 
ing in  lieu  thereof  a  period  and  by  reletter- 
ing  subsection  (f)  as  subsection  (b). 

(b)  Adding  a  new  subsection  (c)  as  follows: 

"(c)  On  October  1  of  each  of  the  fiscal 
years,  ending  September  30.  1987,  September 
.  30,  1988,  September  30,  1989.  and  September 
30,  1990,  the  Secretary,  after  making  deduc- 
tions authorized  try  subsections  (a)  and  (b) 
of  this  section,  shall  deduct  one-quarter  per 
centum  of  the  remaining  funds  authorized 
to  be  appropriated  for  that  fiscal  year  for 
the  Federal-aid  Interstate-Primary  Program, 


the  urban  system^  the  secondary  system, 
bridge  replacement  and  rehabilitation. 
Interstate  substitution  highway  projects, 
projects  for  the  elimination  of  hazards  of 
railway-highway  crossings,  and  for  projects 
for  the  elimination  of  hazards  under  section 
152  of  this  title  for  the  purpose  of  carrying 
out  the  objectives  of  the  Strategic  Highway 
Research  Project  under  section  133  of  this 
tiUe.  •• 

(c)  Repealing  existing  subsections  (c)  and 
(d). 

(d)  Existing  subsection  (b)  is  amended  to 
read  as  follows: 

"(d)  On  October  1  of  each  fiscal  year  the 
Secretary,  after  making  the  deductions  au- 
thorized by  subsections  (a),  (b).  and  (c)  of 
this  section,  shall  apportion  the  remainder 
of  the  sums  authorized  to  be  appropriated 
for  expenditure  upon  the  Federal-aid  sys- 
tems for  the  fiscal  year,  among  the  several 
States  in  the  following  manner: 

"(1)  For  the  federal-aid  interstate-pri- 
mary PROGRAM.  — 

"(A)  For  each  of  the  fiscal  years  1987,  1988, 
1989.  and  1990  that  portion  of  $3,000,000,000 
rem.aining  after  making  the  deductions  au- 
thorized by  subsections  (a),  (b).  and  (c)  of 
this  section  shall  be  apportioned  in  the  ratio 
which  the  estimated  cost  of  completing  the 
Interstate  System  in  each  State  bears  to  the 
sum  of  the  estimated  cost  of  completing  the 
Interstate  System  in  all  of  the  States  as  es- 
tablished in  revised  table  5.  Committee 
Print  99-170  of  the  Senate  Committee  on 
Environment  and  Public  Works:  Provided, 
That  the  Secretary  shall  on  October  1,  1986, 
before  making  the  apportionment  required 
by  this  paragraph,  adjust  such  Interstate 
Cost  Estimate  to  reflect  (i)  all  previous  cred- 
its, apportionments  of  Interstate  construc- 
tion funds  and  lapses  of  previous  apportion- 
ments of  Interstate  construction  funds,  (ii) 
previous  withdrawals  of  Interstate  seg- 
ments. (Hi)  previous  allocations  of  Inter- 
state discretionary  funds,  and  (iv)  transfers 
of  Interstate  construction  funds  and:  Pro- 
vided, That  for  each  of  the  fiscal  years  1987. 
1988,  1989,  and  1990.  no  State,  including  the 
State  of  Alaska,  shall  receive  less  than  one- 
half  per  centum  of  the  total  apportionment 
under  this  paragraph  (A).  Amounts  made 
available  under  this  proviso  shall  be  eligible 
for  expenditure  in  the  same  manner  as  other 
Interstate-primary  funds,  for  projects  on  the 
urban  and  secondary  system,  and  for 
projects  for  the  elimination  of  hazards 
under  section  152  of  this  title. 

"(B)  For  each  of  the  fiscal  years  1987. 
1988.  1989,  and  1990  that  portion  of 
$2,800,000,000  remaining  after  making  the 
deduction  authorized  by  subsections  (a),  (b). 
and  (c)  of  this  section  shall  be  apportioned 
as  follows  55  per  centum  in  the  ratio  that 
lane  miles  on  the  Interstate  routes  designat- 
ed under  sections  103  and  139(c)  of  this  title 
(other  than  those  on  toll  roads  not  subject  to 
a  Secretarial  agreement  provided  for  in  sec- 
tion 129(e)  of  this  title  and  section  105  of 
the  Surface  Transportation  Assistance  Act 
of  1978)  in  each  State  bears  to  the  total  of  all 
such  lane  miles  in  all  Slates;  and  45  per 
centum  in  the  ratio  that  vehicle  miles  trav- 
eled on  lanes  on  the  Interstate  routes  desig- 
nated under  sections  103  and  139(c)  of  this 
title  (other  than  those  on  toll  roads  not  sub- 
ject to  a  Secretarial  agreement  provided  for 
in  section  129(e)  of  this  title  and  section  105 
of  the  Surface  Transportation  Assistance 
Act  of  1978)  in  each  State  beors  to  the  total 
of  all  such  vehicle  miles  in  all  States.  Not- 
unthstanding  the  preceding  sentence,  no 
State  excluding  any  State  that  has  no  Iriter- 
state  lane  miles  shall  receive  less  than  one- 


half  of  1  per  centum  of  the  total  apportion- 
ment made  by  this  subparagraph  for  any 
fiscal  year. 

"(C)  Before  making  the  apportionment 
under  this  paragraph  (C),  the  Secretary  shall 
set  aside  such  sums  as  are  necessary  to  carry 
out  the  provisions  of  subparagraph  (CXiv). 
For  each  of  the  fiscal  years  1987,  1988,  1989, 
and  1990  that  portion  of  $2,350,000,000  re- 
maining after  such  set  aside  and  after  the 
deductions  authorized  by  subsections  (a), 
(b),  and  (c)  of  this  section  shall  be  appor- 
tioned as  follows: 

"(i)  The  Secretary  shall  determine  for  each 
State  the  higher  of  the  amount  which  would 
be  apportioned  to  such  State  under  a  formu- 
la where  (I)  two-thinls  would  be  appor- 
tioned, one-third  in  the  ratio  which  the  area 
of  each  State  bears  to  the  total  area  of  all  the 
States,  one-third  in  the  ratio  which  the  pop- 
ulation of  rural  areas  of  each  Stale  bears  to 
the  total  population  of  rural  areas  of  all  the 
States  as  shown  by  the  latest  available  Fed- 
eral census,  and  one-third  in  the  ratio  which 
the  mileage  of  rural  delivery  routes  and 
intercity  mail  routes  where  service  is  per- 
formed by  motor  vehicles  in  each  State  bears 
to  the  total  mileage  of  rural  delivery  and 
intercity  mail  routes  where  service  is  per- 
formed by  motor  vehicles,  as  shown  by  a  cer- 
tificate of  the  Postmaster  General,  which  he 
is  directed  to  make  and  furnish  annually  to 
the  Secretary;  and  one-third  in  the  ratio 
which  the  population  in  urban  areas  in  each 
State  bears  to  the  total  population  in  urban 
areas  in  all  the  States  as  shovm  by  the  latest 
Federal  census  unth  no  State  (other  than  the 
District  of  Columbia)  to  receive  less  than 
one-half  per  centum  of  each  year's  appor- 
tionment and  the  amount  which  would  be 
apportioned  to  such  State  under  a  formula 
where  (II)  each  State  would  be  apportioned 
one-half  in  the  ratio  which  the  population  of 
rural  areas  of  each  State  beors  to  the  total 
population  of  rural  areas  of  all  the  States  as 
shown  by  the  latest  available  Federal  census 
and  one-half  in  the  ratio  which  the  popula- 
tion in  urban  areas  in  each  State  bears  to 
the  total  population  in  urban  areas  in  all 
the  States  as  shown  by  the  latest  Federal 
census. 

"(ii)  The  Secretary  shall  total  the  amounts 
determined  for  each  State  under  paragraph 
(i)  and  shall  determine  the  ratio  which  the 
amounts  apportioned  under  this  paragraph 
(C)  bears  to  such  total 

"(Hi)  The  amount  which  shall  be  appor- 
tioned to  each  State  under  this  paragraph 
(C)  shall  be  the  amount  determined  for  such 
State  under  paragraph  (i)  multiplied  by  the 
ratio  determined  under  paragraph  (ii). 

"(iv)  No  State  shall  receive  an  apportion- 
ment under  this  paragraph  (C)  which  is  less 
than  the  lower  of  (I),  the  amount  which  the 
State  would  be  apportioned  under  the  for- 
mula in  paragraph  (i)(I),  and  (II),  the 
amount  which  the  State  would  be  appor- 
tioned under  the  formula  in  paragraph 
(i)(II).  No  State  shall  receive  less  than  one- 
half  per  centum  of  the  total  apportionment 
under  this  paragraph  (C). 

"(2)  For  the  Federal-aid  secondary  system 
one-third  in  the  ratio  which  the  area  of  each 
State  bears  to  the  total  area  of  all  the  States; 
one-third  in  the  ratio  which  the  population 
of  rural  areas  of  each  State  bears  to  the  total 
population  of  rural  areas  of  all  of  the  States 
as  shown  by  the  latest  available  Federal 
census;  and  one-third  in  the  ratio  which  the 
mileage  of  rural  delivery  and  intercity  mail 
routes  where  service  is  performed  by  motor 
vehicles,  certified  as  above  provided,  in  each 
State  bears  to  the  total  mileage  of  rural  de- 
livery and  intercity  mail  routes  where  serv- 
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ice is  performed  by  motor  vehicles  in  all  the 
States.  No  State  (other  than  the  District  of 
Columbia)  shall  receive  less  than  one-half  of 
1  per  centum  of  each  year's  apportionment 
"13)  For  the  Federal-aid  urban  system  in 
the  ratio  which  the  population  in  urban 
areas,  or  parts  thereof,  in  each  State  bears  to 
the  total  population  in  such  urban  areas,  or 
parts  thereof,  in  all  the  States  as  shown  by 
the  latest  available  Federal  census.  No  State 
shall  receive  less  than  one-half  of  1  per 
centum  of  each  year's  apportionment ". 

(e)  Subsection  le>  is  amended  to  read  as 
follows: 

"(e)  On  October  1  of  each  fiscal  year  the 
Secretary  shall  certify  to  each  of  the  State 
highway  departments  the  sums  apportioned 
hereunder  to  each  State  for  such  fiscal  year, 
and  also  the  sums  which  have  been  deducted 
pursuant  to  subsections  (a),  (b),  and  (c)  of 
this  section.  To  permit  the  State  to  develop 
adequate  plans  for  the  utilization  of  appor- 
tioned sums,  the  Secretary  shall  advise  each 
State  of  the  amount  that  will  be  apportioned 
each  year  under  this  section  not  later  than 
ninety  days  before  the  beginning  of  the 
fiscal  year  for  which  the  sums  to  be  appor- 
tioned are  authorized. ". 

(f)  Existing  subsection  (g)  is  amended  to 
read  as  follows: 

"(f)  Not  more  than  40  per  centum  of  the 
amount  apportioned  in  any  fiscal  year  to 
each  State  in  accordance  with  sections  130, 
144,  and  152  of  this  title,  may  be  transferred 
from  the  apportionment  under  one  section 
to  the  apportionment  under  any  other  of 
such  sections  if  such  a  transfer  is  requested 
by  the  State  highway  department  and  is  ap- 
proved by  the  Secretary  as  being  in  the 
public  interest  The  Secretary  may  approve 
the  transfer  of  100  per  centum  of  the  appor- 
tionment under  one  such  section  to  the  ap- 
portionment under  any  other  of  such  sec- 
tions if  such  transfer  is  requested  by  the 
State  highway  department  and  is  approved 
by  the  Secretary  as  being  in  the  public  inter- 
est if  the  Secretary  has  received  satisfactory 
assurances  from  such  State  highway  depart- 
ment that  the  purposes  of  the  program  from 
which  such  funds  are  to  be  transferred  have 
been  met ". 

(g)  Existing  subsection  (h)  is  repealed, 
(h)  Subsection  (gl  is  added  as  follows: 
"(g)(1)  The  amount  apportioned  in  any 

fiscal  year  to  each  State  in  accordance  with 
paragraph  (2)  or  (3)  of  subsection  (d)  of  this 
section  may  be  transferred  from  the  appor- 
tionment under  one  paragraph  to  the  appor- 
tionment under  the  other  paragraph  if  such 
transfer  is  requested  by  the  State  highway 
department  and  is  approved  by  the  Gover- 
nor of  such  State  and  the  Secretary  as  being 
in  the  public  interest  Funds  apportioned  in 
accordance  with  paragraph  (3)  of  subsection 
(d)  of  this  section  shall  not  be  transferred 
from  their  allocation  to  any  urbanized  area 
of  two  hundred  thousand  population  or 
more  under  section  150  of  this  title  without 
the  approval  of  the  local  officials  of  such  ur- 
banized arecL 

"(2)  In  the  case  of  transfers  under  para- 
graph (1),  the  total  of  all  transfers  during 
any  fiscal  year  to  any  apportionment  shall 
not  increase  the  original  amount  of  such  ap- 
portionment for  such  fiscal  year  by  more 
than  50  per  centum-  Not  more  than  50  per 
centum  of  the  original  amount  of  any  ap- 
portionment for  any  fiscal  year  shall  be 
transferred  to  other  apportionments. ". 

LETTING  OF  CONTRACTS 

SEC.  105.  Section  112(b)  of  title  23,  United 
States  Code,  is  amended  by  inserting  "or 
that  an  emergency  situation  exists"  before 
the  period  at  the  end  of  the  first  sentence. 


AVAILABILITY 

Sec.  106.  Section  118  of  tiUe  23.  United 
States  Code,  is  amended  to  read  as  follows: 

"Sec.  118.  Availability. 

"(a)  On  and  after  the  date  that  the  Secre- 
tary has  certified  to  each  State  the  sums  ap- 
portioned or  allocated  pursuant  to  an  au- 
thorization under  this  title  such  sums  shall 
be  available  for  obligation  under  the  provi- 
sions of  this  title. 

"(b)'l)  Sums  apportioned  for  the  Federal- 
aid  Interstate-Primary  Program,  for  the  Fed- 
eral-aid secondary  system  and  for  the  Feder- 
al-aid urban  system  in  a  State  shall  contin- 
ue available  for  obligation  in  that  State  for 
the  appropriate  program  and  system  for  a 
period  of  three  years  after  the  close  of  the 
fiscal  year  for  which  such  sums  are  author- 
ized and  any  amounts  so  apportioned  re- 
maining unobligated  at  the  end  of  such 
period  shall  lapse. 

"(2)(AI  Sums  apportioned  for  bridge  re- 
placement and  rehabilitation  in  a  State 
shall  remain  available  for  obligation  in  that 
State  for  a  period  of  three  years  after  the 
close  of  the  fiscal  year  for  which  the  sums 
are  authorized  and  any  amounts  appor- 
tioned remaining  unobligated  at  the  end  of 
the  period  shall  be  allocated  by  the  Secretary 
pursuant  to  section  144(g)(2)  of  this  title. 

"(B)  Sums  allocated  for  bridge  replace- 
ment and  rehabilitation  in  a  State  shall 
remain  available  for  obligation  in  that  State 
until  the  close  of  the  fiscal  year  of  allocation 
and  any  amount  allocated  remaining  unob- 
ligated at  the  end  of  the  period  shall  be  real- 
located by  the  Secretary  pursuant  to  section 
144(g)(2)  of  this  title. 

"(3)  Sums  apportioned  or  allocated  for  a 
particular  purpose  for  any  fiscal  year  shall 
be  deemed  to  be  obligated  if  a  sum  equal  to 
the  total  of  the  sums  apportioned  or  allocat- 
ed to  the  State  for  such  purpose  for  such 
fiscal  year  and  previous  fiscal  years  is  obli- 
gated. Any  funds  released  by  the  payment  of 
the  final  voucher  or  by  the  modification  of 
the  formal  project  agreement  shall  be  cred- 
ited to  the  same  class  of  funds  previously 
apportioned  or  allocated  to  the  State  and  be 
immediately  available  for  obligation. 

"(c)  Funds  made  available  to  the  State  of 
Alaska  under  this  title  may  be  expended  for 
construction  of  access  and  development 
roads  on  a  Federal-aid  system  that  will  serve 
resource  development  recreational,  residen- 
tial, commercial,  industrial  or  other  like 
purposes. ". 

INTERSTATE  SYSTEM  RESURTACING 

Sec.  107.  (a)  Section  119(a)  of  title  23. 
United  States  Code,  is  amended  by  (1)  strik- 
ing "section  105  of  the  Federal-Aid  Highway 
Act  of  1978"  and  inserting  in  lieu  thereof 
"section  129(k)  of  this  title"  and  by  (2)  strik- 
ing the  next  to  the  last  sentence. 

(b)  Section  119(b)  of  title  23,  United  States 
Code,  is  amended  by  striking  "for  the  Inter- 
state system  shall"  and  inserting  in  lieu 
thereof  "shall",  by  (2>  striking  "equal  to  10 
per  centum"  and  inserting  in  lieu  thereof 
"of  not  more  than  10  per  centum",  and  by 
(3)  striking  "104"  and  inserting  in  lieu 
thereof  "104(d)(1)(A)". 

(c)  Section  119(d)  is  repealed. 

FEDERAL  SHARE  PA  YABLE 

Sec.  108.  (a)  Subsection  (a)  of  section  120. 
title  23,  United  States  Code,  is  amended  by 
striking  "financed  with  primary"  and  in- 
serting in  lieu  thereof  "financed  with  Inter- 
state-primary" and  by  inserting  "(other 
than  the  Interstate  System)"  after  "primary 
system". 

(b)  Subsection  (b)  of  section  120,  title  23, 
United  States  Code,  is  repealed. 


(c)  Subsection  (c)  of  section  120,  title  23, 
United  States  Code,  is  amended  by  striking 
"provided  for  by  funds  made  available 
under  the  provisions  of  section  108(bl  of  the 
Federal-Aid  Highway  Act  of  1956  shall  be  in- 
creased to"  and  inserting  in  lieu  thereof  ", 
as  designated  in  section  103  of  this  title  and 
as  designated  prior  to  March  9,  1984,  in  sec- 
tion 139  (a)  and  (b)  of  this  title  financed 
with  Interstate-primary  funds  shall  not 
exceed". 

(d)  Subsection  (f)  of  section  120  of  title  23. 
United  States  Code,  is  amended  by  striking 
"shall  not  exceed  100  per  centum  of  the  cost 
thereof:  Provided"  and  inserting  in  lieu 
thereof  "on  account  of  any  project  on  a  Fed- 
eral-aid highway  system,  including  the 
Interstate  System,  shall  not  exceed  the  Fed- 
eral share  payable  of  a  project  on  a  system 
as  provided  in  subsections  (a)  and  ici  of  this 
section:  Provided,  That  the  Federal  share 
payable  for  eligible  emergency  repairs  to 
minimize  damage,  protect  facilities  or  re- 
store essential  traffic  accomplished  within 
thirty  days  after  the  actual  occurrence  may 
amount  to  100  per  centum  of  the  costs  there- 
of: And  provided  further". 

(e)(1)  The  second  subsection  (i).  subsection 
(j).  and  subsection  (kl  of  section  120  of  title 
23.  United  States  Code,  are  relettered  as  sub- 
section (j),  (k),  and  (I)  respectively. 

(2)  The  second  subsection  (i)  of  section 
120,  title  23,  United  States  Code,  relettered 
as  subsection  (j),  is  amended  by  inserting 
"104(b)  and"  before  "307(c)". 

(f)  Subsection  (b)  is  added  to  section  120 
of  title  23,  United  States  Code,  as  follows: 
"Notwithstanding  other  provisions  of  this 
title,  a  State  may  contribute  an  amount  in 
excess  of  its  normal  share  on  a  project  under 
this  title  so  as  to  decrease  the  Federal  share 
payable  on  such  project  Provided,  That  the 
use  of  this  provision  shall  be  subject  to  crite- 
ria established  by  the  Secretary. ". 

(g)  Section  120(f)  of  title  23.  United  States 
Code,  as  amended  by  this  section  is  effective 
for  all  natural  disasters  or  catastrophic  fail- 
ures which  occur  subsequent  to  enactment 
of  this  Act 

relocation  of  VTIUTV  FACILITIES 

Sec.  109.  Section  123<a)  of  title  23,  United 
States  Code,  is  amended  to  read  as  follows: 

"(a)  When  a  State  pays  for  the  cost  of  relo- 
cation of  utility  facilities  necessitated  by 
the  construction  of  a  project  on  the  Federal- 
aid  primary  system  including  the  Interstate 
System,  or  under  a  Federal-aid  program,  or 
under  the  State's  safety  improvement  pro- 
gram for  the  elimination  of  hazards  to  the 
traveling  public  resulting  from  the  utility 
facilities  on  or  near  the  right-of-way  of  high- 
ways on  the  Federal-aid  primary  system  in- 
cluding the  Interstate  system.  Federal  funds 
may  be  used  to  reimburse  the  State  for  such 
cost  in  the  same  proportion  as  Federal  funds 
are  used  on  the  project ". 

EMERGENCY  RELIEF 

Sec.  no.  Section  125  of  title  23.  United 
States  Code,  is  amended  by  adding  subsec- 
tion (d)  as  follows: 

"(d)  For  purposes  of  this  section,  the 
Virgin  Islands.  Guam.  American  Samoa, 
and  the  Northern  Mariana  Island  shall  be 
considered  to  be  States  and  part  of  the 
United  States,  and  the  chief  executive  officer 
of  each  territory  shall  be  considered  to  be  a 
Governor  of  a  State.  The  Secretary  may 
expend  funds  from  the  sums  authorized  for 
this  section  for  the  repair  or  reconstruction 
of  highways  eligible  for  assistance  under  sec- 
tion 215  of  this  title:  Provided,  That  obliga- 
tions for  projects  under  this  subsection  shall 
not  exceed  SS.OOO.OOO  in  any  fiscal  year  ". 
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VCHICLC  WEIGHT  UMITATIONS— INTERSTATE 
SYSTEM 

Sec.  111.  Section  127(a)  of  title  23.  United 
States  Code,  is  amended  by  striking  "author- 
ized to  be  appropriated  for  any  fiscal  year 
under  provisions  of  the  Federal-Aid  High- 
voay  Act  of  19S6  shall  be  apportioned"  and 
inserting  in  lieu  thereof  "shall  be  appor- 
tioned under  section  104(d)(1)(A)  of  this 
title"  and  by  (b)  adding  after  the  word 
"lapse"  the  following:  "if  not  released  and 
obligated  loithin  the  availability  period 
specified  in  section  118(b)(1)  of  this  title". 

TOLL  ROADS,  BRIDGES,  TUNNELS  AND  FERRIES 

Sec.  112.  (a)(1)  Section  301  of  title  23. 
United  States  Code,  is  repealed. 

(2)  Section  105  of  the  Federal-Aid  Highway 
Act  of  1978  is  amended  by  striking  the  lajt 
two  sentences. 

(b)  Section  129  of  title  23.  United  States 
Code,  is  amended  to  read  as  follows: 

SBC.    in.    TOLL    ROADS.    BRIDGES.    TVNNBLS  AND 
FERRIES. 

"(at  Except  as  provided  in  this  section  all 
highways  constructed,  reconstructed,  reha- 
bilitated, restored,  or  resurfaced  under  the 
provisions  of  this  title  shall  be  free  from 
tolls  of  all  kinds. 

"(b)  The  Secretary  may  permit  Federal 
participation,  on  the  same  basis  and  in  the 
same  manner  as  in  the  construction  of  free 
highu>ays  under  this  chapter,  in  the  con- 
struction of  any  new  toll  highway,  bridge  or 
tunnel  other  than  a  highway  on  the  Inter- 
state System;  in  the  reconstruction  of  any 
existing  highway,  bridge  or  tunnel  to  expand 
its  capacity,  other  than  a  highway,  bridge  or 
tunnel  on  the  Interstate  System;  or  in  the 
construction,  reconstruction  or  acguisition 
of  any  toll  bridge  or  toll  tunnel;  upon  com- 
pliance with  the  conditions  contained  in 
this  section  Provided,  That  the  Federal 
share  payable  for  the  construction  or  recon- 
struction of  a  toll  highicay,  bridge  or  tunnel 
shall  not  exceed  35  per  centum.  The  high- 
way, bridge,  tunnel  or  approach  thereto 
must  be  publicly  owned  and  operated.  Feder- 
al funds  may  participate  in  the  approaches 
to  a  toll  bridge  or  toll  tunnel  whether  the 
bridge  or  tunnel  is  to  be  or  has  been  con- 
structed, or  acquired,  by  the  State  or  other 
public  authority.  For  purposes  of  this  sec- 
tion the  term  "new  toll  highway,  bridge  or 
tunnel"  shall  mean  initial  construction  of  a 
highway,  bridge  or  tunnel  on  a  new  location 
at  any  time  before  it  is  open  to  traffic  and 
shall  not  include  any  improvements  to  a  toll 
highway  after  it  is  open  to  traffic.  TTie  State 
Highway  Department  must  agree,  for  toll 
bridges,  tunnels  and  highways,  that  toll  rev- 
enues unll  be  used  only  on  the  facility  tolled, 
and  only  for  construction  or  reconstruction 
costs,  or  for  the  costs  necessary  for  the 
proper  operation,  maintenance  and  debt 
service  of  the  facility  including  resurfacing, 
reconstruction,  rehabilitation,  and  restora- 
tion. Except  for  reconstruction  to  expand 
capacity,  toll  facilities  may  receive  Federal 
participation  under  this  subsection  once 
only  for  the  original  construction,  recon- 
struction, or  acquisitioTL  Toll  mileage  cre- 
ated under  this  subsection  shall  not  be  used 
to  increase  a  State's  apportionment  under 
any  apportionment  formula. 

"(c)  Funds  authorized  for  use  on  any  of 
the  Federal-aid  systems  including  the  Inter- 
state System  shall  t>e  available  for  obliga- 
tion on  projects  approaching  any  toll  road, 
bridge,  or  tunnel  to  a  point  where  the  ap- 
proach enters  the  main  lanes  of  the  toll  fa- 
cility or  toll  plaza,  whichever  occurs  first 
Construction,  reconstruction,  or  relocation 
of  toll  collection  equipment,  facilities,  plaza, 
or  related  facilities  shall  not  6e  eligible  for 


Federal  funds.  The  Secretary  may  permit 
Federal  participation  in  any  engineering 
and  fiscal  assessments,  traffic  analyses,  and 
preliminary  design  analyses  necessary  to  de- 
termine whether  a  privately  owned  toll  road, 
toll  bridge,  or  toll  tunnel  shall  be  acquired 
by  a  State  or  political  sul>diirision  thereof. 

"(did)  The  Secretary  may  permit  Federal 
participation  under  this  title  in  the  con- 
struction of  a  ferryboat,  whether  toll  or  free, 
subject  to  the  following  conditions: 

"(A)  It  is  not  feasible  to  build  a  bridge, 
tunnel,  combination  bridge-tunnel  or  other 
normal  highway  structure  in  lieu  of  use  of 
the  ferry. 

"(B)  The  operation  of  the  ferry  shall  lye  on 
the  Federal-aid  primary  sustem  other  than 
the  Interstate  System  or  the  Federal-aid  sec- 
ondary system. 

"(C)  The  ferry  shall  be  publicly  owned  and 
operated 

"(D)  The  operating  authority  and  the 
amount  of  fares  charged  for  passage  on  the 
ferry  shall  be  under  the  control  of  the  State, 
and  all  revenues  derived  therefrom  shall  be 
applied  to  actual  and  necessary  costs  of  op- 
eration, maintenance,  and  repair. 

"(E)  The  ferry  may  be  operated  only 
within  the  State  (including  the  islands 
which  comprise  the  State  of  Hawaii  and  the 
islands  which  comprise  the  Commonwealth 
of  Puerto  Rico)  or  ttetween  adjoining  States. 
Except  with  respect  to  operations  between 
the  islands  which  comprise  the  State  of 
Hawaii,  operations  between  the  islands 
which  comprise  the  Commonwealth  of 
Puerto  Rico,  operations  between  the  State  of 
Maine  and  its  off-shore  islands,  and  oper- 
ations between  any  two  points  in  Alaska 
and  between  Alaska  and  Washington,  in- 
cluding stops  at  appropriate  points  in  the 
Dominion  of  Canada,  no  part  of  the  ferry 
operation  shall  be  in  any  foreign  or  interna- 
tional waters. 

"(F)  The  ferry  shall  not  be  sold,  leased,  or 
otherwise  disposed  of  without  the  approval 
of  the  Secretary.  The  Federal  share  of  any 
proceeds  from  a  disposition  shall  be  credited 
to  the  unprogrammed  balance  of  Federal-aid 
highway  funds  of  the  same  class  last  appor- 
tioned to  the  State.  Any  amount  credited 
shall  be  in  addition  to  other  funds  appor- 
tioned to  the  State  and  shall  be  available  for 
obligation  in  accordance  with  the  provi- 
sions of  this  title. 

"(2)  The  Secretary  may  permit  Federal 
participation  under  this  title  in  the  con- 
struction of  a  project  constituting  an  ap- 
proach to  a  ferry,  whether  toll  or  free,  on  the 
Federal-aid  primary  system  other  than  the 
Interstate  System  or  the  Federal-aid  second- 
ary system.  The  ferry  may  be  either  publicly 
or  privately  owned  and  operated,  but  the  op- 
erating authority  and  the  amount  of  fares 
charged  for  passage  shall  be  under  the  con- 
trol of  a  State  agency  or  official,  and  all  rev- 
enues derived  from  publicly  owned  or  oper- 
ated ferries  shall  be  applied  to  payment  of 
the  cost  of  construction  or  acquisition,  'in- 
cluding debt  service,  and  to  actual  and  nec- 
essary costs  of  operation,  maintenance, 
repair,  and  replacement 

"(e)  Sums  apportioned  to  a  State  for  the 
Federal-aid  Interstate-primary  program  or 
for  Interstate  System  resurfacing  may  be  ob- 
ligated for  projects  for  resurfacing,  restor- 
ing, and  rehatrilitating  lanes  on  a  toll  road 
which  has  been  designated  as  a  part  of  the 
Interstate  System  if  an  agreement  satisfac- 
tory to  the  Secretary  of  Transportation  has 
been  reached  with  the  State  highway  depart- 
ment and  any  public  authority  with  juris- 
diction over  such  toll  road  prior  to  the  ap- 
proval of  such  project  that  the  toll  road  unll 


become  free  to  the  public  upon  the  collection 
of  tolls  sufficient  to  liquidate  the  cost  of  the 
toll  road  or  any  bonds  outstanding  at  the 
time  constituting  a  valid  lien  against  it, 
and  the  cost  of  maintenance  and  operation 
and  debt  service  during  the  period  of  toll 
collections.  The  agreement  referred  to  in  the 
preceding  sentence  shall  contain  a  provision 
requiring  that  if,  for  any  reason,  toll  road 
subject  to  an  agreement  does  not  become  free 
to  the  public  upon  collection  of  sufficient 
tolls,  as  specified  in  the  preceding  sentence. 
Federal  funds  used  for  projects  on  such  toll 
road  pursuant  to  this  subsection  sh(Ul  be 
repaid  to  the  Federal  Treasury  and  a  provi- 
sion requiring  that  if  such  repayment  does 
not  equal  or  exceed  Federal  funds  appor- 
tioned to  a  State  by  reason  of  including  toll 
road  mileage  in  an  apportionment  formula, 
the  State's  apportionment  shall  be  reduced 
by  the  amount  needed  to  make  the  repay- 
ment equal  such  apportionment 

"(f)(1)  Each  operator  of  toll  roads,  toll 
tunnels,  toll  ferries,  and  toll  bridges,  other 
than  an  international  toll  facility  or  toll  fa- 
cility subject  to  an  agreement  under  this  sec- 
tion or  section  105  of  the  Surface  Transpor- 
tation Assistance  Act  of  1978  on  a  Federal- 
aid  system  in  a  State  shall  biennially  certify 
to  the  Governor  of  the  State  that  such  facili- 
ties are  adequately  maintained  and  that  the 
operator  of  such  toll  facility  has  the  ability 
to  fund  the  replacement  or  repair  of  any 
such  facilities  that  are  not  adequately  main- 
tained xcithout  using  Federal-aid  highway 
funds.  Failure  to  certify  shall  preclude  Fed- 
eral funding  out  of  the  Highway  Trust  Fund 
of  any  facilities  ovmed  or  operated  by  the 
operator  of  such  toll  facility. 

"(2)  The  Governor  shall  report  biennially 
to  the  Secretary  the  toll  facilities  subject  to 
paragraph  (1)  of  this  subsection,  that  have 
so  certified  and  those  which  have  not  certi- 
fied in  accordance  with  paragraph  (1)  of 
this  subsection.  If  funds  from  the  Highway 
Trust  Fund  are  used  to  repair  or  replace 
such  toll  facilities,  the  States'  apportion- 
ments for  the  following  fiscal  year  under 
section  104  of  this  title  shall  be  reduced  by 
the  amount  of  Highway  Trust  Fund  moneys 
expended:  Provided,  That  such  reduction 
shall  not  be  made  if  the  State  has  executed 
an  agreement  covering  such  toll  facilities 
under  this  section  or  section  105  of  the  Sur- 
face Transportation  Assistance  Act  of 
1978. ". 

(c)  Upon  the  request  of  a  State  and  upon 
entering  into  an  agreement  that  toll  revenue 
vnll  be  used  only  on  the  facility  tolled,  con- 
struction and  reconstruction  costs,  or  for 
the  costs  necessary  for  the  proper  operation 
and  debt  service  of  the  facility,  including  re- 
surfacing, reconstruction,  rehabilitation, 
and  restoration,  pursuant  to  section  129(b) 
of  title  23,  United  States  Code,  as  amended 
by  this  section,  the  Secretary  of  Transporta- 
tion may  void  an  agreement  entered  into 
prior  to  the  enactment  of  this  section  under 
section  129  (a)  (d)  or  (e)  of  title  23,  United 
States  Code.  The  Secretary  shall  issue  rules 
and  regulations  regarding  the  voiding  of 
such  agreements  which  shall  be  limited  to 
insuring  future  operation  and  maintenance 
of  the  tolled  facility. 

RAIL  WA  Y-HIGHWA  Y  CROSSINGS 

Sec.  113.  (a)  Section  130  of  title  23,  United 
States  Code,  is  amended  by  adding  subsec- 
tioTis,  (d),  (e),  (f),  (g),  and  (h)  as  follows: 

"(d)  Each  State  shall  conduct  and  system- 
atically maintain  a  survey  of  all  highways 
to  identify  those  railroad  crossings  which 
may  require  separation,  relocation,  or  pro- 
tective devices,  and  establish  and  implement 
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a  scliedule  of  projects  for  this  purpose.  At  a 
minimum,  such  a  schedule  shall  provide 
signs  for  all  railroad-highway  crossings. 

"(e)  At  least  half  of  the  funds  authorized 
for  and  expended  under  this  section  shall  be 
available  for  the  installation  of  protective 
devices  at  railway-highway  crossings.  Sums 
authorized  to  be  appropriated  for  this  sec- 
tion shall  be  available  for  obligation  in  the 
same  manner  as  funds  apportioned  under 
section  104(d)(1)  of  title  23,  United  States 
Code. 

"(f)  25  per  centum  of  the  funds  authorized 
for  this  section  shall  be  apportioned  to  the 
States  in  the  same  manner  as  sums  appor- 
tioned under  section  104(d)(2)  of  title  23, 
United  States  Code,  25  per  centum  of  such 
funds  shall  be  apportioned  to  the  States  in 
the  same  manner  as  apportioned  under  sec- 
tion 104(d)(3)  of  title  23,  United  States  Code, 
and  50  per  centum  of  such  funds  shall  be  ap- 
portioned to  the  States  in  the  ratio  that 
total  rail-highway  crossings  in  each  State 
bears  to  the  total  of  such  crossings  in  all 
States.  The  Federal  share  payable  on  ac- 
count of  any  project  financed  with  funds  au- 
thorized for  this  section  shall  be  90  per 
centum  of  the  cost  thereof. 

"(g)  Each  State  shall  report  to  the  Secre- 
tary of  Transportation  not  later  than  De- 
cember 30  of  each  year  on  the  progress  being 
made  to  implement  the  railroad-highway 
crossings  program  authorized  by  this  sec- 
tion and  the  effectiveness  of  such  improve- 
ments. Each  State  report  shall  contain  an 
assessment  of  the  costs  of  the  various  treat- 
ments employed  and  subsequent  accident  ex- 
perience at  improved  locations.  The  Secre- 
tary of  Transportation  shall  submit  a  report 
to  the  Senate  Environment  and  Public 
Works  Committee  and  the  House  Public 
Works  and  Transportation  Committee  of  the 
Congress  not  later  than  April  1  of  each  year, 
on  the  progress  being  made  by  ttie  State  in 
implementing  projects  to  improve  railroad- 
highway  crossings.  The  report  shall  include, 
but  not  be  limited  to,  the  number  of  projects 
undertaken,  their  distribution  by  cost  range, 
road  systein,  nature  of  treatment,  and  subse- 
quent accident  experience  at  improt>ed  loca- 
tions. In  addition,  the  Secretary's  report 
shall  analyze  and  evaluate  each  State  pro- 
gram, identify  any  State  found  not  to  be  in 
compliance  with  the  schedule  of  improve- 
ments required  by  subsection  (d)  and  in- 
clude recommendations  for  future  impte- 
mentation  of  the  railroad  highway  crossings 
program. 

"(h)  Funds  authorized  for  this  section  may 
be  used  to  provide  local  government  with 
funds  to  be  used  on  a  matehing  basis  when 
State  funds  are  available  which  may  only  be 
spent  when  local  government  produces 
matehing  funds  for  the  improvement  of  rail- 
road crossings. ". 

(b)  Section  203  of  the  Highway  Safety  Act 
of  1973  is  repealed. 

STRATEOtC  HIOHWA  Y  RESEAJtCH  PROGRAM 

Sec.  114.  Title  23,  United  States  Code,  is 
amended  by  adding  section  133  as  follows: 
"§133.  Strate§ie  highwat  mearch  program 

"(a)  The  sums  provided  by  section  104(c) 
of  this  title  shall  be  available  for  obligation 
when  deducted  to  implement  the  Strategic 
Highway  Research  Program  (SHRP).  The 
Secretary  is  authorized  to  carry  out  the 
SHRP  in  cooperation  unth  the  State  high- 
looy  departments,  as  represented  by  the 
American  Association  of  State  Highway  and 
Transportation  Officials  (AASHTO).  The 
Secretary  shall  set  standards  to  use  the 
funds  under  this  paragraph  to  conduct  re- 
search, development  and  technology  transfer 
activities  determined  to  be  strategically  im- 


portant to  the  national  highway  transporta- 
tion system.  The  Secretary  may  provide 
grants  to,  and  enter  into  cooperative  agree- 
ments with,  AASHTO  and/or  the  National 
Academy  of  Sciences  to  conduct  appropriate 
portions  of  the  SHRP.  Advance  payments 
may  be  made  as  necessary  to  facilitate  this 
program.  No  State  matching  share  is  re- 
quired for  the  sums  made  available  under 
this  section.  The  sums  provided  by  this  sec- 
tion shall  be  combined  and  administered  by 
the  Secretary  as  a  single  fund  which  shall  be 
available  for  obligation  for  the  same  period 
as  funds  apjmrtioned  for  the  Federal-aid 
Interstate-Primary  Program. 

"(b)  The  Secretary  shall  transmit  a  report 
annually  beginning  on  January  1,  1988,  to 
the  Senate  Environment  and  Public  Works 
Committee  and  the  House  Public  Wor)cs  and 
Transportation  Committee  of  the  Congress 
which  provides  information  on  the  progress 
and  research  findings  of  the  Strategic  High- 
way Research  Program. 

"(c)(1)  The  remedy  against  the  United 
States  provided  by  sections  1346(b)  and  2672 
of  title  28,  United  States  Code,  for  injury, 
loss  of  property,  personal  injury,  or  death 
shall  apply  to  any  civil  action  against  the 
National  Academy  of  Sciences  for  injury, 
loss  of  property,  personal  injury,  or  death 
for  any  act  or  omission  arising  from  activi- 
ties conducted  under  or  in  connection  toith 
the  Strategic  Highway  .Research  Program 
authorized  under  subsection  (a)  of  this  sec- 
tion. 

"(2)  The  remedies  referred  to  in  paragraph 
(1)  shall  be  exclusive  of  any  other  civil 
action  or  proceeding  for  the  purpose  of  de- 
termining liability  arising  from  any  such 
act  or  omission  without  regard  to  when  the 
act  or  omission  occurred.  Employees  of  the 
National  Academy  of  Sciences  and  other  in- 
dividuals appointed  by  the  President  of  the 
National  Academy  of  Sciences  and  acting 
on  its  behalf  in  connection  unth  the  Strate- 
gic Highway  Research  Program  shall  be  con- 
sidered to  be  employees  of  the  Federal  Gov- 
ernment, as  provided  in  section  2671  of  title 
28,  United  States  Code,  for  the  purposes  of 
such  civil  action  or  proceeding;  and  the 
civil  action  or  proceeding  shall  proceed  in 
the  same  manner  as  any  action  against  the 
United  States  fited  pursuant  to  section 
1346(b)  of  such  title  and  shall  be  subject  to 
the  limitations  and  exceptions  applicable  to 
those  actions. 

"(3)  Upon  certification  by  the  Attorney 
General  that  a  suit  is  unthin  the  provisions 
of  subsection  (a),  a  civil  action  or  proceed- 
ing commenced  in  a  State  court  shall  be  re- 
moved iDithout  bond  at  any  time  before  trial 
by  the  Attorney  General  to  the  district  court 
of  the  United  States  for  the  district  and  divi- 
sion embracing  the  place  wherein  it  is  pend- 
ing and  the  proceeding  shall  6c  deemed  a 
tort  action  brought  against  the  United 
States  under  the  provisions  of  section 
1346(b),  2401(b),  or  2402.  or  sections  2671 
through  2680  of  title  28,  United  States  Code. 
For  purposes  of  removal,  the  certification  of 
the  Attorney  General  under  this  subsection 
shall  be  conclusive." 

SECTION  139  ROUTES 

Sec.  115.  The  last  sentence  of  section 
139(a),  the  fourth  sentence  of  139(b),  and  the 
last  sentence  of  section  139(c)  of  title  23, 
United  States  Code,  are  each  amended  by 
striking  "sections  104(b)(1)  arid 
104(b)(S)(B)"  and  inserting  in  lieu  thereof 
"section  104(d)(1)". 

OFF-SYSTEM  BRIDGE  PROGRAM 

Sec.  116.  Section  144,  title  23,  United 
States  Code,  is  amended  by  adding  a  new 
subsection  as  follows: 


"(n)  Notwithstanding  any  other  provision 
of  law,  with  respect  to  any  project  not  on  a 
Federal-aid  highway  system  for  the  replace- 
ment  of  a  bridge  or  rehabilitation  of  a 
bridge  which  is  wholly  funded  from  State 
and  local  sources,  is  eligibU  for  Federal 
funds  under  section  144  of  title  23,  United 
States  Code,  is  noncontroversial  is  certified 
by  the  State  to  have  been  carried  out  in  ac- 
cordance with  all  standards  applicable  to 
such  projects  under  section  144,  and  is  deter- 
mined by  the  Secretary  upon  comptetion  to 
be  no  longer  a  deficient  bridge,  any  amount 
expended  after  the  effective  date  of  this  sec- 
tion, from  such  State  and  local  sources  for 
such  project  in  excess  of  20  per  centum  of 
the  cost  of  construction  thereof  may  be  cred- 
ited to  the  non-Federal  share  of  the  cost  of 
the  projects  in  such  State  which  are  eligible 
for  Federal  funds  under  section  144,  in  ac- 
cordance unth  procedures  establisfied  by  the 
Secretary.". 

BRIDGE  REPLACEMENT  FUNDS 

Sec.  117.  (a)  Section  144,  Titte  23,  United 
States  Code,  is  further  amended  by  adding  a 
new  subsection  as  follows: 

"(o)(l)  Notwithstanding  any  other  provi- 
sion of  this  section  or  of  onv  other  provision 
of  law,  any  State  may  utilize  any  of  the 
funds  provided  under  this  section  to  con- 
struct any  bridge  which— 

"(A)  replaces  any  low-water  crossing  (re- 
gardtess  of  the  length  of  such  low-water 
crossing), 

"(B)  replaces  any  bridge  that  was  de- 
stroyed prior  to  1960,  or 

"(C)  replaces  any  ferry  which  was  in  exist- 
ence on  January  1,  1984. 

"(2)  The  Federal  share  payable  on  any 
bridge  construction  carried  out  under  para- 
graph 11)  shall  be  SO  percent  of  the  cost  of 
such  construction. ". 

(b)  The  amendment  made  by  subsection 
(a)  shall  apply  to  funds  apportioned  to  the 
States  for  fiscal  year  1987  or  or  any  subse- 
quent fiscal  year. 

HIGHWA  y  BEA  UTIFIC AVION 

Sec.  118.  (a)  Section  131  of  title  23,  United 
States  Code,  is  amended  as  follows— 

(1)  in  subsection  <b)— 

(A)  by  striking  "shall  be  reduced"  and  in- 
serting in  lieu  thereof  "may  be  reduced"; 
and 

(B)  by  striking  the  words  "equal  to  10"  in 
the  second  to  last  sentence,  by  inserting  in 
lieu  thereof  "up  to  5",  ond  by  striking  the 
last  sentence; 

(2)  in  subsection  (c)— 

(A)  by  striking  "(c)"  and  inserting  in  lieu 
thereof  "(c)(1)"  and  redesignating  clauses  1 
through  5  as  clauses  A  through  E; 

(B)  by  inserting  at  the  end  thereof  the  fol- 
lowing new  paragraphs— 

"(2)  As  part  of  effective  control  each  State 
sfiall  maintain  an  annual  inventory  of  all 
outdoor  advertising  signs,  displays,  and  de- 
vices required  to  be  controUed  pursuant  to 
this  section.  Such  inventory  shall  identify 
all  such  signs  as  either  illegal,  nonconform- 
ing, or  conforming  under  State  law.  An  in- 
i>entory  shcUl  not  be  required  in  States 
which  the  Secretary  determines  have  a 
permit  and  enforcement  system  which  re- 
quires a  permit  for  all  lawful  signs  required 
to  be  controUed  by  this  section  and  identi- 
fies  promptly  all  unlawful  signs. 

"(3)  As  part  of  effective  control  each  State 
shall  assure  that  signs,  displays,  and  devices 
required  to  be  removed  try  this  section  shall 
be  removed  within  ninety  days  of  (A)  the 
date  upon  which  they  become  unlawful  or  if 
not  unlawful,  the  date  upon  which  they 
must  6c  removed  pursuant  to  State  law,  or 
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<B).  if  eligible  to  receive  compensation  pur- 
suant to  this  section  or  to  be  amortized,  the 
date  upon  which  cash  compensation  is  paid, 
or  the  State  amortization  period  ends. 

"14)  As  part  of  effective  control,  no  State 
may  allow  or  undertake  any  vegetation  re- 
moval or  other  alteration  of  the  highway 
right-of-way  with  the  purpose  of  improving 
the  visibility  of  any  outdoor  advertising 
sign,  display  or  device  located  outside  of  the 
right-of-way. 

"(Sf  As  part  of  effective  control,  no  State 
may  permit  any  person  to  modify  any  out- 
door advertising  sign,  display,  or  device 
which  does  not  conform  to  subsections  (c)  or 
Id)  of  this  section  to  improve  its  visibility  or 
its  useful  life. 

"(6)  As  part  of  effective  control,  signs,  dis- 
plays and  devices  carrying  advertising 
which  is  required  to  include  a  warning  label 
in  other  advertising  media,  pursuant  to  a 
federal  law  or  regulation,  shall  be  required 
to  display  such  warning  label  so  that  it  is 
plainly  legible  from  the  main  traveled  way 
of  the  highway.": 

13/  in  subsection  id)  by  striking  "Id)",  by 
inserting  in  lieu  thereof  "ld)il)",  and  by 
adding  at  the  end  of  the  subsection  the  fol- 
lowing: 

"12)  After  July  I.  1986.  no  new  signs,  dis- 
plays or  devices  may  be  erected  under  the 
authority  of  this  subsectioru  Any  sign,  dis- 
play, or  device  lawfully  erected  under  State 
law  after  July  1,  1986,  and  prior  to  the  effec- 
tive date  of  this  section  shall  be  treated  as 
nonconforming. "; 

14)  in  subsection  le)  by  amending  subsec- 
tion le)  as  follows: 

"le)  The  Secretary  shall  not  require  a  State 
to  remove  any  lawfully  erected  sign,  display, 
or  device  which  does  not  conform  to  this  sec- 
tion and  is  lawfully  in  existence  on  the  date 
which  this  section  becomes  effective  pursu- 
ant to  section  117ib)  of  the  Federal-Aid 
Highway  Act  of  1986.  Nothing  in  this  subsec- 
tion shall  prevent  a  State  from  removing 
any  sign,  display,  or  device. ": 

15)  in  subsection  Ig)  by  amending  subsec- 
tion Ig)  to  read  as  follows: 

"lg)ll>  The  Secretary  may  participate  in 
the  costs  incurred  by  a  State  for  the  follow- 
ing: 

"lA)  physically  removing  signs,  displays, 
or  devices  that  are  located  in  areas  required 
to  be  effectively  controlled  by  this  section 
and  are  illegal  under  State  law  or  that  are 
required  by  this  section  to  be  removed  and 
that  were  lawfully  created  and  have  been 
lawfully  maintained  under  State  law. 

"IB)  acquiring  signs,  displays,  or  devices 
that  are  required  by  this  section  to  be  re- 
moved and  that  were  lawfully  erected  and 
have  been  lawfully  maintained  under  State 
law. 

"12)  Payments  made  to  a  State  by  the  Sec- 
retary may  be  made  for  the  removal  or  ac- 
quisition of  signs,  displays,  and  devices  lo- 
cated in  areas  adjacent  to  the  Federal-aid 
primary  system  and  the  Interstate  System 
from  funds  apportioned  to  such  State  under 
section  104ld)ll)  of  this  title.  For  the  remov- 
al or  acquisition  of  signs,  displays,  or  de- 
vices, the  Federal  share  of  any  costs  partici- 
pated in  under  this  subsection  shall  not 
exceed  that  set  forth  in  section  1201  a)  for 
those  adjacent  to  the  Federal-aid  primary 
system  and  that  set  forth  in  section  1201c) 
for  those  adjacent  to  the  Interstate  System. 

"13)  A  sign,  display,  or  device  acquired 
with  funds  made  available  pursuant  to  this 
section  may  be  disposed  of  by  sale  or  other 
means  to  a  private  party  only  if  the  State  re- 
ceives satisfactory  written  assurances  that 
the  material  wiU  not  be  used  to  construct  or 


reconstruct  an  outdoor  advertising  sign,  dis- 
play, or  device. ": 

16)  in  subsection  Ih)  by  striking  "Ih)",  by 
inserting  in  lieu  thereof  "lh)ll)",  and  by 
adding  at  the  end  the  following  new  para- 
graph: 

"12)  No  outdoor  advertising  sign,  display, 
or  device  shall  be  permitted  by  any  Federal 
agency  on  all  public  lands  or  reservations 
owned  or  controlled  by  the  United  States, 
unless  such  sign,  display,  or  device  conforms 
to  regulations  issued  by  the  Federal  agency 
with  jurisdiction  over,  or  responsibility  for. 
such  land.  Such  regulations  shall  be  at  least 
as  stringent  as  the  requirements  of  this  sec- 
tion and  the  requirements  of  the  State  in 
which  the  land  is  located.  The  regulations 
required  by  this  subsection  shall  be  devel- 
oped in  consultation  with  the  Secretary  of 
Transportation  and  shall  be  promulgated 
within  12  months  of  the  effective  date  of  this 
Act  ■•■ 

17)  in  subsection  Ik)  by  striking  the  words 
"Subject  to  compliance  with  subsection  Ig) 
of  this  section  for  the  payment  of  just  com- 
pensation, nothing"  and  inserting  in  place 
thereof  the  word  "Nothing":  and 

18)  by  repealing  subsections  In)  and  Ip). 
lb)  The  amendments  made  by  this  section 

shall  be  effective  on  December  31.  1988. 

MINIMUM  ALLOCATION 

Sec.  119.  la)  Section  157ia)  of  title  23. 
United  States  Code,  is  amended  to  read  as 
follows: 

"la)  Beginning  with  fiscal  year  1987.  as 
soon  as  practicable  after  the  date  of  enact- 
ment of  the  Federal-Aid  Highway  Act  of  1986 
and  in  each  of  the  fiscal  years  thereafter,  on 
October  1.  or  as  soon  as  possible  thereafter, 
the  Secretary  of  Transportation  shall  allo- 
cate among  the  States,  as  defined  in  section 
101  of  this  title,  amounts  sufficient  to 
ensure  that  a  State's  percentage  of  the  total 
apportionments  in  each  such  fiscal  year  and 
allocations  for  the  prior  fiscal  year  for  Fed- 
eral-aid highway  programs,  except  alloca- 
tions for  forest  highways,  Indian  reserva- 
tion roads,  and  parkways  and  park  roads  in 
accordance  with  section  202  of  this  title, 
highway  related  safety  grants  authorized  by 
section  402  of  this  title,  nonconstruction 
safety  grants  authorized  by  sections  402. 
406,  and  408  of  this  title,  and  Bureau  of 
Motor  Carrier  Safety  Grants  authorized  by 
section  404  of  the  Surface  Transportation 
Assistance  Act  of  1982,  shall  not  be  less  than 
85  per  centum  of  the  percentage  of  estimated 
tax  payments  attributable  to  highway  users 
in  that  State  paid  into  the  Highway  Trust 
Fund,  other  than  the  Mass  Transit  Account, 
in  the  latest  fiscal  year  for  which  data  are 
available. ". 

lb)  The  amendment  made  by  subsection 
la)  shall  become  effective  on  October  1,  1986. 

Ic)  Title  23,  United  States  Code,  section 
1571c)  is  amended  by  striking  the  "and"  that 
precedes  "September  30,  1986"  and  inserting 
after  "1986"  the  following:  ".  September  30. 
1987,  September  30.  1988.  September  30. 
1989,  and  September  30,  1990". 

FEDERAL-AID  INTERSTATE-PRIMARY  PROGRAM 

Sec.  120.  Title  23,   United  States  Code,  is 
amended  by  adding  section  159  as  follows: 
"§  IS9.  Federal-aid  Interttate-primary  program 

"la)  It  is  the  national  policy  to  bring  all 
elements  of  the  primary  system  up  to  stand- 
ards established  pursuant  to  section  109  of 
this  title.  To  accomplish  this  policy  the  Fed- 
eral-aid Interstate-primary  program  shall 
consist  of  projects  for  the  construction,  re- 
construction, rehabilitation,  restoration, 
and  resurfacing  or  improvement  of  the  pri- 
mary system  as  designated  in  section  1031a) 


of  this  title  and  the  Interstate  System  as  des- 
ignated in  section  103fc)ll)  and  section  139 
of  this  title. 

"lb)  In  approving  projects  under  this  sec- 
tion, the  Secretary  shall  give  consideration 
to  projects  to  complete  essential  gaps  on  the 
Interstate  System  and  for  the  reconstruc- 
tion, rehabilitation,  restoration,  and  resur- 
facing of  existing  highway  facilities.  Recon- 
struction may  include,  but  is  not  limited  to, 
the  addition  of  travel  lanes  and  the  con- 
struction and  reconstruction  of  inter- 
changes and  overcrossings  along  existing 
completed  Interstate  routes,  including  the 
acquisition  of  right-of-way  where  neces- 
sary. ". 

income  from  rights-of-wa  y 
Sec.  121.  Title  23.  United  States  Code,  is 
amended  by  adding  section  160  as  follows: 
"§  160.  Income  from  rights-of-way 

"Net  income  that  a  State  receives  from  the 
use,  lease,  or  sale  of  right-of-way  airspace 
acquired  as  a  result  of  a  project  under  this 
title  shall  be  used  by  the  State  for  projects  el- 
igible under  this  chapter. ". 

territorial  HIGHWA  Y  PROGRAM 

Sec.  122.  Subsection  If)  of  section  215  of 
title  23,  United  States  Code,  is  amended  to 
read  as  follows: 

"If)  The  provisions  of  chapter  1  of  this 
title  that  are  applicable  to  Federal-aid  Inter- 
state-Primary Program  funds  and  to 
projects  on  the  Federal-aid  primary  system 
other  than  the  Interstate  System  shall  apply 
to  funds  authorized  to  be  appropriated  to 
carry  out  this  section,  to  funds  obligated 
under  this  section  and  to  projects  carried 
out  under  this  section  except  as  determined 
by  the  Secretary  to  be  inconsistent  with  this 
section.  There  shall  be  designated  in  each 
territory,  a  territorial  Federal-aid  highway 
system  which  will  include  all  highways  eligi- 
ble for  funding  under  this  section.  The 
system  shall  be  designated  by  the  highway 
department  of  the  territory  and  be  subject  to 
the  approval  of  the  Secretary.  Funding  pro- 
vided under  this  section  shall  only  be  avail- 
able for  highway  construction  projects  on 
the  territorial  Federal-aid  system.  ". 
bicycle  projects  eligibility 

Sec.  123  The  second  sentence  of  section 
217lb)ll)  of  tiUe  23,  United  States  Code,  is 
amended  by  inserting  "and  sums  appor- 
tioned or  allocated  for  highway  substitute 
projects  in  accordance  urith  section 
103ie)i4)  of  this  title"  after  the  word  "title". 

HIGHWA  V  PLANNING  AND  RESEARCH 

Sec.  124.  Section  307lc)ll)  of  title  23. 
United  States  Code,  is  amended  by  inserting 
after  "section  104  of  this  title",  the  follow- 
ing: "and  for  highway  projects,  section 
103le)l4)". 

NATIONAL  HIGHWAY  INSTITUTE 

Sec  125.  Subsections  lb)  and  Ic)  of  section 
321  of  title  23,  United  States  Code,  are 
amended  to  read  as  follows: 

"lb)  Not  to  exceed  one-quarter  per  centum 
of  all  Federal-aid  Interstate- Primary  f^o- 
gram  funds,  apportioned  to  a  State  under 
section  104  of  this  title  shall  be  availabtefor 
expenditure  by  the  State  highway  depart- 
ment subject  to  approval  by  the  Secretary, 
for  payment  of  not  to  exceed  75  per  centum 
of  the  cost  of  tuition  and  direct  educational 
expenses  Ibut  not  travel  subsistence,  or  sal- 
aries) in  connection  unth  the  education  and 
training  of  State  and  local  highway  depart- 
ment employees  as  provided  in  this  section. 

"Ic)  Education  and  training  of  Federal, 
State,  and  local  highway  employees  author- 
ized by  this  section  shall  be  provided  by  the 
Secretary  at  no  cost  to  the  States  and  local 
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governments  for  those  subject  areas  which 
are  a  Federal  program  responsibility,  or,  in 
the  case  where  such  education  and  training 
are  to  be  paid  for  under  subsection  lb)  of 
this  section,  by  the  State,  subject  to  the  ap- 
proval of  the  Secretary,  through  grants  and 
contract  with  public  and  private  agencies, 
institutions,  individuals  and  the  Institute. ". 

RIGHT-OF-  WA  V  DONA  TION 

Sec.  126.  fa)  Notwithstanding  any  other 
provision  of  title  23,  United  States  Code,  the 
State  matching  share  for  a  project  under 
title  23,  United  States  Code,  may  be  credited 
by  the  fair  market  value  of  land  incorporat- 
ed into  the  project  and  lawfully  donated  to 
the  State  after  the  effective  date  of  this  sub- 
section. 77ie  fair  market  value  of  the  donat- 
ed land  shall  be  established  as  determined  by 
the  Secretary.  Fair  market  value  shall  not 
include  increases  and  decreases  in  the  value 
of  donated  property  caused  by  the  project 
For  purposes  of  this  subsection  the  fair 
market  value  of  donated  land  shall  be  estab- 
lished after  the  date  the  donation  becomes 
effective  or  when  equitable  title  to  the  land 
vests  in  the  State,  whichever  is  earlier.  TTiis 
subsection  shall  not  apply  to  donations 
made  by  an  ageniy  of  a  Federal,  State  or 
local  government  The  credit  received  by  a 
State  pursuant  to  this  subsection  may  not 
exceed  the  State's  matching  share  for  the 
project  to  which  the  donation  is  applied, 

(b)  Section  323  of  title  23,  United  States 
Code,  is  amended  by— 

fl)  inserting  after  "Donations."  an  "fa)"; 
and 

f2)  inserting  the  following  new  subsection: 

"fb)fl)  A  gift  or  donation  in  accordance 
with  subsection  fa)  may  be  made  at  any 
time  during  the  development  of  a  project' 
Provided,  That  any  document  executed  as 
part  of  such  donation  prior  to  the  approval 
of  an  environmental  document  prepared 
pursuant  to  the  National  Environmental 
Policy  Act  shall  clearly  indicate  that— 

"fi)  all  alternatives  to  a  proposed  align- 
ment will  be  studied  and  considered  pursu- 
ant to  the  National  Environmental  Policy 
Act; 

"fii)  acquisition  of  property  under  this 
subsection  shall  not  influence  the  environ- 
mental assessment  of  a  project  including  the 
decision  relative  to  the  need  to  construct  the 
project  or  the  selection  of  a  specific  location; 
and 

"(Hi)  any  property  acquired  by  gift  or  do- 
nation shall  be  revested  in  the  grantor  or 
successors  in  interest  if  such  property  is  not 
required  for  the  alignment  chosen  after 
public  hearings  and  completion  of  the  envi- 
ronmental document ". 

fc)  Section  4651  of  title  42,  United  States 
Code,  is  amended  as  follows: 

fl)  Insert  after  "programs"  in  the  first  sen- 
tence the  following  "to  promote  joint 
projects  between  States  and  landowners  and 
other  entities  in  order  to  maximise  Federal 
and  State  dollars". 

f2)  Insert  new  paragraph  (10)  as  follows: 

"(10)  Promotion  of  joint  projects  wherein 
private  citizens  and  other  governmental  en- 
tities participate  in  the  cost  through  land 
donations  and/or  financial  contributions  is 
consistent  with  Federal  policy  and  should  be 
encouraged  by  all  Federal  agencies.  To  this 
end  donations  of  right-of-way  and/or  finan- 
cial contributions  by  a  State  or  other  politi- 
cal subdivision,  or  any  person  is  permissi- 
ble. ". 

(d)  Notwithstanding  any  other  provision 
of  law,  the  fair  market  value  of  any  lands 
which  have  been  or  in  the  future  are  donat- 
ed or  dedicated  to  the  State  of  California 
necessary  for  the  right-of-way  for  relocation 


and  construction  of  California  State  Route 
73  in  Orange  County,  California,  from  its 
interchange  with  Interstate  Route  1-405  to 
its  interchange  with  Interstate  Route  1-5 
shall  be  included  as  a  part  of  the  cost  of 
such  relocation  and  construction  project 
and  shall  be  credited  first  toward  payment 
of  the  non-Federal  share  of  the  cost  of  such 
relocation  and  construction  project  If  the 
fair  market  value  of  such  lands  exceeds  the 
non-Federal  share  of  such  relocation  and 
construction  project  then  the  excess 
amount  upon  the  request  of  the  State  of 
California,  shall  be  credited  toward  the  non- 
Federal  share  of  the  cost  of  any  other  project 
on  the  Federal-aid  system  in  the  State  of 
California.  To  further  the  purposes  of  this 
section  and  section  323  of  title  23,  United 
States  Code,  any  recorded  irrevocable  offer 
of  dedication  or  donation  of  property 
within  the  right-of-way  shall  be  considered 
as  part  of  the  State  right-of-way  acquisition 
for  purposes  of  this  section  if  such  offer  is  ir- 
revocable and  effective  no  later  than  such 
time  as  the  State  of  California  requests  final 
reimbursement  for  the  Federal  share.  In  no 
case  shall  the  amount  of  Federal-aid  reim- 
bursement to  the  State  of  California  on  ac- 
count of  such  relocation  and  construction 
project  exceed  the  actual  cost  to  the  State  for 
such  project 

PROHIBITION  AGAINST  DISCLOSURE  AND  ADMIS- 
SION AS  EVIDENCE  OF  STATE  REPORTS  AND  SUR- 
VEYS 

Sec.    127.    Chapter  4  of  title   23.    United 
States  Code,  is  amended  by  adding  section 
409  as  follows: 
"§409.  Reports,  survey*;  diselosuret;  admis»ion  as 

evidence 

Notwithstanding  any  other  provision  of 
law,  reports,  surveys,  schedules,  lists,  or  data 
compiled  with  the  purpose  of  identifying, 
evaluating,  or  planning  the  safety  enhance- 
ment of  potential  accident  sites,  hazardous 
roadway  conditions,  or  rail-highway  cross- 
ings, pursuant  to  sections  130,  144,  and  152 
of  title  23,  United  States  Code,  or  for  the  de- 
velopment of  any  highway  safety  construc- 
tion improvement  project  which  may  be  im- 
plemented utilising  Federal-aid  highway 
funds  shall  not  be  admitted'into  evidence  in 
Federal  or  State  court  or  considered  for 
other  purposes,  in  any  action  for  damages 
arising  from  any  matter  occurrence  at  a  lo- 
cation mentioned  or  addressed  in  such  re- 
ports, surveys,  schedules,  lists  or  data. ". 

BUY  AMERICA 

Sec.  128.  Section  165fa)  of  the  Surface 
Transportation  Assistance  Act  of  1982.  is 
amended  to  read  as  follows: 

"Notwithstanding  any  other  provision  of 
law,  the  Secretary  of  Transportation  shall 
not  obligate  any  funds  authorised  to  be  ap- 
propriated by  this  Act  or  by  any  Act  amend- 
ed by  this  Act  or,  after  the  date  of  enactment 
of  this  Act  any  funds  authorised  to  be  ap- 
propriated to  carry  out  this  Act  title  23. 
United  States  Code,  the  Urban  Mass  Trans- 
portation Act  of  1964,  or  the  Surface  Trans- 
portation Assistance  Act  of  1978  and  admin- 
istered by  the  Department  of  Transporta- 
tion, for  projects  whose  total  cost  exceed 
$500,000.  unless  steel  and  manufactured 
products  used  in  such  projects  are  produced 
in  the  United  States. ". 

REGULATION  OF  TOLLS 

Sec.  129.  fa)  Section  4  of  the  General 
Bridge  Act  of  1906  f34  Stat  85,  33  U.S.C. 
494),  as  amended,  is  further  amended  by  de- 
leting the  last  sentence  thereof. 

(b)  Section  17  of  the  Act  of  June  10,  1930 
(46  Stat  552,  33  U.S.C.  498a),  as  amended,  is 
repealed 


(c)  Section  1  of  the  Act  of  June  27.  1930  (46 
Stat  821,  33  U.S.C.  498b),  as  amended,  is  re- 
pealed. 

(d)  Sections  1-5  of  the  Act  of  August  21, 
1935  (49  Stat  670.  33  U.S.C.  503-507).  as 
amended,  are  repealed. 

fe)  Sections  503  and  506  of  the  General 
Bridge  Act  of  1946  f60  Stat  847,  848,  33 
U.S.C.  526,  529),  as  amended,  are  repealed. 

(f)  Section  133  of  Public  Law  93-87  (87 
Stat  267.  33  U.S.C.  526al  is  repealed. 

fg)  Section  6  of  the  International  Bridge 
Act  of  1972  f86  Stat  732.  33  U.S.C.  535d)  w 
repealed. 

fh)  Section  6(gt(4)  of  the  Department  of 
Transportation  Act  (80  Stat  937,  49  U.S.C. 
1655(g)(4))  is  repealed 

(i)  Tolls  for  passage  or  transit  over  any 
bridge  constructed  under  the  authority  of 
the  Bridge  Act  of  1906,  as  amended,  the  Gen- 
eral Bridge  Act  of  1946.  as  amended,  and 
the  International  Bridge  Act  of  1972.  shall 
be  just  and  reasonable. 

INDIAN  EMPLOYMENT  AND  CONTRACTING 

Sec.  130.  Section  140  of  title  23.  United 
States  Code  is  amended  by  adding  the  fol- 
lowing: 

"(d)  Consistent  with  section  703(i)  of  the 
Civil  RighU  Act  of  1964.  Public  Law  88-352, 
78  Stat  241.  July  2.  1964.  nothing  in  this 
section  shall  preclude  the  preferential  em- 
ployment of  Indians  living  on  or  near  a  res- 
ervation on  projects  and  contracts  on 
Indian  reservation  roads.  The  Secretary 
shall  cooperate  with  Indian  tribal  govern- 
ments and  the  States  to  implement  this  sub- 
s:ection. ". 

DISADVANTAGED  BUSINESS  ENTERPRISE  PROGRAM 

Sec.  131.  fa)  Contracting  Goal.— Except 
as  the  Secretary  determines  otherwise,  not 
less  than  10  per  centum  of  the  amounts  au- 
thorised to  be  appropriated  under  this  title 
or  obligated  under  title  1  of  Public  Law  97- 
424  after  the  effective  date  of  this  Act  shall 
be  expended  with  small  business  concerns 
owned  and  controlled  by  socially  and  eco- 
nomically disadvantaged  individuals. 

(b)  Definitions.— For  the  purposes  of  this 
section: 

(1)  "disadvantaged  business  enterprise" 
means  a  small  business  concern  owned  and 
controlled  by  socially  and  economically  dis- 
advantaged individuals; 

(2)  "small  business  concern"  is  defined  by 
section  3  of  the  Small  Business  Act  (15 
U.S.C.  632).  except  that  a  small  business 
concern  shall  not  include  any  concern  or 
group  of  concerns  controlled  by  the  same  so- 
cially and  economically  disadvantaged  indi- 
vidual or  individuals  which  has  annual  av- 
erage gross  receipts  in  excess  of  tlO  million, 
as  adjusted  by  the  Secretary  for  inflation; 
and 

(3)  "socially  and  economically  disadvan- 
taged individuals"  is  defined  by  section 
8(d)(2)(C)  of  the  Small  Business  Act  (15 
U.S.C.  637(d)(2)(C).  except  that  women  shall 
be  presumed  to  6e  socially  and  economically 
disadvantaged  individuals. 

(c)  Technical  Assistance.— Amounts  ex- 
pended for  technical  assistance  to  benefit 
disadvantaged  business  enterprises  may  be 
used  to  meet  up  to  10  per  centum  of  the 
amounts  required  to  be  expended  on  a  con- 
tract or  subcontract  with  a  disadvantaged 
business  enterprise  under  the  provisions  of 
this  section. 

(d)  Uniform  Certification.— TTie  Secretary 
shall  establish  minimum  uniform  criteria 
for  State  governments  to  use  in  certifying 
whether  a  concern  is  a  disadvantaged  busi- 
ness enterprise  for  the  purposes  of  this  sec- 
tion. Such  minimum  uniform  criteria  shall 
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include  but  not  be  limited  to  on-site  visits, 
personal  interviews,  licenses,  analysis  of 
stock  oronership,  listing  of  eguipment,  anal- 
ysis of  bonding  capacity,  listing  of  work 
completed,  resume  of  principal  owners,  fi- 
nancial capacity,  and  type  of  work  pre- 
ferred, 
(e)  Level  of  Effort  by  Subcontractors.— 

11)  Amounts  expended  toith  a  disadvan- 
taged business  enterprise  for  subcontracting 
work  shall  not  be  used  to  meet  any  part  of 
the  goal  established  by  this  section  unless 
such  enterprise  performs  with  its  own  orga- 
nization subcontract  work  amounting  to 
not  less  than  30  per  centum  of  the  subcon- 
tract price  not  including  materials  and  sup- 
plies. 

12)  A  State  government  may  reduce  the  30 
per  centum  reguirement  of  paragraph  (1)  for 
a  particular  contract  if  it  determines  that 
such  a  reduction  would  be  in  the  public  in- 
terest and  that  the  level  of  effort  by  the  dis- 
advantaged business  enterprise  is  consistent 
vnth  industry  practice  by  sut>contractors  for 
the  type  of  work  involved 

(3)  Except  for  contracting  arrangements 
approved  in  advance  by  the  State  govern- 
ment, any  payments  from  a  disadvantaged 
business  enterprise  to  the  prime  contractor 
or  any  affiliate  shall  not  be  used  to  meet  any 
part  of  the  goal  established  by  this  section. 

If)  Prime  Contracts.— Except  as  the  Secre- 
tary determines  otherwise,  amounts  equal  to 
not  less  than  5  per  centum  in  1988.  not  less 
than  7  per  centum  in  1989  and  not  less  than 
10  per  centum  in  1990,  of  the  goal  estab- 
lished by  this  section  for  a  State  shall  be  ex- 
pended on  contracts  directly  between  a  State 
government  and  a  disadvantaged  business 
enterprise. 

Ig)  Appucabiuty.— Section  lOSif)  of  Public 
Law  97-424  shall  not  apply  to  amounts  au- 
thorized under  title  1  of  such  Act  and  obli- 
gated after  the  effective  date  of  this  Act 
release  of  condition  relating  to 
conveyance  of  a  certain  highway 

Sec.  132.  Notwithstanding  paragraph  11) 
of  subsection  lb)  of  section  146  of  the  Feder- 
al-Aid Highway  Act  of  1970  184  Stat  1739) 
and  any  agreement  entered  into  under  such 
subsection,  no  conveyance  of  any  road  or 
portion  thereof  shall  be  required  to  be  made 
under  such  paragraph  or  agreement  to  the 
State  of  Maryland  and  the  State  of  Mary- 
land shall  not  be  required  to  accept  convey- 
ance of  any  such  road  or  portion.  Funds  au- 
thorized by  such  section  may  be  obligated 
and  expended  without  regard  to  any  require- 
ment of  such  paragraph  or  agreement  that 
such  conveyance  be  made. 

waste  isolation  pilot  project 

Sec.  133.  For  the  fiscal  year  ending  Sep- 
tember 30,  1986,  and  thereafter,  there  is  au- 
thorized to  be  appropriated  $58,000,000  to 
remain  available  until  expended  for  the  up- 
grading of  certain  highways  in  the  State  of 
New  Mexico  for  the  transportation  of  nucle- 
ar waste  generated  during  defense-related 
activities. 

obuqation  umitation 

Smc.  134.  la)  Notwithstanding  any  other 
provisions  of  law,  the  total  of  all  obligations 
for  Federal-aid  highways  and  highway 
safety  construction  programs  shall  not 
exceed— 

11)  tl2,350,000.000  for  fiscal  year  1987; 

12)  $12,350,000,000  for  fiscal  year  1988; 

13)  $12,350,000,000  for  fiscal  year  1989; 
artd 

14)  $12,350,000,000  for  fUcal  year  1990. 
These  limitations  shall  not  apply  to  obliga- 
tions for  emergency  relief  under  section  125 
of  title  23.  United  States  Code,  and  projects 


under  section  157  of  title  23.  United  States 
Code. 

lb)  For  each  of  the  fiscal  years  1987,  1988, 
1989  and  1990,  the  Secretary  of  Transporta- 
tion shall  distribute  the  limitation  imposed 
by  subsection  la)  by  allocation  in  the  ratio 
which  sums  authorized  to  be  appropriated 
for  Federal-aid  highways  and  highway 
safety  construction  which  are  apportioned 
or  allocated  to  each  State  for  such  fiscal 
year  bears  to  the  total  of  the  suTns  author- 
ized to  be  appropriated  for  Federal-aid  high- 
ways and  highway  safety  construction 
which  are  apportioned  or  allocated  to  all  Uie 
States  for  such  fiscal  year. 

Ic)  During  the  period  October  1  through 
December  31.  1986.  no  State  shall  obligate 
more  than  35  per  centum  of  the  amount  dis- 
tributed to  such  State  under  subsection  lb) 
for  fiscal  year  1987,  and  the  total  of  all  State 
obligations  during  such  period  shall  not 
exceed  25  per  centum  of  the  total  amount 
distributed  to  all  States  under  such  subsec- 
tion for  such  fiscal  year. 

Id)  Notwithstanding  subsections  lb)  and 
Ic),  the  Secretary  shall— 

11)  provide  all  States  with  authority  suffi- 
cient to  prevent  lapses  of  sums  authorized  to 
be  appropriated  for  Federal-aid  highways 
and  highway  safety  construction  which 
have  been  apportioned  or  allocated  to  a 
State; 

12)  after  August  1  of  each  of  the  fiscal 
years  1987.  1988,  1989,  and  1990  revise  a  dis- 
tribution of  the  funds  made  available  under 
subsection  lb)  for  such  fiscal  year  if  a  State 
will  not  obligate  the  amount  distributed 
during  such  fiscal  year  and  redistribute  suf- 
ficient amounts  to  those  States  able  to  obli- 
gate amounts  in  addition  to  those  previoxis- 
ly  distributed  during  such  fiscal  year  giving 
priority  to  those  States  having  large  unobli- 
gated balances  of  funds  apportioned  under 
section  104  of  title  23.  United  States  Code, 
and  giving  priority  to  those  States  whicfu 
because  of  statutory  changes  made  by  the 
Surface  Transportation  Assistance  Act  of 
1982  and  the  Federal-Aid  Highway  Act  of 
1981.  have  experienced  substantial  propor- 
tional reductions  in  their  apportionments 
and  allocations;  and 

13)  not  distribute  amounts  authorized  for 
administrative  expenses.  Federal  lands  high- 
ways, and  the  Strategic  Highway  Research 
Program. 

historic  bridges 

Sec.  135.  la)  Congress  hereby  finds  and  de- 
clares it  to  be  in  the  national  interest  to  en- 
courage the  rehabilitation,  reuse  and  preser- 
vation of  bridges  significant  in  American 
history,  architecture,  engineering  and  cul- 
ture. Historic  bridges  are  important  links  to 
OUT  past,  serve  as  safe  and  vital  transporta- 
tion routes  in  the  present,  and  can  represent 
significant  resources  for  the  future. 

lb)  The  Secretary  shall,  in  cooperation 
with  the  State,  implement  the  programs  de- 
scritfed  in  section  144  of  this  title  in  a 
manner  that  encourages  the  inventory,  re- 
tention, rehatrilitation,  adaptive  reuse  and 
future  study  of  historic  bridges. 

Ic)  The  Secretary  shall  require  each  State 
to  complete  an  inventory  of  all  bridges  on 
and  off  the  Federal-aid  system  to  determine 
their  historic  significance. 

Id)  Reasonable  costs  associated  xoith  ac- 
tions to  preserve,  or  reduce  the  impact  of  the 
project  on,  the  historic  integrity  of  historic 
bridges  which  continue  to  be  used  for  motor- 
ized vehicular  traffic  shall  be  eligible  as 
reimburseable  project  costs,  including 
projects  authorized  pursuant  to  section  144 
of  title  23,  provided  that  the  load  capacity 
and  safety  features  of  the  resulting  bridge 


are  adequate  to  serve  the  intended  use  for 
the  life  of  the  facility.  Funding  pursuant  to 
section  144  of  this  title  for  actions  to  pre- 
serve, or  reduce  the  impact  of  the  project  on, 
the  historic  integrity  of  historic  bridges 
which  are  no  longer  used  for  motorized  ve- 
hicular traffic  shall  not  exceed  the  estimated 
cost  of  demolition. 

le)  Any  State  which  proposes  to  demolish  a 
historic  bridge  for  a  replacement  project 
with  funds  made  available  pursuant  to  sec- 
tion 144  of  title  23,  shall  make  the  bridge 
available  for  donation  to  a  State,  locality, 
or  responsible  private  entity  provided  such 
State,  locality,  or  responsible  entity  enters 
into  an  agreement  to- 
ll) maintain  the  bridge  and  the  features 
that  give  it  its  historic  significance  and 

12)  assume  all  future  legal  and  financial 
responsibility  for  the  bridge,  which  may  in- 
clude an  agreement  to  hold  the  State  high- 
way agency  harmless  in  any  liability  action 
Costs  incurred  by  the  State  to  preserve  the 
historic  bridge,  including  funds  made  avail- 
able to  the  State,  locality,  or  private  entity 
to  enable  it  to  accept  the  bridge,  shall  be  eli- 
gible project  costs  under  chapter  1  of  title  23 
up  to  an  amount  not  to  exceed  the  cost  of 
demolition.  Any  bridge  preserved  pursuant 
to  this  subsection  shall  thereafter  not  be  eli- 
gible for  any  other  funds  authorized  pursu- 
ant to  this  title. 

If)  For  purposes  of  this  section,  'historic 
bridge"  means  any  bridge  that  is  listed  on, 
or  eligible  for  listing  on,  the  National  Regis- 
ter of  Historic  Places. 

Ig)  The  Secretary  of  Transportation  shall 
make  appropriate  arrangements  with  the 
Transportation  Research  Board  of  the  Na- 
tional Research  Council  to  carry  out  a  study 
of  the  section  144  bridge  program's  effect  on 
the  preservation  and  rehabilitation  of  his- 
toric bridges.  The  Transportation  Research 
Board  shall  also  develop  recommendations 
of  specific  standards  which  shall  apply  only 
to  the  rehatrilitation  of  historic  bridges,  and 
shall  provide  an  analysis  of  any  other  fac- 
tors which  would  serve  to  enhance  the  reha- 
bilitation of  historic  bridges. 
forest  highwa  ys 
Sec.  136.  Notwithstanding  section  2021a) 
of  title  23.  United  States  Code,  the  Secretary 
of  Transportation  shall  after  making  the 
transfer  provided  by  section  204lg)  of  title 
23,  United  States  Code,  on  October  1,  of  each 
of  the  fiscal  years  ending  September  30, 
1987.  September  30.  1988.  September  30. 
1989.  and  September  30.  1990,  allocate  66  per 
centum  of  the  remainder  of  the  authoriza- 
tion for  forest  highways  provided  for  that 
fiscal  year  by  this  Act  in  the  same  percent- 
age as  the  amounts  allocated  for  expendi- 
ture in  each  State  and  the  Commonwealth  of 
Puerto  Rico  from  funds  authorized  for  forest 
highways  for  the  fiscal  year  ending  June  30, 
1958.  adjusted  to  11)  eliminate  the 
0.003.243,547  per  centum  for  the  State  of 
Iowa  to  the  State  by  deed  executed  May  26. 
1964.  and  12)  redistribute  the  above  percent- 
age formerly  apportioned  to  the  State  of 
Iowa  for  other  participating  States  on  a  pro- 
portional basis.  The  remaining  funds  au- 
thorized to  be  appropriated  for  forest  high- 
ways for  such  fiscal  years  shall  be  allocated 
pursuant  to  section  2021a)  of  title  23,  United 
States  Code. 

WILDFLOWERS 

Sec.  137.  Section  319  of  title  23,  United 
States  Code,  is  amended  by  inserting  an 
"la)"  after  section  319  and  inserting  the  fol- 
lowing new  subsection: 

"lb)  The  Secretary  shall  require  the  plant- 
ing of  native  wildflower  seeds  and/or  seed- 
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lings as  part  of  any  landscaping  project 
under  this  section.  At  least  one-quarter  per 
centum  of  the  funds  expended  for  landscap- 
ing projects  shall  be  used  for  such  plantings. 
The  requirements  of  this  subsection  may  be 
waived  by  the  Secretary  if  the  State  certifies 
that  such  native  wiUlflowers  or  seedlings 
cannot  be  groum  satisfactorily  or  planting 
areas  are  limited  or  oliierwise  used  for  agri- 
cultural purposes.  Nothing  in  this  subsec- 
tion shall  be  construed  to  prohibit  the  ac- 
ceptance of  native  wild/lower  seeds  or  seed- 
lings donated  by  civic  organizations  or 
other  organizations  and  individuals  to  be 
used  in  landscaping  projects. ". 

COMB/NED  ROAD  PLAN  DEMONSTRATION  PROGRAM 

Sec.  138.  (a)  The  Secretary  of  Transporta- 
tion, in  cooperation  with  up  to  10  States, 
shall  conduct  a  Comlnned  Road  Plan  Dem- 
onstration to  test  the  feasibility  of  ap- 
proaches for  combining,  streamlining  and 
increasing  the  flexibility  in  the  administra- 
tion of  the  Federal-aid  secondary.  Federal- 
aid  urban  and  off-system  urban  and  second- 
ary bridge  programs.  The  demonstration 
shall  place  as  much  responsibility  as  feasi- 
ble with  State  and  local  governments  includ- 
ing, but  not  limited  to,  the  granting  of 
design  exceptions  and  the  conduct  of  final 
inspections. 

(b)  As  soon  as  is  practicable,  upon  comple- 
tion of  the  demonstration  project,  the  Secre- 
tary of  Transportation  shall  submit  a  report 
to  the  Congress  evaliMting  the  effectiveness 
of  the  demonstration  and  making  needed 
recommendations. 

CAUFORNU  EMERGENCY  REUEF 

Sec.  139.  Section  12S(b)  of  title  23.  United 
States  Code,  is  amended  by  striking 
"tSO.OOO.OOO"  and  inserting  in  lieu  thereof 
"tSS.OOO.OOO"  and  the  following:  "(or 
$100,000,000  vrith  respect  to  natural  disas- 
ters and  catastrophic  failures  occurring  in 
calendar  year  1986 J". 

PRIORITY  PROJECTS 

Sec.  140.  (a)  Notunthstanding  any  other 
provisions  of  title  23  pertaining  to  the 
transfer  of  Federal-aid  program  funds,  the 
Secretary  of  Transportation  shall  carry  out 
the  follotoing  projects  if  requested  by  a  State 
highway  department  and  if  designated  as 
part  of  a  Federal-aid  system; 

(1)  The  Broadway-Chinden  Connector  in 
Idaho,  connecting  Interstate-184  with 
Broadway  Avenue,  to  increase  the  access  to 
downtown  Boise  and  the  Interstate; 

(2)  U.S.  59  Highway  Corridor  in  Texas, 
from  Texarkana  to  Houston  to  Beeville; 

(3)  The  Brunsunck-Topsham  Bypass  in 
Maine,  a  limited  access  highway  providing 
increased  access  from  Interstate  95  to 
Brunswick  Naval  Air  Station  and  Bath  Iron 
Works; 

(4)  The  Long  Island  Expressway  Fourth 
Lane  Study  to  examine  the  feasibility  of 
adding  a  fourth  lane  in  each  direction  to  I- 
495  in  New  York; 

(5)  The  Nassau  Expressway  in  New  York, 
extending  from  Bumside  Avenue  to  Broad- 
way; 

(6)  The  Westchester  Parkway  in  New  York, 
to  widen  the  segment  between  the  Haw- 
thorne Interchange  and  Washburn  Road,  re- 
construct the  southbound  lanes  in  the  vicin- 
ity of  Pleasantville  Road,  and  reconstruct 
the  Pleasantville  Road  interchange; 

(7)  The  Lockport  Expressway  in  New  York, 
to  relocate  the  terminus  of  the  Lockport  Ex- 
pressway (1-990)  and  construct  an  inter- 
change at  its  new  terminus  at  MiUersport 
Highway  in  Erie  County,  New  York; 

(8)  The  Sunrise  Highway  in  New  York, 
from  Wheeler  Road  to  Veterans'  Memorial 


Highway    in    the    Tovm   of  Islip,    Suffolk 
County,  New  York; 

(9)  The  Southern  Tier  Expressway  in  Steu- 
ben County,  New  York; 

(10)  Fuhrman  Boulevard,  an  cuscess  road 
which  parallels  Lake  Erie  along  the  outer 
harbor  in  the  City  of  Buffalo,  New  York; 

(11)  Access  highways  to  public  recreation 
areas  on  certain  lakes  and  State  parks  in 
order  to  accommodate  present  and  projected 
traffic  density— 

(A)  Morton  County:  SI. 8  miUion  for  bridge 
replacement  and  access  road  to  Sweetbriar 
and  Crown  Butte  Lakes,  North  Dakota; 

(B)  Mercer  County:  tl.2  million  for  access 
road  to  Hazen  Bay,  Lake  Sakakawea,  North 
Dakota; 

(C)  Ransom  County:  S3.0  million  for 
access  road  to  Fort  Ransom  State  Park. 
North  Dakota; 

(D)  Benson/Ramsey  Counties:  $3. 7  million 
for  access  road  to  Tri-County  Park.  Devils 
Lake  Recreation  Areas,  North  Dakota; 

(E)  Mountrail  County:  $2.8  million  for 
access  road  to  Parshall  Bay,  Lake  Sa- 
kakawea, North  Dakota; 

(F)  Emmons  County:  $5.9  million  for 
access  road  to  Lake  Oahe  and  numerous 
bays.  North  Dakota; 

(G)  McKenzie  County:  $.8  million  for 
access  road  to  several  bays  on  Lake  Sa- 
kakawea  near  the  city  of  Charlson,  North 
Dakota; 

(H)  Grand  Forks  County:  $.8  miUion  for 
access  road  to  Larimore  Dam  Recreation 
Areas.  North  Dakota; 

(I)  Grand  Forks  County:  $1  million  for 
access  road  to  Fordville  Dam  Recreation 
Area,  North  Dakota; 

(J)  Steele  County:  $1.6  million  for  ax:cess 
road  to  Golden  Lake  Recreation  Areas, 
North  Dakota; 

(K)  McKenzie  County:  $.8  million  for 
access  road  to  several  bays  on  Lake  Sa- 
kakawea near  U.S.  Highway  85  south  of  the 
City  of  Williston.  North  Dakota; 

(L)  Bottineau/Renville  Counties:  $1.6  mil- 
lion for  access  road  to  U.S.  Fish  and  Wild- 
life Lake  Darling  Refuge,  North  Dakota;  and 

(M)  Mountrail  County:  $.6  million  for 
access  road  to  Van  Hook  Bay,  Lake  Sa- 
kakawea, North  Dakota; 

(12)  Stark/Hettinger  Counties:  $8.1  mil- 
lion for  secondary  road  improvements  serv- 
ing a  regional  grain  terminal  at  Gladstone, 
North  Dakota; 

(13)  For  a  new  route  from  Los  Alamos, 
New  Mexico  to  Santa  Fe,  New  Mexico; 

(14)  For  work  on  U.S.  70  in  the  State  of 
New  Mexico  from  Las  Cruces,  New  Mexico  to 
Texico,  New  Mexico; 

(15)  A  project  on  the  Federal-aid  urban 
system  between  a  railroad  line  and  a  high- 
way in  the  vicinity  of  Moorhead,  Minnesota; 

(16)  A  highway  project  in  Pine  City,  Min- 
nesota, to  construct  an  interchange  between 
a  highway  on  the  Interstate  System  and  a 
county  State-aid  highway; 

(1 7)  A  reconstruction  of  an  access  road  to 
Voyageurs  National  Park,  Minnesota; 

(18)  A  highway  project  for  the  construc- 
tion of  an  access  road  from  County  Road 
413  in  St.  Louis  County,  Minnesota,  to  a  rec- 
reational complex  on  the  Bois  Forte  Chippe- 
wa Reservation  (Vermilion  Sector); 

(19)  A  project  for  the  design  and  site  loca- 
tion for  the  replacement  of  the  Bloomington 
Ferry  Bridge,  located  in  Hennepin  and  Scott 
Counties.  Minnesota;  and 

(20)  A  project  for  construction  of  a  high- 
way connecting  Aurora-Hoyt  Lakes  and 
Silver  Bay,  Minnesota. 

(21)  Interstate  connector  from  1-95  near 
Florence,  South  Carolina  to  U.S.  17,  north  of 


Myrtle  Beach,  South  Carolina  to  allow  in- 
creased access  to  the  Grand  Strand. 

(22)  The  South  Caroline  portion  of  the 
Bobby  Joines  Expressway  by-pass  from  1-20 
near  North  Augusta,  South  Carolina  south 
across  the  Savannah  River  into  Georgia, 
where  it  connects  with  1-520. 

(23)  Up  to  $14.5  million  to  carry  out  a 
highway  project  in  the  vicinity  of  Sanford, 
Florida,  to  demonstrate  methods  of  reducing 
costs  and  expediting  construction  of  an 
interchange  between  Florida  State  Route 
46A  and  a  highway  on  the  Interstate  System 
by  contracting  with  a  private  consultant  to 
design  and  construct  such  project 

(24)  To  reconstruct  and  rehabilitate  the 
Eugene  Talmade  Memorial  Bridge,  a  func- 
tionally obsolete  bridge  which  is  located  in 
Savannah,  Georgia  and  crosses  the  Savan- 
nah River. 

(251  In  Lawrence.  Kansas,  a  by-pass 
project  which  is  a  model  for  its  cost-sharing 
arrangement  and  economic  development 
goals. 

(26)  In  Wichita.  Kansas,  the  replacement 
of  a  conventional  intersection  of  tv>o  heavi- 
ly travelled  streets  at  Kellogg  and  Oliver 
unth  a  new  low-cost  European  fly-over 
design  for  the  interchange. 

(27)  In  Olathe.  Kansas,  the  119th  Street 
Interchange  to  correct  a  dangerous  inter- 
change. 

(28)  In  Emporia,  Kansas,  a  new  Prairie 
Street  overpass  to  overcome  existing  flood 
conditions. 

(29)  In  Sparks,  Nevada,  for  the  purpose  of 
demonstrating  the  efficacy  of  improving 
traffic  flow  conditions  on  various  adjacent 
interchanges  and  local  streets  by  construct- 
ing a  new  interchange  and  approahces  on 
an  east-west  highway  on  the  Interstate 
System  and  a  four-lane  highway  not  on  such 
system  which  could  serve  as  a  t>eltway. 

(30)  In  the  State  of  Arkansas  on  a  segment 
of  a  north-south  highway  on  the  Federal-aid 
primary  system  from  the  vicinity  of  the 
junction  of  Interstate  routes  1-40  and  1-540 
to  the  boundary  betu>een  the  State  of  Arkan- 
sas and  Missouri  in  the  vicinity  of  Bella 
Vista.  Arkansas. 

(31)  In  the  vicinity  of  Fort  Smith  Arkan- 
sas, to  widen  a  segment  of  the  Federal-aid 
urban  system  and  tmprofc  signalizatiorL 

(32)  In  the  vicinity  of  Jonesboro.  Arkansas 
for  the  construction  of  four  grade  separa- 
tions on  a  four-lane  bypass  route  for  demon- 
stration methods  of  improving  highway 
safety. 

(33)  In  Kansas  City.  Missouri,  the  South 
Midtown  Roadway,  a  north-south  route  on 
the  Federal-aid  Primary  System. 

(34)  In  SL  (diaries  County.  Missouri,  a 
bypass  highway  to  connect  an  east-west 
Interstate  route  unth  the  Interstate  beltway 
around  St  Louis,  Missouri 

(35)  A  segment  of  north-south  highioay  on 
the  Federal-Aid  Primary  System  from  the  vi- 
cinity of  Carthage.  Missouri,  to  the  bounda- 
ry between  the  States  of  Arkansas  and  Mis- 
souri in  the  mcinity  of  Noel,  Missouri,  in- 
creasing the  number  of  larus  on  such  seg- 
ment from  tiDO  to  four. 

(36)  A  106-mile  highway  on  the  Federal-aid 
Primary  system  in  Missouri.  Beginning  in 
the  vicinity  of  Columbia  and  ending  in  the 
vicinity  of  Lancaster. 

(37)  Construction  of  the  New  Rir>er  Park- 
way in  West  Virginia,  a  two-lane  scenic 
highway  through  the  New  River  Gorge  Na- 
tional River  area  connecting  unth  Interstate 
64. 

(38)  To  improve  the  Peachtree  Industrial 
Boulevard  from  1-285  to  S.R.  141  in  Atlanta, 
Georgia. 
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(39/  A  ten  mile  extension  from  the  Blue 
Ridge  Parkway  to  the  Explore  Project  (a 
5,000  acre  tourist  destination  located  in  the 
Roanoke  Valley  in  utestem  Virginia). 

140)  The  restoration  of  the  Martin  Luther 
King  bridge  connecting  the  metro  east  area 
in  niiniois  and  SL  Louis.  Missouri. 

<41)  The  improvement  of  the  Builder  High- 
way in  Henderson,  Nevada  creating  a  lands- 
caped environment 

142)  Highway  bridge  at  Lock  &  Dam  4 
near  Pine  Bluff.  Arkansas. 

143)  The  extension  of  1-49  for  6. 7  miles  in 
the  Shreveport  and  Lafayette.  Louisiana  vi- 
cinities. 

(44)  The  Cline  Avenue/I-94  Interchange  in 
East  Chicago.  Indiana. 

(45)  The  demonstration  of  the  state  of  the 
art  highway  technologies  on  U.S.  220  in 
Blair  County.  Pennsylvania. 

(46)  The  Basin  Street  Railroad  Crossing. 
To  secure  funding  for  a  railroad  grade  cross- 
ing project  in  Allentown.  Pennsylvania. 

(47)  The  Southern  Expressway  project  in 
Pittsburgh,  Pennsylvania.  To  enable  traffic 
to  bypass  airport  and  local  roads  that  access 
the  Pittsburgh  Airport 

(48)  The  Ebsenberg  Bypass.  To  divert  traf- 
fic from  Route  219  in  Ebsent>erg.  Pennsylva- 
nia, to  a  5.1  mile  relocated  segment 

(49)  The  Chambersburg.  Pennsylvania 
interchange  project  located  in  Franklin 
County.  To  relieve  traffic  congestion  at  an 
existing  interchange  on  a  north-south  inter- 
state route  and  to  provide  access  to  CTiam- 
bersburg.  Pennsylvania. 

(50)  The  (^hadville.  Pennsylvania  highway 
project  To  relocate  and  reconstruct  a  3.5 
mile  segment  of  the  Federal-aid  primary 
system  from  the  vicinity  of  Chadville.  Penn- 
sylvania, to  Fairchance,  Pennsyli^ania. 

(51)  The  Kittanning-Brookville.  Pennsyl- 
vania project  To  reconstruct  approximately 
30  miles  of  a  two-lane  on  the  Federal-aid 
primary  system  between  Kittanning  and 
Brookville.  Pennsylvania. 

(52)  The  Johnstown  Flood  National  Memo- 
rial project  To  upgrade  a  narrow,  1.3  mile 
access  road  to  the  Johnstown  Flood  Nation- 
al Memorial,  near  Johnstown,  Pennsylva- 
nia. 

(53)  The  Seltice  Way  project  located  in 
Post  Falls.  Idaho.  The  reconstruction  project 
of  Seltice  Way  through  the  city  of  Post  Falls, 
beginning  at  Pleasant  View  Road  and 
ending  at  Huetter  Road. 

(54)  The  US-20/26  Highway  Project  locat- 
ed on  US-20/26  and  US-20  between  the 
Idaho  National  Engineering  Laboratory 
(INEL)  site  and  the  city  of  Idaho  Falls. 
Idaho. 

^S5>  A  highway  project  in  the  vicinity  of 
Southeast  Baton  Rouge,  Louisiana,  for  the 
purpose  of  demonstrating  methods  by  which 
(a)  the  widening  of  the  on  and  off  ramps  of 
a  full  diamond  interchange  on  the  Interstate 
System,  and  (b)  the  loidening  and  improve- 
ment of  the  approaches  on  both  sides  of  the 
Interstate  System,  including  access  ramps 
and  turnouts  therefrom,  of  a  two  lane  high- 
way not  on  such  system  and  construction  of 
a  school  bus  loading  area  immediately  adja- 
cent thereto,  and  (c)  the  coordination  of  a 
partial  relocation  of  a  two  lane  highway  not 
on  such  system,  will  enchance  to  the  eco- 
nomic development  of  the  area  while  remov- 
ing safety  hazards,  reducing  traffic  conges- 
tion at  the  Interstate  Interchange,  at  the  en- 
trances to  a  large  commercial  development 
and  a  school  including  the  entrances  to  the 
school  bus  loading  zone. 

(56)  A  highway  project  in  the  vicinity  of 
East  Lajayette  Parish,  Louisiana,  for  the 
purpose  of  demonstrating  the  benefits  of  a 


full  diamond  interchange  connecting  Lou- 
isiana Avenue  on  the  west  bank  of  Bayou 
Vermillion  to  the  Interstate  System  to  im- 
prove traffic  flow  and  highway  safety  in  the 
Ctf  y  of  Lafayette. 

(57)  A  highway  project  in  the  vicinity  of 
East  Lafayette,  Louisiana  for  the  purpose  of 
demonstrating  the  benefits  of  providing 
access  to  the  Interstate  System  from  a  state 
highway  not  on  such  system. 

(58)  The  New  Sewickly  project  located  in 
the  townships  of  New  Sewickly  and  Conway, 
Pennsylvania.  To  construct  a  two-lane  high- 
way between  the  two  municipalities. 

(59)  A  grade  separation  over  a  rail  high- 
way crossing  at  the  intersection  of  U.S.  41 
and  Causeway  Boulevard  in  the  vicinity  of 
Tampa,  Florida,  to  relieve  motor  vehicle 
congestion  resulting  from  the  transporta- 
tion of  freight  to  and  from  areas  for  the 
transshipment  of  waterbome  commerce. 

(60)  A  highway  project  to  demonstrate 
methods  of  improving  highway  safety  by 
making  improvements  to  a  road  providing 
direct  access  from  the  Fort  Campbell  Mili- 
tary Reservation  to  the  City  of  Clarksville. 
Tennessee. 

(61)  To  perform  a  study  to  determine  the 
tyenefits  and  cost  associated  with  making 
Route  22  West  from  Ebensburg.  Pennsylva- 
nia to  Pittsburgh,  Pennsyhmnia  a  four  lane 
road.  Preliminary  design  and  engineering  is 
to  be  included  in  this  study.  This  segment  of 
Route  22  is  a  dangerous  road  which  varies 
from  two  to  three  ot  four  lanes.  A  four  lane 
road  would  benefit  commerce  and  safety. 
TTiis  project  should  be  granted  priority 
status  for  construction  funds. 

(62)  To  perform  a  study  to  determine  the 
benefits  and  costs  associated  with  making 
Route  219  from  Somerset  Pennsylvania  to 
the  Maryland  border  a  four  lane  highway. 
Preliminary  design  and  engineering  is  to  be 
included  in  this  study.  TTiis  segment  cur- 
rently a  two  lane  road,  would  connect  with 
two  four  lane  segments  to  provide  a  major 
Appalachian  thoroughfare  and  result  in  jobs 
and  safety  benefits.  This  project  should  be 
granted  priority  status  for  construction 
funds. 

(63)  To  perform  a  study  to  determine  the 
benefits  and  costs  associated  with  creating  a 
four  lane  highway  from  Route  56  in  Johns- 
town, Pennsylvania  to  Route  22.  Prelimi- 
nary design  and  engineering  is  to  be  includ- 
ed in  this  study.  This  project  should  be 
granted  priority  status  for  construction 
funds. 

(64)  $184,000  is  needed  to  perform  emer- 
gency repair  to  the  Calhoun  Bridge  (Morris- 
ville  to  Trenton,  Pennsylvania).  An  accident 
caused  structural  damage  which  necessitat- 
ed closing  the  bridge  until  repairs  can  be  ac- 
complished. Twenty  thousand  cars  per  day 
that  were  regular  users  of  the  bridge  are  in- 
convenienced and  many  businesses  located 
at  this  bridge  are  inconvenienced  as  a 
result  This  Project  should  be  granted  priori- 
ty status  for  construction  funds. 

(65)  To  perform  a  study  to  determine  the 
benefits  and  costs  associated  with  making 
Route  15  from  Hunterstown,  Pennsylvania 
to  the  Maryland  Border  four  lanes.  This  seg- 
ment is  currently  two  lanes  and  connects 
two  four  lane  segments.  Many  deaths  occur 
on  Uiis  dangerous  stretch  of  highway.  This 
project  should  be  granted  priority  status  for 
construction  funds. 

(66)  Cline  Avenue  Interchange  Improve- 
ment Project  in  East  Chicago,  Indiana  for 
the  reconstruction  of  an  interchange  at  the 
intersection  of  Cline  Avenue  and  the 
Borman  Expressway. 

(67)  Hammond  Railroad  Relocation 
Project  in  Hammond,  Indiana  to  complete 


acquisition  of  right-of-way  and  construction 
of  the  Hohman  Avenue  underpays  to  im- 
prove transportation  and  economic  benefits 
to  the  community. 

(68)  Lajayette  Railroad  Relocation  in  La- 
fayette, Indiana  to  reroute  rail  traffic  to  a 
single  corridor  urith  few  crossings  reducing 
the  threat  posed  to  the  safety  of  the  local 
citizens  by  over  40  rail-highway  intersec- 
tions. 

(69)  U.S.  75  North  Central  Expressway  Ex- 
tension combines  several  individual  projects 
which  involve  construction  of  additional 
lanes,  more  efficient  interchanges,  and  im- 
proved bridge  structures  for  added  capacity 
and  safer  travel  on  a  Federal-aid  Primary 
System  highway.  Improvements  to  this 
major  north-south  route  in  north  central 
Texas  near  Dallas  would  cover  15.4  miles  of 
highway  from  Interstate  635  in  Dallas 
County  to  State  Highway  121  in  Collin 
County.  Cost  of  the  project  is  estimated  at 
$134.5  million. 

(70)  Interstate  Highway  30  Interchange 
("West  Leg")— Ft  Worth,  Texas,  reconstructs 
and  widens  a  critical  interchange  involving 
major,  heavily- traveled  East-West  and 
North-South  Interstate  Highways  IIH  30 
and  IH  35,  repectively). 

(b)  Each  fiscal  year  before  making  any  ap- 
portionment the  Secretary  of  Transporta- 
tion shall  approve  from  a  State's  apportion- 
ments under  sections  104,  130,  144,  and  152, 
of  title  23.  United  States  Code,  such  sums 
that  may  be  requested  by  a  State  highway 
department  to  carry  out  projects  required  by 
this  section  in  that  State.  A  State  highway 
department  shall  designate  the  apportion- 
ments from  which  sums  are  to  be  approved. 
The  Federal  share  payable  for  sums  ap- 
proved from  apportionments  provided  in 
paragraphs  104(d)(1)(A)  and  104(d)(1)(B) 
shall  not  exceed  the  share  provided  in  sub- 
section 120(c)  of  title  23,  United  States  Code; 
from  apportionments  provided  in  para- 
graphs 104(d)(1)(C),  104(d)(2)  and  104(d)(3) 
shall  not  exceed  the  share  provided  in  sub- 
section 120(a)  of  title  23,  United  States 
Code:  from  apportionments  provided  in  sub- 
section 130(f)  shall  not  exceed  the  share  pro- 
vided in  subsection  130(f):  from  apportion- 
ments provided  in  subsection  144(e)  shall 
not  exceed  the  share  provided  in  subsection 
144(f):  and  from  apportionments  provided 
in  subsection  152(e)  shall  not  exceed  the 
share  provided  in  subsection  152(d).  Funds 
approved  under  this  section  shall  be  avail- 
able for  obligation  in  the  same  manner  as  if 
apportioned  under  chapter  1  of  title  23, 
United  States  Code,  and  shall  be  available 
until  expended  Funds  in  excess  of  the 
amounts  needed  to  complete  a  project  shall 
be  returned  to  the  appropriate  apportion- 
ment 

NEW  JERSEY  PENNSYLVANIA  TOLL  COMPACT 

DELAWARE  RIVER  JOINT  TOLL  BRIDGE 

COMMISSION 

Sec.  141.  (a)  Obligation  To  Repay  Federal 
Funds  Invested  on  1-80.— 

(1)  The  Delaware  River  Joint  Toll  Bridge 
Commission  (hereinafter  in  this  section  re- 
ferred to  as  the  "Commission"),  in  conjunc- 
tion with  the  State  highway  agencies  of  the 
Commonwealth  of  Pennsylvania  and  of  the 
State  of  New  Jersey,  shall  enter  into  an 
agreement  with  the  Secretary  of  Transporta- 
tion to  repay  to  the  Treasury  of  the  United 
States  any  Federal  funds  which  previously 
have  been  obligated  or  otherwise  expended 
by  the  Federal  Government  with  respect  to 
the  Delaware  Water  Gap  Bridge  on  1-80. 
Such  repayment  shall  be  credited  to  the 
Highway  Trust  Fund. 
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12)  Upon  such  repayment,  such  States  and 
the  Commission  shall  be  free  of  all  restric- 
tions contained  in  title  23,  United  States 
Code,  and  any  regulation  or  agreement 
thereunder,  with  respect  to  the  collection  or 
imposition  of  tolls  or  other  charges  for  such 
bridge  or  the  use  thereof. 

(b)  Agreement  To  Construct  1-78  Bridge 
AS  A  Toll  Bridge.  —If  the  Commonwealth  of 
Pennsylvania,  the  State  of  New  Jersey,  and 
the  Commission  determine  to  operate  the 
uncompleted  bridge  under  construction  in 
the  vicinity  of  Easton.  Pennsylvania,  and 
Phillipsburg,  New  Jersey,  on  1-78  as  a  toll 
bridge,  such  States,  the  Commission,  and  the 
Secretary  of  Transportation  shall  enter  into 
an  agreement  with  respect  to  such  1-78 
bridge  project  as  provided  in  section  129  of 
title  23,  United  States  Code,  notwithstand- 
ing the  requirements  of  section  301  of  such 
title  or  any  existing  agreement 

(c)  Commission's  Authority  To  Charge 
Tolls;  Right  of  Review  by  Federal  Agen- 
cies Preserved.— The  Commission's  author- 
ity to  fix.  charge,  or  collect  any  fees,  rentals, 
tolls,  or  other  charges  shall  be  as  provided  in 
its  Compact,  supplements  thereto  and  the 
supplemental  agreement  described  and  con- 
sented to  in  subsection  (f).  but  paragraph  (c) 
of  the  supplemental  agreement  described 
and  consented  to  in  subsection  (f)  shall  not 
be  construed  to  eliminate  the  necessity  for 
review  and  approval  by  any  Federal  agency, 
as  may  be  required  under  applicable  Federal 
law.  to  determine  that  the  tolls  charged  by 
the  Commission  are  reasonable  and  just 
consistent  with  the  Commission's  responsi- 
bilities under  its  Compact,  supplements 
thereto  and  the  supplemental  agreement  de- 
scribed and  consented  to  in  subsection  (f). 

(d)  Congressional  Consent  Not  Granted 
to  Tolls  on  Existing  Nontoll  Bridges.— 
Nothing  in  this  section  shall  be  construed  to 
grant  congressional  consent  to  the  imposi- 
tion of  tolls  by  the  Commission  on  any  exist- 
ing and  operating  bridge  under  the  Commis- 
sion's jurisdiction  on  which  tolls  were  not 
charged  and  collected  on  January  1,  1986. 

(e)  Congressional  Approval  Not  Applica- 
ble TO  I-89S  Corridor.— Nothing  in  this  sec- 
tion shall  constitute  congressional  approval 
to  construct  any  additional  toll  bridge  in 
the  previously  designated  1-895  corridor. 

(f)  Consent  of  Congress  to  Supplemental 
Agreement  Concerning  Authority  of  Com- 
mission.— 

(1)  The  consent  of  the  Congress  is  hereby 
given  to  the  supplemental  agreement,  de- 
scribed in  paragraph  (2),  concerning  the 
Delaware  River  Joint  Toll  Bridge  Commis- 
sion, which  agreement  has  been  enacted  by 
the  Commonwealth  of  Pennsylvania  on  De- 
cember 18.  1984.  as  Act  206.  laws  of  1984. 
and  by  the  State  of  New  Jersey  on  October 
21,  1985,  as  Public  Law  1985,  chapter  342. 

(2)  The  agreement  referred  to  in  paragraph 
(1)  reads  substantially  as  follows: 
"supplemental  agreement  between  the  com- 
monwealth OF  PENNSYLVANIA  AND  THE  STATE 
OF  NEW  JERSEY 

"Supplementing  the  Compact  or  Agree- 
ment Entitled  Agreement  between  the  Com- 
monwealth of  Pennsylvania  and  the  State  of 
New  Jersey  Creating  the  Delaware  River 
Joint  Toll  Bridge  Commission  as  a  Body 
Corporate  and  Politic  and  Defining  its 
Powers  and  Duties,  as  Heretofore  Amended 
and  Supplemented,  to  Establish  the  Pur- 
poses for  Which  the  Commission  May  Fix. 
Charge,  and  Collect  Tolls,  Rates,  Rents,  and 
Other  Charges  for  the  use  of  Commission  Fa- 
cilities and  Properties". 

"The  Commonwealth  of  Pennsylvania  and 
the  State  of  New  Jersey  do  solemnly  cov- 


enant and  agree,  each  with  the  other,  as  fol- 
lows: 

"(a)(1)  Notwithstanding  any  other  provi- 
sion of  the  compact  hereby  supplemented,  or 
any  provision  of  law.  State  or  Federal  to  the 
contrary,  as  soon  as  the  existing  outstand- 
ing bonded  indebtedness  of  the  commission 
shall  be  refunded,  defeased,  retired,  or  other- 
wise satisfied  and  thereafter,  the  commis- 
sion may  fix,  charge,  and  collect  tolls,  rates, 
rents,  and  other  charges  for  the  use  of  any 
commission  facility  or  property  and  in  ad- 
dition to  any  purpose  now  or  heretofore  or 
hereafter  authorized  for  which  the  revenues 
from  such  tolls,  rates,  rents,  or  other  charges 
may  be  applied,  the  commission  is  author- 
ized to  apply  or  expend  any  such  revenue  for 
the  management,  operation,  maintenance, 
betterment,  reconstruction,  or  replacement 
(a)  of  the  existing  non-toll  bridges,  formerly 
toll  or  otherwise,  over  the  Delaware  River 
between '  the  State  of  New  Jersey  and  the 
Commonwealth  of  Pennsylvania  heretofore 
acquired  by  the  commission  pursuant  to  the 
proinsions  of  the  act  of  the  State  of  New 
Jersey  approved  April  1.  1912  (Chapter  2971, 
and  all  supplements  and  amendments  there- 
to, and  the  act  of  the  Commonwealth  of 
Pennsylvania  approved  May  8.  1919  (Pam- 
phlet Laws  148).  and  all  supplements  and 
amendments  thereto  and  ib)  of  all  other 
bridges  within  the  commission's  jurisdiction 
and  control.  Betterment  shall  include  but 
not  be  limited  to  parking  areas  for  public 
transportation  services  and  all  facilities  ap- 
purtenant to  approved  projects. 

"(2)  The  commission  may  borrow  money 
or  otherwise  incur  indebtedness  and  provide 
from  time  to  time  for  the  issuance  of  its 
bonds  or  other  obligations  for  one  or  more  of 
the  purposes  authorized  in  this  supplemen- 
tal agreement.  The  commission  is  author- 
ized to  pledge  its  tolls,  rates,  rents,  and  other 
revenues,  or  any  part  thereof,  as  security  for 
the  repayment,  with  interest,  of  any  moneys 
borrowed  by  it  or  advanced  to  it  for  any  of 
its  authorized  purposes,  and  as  security  for 
the  satisfaction  of  any  other  obligation  as- 
sumed  by  it  in  connection  with  such  loan  or 
advances. 

"(3)  The  authority  of  the  commission  to 
fix.  charge,  and  collect  fees,  rentals,  tolls  or 
any  other  charges  on  the  bridges  within  its 
jurisdiction,  including  the  bridge  at  the 
Delaware  Water  Gap.  is  confirmed. 

"(4)  The  covenants  of  the  State  of  New 
Jersey  and  the  Commonwealth  of  Pennsylva- 
nia as  set  forth  in  Article  VI  of  the  compact 
to  which  this  is  a  supplemental  agreement 
shall  be  fully  applicable  to  any  bonds  or 
other  obligations  issued  or  undertaken  by 
the  commission.  Notwithstanding  Article  VI 
or  any  other  provision  of  the  compact,  the 
State  of  New  Jersey  and  the  Commonwealth 
of  Pennsylvania  may  construct  a  bridge 
across  the  Delaware  River  in  the  vicinity  of 
Easton,  Pennsylvania,  and  Phillipsburg. 
New  Jersey,  within  10  miles  of  the  existing 
toll  bridge  at  that  location.  All  the  rest  and 
remainder  of  the  compact,  as  amended  or 
supplemented,  shall  be  in  full  force  and 
effect  except  to  the  extent  it  is  inconsistent 
with  this  supplemental  agreement. 

"(b)  The  commission  is  authorized  to  fix. 
charge,  or  collect  fees,  rentals,  tolls,  or  any 
other  charges  on  the  proposed  bridge  to  be 
constructed  in  the  vicinity  of  Easton,  Penn- 
sylvania, and  Phillipsburg,  New  Jersey,  in 
the  same  manner  and  to  the  same  extent 
that  it  can  do  so  for  other  toll  bridges  under 
its  jurisdiction  and  control  provided  that 
the  United  States  Government  has  approved 
the  bridge  to  be  a  part  of  the  National 
System  of  Interstate  and  Defense  Highways 


with  90  percent  of  the  cost  of  construction  to 
be  contributed  by  the  United  States  Govern- 
ment, and  provided  further,  that  the  non- 
Federal  share  of  such  bridge  project  is  con- 
tributed by  the  commissiotL  The  commis- 
sion is  further  authorized  in  the  same 
manner  and  to  the  same  extent  that  it  can 
do  so  for  all  other  toll  bridges  under  its  ju- 
risdiction and  control  to  fix,  charge,  and 
collect  fees,  rentals,  tolls  or  any  other 
charges  on  any  other  bridge  uiithin  its  juris- 
diction and  control  if  such  bridge  has  been 
constructed  in  part  with  Federal  funds. 

"(c)  77ie  consent  of  Congress  to  this  com- 
pact shall  constitute  Federal  approval  of  the 
powers  herein  vested  in  the  commission  and 
shall  also  constitute  authority  to  the  United 
States  Department  of  Transportation  or  any 
successor  agency  and  the  intent  of  Congress 
to  grant  any  Federal  approvals  required 
hereunder  to  permit  the  commission  to  fix, 
charge,  and  collect  fees,  rentals,  tolls,  or  any 
other  charges  on  the  bridges  within  its  juris- 
diction to  the  extent  provided  in  subsections 
(a)  and  (b)  and  this  subsection  and  the  com- 
pact 

"(d)  Notwithstanding  the  above  provi- 
sions, the  commission  shall  not  fix,  charge, 
or  collect  fees,  rentals,  tolls,  or  any  other 
charges  on  any  of  the  various  bridges  for- 
merly toll  or  otherwise  over  the  Delaware 
River  between  the  State  of  New  Jersey  and 
the  Commonwealth  of  Pennsylvania  hereto- 
fore acquired  by  the  commission  pursuant 
to  the  provisions  of  the  Act  of  the  State  of 
New  Jersey  approved  April  1.  1912  (chapter 
297),  and  all  supplements  and  amendments 
thereto,  and  the  Act  of  the  Commonwealth  of 
Pennsylvania  approved  May  8,  1919  (Pam- 
phlet Laws  148).  and  all  supplements  and 
amendments  thereto. 

"(efAt  any  time  that  the  commission  shall 
be  free  of  all  outstanding  indebtedness,  the 
State  of  New  Jersey  and  the  Commonwealth 
of  Pennsylvania  may.  by  the  enactment  of 
substantially  similar  acts,  require  the  elimi- 
nation of  all  tolls,  rates,  rents,  and  other 
charges  on  all  bridges  within  the  commis- 
sion o  jurisdiction  and  control  and,  thereaf- 
ter, all  costs  and  charges  in  connection  with 
the  construction,  management  operation, 
maintenance,  and  betterment  of  bridges 
within  the  jurisdiction  and  control  of  the 
commission  shall  be  the  financial  responsi- 
bility of  the  States  as  provided  by  law. ". 

MOTOR  VEHICLE  STUDY 

Sec.  142.  (a)  The  Secretary  shall  enter  into 
appropriate  arrangements  with  the  Trans- 
portation Research  Board  (TRB)  of  the  Na- 
tional Academy  of  Sciences  to  conduct  a 
study  of  those  motor  vehicle  issues  noted  in 
subsection  (b)  of  this  section.  The  TRB  shall 
consult  with  the  Department  of  Transporta- 
tion, the  State  highway  administrations,  the 
motor  carrier  industry,  highway  safety 
groups,  and  any  other  appropriate  entities. 

(b)  The  study  shall  include  an  analysis  of 
the  impacts  of  the  various  positions  that 
have  been  put  forth  with  respect  to  each 
issue.  The  final  report  shall  include  best  esti- 
mates of  the  effects  on  pavement  bridges, 
and  highway  safety,  and  the  changes  in 
transportation  costs  and  other  measures  of 
productivity  for  various  segments  of  the 
trucking  industry  resulting  from  adoption 
of  each  of  the  positions  identified  and  ana- 
lyzed. Related  issues  of  permitting,  weight 
enforcement  and  data  availability  and  reli- 
ability shall  be  addressed  as  appropriate. 
The  issues  to  be  addressed  shall  include  but 
not  be  limited  to: 

(1)  Elimination  of  existing,  grandfather 
provisions  of  section  127,  titU  23,    UniUd 


25782 


CONGRESSIONAL  RECORD— SENATE 


September  U,  1986 


states  Code,  which  allow  higher  axle  loads 
and  gross  vehicle  weights  than  the  20,000- 
pound  single  axle  load  limit,  34,000-pound 
tandem  axle  load  limit,  and  80,000-pound 
gross  vehicle  weight  limit  maximums  au- 
thorized  by  the  Federal-Aid  Highway 
Amendments  of  1974  (Public  Law  93-643), 
including  permits  for  divisible  loads  and 
ststutory  provisioTis  providing  higher 
weights  by  formula,  tolerance  or  statutory 
specificatiojL 

(2J  Analysis  of  alternative  methods  of  de- 
termining a  gross  vehicle  weight  limit  and 
axle  loadings  for  all  types  of  motor  carrier 
vehicles. 

(3)  Analysis  of  the  bridge  formula  con- 
tained in  section  127  of  title  23,  United 
States  Code,  in  view  of  current  vehicle  con- 
figurations, pavement  and  bridge  stresses  in 
accord  with  19S6  design  and  construction 
practices,  and  existing  bridges  on  and  off 
the  Interstate  System. 

(4)  Establishment  of  a  nationwide  policy 
regarding  the  provisions  of  "reasonable 
access"  to  the  National  Network  for  combi- 
nation vehicles  established  pursuant  to  the 
Surface  Transportation  Assistance  Act  of 
1982. 

IS)  Recommend  appropriate  treatment  for 
specialized  hauling  vehicles  which  do  not 
comply  with  the  existing  Federal  bridge  for- 
mula. 

<c)  The  TRB  shall  submit  a  final  report  to 
the  Secretary  and  the  Senate  Enmronment 
and  Public  Works  Committee  and  the  House 
Public  Works  and  Transportation  Commit- 
tee of  the  Congress  on  the  results  of  the 
study  conducted  under  this  section,  not  later 
than  thirty  months  after  appropriate  ar- 
rangements are  entered  into  under  subsec- 
tion (a).  Appropriate  arrangements  shall  be 
concluded  within  six  months  from  the  date 
of  passage  of  this  Act 

Id)  There  is  authorized  to  be  appropriated 
to  carry  out  subsection  la)  of  this  section, 
out  of  the  Highway  Trust  Fund  lother  than 
the  Mass  Transit  Account),  f 500,000  per 
fiscal  year  for  each  of  the  fiscal  years  ending 
September  30.  1987,  and  September  30,  1988. 
Funds  authorized  for  this  section  shall  be 
available  for  obligation  in  the  sam£  manner 
as  if  apportioned  under  chapter  1  of  tiUe  23, 
United  States  Code,  and  shall  be  available 
until  expended. 

RAIL-HIGHWAY  CROSSINGS  STUDY 

Sec.  143.  la)  The  Secretary  shall  conduct  a 
study  of  national  highway-railroad  crossing 
improvement  and  maintenance  needs.  The 
Secretary  shall  consult  with  the  State  high- 
way administrations,  the  Association  of 
American  Railroads,  highway  safety  groups, 
and  any  other  appropriate  entities  in  carry- 
ing out  this  study. 

lb)  The  issues  to  be  addressed  by  this  study 
shall  include  but  not  be  limited  to: 

11)  Examine  any  correlation  which  may 
exist  between  existing  conditions  at  cross- 
ings and  accident  data  at  crossings. 

12)  Examine  existing  hazards  to  motorists 
and  railroad  personnel  and  community  im- 
pacts resulting  from  molyility  and  capacity 
constraints  including  delays  of  police,  fire, 
and  emergency  medical  services. 

13)  Analysis  of  most  cost  effective  methods 
of  protecting  the  public  at  crossings  includ- 
ing a  review  of  the  impact  of  Federal  funds 
expended  at  crossings;  division  of  cost  of  im- 
provements and  maintenance  between  Fed- 
eral, State,  local  governments  and  railroads; 
cost  effectiveness  of  the  Railroad  Relocation 
Demonstration  Program  Isection  163  of  the 
Federal-Aid  Highways  Act  of  1973)  com- 
pared to  the  Railroad- Highway  Crossings 
program  Isection  203  of  the  Highway  Safety 


Act  of  1973);  and  the  cost  of  upgrading  exist- 
ing equipment  at  crossings  to  the  latest  tech- 
nology. 

14)  Examine  driver  behavior  at  railroad- 
highway  crossings  and  what  technologies 
are  most  effective  in  changing  behavior  and 
preventing  accidents. 

15)  Examine  what  effect  the  shift  in  rail 
traffic  patterns,  including  abandonments, 
mergers,  and  increased  demand  in  certain 
corridors)  has  on  railroad-highway  crossing 
needs. 

16)  Review  any  other  potential  costs  asso- 
ciated with  railroad-highway  crossings  in- 
cluding accident  liability,  increased  truck 
size  and  wieght,  and  maintenance  responsi- 
bilities. 

Ic)  The  Secretary  shall  submit  a  final 
report  to  the  Senate  Environment  and 
Public  Works  Committee  and  the  House 
Public  Works  and  Transportation  Commit- 
tee of  the  Congress  on  the  results  of  the 
study  conducted  under  this  section  along 
with  recommendations  of  how  these  needs 
can  be  addressed  in  a  cost  effective  manner, 
not  later  than  twenty-four  months  after  the 
date  of  enactment  of  this  section. 

Id)  There  is  authorized  to  be  appropriated 
to  carry  out  subsection  la)  of  this  section, 
out  of  the  Highway  Trust  Fund  lother  than 
the  Mass  Transit  Account),  $600,000  for  the 
fiscal  year  ending  September  30,  1987.  to 
remain  available  until  expended  Funds  au- 
thorized for  this  section  shall  be  available 
for  obligation  in  the  same  manner  as  if  ap- 
portioned under  chapter  1  of  title  23.  United 
States  Code,  and  shall  be  available  until  ex- 
pended. 

FERRY  BOAT  SERVICE  STUDY 

Sec.  144.  la)  The  Secretary  of  Transporta- 
tion in  consulation  with  the  highway  de- 
partments of  the  States  of  Nebraska  and 
South  Dakota,  shall  conduct  a  study  to  de- 
termine the  feasibility  and  cost  of  establish- 
ing public  ferry  boat  service  on  the  Missouri 
River  which  connects  a  Federal-aid  highway 
in  the  Vicinity  of  Niobrara,  Nebraska  with  a 
Federal-aid  highway  in  the  vicinity  of 
Springfield,  South  Dakota,  and  which  meets 
the  requirements  of  section  129lg)  of  title  23, 
United  States  Code. 

lb)  Not  later  than  one  year  after  the  date 
of  enactment  of  this  Act,  the  Secretary  shall 
submit  a  report  to  the  Congress  on  the  re- 
sults of  the  study  conducted  under  this  sec- 
tion together  with  any  recommendatioTis  the 
Secretary  may  have  concerning  the  estab- 
lishment of  the  ferry  boat  service  described 
in  subsection  la). 

SUBSTITUTE  TRANSIT  PROJECT  IN  OREGON 

Sec.  14S.  la)  Notvrithstanding  any  other 
provision  of  law,  upon  the  joint  request  of 
the  Governor  of  the  State  of  Oregon  and  the 
local  governments  concerned,  the  Secretary 
may  approve  a  substitute  transit  project  for 
construction  of  a  light  rail  transit  system  in 
lieu  of  construction  of  any  eligible  interstate 
lanes  if  such  substitute  project  is  in  or  adja- 
cent to  the  proposed  right-of-way  for  such 
lanes. 

lb)  Upon  approval  of  any  substitute  tran- 
sit project  under  subsection  la),  the  costs  of 
construction  of  the  eligible  interstate  lanes 
for  which  such  project  is  substituted  shall 
not  be  eligible  for  funds  authorized  under 
section  1081b)  of  the  Federal-Aid  Highway 
Act  of  1956  and  a  sum  equal  to  the  Federal 
share  of  such  costs,  as  included  in  the  latest 
interstate  cost  estimate  approved  by  Con- 
gress, shall  be  available  to  the  Secretary  to 
incur  obligations  under  section  103le)l4)  of 
title  23.  United  States  Code,  for  the  Federal 
share  of  the  costs  of  such  substitute  project. 


Ic)  By  Septeml>er  30,  1989,  any  substitute 
transit  project  approved  under  subsection 
la)  Ifor  which  the  Secretary  finds  that  suffi- 
cient Federal  funds  are  available)  must  be 
under  contract  for  construction  or  construc- 
tion must  have  commenced.  If  any  such  sub- 
stitute transit  project  is  not  under  contract 
for  construction  or  construction  has  not 
commenced  by  such  date,  then  immediately 
after  such  date,  the  Secretary  shall  withdraw 
approval  of  such  project  and  no  funds  shall 
be  appropriated  under  the  authority  of  sec- 
tion 103le)l4)  of  title  23,  United  States  Code, 
for  any  such  project. 

ld)ll)  A  substitute  transit  project  ap- 
proved under  subsection  la)  shall  6e  deemed 
to  be  a  substitute  transit  project  for  pur- 
poses of  section  103le)l4)  of  title  23,  United 
States  Code  lother  than  subparagraphs  IC) 
and  lO)). 

12)  Unobligated  apportionments  for  the 
Interstate  System  in  the  State  of  Oregon 
shall,  on  the  date  of  approval  of  a  substitute 
transit  project  under  subsection  la),  be  re- 
duced in  the  proportion  that  the  Federal 
share  of  the  costs  of  the  construction  of  the 
eligible  interstate  lanes  for  which  sxich 
project  is  substituted  bears  to  the  Federal 
share  of  the  total  cost  of  all  interstate  routes 
in  that  State  as  reflected  in  the  latest  cost  es- 
timate approved  by  Congress. 

13)  The  Secretary  shall  administer  this  sec- 
tion through  the  Federal  Highway  Adminis- 
tration. 

If)  For  purposes  of  this  sectioru  the  term 
"eligible  interstate  lanes"  means  any  bus 
lanes  which  are  to  6e  constructed  on  Inter- 
state Route  205  in  Oregon. 

REVIEW  OF  REPORTS  ON  UNITED  STATES  ROUTE  1} 
REUEF  ROUTE 

Sec.  146.  The  Congress  requests  the  Board 
of  Engineers  for  Rivers  and  Harbors  of  the 
United  States  Army  Corps  of  Engineers  to 
review- 
ID  the  report  of  the  State  of  Delaware  and 
the  Federal  Highway  Administration  for  the 
United  States  Route  13  Relief  Route;  Project 
No.  F-1001116),  Contract  *83-110-01, 

12)  the  report  of  the  Chief  of  Engineers  on 
the  Inland  Waterway  from  the  Delaware 
River  to  Chesapeake  Bay,  Delaware  and 
Maryland,  printed  as  House  Document 
Number  63-196,  and 

13)  other  subsequent  pertinent  reports, 

for  the  purpose  of  determining  how  to  l>est 
modify  the  existing  canal  project  to  provide 
a  new  structure  for  the  selected  alignment  of 
the  United  States  Route  13  Relief  Route. 

USE  OF  ROCK  SALT  ON  HIGHWA  YS 

Sec.  147.  la)  The  Congress  finds  that— 

11)  the  use  of  rock  salt  to  remove  ice  from 
the  highways  causes  considerable  damage  to 
the  highways,  bridges,  automobiles,  and 
trucks, 

12)  rock  salt  also  causes  damage  to  equip- 
ment and  buildings  near  highways, 

13)  rock  salt  causes  considerable  damage 
to  the  environment, 

14)  all  of  these  costs  are  real  costs  borne  by 
the  taxpayers,  although  such  costs  may  not 
be  paid  directly  to  the  government,  and 

15)  calcium  magnesium  acetate  is  an  effec- 
tive deicing  material  which  does  not  cause 
the  corrosion  and  environmental  damage 
associated  vnth  rock  salt 

lb)  It  is  the  sense  of  the  Congress  that  the 
States  and  local  governments  shotdd  consid- 
er the  full  cost  of  using  rock  salt  on  the  high- 
ways, including  the  damage  to  highways,  ve- 
hicles, equipment,  buildings,  and  the  envi- 
ronment, in  calculating  the  real  cost  of  deic- 
ing materials  and  the  tise  of  calcium  magne- 
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HIGHWA  Y  FEASIBILITY  STUDY 

Sec.  148.  (a)  Study.— The  Secretary,  in  co- 
operation with  the  States  of  Louisiana,  Ar- 
kansas, and  Missouri,  shall  study  the  feasi- 
bility and  necessity  of  constructing  to  ap- 
propriate standards  a  proposed  highway 
along  a  route  from  Shreveport,  Louisiana  to 
Texarkana,  Fort  Smith,  and  Fayetteville,  Ar- 
kansas, and  Carthage  and  Kansas  City,  Mis- 
souri Such  study  shall  update  the  feasibility 
study  conducted  under  section  143(6)  of  the 
Federal-Aid  Highway  Act  of  1973. 

(b)  Report.— Not  later  than  one  year  after 
the  date  of  enactment  of  this  Act,  the  Secre- 
tary shall  transmit  to  Congress  a  report  on 
the  results  of  the  study  conducted  under  this 
section. 

INTERIM  amendments 

Sec.  149.  (a)  Unobligated  balances  of 
Interstate  construction  funds  apportioned 
or  allocated  to  a  State  and  available  to  a 
State  on  September  30,  1986,  shall  be  avail- 
able for  obligation  for  Interstate  construc- 
tion projects  or  to  convert  Advance  Con- 
struction Interstate  projects  until  October  1, 
1990.  Federal  Interstate  construction  funds 
shall  not  be  xised  to  reimburse  the  State 
under  section  123(a)  of  title  23,  United 
States  Code,  when  the  payment  to  the  utility 
violates  the  law  of  the  State  or  violates  a 
legal  contract  between  the  utility  and  the 
State.  Projects  constructed  under  this  sub- 
section are  eligible  for  the  Federal  share 
payable  provided  in  section  120(b)  of  title 
23.  United  States  Code.  Interstate  discre- 
tionary funds  unallocated  on  September  30, 
1986,  shall  be  available  for  allocation  until 
October  1.  1990. 

(b)  Unobligated  balances  apportioned  to  a 
State  under  section  104(b)(1)  of  title  23, 
United  States  Code  and  section  104(b)(5)(B) 
of  title  23,  United  States  Code,  shaU  be 
available  for  obligation  for  projects  under 
section  159  of  tiUe  23,  UniUd  States  Code. 

(c)  Unobligated  balances  apportioned  to 
the  Virgin  Islands,  Guam,  American  Samoa, 
and  the  Commonwealth  of  the  Northern 
Mariana  Islands  under  the  provisions  of  sec- 
tion 108  of  the  Highway  Improvement  Act  of 
1982  shall  be  considered  to  have  been  au- 
thorized to  be  appropriated  to  carry  out  the 
provisions  of  section  215  of  title  23,  United 
States  Code. 

(d)  Unobligated  balances  apportioned  to  a 
State  under  section  203  of  the  Highway 
Safety  Act  of  1973  shall  be  available  for 
projects  under  section  130  of  title  23,  United 
States  Code. 

TECHNICAL  AMENDMENTS 

Sec.  150.  (a)  Title  23,  United  States  Code, 
is  amended  as  follows: 

(1)  The  tables  of  sections  for  chapters  1,  3, 
and  4  are  amended  by  (A)  striking: 

"lis.  Construction  by  States  in  advance  of 
apportionment " 

"118.  Availability  of  sums  apportioned." 

"127.    Vehicle    weight    and    toidth    limita- 
tions—Interstate System. " 

"133.  Repealed. " 

"146.  Repealed. " 

"148.  Development  of  a  national  scenic  and 
recreational  highway. " 

"151.  Pavement  marking  demonstration  pro- 
gram." 

"155.  Access  highways  to  public  recreation 
areas  on  certain  lakes. " 

"156.  Highways  crossing  Federal  projects. " 

"213.  Rama  Road. " 
and 

"219.  Safer  off-system  roads. ", 


and  by  (B)  inserting  in  lieu  thereof,  respec- 
tively. 


"115.  Advance  construction. " 

"118.  Availability. " 

"127.  Vehicle  weight  limitations— Interstate 

System. " 
"133.  Strategic  highway  research  program. " 
"146.  Carpool  and  vanpool  projects." 
"148.  Repealed." 
"151.  Repealed." 
"155.  Repealed." 
"156.  Repealed." 
"213.  Repealed." 
and 


"219.  Repealed." 
and  by  (C)  adding 

"159.    Federal-aid    Interstate-primary   pro- 
gram. " 
"160.  Income  from  right-of-way." 
and 

"409.  Reports,  surveys:  disclosures:  admis- 
sion as  evidence. ". 

(2)  Section  101(a)  is  amended  by  striking 
the  definition  of  "park  road"  and  inserting 
in  lieu  thereof  "The  term  'park  road'  means 
a  public  road  that  is  located  within,  or  pro- 
vides access  to,  an  area  in  the  national  park 
system,  with  title  and  maintenance  respon- 
sibilities vested  in  the  United  States. '. 

(3)  Section  106(c)  is  amended  by  striking 
"10"  and  inserting  in  lieu  thereof  "15"  and 
by  striking  the  second  sentence. 

(4)  Section  107(b)  is  amended  by  striking 
"under  section  108(b)  of  the  Federal-Aid 
Highway  Act  of  1956"  and  inserting  in  lieu 
thereof  "for  Interstate  construction  or  for 
the  Interstate-primary  program". 

(5)  Section  113  is  amended  by  striking  out 
"August  30,  1935"  and  inserting  in  lieu 
thereof  "March  3,  1931"  and  by  sinking  out 
"267a"  and  inserting  in  lieu  thereof  "276a". 

(6)  Section  121(d)  is  amended  by  striking 
out  "10"  and  inserting  in  lieu  thereof  "15", 
and  by  striking  out  the  third  sentence. 

(7)  The  first  sentence  of  section  122  is 
amended  by  inserting  "or  for  substitute 
highway  projects"  before  "and  the  retire- 
ment". 

(8)(A)  Section  125(b)  U  amended  by 
striking  out  "the  Interstate  System,  the  Pri- 
mary System,  and  on  any  routes  functional- 
ly classified  as  arterials  or  major  collectors, " 
eo<  h  place  it  appears  and  inserting  in  lieu 
thereof  "the  Federal-aid  highway  systems, 
including  the  Interstate  System". 

(B)  Section  125(c)  is  amended  by  striking 
out  "routes  functionally  classified  as  arteri- 
als or  major  collectors"  and  inserting  in  lieu 
thereof  "on  any  of  the  Federal-aid  highway 
systems". 

(9)  Section  137(f)(1)  is  amended  by  strik- 
ing "104(b)(5)(B)"  and  inserting  in  lieu 
thereof  "104(d)(1)". 

(10)  Section  141(d)  is  amended  by  striking 
"104(b)(5)"  and  inserting  in  lieu  thereof 
"104(d)(1)"  the  two  places  "104(b)(5J"  ap- 
pears and  by  inserting  "-primary"  after  the 
word  "Interstate". 

(11)(A)  Section  142(a)(1)  is  amended  by 
(Hi)  striking  "104(b)"  and  inserting  in  lieu 
thereof  "104(d)". 

(B)  Section  142(a)(2)  is  amended  by  strik- 
ing "104(b)(6)"  the  three  places  it  appears 
and  inserting  in  lieu  thereof  "104(d)(3)"  in 
each  place. 

(C)  Section  142(b)  is  amended  by  sinking 
"paragraph  (5)  of  subsection  (b)  of  section 
104"  and  inserting  in  lieu  thereof  "section 
104(d)(1)". 


(D)  Section  142(c)  is  amended  by  striking 
"104(b)(6)"  the  two  places  it  appears  and  in- 
serting in  lieu  thereof  in  each  place 
"104(d)(3)".  , 

(12)  Section  144(i)  is  amended  by  striking 
out  the  period  at  the  end  and  inserting  in 
lieu  thereof  "to  the  Senate  Committee  on 
Environment  and  Public  Works  and  the 
House  Committee  on  Public  Works  and 
Transportation. ". 

(13)  Section  146  is  amended  by  striking 
"104(b)(1),  104(b)(2),  and  104(b)(6)"  and  in-^ 
serting  in  lieu  thereof  "104(d)  (1),  (2),  and 
(3)". 

(14)  Sections  148,  151,  155,  156,  213.  and 
219  are  repealed. 

(15)  Section  150  is  amended  by  striking 
"(6)  of  subsection  (b)"  in  two  places  and  in- 
serting in  lieu  thereof  in  each  place  "(3)  of 
subsection  (d)". 

(16)(A)  Section  152(e)  is  amended  by  strik- 
ing "104(b)(1)"  and  inserting  in  lieu  thereof 
"104(d)(1)". 

(B)  Section  152(g)  is  amended  by  striking 
"the  Congress"  and  inserting  in  lieu  thereof 
"the  Senate  Committee  on  Environment  and 
Public  Works  and  the  House  Committee  on 
Public  Works  and  Transportation". 

(17)(A)  Section  154(e)  is  amended— 

(i)  by  striking  out  "criteria  which  takes" 
and  inserting  in  lieu  thereof  "criteria  which 
take"; 

(ii)  by  inserting  after  "posted"  the  follow- 
ing: "on  January  1,  1983, ";  and 

(Hi)  by  inserting  before  "in  accordance 
with"  the  following:  ",  and  on  highways 
built  after  such  date  with  speed  limits 
posted  at  fifty-five  miles  per  hour, ". 

(B)  Section  154(f)  is  amended  by  striking 
"each  of  sections  104(b)(1),  104(b)(2).  and 
104(b)(6)  of  this  title  in  an  aggregate 
amount  of  up  to  5  percent  of  the  amount  to 
be  apportioned  for  the  following  fiscal  years, 
in  the  case  of  fiscal  years  1982  and  1983.  and 
up  to  10  percent  in  the  case  of  subsequent 
fiscal  years. "  and  inserting  in  lieu  thereof 
"sections  104(d)(1)(C),  12).  and  (3)  of  this 
title  in  an  amount  of  up  to  10  percent  of  the 
amount  to  be  apportioned  for  the  following 
fiscal  year. ". 

(18)(A)  Section  158(a)(1)  is  amended  by 
striking  "each  of  the  sections  104(b)(1), 
104(b)(2),  104(b)(5),  and  104(b)(6)  of  this 
title  on  the  first  day  of  the  fiscal  year  suc- 
ceeding the  fiscal  year  beginning  after  Sep- 
tember 30,  1985"  and  inserting  in  lieu  there- 
of "sections  104(d)  (1),  (2),  and  (3)  of  this 
title  on  October  1,  1986". 

(B)  Section  158(a)(2)  is  amended  by  strik- 
ing "each  of  sections  104(b)(1),  104(b)(2), 
104(b)(5)  and  104(b)(6)  of  thU  title  on  the 
first  day  of  the  fiscal  year  succeeding  the 
second  fiscal  year  beginning  after  September 
30,  1985"  and  inserting  in  lieu  thereof  "sec- 
tions 104(d)  (1),  (2).  and  (3)  of  this  title  on 
October  1,  1987." 

(19)(A)  The  second  sentence  of  section 
204(b)  is  amended  by  inserting  "the  Secre- 
tary or"  before  the  "Secretary  of  the  Interi- 
or". 

(B)  Section  204(e)  is  amended  by  striking 
"88  Stat  2205"  and  inserting  in  lieu  thereof 
"88  Stat  2203". 

(20)  Section  210(g)  is  amended  by  striking 
"Commerce"  and  inserting  in  lieu  thereof 
"Transportation  ". 

(21)  Subsection  (a)  of  section  215  of  title 
23,  United  States  Code,  is  amended  by  strik- 
ing from  the  first  sentence  the  words  "and 
American  Samoa"  and  inserting  in  lieu 
thereof  "American  Samoa,  and  the  Common- 
wealth  of  the  Northern  Mariana  Islands". 

(22)  Section  2l7  is  amended  by  striking 
"paragraphs    (1),    (2),  ■  and   (6)   of  section 
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1041b)"  the  tufo  places  it  appears  and  insert- 
ing in  lieu  thereof  "sectioris  104/dJ  11),  (2), 
and  (3)". 

(23)(A)  Section  307(c)(3)  is  amended  by 
striking  '(1),  (2).  and  (3)  of  section  104(b)' 
and  inserting  in  lieu  thereof  "(1)  and  (2)  of 
104(d)". 

(B)  Section  307(c)(5)  is  amended  by  strik- 
ing "104(b)(1)"  and  inserting  in  lieu  thereof 
■•104(d)(1)". 

(C)  Section  307(e)  is  amended  by  striking 
"the  Congress"  and  inserting  in  lieu  thereof 
"the  Senate  Enmronment  and  Public  Works 
Committee  and  the  House  Committee  on 
Public  Works  and  Transportation". 

(24)  Section  311  is  amended  by  striking 
"(b)"  and  inserting  in  lieu  thereof  "(d)". 

(25)  Section  315  is  amended  by  striking 
"204(d),  205(a),  207(b)  and  208(c)"  and  in- 
serting in  lieu  thereof  "204(f)  and  205(a)". 

(26)  Section  401  is  amended  by  striking 
"and  American  Samoa. "  and  inserting  in 
lieu  thereof  "American  Samoa  and  the  Com- 
monwealth of  the  Northern  Mariana  Is- 
lands. ". 

(27)(A)  Section  402(c)  is  amended  by  H) 
striking  "For  the  fiscal  years  ending  June 
30,  1967,  June  30,  1968.  and  June  30.  1969. 
such  funds  shall  be  apportioned  75  per 
centum  on  the  basis  of  population  and  25 
per  centum  as  the  Secretary  in  his  adminis- 
trative discretion  may  deem  appropriate 
and  thereafter  such"  and  inserting  in  lieu 
thereof  "Such",  by  (ii),  striking  "After  De- 
cember 31,  1969,  the"  and  inserting  in  lieu 
thereof  "The",  and  by  (Hi)  striking  "and 
Ainerican  Samoa"  and  inserting  in  lieu 
thereof  "American  Samoa  and  the  Common- 
wealth of  the  Northern  Mariana  Islands". 

(B)  The  last  sentence  of  section  402(j)  is 
amended  by  striking  out  "chapter"  and  in- 
serting in  lieu  thereof  "section  ". 

(b)(1)  Section  108(b)  of  the  Federal-Aid 
Highway  Act  of  1956  is  amended  by  (A)  in- 
serting "and"  before  "the  additional  sum  of 
$4,000,000,000  for  the  fiscal  year  ending  Sep- 
tember 30.  1987",  by  (B)  inserting  a  period 
after  "1987".  and  by  (C)  striking  ",  and  the 
additional  sum  of  S4,000,000,000  for  the 
fiscal  year  ending  September  30.  1988.  the 
additional  sum  of  $4,000,000,000  for  the 
fiscal  year  ending  September  30,  1989,  and 
the  additional  sum  of  $4,000,000,000  for  the 
fiscal  year  ending  September  30,  1990. ". 

(2)  Section  108(d)  of  the  Surface  Transpor- 
tation Assistance  Act  of  1982  is  amended  by 
striking  "this  title,"  and  inserting  in  lieu 
thereof  "tiUe  23,  United  States  Code, ". 

(3)  Section  163  of  the  Surface  Transporta- 
tion Assistance  Act  of  1982  is  amended  by 
striking  "appropriated"  and  inserting  in 
lieu  thereof  "apportioned". 

(4)  Section  163(0)  of  the  Federal-Aid  High- 
way Act  of  1973  is  amended  to  read  as  fol- 
lows: 

"(o)  The  Secretary  of  Transportation  shall 
make  biennial  reports  and  a  final  report  to 
the  President,  the  Senate  Committee  on  En- 
vironment and  Public  Works,  and  the  House 
Committee  on  Public  Works  and  Transpor- 
tation with  respect  to  activities  pursuant  to 
this  section. " 

(5)  Section  lD3(c)  of  the  Federal-Aid  High- 
way Act  of  1978  is  amended  by  striking 
"Congress"  and  inserting  in  lieu  thereof 
"the  Senate  Committee  on  Environment  and 
Public  Works  and  the  House  Committee  on 
Public  Works  and  Transportation  ". 

NATIONAL  MAXIMUM  SPEED  UMIT  LAW 

Sec.  151.  (a)  Subsection  154(a)  of  title  23, 
United  States  Code,  is  amended— 

(1)  by  inserting  "other  than  a  highway  on 
the  Interstate  System  located  outside  of  an 
urbanized  area  of  fifty  thousand  population 


or  more,  (2)  a  maximum  speed  on  any  high- 
way within  its  jurisdiction  on  the  Interstate^ 
System  located  outside  of  an  urbanized  area' 
of  fifty   thousand  population   or  more   in 
excess  of  sixty-five  miles  per  hour"  immedi- 
ately after  'hour":  and 

(2)  by  renumbering  "(2)"  as  "(3)"  at  the 
two  places  "(2)"  appears. 

(b)  Subsection  154(f)  of  title  23,  United 
States  Code,  is  amended  by  inserting  "on 
public  highways  with  speed  limits  posted  at 
fifty-five  miles  per  hour"  immediately  after 
"hour". 

CUMBERLAND  GAP  NATIONAL  HISTORICAL  PARK, 
VIRGINIA 

Sec  152.  (a)  Section  160(a)  of  the  Federal- 
Aid  Highway  Act  of  1973  187  Stat.  278)  is 
amended  by  adding  the  following  new  sen- 
tences at  the  end  thereof:  "After  completion 
of  the  reconstruction  and  relocation  of 
Route  25E  through  the  Cumberland  Gap  Na- 
tional Historical  Park  (including  construc- 
tion of  a  tunnel  and  the  approaches  there- 
to), funds  available  for  parkways  in  subsec- 
tion (a)  of  section  101,  Title  23,  United 
States  Code,  shall  be  available  to  finance  the 
cost  of  upgrading  from  2  lanes  to  4  lanes  a 
highway  providing  access  from  such  route 
through  that  portion  of  the  Cumberland 
Gap  National  Historical  Park  which  lies 
within  the  State  of  Virginia.  The  project,  in- 
cluding any  environmental  impact  state- 
ments, referred  to  in  the  preceding  sentence 
shall  not  delay  or  affect  in  any  way  the  re- 
construction and  relocation  of  Route  25E 
(including  construction  of  a  tunnel  and  ap- 
proaches thereto). 

(b)  Subsection  (b)  of  section  160  of  such 
Act  is  amended  by  inserting  after  "rights-of- 
way"  the  following:  "including  approaches 
in  the  State  of  Virginia". 

STATE  MATCHING  SHARE 

Sec.  153.  Notwithstanding  title  23.  United 
States  Code,  the  State  matching  share  for 
the  Calder  Bridge  project  across  the  St.  Joe 
River,  nineteen  miles  east  of  St.  Maries, 
Idaho,  including  approaches,  under  title  23, 
United  States  Code,  may  be  credited  by  the 
fair  market  value  of  land  incorporated  into 
the  projected,  where  such  land  is  fair  market 
value  of  land  incorporated  into  the  project, 
where  such  land  is  in  addition  to  existing 
public  right-of-way  and  such  land  is  lawful- 
ly donated  to  the  State  or  local  government 
after  the  effective  date  of  this  section,  and 
may  be  credited  by  the  fair  market  value  of 
construction  on  the  project  performed  by  or 
donated  to  the  State  or  local  government 
after  the  effective  date  of  this  section. 

ADVANCE  CONSTRUCTION 

Sec.  154.  (a)  Section  115  of  title  23.  United 
States  Code,  is  amended  by  striking  the  title 
and  inserting  in  lieu  thereof  "Advaiice  con- 
struction". 

(b)  Paragraph  (a)  of  section  115  of  title  23, 
United  States  Code,  is  amended  to  read  as 
follows: 

"(a)  When  a  State  has  obligated  all  the 
highway  substitute,  urban,  secondary  or 
bridge  funds,  as  the  case  may  be,  appor- 
tioned or  allocated  to  it  or  has  used  or  dem- 
onstrates that  it  will  use  the  obligation  au- 
thority allocated  to  it,  and  proceeds  to  con- 
struct a  highway  substitute,  urban,  second- 
ary or  bridge  project  without  the  aid  of  Fed- 
eral funds  in  accordance  with  all  procedures 
and  all  requirements  applicable  to  a  project, 
except  insofar  as  procedures  and  require- 
ments limit  a  State  to  the  construction  of  a 
project  with  the  aid  of  funds  previously  ap- 
portioned or  allocated  to  it  or  limit  a  State 
to  the  construction  of  a  project  with  obliga- 
tion authority  previously  allocated  to  it,  the 
Secretary,  upon  approval  of  an  application. 


is  authorized  to  pay  to  the  State  the  Federal 
share  of  the  cost  of  construction  of  the 
project  when  additional  funds  are  appor- 
tioned or  allocated  to  the  State,  or  when  ad- 
ditional obligation  authority  is  allocated  to 
the  State  if— 

"(A)  prior  to  the  construction  of  the 
project  the  Secretary  approved  the  plans  and 
specifications  therefor  in  the  same  manner 
as  other  projects,  and 

"(B)  the  project  conforms  to  the  applicable 
standards  under  section  109  of  this  title. ". 

(c)  Paragraph  (b)(1)  of  section  115  of  title 
23.  United  States  Code,  is  amended  to  read 
as  follows: 

"(b)(1)  When  a  State  proceeds  to  construct 
any  project  on  the  Federal-aid  primary 
system  including  the  Interstate  System  urith- 
out  the  aid  of  Federal  funds  in  accordance 
with  all  procedures  and  all  requirements  ap- 
plicable to  projects  on  the  Interstate  System 
or  the  primary  systcTn,  as  the  case  may  be, 
except  insofar  as  the  procedures  and  require- 
ments limit  a  State  to  the  construction  of 
projects  with  the  aid  of  Federal  funds  previ- 
ously apportioned  to  it,  the  Secretary,  upon 
approval  of  the  application,  is  authorized  to 
pay  to  the  State  the  Federal  share  of  the  cost 
of  construction  of  the  project  when  addi- 
tional funds  are  apportioned  to  the  State 
if- 

"(A)  prior  to  the  construction  of  the 
project  the  Secretary  approved  the  plans  and 
specifications  therefor  in  the  same  manner 
as  other  projects,  and 

"(B)  the  project  conforms  to  the  applicable 
standards  under  section  109  of  this  title. ". 

Id)  Paragraph  (b)(3)  of  section  115  of  title 
23,  United  States  Code,  is  amended  by  in- 
serting "on  the  Interstate  System"  after 
"project"  the  first  place  that  "project"  ap- 
pears. 

(e)  Section  115  of  title  23,  United  States 
Code,  is  further  amended  by  adding  new 
subsection  (d)  as  follows: 

"(d)  the  Secretary  may  not  approve  an  ap- 
plication under  this  section  if  the  amount  of 
approved  applications  in  the  category  of 
funds  involved  exceeds  the  total  of  that  cate- 
gory of  unobligated  funds  apportioned  or  al- 
located to  a  State,  plus  such  State's  expected 
apportionment  of  that  category  of  funds 
from  existing  authorizations  plus  an 
amount  equal  to  such  States  expected  appor- 
tionment of  that  category  of  funds  for  one 
additional  fiscal  year. ". 

DAVID-BACON  WAGE  RATES 

Sec.  155.  Subsection  (a)  of  section  113  of 
title  23,  United  States  Code,  is  amended  by 
striking  out  "subcontractors  on"  and  insert- 
ing in  lieu  thereof  "subcontractors  under 
any  contract  or  subcontract  in  excess  of 
$250,000  for". 

H-3  HIGHWA  Y  IN  HA  WAH 

Sec  156.  The  Secretary  of  Transportation 
shall  approve  the  construction  of  the  Inter- 
state Highway  H-3  between  the  Halawa 
Interchange  to,  and  including,  the  Halekou 
Interchange  (a  distance  of  approximately 
10.7  miles),  and  such  construction  shall  pro- 
ceed to  completion  noturithstanding  section 
138  of  title  23  and  section  303  of  title  49, 
United  States  Code. 

HEAVY  VEHICLE  USE  TAX 

Sec  157.  None  of  the  funds  appropriated 
or  made  avaiable  by  this  or  any  other  Act 
shall  be  used  to  implement  Internal  Revenue 
Service  Regulation  section  41.4481-l(a)(2) 
or  any  ruling  or  procedure  which  attains  the 
same  or  similar  result 
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EFFECTIVE  DATE 

Sec.    158.   Except  as  othenoise  provided 
therein  the  effective  date  of  the  Federal-Aid 
Highway  Act  of  1986  is  October  1,  1986. 
TITLE  Il-MASS  TRANSIT 

AVTHORIZATIONS 

Sec.  201.  (a)  Section  21  of  the  Urban  Mass 
Transportation  Act  of  1964  is  amended— 

(1)  in  subsection  (aJdJ,  by  striking  out 
"and  $3,050,000,000  for  the  fiscal  year 
ending  September  30,  1986,  and  funds"  and 
inserting  in  lieu  thereof  the  following: 
"$3,050,000,000  for  the  fiscal  year  ending 
September  30,  1986,  such  sums  as  may  be 
necessary  for  fiscal  year  1987,  $1,990,000,000 
for  fiscal  year  1988,  $1,993,000,000  for  fiscal 
year  1989,  and  $1,996,000,000  for  fiscal  year 
1990.  Funds"; 

(2)  in  subsection  (a)(2)<B),  by  striking  out 
"and  $1,100,000,000  for  fiscal  year  1986"  and 
inserting  in  lieu  thereof  "$1,100,000,000  for 
fiscal  year  1986,  and  $1,000,000,000  for  each 
of  the  fiscal  years  1987  through  1990"; 

(3)  in  subsection  (a)(4),  by  striking  out  "In 
each  of  the  fiscal  years  1984,  1985,  and  1986" 
and  inserting  in  lieu  thereof  "in  each  of  the 
fiscal  years  1984  through  1990"; 

(4)  in  subsection  (a)(5),  by  striking  out 
"1984,  1985,  and  1986"  and  inserting  in  lieu 
thereof  "1984  through  1990";  and 

(5)  in  the  first  sentence  of  subsection  (b), 
by  striking  out  "and"  before  "$90,000,000" 
and  by  inserting  before  the  period  at  the  end 
the  following:  ",  such  sums  as  may  be  appro- 
priated for  fiscal  year  1987,  and  $46,000,000 
for  each  of  the  fiscal  years  1988  through 
1990". 

(b)  Section  4(g)  of  such  Act  is  amended  by 
sinking  out  "and"  before  "$400,000,000" 
and  by  inserting  after  "September  30,  1986," 
the  following:  "such  sums  as  may  be  neces- 
sary for  fiscal  year  1987,  and  $200,000,000 
for  each  of  the  fiscal  years  1988  through 
1990, ". 

NEWLY  URBANIZED  AREAS 

Sec.  202.  The  last  sentence  of  section 
9(k)(2)  of  the  Urban  Mass  Transportation 
Act  of  1964  is  amended  by  inserting  "author- 
ized" after  "its". 

LEASED  PROPERTY 

Sec.  203.  Section  9(j)  of  the  Urban  Mass 
Transportation  Act  of  1964  is  amended  by 
inserting  after  the  first  sentence  the  follow- 
ing: "Grants  for  construction  projects  under 
this  section  shall  also  be  available  to  fi- 
nance the  leasing  of  facilities  and  equip- 
ment for  use  in  mass  transportation  service, 
subject  to  regulations  limiting  such  grants 
to  leasing  arrangements  which  are  more  cost 
effective  than  acquisition  or  constructioru 
The  Secretary  shall  publish  regulations 
under  the  preceding  sentence  in  proposed 
form  in  the  Federal  Register  for  public  com- 
ment not  later  than  60  days  after  the  date  of 
enactment  of  this  sentence,  and  shall  pro- 
mulgate such  regulations  in  final  form  not 
later  than  120  days  after  such  date  of  enact- 
ment". 

DEFINITION  OF  ASSOCIATED  CAPITAL  ITEM 

Sec.  204.  The  last  sentence  of  section  9(j) 
of  the  Urban  Mass  Transportation  Act  of 
1964  is  amended— 

(1)  by  striking  out  "and  materials"  and 
inserting  in  lieu  thereof  ",  tires,  tubes,  mate- 
rials, and  supplies";  and 

(2)  by  striking  out  "1  per  centum"  and  in- 
serting in  lieu  thereof  "one-half  of  1  per 
centum". 

O  VERHA  UL-RECONSTR  UCTtON 

Sec.  205.  (a)  Section  12(c)(1)  of  the  Urban 
Mass  Transportation  Act  of  1964  is  amended 
by  inserting  "(A)"  after  "such  term  also 
means"  and  by  inserting  before  the  semi- 


colon at  the  end  thereof  the  following:  ",  (B) 
any  btis  remanufacturing  project  which  ex- 
tends the  economic  life  of  a  bus  eight  years 
or  more,  and  (C)  any  project  for  the  over- 
haul of  rolling  stock  (whether  or  not  such 
overhaul  increases  the  useful  life  of  the  roll- 
ing stock)". 

(b)  Section  9(j)  of  such  Act  is  amended— 

(1)  by  inserting  "(1)"  before  "Grants";  and 

(2)  by  adding  at  the  end  the  following  new 
paragraphs: 

"(2)  A  project  for  the  reconstruction 
(whether  by  employees  of  the  grant  recipient 
or  by  contract),  of  any  equipment  and  mate- 
rials each  of  which,  after  reconstruction, 
loill  have  a  fair  market  value  no  less  than 
one  half  of  1  percent  of  the  current  fair 
market  value  of  rolling  stock  comparable  to 
the  rolling  stock  for  which  the  equipment 
and  materials  are  to  be  used  shall  be  consid- 
ered a  project  for  construction  of  an  associ- 
ated capital  maintenance  item  under  this 
section. 

"(3)  Notwithstanding  any  other  provision 
of  this  section— 

"(A)  a  grant  or  that  portion  of  a  grant,  for 
a  project  under  the  second  sentence  of  para- 
graph (1); 

"(B)  a  grant  covering  the  costs  of  associat- 
ed capital  maintenance  items  having  a 
value  of  less  than  1  per  centum  but  more 
than  '/,  of  1  per  centum  of  current  fair 
market  value  of  rolling  stock  described  in 
the  last  sentence  of  paragraph  (1);  and 

"(C)  a  grant  under  paragraph  (2); 
shall  be  subject  to  the  Federal  grant  limita- 
tion contained  in  the  second  sentence  of 
subsection  (k)(l). ". 

(c)  Section  3(a)(2)(A)(iii)  of  such  Act  is 
amended  by  inserting  before  the  period  the 
following:  ",  and  will  maintain  such  facili- 
ties and  equipment". 

PROJECT  MANAGEMENT  OVERSIGHT 

Sec.  206.  The  Urban  Mass  Transportation 
Act  of  1964  is  amended  by  inserting  at  the 
end  thereof  the  following  new  section: 

"PROJECT  MANAGEMENT  OVERSIGHT 

"Sec.  24.  (a)(1)  The  Secretary  may  use  as 
much  as  is  necessary  of  the  funds  made 
available  for  each  fiscal  year  by  sections 
21(a)(1),  21(a)(2)(B),  and  4(g)  of  this  Act 
and  section  14(b)  of  the  National  Capital 
Transportation  Act  of  1969  to  contract  with 
any  person  for  the  performance  of  project 
management  oversight  Any  contract  en- 
tered into  under  this  subsection  shall  pro- 
vide for  the  payment  by  the  Secretary  of  100 
percent  of  the  cost  of  carrying  out  the  con- 
tract 

"(2)  Each  recipient  of  assistance  under 
this  Act  or  section  14(b)  of  the  National 
Capital  Transportation  Act  of  1969  shall 
provide  the  Secretary  and  a  contractor 
chosen  by  the  Secretary  in  accordance  with 
paragraph  (1)  such  access  to  its  construc- 
tion sites  and  records  as  may  be  reasonably 
required 

"(b)  As  a  condition  of  Federal  financial 
assistance  for  a  major  capital  project  under 
this  Act  or  the  National  Capital  Transporta- 
tion Act  of  1969,  the  Secretary  shall  require 
Vie  recipient  to  prepare  and,  after  approval 
by  the  Secretary,  implement  a  project  man- 
agement plan  which  meets  the  requirements 
of  subsection  (c). 

"(c)  A  project  management  plan  may,  as 
required  in  each  case  by  the  Secretary,  pro- 
vide for— 

"(1)  adequate  recipient  staff  organisation 
complete  with  well-defined  reporting  rela- 
tionships, statements  of  functional  responsi- 
bilities, job  descriptions,  and  job  qualifica- 
tions; 

"(2)  a  budget  covering  the  project  manage- 
ment organization,  appropriate  consultants. 


property  acquisition,  utility  relocation,  sys- 
tems demonstration  staff,  audits,  and  such 
miscellaneous  payments  as  the  recipient 
may  be  prepared  to  justify; 

"(3)  a  construction  schedule; 

"(4)  a  document  control  procedure  artd 
recordkeeping  system; 

"(5)  a  change  order  procedure  which  in- 
cludes a  documented,  systematic  approach 
to  the  handling  of  construction  change 
orders; 

"(6)  organizational  structures,  manage- 
ment skills,  and  staffing  levels  required 
throughout  the  construction  phase; 

"(7)  quality  control  and  quality  assurance 
functions,  procedures,  and  responsibilities 
for  construction  and  for  system  installation 
and  integration  of  system  components; 

"(8)  materials  testing  policies  and  proce- 
dures; 

"(9)  internal  plan  implementation  and  re- 
porting requirements; 

"(10)  criteria  and  procedures  to  be  used 
for  testing  the  operational  system  of  its 
major  components;  or 

"(11)  periodic  updates  of  the  plan,  espe- 
cially with  respect  to  such  items  as  project 
budget  and  project  schedule,  financing,  rid- 
ership  estimates,  and  where  applicable,  the 
statiis  of  local  efforts  to  enhance  ridership 
in  cases  where  ridership  estimates  are  con- 
tingent in  part  upon  the  success  of  such  ef- 
forts; and 

"(12)  the  recipient's  commitment  to  make 
monthly  submissions  of  project  budget  and 
project  schedule  to  the  Secretary. 

"(d)  The  Secretary  shall  promulgate  such 
regulations  as  may  be  necessary  to  imple- 
ment the  provisions  of  this  section.  Such 
regulations  shall  be  published  in  proposed 
form  for  comment  in  the  Federal  Register 
and  shall  be  submitted  for  review  to  the 
Committee  on  Public  Works  and  Transpor- 
tation of  the  House  of  Representatives  and 
the  Committee  on  Banking,  Housing,  and 
Urban  Affairs  of  the  Senate  not  later  than  60 
days  after  the  date  of  enactment  of  this  sec- 
tion, and  shall  be  promulgated  in  final  form 
not  later  than  120  days  after  the  date  of  en- 
actment of  this  section.  Such  regulations 
shall  at  a  minimum,  include  the  following: 

"(1)  A  definition  of  the  term  'major  capital 
project'  for  the  purpose  of  subsection  (b). 
Such  definition  shall  exclude  projects  for  the 
acquisition  of  vehicles  or  other  rolling  stock, 
or  for  the  performance  of  vehicle  mainte- 
nance or  rehabilitation. 

"(2)  A  requirement  that  in  order  to  maxi- 
mize the  transportation  benefits  and  cost 
savings  associated  with  project  management 
oversight  sux:h  oversight  shall  l>egin  during 
the  preliminary  engineering  stage  of  a 
project  The  requirement  of  this  paragraph 
shall  not  apply  if  the  Secretary  finds  that  it 
is  more  appropriate  to  initiate  such  over- 
sight during  another  stage  of  the  project 

"(e)  The  Secretary  shall  approve  a  plan 
submitted  pursuant  to  subsection  (b)  urithin 
60  days  following  its  submittal.  In  the  event 
that  approval  cannot  be  completed  within 
60  days,  the  Secretary  shall  inform  the  recip- 
ient of  the  reasons  therefor  and  as  to  how 
much  more  time  is  needed  for  review  to  be 
completed  If  a  plan  is  disapproved,  the  Sec- 
retary shall  inform  the  recipient  of  the  rea- 
sons therefor. ". 

EFFECTIVE  DATE 

Sec.  158.  Except  as  otherwise  provided 
therein  the  effective  date  of  the  Federal-Aid 
Highway  Act  of  1986  is  October  1, 1986. 
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TITLE  III— DISASTER  RELIEF 
AMENDMENTS 


Ssc.  301.  This  title  ynay  be  cited  as  the 
"Disaster  Relief  Act  Amendments  of  1986". 

Sxc.  302.  The  short  title  of  the  Disaster 
Relief  Act  of  1974  (Public  Law  93-288)  is 
hereby  amended  by  deleting  the  toords  "Dis- 
aster Relief  Act  of  1974"  and  inserting  in 
lieu  thereof  "Major  Disaster  Relief  and 
Emergency  Assistance  Act". 

Skc.  303.  Section  10211)  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  S122(1J)  U 
amended  to  read  as  follows: 

"(1)  'Emergency'  means  any  occasion  or 
instance  for  which  in  the  determination  of 
the  President,  Federal  assistance  is  needed 
to  supplement  State  and  local  efforts  and  ca- 
pabilities to  save  lives  and  to  protect  prop- 
erty, public  health  and  safety,  or  to  lessen  or 
avert  the  threat  of  a  catastrophe  in  any  part 
of  the  United  States. ". 

Sec.  304.  TiUe  VIII  of  the  Public  Works 
and  Economic  Development  Act  of  196S,  as 
amended  (Public  Law  89-136:  42  U.S.C. 
3231-3236)  is  hereby  repealed,  and  title  V  of 
the  Disaster  Relief  Act  of  1974  (Public  Law 
93-288)  is  hereby  amended  to  read  as  fol- 
lows: 

"TITLE  V-FEDERAL  EMERGENCY 

ASSISTANCE  PROGRAMS 

"PROCEDURES 

"Sec.  SOI.  (a)  All  reguests  for  a  determina- 
tion by  the  President  that  an  emergency 
exists  shall  be  made  by  the  Governor  of  the 
affected  Slate.  Such  request  shall  be  based 
upon  the  Govemor'a  finding  that  the  situa- 
tion is  of  such  severity  and  magnitude  that 
effective  response  is  beyond  the  capabilities 
of  the  State  and  the  affected  local  govern- 
ments and  that  Federal  assistance  is  neces- 
sary. The  Governor's  request  unll  furnish  in- 
formation describing  State  and  local  efforts 
and  resources  which  have  been  or  loill  be 
used  to  alleviate  the  emergency,  and  will 
define  the  type  and  extent  of  Federal  aid  re- 
quired. As  a  part  of  this  request,  and  as  a 
prerequisite  to  emergency  assistance  under 
the  Act,  the  Governor  shall  take  appropriate 
action  under  State  law  and  direct  execution 
of  the  State's  emergency  plan.  Based  upon 
such  Governor's  request,  the  President  may 
declare  that  an  emergency  exists. 

"(b)  The  President  may  exercise  any  au- 
thority vested  in  him  by  section  502  and  sec- 
tion 503  of  this  Act  with  respect  to  an  emer- 
gency when  he  determines  Uiat  an  emergen- 
cy exists  for  which  the  primary  responsibil- 
ity for  response  rests  loith  the  United  States 
because  the  emergency  involves  a  subject 
area  for  which,  under  the  Constitution  or 
laws  of  the  United  States,  the  United  States 
exercises  exclusive  or  preeminent  responsi- 
bility and  authority.  The  President  may  de- 
termine that  such  an  emergency  exists  only 
after  consultation  unth  the  Governor  of  the 
affected  State,  if  practicable.  The  President's 
determination,  however,  may  be  made  with- 
out regard  to  the  provisions  of  section 
SOl(a)  of  this  Act 

"FEDERAL  ASSISTANCE 

"Sec.  502.  In  any  emergency,  the  President 
may— 

"(a)  direct  any  Federal  agency  with  or 
without  reimbursement  to  utilize  its  au- 
thorities and  the  resources  granted  to  it 
under  other  Acts,  including  but  not  limited 
to  personnel,  equipment  supplies,  facilities, 
and  managerial,  technical  and  advisory 
services  in  support  of  State  and  local  emer- 
gency assistance  efforts  to  save  lives  and  to 
protect  property,  public  health  and  safety  or 
to  lessen  or  avert  the  threat  of  a  catastrophe; 

"(b)  coordinate  all  Federal  agencies  and 
voluntary  relief  or  disaster  assistance  orga- 


nizations providing  emergency  assistance, 
and  coordinate  emergency  assistance  toith 
State  and  local  officials;  and 

"(c)  provide  technical  and  advisory  assist- 
ance to  affected  State  and  local  governments 
in  the  performance  of  essential  community 
services,  warning  of  risks  of  hazards,  public 
information  and  assistance  in  health  and 
safety  measures,  management  and  controL 
and  reduction  of  immediate  threats  to 
public  health  and  safety. 

"EMERGENCY  ASSISTANCE  ' 

"Sec.  503.  (a)  In  an  emergency,  when  the 
Federal  assistance  provided  pursuant  to  sec- 
tion 502  of  this  title  is  inadequate,  the  Presi- 
dent may  provide  assistance  to  save  lives 
and  protect  property,  public  health  and 
safety,  or  to  lessen  or  avert  the  threat  of  a 
catastrophe.  When  debris  removal  assist- 
ance is  appropriate  under  this  section,  it 
shall  be  provided  in  accordance  unth  the 
terms  and  conditions  of  section  406  of  this 
Act 

"(b)  In  any  emergency  and  except  as  pro- 
vided by  subsection  (c)  of  this  section,  the 
costs  of  providing  emergency  assistance 
under  this  section  shall  not  exceed 
$5,000,000  of  funds  appropriated  to  carry 
out  this  Act 

"(c)  The  limitation  of  subsection  (b)  of 
this  section  may  be  exceeded  when  the  Presi- 
dent determines  that  continued  emergency 
assistance  is  immediately  required;  that 
there  is  a  continuing  and  immediate  risk  to 
lives,  property,  public  health  or  safety:  and 
that  necessary  assistance  will  not  otherwise 
be  provided  on  a  timely  basis.  In  the  event 
that  the  limitation  of  subsection  (b)  is  ex- 
ceeded, the  President  shall  report  to  Con- 
gress on  the  nature  and  extent  of  the  emer- 
gency assistance  requirements  and  propose 
additional  legislation  if  necessary. ". 

Sec.  305.  Section  102(2)  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5122(2))  is 
amended  to  read  as  follows— 

"(2)  'Major  disaster'  means  any  natural 
catastrophe,  including  any  hurricane,  tor- 
nado, storm,  high  water,  roinddriven  water, 
tidal  wave,  tsunami,  earthquake,  volcanic 
eruption,  landslide,  mudslide,  snowstorm,  or 
drought  or  any  fire,  flood,  or  explosion,  re- 
gardless of  cause,  in  any  part  of  the  United 
States  which  in  the  determination  of  the 
President  causes  damage  of  sufficient  sever- 
ity and  magnitude  to  warrant  major  disas- 
ter assistance  under  this  Act  to  supplement 
the  efforts  and  available  resources  of  States, 
local  governments,  and  disaster  relief  orga- 
nizations in  alleviating  the  damage,  loss, 
hardship,  or  suffering  caused  thereby. ". 

Sec.  306.  Title  II  of  the  Disaster  Relief  Act 
of  1974  (42  U.S.C.  5131-5132)  U  amended 
by- 

(1)  striking  the  words  "(including  the  De- 
fense Civil  Preparedness  Agency)"  in  section 
201(a); 

(2)  adding  the  words  "including  evalua- 
tions of  natural  hazards  and  development  of 
the  programs  and  actions  required  to  miti- 
gate such  hazards,"  between  the  toords 
"plans"  and  "except"  in  section  201(d):  and 

(3)  striking  "$25,000"  in  section  201(d) 
and  inserting  in  lieu  thereof  "$50,000". 

Sec.  307.  Title  III  of  the  Disaster  Relief  Act 
of  1974  (42  U.S.C.  5141-5158)  is  amended 
by- 

(1)  deleting  sections  301,  305,  and  306  and 
renumbering  subsequent  sections  appropri- 
ately; 

(2)  deleting  the  caption  "federal  assist- 
ance" of  section  301,  as  redesignated  by 
paragraph  (1)  of  this  section,  and  inserting 
in  lieu  thereof  "rules  and  regulations"; 

(3)  deleting  the  first  and  second  sentences 
of  suttsection  (a)  of  section  301.  as  redesig- 


nated by  paragraph  (1)  of  this  section,  and 
amending  the  final  sentence  thereof  by 
adding  ",  with  or  urithout  reimbursement " 
immediately  before  "through":  and 

(4)  deleting  ",  or  economic  status"  in  the 
second  sentence  of  section  308(a)  as  redesig- 
nated by  paragraph  (1)  of  this  section,  and 
adding  "or" before  "age,". 

Sec.  308.  Section  302(a)  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5143(a)),  as  re- 
designated by  section  307(1)  of  this  Act  is 
amended  by  adding  at  the  end  thereof  the 
following:  "The  Federal  coordinating  officer 
shall  represent  the  President  in  coordinat- 
ing the  emergency  or  the  major  disaster  re- 
sponse and  recovery  effort ". 

Sec.  309.  Section  311  of  the  Disaster  Relief 
Act  of  1974  (42  U.S.C.  5154),  as  redesignated 
by  section  307(1)  of  this  Act  is  amended  by 
redesignating  subsections  (a),  (b),  and  (c)  as 
(b).  (c).  and  (d).  respectively,  and  by  adding 
at  the  t>eginning  thereof  a  new  subsection  as 
follows: 

"(a)  As  a  condition  of  assistance,  any 
public  facility  and  private  nonprofit  facility 
which  is: 

"(1)  located  in  a  special  flood  hazard  area 
as  identified  by  the  Director  pursuant  to  the 
National  Flood  Insurance  Act  of  1968,  as 
amended  (42  U.S.C.  4001  et  seq.); 

"(2)  damaged  or  destroyed  by  flooding; 
and 

"(31  otherwise  eligible  for  assistance  under 
section  405  of  this  Act  must  be  covered,  on 
the  date  of  the  flood  damage,  by  reasonable 
and  adequate  flood  insurance.  Assistance 
under  section  405  for  any  such  facility  not 
so  covered  shall  be  reduced  by  the  maximum 
amount  of  benefits  which  could  have  been 
received  had  reasonable  and  adequate  flood 
insurance  been  in  force:  Provided,  however. 
That  this  reduction  of  assistance  shall  not 
apply  to  uninsured  facilities  where  such 
communities  have  been  identified  for  less 
than  one  year  as  having  special  flood 
hazard  areas.  The  limitations  of  assistance 
required  by  this  subsection  shall  not  apply 
until  final  regulations  are  promulgated  by 
the  President  Such  regulations  shall  define 
reasonable  and  adequate  flood  insurance. ". 

Sec.  310.  Section  312  of  the  Disaster  Relief 
Act  of  1974  (42  U.S.C.  5155).  as  redesignated 
by  section  307(1)  of  this  Act  is  amended  to 
read  as  follows: 

"DUPUCATtON  OF  BENEFITS' 

"Sec.  312.  (a)  Agencies  or  other  organiza- 
tions providing  Federal  assistance  for  needs 
or  losses  resulting  from  a  major  disaster  or 
emergency  shall  assure  that  no  person,  busi- 
ness concern,  or  other  entity  receives  any 
such  Federal  assistance  if  said  person,  busi- 
ness concern,  or  entity  receives  or  is  entitled 
to  receive  benefits  for  the  same  purposes 
from  insurance  or  any  other  Federal  or  non- 
Federal  source:  Provided,  That  nothing  in 
this  section  shall  prohibit  the  provision  of 
Federal  assistance  to  a  person,  business  con- 
cern, or  other  entity  who  is  or  may  be  enti- 
tled to  receive  benefits  for  the  same  purposes 
from  insurance  or  any  other  Federal  or  non- 
Federal  source  when  any  such  applicant  for 
Federal  assistance  has  not  received  such 
other  t>enefits  by  the  time  of  application  for 
Federal  assistance,  so  long  as  the  applicant 
for  Federal  assistance  agrees  as  a  condition 
of  receipt  of  Federal  assistance  to  repay  du- 
plicative assistance  from  insurance  or  any 
other  Federal  or  non-Federal  source  to  the 
agency  or  other  organizations  providing  the 
Federal  assistance.  The  President  shall  es- 
tablish such  procedures  as  are  deemed  neces- 
sary to  insure  uniformity  in  preventing 
such  duplication  of  benefits.  Receipt  of  par- 
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tial benefits  for  a  loss  or  need  resulting  from 
a  major  disaster  or  emergency  does  not  pre- 
clude provision  of  additional  Federal  assist- 
ance for  any  part  of  such  loss  or  need  for 
which  benefits  have  not  been  provided. 

"(b)  A  person,  business  concern,  or  other 
entity  receiving  Federal  assistance  for  needs 
or  losses  resulting  from  a  major  disaster  or 
emergency  shall  be  liable  to  the  United 
States  to  the  extent  that  such  Federal  assist- 
ance has  duplicated  benefits  available  to  the 
person,  business  concern,  or  other  entity  for 
the  same  purpose  from  insurance  or  any 
other  Federal  or  non-Federal  sources.  The 
agency  or  other  organization  which  provid- 
ed the  duplicative  assistance  shall  collect 
such  duplicative  assistance  from  the  recipi- 
ent in  accordance  vnth  the  (Claims  Collec- 
tion Act  of  1966,  as  amended,  when  in  the 
best  interest  of  the  GovemmenL  The  repay- 
ment shall  not  exceed  the  amount  of  Federal 
assistance  received. 

"(c)  Federal  disaster  assistance  and  com- 
parable disaster  assistance  provided  by 
States,  local  governments,  and  disaster  as- 
sistance organizations  to  individuals  and 
families  shall  not  be  coTisidered  as  income 
or  a  resource  when  determining  eli0l>ility 
or  benefit  levels  for  federally  funded  income 
assistance  or  resource  tested  benefit  pro- 
grams. ". 

Sec.  311.  (a)  Title  HI  of  the  Disaster  Relief 
Act  of  1974  (42  U.S.C.  S141-S1S8)  U  amended 
by  adding  at  the  end  thereof  four  new  sec- 
tions as  follows: 

"PROTECTION  OF  ENVIROSMENT 

"Sec.  315.  No  action  taken  or  assistance 
provided  pursuant  to  section  402,  403,  406, 
502,  or  503  of  this  Act,  or  any  assistance  pro- 
vided pursuant  to  section  405  of  this  Act 
that  has  the  effect  of  restoring  facilities  sub- 
stantially as  they  existed  prior  to  the  disas- 
ter, shall  be  deemed  a  major  Federal  action 
significantly  affecting  the  quality  of  the 
human  environment  within  the  meaning  of 
the  National  Environmental  Policy  Act  of 
1969  (83  StaL  852).  Nothing  in  this  section 
shall  alter  or  affect  the  applicability  of  the 
National  Environmental  Policy  Act  of  1969 
(83  StaL  852)  to  other  Federal  actions  taken 
under  this  Act  or  under  any  other  provisions 
of  law. 

"RECOVERY  OF  FUNDS 

"Sec.  316.  The  Attorney  General  of  the 
United  States  is  authorized  to  institute  ac- 
tions in  the  United  States  District  Court  for 
the  district  in  which  an  emergency  or  major 
disaster  occurred,  or  in  suc/i  district  as  oth- 
erwise provided  by  law,  against  any  party 
whose  acts  or  omissioTis  may  in  any  way 
have  caused  or  contributed  to  the  damage  or 
hardship  for  which  Federal  assistance  is 
provided  pursuant  to  this  Act  Upon  the 
shounng  that  an  emergency  or  major  disas- 
ter or  the  associated  damage  or  hardship 
was  caused  in  whole  or  in  part  by  an  act  or 
omission  of  such  party,  then  such  party 
shall  be  liable  to  the  United  States  for  the 
full  amount  of  Federal  expenditures  made  to 
alleviate  the  suffering  or  damage  attributa- 
ble to  sxtch  act  or  omissioiu  The  authority  of 
this  section  shall  also  apply  to  the  recovery 
of  Federal  funds  expended  under  the  author- 
ity of  section  419  of  thU  Act  for  fire  suppres- 
sion. 

"audits  and  investigations 

"Sec.  317.  (a)  The  President,  when  deemed 
necessary  to  assure  compliance  with  any 
provision  of  this  Act  or  related  regulations, 
shall  conduct  audits  and  investigations  and 
in  connection  therewith  may  enter  such 
places  and  inspect  such  records  and  ac- 
counts and  question  such  persons  as  deemed 


necessary  to  determine  the  facts  relative 
thereto. 

"(b)  The  President,  when  deemed  neces- 
sary to  assure  compliance  urith  any  provi- 
sion of  this  Act  or  related  regulations,  may 
require  audits  by  State  and  local  govern- 
ments in  connection  with  a.ssistance  provid- 
ed under  the  Act 

"(c)  The  President  and  the  Comptroller 
General  of  the  United  States,  or  any  of  their 
duly  authorized  representatives,  shall  have 
access,  for  purposes  of  investigation,  audit, 
and  examination,  to  any  books,  documents, 
papers,  and  records  of  any  person  or  entity 
relating  to  any  activity  or  program  under- 
taken or  funded  pursuant  to  this  Act 

"CRIMINAL  AND  CIVIL  PENALTIES 

"Sec.  318.  (a)  Any  person,  organization,  or 
other  entity  who  knounngly  makes  a  false 
statement  or  representation  of  a  material 
fact,  or  who  knounngly  fails  to  disclose  a 
material  fact,  in  any  application  or  other 
document  in  connection  with  a  request  for 
assistance  under  this  Act  or  who  knounngly 
falsifies  or  withholds,  conceals,  or  destroys 
any  documents,  boolcs,  records,  reports,  or 
statements  upon  which  suc/i  request  for  as- 
sistance is  based,  shall  be  fined  not  more 
than  SI 0,000  or  imprisoned  for  not  more 
than  one  year,  or  tmth,  for  each  violation. 

"(b)  Any  person,  organization,  or  other 
entity  who  knowingly  makes  a  false  state- 
ment or  representation  of  a  material  fact  or 
who  knowingly  fails  to  disclose  a  material 
fact  in  any  biU,  invoice,  claim  or  other  doc- 
ument requesting  reimbursement  for  work 
or  services  performed  in  connection  with  as- 
sistance provided  under  this  Act  or  who 
knounngly  falsifies  or  withholds,  conceals, 
or  destroys  any  documents,  books,  records, 
reports,  or  statements  upon  which  such  re- 
quest for  reimbursement  is  based,  shall  be 
fined  not  more  than  $10,000  or  imprisoned 
for  not  more  than  one  year,  or  both,  for  each 
violation. 

"(c)  Any  person,  organization,  dr  other 
entity  who  knounngly  misapplies  the  pro- 
ceeds of  a  loan  or  other  cash  benefit  ob- 
tained under  any  section  of  this  Act  shall  6c 
subject  to  a  fine  in  an  amount  equal  to  one 
and  one-half  times  the  misapplied  amount 
of  the  loan  or  cash  benefit 

"(d)  Whenever  it  appears  that  any  person, 
organization,  or  other  entity  has  violated  or 
is  about  to  violate  any  provision  of  this  Act 
including  rules  and  regulations  issued  and 
civil  penalties  imposed,  the  Attorney  Gener- 
al may  bring  a  civil  action  for  such  relief  as 
may  be  appropriate.  Such  action  may  be 
brought  in  the  district  court  of  the  United 
States  having  jurisdiction  where  the  viola- 
tion occurred  or,  at  the  option  of  the  parties, 
in  the  United  States  District  Court  for  the 
District  of  Columtria. 

"(e)  The  President  or  the  duly  authorized 
representative  of  the  President  shall  expedi- 
tiously refer  to  the  Attorney  General  of  the 
United  States  for  appropriate  action  such 
evidence  developed  in  the  performance  of 
functions  under  this  Act  as  may  6c  found  to 
warrant  consideration  for  criminal  prosecu- 
tion under  the  provisions  of  this  Act  or  other 
Federal  law. ". 

(b)  Title  III  of  the  Disaster  Relief  Act  of 
1974  is  amended  by  deleting  subsections  (a) 
and  (c)  of  section  314  (42  U.S.C.  5157),  as  re- 
designated by  section  307(1)  of  this  Act  and 
by  renumbering  "(b)"  from  the  remaining 
subsection  of  section  314  as  subsection  "(f)" 
of  section  318  as  added  by  section  311(a)  of 
this  Act 

(c)  Title  IV  of  the  Disaster  Relief  Act  of 
1974  is  amended  by  deleting  section  405  (42 


U.S.C.  5175)  and  by  renumbering  subsequent 
sections  appropriately. 

(d)  Section  315  of  the  Disaster  Relief  Act  of 
1974  (42  U.S.C.  5158),  as  redesignated  by  sec- 
tion 307(1)  of  this  Act  is  further  redesignat- 
ed as  section  314. 

Sec.  312.  Title  IV  of  the  DUasUr  Relief  Act 
of  1974  (42  U.S.C.  5171-5189)  w  amended  by 
adding  three  new  sections  as  follows  and  by 
renumbering  subsequent  sections  appropri- 
ately: 

"procedures 

"Sec.  401.  (a)  All  requests  for  a  declaration 
by  the  President  that  a  major  disaster  exists 
shall  be  made  by  the  Governor  of  the  affect- 
ed State.  Such  Governor's  request  shall  be 
based  upon  a  finding  that  the  disaster  is  of 
such  severity  and  magnitude  that  effective 
response  is  beyond  the  capabilities  of  the 
State  and  the  affected  local  governments 
and  that  Federal  assistance  is  necessary.  As 
a  part  of  this  request  and  as  a  prerequisite 
to  major  disaster  assistance  under  the  Act 
the  Governor  shall  take  appropriate  action 
under  State  law  and  direct  execution  of  the 
State's  emergency  plan.  He  shall  furnish  in- 
formation on  the  extent  and  nature  of  State 
resources  which  have  been  or  unU  be  used  to 
alleviate  the  conditions  of  the  disaster,  and 
shall  certify  that  for  the  current  disaster, 
State  and  local  government  obligatiOTis  and 
expenditures  (of  which  State  commitments 
must  be  a  significant  proportion)  will  con- 
stitute the  expenditure  of  a  reasonable 
amount  of  the  funds  of  such  State  and  local 
governments  for  alleviating  the  damage, 
loss,  hardship,  or  suffering  resulting  from 
such  disaster,  including,  but  not  limited  to, 
the  cost-sharing  provisions  pursuant  to  sec- 
tions 405,  406.  407,  and  410  of  thU  Act 
Based  upon  such  Governor's  request  the 
President  may  declare  that  a  major  disaster 
exists. 

"(b)  In  any  case  where  an  eligible  appli- 
cant (or  the  State)  is  unable  to  assume  its  fi- 
nancial responsibility  under  the  cost-shar- 
ing provisions  of  sections  405,  406,  and  407 
of  this  Act  the  President  is  authorized  to 
lend  or  advance  to  the  State  such  25  per 
centum  share.  For  the  purposes  of  section 
405,  such  loan  or  advance  shall  be  author- 
ized only  after  the  occurrence  of  concurrent 
multiple  major  disasters  in  a  given  jurisdic- 
tion, or  the  extraordinary  costs  of  a  particu- 
lar major  disaster,  and  when  the  damages 
caused  by  such  major  disasters  are  so  over- 
whelming and  severe  that  it  is  not  possible 
for  the  applicant  or  the  State  to  assume 
their  financial  responsibility  under  this  Act 
immediately.  Except  as  provided  by  subsec- 
tion (c)  of  this  section,  any  such  loan  or  ad- 
vance w  to  6c  repaid  to  the  United  States; 
there  shall  be  no  deferral  of  the  repayment  of 
loans  or  advances  authorized  by  this  subsec- 
tion or  of  accrued  interest  Such  obligations 
shall  bear  interest  at  a  rate  determined  by 
the  Secretary  of  the  Treasury,  taking  into 
consideration  the  current  market  yields  on 
outstanding  marketable  obligations  of  the 
United  States  with  remaining  periods  to 
maturity  comparable  to  the  reimbursement 
period  of  the  loan  or  advance 

"(c)  The  President  may  cancel  all  or  any 
part  of  such  loan  or  advance  made  regard- 
ing section  405  or  section  406  for  concur- 
rent multiple  major  disasters  or  a  single 
catastrophic  major  disaster  if  a  determina- 
tion is  made  that  foUounng  the  three  full 
fiscal  years  after  the  loan  or  advance  is 
made,  the  applicant  demonstrates  substan- 
tial and  continuing  inalnlity  to  repay  all  or 
part  of  the  loan  or  advance. 
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"Id)  The  President  shall  issue  refftdations 
describing  the  terms  and  conditions  under 
which  any  loans  or  advances  auUtorised  by 
this  section  may  be  mxide  or  canceled. 

"FEDERAL  ASSISTANCE 

"Sec.  402.  In  any  major  disaster,  the  Presi- 
dent may— 

"la)  direct  any  Federal  agency  vrith  or 
without  reimbursement  to  utilize  its  au- 
thorities and  the  resources  granted  to  it 
under  other  Acts  including,  but  not  limited 
to,  personnel,  equipment,  supplies,  facilities. 
and  managerial,  technical,  and  advisory 
services  in  support  of  State  and  local  assist- 
ance efforts; 

"lb)  coordinate  all  Federal  agencies  and 
voluntary  relief  or  disaster  assistance  orga- 
nizations providing  disaster  assistance,  and 
coordinate  disaster  assistance  with  State 
and  local  officials:  and 

"Ic)  provide  technical  and  advisory  assist- 
ance to  affected  State  and  local  governments 
in  the  performance  of  essential  community 
services,  warning  of  risks  and  hazards, 
public  information  and  assistance  in  health 
and  safety  measures,  management  and  con- 
trol, and  reduction  of  immediate  threats  to 
public  health  and  safety. 

"COOPERATION  OF  FEDERAL  AGENCIES  IN 
RENDERING  DISASTER  ASSISTANCE 

"Sec.  403.  la)  In  any  major  disaster.  Fed- 
eral agencies  are  hereby  authorized,  on  the 
direction  of  the  President,  to  provide  assist- 
ance by— 

"ID  utilizing  or  lending,  with  or  without 
compensation  therefore,  to  States  and  local 
governments,  their  equipment,  supplies,  fa- 
cilities, personnel,  and  other  resources,  other 
than  the  extension  of  credit  under  the  au- 
thority of  any  Act; 

"12)  distributing  or  rendering,  through  the 
American  National  Red  Cross,  the  Salvation 
Army,  the  Mennonite  Disaster  Service,  and 
other  relief  and  disaster  assistance  organi- 
zations, or  otherwise,  medicine,  food,  and 
other  consumable  supplies,  other  services  to 
disaster  victims,  or  emergency  assistance; 

"13)  donating  or  lending  equipment  and 
supplies,  including  that  determined  in  ac- 
cordance with  applicable  laws  to  be  surplus 
to  the  needs  and  responsibilities  of  the  Fed- 
eral GovemmenL  to  State  and  local  govern- 
ments for  use  or  distribution  by  them  for  the 
purposes  of  this  Act;  and 

"14)  performing  on  public  or  private  lands 
or  waters  any  emergency  work  or  services  es- 
sential to  save  lives  and  to  protect  and  pre- 
serve property,  public  health  and  safety,  in- 
cluding, but  not  limited  to:  Search  and 
rescue,  emergency  jnedical  care,  emergency 
mass  care,  emergency  shelter,  and  provi- 
sions of  food,  water.  mediciTie.  and  other  es- 
sential needs,  including  movement  of  sup- 
plies or  persons;  construction  of  temporary 
bridges  necessary  to  the  performance  of 
emergency  tasks  and  essential  community 
services:  provision  of  temporary  facilities 
for  schools  and  other  essential  community 
services;  warning  of  further  risks  and  haz- 
ards; public  information  and  assistance  on 
health  and  safety  measures:  technical  advice 
to  State  and  local  governments  on  disaster 
management  and  control;  reduction  of  im- 
mediate threats  to  life,  property,  and  public 
health  and  safety;  and  making  contributions 
to  State  or  local  governments  for  the  pur- 
pose of  carrying  out  the  provisiOTis  of  this 
paragraph.  Such  contributions  for  emergen- 
cy work  under  this  section  and  section  402 
of  this  Act  shall  not  exceed  100  per  centum 
of  the  net  eligible  cost,  or  for  small  projects 
100  per  centum  of  the  Federal  estimate  of 
the  net  eligible  cost,  of  such  emergency  work 


or  services  performed  by  State  and  local  gov- 
ernments: Provided,  T%at  where  debris  re- 
moval assistance  is  appropriate  under  this 
section  or  section  402  of  this  Act  it  shall  be 
provided  in  accordance  with  the  terms  and 
conditions  of  section  406  of  this  Act ". 

Sec.  313.  la)  Section  405  of  the  Disaster 
Relief  Act  of  1974  142  U.S.C.  5172),  as  redes- 
ignated by  section  312  of  this  Act,  is  amend- 
ed to  read  as  follows: 

"la)  The  President  is  authorized  to  make 
contributions  to  State  or  local  governments, 
to  help  repair,  restore,  reconstruct,  or  re- 
place public  facilities  (>elonging  to  such 
State  or  local  government  which  were  dam- 
aged or  destroyed  by  a  major  disaster.  Not- 
withstanding any  other  provision  of  law, 
such  contribution  shall  be  limited  to  75  per 
centum  of  the  net  eligible  cost,  or  for  small 
projects  75  per  centum  of  the  Federal  esti- 
mate of  the  net  eligible  cost  of  repairing,  re- 
storing, reconstructing,  or  replacing  any 
such  facility  estimated  on  the  basis  of  the 
design  of  such  facility  as  it  existed  immedi- 
ately prior  to  such  major  disaster  and  in 
conformity  with  current  applicable  codes, 
specifications,  and  standards.  For  the  pur- 
poses of  this  section,  'public  facility'  in- 
cludes any  publicly  owned  flood  control, 
navigation,  irrigation,  reclamation,  public 
power,  sewage  treatment  and  collection, 
water  supply  and  distribution,  watershed 
development,  or  airport  facility,  any  non- 
Federal-aid  street,  road,  or  highway,  any 
other  public  building,  structure,  or  system 
including  those  used  for  educational  or  rec- 
reational purposes,  and  any  park. 

"lb)  The  President  is  authorized  to  make 
contributions  to  help  repair,  restore,  recon- 
struct, or  replace  eligible  private  nonprofit 
facilities  which  were  damaged  or  destroyed 
by  a  major  disaster.  Notwithstanding  any 
other  provision  of  law.  such  contributions 
shall  be  75  per  centum  of  the  net  eligible 
cost,  or  for  small  projects  75  per  centum  of 
the  Federal  estimate  of  the  net  eligible  cost, 
of  repairing,  restoring,  reconstructing,  or  re- 
placing any  such  facility  estimated  on  the 
basis  of  the  design  of  such  facility  as  it  ex- 
isted immediately  prior  to  such  major  disas- 
ter and  in  conformity  with  current  applica- 
ble codes,  specifications,  and  standards.  For 
the  purposes  of  this  section,  'eligible  private 
nonprofit  facility'  means  private  nonprofit 
educational,  utility,  emergency,  medical, 
and  custodial  care  facilities,  including  those 
for  the  aged  and  disabled,  and  such  private 
nonprofit  facilities  on  Indian  reservations, 
which  were  damaged  or  destroyed  by  a 
major  disaster. 

"Ic)  No  authority  under  this  section  shall 
tie  exercised  unless  the  affected  State,  local 
government,  or  eligible  private  nonprofit  or- 
ganization first  agrees  that  such  facility 
shall  be  repaired,  restored,  reconstructed,  or 
replaced  in  compliance  tcith  flood  plain 
management  and  hazard  mitigation  criteria 
required  by  the  President,  with  the  provi- 
sions of  the  Coastal  Barrier  Resources  Act 
and  other  applicable  Federal  statutes,  and 
in  conjormity  with  other  applicable  codes, 
specifications,  and  standards,  except  as  oth- 
erwise provided  in  section  315  of  this  Act 

"Id)  For  those  facilities  eligible  under  this 
section  which  were  in  the  process  of  con- 
struction when  damaged  or  destroyed  by  a 
major  disaster,  the  contribution  shall  be  75 
per  centum  of  the  net  eligible  costs  of  restor- 
ing such  facilities  substantially  to  their  pre- 
disaster  condition:  Provided,  That  the  term 
'net  eligible  costs'  shall  not  include  cost 
which,  under  a  contract,  are  the  responsibil- 
ity of  a  contractor. 

"le)  In  those  cases,  except  for  small 
projects,  where  a  State  or  local  government 


determines  that  public  welfare  would  not  be 
t>est  served  by  repairing,  restoring,  recon- 
structing, or  replacing  particular  public  fa- 
cilities owned  or  controlled  by  that  State  or 
that  local  government  and  which  have  been 
damaged  or  destroyed  in  a  major  disaster,  it 
may  elect  to  receive,  in  lieu  of  the  contribu- 
tion described  in  subsection  la)  of  this  sec- 
tion, a  contribution  that  shall  be  50  per 
centum  of  the  Federal  estimate  of  the  net  eli- 
gible cost  of  repairing,  restoring,  recon- 
structing, or  replacing  such  damaged  facili- 
ties owned  by  it  within  its  jurisdiction.  The 
cost  of  repairing,  restoring,  reconstructing, 
or  replacing  damaged  or  destroyed  public  fa- 
cilities shall  be  estimated  on  the  basis  of  the 
design  of  each  facility  as  it  existed  immedi- 
ately prior  to  such  disaster  and  in  conformi- 
ty with  current  applicable  codes,  specifica- 
tions, and  standards.  Funds  contributed 
under  this  subsection  may  be  expended 
either  to  repair  or  restore  certain  selected 
damaged  public  facilities  or  to  construct 
new  public  facilities  which  the  State  or  local 
government  determines  to  6c  necessary  to 
meet  its  needs  for  governmental  services  and 
functions  in  the  disaster-affected  area. ". 

lb)  The  Disaster  Relief  Act  of  1974  is 
amended  by  deleting  section  421  142  U.S.C. 
5189).  as  redesignated  by  sections  3111c)  and 
312  of  this  Act  and  by  striking  "or  419"  each 
place  that  this  phrase  appears  in  section  311 
142  U.S.C.  5154),  as  redesignated  by  section 
30711)  of  this  Act 

Ic)  Section  406  of  the  Disaster  Relief  Act  of 
1974  142  U.S.C.  5173),  as  redesignated  by  sec- 
tion 312  of  this  Act  is  amended  by  adding  at 
the  end  thereof  the  following: 

"Ic)  Notwithstanding  any  other  provision 
of  law,  whether  carried  out  directly  through 
Federal  departments,  agencies,  or  iTistru- 
mentalities  or  through  grants  to  State  or 
local  governments.  Federal  assistance  pro- 
vided under  authority  of  this  section  shall 
be  75  per  centum  of  the  net  eligible  costs,  or 
for  small  projects  75  per  centum  of  the  Fed- 
eral estimate  of  the  net  eligible  costs,  of 
debris  removal ". 

Sec.  314.  Section  407ia)  of  the  Disaster 
Relief  Act  of  1974,  as  redesignated  by  section 
312  of  this  Act  is  amended  to  read  as  fol- 
lows: 

"la)  The  President  is  authorized  to  pro- 
vide, either  by  purchase  or  lease,  temporary 
housing  including,  but  not  limited  to.  unoc- 
cupied halyitable  dioellings,  suitable  rental 
housing,  mobile  homes,  or  other  readily  fab- 
ricated dwellings  for  those  who,  as  a  result 
of  a  major  disaster,  require  temporary  hous- 
ing. Whenever  he  determines  it  to  be  in  the 
public  interest  the  President  is  authorized 
to  provide  temporary  housing  assistance  by 
using  Federal  departments,  agencies,  or  in- 
strumentalities. In  addition,  the  President  is 
authorized  to  provide  temporary  housing  as- 
sistance by  contributing  not  to  exceed  100 
per  centum  lor  75  per  centum  for  group  site 
development  pursuant  to  paragraph  12)  of 
this  subsection)  of  the  costs  of  temporary 
housing  assistance  to  a  State  or  local  gov- 
ernment which  provides  such  assistance  to 
those  who  require  it  as  a  result  of  a  major 
disaster.  Federal  financial  and  operational 
responsilrilities  for  temporary  housing  as- 
sistance shall  not  exceed  eighteen  months 
from  the  date  of  the  major  disaster  declara- 
tion by  the  President  unless  he  determines 
that  due  to  extraordinary  circumstances  it 
would  be  in  the  public  interest  to  extend  the 
eighteen  month  period. 

"ID  Temporary  housing  assistance  pursu- 
ant to  this  subsection  shall  be  provided  only 
when  adequate  alternative  housing  is  un- 
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available, unless  there  is  compelling  need  to 
do  so  because  of  extreme  hardship. 

"(2)  Any  mobile  home  or  other  readily  fab- 
ricated dwelling  supplied  pursuant  to  this 
subsection  shall  be  placed  on  a  site  complete 
toith  utilities  provided  either  by  the  State  or 
local  government,  or  by  the  owner  or  occu- 
pant of  the  site  who  was  displaced  by  the 
major  disaster.  When  the  President  deter- 
mines such  action  to  be  in  the  public  inter- 
est, he  may  authorize  installation  of  essen- 
tial utilities  at  Federal  expense  and  he  may 
elect  to  provide  other  more  economical  or 
accessible  sites.  However,  in  the  event  the 
President  authorizes  the  development  of  a 
group  site,  that  is,  a  site  for  two  or  more 
households,  the  Federal  share  shall  be  75  per 
centum  of  the  development  costs,  and  the  re- 
mainder shall  be  met  by  funds  provided  by 
the  State  or  local  government ". 

Sec.  315.  Section  408  of  the  Disaster  Relief 
Act  of  1974  (42  U.S.C.  5176),  as  resdesignated 
by  sections  311(c)  and  312  of  this  Act  is 
amended  by  adding  "(a)"  after  '408."  and 
by  adding  a  new  subsection  "(b)"  as  follows: 
"(b)  The  President  is  authorized  to  con- 
tribute up  to  50  per  centum  of  the  cost  of  im- 
plementing hazard  mitigation  projects 
which  he  has  determined  xoould  be  cost  effec- 
tive and  iDould  substantially  reduce  the  risk 
of  future  damage,  hardship,  loss,  or  suffering 
in  the  area  affected  by  a  major  disaster. 
Such  projects  shall  be  identified  following 
the  ev<Uuation  of  natural  hazards  provided 
for  in  subsection  (a)  of  this  section  and  shall 
be  subject  to  approval  by  the  President  The 
total  of  the  contributions  made  under  this 
subsection  shall  not  exceed  10  per  centum  of 
the  Federal  estimate  of  grants  made  under 
the  authority  of  section  405  of  this  Act  for 
each  major  disaster. ". 

Sec.  316.  Section  409(a)  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5177),  as  redes- 
ignated by  sections  311(c)  and  312  of  this 
Act  is  amended  to  read  as  follows:  "The 
President  is  authorized  to  provide  such  dis- 
aster unemploi/ment  assistance  as  he  deems 
appropriate  to  indimduals  who  are  unem- 
ployed as  a  result  of  a  major  disaster.  Disas- 
ter unemployment  assistance  authorized  by 
this  section  shall  be  available  to  an  eligible 
individual  for  a  period  not  to  exceed  fifty- 
turn  weeks  after  the  week  in  which  an  eligi- 
ble individual  became  unemployed  as  a 
result  of  a  major  disaster,  and  such  period 
shall  be  regarded  as  the  disaster  assistance 
period  for  that  individual  for  the  purposes 
of  this  sectioTL  Disaster  unemployment  as- 
sistance shall  not  be  payable  with  respect  to 
any  week  for  which  an  individual  is  entitled 
to  unemployment  compensation  (as  defined 
in  section  85(c)  of  the  Internal  Revenue 
Code  of  1954,  as  amended)  or  waiting  week 
credit  The  maximum  amount  of  disaster 
unemployment  assistance  payable  to  any  in- 
dividual iDith  respect  to  a  major  disaster 
shall  not  exceed  twenty-six  times  the  maxi- 
mum weekly  amount  for  which  the  individ- 
ual establishes  eligibility  minus  the  amount 
of  any  unemployment  compensation  paid  to 
the  individual  during  the  fifty-two  week 
t>enefit  period  established  pursuant  to  this 
section.  Such  assistance  for  a  week  of  unem- 
ployment shall  not  exceed  the  maximum 
weekly  amount  authorized  under  the  unem- 
ployment compensation  law  of  the  State  in 
which  the  disaster  occurred,  and  the  amount 
of  assistance  under  this  section  for  a  week  of 
unemployment  shall  be  reduced  by  any 
amount  of  private  income  protection  insur- 
ance compensation  available  to  such  indi- 
vidual for  such  week  of  unemployment  The 
payment  of  unemployment  compensation  to 
an  individual  vHth  respect  to  any  week  sub- 


sequent to  the  exhaustion  of  eligibility  of 
such  individual  for  disaster  unemployment 
assistance  and  within  the  fifty-two  week 
benefit  period  established  pursuant  to  this 
section  shall  not  be  regarded  as  duplication 
of  benefits  under  section  312  of  this  Act  The 
President  is  directed  to  protnde  disaster  un- 
employment assistance  through  agreements 
vjith  States  whicti,  in  his  judgment  have  an 
adequate  system  for  administering  such  as- 
sistance through  existing  State  agencies. ". 

Sec.  317.  (a)  Section  410(b)  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5178),  as  redes- 
ignated by  sections  311(c)  and  312  of  this 
Act  is  amended  by  adding  a  period  after  the 
word  "share"  in  the  second  sentence  of  that 
subsection  and  by  deleting  the  following 
phrase  from  the  second  sentence  of  section 
410(b):  "and  any  such  advance  is  to  t>e 
repaid  to  the  United  States  when  such  State 
is  able  to  do  so. ". 

(b)  Section  410(b)  of  the  Disaster  Relief 
Act  of  1974  (42  U.S.C.  5178),  as  redesignated 
by  sections  311(c)  and  312  of  this  Act  is  fur- 
ther amended  by  adding  the  following  sen- 
tence between  the  second  and  third  sen- 
tences of  this  subsection:  "Such  advances 
shall  bear  interest  from  the  date  of  the  ad- 
vance at  a  rate  determined  by  the  Secretary 
of  the  Treasury,  taking  into  consideration 
the  current  market  yields  on  outstanding 
marketable  obligations  of  the  United  States 
with  remaining  periods  to  maturity  compa- 
rable to  the  reimbursement  period  of  the 
loan  or  advance.  Repayment  of  such  ad- 
vances and  of  interest  which  accrues  on  the 
advances  may  6e  deferred  for  no  longer  than 
two  years  from  the  date  of  the  major  disaster 
declaration. ". 

Sec.  318.  Section  410(d)  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5178),  as  redes- 
ginated  by  sections  311(c)  and  312  of  this 
Act  is  amended  by  striking  "$5,000"  in  the 
last  sentence  and  inserting  in  lieu  thereof 
"S7.S00". 

Sec.  319.  Section  415  of  the  Disaster  Relief 
Act  of  1974  (42  U.S.C.  5183),  as  redesignated 
by  sections  311(c)  and  312  of  this  Act  is 
amended  by  striking  "(through  the  National 
Institute  of  Mental  Health)". 

Sec.  320.  Section  420(d)  of  the  Disaster 
Relief  Act  of  1974  (42  U.S.C.  5188),  as  redes- 
ignated by  sections  311(c)  and  312  of  this 
Act  is  deleted. 

Sec.  321.  The  Disaster  Relief  Act  of  1974 
(42  U.S.C.  5121-5202)  is  amended  by— 

(1)  striking  paragraph  (7)  of  section  101(b) 
(42  U.S.C.  5121),  striking  ";  and"  from  para- 
graph (6)  and  adding  in  lieu  thereof  a 
period,  and  adding  "and"  at  the  end  of 
paragraph  (5); 

(2)  striking  "the  Canal  Zone,"  in  para- 
graphs (3)  and  (4)  of  section  102  (42  U.S.C. 
5122): 

(3)  striking  "disaster"  in  the  caption  of 
title  III  (42  U.S.C.  5141-5158)  and  inserting 
in  lieu  thereof  "major  disaster  reuef  and 
emergency"; 

(4)  striking  "section  402  or  404  of"  in  sec- 
tion 308(b)  (42  U.S.C.  5151),  as  redesignated 
by  section  307(1)  of  this  Act 

(5)  adding  "emergency  or"  before  the  word 
"major"  each  of  two  piaces  that  word  ap- 
pears in  section  307  (42  U.S.C.  5150),  as  re- 
designated by  section  307(1)  of  this  Act; 

(6)  sinking  in  section  310(b)  (42  U.S.C. 
5153).  as  redesignated  by  section  307(1)  of 
this  Act,  everything  after  the  word  "areas" 
and  inserting  in  lieu  thereof  a  period; 

(7)  striking  "or  section  803  of  the  Public 
Works  and  Economic  Development  Act  of 
1965,"  each  place  the  phrase  appears  in  sec- 
tion 311  (42  U.S.C.  5154),  as  redesignated  by 
section  307(1)  of  this  Act; 


(8)  striking  "402"  each  place  that  number 
appears  in  section  311  (42  U.S.C.  5154),  as 
redesignated  by  section  307(1)  of  this  Act 
and  inserting  in  lieu  thereof  "405"; 

(91  adding  "emergency  and  major"  before 
the  word  "disaster"  in  section  313  (42  U.S.C. 
5156),  as  redesignated  by  section  307(1)  of 
this  AcU 

(10)  adding  the  word  "major"  between  the 
words  "federal"  and  "disaster"  in  the  cap- 
tion to  title  IV  (42  U.S.C.  5171-5189); 

(11)  striking  "in  emergencies  or  in  major 
disasters"  in  the  third  sentence  of  paragraph 
(2)  of  section  407(d)  (42  U.S.C.  5174),  as  re- 
designated by  section  312  of  this  AcU 

(12)striking  "311"  in  section  407(d)(2)  (42 
U.S.C.  5174),  as  redesignated  by  section  312 
of  this  Act  and  inserting  in  lieu  thereof 
"308"; 

(13)  striking  "an  emergency  or"  in  section 
417  (42  U.S.C.  5185),  as  redesignated  by  sec- 
tions 311(c)  and  312  of  this  Act  and  insert- 
ing in  lieu  thereof  "a"; 

(14)  striking  "408"  in  section  60S  (42 
U.S.C.  5121)  and  inserting  in  lieu  thereof 
"410"; 

(15)  sinking  "301"  in  subtitU  C  of  titU  I 
of  the  State  and  Local  Fiscal  Assistance  Act 
of  1972  (Public  Law  92-512;  86  Stat  919) 
and  inserting  in  lieu  thereof  "401 "; 

(16)  striking  "President"  each  place  that 
word  appears  in  section  309(ai,  as  redesig- 
nated by  section  307(1)  of  this  Act  and  in- 
serting in  lieu  thereof  "Federal  coordinating 
officer". 

(17)  striking  "rent"  in  section  310(a)(2) 
(42  U.S.C.  5153),  as  redesignated  by  section 
307(1)  of  this  Act  and  inserting  in  lieu 
thereof  "income";  and 

(18)  striking  paragraph  (1)  of  section 
310(a)  142  U.S.C.  5153),  as  redesignated  by 
section  307(1)  of  this  Act  and  renumbering 
subsequent  paragraphs  appropriately. 

Sec.  322.  (a)  Section  6(a)(6)(Ei  of  the 
Coastal  Barrier  Resource  Act  16  U.S.C. 
3505(a)(6)(E).  is  amended  by  striking  out 
"pursuant  to  sections  305  and  306  of  the 
Disaster  Relief  Act  of  1974"  and  inserting  in 
lieu  thereof  "pursuant  to  sections  402,  403. 
502,  and  503  of  the  Major  Disaster  Relief 
and  Emergency  Assistance  Act". 

(b)  Whenever  any  reference  is  made  in  any 
provision  of  law  (other  than  this  Act),  regu- 
lation, rule,  record,  or  document  of  the 
United  States  to  provisions  of  the  Disaster 
Relief  Act  of  1974  repealed  or  renumbered  by 
this  title,  siich  reference  shall  be  deemed  to 
be  a  reference  to  the  appropriate  provisions 
of  the  Major  Disaster  Relief  and  Emergency 
Assistance  Act 

Sec.  323.  (a)  Except  as  provided  in  subsec- 
tion (b),  this  title  shall  take  effect  on  Octo- 
ber 1,  1986. 

(b)(1)  This  title  shall  not  affect  the  admin- 
istration of  any  assistance  provided  under 
the  authority  of  the  Disaster  Relief  Act  of 
1974,  for  any  major  disaster  or  emergency 
declared  by  the  President  prior  to  October  1, 
1986. 

(2)  Except  with  regard  to  section  409(a)  of 
the  Disaster  Relief  Act  of  1974,  as  redesig- 
nated by  sections  311(c)  and  312  of  this  Act 
(relating  to  disaster  unemployment  assist- 
ance)— 

(A)  rules  and  regulations  issued  under 
statutory  provisions  which  are  repealed, 
modified,  or  amended  by  this  Act  shall  con- 
tinue in  effect  as  though  issued  under  the 
authority  of  this  Act  until  they  are  expressly 
abrogated,  modified,  or  amended  by  the 
President  and 

(B)  provision  of  disaster  assistance  au- 
thorized by  statutory  provisions  repealed, 
modified,  or  amended  by  this  Act  or  rules 


25790 


CONGRESSIONAL  RECORD— SENATE 


September  24, 1986 


and  regvlations  issued  thereunder,  or  pro- 
ceedings involving  violatiOTis  of  statutory 
provisions  repealed,  modified,  or  amended 
by  this  Act  or  rules  and  regulations  issued 
thereunder  which  are  in  process  prior  to  the 
effective  date  of  this  Act,  may  be  continued 
to  conclusion  as  though  the  applicable  stat- 
utory proifisons  had  not  been  repealed, 
modified,  or  amended. 

I3>  Violations  of  statutory  prornsons  or 
rules  and  regulations  issued  under  the  au- 
thority of  statutory  provisons  repealed, 
modified,  or  amended  by  this  Act  or  rules 
and  regulations  issued  thereunder  which  are 
committed  prior  to  the  effective  date  of  this 
Act  may  be  proceeded  against  under  the  law 
in  effect  at  the  time  of  the  specific  violation. 

(cJ  TitU  IV  of  the  DisasUr  Relief  Act  of 
1974  (42  U.S.C.  5171-5189)  is  amended  by 
adding  at  the  end  thereof  a  new  section  as 
follows: 

"Sec.  421.  No  State  shall  be  ruled  ineligible 

to  receive  assistance  under  this  Act  solely  by 

virtue  of  an  arithmetic  formula  based  on 

income  or  populatioru  ". 

TITLE  IV-HIGHWA  Y  REVENUE  ACT  OF 

1986 

sec.  4tl.  SHORT  TITLB. 

This  title  may  be  cited  as  the  "Highway 

Revenue  Act  of  1986". 

SBC.  4tt  4-rEAR  EXTENSION  OF  HIGHWAY  TRVST 
FIND  TAXES  AND  RELATED  EXEMP- 
TIONS 

(a)  Extension  of  Taxes.— The  following 
provisions  of  the  Internal  Revenue  Code  of 
1954  are  each  amended  by  striking  out 
"1988"  each  place  it  appears  and  inserting 
in  lieu  thereof  "1992": 

til  Section  4041ia)(3)  /relating  to  special 
fuels  taxi. 

(21  Section  4051(c)  (relating  to  tax  on 
heavy  trucks  and  trailers  sold  at  retail). 

(31  Section  4071(d)  (relating  to  tax  on  tires 
and  tread  rubber). 

(4)  Section  4081(b)  (relating  to  gasoline 
tax). 

(5)  Sections  4481(e),  4482(c)(4).  and 
4482(d)  (relating  to  highway  use  tax). 

(b)  Extension  of  Exemptions,  Etc.— The 
following  provisions  of  the  Internal  Revenue 
Code  of  1954  are  each  amended  by  striking 
out  "1988"  each  place  it  appears  and  insert- 
ing in  lieu  thereof  "1992": 

(1)  Section  4041(b)(2)(C)  (relating  to 
qualified  methanol  and  ethanol  fuel). 

(2)  Section  4041(f)(3)  (relating  to  exemp- 
tion for  farm  use). 

(3)  Section  4041(g)  (relating  to  other  ex- 
emptions). 

(4)  Section  4221(a)  relating  to  certain  tax- 
free  sales). 

(5)  Section  4483(f)  (relating  to  exemption 
for  highway  use  tax). 

(6)  Section  6420(h)  (relating  to  gasoline 
used  on  farms). 

(7)  Section  6421(h)  (relating  to  tax  on  gas- 
oline used  for  certain  nonhighway  purposes 
or  by  local  transit  systems). 

(8)  Section  6427(g)(5)  (relating  to  advance 
repayment  of  increased  diesel  fuel  tax). 

(9)  Section  6427(m)  (relating  to  fuels  not 
used  for  taxable  purposes). 

(c)  Other  Provisions.— 

(1)  Floor  stocks  refunds.— Paragraph  (1) 
of  section  6412(a)  of  the  Internal  Revenue 
Code  of  1954  (relating  to  floor  stocks  re- 
funds) is  amended— 

(A)  by  striking  out  "1988"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1992". 
and 

(B)  by  striking  out  "1989",  each  place  it 
appears  and  inserting  in  lieu  thereof  "1993". 

(2)  Installment  pa  yments  of  highwa  y  use 
TAX.— Paragraph  (2)  of  section   6156(e)  of 


such  Code  (relating  to  installment  payments 
of  tax  on  use  of  highway  motor  vehicles)  is 
amended  by  striking  out  "1988"  and  insert- 
ing in  lieu  thereof  "1992". 

SEC.  4H.  I-YEAR  EXTENSION  OF  HIGHWAY  TRVST 
FUND. 

(a)  In  General.— Subsections  (b),  (c),  and 
(e)  of  section  9503  of  the  Internal  Revenue 
Code  of  1954  (relating  to  Highway  Trust 
Fund)  are  each  amended— 

(1)  Ini  striking  out  "1988"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1992", 
and 

(2)  by  striking  out  "1989" each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1993". 

(b)  Expenditures  From  Highway  Trust 
Fund.— Paragraph  (1)  of  section  9503(c)  of 
the  Internal  Revenue  Code  of  1954  (relating 
to  expenditures  from  Highway  Trust  Fund) 
is  amended  by  striking  out  "or"  at  the  end 
of  subparagraph  (B)  and  by  striking  out 
subparagraph  (C)  and  inserting  in  lieu 
thereof  the  following  new  subparagraphs: 

"(C)  authorized  to  be  paid  out  of  the  High- 
way Trust  Fund  under  the  Federal-Aid  High- 
way Act  of  1986,  or 

"(D)  hereafter  authorized  by  a  law  which 
does  not  authorise  the  expenditure  out  of  the 
Highway  Trust  Fund  of  any  amount  for  a 
general  purpose  not  covered  by  subpara- 
graph (A),  (B),  or  (C)  as  in  effect  on  Decem- 
ber 31,  1986." 

(c)  Conforming  Amendments  to  Land  and 
Water  Conservation  Fund.— Subsection  (b) 
of  section  201  of  the  Land  and  Water  Con- 
servation Fund  Act  of  1965  (16  U.S.C.  4601- 
11)  is  amended— 

(1)  by  striking  out  "1988"  and  inserting  in 
lieu  thereof  "1992",  and 

(2)  by  striking  out  "1989"  each  place  it  ap- 
pears and  inserting  in  lieu  thereof  "1993". 

SEC.  494.  REDICTION  IN  EXCISE  TAX  EXEMPTION 
FOR  QLALIFIED  METHANOL  AND  ETHA- 
NOL Fl'EUi 

(a)  In  General.— Subparagraph  (A)  of  sec- 
tion 4041(b)(2)  of  the  Internal  Revenue  Code 
of  1954  (relating  to  exemption  for  qualified 
ethanol  and  methanol  fuels)  is  amended  to 
read  as  follows: 

"(A)  In  general.— In  the  case  of  any  quali- 
fied methanol  or  ethanol  fuel,  subsection 
(a)(2)  shall  be  applied  by  substituting  '3 
cents' for  '9  cents'. ". 

(b)  Conforming  Amendment.— The  heading 
for  section  4041(b)  of  the  Internal  Revenue 
Code  of  1954  is  amended  by  striking  out 
"Exemption"  the  second  place  it  appears 
and  inserting  in  lieu  thereof  "Reduction  in 
Tax". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on 
January  1.  1987. 

SEC.  405.  TECHNICAL  CORRECTIO.\S 

(a)  Refund  of  Entire  Diesel  Fuel  Tax 
With  Respect  to  School  Buses.— 

(1)  In  general.— Paragraph  (2)  of  section 
6427(b)  of  the  Intemation  Revenue  Code  of 
1954  (relating  to  intercity,  local,  or  school 
buses)  is  amended  by  redesignating  subpara- 
graphs (B)  and  (C)  as  subparagraphs  (C) 
and  (D),  respectively,  and  by  inserting  after 
subparagraph  (A)  the  following  new  sub- 
paragraph: 

"(B)  Exception  for  school  bus  transpor- 
tation.—Subjiargraph  (A)  shall  not  apply  to 
fuel  used  in  an  automobile  bus  while  en- 
gaged in  the  transportation  described  in 
paragraph  (1)(B). ". 

(21  Conforming  amendments.— 

(A)  Subparagraph  (A)  of  section  6427(b)(2) 
of  such  Code  is  amended  by  striking  out 
"subparagraph  (B)"  and  inserting  in  lieu 
thereof  "subparagraphs  (B)  and  (C)". 

(B)  The  heading  for  subparagraph  (C)  of 
section  6427(b)(2)  of  such  Code,  as  redesig- 


nated by  paragraph  (1),  is  amended  by  strik- 
ing out  "Exception"  and  inserting  in  lieu 
thereof  "Exception  for  certain  intracity 
transportation". 

(3)  Effective  date.— The  amendments 
made  by  this  subsection  shall  take  effect  as 
if  included  in  section  915  of  the  Tax  Reform 
Act  of  1984. 

(b)  Certain  Transfers  From  Highway 
Trust  Fund  To  Be  Made  Proportionately 
From  Mass  Transit  Account.— Subsection 
(e)  of  section  9503  of  such  Code  (relating  to 
establishment  of  Mass  Transit  Account)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  paragraph: 

"(5)  Portion  of  certain  transfers  to  be 

MADE  from  account.  — 

"(A)  In  GENERAU-Transfers  under  para- 
graphs (2),  (3),  and  (4)  of  subsection  (c)  shall 
be  borne  by  the  Highway  Account  and  the 
Mass  Transit  Account  in  proportion  to  the 
respective  revenues  transferred  to  such  Ac- 
counts under  this  section. 

"(B)  Highway  account.— For  purposes  of 
subparagraph  (A),  the  term  'Highway  Ac- 
count' means  the  portion  of  the  Highway 
Trust  Fund  which  is  not  the  Mass  Transit 
Account ". 

TITLE  V-UN I  FORM  RELOCATION  ACT 
AMENDMENTS 

Subtitle  A— Short  Title 
short  tttle 
Sec.  501.  This  title  may  be  cited  as  the 
"Uniform-Relocation   Act   Amendments    of 
1986". 

Subtitle  B— General  Provisions 
definitions 
Sec.  511.  (a)  Section  101(1)  (42  U.S.C. 
4601(1))  of  the  Uniform  Relocation  Assist- 
ance and  Real  Property  Acquisition  Policies 
Act  of  1970  (hereinafter  the  "Uniform  Act") 
is  amended  by  striking  out  "(except  the  Na- 
tional Capital  Housing  Authority)"  and 
"(except  the  District  of  Columbia  Redevelop- 
ment Land  Agency) ". 

(b)  Section  101(3)  of  the  Uniform  Act  (42 
U.S.C.  4601(3))  is  amended  to  read  as  fol- 
lows: 

"(3)  The  term  'State  agency'  means  any 
entity  which  has  eminent  domain  authority 
under  State  law. ". 

(c)  Section  101(4)  of  the  Uniform  Act  (42 
U.S.C.  4601(4))  is  amended  by  inserting,  "or 
mortgage  interest  subsidy  to  a  person"  after 
"insurance". 

(d)  Section  101(6)  of  the  Uniform  Act  (42 
U.S.C.  4601(6))  is  amended  to  read  as  fol- 
lows: 

"(6)  The  term  'displaced  person'  means— 

"(A)  except  as  provided  under  paragraph 
(E)  (with  respect  to  a  utility  on  real  proper- 
ty under  the  control  or  ownership  of  a  State 
or  local  agency),  any  person  who  moves 
from  real  property,  moves  personal  property, 
or  moves  a  business  or  farm  operation,  as  a 
direct  result  of  a  written  notice  of  intent  to 
acquire  or  the  acquisition  of  such  real  prop- 
erty in  whole  or  in  part  for  a  program  or 
project  undertaken  by  a  Federal  agency  or 
urith  Federal  financial  assistance; 

"(B)  solely  for  the  purpose  of  subsections 
(a)  and  (b)  of  section  202  and  of  section  205, 
any  person  who  moves  from  real  property  or 
moves  personal  property  from  real  proper- 
ty- 

"(i)  as  a  direct  result  of  the  written  notice 
of  intent  to  acquire  or  the  acquisition  of 
other  real  property,  on  which  such  person 
conducts  a  business  or  farm  operation,  for  a 
program  or  project  undertaken  by  a  Federal 
agency  or  with  Federal  financial  assistance; 
and 
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"(it)  as  a  direct  result  of  rehabilitation  or 
demolition  for  a  program  or  project  under- 
taken by  a  Federal  agency  or  vnth  Federal 
financial  assistance,  where  the  person  is  a 
residential  tenant,  farm  operation,  or  a 
small  business  and  where  the  head  of  the 
displacing  agency  determines  that  such  dis- 
placement is  permanent; 

"(C)  solely  for  the  purpose  of  subsections 
(a)  and  (b)  of  section  202  and  of  any  other 
provisions  of  this  Act  which  the  head  of  the 
displaxring  agency  may  prescribe,  any  other 
person  who  is  a  residential  tenant,  farm  op- 
eration, or  small  business  and  who  the  head 
of  the  displacing  agency  determines  vnll  be 
permanently  displaced  as  a  direct  result  of  a 
program  or  project  undertaken  by  a  Federal 
agency  or  with  Federal  financial  assistance: 

"(D)  any  person  who  is  eligible  for  reloca- 
tion assistance  under  paragraphs  (A),  (B), 
or  (C)  of  this  subsection,  unless  such  person 
has  been  determined,  according  to  criteria 
established  by  the  head  of  Uie  lead  agency,  to 
be  either  in  unlawful  occupancy  of  the  dis- 
placement dwelling  or  to  have  occupied  such 
dwelling  for  the  purpose  of  obtaining  assist- 
ance under  this  Act:  or 

"(E)  solely  for  the  purpose  of  subsections 
(d)  and  (el  of  section  202.  any  utility  compa- 
ny which  moves  its  facilities  from  real  prop- 
erty under  the  ownership  or  control  of  a 
State  or  local  agency. ". 

(e)  Section  101  of  the  Uniform  Act  (42 
V.S.C.  46011  is  amended  by  adding  cl  the 
end  thereof  the  following  new  subsections: 

"110)  The  tenn  'suitable  replacement 
dwelling'  means  any  dwelling  that  is  (A) 
decent,  safe,  and  sanitary:  (B)  adequate  in 
size  to  accommodate  the  occupants;  (C) 
within  the  financial  means  of  the  displaced 
person:  (D)  functionally  siinilar:  (E/  in  an 
area  not  subject  to  unreasonable  adverse  en- 
vironmental conditions;  and  (F)  in  a  loca- 
tion generally  not  less  desirable  than  the  lo- 
cation of  the  displaced  person's  drvelling 
with  respect  to  public  utilities,  facilities, 
services  and  the  displaced  person's  place  of 
employment. 

"Ill)  The  term  'displacing  agency'  means 
any  Federal  agency.  State  or  State  agency 
utilising  Federal  financial  assistance  or.  for 
the  purposes  of  paragraphs  (B)  and  (Ci  of 
section  101(6),  any  person  furnished  Federal 
financial  assistance  which  causes  a  person 
to  be  a  displaced  person. 

"112/  The  term  lead  agency'  means  the 
Federal  department,  agency,  or  other  entity 
designated  by  the  President  to  coordinate 
implementation  of  the  Uniform  Act  under 
section  213  of  this  Act. 

"(13)  The  term  'appraisal'  means  a  written 
statement  independently  and  impartially 
prepared  by  a  qualified  appraiser  setting 
forth  an  opinion  of  defined  value  of  an  ade- 
quately described  property  as  of  a  specific 
date,  supported  by  the  presentation  and 
analysis  of  relevant  market  information.". 

SUBTITLE  C-UMIFORM  RELOCATION 
ASSISTANCE 

Sec.  521.  Section  201  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  46211. 
and  its  catchline  are  amended  to  read  as  fol- 
lows: 

"DECLARATION  OF  FINDINGS  AND  FOUCY 

"Sec.  201.  (a)  The  Congress  finds  and  de- 
clares that— 

"(II  displacement  as  a  direct  result  ofpro- 
gram.s  or  projects  undertaken  by  a  Federal 
agency  or  with  Federal  financial  assistance 
is  caused  by  a  number  of  activities,  includ- 
ing rehabilitation,  demolition,  code  enforce- 
ment, and  acquisition; 


"(2)  displacement  occurs  in  a  variety  of 
social,  economic,  geographic,  and  legal  cir- 
cumstances; 

"(3)  relocation  assistance  policies  must 
provide  for  sufficient  flexibility  to  assure 
fair,  uniform,  and  equitable  treatment  of  all 
affected  persons; 

"(4)  the  displacement  of  businesses  often 
results  in  their  closure;  and 

"(S)  minimizing  the  adverse  impact  of  dis- 
placement of  businesses  is  essential  to  main- 
taining the  economic  and  social  vxll-being 
of  communities. 

"(b)  This  title  establishes  a  uniform  policy 
for  the  fair  and  equitable  treatment  of  per- 
sons displaced  as  a  direct  result  of  programs 
or  projects  undertaken  by  a  Federal  agency 
or  unth  Federal  financial  assistance.-  in 
order  that  such  persons  shall  not  suffer  dis- 
proportionate injuries  as  a  result  of  pro- 
grams designed  for  the  benefit  of  the  public 
as  a  whole. 

"(c)  It  is  the  intent  of  Congress  that— 

"(1)  the  primary  purpose  of  this  title  is  to 
minimize  the  hardship  of  displacement  on 
persons  displaced  as  a  direct  result  of  pro- 
grains  or  projects  undertaker^  by  a  Federal 
agency  or  with  Federal  financial  assistance: 

"(2)  Federal  agencies  shall  carry  out  this 
law  in  a  manner  which  minimizes  waste, 
fraud,  and  mismanagement; 

"(3)  the  administration  of  this  Act  shall, 
to  the  maximum  extent  feasible,  minimize 
unnecessary  administrative  and  program 
costs  borne  by  States  and  State  agencies 
through  the  promulgation  of  ccdnomical  reg- 
ulatory requirements  and  the  delegation  of 
substantial  administrative  discretion  to 
State  and  local  governments: 

"(4)  uniform  procedures  for  the  adminis- 
tration of  relocation  assistance  shall,  to  the 
maximum  extent  feasible,  assure  that  the 
unique  circumstances  of  any  displaced 
person  are  taken  into  account  and  that  per- 
sons in  essentially  similar  circumstances 
are  accorded  equal  treatment  under  this  Act: 
and 

"(5)  the  improvement  of  housing  condi- 
tions of  economically  disadvantaged  per- 
sons under  this  title  shall  be  undertaken,  to 
the  maximum  extent  feasible,  in  coordina- 
tion with  existing  Federal,  State,  and  local 
governmental  programs  for  accomplishing 
such  goals. ". 

MO  UNO  A.VD  RELATED  TXPE.\.^ES 

Sec.  522.  (a)  Section  202(a)  of  the  Uniform 
Relocation  Assistance  and  Real  Property  Ac- 
quisition Policies  Act  of  1970  (42  U.S.C. 
4622(ai)  is  amended— 

(II  by  striking  out  the  matter  preceding 
paragraph  (1)  and  inserting  in  lieu  thereof 
the  following: 

"(al  Whenever  a  program  or  project  to  be 
undertaken  by  a  displacing  agency  will 
result  in  the  displacement  of  any  person,  the 
head  of  the  displacing  agency  shall  provide 
for  the  payment  to  the  displaced  person 
of-": 

(2)  by  striking  out  "and"  at  the  end  of 
paragraph  (2): 

(3)  by  striking  out  the  period  at  the  end  of 
paragraph  (31  and  inserting  in  lieu  thereof 
";  and":  and 

(4)  by  adding  at  the  end  thereof  the  follow- 
ing: 

"141  actual  reasonable  expenses  necessary 
to  reestablish  a  displaced  nonprofit  organi- 
zation or  small  business  at  its  new  site,  but 
not  to  exceed  $10,000.". 

(bl  Section  202(b)  of  the  Uniform  Act  (42 
U.S.C.  4622(b) I  is  amended  by  striking  out 
all  that  follows  "may  receive"  and  inserting 
in  lieu  thereof  "an  expense  and  dislocation 
allowance,    which  shall  be  determined  ac- 


cording to  a  schedule  established  by  the  head 
of  the  lead  agency. ". 

(c)  Section  202(c)  of  such  Act  (42  U.S.C. 
4622(c))  is  amended  to  read  as  follows: 

"(c)  Any  displaced  person  eligible  for  pay- 
ments under  subsection  (a)  of  this  section 
who  is  displaced  from  the  person 's  place  of 
business  or  farm  operation  and  who  is  eligi- 
ble under  criteria  established  by  the  head  of 
the  lead  agency  may  elect  to  accept  the  pay- 
ment authorized  by  this  subsection  in  lieu  of 
the  payment  authorized  by  subsection  (a)  of 
this  section.  Such  payment  shall  consist  of  a 
fixed  payment  in  an  amount  to  be  deter- 
mined according  to  criteria  established  by 
the  head  of  the  lead  agency,  except  that  such 
payment  shall  not  be  less  than  SI, 000  nor 
more  than  $20,000.  A  person  whose  sole  busi- 
ness is  renting  displacement  property  to 
others  shall  not  qualify  for  this  payment". 

(d)  Section  202  of  the  Uniform  Act  (42 
U.S.C.  46221  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsections: 

"(did)  For  the  purposes  of  this  section 
and  section  101  (6i— 

"(A)  The  term  'cost  of  relocation'  shall  in- 
clude the  entire  amount  paid  by  the  utility 
company  properly  attributable  to  a  reloca- 
tion after  deducting  any  betterment  in  the 
relocated  utility  and  any  salvage  from  the 
old  utility. 

"(Bl  The  term  'utility'  means  any  electric, 
gas.  water,  steam  power  or  materials  trans- 
mission or  distribution  system,  any  trans- 
portation system,  or  any  communications 
system  (including  cable  television/,  and  any 
fixtures,  equipment,  or  other  property  ap- 
propriate to  the  operation,  maintenance,  or 
repair  of  the  foregoing.  A  utility  may  be  pub- 
licly, privately,  or  cooperatively  owned. 

'21  Except  when  provided  otherwise  by 
Federal  law.  whenever  a  federally  assisted 
program  or  project  undertaken  by  a  displac- 
ing agency  other  than  a  Federal  agency  will 
result  in  the  displacement  of  c  utility  from 
property  under  the  ownership  or  control  of  a 
State  or  local  agency,  the  head  of  the  dis- 
placing agency  shall  provide  a  payment  to 
the  utility  company  pursuant  to  State  or 
local  law  or  a  written  contract,  if  any,  be- 
tween the  utility  company  and  the  State  or 
local  agency,  butin  no  event  shall  such  pay- 
ment exceed  the  actual  reasonable  cost  of  re- 
location of  such  utility. 

"(31  Nothing  in  this  subsection  shall  su- 
percede a  Slate  or  local  law  or  a  written 
contract  between  a  utility  company  and  a 
State  or  local  government,,  or  require  a  pay- 
ment to  be  made  where  none  is  required 
under  State  or  local  law  or  a  written  con- 
tract. 

"(41  Nothing  in  this  subsection  shall  de- 
prive a  utility  company  of  its  rights  under 
Slate  or  local  law. 

"(5)  Nothitig  in  this  subsection  shall  re- 
quire a  Federal  agency  to  increase  its  pay- 
ment if  the  increased  payment  is  attributa- 
ble to  a  contract  or  contract  amendment 
that  is  made  in  anticipation  of  the  Federal 
payment. 

"(6)  Nothing  in  this  subsection  shall  re- 
quire a  Federal  payment  in  excess  of  the 
payment  that  a  State  or  local  agency  would 
pay  if  no  Federal  funds  were  involved. 

"(7)  Nothing  in  this  subsection  confers  ju- 
risdiction on  a  court  of  the  United  States 
(as  defined  in  section  451  of  title  28.  United 
States  Code)  to  review  any  action  of  a  dis- 
plncing  agency  in  carrying  out  this  subsec- 
tion or  to  review  the  right  of  a  utility  com- 
pany to  be  compensated  under  State  or  local 
law. 

"(e)  Whenei-er  a  program  or  project  direct- 
ly  undertaken-  by   a   Federal   agency    will 
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result  in  the  displacement  of  a  utility  as  the 
result  of  Federal  ac<iuisition  of  real  property 
under  the  ownership  or  control  of  a  State  or 
local  agency,  the  head  of  the  Federal  agency 
shall  either  relocate  the  utility  with  the  util- 
ity company's  consent,  or  provide  a  pay- 
ment to  the  utility  equal  to  the  actual  rea- 
sonable cost  of  relocation  of  such  utility. 
Such  relocation  or  such  payment  shall  not 
be  required  when  it  is  provided  otherwise  by 
a  Federal  law,  or  a  Federal  regulation  pro- 
mulgated prior  to  March  17,  1983.  or  a  con- 
tract or  agreement  with  a  Federal  agency. ". 

RCPLACEMENT  HOUSING  FOR  HOMEOWNER 

Sec.  S23.  Section  203<al  of  the  Uniform  Re- 
location Assistance  and  Real  Property  Ac- 
quisition Policies  Act  of  1970  142  U.S.C. 
4623'a/J  is  amended— 

IV  by  striking  out  "Federal"  in  paragraph 
til  and  inserting  in  lieu  thereof  "displac- 
ing"; 

12 f  by  striking  "SIS, 000"  and  inserting  in 
lieu  thereof  "$22,500": 

(3)  by  striding  out  "acquired  by"  and  all 
that  follows  through  "market"  in  paragraph 
(1/IA)  and  inserting  in  lieu  thereof  "ac- 
quired by  the  displacing  agency,  equals  the 
reasonable  cost  of  a  suitable  replacement 
dwelling": 

(4)  by  striking  out  paragraph  (IJIBJ  and 
inserting  in  lieu  thereof  the  following: 

"(B/  The  amount,  if  any,  which  will  com- 
pensate such  person  for  any  increased  inter- 
est costs  and  other  debt  service  costs  which 
such  person  is  required  to  pay  for  financing 
the  acquisition  of  any  such  suitable  replace- 
ment dwelling.  Such  amount  shall  be  paid 
only  if  the  dwelling  acquired  by  the  displac- 
ing agency  was  encumbered  by  a  bona  fide 
mortgage  which  was  a  valid  lien  on  such 
dwelling  for  not  less  than  one  hundred  and 
eighty  days  immediately  prior  to  the  initi- 
ation of  negotiations  for  the  acquisition  of 
such  dwelling. ":  and 

15)  by  striking  out  paragraph  121  and  in- 
serting in  lieu  thereof  the  following: 

"(2)  The  additional  payment  authorised 
by  this  section  shall  be  made  only  to  a  dis- 
placed person  who  purchases  and  occupies  a 
decent,  safe,  and  sanitary  replacement 
du}elling  within  one  year  after  the  date  on 
which  such  person  receives  final  payment 
from  the  displacing  agency  for  the  acquired 
dwelling  or  the  date  on  which  the  displacing 
agency's  obligation  under  section  Z05<cH3l 
of  this  Act  is  met  whichever  is  later,  except 
Oiat  the  displacing  agency  may  extend  such 
period  for  good  cause.  If  such  period  is  ex- 
tended, the  payment  under  this  section  shall 
be  based  on  the  costs  of  relocating  the 
person  to  a  suitable  replacement  dwelling 
within  one  year  of  such  date. ". 

REPLACEMENT  HOUSING  FOR  TENANTS  AND 
CERTAIN  OTHERS 

Sec.  524.  Section  204  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  46241  is 
amended  to  read  as  follows: 

"REPLACEMENT  HOUSING  FOR  TENANTS  AND 
CERTAIN  OTHERS 

"Sec.  204.  la)  In  addition  to  amounts  oth- 
erwise authorized  by  this  title,  the  head  of  a 
displacing  agency  shall  make  a  payment  to 
or  for  any  displaced  person  displaced  from 
any  dwelling  unit  not  eligible  to  receive  a 
payment  under  section  203  which  was  actu- 
ally and  lawfully  occupied  by  such  displaced 
person  for  not  less  than  ninety  days  immedi- 
ately prior  to  the  initiation  of  negotiations 
for  acquisition  of  such  dwelling,  or.  where 
displacement  is  not  caused  by  acquisition, 
any  other  event  which  the  head  of  the  lead 
agency  may  prescribe.  Such  payment  shall 


consist  of  the  amount  necessary  to  enable 
such  person  to  lease  or  rent  for  a  period  not 
to  exceed  three  years,  a  suitable  replacement 
dwelling.  For  a  person  whose  income  exceeds 
50  per  centum  of  the  median  income  of  the 
area,  as  determined  by  the  Secretary  of 
Housing  and  Urban  Development,  the 
amount  referred  to  shall  equal  the  lesser  of 
li)  $4,500  or  Hi)  36  times  the  amount  ob- 
tained by  subtracting  the  monthly  housing 
costs  for  the  displacement  dwelling  from  the 
monthly  housing  costs  for  a  suitable  replace- 
ment dwelling.  At  the  discretion  of  the  head 
of  the  displacing  agency,  a  payment  under 
this  subsection  may  be  made  in  periodic  in- 
stallments. 

"lb)  Any  displaced  person  eligible  for  pay- 
ments under  subsection  la)  of  this  section 
may  elect  to  receive  in  lieu  thereof  either 
Federal  low  income  housing  assistance  or 
similar  State  or  local  governmental  assist- 
ance if  such  assistance  :.'  available  at  the 
time  of  displacement  and  such  person  is  oth- 
erwise eligible  for  such  assistance.  The  fail- 
ure of  any  such  person  to  make  such  an  elec- 
tion shall  be  considered  when  evaluating  the 
eligibility  of  such  person  for  any  Federal  or 
federally  assisted  low  income  housing  assist- 
ance program  during  the  three  years  follow- 
ing the  date  on  which  such  person  received 
the  payment  authorized  under  subsection 
la)  of  this  section. 

"Ic)  Any  person  eligible  for  a  payment 
under  subsection  la)  of  this  section  may 
elect  to  apply  such  payment  to  a  downpay- 
ment  on,  and  other  incidental  expenses  pur- 
suant to,  the  purchase  of  a  decent,  safe,  and 
sanitary  replacement  dwelling.  A  displaced 
homeowner  who  has  occupied  the  displace- 
ment dwelling  for  at  least  ninety  days  but 
not  more  than  one  hundred  and  eighty  days 
immediately  prior  to  the  initiation  of  nego- 
tiations for  the  acquisition  of  such  dwelling 
may.  at  the  discretion  of  the  head  of  the  dis- 
placing agency,  be  eligible  for  the  maximum 
payment  allowed  under  this  subsection:  Pro- 
vided. That  such  payment  shall  not  exceed 
the  payment  such  person  would  otherwise 
have  received  under  section  2031a)  of  this 
Act  had  the  person  occupied  the  displace- 
ment dwelling  for  one  hundred  and  eighty 
days  immediately  prior  to  the  initiation  of 
such  negotiations. ". 

RELOCATION  ASSISTANCE  COORDINATION  AND 
AD  VISOR  Y  SER  VICES 

Sec  525.  Section  205  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  142  U.S.C.  4625) 
and  its  catchline  are  amended  to  read  as  fol- 
lows: 

"RELOCATION  ASSISTANCE  COORDINATION  AND 
ADVISORY  SER  VICES 

"Sec.  205.  la)  The  head  of  any  displacing 
agency  shall  assure  that  the  relocation  as- 
sistance advisory  services  described  in  sub- 
section Ic)  of  this  section  are  made  available 
to  all  persons  displaced  by  such  agency.  If 
such  agency  head  determines  that  any 
person  occupying  property  immediately  ad- 
jacent to  the  property  where  the  displacing 
activity  occurs  is  caused  substantial  eco- 
nomic injury  as  a  result  thereof,  the  agency 
head  may  make  available  to  such  person 
such  advisory  services. 

"lb)  The  Secretary  of  Housing  and  Urban 
Development  shall  assign  a  high  priority  for 
assistance  under  the  programs  referred  to  in 
sections  2041b)  and  2061b)  of  this  Act  to  per- 
sons eligible  under  such  sections.  To  the 
extent  practicable,  the  Secretary  shall  re- 
quire that  federally  assisted  State  and  local 
governmental  low  income  housing  assist- 
ance programs  assign  priority  for  assistance 
to  such  persons.  To  the  extent  practicable. 


the  Administrator  of  the  Small  Business  Ad- 
ministration and  the  heads  of  other  Federal 
agencies  administering  programs  which 
may  be  of  assistance  to  displaced  persons 
shall  make  available  technical  assistance 
under  subsection  Ic)l5)  of  this  section  and 
expedite  the  applications  for  such  assistance 
by  such  persons: 

"Ic)  Each  relocation  assistance  advisory 
program  required  by  subsection  la)  of  this 
section  shall  include  such  measures,  facili- 
ties, or  services  as  may  be  necessary  or  ap- 
propriate in  order  to— 

"ID  determine,  and  make  timely  recom- 
mendations on,  the  needs  and  preferences,  if 
any,  of  displaced  persons  for  relocation  as- 
sistance; 

"12)  provide  current  and  continuing  infor- 
mation about  sales  prices  and  rental 
charges  on  suitable  replacement  dwellings 
for  displaced  homeowners  and  tenants  and 
suitable  locations  for  businesses  and  farm 
operations; 

"13)  assure  that  a  person  shall  not  be  re- 
quired to  move  from  a  dwelling  unless  the 
person  has  had  a  reasonable  opportunity  to 
relocate  to  a  suitable  replacement  dwelling; 

"14)  assist  a  person  displaced  from  a  busi- 
ness or  farm  operation  in  obtaining  and  be- 
coming established  in  a  suitable  replace- 
ment location; 

"15)  supply  information  concerning  other 
Federal  programs  which  may  be  of  assist- 
ance to  displaced  persons,  and  technical  as- 
sistance to  such  persons  in  applying  for  as- 
sistance under  such  programs; 

"16)  provide  other  advisory  services  to  dis- 
placed persons  in  order  to  minimize  hard- 
ships to  such  persons  in  adjusting  to  reloca- 
tion; and 

"17)  assure  that  a  one  hundred  and  eighty 
day  homeowner-occupant  is  given  a  rea.son- 
able  opportunity  to  remain  in  such  occu- 
pancy status. 

"Id)  The  head  of  a  displacing  agency  shall 
coordinate  the  relocation  activities  per- 
formed by  such  agency  with  other  Federal, 
State,  or  local  governmental  actions  in  the 
community  which  could  affect  the  efficient 
and  effective  delivery  of  relocation  assist- 
ance and  related  services. 

"le)  Whenever  two  or  more  Federal  agen- 
cies provide  financial  assistance  to  a  dis- 
placing agency  other  than  a  Federal  agency, 
to  implement  functionally  or  geographically 
related  activities  which  will  result  in  the 
displacement  of  a  person,  the  heads  of  such 
Federal  agencies  may  by  agreement  desig- 
nate one  such  agency  as  the  cognizant  Fed- 
eral agency  whose  procedures  shall  be  uti- 
lized to  implement  the  activities.  If  such 
agreement  cannot  be  reached,  then  the  head 
of  the  lead  agency  shall  designate  one  such 
agency  as  the  cognizant  agency.  Such  relat- 
ed activities  constitute  a  single  program  or 
project  for  purposes  of  this  Act. ". 

HOUSING  REPLACEMENT  BY  FEDERAL  AGENCY  AS 
LAST  RESORT 

Sec.  206.  Section  206  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  142  U.S.C.  4626)  is 
amended  to  read  as  follows: 

"HOUSING  REPLACEMENT  B  Y  FEDERAL  AGENCY  AS 
LAST  RESORT 

"Sec.  206.  la)  If  a  program  or  project  un- 
dertaken by  a  Federal  agency  or  with  Feder- 
al financial  assistance  cannot  proceed  on  a 
timely  basis  because  suitable  replacement 
dwellings  are  not  available,  and  the  need  of 
the  displacing  agency  determines  that  such 
dwellings  cannot  otherwise  be  made  avail- 
able, the  head  of  the  displacing  agency  may 
take  such  action  as  is  necessary  or  appropri- 
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ate  to  provide  such  dwellings  by  use  of  funds 
authorized  for  such  project.  The  head  of  the 
lead  agency  shall  require  that  this  section 
may  be  used  to  exceed  the  payment  ceilings 
established  in  sections  203  and  204  only  on 
a  case-by-case  basis,  for  good  cause. 

"(b)  Whenever  housing  replacement  as  a 
last  resort  will  result  in  the  provision  of 
housing  for  persons  who  are  otherwise  eligi- 
ble for  low  income  housing  assistance,  the 
requirement  that  the  displacing  agency  pro- 
vide suitable  replacement  housing  may  be 
met  through  such  assistance  as  the  provi- 
sion of  a  certificate  of  family  participation 
under  the  existing  section  8  housing  pro- 
gram pursuant  to  the  United  States  Housing 
Act  of  1937.  as  amended  (42  U.S.C.  1437f/.". 

CERTIFICATION 

Sec.  527.  (a)  Section  210  of  the  Uniform 
Relocation  Assistance  and  Real  Property  Ac- 
quisition Policies  Act  of  1970  (42  U.S.C. 
4630)  and  its  catchline  are  amended  to  read 
as  follows: 

"AGENCY  CERTIFICATION  OF  STATE  PROGRAMS 

"Sec.  210.  (a)  Except  as  provided  in  para- 
graph (b)  of  this  section,  the  head  of  a  Feder- 
al agency  shall  not  approve  any  grant  to  or 
contract  or  agreement  with  a  displacing 
agency,  under  which  Federal  financial  as- 
sistance will  be  available  to  pay  all  or  part 
of  the  cost  of  any  program  or  project  which 
will  result  in  the  displacement  of  any  person 
on  or  after  the  effective  date  of  this  title, 
unless  he  receives  satisfactory  assurances 
from  such  agency  that— 

"(1)  fair  and  reasonable  relocation  pay- 
ments and  assistance  shall  be  provided  to  or 
for  displaced  persons,  as  are  required  to  be 
provided  by  a  Federal  agency  under  sections 
202,  203.  and  204  of  this  title: 

"(2)  relocation  assistance  programs  offer- 
ing the  services  described  in  section  205  of 
this  title  shall  be  provided  to  such  displaced 
person; 

"(3)  within  a  reasonable  period  of  time 
prior  to  a  displacement,  suitable  replace- 
ment dwellings  will  be  available  to  dis- 
placed persons  in  accordance  with  section 
205(c)(3)  of  this  title. 

"(b)(1)  In  lieu  of  the  provisions  of  subsec- 
tion (a)  of  this  section,  the  head  of  a  Federal 
agency  may  discharge  his  responsibilities 
under  this  title  and  title  I  of  this  Act,  with 
the  exception  of  sections  208  and  211  of  this 
title,  by  accepting  a  certification  from  a 
State  agency  that  it  will  implement  State 
law  in  a  manner  which  vnll  accomplish  the 
policies  and  objectives  contained  in  this 
title  and  title  I:  Provided,  That  the  head  of 
the  lead  agency  has  determined  that  such 
State  law  will  accomplish  the  same  purpose 
and  effect  as  this  title  and  title  I,  particular- 
ly with  respect  to  the  definition  of  a  dis- 
placed person,  the  categories  of  assistance 
required,  and  the  levels  of  assistance  provid- 
ed to  such  persons  in  such  categories. 

"(2)  The  head  of  the  lead  agency  shall,  in 
coordination  with  other  Federal  agencies, 
monitor  from  time  to  time,  and  report  bien- 
nially to  the  Congress  on.  State  agency  im- 
plementation of  such  certification,  and  a 
State  agency  shall  make  available  any  infor- 
mation required  for  such  purpose.  The  head 
of  a  Federal  agency,  after  consultation  with 
the  head  of  the  lead  agency,  may  withdraw 
his  acceptance  of  the  certification  for  good 
cause:  Provided,  That  the  State  government 
is  given  due  notice  prior  to  taking  any  such 
action  and  is  given  a  reasonable  opportuni- 
ty to  demonstrate  why  such  action  should 
not  be  taken. 

"(c)  Prior  to  making  a  determination  re- 
garding State  law  under  subsection  (b)  of 


this  section,  the  head  of  the  lead  agency 
shall  provide  interested  parties  with  an  op- 
portunity for  public  review  and  comment 
In  particular,  the  head  of  the  lead  agency 
shall  consult  with  interested  local  general 
purpose  governments  within  such  States  on 
the  impacts  of  such  State  laws  on  the  ability 
of  local  governments  to  carry  out  their  re- 
sponsibilities under  the  Act 

"(d)  The  head  of  a  Federal  agency  may 
withhold  his  approval  of  any  grant,  con- 
tract or  cooperative  agreement  with  any 
displacing  agency  found  to  have  intention- 
ally circumvented  a  State  law  adopted 
under  subsection  (b)  of  this  section. ". 

FEDERAL  SHARE  OF  COSTS 

Sec.  528.  (a)  Section  211(a)  of  the  Uniform 
Relocation  Assistance  and  Real  Property  Ac- 
quisition Policies  Act  of  1970  (42  U.S.C. 
4631(a))  is  amended  to  read  a^  follows: 

"(a)  The  cost  to  a  displacing  agency  of 
providing  payments  and  assistance  pursu- 
ant to  titles  II  and  III  shall  be  included  as 
part  of  the  cost  of  a  program  or  project  un- 
dertaken by  a  Federal  agency  or  with  Feder- 
al financial  assistance.  A  displacing  agency, 
other  than  a  Federal  agency,  shall  be  eligible 
for  Federal  financial  assistance  with  respect 
to  such  payments  and  assistance  in  the 
same  manner  and  to  the  same  extent  as 
other  program  costs. ". 

(b)  Section  210(b)  of  the  Uniform  Act  (42 
U.S.C.  4631(h))  is  amended  by  striking  out 
all  that  follows  "required  by"  and  inserting 
in  lieu  thereof  "State  law  which  is  deter- 
mined by  the  head  of  the  lead  agency  to  have 
substantially  the  same  purpose  and  effect  of 
such  payment  under  this  section. ". 

REGULATION 

Sec.  529.  Section  213  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4633) 
and  its  catchline  are  amended  to  read  as  fol- 
lows: 

"REGULATION 

"Sec.  213.  (a)  The  President  shall  desig- 
nate a  lead  agency. 

"(b)  The  head  of  the  lead  agency  shall— 

"(1)  develop,  publish,  and  promulgate, 
with  the  active  participation  of  other  Feder- 
al agencies  responsible  for  funding  reloca- 
tion and  acquisition  actions,  and  in  full  co- 
ordination with  State  and  local  govern- 
ments, such  rules  as  may  be  necessary  to 
carry  out  this  Act: 

"(2)  assure  that  relocation  assistance  ac- 
tivities under  this  Act  are  coordinated  with 
low-income  housing  assistance  programs  or 
projects  by  a  Federal  agency,  or  a  State  or 
State  agency  with  Federal  financial  assist- 
ance; 

"(3)  monitor,  in  coordination  with  other 
Federal  agencies,  the  implementation  and 
enforcement  of  this  Act  and  report  to  the 
Congress,  as  appropriate,  on  any  major 
issues  or  problems  with  respect  to  any  policy 
or  other  provision  of  this  Act;  and 

"(41  perform  other  duties  as  may  be  pro- 
vided by  law  as  relate  to  the  purposes  of  this 
Act 

"(c)  The  rules  promulgated  pursuant  to 
subsection  (bi  shall  apply  to  the  Tennessee 
Valley  Authority  only  with  respect  to  reloca- 
tion assistance  under  this  title  and  title  I. ". 

TRANSFER  OF  SURPLUS  PROPERTY 

Sec.  530.  Section  218  of  the  Uniform  Relo- 
cation Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4638)  is 
amended  by  inserting  "net"  after  "all". 

REPEALS 

Sec.  531.  Sections  214,  215,  217,  and  219  of 
the  Uniform  Relocation  Assistance  and  Real 


Property  Acquisition  Policies  Act  of  1970  (42 
U.S.C.  4634,  4635.  4637,  and  4639)  are  hereby 
repealed. 

Subtitle  D— Uniform  Real  Property 
Acquisition  Policy 

UNIFORM  POLICY  ON  REAL  PROPERTY 
ACQUISITION  PRACTICES 

Sec.  541.  (a)  Section  301(2)  of  the  Uniform 
Relocation  Assistance  and  Real  Property  Ac- 
quisition Policies  Act  of  1970  (42  U.S.C. 
4651(2))  is  amended  by  inserting  the  follow- 
ing before  the  period  at  the  end  thereof:  ", 
except  that  the  head  of  the  lead  agency  may 
prescribe  a  procedure  which  forgoes  the  ap- 
praisal". 

(bl  Section  301(9)  of  the  Uniform  Act  (42 
U.S.C.  4651(9))  is  amended  to  read  as  fol- 
lows: 

"(9)  If  the  acquisition  of  only  a  portion  of 
a  property  would  leave  the  owner  with  an 
uneconomic  remnant  the  head  of  the  ac- 
quiring agency  shall  offer  to  acquire  that 
remnant  For  the  purposes  of  this  Act  an 
uneconomic  remnant  is  a  parcel  of  real 
property  in  which  the  owner  is  left  with  an 
interest  after  the  partial  acquisition  of  the 
owner's  property  and  which  the  head  of  the 
acquiring  agency  has  determined  has  little 
or  no  value  or  utility  to  the  owner. ". 

(c)  Section  301  of  the  Uniform  Act  (42 
U.S.C.  4651)  is  amended  by  adding  at  the 
end  thereof  the  following  subsection: 

"(10)  A  person  whose  reatproperty  is  being 
acquired  in  connection  with  a  project  under 
this  title  rnay,  after  the  person  has  been  fully 
informed  of  his  right  to  receive  just  compen- 
sation of  such  property,  donate  such  proper- 
ty, any  part  thereof,  any  interest  therein,  or 
any  compensation  paid  therefor  to  an  ac- 
quiring agency,  as  said  person  shall  deter- 
mine. ". 

CERTIFICATION 

Sec.  542.  Section  305  of  the  Uniform  Reio- 
cation  Assistance  and  Real  Property  Acqui- 
sition Policies  Act  of  1970  (42  U.S.C.  4655) 
and  its  catchline  are  amended  to  read  as  fol- 
lows: 

"AGENCY  CERTIFICATION  OF  STATE  PROGRAMS 

"Sec.  305.  (a)  Except  as  provided  in  para- 
graph (b)  of  this  section,  the  head  of  a  Feder- 
al agency  shall  not  approve  any  program  or 
project  or  any  grant  to,  or  contract  or  agree- 
ment with,  an  acquiring  agency  under 
which  Federal  financial  assistance  will  be 
available  to  pay  all  or  part  of  the  cost  of  any 
program  or  project  which  will  result  in  the 
acquisition  of  real  property  on  or  after  the 
effective  date  of  this  title,  unless  he  receives 
satisfactory  assurances  that— 

"(1)  in  acquiring  real  property  it  will  be 
guided,  to  the  greatest  extent  practicable 
under  State  law,  by  the  land  acquisition 
policies  under  section  301  of  this  title  and 
the  provisions  of  section  302  of  this  title; 
and 

"(2)  property  owners  will  be  paid  or  reim- 
bursed for  necessaTT/  expenses  as  specified  in 
sections  303  and  304  of  this  title. 

"(b)(1)  In  lieu  of  the  provisions  of  subsec- 
tion (a)  of  this  section,  the  head  of  a  Federal 
agency  may  discharge  his  responsibilities 
under  this  title  by  accepting  a  certification 
from  a  State  agency  that  it  will  implement 
State  law  in  a  manner  which  will  accom- 
plish the  policies  and  objectives  contained 
in  this  title:  Provided.  That  the  head  of  the 
lead  agency  has  determined  that  suc/i  State 
law  will  accomplish  the  same  purpose  and 
effect  as  this  title. 

"(2)  The  head  of  the  lead  agency  in  coordi- 
nation with  other  Federal  agencies  shall 
from  time  to  time  monitor  State  agency  im- 
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plementation  of  such  certification  and  the 
State  as/ency  shall  make  available  any  infor- 
mation required  for  such  purpose.  The  head 
of  the  lead  agency  shall  by  regulation  devel- 
op criteria  for  withdrawal  of  acceptance  of 
a  certification. 

"(c/  Prior  to  making  a  determination  re- 
garding State  law  under  subsection  (b>  of 
this  section,  the  head  of  the  lead  agency 
shall  consult  with  interested  local  general 
purpose  governments  within  such  States  on 
the  impacts  of  such  State  laws  on  the  ability 
of  local  governments  to  carry  out  their  re- 
sponsibilities under  this  Act. ". 

Subtitle  E— Effective  Date 

Sec.  551.  la)  Section  529  of  the  Uniform 
Act  takes  effect  on  the  date  of  its  enactment. 

lb)  The  remainder  of  this  title  takes  effect 
either  twenty-four  months  from  the  date  of 
its  enactment  or  when  a  State  agency  makes 
such  proi'isions  applicable  under  State  laws, 
whichever  is  earlier. 

n  1400 

Mr.  SYMMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
bill  was  passed. 

Mr.  STAFFORD.  Mr.  President,  I 
move  to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  SYMMS.  Mr.  President.  I  ask 
unanimous  consent  that  S.  2405  be  in- 
definitely postponed. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  SYMMS.  Mr.  President,  I  wish 
to  again  say  thanks  to  the  distin- 
guished chairman  of  the  committee, 
the  ranking  minority  member  and  the 
ranking  minority  member  of  the  sub- 
committee and  ail  of  my  colleagues  on 
the  Environment  and  Public  Works 
Committee  and  my  colleague.3  in  the 
Senate  who  made  it  possible  that  we 
brought  this  very  important  piece  of 
legislation  to  final  passage. 

1  would  also  be  remiss  if  I  did  not 
say  thanks  to  Jean  Lauver  and  Nadine 
Hamilton,  of  the  majority  staff,  along 
with  the  good  leadership  of  Bailey 
Guard,  our  staff  director,  and  equally 
strong  support  for  the  minority  staff, 
Mike  Weiss  and  Paulette  Hansen,  and 
Lee  Fuller,  the  minority  staff  director. 

I  appreciate  the  work  of  all  the  staff 
and  certainly  my  own  member  of  my 
own  staff,  Taylor  Boulden,  who  with- 
out his  help  and  support  this  would 
have  been  a  very  difficult  task  for  this 
Senator  to  accomplish. 

Mr.  President.  I  now  move  that  the 
Senate  insist  on  its  amendments  and 
request  a  conference  with  the  House 
on  the  disagreeing  votes  thereon  and 
the  Chair  be  authorized  to  appoint 
conferees  on  the  part  of  the  Senate. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion. 

The  motion  was  agreed  tn. 

Mr.  SYMMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
motion  was  agreed  to. 

Mr.  STAFFORD.  Mr.  President.  I 
move  to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


D  1410 

Mr.  STAFFORD.  Mr.  President.  I 
think  the  Senate  has  just  passed  a 
very  good  highway  bill  for  the  sake  of 
this  Nation  and  our  traveling  public. 

I  particularly  wanted  to  express  my 
personal  appreciation,  as  chairman  of 
the  parent  committee,  to  the  manag- 
ers of  the  bill— they  have  done 
yeoman  service— auid  to  the  staff  that 
have  helped  them.  I  will  not  name  the 
staff  individually,  but  I  join  in  Senator 
Symms"  words  of  appreciation  to  the 
members  of  the  staff  who  worked  so 
hard  to  help  us  get  this  bill  passed. 

Again,  I  say,  Senator  Symms  has 
done  an  outstanding  job  as  the  manag- 
er for  the  majority  and,  as  always. 
Senator  Burdick  has,  as  manager  for 
the  minority.  It  has  always  been  a 
great  pleasure  for  me  to  work  with 
Senator  Bentsen,  the  ranking  member 
of  the  committee  who  has  been  not 
only  my  partner  but  friend  over  a 
great  many  years. 

I  yield  the  floor. 

Mr.  BURDICK.  Mr.  President,  I, 
too,  would  like  to  thank  the  staff  who 
gave  yeoman  work  in  this  effort. 

I  want  to  say  to  the  majority  that  we 
have  worked  together  very  harmoni- 
ously and,  as  a  result  of  those  efforts, 
I  think  we  have  got  a  very  good  piece 
of  legislation. 

Mr.  DOLE.  Mr.  President,  I  thank 
the  leaders  on  both  sides  in  the  han- 
dling of  the  highway  bill.  I  believe  the 
90-to-O  vote  indicates  the  strong  sup- 
port for  that  measure.  I  certainly  wish 
to  thank  Senator  Burdick  from  North 
Dakota,  Senator  Bentsen  from  Texas, 
Senator  Stafford  from  Vermont,  and 
particularly  Senator  Symms.  the  sub- 
committee chairman,  because  without 
his  tenacity  and  ability,  without  his 
leadership,  the  Senate  could  not  have 
completed  action  on  the  highway  au- 
thorization bill  in  such  an  expedited 
fashion. 

The  Federal  Aid  Highway  Act  of 
1986  is  important  to  every  part  of  our 
country,  but  no  place  is  it  more  impor- 
tant than  in  largely  rural  States  like 
Kan.sas,  and  I  might  say  Idaho.  North 
Dakota,  parts  of  Texas,  and  what  we 
consider  the  Far  West.  The  Interstate 
Highway  System  is  the  lifeline  for 
hundreds  of  thousands  of  Americans. 
Senator  Symms'  role  in  advocating  a 
modest  increase  in  the  speed  limit  to 
65  miles  per  hour  on  these  roads  was 
pivotal,  and  I  know  that  countless 
Americans  will  thank  him  for  his  suc- 
cess in  amending  the  bill  to  include 
this  change. 

It  is  not  without  controversy.  Sena- 
tor Hecht  had  a  different  idea  which 
would  have  expanded  the  increase 
from  55  to  65  miles  an  hour  on  pri- 
mary and  secondary  roads.  That  was 
defeated,  but  the  Symms  amendment 
dealt  with  rural  interstates  and  if  this 
provision  holds  in  the  conference  it 
will  permit  an  increase  of  10  miles  per 
hour. 


I  believe  that  the  Senate  will  prevail, 
at  least  in  part,  in  increasing  the  speed 
limit  but  in  all  the  other  important 
parts  I  believe  the  Senate  will  prevail 
more  often  than  not. 

Again,  I  thank  all  of  my  colleagues 
for  their  cooperation  on  this  very  im- 
portant bill  and  in  particular  thank 
Senator  Symms  for  his  leadership. 


INTELLIGENCE  AUTHORIZATION 
ACT 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  ask  unanimous  consent  that 
the  Senate  turn  to  the  consideration 
of  Calendar  Order  No.  804,  S.  2477,  the 
intelligence  authorization  bill. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  bill  clerk  read  as  follows: 

A  bill  (S.  2477)  to  authorize  appropria- 
tions for  fiscal  year  1987  for  intelligence  ac- 
tivities of  the  United  Stales  Government, 
the  Intelligence  Community  Staff,  the  Cen- 
tral Intelligence  Agency  Retirement  and 
Disability  System,  and  for  other  purposes. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  request  of  the 
Senator  from  Minnesota? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill,  which 
had  been  reported  from  the  Commit- 
tee on  Armed  Services,  with  an  amend- 
ment: 

On  page  3,  line  7,  after  "Senate."  insert 
"as  amended  by  the  classified  appendi.K  of 
the  Committee  on  Armed  Services  of  the 
Senate." 

So  as  to  make  the  bill  read: 
S. 2477 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Conqress  assemblr/i.  That  this 
Act  may  be  cited  as  the  "Intelligence  Aii- 
thorization  Ar.l  for  fiscal  year  1987  ". 

TITLE  I-INTELLIGENCE  ACTIVITIES 

.AUTHORIZATION  OF  APPROPRIATIONS 

Sec.  101.  Pund.s  are  hereby  authorized  to 
be  appropriated  for  fiscal  year  1987  for  the 
conduct  of  the  intelligence  activities  of  the 
following  elements  of  the  United  States 
Government: 

<1)  Tlie  Central  Intelligence  Agency. 

(2)  The  Department  of  Defcn.se. 

(3)  The  Defense  Intelligence  Agency. 

(4)  The  National  Security  Agency. 

(5)  The  Department  of  the  ArtTiy,  the  De- 
partment of  the  Navy,  and  the  Department 
of  the  Air  Force. 

(6)  The  Department  of  Slate. 

(7)  The  Department  of  the  Treasury. 

(8)  The  Department  of  Energy. 

(9)  The  Federal  Bureau  of  Investigation. 

CLASSIFIED  SCHEDULE  OF  AUTHORIZATIONS 

Sec.  102.  The  amounts  authorized  to  be 
appropriated  under  section  101,  and  the  au- 
thorized personnel  ceilings  as  of  September 
30,  1987,  for  the  conduct  of  the  intelligence 
activities  of  the  elements  listed  in  such  sec- 
tion, are  those  specified  in  the  classified 
Schedule  of  Authorizations  prepared  by  the 
Select  Committee  on  Intelligence  of  the 
Senate,  as  amended  by  the  classified  appen- 
dix of  the  Committee  on  Armed  Sennces  of 
the  Senate.  That  Schedule  of  Authorizations 
shall  be  made  available  to  the  Committees 
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on  Appropriations  of  the  Senate  and  the 
House  of  Representatives,  and  to  the  Presi- 
dent. The  President  shall  provide  for  suita- 
ble distribution  of  the  schedule,  or  of  appro- 
priate portions  of  the  schedule,  within  the 
executive  branch. 

PERSONNEL  CEILING  ADJUSTMENTS 

Sec.  103.  The  Director  of  Central  Intelli- 
gence may  authorize  employment  of  civilian 
personnel  in  excess  of  the  numbers  author- 
ized for  fiscal  year  1987  under  sections  102 
and  202  of  this  Act  when  he  determines  that 
such  action  is  necessary  to  the  performance 
of  important  intelligence  functions,  except 
that  such  niunber  may  not,  for  any  element 
of  the  Intelligence  Community,  exceed  2  per 
centum  of  the  number  of  civilian  personnel 
authorized  under  such  sections  for  such  ele- 
ment. The  Director  of  Central  Intelligence 
shall  promptly  notify  the  Permanent  Select 
Committee  on  Intelligence  of  the  House  of 
Representatives  and  the  Select  Committee 
on  Intelligence  of  the  Senate  whenever  he 
exercises  the  authority  granted  by  this  sec- 
tion. 

TITLE  II-INTELLIGENCE  COMMUNITY 
STAFF 

AUTHORIZATION  OF  APPROPRIATIONS 

Sec  201.  There  is  authorized  to  be  appro- 
priated for  the  Intelligence  Community 
Staff  for  fiscal  year  1987  the  sum  of 
$22,338,000. 

AUTHORIZATION  OF  PERSONNEL  END  STRENGTH 

Sec.  202.  (a)  The  Intelligence  Community 
Staff  is  authorized  two  hundred  and  thirty- 
nine  full-time  personnel  as  of  September  30, 
1987.  Such  personnel  of  the  Intelligence 
Community  Staff  may  be  permanent  em- 
ployees of  the  Intelligence  Conununity 
Staff  or  persormel  detailed  from  other  ele- 
ments of  the  United  States  Government. 

(b)  During  fiscal  year  1987,  personnel  of 
the  Intelligence  Community  Staff  shall  be 
selected  so  as  to  provide  appropriate  repre- 
sentation from  elements  of  the  United 
States  Government  engaged  in  intelligence 
activities. 

(c)  During  fiscal  year  1987,  any  officer  or 
employee  of  the  United  States  or  a  member 
of  the  Armed  Forces  who  is  detailed  to  the 
Intelligence  Community  Staff  from  another 
element  of  the  United  States  Government 
shall  be  detailed  on  a  reimbursable  basis, 
except  that  any  such  officer,  employee,  or 
member  may  be  detailed  on  a  nonreimbursa- 
ble basis  for  a  period  of  less  than  one  year 
for  the  performance  of  temporary  functions 
as  required  by  the  Director  of  Central  Intel- 
ligence. 

INTELLIGENCE  COMMUNITY  STAFF  ADMINIS- 
TERED IN  SAME  MANNER  AS  CENTRAL  INTELLI- 
GENCE AGENCY 

Sec.  203.  During  fiscal  year  1987.  activities 
and  personnel  of  the  Intelligence  Communi- 
ty Staff  shall  be  subject  to  the  provisions  of 
the  National  Security  Act  of  1947  (50  U.S.C. 
401  et  seq.)  and  the  Central  Intelligence 
Agency  Act  of  1949  (50  U.S.C.  403a  et  seq.) 
in  the  same  manner  as  activities  and  person- 
nel of  the  Central  Intelligence  Agency. 

TITLE  III— CENTRAL  INTELLIGENCE 
AGENCY 

RETIREMENT  AND  DISABILITY  SYSTEM 
AUTHORIZATION  OF  APPROPRIATIONS 

Sec.  301.  There  is  authorized  to  be  appro- 
priated for  the  Central  Intelligence  Agency 
Retirement  and  Disability  Fund  for  fiscal 
year  1987  the  sum  of  $125,800,000. 


TITLE  IV-ADMINISTRATIVE  PROVI- 
SIONS RELATED  TO  INTELUGENCE 
AGENCIES 

CLASSIFIED  RECORD  DESTRUCTION  SCHEDULES 

Sec.  401.  Section  3303a  of  title  44,  United 
States  Code,  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"(g)  The  requirement  in  subsection  (a)  of 
this  section  that  the  Archivist  provide 
notice  in  the  Federal  Register  of  the  list  and 
schedule  of  records  proposed  for  disposal 
shall  not  apply  to  lists  or  schedules  of  the 
Central  Intelligence  Agency  or  the  National 
Security  Agency  that  are  properly  classified 
pursuant  to  Executive  Order  12356,  or  its 
successor  order.". 

EMPLOYMENT  OF  CIVILIAN  PERSONNEL  IN  THE 
DEFENSE  INTELLIGENCE  AGENCY 

Sec.  402.  Paragraph  1604(e)(1)  of  chapter 
83  of  title  10,  United  States  Code,  is  amend- 
ed by  striking  out  "1985  and  1986"  and  in- 
serting in  lieu  thereof  "1987  and  1988". 

CLARIFICATION  OF  DEFENSE  MAPPING  AGENCY 
AUTHORITIES 

Sec.  403.  (a)  Chapter  167  of  title  10, 
United  States  Code,  is  amended  by  adding 
at  the  end  thereof  the  following: 
"§  2795.  Exchange  of  mapping,  charting,  and  ge- 
odesy data  with  foreign  nations. 
"The  Secretary  of  Defense  may,  subject  to 
the  requirements  of  section  112b  of  title  I, 
United  States  Code,  and  the  regulations 
promulgated  thereunder  (22  CFR  part  181), 
and  under  such  additional  regulations  as  are 
deemed  appropriate,  authorize  the  Defense 
Mapping  Agency  to  exchange  or  furnish 
mapping,  charting,  and  geodetic  data,  sup- 
plies or  services  to  a  foreign  country  or 
international  organization  pursuant  to  an 
agreement  for  the  production  or  exchange 
of  such  data.". 

(b)  The  table  of  contents  of  chapter  167  of 
title  10.  United  States  Code,  is  amended  by 
adding  at  the  end  thereof: 

"2795.  Exchange  of  mapping,  charting,  and 
geodesy  data  with  foreign  na- 
tions.". 

MEDICAL  EVACUATION  OF  DIA  CIVILIAN 
EMPLOYEES  STATIONED  OVERSEAS 

Sec.  404.  Subsection  1605(a)  of  chapter  83 
of  title  10.  United  States  Code,  is  amended 
by  inserting  "(5)"  after  "paragraphs  (2).  (3), 
(4)"  and  after  "22  U.S.C.  4082  (2),  (3).  (4)". 

PROCEEDS  FROM  DEFENSE  DEPARTMENT 
COUNTERINTELLIGENCE  OPERATIONS 

Sec  405.  (a)  The  Secretary  of  Defense 
may  authorize,  without  regard  to  the  provi- 
sions of  section  3302  of  title  31.  United 
States  Code,  use  of  proceeds  from  counter- 
intelligence operations  conducted  by  compo- 
nents of  the  Military  Departments  to  offset 
necessary  and  reasonable  expenses,  not  oth- 
erwise prohibited  by  law.  incurred  in  such 
operations,  if  use  of  appropriated  funds  to 
meet  such  expenses  would  not  be  practica- 
ble. 

(b)  As  soon  as  the  net  proceeds  from  par- 
ticular counterintelligence  operations  are  no 
longer  necessary  for  the  conduct  of  those  or 
similar  operations,  such  proceeds  shall  be 
deposited  into  the  Treasury  as  miscellane- 
ous receipts. 

(c)  The  Secretary  of  Defense  shall  estab- 
lish policies  and  procedures  to  govern  acqui- 
sition, use,  management  and  disposition  of 
proceeds  from  counterintelligence  oper- 
ations conducted  by  components  of  the  Mili- 
tary Departments,  including  effective  inter- 
nal systems  of  accoimting  and  administra- 
tive controls. 


SURVIVOR  benefits  FOR  CERTAIN  FORMER 
SPOUSES  OF  CENTRAL  INTELLIGENCE  AGENCY 
EMPLOYEES 

Sec  406.  (a)  Part  C  of  title  II  of  the  Cen- 
tral Intelligence  Agency  Retirement  Act  of 
1964  for  Certain  Employees  is  amended  by 
adding  at  the  end  thereof  the  following  new 
section: 

"SURVIVOR  BENEFITS  FOR  CERTAIN  OTHER 
FORMER  SPOUSES 

"Sec  224.  (a)(1)  Any  individual  who  was  a 
former  spouse  of  a  participant  or  former 
participant  on  November  15,  1982.  shall  be 
entitled,  to  the  extent  of  available  appro- 
priations, and  except  to  the  extent  such 
former  spouse  is  disqualified  under  subsec- 
tion (b),  to  a  survivor  annuity  equal  to  55 
per  centum  of  the  greater  of— 

"(A)  the  full  amount  of  the  participant's 
or  former  participant's  annuity,  as  comput- 
ed under  section  221(a):  or 

"(B)  the  full  amount  of  what  such  annuity 
as  so  computed  would  be  if  the  participant 
or  former  participant  had  not  withdrawn  a 
lump-sum  portion  of  contributions  made 
with  respect  to  such  annuity. 

"(2)  A  survivor  annuity  payable  under  this 
section  shall  be  reduced  by  an  amount  equal 
to  the  amount  of  retirement  benefits,  not 
including  benefits  under  title  II  of  the 
Social  Security  Act.  received  by  the  former 
spouse  which  are  attributable  to  previous 
employment  of  such  former  sF>ouse  by  the 
United  States. 

"(b)  A  former  spouse  shall  not  be  entitled 
to  a  survivor  annuity  under  this  section  if— 

■(1)  an  election  has  been  made  with  re- 
spect to  such  former  spouse  under  section 
223: 

"(2)  the  former  spouse  remarries  before 
age  fifty-five:  or 

"(3)  the  former  spouse  is  less  than  fifty 
years  of  age. 

"(c)(1)  The  entitlement  of  a  former  spouse 
to  a  survivor  annuity  under  this  section— 

"(A)  shall  commence— 

"(i)  in  the  case  of  a  former  spouse  of  a 
participant  or  former  participant  who  is  de- 
ceased as  of  the  effective  date  of  this  sec- 
tion, beginning  on  the  later  of— 

"(I)  the  sixtieth  day  after  such  date:  or 

"(II)  the  date  such  former  spouse  reaches 
age  fifty:  and 

"(ii)  in  the  case  of  any  other  former 
spouse,  beginning  on  the  latest  date  of— 

"(I)  the  date  that  the  participant  or 
former  participant  to  whom  the  former 
spouse  was  married  dies: 

"(II)  the  sixtieth  day  after  the  effective 
date  of  this  section;  or 

"(III)  the  date  such  former  spouse  reaches 
age  fifty:  and 

"(B)  shall  terminate  on  the  last  day  of  the 
month  before  the  former  spouse's  death  or 
remarriage  before  attaining  age  fifty. 

•■(2)(A)  A  survivor  annuity  under  this  sec- 
tion shall  not  be  payable  unless  appropriate 
written  application  is  provided  to  the  Direc- 
tor, complete  with  any  supporting  documen- 
tation which  the  Director  may  by  regulation 
require,  within  thirty  months  after  the  ef- 
fective date  of  this  section. 

"(B)  Upon  approval  of  an  application  pro- 
vided under  subparagraph  (A),  the  appropri- 
ate survivor  annuity  shall  be  payable  to  the 
former  spouse  with  respect  to  all  periods 
before  such  approval  during  which  the 
former  spouse  was  entitled  to  such  annuity  ' 
under  this  section,  but  in  no  event  shall  a 
survivor  annuity  be  payable  under  this  sec- 
tion with  respect  to  any  period  before  the 
effective  date  of  this  section. 

"(d)  The  Director  shall— 
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"(1)  issue  such  regulations  as  may  be  nec- 
essary to  carry  out  this  section;  and 

(2)  to  the  extent  practicable  inform  each 
individual  who  was  a  former  spouse  of  a  par- 
ticipant or  former  participant  on  November 
15,  1982.  of  any  rights  which  such  individual 
may  have  under  this  section.". 

(b)  Section  14(a)  of  the  Central  Intelli- 
gence Agency  Act  of  1949  (59  U.S.C. 
403n(a))  is  amended  by  inserting  "224." 
after    222.  223,". 

(c)  For  fiscal  year  1987,  not  to  exceed 
$500,000  shall  be  available  from  amounts 
appropriated  under  the  authority  of  section 
101(1)  of  this  Act  for  survivor  annuities 
under  section  224  of  the  Central  Intelli- 
gence Agency  Retirement  Act  of  1964  for 
Certain  Employment  and  under  the  amend- 
ment made  by  subsection  (b)  of  this  section. 

(d)  The  amendments  made  by  this  section 
shall  take  effect  on  October  1.  1986. 

HEALTH  BENEFITS  FOR  CERTAIN  FORMER 
SPOUSES  OF  CENTRAL  INTELLIGENCE  AGENCY 
EMPLOYEES 

Sec  407.  (a)  The  Central  Intelligence 
Agency  Act  of  1949  is  amended  by  adding  at 
the  end  thereof  a  new  section,  as  follows: 

"HEALTH  BENEFITS  FOR  CERTAIN  FORMER 
SPOUSES  OF  CENTRAL  INTELLIGENCE  AGENCY 
EMPL0YEF.S 

"Sec  16.  (a)  Except  as  provided  in  subsec- 
tion (c)(1).  any  individual— 

"(1)  formerly  married  to  an  employee  or 
former  employee  of  the  Agency  whose  mar- 
riage was  dissolved  by  divorce  or  annulment 
before  May  7.  1985: 

"(2)  who,  at  any  time  during  the  eighteen- 
month  period  before  the  divorce  or  annul- 
ment became  final,  was  covered  under  a 
health  benefits  plan  as  a  member  of  the 
family  of  such  employee  or  former  employ- 
ee: and 

"(3)  who  wsts  married  to  such  employee 
for  not  less  than  ten  years  during  periods  of 
service  by  such  employee  with  the  Agency, 
at  least  five  years  of  which  were  spent  out- 
side the  United  States  by  both  the  employee 
and  the  former  spouse, 
is  eligible  for  coverage  under  a  health  bene- 
fits plan  in  accordance  with  the  provisions 
of  this  section. 

"(b)(1)  Any  individual  eligible  for  coverage 
tinder  subsection  (a)  may  enroll  in  a  health 
benefits  plan  for  self  alone  or  for  self  and 
family  if,  before  the  expiration  of  the  six- 
month  period  t>eginning  on  the  effective 
date  of  this  section,  and  in  accordance  with 
such  procedures  as  the  Director  of  the 
Office  of  Personnel  Management  shall  by 
regulations  prescribe,  such  individual— 

"(A)  files  an  election  for  such  enrollment: 
and 

"(B)  arranges  to  pay  currently  into  the 
Einployees  Health  Benefits  Fund  under  sec- 
tion 8909  of  title  5,  United  States  Code  an 
amount  equal  to  the  sum  of  the  employee 
and  agency  contributions  payable  in  the 
case  of  an  employee  enrolled  under  chapter 
89  of  such  title  in  the  same  health  benefits 
plan  and  with  the  same  level  of  benefits. 

"(2)  The  Director  of  Central  Intelligence 
shall  take  all  steps  practicable— 

"(A)  to  determine  the  identity  and  current 
address  of  each  former  spouse  eligible  for 
coverage  under  subsection  (a);  and 

"(B)  to  notify  each  such  former  spouse  of 
that  individual's  rights  under  this  section. 

"(3)  The  Director  of  the  Office  of  Person- 
nel Management,  upon  notification  by  the 
Director  of  Central  Intelligence,  shall  waive 
the  six-month  limitation  set  forth  in  para- 
graph (1)  in  any  case  in  which  the  Director 


of  Central  Intelligence  determines  that  the 
circumstances  so  warrant. 

"(c)(1)  Any  former  spouse  who  remarries 
before  age  fifty-five  is  not  eligible  to  make 
an  election  under  subsection  (b)(1). 

"(2)  Any  former  spouse  enrolled  in  a 
health  benefits  plan  pursuant  to  an  election 
under  subsection  (b)(1)  may  continue  the 
enrollment  under  the  conditions  of  eligibil- 
ity which  the  Director  of  the  Office  of  Per- 
sonnel Management  shall  by  regulation  pre- 
scribe, except  that  any  former  spouse  who 
remarries  l)efore  age  fifty-five  shall  not  be 
eligible  for  continued  enrollment  under  this 
section  after  the  end  of  the  31-day  period 
beginning  on  the  date  of  remarriage. 

"(d)  No  individual  may  he  covered  by  a 
health  benefits  plan  under  this  section 
during  any  period  in  which  such  individual 
is  enrolled  in  a  health  benefits  plan  under 
any  other  authority,  nor  may  any  individual 
be  covered  under  more  than  one  enrollment 
under  this  section. 

"(e)  For  purposes  of  this  section  the  term 
health  benefits  plan'  means  an  approved 
health  benefits  plan  under  chapter  89  of 
title  5.  United  States  Code.". 

(b)  The  amendment  made  by  this  section 
shall  take  effect  on  October  1.  1986. 

PHYSICAL  SECURITY  OF  NATIONAL  SECURITY 
AGENCY  FACILITIES 

Sec  408.  The  National  Security  Agency 
Act  of  1959  (50  U.S.C.  402  note)  is  amended 
by  deleting  section  11  and  inserting  In  lieu 
thereof  the  following  new  section: 

"Sec  U.  (a)  The  Director  of  the  National 
Security  Agency  may  authorize  National  Se- 
curity Agency  personnel  within  the  United 
States  to  perform  the  same  functions  as  spe- 
cial policemen  of  the  General  Services  Ad- 
ministration perform  under  the  first  section 
of  the  Act  entitled  "An  Act  to  authorize  the 
Federal  Works  Administrator  or  officials  of 
the  Federal  Works  Agency  duly  authorized 
by  him  to  appoint  special  policemen  for 
duty  upon  Federal  property  under  the  juris- 
diction of  the  Federal  Works  Agency,  and 
for  other  purposes  (40  U.S.C.  318),  with  the 
powers  set  forth  in  that  section,  except  that 
such  personnel  shall  perform  such  functions 
and  exercise  such  powers  only  within 
Agency  installations,  and  the  rules  and  reg- 
ulations enforced  by  such  personnel  shall  be 
the  rules  and  regulations  promulgated  by 
the  Director. 

"(b)  The  Director  is  authorized  to  estab- 
lish penalties  for  violations  of  the  rules  or 
regulations  promulgated  by  the  Director 
under  subsection  (a)  of  this  section.  Such 
penalties  shall  not  exceed  those  specified  in 
the  fourth  section  of  the  Act  referred  to  in 
subsection  (a)  of  this  section  (49  U.S.C. 
318c). 

"(c)  Agency  personnel  designated  by  the 
Director  under  subsection  (a)  of  this  section 
shall  be  clearly  identifiable  as  United  States 
Government  security  personnel  while  en- 
gaged in  the  performance  of  the  functions 
to  which  subsection  (a)  of  this  section 
refers.". 

TITLE  V-ENHANCED  FEDERAL 

BUREAU  OF  INVESTIGATION  COUN- 
TERINTELLIGENCE CAPABILITIES 

ACCESS  TO  FINANCIAL  RECORDS  OF  AGENTS  OF 
FOREIGN  POWERS 

Sec  501.  Section  1114(a)  of  the  Right  to 
Financial  Privacy  Act  of  1978  (12  U.S.C. 
3414(a))  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(5)(A)  Financial  institutions,  and  offi- 
cers, employees,  and  agents  thereof,  shall 
comply  with  a  request  for  a  customer's  or 
entity's  financial  records  made  pursuant  to 


this  subsection  by  the  Federal  Bureau  of  In- 
vestigation when  the  Director  of  the  Feder- 
al Bureau  of  Investigation  (or  the  Director's 
designee)  certifies  in  writing  to  the  financial 
institution  that  such  records  are  sought  for 
foreign  counterintelligence  purposes  and 
that  there  are  specific  and  articulable  facts 
giving  reason  to  believe  that  the  customer 
or  entity  whose  records  are  sought  is  or  may 
be  a  foreign  power  or  an  agent  of  a  foreign 
power  as  defined  in  section  101  of  the  For- 
eign Intelligence  Surveillance  Act  of  1978 
(50  U.S.C.  1801). 

"(B)  The  Federal  Bureau  of  Investigation 
may  disseminate  information  obtained  pur- 
suant to  this  paragraph  only  as  provided  in 
guidelines  approved  by  the  Attorney  Gener- 
al for  foreign  intelligence  collection  and  for- 
eign counterintelligence  investigations  con- 
ducted by  the  Federal  Bureau  of  Investiga- 
tion, and,  with  respect  to  dissemination  to 
an  agency  of  the  United  States,  only  if  such 
information  is  clearly  relevant  to  the  au- 
thorized responsibilities  of  such  agency. 

"(C)  On  a  semiannual  basis  the  Director 
of  the  Federal  Bureau  of  Investigation  shall 
fully  inform  the  Permanent  Select  Commit- 
tee on  Intelligence  of  the  House  of  Repre- 
sentatives and  the  Select  Committee  on  In- 
telligence of  the  Senate  concerning  all  re- 
quests made  pursuant  to  this  paragraph. 

"(D)  No  financial  institutions,  or  officer, 
employee,  or  agent  of  such  institution,  shall 
disclose  to  any  person  that  the  Federal 
Bureau  of  Investigation  has  sought  or  ob- 
tained access  to  a  customer's  or  entity's  fi- 
nancial records  under  this  paragraph.". 

ACCESS  TO  STATE  AND  LOCAL  CRIMINAL  RECORDS 

Sec  502.  (a)  Section  9101  of  title  5,  United 
States  Code,  is  amended: 

(1)  in  paragraph  (1)  of  subsection  (b)  by 
striking  out  "or"  after  "Office  of  Personnel 
Management"  and  by  inserting  ",  or  the 
Federal  Bureau  of  Investigation  "  after  "the 
Central  Intelligency  Agency;" 

(2)  in  subparagraph  (3)(A)  of  subsection 
(b)  by  striking  out  "or"  after  "Office  of  Per- 
sonnel Management"  and  by  inserting  ",  or 
the  Federal  Bureau  of  Investigation"  after 
"the  Central  IntelHgence  Agency;" 

(3)  in  subparagraph  (3)(B)  of  subsection 
(b)  by  striking  out  ""or"  after  "Office  of  Per- 
sonnel Management"  and  by  inserting  ",  or 
the  Federal  Burean  of  Investigation "  after 
"the  Central  Intelligence  Agency;"  and 

(4)  in  subsection  (c)  by  striking  out  "or" 
after  ""Office  of  Personnel  Management" 
and  by  inserting  "",  or  the  Federal  Bureau  of 
Investigation"  after  "the  Central  Intelli- 
gence Agency." 

(b)  Section  803(a)  of  title  8  of  the  Intelli- 
gence Authorization  Act  for  fiscal  year  1986 
is  amended  by  striking  out  "and"  after  "the 
Office  of  Personnel  Management"  and  by 
inserting  ",  and  the  Federal  Bureau  of  In- 
vestigation" after  "the  Ceniral  Intelligence 
Agency". 

(c)  The  amendments  made  by  this  section 
shall  become  effective  with  respect  to  any 
inquiry  which  begins  after  the  date  of  en- 
actment of  this  Act  conducted  by  the  Feder- 
al Bureau  of  Investigation  for  purposes 
specified  in  paragraph  (b)(1)  of  section  9101 
of  title  5,  United  States  Code. 

ACCESS  TO  TELEPHONE  TOLL  RECORDS 

Sec  503.  (a)  Chapter  33  of  title  28,  United 
States  Code,  is  amended  by  adding  at  the 
end  thereof  the  following  new  section: 

"§  538.  Access  to  telephone  toll  records 

"(a)  A  communication  common  carrier 
shall  comply  with  a  request  for  telephone 
sut>scrit>er  information  or  toll  billing  record 
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information  by  the  Federal  Bureau  of  Invcs- 
ligation  when  the  Director  of  the  Federal 
Bureau  of  Investigation  (or  the  Director's 
designee)  certifies  in  writing  to  the  commu- 
nications common  carrier  that  such  infor- 
mation is  sought  for  foreign  counterintelli- 
gence purposes  and  that  there  are  specific 
and  articulable  facts  giving  reason  to  believe 
that  the  person  or  entity  to  whom  the  infor- 
mation sought  pertains  is  or  may  be  a  for- 
eign power  or  an  agent  of  a  foreign  power  as 
defined  in  section  101  of  the  Foreign  Intelli- 
gence Surveillance  Act  of  1978  (50  U.S.C. 
1801). 

••(b)  The  Federal  Bureau  of  Investigation 
may  dissemmate  information  obtained  pur- 
suant to  this  section  only  as  provided  in 
guidelines  approved  by  the  Attorney  Gener- 
al for  foreign  intelligence  collection  and  for- 
eign counterintelligence  investigations  con- 
ducted by  the  Fede'-al  Bureau  of  Investiga- 
tion, and.  with  respect  to  dissemination  to 
an  agency  of  the  United  States,  only  if  such 
information  is  clearly  relevant  to  the  au- 
thorized responsibilities  of  such  agency. 

•■(c)  On  a  semiannual  basis  the  Director  of 
the  Federal  Bureau  of  Investigation  shall 
fully  inform  the  Permanent  Select  Commit- 
tee on  Intelligence  of  the  House  of  Repre- 
sentatives and  the  Select  Committee  on  In- 
telligence of  the  Senate  concerning  all  re- 
quests made  pursuant  to  this  section. 

•■(d)  No  communications  common  carrier, 
or  officer,  employee,  or  agent  thereof,  shall 
disclose  to  any  person  that  the  Federal 
Bureau  of  Investigation  has  sought  or  ob- 
tained access  to  telephone  subscriber  infor- 
mation or  toll  billing  record  information 
under  this  section." 

(b)  The  table  of  contents  for  chapter  33  of 
title  28.  United  Stales  Code,  is  amended  by 
adding  at  the  end  thereof  ihe  following; 

•538.  Access  to  Telephone  Toll  Records" 
TITLE  VI-PROTECTION  OF  UNITED 
STATES  INTERESTS 

FOREIGN  MISSIONS  ACT  AMENDMENT 

Sec  601.  Section  202(a)(4)  of  the  Slate 
Department  Basic  Authorities  Act  of  1956 
(22  U.S.C.  4302(a)(4))  is  amended  to  read  as 
follows: 

"(4)  foreign  mission'  means  any  mission 
to  or  agency  or  entity  in  the  United  States 
which  is  involved  in  the  diplomatic,  consul- 
ar, or  other  activities  of,  or  which  is  sub- 
stantially owned  or  effectively  controlled 
by- 

■(A)  a  foreign  government,  or 

'•(B)  an  organization  (other  than  an  inter- 
national organization,  as  defined  in  section 
209(b)  of  this  title)  representing  a  territory 
or  political  entity  which  has  been  granted 
diplomatic  or  other  official  privileges  and 
immunities  under  the  laws  of  the  United 
States  or  which  engages  in  some  aspect  of 
the  conduct  of  the  international  affairs  of 
such  territory  or  political  entity, 
including  any  real  property  of  such  a  mis- 
sion and  including  the  personnel  of  such  a 
mission;". 

SOVIET  MISSION  AT  THE  UNITED  NATIONS 

Sec  602.  (a)(1)  It  is  the  policy  of  the  Con- 
gress that  the  number  of  nationals  of  the 
Soviet  Union  admitted  to  the  United  States 
to  serve  as  members  of  the  Soviet  mission  at 
the  United  Nations  headquarters  shall  not 
substantially  exceed  the  number  of  United 
States  nationals  who  serve  as  members  of 
the  United  States  mission  at  the  United  Na- 
tions headquarters,  unless  the  President  de- 
termines that  the  admission  to  the  United 
States  of  additional  Soviet  nationals  to 
serve  as  members  of  the  Soviet  mission  at 


the  United  Nations  headquarters  would  be 
in  the  interest  of  the  United  States. 

(2)  Beginning  six  months  after  the  date  of 
enactment  of  this  section,  and  every  six 
months  thereafter,  the  Secretary  of  State 
shall  prepare  and  transmit  to  the  Commit- 
tee on  Foreign  Relations  and  the  Select 
Committee  'on  Intelligence  of  the  Senate 
and  to  the  Committee  on  Foreign  Affairs 
and  the  Permanent  Select  Committee  on  In- 
telligence of  the  House  of  Representatives  a 
report  setting  forth  the  number  of  Soviet 
nationals  admitted  during  the  preceding  six- 
month  period  to  the  United  States  pursuant 
to  a  determination  of  the  President  under 
paragraph  (1)  and  their  duties  with  the 
Soviet  mission  at  the  United  Nations  head- 
quarters. 

(3)  Nothing  in  this  subsection  may  be  con- 
strued as  including  any  dependent  or  spouse 
who  is  not  a  member  of  a  missioji  at  the 
United  Nations  headquarters  in  the  calcula- 
tion of  the  number  of  members  of  a  mission 
at  the  United  Nations  headquarters. 

(b)  It  is  the  sense  of  the  Congress  that  the 
Secretary  of  State  and  the  Attorney  Gener- 
al should,  not  later  than  six  months  after 
the  dale  of  enactment  of  this  .section,  pre- 
pare and  transmit  lo  the  Committee  on  For- 
eign Relations  and  the  Select  Committee  on 
Intelligence  of  the  Senate  and  lo  the  Com- 
mittee on  Foreign  Affairs  and  the  Perma- 
nent Select  Committee  on  Intelligence  of 
the  House  of  Representatives  a  report  sel- 
ling forth  a  plan  for  ensuring  that  the 
number  of  Soviet  nationals  described  in 
paragrapli  (a)(1)  does  not  exceed  the  limita- 
tion described  in  that  paragraph. 

(c)  For  purpo.ses  of  this  section— 

(1)  the  term  ■members  of  the  Soviet  mis- 
sion'^  and  ■members  of  the  United  States 
mission^  are  used  within  the  meaning  of  the 
term  'members  of  the  mission",  as  defined 
by  article  1(b)  of  the  Vienna  Convention  on 
Diplomatic  Relations,  done  April  18.  1961; 
and 

(2)  the  term  'mission  at  the  United  Na- 
tions headquarters"  of  a  country  includes 
all  the  missions  of  such  country  to  the 
United  Nations  in  New  'York  City  and  in- 
cludes missions  in  New  York  City  to  special- 
ized agencies  of  the  United  Nations,  as  de- 
fined in  article  57  of  the  charter  of  the 
United  Nations. 

REGISTRATION  OF  AGENTS  OF  CERTAIN  FOREIGN 
GOVERNMENTS 

Sec  603.  Section  951  of  title  18,  United 
States  Code,  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

••(e)  Notwithstanding  paragraph  (d)(4). 
any  person  engaged  in  a  legal  commercial 
transaction  shall  be  considered  to  be  an 
agent  of  a  foreign  government  for  purposes 
of  this  section  if — 

"(1)  such  person  agrees  to  operate  within 
the  United  States  subject  lo  the  direction  or 
control  of  a  foreign  government  or  official; 
and 

"(2)  such  person— 

"(A)  is  an  agent  of  the  Soviet  Union,  the 
German  Democratic  Republic.  Hungary. 
Czechoslovakia,  Poland.  Bulgaria,  Rom.ania, 
or  Cuba,  unless  the  Attorney  General,  after 
consultation  with  the  Secretary  of  State,  de- 
termines and  so  reports  to  the  Congress 
that  the  national  .security  or  foreign  policy 
interests  of  the  United  States  require  that 
the  provisions  of  this  section  do  not  apply  in 
specific  circumstances  to  agents  of  such 
country;  or 

"(B)  has  been  convicted  of,  or  has  entered 
a  plea  of  nolo  contendere  with  respect  to. 
any  offense  under  section  792  through  799. 
831,  or  2381  of  this  title  or  under  section  11 


of  the  Export  Administration  Act  of  1979,  or 
is  the  employer  of  such  person,  except  that 
the  provisions  of  this  section  shall  not  apply 
to  a  person  or  employer  described  in  this 
clause  for  a  period  of  more  than  five  years 
beginning  on  the  date  of  the  conviction  or 
the  date  of  entry  of  the  plea  of  nolo  conten- 
dere, as  the  case  may  be.". 

TITLE  VII-GENERAL  PROVISIONS 

AUTHORITY  FOR  THE  CONDUCT  OF  INTELLIGENCE 
ACTIVITIES 

Sec  701.  The  authorization  of  appropria- 
tions by  this  Act  shall  not  be  deemed  to  con- 
stitute authority  for  the  conduct  of  any  in- 
telligence activity  which  is  not  otherwise  au- 
thorized by  the  Constitution  or  laws  of  the 
United  States. 

increases  IN  COMPENSATION  AND  BENEFITS 
AUTHORIZED  BY  LAW 

Sec  702.  Appropriations  authorized  by 
this  Acl  for  salary,  pay,  retirement,  and 
other  benefits  for  Federal  employees  may 
be  increased  by  such  additional  or  supple- 
mental amounts  as  may  be  necessary  for  in- 
creases In  such  compensation  or  benefits  au- 
thorized by  law. 

UNANIMOUS-CONSENT  REQUEST 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  ask  unanimous  consent  that,  as 
the  Senate  turns  to  the  consideration 
of  Calendar  Order  No.  804,  S.  2477,  the 
Intelligence  Authorization  Act,  it  be 
considered  under  the  following  time 
agreement:  1  hour  on  the  bill,  to  be 
equally  divided  between  the  chairman 
of  the  Committee  on  Intelligence  and 
the  vice  chairman  or  their  designees, 
and  that  Jhe  following  amendments  be 
the  only  amendments  in  order  and 
that  no  second-degree  amendments  be 
in  order. 

The  committee-reported  amendment 
from  the  Committee  on  Armed  Serv- 
ices, limited  to  15  minutes:  an  amend- 
ment to  be  offered  by  Senator  Helms 
related  to  the  classified  report  of  the 
Intelligence  Committee  on  the  bill, 
limited  to  30  minutes;  an  amendment 
to  be  offered  by  Seantor  Helms  relat- 
ed to  the  request  for  report  on  human 
rights  in  Panama,  limited  to  1  hour; 
further,  Mr.  President,  that  there  be 
30  minutes  on  any  debatable  motions, 
appeals,  or  points  of  order,  if  so  sub- 
mitted to  the  Senate;  tht  no  motions 
to  recommit  with  instructions  be  in 
order,  and  that  the  agreement  be  in 
the  usual  form. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  request? 

Mr.  BYRD.  Mr.  President,  the  re- 
quest was  not  fully  made. 

Mr.  DURENBERGER.  I  have  a  fur- 
ther request,  Mr.  President. 

I  further  ask  unanimous  consent 
that  once  the  bill  has  been  advanced 
to  third  reading,  the  chairman  of  the 
Intelligence  Committee,  or  his  desig- 
nee, be  recognized  to  proceed  to  the 
immediate  consideration  of  H.R.  4759, 
the  House  companion  bill,  and  strike 
its  text  and  substitute  the  text  of  S. 
2477.  and  that  the  Senate  insist  on  its 
amendment  to  H.R.  4759,  request  a 
conference  with  the  House  on  the  dis- 
agreeing votes  of  the  two  Houses  on 


71-059  0-87--£J(Pt.  181 


25798 


CONGRESSIONAL  RECORD— SENATE 


September  24,  1986 


the  bill,  and  that  the  Chair  be  author- 
ized to  appoint  conferees  on  the  part 
of  the  Senate,  all  without  debate. 

The  PRESIDING  OFFICER.  Has 
the  Senator  completed  stating  the  re- 
quest? 

Mr.  DURENBERGER.  I  have.  That 
is  the  complete  unanimous-consent  re- 
quest. 

The  PRESIDING  OFFICER.  Is 
there  an  objection  to  the  request? 

Mr.  LEAHY.  Mr.  President,  reserv- 
ing the  right  to  object,  it  is  my  under- 
standing, on  the  time  agreement  on 
the  amendments  by  the  distinguished 
Senator  from  North  Carolina,  that 
that  time  was  divided. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, it  is  agreeable  with  me  that  the 
time  is  divided.  I  understand  that  the 
agreement  that  we  did  have,  particu- 
larly between  the  chairman  and  the 
vice  chairman.  I  misstated  in  the 
second  part.  I  will  restate  it  as  follows: 
An  amendment  to  be  offered  by  Sena- 
tor Helms  related  to  the  classified 
report  of  the  Intelligence  Committee 
on  the  bill,  which  would  be  limited  to 
1  hour,  equally  divided. 

Mr.  BYRD.  Reserving  the  right  to 
object,  Mr.  President,  the  words  "in 
the  usual  form"  are  words  of  art 
which  mean  that  the  time  will  be 
equally  divided. 

I  reserve  the  right  to  object  further. 
There  is  no  provision  here  for  immedi- 
ate passage  without  further  debate,  in- 
tervening motion,  or  point  of  order 
from  the  moment  that  the  substitu- 
tion of  the  text  of  S.  2477  is  made,  so  I 
assume  that  to  include  such  a  provi- 
sion. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent. I  think  the  distinguished  Demo- 
cratic leader  is  correct.  I  would  add  to 
the  proposal  that  I  made  for  unani- 
mous consent  the  language  which  he 
suggested  relative  to  the  consideration 
of  the  House  bill. 

.  Mr.  BYRD.  Mr.  President,  further 
reserving  the  right  to  object,  is  it  to  be 
established  for  the  record  that  Mr. 
Warner  and  Mr.  Hart  will  be  confer- 
ees for  matters  within  the  jurisdiction 
of  the  Armed  Services  Committee? 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  would  say  to  my  distinguised 
colleague,  the  Democratic  leader,  that 
at  the  appropriate  time  I  will  get  the 
appointment  of  all  of  the  members  of 
the  Intelligence  Committee,  which  is 
our  usual  approach,  together  with  two 
members  of  the  Armed  Services  Com- 
mittee who  are  not  members  of  the  In- 
telligence Committee,  Senators 
Warner  and  Hart. 
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Mr.  BYRD.  Mr.  President.  I  thank 
the  distinguished  manager  of  the  bill. 
I  want  to  be  sure  that  we  are  clear 
that,  once  the  text  of  S.  2477  is  insert- 
ed in  lieu  .of  the  House  text  on  H.R. 
4759  the  Senate  then  is  to  proceed  to 
third    reading    immediately    without 


further  debate,  without  any  interven- 
ing action  and  without  further  motion 
or  point  of  order,  and  that  once  third 
reading  is  achieved,  the  same  condi- 
tions will  apply  to  passage  of  the  bill, 
and  that  there  be  no  motion  to  recon- 
sider in  order. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, the  Senator  correctly  states  my 
understanding  of  the  procedure  which 
I  would  ask  to  be  incorporated  in  the 
unanimous-consent  request. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  request? 

Mr.  HUMPHREY.  Mr.  President,  re- 
serving the  right  to  object,  I  would  ask 
the  Senator  if  he  would  include  in  his 
request  30  minutes  to  be  equally  divid- 
ed for  the  Senator  from  New  Hamp- 
shire to  have  the  opportunity  to  offer 
a  resolution  dealing  with  the  situation 
concerning  Mr.  Daniloff.  I  might  say 
we  have  been  prepared  to  offer  that 
on  a  couple  of  occasions  since  last 
Friday  night.  We  are  currently  trying 
to  negotiate  the  language  with  various 
parties. 

I  want  to  say  from  the  point  of  view 
of  this  Senator  that  it  is  time  to  go, 
that  we  cannot  wait  forever  to  perfect 
the  language  to  satisfy  everybody.  I 
am  prepared  to  offer  that  resolution. 

In  any  event,  I  do  ask  the  Senator 
from  Minnesota  to  include  in  his  re- 
quest the  30  minutes  to  be  equally  di- 
vided for  that  purpose. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent. I  have  no  objection  to  including 
in  my  request  the  30  minutes  equally 
divided  on  the  amendment  to  be  pro- 
posed by  the  Senator  from  New  Hamp- 
shire. I  intend  to  oppose  the  amend- 
ment, though  I  do  not  know  the  entire 
text  of  the  amendment.  Prom  our  side, 
it  would  certainly  be  appropriate  to  in- 
clude it  on  this  bill  if  he  so  desired. 

Mr.  LEAHY.  Reserving  the  right  to 
object,  I  wish  we  could  keep  within  the 
parameters  we  had  agreed  to  earlier, 
informally  agreed  to.  The  Senator 
from  New  Hampshire,  of  course,  is 
within  his  rights  to  offer  further 
amendments.  My  concern  is  that  this 
is  a  very  sensitive  matter.  The  Senate 
is  proceeding  on  the  intelligence  au- 
thorization bill  which  requires  us  to 
deal  with  extraordinarily  sensitive 
matters.  Adding  in  what  would  be,  as  I 
understand  the  description,  advice  to 
the  President,  or  even  a  direction  to 
the  President,  on  how  to  handle  the 
Daniloff  case  I,  for  one,  wish  could  be 
done  as  a  freestanding  matter  and  not 
to  be  on  this  bill. 

I  also  feel  that  the  President  is  doing 
a  good  job  in  handling  the  Daniloff 
case. 

I  will  not  object  because  the  Senator 
from  New  Hampshire  is  within  his 
rights.  I  would  just  urge  Senators  to 
understand  that  of  all  the  pieces  of 
legislation  that  comes  before  the 
Senate  during  the  year,  the  intelli- 
gence authorization  bill  is  an  extraor- 
dinarily different  one  and  is  usually 


handled  in  a  far  different  manner  be- 
cause of  the  highly  sensitive  matters 
within  it. 

Mr.  BYRD.  Mr.  President,  reserving 
the  right  to  object,  if  Mr.  Humphrey 
insists  on  this  approach,  then  we 
cannot  agree  to  the  rest  of  the  agree- 
ment. 

We  go  through  a  time-consuming 
process  here  of  contacting  all  Mem- 
bers on  our  side  by  telephone,  rurming 
the  proposed  agreement  by  them,  to 
see  if  they  consent  to  that  agreement. 
Now,  if  there  is  going  to  be  a  change  in 
that  agreement,  it  necessitates  our 
doing  the  same  thing  all  over  again. 

I  could  very  well  support  the  amend- 
ment of  the  distinguished  Senator 
from  New  Hampshire,  but  if  he  insists 
on  the  amendment  I  would  have  to 
object  to  the  agreement. 

Perhaps  I  would  want  to  offer  an 
amendment  myself  to  stop  the  sale  of 
subsidized  grain  to  the  Soviets.  I  am 
not  sure  that  Senators  want  to  get 
into  that  kind  of  discussion  this  after- 
noon. 

So,  it  is  either  go  with  what  we  have 
already  agreed  to,  or  I  will  have  to 
object  and  try  to  run  the  traps  all  over 
again. 

The  PRESIDING  OFFICER.  Did 
the  Senator  from  Minnesota  include  in 
his  request  the  right  of  ihe  Senator 
from  New  Hampshire  to  offer  an 
amendment? 

Mr.  DURENBERGER.  I  did.  I  indi- 
cated, Mr.  President,  that  I  have  no 
objection  to  including  in  the  unani- 
mous-consent request,  as  I  understood 
it.  a  30-minute  debate  on  an  amend- 
ment to  be  offered  by  the  Senator 
from  New  Hampshire  related  to  the 
Daniloff  matter. 

Before  the  Chair  entertains  an  ob- 
jection. I  might  inquire  of  the  Demo- 
cratic leader  if  the  problem  here  is  one 
of  time.  That  is.  whether  given  an  op- 
portunity to  run  the  normal  cloak- 
room check  of  Democratic  Members 
we  might  find  no  specific  objection  to 
this  matter.  Or  is  the  concern  of  the 
Democratic  leader  deeper,  that  other 
amendments  would  be  offered  which 
would  make  it  difficult  for  us  to  con- 
sider the  bill? 

Mr.  BYRD.  As  I  was  saying,  I  do  not 
think  I  could  get  consent  to  the  over- 
all agreement  with  that  amendment. 
Other  Senators  may  want  to  offer 
amendments,  too.  If  we  let  this  one  in. 
I  will  want  consent  to  offer  my  amend- 
ment. It  might  be  best  that  we  just  not 
have  an  agreement  and  if  the  Senator 
wants  to  offer  his  amendment,  he  may 
go  ahead. 

Mr.  LEAHY.  Reserving  the  right  to 
object,  I  should  note  in  support  of 
what  the  distinguished  Senator  from 
West  Virginia  has  said  I  have  urged  a 
number  of  Senators  not  to  put  amend- 
ments on  this  particular  bill,  again  be- 
cause of  the  unique  nature  of  the  in- 
telligence authorization  bill,  including 
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amendments  that  I  might  well  cospon- 
sor  If  they  were  put  on  a  more  appro- 
priate vehicle.  But  this  Is  so  we  can 
bring  out  a  bill  which  is  much  needed 
by  the  intelligence  agencies  in  our 
country,  much  needed  at  a  time  of  in- 
creased terrorist  activities  and  much 
needed  for  our  countertcrrorism. 

I  would  again  urge  Senators  on  both 
sides  of  the  aisle  to  see  if  it  is  possible 
to  restrain  themselves  and  put  their 
amendments  on  some  other  bill. 

As  I  say,  on  many  of  the  amend- 
ments I  might  well  join  them.  I  wish 
that  could  be  done. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  will  repropose  the  unanimous- 
consent  agreement.  But  first,  let  me 
say  in  response  to  my  colleagues  on 
the  Democratic  side  of  the  aisle,  we  do 
not  know  what  is  contained  in  the 
Senator's  proposed  amendment,  but  if 
it  does  deal  with  the  Daniloff  matter  it 
deals  with  subject  matters  that  are 
covered  in  the  intelligence  authoriza- 
tion bill. 

If  it  deals  with  the  issues  of  espio- 
nage, security,  and  counterintelli- 
gence, it  obviously  deals  with  some  of 
the  concerns  that  this  committee  usu- 
ally has.  So  I  do  not  think  there  is  an 
irrelevance  at  all  to  the  subject  matter 
contained  in  this  bill.  It  might  well  be 
very  significant  addition,  as  is  one  of 
the  amendments  to  be  proposed  by  the 
Senator  from  North  Carolina. 

Mr.  President,  I  will  ask  unanimous 
consent  that  the  time  agreement  as  I 
have  stated  it,  modified  by  the  addi- 
tion of  the  30  minutes  for  the  Senator 
from  New  Hampshire,  be  considered  at 
this  time. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  BYRD.  Mr.  President,  reserving 
the  right  to  object,  I  would  hope  the 
distinguished  manager  would  put  the 
request  as  he  originally  put  it,  and  I 
would  hope  it  would  not  be  objected 
to.  This  is  a  bill  which  is  somewhat  sui 
generis.  It  is  not  like  most  bills  which 
come  before  the  Senate.  I  would  like 
to  see  the  bill  acted  on  without  amend- 
ments other  than  those  that  were 
originally  stated.  If  the  Senator  wants 
to  object  to  that  request  he  may  do  so 
and  he  may  offer  his  amendment  be- 
cause there  would  then  not  be  an 
agreement. 

At  least,  the  chairman  has  the 
chance  to  get  an  agreement  here 
which  will  expedite  floor  consideration 
of  this  matter,  which  I  understand  the 
majority  leader  would  like  to  dispose 
of.  The  majority  leader  has  two  or 
three  other  matters  he  would  like  to 
dispose  of  today.  We  have  offered  con- 
sent to  an  agreement  on  this  bill, 
which  was  •  a  difficult  agreement  to 
work  out.  Consent  agreements  often 
take  a  lot  of  time.  I  have  been  sitting 
on  the  floor  for  1  hour  now  waiting  to 
achieve  this  agreement.  Now,  to  come 
up  with  the  same  proposal  that  has 
been  discussed  before  and  has  been  ob- 


jected to  before— the  Senator  has  the 
right  to  offer  his  amendment.  He 
could  have  offered  it  to  the  highway 
bill.  We  shall  have  a  continuing  resolu- 
tion coming  along  here  that  is  going  to 
be  a  lightning  rod  for  any  and  every 
amendment  one  can  think  of.  Also,  the 
debt  limit  extension.  The  Senator  can 
offer  a  freestanding  resolution. 
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I  hope  there  would  not  be  an  objec- 
tion on  this.  The  majority  leader  is  on 
the  floor  and  can  speak  for  himself. 
He  knows  time  is  of  the  essence.  He 
knows  this  measure  is  important.  I 
think  we  have  a  good  time  agreement 
here  that  would  see  us  complete  action 
on  this  measure  within,  certainly,  3 
hours  at  the  n^ost,  I  would  think. 

Mr.  DOLE.  Will  the  Senator  from 
Minnesota  yield? 

Mr.  DURENBERGER.  I  am  happy 
to  yield  to  the  majority  leader. 

Mr.  DOLE.  Mr.  President,  I  know 
the  Senator  from  New  Hampshire 
feels  rather  strongly  about  the  resolu- 
tion. It  has  been  modified  a  couple  of 
times.  It  is  a  rather  weak  resolution 
now,  in  my  view;  the  teeth  have  been 
taken  out  of  it.  But  it  is  better  than 
nothing. 

It  seems  to  me  a  better  thing  to  do 
would  be  to  offer  it  as  a  freestanding 
resolution.  I  would  be  glad  to  try  to 
clear  that  with  the  minority  leader, 
try  to  get  an  agreement  to  do  that. 
Otherwise,  there  are  a  couple  of  other 
bills  that  have  been  waiting  around 
here  for  about  a  week  to  be  brought 
up  and  we  are  in  that  period  of  time 
where  anybody  can  offer  anything.  If 
the  Senator  from  New  Hampshire 
feels  strongly  about  this,  maybe  we 
can  toughen  it  up  a  little  bit.  Maybe 
we  can  offer  it  as  a  freestanding  reso- 
lution. 

But  to  put  it  on  this  measure— I 
think  the  Russians  are  already  indicat- 
ing that  Daniloff  is  a  CIA  agent  and  if 
we  put  it  on  an  intelligence  bill,  we 
sort  of  buttress  that  suspicion.  It 
seems  to  me  we  have  it  on  the  wrong 
bill  in  any  event. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, that  last  part  does  concern  me. 
Perhaps  I  should  yield  to  my  colleague 
from  New  Hampshire. 

Mr.  HUMPHREY.  Mr.  President.  I 
thank  my  colleague  from  Minnesota. 
The  difficulty  is  that  time  is  of  the  es- 
sence. The  difficulty  is  that  we  have 
rather  few  bills  left.  The  difficulty  is 
that  there  is  all  kinds  of  maneuvering 
relative  to  this  resolution  preventing 
us  from  offering  it.  The  difficulty  is 
that  the  Democratic  side  objected  last 
Friday  to  offering  it  as  a  freestanding 
measure. 

Everyone  thinks  we  ought  to  do 
something  about  this  resolution,  but 
so  far,  no  one  is  willing  to  do  anything. 
That  is  why  I  am  seeking  to  protect 
the  right,  frankly,  in  hope  of  instigat- 
ing some  action  on  this  resolution,  get- 


ting the  language  clarified  and  final- 
ized and  an  opportunity  agreed  upon 
to  offer  it.  That  is  why  I  am  seeking  to 
protect  the  right  to  offer  it  to  this  bill. 
I  continue  to  insist  upon  that  right. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, given  the  statement  by  the  ma- 
jority leader  and  the  suggestion  that 
he  will  make  an  alternative  available 
to  the  Senator  from  New  Hampshire,  I 
shall  repropose  my  unanimous-consent 
request  without  the  request  included 
by  the  Senator  from  New  Hampshire. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  HUMPHREY.  Mr.  President,  I 
object. 

The  PRESIDING  OFFICER.  The 
objection  is  heard. 

The  Senator  from  Minnesota. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  am  pleased  to  present  before 
the  Senate  the  intelligence  authoriza- 
tion for  fiscal  year  1987,  as  recom- 
mended by  the  Select  Committee  on 
Intelligence.  While  the  specifics  of  the 
intelligence  authorization  must,  for 
the  most  part,  remain  secret,  we  be- 
lieve that  the  annual  presentation  of 
this  bill  to  the  Members  is  important. 
It  shows  to  the  Senate  and  to  the 
American  public  that,  even  when  deal- 
ing with  the  most  secretive  matters  of^ 
national  security,  laws  in  the  United' 
Stales  are  reviewed  by-  elected  officials 
representing  the  interests  of  the 
American  people. 

The  intelligence  authorization,  as 
you  are  aware,  is  the  principal  means 
for  the  Senate  to  express  its  concerns 
and  its  priorities  for  the  U.S.  intelli- 
gence community.  Not  only  must  the 
Senate  approve  every  dollar  that  is 
spent  in  the  name  of  intelligence;  the 
intelligence  authorization  is  also  the 
occasion  on  which  the  Senate  makes 
its  recommendations  for  U.S.  intelli- 
gence policy  and  the  manner  in  which 
that  policy  will  be  carried  out. 

Mr.  President,  in  presenting  the 
fiscal  year  1987  intelligence  authoriza- 
tion, I  would  like  to  call  the  attention 
of  my  colleagues  to  two  developments 
reflected  in  this  year's  bill. 

First,  I  am  pleased  to  point  out  that, 
for  the  first  time,  this  year  the  Select 
Committee  reviewed  the  budget  re- 
quests of  the  Director  of  Central  Intel- 
ligence in  light  of  the  DCI's  national 
intelligence  strategy.  As  the  Members 
may  recall,  last  year's  intelligence  con- 
ference report  required  Mr.  Casey  to 
submit  with  his  budget  request  a  na- 
tional intelligence  strategy.  This  docu- 
ment was  to  state  the  DCIs  goals  for 
national  intelligence,  the  missions  and 
priorities  he  had  set  out  for  the  intelli- 
gence community,  and  his  plans  for 
carrying  out  these  missions. 

Bill  Casey  responded  to  the  Select 
Committee's  request,  I  am  pleased  to 
say,  with  distinction.  Furthermore, 
the  expectations  of  the  committee 
that  the  national  intelligence  strategy 
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would  strengthen  oversight  were 
borne  out  in  the  review  of  the  fiscal 
year  1987  intelligence  authorization 
bill.  Not  only  did  the  committee  exam- 
ine over  3,000  pages  of  budget  docu- 
mentation in  a  line-by-line  review  of 
the  National  Foreign  Intelligence  Pro- 
gram: we  also  considered  just  how  well 
this  program  would  meet  the  intelli- 
gence needs  of  the  United  States.  I  be- 
lieve that,  as  a  result  of  the  national 
intelligence  strategy,  the  intelligence 
community  and  the  Select  Committee 
both  have  a  better  understanding  of 
what  we  are  buying  for  our  intelli- 
gence dollar  and  why  we  are  buying  it. 

This  brings  me  to  the  second  point  I 
would  like  to  call  to  the  attention  of 
the  Members— the  current  state  of  U.S 
intelligence  and  the  crisis  it  faces 
today. 

In  the  course  of  our  review  of  the 
national  intelligence  strategy,  it  also 
became  clear  to  the  Select  Committee 
just  how  tightly  stretched  the  Nation- 
al Foreign  Intelligence  Program  is  in 
meeting  the  basic  intelligence  require- 
ments of  the  United  States.  The  com- 
mittee is  deeply  concerned  about  the 
future  health  of  U.S.  intelligence. 
Many  of  our  concerns  stem  from  con- 
straints now  facing  the  defense 
budget,  where,  for  reasons  of  security, 
intelligence  programs  are  financed. 
Last  year,  largely  because  of  con- 
straints imposed  on  defense  spending, 
fiscal  year  1986  intelligence  communi- 
ty investment  actually  declined  in  real 
terms.  This  was  the  first  decline  in  7 
years.  It  forced  cancellation  of  a 
number  of  important  activities  and  the 
deferral  and  stretchout  of  many 
others. 

This  situatiorl,  combined  with  the 
tragic  loss  of  the  space  shuttle  Chal- 
lenger and  the  consequences  arising 
from  the  Titan  34D  launch  vehicle  ex- 
plosion in  April  1986,  has  placed  U.S. 
intelligence  in  its  most  serious  crisis  in 
decades.  Mr.  President,  I  cannot  over- 
state the  severity  of  the  current  situa- 
tion. Having  reviewed  the  DCI's  na- 
tional intelligence  strategy,  his  fiscal 
year  1987  budget  request,  and  the  re- 
quirements levied  by  the  defense  and 
foreign  policy  community  on  intelli- 
gence program  managers,  the  Mem- 
bers of  the  Select  Committee  are  con- 
vinced that  intelligence  investment 
must  be  protected  from  arbitrary 
limits  imposed  on  Government  spend- 
ing in  general  and  on  defense  spending 
in  particular. 

We  on  the  Select  Committee  are 
fully  aware  that  similar  claims  will  be 
made  about  other  Government  pro- 
grams in  this  age  of  fiscal  constraint. 
Indeed,  we  have  reached  our  conclu- 
sions with  considerable  hand-wringing. 
However,  we  would  point  out  that  the 
secrecy  necessary  for  intelligence  oper- 
ations leaves  the  intelligence  commu- 
nity with  only  one  constituency  that 
can  speak  out  on  its  behalf  to  the 
Senate— namely,  those  of  us  on  the  In- 


telligence Committee  who  must  meet 
behind  closed  doors  and  have  wit- 
nessed the  dangers  facing  the  National 
Foreign  Intelligence  Program. 

In  addition  to  the  budgetary  recom- 
mendations which  are  the  primary 
function  of  this  bill,  there  are  also  sev- 
eral significant  legislative  provisions. 
These  are  extensively  discussed  in  the 
report  on  the  bill  submitted  by  the  In- 
telligence Committee.  I  might  mention 
at  this  point  that  the  bill  contains  pro- 
posals on  enhancing  FBI  access  to  fi- 
nancial and  telephone  records  for 
counterintelligence  purposes  and  FBI 
access  to  State  -ind  local  law  enforce- 
ment records  for  counterintelligence 
and  security  purposes;  for  legislatively 
mandating  the  reduction  in  the  size  of 
the  Soviet  mission  to  the  United  Na- 
tions and  registering  and  limiting  the 
activities  of  foreign  commercial  agents 
from  countries  engaged  in  intelligence 
activities  against  the  United  States: 
for  providing  benefits  to  former 
spouses  of  CIA  officers  who  currently 
receive  none;  and  for  other  purposes. 

The  classified  supplement  to  the 
committee's  report  on  the  fiscal  year 
1987  intelligence  authorization  has 
been  available  for  review  by  all  Mem- 
bers of  the  Senate  since  early  June  of 
this  year  in  accordance  with  the  provi- 
sions of  Senate  Resolution  400.  This 
classified  supplement  explains  in 
detail  the  specific  recommendations  of 
the  committee  on  all  intelligence  pro- 
grams. 

We  believe,  Mr.  President,  that  the 
recommendations  set  forth  by  the 
Committee  in  the  classified  supple- 
ment represent  the  minimum  that 
must  be  invested  in  intelligence  to  pro- 
vide the  intelligence  capabilities  neces- 
sary for  U.S.  national  security.  This 
judgment  is  objective;  this  judgment  is 
bipartisan:  and,  most  of  all.  it  is 
strongly  held.  We  urge  the  Members 
of  this  body  to  join  us  in  supporting 
this  bill. 

Mr.  LEAHY.  Mr.  President,  this  has 
certainly  been  a  challenging  year  for 
everyone  associated  with  our  intelli- 
gence effort— the  aftermath  of  the 
"Year  of  the  Spy."  the  continued  spec- 
ter of  international  terrorism,  the  re- 
alization by  all  of  us  that  there  will  be 
more  terrorist  attacks,  this  year  and 
next  year,  and  the  disasters  involving 
the  space  shuttle  and  the  Titan 
launch  vehicle.  In  addition,  reports  of 
serious  progress  in  the  arms  talks  un- 
derscore the  intelligence  community's 
need  to  improve  its  capabilities  to 
monitor  Soviet  forces  and  verify  an 
arms  control  agreement  that  might 
come  out  of  Geneva  or  out  of  a 
summit. 

The  Select  Committee  on  Intelli- 
gence views  the  annual  budget  author- 
ization process  as  one  of  its  principal 
oversight  responsibilities  because  of 
the  means  this  process  provides  in  our 
effort  to  influence  the  long-term  direc- 


tion and  scope  of  U.S.  intelligence  ef- 
forts. 

This  year,  as  we  did  last  year,  the 
committee  conducted  its  intelligence 
budget  review  at  the  full  committee 
level,  involving  all  members  of  the  In- 
telligence Committee.  In  my  opinion, 
the  committee's  review  of  the  budget 
this  year  was  the  most  comprehensive 
and  effective  that  I  have  seen  in  the 
more  than  7  years  I  have  served  on  the 
committee.  I  am  very  gratified  at  the 
personal  and  bipartisan  participation 
we  had  from  the  committee  members 
in  this  sometimes  arduous  process,  one 
where  members  were  able  to  set  aside 
labels  of  Democrat  and  Republican  to 
work  together  in  a  bipartisan  effort 
for  the  best  intelligence  this  country 
could  possibly  have. 

As  Senator  Durenberger  has  stated, 
we  take  very  seriously  our  obligation 
to  the  other  85  Members  of  the  Senate 
to  review,  dollar  for  dollar,  every  pro- 
gram that  is  proposed  for  U.S.  intelli- 
gence. I  should  also  note  that  we  have 
been  helped  in  no  small  way  by  our  ex- 
cellent and  nonpartisan  staff— Bernie 
McMahon,  staff  director;  Eric 
Newsom,  minority  staff  director;  Dan 
Finn,  chief  counsel;  Keith  Hall,  chief 
budget  officer:  and  numerous  others. 

I  am  pleased  with  the  committee's 
continuing  oversight  in  the  area  of 
combatting  terrorism.  This  is  some- 
thing I  have  felt  strongly  about  for 
several  years.  As  the  recent  hijacking 
in  Karachi  and  the  attack  at  the  syna- 
gogue in  Turkey  graphically  show,  ter- 
rorist activity  throughout  the  world 
continues  to  threaten  the  safety  of  in- 
nocent persons  as  well  as  peace  and 
stability  worldwide.  I  and  others  on 
the  committee  have  frequently 
stressed  the  need  for  more  and  better 
intelligence  to  combat  terrorism.  This 
bill  continues  the  committee's  efforts 
to  strengthen  the  intelligence  commu- 
nity's counterterrorism  programs. 

Another  area  in  which  I  believe  the 
committee  has  made  a  significant  con- 
tribution is  counterintelligence.  The 
Intelligence  Committee  is  in  the  proc- 
ess of  completing  a  comprehensive 
report  to  the  Senate  on  the  state  of 
U.S.  counterintelligence  and  security 
programs.  That  report  is  nearly  ready 
and  should  be  available  within  a 
matter  of  days,  if  not  weeks.  In  addi- 
tion, the  fiscal  year  1987  authorization 
bill  calls  for  substantial  new  resources 
for  communications  and  personnel  se- 
curity initiatives,  which  I  wholeheart- 
edly support. 

Mr.  President,  I  take  I  hope  a  par- 
donable pride  in  the  committee's  in- 
corporation of  S.  1773,  a  bill  Senator 
Cohen  and  I  offered  last  year  to  apply 
the  principle  of  numerical  equivalence 
to  the  sizes  of  the  United  States  and 
Soviet  missions  to  the  United  Nations. 
It,  together  with  a  companion  measure 
enacted  into  law  in  1985,  the  Leahy- 
Cohen  diplomatic  equivalence  and  rec- 


UMi 


September  24,  1986 


CONGRESSIONAL  RECORD— SENATE 


25801 


year,  the 
itelligence 
committee 
of  the  In- 
y  opinion, 
he  budget 
Drehensive 
;en  in  the 
ved  on  the 
ied  at  the 
rticipation 
:  members 
■ocess,  one 
)  set  aside 
ublican  to 
san  effort 
is  country 


ipe  a  par- 
ittee's  in- 
11  Senator 
r  to  apply 
juivalence 
Itates  and 
i  Nations. 
1  measure 
le  Leahy- 
e  and  rec- 


iprocity amendment,  provide's  strong 
tools  to  the  President  and  in  fact  the 
entire  executive  branch  in  controlling 
and  reducing  the  Soviet  espionage 
presence  in  the  United  States  operat- 
ing under  diplomatic  cover. 

Let  me  take  one  moment  to  compli- 
ment my  friend  from  Maine  for  his 
hard  work  and  leadership  in  our  ef- 
forts to  combat  the  hostile  intelligence 
presence  in  this  country.  I  want  also  to 
thank  Jim  Dykstra,  from  the  commit- 
tee staff,  for  his  valuable  contribu- 
tions. 

Mr.  President,  I  mention  both  the 
Leahy-Cohen  bill  that  passed  in  1985 
and  its  newer  version  included  in  this 
bill  for  a  specific  reason.  Secretary 
Shultz  has  recently  been  implement- 
ing a  policy  to  limit  the  size  of  the 
Soviet  diplomatic  mission  at  the 
United  Nations  which  mirrors  the  ap- 
proach Senator  Cohen  and  I  have  pro- 
posed. He  has  done  it  in  my  mind  for 
all  the  right  reasons.  He  has  not  only 
brought  a  great  deal  of  pressure  to 
bear  on  the  Daniloff  matter,  but  he 
has  also  demonstrated  that  the  United 
States  is  concerned  about  the  number 
of  Soviets  in  that  mission,  which  is 
much  larger  than  they  need  to  per- 
form their  normal  diplomatic  duties. 
According  to  the  FBI  as  many  as  35 
percent  or  more  of  the  Soviet  diplo- 
mats are  active  KGB  agents.  By  reduc- 
ing the  size  of  the  Soviet  mission  to 
the  United  Nations,  we  have  succeeded 
in  bringing  pressure  on  the  Soviets  in 
the  Daniloff  matter. 

I  am  one  Democratic  Senator  who 
says:  Do  not  tie  the  hands  of  President 
Ronald  Reagan  in  this  case.  In  my  es- 
timation, the  President  has  been  doing 
everything  right  in  the  Daniloff  case. 
He  has  taken  a  very,  very  tough  atti- 
tude toward  the  Soviet  Union.  He  has 
taken  the  extraordinary  measure  of 
sending  a  letter  stating  that  Mr.  Dani- 
loff is  not  a  spy.  He  has  made  his 
anger  and  concern  very  clear.  He  has 
authorized  Secretary  Shultz  to  follow 
the  basic  principles  which  Senator 
Cohen  and  I  have  proposed  in  kicking 
out  Soviet  diplomats.  All  that  brings 
pressure  on  the  Soviet  Union. 

At  the  same  time.  President  Reagan 
has  also  realized  that  we  have  a  pre- 
eminent responsibility  to  enhance  the 
security  of  our  own  country  by  pursu- 
ing meaningful  arms  negotiations.  As 
a  result  he  has  instructed  his  Ambas- 
sadors to  continue  that  effort  in 
Geneva.  The  arms  negotiations  go  on. 

Earlier  this  week  at  the  United  Na- 
tions, the  President  of  the  United 
States  gave  a  strong  statement  of  his 
own  commitment  to  nuclear  arms  con- 
trol. So  I  say  that  we  should  not  be 
here  trying  to  second-guess  the  Presi- 
dent of  the  United  States.  We  should 
give  him  the  tools  with  which  to  work. 

We  will  provide  him  even  more  tools 
in  this  bill.  But  this  is  such  a  delicate 
area.  With  arms  control  negotiations 
coming  under  the  cloud  of  the  Dani- 


loff matter,  the  President  of  the 
United  States  should  be  given  the 
tools  and  the  confidence  to  go  for- 
ward. I,  for  one,  am  confident  of  the 
direction  President  Reagan  has  taken, 
and  I  support  it. 

The  select  committee  has  also  taken 
the  lead  in  assuring  that  the  intelli- 
gence community  will  be  able  to  ad- 
dress future  requirements  for  arms 
control  monitoring  and  that  these  are 
given  a  high  priority  in  the  develop- 
ment of  future  intelligence  capabili- 
ties. I  mention  that  because  the 
Senate  has  a  unique  responsibility  in 
arms  control  matters.  We  are  the  only 
100  people  in  the  country  to  vote  on  a 
treaty.  A  major  issue  will  be  whether 
it  is  verifiable. 

In  these  times  of  large  deficits  and 
budget  reductions,  it  is  even  more  crit- 
ical that  we  provide  support  for  intelli- 
gence to  meet  arms  control  as  well  as 
other  essential  requirements  affecting 
our  national  security.  Intelligence  is 
the  eyes  and  ears  of  our  overall  na- 
tional defense  program.  As  we  cutback 
in  general  defense  programs,  it  would 
be  shortsighted  and  dangerous  to 
reduce  funding  for  intelligence  pro- 
grams. 

In  my  opinion,  some  of  the  most 
dedicated,  most  capable,  most  quali- 
fied, and  most  hardworking  people  in 
our  Government  are  within  our  intelli- 
gence community,  whether  they  work 
for  the  CIA,  the  DIA,  the  FBI,  or 
others.  We  must  give  them  the  sup- 
port they  require.  I  believe  it  is  vital  to 
the  first  line  of  our  security. 

Mr.  President,  we  have  not  recom- 
mended authorization  of  one  dollar 
more  than  we  believe  is  absolutely  nec- 
essary to  fulfill  the  intelligence  re- 
quirements to  cope  with  the  growing 
threat  facing  this  Nation.  Our  review 
was  extensive  and  complete.  It  has 
also  been  bipartisan,  continuing  our 
committee  tradition. 

In  conclusion,  Mr.  President,  I  once 
again  compliment  the  work  of  the 
chairman  and  the  other  members  of 
the  Intelligence  Committee  on  the  im- 
portant piece  of  legislation  before  us 
today.  This  bill  will  continue  to  pro- 
vide the  resources  that  are  sorely 
needed  to  keep  our  national  intelli- 
gence capabilities  up  with  internation- 
al developments  that  could  threaten 
U.S.  interests.  It  also  will  provide  addi- 
tional authority  to  respond  to  the  pro- 
liferation of  espionage  activities 
within  our  country. 

Mr.  President,  as  vice  chairman  of 
the  Intelligence  Committee,  I  fully  en- 
dorse this  bill  and  recommend  its  pas- 
sage. 

Mr.  DURENBURGER.  Mr.  Presi- 
dent, I  thank  my  colleagues  from  New 
Hampshire,  not  only  for 

Mr.  LEAHY.  Mr.  President,  will  the 
Senator  yield? 

Mr.  DURENBURGER.  I  yield  for 
the  obvious 


Mr.  LEAHY.  New  Hampshire  is  a 
slightly  smaller  State  geographically. 
They  have  more  people.  They  need 
more  people— no,  I  should  not  say 
that.  New  Hampshire  is  a  wonderful 
State.  It  is  slightly  smaller,  however. 

Mr.  DURENBURGER.  I  trust  that 
this  is  not  the  first  time  you  have  had 
to  correct  someone  on  that. 

Mr.  President,  I  do  compliment  my 
colleague,  who  this  year  had  to  make  a 
choice  as  to  where  he  was  going  to 
play  a  leadership  role,  between  the  Ag- 
riculture Committee  and  the  Intelli- 
gence Committee,  and  I  am  grateful 
that  he  chose  the  Intelligence  Com- 
mittee to  do  that. 

I  think  we  have  made  a  lot  more 
progress  over  the  last  2  years  than  the 
time  that  we  each  have  allotted  to  de- 
scribing the  authorization  bill  before 
us.  I  appreciate  very  much  all  the 
effort  he  has  put  in  on  that,  as  well  as 
the  minority  staff.  We  do  not  call 
them  minority  staff.  They  are  all  part 
of  the  committee  staff.  Eric  Newsom  is 
the  minority  staff  director,  and  he  has 
been  around  for  quite  some  time  and 
has  always  been  a  very  valuable  addi- 
tion to  all  the  difficult  efforts  we  have 
had  to  undertake  during  the  course  of 
these  2  years. 

Mr.  President,  I  understand  that  the 
pending  amendment  is  the  committee 
amendment  of  the  Armed  Services 
Committee  on  sequential  referral  of 
the  bill. 

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 

Mr.  DURENBURGER.  Mr.  Presi- 
dent, the  amendment  by  the  Armed 
Services  Committee  makes  a  change  in 
a  classified  item  relating  to  a  military 
construction  project.  It  adds  funds  for 
the  purpose  of  providing  full  funding 
for  this  project,  which  was  only  par- 
tially funded  in  the  bill  reported  by 
the  Intelligence  Committee.  The  Intel- 
ligence Committee  welcomes  this 
amendment,  which  is  reflected  in  the 
text  of  S.  2477,  as  reported,  on  sequen- 
tial referral  by  the  Armed  Services 
Committee  on  August  7. 

I  request  that  the  Senate  approve 
the  amendment  of  the  Armed  Services 
Committee. 

The  PRESIDING  OFFICER.  Is 
there  further  debate?  If  not.  the  ques- 
tion is  on  agreeing  to  the  committee 
amendment  of  the  Armed  Services 
Committee. 

The  amendment  was  agreed  to. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  move  to  reconsider  the  vote  by 
which  the  amendment  was  agreed  to. 

Mr.  LEAHY.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, this  probably  is  an  appropriate 
time  for  us  to  consider  the  first  of 
what  I  understand  will  be  two  amend- 
ments this  afternoon  to  the  bill,  to  be 
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offered  by  the  Senator  from  North 
Carolina  [Mr.  HfXMs]. 

Mr.    HELMS.    I    thank    the   distin- 
guished Senator. 

The    PRESIDING    OFFICER.    The 
Senator  from  North  Carolina. 
AMzmiMKirr  »o.  S8»« 
MS.  Mr.  Presi 


I 


aa  aBMndmeat  at  the  dMfc. 
that  It  be  stated. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  North  Carolina  (Mr. 
Helms]  proposes  an  amendment  numbered 
2896: 

On  page  4  of  the  bill,  after  line  2.  add  the 
following  new  section: 

"Sec.  104.  The  classified  report  of  the 
Select  Committee  on  Intelligence  which  ac- 
companies this  Act  is  hereby  amended  to  in- 
clude the  material  contained  in  the  classi- 
fied supplement  to  the  aforesaid  report 
which  was  prepared  on  September  24.  1986. 
The  classified  supplement  incorporates  ad- 
ditional directions  to  the  Intelligence  Com- 
munity on  the  following  subjects:  Competi 
tive  analyses  of  key  intelligence  topics:  sur- 
vivability of  national  technical  means  of  in- 
telligence collection;  availability  of  the 
report  of  the  President's  1980  Transition 
Team  study  of  intelligence:  training  on  com- 
batting Marxism-Leninism;  integration  of 
military,  political  and  economic  aspect  of 
national  estimates  on  the  Soviet  Union;  in- 
tegrated national  estimate  on  the  Soviet 
Union:  assessment  of  the  effects  of  Soviet 
data  denial: 

Mr.  HELMS.  Mr.  President.  I  ask 
unanimous  consent  that  reading  of  the 
amendment  be  dispensed  with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  reads  as  follows: 

On  page  4  of  the  bill,  after  line  2.  add  the 
following  new  section: 

"Sec  104.  The  classified  report  of  the 
Select  Committee  on  Intelligence  which  ac- 
companies this  Act  is  hereby  amended  to  in- 
clude the  material  contained  in  the  classi- 
fied supplement  to  the  aforesaid  report 
which  was  prepared  on  September  24.  1986. 
The  classified  supplement  incorporates  ad- 
ditional directions  to  the  Intelligence  Com- 
munity on  the  following  subjects:  Competi- 
tive analyses  of  key  intelligence  topics;  sur- 
vivability of  national  technical  means  of  in- 
telligence collection;  availability  of  the 
report  of  the  President's  1980  Transition 
Team  study  of  intelligence;  training  on  com- 
batting Marxism-Leninism;  integration  of 
military,  political  and  economic  aspects  of 
national  estimates  on  the  Soviet  Union;  in- 
tegrated national  estimate  on  the  Soviet 
Union;  assessment  of  the  effects  of  Soviet 
data  denial;  Foreign  Broadcast  Information 
Service  analyses;  reconnaissance  capability; 
protection  of  polygraph  information;  role  of 
the  Defense  Intelligence  Agency;  and  intelli- 
gence policy  regarding  Panama." 

Mr.  '  HELMS.  Mr.  President,  I  al- 
lowed the  clerk  to  read  part  of  the 
amendment  in  order  to  give  an  indica- 
tion of  its  nature.  It  is  a  very  impor- 
tant amendment. 

Let  me  say  at  the  outset  that  the 
distinguished  chairman  and  vice  chair- 
man. Mr.  DuRENBERGER  and  Mr.  Leahy, 
have  worked  very  hard  to  produce  a 


bill  which  contains  significant  reforms 
of  the  intelligence  process.  However, 
the  intelligence  process  is  an  extreme- 
ly important  component  of  our  foreign 
policy  decisions.  In  my  work  as  rank- 
ing majority  member  of  the  Foreign 
Relatloas  Committee,  I  have  frequent- 
ly ruB  taiiD  »tuations  which  suggested 
«n  Hmdequacy  in  the  intelligence  anal- 
yses our  policymakers  have  been  get- 
ting. 

I  have  had  a  number  of  discussions 
with  the  distinguished  chairman  of 
the  select  committee  about  these  prob- 
lems, and  I  have  been  gratified  by  his 
response  to  my  suggestions.  I  have 
worked  with  him.  Senator  Leahy,  and 
other  distinguished  members  of  the 
select  committee  to  produce  some 
points  to  supplement  the  diligent  work 
of  the  committee.  This  is  in  no  way  in- 
tended as  a  criticism  of  the  work  of 
the  select  committee,  but  merely  to 
present  an  added  perspective  from  a 
foreign  policy  point  of  view. 

My  first  amendment  amends  the 
classified  report  of  the  select  commit- 
tee to  provide  some  additional  direc- 
tions to  the  intelligence  community  on 
a  number  of  topics,  particularly  with 
regard  to  intelligence  about  the  Soviet 
Union.  I  will  only  single  out  for  com- 
ment here  a  requirement  for  intensi- 
fied competitive  analysis.  That  may-  be 
a  vague  term  to  many  because  of  the 
classified  nature  of  the  intelligence  ap- 
paratus, but  let  me  say  for  the  record 
that  it  is  enormously  important. 

□  1500 

Mr.  President,  competitive  analysis 
has  been  demonstrated  by  the  1975  A 
team-B  team  exercise  to  be  beneficial 
to  better  intelligence  of  our  national 
security.  Contending  points  of  view 
and  varying  schools  of  analysis  and  in- 
terpretation are  inevitable  in  the  art 
form— I  suppose  one  would  call  it- 
called  intelligence.  The  classified  sup- 
plement goes  into  more  detail,  but  I 
have  been  assured  by  the  distin- 
guished chairman  that  the  following 
list  of  intelligence  problems  will  be 
studied  under  appropriate  competitive 
analysis  procedures: 

1.  Soviet  geopolitical  and  strategic  inten- 
tions, including  the  functions  of  the  Soviet 
Five  Year  Defense  Plan  and  the  long  range 
Fifteen  Year  Plan: 

2.  Soviet  investigation  of  the  feasibility  of 
detecting  submerged  submarines  through 
the  analysis  of  data  on  the  surface  of  the 
ocean; 

3.  The  role  of  surprise  and  deception  as 
principles  of  Soviet  military  doctrine; 

4.  Soviet  perceptions  of  American  mili- 
tary, political,  economic,  and  psychological 
vulnerabilities; 

5.  The  accuracy  of  Soviet  missiles; 

6.  The  existence  of  hidden  Soviet  missiles 
for  reload,  refire,  and  covert  soft  launch,  in 
strategic  reserves; 

7.  The  reasons  for  the  continuing  underes- 
timation by  CIA  of  Soviet  strategic  forces, 
in  light  of  the  recent  statement  in  the 
White  House  Report  to  Congress  on  SALT 
II  of  June  16.  1986.  that:    'On  the  basis  of 


the  history  of  U.S.  Intelligence  underesti- 
mation, it  is  unlikely  that  the  numbers  of 
Soviet  strategic  missiles,  bombers,  apd  war- 
heads five  years  from  now  will  be  identical 
(or  necessarily  even  close)  to  these  [NIEl 
force  projections"; 

8.  The  role  of  Soviet  Bloc  intelligence 
services  in  the  international  drug  trade; 

9.  Better  methodologies  for  estiiMiUng 
Soviet  defense  spending; 

10.  The  effects  of  Soviet  negotiating  and 
operational  deception  in  arms  control; 

11.  Better  methods  for  processing,  debrief- 
ing, retaining,  and  resettling  defectors  and 
emigres: 

12.  Means  of  overcoming,  deterring,  and 
hardening  against  Soviet  data  denial 
through  Soviet  radio-electronic  warfare; 

13.  The  role  of  disinformation  and  forger- 
ies in  Soviet  foreign  policy;  and  the  extent 
of  Soviet  Active  Measures,  disinformation 
and  forgeries  inside  the  United  States; 

14.  Countermeasures  to  deter  Soviet  jam- 
ming of  U.S.  National  Technical  Means  of 
reconnaissance; 

15.  The  extent  of  the  Soviet  lead  over  the 
U.S.  in  deploying  a  nationwide,  land-based 
ABM  defense,  and  in  developing  a  space- 
based  ABM  defense,  including  identification 
of  U.S.  intelligence  gaps  on  the  Soviet  SDI 
program; 

16.  Soviet  civil  defense  capabilities; 

17.  Soviet  knowledge  of  U.S.  National 
Technical  Means  of  intelligence  collection, 
and  deceptive  actions  which  the  USSR 
might  have  taken  on  the  basis  of  that 
knowledge: 

18.  The  possibility  of  Soviet  Bloc  sabotage 
being  among  the  human  errors  causing  the 
Space  Shuttle  Challenger  and  other  recent 
U.S.  strategic  space  mission  explosions; 

19.  The  Soviet  Biological  and  Chemical 
Warfare  threat,  and  potential  U.S.  counter- 
measures; 

20.  Implications  for  U.S.  national  security 
of  Soviet  military  supremacy; 

21.  Better  means  for  protecting  U.S.  Intel- 
ligence Sources  and  Methods  and  classified 
information,  including  reforming  the  classi- 
fication system,  so  as  to  prevent  such  cases 
as  the  unlawful  publication  of  details  of  the 

"Chalet"  project  by  The  New  York  Times  in 
June.  1979: 

22.  Better  methodologies  for  estimating 
yields  of  Soviet  underground  nuclear  weap- 
ons tests,  which  utilize  all  the  evidence 
available; 

23.  Possible  limitations  in  U.S.  area  search 
and  spot  search  reconnaissance  capability, 
and  the  possibility  of  a  U.S.  search  and  spot 
National  Technical  Means  of  intelligence 
collection  crisis  due  to  the  long-term  stand- 
down  in  the  U.S.  Space  Shuttle  and  other 
strategic  space  launch  programs; 

24.  The  possibility  that  the  CIA  and  the 
State  Department  have  been  penetrated  by 
the  KGB  at  various  levels; 

25.  The  contents  of  the  1962  Kennedy- 
Khrushchev  Agreement  prohibiting  Soviet 
offensive  wea|}ons  in  Cuba,  and  the  evidence 
supporting  the  charges  of  President 
Reagan,  the  DCI,  the  Chairman  of  the  JCS, 
and  the  Under  Secretary  of  Defense  for 
Policy  that  Soviet  Mig-27  fighter-bombers. 
TU-95  Bear  bombers,  strategic  submarines, 
and  the  Soviet  Combat  Brigade  in  Cuba  vio- 
late the  Kennedy-Khrushchev  Agreement; 

26.  The  ability  of  U.S.  National  Technical 
Means  of  intelligence  collection  to  monitor 
Soviet  compliance  with  the  1967  Outer 
Space  Treaty  prohibiting  nuclear  weapons 
in  space,  and  with  an  Anti-Satellite  Treaty; 

27.  The  history  of  Soviet  violations  of  the 
Biological  and  Chemical  Weapons  Conven- 
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tions, and  whether  the  CIA  blocked  the  cre- 
ation of  an  Interagency  Group  to  study 
these  violations  when  first  detected  in  1976 
and  1977; 

28.  The  military  implications  of  Soviet 
SALT  and  other  arms  control  violations, 
and  the  reasons  why  the  CIA  resisted  evi- 
dence and  analysis  showing  Soviet  SALT 
violations  for  12  years; 

29.  Complete  analysis  of  the  Popov.  Pen- 
kovsky,  Golitsyn,  Nosenko.  and  Pacepa 
cases,  including  their  contribution  to  Intelli- 
gence Community  analyses  and  Counter-in- 
telligence; 

30.  Long-term  Soviet  violations  of  the  1947 
Rio  Treaty,  through  their  massive  arms 
shipments  to  Cuba  and  to  Nicaragua; 

31.  Allegations  of  drug  trafficking,  money 
laundering,  arms  trafficking,  human  rights 
violations,  political  assassination,  and  intel- 
ligence exchange  and  collaboration  with 
Castro  and  Ortega  by  military  leaders  of 
Panama; 

32.  Reasons  for  reported  CIA  long  term 
underestimation  of  Soviet  submarine  capa- 
bilities. 

Mr.  President,  this  amendment,  as  I 
indicated  earlier,  has  been  worked  out 
through  the  cooperation  of  a  number 
of  people,  including  the  distinguished 
chairman  of  the  committee  and  vice 
chairman  and  their  very  capable  and 
competent  staff. 
I  urge  adoption  of  the  amendment. 
The  PRESIDING  OFFICER  (Mr. 
Danforth).  The  Senator  from  Minne- 
sota. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, as  my  colleague  has  indicated  we 
have  put  some  effort  in  the  last  week 
or  so  against  the  concerns  of  the  Sena- 
tor from  North  Carolina. 

Let  me  begin  my  brief  comments  in 
reaction  to  his  amendment  by  indicat- 
ing that  I  appreciate  his  comments  on 
the  intelligence  bill  itself.  Like  him 
the  members  of  the  Select  Committee 
on  Intelligence  are  dedicated  to  im- 
proving the  quality  of  intelligence 
available  to  the  U.S.  Government. 

I  have  consulted  with  the  members 
of  the  Intelligence  Committee  and  can 
say  that  the  committee  has  no  objec- 
tion to  inclusion  in  its  classified  report 
on  the  bill  the  material  of  interest  to 
the  Senator  from  North  Carolina. 

The  amendment  which  the  Senator 
has  offered  to  the  bill  reflects  certain 
changes  in  the  nature  of  a  supple- 
ment, which  would  be  incorporated 
into  the  committee's  classified  report 
on  intelligence  programs.  Material  in 
the  supplement  relates  to  the  subjects 
listed  in  the  amendment  and  it  is 
available  to  be  read  by  any  Member  of 
the  Senate  who  so  wishes. 

Mr.  President,  in  view  of  the  agree- 
ment of  the  committee  for  the  inclu- 
sion of  supplementary  material  in  its 
classified  report,  members  of  the  com- 
mittee will  not  object  to  a  motion  by 
the  Senator  from  North  Carolina  that 
his  amendment  be  adopted.  However, 
prior  to  proceeding  with  that  motion.  I 
would  like  to  engage  in  two  colloquys 
with  the  Senator  on  the  subjects  of 
CIA  analysts  and  on  the  subject  of 
counter  intelligence. 


After  hearing  of  the  Senator's  con- 
cerns in  these  areas  it  appeared  for  a 
variety  of  reasons  more  desirable  to 
discuss  them  here  than  to  include 
them  in  the  classified  report  on  the 
bill. 

With  respect  to  the  issue  of  how  CIA 
analysts  use  their  time  on  basic  re- 
search as  proposed  by  the  Senator  or 
on  current  reporting  and  policy  sup- 
port tasks  such  as  briefing,  I  felt  that 
a  discussion  on  the  floor  would  be  suf- 
ficient to  alert  the  Director  of  Central 
Intelligence  to  the  Senate's  interest  on 
this  issue. 

I  think  we  have  agreed  on  a  collo- 
quy. If  the  Senator  wants  to  proceed 
he  certainly  may  do  so. 

Mr.  HELMS.  Very  well. 

Mr.  President.  I  thank  the  distin- 
guished chairman.  I  do  have  some 
questions  which  I  wish  to  direct  to  the 
distinguished  chairman  concerning 
the  kind  of  responsibilities  that  the 
CIA  analyst  must  assume  today. 

D  1510 

As  the  distinguished  occupant  of  the 
chair  knows,  a  lot  of  us  have  been  con- 
cerned for  a  great  while  about  wheth- 
er the  CIA  analysts  have  the  opportu- 
nity to  carry  out  the  mission  they 
were  hired  to  do,  and  that  is  to  con- 
duct basic  analysis.  According  to  some 
reports  I  have  received,  CIA  analysts 
are  increasingly  required  to  attend 
interagency  meetings  and  coordination 
sessions,  all  of  which  cuts  into  the 
basic  intelligence  research  and  analy- 
sis the  Agency  is  able  to  accumulate. 
My  concern  is  that,  without  a  base  of 
research,  the  people  we  expect  to  be 
our  experts  on  the  Soviet  Union  and 
the  rest  of  the  world  will  lack  the  op- 
portunity to  develop  the  knowledge  we 
expect  of  them. 

So.  with  that  preface,  I  would  ask 
my  good  friend  from  Minnesota.  Sena- 
tor DURENBERGER.  are  these  reports 
true,  and  what  is  the  burden  of  irrele- 
vant administrative  duties  that  is 
being  imposed  on  CIA  analysts? 

Mr.  DURENBERGER.  I  fully  appre- 
ciate my  colleague's  concerns.  This  is 
one  reason  why  the  select  conmiittee 
has  initiated  an  indepth  study  of  per- 
sonnel policies  within  the  Intelligence 
Community.  One  of  the  subjects  that 
the  committee  study  is  currently  ad- 
dressing is  how  our  most  valuable  re- 
source—people—is being  used  within 
the  Directorate  of  Intelligence  and 
other  analytic  units  in  the  Intelligence 
Community. 

Mr.  HELMS.  Then,  am  I  correct  in 
understanding  that  the  select  commit- 
tee's study  will  investigate  whether 
CIA  analysts  are  being  drawn  away 
from  doing  basic  research? 

Mr.  DURENBERGER.  That  is  cor- 
rect. 

Mr.  HELMS.  I  thank  the  Senator. 
And  when  will  this  committee  study  be 
completed,  if  I  may  ask  the  chairman? 
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Mr.  DURENBERGER.  Our  current 
expectation  is  that  the  study  will  be 
completed  and  available  for  implemen- 
tation in  January  1987. 

Mr.  HELMS.  That  is  fine.  I  appreci- 
ate the  distinguished  chairman's  re- 
sponse and  I  appreciate  his  diligence 
in  this  connection,  and  that  of  Senator 
Leahy,  as  well.  I  will  be  looking  for- 
ward to  the  results  because,  Mr.  Presi- 
dent, this  issue  is  so  critical  to  our  in- 
telligence capability  and.  of  course,  to 
the  security  of  this  country. 

COUNTERINTELLIGENCE  COLLOQUY 

Mr.  HELMS.  Mr.  President,  counter- 
intelligence is  at  the  heart  of  the  deep 
concern  that  many  Americans  have 
about  the  intelligence  community  and 
its  potential  weaknesses.  The  espio- 
nage cases  of  the  past  2  years  do  not 
tell  the  whole  story,  but  they  make 
clear  that  our  Government  has  some 
very  serious  problems. 

Counterintelligence  issues  cannot  be 
confined  to  closed  hearings  and  secret 
deliberations.  Foreign  agents  and  spies 
are  prosecuted  in  public.  Strategic 
monitoring  capabilities  are  acknowl- 
edged by  the  Government,  and  Soviet 
concealment  practices  are  described  in 
the  administration's  unclassified  state- 
ments on  Soviet  noncompliance  with 
arms  control  agreements.  The  compro- 
mise of  our  intelligence  collection  ca- 
pabilities by  a  Howard,  a  Pelton,  or  a 
Chin  cannot  be  kept  quiet,  because  es- 
pionage is  too  serious  to  be  immune 
from  the  criminal  law  or  congressional 
and  public  concern. 

The  implications  of  these  and  other, 
earlier  hostile  intelligence  successes 
can  be  enormous.  The  Navy  says  the 
Walker- Whitworth  ring  was  a  military 
disaster.  Fortunately,  we  were  not  en- 
gaged in  battle  with  the  Soviet  Navy, 
for  we  might  well  have  lost  any  battle 
due  to  the  Soviets  reading  our  coded 
messages;  that's  what  we  did  to  Japan 
in  World  War  II.  There  are  immediate 
dangers  when  the  compromise  of  intel- 
ligence secrets  gives  our  adversaries 
the  ability  to  neutralize  or  deceive 
some  of  our  sensitive  intelligence  sys- 
tems or  operations. 

Concerned  Americans  have  to  be 
deeply  troubled  by  the  propsect  that 
the  Government  may  not  be  facing  up 
to  the  full  implications  of  Soviet  intel- 
ligence operations.  Is  anybody  doing 
an  overall  assessment  of  the  damage 
from  all  the  recent  espionage  cases? 
How  can  we  learn  and  apply  the  les- 
sons, if  nobody  looks  at  what  went 
wrong,  why  it  happened,  and  what  the 
consequences  have  been? 

Another  question  is  raised  by  the 
latest  case  involving  a  Soviet  employee 
at  the  United  Nations  Secretariat.  Has 
there  been  a  comprehensive  effort  to 
examine  the  ways  the  Soviet  KGB  ex- 
ploits its  access  through  the  U.N.  Sec- 
retariat and  the  Soviet  U.N.  missions 
for  intelligence  purposes?  We  have 
stood  idly  by  for  too  long  while  the  So- 
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viets  overwhelm  our  counterintelli- 
gence by  the  sheer  numbers  of  people 
they  have  at  the  United  Nations. 

When  are  we  going  to  get  serious 
about  the  role  of  disinformation,  for- 
geries, and  other  "active  measures"  in 
Soviet  foreign  policy?  The  KGB  is 
using  these  covert  political  action  op- 
erations all  over  the  world,  and  the 
United  States  itself  is  not  off  limits. 

Are  we  building  a  cadre  of  trained 
and  experienced  counterintelligence 
specialists  in  the  intelligence  commu- 
nity who  can  handle  all  the  dimen- 
sions of  hostile  intelligence  oper- 
ations? Or  is  counterintelligence  still 
the  forgotten  discipline,  a  dead-end 
job  that  can  not  attract  talented  intel- 
ligence professionals? 

Does  the  intelligence  community 
have  the  capability  to  detect  and  ana- 
lyze hostile  measures  to  deceive,  ma- 
nipulate, or  limit  our  technical  and 
human  intelligence  collection?  Do  we 
have  an  organized  effort  to  protect  the 
security  of  our  own  intelligence  sys- 
tems and  operations?  These  are  issues 
that  strike  at  the  core  of  the  credibil- 
ity of  our  national  intelligence  prod- 
ucts. 

Is  there  any  plan  to  improve  person- 
nel security  in  the  State  Department 
and  the  intelligence  community? 
There  is  altogether  too  much  reliance 
on  foreign  national  employees  at  sensi- 
tive U.S.  missions  abroad,  and  we  must 
wonder  whether  the  CIA  has  learned 
any  lessons  from  the  Koecher,  Scran- 
age,  Howard  and  Chin  cases. 

Finally,  the  interrelationships 
among  these  issues  show  the  inad- 
equacy of  the  Governments  definition 
of  "counterintelligence"  in  Executive 
Order  12333.  That  order  says  that 
counterintelligence  means  "informa- 
tion gathered  and  activities  conducted 
to  protect  against  espionage,  other  in- 
telligence activities,  sabotage,  or  assas- 
sinations conducted  for  or  on  behalf  of 
foreign  powers,  organizations  or  per- 
sons, or  international  terrorism,  but 
not  including  personnel,  physical,  doc- 
ument, or  communications  security 
programs." 

The  limitations  of  this  provision 
should  be  obvious  when  it  is  compared 
with  the  terms  used  in  a  definition 
from  1958  that  spoke  of  "destroying 
the  effectiveness  of  inimical  foreign 
intelligence  activities"  and  that  relat- 
ed counterintelligence  directly  to  ac- 
tivities undertaken  to  protect  the  secu- 
rity of  the  Nation  and  its  personnel, 
information,  and  installations  against 
espionage,  sabotage,  and  subversion. 
The  1958  definition  may  be  outdated 
in  some  respects,  for  it  leaves  out  the 
problem  of  deception  of  our  intelli- 
gence systems  and  it  uses  the  vague 
term  "subversion"  instead  of  active 
measures  and  disinformation.  But  we 
need  an  approach  to  counterintelli- 
gence that  stresses  offensive  tactics 
and  that  is  broad  enough  to  link  the 
findings    about    hostile    intelligence 


threats  with  the  design  of  security 
measures. 

Can  the  Intelligence  Committee  pro- 
vide answers  to  these  questions,  so 
that  the  Senate  and  the  American 
people  can  have  some  assurances  that 
critical  counterintelligence  issues  are 
being  addressed  more  effectively  than 
they  have  been  in  the  recent  past? 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, the  Intelligence  Committee  has 
been  concerned  about  all  of  these 
counterintelligence  matters  for  a 
number  of  years.  In  the  last  Congress, 
for  example,  the  committee  used  the 
classified  report  accompanying  the  In- 
telligence Authorization  Act  to  require 
action  on  several  counterintelligence 
initiatives.  They  were  summarized  as 
follows  in  a  public  report  to  the 
Senate  on  the  Committee's  activities 
in  1983-84  (S.  Rept.  98-665): 

Counterintelligence 

For  several  years,  the  Committee  has  em- 
phasized the  need  to  improve  the  U.S.  coun- 
terintelligence capabilities  by.  among  other 
things,  re-establishment  of  a  career  counter- 
intelligence service  within  the  CIA  and  or- 
ganizational and  policy  changes  to  promote 
multidisciplinary  counterintelligence  analy- 
sis. In  the  Intelligence  Authorization  Act 
Report  for  FY  1985.  the  Congress  directed 
that  specific  steps  be  taken  to  achieve  lhe.se 
objectives. 

Counterintelligence  (CI)  requires  critical 
appraisals  of  the  operational  .security  and 
vulnerability  of  intelligence  collection  from 
human  sources  and  by  technical  mean.s. 
This  means  testing  the  conclusions  and  as- 
sumptions of  intelligence  personnel  engaged 
in  collection  and  in  the  analysis  of  intelli- 
gence data.  For  that  rea.son.  the  job  of  CI 
specialist  in  agencies  such  as  the  CIA  has 
not  always  been  popular  or  career-enhanc- 
ing. If  it  is  to  be  done  conscientiously,  as  the 
Committee  desires,  it  must  be  done  by 
people  whose  careers  may  progress  in  the 
ranks  of  CI  specialists,  and  do  not  depend 
on  the  favor  of  the  collectors  whose  work 
they  scrutinize.  Although  CI  should  not  be 
a  force  unto  it.self  and  the  DCI  must  always 
judge  between  contrasting  views,  it  is  impor- 
tant 10  foster  and  protect  the  expression  of 
independent  views  by  establishing  a  career 
CI  service  within  the  CIA. 

Additionally,  in  agencies  that  collect  intel- 
ligence by  technical  means,  there  is  a  need 
to  apply  CI  discipline  and  provide  for  the 
kind  of  operational  security  and  testing  that 
is  traditional  for  human  sources.  The  need 
for  such  operational  security  and  validity- 
testing  is  especially  important  in  such  agen- 
cies, because  of  the  number  of  recent  com- 
promise of  technical  systems  by  espionage 
and  unauthorized  public  disclosure.  Inad- 
equate operational  security  could  affect  the 
Committee's  willingness  to  authorize  funds 
for  such  systems. 

In  the  99th  Congress,  the  committee 
has  stepped  up  its  efforts  on  an  even 
wider  range  of  counterintelligence 
issues.  In  addition  to  further  initia- 
tives through  the  Intelligence  Author- 
ization Acts  and  accompanying  re- 
ports, the  committee  has  conducted  a 
comprehensive  review  of  U.S.  counter- 
intelligence and  security  programs.  We 
have  held  16  closed  hearings  and 
scores  of  staff  interviews  and  brief- 


ings, drawing  on  expertise  from  inside 
and  outside  the  Government, 

The  committee  is  preparing  to 
submit,  before  the  end  of  this  session, 
a  report  to  the  Senate  on  the  results 
of  this  review.  This  report  will  respond 
directly  to  the  concerns  raised  by 
Members  of  the  Senate  and  others 
who  wonder  whether  the  U.S.  Govern- 
ment is  doing  all  that  it  can  to  respond 
to  the  hostile  intelligence  challenge. 
We  are  also  dealing  with  significant 
counterintelligence  issues  in  the  Intel- 
ligence Authorization  Act  for  Fiscal 
Year  1987,  which  the  Senate  will  pass 
today,  and  in  the  accompanying  classi- 
fied report.  The  bill  itself  contains  leg- 
islative provisions  to  reduce  and  re- 
strict the  hostile  intelligence  presence, 
including  reduction  of  the  size  of  the 
Soviet  U.N.  missions  and  greater  regu- 
lation of  East  European  Government- 
owned  commercial  entities  operating 
in  the  United  States,  as  well  as  provi- 
sions to  enhance  FBI  counterintelli- 
gence capabilities  through  a  procedure 
for  mandatory  access  to  financial  and 
telecommunications  records. 

We  are  confident,  as  well,  that  the 
committee's  forthcoming  reports  will 
show  significant  progress  by  the  ad- 
ministration in  building  an  effective 
counterintelligence  system.  That  is 
not  to  say  the  report  will  be  rosy.  We 
are  pushing  the  administration  on  sev- 
eral fronts,  particularly  on  the  need 
for  an  improved  security  policy  mecha- 
nism. 

One  of  the  principal  features  of  our 
report  will  be  an  overall  assessment  of 
the  damage  from  recent  cases,  as  part 
of  a  description  and  analysis  of  the 
hostile  intelligence  threat  across  the 
board.  The  committee  has  drawn  on 
its  many  hearings  on  specific  cases,  as 
well  as  on  internal  executive  branch 
assessments  of  the  damage  to  military, 
intelligence,  and  other  national  securi- 
ty interests. 

On  specific  counterintelligence  ques- 
tions, we  believe  the  committee  will 
bring  some  reasonably  good  news.  The 
limited  Executive  order  provision  de- 
fining counterintelligence  does  not 
really  reflect  the  current  situation. 
Thus,  executive  branch  officials  are 
more  attentive  than  ever  to  the  need 
for  security  policy  to  be  based  on  the 
best  counter-intelligence.  The  defini- 
tion in  the  order  has  not  been  a  seri- 
ous barrier  to  improvements,  once 
there  was  a  will  to  take  on  difficult 
problems. 

Perhaps  the  most  important  sign  of 
a  new  approach  is  the  executive 
branch  decision  to  develop  a  national 
counter-intelligence  strategy,  as  we 
proposed  almost  a  year  ago  in  testimo- 
ny before  public  hearings  of  the  Per- 
manent Subcommittee  on  Investiga- 
tions chaired  by  Senator  Roth.  Coun- 
terintelligence has  traditionally  been 
fragmented  by  the  jurisdictional  divi- 
sions among  the  FBI,  the  CIA,  and 
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components  of  the  Defense  Depart- 
ment. The  NSC  is  now  developing  a 
strategic  plan  that  combines  the  capa- 
bilities of  all  the  agencies  to  achieve 
identified  national  objectives. 

One  reason  for  greater  confidence 
that  this  enterprise  will  succeed  is  the 
willingness  of  the  agencies  to  assign 
talented  counterintelligence  personnel 
to  an  augmented  community  counter- 
intelligence and  security  countermeas- 
ures  staff,  which  was  reorganized  and 
upgraded  by  the  DCI  earlier  this  year. 
The  community  staff  is  no  substitute 
for  joint  planning  by  senior  officials  of 
the  agencies  themselves,  but  it  has  a: 
clear  mandate  to  foster  and  promote 
the  strategic  planning  process. 

Recent  counterintelligence  actions 
that  have  surfaced  publicly,  such  as 
the  expulsion  of  the  Soviet  Air  Atta- 
che in  June  and  the  substantial  reduc- 
tion in  the  size  of  the  Soviet  U.N.  mis- 
sions, are  tangible  signs  that  the  cur- 
rent approach  to  counterintelligence  is 
indeed  to  "destroy  the  effectiveness  of 
inimical  foreign  intelligence  activi- 
ties." We  know  that  such  a  strategy 
has  broad  support  in  the  Senate.  It 
also  reflects  the  consistent  and  aggres- 
sive prosecution  policy  adopted  over 
the  past  8  years  by  the  Department  of 
Justice. 

Soviet  exploitation  of  the  United  Na- 
tions has  been  a  high-priority  concern 
of  the  committee.  In  1985,  we  issued  a 
public  report,  prepared  for  the  Com- 
mittee by  the  Intelligence  Community, 
on  Soviet  use  of  the  United  Nations 
Secretariat.  Last  fall.  Senators  Leahy 
and  Cohen  of  the  committee  intro- 
duced S.  1773  to  establish  a  policy  that 
the  size  of  the  Soviet  U.N.  missions 
must  be  substantially  equivalent  to 
the  size  of  the  U.S.  mission.  This  year, 
we  have  included  the  provisions  of  S. 
1773  in  the  Intelligence  Authorization 
Act  that  is  before  us  now,  so  as  to  rein- 
force the  administration's  commit- 
ment to  cut  the  number  of  Soviets  at 
their  U.N.  missions. 

The  committee  is  continuing  to  press 
the  intelligence  community  to  develop 
in  each  agency  a  trained,  experienced 
body  of  counterintelligence  specialists. 
Several  agencies,  including  the  CIA, 
have  made  significant  strides  in  this 
direction  during  the  past  2  years, 
which  will  be  discussed  in  the  commit- 
tee's upcoming  reports.  The  committee 
is  monitoring  their  progress,  and  the 
reports  identify  the  need  for  further 
actions  in  several  areas. 

In  the  wider  field  of  personnel  secu- 
rity for  sensitive  Government  agen- 
cies, the  committee's  reports  will  have 
a  number  of  specific  findings  and  rec- 
ommendations. Without  trying  to 
summarize  a  complex  subject,  it  is  fair 
to  say  an  area  where  the  committee  is 
using  the  Intelligence  Authorization 
Act  to  advance  needed  changes.  The 
committee's  actions  to  improve  person- 
nel security  are  detailed  in  the  classi- 


fied annex  to  the  bill,  which  is  avail- 
able to  any  Member. 

We  have  also  supported  funds  to  im- 
plement plans,  pursuant  to  the  Diplo- 
matic Security  Act,  to  replace  foreign 
national  employees  with  Americans  at 
sensitive  State  Department  posts 
abroad  and  to  put  Americans  in  charge 
of  Embassy  computer  systems.  The 
committee  has  specifically  addressed 
the  situation  in  Moscow,  where  overre- 
liance  on  foreign  national  employees 
presents  definite  security  risks.  Com- 
mittee legislation  proposed  by  Sena- 
tors Leahy  and  Cohen  and  enacted  in 
1985  required  the  Secretary  of  State 
and  the  Attorney  General  to  submit  a 
plan  to  eliminate  the  disparity  be- 
tween the  number  of  Soviet  Embassy 
and  consular  personnel  in  the  United 
States,  320,  and  the  number  of  Ameri- 
can officials  in  the  U.S.S.R.  about  200. 
The  plan  should  result  in  replacing  a 
significant  number  of  foreign  national 
employees  by  Americans  at  our 
Moscow  embassy,  as  well  as  a  reduc- 
tion in  the  official  Soviet  presence  in 
the  United  States. 

The  committee  and  the  administra- 
tion are  focusing  much  more  attention 
on  programs  to  identify,  expose,  and 
counter  Soviet  disinformation,  forger- 
ies, and  other  active  measures.  The 
State  Department's  Bureau  of  Intelli- 
gence and  Research  has  created  a  new- 
office  for  this  purpose.  The  FBI  has 
also  prepared  a  completely  new  and 
updated  version  of  its  1982  classified 
report  on  Soviet  active  measures  in 
the  United  States.  That  report  and 
other  intelligence  reports  on  Soviet  ef- 
forts worldwide  have  been  provided  to 
the  committee  and  were  used  in  pre- 
paring our  reports  to  the  Senate. 

The  counterintelligence  issues  that 
are  most  difficult  to  discuss  in  public 
involve  denial,  concealment,  and  de- 
ception. We  do  not  want  to  reveal  to 
our  adversaries  either  our  strengths  or 
our  weaknesses.  Yet  we  realize  there 
are  inevitable  public  concerns  about 
whether  the  Soviets  may  be  able  to 
affect  U.S.  national  policy  by  deceiv- 
ing our  intelligence  system.  This  prob- 
lem deserves  high  priority  in  every 
part  of  the  intelligence  community,  as 
well  as  leadership  by  the  DCI  who  can 
ensure  that  analysts  have  access  to 
the  data  they  need  to  identify  threats 
and  develop  means  to  counter  them. 
The  committee  and  the  DCI  have 
taken  certain  initiatives  in  this  field, 
and  the  committee  continues  to  moni- 
tor the  effort.  The  classified  commit- 
tee report  to  the  Senate  will  discuss 
this  issue. 

In  general,  we  have  found  over  the 
past  2  years  a  new  attitude  in  the  ex- 
ecutive branch  toward  counterintelli- 
gence. The  administration  and  the  in- 
telligence community  are  coming  to 
grips  with  difficult,  underlying  prob- 
lems that  have  plagued  the  Govern- 
ment for  years.  The  Intelligence  Com- 
mittee has  worked  very  closely  and 


quietly  with  the  executive  branch  to 
raise  these  issues  in  a  manner  that  can 
lead  to  their  resolution  by  policymak- 
ers, rather  than  delay  on  defensive- 
ness. 

The  committee's  attention  to  these 
issues  will  not  end  when  our  reports 
are  issued  next  week.  The  committee 
will  continue  to  seek  the  support  of 
the  Senate  for  its  efforts  to  make  con- 
structive use  of  its  oversight  authority 
in  counterintelligence  and  other  sensi- 
tive areas. 

Mr.  President,  I  have  one  further  set 
of  brief  comments  that  relate  princi- 
pally to  the  process  that  we  are  going 
through  this  afternoon.  I  have  indicat- 
ed already  that  the  Committee  on  In- 
telligence has  agreed  to  accept  the  om- 
nibus amendment  the  Senator  from 
North  Carolina  has  offered  to  the  au- 
thorization bill. 

But,  if  I  might,  I  would  like  to  make 
two  brief  points.  One,  that  it  would 
not  be  accurate  to  say  that,  as  chair- 
man, I  agree  with  the  purpose  of  these 
amendments  or  with  any  reflection 
that  the  acceptance  by  the  committee 
might  imply  on  the  current  perform- 
ance or  management  of  the  intelli- 
gence community. 

I  do  understand,  Mr.  President,  that 
this  process  that  we  are  going  through 
here  this  afternoon  does  allow  the 
Senator  from  North  Carolina  to  raise 
some  issues  that  he  feels  very,  very 
deeply  about.  He  is  not  a  member  of 
the  Intelligence  Committee  and  has 
not  been  a  member  of  that  committee. 
This  is  an  opportunity  for  him,  as  any 
Member  might  have  that  same  oppor- 
tunity, to  raise  those  issues  and  to 
ensure  not  only  himself  but  a  larger 
constituency  that  he  and  we  represent 
that  these  issues  have  been  considered 
by  the  Senate,  are  being  considered  by 
the  Congress  and  are  being  considered 
by  the  executive  branch. 

The  second  point  I  would  make  is 
important  as  it  relates  to  what  you 
might  call  the  health  and  welfare  of 
the  intelligence  oversight  itself.  Be- 
cause, Mr.  President,  when  the  Senate 
created  the  Select  Committee  on  Intel- 
ligence in  1976.  under  the  provisions  of 
Senate  Resolution  400,  it  was  explor- 
ing new  ground.  Up  until  that  time, 
many  people  believed  that  it  was  im- 
possible to  operate  an  effective  intelli- 
gence community  without  giving  away 
the  essential  democratic  right  of  free 
and  open  debate.  Some  people  said  de- 
mocracy had  to  give  way  because  the 
United  States  absolutely  needed  intel- 
ligence. Others  said  the  United  States 
should  not  operate  an  intelligence 
community  at  all  because  the  costs  of 
operating  a  community  in  the  way  it 
needed  to  be  operated,  the  costs  to  de- 
mocracy would  be  too  great. 

The  Senate  at  that  time  said  other- 
wise. In  adopting  Senate  Resolution 
400,  the  Members  of  the  Senate  decid- 
ed  that  they  could  compromise  be- 
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tween  intelligence  and  democratic  rule 
by  selecting  some  of  their  colleagues 
to  represent  the  full  range  of  views 
within  the  Senate  and  by  giving  them 
full  and  open  access  to  the  budget,  the 
operations,  and  the  policies  of  the  in- 
telligence community.  Then,  to  pro- 
tect the  security  of  the  intelligence, 
the  Senate  agreed  to  isolate  legislative 
review  of  the  intelligence  community 
to  just  this  one  committee. 

The  thinking,  Mr.  President,  was 
that  the  Select  Committee  on  Intelli- 
gence would  serve  as  a  buffer. 

The  concerns  that  Members  had  re- 
garding intelligence  were  to  be  fun- 
neled  through  the  committee  so  that 
discussions  of  the  relevant  issues  could 
remain  secure.  In  exchange  for  that 
arrangement,  the  intelligence  commu- 
nity agreed  to  deal  with  the  select 
committee  in  a  completely  frank  and 
open  atmosphere.  Normally,  this  proc- 
ess works  well.  The  community  has 
sometimes  raised  concerns  about  secu- 
rity. The  select  committee  for  its  part 
sometimes  complained  about  not  being 
kept  fully  and  adequately  informed  on 
intelligence  matters. 

But,  on  the  whole,  Mr.  President, 
the  system  works,  and  it  works  well. 

As  I  said  in  my  earlier  statement,  it 
is  kind  of  an  amazing  fact  that  not  $1 
is  spent  on  intelligence  in  the  United 
States  that  has  not  been  reviewed  by 
the  elected  representatives  of  the 
people  of  this  country  in  Congress. 
That  is  an  amazing  fact.  It  is  unique  in 
the  world.  But  it  is  a  fact. 

Unfortunately,  Mr.  President,  the 
system,  to  a  degree,  this  year  may 
have  broken  down,  or  some  people 
may  say  it  has  broken  down.  And  it  is 
not  the  kind  of  course  that  we  would 
necessarily  want  to  follow  year  after 
year  after  year. 

I  think  the  Members  of  the  body  un- 
derstand that  everyone  has  the  right 
to  move  amendments  to  the  intelli- 
gence bill  on  the  floor  of  the  Senate. 
That  right  needs  to  be  exercised  in  as 
responsible  a  fashion  as  possible.  We 
have  just  had  an  example  of  that  out 
here  earlier  this  afternoon. 

Mr.  President.  I  would  suggest  that, 
in  the  accommodation  to  our  colleague 
from  North  Carolina,  we  are  not  nec- 
essarily intending  to  set  up  a  new 
process,  pattern,  or  rule.  It  is  very, 
very  difficult  for  the  15  Members  who 
have  volunteered  for  brief  periods  of 
time  in  their  Senate  career— up  to  8 
years,  but  no  more— to  deal  with  the 
very,  very  difficult  issues  of  the  so- 
called  compromise  between  democracy 
and  good  intelligence. 

So  I  would  hope  that,  in  the  future, 
the  concerns  of  all  of  our  colleagues 
for  the  adequacy  or  the  inadequacy  of 
the  intelligence  collection  analysis  or 
oversight  process  may  be  reflected  in  a 
manner  somewhat  different  from  the 
manner  in  which  it  was  reflected  this 
year. 
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And  yet,  Mr.  President,  I  would  say 
that  without  in  any  way  disparaging 
the  right  of  my  colleague  from  North 
Carolina  to  present  to  his  colleagues 
and  to  present  to  the  larger  constitu- 
ency that  we  all  represent  those  feel- 
ings that  are  deeply  held,  feelings  that 
have  accumulated  over  years  and 
years  of  experience,  with  a  commit- 
ment to  the  security  of  the  country 
that  we  both  hold  so  dear. 

Mr.  President,  I  yield  to  my  col- 
league from  Vermont. 

Mr.  LEAHY.  Mr.  President,  I  will  be 
brief.  I  think  the  distinguished  Sena- 
tor from  Minnesota  has  spelled  out 
very  carefully  and  very  well  the  stric- 
tures we  operate  under  and  the  ex- 
treme difficulty  we  face  in  actually 
running  this  committee.  I  compliment 
him  for  his  work- and  the  amount  of 
time  that  he  has  devoted.  He  knows 
more  than  any  of  the  other  99  Mem- 
bers of  this  body  how  much  time  it 
takes,  how  much  care  it  takes,  and 
why  so  often  we  must  speak  in  eu- 
phemisms if  we  speak  at  all.  We  often 
refrain  from  speaking  rather  than 
saying  anything  at  all. 

I  also  compliment  the  distinguished 
Senator  from  North  Carolina  because 
he  worked  very  hard  with  the  commit- 
tee in  trying  to  find  the  way  to  raise 
issues  of  concern  to  him  in  a  manner 
which  minimizes  floor  discussion. 

The  distinguished  Senator  from 
North  Carolina  is  certainly  not  one 
who  normally  would  shy  away  from 
floor  debate.  But  in  this  case,  he  has 
worked  very,  very  hard  to  minimize 
discussion  on  issues  about  which  he 
feels  strongly. 

As  he  knows,  and  the  distinguished 
Senator  from  Minnesota  and  I  know, 
many  of  these  topics  are  quite  sensi- 
tive. We  do  not  want  to  do  anything  to 
damage  our  intelligence  or  national  se- 
curity in  discussing  them. 

I  will  note  that  the  full  descriptions 
of  the  issues  and  report  language  to  be 
appended  to  the  Intelligence  Commit- 
tee's report  are  available  to  all  Sena- 
tors through  the  select  committee  in  a 
classified  version  under  the  structures 
of  Senate  Resolution  400,  94th  Con- 
gress. 

I  would  also  note  for  all  Senators 
that  the  chairman  and  I  are  willing 
and  ready  at  any  time  to  meet  with 
Senators  from  either  side  of  the  aisle 
if  they  have  specific  questions  on  in- 
telligence matters.  If  we  have  the  an- 
swers we  can  make  them  available 
under  the  rules  of  Senate  Resolution 
400.  If  not  we  can  use  the  Senate  In- 
telligence Committee  to  get  those 
questions  answered  for  individual  Sen- 
ators or  for  committees— whether  it  is 
Foreign  Relations,  of  which  the  distin- 
guished Senator  from  North  Carolina 
is  a  member,  or  Armed  Services  or  Ju- 
diciary. Each  of  these  committees 
from  time  to  time  have  need  for  access 


to  classified  material  in  order  to  carry 
out  their  duties  and  functions. 

Again,  I  would  remind  all  Senators 
that  we  are  available  to  help.  We  nei- 
ther serve  as  advocate  or  adversary, 
but  merely  present  the  facts  as  we 
know  them. 

I  yield  to  the  distinguished  Senator 
from  Minnesota. 

Mr.  HELMS  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  North  Carolina. 

Mr.  HELMS.  I  thank  the  Chair  for 
recognizing  me. 

Let  me  say  to  my  good  friends.  Sena- 
tor DuRENBERGER  and  Senator  Leahy, 
that  I  appreciate  the  spirit  of  coopera- 
tion and  I  think  it  is  a  matter  of  com- 
fort to  people  inside  and  outside  the 
Senate  that  there  is  comity  in  the  un- 
derstanding about  the  agreement 
about  very  important  aspects  of  our 
intelligence  capability  in  this  country. 

I  know  this  exercise  has  been  ardu- 
ous for  you.  It  has  been  detailed.  And 
also  for  the  staff,  in  particular,  Mr. 
McMahon,  Mr.  Finn,  Mr.  Newsome, 
and  Mr.  HoUiday.  They  have  spent  an 
enormous  number  of  hours  going 
through  this  material. 

I  might  add  parenthetically,  it  was 
not  easy  to  prepare  my  statement, 
even,  without  running  the  risk  of  step- 
ping over  the  classified  line  of  demar- 
cation. 

In  any  case,  I  compliment  the  chair- 
man and  vice  chairman  of  the  commit- 
tee and  I  assure  them  it  has  been  a 
pleasure  to  work  with  them  on  this. 

It  is  a  complicated  amendment  and 
it  is  a  very  important  one. 

I  thank  my  friends. 

Mr.  DURENBERGER.  I  thank  our 
colleague  from  North  Carolina  for  his 
comments.  I  think  in  the  remarks  we 
have  made  on  the  subject,  besides  ex- 
pressing the  difficulty  in  dealing  with 
the  line  of  demarcation  that  the  Sena- 
tor from  North  Carolina  referred  to 
between  classification  and  national  se- 
crets and  what  can  be  referred  to  in 
the  open,  the  other  difficulty  is  always 
dealing  as  between  this  branch  and 
the  executive  branch.  I  think  the  Sen- 
ator from  North  Carolina  can  appreci- 
ate to  a  degree  the  difficulty,  perhaps 
the  last-minute  difficulty,  presented  to 
some  people  in  the  executive  branch 
who  have  been  working  very,  very 
closely  with  this  committee  over  many 
years,  particularly  in  the  last  2  years— 
by  the  suggestion  from  the  Senator 
from  North  Carolina  that  a  more  de- 
tailed description  of  the  needs  of  the 
oversight  process  needed  to  be  accom- 
modated. 

I  reflect  in  my  comments  my  appre- 
ciation to  my  colleague  from  North 
Carolina  for  being,  I  think,  significant- 
ly cognizant  of  the  difficulty  that  cer- 
tain members  of  the  executive  branch 
many  have  had  with  his  amendment. 

Mr.  HELMS.  If  the  Senator  will 
yield,  I  thank  him  for  his  kind  com- 
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ments.  In  a  very  delicate  way,  it  might 
have  given  some  slight  heartburn  to 
certain  individuals,  which  is  what  I  in- 
tended, but  they  can  take  a  little  bi- 
carbonate with  water  and  feel  better 
tomorrow  morning. 

The  PRESIDING  OFFICER.  Is 
there  further  debate?  If  not,  the  ques- 
tion is  on  agreeing  to  the  amendment. 

The  amendment  (No.  2896)  was 
agreed  to. 

Mr.  HELMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  move  to  lay  that  motion  on  the 
table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

The  PRESIDING  OFFICER.  The 
Senator  from  North  Carolina. 

AMENDMENT  NO.  2897 

Mr.  HELMS.  Mr.  President,  I  have  a 
second  amendment  at  the  desk  which 
I  momentarily  will  call  up  and  ask  to 
be  stated.  I  am  offering  amendment  on 
behalf  of  myself  and  Senators  F»ell, 
Denton,  Hatch,  Kerry,  Wallop,  Zor- 
iNSKY,  Hawkins.  McClure,  Symms, 
Hecht,  Thurmond,  and  Mattingly. 

Mr.  President,  I  send  the  amend- 
ment to  the  desk  and  ask  for  its  imme- 
diate consideration. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  legislative  clerk  read  as  follows: 

The  Senator  from  North  Carolina  [Mr. 
Helms],  for  himself.  Mr.  Pell,  Mr.  Denton. 
Mr.  Hatch,  Mr.  Kerry.  Mr.  Wallop,  Mr. 
ZORINSKY,  Mrs.  Hawkins.  Mr.  McClure, 
Mr.  Symms.  Mr.  Thurmond.  Mr.  Mattingly, 
and  Mr.  Hecht.  proposes  an  amendment 
numbered  2897. 

On  page  24  of  the  bill,  after  line  4.  add  the 
following  new  section: 

"Section  604.  The  Director  of  Central  In- 
telligence shall  provide  a  report  to  the 
Select  Committee  on  Intelligence  of  the 
Senate  and  the  Permanent  Select  Commit- 
tee on  Intelligence  of  the  House  of  Repre- 
sentatives not  later  than  March  1.  1987. 
whether  and  to  what  extent  the  Defense 
Forces  of  the  Government  of  Panama  have 
violated  the  human  rights  of  the  Panamani- 
an people,  are  involved  in  international  drug 
trafficking,  arms  trafficking,  or  money  laun- 
dering, or  were  involved  in  the  death  of  Dr. 
Hugo  Spadafora." 

D  1530 

Mr.  HELMS.  Mr.  President,  in  the 
past  few  months,  many  Senators  have 
come  to  me  and  expressed  their  deep 
concern  over  the  current  situation  in 
Panama.  There  were  many  events  in 
Panama  in  the  last  year  which 
sparked  this  concern,  beginning  with 
the  brutal  murder  of  former  Vice  Min- 
ister of  Health,  Dr.  Hugo  Spadafora, 
and  the  forced  removal  of  President 
Nicolas  Ardito  Barletta.  This  concern 
was  heightened  with  the  revelations 
about  Gen.  Manuel  Antonio  Noriega 
last  June  in  the  New  York  Times  and 
on  NBC  television.  Furthermore,  in 
the  subcommittee  on  Western  Hemi- 
sphere Affairs.  I  held  three  hearings 


this  year  on  Panama  in  which  both 
witnesses  from  the  administration  and 
the  private  sector  discussed  many  of 
the  problems  facing  Panama  today. 

The  news  accounts  as  may  be  ex- 
pected, generated  a  greater  interest  in 
tracking  down  the  veracity  of  the  al- 
leged activities  of  the  Panamanian  De- 
fense Forces.  Several  hearings  were 
held  in  the  House  of  Representatives, 
and  just  last  week,  Johns  Hopkins  Uni- 
versity held  a  seminar  on  Panama  and 
what  is  going  on  there.  At  that  semi- 
nar, Mr.  Norman  Bailey,  a  former  NSC 
staffer  charged  that  U.S.  dependence 
on  Panama  as  an  intelligence  asset  was 
causing  us  to  mute  criticism  of  Pana- 
ma's drug  trafficking  activities,  and 
the  Spadafora  case. 

This  cannot  be  allowed  to  continue. 
Mr.  President.  Other  recent  allega- 
tions regarding  Panama  have  centered 
on  the  following  issues:  The  decapita- 
tion and  murder  of  Noriega's  harshest 
critic.  Dr.  Spadafora;  the  unanswered 
questions  about  the  plane  crash  of 
Gen.  Omar  Torrijos;  the  role  of  the 
Panamanian  Defense  Forces  in  inter- 
national drug  trafficking,  arms  traf- 
ficking and  money  laundering;  the  role 
of  the  Panama  Defense  Forces  in  elec- 
tion fraud;  the  role  of  the  defense 
forces  in  the  removal  of  President  Bar- 
letta; the  existence  of  gross  corruption 
at  the  highest  levels  of  the  govern- 
ment and  the  defense  forces;  the  role 
of  General  Noriega  as  an  intelligence 
asset  for  Cuba  and  other  countries,  at 
the  same  time  he  was  providing  intelli- 
gence for  the  United  States;  and  the 
role  of  Panama  serving  as  a  refuge  for 
various  terrorist  organizations. 

Mr.  President,  this  amendment 
pending  would  require  that  the  Cen- 
tral Intelligence  Agency  report  to  the 
Intelligence  Committees  of  the  Senate 
and  the  House,  within  6  months, 
whether  and  to  what  extent  the  de- 
fense forces  of  the  Government  of 
Panama  violated  the  human  rights  of 
the  people  of  Panana;  to  what  extent 
they  are  involved  in  international  drug 
trafficking,  arms  trafficking,  or  money 
laundering;  or  whether  they  were  in- 
volved in  the  death  of  Dr.  Hugo  Spa- 
dafora. 

It  is  time  that  the  veneer  was  ripped 
off  and  whatever  the  facts  may  be— 
and  I  think  I  know  what  they  are— let 
them  be  exposed.  That  is  all  this 
amendment  asks.  I  am  asking  it  be- 
cause I  believe  that  it  is  absolutely  es- 
sential that  the  U.S.  Senate  be  able  to 
have  this  information  in  order  to 
assess  United  States  policy  toward 
Panama  with  regard  to  intelligence 
matters.  In  the  New  York  Times  of 
June  12,  1986,  Seymour  Hersh  wrote 
that  senior  U.S.  Government  officials 
stated  that  General  Noriega  had  been 
providing  intelligence  information  si- 
multaneously to  Cuba  and  the  United 
States.  I  believe  that  we  absolutely 
must  ask  ourselves  whether  this  situa- 
tion  constitutes   a   national   security 


threat  to  the  United  States  if  proven 
true.  It  is  with  this  in  mind  that  I 
offer  this  amendment  on  behalf  of  a 
number  of  my  colleagues  and  myself 
as  a  first  step  in  focusing  our  long- 
overdue  attention  on  what  really  is 
going  on  and  has  been  going  on  in 
Panama.  Let  us  review  a  little  bit,  then 
I  shall  conclude. 

Mr.  President,  a  little  more  than  1 
year  ago,  Panama  was  shocked  by  the 
brutal  murder  of  Dr.  Hugo  Spadafora, 
at  one  time  the  Vice  Minister  of 
Health  for  Panama.  More  recently  he 
had  been  leading  bands  of  freedom- 
fighters  in  the  fight  against  the  Sandi- 
nistas in  Nicaragua. 

In  the  weeks  before  he  was  mur- 
dered. Dr.  Spadafora  had  been  very 
vocal  in  criticism  of  elements  in  the 
Panamanian  military  whom  he  said 
were  allied  to  drug  trafficking,  princi- 
pally Gen.  Antonio  Noriega. 

That  is  pretty  dangerous  stuff  to  do 
and  say  in  a  number  of  countries.  Ap- 
parently Panama  is  one  of  them  be- 
cause on  September  13,  Doctor  Spada- 
dora  was  taken  off  a  public  bus  as  it 
entered  Panama  from  Costa  Rica  by 
two  members  of  the  Panama  defense 
forces,  and  was  never  seen  again  alive. 
The  next  morning  his  decapitated 
body  was  found  across  the  border  in 
Costa  Rica,  and  that  mutilated  body 
showed  clear  signs  of  torture  before 
this  man  was  murdered. 

Dr.  Barletta,  the  President  of 
Panama— incidentally,  he  is  a  graduate 
of  North  Carolina  State  University,  I 
might  say  to  my  friends  who  are  man- 
aging this  bill— Nicky  Barletta  was 
moved  by  the  public  outcry  to  call  for 
the  appointment  of  a  commission  to 
invesigate  the  death.  And  what  do  you 
reckon  happened,  Mr.  President,  when 
Barletta  called  for  a  public  investiga- 
tion? This  was  the  President.  Presi- 
dent Barletta,  known  personally  by 
many  of  us  in  this  Chamber. 

Before  the  commission  could  even  be 
appointed,  he  went  to  New  York  for 
the  meeting  of  the  UN  General  Assem- 
bly. He  returned  to  Panama  on  Sep- 
tember 26,  and  was  ousted  under  pres- 
sure from  the  military  elements  sus- 
pected of  the  murder. 

That  was  the  President  of  Panama, 
and  he  was  ousted  after  he  had  said, 
"I  want  a  public  investigation  and  I 
am  going  to  appoint  a  commission." 
That  is  the  kind  of  thing,  Mr.  Presi- 
dent, that  this  Senator  believes  should 
be  investigated,  and  I  believe  the  U.S. 
Senate  is  well  within  its  rights  to  make 
such  a  requirement  of  our  intelligence 
capability. 

Let  me  make  it  clear,  Mr.  President, 
that  I  am  not  a  partisan  of  Dr.  Bar- 
letta. I  know  him  and  I  like  him  per- 
sonally. I  am  not  a  partisan  of  the  late 
Dr.  Spadafora  or  General  Noriega. 
And  I  have  grave  doubts,  as  a  matter 
of  fact,  that  Dr.  Barletta's  election 
was  a  free  and  fair  election.  I  would 
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hardly  be  considered  an  advocate  of 
Dr.  Spadafora's  Social  Democrat  poli- 
tics; not  do  1  hold  any  brief  for  Gener- 
al Noriega,  whose  longstanding  ties 
with  Cuba  are  well-known. 

Nevertheless,  the  Panamanian  Gov- 
ernment is  widely  perceived  as  depend- 
ent on  United  States  aid.  We  appear  to 
be  responsible  for  the  activities  of  the 
Panamanian  military,  as  though  we 
somehow  approved  the  murder  of  Dr. 
Spadafora. 

That  is  why  the  U.S.  Senate  deserves 
to  know  the  truth  about  what  is  hap- 
pening in  Panama,  and  why  we  need 
to  call  upon  the  CIA  to  direct  its 
assets  toward  a  study  of  Panamanian 
Government  involvement  in  drug  traf- 
ficking, arms  trafficking  and  political 
assassination. 

Mr.  President,  the  historic  partner- 
ship with  Panama  has  always  been 
very  important  to  the  people  of  the 
United  States.  The  friendly  contribu- 
tion of  the  American  people  to  Pana- 
ma's development,  through  the  con- 
struction and  operation  of  the  Panama 
Canal,  still  remains  unmatched  in  any 
other  country  in  the  world.  At  times, 
no  doubt,  the  sheer  size  of  the  United 
States  has  tended  to  overwhelm 
Panama,  and  Panamanians  have  some- 
times chaffed  at  the  relationship,  per- 
haps feeling  they  have  too  much  of  a 
good  thing.  Nevertheless,  for  better  or 
for  worse,  the  United  States  and 
Panama  are  closely  associated  by 
treaty  until  the  end  of  this  century; 
and  I  know  of  no  American  who  is  not 
eager  for  that  close  association  and 
friendship  to  continue  for  the  next 
century. 

And  in  Panama  itself,  we  recognize  a 
basic  reserve  of  good  will  and  deep 
friendship.  Many  Panamanian  families 
have  intermarried  with  ours,  have  sent 
their  sons  and  daughters  to  the  United 
States  for  education,  have  joined  in 
business  ventures  with  Americans  for 
decades  in  the  canal  operations.  Mem- 
bers of  the  Panamanian  Defense 
Forces  have  trained  with  our  military 
personnel,  have  gone  to  our  military 
schools,  have  served  on  multilateral 
institutions  such  as  the  Inter-Ameri- 
can Defense  Board,  and  worked  to  co- 
ordinate the  defense  of  the  canal. 

The  positive  interests  of  the  United 
States  and  of  Panama  are  inextricably 
intertwined  to  the  benefit  of  both 
countries.  We  want  to  do  everything  to 
see  that  those  benefits  continue  for 
everyone. 

Yet  the  news  from  Panama  contin- 
ues to  be  very  disquieting.  When  the 
commitment  to  turn  the  Panama 
Canal  over  to  Panama  was  made  in  the 
1976  treaties,  there  were  many  of  us  in 
this  country  who  felt  that  Panama, 
physically,  was  too  small  a  country  to 
bear  the  burden  of  responsibility  for  a 
strategic  waterway  coveted  by  the 
major  military  and  economic  powers 
of  the  world.  We  lost  that  argument. 
But  there  was  an  implicit  agreement 


in  the  treaties  that  the  United  States 
would  work  to  encourage  stability  and 
development  to  Panama  during  the 
transition  period  so  that  Panama 
would  be  as  strong  as  possible  in  the 
year  2000. 

So  far  Panama  has  not  achieved 
either  political  stability  or  economic 
development.  Despite  the  many  addi- 
tional millions  of  dollars  which  the 
treaties  have  brought  to  Panama,  the 
republic  faces  an  economic  crisis.  Un- 
employment has  reached  catastrophic 
proportions.  And  its  political  structure 
has  almost  ceased  to  operate  effective- 
ly. In  the  last  4  years.  Panama  has  had 
five  Presidents,  three  of  whom  were 
removed  by  pressure  from  elements  in 
the  military.  The  brutal  murder  of  Dr. 
Hugo  Spadafora  has  not  been  solved. 
Panamas  free  press,  with  traditions 
stretching  back  to  the  founding  of  the 
republic,  feels  increasing  pressure  and 
intimidation. 

These  international  events  are  de- 
stablizing  Panamanian  society.  Pana- 
ma's future  internal  security  depends 
upon  opening  up  economic  opportuni- 
ty to  all  levels  of  the  Panamanian 
social  structure.  The  promise  of  free 
enterprise  will  be  an  illusion  unless 
the  campesino,  the  worker,  the  trades- 
man, and  the  small  businessman  have 
the  chance  to  participate  in  economic 
life.  No  economy  can  flourish  when 
motivation  is  destroyed  by  Govern- 
ment regulations,  delays  in  granting 
permits,  redistribution  schemes,  cor- 
ruption, and  special  privileges  for  cro- 
nies and  relatives  of  the  rich  and  pow- 
erful. 

Moreover,  powerful  outside  forces 
threaten  Panama's  freedom,  independ- 
ence, and  democracy.  The  longstand- 
ing relationship  of  some  elements  in 
the  military  with  the  totalitarian 
Communist  government  of  Cuba  is  a 
cause  for  concern.  The  special  privi- 
leges granted  to  the  supranational 
banking  institutions,  which  respect 
the  national  interest  of  no  nation, 
have  distorted  the  Panamanian  econo- 
my and  Panama's  relationship  with 
other  nations.  Finally,  the  growing 
concentration  of  the  North  American 
drug  traffic  in  Panama's  transporta- 
tion facilities  threatens  to  create 
forces  more  powerful  than  any  legiti- 
mate power  in  Panama. 

The  brutality  of  the  murder  of  Dr. 
Spadafora,  an  insistent  critic  of  power- 
ful elements  in  Panama,  is  without 
precedent.  It  has  served  as  a  catalyst 
to  action  for  many,  inside  of  Panama 
and  without,  who  believe  that  it  marks 
the  end  of  Panama's  independence 
and  signifies  the  hidden  takeover  of 
the  country  by  illegitimate  and  anti- 
democratic forces.  That  is  why  my 
amendment  calls  for  a  thorough  CIA 
report  to  the  Intelligence  Committee. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  following  articles  be 
placed  into  the  Congressional 
Record:    June    12,    1986,    New    York 


Times,  'Panama  Strongman  Said  To 
Trade  in  Drugs,  Arms  and  Illicit 
Money,"  be  Seymour  Hersh;  June  13, 
1986,  New  York  Times,  "U.S.  Aides  in 
'72  Weighed  Killing  Officer  Who  Now 
Leads  Panama,"  by  Seymour  Hersh; 
June  16,  1986,  New  York  Times,  "U.S. 
Envoy  Outlining  Policy  for  Panama," 
by  James  LeMoyne;  and  September  20, 
1986,  the  Washington  Post,  "Panama- 
nians Spying  on,  for  U.S.,"  by  Associ- 
ated Press. 

There  being  no  objection,  the  arti- 
cles were  ordered  to  be  printed  in  the 
Record,  as  follows; 

(From  the  New  York  Times,  June  12.  1986] 
Panama  Strongman  Said  To  Trade  in 
Drugs.  Arms,  and  Illicit  Money 
(By  Seymour  M.  Hersh) 
Washington,   June    11.— The   army  com- 
mander   of    Panama,    a    country    vital    to 
United  States  interests  in  Latin  America,  is 
extensively  involved  in  illicit  money  laun- 
dering and  drug  activities  and  has  provided 
a  Latin  American  guerrilla  group  with  arms, 
according  to  evidence  collected  by  American 
intelligence  agencies. 

Senior  State  Department.  White  House, 
Pentagon  and  intelligence  officials  said  the 
evidence  also  showed  that  the  Commander, 
Gen  Manuel  Antonio  Noriega,  who  is  in 
effect  the  leader  of  the  country,  had  been 
tied  to  the  killing  of  a  political  opponent. 
They  also  said  that  for  the  last  15  years,  he 
had  been  providing  intelligence  information 
simultaneously  to  Cuba  and  the  United 
States. 

.In  addition,  they  .said.  General  Noriega  is 
a  secret  investor  in  Panamanian  export 
companies  that  sell  restricted  American 
technology  to  Cuba  and  Eastern  European 
countries. 

ESPIONAGE  investigation  IN  70'S 

In  the  mid-1970's,  according  to  former  of- 
ficials of  the  National  Security  Agency, 
General  Noriega  was  implicated  in  a  secret 
espionage  investigation  involving  the  trans- 
fer of  highly  sensitive  agency  materials  to 
Havana.  These  officials  said  General  Nor- 
iega purchased  the  N.S.A.  documents  from  a 
United  States  Army  sergeant  on  duty  in 
Panama. 

A  White  House  official,  discussing  Gener- 
al Noriega's  role  in  what  he  depicted  as  the 
"Panamanian  connection."  said  curtailing 
the  general's  activities  would  play  an  enor- 
mous role  in  stopping  the  international  traf- 
ficking of  drugs  by  organized  crime. 

The  head  of  the  Panamanian  military, 
called  the  Panama  Defense  Force,  is  widely 
viewed  as  the  politically  dominant  force  in 
the  country. 

General  Noriega  is  on  a  visit  to  the  United 
States  this  week  and  presented  a  Panamani- 
an medal  of  honor  today  at  a  private  cere- 
mony at  the  Inter-American  Defense  Board. 
Requests  to  interview'  the  general  in  Wash- 
ington received  no  response. 

In  Panama  last  weekend.  General  Noriega 
could  not  be  interviewed  to  discuss  the 
Americans'  assertions  despite  three  days  of 
telephone  calls  to  the  army  press  office  and 
attempts  to  reach  him  through  other  senior 
army  officers. 

spokesman  DENIES  ASSERTIONS 

The  general,  said  Capt.  Eduardo  E.  Lim 
Yueng.  the  second  in  command  of  the 
Panama  Defense  Force  press  office,  was 
busy  with  other  important  business.  Two 
days  of  telephone  calls,  including  several 
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written  messaKos  left  with  secretaries. 
brouKlU  no  reply  from  the  presidential 
press  office. 

Captain  Lim  Yueng.  however,  denied  the 
assertions  as  a  spokesman  for  the  ■institu- 
tion of  the  armed  forces  and  for  General 
Noriega."  He  said  General  Noriega  and  the 
military  were  the  victims  of  a  campaign  of 
slander  that  had  no  basis  in  fact. 

"These  are  political  attacks."  he  said. 
"General  Noriega  would  answer  the  same 
way.  This  campaign  is  trying  to  damage  our 
institution." 

A  White  House  official  .said  the  intelli- 
gence information  about  General  Noriega's 
activities  had  been  made  available  to  senior 
officials  of  the  White  House.  But  this  offi- 
cial and  others  said  they  did  not  know 
whether  President  Reagan  was  aware  of  the 
reports. 

A  senior  Reagan  Administration  official 
would  not  discuss  the  assertions  against 
General  Noriega,  who  was  previously  head 
of  military  intelligence  and  became  army 
commander  when  Brig.  Gen.  Omar  Torrijos 
Herrera  was  killed  in  a  helicopter  crash  in 
1981.  The  Administration  official  expressed 
concern  that  the  intelligence  information 
would  damage  relations  with  Panama  if  it 
was  seen  as  reflecting  the  views  of  the 
White  House. 

Officials  in  the  Reagan  Administration 
and  past  Administrations  said  in  interviews 
that  they  had  overlooked  General  Noriega's 
illegal  activities  because  of  his  cooperation 
with  American  intelligence  and  his  willing- 
ness to  permit  the  American  military  exten- 
sive leeway  to  operate  in  Panama. 

They  said,  for  example,  that  General  Nor- 
iega had  been  a  valuable  asset  to  Washing- 
ton in  countering  insurgencies  in  Central 
America  and  was  now  cooperating  with  the 
Central  Intelligence  Agency  in  providing 
sensitive  information  from  Nicaragua. 

feut  many  Reagan  Administration  officials 
made  clear  in  interviews  that  the  extent  of 
General  Noriega's  activities  was  seen  as  a 
potential  national  security  threat  because  of 
the  strategic  importance  of  Panama  and  the 
Panama  Canal.  Under  treaties  negotiated 
with  General  Torrijos  in  the  1970's.  the 
United  States  has  agreed  to  turn  the  canal 
over  to  Panama  in  the  year  2000. 

"It's  precisely  because  we  have  long-term 
strategic  interests  in  Panama,  with  the 
canal,  that  it's  important  to  have  reliable 
people  we  can  deal  with."  a  senior  American 
diplomat  said.  In  addition.  Panama  has 
become  increasingly  important  for  the 
United  States  and  its  monitoring  of  insur- 
gencies in  Central  America. 

GENERAL'S  ACTIVITIES:  'LEGAL  AND  ILLEGAL' 

A  recent  classified  report  by  the  Defense 
Intelligence  Agency  concludes  that  General 
Noriega,  operating  through  a  small  band  of 
top  associates  in  the  military,  maintains 
tight  control  of  drug  and  money-laundering 
activities  by  his  associates  in  the  Panama 
Defense  Force,  according  to  one  American 
official.  The  study  said  the  general  was 
"deeply  involved  in  legal  and  illegal  busi- 
ness." 

"Nothing  moves  in  Panama  without  the 
instructions',  order  and  consent  of  Noriega." 
the  official  said. 

According  to  the  State  Department. 
White  House,  Pentagon  and  intelligence 
sources,  there  has  been  longstanding  evi- 
dence among  intelligence  officials  of  Gener- 
al Noriega's  activities,  including  his  rela- 
tions with  the  Cuban  Government  and  his 
willingness  to  sell  arms  to  the  M-19  rebel 
group  in  Colombia. 


The  goal  of  M-19,  which  is  pro-Cuban,  is 
to  overthrow  the  democratically  elected 
Government.  Over  the  years,  the  guerrilla 
group  has  been  responsible  for  violent  at- 
tacks that  have  led  to  hundreds  of  deaths. 

Of  the  assertion  on  the  M-19  guerrillas. 
Captain  Lim  Yueng,  the  Panamanian  Army 
spokesman,  .said:  "We  have  no  information 
on  M-19.  We  do  all  we  can  to  avoid  Panama 
being  used  as  a  trampoline  for  terrorism." 

The  Captain  also  denied  any  Cuban  intel- 
ligence efforts  in  Panama  or  that  General 
Noriega  was  involved  in  any  shady  activities 
with  Cuba.  He  aLso  denied  any  export  of  em- 
bargoed goods  to  Cuba.  "Cuba  has  an  em- 
bassy here  and  normal  relations  with  us  like 
many  countries."  the  captain  said. 

He  added.  "We've  captured  drugs  here, 
and  are  doing  our  best  to  collaborate  with 
the  United  Stales  to  fight  narcotraffic  in 
Panama." 

'A  CRITICAL  MISJUDGMENT'  IN  KILLING  OF  A 
CRITIC 

What  has  come  to  be  .seen  within  the 
United  States  Government  as  the  Noriega 
problem  was  heightened  by  recent  intelli- 
gence directly  tying  the  general  and  the  top 
leadership  of  the  Panama  Defense  Force  to 
the  slaying  last  September  of  Dr.  Hugo  Spa- 
dafora.  one  of  the  army's  leading  critics. 

In  his  statement.  Captain  Lim  Yueng  said: 
"There  is  absolutely  nothing  in  this  case  in- 
volving the  army.  Spadafora  had  many  en- 
emies. The  institution  of  the  armed  forces 
absolutely  denies  any  tics  to  the  death  of 
Spadafora.  We  criticize  this  crime." 

A  classified  Defense  Intelligence  Agency 
report  on  General  Noriega  described  his  in- 
volvement in  the  killing  as  "a  critical  mis- 
judgment  "  on  his  part.  The  D.I. A.  is  also 
known  to  have  intelligence  demonstrating 
that  General  Noriega  ordered  the  killing, 
according  to  an  official  with  first-hand  in- 
formation. 

Dr.  Spadafora's  decapitated  body  was 
found  stuffed  in  a  United  States  mailbag  in 
Costa  Rica  just  across  the  Panamanian- 
Costa  Rican  border.  The  killing  occurred  a 
few  weeks  before  General  Noriega  ousted 
the  civilian  President.  Nicolas  Ardito  Bar- 
letta.  who  was  about  to  name  an  investigat- 
ing commission. 

Mr.  Barletta  was  replaced  by  Eric  Arturo 
Delvalle.  who  is  viewed  by  American  offi- 
cials as  another  nominal  leader,  with  the 
army  commander  actually  in  control  of  the 
country. 

Some  senior  White  House  officials  have 
privately  been  concerned  about  General 
Noriega's  activities.  Late  last  year  Vice  Adm. 
John  M.  Poindexter.  then  the  newly  ap- 
pointed national  security  adviser,  visited  the 
general  and  privately  told  him  to  "cut  it 
out"'— alluding  to  the  drug  and  money  laun- 
dering activities  and  his  close  relations  with 
Cuba,  according  to  a  Government  official. 

Admiral  Poindexter  was  later  quoted  as 
having  raised  questions  about  an  alternative 
to  the  Panamanian  general. 

The  issue  is  a  chronic  one  for  American 
policy  makers:  how  far  to  over  look  corrup- 
tion and  a  lack  of  democratic  principles  in 
allies  in  order  to  protect  secret  intelligence 
installations. 

Senior  civilian  officials  in  the  Pentagon, 
headed  by  Nestor  D.  Sanchez,  a  former 
C.I. A.  and  White  House  aide  for  Latin 
American  issues  who  is  a  deputy  Assistant 
Secretary  of  Defense  for  Inter-American  Af- 
fairs, are  known  to  be  concerned  that  any 
successor  to  General  Noriega  might  not  be 
willing  to  tolerate  the  American  military  ac- 
tivites  that  now  exist  in  Panama. 


IN  PANAMA.  A  WEB  OF  U.S.  INTELLIGENCE 

Since  the  early  1980's  the  National  Securi- 
ty Agency,  operating  through  its  military 
components  in  the  Army,  the  Navy  and  the 
Air  Force,  has  vastly  increased  its  intelli- 
gence-gathering activitiss  in  Panama.  It  is 
now  capable  of  monitoring  all  of  Central 
America  and  most  of  South  America  from 
its  Panamanian  installations. 

The  Central  Intelligence  Agency  has  also 
used  military  bases  in  Panama,  especially 
Howard  Air  Base  near  Panama  City,  as  a 
jumping-off  point  for  intelligence  gathering 
and  for  agents  sent  to  Nicaragua,  according 
to  intelligence  officials. 

In  interviews.  Reagan  Administration  offi- 
cials emphasized  the  nature  of  the  evidence 
tying  General  Noriega  and  the  top  leader- 
ship of  the  Panama  defense  Force  to 
money-laundering  and  drug  trafficking  ac- 
tivities. 

One  official  who  said  he  had  extensively 
reviewed  the  most  sensitive  intelligence 
available  to  the  American  Government  on 
General  Noriega,  including  reports  from 
agents  and  intercepts,  described  most  of  the 
specifics  as  "having  to  do  with  gun  and  drug 
running." 

He  said  General  Noriega's  name  appeared 
"over  and  over"  in  connection  with  specific 
dates,  places  and  contacts  in  money-laun- 
dering and  drug  activities. 

Much  of  the  information,  the  sources  ac- 
knowledged, has  been  gleaned  from  Nation- 
al Security  Agency  intercepts,  among  the 
most  highly  classified  information  in  the 
Government. 

In  interviews,  intelligence  officials  repeat- 
edly described  General  Noriega  as  brilliant 
in  masking  much  of  his  direct  involvement, 
preferring  to  operate  through  cutouts  or  as 
a  secret  partner  in  Panamanian  trading 
companies  and  banks. 

An  American  official  with  long  experience 
in  Pananamian  affairs  noted  that  the  gener- 
al seemed  to  have  become  more  circumspect 
in  his  pattern  of  activity  in  the  early  1980's. 
moderating  overt  support  for  M-19  and 
direct  financial  involvement  in  drug  activi- 
ties. 

Instead,  the  official  said,  the  general  has 
invested  more  heavily  in  legitimate  business 
ventures  and  become  more  involved  in  what 
were  described  as  safer  and  more  lucrative 
activities— money  laundering,  much  of  it.  ac- 
cording to  American  law  enforcement  agen- 
cies, known  to  be  drug-related.  In  addition, 
the  official  said,  he  has  also  become  in- 
volved in  the  shipping  of  high-technology 
American  goods,  much  of  them  on  restricted 
lists,  from  duty-free  zones  in  Panama  to 
Cuba  and  countries  in  Eastern  Europe. 

COLOMBIAN  REBELS  AND  THE  PANAMANIANS 

According  to  American  intelligence  offi- 
cials there  is  evidence  tying  General  Nor- 
iega to  longstanding  arms  dealing  to  M-19. 
the  Colombian  rebel  group. 

Such  shipments  dwindled  in  the  last  few 
years,  officials  said,  apparently  in  response 
to  pressure  from  the  Reagan  Administra- 
tion, but  have  begun  to  flow  again.  General 
Noriega's  M-19  trafficking  "continues 
today."  said  an  official  with  access  to  the 
most  current  intelligence. 

The  most  specific  details  of  General  Nor- 
iega's involvement  with  M-19  were  provided 
by  C.I.A.  officials.  In  one  instance,  carefully 
monitored  by  the  agency.  General  Noriega 
and  members  of  the  Panama  Defense  Force 
were  found  to  have  armed  a  small  M-19 
band— estimates  range  from  60  to  more  than 
100— before  an  unsuccessful  attack  on  Co- 
lombia's west  coast  in  early  1982. 
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Members  of  the  M-19  group,  which  had 
been  trained  in  Cuba,  were  tracked  by 
American  intelligence  as  they  left  Havana 
and  flew  to  Panama,  according  to  intelli- 
gence officials.  They  said  the  rebels  were 
then  armed  by  members  of  the  Panama  De- 
fense Force  and  shipped  by  a  boat,  which 
had  passed  through  the  canal,  from  Panama 
Bay  to  two  locations  off  the  coast  of  Colom- 
bia. 

The  guerrilla  bands  were  eventually  found 
and  attacked  by  Colombian  officials,  with 
heavy  loss  of  life,  according  to  intelligence 
officials.  Diaries  were  seized  in  which  the  re- 
cruits told  of  their  training  in  Havana  and 
their  stay  in  Panama,  including  an  over- 
night stay  in  a  safehouse  that  was  said  to 
have  been  provided  by  members  of  the 
Panama  Defense  Force. 

Other  American  intelligence  officials  told 
of  viewing  reconnaissajice  film,  believed  to 
have  been  taken  by  a  high-flying  U-2,  de- 
picting M-19  aircraft  off-loading  drugs  at  a 
Panamanian  Air  Defense  Force  airstrip. 
Arms  were  said  to  have  been  loaded  into  the 
craft  for  its  return  to  Colombia. 

Through  his  legal  and  illegal  activities, 
American  officials  said.  General  Noriega  has 
amassed  an  enormous  personal  fortune, 
much  of  which  is  believed  to  be  deposited  in 
European  banks.  He  is  reported  to  own  at 
least  two  homes  in  Panama  City  and  one  in 
southern  France.  As  army  commander,  offi- 
cials said.  General  Noriega  earns  a  salary  of 
$1,200  a  month. 

General  Noriega  is  also  reported  to  have  a 
substantial  interest  in  a  bank  in  the  Colon, 
Panama,  Free  Zone,  which  American  offi- 
cials said  is  heavily  involved  in  laundering 
money  for  the  M-19  as  well  as  for  narcotics 
dealers. 

LAUNDERING  MONEY  AND  SHIPPING  DRUGS 

According  to  a  1985  assessment  of  U.S. 
Narcotics  Control  Programs  Overseas,  '  pub- 
lished by  the  House  Foreign  Affairs  Com- 
mittee. Panama  is  regarded  by  American 
law  enforcement  officials  as  a  drug  and 
chemical  transshipment  point  and  money- 
laundering  center  for  drug  money." 

Panama's  banking  laws  are  among  the 
most  stringent  in  the  world,  permitting 
secret  accounts  by  individuals  and  corpora- 
tions that  are  virtually  free  from  scrutiny 
by  American  law  enforcement  officials.  Ad- 
ditionally, Panama's  corporation  laws  allow 
companies  to  be  organized  with  no  public 
disclosure  of  principals.  As  a  result,  Panama 
has  become  a  world  leader  in  the  depositing 
of  illegal  profits  from  drug  dealing  and 
other  activities. 

Cash  on  deposit  at  a  Panamanian  bank 
can  simply  be  sent  by  wire  to  banks  in  the 
United  States  or  elsewhere,  part  of  the  proc- 
ess known  as  money  laundering,  in  which 
the  ultimate  source  of  the  money  is  dis- 
guised through  a  series  of  transactions. 

A  White  House  official  said  the  most  sig- 
nificant drug-running  in  Panama  was  being 
directed  by  General  Noriega. 

"Doing  away  with  the  Panamanian  con- 
nection—in the  sense  that  General  Noriega 
condoned  and  protects  such  activity— would 
put  one  hell  of  a  dent  in  the  movement  of 
drugs  in  organized  crime."  the  White  House 
official  said.  "That's  the  bottom  line. ' 

In  the  recent  interviews.  Administration 
officials  depicted  General  Noriega's  current 
drug  function  as  that  of  a  "facilitator."  The 
officials  cited  intelligence  reports  showing 
that  he  is  a  secret  investor  in  companies 
controlled  by  a  Panamanian  businessman 
and  is  financially  involved  in  a  series  of 
trading  companies. 


A  former  White  House  aide  depicted  Gen- 
eral Noriega's  role  as  being  to  "facilitate  the 
shipments  and  pay  the  payoffs." 

The  former  aide  added:  "Noriega  doesn't 
carry  the  stuff  around.  They  pay  him  a  per- 
centage for  protection  of  the  traffic." 

General  Noriega's  involvement  in  money 
laundering  was  similarly  described  by  Amer- 
ican intelligence  and  diplomatic  officials  as 
a  behind-the-scenes  role,  with  private 
export  companies  acting  as  his  agent. 

Officials  said  the  United  States  had  intel- 
ligence showing  that  in  the  early  1980's 
General  Noriega  held  a  major  financial  in- 
terest in  an  opium-processing  plant  that  was 
discovered,  according  to  a  House  Foreign  Af- 
fairs Committee  investigation  in  1985,  in  op- 
eration along  the  Panamanian-Colombian 
border. 

The  Congressional  report  noted  that  the 
laboratory  was  apparently  financed  by  Co- 
lombians along  with  a  senior  member  of  the 
Panama  Defense  Force  whom  it  identified 
as  a  Colonel  Melo. 

The  colonel  and  others  were  arrested  by 
the  Panama  Defense  Force,  the  report 
noted,  but  "none  was  prosecuted  due  to 
■lack  of  evidence.'  "  Administration  officials 
said  that  despite  the  officer's  arrest  and  dis- 
missal from  the  military  by  General  Nor- 
iega, he  was  still  living  openly  in  Panama 
City. 

Customs  officials  have  filed  many  crimi- 
nal indictments  in  which  the  role  of  mem- 
bers of  the  Panama  Defense  Force  was 
prominent.  In  one  case,  involving  a  private 
Panamanian  freight  carrier.  Inair  Cargo 
Airlines,  a  Federal  grand  jury  returned  an 
indictment  charging  conspiracy  to  move 
"multimillion-dollar  shipments"  of  cash  to 
Panama. 

According  to  American  officials,  there  is 
evidence  tying  General  Noriega  and  mem- 
bers of  the  Defense  Force  to  a  financial  in- 
volvement in  a  small  airline  charter  compa- 
ny that,  operating  out  of  the  main  airport 
in  Panama  City,  flies  weekly  money-laun- 
dering missions  in  and  out  of  the  United 
States.  The  aircraft  is  met  in  Panama  by  an 
armored  truck. 

NORIEGA  REPORTED  LINKED  TO  A  KILLING 

According  to  American  officials,  the  De- 
fense Intelligence  Agency  has  uncovered 
evidence  linking  General  Noriega  to  the 
slaying  of  Dr.  Spadafora. 

General  Noriega  has  repeated  military  de- 
nials of  involvement  in  the  killing. 

One  White  House  official  who  has  access 
to  the  Government's  intelligence  reports 
said  'there  is  no  doubt "  that  General  Nor- 
iega was  directly  implicated  in  Dr.  Spada- 
fora's  death. 

Another  official  said  the  intelligence 
"takes  it  up  to  him  "—General  Noriega— "as 
the  originator  of  the  idea  and  the  planning 
of  it.'"  There  is  no  evidence,  the  official 
added,  that  General  Noriega  was  directly  in- 
volved in  the  actual  torture  and  slaying  of 
Dr.  Spadafora,  who  was  beheaded. 

General  Noriega  is  known,  according  to 
highly  sensitive  American  intelligence  infor- 
mation, to  have  told  "several  aides  in  prior 
days  that  I  want  that  guy's  head.' "  the  of- 
ficial said.  American  intelligence  officials  in 
Panama  are  known  to  have  reviewed  the 
Panamanian  medical  reports  on  the  slaying 
and  confirmed,  the  official  added,  that  Dr. 
Spadafora  was  tortured  four  to  six  hours 
while  alive. 

Another  American  official,  who  was  in 
Central  America  at  the  time  of  the  slaying, 
similarly  declared  that  the  United  States 
■'knows"- he  emphasized  that  word— "that 
the  Panamanian  Defense  Force  did  him  in; 


these  are  people  who  were  working  under 
Noriega." 

This  official  also  said,  however,  that  "who 
gave  the  order  and  why  it  was  done  in  the 
way  it  was,  we  don't  know."  The  possibility 
cannot  be  ruled  out,  he  added,  that  some  of 
General  Noriega's  associates  may  have 
killed  him  without  an  express  order  in 
hopes  of  currying  favor  with  their  leader. 

A  SUPPLIER  OF  DATA  TO  CUBA  AND  U.S. 

General  Noriega's  ties  to  Cuba  have 
touched  off  a  longstanding  debate  among 
intelligence  agencies. 

The  C.I.A.  has  viewed  General  Noriega  as 
an  invaluable  asset  since  the  1970's  because 
of  his  willingness  to  provide  intelligence  on 
the  Cubans.  He  later  became  a  valuable 
source  of  inside  information  on  the  Sandi- 
nista  revolution  in  Nicaragua  and,  informed 
officials  said,  has  used  the  Panamanian  Em- 
bassy in  Managua  to  collect  intelligence  for 
the  United  States. 

At  the  time,  it  was  also  known  that  Gener- 
al Noriega  was  supplying  intelligence  on  the 
United  States  and  its  activities  in  Panama 
and  elsewhere  to  the  Cubans. 

"The  station  chiefs  loved  him, "  a  former 
American  Ambassador  to  Panama  recalled, 
referring  to  intelligence  agents.  ■■As  far  as 
they  were  concerned,  the  stuff  that  they 
were  getting  was  more  interesting  than 
what  the  Cubans  were  getting  from  Noriega 
on  us." 

Another  American  official  told  of  a  brief- 
ing in  Washington  at  which  he  was  assured 
that  General  Noriega  was  "our  man.^'  After 
the  American  was  posted  to  Panama  City, 
one  of  the  first  National  Security  Agency 
intercepts  that  crossed  his  desk  said  that 
the  D.S.G.I.,  the  Cuban  intelligence  agency, 
had  assured  its  operatives  in  Panama  that 
General  Noriega  was  'their  man. " 

One  former  senior  C.I.A.  official  who 
served  in  Panama  when  General  Noriega 
was  chief  of  intelligence  under  General  Tor- 
rijos  defended  his  agency's  reliance  on  Gen- 
eral Noriega. 

■To  me,  he  was  under  continuous  attack 
by  people  who  kept  saying,  'Look  at  this 
with  Havana.'  But  he  was  G-2, "  or  intelli- 
gence. It  was  General  Noriega's  job,  the 
C.I.A.  official  explained,  to  stay  in  close  con- 
tact with  Havana. 

■As  to  who  had  the  upper  hand— and  this 
was  debated  for  years— the  United  States  or 
Cuba,  I  frankly  think  it  was  the  United 
States  that  came  out  ahead"  because  of 
General  Noriega's  reporting,  he  said. 

A  BREACH  OF  SECURITY:  "SINGING  SERGEANTS' 

The  most  disturbing  breach  of  security  in 
General  Noriega's  relationship  with  Cuba 
involved  his  recruitment  of  an  American 
Army  intelligence  sergeant  in  the  mid- 
1970's.  The  incident  briefly  came  into  public 
view  in  the  fall  of  1977,  in  a  critical  period 
in  the  Carter  Administration's  negotiations 
with  Panama  on  the  future  of  the  canal. 

Among  other  details,  the  sergeant  in- 
formed General  Noriega  of  the  clandestine 
monitoring  of  senior  Panamanian  officials, 
according  to  intelligence  officials.  There 
were  later  allegations  from  American  critics 
of  the  Panama  Canal  treaties  that  the 
United  States  had  eavesdropped  on  Pana- 
manian negotiations,  had  been  caught  in 
the  process  and  was  being  threatened  with 
exposure  unless  last-minute  concessions 
were  made.  The  Senate  Intelligence  Com- 
mittee, after  investigating  the  incident,  con- 
cluded that  there  was  no  evidence  that  the 
Panamanians  had  made  any  blackmail 
threats.  ■ 
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The  incident  became  known  inside  the 
Carter  Administration  as  the  case  of  the 
"singing  sergeants,"  and  the  breach  of  secu- 
rity was  widely  considered  to  be  limited  to 
interceptions  of  personal  conversations, 
some  of  them  highly  embarrassing,  by  Gen- 
eral Torrijos. 

Retired  N.S.A.  officials,  in  recent  inter- 
views, depicted  the  breach  as  far  more  trou- 
blesome and  one  that  directly  involved  Gen- 
eral Noriega.  In  the  officials'  account,  the 
sergeant  began  dealing  with  General  Nor- 
iega. Transcripts  of  intercepts  of  General 
Torrijos  were  turned  over,  in  return  for  cash 
payments,  as  well  as  highly  sensitive  techni- 
cal materials,  including  manuals  that  de- 
scribed how  various  N.S.A.  systems  worked. 
"Quite  detailed  N.S.A.  documents  were 
given  to  Noriega"  and  ended  up  in  Cuba,  a 
former  N.S.A.  official  recalled. 

General  Noriega  enraged  some  American 
officers  in  the  late  1970's,  according  to  an 
intelligence  report,  when  he  purchased  10 
new  American-made  automobiles  while  on  a 
visit  to  Washington  and  then,  upon  his 
return,  turned  over  the  vehicles  to  the 
Cuban  diplomatic  delegation  in  Panama 
City. 

Many  American  officials,  despite  their 
hostility  to  General  Noriega's  involvement 
in  these  activities,  expressed  admiration  for 
his  ability  to  keep  his  various  constituen- 
cies—such as  the  United  States  and  Cuba— 
at  bay.  One  key  to  his  success,  some  officials 
said,  was  his  lack  of  ideology. 

[Prom  the  New  York  Times,  June  13,  1986] 

U.S.  Aides  in  1972  Weighed  Killing 

Officer  Who  Now  Leads  Panama 

(By  Seymour  M.  Hersh) 

Washington,  June  12— Law  enforcement 
officials  in  the  Nixon  Administration  once 
proposed  the  assassination  of  Gen.  Manuel 
Antonio  Noriega,  who  was  then  chief  of  in- 
telligence in  the  Panama  Defense  Force,  as 
a  partial  solution  to  that  nation's  heavy 
drug  trafficking,  according  to  a  Senate  In- 
telligence Committee  report. 

The  recommendation  was  one  of  a  series 
of  options  proposed  in  1972  for  dealing  with 
the  officer,  who  was  then  a  lieutenant  colo- 
nel. The  options  were  presented  to  John  E. 
IngersoU,  then  the  Director  of  the  Bureau 
of  Narcotics  and  Dangerous  Drugs.  Mr.  In- 
gersoU, the  Senate  report  said,  rejected  the 
option,  which  proposed  the  "total  and  corn- 
plete  immobilization  "  of  General  Noriega.  A 
separate  Department  of  Justice  investiga- 
tion also  found  no  evidence  that  any  direct 
action  against  General  Noriega  had  been 
put  in  motion. 

General  Noriega  Is  now  the  army  com- 
mander of  Panama  and  is  widely  viewed  as 
the  politically  dominant  force  in  the  coun- 
try. In  an  article  in  The  New  York  Times 
today,  American  intelligence  agencies  were 
reported  to  have  evidence  that  General  Nor- 
iega is  extensively  involved  in  illicit  money 
laundering  and  drug  activities  and  provided 
a  Latin  American  guerrilla  group  with  arms. 

In  a  telephone  interview  about  the  Nixon- 
era  events,  Mr.  IngersoU  confirmed  that  he 
had  rejected  a  staff  proposal  to  kill  the  Pan- 
amanian. He  recalled  that  his  agency  had 
accumulated  "hard  information"  that  Gen- 
eral Noriega  was  trafficking  in  drugs  and 
had  been  frustrated  in  its  attempts  to  per- 
suade Brig.  Gen.  Omar  Torrijos  Herrera, 
who  was  then  the  military  strongman  of 
Panama,  to  take  sanctions. 

Mr.  IngersoU.  who  is  now  a  security  con- 
sultant, recalled  that  at  the  same  time  the 
Bureau  of  Narcotics  and  Dangerous  Drugs 
was  under  heavy  pressure  for  more  aggres- 


sive action  in  international  narcotics  control 
from  senior  officials  in  the  Nixon  White 
House,  including  John  E.  Ehrlichman,  then 
the  counsel  for  domestic  affairs. 

A  set  of  options 

Mr.  Ehrlichman,  reached  at  his  home  in 
Santa  Fe,  NM,  acknowledged  today  that 
during  the  Nixon  years  there  was  White 
House  pressure  on  Mr.  IngersoU  "to  get 
more  results,"  but  he  said  it  was  nothing 
more  than  that— general  pressure.  Mr.  In- 
gersoU's  most  pressing  concern,  Mr.  Ehrlich- 
man said,  was  Turkey  as  a  source  of  drugs. 

The  pressure  from  the  White  House  and 
the  hard  intelligence  about  the  extent  of 
General  Noriega's  involvement  in  drug  traf- 
ficking led  Mr.  IngersoU's  staff  to  prepare  a 
set  of  options  to  deal  with  the  Panamanian, 
Mr.  IngersoU  said. 

The  Senate  Intelligence  Committee,  in  a 
1978  report,  said  five  options  against  Gener- 
al Noriega,  who  was  described  as  a  "Guardia 
Nacional  official"  rather  than  by  name, 
were  "considered"  by  the  Bureau  of  Narcot- 
ics and  Dangerous  Drugs  in  the  first  months 
of  1972. 

The  report  listed  these  options: 

Linking  the  official  to  a  fictitious  plot 
against  General  Torrijos. 

Leaking  information  on  drug  trafficking 
to  the  press. 

Linking  his  removal  to  negotiations  over 
the  future  status  of  the  Panama  Canal. 

Secretly  encouraging  powerful  groups  in 
Panama  to  raise  the  issue. 

"Total  and  complete  immobilization." 

Senate  committee  investigators  confirmed 
that  the  officer  referred  to  was  General 
Noriega,  and  that  the  option  calling  for  "im- 
mobilization" was  a  euphemism  for  assassi- 
nation. 

PERIOD  OF  TENSIONS 

One  investigator  described  the  evidence 
obtained  by  the  Bureau  of  Narcotics  and 
Dangerous  Drugs  in  early  1972  as  extensive, 
and  said  it  showed  that  the  Panamanian  in- 
telligence officer  "was  more  powerful  than 
anybody  wanted  to  admit  at  the  time." 

The  Senate  report  said  the  options  paper 
was  composed  at  a  period  of  tension  in 
United  Stales-Panamanian  relations  that 
stemmed  from  the  drug  agency's  efforts 
inside  Panama.  Agency  officials  had  arrest- 
ed a  Panamanian  official  inside  the  Canal 
Zone,  which  was  then  under  American  juris- 
diction, creating  a  serious  diplomatic  inci- 
dent. 

According  to  the  Senate  report,  the  State 
Department  and  Panama's  intelligence  serv- 
ice, which  Mr.  Noriega  ran.  then  insisted 
that  investigators  from  the  Bureau  of  Nar- 
cotics and  Dangerous  Drugs  not  enter 
Panama  without  coordinating  their  activi- 
ties with  the  United  States  Ambassador. 

Recalling  the  atmosphere.  Mr.  IngersoU 
said  today  that  there  was  "no  question" 
that  the  extensive,  and  seemingly  protected, 
activities  of  Colonel  Noriega  posed  "a  prob- 
lem." 

APPROACH  TO  TORRIJOS 

"The  only  way  to  deal  with  him  was  to  go 
to  his  leader."  Mr.  IngersoU  said,  adding 
that  he  and  top  aides  in  his  agency  respond- 
ed to  the  options  paper  by  taking  what  he 
called  "hard  information"  about  Mr.  Norie- 
ga's drug  dealings  to  General  Torrijos  at  a 
meeting  in  Panama  City. 

The  confrontation  also  had  been  urged  by 
the  White  House.  Mr.  IngersoU  said.  "They 
would  never  have  instructed  me  to  go  visit 
the  head  of  an  allied  country  without  hard 
information,"  he  added. 


Genera!  Torrijos  responded  to  the  evi- 
dence, Mr.  IngersoU  said,  by  "suggesting 
that  something  might  be  done."  But  no 
steps  were  taken  against  Colonel  Noriega, 
and  Mr.  IngersoU  said  he  concluded  at  the 
time  that  "Torrijos  was  worried  about  him 
even  then"  and  that  "Noriega  was  a  very 
dangerous  man," 

The  1972  options  paper  emerged  during 
the  Senate  Intelligence  Committee's  exten- 
sive investigation  in  the  late  1970's  into 
American  intelligence  activities  inside 
Panama.  At  issue  was  whether  there  were 
any  high-risk  American  activities  that,  if 
disclosed,  would  endanger  or  taint  the  nego- 
tiations then  being  conducted  over  the 
Panama  Canal  treaty. 

4  INSTANCES  OF  PLOTTING  REPORTED 

The  Committee  report  also  noted  that  the 
Department  of  Justice  had  investigated  the 
drug  agency  options  paper  in  1975  and  had 
concluded  that  "no  illegal  activity  resulted." 

A  former  senior  Justice  Department  offi- 
cial, reached  today,  acknowledged  that 
three  lawyers,  all  knowledgeable  in  national 
security  affairs,  had  been  assigned  in  the 
post-Watergate  period  to  investigate  four 
known  instances  of  formal  and  informal  as- 
sassination plotting  by  federal  agencies 
during  the  Nixon  Administration.  The  de- 
partment mquiries,  conducted  in  strict  se- 
crecy, found  "no  evidence"  in  any  of  the 
four  cases  that  any  action  had  resulted  from 
the  plotting. 

It  could  not  be  learned  what  the  other 
three  instances  were,  or  how  the  four  cases 
become  known  to  officials  in  the  Justice  De- 
partment. 

The  former  Justice  Department  official 
said  that  once  confronted  with  written  evi- 
dence of  assassination  plotting,  the  unit 
adopted  the  approach  of  working  '  from  the 
bottom  up"  and  summoning  field  operatives 
and  low-level  officials  for  questioning. 

"There  were  four  instances."  thai  officical 
recalled,  "where  there  was  a  whiff  that 
there  could  have  been  consideration  of  as- 
sassination. "  The  Bureau  of  Narcotics  and 
Dangerous  Drugs  options  paper,  with  its  ref- 
erence to  "immobilization."  was  one  of  the 
four,  he  said. 

"In  the  Noriega  case."  he  added,  "we  ap- 
proached it  to  see  whether  any  steps  were 
ever  taken- and  none  was." 

[Prom  the  New  York  Times.  June  16.  19863 

U.S.  Envoy  Outlining  Policy  for  Panama 

(By  James  LeMoyne) 

Panama,  June  15— The  United  States  Am- 
bassador here  will  deliver  a  formal  defini- 
tion of  American  policy  on  Panama  to  the 
Government  here  on  Monday,  according  to 
an  American  Embassy  spokesman,  after 
charges  in  Washington  that  the  head  of  the 
Panamanian  Army  is  a  drug  dealer,  money 
launderer  and  occasional  spy  for  Cuba. 

The  Ambassador.  Arthur  H.  Davis,  was 
originally  schedule  to  have  delivered  the 
message  last  Friday,  but  asked  for  a  post- 
ponement until  Monday. 

The  formal  expression  of  Administration 
policy  is  seen  as  a  key  element  in  the  grow- 
ing political  crisis  here  set  off  by  the 
charges  made  by  American  officials  against 
the  Panamanian  Army  commander.  Gen. 
Manuel  Antonio  Noriega.  The  charges  were 
the  subject  of  a  New  York  Times  report  last 
Thursday. 

In  the  last  two  days  opposition  leaders 
have  called  for  the  resignation  of  the  army 
high  command  and  a  Government  investiga- 
tion of  the  activities  of  General  Noriega. 
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who  is  seen  as  the  true  holder  of  political 
power  here. 

AN  APPEAL  TO  THE  MILITARY 

The  opposition  Christian  Democratic 
Party  went  a  step  further  Saturday  night, 
choosing  the  politically  risky  course  of  call- 
ing on  "responsible  officers  and  troops"  to 
seek  new  military  leaders. 

The  increasingly  open  confrontation  with 
the  de  facto  military  Government  forms 
part  of  a  prolonged  political  struggle  in 
Panama,  where  the  military  has  imposed  or 
deposed  five  presidents  in  recent  years  and 
is  suspected  of  having  killed  a  leading  oppo- 
sition figure.  Dr.  Hugo  Spadafora,  last  Sep- 
tember. 

"We  are  in  a  period  of  remilitarization  of 
our  society."  Ricardo  Arias  CalderOn.  head 
of  the  Christian  Democratic  Party,  said  in 
an  interview  today.  "The  structure  of  mili- 
tary power  is  more  and  more  naked." 

Mr.  Arias  noted  that  In  recent  months 
there  had  been  unexplained  attacks  on  his 
party's  headquarters  and  on  a  leading  Chris- 
tian Democratic  legislator.  In  addition,  the 
Government  has  shut  down  an  opposition 
radio  station  and  censored  a  leading  opposi- 
tion radio  commentator. 

ELECTION  FRAUD  SUSPECTED 

The  army,  known  as  the  Panama  Defense 
Force,  seized  power  in  1968  but  permitted  a 
limited  return  to  civilian  rule  in  the  last  few 
years.  However,  the  army  is  widely  believed 
to  have  stolen  the  last  election  in  1984.  im- 
posing its  candidate.  Nicolas  Ardito  Bar- 
letta.  who  was  then  summarily  dismissed 
when  he  backed  an  inquiry  into  the  killing 
of  Dr.  Spadafora.  Dr.  Spadafora's  decapitat- 
ed body  was  found  stuffed  in  a  United 
States  mailbag  in  Costa  Rica  just  across  the 
border  with  Panama. 

In  the  months  since  then  the  army  and  its 
political  allies  have  continued  to  control  the 
Government  and  have  angrily  denied  the 
charges  made  by  American  officials  against 
General  Noriega  in  the  last  few  days. 

The  general  himself  has  characterized  the 
accusations  as  part  of  a  campaign  to  keep 
Panama  from  taking  control  of  the  Panama 
Canal  in  the  year  2000.  There  are  rumors 
that  he  is  organizing  a  demonstration  in 
support  of  the  Government  later  this  week. 

The  charges  made  in  Washington  have 
raised  major  questions  about  United  States 
policy  toward  Panama  because  they  appear 
to  have  been  purposely  disclosed  by  several 
American  officials  who  conceded  they  had 
known  of  General  Noriega's  reported  crimi- 
nal activities  for  years  but  tolerated  them 
because  he  was  useful  to  the  United  States. 

ATTEMPT  AT  OUSTER  SEEN 

The  accusations  have  led  to  speculation 
here  that  the  Reagan  Administration  is  now 
seeking  General  Noriega's  ouster  because  he 
is  no  longer  so  useful  to  the  United  States. 

Both  American  and  Panamanian  political 
analysts  say  Pentagon  and  Central  Intelli- 
gence officials  have  long  relied  on  General 
Noriega  for  intelligence  information  and  as 
a  guarantor  of  the  main  United  States  mili- 
tary base  and  intelligence-gathering  center 
in  Latin  America,  situated  along  the 
Panama  Canal. 

But  American  officials,  speaking  in  inter- 
views before  the  latest  charges  against  Gen- 
eral Noriega  were  made  public,  blamed  him 
for  failing  to  bring  the  political  liberaliza- 
tion that  the  Administration  sees  as  neces- 
sary for  the  long-term  stability  of  Panama 
and.  by  extension,  the  security  of  the 
Panama  Canal. 


Even  General  Noriega's  chief  critics  say 
they  remain  cynical  about  American  policy 
concerns  in  Panama. 

Several  Panamanian  politicians  bitterly 
recalled  that  despite  knowing  that  the  last 
presidential  election  was  a  fraud,  the  Ad- 
ministration sent  Secretary  of  State  George 
P.  Shultz  to  the  inauguration  of  Mr.  Bar- 
letta.  At  the  height  of  anti-Government 
protests  in  March,  they  .said,  the  United 
States  held  joint  military  maneuvers  with 
the  Panamanian  Army. 

U.S.  EMBASSY  WON'T  COMMENT 

"The  United  States  chief  interest  here  is 
the  security  of  the  Panama  Canal. "  Mr. 
Arias  said.  "In  all  these  years  they  have 
known  exactly  what  Noriega  was  doing.  But 
now  they  are  against  him  because  they  feel 
he  is  a  source  of  instability  rather  than  sta- 
bility." 

A  spokesman  for  the  United  States  Em- 
bassy refused  to  comment  on  American 
policy  here. 

At  present  the  political  opposition  appears 
too  divided  and  too  weak  to  force  major 
changes.  Opposition  leaders  say  that  instead 
they  hope  a  barracks  coup  will  lead  to  Gen- 
eral Noriega's  removal. 

So  far  General  Noriega  has  treated  his 
critics  with  considerable  restraint.  The  op- 
position La  Prcnsa  newspaper  has  been  al- 
lowed to  print  regular  front  page  stories  on 
the  general's  alleged  criminal  activities  and 
has  repeatedly  demanded  his  resignation. 

Pro-Government  newspapers  have  replied, 
with  no  apparent  sense  of  irony,  by  accusing 
opposition  politicians  and  journalists  of 
being  the  main  drug  dealers  in  Panama, 
where  strict  bank  secrecy  laws  are  widely 
believed  to  have  attracted  billions  of  illicit 
dollars. 

[From  the  Washington  Post,  Sept.  20.  1986] 
Panamanians  Spying  on.  for  United  States 

The  United  Stales  receives  valuable  intel- 
ligence information  about  Cuba  and  Nicara- 
gua from  Panamanian  "double  agents  '  who. 
in  turn,  inform  tho.se  two  countries  about 
U.S.  activities,  a  former  administration  offi- 
cial said  yesterday. 

Norman  Bailey,  formerly  of  the  National 
Security  Council  staff,  .said  he  gives  high 
marks  to  the  Panamanian  agents  because 
the  United  States,  on  the  one  hand,  and 
Cuba  and  Nicaragua,  on  the  other,  both  be- 
lieve they  are  'getting  more  than  they  are 
giving. " 

Bailey  said  Panama's  role  as  an  intelli- 
gence asset  is  a  principal  reason  the  United 
States  has  muted  its  public  criticism  of  that 
country's  alleged  drug-trafficking  activities 
and  continued  military  domination  of  the 
government. 

He  said,  however,  that  the  president's  na- 
tional security  affairs  adviser.  John  M. 
Poindexter,  during  a  private  meeting  last 
December,  "read  the  riot  act"  to  the  head  of 
Panama's  Defense  Forces,  Gen.  Manuel 
Noriega,  about  his  alleged  drug  smuggling. 

Based  on  the  findings  of  "all  U.S.  agencies 
and  departments,"  Bailey  said  Panama  is 
"major  center  of  drug  trafficking." 

Bailey  was  a  panelist  for  a  daylong  semi- 
nar at  the  Johns  Hopkins  School  for  Ad- 
vanced International  Studies.  Panelists  in- 
cluded U.S.  and  Panamanian  government 
officials  and  nongovernment  experts  from 
both  countries. 

Panama  is  headed  by  President  Eric 
Arturo  del  Valle,  who  took  office  last  year 
after  Nicolas  Ardito  Barletta  was  forced  out 
by  the  Defense  Forces. 


D  1540 


Mr.  HELMS.  Mr.  President,  I  ask  for 
the  yeas  and  nays  on  the  amendment. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

Mr.  HELMS.  I  thank  the  Chair. 

I  yield  the  floor. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  will  be  brief.  I  oppose  this 
amendment  of  the  Senator  from 
North  Carolina.  As  the  Chair  already 
knows,  we  have  discussed  a  variety  of 
his  amendments  with  him  and  accom- 
modated in  the  areas  we  felt  we  could 
accommodate.  But  in  this  particular 
area,  I  will  oppose  the  amendment  of 
the  Senator  from  North  Carolina.  It 
would  require  the  Director  of  Central 
Intelligence  to  report  to  the  Intelli- 
gence Committees  on  whether  and  to 
what  extent  the  security  forces  of 
Panama  violate  human  rights  or 
engage  in  international  drug  trafficing 
and  certain  other  undesirable  activi- 
ties. It  sounds  like  American  mother- 
hood, how  to  get  the  "Good  House- 
keeping Seal  of  Approval,"  and  has 
gotten  a  lot  of  cosponsors. 

Mr.  President,  I  would  have  to  note 
also  though  for  my  colleagues  that 
similar  reports  are  required  of  the 
President  of  the  United  States.  Par- 
ticularly is  this  true  on  the  issue  of 
human  rights  compliance.  In  fact,  we 
consistently  require  of  the  President 
of  the  United  States  reports  on  the 
human  rights  compliance  of  countries 
that  receive  security  assistance  from 
the  United  States.  This  amendment 
would  require  an  additional,  presum- 
bly  classified,  report  by  the  Director  of 
Central  Intelligence  to  the  Intelli- 
gence Committees  on  these  subjects, 
but  in  fact  intelligence  information 
should  already  be  fully  considered  in 
the  reports  periodically  filed  by  the 
President  on  human  rights  and  on  nar- 
cotics matters. 

Mr.  President,  I  have  not  asked  the 
other  members  of  the  Intelligence 
Committee  their  views  on  this  amend- 
ment so  I  speak  only  for  myself  in  this 
regard.  I  believe  that  the  Senator's  re- 
quirement would  duplicate  existing  re- 
porting. It  is  unnecessary.  I  would  add 
this  is  also  the  view  of  the  country's 
intelligence  community.  Mr.  President, 
I  think  their  concern  as  well  as  my 
own  for  the  amendment  by  the  Sena- 
tor from  North  Carolina  is  that  by 
making  intelligence  the  focus  of  the 
inquiry,  we  run  the  risk  of  putting  in 
jeopardy  intelligence  sources  and 
methods. 

On  an  ongoing  basis,  inside  the  com- 
mittee, apart  from  explicit  statutory 
authorizations,  both  the  Senate  and 
the  House  committees  do  regularly 
review  human  rights  violations  and 
make  a  variety  of  other  inquiries  as 
appropriate. 
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To  put  that  requirement,  as  the  Sen- 
ator suggests  that  we  do,  in  the  au- 
thorization bill  not  only  duplicates  the 
requirements  that  are  already  laid  on 
the  President  of  the  United  States, 
who  can  do  it  in  a  much  larger  con- 
text, but  also  narrows  it  to  intelligence 
sources  and  methods. 

I  fear  particularly  in  the  Panama  sit- 
uation—and I  want  to  say  I  would  love 
to  read  the  report  when  it  comes  from 
the  President  as  much  as  my  colleague 
from  North  Carolina,  because  I  share 
his  concerns  for  what  is  going  on  in 
that  country.  But  if  it  is  to  be  as  he 
proposes,  an  intelligence  report,  re- 
ported to  the  Intelligence  Committees, 
I  think,  Mr.  President,  we  run  too 
great  a  risk  of  compromising  intelli- 
gence sources  and  methods  particular- 
ly in  a  country  like  Panama.  So  for 
that  reason  I  will  oppose  the  Senator's 
amendment. 

Mr.  LEAHY.  Mr.  President,  on  its 
merits,  I  have  no  objection  to  the 
amendment  or  issues  raised  by  the  dis- 
tinguished Senator  from  North  Caroli- 
na. He  raises  questions  which  are  real- 
istic questions,  valid  ones  for  those  of 
us  who  must  make  decisions  on  mat- 
ters involving  not  only  that  part  of  the 
world  but  others. 

Many  of  the  questions  he  raises  are 
questions  which  occur  to  the  Senator 
from  Vermont  also.  My  concern  about 
the  amendment  is  only  that  a  report 
by  the  Director  of  Central  Intelligence 
on  such  a  sensitive  topic  should  not  be 
the  subject  of  debate  in  open  session 
on  the  Senate  floor.  Legitimate  ques- 
tions, yes,  but  I  would  prefer  request- 
ing answers  to  such  questions  through 
the  aegis  of  the  select  committee,  not 
through  the  aegis  of  an  amendment. 

I  mentioned  this  earlier  this  after- 
noon. I  hope  Senators  will  understand 
the  reasoning  for  the  longstanding 
practice  of  not  going  into  debate  or 
amending  of  the  intelligence  bill  on 
the  floor  of  the  Senate.  It  is  not  that 
we  somehow  see  ourselves  as  a  sacred 
group  which  handles  this  in  closed  ses- 
sion, unwilling  to  be  subject  to  any 
questions.  Not  by  any  means.  The 
committee  is  prepared  to  entertain 
behind  closed  doors,  in  a  secured  hear- 
ing room  the  questions  of  any  Member 
of  this  body  relating  to  intelligence  ac- 
tivities. In  fact,  we  are  ready  to  serve 
the  Senate. 

The  Senator  from  North  Carolina 
has  been  very  careful  here  this  after- 
noon in  couching  his  questions  in  a 
very  precise  way,  and  I  appreciate 
that. 

Even  as  I  speak,  I  am  attempting  to 
distinguish  between  matters  that  have 
been  discussed  openly,  and  those  mat- 
ters discussed  in  a  classified  fashion. 
As  a  result,  if  the  Senator  from  North 
Carolina  and  my  fellow  colleagues  feel 
that  I  am  speaking  in  broad  general- 
ities, indeed  I  am.  The  reason  for  that, 
the  reason  for  such  broad  generalities 
for  myself  or  the  Senator  from  Minne- 


sota is  the  practice  of  avoiding  discus- 
sion of  intelligence  matters  on  the 
floor  of  the  U.S.  Senate  or  anywhere 
else. 

So  I  must  say  that  I  concur  fully 
with  the  remarks  of  the  Senator  from 
Minnesota.  I  think  the  report  required 
by  the  amendment  of  the  Senator 
from  North  Carolina  would  be  duplica- 
tive of  other  executive  branch  reports. 
I  think  if  there  is  other  sensitive  intel- 
ligence input  available,  we  could  make 
it  available  through  the  select  commit- 
tee. 

I  am  very  concerned  about  Panama, 
as  are  all  Members  of  the  Senate.  I  do 
not  doubt  the  concern  felt  by  the  Sen- 
ator from  North  Carolina.  But  I  hope 
the  distinguished  Senator  from  North 
Carolina  will  realize  that  when  as  a 
member  of  this  committee  I  join  with 
the  distinguished  chairman  in  oppos- 
ing his  amendment,  I  am  not  suggest- 
ing that  he  is  not  asking  valid  ques- 
tions. Rather,  I  see  my  role  as  vice 
chairman  of  this  committee  as  one 
which  requires  that  I  oppose  such 
amendments  on  their  form,  rather 
than  their  substance.  As  a  result, 
while  I  would  also  be  most  interested 
in  reading  the  answers  to  the  particu- 
lar questions,  I  must  in  my  role  as  vice 
chairman  oppose  the  amendment. 

□  1550 

Mr.  HELMS.  Mr.  President,  I  must 
preface  what  I  am  about  to  say  with  a 
reiteration  of  what  I  said  earlier  about 
my  respect  and  admiration  and  friend- 
ship for  the  distinguished  chairman 
and  vice  chairman. 

I  don't  want  any  misunderstanding 
on  that  point,  but  let  me  say  that  I  be- 
lieve they  have  offered  convoluted 
logic  as  to  why  they  feel  obliged  to 
oppose  my  amendment:  and  in  doing 
so,  they  have  validated  the  very 
reason  for  the  amendment. 

The  truth  of  the  matter  is  that  this 
amendment  does  not  call  for  open 
debate  on  this  floor  about  whatever 
information  is  discovered  about 
Panama  or  Mr.  Noriega  or  anybody 
else.  But  what  we  are  getting  now 
from  the  intelligence  community  is 
zilch— nothing.  Either  they  don't 
know,  or  they  don't  want  the  Congress 
to  know. 

Furthermore,  Mr.  President,  this 
emphasizes— at  least  in  my  mind,  and  I 
say  this  most  respectfully— the  kind  of 
selective  judgment  we  have  in  this 
Chamber  about  whom  we  are  going  to 
oppose  and  about  whom  we  are  going 
to  make  critical  comments. 

The  point  is  that  Dr.  Spadafora's 
head  was  either  cut  off  or  it  was  not. 
It  was.  That  much  is  documented,  but 
the  rest  we  need  to  know.  I  cannot  tell 
you  how  many  fine,  responsible  lead- 
ers of  Panama  in  the  private  sector 
have  come  to  me  and  said.  "Please, 
Senator,  look  into  what  is  going  on  in 
our  country."  What  is  shocking  is  that 
these    good,    patriotic    Panamanians 


who  are  asking  these  questions  have 
been  attacked  in  the  Goverrunent 
press  down  there  as  disloyal  citizens 
for  raising  fundamental  issues. 

The  testimony  has  been  given  that 
two  members  of  the  defense  forces,  in 
uniform,  went  aboard  that  bus  and 
took  that  man,  Dr.  Spadafora,  off,  and 
that  was  the  last  time  he  was  seen 
alive.  The  next  day,  his  body  was 
found  in  Costa  Rica,  his  head  ripped 
off. 

Are  not  the  Members  of  the  U.S. 
Senate  entitled  to  know  what  our  in- 
telligence capability  finds  out  about 
that? 

How  about  the  drug  trafficking?  Are 
we  going  to  be  namby-pamby  about 
drug  trafficking,  when  Panama  ii  up 
to  its  armpits  in  it? 

Money  laundering:  There  are  so 
many  banks  in  Panama  that  they 
cannot  find  space  for  them  all— and  we 
know  that  a  good  many  are  handling 
drug  money. 

I  do  not  mean  that  we  have  an  open 
session  on  Panama  here,  before  the 
Lord  and  everybody  else,  and  go  into 
detail  about  what  we  have  found, 
when  we  find  it,  and  when  it  is  deliv- 
ered to  us  by  our  intelligence  capabil- 
ity. But  I  do  say  that  Members  of  the 
U.S.  Senate  and  the  House  of  Repre- 
sentatives are  entitled  to  know  what  is 
going  on  down  there,  from  the  views 
of  our  intelligence  people. 

It  is  all  very  well  and  good  for  some- 
body else  to  get  the  information,  but 
we  do  not  get  it.  How  do  we  make  an 
intelligent,  enlightened  decision  about 
Panama— or,  for  that  matter,  any 
other  country? 

I  am  simply  saying,  in  this  amend- 
ment, let  us  have  the  facts.  I  have  no 
notion  whatsoever— as  the  distin- 
guished Senator  from  Minnesota  put 
it— of  'putting  at  risk"  any  of  our  in- 
telligence people.  We  do  not  have  to 
do  that. 

I  hope  that  this  amendment,  which 
is  supported  and  cosponsored  by  a 
number  of  Senators  on  both  sides  of 
the  aisle,  of  both  political  and  philo- 
sophical persuasions,  will  be  adopted.  I 
hope  that  this  roUcall  vote  will 
produce  an  overwhelming  call  by  the 
U.S.  Senate  for  the  truth  about 
Panama,  whatever  it  is. 

Mr.  President,  it  may  be  true,  as  has 
been  stated  here,  that  our  intelligence 
services  are  in  constant  surveillance  of 
the  situation  in  Panama.  Who  knows? 
But  what  we  need,  particualrly.  is  for 
the  CIA  to  sit  down  and  prepare  a  spe- 
cific report  for  the  needs  of  the 
Senate.  It  is  one  thing  to  monitor  a  sit- 
uation continuously,  but  it  is  another 
thing  to  sit  down  and  evaluate  the 
available  information  in  response  to  a 
particular  need  and  a  particular  re- 
quest. If  it  is  necessary  that  it  be  clas- 
sified—fine. But  make  it  available. 

What  we  want  is  a  special  focus  on 
Panama,  and  I  do  not  think  we  can 
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expect  that  without  a  particular  re- 
quest. We  need  to  give  our  colleagues 
an  opportunity  to  go  on  public  record, 
to  demonstrate  the  intense  interest  in 
the  Panama  problem  which  has  been 
manifested  to  me  privately  by  so  many 
people,  including  Senators— especially 
Senators. 

Let  me  reiterate  one  more  time,  and 
then  I  will  conclude:  I  simply  want  the 
intelligence  community  to  realize  how 
important  this  information  is  to  the 
U.S.  Senate. 

I  yield  the  floor. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  do  not  intend  to  be  namby- 
pamby  on  drug  trafficking  or  money 
laundering,  either;  nor  do  any  other 
members  of  the  committee.  But  we  are 
struck  here  this  afternoon,  I  think, 
with  a  sort  of  classic  situation  in 
which  each  of  us,  dealing  with  prob- 
lems as  they  occur  around  the  world, 
would  like  to  have  more  or  as  much  in- 
formation as  we  presume  is  available 
to  somebody,  usually  the  President  or 
the  head  of  the  National  Security 
Council  or  someone  else.  In  one  way  or 
another,  we  have  come  to  the  conclu- 
sion in  such  situations  that  he— that 
is,  the  President— either  does  not  have 
all  the  information  or.  having  all  that 
information,  he  is  not  acting  the  way 
we  might  act  under  a  given  set  of  cir- 
cumstances. 

I  say  that  to  my  colleague  because  I 
have  been  through  that  as  a  Senator 
and  as  a  member  of  this  committee. 

Were  we.  in  effect,  to  license 
through  the  authorization  bill,  535  of 
us,  in  one  way  or  another,  an  attempt 
to  satisfy,  in  a  statutory  vehicle,  using 
the  intelligence  community  and  the 
limited  resources  of  15  Senators  and 
15  House  Members  to  try  to  get  all  the 
detail  that  I  think  we  would  all  like  to 
have  on  a  variety  of  subjects,  we  would 
be  charting  an  impossible  course. 

Obviously,  there  is  some  precedent 
for  the  kind  of  request  the  Senator  is 
making.  There  is  no  precedent  I  know 
of  on  an  authorization  bill.  In  the 
past,  this  committee  has  been  asked  by 
individual  Senators  to  look  at  a  specif- 
ic country. 

For  example,  we  were  asked  to  look 
at  the  possible  connection  between 
United  States  diplomatic  and  intelli- 
gence officials  in  EI  Salvador  and 
human  rights  violations  in  that  coun- 
try. We  responded  to  that  request  by  a 
Senator  with  an  investigation  and 
both  a  classified  and  an  unclassified 
report. 

So  it  is  not  as  though  the  committee 
is  not  willing,  under  a  certain  set  of 
circumstances  and  on  request  from  a 
Senator,  to  undertake  an  effort  that  is 
somewhat  similar  to  the  kind  that  the 
Senator  is  suggesting  here.  My  objec- 
tion is  to  the  specific  nature  of  the  re- 
quest on  this  authorizing  legislation. 

Frankly,  I  fear  that  the  precedent 
that  the  adoption  of  this  amendment 
would  create  would  be  nearly  disas- 


trous in  the  oversight  process,  and  it  is 
for  that  reason  and  no  other  that  I 
object. 
I  yield  to  the  Senator  from  Maine. 

n  1600 

Mr.  COHEN.  Mr.  President,  I  am 
going  to  follow  up  on  what  my  col- 
league was  saying.  It  would  seem  to 
me  that  if  any  Senator,  especially  the 
Senator  from  North  Carolina,  were  to 
make  a  request  to  the  chairman  of  the 
Intelligence  Committee  that  this  is  a 
matter  of  importance  to  him,  which 
any  other  Senator  may  have  a  similar 
request,  we  felt  on  the  committee 
indeed  Panama  certainly  has  been  a 
focus  of  a  great  deal  of  congressional 
attention  in  the  past  and  expect  it  will 
be  in  the  future. 

As  Senator  Durenberger  indicated, 
we  are  all  concerned  about  the  traf- 
ficking in  drugs  in  Panama,  Colombia, 
or  any  other  region  of  the  globe  that 
might  have  an  impact  on  us  and  our 
security. 

It  would  seem  to  me  the  Intelligence 
Committee  would  in  fact  respond  fa- 
vorably by  conducting  or  requesting 
reports  to  be  filed  by  the  intelligence 
community  and  then  presented  to  that 
individual  Member  who  made  the  re- 
quest. 

I  think  as  one  who  still  has  4  years 
to  go  on  the  Intelligence  Committee 
that  I  would  not  want  to  see  such  an 
amendment  pass,  not  because  I  am  op- 
posed to  the  merits— I  support  what 
the  Senator  is  asking  for— but  as  a 
matter  of  policy  encouraging  this  sort 
of  amendatory  process  in  the  authori- 
zation bill  thereby  setting  a  precedent 
for  every  other  Member  who  might  be 
concerned  on  El  Salvador,  on  what  is 
going  on  in  Nicaragua,  or  Pakistan,  Af- 
ghanistan, et  cetera. 

I  think  what  we  would  like  to  do  if 
possible  is  to  avoid  setting  a  precedent 
and  yet  accommodate  the  Senator 
from  North  Carolina  by  agreeing  to 
look  into  the  very  areas  that  he  had 
requested  that  we  mandate  into  law. 

So  if  the  request  were  made  I  am 
sure  it  would  be  met  with  some  favor- 
able consideration. 

Mr.  HELMS.  Mr.  President,  of 
course,  I  know  that  my  friend  from 
Maine  and  my  friend  from  Minnesota 
and  others  on  the  Intelligence  Com- 
mittee will  respond  the  best  they  can. 

But  I  say  again  that  I  have  found  in 
my  work  as  chairman  of  the  Western 
Hemisphere  Subcommittee  that  the 
focus  on  this  matter  is  substantially 
less  than  enlightened. 

Now,  I  must  be  careful  at  this  point 
that  I  do  not  violate  classification  be- 
cause I  sat  in  on  a  classified  hearing 
on  Panama  and  I  was  not  impressed 
with  the  quality  of  the  information 
presented.  I  will  say  to  my  friend  that 
among  the  classified  documents  was  a 
letter  I  had  written  to  the  CIA. 

This  is  a  matter  of  focus.  I  do  not 
know  why  it  would  be  risky  or  harmful 


to  focus  in  on  this  issue  at  the  particu- 
lar request  of  the  Senate,  and  I  think 
we  should. 

Certainly  I  am  not  questioning  the 
good  faith  of  the  Senator  from  Maine. 
I  know  him  and  I  know  how  he  oper- 
ates, and  I  respect  him. 

Mr.  COHEN.  Mr.  President,  will  the 
Senator  yield? 

Mr.  HELMS.  I  yield. 

Mr.  COHEN.  It  is  not  a  matter  of 
not  agreeing  with  the  substance  of 
what  the  Senator  would  like  to  see. 

Mr.  HELMS.  I  understand. 

Mr.  COHEN.  It  is  not  a  question  of 
whether  we  think  it  should  be  classi- 
fied or  unclassified.  To  the  extent  it 
could  be  unclassified  certainly  we 
would  like  to  have  a  complete  discus- 
sion before  the  body.  The  real  ques- 
tion is  do  we  want  to  start  setting  a 
precedent  for  individual  requests  being 
written  into  law  for  those  areas  being 
deemed  critical  by  individual  Sena- 
tors? 

We  think  that  is  a  bad  policy  where 
we  could  in  fact  accommodate  it  on  an 
agreement  basis  if  any  Senator  would 
make  a  request  saying  this  is  a  serious 
subject  matter,  and  indeed  it  is,  would 
you  as  chairman  of  the  Intelligence 
Committee  ask  for  a  hearmg,  insist 
upon  members  of  the  intelligence  com- 
munity communitywise  to  come  in 
with  a  full  and  complete  report  that 
would  then  be  available  for  review  and 
discussion  by  that  Senator  requesting 
it  or  the  Senate  floor  if  it  were  not 
dealing  with  classified  matter.  That 
would  seem  to  me  to  be  a  better  policy 
to  be  following. 

Mr.  HELMS.  I  thank  the  Senator. 
•  Mr.  KENNEDY.  Mr.  President,  I 
support  this  amendment  because  I  am 
concerned  about  the  serious  allega- 
tions of  human  rights  abuses  by  Gen- 
eral Noriega  in  Panama.  These  allega- 
tions are  not  frivolous.  It  is  not  only 
the  charge  that  the  Presidential  elec- 
tions were  rigged.  It  is  not  only  the  ac- 
cusation that  General  Noriega  was 
personally  responsible  for  the  murder 
and  mutilation  of  Hugo  Spadoforo.  It 
is  not  only  the  allegations  of  drug 
smuggling  and  gunrunning. 

It  is  also  the  fact  that  critics  of  Gen- 
eral Noriega  are  routinely  rounded  up 
and  put  in  jail,  that  opposition  leaders 
in  Panama  are  harassed,  threatened 
and  intimidated,  and  that  editors, 
labor  leaders,  academic  figures,  and 
business  people  are  forced  to  live  in  a 
constant  atmosphere  of  corruption 
and  intimidation. 

The  United  States  Government 
knows  more  than  it  is  willing  to  tell  us 
about  what  is  happening  in  Panama. 
Congress— and  the  American  people- 
have  a  right  to  know  the  truth  about 
these  allegations.  In  supporting  this 
amendment,  we  are  in  no  sense  at- 
tempting to  refight  the  battle  over  the 
Panama  Canal  Treaty  in  the  1970's. 
Concern   about   human   rights   viola- 
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tions  in  Panama  in  the  1980's  is  broad- 
based  in  Congress  and  the  Nation,  and 
it  is  time  we  learned  more  about  the 
current  situation.  I  urge  the  Senate  to 
adopt  this  amendment.* 

Mr.  HELMS.  I  am  ready  to  vote.  Mr. 
President. 

The  PRESIDING  OFFICER  (Mr. 
Evans).  Is  there  further  debate? 

The  question  is  on  agreeing  to  the 
amendment  of  the  Senator  from 
North  Carolina. 

On  this  question  the  yeas  and  nays 
have  been  ordered  and  the  clerk  will 
call  the  roll. 

The  bill  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn],  is  nec- 
essarily absent. 

The  PRESIDING  OFFICER.  Are 
there  any  other  Senators  in  the  Cham- 
ber desiring  to  vote? 

The  result  was  announced— yeas  53, 
nays  46,  as  follows: 

[Rollcall  No.  289  Leg.] 
YEAS-53 


AMnor 

Hatch 

Packwood 

Andrews 

Hatfield 

Pell 

Armstrong 

Hawkins  (Mrs.) 

Pressler 

Bingaman 

Hecht 

Pryor 

Eroyhill 

Heflin 

Quayle 

Burdick 

Heinz 

Roth 

Cochran 

Helms 

Rudman 

Cranston 

Kassebaum 

Sasser 

DAmalo 

(Mrs.) 

Simpson 

Danforth 

Kasten 

Specter 

DeConcini 

Kennedy 

Stevens 

Denton 

Kerry 

Symms 

Dixon 

Lax  alt 

Thurmond 

Dole 

Mattingly 

Trible 

Ford 

McClure 

Wallop 

Gorton 

McConnell 

Warner 

Gramm 

Murkowski 

Wilson 

Grassley 

Nickles 
NAYS-46 

Zorinsky 

Baucus 

Exon 

Matsunaga 

Bentsen 

Glenn 

Melcher 

Biden 

Goldwater 

Metzenbaum 

Boren 

Gore 

Mitchell 

Boschwitz 

Harkin 

Moynihan 

Bradley 

Hart 

Nunn 

Bumpers 

HoUings 

Proxmire 

Byrd 

Humphrey 

Riegle 

Chafee 

Inouye 

Rockefeller 

Chiles 

Johnston 

Sarbanes 

Cohen 

Lautenberg 

Simon 

Dodd 

Leahy 

Stafford 

Domenici 

Levin 

Stennis 

Durenberger 

Long 

Weicker 

Eagleton 

Lugar 

Evans 

Mathias 

NOT  VOTING- 

-1 

Garn 

So  the  amendment  (No.  2897)  was 
agreed  to. 

D  1620 

Mr.  HELMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
amendment  was  agreed  to. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  move  to  lay  that  motion  on  the 
table. 

The  motion  to  lay  on  the  table  is 
agreed  to. 

COMMEMORATING  THE  AWARD  OF  THE  CENTRAL 
INTELLIGENCE  AGENCY  SEAL  MEDALLION  TO 
SENATOR  DANIEL  PATRICK  MOYNIHAN 

Mr.  GOLDWATER.  Mr.  President,  a 
couple  of  weeks  ago  one  of  our  distin- 


guished colleagues.  Senator  Daniel 
Patrick  Moynihan,  was  honored  by 
the  Central  Intelligence  Agency  for 
his  many  contributions  to  the  CIA  and 
the  intelligence  process  while  serving 
as  a  member  of  the  Senate  Intelli- 
gence Committee.  As  a  member  and 
then  chairman  of  that  committee,  I 
can  testify  that  Pat  Moynihan  richly 
deserves  this  honor.  Not  only  did  he 
bring  his  wit  and  eloquence,  with 
which  we  are  all  familiar,  to  the  com- 
mittee hearings,  but  his  strong  in- 
stinct for  the  subject  matter  along 
with  his  keen  intellect  brought  an 
added  dimension  to  our  debates. 
Throughout  his  service  on  the  com- 
mittee. Senator  Moynihan  adhered  to 
a  personal  code  that  put  the  best  in- 
terests of  the  United  States  above  all 
else.  Time  and  again,  he  kept  us  fo- 
cused on  the  main  issue  rather  than 
allowing  us  to  get  bogged  down  in 
fruitless  side  trips. 

One  of  the  best  things  about  this 
service  on  the  committee  was  the  in- 
termediary role  which  he  took  upon 
himself.  Realizing  that  it  was  awfully 
easy  for  some  of  his  colleagues  to  criti- 
cize the  secret  operations  of  our  intel- 
ligence agencies,  Senator  Moynihan 
became  a  behind-the-scenes  tutor  to 
some  of  his  fellow  Senators.  During 
my  term  as  chairman,  Pat  served  as 
vice  chairman  and  I  can  say  honestly 
that  he  proved  to  be  an  invaluable  as- 
sistant in  managing  the  committee  in 
our  oversight  duties.  More  than  that, 
he  became  a  friend,  and  I  guess  there 
just  isn't  any  higher  compliment. 

Mr.  President,  I  ask  unaimous  con- 
sent that  my  remarks  as  well  as  the  ci- 
tation accompanying  the  award  be 
printed  at  this  point  in  my  remarks. 

There  being  no  objection,  it  was  or- 
dered to  be  printed  in  the  Record,  as 
follows: 

Central  Intelligence  Agency  Citation 

DANIEL  p.  moynihan  IS  HEREBY  AWARDED  THE 

agency  seal  medallion 
In  recognition  of  his  outstanding  accom- 
plishments as  a  Member  of  the  Senate 
Select  Committee  on  Intelligence  from  Feb- 
ruary 1977  to  January  1985.  He  was  a  leader 
in  establishing  the  oversight  of  intelligence 
which  was  and  is  today  in  the  finest  spirit  of 
bipartisan  government.  Consistently  adher- 
ing to  the  highest  standards  of  personal  and 
professional  integrity  in  furtherance  of  the 
national  security  interests  of  the  United 
States,  Senator  Moynihan  clearly  demon- 
strated that  effective  oversight  of  intelli- 
gence can  be  realized  in  a  democratic  nation 
without  risk  to  the  intelligence  process. 
Serving  with  full  knowledge  that  his 
achievements  would  never  receive  public 
recognition,  he  chose  to  align  himself  with 
the  thousands  of  men  and  women  who  have 
devoted  their  lives  to  support  the  intelli- 
gence needs  of  our  country.  Senator  Moyni- 
han s  extraordinary  contributions  and  ex- 
emplary dedication  while  serving  on  the 
Senate  Select  Committee  on  Intelligence  re- 
flect great  credit  on  himself  and  the  Con- 
gress of  the  United  States. 

The  PRESIDING  OFFICER.  The 
Senator  from  Minnesota. 


Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  am  not  aware  of  any  further 
amendments  to  be  offered.  I  am  pre- 
pared to  ask  for  a  third  reading.  I  will 
ask  for  a  third  reading. 

The  PRESIDING  OFFICER.  If 
there  are  no  further  amendments  to 
be  proposed,  the  question  is  on  the  en- 
grossment and  third  reading  of  the 
bill. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading  and  was  read  the 
third  time. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  ask  unanimous  consent  that 
the  Senate  proceed  to  the  immediate 
consideration  of  H.R.  4759,  the  com- 
panion bill  in  the  House. 

D  1630 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered. 

The  clerk  will  state  the  bill. 

The  assistant  legislative  clerk  read 
as  follows: 

A  bill  (H.R.  4759)  to  authorize  appropria- 
tions for  fiscal  year  1987  for  intelligence  and 
intelligence-related  activities  of  the  United 
States  Government,  the  Intelligence  Com- 
munity Staff,  and  the  Central  Intelligence 
Agency  Retirement  and  Disability  System, 
and  for  other  purposes. 

The  PRESIDING  OFFICER.  With- 
out objection,  the  Senate  will  proceed 
to  the  consideration  of  the  bill. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  move  to  strike  all  text  after  the 
enacting  clause  of  H.R.  4759  and  that 
the  text  of  S.  2477.  as  amended  by  the 
Senate,  be  substituted  therefor. 

The  motion  was  agreed  to. 

The  PRESIDING  OFFICER.  Is 
there  further  debate?  There  being  no 
further  debate,  the  question  is  on  the 
engrossment  of  the  amendment  for  a 
third  reading  and  the  thiSh^gding  of 
the  bill. 

The  amendment  was  ordered  to  be 
engrossed  and  the  bill  to  be  read  the 
third  time. 

The  bill  was  read  the  third  time. 

The  PRESIDING  OFFICER.  The 
bill  having  been  read  the  third  time, 
the  question  is.  Shall  it  pass? 

The  bill  (H.R.  4759)  was  passed. 

Mr.  DURENBERGER.  I  move  to  re- 
consider the  vote  by  which  the  bill 
passed. 

Mr.  LEAHY.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  move  that  consideration  of  S. 
2477  be  indefinitely  postponed. 

The  motion  was  agreed  to. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  move  that  the  Senate  insist 
upon  its  amendment  to  H.R.  4759,  re- 
quest a  conference  with  the  House  on 
the  disagreeing  votes  of  the  two 
Houses  thereon,  and  that  the  Chair  be 
authorized  to  appoint  conferees  on  the 
part  of  the  Senate. 
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The  motion  was  agreed  to  and  the 
Presiding  Officer  appointed  Mr. 
DuRENBKRGER,  Mr.  RoTH,  Mr.  Cohen. 
Mr.  Hatch,  Mr.  Murkowski,  Mr.  Spec- 
ter. Mr.  Hecht.  Mr.  McConnell,  Mr. 
Leahy.  Mr.  Bentsen.  Mr.  Nunn.  Mr. 
Eagleton.  Mr.  Hollings.  Mr.  Boren, 
and  Mr.  Bradley;  and  from  the  Com- 
mittee on  Armed  Services:  Mr.  Warner 
and  Mr.  Hart  for  matters  within  the 
jurisdiction  of  the  Armed  Services 
Committee,  conferees  on  the  part  of 
the  Senate. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent. I  wish  to  use  this  occasion  to  ex- 
press my  personal  appreciation  and 
that  of  the  committee  to  members  of 
the  intelligence  community  in  this 
country— to  the  Director  of  Central 
Intelligence.  Mr.  Casey,  with  whom  we 
have  had  our  periodic  differences,  as 
many  have  over  the  course  of  time, 
but  there  has  never  been  a  question  of 
our  mutual,  bipartisan  agreement  on 
the  need  for  strong,  effective  intelli- 
gence in  this  country.  The  leadership 
of  the  intelligence  community  in  this 
country,  in  DIA.  NSA.  State/ INR. 
FBI.  and  a  variety  of  other  areas,  has 
probably  never  been  stronger  than  it  is 
today.  That  is  a  compliment  to  the  in- 
dividuals involved,  a  compliment  to 
Mr.  Casey,  a  compliment  to  the  Presi- 
dent of  the  United  States,  and  it  is  a 
compliment  to  the  mutual  efforts 
toward  congressional  and  executive 
branch  commitment  to  good  intelli- 
gence in  this  country. 

I  express  my  appreciation  to  what 
we  commonly  call  the  rank  and  file, 
the  tens  of  thousands  of  intelligence 
officers,  men  and  women  throughout 
this  country  and  throughout  the 
world,  many  of  whom  have  participat- 
ed in  deliberations  of  the  Senate  select 
committee  on  its  authorizing  bill 
during  the  course  of  this  year. 

I  express  my  particular  appreciation 
to  the  staff  of  the  committee,  to  the 
leadership  of  the  staff,  Bernie  MacMa- 
hon  and  Eric  Newsom,  to  all  who  made 
a  particular  contribution  this  year  in 
the  area  of  adapting  our  budget  re- 
quirements to  the  new  international 
intelligence  strategy  in  a  way  which 
was  so  persuasive  that  the  golden  ob- 
jectives of  the  community  and  the 
committee  were  almost  totally  satis- 
fied throughout  this  process. 

Mr.  President,  I  had  almost  complet- 
ed my  compliments  and  mentioned  in- 
dividuals and  I  turned  to  my  right  and 
discovered  one  of  the  most  valuable 
members  of  the  staff,  who  happens  to 
be  on  my  Immediate  right.  Dan  Finn 
has  been  on  the  committee  staff  sever- 
al years,  having  earlier  been  on  the 
minority  staff  and  having  been  pro- 
moted, if  you  can  call  it  that,  to  the 
minority  counsel;  then  when  the  com- 
mittee counsel  job  was  vacated  recent- 
ly, he  was  willing  to  take  on  that  job. 

I  think  that  this  indicates  the  spe- 
cial spirit  that  exists  in  what  we  would 
rather    call    the    nonpartisan,    some- 


times, than  the  bipartisan  spirit  of 
this  committee,  particularly  the  spirit 
of  professionalism  on  the  staff,  which 
does  not  really  recognize  the  political 
differences.  Dan  Finn,  as  much  as  any- 
body else,  reflects  that. 

Mr.  LEAHY.  Mr.  President,  I  also 
add  my  compliments  to  Dan  Finn  for 
the  years  he  served  as  minority  coun- 
sel and  for  the  years  he  served  before 
that  in  various  capacities  on  the  Intel- 
ligence Committee. 

Mr.  DURENBERGER.  I  conclude 
with  compliments  to  my  colleague 
from  Vermont  [Mr.  Leahy]  and  to  our 
colleagues  on  the  House  side.  We  have 
had  some  spectacular,  if  you  will,  suc- 
cess in  our  relationship  with  our  coun- 
terparts in  the  House  .select  commit- 
tee, particularly  its  leadership  and  the 
chairman,  Lee  Hamilton,  from  Indi- 
ana, which  has  made  the  staff  work 
and  the  work  of  the  intelligence  com- 
munity, participating  in  the  oversight 
process  as  well  as  the  authorizing  work 
that  we  have  completed  today,  much 
more  successful  than  in  the  past. 

This  is  clearly  a  reflection  of  the 
fact  that  there  is  growth  in  this  new 
process  of  oversight,  that  there  is  a 
maturity  we  are  finally  realizing,  but 
that  it  is  the  individuals  who  are  in- 
volved to  whom  we  all  in  this  country 
owe  a  debt  of  gratitude  for  their  com- 
mitment to  the  role  that  intelligence 
plays  in  the  national  security. 

Mr.  LEAHY.  Mr.  President.  I  join 
with  my  good  friend  from  Minnesota 
in  complimenting  not  only  the  intelli- 
gence community  and  those  who  work 
on  intelligence  matters  in  the  Senate, 
but  the  Senators  who  are  members  of 
the  committee.  They  have  put  in  an 
inordinate  amount  of  time,  invariably 
behind  closed  doors,  usually  having  to 
take  time  from  their  other  and  always 
pressing  duties. 

The  staff,  led  by  Bernie  MacMahon 
and  Eric  Newsome,  have  served  all 
Senators  on  both  sides  of  the  aisle 
very  well. 

I  could  mention  others  here— Keith 
Hall  and  others  on  the  staff  of  the 
committee.  Of  all  the  committees  I 
have  served  on,  I  cannot  think  of  any 
staff  that  works  with  such  a  high 
degree  of  professionalism  as  tirelessly 
or  so  anonymously  as  the  Senate  In- 
telligence Committee  staff.  I  wish  we 
could  bring  them  all  out  and  explain 
the  responsibilities  of  each  one.  But 
even  that  would  violate  security,  for 
much  of  their  work  is  classified  and 
held  in  compartmented  fiishion. 

I  have  always  had,  in  my  12  years  in 
the  Senate,  first  as  a  member  of  the 
Armed  Services  Committee  and  then 
as  a  member  of  the  Appropriations 
Committee,  an  opportunity  to  watch 
the  development  of  our  intelligence 
community.  I  have  seen  this  strong 
leadership  provided  in  the  Senate  to 
strengthening  our  intelligence— Sena- 
tor Goldwater.  Senator  Inouye,  Sena- 
tor Bayh.  and  Senator  Durenberger 


have  all  provided  leadership.  I  would 
like  to  think  that  in  some  ways.  I  too. 
have  helped.  In  all  of  this,  there  has 
only  been  really  one  overriding  con- 
cern, not  only  of  the  select  committee 
but  also  of  those  individuals  we  have 
worked  with  as  directors  of  the  CIA, 
directors  of  the  FBI.  and  others  from 
both  Republican  and  Democratic  ad- 
ministrations: To  have  the  best  intelli- 
gence agencies  in  the  world,  the  best 
ability  to  gather  intelligence  in  the 
world.  I  firmly  believe  that  the  United 
States  today  has  the  best  intelligence 
services  in  the  world. 

I  also  firmly  believe  that  this  admin- 
istration, as  previous  administrations, 
is  committed  to  making  it  the  best, 
and  to  continue  in  proving  our  intelli- 
gence capabilities.  I  am  also  convinced 
that  those  who  lead  the  community 
strive  for  constant  improvement.  In 
that  regard,  they  have  received  strong 
bipartisan  support  from  the  House 
and  from  the  Senate  and  strong  lead- 
ership, Chairman  Lee  Hamilton  and 
the  members  of  the  House  Permanent 
Select  Committee  on  Intelligence. 

Mr.  President,  I  hope  that  the  intel- 
ligence services  of  this  country  realize 
that  the  Senate's  unanimous  vote  of 
support  for  the  intelligence  authoriza- 
tion bill,  after  only  2  or  3  hours  of 
debate,  is  a  reflection  of  the  commit- 
ment of  the  Senate  to  our  intelligence 
services  and  those  who  lead  them. 

Mr.  LEAHY.  Mr.  President,  I  suggest 
the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roll. 


ORDER  OF  PROCEDURE 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  further  pro- 
ceedings under  the  quorum  call  be  re- 
scinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOLE.  Mr.  President,  at  the  ap- 
propriate time,  when  the  distinguished 
minority  leader  is  present  and  we  have 
the  managers  here,  we  will  move  to 
the  consideration  of  Calendar  No.  636. 
the  commodities  futures  trading  bill.  I 
understand  that  can  probably  be  com- 
pleted in  not  more  than  2  hours.  Hope- 
fully following  that,  we  could  take  up 
FIFRA,  though  I  am  not  certain  we 
can  get  that  cleared.  There  is  fairly 
heavy  wrapup:  in  other  words,  a  lot  of 
things  we  can  do  after  we  do  the 
CFTC  bill.  It  is  our  hope  that  tomor- 
row we  will  start  on  drug  enforcement 
legislation. 

I  must  commend  the  staff  members 
on  each  side  who  have  been  working 
for  the  past  several  days  almost 
around  the  clock.  What  they  are  at- 
tempting to  do  before  they  bring  the 
package  to  Senators  on  each  side  is  to 
try  to  reach  some  consensus  on  areas 
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where  we  can  find  agreement. 
Republicans  and  Democrats,  or  even 
differences  among  some  Republicans 
or  some  Democrats.  And  then  where 
we  cannot  find  agreement,  just  agree 
that  we  will  offer  amendments,  say,  on 
the  death  penalty,  or  exclusionary 
rule,  or  the  drug  czar,  or  some  area 
where  we  cannot  find  agreement,  at 
least  we  could  set  out  the  parameters 
of  what  we  might  be  doing  on  the  drug 
bill.  That  could  take  some  time.  They 
are  very  sensitive  issues,  very  contro- 
versial in  some  areas.  That  could  take 
through  Saturday.  Some  time  in  there 
we  need  to  take  up  the  tax  reform  bill. 

I  am  advised  that  there  is  now  con- 
siderable sentiment  in  the  other  body 
that  we  might  be  able  to  depart  here 
on  October  3,  so  that  may  offer  some 
encouragement  even  though  we  have 
been  in  long  hours  and  working  fairly 
hard.  If  that  target  could  be  reached, 
it  would  be  worth  the  effort. 

Mr.  EXON.  Will  the  Senator  yield 
for  a  question? 

Mr.  DOLE.  I  am  happy  to  yield. 

Mr.  EXON.  Will  the  Senator  be  good 
enough  to  tell  us  what  his  plans  are- 
he  outlined  the  upcoming  legislation— 
about  how  late  he  anticipates  we  will 
be  in  tonight  and  will  there  be  any 
windows  in  the  schedule  as  viewed 
presently  by  the  majority  leader? 

Mr.  DOLE.  I  understand  there  has 
been  a  request  for  a  window  on  both 
sides.  I  think  a  number  of  Senators 
have  activities  that  necessitate  their 
absence  for  an  hour,  an  hour  and  a 
half,  maybe  2  hours. 

What  we  would  like  to  do  is  finish 
CFTC  and  see  how  far  we  can  go  on 
FIFRA.  If  we  could  reach  some  agree- 
ment, not  have  a  window,  just  not  slay 
in,  and  go  out  fairly  early. 

Mr.  EXON.  I  thank  the  majority 
leader. 

Mr.  METZENBAUM.  The  Senator 
says  "fairly  early."  Would  he  give 
some  rough  estimate— does  he  mean  6 
o'clock,  6:30,  7? 

Mr.  DOLE.  Somewhere  like  7:30 
maybe. 

Mr.  METZENBAUM.  I  thank  the 
majority  leader. 

D  1650 

Mr.  DOLE.  Mr.  President,  let  me  in- 
dicate to  my  colleagues  what  I  intend 
to  do.  , 

First,  I  ask  unanimous  consent  that 
the  Journal  of  the  proceedings  be  ap- 
proved to  date.  Then  I  will  ask  that  we 
may  adjourn  for  1  minute,  and  then  I 
will  ask  unanimous  consent  that  we 
move  to  the  CFTC  bill. 

The  purpose  of  all  this  is  to  get  vari- 
ous items,  about  five  items,  on  the  cal- 
endar. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  Journal  of  the  proceed- 
ings be  approved  to  date,  that  no  reso- 
lutions come  over  under  the  calendar, 
that  the  call  of  the  calendar  be  dis- 


pensed with,  and  that  the  morning 
hour  be  deemed  to  have  expired. 

Mr.  BYRD.  Mr.  President,  reserving 
the  right  to  object— and  I  will  not 
object— the  distinguished  majority 
leader,  for  the  Record,  is  making  this 
request  in  anticipation  of  consent 
being  given,  and  thereafter  immediate- 
ly moving  to  adjourn  the  Senate. 

Is  that  correct? 

Mr.  DOLE.  That  is  correct. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ADJOURNMENT 

Mr.  DOLE.  Mr.  President.  I  move 
that  the  Senate  adjourn  for  1  minute. 

The  motion  was  agreed  to,  and  at 
4:57  p.m.  on  Wednesday,  September 
24.  1986,  the  Senate  adjourned  until 
4:58  p.m.,  the  same  day. 


AFTER  ADJOURNMENT 

WEDNESDAY.  SEPTEMBER  24.   1986 

The  Senate  met  at  4:58  p.m.,  pursu- 
ant to  adjournment,  and  was  called  to 
order  by  the  Honorable  Daniel  J. 
Evans,  a  Senator  from  the  State  of 
Washington. 


BILLS  READ  THE  SECOND  TIME 

Mr.  BYRD.  Mr.  President,  inasmuch 
as  there  are  five  bills  on  the  calendar 
of  "Bills  and  Joint  Resolutions  Read 
the  First  Time,"  I  ask  the  distin- 
guished majority  leader  if  we  could 
not  just  agree  that  there  would  be  an 
objection  to  each  of  those  five,  and 
proceed  under  rule  XIV,  so  we  will  not 
have  to  take  them  up  singly. 

Mr.  DOLE.  That  is  a  good  sugges- 
tion. I  was  about  to  ask  that. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  five  bills  awaiting  their 
second  reading  be  deemed  to  have 
been  read  a  second  time,  en  bloc,  and 
then  I  would  object  to  their  further 
consideration. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  bills  referred  to  are  as  follows: 

H.R.  5484,  Omnibus  Drug  Enforce- 
ment, Education,  and  Control  Act  of 
1986. 

S.  2825,  waiver  of  certain  Medicaid 
requirements. 

H.R.  449^2,  transfer  of  certain  prop- 
erty in  Iowa. 

H.R.  4838,  relating  to  treatment  of 
airline  employees  in  certain  transac- 
tions. 

S.  2850,  Drug  Enforcement  Act  of 
1986. 

D  1700 

Mr.  DOLE.  Mr.  President,  I  do 
object  to  their  further  consideration. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

The  measures  will  be  placed  on  the 
calendar. 


Mr.  DOLE.  I  thank  the  distin- 
guished minority  leader. 

Mr.  President,  I  suggest  the  absence 
of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded 

The  PRESIDING  OFFICER  (Mr. 
Cohen).  Without  objection,  it  is  so  or- 
dered. 


COMMODITY  FUTURES  TRADING 
ACT 

Mr.  DOLE.  Mr.  President,  I  am  ad- 
vised by  the  distinguished  minority 
leader.  Senator  Byrd,  there  is  no  ob- 
jection to  moving  to  Calendar  636,  S. 
2045.  I  ask  unanimous  consent  that 
the  Senate  now  turn  to  Calendar  636, 
S.  2045,  the  commodity  futures  trad- 
ing bill. 

The  PRESIDING  OFFICER.  The 
bill  will  be  stated  by  title. 

The  legislative  clerk  read  as  follows: 

A  bill  (S.  2045)  to  amend  the  Commodity 
Exchange  Act  to  reauthorize  appropriations 
to  carry  out  such  Act.  and  for  other  pur- 
poses. 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill,  which 
had  been  reported  from  the  Commit- 
tee on  Agriculture,  Nutrition,  and  For- 
estry, with  an  amendment  to  strike 
out  all  after  the  enacting  clause,  and 
insert  the  following: 

ShXWIS  I.  SHOUT  TITLE. 

This  Act  may  be  cited  as  the  "Future^ 
Trading  Act  of  1986". 

TITLE  l—E\FORCEMEST 
Sl-X.  101.  fHAllH  U:\TPHACTU  ES. 

Section  4b  of  the  Commodity  Exchange 
Act  17  U.S.C.  6b)  is  amended— 

ni  by  designating  the  first  and  second  un- 
numbered paragraphs  as  subsections  (al  and 
(b).  respectively: 

(21  in  subsection  (ai  (as  so  designated)— 

(A)  by  striking  out  "on  or  subject  to  the 
rules  of  any  contract  market,"  in  clause  (2): 

(B)  by  redesignating  clauses  (a),  (b).  and 
(c)  as  clauses  (A).  <B),  and  (C),  respectively; 
and 

fC)  by  redesignating  subclauses  (A).  IBI, 
(C),  and  (D)  as  subclauses  (i),  (iil,  (Hi),  and 
(it),  respectively;  and 

(3)  by  adding  at  the  end  thereof  the  follow- 
ing new  subsection: 

"(c)  Nothing  in  this  section  shall  apply  to 
any  activity  that  occurs  on  a  board  of  trade, 
exchange,  or  market,  or  clearinghouse  for 
such  board  of  trade,  exchange,  or  market,  lo- 
cated outside  the  United  States,  or  territo- 
ries or  possessions  of  the  United  States,  in- 
volving any  contract  of  sale  of  any  commod- 
ity for  future  delivery  made,  or  to  be  made, 
on  or  subject  to  the  rules  of  such  board  of 
trade,  exchange,  or  market ". 

.SKC  102.  EXTRATICRRITORI.AL  SERVICE  OF  SiBPOE- 

S.iS. 

Section  6(b)  of  the  Commodity  Exchange 
Act  (7  U.S.C.  IS)  is  amended— 

(1)  in  the  fourth  sentence,  by  striking  out 
"or  any  State"  and  inserting  in  lieu  thereof 
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".  any  State,  or  any  foreign  country  or  juris- 
diction": and 

(2)  by  inserting  after  the  fourth  sentence 
the  following  new  sentence:  "A  subpoena 
issued  under  this  section  may  be  served 
upon  any  person  who  is  not  to  be  found 
within  the  territorial  jurisdiction  of  any 
court  of  the  United  States  in  such  manner 
as  the  Federal  Rules  of  Civil  Procedure  pre- 
scribe for  service  of  process  in  a  foreign 
country. ". 

SEC.  /«.  EX  PAKTE  APPOINTMEST  OF  TEMPORARY 
RECEIVERS. 

The  proviso  of  the  first  sentence  of  section 
6c  of  the  Commodity  Exchange  Act  (7  U.S.C. 
13a-l)  is  amended  by  inserting  within  the 
parenthetical  phrase  before  the  closing  pa- 
renthesis the  following:  ",  and  other  than  an 
order  appointing  a  temporary  receiver  to 
administer  such  restraining  order  and  to 
perform  such  other  duties  as  the  court  may 
consider  appropriate". 

TITLE  II— LEVERAGE  TRAySACTIO.SS 
SEC.  201.  DEFi.ymo.vs. 

Section  2(a)(lKA)  of  the  Commodity  Ex- 
change Act  17  U.S.C.  2)  is  amended— 

11)  in  the  first  proviso  of  the  third  sen- 
tence (relating  to  the  definition  of  the  term 
"commodity"/,  by  striking  out  ",  and  trans- 
actions subject  to  regulation  by  the  Co7nmis- 
sion  pursuant  to  section  19  of  this  Act":  and 

12)  in  the  sixteenth  sentence  (relating  to 
the  definition  of  the  term  "commodity  trad- 
ing advisor")— 

(A)  by  striking  out  the  comma  after  a 
contract  market"  and  inserting  in  lieu 
thereof  ''or":  and 

(B)  by  striking  out  "or  any  leverage  trans- 
action authorized  under  section  19.  ". 

SEC.  292.  PESALTY  FOR  MA.MPCLATIOS  OF  PRICES. 

The  first  sentence  of  section  9(b)  of  the 
Commodity  Exchange  Act  (7  U.S.C.  13(b))  is 
amended— 
(1)  by  inserting  "or" after  "4h,":  and 
(2/  by  striking  out  ",  or  section  19". 

SEC.  293.  PE.\ALTY  FOR  PROHIBITED  TRA.\SA(Tltl.\S. 

The  first  sentence  of  section  9(d)  of  the 
Commodity  Exchange  Act  (7  U.S.C.  13(d))  is 
amended  by  striking  out  "or  any  transac- 
tion for  the  delivery  of  any  commodity 
under  a  standardized  contract  commonly 
known  to  the  trade  as  a  margin  account, 
margin  contract,  leverage  account,  or  lever- 
age contract,  or  under  any  contract,  ac- 
count, arrangement,  scheme,  or  device  that 
the  Commission  determines  serves  the  same 
function  or  functions  as  such  a  standard- 
ized contract,  or  is  marketed  or  managed  in 
substantially  the  same  manner  as  such  a 
standardized  contract, ". 

SEC.  2$4.  PENALTY  FOR  CSE  OF  SOSPIBLIC  ISFUR- 
MATIO.y 

Section  9(e)  of  the  Commodity  Exchange 
Act  (7  U.S.C.  13(e))  is  amended  by  striking 
out  each  place  it  appears  the  following:  ",  or 
in  any  transaction  for  the  delivery  of  any 
commodity  under  a  standardized  contract 
commonly  known  to  the  trade  as  a  margin 
account,  margin  contract,  leverage  account, 
or  leverage  contract,  or  under  any  contract, 
account,  arrangement,  scheme,  or  device 
that  the  Commission  determines  serves  the 
same  function  or  functions  as  such  a  stand- 
ardized contract,  or  is  marketed  or  managed 
in  substantially  the  same  manner  as  such  a 
standardized  contract". 

SEC.  29i.  RELA  TIO.S  TO  OTHER  LA  WS 

Section  12(e)(2)  of  the  Commodity  Ex- 
change Act  (7  U.S.C.  16(e)(2))  is  amended  by 
striking  out  "or  19". 

SEC.  2tt.  LEVERAGE  TRANSACTIONS 

Section  19  of  the  Commodity  Exchange 
Act  (7  U.S.C.  23)  is  repeaUd. 


SEC.  207.  PRIV.KTE  RIUHT  OF .KCTION. 

Section  22(a)(1)(C)  of  the  Commodity  Ex- 
change Act  (7  U.S.C.  25(a)(l)(CJ)  is  amend- 
ed- 

(1)  by  inserting  "or"  after  the  semicolon  at 
the  end  of  clause  (i); 

(2)  by  striking  out  clause  (ii):  and 

(3)  by  redesignating  clause  (Hi)  as  clause 
(ii). 

SEC.  2W.  EFFEiriVE  DATE. 

The  amendments  made  by  this  title  shall 
become  effective  2  years  after  the  date  of  en- 
actment of  this  Act. 

TITLE  III— REGISTERED  FLTVRES 
ASSOCIATIOyS 

SEC.  Ml.  DISCIPLINARY  ACTIONS. 

Subsection  <h)  of  section  17  of  the  Com- 
modity Exchange  Act  (7  U.S.C.  21(hl)  is 
amended  to  read  as  follows: 

"(h)(1)(A)  If  any  registered  futures  asso- 
ciation takes  final  disciplinary  action 
against  any  member  of  the  association  or 
any  person  associated  with  such  a  member 
or  denies  admission  to  any  person  seeking 
membership  in  the  association,  or  bars  any 
person  from  t>eing  associated  with  a 
member,  the  association  shall  promptly  file 
notice  thereof  with  the  Commission. 

"(B)  The  notice  shall  be  in  such  form  and 
contain  such  information  as  the  Commis- 
sion, by  rule,  may  prescribe  as  necessary  or 
appropriate  to  carry  out  the  purposes  of  this 
Act. 

"(2)(A)  Any  action  with  respect  to  which  a 
registered  futures  association  is  required  by 
paragraph  (1)  to  file  notice  shall  be  subject 
to  review  by  the  Commission— 

"(i)  on  the  motion  of  the  Commission:  or 

"(ii)  on  application  by  any  person  ag- 
grieved by  the  action  filed  within— 

"ID  30  days  after  the  date  the  notice  was 
filed  with  the  Commission  and  received  by 
the  aggrieved  person:  or 

"(It)  such  longer  period  as  the  Commis- 
sion may  determine. 

"(B)  Application  to  the  Commission  for 
review,  or  the  institution  of  review  by  the 
Commission  on  its  own  motion,  shall  not 
operate  as  a  stay  of  the  action  unless  the 
Commission  otherwise  orders,  summarily  or 
after  notice  and  opportunity  for  hearing  on 
the  question  of  a  stay  (which  hearing  may 
consist  solely  of  the  submission  of  affidavits 
or  presentation  of  oral  arguments). 

"(C)  The  Commission  shall  establish 
standards  for  expedited  procedures  to  be 
used  in  the  consideration  of  the  request  for  a 
stay. ". 

SEC.    302.    COMMISSION    REVIEW    OF   .ASSCKIATION 

Airio.y 

Subsection  (i)  of  section  17  of  the  Com- 
modity Exchange  Act  (7  U.S.C.  21(i))  is 
amended  to  read  as  follows: 

"(i)(l)  In  a  proceeding  to  review  final  dis- 
ciplinary action  taken  by  a  registered  fu- 
tures association  against  a  member  thereof 
or  a  person  associated  with  a  member,  after 
appropriate  notice  and  opportunity  for 
hearing  (which  hearing  may  consist  solely  of 
consideration  of  the  record  before  the  asso- 
ciation and  opportunity  for  the  presenta- 
tion of  supporting  reasons  to  a/firm, 
modify,  or  set  aside  the  sanction)— 

"(A)  if  the  Commission  finds— 

"(i)  on  the  basis  of  the  record  in  the  pro- 
ceeding before  the  association  and  such 
other  matters  as  may  be  presented  to  the 
Commission,  that  the  member  or  person  as- 
sociated with  a  mem,ber  has  engaged  in  such 
acts  or  practices  or  has  failed  to  engage  in 
such  acts  or  practices: 

"(ii)  that  the  acts,  practices,  or  failures  to 
act,  are  in  violation  of  the  rules  of  the  asso- 


ciation as  specified  in  the  determination  of 
the  association;  and 

"(Hi)  that  the  rules  of  the  association  are 
and  were  applied  in  a  manner  consistent 
with  this  Act, 

the  Commission  shall,  by  order,  so  declare 
and,  as  appropriate,  affirm  the  sanction  im- 
posed by  the  association,  modify  the  sanc- 
tion in  accordance  with  paragraph  (2),  or 
remand  the  case  to  the  association  for  fur- 
ther proceedings:  or 

"(B)  if  the  Commission  makes  no  such 
finding,  the  Commission  shall,  by  order— 

"(i)  set  aside  the  sanction  imposed  by  the 
association;  and 

"(ii)  if  appropriate,  remand  the  case  to  the 
association  for  further  proceedings. 

"(2)  If,  after  a  proceeding  conducted  in  av- 
cordance  with  paragraph  (1),  the  Commis- 
sion finds  that  any  penalty  imposed  on  a 
member  or  person  associated  with  a  member 
is  excessive,  with  due  regard  for  the  public 
interest,  the  Commission  shall,  by  order, 
cancel,  reduce,  or  require  the  remission  of 
the  penalty. 

"(3)(A)  In  any  proceeding  to  review  the 
denial  of  membership  in  a  registered  .futures 
association  or  the  barring  of  any  person 
from  l>eing  associated  with  a  member,  after 
appropriate  notice  and  opportunity  for 
hearing  (which  hearing  may  consist  solely  of 
consideration  of  the  record  before  the  asso- 
ciation and  opportunity  for  the  presenta- 
tion of  supporting  reasons  to  affirm, 
modify,  or  set  aside  the  action  of  the  asso- 
ciation), the  Commission  shall,  by  order, 
dismiss  the  proceeding  for  review  if  the 
Commission  determines  that— 

"(i)  the  specific  grounds  on  which  the 
denial  or  bar  is  based  exist  in  fact; 

"(ii)  the  denial  or  bar  is  in  accordance 
with  the  rules  of  the  association;  and 

"(Hi)  the  rules  are  and  were  applied  in  a 
manner  consistent  with  this  Act 

"(B)  If  no  such  determination  is  made,  the 
Commission  shall,  by  order,  set  aside  the 
action  of  the  association  and  require  the  as- 
sociation to  admit  the  applicant  to  member- 
ship in  the  association  or  to  permit  the 
person  to  be  associated  with  a  member. 

"(4)  Any  person  (other  than  a  registered 
futures  association)  aggrieved  by  a  final 
order  of  the  Commission  entered  under  this 
subsection  may  file  a  petition  for  review 
with  a  United  States  court  of  appeals  in  ac- 
cordance with  section  6(b). ". 

SEC.  103.  RCLE  REVIEW  PROCEDLRES. 

Section  17(j)  of  the  Commodity  Exchange 
Act  (7  U.S.C.  2l(j))  is  amended  by  striking 
out  the  third  sentence. 
TITLE  IV—AVTHORIZATIOS  FOR  APPROPRIA- 

TIOSS  AND  MISCELLANEOUS  AMENDMENTS 
SEC.  40L  CERTAIN  PROHIBITED  TRANSACTIONS 

Section  9(d)  of  the  Commodity  Exchange 
Act  (7  U.S.C.  13(d))  is  amended— 

(1)  in  the  first  sentence,  by  inserting  before 
the  period  at  the  end  thereof  the  following: 
"if  nonpublic  information  is  used  in  the  in- 
vestment transaction,  if  the  investment 
transaction  is  prohibited  by  rule  or  regula- 
tion of  the  Commission,  or  if  the  investment 
transaction  is  made  through  the  xtse  of  any 
instrument  regulated  by  the  Commission, 
except  that  the  prohibitions  in  this  sentence 
shall  not  apply  to  any  transaction  or  class 
of  transactions  that  the  Commission,  by  rule 
or  regulation,  has  determined  would  not  be 
contrary  to  the  public  interest  or  otherwise 
inconsistent  with  the  purposes  of  this  sub- 
section ";  and 

(2)  by  striking  out  the  second  and  third 
sentences. 
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SKC.  102.  At  THORIZATIIt\  tOK  APPKOFKIATIOMi 

Subsection  (d)  of  section  12  of  the  Com- 
modity Exchange  Act  (7  U.S.C.  16(d))  is 
amended  to  read  as  follows: 

"(d)  There  are  authorized  to  be  appropri- 
ated to  carry  out  this  Act  such  sums  as  may 
be  required  for  each  of  the  fiscal  years 
during  the  period  beginning  October  1,  1986, 
and  ending  September  30.  1992. ". 

StX.  403.  TECHSKAl.  (ORRKCTIO.Mi 

The  Commodity  Exchange  Act  is  amend- 
ed- 

(1)  in  the  third  sentence  of  section 
2(a)(l)(B)(iv)(I)  (7  U.S.C.  2a(iv)(I)).  by 
striking  out  "Securities  Exchange  Commis- 
sion" and  inserting  in  lieu  thereof  "Securi- 
ties and  Exchange  Commission  "; 

(2)  in  the  fourth  full  sentence  of  section 
5a(12)  (7  U.S.C.  7a(12)).  by  striking  out 
"particpate"  and  inserting  in  lieu  thereof 
"participate"; 

(3)  in  the  first  sentence  of  section  9(c)  (7 
U.S.C.  13(c)).  by  striking  out  "section  4k." 
and  inserting  in  lieu  thereof  "section  4k, "; 

(4)  in  the  first  sentence  of  section  9(d)  (7 
U.S.C.  13(d)),  by  striking  out  "advance  guar- 
antee" and  inserting  in  lieu  thereof  "ad- 
vance guaranty"; 

(5)  by  repealing  section  11  17  U.S.C.  14 
note); 

(6)  in  the  second  full  sentence  of  section 
17(b)(2)  (7  U.S.C.  21(b)(2)),  by  striking  out 
"with  in"  and  inserting  in  lieu  thereof 
"within";  and 

(7)  in  section  17(k)(ll  (7  U.S.C.  21(k)(l)). 
by  striking  out  "title"  and  inserting  in  lieu 
thereof  "section". 

Mr.  DOLE.  Mr.  President,  let  me 
also  indicate  that  there  will  be  prob- 
ably one  vote  on  this  matter.  We  hope 
we  can  dispose  of  it  rather  quickly. 

If  we  can  clear  it  there  will  be  one 
vote  on  six  treaties  that  will  count  on 
six  votes  and  this  could  conclude  the 
action  for  the  remainder  of  the  day, 
although  we  are  still  working  to  see  if 
we  can  get  some  agreement  on  FIFRA 
that  we  might  be  able  to  do  in  the 
morning. 

The  PRESIDING  OFFICER.  The 
Chair  will  note  the  absence  of  a 
quorum. 

The  clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

D  1710 

Mr.  HELMS.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  HELMS.  Mr.  President,  what  is 
the  pending  business? 

The  PRESIDING  OFFICER.  Pend- 
ing at  the  desk  is  S.  2045. 

Mr.  HELMS.  I  thank  the  Chair. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  committee  amendment 
be  adopted  and  that  it  be  treated  as 
original  text  for  the  purpose  of  fur- 
ther amendment. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  METZENBAUM.  Mr.  President, 
reserving  the  right  to  object,  I  just 
want  to  say  to  my  distinguished  col- 
league that  I  am  not  handling  this  bill; 


Senator  Zorinsky  is.  I  gather  he  is  on 
his  way  over  here. 

Were  you  not  asking  unanimous  con- 
sent to  adopt  the  committee  amend- 
ment? 

Mr.  HELMS.  Yes.  I  am  sure  he 
would  have  no  objection  to  that. 

Mr.  METZENBAUM.  I  am  sure  he 
does  not^I  would  ask  my  colleague  if 
he  would  just  go  ahead  with  his  open- 
ing statement.  I  have  no  objection 
whatsoever  personally.  I  do  not  know 
what  it  is,  but  I,  at  this  monent,  feel  I 
should  protect  the  position  of  Senator 

The  PRESIDING  OFFICER.  The 
Senator  from  North  Carolina. 

Mr.  HELMS.  Mr.  President,  the  Fu- 
tures Trading  Act  of  1986,  S.  2045,  ex- 
tends the  authorization  for  appropria- 
tions for  the  Commodity  Futures 
Trading  Commission  for  6  years.  It 
also  makes  improvements  in  the  Com- 
modity Exchange  Act. 

Now,  I  am  not  going  to  discuss  the 
specific  provisions  of  the  bill  at  great 
length.  Before  I  even  touch  on  the 
provisions,  I  want  to  pay  my  respects 
and  express  my  gratitude  to  the  distin- 
guished Senator  from  Indiana,  Mr. 
LuGAR,  for  the  extraordinary  help  that 
he  has  given.  He  has  taken  the  lead  in 
this  matter.  Without  his  great  effort,  I 
do  not  know  how  far  we  would  have 
come  in  terms  of  moving  the  bill  to 
the  Senate  floor  this  afternoon.  So  I 
thank  the  Senator  from  Indiana. 

Senator  Lugar  chaired  2  days  of  full 
committee  hearings  on  the  bill.  During 
these  hearings,  Senator  Lugar,  myself, 
and  other  members  of  the  committee 
collected  the  thoughts  and  suggestions 
of  many  witnesses  as  to  the  specific 
provisions  that  should  be  included  in 
the  bill.  During  the  course  of  the  com- 
mittee markup.  Senator  Lugar  offered 
invaluable  counsel  on  the  form  and 
scope  of  the  provisions  that  were  in- 
cluded, as  well  as  those  issues  that 
were  dealt  with  in  the  committee 
report.  I  very  much  appreciate  the 
leadership  role  that  Senator  Lugar 
has  taken  on  this  bill  and  on  so  many 
other  things  that  have  come  before 
the  Agriculture  Committee. 

Mr.  President,  I  would  also  like  to 
recognize  the  material  contributions 
made  to  the  bill  by  Senator  Zorinsky, 
ranking  minority  member  of  the  com- 
mittee, and  by  Senator  Melcher,  rank- 
ing minority  member  of  the  Subcom- 
mittee on  Agricultural  Research,  Con- 
servation, Forestry,  and  General  Legis- 
lation. These  Senators  worked  dili- 
gently with  Senator  Lugar,  myself, 
and  the  other  members  of  the  commit- 
tee to  fashion  a  piece  of  legislation  of 
which  the  Senate  can  be  proud. 

It  is  not  a  piece  of  legislation  with  a 
great  deal  of  sex  appeal.  I  do  not  imag- 
ine it  will  have  black  headlines  in  the 
morning  on  the  front  page  of  the 
newspaper.  But,  nonetheless,  it  is  an 
enormously  important  piece  of  legisla- 


tion and  I  am  glad  we  have  brought  it 
this  far. 

Mr.  President,  the  Commodity  Ex- 
change Act  is  based  on  the  findings 
and  conclusions  of  Congress  that,  first, 
transactions,  known  as  futures  and  op- 
tions are  affected  with  a  national 
public  interest;  second,  such  transac- 
tions are  carried  on  in  large  volume  by 
the  public,  as  well  as  by  persons  en-' 
gaged  in  the  business  of  buying  and 
selling  commodities  in  interstate  com- 
merce; third,  the  prices  involved  in 
such  transactions  are  generally  quoted 
and  disseminated  throughout  the 
United  States  and  In  foreign  countries 
as  a  basis  for  determining  the  prices  of 
commodities  and  their  products  and 
byproducts;  and,  fourth,  such  transac- 
tions can  be  manipulated  or  con- 
trolled. A  fundamental  purpose  of  the 
Commodity  Exchange  Act  is  to  ensure 
fair  practices  and  honest  dealing  on 
the  commodity  exchanges  and  to  con- 
trol manipulative  activity  and  specula- 
tive excesses  that  demoralize  markets 
and  cause  injury  to  producers,  con- 
sumers, and  the  exchanges  them- 
selves. 

Futures  trading  involves  the  making 
of  contracts  under  which  the  parties 
agree  to  buy  and  sell  specified  quanti- 
ties of  certain  commodities  at  fixed 
prices  for  delivery  at  some  future  date. 
The  Commodity  Exchange  Act  re- 
quires that  futures  trading  in  com- 
modities be  conducted  on  a  commodity 
exchange  designated  as  a  contract 
market  by  the  Commodity  Futures 
Trading  Commission.  Contracts  to  buy 
and  sell  commodities  for  future  deliv- 
ery are  made  by  or  through  a  member 
of  a  designated  commodity  exchange. 
A  separate  market  is  established  for 
each  commodity  traded  on  a  contract 
market.  The  contract  markets  have 
the  authority,  within  limitations,  to 
admit  members  and  select  officers;  dis- 
cipline and  expel  members;  determine 
delivery  months  and  contract  terms; 
fix  limits  on  the  amount  of  permissi- 
ble price  changes  during  a  trading  day; 
and  establish  margin  requirements. 
The  contract  markets,  through  their 
clearing  mechanisms,  also  guarantee 
performance  on  the  futures  and  op- 
tions contracts. 

In  order  to  qualify  for  designation  as 
a  contract  market,  a  commodity  ex- 
change must  meet  certain  conditions 
and  requirements,  including  those  cov- 
ering the,  first,  keeping  of  certain 
records  and  the  preparation  of  reports 
on  futures  transactions,  second,  pre- 
vention of  dissemination  of  false,  mis- 
leading, or  inaccurate  commodity  in- 
formation, third,  prevention  of  manip- 
ulation and  other  abusive  trading 
practices,  and  fourth,  inspection  of 
records  by  the  Commodity  Futures 
Trading  Commission  and  the  Depart- 
ment of  Justice.  In  addition,  the  Com- 
mission must  find  that  transactions 
for  future  delivery  in  the  commodity 
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for  which  designation  as  a  contract 
market  is  sought  will  not  be  contrary 
to  the  public  interest. 

The  Commodity  Futures  Trading 
Commission  was  created  in  order  to 
ensure  that  a  single  agency  would 
have  the  responsibility  for  developing 
a  coherent  regulatory  program  cover- 
ing futures  trading  and  related  activi- 
ties. Consequently,  Congress  vested  in 
the  Commission  exclusive  jurisdiction 
to  develop  and  implement  a  strong  and 
sound  Federal  regulatory  policy  cover- 
ing futures  trading. 

The  1986  reauthorization  of  appro- 
priations for  the  Commodity  Futures 
Trading  Commission  and  related  legis- 
lation is  particularly  significant,  since 
the  Commission  completed  its  first  10 
years  of  operation  in  April  1985.  The 
changes  in  the  futures  markets  are  re- 
flected by  the  fact  that,  in  fiscal  year 
1975,  approximately  26  million  futures 
contracts  were  traded;  by  1978,  the 
number  had  grown  to  53.2  million  con- 
tracts. This  tremendous  growth  hjis 
continued  since  the  last  reauthoriza- 
tion in  1982.  During  fiscal  year  1985, 
for  example,  169.5  million  futures  and 
options  contracts  were  traded  on  13 
U.S.  commodity  exchanges. 

ENFORCEMENT  PROVISIONS 

The  bill,  as  reported  by  the  commit- 
tee, makes  several  changes  in  the 
Commodity  Exchange  Act.  Title  I  of 
the  bill  clarifies  and  strengthens  the 
enforcement  capabilities  of  the  Com- 
modity Futures  Trading  Commission. 
The  bill  makes  explicit  that  the  princi- 
pal antifraud  provision  of  the  Com- 
modity Exchange  Act,  section  4(b),  ap- 
plies to  the  sale  of  off-exchange  fu- 
tures contracts,  and  that  the  Commis- 
sion is  empowered  under  section  6(b) 
to  serve  its  administrative  subpoenas 
outside  the  United  States.  In  addition 
the  committee  bill  empowers  the  Com- 
mission, when  it  proceeds  on  an  ex 
parte  basis  to  seek  a  temporary  re- 
straining order  freezing  the  assets  of 
suspected  violators,  to  seek  the  ap- 
pointment of  a  temporary  receiver  to 
administer  those  assets  and  to  perform 
such  other  duties  as  the  court  may 
specify. 

LEVERAGE  TRANSACTIONS 

Mr.  President,  title  II  of  the  commit- 
tee bill  amends  the  Commodity  Ex- 
change Act  to  repeal  section  19,  deal- 
ing with  the  regulation  of  leverage 
transactions,  and  deletes  most  other 
references  to  leverages  transactions 
from  the  act.  Under  this  amendment, 
the  Commission  would  neither  be  re- 
quired nor  authorized  to  regulate  le- 
verage transactions  as  a  distinct  form 
of  commodity  instrument.  The  com- 
mittee bill  also  delays  the  effective 
date  of  title  II  for  a  period  of  2  years 
from  the  date  of  enactment  in  order  to 
give  the  two  existing  leverage  firms  an 
opportunity  to  restructure  their  busi- 
nesses to  comply  with  applicable  State 
laws,  to  make  arrangements  to  trade 
their  contracts  on  exchanges,  or  to 


make  a  transition  out  of  the  business 
of  being  leverage  transaction  mer- 
chants. 

By  way  of  background,  Mr.  Presi- 
dent, under  the  Commodity  Futures 
Trading  Commission  Act  of  1974,  the 
Commission  was  given  exclusive  juris- 
diction to  regulate  leverage  transac- 
tions in  gold  and  silver.  In  1978,  Con- 
gress added  section  19  to  the  Commod- 
ity Exchange  Act.  In  this  section.  Con- 
gress banned  leverage  transactions  in 
agricultural  commodities,  authorized 
the  Commission  to  prohibit  certain  le- 
verage transactions,  and  extended  the 
Commission's  exclusive  jurisdiction  to 
leverage  transactions  in  all  other  com- 
modities. Between  1974  and  1982  the 
Commission  adopted  two  moratoria  on 
the  entry  of  persons  into  the  leverage 
business  and  a  broad  antifraud  rule 
applicable  to  leverage  transactions. 

The  Futures  Trading  Act  of  1982  di- 
rected the  Commission  to  regulate  le- 
verage transactions  in  gold  and  silver 
bullion  and  bulk  coins  and  in  other 
nonagricultural  commodities.  As  a 
result  of  the  direction  given  by  Con- 
gress in  1982.  the  Commission  issued 
interim  final  leverage  regulations  in 
1984  and  1985,  respectively,  that  were 
applicable  to  both  long-  and  short-le- 
verage transactions  in  gold  and  silver 
bullion  and  coins,  copper,  platinum, 
and  certain  foreign  currencies.  Two 
firms  have  been  registered  as  leverage 
transaction  merchants  under  these 
regulations. 

Notwithstanding  the  foregoing,  Mr. 
President,  the  leverage  transaction 
issue  has  remained  controversial  at 
the  Commission  and  in  the  futures  in- 
dustry. The  Commission  testified  that 
the  historical  statutory  distinction  be- 
tween leverage  transactions  and  fu- 
tures contracts  is  unjustified  and  that 
leverage  transactions  are  legally  and 
economically  indistinguishable  from 
futures  contracts  and,  consequently, 
do  not  warrant  separate  statutory 
treatment. 

The  committee  bill  eliminates  the 
statutory  disparity  between  leverage 
transactions  and  futures  contracts,  but 
authorizes  a  2-year  delay  in  the  imple- 
mentation of  the  statutory  changes  to 
give  the  two  existing  leverage  transac- 
tion merchants  time  to  deal  with  this 
change.  The  two  leverage  firms  may 
continue  in  busftiess  by  undertaking 
the  marketing  of  cash  or  installment 
sales  transactions.  These  cash  or  in- 
stallment sales  would,  of  course,  be 
subject  to  State  regulation.  The  firms 
may  also  make  arrangements  to  sell 
their  contracts  on  exchanges  designat- 
ed for  this  purpose.  The  two  firms 
could  also  decide  to  discontinue  lever- 
age sales  and  concentrate  on  the  sale 
of  other  products,  such  as  the  sale  of 
dealer  and  exchange  traded  options. 

Mr.  President,  the  committee  adopt- 
ed its  position  on  leverage  transactions 
for  two  reasons.  First,  Mr.  President, 
the  two  leverage  firms,  as  they  cur- 


rently conduct  their  business,  simply 
do  not  fit  within  the  general  regula- 
tory framework  of  the  Commodity  Ex- 
change Act.  Congress  passed  legisla- 
tion regulating  futures  trading— de- 
spite the  opposition  of  some  who 
wanted  to  ban  such  trading— because 
it  performs  two  very  important  func- 
tions in  our  economy,  namely  that  of 
price  discovery  and  the  shifting  of 
risk.  Price  discovery  in  the  futures 
markets  aids  cash  sellers  of  commod- 
ities by  giving  these  sellers  a  reliable 
gauge  to  use  in  pricing  their  produce. 
The  shifting  of  risk  from  those  who 
wish  to  avoid  it  to  those  who  are  will- 
ing to  assume  it— in  the  hope  of 
making  a  profit— facilitates  trade  and 
commerce  by  allowing  merchants  to 
concentrate  on  what  they  do  best,  the 
production  and  marketing  of  a  prod- 
uct, without  having  to  worry  about 
changes  in  interest  rates  or  the  value 
of  their  inventories. 

Mr.  President,  leverage  transactions 
serve  neither  of  these  purposes.  Conse- 
quently, there  is  no  justification  for 
their  regulation  under  the  rubric  of 
the  Commodity  Exchange  Act. 

Mr.  President,  the  second  reason  for 
the  committee  position  on  leverage  is 
that  the  Federal  Government  does  not 
live  in  an  environment  of  unlimited  re- 
sources. We  Members  of  Congress 
must  consider  carefully  whether  cer- 
tain Federal  regulatory  programs  and 
policies  are  worth  their  cost. 

Since  Federal  resources  are  limited, 
particularly  in  light  of  the  Gramm- 
Rudman-Hollings  deficit  reduction 
measure.  Congress  must  pick  and 
choose  among  those  programs  and 
projects  seeking  funding.  No  one  main- 
tains that  the  public  good  derived 
from  the  sale  of  leverage  contracts  jus- 
tifies the  expenditures  needed  to  ade- 
quately police  it.  These  expenditures 
will  go  up  over  time,  rather  than 
down,  since  there  are  no  industry  self- 
regulatory  organizations  bearing  a 
portion  of  the  burden  and  cost  of  the 
regulation  of  leverage  transactions. 
Expenditures  to  regulate  leverage 
transactions  under  the  Commodity  Ex- 
change Act  will  also  take  money  and 
other  resources  needed  to  pay  for  reg- 
ulatory programs  in  the  futures  and 
options  trading  areas.  Consequently, 
Mr.  President,  the  committee  could 
not  justify  open-ended  Government 
expenditures  for  the  regulation  of  le- 
verage transactions. 

Mr.  President,  the  committee  re- 
solved this  dilemma  by  providing  for 
repeal  of  the  Commission's  exclusive 
jurisdiction  over  the  regulation  of  le- 
verage transactions.  This  action  will 
permit  other  Federal  and  State  regula- 
tory agencies,  such  as  the  Securities 
and  Exchange  Commission  and  the 
State  securities  commissions,  to  initi- 
ate any  necessary  regulatory  activity 
in  this  area.  No  one  can  seriously 
maintain  that  regulation   under  the 
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Securities  Acts  is  burdensome  or 
unfair  to  the  leverage  transaction  mer- 
chants, since  most  shares  of  stock  and 
other  investment  contracts  sold  in  the 
United  States  are  subject  to  such  regu- 
lation. 

REGISTERED  FUTURES  ASSOCIATIONS 

Mr.  President,  the  committee  bill 
promotes  the  Commission's  continuing 
oversight  program  over  registered  fu- 
tures associations.  At  the  present  time, 
there  is  only  one  registered  futures  as- 
sociation, the  National  Futures  Asso- 
ciation (NPAl.  NFA's  disciplinary 
system  for  violations  of  its  rules  by 
members  or  their  associated  persons 
includes  a  summary  procedure  called  a 
member  responsibility  action. 

Section  17(h)  of  the  Commodity  Ex- 
change Act  provides  that  any  ag- 
grieved person  may  appeal  a  registered 
futures  association  disciplinary  action 
to  the  Commission  and  that  the  filing 
of  such  an  appeal  triggers  an  automat- 
ic stay  of  the  disciplinary  action. 
While  the  Commission  may  lift  the 
stay  under  current  law.  It  may  do  so 
only  after  notice  and  opportunity  for  a 
hearing.  As  a  result,  the  effectiveness 
of  the  disciplinary  action  can  be  re- 
duced, particularly  when  immediate 
action  is  necessary  to  protect  markets, 
customers,  or  other  NPA  members. 

The  committee  bill  removes  the 
automatic  stay  provisions  from  cur- 
rent law.  The  bill  also  makes  the  stay 
procedures  associated  with  futures  as- 
sociation disciplinary  actions  parallel 
with  those  for  exchange  disciplinary 
actions.  Under  the  committee  bill,  the 
Commission  is  to  set  standards  for  ex- 
pedited procedures  to  be  used  in  the 
consideration  of  requests  for  stays. 

Mr.  President,  the  committee  bill 
also  amends  existing  law  to  make  ex- 
plicit that  Commission  review  of  NFA 
disciplinary  action  is  available  only  for 
final  actions,  precluding  the  disrup- 
tion of  the  futures  association  discipli- 
nary process  by  untimely  appeals  to 
the  Commission.  The  bill  also  author- 
izes the  Commission  to  review  only  the 
record  before  the  futures  association 
and  the  submissions  of  the  parties. 
The  actual  standards  for  Commission 
review  would,  however,  remain  essen- 
tially unchanged. 

In  addition,  the  committee  bill 
amends  section  17(i)(3),  which  deals 
with  the  denial  of  membership  in  reg- 
istered futures  associations,  to  con- 
form the  standards  for  Commission 
review  of  certain  registered  futures  as- 
sociation decisions  with  the  standards 
applicable  to  association  disciplinary 
actions. 

The  committee  bill  also  amends  sec- 
tion 17(j)  of  the  act  to  eliminate  the 
requirement  that  the  Commission  ap- 
prove additions  to  or  changes  in  the 
rules  of  a  registered  futures  associa- 
tion within  30  days. 


AUTHORIZATION  FOR  APPROPRIATIONS  AND 
MISCELLANEOUS  AMENDMENTS 

Mr.  President,  section  12(d)  of  the 
Commodity  Exchange  Act  authorizes 
the  appropriation  of  such  sums  as  may 
be  required  to  carry  out  the  act 
through  the  fiscal  year  ending  Sep- 
tember 30,  1986.  The  committee  bill 
extends  the  authorization  for  such  ap- 
propriations for  6  years,  through  the 
fiscal  year  ending  September  30,  1992. 

In  addition,  Mr.  President,  section 
9(d)  of  the  Commodity  Exchange  Act 
makes  it  a  felony  for  a  Commissioner 
or  Commission  employee  to  partici- 
pate, directly  or  indirectly,  in  commod- 
ity futures,  options,  or  leverage  trans- 
actions or,  with  certain  limited  excep- 
tions, in  investment  transactions  in  an 
actual  commodity.  The  committee  bill 
eases  some  of  these  restrictions  and 
empowers  the  Commission  to  adminis- 
ter section  9(d)  in  a  flexible  manner  to 
assure  that  transactions  that  do  not 
pose  a  conflict  of  interest  or  appear- 
ance of  conflict  of  interest  are  not  sub- 
ject to  the  broad  prohibitions  in  cur- 
rent law. 

Mr.  President,  the  committee 
amendment  is  the  product  of  the 
thoughtful  consideration  of  the  mem- 
bers of  the  committee  from  both  sides 
of  the  aisle.  I  urge  my  colleagues  to 
adopt  the  committee  amendment  and 
to  pass  the  bill  without  further 
amendment. 

The  PRESIDING  OFFICER.  Is  the 
Senator  from  Ohio  seeking  recogni- 
tion? 

Mr.  METZENBAUM.  Mr.  President, 
I  ask  the  Senator  from  North  Carolina 
if  he  would  yield  to  me  for  a  question. 
As  I  pointed  out,  I  am  not  the  manag- 
er of  this.  I  am  just  holding  the- floor 
temporarily. 

But  I  want  to  understand:  What 
does  this  bill  do  with  respect  to  the 
trading  in  commodity  futures  and  is 
there  more  effective  regulation  of 
those  who  trade  in  those  futures  or  is 
it  a  lessening  of  the  regulation? 

Mr.  HELMS.  Well,  I  will  give  you  a 
one-word  answer.  I  will  say,  yes.  Sena- 
tor LuGAR  may  wish  to  elaborate  on 
that. 

Mr.  LUGAR.  I  thank  the  distin- 
guished chairman.  In  response  to  the 
question  of  the  Senator  from  Ohio,  it 
seems  to  me  that  the  regulation  has 
been  tightened  up  very  substantially.  I 
think  the  Agriculture  Committee 
views  with  great  pride  the  develop- 
ment of  the  Commodity  Futures  Trad- 
ing Commission,  its  professionalism, 
the  number  of  ways  it  offers  services, 
and  very  complex  services  I  might  add, 
because  of  the  number  of  instruments 
that  they  must  supervise.  The  trading 
in  these  instruments  has  increased 
very  substantially,  but  so  has  the  ex- 
pertise of  the  Commission's  staff,  and 
its  general  surveillance  capability. 
Consequently,  we  have  raised  the  gen- 
eral level  of  safety  for  the  American 
investor. 


Mr.  METZENBAUM.  Under  present 
law,  who  provides  supervision  with  re- 
spect to  the  commodity  futures  trad- 
ing? Because,  as  we  all  know,  at  vari- 
ous points  recently,  as  well  as  in  years 
past,  there  has  been  tremendous  spec- 
ulation in  this  area  by  those  who  have 
nothing  at  all  to  do  with  agriculture 
but  who  are  merely  playing  the  mar- 
ketplace. 

Mr.  LUGAR.  Well,  the  committee 
structure  of  the  Senate  and  the  House, 
of  course,  provides  for  basic  oversight 
procedures  by  the  Senate  Agriculture 
Committee  and  the  House  Agriculture 
Committee.  Both  committees  have 
taken  that  oversight  very  seriously. 
We  have  had  a  number  of  hearings 
throughout  the  period  of  authoriza- 
tion, as  various  questions  have  been 
raised  by  constituent  groups  or  by  our- 
selves. The  Commission  itself,  plus  its 
staff,  of  course,  has  the  hands-on  re- 
sponsibility. In  my  judgment,  that 
Commission  has  served  with  great  in- 
tegrity. 

There  have  been,  from  time  to  time, 
as  the  Senator  from  Ohio  knows,  ques- 
tions raised,  such  as  at  the  time  of  the 
silver  speculation  and  the  sale  of 
London  options  contracts. 

Mr.  METZENBAUM.  Various  cor- 
nering of  the  market  in  various  com- 
modities. 

Mr.  LUGAR.  That  is  right.  And. 
after  each  of  these  there  has  been  a 
very  tnorough  analysis  of  how  the 
system  ought  to  be  strengthened.  And 
that  analysis  is  restated  in  the  author- 
ization bill.  It  offers  an  opportunity 
for  the  analysis  to  come  to  fruition  in 
the  legislation. 

Mr.  METZENBAUM.  Is  there  any- 
thing in  the  language  in  the  legisla- 
tion that  weakens  the  power  of  the 
CFTC? 

Mr.  LUGAR.  No,  the  changes  were 
all  in  the  direction  of  strengthening 
the  powers. 

Mr.  METZENBAUM.  I  thank  the 
Senator  from  Indiana.  I  appreciate  his 
cooperation. 

Mr.  President,  the  manager  of  the 
bill  on  this  side  is  here  and  I  will  retire 
gracefully  to  my  office. 

Mr.  DIXON.  Mr.  President,  will  the 
distinguished  manager  of  the  bill  or 
the  chairman  of  the  committee  yield 
for  a  question?  • 

Mr.  HELMS.  Mr.  President,  in  1 
minute  I  will,  I  say  to  my  friend  from 
Illinois. 

First,  I  ask  unanimous  consent,  Mr. 
President,  that  the  committee  amend- 
ment be  adopted  and  that  it  be  treated 
as  original  text  for  the  purpose  of 
amendment. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  committee  amendment  was 
agreed  to. 

Mr.  HELMS.  Now,  in  the  usual  se- 
quence, I  yield  to  my  distinguished  col- 
league from  Nebraska,  Mr.  Zorinsky. 
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Mr.  ZORINSKY.  Mr.  President.  I 
thank  the  chairman. 

I  have  a  brief  statement  to  make, 
after  which  I  will  certainly  entertain  a 
question  from  our  distinguished  col- 
league on  the  Senate  Agriculture  Com- 
mittee. Senator  Dixon,  from  the  State 
of  Illinois. 

D  1720 

Mr.  President,  S.  2045.  as  reported 
by  the  Committee  on  Agriculture.  Nu- 
trition, and  Forestry,  will  authorize 
appropriations  to  carry  out  the  Com- 
modity Exchange  Act  during  fiscal 
years  1987  through  1992.  S.  2045  will 
also  make  certain  improvements  in  the 
current  commodity  futures  regulatory 
program.  I  urge  the  Senate  to  adopt 
the  bill  as  reported. 

The  futures  markets  are  an  intregral 
part  of  the  Nation's  economy.  They 
affect  consumers,  investors,  financial 
institutions,  manufacturers.  Govern- 
ment, and  businesses  of  all  types,  in- 
cluding Nebraska  wheat,  corn,  and 
soybean  farmers,  as  well  as  beef  and 
pork  producers.  Therefore,  it  is  imper- 
ative that  the  markets  be  free  from 
fraud  and  manipulation.  Ensuring  fair 
and  honest  trading  of  futures  con- 
tracts is  the  primary  responsibility  of 
the  Commodity  Futures  Trading  Com- 
mission. In  addition,  the  regulation  of 
the  futures  industry  is  furthered  by 
the  National  Futures  Association. 

The  CFTC  was  established  as  an  in- 
dependent regulatory  agency  in  1974 
by  the  Commodity  Futures  Trading 
Commission  Act.  The  authorization  of 
appropriations  for  the  CFTC  was  ex- 
tended in  1978  and  1982. 

The  1974  Act  made  extensive 
changes  in  the  Commodity  Exchange 
Act  and  provided  for  Federal  regula- 
tion by  the  Commission  of  all  agricul- 
tural and  other  commodities,  goods, 
and  services  traded  on  exchanges. 

The  1982  legislation  dealt  with  a 
number  of  difficult  issues.  These  in- 
cluded speculative  limits,  private 
rights  of  actions,  agricultural  options, 
leverage  transactions,  and  State  anti- 
fraud  jurisdiction.  In  addition,  a  juris- 
dictional accord  between  the  CFTC 
and  the  Securities  and  Exchange  Com- 
mission was  established,  and  the  fu- 
tures industry  was  given  greater  au- 
thority for  selfregulation. 

S.  2045  will  make  only  modest 
changes  in  the  statutory  authority  of 
the  CFTC.  This.  I  believe,  clearly  indi- 
cates that  the  1982  law  has  been  suc- 
cessfully implemented. 

The  changes  to  be  made  by  S.  2045 
are  in  the  areas  of  enforcement  and 
litigation,  regulation  of  leverage  trans- 
actions, registered  futures  associa- 
tions, and  restrictions  on  certain  in- 
vestments by  CFTC  personnel. 

Most  of  the  provisions  in  the  bill  are 
designed  to  enable  the  Conmiission  to 
operate  more  efficiently  and  effective- 
ly. Some  of  these  provisions  relate  to 
judicial  review  of  CFTC  final  orders 


and  rules,  service  of  subpoenas  outside 
the  territorial  jurisdiction  of  the 
United  States,  and  the  appointment  of 
temporary  ex  parte  receivers  to  pro- 
tect business  records  and  assets.  Other 
provisions  relate  to  CFTC  procedures 
for  the  review  of  disciplinary  actions 
and  denial  of  membership  by  the  asso- 
ciation. 

Current  law  prohibits  fraud  in  fu- 
tures contracts  conducted  on  any  con- 
tract market.  S.  2045  makes  it  clear 
that  the  Commission  has  authority  to 
pursue  off-exchange  operators  who 
engage  in  fraudulent  activities. 

Under  current  law.  the  CFTC  is  re- 
quired to  separately  regulate  leverage 
transactions.  The  bill  would  eliminate 
this  requirement  and,  thereby,  prohib- 
it transactions  involving  leverage 
unless  conducted  on  an  exchange.  The 
elimination  of  the  separate  regulation 
of  the  leverage  industry  would  not  be 
effective  for  2  years  after  enactment 
of  the  bill.  This  delay  is  intended  to 
allow  leverage  firms  sufficient  time  to 
terminate— in  sui  orderly  manner— 
their  current  method  of  doing  busi- 
ness. 

The  elimination  of  the  separate  reg- 
ulation of  the  leverage  industry  is  con- 
troversial. It  is  opposed  by  the  admin- 
istration, and  I  understand  that  the 
Commission  was  not  unanimous  in  rec- 
ommending that  Congress  eliminate 
the  separate  regulation  by  the  Com- 
mission of  leverage  transactions.  How- 
ever, it  is  the  view  of  the  committee 
that  leverage  transactions  are  indistin- 
quishable  from  future  contracts  and 
should  be  traded  as  such.  The  adminis- 
tration and  apparently  two  members 
of  the  CFTC  are  of  the  opinion  that 
continued  separate  regulation  is  war- 
ranted. 

I  strongly  urge  my  colleagues  to 
resist  any  attempt  to  make  major 
changes  in  S.  2045  as  reported  by  the 
committee  and  pass  the  legislation  as 
soon  as  possible. 

Mr.  President.  I  suggest  the  absence 
of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

Mr.  DIXON.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  recindcd. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DIXON.  Mr.  President.  I  would 
like  to  make  a  very  brief  statement. 
The  manager  of  the  bill  and  the  dis- 
tinguished ranking  member  have 
agreed  that  I  can  make  the  statement 
now. 

Mr.  President.  I  rise  today  to  discuss 
an  issue  of  concern  to  me.  During  the 
hearing  on  S.  2045.  the  reauthoriza- 
tion of  the  Commodity  Futures  Trad- 
ing Conunission  [CFTCl.  held  in  the 
Senate  Agriculture  Committee,  Susan 
M.  Phillips,  Chairman  of  the  CFTC, 
testified    that    the    Commission    "be- 


lieves that  the  sale  of  futures  con- 
tracts should  occur  on  exchanges 
under  the  supervision  of  self-regula- 
tory organizations."  This  Commission 
statement  reaffirmed  the  agency's 
commitment  to  the  fundamental  re- 
quirement in  the  Commodity  Ex- 
change Act— all  futures  contracts,  re- 
gardless of  the  underlying  commodity, 
must  be  traded  on  federally  approved 
exchanges. 

It  was  my  initial  intention  to  offer 
an  amendment  to  S.  2045  to  ensure 
that  the  Commodity  Futures  Trading 
Commission  would  enforce  the  unam- 
biguous exchange  trading  requirement 
of  section  4(a)  of  the  Commodity  Ex- 
change Act.  However,  as  a  result  of  my 
recent  conversation  with  Chairman 
Phillips,  as  well  as  assurances  made  to 
me  by  the  chairman  of  the  Argiculture 
Committee,  Senator  Helms,  I  have 
been  assured  that  the  Commission  in- 
tends to  fully  execute  the  statutory 
mandate.  Chairman  Phillips  has 
agreed  that  the  Commission  will  un- 
dertake a  comprehensive  study  of  the 
off-exchange  trading  issue  but  cannot, 
as  I  understand  the  law,  allow  any  off- 
exchange  futures  trading  as  a  result  of 
this  study  without  first  seeking  enact- 
ment by  Congress  of  a  statutory 
amendment.  It  is  also  my  understand- 
ing that  the  Senate  Agriculture  Com- 
mittee will  take  a  close  look  at  this 
issue  during  the  next  session  of  Con- 
gress. 

In  the  interim,  however,  the  legal 
status  quo  must  be  maintained.  Ulti- 
mately, the  decision  of  whether  to 
permit  any  form  of  exception  to  the 
exchange  trading  requirement  for  all 
futures  contracts  rests  with  the  Con- 
gress. 

I  would  also  observe  that,  by  regula- 
tion, the  Commission  has  implemented 
a  specific  congressional  directive  and 
allowed  the  trading  of  commodity  op- 
tions only  by,  or  through,  the  facilities 
of  designated  contract  markets,  with 
the  narrow  exceptions  of  trade  options 
and  dealer  options.  It  is  my  under- 
standing that  this  congressional  intent 
remains  undisturbed  by  the  legislation 
before  us  and  that  the  Commission 
should  not  permit  or  expand  off-ex- 
change options  transactions. 

I  appreciate  the  assistance  of  both 
Chairman  Phillips  and  Senator  Helms 
in  reaching  this  agreement. 

D  1730 

Mr.  President,  I  thank  the  two  man- 
agers of  the  bill  very  much  for  permit- 
ting me  to  make  my  statement. 

May  I  say,  if  I  may  have  a  moment 
with  the  manager  of  the  bill,  I  under- 
stand that  my  friend,  the  distin- 
guished Senator  from  South  Dakota, 
will  shortly  be  offering  an  amendment 
to  this  bill  that  in  essence  would  ban 
the  trading  of  cattle  futures.  Is  that 
the  manager's  understanding? 
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Mr.  LUGAR.  The  Senator  is  correct. 
That  is  my  understanding. 

Mr.  DIXON.  As  I  explained  to  the 
distinguished  chairman  and  ranking 
member  of  the  Agricultural  Conmiit- 
tee,  I  have  to  leave  briefly.  I  expect  to 
be  back  on  the  floor  by  6:15.  I  advise 
all  Members  that  I  oppose  the  amend- 
ment by  my  distinguished  friend  from 
South  Dakota  and  would  like  to  ask 
that  a  rollcall  be  requested  on  this 
particular  amendment  at  the  appropri- 
ate time. 

Mr.  LUGAR.  I  thank  the  Senator, 
and  I  am  certain  it  is  the  intent  of  the 
distinguished  chairman  of  the  commit- 
tee to  ask  for  a  rollcall  vote  on  the 
Abdnor  amendment. 

Mr.  DIXON.  I  thank  everybody  for 
their  consideration. 

Thank  you,  Mr.  President. 

Mr.  LUGAR.  I  thank  the  Senator. 

The  PRESIDING  OFFICER.  The 
Senator  from  Indiana. 

Mr.  LUGAR.  Mr.  President,  in  re- 
sponse to  the  statement  of  the  distin- 
guished Senator  from  Illinois,  let  me 
simply  say  that  the  Senator  is  correct. 
The  Commodity  Exchange  Act  gener- 
ally prescribes  all  nonexchange  traded 
futures  contracts  in  the  United  States. 
Indeed,  S.  2045  does  contain  a  provi- 
sion which  amends  the  antifraud  pro- 
hibition in  section  4(b)  to  clarify  that 
this  prohibition  also  applies  to  off-ex- 
change futures  contracts  covered  by 
the  act. 

The  CPTC  recommended  the 
amendment  to  facilitate  enforcement 
of  the  law  against  bucket  shop  and 
boiler  room  operations  that  purvey  il- 
legal commodity  instruments.  This 
amendment  was  not  intended  and 
should  not  be  interpreted  to  change 
existing  law  with  respect  to  whether 
exchange  futures  contracts  are  cov- 
ered by  the  act. 

Let  me  further  comment  that  the 
distinguished  Senator  from  Illinois 
has  made  a  number  of  points  that 
should  be  addressed  in  the  Commis- 
sion's study  of  these  issues.  With  or 
without  the  amendments  contained  in 
the  legislation  before  us,  the  Commis- 
sion has  a  statutory  responsibility  to 
enforce  the  requirements  of  the  Com- 
modity Exchange  Act.  Of  course,  in- 
herent in  that  responsibility  in  both 
regulatory  and  enforcement  discretion 
to  interpret  and  apply  the  act  consist- 
ent with  the  mandate  of  Congress  and 
the  public  interest.  I  am  pleased  the 
Commission  has  undertaken  to  study 
the  complex  field  of  possible  off-ex- 
change instruments  and  look  forward 
to  receiving  testimony  on  their  report 
when  that  study  is  concluded.  Ulti- 
mately, the  decision  whether  to  alter 
the  statute  rests  with  Congress,  and 
only  with  Congress. 

Finally,  the  distinguished  Senator 
from  Illinois  has  correctly  recognized 
that  existing  legal  requirements 
remain  undisturbed  by  this  legislation. 
Further,  the  legislation  that  we  are 


considering  today  has  no  effect  on  the 
respective  jurisdictions  of  the  CFTC 
and  the  SEC  as  delineated  in  the 
CFTC-SEC  jurisdictional  agreement. 
Nonexchange  traded  commodity  op- 
tions have  been  the  subject  of  some  of 
the  largest  customer  protection  scan- 
date  in  the  last  two  decades.  In  con- 
trast, exchange  traded  options  have 
become  very  valuaMe  commercial  risk- 
shifting  instruments  in  recent  years 
with  no  reported  customer  protection 
problems.  I  am  confident  the  Commis- 
sion will  continue  to  adhere  to  the 
congressional  mandate  in  its  regula- 
tion of  trading  in  commodity  options. 

Mr.  President,  while  I  have  the 
floor,  I  would  like  to  make  a  short 
opening  statement. 

For  many  years  U.S.  futures  markets 
have  played  an  important  role  in  the 
economy  by  facilitating  hedging  and 
pricing  activities.  Farmers  and  busi- 
nessmen alike  have  used  these  mar- 
kets to  hedge  selling  prices  and  input 
costs.  The  entire  international  econo- 
my depends  on  futures  markets  for 
their  price  discovery  functions. 

I  make  that  point  at  the  outset,  Mr. 
President,  because  clearly  that  is  the 
basic  fundamental  understanding  that 
one  must  have  as  to  why  we  are  in  the 
process  of  having  futures  markets;  it  is 
because  they  have  a  price  discovery 
function.  And  our  entire  economy,  not 
only  nationally  but  internationally, 
now  depends  upon  that. 

The  Commodity  Futures  Trading 
Commission  was  created  in  1975  in 
order  that  a  single  Federal  agency 
would  have  responsibility  for  develop- 
ing an  efficient  and  effective  regula- 
tory program  for  a  growth-oriented  fu- 
tures industry.  Prior  to  this  time,  some 
futures  markets  were  regulated  by  the 
Department  of  Agriculture  and  the 
Department  of  Commerce  while 
others  were  unregulated  altogether. 

In  1975,  futures  trading  was  limited 
mostly  to  contracts  on  agricultural 
commodities  and  precious  metals. 
Today,  in  addition  to  traditional  fu- 
tures markets  such  as  gold,  silver,  and 
live  cattle,  futures  contracts  have 
grown  to  include  a  diverse  group  of  in- 
struments ranging  from  Treasury 
bond  futures  to  futures  based  upon 
the  Consumer  Price  Index.  In  1975, 
approximately  26  million  contracts 
were  traded.  It  is  estimated  that 
nearly  169  million  futures  and  options 
contracts  were  traded  in  1985. 

While  futures  activity  has  increased 
sixfold  during  this  period,  the  enforce- 
ment resources  available  to  the  Com- 
mission have  increased  by  only  17  per- 
cent. The  creation  of  a  self-regulatory 
body  in  1982— the  National  Futures 
Association— has  helped  the  regulator 
keep  pace  with  this  industry.  The 
NFA's  annual  budget  now  exceeds  $18 
million  of  funds  generated  by  member- 
ship user  fees.  In  addition,  the  1982 
legislation  eased  some  of  the  Conmiis- 
sion's  regulatory  burden  by  allowing 


States  to  vigorously  pursue  all  off-ex- 
change trading. 

The  Senate  Agriculture  Committee's 
task  in  1982  was  a  diffkult  one  and 
the  reforms  we  approved  were  com- 
plex and  comprehensive.  This  year's 
reautksffbjtkMi,  hijwsw.  sroijosee  far 
less  ggatflHiiit  luo^mtaltuna  «d  the 
ComMRHltty  Exchange  Aet.  The  oom- 
mittee  held  2  days  of  hearings  earlier 
this  year  and  the  calls  for  new  reform 
of  the  Commodity  Exchange  Act  were 
very  limited. 

The  committee  bill  empowers  the 
Commission  to  serve  administrative 
subpoenas  on  persons  located  outside 
the  United  States  in  order  to  ensure 
attendance  of  such  persons  at  Com- 
mission investigative  hearings.  Foreign 
citizens  and  those  U.S.  citizens  located 
outside  the  territorial  United  States 
are  free  to  participate  in  our  futures 
markets.  This  provision  simply  makes 
clear  that  these  participants  will  be 
held  accountable  for  wrongful  actions 
in  a  manner  similar  to  market  partici- 
pants who  are  located  in  the  United 
States.  This  provision  does  not  author- 
ize the  Commission  to  act  without  con- 
sidering pertinent  international  fac- 
tors. 

This  legislation  also  authorizes  the 
Commission  to  seek  appointment  of  a 
temporary  receiver  on  an  ex  parte 
basis  in  order  to  protect  books, 
records,  and  assets.  The  period  be- 
tween the  issuance  of  an  ex  parte  re- 
straining order  and  the  hearing  on  the 
application  for  the  appointment  of  a 
receiver  may  be  as  long  as  15  to  20 
days.  During  this  critical  period,  an  in- 
dependent person  should  be  present  to 
manage  the  operations  of  the  business 
in  order  to  prevent  disposition  of 
assets,  books,  records,  and  other  vital 
documents. 

Without  question,  the  most  contro- 
versial aspect  of  this  bill  is  an  amend- 
ment recommended  by  the  Commis- 
sion that  prohibits  Federal  regulation 
of  leverage  contracts.  Without  such 
regulation,  leverage  contracts  would 
be  considered  off -exchange  future  con- 
tracts and  subject  to  more  stringent 
and  less  uniform  State  regulation. 

The  Commodity  Exchange  Act  re- 
quires that  futures  contracts  be  traded 
on  federally  registered  futures  ex- 
changes. Despite  the  fact  that  the 
Commission  determined  that  leverage 
contracts  are  indeed  futures  contracts 
in  disguise,  the  Congress  has  histori- 
cally voted  to  regulate  leverage  sepa- 
rately from  futures  contracts  which 
has  allowed  them  to  proceed  virtually 
without  regulation.  The  committee  bill 
eliminates  this  disparity  between  le- 
verage contracts  and  futures  contracts. 
It  requires  that  leverage  contracts  be 
traded  on  registered  futures  ex- 
changes or  else  come  under  the  juris- 
diction of  State  regulation.  Most  ana- 
lysts agree  that  either  option  would 
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likely  close  out  the  current  leverage 
business. 

At  the  moment,  the  leverage  indus- 
try is  limited  to  just  two  firms.  The 
committee  bill  requires  a  2-year  delay 
in  the  implementation  of  the  leverage 
changes  in  order  to  give  ample  time 
for  the  two  existing  leverage  firms  to 
adapt  their  business  operations  to 
these  changes.  The  Commission  testi- 
fied that  leverage  firms  could  continue 
to  sell  their  goods  under  a  cash  and 
carry  arrangement  which  would  not  be 
prohibited  under  the  Commodity  Ex- 
change Act. 

The  committee  bill  also  gives  the  Na- 
tional Futures  Association  greater  au- 
thority to  impose  disciplinary  actions 
upon  its  members.  Under  present  law, 
any  aggrieved  person  may  appeal  an 
NPA  disciplinary  action  to  the  Com- 
mission and  the  filing  of  such  an 
appeal  triggers  an  automatic  stay  of 
the  disciplinary  action.  While  the 
Commission  may  lift  the  stay  under 
current  law,  it  may  do  so  only  after 
notice  and  opportunity  for  a  hearing. 
Hence,  the  disciplinary  action  may  be 
rendered  ineffective  particularly  when 
prompt  action  is  necessary  in  order  to 
protect  markets  and  customer  ac- 
counts. While  the  Commission  would 
retain  its  authority  to  grant  such  a 
stay,  the  committee  bill  deletes  the 
automatic  stay  requirement. 

The  current  statute  makes  it  a 
felony  for  a  Commissioner  or  Commis- 
sion employee  to  participate,  directly 
or  indirectly,  in  commodity  futures 
and  options  markets.  The  committee 
bill  eases  these  restrictions  and  au- 
thorizes the  Commission  to  allow  par- 
ticipation in  those  instances  where  a 
conflict  of  interest  does  not  exist.  The 
broad  prohibition  under  current  law 
has  become  increasingly  burdensome 
to  the  Commission  and  its  employees 
as  the  futures  and  options  markets 
continue  to  expand  into  new  areas. 
Many  mutual  funds  and  investment 
portfolios  now  use  these  markets  as 
part  of  their  day-to-day  investment 
strategy.  In  order  to  attract  the  most 
competent  personnel,  the  Commission 
cannot  deny  its  employees  the  use  of 
legitimate  investment  opportunities 
provided  that  nonpublic  information  is 
not  being  used  for  such  purposes. 

Finally,  the  committee  bill  reauthor- 
izes the  Commodity  Exchange  Act  for 
a  period  ending  September  30.  The 
Commodity  Futures  Trading  Commis- 
sion has  a  total  budget  of  less  than  $30 
million  and  a  reauthorization  process 
adds  a  significant  burden  to  their  al- 
ready limited  resources.  I  believe  their 
performance  has  been  outstanding  in 
the  last  4  years.  The  Commission's 
effort  at  providing  efficient  and  effec- 
tive regulation  warrant  a  longer  reau- 
thorization period  in  order  to  provide 
some  long-term  stability  to  their  regu- 
latory program. 

To  summarize,  Mr.  President,  this 
legislation  does  not  propose  significant 


changes  to  the  Commodity  Exchange 
Act  as  was  the  case  in  1982.  Since  en- 
actment of  the  1982  amendments,  the 
Commission  has  discovered  a  few  areas 
where  their  oversight  authority  re- 
mains inadequate.  Except  for  the  le- 
verage issue  which  will  be  discussed  at 
some  length  here  today  and  in  the 
conference  committee,  we  are  simply 
attempting  to  further  clarify  and 
refine  the  intent  of  the  1982  amend- 
ments. I  am  hopeful  that  my  col- 
leagues will  assist  me  in  seeking 
prompt  approval  of  this  legislation. 

D  1740 

Mr.  HELMS.  Mr.  President,  I  believe 
the  Senator  from  South  Dakota  has 
an  amendment. 

Mr.  ABDNOR.  I  thank  the  chair- 
man. That  is  correct. 

AMENDMENT  NO.  2898 

(Purpose:  To  remove  the  application  of  the 
Commodity  Exchange  Act  to  the  trading 
of  cattle) 
Mr.  ABDNOR.  Mr.  President,  I  send 

an  amendment  to  the  desk  and  ask  for 

its  immediate  consideration. 
The    PRESIDING    OFFICER.   The 

amendment  will  be  stated. 
The  legislative  clerk  read  as  follows: 
The   Senator    from   South    Dakota    [Mr. 

Abdnor]     for     himself.     Mr.     Boren.     Mr. 

Wallop,    and    Mr.    Simpson,    proposes    an 

amendment  numbered  2898. 

Mr.  ABDNOR.  I  ask  unanimous  con- 
sent that  further  reading  be  dispensed 
with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

At  the  end  of  the  bill,  add  the  following 
new  section: 

SKt.  N«»NAPF1.K  ABILITY  OP  COMMODITY   KX- 

(  1IAN(;K  A(  T  to  TKAIIINt:  (IK  (  .ATTI.K. 

(a)  Definition  of  Commodity.— The  third 
sentence  of  section  2(a)(1)(A)  of  the  Com- 
modity Exchange  Act  (7  U.S.C.  2)  is  amend- 
ed- 

(1)  by  inserting  "(other  than  cattle)"  after 
"livestock":  and 

(2)  by  inserting  "and  cattle"  after  "except 
onions  as  provided  in  Public  Law  85-839". 

(b)  Report  on  Hedging. —The  last  sen- 
tence of  4a(3)  of  such  Act  (7  U.S.C.  6a(3))  is 
amended  by  striking  out  "cattle,  hog,  or 
pork"  and  inserting  in  lieu  thereof  "hog  or 
pork". 

(c)  Application  of  Amendments.— The 
amendments  made  by  this  section  shall  not 
apply  to  a  contract  of  sale  of  cattle  for 
future  delivery  that  was  entered  into  before 
October  3.  1986. 

Mr.  ABDNOR.  Mr.  President,  I  ask 
for  the  yeas  and  nays  on  this  amend- 
ment. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

amendment  no.  2899 

(Purpose:  To  remove  the  application  of  the 
Commodity  Exchange  Act  to  the  trading 
of  cattle) 
Mr.  ABDNOR.  Mr.  President,  I  send 

a   second-degree    amendment    to    the 


desk  and  ask  for  its  immediate  consid- 
eration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 
The  legislative  clerk  read  as  follows: 
The  Senator  from  South  Dakota  [Mr. 
Abdnor]  for  himself,  Mr.  Boren,  Mr. 
Wallop,  and  Mr.  Simpson,  proposes  an 
amendment  numbered  2899  to  amendment 
numbered  2898. 

Mr.  ABDNOR.  Mr.  President,  I  ask 
unanimous  consent  that  further  read- 
ing of  the  amendment  be  dispensed 
with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

Strike  all  after  the  word  "Sec."  and  insert 
in  lieu  thereof  the  following: 

nonapplicability  of  commodity  exchange 
act  to  trading  of  cattle 

(a)  Definition  of  Commodity.— The  third 
sentence  of  section  2(a)(1)(A)  of  the  Com- 
modity Exchange  Act  (7  U.S.C.  2)  is  amend- 
ed- 

(1)  by  inserting  "(other  than  cattle)"  after 
"livestock":  and 

(2)  by  inserting  "and  cattle"  after  "except 
onions  as  provided  in  Public  Law  85-839". 

(b)  Report  on  Hedging.— The  last  sen- 
tence of  4a(3)  of  such  Act  (7  U.S.C.  6a(3))  is 
amended  by  striking  out  "cattle,  hog,  or 
pork"  and  inserting  in  lieu  thereof  "hog  or 
pork". 

(c)  Application  of  Amendments.— The 
amendments  made  by  this  section  shall  not 
apply  to  a  contract  of  sale  of  cattle  for 
future  delivery  that  was  entered  into  before 
the  date  of  enactment  of  this  Act. 

Mr.  ABDNOR.  Mr.  President,  today 
I  am  offering  an  amendment  along 
with  my  colleagues  Senators  Boren, 
Wallop,  and  Simpson,  to  eliminate 
cattle  as  a  subject  for  trading  on  the 
commodity  futures  market.  Simply 
said,  our  legislation  delists  the  two 
contracts  of  cattle  from  the  futures 
market. 

The  call  to  ban  cattle  futures  comes 
from  cattlemen  themselves.  The  stock- 
grower  and  cattlemen  associations  of 
South  Dakota,  North  Dakota,  Colora- 
do, Wyoming,  Montana,  and  Arizona 
all  have  passed  resolutions  calling  for 
the  elimination  or  suspension  of  cattle 
futures  trading.  The  American  Cow- 
man's Association  has  requested  that 
the  Chicago  Merchantile  Exchange 
and  the  Commodity  Futures  Trading 
Commission  permanently  drop  live 
cattle  and  feeder  cattle  futures.  Addi- 
tionally, petitions  calling  for  the  ban 
on  cattle  futures  have  been  circulated 
in  some  30  States. 

I  have  here  with  me  some  of  these 
petitions.  There  are  over  13,000  signa- 
tures on  these  petitions,  13,698  to  be 
exact,  from  cattlemen,  bankers,  agri- 
businessmen,  and  others  who  all  be- 
lieve that  cattle  futures  should  be 
eliminated.  These  signatures  come 
from  all  over  the  United  States  includ- 
ing South  Dakota. 

I  wish  to  take  a  second  so  you  can 
see  these  are  genuine.  I  hope  my  col- 
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leagues will  see  that,  to  this  very  day, 
are  still  coming  in  from  all  places. 

I  just  cannot  help  but  think  that 
when  we  see  this  kind  of  response,  a 
voluntary  one— it  was  not  Senator 
Abdnor  who  started  this  movement.  It 
was  a  request  by  the  people  who  would 
normally  use  futures,  they  thought 
they  were  so  wonderful  and  desirable, 
and  still  are  saying  this  should  be 
eliminated  and  have  brought  in  these 
petitions.  As  I  said,  these  petitions  and 
signatures  come  not  only  from  my 
State  but  Oklahoma,  North  Dakota. 
Wyoming,  Kansas,  Nebraska,  Texas, 
Illinois,  Missouri,  Alabama.  Arkansas. 
Arizona,  Georgia.  Louisiana.  Wiscon- 
sin, California,  Florida.  South  Caroli- 
na, New  Mexico.  Kentucky.  Pennsylva- 
nia. Ohio,  Maryland,  Hawaii,  Michi- 
gan, Nevada.  West  Virginia,  Indiana, 
Washington,  Idaho,  Oregon,  Minneso- 
ta, and  others. 

So  let  me  make  it  clear  at  this  time 
that  this  is  a  response  from  far  more 
than  just  the  cattlemen  of  my  State  of 
South  Dakota. 

The  live  cattle  futures  were  created 
in  late  1964  and  the  feeder  cattle  fu- 
tures in  1971.  Last  year  there  were 
more  than  5  million  such  cattle  fu- 
tures contracts  traded  at  the  Chicago 
Mercantile  Exchange  [CMEl. 

When  the  cattle  futures  market  was 
established,  cattlemen  were  told  that 
it  would  help  stabilize  the  cattle 
market  and  be  good  for  the  cattle  in- 
dustry. Cattlemen  in  my  home  State 
of  South  Dakota  and  across  the 
Nation  are  saying  that  the  futures 
have  not  stabilized  the  market.  In  fact, 
most  cattlemen  would  argue  that  fu- 
tures markets  have  made  markets 
more  volatile  during  the  last  year. 

Within  2  months  last  spring,  there 
were  14  limit  or  near-limit  moves  in 
live  cattle  contracts.  One  daily  limit 
move  of  $1.50  per  hundredweight  re- 
sults in  a  $16.50  per  head  change  in 
the  value  of  a  1,100-pound  steer.  Such 
volatility  was  dramatically  illustrated 
on  the  heels  of  the  announcement  of 
cow  slaughter  numbers  under  the  Gov- 
ernment's Dairy  Cow  Termination 
Program. 

During  the  period  from  1960  to  1964. 
the  difference  between  the  high  and 
low  end  of  the  fed  cattle  market  was 
23.6  percent.  This  timeframe  is  before 
live  cattle  futures  were  established.  In 
1985  alone,  however,  the  fed  cattle 
market  moved  21  percent.  That's  a  21- 
percent  change  in  just  1  year  with  fu- 
tures as  compared  to  a  23.6-percent 
change  over  a  period  of  5  years  with- 
out futures. 

Perhaps  the  November  16.  1983,  edi- 
tion of  Farm  Talk  stated  the  senti- 
ment of  cattlemen  best  when  it 
argued: 

The  futures  markets  have  become  so 
hyper-responsive  to  rumor,  supply  and 
demand  estimates  and  so  inter-related  to 
such  things  as  the  price  of  gold,  silver,  treas- 
ury bills  and  foreign  exchange  rates,  that 


they  are  but  tenuously  connected  to  the 
real  world.  Futures  trading  is  geared  to  ben- 
efit those  with  inside  information  and  those 
with  tremendous  market  clout.  Unfortu- 
nately, beef  producers  have  neither. 

A  system  cant  be  right  with  non-produc- 
ers set  and  oversee  the  rules,  when  non-pro- 
ducens  influence  the  price  of  commodities 
they  never  own  and  never  intend  to  own. 

I  am  not  going  to  argue  that  volatili- 
ty in  cash  prices  of  cattle,  measured  in 
percentage  terms,  has  increased  since 
the  creation  of  futures.  Studies  done 
by  the  CME  have  indicated  that  vola- 
tility declined  following  the  introduc- 
tion of  futures,  but  even  in  the  words 
of  the  CME: 

None  of  these  declines  proved  to  be  statis- 
tically significant.  (The  Impact  of  the 
Cattle  Futures  Market  on  the  Cash  Market: 
An  Analysis  of  Current  Concerns:  Chicago 
Mercantile  Exchange.  July  22.  1986) 

I  would  like  to  note  that  the  CME 
studies  compared  to  an  11-year  period 
of  variability  in  weekly  steer  prices 
before  futures  with  a  22-year  period 
following  the  introduction  of  futures. 
I'm  not  a  trained  economist,  but  I  feel 
it's  unorthodox  to  compare  an  11-year 
period  with  a  22-year  period. 

I  also  would  like  to  point  out  that 
cattle  price  volatility  measured  in  dol- 
lars rather  than  percentage  terms  was 
higher  during  the  22  years  following 
futures.  During  the  first  week  after 
the  March  28.  1986,  dairy  buyout  an- 
nouncement, for  example,  the  panhan- 
dle price  for  cattle  dropped  almost  9 
percent. 

Mr.  President,  one  of  the  things  that 
really  angers  cattlemen  and  me  is  that 
the  livelihoods  of  cattlemen  are  being 
controlled  by  speculators  playing  the 
futures  markets.  The  rough-faced  and 
windburned  cattleman  has  no  control 
over  the  price  he  receives.  It  is  con- 
trolled by  speculators. 

In  the  May  29,  1986,  issue  of  Live- 
stock Weekly,  Wade  Choate  of  San 
Angelo,  TX,  states  the  following  in  his 
letter  to  the  editor: 

As  I  see  it.  the  futures  have  taken  control 
of  our  live  market  and  have  given  it  to 
people  who  have  no  interest  in  our  business. 

Probably  the  worst  thing  about  the  fu- 
tures is  that  they  have  so  much  leverage  on 
us.  One  load  of  live  cattle  will  cost  about 
$20,000  to  place  on  feed.  The  futures  trader 
can  buy  about  29  contracts  or  loads  with  the 
same  money  that  we  have  to  put  up  to  buy 
one  pen  of  cattle.  They  can  push  us  around 
very  easily. 

I  am  not  complaining  as  a  result  of  being 
on  the  wrong  side.  Our  brokers  would  tell 
you  that  the  futures  have  been  very  good  to 
us  personally  the  last  two  years.  My  com- 
plaint is  because  of  what  they  are  doing  to 
our  industry. 

Incidentally.  I  stepped  into  a  local  com- 
modity office  a  little  while  ago.  There  were 
seven  people  playing  the  cattle  commod- 
ities: one  lawyer,  three  construction  people, 
one  beer  joint  operator  and  just  two  of  us 
cow  traders. 

Still  another  problem  with  cattle  fu- 
tures is  that  futures  prices  affect  cash 
prices.  Immediately  following  the 
March  28  dairy  buyout  announcement. 


both  futures  and  cash  prices  plunged. 
But  why  did  the  cash  prices  plunge? 
Not  a  single  dairy  cow  had  been 
slaughtered. 

In  the  May  29.  1986,  edition  of  the 
Western  Liverstock  Journal,  Pete 
Crow  of  Albuquerque,  NM,  states: 

The  commodities  markets  control  the 
cash  market.  What  seems  to  have  happened 
is  we  have  removed  supply  and  demand 
from  the  market  and  have-  created  future 
supply  and  future  demand,  for  which  you 
need  a  crystal  ball  to  forecast.  The  fact  of 
the  matter  is  that  the  futures  markets  are 
out  of  control  and  are  not  working  to  the 
benefit  of  most  producers  or  feeders. 

Another  well-stated  argument  about 
the  futures'  influence  on  cash  prices  is 
made  by  even  those  who  have  made 
their  living  on  the  floor  of  the  CME. 

In  the  April  24,  1986.  issue  of  Dro»> 
vers  Journal,  which  is  a  mighty  well 
respected  publication.  Marvin  J. 
Walter  of  Carriage  House  Meat  and 
Provision  Co..  Inc.,  in  Ames,  lA,  writes: 

As  one  who  for  a  period  of  time  made  a 
living  as  a  floor  trading  member  of  the  Mer- 
cantile. I  feel  more  sure  now  than  ever 
before  that  the  entire  cattle  industry  Is  suf- 
fering serious  setbacks  because  of  the  way 
trading  activity  moves  the  cash  beef  market 
both  up  and  down.  Until  this  became  so  ap- 
parent. I  was  never  critical  of  the  futures 
market  and.  in  fact,  felt  it  was  a  very  viable 
tool  in  the  marketing  process. 

Probably  the  most  damaging  force 
emerges  on  the  floor  of  the  exchange  by 
floor  traders  and  the  mob  psychology'  cre- 
ated when  they  are  successful  in  pushing 
the  market  in  one  direction  for  a  prolonged 
period  of  time.  Recently,  of  course,  this 
movement  has  worked  to  the  detriment  of 
the  cattle  industry  as  floor  traders  continue 
to  add  to  their  short  positions  on  the  basis 
of  some  exaggerated  rumors  that  in  most 
cases  they  help  create  and  foster. 

Because  packers  have  no  real  incentive  to 
step  into  the  live  cattle  market  and  bid' up 
prices  with  a  rapidly  declining  futures 
market  and  a  higher  percentage  of  their 
needs  tied  up  in  contracts,  the  live  market 
collapses  also.  Because  retailers  and  other 
large  beef  u.sers  see  the  futures  market 
dropping  and  they  have  a  percentage  of 
their  purchases  made  against  a  contract, 
they  have  no  real  interest  in  stepping  into  a 
declining  market.  Why  buy  today  when  we 
can  buy  cheaper  later  as  they  futures 
market  continues  to  decline? 

A  very  good  example  of  this  was  seen  on 
April  3  when  the  futures  market  opened  and 
appeared  to  stabilize,  and  the  cash  beef 
market  was  called  steady.  Suddenly,  the 
floor  started  selling  heavily  and  moved  the 
futures  down  the  limit.  By  late  afternoon 
the  bottom  fell  out  of  the  cash  market  and 
it  was  quoted  $1  to  $2.50  lower.  This  all  hap- 
pened even  though  slaughter  numbers  were 
not  abnormally  high  and  the  live  cattle 
market  was  already  abnormally  low. 

I  suggest  this  just  doesn't  happen.  The  fu- 
tures market  has  far  too  much  influence 
and  control  of  the  cash  and  it  is  getting  to 
be  a  serious  situation.  The  cattle  industry  is 
being  crippled  in  the  process. 

Because  a  preponderance  of  those  of  us  in 
the  cattle  and  beef  industry  are  free  enter- 
prise entrepreneurs,  we  are  hesitant  to  in- 
terfer  with  this  bastion'  of  our  economy 
and  marketing  system.  Rather,  we  sit  on  the 
sidelines  and  see  an  entire  industry  devas- 
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tated  .  .  .  Something  must  be  done  and  I 
urge  all  people  interested  in  this  business  to 
raise  their  voices  and  ask  that  this  nonsense 
be  stopped. 

The  Chicago  Mercantile  Exchange 
does  not  have  a  rule  prohibiting  or 
limiting  short  selling  on  a  downward 
market.  The  New  York  Stock  Ex- 
change, however,  has  such  a  nde.  The 
big  board's  rule  to  prohibit  selling 
short  on  the  heels  of  a  transaction 
which  produced  a  price  decline  or  no 
change  in  price  was  instituted  in  the 
1930's  when  such  short  selling  was  dis- 
covered to  be  a  common  way  to  delib- 
erately depress  stock  shares.  The  big 
board's  rule  therefore  bars  short  sell- 
ing except  where  the  last  transaction 
in  a  stock  resulted  in  a  price  increase, 
or  uptick. 

I  am  not  asserting  that  there  is  wide- 
spread manipulation  in  cattle  futures. 
Although  many  cattlemen  across  the 
Nation  may  believe  such,  I  cannot  sub- 
stantiate their  claim.  Personally,  I 
tend  to  agree  with  cattlemen  on  this 
subject,  but  manipulation  is  difficult 
to  discover  and  prove. 

It  has  been  suggested  for  years  that 
a  similar  rule  be  initiated  for  commod- 
ity futures  trading.  Very  simply,  the 
rule  would  prohibit  selling  short 
unless  the  trader  had  a  legitimate  long 
hedge  position  or  unless  the  transac- 
tion takes  place  during  an  uptick  in 
the  market. 

It  is  interesting  to  note  that  even 
large  feeders  who  have  used  the  fu- 
tures markets  for  years  now  advocate 
delisting  the  two  contracts  of  cattle  on 
the  futures  market.  Such  is  the  case 
with  Paul  Engler,  president  of  Cactus 
Feeders,  Inc.,  the  Nations  largest 
cattle  feeding  operation.  I  would  like 
to  read  for  the  Record  a  portion  of  an 
article  highlighting  Paul  Engler's 
thoughts  which  appeared  in  the  June 
1986  issue  of  National  Cattlemen. 

ENGLER  ADVOCATES  DELISTING 

Paul  Engler.  president  of  Cactus  (Texas) 
Feeders.  Inc.,  the  nation's  largest  feeding 
business,  says  flatly  that  the  industry 
should  work  to  get  cattle  futures  contracts 
delisted.  Engler  says  that  the  only  economic 
justification  for  any  futures  contract  is  that 
it  (1)  is  a  useful  risk  management  tool  and 
(2)  provides  a  price  discovery  mechanism. 
The  cattle  contract,  he  says,  does  neither. 

Engler  long  has  used  futures,  but  he 
always  has  questioned  if  the  cattle  contract 
is  a  viable  one.  Cattle,  as  compared  with 
soybeans,  for  example,  are  not  really  a  de- 
liverable commodity,  he  says,  and  the  con- 
tract has  suffered  from  the  lack  of  long 
hedgers.  Theoretically,  the  packer  should  be 
a  long  hedger.  but  has  not  participated  that 
way. 

Compounding  the  problem  was  1984  tax 
legislation,  Engler  added.  This  legislation  ef- 
fectively eliminated  spreads  and  straddles, 
and  that  eliminated  much  of  the  speculator 
interest  in  the  back  months.  There  thus  is 
less  liquidity  in  the  back  months. 

There  definitely  is  a  dovmward  bias  in  the 
futures,  Engler  says.  The  normal  hedgers 
(cattlemen)  must  sell  short,  and  there  is  not 
enough  long  hedger  or  speculator  interest 
on  the  other  side. 


■The  futures  now  have  an  overwhelming 
effect  on  the  cash  markets,"  Engler  said. 
"People,  including  retailers  and  packers, 
watch  the  board  and  make  buy  and  sell  deci- 
sions in  the  cash  markets  on  the  basis  of  the 
futures." 

Engler  urges  that  action  to  delist  the 
cattle  contract  be  taken  now.  "Cattle  num- 
bers are  going  down,"  he  notes.  "Were  turn- 
ing the  corner  on  fat  and  cholesterol.  The 
next  five  years  could  be  good.  But  the 
golden  years  will  not  come  to  pass  if  we 
keep  the  futures. 

Those  who  have  suffered  the  most 
from  futures,  Engler  says,  are  the 
basic  producers  and  ranchers.  They 
cannot  use  the  contract,  and  they 
have  felt  most  of  the  price  pressure. 

Mr.  Engler  points  out  the  most  ap- 
propriate reason  for  eliminating  cattle 
futures— that  is,  the  shortage  of  long 
hedgers  which  results  in  a  downward 
bias  in  the  market. 

Cattlemen  are  the  short  hedgers  in 
the  market.  They  are  the  ones  that 
must  sell  their  products.  The  problem 
is  that  there  are  six  times  more  short 
hedgers  in  the  market  than  long  hedg- 
ers. If  there  are  six  times  more  sellers 
than  buyers,  this  puts  downward  pres- 
sure on  the  market.  For  various  rea- 
sons, legitimate  buyers  of  cattle  like 
retailers  and  packers  have  not  used  fu- 
tures to  a  great  extent  for  long  hedges. 
This  is  why  a  downward  bias  exists. 

Mr.  President,  there  are  those  who 
say  that  we  should  not  adopt  my 
amendment  now,  that  we  should  study 
this  issue  before  we  act.  Let  me  tell 
you  that  cattlemen  in  the  United 
States  are  sick  and  tired  of  studies  and 
delays.  How  long  must  this  Congress 
study  an  issue  before  we  act?  Should 
we  wait  1  year,  2  years,  or  10  years  and 
let  the  cattle  business  die  in  the  mean- 
time? 

No,  we  should  take  action  on  this 
issue  now.  Cattlemen  from  across  the 
country  are  demanding  that  cattle  fu- 
tures be  banned.  Some  say  that  we 
should  wait  for  the  results  of  the  ref- 
erendum being  conducted  by  the  Na- 
tional Cattlemen's  Association  [NCA] 
before  we  take  action.  Well,  the  NCA 
poll  results  will  not  be  available  for 
another  30  to  60  days  at  which  time 
this  bill  will  be  passed  and  Congress  is 
adjourned. 

Study,  study,  study.  That  is  all  this 
Congress  does  when  it  faces  a  tough 
issue.  I  say  the  time  for  studies  has  ex- 
pired and  that  it  is  the  day  of  reckon- 
ing. Cattlemen  across  the  Nation  want 
to  know  who  is  for  eliminating  futures 
and  who  is  not. 

Cattlemen  across  the  country  are  de- 
manding that  cattle  futures  be  elimi- 
nated. They  feel  that  instead  of  being 
a  tool  which  they  can  use.  the  futures 
have  become  a  leg  iron  which  is  con- 
tributing to  the  problems  being  faced 
by  the  cattle  industry. 

Some  say  that  cattlemen  are  looking 
for  a  scapegoat  to  blame  for  the  prob- 
lems they  are  facing.  I  submit  to  my 
colleagues  that  cattle  futures  are  part 


of  the  problem.  The  inherent  down- 
ward bias  in  the  futures  market,  the 
effect  of  futures  on  cash  market 
prices,  the  control  that  speculators 
have  on  the  prices  received  by  real 
cattlemen,  and  the  recent  volatility  in 
futures  prices— all  are  compelling  rea- 
sons why  cattle  futures  showkJ  be 
eliminated. 

The  legitimate  producers  of  beef  are 
calling  for  elimination  of  cattle  fu- 
tures. We  should  lieed  their  call. 

Mr.  President  I  ask  for  the  yeas  and 
nays  on  my  second-degree  amendment. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

There  is  a  sufficient  second. 

The  yeas  and  nays  were  ordered. 

Mr.  SIMPSON.  Mr.  President,  I  com- 
mend my  friend  from  South  Dakota, 
my  neighbor  from  a  neighboring 
State,  as  I  always  do  on  these  agricul- 
tural issues.  Again,  he  has  done  a 
splendid  job  of  presenting  a  situation 
which  is  very  clear. 

Last  spring.  I  joined  others  of  my 
colleagues  to  express  our  deep  dis- 
pleasure and  concern  over  the  effect 
that  the  USDA  Dairy  Termination 
Program  had  on  beef  cattle  prices, 
cash  prices,  doing  that  both  through 
letters  to  the  Secretary  of  Agriculture 
and  on  the  Senate  floor.  That  was  an 
ill-advised  termination  program  divid- 
ed into  three  disposal  periods.  I  will  - 
not  go  into  the  history  of  that.  Yet. 
nearly  two-thirds  of  the  total  number 
of  cattle  under  that  whole-herd  dairy 
buyout— that  number  to  be  slaugh- 
tered under  the  program— were  to  be 
disposed  of  prior  to  August  31,  1986. 
That  was  hardly  what  we  would  call 
an  orderly  marketing  procedure,  and 
that  was  in  that  bill. 

I  am  appalled  by  the  absolute  havoc 
that  this  program  has  had  on  western 
cattle  ranchers  in  South  Dakota,  Wyo- 
ming, Montana,  North  Dakota,  Ne- 
braska, Colorado— anywhere  there  are 
cattle  ranchers— who  take  nothing  out 
of  the  Federal  till,  while  everybody 
comes  in  here  and  jabs  around  in  the 
farm  bill  and  picks  about  31  billion 
bucks  out  of  the  stack,  and  the  poor, 
old  cowboy  gets  nothing;  at  least,  I 
have  not  seen  him  get  anything. 

Here  comes  the  whole-herd  dairy 
buyout,  and  here  comes  this  peculiar 
business  with  the  commodity  ex- 
change. When  they  dumped  the  1  mil- 
lion head  of  dairy  cattle  into  this  pa- 
thetically weak  market,  the  value  of 
beef  was  cut  by  about  5  billion  bucks 
in  one  fell  swoop. 

D  1800 

Beef  cattle  inventories  are  at  the 
very  lowest  levels  since  1962. 

We  find  American  cattle  ranchers  do 
not  have  their  hands  out  at  the  Feder- 
al till  seeking  agricultural  price  sup- 
ports. They  have  always  tried  to  exer- 
cise a  market  discipline. 
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Now,  after  years  of  low  prices  and 
drought  and  high  interest,  and  the  re- 
lease of  these  additional  cattle  on  the 
market,  it  has  really  been  the  death 
knell  for  the  western  cattlemen,  those 
uncomplaining,  independent  western 
ranchers,  and  at  the  hand  of  a  subsi- 
dized industry  no  less. 

So  I  have  been  looking  at  the  impact 
of  these  future  trading  issues  on  the 
cash  price  of  cattle.  I  realize  that  the 
Commodity  Futures  Trading  Commis- 
sion completed  its  own  study  which 
oddly  enough  and  surprisingly  enough 
said  there  was  no  manipulation.  Any 
further  study,  I  think,  should  consider 
the  elements  that  many  cattlemen 
have  often  stressed  to  me  and  I  am 
sure  to  the  Senator  from  South 
Dakota,  the  impact  of  the  large  trad- 
ers, the  shortage  of  the  long  hedgers, 
and  the  use  of  the  futures  market  by 
actual  real  honest-to-God  cattlemen. 
That  does  not  happen  very  often. 

Since  I  have  been  nosing  around  in 
the  matter  I  discover  yet  another 
study  has  been  completed.  That  one 
was  done  by  a  John  Helmuth,  a  staff 
economist  for  the  Committee  on  Small 
Business,  and  covered  a  16-month 
period,  January  1978  to  April  1979. 
That  study  found  that  90  percent  of 
the  long  or  the  buying  side  of  the 
market  were  speculators  while  the 
largest  traders,  the  grain  companies, 
the  meatpackers  and  commercial  feed 
lots  were  usually  on  the  short  or  sell- 
ing side  of  the  market. 

That  is  a  lopsided  composition  of 
traders  in  the  cattle  futures  market.  It 
is  a  bad  situation  for  cattle  producers, 
and  the  slightest  negative  news  causes 
the  speculators  to  move  out  of  their 
positions.  They  are  just  scurrying  out 
of  their  positions  very  quickly.  That 
creates  an  overload  of  sellers  with  few 
buyers. 

When  the  market  moves  the  limit 
down  in  1  day  the  buyers  put  off  their 
purchase  decisions  until  they  think 
the  market  has  hit  bottom  and  that 
leads  to  chaos. 

There  is  no  corresponding  action 
then  on  the  other  side  and  the  hedg- 
ers place  their  sell  orders  as  these 
profitable  levels  are  reached. 

Those  are  the  two  actions  that 
create  a  downward  bias  in  the  market 
and  it  is  very  much  a  no-win  situation 
for  the  cow-calf  person. 

That  is  why  I  join  with  Senator 
Abdnor.  He  just  does  a  terrific  job  in 
calling  this  to  the  attention  of  all  of  us 
in  the  Senate  who  recognize  it— I  hope 
that  some  of  our  brethern  from  the 
other  States  will  realize  it,  too— in  this 
amendment  to  remove  cattle  as  an 
item  for  trading  on  the  commodity  fu- 
tures market. 

I  am  convinced  that  when  that  was 
created  in  1964  it  increased  the  abso- 
lute volatility  and  instability  in  cash 
prices  of  cattle  and  rather  than  being 
a  tool  for  a  cattleman  to  use  in  his 
favor,  I  feel  that  the  future  trading  in 


cattle  has  contributed  to  some  of  the 
serious  problems  in  the  industry  and 
that  inherent  downward  bias  in  the  fu- 
tures market.  The  effect  of  the  fu- 
tures on  the  cash  market  prices,  the 
control  that  the  speculators  have  on 
the  prices  received  by  the  real  cattle- 
men, and  the  recent  volatility  in  the 
future  prices  are  all  very  compelling 
reasons  to  support  the  elimination  of 
cattle  futures. 

I  am  deeply  appreciative  of  Senator 
Abdnor  and  the  manner  in  which  he 
has  presented  this  issue  and  certainly 
hope  we  will  embrace  his  amendment. 

I  thank  the  Chair. 

The  PRESIDING  OFFICER  (Mr. 
Gorton).  The  Senator  from  North 
Carolina  is  recognized. 

Mr.  HELMS.  Mr.  President,  I  thank 
the  Chair. 

Mr.  President,  I  have  such  enormous 
respect  and  affection  for  the  distin- 
guished Senator  from  South  Dakota 
that  I  never  feel  comfortable  when  I 
feel  obliged  to  oppose  a  proposal  made 
by  him. 

This  is  one  of  those  rare  occasions 
when  I  must  do  that.  I  believe  that  I 
will  be  joined  by  my  distinguished  col- 
league, Mr.  Zorinsky,  and  equally  dis- 
tinguished colleague,  Mr.  Lugar. 

One  of  the  problems  with  this 
amendment  is  that  the  impact,  if  any, 
of  futures  trading  on  the  cash  market 
prices  of  cattle  is  now  under  study. 
Senator  Zorinsky  and  I  requested  this 
study  some  weeks  back,  as  a  matter  of 
fact,  the  early  part  of  the  summer,  as  I 
recall.  This  amendment  has  not  been 
the  subject  of  hearings  by  the  Agricul- 
ture Committee. 

Because  of  the  implications  of  what 
the  Senator  proposes,  I  would  hope 
that  we  would  not  take  such  a  step 
without  knowing  what  we  are  doing. 

As  I  mentioned,  Senator  Zorinsky 
and  I  asked  the  Comptroller  General 
to  conduct  an  investigation  of  the 
cattle  futures  market  earlier  this 
summer  and  to  examine  the  issues 
raised  by  some  in  the  cattle  industry. 
That  study,  as  I  say,  is  under  way  now. 

In  any  case,  Mr.  President,  it  would 
be  premature  to  have  the  Senate  act 
on  this  matter  before  we  know  what 
we  are  acting  on. 

I  pledge  to  the  Senator  right  this 
moment  that  as  soon  as  the  results  of 
the  study  are  in,  we  will  make  them 
available  to  him  and  all  other  interest- 
ed Senators.  If  the  study  warrants 
action,  we  will  go  ahead  immediately 
into  hearings:  and  the  committee  will 
act  promptly. 

Mr.  President,  I  ask  'unanimous  con- 
sent at  this  point  that  the  text  of  the 
letter  sent  by  Senator  Zorinsky  and 
me  to  the  Comptroller  General  be 
printed  in  the  Record. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 


U.S.  Senate.  Cohmittee  on  Agri- 
culture. Nutrition,  and  Forest- 
ry. 

Washington,  DC,  July  23,  1986. 
Hon.  Charles  A.  Bowsher, 
ComptrolleT  General.    General  Accounting 
Office,  Washington,  DC. 

Dear  Mr.  Comptroller  General:  We  re- 
quest that  the  General  Accounting  Office 
conduct  an  investigation  of  the  cattle  fu- 
tures markets.  This  request  is  made  in  re- 
sponse to  the  concerns  expressed  by  several 
senators  who  are  interested  in  the  operation 
of  the  cattle  futures  markets  and  their  ef- 
fects on  cash  cattle  prices. 

Many  cattle  producers  across  the  United 
States  have  raised  questions  about  the 
effect  of  cattle  futures  trading  on  cash 
market  prices  for  cattle  during  the  past 
twenty  years.  Producers'  concerns  were 
heightened  by  the  abrupt  negative  reaction 
of  the  cattle  futures  markets  to  the  an- 
nouncement of  the  results  of  the  dairy 
whole-herd  buyout  program  in  March  of 
this  year. 

The  investigation  of  the  cattle  futures 
markets  should  address  the  following  specif- 
ic questions; 

1.  Was  the  reaction  of  the  cattle  futures 
markets  to  the  announcement  of  the  results 
of  the  dairy  whole-herd  buyout  accurately 
based  on  supply/demand  conditions? 

2.  What  is  the  effect  of  the  cattle  futures 
markets  (a)  on  price  relationships  between 
feeder  cattle  and  fed  cattle?  (b)  on  the  price 
discovery  process?  (c)  on  the  competitive 
structure  of  the  cattle  industry? 

3.  We  are  informed  that  the  use  of  packer 
contracts  as  a  means  to  obtain  predictable 
supplies  of  slaughter  cattle  has  increased 
sharply.  We  are  advised  that  one  effect  of 
this  development  has  been  an  increase  in 
short  hedging  in  the  live  cattle  futures  mar- 
kets. 

a.  What  effect,  if  any.  has  this  increased 
short  hedging  had  on  futures  and  cash 
prices? 

b.  If  packer  contracting  becomes  the  prev- 
alent method  of  marketing  fed  cattle,  can 
cash  cattle  markets  accurately  reflect 
supply/demand  conditions? 

4.  Questions  have  been  raised  about  the 
present  delivery  system  for  the  live  cattle 
futures  contracts. 

a.  Does  the  present  delivery  system  create 
any  upward  or  downward  bias  in  cash  prices 
for  cattle? 

b.  Does  the  present  delivery  system  create 
additional  price  volatility  during  the  deliv- 
ery month? 

c.  What  are  the  advantages  and  disadvan- 
tages of  using  a  cash  settlement  system  in 
lieu  of  the  present  delivery  system  for  the 
live  cattle  futures  contracts? 

We  would  appreciate  the  opportunity  to 
work  with  your  staff  as  it  addresses  these 
questions  and  sets  the  scope  of  the  investi- 
gation. We  may  also  have  additional  areas 
for  examination. 

The  investigation  should  be  completed  by 
July  1.  1987.  We  also  request  that  a  prelimi- 
nary report  be  presented  to  the  Committee 
by  January  15.  1987. 
Sincerely. 

Jesse  Helms. 

Chairman- 
Edward  Zorinsky. 
Ranking  Minority  Member. 

Mr.  HELMS.  Mr.  President,  I  could 
go  through  a  whole  litany  of  problems 
that  I  have  with  the  Senator's  amend- 
ment. 
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The  commercial  market  partici- 
pants, the  feedlots,  the  producers, 
packing  houses,  all  of  these  and  others 
would  be  deprived  of  hedging  and 
price  basing  vehicles.  Cattle  prices,  in 
quotes  to  producers,  could  very  well  be 
lowered  to  reflect  increased  risk;  and 
cattle  prices  would,  in  any  case,  reflect 
only  local  conditions.  If  the  Senator's 
amendment  should  prevail,  there  will 
be  no  national  market  for  pricing  or 
producer  planning. 

The  CPTC  itself  was  requested  to 
review  the  cattle  market  by  the  Na- 
tional Cattlemen's  Association,  the 
American  Cowmen's  Association,  and 
the  distinguished  Members  of  the 
other  body. 

In  response  to  those  inquiries,  the 
CFTC  reported  no  evidence  of  price 
manipulation  or  excessive  speculation 
whatsoever. 

So,  Mr.  President.  I  will  not  go  fur- 
ther, but  this  amendment,  in  the  judg- 
ment of  this  Senator,  is  at  best  prema- 
ture and  probably  ill-advised. 

But  I  say  to  the  Senator  again  that 
when  the  report  is  in,  and  the  facts 
are  in,  if  the  situation  warrants;  the 
committee  will  go  immediately  into 
hearings  and  will  act  on  this  issue 
early  next  year. 

The  PRESIDING  OFFICER.  The 
Senator  from  Nebraska  is  recognized. 

Mr.  ZORINSKY.  Thank  you,  Mr. 
President. 

On  July  23,  Senator  Helms  and  I 
wrote  a  letter  to  the  Comptroller  Gen- 
eral, as  the  Senator  pointed  out,  re- 
questing that  GAO  investigate  the 
cattle  futures  markets.  Not  everyone 
in  the  cattle  industry  believes  that 
cattle  futures  trading  should  be  pro- 
hibited. Since  the  request  for  the 
GAO  investigation  originated  with 
some  members  of  the  cattle  industry,  I 
believe  it  is  only  fair  that  we  await  the 
results  of  GAO's  investigation.  In  our 
letter.  Chairman  Helms  and  I  asked 
that  the  investigation  be  completed  by 
July  1,  1987.  We  asked  that  a  prelimi- 
nary report  be  presented  to  the  com- 
mittee by  January  15,  1987. 

The  pending  amendment  to  ban 
trading  in  cattle  futures  has  not  been 
the  subject  of  any  congressional  hear- 
ings, and  it  would,  in  my  judgment,  be 
premature  to  adopt  it. 

There  are  many  cattlemen  who  use 
the  futures  markets  to  their  advan- 
tage. 

D  1810 

It  should  also  be  noted  that  the 
House-passed  bill  requires  the  House 
Agriculture  Committee  to  conduct 
such  a  study. 

I,  therefore,  urge  my  colleagues  to 
reject  the  amendment. 

Mr.  ABDNOR.  Mr.  President,  I  ap- 
preciate the  views  and  words  of  the 
chairman  and  ranking  member  of  the 
Agriculture  Committee,  my  friend  and 
colleague  from  Nebraska,  Senator  Zor- 

INSKY. 


But,  again,  I  want  to  point  out  I 
really  have  not  done  anything  toward 
trying  to  gather  up  petitions.  They  are 
coming  in  every  day— almost  14.000 
names. 

Let  me  just  tell  you  how  the  petition 
reads: 

We  as  Beef  Producers.  Farmers.  Business- 
men. Bankers,  thai  have  this  day  signed  the 
following  petition,  strongly  requesting  our 
Congress  to  eliminate  entirely  all  Future 
Markets  on  all  Livestock.  All  Future  Con- 
tracts bought  and  sold  on  the  Chicago  Mer- 
cantile Exchange  amount  to  14  to  IS'ii  of  all 
Cattle  on  Peed  in  the  United  States,  and  not 
taking  in  consideration  all  cattle  in  pas- 
tures, but  yet  it  controls  our  markets  daily. 
We  ask  Congress  to  do  this  quickly  in  order 
to  save  the  Cattle  Industry  in  the  United 
States. 

I  want  to  say  I  did  have  a  meeting 
out  in  South  Dakota.  I  picked  the 
State  fair.  It  was  well  advertised  and 
anyone  was  welcome  to  come.  I  got 
quite  a  story.  "Cattlemen  Back 
Abdnor  On  Cattle  Futures  Trading.  " 

I  did  not  have  anyone  to  bother  to 
take  the  trouble  at  the  State  fair 
where  probably  more  cattlemen 
appear  than  any  one  place  I  know.  Not 
one  individual  there  opposed  the 
measure.  As  a  matter  of  fact,  they  en- 
couraged me  and  wanted  me  to  know 
they  were  solidly  behind  it. 

Now.  you  have  contracts  in  this  busi- 
ness. A  bona  fide  cattle  feeder  comes 
in  and  he  has  to  buy  a  contract  which, 
as  I  understand  it.  is  for  at  least  40.000 
pounds.  What  disturbs  me  is  this  man 
that  puts  up  every  buck  for  those 
40.000  pounds  and  takes  them  home 
has  all  the  risks  in  the  world  of  keep- 
ing those  cattle  together  and  finishing 
them  out  and  fattening  them— he  has 
to  undergo  the  blizzards,  he  has  to  un- 
dergo diseases,  he  has  to  undergo  fluc- 
tuations in  prices  up  and  down,  and  all 
that  goes  with  raising  cattle.  But  the 
fellow  who  is  playing  the  contracts 
from  the  board  of  trade  can  buy  for 
the  same  dollars  29  contracts,  29  times 
more  than  the  poor  farmer  and  cattle 
feeder,  who  I  can  sympathize  with  be- 
cause I  have  been  around  cattle  feed- 
ing and  in  the  business  myself.  I  know 
the  risks  and  I  know  all  that  they  are 
undertaking. 

And  to  think  that  somebody  else, 
who  does  not  probably  even  know 
what  a  cow  looks  like,  other  than  it 
runs  through  the  computer  when  he 
looks  the  figures  over,  he  can  buy  29 
times  the  same  amount  as  the  man 
who  actually  feeds  the  cattle.  It  would 
seem  to  me  the  least  we  could  do  is 
make  him  put  up  some  bucks  if  he 
wants  to  get  into  the  business  and  par- 
ticipate against  the  feeder. 

You  know,  even  in  the  grain  market, 
if  you  want  to  play  the  grain  trade, 
you  have  to  put  up  a  lot  more  money 
than  29  to  1,  I  will  tell  you  that. 
Maybe  that  would  satisfy  us.  Maybe  if 
they  had  to  put  up  a  little  more  of 
their  dough  to  get  into  it  and  have 


this  great  influence  on  the  market,  it 
might  be  of  considerable  help. 

I  will  tell  you  this  much:  As  I  under- 
stand it,  the  futures  were  put  there  for 
the  benefit  of  the  cattleman,  not  the 
guy  who  wants  to  play  the  other  end. 
And  when  they  come  out  in  the  num- 
bers that  are  coming  out  telling  me  to 
get  rid  of  it,  I  have  got  to  believe  there 
is  some  merit  to  it.  That  is  exactly 
why  I  stand  here  today  and  ask  you  to 
support  me  in  my  proposal  and  my 
amendment. 

The  PRESIDING  OFFICER.  The 
Senator  from  Indiana. 

Mr.  LUGAR.  Mr.  President,  the  dis- 
tinguished Senator  from  South 
Dakota  speaks,  I  think,  poignantly  and 
accurately  about  the  anguish  of  cattle- 
men. It  has  not  been  a  good  situation. 
I  know  that  each  one  of  us  who  is  in- 
volved in  agriculture  wishes  the  situa- 
tion might  improve. 

Mr.  President,  let  me  just  say  I  think 
the  gist  of  the  argument  today  is  not  a 
technical  one.  It  is  the  fact  that  the 
cattle  business  has  been  in  despair. 
Mr.  President,  that  is  not  a  function  of 
the  CPTC  or  the  futures  market. 

The  fact  of  life,  unfortunately,  in 
the  cattle  industry  is  that  in  the  last 
10  years  the  consumption  of  red  meat 
has  declined  from  126  pounds  per 
person  in  this  country  to  106  pounds 
per  person.  This  is  dramatic,  almost  a 
20-percent  decline  in  consumption  of 
red  meat.  That  means  that  the 
demand  has  so  substantially  dropped 
off  that,  in  a  supply-and-demand  mar- 
keting situation,  the  price  was  bound 
to  come  down. 

Now  the  distinguished  Senator  from 
South  Dakota  has  pointed  to  some 
other  factors  that  have  accelerated 
that  despair.  One  of  them  is  the  whole 
herd  buyout  provision  of  the  farm  bill 
that  was  passed  last  year. 

With  1.2  million  animals  slaugh- 
tered, coming  onto  the  market,  the 
supply  side  once  again  was  very  heavy 
but  the  demand  side  was  still  declin- 
ing, both  moving  in  the  same  direct- 
ing. Consequently,  the  price  went 
down.  It  was  bound  to  go  down.  It  has 
absolutely  nothing  to  do  with  the  fu- 
tures market.  It  has  a  lot  to  do  with 
the  despair  in  the  cattle  industry. 

I  would  point  out.  Mr.  President, 
that  inexplicably  there  are  higher 
slaughter  rates  this  year  than  last 
year.  That  is  another  factor  that  de- 
presses price.  But  I  think,  Mr.  Presi- 
dent, it  would  be  a  bad  mistake  to  get 
confused  about  the  mechanism  of  a  fu- 
tures contract  or  the  markets  that  es- 
tablish the  price  for  cattle  and  the 
basic  facts  in  that  industry  which  have 
led  to  less  demand,  sharply  less 
demand— for  a  variety  of  reasons— and 
a  vast  oversupply,  plus  an  acceleration 
of  slaughtering. 

Mr.  President,  it  is  a  fact  that  the 
futures  markets,  by  and  large,  lead  to 
higher  prices  for  cattle,  as  they  do  for 
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other  livestock.  The  reason  that  this  is 
so,  as  the  distinguished  Senator  from 
North  Carolina  has  pointed  out,  is 
that  the  futures  markets  represent  a 
national  market,  a  national  focus  for 
demand.  And  it  is  an  entirely  different 
type  of  market,  Mr.  President. 

Many  persons  in  our  country  now 
take  a  look  each  week  at  what  the 
highest  available  savings  rates  might 
be  at  savings  and  loans  or  savings 
banks  all  over  the  country.  Why  do 
they  do  that?  Because  often  the  rate 
of  interest  being  offered  by  the  local 
savings  and  loan  or  the  local  bank  is 
lower  than  somewhere  else  in  the 
country  and,  as  a  result,  a  lot  of 
money  moves  to  banks  that  offer  a 
higher  rate  of  interest.  That  national 
market  is  available,  a  national  focus. 
So  it  is  in  the  futures  business  with 
regard  to  cattle. 

If,  in  fact,  the  seller  of  cattle  was 
confined  to  the  pricing  situation  in  his 
own  market  and  that  local  market  had 
no  reference  whatever  to  the  national 
market;  or,  now,  to  the  international 
market,  prices  would  be  lower,  not 
higher,  and  cattlemen  would  lose 
money,  or  not  make  as  much  money, 
iliey  would  not  be  able  to  maximize 
their  opportunities  in  the  way  the  fu- 
tures markets  now  make  possible. 

The  fact  is  that  markets  still  at- 
tempt to  have  a  degree  of  price  discov- 
ery and  that  means,  in  simple  terms, 
an  opportunity  for  a  seller  of  cattle  to 
have  the  best  options  available  any- 
place in  the  United  States,  or  the 
world,  and  to  have  that  price  reflected 
in  what  he  can  obtain  in  his  own 
market. 

So,  Mr.  President,  let  us  not  throw 
out  a  mechanism  which  has  some 
hope,  by  the  very  way  that  it  works,  of 
raising  prices.  Let  us  understand  that 
the  reason  prices  have  come  down  is 
through  the  natural  forces  of  supply 
and  demand.  Many  persons  in  the 
cattle  industry  are  working  very,  very 
hard  to  come  up  with  meat  that  is 
leaner,  that  meets  nutritional  needs 
and  demands  of  Americans,  that  may 
offer  a  very  good  reason  for  Americans 
to  increase  their  consumption  of  red 
meat  each  year. 

D  1820 

I  am  optimistic  that  the  cattle  indus- 
try will  succeed  in  that  endeavor.  We 
have  heard  much  testimony  before  our 
committee  which  shows  that  this  ex- 
perimentation is  coming  along.  But  let 
us  at  least  preserve  the  futures  mecha- 
nism which  will  make  it  possible  to 
maximize  prices  for  that  red  meat  as  it 
comes  to  market  in  a  form  that  Ameri- 
cans find  more  to  their  liking. 

Mr.  President,  I  yield  the  floor. 

Mr.  HARKIN  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Iowa. 

Mr.  HARKIN.  Mr.  President,  I  have 
not  had  a  chance  to  take  a  close  look 
at  this  amendment  offered  by  the  dis- 


tinguished Senator  from  South 
Dakota. 

I  want  to  say  at  the  outset  that  I 
would  agree  with  the  Senator  from 
South  Dakota  that  there  are  some 
problems  in  this  context,  the  cattle  fu- 
tures contract.  It  is  apparent,  at  least 
to  this  Senator,  that  there  are  many 
unexplained  disruptions  in  the  cattle 
futures  market  which  are  resulting  in 
lost  cash  to  cattle  producers.  I  do  not 
believe  that  the  Congress,  nor  the 
CFTC,  has  given  sufficient  attention 
to  the  inequities  that  cattlemen  face 
in  the  futures  market.  I  know  that 
many  of  my  cattlemen  believe  that  the 
position  of  the  futures  market  has 
been  dictating  the  price.  That  is  what 
they  believe. 

They  believe  that  the  futures 
market  is  driving  down  the  cash  price 
of  cattle  which,  of  course,  is  the 
amount  of  money  that  a  rancher  or 
farmer  gets  for  his  cattle  at  the  sale 
bam  or  the  packing  plants. 

The  recent  situation  in  the  futures 
prices  on  the  Chicago  Merchantile  Ex- 
change have  convinced  many  cattle- 
men that  something  is  definitely 
wrong  there. 

The  recent  volatility  of,  and  the 
downward  pressure  on,  futures  and 
cash  prices  had  many  cattlemen  ques- 
tioning the  integrity  of  the  beef  cattle 
markets. 

On  the  other  hand,  Mr.  President, 
the  ability  to  forward  contract  is  es- 
sential. It  is  essential  to  the  cattle  in- 
dustry, if  we  are  to  have  stability  in 
the  livestock  industry. 

The  futures  markets  can  provide  sev- 
eral benefits  to  the  industries  that 
have  them.  For  instance,  cattle  futures 
and  options  in  particular,  first,  allow 
for  cattlemen  to  increase  the  time  in 
which  they  can  choose  the  price  for 
their  cattle  from  the  traditional  2 
weeks  to  5  months  or  more.  That  is  a 
definite  benefit  to  the  cattlemen  in 
Iowa,  South  Dakota,  or  anywhere  else. 

Second,  cattle  futures  allow  the 
cattlemen  to  significantly  reduce  the 
financial  risk  involved  in  cattle  feed- 
ing. 

I  would  just  point  out  that  those 
who  were  appropriately  hedged  at  the 
time  of  the  whole  herd  dairy  buyout 
announcement  would  have  been  fully 
protected  against  the  9-percent  cash 
price  drop  which  followed  immediately 
thereafter.  So  that  also  could  have 
been  a  benefit. 

Third,  I  would  point  out  that  an  op- 
erating cattle  futures  market  allows 
cattlemen  to  obtain  continous  infor- 
mation on  how  the  market  is  valuing 
cattle  to  be  delivered  up  to  14  months 
into  the  future.  This  is  a  definite  asset 
to  anyone  who  is  in  the  cattle  busi- 
ness. 

Mr.  President,  abolishing  the  cattle 
futures  trading  contract  right  now  is 
much  too  precipitious  an  action  to 
take  at  this  time.  The  disruptions  that 
it  would  cause  throughout  the  coun- 


tryside would  be  enormous.  If  you 
think  cattlemen  have  lost  a  lot  of 
money  now,  if  you  adopt  this  amend- 
ment, I  grant  you  the  cash  price  of 
cattle  is  going  to  go  completely 
through  the  floor.  If  we  have  disrup- 
tions now,  you  ain't  seen  nothing  yet 
if  we  adopt  this  amendment,  because 
this  amendment  says,  "Bang,  no  more 
contracts  after  the  date  of  enactment 
of  this." 

No  new  contracts. 

That  is  going  to  cause  the  price  of 
cattle,  I  think,  to  go  completely 
through  the  floor. 

Ideally,  Mr.  President,  we  should 
have,  I  think,  a  strong  look  at  the 
cattle  contract  because  I  do  not  believe 
that  it  is  working  properly.  I  would 
agree  with  many  of  the  cattlemen  who 
feel  that  way.  I  believe  very  strongly 
that  if  we  do  not  clean  up  this  con- 
tract, sooner  or  later  it  is  going  to  hurt 
all  the  other  CFTC  contracts.  But  this 
is  not  the  way  to  do  it.  This  does  not 
just  get  at  those  who  are  perhaps 
trying  to  manipulate  this  contract, 
those  who  are  violating  the  limits  as 
one  speculator  violated  the  limits  15 
times  in  the  last  5  months. 

No;  this  really  hurts  the  cattlemen 
out  there  in  the  countryside. 

So  I  think  that  the  real  victims  from 
this  kind  of  amendment  would  be  the 
cattlemen,  and  I  would  also  point  out 
the  real  victim  would  be  the  cow-calf . 
producer  out  there  in  the  countryside. 

I  just  think,  Mr.  President,  that  we 
have  a  contract  here  that  should  pro- 
vide, as  I  mentioned,  those  these  bene- 
fits to  our  cattle  producers,  to  the  live- 
stock Industry.  I  think,  for  the  most 
part,  this  contract  has  operated  to 
benefit  the  cattle  producers  of  Amer- 
ica. There  are  anomalies.  There  are 
some  things  going  on  in  this  contract 
which  I  think  ought  to  be  looked  at.  I 
would  hope  that  this  amendment  by 
the  Senator  from  South  Dakota  would 
be  rejected,  and  I  would  hope  that  we 
perhaps  could  move  on  to  a  study  to 
find  out  why  these  things  are  occur- 
ring and  to  have  this  reported  back. 

As  I  understand  it,  if  I  am  not  mis- 
taken, the  Senate  Agriculture  Com- 
mittee and  the  distinguished  chairman 
and  ranking  member  have  written 
such  a  letter  and  have  requested  that 
study  to  be  done. 

So  I  think  this  action  here  is  much 
too  precipitous.  I  just  think  if  this 
amendment  is  adopted  on  the  floor  of 
the  Senate  tonight,  watch  what  hap- 
pens to  the  cash  price  of  cattle  tomor- 
row. Just  watch  it.  It  will  go  down  and 
you  are  going  to  leave  a  lot  of  farmers 
out  there,  who  are  already  hurt 
enough,  holding  the  bag. 

As  much  as  I  agree  th^t  we  ought  to 
have  a  strong  look  at  this  contract, 
and  I  do  believe  there  are  some  things 
going  on  that  I  do  not  like,  this  is  far 
too  precipitous  an  action  to  take.  The 
real  victims  of  this  amendment,  should 
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it  be  adopted,  are  not  those  who  are 
violating  the  contract,  not  those  who 
are  violating  the  limits  on  the  Chicago 
market,  but  the  cow-calf  producer  and 
the  livestock  producer  in  Iowa,  Ne- 
braska. South  Dakota,  and  all  over 
this  country. 

So.  Mr.  President,  I  do  indeed  hope 
that  this  amendment  will  be  rejected 
at  this  time  and  that  we  get  a  good 
study  done,  taking  a  good,  hard  look  at 
it.  Then  we  ought  to  have  some  firm 
directions  to  the  CFTC  to  take  some 
actions  to  clean  up  this  contract. 

The  PRESIDING  OFFICER.  The 
Senator  from  Indiana. 

Mr.  LUGAR.  I  yield  to  the  Senator 
from  Illinois. 

Mr.  DIXON.  Mr.  President,  I  rise  in 
opposition  to  the  amendment  offered 
by  the  Senator  from  South  Dakota. 
Senator  Abdnor.  This  amendment 
seeks  to  ban  the  trading  of  cattle  fu- 
tures. 

These  contracts  have  been  widely 
used  by  feedlot  operators,  family  feed- 
ers, meat  packers,  and  meat  exporters. 
Last  year,  more  than  5  million  con- 
tracts were  traded.  The  economic  pur- 
pose of  this  contract  has  never  been 
successfully  questioned. 

Unfortunately,  there  are  often  mis- 
understandings about  what  cattle  fu- 
tures markets  are,  who  is  in  them,  and 
how  they  operate.  In  1982,  the  Con- 
gress directed  the  Commodity  Futures 
Trading  Commission  [CFTC]  to  con- 
duct a  2-year  study  of  the  manner  in 
which  large  hedgers  use  the  futures 
markets  in  live  cattle.  The  study  con- 
cluded "'that  the  existing  regulatory 
programs  of  the  CFTC  and  the  CME. 
Chicago  Mercantile  Exchange,  are 
adequate  to  deter  any  abusive  trading 
by  large  hedgers  in  livestock  markets 
and  to  preserve  or  restore  orderly 
trading  in  those  markets.  Consequent- 
ly, no  legislative  proposals  are  being 
recommended." 

An  amendment  similar  to  the  one  of- 
fered today  by  Senator  Abdnor  wais 
soundly  defeated  in  the  House.  I  urge 
a  similar  vote  against  the  amendment 
here  in  the  Senate. 

Mr.  LUGAR.  Mr.  President,  we  are 
at  a  point  where  I  suspect  the  partici- 
pants are  prepared  to  conclude  the 
debate. 

In  a  moment,  I  will  move  to  table 
the  Abdnor  amendment.  I  understand 
the  Senator  from  Montana  is  ap- 
proaching the  floor  and  has  a  state- 
ment to  make.  For  the  moment,  I  sug- 
gest the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

D  1830 

Mr.  LUGAR.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


Mr.  LUGAR.  Mr.  President,  I  move 
to  lay  on  the  table  the  underlying 
Abdnor  amendment  No.  2898  and  ask 
for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  lay  on  the 
table  the  underlying  amendment  of 
the  Senator  from  South  Dakota  [Mr. 
Abdnor].  The  yeas  and  nays  have  been 
ordered.  The  clerk  will  call  the  roll. 

The  assistant  legislative  clerk  called 
the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  is  nec- 
essarily absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Hawaii  [Mr. 
INOUYE],  the  Senator  from  West  Vir- 
ginia [Mr.  Rockefeller]  are  necessari- 
ly absent. 

The  PRESIDING  OFFICER  (Mr. 
Gramm).  Are  there  any  other  Senators 
in  the  Chamber  desiring  to  vote? 

The  result  was  announced— yeas  71, 
nays  26,  as  follows: 

[Rollcall  Vote  No.  290  Leg.] 

YEAS-71 


Armstrong 

Harkin 

Mitchell 

Bentsen 

Hatch 

Moynihan 

Biden 

Hawkiiu 

Nunn 

Bingaman 

Heflin 

Packwood 

Bradley 

Heinz 

Pell 

Broyhill 

Helms 

Proxmire 

Bumpers 

HoUings 

Pryor 

Chiles 

Humphrey 

Quayle 

Cochran 

Johnston 

Rieglc 

Cohen 

Kasten 

Roth 

Cranston 

Kennedy 

Rudman 

D'Amato 

Kerry 

Sar  banes 

Danforth 

Lautent>erg 

Sasser 

Dixon 

Leahy 

Simon 

Dodd 

Levin 

Specter 

Dole 

Long 

Stafford 

Eagleton 

Lugar 

Stennis 

Evans 

Mathias 

Symms 

Exon 

Matsunaga 

Trible 

Ford 

Mattingly 

Warner 

Glenn 

McClure 

Weicker 

Gore 

McConnell 

Wilson 

Gorton 

Melcher 

Zorinsky 

Gramm 

Metzenbaum 
NAYS-26 

Abdnor 

Denton 

Laxalt 

Andrews 

Domenici 

Murkowski 

Baucus 

Durenberger 

Nickles 

Boren 

Goldwaler 

Pressler 

Boschwitz 

Grassley 

Simpson 

Burdick 

Hart 

Stevens 

Byrd 

Hatfield 

Thurmond 

Chafee 

Hecht 

Wallop 

DeConcini 

Kassebaum 

NOT  VOTING- 

-3 

Garn 

Inouye 

Rockefeller 

So  the  motion  to  lay  the  amendment 
(No.  2898)  on  the  table  was  agreed  to. 

The  second-degree  amendment  (No. 
2899)  falls  on  a  tabling  motion. 

D  1900 

Mr.  HELMS.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
motion  to  lay  on  the  table  was  agreed 
to. 

Mr.  LUGAR.  Mr.  President,  I  move 
to  lay  that  motion  on  the  table. 


The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  WILSON.  Mr.  President,  I  had 
intended  to  offer  an  amendment 
which  would  have  retained  the  exist- 
ing authority  of  the  Commodity  Fu- 
tures Trading  Commission  to  regulate 
leverage  transactions.  Although  in  the 
interest  of  time  I  will  not  do  so,  I  do 
wish  to  expand  upon  the  importance 
of  retaining  section  19  of  the  Com- 
modity Exchange  Act. 

Before  doing  so,  however,  I  wish  to 
express  my  pleasure  that  this  impor- 
tant legislation  to  reauthorize  the 
CFTC  has  made  its  way  to  the  floor  of 
the  Senate.  I  wish  to  conmiend  my  dis- 
tinguished colleagues.  Senator  Helms 
and  Senator  Lugar,  the  chairmen  of 
the  Agriculture  Committee  and  its 
Subcommittee  on  General  Legislation, 
for  their  leadership  and  cooperation 
regarding  this  bill  and  my  interest  in 
it. 

I  share  their  concern  and  support 
for  enacting  legislation  during  this 
Congress  which  will  reauthorize  the 
CFTC.  This  authorization  process  has 
commanded  a  great  deal  of  the  agen- 
cy's attention  and  resources,  and  in 
my  view,  it  is  vitally  important  that 
Congress  pass  a  multiyear  reauthoriza- 
tion bill,  so  that  the  agency  may  again 
concentrate  upon  the  task  of  regulat- 
ing a  range  of  complex  and  important 
activities. 

One  such  activity  involves  the  en- 
forcement of  existing  regulations  pur- 
suant to  which  licensed  companies 
may  offer  to  consumers  leverage  or 
margin  contracts  for  the  delivery  of 
precious  metals  or  gold  or  silver  coins. 
These  regulations  are  intended  to  pro- 
tect consumers  from  the  unlicensed, 
sharp  operators  who  may  seek  to  de- 
fraud public  consumers  through 
phony  commodity  transactions.  The 
continued  regulatory  oversight  of  the 
CFTC  in  order  to  eliminate  these  ille- 
gal operations  is  of  particular  impor- 
tance to  me  because  the  problem  of 
commodity  fraud  has  been  severe  in 
southern  California. 

While  I  applaud  the  intention  of  my 
colleagues  on  the  Agriculture  Commit- 
tee who  wish  to  eliminate  fraudulent 
commodity  transactions,  I  question 
their  means.  The  bill  before  us  today 
would  prohibit  the  CFTC  from  regu- 
lating leverage  transactions,  thereby 
putting  out  of  business  the  only  two 
leverage  transaction  merchants  which 
have  been  licensed  by  the  Commission. 
The  apparent  presumption  in  this  ap- 
proach is  that  by  banning  anyone 
from  legally  offering  leverage  con- 
tracts, somehow  the  illegal  backroom 
operations  will  also  disappear. 

In  all  candor.  Mr.  President,  to  the 
extent  that  this  approach  may  make 
any  sense.  I  fail  to  perceive  it.  Con- 
gress neither  ensures  additional  con- 
sumer protection  nor  fewer  fraudulent 
operations  by  adopting  legislation  that 
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outlaws  legitimate  businesses  and  pro- 
hibit continued  Federal  regulations. 

Of  all  the  retail  commodity  dealers 
in  California— some  of  them  legitimate 
businesses  and  many  of  them  not- 
only  one  of  them  offers  the  benefits  of 
comprehensive,  stringent  Federal  cus- 
tomer protection  regulations.  Monex 
International,  Ltd.,  is  a  CFTC  regis- 
tered leverage  transaction  merchant 
located  in  Newport  Beach,  CA.  It  is 
one  of  only  two  such  firms  in  the 
country  licensed  by  the  CFTC  to  buy 
and  sell  commodities  to  the  public 
under  leverage  of  margin  contracts. 
The  other  firm  is  located  in  Florida. 

Monex  has  been  in  business  since 
1967,  nearly  20  years,  it  presently  em- 
ploys 200  people  and  services  approxi- 
mately 14,000  accounts.  It  has  ap- 
peared before  Congress  each  of  the 
four  times  that  we  have  considered 
the  Commodity  Exchange  Act,  since 
its  enactment  in  1973.  And  during 
every  reauthorization  year,  Monex 
and  the  Florida-based  leverage  mer- 
chant have  come  before  Congress  in 
support  of  comprehensive  regulations 
to  protect  the  public  from  fly-by-night 
operators  how  profit  on  the  basis  of 
fraud  and  deceit. 

And  during  each  previous  reauthor- 
ization. Congress  concurred  with  their 
positions  and  instructed  the  CFTC  to 
adopt  regulations  to  govern  these  com- 
panies. After  a  decade  of  regulatory 
inertia.  Congress  finally  demanded 
action  from  the  CFTC  in  1982.  Conse- 
quently, in  1984,  the  CFTC  promulgat- 
ed regulations  for  leverage  contracts. 

In  many  ways,  these  regulations  par- 
allel those  that  the  Commission  im- 
poses upon  futures  commission  mer- 
chants that  trade  on  exchanges.  Both 
regulations  require  registration  with 
the  Commission,  minimum  capital  re- 
quirements— $2.5  million  for  leverage 
merchants;  $50,000  for  futures  trad- 
ers—disclosure statements  to  custom- 
ers regarding  investment  risks,  segre- 
gation of  customers'  funds,  and  sub- 
mission of  regular  financial  reports  to 
the  CFTC.  In  other  ways— aside  from 
higher  minimum  capital  require- 
ments—the Commission's  regulations 
of  leverage  businesses  are  more  strin- 
gent that  those  which  apply  to  ex- 
changes. For  example,  first-time  pur- 
chasers of  leverage  contracts  have  a  3- 
day  cooling-off  period  during  which 
they  may  rescind  their  investment. 

In  fact,  in  1984,  Monex  invested  a 
great  deal  of  money— more  than  $1 
million— to  adapt  its  operating  proce- 
dures to  these  regulations,  in  order  to 
be  federally  licensed  to  offer  leverage 
contracts.  I  ask  imanimous  consent 
that  a  side-by-side  comparison  of  the 
CFTC's  rules  affecting  leverage  and 
futures  contracts,  which  was  prepared 
by  the  Department  of  Justice,  be  in- 
serted in  the  Congressional  Record 
at  this  point. 


There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

COMPARISON  OF  RULES  AF- 
FECTING LEVERAGE  TRANS- 
ACTION MERCHANTS 
[LTMS]  AND  FUTURES  COM- 
MISSION MERCHANTS 
[FCMS] 


LTMS 


FCMS 


1.  LTMS  must  be 
registered  with- the 
Conunission  ( 17 
C.P.R.  §13.17; 
31.5(a)(2)). 

2.  Associated  persons 
of  LTMS  must  be 
registered  with  the 
Commission  (17 
C.F.R.  113.18. 
31.5a(3).  31.5(b)). 

3.  Each  LTM  must 
at  all  times 
maintain  adjusted 
net  capital  equal 
to  or  in  excess  of 
$2,500,000  plus  20 
percent  of  the 
market  value  of 
the  amount  of 
physical 
commodities 
subject  to  leverage 
contracts  entered 
into  by  the  LTM 
which  are 
uncovered  (17 
C.P.R.  §  31.9). 

4.  LTMS  must 
provide  their 
leverage  customers 
with  a  disclosure 
document  that  sets 
forth  the  risks  of 
entering  into  a 
leverage  contract 
in  language 
prescribed  by  the 
Commission  ( 17 
C.P.R.  §31.11). 

5.  LTMS  must 
separately  account 
for  and  segregate 
funds  belonging  to 
leverage  customers 
(17  C.P.R.  §31.12). 

6.  LTMS  must  file 
financial  reports 
with  the 
Commission  on 
forms  prescribed 
by  the  Commission 
(17  C.P.R.  §31.13). 

7.  LTMS  must  keep 
books,  records  and 
other  documents 
in  the  manner 
prescribed  by  the 
Commission  (17 
C.P.R.  §  31.14). 


PCMS  must  be 
registered  with  the 
Commission  (7 
U.S.C.  §  6d;  17 
C.P.R.  §3.10). 

2.  Associated  persons 
of  PCMS  must  be 
registered  with  the 
Commission  (7 
U.S.C.  I  6k,  17n 
C.F.R.  §  3.12). 

Each  PCM  must 
maintain  adjusted 
net  capital  equal 
to  or  in  excess  of 
an  amount  that 
cannot  be  less 
than  $50,000  and. 
depending  on  the 
size  of  the  PCM's 
business  and  other 
factors,  may  be 
substantially  more 
(17  C.P.R.  §1.7). 


PCMS  must  provide 
their  futures 
customers  with  a 
disclosure 
statement  that 
sets  forth  the  risks 
of  trading  futures 
in  langauge 
prescribed  by  the 
Commission  ( 17 
C.P.R.  §  1.55). 

PCMS  must 
separately  account 
for  and  segregate 
funds  belonging  to 
futures  and 
options  customers 
(17  C.F.R.  §  1.20). 

FCMS  must  file 
financial  reports 
with  the 
Commission  on 
forms  prescribed 
by  the  Commission 
(17  C.F.R.  §1.10). 

PCMS  must  keep 
books,  records  and 
other  documents 
in  the  manner 
prescribed  by  the 
Commission  (17 
C.F.R.  §  1.31-1.37). 


COMPARISON  OF  RULES  AF- 
FECTING LEVERAGE  TRANS- 
ACTION MERCHANTS 
[LTMS]  AND  FUTURES  COM- 
MISSION MERCHANTS 
[FCMS]— Continued 


LTMS 


PCMS 


8.  LTMS  must 
promptly  report  to 
their  leverage 
customers 
statements  of  any 
transaction  in 
their  accounts,  and 
must  provide  their 
leverage  customers 
with  monthly 
statements  as  well 
(17  C.F.R.  §31.15). 

9.  LTMS  are 
forbidden  to 
represent  to  their 
leverage  customers 
that  they  will 
guarantee  those 
customers  against 
loss  (17  C.F.R. 

§  31.20). 

10.  LTMS  must 
permit  first  time 
leverage  customers 
to  rescind  their 
leverage  contracts 
if  the  customers 
request  recission 
within  three  days 
from  the  time  the 
customers  receive 
confirmation  of 
the  transaction  ( 17 
C.P.R.  §31.23). 

11.  LTMS  must  at 
all  times  maintain 
cover  of  at  least  90 
percent  of  the 
amount  of 
physical 
commodities 
subject  to  open 
long  (or  open 
short)  leverage 
contracts  entered 
into  with  leverage 
customers  (17 
C.P.R.  §  31.8). 


PCMS  must 
promptly  provide 
to  their  futures 
customers 
confirmation  of 
any  transaction  in 
their  accounts,  and 
must  provide  their 
leverage  customers 
with  monthly 
statements  as  well 
(17  C.P.R.  §1.33). 

PCMS  are  forbidden 
to  represent  to 
their  futures 
customers  that 
they  will 
guarantee  those 
customers  against 
loss  (17  C.P.R. 
§  1.56). 

No  comparable 
provision 
application  to 
PCMS. 


No  comparable 
provision 
application  to 
FCMS. 


As  this  analysis  makes  clear,  wheth- 
er a  customer  is  investing  in  leverage 
contracts  or  futures,  he  is  protected  by 
a  comprehensive  regulatory  scheme 
when  he  deals  with  a  CFTC-licensed 
merchant.  Indeed,  Susan  Phillips, 
chairman  of  the  CFTC,  testified  in 
both  the  Senate  and  House  Agricul- 
ture Committees  that  the  two  licensed 
leverage  merchants  are  now  tightly 
and  effectively  regulated. 

So  what  would  the  bill  before  us  do? 
It  would  ban  leverage  transactions. 
Despite  a  decade  of  congressional 
action  sanctioning  these  businesses, 
despite  the  implementation  of  Federal 
regulation  of  these  businesses,  and  de- 
spite their  reliance  upon  the  acts  of 
Congress  and  compliance  with  Federal 
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regulations,  S.  2045,  if  enacted,  would 
put  these  two  legitimate  firms  out  of 
business. 

I  understand  and  share  the  desire  of 
my  colleagues  who  wish  to  eliminate 
the  scam  operators  who  prey  upon  the 
public.  However.  I  disagree  with  their 
theory  that  by  prohibiting  legal  firms 
from  engaging  in  this  business,  we  will 
eliminate  the  illegal,  unlicensed  oper- 
tors.  On  the  contrary,  it  seems  clear  to 
me  that  if  we  preclude  the  CFTC  from 
keeping  a  watchful  eye  on  leverage 
transactions,  then  we  will  be  encourag- 
ing the  type  of  unregulated  environ- 
ment in  which  scam  operators  will 
flourish. 

This  point  of  view  is  shared  by  the 
Reagan  administration.  In  a  letter  to 
Agriculture  Committee  Chairman 
Helms,  the  Department  of  Justice  ac- 
knowledges that  it.  too.  is  concerned 
about  preventing  fraudulent  transac- 
tions. However,  the  administration 
states  that  "those  who  are  already  op- 
erating outside  the  requirements  of 
the  law  are  unlikely  to  be  affected  by 
banning  leverage  contracts."  The  Jus- 
tice Department  further  states  that  to 
the  extent  that  abuses  outside  the  law 
and  beyond  CFTC  regulations  may 
exist,  "they  should  be  addressed  as  an 
enforcement  matter,  not  by  govern- 
mental intrusion  into  the  market  to 
ban  leverage  and  thereby  deny  con- 
sumers the  benefit  of  transactions 
with  qualified  firms." 

I  concur  with  the  administration's 
view  that  "there  is  every  reason  to  be- 
lieve that  careful  regulation  of  lever- 
age merchants  will  prevent  fraud  and 
abuse,  especially  if  to  that  regulation 
is  added  competition  that  enables  cus- 
tomers to  choose  merchants  with  rep- 
utations for  honesty  and  solvency."  I 
ask  unanimous  consent  that  the  letter 
from  the  Justice  Department  to  Chair- 
man Helms,  dated  August  13.  be  print- 
ed at  this  point  in  the  Congressional 
Record. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

U.S.  Department  of  Justice. 
Office  of  Legislative  and  Inter- 
governmental Affairs. 

Washington,  DC.  August  13,  1986. 
Hon.  Jesse  Helms. 

Chairman,  Committee  on  Agriculture,  Nu- 
trition, and  Forestry,  U.S.  Senate,  Wash- 
ington, DC. 

Dear  Mr.  Chairman:  This  letter  contains 
the  views  of  the  Department  of  Justice 
("Department")  concerning  S.  2045,  the 
"Futures  Trading  Act  of  1986".  as  reported 
by  your  Committee.  The  Department  re- 
spectfully urges  that  S.  2045  be  amended  by 
deleting  Title  II  as  presently  drafted  and 
substituting  a  new  subsection  to  Section  19 
of  the  Commodity  Exchange  Act  (7  U.S.C. 
{  23).  Title  II  as  reported  would  have  the 
effect  of  phasing  out  after  two  years  and 
then  banning  a  form  of  off-exchange  com- 
modities transaction  called  "leverage  con- 
tracts", now  regulated  by  the  Commodity 
Futures  Trading  Commission  ("CFTC"  or 
"Commission"). 


While  off-exchange  leverage  contracts 
bear  some  resemblance  to  futures  contracts, 
they  differ  from  futures  in  many  respects. 
For  example,  futures  contracts  are  typically 
of  short  duration,  whereas  the  term  of  le- 
verage contracts  may  be  as  long  as  twenty- 
five  years.  Futures  contracts  are  generally 
for  larger  quantities  than  are  leverage  con- 
tracts, and  it  is  far  easier  for  the  holder  of  a 
"long"  position  in  a  leverage  contract  to 
take  delivery  of  the  commodity  than  it  is  for 
the  holder  of  a  "long"  position  in  a  futures 
contract  to  do  so.  The  time  for  delivery 
under  a  futures  contract  is  a  specific  month 
in  the  future,  whereas  delivery  under  a  le- 
verage contract  can  take  place  at  any  time 
after  payment  of  the  balance  of  the  pur- 
chase price. 

In  addition,  leverage  contracts  generally 
serve  a  different  function  than  do  futures 
contracts.  Futures  contracts  serve  as  com- 
mercial hedging  devices  and  as  price  discov- 
ery mechanisms.  While  leverage  contracts 
do  not  serve  a  price  discovery  function  and 
are  not  used  in  commercial  hedging,  holders 
of  "long"  position  in  leverage  contracts  may 
use  them  as  an  investment  vehicle  and  hold 
them  as  a  hedge  against  inflation.  Perhaps 
the  most  significant  difference  is  the 
manner  in  which  they  are  traded.  Futures 
are  traded  on  organized  exchanges,  with 
clearing  houses  taking  positions  opposite 
that  of  all  customers.  Ijcverage  contracts,  on 
the  other  hand,  are  not  traded  on  ex- 
changes but  are  agreements  between  lever- 
age merchants  and  customers,  with  the  mer- 
chants taking  a  position  opposite  to  that  of 
their  customers.  Because  leverage  mer- 
chants are  able  to  avoid  the  high  fixed  costs 
of  establishing  an  exchange  and  a  clearing- 
house, they  have  greater  flexibility  in  intro- 
ducing new  products,  new  maturity  dates, 
new  quantities  of  a  commodity,  and  new  de- 
livery provisions.  These  differences  from  fu- 
tures have  caused  some  consumers  to  prefer 
trading  in  leverage  contracts  for  a  variety  of 
reasons:  speculation,  investment,  or  hedging 
against  inflation.  Your  Committee  has  rec- 
ognized that  leverage  transactions  satisfied 
genuine  consumer  demands  and  should  not 
be  banned.  S.  Rep.  No.  97-384,  97th  Cong., 
2d  Sess.  52  (1982). 

Since  1975,  the  Commission  has  a  broad 
prohibition  on  fraud  in  connection  with  the 
offer  and  sale  of  leverage  contracts  (17 
C.P.R.  §31.3  (1985)).  Since  1979.  the  Com- 
mission has  had  a  moratorium  on  the  entry 
of  new  firms  into  the  leverage  business  (17 
C.F.R.  §§31.1.  31.2  (1985)).  The  1984  regula- 
tions require,  among  other  things,  registra- 
tion of  leverage  merchants  and  commodities 
with  the  Commission,  minimum  financial 
requirements,  disclosure  of  risks,  a  three- 
day  "cooling  off"  period  for  first  time  cus- 
tomers, and  access  for  leverage  customers  to 
the  Commission's  reparations  procedure.  It 
was  not  until  1984  that  the  Commission  put 
into  effect  its  present  comprehensive  regu- 
lations for  leverage  contracts.  The  effects  of 
the  moratorium  and  the  regulations  have 
been  to  limit  the  writing  of  leverage  con- 
tracts to  the  two  firms  that  remain  in  the 
industry  and  to  constrain  the  ability  of 
those  firms  to  innovate  by  the  artificial  lim- 
itation of  leverage  contracts  to  ten  years' 
duration  and  longer. 

Leverage  transactions  are  not  the  only 
kinds  of  off-exchange  transactions  subject 
to  CFTC  regulation.  While  most  of  the 
transactions  regulated  by  the  Commission 
involve  exchange-traded  instruments,  the 
Commission  also  regulates  the  off-exchange 
offer  and  sale  of  commodity  options  to  com- 
mercial interests  for  use  in  their  business 


(17  C.F.R.  532.4(a)  (1985))  and  the  off-ex- 
change offer  and  sale  of  dealer  options  (17 
C.F.R  §32.12  (1985)). 

The  Department  is  concerned  that  Title  II 
of  S.  2045  would  prohibit  the  offer  and  sale 
of  leverage  contracts,  as  that  business  is 
presently  conducted,  by  repealing  after  two 
years  the  portions  of  the  Commodity  Ex- 
change Act  that  require  the  CFTC  to  regu- 
late them  as  a  separate  type  of  instrument. 
As  a  consequence  of  the  repeal  of  that  regu- 
latory authority,  firms  currently  writing  le- 
verage contracts  would  be  precluded  from 
doing  so  in  two  years.  The  result  would  be 
effectively  to  foreclose  a  desired  competitive 
alternative  to  the  trading  of  futures  con- 
tracts offered  by  exchanges.  Thus,  Title  II 
would  unnecessarily  impair  the  operation  of 
markets  among  willing  buyers  and  sellers 
for  this  type  of  off -exchange  contract. 

It  is  now  generally  recognized  that  new 
goods  and  services  and  new.  more  efficient 
productive  processes  are  major  contributors 
to  enhanced  consumer  welfare.  New  goods 
and  services  not  only  serve  in  and  of  them- 
selves to  increase  the  well-being  of  consum- 
ers, but  they  also  make  consumers  better  off 
by  stimulating  firms  that  did  not  introduce 
innovations  (and  are  losing,  or  fear  losing, 
business  to  the  innovators)  to  imitate,  and 
perhaps  improve  upon,  those  innovations. 
This  constantly  evolving  operation  of 
market  forces  reflects  the  process  of  compe- 
tition in  maximizing  consumer  choices,  pro- 
moting innovation  and  efficiency,  and  en- 
hancing consumer  welfare. 

The  importance  of  innovation  to  the  fu- 
tures industry  is  shown  by  the  growth  of 
new  contracts.  For  example,  approximately 
two-thirds  of  the  1985  trading  volume  on 
the  largest  exchange,  the  Chicago  Board  of 
Trade,  was  accounted  for  by  contracts  that 
that  exchange  did  not  trade  in  1975.  Innova- 
tion in  the  futures  market  may,  however,  be 
less  than  optimal  for  two  reasons.  First,  a 
futures  contract  in  a  particular  commodity 
such  as  gold  that  becomes  well  established 
on  one  exchange  may  well  have  natural  mo- 
nopoly characteristics,  so  that  there  is  de- 
creased incentive  for  other  exchanges  to 
imitate  and  try  to  improve  upon  it  due  to 
the  difficulty  of  competing  successfully 
with  the  dominant  exchange  for  that  con- 
tract. Second,  aside  from  the  moratorium- 
constrained  two-firm  leverage  industry,  fu- 
tures commission  merchants  and  others  are 
statutorily  prevented  from  offering  innova- 
tive off-exchange  futures  and  products  that 
might  compete  with  futures.  See  7  U.S.C. 
§6(a). 

An  expansion  of  the  leverage  industry 
could  be  expected  to  enhance  innovation 
and  competition  not  only  in  the  leverage  in- 
dustry but  also  in  the  development  of  other 
types  of  of f -exchange  transactions.  Such  ex- . 
pansion  in  leverage  transactions  could  be 
expected  to  provide  increased  competition 
to  futures  contracts  as  well.  A  seller  consid- 
ering whether  to  offer  an  innovative  lever- 
age product— for  example,  a  contract  on 
gold— would  not  be  deterred  from  doing  so 
by  the  existence  of  a  successful  exchange- 
traded  futures  contract  on  gold  in  the  same 
way  that  an  exchange  contemplating  a  new 
futures  contract  on  gold  would  be,  because 
the  off-exchange  seller  would  be  providing  a 
different  investment  vehicle  than  a  futures 
contract.  The  seller  of  an  off-exchange  le- 
verage contract  would  not  be  limited  in  its 
choice  of  contract  terms  to  those  suitable 
for  exchange  trading,  but  could  differenti- 
ate its  products  from  futures  or  existing  le- 
verage products  in  contract  terms,  duration, 
delivery  provisions,  contract  size,  or  other 
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terms  and  conditions.  A  large  number  of  off- 
exchange  leverage  merchants  would  be  ex- 
pected to  increase  the  number  of  innovative 
contract  features,  some  of  which  could  be 
imitated  and  perhaps  improved  upon  by  the 
exchanges  in  their  futures  contracts.  In  this 
way  innovation  in  off-exchange  leverage 
transactions  could  lead  to  innovations  in  fu- 
tures trading. 

An  example  of  how  innovation  in  financial 
instruments  can  lead  to  imitation  elsewhere 
is  the  development  of  bank-issued  credit 
cards.  Initially,  merchants  such  as  depart- 
ment stores  and  petroleum  companies  of- 
fered credit  cards  by  which  their  customers 
could  be  extended  credit  on  purchases  of 
their  products.  Later,  firms  such  as  Ameri- 
can Express  and  Diners'  Club  began  offer- 
ing credit  cards  by  which  consumers  could 
purchase  goods  and  services  from  a  wide  va- 
riety of  sellers.  Eventually,  banks  began  to 
offer  all-purpose  credit  cards  for  use  in  ordi- 
nary consumer  purchasing.  See  Bergsten, 
Credit  Cards— A  Prelude  to  the  Cashless  So- 
ciety, 8  B.C.  Ind.  &  Conrni.  L.  Rev.  485 
(1967).  Thus,  had  there  been  governmental 
regulation  permitting  firms  to  offer  credit 
only  on  the  goods  and  services  they  provid- 
ed, the  development  of  the  modern  credit 
industry  with  its  multiple  choices  and  con- 
veniences may  well  have  not  developed. 

Much  of  the  debate  about  leverage  con- 
tracts has  centered  on  allegations  of  fraud 
and  abusive  practices.  While  the  Depart- 
ment is.  of  course,  concerned  about  prevent- 
ing such  practices,  there  is  no  reason  to  be- 
lieve that  such  complaints  are  necessarily 
related  to  registered  leverage  merchants. 
The  greatest  danger  to  leverage  customers 
would  appear  to  be  from  'bucket  shops " 
and  other  firms  operating  outside  the  law 
and  CPTC  leverage  regulations.  Those  who 
are  already  operating  outside  the  require- 
ments of  the  law  are  unlikely  to  be  affected 
by  banning  leverage  contracts,  however. 
Moreover,  the  fact  that  numerous  com- 
plaints about  fraud  and  abusive  practices 
were  made  in  the  largely  unregulated  envi- 
ronment in  which  leverage  merchants  oper- 
ated prior  to  1984  should  not  be  viewed  as 
establishing  that  such  practices  have  oc- 
curred or  will  continue  under  the  compre- 
hensive and  stringent  Commission  regula- 
tions on  leverage  merchants  now  in  place.  If 
abuse  outside  the  law  and  CFTC  leverage 
regulations  exists,  they  should  be  addressed 
as  an  enforcement  matter,  not  by  govern- 
mental instrusion  into  the  market  to  ban  le- 
verage and  thereby  deny  consumers  the 
benefit  of  transactions  with  qualified  firms 
that  may  seek  to  offer  such  contracts. 

The  new  subsection  that  the  Department 
proposes  be  added  to  Section  19  of  the  Com- 
modity Exchange  Act  (previously  supplied 
to  the  Committee  staff)  would  require  the 
Commission  to  remove  its  moratorium  on 
the  entry  of  new  firms  into  the  business  of 
offering  leverage  contracts.  The  new  subsec- 
tion would  also  require  the  CPTC.  within 
one  year,  to  transmit  to  the  appropriate 
Committees  of  Congress  a  report  containing 
its  findings  and  recommendations  concern- 
ing appropriate  changes  in  the  regulatory 
scheme  to  govern  leverage  transactions.  The 
report  would  include  recommendations  on 
how  the  regulatory  scheme  should  be  modi- 
fied without  placing  an  undue  burden  on 
the  limited  resources  of  the  Commission,  so 
as  better  to  ensure  the  financial  solvency  of 
firms  writing  leverage  contracts,  prevent 
manipulation  and  fraud,  and  promote  or 
allow  product  innovation  by  measures  such 
as  permitting  short-term  standardized  con- 
tracts. 


The  Department  appreciates  that,  in  car- 
rying out  its  duties  under  the  Commodity 
Exchange  Act,  the  CPTC  is  not  compelled 
to  promote  competition  if  adequate  safe- 
guards against  fraud  or  other  abusive  prac- 
tices would  thereby  be  abandoned.  However, 
the  CFTC  has  had  only  two  years'  experi- 
ence in  regulating  the  leverage  industry  sub- 
ject to  stringent  regulations  and  no  experi- 
ence at  all  in  regulating  a  competitive  lever- 
age industry.  The  proposed  Commission 
report  will  assist  in  determining  the  appro- 
priate level  of  regulation  based  upon  the 
kinds  of  transactions  currently  engaged  in 
and  reasonably  contemplated.  ■ 

Moreover,  there  is  every  reason  to  believe 
that  careful  regulation  of  leverage  mer- 
chants will  prevent  fraud  and  abuse,  espe- 
cially if  to  that  regulation  is  added  competi- 
tion that  enables  customers  to  choose  mer- 
chants with  reputations  for  honesty  and  sol- 
vency. Indeed,  leading  futures  commission 
merchants  already  regulated  by  the  Com- 
mission are  potential  entrants  into  the  le- 
verage business,  and  the  forces  of  competi- 
tion can  be  expected  to  help  drive  unsound 
firms  and  questionable  practices  from  the 
marketplace.  Reputable  leverage  merchants 
would  have  every  incentive  to  protect  their 
reputations  by  avoiding  abusive  or  question- 
able practices  themselves  through  careful 
selection  and  monitoring  of  principals  and 
employees,  and  by  reporting  to  the  Commis- 
sion fraud  and  abusive  practices  by  other 
firms  in  the  industry  and  illegal  conduct  by 
unregistered  firms  operating  outside  the 
law.  A  cautious  approach  by  the  Commis- 
sion to  admitting  additional  firms  and  regu- 
lating them  will  not  only  help  to  ensure 
that  only  highly  qualified  firms  are  permit- 
ted to  offer  leverage  contracts,  but  will  help 
to  alleviate  any  additional  burden  on  the 
Commission's  resources.  Moreover,  it  may 
be  possible  that  the  regulatory  burdens  can 
be  shared  with  a  CPTC-registeted  futures 
association,  thus  further  lessening  the  Com- 
mission's duties  with  respect  to  leverage 
transaction  merchants  while  ensuring  the 
integrity  of  the  more  competitive  market- 
place. 

For  the  foregoing  reasons,  the  Depart- 
ment of  Justice  respectfully  urges  an  ap- 
proach to  leverage  contracts  different  than 
that  contained  in  Title  II  of  S.  2045.  Rather 
than  banning  such  contracts,  we  believe 
competition  and  consumer  welfare  will 
better  be  enhanced  by  revision  of  Title  II 
along  the  lines  we  have  suggested.  Our  ap- 
proach would  eliminate  the  ban  on  new 
entry  and  require  a  study  of  ways  in  which 
the  regulatory  scheme  should  be  modified 
so  as  better  to  ensure  the  financial  solvency 
of  firms  writing  such  contracts,  prevent  ma- 
nipulation and  fraud,  and  promote  or  allow 
product  innovation.  Such  an  approach  is 
fully  consistent  with  this  Administration's 
commitment  to  reducing  unnecessary  gov- 
ernmental interference  with  free  market 
forces  and  maximizing  reliance  on  competi- 
tion to  promote  consumer  welfare. 

We  sincerely  appreciate  your  consider- 
ation of  these  views. 


'  In  comments  recently  filed  with  the  Commis- 
sion, the  Department  noted  that  the  appropriate 
level  of  regulation  for  an  instrument  (in  that  case. 
foreign  options)  depends  in  part  on  whether  the 
history  of  the  marketing  of  that  instrument  was 
marked  by  widespread  fraud  and  abuse.  Comments 
of  the  United  States  Department  of  Justice  before 
the  Commodity  Futures  Trading  Commission  in  the 
Matter  of  Proposed  Rules  for  Regulations  of  For- 
eign Options  and  Foreign  Futures  Transactions  17 
(July  8,  1986). 


The  Office  of  Management  and  Budget 
has  advised  this  Department  that  there  is 
no  objection  to  the  submission  of  these 
views  from  the  standpoint  of  the  Adminis- 
tration's program. 
Sincerely. 

John  R.  Bolton, 
Assistant  Attorney  General. 

Mr.  WILSON.  It  is  ironic  that  while 
the  administration  supports  added 
competition  in  the  marketplace,  as  do 
I,  some  observers  believe  that  the 
entire  campaign  to  rescind  the  CFTC's 
authority  over  leverage  contracts  has 
been  prompted  by  fear  of  competition. 
The  two  licensed  leverage  companies 
have  been  in  existence  before  Con- 
gress even  created  a  CPTC.  The  issue 
of  leverage  regulation  has  been  consid- 
ered by  Congress  in  1973,  1978.  1982. 
and  again  this  year.  Yet,  this  year,  for 
the  first  time,  one  exchange  which 
trades  futures  contracts  on  precious 
metals  has  perceived  that  the  two  li- 
censed leverage  firms  represents  com- 
petition. 

In  my  opinion,  the  consimiers  of  this 
coimtry.  as  well  as  our  Nation's  overall 
economy,  are  best  served  through 
public  policy  which  promotes  competi- 
tion, not  through  special  interest  laws 
which  eliminate  it. 

The  amendment  which  I  had  consid- 
ered introducing  would  have  had  a 
positive  effect  upon  competition 
among  leverage  merchants.  Specifical- 
ly, it  would  have  continued  that 
CFTC's  authority  to  regulate  leverage 
contracts  on  gold,  silver,  and  platinum. 
It  would  have  further  directed  the 
CFTC  to  conduct  a  survey  and  report 
to  Congress  in  2  years  regarding  ex- 
pansion of  this  industry  and  the  re- 
sulting competition.  Also,  the  proposal 
which  I  had  been  considering  would 
have  directed  the  Commission  to 
review  and  amend  existing  leverage 
regulations  to  accommodate  an  ex- 
panded leverage  industry,  including 
any  responsibilities  that  a  user-funded 
futures  association  may  be  required  to 
accept. 

In  addition,  my  amendment  wotild 
have  incorporated  the  consumer  pro- 
tection provisions  contained  in  the 
CFTC's  regulations  of  the  leverage  in- 
dustry, as  well  as  restating  the  exist- 
ing statutory  authority  of  the  States 
to  enforce  antifraud  laws  against  imli- 
censed  operators  who  illegally  sell 
commodity  transactions. 

Had  I  introduced  an  amendment,  its 
section  relating  to  the  CFTC's  contin- 
ued regulatory  authority  would  have 
been  identical  to  the  provision  which 
has  already  been  approved  by  the  full 
House  of  Representatives.  That  lan- 
guage is  supported  by  the  Chicago 
Board  of  Trade  and  the  Chicago  Mer- 
cantile Exchange.  In  addition,  CFTC 
Chairman  Phillips  told  the  House  Ag- 
riculture Committee  that  the  Commis- 
sion could  accept  such  a  provision. 

In  my  view,  it  is  essential  that  any 
CFTC  reauthorization  bill  retain— at  a 
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minimum— language  similar  to  that 
approved  by  the  House  and  contained 
in  my  amendment.  Similarly,  I  under- 
stand that  it  is  essential  that  the 
Senate  have  an  opportunity  to  adopt 
this  critical  reauthorization  bill  before 
our  adjournment,  without  a  lengthy 
and  time-consuming  debate  on  lever- 
age transactions. 

For  that  reason,  I  have  not  intro- 
duced an  amendment  and  am  willing 
to  allow  Senate  passage  of  the  commit- 
tee's bill  with  some  assurance  from  the 
distinguished  manager  of  the  bill.  Sen- 
ator LuGAR,  that  the  leverage  issue  will 
be  addressed  fully  by  the  House/ 
Senate  conferees  and  resolved  in  a 
more  favorable  way.  If  this  should  not 
occur,  then  I  want  the  record  to  re- 
flect that  I  will  use  whatever  parlia- 
mentary procedures  are  available  to 
prevent  the  Senate  from  adopting  a 
conference  report  prior  to  our  sine  die 
adjournment. 

Before  engaging  in  a  colloquy  with 
the  bill's  distinguished  manager.  Sena- 
tor Ldgak,  I  wish  to  express  my  pleas- 
ure that  this  important  legislation  to 
reauthorize  the  CFTC  has  made  its 
way  to  the  floor  of  the  Senate.  In  ad- 
dition, I  wish  to  commend  Senator 
Helms  and  Senator  Lugar,  the  chair- 
men of  the  Agriculture  Committee 
and  its  Subcommittee  on  General  Leg- 
islation, for  their  leadership  and  coop- 
eration regarding  this  bill  and  my  in- 
terest in  it. 

I  share  their  concern  and  support 
for  enacting  legislation  during  this 
Congress  which  will  reauthorize  the 
CPTC.  This  authorization  process  has 
commanded  a  great  deal  of  the  agen- 
cy's attention  and  resources,  and  in 
my  view,  it, is  vitally  important  that 
Congress  pass  a  multiyear  reauthoriza- 
tion bill,  so  that  the  agency  may  again 
concentrate  upon  the  task  of  regulat- 
ing a  range  of  complex  and  important 
activities. 

One  such  activity  involves  the  en- 
forcement of  existing  regulations  pur- 
suant to  which  licensed  companies  my 
offer  to  consumers  leverage  or  margin 
contracts  for  the  delivery  of  precious 
metals  or  gold  or  silver  coins.  These 
i*egulations  are  intended  to  protect 
consumers  from  the  unlicensed,  sharp 
operators  who  may  seek  to  defraud 
public  customers  through  phony  com- 
modity transactions.  The  continued 
regulatory  oversight  of  the  CFTC  in 
order  to  eliminate  these  illegal  oper- 
ations is  of  particular  importance  to 
me  because  the  problem  of  commodity 
fraud  has  been  severe  in  southern 
California. 

In  my  view,  it  is  essential  that  any 
CPTC  reauthorization  bill  retain— at  a 
minimum— language  similar  to  that 
approved  by  the  House  and  discussed 
in  my  written  statement.  Similarly,  I 
appreciate  that  it  is  essential  that  the 
Senate  have  an  opportunity  to  adopt 
this  critical  reauthorization  bill  before 
our  adjournment,  without  a  lengthy 


and  time-consuming  debate  on  lever- 
age transactions. 

For  that  reason,  I  have  not  intro- 
duced an  amendment  and  am  willing 
to  allow  Senate  passage  of  the  commit- 
tee's bill  with  some  assurance  from  the 
distinguished  manager  of  the  bill,  Sen- 
ator Lugar,  that  the  leverage  issue  will 
be  addressed  fully  by  the  House/ 
Senate  conferees  and  resolved  in  a 
more  favorable  way. 

Mr.  LUGAR.  Mr.  President,  the  Sen- 
ator from  California  has  stated  his 
point  very  eloquently.  The  House  Ag- 
riculture Committee  has  voted  over- 
whelmingly to  retain  Federal  regula- 
tion of  leverage  contracts.  A  compro- 
mise among  competing  interests  by 
the  House/Senate  conferees  would  be 
a  normal  course  of  events  under  such 
circumstances.  Should  this  not  occur 
and  the  Senate  position  prevail  in  the 
conference,  I  fully  understand  and  ap- 
preciate the  fact  that  the  Senator 
from  California  would  likely  oppose 
the  Senate's  consideration  of  the  con- 
ference report  this  year. 


ORDER  OF  PROCEDURE 

The  PRESIDING  OFFICER.  The 
distinguished  majority  leader  is  recog- 
nized and  the  Senate  will  be  in  order. 

Mr.  DOLE.  Mr.  President,  if  we 
could  have  order,  there  are  a  number 
of  Senators  who  would  like  to  know 
what  the  program  is  going  to  be. 

I  understand  there  are  now  a  series 
of  amendments  cropping  up  on  this 
minor  measure.  We  have  at  least  one 
or  two  on  this  side  and  one  or  two  on 
the  other  side.  One  is  apparently  a 
farm  bill.  We  have  a  couple  on  grain 
standards. 


ROUTINE  MORNING  BUSINESS 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  there  now  be  a 
period  for  the  transaction  of  routine 
morning  business  not  to  extend 
beyond  7:15  p.m.  There  will  be  no 
more  votes  tonight. 

Mr.  PRYOR.  Mr.  President,  reserv- 
ing the  right  to  object. 

Would  the  majority  leader  repeat 
what  he  just  said.  I  could  not  hear. 

Mr.  DOLE.  I  just  said  based  on  what 
I  am  picking  up  around  there  will  be 
no  more  votes,  and  we  will  just  have  a 
period  for  the  transaction  of  routine 
morning  business. 

Mr.  PRYOR.  I  thank  the  Senator. 

Mr.  MELCHER.  Mr.  President,  will 
the  leader  yield? 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  MELCHER.  Reserving  the  right 
to  object. 

Mr.  HARKIN.  Reserving  the  right  to 
object. 

Mr.  BYRD.  May  we  have  order  in 
the  Senate? 


The  PRESIDING  OFFICER.  The 
Senate  will  be  in  order.  Members  will 
withhold  until  the  well  is  cleared. 

Mr.  MELCHER.  Mr.  President,  will 
the  majority  leader  yield  for  a  ques- 
tion? 

Mr.  DOLE.  I  am  happy  to  yield. 

Mr.  MELCHER.  Will  the  majority 
leader  have  any  objection  to  continu- 
ing long  enough  to  offer  an  amend- 
ment that  we  believe  will  be  accepted? 

Mr.  DOLE.  I  understand  there  will 
be  so  many  amendments  that  are  not 
going  to  be  accepted  that  we  better 
sort  of  find  out  where  they  are.  If  we 
can  accept  the  Senator's  amendment 
and  if  there  are  a  couple  more  we  can 
do  very  quickly  tomorrow  morning,  we 
will.  If  we  cannot  work  it  out,  this  bill 
is  finished  for  the  year. 

Mr.  MELCHER.  I  thank  the  leader. 

Mr.  HARKIN.  Mr.  President,  reserv- 
ing the  right  to  object,  I  inquire  of  the 
majority  leader  will  this  bill  then  be 
taken  up  first  thing  tomorrow? 

Mr.  DOLE.  You  may  never  see  this 
bill  again  this  year. 

Mr.  BYRD.  Mr.  President,  will  the 
distinguished  majority  leader  yield  for 
a  question? 

Mr.  DOLE.  I  yield. 

Mr.  BYRD.  While  a  goodly  number 
of  Senators  are  here,  what  time  does 
the  distinguished  majority  leader 
intend  to  bring  the  Senate  in  tomor- 
row? What  is  his  plan  to  have  up  on 
tomorrow  when  the  Senate  begins  its 
business? 

Mr.  DOLE.  I  think  one  thing  we 
might  do  is  sort  of  canvass  the  amend- 
ments on  this  bill  but  if  what  I  am 
hearing  is  correct  we  are  looking  at 
farm  bills  and  other  things.  We  will 
probably  not  be  on  this  bill  tomorrow. 
There  is  a  chance  we  might  be  on 
FIFRA,  and  then  we  hope  to  start 
action  on  the  drug  bill  tomorrow. 

The  House  will  vote  on  the  tax 
reform  bill  about  1  o'clock.  That  may 
be  over. 

We  also  at  least  have  the  possibility 
of  a  cloture  vote  tomorrow  when  we 
come  in  on  the  product  liability.  And 
if  cloture  is  invoked  I  assume  there 
will  be  100  votes  for  it.  That  could 
take  some  time  on  the  cloture  before 
we  move  to  proceed  to  that  measure. 

So  we  plan  on  coming  in  at  9:30  a.m. 

Mr.  BYRD.  If  the  Senate  comes  in 
at  9:30  a.m.,  unless  the  majority  leader 
gives  the  order  to  have  a  cloture  vote 
at  a  time  different  from  that  which 
would  be  in  accordance  with  the  rule, 
if  Senators  could  know  at  this  point 
perhaps  the  majority  leader  would 
want  to  let  us  know  now. 

Mr.  DOLE.  I  think  what  I  need  to  do 
on  that  is  discuss  that  with  the  minor- 
ity leader  a  little  later. 

I  have  a  couple  things  in  mind  that 
we  might  do  on  this  vote. 

Mr.  BYRD.  All  right. 

The  majority  leader  was  interested 
in  having  a  vote  on  some  treaties. 
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Mr.  DOLE.  We  have  about  six  trea- 
ties, and  I  understand  that  if  every 
Member  is  here  tomorrow,  we  could 
have  one  vote  that  would  count  as  six 
votes  on  the  six  treaties. 
Mr.  EAGLETON.  What  time? 
Mr.  BYRD.  I  think  we  might  very 
well  be  able  to  get  consent  for  one  vote 
on  the  six  treaties.  We  would  probably 
have  that  for  the  majority  leader  in 
the  morning. 

What  drug  bill  will  the  Senate  be 
taking  up? 

Mr.  DOLE.  It  is  my  hope,  and  the 
staff  is  still  working,  it  may  not  be  any 
drug  bill  that  is  on  the  calendar.  It 
may  be  a  bipartisan  bill  that  we  would 
introduce  as  a  substitute,  call  up  one 
and  then  introduce  the  substitute, 
hopefully  with  Republican  and  Demo- 
cratic sponsors  on  the  parts  that  we 
can  agree  to,  and  on  the  areas  we 
cannot  agree  we  will  just  have  to  agree 
to  offer  amendments  and  let  people 
vote  them  up  or  down. 
Mr.  BYRD.  Very  well. 
I  thank  the  majority  leader.  There 
will  be  no  more  rollcall  votes  today? 

Mr.  DOLE.  No  more  rollcall  votes 
this  evening. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  HARKIN.  Mr.  President,  reserv- 
ing the  right  to  object,  I  would  like  to 
ask  the  majority  leader  if  he  will  yield 
for  a  question. 
Mr.  DOLE.  I  yield. 
Mr.  HARKIN.  I  and  several  other 
Senators  have  introduced  today  a  new 
farm  bill.  I  was  wondering  if  the  ma- 
jority leader  was  laboring  under  the 
impression  this  was  the  bill? 
Mr.  DOLE.  No. 

Mr.  HARKIN.  I  want  to  make  it 
clear  we  were  not  anticipating  and  I 
was  not  and  no  one  with  me  on  the  bill 
that  I  know  was  going  to  offer  that  in 
any  way.  I  want  to  make  that  point 
clear. 

Mr.  DOLE.  I  think  someone  else 
may  offer  a  number,  like  soybeans, 
farm  credit.  There  are  Members  on 
both  sides  who  have  grain  standard 
amendments.  I  understand  there  are 
amendments  that  will  be  taken  of  Sen- 
ator Melcher  and  the  Senator  from 
Kentucky,  Senator  McConnell. 

We  would  like  to  complete  action  on 
this,  but  I  think  until  we  can  find  out 
and  get  all  the  competing  people  to- 
gether, it  does  not  serve  any  purpose, 
and  I  know  that  many  Members  on 
this  side  have  conflicts  as  do  Members 
on  that  side,  and  we  were  in  late  last 
night.  It  is  going  to  be  a  long  week.  I 
think  we  may  as  well  wrap  it  up. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  MATSUNAGA.  Reserving  the 
right  to  object,  will  the  distinguished 
majority  leader  yield  for  a  question? 

Mr.  DOLE.  I  am  most  pleased  to 
yield. 


Mr.  MATSUNAGA.  At  what  time 
does  the  majority  leader  intend  to  ad- 
journ the  Senate  this  evening? 

Mr.  DOLE.  We  have  quite  a  little 
wrap-up.  I  would  think  by  8  o'clock. 

Mr.  MATSUNAGA.  Without  objec- 
tion, it  is  so  ordered. 

Mr.  President,  I  suggest  the  absence 
of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

D  1930 

Mr.  ARMSTRONG.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


MESSAGES  FROM  THE 
PRESIDENT 

Messages  from  the  President  of  the 
United  States  were  communicated  to 
the  Senate  by  Mrs.  Emery,  one  of  his 
secretaries. 


EXECUTIVE  MESSAGES 
REFERRED 

As  in  executive  session,  the. Presid- 
ing Officer  laid  before  the  Senate  mes- 
sages from  the  President  of  the  United 
States  submitting  sundry  nominations, 
which  were  referred  to  the  appropri- 
ate committees. 

(The  nominations  received  today  are 
printed  at  the  end  of  the  Senate  pro- 
ceedings. ) 


MESSAGES  FROM  THE  HOUSE 

At  10:22  a.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Ms.  Goetz,  one  of  its  reading  clerks, 
announced  that  the  House  agrees  to 
the  amendment  of  the  Senate  to"  the 
bill  (H.R.  1246)  to  establish  a  federally 
declared  floodway  for  the  Colorado 
River  below  Davis  Dam. 

The  message  also  announced  that 
the  House  has  passed  the  following 
bill,  with  amendments,  in  which  it  re- 
quests the  concurrence  of  the  Senate: 

S.  2294.  An  act  to  reauthorize  certain  pro- 
grams under  the  Education  of  the  Handi- 
capped Act,  to  authorize  an  early  interven- 
tion program  for  handicapped  infants,  and 
for  other  purposes. 

ENROLLED  BILL  SIGNED 

At  11:30  a.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Ms.  Goetz,  one  of  its  reading  clerks, 
announced  that  the  Speaker  has 
signed  the  following  enrolled  bill: 

H.R.  2787.  An  act  to  extend  through  fiscal 
year  1988  SBA  Pilot  Programs  under  section 
8  of  the  Small  Business  Act. 

The  enrolled  bill  was  subsequently 
signed  by  the  President  pro  tempore 
[Mr.  Thurmond]. 


ENROLLED  JOINT  RESOLUTION  SIGNED 

At  4:12  p.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
announced  that  the  Speaker  has 
signed  the  following  enrolled  joint  res- 
olution: 

S.J.  Res.  415.  Joint  resolution  to  provide 
for  a  settlement  to  the  Maine  Central  Rail- 
road Company  and  Portland  Terminal  Com- 
pany labor-management  dispute. 

The  enrolled  joint  resolution  was 
subsequently  signed  by  the  President 
pro  tempore  [Mr.  Thurmond]. 


At  5:43  p.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Ms.  Goetz,  one  of  its  reading  clerks, 
announced  that  in  accordance  with 
the  request  of  the  Senate  the  joint 
resolution  (H.J.  Res.  686)  to  designate 
August  12,  1986,  as  "National  Civil 
Rights  Day"  is  returned  to  the  Senate. 

The  message  also  announced  that 
the  House  has  passed  the  following 
bill,  with  amendments  in  which  it  re- 
quests the  concurrence  of  the  Senate: 

S.  816.  An  act  to  establish  the  Pine  Ridge 
Wilderness  and  Soldier  Creek  Wilderness  in 
the  Nebraska  National  Forest  in  the  State 
of  Nebraska,  and  for  other  purposes. 

The  message  further  announced 
that  Mr.  Davis  is  appointed  as  an  ex- 
clusive conferee,  solely  for  the  consid- 
eration of  title  IX  of  division  A  of  the 
Senate  bill  and  sections  213,  1025, 
1026,  1048,  and  title  IX  of  division  A  of 
the  House  amendment  In  the  confer-  - 
ence  on  the  disagreeing  votes  of  the 
two  Houses  on  the  amendments  of  the 
House  to  the  bill  (S.  2638)  entitled  "An 
act  to  authorize  appropriations  for 
military  functions  of  the  Department 
of  Defense  and  to  prescribe  military 
personnel  levels  for  such  department 
for  fiscal  year  1987,  to  revise  and  im- 
prove military  compensation  pro- 
grams, to  improve  defense  procure- 
ment procedures,  to  authorize  certain 
construction  at  military  installations 
for  fiscal  year  1987,  to  authorize  ap- 
propriations for  national  security  pro- 
grams of  the  Department  of  Energy 
for  fiscal  year  1987,  and  for  other  pur- 
poses," vice  Mr.  Kramer,  excused. 

The  message  also  announced  that 
the  House  has  passed  the  following 
bills  and  joint  resolution,  in  which  it 
requests  the  concurrence  of  the 
Senate: 

H.R.  1915.  An  act  to  establish  procedures 
for  review  of  tribal  constitutions  and  bylaws 
or  amendments  thereto  pursuant  to  the  act 
of  June  18,  1934  (48  Stat.  987): 

H.R.  3077.  An  act  to  amend  the  Inspector 
General  Act  of  1978  to  esUblish  offices  of 
inspector  general  in  certain  departments, 
and  for  other  purposes; 

H.R.  4154.  An  act  to  amend  the  Age  Dis- 
crimination in  Employment  Act  of  1967  to 
remove  the  maximum  age  limitation  appli- 
cable to  employees  who  are  protected  under 
such  act.  and  for  other  purposes: 

H.R.  4216.  An  act  to  provide  for  the  re- 
placement of  certain  lands  within  the  Gila 
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Bend  Indism  Reservation,  and  for  other  pur- 
poses: 

H.R.  4217.  An  act  to  provide  for  the  settle- 
ment of  certain  claims  of  the  Papago  Tribe 
of  Arizona  arising  from  the  construction  of 
Tat  Momolikot  Dam,  and  for  other  pur- 
poses: 

H.R.  4862.  An  act  to  amend  the  Freedom 
of  Information  Act  to  provide  procedures 
for  the  processing  of  requests  for  confiden- 
tial business  information: 

H.R.  4980.  An  act  to  amend  chapter  13  of 
title  18.  United  States  Code,  to  impose 
criminal  isenalties  for  damage  to  religious 
property  and  for  injury  to  persons  in  the 
free  exercise  of  religious  beliefs; 

H.R.  5056.  An  act  to  permit  registered 
public  utility  holding  companies  to  own  cer- 
tain interests  in  qualifying  cogeneration  fa- 
cilities: 

H.R.  5166.  An  act  to  designate  certain 
lands  in  the  Cherokee  National  Forest  in 
the  State  of  Tennessee  as  wilderness  areas, 
and  for  other  purposes: 

H.R.  5262.  An  act  to  establish  the  Bayou 
Sauvage  Urban  National  Wildlife  Refuge  in 
the  State  of  Louisiana: 

H.R.  5300.  An  act  to  provide  for  reconcilia- 
tion pursuant  to  section  2  of  the  concurrent 
resolution  on  the  budget  for  fiscal  year 
1987; 

H.R.  5369.  An  act  to  require  asbestos  man- 
ufacturers to  submit  information  on  their 
asbestos  products  to  the  Environmental 
Protection  Agency  and  to  require  owners  of 
buildings  containing  asbestos  to  inspect  the 
building  and  take  samples  of  asbestos  before 
commencing  civil  actions  relating  to  asbes- 
tos, and  for  other  purposes: 

H.R.  5430.  An  act  to  amend  the  Gila  River 
Pima-Maricopa  Indian  Community  judg- 
ment distribution  plan: 

H.R.  5480.  An  act  to  extend  the  expiration 
date  of  the  Defense  Production  Act  of  1950 
and  to  authorize  appropriations  for  pur- 
poses of  such  Act; 

H.R.  5506.  An  act  to  amend  the  Interna- 
tional Claims  Settlement  Act  of  1949  to  pro- 
vide that  the  value  of  claims  be  based  on 
the  fair  market  value  of  the  property  taken: 

H.R.  5522.  An  act  to  authorize  the  release 
to  museums  in  the  United  States  of  certain 
objects  owned  by  the  United  States  Infor- 
mation Agency: 

H.R.  5526.  An  act  to  authorize  the  water 
resources  research  activities  of  the  United 
States  Geological  Survey,  and  for  other  pur- 
poses; and 

H.J.  Res.  67.  Joint  resolution  calling  for  a 
wildlife  sanctuary  for  humpback  whales  in 
the  West  Indies. 

At  7  p.m.,  a  message  from  the  House 
of  Representatives,  delivered  by  Mr. 
Berry,  one  of  its  reading  clerks,  an- 
nounced that  the  House  agrees  to  the 
report  of  the  committee  of  conference 
on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendment  of  the 
House  to  the  bill  (S.  1965)  to  reauthor- 
ize and  revise  the  Higher  Education 
Act  of  1965,  and  for  other  purposes. 

The  message  also  announced  that 
the  House  has  agreed  to  the  following 
concurrent  resolution,  in  which  it  re- 
quests the  concurrence  of  the  Senate: 

H.  Con.  Res.  394.  Concurrent  resolution  to 
correct  technical  errors  in  the  enrollment  of 
the  bill  S.  1965. 


MEASURES  REFERRED 

The  following  bills  were  read  the 
first  and  second  times  by  unanimous 
consent: 

H.R.  1915.  An  act  to  establish  procedures 
for  review  of  tribal  constitutions  and  bylaws 
or  amendments  thereto  pursuant  to  the  act 
of  June  18,  1934  (48  Stat.  987):  to  the  Select 
Committee  on  Indian  Affairs. 

H.R.  4862.  An  act  to  amend  the  Freedom 
of  Information  Act  to  provide  procedures 
for  the  processing  of  requests  for  confiden- 
tial business  information;  to  the  Committee 
on  Governmental  Affairs. 

H.R.  4980.  An  act  to  amend  chapter  13  of 
title  18.  United  States  Code,  to  impose 
criminal  penalties  for  damage  to  religious 
property  and  for  injury  to  persons  in  the 
free  exercise  of  religious  beliefs;  to  the  Com- 
mittee on  the  Judiciary. 

H.R.  5262.  An  act  to  establish  the  Bayou 
Sauvage  Urban  National  Wildlife  Refuge  in 
the  State  of  Louisiana;  to  the  Committee  on 
Environment  and  Public  Works. 

H.R.  5369.  An  act  to  require  asbestos  man- 
ufacturers to  submit  information  on  their 
asbestos  products  to  the  Environmental 
Protection  Agency  and  to  require  owners  of 
buildings  containing  asbestos  to  inspect  the 
building  and  take  samples  of  asbestos  before 
commencing  civil  actions  relating  to  asbes- 
tos, and  for  other  purposes;  to  the  Commit- 
tee on  Environment  and  Public  Works. 

H.R.  5522.  An  act  to  authorize  the  release 
to  museums  in  the  United  States  of  certain 
objects  owned  by  the  United  States  Infor- 
mation Agency:  to  the  Committee  on  For- 
eign Relations. 

H.R.  5526.  An  act  to  authorize  the  water 
resources  research  activities  of  the  United 
States  Geological  Survey,  and  for  other  pur- 
poses: to  the  Committee  on  Environment 
and  Public  Works. 

H.J.  Res.  67.  Joint  resolution  calling  for  a 
wildlife  sanctuary  for  humpback  whales  in 
the  West  Indies;  to  the  Committee  on  For- 
eign Relations. 


H.R.  3077.  An  act  to  amend  the  Inspector 
General  Act  of  1978  to  establish  offices  of 
inspector  general  in  certain  departments, 
and  for  other  purposes; 

H.R.  5300.  An  act  to  provide  for  reconcilia- 
tion pursuant  to  section  2  of  the  concurrent 
resolution  on  the  budget  for  fiscal  year 
1987; 

H.R.  5480.  An  act  to  extend  the  expiration 
date  of  the  Defense  Production  Act  of  1950 
and  to  authorize  appropriations  for  pur- 
poses of  such  act: 


MEASURES  PLACED  ON  THE 
CALENDAR 

The  following  bills  were  read  the 
second  time,  and  placed  on  the  calen- 
dar: 

H.R.  5484.  An  act  to  strengthen  Federal 
efforts  to  encourage  foreign  cooperation  in 
eradicating  illicit  drug  crops  and  in  halting 
international  drug  traffic,  to  improve  en- 
forcement of  Federal  drug  laws  and  enhance 
interdiction  of  illicit  drug  shipments,  to  pro- 
vide strong  Federal  leadership  in  establish- 
ing effective  drug  abuse  prevention  and  edu- 
cation programs,  to  expand  Federal  support 
for  drug  abuse  treatment  and  rehabilitation 
efforts,  and  for  other  purposes; 

S.  2825.  A  bill  to  provide  for  a  waiver  of 
certain  requirements  of  title  XIX  of  the 
Social  Security  Act  with  respect  to  care  and 
services  provided  by  the  Medical  University 
of  South  Carolina: 

H.R.  4492.  An  act  to  permit  the  transfer  of 
certain  airport  property  in  Algona.  Iowa; 

H.R.  4838.  An  act  to  amend  section  408  of 
the  Federal  Aviation  Act  of  1958  to  ensure 
fair  treatment  of  airline  employees  in  air- 
line mergers  and  similar  transactions;  and 

S.  2850.  A  bill  to  strengthen  and  improve 
the  enforcement  of  the  laws  against  illegal 
drugs,  and  for  other  purposes. 

The  following  bills  were  read  the 
first  and  second  times  by  unanimous 
consent: 


MEASURES  HELD  AT  THE  DESK 

The  following  bills  were  ordered 
held  at  the  desk  by  unanimous  con- 
sent, pending  further  disposition: 

H.R.  4154.  An  act  to  amend  the  Age  Dis- 
crimination in  Employment  Act  of  1967  to 
remove  the  maximum  age  limitation  appli- 
cable to  employees  who  are  protected  under 
such  Act,  and  for  other  purposes: 

H.R.  4216.  An  act  to  provide  for  the  re- 
placement of  certain  lands  within  the  Gila 
Bend  Indian  Reservation,  and  for  other  pur- 
poses: 

H.R.  4217.  An  act  to  provide  for  the  settle- 
ment of  certain  claims  of  the  Papago  Tribe 
of  Arizona  arising  from  the  construction  of 
Tat  Momolikot  Dam,  and  for  other  pur- 
poses: 

H.R.  5056.  An  act  to  permit  registered 
public  utility  holding  companies  to  own  cer- 
tain interests  in  qualifying  cogeneration  fa- 
cilities: 

H.R.  5430.  An  act  to  amend  the  Gila  River 
Pima-Maricopa  Indian  Community  judg- 
ment distribution  plan. 

The  following  bill  was  ordered  held 
at  the  desk  by  unanimous  consent, 
until  the  close  of  business  September 
25,  1986: 

S.  2840.  A  bill  entitled  the  "Superfund 
Amendments  and  Reauthorization  Act  of 
1986". 


ENROLLED  BILLS  AND  JOINT 
RESOLUTIONS  PRESENTED 

The  Secretary  of  the  Senate  report- 
ed that  on  today,  September  24,  1986, 
she  had  presented  to  the  President  of 
the  United  States  the  following  en- 
rolled bills  and  joint  resolutions: 

S.  1963.  An  act  to  direct  the  Secretary  of 
the  Interior  to  convey  certain  interests  in 
lands  in  Socorro  County,  New  Mexico,  to 
the  New  Mexico  Institute  of  Mining  and 
Technology: 

S.  2703.  An  act  to  amend  the  Federal  Avia- 
tion Act  of  1958  to  provide  that  prohibitions 
of  discrimination  against  handicapped  indi- 
viduals shall  apply  to  air  carriers; 

S.  2759.  An  act  relating  to  telephone  serv- 
ices for  Senators; 

S.J.  Res.  207.  Joint  resolution  to  designate 
November  15.  1986,  as  "National  Philan- 
thropy Day": 

S.J.  Res.  317.  Joint  resolution  to  designate 
the  month  of  November  1986  as  "National 
Hospice  Month": 

S.J.  Res.  354.  Joint  resolution  to  designate 
the  week  of  October  5.  1986,  through  Octo- 
ber 11,  1986.  as  "National  Drug  Abuse  Edu- 
cation and  Prevention  Week": 

S.J.  Res.  362.  Joint  resolution  to  designate 
the  week  of  December  14,  1986.  through  De- 
cember 20.  1986,  as  "National  Drunk  and 
Drugged  Driving  Awareness  Week"; 
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S.J.  Res.  402.  Joint  resolution  designating 
July  2  and  3.  1987.  as  the  "United  States- 
Canada  Days  of  Peace  and  Friendship";  and 

S.J.  Res.  415.  Joint  resolution  to  provide 
for  a  settlement  to  the  Maine  Central  Rail- 
road Company  and  Portland  Terminal  Com- 
pany labor-management  dispute. 


PETITIONS  AND  MEMORIALS 

The  following  petitions  and  memori- 
als were  laid  before  the  Senate  and 
were  referred  or  ordered  to  lie  on  the 
table  as  indicated: 

POM-860.  Joint  resolution  adopted  by  the 
Legislature  of  the  State  of  California:  to  the 
Committee  on  Commerce,  Science,  and 
Transportation. 

"Assembly  Joint  Resolution  No.  108 

"Whereas,  The  United  States  Senate 
Budget  Resolution  eliminates  the  United 
States  Travel  and  Tourism  Administration 
(USTTA),  the  only  official  organization 
that  coordinates  international  tourism 
policy  for  the  United  States  worldwide;  and 

"Whereas,  Tourism  is  the  second  largest 
private  employer  in  the  nation  and  gener- 
ates more  than  $46  billion  a  year  in  salaries 
and  wages  while  serving  as  the  first,  second, 
or  third  largest  employer  in  40  states:  and 

•Whereas.  USTTA  provides  state  and  city 
tourism  agencies  with  a  worldwide  network 
of  offices  and  services  which  promote  the 
United  States  as  a  destination  of  travel  in 
general  and  aid  in  marketing  those  states 
and  cities  in  particular;  and 

"Whereas,  The  average  funding  among 
competitive  countries  for  equivalent  agen- 
cies is  nearly  four  times  greater  than  federal 
funding  for  USTTA;  and 

"Whereas,  The  preservation  of  the  profit- 
generating  USTTA  would  lessen  the  United 
States  balance-of-trade  deficit  by  increasing 
the  United  States'  share  of  tourism  receipU 
thereby  increasing  our  nation's  real  earn- 
ings; now,  therefore,  be  it 

"Resolx}ed  by  the  Assembly  and  Senate  of 
the  State  of  California,  jointly.  That  the 
Legislature  of  the  State  of  California  memo- 
rializes the  President  and  Congress  of  the 
United  States  to  take  all  measures  necessary 
to  retain  the  United  States  Travel  and 
Tourism  Administration  at  current  or 
higher  funding  levels;  and  be  it  further 

"Resolved,  That  the  Chief  Clerk  of  the  As- 
sembly transmit  copies  of  this  resolution  to 
the  President  and  Vice  President  of  the 
United  States,  to  the  Speaker  of  the  House 
of  Representatives,  to  each  Senator  and 
Representative  from  California  in  the  Con- 
gress of  the  United  States,  and  to  the  Na- 
tional Conference  of  State  Legislatures. " 

POM-861.  Joint  resolution  adopted  by  the 
Legislature  of  the  State  of  California;  to  the 
Committee  on  Finance: 

"Assembly  Joint  Resolution  No.  102 

"Whereas,  Agriculture  is  the  leading  in- 
dustry in  California  accounting  for  more 
than  14  billion  dollars  in  gro.ss  receipts  from 
the  production  of  nearly  250  different  crops 
and  livestock;  and 

■Whereas,  California's  agricultural  econo- 
my is  heavily  dependent  on  foreign  markets 
which  account  for  25  percent  of  California 
agricultural  sales:  and 

"Whereas,  The  value  of  California's  agri- 
cultural exports  has  declined  from  a  high  of 
4.2  billion  dollars  in  1981  to  2.9  billion  dol- 
lars in  1984  largely  due  to  tariff  and  nontar- 
iff  barriers  facing  our  agricultural  exports 
and  to  the  competition  from  emerging  for- 
eign producers;  and 


"Whereas,  Spain  and  Portugal  have  en- 
tered into  full  membership  in  the  European 
Economic  Community  which  will  further 
decrease  our  agricultural  export  trade;  auid 

"Whereas,  The  preservation  and  develop- 
ment of  foreign  markets  are  essential  to  the 
economic  well-being  of  California  agricul- 
ture; and 

"Whereas,  The  next  round  of  tariff  nego- 
tiations under  the  General  Agreement  on 
Tariffs  and  Trade  (GATT)  is  scheduled  to 
take  place  in  September  1986;  and 

"Whereas,  United  States  agriculture  in 
general,  and  California  agriculture  in  par- 
ticular, have  historically  been  relegated  to  a 
low  priority  in  the  GATT  negotiations  and 
have  received  little  benefit,  frequently  being 
offered  as  the  sacrificial  lamb  to  achieve 
nonagricultural  concessions:  and 

"Whereas,  Those  few  gains  which  agricul- 
ture has  achieved  through  these  negotia- 
tions are  of  little,  if  any,  value  due  to  fla- 
grant violations  of  the  GATT  rules  by  for- 
eign countries;  and 

"Whereas,  It  has  become  abundantly  clear 
that  the  United  States  must  make  an  un- 
equivocal strong  stand  at  the  GATT  negoti- 
ations to  protect  our  rightful  position  in 
world  trade  and  to  ensure  that  agriculture 
maintains  a  priority  status:  and 

"Whereas,  The  California  State  World 
Trade  Commission  has  appointed  a  Special 
Trade  Representative  who  is  housed  in  the 
Governor's  Washington  D.C.  Office  and 
who  is  intimately  familiar  with  California 
agriculture  and  the  significant  importance 
of  maintaining  present  and  developing  new- 
export  markets  for  California's  agricultural 
commodities;  and 

"Whereas,  This  is  a  prime  opportunity  for 
the  Governor  and  the  commission's  special 
trade  representative  to  protect  and  enhance 
the  position  of  California  agriculture 
through  forceful,  constructive,  and  deter- 
mined participation  in  the  GATT  negotia- 
tions; now,  therefore,  be  it 

"Resolved  by  the  Assembly  and  the  Senate 
of  the  State  of  California,  jointly.  That  the 
Legislature  of  the  Stale  of  California  re- 
spectfully memoralizes  the  President  and 
Congress  of  the  United  States  to  protect 
California  agricultural  interests  in  the 
forthcoming  General  Agreement  on  Tariffs 
and  Trade  (GATT)  negotiations:  and  be  it 
further 

"Resolved,  That  the  California  State 
World  Trade  Commission  is  requested  to 
direct  its  special  trade  representative  in 
Washington,  D.C,  to  take  an  active  role  in 
the  forthcoming  GATT  negotiations  and 
ensure  that  the  United  States  negotiators 
recognize  California  agriculture's  rightful 
position  in  world  trade;  and  be  it  further 

"Resolved,  The  special  trade  representa- 
tive be  requested  to  keep  the  Governor  and 
the  Legislature  abreast  of  international 
trade  developments,  especially  any  proposal 
that  might  be  considered  by  the  United 
States  negotiating  team  so  the  state  will 
have  an  opportunity  to  analyze  and  present 
meaningful  and  timely  input  to  the  United 
States  negotiators;  and  be  it  further 

"Resolved,  That  United  States  negotiators 
be  requested  to  obtain  agreement  from  all 
GATT  participants  that  violations  of  GATT 
rules  will  cease;  and  be  it  further 

"Resolved,  That  the  Clerk  of  the  Assem- 
bly transmit  copies  of  this  resolution  to  the 
Governor,  to  the  Director  of  the  California 
Department  of  Pood  and  Agriculture,  to  the 
California  State  World  Trade  Commission 
and  its  Special  Trade  Representative,  to  the 
President  and  Vice  President  of  the  United 
States,  to  the  President  pro  Tempore  of  the 


United  States  Senate,  to  the  Speaker  of  the 
House  of  Representatives,  to  each  Senator 
and  Representative  from  California  in  the 
Congress  of  the  United  States,  to  the  United 
States  Secretary  of  Agriculture,  and  to  the 
United  States  Trade  Representative." 

POM-862.  Joint  resolution  adopted  by  the 
Legislature  of  the  State  of  California;  to  the 
Committee  on  Labor  and  Human  Resources: 

"'Assembly  Joint  Resolution  No.  105 

""Whereas.  Advancing  medical  technology 
in  the  area  of  organ  transplantation  has 
brought  enhanced  health  to  thousands  of 
people  while  increasing  both  the  need  and 
demand  for  transplant  operations;  and 

"Whereas,  The  public  has  seen  an  increas- 
ing number  of  dramatic  appeals  for  organ 
donors  to  help  a  particular  patient  in  need 
of  a  heart,  liver,  or  other  organ  transplant; 
and 

""Whereas,  The  federal  Task  Force  on 
Organ  Procurement  and  Transplantation  is 
a  congressionally  mandated  body  represent- 
ing physicians  and  scientists  involved  in 
transplantation,  organ  procurement  special- 
ists, hospitals,  third-party  payers,  members 
of  the  general  public,  ethicists.  attorneys, 
and  representatives  of  the  federal  govern- 
ment; and 

""Whereas.  The  task  force  has  spent  the 
last  18  months  studying  transplant  policy  in 
this  country;  and 

""Whereas.  The  task  force  has  recently  re- 
leased an  extensive  report  on  its  findings; 
and 

""Whereas.  The  American  Council  on 
Transplantation  (ACT)  is  a  private  sector 
organization  formed  in  1983  and  dedicated 
to  increasing  the  availability  and  transplan- 
tation of  organs  and  tissues  to  save  and  im- 
prove the  lives  of  others.  ACT  is  a  nonprofit 
organization  of  over  700  individuals  and 
over  80  national,  regional,  and  local  organi- 
zations representing  a  range  of  interests  in 
organ  and  tissue  transplantation:  and 

""Whereas,  The  American  Council  on 
Transplantation  has  officially  endorsed  in 
principle  the  work  and  report  of  the  task 
force:  now.  therefore,  be  it 

■Resolved  by  the  Assembly  and  Senate  of 
the  State  of  California,  jointly.  That  the 
Legislature  of  the  State  of  California  en- 
dorses in  principle  the  work  and  the  find- 
ings of  the  federal  Task  Force  on  Organ 
Transplantation;  and  be  it  further 

■Resolved,  That  the  Legislature  of  the 
State  of  California  respectfully  memorial- 
izes the  President  of  the  United  States  and 
Congress  to  carry  out  the  specific  task  force 
recommendation  that  a  national  organ  pro- 
curement and  transplantation  network  be 
established  to  coordinate  efforts  to  locate 
[Mtential  donor  organs,  and  that  this  net- 
work shall  have  the  power  to  set  guidelines 
for  obtaining  and  using  organs  for  the  pur- 
pose of  transplantation:  and  be  it  further 

■Resoh^ed,  That  the  Chief  Clerk  of  the  As- 
sembly send  copies  of  this  resolution  to  the 
President  and  the  Vice  President  of  the 
United  States,  to  the  Speaker  of  the  House 
of  Representatives,  to  each  Senator  and 
Representative  from  California  in  the  Con- 
gress of  the  United  States,  to  the  Secretary 
of  Health  and  Human  Services,  to  the  Exec- 
utive Director  of  the  American  Council  on 
Transplantation,  and  to  the  Executive  Di- 
rector of  the  Task  Force  on  Organ  Procure- 
ment and  Transplantation." 

POM-863.  Joint  resolution  adopted  by  the 
Legislature  of  the  State  of  California;  to  the 
Committee  on  Labor  and  Human  Resources: 
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"Assembly  Joint  Resolution  No.  100 

"Whereas.  The  right  of  working  people  to 
fair  treatment  by  their  employers  is  funda- 
mental to  the  proper  functioning  of  both 
our  American  democracy  and  our  economy, 
and 

"Whereas,  Being  out  of  work  is  a  dehu- 
manizing experience,  and  Americans  do  not 
go  on  strike  for  frivolous  reasons;  and 

"Whereas,  On  March  7.  1986.  the  6,000 
members  of  the  Independent  Federation  of 
Plight  Attendants  (IFPA)  went  on  strike 
against  Trans  World  Airlines  (TWA)  after 
contract  negotiations  reached  a  total  im- 
passe; and 

"Whereas,  The  IFFA  has  bargained  in 
good  faith  by  offering  to  accept  the  same 
pay  and  t>enefit  reductions  as  other  TWA 
unions;  and  $5,000  per  IFPA  member  per 
year  over  three  years;  and 

"Whereas.  TWA  rejected  this  offer,  de- 
manding salary,  benefit,  and  work  rule  con- 
cessions from  IFPA  members  three  times 
greater  than  those  accepted  by  other  TWA 
employees  (i.e.,  mechanics,  pilots,  ground 
employees,  nonunion  personnel,  and  man- 
agement employees):  and 

"Whereas.  TWA  seeks  a  substantially 
greater  reduction  in  the  total  wage-benefit- 
work  rule  package  from  the  IFPA;  and 

"Whereas.  All  union  employees  regardless 
of  gender  have  the  same  economic  need  to 
support  themselves  and  their  families,  thus 
requiring  that  due  consideration  for  equal 
treatment  l)e  assured  in  labor  negotiations 
and  settlements  for  both  male  and  female 
dominated  unions;  and 

"Whereas,  TWA  management's  present 
course  of  using  inexperienced,  nonunion 
personnel  to  fill  the  strikers'  positions  is 
causing  a  reduction  in  service;  now.  there- 
fore, be  it 

"Resolved  by  the  Assembly  and  Senate  of 
the  State  of  California,  jointly.  That  the 
Legislature  of  the  State  of  California  ex- 
presses its  support  for  a  prompt  and  equita- 
ble settlement  of  the  labor  dispute  l>etween 
the  Independent  Federation  of  Flight  At- 
tendants and  Trans  World  Airlines;  and  be 
it  further 

"Resolved,  That,  recognizing  that  the  regu- 
lation of  interstate  air  traffic  is  a  federal  re- 
sponsibility, the  Legislature  urges  the  Presi- 
dent of  the  United  States,  the  Secretaries  of 
the  United  States  Departments  of  Labor 
and  Transportation,  and  the  Congress  of 
the  United  States  to  take  all  appropriate 
steps  to  bring  about  a  prompt  and  equitable 
settlement  of  the  labor  dispute  between  the 
Independent  Federation  of  Flight  Attend- 
ants and  Trans  World  Airlines;  and  be  it 
further 

"Resolved,  That  the  Chief  Clerk  of  the  As- 
sembly transmit  copies  of  this  resolution  to 
the  President  and  Vice  President  of  the 
United  States,  the  Secretaries  of  the  United 
States  Departments  of  Labor  and  Transpor- 
tation, the  Speaker  of  the  House  of  Repre- 
sentatives of  the  United  States,  each  Sena- 
tor and  Representative  from  California  in 
the  Congress  of  the  United  States,  the  Inde- 
pendent Federation  of  Flight  Attendants, 
and  Trans  World  Airlines." 

POM-864.  Joint  resolution  adopted  by  the 
Legislature  of  the  State  of  California;  to  the 
Committee  on  Small  Business: 

Assembly  Joint  Resolution  No.  96 

"Whereas.  The  United  States  Small  Busi- 
ness Administration  was  established  to 
foster  the  American  spirit  of  entrepreneur- 
ship  for  individuals  gifted  with  initiative 
and  talent  but  who  lack  financial  means  to 
achieve  their  business  objectives;  and 


■Whereas.  The  United  States  Small  Busi- 
ness Administration  has  provided  new  entre- 
preneurs with  counsel,  expertise,  and  tech- 
nical support  to  compete  in  the  business 
community  in  an  economically  significant 
manner;  and 

'Whereas,  The  State  of  California  recog- 
nizes that  the  programs  of  the  United 
States  Small  Business  Administration  have 
strengthened  the  state's  economic  growth 
and  welfare  by  developing  businesses  that 
generate  state  revenue,  stimulating  private 
investment  and  employment;  and 

"Whereas,  The  State  of  California  recog- 
nizes that  federal  appropriations  to  the 
Small  Business  Administration  are  an  in- 
vestment in  future  business  developments 
and  innovations  that  will  keep  this  country 
competitive  with  other  industrial  nations; 
and 

"Whereas,  The  State  of  California  recog- 
nizes that  private  entrepreneurs  with  the 
help  of  the  Small  Business  Administration 
have  stimulated  the  development  of  new 
products,  technology,  services,  marketing 
ideas,  and  employment  opportunities  which 
have  placed  California  in  the  forefront  of 
business  developments:  and 

"Whereas.  The  State  of  California  recog- 
nizes that  the  Small  Business  Administra- 
tion has  played  an  important  role  in  assist- 
ing minority  business  people  to  start  their 
own  businesses  and  participate  in  govern- 
ment prcKurement  programs:  and 

"Whereas.  The  State  of  California's  busi- 
nesses are  in  greater  need  today  than  ever 
before  of  the  services  of  the  United  States 
Small  Business  Administration  as  a  result  of 
the  fact  that  they  are: 

"(a)  Experiencing  severe  economic  prob- 
lems caused  by  escalating  insurance  costs 
and  commercial  rents. 

"(b)  Increasing  competition  from  large 
chains. 

""(c)  Often  subjected  to  greater  regulation 
by  all  levels  of  government  which  requires 
greater  knowledge  and  technical  expertise. 

""(d)  Subject  to  greater  interest  rates  and 
loan  fees  for  capital  than  competing  larger 
businesses  and  often  entrepreneurs  have 
difficulty  obtaining  private  financing  for 
startup  costs,  maintenance,  and  expansion; 
now.  therefore,  be  it 

"Resolved  by  the  Assembly  and  Senate  of 
the  State  of  California,  jointly.  That  the 
Legislature  of  the  State  of  California  urge 
the  President  and  Congress  of  the  United 
States  to  keep  the  United  States  Small  Busi- 
ness Administration  as  an  independent 
agency  with  adequate  funding  for  assisting 
the  development  of  new  small  businesses 
and  preservation  of  existing  ones:  and  be  it 
further 

"Resolved,  That  the  Chief  Clerk  of  the  As- 
sembly transmit  copies  of  this  resolution  to 
the  President  and  Vice  President  of  the 
United  States,  to  the  Speaker  of  the  House 
of  Representatives,  to  each  Senator  and 
Representative  from  California  in  the  Con- 
gress of  the  United  States,  and  to  the  Ad- 
ministrator of  the  United  States  Small  Busi- 
ness Administration." 


REPORTS  OF  COMMITTEES 

The  following  reports  of  committees 
were  submitted: 

By  Mr.  HATCH,  from  the  Committee  on 
Labor  and  Human  Resources,  with  an 
amendment  in  the  nature  of  a  substitute 
and  an  amendment  to  the  title: 

S.  827.  A  bill  to  amend  the  Public  Health 
Service  Act  to  provide  for  the  compensation 
of  children  and  others  who  have  sustained 


vaccine-related  injuries,  and  for  other  pur- 
poses (Rept.  No.  99-483). 

By  Mr.  HATCH,  from  the  Committee  on 
Labor  and  Human  Resources,  without 
amendment: 

S.  2864.  A  bill  to  provide  for  a  Deputy  Sec- 
retary of  Labor,  and  Assistant  Secretary  of 
Labor  for  Administration  and  Management, 
three  additional  Assistant  Secretaries  of 
Labor,  and  for  other  purposes  (Rept.  No.  99- 
484). 

By  Mr.  ANDREWS,  from  the  Select  Com- 
mittee on  Indian  Affairs: 

Report  to  accompany  the  bill  (S.  2676)  to 
provide  for  the  settlement  of  water  rights 
claims  of  the  La  Jolla,  Rincon,  San  Pasqual. 
Pauma.  and  Pala  Bands  of  Mission  Indians 
in  San  Diego  County,  California,  and  for 
other  purposes  (Rept.  No.  99-485). 

By  Mr.  HEINZ,  from  the  Committee  on 
Banking,  Housing,  and  Urban  Affairs,  with- 
out amendment: 

S.  430.  A  bill  to  amend  and  clarify  the  For- 
eign Corrupt  Practices  Act  of  1977  (Rept. 
No.  99-486). 

By  Mr.  THURMOND,  from  the  Commit- 
tee on  the  Judiciary,  without  recommenda- 
tion without  amendment: 

H.R.  2183.  A  bill  to  amend  title  28  of  the 
United  States  Code  to  make  certain  changes 
with  respect  to  the  participation  of  judges 
of  the  Court  of  International  Trade  in  judi- 
cial conferences,  and  for  other  purposes. 

By  Mr.  THURMOND,  from  the  Commit- 
tee on  the  Judiciary,  without  amendment 
and  with  a  preamble: 

H.  Con.  Res.  67.  Concurrent  resolution  ex- 
pressing the  sense  of  the  Congress  that  a 
uniform  State  act  should  be  developed  and 
adopted  which  provides  grandparents  with 
adequate  rights  to  petition  State  courts  for 
privileges  to  visit  their  grandchildren  fol- 
lowing the  dissolution  (because  of  divorce, 
separation,  or  death)  of  the  marriage  of 
such  grandchildren's  parents,  and  for  other 
purposes. 

By  Mr.  THURMOND,  from  the  Commit- 
tee on  the  Judiciary,  with  amendments: 

S.  2312.  A  bill  to  amend  title  VII  of  the 
Omnibus  Crime  Control  and  Safe  Streets 
Act  of  1968.  relating  to  armed  career  crimi- 
nals, to  include  a  serious  drug  offense  and 
any  crime  of  violence  as  an  offense  subject 
to  enhanced  penalties. 

By  Mr.  THURMOND,  from  the  Conunit- 
tee  on  the  Judiciary,  with  an  amendment  in 
the  nature  of  a  substitute: 

S.  2323.  A  bill  to  exempt  certain  activities 
from  provisions  of  the  antitrust  laws. 

By  Mr.  THURMOND,  from  the  Commit- 
tee on  the  Judiciary,  without  recommenda- 
tion without  amendment: 

S.  2424.  A  bill  to  amend  the  interest  provi- 
sions of  the  Declaration  of  Taking  Act. 


EXECUTIVE  REPORTS  OP 
COMMITTEES 

The  following  executive  reports  of 
committees  were  submitted: 

By  Mr.  DANFORTH.  from  the  Committee 
on  Commerce.  Science,  and  Transportation: 

John  W.  Melcher.  of  Maryland,  to  be  In- 
spector General.  Department  of  Transporta- 
tion; 

William  R.  Graham,  of  California,  to  be 
Director  of  the  Office  of  Science  and  Tech- 
nology Policy;  and 

Dale  D.  Myers,  of  California,  to  be  Deputy 
Administrator  of  the  National  Aeronautics 
and  Space  Administration. 
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(The  above  nominations  were  report- 
ed with  the  recommendation  that  they 
be  confirmed,  subject  to  the  nominees' 
commitment  to  respond  to  requests  to 
appear  and  testify  before  any  duly 
constituted  committee  of  the  Senate.) 


INTRODUCTION  OP  BILLS  AND 
JOINT  RESOLUTIONS 

The  following  bills  and  joint  resolu- 
tions were  introduced,  read  the  first 
and  second  time  by  unanimous  con- 
sent, and  referred  as  indicated: 
By  Mr.  SPECTER: 

S.  2863.  A  bill  to  prohibit  damage  to  reli- 
gious property:  injury  to  persons  in  the  free 
exercise  of  religious  beliefs:  to  the  Commit- 
tee on  the  Judiciary. 
By  Mr.  HATCH: 

S.  2864.  A  bill  to  provide  for  a  Deputy  Sec- 
retary of  Labor,  and  Assistant  Secretary  of 
Labor  for  Administration  and  Management, 
three  additional  Assistant  Secretaries  of 
Labor,  and  for  other  purposes:  from  the 
Committee  on  Labor  and  Human  Resources: 
placed  on  the  calendar. 

By  Mr.  GORTON  (for  himself  and  Mr. 
Evans): 

S.  2865.  A  bill  to  amend  Public  Law  94- 
423.  relating  to  the  Oroville-Tonasket  Unit, 
Chief  Joseph  Dam  Project,  to  ensure  that 
the  design  flaws  in  the  system  are  corrected, 
and  for  other  purposes. 
By  Mr.  SPECTER: 

S.  2866.  A  bill  to  rename  the  VA  Medical 
Center:"  at  University  Drive  in  Pittsburgh, 
Pennsylvania,  the  "Commando  Charles  E. 
Kelly  VA  Medical  Center":  to  the  Commit- 
tee on  Veterans'  Affairs. 

By  Mr.  METZENBAUM: 

S.  2867.  A  bill  to  amend  chapter  13  of  title 
18,  United  States  Code,  to  impose  criminal 
penalties  for  damage  to  religious  property 
and  for  injury  to  persons  in  the  free  exer- 
cise of  religious  beliefs:  to  the  Committee  on 
the  Judiciary. 

By  Mr.  DOMENICI  (for  himself  and 

Mr.  BiNGAMAN): 

S.  2868.  A  bill  to  amend  the  Indian  Self- 
Determination  Act  of  1974,  and  for  other 
purposes:  to  the  Select  Committee  on 
Indian  Affairs. 

By    Mr.    HARKIN    (for    himself,    Mr. 

ZoRiNSKY,  Mr.  ExoN,  Mr.  Hart,  and 

Mr.  BuRDicK): 

S.  2869.  A  bill  to  provide  price  and  income 

protection  to  family  farmers  through  the 

management    of    the    supply    of    the    1987 

through   1999  crops  of  certain  agriculture 

commodities,  and  for  other  purposes:  to  the 

Committee  on  Agriculture,  Nutrition,  and 

Forestry. 

By  Mr.  SPECTER  (for  himself  and 
Mr.  Heinz): 
S.  2870.  A  bill  entitled  the  "Steamtown 
Historic  Designation  Act:"  to  the  Commit- 
tee on  Energy  and  Natural  Resources. 

By  Mr.   BRADLEY  (for  himself  and 
Mr.  Lautenberc): 
S.  2871.  A  bill  to  designate  certain  seg- 
ments of  the  Maurice,  the  Manatico,  and 
the  Manumuskin  Rivers  in  New  Jersey  as 
study  rivers  for  inclusion  in  the  national 
wild  and  scenic  rivers  system:  to  the  Com- 
mittee on  Energy  and  Natural  Resources. 
By  Mrs.  KASSEBAUM: 
S.  2872.  A  bill  to  amend  the  Federal  Insec- 
ticide, Fungicide,  and  Rodenticide  Act  to 
permit  applicants  to  file  abbreviated  appli- 
cations for  registration  of  pesticides  or  new 
uses   of   pesticides    under   certain   circum- 
stances, and  for  other  purposes:  to  the  Com- 


mittee on  Agriculture,  Nutrition,  and  For- 
estry. 

By  Mr.  KENNEDY: 
S.  2873.  A  bill  to  require  the  Director  of 
the  National  Institute  of  Child  Health  and 
Human  Development  to  establish  a  grant 
program  to  fund  research,  training,  and  pa- 
tient service  in  pediatric  pulmonary  medi- 
cine: to  the  Committee  on  Labor  and 
Human  Resources. 

By  Mr.  GRASSLEY: 
S.  2874.  A  bill  to  amend  the  Grain  Stand- 
ards Act  of  1916  to  establish  the  policy  of 
providing  grain  of  high  quality  to  both  do- 
mestic and  foreign  buyers,  to  better  define 
the  purpose  of  Official  United  States  Stand- 
ards for  Grain  and  to  provide  for  the  closer 
regulation  of  dockage  and  foreign  material 
in  grain:  to  the  Committee  of  Agriculture, 
Nutrition,  and  Forestry. 

By   Mr.    MATSUNAGA   (for   himself, 
Mr.  Glenn,  Mr.  Broyhill,  Mr.  Bur- 
dick,    Mr.    Gore,    Mr.    Heflin,    Mr. 
INOUYE,  Mr.  Johnston,  Mr.  McCon- 
nell,  and  Mr.  Wilson): 
S.  2875.  A  bill  to  amend  the  Federal  Food, 
Drug,  and  Cosmetic  Act  to  ban  the  reimpor- 
tation  of   drugs   produced   in   the   United 
States,  to  place  restrictions  on  drug  samples, 
to  ban  certain  resales  of  drugs  purchased  by 
hospitals  and  other  health  care  facilities, 
and  for  other  purposes:  to  the  Committee 
on  Finance. 

By  Mr.  MOYNIHAN: 
S.J.  Res.  419.  Joint  resolution  to  designate 
December  11,  1986  as  "National  SEEK  and 
College  Discovery  Day":  to  the  Committee 
on  the  Judiciary. 


SUBMISSION  OF  CONCURRENT 
AND  SENATE  RESOLUTIONS 

The  following  concurrent  resolutions 
and  Senate  resolutions  were  read,  and 
referred  (or  acted  upon),  as  indicated: 
By  Mr.  STAFFORD  (for  Mr.  Dole  (for 
himself  and  Mr.  Byrd)): 
S.  Res.  493.  A  resolution  to  authorize  the 
production  of  documents  by  the  Senate  Per- 
manent   Subcommittee    on    Investigations: 
considered  and  agreed  to. 

By  Mr.  STAFFORD  (for  Mr.  Dole  (for 
himself  and  Mr.  Byrd)): 
S.  Res.  494.  A  resolution  to  direct  the 
Senate  Legal  Counsel  to  represent  and  to 
authorize  the  testimony  of  former  Perma- 
nent Subcommittee  on  Investigations  em- 
ployees in  the  case  of  "William  E.  Brock  v. 
Frank  Gerace,  et  al.":  considered  and  agreed 
to. 

By  Mr.  D'AMATO  (for  himself  and 
Mr.  Bradley): 
S.  Con.  Res.  164.  A  concurrent  resolution 
expressing  the  sense  of  the  Congress  con- 
cerning the  Soviet  Union's  continued  inter- 
ference with  postal  communications  be- 
tween the  United  States  and  the  Soviet 
Union:  to  the  Committee  on  Foreign  Rela- 
tions. 


STATEMENTS  ON  INTRODUCED 
BILLS  AND  JOINT  RESOLUTIONS 

By  Mr.  SPECTER: 
S.  2863.  A  bill  to  prohibit  damage  to 
religious  property;  injury  to  persons  in 
the  free  exercise  of  their  religious  be- 
liefs; to  the  Committee  on  the  Judici- 
ary. 


CRIMINAL  penalties  FOR  DAHAGE  TO  RELIGIOUS 
PROPERTY  AND  INJURY  TO  PERSONS  EXERCIS- 
ING RELIGIOUS  FREEDOM 

Mr.  SPECTER.  Mr.  President,  I  am 
introducing  a  bill  to  amend  chapter  13 
of  title  18  of  the  United  States  Code  to 
impose  criminal  penalties  for  damage 
to  religious  property  and  for  injury  to 
persons  in  the  free  exercise  of  reli- 
gious beliefs.  This  is  an  identical  bUl 
which  was  approved  on  Monday,  Sep- 
tember 22.  in  the  House  of  Represent- 
atives. 

Religiously  motivated  violence, 
which  can  involve  simple  vandalism 
such  as  defacing  the  walls  of  a  syna- 
gogue with  a  swastika  or  more  danger- 
ous acts  of  destruction  such  as  arson 
or  bombing,  appears  to  be  a  growing 
problem.  In  Pennsylvania,  the  number 
of  reported  incidents  increased  85  per- 
cent in  the  past  year. 

Synagogues  and  black  churches  are 
believed  to  be  the  target  of  the  over- 
whelming majority  of  religiously  moti- 
vated crimes  of  destruction.  Current 
Federal  law  permits  prosecution  of  re- 
ligiously motivated  violence  in  limited 
circumstances.  First,  the  Federal  Gov- 
ernment can  prosecute  persons  who 
engage  in  religiously  motivated  vio- 
lence while  acting  under  color  of  law, 
as  well  as  those  acting  in  concert  with 
persons  acting  under  color  of  law. 
However,  these  instances  are  rare. 

Second,  the  Federal  Government 
can  prosecute  religiously  motivated  vi- 
olence if  explosives  are  used  or  are  at- 
tempted to  be  used  or  arson  or  at- 
tempted arson  is  involved  and,  first, 
the  offender  flees  across  the  State  line 
with  intent  to  avoid  prosecution  or, 
second,  the  property  damage  is  used  in 
or  affects  interstate  or  foreign  com- 
merce. Thus,  the  Federal  unlawful 
flight  provision  would  not  permit  pros- 
ecution if  the  underlying  offense  was 
defacing  property,  one  of  the  most 
common  forms  of  damage  sustained  by 
synagogues. 

This  bill  adds  a  new  section  to  title 
18  of  the  U.S.  Code  which  would  make 
it  an  offense:  to  travel  in  interstate  or 
foreign  commerce  or  to  use  a  facility 
or  instrumentality  of  interstate  or  for- 
eign commerce  with  intent  to  deface, 
damage,  or  destroy  any  religious  real 
property  because  of  the  religious  char- 
acter of  the  property;  to  travel  in 
interstate  or  foreign  commerce  or. to 
use  a  facility  or  instrumentality  of 
interstate  or  foreign  commerce  with 
intent  to  obstruct,  by  force  or  threat' 
of  force,  any  person  in  the  free  exer- 
cise of  religious  beliefs.  This  bill  au- 
thorizes: a  fine  and  imprisonment  for 
any  term  of  years  or  for  life  or  both  if 
death  results  from  religiously  motivat- 
ed violence;  a  fine  and  imprisonment 
for  not  more  than  15  years  or  both  if 
serious  bodily  injury  results;  and  a 
fine  and  imprisonment  for  not  more 
than  5  years  or  both  in  any  other  case. 
The  maximum  fine  authorized  by  18 


25840 


CONGRESSIONAL  RECORD— SENATE 


September  24,  1986 


U.S.C.  3623  is  $250,000  if  the  defend- 
ant is  an  individual  and  $500,000  if  the 
defendant  is  an  organization.  This  bill 
defines:  "religious  real  property"  to 
mean  any  church,  synagogue,  religious 
cemetery,  or  other  religious  real  prop- 
erty; and  "serious  bodily  injury"  as  a 
substantial  risk  of  death,  unconscious- 
ness, extreme  physical  pain,  or  pro- 
tracted loss,  or  impairment  of  the 
function  of  a  bodily  member,  organ,  or 
mental  faculty. 

This  bill  does  not  supplant  or  re- 
place local  law  enforcement  authority 
and  responsibility,  but  strengthens  the 
Federal  response  when  one  is  called 
for.  The  scope  of  existing  Federal  laws 
is  inadequate  to  augment  State  and 
local  enforcement  in  a  substantial 
manner.  Existing  Federal  laws  do  not 
adequately  express  the  moral  condem- 
nation of  the  escalating  numbers  of 
hate  crimes  being  committed  in  our  so- 
ciety. It  is  important  to  send  a  strong 
signal  that  religiously  motivated  vio- 
lence will  not  be  tolerated.  Enactment 
of  this  legislation  would  go  a  long  way 
to  ensure  that  right  of  every  person  to 
be  protected  from  fear,  harassment 
and  physical  harm  which  may  be  im- 
posed upon  them  by  reason  of  their  re- 
ligion. 


By  Mr.  GORTON  (for  himself 
and  Mr.  Evans): 
S.  2865.  A  bill  to  amend  Public  Law 
94-423,  relating  to  the  Oroville-Tonas- 
ket  Unit,  Chief  Joseph  Dam  project,  to 
ensure  that  the  design  flaws  in  the 
system  are  corrected  and  for  other 
purposes;  to  the  Committee  on  Energy 
and  Natural  Resources. 

AUTHORIZATION  FOR  OROVIIXE-TONASKET 
IRRIGATION  PROJECT 

•  Mr.  GORTON.  Mr.  President,  in 
1976,  Congress  authorized  the  con- 
struction of  an  irrigation  system  be- 
tween the  towns  of  Oroville  and  Ton- 
asket  in  Okanogan  County,  WA.  The 
system  was  designed  as  a  state-of-the- 
art  replacement  for  a  70-year-old  grav- 
ity irrigation  system  to  provide  water 
for  10,000  acres  of  orchards  and  crop- 
land and  to  provide  fisheries  enhance- 
ment for  the  area.  Unfortunately,  Mr. 
President,  this  modern  state-of-the-art 
system  has  turned  out  to  be  a  constant 
state-of-disrepair  system  that  has 
failed  to  meet  the  needs  of  the  farm- 
ers who  depend  on  it  for  their  liveli- 
hood. 

For  2  years,  the  growers  who  use  the 
system  have  been  plagued  by  a  system 
that  simply  does  not  work  properly. 
Rather  than  bringing  clean  usable 
water  to  the  apple,  cherry,  and  pear 
orchards  of  the  Oroville-Tonasket 
region,  the  system  is  clogged  with 
sand,  silt,  vegetation,  and  debris  which 
is  choking  filters,  blowing  sprinkler 
heads,  and  generally  doing  a  poor  job 
of  irrigating  the  land  it  was  designed 
to  serve. 

For  some  farmers,  the  problems  with 
the  system  are  literally  driving  them 


out  of  business.  Edna  Schertenleib  is 
one  orchardist  whose  problems  with 
the  system  are  severe  and  aren't  get- 
ting any  better.  During  high  water  last 
spring  she  had  to  clean  the  filter 
screens  on  her  farm  by  hand  every 
half  hour;  otherwise  the  system 
clogged  and  shut  down.  Unfortunately. 
Mr.  President,  Edna's  difficulties  are 
multiplied  across  most  of  the  irriga- 
tion project. 

Mr.  President,  after  2  years  of  meet- 
ings and  negotiations  with  Bureau  of 
Reclamation  officials  to  try  and  find 
solutions  to  the  problems  besetting 
the  system,  the  irrigators  and  the  irri- 
gation district  personnel  are  fed  up. 
The  time  has  come  to  take  action  to 
correct  the  problems  in  the  system. 
Pursuant  to  this  goal,  today.  Senator 
Evans  and  I  are  introducing  a  bill  to 
increase  the  authorization  for  the 
Oroville-Tonasket  project  to  a  level 
which  will  permit  the  Bureau  to  pay 
for  the  repairs  that  need  to  be  made  to 
the  system.  Earlier  this  year,  the 
Bureau  requested  a  $76-million  au- 
thorization level  for  the  project  to 
cover  delays  in  construction  and  infla- 
tion. Our  bill,  which  is  identical  to 
H.R.  5468  introduced  by  Congressman 
Sid  Morrison  in  the  House  of  Repre- 
sentatives, would  increase  this  author- 
ization to  $88  million.  I  am  convinced 
that  some  or  all  of  this  increase  will  be 
necessary  to  properly  address  the  fun- 
damental design  flaws  in  the  present 
system. 

Mr.  President,  the  time  has  come  for 
action.  Yesterday,  Congressman  Mor- 
rison and  I  met  with  Dale  Duvall.  the 
Commissioner  of  the  Bureau  of  Recla- 
mation, and  asked  him  to  take  a  per- 
sonal role  in  correcting  the  ills  of  the 
system  and  to  give  assurances  to  the 
farmers  and  orchardists  who  use  it 
that  they  can  expect  a  timely  resolu- 
tion to  their  problems.  Mr.  Duvall  has 
agreed  to  do  just  that.  He  guaranteed 
us  that  previously  considered  plans  for 
1  or  2  years  of  study  to  determine  the 
nature  of  the  problem  have  been 
scrapped  and  that  immediate  interim 
measures  are  forthcoming.  These  will 
be  followed  by  a  more  comprehensive 
plan  to  fully  correct  the  design  for  the 
system. 

I  am  pleased  that  we  finally  have 
the  attention  of  the  Bureau  of  Recla- 
mation at  the  highest  level.  I  will  con- 
tinue to  urge  the  Bureau  to  make  a 
swift  and  complete  resolution  to  the 
system's  problems  at  the  earliest  possi- 
ble date.* 


COMMANDO  CHARLES  E.  KEIXY  VA  MEDICAL 
CENTER 

•  Mr.  SPECTER.  Mr.  President,  I  am 
introducing  legislation  today  to 
rename  the  VA  Medical  Center  at  Uni- 
versity Drive  in  Pittsburgh,  PA,  as  the 
"Commando  Charles  E.  Kelly  VA 
Medical  Center." 

Charles  E.  Kelly  was  a  World  War  II 
hero  from  the  Pittsburgh  area.  Known 
as  "Commando  Kelly,"  he  was  the 
first  enlisted  man  to  receive  the  Con- 
gressional Medal  of  Honor  in  that  war 
for  singlehandedly  fighting  off  a 
German  platoon  in  Italy  in  1943,  while 
serving  with  the  36th  Texas  Division. 
His  outstanding  and  exemplary  cour- 
age inspired  many  people  during 
World  War  II,  especially  in  Pittsburgh 
and  western  Permsylvania. 

Commando  Kelly  was  a  patient  at 
the  Pittsburgh  VA  Medical  Center  and 
died  at  the  age  of  64  years. 

Many  VA  medical  centers  are,  appro- 
priately, named  after  war  heroes,  and 
Commando  Charles  E.  Kelly  is  most 
deserving  of  this  honor. 

The  Department  Executive  Commit- 
tee of  the  American  Legion,  Depart- 
ment of  Pennsylvania,  passed  a  resolu- 
tion on  September  6,  1986,  supporting 
legislation  to  redesignate  the  VA  Med- 
ical Center  after  Commando  Kelly, 
and  I  am  pleased  to  introduce  such 
legislation  today. 

I  ask  unanimous  consent  that  the 
full  text  of  the  bill  be  printed  at  this 
point  in  the  Record. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2866 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  the 
VA  Medical  Center  at  University  Drive  in 
Pittsburgh,  Pennsylvania,  shall  be  designat- 
ed and  hereafter  known  as  the  Commando 
Charles  E.  Kelly  Medical  Center,  in  honor 
of  the  late  Charles  E.  Kelly. 

Any  reference  to  such  center  in  law,  regu- 
lation, map.  document,  record,  or  other 
paper  of  the  United  States  shall  be  held  and 
considered  to  be  a  reference  to  the  Charles 
E.  Kelly  VA  Medical  Center.* 


By  Mr.  SPECTER: 
S.  2866.  A  bill  to  rename  the  VA 
Medical  Center  at  University  Drive  in 
Pittsburgh,  PA,  the  "Commando 
Charles  E.  Kelly  VA  Medical  Center;" 
to  the  Committee  on  Veterans'  Af- 
fairs. 


By  Mr.  METZENBAUM: 
S.  2867.  A  bill  to  amend  chapter  13 
of  title  18,  United  States  Code,  to 
impose  criminal  penalties  for  damage 
to  religious  property  and  for  injury  to 
persons  in  the  free  exercise  of  reli- 
gious beliefs;  to  the  Committee  on  the 
Judiciary. 

CRIMINAL  PENALTIES  FOR  DAMAGE  TO  RELIGIOUS 
PROPERTY 

•  Mr.  METZENBAUM.  Mr.  President, 
I  am  introducing  today  a  bill  which 
would  make  it  a  Federal  crime  to 
engage  in  religious  intimidation.  This 
bill  would  make  it  imlawful  to  use  the 
facilities  of  interstate  commerce  to 
deface  religious  property,  or  obstruct 
by  force  or  threat  of  force  a  person's 
enjoyment  of  the  free  exercise  of  reli- 
gion. 


This  kin< 
there  is  ev 
on  the  rist 
statutes  w 
this  kind  ( 
for  a  cle 
remedy  f  oi 
exercise  of 
tional  rig! 
tion  woulc 
to  addresi 
would  be  ( 
mitment  t 
dangerous 
ished  f  reec 

Mr.  Pres 
sent  that  t 
ed  in  the  F 

There  b 
was  order 
Record,  as 

Be  it  enac 
Representat 
ica  in  Cong: 

section  1.  Cf 
f 
1 
c 

Chapter  1 
is  amended 
ing  new  sect 

"§247.  Dama 
persons  in 

"(a)  Who* 
or  instrume 
commerce  t» 

"(1)  defac 
gious  real  p 
character  ol 

•(2)  obstr 
any  person 
son's  free  e) 
shall  be  pui 
(b)  of  this* 

"(b)  The 
subsection  ( 

"(1)  if  del 
with  this  t 
term  of  yea 

"(2)  if  ser 
in  accordar 
ment  for  r 
both;  and 

"(3)  in  an: 
with  this  I 
more  than  1 

"(c)  As  us 

"(1)    the 
means    an> 
cemetery,  c 
and 

"(2)  the  t( 
bodily  injui 
of  death,  tu 
pain,  protr: 
or  protract 
function  o 
mental  fact 

SEC.  2.  TECH^ 

The  tabli 
title  18,  Un 
adding  at  tl 
"247.  Dami 


UMI 


September  24,  1986 


CONGRESSIONAL  RECORD— SENATE 


25841 


This  kind  of  violence  is  not  new,  but 
there  is  evidence  that  its  incidence  is 
on  the  rise.  Though  some  States  have 
statutes  which  provide  remedies  for 
this  kind  of  violence,  there  is  a  need 
for  a  clear  comprehensive  Federal 
remedy  for  interferences  with  the  free 
exercise  of  religion,  a  Federal  constitu- 
tional right.  If  adopted,  this  legisla- 
tion would  not  displace  State  efforts 
to  address  this  problem.  Rather  it 
would  be  evidence  of  a  national  com- 
mitment to  stop  a  form  of  violence 
dangerous  to  one  of  our  most  cher- 
ished freedoms. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  text  of  this  bill  be  print- 
ed in  the  Record. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2867 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  State  of  Amer- 
ica in  Congress  assembled, 

SECTION  1.  CRIMINAL  PENALTIES  FOR  DAMACE  TO 
RELIGIOIS  PROPERTY  AND  INJIRY 
TO  PERSONS  IN  THE  FREE  EXERCISE 
OF  RELIGIOl  S  BELIEFS. 

Chapter  13  of  title  18.  United  State  Code, 
is  amended  by  adding  at  the  end  the  follow- 
ing new  section: 

"§247.  Damage  to  religious  property;  injury  to 
persons  in  the  free  exercise  of  religious  beliefs 

"(a)  Whoever,  travels  in,  or  uses  a  facility 
or  instrumentality  of,  interstate  or  foreign 
commerce  with  intent  to— 

"(1)  deface,  damage,  or  destroy  any  reli- 
gious real  property,  because  of  the  religious 
character  of  that  property:  or 

•(2)  obstruct,  by  force  or  threat  of  force, 
any  person  in  the  enjoyment  of  that  pier- 
son's  free  exercise  of  religious  beliefs: 
shall  be  punished  as  provided  in  subsection 
(b)  of  this  section. 

•'(b)  The  punishment  for  a  violation  of 
subsection  (a)  of  this  section  shall  be— 

"(l)  if  death  results,  a  fine  in  accordance 
with  this  title  and  imprisonment  for  any 
term  of  years  or  for  life,  or  both: 

'■(2)  if  serious  bodily  injury  results,  a  fine 
in  accordance  with  this  title  and  imprison- 
ment for  not  more  than  fifteen  years,  or 
both:  and 

"(3)  in  any  other  case,  a  fine  in  accordance 
with  this  title  and  imprisonment  for  not 
more  than  five  years,  or  both. 

"(c)  As  used  in  this  section— 

•■(1)  the  term  religious  real  property' 
means  any  churcrh,  synagogue,  religious 
cemetery,  or  other  religious  real  property: 
and 

"(2)  the  term  serious  bodily  injury'  means 
bodily  injury  that  involves  a  substantial  risk 
of  death,  unconsciousness,  extreme  physical 
pain,  protracted  and  obvious  disfigurement, 
or  protracted  loss  or  impairment  of  the 
function  of  a  bodily  member,  organ,  or 
mental  faculty.". 

SEC.  2.  TECHNICAL  AMENDMENT. 

The  table  of  sections  for  chapter  13  of 

title  18,  United  States  Code,  is  amended  by 

adding  at  the  end  the  following  new  item: 

"247.  Damage  to  religious  property:  injury 

to  persons  in  the  free  exercise 

of  religious  beliefs.".^ 


By  Mr.  DOMENICI  (for  himself 
and  Mr.  Bingaman) 


S.  2868.  A  bill  to  amend  the  Indian 
Self-Determination  Act  of  1974,  and 
for  other  purposes;  to  the  Select  Com- 
mittee on  Indian  Affairs: 

INDIAN  SELF-DETERMINATION  AMENDMENTS  OF 
1986 

•  Mr.  DOMENICI.  Mr.  President.  I 
am  most  pleased  to  introduce  a  bill  to 
improve  the  Indian  Self-Determina- 
tion and  Education  Assistance  Act  of 
1974.  Senator  Bingaman  and  I  are  co- 
sponsors  of  this  Senate  version  of  H.R. 
4174,  the  Indian  Self-Determination 
Amendments  of  1986. 

This  legislation  is  supported  by  the 
All  Indian  Pueblo  Coimcil,  the  Eight 
Northern  Indian  Pueblos  Council,  and 
the  Five  Sandoval  Indian  Pueblos. 
They  have  all  been  disappointed  with 
the  performance  of  the  original  1974 
Self-Determination  Act,  Public  Law 
93-638.  The  original  law  mandated 
Governmentwide  participation.  To 
date,  the  main  participants  have  been 
only  the  Bureau  of  Indian  Affairs 
[BIA]  and  the  Indian  Health  Service 
[IHSl. 

Public  Law  93-638  called  for: 

An  orderly  transition  from  Federal  domi- 
nation of  programs  and  services  for  Indians 
to  effective  and  meaningful  participation  by 
the  Indian  people  in  the  planning,  conduct, 
and  administration  of  those  programs  and 
services. 

In  the  10  years  of  "638"  activity, 
many  tribes  have  been  awarded  "638 
contracts"  for  conducting  what  would 
have  otherwise  been  Government-op- 
erated programs  mainly  in  education 
and  health. 

While  the  Indian  Pueblos  and  tribes 
would  like  to  run  many  more  of  the 
Government  programs  operating  to 
their  benefit,  there  are  some  major  ob- 
stacles to  their  ability  to  do  so.  First  of 
all,  the  Secretary  of  any  Federal  De- 
partment may  decline  to  allow  such  a 
contract  for  several  reasons.  Declina- 
tions occur  if  the  Secretary  finds  that: 
First,  services  to  Indians  under  the 
proposed  contract  will  not  be  satisfac- 
tory; second,  adequate  protection  of 
trust  resources  is  not  assured;  or  third, 
the  proposed  project  or  function  to  be 
contracted  cannot  be  properly  com- 
pleted or  maintained  by  the  proposed 
contract.  In  addition  to  declination, 
the  Federal  Government  may  rescind 
a  638  contract. 

There  is  also  much  consternation 
about  the  meaning  of  section  106(h)  of 
Public  Law  93-638.  This  section  re- 
quires that  the  contract  amount  "shall 
not  be  less  than  [the  amount  that]  the 
appropriate  Secretary  would  have  oth- 
erwise provided  for  in  his  direct  oper- 
ation of  the  program."  [25  U.S.C. 
450j(h)].  The  BIA,  for  example,  rou- 
tinely retains  20  to  40  percent  of  pro- 
gram amounts  for  "residual  functions 
of  oversight"  and  other  administrative 
activities. 

The  issue  of  contract  support  costs 
for  operating  a  638  contract  is  another 
vital  issue  in  Indian  self-determina- 


tion. Recurring  shortfalls  in  agreed- 
upon  support  costs  have  led  to  many 
administrative  and  legal  actions  to  re- 
cover costs.  This  complicated  arena  of 
indirect  costs  and  costs  that  are  added 
because  the  Federal  Government  is  no 
longer  the  provider,  for  example,  li- 
ability insurance  and  depreciation,  is  a 
continuing  focus  of  friction  in  the  day- 
to-day  reality  of  638  contracting. 

Our  bill,  Mr.  President,  clarifies  the 
activities  that  are  subject  to  the 
Indian  self-determination  concept.  We 
also  attempt  to  resolve  many  of  the 
complicated  contract  support  cost 
issues  and  the  administrative  processes 
for  initiating  and  maintaining  a  638 
contract.  Our  aim  is  to  place  more 
trust  in  the  Indian  people  and  their 
ability  to  serve  their  own  people.  They 
should  not  have  to  face  major  admin- 
istrative obstacles  in  seeking  to  pro- 
vide needed  services.  The  Indian 
people  of  this  land  should  be  support- 
ed with  consistency  and  clarity  in 
their  efforts  to  become  self-sufficient. 
The  rules  of  the  contracting  game 
should  not  be  as  shifting  sands. 

In  his  testimony  before  the  House 
Committee  on  Interior  and  Insular  Af- 
fairs, Ross  O.  Swimmer,  Assistant  Sec- 
retary for  Indian  Affairs  at  the  De- 
partment of  Interior,  stated  his  sup- 
port for  these  needed  improvements. 
For  example,  the  Assistant  Secretary 
supports  the  expansion  of  638  activity 
to  construction  projects  on  trust  lands. 
On  the  complicated  question  of  indi- 
rect costs  or  contract  support  costs, 
Mr.  Swimmer  prefers  the  establish- 
ment of  an  "administrative  fee."  He  is 
working  with  the  inspector  general 
and  others  to  work  out  the  details  for 
this  needed  change. 

I  am  pleased  to  note  that  Senator 
Andrews,  chairman  of  the  Senate 
Select  Committee  on  Indian  Affairs, 
has  expressed  his  interest  in  solving 
this  recurring  and  complicated  issue.  I 
look  forward  to  working  with  his  com- 
mittee to  find  the  best  solutions  to  en- 
couraging the  Indian  people  of  this 
country  to  improve  their  ability  to  op- 
erate and  improve  service  programs 
for  Indian  people. 

By  strengthening  and  clarifying  con- 
gressional intent,  we  can  do  a  lot  for 
helping  Indian  tribal  administrators  to 
focus  their  attention  on  serving  their 
people  rather  than  constantly  doing 
battle  with  Federal  bureaucrats  who 
want  to  bicker  over  responsibilities, 
funding,  and  oversight.  If  we  are  suc- 
cessful, we  may  actually  reduce  the 
bureaucracy  and  enhance  the  position 
of  Native  Americans  to  direct  their 
own  lives.* 

•  Mr.  BINGAMAN.  Mr.  President,  I 
join  my  distinguished  colleague,  the 
senior  Senator  from  New  Mexico,  Mr. 
DoMENici,  in  introducing  this  bill,  the 
Indian  Self-Determination  Amend- 
ments of  1986. 
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On  Aug\ist  11.  1986.  the  House 
passed  a  similar  version.  H.R.  4174.  At 
present  this  measure  is  pending  in  the 
Senate  Select  Committee  on  Indian 
Affairs.  Other  than  the  addition  of  a 
technical  amendment  to  clarify  appli- 
cation of  this  legislation  to  certain 
Alaska  Native  tribes,  this  measure  is 
substantively  identical  to  the  House 
bill. 

At  the  urging  of  the  Pueblos  in  New 
Mexico  and  other  Indian  tribes  I  am 
persuaded  that  Congress  needs  to  take 
a  second  look  at  the  Indian  Self-Deter- 
mination  Act.  Originally  intended  to 
promote  economic  self-sufficiency 
among  tribes,  this  law  has  now  become 
an  impediment  to  tribes  achieving 
such  independence.  Although  it  is  late 
in  the  99th  Congress  and  the  Senate 
select  committee  may  be  unable  to 
hold  hearings  before  we  adjourn,  my 
intent  is  to  at  least  bring  it  before  the 
Senate  for  discussion. 

I  urge  my  colleagues  to  study  this 
bill  and  urge  their  support  for 
strengthening  the  Indian  Self-Deter- 
mination  Act  to  correspond  with  its 
original  intent.* 


By  Mr.   HARKIN  (for  himself. 

Mr.  ZoRiNSKY,  Mr.  Exon,  Mr. 

Hart,  and  Mr.  Burdick): 
S.  2869.  A  bill  to  provide  price  and 
Income  protection  to  family  farmers 
through  the  management  of  the 
supply  of  the  1987  through  1999  crops 
of  certain  agricultural  commodities, 
and  for  other  purposes;  to  the  Com- 
mittee on  Agriculture,  Nutrition,  and 
Forestry. 

SAVE  THE  FAMILY  FARM  ACT 

•  Mr.  HARKIN.  Mr.  President,  I  have 
a  bill  that  I  am  introducing  today  on 
behalf  of  myself  and  Mr.  Zorinsky. 
Mr.  ExoN.  Mr.  Hart,  and  Mr.  Burdick. 

Mr.  President,  we  have  titled  our  bill 
the  Save  the  Family  Farm  Act  be- 
cause. Mr.  President,  we  turn  once 
again  to  continue  the  fight  for  a  farm 
program  that  will  save  and  not  destroy 
our  family  farm  system  of  agriculture. 

My  cosponsor  on  the  House  side. 
Congressman  Gephardt,  and  I  are  in- 
troducing today  a  new  bill— the  Save 
the  Family  Farm  Act— because  it's 
become  clear,  1  year  after  its  misguid- 
ed inception,  that  the  1985  farm  bill  is 
not  working. 

The  present  farm  bill  is  busting  the 
taxpayers  to  the  tune  of  $35  billion 
this  year,  it's  busting  our  farmers  with 
more  surpluses  and  lower  prices,  and 
it's  destroying  our  small  towns  and 
small  businesses  across  America. 

Yet,  this  administration  brags  about 
how  much  money  it  is  spending  on 
farm  programs.  That  is  like  Henry 
Ford  bragging  about  all  the  produc- 
tion costs  he  put  into  the  Edsel.  Well, 
the  1985  farm  bill  is  an  Edsel,  and  no 
amount  of  fine-tuning  or  new  paint 
jobs  will  make  it  any  better. 

We  were  told  by  this  administration 
and  its  supporters  in  Congress  that 


the  1985  farm  bill  would  lower  com- 
modity prices  and  increase  exports. 

Well,  they  got  it  half  right.  They  got 
commodity  prices  down— way  down. 
But  for  the  past  3  months  in  a  row, 
U.S.  agricultural  imports  have  exceed- 
ed exports— the  first  time  this  has 
happened  since  1959. 

This  fall,  farmers  across  the  Nation 
face  the  prospect  of  bumper  harvests 
with  no  place  to  store  their  grain. 

If  we  continue  down  this  same  road, 
we  are  headed  for  higher  unpaid  set- 
asides  and  a  repeat  of  this  disastrous 
1983  PIK  Program. 

The  road  we  are  on  now  is  leading  to 
the  destruction  of  the  family  farm 
system  of  agriculture  in  America. 

The  time  has  come  for  a  new  direc- 
tion in  farm  policy. 

If  our  goal  is  a  cost-effective  farm 
bill  that  increases  net  farm  income 
and  reduces  the  deficit,  the  Save  the 
Family  Farm  Act  is  the  only  ballgame 
in  town. 

The  bill  embodies  two  basic  con- 
cepts: 

First,  a  nationwide  producer  referen- 
dum in  all  major  food  and  feedgrains 
and  dairy.  If  a  majority  of  producers 
in  any  given  commodity  approve,  then 
a  supply-management  program  would 
go  into  effect. 

In  brief,  the  supply-management 
program  would  be  based  on  bushel  al- 
lotments and  market  certificates.  The 
acreage  reduction  would  be  progres- 
sive, so  bigger  farmers  would  set  aside 
a  greater  percentage  of  their  land 
than  smaller  farmers.  However,  in  no 
case  would  the  set-aside  on  any  one 
farm  exceed  35  percent. 

The  bill  also  contains  a  credit  provi- 
sion which  provides  for  interest-free 
loans  to  be  given  to  States  for  States 
to  administer  to  farmers.  Any  farmer 
who  had  over  a  40  debt-to-equity  ratio 
or  any  farmer  who  was  already  under- 
going bankruptcy  or  foreclosure  would 
be  eligible  for  such  loans. 

To  conclude,  I  believe  there  are 
three  compelling  reasons  that  we  have 
to  have  a  change  in  our  farm  policy  di- 
rection: 

First,  it  is  the  only  bill  yet  offered  in 
Congress  that  would  actually  lower 
the  deficit.  Government  payments 
would  be  drastically  reduced.  There 
would  be  no  more  $20  million  pay- 
ments to  huge  corporate  farmers  in 
California,  or  any  other  State. 

Last  year  the  Congressional  Budget 
Office  conducted  a  study  of  this  bill 
that  showed  it  would  save  $42  billion 
over  5  years.  But  that  was  based  upon 
the  anticipated  costs  of  the  farm  bill 
that  we  now  have  before  us.  But  with 
farm  costs  now  far  higher,  we  fully 
expect  that  this  bill  will  save  in  the 
neighborhood  of  $15  billion  to  $20  bil- 
lion per  year— or  approximately  $60 
billion  over  4  years. 

Second,  it  is  the  only  bill  yet  offered 
in  Congress  that  would  increase  net 
farm  income.  And  it  will  do  this,  not 


by  busting  the  taxpayers  of  this  coun- 
try, but  by  providing  the  fanners  with 
a  fair  price  in  the  marketplace.  A 
study  by  the  Food  and  Agriculture 
Policy  Research  Institute  at  the  Uni- 
versity of  Missouri  and  Iowa  State 
University  showed  this  approach  could 
increase  farm  income  to  $74  billion  an- 
nually—almost three  times  the  current 
level. 

And  third,  this  is  the  only  bill  that 
has  widespread,  grassroots  support 
from  farmers  across  this  country.  At 
the  St.  Louis  Farm  Congress  held  last 
week.  2,000  farmers  from  38  States  en- 
dorsed this  approach.  Forty  percent  of 
the  farmers  in  attendance  at  that  con- 
ference were  Farm  Bureau  members. 
It  has  been  endorsed  by  the  National 
Farmers  Union,  the  American  Agricul- 
ture Movement,  the  National  Farmers 
Organization,  the  Save  the  Family 
Farm  Coalition,  and  a  host  of  other 
farm  organizations. 

This  farm  bill  works,  it  saves  money, 
and  it  has  the  support  of  America's 
family  farmers.  The  current  program 
is  broke  and  it's  no  use  even  trying  to 
fine-tune  it.  We  want  to  save  our 
family  farms  and  we  need  a  new  direc- 
tion. That's  why  we're  introducing  this 
bill  today.* 

Mr.  President,  I  ask  unanimous  con- 
sent that  an  editorial  appearing  in  the 
Baltimore  Sun  be  printed  in  the 
Record. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

[From  the  Baltimore  Sun,  Sept.  23.  1986] 
New  Direction  for  Farm  Policy 

After  less  than  a  year,  the  farm  bill  is 
bearing  bitter  fruit.  Huge  commodity  sur- 
pluses dot  the  heartland.  Exports  still  are 
sagging.  Government  is  squandering  more 
than  $30  billion  this  year  on  a  price-support 
system  that  has  become  an  entitlement  pro- 
gram for  the  biggest  and  richest  farm 
owners.  Today,  Sen.  Tom  Harkin  and  Rep. 
Richard  Gephardt  present  an  intriguing  al- 
ternative. 

Dubbed  the  "Save  the  Family  Farm  Act, ' 
the  legislation  would  allow  farmers  to  vote 
every  four  years  on  whether  to  continue 
present  policies  or  give  the  agriculture  sec- 
retary the  power  to  set  production  limits  on 
each  major  commodity.  If  a  majority 
agreed,  the  USDA  would  set  a  production 
quota  based  on  export  demand,  domestic 
consumption  and  average  acreage  yields. 
The  bill  would  require  larger  producers  to 
lay  idle  a  greater  percentage  of  their  land 
than  smaller  farmers— to  a  maximum  of  35 
percent  of  total  acreage.  Under  this  supply- 
management  program,  federal  subsidies, 
would  be  wiped  out.  The  loan  rate  (which 
essentially  sets  the  amount  a  farmer  can 
borrow)  would  be  substantially  increased. 

There  are  some  clear  advantages  to  a 
supply-management  approach.  First,  it 
would  break  the  production-only  cycle  that 
plagues  the  farm  bill  (lower  prices  force 
farmers  to  produce  more  per  given  unit, 
thus  further  lowering  prices).  Second,  it 
would  make  farmers'  income  a  reflection  of 
market  prices,  not  a  government  paycheck. 
Finally,  by  wiping  out  subsidies,  it  would 
save  the  government  about  $20  billion  this 
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year  alone,  enough  to  make  a  huge  dent  in 
the  federal  deficit. 

But  reform  bears  a  cost.  Higher  commodi- 
ty prices,  for  example,  would  mean  higher 
food  prices— about  4  percent  across  the 
board.  But  is  food  too  cheap  now?  Is  paying 
the  real  cost  of  food  more  fiscally  odious 
than  continuing  to  enjoy  low  government- 
subsidized  prices?  Further,  production  con- 
trols are  likely  to  have  an  impact  on  the 
GNP  and  perhaps  some  minimal  effect  on 
agriculture-related  businesses  and  employ- 
ment. Will  that  be  economically  painful,  or 
will  the  changes  be  minimal,  balanced  out 
by  fiscal  relief  from  a  burgeoning  deficit 
and  sagging  exports? 

Lawmakers  must  arrive  at  a  consensus  on 
such  questions.  But  with  the  clock  running 
out  on  the  99th  Congress,  the  Harkin-Gep- 
hardt  initiative  almost  certainly  will  not  get 
sufficient  debate  time.  More  critical  matters 
than  the  supply-management  concept 
remain  in  the  legislative  forefront.  The 
starting  failure  of  the  farm  bill  has  shown 
that  supply  and  demand  must  play  a  domi- 
nant role  in  influencing  the  production  and 
pricing  of  farm  products.  A  supply-manage- 
ment program  moves  resolutely  in  that  di- 
rection. 

Mr.  ZORINSKY.  Mr.  President, 
farm  program  costs  continue  to  sky- 
rocket, while  net  farm  income  contin- 
ues to  decline.  These  trends  will  surely 
endure,  and  may  in  fact  accelerate, 
unless  we  change  the  course  of  Feder- 
al farm  policy. 

We  continue  to  intentionally  reduce 
the  value  of  one  of  our  most  critical 
national  assets— our  food  production. 
As  we  do  so,  we  deplete  our  Treasury 
and  bankrupt  our  farmers,  lenders,  ag- 
ribusinesses, and  entire  rural  commu- 
nities. 

We  continue  to  overproduce  for  illu- 
sory markets.  We  continue  to  offer  our 
agricultural  commodities  for  sale  at 
prices  below  their  costs  of  production. 
And  we  continue  to  spend  vast  sums  of 
taxpayer  dollars  in  an  attempt  to  pro- 
tect our  Nation's  farmers  and  consum- 
ers from  the  misguided  farm  policies 
of  this  administration. 

In  addition,  the  current  stress  the 
farm  economy  is  undergoing  is  propel- 
ling us  to  the  point  of  having  to  make 
a  decision  on  whether  to  spend  billions 
of  Federal  tax  dollars  in  "bailing  out" 
the  Farm  Credit  System.  I  find  it 
anomalous  that  many  of  the  same 
people  who  make  the  argument  that 
the  Farm  Credit  System  should  not  be 
permitted  to  compete  with  other  lend- 
ers by  loaning  money  below  cost  ap- 
parently have  no  such  compunctions 
against  farmers  selling  their  produce 
below  cost. 

The  current  farm  crisis  begs  for  a  so- 
lution that  reduces  Government  costs. 
Mandatory  supply  management  does 
both,  and  has  the  added  attraction  of 
permitting  farmers  themselves  to 
decide  whether  they  want  such  a  pro- 
gram. 

Time  is  running  out.  The  longer  we 
continue  along  the  course  of  our  cur- 
rent policy,  the  closer  the  damage 
comes     to     being     irreparable.     Our 


family-based  system  of  agriculture, 
once  lost,  cannot  be  restored. 

I  am.  therefore,  pleased  to  be  a  co- 
sponsor  of  the  Save  the  Family  Farm 
Act.  The  legislation  contains  signifi- 
cant provisions  that  deserve  immedi- 
ate consideration  by  Congress. 

As  in  the  case  of  most  legislation, 
there  are  provisions  in  the  bill  I  do  not 
wholeheartedly  endorse.  I  would 
expect  changes  and  improvements  in 
the  legislation  prior  to  any  final  pas- 
sage by  Congress. 

Too,  it  may  be  too  late  to  act  on  the 
legislation  prior  to  the  adjournment 
sine  die  of  this  Congress. 

However,  the  introduction  of  the 
legislation  places  on  the  legislative 
agenda  the  question  of  adopting  man- 
datory supply  management  programs 
and  making  other  significant  changes 
in  the  current  farm  programs. 

In  that  connection,  I  contemplate  in- 
troducing a  bill  that  would  require  the 
Secretary  of  Agriculture  to  carry  out  a 
mandatory  production  control  pro- 
gram for  wheat— subject  to  approval 
in  a  farmer  referendum. 

I  am  determined  to  do  all  I  can  to  re- 
store prosperity  to  American  agricul- 
ture. The  simple  fact  of  the  matter  is 
that  we  must  seek  a  legislative  alterna- 
tive to  "staying  the  course"  with  the 
1985  farm  bill. 


By  Mr.  SPECTER  (for  himself 
and  Mr.  Heinz): 

S.  2870.  A  bill  entitled  the  "Steam- 
town  Historic  Designation  Act";  to  the 
Committee  on  Energy  and  Natural  Re- 
sources. 

•  Mr.  SPECTER.  Mr.  President,  I  am 
today  introducing  legislation  to  desig- 
nate the  Steamtown  collection  in 
Scranton,  PA,  as  a  national  historic 
site.  I  am  joined  by  my  distinguished 
colleague  from  Pennsylvania,  Senator 
Heinz,  in  introducing  this  bill,  which 
is  a  companion  to  legislation  intro- 
duced by  Congressman  Joseph 
McDade  in  the  House  of  Represena- 
tives. 

The  Steamtown  collection  is  one  of 
the  world's  largest  collections  of  steam 
and  railroad  memorabilia.  Founded  by 
F.  Nelson  Blount,  the  collection  was 
originally  located  in  North  Walpole, 
NH,  and  Bellows  Falls,  VT.  After  years 
of  planning,  however,  the  collection 
was  gradually  moved  to  Scranton,  PA, 
officially  arriving  there  on  February  4, 
1984.  Since  September  1984,  Steam- 
town has  been  ruiming  its  "living  ex- 
hibit" excursions  between  Scranton 
auid  Moscow,  PA.  The  former  DL&W 
Yards  of  South  Washington  Avenue  in 
Scranton  are  being  rebuilt  for  museum 
display  purposes. 

The  Steamtown  collection  includes 
approximately  40  steam  locomotives 
and  100  assorted  pieces  of  other  rail- 
road rolling  stock.  Of  particular  note 
is  Locomotive  No.  2317,  a  heavy  4-6-2 
Pacific-type  locomotive  originally  built 
for  the  Canadian  Pacific  Railway  by 


Montreal  Locomotive  Works  in  1923. 
Steamtown  spent  nearly  3  years  re- 
storing this  locomotive.  While  most  of 
the  Steamtown  collection  is  now  in 
Scranton.  only  a  few  representative 
pieces  are  currently  on  public  display. 
The  balance  are  stored  until  they  can 
be  properly  shown  at  the  rehabilitated 
yards. 

The  establishment  of  the  Steam- 
town Museum  is  an  extraordinarily 
positive  development  both  from  the 
point  of  view  of  the  museum  and  from 
the  point  of  view  of  the  city  of  Scran- 
ton. Scranton's  history  has  long  been 
intertwined  with  that  of  railroads,  and 
the  museum  offers  great  potential  for 
economic  development  for  a  city  stiU 
recovering  from  the  deterioration  of 
the  anthracite  coal  mining  industry 
and  the  railroad  industry. 

Mr.  President,  it  is  entirely  fitting 
for  Steamtown  to  be  designated  a  na- 
tional historic  site.  The  railroads  not 
only  served  as  a  cornerstone  for  the  in- 
dustrialization of  the  United  States, 
but  also  supply  some  of  the  fondest 
memories  in  our  national  conscious- 
ness. The  romance  of  these  trains  is 
apparent  to  all  who  encounter  them, 
even  those  who  were  born  long  after 
the  age  of  steam  locomotion.  And  it  is 
especially  appropriate  that  this  site  be 
located  in  Permsylvania.  which  has 
long  served  as  one  of  the  great  rail- 
road centers  of  the  world. 

Mr.  President.  I  would  like  to  com- 
mend Congressman  McDaoe  for  taking 
the  initiative  on  this  matter.  He  does 
an  outstanding  job  representing  his 
district  and  this  worthwhile  initiative 
is  a  tribute  to  his  leadership.  The  in- 
trinsic value  of  a  project  like  Steam- 
town is  obvious,  and  the  potential  it 
holds  for  revitalizing  and  giving  a  re- 
newed sense  of  pride  to  the  city  of 
Scranton  can  hardly  be  exaggerated. 
This  bill  will  provide  appropriate  Fed- 
eral recognition  to  Steamtown,  while 
authorizing  $35  million  for  the  admin- 
istration of  Steamtown  National  His- 
toric Site.  Although  we  are  faced  with 
a  enormous  pressure  in  completing  our 
business  in  the  99th  Congress,  I  urge 
my  colleagues  to  give  this  bill  their 
prompt  and  favorable  consideration 
before  the  scheduled  adjournment 
date. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  text  of  the  bill  be  includ- 
ed in  the  Record. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2870 
sec.  1.  DESIGSATIOS  AS  NATIONAL  HISTORIC  SITE. 

The  property  known  as  "Steamtown". 
consisting  of  the  historic  roundhouse, 
switchyard,  and  associated  buildings,  track, 
and  rolling  stock,  and  located  on  approxi- 
mately 40  acres  in  Scranton,  Pennsylvania, 
is  hereby  designated  as  the  Steamtown  Na- 
tional Historic  Site,  and  shall  be  adminis- 
tered by  the  Secretary  of  the  Interior  as  a 
unit  of  the  National  Park  System.  The  Sec- 
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retary  of  the  Interior  shall  administer  the 
Steamtown  National  Historic  Site  through 
cooperative  agreements  and  grant  agree- 
ments as  appropriate,  with  the  owner  or 
owners  of  the  property  pursuant  to  which 
the  Secretary  may  provide  financial  and 
technical  assistance  in  planning,  interpreta- 
tion, maintenance,  preservation,  and  appro- 
priate public  use  of  the  site  in  order  to  fur- 
ther public  understanding  and  appreciation 
of  the  development  of  steam  locomotives  in 
the  region. 

SEC.  t.  AITHORIZATION  OF  .APPROPRIATIONS 

There  is  authorized  to  be  appropriated 
S35.0OO.0OO  for  the  administration  of  the 
Steamtown  National  Historic  Site  and  for 
assistance  to  the  owner  thereof  pursuant  to 
the  agreements  referred  to  in  Sec.  1. 

•  Mr.  HEINZ.  Mr.  President.  I  am 
pleased  to  join  my  colleague  Senator 
Specter  in  introducing  legislation 
which  would  make  Steamtown  U.S.A. 
an  official  component  of  the  National 
Park  System. 

Steamtown  U.S.A.,  located  in  Scran- 
ton,  PA,  is  a  unique  museum  and 
"living  exhibit"  to  America's  steam 
age.  Steamtown  contains  one  of  the 
world's  largest  collection  of  steam  and 
railway  memorabilia.  The  collection 
includes  approximately  40  steam  loco- 
motives and  100  assorted  pieces  of 
other  railroad  rolling  stock.  A  planned 
museum  complex  to  display  this  me- 
morial tp  the  age  of  steam  centers 
around  a  historic  roundhouse,  locomo- 
tive and  erecting  shops,  and  rail  yards. 

The  "living  exhibit"  excursions  pro- 
vide visitors  with  an  exhilarating  13- 
mile  train  ride,  powered  by  a  steam- 
propelled  locomotive,  through  spectac- 
tular  countryside  between  Scranton 
and  Moscow,  PA.  A  planned  expansion 
will  take  the  trip  up  to  the  scenic 
Pocono  region  and  the  Delaware 
Water  Gap. 

The  legislation  which  Senator  Spec- 
ter and  I  have  introduced  would  allow 
the  Park  Service  to  develop  and  run 
this  steam  age  museum  while  the  non- 
profit Steamtown  Foundation  oper- 
ates the  trains  and  works  on  locomo- 
tive restoration. 

Even  in  its  early  stages,  Steamtown 
has  shown  its  popular  appeal  by  at- 
tracting over  215,000  visitors  from 
throughout  the  Nation.  The  State  of 
Pennsylvania  recognizes  the  impor- 
tance of  Steamtown,  and  is  providing 
$1  million  over  the  next  2  years.  Pri- 
vate contributions  are  also  financing 
Steamtown,  but  the  backing  of  the 
Federal  Government  through  the  leg- 
islation we  have  introduced  is  essential 
to  insure  its  continued  success  and  ex- 
pansion. 

Congressman  McDade  has  intro- 
duced a  similar  bill  in  the  House  of 
Representatives  as  H.R.  5555  and  the 
entire  Pennsylvania  delegation  has 
joined  on  H.R.  5555  as  cosponsors. 

I  urge  my  colleagues  to  join  Senator 
Specter  and  I  as  cosponsors  of  this  bill 
which  is  designed  to  preserve  an  im- 
portant part  of  our  Nation's  history 
for  the  education  and  enjoyment  of 
future  generations.* 


By  Mr.  BRADLEY: 
S.  2871.  A  bill  to  designate  certain 
segments  of  the  Maurice,  the  Manan- 
tico,  and  the  Manumuskin  Rivers  in 
New  Jersey  as  study  rivers  for  inclu- 
sion in  the  National  Wild  and  Scenic 
Rivers  System;  to  the  Committee  on 
Energy  and  Natural  Resources. 

DESIGNATION  OF  NEW  JERSEY  STUDY  RIVERS 

•  Mr.  BRADLEY.  Mr.  President,  it  is 
my  pleasure  to  send  the  following  bill 
to  the  desk  on  behalf  of  myself  and 
my  distinguished  colleague  from  New 
Jersey,  Senator  Lautenberg.  The  pur- 
pose of  this  legislation  is  to  direct  the 
Department  of  the  Interior  to  study 
the  potential  addition  of  the  Maurice 
River,  the  Manantico  Creek,  and  the 
Manumuskin  River  in  southern  New 
Jersey  to  the  National  Wild  and 
Scenic  River  System.  Companion  legis- 
lation, introduced  by  Congressman 
William  Hughes,  is  being  considered 
in  the  House  of  Representatives  where 
hearings  are  scheduled  on  September 
30. 

Mr.  President,  the  National  Wild 
and  Scenic  River  Act,  passed  in  1968, 
offered  the  first  Federal  protection  for 
the  Nation's  rapidly  disappearing  net- 
work of  free-flowing  rivers  and 
streams.  This  landmark  law  preserves 
selected  rivers  and  river  corridor  land- 
scapes which  possess  outstanding 
scenic,  recreational,  historic,  and  cul- 
tural values.  The  Maurice,  Manumus- 
kin, and  Manantico  Rivers  fit  this  de- 
scription, and  each  of  these  rivers  was 
recommended  in  1977  by  the  commis- 
sioner of  the  New  Jersey  Department 
of  Environmental  Protection  for  inclu- 
sion in  the  national  inventory  of 
scenic  rivers. 

The  Maurice  River  has  its  headwa- 
ters in  small  tributaries  in  Gloucester 
and  Salem  Counties.  In  its  progress 
toward  the  Delaware  Bay,  the  river 
meanders  through  wooded  and  wet- 
land terrain.  As  the  river  nears  the 
bay,  it  widens  and  becomes  tidal.  The 
river  winds  in  broad  loops  past  the 
communities  of  Laurel  Lake,  Port  Eliz- 
abeth, Mauricetown,  Dorchester,  Lees- 
burg,  Shell  Pike  and  Vivalre.  The 
Manantico  and  Manumuskin  Rivers 
also  have  a  rich  diversity,  passing 
through  fresh  water  wetlands,  swamp 
forest,  upland  forest,  and  local  com- 
munities. 

These  rivers  host  a  variety  of  plant 
and  animal  life,  including  a  number  of 
threatened  and  endangered  species. 
Additionally  this  river  area  is  lauded 
as  one  of  the  finest  for  canoeing  in  the 
coastal  region  and  is  recognized  for  its 
pristine  water  quality. 

Mr.  President,  those  who  live  in 
southern  New  Jersey  would  like  to 
assure  that  these  rivers'  water  quality 
and  recreational  opportunities  are 
maintained  through  sound  planning 
and  management.  The  Wild  and 
Scenic  Rivers  Act  would  provide  this 
protection  through  the  development 
of  a  management  plan.  The  proposed 


study  has  the  support  of  all  the  local 
municipalities. 

Mr.  President,  the  Wild  and  Scenic 
Rivers  Act  has  been  successful  in  pre- 
serving a  number  of  our  Nation's  free- 
flowing  rivers.  The  Maurice,  Manan- 
tico and  Manumuskin  Rivers  are  excel- 
lent candidates  for  the  preservation 
and  protection  afforded  by  this  act.  I 
ask  unanimous  consent  that  the  text 
of  the  bill  be  printed  in  the  Record.  ' 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2871 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United   States    of 
America  in  Congress  assembled, 

SECTION  I.  DESIGNATION  AS  STl'DY  RIVER.S. 

Section  5(a)  of  the  Wild  and  Scenic  Rivers 
Act  (16  U.S.C.  1276(a))  is  amended  by 
adding  at  the  end  thereof  the  following: 

"(92)  Maurice,  New  Jersey.— The  seg- 
ment from  Shell  Pile  to  the  point  three 
miles  north  of  Laurel  Lake. 

"(93)  Manumuskin,  New  Jersey.— The 
segment  from  its  confluence  with  the  Mau- 
rice River  to  the  Pennsylvania-Reading  Sea- 
shore Railroad  line. 

■(94)  Manantico.  New  Jersey.— The  seg- 
ment from  its  confluence  with  the  Maurice 
River  to  the  base  of  the  dam  at  Manantico 
Lalce.".* 

•  Mr.  LAUTENBERG.  Mr.  President, 
I  am  pleased  to  join  my  colleague  from 
New  Jersey,  Senator  Bradley,  in  intro- 
ducing legislation  to  designate  sections 
of  three  New  Jersey  rivers  for  inclu- 
sion in  the  National  Wild  and  Scenic 
Rivers  System.  This  bill  would  name 
certain  segments  of  the  Maurice,  Man- 
umuskin, and  Manantico  Rivers  in 
New  Jersey  as  study  rivers.  This  is  the 
first  step  in  the  wild  and  scenic  desig- 
nation process.  Our  distinguished  col- 
league in  the  House  of  Representa- 
tives, Bill  Hughes,  earlier  introduced 
a  similar  bill,  H.R.  5343. 

The  Wild  and  Scenic  Rivers  Act,  en- 
acted in  1968,  expressed  the  national 
policy  of  balancing  the  need  for  dams 
and  other  construction  at  appropriate 
sections  of  rivers  with  the  need  to  pre- 
serve selected  rivers  and  sections  of 
rivers  in  their  free-flowing  condition. 
It  was  the  intent  of  Congress  to  pro- 
tect such  rivers  and  the  natural  re- 
sources surrounding  them,  for  their 
scenic,  recreational,  historic,  cultural, 
and  other  outstanding  qualities.  There 
are  currently  68  rivers  in  the  Wild  and 
Scenic  System. 

Mr.  President,  Senator  Bradley  and 
I  earlier  introduced  S.  2287,  to  direct 
the  National  Park  Service  to  study  the 
Great  Egg  Harbor  River  in  New  Jersey 
for  possible  inclusion  in  the  Wild  and 
Scenic  System.  The  House  of  Repre- 
sentatives approved  companion  legisla- 
tion also  sponsored  by  Representative 
Hughes.  Designation  of  the  Great  Egg 
Harbor,  along  with  specified  portions 
of  the  Maurice,  Manumuskin  and 
Manantico   Rivers    will    provide   New 
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Jersey  with  its  first  wild  and  scenic 
rivers  desig:nated  by  the  Congress. 

The  Maurice,  Manumuskin,  and 
Manantico  Rivers  are  located  in  a 
sparsely  developed  region  in  the 
southern  portion  of  New  Jersey.  The 
Manumuskin  is  a  tributary  to  the 
Maurice  River  which  flows  into  the 
Delaware  River  Bay.  Together,  these 
two  rivers  possess  some  of  the  most 
delicate  species  of  animal  and  plant 
life  in  the  State. 

The  Maurice  contains  many  of  the 
physical  remnants  of  New  Jersey's 
once  prosperous  oyster  harvesting  and 
processing  industry.  Many  species  of 
reptiles  and  amphibians,  including  the 
threatened  and  endangered  tiger  sala- 
mander, and  corn  and  pine  snakes,  in- 
habit the  Maurice.  This  type  of  envi- 
ronment is  unique  to  New  Jersey  and 
represents  an  important  part  of  the 
Atlantic  coastal  landscape. 

The  water  quality  of  the  Manumus- 
kin River  is  of  the  highest  in  the 
State.  The  Manumuskin  encompasses 
a  diverse  stretch  of  wetlands,  swamp 
forests  and  upland  forests.  It  is  the 
site  of  an  historic  church  which  dates 
back  to  the  American  Revolution.  One 
species  of  plant  found  along  the  Man- 
umuskin appears  in  only  five  locations 
throughout  the  world.  This  fall,  thou- 
sands of  migrating  waterfowl,  rail 
birds,  and  bobolink  will  stop  along  the 
river. 

Large  portions  of  the  Maurice,  Man- 
umuskin, and  Manantico  lie  within  the 
boundaries  of  the  Pinelands  National 
Reserve,  one  of  our  most  valuable  nat- 
ural resources.  Inclusion  of  these 
rivers  within  the  Wild  and  Scenic 
System  would  enhance  protection  of 
these  areas  in  cooperation  with  the 
Federal,  State,  and  local  efforts 
through  the  Pinelands  comprehensive 
management  plan. 

Local  support  for  the  protection  of 
these  rivers  is  overwhelming.  My  con- 
stituents have  been  working  hard  to 
preserve  and  protect  important  por- 
tions of  the  Maurice,  Manumuskin, 
and  Manantico  Rivers.  The  National 
Park  Service  strongly  supports  inclu- 
sion of  these  rivers  in  the  Wild  and 
Scenic  Rivers  System.  Designation  of 
these  rivers  by  the  Park  Service  as 
study  rivers  would  represent  the  cul- 
mination of  years  of  efforts  by  local 
individuals,  the  State  of  New  Jersey, 
conservation  groups,  and  the  Federal 
Government  who  wish  to  preserve 
them  for  the  enjoyment  of  residents 
and  visitors  alike. 

Mr.  President,  these  rivers  are  part 
of  one  of  the  few  remaining  unspoiled 
natural  areas  on  the  entire  east  coast. 
The  beautiful  rivers  which  flow 
through  southern  New  Jersey  should 
be  preserved  for  future  generations.  I 
urge  my  colleagues  to  support  this  leg- 
islation, and  I  look  forward  to  working 
with  the  local  communities,  the  State 
of  New  Jersey,  and  the  Park  Service  in 


protecting  these  important  natural  re- 
sources.* 


By  Mrs.  KASSEBAUM: 
S.  2872.  A  bill  to  amend  the  Federal 
Insecticide,  Fungicide,  and  Rodenti- 
cide  Act  to  permit  applicants  to  file 
abbreviated  applications  for  registra- 
tion of  pesticides  or  new  uses  of  pesti- 
cides under  certain  circumstances,  and 
for  other  purposes;  to  the  Committee 
on  Agriculture,  Nutrition,  and  Forest- 
ry. 

PESTICIDE  PRICE  COMPETITION  ACT 

•  Mrs.  KASSEBAUM.  Mr.  President, 
the  bill  I  am  offering  today  eliminates 
the  data  compensation  provisions  of 
FIFRA.  In  addition,  it  provides  for  the 
use  of  an  abbreviated  application  for 
registration  of  generic  pesticides.  En- 
actment of  this  measure  would,  in 
effect,  place  manufacturers  of  generic 
pesticides  on  equal  footing  with  gener- 
ic pharmaceutical  manufacturers. 

My  purpose  in  proposing  this  legisla- 
tion is  simply  to  cut  production  costs 
for  farmers.  This  measure  could  pro- 
vide savings  in  the  range  of  $200  mil- 
lion to  $500  million  annually  in  the 
pesticide  bills  of  American  farmers. 
These  savings  would  be  achieved  by 
making  it  easier  and  quicker  to  bring 
generics  onto  the  market. 

Let  me  emphasize  that  this  legisla- 
tion is  not  intended  to  deprive  manu- 
facturers who  originate  pesticides 
from  receiving  an  ample  return  on 
their  investment.  Current  law  recog- 
nizes the  substantial  research  and  de- 
velopment costs  involved  in  pesticide 
production  by  providing  a  17-year  ex- 
clusive marketing  right  over  registered 
pesticides.  Manufacturers  are  eligible 
for  research  and  development  tax  de- 
ductions and  credits  as  well.  In  addi- 
tion, the  FIFRA  reathorization  bill  re- 
ported by  the  Senate  Agriculture 
Committee,  S.  2792,  extends  the 
patent  life  of  pesticides  for  up  to  5 
years. 

I  believe  these  provisions  offer  ade- 
quate incentives  for  innovation.  Yet, 
the  truth  is  that  barriers  to  market 
entry  do  not  end  with  the  expiration 
of  a  patent  when  it  comes  to  pesti- 
cides. In  short,  at  the  same  time  we 
have  gone  to  great  lengths  to  protect 
the  investments  of  original  manufac- 
turers, we  have  done  nothing  to  ad- 
vance the  interests  of  pesticide  con- 
sumers who  would  benefit  from  great- 
er generic  competition. 

When  we  granted  patent  term  exten- 
sion to  pharmaceutical  products  in 
1984,  we  at  the  same  time  made  it 
easier  for  generic  products  to  come 
onto  the  market.  Rather  than  dupli- 
cating tests  of  a  drug,  a  generic  manu- 
facturer now  only  has  to  prove  to  the 
Food  and  Drug  Administration  that  it 
can  produce  an  identical  chemical 
compound  in  order  to  begin  marketing 
it. 

This  general  approach  has  also  been 
endorsed  by  the  administration.  In  a 


March  10,  1986,  letter  to  Senator 
Strom  Thurmond,  Health  and  Human 
Services  Secretary  Otis  Bowen  strong- 
ly recommended  that  legislation  pro- 
viding for  patent  term  extension  of 
veterinary  drugs  be  amended.  The  Sec- 
retary proposed  that  a  provision  be 
added  to  enable  manufacturers  to 
obtain  premarket  approval  of  generic 
drugs  without  having  to  duplicate  the 
safety  and  effectiveness  studies  re- 
quired for  approval  of  the  original 
drug.  Mr.  President,  I  ask  unanimous 
consent  that  the  full  text  of  Secretary 
Bowen's  letter  appear  in  the  Record 
following  my  remarks. 

Now,  we  will  soon  be  considering 
patent  term  extension  for  pesticides 
without  removing  road  blocks  to  pro- 
duction of  generic  products.  I  would 
like  to  explain  briefly  how  onerous 
those  roadblocks  are. 

Current  law  requires  that  an  enor- 
mous amount  of  health  and  safety 
data  be  submitted  to  the  Environmen- 
tal Protection  Agency  [EPA]  in  order 
to  register  a  pesticide  product.  With- 
out EPA  registration,  a  pesticide  may 
not  be  put  on  the  market.  A  generic 
producer  has  two  options  for  meeting 
this  requirement. 

One,  the  producer  can  generate  his 
own  data— which  takes  anywhere  from 
5  to  7  years.  In  so  doing,  the  generic 
producer  is  duplicating  work  that  has 
already  been  done. 

The  producer's  second  option  is  to 
buy  the  right  to  cite  the  data  previous- 
ly submitted  to  EPA  by  the  originator 
of  the  product.  The  amount  of  the 
data  compensation  due  is  determined 
by  a  system  of  binding  arbitration 
which  was  set  up  in  the  1978  amend- 
ments to  FIFRA. 

The  law  does  not  contain  any  explic- 
it standard  for  determining  compensa- 
tion. Thus,  the  only  guidance  we  have 
as  to  the  effects  of  the  arbitration 
process  is  the  single  case  which  has 
been  completed  under  it— Stauffer 
Chemical  Co.  versus  PPG  Industries 
(1983). 

In  that  case,  the  arbitration  award 
to  the  original  manufacturer— 
Stauffer  Chemical— amounted  to  50 
percent  of  the  cost  of  the  data  plus  a 
10-year  royalty.  The  royalty  amount 
was  intended  to  represent  the  value  to 
the  generic  manufacturer  of  being 
able  to  enter  the  market  much  sooner 
than  would  otherwise  be  possible.  In 
all,  the  value  of  the  award  is  estimated 
to  exceed  $15  million— an  amount  five 
times  the  actual  cost  of  producing  the 
data. 

Commenting  on  this  case,  an  analyst 
with  the  Congressional  Research  Serv- 
ices notes: 

This  award  was  so  large  that  it  could  ef- 
fectively foreclose  secondary  registrants  by 
making  the  cost  of  entering  the  market  so 
uncertain  that  few  if  any  firms  would  be 
willing  to  take  the  risk,  and  for  smaller 
firms,  making  the  up-front  costs  so  high 
they  could  scarcely  take  the  risk. 
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This  system  simply  doesn't  make 
sense.  Generic  drug  manufacturers 
have  never  had  to  pay  for  data  which 
has  already  been  filed  with  the  Food 
and  Drug  Administration.  Why  should 
pesticides  be  different? 

Clearly,  this  situation  works  against 
the  American  farmer  who  is  trying  to 
cut  costs  and  operate  at  maximum  ef- 
ficiency. The  monopoly  held  by  origi- 
nal pesticide  producers  extends  long 
beyond  the  expiration  of  a  patent,  as  a 
potential  generic  competitor  must 
either  spend  5  to  7  years  duplicating 
data  or  debate  whether  it  is  worth  the 
financial  risk  to  purchase  that  data. 

Either  way,  the  bottom  line  is  that 
farmers  pay  more  for  pesticides.  Mr. 
President,  I  ask  unanimous  consent 
that  an  article  on  this  subject  by 
George  Anthan  of  the  Des  Moines 
Register  be  printed  in  the  Record  fol- 
lowing my  remarks. 

Farmers  spend  about  $3.4  billion  on 
pesticides  every  year.  Competition 
within  the  industry  would  significant- 
ly reduce  prices,  as  illustrated  by  past 
experience  when  generics  have  come 
onto  the  market.  The  price  of  phos- 
toxin,  for  example,  has  dropped  nearly 
20  percent  since  a  generic  version 
became  available  in  1982.  Treflan  has 
seen  a  price  drop  of  nearly  25  percent 
since  a  generic  appeared  on  the 
market  last  year. 

It  is  particularly  important  that  we 
act  soon  to  address  this  situation.  Over 
the  next  5  years,  21  pesticides  widely 
used  by  American  farmers  will  come 
off  patent.  These  jiesticides  constitute 
about  43  percent  of  the  entire  pesti- 
cide market. 

Congress,  by  deciding  to  inject  a 
healthy  dose  of  competition  into  the 
pesticide  industry,  could  give  the 
farmer  a  real  break.  And,  this  could  be 
done  without  further  drain  on  the 
U.S.  Treasury. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  text  of  my  bill  appear  in 
the  Record  at  this  point. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2872 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    States    of 
America  in  Congress  assembled, 
SECnON  I.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "Pesticide 
Price  Competition  Act". 

SEC.  2.  abbreviated  APPLICATIONS  FOR  REGIS- 
TRATION OF  PESTICIDES  AND  NEW 
ISES  OF  PESTICIDE.S. 

(a)  In  General.— Section  3(c)  of  the  Fed- 
eral Insecticide,  Fungicide,  and  Rodenticide 
Act  (7  U.S.C.  136a(c))  is  amended  by  adding 
at  the  end  thereof  the  following  new  para- 
graph: 

"(9)  Abbreviated  applications.— 

"(A)  An  applicant  may  file  with  the  Ad- 
ministrator an  abbreviated  application  for 
the  registration  of  a  pesticide,  or  for  an  ap- 
plication for  an  amendment  adding  a  new 
use  to  the  registration  of  a  pesticide,  in  ac- 
cordance with  this  paragraph. 

"(B)  The  application  shall  contain— 


"(1)  information  to  demonstrate  that— 

"(I)  the  pesticide  is  identical  or  substan- 
tially similar  chemically  to  a  pesticide  previ- 
ously registered  under  this  Act; 

"(II)  the  conditions  of  use  recommended 
in  the  labeling  proposed  for  the  pesticide 
have  been  approved  for  the  previously  regis- 
tered pesticide:  and 

"(III)  the  labeling  proposed  for  the  pesti- 
cide is  the  same  as  the  labeling  approved  for 
the  previously  registered  pesticide,  except 
for  differences  approved  by  the  Administra- 
tor under  other  provisions  of  this  Act:  and 

"(ii)  a  certification  that  to  the  best  of  the 
knowledge  of  the  applicant  no  data  that  has 
been  previously  submitted  to  the  Adminis- 
trator for  the  previously  registered  pesticide 
is  entitled  to  exclusive  use  under  paragraph 
(l)(D)(i). 

"(C)  Notwithstanding  any  other  provision 
of  law,  paragraphs  (IKD)  (other  than  clause 
(i)),  (2)(B)(v).  and  (2)(D)  shall  not  apply  to 
an  application  filed  under  this  paragraph. 

"(D)  Nothing  in  this  paragraph  shall  be 
construed  to  supersede  part  II  or  III  of  title 
35,  United  States  Code". 

(b)  Table  or  Contents.— Section  Kb)  of 
such  Act  (7  U.S.C.  prec.  121)  is  amended  by 
inserting  t)etween  the  items  relating  to  sec- 
tions 3(c)(8)  and  3(d)  the  following  new 
item:  ., 

"(9)  Abbreviated  applications.". 

The  Secretary  of  Health 

AND  Human  Services. 
Washington.  DC,  March  10,  1986. 
Hon.  Strom  Thurmond, 
Chairman,  Committee  on  the  Judiciary, 
U.S.  Senate,  Washington,  DC. 

Dear  Mr.  Chairman:  There  is  pending 
before  the  Committee.  S.  1093,  a  bill  "To 
amend  the  patent  law  to  restore  the  term  of 
the  patent  in  the  case  of  certain  products 
for  the  time  of  the  regulatory  review  period 
preventing  the  marketing  of  the  product 
claimed  in  the  patent."  We  take  this  oppor- 
tunity to  inform  you  of  our  views  on  that 
bill.  We  understand  that  S.  1093  is  sched- 
uled for  mark-up  on  March  11.  1986  before 
the  Subcommittee  on  Patents,  Copyrights 
and  Trademarks. 

Our  views  focus  on  S.  1093  as  it  would 
affect  veterinary  drugs,  which  are  regulated 
by  the  Pood  and  Drug  Administration 
(FDA)  under  the  Federal  Food,  Drug,  and 
Cosmetic  (FDC)  Act.  S.  1093  would  author- 
ize the  restoration  of  patent  time  lost  due  to 
Federal  premarket  requirements  for  veteri- 
nary drugs,  pesticides,  and  agricultural 
chemicals. 

In  summary,  we  support  patent  restora- 
tion for  veterinary  drugs,  but  urge  the  Com- 
mittee to  add  an  additional  provision  that 
would  enable  manufacturers  to  obtain  Fed- 
eral premarket  approval  to  market  generic 
versions  of  these  drugs  without  having  to 
duplicate  the  potentially  costly  and  time- 
consuming  safety  and  effectiveness  studies 
that  are  required  of  pioneer  manufacturers. 
Without  such  a  provisions,  there  would 
appear  to  be  no  need  for  patent  restoration 
since  the  current  Federal  requirement  for 
duplicative  testing  would  continue  to  serve 
as  an  effective  economic  barrier  to  competi- 
tion even  after  the  expiration  of  patents 
that  would  be  restored  by  this  legislation. 

The  Department  of  Health  and  Human 
Services  traditionally  has  supported  patent 
restoration  for  the  products  that  require 
the  premarket  approval  of  PDA.  These 
products  often  entail  high  development 
costs,  the  risk  of  failure  and  small  potential 
markets.  In  addition,  innovators  typically 
lose  years  of  patent  exclusivity  because  of 


testing  requirements  and  regulatory  review. 
We  are  mindful  of  the  paradox  that  the 
careful  and  time-consuming  scientific  review 
needed  to  confirm  safety  and  effectiveness 
may  be  reducing  initiatives  to  develop  new 
veterinary  drugs.  Streamlining  the  regula- 
tory process  will  help.  However,  the  FDA 
premarket  approval  system  must  continue 
to  be  thorough  enough  to  assure  safety  and 
efficacy  even  if  that  means  living  with  a 
process  that  takes  longer  than  we  would 
ideally  prefer.  We  want  to  encourage  irmo- 
vation,  but  not  at  the  expense  of  safety. 
Consequently,  we  support  patent  extension 
for  veterinary  drugs  as  a  means  of  encourag- 
ing innovative  research. 

Patent  restoration  would  have  little  mean- 
ing, however,  if  Federal  regulatory  barriers 
had  the  effect  of  preventing  the  marketing 
of  virtually  identical  generic  products  after 
patents  expire.  Such  a  situation  existed  for 
human  drugs  until  1984,  when  the  Congress 
enacted  legislation  that  both  extended  pat- 
ents associated  with  human  drugs  and  re- 
moved regulatory  barriers  that  effectively 
prevented  the  development  of  many  generic 
human  drugs.  The  situation  still  exists, 
however,  for  veterinary  drugs. 

Consequently,  in  addition  to  patent  exten- 
sion, we  strongly  support  the  enactment  of 
an  explicit  statutory  authority  that  would 
allow  a  manufacturer  to  market  a  generic 
version  of  a  veterinary  drug  without  having 
to  duplicate  the  time-consuming  and  costly 
studies  that  are  necessary  to  demonstrate 
that  the  original  version  of  that  drug  is  safe 
and  effective.  The  generic  manufacturer 
only  would  have  to  demonstrate  in  an  "ab- 
breviated" application  for  marketing  ap- 
proval to  FDA  that  it  is  capable  of  manufac- 
turing an  equivalent  product. 

FDA  presently  allows  abbreviated  applica- 
tiorw  for  generic  versions  of  veterinary 
drugs  that  were  approved  before  1962,  the 
year  in  which  Congress  amended  the  FDC 
Act  to  require  that  both  human  and  veteri- 
nary drugs  be  shown  to  be  effective  as  well 
as  safe.  A  similar  procedure  has  not  been  es- 
tablished for  post- 1962  veterinary  drugs.  As 
a  consequence,  the  duplicative  testing  for 
safety  and  effectiveness  that  generic  manu- 
factuers  must  conduct  for  post- 1962  drugs 
constitutes  an  effective  economic  barrier  to 
their  development.  In  this  respect,  the  Fed- 
eral drug  approval  process  unwittingly 
serves  as  a  quasi-patent  whose  term  never 
expires. 

We  have  concluded,  therefore,  that  both 
patent  restoration  and  an  abbreviated  ap- 
proval procedure  ought  to  be  included  in 
the  same  legislation  so  that  they  may  be 
considered  and,  hopefully,  enacted  together. 
We  continue  to  believe  that  it  is  good  public 
policy  to  link  the  two  concepts  in  order  to 
foster  research  for  new  products  and  at  the 
same  time  encourage  competition  and  lower 
prices.  In  our  view,  it  would  be  unfair  to 
consumers  as  well  as  to  the  industry  as  a 
whole  if  one  were  enacted  but  not  the  other 
or  if  a  substantial  time  lag  occurred  between 
the  enactment  of  both.  We  would  be  pleased 
to  work  with  the  Committee  to  add  an  ab- 
breviated application  provision  to  S.  1093. 

We  are  advised  by  the  Office  of  Manage- 
ment and  Budget  that  there  is  no  objection 
to  the  presentation  of  this  report  from  the 
standpoint  of  the  Administration's  program. 
Sincerely, 

Otis  Bowen,  M.D., 

Secretary. 
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[From  the  Oes  Moines  Register.  Sept.  14. 

1986] 

Farmers'  Purse  Strings  May  Tie  Up 

Chemical  Legislation 

(By  George  Anthan) 

The  already  shaky  agreement  over  legisla- 
tion to  re-authorize  the  Federal  Insecticide. 
Fungicide  and  Rodenticide  Act  could  unrav- 
el because  of  an  important  sticking  point  in- 
volving farmers'  pocketbooks. 

The  lengthy  and  complex  debate  in  Con- 
gress over  FIFRA,  under  which  farm  and 
garden  chemicals  are  regulated,  has  in- 
volved representatives  of  the  chemical  in- 
dustry and  environmentalists,  but  fanners 
have  a  huge  financial  stake  in  the  situation. 

Negotiations  have  taken  years,  but  a  series 
of  compromises  this  year  involving  the  in- 
dustry and  environmental  groups  has 
cleared  the  way  for  both  houses  of  Congress 
to  take  up  the  bill  before  they  adjourn  this 
fall. 

The  House  and  Senate  Agriculture  com- 
mittees have  approved  versions  of  the  new 
bill  under  which  FIFRA  would  be  extended 
for  five  years.  The  new  law  would  require 
that  pesticides  must  be  "registered"  by  the 
Environmental  Protection  Agency  and  that 
some  600  pesticides  in  use  when  the  original 
law  was  passed  in  1971  must  be  tested  for 
their  health  effects.  The  "re-registration" 
of  these  pesticides  would  be  financed 
through  fees  paid  by  the  manufacturers. 

The  controversy  is  over  "data  compensa- 
tion." splitting  the  mostly  big  companies 
whose  research  brings  pesticides  into  the 
market  and  the  mostly  smaller  companies 
and  cooperatives  who  later  want  to  enter 
the  market  and  produce  the  same  pesticides 
as  generic  products  at  a  lower  cost  to  farm- 
ers. 

Farmland  Industries  Inc.,  a  farm  coopera- 
tive based  in  Kansas  City,  has  estimated 
that  over  the  next  five  years,  patents  on 
some  45  percent  of  pesticides  now  in  use  will 
expire  and  that  if  these  products  can  be  pro- 
duced by  generic  manufacturers,  the  poten- 
tial saving  to  farmers  would  range  from 
$420  million  to  $500  million  a  year. 

Tim  Galvin.  an  aide  to  Congressman  Berk- 
ley Bedell,  whose  subcommittee  developed 
the  House  version  of  FIFTiA.  says  the  issue 
of  how  to  compensate  the  big  pesticide  "in- 
novators" is  "very  divisive,  almost  intract- 
able." 

The  larger  chemical  companies  pay  for 
the  research  necessary  to  bring  new  pesti- 
cides into  the  market  and  to  get  them  regis- 
tered by  the  EPA.  In  return,  they  get  a  17- 
year  exclusive  right  to  sell  the  products. 
Once  the  patent  expires,  other  firms,  in 
most  cases  smaller,  can  move  in  and  produce 
the  pesticides  under  "generic"  labels. 

But.  under  current  law.  companies  seeking 
to  enter  the  market  with  a  pesticide  on 
which  the  patent  has  expired  have  been 
forced  to  compensate  the  innovators  more 
then  five  times  their  cost  of  generating  the 
data  filed  with  EPA. 

Farmland  Industries  officials  told  Con- 
gress recently  that  "when  a  human  drug 
comes  off  patent,  for  example,  a  generic 
producer  has  only  to  prove  to  the  Food  and 
Drug  Administration  that  it  is  capable  of 
producing  an  identical  chemical  compound 
and  is  then  authorized  to  begin  market- 
ing. .  .  ." 

But  FIFRA  provides  that  the  question  of 
how  much  a  pioneering  firm  is  to  be  com- 
pensated for  the  scientific  data  it  generated 
to  gain  approval  for  the  pesticide  will  be  de- 
termined through  binding  arbitration.  In  a 
case  involving  Stauffer  Chemical  Co..  the 
original  developer  of  a  product,  and  PPG  In- 


dustries Inc..  which  wanted  to  enter  the 
market,  arbitrators  gave  Stauffer  an  award 
valued  at  almost  $16  million.  90  times  what 
PPG  had  considered  reasonable. 

The  Congressional  Research  Service  notes 
in  a  report  that  "this  award  was  so  large 
that  it  could  effectively  foreclose  secondary 
registrants  by  making  the  cost  of  entering  a 
market  so  uncertain  that  few  firms  would  be 
willing  to  take  the  risk.  .  .  ." 

The  Senate  version  of  the  FIFRA  bill 
greatly  pleases  the  large  chemical  compa- 
nies because  it  allows  patents  on  new  pesti- 
cide products  to  be  extended  for  up  to  five 
years,  depending  on  how  long  the  product 
was  undergoing  regulatory  review  by  'EPA. 
The  Senate  bill  also  gives  smaller  companies 
the  right  to  begin  health  tests  on  such  a 
pesticide  up  to  two  years  before  the  patent 
expires. 

The  House  bill  includes  some  provisions 
for  non-binding  arbitration.  But  Farmland 
emphasizes  that  any  new  law  that's  passed 
should  include  a  ceiling  on  the  amount  of 
compensation  that  could  be  paid  to  a  com- 
pany which  developed  a  pesticide. 

Farmland  cites  data  showing  dramatic 
drops  in  the  prices  of  some  pesticides  that 
were  produced  under  generic  labels.  The 
data  show  that  Phostoxin.  a  product  that 
has  been  produced  generically  since  1982. 
has  dropped  in  price  by  almost  20  percent. 
Treflan  has  had  generic  competition  since 
last  year.  Farmland  stated,  and  has  experi- 
enced a  price  cut  of  almost  25  percent. 

In  contrast,  the  cooperative  contends,  sev- 
eral leading  pesticides  that  have  no  generic 
competition  have  had  significant  price  in- 
creases in  recent  years.* 


By  Mr.  KENNEDY: 
S.  2873.  A  bill  to  require  the  Director 
of  the  National  Institute  of  Child 
Health  and  Human  Development  to 
establish  a  grant  program  to  fund  re- 
search, training,  and  patient  services 
in  pediatric  pulmonary  medicine;  to 
the  Committee  on  Labor  and  Human 
Resources. 

PEDIATRIC  PULMONARY  RESEARCH  ACT 

•  Mr.  KENNEDY.  Mr.  President, 
today  I  am  introducing  legislation 
which  will  bring  a  significant  benefit 
to  infants  and  children  with  diseases 
of  the  lungs.  It  will  place  the  existing 
pediatric  pulmonary  centers  program 
within  the  National  Institute  for  Child 
Health  and  Development  and  author- 
ize funding  for  them  at  $12  million. 

Despite  tremendous  progress  in  the 
diagnosis  and  treatment  of  childhood 
lung  disease  in  the  last  two  decades,  it 
remains  the  leading  cause  of  death  in 
children  below  1  year  of  age  and  an 
important  cause  of  morbidity  and  mor- 
tality in  children  of  all  ages.  In  1984 
respiratory  diseases  were  the  leading 
cause  of'  death  among  43.364  children 
who  died  in  the  first  year  of  life.  Res- 
piratory illnesses  and  their  complica- 
tions among  children  were  the  leading 
cause  for  missed  school  days,  doctor 
visits,  prescribed  medication,  and  hos- 
pitalizations. Respiratory  diseases  of 
children  annually  cause  319  million 
days  of  restricted  activity,  and  165  mil- 
lion days  of  bed  disability  and  more 
than  50  percent  of  school  absenteeism. 


There  Is  evidence  that  early  injuries 
to  the  lung  can  be  magnified  in  later 
years  and  that  childhood  respiratory 
diseases  may  be  predisposed  to  chronic 
adult  lung  disease.  Strategies  must  be 
developed  to  identify  those  diseases 
early.  Because  of  the  potential  of  long- 
term  sequelae,  modes  of  prophylaxis 
must  be  developed  to  reduce  their  inci- 
dence. Ways  must  be  found  to  reduce 
their  later  consequences. 

Mr.  President.  I  would  like  to  give 
some  specific  examples.  Hyaline  mem- 
brane disease  is  the  principal  cause  of 
infant  mortality.  Survival  following 
this  dread  disease  has  Increased  mark- 
edly. However  the  long  term  natural 
history  of  this  disease  must  be  more 
clearly  established  and  strategies  must 
be  developed  through  basic  and  clini- 
cal research  to  prevent,  minimize  and 
treat  long  term  sequelae. 

Asthma  affects  2.4  million  children 
under  the  age  of  17  years.  There  have 
been  major  advances  in  our  under- 
standing of  this  complex  disease.  New 
strategies  are  needed  to  ensure  patient 
and  parent  compliance  with  treatment 
and  to  provide  specific  interventions 
that  can  prevent  many  of  these  hospi- 
talizations. 

Cystic  fibrosis  [CF]  is  one  of  the 
most  common  inherited  diseases  in 
Caucasians  and,  in  the  United  States, 
occurs  with  a  frequency  of  1  in  2,000 
live  births.  The  search  for  a  metabolic 
defect  or  marker  that  might  be  used 
for  early  diagnosis  or  to  identify  the 
genetic  carrier  continues  to  elude  us. 
Although  the  treatment  of  CF  is  im- 
proving, many  unanswered  questions 
remain  regarding  the  long-term  care 
of  children  with  this  disease. 

There  are  3.5  million  episodes  of 
pneumonia  or  bronchiolitis  in  child- 
hood. Many  of  these  are  of  viral 
origin.  The  relationship  between  these 
episodes  and  the  development  of 
chronic  lung  disease  in  later  life  is 
clear.  We  need  to  define  the  epidemi- 
ology of  these  diseases,  the  host  virus 
interaction,  and  the  factors  influenc- 
ing development  of  chronic  lung  dis- 
ease and  use  this  knowledge  to  devise 
protective  and  therapeutic  strategies. 

Most  people  have  heard  of  sudden 
infant  death  syndrome  [SIDS).  Most 
probably  do  not  know  that  sleep  asso- 
ciated airway  problems  in  children  not 
only  include  SIDS  but  other  condi- 
tions as  well.  Conditions  called  the  ob- 
structive sleep  apnea  syndrome,  noc- 
turnal asthma,  spasmodic  croup,  smd 
others.  Recognition  of  these  problems 
is  difficult  and  sophisticated  sleep 
physiology  laboratories  are  presently 
required.  Parents  who  have  lost  one 
child  to  SIDS  desire  reassurance  that 
this  will  not  happen  again.  Study  of 
all  of  these  disorders  may  supply  some 
answers. 

Congress  in  1968  recognized  the 
staggering  impact  of  pediatric  limg 
diseases,  and  established  the  Pediatric 
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Pulmonary  Centers  Program.  The  goal 
of  the  centers  was  to  increase  the 
supply  of  trained  pediatric  lung  spe- 
cialists and  to  provide  a  regionalized 
network  of  care  facilities  that  could 
provide  a  full  spectrum  of  specialized 
services  for  children  with  the  most  se- 
rious lung  diseases. 

Unfortunately,  the  program  has  suf- 
fered because  over  the  years  it  has  re- 
ceived insufficient  attention  and  fund- 
ing. The  administration  of  the  project 
has  been  moved  repeatedly  and  its 
source  of  funding  has  been  insecure. 
Initially,  10  centers  were  funded  by 
the  Regional  Medical  Program  Serv- 
ices. In  1973,  administration  went  to 
the  Office  of  Maternal  and  Child 
Health  within  the  Bureau  of  Commu- 
nity Health  Services.  Since  1982  the 
centers  have  been  funded  from  a  fixed 
percentage  of  the  Maternal  and  Child 
Health  Services  block  grant.  In  fiscal 
year  1985  there  are  only  eight  centers 
surviving,  with  a  total  budget  of  $2 
million.  This  commitment  is  far  below 
that  which  is  needed  for  the  centers  to 
adequately  address  the  many  problems 
of  childhood  lung  disease.  This  bill 
will  place  the  centers  under  the  re- 
sponsibility of  the  National  Institutes 
of  Health  and  provide  the  additional 
resources  that  are  necessary  to  rebuild 
and  expand  the  program. 

This  bill  would  create  a  network  of 
comprehensive  centers,  specializing  in 
the  alleviation  of  children's  lung  dis- 
ease and  would  attract  top  profession- 
als to  bridge  the  gap  between  research 
and  services.  This  bill  would  allow  for 
a  better  definition  of  the  natural  his- 
tory of  childhood  respiratory  diseases. 
It  will  contribute  to  the  application  of 
new  but  yet  to  be  proven  therapeutic 
nodalities.  It  will  stimulate  restructur- 
ing of  the  health  care  delivery  system 
to  reduce  hospitalization  and  increase 
chances  of  long-term  remissions.  In 
addition,  I  hope  that  this  bill  will 
become  a  focus  of  public  discussion 
about  the  need  to  improve  pediatric 
pulmonary  research  and  care. 

The  centers  can  be  instrumental  in 
the  development  of  strategies  for  re- 
ducing the  morbidity  and  mortality  of 
childhood  respiratory  disease  while 
safely  and  reasonably  reducing  health 
care  costs.  The  resources  are  available 
to  meet  the  challenge;  all  that  is  re- 
quired is  a  renewed  national  conunit- 
ment  to  fight  lung  disease  in  children 
and  their  long-term  effects  in  adults.  I 
urge  my  colleagues  to  support  this  bill. 
I  ask  that  by  unanimous  consent 
that  the  text  of  the  bill  be  printed  in 
the  Record. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2873 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  this 
Act  may  b«  cited  as  the  "Pediatric  Pulmo- 
nary Research  Act  of  1986". 


Sec.  2.  Congress  finds  that: 

(1)  Respiratory  diseases  remain  a  leading 
cause  of  death  and  a  significant  cause  of 
morbidity  in  children  of  all  ages. 

(2)  There  is  an  increased  need  for  pediat- 
ric pulmonary  research  and  improvements 
in  pediatric  pulmonary  care  as  a  result  of 
the  improving  survival  rate  of  prematurely- 
born  children. 

(3)  There  is  growing  evidence  that  prema- 
ture birth,  childhood  respiratory  infections, 
and  exposure  to  pollutants  in  the  environ- 
ment as  a  child  may  contribute  to  the  devel- 
opment of  lung  disease  as  an  adult. 

(4)  Congress  has  set  a  goal  of  creating  a 
number  of  pediatric  pulmonary  centers  to 
provide  a  network  of  facilities  to  treat  chil- 
dren with  serious  lung  disease  and  that  goal 
has  not  been  realized. 

(5)  There  is  still  a  need  to  train  an  ade- 
quate number  of  personnel  in  pediatric  pul- 
monary medicine. 

(6)  It  is  an  appropriate  role  for  the  Feder- 
al Government  to  support  research  centers 
in  areas  such  as  cancer,  heart  disease,  and 
pulmonary  disease  in  order  to  bridge  the 
gap  between  research  and  service  and  to 
provide  opportunities  for  interdisciplinary 
care. 

(7)  Because  of  the  need  to  increase  Feder- 
al attention  to  pediatric  pulmonary  re- 
search, training,  and  services,  it  is  necessary 
to  provide  clear  legislative  authority  for  a 
separate  grant  program  in  pediatric  pulmo- 
nary medicine. 

GRANT  PROGRAM 

Sec.  3.  (a)  Subpart  7  of  part  C  of  title  IV 
of  the  Public  Health  Service  Act  is  amended 
by  adding  at  the  end  thereof  the  following 
new  section: 

"PEDIATRIC  PULMONARY  MEDICINE 

"Sec.  452.  (a)  The  Director  of  the  Insti- 
tute shall  establish  a  grant  program  in  pedi- 
atric pulmonary  medicine. 

"(b)  Grants  under  the  program  estab- 
lished under  subsection  (a)  may  be  made 
to— 

"(1)  public  or  nonprofit  universities; 

"(2)  schools  of  medicine; 

"(3)  research  institutions;  or 

"(4)  other  public  or  nonprofit  agencies 
providing  pediatric  pulmonary  services. 

"(c)(1)  Grants  under  the  program  estab- 
lished under  subsection  (a)  may  be  used  to 
fund  basic  and  clinical  research,  interdisci- 
plinary clinical  training,  and  model  patient 
services  and  treatment,  in  pediatric  pulmo- 
nary medicine. 

"(2)  Grants  under  the  program  estab- 
lished under  subsection  (a)  may  not  be  u.sed 
for- 

"(A)  cash  payments  to  intended  recipients 
of  health  services; 

"(B)  the  purchase  or  improvement  of 
land,  the  purchase,  construction,  or  perma- 
nent improvement  (other  than  minor  re- 
modeling) of  any  building  or  other  facility, 
or  the  purchase  of  major  medical  equip- 
ment; 

"(C)  satisfying  any  requirement  for  the 
expenditure  of  non-Federal  funds  as  a  con- 
dition for  the  receipt  of  Federal  funds;  or 

"(D)  providing  funds  for  research  or  train- 
ing to  any  entity  other  than  a  public  or  non- 
profit private  entity. 

•(d)(1)  Applications  for  grants  under  the 
program  established  under  subsection  (a) 
shall  be  submitted  to  the  Director  of  the  In- 
stitute and  shall  contain  such  information 
as  the  Director  determines  to  be  necessary. 

"(2)  The  Director  of  the  Institute  shall  es- 
tablish criteria  for  the  selection  of  grant  re- 


cipients from  among  eligible  applicants. 
Such  criteria  shall  provide  for  the  selection 
of  at  least  4  grant  recipients  each  year  and 
of  recipients  which  are  dispersed  geograph- 
ically.". 

(b)  Section  408(a)  of  such  Act  is  amended 
by  adding  at  the  end  thereof  the  following 
new  paragraph: 

"(3)  To  carry  out  section  452,  there  are  au- 
thorized to  be  appropriated  $12,000,000  for 
each  of  the  fiscal  years  1987,  1988,  and 
1989.'.* 


By  Mr.  MATSUNAGA  (for  him- 
self, Mr.  Glenn,  Mr.  Broyhill, 
Mr.   Burdick,   Mr.   Gore,   Mr. 
Heflin,  Mr.  INOUYE,  Mr.  John- 
ston, Mr.  McCoNNELL,  and  Mr. 
Wilson); 
S.  2875.  A  bill  to  amend  the  Federal 
Food,  Drug,  and  Cosmetic  Act  to  ban 
the  reimportation  of  drugs  produced 
in  the  United  States,  to  place  restric- 
tions on  drug  samples,  to  ban  certain 
resales  of  drugs  purchased  by  hospi- 
tals and  other  health  care  facilities, 
and  for  other  purposes;  to  the  Com- 
mittee on  Finance. 

PRESCRIPTION  DRUG  MARKETING  ACT 

Mr.  MATSUNAGA.  Mr.  President, 
with  Senators  Glenn,  Broyhill,  Bur- 
dick, GoRE,  Heflin,  Inouye,  John- 
ston, McConnell  and  Wilson  as  origi- 
nal cosponsors,  I  am  introducing  today 
the  "Prescription  Drug  Marketing  Act 
of  1986." 

Our  bill  would  protect  the  American 
consumer  by  establishing  much- 
needed  stricter  control  over  the  distri- 
bution of  prescription  drugs  manufac- 
tured in  the  United  States.  Studies 
and  congressional  hearings  over  a 
period  of  several  years  have  revealed 
that  the  American  consumer,  purchas- 
ing a  prescription  drug  ordered  by  his 
or  her  doctor,  can  no  longer  do  so  in 
the  full  confidence  that  the  drug  will 
be  safe  and  effective. 

The  problem  is  not  one  of  inad- 
equate safeguards  in  the  pharmaceuti- 
cal manufacturing  process.  Our  system 
of  testing,  manufacturing,  and  intro- 
ducing new  drugs  into  the  marketplace 
is  the  safest  in  the  world,  albeit  very 
slow  at  times. 

But  what  happens  to  a  prescription 
drug  after  it  is  tested,  approved,  manu- 
factured, and  sold?  Too  often  it  enters 
a  "gray  market"  luiown  as  the  "diver- 
sion market"  where  it  may  be  counter- 
feited, improperly  stored,  improperly 
relabeled  or  repackaged,  or  improperly 
shipped.  Diverted  drugs  often  reenter 
the  normal  distribution  system  and 
are  then  resold  to  the  unsuspecting 
consumer  by  an  equally  unsuspecting 
retailer.  Such  drugs,  with  a  fraudulent 
expiration  date,  can  be  sold  after  their 
potency  has  lapsed. 

Congressional  and  public  attention 
was  focused  on  this  issue  in  1984. 
when  the  G.D.  Searle  Co.  discovered 
that  its  Ovulen  21  birth  control  pill 
had  been  counterfeited.  Approximate- 
ly 2  million  of  the  counterfeit  pills  had 
been  imported  and  distributed  in  the 
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United  States  before  the  fraud  was 
discovered,  with  an  ease  that  startled 
investigators.  Further  investigation  re- 
vealed that  36  percent  of  American 
pharmaceutical  manufacturers  had  ex- 
perienced problems  with  counterfeit 
drugs. 

How  do  prescription  drugs  get  into 
the  "diversion  market"?  In  some  cases, 
a  bogus  charitable  organization  is  es- 
tablished which  buys  drugs  and  medi- 
cal supplies  from  a  manufacturer  for 
export  and  use  overseas.  Upon  arrival 
in  the  country  for  which  it  is  destined, 
the  shipment  of  drugs  never  leaves  the 
docks  but  is  reshipped  back  to  the 
United  States,  where  it  is  resold  at  a 
profit. 

Nonprofit  hospitals  and  charitable 
organizations  often  buy  pharmaceuti- 
cals from  the  manufacturer  at  a  dis- 
count. If  excess  supplies  are  pur- 
chased, the  excess  may  be  resold  and 
then  resold  again  to  be  purchased  un- 
wittingly at  an  attractive  price  by  a 
reputable  retailer,  who  then  passes  on 
the  savings  to  his  customers.  Sales- 
men's samples  may  be  sold  rather 
than  given  to  physicians,  or  in  some 
cases,  a  physician  may  sell  samples  he 
or  she  receives.  Sometimes,  shipments 
of  drugs  are  simply  stolen  and  then 
resold.  Under  existing  law,  it  is  practi- 
cally impossible  to  trace  the  source  of 
drugs  not  purchased  directly  from  a 
manufacturer. 

If  counterfeits  could  be  kept  off  the 
market,  and  if  diverted  drugs  were 
always  properly  stored,  labeled  and 
shipped,  the  consumer  might  benefit 
from  resales  of  diverted  drugs  at  lower 
prices.  Unfortunately,  that  is  not  the 
case.  Our  bill,  which  is  identical  to  a 
House  measure  now  awaiting  markup 
in  the  House  Committee  on  Energy 
and  Commerce,  would  close  some  of 
the  loopholes  in  existing  law  and  make 
it  more  difficult  for  diverted  drugs  to 
enter  the  normal  distribution  chain. 
This  legislation  would  do  the  follow- 
ing: 

First,  prohibit  the  reimportation  of 
American  drugs  sold  abroad,  except  in 
a  bona  fide  emergency; 

Second,  prohibit  the  selling  or  trad- 
ing of  drug  samples,  and  the  resale  of 
drugs  purchased  by  health  care  insti- 
tutions and  charities;  and 

Third,  require  wholesalers  to  dis- 
close the  sources  of  drugs  they  pur- 
chase. 

Mr.  President,  time  is  growing  very 
short  in  this  session  of  Congress,  but  I 
hope  that  the  introduction  of  the 
"Prescription  Drug  Marketing  Act" 
will  help  focus  attention  on  what  can 
only  be  described  as  an  approaching 
scandal.  I  hope  that  the  bill  will  re- 
ceive favorable  consideration,  if  not 
this  year,  then  in  the  new  Congress. 

Mr.  President,  I  ask  unanimous  con- 
sent that  the  full  text  of  the  bill  be 
printed  in  the  Record. 


There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2875 


SEC.  4.  SALES  RESTRICTIONS. 

Section  503  (21  U.S.C.  353)  is  amended  by 
adding  at  the  end  the  following: 

"(c)(1)  No  person  may  willfully  sell  or 

trade  or  offer  to  sell  or  trade  any  sample  of 

Be  it  enacted  by  the  Senate  and  House  of    a  drug  subject  to  subsection  (b).  For  pur- 


Representatives    of   the    United   States    of 
America  in  Congress  assembled, 

SECTION  I.  SHORT  TITLE  AND  REFERENCE. 

(a)  Short  Title.— This  Act  may  be  cited 
as  the  "Prescription  Drug  Marketing  Act  of 
1986". 

(b)  Reference.— Whenever  in  this  Act  an 
amendment  or  repeal  is  expressed  in  terms 
of  an  amendment  to,  or  repeal  of,  a  section 
or  other  provision,  the  reference  shall  be 
considered  to  be  made  to  a  section  or  other 
provision  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act. 

SEC.  2.  FINDINCJS. 

The  Congress  finds  that: 

(1)  American  consumers  cannot  purchase 
prescription  drugs  with  the  certainty  that 
the  products  are  safe  and  effective. 

(2)  The  integrity  of  the  distribution 
system  for  prescription  drugs  is  insufficient 
to  prevent  the  introduction  and  eventual 
retail  sale  of  substandard,  ineffective,  or 
even  counterfeit  drugs. 

(3)  The  existence  and  operation  of  a 
wholesale  submarket,  commonly  known  as 
the  "diversion  market",  prevents  effective 
control  over  or  even  routine  knowledge  of 
the  true  sources  of  merchandise  in  a  signifi- 
cant number  of  cases. 

(4)  Increasing  amounts  of  drugs  are  being 
reimported  to  the  United  States  as  Ameri- 
can goods  returned.  These  imports  are  a 
health  and  safety  risk  to  American  consum- 
ers because  they  may  have  become  subpo- 
tent  or  adulterated  during  foreign  hauidling 
and  shipping. 

(5)  The  ready  market  for  prescription 
drug  imports  has  been  the  catalyst  for  a 
continuing  series  of  frauds  against  Ameri- 
cain  manufacturers  and  has  provided  the 
cover  for  the  importation  of  foreign  coun- 
terfeit drugs. 

(6)  The  existing  system  of  providing  sam- 
ples of  drugs  to  physicians  through  manu- 
facturer's sales  representatives  has  been 
abused  for  decades  and  has  resulted  in  the 
sale  to  consumers  of  misbranded,  expired, 
and  adulterated  pharmaceuticals. 

(7)  The  bulk  resale  of  below  wholesale 
priced  prescription  drugs  by  health  care  in- 
stitutions, for  ultimate  sale  at  retail,  helpw 
fuel  the  diversion  market  and  is  an  unfair 
form  of  competition  to  wholesalers  and  re- 
tailers that  must  pay  otherwise  prevailing 
market  prices. 

(8)  The  effect  of  these  several  practices 
and  conditions  is  to  create  an  unacceptable 
risk  that  counterfeit,  adulterated,  misbrand- 
ed. subpotent,  or  expired  drugs  will  be  sold 
to  American  consumers. 

SEC.  .•).  REI.MPORTATION. 

Section  801  (21  U.S.C.  381)  is  amended  by 
redesignating  subsection  (d)  as  subsection 
(e)  and  on  inserting  after  subsection  (c)  the 
following: 

"(d)(1)  Except  as  provided  in  paragraph 
(2),  no  drug  subject  to  section  503(b)  which 
is  manufacturecl  in  a  State  and  exported 
may  be  imported  into  the  United  States 
unless  the  drug  is  imported  by  the  person 
who  manufactured  the  drug. 

"(2)  The  Secretary  may  authorize  the  im- 
portation of  a  drug  the  importation  of 
which  is  prohibited  by  paragraph  (1)  if  the 
drug  is  required  for  emergency  medical 
care.". 


poses  of  this  paragraph  and  subsection  (d). 
the  term  sample'  means  a  drug  which  is  not 
intended  to  be  sold  and  is  intended  to  pro- 
mote the  sale  of  the  drug. 

"(2)  No  person  may— 

"(A)  sell,  purchase,  or  trade,  or 

"(B)  offer  to  sell,  purchase,  or  trade, 
in  bulk  any  drug  subject  to  subsection  (b) 
which  is  purchased  by  a  public  or  private 
hospital  or  other  health  care  facility  or  any 
other  establishment  exempt  from  registra- 
tion as  a  pharmacy  licensed  under  State  law 
for  the  use  of  the  hospital,  facility,  or  esub- 
lishment.  except  that  a  hospital  or  other 
health  care  facility  which  is  a  member  of  a 
sroup  purchasing  organization  may  pur- 
chase or  otherwise  secure  such  a  drug  for  its 
own  use  from  other  hospitals  or  facilities 
which  are  members  of  such  organization. 

"(3)  No  person  may  willfully  sell  or  trade 
or  offer  to  sell  or  trade  any  drug  which  is 
subject  to  subsection  (b)  and  which  was  do- 
nated or  supplied  at  a  reduced  price  to  a 
charitable  organization  described  in  section 
501(c)(3)  of  the  Internal  Revenue  Code  or 
1954,  except  that  such  an  organization  may 
sell  or  trade  any  such  drug  to  an  affiliate  of 
the  organization.". 

SEC.  5.  DISTRIBITION  OF  SAMPLES. 

Section  503  (as  amended  by  section  4  of 
this  Act)  is  amended  by  adding  at  the  end 
the  following: 

"(d)(1)  Except  as  provided  in  paragraph 
(2),  no  sales  representatives,  employee,  or 
agent  of  a  drug  manufacturer  may  distrib- 
ute any  sample  of  a  drug  subject  to  subsec- 
tion (b)  which  is  manufactured  by  such 
manufacturer.  This  subsection  does  not  pro- 
hibit the  distribution  of  a  drug  in  connec- 
tion with  its  investigational  use  under  regu- 
lations promulgated  under  section  505(i). 

"(2)  The  manufacturer  of  a  drug  subject 
to  subsection  (b)  may.  in  accordance  with 
this  paragraph,  distribute  samples  of  such 
drug  to  practitioners  licensed  to  prescribe 
such  drugs.  Such  distribution  of  samples 
shall  be  made  by  mail  or  common  carrier 
and  shall  be  made  in  resfwnse  to  a  written 
request  for  samples  made  on  a  form  ap- 
proved by  the  Secretary.  Practitioners  re- 
ceiving samples  distributed  under  this  para- 
graph shall  provide  the  manufacturer 
making  the  distribution  a  receipt  for  the 
samples  received.  Each  drug  manufacturer 
which  makes  distributions  under  this  para- 
graph shall  maintain  the  receipts  received 
for  samples  distributed  and  maintain  a 
record  of  distributions  which  identifies  the 
drugs  distributed  and  the  practitioners  re- 
ceiving the  drug.  Receipts  and  records  re- 
quired to  be  maintained  by  a  drug  manufac- 
turer shall  be  made  available  to  Federal  and 
State  officials  engaged  in  the  regulation  of 
drugs  and  in  the  enforcement  of  laws  appli- 
cable to  drugs. 

SEC.  «.  WHOLESALE  DISTRIBCTORS. 

Section  503  (as  amended  by  section  5  of 
this  Act)  is  amended  by  adding  at  the  end 
the  following: 

"(e)(1)  Each  person  who  is  engaged  in  the 
wholesale  distribution  of  drugs  subject  to 
subsection  (b)  shall  provide  to  each  purchas- 
er of  such  drugs  a  statement  identifying— 

"(A)  the  manufacturer  of  the  drug,  and 

"(B)  each  sale  of  the  drug  (including  the 
date  of  the  sale)  before  the  sale  to  such  pur- 
chaser. 
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"(3)(A)  No  person  may  sell  at  wholesale 
and  in  interstate  commerce  drugs  subject  to 
subsection  (b)  in  a  State  which  does  not  re- 
quire such  person  to  be  licensed  in  accord- 
ance with  standards  prescribed  under  sub- 
paragraph (B). 

"(B)  The  Secretary  shall  issue  regulations 
establishing  minimum  standards,  terms,  and 
conditions  for  the  licensing  of  persons  to 
make  sales  at  wholesale  and  in  interstate 
commerce  of  drugs  subject  to  subsection  (b). 
Such  standards  shall  prescribe  requirements 
for  the  storage  and  handling  of  such  drugs 
and  for  the  establishment  and  maintenance 
of  records  of  the  sales  of  such  drugs.". 

SEC.  7.  PENALTIES. 

(a)  Prohibited  Acts.— Section  301  (21 
U.S.C.  331)  is  amended  by  adding  at  the  end 
the  following: 

"(t)  The  importation  of  a  drug  in  violation 
of  section  801(d)(1).  the  sale,  purchase,  or 
trade  of  a  drug  in  violation  of  section  503(c). 
the  distribution  of  a  drug  sample  in  viola- 
tion of  section  503(d).  and  the  failure  to 
comply  with  the  requirements  of  section 
503(e).". 

(b)  Pehalties.— Section  303  (21  U.S.C.  333) 
is  amended— 

(1)  by  inserting  "(ly  after  "(a)", 

(2)  by  redesignating  subsection  (b)  as 
paragraph  (2)  and  by  striking  out  "subsec- 
tion (a)  of  this  section"  in  such  subsection 
and  inserting  in  lieu  thereof  "paragraph 
(1)".  and 

"(3)  by  inserting  after  subsection  (a)  the 
following: 

■(b)  Notwithstanding  subsection  (a),  any 
person  who  violates  section  301(t)  because 
of  an  importation  of  a  drug  in  violation  of 
section  801(d)(1)  or  because  of  a  sale,  pur- 
chase, or  trade  of  a  drug  in  violation  of  sec- 
tion 503(c)  shall  be  imprisoned  for  10  years 
and  fined  not  more  than  $100,000". 

SEC.  8.  effective  DATF-. 

(a)  Gemeral  Rule.— Except  as  provided  in 
subsection  (b).  this  Act  and  the  amend- 
ments made  by  this  Act  shall  take  effect 
upon  the  expiration  of  90  days  after  the 
date  of  the  enactment  of  this  Act. 

(b)  Wholesale  Licenses.— The  Secretary 
of  Health  and  Human  Services  shall  pro- 
mulgate the  regulations  required  by  section 
503(e)(2KB)  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act  (as  added  by  section  5  of  this 
Act)  not  later  than  180  days  after  the  date 
of  the  enactment  of  this  Act.  Section 
503(e)(2)(A)  of  such  Act  shall  take  effect 
upon  the  expiration  of  2  years  after  the 
date  such  regulations  are  promulgated  and 
take  effect. 

Mr.  GLENN.  Mr.  President,  I  rise 
today  to  join  Senators  Matsunaga, 
BtniDicK.  Johnston,  Gore,  Heflin, 
Inouye,  Wilson,  Broyhill,  and  Mc- 
CoNNELL  to  introduce  the  Prescription 
Drug  Marketing  Act  of  1986.  In  intro- 
ducing this  legislation,  we  are  attempt- 
ing to  address  the  problems  surround- 
ing the  widespread  practice  of  divert- 
ing prescription  drugs,  which  is  em- 
ployed by  an  unacceptable  number  of 
pharmacists,  drug  store  owners,  whole- 
salers, and  salespersons. 

Currently,  pharmaceutical  manufac- 
turers are  permitted  to  donate  or  sell 
at  reduced  prices  prescription  drugs  to 
charitable  organizations,  nonprofit 
hospitals,  physicians,  and  foreign 
countries.  However,  once  given  or  sold, 
the  recipients  of  these  drugs  may  not 
resell  them  for  profit.  Unfortunately. 


congressional  hearings  have  revealed 
that  for  many  of  these  recipients  the 
financial  temptation  has  been  too 
great,  and  the  risk  too  small,  to  resist 
reselling  these  drugs.  "Drug  diversion" 
is  the  term  used  to  describe  this  prac- 
tice. 

A  direct  consequence  of  drug  diver- 
sion is  that,  while  the  integrity  of 
many  of  these  drugs  may  be  main- 
tained, some  of  these  pharmaceuticals 
are  exposed  to  unacceptable  shipping 
and  handling  procedures  which  render 
the  drugs  impotent  and/or  potentially 
dangerous.  Precjuently  the  drugs  are 
resold  and  reshipped  so  many  times 
that  they  have  surpassed  the  expira- 
tion date  provided  by  the  manufactur- 
er by  the  time  patients  use  them.  Un- 
fortunately, a  number  of  retail  drug 
outlets  have  given  in  to  the  competi- 
tive pressures  brought  on  by  drug  di- 
version and  stock  diverted  drugs  on 
their  store  shelves. 

As  the  senior  Democratic  member  of 
the  Senate  Special  Committee  on 
Aging.  I  am  particularly  concerned 
about  the  problem  of  drug  diversion  as 
it  relates  to  our  elderly  population.  In- 
dividuals over  the  age  of  65  represent 
12  percent  of  our  population,  yet  they 
consume  about  30  percent  of  all  pre- 
scription drugs.  Because  many  older 
Americans  are  taking  multiple  medica- 
tions, it  is  often  difficult  to  tell  wheth- 
er one  specific  medication  is  having  its 
intended  effect.  Due  to  this  situation, 
the  elderly  must  place  a  particularly 
strong  trust  in  their  pharmacists  and 
the  drug  manufacturers  to  ensure  that 
they  receive  the  high-quality  drugs 
prescribed  by  their  physicians.  In 
some  cases,  the  frail  elderly  or  their 
caregivers  themselves  fall  victim  to 
ageist  stereotypes  and  place  the  entire 
blame  for  their  deteriorating  or  stag- 
nant conditions  on  the  fact  that  they 
are  old.  Many  of  these  people  do  not 
even  consider  the  possibility  that  their 
medications  might  be  at  fault. 

The  Food  and  Drug  Administration 
[FDA],  in  its  opposition  to  the  bill  we 
are  introducing  today,  has  accurately 
stated  that  we  do  not  have  an  abun- 
dance of  hard  data  that  linlis  public 
health  problems  to  drug  diversion.  On 
a  national  level,  we  certainly  do  need 
more  definitive  information.  However, 
in  my  home  State  of  Ohio,  we  now 
know  that  a  number  of  quality  control 
and  health  problems  do  exist.  While  I 
would  hope  that  our  Ohio  State  Board 
of  Pharmacy— one  of  the  most  active 
and  productive  State  oversight  agen- 
cies investigating  the  drug  diversion 
problem  in  the  Nation— has  l(x;ated. 
charged  and  punished  every  individual 
who  has  participated  in  the  drug  di- 
version scam,  the  magnitude  of  the 
problem  precludes  that  as  a  realistic 
possibility. 

The  House  Energy  and  Commerce 
Subcommittee  on  Investigations  con- 
ducted a  2-year  investigation  which  ex- 
amined the  problems  associated  with 


the  large  underground  drug  diversion 
market.  At  one  of  the  subcommittee's 
hearings,  the  executive  director  of  the 
Ohio  State  Pharmacy  Board,  Mr. 
Franklin  Z.  Wickham,  testified  that 
during  the  last  year  the  Ohio  Board  of 
Pharmacy  has  charged  104  pharma- 
cists, drugstores,  and  wholesalers  with 
buying  and  selling  illegally-diverted 
drugs.  The  diversion  practices  of  one 
Southwestern  Ohio  wholesaler  were  so 
blatant  that  the  board  fined  him  $2 
million  and  revoked  his  license  to  sell 
pharmaceuticals.  Mr.  Wickham  recent- 
ly informed  my  office  that,  in  one 
case,  the  board  discovered  that  high 
school  students  were  being  hired  to  re- 
label diverted  drugs,  and  then  substi- 
tuted diabetic  medicine  for  heart  med- 
icine. The  unfortimate  recipient  of 
this  medicine  was  a  heart  patient  who 
suffered  initially  unexplainable  reac- 
tions to  this  incorrectly  marked  drug. 

In  addition  to  the  Ohio-specific 
problems,  during  a  recent  6-month 
period,  the  House  investigation  found 
that  more  than  $10  million  worth  of 
U.S.  pharmaceuticals,  some  illegally 
exported  and  potentially  dangerous, 
made  their  way  around  the  world  amd 
back  into  the  United  States.  One  com- 
pany alone  in  California  obtained 
drugs,  worth  approximately.  $2.5  mil- 
lion from  40  hospitals  and  then  resold 
them  in  the  drug  diversion  market. 
Needless  to  say.  both  the  hospitals  and 
the  company  were  the  benefactors  of 
substantial  and  illegal  profits. 

As  a  result  of  the  subcommittee  in- 
vestigation. Congressman  Dingell  in- 
troduced legislation  in  the  House  of 
Representatives  that  is  identical  to  the 
bill  we  are  introducing  today  in  the 
Senate.  Our  bills  would,  among  other 
things,  first,  prohibit  the  reimporta- 
tion of  American  drugs  sold  abroad, 
second,  prohibit  the  selling  or  trading 
of  drug  samples  and  the  resale  of 
pharmaceuticals  by  health  care  insti- 
tutions or  charities,  and  third,  require 
wholesalers  to  disclose  the  sources  of 
drugs  they  purchase. 

For  laudable  and  understandable 
reasons,  the  National  Association  of 
Retail  Druggists  [NARD]  strongly 
supports  the  Prescription  Drug  Mar- 
keting Act  of  1986.  First,  they  want 
consumers  to  be  able  to  rest  assured 
that  they  are  receiving  high  quality 
medicines  from  their  local  retail  drug- 
gist. Second,  they  want  to  stay  in  busi- 
ness; they  are  finding  that  it  is  virtual- 
ly impossible  to  compete  with  the  drug 
diversion  market. 

Other  interested  groups  include  con- 
sumers and  their  advocates,  drug  man- 
ufacturers, the  PDA,  the  Congress, 
and  State  and  local  governments.  Al- 
though some  provisions  in  this  bill  are 
troublesome  to  some  of  these  groups, 
it  is  my  hope  that  we  can  work  out  a 
package  which  is  acceptable  to  every- 
one concerned.  I  am  more  than  willing 
to  work  toward  this  goal  as  long  as  we 
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end  up  with  a  solution  which  protects 
one  of  our  most  vulnerable  ^oups  of 
citizens— the  consumers  of  prescrip- 
tion drugs. 

While  it  is  true  that  we  do  not  yet 
know  of  thousands  of  health  problems 
that  can  be  directly  linked  to  drug  di- 
version, we  do  know  that  the  potential 
for  abuse  is  as  unlimited  as  the  crea- 
tivity of  the  criminal  mind.  Until  we 
limit  this  potential,  sure  as  night  fol- 
lows day,  we  will  undoubtedly  witness 
problems  of  tragic  proportions  in  the 
future.  In  my  book,  an  ounce  of  pre- 
vention has  always  been  worth  a 
pound  of  cure. 

Mr.  President,  I  urge  all  of  my  col- 
leagues to  join  with  us  in  supporting 
this  important  legislation. 


ADDITIONAL  COSPONSORS 

S.  430 

At  the  request  of  Mr.  Heinz,  the 
name  of  the  Senator  from  New  York 
[Mr.  D'Amato]  was  withdrawn  as  a  co- 
sponsor  of  S.  430,  a  bill  to  amend  and 
clarify  the  Foreign  Corrupt  Practices 
Act  of  1977. 

S.  522 

At  the  request  of  Mr.  Hatch,  the 
name  of  the  Senator  from  Oklahoma 
[Mr.  NicKLES]  was  added  as  a  cospon- 
sor  of  S.  522,  a  bill  to  amend  the  Civil 
Rights  Act  of  1964  to  protect  the 
rights  of  the  unborn. 

S.  812 

At  the  request  of  Mr.  Heinz,  the 
name  of  the  Senator  from  North  Caro- 
lina [Mr.  Helms]  was  added  as  a  co- 
sponsor  of  S.  812,  a  bill  to  amend  the 
Export  Administration  Act  of  1979  to 
authorize  controls  on  the  export  of 
capital  from  the  United  States. 

S.  94S 

At  the  request  of  Mr.  Thurmond,  the 
names  of  the  Senator  from  Georgia 
[Mr.  NuNN]  and  the  Senator  from 
Montana  [Mr.  Melcher]  were  added 
as  cosponsors  of  S.  945,  a  bill  to  recog- 
nize the  organization  known  as  the 
National  Association  of  State  Direc- 
tors of  Veterans'  Affairs,  Inc. 

S.  1026 

At  the  request  of  Mr.  Pressler,  the 
name  of  the  Senator  from  Texas  [Mr. 
Gramm]  was  added  as  a  cosponsor  of 
S.  1026,  a  bill  to  direct  the  cooperation 
of  certain  Federal  entities  in  the  im- 
plementation of  the  Continental  Sci- 
entific Drilling  Program. 

S.  10S4 

At  the  request  of  Mr.  Heinz,  the 
name  of  the  Senator  from  Wisconsin 
[Mr.  Kasten]  was  added  as  a  cospon- 
sor of  S.  1054,  a  bill  to  amend  the  Age 
Discrimination  in  Employment  Act  of 
1967  to  remove  the  maximum  age  limi- 
tation applicable  to  employees  who  are 
protected  under  such  act,  and  for 
other  purposes. 

S.  1817 

At  the  request  of  Mr.  Trible.  the 
name  of  the  Senator  from  Wyoming 


[Mr.  Wallop]  was  added  as  a  cospon- 
sor of  S.  1817,  a  bill  to  suspend  tempo- 
rarily most-favored-nation  treatment 
to  Romania. 

S.  2030 

At  the  request  of  Mr.  Pryor,  the 
name  of  the  Senator  from  Arkansas 
[Mr.  Bumpers]  was  added  as  a  cospon- 
sor of  S.  2030,  a  bill  to  establish  an  al- 
ternative procedure  for  the  review  of 
bid  protests  under  the  Competition  in 
Contracting  Act,  and  for  other  pur- 
poses. 

S.  2181 

At  the  request  of  Mr.  D'Amato,  the 
name  of  the  Senator  from  Connecticut 
[Mr.  DoDD]  was  added  as  a  cosponsor 
of  S.  2181,  a  bill  entitled  the  "Con- 
struction Industry  Labor  Law  Amend- 
ments of  1986." 

S.  2454 

At  the  request  of  Mr.  Murkowski, 
the  names  of  the  Senator  from  Massa- 
chusetts [Mr.  Kennedy],  the  Senator 
from  Pennsylvania  [Mr.  Specter],  the 
Senator  from  North  Carolina  [Mr. 
Broyhill],  and  the  Senator  from  Col- 
orado [Mr.  Hart]  were  added  as  co- 
sponsors  of  S.  2454,  a  bill  to  repeal  sec- 
tion 1631  of  the  Department  of  De- 
fense Authorization  Act,  1985,  relating 
to  the  liability  of  Government  con- 
tractors for  injuries  or  losses  of  prop- 
erty arising  out  of  certain  atomic 
weapons  testing  programs,  and  for 
other  purposes. 

S.  2479 

At  the  request  of  Mr.  Trible,  the 
name  of  the  Senator  from  Indiana 
[Mr.  Quayle]  was  added  as  a  cospon- 
sor of  S.  2479,  a  bill  to  amend  chapter 
39  of  title  31,  United  States  Code,  to 
require  the  Federal  Government  to 
pay  interest  on  overdue  payments,  and 
for  other  purposes. 

S.  2802 

At  the  request  of  Mr.  Trible,  the 
name  of  the  Senator  from  Mississippi 
[Mr.  Cochran]  was  added  as  a  cospon- 
sor of  S.  2802,  a  bill  to  prohibit  foreign 
assistance  to  countries  which  fail  to 
take  steps  to  prevent  and  punish  the 
laundering  of  drug-related  profits  in 
their  territory,  and  for  other  purposes. 

S.  2861 

At  the  request  of  Mr.  Grassley,  the 
name  of  the  Senator  from  Hawaii  [Mr. 
Matsunaga]  was  added  as  a  cosponsor 
of  S.  2861,  a  bill  to  provide  for  re- 
search, education,  and  information  dis- 
semination concerning  Alzheimer's  dis- 
ease and  related  dementias. 

SENATE  JOINT  RESOLUTION  339 

At  the  request  of  Mr.  Hatch,  the 
name  of  the  Senator  from  Maryland 
[Mr.  Sarbanes]  was  added  as  a  cospon- 
sor of  Senate  Joint  Resolution  339,  a 
joint  resolution  to  designate  the  week 
of  November  30,  1986,  through  Decem- 
ber 6,  1986,  as  "National  Home  Care 
Week." 


SENATE  JOINT  RESOLUTION  348 

At  the  request  of  Mr.  Glenn,  the 
name  of  the  Senator  from  Michigan 
[Mr.  Levin]  was  added  as  a  cosponsor 
of  Senate  Joint  Resolution  348,  a  joint 
resolution  to  designate  the  week  be- 
ginning November  24,  1986,  as  "Na- 
tional Family  Caregivers  Week." 

SENATE  JOINT  RESOLUTION  388 

At  the  request  of  Mr.  Levin,  the 
names  of  the  Senator  from  Indiana 
[Mr.  LuGAR],  the  Senator  from  Arkan- 
sas [Mr.  Pryor],  the  Senator  from 
Wisconsin  [Mr.  Kasten],  the  Senator 
from  Ohio  [Mr.  Glenn],  the  Senator 
from  Michigan  [Mr.  Riegle],  the  Sen- 
ator from  South  Carolina  [Mr.  Rol- 
lings], the  Senator  from  Illinois  [Mr. 
Dixon],  the  Senator  from  Nebraska 
[Mr.  ExoN],  the  Senator  from  Arkan- 
sas [Mr.  Bumpers],  the  Senator  from 
Connecticut  [Mr.  Dodd],  the  Senator 
from  West  Virginia  [Mr.  Rockefel- 
ler], the  Senator  from  Massachusetts 
[Mr.  Kerry],  the  Senator  from  Louisi- 
ana [Mr.  Johnston],  the  Senator  from 
Illinois  [Mr.  Simon],  the  Senator  from 
New  Jersey  [Mr.  Lautenberg],  the 
Senator  from  New  York  [Mr.  Moyni- 
han],  the  Senator  from  Miimesota 
[Mr.  Boschwitz],  and  the  Senator 
from  Minnesota  [Mr.  Durenberger] 
were  added  as  cosponsors  of  Senate 
Joint  Resolution  388,  a  joint  resolu- 
tion designating  the  week  beginning 
January  4,  1987,  as  "National  Bowling 
Week." 

SENATE  JOINT  RESOLUTION  396 

At  the  request  of  Mr.  Hatch,  the 
names  of  the  Senator  from  Alabama 
[Mr.  Heflin],  and  the  Senator  from 
Mississippi  [Mr.  Cochran]  were  added 
as  cosponsors  of  Senate  Joint  Resolu- 
tion 396,  a  joint  resolution  to  desig- 
nate the  week  of  October  26,  1986, 
through  November  1,  1986,  as  "Nation- 
al Adult  Immunization  Awareness 
Week." 

SENATE  JOINT  RESOLUTION  401 

At  the  request  of  Mr.  Gore,  the 
name  of  the  Senator  from  Mississippi 
[Mr.  Cochran]  was  added  as  a  cospon- 
sor of  Senate  Joint  Resolution  401,  a 
joint  resolution  to  designate  the  week 
of  October  12,  1986,  through  October 
18,  1986,  as  "National  Job  Skills 
Week.' 

SENATE  JOINT  RESOLUTION  403 

At  the  request  of  Mr.  Roth,  the 
names  of  the  Senator  from  Illinois 
[Mr.  Simon],  the  Senator  from  South 
Dakota  [Mr.  Abdnor],  and  the  Senator 
from  South  Dakota  [Mr.  F*ressler] 
were  added  as  cosponsors  of  Senate 
Joint  Resolution  403,  a  joint  resolu- 
tion to  designate  1988  as  the  "National 
Year  of  Friendship  with  Finland." 

SENATE  JOINT  RESOLUTION  404 

At  the  request  of  Mr.  D'Amato,  his 
name  was  added  as  a. cosponsor  of 
Senate  Joint  Resolution  404,  a  joint 
resolution  to  designate  October  1986 
as  "Polish  American  Heritage  Month." 
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SEItATI  COHCURRENT  RESOLUTION  MS 

At  the  request  of  Mr.  Stevens,  the 
name  of  the  Senator  from  Utah  [Mr. 
Hatch]  was  added  as  a  cosponsor  of 
Senate  Concurrent  Resolution  145,  a 
concurrent  resolution  to  encourage 
State  and  local  governments  and  local 
educational  agencies  to  require  quality 
daily  physical  education  progrsuns  for 
all  children  from  kindergarten 
through  grade  12. 

Snt ATE  COHCURRENT  RESOLUTION  155 

At  the  request  of  Mr.  Simon,  the 
name  of  the  Senator  from  Minnesota 
[Mr.  DuRENBERGES]  was  added  as  a  co- 
sponsor  of  Senate  Concurrent  Resolu- 
tion 155,  a  concurrent  resolution  ex- 
pressing the  support  of  the  Congress 
for  a  transition  to  democracy  in  Para- 
guay. 

SENATE  CONCURRENT  RESOLUTION  163 

At  the  request  of  Mr.  DeConcini. 
the  name  of  the  Senator  from  Iowa 
[Mr.  Grassley]  was  added  as  a  cospon- 
sor of  Senate  Concurrent  Resolution 
163,  a  concurrent  resolution  express- 
ing the  sense  of  the  Congress  that  the 
total  nimiber  of  Soviet  diplomatic 
agents  and  consular  officers  in  Wash- 
ington, DC,  and  San  Francisco  should 
be  reduced  to  equal  the  total  number 
of  American  diplomatic  agents  and 
consular  officers  in  Moscow  and  Lenin- 
grad. 

SENATE  RESOLUTION  464 

At  the  request  of  Mr.  Roth,  the 
name  of  the  Senator  from  Rhode 
Island  [Mr.  Chafee]  was  added  as  a  co- 
sponsor  of  Senate  Resolution  464,  a 
resolution  to  designate  October  1986 
as  "Crack/Cocaine  Awareness  Month." 

SENATE  RESOLUTION  492 

At  the  request  of  Mr.  Pressler.  the 
name  of  the  Senator  from  Oklahoma 
[Mr.  Boren]  was  added  as  a  cosponsor 
of  Senate  Resolution  492,  a  resolution 
to  express  the  sense  of  the  Senate  that 
the  Motion  Picture  Association  of 
America  incorporate  a  subcategory  in 
the  voluntary  movie  rating  system  to 
identify  clearly  films  which  depict 
drug  use  in  a  benign  or  favorable  light, 
and  give  a  "D"  rating  to  movies  that  so 
depict  drug  use  so  that  parents  can 
make  an  informed  choice  about  the 
movies  their  children  attend. 

AMENDMENT  NO.  2405 

At  the  request  of  Mr.  Riegle,  the 
name  of  the  Senator  from  Maryland 
[Mr.  Sarbanes]  was  added  as  a  cospon- 
sor of  amendment  No.  2405  intended 
to  be  proposed  to  S.  2638,  a  bill  to  au- 
thorize appropriations  for  military 
functions  of  the  Department  of  De- 
fense and  to  prescribe  military  person- 
nel levels  for  such  Department  for 
fiscal  year  1987,  to  revise  and  improve 
military  compensation  programs,  to 
improve  defense  procurement  proce- 
dures, to  authorize  certain  construc- 
tion at  military  installations  for  fiscal 
year  1987,  to  authorize  appropriations 
for  national  security  programs  of  the 


Department  of  Energy  for  fiscal  year 
1987,  and  for  other  purposes. 

AMENDMENT  NO.  2866 

At  the  request  of  Mr.  Pressler,  the 
name  of  the  Senator  from  Oklahoma 
[Mr.  BoREN]  was  added  as  a  cosponsor 
of  amendment  No.  2866. 


SENATE  CONCURRENT  RESOLU- 
TION 164-RELATING  to 
SOVIET  INTERFERENCE  WITH 
POSTAL  COMMUNICATIONS  BE- 
TWEEN THE  UNITED  STATES 
AND  THE  SOVIET  UNION 

Mr.  D'AMATO  (for  himself  and  Mr. 
Bradley)  submitted  the  following  con- 
current resolution;  which  was  referred 
to  the  Committee  on  Foreign  Rela- 
tions: 

S.  Con.  Res.  164 

Whereas  normal  postal  relations  between 
the  residents  of  the  United  States  and  the 
Soviet  Union  serve  an  important  and  useful 
purpose  toward  mutual  understanding  be- 
tween both  nations,  thereby  furthering  the 
cause  of  peace  in  the  world; 

Whereas  the  integrity  of  the  mail  service 
between  the  United  States  and  the  Soviet 
Union  is  being  called  into  question  by  mail- 
ers in  tht  United  States  who  assert  that 
postal  items  are  systematically  not  being  de- 
livered to  various  addresses  and  addressees 
in  the  Soviet  Union: 

Whereas  the  nondelivery  of  mail  which  is 
deliverable  as  addressed  and  which  does  not 
contain  prohibited  articles  is  a  violation  by 
the  Soviet  Union  of  internationally  recog- 
nized human  rights  guaranteed  to  all  per- 
sons by  Article  12  of  the  Universal  Declara- 
tion of  Human  Rights,  and  is  also  a  viola- 
tion by  the  Soviet  Union  of  the  provisions  of 
the  Helsinki  Pinal  Act  calling  for  the  freer 
flow  of  information  between  signatory 
states; 

Whereas  such  nondelivery  also  violates 
the  Acts  of  the  Universal  Postal  Union; 

Whereas  the  Congress  of  the  United 
States  has  on  several  occasions  addressed 
this  issue  and  has  collected  voluminous  evi- 
dence of  Soviet  postal  malfeasance,  and 
Members  of  Congress  continue  to  receive 
comi^laints  of  such  malfeasance  to  the 
present  time; 

Whereas  none  of  the  letters  sent  in  a  spe- 
cial mailing  to  Dr.  Andrei  Sakharov  by  our 
colleagues  Senators  Boren.  Bradley,  Cohen. 
D'Amato,  and  Denton,  and  Representatives 
Biaggi.  Courter.  Frank,  Oilman  Lagomar- 
sino.  and  Lowery  were  delivered  by  Soviet 
postal  employees: 

Whereas  postal  service  serves  as  a  lifetime 
for  individuals  living  within  Soviet  Bloc  na- 
tions; and 

Whereas  the  Universal  Postal  Union  Con- 
gress in  Hamburg,  Germany,  adopted  5  reso- 
lutions in  July  1984  in  response  to  Soviet 
postal  malfeasance:  Now.  therefore,  be  it 

Resolved  by  the  Senate  (the  House  of  Rep- 
resentatives concurring).  That  it  is  the 
sense  of  the  Congress— 

( 1 )  that  the  President— 

(A)  through  the  Secretary  of  State, 
should  express  to  the  Government  of  the 
Soviet  Union  the  disapproval  of  the  Ameri- 
can people  regarding  innumerable  instances 
of  Soviet  violations  of  the  above-mentioned 
international  agreements; 

(B)  should  raise  the  issue  of  Soviet  non- 
compliance with  the  above-mentioned  agree- 


ments at  the  upcoming  summit  meeting: 
and 

(C)  should,  through  the  Secretary  of 
State,  raise  the  issue  of  Soviet  violation  of 
the  Helsinki  Pinal  Act  at  the  follow-up 
meeting  of  the  Conference  on  Security  and 
Cooperation  in  Europe  scheduled  to  con- 
vene in  Vienna  in  November  1986;  and 

(2)  that  the  United  States  Postal  Service— 

(A)  should  increase  its  efforts  in  combat- 
ting Soviet  postal  malfeasance:  and 

(B)  should  undertake  a  full  investigation 
with  regard  to  the  undelivered  letters  sent 
to  Dr.  Andrei  Sakharov  by  11  Members  of 
Congress,  and  inform  the  Congress,  as  well 
as  the  Universal  Postal  Union,  of  its  find- 
ings. 

•  Mr.  D'AMATO.  Mr.  President,  I  am 
pleased  to  submit  today  a  concurrent 
resolution  dealing  with  a  situation 
that  concerns  not  only  a  great  number 
of  this  Senator's  constituents  from 
New  York,  but  also  many  citizens 
across  our  Nation.  I  am  referring  to 
the  continuing  practice  of  the  authori- 
ties of  the  Soviet  Union  of  interfering 
with  mail  delivery  between  its  citizens 
and  persons  living  outside  the  Soviet 
Union,  particularly  our  citizens  here  in 
the  United  States. 

The  uninterrupted  flow  of  written 
correspondence  is  a  vital  component  of 
normal  relations  and  understanding 
between  nations,  as  well  as  of  the  emo- 
tional link  between  individuals.  As  we 
know,  millions  of  people  move  across 
borders  every  year,  either  permanent- 
ly or  temporarily.  They  leave  behind 
them  friends,  relatives,  and  loved  ones 
with  whom  they  naturally  wish  to  cor- 
respond. In  addition,  there  are  many 
people  who  wish  to  receive  informa- 
tion from  outside  their  national  bor- 
ders to  acquaint  themselves,  if  only 
through  reading,  with  other  peoples 
and  cultures. 

The  right  of  individuals  to  communi- 
cate freely  has  long  been  recognized. 
As  early  as  1874,  the  Universal  Postal 
Union  was  founded  in  Bern,  Switzer- 
land, to  establish  standards  for  inter- 
national mail  service.  The  UPU  has 
since  become  a  specialized  agency  with 
the  United  Nations.  Article  12  of  the 
United  Nations  Declaration  on  Human 
Rights  established  the  principle  of 
freedom  of  correspondence,  stating: 

No  one  shall  be  subjected  to  arbitrary  in- 
terference with  his  privacy,  family,  home,  or 
correspondence.  .  .  .  Everyone  has  the  right 
to  the  protection  of  the  law  against  such  in- 
terference. 

I  would  add  that  the  right  to  free- 
dom of  communication  is  so  obvious 
that,  following  the  adoption  of  the 
Helsinki  accords  in  1975,  the  Guardian 
of  London  wrote: 

The  right  of  private  citizens  to  receive  let- 
ters through  the  post  may  have  been  too  el- 
ementary for  inclusion  in  the  famous  Hel- 
sinki Pinal  Act.  However,  the  denial  of  this 
right  is  inconsistent  with  the  general  princi- 
ples of  free  contact  and  certainly  with  the 
spirit  of  the  Pinal  Act. 

And  yet.  the  Soviet  Government,  a 
member  of  the  United  Nations  and  a 
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signatory  state  of  the  Helsinki  accords, 
blatantly  continues  to  interfere  with 
normal  postal  communications  be- 
tween the  Soviet  Union  and  the 
United  States.  Extensive  investigation 
by  the  Committee  on  Post  Office  and 
Civil  Service  in  the  United  States 
House  of  Representatives  has  revealed 
instances  of  massive  interference  with 
mail  entering  and  leaving  the  Soviet 
Union.  As  a  result  of  hearings  held  be- 
tween 1979  and  1984.  the  committee 
has  accumulated  over  2,500  pieces  of 
evidence  of  Soviet  postal  malfeasance. 

If  I  may  must  mention  just  one 
single,  but  enormously  instructive,  ex- 
ample: In  1979,  an  Estonian  man  in 
the  United  States  received  a  signed  de- 
livery receipt  for  a  letter  that  he  wrote 
to  his  son  in  prison  in  Soviet-occupied 
Estonia.  Only  later  did  he  learn  that 
his  son  had  died  and  was  buried  back 
in  1976.  According  to  former  KGB 
agent  Stanislav  Leuchenko,  the  KGB 
is  in  charge  of  monitoring  and  stop- 
ping mail  that  the  authorities  do  not 
want  to  reach  their  destination.  He 
also  has  stated  that  when  the  work- 
load of  unmonitored  mail  gets  too 
great  for  the  KGB  manpower,  the 
sacks  of  unopened  mail  are  just 
thrown  away.  The  authorities  are  par- 
ticularly diligent  about  stopping  invi- 
tations from  Israel  to  Soviet  Jews  who 
wish  to  emigrate  from  reaching  their 
destination. 

Mr.  President,  the  recitation  of 
Soviet  postal  violations— nondelivery 
of  mail,  forged  delivery  receipts,  ille- 
gally returned  letters  and  parcels,  et 
cetera— would  take  more  time  than 
this  body  has  at  its  disposal.  As  I  have 
stated,  it  is  all  on  record,  documented 
in  reports  of  the  House  Postal  and 
Civil  Service  Committee.  In  addition,  I 
should  mention  that  a  number  of 
Members  of  Congress,  including  this 
Senator  and  the  cosponsor  of  this  res- 
olution, the  distinguished  Senator 
from  New  Jersey,  sent  registered  let- 
ters to  Dr.  Andrei  Sakharov  last  year. 
None  of  the  letters  reached  their  desti- 
nation, as  was  confirmed  by  Dr.  Sak- 
harov's  wife  Elena  Bonner,  when  she 
was  in  the  United  States  this  spring. 

The  concurrent  resolution  that  I  am 
submitting  today  calls  upon  the  Presi- 
dent to  express,  through  the  Secretary 
of  State,  the  disapproval  of  the  Ameri- 
can people  over  Soviet  postal  interfer- 
ence and  to  raise  this  issue  at  the 
Geneva  Summit  Conference  and  the 
Vienna  followup  meeting  of  the  Hel- 
sinki accords.  In  addition,  it  calls  upon 
the  United  States  Postal  Service  to  in- 
crease its  efforts  in  combating  Soviet 
postal  malfeasance  and.  specifically,  to 
investigate  the  circumstances  of  the 
nondelivery  of  mail  to  Dr.  Sakharov 
and  to  report  its  findings  to  the  Con- 
gress and  the  UPU. 

Mr.  President,  the  Soviet  Union 
claims  that  it  wishes  to  increase  con- 
tacts between  the  peoples  of  our  two 
nations.    Soviet    officials    take    great 


pains  to  point  out  what  they  claim  is  a 
huge  information  gap  between  our 
citizens  and  reality  in  the  Soviet 
Union.  This  concurrent  resolution 
should  provide  an  impetus  for  resolv- 
ing this  problem,  by  increasing  the 
flow  of  information  between  our  citi- 
zens. I  urge  my  colleagues  to  support 
this,  concurrent  resolution.* 


SENATE  RESOLUTION  493-AU- 
THORIZING  PRODUCTION  OP 
DOCUMENTS  BY  THE  PERMA- 
NENT SUBCOMMITTEE  ON  IN- 
VESTIGATIONS 

Mr.  STAFFORD  (for  Mr.  Dole,  for 
himself  and  Mr.  Byrd)  submitted  the 
following  resolution;  which  was  con- 
sidered and  agreed  to: 

S.  Res.  493 

Whereas,  the  Permanent  Subcommittee 
on  Investigations  of  the  Committee  on  Gov- 
ernmental Affairs  possesses  documents  re- 
lating to  the  financial  activities  of  the  sub- 
committee; 

Whereas,  the  United  States  Attorney  for 
the  District  of  Columbia  has  requested 
access  to  certain  of  those  records  to  assist 
him  in  fulfilling  his  own  investigatory  re- 
sponsibilities: 

Whereas,  by  the  privileges  of  the  Senate 
of  the  United  States  and  Rule  XI  of  the 
Standing  Rules  of  the  Senate,  no  evidence 
under  the  control  or  in  the  possession  of  the 
Senate  can.  by  the  administrative  or  judicial 
process,  be  taken  from  such  control  or  pos- 
session but  by  permission  of  the  Senate: 

Whereas,  when  it  appears  that  documents, 
papers,  and  records  under  the  control  or  in 
the  possession  of  the  Senate  are  needed  in 
any  investigation  for  the  promotion  of  jus- 
tice, the  Senate  will  take  such  action  as  will 
promote  the  ends  of  justice  consistent  with 
the  privileges  and  rights  of  the  Senate:  Now. 
therefore,  be  it 

Resolved,  That  the  chairman  and  ranking 
minority  member  of  the  Permanent  Sub- 
committee on  Investigations,  acting  jointly, 
are  authorized  to  provide  to  the  United 
States  Attorney  for  the  District  of  Colum- 
bia pertinent  records  relating  to  the  sub- 
committee's financial  affairs  for  the  years 
1980-1986. 


SENATE  RESOLUTION  494-AU- 
THORIZING  REPRESENTATION 
BY  THE  SENATE  LEGAL  COUN- 
SEL 

Mr.  STAFFORD  (for  Mr.  Dole,  for 
himself  and  Mr.  Byrd)  submitted  the 
following  resolution;  which  was  con- 
sidered and  agreed  to: 

S.  Res.  494 

Whereas,  in  the  case  of  William  E.  Brock 
V.  Frank  Gerace,  et  al..  Civil  Action  No.  85- 
3669,  pending  in  the  United  States  District 
Court  for  the  District  of  New  Jersey,  the  de- 
fendants have  obtained  subpoenas  for  the 
testimony  of  David  Faulkner  and  Michael  C. 
Eberhardt,  former  employees  of  the  Perma- 
nent Subcommittee  on  Investigations  of  the 
Committee  on  Governmental  Affairs; 

Whereas,  pursuant  to  sections  703(a)  and 
704(a)(2)  of  the  BJthics  in  Government  Act 
of  1978.  2  U.S.C.  288b(a)  and  288c(a)(2) 
(1982).  the  Senate  may  direct  its  counsel  to 
represent  former  employees  of  the  Senate 


with  respect  to  subpoenas  Issued  to  them  in 
their  official  capacity: 

Whereas,  by  the  privileges  of  the  United 
SUtes  Senate  and  Rule  XI  of  the  Standing 
Rules  of  the  Senate,  no  evidence  under  the 
control  or  in  the  possession  of  the  Senate 
can,  by  the  judicial  process,  be  taken  from 
such  control  or  possession  but  by  permission 
of  the  Senate: 

Whereas,  when  it  appears  that  testimony 
of  former  employees  of  the  Senate  is  or  may 
be  needful  for  use  in  any  court  for  the  pro- 
motion of  justice,  the  Senate  will  take  such 
action  as  will  promote  the  ends  of  justice 
consistent  with  the  privileges  and  rights  of 
the  Senate:  Now,  therefore,  be  it 

Resolved,  That  the  Senate  Legal  Counsel 
is  directed  to  represent  David  Faulkner  and 
Michael  C.  Eberhardt  in  the  case  of  William 
E.  Brock  V.  Frank  Gerace.  et  aL 

Sec.  2.  That  David  Faulkner  and  Michael 
C.  Eberhardt  are  authorized  to  testify  in  the 
case  of  William  E.  Brock  v.  Frank  Gerace,  et 
aL.  except  concerning  matters  which  are 
privileged  and  subject  to  a  determination 
that  they  have  relevant  information  which 
is  not  so  protected  from  disclosure. 


AMENDMENTS  SUBMITTED 


FEDERAL-AID  HIGHWAY  ACT 


COCHRAN  (AND  OTHERS) 
AMENDMENT  NO.  2890 

Mr.  COCHRAN  (for  himself,  Mr. 
Thurmond,  and  Mr.  Melcher)  pro- 
posed an  amendment  to  the  bill  (S. 
2405)  to  authorize  appropriations  for 
certain  highways  in  accordance  with 
title  23,  United  States  Code,  and  for 
other  purposes;  as  follows: 

On  page  56.  on  line  20.  insert  after  "steel" 
".  cement,  cement  clinker,".  < 


SPECTER  AMENDMENT  NO.  2891 

Mr.  SPECTER  proposed  an  amend- 
ment to  the  bill  S.  2405,  supra;  as  fol- 
lows: 

On  page  62.  strike  out  lines  20  through  23, 
and  insert  in  lieu  thereof  the  following: 

(1)  $14,200,000,000  for  fiscal  year  1987: 

(2)  $14,200,000,000  for  fiscal  year  1988; 

(3)  $14,200,000,000  for  fiscal  year  1989; 
and 

(4)  $14,200,000,000  for  fiscal  year  1990. 


TREASURY.  POSTAL  SERVICE, 
EXECUTIVE  OFFICE  OF  THE 
PRESIDENT,  AND  RELATED 
AGENCIES  APPROPRIATION, 

1987 


GORTON  AMENDMENT  NO.  2892 

(Ordered  to  lie  on  the  table.) 
Mr.  GORTON  submitted  an  amend- 
ment intended  to  be  proposed  by  him 
to  the  bill  (H.R.  5294)  making  appro- 
priations for  the  Treasury  Depart- 
ment, the  United  States  Postal  Serv- 
ice, the  Executive  Office  of  the  Presi- 
dent, and  certain  Independent  Agen- 
cies, for  the  fiscal  year  ending  Septem- 
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and  for  other  purposes;  as 


and 


On  page         .  between  lines 
insert  the  following  new  section: 

Sec.  .  None  of  the  funds  appropriated  or 
made  available  by  this  Act  shall  be  used  to 
implement  Internal  Revenue  Service  Regu- 
lation section  41.4481-l(a)(2)  or  any  ruling 
or  procedure  which  attains  the  same  or 
similar  result. 


military,  political  and  economic  aspects  of 
national  estimates  on  the  Soviet  Union;  in- 
tegrated national  estimate  on  the  Soviet 
Union;  assessment  of  the  effects  of  Soviet 
data  denial;  Foreign  Broadcast  Information 
Service  analyses:  reconnaissance  capability; 
protection  of  polygraph  information:  role  of 
the  Defense  Intelligence  Agency:  and  intelli- 
gence policy  regarding  Panama." 


FEDERAL-AID  HIGHWAY  ACT 


GORTON  AMENDMENT  NO.  2893 

Mr.  GORTON  proposed  an  amend- 
ment to  the  bill  S.  2405.  supra;  as  fol- 
lows: 

At  the  appropriate  place,  insert  the  fol- 
lowing: 

Sec.  .  None  of  the  funds  appropriated  or 
made  available  by  this  Act  shall  be  used  to 
implement  Internal  Revenue  Service  Regu- 
lation section  41.4481-l(a)(2)  or  any  ruling 
or  procedure  which  attains  the  same  or 
similar  result. 


SPECTER  AMENDMENT  NO.  2894 

Mr.  SPECTER  proposed  an  amend- 
ment to  the  bill  S.  2405,  supra;  as  fol- 
lows: 

On  page  62.  strike  out  lines  21  through  23. 
insert  in  lieu  thereof  the  following: 

(2)  $14,200,000,000  for  fiscal  year  1988: 

(3)  $14,200,000,000  for  fiscal  year  1989: 
and 

(4)  $14,200,000,000  for  fiscal  year  1990. 


SYMMS  AMENDMENT  NO.  2895 

Mr.  SYMMS  proposed  an  amend- 
ment to  the  bill  S.  2405,  supra;  as  fol- 
lows: 

On  page  28,  line  24,  strike  all  through 
page  29,  line  15. 


INTELLIGENCE  AUTHORIZATION 
ACT 


HELMS  AMENDMENT  NO.  2896 

Mr.  HELMS  proposed  an  amend- 
ment to  the  bill  (S.  2477)  to  authorize 
appropriations  for  fiscal  year  1987  for 
intelligence  activities  of  the  United 
States  Government,  the  Intelligence 
Community  Staff,  the  Central  Intelli- 
gence Agency  Retirement  and  Disabil- 
ity System,  and  for  other  purposes;  as 
follows: 

On  page  4  of  the  bill,  after  line  2.  add  the 
following  new  section: 

"Sec.  104.  The  classified  report  of  the 
Select  Committee  on  Intelligence  which  ac- 
companies this  Act  is  hereby  amended  to  in- 
clude the  material  contained  in  the  classi- 
fied supplement  to  the  aforesaid  report 
which  was  prepared  on  September  24,  1986. 
The  classified  supplement  incorporates  ad- 
ditional directions  to  the  Intelligence  Com- 
munity on  the  following  subjects:  Competi- 
tive analyses  of  key  intelligence  topics;  sur- 
vivability of  national  technical  means  of  in- 
telligence collection;  availability  of  the 
report  of  the  Presidents  1980  Transition 
Team  study  of  intelligence;  training  on  com- 
batting  Marxism-Leninism;   integration   of 


HELMS  (AND  OTHERS) 
AMENDMENT  NO.  2897 

Mr.  HELMS  (for  himself,  Mr.  Pell, 
Mr.  Denton,  Mr.  Hatch,  Mr.  Kerry, 
Mr.  Wallop,  Mr.  Zorinsky,  Mrs.  Haw- 
kins, Mr.  McClure,  Mr.  Symms,  Mr. 
Hecht,  Mr.  Thurmond,  and  Mr.  Mat- 
TiNGLY)  proposed  an  amendment  to 
the  bill  S.  2477,  supra,  as  follows: 

On  page  24  of  the  bill,  after  line  4,  add  the 
following  new  section;  "Section  604.  The  Di- 
rector of  Central  Intelligence  shall  provide 
a  report  to  the  Select  Committee  on  Intelli- 
gence of  the  Senate  and  the  Permanent 
Select  Committee  on  Intelligence  of  the 
House  of  Representatives  not  later  than 
March  1.  1987,  whether  and  to  what  extent 
the  Defense  Forces  of  the  Government  of 
Panama  have  violated  the  human  rights  of 
the  Panamanian  people,  are  involved  in 
international  drug  trafficking,  arms  traf- 
ficking, or  money  laundering,  or  were  in- 
volved in  the  death  of  Dr.  Hugo  Spadafora." 


COMMODITY  EXCHANGE  ACT 
AMENDMENTS 


Strike  all  after  the  word  "Sec."  and  insert 
in  lieu  thereof  the  following: 

NONAPPLICABII.ITY    OF    COMMODITY    EXCHANGE 
ACT  TO  TRADING  OF  CATTLE 

(a)  Definition  of  Commodity.— The  third 
sentence  of  section  2(a)(1)(A)  of  the  Com- 
modity Exchange  Act  (7  U.S.C.  2)  is  amend- 
ed- 

(1)  by  insertng  "(other  than  cattle)"  after 
"livestock";  and 

(2)  by  inserting  "and  cattle"  after  "except 
onions  as  provided  in  Public  Law  85-839". 

(b)  Report  on  Hedging.— The  last  sen- 
tence of  4a(3)  of  such  Act  (7  U.S.C.  6a(3))  is 
amended  by  striking  out  "cattle,  hog,  or 
pork"  and  inserting  in  lieu  thereof  "hog  or 
pork". 

(c)  Application  of  Amendments.— The 
amendments  made  by  this  section  shall  not 
apply  to  a  contract  of  sale  of  cattle  for 
future  delivery  that  was  entered  into  before 
the  date  of  enactment  of  this  Act. 


ABDNOR  (AND  OTHERS) 
AMENDMENT  NO.  2898 

Mr.  ABDNOR  (for  himself,  Mr. 
BoREN,  Mr.  Wallop,  and  Mr.  Simpson) 
proposed  an  amendment  to  the  bill  (S. 
2045)  to  amend  the  Commodity  Ex- 
change Act  to  reauthorize  appropria- 
tions to  carry  out  such  act,  and  for 
other  purposes,  as  follows; 

At  the  end  of  the  bill,  add  the  following 
new  section: 
SEC.     .  nonappluability  of  commodity  k.\- 

t  HA.NGE  ACT  TO  TRADINC;  OF  CATTLE. 

(a)  Definition  or  Commodity.— The  third 
sentence  of  section  2(a)(1)(A)  of  the  Com- 
modity Exchange  Act  (7  U.S.C.  2)  is  amend- 
ed- 

(1)  by  inserting  "(other  than  cattle)"  after 
"livestock";  and 

(2)  by  inserting  "and  cattle"  after  "except 
onions  as  provided  in  F»ublic  Law  85-839". 

(b)  Report  on  Hedging.— The  last  sen- 
tence of  4a(3)  of  such  Act  (7  U.S.C.  6a(3))  is 
amended  by  striking  out  "cattle,  hog,  or 
pork"  and  inserting  in  lieu  thereof  "hog  or 
pork". 

(c)  Application  of  Amendments.— The 
amendments  made  by  this  section  shall  not 
apply  to  a  contract  of  sale  of  cattle  for 
future  delivery  that  was  entered  into  before 
October  3.  1986. 


ABDNOR  (AND  OTHERS) 
AMENDMENT  NO.  2899 

Mr.  ABDNOR  (for  himself,  Mr. 
BoREN,  Mr.  Wallop,  and  Mr.  Simpson  ) 
proposed  an  amendment  to  amend- 
ment No.  2898  proposed  by  Mr. 
Abdnor  (and  others)  to  the  bill  S. 
2045,  supra,  as  follows; 


PRODUCT  LIABILITY  ACT 


ROLLINGS  AMENDMENT  NOS. 
2900  THROUGH  2974 

(Ordered  to  lie  on  the  table.) 
Mr.  ROLLINGS  submitted  75 
amendments  intended  to  be  proposed 
by  him  to  the  bill  (S.  2760)  to  regulate 
interstate  commerce  by  providing  for  a 
uniform  product  liability  law,  and  for 
other  purposes,  as  follows: 

Amendment  No.  2900 
On  page  25,  strike  all  from  line  19  through 
line  6. 

Amendment  No.  2901 
On  page  3,  strike  lines  9  through  25. 

Amendment  No.  2902 
On  page  2.  strike  lines  7  through  14. 

Amendment  No.  2903 
On  page  3,  strike  lines  1  through  8. 

Amendment  No.  2904 
On  page  4,  strike  lines  1  through  5. 

Amendment  No.  2905 
On  page  4,  strike  lines  6  through  11. 

Amendment  No.  2906 
On  page  4,  strike  lines  12  through  20. 

Amendment  No.  2907 
On  page  4,  strike  lines  21  through  22. 

Amendment  No.  2908 
On  page  4,  strike  all  from  line  23  through 
line  2  on  page  5. 

Amendment  No.  2909 
On  page  5.  strike  lines  3  through  8, 

Amendment  No.  2910 
On  page  5.  strike  lines  9  through  25. 

Amendment  No.  2911 
On  page  6,  strike  all  from  line  1  through 
line  11  on  page  7. 

Amendment  No.  2912 
On  page  7,  strike  lines  12  through  13, 


On  page  7 
line  8  on  pae 


On  page  8 
line  S  on  paf 


On  page  9 
line  6  on  pat 


On  page  1 
line  23  on  p: 


On  page  i: 
line  2  on  pa( 


On  page  i: 
line  10  on  pi 


On  page  1 
line  17  on  p: 


On  page  H 
line  10  on  p: 


On  page  li 
line  2  on  paf 


On  page  2 
line  9  on  pai 


On  page  2 
line  11  on  pi 


On  page  2 
line  22  on  p: 


On  page  2 
line  8  on  pai 


On  page  2 
line  IS  on  Pi 
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Amendment  No.  2913 
On  page  7,  strike  lines  14  through  17. 

Amendment  No.  2914 
On  page  7,  strike  lines  18  through  22. 

Amendment  No.  2915 
On  page  7.  strike  all  from  line  23  through 
line  8  on  page  8. 

Amendment  No.  2916 
On  page  8.  strike  all  from  line  9  through 
line  5  on  page  9. 

Amendment  No.  2917 
On  page  9,  strike  lines  6  through  12. 

Amendment  No.  2918 
On  page  9,  strike  lines  13  through  18. 

Amendment  No.  2919 
On  page  9,  strike  all  from  line  19  through 
line  6  on  page  10. 

Amendment  No.  2920 
On  page  10,  strike  lines  7  through  17. 

Amendment  No.  2921 
On  page  10,  strike  lines  18  through  24. 

Amendment  No.  2922 
On  page  11,  strike  all  from  line  1  through 
line  23  on  page  12. 

Amendment  No.  2923 
On  page  12,  strike  all  from  line  24  through 
line  2  on  page  13. 

Amendment  No.  2924 
On  page  13,  strike  lines  3  through  15. 

Amendment  No.  2925 
On  page  13,  strike  all  from  line  17  through 
line  10  on  page  17. 

Amendment  No.  2926 
On  page  17,  strike  all  from  line  11  through 
line  17  on  page  18. 

Amendment  No.  2927 
On  page  18,  strike  all  from  line  18  through 
line  10  on  page  19. 

Amendment  No.  2928 
On  page  19,  strike  all  from  line  20  through 
line  2  on  page  21. 

Amendment  No.  2929 
On  page  21,  strike  all  from  line  3  through 
line  9  on  page  22. 

Amendment  No.  2930 
On  page  22,  strike  all  from  line  10  through 
line  11  on  page  24. 

Amendment  No.  2931 
On  page  24,  strike  lines  13  through  18. 

Amendment  No.  2932 
On  page  24,  strike  all  from  line  10  through 
line  22  on  page  26. 

Amendment  No.  2933 
On  page  26,  strike  all  from  line  23  through 
line  8  on  page  29. 

Amendment  No.  2934 
On  page  29,  strike  all  from  line  9  through 
line  IS  on  page  33. 


Amendment  No.  2935 
On  page  33,  strike  all  from  line  16  through 
line  24  on  page  34. 

Amendment  No.  2936 
On  page  35.  strike  all  from  line  1  through 
line  17  on  page  37. 

Amendment  No.  2937 
On  page  37,  strike  all  from  line  18  through 
line  21  on  page  38. 

Amendment  No.  2938 
On    Page    38,    strike    all    from    line    22 
through  line  9  on  page  39. 

Amendment  No.  2939 

On  page  39.  strike  all  from  line  10  through 
line  18  on  page  40. 

Amendment  No.  2940 
On  page  40,  strike  all  from  line  19  through 
line  16  on  page  41. 

Amendment  No.  2941 
On  page  41,  strike  all  from  line  18  through 
line  7  on  page  43. 

Amendment  No.  2942 
On  page  11,  strike  lines  8  through  13. 

Amendment  No.  2943 
On  page  11,  strike  all  from  line  14  through 
line  16  on  page  12. 

Amendment  No.  2944 
On  page  12,  strike  lines  17  through  20. 

Amendment  No.  2945 
On  page  12,  strike  lines  21  through  23. 

Amendment  No.  2946 
On  page  13  strike  lines  22  through  line  2 
on  page  14. 

Amendment  No.  2947 
On  page  14,  strike  lines  3  through  14. 

Amendment  No.  2948 
On  page  14,  strike  all  from  line  15  through 
line  18  on  page  15. 

Amendment  No.  2949 
On  page  15,  strike  all  from  line  19  through 
line  7  on  page  16. 

Amendment  No.  2950 
On  page  16,  strike  lines  8  through  13. 

Amendment  No.  2951 
On  page  16,  strike  lines  14  through  24. 

Amendment  No.  2952 
On  page  17,  strike  lines  1  through  10. 

Amendment  No.  2953 
On  page  17,  strike  all  from  line  12  through 
line  17  on  page  18. 

Amendment  No.  2954 
On  page  18,  strike  all  from  line  19  through 
line  6  on  page  19. 

Amendment  No.  2955 
On  page  19,  strike  lines  7  through  14. 

Amendment  No.  2956 
On  page  19,  strike  lines  15  through  19. 


Amendment  No.  2957 
On  page  19,  strike  lines  22  through  26. 

Amendment  No.  2958 
On  page  20,  strike  lines  1  through  2. 

Amendment  No.  2959 
On  page  20,  strike  lines  3  through  13. 

Amendment  No.  2960 
On  page  20,  strike  lines  14  through  21. 

Amendment  No.  2961 

On    page    20,    strike    all    from    lines    22 
through  line  2  on  page  21. 

Amendment  No.  2962 
On  page  21,  strike  lines  4  through  9.     • 

Amendment  No.  2963 
On  page  21,  strike  lines  10  through  17. 

Amendment  No.  2964 
On  page  21,  strike  lines  18  through  25. 

Amendment  No.  2965 
On  page  22,  strike  lines  1  through  4. 

Amendment  No.  2966  "* 

On  page  22.  strike  lines  5  through  9. 

Amendment  No.  2967 
On  page  22,  strike  lines  11  through  17. 

Amendment  No.  2968 
On    page    22,    strike    all    from    lines    18 
through  line  4  on  page  23. 

Amendment  No.  2969 
On  page  23,  strike  lines  5  through  14. 

Amendment  No.  2970 
On    page    23.    strike    all    from    lines    15 
through  line  6  on  page  24. 

Amendment  No.  2971 
On  page  24,  strike  lines  7  through  11. 

Amendment  No.  2972 
On  page  24,  strike  lines  13  through  18. 

Amendment  No.  2973 
On  page  24,  strike  all  from  line  20  through 
line  10  on  page  25. 

Amendment  No.  2974 
On  page  25,  strike  lines  11  through  18. 


METZENBAUM  AMENDMENT 
NOS.  2975  THROUGH  3028 

(Ordered  to  lie  on  the  table.) 
Mr.    METZENBAUM    submitted    54 
amendments  intended  to  be  proposed 
by  him  to  the  bill,  S.  2760,  supra;  as 
follows: 

Amendment  No.  2975 
On  page  3,  line  1,  strike  subsection  (2) 
through  line  8  and  redesignate  all  subse- 
quent subsections  accordingly. 

Amendment  No.  2976 
On  page  3,   line  20.  after  "any"  delete 
"life,". 
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AmNDHZifT  No.  2977 
On  page  3.  line  9.  strike  paragrapli  (3)  of 
subsection  (a)  through  line  25  and  redesig- 
nate all  subsequent  paragraphs  accordingly. 


Amendment  No.  2978 
page  4.  line  14.  after  •'compensable 


On 

under  State  law, 
$100,000.  and. 


strike  "in  the  amount  of 


Amendment  No.  2979 
On  page  6,  line  1.  strike  paragraph  (11)  of 
subsection  (a)  through  page  7,  line  11.  and 
redesignate  all  subsequent  paragraphs  ac- 
cordingly. 

Amendment  No.  2980 
On  page  9,  line  13.  strike  paragraph  (1)  of 
subsection  (b)  through  line  18  and  redesig- 
nate subsequent  paragraph  accordingly. 

Amendment  No.  2981 
On  page  13.  line  6,  delete  all  after  the 
word  "Act"  through  line  9  and  insert  in  lieu 
thereof  the  following:  in  which  the  claim- 
ant discovered  or  should  have  discovered 
the  harm  and  its  cause  for  which  damages 
are  sought  on  or  after  that  date." 

Amendment  No.  2982 
On  page  13.  line  24.  strike  For  the  pur- 
poses of  this  title,  an  offer  shall  be  limited 
to  a  claim  for  payment  of  the  claimant's  net 
economic  loss,  pursuant  to  section  205  of 
this  title,  and  any  dignitary  loss." 

Amendment  No.  2983 
On  page  17.  line  U.  insert  the  following: 
"(i)  For  purposes  of  this  section  attorney's 
fees  and  costs  shall  be  awarded  only  when 
applicable  state  or  federal  law  does  not  pro- 
vide for  the  award  of  costs  in  civil  actions." 

Amendment  No.  2984 

On  page  18.  line  25.  strike  out    judgment 
an  amount"  and  insert  in  lieu  thereof  the 
following: 
"judgment— 

"(1)  an  award  for  additional  damages  in 
an  amount  equal  to  50  percent  of  the  judg- 
ment plus  1  percent  of  the  increased  judg- 
ment per  month  for  each  month  after  the 
date  on  which  the  defendant  rejected  the 
offer  of  settlement  until  the  date  of  entry  of 
judgment  against  the  defendant;  and 

"(2)  an  amount". 

Amendment  No.  2985 
On  page  19.  line  9.  strike  'The  court  shall 
reduce  such  amount  if  the  court  determines 
that  the  defendant  had  a  reasonable  basis 
for  rejecting  the  offer  of  settlement  made 
by  a  claimant  in  accordance  with  section  201 
of  this  title  because  the  case  involved  a 
novel  question  of  law  or  complex  questions 
of  fact." 

Amendment  No.  2986 
On  page  20.  line  12,  after   "exceed  "  strike 
"two  times  the  claimant's  economic  loss  or 
$50,000,  whichever  is  less  ".  and  insert  in  lieu 
thereof  -SSO.OOO". 

Amendment  No.  2987 
On  page  20,  line  5,  strike  out    "$250,000  " 
and  insert  in  lieu  thereof  "$1,000.000''. 

Amendment  No.  2988 
On  page  20,  line  13,  strike  out    "$50,000  " 
and  insert  in  lieu  thereof  ""$100,000  ". 


Amendment  No.  2989 

On  page  20.  between  lines  13  and  14, 
insert  the  following: 

(3)  The  provisions  of  paragraphs  (1)  and 
(2)  of  this  subsection  shall  not  apply  if  the 
claimant  establishes  by  a  preponderance  of 
the  evidence  that  the  noneconomic  loss  suf- 
fered was  the  result  of  conduct  manifesting 
a  manufacturer's  or  a  product  seller's  con- 
scious or  flagrant  indifference  to  the  safety 
of  those  persons  who  might  be  harmed  by  a 
product. 

Amendment  No.  2990 
On  page  20.  strike  subsection  (b)  through 
line  2,  and  redesignate  all  subsequent  sub- 
sections accordingly. 

Amendment  No.  2991 
On  page  20,  line  3,  strike  paragraph  ( 1 )  of 
subsection  (c)  through  line  8. 

Amendment  No.  2992 
On  page  20.  line  9,  strike  paragraph  (2)  of 
subsection  (c)  through  line  13. 

Amendment  No.  2993 
On  page  20.  line  22.  strike  subsection  (e) 
through  page  21.  line  2. 

Amendement  No.  2994 
On  page  20.  line  18.  after  "loss"  strike 
"The  jury  shall  not  be  instructed  regarding 
the  limitations  on  damages  specified  in  sub- 
sections (b)  and  (c)  of  this  section,  but  the 
award  of  damages  in  any  such  action  shall 
be  reduced  by  the  court  in  accordance  with 
such  limitations." 

Amendment  No.  2995 
On  page  22.  line  5.  strike  subsection  (c) 
through  line  9. 

Amendment  No.  2996 
On  page  26,  strike  lines  7  through  12. 

Amendment  No.  2997 
On  page  26.  strike  lines  13  through  22. 

Amendment  No.  2998 
On  page  26,  strike  all  from  line  24  through 
line  9  on  page  27. 

Amendment  No.  2999 
On  page  26.  lines  24  and  25.  delete  the  fol- 
lowing: ".if  otherwise  permitted  by  applica- 
ble law." 


"its  cause,"  Insert  the  following:  "and  the 
potential  cause  of  action  for  relief  from  in- 
juries due  to  the  harm," 

Amendment  No.  3006 

On  page  29,  line  10,  after  "(a)"  insert 
"(1)". 

At  line  19,  insert  the  following: 

'"(a)(2)  In  any  case  in  which  the  claimant 
is  unable  to  determine  the  identity  of  the 
product  manufacturer  or  seller  that  caused 
the  harm,  the  claimant  shall  file  a  com- 
plaint against  an  unnamed  product  manu- 
facturer or  seller.  Upon  the  filing  of  the 
complaint,  the  court  shall  toll  the  statute  of 
limitations  provided  in  subsection  (a)  of  this 
section  for  one  year,  for  the  purpose  of  al- 
lowing the  claimant  to  determine  the  identi- 
ty of  the  product  manufacturer  or  seller." 

Amendment  No.  3007 
On  page  29,  strike  all  from  line  19  through 
line  5  on  page  32. 

Amendment  No.  3008 
On  page  32,  strike  lines  6  through  9. 

Amendment  No.  3009 
On  page  32,  strike  lines  11  through  21. 

Amendment  No.  3010 
On  page  32,  lines  19  and  20,  delete  "of 
court  costs,  fees,  and  expenses  (including  at- 
torney's fees)"  and  insert  following:  "provid- 
ed for  by  existing  state  law  of  court  costs, 
fees,  expenses  and  attorney's  fees  reason- 
ably attributable  to  such  conduct." 

Amendment  No.  3011 
On    page   32,    line    26,    after    "expenses," 
insert  the  following:  "'as  provided  by  state 
law,". 

Amendment  No.  3012 
On  page  32,  strike  all  from  22  through  line 
12  on  page  33. 

Amendment  No.  3013 
On  page  33,  strike  lines  13  through  15. 

Amendment  No.  3014 
On  page  33,  strike  lines  17  through  25. 

Amendment  No.  3015 
On  page  34,  strike  lines  1  through  13. 


Amendment  No, 
On  page  26,  line  26  after 
and  convincing"  and  insert 
"a  preponderance  of  the  ". 


3000 

by  "  strike  "clear 
in  lieu  thereof 


Amendment  No.  3001 
On  page  27.  strike  all  from  line  17  through 
line  14  on  page  28. 

Amendment  No.  3002 
On  page  28.  strike  all  from  line  15  through 
line  8  on  page  29. 

Amendment  No.  3003 
On  page  27.  line  17.  strike  subsection  (c) 
through  page  29,  line  8. 

Amendment  No.  3004 
On  page  29.  strike  lines  10  through  18. 

Amendment  No.  3005 
On  page  29,  line  13.  after  "harm",  delete 
"and":  insert  in  lieu  thereof  ". ';  and.  after 


Amendment  No.  3016 
On  page  33.  line  19,  after  the  word 
"action",  insert  the  following:  "",  the  insurer 
o "  any  such  person,  and.  in  a  civil  action  in 
which  damages  are  sought  for  harm  occur- 
ring in  a  workplace,  the  claimant's  employer 
and  its  insurer". 

Amendment  No.  3017 
On  page  34,  strike  lines  14  through  24. 

Amendment  No.  3018 
On  page  35,  strike  lines  3  through  14. 

Amendment  No.  3019 
On  page  35,  strike  lines  15  through  22. 

Amendment  No.  3020 
On  page  35,  line  10,  insert  after  the  word 
harm  "  the  following:  "if  under  the  applica- 
ble federal  or  state  workers  compensation 
law  the  plaintiff  will  continue  to  receive 
payments  after  an  award  of  damages  under 
this  Act." 


On  page  3i 
15  on  page  3 
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Amendment  No.  3021 
On  page  35,  strike  all  from  line  23  through 
15  on  page  36. 

Amendment  No.  3022 
On  page  36.  strike  lines  16  through  22. 

Amendment  No.  3023 

On  page  36,  strike  all  from  line  23  through 
line  13  on  page  37. 


Amendment  No.  3024 
page  37,  line   18  strike  the 


heading 
Noneconomic  Dam- 


On 

"Several   Liability   for 
ages"; 

On  page  37,  line  19,  strike  section  308 
through  page  38,  line  21,  and  redesignate  all 
subsequent  sections  accordingly. 

Amendment  No.  3025 

On  page  40,  line  11,  strike  subsection  (b) 
through  line  18. 

Amendment  No.  3026 
On  page  42,  line  4,  immediately  after  the 
period,  add  the  following:  "Necessary  data 
shall  include  annual  compilations  of  premi- 
ums collected  and  closed  claims  paid  out  for 
each  separate  line  of  liability  insurance. 
The  annual  compilation  shall  be  collected 
for  each  calendar  year  beginning  not  later 
than  1984.". 

Amendment  No.  3027 
On  page  43,  line  8,  insert  the  following: 

TITLE  V-STUDY  TO  BE  CONDUCTED 
BY  GENERAL  ACCOUNTING  OFFICE 
Sec.  501.  The  General  Accounting  Office 
shall  provide  to  the  Congress  one  year  after 
the  date  of  enactment  of  this  Act  a  study  of 
the  feasibility  of  establishing  a  reinsurance 
program  operated  by  the  federal  govern- 
ment and  funded  by  the  insurance  industry. 

Amendment  No.  3028 

On  page  43,  line  8.  insert  the  following: 

TITLE  V-STUDY  TO  BE  CONDUCTED 
BY  GENERAL  ACCOUNTING  OFFICE 

Sec.  501.  The  General  Accounting  Office 
shall  provide  to  the  Congress  one  year  after 
the  date  of  enactment  of  this  Act  a  study  of 
the  feasibility  of  creating  a  federal  Office  of 
Insurance  to  monitor  the  insurance  industry 
and  establish  regulatory  standards  for  state 
insurance  commissions. 


NOTICES  OP  HEARINGS 

COMMITTEE  ON  RULES  AND  ADMINISTRATION 

Mr.  MATHIAS.  Mr.  President.  I 
wish  to  announce  that  the  Committee 
on  Rules  and  Administration  will  meet 
in  SR-385  Russell  Senate  Office  Build- 
ing, on  Monday,  September  29,  1986, 
at  2  p.m.,  to  continue  the  oversight 
hearing  begun  on  July  30,  1986,  on  the 
operations  and  functions  of  the  Office 
of  the  Sergeant  at  Arms  of  the  Senate. 

For  further  information  regarding 
this  hearing,  please  contact  Carole 
Blessington  of  the  Rules  Committee 
staff  on  X40278. 


AUTHORITY  POR  COMMITTEES 
TO  MEET 

COMMITTEE  ON  AGRICULTURE,  NUTRITION,  AND 
FORESTRY 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  ask  unanimous  consent  that 
the  Committee  on  Agriculture,  Nutri- 
tion, and  Forestry,  be  authorized  to 
meet  during  the  session  of  the  Senate 
on  Wednesday,  September  24.  1986.  in 
order  to  consider  the  nomination  of 
Jim  R.  Billington.  to  be  a  member  of 
the  Parm  Credit  Administration 
Board,  Parm  Credit  Administration. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

PERMANENT  SUBCOMMITTEE  ON  INVESTIGATIONS 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  ask  unanimous  consent  that 
the  Permanent  Subcommittee  on  In- 
vestigations of  the  Committee  on  Gov- 
ernmental Affairs  be  authorized  to 
meet  during  the  session  of  the  Senate 
on  Wednesday,  September  24.  to  hold 
a  hearing  on  emerging  criminal 
groups/Asian. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ADDITIONAL  STATEMENTS 


SENATOR  PACKWOOD'S  SPEECH 

AT  WILLAMETTE  UNIVERSITY 

•  Mr.  HATFIELD.  Mr.  President,  as 
the  2d  session  of  the  99th  Congress 
draws  to  a  close,  issues  of  civil  liberties 
continue  to  confront  the  Senate. 
Whether  they  arise  in  the  context  of 
legislation  to  combat  the  drug  prob- 
lem, enact  immigration  reform  or  pro- 
vide funding  for  the  next  fiscal  year, 
these  issues  demand  careful  attention. 
This  fact  was  recently  brought  to  light 
by  my  distinguished  colleague  and 
friend  from  Oregon.  Senator  Pack- 
wood.  In  a  speech  at  Willamette  Uni- 
versity in  Salem.  OR,  Senator  Pack- 
wood  outlined  the  forces  that  cause 
the  erosion  of  our  civil  liberties  and 
challenged  us  to  be  vigilant  to  pre- 
serve and  protect  them  for  the  genera- 
tions to  come. 

Mr.     President.     I     commend     the 
speech  to  my  colleagues  and  ask  that 
Senator  Packwood's  speech  be  printed 
in  the  Congressional  Record. 
Senator  Bob  Packwood  on  Civil  Liberties 

The  year  was  1956.  The  place  was  Oregon. 
The  document  was  the  general  election 
ballot  of  November  of  that  year.  The  issue 
was  fishing.  The  ballot  description  read, 
"prohibiting  certain  fishing  in  coastal 
streams." 

Now  go  back  almost  800  years.  The  year 
was  1215.  The  place  was  Runnymede,  Eng- 
land. The  document  was  the  Magna  Carta. 
This  issue  was  fishing.  Article  33  of  the 
Magna  Carta  reads,  "All  fish  weirs  shall  be 
removed  from  the  Thames,  the  Medway  and 
throughout  the  whole  of  England  except  on 
the  sea  coast."  I  was  struck  by  the  fact  of 
how  many  issues  that  we  deal  with  today 
seem  to  be  eternal. 

When  you  look  at  the  history  of  govern- 
ment—ours   for    200    years— England's    for 


almost  600  years  prior  to  that— it  is  a  con- 
tinual struggle  of  men  and  women  to  secure 
for  themselves  certain  liberties  that  govern- 
ments wish  to  take  away. 

The  battle  is  not  usually  fought  against 
those  who  are  intent  upon  doing  evil.  It  is 
usually  fought  against  those  who  are  intent 
on  doing  good— as  they  see  it. 

This  country  is  full  of  good  men  and 
women  intent  upon  helping  us.  Some  would 
prevent  us  from  driving  cars  in  national 
parks.  Others  would  require  us  to  wear  hel- 
mets while  riding  motorcycles.  Some  would 
insist  upon  protecting  us  against  smoking— 
for  our  own  good,  of  course.  Some  would 
muzzle  the  press.  These  people  are  well-in- 
tentioned. 

These  well-intentioned  people  are  con- 
vinced they  are  right.  They  sincerely  believe 
they  are  so  right,  that  if  you  disagree  with 
them,  they  are  sure  you  are  wrong.  Then 
its  only  a  short  step  to  "the  end  justifies 
the  means."  because  they  believe  the  end  is 
so  "right."  When  these  people  gain  control 
of  government,  they  become  dangerous.  The 
more  I  read  history,  and  the  longer  I  watch 
government  operate,  the  more  convinced  I 
am  that  almost  anyone  can  withstand  adver- 
sity. If  you  want  to  test  a  person  s  charac- 
ter, give  that  f>erson  power. 

If  we  are  going  to  protect  our  civil  liber- 
ties against  those  who  are  in  power,  we  must 
do  battle  in  the  first  trench.  We  don't  wait 
until  we  have  been  shoved  and  pushed  to  a 
hilltop  where  we  are  surrounded  and  cir- 
cumscribed by  a  government  run  by  men 
and  women  of  good  intent  trying  to  help  us. 

Often,  when  we  have  to  battle  in  that  first 
trench  to  protect  our  liberties,  it  is  not 
against  somebody  who  wants  to  prevent 
driving  in  national  parks  or  to  stop  us  from 
smoking.  The  first  trench  is  usually  a  battle 
to  defend  some  radical  or  bomb  thrower  or 
political  dissident,  or  someone  whose  life 
style  differs  from  those  in  power.  We  must 
make  sure  that  the  procedures  for  their  de- 
fense are  kept  secure.  A  government  that 
can  put  that  person  in  prison  or  abuse  that 
person's  rights,  without  what  all  of  us  would 
regard  as  due  process,  can  easily  turn  that 
procedure  against  us.  Government  will  try 
just  that  if  we  choose  to  do  something  that 
the  government,  in  its  wisdom,  thinks  is  not 
proper. 

I  want  you  to  go  back  with  me  a  bit 
through  the  history  of  England  and  the 
United  States  to  see  what  England  did  over 
a  period  of  almost  600  years,  why  they  did 
it.  and  why  we  copied  it  almost  verbatim 
into  our  Constitution  and  into  our  Bill  of 
Rights. 

England's  experience  was  substantially 
different  from  ours.  To  begin  with,  they 
don't  have  a  written  constitution.  All  of  the 
civil  liberties  of  England  are  simply  a  series 
of  parliamentary  acts,  or  in  some  cases,  deci- 
sions of  common  law  courts.  The  English 
experience  with  government,  through  the 
centuries,  was  that  government,  be  it  a  gov- 
ernment of  the  king,  or  a  parliamentary 
government— will  try  to  take  away  certain 
liberties  from  the  citizenry. 

Initially  in  English  history,  it  was  pre- 
sumed the  monarch  would  try  to  abuse  civil 
liberties  and  the  parliament  would  protect 
them.  Therefore,  many  of  England's  early 
civil  liberty  battles  were  struggles  pitting 
the  king  against  the  parliament. 

What's  the  first  thing  the  king  would  try 
to  do  in  those  early  days  when  parliament 
was  still  a  fledgling  institution?  Of  course, 
he  would  try  to  rule  without  a  parliament. 
Parliament  was  a  hindrance.  Parliament 
wanted   to   restrict   his   right   to   imprison 
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people  and  arrest  people  and  start  wars.  So 
the  easiest  thing  to  do  was  to  have  no  par- 
liament meet.  In  1330.  parliament  passed  a 
statute  that  said.  "It  is  accorded  that  parlia- 
ment shall  be  holden  once  every  year  or 
more  often  if  need  be."  How  did  we  phrase 
it  450  years  later  in  our  Constitution?  "The 
Congress  shall  assemble  at  least  once  every 
year."  This  would  insure  that  a  President 
would  not  try  to  set  aside  Congress'  right  to 
gather  and  assemble. 

When  parliament  was  secure  in  its  right  to 
meet,  the  next  avenue  that  the  king  would 
use  would  be  to  imprison  members  for  what 
they  said  on  the  floor  of  parliament.  If  we 
can't  keep  them  from  meeting,  at  least  we 
can  put  them  in  prison  if  they  say  anything 
adverse.  So  the  English  Bill  of  Rights— the 
English  Bill  of  Rights  in  1689— simply  said 
that.  "The  freedom  of  speech  and  debates 
or  proceedings  in  parliament  ought  not  to 
be  impeached  or  questioned  in  any  court  or 
place  out  of  parliament."  How  did  we  say  it 
in  Article  I.  Section  V.  of  the  Constitution? 
"Senators  and  Representatives  ...  for  any 
speech  or  debate  in  either  House  shall  not 
be  questioned  in  any  other  place." 

Well,  all  right,  if  parliament  must  meet, 
and  the  members  of  parliament  are  entitled 
to  say  what  they  want,  the  king  would  next 
try  to  keep  the  citizens  and  parliament 
apart.  Therefore,  he  would  not  allow  citi- 
zens to  petition  parliament  for  grievances 
they  might  have  against  the  king,  and  if 
they  did  so  petition,  try  to  imprison  them 
for  it. 

So  again,  the  English  Bill  of  Rights  says 
simply.  "It  is  the  right  of  the  subjects  to  pe- 
tition the  king  and  all  commitmenU  and 
prosecutions  for  such  petitioning  are  ille- 
gal."  And  how  did  we  say  it  in  our  Bill  of 
Rights?  "Congress  shall  make  no  law  .  .  . 
abridging  the  right  of.the  people  ...  to  pe- 
tition the  government  for  a  redress  of  griev- 
ances." 

The  battle  continued  to  secure,  and  secure 
once  again,  more  strongly,  our  liberties.  It 
was  a  continual  struggle  to  prevent  govern- 
ment from  taking  away  our  right  to  dissent. 
our  right  to  assemble,  our  right  to  a  differ- 
ent life  style,  our  right  to  appear  and  ask 
that  the  government  change,  in  short— from 
talung  away  our  basic  political  liberties. 

The  king  found  that  the  parliament  was 
becoming  more  and  more  obdurate.  They 
wouldn't  give  him  the  money  for  the  wars 
that  he  wanted.  In  fact,  to  get  any  money  at 
all  to  sustain  his  army,  he  found  that  he 
had  to  turn  to  parliament  more  often  than 
he  liked.  However,  one  avenue  to  save 
money  in  the  military  budget  was  simply  to 
quarter  the  soldiers  and  the  sailors  in  the 
homes  of  the  citizens,  and  make  the  citizens 
pay  for  their  room  and  board.  And  so  the 
English  Petition  of  Right  in  1628,  says. 
"Your  majesty  will  be  pleased  to  remove  the 
said  soldiers  and  mariners,  and  that  your 
people  may  not  be  so  burdened  in  time  to 
come. "  What  did  we  say  in  our  Bill  of 
Rights?  "No  soldier  shall,  in  time  of  peace 
be  quartered  in  any  house,  without  the  con- 
sent of  the  owner,  nor  in  time  of  war.  but  in 
a  manner  prescribed  by  law. " 

In  addition  to  securing  parliamentary 
right  vis-a-vis  the  king.  Englishmen  also 
continually  strengthened  individual  liber- 
ties. The  Magna  CarU  says:  "No  free  man 
shall  be  seized  or  imprisoned  or  stripped  of 
his  rights  or  posessions,  or  outlawed  or 
exiled  or  deprived  of  his  standing  in  any 
other  way.  .  .  except  by  the  lawful  judg- 
ment of  his  equals  or  by  the  law  of  the 
land."  We  said  it  more  simply  in  our  Bill  of 
Rights.  "No  person  shall  be  deprived  of  life. 


liberty  or  property  without  due  process  of 
law." 

The  king,  thus,  thwarted  in  his  effort  to 
prohibit  fair  trials,  next  turned  to  the  con- 
cept of  setting  bail  so  high  that  a  person 
could  not  afford  it.  or  threatening  punish- 
ment so  cruel  that  a  person  would  confess, 
rather  than  face  the  punishment.  So  in  the 
English  Bill  of  Rights,  it  simply  says.  "Ex- 
cessive bail  ought  not  to  be  required,  nor  ex- 
cessive fines  imposed,  nor  cruel  or  unusual 
punishments  inflicted."  A  hundred  years 
later  in  our  Bill  of  Rights  we  said.  "Exces- 
sive bail  shall  not  be  required,  nor  excessive 
fines  imposed,  nor  cruel  and  unusual  pun- 
ishments inflicted." 

All  right,  said  the  king,  if  I  can't  hold  the 
man  without  bail,  or  threaten  him  with 
cruel  and  inhumane  punishment.  I'll  simply 
let  the  cloud  of  guilt  hang  over  his  head  and 
delay  his  trial  for  years.  No  you  won't,  said 
the  Magna  Carta,  and  they  phrased  it  as  fol- 
lows: "To  no  one  will  ...  we  deny  or  delay 
right  or  justice. "  Our  Bill  of  Rights  says,  "in 
all  criminal  prosecutions,  the  accused  shall 
enjoy  the  right  to  speedy  and  public  trial  by 
an  impartial  jury." 

I'll  try  the  man  over  and  over,  and  over 
again,  until  I  finally  get  a  conviction,  said 
the  king.  Parliament  didn't  even  have  to  ad- 
dress itself  to  that.  The  courts  of  law  them- 
selves in  the  pleas  of  autrefois  acquit  and 
autrefois  convict  said,  "a  man  shall  not  be 
brought  into  danger  ...  for  one  and  the 
same  offense  more  than  once."  We  said  it  in 
our  Bill  of  Rights  as  follows:  "No  person 
shall  be  subject  for  the  same  offense  to  be 
twice  put  into  jeopardy  of  life  or  limb." 

Finally,  when  all  else  would  fail,  the  king 
would  extract  confessions  by  torture,  and 
use  the  confession  in  court  for  conviction. 
So  the  Magna  Carta  put  it  this  way.  "In 
future,  no  official  shall  place  a  man  on  trial 
upon  his  own  unsupported  statement." 
Almost  600  years  later,  we  said  it  in  the  5th 
amendment  as  follows:  "No  person  shall  be 
compelled  in  any  criminal  case  to  be  a  wit- 
ness against  himself." 

There  are  many  more  examples  from  Eng- 
lish history  that  we  have  adopted  and  incor- 
porated in  our  Constitution  and  Bill  of 
Rights.  As  a  matter  of  fact,  we  added  two 
protections  England  didn't  have— freedom 
of  the  press  and  freedom  of  religion.  These 
both  grew  out  of  our  colonial  experience. 
One  of  the  basic  tenants  of  our  colonial  his- 
tory was  religious  diversity.  We  wanted  that 
protected  and.  therefore,  prohibited  the  es- 
tablishment of  a  national  church.  In  addi- 
tion, because  of  the  efforts  of  England  to 
throttle  the  colonial  press,  we  added  the 
protection  in  our  Bill  of  Rights  of  freedom 
of  the  press. 

A  key  fact  to  remember  is  that  our  civil 
liberties  may  be  as  easily  abused  by  a  Presi- 
dent, as  by  a  Congress.  England  even 
learned  that  long  before  we  became  a 
nation.  As  I  said  earlier,  from  the  time  of 
the  Magna  Carta  to  the  English  civil  war  in 
the  1640's.  the  feeling  in  England  was  that 
the  king  was  likely  to  abuse  liberties,  and 
the  parliament  was  likely  to  protect  them. 
The  common  citizen  never  paused  to  think 
that  a  parliament  might  abuse  their  liber- 
ties until  the  English  civil  war.  In  the  1640's 
the  King  and  the  parliament  divided  and 
fought.  The  parliament  was  full  of  diverse 
factions,  but  they  united  against  the  King. 
Parliament  finally  won.  They  l)eheaded  the 
King.  Then  the  parliamentary  factions  fell 
to  fighting  among  themselves.  One  of  the 
parliamentary  factions,  the  Puritans— 
whose  religious  kin  had  left  England  20  to 
30  years  before  to  come  to  this  country- 


gained  control  of  parliament.  They  gained  it 
completely  when  a  Puritan  army  man 
named  Colonel  Pride  stood  at  the  door  of 
parliament  in  1948.  In  what  has  come  to  be 
known  as  "Pride's  Purge,"  he  turned  away 
all  members  of  parliament  who  did  not 
agree  with  the  Puritan  party  then  headed 
by  Oliver  Cromwell.  Fifty-three  members  of 
parliament— the  Puritan  faction— were  left 
to  govern  England.  They  proceeded  to  abuse 
the  rights  of  all  Englishmen.  Finally.  Oliver 
Cromwell,  and  his  instrument  of  tyranny, 
the  New  Model  Army,  could  not  stand  even 
the  fifty-three.  They  were  dismissed,  and 
parliament  dissolved.  The  second  civil  war 
started.  Winston  Churchill,  in  his  History  of 
the  English-speaking  Peoples  phrases  it  so 
eloquently  when  he  says,  "The  story  of  the 
second  civil  war  is  short  and  simple.  The 
king,  the  lords  and  commons,  landlords  and 
merchants,  the  city  and  the  countryside,  the 
church,  the  Scottish  army,  the  Welsh 
people,  and  the  English  fleet  all  now  turned 
against  the  New  Model  Army.  The  army 
beat  the  lot.  And  at  their  head  was  Crom- 
well. ...  It  was  a  triumph  of  some  20,000 
resolute,  ruthless,  disciplined  military  fanat- 
ics over  all  that  England  ever  wished  or  ever 
willed." 

From  that  day  onward,  the  documents  of 
English  liberty  make  it  obvious  that  neither 
the  king  nor  parliament  were  to  abuse  Eng- 
lishmen. 

American  history  reveals  the  same  sorry 
examples.  Congress  or  the  President  can 
violate  our  liberties.  It  was  Congress  which 
first  passed  the  Alien  and  Sedition  Acts, 
clearly  violating  our  First  Amendment  liber- 
ties. It  was  President  Jackson  who  approved 
efforts  in  southern  states  to  prohibit  the  re- 
ceipt through  the  mail  of  abolitionist  tracts 
mailed  from  the  north.  It  was  Woodrow  Wil- 
son's attorney  general  who  lent  his  name  to 
the  infamous  "Palmer  red  raids"  in  which 
efforts  were  made  to  round  up  alleged  "red" 
sympathizers  in  1920.  It  was  I*resident 
Franklin  Roosevelt,  with  the  immediate 
concurrence  of  Congress,  who  authorized 
the  internment  of  native  bom  American 
citizens  of  Japanese  ancestory  in  World  War 
II.  It  was  a  Congress  that  abused  our  lil>er- 
ties  during  the  McCarthy  era  of  the  1950's. 
It  was  the  President  who  abused  our  liber- 
ties during  the  Watergate  era. 

If  history  has  taught  us  anything,  it  is 
that  there  is  no  foolproof,  safe  haven  which 
can  serve  as  the  repository  of  our  liberties. 
On  occasion.  Congress,  the  President  and 
even  the  courts  can  be  swept  away  by  the 
passion  of  the  moment. 

From  the  prospective  of  one  who  is  a  prac- 
ticing politician,  I  hope  we  always  will  re- 
member that  passion  can  obscure  judgment. 
We  should  remember  that  governing  offi- 
cials, in  dictatorships  and  democracies,  find 
it  easy  and  convenient  to  bend  to  transitory, 
popular  prejudices  which  would  subjugate 
individual  liberties.  Those  of  us  in  public 
office  should  always  remember  that  we  can 
never  err  enough  on  the  side  of  protecting 
individual  liberty  and  freedom.  We  who 
have  been  elected  to  a  position  of  public 
trust,  should  be  willing  at  all  costs  to  with- 
stand the  buffets  of  a  temporary  storm  that 
would  tranfunel,  or  even  extinguish,  our 
freedom  for  the  alleged  common  good. 

A  few  years  ago  we  celebrated  our  200th 
aimiversary  as  a  nation.  We  should  remem- 
ber that  we  celebrated  not  just  200  years  of 
American  liberty.  In  addition,  we  celebrated 
almost  800  years  of  Anglo-Saxon  history 
during  which  men  and  women  have  been 
tortured  and  imprisoned,  have  fought  and 
died  so  that  we  today  can  say  what  we  want. 
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do  what  we  want  and  be  what  we  want.  In 
short,  they  have  given  us  the  blessings  of 
political  liberty.  It  is  the  greatest  blessing 
anyone  could  ever  give  to  us.  All  I  ask  is 
that  you  cherish  it,  preserve  it,  and  protect 
it  and  pass  it  on  to  our  children  a  bit  more 
secure  than  we  received  it.« 


THE  U.S.  HEALTH  CARE 
REVOLUTION 

•  Mr.  SIMON.  Mr.  President.  I  would 
like  to  submit  for  the  Record  remarks 
made  by  Joseph  A.  Califano,  Jr.. 
former  siecretary  of  Health,  Education 
and  Welfare,  before  the  Economic 
Club  of  Detroit. 

He  addresses  issues  we  are  facing— 
and  sometimes  not  facing— during  this 
health  care  revolution.  How  are  we 
going  to  pay  for  the  increasing  cost  of 
health  care?  If  there  is  a  limited  pool 
of  resources,  who  will  receive  health 
care  services?  How  is  health  care  deliv- 
ery going  to  change  to  reflect  the  cur- 
rent population,  cost,  and  medical 
technology? 

Improved  medical  technology  has  re- 
shaped health  care,  but  it  has  also  cre- 
ated new  moral  dilemmas.  Because  of 
the  high  cost  of  the  technology,  we 
must  now  determine  who  will  have 
access  to  its  benefits.  The  escalating 
cost  of  medical  care  is  bringing  Ameri- 
cans face  to  face  with  the  prospect 
that  health  care  rationing  may  occur. 

Mr.  Califano  does  a  commendable 
job  of  describing  the  health  care 
changes  in  the  last  3  years  for  the 
Chrysler  Corp.  More  important,  he 
outlines  the  major  issues  to  be  consid- 
ered in  the  coming  years  on  health 
care  delivery  and  I  urge  my  colleagues 
to  read  his  thoughtful  observations  I 
do  not  agree  with  every  recommenda- 
tion he  makes,  but  he  is  facing  issues 
squarely  that  we  are  now  ducking. 

The  remarks  follow: 
America's  Health  Care  Revolution 
(Remarks  of  Joseph  A.  Califano.  Jr." ) 

A  revolution  in  the  American  way  of 
health  is  under  way,  and  it  is  likely  to  be  as 
far-reaching  as  any  economic  and  social  up- 
heaval we  have  known. 

At  stake  is  who  gets  how  much  money  out 
of  one  of  America's  top  three  industries, 
who  suffers  how  much  pain  how  long,  and 
who  gets  the  next  available  kidney,  liver,  or 
heart:  in  short,  who  lives,  who  dies,  and  who 
pays. 

The  revolutionary  forces  at  work  are  pro- 
found. Science  is  serving  up  incredible  bio- 
medical breakthroughs  that  hold  the  prom- 
ise of  remarkable  cures  and  the  threat  of 
unacceptable  costs.  The  graying  of  America 
presents  a  burgeoning  elderly  population, 
who  consume  the  most  expensive  high-tech 


'  Mr.  Califano  was  Secretary  of  Health.  Educa- 
tion and  Welfare  from  1977  to  1979.  and  President 
Lyndon  Johnson's  assistant  for  domestic  affairs 
from  1965  to  1969.  He  is  presently  senior  partner  in 
the  Washington  office  of  the  law  firm  of  Dewey. 
Ballantine.  Bushby.  Palmer  &  Wood,  and  chairman 
of  the  health  care  committees  of  Chrysler  Corpora- 
tion and  American  Can  Company.  His  most  recent 
book.  "Americas  Health  Care  Revolution:  Who 
Lives?  Who  Dies?  Who  Pays?."  was  published  by 
Random  House  last  month. 


medicine  and  who  already  strain  our  capac- 
ity to  provide  adequate  medical  and  nursing 
care.  In  law  and  religion,  our  judges,  ethi- 
cists  and  moral  theologians  are  confounded 
by  the  Pandora's  box  of  medical  discoveries 
that  insists  they  reexamine  questions  as 
fundamental  as  when  life  begins  and  ends. 

Fed  up  with  waste  and  inefficiency,  the 
biggest  buyers  of  health  care— governments, 
corporations  and  unions— are  changing  the 
way  doctors,  hospitals,  and  other  providers 
are  used  and  paid,  and  reshaping  financial 
incentives  that  encourage  patients  to  seek 
unnecessary  care. 

Guiding  this  revolution  is  a  delicate  and 
treacherous  business  because  there's  so 
much  of  value  to  preserve.  If  the  American 
health  care  colossus  has  become  far  too 
costly  and  mercenary,  the  American  way  of 
health  has  been  miraculous. 

The  miracles  are  everywhere  to  be  seen: 
vaccines  that  have  virtually  eliminated  most 
childhood  diseases:  the  high  technology  of 
microsurgery,  kidney  dialysis,  vital-organ 
transplants,  machines  that  scan  the  body 
and  the  brain  and  do  the  work  of  the  heart, 
pharmaceutical  inventions  to  remedy  every- 
thing from  headaches  and  depression  to  hy- 
pertension and  epilepsy.  We  have  conquered 
diseases  that  have  killed  millions  over  many 
centuries,  and  we  have  extended  life  expect- 
ancy beyond  the  wildest  predictions  of  just 
a  generation  ago. 

We  have  the  most  advanced  medical  tech- 
nology on  this  earth,  and  an  abundance  of 
superb  specialists  and  hospitals. 

But  the  soaring  cost  of  care  threatens  to 
deny  even  the  affluent  access  to  the  mir- 
acles we  have  come  to  expect  and  the  bil- 
lions we've  spent  have  not  given  millons  of 
uninsured  Americans  basic  health  care. 

Medicine's  high  priests,  the  doctors,  have 
said  once  too  often,  and  with  an  arrogance 
we  no  longer  accept,  that  only  they  know 
what  to  prescribe,  where  to  treat  us,  and 
how  they  should  be  paid. 

Corporations,  unions,  governors,  mayors 
legislatures,  every  president  since  Lyndon 
Johnson— all  the  institutions  or  r>eople 
speak  and  act  through— have  attacked  the 
profligacies  of  the  American  health  care  in- 
dustry. 

Examples  of  exorbitance  and  skewed 
values  abound:  a  75-year-old  man  dies  after 
less  than  seven  hours  of  emergency  surgery 
for  a  ruptured  aneruysm.  His  widow  gets 
bills  for  $23,000.  Another  widow  received  a 
bill  of  $250,000  for  her  husband's  five  and  a 
half  months  in  an  intensive  care  unit  bat- 
tling emphysema  that  killed  him.  A  Califor- 
nia man  spent  ten  days  in  a  hospital  for  a 
mild  heart  attack,  and  received  doctor  and 
hospital  bills  totaling  more  than  $25,000 
before  the  hospital  reluctantly  agreed  to 
transfer  him  to  a  Veterans  Administration 
facility  where  he  was  eligible  for  free  care. 

But  there  are  signals  of  change: 

Hospital  admissions,  lengths  of  stay,  and 
occupancy  rates  dropped  in  1984  and  again 
in  1985. 

Medicare,  once  predicted  to  go  bust  by  the 
end  of  this  decade,  looks  solvent  until  late 
in  the  next. 

Cigarette  consumption  has  gone  down. 

The  early  results  of  Americas  health  care 
revolution  make  it  clear  that  we  can  provide 
quality  health  care  to  all  at  a  reduced  cost. 
To  achieve  that  goal,  we  must  recognize 
that  the  revolution  is  just  beginning. 

Three  years  ago  at  this  Detroit  Economic 
Club  I  announced  Chrysler's  plans  to  con- 
trol health  care  costs.  I  said  we  would  work 
with  the  United  Auto  Workers,  our  employ- 
ees, and  the  hospitals  and  physicians  who 


serve  the  Chrysler  family,  to  change  the 
structure  of  a  health  care  system  that  had 
become  supplier-dominated  and  inefficient, 
and  was  not  delivering  the  best  possible  care 
to  our  employees. 

Today  I  can  announce  that  Chrysler  has 
saved  more  than  $100  million  in  health  care 
costs  since  that  effort  began  and  that  it  ex- 
pects to  save  at  least  another  $250  million— 
a  quarter  of  a  billion  dollars— over  the  next 
five  years.  Throughout  this  effort,  we  have 
provided  better  quality  care  for  our  employ- 
ees at  less  cost,  and  that's  something  we  will 
continue  to  do. 

We  have  achieved  these  remarkable  re- 
sults by  working  hand  in  hand  with  the 
United  Autoworkers.  Indeed,  the  contract 
we  signed  last  October  will  produce  savings 
in  our  total  health  care  bill  of  $130  million 
over  its  term. 

Chrysler  has  put  the  brakes  on  the 
growth  of  its  health  care  bill.  Year-to-year 
increases  in  employee  health  care  costs  have 
plunged  from  more  than  15  percent  in  both 
1981  and  1982  to  less  than  4  percent  in  1985. 
Even  with  tough  1985  targets.  Chrysler 
health  care  costs  were  $25  million  under 
budget.  For  1986,  although  our  new  pre- 
ferred providers  will  be  in  place  for  no  more 
than  half  the  year,  we  project  an  increase  of 
less  than  2  percent. 

We  have  cut  our  retiree  costs  from  a  20 
percent  increase  in  1982  to  a  small,  but  un- 
precedented reduction  in  1985.  For  1986,  de- 
spite the  23  percent  increase  in  Medicare  de- 
ductibles and  copayments,  which  we  pay 
dollar-for-dollar,  we  expect  to  hold  retiree 
cost  increases  to  less  than  3  percent.  With- 
out the  increase  in  Medicare  deductibles 
and  copayments,  Chrysler's  1986  costs  for 
retirees  would  be  less  than  its  1984  costs. 

We  have  been  able  to  achieve  these  sav- 
ings and  at  the  same  time  provide  better 
quality  care  to  our  employees  and  retirees. 
We've  substituted  just-as-effective  generic 
drugs  for  high-priced  brand  names,  estab- 
lished dental  health  maintenance  organiza- 
tions, mounted  health  promotion  programs 
with  financial  incentives— for  example 
charging  smokers  75  percent  more  than 
non-smokers  for  company  life  insurance— 
and  cut  over— and  misuse  of  podiatrists  and 
surgeons. 

The  big  bucks  have  come  from  our  move 
on  unnecessary  hospitalization. 

First,  we  changed  our  view  of  hospitals.  At 
Chrysler,  we  now  regard  them  as  institu- 
tions to  stay  out  of.  settings  of  last  resort, 
places  to  go  for  treatment  only  when  all  else 
fails. 

Second,  we  directly  confronted  hospitals 
with  high  profiles  of  unnecessary  admis- 
sions or  needlessly  extended  stays.  Let  me 
give  one  example. 

We  asked  a  team  of  physician  experts  to 
examine  our  Michigan  hospital  expenses  for 
non-surgical  low-back  pain  treatment.  They 
found  that  two-thirds  of  the  hospitaliza- 
tions at  the  eight  Detroit  area  hospitals 
with  the  most  admissions— and  85  percent  of 
the  total  hospital  days  (2.264  out  of  2.679 
days)— were  inappropriate.  In  fact,  three  of 
the  hospitals  audited  did  not  have  one 
single  appropriate  admission.  The  admis- 
sions, it  turned  out,  were  largely  for  bed 
rest,  which  is  both  safer  and  cheaper  at 
home. 

We  confronted  the  doctors  and  adminis- 
trators with  our  findings.  Initially  resistant, 
they  eventually  agreed  to  take  action.  The 
result:  in  the  first  6  months  following  our 
intervention,  the  eight  hospitals  reduced 
their  admissions  for  low-back  pain  by  64 
percent! 
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For  those  who  doubt  how  much  more 
there  is  to  be  done,  let  me  release  our  latest 
findings  on  lower  back  pain  admissions  from 
our  studies  at  other  Chrysler  locations. 
These  new  audits  by  our  physicians  expose 
widespread  unjustified  hospitalization  in 
low  back  pain  cases. 

In  St.  Louis  72  percent  of  the  audited  ad- 
missions and  90  percent  of  the  hospital  days 
were  inappropriate: 

In  Indiana  66  percent  of  the  admissions 
and  87  percent  of  the  hospital  days  were  in- 
appropriate. 

In  Delaware  34  percent  of  the  admissions 
and  68  percent  of  the  hospital  days  were  in- 
appropriate. 

Needless  to  say.  we  are  going  to  confront 
the  offending  hospitals  and  physicians. 

Third— and  of  critical  importance— we  in- 
stituted a  prescreening  program  for  hospi- 
talization. Chrysler  will  not  pay  for  hospi- 
talization in  non-emergency,  non-matemity 
cases  unless  the  need  for  admission  is  con- 
firmed in  advance  by  a  second,  independent, 
medical  opinion.  Where  hospitalization  is 
warranted,  a  specific  number  of  days  for  re- 
imbursement is  approved  before  admission. 
If  the  admitting  physician  believes  the  stay 
should  be  extended  beyond  that  period,  he 
must  go  to  Blue  Cross  in  advance,  explain 
why.  and  get  approval. 

This  year  we  are  introducing  a  major  spe- 
cialized preferred  provider  initiative.  Chrys- 
ler will  fully  pay  a  number  of  benefits  only 
if  delivered  through  preferred  providers 
that  Chrysler  contracts  with.  These  benefits 
include  vision  care  and  podiatry  services. 
Employees  and  their  doctors  will  have  a 
strong  financial  incentive  to  use  these  pro- 
viders; going  to  others  will  require  employ- 
ees to  make  substantial  copayments.  A  joint 
Chrysler-UAW  committee  has  begun  work 
to  explore  the  creation  of  additional  pre- 
ferred providers— for  substance  abuse,  psy- 
chiatric services,  outpatient  radiology,  and 
medical  equipment. 

Moreover,  we  are  contracting  with  the 
lowest  responsible  bidder  to  provide  outpa- 
tient laboratory  tests  to  our  employees. 
Chrysler  will  only  pay  full  cost  for  such 
tests  if  they  are  performed  by  that  laborato- 
ry. We  expect  savings  from  the  laboratory 
and  podiatry  programs  to  exceed  $3  million 
each  in  the  first  full  year.  We  expect  to  es- 
tablish similar  arrangements  for  prescrip- 
tion drugs. 

These  preferred  providers  are  a  win/win 
situation  for  Chrysler  and  its  employees. 
The  company's  costs  go  down  and  the  em- 
ployee gets  better  care  with  lower  copay- 
ments. We  expect,  for  example,  that  our 
prescription  drug  program  will  reduce  em- 
ployee copayments  by  at  least  40  percent 
and  still  give  Chrysler  significant  savings. 

These  are  substantial  achievements  for 
Chrysler,  and  other  companies— notably 
General  Motors  and  Ford— are  also  taking 
giant  steps  to  provide  employees  better 
quality  care  at  less  cost.  But  we  must  not  let 
self-congratulation  weaken  our  vigilence. 
The  toughest  work  of  America's  health  care 
revolution  lies  ahead.  There's  a  job  for  each 
of  us. 
What  remains  to  be  done? 
We  should  promptly  eliminate  at  least 
400.000  uimecessary  hospital  beds. 

Within  10  years  we  will  need  only  half  the 
hospital  beds  we  have  today. 

Closing  hospitals  is  hard  labor.  Everyone 
admits  we  have  too  many  hospital  t>eds  in 
America— they're  just  all  in  someone  else's 
town,  city,  or  neighborhood.  Even  with  De- 
troit's occupancy  rate  down  to  less  than  70 
percent  and  expected  to  drop  further,  a  new 


hospital  has  just  opened  on  the  east  side 
and  another  one  is  under  construction— at  a 
time  when  the  metropolitan  area  should  be 
embarking  on  a  program  to  close  down  at 
least  5,000  of  its  20.000  beds  within  five 
years. 

The  desirability  of  reducing  the  number 
of  hospital  beds  and  consolidating  facilities 
is  not  limited  to  cost  savings.  Concentration 
of  surgical  procedures  in  fewer  hospitals 
will  mean  better  medical  care.  Patients  are 
more  likely  to  die  in  hospitals  where  fewer 
operations  are  performed.  A  patient  is  seven 
times  more  likely  to  die  during  a  coronary 
by-pass  operation  in  a  hospital  that  per- 
forms only  100  such  operations  a  year  than 
in  a  hospital  that  performs  350.  No  patient 
in  Detroit— or  any  city— should  go  to  a  hos- 
pital without  asking  how  often  that  hospital 
treats  the  ailment  for  which  he  or  she  is 
being  admitted. 

We  must  reduce  extreme  and  unwarrant- 
ed variations  in  the  practice  of  medicine. 

A  1984  Massachusetts  survey  of  surgery 
rates  revealed  startling  variations  in  medical 
practice:  if  you  lived  in  Hingham  in  1984. 
you  were  four  times  more  likely  to  have 
your  gall  bladder  removed  than  if  you  lived 
in  Holyoke  and  had  the  same  symptoms. 
Residents  of  Fairhaven.  Pitchburg.  and  Pra- 
mingham  are  fifteen  times  more  likely  to 
have  tonsillectomies  than  people  living  in 
other  Bay  State  areas  where  antibiotics  are 
used  to  treat  tonsillitis. 

A  recent  study  of  4.4  million  Medicare 
beneficiaries  living  in  13  major  regions, 
from  Philadelphia  to  southern  California, 
revealed  that  the  erratic  practice  of  medi- 
cine is  a  national  phenomenon.  Researchers 
found  that,  for  67  of  the  123  medical  and 
surgical  procedures  studied— more  than 
half— residents  of  the  areas  with  the  high- 
est rates  were  at  least  three  times  as  likely 
to  be  treated  as  those  in  areas  with  the 
lowest  rates.  If  you  lived  in  the  areas  with 
the  highest  rates,  for  the  same  symptoms, 
you  were  11  times  more  likely  to  get  a  hip 
operation.  6  times  more  likely  to  have  a 
knee  replaced,  3  times  more  likely  to  have 
coronary  bypass  surgery,  5  times  more  likely 
to  get  a  skin  biopsy,  and  26  times  more 
likely  to  receive  hemorrhoid  injections.  And 
these  stunning  variations  had  no  apparent 
relationship  to  health  status. 

For  the  same  symptoms,  the  rate  of  major 
cardiovascular  surgery  is  twice  as  high  in 
Des  Moines  as  in  Iowa  City.  And  while  the 
incidence  of  heart  attack  is  the  same  in  Palo 
Alto  and  North  San  Diego.  North  San 
Diego's  rate  of  cardiovascular  surgery  is  66 
percent  higher. 

Adoption  of  more  conservative  surgical 
and  medical  practice  styles  by  doctors  could 
easily  produce  a  40  percent  reduction  in 
money  spent  for  hospitalization  alone— a 
savings  of  more  than  $60  billion  a  year. 

We  need  to  strengthen  quality  and  nour- 
ish competition  by  giving  individual  and  cor- 
Ijorate  purchasers  the  information  they 
need  to  make  intelligent  health  care 
choices. 

Central  to  a  free  market  with  few  controls 
and  a  variety  of  payment  systems  for  physi- 
cians, hospitals,  and  other  suppliers  is  an  in- 
formed purchase  of  medical  services. 

It  is  imperative  to  get  lots  of  information 
out:  what  hospitals  and  doctors  charge,  how 
successful  they  are  in  handling  different 
types  of  patients,  what  kinds  of  diseases 
they  treat  most  frequently,  how  often  they 
use  drugs  or  resort  to  surgery. 

We  need  to  loosen  the  hammerlock  mo- 
nopoly of  doctors  over  the  practice  of  medi- 
cine. 


Medical  technology  makes  it  possible  to 
provide  in  the  home  and  the  doctor's  office 
diagnosis  and  treatment,  like  chemothera- 
py, dialysis  and  intravenous  therapies  and 
feeding,  that  once  could  only  be  delivered  in 
a  hospital.  Today  nurses  can  perform  a  host 
of  tasks  once  reserved  for  doctors,  such  as 
examining,  diagnosing  and  treating  many 
wounds  and  sprains  and  common  respirato- 
ry ailments.  Early  results  of  a  Memorial 
Sloan-Kettering  program  indicate  that 
many  cancer  patients  can  be  treated  just  as 
effectively  on  an  outpatient  basis  as  in  the 
hospital. 

The  physical  monopoly  over  the  practice 
of  medicine  should  be  eased  to  reflect  the 
realities  of  modem  technology,  reduce  medi- 
cal featherbedding.  eliminate  obsolete  work 
rules  and  allow  paraprofessionals  to  provide 
many  medical  services  just  as  competently 
and  far  less  expensively.  Government  and 
private  insurance  programs  should  be  tilted 
more  toward  care  in  the  home  and  doctor's 
office. 

We  need  to  overhaul  our  medical  malprac- 
tice system. 

The  cost  of  malpractice  insurance  is  paid 
not  by  doctors  and  hospitals  but  by  all  of  us 
as  taxpayers  and  patients,  and  in  1984  it 
came  to  $4  billion  of  our  health  care  bill— to 
say  nothing  of  the  billions  of  dollars  we  paid 
for  unnecessary  tests  ordered  by  doctors  an- 
ticipating lawsuits. 

States  should  limit  the  amount  of  recov- 
ery to  modest  payment  for  pain  and  suffer- 
ing, and  largely  link  damages  to  costs  of 
health  care,  replacing  loss  of  income  due  to 
inability  to  work,  and  disability  costs.  Con- 
tingent legal  fees  should  be  sharply  re- 
duced. 

Malpractice  itself  needs  to  be  redefined. 
The  tests  doctors  truly  need  to  diagnose  and 
treat  their  patients  should  be  sufficient  for 
their  lawyers  to  prevail  in  the  courtroom. 

For  doctors,  reform  of  malpractice  laws 
begins  at  home,  with  reform  of  their  own 
medical  discipline  systems.  Professional 
medical  disciplinary  systems  are  too  often 
not  doing  their  job.  In  1984  state  medical 
boards  in  Nevada.  Utah,  Oregon,  and  Missis- 
sippi each  disciplined  more  than  one  physi- 
cian out  of  every  hundred.  But  boards  in 
New  York.  Massachusetts,  Nebraska, 
Hawaii,  and  the  District  of  Columbia  disci- 
plined fewer  than  one  per  thousand. 

We  need  to  devise  and  adopt  case  manage- 
ment systems  to  cope  with  high  cost  cases. 

Preliminary  analysis  of  Chrysler's  1984 
health  care  data  indicates  that  3.4  percent 
of  Chrysler's  insured  accounted  for  43.5  per- 
cent of  the  company's  hospital  payments. 
Our  review  of  these  high  cost  cases  reveals 
that  they  are  often  life-style  related  dis- 
eases and  that  millions  of  dollars  were 
wasted— and  ineffective  care  provided— be- 
cause no  one  was  managing  the  care  of 
these  patients  and  aggressively  pressing 
them  to  change  their  lifestyles,  and  because 
there  was  insufficient  flexibility  in  the  ben- 
efits package.  For  example,  some  patients 
who  could  have  been  more  humanely  and 
inexpensively  treated  at  home  were  kept  in 
the  hospital  because  the  benefit  package 
provided  only  limited  home  care  services. 

As  a  result.  Chrysler  and  the  United  Auto 
Workers  have  agreed  to  develop  a  system  to 
l)etter  manage  the  care  of  patients.  Our  ob- 
jective is  to  provide  higher  quality  care  at 
far  less  cost.  In  adopting  case  management 
systems,  we  will  be  insensitive  to  potential 
privacy  issues  and  avoid  an  intrusive  ap- 
proach. 

We  need  to  adopt  sophisticated  health 
promotion  programs. 
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Each  of  us  can  do  more  for  our  own 
health  than  any  doctor,  any  hospital,  any 
machine,  or  any  drug. 

Heart  disease  is  America's  number-one 
killer.  Daily  newspapers  and  television  give 
the  impression  that  coronary  bypass  sur- 
gery, modem,  cardiopulmonary  techniques, 
miracle  hypertension  pills,  human  heart 
transplants,  and  in  the  future,  smimal  and 
artificial  heart  transplants  are  the  way  to 
battle  heart  disease. 

Right? 

Couldn't  be  more  wrong. 

Since  1970  our  nation  has  experienced  a 
dramatic  25  percent  decline  in  deaths  from 
coronary  heart  disease.  The  major  reasons? 
Improved  eating  habits— the  reduction  in 
cholesterol— accounted  for  almost  one-third 
of  the  drop.  The  decline  in  cigarette  smok- 
ing was  responsible  for  another  quarter.  In- 
dividuals, by  changing  personal  habits,  were 
responsible  for  more  than  half  the  decline 
in  deaths  from  heart  disease.  In  contrast, 
coronary  care  units  recounted  for  only  13 
percent;  cardiopulmonary  resuscitation,  4 
percent;  bypass  surgery.  3  percent;  and  the 
widely  used  hypertension  pills  only  9  per- 
cent. 

Virtually  all  factors  that  substantially  in- 
crease likelihood  of  heart  disease  are  within 
the  patient's,  not  the  doctor's  control:  smok- 
ing, alcohol  and  drug  abuse,  a  high-choles- 
terol diet,  obesity,  lack  of  exercise,  stress. 

British  Prime  Minister  Winston  Churchill 
put  it  characteristically  well  on  a  visit  to  his 
personal  physician  because  of  headaches, 
wheezing,  aches,  pains,  and  shortness  of 
breath.  "You've  got  to  stop  smoking  a  dozen 
cigars  a  day  and  staying  up  half  the  night 
drinking  a  bottle  of  cognac. "  his  doctor  ad- 
monished. "If  I  wanted  to  do  that. "  Church- 
ill shot  back,  "I  wouldn't  need  you." 

.'n  a  free  country,  pursuit  of  a  healthy 
lifestyle  is  voluntary.  But  we  can  certainly 
take  a  host  of  actions  to  encourage  Ameri- 
cans to  choose  wisely,  and  to  bear  the  cost 
when  they  don't. 

Business  is  just  beginning  to  wake  up  to 
its  potential  for  creating  a  healthy  America. 
One  of  the  most  ambitious  efforts  is  John- 
son &  Johnson's  Live  for  Life  program. 
Started  in  1979,  the  program  now  involves 
30,000  employees  at  50  locations  in  the 
United  States,  Puerto  Rico,  and  Europe. 

Johnson  &,  Johnson  reports  these  early 
results: 

25  percent  of  all  employees  who  smoked  in 
1980  had  stopped  by  1982;  40  percent  of  the 
smokers  in  the  program  had  stopped. 

The  average  heart  efficiency  of  all  em- 
ployees increased  1 1  percent  over  a  two-year 
period— more  than  halfway  toward  the  20 
percent  maximum  increase  any  individual 
can  achieve. 

The  average  blood  pressure  of  all  employ- 
ees dropped  by  three  points. 

Hospital  costs  plummeted  35  percent. 

Absenteeism  went  down  20  percent. 

In  the  sixth  year,  savings  per  employee 
reached  three  times  costs. 

Finally,  we  need  to  continue  our  efforts  as 
purchasers  of  health  care  to  negotiate  hard 
for  the  best  quality  care  at  the  lowest  possi- 
ble price. 

There  is  plenty  more  fat  to  be  eliminated. 
Hospital  profits  hit  record  levels  in  1984  and 
1985  profit  margins  were  even  higher.  Medi- 
cal care  inflation  in  1985  was  double  that  of 
the  economy  as  a  whole. 

At  Chrysler,  we're  proud  of  our  efforts  to 
hold  down  health  care  costs  over  the  last 
three  years,  but  we're  not  standing  still. 
We're  proving  that  action  by  health  care 
purchasers  can  pay  off  in  a  big  way  in  lower 


costs  and  better  care,  and  we're  convinced 
we've  just  scratched  the  surface  of  the  sav- 
ings potential. 

Our  next  major  move  will  be  on  Medicare 
costs.  We  have  been  analyzing  these  costs 
for  the  past  two  years  and  we  are  convinced 
that  we  can  stem  their  rise  and  provide 
better  health  care,  at  least  for  our  own  re- 
tirees, by  integrating  the  delivery  of  Medi- 
care benefits  into  our  own  far  more  efficient 
health  care  system.  We  think  there  is  a 
better  way  to  provide  the  very  best  in 
health  care  for  our  retirees  who  are  eligible 
for  Medicare,  a  way  which  can  set  an  exam- 
ple for  corporations  that  employ  millions  of 
other  beneficiaries. 

Over  the  past  two  years  Medicare  has  con- 
tracted with  health  maintenance  organiza- 
tions to  provide  benefits  to  eligible  mem- 
bers. The  HMOs  agree  to  provide  all  Medi- 
care benefits  to  a  patient  for  95  percent  of 
the  average  annual  fees  Medicare  would 
otherwise  expect  to  pay  fees-for-service  doc- 
tors and  hospitals.  If  costs  exceed  95  per- 
cent, the  HMO  absorbs  them;  if  costs  are 
less,  the  HMO  passes  the  difference  on  to 
its  members  in  lower  premiums  or  addition- 
al benefits. 

Chrysler  wants  to  make  a  similar  arrange- 
ment with  Medicare.  We  are  prepared  to 
provide  all  Medicare  benefits  for  eligible  re- 
tirees for  95  percent  of  the  average  cost  to 
Medicare.  The  company  would  put  itself  at 
risk,  paying  anything  above  95  percent  and 
keeping  anything  below  95  percent.  With  a 
Medicare  budget  that  will  soon  hit  $100  bil- 
lion, the  potential  savings  for  taxpayers 
from  this  and  similar  efforts  by  companies 
and  unions  can  be  measured  in  billions,  not 
just  millions,  of  dollars. 

We  are  exploring  this  idea  with  the 
United  Auto  Workers.  We  are  prepared  to 
do  it  with  the  UAW  ourselves,  but  we  know 
other  companies,  particularly  General 
Motors,  have  similar  interests  and  we  think 
a  joint  program  would  be  desirable.  I  called 
Secretary  of  Health  and  Human  Services 
Otis  Owen  last  week  to  tell  him  about  this 
and  he  is  interested  in  exploring  the  idea 
with  us.  I  believe  this  presents  an  exciting 
and  effective  way  for  the  private  and  public 
sectors  in  a  partnership  to  provide  better 
quality  care  at  lower  cost  to  American  tax- 
payers. 

Hard-nosed  bargaining  by  business  and 
governments  and  competition  among  pro- 
viders will  bring  down  costs  and  give  us  a 
system  efficient  enough  to  provide  quality 
care  for  all  at  a  reasonable  cost.  But  pres- 
sures of  vigorous  competition  leave  little 
space  to  provide  Robin  Hood  care  for  the  el- 
derly, the  poor  and  the  unemployed— even 
by  well-intentioned  cost-shifting.  In  such  an 
environment,  government  must  protect  the 
vulnerable,  and  assure  them  access  to  medi- 
cal services,  or  they  will  be  squeezed  out  of 
the  health  care  system. 

What  a  tragedy  it  would  be,  if  we  finally 
got  a  health  care  system  efficient  enough  to 
enable  us  to  provide  high  quality  care  to  all 
our  citizens,  and  we  failed  to  fulfill  this  obli- 
gation in  social  justice! 

Whether  we're  smart  enough  and  disci- 
plined enough  to  do  that  may  well  deter- 
mine whether  there  is  a  first-class  health 
care  system  for  our  children.  And  time  is 
short. 

America  is  at  the  dawn  of  the  first  four- 
generation  society  in  the  history  of  the 
world.  That  dawn  can  be  the  start  of  a  bril- 
liant era  in  which  great-grandparents  pass 
on  a  rich,  living  inheritance  of  love  and 
wisdom  to  their  great-grandchildren,  or  it 
can  be  the  start  of  a  frightening  era  of 
death  control. 


Which  era  dawns  will  depend  on  our 
moral  values  and  compassion,  and  in  large 
measure  on  our  ability  to  create  an  efficient 
health  care  delivery  system,  with  its  atten- 
tion turned  to  keeping  people  well. 

As  the  twentieth  century  makes  way  for 
the  twenty-first,  we  will  become  a  society  in 
which  it  will  be  common  to  have  two  gen- 
erations of  the  same  family  in  retirement, 
on  social  security,  on  Medicare,  receiving 
nursing  care. 

The  implications  of  this  demographic 
transformation  are  stunning  in  every  aspect: 
voting  patterns,  shifts  of  political  power,  de- 
mands on  economic  resources  and  social 
service  systems,  housing,  income  redistribu- 
tion. But,  nowhere  is  the  aging  of  America 
more  freighted  with  opportunity  and  danger 
than  in  the  area  of  health  care. 

The  issues  of  who  lives  and  who  dies,  and 
at  what  cost,  are  complex  and  confounding. 
The  omnivorous  appetite  of  health  care  for 
our  financial  resources  adds  an  urgency  that 
demands  action,  under  threat  that  our  soci- 
ety will  be  torn  apart  by  a  debate  over  death 
control  that  will  make  the  debate  over  abor- 
tion seem  like  genteel  tea-party  chatter. 
Unlike  fetuses,  the  old  can  speak  and  vote 
for  themselves. 

Today,  12  percent  of  our  population  is  65 
or  older.  When  the  baby  boom  ripens  into 
the  senior  boom  in  the  first  quarter  of  the 
next  century,  some  20  percent  of  our  popu- 
lation—about 60  million  Americans— will  be 
65  or  older. 

And  the  composition  of  our  older  citizens 
is  changing.  Those  who  now  live  to  be  65 
have  a  life  expectancy  of  82.  By  the  end  of 
this  century,  almost  50  percent  of  those 
over  65  will  be  75  or  older. 

The  effect  of  the  aging  of  our  population 
on  health  care  costs  is  sobering.  We've  all 
followed  the  Perils-of-Pauline  saga  of  Medi- 
care's trust  fund.  But,  few  Americans  have 
even  begun  to  think  about  the  unfunded 
health  care  liabilities  of  our  nation— which 
for  the  Fortune  500  alone  exceed  their 
assets. 

We  must  create  an  efficient  health  care 
delivery  system. 

The  stark  alternative  is  a  terrifying  triage 
for  the  American  people.  In  "The  Painful 
Prescription,"  a  book  published  by  Brook- 
ings, the  authors  argue  persuasively  that, 
like  Great  Britain,  we  will  soon  ration 
health  care  in  our  country. 

We  always  have  had  rationing,  of  course, 
related  to  individual  economic  wealth.  But, 
with  Medicare,  the  government  becomes  the 
rationer  of  health  care  for  those  who  use 
and  need  the  acute  care  system  most. 

Bluntly  put.  Uncle  Sam  will  soon  be  play- 
ing King  Solomon  with  your  father  and 
mother,  and  mine,  and  with  you  and  me. 

We  face  a  frightening  specter  in  our 
nation  as  medical  technology  and  spiraling 
costs  combine  to  blur  the  lines  in  hospital 
rooms  among  natural  death,  euthahasia. 
suicide  and  murder. 

Without  the  most  energetic  pursuit  of  ef- 
ficiencies, we  will  soon  face  a  world  in  which 
there  is  no  kidney  dialysis  for  people  over 
55.  no  hip  operations  (or  artificial  hips)  for 
.  those  over  65,  a  world  in  which  eligibility 
for  expensive  anti-cancer  therapy  will  be 
based  on  statistical  assessments  of  success, 
and  key  organ  transplants  will  be  severely 
limited  to  special  cases  of  virtually  certain 
recovery— all  as  defined  in  pages  and  pages 
of  government  regulations.  In  other  words, 
unless  we  act,  we  will  soon  face  a  world  of 
bureaucratic  death  control. 

What  kind  of  vision  for  the  future  is  that? 
It's  not  a  very  pleasant  one.  But.  in  Great 


71-059  0-87-25(Pt  IB) 


25862 


Britain,   that   future   is   now 
about  what  they  do  today. 

We  in  America  are  fortunate  because  we 
still  have  time  to  avoid  that  fate.  We  can 
learn  from  Britain's  experience.  We  have  a 
far  more  productive  society.  We  can  well 
afford  to  provide  quality  medical  care  to  all. 
But  we  must  have  a  health  care  system 
which  eliminates  inefficiencies  and  reduces 
the  cost  of  care  for  our  society  as  a  whole. 

The  central  fact  about  health  care  and 
costs  in  America  is  that  we  can  do  some- 
thing about  them.  We  can't  create  heaven 
on  earth,  but  we  have  the  capacity  to  pro- 
vide quality  care  for  all  at  reasonable  cost. 
We  can  shape  a  competitive  system  of  excel- 
lence, and  motivate  doctors  and  hospitals  to 
provide  less  expensive  care,  and  patients  to 
stay  healthy.  We  have  the  moral  depth  and 
Judeo-Christian  roots  to  face  the  bewilder- 
ing ethical  issues  our  scientists  pose  with 
their  ingenious  inventions. 

Our  fate  is  in  our  hands.  The  uncertain- 
ties are  not  in  knowing  what  to  do,  not  in 
science,  not  in  economics.  The  uncertainties 
lie  in  our  ability  to  discipline  ourselves  and 
our  individual  and  collective  wills  to  act 
with  courage  and  compassion. 

A  health  care  system  as  efficient  and  fair 
as  it  is  miraculous  is  at  long  last  within  our 
reach,  if  we  have  the  daring  and  persistence 
to  finish  the  health  care  revolution. 

Who  lives?  Who  dies?  Who  pays? 

That's  up  to  you.* 
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BUDGET  SCOREKEEPING 
REPORT 

•  Mr.  DOMENICI.  Mr.  President,  I 
hereby  submit  to  the  Senate  a  revised 
budget  scorekeeping  report  for  this 
week,  prepared  by  the  Congressional 
Budget  Office  in  response  to  section 
308(b)  of  the  Congressional  Budget 
Act  of  1974,  as  amended.  This  report 
also  serves  as  the  scorekeeping  report 
for  the  purposes  of  section  311  of  the 
Budget  Act. 

The  report  follows: 

U.S.  Congress, 
Congressional  Budget  Office, 
Washington.  DC.  September  24,  1986. 
Hon.  Pete  V.  Domenici. 
Chairman.  Committee  on  the  Budget, 
U.S.  Senate.  Washington.  DC. 

Dear  Mr.  Chairman:  The  attached  report 
shows  the  effects  of  congressional  action  on 
the  budget  for  fiscal  years  1986  and  1987. 
The  estimated  totals  of  budget  authority, 
outlays,  and  revenues  for  each  fiscal  year 
are  compared  to  the  appropriate  or  recom- 
mended levels  contained  in  the  most  recent 
budget  resolutions.  Senate  Concurrent  Res- 
olution 32  for  fiscal  year  1986,  and.  Senate 
Concurrent  Resolution  120  for  fiscal  year 
1987.  This  report  meets  the  requirements 
for  Senate  scorekeeping  of  section  5  of 
Senate  Concurrent  Resolution  32  and  is  cur- 
rent through  September  23.  1986.  The 
report  is  submitted  under  section  308(b)  and 
in  aid  of  section  311  of  the  Congressional 
Budget  Act,  as  amended. 

Since  my  last  report  it  has  been  deter- 
mined that  the  Federal  Government  will  re- 
ceive in  1987  its  share  of  the  Louisiana 
Outer  Continental  Shelf  escrow  funds  that 
were  ordered  to  be  paid  by  the  Consolidated 
Omnibus  Reconciliation  Act  of  1985  (Public 
Law  99-272).  These  receipts  were  assumed 
in  the  1987  budget  resolution.  Senate  Con- 
current Resolution  120.  This  changes 
budget  authority  and  outlays. 


With  best  wishes. 
Sincerely, 


Rudolph  G.  Penner. 
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FISCAL  YEAR  1986,  SUPPORTING  DETAIL  FOR  CBO  WEEKLY 
SCOREKEEPING  REPORT,  U.S.  SENATE,  99TH  CONGRESS, 
2D  SESSION,  AS  OF  SEPTEMBER  23,  1986-Continued 

[In  millmis  ol  dollars| 


Budget 
autlnnty 


Outlays 


Rncmies 


level' 


Budget 

resoluliwi 

(S  Con  Res  32) 


Current 

ie»etf/ 


resolu 

tKW 


Fiscal  year  1986 

Budget  autlwnly _ 1JU.0 


Outlays 

Revenues         

Debt  subject  to  IMVI 
Fiscal  year  198' 

Budget  aullnnlif 

Outlays        

Revenues 


Detit  subiecl  to  limit 
Direct  loan  oCligations 
Guaranteed  loan  commitments 


ma 

778.5 
2.0947 

iM.I 

mi 

S4S.( 

2.094  7 
204 
33  1 


1.069  7 

967  6 

795  7 

'  2,078  7 

1,093  4 
9950 
852  4 
'2,322  8 
34  6 
100  8 


-16  7 
124 

-17  2 
160 

-459  3 
259  9 
-68 
-2281 
-14  1 
-  67  7 


V  Entitlement  authority  and  other 
mandatory  items  requiring  fui- 
llier  approfwaition  action 
Compact  of  tree  association 
Special  benefits  (Federal  em- 
ployees)   

Family  social  services 

Payment  to  civil  serwee  re- 
tirement I       


14 
100 


14 
75 


Total  efltitlemeiits  

Total  current  level  as  of 
Septefflber  23,  1986 
1986  budget  resolution  (S.  Con 


Amount  remaining 

Over  budget  resolution  ,.. 
Under  budget  resolution 


(37) 

(37) 

118 

93 

1,053,024 
1.069,700 

980.012 
967.600 

7'8.469 
795,700 

12.412  . 

16.676 

17.231 

'  The  currrcnt  level  represents  the  estimated  revenue  and  direct  spending 
effects  (budget  authority  and  outlays)  of  all  legislation  thai  Congress  has 
enacted  m  this  or  previous  sessions  or  sent  lo  the  President  for  his  approval 
In  addition,  estimates  are  included  ol  the  direct  spending  effects  for  all 
entillemeni  or  other  programs  requiring  annual  appropriations  under  current  law 
even  though  Ihe  appropriations  have  not  been  made  The  current  level  of  debt 
subiect  lo  limit  reflects  Ihe  latest  US  Treasury  information  on  puWic  debt 
transactions 

'  The  current  statutory  debt  limit  is  $2,111  0  Mlion 
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|ln  millions  of  dollars] 


'  Interfund  trartsactwos  do  not  add  to  budget  totals 
Note  —Numbers  may  not  add  due  to  rounding 

FISCAL  YEAR  1987,  SUPPORTING  DETAIL  FOR  CBO  WEEKLY 
SCOREKEEPING  REPORT,  U.S.  SENATE,  99TH  CONGRESS, 
2D  SESSION,  AS  OF  SEPTEMBER  23, 1986 

|ln  millions  ol  dollars| 


Budget 
authoriN 


Outlays 


Revenues 


authority 


Outlays 


Revenues 


Enacted  in  previous  sessions 

Revenues  

Permanent       appropriations 

and  trust  tunife      733.558         64/.692 

Other  appropriations     195.861 


843.799 


Offsetting  receipts 


-165.990 


- 165.990 


Enacted  in  previous  sessions 
Revenues 
Permaneni       appropriations 

and  trust  lunos 
Other  appropriations 
Oftestting  receipts 

Total  enacted  m  previous 
sessions  ,       . 

Enacted  this  session 

Commodity  Credit  Corpora- 
tion  urgent  supplemenlal 
appropriation.  1986 

(Public  Law  99-243) 

Federal  Employees  Benefits 
Improvement  Act  of  1986 
(Public  Uw  99  251)       ,, 

VA  home  loan  guarantee 
amendments  (PuWic  Law 
99  2551  

Omnibus  Budgtt  Reconcilia- 
tion Act  of  1985  (PuWic 
law  99-272) 

Department  of  Agricullure 
urgent  supfwmental. 
1986  (Public  Law  99- 
263) 

Advance  to  hazardous  sub- 
stance response  trust 
fund  (Public  Law  99- 
270) 

FHA  and  GNMA  Credil  Com 
milmeni  Assistance  Act 
(Public  Law  99  289) 

federal  Employees  Retlr^ 
ment  Act  of  1986  (Pubic 
Law  99-335) 

Temporary  exlenswi  of  cer 
fain  housing  programs 
(PutlK  Law  99-345)      . . 

Military  Retirement  Reform 
Act  (Public  Law  99-348) 

Urgent  supplemental  appro- 
priations, 1986  (Public 
Law  99-349) 

Panama  Canal  Commission 
Authorizing  Act  ( Public 
Law  99-368) 

Total 


777.794 


Total  enacted  in  prevnus 
sessions 


567.568 


677,563 


843.799 


723,461 

525.778 

-  188.561 


629  77? 

y^M;  II  Enacted  this  session 


188.561 


1.060.679 


986.159 


777,794 


-  4.259 


6.001 


765 


-310 


-304 


3,508 


475 


7.773 


-6.240 


675 


Federal  Employees  Benefits 
Improvement  Act  of  1986 
iPuWic  Law  99-251)       .. 

Technical  Corrections 

Amends  to  Food  Security 
Act  (Public  Law  99-253) 

VA  home  loan  guarantee 
amendments  (Public  Law 
99-255)  

Food  Security  Improvements 
Act  of  1986  (Public  Law 
39-260)         

White  Earth  Reservation 
Land   Settlemenl   Act  of 

1985  (Public  Law  99- 
264)       

Consolidated  Omnibus  Budget 
Reconciliation     Act     ol 

1986  (Public  Law  99- 
272)  

FHA  and  GNMA  Credit  Com- 
mitment Assistance  Act 
(PuWic  Law  99-289)  

Federal  Employees  Retire- 
ment System  Act  of  1986 
(Public  Law  99-335)  

ludicial  Improvements  Act 
(Public  Law  99-336) 

Temporary  citension  of  cer- 
tain housing  programs 
(Public  Law  99-345)    

Military  Retirement  Reform 
Act  (Public  law  99-348) 

Urgent  suppleinental  appro- 
priatnns,  1986  (Public 
Law  99-349) 

Panama  Canal  Commission 
Authorizing  Act  (Public 
Law  99-368) 

Omnibus  Diplomatic  Security 
and  Anil  Terrorism 
Attack  Act  (PuMc  law 
99-399) 

Children's  lustict  and  Assist- 
ance Act  (PiMc  IM 
99-401)  


-115 


155 


-150 
2 


-115 


-  3.553 


-178 


-1.S70 


2,503 


-eee 


-47 


-278 


-85 
146 

-914 


III  Continuing  resolution  authority  , 

IV  Conference  agreements  ratified 
by  both  Houses  


Total  enacted  tills  session. 
III.  Continuing  resolution  authority. . 


-362 


-6.254 


1,837 


UMI 


September  21  1986 
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ays 

Revenues 

? 

14 

75 

(17) 

91 

1,012 
.600 

7^8.469 
795,700 

'417 

17,231 

843.799 


1.837 


FISCAL  YEAR  1987,  SUPPORTING  DETAIL  FOR  CBO  WEEKLY  that    I    place    in    the    Congressional 

SCOREKEEPING  REPORT,  US.  SENATE,  99TH  CONGRESS,  Record  notices  of  Senate  employees 

2D  SESSION,  AS  OF  SEPTEMBER  23,  1986-Continued  who  participate  in  programs,  the  prin- 

„    „     ,^,  cipal  objective  of  which  is  educational, 

In  millions  ol  dollars  j  ■_  .c        ■  .,. 

sponsored  by  a  foreign  government  or 

^"^       Outlays      Revenues      *  foreign  educational  or  charitable  or- 

^""^'"^ IJ^    ganization  involving  travel  to  a  foreign 

country  paid  for  by  that  foreign  gov- 
ernment or  organization. 

-'  -'  The  select  committee  has  received  a 

request  for  a  determination  under  rule 
35,     for    Mr.     John    Graykowski,     a 

126  126  member    of    the    staff    of    Senator 

'^'  '*"  Donald  W.  Riegle,  Jr.,  to  participate 

in  a  program  in  Vienna,  Austria,  spon- 
"(o'        "'7'  :     sored  by  the  "Z-bank"  Foundation  of 

"  Vierma,  from  September  18-19,  1986. 

4?  42  'ZZZZi       The  committee  has  determined  that 

35  30  participation   by   Mr.   Graykowski   in 

32  30  the  program  in  Vienna,  at  the  expense 

3'"  341  of  the  "Z-bank"  Foundation,  is  in  the 

297  - interest  of  the  Senate  and  the  United 

J  ,  States. 

2,700         2  538  'ZZZZZ       The  select  committee  has  received  a 
3  2^9         2  580  "ZIZZI.    request  for  a  determination  under  rule 
35,  for  Senator  Orrin  G.  Hatch,  Mrs. 

"  Hatch,  and  Mr.  Mike  Pillsbury,  Mr. 

i<59         1301  Dee  Benson,  and  Ms.  Wendy  Higgin- 

83  81  botham,  members  of  Senator  Hatch's 

19.595        19.241  Staff,  to  participate  in  a  program  in 

20  19  South  Africa,  sponsored  by  the  South 

,m.«,      rmt«>  Africa   Vocational   Endowment,   from 

,20.826)      (20.826)  ................     ^^^^^^  ^^  ^^  September  7,  1986. 

'^"         ^'"  The  committee  has  determined  that 

103  102  - participation  by  Senator  Hatch,  Mrs. 

(9,  (9,  Hatch,  and  Mr.  Pillsbury,  Mr.  Benson, 

and  Ms.  Higginbotham  in  the  program 
25;  257  in  South  Africa,  at  the  expense  of  the 

South  Africa  Vocational  Endowment, 
7.846  7.846  ZZZZZ.  was  in  the  interest  of  the  Senate  and 
jjj  53,  the  United  States.* 

7.350  7.350  ^_^^^_^_ 

599  583  ^^^^^^^ 

,501)         (501)  CONGRESSIONAL  BUDGET 

OFFICE    COST    ESTIMATE    FOR 
THE    GREAT    BASIN    NATIONAL 

10  300      ^m  :::::::::::::::     park  act  of  i986 

3.684         3385  ^  j^jr.  McCLURE.  Mr.  President,  with 

104  103  ZZrZr.    regard  to  S.  2506,  a  bill  to  establish  a 
,5  37  Great    Basin    National    Park    in    the 

State  of  Nevada,  and  for  other  pur- 

'"'           '"'  poses,  I  request  that  the  Congressional 

(4.557)       (4.557) Budget  Office  estimate  of  the  costs  of 

^  this  measure  be  printed  in  the  Record 

1.566         1.539  at  this  point.  The  cost  estimate  was 

66.855       63.793   not  available  at  the  time  the  report 

was  filed. 

634.060      735 100      845.636  The  cost  estimate  follows: 

1 093  350       995.000       852.400  ^•^-  congress, 

Congressional  Budget  Office, 

Washington,  DC,  September  22.  1986. 

459^290         259!900 6,764  Hon.  jAMES  A.  McClurE, 

Chairman,  Committee  on  Energy  and  Natu- 

'  Inlertund  transactions  do  noi  add  to  budget  totals,  rat     Resources,     U.S.     Senate,     Dirksen 

'  less  ti\an  $500  thousand  Senate  Office  Building,  Washington,  DC. 

Note-Numtefsmay  noiadd.dueiotoundmg#  £)j^„  j4r    Chairman:  The  Congressional 

Budget  Office  has  prepared  the  attached 

^— ^^^— —  cost  estimate  for  S.  2506,  the  Great  Basin 

NOTICE  OF  DETERMINATION  BY  National  Park  Act  of  1986 

rrxTTT    ciPT  vr^    r-rkAjnuTTTTTTir    nrj  If  you  wish  further  details  on  this  esti- 

r-?«Tr-«                  CUMM111J!.JL     UIM  ^^te.  we  will  be  pleased  to  provide  them. 

1 1  HlCto  ^^^^  best  wishes, 

•  Mr.  RUDMAN.  Mr.  President,  it  is  Sincerely. 

required  by  paragraph  4  of  rule  35  Rudolph  G.  Penner. 


IV  Conletence  agreements  ratified 
tii  tntlt  Houses  Socorro  County 
land  conveyance  (S  1963) 

V  (nlillenieni  authority  and  other 
mandatory  items  raguiring  lur- 
ther  appropriation  action 

Payments  to  the  CIA  retirt 
ment  fjnd         

Claims,  defense 

Payment  to  the  foreign  serv- 
ice retirement  trust 
fund' 

Range  imofovements 

BLM  Mrscetlaneous  trust 
turn) 

Compact  of  free  assoaation 

Administration  of  tefritones 

Payments  to  air  earners. 
DOT 

Retired  pay— Coast  Guard 

Maritime,  operating-differen- 
tial susidies  

6IA  Miscellaneous  trust 
funds 

Social  services  block  grant 

Family  social  services 

Guaranteed  student  loans 

Higher  education  facilities 
loans  and  insurance 

Government  payment  for  an- 
nuitants     

Retirement  pay  lor  PHS  offi- 
cers 

Medicaid  

Medical  lacililies  guarantee 
and  loan  lund 

Payments  to  health  care 
trust  funds ' 

Special  milk  program 

Cnik)  nutrition  programs 

Federal  unemploymeni  bene- 
fits and  allowances 

Advances  to  unemployment 
trust  lund  I 

Special  benefits  (general  re- 
tirement and  federal  em- 
ployee retirement) 

Black  lung  disability  trust 
lund 

Supplemenlai  security  income 

Special  benefits  for  disatM 
coal  miners  . 

Assistance  payments 

Child  support  enforcement 

Payments  to  social  security  ■ 
trust  funds ' 

Veterans  insurance  and  in- 
demnities 

Veterans  read|ustment  bene 
tits 

Veterans  compensation 

Veterans  pensions 

Veterans  burial  benefits 

Salaries  of  judges. 

Fees  and  expenses  ol  wit- 
nesses   

Compensation  ol  the  Presi- 
dent. 

Payment  to  civil  service  re- 
tirement trust  fund  ' 

National  wildlife  refuge  fund 

Military  pay  raises  and  bene- 
fits  

Total  entitlements 

Total  current  level  as  of 
September  23.  1986 
1987  budget  resolution  (S   Con 
Res  120) 

Amount  remainmt 

Over  budget  resolution 
Under  budget  resolution 


25863 

September  22.  1986. 
Congressional  Budget  Office 
COST  estimate 

1.  Bill  Number:  S.  2506. 

2.  Bill  Title:  Great  Basin  National  Park 
Act  of  1986. 

3.  Bill  Status:  As  ordered  reported  by  the 
Senate  Committee  on  Energy  and  Natural 
Resources,  September  17,  1986. 

4.  Bill  Purpose: 

5.  2506  would  establish  the  Great  Basin 
National  Park  and  would  authorize  the  Sec- 
retary of  the  Interior  to  acquire  lands 
within  its  boundaries.  The  bill  also  would 
abolish  the  Lehman  Caves  National  Monu- 
ment, incorporating  the  old  monument  site 
into  the  new  park. 

Section  3  of  the  bill  addresses  manage- 
ment of  the  park.  Specifically,  the  bill 
would  require  the  Secretary  of  the  Interior 
to  publish  a  management  plan  for  the  park 
that  addresses  grazing  (which  would  be  per- 
mitted to  the  extent  that  it  now  occurs  on 
this  land),  fishing,  and  wildlife  manage- 
ment. Subject  to  existing  rights,  park  lands 
would  not  be  open  to  mining  or  other  com- 
mercial use. 

Section  5  of  the  bill  would  authorize  ap- 
propriations totaling  $1  million  for  the  ac- 
quisition and  development  of  the  park.  In 
addition,  any  funds  still  available  for  the 
Lehman  Caves  National  Monument  would 
be  used  for  the  park. 

5.  ESTIMATED  COST  TO  THE  FEDERAL  GOVERNMENT 
|6y  fiscal  years,  m  millions  of  Mlarsj 


!98' 

1988    1989    1990    1991 

Autliorization  level 

10 

0.2 

BA bi'I'r'I'Z 

The  costs  of  this  bill  tall  withtn  budget  function  300 


BASIS  OF  ESTIMATE 


For  purposes  of  this  estimate,  it  is  as- 
sumed that  S.  2506  will  be  enacted  by  early 
in  fiscal  year  1987  and  that  the  full  amounts 
authorized  will  be  appropriated.  Outlays 
have  been  estimated  on  the  basis  of  infor- 
mation obtained  from  the  Department  of 
the  Interior  (DOI)  and  do  not  include  any 
spending  of  the  $200,000  authorized  for  the 
acquisition  of  lands  and  interests  wiinin  the 
park.  According  to  the  DOT,  there  is  no  pri- 
vate ownership  of  Unds  within  the  park, 
and  the  $200,000  would  only  be  needed  for 
the  acquisition  of  any  subsurface  rights 
that  may  be  identified  in  the  agency's  man- 
agement plan. 

No  amounts  have  been  included  for  the 
operation  and  maintenance  of  the  park  be- 
cause it  is  expected  that  existing  annual  ap- 
propriations for  the  Lehman  Caves  National 
Monument  will  oe  sufficient  for  this  pur- 
pose. Additional  expenses  for  maintaining 
lands  transferred  from  the  Humboldt  Na- 
tional Forest  are  not  expected  to  be  signifi- 
cant. 

6.  Estimated  cost  to  State  and  local  gov- 
ernments: None. 

7.  Estimate  comparison:  None. 

8.  Previous  CBO  estimate:  None. 

9.  Estimate  prepared  by:  Deb  Reis  (226- 
2860). 

10.  Estimate  approved  by:  C.G.  Nuckols. 
for  James  L.  Blum,  Assistant  Director  for 
Budget  Analysis.* 


25864 


CONGRESSIONAL  RECORD— SENATE 


September  24,  1986 


POUSH-AMERICAN  HERITAGE 
MONTH 

•  Mr.  D'AMATO.  Mr.  President,  I  rise 
today  to  join  my  distinguished  col- 
league from  Illinois  as  a  cosponsor  of 
Senate  Joint  Resolution  404,  a  resolu- 
tion to  designate  October  1986  as 
"Polish-American  Heritage  Month."  It 
is  particularly  appropriate  that,  in  this 
year,  the  centermial  year  of  the  Statue 
of  Liberty,  we  honor  a  people  who 
have  contributed  so  abundantly  to  our 
great  country  and  to  the  world. 

Polish-Americans  are  distinctly  fea- 
tured in  so  many  areas  of  American 
achievement,  particularly  in  our  Na- 
tion's struggle  for  freedom  against  the 
British  in  the  Revolutionary  War.  One 
such  contributor  was  the  legendary 
Pole,  Gen.  Casimir  Pulaslci.  This 
Polish-American  was  introduced  to 
George  Washington  by  Benjamin 
Franklin  in  1777.  General  Pulaski  dis- 
tinguished himself  by  fighting  coura- 
geously in  the  American  Revolution. 
He  served  our  patriotic  forces  with 
special  honor  in  the  Battle  of  Brauidy- 
wine.  In  Poland,  he  also  was  active  in 
the  struggle  against  foreign  domina- 
tion. This  opposition  to  external  con- 
trol is  noteworthy,  especially  in  light 
of  the  current  situation  that  prevails 
in  Poland.  General  Pulaski  is  honored 
once  a  year  in  New  York,  where  over 
100,000  Polish-Americans  march  with 
pride  in  a  parade  to  commemorate  this 
renowned  man. 

Another  Revolutionary  hero  of 
Polish  heritage  was  Thaddeus  Kos- 
ciuszko.  Kosciuszko  remained  attached 
to  his  beloved  homeland,  but  he  also 
exhibited  a  strong  devotion  to  America 
and  its  quest  for  freedom.  Kosciuszko 
was  instrumental  in  the  defeat  of  the 
British  at  Saratoga  and,  subsequently, 
he  was  given  500  acres  of  land  as  a 
reward  for  his  valiant  service.  In  his 
will,  he  stipulated  that  this  land  be 
sold  and  that  the  proceeds  be  used  to 
educate  slaves. 

These  two  noble  men  exemplify  the 
rich  tradition  inherent  in  the  Polish 
character  and  demonstrate  a  desire  by 
Poles  everywhere  to  uphold  the  princi- 
ples of  liberty  and  self-determination. 

Mr.  President,  the  contributions  of 
other  Poles  to  science  and  culture  are 
equally  impressive.  The  father  of 
modem  astronomy,  Nicolaus  Coperni- 
cus, established  himself  as  a  predomi- 
nant figure  in  the  annals  of  scientific 
history.  His  authoritative  treatise, 
"Concerning  the  Revolutions  of  the 
Celestial  Spheres,"  validated  the  previ- 
ously unrecognized  concept  that  the 
planets  revolved  around  the  Sun  and 
not  around  the  Earth.  Poles  have  aic- 
quired  prominence  in  other  fields  as 
well.  The  great  19th  century  composer 
and  pianist  Frederic  Chopin  serves  as 
a  further  illustration  of  Polish  accom- 
plishment. 

Today,  there  are  many  Poles  who 
are  principal  players  in  the  world 
forum.  Pope  John  Paul  II,  the  first 


Polish  Pope,  provides  inspirational 
guidance  for  the  Roman  Catholic 
Church  and  for  people  facing  adversi- 
ty everywhere.  Nobel  Peace  Prize 
winner  and  labor  leader  Lech  Walesa 
serves  as  an  example  for  others  with 
his  policy  in  advocating  a  peaceful  so- 
lution to  the  problems  that  presently 
plague  Poland.  These  men,  through 
their  diplomatic  efforts,  represent  the 
virtuous  qualities  so  much  a  part  of 
the  Polish  character. 

In  the  United  States,  we  are  also  in- 
spired by  the  leadership  provided  by 
such  Polish-Americans  as  Edmund 
Muskie,  our  first  Polish-American  Sen- 
ator, and  Zbigniew  Brzezinski,  former 
National  Security  Adviser.  These  indi- 
viduals have  contributed  much  to  our 
country,  our  heritage,  and  mankind  as 
a  whole.  I  am  pleased  to  honor  such  a 
determined,  freedom-loving  people. 


SOVIET  JEWRY:  THE  CALL  TO 
CONSCIENCE 

•  Mr.  HEINZ.  Mr.  President,  today  I 
want  to  share  with  the  Senate  and  the 
American  people  several  stories  of 
courage  and  persecution,  several  sto- 
ries of  Soviet  Jews  who  are  struggling 
to  secure  a  simple  right  that  we  here 
in  the  United  States  take  for  granted: 
the  right  to  emigrate. 

These  cases  are  not  among  the  more 
celebrated  of  the  Soviet  refuseniks. 
The  names  have  not  figured  high  on 
the  list  of  refuseniks  that  official 
American  requests  seek  to  have  let  go. 
These  cases  have  come  to  my  atten- 
tion because  constituents  in  Pennsyl- 
vania have  alerted  me.  But  the  desire 
of  these  Soviet  Jewish  families  to  emi- 
grate, their  desire  to  leave  the  Soviet 
Union  and  go  to  Israel  or  the  United 
States,  where  they  can  practice  the  re- 
ligion of  their  fathers  without  fear  of 
persecution,  is  as  strong  as  that  of 
more  familiar  refusenik  figures. 

The  first  case  is  the  Mendeleyev 
family  of  Moscow.  They  applied  to 
leave  the  U.S.S.R.  more  than  a  decade 
ago.  Oscar  is  an  engineer  but,  like  all 
refuseniks,  can  find  no  regular  work. 
His  wife,  Shelley,  works  as  a  pediatri- 
cian, but  with  reduced  pay  and  privi- 
leges. Their  twin  sons  have  grown  into 
young  men  during  their  long  wait  for 
emigration,  and  could  soon  be  drafted 
for  service  into  the  Soviet  military. 

If  they  are  drafted  before  exit  visas 
are  granted,  all  hope  of  the  Mende- 
leyev"s  leaving  the  U.S.S.R.  could 
vanish.  For  the  Mendeleyevs,  time 
may  be  running  out. 

In  Minsk,  the  Reingolds  have  been 
waiting  3  years  for  a  response  to  their 
application  to  emigrate  to  Israel.  Gen- 
nady  and  Bella  applied  to  emigrate, 
along  with  their  son  Alexander  and 
Bella's  parents,  sister,  and  brother-in- 
law.  Some  of  the  extended  family  has 
already  made  it  to  Israel. 

The  Reingolds,  because  they  live  in  a 
remote  location,  do  not  receive  many 


foreign  visitors,  who  can  be  a  lifeline 
of  hope  for  refusenik  families  endur- 
ing the  cold  isolation  of  official  ostra- 
cism. They  have  only  the  mail  to  con- 
nect them  with  the  outside  world,  with 
their  relatives  in  Israel. 

Another  case  involves  the  family  of 
Felix  and  Mila  Levitas,  of  Kiev.  With 
their  children  Yurie  and  Rivka,  Felix 
and  Mila  have  long  lived  in  Kiev.  But 
in  June  of  this  year  they  suddenly  left, 
Felix  for  Turkmenistan,  and  the  rest 
of  the  family  to  Moscow  to  live  with 
friends.  Their  relatives  in  Permsylva- 
nia  are  not  quite  sure  why  they  left 
Kiev,  or  what  will  come  next. 

We  do  know  that  they  have  suffered 
the  typical  fate  of  refuseniks— loss  of 
employment,  endless  waiting,  harass- 
ment from  official  Soviet  society. 
They  applied  to  emigrate  to  the 
United  States  back  in  1978,  and  still 
they  wait. 

All  these  families— the  Mendeleyevs, 
the  Reingolds,  the  Levitas— have  the 
right  to  emigrate  from  the  Soviet 
Union,  a  signatory  of  the  Helsinki  ac- 
cords. But  they  are  all  refused,  pun- 
ished, and  made  to  wait  interminably 
to  learn  their  eventual  fate.  Our  power 
to  help  them  directly  is  very  limited. 
What  we  can  do  is  to  make  sure  their 
heroic  behavior  does  not  pass  unno- 
ticed. We  can  keep  their  cause,  their 
names  in  front  of  the  Soviet  authori- 
ties, living  example  of  Moscow's  disre- 
gard for  its  solemn  international  com- 
mitments on  human  rights. 

Mr.  President,  I  call  on  the  Soviet 
Government  to  live  up  to  its  own  pro- 
nouncements, its  own  international 
commitments,  to  universal  standards 
of  justice  and  human  rights.  The 
Senate  and  the  American  people  join 
me  when  I  say  to  the  Kremlin,  on 
behalf  of  the  Mendeleyevs,  the  Rein- 
golds, and  the  Levitas— let  them  go.« 


NAUM  AND  INNA  MEIMAN:  A 
BLATANT  VIOLATION 

•  Mr.  SIMON.  Mr.  President,  I  would 
like  to  commend  Gerald  Batist  for  his 
article  "Why  Can't  These  Soviet 
Cancer  Patients  Leave?"  which  ap- 
peared in  the  Washington  Post  on 
Sunday,  September  21,  1986.  There 
can  never  be  enough  publicity  for  the 
Soviet  cancer  victims  who  should  be 
able  to  obtain  experimental  treatment 
or  second  opinions  in  the  West.  The 
Soviets  continued  refusal  to  permit 
these  cancer-stricken  refuseniks  to 
obtain  treatment  is  a  violation  of  the 
Soviet-signed  Helsinki  accords. 

Naum  and  Inna  Meiman  are  close 
friends  who  know  only  too  well  the 
harshness  of  refusal  by  the  Soviet 
Government.  Inna  has  had  four  oper- 
ations for  tumors  on  her  neck.  A  fifth 
tumor  grows  larger  each  day,  yet  the 
Soviets  will  not  allow  Inna  and  Naum 
to  come  to  the  West  for  experimental 
treatment. 
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I  ask  that  the  Batist  article  appear 
in  the  Record. 

The  article  follows: 
Why  Can't  These  Soviet  Cancer  Patients 
Leave 
(By  Gerald  Batist) 

Under  the  best  circumstances,  with  the 
latest  developments  in  treatment  available 
in  modem  hospitals,  cancer  is  a  horrible  dis- 
ease. Cancer  patients  in  the  Soviet  Union,  I 
found  during  my  visit  there  last  spring,  face 
even  grimmer  prospects.  For  the  average 
Soviet  cancer  patient,  there  is  no  choosing  a 
physican  for  treatment— the  patient  accepts 
whoever  is  assigned  to  the  case;  there  is  no 
seeking  a  second  opinion:  there  is  no  opting 
for  alternative  treatment  or  traveling  to  an- 
other city  for  better  treatment. 

But  there  is  a  group  of  Soviet  cancer  pa- 
tients whose  problems  are  even  worse  and 
whose  burden  is  all  the  greater— perhaps 
too  great  to  bear. 

I  saw  this  cruel  burden  firsthand  when  I 
met  with  Soviet  cancer  patients,  involuntar- 
ily separated  from  their  families  and  denied 
the  chance  to  get  treatment  that  might  save 
or  lengthen  their  lives.  Knowing  what  I 
know  about  cancer  and  the  tremendous 
effect  a  patient  must  make  to  overcome  it,  I 
believe  that  keeping  a  patient  separated 
from  loved  ones  is  a  kind  of  death  sentence, 
that  their  will  to  live  is  undermined  by  their 
isolation. 

Five  Soviet  cancer  patients  have  been 
denied  permission  to  join  their  blood  rela- 
tives in  the  West  where  they  could  consider 
alternative  treatments  in  the  loving  and 
supportive  environment  of  their  families.  I 
visited  some  of  these  cancer  patients  in 
Moscow,  spending  time  with  them  and  lis- 
tening to  them  describe  their  feelings  of 
loneliness  and  isolation. 

Rimma  Bravve  is  a  31-year-old  woman 
who  is  dying  of  ovarian  cancer  and  has  been 
told  by  her  Soviet  physicians  that  they  can 
do  nothing  more  to  arrest  her  cancer.  She 
lives  in  a  dark  and  dingy  apartment  in 
Moscow  with  her  husband.  Vladimir,  and 
his  family.  She  last  saw  her  mother  10  years 
ago,  and  her  sister  six,  when  each  was  grant- 
ed an  exit  visa. 

Vladimir  met  me  before  we  visited  Rimma. 
He  carefully  reviewed  her  medical  history 
and  explained  that  she  is  so  emotionally 
fragile  that  she  is  afraid  of  even  the  men- 
tion of  her  cancer.  I  am  familiar  with  this 
reaction.  The  powerlessness  of  a  cancer  pa- 
tient, particularly  when  the  physician  gives 
no  hope,  is  overwhelming.  It  is  a  feeling  of 
profound  loneliness  and  helplessness  that 
for  some  is  too  strong  even  to  ponder,  much 
less  empower  with  words. 

I  thought  of  how  my  patients  cope  with  it, 
and  I  recalled  a  woman  of  about  Rimma's 
age.  She  had  just  been  diagnosed  with  an  in- 
curable malignancy  and  was  very  depressed. 
I  first  met  her  when  she  and  her  parents  at- 
tended a  patient-and-family  psychological- 
support  group  I  ran  on  a  cancer  ward  in 
Washington.  They  sat  clutching  one  an- 
other as  they  listened  to  other  patients  and 
family  members  discuss  not  only  their  ill- 
nesses, but  also  their  everyday  lives,  their 
short-  and  long-term  goals  and  their  at- 
tempts at  maintaining  normal  routines. 

Finally,  just  as  we  were  about  to  adjourn, 
this  young  woman  spoke,  introducing  her- 
self and  her  parents.  She  said  that  she  had 
been  afraid  to  talk  about  her  cancer,  but 
that  sitting  there  with  her  family,  listening 
to  others  in  the  same  situation,  she  had  dis- 
covered that  "the  sun  also  rises  each  day  for 
cancer  patients."  After  that  initial  session. 


with  time,  and  the  loving  support  of  her 
family,  she  slowly  came  to  better  terms  with 
her  fate  and  found  the  courage  to  enjoy  ex- 
periences with  greater  intensity,  to  make 
the  most  of  each  day. 

Like  all  the  cancer  patients  I  visited  in  the 
Soviet  Union.  Rimma  and  Vladimir  are  out- 
casts in  their  society.  They  are  Jewish  and 
have  expressed  a  desire  to  emigrate.  Dis- 
missed from  work,  socially  ostracized,  and 
carefully  scrutinized  by  neighbors,  it  is  diffi- 
cult to  imagine  the  sun  rising  for  her  even 
in  health.  Guarded  conversations  over  a 
tapped  telephone  with  her  mother  and 
sister  are  Rimma's  only  connection  to  hope, 
her  only  sense  of  a  future. 

As  I  was  leaving,  Rimma  said  in  a  strained 
English,  'Good  luck  in  your  difficult  jour- 
ney."  With  sincere  modesty,  I  answered  that 
my  visits  were  not  difficult.  Thinking  that 
she  had  misspoken,  she  ran  to  her  Russian- 
English  dictionary  and  returned  to  say, 
"Good  luck  in  your  noble  journey."  Vladi- 
mir escorted  me  out.  He  asked  nothing  for 
himself,  but  accepting  the  painful  future, 
wondered  if  I  could  provide  Rimma  with 
pain  medications  when  the  time  came,  since 
he  was  uncertain  of  the  care  he  could  count 
on.  In  that  instant  I  felt  more  powerless 
than  he  and  was  awestruck  by  his  protective 
caring  and  courage.  More  terrifying  was  the 
thought  that  this  young  woman  would  die 
without  even  trying  some  experimental 
treatments  that  I  believe  might  help. 

I  met  Benjamin  Bogomolny  on  a  dim 
street.  A  tall,  boyish  man,  at  age  40  he  is 
one  of  the  longest-standing  refuseniks," 
denied  permission  to  emigrate  for  more 
than  20  years.  All  of  his  immediate  family 
members  live  in  the  West.  He  and  his  wife, 
Tatyana.  have  experienced  harassment, 
house  arrest  and  searches,  joblessness  and 
disgrace  in  their  struggle  to  rejoin  their 
family  members  outside  the  Soviet  Union. 

We  were  greeted  at  the  door  by  Tatyana, 
an  articulate  and  compelling  woman  of  47 
years  who.  until  her  application  to  emigrate, 
was  a  translator.  She  has  not  seen  her 
father  or  sister  for  more  than  six  years. 
They  live  in  San  Francisco.  She  look  me  to 
another  room  where,  she  said,  we  could  dis- 
cuss her  illness  without  upsetting  Benjamin. 

She  had  had  a  radical  mastectomy  for 
breast  cancer  four  months  earlier  and  was 
receiving  chemotherapy  because  the  tumor 
was  found  to  have  spread  to  her  lymph 
nodes.  She  was  in  obvious  pain,  a  complica- 
tion of  the  surgery,  and  was  weakened  by 
the  drugs.  Yet  her  spirit  was  forceful  and 
deliberate.  She  quoted  William  Blake  and 
Walt  Whitman  with  passion  as  she  de- 
scribed her  isolation,  her  fears,  her  determi- 
nation. Between  Tatyana  and  Benjamin,  all 
26  of  their  living  relatives  are  in  the  West, 
yet  the  Soviets  do  not  consider  them  a  divid- 
ed family  as  defined  by  the  Helsinki  accord. 
The  utter  absurdity  of  this  situation 
shocked  me. 

She  had  been  offered  further  surgery  to 
remove  her  ovaries  as  a  preventive  meas- 
ure—not a  common  practice  in  the  West— 
but  she  was  uncertain.  She  had  confessed  ' 
her  refusenik  status  to  her  doctor  and 
thankfully  found  a  sympathetic  ear.  I  won- 
dered how  my  colleague,  her  doctor,  must 
be  feeling— trying  to  maintain  his  patient's 
spirits  during  this  difficult  treatment  iri  the 
midst  of  such  utterly  distressing  circum- 
stances. Western  physicians  have  long  rec- 
ognized that  the  psychological  and  emotion- 
al state  of  the  patient  can  have  direct 
impact  on  both  tolerance  of  and  response  to 
treatment.  Yet  Tatyana's  emotional  state 
could  not  be  more  stressful.  Her  response  to 


this  helpless  situation  is  to  take  what  con- 
trol she  can,  to  use  the  power  of  words  that 
she  so  dearly  loves:  In  s[>eaking  to  Western- 
ers, she  asks  them  to  do  what  they  can  to 
"rescue  "  her  and  others  like  her  from  isola- 
tion. 

Her  struggle  for  control  of  her  own  desti- 
ny takes  fascinating  shaiies:  Benjamin, 
trained  as  an  engineer,  has  t>egun  evening 
medical  courses  at  her  insistence.  "They 
have  ^  taken  everything  away  from  us.  The 
only  way  I  can  get  back  is  by  making  Benjy 
the  most  brilliant  doctor."  If  she  must,  Ta- 
tyana will  fashion  her  own  physician,  one 
who  she  knows  can  provide  her  with 
strength  and  understanding. 

The  Bogomolnys  have  been  visited  over 
the  years  by  hundreds  of  westerners,  includ- 
ing some  prominent  politicians.  Among 
them  is  San  Francisco  Mayor  Oianne  Fein- 
stein.  Tatyana  spoke  of  her  with  moving  ad- 
miration and  affection.  When  I  returned 
from  the  Soviet  Union,  I  found  the  mayor 
to  have  the  same  feelings  for  Tatyana.  She 
asked  me  to  convey  a  private  note  and  pink 
bathrobe  to  Tatyana.  Little  gestures  like 
these,  that  we  may  take  for  granted  in  the 
West,  are  often  the  most  we  can  do  to  pierce 
the  isolation  of  those  I  visited  in  the  Soviet 
Union. 

It  was  just  after  Chernobyl  and  visitors  to 
the  Soviet  Union  were  scarce.  I  sent  the 
robes  to  one  couple  in  Los  Angeles,  but  they 
changed  their  plans  at  the  last  moment  and 
returned  it  ot  me.  I  finally  found  a  New 
Yorker  who  agreed  to  take  it  with  him 
during  his  visit  to  Moscow.  By  the  time  Ta- 
tyana received  the  robe  it  had  traveled  more 
than  10,000  miles,  but  I  am  told  that  she  im- 
mediately wrapped  it  around  her  scarred 
body  to  feel  the  strength  in  solidarity  with 
the  mayor. 

On  June  2.  1986.  six  months  after  Ta- 
tyana's diagnosis,  she  and  Benjamin  were 
again  refused  permission  to  leave  and  were 
given  no  reason.  The  Soviet  visa  official 
said.  "If  you  need  a  reason,  we'll  find  one." 

A  few  months  ago.  I  received  a  call  from 
Leon  Charny  who  lives  in  Massachusetts. 
Charny's  brother  Benjamin  was  one  of  the 
patients  in  Moscow.  Leon  and  Benjamin  are 
very  close,  their  parents  having  died  long 
ago.  Benjamin  has  been  both  brother  and 
father  to  Leon.  In  1979  they  decided  to  emi- 
grate. Leon  was  permitted  to  leave  that 
same  year,  thinking  that  Benjamin  would 
shortly  follow.  But  that  was  not  to  be.  For 
inexplicable  reasons  Benjamin  was  refused. 
But  more  shocking  to  the  brothers  was  Ben- 
jamin's newly  diagnosed  malignant  melano- 
ma. This  deadly  skin  cancer  added  an  even 
more  traumatic  dimension  to  their  forced 
separation.  Soon  after,  Benjamin  suffered  a 
series  of  dangerous  heart  attacks  requiring 
hospitalization. 

Benjamin  is  48  years  old  and  lives  with  his 
wife,  Yadviga,  aind  his  daughter  and  son-in- 
law.  Anna  and  Yuri  Blank.  As  a  refusenik, 
Benjamin  has  been  denied  the  right  to  work 
in  his  field  of  mathematics.  In  recent 
months  his  tumor  has  recurred,  with  visibly 
growing  masses  in  his  neck,  yet  his  cardiolo- 
gists insist  that  his  heart  cannot  withstand 
further  surgery.  In  North  America  it  is  now 
indeed  a  rare  patient  who  cannot  be  carried 
through  surgery  because  of  a  cardiac  condi- 
tion, yet  because  the  Soviets  will  not  allow 
him  to  emigrate,  Benjamin  cannot  have 
access  to  this  know-how.  Perhaps  more  im- 
portantly, he  cannot  feel  the  warm  embrace 
of  his  brother  Leon,  the  other  half  of  the 
family  that  their  parents  created. 

Since  June.  Leon  has  fought  desperately 
to  tell  his  brothers  story  to  the  world,  to 
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lay  bare  the  absurdity  of  this  cruel  situa- 
tion. Following  a  press  conference  in  Boston 
attended  by  some  of  the  most  prominent 
cancer  specialists  in  America,  a  television 
network  sent  a  camera  crew  to  interview 
Benjamin  in  Moscow. 

The  following  day  Leon  and  I  appeared  on 
the  morning  news  show.  There,  live  before 
millions  of  viewers.  Leon  was  shown  film 
footage  of  his  brother,  whom  he  has  not 
seen  in  more  than  seven  years.  I  sat  beside 
Leon  and  watched  his  stunned  silence  as 
tears  welled  up  in  the  eyes  of  this  reserved 
and  dignified  man.  He  sat  speechless  shaken 
with  joy  at  this  "reunion"  and  pain  at  the 
persistent  separation.  I  wondered  how  in 
this  modem  age  such  a  macabre  situation 
could  actually  exist. 

The  sadness  of  this  situation  is  enhanced 
by  the  recognition  that  once  Benjamin  and 
his  family  are  allowed  to  leave,  his  struggle 
with  cancer  goes  on.  Yet  if  he  must  die.  it 
should  be  only  after  every  available  treat- 
ment has  t>een  tried.  And.  if  he  cannot  be 
saved,  at  least  he  should  not  be  forced  to  die 
in  the  utter  loneliness  of  his  present  circum- 
stances, cut  off  from  his  beloved  brother. 
This  is.  as  I  learned  in  my  own  oncologic 
practice,  the  key  ingredient  in  finding  peace 
of  mind  for  both  patient  and  family. 

Inna  Meiman  is  critically  ill.  The  tumor 
on  her  neck  grows  larger  each  week  and  her 
Soviet  doctors  have  no  therapy  to  offer. 
Since  the  fourth  operation  in  December 
1985.  she  has  become  progressively  weaker 
and  more  despairing.  Inna  is  53  years  old 
and  lives  alone  with  her  75-year-old  hus- 
band. Nahum.  They  are  not  permitted  to 
leave  the  country.  The  reason  given  is  that 
theoretical  work  in  mathematics  performed 
by  Nahum  over  30  years  ago  still  makes  him 
a  security  risk.  This  claim  is  denied  even  by 
the  president  of  the  Soviet  Academy  of  Sci- 
ences, yet  it  remains  the  excuse  of  this  in- 
humanity. When  Nahum  speaks  to  western- 
ers, he  pleads  desperately  for  his  beloved, 
ailing  wife. 

Earlier  this  month,  amidst  the  bustle  of 
the  U.S.  Capitol,  several  of  us  gathered  at  a 
press  conference  in  a  crowded  Senate  hear- 
ing room— doctors,  family  members,  govern- 
ment leaders— to  tell  the  story  of  these  sad 
souls.  As  we  each  spoke,  journalists  dutiful- 
ly recorded  the  facts,  the  faces,  the  photo- 
graphs of  the  patients. 

When  the  telephone  rang,  a  shudder  ran 
through  the  room  as  we  all  focused  on  the 
faceless  voice.  In  the  midst  of  the  tragic  sto- 
ries we  had  just  described.  Tatyana's  voice 
cried  out  with  courage,  determined  to  l)e 
heard,  fearless  of  the  consequences.  "We 
have  nothing  more  to  lose",  she  had  long 
ago  told  me.  determined  to  maintain  her 
dignity. 

Her  father  Ilya.  now  75.  caressed  the 
phone  as  he  talked  to  his  daughter  and 
spoke  out  publicly  for  the  first  time  in  all 
these  years  of  separation.  In  impassioned 
Russian,  this  dignified,  decorated  war  veter- 
an cried.  "If  there  is  a  God.  my  daughter 
should  be  with  me!" 

As  I  looked  around  the  room,  tears  filled 
everyone's  eyes  as  they  stared  at  the  speak- 
er phone.  In  her  strength.  Tatyana  Bogo- 
molny  had  made  us  feel  the  depths  of  help- 
lessness, yet  also  renewed  our  fierce  deter- 
mination. 

As  a  cancer  doctor,  I  have  faced  impossi- 
ble challenges  many  times,  yet  the  solution 
here  is  so  simple  and  attainable— let  them 
leave.  Tatyana  left  us  with  one  request— 
"please  don't  forget  us."  She  pleaded  not 
only  for  herself  but  for  Rimma,  Benjamin, 
Inna    and    also    Leah    Maryasin,    another 


cancer  patient  separated  from  relatives  in 
the  West. 

Looking  around  the  room,  sensing  the 
common  core  of  humanity  that  has  been 
touched  by  the  pleas,  I  knew  that  they  will 
t»e  remembered.* 


ABORTION  AND  INFORMED 
CONSENT:  GEORGIA 

•  Mr.  HUMPHREY.  Mr.  President, 
this  anonymous  letter  from  Georgia 
brings  an  added  dimension  to  our  dis- 
cussion of  post-abortion  trauma:  The 
damage  done  to  women's  families. 
Women  who  have  written  to  my  office 
regretting  their  decision  to  submit  to 
abortion  discuss  their  own  mental  and 
physical  sufferings.  The  health  effects 
on  women  warrant  swift  action  in  the 
Congress.  But  we  need  to  realize  that 
this  gruesome  procedure  also  takes  its 
toll  on  other  family  members. 

In  most  surgical  procedures,  hus- 
bands are  included  in  the  decisionmak- 
ing process.  Too  often,  this  is  not  so 
with  abortion.  The  Supreme  Court  has 
determined  that  the  father  (not  to 
mention  grandparents  and  other  rela- 
tives) essentially  has  no  right  to  pro- 
tect the  life  of  his  child.  As  a  result, 
he  is  considered  to  be  of  slight  or  no 
concern  in  the  so-called  counseling 
process  preceding  abortion.  I  find  this 
astonishing.  Abortion,  as  hoped  for  by 
its  promoters,  has  indeed  become  a 
"private"  affair,  to  the  detriment  of 
women  and  men  all  over  the  country. 

Thus  we  see  that  the  tendency  to 
give  insufficient  information  regarding 
abortion  procedures  and  consequences 
is  not  limited  to  potential  mothers,  but 
also  to  fathers  and  other  family  mem- 
bers. According  to  this  letter,  neither 
husband  nor  wife  were  prepared  for 
what  they  now  experience.  Like  so 
many  others,  they  were  led  to  believe 
that  abortion  would  provide  a  "quick- 
fix"  in  an  embarrassing  situation.  So 
the  outrageous  lack  of  informed  con- 
sent is  magnified,  being  extended  to 
the  woman  and  to  her  family.  Rather 
than  solving  family  problems,  we  ob- 
serve that  abortion  is  tearing  Ameri- 
can families  to  shreds.  Rather  than 
enhancing  opportunities  for  women, 
abortion  cripples  them  along  with 
their  families. 

I  hope  my  colleagues  will  join  me  in 
cosponsoring  S.  2791,  which  will  re- 
quire that  women  be  given  adequate 
information  regarding  abortion.  Per- 
haps then  we  will  begin  to  see  healing 
take  place  in  our  families  rather  than 
disaster  when  they  confront  an  un- 
planned pregnancy. 

The  letter  follows: 

May  19.  1986. 

Dear  Senator  Gordon  Humphrey:  I  en- 
courage and  support  the  stand  you  are 
taking  against  abortion.  It's  the  most  con- 
troversial issue  in  America.  I  have  had  two 
abortions  and  would  like  to  share  my  story 
with  you. 

Four  years  ago  (age  19),  I  had  an  abortion. 
Six  months  later.  I  was  pregnant  again  and 
decided  to  marry  the  father  of  both  babies. 


Because  of  embarrassment  on  his  side  of  the 
family,  we  aborted  our  second  child  also.  We 
told  our  families  I  had  a  miscarriage. 

We  were  encouraged  by  our  "pro-choice  " 
friends  to  have  this  "simple  medical  proce- 
dure."  We  realize  now  that  it  was  the  worst 
mistake  we  had  ever  made. 

I  went  through,  and  still  go  through, 
severe  mental  problems— visualizing  the  pro- 
cedure in  my  mind,  hating  myself,  grieving 
and  wanting  to  escape  from  the  whole  situa- 
tion. No  one  ever  told  me  about  the  emo- 
tional side  effects  after  having  an  abortion. 

My  husband  is  now  experiencing  severe 
depression  and  has  been  referred  to  a  coun- 
selor at  a  psychiatric  hospital.  My  husband 
is  terrified  of  having  children.  He  is  afraid 
of  having  physically  or  mentally  handi- 
capped children.  Our  marriage  is  falling 
apart  and  he  is  emotionally  torn  apart. 

You  can  see  how  the  abortions  have  af- 
fected me  and  my  husband.  Imagine  the 
other  millions  of  people  (men  and  women) 
involved  in  abortions.  God  help  this  country 
if  it  continues.  People  can  not  live  as  nor- 
mally after  an  abortion  as  they  had  before. 
Abortion  is  viewed  by  many  as  the  solution 
to  a  "problem  pregnancy."  It  is  opening  the 
door  to  worse  problems. 

It  is  too  easy  and  inexpensive  to  have  an 
abortion.  Women  are  physically  and  mental- 
ly unbalanced  during  pregnancy  to  begin 
with.  Clinics  should  have  a  day  or  two  wait- 
ing period  after  the  initial  "counselling  ap- 
pointment". The  above  is  simply  a  sugges- 
tion if  the  abortion  laws  in  this  country 
can't  be  abolished. 

(Name  withheld  upon  request.) 

Georgia.* 


held  at  the 

Thursday, 

The  PR] 

out  object! 


ORDERS  FOR  TOMORROW 

RECESS  UM:L  9:30  A.M. 

Mr.  ARMSTRONG.  Mr.  President.  I 
ask  unanimous  consent  that  when  the 
Senate  completes  its  business  today,  it 
stand  in  recess  urtil  9:30  a.m.  on 
Thursday,  September  25. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  sc.  ordered. 

RECOGNITION  OF  CI  RTAIN  SENATORS 

Mr.  ARMSTRONG.  Mr.  President,  I 
ask  unanimous  consent  that  following 
the  recognition  of  the  two  leaders 
under  the  standing  order,  there  be 
special  orders  in  favor  of  the  following 
Senators  for  not  to  exceed  5  minutes 
each:  Hawkins,  Proxmire,  Murkow- 
SKi,  Bradley,  and  McConnell. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

ROUTINE  MORNING  BUSINESS 

Mr.  ARMSTRONG.  Mr.  President,  I 
ask  unanimous  consent  that  following 
the  special  orders,  there  be  a  period 
for  the  transaction  of  routine  morning 
business  not  to  extend  beyond  the 
hour  of  10:30  a.m.,  with  Senators  per- 
mitted to  speak  therein  for  not  more 
than  5  minutes. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


BILL  HELD  AT  DESK-S.  2840 

Mr.  ARMSTRONG.  I  ask  unanimous 
consent  that  S.  2840,  Superfund.  be 
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held  at  the  desk  until  close  of  business 
Thursday,  September  25. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
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INTERNATIONAL  CLAIMS 
SETTLEMENT  ACT  AMENDMENTS 

Mr.  ARMSTRONG.  I  ask  unanimous 
consent  that  the  Senate  turn  to  H.R. 
5506,  the  International  Claims  Settle- 
ment Act  of  1949,  just  received  from 
the  House. 

Mr.  BYRD.  Reserving  the  right  to 
object,  Mr.  President.  I  have  no  objec- 
tion. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  clerk  will  state  the  bill  by  title. 

The  assistant  legislative  clerk  read 
as  follows: 

A  bill  (H.R.  5506)  to  amend  the  Interna- 
tional Claims  Settlement  Act  of  1949  to  pro- 
vide that  the  value  of  claims  be  based  on 
the  fair  market  value  of  the  property  talcen. 

The  Senate  proceeded  to  consider 
the  bill. 

•  Mr.  MURKOWSKI.  Mr.  President, 
today  I  rise  in  support  of  H.R.  5506,  a 
bill  to  amend  the  International  Claims 
Settlement  Act  of  1949.  This  legisla- 
tion will  strengthen  the  position  of 
the  U.S.  Government  when  negotiat- 
ing with  foreign  governments  and  will 
protect  U.S.  businesses  abroad. 

The  bill  codifies  the  basis  by  which 
the  Foreign  Claims  Settlement  Com- 
mission determines  the  value  of  expro- 
priated property  belonging  to  U.S.  citi- 
zens. That  standard,  consistently  rec- 
ognized by  Congress,  is  "Fair  Market 
Value".  This  standard,  as  applied  to  an 
operating  business  enterprise  would 
generally  be  the  "Going  Concern" 
value  of  the  enterprise.  In  addition, 
the  bill  establishes  a  presumption  that 
in  the  case  of  service  industries,  the 
appropriate  basis  for  valuation  is  the 
going  concern  value  of  the  enterprise. 

H.R.  5506  codifies  the  principle  that 
the  amount  of  compensation  due  is 
not  to  be  influenced  by  pre-expropria- 
tion  of  postexpropriation  actions  by 
the  taking  government  which  may 
have  depressed  the  value  of  the  prop- 
erty. The  standard  enunciated  in  the 
bill  conforms  to  accepted  principles  of 
international  law  established  by  a  long 
history  of  treaty  practice  and  decisions 
of  international  judicial  and  arbitral 
tribunals;  it  is  based  primarily  upon 
the  standard  established  by  Congress 
in  title  V  of  the  International  Claims 
Settlement  Act. 

In  the  past,  legislation  concerning 
the  Foreigin  Claims  Settlement  Com- 
mission has  not  contained  an  explicit 
reference  to  the  compensation  stand- 
ard required  by  international  law,  with 
the  exception  of  the  Cuban  Claims  Act 
of  1964.  Without  the  definition  of  a 
compensation  standard,  the  potential 
exists  for  decisions  inconsistent  with 
international  law,  which  would  harm 


current  and  future  U.S.  investment 
abroad. 

I  commend  our  colleagues  in  the 
House  for  their  prompt  action  on  this 
legislation.  With  this  bill  as  guidance, 
the  Commission's  decisions  should 
apply  clearly  the  proper  standards  of 
international  law  and  foreign  govern- 
ments will  be  on  notice  that  the  U.S. 
Congress  will  take  all  appropriate 
steps  to  protect  U.S.  business  abroad.  1 
urge  my  colleagues  to  approve  H.R. 
5506.* 

The  PRESIDING  OFFICER.  If 
there  be  no  amendment  to  be  pro- 
posed, the  question  is  on  the  third 
reading  of  the  bill. 

The  bill  was  ordered  to  a  third  read- 
ing, was  read  the  third  time,  and 
passed. 

Mr.  ARMSTRONG.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  bill  was  passed. 

Mr.  BYRD.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


D  1940 

THE  CALENDAR 

Mr.  ARMSTRONG.  Mr.  President,  I 
would  like  to  inquire  of  the  minority 
leader  if  he  is  in  a  position  to  pass  or 
indefinitely  postpone  any  of  the  fol- 
lowing calendar  items:  Calendar  No. 
894,  S.  2048;  Calendar  No.  923,  S.J. 
Res.  329,  Calendar  No.  924,  S.J.  Res. 
339;  Calendar  No.  926,  S.J.  Res.  395; 
Calendar  No.  927,  S.J.  Res.  396;  Calen- 
dar No.  928,  S.J.  Res.  401;  Calendar 
No.  929,  S.J.  Res.  413;  Calendar  No. 
930,  H.J.  Res.  547;  Calendar  No.  952, 
H.J.  Res.  721;  Calendar  No.  953,  H.J. 
Res.  611;  Calendar  No.  954,  S.  1935; 
Calendar  No.  956,  H.J.  Res.  710;  Calen- 
dar No.  959,  S.  2750;  Calendar  No.  960. 
H.R.  1344;  Calendar  No.  961,  S.  2062; 
and  Calendar  No.  962,  S.  2788. 

Mr.  BYRD.  Mr.  President,  all  of 
these  calendar  items  have  been  cleared 
on  this  side  by  all  Members  and  we  are 
ready  to  proceed  with  the  understand- 
ing that  Calendar  Orders  923  and  928 
as  enumerated  by  the  distinguished 
acting  Republican  leader  are  for  the 
purpose  of  postponement. 

Mr.  ARMSTRONG.  928  and  923? 

Mr.  BYRD.  Yes. 

Mr.  ARMSTRONG.  I  thank  the  mi- 
nority leader  and  with  that  under- 
standing I  ask  unanimous  consent  that 
the  calendar  items  just  identified  be 
considered  en  bloc  and  passed  or 
indefinitely  postponed  en  bloc  and 
that  all  committee  reported  amend- 
ments and  preambles  be  considered 
agreed  to. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


DESIGNATION  OP  SHIPWRECK 
OF  THE  "TITANIC"  AS  AN 
INTERNATIONAL  MARITIME 

MEMORIAL 

The  Senate  proceeded  to  consider 
the  bill  (S.  2048)  to  encourage  interna- 
tional efforts  to  designate  the  ship- 
wreck of  the  R.M.S.  Titanic  as  an 
international  maritime  memorial  and 
to  provide  for  reasonable  research,  ex- 
ploration and,  if  appropriate,  salvage 
activities  with  respect  to  the  ship- 
wreck, 

Mr.  WEICKER.  Mr.  President,  as 
the  cosponsor  with  Senator  Pell,  I 
urge  my  colleagues  to  support  S.  2048, 
legislation  that  would  designate  the 
Titanic  an  international  maritime  me- 
morial. The  bill  directs  the  United 
States  to  negotiate  with  other  nations 
to  establish  international  guidelines 
for  research,  exploration,  and,  if  ap- 
propriate, salvage  of  the  shipwreck. 
The  bill  was  recently  reported  out  of 
the  Senate  Foreign  Relations  Commit- 
tee and  the  House  companion  bill, 
H.R.  3272,  was  passed  last  December. 

You  all  know  the  story  of  the  "un- 
sinkable"  Titanic,  which,  in  1912,  col- 
lided with  an  iceberg  off  the  coast  of 
Newfoundland  and  sunk  2V2  miles  to 
the  ocean  floor.  Over  1,500  lives  were 
lost,  and  the  tragic  event  changed 
maritime  history  forever.  New  regula- 
tions that  would  provide  increased 
safety  at  sea  were  implemented  in  the 
years  following  the  disaster. 

The  joint  United  States-French 
team  which  discovered  the  Titanic  was 
under  the  direction  of  Dr.  Robert  Bal- 
lard of  Woods  Hole  Oceanographic  In- 
stitution. The  team  initially  located 
the  shipwreck  with  an  unmanned  sub- 
mersible, and  Dr.  Ballard's  latest  trip 
to  the  site  this  past  July  was  in  the 
three-man  submersible  Alvin. 

Using  sophisticated  undersea  tech- 
nology. Dr.  Ballard  found  an  imder- 
water  museum:  thousands  of  artifacts 
were  strewn  over  the  ship  and  ocean 
floor.  The  remotely  operated  camera 
attached  lo  Alvin  traveled  down  the 
grand  staircase  to  view  the  ballroom 
with  its  chandelier  still  hanging.  Un- 
corked champagne  bottles  and  unbro- 
ken fine  china  survived  the  2V4-mile 
fall  to  the  bottom.  Dr.  Ballard  and  his 
colleagues  determined  that  on  impact 
with  the  iceberg,  the  portion  of  the 
hull  where  the  gash  was  supposed  to 
be  had  actually  buckled  where  the 
steel  plates  popped  their  rivets  and 
separated.  Throughout,  the  scientific 
expedition  proceeded  with  its  mission 
while  maintaining  the  archeological 
history  of  the  site. 

The  passage  of  this  legislation  serves 
several  purposes:  it  provides  a  forum 
to  resolve  the  potential  conflicts  of  in- 
terest between  scientists,  salvors,  ar- 
cheologists,  and  family  and  friends  of 
those  who  perished.  An  understanding 
of  how  to  treat  the  shipwreck  lies  in 
legislation  that  will  commemorate  the 
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lives  lost  and  allow  the  rest  of  the 
world  to  see  and  learn  from  the  tragic 
event.  S.  2048  does  just  that. 

Since  the  shipwreck  lies  in  interna- 
tional waters,  the  bill  seeks  to  promote 
a  spirit  of  cooperation  between  coun- 
tries, a  spirit  that  would  create  a 
conunon  goal:  to  stimulate  research 
and  exploration  on  the  Titanic  and 
encourage  those  who  would  be  in- 
volved in  those  activities  to  refrain 
from  physically  disturbing  the  wreck 
or  recovering  artifacts  until  there  has 
been  fair  opportunity  to  develop  inter- 
national guidelines  or  agreements. 
Specifically  the  bill  directs  the  Secre- 
tary of  State  to  consult  with  the  Ad- 
ministrator of  the  National  Oceanic 
and  Atmospheric  Administration  when 
negotiating  with  interested  nations. 
Pull  participation  in  the  guideline  de- 
velopment process  by  other  interested 
U.S.  Federal  agencies,  academic  and 
research  institutions,  and  the  public  is 
encouraged. 

This  legislation  has  the  support  of 
the  administration  and  requires  no  au- 
thorization of  funds.  The  bill  does  not 
prohibit  U.S.  citizens  from  exploring 
or  salvaging  activities  in  the  absence 
of  similar  restrictions  on  citizens  of 
other  interested  nations. 

Again,  I  urge  swift  passage  of  this 
legislation,  so  the  Titanic  can  receive 
the  proper  treatment  she  so  richly  de- 
serves. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  read  the  third 
time,  and  passed;  as  follows: 

S.  2048 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United   States    of 
America-in  Congress  assembled, 

SECTION  I.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  R.M.S.  Ti- 
tanic Maritime  Memorial  Act  of  1986". 

SEC.  2.  FINDINGS  AND  PIRPOSES. 

(a)  Findings.— The  Congress  finds  that— 

(1)  the  R.M.S.  Titanic,  the  ocean  liner 
which  sank  on  her  maiden  voyage  after 
striking  an  iceberg  on  April  14,  1912,  should 
be  designated  as  an  international  maritime 
memorial  to  the  men.  women,  and  children 
who  perished  aboard  her; 

(2)  the  recent  discovery  of  the  R.M.S.  Ti- 
tanic, lying  more  than  twelve  thousand  feet 
beneath  the  ocean  surface,  demonstrates 
the  practical  applications  of  ocean  science 
and  engineering; 

(3)  the  R.M.S.  Titanic,  well  preserved  in 
the  cold,  oxygen-poor  waters  of  the  deep 
North  Atlantic  Ocean,  is  of  major  national 
and  international  cultural  and  historical  sig- 
nificance, sind  merits  appropriate  interna- 
tional protection;  and 

(4)  the  R.M.S.  Titanic  represents  a  special 
opportunity  for  deep  ocean  scientific  re- 
search and  exploration. 

(b)  Purpose.— The  Congress  declares  that 
the  purposes  of  this  Act  are— 

(1)  to  encourage  international  efforts  to 
designate  the  R.M.S.  Titanic  as  an  interna- 
tional maritime  memorial  to  those  who  lost 
their  lives  aboard  her  in  1912; 

(2)  to  direct  the  United  States  to  enter 
into  negotiations  with  other  interested  na- 
tions to  establish  an  international  agree- 
ment which  will  provide  for  the  designation 


of  the  R.M.S.  Titanic  as  an  international 
maritime  memorial,  and  protect  the  scientif- 
ic, cultural,  and  historical  significance  of 
the  R.M.S.  Titanic; 

(3)  to  encourage,  in  those  negotiations  or 
in  other  fora,  the  development  and  imple- 
mentation of  international  guidelines  for 
conducting  research  on.  exploration  of,  and 
if  appropriate,  salvage  of  the  R.M.S.  Titan- 
ic; and 

(4)  to  express  the  sense  of  the  United 
States  Congress  that,  pending  such  interna- 
tional agreement  or  guidelines,  no  person 
should  physically  alter,  disturb,  or  salvage 
the  R.M.S.  Titanic  in  any  research  or  ex- 
ploratory activities  which  are  conducted. 

SKI.  3.  DEFINITIONS. 

For  the  purposes  of  this  Act.  the  term— 

(a)  ■■Administrator"  means  the  Adminis- 
trator of  the  National  Oceanic  and  Atmos- 
pheric Administration  (NOAA); 

(b)  ■■person"  means  any  individual  (wheth- 
er or  not  a  citizen  or  national  of  the  United 
States),  any  corporation,  partnership,  asso- 
ciation, or  other  entity  (whether  or  not  or- 
ganized or  existing  under  the  laws  of  any 
State),  and  any  Federal,  State,  local,  or  for- 
eign government  or  any  entity  of  any  such 
government; 

(c)  ■R.M.S.  Titanic'  means  the  ship- 
wrecked vessel  R.M.S.  Titanic,  her  cargo  or 
other  contents,  including  those  items  which 
are  scattered  on  the  ocean  floor  in  her  vicin- 
ity; and 

(d)  ■'Secretary"  means  the  Secretary  of 
State. 

SEC.  4.  COM.MEND.VTION. 

The  Congress  of  the  United  States  highly 
commends  the  members  of  the  joint  inter- 
national expedition  which  discovered  the 
R.M.S.  Titanic. 

SEC.  i.  INTERN.ATION.\l.  (aiDEI.INES. 

(a)  The  Administrator  is  directed  to  enter 
into  consultations  with  the  United  King- 
dom, FYance,  Canada,  and  other  interested 
nations  to  develop  international  guidelines 
for  research  on,  exploration  of,  and  if  ap- 
propriate, salvage  of  the  R.M.S.  Titanic, 
which— 

(1)  are  consistent  with  its  national  and 
international  scientific,  cultural,  and  histor- 
ical significance  and  the  purposes  of  this 
Act;  and 

(2)  promote  the  safety  of  individuals  in- 
volved in  such  operations. 

(b)  In  carrying  out  subsection  (a),  the  Ad- 
ministrator shall  consult  with  the  Secretary 
and  shall  promote  full  participation  by 
other  interested  Federal  agencies,  academic 
and  research  institutions,  and  members  of 
the  public. 

SEC.  «.  INTERN.4TIONAL  A<;REEMENT. 

(a)  The  Secretary  is  directed  to  enter  into 
negotiations  with  the  United  Kingdom, 
Prance,  Canada,  and  other  interested  na- 
tions to  develop  an  international  agreement 
which  provides  for— 

(1)  the  designation  of  the  R.M.S.  Titantic 
as  an  international  maritime  memorial;  and 

(2)  research  on,  exploration  of,  and  if  ap- 
propriate, salvage  of  the  R.M.S.  Titanic  con- 
sistent with  the  international  guidelines  de- 
veloped pursuant  to  section  (5)  and  the  pur- 
poses of  this  Act. 

(b)  In  carrying  out  the  requirements  of 
subsection  (a),  the  Secretary  shall  consult 
with  the  Administrator,  who  shall  provide 
research  and  technical  assistance  to  the  Sec- 
retary. 

(c)  The  Secretary  and  the  Administrator 
shall  report  semiannually  to  the  Committee 
on  Merchant  Marine  and  Fisheries  and  the 
Committee  on  Foreign  Affairs  in  the  House 


of  Representatives  and  to  the  Committee  on 
Foreign  Relations  and  the  Committee  on 
Commerce,  Science,  and  Transportation  in 
the  Senate  on  the  progress  of  the  negotia- 
tions and  consultations. 

(d)  Upon  adoption  of  an  international 
agreement  as  described  in  subsection  (a), 
the  Secretary  shall  provide  notification  of 
the  agreement  and  recommendations  for 
legislation  to  implement  the  agreement  to 
the  Committee  on  Merchant  Marine  and 
Fisheries  and  the  Committee  on  Foreign  Af- 
fairs in  the  House  of  Representatives  and  to 
the  Committee  on  Foreign  Relations  and 
the  Committee  on  Commerce,  Science,  and 
Transportation  in  the  Senate. 

SEC.  7.  SENSE  OF  lONGRESS  REGARDING  CONDIXT 
OF  FITIRE  ACTIVITIES. 

It  is  the  sense  of  Congress  that  research 
and  limited  exploration  activities  concern- 
ing the  R.M.S.  Titanic  should  continue  for 
the  purpose  of  enhancing  public  knowledge 
of  its  scientific,  cultural,  and  historical  sig- 
nificance: Provided,  That,  pending  adoption 
of  the  international  agreement  described  in 
section  6(a)  or  implementation  of  the  inter- 
national guidelines  described  in  section  5,  no 
person  should  conduct  any  such  research  or 
exploration  activity  which  would  physically 
alter,  disturb,  or  salvage  the  R.M.S.  Titanic. 

SEC.  K.  DISCLAIMER  OF  EXTR.4TERRITORIAL  SOV- 
EREI(;.NTY. 

By  enactment  of  this  Act,  the  United 
States  does  not  assert  sovereignty,  or  sover- 
eign or  exclusive  rights  or  jurisdiction  over, 
or  the  ownership  of,  any  marine  areas  or 
the  R.M.S.  Titanic. 


NATIONAL  HOME  CARE  WEEK 

The  joint  resolution  (S.J.  Res.  339) 
to  designate  the  week  of  November  30, 
1986,  through  December  6,  1986,  as 
"National  Home  Care  Week,"  was  con- 
sidered, ordered  to  be  engrossed  for  a 
third  reading,  read  the  third  time  and 
passed. 

The  preamble  was  agreed  to. 

The  joint  resolution,  and  the  pream- 
ble, are  as  follows: 

S.J.  Res.  339 

Whereas  organized  home  health  care  serv- 
ices to  the  elderly  and  disabled  have  existed 
in  this  country  since  the  last  quarter  of  the 
eighteenth  century; 

Whereas  home  health  care,  (including 
skilled  nursing  services,  physical  therapy, 
speech  therapy,  social  services,  occupational 
therapy,  health  counseling  and  education, 
and  homemaker-home  health  aide  services), 
is  recognized  as  an  effective  and  economical 
alternative  to  unnecessary  institutionaliza- 
tion; 

Whereas  caring  for  the  ill  and  disabled  at 
home  emphasizes  the  dignity  and  independ- 
ence of  the  individual; 

Whereas  the  Federal  Government  has 
supported  home  health  services  since  the 
enactment  of  the  medicare  program,  with 
the  number  of  home  health  agencies  provid- 
ing services  increasing  from  less  than  five 
hundred  to  more  than  five  thousand;  and 

Whereas  many  private,  public,  and  chari- 
table organizations  provide  these  and  simi- 
lar services  to  millions  of  patients  each  year 
preventing,  postponing,  and  limiting  the 
need  for  institutionalization  and  enabling 
such  patients  to  remain  independent:  Now, 
therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
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in  Congress  assembled.  That  the  week  of 
November  30,  1986,  through  December  6. 
1986,  is  designated  as  "National  Home  Care 
Week",  and  the  President  is  authorized  and 
requested  to  issue  a  proclamation  calling 
upon  the  people  of  the  United  States  to  ob- 
serve the  week  with  appropriate  programs, 
ceremonies,  and  activities. 


NATIONAL  INSTITUTES  OP 
HEALTH  CENTENNIAL  YEAR 

The  joint  resolution  (S.J.  Res.  395) 
to  designate  the  period  October  1, 
1986,  through  September  30,  1987.  as 
"National  Institutes  of  Health  Centen- 
nial Year,"  was  considered,  ordered  to 
be  engrossed  for  a  third  reading,  read 
the  third  time  and  passed. 

The  preamble  was  agreed  to. 

The  joint  resolution,  and  the  pream- 
ble, are  as  follows: 

S.J.  Res.  395 

Whereas  the  National  Institutes  of  Health 
over  the  past  100  years,  has  grown  from  a 
one-room  laboratory  of  hygiene  within  the 
Stapleton  Marine  Hospital  on  Staten  Island, 
New  York,  to  become  one  of  the  largest  and 
most  respected  biomedical  research  centers 
in  the  world; 

Whereas  the  National  Institutes  of 
Health,  as  an  agency  of  the  Department  of 
Health  and  Human  Services,  is  the  Nation's 
flagship  in  mankind's  continuing  battle  to 
conquer  disease; 

Whereas  the  National  Institutes  of  Health 
continuously  contributes  to  the  discovery  of 
new  knowledge  that  leads  to  longer  lives 
and  better  health  for  all  people; 

Whereas  the  National  Institutes  of  Health 
provides  national  leadership  in  a  critical 
partnership  of  the  Government,  academic, 
and  private  sectors; 

Whereas  the  National  Institutes  of  Health 
conducts  research  in  its  own  laboratories, 
supports  the  research  of  non-Federal  scien- 
tists in  universities,  medical  schools,  hospi- 
tals, and  other  public,  private,  and  volun- 
tary research  institutions  throughout  this 
country  and  abroad; 

Whereas  the  National  Institutes  of  Health 
fosters  training  and  career  development  of 
future  research  scientists,  sponsors  the  en- 
hancement of  research  resources,  and  pro- 
motes improvements  in  biomedical  commu- 
nications; 

Whereas  the  National  Institutes  of  Health 
facilitates  the  assembly  of  United  States 
and  foreign  biomedical  scientists  and  pro- 
motes the  exchange  of  scientists  and  scien- 
tific information  between  the  United  States 
and  other  countries; 

Whereas  the  National  Institutes  of  Health 
supported  the  work  of  60  Noble  Prize  win- 
ners before  their  selection  as  laureates; 

Whereas  the  National  Institutes  of  Health 
has  contributed  to  the  great  strides  of  the 
past  100  years  in  the  control  and  virtual 
worldwide  elimination  of  epidemic  diseases 
such  as  cholera,  smallpox,  yellow  fever,  and 
bubonic  plague,  and  the  prevention  in  this 
country  of  childhood  diseases  such  as  diph- 
theria, polio,  tetanus,  and  pertussis; 

Whereas  the  National  Institutes  of  Health 
has  stimulated  biomedical  research  that  has 
played  a  role  in  the  70-percent  reduction  in 
the  death  rate  in  the  United  States  since 
1900; 

Whereas  the  National  Institutes  of  Health 
has  pioneered  new  methods  for  the  detec- 
tion and  treatment  of  diseases  and  has  pro- 
moted their  widespread  dissemination  into 
medical  practice; 


Whereas  grantees  and  scientists  of  the  Na- 
tional Institutes  of  Health  work  at  the  fore- 
front of  biomedical  technologies  that  open 
up  new  opportunities  in  medical  research: 

Whereas  the  next  100  years  will  undoubt- 
edly see  the  National  Institutes  of  Health 
lead  the  world  in  ways  of  promoting  health 
and  preventing  disease; 

Whereas  the  Congress  of  the  United 
States  has  consistently  supported  the  Na- 
tional Institutes  of  Health  to  maintain 
America's  preeminence  in  medical  research; 
and 

Whereas  the  Congress  of  the  United 
States  looks  to  the  National  Institutes  of 
Health  for  progress  in  overcoming  the  dis- 
ease that  afflict  the  people  of  this  country: 
Now,  therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  the  period  of 
October  1,  1986,  through  September  30. 
1987,  is  designated  as  "National  Institutes  of 
Health  Centennial  Year  ".  and  the  President 
of  the  United  States  is  authorized  and  re- 
quested to  issue  a  proclamation  calling  upon 
the  people  of  the  United  States  to  observe 
such  year  with  appropriate  ceremonies  and 
activities. 


NATIONAL  ADULT  IMMUNIZA- 
TION AWARENESS  WEEK 

The  joint  resolution  (S.J.  Res.  396) 
to  designate  the  week  of  October  26, 
1986,  through  November  1,  1986,  as 
"National  Adult  Immunization  Aware- 
ness Week,"  was  considered,  ordered 
to  be  engrossed  for  a  third  reading, 
read  the  third  time  and  passed. 

The  preamble  was  agreed  to. 

The  joint  resolution,  and  the  pream- 
ble, are  as  follows: 

S.J.  Res.  396 

Whereas  influenza  and  pneumonia  are 
among  the  top  killers  of  American  adults, 
especially  elderly  Americans; 

Whereas  fewer  than  12  percent  of  the 
adult  population  is  adequately  protected 
against  these  diseases  or  against  other 
highly  infectious  diseases  including  measles, 
rubella,  diphtheria,  and  hepatitis  B; 

Whereas  less  than  half  of  Americans  over 
60  are  inoculated  against  the  deadly  tetanus 
toxoid; 

Whereas  the  lives  of  tens  of  thousands  of 
American  adults  could  be  spared  this  year 
simply  by  taking  vaccines  that  are  approved 
as  safe  and  effective  by  the  United  States 
Pood  and  Drug  Administration  and  are 
readily  available  to  the  public;  and 

Whereas  the  Surgeon  General  of  the 
Public  Health  Service  has  repeatedly  called 
on  this  Nation  to  prevent  the  massive  costs 
of  health  care  through  a  program  of  preven- 
tive health  care,  of  which  a  major  role  is 
played  by  inoculation  against  infectious  dis- 
eases: Now,  therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  the  week  of 
October  26,  1986,  through  November  1, 
1986,  is  designated  as  "National  Adult  Im- 
munization Awareness  Week ".  The  Presi- 
dent of  the  United  States  is  authorized  and 
requested  to  issue  a  proclamation  calling 
upon  the  people  of  the  United  States  to  ob- 
serve such  week  with  appropriate  ceremo- 
nies and  activities. 


LEARNING  DISABILITIES 
AWARENESS  MONTH 

The  joint  resolution  (S.J.  Res.  413) 
to  designate  the  month  of  October 
1986  as  "Learning  Disabilities  Aware- 
ness Week,"  was  considered,  ordered 
to  be  engrossed  for  a  third  reading, 
read  the  third  time  and  passed. 

The  preamble  was  agreed  to. 

The  joint  resolution,  and  the  pream- 
ble, are  as  follows: 

S.J.  Res.  413 

Whereas  millions  of  Americans  suffer 
from  one  or  more  learning  disabilities; 

Whereas  it  is  estimated  that  ten  million 
American  children  have  been  diagnosed  as 
suffering  from  learning  disabilities; 

Whereas  most  learning-disabled  persons 
are  of  normal  or  above  normal  intelligence 
but  cannot  learn  to  read  and  write  in  the 
conventional  manner; 

Whereas  it  is  important  for  parents,  edu- 
cators, physicians,  and  learning-disabled 
persons  to  be  aware  of  the  nature  of  learn- 
ing disabilities  and  the  resources  available 
to  help  learning-disabled  persons; 

Whereas  early  diagnosis  and  treatment  of 
learning-disabled  children  gives  such  chil- 
dren a  better  chance  for  a  happy  and  pro- 
ductive adult  life; 

Whereas  the  courage  necessary  for  learn- 
ing-disabled persons  to  meet  their  special 
challenges  should  be  recognized; 

Whereas  hundreds  of  national  and  local 
support  groups  for  learning-disabled  per- 
sons, parents  of  learning-disabled  children, 
and  professionals  who  work  with  learning- 
disabled  persons  have  made  important  con- 
tributions to  the  treatment  of  learning  dis- 
abilities; 

Whereas  research  and  study  have  contrib- 
uted to  public  knowledge  about  learning  dis- 
abilities, but  much  remains  to  be  learned; 
and 

Whereas  public  awareness  of  and  concern 
about  learning  disabilities  may  encourage 
the  establishment  of  the  programs  neces- 
sary to  promote  early  diagnosis  and  treat- 
ment of  learning  disabilities  and  to  help 
learning-disabled  persons  and  their  families 
cope  with  their  learning  disabilities:  Now. 
therefore,  be  it 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  October  1986 
hereby  is  designated  •Learning  Disabilities 
Awareness  Month  ".  and  the  President  of 
the  United  States  is  authorized  and  request- 
ed to  issue  a  proclamation  calling  upon  all 
public  officials  and  the  people  of  the  United 
States  to  observe  such  month  with  appropri- 
ate programs,  ceremonies,  and  activities. 


POLISH  AMERICAN  HERITAGE 
MONTH 

The  Senate  proceeded  to  consider 
the  joint  resolution  (H.J.  Res.  547)  to 
designate  October  1986  as  "Polish 
American  Heritage  Month." 

Mr.  SIMON.  Mr.  President,  I  am 
pleased  that  House  Joint  Resolution 
547,  designating  October  1986  as 
"Polish  American  Heritage  Month." 
was  favorably  passed  out  of  the  Judici- 
ary Committee  on  September  19.  1986. 
I  introduced  this  joint  resolution  as 
Senate  Joint  Resolution  404  on  August 
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15,  1986.  and  am  pleased  to  note  that 
there  are  now  30  cosponsors. 

Polish  Americans  have  contributed 
richly  to  our  culture.  They  have  ex- 
celled in  education,  arts  and  sciences, 
diplomacy,  the  military,  sports,  and 
entertainment.  Polish  Americans  are 
justly  proud  of  their  contributions  to 
American  society. 

Polish  American  Heritage  Month 
will  also  help  focus  attention  on  the 
plight  of  the  people  of  Poland,  and 
that  of  the  once  free  trade  union  Soli- 
darity. Although  a  number  of  political 
prisoners  were  recently  released,  the 
struggle  for  human  dignity  and  free- 
dom in  that  country  is  far  from  over. 
By  honoring  Polish  Americans,  we  also 
send  a  message  of  hope  to  those  fight- 
ing for  a  free  Poland. 

Mr.  President,  I  ask  that  House 
Joint  Resolution  547  be  adopted  by 
the  Senate,  so  that  we  may  usher  in 
October  1986  as  "Polish  American 
Heritage  Month." 

The  joint  resolution  was  ordered  to  a 
third  reading,  read  the  third  time,  and 
passed. 

The  preamble  was  agreed  to. 


NATIONAL  JOB  SKIIJJS  WEEK 

The  joint  resolution  (H.J.  Res.  721) 
to  designate  the  week  of  October  12 
through  18,  1986,  as  "National  Job 
Skills  Week,"  was  considered,  ordered 
to  a  third  reading,  read  the  third  time, 
and  passed. 

The  preamble  was  agreed  to. 


NATIONAL  APLASTIC  ANEMIA 
AWARENESS  WEEK 

The  joint  resolution  (H.J.  Res.  611) 
to  designate  the  period  of  December  1, 
through  7.  1986,  as  "National  Aplastic 
Anemia  Awareness  Week,"  was  consid- 
ered, ordered  to  a  third  reading,  read 
the  third  time,  and  passed. 

The  preamble  was  agreed  to. 


PASSENGER  SHIP  ACT 

The  Senate  proceeded  to  consider 
the  bill  (S.  1935)  to  direct  the  secre- 
tary of  the  department  in  which  the 
Coast  Guard  is  operating  to  cause  cer- 
tain vessels  to  be  documented  as  ves- 
sels of  the  United  States  so  as  to  be 
entitled  to  engage  in  the  domestic 
coastwise  trade,  and  for  other  pur- 
poses, which  had  been  reported  from 
the  Committee  on  Commerce,  Science, 
and  Transportation,  with  an  amend- 
ment to  strike  out  all  after  the  enact- 
ing clause,  and  insert  the  following: 

That  this  Act  may  be  cited  as  the  "Passen- 
ger Ship  Act  of  1986". 

Sec.  2.  (a)  The  Secretary  of  the  depart- 
ment in  which  the  Coast  Guard  is  operating 
(hereinafter  referred  to  as  the  "Secretary") 
shall,  during  the  period  beginning  on  the 
date  of  enactment  of  this  Act  and  ending 
August  31.  1988.  monitor  the  status  of  ef- 
forts to  construct  in  the  United  States  pas- 
senger vessels,  or  to  refurbish  as  required  by 


law  in  the  United  States  passenger  vessels 
built  in  the  United  States,  with  accommoda- 
tions for  at  least  six  hundred  passengers. 

(b)  During  the  period  referred  to  in  sub- 
section <a)  of  this  section,  the  Secretary 
shall  publish  notice  in  the  Federal  Register 
within  thirty  days  after  either  the  substan- 
tial completion  of  construction  or  refurbish- 
ment of  any  vessel  described  in  subsection 
(a)  of  this  section  that  was  not  operating  on 
the  date  of  enactment  of  this  Act  as  a  docu- 
mented passenger  vessel  of  the  United 
States  with  the  privilege  of  engaging  in  the 
coastwise  trade. 

(c)  Sections  3  through  10  of  this  Act  shall 
take  effect  on  September  1,  1988.  unless 
before  such  date  the  Secretary  has  made  de- 
terminations and  published  notice  of  such 
determinations  in  the  Federal  Register  (as 
required  by  subsection  (b)  of  this  section) 
with  respect  to  at  least  two  vessels. 

Sec.  3.  Notwithstanding  section  12106  or 
12107  of  title  46.  United  States  Code,  section 
8  of  the  Act  of  June  19.  1886  (46  App.  U.S.C. 
289).  section  27  of  the  Merchant  Marine 
Act.  1920  (46  App.  U.S.C.  883).  or  any  other 
similar  provision  of  law.  the  Secretary  may. 
from  applications  submitted  in  accordance 
with  this  Act.  document  vessels  not  other- 
wise qualified  to  t>e  documented  as  vessels 
of  the  United  States  with  the  privilege  of 
engaging  in  the  coastwise  trade,  if— 

( 1 )  each  such  vessel  is  in  compliance  with 
all  other  requirements  of  law  or  regulations 
applicable  to  vessels  engaging  in  the  coast- 
wise trade: 

(2)  any  alterations,  repairs,  or  rebuilding 
of  each  vessel  that  are  necessary  to  bring 
the  vessel  into  compliance  with  the  require- 
ments of  part  B  of  subtitle  II  of  title  46. 
United  States  Code  (relating  to  inspection 
and  regulation  of  vessels)  and  regulations 
issued  under  that  part,  or  any  conversion  to 
eliminate  cargo  space  necessary  to  bring  the 
vessel  into  compliance  with  paragraph  (5)  of 
this  section,  are  performed  in  the  United 
States: 

(3)  all  future  nonemergency  alterations, 
repairs,  or  rebuilding  of  each  such  vessel 
after  it  is  documented  under  this  section  are 
performed  in  the  United  States  pursuant  to 
the  then  applicable  laws,  so  long  as  the 
vessel  remains  documented  as  a  United 
States  vessel: 

(4)  each  such  vessel  is  owned  at  the  time 
of  documentation  by  a  citizen  of  the  United 
States,  as  defined  in  the  applicable  laws  pre- 
scribing the  qualifications  of  vessels  to 
engage  in  the  coastwide  trade: 

(5)  transportation  in  each  vessel  is  limited 
solely  to  passengers  and  their  personal  lug- 
gage, personal  property  and  personal  motor 
vehicles  trans[>orted  on  a  basis  other  than 
on  a  ferry  service  basis; 

(6)  the  owner  of  each  such  vessel  has 
agreed  to  enter  into  a  contract  with  the 
United  States  for  the  inclusion  of  enhanced 
military  features  at  Government  expense: 
and 

(7)  the  Secretary  determines— 

(A)  that  each  such  vessel  is  a  modem,  effi- 
cient and  economical  vessel: 

(B)  that  each  such  vessel  has  twin  screws 
and  is  not  less  than  ten  thousand  gross  reg- 
istered tons; 

(C)  that  each  such  vessel  has  accommoda- 
tions for  not  less  than  six  hundred  passen- 
gers with  modem  facilities; 

(D)  that  each  such  vessel  has  a  remaining 
useful  economic  life  of  not  less  than  ten 
years  after  documentation  under  this  sec- 
tion; and 

(E)  in  consultation  with  the  Secretary  of 
the  Navy,  that  each  such  vessel  will  be  suit- 


able for  conversion  to  a  troop  ship  for  use  in 
time  of  war  or  national  emergency. 

Sec.  4.  (a)  An  application  for  documenta- 
tion under  this  Act  shall  be  submitted  to 
the  Secretary  no  later  than  September  1, 
1989.  A  separate  application  shall  be  submit- 
ted for  each  vessel  to  be  considered  by  the 
Secretary  for  documentation. 

(b)  The  Secretary  shall  charge  a  fee  of 
$3,000  for  each  application  submitted. 

(c)  Not  later  than  March  1,  1990.  the  Sec- 
retary shall  select  vessels  which  meet  the 
requirements  for  documentation  under  this 
Act. 

(d)  The  Secretary  shall  notify  the  appli- 
cant that  such  applicant's  vessel  has  been 
selected  for  documentation  under  this  Act. 

Sec.  5.  A  vessel  selected  for  docimientation 
under  section  4  of  this  Act  may  enter  the 
coastwise  trade  no  later  than  two  years 
after  the  date  of  the  Secretary's  notification 
of  selection  under  section  4(d)  of  this  Act. 

Sec  6.  The  owner,  operator,  or  successor 
in  interest  of  a  vessel  documented  under 
this  Act  shall  not  offer  substantially  similar 
service  as  determined  by  the  Secretary,  to 
that  service  offered  on  September  1.  1988, 
by  the  owner,  operator,  or  successor  In  in- 
terest of  a  coastwise  passenger  vessel  con- 
structed In  the  United  States.  If  such  sub- 
stantially similar  service  offered  by  the 
owner,  operator,  or  successor  In  Interest  of  a 
coastwise  passenger  vessel  constructed  in 
the  United  States  is  terminated,  a  vessel 
documented  under  this  Act  may  offer  such 
service. 

Sec.  7.  The  owner  or  operator  of  a  vessel 
documented  under  this  Act  shall  not  offer, 
except  in  accordance  with  this  section,  sub- 
stantially similar  service  to  that  service  of- 
fered or  advertised  after  September  1.  1988. 
by  an  owner,  operator,  or  successor  of  a 
coastwise  passenger  vessel  constructed  In 
the  United  States,  if— 

( 1 )  the  owner,  operator,  or  successor  In  in- 
terest of  the  coastwise  passenger  vessel  con- 
structed in  the  United  States  certifies  to  the 
Secretary,  within  two  years  after  the  date 
the  vessel  documented  under  this  Act  enters 
the  coastwise  trade,  that  such  owner,  opera- 
tor, or  successor  in  interest  is  offering  or  ad- 
vertising the  service  pursuant  to  a  certifi- 
cate of  financial  responsibility  for  Indemni- 
fication of  passengers  for  nonperformance 
of  transportation  Issued  in  accordance  with 
the  Act  entitled  "An  Act  to  require  evidence 
of  adequate  financial  responsibility  to  pay 
judgments  for  personal  Injury  or  death,  or 
to  repay  fares  in  the  event  of  nonperform- 
ance of  voyages,  to  establish  minimum 
standards  for  passenger  vessels  and  to  re- 
quire disclosure  of  construction  details  on 
passenger  vessels,  and  for  other  purposes", 
approved  November  6,  1966  (46  App.  U.S.C. 
817e).  by  the  Federal  Maritime  Commission: 

(2)  the  Secretary  determines  that  the 
service  offered  or  advertised  is  substantially 
similar  to  that  service  offered  by  the  owner 
or  operator  of  the  vessel  documented  under 
this  Act,  and  the  Secretary  notifies  the 
owner  or  operator  of  the  vessel  documented 
under  this  Act  that  such  owner  or  operator 
shall  terminate  the  service  no  later  than 
three  hundred  and  fifty-six  days  after  such 
notification;  and 

(3)  the  coastwise  passenger  vessel  con- 
structed in  the  United  States  enters  the 
service  certified  to  the  Secretary  under 
paragraph  (1)  of  this  section  no  later  than 
three  hundred  and  sixty-five  days  following 
notification  under  paragraph  (2)  of  this  sec- 
tion. 

Sec.  8.  (a)  For  the  purposes  of  section  6 
and  7  of  this  Act,  the  term  "coastwise  pas- 
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senger   vessel   constructed   in   the   United 
States"  means— 

(1)  a  vessel  built  in  the  United  States 
which  (A)  is  documented  under  the  laws  of 
the  United  States,  (B)  is  offering  services  in 
the  coastwise  trade  on  September  1,  1988, 
and  (C)  has  accommodations  for  not  less 
than  six  hundred  passengers  with  modem 
facilities;  or 

(2)  a  vessel  built  in  the  United  States  after 
September  1,  1988  which  (A)  is  documented 
under  the  laws  of  the  United  States,  and  (B) 
has  accomodations  for  not  less  than  six 
hundred  passengers  with  modem  facilities. 

(b)  In  determining  under  sections  6  and  7 
of  this  Act  whether  a  coastwise  passenger 
vessel  Is  offering  service  substantially  simi- 
lar to  service  offered  by  vessels  documented 
under  this  Act,  the  Secretary  shall  consider, 
among  other  things— 

<1)  the  frequency  of  the  comparable  serv- 
ice; 

(2)  the  relative  size  and  class  of  service  of 
the  competing  vessels; 

(3)  the  number  and  geographic  location  of 
competing  (x>rts  of  call;  and 

(4)  the  overall  itineraries  of  the  competing 
vessels. 

Skc.  9.  The  Secretary  shall  modify  the  cer- 
tificate of  documentation  of  a  vessel  to  re- 
flect the  imposition  or  removal  of  a  restric- 
tion resulting  from  the  operation  of  this 
Act. 

Sec.  10.  The  Secretary  may  prescribe  rules 
and  regulations  to  carry  out  the  provisions 
of  this  Act. 

The  amendment  was  agreed  to. 

Mr.  DANPORTH.  Mr.  President.  I 
am  offering  today  S.  1935,  the  Passen- 
ger Ship  Act  of  1986.  as  reported  by 
the  Committee  on  Commerce.  Science, 
and  Transportation. 

S.  1935,  as  reported,  is  designed  to 
revitalize  the  domestic  cruise  vessel  in- 
dustry without  adversely  impacting  on 
current  efforts  to  build  and  refurbish 
deepwater  cruise  vessels  in  the  United 
States.  The  legislation  would  permit 
the  documentation  and  operation  of 
certain  foreign-built  cruise  vessels  in 
the  coastwise  passenger  trade  if  con- 
struction or  refurbishment  of  two 
U.S.-built  deepwater  passenger  vessels 
has  not  been  substantially  completed 
by  September  1.  1988. 

Much  concern  has  been  expressed 
about  the  inability  of  U.S.-flag  vessel 
operators  to  participate  in  an  expand- 
ing domestic  market  for  the  entertain- 
ment, convention,  and  vacation  serv- 
ices provided  by  luxury  deepwater 
cruise  vessels.  Only  two  such  vessels 
now  operate  in  our  coastwise  trade 
under  U.S.-flag.  both  off  Hawaii,  and 
none  has  been  built  in  the  United 
States  in  30  years.  Although  the  need 
to  revitalize  the  cruise  ship  industry 
has  been  widely  recognized,  there  has. 
until  now.  been  no  agreement  about 
how  to  do  so. 

The  legislation  I  am  offering  today 
succeeds  where  previous  legislative  ef- 
forts have  failed  to  forge  a  consensus. 
I  believe  the  reason  for  the  widespread 
support  of  this  bill  is  that  it  is  a  com- 
promise that  accommodates  the  na- 
tional interest  in  a  strong  U.S.-built 
fleet  while  allowing  for  the  entry  of 
foreign-built  vessels  if  domestic  inter- 


ests caimot  meet  the  demand  for 
cruise  services  by  substantially  com- 
pleting construction  or  refurbishment 
of  two  U.S.-built  vessels  in  the  next  2 
years. 

If.  as  I  hope,  efforts  by  domestic  in- 
terests are  successful  in  substantially 
completing  two  U.S.-bulld  vessels  in 
the  next  2  years,  no  foreign-built  ves- 
sels will  be  permitted  to  enter  the 
coastwise  trade  imder  this  bill.  If  not, 
then  foreign-built  vessels  will  be  al- 
lowed in.  subject  to  the  protective  pro- 
visions of  the  bill  that  are  designed  to 
safeguard  existing  and  prospective 
U.S.-flag  cruise  vessel  operators  offer- 
ing substantially  similar  service. 

Mr.  President.  S.  1935  was  reported 
without  objection  by  the  Commerce 
Committee.  It  enjoys  the  support  of 
virtually  all  interested  segments  of  the 
public,  and  I  ask  my  colleagues  to  sup- 
port it.  

Mr.  STEVENS.  Mr.  President,  the 
Committee  on  Commerce.  Science,  and 
Transportation  has  reported  S.  1935, 
the  Passenger  Ship  Act  of  1986.  Chair- 
man Danforth  has  submitted  a  state- 
ment explaining  the  purpose  of  the 
legislation,  and  I  concur  fully  with  his 
assessment. 

S.  1935  provides  the  Secretary  of 
Transportation  with  the  authority  to 
permit  certain  foreign-built  cruise  ves- 
sels to  operate  in  the  coastwise  passen- 
ger trade,  provided  that  the  U.S.  ship- 
building industry  has  not  substantially 
completed  the  construction  or  refur- 
bishment of  two  U.S.-built  luxury 
cruise  vessels  by  September  1,  1988. 

This  issue  has  sharply  divided  the 
Senate  Commerce  Committee  for  4 
years  now.  We  have  finally  been  able 
to  strike  a  balance  between  the  need 
to  revitalize  the  domestic  cruise  vessel 
industry  and  the  need  to  provide  the 
U.S.  shipbuilding  industry  with  the 
first  opportunity  to  meet  the  demands 
of  an  expanding  market. 

Mr.  President.  S.  1935  was  reported 
without  objection  by  the  Commerce 
Committee.  I  ask  my  colleagues  to  sup- 
port quick  consideration  of  this  impor- 
tant legislation. 

Mr.  INOUYE.  Mr.  President.  I  sup- 
port S.  1935,  because  I  believe  it  will 
provide  an  opportunity  to  increase  the 
size  of  our  domestic  passenger  cruise 
industry  without  undermining  the  ob- 
jectives of  our  cabotage  laws. 

In  each  of  the  last  three  Congresses 
we  have  been  urged,  albeit  unsuccess- 
fully, to  chip  away  at  our  cabotage 
laws,  and  enact  legislation  to  permit 
foreign-build  cruise  vessels  to  be  re- 
flagged,  with  Jones  Act  privileges.  Pro- 
ponents of  these  measures  have  main- 
tained that  it  is  financially  not  feasi- 
ble to  build  a  passenger  cruise  vessel  in 
a  U.S.  shipyard,  and  if  we  are  to  have 
a  domestic  cruise  industry  we  must 
permit  foreign-built  vessels  to  be  re- 
flagged  with  coastwise  privileges. 

In  the  past  I  have  opposed  these  ef- 
forts because  I  felt  that  if  foreign- 


built  vessels  were  allowed  into  our  do- 
mestic trades  it  would: 

Assure  that  no  passenger  cruise  ves- 
sels will  be  built  in  U.S.  shipyards.  The 
capital  costs  of  a  U.S.-built  vessel 
would  make  it  noncompetitive  with  a 
foreign-built  vessel  which,  of  course, 
would  have  a  much  lower  construction 
cost. 

In  this  connection,  a  U.S.  shipyard- 
American  Ship  Building  Co.— has  pub- 
licly announced  that  it  wiU  build  two 
cruise  vessels,  and  operate  them  in  our 
Jones  Act  trades.  It  will  not  do  so. 
however,  if  foreign-built  vessels  are 
permitted  in  the  Jones  Act  trades. 

Enable  these  foreign-built  reflagged 
vessels  to  compete  with  the  only  two 
U.S.-built  vessels  now  operating  in  our 
Jones  Act  trades.  Such  an  occurrence 
would,  of  course,  be  completely  at  odds 
with  the  purposes  and  objectives  of 
our  cabotage  laws. 

When  the  Commerce  Committee 
considered  S.  1935  in  executive  session 
I  was  therefore  prepared  to  oppose  it. 

As  the  committee  debated  the 
matter  it  seemed  clear  to  me  that  all 
of  the  members  wanted  the  cruise  ves- 
sels operating  in  our  domestic  trades 
to  be  U.S.-built.  if  that  is  a  realistic 
possibility,  and,  if  not,  the  committee 
wanted  to  ensure  that  any  foreign- 
built  reflagged  vessels  would  not  com- 
pete against  current  or  future  U.S.- 
built  vessels. 

Out  of  the  conmiittee's  deliberations 
on  S.  1935.  came  a  compromise  in  the 
nature  of  a  substitute  which  1  believe 
ensures  a  reasonable  opportunity  for 
refurbishment  or  construction  of 
cruise  vessels  in  U.S.  yards,  such  as 
American  Ship  Building  Co.  proposes; 
while  at  the  same  time  ensuring  that 
if  such  refurbishment  or  construction 
does  not  materialize  within  a  reasona- 
ble time,  foreign-flag  passenger  vessels 
may  be  reflagged  with  Jones  Act  privi- 
leges. 

The  heart  of  the  compromise  is,  of 
course,  the  two  provisions  intended  to 
achieve  those  objectives. 

The  first  provides  that  if  the  con- 
struction or  refurbishment  of  two  ves- 
sels in  U.S.  yards  is  "substantially 
completed"  by  August  31,  1988.  no  for- 
eign-built vessels  may  be  reflagged 
with  Jones  Act  privileges. 

The  second  provides  that  if  con- 
struction or  refurbishment  is  not  com- 
pleted by  that  date,  those  foreign-built 
vessels  which  are  reflagged  under  the 
legislation  may  not  offer  Jones  Act 
service  which  is  "substantially  similar" 
to  that  which  is  currently  being  of- 
fered by  U.S.-built  vessels  or  may  be 
offered  by  future  U.S.-built  vessels. 

The  tests  for  what  constitutes  "sub- 
stantial completion"  and  "substantial- 
ly similar  service"  are  not  set  out  in 
bill  itself.  They  are,  however,  precisely 
spelled  out  in  the  committee  report, 
and  I  would  like  to  read  the  pertinent 
text  because  those  tests  are  critical. 
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The  committee  report  explains  the 
test  of  "substantial  completion"  as  fol- 
lows: 

Section  2  requires  the  Secretary  of  the 
Department  in  which  the  Coast  Guard  is 
operating  (Secretary)  to  determine  and  pub- 
lish notice  of  the  "substantial  completion" 
of  construction  or  refurbishment  of  U.S.- 
built  cruise  vessels  with  accommodations  for 
at  least  600  passengers.  The  committee  in- 
tends that  the  Secretary  consider  construc- 
tion or  refurbishment  of  a  vessel  to  have 
reached  the  stage  of  "substantial  comple- 
tion" when  (1)  the  keel  has  been  laid;  (2) 
firm,  irrevocable  commitments  and  financ- 
ing have  been  placed  to  complete  the  vessel: 

(3)  at  least  SO  percent  of  the  financing  has 
been  expended  or  contractually  obligated: 

(4)  sufficient  work  and  associated  arrsinge- 
ments  have  been  concluded  so  as  to  make  it 
likely  that  the  vessel  will  be  engaged  in  the 
actual  transportation  of  passengers  on  a 
commercial  basis  in  the  1989  season  or 
shortly  thereafter;  and  (5)  advance  bookings 
for  such  service  are  being  offered  and  adver- 
tised pursuant  to  a  certificate  of  financial 
responsibility  and  indemnification  of  pas- 
sengers for  nonperformance  of  transporta- 
tion. The  committee  intends  that  the  Secre- 
tary, in  determining  whether  a  vessel  has 
reached  the  stage  of  "substantial  comple- 
tion", consider  and  make  appropriate  allow- 
ance for  unavoidable  delays  caused  by  force 
majeure,  acts  of  God.  and  other  events 
beyond  the  control  of  personal  constructing 
or  refurbishing  a  vessel. 

In  the  event  foreign-built  vessels  do 
enter  our  domestic  trades,  the  commit- 
tee report  expressly  states  that  the 
Secretary  of  Transportation  must  find 
that  service  offered  by  a  foreign-built 
vessel  is  "substantially  similar"  and 
thus  prohibited,  if  it  would  cause  eco- 
nomic harm  to  the  existing  or  pro- 
posed service  of  a  U.S.-built  vessel  in  a 
specific  market.  The  report  states  the 
test  as  follows: 

While  the  factors  enumerated  in  section  8 
are  intended  to  guide  the  Secretary  in  deter- 
mining whether  service  by  a  foreign-built 
vessel  would  cause  economic  harm  to  a  do- 
mestic operation  and  thus  be  "substantially 
similar",  the  committee  intends  that  they 
be  illustrative  rather  than  exclusive. 

The  committee  intends  that  the  Secretary 
interpret  "substantially  similar"  service  to 
mean  more  than  merely  identical  service.  In 
addition  to  offering  identical  service,  a  for- 
eign-built vessel  documented  under  the  bill 
could,  for  example,  capture  part  of  the  Ha- 
waiian cruise  market  if  it  offered  cruise 
service  between  the  mainlaind  and  Honolulu: 
offered  cruise  service  from  the  mainland  to 
Hawaii,  and  return  by  air;  or  offered  cruise 
service  to  Honolulu  with  an  air  tour  of 
other  islands.  Such  service  causing  economic 
harm  to  a  domestic  operator  would  be  pro- 
hibited as  "substantially  similar"  within  the 
meaning  of  section  8. 

In  other  words,  if  the  proposed  serv- 
ice or  actual  service  of  a  foreign-built 
vessel  would  siphon-off  passengers  in  a 
particular  market  from  the  service  or 
proposed  service  of  a  U.S.-built  vessel, 
it  would  be  "substantially  similar," 
and  thus  prohibited. 

Mr.  President,  I  believe  S.  1935  is  in 
the  national  interest  and  urge  its  en- 
actment. 


The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  read  the  third 
time,  and  passed. 

The  title  was  amended  so  as  to  read: 
"A  bill  to  authorize  the  coastwise  oper- 
ation of  certain  passenger  vessels.". 


NATIONAL  CHILDREN'S 
TELEVISION  AWARENESS  WEEK 

The  joint  resolution  (H.J.  Res.  710) 
to  designate  the  week  beginning  Octo- 
ber 12,  1986,  as  "National  Children's 
Television  Awareness  Week,"  was  con- 
sidered, ordered  to  a  third  reading, 
read  the  third  time,  and  passed. 

The  preamble  was  agreed  to. 


PROPERTY  TAX  FUND  FOR  THE 
HOULTON  BAND  OF  MALISEET 
INDIANS 

The  bill  (S.  2750)  to  establish  a  prop- 
erty tax  fund  for  the  Houlton  Band  of 
Maliseet  Indians  in  furtherance  of  the 
Maine  Indian  Claims  Settlement  Act 
of  1980.  and  for  other  purposes,  was 
considered,  ordered  to  be  engrossed 
for  a  third  reading,  read  the  third 
time,  and  passed;  as  follows: 

S.  2750 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  this 
Act  may  be  cited  as  the  "Houlton  Band  of 
Maliseet  Indians  Supplementary  Claims 
Settlement  Act  of  1986". 

DEFINITIONS 

Sec.  2.  For  purposes  of  this  Act— 

(1)  The  term  "Houlton  Band  Tax  Fund" 
means  the  fund  established  under  section  3. 

(2)  The  term  "Houlton  Band  trust  land" 
means  land  or  natural  resources  acquired  by 
the  Secretary  of  the  Interior  and  held  in 
trust  by  the  United  States  for  the  benefit  of 
the  Houlton  Band  of  Maliseet  Indians  in  ac- 
cordance with  section  5(d)  of  the  Maine 
Indian  Claims  Settlement  Act  of  1980  (25 
U.S.C.  1724(d);  94  Stat.  1789). 

(3)  The  term  "amended  Maine  Implement- 
ing Act"  means  the  Maine  Implementing 
Act  (defined  in  section  3(e)  of  the  Maine 
Indian  Claims  Settlement  Act  of  1980  (25 
U.S.C.  1722(e);  94  Stat.  1787))  as  amended 
by- 

(A)  the  "Act  to  amend  the  Maine  Imple- 
menting Act  with  respect  to  the  Houlton 
Band  of  Maliseet  Indians ".  enacted  by  the 
State  of  Maine  in  chapter  675  of  the  Public 
Laws  of  1981.  and 

(B)  the  State  of  Maine  in  chapter  672  of 
the  Public  Laws  of  1985. 

(4)  The  term  "Secretary"  means  the  Sec- 
retary of  the  Interior. 

(5)  The  term  "Houlton  Band  of  Maliseet 
Indians"  has  the  meaning  given  to  such 
term  by  section  3(a)  of  the  Maine  Indian 
Claims  Settlement  Act  of  1980  (25  U.S.C. 
1722(a)). 

HOULTON  BAND  TAX  FUND 

Sec  3.  (a)  There  is  hereby  established  in 
the  United  States  Treasury  a  fund  to  be 
known  a«  the  Houlton  Band  Tax  Fund  in 
which  shall  be  deposited  $200,000  in  accord- 
ance with  the  provisions  of  this  Act. 

(b)(1)  Income  accrued  on  the  land  acquisi- 
tion fund  established  for  the  Houlton  Band 
of  Maliseet  Indians  pursuant  to  subsections 
(c)  and  (d)(1)  of  section  5  of  the  Maine 


Indian  Claims  Settlement  Act  of  1980  (25 
U.S.C.  1724;  94  Stat.  1789)  shall  be  trans- 
ferred to  the  Houlton  Band  Tax  Fund.  No 
transfer  shall  be  made  under  this  subsection 
if  such  transfer  would  diminish  such  land 
acquisition  fund  to  a  balance  of  less  than 
$900,000. 

(2)  Whenever  funds  are  transferred  to  the 
Houlton  Band  Tax  Fund  pursuant  to  para- 
graph ( 1 ).  the  Secretary  shall  publish  notice 
of  such  transfer  in  the  Federal  Register. 
Such  notice  shall  specify  when  the  full 
amount  of  $200,000  has  been  transferred  to 
the  Houlton  Band  Tax  Fund. 

(c)  The  Secretary  shall  manage  the  Houl- 
ton Band  Tax  Fund  in  accordance  with  the 
first  section  of  the  Act  of  June  24,  1938  (25 
U.S.C.  162a).  and  shall  utilize  the  principal 
and  interest  of  such  Fund  only  as  provided 
in  subsection  (d)  and  for  no  other  purpose. 

(d)  Notwithstanding  the  provisions  of  sec- 
tion 3727  of  title  31.  United  States  Code,  the 
Secretary  shall  pay  out  of  the  Houlton 
Band  Tax  Fund  all  valid  claims  for  taxes, 
payments  in  lieu  of  property  taxes,  and  fees, 
together  with  any  interest  and  penalties 
thereon— 

(1)  for  which  the  Houlton  Band  of  Mali- 
seet Indians  are  determined  to  be  liable 
under  the  terms  of  section  6208-A(2)  of  the 
amended  Maine  Implementing  Act, 

(2)  which  are  final  and  not  subject  to  fur- 
ther administrative  or  judicial  review,  and 

(3)  which  have  been  certified  by  the  Com- 
missioner of  Finance  and  Administration  of 
the  State  of  Maine  as  valid  claims  (within 
the  meaning  of  section  6208-A(2)  of  the 
amended  Maine  Implementing  Act)  that 
meet  the  requirements  of  this  subsection. 

(e)  Notwithstanding  any  other  provision 
of  law.  if— 

(1)  the  Houlton  Band  of  Maliseet  Indians 
is  liable  to  the  State  of  Maine  or  any 
county,  district,  municipality,  city,  town,  vil- 
lage, plantation,  or  any  other  political  sub- 
division thereof  for  any  tax,  payment  in  lieu 
of  property  tax.  or  fees,  together  with  any 
interest  or  penalties  thereon,  and 

(2)  there  are  insufficient  funds  In  the 
Houlton  Band  Tax  F\ind  to  pay  such  tax. 
payment,  or  fee  (together  with  any  interest 
or  penalties  thereon)  in  full. 

the  deficiency  shall  be  paid  by  the  Houlton 
Band  of  Maliseet  Indians  only  from  income- 
producing  property  owned  by  such  Band 
which  is  not  held  in  trust  for  such  Band  by 
the  United  States,  and  such  Band  shall  not 
be  required  to  pay  such  tax,  payment,  or  fee 
(or  any  interest  or  penalty  thereon)  from 
any  other  source. 

(f )  The  Secretary  shall,  after  consultation 
with  the  Commissioner  of  Finance  and  Ad- 
ministration of  the  State  of  Maine  and  the 
Houlton  Band  of  Maliseet  Indians,  prescribe 
written  procedures  governing  the  filing  and 
payment  of  claims  under  this  section  and 
section  6208-A  of  the  amended  Maine  Im- 
plementing Act. 

HOULTON  BAND  TRUST  LAND 

Sec  4.  (a)  Subject  to  the  provisions  of  sec- 
tion 3  of  this  Act,  the  Secretary  is  author- 
ized and  directed  to  expend,  at  the  request 
of  the  Houlton  Band  of  Maliseet  Indians, 
the  principal  of,  and  income  accruing  on, 
the  land  acquisition  fund  established  for 
such  Band  under  subsections  (c)  and  (d)(1) 
of  section  5  of  the  Maine  Indian  Claims  Set- 
tlement Act  of  1980  (25  U.S.C.  1724;  94  Stat. 
1789)  for  the  purposes  of  acquiring  land  or 
natural  resources  for  such  Band  and  for  no 
other  purpose.  Land  or  natural  resources  so 
acquired  within  the  State  of  Maine  for  such 
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Band  shall  be  held  in  trust  by  the  United 
States  for  the  benefit  of  such  Band. 

(b)(1)  Land  or  natural  resources  acquired 
with  funds  expended  under  the  authority  of 
subsection  (a)  and  held  in  trust  for  the  ben- 
efit of  the  Houlton  Band  of  Maliseet  Indi- 
ans may  be  alienated  only  by— 

(A)  takings  for  public  use  pursuant  to  the 
laws  of  the  State  of  Maine  as  provided  in 
subsection  (c). 

(B)  takings  for  public  use  pursuant  to  the 
laws  of  the  United  States. 

(C)  transfers  authorized  by  section  5(g)(3) 
of  the  Maine  Indian  Claims  Settlement  Act 
of  1980  (25  U.S.C.  1724(g)(3):  94  Stat.  1791). 
or 

(D)  transfers  made  pursuant  to  an  Act  or 
joint  resolution  of  Congress. 

All  other  transfers  of  land  or  natural  re- 
sources acquired  with  funds  expended  under 
the  authority  of  subsection  (a)  and  held  in 
trust  for  the  benefit  of  such  Band  shall  be 
void  ab  initio  and  without  any  validity  in 
law  or  equity. 

(2)  The  provisions  of  paragraph  (1)  shall 
not  prohibit  or  limit  transfers  of  individual 
use  assignments  of  land  or  natural  resources 
from  one  member  of  the  Houlton  Band  of 
Maliseet  Indians  to  another  member  of  such 
Band. 

(c)(1)  Land  or  natural  resources  acquired 
with  funds  expended  under  the  authority  of 
subsection  (a)  and  held  in  trust  for  the  ben- 
efit of  the  Houlton  Band  of  Maliseet  Indi- 
ans may  be  condemned  for  public  purposes 
by  the  State  of  Maine,  or  any  political  sub- 
division thereof,  only  upon  such  terms  and 
conditions  as  shall  be  agreed  upon  in  writ- 
ing between  the  State  and  such  Band  after 
the  date  of  enactment  of  this  Act. 

(2)  The  consent  of  the  United  States  is 
hereby  given  to  the  State  of  Maine  to  fur- 
ther amend  the  amended  Maine  Implement- 
ing Act  for  the  purpose  of  embodying  the 
agreement  described  in  paragraph  ( 1 ). 

(d)(1)  Lands  and  natural  resources  may  be 
acquired  by  the  Secretary  for  the  Houlton 
Band  of  Maliseet  Indians  only  if  the  Secre- 
tary has.  at  any  time  prior  to  such  acquisi- 
tion— 

(A)  transmitted  a  letter  to  the  Secretary 
of  State  of  the  State  of  Maine  stating  that 
the  Houlton  Band  Tax  Fund  contains 
$200,000,  and 

(B)  provided  the  Secretary  of  State  of  the 
State  of  Maine  with  a  copy  of  the  proce- 
dures for  filing  and  payment  of  claims  pre- 
scribed under  section  3(f). 

(2)(A)  No  land  or  natural  resources  may 
be  acquired  by  the  Secretary  for  the  Houl- 
ton Band  of  Maliseet  Indians  until  the  Sec- 
retary— 

(i)  files  with  the  Secretary  of  State  of  the 
State  of  Maine  a  certified  copy  of  the  deed, 
contract,  or  other  conveyance  setting  forth 
the  location  and  boundaries  of  the  land  or 
natural  resources  to  be  acquired  by  the  Sec- 
retary, or 

(ii)  files  with  the  Secretary  of  State  of  the 
State  of  Maine  a  certified  copy  of  any  in- 
strument setting  forth  the  location  and 
boundaries  of  the  land  or  natural  resources 
to  be  acquired. 

(B)  For  purpases  of  subparagraph  (A), 
filing  with  the  Secretary  of  State  of  the 
State  of  Maine  may  be  made  by  mail  and,  if 
such  method  of  filing  is  used,  shall  be  con- 
sidered to  be  completed  on  the  date  on 
which  the  document  is  properly  mailed  to 
the  Secretary  of  State  of  the  State  of 
Maine. 


RESTORATION  OF  FEDERAL 
RECOGNITION  TO  CERTAIN 
INDIAN  TRIBES 

The  Senate  proceeded  to  consider 
the  bill  (H.R.  1344)  to  provide  for  the 
restoration  of  Federal  recognition  to 
the  Ysleta  del  Sur  Pueblo  and  Ala- 
bama and  Coushatta  Indian  Tribes  of 
Texas,  and  for  other  purposes,  which 
had  been  reported  from  the  Select 
Committee  on  Indian  Affairs,  with  an 
amendment  to  strike  out  all  after  the 
enacting  clause,  and  insert  the  follow- 
ing: 

SHORT  TITLE 

Section  1.  This  Act  may  be  cited  as  the 
"Ysleta  del  Sur  Pueblo  and  Alabama  and 
Coushatta  Indian  Tribes  of  Texas  Restora- 
tion Act". 

REGULATIONS 

Sec  2.  The  Secretary  of  the  Interior  or  his 
designated  representative  may  promulgate 
such  regulations  as  may  be  necessary  to 
carry  out  the  provisions  of  this  Act. 

TITLE  I-YSLETA  DEL  SUR  PUEBLO 
RESTORATION 

DEFINITIONS 

Sec  101.  For  purposes  of  this  title— 

(1)  the  term  "tribe"  means  the  Ysleta  del 
Sur  Pueblo  (as  so  designated  by  section  102); 

(2)  the  term  "Secretary"  means  the  Secre- 
tary of  the  Interior  or  his  designated  repre- 
sentative; 

(3)  the  term  "reservation"  means  lands 
within  El  Paso  and  Hudspeth  Counties, 
Texas— 

(A)  held  by  the  tribe  on  the  date  of  the 
enactment  of  this  title; 

(B)  held  in  trust  by  the  State  or  by  the 
Texas  Indian  Commission  for  the  benefit  of 
the  tribe  on  such  date; 

(C)  held  in  trust  for  the  benefit  of  the 
tribe  by  the  Secretary  under  the  plan  devel- 
oped pursuant  to  section  105(g);  and 

(D)  subsequently  acquired  and  held  in 
trust  by  the  Secretary  for  the  benefit  of  the 
tribe. 

(4)  the  term  "State"  means  the  State  of 
Texas; 

(5)  the  term  "Tribal  Council"  means  the 
governing  body  of  the  tribe  as  recognized  by 
the  Texas  Indian  Commission  on  the  date  of 
enactment  of  this  Act,  and  such  tribal  coun- 
cil's successors;  and 

(6)  the  term  "Tiwa  Indians  Act"  means 
the  Act  entitled  "An  Act  relating  to  the 
Tiwa  Indians  of  Texas."  and  approved  April 
12,  1968  (82  Stat.  93). 

REDESIGNATION  OF  TRIBE 

Sec  102.  The  Indians  designated  as  the 
Tiwa  Indians  of  Ysleta.  Texas,  by  the  Tiwa 
Indians  Act  shall,  on  and  after  the  date  of 
the  enactment  of  this  title,  be  known  and 
designated  as  the  Ysleta  del  Sur  Pueblo. 
Any  reference  in  any  law.  map,  regulation, 
document,  record,  or  other  paper  of  the 
United  States  to  the  Tiwa  Indians  of  Ysleta. 
Texas,  shall  be  deemed  to  be  a  reference  to 
the  Ysleta  del  Sur  Pueblo. 

RESTORATION  OF  FEDERAL  RECOGNITION, 
RIGHTS,  AND  BENEFITS 

Sec  103.  (a)  Federal  Recognition.— Fed- 
eral recognition  of  the  tribe  and  of  the  trust 
relationship  between  the  United  States  and 
the  tribe  is  hereby  restored.  The  Act  of 
June  18,  1934  (48  Stat.  984).  as  amended, 
and  all  laws  and  rules  of  law  of  the  United 
States  of  general  application  to  Indians,  to 
nations,  tribes,  or  bands  of  Indians,  or  to 
Indian  reservations  which  are  not  inconsist- 


ent with  any  specific  provision  contained  in 
this  title  shall  apply  to  the  members  of  the 
tribe,  the  tribe,  and  the  reservation. 

(b)  Restoration  of  Rights  and  Privi- 
leges.—All  rights  and  privileges  of  the  tribe 
and  members  of  the  tribe  under  any  Federal 
treaty,  statute.  Executive  order,  agreement, 
or  under  any  other  authority  of  the  United 
States  which  may  have  been  diminished  or 
lost  under  the  Tiwa  Indians  Act  are  hereby 
restored. 

(c)  F^eral  Services  and  Benefits.— Not- 
withstanding any  other  provision  of  law.  the 
tribe  and  the  members  of  the  tribe  shall  be 
eligible,  on  and  after  the  date  of  the  enact- 
ment of  this  title,  for  all  benefits  and  serv- 
ices furnished  to  federally  recognized  Indian 
tribes. 

(d)  Effect  on  Property  Rights  and 
Other  Obligations.— Except  as  otherwise 
specifically  provided  in  this  title,  the  enact- 
ment of  this  title  shall  not  affect  any  prop- 
erty right  or  obligation  or  any  contractual 
right  or  obligation  in  existence  before  the 
date  of  the  enactment  of  this  title  or  any 
obligation  for  taxes  levied  before  such  date. 

state  and  tribal  authority 
Sec  104.  (a)  State  Authority.— Nothing 
in  this  Act  shall  affect  the  power  of  the 
State  of  Texas  to  enact  special  legislation 
benefitting  the  tribe,  and  the  State  is  au- 
thorized to  perform  any  services  benefitting 
the  Tribe  that  are  not  inconsistent  with  the 
provisions  of  this  Act. 

(b)  Tribal  Authority.— The  Tribal  Coun- 
cil shall  represent  the  tribe  and  its  members 
in  the  implementation  of  this  title  and  shall 
have  full  authority  and  capacity— 

(1)  to  enter  into  contracts,  grant  agree- 
ments, and  other  arrangements  with  any 
Federal  department  or  agency,  and 

(2)  to  administer  or  operate  any  program 
or  activity  under  or  in  connection  with  any 
such  contract,  agreement,  or  arrangement, 
to  enter  into  subcontracts  or  award  grants 
to  provide  for  the  administration  of  any 
such  program  or  activity,  or  to  conduct  any 
other  activity  under  or  in  connection  with 
any  such  contract,  agreement,  or  arrange- 
ment. 

PROVISIONS  relating  to  tribal  reservation 
Sec  105.  (a)  Federal  Reservation  Estab- 
lished.—The  reservation  is  hereby  declared 
to  be  a  Federal  Indian  reservation  for  the 
use  and  benefit  of  the  tribe  without  regard 
to  whether  legal  title  to  such  lands  is  held 
in  trust  by  the  Secretary. 

(b)  Conveyance  of  Land  by  State.— The 
Secretary  shall— 

(1)  accept  any  offer  from  the  State  to 
convey  title  to  any  land  within  the  reserva- 
tion held  in  trust  on  the  date  of  enactment 
of  this  Act  by  the  State  or  by  the  Texas 
Indian  Commission  for  the  benefit  of  the 
tribe  to  the  Secretary,  and 

(2)  hold  such  title,  upon  conveyance  by 
the  State,  in  trust  for  the  benefit  of  the 
tril)e. 

(c)  Conveyance  of  Land  by  Tribe.— At  the 
written  request  of  the  Tribal  Council,  the 
Secretary  shall— 

(1)  accept  conveyance  by  the  tribe  of  title 
to  any  land  within  the  reservation  held  by 
the  tribe  on  the  date  of  enactment  of  this 
Act  to  the  Secretary,  and 

(2)  hold  such  title,  upon  such  conveyance 
by  the  tribe,  in  trust  for  the  benefit  of  the 
tribe. 

(d)  Approval  of  Deed  by  Attorney  Gen- 
eral.—Notwithstanding  any  other  provision 
of  law  or  regulation,  the  Attorney  General 
of  the  United  States  shall  approve  any  deed 
or  other  instrument  which  conveys  title  to 
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land  within  El  Paso  or  Hudspeth  Counties. 
Texas,  to  the  United  States  to  be  held  in 
trust  by  the  Secretary  for  the  benefit  of  the 
tribe. 

<e)  Permanent  Improvements  Author- 
ized.—Notwithstanding  any  other  provision 
of  law  or  rule  of  law,  the  Secretary  or  the 
tribe  may  erect  permanent  improvements, 
improvements  of  substantial  value,  or  any 
other  improvement  authorized  by  law  on 
the  reservation  without  regard  to  whether 
legal  title  to  such  lands  has  been  conveyed 
to  the  Secretary  by  the  State  or  the  tribe. 

(f)  Civil  and  Criminal  Jurisdiction 
Within  Reservation.— This  State  shall  ex- 
ercise civil  and  criminal  jurisdiction  within 
the  boundaries  of  the  reservation  as  if  such 
State  had  assumed  such  jurisdiction  with 
the  consent  of  the  tribe  under  sections  401 
and  402  of  the  Act  entitled  "An  Act  to  pre- 
scribe penalties  for  certain  acts  of  violence 
or  intimidation,  and  for  other  purposes." 
and  approved  April  11.  1968  (25  U.S.C.  1321. 
1322). 

(g)  Plan  for  Enlargement  of  Reserva- 
tion.—The  Secretary  shall  negotiate  with 
the  tribe  concerning  the  enlargement  of  the 
reservation  and,  not  later  than  two  years 
after  the  date  of  the  enactment  of  this  Act. 
shall  develop  a  plan  for  the  enlargement  of 
the  reservation  for  the  tribe.  The  plan  shall 
include  provisions  for  the  acquisition  of 
land  to  be  selected  from  available  public. 
State,  or  private  lands  within  El  Paso  or 
Hudspeth  Counties.  Texas.  Upon  approval 
of  such  plan  by  the  tribe,  the  Secretary 
shall  submit  such  plan,  in  the  form  of  pro- 
posed legislation,  to  the  Congress. 

(h)  Notification  and  Consultive  Re- 
quirements for  Plan.— To  assure  that  le- 
gitimate State  and  local  interests  are  not 
prejudiced  by  the  enlargement  of  the  reser- 
vation for  the  tribe,  the  Secretary,  in  devel- 
oping the  plan  under  subsection  (g)  shall 
notify  and  consult  with  all  appropriate  offi- 
cials of  the  State  of  Texas,  all  appropriate 
local  government  officials  in  the  affected 
area  in  the  State  of  Texas,  and  any  other  in- 
terested party.  The  consultations  required 
under  this  subsection  shall  include— 

(1)  the  size  and  location  of  the  additions 
to  the  reser\'ation; 

(2)  the  effect  the  enlargement  of  the  res- 
ervation would  have  on  State  and  local  tax 
revenues: 

(3)  the  criminal  and  civil  jurisdiction  of 
the  State  of  Texas  with  respect  to  the  reser- 
vation and  persons  on  the  reservation; 

(4)  the  provision  of  State  and  local  serv- 
ices to  the  reservation  and  to  the  tribe  and 
members  of  the  tribe  on  the  reservation: 
and 

(5)  the  provision  of  Federal  services  to  the 
reservation  and  to  the  tribe  and  members  of 
the  tribe  and  the  provision  of  services  by 
the  tribe  to  members  of  the  tribe. 

(i)  Contents  of  Plan.— Any  plan  devel- 
oped for  the  enlargement  of  the  reservation 
shall  provide  that  the  Secretary  shall  not 
accept  any  real  property  in  trust  for  the 
benefit  of  the  tribe  or  bands  unless  such 
real  property  is  located  either  within  El 
Paso  or  Hudspeth  Counties.  State  of  Texas. 

(j)  Statement  Appended  to  Enlargement 
Plan  Respecting  Implementation  of  Noti- 
fication AND  Consultative  Require- 
ments.—The  Secretary  shall  append  to  the 
plan  a  detailed  statement  describing  the 
manner  in  which  the  notification  and  con- 
sultation prescribed  by  subsection  (h)  was 
carried  out  and  shall  include  any  written 
comments  with  respect  to  the  enlargement 
of  the  reservation  for  the  tribe  submitted  to 
the  Secretary  by  State  and  local  officials 


and  other  interested  parties  in  the  course  of 
such  consultation. 

TIWA  INDIANS  ACT  REPEALED 

Sec.  106.  The  Tiwa  Indians  Act  is  hereby 
repealed. 

Sec.  107.  <a)  Gaming,  gambling,  lottery  or 
bingo  as  defined  by  the  laws  and  administra- 
tive regulations  of  the  State  of  Texas  is 
hereby  prohibited  on  the  tribe's  reservation 
and  on  tribal  lands. 

(b)  Whoever  violates  the  provisions  of  sub- 
section (a)  of  this  section  shall  be  fined  not 
more  than  $10,000  or  imprisoned  not  more 
than  two  years,  or  both. 

(c)  Nothing  in  this  section  shall  be  con- 
strued as  a  grant  of  civil  regulatory  jurisdic- 
tion to  the  State  of  Texas. 

Sec.  108.  (a)  For  a  period  of  three  years 
after  enactment  of  this  Act,  the  tribe's 
membership  shall  consist  of— 

(1)  the  individuals  listed  on  the  Tribal 
Membership  Roll  approved  by  the  tribe's 
Resolution  No.  TC-5-84  approved  December 
18.  1984.  and  approved  by  the  Texas  Indian 
Commission's  Resolution  No.  TIC-85-005 
adopted  on  January  16.  1985:  and 

(2)  a  descendant  of  an  individual  listed  on 
that  Roll  if  the  descendant  (i)  has  '/g  degree 
or  more  of  Tigua-Ysleta  del  Sur  Pueblo 
Indian  blood,  and  (ii)  is  enrolled  by  the 
tribe. 

(b)  Notwithstanding  subsections  (a)  and 
(c)  of  this  section 

(1)  the  tribe  may  remove  an  individual 
from  tribal  membership  if  it  determines 
that  the  individual's  enrollment  was  im- 
proper: and 

(2)  the  Secretary,  in  consultation  with  the 
tribe,  may  review  the  Tribal  Membership 
Roll.  If  the  Secretary  determines  that  an  in- 
dividual enrolled  by  the  tribe  does  not  meet 
the  criteria  for  membership  set  out  in  the 
tribe's  Resolution  No.  TC-5-84.  then  the 
Secretary  may.  after  affording  an  opportu- 
nity for  an  administrative  appeal  by  such  in- 
dividual or  by  the  tribe,  declare  such  indi- 
vidual ineligible  for  Federal  services  provid- 
ed to  Indians  because  of  their  status  as  Indi- 
ans. 

(c)  Nothing  in  this  section  shall  be  inter- 
preted as  limiting  the  authority  of  the  tribe 
to  determine  its  membership  criteria  or  the 
eligibility  or  ineligibility  of  an  individual  to 
membership  in  the  tribe,  for  purposes  other 
than  eligibility  for  Federal  Indian  services. 

TITLE  II-ALABAMA  AND  COUSHATTA 
INDIAN  TRIBES  OF  TEXAS 

DEFINITIONS 

Sec.  201.  For  purposes  of  this  title- 
CD  the  term  "tribe"  means  the  Alabama 
and  Coushatta  Indian  Tribes  of  Texas  (con- 
sidered as  one  tribe  in  accordance  with  sec- 
tion 202): 

(2)  the  term  "Secretary"  means  the  Secre- 
tary of  the  Interior  or  his  designated  repre- 
sentative: 

(3)  the  term  "reservation"  means  the  Ala- 
bama and  Coushatta  Indian  Reservation  in 
Polk  County,  Texas,  comprised  of— 

(A)  the  lands  and  other  natural  resources 
conveyed  to  the  State  of  Texas  by  the  Sec- 
retary pursuant  to  the  provisions  of  section 
1  of  the  Act  entitled  "An  Act  to  provide  for 
the  termination  of  Federal  supervision  over 
the  property  of  the  Alabama  and  Coushatta 
Tribes  of  Indians  of  Texas,  and  the  individ- 
ual members  thereof;  and  for  other  pur- 
poses." and  approved  August  23,  1954  (25 
U.S.C.  721); 

(B)  the  lands  and  other  natural  resources 
purchased  for  and  deeded  to  the  Alabama 
Indians  in  accordance  with  an  act  of  the  leg- 


islature of  the  State  of  Texas  approved  Feb- 
ruary 3,  1854;  and 

(C)  lands  subsequently  acquired  and  held 
in  trust  by  the  Secretary  for  the  benefit  of 
the  tribe; 

(4)  the  term  'State '  means  the  State  of 
Texas; 

(5)  the  term  "constitution  and  bylaws" 
means  the  constitution  and  bylaws  of  the 
tribe  which  were  adopted  on  June  16,  1971; 
and 

(6)  the  term  "Tribal  Council"  means  the 
governing  body  of  the  tribe  under  the  con- 
stitution and  bylaws. 

ALABAMA  AND  COUSHATTA  INDIAN  TRIBES  OF 
TEXAS  CONSIDERED  AS  ONE  TRIBE 

Sec.  202.  The  Alabama  and  Coushatta 
Indian  Tribes  of  Texas  shall  be  considered 
as  one  tribal  unit  for  purposes  of  this  title 
and  any  other  law  or  rule  of  law  of  the 
United  States. 

RESTORATION  OF  FEDERAL  RECOGNITION, 
RIGHTS,  AND  BENEFITS 

Sec  203.  (a)  Federal  Recognition.— Fed- 
eral recognition  of  the  tribe  and  of  the  trust 
relationship  between  the  United  States  and 
the  tribe  is  hereby  restored.  The  Act  of 
June  18,  1934  (48  Stat.  984),  as  amended, 
and  all  laws  and  rules  of  law  of  the  United 
States  of  general  application  to  Indians,  to 
nations,  tribes,  or  bands  of  Indians,  or  to 
Indian  reservations  which  are  not  inconsist- 
ent with  any  specific  provision  contained  in 
this  title  shall  apply  to  the  members  of  the 
tribe,  the  tribe,  and  the  reservation. 

(b)  Restoration  of  Rights  and  Privi- 
leges.—All  rights  and  privileges  of  the  tribe 
and  members  of  the  tribe  under  any  Federal 
treaty.  Executive  order,  agreement,  statute, 
or  under  any  other  authority  of  the  United 
States  which  may  have  been  diminished  or 
lost  under  the  Act  entitled  "An  Act  to  pro- 
vide for  the  termination  of  Federal  supervi- 
sion over  the  property  of  the  Alabama  and 
Coushatta  Tribes  of  Indians  of  Texas,  and 
the  individual  members  thereof;  and  for 
other  purposes."  and  approved  August  23, 
1954,  are  hereby  restored  and  such  Act  shall 
not  apply  to  the  tribe  or  to  members  of  the 
tribe  after  the  date  of  the  enactment  of  this 
title. 

(c)  Federal  Benefits  and  Services.— Not- 
withstanding any  other  provision  of  law,  the 
tribe  and  the  members  of  the  tribe  shall  be 
eligible,  on  and  after  the  date  of  the  enact- 
ment of  this  title,  for  all  benefits  and  serv- 
ices furnished  to  federally  recognized  Indian 
tribes. 

(d)  Effect  on  Property  Rights  and 
Other  Obligations.— Except  as  otherwise 
specifically  provided  in  this  title,  the  enact- 
ment of  this  title  shall  not  affect  any  prop- 
erty right  or  obligation  or  any  contractual 
right  or  obligation  in  existence  before  the 
date  of  the  enactment  of  this  title  or  any 
obligation  for  taxes  levied  before  such  date. 

STATE  AND  TRIBAL  AUTHORITY 

Sec.  204.  (a)  State  Authority.— Nothing 
in  this  Act  shall  affect  the  power  of  the 
State  of  Texas  to  enact  special  legislation 
benefitting  the  tribe,  and  the  State  is  au- 
thorized to  perform  any  services  benefitting 
the  tribe  that  are  not  inconsistent  with  the 
provisions  of  this  Act. 

(b)  Current  Constitution  and  Bylaws 
To  Remain  in  Effect.— Subject  to  the  provi- 
sions of  section  203(a)  of  this  Act,  the  con- 
stitution and  by  laws  of  the  tribe  on  fUe 
with  the  Committee  on  Interior  and  Insular 
Affairs  is  hereby  declared  to  be  approved 
for  the  purposes  of  section  16  of  the  Act  of 
June  18.  1934  (48  SUt.  987;  25  U.S.C.  476) 
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except  that  all  reference  to  the  Texas 
Indian  Conunission  shall  be  considered  as 
reference  to  the  Secretary  of  the  Interior. 

(c)  Authority  and  Capacity  of  Tribal 
Council.— No  provision  contained  in  this 
title  shall  affect  the  power  of  the  Tribal 
Council  to  take  any  action  under  the  consti- 
tution and  bylaws  described  in  subsection 
(b).  The  Tribal  Council  shall  represent  the 
tribe  and  its  members  in  the  implementa- 
tion of  this  title  and  shall  have  full  author- 
ity and  capacity— 

(1)  to  enter  into  contracts,  grants,  agree- 
ments, and  other  arrangements  with  any 
Federal  department  or  agency; 

(2)  to  administer  or  operate  any  program 
or  activity  under  or  in  connection  with  any 
such  contract,  agreement,  or  arrangement, 
to  enter  into  subcontracts  or  award  grants 
to  provide  for  the  administration  of  any 
such  program  or  activity,  or  to  conduct  any 
other  activity  under  or  in  connection  with 
any  such  contract,  agreement,  or  arrange- 
ment: and 

(3)  to  bind  any  tribal  governing  body  se- 
lected under  any  new  constitution  adopted 
in  accordance  with  section  205  as  the  succes- 
sor in  interest  to  the  Tribal  Council. 

ADOPTION  OF  NEW  CONSTITUTION  AND  BYLAWS 

Sec.  205.  Upon  written  request  of  the 
tribal  council,  the  Secretary  shall  hold  an 
election  for  the  members  of  the  tribe  for 
the  purpose  of  adopting  a  new  constitution 
and  bylaws  in  accordance  with  section  16  of 
the  Act  of  June  18,  1934  (25  U.S.C.  476). 

PROVISIONS  RELATING  TO  TRIBAL  RESERVATION 

Sec.  206.  (a)  Federal  Reservation  Estab- 
lished.—The  reservation  is  hereby  declared 
to  be  a  Federal  Indian  reservation  for  the 
use  and  benefit  of  the  tribe  without  regard 
to  whether  legal  title  to  such  lands  is  held 
in  trust  by  the  Secretary. 

(b)  Conveyance  of  Land  by  State.— The 
Secretary  shall— 

(1)  accept  any  offer  from  the  State  to 
convey  title  to  any  lands  held  in  trust  by 
the  State  or  the  Texas  Indian  Commission 
for  the  benefit  of  the  tribe  to  the  Secretary, 
and 

(2)  shall  hold  such  title,  upon  conveyance 
by  the  State,  in  trust  for  the  benefit  of  the 
tribe. 

(c)  Conveyance  of  Land  by  Tribe.— At  the 
written  request  of  the  Tribal  Council,  the 
Secretary  shall— 

( 1 )  accept  conveyance  by  the  tribe  of  title 
to  any  lands  within  the  reservation  which 
are  held  by  the  tribe  to  the  Secretary,  and 

(2)  hold  such  title,  upon  such  conveyance 
by  the  tribe,  in  trust  for  the  benefit  of  the 
tribe. 

(d)  Approval  of  Deed  by  Attorney  Gen- 
eral.—Notwithstanding  any  other  provision 
of  law  or  regulations  the  Attorney  General 
of  the  United  States  shall  approve  any  deed 
or  other  instrument  from  the  State  or  the 
tribe  which  conveys  title  to  lands  within  the 
reservation  to  the  United  States. 

(e)  Permanent  Improvements  Author- 
ized.—Notwithstanding  any  other  provision 
of  law  or  rule  of  law,  the  Secretary  or  the 
tribe  may  erect  permanent  improvements, 
improvements  of  substantial  value,  or  any 
other  Improvement  authorized  by  law  on 
the  reservation  without  regard  to  whether 
legal  title  to  such  lands  has  been  conveyed 
to  the  Secretary  by  the  State  or  the  tribe. 

(f)  Civil  and  Criminal  Jurisdiction 
Within  Reservation.— The  State  shall  ex- 
ercise civil  and  criminal  jurisdiction  within 
the  boundaries  of  the  reservation  as  if  such 
State  had  assumed  such  jurisdiction  with 
the  consent  of  the  tribe  under  sections  401 


and  402  of  the  Act  entitled  "An  Act  to  pre- 
scribe penalties  for  certain  acts  of  violence 
or  intimidation,  and  for  other  purposes." 
and  approved  April  11,  1968  (25  U.S.C.  1321, 
1322). 

Sec.  207.  (a)  Gaming,  gambling,  lottery  or 
bingo  as  defined  by  the  laws  and  administra- 
tive regulations  of  the  State  of  Texas  is 
hereby  prohibited  on  the  tribe's  reservation 
and  on  tribal  lands. 

(b)  Whoever  violates  the  provisions  of  sub- 
section (a)  of  this  section  shall  be  fined  not 
more  than  $10,000  or  imprisoned  not  more 
than  two  years,  or  both. 

(c)  Nothing  in  this  section  shall  be  con- 
strued as  a  grant  of  civil  regulatory  jurisdic- 
tion to  the  State  of  Texas. 

The  amendment  was  agreed  to 

The  amendment  was  ordered  to  be 

engrossed,  the  bill  was  read  the  third 

time,  and  passed. 


MARTIN  LUTHER  KING,  JR.  FED- 
ERAL BUILDING  AND  UNITED 
STATES  COURTHOUSE 

The  Senate  proceeded  to  consider 
the  bill  (S.  2062)  to  designate  the  Fed- 
eral Building  and  U.S.  courthouse  to 
be  constructed  and  located  in  Newark, 
NJ,  as  the  "Martin  Luther  King,  Jr. 
Federal  Building  and  United  States 
Courthouse." 

Mr.  LAUTENBERG.  Mr.  President. 
I  am  pleased  that  the  Senate  is  consid- 
ering legislation  that  I  introduced  to 
designate  the  new  Federal  courthouse 
planned  for  Newark,  NJ,  as  the 
"Martin  Luther  King,  Jr.  Federal 
Building  and  United  States  Court- 
house." 

It  is  most  appropriate  to  name  the 
new  Federal  courthouse  in  Newark 
after  Dr.  King.  He  spent  his  life  fight- 
ing for  freedom.  His  name  is  synony- 
mous with  justice.  And  our  Federal  ju- 
dicial system  represents  justice. 

The  Martin  Luther  King,  Jr.  Federal 
Building  and  United  States  Court- 
house will  serve  generations  of  New 
Jerseyans.  The  name  on  the  building 
will  remind  them  of  the  heritage  of 
Dr.  King  each  time  they  enter  it  to 
conduct  Government  business.  The 
civil  rights  and  humanitarian  values 
that  Dr.  King  embodied  are  fittingly 
memorialized  by  this  soon-to-be-built 
Federal  office  building  and  court- 
house. 

Mr.  President.  I  would  like  to  note 
that  before  I  introduced  this  bill,  I 
asked  Mrs.  Coretta  King  for  permis- 
sion to  use  her  husband's  name.  I  am 
pleased  to  report  that  she  made  an  ex- 
ception to  her  usual  policy  and  did 
agree  to  my  request. 

By  naming  this  building  afte*-  Dr. 
King,  we  will  provide  a  small,  yet  very 
special  tribute  to  his  memory.  The 
true  legacy  of  Dr.  King  lives  oh  in  the 
hearts  and  minds  of  those  who  were 
affected  by  his  life.  But  a  physical 
monument  is  also  an  important  and 
visible  reminder  of  the  King  legacy. 

I  urge  passage  of  the  bill. 


The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  read  the  third 
time,  and  passed;  as  follows: 
S.  2062 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  the 
Federal  Building  and  United  States  Court- 
house to  be  constructed  and  located  at 
Walnut  and  Orchard  Streets  in  Newark, 
New  Jersey,  shall  be  known  and  designated 
as  the  "Martin  Luther  King.  Jr.  Federal 
Building  and  United  States  Courthouse". 
Any  reference  In  any  law,  regulation,  docu- 
ment, record,  map,  or  other  paper  of  the 
United  States  to  such  building  and  court- 
house is  deemed  to  be  a  reference  to  the 
Martin  Luther  King.  Jr.  Federal  Building 
and  United  States  courthouse". 


JACOB  WEINBERGER  FEDERAL 
BUILDING 

The  bill  (S.  2788)  to  designate  the 
Federal  building  located  in  San  Diego, 
CA,  as  the  "Jacob  Weinberger  Federal 
Building,"  was  considered,  ordered  to 
be  engrossed  for  a  third  reading,  read 
the  third  time,  and  passed;  as  follows: 

S.  2788 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    States    of 
America  in  Congress  assembled, 

SECTION  1.  designation  OF  BlIUDINC 

The  Federal  building  located  at  325  F 
Street  in  San  Diego,  in  the  State  of  Califor- 
nia, commonly  known  as  the  Old  Federal 
Courthouse,  shall  hereafter  be  known  and 
designated  as  the  "Jacob  Weinberger  Feder- 
al Building". 

SEC.  2.  LEGAL  REFERENCES  TO  Bl  ILDING. 

Any  reference  in  any  law.  regulation,  doc- 
ument, record,  map.  or  other  paper  of  the 
United  States  to  the  Federal  Building  re- 
ferred to  in  section  1  is  hereby  deemed  to  be 
a  reference  to  the  "Jacob  Weinberger  Fed- 
eral Building ". 


H.R.  5056  TO  BE  HELD  AT  THE 
DESK 

Mr.  ARMSTRONG.  Mr.  President,  I 
ask  unanimous  consent  that  once  re- 
ceived from  the  House,  H.R.  5056, 
dealing  with  public  utility  holding 
companies,  that  it  be  held  at  the  desk 
pending  further  disposition. 

Mr.  BYRD.  No  objection. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


HOUSE  CONCURRENT  RESOLU- 
TION 391  TO  BE  HELD  AT  THE 
DESK 

Mr.  ARMSTRONG.  Mr.  President,  I 
ask  unanimous  consent  that  once  the 
Senate  receives  from  the  House,  House 
Concurrent  Resolution  391,  a  concur- 
rent resolution  calling  on  the  Govern- 
ments of  the  Soviet  Union,  Poland, 
and  Czechoslovakia  to  cease  activities 
causing  harmful  interference  to  the 
broadcast  of  Voice  of  America  and 
RFE/RL.  Inc..  it  be  held  at  the  desk 
pending  further  disposition. 
Mr.  BYRD.  No  objection. 
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H.R.  4217  TO  BE  HELD  AT  THE 
DESK 

Mr.  ARMSTRONG.  Mr.  I>resident,  I 
ask  unanimous  consent  that  once  the 
Senate  receives  from  the  House,  H.R. 
4217,  a  settlement  with  the  Papago 
Indian  Tribe  regarding  Tat  Momolo- 
kote  Dam,  it  be  held  at  the  desk  pend- 
ing further  disposition. 

Mr.  BYRD.  No  objection. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


H.R.  4216  TO  BE  HELD  AT  THE 
DESK 

Mr.  ARMSTRONG.  Mr.  President,  I 
ask  unanimous  consent  that  once  the 
Senate  receives  from  the  House,  H.R. 
4216,  to  resolve  water  claims  of  the 
Papago  Tribe  on  the  Gila  Bend  Reser- 
vation, it  be  held  at  the  desk  pending 
further  disposition. 

Mr.  BYRD.  No  objection. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


H.R.  5430  TO  BE  HELD  AT  THE 
DESK 

Mr.  ARMSTRONG.  Mr.  President,  I 
ask  unanimous  consent  that  once  the 
Senate  receives  from  the  House  H.R. 
5430.  to  distribute  judgment  funds  of 
the  Gila  River  Community,  it  be  held 
at  the  desk  pending  further  disposi- 
tion. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


SEQUENTIAL  REFERRAL  OF  H.R. 
4212,  A  BILL  TO  REAUTHORIZE 
THE  DEEP  SEABED  HARD  MIN- 
ERAL RESOURCES  ACT 

Mr.  ARMSTRONG.  Mr.  President,  I 
ask  unanimous  consent  that  when 
H.R.  4212,  a  bill  to  reauthorize  the 
Deep  Seabed  Hard  Mineral  Resources 
Act,  and  for  other  purposes,  is  report- 
ed by  the  Committee  on  Energy  and 
Natural  Resources,  it  be  sequentially 
referred  to  the  Committee  on  Com- 
merce. Science,  and  Transportation 
for  its  consideration  for  a  period  not 
to  extend  beyond  3  calendar  days,  pro- 
vided that,  if  H.R.  4212  is  not  reported 
at  such  time,  the  Committee  on  Com- 
merce, Science,  and  Transportation 
shall  be  immediately  discharged  of 
further  consideration  thereof,  and 
H.R.  4212  shall  be  placed  directly  on 
the  calendar. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


Senate  now  proceed  to  the  consider- 
ation of  House  Concurrent  Resolution 
375,  dealing  with  "We  the  People"  cal- 
endars, which  is  being  held  at  the 
desk. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  resolution  by  title. 
The  legislative  clerk  read  as  follows: 
A  concurrent  resolution  (H.  Con.  Res.  375) 
designating  the  1987  United  States  Capitol 
Historical  Society  "We  The  People"  calen- 
dar as  the  official  congressional  calendar  for 
the  Bicentennial  of  the  United  States  Con- 
stitution. 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  resolution. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  concur- 
rent resolution. 

The  concurrent  resolution  (H.  Con. 
Res.  375)  was  agreed  to. 

The  preamble  was  agreed  to. 

Mr.  ARMSTRONG.  Mr.  President.  I 
move  to  reconsider  the  vote  by  which 
the  concurrent  resolution  was  agreed 
to. 

Mr.  BYRD.  Mr.  President.  I  move  to 
lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


PROGRAM 


RULEMAKING  PROCEDURES 
REFORM  ACT  OF  1985  REFERRAL 

Mr.  ARMSTRONG.  Mr.  President,  I 
ask  unanimous  consent  that  once  the 
Judiciary  Committee  reports  S.  1145, 
Rulemaking  Procedures  Reform  Act  of 
1985,  it  be  referred  to  the  Rules  Com- 
mittee for  a  period  of  15  calendar  days 
for  the  purpose  of  considering  por- 
tions of  section  3  of  the  bill. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


D  1950 
"WE  THE  PEOPLE"  CALENDARS 

Mr.  ARMSTRONG.  Mr.  President.  I 
ask     unanimous     consent     that     the 


H.R.  4154  HELD  AT  THE  DESK 

Mr.  ARMSTRONG.  Mr.  President,  I 
would  now  like  to  return  to  H.R.  4154 
and  ask  unanimous  consent  that  once 
the  Senate  receives  from  the  House 
H.R.  4154  dealing  with  maximum  age 
requirement  it  be  held  at  the  desk 
pending  further  consideration. 

Mr.  BYRD.  Mr.  President,  reserving 
the  right  to  object. 

The  PRESIDING  OFFICER.  The 
distinguished  minority  leader. 

Mr.  BYRD.  Mr.  President.  I  remove 
the  reservation. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  ARMSTRONG.  Mr.  President.  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

Mr.  DOLE.  Mr.  President.  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


Mr.  DOLE.  Mr.  President,  at  10:30 
a.m.,  a  live  quorum  will  begin  under 
the  provisions  of  rule  XXII,  to  be  fol- 
lowed by  a  cloture  vote  on  the  motion 
to  proceed  to  the  product  liability  bill. 
If  cloture  is  invoked,  it  is  the  majority 
leader's  intention  to  remain  on  the 
motion  until  disposed  of.  Therefore,  a 
late  session  is  expected. 

If  cloture  is  not  invoked,  it  would  be 
the  majority  leader's  intention  to 
begin  consideration  of  the  drug  reform 
bill,  although  I  might  alter  that  to  in- 
dicate that  I  think  as  we  speak  there 
are  efforts  on  the  so-called  Commodity 
Futures  Trading  Commission  bill  to 
work  out  some  of  the  problems  that 
were  raised  here  earlier  with  Senators 
on  both  sides  who  are  seeking  to  offer 
amendments.  I  understand  a  couple  of 
the  amendments  can  be  accepted.  The 
Melcher  amendment  can  be  accepted. 
The  McConnell  amendment  can  be  ac- 
cepted. Maybe  those  who  have  grain 
standards  amendments  can  get  togeth- 
er and  cosponsor  an  amendment. 

We  are  not  quite  certain  what  the 
distinguished  Senator  from  Oklahoma. 
Senator  Boren.  may  have,  what  his 
amendment  may  be.  It  could  be  he 
might  be  willing  to  offer  that  on  an- 
other bill  that  we  hope  to  take  up  to- 
morrow; that  would  be  the  FIFRA  bill, 
S.  2792. 

But  I  am  quite  certain  we  will  have  a 
number  of  votes.  It  is  our  hope  that 
about  noon,  or  shortly  thereafter,  1  or 
2  o'clock— if  we  can  work  it  out— to 
begin  the  debate  on  the  bipartisan 
drug  enforcement  package. 

It  is  also  my  hope,  depending  on 
what  happens  earlier  in  the  day  on 
cloture,  that  we  might  agree  on  the 
treaty  votes.  I  think  every  Senator  is 
in  town,  at  least  on  this  side  of  the 
aisle,  with  the  exception  of  Senator 
Garn.  He  will  be  out,  in  any  event,  for 
this  year.  So  we  may  do  that. 


RECESS  UNTIL  9:30  A.M. 
TOMORROW 

Mr.  DOLE.  Mr.  President,  there 
being  no  further  business  to  come 
before  the  Senate,  I  move  that  the 
Senate  stand  in  recess  until  9:30  a.m., 
on  Thursday,  September  25.  1986. 

The  motion  was  agreed  to;  and,  at 
7:50  p.m..  the  Senate  recessed  until 
Thursday.  September  26,  1986,  at  9:30 
a.m. 


NOMINATIONS 

Executive  nominations   received  by 
the  Senate  September  24,  1986: 

National  Council  on  Educational 

Research 

Wallie  Cooper  Simpson,  of  New  York,  to 

be  a  member  of  the  National  Council  on 

Educational  Research  for  a  term  expiring 

September  30,  1988,  reappointment. 


The  folloi 
bers  of  the 
al  Science 
May  10.  199 

P.  Albert 
Flawn,  terra 

Mary  Lov 
ment. 

John  C.  I 
David  Lax,  I 

James  B. 
vice  Jay  Vet 

James  L. 
Homer  A.  N 


Subject  tc 
the  foUowin 
the  grades  i 
ic  and  Atmo 


Jon  E.  Rix 
John  E.  Low 
Thomas  W. 
David  M.  Mi 
Mark  W.  Hu 
Kenneth  Kr 
Thomas  K.  ] 
Morgan  S.  L 
Stephen  G. 
Suzanne  D. 
John  W.  Lo\ 


Michael  P.  1 
Robert  W.  I 
Wade  J.  Bla 
Timothy  C. 
Brian  K.  Ta 
Richard  A.  1 
E.  Allen  Ric 
David  S.  Sa\ 
Brenda  L.  \^ 
John  M.  Ste 
Kevin  M.  M 
Patricia  D.  ( 
Alison  J.  Ve 
Michele  G.  1 
Scott  J.  Bro 
James  Viced 
Raymond  C 
De Wayne  J. 
Bruce  A.  Ste 
Mary  J.  Mui 
William  A.  I 
Robert  D.  F 
Daniel  W.  C 
Richard  Boi 
Brent  M.  Be 
Tina  Bertuc 
Christopher 
Carl  D.  Hof  1 
Edward  R.  C 


The  foUov 
nent  promot 
ance  with  th 
10.  United  Si 


Black,  Jerry 
Cooper,  Joh 
Dodd,  Paul ' 


UMI 


September  24,  1986 


CONGRESSIONAL  RECORD— SENATE 


25877 


National  Science  Foundation 

The  following-named  persons  to  be  mem- 
bers of  the  National  Science  Board,  Nation- 
al Science  Foundation,  for  terms  expiring 
May  10,  1992: 

P.  Albert  Cotton,  of  Texas,  vice  Peter  T. 
Flawn,  term  expired. 

Mary  Lowe  Good,  of  Illinois,  reappoint- 
ment. 

John  C.  Hancock,  of  Missouri,  vice  Peter 
David  Lax,  term  expired. 

James  B.  Holderman,  of  South  Carolina, 
vice  Jay  Vern  Beck,  term  expired. 

James  L.  Powell,  of  Pennsylvania,  vice 
Homer  A.  Neal,  term  expired. 

National  Oceanic  and  Atomospheric 
Administration 
Subject  to  qualifications  provided  by  law, 
the  following  for  permanent  appointment  to 
the  grades  indicated  in  the  National  Ocean- 
ic and  Atmospheric  Administration:' 

To  be  lieutenants 
Richard  B.  Koehler 
Joanne  F.  Flanders 

To  be  lieutenants  (junior  grade) 

Jon  E.  Rix 
John  E.  Lowell,  Jr. 
Thomas  W.  Hurst 
David  M.  Mattens 
Mark  W.  Hulsbeck 
Kenneth  Kramer 
Thomas  K.  Porta 
Morgan  S.  Lynn 
Stephen  G.  Brezinski 
Suzanne  D.  LaReau 
John  W.  Lovell 

To  be  ensigns 

Michael  P.  Lynch 
Robert  W.  Poston 
Wade  J.  Blake 
Timothy  C.  O'Mara 
Brian  K.  Taggart 
Richard  A.  Fletcher 
E.  Allen  Rice 
David  S.  Savage 
Brenda  L.  Whynot 
John  M.  Steger 
Kevin  M.  MacKay 
Patricia  D.  Grant 
Alison  J.  Veishlow 
Michele  G.  Bullock 
Scott  J.  Brown 
James  Vicedomine 
Raymond  C.  Slagle 
De Wayne  J.  Nodine 
Bruce  A.  Stoneback 
Mary  J.  Murphy 
William  A.  Hartzell 
Robert  D.  Fellows 
Daniel  W.  Cheng 
Richard  Borden 
Brent  M.  Bernard 
Tina  Bertucci 
Christopher  S.  Moore 
Carl  D.  Hoffman 
Edward  R.  Cassano 

In  the  Army 

The  following-named  officers  for  perma- 
nent promotion  in  the  U.S.  Army  in  accord- 
ance with  the  appropriate  provisions  of  title 
10.  United  States  Code,  section  624: 

chaplain 

To  be  lieutenant  colonel 


Black.  Jerry  W..  XXX-XX-XXXX 
Cooper.  John  H.,  XXX-XX-XXXX 
Dodd.  Paul  W.,  XXX-XX-XXXX 


Farr,  David  R.,  XXX-XX-XXXX 
Golden,  David  O.,  XXX-XX-XXXX 
Gruebmeyer,  Mark  H..  XXX-XX-XXXX 
Jolin.  Ernest  W..  Jr..  XXX-XX-XXXX 
Kim.  Stephen  K..  XXX-XX-XXXX 
Lizor,  Joseph  S..  Jr.,  XXX-XX-XXXX 
Lonergan,  James  B.,  XXX-XX-XXXX 
Mayer.  Gary  E..  XXX-XX-XXXX 
McCall.  Dan  D..  XXX-XX-XXXX 
Miller,  Joseph  E.,  XXX-XX-XXXX 
Neshiem.  Vaughn  R.,  XXX-XX-XXXX 
OConnell,  David  A..  XXX-XX-XXXX 
Pejakovich.  George.  XXX-XX-XXXX 
Peterson.  Donald  A.,  XXX-XX-XXXX 
Pingel.  Gilbert  H.,  XXX-XX-XXXX 
Plummer,  Roy  G.,  XXX-XX-XXXX 
Richter,  Robert  J.,  XXX-XX-XXXX 
Schmid,  Wayne  L.,  XXX-XX-XXXX 
Schmit.  Louis  L..  XXX-XX-XXXX 
Stephenson.  Douglas  R.,  XXX-XX-XXXX 
Sullivan.  Edward  J..  XXX-XX-XXXX 
Teer.  John  F.,  XXX-XX-XXXX 
Thome.  Carrol  W..  XXX-XX-XXXX 
Vickers,  Robert  C,  XXX-XX-XXXX 
Wells.  John  A..  XXX-XX-XXXX 
Whalen.  Frank  J..  XXX-XX-XXXX 
Wichner.  Erwin.  XXX-XX-XXXX 

dental  corps 

To  be  lieutenant  colonel 

Albritton.  James  E..  Jr..  XXX-XX-XXXX 
Allen.  Francis  E..  XXX-XX-XXXX 
Bagley,  Dwight  E..  XXX-XX-XXXX 
Bandy,  Rufus  Y.,  III.  XXX-XX-XXXX 
Berman.  Michael  B.,  XXX-XX-XXXX 
Bice,  Ronald  W..  XXX-XX-XXXX 
Billman.  Michael  A.,  XXX-XX-XXXX 
Blair,  Robert  C.  XXX-XX-XXXX 
Bond.  John  L.,  XXX-XX-XXXX 
Bowers,  James  E.,  XXX-XX-XXXX 
Britton,  Joseph  A.,  XXX-XX-XXXX 
Brown,  Carolyn  M..  XXX-XX-XXXX 
Burleigh,  John  D..  XXX-XX-XXXX 
Cameron.  Stephen  M.,  XXX-XX-XXXX 
Camp,  Larry  R..  XXX-XX-XXXX 
Campbell.  Jerry  C,  XXX-XX-XXXX 
Carroll,  Bernard  L.,  XXX-XX-XXXX 
Casey,  Glenn  R.,  XXX-XX-XXXX 
Clarke,  Michael  E.,  XXX-XX-XXXX 
Colvin,  Charles  J.,  XXX-XX-XXXX 
Diamond,  Richard.,  XXX-XX-XXXX 
Engle,  Rosemary  E.,  XXX-XX-XXXX 
Estey,  Allan  W.,  XXX-XX-XXXX 
Gaston,  Max  L.,  XXX-XX-XXXX 
Groom,  Thomas  D.,  XXX-XX-XXXX 
Guerin,  Richard  D..  XXX-XX-XXXX 
Harper,  Bradford  W.,  XXX-XX-XXXX 
Herring,  Herman  W.,  Jr.,  XXX-XX-XXXX 
Hnarakis,  Emanuel  J..  XXX-XX-XXXX 
Hogans.  William  R..  XXX-XX-XXXX 
Infantine.  Lillian  M.,  XXX-XX-XXXX 
Jones.  Charlottee  K.,  XXX-XX-XXXX 
Judah,  Michael  W.,  XXX-XX-XXXX 
Katagihara,  Rodney  H.,  XXX-XX-XXXX 
Leeds,  Robert  C,  XXX-XX-XXXX 
Lewis,  John  P.,  Jr.,  XXX-XX-XXXX 
Lui,  Chiu  L..  XXX-XX-XXXX 
Macpherson.  Michael  G..  XXX-XX-XXXX 
Mariscal.  Roque.,  XXX-XX-XXXX 
Mathieu.  Gregory  P.,  XXX-XX-XXXX 
McDougle,  Michael,  XXX-XX-XXXX 
Moeller.  Donald  R.,  XXX-XX-XXXX 
Nedderman.  Theodore  A.,  XXX-XX-XXXX 
Parker.  Merle  H.,  XXX-XX-XXXX 
Pilgrim.  James  J..  XXX-XX-XXXX 
Primack.  Patrice  D..  XXX-XX-XXXX 
Prior.  Robert  P..  XXX-XX-XXXX 
Pugh.  Richard  J..  XXX-XX-XXXX 
Putnam,  James  M.,  XXX-XX-XXXX 
Raulin,  Leslie  A.,  XXX-XX-XXXX 
Reid,  David  E.,  XXX-XX-XXXX 
Richter,  Norman  W.,  Jr.,  XXX-XX-XXXX 
Rockman,  Roy  A.,  XXX-XX-XXXX 


Rupell.  Orville  L..  Ill,  XXX-XX-XXXX 
Russell,  Kendall  P.,  XXX-XX-XXXX 
Shufford,  Earl  L.,  XXX-XX-XXXX 
Shurtleff,  Joseph  L.,  XXX-XX-XXXX 
Startzell,  James  M..  XXX-XX-XXXX 
Stone,  Stephen  D..  XXX-XX-XXXX 
Stout.  Herbert  C.  XXX-XX-XXXX 
Sykes.  Fred  L..  XXX-XX-XXXX 
Thompson.  Bruce  H..  XXX-XX-XXXX 
Thornton.  Linda  J..  XXX-XX-XXXX 
Threadgill.  James  M.,  XXX-XX-XXXX 
Tupa,  James  E.,  XXX-XX-XXXX 


lOSICAL  CORPS 

7*0  6c  lieutenant  colonel 

Allen,  Theodore  L.,  XXX-XX-XXXX 
Bacon,  Jonathan  P.,  XXX-XX-XXXX 
Becker.  William  K..  Jr..  XXX-XX-XXXX 
Benton.  Frank  R..  XXX-XX-XXXX 
Blanchett.  Leo  M.,  III.  XXX-XX-XXXX 
Blough.  John  M.,  XXX-XX-XXXX 
Boudreau,  Ellen  P.,  XXX-XX-XXXX 
Brown,  Jerry  L.,  XXX-XX-XXXX 
Brugman,  John  L.,  XXX-XX-XXXX 
Bryan,  George  E.,  II,  XXX-XX-XXXX 
Clayton,  James  E..  XXX-XX-XXXX 
Colman.  Lauren  K.,  XXX-XX-XXXX 
Cooper,  Sharon  P..  XXX-XX-XXXX 
Diallo.  Thiemo,  XXX-XX-XXXX 
Diaz.  Rafael  R.,  XXX-XX-XXXX 
Eckberg.  David  J.,  XXX-XX-XXXX 
Eggebroten,  William  E.,  XXX-XX-XXXX 
Evenson,  Eric  T.,  XXX-XX-XXXX 
Falbey,  Robert  J..  XXX-XX-XXXX 
Ferguson,  Clifford  L.,  XXX-XX-XXXX 
Fernandez.  Bueno  C,  XXX-XX-XXXX 
Flynn,  Frederick  G..  XXX-XX-XXXX 
Garcia,  Julio  E.,  XXX-XX-XXXX 
Gardner,  John  W..  XXX-XX-XXXX 
Garrett.  Wayne  L..  XXX-XX-XXXX 
Georgitis.  William  J..  XXX-XX-XXXX 
Gooding.  Daniel  E..  XXX-XX-XXXX 
Gruenther.  Raymond  C,  XXX-XX-XXXX 
Hanna.  John  H..  XXX-XX-XXXX 
Hardy.  James  T..  XXX-XX-XXXX 
Hays.  Robert  C.  XXX-XX-XXXX 
Henry,  Anthony  R.,  XXX-XX-XXXX 
Hickey,  Deborah  L.,  XXX-XX-XXXX 
Holmes,  Stephen  M.,  XXX-XX-XXXX 
Hostetter,  Robin  E.,  XXX-XX-XXXX 
Icochea.  Rosendo  S..  415-94^6420 
Jarrett,  David  G.,  XXX-XX-XXXX 
Jenkins,  Terry  R.,  XXX-XX-XXXX 
Kray,  Kenneth  T.,  XXX-XX-XXXX 
Krug,  Ernest  P.,  Ill,  XXX-XX-XXXX 
Lammie,  John  J.,  XXX-XX-XXXX 
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The  House  met  at  11  a.in. 

The  Chaplain.  Rev.  James  David 
Ford.  D.D..  offered  the  following 
prayer: 

Almighty  God.  give  us  the  will  that 
we  lose  not  the  desire  for  the  gifts  of 
the  spirit,  kindness,  and  compassion. 
We  recognize  that  our  world  is  con- 
fused and  our  lives  at  times  bewilder- 
ing and  we  can  miss  our  capacity  for 
love.  May  Your  spirit  encourage  and 
renew  our  spirits  that  in  spite  of  disap- 
pointments or  lack  of  appreciation  we 
will  continue  doing  what  You  would 
have  us  do— seeking  justice,  loving 
mercy,  and  walking  humbly  with  You. 
This  we  pray.  Amen. 


THE  JOURNAL 

The  SPEAKER.  The  Chair  has  ex- 
amined the  Journal  of  the  last  day's 
proceedings  and  announces  to  the 
House  his  approval  thereof. 

Pursuant  to  clause  1,  rule  I,  the 
Journal  stands  approved. 


MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate  by  Mr. 
Hallen,  one  of  its  clerks,  announced 
that  the  Senate  disagrees  to  the 
amendments  of  the  House  to  the  bill 
(S.  2638)  "An  act  to  authorize  appro- 
priations for  military  functions  of  the 
Department  of  Defense  and  to  pre- 
scribe military  personnel  levels  for 
such  Department  for  fiscal  year  1987, 
to  revise  and  improve  military  com- 
pensation programs,  to  improve  de- 
fense procurement  procedures,  to  au- 
thorize certain  construction  at  mili- 
tary installations  for  fiscal  year  1987, 
to  authorize  appropriations  for  nation- 
al security  programs  of  the  Depart- 
ment of  Energy  for  fiscal  year  1987, 
and  for  other  purposes,"  agrees  to  the 
conference  asked  by  the  House  on  the 
disagreeing  votes  of  the  two  Houses 
thereon,  and  appoints  Mr.  Goldwater, 
Mr.  Thurmond,  Mr.  Warner,  Mr.  Hum- 
phrey, Mr.  Cohen,  Mr.  Quayle,  Mr. 
Wilson,  Mr.  Denton,  Mr.  Gramm,  Mr. 
Broyhill,  Mr.  Nunn,  Mr.  Stennis,  Mr. 
Hart,  Mr.  Exon,  Mr.  Levin,  Mr.  Ken- 
nedy, Mr.  BiNGAMAN,  Mr.  Dixon,  and 
Mr.  Glenn  to  be  the  conferees  on  the 
part  of  the  Senate. 

The  message  also  announced  that 
the  Secretary  of  the  Senate  be  direct- 
ed to  request  the  House  to  return  to 
the  Senate  the  bill  (H.J.  Res.  686) 
"Joint  resolution  to  designate  August 
12,  1986,  as  National  Civil  Rights 
Day'." 


AUTHORIZING  RELEASE  OF  RE- 
STRICTIONS ON  CERTAIN 
PROPERTY  CONVEYED  FOR 
AIRPORT  PURPOSES 

Mr.  MINETA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Public  Works  and  Transporta- 
tion be  discharged  from  further  con- 
sideration of  the  bill  (H.R.  5379)  to  au- 
thorize the  Secretary  of  Transporta- 
tion to  release  restrictions  on  the  use 
of  certain  property  conveyed  to  the 
Peninsula  Airport  Commission,  Virgin- 
ia, for  airport  purposes,  and  ask  for  its 
immediate  consideration. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California? 

Mr.  HAMMERSCHMIDT.  Mr. 
Speaker,  reserving  the  right  to  object, 
I  shall  not  object,  but  under  my  reser- 
vation I  yield  to  the  distinguished 
chairman  of  the  Aviation  Subcommit- 
tee, the  gentleman  from  California 
[Mr.  Mineta],  for  an  explanation  of 
his  request. 

Mr.  MINETA.  Mr.  Speaker,  H.R. 
5379,  which  is  sponsored  by  our  col- 
league from  Virginia,  Mr.  Bateman, 
would  release  the  Newport  News  Air- 
port from  a  restriction  in  the  deed  of 
airport  property  from  the  Federal 
Government.  The  restriction  requires 
that  the  land  be  used  exclusively  for 
airport  purposes.  A  release  from  the 
restriction  is  needed  to  permit  con- 
struction of  a  road  to  link  a  residential 
and  commercial  development  adjacent 
to  the  airport  to  the  main  highway  in 
the  area. 

H.R.  5379  imposes  two  conditions  on 
the  release  from  the  deed  restriction. 
First,  the  airport  must  receive  fair 
market  value  for  the  land  conveyed, 
and,  second,  the  proceeds  from  the 
sale  of  land  must  be  used  for  airport 
purposes.  These  types  of  conditions 
have  been  imposed  in  most  other  legis- 
lation releasing  airports  from  deed  re- 
strictions. 

In  addition  to  these  conditions,  we 
have  received  satisfactory  assurances 
that  the  construction  of  the  road  will 
not  interfere  with  operations  at  the 
airport.  In  these  circumstances  I  see 
no  reason  why  the  release  should  not 
be  granted  and  I  urge  my  colleagues  to 
support  H.R.  5379. 

Mr.  HAMMERSCHMIDT.  Mr. 
Speaker,  further  reserving  the  right  to 
object,  I  rise  in  support  of  this  bill 
that  would  release  the  Peninsula  Air- 
port at  Newport  News,  VA,  from  cer- 
tain deed  restrictions. 

It  is  my  understanding  that  this 
action  is  needed  to  allow  a  develop- 


ment company  to  obtain  a  right-of- 
way  across  airport  property.  Evidently, 
the  developer  is  constructing  several 
buildings  on  property  it  already  owns 
and  needs  a  right-of-way  from  the 
main  road  across  airport  property. 
This  bill  would  allow  the  airport  to 
provide  that  right-of-way. 

In  the  past,  our  committee  has  re- 
quired a  deed  restriction  removal  bill 
such  as  this  one  to  meet  two  criteria. 
It  has  to  ensure  that  the  airport  re- 
ceives fair  market  value  for  the  prop- 
erty sold  or  leased.  And  the  money  re- 
ceived for  the  property  must  be  used 
for  airport  purposes. 

I  am  pleased  to  say  that  the  bill 
before  us  today  meets  both  of  these 
criteria.  Therefore,  I  support  this  bill 
and  urge  my  colleagues  to  do  the 
same. 

Mr.  BATEMAN.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  HAMMERSCHMIDT.  I  yield  to 
the  gentleman  from  Virginia. 

Mr.  BATEMAN.  Mr.  Speaker,  I 
would  like  to  thank  the  distinguished 
chairman  of  the  committee,  the  gen- 
tleman from  New  Jersey  [Mr. 
Howard],  the  chairman  of  the  sub- 
committee, the  gentleman  from  Cali- 
fornia [Mr.  Mineta],  and  the  ranking 
minority  members  of  the  Public  Works 
and  Transportation  Committee,  the 
gentleman  from  Kentucky  [Mr. 
Snyder],  and  the  gentleman  from  Ar- 
kansas      [Mr.       HAMMERSCHMIDT]       fOr 

bringing  this  bill  promptly  to  the 
floor.  It  is  a  matter  of  great  impor- 
tance to  my  area. 

As  stated  by  the  distinguished  gen- 
tleman from  California  [Mr.  Mineta] 
this  approval,  while  not  allowing  di- 
rectly an  airport  activity,  is  incredibly 
significant  to  the  viability  of  this  air- 
port. The  Federal  Aviation  Adminis- 
tration has  no  objection  to  this  con- 
gressional authorization  of  the  convey- 
ance of  the  right  of  way,  and  I  very 
much  thank  my  colleagues  for  expe- 
diting and  bringing  this  matter  to  the 
floor. 

Mr.  HAMMERSCHMIDT.  Mr. 
Speaker,  I  withdraw  my  reservation  of 
objection. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California? 

There  was  no  objection. 

The  Clerk  read  the  bill,  as  follows: 

H.R.  5379 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  (a) 
notwithstanding  section  16  of  the  Federal 
Airport  Act  (as  in  effect  on  May  14,  1947), 
the  Secretary  of  Transportation  is  author- 


D  This  symbol  represents  the  time  of  day  during  the  House  proceedings,  e.g.,  D  1407  is  2:07  p.m. 
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Ized.  subject  to  section  4  of  the  Act  of  Octo- 
ber 1.  1949  (50  U.S.C.  App.  1622c)  and  sub- 
section (b)  of  this  section,  to  grant  releases 
from  any  of  the  terms,  conditions,  reserva- 
tions, and  restrictions  contained  in  the  deed 
of  conveyance  dated  May  14.  1947,  under 
which  the  United  States  conveyed  certain 
property  in  Newport  News,  and  York 
County.  Virginia,  to  the  Peninsula  Airport 
Commission  for  airport  purposes. 

(b)  Any  release  granted  by  the  Secretary 
of  Transportation  under  subsection  (a)  of 
this  section  shall  be  subject  to  the  following 
conditions: 

(1)  The  Peninsula  Airport  Commission 
shall  agree  that  in  leasing  or  conveying  any 
interest  in  the  property  which  the  United 
States  conveyed  to  such  Commission  by  the 
deed  described  in  subsection  (a),  the  Com- 
mission will  receive  an  amount  for  such  in- 
terest which  is  equal  to  the  fair  lease  value 
or  the  fair  market  value,  as  the  case  may  be 
(as  determined  pursuant  to  regulations 
issued  by  the  Secretary). 

(2)  Any  amount  so  received  by  the  Penin- 
sula Airport  Commission  shall  be  used  by 
the  Commission  for  the  development,  im- 
provement, operation,  or  maintenance  of  a 
public  airport. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the 
third  time,  and  passed,  and  a  motion 
to  reconsider  was  laid  on  the  table. 


GENERAL  LEAVE 

Mr.  MINETA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
bill  just  passed. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California? 

There  was  no  objection. 


THE  WOMEN  POWS 

(Mr.  MONTGOMERY  asked  and 
was  given  permission  to  address  the 
House  for  1  minute  and  to  revise  and 
extend  his  remarks.) 

Mr.  MONTGOMERY.  Mr.  Speaker, 
tens  of  thousands  of  our  military  serv- 
ice personnel  have  been  held  as  prison- 
ers of  war  during  this  century  in  con- 
flicts around  the  world.  Many  Ameri- 
cans remain  unaware  of  a  special 
group  among  this  number. 

It  is  my  great  privilege  today  to 
remind  my  colleagues  of  the  coura- 
geous deeds  of  these  too  often  over- 
looked and  forgotten  former  POW's— I 
speak  of  the  Army  and  Navy  nurses 
who  became  captives  of  the  Japanese 
during  World  War  II  and  one  Army 
nurse  who  was  a  POW  in  Germany. 

When  Pearl  Harbor  was  bombed  in 
December  1941.  105  Army  and  Navy 
nurses  were  serving  in  the  Philippines 
and  on  Guam.  They  remained  on  the 
islands,  risking  their  lives  and  their 
freedom  in  order  to  provide  nursing 
care  to  wounded  U.S.  soldiers,  sailors. 
and  civilians.  Most  became  prisoners 
of  war  for  periods  ranging  from  6 
months  to  almost  4  years. 


Held  in  internment  camps  in  the 
Philippines  and  in  prisons  in  Japan, 
they  suffered  through  the  harshest  of 
conditions,  including  malnutrition  and 
disease.  Even  in  the  face  of  tremen- 
dous adversity  and  with  very  limited 
resources,  they  continued  to  care  for 
their  fellow  POWs. 

Six  of  these  former  POW's  from 
across  the  country  are  in  Washington 
today  and  on  Capitol  Hill  for  a  series 
of  tributes  in  their  honor.  I  think  it 
only  fitting  that  we  offer  our  grati- 
tude to  these  American  female  heroes 
for  their  courage,  for  their  sacrifices, 
for  their  endurance,  and  for  their  de- 
votion to  this  country.  I  wish  these  ex- 
prisoners  of  war  a  wonderful  day  in 
our  Nation's  Capital.  They  are  a 
source  of  great  inspiration  and  pride 
for  all  who  desire  and  enjoy  freedom. 

Mr.  Speaker,  these  and  all  former 
POW's  have  some  very  understanding 
friends  in  the  Congress.  That  this 
great  body  appreciates  their  experi- 
ences is  evidenced  by  the  benefit  pack- 
age developed  to  address  their  health 
care  concerns  and  to  compensate  them 
for  disabilities  they  suffered  as  a 
result  of  captivity.  We  are  proud  of 
our  former  POW's.  and  we  can  be 
justly  proud  of  our  record  of  providing 
essential  programs  for  them. 


THE  MAD  DASH  TO 
ADJOURNMENT 

(Mr.  PORTER  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  PORTER.  Mr.  Speaker,  its 
showtime.  Time  for  the  mad  dash  to 
adjournment.  In  2  or  3  weeks,  we  will 
carry  another  $200  billion  deficit 
across  the  finish  line. 

Today,  we  slam  through  a  reconcilia- 
tion bill  with  a  sticker  price  of  $15  bil- 
lion in  savings.  But  at  best  its  really 
worth  a  fraction  of  that  amount, 
maybe  $6  billion. 

Tomorrow  we  slam  through  the 
CR— not  just  any  CR.  but  the  biggest 
one  ever,  with  all  13  appropriations 
bills  and  a  slew  of  unauthorized  funds 
attached.  And  this  CR  is  several  bil- 
lion over  the  generous  allocation  per- 
mitted in  the  phony  numbers  budget 
resolution. 

Then,  undoubtedly  we  will  table  the 
sequester  resolution  and  pretend  that 
we  met  the  Gramm-Rudman  target. 
Then  we'll  passs  the  tax  reform  bill, 
maybe  the  Superfund  bill.  We'll  up 
the  debt  ceiling,  and  then  we'll  go 
home. 

In  our  wake,  Mr.  Speaker,  will  be 
still  another  $200  billion  gift  to  our 
children— a  testament  to  the  disgrace- 
ful and  continuing  failure  of  the  great- 
est deliberative  body  in  the  world  to 
address  the  real  crisis  of  our  times. 


NEW  LEGISLATION  WOULD 
MAKE  COURT-ORDERED  RESTI- 
TUTION A  NONDISCHARGEA- 
BLE  DEBT 

(Mrs.  SCHROEDER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
her  remarks.) 

Mrs.  SCHROEDER.  Mr.  Speaker, 
first  of  all.  I  would  like  to  congratulate 
the  gentleman  from  Mississippi  [Mr. 
Montgomery]  for  pointing  out  the  dis- 
tinguished careers  of  these  women 
who  had  been  POW's. 

But  the  real  reason  I  am  taking  the 
well  this  morning.  Mr.  Speaker,  is  that 
today  I  am  introducing  legislation  to 
amend  the  Federal  Bankruptcy  Code 
that  will  make  it  harder  to  shirk  court- 
ordered  restitution  payments. 

The  Willful  Injury  and  Drunk  Driv- 
ing Act  of  1986  will  amend  the  U.S. 
Bankruptcy  Code  to  include  court-or- 
dered restitution  as  a  nondischargea- 
ble  debt  in  chapter  13  bankruptcies. 
When  Congress  amended  the  Bank- 
ruptcy Code's  chapter  7  statutes,  it  ne- 
glected to  do  the  same  for  chapter  13. 

This  difference  creates  gross  inequi- 
ties in  court  decisions.  Courts  have 
ruled  that  under  chapter  13  defend- 
ants are  not  liable  for  debts  as  a  result 
of  damage  awards  from  convictions 
such  as  drunk  driving  or  rape,  because 
the  law  does  not  specifically  list  court- 
ordered  restitution  as  a  nondischar- 
geable  debt. 

I  can't  believe  Congress  meant  to 
create  this  loophole  in  chapter  13. 
Convicted  drunk  drivers  or  rapists 
should  not  be  let  off  the  hook  and 
avoid  paying  restitution  that  was  or- 
dered by  the  court.  Join  me  in  making 
sure  that  chapter  13  is  the  Bankruptcy 
Code  is  not  a  haven  for  convicted  of- 
fenders. 


a  1110 

CONTRA  AID  DOES  NOT  BELONG 
IN  THE  CONTINUING  RESOLU- 
TION 

(Mr.  LAGOMARSINO  asked  and 
was  given  permission  to  address  the 
House  for  1  minute  and  to  revise  and 
extend  his  remarks.) 

Mr.  LAGOMARSINO,  Mr,  Speaker, 
we  are  today  confronted  with  a  situa- 
tion, which  we  were  recently  promised, 
would  not  occur.  The  Democratic  lead- 
ership of  this  House  gave  us  their 
word  that  action  and  negotiation  on 
Contra  aid  appropriations  would  be 
honest  and  straightforward.  That  is 
something  we  Republicans  understand 
and  appreciate. 

What  we  do  not  understand  is  their 
current  machinations.  It  now  appears 
that  they  do  not  intend  to  abide  by 
the  support  the  Contra  aid  bill  re- 
ceived in  both  Houses. 

If  the  Democratic  leadership  gets 
their  way,  they  will  put  Contra  aid  ap- 
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propriations  on  the  continuing  resolu- 
tion [CR].  Because  the  CR  is  so  flawed 
the  President  will  undoubtedly  veto  it. 
The  Democrats  believe  they  can  stall 
the  President's  animosity  toward  the 
CR  by  placing  the  much  needed 
Contra  aid  dollars  on  the  very  bill 
President  Reagan  has  vowed  to  kill. 
The  Democrats  have  never  wanted  to 
assist  the  freedom  fighters  in  Nicara- 
gua. 

This  is  all  nonsense.  The  Contra  aid 
debate  has  already  taken  place.  Its 
merits  have  been  batted  back  and 
forth  for  hours,  and  the  issue  has  been 
settled.  Thousands  of  freedom-seeking 
Nicaraguans  are  counting  on  our  sense 
of  responsibility. 

Failure  to  pass  this  bill  will  have 
critically  deleterious  effects  on  the  sit- 
uation in  Nicaragua.  A  return  to  totali- 
tarian rule  of  the  Nicaraguan  people 
will  be  inevitable.  Suppression  of  the 
free  press,  churches,  minority  groups, 
labor  unions,  and  the  social  fabric 
itself  will  escalate.  It  will  be  an  unmis- 
takable sign  to  the  Sandinista  dicta- 
torship: The  United  States  does  not 
now,  or  will  it  in  the  future,  support 
the  true  desires  of  the  Nicaraguan 
masses.  Daniel  Ortega,  comrade  of 
Fidel  Castro,  will  then  move  quickly  to 
consolidate  his  revolution. 

Furthermore,  failure  to  pass  this  bill 
will  have  worse  implications  through- 
out the  hemisphere.  It  would  send  a 
sign  to  our  neighbors  that  we  no 
longer  choose  to  exercise  leadership  in 
this  hemisphere,  our  hemisphere.  It 
will  be  a  tacit  admission  that  the 
Cuban  Government  is  more  interested, 
effective,  and  active  in  our  hemi- 
sphere. And  it  will  allow,  by  default, 
the  growth  of  a  situation  in  our  own 
backyard  that  we  may  never  again  be 
in  a  position  to  stop. 

Mr.  Speaker,  I  urge  all  Members 
who  have  a  sense  of  responsibility  and 
moral  fiber,  to  remain  true  to  their 
original  vote.  I  ask  all  members  to  bar 
this  effort  to  place  Contra  aid  appro- 
priations on  the  continuing  resolution. 


TAX  REFORM:  A  TRUST 
BETRAYED? 

(Mr.  MARLENEE  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  MARLENEE.  Mr.  Speaker,  how 
many  of  my  colleagues  would  have 
supported  the  breakup  of  the  telecom- 
munications industry?  I  believe  the 
answer  would  be  none. 

Yet  right  now  we  have  a  number  of 
Congressmen  who  will  have  to  accept 
the  responsibility  for  the  breakup  of  a 
tax  system,  a  system  that  generated 
investments,  that  generated  job  cre- 
ation, that  generated  the  incentive  for 
providing  for  people's  own  retirement. 

There  is  no  action,  no  action  that 
elicits  more  anger  than  a  trust  be- 
trayed. Make  no  mistake  about  it,  by 


passing  so-called  tax  reform,  we  are 
betraying  agriculture,  we  are  betray- 
ing small  business,  we  are  betraying 
those  who  would  provide  for  their  own 
retirement,  we  are  betraying  the  prop- 
erty owner. 

Like  the  breakup  of  the  telephone 
industry,  once  it  is  done  there  will  be 
no  fixing  it.  I  just  hope  that  we  are 
not  breaking  up  the  American  dream. 

I  urge  my  colleagues  to  vote  against 
the  so-called  tax  reform. 


ENSURING  QUICK  ESTABLISH- 
MENT OF  A  NATIONAL  ORGAN 
REGISTRY 

(Mr.  FLORIO  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  FLORIO.  Mr.  Speaker,  today  I 
am  introducing  legislation  which 
would  require  hospitals  to  establish 
protocols  fbr  organ  procurement  and 
to  establish  national  standards  for  the 
110  organ  procurement  agencies  in 
this  country.  On  September  10,  Sena- 
tor Gore  introduced  similar  legislation 
in  that  body,  cosponsored  by  Senators 
Mitchell,  Heinz,  and  Kennedy. 

Two  years  ago  many  of  us  envisioned 
a  fully  functioning  national  organ  reg- 
istry in  place  by  this  time  as  a  result 
of  the  enactment  of  the  National 
Organ  Transplant  Act  of  1984.  In- 
stead, we  have  seen  our  hopes  for  the 
quick  establishment  of  the  national 
network  includecf  with  a  vast  study  of 
the  ethical  and  moral  implications  of 
large  scale  organ  transplantation. 

Although  the  conferees  working  on 
the  National  Organ  Transplant  Act  in- 
structed that  implementation  of  the 
National  Registry  not  be  tied  to  this 
study,  the  Department  of  Health  and 
Human  Services  tied  its  creation  to 
the  results  of  this  study.  Only  within 
the  past  few  weeks  has  that  study 
been  completed.  And  only  now  will  the 
National  Organ  Registry  move  toward 
reality. 

There  is  a  tiny  child  today,  a  little 
girl,  virtually  living  at  Children's  Hos- 
pital in  Philadelphia.  Her  name  is  Ju- 
lianne  McLaughlin.  She  is  a  very  sick 
little  girl.  She  is  17  months  old  and  is 
in  need  of  a  liver  transplant. 

My  bill  would  force  the  Department 
of  Health  and  Human  Services  to 
move  quickly  toward  the  establish- 
ment of  a  National  Registry. 

Mr.  Speaker,  if  we  are  to  give  chil- 
dren like  Julianne  McLaughlin  and 
hundreds  of  thousands  of  other  Amer- 
icans a  real  chance  of  saving  their  lives 
through  organ  transplants  we  have  to 
do  one  thing.  We  have  to  make  sure 
that  each  person  in  need  has  access  to 
all  of  the  potential  donor  lists  in  the 
country  and  that  they  are  provided 
with  those  organs  by  strict  order  of 
need  and  not  by  other  considerations. 


CROSSING  THE  WIRES  AT  THE 
TRAFFIC  LIGHTS 

(Mr.  DANNEMEYER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  DANNEMEYER.  Mr.  Speaker, 
our  trade  deficit  has  reached  a  record 
of  $18  billion  on  a  monthly  basis.  As 
this  Member  has  been  urging  the 
House,  the  policy  of  dollar  deprecia- 
tion is  counterproductive  and  danger- 
ous. Not  only  will  it  fail  to  redress  our 
trade  balance,  but  it  may  make  the 
deficit  worse. 

A  depreciating  currency  crosses  the 
wires  at  the  traffic  lights.  It  gives  the 
green  signal  to  importers,  telling  them 
to  accelerate  before  it  is  too  late,  while 
sending  the  red  signal  to  exporters, 
telling  them  to  decelerate.  Indeed,  im- 
porters can  increase  their  profits  by 
accelerating  imports  because  if  they 
wait  longer,  the  same  amount  of  im- 
ports will  cost  them  more  dollars.  Ex- 
porters can  increase  their  profits  by 
slowing  down  the  repatriation  of  their 
receipts  because  if  they  wait  longer, 
their  foreign  earnings  will  convert  into 
more  dollars. 

Now  that  our  dollar  has  lost  50  per- 
cent of  its  value  in  terms  of  the  yen, 
thanks  to  the  efforts  of  our  Tresisury 
Department,  we  have  to  ship  twice  as 
much  to  Japan  in  payment  for  the 
same  amount  of  imports  as  a  year  ear- 
lier. Our  terms  of  trade  vis-a-vis  much 
of  the  world  has  worsened  in  the  same 
proportion. 

Are  the  dollar  debasers  contrite,  and 
do  they  admit  that  they  have  erred? 
Far  from  it:  They  are  getting  ready  to 
step  up  their  efforts  to  beat  down  the 
foreign  exchange  value  of  the  dollar 
even  more. 

Mr.  Speaker,  the  policy  of  dollar 
degradation  is  insane,  and  it  invites 
disaster.  The  alleged  benefits  of  a 
weak  and  depreciating  dollar  are  a 
myth.  There  is  no  substitute  for  a 
strong  and  stable  dollar,  one  based  on 
a  fixed  metallic  standard. 


NATIONAL  BURN  AWARENESSS 
WEEK 

(Mr.  HUTTO  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  HUTTO.  Mr.  Speaker,  yesterday 
I  introduced,  along  with  my  distin- 
guished colleague  Mr.  Pepper,  a  reso- 
lution designating  the  week  of  Febru- 
ary 9,  1987,  as  "National  Bum  Aware- 
ness Week." 

Bum  injuries  continue  to  be  one  of 
the  leading  causes  of  death  in  the 
United  States,  which  has  the  worst 
bum  problem  of  any  industralized 
nation  in  the  world.  Of  the  2  million 
people  who  are  the  unfortunate  vic- 
tims of  bum  injuries  each  year,  70,000 
are   hospitalized  and   another   12,000 
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die.  Elven  more  tragic  is  the  fact  that 
children,  the  elderly  and  the  disabled 
represent  a  majority  of  bum  victims, 
with  a  death  rate  five  times  that  of 
any  other  group. 

Each  year  millions  of  dollars  are 
spent  trying  to  remedy  the  effects  of 
bums  and  bum-related  incidents. 
However,  studies  have  proved  that  ap- 
proximately 75  percent  of  all  bums 
could  be  prevented  if  Americans  were 
properly  educated  in  bum  prevention 
methods.  This  resolution  provides  for 
a  public  awareness  program  designed 
to  familiarize  the  public  with  these 
techniques. 

I  ask  my  colleagues  to  support  this 
resolution  by  cosponsoring  "National 
Bum  Awareness  Week."  Let  this  be 
another  step  in  the  effort  to  eradicate 
uimecessary  bum  Injuries  that  exact 
such  a  tremendous  toll  of  human  life, 
suffering,  disability,  and  financial  loss 
In  our  country. 


WORLD  TRADE  AGENDA  SET  IN 
URUGUAY 

(Mr.  ALEXANDER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  ALEXANDER.  Mr.  Speaker,  to 
most  Americans  discussing  intema- 
tional  trade  is  about  as  interesting  as 
watching  paint  dry.  However,  the 
trade  talks  which  just  concluded  last 
week  in  Uruguay  may  be  an  exception 
because  an  agenda  was  set  for  debate 
among  member  nations  to  the  General 
Agreements  on  Tariffs  and  Trade 
[GATT]  that  will  rewrite  the  rules  for 
world  trade  over  the  next  several 
years.  It  is  uncertain  now,  but  our  lives 
will  surely  be  affected  by  the  decisions 
made  there. 

Much  of  the  income  of  my  State  of 
Arkansas,  from  sales  of  products, 
comes  from  international  trade.  Thus, 
the  economic  futures  of  towns  with 
names  like  Osceola,  Piggott,  Jones- 
boro.  and  Gillett  depend  upon  the  out- 
come of  the  world  trade  talks. 

Over  the  next  decade  our  Nation's 
economy  will  move  ever  more  rapidly 
from  a  local-national  competition  to  a 
national-international  economy.  What 
was  once  a  dull  issue  is  brightened  by 
the  importance  of  the  trade  talks  as 
we  watch  the  value  of  our  products 
and  goods  decided  at  the  international 
bargaining  table. 

My  congratulations  to  Ambassador 
Clayton  Yeutter,  who  represented  the 
United  States  at  the  talks,  for  includ- 
ing agriculture  on  the  agenda  and  for 
a  job  well  done.  During  the  last  5 
years  we  have  seen  the  importance  of 
agricultural  sales  as  the  merchandise 
trade  deficit  has  increased  to  $160  bil- 
lion in  part  because  of  the  decline  of 
agricultural  sales. 

As  soon  as  the  agenda  is  made  avail- 
able I  will  attempt  to  secure  copies  for 
all  Members  of  Congress. 


D  1120 
THREE- YEAR  RECOVERY  RULE 

(Mr.  HOYER  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  HOYER.  Mr.  Speaker,  the  con- 
ference report  on  the  tax  bill  which  is 
before  this  House  contains  over  350 
transition  rules  which  provide  over  $10 
billion  in  tax  breaks  to  almost  every 
interest  group  under  the  Sun. 

Three  hundred  and  sixty  million  dol- 
lars in  construction  projects  including 
the  Merrill  Lynch  skyscraper,  have 
been  exempted  for  one  Senator. 

The  steel  industry  has  received  over 
$520  million  in  exemptions  which 
allows  them  to  retain  the  investment 
tax  credit  for  an  additional  15  years. 

The  tax  report  provides  for  a  10-per- 
cent excise  tax  on  money  withdrawn 
from  any  corporate  pension  fund. 
Phillips  Petroleum,  which  is  planning 
to  reallocate  $1  billion  from  its  pen- 
sion fund  has  received  an  exemption 
from  this  provision,  at  a  cost  to  the 
Treasury  of  $100  million. 

Mr.  Speaker,  these  are  just  a  small 
sampling  of  exemptions  crammed  into 
this  report.  And  I  do  not  mean  to 
judge  whether  they  are  good  or  bad.  I 
do  mean  to  point  them  out  so  that  this 
country's  12  million  police  officers, 
teachers,  firemen,  and  local  govern- 
ment workers;  and  our  fighting  men 
and  women;  and  our  3  million  Federal 
workers;  all  of  whom  contribute  to 
their  retirement,  will  know  just  where 
they  stand. 

They  are  the  only  group  to  suffer  a 
retroactive  attack  on  their  personal 
income.  The  newly  retired  Customs 
drug  enforcement  officer  on  average 
will  have  to  pay  an  additional  $2,500  in 
taxes  in  the  first  year  alone  as  a  result 
of  this  conference  agreement.  In  the 
meantime,  Phillips  Petroleum  will  get 
a  $100  million  tax  break.  Something  is 
wrong  here.  And  it  is  wrong  for  20  mil- 
lion average  Americans. 

Let's  send  this  bill  back  to  confer- 
ence to  remove  this  unfair  retroactive 
provision. 


Further,  revenues  for  local  communi- 
ties have  declined,  small  businesses 
struggle  and  the  hardship  on  families 
is  unremitting. 

I  acknowledge  that  sharp  and  funda- 
mental differences  between  labor  and 
management  exist,  including  over  the 
issue  of  contracting  out.  Nevertheless, 
this  issue  and  others  have  been  suc- 
cessfully resolved  in  other  steel  negoti- 
ations. 

I  also  appreciate  the  concern  of  both 
parties  about  creating  false  expecta- 
tions by  simply  resuming  negotiations 
for  the  sake  of  appearances.  However, 
expectations  will  never  be  met,  and 
progress  never  made,  if  the  talks 
remain  suspended.  Public  disappoint- 
ment over  unmet  expectations  is  a  risk 
we  must  all  take. 

I,  therefore,  again,  for  the  fourth 
time,  call  on  David  M.  Roderick  and 
Lynn  R.  Williams  to  jointly  avail 
themselves  of  the  services  of  the  Fed- 
eral Mediation  and  Conciliation  Serv- 
ice in  order  to  facilitate  meaningful 
negotiations  so  that  all  can  work 
again. 


STALEMATE  BETWEEN  USX  AND 
THE  UNITED  STEELWORKERS 
OF  AMERICA-NEGOTIATIONS 
MUST  RESUME 

(Mr.  VISCLOSKY  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  VISCLOSKY.  Mr.  Speaker, 
today  marks  the  55th  day  of  the  shut- 
down of  USX's  steel  operations. 

For  55  days  the  communities  in 
which  USX  facilities  remain  have  been 
savaged.  Gary,  IN— the  very  name 
evokes  thoughts  of  steel— is  a  case  in 
point. 

Gary  and  its  surrounding  environs 
are  losing  $808,000  daily  in  payroll. 


TAX  BILL  WILL  HAVE  SEVERE 
CONSEQUENCES  IN  THE  LONG 
RUN 

(Mr.  HUBBARD  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
Ills  r6m3>t*ks  ) 

Mr.  HUBBARD.  Mr.  Speaker,  this 
morning's  news  includes: 

President  Reagan,  acknowledging  that 
final  congressional  approval  of  tax  revision 
is  not  assured,  yesterday  stepped  up  the 
pressure  on  reluctant  House  Members  to  ap- 
prove the  package  when  it  comes  to  the 
floor,  possibly  Thursday. 

One  reason  supporters  of  the  Ros- 
tenkowski-Packwood,  925-page  tax 
overhaul  bill  are  concerned  they  do 
not  have  the  votes  to  pass  this  major 
tax  bill  is  that  a  growing  number  of 
House  Members  are  hearing  from 
their  constituents  who  oppose  many 
portions  of  the  tax  bill. 

One  House  Member  from  central 
Michigan  is  quoted  today  as  saying  his 
constituents'  telephone  calls  are  10  to 
1  against  the  tax  bill. 

The  results  of  the  tax  bill,  if  passed, 
will  be  a  worsening  of  our  economy 
and  an  adding  to  our  staggering  Feder- 
al debt. 

I  predict  1  year  from  today  those 
who  vote  against  this  tax  bill  will  be 
those  who  can  proudly  say  they  are 
not  responsible  for  the  bill's  severe 
consequences  to  our  Nation's  economy 
and  the  increasing  Federal  debt. 


UPDATE  ON  THE  TWA  STRIKE 

(Mr.  SLATTERY  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 
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Mr.  SLATTERY.  Mr.  Speaker,  it  has 
now  been  5  months  ago  since  6,500 
members  of  the  International  Federa- 
tion of  Plight  Attendants  struck  TWA; 
5,000  of  them  are  still  unemployed. 
TWA  has  partially  replaced  them  with 
about  2.000  novice  flight  attendants, 
who  have  gone  through  far  less  train- 
ing than  the  veteran  IFFA  members. 

The  FAA  approved  TWA's  cutting 
the  flight  attendants'  training  period 
from  5  weeks  to  18  days.  The  FAA  also 
approved  TWA's  cutting  the  in-air 
training  time  for  flight  attendants  to 
2V4  hours,  below  even  the  legal  mini- 
mum specified  by  Federal  regulations. 
Seven  hundred  safety  violations  by 
TWA  were  filed  with  the  FAA  during 
the  2  months  of  the  attendants'  strike. 
There  were  two  emergency  evacu- 
ations. But  the  FAA  found  no  discrep- 
ancies. 

Mr.  Speaker,  the  FAA  is  entrusted  to 
protect  the  public.  Labor-management 
problems  can  result  in  unnecessary 
safety  risks  to  airline  passengers.  The 
FAA  should  justify  its  handling  of  this 
matter.  And  TWA  should  negotiate  in 
good  faith  with  the  flight  attendants. 


IMMIGRATION  REFORM  IS  AS 
VITAL  TO  THE  COUNTRY  AS 
TAX  REFORM 

(Mr.  LUNGREN  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
r6tii£irks  ) 

Mr.  LUNGREN.  Mr.  Speaker,  we 
have  heard  a  lot  of  talk  on  both  sides 
of  the  aisle  about  the  upcoming  tax 
reform  bill.  A  lot  of  it  has  been  criti- 
cism, some  suggesting  or  heralding  the 
day  it  is  going  to  be  here. 

Obviously,  most  Members  feel  we 
are  going  to  have  a  vote  on  that. 
Whether  they  feel  they  are  for  it  or 
against  it,  they  want  to  make  their 
own  feelings  known. 

I  just  wonder  why  we  are  not  hear- 
ing as  much  about  immigration.  Immi- 
gration is  something  that  is  as  vital  to 
the  country  as  tax  reform.  Immigra- 
tion is  a  problem  which  has  plagued 
this  country  for  too  long  a  period  of 
time.  Immigration  is  a  situation  that  is 
getting  worse  and  worse  and  worse  as 
we  sit  here  and  talk  in  the  Halls  of  the 
Congress. 

We  are  now  apprehending,  in  the 
San  Diego  area  alone,  one  illegal  alien 
every  30  seconds.  Those  are  the  people 
that  we  are  fortunate  enough  to  catch. 

Many  others,  perhaps  two  to  four 
successful  illegal  entries,  are  made  for 
every  apprehension  that  we  have. 

We  only  have  less  than  2  weeks  left 
in  this  Congress.  It  is  my  hope  that  we 
might  deal  with  immigration  by  that 
time. 

If  we  do  not  deal  with  it  by  that 
time,  the  American  people  will  hold  us 
accountable,  and  in  fact,  Mr.  Speaker, 
they  ought  to  hold  us  accountable. 


EASE  INTEREST  RATES  FOR 
INDEBTED  FARMERS 

(Mr.  WORTLEY  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  WORTLEY.  Mr.  Speaker,  the 
sky  isn't  falling,  but  interest  rates  sure 
are.  Home  mortgages  are  again  in  the 
single  digits  and  the  automobile  com- 
panies are  offering  financing  as  low  as 
2.4  percent. 

But  many  of  our  hard-pressed  farm- 
ers are  not  enjoying  the  decreased 
costs  of  borrowing  money.  Today, 
farmers  who  borrow  from  the  Farm 
Credit  System  banks  are  finding  that 
interest  rates  are  neither  competitive 
nor  reasonable. 

I  find  this  situation  shocking.  At  a 
time  when  farmers  are  facing  decreas- 
ing land  values  and  depressed  com- 
modity prices,  having  to  borrow 
money  at  excessive  rates  is  equivalent 
to  being  hit  when  you're  already 
down. 

I  believe  Congress  should  stand  by 
the  farmers,  and  I  have  joined  with 
the  chairman  of  the  Agriculture  Sub- 
committee on  Credit  in  introducing 
legislation  that  will  ensure  that  farm- 
ers have  access  to  loans  at  competitive 
and  reasonable  interest  rates.  The  bill 
would  take  the  authority  to  set  inter- 
est rates  for  Farm  Credit  System 
banks  away  from  the  Washington  reg- 
ulators and  give  it  to  the  farmer-elect- 
ed boards  of  directors  of  the  banks. 

It  makes  little  economic  sense  to 
keep  System  rates  at  noncompetitive 
levels.  This  will  only  drive  out  the 
most  financially  secure  borrowers  re- 
ducing the  size  and  quality  of  the  Sys- 
tem's loan  portfolio.  More  important- 
ly, it  makes  no  sense  to  shoulder  strug- 
gling farmers  with  high  interest  rates 
that  don't  reflect  the  rest  of  the 
market.  I  urge  my  colleagues  to  con- 
sider and  approve  this  legislation. 


MESSAGE  FROM  THE  SENATE 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  mes- 
sage from  the  Senate: 

Ordered,  That  the  Secretary  of  the  Senate 
be  directed  to  request  the  House  of  Repre- 
sentatives to  return  to  the  Senate  the  bill 
(H.J.  Res.  686)  entitled  "Joint  resolution  to 
designate  August  12.  1986,  as  National  Civil 
Rights  Day'.". 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  request  of  the 
Senate  is  agreed  to. 

There  was  no  objection. 


RESIGNATION  AS  CONFEREE 
AND  APPOINTMENT  OF  CON- 
FEREE ON  S.  2638,  DEPART- 
MENT OF  DEFENSE  AUTHORI- 
ZATION ACT,  1987 

Mr.  NICHOLS.  Mr.  Speaker.  I  ask 
unanimous  consent  that,  with  respect 
to  the  Senate  bill  (S.  2638).  the  gentle- 


man from  Colorado  [Mr.  Kramer] 
may  be  excused  from  further  service 
as  an  exclusive  conferee,  solely  for  the 
consideration  of  title  IX  of  division  A 
of  the  Senate  bill  and  sections  213. 
1025.  1026,  1048.  and  title  IX  of  divi- 
sion A  of  the  House  amendment,  and 
that  the  Speaker  may  be  authorized  to 
appoint  an  additional  exclusive  confer- 
ee, solely  for  the  consideration  of  title 
IX  of  division  A  of  the  Senate  bill  and 
sections  213.  1025,  1026.  1048,  and  title 
IX  of  division  A  of  the  House  amend- 
ment. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Alabama?  The  Chair 
hears  none  and.  without  objection,  ap- 
points the  following  conferee  to  fill 
the  existing  vacancy:  Mr.  Davis. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
Clerk  will  notify  the  Senate  of  the 
change  in  conferee. 


PROVIDING  FOR  CONSIDER- 
ATION OP  H.R.  5300.  OMNIBUS 
BUDGET  RECONCILATION  ACT 
OF  1986 

Mr.  DERRICK.  Mr.  Speaker,  by  di- 
rection of  the  Committee  on  Rules.  I 
call  up  House  Resolution  558  and  ask 
for  its  immediate  consideration. 

The  Clerk  read  the  resolution,  as  fol- 
lows: 

H.  Res.  558 
Resolved.  That  at  any  time  after  the  adop- 
tion of  this  resolution  the  Speaker  may. 
pursuant  to  clause  Kb)  of  rule  XXIII.  de- 
clare the  House  resolved  into  the  Commit- 
tee of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H.R. 
5300)  to  provide  for  reconciliation  pursuant 
to  section  2  of  the  concurrent  resolution  on 
the  budget  for  fiscal  year  1987,  and  the  first 
reading  of  the  bill  shall  be  dispensed  with. 
All  points  of  order  against  the  bill  and 
against  its  consideration  are  hereby  waived. 
After  general  debate,  which  shall  be  con- 
fined to  the  bill  and  shall  continue  not  to 
exceed  3  hours,  to  be  equally  divided  and 
controlled  by  the  chairman  tmd  ranking  mi- 
nority member  of  the  Committee  on  the 
Budget,  the  bill  shall  be  .considered  as 
having  been  read  for  amendment  under  the 
5-minute  rule.  The  first  group  of  amend- 
ments printed  in  the  report  of  the  Commit- 
tee on  Rules  on  this  resolution  shall  be  con- 
sidered as  having  been  adopted  in  the  House 
and  in  the  Committee  of  the  Whole,  subject 
to  amendments  made  in  order  by  the  follow- 
ing sentence.  No  other  amendment  to  the 
bill  shall  be  in  order  except  the  second 
group  of  amendments  printed  in  the  report 
of  the  Committee  on  Rules  on  this  resolu- 
tion, said  amendments  shall  be  considered 
only  in  the  order  listed,  and  if  offered  by 
the  Member  indicated  or  his  designee,  in 
said  report,  said  amendments  shall  not  be 
subject  to  amendment  or  to  a  demsind  for  a 
division  of  the  question  In  the  House  or  in 
the  Committee  of  the  Whole,  each  of  said 
amendments  shall  be  debatable  for  not  to 
exceed  the  time  indicated  in  the  report  of 
the  Committee  on  Rules  on  this  resolution, 
to  be  equally  divided  and  controlled  by  the 
proponent  of  the  amendment  and  a  Member 
opposed  thereto,  and  all  points  of  order 
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against  said  amendments  are  hereby  waived. 
At  the  conclusion  of  the  consideration  of 
the  bill  for  amendment,  the  Committee 
shall  rise  and  report  the  bill  to  the  House 
with  such  amendments  as  may  have  been 
adopted,  and  the  previous  question  shall  be 
considered  as  ordered  on  the  bill  and 
amendments  thereto  to  final  passage  with- 
out intervening  motion  except  one  motion 
to  recommit,  which  may  not  contain  in- 
structions. If  section  3003  of  the  bill  (incor- 
porating the  text  of  H.R.  1).  as  inserted  by 
the  first  group  of  amendments  printed  in 
the  report  of  the  Committee  on  Rules  on 
this  resolution,  is  not  stricken  during  the 
consideration  of  the  bill,  the  clerk  shall,  in 
the  engrossment  of  the  bill  H.R.  5300.  strike 
section  3003  and  insert  in  lieu  thereof  a  new 
section  3003  containing  the  actual  text  of 
the  bill  H.R.  1  as  passed  by  the  House,  with 
appropriate  correction  of  section  numbers, 
punctuation  marks,  and  cross  references. 

The  SPEAKER  pro  tempore  (Mr. 
Natcher).  The  gentleman  from  South 
Carolina  (Mr.-  Derrick]  is  recognized 
for  1  hour. 

Mr.  DERRICK.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  the 
customary  30  minutes  to  the  gentle- 
man from  Ohio  [Mr.  Latta],  pending 
which  I  yield  myself  such  time  as  I 
may  consimie. 

Mr.  Speaker,  House  Resolution  558 
is  a  modified  closed  rule  providing  for 
consideration  of  one  of  the  most  im- 
perative pieces  of  budget  related  legis- 
lation that  we  must  consider  before 
the  adjournment  of  this  Congress: 
H.R.  5300,  the  Onmibus  Budget  Rec- 
onciliation Act  of  1986. 

This  rule  provides  for  3  hours  of 
general  debate  on  the  reconciliation 
bill  and  waives  all  points  of  order 
against  consideration  of  the  bill  and 
against  the  bill.  Finally,  the  rule  pro- 
vides for  the  disposition  of  some  nine 
separate  amendments  either  by  op- 
eration of  the  rule  or  by  making  in 
order  amendments  by  specific  Mem- 
bers on  specific  issues. 

All  of  the  amendments  made  in 
order  under  this  rule  are  printed  in 
the  report  on  the  rule.  The  first  group 
of  amendments  so  listed  includes  those 
amendments  which  shall  be  considered 
to  be  adopted  upon  adoption  of  the 
rule.  Three  of  these  amendments  add 
language  to  the  text  of  H.R.  5300,  and 
four  amendments  strike  certain 
narrow  provisions  in  H.R.  5300. 

Included  in  the  three  amendments 
which  add  provisions  to  the  bill  upon 
adoption  of  the  rule  are  the  Budget 
Committee  perfecting  amendment  and 
a  Ways  and  Means  Committee  substi- 
tute. Together,  Mr.  Speaker,  these  two 
amendments  represent  the  results  of 
successful  bipartisan  House  and 
Senate  efforts  to  put  together  a  pack- 
age of  additional  savings  to  ensure 
that  this  reconciliation  bill  will 
achieve  sufficient  savings  to  meet  the 
fiscal  year  1987  Gramm-Rudman-Hol- 
lings  deficit  target.  Together,  these 
provisions  will  achieve  more  than  $15 
billion  in  fiscal  year  1987  deficit  reduc- 
tion when  scored  against  the  Gramm- 


Rudman-Hollings  baseline.  These  pro- 
visions are  the  heart  of  this  reconcilia- 
tion bill. 

The  third  amendment  adding  lan- 
guage to  the  bill  is  a  technical  amend- 
ment requested  by  the  Ways  and 
Means  Committee.  This  amendment 
refines  the  provisions  dealing  with 
State  health  insurance  risk  pools. 

Mr.  Speaker,  in  contrast  with  the 
amendments  I  have  just  discussed, 
which  add  all  of  the  new  package  of 
savings  to  the  reconciliation  bill,  this 
first  group  of  amendments  also  in- 
cludes amendments  which  strike  lan- 
guage in  the  bill.  At  the  outset,  Mr. 
Speaker,  I  would  note  that  each  of  the 
matters  stricken  from  the  reconcilia- 
tion bill  by  operation  of  this  rule  ad- 
dress narrow  issues,  are  provisions 
which  would  not  reduce  the  deficit, 
and  are  all  in  fact  extraneous  to  the 
reconciliation  process. 

The  matters  stricken  upon  adoption 
of  this  rule  include  the  following: 

Provisions  in  the  Agriculture  Com- 
mittee title  granting  the  Department 
of  Agriculture  authority  to  reduce  the 
frequency  of  inspections  in  meat  proc- 
essing plants; 

Provisions  in  the  Merchant  Marine 
and  Fisheries  Committee  title  dealing 
with  the  national  defense  reserve 
fleet; 

Provisions  in  the  Public  Works  Com- 
mittee title  calling  for  an  Army  Corps 
of  Engineers  study  for  a  hydroelectric 
dam  project  in  California;  and 

Provisions  in  the  Public  Works  Com- 
mittee title  which  have  the  effect  of 
moving  several  transportation-related 
trust  funds  off  budget. 

Again,  Mr.  Speaker,  I  would  note 
that  in  the  case  of  each  matter  strick- 
en by  operation  of  this  rule,  the  issues 
were  extraneous  to  reconciliation,  and 
subject  to  significant  controversy  and/ 
or  claims  of  jurisdiction  by  more  than 
one  committee  of  the  House  of  Repre- 
sentatives. 

The  fourth  amendment  which 
strikes  provisions  upon  adoption  of 
the  rule  has  been  the  source  of  some 
controversy  over  the  last  couple  years. 
The  provisions  in  question  have  the 
effect  of  taking  the  highway  trust 
fund,  the  airport  and  airway  trust 
fund  and  the  inland  waterways  trust 
fund  out  of  the  unified  budget.  Put 
another  way,  Mr.  Speaker,  these  trust 
funds  are  moved  off  budget  by  these 
provisions. 

As  the  record  of  debate  on  this  issue 
will  detail,  Mr.  Speaker,  this  Member 
appreciates  the  concerns  expressed  by 
our  colleagues  who  oversee  these  trust 
funds.  However,  the  removal  of  these 
items  from  the  budget  or  their  exemp- 
tion from  Gramm-Rudman-HoUings 
serves  only  to  undermine  our  overall 
budget  balancing  objectives.  Following 
the  recommendations  of  the  chairman 
of  the  Committee  on  the  Budget,  Mr. 
Speaker,  the  Rules  Committee  opted 


to  delete  these  provisions  by  operation 
of  the  rule. 

In  addition  to  the  seven  amend- 
ments I  have  just  discussed,  which  are 
all  deemed  to  be  adopted  upon  adop- 
tion of  this  rule,  Mr.  Speaker,  this  rule 
also  makes  in  order  a  second  group  of 
two  amendments  which  are  made  in 
order  during  consideration  of  the  bill 
for  amendment. 

The  first  of  these  two  amendments 
is  an  amendment  by  Representative 
RoDiNO,  of  New  Jersey,  the  distin- 
guished chairman  of  the  Committee 
on  the  Judiciary.  The  Rodino  amend- 
ment is  not  amendable  and  is  debata- 
ble for  up  to  30  minutes,  equally  divid- 
ed by  Mr.  Rodino  and  a  Member  op- 
posed thereto.  The  Rodino  amend- 
ment would  strike  provisions  in  the 
Merchant  Marine  and  Fisheries  Com- 
mittee title  of  the  bill  which  amend 
the  Ship  Mortgage  Act.  Since  the  pro- 
visions may  have  the  effect  of  amend- 
ing the  Bankruptcy  Code,  which  is 
within  the  jurisdiction  of  the  Judici- 
ary Conmiittee,  this  amendment  was 
made  in  order. 

The  other  amendment  in  this  second 
group  is  an  amendment  by  Represent- 
ative Wylie,  the  ranking  minority 
member  on  the  Committee  on  Bank- 
ing, Finance  and  Urban  Affairs,  or  his 
designee.  The  Wylie  amendment  is  not 
amendable  and  is  debatable  for  up  to 
30  minutes,  equally  divided  by  the  pro- 
ponent of  the  amendment  and  a 
member  opposed  thereto.  The  Wylie 
amendment  would  strike  from  the  bill 
the  text  of  H.R.  1,  the  Housing  Act  of 
1986,  which  was  passed  by  this  Cham- 
ber earlier  this  year.  Mr.  Speaker,  the 
housing  bill  is  brought  into  reconcilia- 
tion as  part  of  the  Budget  Committee 
perfecting  amendment  which  is  adopt- 
ed upon  adoption  of  this  rule.  Because 
of  the  controversy  over  adding  an  au- 
thorization measure  of  this  size  to  rec- 
onciliation, this  amendment  is  made  in 
order  so  the  membership  of  the  House 
can  have  an  up-or-down  vote  on  the 
propriety  of  including  a  housing  au- 
thorization bill  in  reconciliation. 

Finally,  Mr.  Speaker,  the  rule  pro- 
vides that  after  the  bill  has  been  con- 
sidered for  amendment  and  it  is  re- 
ported back  to  the  House,  no  interven- 
ing motion  to  final  passage,  other  than 
a  motion  to  recommit,  without  instruc- 
tions, shall  be  in  order. 

Mr.  Speaker,  the  Budget  Committee 
started  off  this  budget  year  more  than 
8  months  ago  committed  to  meeting 
the  Gramm-Rudman-Hollings  deficit 
target  and  avoiding  the  imposition  of 
the  mindless  and  crippling  cuts  of  a 
Gramm-Rudman-Hollings  sequestra- 
tion order.  We  adopted  a  budget  reso- 
lution that  met  the  target  of  $144  bil- 
lion and  started  work  on  the  reconcili- 
ation package  that  would  implement 
that  budget.  The  Budget  Committee 
reported  H.R.  5300,  the  Omnibus 
Budget  Reconciliation  Act  of  1986,  in 
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July,  but  it  soon  became  apparent  that 
because  of  less  favorable  economic 
conditions  than  anticipated  and  be- 
cause of  the  Gramm-Rudman-Hollings 
scorekeeping  rules,  the  savings  con- 
tained in  that  bill  would  not  be  suffi- 
cient to  avoid  sequestration.  So  the 
Budget  Committee  redoubled  its  ef- 
forts. Since  Congress  returned  from 
the  August  recess,  we  have  engaged  in 
a  continuous  effort  to  put  together  a 
package  of  additional  savings.  Demo- 
crats and  Republicans  worked  togeth- 
er in  this  effort.  House  Members 
worked  with  Members  of  the  other 
body,  and  Members  of  both  bodies 
worked  with  the  administration. 

The  end  result  is  the  deficit  reduc- 
tion package  that  this  rule  would 
make  in  order.  It  is  a  package  which 
has  bipartisan  and  bicameral  support 
on  the  essentials,  although  there  are 
still  some  details  on  which  there  are 
differences  which  must  be  worked  out 
in  conference.  It  is  a  package  which  we 
believe  the  administration  will  be  able 
to  support  when  all  is  said  and  done. 
But  most  importantly,  it  is  a  package, 
which,  if  it  is  signed  into  law,  will 
reduce  the  deficit  below  the  $154  bil- 
lion level  which  would  trigger  the 
whole  sequester  process. 

This  package  will  reduce  the  deficit 
by  $15.1  billion  in  fiscal  year  1987.  It  is 
comprised  of  provisions  within  the  ju- 
risdiction of  12  House  committees.  I 
will  not  take  the  time  to  describe  the 
provisions  now,  as  that  will  be  covered 
during  general  debate  on  the  bill.  I  do, 
however,  want  to  express  my  apprecia- 
tion to  all  of  the  committees  involved 
for  the  cooperation  that  they  gave  in 
putting  together  this  package  under 
extremely  difficult  circumstances  and 
in  a  short  amount  of  time.  I  also  want 
to  point  out  the  tremendous  job  that 
was  done  by  the  chairman  of  the 
Budget  Committee,  Bill  Gray,  and 
the  ranking  minority  member  of  the 
Budget  Committee,  Mr.  Latta,  in 
making  sure  that  we  have  a  package 
that  can  be  enacted  before  the  seques- 
tration deadline  and  that  will  reduce 
the  deficit  below  the  sequestration 
trigger  level. 

Finally,  Mr.  Speaker,  I  just  want  to 
point  out  that  all  of  the  work  that  has 
been  done  on  the  budget  this  year,  all 
of  the  pain  that  has  been  required  in 
cutting  programs  that  are  near  and 
dear  to  our  hearts,  will  be  for  naught 
if  we  do  not  enact  this  reconciliation 
bill.  The  clock  is  ticking.  On  October  6 
CBO  and  OMB  will  issue  the  second 
and  final  report  on  the  deficit  situa- 
tion. If  we  have  not  enacted  this  bill 
by  that  time,  they  will  certainly  esti- 
mate that  the  deficit  exceeds  the 
Gramm-Rudman  target  by  at  least  $20 
billion.  We  will  then  be  faced  with  a 
vote  to  either  order  a  sequestration  of 
more  than  $20  billion  or  defeat  the  se- 
questration order  and  go  home  in 
shame  because  we  were  totally  unable 
to  live  up  to  the  pledge  we  took  last 


year  to  reduce  the  deficit.  There  is  no 
real  choice.  There  will  be  no  second 
chance.  We  have  to  adopt  this  recon- 
ciliation package  today.  I  urge  the 
adoption  of  this  rule  so  we  can  get  on 
with  doing  so. 

a  1135 

Mr.  LATTA.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  I  am  not  going  to  take 
the  time  of  the  House  to  go  over  the 
various  items  that  have  already  been 
mentioned  by  the  gentleman  from 
South  Carolina,  but  I  do  that  to  em- 
phasize that  this  is  a  must  piece  of  leg- 
islation, unless  we  are  going  to  have 
sequestration.  And  I  have  not  talked 
to  too  many  of  my  colleagues  who 
want  to  see  that  happen. 

We  are  right  up  against  a  deadline, 
so  we  have  to  pass  this  rule,  and  then 
we  are  going  to  have  to  pass  the  bill. 

I  might  also  point  out,  as  I  see  the 
chairman  of  the  Budget  Committee 
over  there,  that  this  is  a  bipartisan 
effort  to  try  to  get  something  passed 
in  this  Congress,  even  though  I  am  not 
totally  in  agreement  with  what  is  con- 
tained in  the  reconciliation  bill.  I 
would  have  much  preferred  to  have 
seen  some  meaningful  reductions  in 
expenditures  rather  than  the  asset 
sales  and  the  user  fees  that  we  find 
contained  in  the  reconciliation  bill. 

But  coming  to  the  rule  itself,  I  sup- 
port this  rule.  It  is  a  3-hour  rule  for 
general  debate,  followed  by  only  two 
motions  to  strike,  and  each  debatable 
for  only  30  minutes.  Thus,  the  debate 
time  is  going  to  be  a  total  of  4  hours. 
And  even  if  recorded  votes  are  de- 
manded on  the  motions  to  strike,  the 
entire  consideration  of  this  mammoth 
bill  cannot  take  much  longer  than  5 
hours  after  the  rule  is  adopted. 

Mr.  Speaker,  the  procedure  em- 
bodied herein  represents,  as  I  men- 
tined  earlier,  a  bipartisan  effort.  Upon 
the  adoption  of  this  rule— and  I  want 
to  stress  that— upon  the  adoption  of 
this  rule,  the  House  will  be  deemed  to 
have  approved  or  added  several  provi- 
sions to  the  bill  and  also  to  have  re- 
moved several  others. 

D  1145 

There  are  four  items  which  will  be 
deemed  to  have  been  stricken  from  the 
text  upon  the  adoption  of  the  rule. 
They  were  pointed  out  by  the  gentle- 
man from  South  Carolina. 

First  is  the  provision  dealing  with 
the  Agricultural  Meat  Inspectors; 
second,  a  provision  dealing  with  the 
National  Defense  Reserve  Fleet;  third, 
a  provision  providing  for  a  study  of  a 
dam  in  California;  and  fourth,  a  provi- 
sion which  would  have  taken  the 
transportation  trust  funds  off  budget 

We  have  had  that  debated  several 
times  and  that  will  be  stricken  upon 
the  adoption  of  this  rule.  In  addition, 
Mr.  Speaker,  there  are  only  two  items 
which  will  be  deemed  to  have  been  in- 


corporated Into  the  text  of  the  bill 
upon  the  adoption  of  the  rule.  The 
two  items  added  are,  first,  a  Budget 
Committee  perfecting  amendment  in- 
cluding Conrail  and  a  Ways  and  Means 
substitute  for  title  X,  and,  second,  a 
Ways  and  Means  Committee  technical 
amendment. 

Mr.  Speaker,  the  House  will  have  an 
opportunity  to  vote  on  two  motions  to 
strike,  and  that  is  all.  The  first  motion 
to  strike  may  be  offered  by  the  gentle- 
man from  New  Jersey  [Mr.  Rodino].  It 
would  strike  the  bankruptcy  provi- 
sions in  the  Merchant  Marine  and 
Fisheries  title.  The  second  motion  to 
strike  could  be  offered  by  the  gentle- 
man from  Ohio  [Mr.  Wiley]  or  his 
designee.  It  would  be  a  motion  to 
strike  the  provisions  of  H.R.  1,  the 
Housing  Act,  which  has  been  added  to 
this  bill. 

I  might  digress  for  just  a  moment  to 
once  again  point  out  to  the  Members 
of  the  House  it  was  not  the  Budget 
Committee  that  came  up  with  these 
various  changes  that  are  incorporated 
in  this  bill.  Under  the  act,  the  Budget 
Committee  merely  has  a  ministerial 
job  to  do  of  taking  the  recommenda- 
tions made  by  the  various  committees 
and  putting  them  together.  Then  we 
went  to  the  Rules  Committee  with 
that  package,  and  the  Rules  Commit- 
tee has  made  certain  recommendations 
that  we  have  already  pointed  out. 

Mr.  Speaker,  the  rule  is  almost  as 
notable  for  what  it  does  not  allow  as 
for  what  it  allows.  The  rule  does  not 
allow  any  amendments  to  the  Conrail 
sale  provisions.  It  does  not  allow  an 
amendment  to  raise  the  gasoline  tax, 
for  example,  or  to  increase  cigarette 
taxes. 

Mr.  Speaker,  the  time  has  come 
when  we  must  take  some  action  on 
budget  reconciliation  if  we  are  to  avoid 
the  across-the-board  cuts  under 
Gramm-Rudman.  Certainly  this  is  not 
the  rule  I  would  have  preferred,  had  I 
had  the  votes  in  the  committee  to 
craft  it  otherwise.  Nor  is  the  bill  itself 
that  we  will  be  debating,  the  reconcili- 
ation bill,  the  bill  I  would  have  pre- 
ferred had  I  had  the  votes  to  have 
crafted  that  reconciliation  bill  the  way 
I  wanted  it. 

I  did  not  have  the  votes.  We  had  to 
work  with  the  Senate,  and  I  might  say 
at  this  juncture  that  what  we  bring  to 
this  House  today  has  the  assurance 
from  OMB  that  we  will  meet  the  num- 
bers required  to  prevent  sequestration. 

We  had  with  us  during  our  negotia- 
tions Mr.  Miller  from  OMB  who 
agreed  to  the  numbers  that  we  will  be 
presenting  later  on  in  the  reconcilia- 
tion bill.  So  have  no  fear  of  sequestra- 
tion if  we  pass  this  legislation. 

Mr.  Speaker,  as  I  say.  the  effort  here 
is  a  compromise  effort  and  it  is  possi- 
ble to  do  the  things  that  I  have  out- 
lined if  we  adopt  this  rule  and  then 
pass  the  bill. 
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Mr.  Speaker.  I  yield  5  minutes  to  the 
gentleman  from  Pennsylvania  [Mr. 
Walker]. 

Mr.  WALKER.  I  thank  the  gentle- 
man for  yielding  me  this  time. 

Mr.  Speaker,  I  think  we  ought  to  un- 
derstand as  a  body  that  what  we  are 
really  doing  in  adopting  this  rule  is 
saying  that  we  are  going  to  put  all  of 
this  material  into  the  reconciliation 
bill.  Now  I  do  not  know  how  many 
Members  of  the  House  have  really 
read  this  report  and  know  what  it  is 
we  are  doing,  but  I  doubt  that  it  is 
very  many  because  this  particular 
report  has  only  been  available  on  the 
House  floor  for  about  a  half  hour. 
When  I  got  mine  a  few  minutes  ago. 
the  pages  were  still  warm  from  it 
coming  off  the  copying  machine.  I 
sure  hope  we  did  not  bum  up  a  copy- 
ing machine  as  a  part  of  the  whole 
process  as  well,  but  one  thing  I  am  as- 
sured of  is  nobody  really  knows  what 
it  is  we  are  doing  out  here  right  now. 
We  are  doing  some  awfully  interesting 
things. 

Mr.  Speaker,  we  are  adopting  a 
closed  rule  which  says  if  you  take  all 
of  this  you  adopt  it  out  here  without 
even  having  a  chance  to  amend  it.  It 
seems  to  me  that  at  the  very  least  if 
we  are  going  to  bring  some  package 
like  this  to  the  floor,  there  ought  to  be 
an  opportunity  for  Members  to  work 
their  will  on  it.  but  that  is  not  going  to 
happen. 

We  are  basically  being  given  a  take- 
it-or-leave-it  proposition  here  and  we 
are  being  told  that  you  have  got  to  do 
it  to  keep  sequestration  from  taking 
place.  Sequestration  was  supposed  to 
be  a  discipline  on  us.  We  were  sup- 
posed to  be  disciplining  ourselves  to 
cut  spending.  There  is  absolutely 
nothing  in  what  we  are  doing  here 
that  is  going  to  cut  any  spending.  I  say 
we  ought  to  leave  this  process  because 
it  is  a  total  phony. 

We  are  told  we  have  got  $15  billion 
in  savings  in  this  bill.  That  is  a  com- 
plete phony,  my  friends.  This  is,  as 
one  of  the  Members  in  the  other  body 
described  it,  "A  complete  smoke  and 
mirrors  operation;  you  cannot  see  the 
mirrors  for  all  the  smoke."  That  is  ex- 
actly right  because  what  we  are  doing 
is  we  are  selling  off  national  assets  and 
we  are  claiming  that  as  savings.  We 
are  doing  what  is  probably  the  equiva- 
lent, as  one  of  the  staff  members  on 
our  side  put  it,  of  saying  that  we  are 
going  to  accept  as  money  coming  into 
the  Government  money  that  is 
"thrown  over  the  transom  late  at 
night."  Most  of  what  we  have  in  here 
is  just  completely  unacceptable. 

In  going  through  the  bill,  I  found 
one  interesting  little  item  for  instance. 
Back  here  in  the  bill  we  have  a  little 
item  about  revenue  sharing.  What  do  I 
find  out  we  are  doing  in  the  revenue 
sharing  area?  Well,  we  are  transfer- 
ring deficit  from  next  year  back  to 
this  year  as  though  the  deficit  accu- 


mulated this  year  does  not  have  any 
meaning  to  us  any  more,  we  will  just 
transfer  it  back.  We  go  from  October  1 
back  to  September  30.  It  is  still  add-on 
deficit  as  though  what  the  accumula- 
tion of  deficit  overall  is  not  what  we 
are  really  all  about.  It  is  a  total  phony. 
Mandrake  the  Magician  would  be 
proud  of  this  bill. 

What  we  have  done  is  we  have  re- 
duced the  deficit  in  the  process  here 
with  no  reductions  at  all  in  spending. 
That  is  a  great  trick  but  it  is  totally  all 
illusion.  I  say  we  ought  to  reject  this 
rule,  we  ought  to  reject  the  reconcilia- 
tion bill  that  it  brings  to  us.  Both 
make  a  mockery  of  the  whole  process 
of  deficit  reduction. 

This  is  not  budget  reconciliation; 
this  is  not  a  budget  reconciliation 
process.  This  is  a  congressional  abdica- 
tion process.  We  are  just  walking  away 
from  our  obligations  to  get  spending 
under  control.  We  are  actually  bring- 
ing before  us  a  bill  that  is  called  a 
"budget  reconciliation  bill"  where  we 
were  supposed  to  achieve  spending 
savings  and  it  actually  increases 
spending. 

The  bill  we  will  have  before  us  has 
user  fee  increases  in  it.  It  sells  off  na- 
tional assets,  but  when  you  get  to 
spending,  it  actually  increases  spend- 
ing by  about  $1.8  billion. 

If  you  like  political  charades,  if  you 
like  political  phoniness  at  its  worst, 
you  will  like  this  process  and  you  will 
like  the  bills  we  are  about  to  considc*. 
If  you  want  to  vote  for  real  deficit  re- 
duction, you  ought  to  vote  "no"  and 
reject  this  process. 

The  gentleman  from  South  Carolina 
said  in  his  remarks,  "If  we  do  not  go 
through  with  this  process  we  have  the 
likelihood  that  we  will  go  home  in 
shame."  I  would  suggest  that  if  we 
adopt  this  process  we  should  be 
ashamed,  but  we  probably  will  not  be. 

Mr.  DERRICK.  Mr.  Speaker,  I  yield 
2  minutes  to  the  gentleman  from 
Texas  [Mr.  Brooks]. 

Mr.  BROOKS.  I  thank  the  gentle- 
man for  yielding  me  this  time. 

Mr.  Speaker,  the  rule  before  us  con- 
tains a  provision  which  will  speedup 
fourth  quarter  general  revenue  shar- 
ing payments  by  5  days  so  that  they 
will  be  counted  against  this  year's  out- 
lays rather  than  next  year's  outlays. 
The  apparent  purpose  of  this  move  is 
to  load  that  $680  million  on  top  of  this 
year's  $230  billion  deficit  in  order  to 
make  it  appear  that  we  are  getting 
closer  to  next  year's  Gramm-Rudman 
deficit  target.  This  is  gimmickry  of  the 
worst  kind  and,  it  is  going  to  cost  the 
American  taxpayer  at  least  a  half  mil- 
lion dollars. 

General  revenue  sharing  has  always 
been  financed  with  borrowed  dollars. 
It  has  already  added  $83  billion  to  the 
Federal  debt  in  the  past  14  years.  By 
speeding  up  this  one  payment  the  Fed- 
eral Government  is  going  to  have  to 
start  paying  the  interest  on  that  $680 


million  before  it  would  otherwise  have 
to.  The  cost  for  borrowing  this  money 
5  days  early  will  be  $500,000  to 
$600,000. 

Some  might  say  that  this  is  only  a 
drop  in  the  bucket— but  I  submit  that 
it  is  not  an  insignificant  drop  in  the 
bucket— especially  when  the  fact  is 
that  we  are  urmecessarily  spending 
money  in  a  desperate  effort  to  create 
the  illusion  that  we  are  reducing  Fed- 
eral expenditures. 

Is  this  what  Congress  had  in  mind 
when  it  passed  the  Deficit  Reduction 
Act?  Isn't  it  ironic  that  we  are  wasting 
a  half  a  million  dollars  trying  to  fool 
the  taxpayer  into  believing  that  we 
are  getting  the  deficit  down,  when  in 
fact  we  are  actually  increasing  it?  I 
suspect  that  the  American  taxpayer 
will  not  be  fooled  for  long. 

D  1155 

Mr.  DERRICK.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  6  min- 
utes to  the  gentleman  from  Pennsylva- 
nia [Mr.  Gray],  the  distinguished 
chairman  of  the  Committee  on  the 
Budget. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Speaker,  I  rise  in  support  of  the  rule 
for  consideration  of  H.R.  5300,  the 
Omnibus  Budget  Reconciliation  Act  of 
1986. 

Adoption  of  this  rule  will  enable  us 
to  complete  the  reconciliation  process 
quickly.  I  appreciate  the  accommoda- 
tioiiS  made  by  the  Committee  on  Rules 
in  honoring  my  request  on  behalf  of 
the  Committee  on  the  Budget  in  put- 
ting this  rule  together. 

By  making  in  order  the  perfecting 
amendment  of  the  Committee  on  the 
Budget,  this  rule  recognizes  the  ef- 
forts of  both  the  majority  and  minori- 
ty to  achieve  a  compromise  which  will 
serve  to  reduce  the  Federal  deficit  in  a 
manner  which  will  avoid  sequestration 
in  fiscal  year  1987. 

I  would  like  to  describe,  Mr.  Speak- 
er, how  this  package  evolved.  First  of 
all,  in  August,  when  the  snapshot  was 
taken,  it  was  believed  that  the  average 
for  1987  was  $164  billion.  Thus,  there 
was  a  need  for  a  $10-billion  deficit  re- 
duction package  so  that  we  could  avoid 
sequestration  and  get  down  under  the 
threshold. 

That  sequestration  in  August  was 
believed  to  be  about  $19  billion,  which 
would  result  in  about  $9  billion  in 
outlay  reductions  in  national  security 
and  $9  billion  in  domestic  programs.  It 
was  believed  at  that  time  that  we 
could  put  together  a  $10-billion  deficit 
reduction  package  made  up  primarily 
of  the  1987  budget,  including  some 
revenues  of  about  the  same  size  as  the 
President's.  However,  when  we  re- 
turned in  September,  it  became  clear 
that  a  $10  billion  package  would  not 
do  the  job  and  avoid  sequestration. 

We  also  found  that  there  was  a 
mood  here  on  Capitol  Hill  that  there 
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were  those  who  were  not  prepared  to 
make  deep  cuts  in  spending,  nor  were 
they  prepared  to  make  decisions  with 
regard  to  raising  revenues.  Thus,  what 
we  were  faced  with  was  a  situation 
that  was  compounded  by  three  reali- 
ties: 

First,  sequestration  was  no  longer 
$19  billion,  but  it  was  $24  billion  in 
outlays;  and  therefore,  we  had  to  get 
to  the  threshold  by  October  1.  to  avoid 
sequestration  of  $12  billion  in  defense 
spending,  $12  billion  in  domestic  and 
outlays,  which  is  about  $50  billion  in 
budget  authority. 

Second,  we  were  faced  with  the 
problem  that  we  must  have  Presiden- 
tial support  and  the  signature  of  the 
President  in  order  for  it  to  become  law 
before  October  1.  The  President  has 
made  it  very  clear  that  he  would  not 
support  cuts  in  spending  in  Pentagon 
programs  or  foreign  assistance,  nor 
would  he  support  revenues  even  of  the 
magnitude  in  his  own  budget  submit- 
ted to  the  Congress  for  fiscal  year 
1987. 

Third,  the  other  problem  we  faced 
was  the  clear  fact  that  we  only  had  a 
limited  number  of  legislative  days  in 
which  to  come  up  with  a  package  large 
enough  to  reduce  the  deficit  within  a 
very  narrow  time  frame  of  about  15 
legislative  days. 

What  we  did  was  to  put  together  a 
package  on  the  House  side,  and  I 
might  add,  bipartisanly.  I  must  com- 
mend the  gentleman  from  Ohio  [Mr. 
Latta]  and  the  Members  of  the  minor- 
ity side  who  worked  to  put  together 
this  package. 

What  we  came  up  with  was  a  pack- 
age that  consists  primarily  of  asset 
sales,  user  fees,  as  well  as  some 
changes  in  accounting  procedures,  as 
pointed  out  by  the  gentleman  from 
Pennsylvania  [Mr.  Walker].  But  it 
was  done  within  the  context  of  the 
three  realities  we  faced. 

I  want  to  commend  the  gentleman 
from  Ohio  [Mr.  Latta],  who  went  to 
the  other  body,  shared  it  with  them; 
and  as  a  result,  the  other  body  came 
and  asked  us  to  work  bicamerally  to- 
gether on  a  bipartisan  package,  includ- 
ing the  White  House. 

As  a  result,  with  White  House  repre- 
sentation, bipartisan  leadership  of 
both  the  other  body  and  the  House, 
we  worked  for  several  hours  and  came 
up  with  an  agreed  $13  billion  worth  of 
deficit  reduction,  which  could  be 
signed  off  on  by  the  administration  in 
order  for  us  to  avoid  sequestration. 

This  package  before  you  today  rep- 
resents the  best  effort  in  light  of  those 
three  circumstances.  Would  this  Chair 
prefer  something  else?  Yes,  but  we  did 
not  have  the  time  nor  do  we  have  the 
Presidential  support  in  order  to  imple- 
ment something  else. 

The  President  says,  "Take  it  all  out 
of  domestic!  Do  not  touch  foreign  as- 
sistance! Do  not  touch  the  Pentagon!" 
Everyone  here  knows  that  this  body  is 


not  going  to  vote  to  cut  $15  billion  out 
of  domestic  spending. 

So,  why  are  we  going  to  sit  here  and 
talk  about  being  prepared  to  make 
spending  reductions  when  the  only 
spending  reduction  that  the  adminis- 
tration will  sign  off  on  is  a  domestic 
one?  There  are  no  votes  on  that  side  of 
the  aisle,  for  that!  There  are  no  votes 
on  this  side  of  the  aisle  for  that!  Cer- 
tainly 40  days,  or  so,  before  an  election 
are  we  going  to  vote  to  cut  $15  billion 
spending— you  know  it,  and  I  know  it. 
So,  this  represents  probably  the  best 
effort.  It  is  not,  perhaps,  what  I  would 
like.  It  is  temporary.  It  gets  us  under 
the  threshold  of  $154  billion.  It  does 
not  address  the  long-term  problem  of 
structural  changes  in  order  to  bring 
the  deficits  down,  but  I  say  to  my  col- 
leagues, support  the  rule.  Support  this 
reconciliation  package.  It  is  the  best, 
considering  the  three  realities  that  we 
face. 

Again,  I  would  like  to  thank  the 
members  of  the  Committee  on  the 
Budget,  and  particularly  the  minority 
side.  While  the  package  before  us  may 
not  be  ideal  and  may  not  be  the  ideal 
response  to  this  Nation's  deficit  prob- 
lem, it  does  answer  our  present  need. 

Failure  to  act  now  runs  a  much 
higher  risk. 

Mr.  LATTA.  Mr.  Speaker,  I  yield  6 
minutes  to  the  gentleman  from  Massa- 
chusetts [Mr.  Conte]. 

Mr.  CONTE.  Mr.  Speaker,  I  rise  to 
express  my  disappointment  and 
dismay  that  the  Rules  Committee  did 
not  make  in  order  my  amendment  to 
authorize  the  imposition  of  Coast 
Guard  user  fees  on  recreational  boat- 
ers. I  think  that  the  House  should 
have  had  an  opportunity  to  vote  this 
issue  up  or  down.  But  most  particular- 
ly, I  think  we  are  missing  a  good  bet  in 
our  efforts  to  plug  the  sea  of  red  ink 
in  which  our  ship  of  state  is  sinking. 

Mr.  Speaker,  as  the  press  across  this 
country  have  editorialized  for  weeks, 
we  are  using  every  possible  blue  smoke 
and  mirror  mechanism  available  to  us 
in  order  to  avoid  a  Gramm-Rudman- 
Hollings  sequestration.  If  we  were 
honest  with  ourselves,  and  with  each 
other,  we  would  have  to  admit  that  a 
good  part  of  the  alleged  savings  in  this 
reconciliation  bill  are  imaginary.  Oh, 
they  may  look  good  on  paper.  And 
maybe  some  of  them  will  even  stand 
up  to  the  Congressional  Budget  Of- 
fice's analysis.  But  when  we  get 
around  to  finally  auditing  the  books, 
those  savings  aren't  going  to  appear. 
And  we  will  be  in  even  worse  shape 
next  year,  when  we  try  to  meet  the 
even  more  stringent  1988  deficit 
target. 

The  crying  shame  here,  Mr.  Speaker, 
is  that  we  could— and  should— be  col- 
lecting about  $100  million  a  year  in 
Coast  Guard  user  fees  from  recre- 
ational boaters  who  use  U.S.  water- 
ways. Every  year,  the  Coast  Guard 
spends  well  over  $150  million  a  year 


providing  nonemergency  search  and 
rescue  services  and  aids  to  navigation 
to  recreational  boaters.  And  that's  just 
the  operating  cost— it  doesn't  even 
begin  to  count  in  the  cost  of  all  the 
helicopters,  patrol  boats,  cutters. 
Falcon  jets,  C-130's,  radars,  communi- 
cations equipment,  and  other  re- 
sources that  the  Coast  Guard  brings 
to  bear  when  a  boater  gets  into  trou- 
ble. 

What  we  are  talking  about  is  an  $18- 
a-year  fee,  about  one-third  the  cost  of 
a  new  pair  of  deck  shoes.  This  fee, 
which  would  raise  about  $100  million, 
would  be  desposited  directly  into  the 
Coast  Guard's  operating  expense  ac- 
count, and  be  available  only  to  provide 
search  and  rescue  services  in  non- 
emergency situations,  plus  aids  to 
navigation  for  recreational  boaters. 
What  could  be  more  fair? 

The  boaters  complain  that  they  al- 
ready pay  various  fees  and  taxes.  And 
of  course  they  do,  just  like  everyone 
else  in  this  country. 

But  the  best  analogy  is  to  motorists. 
We  all  pay  a  Federal  tax  on  gasoline, 
that  goes  into  the  Highway  Trust 
Fund.  But  when  a  car  breaks  down,  we 
don't  look  to  the  Federal  Government 
to  tow  it  in.  We  either  belong  to  the 
Triple-A,  or  to  one  of  the  other  auto 
clubs,  or  we  accept  the  inevitability  of 
being  gouged  by  some  unscrupulous 
tow  truck  driver  who  takes  advantage 
of  motorists  in  trouble. 

Now,  my  informal  survey  shows  that 
people  are  paying  more  than  $18  a 
year  to  belong  to  those  auto  clubs. 
And  I  can't  understand  why  boaters 
insist  on  getting  a  free  ride  from  the 
General  Treasury.  This  $18-a-year  fee 
would  ensure  the  continuation  of 
these  essential  Coast  Guard  services. 
It's  an  insurance  policy.  And  it's  one 
that  should  have  been  paid  for  a  long 
time  ago. 

Mr.  Speaker,  at  a  time  when  we  are 
talking  about  percentage  cuts  in  pro- 
grams like  maternal  and  child  health, 
education.  Medicare,  higher  education, 
and  programs  for  the  elderly  and 
handicapped,  I  have  a  difficult  time 
explaining  why  234  million  Americans 
should  pay  for  all— that's  100  per- 
cent—of the  cost  of  providing  Coast 
Guard  services  for  some  6  million  rec- 
reational boaters  whb  may  run  out  of 
gas  on  a  Sunday  afternoon. 

Let's  keep  on  towing— but  it 
shouldn't  be  a  free  ride. 

D  1205 

Mr.  DERRICK.  Mr.  Speaker,  for 
purposes  of  debate  only.  I  yield  3  min- 
utes to  the  gentleman  from  Texas 
(Mr.  STENHOua]. 

Mr.  STENHOLM.  Mr.  Speaker,  I  rise 
in  opposition  to  this  rule  this  morning. 

My  reason  is  that  I,  too,  have  a  diffi- 
cult time  understanding  the  decision 
that  the  Rules  Committee  made  in 
striking  the  meat  inspection  improve- 
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ment  bill  from  this  legislation.  This 
was  an  act  that  had  the  unanimous 
support  of  the  House  Agriculture 
Committee.  We  have  a  letter  and  I 
have  a  letter  before  me  to  the  chair- 
man, signed  by  the  chairman  and  the 
ranking  Member  of  the  House  Agricul- 
ture Committee. 

The  OMB  and  CBO  have  both 
agreed  that  this  bill  saves  $1  million  a 
year  the  first  year,  $4  million  the 
second,  and  then  $14  million  a  year 
into  perpetuity. 

It  is  my  understanding  this  is  a  rec- 
onciliation bill,  and  in  reconciliation, 
we  should  be  looking  at  spending  cuts. 

I  want  to  associate  myself  with  the 
chairman,  the  gentleman  from  Penn- 
sylvania [Mr.  Gray],  in  total.  The  gen- 
tleman is  right  on  the  mark  in  what 
he  said. 

I  am  here  today  to  ask  my  colleagues 
in  the  House  to  vote  down  the  rule 
and  send  it  back  to  the  Rules  Commit- 
tee and  let  us  have  an  opportunity  to 
find  $14  million  in  savings  and  make 
some  needed  improvement  to  the  Meat 
Inspection  Act. 

I  would  like  to  ask  either  the  gentle- 
man from  South  Carolina  or  the  gen- 
tleman from  Ohio  if  they  could  en- 
lighten me  as  to  why,  in  a  reconcilia- 
tion bill,  they  turned  down  a  spending 
reduction  bill  that  has  come  from  the 
House  Agriculture  Committee,  pre- 
sented to  the  Rules  Committee;  no  ob- 
jection, in  fact  supported  by  the 
Budget  Conunittee,  but  unilaterally  it 
was  decided  to  strike  that  savings. 
Could  somebody  enlighten  me  as  to 
why? 

Mr.  DERRICK.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  STENHOLM.  I  yield  to  the  gen- 
tleman from  South  Carolina. 

Mr.  DERRICK.  Mr.  Speaker,  let  me 
say  this  to  the  gentleman,  that  1  per- 
sonally agree  with  the  Meat  Inspec- 
tion Improvement  Act.  As  to  why  it 
was  deleted,  it  was  a  bipartisan  act  on 
the  part  of  the  Rules  Committee. 

You  know,  from  time  to  time  in 
these  reconciliation  bills,  we  do  have 
extraneous  matters,  and  this  is  one. 

I  questioned  whether  it  belonged  in 
the  Reconciliation  Act  to  begin  with, 
whether  that  was  the  proper  place  for 
it;  but  be  that  as  it  may,  it  was  a  bipar- 
tisan act  and  that  is  the  reason  it  was 
struck. 

Mr.  STENHOLM.  Mr.  Speaker,  I 
thank  the  gentleman  for  that  enlight- 
enment. 

Mr.  LATTA.  Mr.  Speaker,  will  the 
gentleman  yield  to  me? 

Mr.  STENHOLM.  I  am  happy  to 
yield  to  the  gentleman  from  Ohio. 

Mr.  LATTA.  Mr.  Speaker,  let  me  say 
that  I  also  was  one  of  those  individuals 
who  supported  the  gentleman's  posi- 
tion in  the  Rules  Committee,  but 
there  just  were  not  the  votes  there  to 
do  what  the  gentleman  would  like  to 
have  done. 


Mr.  STENHOLM.  It  is  another  one 
of  these  things  in  which  we  have  the 
overwhelming  majority  of  the  votes, 
but  we  seem  not  to  have  the  votes  to 
do  it. 

Again,  I  close  my  plea  to  the  House, 
I  would  agree  that  there  is  some  merit 
as  to  what  we  ought  to  have  in  recon- 
ciliation and  what  we  ought  not  to, 
but  it  would  seem  to  me  the  fair  way 
to  have  handled  this  question  would 
have  been  to  allow  a  vote,  to  allow  the 
will  of  the  House  to  be  expressed  as  to 
whether  this  $14  million  in  cuts  is  one 
that  we  should  have. 

Mr.  DERRICK.  Mr.  Speaker,  I  have 
no  further  requests  for  time. 

Mr.  LATTA.  Mr.  Speaker,  I  yield  2 
minutes  to  the  gentleman  from  New 
Hampshire  [Mr.  Gregg]. 

Mr.  GREGG.  Mr.  Speaker,  I  thank 
the  gentleman  from  Ohio. 

I  rise  in  opposition  to  this  rule. 

I  also  rise  in  opposition  to  the  recon- 
ciliation package.  I  believe  the  rule  is 
inappropriate  because  of  the  amount 
of  material  which  is  put  into  the  rec- 
onciliation package  by  passage  of  the 
rule. 

I  believe  the  reconciliation  package 
itself,  as  has  been  discussed  here,  is  an 
obfuscation  of  reality.  As  have  been 
noted,  it  is  filled  with  smoke.  In  fact,  it 
has  so  much  smoke  and  fog  within  it 
that  I  should  think  we  would  issue  ev- 
erybody in  this  House  a  fog  light  so 
that  we  do  not  bump  into  each  other 
as  we  try  to  debate  it  this  afternoon. 

As  we  look  down  the  list  of  items 
which  are  alleged  to  be  savings,  you 
have  a  hard  time  finding  anything 
that  is  really  substantial  and  anything 
that  is  hard.  One  wonders  how  many 
times  we  can  sell  Conrail  and  how 
many  budget  resolutions  we  are  going 
to  give  credit  for  selling,  it  and  at  what 
price  we  are  going  to  level  it  out  at. 

You  have  the  additional  IRS  person- 
nel for  raising  $2.4  billion.  That  is  a 
very  questionable  item  as  to  whether 
or  not  we  are  going  to  raise  that  type 
of  money  from  those  additions. 

More  importantly,  we  have  this  ac- 
counting change  for  the  revenue-shar- 
ing issue,  which  is  clearly  an  attempt 
to  obfuscate  reality  and  an  attempt 
simply  to  avoid  the  issue  of  spending 
money.  The  revenue-sharing  money  is 
going  to  be  spent.  It  is  simply  going  to 
be  credited  to  this  year's  deficit  in- 
stead of  next  year's  deficit. 

We  are  making  a  mistake,  in  my 
opinion,  in  rushing  to  try  to  attempt 
to  avoid  sequestration  by  passing 
something  like  this.  It  is  a  trip  to  fan- 
tasy island  and  it  is  in  no  way  going  to 
resolve  the  very  serious  budget  prob- 
lems we  have  as  a  Congress. 

Mr.  LATTA.  Mr.  Speaker,  I  yield 
myself  30  seconds. 

Since  the  gentleman  who  just  spoke 
mentioned  Conrail,  this  happens  to  be 
a  part  of  the  bill  and  in  this  bill  are 
the  provisions  for  the  sale  of  Conrail. 
They  have  the  authority  now  if  this 


legislation    passes    to    sell    Conrail, 
which  they  have  not  had  before. 

Mr.  Speaker,  I  yield  3  minutes  to  the 
gentleman  from  Ohio  [Mr.  Wylie]. 

Mr.  WYLIE.  Mr.  Speaker,  I  thank 
the  gentleman  for  yielding. 

I  rise  to  make  the  point  that  this 
rule  makes  in  order  an  amendment  to 
be  offered  by  the  gentleman  from 
Ohio  [Mr.  Wylie]  or  his  designee,  to 
be  debatable  for  not  to  exceed  30  min- 
utes, to  be  equally  divided  and  con- 
trolled by  the  proponent  of  the 
amendment  and  a  Member  opposed 
thereto. 

Mr.  Speaker,  this  is  a  historic 
moment  in  the  history  of  the  House  in 
that  I  received  a  rule  which  I  did  not 
request  or  ask  for.  The  provision 
which  is  in  the  rule  today  authorizes 
me  to  offer  an  amendment  which 
would  in  effect  allow  me  to  strike  the 
provisions  of  the  Housing  bill. 

Now,  as  I  say,  I  am  not  sure  how  we 
got  here,  but  I  have  decided  not  to  do 
that,  not  to  ask  for  such  a  rule,  be- 
cause the  House  has  worked  its  will  on 
the  housing  bill. 

May  I  say  that  we  had  a  good  day  in 
the  Banking  Committee  yesterday,  I 
believe.  We  passed  a  package  providing 
for  a  PSLIC  recap  bill,  a  regulators' 
bill,  a  funds  availability  bill,  and  H.R. 
1.  The  funds  availability  bill  and  H.R. 
1  had  already  been  passed  by  the 
House  by  a  rather  substantial  margin. 

I  have  told  the  authors  of  the  substi- 
tute, the  gentleman  from  New  York 
[Mr.  LaFalce]  and  the  gentleman 
from  Georgia  [Mr.  Barnard]  and  also 
the  gentleman  from  Rhode  Island 
[Mr.  St  Germain]  that  I  would  not  ask 
for  an  amendment  or  a  rule  which 
would  provide  for  an  amendment  to 
strike  the  provisions  of  the  housing 
bill. 

So  when  I  came  this  morning  to  the 
floor,  that  was  the  first  notice  that  I 
had  that  an  amendment  would  be  in 
order  by  me  to  strike  the  provisions  of 
the  Housing  bill  and  I  was  somewhat 
surprised. 

What  I  wanted  wsis  the  right  to  offer 
an  amendment  to  meet  the  cap  levels 
provided  for  in  the  budget  for  the 
housing  programs. 

The  Congressional  Budget  Office,  in 
its  scoring,  says  that  the  bill  does  not 
authorize  any  specific  funding  levels 
for  most  programs.  Instead,  it  includes 
a  general  policy  statement  that  all 
fiscal  year  1986-87  authorizations 
must  be  capped  at  levels  established  in 
the  budget  resolution;  however,  some 
provisions  are  direct  spending  and 
have  a  cost. 

The  committee  estimates  the  overall 
cost  implications  of  the  bill  are  $470 
million  in  excess  of  the  levels  estab- 
lished by  the  budget  resolution. 

I  talked  to  the  chairman  of  the 
Budget  Committee,  Mr.  Gray,  a  little 
earlier  and  he  agrees  with  that  assess- 
ment. 
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So  what  I  would  really  like  to  do  is 
to  offer  an  amendment  to  the  budget 
reconciliation  bill  today  which  would 
meet  those  cap  levels  and  do  exactly 
what  the  budget  bill  suggested  that  we 
do  and  also  what  H.R.  1  suggested  we 
do. 

So,  Mr.  Speaker,  what  I  would  like 
to  do  is  ask  unanimous  consent  at  this 
point  that  I  be  allowed  to  offer  an 
amendment  which  would  simply  state: 

Provided,  however,  That  the  gentleman 
from  Ohio  [Mr.  Wylie]  may  in  lieu  of  the 
amendment  be  permitted  to  offer  the  fol- 
lowing amendment— 

And  it  would  strike  to  period  after 
section  303  and  would  say: 

Provided,  however,  That  outlays  associat- 
ed with  H.R.  1  are  hereby  reduced  by  $470 
million  in  fiscal  year  1987. 

As  I  say.  that  would  meet  the  budget 
resolution  targets.  It  would  also  be  in 
line  with  H.R.  1,  which  we  previously 
passed  in  this  House. 

The  SPEAKER  pro  tempore.  The 
time  of  the  gentleman  from  Ohio  has 
expired. 

Mr.  LATTA.  Mr.  Speaker,  I  yield  1 
additional  minute  to  the  gentleman. 

Mr.  WYLIE.  So.  Mr.  Speaker,  I  do 
ask  unanimous  consent  that  this  reso- 
lution which  we  are  considering  now 
be  amended  to  reflect  what  I  wanted 
to  do.  since  the  Rules  Committee 
made  in  order  an  amendment  to  be  of- 
fered by  the  gentleman  from  Ohio 
[Mr.  Wylie].  which  is  something  I  did 
not  ask  for.  What  I  would  request  is  to 
be  allowed  to  offer  the  amendment 
which  I  really  wanted  to  offer. 

Mr.  LATTA.  Mr.  Speaker,  will  the 
gentleman  yield  to  me? 

The  SPEAKER  pro  tempore.  Would 
the  gentleman  from  Ohio  [Mr.  Latta] 
like  to  object? 

Mr.  LATTA.  Mr.  Speaker,  I  think 
the  gentleman  yielded  to  me. 

Mr.  WYLIE.  Mr.  Speaker,  I  made  a 
unanimous-consent  request,  but  I 
would  yield  to  the  gentleman  from 
Ohio. 

Mr.  DERRICK.  Reserving  the  right 
to  object,  Mr.  Speaker,  I  yield  to  the 
gentleman  from  Massachusetts  [Mr. 
Frank]. 

Mr.  FRANK.  Mr.  Speaker.  I  thank 
the  gentleman  for  yielding.  I  would 
like  to  address,  under  his  reservation, 
a  question  to  the  gentleman  from 
Ohio. 

My  understanding  in  discussing  this 
with  the  staff  who  as  usual  are  the  ex- 
perts in  the  details  of  this  is  that  the 
one  specific  provision  that  would 
clearly  be  stricken  was  one  adopted  by 
a  majority  in  the  House  which  would 
reduce  the  rents  for  people  in  housing 
from  30  to  25  percent,  because  that 
was  the  one  thing  I  was  told  would  be 
directly  affected. 

Mr.  WYLIE.  Mr.  Speaker,  if  the  gen- 
tleman will  yield,  that  is  not  correct. 

Mr.  DERRICK.  Mr.  Speaker,  reserv- 
ing the  right  to  object,  let  me  suggest 
that  the  gentleman  is  out  of  order.  He 


has  been  yielded  to  for  purposes  of 
debate  only;  but  further  reserving  the 
right  to  object,  if  I  might  suggest  to 
the  gentleman  that  I  think  a  unani- 
mous-consent request  might  be  looked 
on  favorably  at  the  time  the  gentle- 
man's amendment  comes  up  under  the 
bill  itself;  but  I  do  make  the  point  of 
order  that  the  gentleman  is  out  of 
order,  that  he  has  been  yielded  to  for 
purposes  of  debate  only. 

The  SPEAKER  pro  tempore.  Objec- 
tion is  heard. 

The  Chair  recognizes  the  gentleman 
from  Ohio  [Mr.  Latta]. 

Mr.  LATTA.  Mr.  Speaker,  I  yield  3 
minutes  to  the  gentleman  from  Texas 
[Mr.  Bartlett]. 


Mr. 
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BARTLETT.  Mr.  Speaker,  the 


purpose  of  the  reconciliation  bill,  as 
has  been  discussed,  is  to  lower  spend- 
ing so  as  to  lower  the  deficit  to  come 
into  compliance  with  the  budget  of 
the  House.  As  has  been  discussed,  and 
I  will  not  elaborate  on,  this  reconcilia- 
tion may  well  lower  the  deficit,  but  it 
does  not  have  specific  provisions  to 
lower  spending.  In  fact,  it  has  specific 
provisions— and  the  gentleman  from 
Ohio  [Mr.  Wylie]  is  seeking  to  correct 
one  of  them— to  increase  spending  in 
some  very  specific  ways. 

One  of  those  ways  is  the  addition  of 
H.R.  1,  the  Housing  Act.  Now  I  join 
with  the  gentleman  from  Ohio.  I  do 
not  oppose  necessarily  putting  H.R.  1 
into  this  bill,  nor  do  I  oppose  H.R.  1  in 
the  form  in  which  it  passed  the  House. 
But  I  do  think  that  it  is  very,  very  fair 
for  the  House  to  be  allowed  to  vote  on 
whether  or  not  we  want  to  cap  spend- 
ing in  the  housing  bill,  in  H.R.  1, 
which  is  a  part  of  this  reconciliation 
package,  at  the  fiscal  year  1986  levels. 
I  think  that  a  majority  of  the  mem- 
bers of  the  committee  would  want  to 
do  that  and  a  majority  of  the  Mem- 
bers of  the  House  would  want  to  do 
that. 

As  I  understand  it,  Mr.  Wylie  has 
been  given  permission  by  the  rule  to 
offer  an  amendment  to  strike  the  en- 
tirety of  H.R.  1.  That  is  an  amend- 
ment that  he  does  not  wish  to  make 
and  did  not  seek  the  authority  to 
make.  He  does  have  an  amendment 
that  would  correct  the  $470  million 
problem  that  is  in  this  bill.  It  can  be 
fully  debated.  It  would  have  an  hour's 
worth  of  debate,  and  then  the  house 
can  decide  as  to  whether  they  would 
adopt  the  cap  on  authorizations  that 
Mr.  Wylie  would  seek  to  put  in. 

The  amendment  that  Mr.  Wylie 
seeks  to  offer  should  be  made  in  order 
because  it  is  specific  as  to  what  the 
problem  is.  The  gentleman  from  Ohio 
is  the  ranking  member  of  the  Banking 
Committee.  He  was  given,  as  ranking 
member,  the  authority  to  offer  an 
amendment,  and  he  ought  to  be  al- 
lowed to  offer  the  amendment  that  he 
wants  to  offer,  not  the  amendment 


that  someone— we  do  not  even  know 
who  it  is— wants  him  to  offer.  He  has 
talked,  as  I  understand,  with  the 
chairman  of  the  Committee  on  Rules, 
who  had  indicated  that  he  sees  no  dif- 
ficulty with  doing  that,  and  thinks 
that  it  ought  to  be  made  in  order.  He 
has  talked  with  the  chairman  of  the 
Housing  Subcommittee,  the  gentleman 
from  Texas  [Mr.  Gonzalez],  who  sup- 
ports the  spirit  of  that  and  has  said 
that  he  has  no  objection  to  it  being  in 
order. 

I  visited  earlier  with  the  chairman  of 
the  Conunittee  on  the  Budget,  the 
gentleman  from  Pennsylvania  [Mr. 
Gray],  and  he  can  speak  for  himself 
and  I  will  yield  to  him  for  that  pur- 
poses, but  as  I  understand  it,  he  would 
have  no  objection.  I  will  just  ask  if  the 
chairman  would  have  tmy  objection  to 
Mr.  Wylie  being  allowed  to  offer  this 
very  specific  amendment  to  a  provi- 
sion that  he  is  familiar  with. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Speaker,  will  the  gentleman  yield? 

Mr.  BARTLETT.  I  yield  to  the  gen- 
tleman from  Pennsylvania. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Speaker,  I  would  just  say  to  my  distin- 
guished colleague  that  I  would  have 
no  objection,  but  of  course  the  juris- 
diction for  a  role  or  an  amendment  to 
a  rule  lies  with  the  Committee  on 
Rules. 

I  would  also  point  out  to  the  gentle- 
man one  of  the  things  that  we  are 
going  to  be  facing  in  conference  on  all 
of  these  issues;  I  would  hope  that  the 
gentleman  and  any  of  his  colleagues 
who  have  a  similar  concern  would  take 
this  into  their  consideration  of  the 
rule. 

The  SPEAKER  pro  tempore  (Mr. 
Natcher).  The  time  of  the  gentleman 
from  Texas  [Mr.  Bartlett]  has  ex- 
pired. 

Mr.  DERRICK.  Mr.  Speaker.  I  yield 
1  minute  to  the  gentleman  from  Texas 
[Mr.  Bartlett]. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Speaker,  will  the  gentleman  yield? 

Mr.  BARTLETT.  I  yield  to  the  gen- 
tleman from  Pennsylvania. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Speaker,  let  me  just  simply  say  that  I 
would  hope  that  the  gentleman  from 
Texas  and  all  who  are  concerned 
about  this  and  other  issues  will  be  re- 
mined  of  something  very  important, 
and  that  is  that  in  the  other  body 
there  is  a  provision  that  does  not  allow 
any  conference  report  on  reconcilia- 
tion to  be  considered  that  increases 
spending.  So,  therefore,  one  of  the 
problems  that  we  are  going  to  face 
this  year  in  reconciliation  that  we 
have  not  faced  before  is  that  the  other 
body  cannot  recede  to  the  House  posi- 
tion because  of  that,  and  I  think  that 
it  is  going  to  take  a  lot  of  extraneous 
material  out. 

Mr.  BARTLETT.  Would  the  gentle- 
man then  support  our  cleaning  up  at 
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least  this  section  of  the  bill  here  and 
then  leaving  the  other  items  for  con- 
ference? The  gentleman  is  saying  that 
in  conference  this  spending  is  going  to 
be  reduced  anyway,  and  the  gentleman 
would  support  that  as  I  understand  his 
comments. 

Mr.  LATTA.  Mr.  Speaker.  I  yield  1 
additional  minute  to  the  gentleman 
from  Texas  [Mr.  Bartlett]. 

Mr.  WYLIE.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  BARTLETT.  1  yield  to  the  gen- 
tleman from  Ohio. 

PARLIAMENTARY  INQUIRY 

Mr.  WYLIE.  Mr.  Speaker,  I  have  a 
parliamentary  inquiry. 

The  SPEAKER  pro  tempore.  The 
gentleman  will  state  it. 

Mr.  WYLIE.  Mr.  Speaker,  the  gen- 
tleman from  South  Carolina  [Mr.  Der- 
rick] indicated  that  he  did  not  really 
have  objection  to  my  unanimous-con- 
sent request  to  make  this  comply  with 
the  budget  resolution,  which  is  really 
what  I  wanted  to  do,  but  felt  that  the 
unanimous-consent  request  to  change 
the  amendment  should  be  made  when 
we  go  into  Committee  and  are  consid- 
ering the  resolution.  I  do  not  believe 
that  I  can  do  it  at  that  time,  that  I 
have  to  make  the  unanimous-consent 
request  while  the  House  is  in  session. 

The  SPEAKER  pro  tempore.  [Mr. 
Natcher].  The  Chair  advises  the  gen- 
tleman from  Ohio  [Mr.  Wylie]  that 
he  can  make  that  request  after  the 
rule  is  adopted  and  before  we  go  into 
the  Committee  of  the  Whole. 

Mr.  BARTLETT.  Mr.  Speaker,  do  I 
understand  that  the  parliamentary  in- 
quiry did  not  come  out  of  the  con- 
trolled time? 

The  SPEAKER  pro  tempore.  [Mr. 
Natcher].  The  time  is  taken  out  of  the 
gentleman's  time. 

Mr.  BARTLETT.  Mr.  Speaker,  I 
urge,  unless  this  is  resolved,  at  least  in 
this  issue,  and  I  think  that  the  Com- 
mittee on  Rules  has  wrestled  with  the 
rule,  but  I  do  urge  a  "no"  vote  on  the 
rule  unless  the  rule  is  changed— and 
there  seems  to  be  agreement  to  change 
it,  but  we  cannot  quite  get  to  the  point 
of  doing  it— to  permit  at  least  this  one 
amendment  that  would  specifically 
reduce  or  eliminate  the  increase  in 
spending  that  is  provided  in  the  recon- 
ciliation bill.  We  ought  to  send  it  back 
to  the  Rules  Committee. 

Mr.  LATTA.  Mr.  Speaker,  I  yield  2 
minutes  to  the  gentleman  from  Cali- 
fornia [Mr.  Lungren]. 

Mr.  LUNGREN.  Mr.  Speaker.  I  un- 
derstand the  difficulty  that  the  Com- 
mittee on  Rules  has  in  coming  up  with 
a  very  complicated  rule  dealing  with 
this  proposition.  However,  I  do  think 
that  this  whole  question  about  resur- 
recting revenue  sharing  in  this  way 
ought  to  be  observed.  Many  of  us  have 
been  talking  with  our  local  conununi- 
ties.  We  have  told  them  that  revenue 
sharing  is  dead,  that  there  is  no 
chance.  Now  it  has  risen  again.  I  guess 


this   is   Easter   Sunday   for  some   of 
those  people. 

You  just  wonder  after  a  while  why 
we  are  doing  this  sort  of  thing.  I  sup- 
pose we  might  refer  to  this  as  "legisla- 
tive backstroke."  We  just  take  what  is 
supposed  to  be  next  year  and  we  put  it 
in  this  year's  budget,  which  suggests 
to  me  that  we  can  get  rid  of  the  deficit 
for  next  year.  If  someone  would  allow 
me  to  have  an  amendment  to  take  the 
Federal  budget  for  defense  for  next 
year  and  put  it  into  this  year's  budget, 
we  can  get  rid  of  the  deficit  for  next 
year. 

Now  that  just  brings  up  the  question 
as  to  how  we  are  going  to  spend  this 
$680  million  between  today,  the  24th 
of  September,  and  the  30th  of  Septem- 
ber, but  I  guess  where  there  is  a  will, 
there  is  a  way. 

Two  weeks  ago  or  3  weeks  ago,  we 
had  a  very  worthy  bill  on  the  floor,  an 
antidrug  bill.  I  was  concerned  that  we 
went  overboard  in  terms  of  money.  I 
wondered  what  the  next  precedent 
was  going  to  be.  Last  week,  Corrie 
Aquino  came  and  gave  a  magnificent 
speech,  for  which  she  received  a  $200 
million  honorarium.  But  now  we  top 
that.  In  what  I  would  consider  to  be. 
as  I  say,  legislative  backstroke,  we  are 
now  going  to  create  $680  million  out  of 
whole  cloth.  It  is  not  going  to  count 
against  the  deficit  for  next  year  be- 
cause we  put  it  in  this  year's  budget, 
which  only  lasts  for  6  more  days. 

I  do  not  know  how  you  get  interest 
payments  here.  Maybe  what  we  are 
doing  is  trying  to  create  another  re- 
verse rally  on  Wall  Street.  If  we  put 
enough  money  from  next  year's 
budget  into  this  year's  budget,  per- 
haps we  could  lose  200  points  on  the 
Dow  Jones  averages  before  the  week  is 
out  and  we  could  go  home  and  face 
our  constituents. 

I  understand  that  the  Rules  Com- 
mittee was  up  against  it  in  this  one, 
but  it  just  seems  to  me  that  this  is  the 
wrong  way  to  legislate.  It  is  legislative 
sleight-of-hand  at  the  least  that  we 
adopt  a  rule,  and  in  adopting  the  rule, 
we  just  take  a  small,  paltry  $680  mil- 
lion for  next  year,  put  it  into  this  year, 
and  we  do  not  have  to  worry  about  it.  I 
hope  that  we  vote  the  rule  down. 

Mr.  LATTA.  Mr.  Speaker,  I  have  no 
further  requests  for  time. 

Mr.  DERRICK.  Mr.  Speaker,  for  the 
purpose  of  debate  only,  I  yield  3  min- 
utes to  the  gentleman  from  California 
[Mr.  Anderson]. 

Mr.  ANDERSON.  Mr.  Speaker,  I  rise 
in  opposition  to  the  rule  providing  for 
the  consideration  of  H.R.  5300,  the 
Omnibus  Budget  Reconciliation  Act  of 
1986.  As  reported  from  committee,  the 
reconciliation  bill  included  a  provision 
taking  the  transportation  trust  funds 
off  budget.  Adoption  of  this  rule  will 
wipe  out  that  provision. 

This  rule  prevents  the  full  House 
from  working  its  will  on  an  issue  that, 
albeit  controversial,  is  critical  to  this 


Nation's  transportation  infrastructure. 
Despite  the  fact  that  we  knew  the 
Rules  Committee  was  going  to  report  a 
modified  closed  rule  on  this  bill,  we 
were  expecting  them  to  make  in  order 
an  amendment  to  strike  our  provision. 
But  never  did  we  imagine  the  report- 
ing of  a  self-actuating  rule  that  denies 
the  House  the  opportunity  to  even 
consider  the  issue. 

Mr.  Speaker,  the  Rules  Conunittee 
took  this  action  despite  strong  indica- 
tions that  this  House,  were  it  to  have 
the  opportunity  to  consider  the  issue, 
might  support  our  effort  to  take  the 
trust  funds  out  of  the  unified  budget. 
If  we  look  at  the  record,  we  see  that  a 
similar  vote  last  year  was  extremely 
close.  In  fact  the  provision  to  take  the 
trust  funds  off  budget  would  have 
passed  with  a  swing  of  a  mere  nine 
votes.  Last  month,  a  swing  of  22  votes 
would  have  carried  a  similar  provision 
although  at  that  time  the  motion 
under  which  our  provision  was  being 
considered  allowed  for  only  very  limit- 
ed debate  on  the  matter.  Perhaps  if  we 
had  been  allowed  today  to  debate  this 
important  issue,  the  House  would  have 
concluded  that  the  trust  funds  should 
be  removed  from  the  unified  budget, 
as  is  the  case  in  the  reconciliation  bill 
for  the  Medicare  hospital  insurance 
trust  fund.  Unfortunately,  we  will 
never  know  because  we  have  been  si- 
lenced by  the  rule. 

I  think  at  the  very  least  the  Mem- 
bers have  a  right  to  know  what  has 
been  lost  by  deleting  this  provision 
before  they  have  had  time  to  consider 
it.  The  transportation  trust  funds, 
which  are  derived  solely  from  user 
fees,  are  by  law  allowed  to  fund  only 
eligible  transportation  projects.  Sur- 
pluses in  the  funds  carmot  be  used  to 
finance  other  programs,  so  do  not 
lower  the  general  budget  deficit.  Of 
course,  these  surpluses  have  been  used 
to  make  our  horrible  budget  deficits 
appear  smaller.  But  since  these  sur- 
pluses do  not  decrease  the  real  deficit, 
using  them  in  this  way  merely  de- 
ceives the  American  public  and  makes 
a  mockery  of  the  budget  process  and 
those  of  us  who  are  concerned  with 
the  horrendous  deficit  that  is  con- 
fronting this  country. 

Mr.  Speaker,  the  transportation 
trust  funds  caiinot  be  used  to  lower 
the  budget  deficit.  Nevertheless,  in  at- 
tempts to  make  it  appear  so.  artificial 
ceilings  are  applied  to  the  obligation 
of  these  funds.  These  result  in  the 
backlog  of  huge  sums  of  money, 
money  paid  into  the  trust  funds  by 
transportation  users  and  levied  by  the 
Government,  this  Congress,  with  the 
promise  that  their  user  fees  would  be 
used  for  improved  transportation. 
Now.  these  unused  and  untouchable 
funds  sit  year  after  year  while  our  Na- 
tion's infrastructure  crumbles  and 
long-awaited  new  projects  languish,  all 
so  that  we  can  deceive  the  public  into 
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believing  that  the  deficit  is  smaller 
than  we  know  it  to  be. 

Mr.  Speaker,  the  reconciliation  proc- 
ess provides  that  funding  committees 
submit  their  reconciliation  provisions 
to  the  Budget  Committee,  which  then 
takes  these  provisions  to  the  floor. 
The  self-actuating  rule  recommended 
by  the  Rules  Committee  perverts  that 
process  and  denies  to  the  Public 
Works  Committee  the  ability  to  have 
the  House  even  focus  on  the  commit- 
tee position,  let  alone  adopt  it. 

Mr.  Speaker,  it  has  been  less  than  24 
hours  since  the  Rules  Committee  re- 
ported this  rule.  Obviously,  any  orga- 
nized attempt  to  defeat  the  rule  in 
such  a  timeframe  would  have  been 
futile.  But  let  the  record  show  how 
disappointed  I  am,  as  one  who  believes 
so  strongly  in  the  trust  fund  mecha- 
nism, in  the  action  our  Rules  Commit- 
tee has  chosen  to  take  in  refusing  to 
allow  this  provision  to  even  be  consid- 
ered. 

This  is  a  gag  rule,  and  I  strongly 
oppose  it. 

D  1230 

PARLIAMENTARY  INQUIRY 

Mr.  WALKER.  Mr.  Speaker,  I  have  a 
parliamentary  inquiry. 

The  SPEAKER  pro  tempore  [Mr. 
Natcher].  The  gentleman  will  state 
his  parliamentary  inquiry. 

Mr.  WALKER.  Mr.  Speaker,  the 
gentleman  from  Pennsylvania  wishes 
to  ascertain  how  the  gentleman  from 
Ohio  [Mr.  Wylie]  might  be  able  to 
make  his  amendment  in  order. 

The  SPEAKER  pro  tempore.  The 
Chair  would  like  to  advise  the  gentle- 
man that  that  request  would  be  in 
order  after  the  rule  is  adopted  and 
before  we  go  into  the  Committee  of 
the  Whole.  At  that  time  that  request 
is  in  order. 

Mr.  WALKER.  Is  the  gentleman 
from  Pennsylvania  also  correct  that 
the  conmiittee  could  offer  a  committee 
amendment  to  this  particular  rule 
that  would,  in  fact,  offer  the  gentle- 
man from  Ohio  a  chance  to  offer  the 
amendment  which  he  had  originally 
hoped  would  be  given  to  him? 

The  SPEAKER  pro  tempore.  The 
Chair  would  like  to  advise  the  gentle- 
man from  Pennsylvania  that  that 
would  be  up  to  the  manager  of  the 
rule  at  this  time. 

Mr.  WALKER.  A  further  parliamen- 
tary inquiry  Mr.  Speaker:  The  gentle- 
man from  Pennsylvania  does  under- 
stand that.  But  that  is  an  option 
which  is  available  at  this  juncture,  is 
that  correct? 

The  SPEAKER  pro  tempore.  The 
gentleman  is  correct. 

Mr.  WALKER.  Furthermore,  it  is 
possible  for  the  House  to  defeat  the 
previous  question,  and  thereby  give 
the  gentleman  from  Ohio  a  chance  to 
offer  an  amendment  which  would  then 
make  his  amendment  to  the  reconcilia- 


tion bill  in  order  too;  is  that  not  cor- 
rect? 

The  SPEAKER  pro  tempore.  The 
Chair  would  like  to  advise  the  gentle- 
man that  an  appropriate  amendment 
to  the  rule  might  be  in  order. 

Mr.  WALKER.  If  the  previous  ques- 
tion were  defeated;  is  that  correct? 

The  SPEAKER  pro  tempore.  The 
gentleman  is  correct. 

Mr.  WALKER.  I  thank  the  Chair. 

Mr.  WYLIE.  Mr.  Speaker,  I  have  a 
unanimous-consent  request. 

The  SPEAKER  pro  tempore.  Does 
the  gentleman  from  South  Carolina 
[Mr.  Derrick]  yield  to  the  gentleman 
from  Ohio  for  a  unanimous-consent 
request? 

Mr.  DERRICK.  Not  at  this  time,  Mr. 
Speaker. 

Mr.  Speaker,  I  move  the  previous 
question  on  the  resolution. 

The  SPEAKER  pro  tempore.  The 
question  is  on  ordering  the  previous 
question. 

The  question  was  taken:  and  the 
Speaker  pro  tempore  aimounced  that 
the  noes  appeared  to  have  it. 

Mr.  DERRICK.  Mr.  Speaker,  I 
object  to  the  vote  on  the  ground  that 
a  quorum  is  not  present  and  make  the 
point  of  order  that  a  quorum  is  not 
present. 

The  SPEAKER  pro  tempore.  Evi- 
dently a  quorum  is  not  present. 

The  Sergeant  at  Arms  will  notify 
absent  Members. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  216,  nays 
196,  not  voting  20,  as  follows: 


[Roll  No.  406: 

1 

YEAS-216 

Abercrombie 

Daniel 

Gray  (PA) 

Ackerman 

Daschle 

Guarini 

Akaka 

de  la  Garza 

Hall  (OH) 

Alexander 

Dellums 

Hamilton 

Andrews 

Derrick 

Hatcher 

Annunzio 

Dicks 

Hawkins 

Anthony 

Dingell 

Hayes 

Applegate 

Dixon 

Hefner 

Aspin 

Donnelly 

Hertel 

Atkins 

Dorgan  (ND) 

Hoyer 

AuCoin 

Dowdy 

Jenkins 

Barnes 

Downey 

Jones  (NO 

Bates 

Durbin 

Jones  (TN) 

Bedell 

=  Dwyer 

Kanjorski 

Beilenson 

Dymally 

Kaptur 

Bennett 

Eckart  (OH) 

Kastenmeier 

Bevill 

Edgar 

Kennelly 

Boggs 

Edwards  (CA) 

Kildee 

Boner  (TN) 

Erdreich 

Kleczka 

Bonior(MI) 

Evans  (ID 

Kolter 

Bonker 

Pascell 

Kostmayer 

Borski 

Fazio 

Lantos 

Bosco 

Feighan 

Lehman  (CA) 

Boucher 

Flippo 

Lehman  (FD 

Boxer 

Florio 

Leland 

Brooks 

Foglietta 

Levin  (MI) 

Brown  (CA) 

Foley 

Levine  (CA) 

Bruce 

Ford  (MI) 

Upinski 

Bryant 

Ford  (TN) 

Long 

Bustamante 

Frank 

Lowry  (WA) 

Carper 

Frost 

Luken 

Carr 

Puqua^ 

MacKay 

Chapman 

Garcia 

Man  ton 

Chappell 

Gaydos 

Markey 

Clay 

Gejdenson 

Martinez 

Coelho 

Gephardt 

Mat£ui 

Coleman  (TX) 

Gibbons 

Mavroules 

Collins 

Glickman 

Ma^»li 

Cooper 

Gonzalez 

McCloskey 

Coyne 

Gordon 

McCurdy 

Crockett 

Gray  (ID 

McHugh 

McKinney 

Reid 

Studds 

Mica 

Richardson 

Swift 

Mikulski 

Rodino 

Synar 

Miller  (CA) 

Roe 

Tallon 

Mineta 

Rose 

Torres 

Mitchell 

Rostenkowski 

TorricelU 

Moakley 

Rowland  (GA) 

Towns 

Mollohan 

Roybal 

Traxler 

Montgomery 

Russo 

Udall 

Moody 

Sabo 

Valentine 

Morrison  (CT) 

Savage 

Vento 

Mrazek 

Scheuer 

Visclosky 

Murphy 

Schroeder 

Volkmer 

Murtha 

Schumer 

Waldon 

Natcher 

Seiberling 

Walgren 

Neal 

Sharp 

Watkins 

NichoU 

Shelby 

Waxman 

Oakar 

Sikorski 

Weaver 

Obersur 

Sisisky 

Weiss 

Obey 

Skelton 

Wheat 

Olin 

Slattery 

Whitley 

Ortiz 

Smith  (FD 

Williams 

Owens 

Smith  (lA) 

Wilson 

Panetta 

Solarz 

Wirth 

Pease 

Spratt 

Wise 

Penny 

St  Germain 

Wolpe 

Pepper 

staggers 

Wright 

Perkins 

Stallings 

Wyden 

Price 

Stark 

Yates 

Rahall 

Stokes 

Yatron 

Rangel 

Stratton 
NAYS-196 

Young  (MO) 

Anderson 

Gregg 

Moorhead 

Archer 

Gunderson 

Morrison  (WA) 

Armey 

Hall.  Ralph 

Myers 

Badham 

Hammerschmidt  Nelson 

Barnard 

Hansen 

Nielson 

Bartlett 

Hendon 

Nowak 

Barton 

Henry 

Oxley 

Baleman 

Hiler 

Packard 

Bentley 

Holt 

Parris 

Bereuter 

Hopkins 

Pashayan 

Bilirakis 

Horton 

Petri 

Bliley 

Howard 

Pickle 

Boehlert 

Hubbard 

Porter 

Boulter 

Huckaby 

Pursell 

Brown  (CO) 

Hughes 

Quillen 

Burton  (IN) 

Hunter 

Ray 

Byron 

Hutto 

Regula 

Callahan 

Hyde 

Ridge 

Carney 

Ireland 

Rinaldo 

Chandler 

Jacobs 

Ritter 

Cheney 

Jeffords 

Roberts 

Clinger 

Johnson 

Robinson 

Coats 

Jones  (OK) 

Roemer 

Cobey 

Kasich 

Rogers 

Coble 

Kemp 

Roth 

Coleman  (MO) 

Kolbe 

Roukema 

Combest 

Kramer 

Rowland  (CT) 

Conte 

LaFalce 

Rudd 

Coughlin 

Lagomarsino 

Saxton 

Courter 

Latta 

Schaefer 

Craig 

Leach  (lA) 

Schneider 

Crane 

Leath  (TX) 

Schuette 

Dannemeyer 

Lent 

Schulze 

Darden 

Lewis  (CA) 

Ser>senbrenner 

Daub 

Lewis  (FD 

Shaw 

Davis 

Lightfoot 

Shumway 

DeLay 

Livingston 

Shuster 

DeWine 

Lloyd 

Siljander 

Dickinson 

Loeffler 

Skeen 

DioGuardi 

Lott 

Slaughter 

Doman  (CA) 

Lowery  (CA) 

Smith  (NE) 

Dreier 

Lujan 

Smith  (NJ) 

Duncan 

Lungren 

Smith.  Denny 

Dyson 

Mack 

(OR) 

Early 

Madigan 

Smith.  Robert 

Eckert  (NY) 

Marlenee 

(NH) 

Edwards  (OK) 

Martin  (ID 

Smith.  Robert 

Emerson 

Martin  (NY) 

(OR) 

English 

McCain 

Snowe 

Evans  (lA) 

McCandless 

Snyder 

Pawell 

McCollum 

Solomon 

Fiedler 

McDade 

Spence 

Fields 

McEwen 

Stangeland 

Fish 

McGrath 

Stenholm 

Franklin 

McKernan 

Strang 

Gallo 

McMillan 

Stump 

Gekas 

Meyers 

Sundguist 

Oilman 

Michel 

Sweeney 

Gingrich 

Miller  (OH) 

Swindall 

Goodling 

Miller  (WA) 

Tauke 

Gradison 

Molinari 

Tauzin 

Green 

Monson 

Taylor 
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Thomas  (CA) 
Thomas  (GA I 
Traficanl 
Vandrr  Jagl 
Vucanovich 
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Walker 

Weber 

Whilehurst 

Whittaker 

Wolf 


Wortley 
Wylie 
Young  (AK) 


NOT  VOTING-20 


Berman 

Btaggi 

Boland 

Breaux 

Broomfield 

Burton  (CA) 

Campbell 


Chappie 

Conyers 

Fowler 

Prenzel 

Grotberg 

Hartnell 

Hillis 


Kindness 

Lundine 

Moore 

Whillen 

Young (FL) 

Zschau 
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Mr.  LEATH  of  Texas  changed  his 
vote  from  "yea"  to  "nay." 

So  the  previous  question  was  or- 
dered. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

The  SPEAKER  pro  tempore  (Mr. 
Natcher).  The  question  is  on  the  reso- 
lution. 

RECORDED  VOTE 

Mr.     WALKER.     Mr.     Speaker.     I 
demand  a  recorded  vote. 
A  recorded  vote  was  ordered. 
The  vote  was  taken  by  electronic 
device,  and  there  were— ayes  255.  noes 
157.  not  voting  20.  as  follows: 
[Roll  No.  407] 
AYES-255 


Abercrombie 

Ackerman 

Akaka 

Alexander 

Andrews 

Annunzio 

Anthony 

Applegate 

Aspin 

Atkins 

AuCoin 

Barnes 

Bates 

Bedell 

Beilenson 

Bennett 

Bentley 

Berman 

Bevill 

Bliley 

Boggs 

Boner  (TNi 

BonioriMI) 

Bonker 

Borski 

Boucher 

Boxer 

Brooks 

Brown  (CA) 

Bru(;e 

Bryant 

Bustamante 

Carr 

Chapman 

Chappell 

Clay 

Coelho 

Collins 

Conte 

Cooper 

Coughlin 

Coyne 

Crockett 

Daniel 

Daschle 

Davis 

de  la  Garza 

Dellums 

Derrick 

Dicks 

Dingell 

DioGuardi 

Dixon 

Donnelly 

Dorgan(ND) 


Dowdy 

Downey 

Duncan 

Durbin 

Dwyer 

Dymally 

Dyson 

Eckart  <OH) 

Edgar 

Edwards  (CA) 

Emerson 

English 

Erdreich 

Evans (IL) 

Fascell 

Fazio 

Feighan 

Fish 

Flippo 

Florio 

Foglietta 

Foley 

Ford  (MI) 

Ford  (TN) 

Frajik 

Frost 

Fuqua 

Garcia 

Gaydos 

Gejdenson 

Gephardt 

Gibbons 

Gilman 

Clickman 

Gonzalez 

Goodling 

Gordon 

Gray  (IL» 

Gray  ( PA ) 

GuarinI 

Hall  (OH) 

Hamilton 

Hatcher 

Hawkins 

Hayes 

Hefner 

Hendon 

Hertel 

Horton 

Hoyer 

Jenkins 

Johnson 

Jones  I  NO 

Jones  (TN) 

Kanjorski 


Kaptur 

Kastenmeier 

Kennelly 

Kildee 

Kleczka 

Kolter 

Kostmayer 

Lantos 

Latta 

Lehman  (CA) 

Lehman  (FL) 

Leland 

Lent 

Levin  (MI) 

Levine  (CA) 

Lipinski 

Loeffler 

Long 

Lott 

Lowry(WA) 

Lujan 

Luken 

Lundine 

MacKay 

Manton 

Markey 

Martin  (ID 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCloskey 

McCurdy 

McDade 

McGrath 

McKinney 

McMillan 

Mica 

Michel 

Mikulski 

Miller  iCA) 

Miller  I WA) 

Mineta 

Mitchell 

Moakley 

Mollohan 

Montgomery 

Moody 

Morrison  (CT) 

Mrazek 

Murphy 

Murtha 

Natcher 

Neal 

Nelson 


Nichols 

Nowak 

Oakar 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Panetta 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Pickle 

Price 

Pursell 

Quillen 

Rahall 

Rangel 

Reid 

Richardson 

Rinaldo 

Rodino 

Rose 

Roslenkowski 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Rudd 


Anderson 

Archer 

Armey 

Badham 

Barnard 

Bartlett 

Barton 

Bateman 

Bereuter 

Bilirakis 

Boehlert 

Bosco 

Boulter 

Brown  (CO) 

Burton  (IN) 

Byron 

Callahan 

Carney 

Carper 

Chandler 

Cheney 

Clinger 

Coats 

Cot)ey 

Coble 

Coleman  (MO) 

Coleman  (TX) 

Com  best 

Courter 

Craig 

Crane 

Dannemeyer 

Darden 

Daub 

DeLay 

DeWine 

Dickinson 

Dornan  (CA) 

Dreier 

Early 

Eckert  (NY) 

Edwards  (OK) 

Evans (lAl 

Fawell 

Fiedler 

Fields 

Callo 

Gekas 

Gingrich 

Gradison 

Green 

Gregg 

Gunderson 

Hall.  Ralph 


Russo 

Sabo 

Savage 

Scheuer 

Schroeder 

Schumer 

Seiberling 

Sharp 

Shelby 

Shuster 

Sikorski 

Sisisky 

Skeen 

Skelton 

Slattery 

Smith  (FL) 

Smith  (NJ) 

Solarz 

Spratt 

St  Germain 

Staggers 

Stallings 

Stark 

Stokes 

Stratlon 

Studds 

Swift 

Synar 

Tallon 

Taylor 

NOES- 157 

Hammerschmidt 

Hansen 

Henry 

Hiler 

Holt 

Hopkins 

Howard 

Hubbard 

Huckaby 

Hughes 

Hunter 

Hutto 

Hyde 

Ireland 

Jacobs 

Jeffords 

Jones  (OK) 

Kasich 

Kemp 

Kolbe 

Kramer 

LaFalce 

Lagomarsino 

Leach  (lA) 

Leath  (TX) 

Lewis  (CA) 

Lewis  (FL) 

Lighlfoot 

Livingston 

Lloyd 

Lowery  (CA) 

Lungren 

Mack 

Madigan 

Marlence 

Martin  (NY) 

McCain 

McCandless 

McCollum 

McEwen 

McKernan 

Meyers 

Miller  (OH) 

Molinari 

Monson 

Moorhead 

Morrison  (WA) 

Myers 

Nielson 

Packard 

Parris 

Petri 

Porter 

Ray 


Thomas  (GA) 

Torres 

Torricelli 

Towns 

Traxler 

Udall 

Valentine 

Vento 

Visclosky 

Volkmer 

Waldon 

Walgren 

Wat  kins 

Waxman 

Weaver 

Weiss 

Wheat 

Whitley 

Whittaker 

Williams 

Wilson 

Wirth 

Wise 

Wolf 

Wolpe 

Wright 

Wyden 

Yates 

Yalron 

Young  (MO) 


Regula 

Ridge 

Ritter 

Roberts 

Robinson 

Roe 

Roemer 

Rogers 

Roth 

Roukcma 

Saxton 

Schaefer 

Schneider 

Schuette 

Schulze 

Senscnbrenner 

Shaw 

Shumway 

Siljander 

Slaughter 

Smith  (lA) 

Smith  (NE) 

Smith.  Denny 

(OR) 
Smith.  Robert 

(NH) 
Smith.  Robert 

(OR) 
Snowe 
Snyder 
Solomon 
Spence 
Stangeland 
Slenholm 
Strang 
Stump 
Sundquist 
Sweeney 
Swindall 
Tauke 
Tauzin 
Thomas  (CA) 
Traficant 
Vander  Jagt 
Vucanovich 
Walker 
Weber 
Whilehurst 
Whilten 
Wortley 
Wylie 
Young  (AK) 


NOT  VOTING-20 


Biaggi 

Boland 

Breauii 

Broomfield 

Burton  (CA) 

Campbell 

Chappie 


Conyers 

Fowler 

Franklin 

Frenzel 

Grotl>erg 

Hartnett 

HillU 


Kindness 

McHugh 

Moore 

Oxley 

Young (FL) 

Zschau 
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So  the  resolution  was  agreed  to. 

The    result    of    the    vote    was 
nounced  as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


an- 


REQUEST  FOR  PERMISSION  TO 
OFFER  SUBSTITUTE  AMEND- 
MENT TO  H.R.  5300  IN  LIEU  OP 
AMENDMENT  MADE  IN  ORDER 
UNDER  THE  RULE 

Mr.  WYLIE.  Mr.  Speaker.  I  ask 
unanimous  consent  that  I  be  permit- 
ted to  offer  a  substitute  amendment 
which  is  at  the  desk  in  lieu  of  the 
amendment  made  in  order  under  the 
rule. 

The  SPEAKER  pro  tempore  (Mr. 
Natcher).  Is  there  objection  to  the  re- 
quest of  the  gentleman  from  Ohio? 

Mr.  GRAY  of  Illinois.  Mr.  Speaker, 
reserving  the  right  to  object.  I  have 
examined  the  proposed  amendment  to 
be  offered  by  the  gentleman  from 
Ohio,  and  it  undoubtedly  is  aimed  at 
an  amendment  I  offered  and  was 
adopted  in  the  House  by  a  vote  of 
more  than  2  to  1  earlier,  that  would 
lower  rents  for  senior  citizens.  There- 
fore. I  am  constrained  to  object. 

Mr.  WALKER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  GRAY  of  Illinois.  I  yield  to  the 
gentleman  from  Pennsylvania. 

Mr.  WALKER.  Mr.  Speaker.  I  thank 
the  gentleman  for  yielding  to  me. 

Mr.  Speaker.  I  understand  the  point 
the  gentleman  is  making.  However,  we 
have  had  a  rather  unusual  set  of  cir- 
cumstances here.  If  the  House  would 
wish  to  vote  in  the  direction  the  gen- 
tleman is  talking,  we  certainly  could 
have  a  vote  on  that  issue. 

But  the  gentleman  from  Ohio  really 
was  basically  assured  of  an  amend- 
ment and  the  gentleman  tried  to  offer 
it  during  the  process  here.  The  com- 
mittee refused  to  offer  a  committee 
amendment,  and  the  gentleman  has 
been  frozen  out  of  the  situation  and 
told  that  this  was  his  one  recourse  in 
order  to  get  his  amendment  in  order. 
If  the  gentleman  does  make  his  objec- 
tion, the  gentleman  from  Ohio  has 
lost  his  recourse  and  we  have  lost  a 
chance  to  vote  on  470  million  dollars' 
worth  of  budget  savings. 

I  am  just  wondering  if  the  gentle- 
man could  at  least  allow  us  to  bring 
this  to  a  vote. 

Mr.  GRAY  of  Illinois.  Mr.  Speaker, 
further  reserving  the  right  to  object.  I 
apologize  to  the  gentleman  for  having 
to  do  this  but.  as  I  said,  the  House 
voted  by  more  than  2  to  1  for  lowering 
elderly  housing  rents,  including  more 
than  50  Members  on  the  minority  side. 

Mr.  WYLIE.  Mr.  Speaker,  will  the 
gentleman  yield  to  me  so  that  I  might 
explain  my  amendment  if  the  gentle- 
man intends  to  object? 
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Mr.  GRAY  of  Illinois.  Mr.  Speaker, 
under  my  reservation  of  objection,  I 
yield  to  the  gentleman  from  Ohio. 

Mr.  WYLIE.  Mr.  Speaker,  I  thank 
the  gentleman  from  Illinois  for  his 
courtesy. 

Mr.  Speaker,  my  amendment  does 
not  say  anything  about  the  amend- 
ment of  the  gentleman  from  Illinois 
which  has  to  do  with  rental  housing 
for  the  elderly. 

All  my  amendment  does  is  to  put  a 
cap  on  the  spending  for  the  housing 
program  at  the  level  which  the  budget 
recommended.  I  have  discussed  this 
with  Mr.  Gray  of  Pennsylvania,  and 
the  gentleman  agrees  with  me  and 
says  that  it  will  be  taken  out  in  confer- 
ence. I  think  that  we  should  take  it 
out  here  on  the  House  floor. 

The  gentleman  from  Illinois  [Mr. 
Gray]  has  been  around  a  long  time, 
and  the  gentleman  knows  that  my 
amendment  cannot  possibly  have  any 
effect  on  his  amendment  unless  the 
Appropriations  Committee  wants  it  to 
have  an  effect  on  his  amendment.  The 
final  appropriations  have  not  been 
made  for  fiscal  year  1987.  They  will 
not  be  made  until  after  we  adopt  the 
budget  and  until  after  the  housing  au- 
thorization bill  is  adopted,  which  it 
has  not  been. 

All  my  amendment  does  is  reflect 
the  will  of  the  House  when  we  passed 
the  housing  bill. 

Under  the  rule,  I  would  be  permitted 
to  offer  an  amendment  which  would 
strike  out  the  whole  housing  bill 
which  would  include  the  gentleman's 
amendment.  I  did  not  ask  for  such  a 
rule.  As  I  said  earlier,  this  is  a  historic 
moment.  I  got  a  rule  which  I  did  not 
ask  for. 

What  I  am  trying  to  do  is  reflect  the 
will  of  the  House,  and  the  final  appro- 
priations will  determine  what  the 
monies  will  be  spent  for,  and  it  cannot 
possibly  have  any  impact  on  the  gen- 
tleman's amendment  at  this  point.  I 
would  hope  the  gentleman  would  not 
object. 

Mr.  GRAY  of  Illinois.  Mr.  Speaker, 
further  reserving  the  right  to  object, 
will  the  gentleman  tell  us  what  items 
he  is  aiming  at  in  his  exact  precise 
amount  of  $470  million. 

I  might  say  parenthetically  that  it  is 
more  than  ironic  that  that  happens  to 
be  the  cost  estimated  by  the  Congres- 
sional Budget  Office  of  lowering  rents 
to  senior  citizens  in  public  housing.  If 
the  gentleman  is  not  aiming  at  my 
amendment,  the  gentleman  is  certain- 
ly a  good  guesser. 

Mr.  WYLIE.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  GRAY  of  Illinois.  Under  my  res- 
ervation of  objection,  I  yield  to  the 
gentleman  from  Ohio. 

Mr.  WYLIE.  Mr.  Speaker,  I  do  not 
know  where  CBO  got  its  estimates.  All 
I  am  saying  is  that  this  rule  came  to 
my  attention  this  morning  for  the  first 
time.  CBO  says  that,  under  its  scoring 


policy,  it  indicates  that  the  housing 
portion  of  the  bill  is  $470  million  over 
budget  levels. 

I  think  we  are  trying  to  follow  the 
budget  resolution  in  this  budget  recon- 
ciliation process.  The  chairman  of  the 
Budget  Committee  has  assured  me 
that  that  is  the  case. 

It  may  be  more  than  a  coincidence  if 
what  you  say  is  what  CBO  did  in  its 
scoring  procedure.  I  do  not  know  that 
to  be  a  fact.  But  let  me  assure  the  gen- 
tleman I  did  not  have  any  specific  pro- 
gram in  mind  at  all.  All  I  am  trying  to 
do  is  to  cap  the  level  of  outlays  in  my 
amendment,  if  I  am  permitted  to  offer 
it,  to  the  fiscal  year  levels  of  spending 
which  were  announced  earlier  in  the 
budget  bill. 

Mr.  LATTA.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  GRAY  of  Illinois.  Mr.  Speaker, 
further  reserving  the  right  to  object,  I 
yield  to  the  gentleman  from  Ohio. 
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Mr.  LATTA.  I  thank  the  gentleman 
for  yielding  to  me. 

Mr.  Speaker,  let  me  say  in  the  inter- 
est of  fairness  I  would  like  to  appeal  to 
my  friend  from  Illinois  not  to  object. 
The  gentleman  from  Ohio  maintains 
that  what  we  did  in  the  Rules  Com- 
mittee is  not  what  he  wanted.  I  think 
that  we  ought  to  permit  a  Member,  if 
we  make  an  amendment  in  order 
under  a  rule,  to  offer,  to  at  least  offer 
what  he  intended. 

We  will  have  an  opportunity  when 
the  proper  time  comes,  even  though 
you  permit,  without  your  objection, 
for  him  to  make  this  amendment  to 
his  amendment,  we  will  have  an  oppor- 
tunity to  vote  on  it.  At  that  time  the 
gentleman  and  the  Members  of  this 
House  will  have  an  opportunity  to  vote 
up  or  down  on  his  amendment.  So  that 
time  is  in  the  future.  All  he  is  asking 
for  is  to  correct  his  amendment.  It  is 
his  amendment;  not  yours,  not  mine, 
not  anybody  else's  in  this  House.  It  is 
his  amendment  that  we  made  in  order 
in  the  Rules  Committee. 

So  I  think  the  gentleman  ought  to 
have  an  opportunity  to  perfect  his 
amendment,  and  I  hope  the  gentleman 
will  not  object.  We  will  vote  on  it  later 
on. 

Mr.  GRAY  of  Illinois.  Mr.  Speaker, 
further  reserving  the  right  to  object,  I 
certainly  respect  the  very  esteemed 
gentlemen  from  Ohio  [Mr.  Latta  and 
Mr.  Wylie]  and  the  gentleman  from 
Pennsylvania  [Mr.  Walker]  but  it  is 
very  obvious  what  this  proposed 
amendment  is  for.  It  is  to  get  at  the 
Gray  amendment  that  reduced  rentals 
in  public  housing  from  30  to  25  per- 
cent of  gross  income.  As  far  as  it  in- 
creasing the  overall  budget,  Mr. 
Speaker,  we  pointed  out  in  our  very 
lengthy  debate,  that  there  is  approxi- 
mately a  15-percent  vacancy  rate  in 
public  housing  now  because  the  rents 
are  too  high.  What  we  have  are  people 


moving  out  of  our  public  housing  units 
into  substandard  housing.  If  we  can 
have  more  people  coming  back  in  with 
cheaper  rents,  we  can  recoup  this  $470 
million  or  a  great  part  of  it.  It  is  very 
obvious,  in  light  of  the  fact  that  the 
gentleman  from  Ohio  [Mr.  Wylie] 
cannot  tell  us  exactly  where  those  cuts 
are  going  to  be  made.  It  is  further  ob- 
vious to  me  that  the  gentleman  from 
Ohio  is  definitely  trying  to  cut  back  on 
the  very  poor  people  who  are  at  the 
very  bottom  of  the  economic  ladder. 
Our  senior  citizens  living  in  public 
housing. 

Mr.  Speaker,  reluctantly,  I  object. 

Mr.  Speaker,  I  am  constrained  to 
object. 

Mr.  Speaker.  I  object. 

The  SPEAKER  pro  tempore.  Objec- 
tion is  heard. 


OMNIBUS  BUDGET 
RECONCILIATION  ACT  OF  1986 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  House  Resolution  558  and  rule 
XXIII,  the  Chair  declares  the  House 
in  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con- 
sideration of  the  bill.  H.R.  5300. 
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IN  THE  COMMITTEE  OF  THE  WHOLE 

Accordingly  the  House  resolved 
itself  into  the  Committee  of  the 
Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill 
(H.R.  5300)  to  provide  for  reconcilia- 
tion pursuant  to  section  2  of  the  con- 
current resolution  on  the  budget  for 
fiscal  year  1987,  with  Mr.  Seiberling 
in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN.  Pursuant  to  the 
rule,  the  first  reading  of  the  bill  is  dis- 
pensed with. 

Under  the  rule,  the  gentleman  from 
Pennsylvania  [Mr.  Gray]  will  be  rec- 
ognized for  I'/a  hours  and  the  gentle- 
man from  Ohio  [Mr.  Latta]  will  be 
recognized  for  1  yz  hours. 

The  Chair  recognizes  the  gentleman 
from  Pennsylvania  [Mr.  Gray]. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Chairman,  I  yield  myself  such  time  as 
I  may  consume. 

Mr.  Chairman,  today  we  are  consid- 
ering H.R.  5300,  the  Omnibus  Budget 
Reconciliation  Act  of  1986,  as  modified 
by  the  package  of  amendments  incor- 
porated into  the  bill  by  the  rule. 

The  other  body  has  already  adopted 
a  reconciliation  package  similiar  to  the 
one  I  present  today.  It  is  my  hope  that 
once  the  House  passes  this  reconcilia- 
tion bill,  we  will  begin  the  conference 
immediately  with  the  other  body  to  re- 
solve our  differences  in  order  to  reach 
agreement  on  a  package  sufficient  to 
meet  the  Gramm-Rudman-Hollings 
target. 

We  must  send  this  package  to  the 
President  before  the  October  snapshot 
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to  avoid  a  possible  sequestration  of 
more  than  $20  billion.  Elements  of  the 
bipartisan  package  include  provisions 
for  a  public  offering  of  Conrail.  Exim 
loan  asset  sales,  rural  development  in- 
surance fund  asset  sales,  a  validation 
of  the  administration's  fiscal  year  1986 
revenue  sharing  payment,  additional 
IRS  personnel  to  increase  revenue  col- 
lections, accelerated  collection  of  cer- 
tain excise  taxes,  increased  taxpayer 
compliance  through  penalties,  and  an 
across-the-board  cut  in  discretionary 
spending.  50  percent  from  domestic 
and  50  percent  from  Pentagon  spend- 
ing. 

All  told,  the  original  provisions  of 
H.R.  5300  plus  these  modifications  will 
result  in  more  than  $15  billion  in  fiscal 
year  1987  deficit  reduction  even  when 
scored  against  the  Gramm-Rudman- 
HoUings  baseline. 

I  stress  the  fact  that  the  package 
before  you  today  is  a  bipartisan  one, 
formulated  only  after  extensive  discus- 
sions between  the  majority,  the  minor- 
ity and  the  administration.  We  all 
know  our  goal  and  through  this  pack- 
age we  will  meet  that  goal,  which  is  to 
avoid  sequestration  and  come  within 
the  guidelines  and  the  threshold  of 
Gramm-Rudman. 

The  common  question  asked  by  my 
colleagues  on  both  sides  of  the  aisle  is 
how  did  we  get  from  passing  a  budget 
resolution  in  June  containing  a  deficit 
of  under  $144  billion  to  the  situation 
confronting  us  now  of  piecing  together 
a  deficit  reduction  package  of  $15  bil- 
lion practically  overnight.  My  answer 
is  all  too  familiar  these  days:  Gramm- 
Rudman-Hollings. 

The  original  reconciliation  bill,  as 
adopted  by  the  Budget  Committee  in 
July,  represented  the  good  faith  ef- 
forts of  the  House  committees  to  meet 
their  reconciliation  instructions.  How- 
ever, since  that  time  the  Congressional 
Budget  Office  and  the  Office  of  Man- 
agement and  Budget  issued  their  fiscal 
year  1987  sequestration  report.  That 
report  projected  the  fiscal  year  1987 
deficit  to  be  not  $142.6  billion,  as  we 
had  believed  in  early  July,  but  to  be 
$163.4  billion.  Well  above  the  Gramm- 
Rudman-Hollings  target  of  $144  bil- 
lion. 

This  estimate  is  not  only  due  to  con- 
gressional actions  but  to  things  totally 
outside  of  our  control,  such  as  lower 
revenues  due  to  slower  economic 
growth  than  expected.  Further,  ad- 
vance deficiency  payments  for  farm 
price  supports  are  expected  to  be 
made.  Also  appropriation  bills  or  a 
continuing  resolution  at  the  budget 
resolution  levels  are  expected  to  be  en- 
acted. 

Together,  those  actions  would  in- 
crease the  deficit  to  $169  billion  for 
fiscal  year  1987;  $15  billion  above  the 
Gramm-Rudman-HoUings  threshold. 
In  light  of  these  facts,  H.R.  5300.  as 
originally  reported,  did  not  meet  our 
deficit  reduction  goals  and  avoid  se- 


questration this  year.  Therefore,  a  bi- 
partisan reconciliation  package  of 
amendments  was  fashioned  to  aug- 
ment the  savings  in  the  reconciliation 
bill.  These  modifications,  if  enacted, 
will  ensure  that  we  meet  the  deficit 
target  necessary  to  avoid  sequestration 
this  year. 

The  package  of  reductions  will 
enable  the  House  to  maintain  its  prior- 
ities set  forth  in  the  1987  budget  reso- 
lution while  avoiding  the  mindless  ap- 
proach to  deficit  reduction  of  Gramm- 
Rudman-Hollings  sequestration. 
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If  fact,  if  we  fail  today  to  pass  this 
deficit  reduction  measure,  our  most 
recent  estimates  show  that  the  across- 
the-board  cuts  would  rise  to  $24  bil- 
lion; $12  billion  from  national  security 
in  outlays,  $12  billion  from  vital  do- 
mestic programs  in  outlays,  thus  total- 
ing nearly  $50  billion  in  budget  au- 
thority. 

This  reconciliation  vehicle  is  not  a 
perfect  package,  but  it  is  what  all  par- 
ties involved,  the  leadership  of  the 
House,  the  other  body  and  the  execu- 
tive branch  of  Government,  were  able 
to  agree  upon. 

I  will  admit  that  this  approach  does 
not  totally  reflect  my  preferences  on 
how  to  reduce  the  deficit.  I  would 
prefer  to  include  the  revenue  as  some 
specific  reductions,  both  in  Pentagon 
spending  and  the  domestic  side. 

However,  the  President  is  adamantly 
opposed  to  any  revenue  increaf  es,  even 
those  in  his  own  budget  for  1987.  Since 
the  President  must  sign  any  reconcilia- 
tion vehicle,  and  since  we  are  limited 
in  the  number  of  days  in  which  to 
reach  our  goal,  it  would  seem  foolhar- 
dy to  pursue  a  course  that  ignores  this 
reality.  Not  until  the  President  is  will- 
ing to  look  at  all  parts  of  the  budget, 
not  just  domestic  spending  will  we 
ever  be  able  to  implement  a  long-run 
solution  to  the  deficit  problem. 

My  friends  and  colleagues,  that 
brings  us  to  the  real  question  today. 
You  may  not  think  this  is  a  good  pack- 
age or  a  perfect  package,  and  you  are 
probably  right.  However,  the  question 
is,  in  order  to  pass  this  into  law,  we 
would  have  to  have  a  Presidential  sig- 
nature and,  thus,  how  many  of  us  here 
today  are  prepared,  as  the  President 
wants,  to  cut  $15  billion  out  of  domes- 
tic programs  only  and  not  touch  the 
Pentagon  side? 

How  many  of  us  here  today  are  pre- 
pared to  go  against  the  President  and 
vote  for  large  increases  in  revenues 
which  we  know  ahead  of  time  the 
President  will  not  sign  and,  thus,  we 
will  face  sequestration  on  October  1? 

When  you  look  at  those  realities,  I 
believe  despite  the  deficiencies  of  this 
package,  it  is  the  best  that  can  be 
done.  One  thing  we  do  know  is  that  if 
we  pass  this  package  today,  because  of 
the  bipartisan  support  in  working  it 
out  in  this  body  and  the  other  body, 


along  with  the  administration,  that  we 
will  be  able  to  go  to  conference  and  we 
will  be  able  to  get  a  vehicle  that  can  be 
passed  into  law,  that  will  avoid  seques- 
tration. 

In  conclusion,  my  colleagues,  this 
package,  in  a  word,  gets  the  job  done. 
It  enables  us  to  maintain  the  priorities 
which  we  set  forth  in  the  1987  budget 
resolution.  It  is  a  reasonable  alterna- 
tive to  the  pending  sequestration  reso- 
lution and  it  avoids  the  devastating 
impact  of  mindless  reductions  of  $24 
billion  across  the  board  mandated  by 
Gramm-Rudman-Hollings. 

So,  as  you  look  at  the  package,  look 
at  it,  even  with  its  imperfections,  with 
the  knowledge  that  we  will  avoid  se- 
questration; we  will  get  under  the 
threshold.  We  will  not  make  major 
structural  changes  in  deficit  reduction, 
but  one  must  recognize  what  the  alter- 
natives are  and  whether  we  could  im- 
plement those  alternatives  by  October 
1.  If  we  cannot,  then  we  are  inviting 
sequestration. 

I  urge  all  Members,  after  looking  at 
the  alternatives,  to  look  at  this  pack- 
age and  they  will  recognize  what  we  in 
the  Committee  on  the  Budget  biparti- 
sanly  recognize,  and  that  is,  that  this 
is  the  best  possible  solution  to  a  diffi- 
cult problem  and  it  gets  the  job  done. 

Before  I  conclude.  Mr.  Chairman.  I 
must  commend  the  ranking  member  of 
the  committee  and  his  ranking  mem- 
bers on  the  minority  side:  the  gentle- 
man from  Ohio  [Mr.  Latta]  and  par- 
ticularly the  gentlewoman  from  Illi- 
nois [Mrs.  Martin]  and  also  the  gen- 
tleman from  Texas  [Mr.  Loeffler], 
who  were  a  part  of  a  task  force,  who 
bipartisanly  last  week  came  up  with 
something  that  both  sides  in  the  Com- 
mittee on  the  Budget  could  accept. 

Then  I  must  commend  my  col- 
leagues on  the  minority  side  for 
having  the  wisdom,  as  well  as  the  cour- 
age, to  encourage  the  other  body  to 
look  at  the  proposal  and,  as  a  result  of 
their  leadership,  the  other  body,  along 
with  the  White  House,  joined  in  delib- 
erations that  lasted  for  several  hours 
so  that  we  know  when  we  pass  this  ve- 
hicle that  at  least  $13.6  billion  of  the 
savings  herein  have  already  been  ten- 
tatively approved  and  will  be  signed 
into  law. 

I  want  to  commend  the  ranking 
member,  the  gentleman  from  Ohio 
[Mr.  Latta],  the  gentlewoman  from  Il- 
linois [Mrs.  Martin]  and  the  gentle- 
man from  Texas  [Mr.  Loeffler]  and 
those  of  the  minority  side  for  their 
outstanding  leadership  in  putting  this 
package  together. 

It  is  the  best  that  can  be  done  in 
light  of  the  political  realities  that  we 
face. 

I  urge  my  colleagues  to  support  it 
and  vote  for  it.  particularly  when  they 
look  at  what  the  alternatives  are  and 
the  amount  of  time  we  face  in  which 
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to  enact  legislation  and  avoid  mindless 
cuts  across  the  board. 

Mr.  LATTA.  Mr.  Chairman,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Chairman,  at  the  outset,  let  me 
thank  the  gentleman  from  Pennsylva- 
nia [Mr.  Gray]  for  his  kind  remarks 
and  say  that  it  is  always  a  pleasure  to 
work  with  him.  Certainly  in  this  in- 
stance it  was  a  pleasure  to  work  with 
him.  We  put  in,  as  the  gentleman  indi- 
cated, many,  many  hours  in  trying  to 
come  up  with  a  compromise,  and  a 
compromise  is  before  us. 

The  gentleman  from  Pennsylvania 
[Mr.  Gray]  has  shown,  since  he  has 
been  chairman  of  this  committee,  ex- 
tremely able  leadership  and  we  are 
very,  very  lucky  in  this  body  to  have 
his  leadership  with  us. 

Let  me  say  at  the  outset  that  we 
cannot  lose  sight  of  the  fact  that  we 
bring  to  you  a  package  that  has  been 
put  together  by  the  Committee  on  the 
Budget;  however,  it  is  package  that 
was  first  given  to  us  by  the  individual 
committees  of  this  House. 

We  do  not  come  up  with  these  pro- 
gram reductions  or  thfse  program  ad- 
ditions, and  there  are  a  few  additions 
in  here.  They  are  submitted  to  us  on 
the  Committee  on  the  Budget  and  we 
put  them  together. 

However,  in  our  negotiations  with 
the  other  body,  we  had  certain  limita- 
tons  that  we  submitted  to  the  commit- 
tee and  said:  "These  are  the  figures 
that  you  must  come  up  with."  Most  of 
them  have  complied.  So  we  thank 
them  for  that. 

I  might  say,  if  I  had  been  putting 
this  package  together.  I  would  not 
have  done  it  in  every  detail  as  has 
been  done  here,  nor  would  the  Presi- 
dent have  done  it  as  they  have  done. 

I  might  say  that  I  happen  to  be  one 
of  those  who  joined  with  the  President 
and  believes  that  we  ought  to  be  re- 
ducing expenditures  of  Government 
and  not  increasing  taxes,  as  a  good 
many  Members  in  this  House  would  do 
on  the  majority  side. 

We  are  going  to  be  faced  with  this 
problem  next  session.  We  are  going  to 
have  to  decide  at  that  time  whether  or 
not  to  reduce  expenditures,  as  I  think 
the  American  people  want.  They  do 
not  want  increased  taxes.  You  are  not 
going  to  have  any  choice.  We  have 
given  you  an  out  this  time  in  this  rec- 
onciliation bill,  but  not  the  next  time. 
There  is  not  going  to  be  a  next  time. 
You  are  going  to  have  to  fish  or  cut 
bait  during  the  next  session  of  this 
Congress  and  make  some  reai  cuts. 

If  you  are  talking  about  $15  billion 
in  this  bill,  wait  until  the  next  time 
when  you  are  talking  about  $40  billion. 

Those  are  meaningful  amounts,  so 
get  to  thinking  about  it  because  the 
time  is  coming  when  those  reductions 
in  the  budget  are  going  to  have  to  be 
made,  and  certainly  the  American 
people  ought  to  take  note  of  this  fact, 
whether  or  not  they  want  increased 


taxes  or  whether  or  not  they  want  this 
Congress  to  reduce  expenditures.  I  be- 
lieve they  want  the  latter. 

Let  me  also  say,  as  the  chairman  of 
the  committee  has  indicated,  I  rise  in 
support  of  this  reconciliation  bill  as  we 
have  no  other  alternative.  We  have 
only  a  couple  of  days  to  act  or  seques- 
tration is  going  to  take  place. 

It  is  a  product  of  negotiations,  which 
are  both  bipartisan  and  bicameral.  We 
sat  down  with  the  other  body.  Chair- 
man DoMENici  of  the  Committee  on 
Budget,  and  Senator  Chiles,  the  rank- 
ing member,  our  chairman  and  myself, 
for  several  days  to  come  up  with  this 
product  that  we  have  before  us.  So  it 
is  bicameral. 
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We  had  the  Office  of  OMB  Director. 
Mr.  Miller,  with  us  all  the  time,  so  the 
figures  that  we  have  here  are  figures 
that  are  going  to  be  accepted  down- 
town. 

Certainly  what  emerged  would  not 
rank  as  anyone's  first  choice  for  deal- 
ing with  this  deficit.  The  best  that  can 
be  said  about  it  is  that  it  is  a  package, 
and  even  though  it  has  flaws,  it  will 
accomplish  the  objectives  that  we 
have  to  accomplish  to  avoid  sequestra- 
tion. 

It  allows  the  Congress  to  do  the  job 
of  reducing  the  deficit  rather  than 
having  it  done  through  this  automatic 
process  across  the  board  which  I  think 
would  be  unfair  regardless  of  the  value 
or  the  merits  of  the  various  programs. 
I  think  that  is  wrong  to  have  equal 
cuts.  I  think  there  are  some  programs 
in  government  that  are  more  valuable 
than  others  and  some,  in  my  humble 
judgment,  we  could  do  without  alto- 
gether; but  under  Gramm-Rudman 
programs  are  cut  across  the  board 
equally.  We  avoid  that  through  this 
process. 

We  will  be  able  to  get  below  the 
Gramm-Rudman-Hollings  deficit 

target  of  $154  billion,  which  would 
allow  us  to  avoid  sequestration  in  the 
fiscal  year  1987  budget. 

Here  is  what  sequestration  would 
have  done.  In  these  across-the-board 
cuts,  they  could  total  about  $30  bil- 
lion. This  would  be  8.9  percent  in  de- 
fense programs  and  13.9  percent  in 
nondefense  programs.  These  cuts 
would  have  to  be  made  on  top  of  the 
automatic  Gramm-Rudman  cuts  that 
were  made  earlier  in  fiscal  year  1986, 
which  amounted  to  4.9  percent  in  de- 
fense and  4.3  percent  in  domestic  pro- 
grams. 

The  cumulative  reductions  below  the 
amounts  originally  appropriated  for 
1986  would  have  been  almost  14  per- 
cent for  defense  and  18  percent  for  do- 
mestic programs.  After  adjustment  for 
inflation,  the  cumulative  reductions 
would  have  been  even  greater. 

Such  a  sequestration  would  have  se- 
rious effects  on  many  vital  areas.  It 
could  be  particularly  harmful  to  the 


armed  services.  Hundreds  of  thou- 
sands of  active  duty  and  reserve  mili- 
tary persoruiel  would  have  to  be  laid 
off. 

On  the  domestic  front,  programs  to 
benefit  the  farmers  and  to  carry  on 
the  war  against  drugs  would  be  among 
those  taking  severe  cuts. 

Gramm-Rudman-Hollings  makes  no 
distinction  between  unnecessary  Gov- 
ernment spending  and  spending  that 
America  really  needs. 

So  it  is  far  better  that  Congress 
meet  its  responsibilities  and  reduce 
the  deficit  through  the  enactment  of 
this  reconciliation  package,  even 
though  in  my  humble  judgment  it  is 
flawed  in  many  areas,  rather  than  let- 
ting it  be  done  through  sequestration. 

Reducing  the  deficit  would  provide 
little  benefit  for  the  American  people 
if  the  reductions  were  accompanied  by 
the  kind  of  large  income  tax  increases 
that  many  others  in  this  Congress 
have  advocated;  so  it  is  a  major  accom- 
plishment that  we  are  avoiding  such  a 
tax  increase  in  reaching  the  target 
through  this  package.  It  is  in  line  with 
the  pledges  made  to  the  American 
people  by  the  President  when  he  was 
seeking  reelection  and  also  in  line  with 
the  position  that  the  Republican 
members  of  the  House  Budget  Com- 
mittee have  taken  all  along. 

I  would  have  preferred  to  see  sub- 
stantial reductions  in  domestic  pro- 
grams in  the  package,  but  the  majori- 
ty on  the  Budget  Committee  made  it 
plain  that  any  domestic  savings  would 
have  to  be  accompanied  by  a  dollar- 
for-doUar  reduction  in  defense  pro- 
grams, and  the  President  is  firmly 
against  any  more  sizable  cuts  in  our 
defense  capabilities. 

The  House  Appropriations  Commit- 
tee already  has  cut  President  Reagan's 
request  for  fiscal  year  1987  by  more 
than  12  percent.  This  would  be  2  per- 
cent below  the  1986  level  after  the 
1986  Gramm-Rudman  sequestration 
and  about  a  5-percent  real  cut  from 
1986  if  you  account  for  inflation.  In 
the  last  2  years  defense  has  suffered 
real  cuts  totaling  about  10  percent,  so 
it  is  pretty  obvious  that  defense  has 
done  its  share  in  reducing  costs. 

Some  critics  have  denounced  what 
they  call  smoke  and  mirrors  in  this 
package.  Well,  maybe  there  is  some 
smoke  and  mirrors,  but  OMB  agrees  to 
the  figures. 

There  are  good  arguments  for  ac- 
complishing deficit  reduction  this  year 
with  this  kind  of  package.  For  one 
thing  the  selling  of  assets  and  impos- 
ing user  fees  avoids  fiscal  contractions 
on  the  general  economy  at  a  time 
when  the  economy  appears  to  be  quite 
fragile.  In  selling  off  assets  we  are 
pulling  the  government  out  of  areas 
we  feel  would  be  better  served  by  pri- 
vate enterprise  without  further  ex- 
pense to  the  American  people. 
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When  we  sell  loan  assets  without  re- 
course—and I  want  to  stress  that— 
without  recourse,  we  also  can  deter- 
mine exactly  how  much  Federal  subsi- 
dy has  been  involved  in  all  those  loan 
programs. 

As  the  chairman  has  already  pointed 
out,  under  this  reconciliation  package 
we  are  going  to  have  the  advance  pay- 
ments to  the  farmers  and  they  are 
going  to  be  made  shortly. 

Revenue  sharing  for  this  year,  pay- 
ments are  going  to  be  made  before  the 
next  fiscal  year. 

The  package  also  provides  for  paying 
cost-of-living  adjustments  for  Social 
Security  recipients,  even  if  the  cost-of- 
living  increase  for  the  year  does  not 
reach  the  3-percent  trigger  required 
imder  the  current  law.  This  is  very  im- 
portant to  some  36  or  37  million 
people  under  Social  Security.  This 
would  cost  about  $800  million.  It  is  one 
of  the  add-ons. 

An  additional  $580  million  is  includ- 
ed to  hold  the  part.  A  deductible  re- 
quired for  Medicare  patients  to  $500, 
rather  than  let  this  figure  rise  to  $572 
for  1987  stipulated  in  the  current  law, 
so  we  are  saving  these  Medicare  pa- 
tients under  part  A  $72  a  year  on  their 
deductible.. 

It  also  contains  money  for  improving 
enforcement  of  our  income  tax  laws  to 
make  sure  that  some  Americans  do  not 
profit  at  the  expense  of  others  by 
dodging  legitimate  tax  payments. 

Speaking  of  taxes,  some  Members 
think  we  can  avoid  sequestration  just 
by  utilizing  the  expected  revenues 
from  the  next  tax  reform  bill.  That 
bill  is  designed  to  be  revenue  neutral. 
Even  if  you  get  a  windfall  of  surplus 
revenues  next  year,  this  will  be  bal- 
anced off  by  a  shortfall  of  revenues  in 
future  years,  so  obviously  we  cannot 
rely  on  it  for  long-term  deficit  reduc- 
tion. No  one  is  sure  exactly  how  much 
surplus  will  be  produced  next  year.  It 
is  highly  unlikely  that  we  could  escape 
sequestration  with  the  tax  bill  reve- 
nues alone  without  enactment  of  this 
reconciliation  package. 

Finally,  Mr.  Speaker,  time  is  running 
out  for  this  Congress  to  act.  Even  if  we 
pass  this  package  today,  we  still  have 
some  differences,  even  though  they 
are  small,  to  work  out  with  the  U.S. 
Senate,  and  the  bill  must  still  go  to 
the  President  of  the  United  States  for 
his  signature. 

If  this  bill  does  not  become  law  by  a 
week  from  Sunday,  October  5,  then  we 
probably  will  miss  the  deficit  reduc- 
tion target  and  the  Government  will 
have  to  undergo  a  painful  sequestra- 
tion. 

Now  is  the  time  we  must  act  to  keep 
us  from  going  that  direction. 

Mr.  LOWRY  of  Washington.  Mr. 
Chairman,  I  yield  15  minutes  to  the 
distinguished  gentleman  from  Michi- 
gan [Mr.  DiNGEix].  the  chairman  of 
the  full  committee  on  Energy  and 
Commerce. 


Mr.  DINGELL.  Mr.  Chairman,  I 
yield  myself  5'/^  minutes  for  purposes 
of  dealing  with  the  aspects  of  this  leg- 
islation which  relate  to  the  business  of 
the  Committee  on  Energy  and  Com- 
merce. 

Mr.  Chairman.  I  thank  my  distin- 
guished friend  and  colleague  for  his 
kindness  to  me.  At  the  appropriate 
time  I  will  yield  7V2  minutes  to  my 
dear  friend,  the  gentleman  from  New 
York  [Mr.  Lent],  the  ranking  minority 
member,  for  purposes  of  addressing 
his  share  of  the  issues  and  his  con- 
cerns. 

First,  Mr.  Chairman,  I  rise  in  sup- 
port of  H.R.  5300,  the  Omnibus  Recon- 
ciliation Act  of  1986.  I  would  like  to 
take  a  few  minutes  to  discuss  title  IV 
of  the  bill,  which  contains  the  recon- 
ciliation recommendations  of  the  Com- 
mittee on  Energy  and  Commerce. 

Title  IV  includes  legislation  that  will 
result  in  3 -year  outlay  savings  of  $3.8 
billion.  More  than  $2.7  billion  of  that 
amount  will  be  achieved  in  fiscal  year 
1987  alone. 

The  sale  of  Conrail  will  be  a  major 
source  of  these  savings.  The  other  sav- 
ings in  title  IV  have  been  achieved  in  a 
number  of  ways— by  making  improve- 
ments in  the  Medicare  Program,  by  in- 
creasing user  fees  for  the  Nuclear  Reg- 
ulatory Commission,  by  imposing  user 
fees  at  the  Federal  Energy  Regulatory 
Conmiission.  and  by  recouping  some  of 
the  oil  overcharge  funds  anticipated 
by  the  budget  resolution. 

Unfortunately,  most  of  us  on  the 
committee  believed  at  one  time  or  an- 
other that  the  savings  would  be  larger. 
Regrettably,  a  court  decision  rendered 
subsequent  to  the  passage  of  the 
budget  resolution  made  the  bulk  of 
the  oil  overcharge  funds  unreachable 
by  legislative  action,  an  action  by  the 
court  which  I  regard  as  being  extreme- 
ly unwise  and  very  much  inconsistent 
not  only  with  statutory  law,  but  also 
with  good  sound  public  policy.  Thus, 
the  Energy  and  Commerce  Commit- 
tee's savings  are  lower  than  what  they 
might  have  been  were  it  not  for  this 
unfortunate  judicial  decree,  even 
though  the  committee,  I  note,  did 
meet  its  reconciliation  targets. 

Title  IV  also  contains  other  provi- 
sions to  effectuate  certain  policy  goals 
contemplated  by  the  budget  resolu- 
tion. For  example,  section  9  of  the 
budget  resolution  expressed  the  sense 
of  the  Congress  that  the  strategic  pe- 
troleum reserve  be  filled  to  750  million 
barrels.  The  committee's  reconcilia- 
tion recommendations  provide  the  nec- 
essary authority  to  meet  this  goal. 

Similarly,  the  budget  resolution 
aimed  at  increasing  funding  for  mater- 
nal and  child  health— the  so-called 
children's  initiative— and  for  specified 
improvements  in  the  Medicaid  Pro- 
gram. After  close  consultation  with 
and  approval  of  the  Budget  Commit- 
tee and  the  leadership,  the  committee 


included  legislation  to  carry  out  these 
important  health  policy  imperatives. 

The  inclusion  of  our  Conrail  sale  leg- 
islation in  this  bill  has  my  wholeheart- 
ed support  and  endorsement.  It  caps 
off  nearly  2  years  of  discussion  and 
debate  on  this  issue.  I  am  pleased  to  be 
bringing  to  the  House  a  bill  that  will 
move  Conrail  to  the  private  sector 
without  the  unfortunate  anticompeti- 
tive problems  and  the  job  losses  that 
would  have  accompanied  a  merger 
with  another  Eastern  carrier. 

The  Conrail  legislation,  which  has 
been  incorporated  as  subtitle  H  of  title 
IV.  provides  for  a  sale  of  the  Govern- 
ment's 85-percent  interest  in  Conrail 
through  a  public  stock  offering  to  be 
administered  by  the  Secretary  of 
Transportation.  The  Secretary  would 
be  expected  to  obtain  proceeds  of  at 
least  $1.7  billion,  which  when  coupled 
with  a  transfer  to  the  Government  of 
$300  million  in  Conrail  cash,  would 
result  in  deficit  reduction  of  at  least  $2 
billion,  if  the  market  does  not  fall. 

By  a  bipartisan  vote  of  32  to  9,  the 
committee  adopted  an  important 
amendment  offered  by  the  gentleman 
from  Ohio  [Mr.  Eckart]  to  provide 
that  the  Secretary  shall  retain  the 
services  of  multiple  investment  bank- 
ers to  serve  jointly  and  to  be  compen- 
sated equally  as  "co-lead  managers"  of 
the  public  offering  and  to  establish  a 
syndicate  to  underwrite  the  public  of- 
fering. The  gentleman  from  Ohio  [Mr. 
Eckart].  as  author  of  this  amend- 
ment, not  only  succeeded  in  having 
the  amendment  adopted  overwhelm- 
ingly, but  did  so  in  a  bipartisan  fash- 
ion. Although  I  opposed  that  amend- 
ment as  part  of  an  agreement  with  my 
dear  friends  and  colleagues,  the  gen- 
tleman from  New  York  [Mr.  Lent], 
the  gentleman  from  New  Jersey  [Mr. 
Florio],  and  the  gentleman  from  Illi- 
nois [Mr.  Madigan],  all  of  whom  were 
similarly  compelled  to  oppose  it,  I  nev- 
ertheless believe  that  this  is  a  good 
amendment  and  I  commend  the  gen- 
tleman from  Ohio  for  what  he  has 
done. 

The  committee  engaged  in  an  exten- 
sive debate  when  this  amendment  was 
offered.  It  is  clear  from  my  reading 
and  my  recollection  of  that  debate 
that  the  committee  intends  the  term 
"co-lead  manager"  to  mean  full  and 
equal  sharing  of  responsibilities  in 
managing  the  transaction,  as  distin- 
guished from  the  terms  "lead  manag- 
er" or  "co-manager"  as  commonly  used 
in  the  investment  community. 

This  concept  of  "co-lead  managers" 
is  new  to  the  American  financial  mar- 
kets, but  is  well-known  in  the  Europe- 
an Community  and  is  certainly  appro- 
priate to  an  offering  of  this  size,  the 
largest  in  the  history  of  this  Nation. 

Our  committee  was  also  cognizant  of 
the  need  to  insure  the  continuation  of 
essential  rail  service  in  the  Conrail 
region.  Thus,  the  committee  mandated 
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that  Conrail  take  various  steps  for 
specified  periods  of  time  to  maintain 
rail  operations.  We  have  also  taken 
steps  to  guard  against  hostile  takeov- 
ers and  anticompetitive  rail  mergers. 
All  in  all,  I  believe  the  committee  has 
produced  a  sensible,  well-balanced,  bi- 
partisan sale  package. 

This  package,  called  the  Conrail  Pri- 
vatization Act,  is  the  product  of  a  bi- 
partisan effort  by  a  number  of  my  col- 
leagues, and  I  wish  to  commend  them 
at  this  time— the  subcommittee  chair- 
man, the  gentleman  from  New  Jersey 
[Mr.  Florid],  our  two  senior  minority 
members,  the  gentleman  from  New 
York  [Mr.  Lent]  and  the  gentleman 
from  Illinois  [Mr.  Madigan],  the  rank- 
ing minority  member  of  the  subcom- 
mittee, the  gentleman  from  Kansas 
[Mr.  Whittaker],  and  the  gentleman 
from  Ohio  [Mr.  Eckart]. 

D  1350 

Mr.  Chairman,  I  also  want  to  recog- 
nize the  distinguished  chairman  of  the 
Committee  on  the  Budget,  the  gentle- 
man from  Pennsylvania  [Mr.  Gray], 
and  his  colleagues,  and  to  commend 
them  for  their  outstanding  efforts  and 
hard  work  to  make  possible  not  only 
the  cooperation  between  our  two  com- 
mittees, but  also  what  we  have  done  in 
this  bill. 

Mr.  Chairman,  I  will  include  in  the 
Record  immediately  following  my  re- 
marks a  floor  statement  and  section- 
by-section  analysis  of  the  Conrail  Pri- 
vatization Act  which  represents  the 
views  of  the  chairmen  and  ranking  mi- 
nority members  of  the  committee  and 
subcommittee,  as  well  as  of  Mr.  Mad- 
igan. all  of  whom  played  integral  roles 
in  authoring  this  legislation. 

The  statement  and  analysis  are  as 
follows: 

Floor  Statement  on  Conrail— H.R.  5300, 
Conrail  Privatization  Act 

SUBTITLE  H— rail  RELATED  ISSUES 

On  September  17,  1986.  the  Committee  on 
Energy  and  Commerce  approved  the  Con- 
rail Privatization  Act.  In  lieu  of  a  Commit- 
tee Report,  this  floor  statement  represents 
the  views  of  the  Chairmen  and  Ranking  Mi- 
nority Members  of  the  Committee  and  Sub- 
committee, as  well  as  Representative 
Edward  Madigan,  and  is  intended  to  serve  as 
the  legislative  history. 

The  Act  would  transfer  Conrail  to  the  pri- 
vate sector  through  a  public  offering  to  be 
administered  by  the  Secretary  of  Transpor- 
tation. Conrail  is  required  to  transfer  $300 
million  in  cash  to  the  Government  within 
thirty  days  of  enactment.  The  Secretary 
shall  thereafter  sell  the  common  stock 
owned  by  the  United  States  in  a  public  of- 
fering If  the  estimated  sum  of  the  gross  pro- 
ceeds to  be  realized  by  the  Government 
from  the  public  offering  and  the  value  of 
any  warrants  issued  by  Conrail  to  the  Gov- 
ernment is  at  least  $1.7  billion. 

The  legislation  provides  guarantees  to 
ensure  that  Conrail  continues  to  provide 
rail  service  in  the  region.  For  example,  the 
bill  mandates  that  for  five  years  Conrail 
spend  at  least  $500  million  annually  on  cap- 
ital expenditures,  unless  the  Conrail  Board 
of  Directors  reduces  that  amount  to  $350 


million  (on  a  cumulative  basis).  If  such  ex- 
penditures are  not  made,  Conrail  cannot 
pay  dividends.  Other  restrictions,  ranging 
from  three  to  five  years  in  length,  limit  the 
ownership  of  any  person  in  Conrail  to  7.5 
percent,  require  Conrail  to  maintain  at  least 
$250  million  in  cash  on  hand  at  the  end  of 
each  year,  restrict  rail  mergers,  particularly 
with  other  carriers  in  the  region,  limit  for- 
eign ownership  to  20  percent,  and  require 
Conrail  to  continue  Its  affirmative  action 
and  minority  vendor  programs. 

Once  Conrail  is  sold,  it  will  function  like 
any  other  private  sector  corporation,  with 
its  own  Board  of  Directors  making  decisions 
in  the  best  interest  of  the  Corporation,  sub- 
ject, of  course,  to  applicable  provisions  of 
law. 

A  detailed  section-by-section  analysis  of 
the  legislation  follows: 

PART  1— GENERAL  PROVISIONS 

Section  4701.  Short  Title:  Table  of  Contents 
Section  4701  provides  the  short  title,  the 
"Conrair  Privatization  Act,"  and  the  table  of 
contents. 

Section  4702.  Findings 

Section  4702  provides  the  findings. 
Section  4703.  Purposes 

Section  4703  provides  the  purposes. 
Section  4704.  Definitions 

Section  4704  provides  the  definitions  used 
in  the  Act. 

With  reference  to  the  definition  of  "cap- 
ital expenditures,"  we  understand  that  Con- 
rail's  present  accounting  treatment  distin- 
guishes between  capital  expenditures  and 
normal  repair,  maintenance  and  upkeep  in 
accordance  with  generally  accepted  account- 
ing principles. 

Clause  (A)  of  the  definition  of  "cumula- 
tive net  income"  includes  payments  to  be 
made  to  Conrail  employees  who  are  not  rep- 
resented by  unions.  We  understand  that 
Conrail  will  make  payments  to  these  em- 
ployees which  will  not  exceed  $30  million. 
In  addition,  the  aggregate  value  of  the 
shares  distributed  under  section  4724(f) 
should  Include  cash  distributed  in  lieu  of 
fractional  shares. 

PART  2— CONRAIL 

Subpart  A— Sale  of  Conrail 

Section  4711.  Preparation  for  Public 
Offering 

This  section  specifies  actions  required  to 
prepare  for  a  public  offering. 

Subsection  (a)  requires  the  Secretary  of 
Transportation  (the  Secretary),  not  later 
than  30  days  after  enactment,  In  consulta- 
tion with  the  Secretary  of  the  Treasury  and 
the  Chief  Executive  Officer  of  Conrail.  to 
retain  the  services  of  investment  bankers  to 
manage  the  public  offering.  The  language 
provides  that  these  firms  will  serve  jointly 
as  the  "co-lead  managers"  of  the  public  of- 
fering of  Conrail  stock,  and  will  establish  a 
syndicate  to  underwrite  the  public  offering 
with  equal  responsibility  for  structuring  and 
managing  the  public  offering,  an  equal 
share  In  management  fees  resulting  from 
the  transaction,  and  an  underwriting  posi- 
tion and  allocation  of  shares  to  be  jointly 
determined  by  the  co-lead  managers. 

The  legislation  requires  that,  in  selecting 
the  "co-lead  managers,"  recognition  and 
consideration  shall  be  given  to  the  contribu- 
tions made  by  particular  investment  bank- 
ing firms  before  the  date  of  enactment  in 
demonstrating  and  promoting  the  long-term 
financial  viability  of  Conrail  and  the  feasi- 
bility of  a  public  stock  offering. 


Subsection  (b)  requires  a  transfer  by  Con- 
rail of  $300  million  to  the  Secretary  of  the 
Treasury  not  later  than  30  days  after  the 
date  of  enactment. 

Subsection  (c)  requires  Conrail  to  prepare 
and  file  a  registration  statement  with  the 
Securities  and  Exchange  Commission  (SEC) 
in  connection  with  the  initial  and  any  subse- 
quent public  offering.  We  Intend  for  Conrail 
to  prepare  and  file  with  the  SEC  as  many 
registration  statements  or  amendments 
thereto  as  may  be  necessary  to  enable  the 
Secretary  to  sell  all  the  United  States 
shares  pursusjit  to  this  Act. 

Subsection  (d)  amends  the  Regional  Rail 
Reorganization  Act  of  1973  (3R  Act)  to 
eliminate  the  authority  of  the  United  States 
Railway  Association  (USRA)  to  purchase 
additional  stock  or  debentures  In  Conrail, 
effective  upon  the  date  of  enactment. 

Section  4712.  Public  Offering 

This  section  specifies  requirements  for  the 
public  offering. 

Subsection  (a)  requires  the  Secretary  in 
consultation  with  the  Secretary  of  the 
Treasury,  the  Chairman  of  the  Board  of 
Conrail  and  the  co-lead  managers,  to  offer 
the  Government's  common  stock  interest 
for  sale  in  a  public  offering,  after  the  regis- 
tration statement  is  declared  effective  by 
the  SEC.  The  Secretary  may  offer  less  than 
all  the  shares  owned  by  the  United  States  at 
the  Initial  sale,  thus  allowing  for  a  sale  in 
stages.  Under  no  circumstances  shall  the 
Secretary  offer  any  of  the  shares  for  sale 
unless,  before  the  sale  date,  the  Secretary 
determines,  after  consultation  with  the  Sec- 
retary of  the  Treasury,  the  Chairman  of  the 
Board  of  Conrail  and  the  co-lead  managers, 
that  the  estimated  sum  of  the  gross  pro- 
ceeds from  the  sale  of  all  of  the  shares 
owned  by  the  Unted  States  and  the  value  of 
any  warrants  issued  by  Conrail  to  the  Gov- 
ernment is  at  least  $1.7  billion. 

Subsection  (b)  request  the  Secretary,  if  a 
sale  is  to  be  done  in  stages,  to  sell  the  re- 
maining shares  In  subsequent  public  offer- 
ings. 

Subsection  (c)  provides  that  any  public  of- 
ferings under  this  section  may  be  made 
without  Conrail's  consent. 

Subsection  (d)  allows  the  Secretary  to  re- 
quire Conrail  to  declare  a  stock  split  or  re- 
verse stock  split. 

Subsection  (e)  provides  that,  in  consider- 
ation for  the  $300  million  transfer  from 
Conrail  to  the  Secretary  of  the  Treasury 
and  any  warrants  issued  under  this  section, 
the  Secretary,  concurrent  with  the  initial 
public  offering,  shall  deliver  to  Conrail  all 
preferred  stock,  7.5  percent  debentures  and 
contingent  Interest  notes  of  Conrail  held  by 
the  United  States.  Conrail  shall  then  cancel 
such  debentures,  preferred  stock,  and  con- 
tingent interest  notes  and  the  interest  of 
the  United  States  In  such  debentures,  pre- 
ferred stock  and  contingent  Interest  notes 
will  thereby  be  extinguished. 

We  understand  that  the  surrender  of  the 
Conrail  preferred  stock  and  debt  securities 
by  the  Secretary  pursuant  to  this  subsection 
is  necessary  In  order  to  permit  the  Secretary 
to  sell  the  United  States  shares.  We  under- 
stand that  investment  bankers  are  of  the 
opinion  that  the  United  States  are  not  mar- 
ketable while  the  Conrail  preferred  stock, 
debentures  and  contingent  interest  notes 
are  outstanding. 

The  subsection  further  provides  that  for 
purposes  of  regulation  by  the  Interstate 
Commerce  Commission  (ICC)  and  state 
public  utility  commissions  and  for  purposes 
of  reporting  to  the  SEC,  certain  actions  au- 
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thorized  by  this  legislation  will  not  change 
Conrail's  asset  value  net  of  depreciation  and 
shall  not  be  used  to  alter  the  calculation  of 
Conrail's  stock  or  asset  value,  rate  base,  or 
certain  other  attributes  or  otherwise  affect 
or  be  the  basis  for  a  change  in  the  regula- 
tion of  Conrail's  service,  rates,  or  practices. 
or  any  change  in  Conrail's  financial  report- 
ing practice. 

Subsection  (f)  allows  the  Secretary,  in 
consultation  with  the  Secretary  of  the 
Treasury,  the  Chairman  of  the  Board  of 
Conrail,  and  the  co-lead  managers,  to  re- 
quire Conrail  to  issue  warrants  to  the  Gov- 
ernment, if  doing  so  will  increase  the  return 
to  the  Government.  We  intend  for  any  de- 
termination by  the  Secretary  under  this 
sutjsection  to  specify  the  terms  of  any  war- 
rants to  be  issued  by  Conrail  to  the  United 
SUtes. 

Sutisection  (g)  requires  the  Secretary  to 
ensure  that  minority  owned  or  controlled 
investment  banking  firms  shall  have  an  op- 
portunity to  participate  to  a  significant 
degree  in  the  public  offering.  This  subsec- 
tion is  intended  to  ensure  opportunity  for 
participation  by  minority  investment  bank- 
ing firms  in  the  public  offering.  We  intend 
that  t)efore  concluding  a  contractual  rela- 
tionship retaining  any  co-lead  managers, 
the  Secretary  shall  ensure  that  minority 
owned  or  controlled  investment  banking 
firms  have  been  provided  an  opportunity  to 
participate  to  a  significant  degree  in  all 
other  phases  of  the  public  offering,  includ- 
ing, but  not  limited  to,  management,  under- 
writing, selling  and  any  other  syndicate  ac- 
tivities created  pursuant  to  this  Act. 

Subsection  (h)  authorizes  the  General  Ac- 
counting Officer  (GAG)  to  make  such  audits 
as  may  be  deemed  appropriate  by  the  Comp- 
troller General  of  the  United  States  of  all 
accounts,  books,  records,  memoranda,  corre- 
spondence, and  other  documents  and  trans- 
actions of  Conrail  and  the  co-lead  managers 
associated  with  the  public  offering.  The  co- 
lead  managers  shall  agree,  in  writing,  to 
allow  the  GAG  to  make  such  audits,  and  the 
GAG  shall  report  the  results  of  all  such 
audits  to  the  Congress. 

Section  4713.  Fees 
This  section  requires  the  Secretary,  in 
consultation  with  the  Secretary  of  the 
Treasury  and  Conrail's  chairman,  to  agree 
to  pay  to  investment  bankers  and  other  per- 
sons participating  in  the  public  offering  the 
absolute  mininum  amount  in  fees  necessary 
to  carry  out  the  public  offering. 

Subpart  B— Other  Matters  Relating  to  the 
Sale 

Section  4721.  Rail  Service  Guarantees 
This  section  provides  rail  service  guaran- 
tees to  protect  essential  rail  service  in  the 
Northeast  and  Midwest. 

Subsection  (a)  provides  for  certain  restric- 
tions or  requirements  on  Conrail,  for  a 
period  of  five  years  from  the  date  of  enact- 
ment. 

The  first  guarantee  requires  Conrail  to 
spend  the  greater  of  its  financial  deprecia- 
tion or  $500  million  in  capital  expenditures 
in  each  fiscal  year.  The  guarantee  allows 
Conrail's  Board  to  reduce  the  required  cap- 
ital expenditure  for  such  years  to  an 
amount  which  the  Board  determines  is  jus- 
tified by  prudent  business  and  engineering 
practices,  subject  to  a  required  minimum 
amount  of  $350  million  per  year  (on  a  cumu- 
lative basis).  We  intend  that  the  Conrail  di- 
rectors will  exercise  their  business  judgment 
in  any  determination  under  this  paragraph. 
and  that  such  business  judgment  will  be 


held  to  the  standards  provided  for  under  ap- 
plicable State  law. 

The  second  guarantee  limits  dividend  pay- 
ments. Dividend  payments  may  only  be 
made  if  Conrail  is  in  compliance  with  the 
capital  expenditures  requirement,  and 
common  stock  dividends  cannot  exceed  fifty 
percent  of  cumulative  net  income  less  the 
cumulative  amount  of  any  preferred  stock 
dividends. 

The  third  guarantee  requires  Conrail  to 
continue  its  affirmative  action  and  minority 
vendor  programs. 

The  fourth  guarantee  requires  Conrail  to 
retain  the  locomotive  shop  and  car  repair 
shop  in  Blair  County,  Pennsylvania,  and  the 
repair  shop  in  Collinwood.  Ohio. 

Subsection  <b)  provides  the  three  year 
guarantees. 

The  first  guarantee  prevents  any  break-up 
of  Conrail. 

The  second  guarantee  requires  Conrail  to 
have  a  cash  balance  of  at  least  $250  million 
at  the  end  of  each  fiscal  year. 

The  third  guarantee  requires  Conrail  to 
continue  to  offer  to  sell  lines  which  the  ICC 
has  approved  for  abandonment  for  75  per- 
cent of  net  liquidation  value. 

Section  4722.  Ownership  Limitations 

This  section  provides  certain  ownership 
limitations  on  non-rail  and  rail  purchasers 
of  Conrail  stock. 

Subsection  (a)  limits  ownershp  of  Conrail 
stock  by  any  person  for  a  five  year  period, 
to  7.5  percent.  This  limit  does  not  apply  to 
the  Employee  Stock  Ownership  Plan 
(ESOP),  the  Secretary,  to  a  railroad  as  de- 
scribed below,  to  underwriting  syndicates 
holding  stock  for  resale  and,  in  the  case  of 
shares  beneficially  held  by  others,  to  com- 
mercial banks,  broker-dealers,  clearing  cor- 
porations, or  other  nominees.  This  subsec- 
tion also  limits,  for  a  five  year  period,  total 
foreign  ownership  to  20  percent. 

Sul)section  (b)  limits  railroad  ownership. 
For  five  years,  no  Class  I  railroad  may  own 
more  than  7.5  percent  of  Conrail  stock, 
unless  such  railroad  applies  for  merger  au- 
thority with  the  ICC.  in  which  case,  the  ICC 
shall  give  substantial  weight  to  any  views  of 
the  Secretary  regarding  the  application.  For 
five  years,  any  railroad  purchaser  of  no 
more  than  7.5  percent  of  Conrail  stock  must 
vote  such  stock  in  the  same  propwrtion  as 
all  other  common  stock  is  voted.  Any  rail- 
road which  purchases  more  than  7.5  percent 
must  vote  as  directed  by  the  ICC.  if  no  such 
direction  is  provided,  in  the  same  proportion 
as  all  other  common  stock  is  voted. 

For  the  first  three  years,  there  are  addi- 
tional restrictions  on  Norfolk  Southern  Cor- 
poration and  CSX  Corporation.  They  are 
forbidden  to  own  more  than  7.5  percent  of 
Conrail's  stock  and  the  ICC  is  forbidden  to 
consider  any  merger  or  control  application 
between  Conrail  and  Norfolk  Southern  or 
between  Conrail  and  CSX.  These  additional 
restrictions  expire  in  three  years  or  if  any 
loan  guarantee  is  made  to  Conrail  under 
Section  4725.  After  these  specific  provisions 
expire.  NS,  CSX,  and  their  successors  and 
assigns  will  continue  to  be  bound  by  the  re- 
strictions applicable  to  other  railroads. 
Section  4723.  Board  of  Directors 

This  section  provides  for  a  transition  from 
Conrail's  current  Board  of  Directors  (six 
members  appointed  by  the  USRA.  five  mem- 
bers appointed  by  the  Department  of  Trans- 
portation (DOT),  and  the  Chairman  and  the 
President  of  Conrail)  to  a  Board  elected  by 
the  public  shareholders  of  Conrail. 

We  intend  that  there  will  be  special  meet- 
ings of  Conrail  stockholders  lo  elect  new  di- 


rectors as  soon  as  practicable  after  the  dates 
on  which  this  section  requires  new  directors 
to  be  elected  by  public  stockholders  of  Con- 
rail. and  that  all  directors  referred  to  in  this 
section  will  continue  to  serve  as  directors 
until  their  successors  have  been  qualified 
and  elected  or  appointed,  as  the  case  may 
be. 

We  intend  that  the  first  director  elected 
by  the  Conrail  public  stockholder  will  re- 
place the  director  with  the  shortest  length 
of  service  as  a  director  of  Conrail.  If  the 
first  Conrail  director  replaced  was  appoint- 
ed by  DOT,  or  is  a  replacement  for  a  direc- 
tor appointed  by  DOT,  the  second  director 
replaced  will  be  the  director  (or  replacement 
of  such  a  director)  having  the  shortest 
length  of  service  from  among  the  so-called 
"USRA  directors."  The  third  director  re- 
placed will  be  a  DOT  director,  the  fourth  di- 
rector replaced  will  be  a  USRA  director,  and 
so  forth,  with  shortest  length  of  service 
within  each  class  determining  the  order  of 
replacement.  If  the  first  Conrail  director  re- 
placed is  a  USRA  director,  the  reverse  order 
of  replacement  will  occur. 

We  intend  that  eight  directors  will  be 
elected  by  the  Conrail  public  stockholders 
after  more  than  half  of  the  Conrail  stock 
owned  by  the  United  States  has  been  sold, 
without  regard  to  increments  of  12.5  per- 
cent ownership  interest  sold  by  the  United 
States. 

The  Secretary  is  not  a  public  stockholder 
under  this  section. 

Section  4724.  Provisions  for  Employees 

This  section  establishes  various  provisions 
for  Conrail's  employees  in  recognition  of 
the  role  they  have  played  in  Conrail's  suc- 
cessful turnaround. 

Subsection  (a)  requires  Conrail  to  assume 
financial  liability  for  the  current  section  701 
labor  protection  program,  until  the  sale 
date. 

Sul)section  (b)  provides  for  dispute  resolu- 
tion procedures  during  this  transitional 
period. 

Subsection  (c)  repeals  section  701  effective 
on  the  sale  date. 

Subsection  (d)  requires  Conrail  to  provide 
protection  to  its  employees,  on  and  after  the 
sale  date,  pursuant  to  its  September  17,  1985 
agreement  with  representatives  of  its  em- 
ployees, or  as  otherwise  agreed  between  the 
parties.  The  United  States  shall  have  no  li- 
ability for  benefits  under  this  subsection. 

We  understand  and  intend  that  the  bene- 
fits provided  under  the  Conrail  supplemen- 
tal unemployment  benefit  plan  ("SUB 
plan")  contemplated  by  the  Definitive 
Agreement  shall  be  considered  for  all  pur- 
poses as  benefits  received  by  employees 
under  a  nongovernmental  plan  for  unem- 
ployment insurance,  and  not  as  remunera- 
tion for  services  rendered  to  Conrail. 

Subsecton  (e)  requires  Conrail  to  pay,  in 
compensation  for  past  wages  below  industry 
standard,  $200  million  to  present  and 
former  agreement  employees  in  accordance 
with  its  September  17,  1985  agreement,  or  as 
otherwise  agreed  between  the  parties.  We 
expect  Conrail  to  pay  other  obligations  to 
the  Railway  Labor  Executives'  Association 
only  for  legitimate  verified  claims  for  actual 
services  rendered  (such  as  legal  fees). 

This  subsection  of  the  bill  provides  for  in- 
dividual payments  to  all  present  and  former 
employees  who  accepted  wages  below  indus- 
try standard. 

Sutjsection  (f)  provides  for  the  distribu- 
tion of  shares  in  Conrail's  ESOP  to  partici- 
pants and  beneficiaries.  After  the  distribu- 
tion of  stock,   the  ESOP  terminates.  We 


This  sectlc 
the  ten  year 
actment,  an 
guarantee  a 
$500  mlUioi 
such  a  guai 
and  necessa 
provide  esse 
may  prescr 
terms  and 
representati 
Secretary  a; 
ury,  or  their 
Section  47 
This  secti< 
Subsectiot 
tary.  with  r 
tion  4721  or 
4722.  or  anj 
suffers  dire< 
an  alleged  \ 
ture,  divide: 
or  the  ownt 
action  to  en 
vision. 

Subsectioi 
brought  un 
before  the  £ 
may  limit  t 
under  sectic 
restriction  > 
the  continui 
Subpart  C 
Conform 
Section  473 

Section  4 
tive  Januar 
vides  that  t 
the  USRA 
USRA  are  t 
tive  as  of  ■ 
Agreement 
except  for  ; 
terms  and  < 
shall  termii 
conditions  t 


This  secti 
ments  and  i 
east  Rail  S< 
other  Acts. 

This  secti 
the  3R  Act 
1140(c)  of 
Conrail  fro 
the  properl 
amendment 
of  the  exe 
moved  a  fin 

This  sect 
event  Conr 


UMI 


September  24,  1986 


CONGRESSIONAL  RECORD— HOUSE 


25899 


intend  the  allocation  of  shares  in  the  ESOP 
will  be  as  contemplated  in  the  Definitive 
Agreement,  i.e.,  to  those  persons  who  were 
Conrail  employees  at  any  time  between 
April  1,  1981  and  June  30,  1984.  We  intend 
that  the  ESOP  will  make  any  distributions 
required  by  the  law  to  maintain  its  tax- 
qualified  status. 
Section  4725.  Essential  Rail  Service  Loan 
Guarantee 

This  section  allows  the  Secretary,  during 
the  ten  year  period  beginning  on  date  of  en- 
actment, and  at  the  request  of  Conrail,  to 
guarantee  a  loan  or  loans  up  to  a  total  of 
$500  million,  if  the  Secretary  determines 
such  a  guarantee  is  in  the  public  interest 
and  necessary  for  Conrail  to  continue  to 
provide  essential  rail  service.  The  Secretary 
may  prescribe  necessary  and  appropriate 
terms  and  conditions,  which  may  include 
representation  on  Conrail's  Board  of  the 
Secretary  and  the  Secretary  of  the  Treas- 
ury, or  their  designees. 

Section  4726.  Certain  Enforcement  Relief 

This  section  provides  for  enforcement. 

Subsection  (a)  provides  that  the  Secre- 
tary, with  respect  to  any  guarantee  in  Sec- 
tion 4721  or  ownership  limitation  in  Section 
4722,  or  any  person,  including  Conrail,  who 
suffers  direct  economic  injury  as  a  result  of 
an  alleged  violation  of  the  capital  expendi- 
ture, dividend,  or  cash  balance  guarantees 
or  the  ownership  limitations,  may  bring  an 
action  to  enforce  compliance  with  such  pro- 
vision. 

Subsection  (b)  provides  that  any  action 
brought  under  this  part  shall  be  brought 
before  the  Special  Court.  The  Special  Court 
may  limit  the  enforcement  of  a  guarantee 
under  section  4721  only  if  the  effect  of  such 
restriction  would  be  substantially  to  impair 
the  continued  viability  of  Conrail. 

Subpart  C— Miscellaneous  Technical  and 

Conforming  Amendments  and  Repeals 

Section  4731.  Abolition  of  the  United  States 

Railway  Association 

Section  4731  abolishes  the  USRA,  effec- 
tive January  1,  1987.  The  section  also  pro- 
vides that  the  securities  of  Conrail  held  by 
the  USRA  and  the  responsibilities  of  the 
USRA  are  to  be  transferred  to  DOT.  Effec- 
tive as  of  January  1,  1987,  the  Financing 
Agreement  between  Conrail  and  the  USRA. 
except  for  provisions  specifying  repayment 
terms  and  conditions  to  the  United  States, 
shall  terminate.  The  repayment  terms  and 
conditions  terminate  on  the  sale  date. 
Section  4732.  Applicability  of  Uie  Regional 

Rail  Reorganization  Act  of  1973  to  Con- 
rail After  Sale 

This  section  specifies  that  the  3R  Act 
shall  not  apply  to  Conrail  and  to  activities 
and  other  actions  and  responsibilities  of 
Conrail  and  its  directors  and  employees 
after  the  sale  date,  with  specified  excep- 
tions. 

Section  4733.  Miscellaneoiis  Amendments 
and  Repeals 

This  section  makes  miscellaneous  amend- 
ments and  repeals  to  the  3R  Act,  the  North- 
east Rail  Service  Act  of  1981  (NERSA).  and 
other  Acts. 

This  section  also  amends  section  217(c)  of 
the  3R  Act,  which  was  enacted  by  section 
1140(c)  of  NERSA  and  which  exempted 
Conrail  from  liability  for  state  taxes  until 
the  property  of  Conrail  is  transferred.  The 
amendment  is  intended  to  clarify  the  period 
of  the  exemption,  which  permanently  re- 
moved a  financial  burden  from  Conrail. 

This  section  also  provides  that,  in  the 
event  Conrail  files  for  bankruptcy,  the  Sec- 


retary is  required  to  develop  and  submit  to 
the  appropriate  court  a  reorganization  plan 
which  maximizes  rail  service  and  transpor- 
tation competition.  Such  court  shall  give 
sut>stantial  weight  to  the  Secretary's  plan. 
Section  4734.  Liability  of  Directors 

This  section  exempts  Conrail's  directors 
and  others  from  liability  if,  with  respect  to 
the  involved  subject  matter,  the  person  was 
fulfilling  a  duty  which  such  person  in  good 
faith  reasonably  believed  to  be  required  by 
law  or  vested  in  such  person  in  his  capacity, 
in  connection  with  any  action  taken  under 
this  Part.  However,  this  section  does  not 
apply  to  claims  arising  out  of  various  securi- 
ties laws,  which  claims  are  in  connection 
with  a  public  offering  under  section  4712  of 
this  Act. 

Section  473S.  Charter  Amendment 

This  section  requires  Conrail  to  amend  its 
Articles  of  Incorporation  to  contain  the  fol- 
lowing provision:  "It  shall  be  a  fundamental 
purpose  of  the  Corporation  to  maintain  con- 
tinued rail  service  in  its  service  area."  This 
provision  shall  not  be  subject  to  amendment 
or  repeal  and  shall  be  primary  to  other 
lawful  business  purposes  in  which  Conrail 
may  engage  under-  the  laws  of  Pennsylvania, 
where  Conrail  is  incorr>orated. 

Section  4736.  Status  of  Conrail  After  Sale 

This  section  makes  clear  that  Conrail  re- 
mains a  rail  carrier,  as  defined  in  the  Inter- 
state Commerce  Act,  after  the  sale. 

Section  4737.  Effect  on  Contracts 

This  section  specifies  that  nothing  in  this 
Act  affects  Conrail's  obligation  to  carry  out 
its  transportation  contracts,  equipment 
leases,  equipment  trusts,  and  conditional 
sales  agreements,  in  accordance  with  their 
terms. 

We  intend  that  Conrail  will  continue  to  be 
bound  after  the  sale  by  any  contract,  agree- 
ment, judicial  decree  or  similar  instrument 
to  which  the  corporate  entity  was  a  party 
prior  to  the  sale.  This  section,  therefore, 
does  not  abrogate  other  instruments  that  do 
not  fit  the  descriptions  contained  in  this 
provision.  We  also  intend  that  nothing  in 
this  Act  shall  affect  any  Conrail  agreements 
with  states  or  localities. 

Section  4738.  Resolution  of  Certain  Issues 

Subsection  (a)  makes  clear  that  the  em- 
ployee provisions  in  section  4724  completely 
and  finally  resolve  any  rights  under  section 
401(e)  of  the  3R  Act  and  certain  other 
claims. 

Subsection  (b)  provides  that  Conrail  shall 
not  be  considered  to  be  in  breach,  default, 
or  violation  of  any  agreement  to  which  it  is 
a  party,  notwithstanding  any  provision  of 
such  agreement  because  of  any  provision  of 
this  Part  or  any  actions  Conrail  is  required 
to  take  under  this  Part. 

Subsection  (c)  withdraws  the  consent  of 
the  United  States  to  be  sued  with  respect  to 
any  claims  for  damages  or  other  monetary 
compensation  arising  out  of  this  Part. 

PART  3— PROMOTION  OF  RAIL  COMPETITION 

Section  4751.  RAIL  Service  Continuation 

This  section  amends  the  Interstate  Com- 
merce Act  (ICA)  to  provide  protection  for 
employees  adversely  affected  by  sales  of 
lines. 

Employees  adversely  affected  by  a  line 
sale  under  section  10901  would  receive  pro- 
tection under  the  conditions  provided  in 
New  York  Dock,  subject  to  a  cap  of  $25,000. 
except  for  employees  provided  long-term 
employment  with  the  acquiring  carrier. 

The  legislation  would  require  implement- 
ing agreements  in  line  sales. 


In  the  case  of  transactions  under  section 
10905,  the  protection  would  depend  on  the 
type  of  transaction.  The  protection  in  line 
sales  would  be  the  same  as  that  provided  for 
line  sales  under  section  10901.  The  protec- 
tion in  abandonments  under  section  10905 
would  be  the  same  as  that  provided  in  aban- 
donments under  section  10903. 

This  section  also  provides  that  the  ICC 
could  not  interfere  in  collective  bargaining 
under  the  Railway  Labor  Act,  except  insofar 
as  necessary  to  allow,  by  agreement  or  arbi- 
tration if  required,  the  railroad  to  carry  out 
the  transaction  approved  by  the  ICC 
through  adjustment  of  work  forces,  such  as 
selection  and  assignment  of  forces. 

Section  4751(a)  of  the  bill  amends  Section 
10901  of  the  Interstate  Commerce  Act  by 
providing  that  the  Interstate  Commerce 
Commission  shall  provide  affected  employ- 
ees those  protections  provided  employees  by 
section  11347  of  the  ICA,  subject  to  a  cap  of 
$25,000.  The  Commission  now  has  discre- 
tionary authority  to  provide  such  protection 
to  employees  but  has  made  formal  policy 
rulings  that  it  will  not  do  so. 

There  are  two  differences,  however,  be- 
tween the  protections  required  by  other 
provisions  of  the  ICA  and  the  protections 
required  by  this  amendment.  Unlike  the 
payments  made  under  the  conditions  re- 
quired by  sections  10903  and  11347  and 
other  sections  of  the  ICA,  the  payments  to 
be  made  under  this  section  are  limited  to 
$25,000  per  affected  employee.  Also,  unlike 
typical  employee  protection  provisions, 
these  protections  would  not  apply  to  em- 
ployees who  obtain  "long-term  employ- 
ment" with  the  acquiring  carrier.  "Long- 
term  employment"  is  intended  to  mean  per- 
manent employment  in  a  bona  fide  job 
which  would  continue  for  not  less  than  3 
years. 

The  amendment  would  also  require  so- 
called  implementing  agreements  to  be  en- 
tered into,  either  voluntarily  or  by  arbitra- 
tion, between  the  selling  carrier,  buying  car- 
rier and  the  affected  employees.  The  imple- 
menting agreements  between  the  selling 
carrier  and  the  employees  shall  be  the  same 
as  those  executed  under  the  requirements 
of  the  employee  protection  conditions  im- 
posed by  the  Commission  under  Section 
11347  in  purchase  cases.  The  agreement  be- 
tween the  buying  carrier  and  the  employees 
shall  be  limited  to  the  selection  of  forces  to 
service  the  newly  purchased  line.  This  provi- 
sion provides  a  means  of  assuring  employ- 
ees, particularly  older,  senior  employees  of 
the  opportunity  for  continued  employment 
in  the  railroad  industry  and  involves  only 
the  identity  of  the  employees  to  transfer. 
Binding  arbitration  should  be  required  to  be 
completed  by  the  ICC  within  15  days. 

Section  4751(b)  amends  section  10905  in 
the  same  manner  and  to  the  same  extent  as 
section  4751(a)  amends  section  10901.  The 
reference  to  section  10901  at  the  end  of  sub- 
section (b)  is.  of  course,  a  reference  to  that 
section  as  junended  by  this  bill  in  the  new 
subsection  (f)  of  section  10901. 

Section  4751(c)  of  the  bill  is  a  free-stand- 
ing provision  which  restores  the  autonomy 
of  the  Interstate  Commerce  and  Railway 
Labor  Acts  which  had  become  blurred  as 
the  result  of  recent  decisions  of  the  Inter- 
state Commerce  Commission.  The  authority 
of  the  Commission  to  supersede  certain  laws 
where  necessary  in  transactions  approved 
under  section  11344  is  limited  in  the  area  of 
labor  relations  to  the  adjustment  of  work 
forces  such  as  selection  and  assignment  of 
such  forces  to  perform  the  work  in  the  new 
operation.  We  do  not.  by  adopting  this  pro- 
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vision,  intend  to  provide  a  means  for  pre- 
venting the  effective  consummation  of 
mergers  and  other  transactions.  We  intend 
that  when  issues  other  than  the  adjustment 
of  woric  forces  arise,  the  parties  should 
enter  into  collective  bargaining  which  will 
swiftly  accomplish  the  objectives  of  the 
transaction. 

Section  4752.  Agriculture  Contract 
Disclosure 

This  section  amends  the  contract  rate  pro- 
vision of  the  Interstate  Commerce  Act  to  es- 
tablish minimum  standards  for  the  disclo- 
sure of  terms  of  contracts  for  the  transpor- 
tation of  agricultural  commodities.  In  par- 
ticular, the  terms  to  be  disclosed  include. 
but  are  not  limited  to,  identity  of  the  ship- 
per party  to  the  contract:  the  specific  ori- 
gins, transit  points  and  other  shipper  facili- 
ties subject  to  the  contract,  and  destinations 
served  under  such  contract;  the  duration  of 
the  contract,  including  provisions  for  op- 
tional extension:  the  actual  volume  require- 
ments, if  any;  whether  any  transportation 
service  has  begun  under  a  contract  before 
the  date  such  contract  is  filed  with  or  ap- 
proved by  the  ICC;  and  the  date  on  which 
the  contract  became  applicable  to  the  trans- 
portation services  provided  under  the  con- 
tract. The  ICC  is  directed  to  interpret  this 
provision  to  provide  for  liberal  discovery  to 
shippers  seeking  remedies  under  the  remedi- 
al provision  applicable  to  agricultural  com- 
modities. 

This  section  also  requires  that  any  amend- 
ment, supplement,  or  change  to  any  term  or 
provision  of  an  agricultural  contract  shall 
be  deemed  to  be  a  new  contract  and  most  be 
filed  separately  with  the  ICC. 

This  section  requires  the  ICC  to  issue  reg- 
ulations, within  60  days  after  enactment,  to 
implement  the  new  disclosure  requirements. 

Finally,  the  section  requires  the  ICC's 
contract  rate  advisory  service  to  assess  the 
impact  on  competition  among  agriculatural 
shippers  of  variations  between  contract 
rates  and  the  published  single  car  rates  and 
to  submit  a  report  to  Congress  no  later  than 
120  days  after  enactment. 

Section  4753.  Boxcar  Provision 

This  section  confirms  the  legal  authority 
of  the  ICC  to  promulgate  that  portion  of 
the  rule  adopted  by  the  ICC  in  Ex  Parte  No. 
346  (Sub.  No.  19).  served  September  12. 
1986.  consisting  of  protections  for  small  rail- 
roads. This  section  will  resolve  any  doubts 
that  may  have  been  raised  in  ICC  dissenting 
opinions  regarding  the  ICCs  legal  authority 
to  adopt  those  small  railroad  protections. 

Mr.  DINGELL.  Mr.  Chairman,  I 
yield  TVi  minutes  to  the  gentleman 
from  New  York  [Mr.  Lent]. 

The  CHAIRMAN.  Without  objec- 
tion, the  gentleman  from  New  York 
[Mr.  Lent]  is  recognized  for  7'/2  min- 
utes. 

There  was  no  objection. 

Mr.  LENT.  Mr.  Chairman,  the  recon- 
ciliation instructions  received  by  the 
Committee  on  Energy  and  Commerce 
required  the  committee  to  recommend 
changes  in  laws  to  save  $5.6  billion  in 
outlays  over  the  next  3  fiscal  years.  Of 
that  amoimt,  $3.25  billion  were  as- 
stmied  to  be  saved  through  Medicare 
provider  payment  reforms.  The  re- 
maining $2.35  billion  were  assumed  to 
come  from  savings  in  the  energy  area. 
Subsequently,  the  energy  savings  were 
reduced  by  $750  million  due  to  judicial 
action. 


In  the  course  of  meeting  its  energy 
savings  targets,  the  committee  in- 
creased annual  charges  for  the  Nucle- 
ar Regulatory  Commission.  The  fees 
collected  now  will  cover  virtually  all 
the  cost  of  NRC  regulation.  The  com- 
mittee also  increased  user  fees  for  the 
Federal  Energy  Regulatory  Commis- 
sion and  repealed  a  statutorily  re- 
quired industrial  energy  conservation 
survey.  Finally,  the  committee  provid- 
ed for  the  U.S.  Treasury  to  receive 
funds  recovered  from  those  who  vio- 
lated petroleum  price  and  allocation 
regulations  to  the  extent  the  parties 
injured  by  those  violations  cannot  be 
determined  and  to  the  extent  petrole- 
um overcharge  recoveries  are  not  gov- 
erned by  previous  court  orders. 

The  Medicare  and  Medicaid  amend- 
ments reported  by  the  Committee  on 
Energy  and  Commerce  fall  far  short  of 
achieving  the  savings  required  by  the 
budget  resolution  for  fiscal  year  1987. 
The  minimal  savings  that  are  achieved 
through  changes  to  the  Medicare  Pro- 
gram are  significantly  reduced  by 
many  provisions  increasing  Federal 
spending  in  both  of  the  entitlement 
programs  under  the  committee's  juris- 
diction. Both  the  Committee  on 
Energy  and  Commerce  and  the  Com- 
mittee on  Ways  and  Means  have  been 
instructed  to  achieve  savings  of  $550 
million  in  fiscal  year  1987  in  the  Medi- 
care Program.  This  savings  target  can 
be  reached  only  if  new  spending  provi- 
sions are  minimized.  Although  there 
may  be  merit  to  the  spending  propos- 
als contained  in  this  legislation,  a  rec- 
onciliation bill  is  an  inappropriate  ve- 
hicle for  them. 

In  order  to  meet  the  deficit  reduc- 
tion target  required  by  the  Gramm- 
Rudman  legislation  and  to  avoid  fur- 
ther sequestration,  I  anticipate  that 
any  new  spending  provisions  in  the 
health  area  will  be  closely  scrutinized 
in  conference.  It  is  my  hope  that  the 
conferees  from  the  Senate  Finance 
Conunittee  and  both  the  House  Ways 
and  Means  and  Energy  and  Commerce 
Committees  can  reach  agreement  on  a 
health  package  which  achieves  neces- 
sary savings  through  meaningful  re- 
forms to  the  Medicare  Program. 

Finally,  the  committee  enacted  legis- 
lation authorizing  the  sale  of  Conrail. 
The  Conrail  Privatization  Act  would 
transfer  Conrail  to  the  private  sector 
through  a  public  offering  adminis- 
tered by  the  Secretary  of  Transporta- 
tion. Conrail  must  transfer  $300  mil- 
lion in  cash  to  the  Government  within 
30  days  of  enactment.  The  Secretary 
must  then  sell  the  Conrail  common 
stock  owned  by  the  Government  to 
the  public.  The  Secretary  may  sell  the 
stock  only  if  the  estimated  sum  of  .the 
gross  proceeds  to  be  realized  by  the 
Government  from  the  public  offering 
and  the  value  of  any  stock  warrants 
issued  to  the  Government  are  at  least 
$1.7  billion. 


The  legislation  seeks  to  ensure  that 
Conrail  continues  to  provide  rail  serv- 
ice in  the  Northeast.  It  does  this 
through  minimum  capital  expenditure 
requirements,  ownership  limitations, 
and  restrictions  on  any  "break-up"  of 
Conrail.  Once  Conrail  is  sold,  it  will 
function  as  a  private  corporation  with 
an  independent  board  of  directors 
making  decisions  in  the  best  interest 
of  the  corporation. 

A  detailed  description  of  the  Conrail 
Privatization  Act  is  set  forth  in  a  joint 
statement   which   Congressmen   Din- 

GELL,     MaDIGAN,     FLORIO,     WHITTAKER. 

and  I  are  submitting  for  the  Record 
today.  I  understand  that  Congressmen 
Bliley  and  Eckart,  the  sponsors  of  a 
committee  amendment  dealing  with 
public  offering  managers,  are  submit- 
ting a  statement  further  describing 
that  provision,  section  4711(a).  in 
which  I  will  join. 

Mr.  Chairman,  in  conclusion,  I 
would  like  to  take  this  opportunity  to 
discuss  an  issue  which  has  arisen  deal- 
ing with  the  lack  of  rail  competition  in 
the  New  York  Metropolitan  area.  Spe- 
cifically, the  New  York,  Susquehanna 
and  Western  Railroad  [NYS&W]  oper- 
ates the  Rahway  Valley /Staten  Island 
railroads  in  the  New  York/New  Jersey 
Port  area  which  are  separated  by  a  dis- 
tance of  roughly  20  miles  with  the 
mainline  of  the  NYS&W.  In  order  to 
provide  a  competitive  alternative  to 
Conrail  in  the  port  region,  Conrail 
should  make  a  good  faith  effort  to  ne- 
gotiate overhead  trackage  rights  to 
connect  the  two  geographically  sepa- 
rate parts  of  the  NYS&W  system.  If 
Conrail  and  the  NYS&W  are  unable  to 
reach  agreement  on  their  own  initia- 
tive, NYS&W  should  be  free  to  reach 
a  trackage  rights  agreement  with  New 
Jersey  Transit,  without  interference 
from  Conrail.  Clearly,  this  intercon- 
nection would  provide  shippers  a 
transportation  alternative  into  the 
region  and  would  inject  an  element  of 
competition  where  there  previously 
was  none. 

Mr.  LENT.  Mr.  Chairman,  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  Texas  [Mr.  Fields]. 

The  CHAIRMAN.  Without  objec- 
tion, the  gentleman  from  Texas  [Mr. 
Fields]  is  recognized  for  such  time  as 
he  may  consume. 

There  was  no  objection. 

Mr.  LENT.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  FIELDS.  I  yield  to  the  gentle- 
man from  New  York. 

Mr.  LENT.  Mr.  Chairman,  during 
the  Energy  and  Commerce  Committee 
markup  of  its  reconciliation  actions  on 
energy  and  related  matters,  my  distin- 
guished colleague  from  Texas,  Mr. 
Fields,  offered  an  amendment  to  sub- 
title C,  the  Petroleum  Overcharge  and 
Distribution  Act  of  1986,  as  amended 
by  Mr.  Sharp's  amendment.  The 
amendment,  which  was  overwhelming- 
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ly  approved  by  a  voice  vote,  deleted 
section  4202(b)(2)  in  its  entirety  and 
substituted  in  lieu  thereof  the  follow- 
ing: 

(2)  amounts  governed  by  the  settlement, 
approved  on  July  7,  1986,  in  In  Re:  The  De- 
partment of  Energy  Stripper  Well  Exemp- 
tion Litigation,  M.D.L.  No.  378,  in  the 
United  States  District  Court  for  the  District 
of  Kansas. 

I  would  like  to  inquire  of  the  author 
of  the  amendment  whether  the  pur- 
pose of  the  amendment  was  to  exempt 
fully  from  this  legislation  the  settle- 
ment agreement  in  the  stripper  well 
litigation  and  the  Court's  judgment  of 
July  7,  1986,  which  approved  the  set- 
tlement agreement? 

Mr.  FIELDS.  The  distinguished  gen- 
tleman from  New  York  [Mr.  Lent]  is 
correct.  The  purpose  of  my  amend- 
ment was  to  preserve  fully  the  stripper 
well  settlement  agreement  and  the 
Court's  judgment  and  to  exempt  both 
the  settlement  and  the  judgment  from 
the  scope  of  the  legislation.  Further, 
my  amendment  neither  expanded  nor 
reduced  the  scope  of  the  judgment. 

My  amendment  assured  that  the  leg- 
islation would  neither  alter  the  rights 
or  obligations  of  any  of  the  parties  to 
the  agreement  or  under  the  judgment, 
nor  alter  the  terms  and  conditions  of 
the  agreement  and  judgment.  Thus, 
my  amendment  exempted  from  the 
legislation  all  crude  oil  overcharge 
funds,  including  MDL  378  escrdwed 
and  deficiency  funds  and  funds  in 
other  administrative  and  judicial  pro- 
ceedings regardless  of  whether  such 
funds  are  in  escrow  or  whether  such 
cases  had  commenced  on  the  date  of 
enactment  of  my  amendment. 

Mr.  LENT.  Mr.  Chairman,  I  yield  30 
seconds  to  the  gentleman  from  Kansas 
[Mr.  Whittaker]. 

The  CHAIRMAN.  Without  objec- 
tion, the  gentleman  from  Kansas  [Mr. 
Whittaker]  is  recognized  for  30  sec- 
onds. 

There  was  no  objection. 

Mr.  WHITTAKER.  Mr.  Chairman,  subtitle  H 
of  the  budget  reconciliation  legislation  pro- 
vides for  the  sale  of  Conrail  to  the  private 
sector  through  a  public  offering  of  its  stock. 

This  legislation  marks  a  significant  step  in 
ensuring  rail  service  in  the  Northeast  and  Mid- 
west and  ending  the  involvement  of  the  Fed- 
eral Government  in  freight  railroading.  This  in- 
volvement has  cost  the  American  taxpayer 
over  $7  billion  in  the  last  10  years. 

The  process  of  structuring  a  sale  of  Conrail 
has  been  long  and  arduous.  The  Secretary  of 
Transportation  conducted  a  thorough  and  ob- 
jective review  of  alternatives  for  a  sale,  and 
should  be  commended  for  her  perseverance 
and  dedication  to  this  effort. 

The  legislation  approved  by  the  Committee 
on  Energy  and  Commerce  meets  the  criteria 
for  the  sale,  set  out  in  the  Northeast  Rail 
Service  Act,  of  preserving  essential  rail  serv- 
ice, and  maximizing  the  Government's  return 
on  its  Investment  The  legislation  directs  that 
Conrail  be  sold  through  a  public  offering  of  its 
stock  for  a  minimum  price  of  $1.7  billion.  Cov- 


enants are  also  included  which  are  designed 
to  protect  (Donrail's  financial  strength  and 
service  in  the  region. 

The  legislation  also  includes  provisions  out- 
side of  the  realm  of  the  sale  Itself.  One  such 
provision  addresses  the  inability  of  small  agri- 
cultural shippers  in  pursuing  statutory  reme- 
dies in  contesting  contracts.  Specifically,  the 
provision  would  require  greater  disclosure  of 
the  terms  of  contracts  to  better  enable  ship- 
pers to  effectively  challenge  a  contract  on  the 
basis  that  it  is  "discriminatory"  or  "constitutes 
a  destructive  competitive  practice. ' 

In  closing,  Mr.  Chairman,  this  legislation  is  a 
consensus  document  and  represents  the  joint 
effort  of  the  leadership  of  the  Energy  and 
Commerce  (^mmittee.  It  is  structured  with  an 
eye  toward  ensuring  Conrail's  future  strength 
and  giving  certainty  to  the  shipping  community 
that  rail  service  in  the  region  will  be  preserved 
for  the  long  term.  I  congratulate  my  col- 
leagues on  their  successful  effort. 

Ms.  MIKULSKI.  Mr.  Chairman,  I  rise  in  sup- 
port of  H.R.  5300,  the  Omnibus  Budget  Re- 
concilation  Act.  In  particular,  I  want  to  express 
my  strong  support  for  that  portion  of  this  legis- 
lation which  would  return  (Jonrail  to  the  private 
sector  through  a  public  stock  offering. 

Since  1981,  (Congress  has  wanted  to  return 
the  Federal  Government's  interest  in  Conrail 
to  the  private  sector. 

During  this  time,  I  have  examined  the  vari- 
ous privatization  proposals  with  three  principal 
goals  in  mind: 

First,  does  it  provide  American  taxpayers 
with  a  fair  return  on  their  investment?  The 
Federal  Government  has  invested  a  substan- 
tial amount  of  money  in  making  Conrail  a  prof- 
itable railroad.  As  a  result,  any  sale  should 
maximize  the  return  to  the  Federal  Treasury  to 
help  reduce  the  deficit. 

Second,  will  it  preserve  rail  competition  in 
the  marketplace?  With  the  passage  of  the 
Staggers  Act  in  1980,  the  Congress  ushered 
in  a  new  era  of  rail  competition. 

Any  Ck)nrail  sale  should  maintain  a  frame- 
work within  which  shippers  will  have  access  to 
their  markets  and  other  railroads  will  be  guar- 
anteed a  level  paying  field  within  which  they 
can  compete. 

And  third,  does  it  provide  the  very  best  deal 
for  Maryland? 

My  State's  economic  growth  depends  heav- 
ily on  a  competitive  rail  transportation  system. 
The  Port  of  Baltimore  and  the  Eastern  Shore 
rely  directly  on  Conrail  for  moving  goods  to 
-market 

Western  Maryland,  while  not  a  direct  user  of 
(Donrail,  does  rely  on  a  transportation  network 
where  there  is  real  corripetition  because  it  is 
competition  that  guarantees  continued  rail 
service. 

The  Conrail  Privatization  Act  contained  in 
H.R.  5300  clearly  meets  these  three  goals. 

It  is  a  good  deal  for  the  taxpayer  because  it 
guarantees  a  minimum  of  $2  billion  for  deficit 
reduction  from  the  sale. 

It  is  a  good  deal  for  consumers  and  ship- 
pers because  it  keeps  Conrail  as  an  independ- 
ent railroad,  guaranteeing  continued  service 
and  affordable  rates  by  presenting  rail  compe- 
tition. 

And  finally,  it  is  a  very  good  deal  for  Mary- 
land. 


I  have  always  been  concerned  that  a  sale 
of  Conrail  to  Norfolk  Souttiern  wouki  have  se- 
riously jeopardized  rail  sendee  within  Mary- 
land, partKularty  to  the  Port  of  Baltimore. 

But  by  keeping  (^nrail  independent,  whk;h 
this  legislation  does,  I  am  confident  we  will 
maintain  the  integrity  of  its  rail  service  in  our 
State. 

We  will  be  able  to  move  coal,  grain,  and 
other  commodities  through  the  port,  helping  to 
keep  it  a  worid-class  port. 

We  will  guarantee  continued  service  to  the 
Eastern  Shore  so  our  poultry  industry  and 
other  businesses  can  transport  their  goods  by 
rail  efficiently. 

And  we  will  protect  those  men  and  women 
in  places  like  Cumberland,  Frostburg,  and 
Brunswick  in  western  Maryland  who  either 
work  for  the  railroads  or  whose  livelihood  de- 
pends on  continued,  regular  rail  service. 

The  (Donrail  Privatization  Act  represents  a 
watershed  in  the  history  of  our  Nation's  rail 
transportation  system.  When  (^nrail  was 
formed  out  of  the  bankrupt  Penn  Central  in 
the  mid-1 970's,  few  people  thought  we  would 
see  it  a  decade  later  as  a  strong  and  viable 
railroad. 

With  passage  of  the  Staggers  Act  in  1980, 
however,  and  under  the  very  capable  leader- 
ship of  Stanley  Crane,  Conrail  has  become  a 
viable  railroad  that  is  profitable  and  which  pro- 
vides cost-effective  service 

I  want  to  commend  the  chairman  of  the 
Energy  and  (Commerce  Committee,  John  Din- 
GELL,  for  his  efforts  on  this  legislation.  He  has 
worked  tirelessly  to  make  sure  that  Conrail  re- 
mains a  viable  and  profitable  railroad  once  re- 
turned to  the  private  sector. 

I  also  want  to  commend  Commerce  Sub- 
committee chairman,  Jim  Florio.  for  his  very 
hard  work  on  this  issue.  1  have  enjoyed  work- 
ing with  him  and  believe  that  the  proposal  he 
has  fashioned  is  in  the  best  Interests  of  the 
taxpayer  and  business  competltkjn. 

Since  Conrail  was  formed  a  decade  ago. 
Congress  has  been  its  trustee,  the  steward 
designated  to  protect  the  interest  of  the  Amer- 
ican people  in  this  railroad. 

In  passing  this  legislation  today,  I  believe 
we  will  be  exercising  responsible  stewardship 
over  that  interest  and  urge  my  colleagues  to 
join  me  in  voting  for  this  bill. 

Mr.  DINGELL.  Mr.  Chairman,  I 
yield  back  the  balance  of  my  time. 

Mr.  LOWRY  of  Washington.  Mr. 
Chairman,  I  yield  3  minutes  to  the 
gentleman  from  New  Jersey  [Mr. 
Florio]. 

D  1400 

Mr.  FLORIO.  Mr.  Chairman,  in 
1981,  the  Congress  set  in  motion  the 
process  for  the  sale  of  Conrail.  The 
railroad  was  given  the  opportunity  to 
become  profitable,  and  the  mechanism 
to  begin  the  sale  process  was  set  in 
place. 

We  are  here  today  to  reap  the  bene- 
fits of  that  action  through  a  sale  that 
will  return  at  least  $2  billion  to  the 
Federal  Government.  We  are  selling 
Conrail  through  a  public  offering  that 
will  protect  rail  service  and  competi- 
tion in  the  Northeast  and  Midwest. 
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Under  the  able  leadership  of  Chair- 
man DiNGELL,  we  have  rejected  the 
proposal  of  the  administration  to  sell 
Conrail  to  a  competing  railroad.  In- 
stead, we  have  chosen  aui  option  which 
will  preserve  the  maximum  amount  of 
rail  service  and  will  provide  a  higher 
return  to  the  Government. 

For  the  last  2  months.  Congressman 
Madigan  and  I,  along  with  Congress- 
men DiNGELL,  Lent  and  Whittaker, 
have  worked  diligently  to  put  together 
a  public  offering  bill  that  would  pro- 
vide us  the  opportimity  to  return  Con- 
rail  to  the  private  sector.  The  bill 
before  us  does  just  that,  and  at  the 
same  time  it  protects  jobs,  protects 
service,  and  protects  competition. 

Conrail  is  a  success  story.  Prom  a 
chronic  money  loser  from  1976  to 
1981,  it  has  become  one  of  the  most 
successful  railroads  in  the  country, 
both  in  terms  of  its  earnings  and  its 
service  to  shippers.  The  Chairman  of 
the  company,  Stanley  Crane,  deserves 
great  credit,  as  do  all  the  employees  of 
Conrail.  They  have  worked  hard  and 
well  and  they  deserve  the  success  they 
have  earned. 

It  is  important  to  understand  what 
this  bill  does.  It  transfers  Conrail  to 
the  private  sector  for  a  substantial 
siun,  but  it  imposes  requirements  that 
will  ensure  that  Conrail  remains  pri- 
marily a  railroad  providing  service  to 
shippers.  There  are  a  series  of  guaran- 
tees that  ensure  that  Conrail  contin- 
ues to  invest  in  its  plant,  prohibits  the 
payment  of  dividends  if  Conrail  does 
not  make  the  required  investment  or  if 
earnings  are  too  low,  prohibits  merg- 
ers with  other  railroads  in  the  region, 
and  several  others.  It  is  these  guaran- 
tees that  make  this  sale  possible  in  my 
view.  Without  them  there  would  be  in- 
sufficient assurance  that  Conrail 
remain  in  the  railroad  business,  but 
with  them  the  Government  gets  out  of 
the  railroad  business,  earns  over  $2  bil- 
lion, and  protects  rail  service. 

After  the  sale  Conrail  will  act  like 
any  other  private  corporation  with  the 
exception  of  these  guarantees.  The 
Board  of  directors  of  the  Corporation 
will  make  decisions  in  the  best  interest 
of  the  Corporation. 

The  sale  itself  will  be  carried  out  by 
the  Secretary  of  Transportation  under 
the  strict  requirements  of  the  bill.  The 
Secretary  is  to  hire  investment  bank- 
ers to  manage  the  sale  of  the  Govern- 
ment's common  stock.  While  the  Sec- 
retary should  recognize  and  consider 
the  contribution  made  by  investment 
bankers  to  a  public  offering,  the  most 
important  goal  is  to  hire  investment 
bankers  who  will  provide  the  best  serv- 
ice to  the  Government  at  the  lowest 
possible  cost.  The  bill  requires  the  Sec- 
retary to  keep  fees  to  the  absolute 
minimum,  which  means,  in  the  con- 
text of  a  large  offering  of  this  sort, 
below  the  percentage  that  is  normally 
paid  to  investment  bankers  for  a 
smaller  transaction. 


The  Federal  Government  owns  Con- 
rail and  should  realize  the  highest  pos- 
sible return  from  the  sale.  Conrail  is 
required  to  turn  over  $300  million 
within  30  days  of  enactment,  which  is 
a  small  fraction  of  Conrail's  current 
cash  balance,  and  is  a  small  amount 
compared  to  the  enormous  investment 
made  by  the  Government  in  Conrail. 

Only  when  the  Secretary  determines 
that  the  United  States  will  receive  $1.7 
billion  from  the  sale  of  the  Govern- 
ment's common  stock  may  the  Gov- 
ernment begin  a  sale.  This  minimum 
price  is  simply  a  level  below  which  the 
Government  would  be  better  off  not 
selling  the  railroad.  The  Congressional 
Budget  Office  has  estimated  the  value 
of  Conrail  to  be  far  in  excess  of  this 
amount,  and  if  this  amount  cannot  be 
achieved  then  the  Government  would 
be  better  off  simply  allowing  Conrail 
to  repay  its  obligations  to  the  Govern- 
ment and  postponing  any  sale. 

The  Secretary  has  the  option  of  sell- 
ing less  than  all  the  common  stock  of 
the  Government  at  one  time.  For  ex- 
ample, the  Secretary  could  determine 
to  sell  one  third  at  a  time.  Before  the 
Secretary  may  choose  this  option, 
however,  she  must  determine  that  the 
proceeds  from  all  sales  will  equal  $1.7 
billion.  The  determination  must  be  a 
realistic  one,  with  an  accurate  assess- 
ment of  the  proceeds  from  the  first 
and  any  future  offerings. 

The  Secretary  also  has  the  authority 
to  require  the  Corporation  to  issue 
warrants  to  the  Government  if  the  is- 
suance of  warrants  will  increase  the 
proceeds  to  the  Government.  If  the 
decision  is  made  to  sell  warrants,  that 
decision  should  be  made  prior  to  the 
time  the  investment  banking  commu- 
nity begins  its  efforts  to  sell  the 
common  stock  so  investors  will  know 
the  investment  situation. 

The  bill  also  requires  the  Corpora- 
tion to  pay  $200  million  to  the  employ- 
ees for  the  wages  the  employees  gave 
up  after  1981.  This  amount  includes 
all  represented  employees,  including 
those  who  did  not  previously  sign  an 
agreement  with  Conrail.  Conrail 
should  pay  a  comparable  amount  to 
nonagreement  employees  for  their 
wage  give  up. 

The  bill  maintains  competition  in 
the  region,  but  Conrail  should  be 
aware  that  additional  competition  may 
be  necessary  in  some  parts  of  the 
region.  The  New  York  Susquehanna  & 
Western  Railroad  [NYS&W]  provides 
a  competitive  access  route  to  the  Port 
of  New  York/New  Jersey  in  competi- 
tion with  Conrail.  NYS&W  operates 
the  Rahway  Valley/Staten  Island 
Railroads  in  the  port  area  which  do 
not  connect  to  the  main  line  of 
NYS&W.  It  is  in  the  public  interest 
that  the  NYS&W  and  Rahway  Valley/ 
Staten  Island  be  connected  to  bring 
additional  benefits  of  competition  into 
the  port  area.  I  expect  NYS&W  and 
Conrail  to  make  a  good  faith  effort  to 


negotiate  overhead  trackage  rights 
over  the  most  practicable  Conrail  lines 
to  connect  the  two  geographically  sep- 
arate parts  of  the  NYS&W  system.  If 
Conrail  and  NYS&W  fail  to  reach 
agreement  it  is  my  intent  that 
NYS&W  be  free  to  reach  trackage 
rights  agreement  with  New  Jersey 
Transit  without  opposition  from  Con- 
rail. Such  opposition  would  be  incon- 
sistent with  the  competitive  spirit  of 
the  3R  Act. 

The  bill  also  contains  provisions  pro- 
tecting employees  in  the  sale  of  short 
lines  under  section  10901  of  the  Inter- 
state Commerce  Act.  Unfortunately 
the  ICC  has  misinterpreted  the  law  so 
that  this  action  was  necessary  to  re- 
quire the  imposition  of  labor  protec- 
tion in  these  sales.  The  ICC  should  un- 
derstand that  these  provisions  are  in- 
tended to  require  labor  protection  in 
short  line  sales  in  the  same  way  that 
labor  protection  is  required  elsewhere 
in  the  act.  The  ICC  is  not  free  to 
decide  that  labor  protection  is  some- 
thing that  they  would  rather  not 
impose  or  that  they  would  like  to 
change.  The  law  is  clear  and  they 
should  follow  it. 

This  bill  is  an  important  one,  and  I 
urge  my  colleagues  to  support  it. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, I  yield  8  minutes  to  the  gentle- 
man from  Ohio  [Mr.  Graoison]. 

Mr.  GRADISON.  Mr.  Chairman,  the 
reconciliation  bill  now  before  us  is  not 
a  sign  of  victory  over  the  deficit,  but 
an  admission  of  defeat.  It  is  a  sorry 
story  of  negatives  and  apologies, 
rather  than  action  and  success. 

Paced  with  opposition  from  those 
who  don't  want  to  cut  domestic  spend- 
ing, those  who  don't  want  to  cut  de- 
fense spending,  and  those  who  don't 
want  to  raise  new  revenues,  this  meas- 
ure gives  in  to  them  all.  It  ducks  the 
tough  choices  with  a  rag-tag  collection 
of  counterproductive  asset  sales  and 
dubious  revenue  enhancements. 

For  every  dollar  received  from  an 
asset  sale,  a  dollar  must  be  added  to 
deficit-reduction  baseline.  This  means 
that  passage  of  this  measure  is  worse 
than  a  "scam"— to  use  the  word  of  my 
distinguished  budget  committee  col- 
league from  Texas,  Mr.  Leath— for  it 
actually  raises  the  deficit-reduction 
glidepath.  The  consequences  of  this 
shortsighted  plan  is  to  guarantee  that 
we  will  not  even  come  close  to  next 
year's  deficit  target  of  $108  billion.  In 
fact,  we  may  find  ourselves  further 
from  it. 

In  this  Member's  view,  this  reconcili- 
ation package  will  backfire;  I  can 
speak  only  for  my  constituents.  They 
know  the  difference  between  real  defi- 
cit reduction  and  blue  smoke  and  mir- 
rors, and  I  am  clear  as  to  their  prefer- 
ence. 

Given  the  political  imperatives  that 
come  to  dominate  at  this  point  in  an 
even-numbered    year,    I    can    predict 
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with  confidence  that  this  bill  will  pass 
with  votes  to  spare.  Yet,  approval  will 
tell  the  world  that  the  $144-billion  def- 
icit target  for  fiscal  year  1987  will  not 
be  met.  that  the  goal  of  $108  billion 
for  fiscal  year  1988  is  out  of  the  ques- 
tion, that  the  United  States  will  con- 
tinue its  heavy  dependence  on  foreign 
capital,  and  that  our  trade  deficit  will 
stay  badly  out  of  balance. 

As  recently  as  a  week  ago,  our  nego- 
tiators were  moving  in  the  direction  of 
achieving  a  meaningful  part  of  the 
needed  deficit  reduction  through 
spending  reductions— half  domestic, 
half  defense.  But  that  gave  way  to  the 
need  to  reach  a  compromise  and  the 
difficulty  of  the  choices.  I  have  the 
highest  respect  for  those  in  both  par- 
ties and  in  both  Houses  who  developed 
the  bill  before  us.  But  this  Member, 
for  one.  would  prefer  sequestration  to 
this  reconciliation.  For  all  its  faults,  at 
least  sequestration,  by  actually  lower- 
ing the  deficit  scorekeeping  baseline, 
would  keep  the  deficit  on  a  downward 
path. 

While  Gramm-Rudman  has  rightful- 
ly forced  us  to  focus  on  the  deficit, 
that  focus  has  been  misdirected  by  po- 
litical and  budgetary  legerdemain.  And 
this  bad  bill  is  only  the  tip  of  the  ice- 
berg. Three  other  budget  accounting 
masquerades  come  to  mind: 

First,  the  recapitalization  of  the 
Federal  Savings  &  Loan  Insurance 
Corporation  [FSLIC]  uses  a  clever 
gimmick  to  hide  off-budget  approxi- 
mately $15  billion.  I  can  hardly  wait  to 
see  the  accounting  mechanism  that 
will  be  developed  to  hide  the  cost  of 
the  next  bailout  which  will  probably 
be  the  Farm  Credit  System. 

Second,  the  chartering  of  the  Corpo- 
ration for  Small  Business  investment 
[COSBI]  which  reports  savings  of  $850 
million  only  because  CBO  was  in- 
structed by  the  House  Budget  Com- 
mittee to  score  it  as  a  savings,  for  rec- 
onciliation purposes. 

Third,  the  creation  of  yet  another 
off-budget  Government-sponsored  en- 
terprise—the College  Construction 
Loan  Insurance  Association  which 
would  provide  a  significant  off-budget 
windfall  to  Sallie  Mae. 

Mr.  Chairman,  rather  than  dwell  on 
the  obvious,  I  close  by  expressing  my 
deep  disappointment  that  serious  ef- 
forts to  tackle  the  monstrous  deficit 
have  collapsed  and  come  to  this  unin- 
tended result.  If.  as  I  expect,  this  bill 
is  enacted,  we  will  be  back  next  year 
with  a  larger  deficit,  indeed  with  a  def- 
icit that  will  make  this  year's  problems 
look  like  a  tea  party. 

This  member  of  the  Budget  Commit- 
tee will  vote  "no"  on  reconciliation. 

Mr.  Chairman.  I  yield  my  remaining 
time  to  the  gentleman  from  Pennsyl- 
vania [Mr.  Goodling]  my  colleague  on 
the  Budget  Committee. 

The  CHAIRMAN.  Without  objec- 
tion, the  gentleman  from  Pennsylva- 
nia is  recognized. 


There  was  no  objeciton. 

Mr.  GEKAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  GOODLING.  I  am  happy  to 
yield  to  the  gentleman  from  Pennsyl- 
vania. 

Mr.  GEKAS.  Mr.  Chairman.  I  rise  in 
opposition  to  the  present  bill. 

Mr.  GOODLING.  Mr.  Chairman, 
neither  the  House  nor  the  Senate 
package  contains  any  significant  in- 
creases in  taxes  or  cuts  in  Federal 
spending,  although  in  the  House  we  do 
include  $1  billion  across  the  board 
which  I  understand  the  administration 
is  opposed  to  because,  of  course,  it 
would  also  reduce  defense  spending. 

It  is  too  late,  I  suppose,  to  talk  about 
this  year.  It  is  probably  the  best  we 
are  going  to  get,  or  perhaps  we  might 
say  the  worst  we  are  going  to  get, 
whichever  choice  you  want  to  make. 
But  we  do  want  to  keep  in  mind  that 
when  we  come  back  next  year  we  have 
a  real  serious  problem  facing  us. 

This  package  sells  assets.  You  can 
only  do  that  one  time,  and  some  of 
them  they  are  selling  they  have  been 
selling  ever  since  I  have  been  in  the 
Congress,  I  think,  so  I  do  not  know 
whether  they  will  get  them  sold  this 
time  or  not.  But  you  can  only  do  it 
once,  and  in  the  out  years,  of  course, 
you  lose  money  because  you  do  not 
have  any  of  the  interest  coming  in  on 
those  assets. 

Then  we  are  told  that  by  adding  tax 
collectors  we  are  going  to  receive  a 
great  deal  more  money  for  the  Treas- 
ury of  the  United  States.  It  was  sug- 
gested, as  a  matter  of  fact,  in  the  com- 
mittee, that  if  we  can  do  it  that  way, 
why  do  we  not  just  add  enough,  and 
we  will  just  wipe  out  the  entire  deficit. 
That  may  not  be  to  facetious,  because 
I  think  it  is  probably  no  different  than 
what  we  have  just  done  here. 

We  then  talk  about  shifting  $680 
million  from  the  1987  deficit.  I  cannot 
do  that  at  home  and  get  away  with  it. 
I  doubt  whether  we  are  going  to  get 
away  with  it  here.  It  just  means  it  is 
going  to  be  that  much  more  difficult 
when  we  come  back  next  year. 

As  was  mentioned  by  my  colleague, 
it  was  only  a  few  days  ago  when  I 
think  there  was  enough  courage  in  the 
Budget  Committee  to  cut  at  least  $5 
billion  across  the  board,  $2.5  billion 
domestic  and  $2.5  billion  defense.  Un- 
fortunately, we  have  to  deal  with  the 
administration  and  the  other  body  in 
putting  the  package  together,  so  that 
went  by  the  board. 

I  think  the  young  lady  who  wrote 
some  information  down  on  this  sheet 
for  me  sums  it  up  best  of  all  with  her 
last  line.  I  do  a  "plain  talk"  which  is  a 
letter  that  goes  out  to  the  press  on 
some  topic  each  week.  She  says  we  will 
be  able  to  write  another  really  enter- 
taining plain  talk  about  this,  but  it 
may  be  the  only  positive  characteristic 
of  the  entire  bill.  I  am  afraid  that  is 


probably  true,  and  I  yield  back  the 
balance  of  my  time. 

The  CHAIRMAN.  The  gentleman 
from  Pennsylvania  [Mr.  Goodling] 
yields  back  1  minute. 

Mr.  LOWRY  of  Washington.  Mr. 
Chairman,  I  yield  15  minutes  to  the 
distinguished  chairman  of  the  Ways 
and  Means  Committee,  the  gentleman 
from  Illinois  [Mr.  Rostenkowski]. 

D  1410 

Mr.  ROSTENKOWSKI.  Mr.  Chair- 
man, I  rise  today  to  urge  support  for 
this  reconciliation  bill  for  three  major 
reasons. 

First,  the  committee's  deficit  reduc- 
ing recommendations  are  not  blue 
smoke  and  mirrors.  Real  deficit  reduc- 
tion is  achieved.  In  addition  to  the  $6.2 
billion  of  Medicare  savings  achieved  by 
regulations,  the  bill  under  the 
Gramm-Rudman  baseline  assumptions 
reduces  the  deficit  by  some  $13.5  bil- 
lion over  the  next  3  fiscal  years. 

Medicare  outlays  are  reduced  by  lim- 
iting the  increase  in  the  hospital  reim- 
bursement rate  for  both  fiscal  year 
1987  and  1988,  and  capping  the  growth 
in  cost  reimbursement  for  hospital 
capital  expenses.  It  should  be  under- 
stood that  the  latter  is  a  stopgap  pro- 
vision. It  is  the  intent  of  the  Commit- 
tee on  Ways  and  Means  to  enact  legis- 
lation that  will  fold  capital  reimburse- 
ment into  the  existing  prospective 
payment  system. 

Several  revenue  provisions  are  in- 
cluded in  the  bill.  However,  there  are 
no  tax  rate  increases.  The  revenue 
provisions  are  either  extensions  of  tax 
rates  already  in  effect,  speedups  in  the 
collection  of  existing  taxes,  increased 
penalties  to  encourage  compliance,  or 
user  fees. 

The  bill  would  extend  the  3-percent 
telephone  tax  and  the  two-tenths  of  1 
percent  Federal  tax  on  wages  for  un- 
employment compensation  for  2  years. 

Tax  collections  of  State  and  local 
payroll  taxes  and  wine,  beer,  and  to- 
bacco excise  taxes  are  accelerated. 

Title  X  also  includes  a  new  provision 
of  law  which  would  impose  a  "customs 
user  fee"  on  all  commercial  entries  of 
imported  merchandise  of  0.5  percent 
ad  valorem  beginning  December  1, 
1986.  and  0.2  percent  ad  valorem  on 
October  1,  1987,  and  thereafter. 

The  proceeds  of  such  fees  would  be 
deposited  in  a  separate  account  within 
the  general  fund  of  the  Treasury  and 
would  be  available,  subject  to  appro- 
priation, to  the  Customs  Service  for 
carrying  out  its  operations. 

The  purpose  of  this  Customs  user 
fee  on  merchandise  entries  is  to  ensure 
that  the  costs  of  maintaining  Customs 
Services  are  paid  for  by  users  of  such 
services.  The  committee  made  certain 
that  receipts  from  such  fees  would  be 
dedicated  to  Customs  operations  and 
that  periodic  adjustments  in  the  fee 
structure  would  be  recommended  by 
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the  Secretary  of  the  Treasury  in  order 
to  ensure  that  such  fees  do  not  exceed 
the  overall  costs  of  Customs  oper- 
ations. The  committee  approved  a 
higher  fee  for  the  first  10  months  in 
order  to  cover  any  startup  costs  and  to 
compensate  for  anticipated  reductions 
in  the  level  of  imports  below  those 
projected  by  the  Congressional  Budget 
Office  as  a  result  of  the  lower  value  of 
the  dollar. 

The  fee  arrangement  adopted  by  the 
committee  is  fully  consistent  with  our 
GATT  obligations.  Article  2  of  GATT 
authorizes  signatories  to  impose  fees 
on  imports  commensurate  with  the 
costs  of  services  rendered.  Several 
other  countries,  including  Prance,  Por- 
tugal, Spain,  and  Sweden,  impose  fees 
for  the  processing  of  commercial  en- 
tries. 

Second,  the  bill  also  contains  impor- 
tant policies  which  aid  many  individ- 
uals. The  bill  eliminates  the  3-percent 
COLA  trigger  in  the  Social  Security 
Program.  Without  this  legislation, 
beneficiaries  in  the  Social  Security, 
veteran  pensions,  supplemental  securi- 
ty income,  and  railroad  retirement 
programs  would  receive  no  cost-of- 
living  increase  this  January. 

The  Medicare  hospital  deductible, 
which  was  scheduled  to  increase  to 
$572  in  1987,  an  increase  of  $80.  was 
held  to  an  increase  of  only  $8.  Impor- 
tant reforms  are  contained  in  the  bill 
which,  among  other  things,  ensure 
that  Medicare  beneficiaries  are  not 
moved  out  of  a  hospital  setting  prema- 
turely due  to  incentives  in  the  prospec- 
tive payment  system  and  ensure  that 
adequate  posthospital  services  are 
available. 

The  committee  again  recommends 
the  mandating  of  the  AFDC-two 
parent  program  so  that  unemployed 
fathers  will  not  have  to  leave  home  in 
order  for  their  children  to  receive 
APDC  and  Medicaid  benefits. 

The  reconciliation  bill  has  several 
provisions  which  are  designed  to  limit 
out-of-pocket  medical  costs  for  Medi- 
care beneficiaries.  Incentives  are  pro- 
vided to  encourage  physicians  to 
become  "participating  physicians" 
which  implies  that  the  beneficiary  is 
not  charged  more  than  Medicare 
allows.  Information  is  made  available 
to  assist  beneficiaries  who  wish  to 
select  a  participating  physician.  And 
perhaps,  most  importantly,  when  the 
freeze  on  actual  charges  for  nonparti- 
cipating  physicians  ends  this  Decem- 
ber, it  is  replaced  with  a  policy  which 
limits  the  increase  in  how  much  physi- 
cians can  charge  elderly  and  disabled 
individuals  beyond  what  Medicare 
pays. 

Also,  the  bill  mandates  that  hospi- 
tals serving  a  disproportionate  share 
of  low-income  patients  would  continue 
to  receive  periodic  interim  payments. 

Finally,  I  would  urge  my  colleagues 
to  support  this  bill  because  it  avoids 
the  Gramm-Rudman  sequester  order. 


While  this  bill  is  not  a  perfect  product, 
it  was  not  the  easy  way  out.  We  could 
have  used  the  $11  billion  revenue  in- 
crease for  fiscal  year  1987  in  the  tax 
reform  conference  report  to  avoid  the 
sequester,  forgotten  the  reconciliation 
bill,  and  gone  home.  However,  increas- 
ing reconciliation  savings  to  avoid  the 
sequester,  as  we  do  with  this  bill,  is 
clearly  a  more  preferable  approach. 

We  should  not  belittle  congressional 
efforts  to  reduce  the  deficit.  The  1986 
budget  deficit  will  probably  be  $225 
billion.  If  this  bill  is  enacted,  the  fiscal 
year  1987  deficit  will  likely  be  between 
$140  and  $150  billion.  That  is  $80  bil- 
lion of  deficit  reduction  in  1  year. 
Even  if  the  actual  fiscal  year  1987  defi- 
cit comes  in  $30  billion  higher,  $50  bil- 
lion is  significant  progress. 

I  have  attached  to  my  statement  a 
further  explanation  and  legislative 
history  concerning  the  provisions 
which  the  committee  adopted  on  Sep- 
tember 18  and  22,  and  which  were  not 
described  in  the  committee  report  ac- 
companying H.R. 5300. 

Medicare  Provisions 

hospital  rate  of  increase 

Present  law 

Under  present  law  the  medicare  prospec- 
tive payment  system  (PPS)  rates  are  to  be 
updated  annually  by  the  Secretary  of 
Health  and  Human  Services.  The  law  states 
that  the  update  should  reflect  increases  in 
hospital  input  prices,  but  not  to  exceed  the 
hospital  market  basket  (index  measuring 
hospital  input  prices). 

The  Secretary  of  HHS  promulgated  regu- 
lations that  would  provide  a  .5%  increase  in 
the  prospective  payment  rates  for  FY  1987. 

PPS-exempt  hospitals  are  paid  on  a  cost 
basis  subject  to  caps  on  the  maximum 
amount  of  allowable  reimbursement.  The 
Secretary  of  HHS  has  provided  a  .5%  in- 
crease for  FY  87. 

Explanation  of  provision 
The  bill  would  require  that  PPS  hospitals 
be  provided  a  1.0%  increase  in  the  payment 
amounts  for  FY  87  and  an  increase  of  hospi- 
tal market  basket  minus  two  percentage 
points  for  FY  88. 

PPS-exempt  hospitals  would  be  provided  a 
1.0%  increase  in  the  cost  limits  for  FY  87. 
and  an  increase  of  hospital  market  basket 
minus  2.0%  for  FY  88. 

The  provisions  would  be  effective  for  cost 
reporting  periods  beginning  during  FY  87 
and  FY  88  for  prospective  payment  system 
exempt  hospitals:  and  for  discharges  occur- 
ring during  FY  87  and  FY  88  for  prospective 
payment  system  hospitals. 

2.  PROMPT  PAYMENT  FOR  MEDICARE  PROVIDERS 

Present  law 
There  are  no  current  law  requirements 
concerning  prompt  payment  of  claims.  His- 
torically, medicare  has  processed  both  part 
A  and  part  B  claims  in  a  timely  manner.  In 
recent  administrative  action  HCFA  has 
slowed  down  processing  time  for  part  A 
claims  from  an  average  of  9  days  in  FY  1985 
to  27  days  at  the  end  of  FY  86;  and  for  part 
B  claims  from  11  days  in  FY  85  to  27  days  at 
the  end  of  FY  86. 

Explanation  of  provision 
Payment    of    medicare    part    A    "clean" 
claims  would  be  required  within  22  days,  ef- 
fective for  claims  received  on  or  after  Octo- 


ber 1,  1987.  "Clean"  claims  are  those  claims 
which  include  substantiating  documenta- 
tion. 

Payment  of  medicare  part  B  "clean" 
claims  for  services  provided  by  nonpartici- 
pating  physicians  and  suppliers  would  be  re- 
quired to  be  paid  within  22  calendar  days  of 
receipt  effective  October  1,  1987.  "Clean" 
claims  submitted  by  ptu'ticipating  physi- 
cians and  suppliers  would  be  required  to  be 
paid  within  U  days  of  receipt  by  the  medi- 
care carrier  effective  October  1,  1987. 

I»rovisions  eliminating  periodic  interim 
payments  for  certain  providers  would  be  ef- 
fective August  1.  1987. 

DELAY  IN  PROMULGATION  OP  REGULATIONS 

Present  law 
Under  current  law.  the  Secretary  of 
Health  and  Human  Services  has  been  given 
broad  authority  to  issue  regulations,  in- 
structions to  medicare  carriers  and  fiscal  in- 
termediaries, and  other  changes  in  policy  to 
implement  the  medicare  law.  Generally,  reg- 
ulations, instructions,  or  changes  in  policy 
must  be  issued  in  final  form  prior  to  August 
15  or  prior  to  October  6  to  be  included  in 
the  August  or  October  Gramm-Rudman 
baseline.  As  an  exception  to  this  general 
rule,  proposed  regulations  updating  the  pro- 
spective payment  amount  for  hospital  oper- 
ating costs  are  included  in  the  August  or  Oc- 
tober Gramm-Rudman  baseline  if  they  are 
Issued  prior  to  the  August  15  or  October  6 
deadline.  Under  P.L.  98-21,  capital-related 
costs  were  excluded  from  the  prospective 
payment  system  until  October  1,  1986.  P.L. 
99-369  extended  this  exclusion  until  Octo- 
ber 1.  1987. 

Reasons  for  change 

The  Secretary  of  Health  and  Human  Serv- 
ices has  recently  used  administrative  regula- 
tory authority  to  make  major  changes  in 
medicare  policy  without  seeking  new  legisla- 
tive authority.  To  ensure  that  Congress  has 
time  to  review  such  changes  and  to  alter  the 
approach,  if  appropriate,  the  Committee  be- 
lieves that  it  is  necessary  to  impose  a  tempo- 
rary moratorium  on  major  rules  (and  other 
changes  in  policy)  that  would  result  in  re- 
duced medicare  outlays  of  $50,000,000  or 
more  in  fiscal  1988.  The  Committee  is  par- 
ticularly concerned  about  the  ability  of  the 
Secretary  to  issue  regulations  changing  the 
method  of  payment  for  capital-related  costs. 
To  ensure  that  the  Congress  has  ample  op- 
portunity to  legislate  a  capital  reimburse- 
ment policy,  the  Committee  believes  that  it 
is  necessary  to  impose  a  moratorium  on  pro- 
mulgation of  final  regulations  concerning 
capital  reimbursement  and  to  clarify  appli- 
cation of  existing  law  to  ensure  that  pro- 
posed regulations  related  to  capital  reim- 
bursement are  not  included  in  the  Gramm- 
Rudman  baseline  calculations. 

Explanation  of  provision 

The  Secretary  of  Health  and  Human  Serv- 
ices would  be  prohibited  from  issuing  in 
final  form  any  regulation,  instruction,  or 
other  policy  before  September  15,  1987, 
which  is  estimated  by  the  Secretary  to 
achieve  medicare  savings  in  fiscal  year  1988 
of  more  than  $50,000,000,  except  as  required 
to  implement  specific  provisions  required 
under  statute.  Regulations,  instructions  or 
other  policy,  issued  in  violation  of  this  pro- 
vision would  be  null  and  void  and  should  not 
be  included  in  any  baseline  estimate  project- 
ed medicare  outlays  by  the  Congressional 
Budget  Office  or  the  Office  of  Management 
and  Budget. 

The  exception  for  regulations,  instruc- 
tions, or  policies  required  to  implement  spe- 


UMI 


September  24,  1986 


CONGRESSIONAL  RECORD— HOUSE 


25905 


cific  provisions  required  under  statute 
should  be  strictly  construed.  A  provision 
that  authorizes,  but  does  not  require,  the 
Secretary  to  maice  certain  adjustments 
would  not  suffice  to  trigger  the  exception. 
Similarly,  a  general  requirement  that  reim- 
bursement rates  for  a  class  of  services  be  set 
at  a  "reasonable"  level  should  not  be  viewed 
as  sufficient  to  trigger  the  exception.  The 
exception  would,  however,  apply  to  a  provi- 
sion which  requires  the  Secretary  to  take  a 
s|}ecific  action  or  to  implement  a  specific 
provision  by  a  certain  date.  The  exception 
would  also  apply  to  a  provision  which  re- 
quires the  Secretary  to  make  a  specific 
change  in  reimbursement  policy. 

A  special  rule  applies  to  regulations  con- 
cerning reimbursement  of  capital-related 
costs.  The  Secretary  would  be  prohibited 
from  publishing  in  final  form  any  regula- 
tion regarding  changes  in  the  methodology 
for  computing  the  amount  of  payment  for 
capital-related  costs  for  inpatient  hospital 
services  under  medicare  part  A.  The  prohi- 
bition would  be  effective  between  Septem- 
ber 1,  1986  and  September  1,  1987.  (For  pur- 
poses of  this  provision,  the  term  "capital-re- 
lated costs"  refers  to  those  capital-related 
costs  that  are  specifically  excluded  under 
Section  1886(a)(4)  of  the  Social  Security  Act 
from  the  term  "operating  costs  of  inpatient 
hospital  services"  (as  defined  in  that  sec- 
tion) for  cost  reporting  periods  beginning 
prior  to  October  1,  1987.)  Any  regulation 
published  in  violation  of  this  provision 
would  be  void  and  should  not  be  considered 
either  by  the  Congressional  Budget  Office 
or  the  Office  of  Management  and  Budget  in 
any  baseline  estimate  of  projected  budget 
outlays. 

Finally,  the  Committee  amendment  clari- 
fies references  in  current  law  to  regulations 
issued  in  final  or  proposed  form  pursuant  to 
Sections  1886(b)(3)(B),  1886(d)(3)(A),  and 
1886(e)(4)  of  the  Social  Security  Act.  Under 
the  Committee  amendment,  no  such  refer- 
ence should  be  construed  as  including  any 
regulation  with  respect  to  capital-related 
cosU.  Sections  1886(b)(3)(B),  1886(d)(3)(A), 
and  1886(e)(4)  concern  the  Secretary's  au- 
thority to  issue  regulations  specifying  the 
"applicable  percentage  increase"  used  to 
update  the  target  rates  for  prospective  pay- 
ment system  (PPS)  exempt  hospitals  and 
the  average  standardized  payment  amounts 
for  PPS  hospitals  reimbursed  under  PPS. 
Under  the  Committee  amendment,  the  ref- 
erence in  Section  251(a)(6)(D)(ii)  of  P.L.  99- 
177  to  Sections  1886(b)(3)(B),  1886(d)(3)(A) 
and  1886(e)(4)  of  the  Social  Security  Act 
would  apply  only  to  regulations  specifying 
the  "applicable  percentage  increase"  and 
not  to  regulations  related  to  the  inclusion  of 
capital-related  costs  into  prospective  pay- 
ment. Therefore,  no  proposed  regulation  al- 
tering the  method  of  payment  for  capital- 
related  costs  should  be  included  by  the  Con- 
gressional Budget  Office  or  the  Office  of 
Management  and  Budget  in  estimates  of 
projected  outlays  under  final  or  proposed 
regulations  issued  pursuant  to  Sections 
1886(b)(3)(B),  1886(d)(3)(A),  or  1886(e)(4). 

The  provision  is  effective  on  enactment. 

Revenue  Provisions 
1.  increases  in  certain  tax  penalties 
a.  Penalty  for  failure  to  make  deposit  of 
taxes 
Present  Law 
A  number  of  taxpayers  (such  as  employ- 
ers) are  required  to  make  periodic  deposits 
of  various  taxes  (such  as  social  security 
taxes  or  income  taxes  withheld  from  em- 


ployees) prior  to  the  close  of  the  taxable 
year.  Taxpayers  who  fail  to  comply  with 
these  deposit  requirements  may  be  subject 
to  a  penalty  of  5  percent  of  any  underde- 
posit  not  deposited  on  or  before  the  pre- 
scribed date,  unless  it  is  shown  that  the  fail- 
ure is  due  to  reasonable  cause  and  not  due 
to  willful  neglect  (Code  sec.  6656). 
Reasons  for  Change 

The  committee  believes  that,  in  light  of 
the  present  budgetary  situation,  it  is  appro- 
priate to  increase  the  level  of  this  penalty, 
which  will  provide  additional  encourage- 
ment for  taxpayers  to  make  these  deposits 
punctually. 

Explanation  of  Provision 

The  penalty  for  failure  to  comply  with 
these  deposit  requirements  is  increased 
from  5  percent  to  10  percent  of  the  amount 
of  any  underdeposit. 

Effective  date:  This  provision  is  effective 
for  deposits  required  to  be  made  (whether 
by  the  Code  or  by  regulations)  after  the 
date  of  enactment  of  this  Act. 
b.  Penalty  for  substantial  understatement  of 
tax  liability 
Present  Law 

If  a  taxpayer  substantially  understates 
income  tax  for  any  taxable  year,  the  tax- 
payer must  pay  an  addition  to  tax  equal  to 
10  percent  of  the  underpayment  of  tax  at- 
tributable to  the  understatement  (sec.  6661). 
An  understatement  is  substantial  if  it  ex- 
ceeds the  greater  of  10  percent  of  the  tax  re- 
quired to  be  show  on  the  tax  return  or 
$5,000  ($10,000  in  the  case  of  most  corpora- 
tions). An  understatement  is  generally  the 
excess  of  the  amount  of  tax  required  to  be 
shown  on  a  tax  return  over  the  amount  of 
tax  actually  shown  on  the  tax  return.  The 
penalty  generally  does  not  apply  to  amounts 
with  respect  to  which  (1)  there  was  substan- 
tial authority  for  the  taxpayer's  treatment 
of  the  amount,  or  (2)  the  taxpayer  discloses 
the  relevant  facts  with  respect  to  that 
amount  on  the  tax  return.  The  IRS  has  the 
authority  to  waive  all  or  a  portion  of  this 
addition  to  tax  if  the  taxpayer  shows  that 
there  was  reasonable  cause  for  the  under- 
statement and  that  the  taxpayer  acted  in 
good  faith. 

Reasons  for  Change 

The  committee  believes  that,  in  light  of 
the  present  budgetary  situation,  it  is  appro- 
priate to  increase  the  level  of  this  penalty. 
Explanation  of  Provision 

The  addition  to  tax  for  a  substantial  un- 
derstatement of  tax  liability  is  increased 
from  10  percent  to  25  percent,  effective  for 
returns  the  due  date  of  which  is  after  De- 
cember 31,  1986. 

The  committee  notes  that  the  conference 
agreement  on  H.R.  3838  (the  Tax  Reform 
Act  of  1986)  would  increase  this  addition  to 
tax  for  a  substantial  understatement  of  tax 
liability  form  10  percent  to  20  percent  of  the 
amount  of  the  underpayment  of  tax  attrib- 
utable to  the  understatement.  Thus,  under 
the  committee's  budget  reconciliation  bill, 
the  level  of  this  penalty  would  be  increased 
an  additional  5  percent  beyond  the  level 
agreed  to  in  the  Tax  Reform  Act  of  1986. 

2.  TIME  FOR  PAYMENT  OF  TOBACCO,  WINE,  AND 
BEER  EXCISE  TAXES 

Present  Law 
Under  present  law,  excise  taxes  on  tobacco 
products,  wine,  and  beer  are  payable  with 
respect  to  semi-monthly  periods,  with  pay- 
ments being  due  the  following  number  of 
days  after  close  of  the  semi-monthly  period 
during  which  the  taxable  event  occurs: 


Tobacco  products  25  days. 

Wine  and  beer  15  days. 

In  certain  cases,  payors  of  these  excise 
taxes  must  pay  by  means  of  electronic 
transfer  of  funds. 

Reasons  for  Change 
The  committee  believes  that  the  present 
budgetary  situation  requires  more  effective 
cash  flow  methods  such  as  that  provided  by 
accelerated  deposits  of  excise  taxes. 

Explanation  of  Provision 
Under  the  committee  amendment,  the 
payment  date  for  the  tobacco  products, 
wine,  and  beer  excise  taxes  is  reduced  to  14 
days  after  the  close  of  the  semi-monthly 
period  during  which  the  products  are  re- 
moved from  bonded  premises.  If  the  regular 
payment  date  falls  on  a  Saturday,  Sunday, 
or  legal  holiday,  payment  is  due  on  the  last 
preceding  business  day.  The  present-law 
rules  requiring  electronic  transfer  of  funds 
in  certain  cases  are  retained. 

Effective  date:  This  provision  applies  to 
taxable  products  removed  during  semi- 
monthly periods  ending  on  or  after  Decem- 
ber 31,  1986.  Under  a  special  rule,  tobacco 
excise  taxes  for  the  semi-monthly  period 
ending  on  December  15.  1986,  will  be  due  on 
January  14,  1986  (rather  than  January  10, 
1986). 

3.  TAX  TREATMENT  OF  CONRAIL  PUBLIC  SALE 

Present  law 
Tax  attributes 

In  general,  the  purchase  of  all  or  part  of  a 
corporation's  stock  has  no  effect  '  i  a  corpo- 
ration's tax  attributes:  thus,  a  co.  ^oration's 
net  operating  loss  ("NOL"),  investment  tax 
credit  ("ITC"),  and  other  carryovers  gener- 
ally survive.  Similarly,  a  stock  purchase  has 
no  effect  on  a  corporation's  earnings  and 
profits  ("E&P")  and  aggregate  asset  basis. 

Carryovers 

Under  the  Internal  Revenue  Code  of  1954, 
in  the  case  of  taxable  stock  purchases.  NOL 
and  ITC  carryovers  are  eliminated  if  one  or 
more  of  a  loss  corporation's  ten  largest 
shareholders  increase  their  common  stock 
ownership  by  more  than  50  percentage 
points  within  a  two-year  period,  unless  the 
loss  corporation  continues  to  conduct  a 
trade  or  business  that  was  conducted  before 
the  ownership  change.  Amendments  were 
made  to  these  special  limitations  by  the  Tax 
Reform  Act  of  1976  that  would  substantially 
change  the  1954  Code  provisions;  the  effec- 
tive date  of  these  amendments  was  repeat- 
edly postponed  until  January  1.  1986.' 

Section  269  authorizes  the  disallowance  of 
NOL  and  ITC  carryovers  after  the  purchase 
of  a  controlling  stock  interest  in  a  loss  cor- 
poration, but  applies  only  if  it  is  determined 
that  tax  avoidance  was  the  primary  purpose 
of  the  purchase. 

Earnings  and  Profits 
In  general,  the  amount  of  a  distribution 
by  a  corporation  to  a  shareholder  is  includ- 
ible in  the  shareholder's  gross  income  as 
dividend  only  to  the  extent  the  distribution 
is  made  out  of  current  or  accumulated  E&P. 
If  a  distribution  exceeds  E&P,  the  balance  is 
treated  as  a  tax-free  return  of  capital.  To 
the  extent  the  distribution  exceeds  the  basis 
of  the  stock,  the  excess  generally  is  taxed  at 
capital  gain  rates. 


'  Pending  tax  reform  legislation  (H.R.  3838) 
would  retroactively  repeal  the  1976  amendments,  as 
well  as  substantially  change  the  19&4  Code  provi- 
sions. 
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Asset  Basis 
A  stock  purchase  would  not  affect  a  corpo- 
ration's aggregate  basis  for  its  assets,  unless 
an  election  to  treat  the  stock  purchase  as  an 
asset  purchase  were  made  or  deemed  made 
under  section  338. 

Cancellation  of  debt  and  preferred  stock 
Section  61  of  the  Code  generally  provides 
that  the  discharge  of  Indebtedness  results  in 
the  realization  of  income  by  the  debtor. 
Under  section  108(a).  Income  from  the  dis- 
charge of  indebtedness  incurred  by  a  corpo- 
ration is  excluded  from  gross  income  if  the 
corporation  elects  to  reduce  the  basis  of  its 
depreciable  property  by  the  excluded 
amount  (under  section  1017).  Section 
108(EK6)  provides  an  additional  exception 
where  a  corptoration  acquires  its  debt  from  a 
shareholder  as  a  contribution  to  capital. 

Ordinarily,  the  cancellation  of  preferred 
stock  would  be  a  nontaxable  event;  however, 
preferred  stock  could  be  recharacterized  as 
debt  the  cancellation  of  which  gives  rise  to 
income. 

Reasons  for  Change 

The  Conrail  Privatization  Act  authorizes  a 
public  sale  of  stock  in  Conrail.  Special  tax 
provisions  are  required  to  implement  certain 
aspects  of  the  public  sale.  Further,  the  com- 
mittee determined  that  it  would  be  inappro- 
priate to  permit  the  transfer  of  tax  benefits 
that  directly  resulted  from  investments 
made  by  the  Federal  Government.  Under 
present  law.  it  is  likely  that  Conrail's  NOL. 
ITC,  and  other  carryovers  would  survive  the 
public  sale.  Further,  depending  on  the  iden- 
tity of  Conrail's  shareholders  after  the  sale, 
any  deficit  in  Conrail's  E&P  (the  existence 
of  which  is  suggested  by  the  NOL  car- 
ryovers) could  generate  additional  tax  bene- 
fits. For  example,  for  individuals  who  pur- 
chase Conrail  stock,  a  deficit  in  E&P  would 
enable  Conrail  to  pay  tax-free  dividends 
(after  the  distribution  of  any  post-sale  cur- 
rent E&P).  On  the  other  hand,  non-control- 
ling corporate  shareholders  who  are  eligible 
for  the  dividends  received  deduction  would 
view  the  possibility  of  capital-gain  dividends 
(after  recovery  of  basis)  as  a  disadvantage. 
Under  the  committee's  bill,  the  price  for 
which  Conrail  stock  is  sold  will  be  based  on 
Conrail's  value,  without  inflation  or  reduc- 
tion because  of  the  corporation's  tax  histo- 
ry. 

Explanation  of  Provisions 
Under  the  committee  amendment,  the 
public  sale  of  stock  in  Conrail  will  be  treat- 
ed as  a  purchase  of  Conrail's  assets:  Conrail 
will  be  treated  as  a  new  corporation  that 
purchased  all  of  its  assets  as  of  the  begin- 
ning of  the  day  after  the  public  sale,  for  an 
amount  equal  to  the  "deemed  purchase 
price"  (defined  below).  As  a  consequence  of 
conforming  the  tax  treatment  of  the  stock 
sale  to  that  of  a  sale  of  assets.  Conrail's 
NOL,  ITC,  and  capital  loss  carryovers  attrib- 
utable to  periods  before  the  public  sale  will 
not  be  carried  forward  for  use  in  any  period 
after  the  public  sale.  Conrail's  carryovers 
will  be  available  to  offset  income  or  tax  li- 
abUity  determined  with  respect  to  a  taxable 
year  ending  prior  to  the  public  sale.  An- 
other consequence  of  the  deemed  asset  pur- 
chase will  be  the  termination  of  Conrail's 
taxable  year. 

The  t>asis  of  Coru-aU's  assets  will  be  ad- 
justed to  reflect  the  buyers'  cost,  measured 
by  the  stock  purchase  price,  liabilities,  and 
other  relevant  items  ie.g..  the  payment  for 
back  wages  that  the  amendment  requires  to 
be  capitalized,  described  below).  This 
"deemed  purchase  price"  will  be  grossed  up 


to  reflect  100  percent  of  the  stock  in  Con- 
rail. 

In  general,  the  committee  amendment  re- 
quires the  allocation  of  the  deemed  pur- 
chase price  among  Conrail's  assets  in  a 
maimer  that  is  consistent  with  the  tempo- 
rary regulations  promulgated  under  section 
338  (generally,  first  to  cash,  then  among  all 
other  assets— excluding  assets  in  the  nature 
of  good  will— in  proportion  to  fair  market 
values,  and  then  to  goodwill  or  going  con- 
cern value).  The  secretary  is  to  establish 
specific  guidelines  for  the  allocation  so  that 
the  basis  of  conrail's  assets  will  be  ascertain- 
able before  the  public  sale.  The  amendment 
contemplates  that  the  secretary  will  resolve 
issues  relating  to  (1)  the  amount  of  liabil- 
ities to  be  included  in  the  deemed  purchase 
price,  (2)  the  extent  to  which  any  portion  of 
the  purchase  price  should  be  allocated  to  in- 
tangibles, and  (3)  the  relative  values  of  con- 
rail's assets,  among  other  issues. 

The  committee  amendment  provides  that 
no  amount  will  be  included  in  the  gross 
income  of  any  person  by  reason  of  the  can- 
cellation of  any  obligation  or  preferred 
stock  of  Conrail. 

The  committee  amendment  preserves  the 
status  of  Conrail's  Employee  Stock  Owner- 
ship Plan  ("ESOP")  as  a  qualified  plan 
under  section  401  and  section  501.  First,  the 
amendment  provides  that  the  limits  on  con- 
tributions and  benefits  generally  applicable 
to  ESOPs  (section  415)  will  not  apply  with 
respect  to  interests  in  stock  transferred  to 
the  Conrail  ESOP  as  the  result  of  the  public 
sale  or  a  previously  enacted  law.  Second,  the 
amendment  provides  an  exception  to  the 
general  rule  that  precludes  a  participant 
from  withdrawing  contributions  made  on 
the  participant's  behalf  prior  to  the  expira- 
tion of  two  years  after  the  year  in  which  the 
contributions  were  made. 

Further,  the  committee  amendment  pro- 
scril)es  the  deduction  of  any  amount  paid 
after  the  date  of  the  public  sale  to  Conrail 
employees  for  services  performed  on  or 
before  the  date  of  the  public  sale,  to  the 
extent  such  payments  are  made  for  the  pur- 
pose of  increasing  wages  or  benefits  to  in- 
dustry standards. 

The  committee  amendment  includes  a 
number  of  definitions  for  purposes  of  the 
special  tax  provisions.  The  term  "Conrail " 
means  the  Consolidated  Rail  Corporation, 
as  well  as  any  corporation  that  was  an  80- 
percent  controlled  subsidiary  of  Conrail  im- 
mediately before  the  public  sale.  The  term 
"public  sale"  means  the  sale  of  stock  in  Con- 
rail pursuant  to  a  public  offering  under  the 
Conrail  Privatization  Act:  if  there  is  more 
than  one  public  offering,  such  term  means 
the  sale  pursuant  to  the  initial  public  offer- 
ing. 

Effective  date:  These  provisions  are  effec- 
tive upon  enactment. 

4.  PORT  USE  TAX  AND  RELATED  TRUST  FUND; 
INLAND  WATERWAYS  TRUST  FUND  AND  FUEL  TAX 

In  General 

The  committee  amendment  includes  the 
revenue  provisions  of  H.R.  6  (title  XV)  as 
passed  by  the  House  on  November  13,  1985, 
with  two  modifications.  First,  the  effective 
date  of  the  provisions  is  changed  from  Janu- 
ary 1,  1986  to  January  1,  1987.  Second,  the 
mechanism  for  alleviating  a  double  burden 
of  toll  charges  and  port  use  taxes  on  cargo 
shipped  through  the  Saint  Lawrence 
Seaway  is  changed  from  a  credit  against  the 
port  use  tax  for  payment  of  the  tolls  to  a 
rebate  of  the  tolls. 

The  legislative  history  of  these  provisions 
(other  than  the  two  modifications)  is  set 
forth  in  House  Report  99-251  (Part  III). 


The  following  is  an  overview  of  the  princi- 
pal provisions  of  the  committee  amendment. 
Overview 
Port  use  tax 

The  committee  amendment  imposes  a  new 
0.04  percent  (4  cents  per  $100)  excise  tax  on 
the  value  of  commercial  cargo  loaded  onto 
or  unloaded  from  a  commercial  Vessel  at  a 
port  in  the  United  States. 

The  port  use  tax  does  not  apply  to  cargo 
where  the  transportation  of  that  cargo  has 
been  (or  will  be)  subject  to  the  excise  tax  on 
diesel  or  other  fuels  used  on  the  inland  wa- 
terways under  Code  section  4042.  Also,  the 
port  use  tax  does  not  apply  to  fish  or  other 
aquatic  animal  life  caught  during  a  voyage. 

The  port  use  tax  does  not  apply  to  cargo 
when  loaded  or  unloaded  at  ports  in  Hawaii 
or  in  any  possession  of  the  United  States; 
also,  the  tax  does  not  apply  to  cargo  when 
loaded  on  a  vessel  at  any  U.S.  port  for  ulti- 
mate use  or  consumption  in  Hawaii  or  a  pos- 
session. If  the  cargo  loaded  in  Hawaii  or  a 
U.S.  possession  is  unloaded  at  a  port  in  the 
United  States,  then  the  port  use  tax  applies 
when  the  cargo  is  so  unloaded. 

Generally,  as  determined  under  Treasury 
regulations,  the  port  use  tax  is  to  be  admin- 
istered by  the  U.S.  Customs  Service,  with 
penalties  applicable  as  under  the  customs 
laws,  and  not  under  the  tax  administrative 
procedures  of  Subtitle  P  of  the  Internal 
Revenue  Code.  For  purposes  of  determining 
court  jurisdiction,  the  tax  is  to  be  treated  as 
if  it  were  a  customs  duty. 

The  committee  amendment  establishes  a 
new  Port  Infrastructure  Development  and 
Improvement  Trust  Fund  in  the  Treasury. 
The  Trust  Fund  is  to  receive  amounts  equiv- 
alent to  revenues  from  the  new  port  use  tax. 
In  addition,  the  committee  amendment  au- 
thorizes appropriations  to  the  Trust  Fund 
of  sufficient  general  revenues  for  each  fiscal 
year  such  that  the  total  of  port  use  tax  rev- 
enues and  general  revenues  for  the  fiscal 
year  equals  $1  billion.  The  committee 
amendment  specifies  the  permitted  expendi- 
tures out  of  the  Trust  Fund.  The  Trust 
Fund  statute  is  placed  in  the  Trust  Fund 
Code  of  the  Internal  Revenue  Code. 

Effective  date:  These  provisions  are  effec- 
tive on  January  1,  1987.  Thus,  the  port  use 
tax  applies  to  cargo  loaded  or  unloaded  on 
or  after  January  1,  1987. 

Inland  waterways  trust  fund 

The  committee  amendment  places  the 
Inland  Waterways  Trust  Fund  statute  in 
the  Trust  Fund  Code  of  the  Internal  Reve- 
nue Code.  The  amendment  provides  that 
not  more  than  one-third  of  the  cost  of  speci- 
fied waterway  construction  projects  under 
section  202(a)  of  the  Water  Resources  De- 
velopment Act  (H.R.  6  as  passed  by  the 
House)  and  not  more  than  one-sixth  of  cer- 
tain relocation  costs  under  section  202(b)  of 
that  Act  may  be  paid  out  of  the  Trust  Fund. 

The  committee  amendment  adds  the  Ten- 
nessee-Tombigbee  Waterway  to  the  list  of 
inland  and  intracoastal  waterways  the  com- 
mercial use  of  which  is  subject  to  the  Inland 
waterways  fuel  tax  under  Code  section  4042. 
There  is  no  other  change  in  the  fuel  tax. 

Effective  date:  These  provisions  are  effec- 
tive on  January  1, 1987. 

5.  OIL  SPILL  LIABIUTY  TRUST  FUND;  TAX  ON 
PETROLEUM 

In  General 
The  committee  amendment  includes  the 
Oil  Spill  Liability  Trust  Fund  and  revenue 
provisions  of  H.R.  2005  (title  V,  part  III)  as 
passed  by  the  House  on  December  10,  1985, 
with  certain  modifications.  (See,  H.  Rept. 
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99-253.  Part  2.)  First,  the  effective  period  of 
the  provisions  is  changed  from  January  1, 
1986  through  September  30.  1990  to  Janu- 
ary 1.  1987  through  December  31,  1991. 
Second,  cross  references  are  to  expenditure 
provisions  of  the  Comprehensive  Oil  Pollu- 
tion Liability  and  Compensation  Act  of  H.R. 
5300  (title  VI,  subtitle  F)  as  reported  by  the 
House  Budget  Committee.  Third,  a  techni- 
cal correction  is  made  of  the  $30  million 
minimum  balance  provision  (limiting  pay- 
ments which  reduce  the  fund  below  this  bal- 
ance to  payments  for  removal  costs). 
Overview 
Oil  spill  liability  trust  fund 

The  committee  amendment  establishes  in 
the  Treasury  an  Oil  Spill  Uability  Trust 
Fund,  to  be  funded  in  part  by  a  1.3-cent5- 
per-barrel  excise  tax  on  domestic  and  im- 
ported petroleum.  Amounts  in  the  Oil  Spill 
Fund  will  be  available  for  removal  costs,  cer- 
tain damages  associated  with  oil  spills,  and 
contributions  to  an  International  Oil  Spill 
Liability  Trust  Fund  if  the  convention  es- 
tablishing such  fund  comes  into  force  with 
respect  to  the  United  States.  No  amounts 
will  be  payable  to  State  or  local  govern- 
ments for  natural  resource  damage  claims 
or  lost  tax  revenue  or  for  other  purposes  un- 
related to  the  cleanup  of  oil  spills.  Amounts 
payable  to  the  International  Fund  are  re- 
stricted to  provide  conformity  with  the  ex- 
penditure purposes  of  the  domestic  fund. 
Excess  amounts  remaining  in  the  funds  cre- 
ated by  the  Deepwater  Port  Act  and  the 
Outer  Continental  Shelf  Act  are  transferred 
to  the  Oil  Spill  Liability  Trust  Fund. 

Effective  date:  The  trust  fund  provisions 
are  effective  on  January  1,  1987. 

Oil  spill  liability  trust  fund  excise  tax  on 
petroleum 

A  new  excise  tax  of  1.3-cents-per-barrel  is 
imposed  on  domestic  crude  oil  and  on  petro- 
leum products  (including  crude  oil)  that  an 
imported  into  the  United  States.  The  tax  is 
imposed  on  the  same  crude  oil  and  petrole- 
um products,  and  is  subject  to  the  same 
definitional  and  other  provisions,  as  the  Su- 
perfund  petroleum  tax  (Code  sec.  4611) 
which  expired  on  September  30,  1985.  A 
credit  against  the  oil  spill  tax  is  allowed  to 
the  extent  that  the  taxpayer  contributed  to 
the  Deepwater  Port  Liability  F\ind  or  the 
Offshore  Oil  Pollution  Compensation  Fund 
before  January  1,  1987.  Amounts  equivalent 
to  the  revenues  from  the  tax  are  deposited 
in  the  Oil  Spill  Liability  Trust  Fund.  The 
collection,  enforcement,  and  penalty  provi- 
sions are  the  same  as  under  the  prior  law 
Superfund  petroleum  tax. 

Effective  date:  The  excise  tax  provisions 
are  effective  on  January  1,  1987.  The  petro- 
leum tax  expires  on  December  31.  1991. 

Trade  Provision 
1.  customs  service  user  fee 
Present  law 
The  Consoldiated  Omnibus  Budget  Act  of 
1985  (P.L.  99-272)  for  the  first  time  imposed 
a  schedule  of  customs  users  fees  to  cover 
Customs'  costs  of  processing  the  arrival  of 
vessels,    trucks,    trains,   private   boats   and 
planes,  and  passengers.  No  fees  were  im- 
posed, however,  on  the  processing  of  com- 
mercial merchandise. 

Reasons  for  change 
The  total  revenues  of  approximately  $200 
million  per  year  realized  from  the  existing 
fees  fall  far  short  of  covering  the  costs  of 
Customs  operations.  Article  II,  section  2  of 
the  General  Agreement  on  Tariffs  and 
Trade  (GATT)  authorizes  any  contracting 


party  to  impose  at  any  time  on  the  importa- 
tion of  any  product,  "fees  or  other  charges 
commensurate  with  the  costs  of  services 
rendered."  Several  other  countries  including 
France.  Egypt,  Portugal,  Spain  and  Sweden, 
impose  fees  for  the  processing  of  commer- 
cial entries. 

These  fees  are  intended  solely  to  cover  the 
costs  of  maintaining  the  operations  of  the 
Customs  Service  and  the  Committee  be- 
lieves that  such  fees  are  consistent  with  the 
GATT  exception  regarding  such  charges. 
During  Committee  deliberations,  questions 
were  raised  concerning  the  0.5  percent  level 
of  fees  for  fiscal  year  1987,  which  according 
to  CBO  estimates  would  raise  approximate- 
ly $1.8  billion  in  that  fiscal  year.  While  it  is 
true  that  the  fiscal  year  1987  authorization 
level  recently  approved  by  the  House  in 
H.R.  5484  was  $1.06  billion,  the  Committee 
nevertheless  decided  to  approve  a  fee  struc- 
ture at  the  0.5  percent  level  for  several  rea- 
sons. First,  the  actual  level  of  imports  for 
fiscal  year  1987  may  well  be  lower  than  that 
estimated  by  CBO  because  of  the  declining 
value  of  the  U.S.  dollar.  Second,  the  Com- 
mittee wanted  to  ensure  that  there  are  ade- 
quate receipts  in  the  fund  to  cover  start-up 
costs  and  to  cover  any  potential  increases  in 
the  costs  of  Customs  operations.  In  this 
regard,  the  fee  was  reduced  to  0.2  percent 
ad  valorem  after  only  10  months  of  oper- 
ation on  the  belief  that,  after  the  start-up 
costs  were  absorbed,  the  lower  fee  in  subse- 
quent years  would  offset  any  surplus  result- 
ing in  fiscal  year  1987,  so  that  for  the  first 
two  years  the  fees  realized  will  closely  ap- 
proximate Customs'  actual  costs  of  oper- 
ations. Finally,  in  order  to  ensure  that  the 
fees  approximate  the  actual  costs  of  Cus- 
toms operations,  the  Secretary  is  directed  at 
the  end  of  fiscal  year  1988  and  every  two 
years  thereafter  to  recommend  corrections 
in  the  fee  structure  in  order  to  bring  the 
funds  in  the  dedicated  Customs  users  fee  ac- 
count to  a  zero  balance.  Accordingly,  the 
Committee  chose  to  adopt  a  cautious  ap- 
proach and  to  approve  a  fee  structure  which 
would  guarantee  adequate  funding  at  the 
outset  and  strive  for  overall  balance  in  the 
ensuing  years. 

Explanation  of  provision 

The  Committee  amendment  imposes  a 
customs  user  fee  on  all  formal  entries  of  im- 
ported merchandise  for  consumption  based 
on  the  f.o.b.  value  (i.e.,  excluding  ocean 
freight  and  insurance)  of  0.5%  ad  valorem  in 
fiscal  year  1987  (beginning  December  1, 
1987)  and  0.2%  ad  valorem  in  subsequent 
fiscal  years.  The  provision  would  not  apply 
to  articles  classifiable  under  items  in  sched- 
ule 8  of  the  Tariff  Schedules.  The  process  of 
such  fees  would  be  deposited  in  a  separate 
account  within  the  general  fund  of  the 
Treasury  and  be  available,  subject  to  appro- 
priation, to  the  Customs  Service  for  carry- 
ing out  its  operations. 

Beginning  at  the  close  of  fiscal  year  1988 
and  every  two  years  thereafter,  the  Secre- 
tary of  the  Treasury  would  be  required  to 
submit  a  report  to  the  Congress  concerning 
any  necessary  fee  adjustments  to  bring  the 
account  into  a  zero  balance  and  to  ensure 
that  the  fee  reflects  the  actual  costs  of  the 
services  provided. 

The  fee  is  intended  to  apply  to  all  formal 
entries  of  merchandise  for  consumption,  in- 
cluding warehouse  withdrawals  for  con- 
sumption. The  fee  would  not  apply  however 
to  informal  entries,  merchandise  which  does 
not  formally  enter  U.S.  commerce,  or  any 
articles  which  are  eligible  for  special  tariff 
treatment  under  one  of  the  provisions  in 
schedule  8  of  the  Tariff  Schedules  of  the 


United  States.  The  fee  would  apply  to  all 
other  articles,  however,  regardless  of  wheth- 
er such  articles  are  dutiable  or  duty  free  or 
whether  the  articles  are  eligible  for  a  tariff 
preference  such  as  the  Generalized  System 
of  Preferences  (GSP),  the  Caribbean  Basin 
Initiative  (CBI).  a  bilateral  fee  trade  ar- 
rangement or  general  headnote  3(a). 

The  Conunittee  recognizes  that  such  a  fee 
will  create  some  hardships  to  the  importing 
community  and  believes  it  is  reasonable  for 
importers  to  expect  the  Customs  Service  to 
be  adequately  staffed  and  to  provide  its 
services  in  an  expeditious  fashion.  It  is  the 
intention  of  the  Committee  in  providing  for 
a  Customs  user  fee  for  cargo  shipments, 
that  such  a  fee  will  enable  the  Customs 
Service  to  guarantee  that  staffing  and  serv- 
ices will  be  provided  at  such  times  and  at 
such  levels  as  are  necessary  to  meet  the 
demand  of  the  shipping  public. 

The  Committee  is  also  concerned  that  the 
creation  of  a  user  fee  on  consumption  en- 
tries not  be  the  occasion  for  an  increase  in 
the  record  keeping  or  other  data  collection 
burdens  imposed  upon  the  public.  In  this 
regard,  it  is  anticipated  that  the  Customs 
Service  will  continue  to  employ  its  existing 
standard  consumption  entry  form  (CF  7501) 
which  contains  sufficient  information  to 
assure  proper  collection  of  the  user  fee.  In 
implementing  the  new  user  fee,  the  Com- 
mittee directs  the  Commissioner  to  make 
certain  that  no  new  record  keeping  or  data 
collection  burdens  are  imposed  upon  the 
public,  including  all  shipijers,  cargo/freight 
carriers  or  related  entities. 

Mr.  Chairman,  how  much  time  do  I 
have  remaining? 

The  CHAIRMAN  pro  tempore  (Mr. 
MoNTGOMERy).  The  gentleman  from  Il- 
linois [Mr.  RosTENKOWSKi]  has  8  min- 
utes remaining. 

Mr.  ROSTENKOWSKI.  Mr.  Chair- 
man, I  yield  4  minutes  to  the  gentle- 
man from  California  [Mr.  Stark]. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  gentleman  from 
California  is  recognized  for  4  minutes. 

There  was  no  objection. 

Mr.  STARK.  Mr.  Chairman,  title  X 
of  H.R.  5300  is  extremely  important 
legislation.  As  chairman  of  the  Ways 
and  Means  Subcommittee  on  Health,  I 
would  first  like  to  thank  the  ranking 
minority  member,  the  distinguished 
gentleman  from  Ohio  and  all  of  the 
members  of  my  subcommittee,  for 
their  time  and  bipartisan  effort.  I 
would  also  like  to  thank  our  hard 
working  chairman,  and  the  gentleman 
from  Tennessee,  the  ranking  minority 
member,  for  their  efforts  in  bringing 
this  responsible  deficit  reduction  bill 
to  the  House  floor. 

I  urge  my  colleagues  to  support  this 
legislation  because  it  achieves  some 
very  important  goals.  It  achieves  a  3- 
year  net  saving  of  over  $5  billion,  in 
Medicare  provisions. 

We  are  particularly  proud  that  we 
have  protected  beneficiaries  from  in- 
creased out-of-pocket  costs  proposed 
by  the  administration.  Under  the  ad- 
ministration's budget  Medicare  benefi- 
ciaries would  have  paid  over  $2  billion 
more  in  coinsurance  and  deductibles 
over  the  next  3  years— and  a  whopping 
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$8  billion  more  in  part  B  premiums. 
We  rejected  all  of  these  proposals. 

The  committee's  legislation  address- 
es another  important  concern  of  bene- 
ficiaries. The  part  A  hospital  deducti- 
ble has  increased  rapidly  as  an  unfore- 
seen consequence  of  shorter  lengths  of 
stay  in  the  hospital.  Left  unchecked 
the  deductible  would  have  gone  up 
from  $492  to  $572  in  1987.  This  would 
have  meant  an  increase  of  over  43  per- 
cent over  the  2  years,  1986-87.  This  is 
unacceptable.  For  this  reason,  the 
committee  decided  to  set  the  deducti- 
ble at  $500  for  1987.  The  committee 
plans  on  revisiting  this  issue  next  year 
to  determine  an  appropriate  cost  shar- 
ing for  future  years. 

Concerned  with  more  than  costs,  the 
committee  has  worked  hard  to  protect 
the  quality  of  care  Medicare  benefici- 
aries receive.  Contained  in  title  X  of 
H.R.  5300  are  several  provisions  to 
ensure  that  Medicare  providers,  in 
their  efforts  to  cut  costs,  don't  com- 
promise on  quality  or  access  to  care. 

In  particular,  I  would  like  to  point 
out  that  paying  physicians  to  reduce 
or  limit  services  to  Medicare  benefici- 
aries, which  anyone  would  think 
would  be  illegal,  will  become  illegal  as 
a  result  of  this  legislation.  This  bill 
also  gives  patients  recourse  if  they  feel 
they  are  being  improperly  treated. 

As  a  response  to  widespread  concern 
that  many  elderly  are  now  being  dis- 
charged "quicker  and  sicker,"  the  com- 
mittee has  included  a  number  of  provi- 
sions to  protect  against  premature 
hospital  discharge  and  to  improve 
access  to  needed  post-hospital  services. 
These  provisions  create  a  balance. 
They  ensure  that  policies  which 
obtain  greater  savings  do  not  damage 
the  quality  of  care  provided  to  the  el- 
derly. 

Further,  we  have  achieved  the 
needed  budget  reductions  and  yet  have 
still  provided  for  increases  in  reim- 
bursements to  hospitals  and  physi- 
cians. We  have  sought  fairness  in  Med- 
icare payments  to  hospitals.  The  com- 
mittee provided  a  1 -percent  increase  in 
hospital  payments;  this  is  in  compari- 
son to  a  0.5-percent  increase  proposed 
by  the  administration.  Further,  know- 
ing how  important  prompt  payment  of 
claims  is  to  hospitals,  we  have  pre- 
served periodic  interim  payments  for 
certain  hospitals  and  guaranteed 
prompt  businesslike  payment  of  claims 
to  all  Medicare  providers. 

On  the  other  hand,  believing  that 
Medicare  was  paying  too  much  for 
capital  expenditures,  we  have  limited 
the  aggregate  increase  in  capital.  For 
fiscal  year  1987,  the  rate  of  increase 
could  not  exceed  expenditures  in  fiscal 
year  1986  plus  10  percent.  Capital  ex- 
penditures would  be  limited  to  20  and 
30  percent  over  the  fiscal  year  1986 
base  for  fiscal  years  1988  and  1989  re- 
spectively. The  committee  will  contin- 
ue to  work  over  the  next  year  in  an 
effort  to  devise  an  equitable  system  to 


incorporate  capital  into  the  PPS 
system. 

To  prevent  the  administration  from 
issuing  regulations  in  this  area  we 
have  prohibited  the  Secretary  of  HHS 
from  publishing  in  final  form  any  reg- 
ulation regarding  changes  in  the  com- 
putation of  payment  amounts  for  cap- 
ital-related costs  for  inpatient  hospital 
services  between  September  1,  1986, 
and  September  1,  1987. 

Title  X  of  H.R.  5300  provides  a  3.2- 
percent  increase  in  payments  to  all 
physicians.  Participating  physicians 
would  receive  an  additional  1-percent 
bonus  to  encourage  participation  in 
Medicare.  The  bill  also  limits  increases 
in  actual  charges  by  nonparticipating 
physicians  to  ensure  that  savings  are 
not  obtained  at  the  expense  of  higher 
costs  for  the  elderly.  This  is  a  fair  out- 
come—physicians will  receive  a  full  in- 
flation increase  and  beneficiaries  will 
be  protected  from  further  increases  in 
out-of-pocket  costs. 

H.R.  5300  also  protects  end-stage 
renal  disease  [ESRD]  beneficiaries  by 
strengthening  ESRD  networks.  I 
would  like  to  assure  the  many  Mem- 
bers who  have  contacted  me  about  the 
administration's  proposals  to  reduce 
ESRD  rates  that  the  bill  seeks  to  pro- 
tect beneficiaries.  The  legislation  re- 
duces rates  to  ESRD  facilities  by  ap- 
proximately $5.50  per  treatment;  half 
the  cut  originally  proposed  by  the  ad- 
ministration. Physician  payments 
would  be  reduced  by  approximately 
$14  a  month  per  patient.  The  legisla- 
tion calls  for  a  study  to  determine  the 
effects  of  lower  ESRD  rates  on  quality 
or  access  to  care. 

The  bill  gives  the  Secretary  of  HHS 
authority  to  deal  with  problems  that 
have  arisen  in  the  Medicare  Health 
Maintenance  Organization  Program. 
It  also  repeals  the  2-for-l  rule  which  is 
so  inequitable  to  long  established  pro- 
viders. 

Finally,  H.R.  5300  calls  for  one  small 
but  significant  proposal  to  help  the 
medically  uninsured.  The  bill  requests 
that  States  establish  high  risk  health 
insurance  pools  to  provide  access  to 
health  insurance  for  currently  unin- 
surable Americans.  This  will  not  solve 
all  of  the  problems  of  the  uninsured 
but  it  will  provide  access  to  health  in- 
surance to  the  1  percent  of  the  popula- 
tion who  now  can't  buy  insurance  at 
any  price. 

This  legislation  deserves  your  sup- 
port because  it  reduces  the  budget  def- 
icit. It  responsibly  restrains  Medicare 
costs.  And  it  does  this  without  increas- 
ing the  financial  liability  of  Medicare 
beneficiaries. 

D  1420 

Mr.  ROSTENKOWSKI.  Mr.  Chair- 
man, I  yield  3  minutes  to  the  gentle- 
man     from      North      Dakota      [Mr. 

DORGAN]. 

The  CHAIRMAN  pro  tempore.  (Mr. 
Montgomery).  Without  objection,  the 


gentleman  from  North  Dakota  [Mr. 
Dorgan]  is  recognized  for  3  minutes. 

There  was  no  objection. 

Mr.  DORGAN  of  North  Dakota.  Mr. 
Chairman,  I  listened  to  my  friend 
from  Ohio  in  discussing  this  bill,  and  I 
want  to  agree  with  some  of  his  re- 
marks. I  also  want  to  say  I  do  not 
think  any  thinking  person  in  this  town 
believes  we  can  solve  the  problem  we 
are  confronted  with  in  fiscal  policy 
without  first,  substantial  spending  re- 
straint; and  second,  additional  reve- 
nue. 

Now,  what  the  President  says  to 
Congress  is,  "I  want  you  to  balance 
the  budget  or  move  forward  toward  a 
balanced  budget  or  at  lesist  make 
progress  in  reducing  the  deficit,  but  I 
insist  on  my  military  numbers  and  I 
insist  there  be  no  additional  revenue." 
He  is  saying,  "Put  a  puzzle  together 
over  there,  and  I  am  going  to  keep  a 
couple  of  pieces  of  that  puzzle  in  my 
pocket."  It  is  impossible  to  deal  with 
this  fiscal  policy  problem  with  the 
President's  current  position. 

We  need  additional  revenue  in  addi- 
tion to  spending  restraints. 

I  took  the  well  because  I  want  to 
talk  just  for  a  moment  about  an 
amendment  that  I  proposed  in  the 
Committee  on  Ways  and  Means  the 
day  before  yesterday  on  an  oil  import 
tariff.  It  is  one  way  to  achieve  some 
revenue.  It  is  very  controversial.  Some 
people  do  not  like  it. 

There  are  several  other  ways  that  I 
would  support  as  well  to  achieve  some 
revenues.  The  oil  import  tax  that  I  in- 
troduced over  at  the  committee,  which 
lost  on  a  voice  vote  and  then  a  show  of 
hands,  12  to  6,  would  suggest  that  we 
ought  to  be  willing  to  pay  to  ourselves, 
to  reduce  the  Federal  deficit,  that 
which  we  were  previously  required  to 
pay  the  OPEC  countries  in  the  form 
of  a  $38  price  per  barrel  of  oil. 

I  suggested  a  $22  per  barrel  floor 
price  and  a  variable  tariff  between  the 
world  price  and  that  $22.  That  raised 
$50-some  billion  in  the  next  several 
years  and  raised  about  $15  billion  the 
first  year  alone. 

Now,  why  not  pass  something  like 
that?  Well,  first  of  all.  the  President 
says,  "I  won't  accept  any  new  revenue. 
You  solve  this  fiscal  policy  problem 
without  revenue."  I  say  it  is  absolutely 
impossible  to  do. 

We  are  working  with  Gramm- 
Rudman,  that  is  what  this  is  all  about. 
That  is  a  sham  and  a  fraud.  In  the  old 
days  these  folks  would  have  driven 
covered  wagons  and  stopped  in  a  small 
town  100  years  ago  and  sell  amber 
fluid  out  of  the  back  to  cure  hiccups 
and  heart  attacks.  That  is  a  fraud; 
these  folks  who  have  constructed  the 
Gramm-Rudman  approach,  if  they 
were  involved  100  years  ago  in  dealing 
with  this  sort  of  thing,  would  be  doing 
the  same  but  out  of  the  backs  of 
wagons. 
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It  does  not  make  any  sense  at  all. 
This  thing  is  unworkable,  it  is  funda- 
mentally fraudulent,  and  we  are  all 
talking  as  if  it  is  serious. 

We  need  the  President  to  engage 
with  us,  Democrats  and  Republicans, 
In  a  responsible  attempt  to  first,  re- 
strain spending,  and  that  includes  de- 
fense; and  second,  raise  additional  rev- 
enue and  finally  move  toward  some 
semblance  of  order  in  this  country's 
fiscal  policy. 

The  present  fiscal  policy  is  irrespon- 
sible, and  we  cannot  solve  the  problem 
without  the  President's  cooperation. 
He  insists  weeks  after  week  after  week 
that  he  will  not  cooperate. 

This  Member  is  disgusted  with  that. 

The  CHAIRMAN.  The  gentleman 
from  Illinois  [Mr.  Rostenkowski]  has 
1  minute  remaining. 

Mr.  ROSTENKOWSKI.  Mr.  Chair- 
man, I  reserve  the  balance  of  my  time. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, I  yield  5  minutes  to  the  gentle- 
man from  Minnesota  [Mr.  Frenzel]. 

Mr.  FRENZEL.  Mr.  Chairman,  I 
hope  that  the  House  is  not  going  to  be 
deluded  by  this  bill,  even  if  it  feels 
that  passage  of  the  bill  is  the  only  way 
it  can  deal  with  this  matter  of  recon- 
ciliation. 

In  my  judgment,  having  this  bill 
before  us,  and  its  ultimate  passage, 
represent  a  full  retreat  from  what  I 
call  a  sane  fiscal  policy.  The  reconcilia- 
tion process  was  developed  so  that  we 
could  reduce  spending.  But  this  is  a 
reconciliation  bill  devoid  of  spending 
reductions. 

Instead,  the  bill  has  nearly  $9  billion 
of  asset  sales,  and  it  has  nearly  $8  bil- 
lion in  increased  taxes  for  fiscal  1987. 
Worse,  it  has  actually  increased  spend- 
ing of  nearly  $2  billion. 

So  the  bill  by  any  rational  standard 
of  measure  does  not  do  that  which  rec- 
onciliation was  intended  to  do. 

It  is  a  shame  that  Congress  has 
copped  out  on  its  responsibility  under 
reconciliation,  but  that  is  the  only 
phrase  that  I  can  think  of  that  fully 
describes  what  we  are  doing  here.  In 
my  judgment,  it  would  be  far  better 
for  us  to  vote  down  this  reconciliation 
bill  and  let  the  sequester  take  place.  If 
we  pass  this  bill,  we  will  increase  base- 
line spending.  That  is  both  outrageous 
and  contrary  to  the  spirit  of  reconcili- 
ation. 

Raising  the  spending  baseline  will 
surely  and  inevitably  make  it  com- 
pletely out  of  the  question  that  GRH 
targets  of  next  year  csm  be  achieved. 
We  have  created  this  reconciliation 
bill  in  the  usual  way,  with  our  pencils 
rather  than  with  our  knives.  Cuts  are 
what  we  were  asked  to  do,  but  there 
are  no  cuts  here.  There  are  only  era- 
sures and  strikeovers. 

It  took  all  the  cunning  the  leader- 
ship of  this  House  could  muster  to 
turn  a  reconciliation  bill  into  a  tax  and 
spend  bill.  But  when  it  comes  to  plain 
and  fancy  spending,  never  underesti- 


mate the  creativity  of  our  House  lead- 
ers. 

I  must  say,  with  respect  to  some  of 
the  items  in  this  bill,  they  really  bring 
a  smile.  Hooray,  hooray,  we  are  selling 
Conrail  again.  I  wonder  how  many 
years  we  can  put  the  sale  of  Conrail 
into  our  budgets  and  our  reconcilia- 
tion plans.  This  is  our  secpnd  consecu- 
tive year.  I  will  be  counting  future 
sales. 

There  is  also  a  Customs  Service  user 
fee  of  $1.8  billion.  That  is  a  15-percent 
surcharge  on  all  customs  duties.  The 
new  customs  surtax  amounts  to  about 
twice  as  much  as  the  Customs  spends 
in  a  year.  Therefore,  it  hardly  can  be 
considered  a  surcharge.  It  is  certainly 
in  violation  of  our  international  agree- 
ments, and  we  will  be  charged  compen- 
sation by  every  other  country  in  the 
world  with  which  we  do  business. 

Now.  there  are  also  some  things  you 
cannot  see  in  here  because  they  will 
cause  future  taxes.  We  are  going  to 
nail  the  employers  of  the  United 
States  $3.6  billion  over  the  next  3 
years  for  continuation  of  FUTA  taxes 
even  though  the  expenses  those  taxes 
were  designed  to  cover  will  be  complet- 
ed at  the  end  of  fiscal  year  1987. 

FUTA  is  a  jobs  tax,  of  course,  be- 
cause nobody  wants  to  hire  new  em- 
ployees if  it  costs  more  extra  money  to 
put  them  on  the  payroll.  Also,  there 
are  telephone  excise  taxes  in  here 
which,  in  the  next  3  years,  will  cost 
the  telephone  users  of  America  more 
than  $2  billion. 

So  all  I  can  say  to  Members  of  this 
Committee  is,  if  you  are  very  strong 
for  increasing  taxes,  this  bill  ought  to 
be  just  your  cup  of  tea.  And  if  you  do 
not  believe  in  fiscal  sobriety,  this  bill 
is  made  for  you.  If  you  think  increas- 
ing spending  is  what  the  people  of  the 
United  States  want,  this  bill  is  de- 
signed to  suit  you  to  a  tee. 

On  the  other  hand,  if  you  believe 
that  the  people  would  like  the  Con- 
gress to  reduce  spending,  to  reduce  the 
deficit,  then  I  think  you  have  no  other 
choice  than  to  vote  against  it. 

I  shall  vote  against  it. 

The  CHAIRMAN.  The  gentlewoman 
from  Illinois  [Mrs.  Martin]  has  1 
minute  remaining  and  has  been  yield- 
ed back  1  minute. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, I  reserve  the  balance  of  my  time. 

Mr.  LOWRY  of  Washington.  Mr. 
Chairman,  I  yield  3  minutes  to  the 
gentleman  from  Ohio  [Mr.  Eckart]. 

Mr.  ECKART  of  Ohio.  Mr.  Chair- 
man, for  those  who  have  not  paid  at- 
tention, we  are  back  on  the  railroad 
again. 

I  thank  the  gentleman  for  yielding 
to  me.  I  am  pleased  that  we  are  here 
on  the  floor  with  public  offering  legis- 
lation which  I  had  initially  introduced 
with  my  good  friend  and  colleague 
from  Virginia.  Mr.  Bliley.  some  16 
months  ago. 


Two  amendments  which  the  gentle- 
man and  I  offered  in  committee  and 
which  were  adopted,  one  by  voice  vote 
and  the  other  by  a  vote  of  32  to  9,  ex- 
pressed clearly  the  intention  of  the 
majority  of  the  committee.  No.  1  to 
have  an  independent  audit  by  the 
GAO  of  the  activities  relevant  to  the 
public  offering,  and  the  second  was  to 
require  that  the  firms  selected  be 
colead  managers,  to  jointly  manage 
the  public  offerings. 

As  an  original  cosponsor  of  legisla- 
tion calling  for  a  public  sale  of  Conrail 
more  than  1  year  ago.  I  am  extremely 
pleased  that  we  are  moving  down  that 
track  today.  I  have  long  been  con- 
vinced that  a  public  stock  offering  will 
yield  the  highest  proceeds  for  the 
Government's  interest  in  ConraU. 
while  at  the  same  time  protecting  the 
important  interests  of  labor,  shippers, 
and  others  associated  with  or  served 
by  Conrail. 

Mr.  Chairman.  I  would  also  like  to 
take  a  minute  to  clarify  an  under- 
standing of  the  language  of  the  bill 
which  requires  the  Secretary  of  Trans- 
portation to  select  colead  managers  to 
organize  and  run  a  public  stock  offer- 
ing. As  the  gentleman  will  recall,  this 
language  was  the  subject  of  an  amend- 
ment which  I  offered  in  committee 
and  which  was  adopted  by  a  vote  of  32 
to  9.  It  is  my  intent,  as  shared  by  the 
bipartisan  majority  of  the  committee, 
that  the  bill  would  require  that  firms 
selected  as  colead  managers  jointly  de- 
termine how  to  manage  the  public  of- 
fering and  share  equal  responsibility 
for  structuring  and  managing  the  of- 
fering, an  equal  share  of  management 
fees  resulting  from  the  transaction 
and  equal  underwriting  position  and 
allocation  of  shares  including: 

Advising  DOT  on  timing,  size  of 
issue,  structure  of  the  deal  and  struc- 
ture of  Conrail's  capital  structure, 
value  of  shares  and  marketing  pro- 
gram. 

Forming  and  managing  a  syndicate, 
which  may  include  other  comanagers, 
and  allocating  shares  for  sale  to  the 
underwriters,  dealers,  major  institu- 
tional purchasers,  and  others  to  in- 
clude for  example  agreement  and  non- 
agreement  Conrail  employees  as  con- 
templated by  the  definitive  agree- 
ments among  Conrail.  the  RLEA.  and 
Morgan  Stanley. 

Organizing  the  preparation  of  docu- 
ments, contracts,  and  presentation  ma- 
terials. 

Negotiating  final  terms  with  the 
seller,  including  price,  size,  and  distri- 
bution expenses;  and 

Overall  coordination  of  sales,  man- 
agement, and  publicity  efforts  under 
mutually  agreed  upon  terms  and  loca- 
tions. 

Mr.  Chairman.  I  would  be  pleased  to 
acknowledge  the  support  of  my  col- 
league from  Virginia  who  is  so  instru- 
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mental  in  this  regard  for  his  com- 
ments and  yield  to  him. 

Mr.  BLILEY.  Mr.  Chairman.  I  thank 
the  gentleman  for  yielding. 

Mr.  Chairman,  I  also  want  to  associ- 
ate myself  with  the  remarks  just  made 
by  my  distinguished  colleagues  from 
Michigan  and  Ohio.  I.  too,  was  an 
original  cosponsor  of  legislation  to 
return  Conrail  to  the  private  sector 
through  a  public  offering.  I  felt  then 
and  continue  to  believe  that  Conrail 
has  the  financial  strength  to  survive 
and  be  successful  and  that  preserving 
Conrail  as  an  independent  entity  is  far 
superior,  from  a  rail  competition 
standpoint,  to  combining  it  with  Nor- 
folk Southern.  With  the  legislation 
before  us  today,  I  am  confident  that 
the  first  major  component  of  the 
President's  privatization  initiative  will 
be  successful. 

Mr.  Chairman,  I  would  also  briefly 
like  to  touch  on  the  subject  of  colead 
managers.  I  believe  that  it  is  impor- 
tant for  my  colleagues  to  recognize 
that  the  amendment  regarding  the  se- 
lection of  colead  managers  for  a  public 
offering  was  supported  by  32  members 
of  the  Energy  and  Commerce  Commit- 
tee, including  a  majority  of  Members 
on  both  sides  of  the  aisle.  On  this 
point,  I  would  like  to  confirm  the  un- 
derstanding of  the  distinguished  rank- 
ing minority  member  of  the  commit- 
tee, Mr.  Lent,  that  the  committee's  in- 
tention in  adopting  this  language  is  to 
direct  the  Department  of  Transporta- 
tion to  select  those  firms  with  the 
greatest  marketing  ability  and  knowl- 
edge of  Conrail  to  assure  a  successful 
sale.  In  this  regard,  it  is  the  commit- 
tee's intention  that  the  Department 
select  colead  managers  based  on  the 
significance  of  their  contributions 
prior  to  the  date  of  enactment  in  dem- 
onstrating and  promoting  the  long- 
term  financial  viability  of  Conrail  as 
an  independent  entity  and  the  feasibil- 
ity of  a  public  stock  offering.  It  is  not 
our  intent  to  exclude  any  particular 
firm  or  firms  that  have  been  involved 
in  this  transaction  during  the  legisla- 
tive process. 

Mr.  Chairman,  I  wonder  if  the  gen- 
tleman from  Ohio  [Mr.  Eckart]  would 
yield  to  the  ranking  minority  member 
on  the  committee  to  see  if  that  is  not 
his  understanding  of  what  took  place 
In  the  committee,  as  well. 

Mr.  ECKART  of  Ohio.  I  would  be 
pleased  to  yield  to  my  colleague,  who 
worked  with  us  in  this  subcommittee 
and  now  sits  as  the  ranking  member  of 
the  Committee  on  Energy  and  Com- 
merce [Mr.  Lent]  from  New  York. 

Mr.  LENT.  I  thank  the  gentleman 
for  yielding. 

Mr.  Chairman,  the  gentleman  is  cor- 
rect in  his  understanding  of  the 
amendment  as  adopted  by  the  commit- 
tee. The  intent  is  to  assure  that  the 
Department  of  Transportation  will 
select  colead  managers  with  the  neces- 
sary expertise  and  marketing  credibil- 


ity to  assure  the  success  of  a  public  of- 
fering and  that  the  contributions  of 
the  firms  in  promoting  Conrail's  via- 
bility and  the  feasibility  of  a  public  of- 
fering prior  to  enactment  should  be  a 
primary  criteria  for  selection. 

Mr.  ECKART  of  Ohio.  I  thank  my 
colleagues  for  their  participation.  I 
thank  particularly  my  friend  from  Vir- 
ginia [Mr.  Bliley]  and  his  staff  who 
have  labored  long  and  hard  in  negoti- 
ating these  most  difficult  of  matters.  I 
am  delighted  for  the  public  offering's 
presence  here  today. 

Taxpayers  will  be  protected,  working 
men  and  women  who  have  sacrif  led  so 
much  to  make  Conrail  so  productive 
and  profitable  in  the  last  few  years 
will  be  rewarded,  and  lastly  competi- 
tion will  be  preserved  in  our  part  of 
the  country,  which  is  so  important  for 
our  economic  development. 

Mr.  LELAND.  Mr.  Chairman,  earlier  today 
my  good  friend  and  colleague,  Mr.  Eckart  of 
Ofiio,  discussed  the  Conrail  public  offering.  He 
stated  that  under  the  definition  of  colead  man- 
agers the  firms  selected  will  jointly  "run  the 
books."  This  statement  raises  some  concerns. 

Mr.  Eckart  has  told  us  that  he  was  not 
asking  any  Member  to  repudiate  a  valid  Gov- 
ernment contract,  such  as  Goldman-Sachs 
has  with  the  [Department  of  Transportation  to 
serve  as  "the"  lead  manager.  Therefore,  I 
must  assume  that  there  will  be  only  one 
colead  manager  working  together  with  Gold- 
man-Sachs which  is  entitled  by  contract  to  50 
percent  of  the  managemient  fee. 

As  far  as  I  know,  there  has  been  no  other 
instance  where  two  firms  have  shared  a  simi- 
lar colead  role,  either  in  U.S.  corporate  or  mu- 
nicipal finance,  or  in  the  international  market.  I 
therefore  am  very  concerned  that  we  may  be 
creating  a  monster  that  may  work  against  our 
mutual  wish  for  a  smoothly  executed  public  of- 
fering. I  believe  the  definition  of  colead  man- 
ager should  be  changed  to  reflect  the  tradi- 
tional comanagement  form. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, I  yield  3  minutes  to  the  gentle- 
man from  Illinois  [Mr.  Porter]. 

Mr.  PORTER.  Mr.  Chairman,  if  you 
enjoy  returning  to  Congress  every 
year  to  face  record  budget  deficits,  you 
should  like  this  bill.  If  you  are  in  favor 
of  burdening  our  Nation's  children 
with  huge  future  debts  you  should 
vote  for  this  bill. 

This  bill  has  bicameral,  bipartisan 
support.  Unfortunately,  that  trans- 
lates into  meaning  that  it  contains 
little  real  deficit  reduction.  It  doesn't 
cut  defense,  it  doesn't  cut  domestic 
spending.  This  is  Washington  at  its 
worst— you  get  yours,  I  get  mine  and 
the  kids  get  the  bill. 

This  is  the  next  step  in  the  process 
of  pretending  to  meet  Gramm- 
Rudman  targets.  In  reality,  we  aren't 
close  to  that  target. 

Revenues  are  down.  Appropriations 
are  over  budget.  Outlays  for  defense, 
agriculture  and  health  care  will  prob- 
ably continue  to  race  ahead  of  esti- 
mates. The  recent  snapshot  showing 


us  only  $20  billion  off  target  is  too  op- 
timistic. 

Mr.  Chairman,  this  bill  is  a  hollow 
log.  It  is  a  "fill  in  the  blanks"  bill.  We 
figure  out  how  much  savings  the  bill 
needs  to  contain  and  then  we  stick  in 
the  numbers. 

Once  upon  a  time,  selling  Conrail 
was  said  to  be  worth  $1  billion.  Then  it 
went  to  $1.8.  Now  its  got  a  price-tag  of 
$2.1  billion. 

Loan  sales  are  supposed  to  bring  in 
$6.5  billion.  But  it's  going  to  be  hard 
to  bring  in  that  amount  of  revenue  be- 
cause we  have  delayed  so  long  in  pass- 
ing this  bill.  By  dumping  this  authori- 
zation on  the  administration  at  the 
last  minute,  we  encourage  a  fire  sale  of 
securities  late  into  fiscal  year  1987. 
And  asset  sales,  as  we  all  know,  do  not 
address  the  structural  deficit. 

Then  we've  got  some  new  taxes  in 
this  bill— excise  taxes  and  user  fees. 
And  again,  we've  filled  in  a  blank  by 
inserting  a  phony  number  showing 
$2.5  billion  savings  from  IRS  enforce- 
ment. Let's  remember  that  CBO  has 
already  revised  their  baseline  revenue 
estimates  down  by  $16  billion,  so  who's 
kidding  who? 

As  for  the  health  and  welfare  provi- 
sions, they  are  a  combination  of  new 
spending  proposals  and  accounting 
gimmicks.  Accounting  gimmicks  in 
Medicare,  I  should  point  out,  do  little 
to  add  stability  to  a  troubled  program. 

Today  we  pass  a  savings  bill  that 
contains  no  savings.  Tommorrow  we 
pass  a  spending  bill  that  contairis  too 
much  spending.  We  do  these  things  in 
the  name  of  deficit  reduction,  and  we 
refuse  to  learn  that  saying  so  won't 
make  it  so. 

It  is  profoundly  tragic  that  we  are 
not  doing  anything  about  the  deficit 
this  year— we're  passing  on  another 
$200  billion  to  our  children.  And  it  is 
frightening  that  we  appear  to  be  ful- 
filling the  warning  of  Orwell's  "1984": 
Freedom  is  slavery,  2  and  2  equal  5, 
and  this  bill  saves  $15  billion. 

D  1435 

Mr.  LOWRY  of  Washington.  Mr. 
Chairman,  I  yield  4  minutes  to  the 
gentleman  from  Massachusetts  [Mr. 
Frank]. 

Mr.  FRANK.  Mr.  Chairman,  I  thank 
the  gentleman  for  yielding  this  time  to 
me. 

Mr.  Chairman,  I  want  to  congratu- 
late the  Budget  Committee  for  doing  a 
very  reasona.ble  job  of  meeting  a  very 
unreasonable  goal. 

Gramm-Rudman  did  not  make  a 
great  deal  of  sense  when  it  was  passed, 
and  it  has  become  less  sensible  as  time 
has  gone  on.  In  particular,  I  am  refer- 
ring to  the  economic  targets  that  were 
involved.  Gramm-Rudman  said  that 
we  should  reach  a  certain  level  of  defi- 
cit reduction  based  on  the  assumption 
that  there  would  be  a  given  amotmt  of 
economic  growth  in  the  coimtry. 
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What  has  happened  is  that  there 
has  been,  for  a  variety  of  reasons, 
much  less  economic  growth  than  we 
had  anticipated,  less  than  a  percent- 
age point  in  the  most  recent  quarter. 

Virtually  every  economist,  regardless 
of  ideology,  conservative  and  liberal, 
has  said  that  this  should  dictate  a 
change  in  the  Gramm-Rudman  target; 
that  is.  given  the  failure  of  the  econo- 
my to  grow  the  way  the  administra- 
tion thought  it  would  grow,  the  target 
set  for  this  fiscal  year  by  Gramm- 
Rudman  for  the  deficit  was  unrealis- 
tic. In  effect,  we  have  all  recognized 
that.  But  for  a  variety  of  reasons, 
pride  of  authorship  in  the  other  body, 
the  very  impressive  ability  of  this 
President  to  ignore  reality  and  some 
political  timidity  in  here,  we  have  not 
had  the  votes  to  do  the  straightfor- 
ward thing,  which  is  to  change  the 
Gramm-Rudman  target. 

On  the  other  hand,  no  one  has 
wanted  to  deal  with  sequestration. 
Members  having  voted  in  both  Houses 
for  sequestration  compete  now  to  talk 
about  what  a  horrible  thing  it  is. 

So  we  have  this  problem:  How  do  we 
meet  this  target  which  is  no  longer  ra- 
tional .economically— and  everyone 
from  Martin  Feldstein  and  Herb  Stein 
and  Paul  Volcker  and  a  range  of 
others  have  said  it  is  no  longer  ration- 
al—how do  we  do  that  without  exacer- 
bating the  problem  of  slow  growth 
which  we  now  have? 

To  have  made  substantial  domestic 
spending  reductions  would  be  exactly 
the  opposite.  As  Herb  Stein,  a  former 
Republican  Chairman  of  the  Council 
of  Economic  Advisers,  said,  one  does 
not  have  to  be  a  Keynesian  to  decide 
not  to  be  an  anti-Keynesian,  to  think 
that  it  is  not  wise  to  make  substantial 
cuts  at  a  time  of  very  slow  growth. 

So  we  have  come  up  with  a  way  to 
deal  with  this.  We  have  a  new  slogan 
now.  "No  taxation  without  representa- 
tion" served  us  for  a  couple  hundred 
years.  We  have  a  new  one,  "No  seques- 
tration while  we  can  have  obfusca- 
tion,"  because  that  is  what  we  have  in 
this  bill.  Instead  of  dealing  directly 
with  it,  we  are  going  to  do  a  little  ob- 
fuscating. 

What  we  are  doing  instead  of 
making  any  serious  cuts  right  now,  be- 
cause every  economist  thinks  it  would 
be  unwise  and  because  Members  do 
not  want  to  cut— people  do  not  want  to 
cut  defense  any  further  in  some  parts 
and  people  do  not  want  to  cut  domes- 
tic spending  any  further— what  we  are 
doing  is  showing  the  deficit  really  was 
not  as  bad  as  people  thought  because 
we  are  selling  off  our  assets.  If  we 
were  anything  but  the  Federal  Gov- 
ernment in  fact  when  we  looked  at  our 
financial  condition,  we  would  have  put 
some  valuation  on  those  assets. 

When  we  talk  about  the  national 
debt,  we  lament  it  and  it  is  too  high, 
but  we  do  not  do  what  would  be  done 
rationally  in  any  other  organization 


setting,  offset  that  with  our  assets. 
What  we  are  doing  today  is  in  fact  im- 
plicitly admitting  that  the  deficit  is 
not  as  bad  as  people  have  said  it  is,  be- 
cause when  we  calculate  this,  people 
like  Robert  Eisner  have  pointed  out, 
we  never  look  at  the  underlying  assets. 
So  we  are  going  to  sell  off  some  assets 
today. 

It  is  too  bad  we  cannot  sell  Conrail 
to  the  Japanese,  because  then  we 
could  get  a  twofer.  We  could  reduce 
what  we  call  the  deficit  and  also  do 
something  about  the  trade  deficit.  But 
what  we  are  doing  instead  is— and  we 
ought  to  be  clear  about  this— avoiding 
economic  nonsense  by  showing  that 
the  deficit  is  not  as  bad  as  we  thought 
it  was. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, I  yield  5  minutes  to  the  gentle- 
man from  Illinois  [Mr.  Pawell] 

Mr.  FA  WELL.  Mr.  Chairman,  this 
reconciliation  bill  is  an  admission  that 
Congress  does  not  have  the  will  to  cut 
Federal  spending  to  meet  the  Gramm- 
Rudman  targets.  It's  an  admission 
that  we  are  not  going  to  reduce  the 
Federal  deficit  in  1987. 

The  deficit  is  real— so  is  the  growing 
national  debt  which  now  consumes 
about  $200  billion  a  year  just  to  pay 
interest  on  that  debt.  I  have  the  dis- 
tinction of  telling  my  constituents 
that  in  the  first  2  years  of  ray  congres- 
sional career,  I  have  seen  Congress 
continue  to  chronically  overspend  so 
as  to  produce  back-to-back  all-time 
record  annual  deficits  of  $212  billion 
in  1985  and  $230  billion  in  1986.  Were 
it  not  for  the  $11.7  billion  Gramm- 
Rudman  cut  last  March,  the  1986  defi- 
cit would  be  $241.7  billion.  In  total  for 
those  2  years,  the  deficit  is  approach- 
ing one-half  trillion. 

I  can  remember  when  we  were  talk- 
ing about  last  year's  reconciliation  bill. 
Our  budget  was  to  produce  a  deficit  of 
about  $172  billion  by  enacting  that 
bill.  But,  the  deficit  is  coming  in  at 
$230  billion. 

Actually,  the  deficit  in  1986  will  be 
more  than  $230  billion  because  now, 
by  the  means  of  this  year's  reconcilia- 
tion bill,  we  are  transferring  payments 
which  should  be  paid  in  1987  to  1986— 
like  the  $680  million  final  payment  for 
revenue  sharing  which  is  due  to  be 
paid  in  October  1987  but  will  be  pre- 
paid in  1986  so  the  deficit  will  look  less 
in  1987. 

I've  supported  Gramm-Rudman. 
Yet.  all  year  I've  watched  as  deadlines 
required  by  Gramm-Rudman  have 
been  ignored.  Congress  hasn't  passed 
any  1987  appropriation  bills  or  the 
1987  reconciliation  bill,  even  though 
Gramm-Rudman  requires  that  the 
latter  be  completed  by  June  15.  As  a 
result,  when  the  OMB-CBO  "snap- 
shot" of  the  1987  deficit  was  taken  on 
August  15.  1986.  there  was  nothing  to 
snap. 

So  the  snapshot  had  to  be  of  1986 
expenditures,  which  produced  a  $230 


billion  deficit.  Yet  the  snapshot  came 
up  with  the  miraculous  conclusion 
that  there  would  not  only  be  a  freeze 
in  Federal  spending  in  1987.  as  com- 
pared to  1986,  but  predicted  there 
would  actually  be  a  decrease  of  $5  bil- 
lion in  spending.  There's  no  one  in  this 
Chamber  who  believes  that.  Yet  esti- 
mated spending  is  one  of  the  two  foun- 
dations for  OMB-CBO  arriving  at  the 
conclusion  that  the  deficit  for  1987 
would  be  reduced  by  $67  billion— from 
$230  billion  to  $163.4  billion  in  1987- 
just  about  $9  billion  shy  of  the  $154 
billion  deficit  which  would  eliminate 
the  need  for  sequestration  for  1987. 

It  is  also  estimated  in  the  snapshot 
that  there  would  be  $62  billion  in  new 
revenue  in  1987  which,  combined  with 
the  predicted  $5  billion  in  decreased 
spending  in  1987,  results  in  the  esti- 
mated $163  billion  deficit  for  1987.  A 
like  estimate  of  $60  billion  in  new  rev- 
enue was  predicted  by  OMB  in  1986. 
New  revenue  for  1986,  however,  will  be 
only  about  $30  billion. 

So  we  have  in  my  view  a  snapshot  of 
a  1987  estimated  deficit  which  is  know- 
ingly inaccurate  in  predicted  Federal 
spending  and  revenues. 

And  now,  I  submit,  we  have  a  recon- 
ciliation bill  which  is  mostly  smoke 
and  mirrors,  rather  than  real  cuts  in 
spending  or  real  and  lasting  enhance- 
ment of  revenues.  And  it  is  based  upon 
a  snapshot  prediction  of  a  1987  deficit 
which  is  inaccurate. 

This  reconciliation  bill  not  only  fails 
to  make  net  cuts  in  Federal  spending, 
it  results  in  a  net  increase  in  spending. 
There  are  actual  spending  cuts  of 
$1.42  billion  in  the  bill  in  Medicare, 
student  loan  programs,  and  an  across- 
the-board  reduction.  Yet  spending  in- 
creases a  total  of  $1.93  billion  not  in- 
cluding Social  Security  COLA'S. 

The  only  real  savings  in  the  bill  are 
from  user  fees,  and  from  the  sale  of 
Conrail— these  savings  total  about  $4 
billion  out  of  total  claimed  savings  of 
$18  billion;  $7  billion  of  the  savmgs  in 
this  bill— about  half  of  the  claimed 
reconciliation  savings— are  from  loan 
asset  sales.  But  these  are  false  savings 
because  even  though  they  lower  the 
deficit  in  1987,  they  raise  the  deficit 
next  year— and  beyond— because  the 
Government  is  no  longer  collecting 
principal  and  interest  on  the  loans. 

For  example:  While  the  bill  claims 
savings  of  $850  million  in  1987  from 
selling  Small  Business  Admmistration 
loans,  the  Government  would  lose 
almost  $1.4  billion  from  1988  to  1996 
from  forgone  revenues.  That  is,  the 
Government  won't  be  collecting  the 
principal  and  interest  it  had  counted 
on.  Therefore,  the  Government  may 
not  only  realize  no  savings,  it  may  lose 
money  on  the  sale. 

In  addition,  very  shortly  now,  we'll 
also  be  presented  with  a  mammoth 
continuing  appropriation  bill  involving 
13  committee  appropriations  totaling 
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over  one-half  trillion  dollars.  Some 
call  it  a  Christmas  tree.  I  don't  mean 
any  disrespect  to  anyone,  but  I  think 
we  all  know  that  when  Congress  gets 
done  with  the  CR  and  the  supplemen- 
tal appropriations  and  the  increased 
mandatory  spending,  all  of  which  will 
follow  as  surely  as  does  the  night  the 
day.  we  shall  have  produced  another 
$200  bUlion  plus  1987  deficit. 

I  understand  that  at  this  late  date, 
it's  easy  to  say  that  while  this  isn't 
much  of  a  reconciliation  bill,  it's 
better  than  sequestration.  That's 
where  I  differ.  Frankly.  I  think  se- 
questration is  a  better  alternative  be- 
cause it  would  cause  Congress  and  the 
administration  to  be  serious  about 
prioritized  spending  and  real  enhance- 
ment of  revenue.  In  short,  sequestra- 
tion would  apply  the  pressure  upon 
Congress  and  the  adrninistration  it 
was  meant  to  apply.  Faced  with  se- 
questration. Congress  and  the  admin- 
istration, even  now.  still  have  time 
before  the  final  OMB-CBO  snapshot 
of  October  6  to  work  out  a  meaningful 
reconciliation  bill. 

And  sequestration  is  not  the  only  al- 
ternative. Congress  can  simply  turn 
down  this  reconciliation  bill  and  the 
flawed  snapshot  upon  which  it  stands 
and  ask  for  some  real  prioritized  cuts 
and/or  enhancement  of  revenues.  Con- 
gress has  time  to  do  this  before  the 
next  snapshot  is  made  on  October  5. 

If  we  fail  to  be  serious  about  recon- 
ciliation, as  "we  have  failed  to  be  seri- 
ous about  the  Gramm-Rudman  dead- 
lines and  about  the  1987  snapshot,  we 
have  admitted  that  we  are  not  serious 
about  controlling  the  1987  deficit.  We 
shall  simply  continue  to  overspend 
and  have  the  bill  sent  to  our  children 
and  grandchildren. 

D  1445 

Mr.  LOWRY  of  Washington.  Mr. 
Chairman,  I  yield  such  time  as  he  may 
consume  to  the  gentleman  from  North 
Dakota  [Mr.  Dorgan]. 

Mr.  DORGAN  of  North  Dakota.  I 
thank  the  gentleman  for  yielding  to 
me. 

Mr.  Chairman,  I  rise  to  address  the 
chairman  regarding  a  matter  of  par- 
ticular concern  to  me  and  also  to  my 
friend  and  colleague  from  South 
Dakota  [Mr.  Daschle].  I  refer  to  an 
amendment  on  Public  Law  480  funding 
which  was  adopted  on  a  bipartisan 
basis  in  the  other  body  and  which,  as  I 
understand  it.  will  be  a  conference 
item  in  the  reconciliation  bill. 

The  amendment  requires  that  funds 
already  appropriated  by  the  Congress 
for  Public  Law  480  title  II  in  fiscal 
1986,  but  which  are  not  otherwise  obli- 
gated to  date,  shall  be  obligated  by  the 
end  of  this  fiscal  year,  and  shall  be 
used  only  for  the  purposes  for  which 
they  were  appropriated— and  so  on, 
humanitarian  food  shipments  over- 
seas. 


This  amendment  was  made  neces- 
sary by  what,  to  this  Member,  is  an  as- 
tounding mistake  by  the  current  ad- 
ministration. 

What  happened  was  that  this 
summer  the  administration  put  a 
"hold"  on  further  obligations  of  the 
funds  that  Congress  had  approved  for 
Public  Law  480,  the  Food-for-Peace 
Program,  in  fiscal  1986.  The  ostensible 
reason  was  that  some  of  the  amount 
would  or  could  be  needed  as  part  of 
the  Contra  aid  package  for  Central 
America.  After  protests  from  Con- 
gressmen, Senators,  and  others,  the 
administration  unfroze  some  of  this 
money  and  the  other  body  added  a 
special  amendment  to  provide  for  Cen- 
tral American  aid. 

But  early  this  month,  we  received 
word  that  the  administration  had  once 
again  put  a  "hold"  on  remaining 
Public  Law  480  money.  Specifically, 
this  froze  the  $50  million  still  unobli- 
gated for  Public  Law  480  title  II  this 
year.  Title  II  is  the  Humanitarian 
Grant  Program  which  we  use  for  food 
aid  to  victims  of  famine  in  Africa,  for 
mother-child  health  programs,  school 
lunches,  food-for-work.  and  other 
worthy  projects  in  poor  countries. 

The  fact  is,  this  Public  Law  480  aid 
is  not  only  a  help  to  those  recipients 
abroad,  but  it  also  is  a  program  help- 
ful to  American  farmers.  Public  Law 
480  exports  part  of  our  agricultural 
surplus,  reducing  some  of  the  costs  of 
our  Domestic  Farm  Program.  The 
processing  and  transportation  of  the 
food  shipments  provide  jobs  to  Ameri- 
cans as  well  as  assisting  the  needy 
overseas. 

That  is  why  the  Congress  has  sup- 
ported this  worthy  program.  Agricul- 
tural interests  support  it.  Agribusiness 
and  labor  groups  support  it.  Private 
voluntary  groups  support  it  for  hu- 
manitarian activities.  It  makes  no 
sense  to  sit  on  this  already-appropri- 
ated money,  and  possibly  lose  its  use, 
at  this  time  of  need  for  our  farmers, 
our  trade,  and  hungry  persons 
abroad— including  millions  still  at  risk 
in  Africa's  continuing  food  emergency. 

I  ask  the  chairman,  on  behalf  of  my 
colleagues  from  South  Dakota  and 
other  interested  parties,  if  he  would  be 
willing  to  agree  to  the  amendment 
which  was  bipartisanly  adopted  by  the 
other  body. 

Mr.  DASCHLE.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  DORGAN  of  North  Dakota.  I 
yield  to  the  gentleman  from  South 
Dakota. 

Mr.  DASCHLE.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Chairman,  I  just  want  to  ap- 
plaud the  gentleman  from  North 
Dakota,  my  colleague,  for  bringing 
this  issue  to  the  attention  of  the  com- 
mittee and  to  the  House.  I  think  it  is 
the  height  of  irony  that  at  a  time 
when  we  have  surpluses  unlike  any 
time  in  recent  history,  at  a  time  when 


we  find  a  great  deal  of  hunger,  not 
only  in  Latin  America  but  in  Africa, 
that  we  find  this  administration  and 
some  in  the  Congress  willing  to  freeze 
the  funds  for  Food  for  Peace,  ironical- 
ly, to  be  earmarked  for  arms  to  the 
Contras.  That  is  the  height  of  ridicu- 
lousness. It  is  preposterous  as  we  try 
to  resolve  the  many  difficulties  we 
have  with  regard  to  hunger  as  well  as 
regard  to  the  agricultural  policies  that 
are  now  in  place.  In  addition,  of 
course,  to  our  needs,  to  meet  the  hu- 
manitarian needs  that  we  have,  not 
only  in  Latin  America.  Africa,  but 
around  the  world. 

So  it  is  an  important  issue,  and  it  is 
one  that  we  try  to  resolve  I  think  in 
this  way.  All  we  ask  is  the  assurance  of 
the  chairman  that  we  can  have  his 
support  as  we  try  to  resolve  this  dilem- 
ma as  we  face  this  bill  now. 

Mr.  DORGAN  of  North  Dakota.  The 
gentleman  from  South  Dakota  puts  it 
very  well.  We  are  talking  about  $50 
million  that  I  think  is  very  important 
to  the  Food  for  Peace  Program.  I  have 
asked  for  this  colloquy  to  ask  the 
chairman  on  behalf  of  my  colleague 
and  myself  and  other  interested  par- 
ties if  he  would  be  willing  to  consider 
agreeing  to  the  amendment  which  was 
bipartisanly  adopted  by  the  other 
body  on  this  matter. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  DORGAN  of  North  Dakota.  I 
yield  to  the  gentleman  from  Pennsyl- 
vania. 

Mr.  GRAY  of  Pennsylvania.  I  thank 
the  gentleman  for  yielding  to  me. 

Mr.  Chairman.  I  fully  understand 
and  share  the  concerns  of  the  gentle- 
man from  North  Dakota  on  this  issue, 
and  I  would  like  to  assure  him  and  his 
colleague,  who  have  been  in  the  fore- 
front of  speaking  out  very  clearly  on 
the  issues  of  hunger  in  the  world,  that 
I  will  do  my  best  to  secure  conference 
agreement  on  the  amendment  to 
which  he  refers. 

Mr.  DORGAN  of  North  Dakota.  I 
thank  the  chairman  very  much. 

Mr.  DASCHLE.  I  thank  the  chair- 
man. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, I  yield  myself  30  seconds. 

Mr.  Chairman,  I  would  just  like  to 
say  to  the  gentlemen  from  North  and 
South  Dakota  that  the  ranking 
member  is  not  here,  and  I  assume  you 
have  also  talked  to  him,  because  as 
you  pointed  out  in  a  bipartisan  effort, 
both  parties  would  want  to  be  involved 
and  we  look  forward  to  that  involve- 
ment on  a  bipartisan  and  bicameral 
level. 

Mr.  Chairman,  I  yield  5  minutes  to 
the  gentleman  from  New  Hampshire 
[Mr.  Gregg]. 

Mr.  GREGG.  I  thank  the  gentle- 
woman for  yielding  me  this  time. 

Mr.  Chairman,  as  I  said  earlier,  I 
consider  this  reconciliation  bill  to  be  a 
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trip  to  "Fantasy  Island"  by  the  Con- 
gress. It  is  pure  escapism  in  its  worst 
form  in  the  legislative  process. 

As  we  look  down  the  numbers  of  this 
bill,  it  is  very  hard  to  find  any  hard 
savings.  The  gentleman  from  Illinois 
[Mr.  Fawell]  has  just  noted  that  he 
estimates  that  there  is  approximately 
$4  billion  of  hard  savings  in  this  bill.  I 
think  that  may  be  generous,  quite 
honestly. 

What  there  is  in  this  bill  is  some 
hard   spending  money.   There   is  no 
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Mrs.  MARTIN  of  Illinois.  I  thank 
the  gentleman. 

Mr.  Chairman,  just  so  there  is  clari- 
fication, it  is  not  the  budget  resolution 
that  continues  the  revenue  sharing. 
On  that  you  get  to  wait  for  the  CR  to 
take  care  of.  This  does  accelerate  a 
final  payment.  I  want  to  be  very  clear: 
It  is  not  your  budget  resolution  that 
has  the  new  final  years  of  revenue 
sharing. 

Mr.  GREGG.  This  resolution  by  the 
passage  of  the  rule  transferred  $680 


question  but  that  this  bill  is  going  |^~~~nrillion  into  this  year's  expenditures 


energize  $3  billion  in  new  spending.  So 
it  is  very  likely  that  rather  than  being 
a  reconciliation  bill  as  traditionally 
perceived  during  the  budgetary  proc- 
ess where  you  save  money  and  reduce 
spending  in  the  outyears.  this  bill  ends 
up  being  possibly  simply  a  wash. 
Maybe  even  a  money  loser. 

The  process  by  which  the  $15  billion 
which  is  reflected  in  this  bill  is 
reached  is  one  of  smoke  and  mirrors  as 
has  been  mentioned  on  many  occa- 
sions today.  But  there  are  some  things 
which  are  so  egregious  I  think  they 
need  reemphasizing. 

One  of  them,  of  course,  is  the 
manner  in  which  the  Federal  revenue 
sharing  is  handled.  The  Congress  gen- 
erally has  agreed,  I  believe,  that  Fed- 
eral revenue  sharing  is  a  program 
which  we  can  no  longer  afford.  We  are 
perfectly  happy,  I  suspect,  to  share 
with  local  and  State  communities  Fed- 
eral debts  since  that  is  what  we  have 
an  excess  of,  but  we  do  not  have  an 
excess  of  Federal  revenue  and  there  is 
none  to  share.  We  certainly  cannot 
afford  the  Federal  Revenue  Sharing 
Program. 

It  had  been  assumed  that  this  pro- 
gram was  going  to  be  terminated;  that 
is  what  the  budget  resolution  called 
for.  What  the  budget  resolution  fur- 
ther called  for  was  that  if  it  was  not 
terminated  there  had  to  be  some  way 
to  fund  it. 

This  is  a  unique  way  to  fund  it, 
folks.  What  we  are  going  to  do  is  to 
throw  it  into  this  year's  budget  rather 
than  next  year's  budget  and  thus 
claim  that  next  year's  budget  is  re- 
duced by  the  amount  that  we  throw 
into  this  year's  budget.  That  is  a  very 
unusual  accounting  method.  Not  only 
does  it  not  save  us  any  money,  it  is 
going  to  cost  us  money  because  that  is 
just  going  to  simply  build  up  the  defi- 
cit this  year  on  which  we  are  going  to 
have  to  pay  interest  so  we  are  going  to 
accelerate  Federal  revenue  sharing  in 
its  payment  process  and  thus  create  a 
greater  interest  payment  and  thus 
create  a  bigger  Federal  debt  and  pre- 
serve a  program  which  everyone  gen- 
erally has  agreed  that  we  should  elimi- 
nate. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, will  the  gentleman  yield? 

Mr.  GREGG.  I  yield  to  the  gentle- 
woman from  Illinois. 


which  should  have  been  incurred  next 
year.  That  is  certainly  inappropriate. 

Mr.  Chairman,  it  seems  to  me  that 
whether  you  come  from  the  liberal 
side  of  the  aisle  in  this  House  or  the 
conservative  side  of  the  aisle  you  are 
concerned  about  deficits.  I  think  the 
concern  is  legitimate. 

If  you  are  orf  the  liberal  side  of  the 
aisle,  you  may  lean  toward  increasing 
taxes  as  a  legitimate  way  to  address 
the  deficit  problem  we  have  today.  If 
you  are  on  the  conservative  side  of  the 
aisle,  you  lean  toward  cutting  spend- 
ing. 

What  you  do  not  lean  toward,  how- 
ever, I  would  hope,  is  a  bill  which 
clearly  uses  only  mechanisms  of  ac- 
counting and  smoke  and  mirrors  in 
order  to  reach  an  alleged  budget  defi- 
cit reduction. 

This  bill  does  not  accomplish  any 
deficit  reduction  of  substance  and  it  is 
an  abandonment  of  the  purpose  of 
this  House  and  especially  an  abandon- 
ment of  the  reconciliation  process  for 
us  to  pass  it. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Chairman.  I  yield  1  minute  to  the  gen- 
tlewoman from  Ohio  [Ms.  Oakar]. 

Ms.  OAKAR.  I  thank  the  gentleman 
for  yielding  me  this  time. 

Mr.  Chairman.  I  rise  in  support  of 
H.R.  5300.  the  Omnibus  Budget  Rec- 
onciliation Act  of  1986.  However.  I  do 
so  reluctantly.  I  had  hoped  that  today 
we  would  consider  an  amendment  to 
this  legislation  to  protect  Federal, 
military,  black  lung,  railroad  retirees, 
and  other  retirees'  cost-of-living  ad- 
justments [COLA'S]  from  the  threat 
of  further  Gramm-Rudman  cuts.  In 
effect,  this  amendment  would  have 
simply  provided  that  these  retirees  be 
treated  the  same  as  Social  Security 
beneficiaries.  It  would  have  guaran- 
teed that  our  Nation's  retirees  would 
be  treated  equally  and  that  they 
would  be  assured  of  the  COLA's  which 
they  have  been  promised  by  law.  It 
would  not  have  added  1  penny  to  our 
budget  deficit. 

The  reconciliation  does  provide 
COLA'S  for  1987  but  does  not  hold  it 
harmless  in  Gramm-Rudman  in  the 
future. 

The  Senate  has  already  adopted 
such  an  amendment  as  part  of  its  rec- 
onciliation legislation.  Twice,  I  have 
attempted  to  offer  a  COLA  protection 
amendment  in  this  body.  Yesterday,  I 


proposed  that  my  amendment  be  con- 
sidered as  part  of  H.R.  5300.  This 
summer,  I  proposed  that  it  be  consid- 
ered as  part  of  our  action  to  affirm  the 
1986  Gramm-Rudman  cuts.  Both 
times,  it  was  decided  that  I  would  not 
be  allowed  to  offer  the  amendment  on 
the  floor  of  this  House. 

Last  December,  the  recipients  of 
civil  service,  military,  tier  II  railroad. 
CIA.  black  lung.  Foreign  Service,  and 
certain  FECA  retirement  benefits  were 
abruptly  denied  their  COLA.  Scores  of 
these  retirees  were  informed  only  2 
weeks  before  they  expected  to  receive 
their  checks  that  their  1986  COLA 
had  been  suspended.  The  suspension 
became  a  denial  on  March  1.  1986.  At 
the  same  time,  their  contemporaries, 
who  receive  Social  Security  benefits 
were  given  a  3  percent  adjustment. 
This  action  immediately  established 
unequal  treatment  of  our  Nation's  re- 
tirees, and  placed  an  unnecessary  fi- 
nancial strain  on  millions  of  senior 
citizens. 

In  1983,  Social  Security  recipients 
were  required  to  sacrifice  their 
COLA'S  for  6  months.  Similar  sacrific- 
es have  been  made  by  all  civilian  retir- 
ees, as  well  as  military  and  railroad  re- 
tirees, over  the  past  3  years.  While  in- 
flation has  risen  10  percent  over  this 
period,  civilian  and  military  retirees 
have  only  received  one  COLA,  in  1984, 
at  a  rate  of  3.1  percent.  Over  the  last  6 
years.  Federal  annuitants  and  their 
survivors  alone  have  lost  approximate- 
ly 30  percent  of  their  inflation  adjust- 
ments. I  believe  the  time  has  come  for 
Congress  to  reexamine  where  sacrific- 
es need  to  be  made.  Senior  citizens 
have  done  enough. 

Just  a  few  months  ago.  Members  of 
this  body  affirmed  their  belief  in 
COLA  equity  for  all  retirees.  On  June 
24,  by  a  roUcall  vote  of  396-19.  the 
House  approved  my  legislation,  H.R. 
4060.  which  guarantees  a  COLA  in 
January  1987  to  recipients  of  civil 
service,  military,  and  other  Federal  re- 
tirement benefits.  The  amendment  I 
had  hoped  to  offer  today  was  a  logical 
extension  of  this  bill  and  this  vote.  IX 
simply  sought  to  treat  all  retirees  the 
same. 

Mr.  Chairman,  unequal  application 
of  the  law  is  never  wise  public  policy. 
In  the  case  of  America's  retirees,  the 
Gramm-Rudman  law  is  discriminatory. 
It  singles  out  millions  of  retirees  for 
unfair  treatment.  I  fully  support  ex- 
empting Social  Security  beneficiaries 
from  Gramm-Rudman.  I  firmly  believe 
we  should  do  the  same,  prospectively, 
for  the  rest  of  our  Nation's  retirees. 

In  conference.  I  call  upon  the  House 
conferees  to  accede  to  the  Senate  ver- 
sion. 

Mr.  Chairman.  Budget  Committee 
Chairman  Gray  and  the  chairmen  of 
our  other  standing  committees  have 
worked  hard  to  fashion  this  compro- 
mise budget  reconciliation  language.  I 
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fully  appreciate  the  pressures  they 
have  been  under  to  meet  our  deficit  re- 
duction targets,  especially  in  light  of 
the  administration's  stubborn  refusal 
to  consider  changes  in  revenues  and 
defense  spending  as  part  of  an  overall 
deficit  reduction  effort.  I  commend  my 
colleagues  for  their  perseverance  in 
fighting  this  seemingly  impossible 
budget  battle. 

I  do  believe,  however,  that  this 
House  had  an  opportunity  to  exhibit 
strong  leadership  in  defense  of  fair- 
ness for  our  retirees.  I  am  deeply  dis- 
appointed that  we  did  not  seize  that 
opportunity  and  vote  on  my  amend- 
ment today. 

Mr.  Chairman.  I  urge  my  colleagues 
to  vote  for  H.R.  5300.  In  addition,  I 
urge  the  House  to  accept  the  Senate 
amendments  to  exempt  civil  service, 
military,  and  other  Federal  retirement 
COLA'S  from  further  Gramm-Rudman 
cuts  when  we  meet  in  conference  on 
H.R.  5300. 

D  1455 
Mr.    GRAY    of    Pennsylvania.    Mr. 
Chairman.  I  yield  2  minutes  to  the  dis- 
tinguished gentleman  from  California 
[Mr.  WaxmanI. 

Mr.  WAXMAN.  Mr.  Chairman,  I  rise 
in  strong  support  of  H.R.  5300.  The 
additional  savings  contained  in  the 
Budget  Committee's  perfecting 
amendment  allow  us  to  achieve  our 
goals  for  reconciliation.  Not  only 
would  we  avoid  a  deep  sequestration 
under  Granun-Rudman,  but  we  would 
also  make  needed  improvements  in  the 
Medicare,  Medicaid,  and  Maternal  and 
Child  Health  Programs. 

The  Energy  and  Commerce  Commit- 
tee provisions  relating  to  Medicare  in 
title  IV  of  this  legislation  would,  on 
net.  reduce  outlays  by  $100  million  in 
fiscal  year  1987  and  $750  million  over 
the  next  3  years.  These  are  real  sav- 
ings, and  are  based  on  the  Gramm- 
Rudman  baseline.  Moreover,  they 
come  from  reforms  in  the  methods  of 
paying  providers;  there  are  no  in- 
creases in  the  beneficiaries'  out-of- 
pocket  expenses.  In  fact,  we  have  built 
into  this  bill  protections  against  great- 
er patient  liability,  in  situations  where 
Medicare  payments  to  providers  are 
reduced. 

The  Medicare  provisions  would  lift 
the  current  freeze  on  physician  fees 
and  reward  physicians  for  taking  as- 
signment on  their  Medicare  claims. 
The  bill  would  achieve  savings 
through  reductions  in  payments  for 
cataract  surgery,  clinical  laboratory 
services,  and  therapy  services  in  the 
home.  It  would  also  make  several  im- 
portant improvements  in  the  Medicare 
Program,  some  of  which  were  included 
in  our  reconciliation  conference  agree- 
ment last  year.  For  example,  we 
would: 

Improve  patient  access  to  vision 
care; 


Provide  for  judicial  review  on  disput- 
ed claims; 

Mandate  demonstration  projects  on 
providing  services  for  patients  with 
Alzheimer's  disease; 

Provide  payments  for  the  drugs  that 
are  essential  to  the  success  of  organ 
transplants  already  paid  for  by  Medi- 
care; 

Improve  the  supply  and  distribution 
of  organs  for  transplantation;  and 

Initiate  policy  research  on  health 
care  practices  and  patient  outcomes 
that  will  enable  us  to  make  more  sensi- 
ble program  improvements  in  the 
future. 

With  respect  to  Medicaid,  the  bill 
contains  a  number  of  important  pro- 
gram reforms.  Following  on  a  recom- 
mendation of  the  Southern  Gover- 
nor's Association,  the  bill  would  allow 
States,  at  their  option,  to  extend  Med- 
icaid coverage  to  pregnant  women,  and 
infants  up  to  age  1,  whose  incomes  fall 
below  100  percent  of  the  Federal  pov- 
erty line.  I  believe  that  this  provision, 
which  has  bipartisan  support,  will 
enable  the  States  to  reduce  their 
infant  mortality  rates  and  increase  the 
number  of  low-income  babies  born 
without  health  problems. 

The  bill  also  includes  a  provision  to 
allow  States  to  use  Medicaid  funds  to 
pay  the  Medicare  cost-sharing  require- 
ments faced  by  the  low-income  aged 
and  disabled  with  incomes  below  the 
poverty  line.  Finally,  the  bill  contains 
a  provision  to  hold  13  States  harmless 
against  a  decrease  in  their  Medicaid 
matching  rates  in  fiscal  year  1987  as  a 
result  of  a  change  made  by  last  year's 
reconciliation  bill.  The  States  protect- 
ed are:  Arizona,  Florida,  Georgia, 
Maine,  Minnesota,  Missouri,  New 
Hampshire,  North  Carolina,  Ohio, 
Rhode  Island,  South  Carolina,  South 
Dakota,  and  Virginia. 

Each  of  these  Medicaid  reform  pro- 
visions was  adopted  by  the  Senate  in 
the  reconciliation  bill  which  it  passed 
last  Friday.  They  all  have  broad,  bi- 
partisan support.  While  these  provi- 
sions do  cost  money— $110  million  in 
the  first  year— I  do  not  believe  that 
Federal  funds  could  be  better  spent 
than  helping  poor  pregnant  women, 
infants,  and  elderly  and  disabled 
people  get  needed  health  care. 

I  urge  my  colleagues  to  support  the 
bill. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  WAXMAN.  I  am  pleased  to  yield 
to  the  gentleman  from  Pennsylvania. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Chairman,  I  ask  the  distinguished  gen- 
tleman from  California  if  he  would  tell 
me  and  tell  the  House  what  would 
happen  in  the  area  of  health  care  for 
the  elderly  if  this  reconciliation  pack/ 
age  is  not  approved,  particularly  with 
regard  to  things  like  the  deductibility 
and  other  issues  which  the  gentleman 
is  one  of  the  foremost  experts  on. 


Mr.  WAXMAN.  Mr.  Chairman,  the 
biggest  complaint  of  the  elderly  under 
the  Medicare  Program  is  the  fast  in- 
crease in  the  hospital  deductible.  The 
reconcUiation  bill  provides  for  a  ceiling 
on  that  increase  so  that  the  elderly, 
once  they  have  to  go  to  the  hospital, 
will  not  be  faced  with  such  a  dramatic 
out-of-pocket  cost. 

The  legislation  further,  imder  Medi- 
care, provides  for  services  for  those 
who  do  not  have  services  at  the 
present  time,  particularly  Alzheimer's 
patients,  as  well  as  some  access  to 
health  care  that  low-income  elderly 
would  not  have. 

Mr.  GRAY  of  Pennsylvania.  I  thank 
the  gentleman  because  some  of  the 
spending  that  was  mentioned  earlier 
by  some  of  our  colleagues  really  is  re- 
ferring to  the  issues  that  the  gentle- 
man is  talking  about,  and  they  have 
been  paid  for  by  some  increases  in  rev- 
enues which  this  administration  ap- 
proves of. 

When  you  hear  the  talk  about  taxes, 
increased  spending,  you  are  talking 
about  those  issues  that  provide  health 
primarily  for  the  elderly  in  the  area  of 
Medicare  and  Medicaid  and  the  de- 
ductibility. 

I  think  the  House  ought  to  be  aware 
of  that. 

Mr.  Chairman.  I  yield  10  minutes  to 
the  gentleman  from  North  Carolina 
[Mr.  Jones],  the  distinguished  chair- 
man of  the  Committee  on  Merchant 
Marine  and  Fisheries. 

Mr.  JONES  of  North  Carolina.  Mr. 
Chairman,  I  rise  to  explain  those  pro- 
visions in  the  reconciliation  bill  con- 
tributed by  the  House  Merchant 
Marine  and  Fisheries  Committee. 
These  are  found  in  title  VI  of  the  leg- 
islation. 

The  Congessional  Budget  Office  has 
estimated  that  our  provisions  save  $38 
milion  in  direct  spending  for  fiscal 
year  1987  and  $50  million  in  fiscal  year 
1988  but  increase  direct  spending  by 
$3  million  in  fiscal  year  1989,  thus  to- 
taling a  decrease  of  $85  million  in 
direct  spending  over  3  years.  In  addi- 
tion there  is  a  $10  million  savings  in 
authorizations  over  3  years.  The  Con- 
gressional Budget  Office  also  esti- 
mates a  $139  million  increase  in  net 
revenues  over  the  3-year  period.  This 
last  figure  is  attributed  to  the  oil  spill 
provisions. 

Subtitle  A  of  title  VI  imposes  certain 
modest  fees  on  ocean  dumping  permit- 
tees. This  language  is  essentially  the 
same  as  that  found  in  H.R.  1957.  the 
Ocean  Dumping  Amendments  Act  of 
1985,  which  was  approved  by  the 
House  of  Representatives  on  Decem- 
ber 10,  1985. 

Subtitle  B  has  been  stricken  from 
the  bill  by  adoption  of  the  rule. 

Subtitle  C  amends  the  Merchant 
Marine  Act  of  1920  to  permit  the 
United  States  to  gain  possession  and 
dispose  of  vessels  and  other  assets  in 
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default  of  a  federally  guaranteed  loan 
under  title  XI  of  the  Merchant  Marine 
Act  of  1936.  The  Government  can 
recoup  some  of  its  costs  by  selling 
these  assets. 

Subtitle  D  authorizes  specific  Coast 
Guard  user  fees  associated  with  load- 
line  and  tonnage  measurement  laws. 
This  subtitle  is  essentially  the  same  as 
H.R.  1362,  which  was  approved  by  the 
House  of  Representatives  on  Decem- 
ber 2,  1985. 

Subtitle  E  amends  the  Panama 
Canal  Act  of  1979  to  increase  the 
amount  of  interest  on  the  United 
States  investment  in  the  Panama 
Canal  which  is  paid  to  the  United 
States  by  the  Panama  Canal  Commis- 
sion. 

Subtitle  F  provides  for  a  comprehen- 
sive oil  pollution  liability  and  compen- 
sation system.  The  House  has  repeat- 
edly endorsed  and  passed  legislation  to 
have  a  comprehensive  Federal  system 
to  deal  with  oil  spills  but  the  other 
body  has  failed  to  act.  Inclusion  of  the 
oil  spill  language  in  the  reconciliation 
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the  permit  application.  This  measure 
also  provides  for  the  collection  of  a 
special  fee  for  permits  issued  by  EPA 
to  recover  the  costs  of  ensuring  com- 
pliance with  dumping  regulations. 
These  provisions  were  included  in  the 
Ocean  Dumping  Act  reauthorization 
which  passed  the  House  on  December 
10.  1985. 

We  gave  substantial  thought  to  the 
fees,  particularly  the  special  compli- 
ance fee  provisions  of  this  legislation, 
especially  as  they  affect  the  develop- 
ment and  implementation  of  technolo- 
gy for  destroying  hazardous  waste  at 
sea  by  incineration.  Specifically,  the 
amount  of  the  special  compliance  fee 
should  not  be  set  at  a  level  which  will 
adversely  impact  the  prospects  for 
commercial  implementation  of  effec- 
tive and  efficient  ocean-based  waste 
destruction  technology.  Also,  we 
intend  the  special  compliance  fee  to 
reflect  the  need  for  reasonable  assess- 
ments of  the  direct  effects  on  the 
marine  environment  caused  by  dispos- 


Title  XI  was  created  to  meet  the  na- 
tional security  objectives  of  secure  wa- 
terbome  commerce  with  adequate 
auxiliary  vessels  and  crew.  The  Loan 
Guarantee  Program  was  intended  to 
be  self-sustaining;  to  show  neither 
profit  nor  loss  over  the  long  term.  In 
the  last  several  years,  however,  the 
program  has  experienced  an  imprece- 
dented  series  of  defaults  requiring 
payouts  in  the  billions  of  dollars  to 
guaranteed  bond  holders  by  the  Feder- 
al Government. 

Until  1978.  the  Maritime  Adminis- 
trator could  repossess  on  demand  de- 
spite the  protections  accorded  a  debtor 
under  bankruptcy  laws.  However.  Con- 
gress unintentionally  eliminated  that 
power  when  it  revamped  the  Bank- 
ruptcy Code  in  1978.  and  since  that 
time,  bankruptcy  proceedings  have 
presented  a  substantial  impediment  to 
the  Maritime  Administration  for  clo- 
sure efforts.  The  inability  of  the  Mari- 
time Administration  to  foreclose  on  its 
collateral  in  a  timely  manner  has  been 


bill  is  another  effort  to  seek  to  have    ^   activities   and   not   for   gathering    one  factor  in  the  current  insolvency  of 

the  title  XI  program. 

Moreover,  the  continued  operation 
by  defaulting  debtors  adversely  affects 
the  financial  liability  of  other,  nonde- 
faulting  operators.  This,  in  turn, 
threatens  the  continued  viability  of 
other  loans  of  the  Maritime  Adminis- 
tration by  undermining  the  ability  of, 
nondefaulting  operators  to  pay  off 
their  debts. 

Section  6201  will  give  back  to  the 
Government  the  ability  to  enforce  a 
maritime  lein,  protect  its  collateral, 
and  help  assure  the  future  viability  of 
nondefaulting  operators.  It  will  also 
have  the  additional  benefit  of  raising 
revenue  for  budget  reconciliation  pur- 
poses. CBO  estimates  it  will  raise 
about  $34  million  in  the  first  year 
alone. 

Finally,  Mr.  Chairman,  I  would  like, 
to  point  out  that  our  title  of  this  bill 
includes  comprehensive  oil  pollution 
liability  and  compensation,  the  "oil 
spill  fund."  This  committee  has 
worked  long  and  hard  to  get  a  compre- 
hensive system  of  oil  spill  compensa- 
tion and  cleanup  and  it  is  my  hope 
that  through  this  vehicle  we  may  fi- 
nally get  a  system  in  place.  My  col- 
leagues may  have  noted  that  there 
was  a  frighteningly  large  oil  spill  near 
the  Delaware  River  this  month.  That 
spill  could  have  caused  major  damage 
to  the  environment.  Luckily  it  did  not. 
Nonetheless,  the  taxpayers  of  this 
country,  according  to  the  Secretary  of 
Transportation,  paid  $6.3  million  to 
clean  it  up.  Had  we  had  the  system 
proposed  here  today  in  place,  the  tax- 
payers would  have  been  relieved  of 
that  burden. 

The  important  thing  for  us  to  keep 
in  perspective  is  that  we  enact  a 
system  that  fully  compensates  victims 
of  oil  spills  and  that  fully  cleans  them 
up.   This  should   be   achieved   while 


the  other  body  deal  seriously  with  this 
issue  in  the  99th  Congress. 

Subtitle  G  establishes  a  National 
Offshore  Vessel  Operators  Safety  Ad- 
visory Committee. 

Subtitle  H  repeals  the  act  establish- 
ing the  National  Advisory  Committee 
on  Oceans  and  Atmosphere.  Repeal 
should  prevent  future  appropriations 
and  thus  save  the  Federal  Govern- 
ment about  $500,000  a  year. 

Subtitle  J  imposes  a  requirement  for 
the  use  of  American  built  equipment 
for  the  exploration  and  developing  on 
the  U.S.  Outer  Continental  Shelf. 

The  Committee  on  Merchant  Marine 
and  Fisheries  is  proud  of  its  title  VI 
contribution  to  deficit  reduction  and 
supports  its  complete  inclusion  in  the 
Omnibus  Reconciliation  Act. 

Mr.  Chairman.  I  reserve  the  balance 
of  my  time. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man. I  yield  10  minutes  to  the  gentle- 
man from  Michigan  [Mr.  Davis],  the 
ranking  member  of  the  Committee  on 
Merchant  Marine  and  Fisheries. 

Mr.  DAVIS.  Mr.  Chairman.  I  thank 
the  gentlewoman  from  Illinois  for 
yielding  time  to  me. 

Mr.  Chairman.  I  would  like  to  take 
this  opportunity  to  make  some  obser- 
vations about  title  VI  of  this  bill, 
which  was  reported  by  the  Merchant 
Marine  and  Fisheries  Committee,  and 
which  I  support.  I  commend  my  col- 
league, Mr.  Jones,  the  chairman  of 
our  committee,  for  his  capable  expla- 
nation of  the  provisions  of  this  title. 

There  are  two  areas  in  which  our 
conunittee  elected  to  include  user  fees 
in  this  package.  The  first,  the  ocean 
dumping  user  fee,  will  collect  from 
ocean  dumping  applicants  a  fee  not  to 
exceed  $10,000,  which  will  reflect  the 
reasonable  administrative  costs  of  the 
Administrator  of  EPA  in  processing 


baseline  data  nor  to  recoup  the  costs 
of  long-term,  comprehensive  ocean  re- 
search programs. 

The  second  user  fee  in  this  package 
will  be  charged  by  the  Coast  Guard  to 
recover  the  costs  of  loadline  and  ton- 
nage measurement  for  vessels.  The  fee 
is  part  of  the  text  of  H.R.  1362.  a  bill 
revising,  consolidating,  and  enacting 
certain  laws  related  to  loadline  and 
tormage  measurement  which  passed 
the  House  December  2.  1985.  The  fee 
is  a  reasonable  and  direct  user  fee 
which  has  been  agreed  to  by  industry. 

In  particular.  I  bring  these  two  sec- 
tions into  focus  because  there  has 
been  an  effort  to  enact,  as  part  of  rec- 
onciliation, a  general  Coast  Guard 
user  fee  for  recreational  boaters.  It  is 
the  strong  opinion  of  this  Member  of 
the  House  that  these  kinds  of  revenue- 
raising  ploys  are  nothing  but  addition- 
al taxes  and  should,  at  the  very  least, 
be  called  by  their  real  name.  The  Com- 
mittee on  Merchant  Marine  and  Fish- 
eries has  made  it  abundantly  clear 
time  and  again  that  we  are  not  op- 
posed to  reasonable,  direct  fees— dem- 
onstrated. I  think,  by  our  willingness 
to  include  two  such  fees  in  this  legisla- 
tion. But  we  continue  to  oppose  efforts 
to  balance  the  budget  with  across-the- 
board  taxes  on  specific  sectors  of  our 
population,  in  this  case  boaters.  I  will 
continue  to  strongly  oppose  this  con- 
cept here  in  reconciliation  or  any- 
where else  it  may  appear  in  legislation 
we  produce  in  this  House. 

Mr.  Chairman,  title  VI  also  includes 
a  provision,  in  section  6201,  to  amend 
the  Merchant  Marine  Act  of  1920  to 
restore  the  protections  the  Maritime 
Administration  enjoyed  under  the 
Vessel  Loan  Guarantee  Program  of 
title  XI  of  the  Merchant  Marine  Act 
of  1936,  prior  to  enactment  of  the 
Bankruptcy  Code  in  1978. 
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treating  all  parties— industry,  environ- 
mentalists, and  States— in  a  balanced 
and  fair  manner,  as  well  as  uptiolding 
our  obligations  in  the  international 
maritime  commimity.  I  urge  my  col- 
leagues to  continue  to  press  forward 
on  ensuring  that  this  oil  spill  fund  is 
set  up  before  we  consider  our  work 
complete  in  this  Congress. 

D  1505 

Mr.  Chairman.  I  yield  3  minutes  to 
the  distinguished  gentleman  from 
Maine  [Mr.  McKernan]. 

The  CHAIRMAN.  Without  objec- 
tion, the  gentleman  from  Maine  [Mr. 
McKernan]  is  recognized  for  3  min- 
utes. 
There  was  no  objection. 
Mr.  McKERNAN.  Mr.  Chairman.  I 
thank  the  distinguished  ranking 
member  for  yielding. 

I  want  to  say.  first  of  all.  that  I 
voted  against  the  rule  on  this  legisla- 
tion because  I  feel  that  there  is  a 
better  way  to  meet  our  obligations  to 
reduce  the  deficit.  Having  said  that.  I 
also  feel  that  it  is  important  to  sup- 
port this  legislation  in  order  to  keep 
the  process  moving  so  that  we  will  ul- 
timately be  able  to  come  to  a  resolu- 
tion which  is  going  to  reduce  this  defi- 
cit that  faces  our  country. 

I  want  to  commend  as  we  begin  to 
debate  this  particular  aspect  of  the 
bill  both  the  chairman  of  the  Mer- 
chant Marine  and  Fisheries  Commit- 
tee, as  well  as  the  ranking  member,  for 
including  title  VI.  which  is  subtitle  (P) 
of  the  oilspill  liability.  It  is  an  issue 
that  we  on  the  committee  have  spent 
an  awful  lot  of  time  dealing  with.  It  is 
one  which  to  my  mind  has  not  been 
satisfactorily  resolved  to  date,  espe- 
cially because  of  some  of  the  provi- 
sions that  adversely  affect  the  States 
that  have  taken  the  initiative  to  pro- 
tect their  particular  coastlines;  but 
section  6510  of  subtitle  (F)  changes 
the  way  we  have  passed  this  legisla- 
tion in  the  past.  It  maintains  States 
rights,  and  for  me  personally  it  is  the 
successful  culmination  of  a  4-year 
battle  that  we  have  had  to  make  sure 
that  States  that  had  the  foresight, 
such  as  Maine,  to  protect  their  coasts 
will  continue  to  have  that  opportunity 
even  as  we  move  to  a  national  system 
to  also  protect  the  coasts  where  those 
States  have  not  had  the  foresight  to 
do  what  the  people  of  Maine  have  had 
on  the  books  for  some  15  years. 

I  want  to  just  say  in  conclusion 
again  that  I  think  this  is  a  major  step 
forward.  I  think  we  can  all  be  proud 
that  we  are  finally  working  toward 
having  a  way  to  protect  our  coasts  and 
at  the  same  time  not  interfering  with 
those  States  that  have  already  taken 
that  action  in  order  to  make  sure  that 
they  can  preserve  their  coastlines, 
which  are  so  important  not  only  to  the 
heritage  of  many  of  the  States,  but 
also  to  our  future. 


Mr.  DAVIS.  Mr.  Chairman,  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time  to 
the  gentlewoman  from  Illinois  [Mrs. 
Martin]. 

Mr.  JONES  of  North  Carolina.  Mr. 
Chairman,  I  have  no  further  requests 
for  time,  and  I  yield  back  the  balance 
of  my  time  to  the  gentleman  from 
Pennsylvania  [Mr.  Gray],  chairman  of 
the  Committee  on  the  Budget. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Chairman,  I  yield  6  minutes  to  the  dis- 
tinguished gentleman  from  California 
[Mr.  Panetta]. 

Mr.  PANETTA.  Mr.  Chairman,  this 
is  not  the  most  glorious  moment  in  the 
history  of  the  budget  process.  I  think 
there  are  many  of  us  who  would  look 
to  a  very  strong  reconciliation  bill  that 
will  be  comparable  to  the  $400  billion 
that  we  have  been  able  to  achieve  in 
the  budget  process  over  the  last  few 
years  and  to  try  in  some  way  to  pro- 
vide a  package  that  is  comparable  to 
what  we  have  been  able  to  do  in  the 
past;  but  at  best,  we  have  a  one-shot 
effort  to  try  to  avoid  the  ax  of 
Gramm-Rudman. 

We  are  in  the  last  few  minutes  of 
this  year's  budget  game.  Frankly,  we 
have  very  little  choice  left.  If  we  walk 
off  the  field  now  and  do  not  adopt  rec- 
onciliation, then  we  are  sure  to  lose 
the  game.  Gramm-Rudman  would  go 
into  effect  to  the  tune  of  almost  $24 
billion  that  would  have  to  be  reduced. 
$12  billion  out  of  defense.  $12  billion 
out  of  nondefense. 

We  are  looking  at  cuts  in  terms  of 
cost-of-living  increases. 

More  importantly,  in  the  defense 
area,  we  are  looking  at  a  cut  of  almost 
300.000  active  duty  personnel.  There  is 
not  anyone  here  who  is  prepared  to 
subject  the  country's  security  to  that 
kind  of  a  proposal. 

So  we  have  to  play  out  these  last  few 
minutes  and  we  have  to  do  it  with  a 
giant  dose  of  pain  killer,  of  novacaine, 
and  that  is  what  this  represents. 

Everyone  acknowledges  that  in  this 
package  we  are  not  solving  the  struc- 
tural problems  of  the  deficit.  We  know 
what  we  have  to  do  to  do  that.  We 
have  got  to  proceed  with  serious  re- 
ductions in  spending  and  we  have  to 
proceed  with  revenue  increases.  That 
is  where  it  is  at.  That  has  been  ac- 
knowledged time  and  time  again  when 
it  comes  to  dealing  with  the  deficit 
issue. 

But  what  has  happened?  The  Presi- 
dent has  basically  walked  away  from 
this  issue  and  the  Congress  has  fol- 
lowed. The  President  has  said  that  we 
are  not  going  to  cut  defense,  we  are 
not  going  to  raise  taxes,  and  the  Con- 
gress basically  says,  "If  that  is  your 
position,  Mr.  President,  we  are  not 
going  to  cut  spending." 

It  is  gridlock,  budget  gridlock,  and  it 
has  been  that  way  for  the  last  5  years 
and  it  continues  today. 


Gramm-Rudman  was  intended  to  try 
to  break  that  budget  gridlock.  That  is 
the  whole  point  of  Gramm-Rudman. 
It  was  intended  to  say  to  both  the 
President  and  the  Congress,  "Get  your 
act  together,  make  your  tough  choices, 
or  else  we  will  cut  everything  else 
across  the  board." 

To  the  extent  that  Gramm-Rudman 
has  failed  to  break  that  deadlock, 
Gramm-Rudman  has  failed,  and  I  am 
one  of  those  who  worked  on  that  pro- 
posal and  felt  hopefully  that  it  would 
convince  both  the  President  and  the 
Congress  to  act.  It  failed  to  do  that;  so 
we  really  do  not  have  any  choice 
today. 

The  only  path  we  can  follow  is  the 
path  of  supporting  this  reconciliation 
to  avoid  an  even  greater  crisis  that 
this  country  would  have  to  face;  but  in 
saying  that,  I  hope  all  Members  will 
learn  some  basic  lessons  today  from 
what  we  do  on  reconciliation. 

First  of  all,  let  us  understand  that 
we  cannot  in  the  Congress  wait  for  the 
President  to  lead  on  this  issue.  He  is 
not.  If  you  are  waiting  next  year  for 
this  President  to  suddenly  take  a  lead 
on  revenues,  forget  it.  Not  raising  rev- 
enues has  been  a  centerpiece  for  this 
President  throughout  his  administra- 
tion and  he  is  not  about  to  change 
next  year.  The  President  has  basically 
taken  the  position  that  he  is  not  going 
to  put  deficit  reduction  as  a  No.  1  pri- 
ority; so  we  ought  not  to  wait  for  his 
leadership.  If  we  are  going  to  move  on 
the  deficit,  we  in  the  Congress  are 
going  to  have  to  do  it. 

Second,  by  enacting  this  package,  we 
are  bringing  the  Nation  closer  to  a  real 
crisis  in  terms  of  our  deficit  situation. 
Next  year  we  face  a  target  of  $108  bil- 
lion under  Gramm-Rudman.  By  enact- 
ing a  short-term  package  in  this  sense, 
we  face  an  even  tougher  situation  next 
year. 

The  third  lesson  is  this.  We  are  by 
enacting  this  package  slowly  limiting 
our  options  even  more. 

The  options  for  1988  that  we  face  in 
the  budget  for  1988  are  one  of  two.  We 
will  either  get  rid  of  Gramm-Rudman 
and  the  targets  that  are  a  part  of 
Gramm-Rudman  or  we  will  enact  the 
very  tough  choices  that  have  to  be  en- 
acted of  adopting  revenue  increases 
and  reductions  totaling  anywhere 
from  $60  billion  to  $70  billion. 

We  are  in  that  comer  now.  We  have 
given  up  the  last  few  easy  ways  out 
throgh  asset  sales  and  through  the 
other  parts  that  are  contained  in  the 
reconciliation;  so  ultimately  what 
Gramm-Rudman  failed  to  do,  we  may 
very  well  be  forcing  ourselves  to  do, 
which  is  to  move  on  those  tough 
choices. 

It  does  not  replace  leadership,  but 
ultimately  it  may  force  us  to  take  the 
right  action  because  the  public  will 
demand  no  less. 
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Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man. I  yield  5  minutes  to  the  gentle- 
man from  Ohio  [Mr.  Wylie]. 

Mr.  WYLIE.  Mr.  Chairman,  I  thank 
the  gentlewoman  for  yielding. 

Mr.  Chairman,  I  think  my  position 
was  made  quite  clear  in  the  previous 
debate  on  the  rule  which  was  held  ear- 
lier this  morning,  that  out  of  perhaps 
an  overabundance  of  caution,  I  want 
to  discuss  the  issue  that  I  addressed 
earlier  in  regard  to  my  amendment. 

As  I  said,  the  Rules  Committee  made 
in  order  an  amendment  to  be  offered 
by  me.  I  did  not  ask  the  Rules  Com- 
mittee to  do  this  for  me.  This  may  be 
an  historic  moment  where  a  Member 
received  a  rule  that  he  did  not  request. 
It  may  be  that  the  Rules  Committee  is 
compensating  me  for  all  the  rules  that 
I  did  ask  for  and  did  not  receive,  but  I 
do  not  regard  this  as  a  favor,  and  in 
my  opinion  it  is  not  a  quid  pro  quo. 

I  just  learned  about  the  rule  when  I 
came  to  the  floor  this  morning  when  I 
saw  the  briefing  sheet.  When  I  took  a 
look  at  the  briefing  sheet.  I  saw  that 
the  banking  title  of  the  reconciliation 
bill  adds  to  the  deficit  by  $470  million. 
This  caused  me  great  concern,  because 
I  was  under  the  impression  that  what 
we  were  doing  in  the  Banking  Commit- 
tee was  sending  over  a  bill  which  met 
the  deficit  reduction  targets  as  out- 
lined in  the  budget  resolution.  Because 
of  this,  it  was  my  intent  to  offer  an 
amendment  which  would  reduce  the 
banking  title  by  $470  million  and 
therefore  reduce  the  deficit  to  the 
budget  reduction  figures. 

So  there  will  be  no  misunderstand- 
ing, Mr.  Chairman,  my  amendment, 
which  was  general  in  nature,  did  not 
specifically  refer  to  the  amendment  of 
the  gentleman  from  Illinois  reducing 
the  elderly  rents  or  any  other  program 
contained  in  the  housing  authoriza- 
tion bill. 

I  do  think  that  I  should  point  out  to 
the  members  of  the  committee  that  in 
order  to  meet  the  budget  require- 
ments, the  Budget  Committee  is  forc- 
ing the  Farmers'  Home  Administration 
to  sell  rural  housing  loans  that  it 
holds  in  its  portfolio.  This  amounts  to 
a  fire  sale  and  it  is  forcing  the  Farm- 
ers' Home  Administration  to  give  up 
assets  which  it  owns  and  which  are 
valuable,  in  my  opinion. 

During  the  debate  on  the  rule  this 
morning,  the  esteemed  chairman  of 
the  Budget  Committee  brought  to  my 
attention  with  regard  to  H.R.  1  and  its 
inclusion  in  the  reconciliation  bill  that 
because  of  the  rules  of  the  other  body, 
the  extraneous  legislative  material 
contained  in  H.R.  1  will  be  dropped. 

For  all  these  reasons,  I  do  not  intend 
to  offer  the  amendment  which  was 
made  in  order  by  the  rule,  which  I  did 
not  request.  I  think  offering  the 
amendment  at  this  time  would  be  a 
vain  thing,  and  I  am  not  in  the  habit 
of  doing  vain  things. 
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Now,  Mr.  Chairman,  I  would  like  to 
just  say  a  couple  of  words  about  what 
we  had  to  do  in  our  Banking  Commit- 
tee to  meet  the  targets  of  the  budget 
process. 

With  regard  to  the  Government- 
owned  assets,  the  Banking  Committee 
has  few  programs  from  which  to 
choose.  Therefore,  title  III,  the  Bank- 
ing Committee's  title  of  H.R.  5300. 
contains  legislation  which  would  re- 
quire the  Farmers'  Home  Administra- 
tion to  sell  loan  assets  in  sufficient 
amounts  to  lower  the  net  outlays  by 
$2.4  billion  over  the  next  3  years. 

Title  III  also  contains  legislation 
which  would  require  the  Export- 
Import  Bank  to  sell  sufficient  loan 
assets  to  reduce  outlays  by  $2.8  billion 
in  1987. 

The  Banking  Committee's  contribu- 
tion to  reconciliation  is  almost  double 
the  amount  that  was  initially  required 
by  the  concurrent  budget  resolution. 
This  action  was  necessary  because  of 
the  fact  that  H.R.  5300  was  signifi- 
cantly under  what  was  required  to 
meet  the  1987  Gramm-Rudman  target 
and  therefore  avoid  sequestration. 

Mr.  Chairman,  there  has  been  a  lot 
of  controversy  over  achieving  deficit 
reduction  by  means  of  selling  off  Gov- 
ernment assets.  Some  have  referred  to 
this  as  nothing  more  than  a  fire  sale; 
that  is,  selling  a  portion  of  the  assets 
of  the  Nation  at  the  risk  of  realizing 
certain  losses  of  the  asset  itself,  its  as- 
sociated future  revenues  and  the  dis- 
counts that  will  be  required  in  order  to 
sell  it  all  for  a  one-time  boost  in  reve- 
nues. 

I  am  going  to  support  the  reconcilia- 
tion bill  today. 

As  I  said  earlier  this  morning,  I  sup- 
port the  housing  bill  which  passed  the 
House  earlier  this  year  and  mention 
the  fact  that  we  did  have  a  good  day  in 
the  Banking  Committee  yesterday.  We 
passed  the  package  providing  for  a 
FSLIC  recapitalization  bill,  a  regula- 
tors' bill,  a  funds  availability  bill,  H.R. 
1. 

For  all  these  reasons,  Mr.  Chairman, 
I  do  not  intend  to  offer  my  amend- 
ment at  the  time  it  is  afforded  to  me. 

D  1520 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Chairman,  I  yield  3  minutes  to  the 
gentleman  from  Michigan  [Mr.  Din- 
cell],  the  distinguished  chairman  of 
the  Committee  on  Energy  and  Com- 
merce. 

Mr.  DINGELL.  Mr.  Chairman,  I 
thank  the  distinguished  chairman  of 
the  Committee  on  the  Budget,  and  I 
express  my  appreciation  to  him  for 
not  only  his  extraordinary  ability  in 
handling  this  difficult  matter,  but  also 
his  courtesy  to  me  during  this  debate. 

I  rise  first  for  purposes  of  making  a 
statement  regarding  the  legislative 
history  of  the  Conrail  Privatization 
Act. 


On  September  17,  1986,  the  Commit- 
tee on  Energy  and  Commerce  ap- 
proved the  Conrail  Privatization  Act. 
In  lieu  of  the  committee  report,  this 
floor  statement  that  I  have  with  me 
represents  the  views  of  both  the  chair- 
men and  the  ranking  minority  mem- 
bers of  the  committee  and  the  subcom- 
mittee, the  gentleman  from  New 
Jersey  (Mr.  Florio];  my  distinguished 
and  beloved  friend,  the  gentleman 
from  New  York  [Mr.  Lent],  the  senior 
minority  member;  our  dear  friend  and 
colleague,  the  gentleman  from  Kansas 
[Mr.  Whittaker],  as  well  as  of  our 
good  friend,  the  gentleman  from  Illi- 
nois [Mr.  Masigan}. 

Mr.  LENT.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  DINGELL.  I  yield  to  the  gentle- 
man from  New  York. 

Mr.  LENT.  Mr.  Chairman,  I  thank 
the  gentleman  for  yielding. 

Mr.  Chairman,  we  know  that  there 
are  many  Members  of  the  House  who 
have  concerns  about  how  Conrail  will 
deal  with  shippers,  railroads,  facilities, 
and  State  and  local  governments  after 
it  becomes  a  private  company.  I  would 
hope  that  Conrail  will  negotiate  in 
good  faith  to  resolve  all  such  concerns. 
I  trust  that  the  chairman  shares  my 
concerns,  and  that  we  can  work  to- 
gether in  the  appropriate  fashion  to 
see  that  Conrail  is  properly  sensitive 
to  these  concerns. 

Mr.  DINGELL.  Mr.  Chairman.  I 
thank  my  dear  friend  from  New  York, 
and  I  concur  fully  in  his  statement.  I 
would  expect  Conrail,  as  the  gentle- 
man has  said,  to  negotiate  in  good 
faith  with  the  parties  he  has  men- 
tioned to  resolve  these  problems.  I  fur- 
thermore add  that  the  committee  will 
interest  itself  actively  in  this  matter  to 
ensure  that  Conrail  is  dealing  with 
these  concerns  in  an  appropriate  fash- 
ion, 

Mr.  Chairman,  I  yield  back  the  bal- 
ance of  my  time. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, I  yield  3  minutes  to  the  gentle- 
man from  Pennsylvania  [Mr.  Walker]. 
Mr.  WALKER.  Mr.  Chairman,  I 
must  admit  that  I  am  one  of  the 
people  who  is  fascinated  when  I  go  to 
a  magic  show,  and  I  watch  that  act 
where  the  magician  comes  out  and 
first  of  all  brings  an  elephant  onto  the 
stage  and  levitates  it.  Then,  after  levi- 
tating it  and  so  on,  in  a  few  moments, 
proof,  the  elephant  is  gone,  and  so  on. 
Well,  I  must  say  that  this  whole 
process  reminds  me  a  little  bit  of  that 
kind  of  a  magic  show,  and  we  ought  to 
be  just  as  fascinated  by  it.  The  act  of 
levitation  was  when  we  brought  the 
budget  to  the  floor.  When  I  go  to  that 
magic  show,  I  am  always  looking  for 
the  wires— you  know,  where  do  they 
have  the  wires  on  the  elephant,  and  so 
on.  Well.  I  suppose  that  I  did  not  look 
hard  enough  in  this  case,  because  I 
was  one  of  those  who  ended  up  believ- 
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Ing.  I  saw  the  levitation  and  I  believed 
and  I  voted  for  the  budget,  because  I 
really  thought  that  this  was  some- 
thing that  was  real. 

Now  I  find  out  when  we  get  the  rec- 
onciliation package  out  here  on  the 
floor  that  in  fact  it  was  just  another  il- 
lusion, because  the  reconciliation 
package  has  absolutely  nothing  to  do 
with  the  budget.  What  we  have  done  is 
found  about  $15  billion,  and  poof,  it  is 
gone.  Here  it  is  out  here  in  language 
and  so  on  that  everybody  could  under- 
stand. 

How  did  we  get  it  to  go  away?  Well. 
we  took  some  spending  that  was  sup- 
posed to  be  made  in  1987  and  we 
moved  it  back  into  1986.  so  that  the 
$230  biUion  deficit  we  had  in  1986  be- 
comes a  $231  billion  deficit.  That  does 
not  make  any  difference,  good  heav- 
ens, and  so  on.  it  just  adds  on  to  the  $2 
trillion  deficit  that  we  have.  Our  kids 
will  pay  for  it  anyway,  and  so  on.  but 
it  does  not  show  up  in  1987. 

Using  that  kind  of  logic,  we  could 
balance  this  budget.  All  we  would  have 
to  do  is  take  the  whole  defense  budget 
out  of  1987.  bring  it  back  and  put  it  in 
1986_of  course,  it  would  make  the 
1986  deficit  about  $500  billion,  but 
who  cares,  that  is  by  now,  and  so  on— 
and  we  would  have  a  balanced  budget 
in  1987.  We  could  all  go  home  and  we 
could  campaign  on  the  idea  that,  by 
golly,  we  had  balanced  the  budget. 

This  is  the  kind  of  illusion  that  we 
are  dealing  with  out  here.  It  is  a  magic 
act.  It  should  not  be  taken  seriously. 
We  ought  to  kill  this  bill  right  now;  we 
ought  to  just  vote  it  down. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, will  the  gentleman  yield? 

Mr.  WALKER.  I  yield  to  the  gentle- 
woman from  Illinois. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man. I  just  want  the  gentleman  to 
know  he  should  not  give  up  in  terms 
of  the  defense  budget;  we  are  not  back 
with  the  conference  report  yet. 

Mr.  WALKER.  We  have  another  ele- 
phant coming?  I  am  pleased. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Chairman.  I  yield  IVb  minutes  to  the 
gentleman  from  Tennessee  [Mr. 
Ford],  a  member  of  the  Committee  on 
Ways  and  Means. 

Mr.  FORD  of  Tennessee.  Mr.  Chair- 
man, I  rise  in  support  of  H.R.  5300. 
and  I  would  like  to  commend  the 
chairman  of  the  Committee  on  Ways 
and  Means,  the  gentleman  from  Illi- 
nois [Mr.  RosTENKOWSKi],  also  for  his 
leadership  in  bringing  in  the  title  X 
section  of  H.R.  5300  that  is  before  us 
today. 

I  am  especially  pleased  that  title  X 
of  the  bill  includes  provisions  requir- 
ing that  all  States  implement  the 
APDC  unemployed  parent  program. 
Today  in  half  the  States  a  father  must 
leave  his  home  in  order  to  support  his 
family  in  order  for  them  to  receive 
AFDC  benefits.  It  should  come  as  no 
surprise  that  this  policy  encourages 


family  breakup.  What  continues  to 
surprise  me,  however,  is  the  Reagan 
administration's  opposition  to  this 
policy.  The  President  has  repeatedly 
stressed  his  profamily  agenda  and 
often  alluded  to  the  welfare  policies 
that  encourage  the  breakup  of  the 
family. 

We  have  taken  the  President  at  his 
word.  We  have  identified  the  single 
most  notorious  antifamily  welfare 
policy,  and  we  propose  to  eliminate  it 
in  the  reconciliation  provision  that 
was  reported  by  the  Ways  and  Means 
Committee. 

If  the  President  means  what  he  says, 
then  he  will  support  this  bill,  includ- 
ing the  AFDC-UP  program.  After  all, 
it  gives  him  the  best  of  both  worlds.  It 
gives  him  profamily,  and  also  antidefi- 
cits. 

Mr.  Chairman,  we  urge  our  col- 
leagues to  vote  for  H.R.  5300. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man. I  yield  2  minutes  to  the  gentle- 
man   from    California    [Mr.    Danne- 

MEYER  1 

Mr.  DANNEMEYER.  Mr.  Chairman. 
I  rise  in  opposition  to  this  package  des- 
ignated "reconciliation."  One  would 
think  that  when  we  in  the  Congress 
have  to  face  the  reality  of  finding 
ways  to  reduce  the  deficit,  most  Amer- 
icans would  say,  "Well,  cut  spending." 

That  is  not  true.  What  this  package 
proposes  to  do  is  kind  of  like  when  the 
family  gets  together  and  discusses 
that  they  do  not  have  enough  money 
to  run  their  household  budget,  and 
somebody  suggests,  "Well,  let's  sell  off 
the  kitchen,  or  how  about  the  bed- 
room." 

"How  can  we  live  if  we  do  that?" 

"Who  cares  about  that?  At  least 
we'll  get  by  this  budget  crisis  for  this 
year." 

That  is  what  we  propose  to  say  in 
this  reconciliation  package:  $15  billion- 
plus  of  alleged  savings  comes  about 
from  selling  the  kitchen  or  the  bath- 
room or  the  bedroom  of  the  house, 
$8.7  billion.  What  is  most  distasteful 
and  reprehensible  in  this  whole  proc- 
ess of  reconciliation  is  that  we  still  see 
Members  of  the  House  using  the  rec- 
onciliation process  as  a  vehicle  for 
adding  new  programs  for  which  no  au- 
thorization exists.  In  this  reconcilia- 
tion package  it  totals  a  little  over  $3 
billion.  Never  should  we  be  putting  our 
stamp  of  approval  on  that  kind  of  a 
process. 

In  terms  of  cuts  there  is  $1,876  bil- 
lion of  cuts  in  this  bill.  I  commend  the 
courage  of  those  who  developed  it  at 
least  for  that  much.  In  case  Members 
are  wondering  where  we  can  find  ways 
to  cut  more,  I  have  a  list  of  $26  billion 
in  spending  cuts  that  are  identified,  a 
compilation  of  recommendations  of 
the  Grace  Commission,  the  Heritage 
Foundation,  and  the  General  Account- 
ing Office. 

The  only  thing  that  we  need  around 
here  is  people  with  the  guts  to  vote  to 


do  it.  We  do  not  have  this  in  the  99th 
Congress,  and  in  November  1986  I 
hope  that  the  American  people  will 
make  a  judgment  as  to  who  they  want 
to  show  up  around  here  in  organizing 
the  100th  Congress. 

D  1530 

Mr.  LOWRY  of  Washington.  Mr. 
Chairman,  I  yield  3  minutes  to  the 
gentleman  from  Arizona  [Mr.  Udall], 
the  chairman  of  the  Committee  on  In- 
terior and  Insular  Affairs. 

Mr.  UDALL.  Mr.  Chairman,  the  Con- 
stitution assigns  the  Congress  broad 
responsibilities  regarding  our  insular 
areas.  Because  their  3.5  million  Ameri- 
cans do  not  have  influence  over  the 
decisions  we  make  that  affect  them 
equal  to  that  of  their  fellow  Ameri- 
cans, we  have  a  special  obligation  to 
carefully  consider  the  impact  of  all 
legislation  upon  the  territories  and 
commonwealths. 

The  Committee  on  Interior  and  In- 
sular Affairs  has  broad  jurisdiction 
over  matters  affecting  our  territories 
and  commonwealths.  Because  almost 
all  matters  affect  them,  this  jurisdic- 
tion is  shared  with  other  committees 
of  the  House. 

The  circumstances  of  our  Caribbean 
and  Pacific  insular  areas  are  often  dif- 
ferent from  the  rest  of  the  Nation.  Be- 
cause this  means  that  their  needs  are 
also  unique,  they  must  be  specially 
treated  in  most  legislation. 

I  am  concerned  that  several  provi- 
sions of  this  legislation  were  developed 
without  consultation  with  the  Com- 
mittee on  Interior  and  Insular  Affairs 
or  our  colleagues  from  the  U.S.  insular 
areas.  I  hope  that  the  unique  needs  of 
the  territories  and  commonwealths 
can  be  adequately  addressed  in  the 
conference  on  budget  reconciliation  so 
that  serious  adverse  consequences  for 
insular  America  do  not  result. 

Two  provisions  of  concern  would 
impose  new  fees  on  port  and  customs 
use.  The  economies  and  consumers  of 
the' insular  areas  would  be  negatively 
and  disproportionately  impacted  in 
comparison  to  the  rest  of  the  Nation 
because  they  are  small,  disparate,  dis- 
tant from  supplies  and  markets,  have 
limited  resources,  import  most  con- 
sumer goods,  export  most  of  their  prod- 
ucts to  the  United  States,  have  higher 
costs  of  living  and  doing  business  than 
elsewhere  in  the  Nation,  and  have  per 
capita  incomes  which  are  far  lower. 

The  port  use  fee  provision  exempts 
the  insular  areas  from  the  new  levy  for 
goods  shipped  from  the  United  States 
to  the  islands  but  imposes  it  on  goods 
shipped  from  them  to  the  United 
States.  This  will  yet  further  handicap 
their  industrial  development  and 
should  be  a  priority  concern  accommo- 
dated through  a  broader  exemption. 

The  customs  user  fee  provision  in- 
cludes no  special  treatment  for  the  in- 
sular areas  and  would  affect  some  dif- 
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ferently  than  others,  since  Puerto  Rico 
is  within  the  United  States  for  cus- 
toms purposes;  American  Samoa, 
Guam,  the  Northern  Mariana  Islands, 
and  the  Virgin  Islands  are  outside  U.S. 
customs  territory;  and  Samoa  and  the 
Marianas  enforce  their  own  customs 
laws.  Consumer  costs,  which  are  al- 
ready high,  and  manufacturing,  which 
is  not  at  a  high  enough  level,  would  be 
more  adversely  affected  in  the  insular 
areas  than  in  the  States. 

For  example,  according  to  our  col- 
league Jaime  Puster,  the  customs  user 
fee  would  add  $21  million  to  consumer 
costs  in  Puerto  Rico,  given  1985  im- 
ports. Further,  the  commonwealth  is 
three  times  as  dependent  upon  inports 
than  is  the  Nation  as  a  whole. 

Our  colleagues  Fofo  Sunia  of  Ameri- 
can Samoa  and  Ben  Biaz  of  Guam, 
have  pointed  out  the  problems  that 
these  fees  would  create  for  the  impor- 
tant tuna  and  textile  industries  in 
their  territories. 

The  territories  receive  necessary 
preferences  in  tariff  treatment— since 
they  are  members  of  the  American  po- 
litical family— and  something  similar 
iJ5  needed  in  this  situation— because  of 
the  unique  impacts.  Additionally,  a 
fundamental  element  of  the  Federal 
fiscal  relationship  with  insular  areas  is 
that  they  are  either  exempted  from 
Federal  revenue  provisions  or  receive 
the  proceeds  of  Federal  collections. 
This  principle  should  be  maintained. 

A  third  provision  of  concern  would 
require  that  all  States  provide  Aid  to 
Families  with  Dependent  Children 
(AFDC)  benefits  to  needy  two-parent 
families  in  which  the  principal  earner 
is  unemployed  and  apply  this  require- 
ment to  the  U.S.  insular  areas.  I  sup- 
port such  application  because  the  need 
for  these  benefits  in  the  insular  areas 
is  the  same  as  the  need  for  the  bene- 
fits in  the  States. 

AFDC  and  related  Medicaid  assist- 
ance to  the  territories  and  conunon- 
wealths,  however,  is  subject  to  amount 
limitations  that  supersede  the  Federal 
share  of  the  costs  of  the  programs. 
There  are,  of  course,  no  similar  "caps" 
on  Federal  payments  under  the  pro- 
grams to  the  States. 

Because  the  current  insular  caps  are 
well  below  even  current  program  costs, 
the  insular  governments  would  have  to 
pay  all  costs  of  the  additional  benefits 
which  would  be  required  by  the  bill— 
as  much  as  $19  million  by  fiscal  year 
1979,  according  to  the  Congressional 
Budget  Office.  Since  most  of  these 
costs  in  the  States  would  be  paid  by 
the  Federal  Government,  the  inequita- 
ble treatment  of  the  territories  and 
commonwealths  in  the  AFDC  and 
Medicaid  programs  would  be  made 
worse. 

So  that  further  inequities  are  not 
unintentionally  created  by  this  legisla- 
tion, I  urge  that  the  provision  be 
amended  in  conference  to  exempt  the 
costs  of  the  additional  benefits  from 


25919 


the  caps  on  AFDC  and  Medicaid  assist- 
ance to  the  territories  and  common- 
wealths. Our  senior  insular  colleague, 
Ron  de  Lugo  of  the  Virgin  Islands,  has 
already  discussed  the  need  to  do  this 
with  Chairman  Ford  of  the  Subcom- 
mittee on  Public  Assistance  and  Un- 
employment Compensation. 

The  bipartisan  leadership  of  the 
Committee  on  Interior  and  Insular  Af- 
fairs stands  ready  to  work  with  the 
conferees  on  the  concerns  that  I  have 
identified.  We  and  the  insular  repre- 
sentatives regard  it  as  important  that 
they  be  adequately  addressed. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, I  yield  3  minutes  to  the  distin- 
guished gentleman  from  Illinois  [Mr. 
Crane]. 

Mr.  CRANE.  Mr.  Chairman,  the  pro- 
vision in  H.R.  5300,  the  Omnibus  Rec- 
onciliation Act  of  1986,  that  estab- 
lishes a  0.5-percent  user  fee  on  all 
formal  entries  of  merchandise  is  a 
thinly  disguised  and  ill-advised  reve- 
nue raising  device. 

This  fee  is  GATT  illegal  on  its  face 
and  in  its  effect,  and  cannot  be  justi- 
fied as  a  "user  fee."  The  amount 
raised  by  this  new  tariff,  in  effect,  is 
about  $1.8  billion.  This  amount  far  ex- 
ceeds any  fee  that  can  be  correlated  to 
expenses  of  the  Customs  Services  in 
processing  imported  goods. 

In  order  to  be  GATT  compatible, 
any  customs  user  fee  must  be  associat- 
ed with  costs  of  services  provided  to 
process  imports.  Article  VIII  of  the 
GATT  states  that- 
All  fees  and  charges  of  whatever  character 
imposed  •  •  •  in  connection  with  importa- 
tion or  exportation  be  Hmited  •  •  •  to  the 
approximate  cost  of  services  rendered  and 
shall  not  represent  an  indirect  protection  to 
domestic  products  or  a  taxation  •  •  •  for 
fiscal  purposes. 

Under  the  GATT,  countries  have 
also  agreed  to  attempt  to  reduce  the 
number  and  diversity  of  such  user 
fees. 

For  fiscal  year  1986,  the  entire 
budget  for  all  programs  of  the  Cus- 
toms Service  was  about  $717  million 
including  all  administrative  and  per- 
sonnel costs,  drug  interdiction,  air  pro- 
gram, computer  processing  of  customs 
documentation  and  import  data.  Be- 
cause of  expanded  drug,  enforcement 
efforts,  the  total  customs  budget  for 
fiscal  year  1987  should  exceed  $900 
million.  However,  this  so-called  user 
fee  raises  $1.8  billion— far  in  excess  of 
the  costs  associated  with  the  "service" 
provided  in  processing  imported  goods. 

Although  the  level  of  the  fee  seems 
small,  in  effect  this  fee  increases  the 
overall  amount  of  tariffs  collected  by 
about  15  percent.  In  calendar  year 
1985,  for  example,  about  $13  billion  in 
tariffs  were  collected  on  about  7  mil- 
lion formal  entries.  For  individual  im- 
ported products  where  duties  are  low 
or  the  value  of  products  high,  the 
total  amount  of  the  fee  could  be  ex- 
tensive and  far  in  excess  of  the  cost  as- 


sociated with  clearing  the  particular 
product  through  customs  and  collect- 
ing any  duties. 

This  user  fee  would  apply  to  all 
duty-free  products  and  preferential 
products  under  the  generalized 
System  of  Preferences  [GSP]  for  de- 
veloping countries,  Caribbean  Basin 
Initiative  and  the  Israel-United  States 
Free  Trade  Zone  Agreement.  Under 
these  programs  and  agreements,  in- 
cluding those  items  that  are  bound  at 
duty  free  under  earlier  MTN  rounds, 
the  United  States  is  obligated  to  main- 
tain duty-free  treatment.  In  some 
cases  we  would  owe  compensation  for 
applying  an  additional  revenue-raising 
fee  or  tariff,  even  though  we  have  at- 
tempted to  name  it  a  user  fee. 

Finally,  this  fee  is  a  direct  and  bla- 
tant violation  of  the  standstill  and 
rollback  provisions  of  the  agreement 
reached  just  a  few  days  ago  in  Punta 
del  Este,  Uruguay  kicking  off  the  new 
round  of  multilateral  trade  negotia- 
tions. The  United  States  and  about  90 
other  nations  agreed,  during  the 
period  of  negotiation,  not  to  impose 
any  further  barriers  outside  GATT 
rules  or  auspices  and  to  eliminate  any 
such  existing  practices  that  violate 
GATT  as  soon  as  possible.  Otherwise, 
further  negotiations  to  establish  trade 
disciplines  and  open  markets  becomes 
meaningless  as  countries  engage  in 
unilateral  one-upmanship  such  as  this 
fee. 

I  hope  we  are  more  committed  to  a 
successful  MTN,  to  an  effective  trade 
policy,  and  to  the  integrity  of  the 
United  States  in  meeting  its  obliga- 
tions than  this  new  fee  or  tariff  sug- 
gests. The  administration  strongly  op- 
poses such  a  fee.  Our  trading  partners 
have  already  made  representations  to 
our  Government  against  this  provi- 
sion. I  hope  it  can  be  dropped  in  con- 
ference. 

Mr.  LEATH  of  Texas.  Mr.  Chair- 
man, I  yield  5  minutes  to  the  distin- 
guished gentleman  from  Texas  [Mr. 
Stenholm]. 

Mr.  STENHOLM.  mI*?  Chairman, 
two  sentences  really  stood  out  in  this 
week's  Congressional  Quarterly  article 
about  this  reconciliation  bill:  First,  the 
package  would  pare  $13  billion  to  $15 
billion  from  the  fiscal  1987  deficit;  and 
second,  neither  the  House  nor  Senate 
package  would  contain  any  significant 
increases  in  taxes  or  cuts  in  Federal 
spending. 

Will  someone  please  explain  to  me 
how  we  can  reduce  the  deficit  by  $15 
billion  without  any  significant  cuts  in 
spending  or  increases  in  revenue? 

Even  if  we  are  saved  from  sequestra- 
tion, we  are  not  making  an  honest  pro- 
jection of  the  fiscal  year  1987  deficit. 

Since  no  fiscal  year  1987  appropria- 
tions bills  have  been  enacted  into  law, 
the  Gramm-Rudman-HoUings  base 
level,  against  which  these  reconcilia- 
tion savings  will  be  computed  for  the 
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purpose  of  avoiding  sequestration,  is 
based  on  fiscal  year  1986  appropria- 
tions levels.  In  other  words,  this  base 
level  deficit  projection,  unlike  the  reg- 
ular CBO  and  OMB  baselines,  is  not 
based  on  extending  current  services 
into  the  future. 

The  Gramm-Rudman-Hollings  base 
level  assumes  that  fiscal  year  1987  out- 
lays will  be  virtually  unchanged  from 
fiscal  year  1986  levels  and  that  reve- 
nues will  increase  by  an  incredible  $60 
billion.  As  our  friend  and  colleague, 
Harris  Fawexl,  has  pointed  out  in  his 
excellent  "Dear  Colleague,"  1986  reve- 
nues grew  only  by  $31  billion  and  out- 
lays have  grown  over  $50  billion  a  year 
for  the  last  6  years.  Federal  spending 
has  grown  in  each  of  the  last  21  years. 
To  me,  this  sounds  lilie  a  formula,  not 
for  coming  anywhere  close  to  meeting 
our  Gramm-Rudman-Hollings  target 
for  1987,  but  missing  it  by  as  much  as 
$70  billion. 

If  the  fiscal  year  1987  deficit  does, 
indeed,  come  in  at  $70  billion  over 
what  we  tell  the  public  it  is  going  to 
be,  how  are  we  going  to  explain  that  to 
our  constituents  back  home  a  year 
from  now? 

Even  the  fiscal  year  1987  numbers 
are  defective  and  we  will  t)e  relying  on 
the  tax  reform  bill  to  save  us  from  se- 
questration. 

One  other  thing  worth  remembering 
is  how  we  arrived  at  the  goal  of  reduc- 
ing the  deficit  by  $13  to  $15  billion  in 
this  bill.  We  are  trying  to  get  under 
the  $154  billion  Gramm-Rudman-Hol- 
lings "trigger."  The  August  20  "snap- 
shot" said  we  needed  to  find  $9.4  bil- 
lion in  savings  to  do  that.  But  that 
$9.4  billion  figure  is  the  average  of 
CBO  and  OMB  estimates.  Their  indi- 
vidual estimates  differed  significantly. 
The  GAO  has  already  said  the  joint 
estimate  was  too  low. 

Taking  the  CBO  figure  alone,  we 
would  have  to  cut  $16.6  billion  to  avoid 
sequestration.  Most  Members  today 
seem  to  agree,  which  is  why  this  bill 
calls  for  $15  billion  in  savings,  not  $9.4 
billion. 

But  these  ^figures  also  imply  that 
Congress  will  be  depending  on  the  tax 
reform  bill  to  carry  us  the  rest  of  the 
way  below  the  trigger  and  provide 
about  a  $9  billion  cushion. 

PROBLEMS  WITH  ASSET  SALES 

This  bill  calls  for  $7  billion  in  asset 
sales.  As  a  practical  matter,  the  Gov- 
ernment probably  should  sell  some 
assets  and  keep  others.  A  smart  busi- 
ness person  is  one  that  Icnows  what 
lines  of  business  he  or  she  shouldn't 
be  in.  But  I'm  not  going  to  discuss  the 
merits  of  selling  assets.  These  sales  do 
not  constitute  $7  billion  in  deficit  re- 
duction, unless  we  can  sell  that  same 
$7  billion  in  assets  next  year  and  the 
year  after. 

It's  bad  enough  that  selling  assets 
reduces  the  defict  only  for  1987  and 
only  from  a  cash-flow  point  of  view. 
What's  worse  is  that  some  of  this 


year's  asset  sales  will  increase  the  defi- 
cit in  future  years,  as  the  Government 
forgoes  principal  and  interest  repay- 
ments. For  example,  this  year's  $850 
million  "saving"  from  selling  SBA 
loans  may  be  offset  by  $1.4  billion 
losses  from  future  foregone  revenues. 
CBO  says  that,  in  the  long  run,  the 
prepayment  of  REA  loans  will  cost 
almost  $2  billion.  And  CBO  says  that 
selling  Ex-Im  Bank  loans  will  cost  $543 
million  by  1991. 

False  savings  this  year  mean  big 
problenis  for  fiscal  year  1988  budget- 
ing. 

We  are  scrambling  to  get  the  deficit 
projection  under  the  Gramm-Rudman- 
Hollings  trigger  of  $154  billion,  at  least 
on  paper.  But  if  we  do  that  without 
real  spending  reductions  or  revenue  in- 
creases, what  is  going  to  happen  next 
year? 

The  deficit  target  for  fiscal  year 
1988  is  only  $108  billion.  If  we  don't 
enact  real  deficit  reductions  this  year, 
then  next  year  will  be  still  tougher. 
Even  if  the  fiscal  year  1987  deficit 
does  come  in  under  $154  billion— 
which  I  doubt— we  will  still  have  to  cut 
spending  and  raise  revenue  to  reduce 
the  deficit  another  $46  billion  to  meet 
the  1988  target.  Because  the  asset 
sales  in  this  bill  will  reduce  the  deficit 
only  technically  and  only  for  1987,  we 
are  going  to  have  to  cut  spending  and 
raise  revenues  by  another  $7  billion 
next  year.  And  if  we  pass  the  tax 
reform  bill— which  I  hope  we  do  not 
and  think  we  might  not— we  will  add 
another  $17  billion  to  the  fiscal  year 
1988  deficit  giving  us  at  least  $70  bil- 
lion to  cut  between  now  and  1988. 

As  it  is,  we  will  probably  have  to  cut 
still  more:  The  CBO  baseline  deficit 
projection  for  fiscal  year  1988  is  al- 
ready $150  billion  and  this  year's  defi- 
cit is  already  approaching  $230  billion. 
The  longer  we  wait,  the  more  painful 
it  is  going  to  be  for  everyone. 

This  bill  is  not  honest  deficit  reduc- 
tion. 

It's  been  said,  if  you  just  tell  the 
truth,  you  don't  Jiave  to  remember  all 
the  stories  you've  told  folks.  The  same 
rule  applies  to  truth-in-budgeting. 
This  reconciliation  bill  is  not  honest 
deficit  reduction.  Some  of  us  will  go 
home  and  tell  our  constituents  that 
the  House  voted  for  $15  billion  in  defi- 
cit reductions.  But  a  year  from  now, 
they're  going  to  wonder  why  the  1987 
deficit  is  $180  billion  or  $200  billion  or 
more,  instead  of  the  $154  billion  this 
bill  promises. 

Other  problems  with  the  reconcilia- 
tion bill. 

Lowering  the  fiscal  year  1987  deficit 
by  shifting  $680  million  in  revenue 
sharing  payments  from  October  to 
September  and  trying  to  hide  it  in  an 
already  staggering  1986  deficit  is  pure 
chicanery.  Overall  debt  will  still  go  up 
by  the  same  amount— and  even  more 
since    the    Government    will    begin 


paying  interest  on  borrowing  that  $680 
million  even  sooner. 

The  bill  unravels  an  earlier  compro- 
mise this  Congress  passed  in  1983  to 
stabilize  the  Social  Security  system. 
Under  the  1983  rescue,  there  would  be 
no  cost-of-living  adjustment  when  in- 
flation is  less  than  3  percent.  Yet,  by 
incorporating  a  COLA  at  a  lower  infla- 
tion level,  the  bill  spends  $808  million 
more  than  would  be  spent  under  cur- 
rent law. 

There  is  new  spending  in  the  bill  and 
authorizing  language  that  does  not 
have  anything  to  do  with  the  budget 
reconciliation  process.  The  whole  text 
of  H.R.  1,  a  multibillion-dollar  housing 
authorization  will  be  incorporated.  If 
this  trend  continues,  soon  Congress 
will  be  passing  only  two  bills  every 
year:  A  continuing  resolution  to  appro- 
priate funds  for  the  entire  Govern- 
ment and  a  reconciliation  bill  to  au- 
thorize the  whole  Government. 

The  rule  contains  the  usual  waivers 
of  all  points  of  order  against  the  bill. 
One  wonders  why  we  even  bother 
maintaining  the  fiction  of  this  House 
having  rules  if,  on  legislation  as  far- 
ranging  and  major  as  this,  we  continue 
to  have  more  exceptions  than  rules. 

No,  you  can't  have  it  all. 

Contrary  to  what  the  well  known 
commercial  says,  we  can't  have  it  all: 
Guns,  butter,  low  taxes,  and  real  defi- 
cit reduction.  At  least  one  of  those 
items  has  to  give.  Preferably,  all  three; 
guns,  butter,  and  revenues  should  give 
some.  Instead  of  fooling  ourselves  and 
misleading  our  constituents  with 
promises  that  we  can  have  it  all,  we 
need  to  acknowledge  that  the  right 
tune  for  the  times  is  you  can't  always 
get  what  you  want. 

Our  constituents  do  want  us  to  make 
the  hard  choices. 

I  voted  last  year  for  the  Leath-Slat- 
tery-MacKay  budget  amendment  that 
would  have  frozen  all  spending,  includ- 
ing defense  and  entitlements,  and 
except  for  programs  for  the  neediest 
poor.  The  year  before  that  I  voted  for 
the  Roemer-Stenholm-Montgomery 
budget  amendment  that  would  have 
cut  all  indexing— for  entitlements  and 
taxes— to  CPI  minus  2  percent.  I  went 
from  having  one  reelection  opponent 
to  none.  Other  Members  of  this  body 
have  had  similar  experiences.  To  me, 
that  says  that  our  constituents  want 
us  to  make  the  hard  choices;  that  they 
will  understand  if  deficit  reduction  in- 
volves pain,  as  long  as  that  pain  is 
spread  equitably  and  across  the  board. 

I  don't  know  why  my  constituents 
should  be  much  different  from  those 
in  any  other  district.  When  I  go  home 
and  go  to  town  meetings  and  discuss 
what's  in  the  Federal  budget  and  what 
options  are  available,  my  constituents 
tell  me  they  are  willing  to  see  entitle- 
ment growth  restrained;  they  are  will- 
ing to  see  defense  growth  restrained; 
they  are  willing  to  see  revenues  raised 
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a   little   if   that 
spending  cuts. 

It's  been  said  that  elected  officials 
overestimate  how  much  information 
the  average  voter  has  and  underesti- 
mate how  much  wisdom  he  or  she  has. 
If  we  are  honest  with  out  constituents 
about  what  it  will  really  take  to  bal- 
ance the  budget,  they  will  support  real 
deficit  reduction. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, I  reserve  the  balance  of  my  time. 

Mr.  LEATH  of  Texas.  Mr.  Chair- 
man, I  ask  unanimous  consent  that  5 
minutes  of  the  time  remaining  on  each 
side  be  reserved  until  after  the  disposi- 
tion of  all  amendments  and  before  the 
Committee  rises. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Texas? 

There  was  no  objection. 

Mr.  PURSELL.  Mr.  Chairman,  I  would  like  to 
associate  myself  with  the  comments  of  my 
friend  and  colleague  from  Michigan,  Mr. 
Davis,  with  regard  to  a  provision  in  H.R.  5300, 
the  Omnibus  Budget  Reconciliation  Act,  that 
reduces  the  Medicare  reimbursement  fee  for 
cataract  surgery. 

Mr.  Chairman,  I  support  H.R.  5300  with  the 
understanding  that  the  cataract  surgery  reim- 
bursement provision  included  in  this  legislation 
will  be  changed  in  conference  so  that  these 
Medicare  reductions  are  distributed  more  equi- 
tably among  the  States. 

The  issue  is  not  whether  to  cut  reimburse- 
ment payments  for  cataract  surgery  but  the  in- 
equity of  the  formula  used  to  determine  these 
reductions.  As  written,  the  bill  sets  an  upper 
limit  on  the  prevailing  charge  for  cataract  re- 
moval with  lens  implantation  at  1 10  percent  of 
the  prevailing  charge  for  removal  without  im- 
plantation. 

The  result  is  that  some  States  are  singled 
out  for  enormous  reductions  in  their  Medicare 
payments  while  others  feel  very  little  impact. 
Under  the  proposal,  Michigan  physicians 
stand  to  lose  an  average  of  51  percent  per 
case  in  payments  for  cataract  surgery  while 
those  in  California  would  lose  only  7  percent. 

I  support  a  proposal  that  more  evenly  dis- 
tributes the  impact  of  reductions  in  cataract 
surgery  payments  among  the  States  and  reit- 
erate that  my  support  for  this  legislation  is 
conditioned  on  a  conference  change  in  this 
unfair  and  inequitable  provision. 

Mr.  DAVIS.  Mr.  Chairman,  I  would  like  to  as- 
sociate myself  with  the  remarks  of  my  col- 
league from  Michigan,  Mr.  Pursell. 

I  will  vote  for  the  omnibus  budget  reconcilia- 
tion, but  I  do  so  with  the  understanding  that  a 
provision  concerning  Medicare  reimbursement 
for  cataract  surgery  will  be  substantially  im- 
proved in  conference  with  the  other  t)ody. 

This  provision  is  nothing  but  punitive  in  its 
treatment  of  opthalmologists.  It  singles  out 
this  medical  specialty  for  deep  reductions  in 
Medicare  payments.  Not  only  does  this  provi- 
sion unfairly  target  this  profession,  it  will  result 
in  dramatic  disparities  in  payment  amounts  for 
identical  services  provided  in  different  States. 
The  issue  is  not  whether  to  cut  the  cataract 
reimbursement,  but  the  inequity  of  this 
method. 


This  provision  is  unrealistic  because  it  at- 
tempts to  base  surgical  fee  reductions  on  an 
outmoded  procedure.  The  outmoded  proce- 
dure is  extraction  of  the  cataract  without  im- 
planting an  intraocular  lens.  Today,  in  95  per- 
cent of  the  cases,  cataract  surgery  is  per- 
formed with  the  implanted  lens.  Statistically, 
there  are  too  few  cataract  surgeries  per- 
formed using  the  old  procedure  to  develop  a 
valid  baseline.  The  inequity  of  basing  current 
payments  on  an  outmoded  procedure  is  illus- 
trated in  the  wide  range  of  State-by-State  re- 
ductions in  Medicare  payments  that  will  result. 
For  example,  Michigan  opthalmologists  will  be 
forced  to  bear  a  51 -percent  payment  cut  for 
cataract  surgery  while  another  State's  opthal- 
mologists' reimbursements  will  be  reduced  by 
only  5  percent.  Clearly,  this  is  not  fair. 

It  Is  important  to  stress  that  there  is  no  valid 
reason  for  opthalmologists  in  certain  States 
being  targeted  for  massive  cataract  reim- 
bursement cuts.  The  quality,  efficiency,  and 
type  of  cataract  surgeries  performed  in  these 
States  are  identical  to  those  in  States  which 
benefit  from  negligible  cuts.  The  cause  of  this 
problem  is  a  statistical  at>oration,  and  one 
which  can  be  easily  corrected  with  an  across- 
the-board  percentage  reduction  nationwide. 

I  have  been  assured  that  when  the  budget 
reconciliation  goes  to  conference,  a  more  eq- 
uitable fee  reduction  plan  will  be  adopted.  My 
vote  supporting  the  conference  report  is  by  no 
means  assured  without  the  correction  of  this 
glaring  inequity. 

Mr.  HENRY.  Mr.  Chairman,  the  process  by 
which  today's  budget  reconciliation  bill  has 
come  to  the  floor  has  lately  come  in  for  wide- 
spread—and well-deserved — criticism.  A  proc- 
ess which  was  supposed  to  allow  the  neces- 
sary cuts  in  Federal  programs  to  comply  with 
the  budget  resolution  has  become  the  main, 
and  nearly  sole,  vehicle  for  programmatic 
changes  in  Government  programs.  In  one  bill, 
and  in  one  vote,  we  are  asked  to  approve  or 
disapprove  of  changes  ranging  from  revising 
the  reimbursement  formulas  for  doctors  and 
hospitals  under  the  Medicare  and  Medicaid 
programs  to  "Buy  American"  requirements  for 
offshore  oil  rigs. 

There  are  a  number  of  programmatic 
changes  in  the  bill  which  I  support — such 
things  as  increases  for  physician  and  hospital 
rates  under  Medicare,  the  AFDC-UP  provi- 
sion, the  improved  waiver  authority  for  com- 
munity-based services  for  the  mentally  ill 
under  Medicaid— section  2176  waivers.  And 
the  bill  Is,  in  my  view,  still  preferable  to  the 
disruption  of  sequestration. 

On  the  other  hand,  the  bill  does  not  meet 
our  responsibility,  in  my  view,  for  deficit  reduc- 
tion. I  am  also  strongly  opposed  to  the  inclu- 
sion of  the  State  health  risk  pools  provision  in 
this  budget  reconciliation  bill.  It  is  a  purposely 
vague  attempt  at  establishing  what  has  been 
described  accurately  as  a  "patchwork  quilt  of 
national  health  insurance  "—paid  for  by  the 
employer  community.  While  we  obviously  have 
a  pressing  problem  in  the  number  of  persons 
who  do  not  have  health  insurance  coverage, 
this  "solution"  is  both  dishonest  in  shifting  this 
hidden  cost  to  the  business  community,  and 
shortsighted  in  encouraging  the  very  problem 
we  are  attempting  to  resolve. 

Mr.  FORD  of  Michigan.  Mr.  Chairman,  I  rise 
to  explain  title  VII  of  the  Omnibus  Reconcilia- 


tion Act  of  1986,  which  represents  a  diligent 
effort  on  the  part  of  the  Committee  on  Post 
Office  and  Civil  Service  to  meet  this  year's 
recorKiliation  directive. 

I  am  indeed  satisfied  that  our  committee's 
recommendations  satisfy  the  reconciliation  di- 
rective. 

This  year,  I  am  happy  to  say,  the  reconcilia- 
tion burden  does  not  fall  as  heavily  as  it  has 
in  past  years  on  Federal  employees  who  were 
asked  to  provide  more  than  their  fair  share  of 
the  effort  to  reduce  our  hon-endous  budget 
deficits. 

The  reconciliation  recommendations  of  tf>e 
Committee  on  Post  Office  and  Civil  Service, 
which  are  included  in  the  matter  before  us, 
are  in  two  areas:  First,  participation  in  the 
Federal  Employees  Thrift  Savings  Plan;  and 
second,  computation  of  the  postal  revenue 
forgone  appropriation.  These  recommenda- 
tions were  approved  by  a  bipartisan  vote  of  22 
to  0  and  substantially  achieve  the  savings  re- 
quired by  the  concurrent  resolution  on  the 
budget. 

ACCELERATE  PARTICIPATION  IN  THRIFT  SAVINGS  PLAN 

This  recommendation  would  permit  employ- 
ees covered  by  the  Civil  Service  Retirement 
System  [CSRS]  to  begin  contributing  to  the 
Thrift  Savings  Plan  established  by  the  Federal 
Employees'  Retirement  System  Act  of  1986  in 
January  1987  rather  than  July  1987.  As  a 
result,  those  employees  who  choose  to  par- 
ticipate in  the  thrift  savings  plan  would  have  6 
additional  months  during  fiscal  year  1987 
during  which  contributions  would  be  withheld 
from  their  pay  and  invested  on  budget  under 
the  plan. 

The  Federal  Retirement  System  Act  of  1986 
establishes  a  three-tier  retirement  program  for 
those  Federal  employees  covered  by  Soaal 
Security.  The  three  tiers  are:  First,  Social  Se- 
curity; second,  a  defined  benefit  pension  plan; 
and  third,  a  tax-deferred  thrift  savings  plan 
similar  to  401  (k)  plans  common  in  the  private 
sector.  Under  the  thrift  savings  plan,  an  em- 
ployee may  contnbute  to  the  plan,  and  there- 
by shelter  from  taxation,  up  to  10  percent  of 
salary  each  pay  period.  The  Govemment 
matches  up  to  5  percent  of  the  employee's 
contribution.  Under  the  act,  the  new  retire- 
ment program  commences  in  January  1987  at 
which  time  those  employees  covered  by  the 
new  program  may  begin  contributing  to  the 
thrift  savings  plan. 

The  act  also  permits  those  employees  cov- 
ered under  the  Civil  Service  Retirement 
System  to  participate  in  the  tax-deferred  thrift 
plan  with  certain  qualifications.  The  qualifica- 
tions are:  An  employee  may  contribute  only  up 
to  5  percent  of  pay  each  pay  period;  employ- 
ee contributions  are  not  matched  by  tfie  Gov- 
ernment; employee  contributions  may  be  in- 
vested only  in  Govemment  securities;  and  an 
employee  may  not  begin  to  contribute  until 
July  1,  1987. 

The  reconciliation  recommendation  would 
permit  employees  under  the  CSRS  to  begin 
contributing  to  the  tax-deferred  thrift  plan  in 
January  1987.  This  is  the  same  time  employ- 
ees under  the  new  plan  are  permitted  to  begin 
makir>g  contributions  and  will  provide  an  addi- 
tional 6  months  during  which  tfie  affected  em- 
ployees may  enjoy  the  benefits  of  the  tax-de- 
ferred savings  plan.  The  other  qualifications 
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fof  CSRS  employee  participation  are  unaffect- 
ed. Similarly,  the  provisions  of  the  act  relating 
to  the  6-month  "open  season"  during  which 
employees  may  switch  from  tfie  CSRS  to  the 
new  program  are  unaffected. 

REVISE  METHOD  FOR  COMPUTING  REVENUE  FORGONE 
APPROPRIATION 

This  provision  implements  one  of  the  rec- 
omrDendations  of  the  Postal  Rate  Commission 
from  the  June  18,  1986,  report  on  Its  pre- 
ferred rate  study,  which  was  required  by  the 
Consolidated  Omnibus  Budget  Reconciliation 
Act  of  1 985.  This  recommendation  revises  the 
method  for  computing  the  amount  of  the  reve- 
nue forgone  appropriation  for  reduce-rate 
mail.  Called  the  equal  markup  method,  it  de- 
fines the  amount  to  be  appropriated  in  terms 
of  a  percentage  markup  over  the  attributable 
cost  level  that  determines  the  reduced  post- 
age rates  which  the  mailers  of  reduced-rate 
mail  have  to  pay.  Each  of  the  reduced-rate 
categories  will  have  the  same  percentage 
markup  over  attnbutable  costs  as  is  set  for 
the  most  closely  corresponding  regular-rate 
category  in  postal  rate  proceedings,  in  order 
to  help  cover  the  institutional  costs  of  the 
postal  system.  Through  the  revenue  forgone 
appropnation,  the  Federal  Treasury  will  then 
bear  tfie  same  percentage  contribution  to  in- 
stitutional costs  as  regular  ratepayers  are  re- 
quire to  pay  for  tf>e  same  general  type  of  mail. 
Because  all  of  the  institutional  costs  of  the 
postal  system  must  be  paid  by  someone,  any 
reduction  in  the  portion  to  be  paid  from  appro- 
priations inevitably  affects  the  postage  rates 
«vhich  must  be  charged  to  other  kinds  of  mail. 
There  can  be  no  saving  for  the  Government 
as  a  wfK)le  until  postage  rates  in  general  are 
adjusted  to  reflect  the  revised  methodology 
for  determining  how  much  should  be  received 
from  appropriations.  Accordingly,  the  revised 
methodology  will  be  introduced  in  conjunction 
with  the  next  general  rate  adjustment,  but  for 
appropriation  purposes  will  take  effect  not 
later  than  January  1,  1989. 

Enactment  of  this  provision  will  result  in 
savir>gs  of  approximately  $200  million  in  fiscal 
year  1989. 

Mr.  HOWARD.  Mr.  Chairman.  The  budget  is 
dishonest  Some  have  even  characterized  it 
as  a  "Mickey  Mouse  system."  Whatever,  as 
an  accounting  technique,  it  is  wrought  with  in- 
equities arKJ  deceptions  which,  when  all  is 
sakj  and  done,  serve  to  victimize  the  Ameri- 
can people. 

Nowhere  in  the  entire  hodgepodge  of  the 
budget  is  this  better  demonstrated  than  by  the 
current  treatment  of  the  so-called  transporta- 
tkjn  trust  funds— the  highway,  transit,  aviation, 
and  InlarKJ  waterways  trust  funds. 

These  funds  are  self-supporting  and  fi- 
nanced by  fees  paid  by  tfie  users  of  these 
transportation  systems.  Under  the  law,  they 
are  dedicated  solely  for  transportation  im- 
provements. However,  the  balances  in  these 
funds  have  been  used  to  make  the  Federal 
deficit  appear  smaller.  Cunent  practice  allows 
this  by  pennitting  the  President  and  the  Con- 
gress to  "cook  the  books." 

Who  suffer?  The  American  people  and  the 
quality  of  life  afforded  them;  needed  infra- 
structure projects;  and  our  Nation's  overall 
long-term  economic  growth. 

Recognizing  this,  I,  along  with  a  number  of 
my  colleagues,  have  labored  long  and  hard  to 


get  these  trust  funds  removed  from  the  unified 
budget.  As  some  have  said.  It  is  not  right  to 
count  such  user-fee  receipts  against  the  Fed- 
eral budget  deficit. 

Most  recently,  in  H.R.  5300,  the  Omnibus 
Reconciliation  Act  of  1986,  language  was  in- 
cluded which  would  achieve  this  end.  But,  as 
in  the  past,  the  committee's  efforts  have  been 
thwarted.  Not,  I  might  add,  by  a  vote  of  the 
House  but  by  action  taken  by  the  Rules  Com- 
mittee which  provides  that  in  adopting  the  rule 
on  H.R.  5300,  the  off-budget  language  would 
be  automatically  deleted. 

Regardless,  I  think  It  Is  Important  that  we 
understand  what  the  Issue  really  is.  Taking  the 
transportation  trust  funds  off  budget  is  not  a 
Public  Works  Committee  issue.  It  Is  an  "Amer- 
ican people's"  issue.  As  such,  it  should  tran- 
scend politics  and  committee  junsdictions. 
The  focus  should  be  on  the  American  people 
and  not  Congress,  for  It  is  they,  not  the  institu- 
tion, who  are  being  victimized. 

No  doubt  people  have  argued  tfiat  taking 
the  transportation  trust  funds  off  budget  will 
result  in  greater  cuts  in  otfier  transportation 
programs;  that  doing  so  will  result  in  drastic 
Increases  In  across-the-t)oard  cuts  under 
Gramm-Rudman;  and  that  this  would  set  a 
precedent  for  taking  other  trust  funds  off 
budget. 

At  the  least,  these  assertions  are  exaggera- 
tions; at  the  most,  they  are  wrong. 

Taking  the  transportation  trust  funds  off 
budget- 
Does  not  necessarily  result  In  cuts  in  other 
transportation  programs— just  like  taking 
Social  Security  off  budget  last  year  did  not 
result  in  automatic  cuts  this  year  in  other 
income  security  programs; 

Does  not  result  in  drastic  increases  in 
across-the-board  cuts  under  Gramm- 
Rudman— CBO  estimates  only  one-tenth  of  1 
percent; 

Does  not  give  higher  spending  priority  to 
transportation  at  the  expense  of  other  pro- 
grams— over  100  safety  net  programs  exempt 
from  Gramm-Rudman  would  not  be  affected; 

Does  not  eliminate  annual  congressional 
oversight  or  controls— that  Is,  authorizations 
and  appropriations; 

Does  not  set  a  precedent  for  other  trust 
funds— we  are  not  simply  talking  about  trust 
funds  but  user-fee  financed  trust  funds  whose 
programs  receive  no  general  fund  appropria- 
tions. Other  than  Social  Security,  the  transpor- 
tation trust  funds  are  the  only  ones  that  fit  this 
definition;  and 

Does  not  alter  the  role  or  responsibility  of 
the  Appropnatlons  and  Ways  and  Means 
Committees— to  set  ceilings  and  taxes. 

This  Is  not  budget  gimmickry.  It  will  not 
open  the  flood  gates.  And,  It  is  not  a  question 
of  "haves"  and  "have  nots." 

Regardless  of  what  happens  today,  I  remain 
committed  to  this  Issue.  Taking  the  transporta- 
tion trust  funds  off  budget  Is  good  public 
policy  based  upon  truth  in  budgeting.  Unfortu- 
nately, we  are  dealing  with  a  dishonest 
budget. 

Mr.  FIELDS.  Mr.  Chairman,  I  rise  In  strong 
support  of  the  Panama  Canal  Interest  provi- 
sion which  is  contained  within  title  Vl  of  H.R. 
5300. 

This  provision,  which  I  authored,  was  adopt- 
ed by  the  House  Merchant  Marine  and  Fisher- 


ies Committee  and  will  raise,  according  to  the 
Congressional  Budget  Office,  some  $9  million 
In  fiscal  year  1987,  $6  million  in  fiscal  year 
1988,  and  $5  million  In  fiscal  year  thereafter. 

I  would  like  to  briefly  share  with  my  col- 
leagues the  justification  and  need  for  this  pro- 
posal. 

As  some  of  my  colleagues  may  recall,  last 
year  we  adopted  and  the  President  signed 
into  law  a  bill  which  directed  that  the  interest 
payment  on  our  original  investment  in  Panama 
Canal  be  paid  directly  into  the  General  Fund 
of  the  U.S.  Treasury  and  not  the  Panama 
Canal  Commission  Fund. 

This  proposal  was  necessary  because  of 
some  ambiguous  language  contained  within 
the  Panama  Canal  Act  of  1979  which  caused 
the  diversion  of  some  $62  million  In  U.S.  tax- 
paye  funds  between  October  1,  1979,  and  De- 
cember 31,  1985. 

While  this  legislation  could  have  simply 
transferred  the  $62  million  and  all  future  Inter- 
est payments  to  the  U.S.  Treasury,  the  bill 
was  drafted  so  that  It  affected  only  prospec- 
tive Interest  payments. 

As  the  author  of  Public  Law  99-195,  I 
chose  not  to  seek  a  transfer  of  the  $62  million 
t)ecause  these  funds  are  needed  by  the 
Panama  Canal  Commission  In  order  to  avoid  a 
serious  cash-flow  shortage  at  the  beginning  of 
each  fiscal  year. 

With  the  problem  of  all  future  interest  pay- 
ments now  successfully  resolved,  H.R.  5300 
addresses  a  key  remaining  Issue  involving  the 
level  of  our  Investment  in  the  canal  upon 
which  our  Interest  payments  are  calculated. 

The  language  contained  In  subtitle  E  of  title 
VI  would  raise  the  principal  on  our  investment 
in  the  canal  to  the  level  where  It  should  have 
been  had  no  Interest  funds  been  previously  di- 
verted. 

With  the  enactment  of  this  provision,  the 
Department  of  the  Treasury  would  be  author- 
ized to  add  the  $62  million  that  Is  deposited  in 
the  Panama  Canal  Commission  Fund  to  the 
level  of  our  principal  investment,  which  Is 
$75.1  million,  and  to  calculate  our  yearly  inter- 
est payment  by  multiplying  that  figure  by  the 
prevailing  Interest  rate  of  9.3  percent.  By  so 
doing,  you  arrive  at  the  savings  calculated  by 
CBO  which  represents  some  $20  million  in 
U.S.  taypayer  funds  for  just  the  next  3  fiscal 
years  alone. 

Let  me  emphasize,  however,  that  this 
amendment  does  not  transfer  the  $62  million 
to  the  General  Fund  of  the  U.S.  Treasury. 
While  I  am  sure  that  some  of  my  colleagues 
would  support  such  an  effort,  I  have  once 
again  decided  not  to  seek  a  transfer  of  those 
funds  because  such  an  action  would  have  an 
adverse  and  negative  impact  on  the  oper- 
ational requirements  of  the  Panama  Canal 
Commission. 

While  some  may  argue  that  this  proposal 
may  cause  the  Commission  some  financial 
anxieties,  I  would  emphasize  to  my  colleagues 
that  at  the  end  of  July,  with  only  2  months  left 
In  the  fiscal  year,  the  Commission  had  accu- 
mulated an  operational  surplus  of  $10.3  mil- 
lion. Without  this  provision,  the  Republic  of 
Panama  will  receive  a  huge  and  substantial 
profit  payment  for  fiscal  year  1986.  This  profit 
payment  is  the  result  of  language  contained 
within  title  XIII  of  the  Panama  Canal  Treaty  of 
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1977  which  requires  that  any  Panama  Canal 
Commission  revenues  which  exceed  expendi- 
tures must  be  paid  to  the  Government  of 
Panama. 

While  I  have  no  desire  to  damage  our  long- 
standing relationship  with  the  Republic  of 
Panama,  there  is  no  debate  or  controversy 
among  the  members  of  the  House  Merchant 
Marine  and  Fisheries  Committee  over  the  fact 
that  these  interest  payments  on  our  invest- 
ment in  the  canal  should  be  properly  paid  and 
deposited  in  our  U.S.  Treasury. 

Finally,  Mr.  Chairman,  since  there  is  no  dis- 
pute over  the  legitimacy  of  our  claim  to  these 
interest  payments,  I  would  like  to  address  the 
impact  of  this  proposal  on  the  operational 
budget  of  the  Panama  Canal  Commission. 

I  would  say  to  my  colleagues  that  there  are 
four  important  reasons  why  this  proposal  will 
not  cause  any  cash  flow  problems  for  the 
Panama  Canal  Commission.  These  are: 

First,  the  President  has  signed  into  law  leg- 
islation I  sponsored  which  permanently  ex- 
empts the  Panama  Canal  Commission  from 
the  enforcement  provisions  of  the  Gramm- 
Rudman-Hollings  law.  Without  this  exemption, 
the  Commission  would  have  had  its  operation- 
al budget  reduced  by  $18.3  million  in  fiscal 
year  1986  alone.  These  funds  are  now  avail- 
able for  their  use. 

Second,  the  Panama  Canal  Commission  re- 
ceived earlier  this  year  some  $17.1  million  in 
funds  from  the  fiscal  year  1986  supplemental 
appropriation  bill. 

Third,  the  Commission  has,  and  will  contin- 
ue to  have,  access  to  the  $62  million  in  inter- 
est funds  that  accumulated  between  October 
1,  1979,  and  December  31,  1985. 

And,  fourth,  the  Commission  continues  to 
utilize  some  $85.6  million  in  U.S.  taxpayer 
money  which  was  appropriated  to  that  agency 
in  1979.  While  the  Commission  has  repaid 
some  $378  million  from  its  original  appropria- 
tion, $85.6  million  is  still  outstanding  at  this 
time. 

Mr.  Chairman,  I  would  urge  my  colleagues 
to  support  the  committee's  position  on  this 
proposal  which  will  raise  over  $20  million  for 
the  U.S.  Treasury  by  restoring  the  proper  level 
of  our  investment  in  the  Panama  Canal. 

Thank  you,  Mr.  Chairman. 

Mr.  ROYBAL.  Mr.  Chairman,  today  we  have 
before  us  a  bill  containing  changes  to  Medi- 
care and  Medicaid— programs  essential  to  the 
health  and  well-being  of  millions  of  elderly  and 
poor.  Several  signfiicant  initiatives  deserve 
your  support,  especially  the  two  Medicaid  pro- 
visions relating  to  the  elderiy  and  children.  I 
have  personally  pushed  two  other  key 
changes— holding  down  Medicare's  deductible 
and  upgrading  Medicare's  quality  assurance 
system. 

For  2  years,  I  have  been  pushing  Congress 
to  constrain  Medicare's  deductibles  and  coin- 
surance. I  am  pleased  that  this  bill  will  con- 
strain Medicare's  1967  hospital  deductible  and 
nursing  home  coinsurarwe.  Instead  of  rising  to 
an  outrageous  $572  in  1987,  the  deductible 
would  be  held  to  $500,  an  increase  which  ap- 
proximates the  increase  in  the  elderiy's  Social 
Security  COLA.  I  believe  we  should  have 
made  this  linkage  to  the  COLA  a  permanent 
fixture,  but  tf^t  will  have  to  apparently  wait 
until  next  year. 
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On  a  second  front,  I  launched  an  effort  in 
1985  to  upgrade  Medicare  quality  assurance. 
Today  we  can  take  a  significant  step  fonward 
in  this  effort  by  passing  the  quality  assurance 
provisions  in  this  bill.  Reconciliation  contains 
several  improvements  which  are  contained  in 
my  quality  assurance  bills,  H.R.  1 870  and  H.R. 
4330.  They  deserve  your  strong  support. 

Again,  I  believe  we  need  to  go  much  further 
in  the  quality  area.  We  must  increase  the  em- 
phasis on  quality  assurance,  expand  review  to 
all  types  of  providers,  open  consumer  hot- 
lines, add  consumer  advisory  troards,  and 
create  a  national  quality  assurance  council.  A 
special  area  of  concern  is  the  absence  of 
quality  assurance  for  care  in  the  home.  As  for 
nursing  home  and  home  care  access,  we 
need  to  set  up  a  prior  authorization  system  for 
nursing  home  and  home  health  care,  to  have 
intermediaries  be  more  accurate  and  uniform, 
take  into  account  "medical  necessity"  and 
"practical  matter  considerations,"  and  to  build 
the  PRO  into  the  appeals  process.  I  would 
hope  that  these  issues  will  be  part  of  next 
year's  legislative  effort. 

I  strongly  urge  your  support  of  the  intiatives 
to  improve  Medicaid,  and  to  constrain  Medi- 
care's deductible  and  upgrade  its  quality  as- 
surance. 

Mr.  FAZIO.  Mr.  Chairman,  I  rise  in  support 
of  the  reconciliation  package,  and  I  urge  my 
colleagues  to  vote  in  favor  of  this  measure. 

Everyone  is  aware  of  the  problems  associ- 
ated with  the  huge  and  growing  deficit.  The 
public  declares  it  to  be  the  No.  1  economic 
problem.  Economists  of  all  persuasions  tell  us 
it  is  not  possible  to  "grow"  our  way  out  of  the 
deficit,  and  if  we  don't  act  to  reduce  it  in  a 
reasonable  way,  we  will  throw  the  economy 
into  a  recession. 

Cutting  spending  is  a  difficult  process.  That 
is  because  every  program  affects  individuals. 
Politicians  at  the  local.  State  and  Federal  level 
talk  of  the  shortage  of  funds  for  our  infrastruc- 
ture programs,  for  the  poor  and  the  aged  and 
the  list  goes  on.  Whether  we  are  talking  about 
funding  a  submarine  which  increases  the  em- 
ployment base  of  an  area,  or  funds  to  bolster 
the  number  of  air  traffic  controllers,  tax  dollars 
raised  and  spent  directly  or  indirectly  impact 
people. 

On  the  other  hand  it  is  easy  to  talk  about 
the  problem  of  the  deficit.  On  the  other,  it  is 
just  as  easy  to  defend  program  "X"  and  pro- 
gram "Y."  It  is  also  easy  to  blame  the  deficit 
on  this  policy  or  that  spending  program  or  that 
tax  break.  It  is  not  easy  to  take  the  action  we 
are  t>eing  called  upon  to  do  today.  But  we 
weren't  elected  to  find  the  easy  way  out.  We 
were  elected  to  make  the  hard  choices. 

We  passed  our  budget  resolution  eariier  this 
year.  Reconciliation  is  a  major  part  of  imple- 
menting that  resolution.  Granted,  the  reconcili- 
ation bill  before  us  is  not  pertect  and  no  one 
is  claiming  it  is.  What  we  are  saying  is  the 
time  for  rhetoric  is  over  and  the  time  for 
action  is  upon  us.  If  we  fail  to  fulfill  our  re- 
sponsibilities today,  the  Gramm-Rudman  ma- 
chine of  mindless  cuts  will  take  over.  Respon- 
sible action  is  needed.  I  urge  you  to  vote  yes. 

Mr.  DASCHLE.  Mr.  Chairman,  I  am  deeply 
troubled  by  the  shift  of  attention  in  this  meas- 
ure away  from  the  unique  needs  of  rural  hos- 
pitals. Rural  America  is  in  a  state  of  economic 
crisis.  Crop  prices  are  at  depression  levels. 


Land  prices  have  plummeted.  And  we  are 
seeing  record  numbers  of  bankruptcies  and 
foreclosures  among  famrers.  Small  business- 
men, dependent  for  sun/ival  on  a  vital  farm 
economy,  are  closing  their  doors.  My  fear  is 
that  we  soon  will  see  oiral  hospitals,  hit  hard 
by  the  effects  of  a  depressed  rural  economy, 
forced  to  close  their  doors  as  well.  This  would 
be  a  tragedy. 

The  administration  has  told  hospitals  they 
will  only  receive  a  0.5-percent  increase  in  PPS 
payments  next  year,  well  below  the  market 
basket.  The  measure  before  us  does  slightly 
better,  but  not  enough  to  meet  the  rising  costs 
to  rural  hospitals,  which  are  particulariy  affect- 
ed by  the  PPS  rate  deficiency  because  they 
have  a  consistently  higher  Medicare  popula- 
tion than  their  urban  counterpart. 

The  smallest  rural  hospitals  are  experienc- 
ing a  dramatic  12-percent  negative  patient 
margin.  Hospitals  with  fewer  than  50  beds,  85 
percent  of  which  are  rural,  suffered  a  negative 
net  patient  margin  in  1986.  I  knpw  of  several 
small  hospitals  in  South  Dakota  which,  finan- 
cially, cannot  hold  on  much  longer. 

I  cannot  emphasize  enough  the  serious 
effect  hospital  closures  would  have  on  my 
State.  South  Dakota  is  a  medically  under- 
served  area  where  it  is  common  for  patients 
to  travel  long  distances  to  the  nearest  hospi- 
tal. If  the  smallest  of  these  hospitals  were 
forced  to  shut  down,  It  would  have  tragic 
human  consequences.  These  institutions  des- 
perately need  an  adequate  reimbursement 
rate  under  Medicare. 

I  share  the  commitment  of  this  administra- 
tion and  the  Congress  to  halt  deficit  spending. 
Such  commitment,  I  know,  translates  into 
fewer  dollars  for  health  care  and  intense  com- 
petition within  the  health  care  industry  for 
those  dollars.  Unfortunately,  the  small  mral 
hospital,  which  has  high  Medicare  and  indi- 
gent care  populations,  has  gotten  the  short 
end  of  the  stick. 

The  Senate  reconciliation  bill  calls  for  a  1 .3- 
percent  increase  in  the  PPS  rate.  While  this  is 
less  than  adequate  for  the  struggling  rural 
hospital,  it  is  better  than  the  1  percent  which 
the  House  bill  allows. 

This  administration  has  ignored  rural  health 
care.  When  the  cuts  have  to  be  made,  the 
White  House  would  rather  ask  the  elderiy  or 
the  disadvantaged  to  bear  the  burden— never 
the  Defense  Department.  The  Congress  has 
the  opportunity  to  do  something  positive  on 
this  issue  by  providing  a  realistic  and  fair  PPS 
rate  for  rural  hospitals.  I  urge  the  House  con- 
ferees to  consider  the  unique  financial  needs 
of  rural  hospitals  when  the  issue  of  PPS  rates 
is  addressed  in  conference. 

Mr.  WALGREN.  Mr.  Chairman,  I  urge  sup- 
port of  the  budget  reconciliation  bill  of  1986. 
This  bill,  with  all  its  limitations,  reduces  the 
Federal  deficit  to  meet  the  1987  Gramm- 
Rudman  target  by  cutting  the  deficit  by  $15 
billion,  $3  billion  more  than  the  Senate  bill. 

It  is  important  to  once  again  bring  attention 
to  how  we  got  to  a  1986  deficit  of  well  over 
$200  billion.  In  1979,  the  Federal  deficit  was 
$27.5  billion.  By  1985,  it  ballooned  to  $212  bil- 
lion. This  rapid  runup  in  deficit  spending  is  due 
largely  to  irresponsible  tax  cuts  for  the 
wealthy  and  for  corporate  America,  pushed 
through  the  Congress  in  1981  and  large  yearty 
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increases  in  military  spending  since  then. 
Since  1980,  social  spending  has  been  re- 
duced almost  $50  billion  per  year  while  inter- 
est costs  atHJ  military  spending  have  gone  up 
more  than  four  times  that  amount.  The  addi- 
tional $200  billion  we  are  now  spending  on  in- 
terest costs  and  the  military  is  widely  recog- 
nized as  unnecessary.  This  is  the  real  damage 
of  the  Federal  deficit,  "wasting"  $145  billion 
per  year  on  interest  payments  required  simply 
to  carry  the  national  debt  for  12  months— from 
the  start  of  one  budget  year  to  the  start  of  the 
next— without  producing  anything  for  anybody. 
Interests  costs  are  "waste  '  In  its  purest  form. 

The  bill  before  us  Is  the  third  In  3  years  at- 
tempting to  restore  the  balarKe  that  tiecame 
unhooked  in  1981.  We  are  trying  to  make 
careful  cuts  to  achieve  not  only  a  balanced 
budget  but  a  better  balance  in  Federal  prior- 
ities. 

While  not  affecting  the  budget  deficit,  I 
would  like  to  highlight  several  provisions  I 
sponsored  in  tfie  Energy  and  Commerce  Com- 
mittee which  have  been  Included  in  this  over- 
all legislation  that  are  important  In  their  own 
way. 

MEDICAL  PRACTICE  VARIATION 

The  first  directs  the  National  Center  for 
Health  Services  Research  to  accelerate  re- 
search on  variation  In  medical  practice  Our 
country  has  a  tremendous  variation  In  accept- 
able medical  treatment.  For  example.  Medi- 
care patients  in  South  Dakota  have  69  per- 
cent more  surgery  than  those  in  South  Caroli- 
na. Why?  People  in  Omaha  are  three  times  as 
likely  to  be  hospitalized  as  people  In  San 
Diego.  Wonf>en  in  one  part  of  the  country  are 
four  times  as  likely  to  have  a  hysterectomy 
than  those  living  In  another  area.  What  can 
explain  this  variation  in  medical  practice.  Why 
do  we  spend  much  more  on  medical  care  In 
one  region  of  the  country  than  we  do  In  an- 
other, even  though  each  area  has  the  same 
kind  of  problems? 

Our  Health  Subcommittee  heard  testimony 
that  Medicare  hospitalization  costs  In  the  area 
around  the  University  of  Iowa  were  $734  com- 
pared to  $1,320  in  the  Des  Moines  area. 
Why?  Medicare  costs  for  hospital  care  for 
each  beneficiary  In  the  Boston  area  was 
$1,894  compared  to  $1,078  per  person  In 
New  Haven,  CT  Why?  If  the  New  Haven  rate 
had  applied  to  the  Medicare  beneficiaries 
living  in  Boston,  Medicare  could  have  saved 
$63  million.  Researchers  say  this  difference 
was  due  to  different  ways  doctors  practice 
medicine  from  one  area  to  another. 

Some  variation  can  be  justified:  high  inci- 
dence of  black  lung  disease  in  coal  mining 
areas;  sonie  is  not.  My  amendment  would  re- 
quire Medicare  to  examine  the  extent  and  rea- 
sons for  variations  with  emphasis  on  several 
costly  and  risky  medical  treatments. 

Better  Information  on  variation  would  pro- 
vkle  Vne  medical  community  with  state  of  the 
art  information.  The  medical  community  Itself, 
not  the  Government,  remains  responsible  for 
educating  physicians  and  helping  them 
change  their  practice  or  reduce  unnecessary 
procedures.  In  a  Vermont  project,  tonsillecto- 
mies declined  46  percent  In  4  years  even 
ttKXJgh  the  kids  were  no  healthier.  In  New 
Mexico  antibiotic  injections  dropped  60  per- 
cent when  a  physician  feedback  program 
helped    the    medical    community    agree    on 


when,  and  when  not,  to  use  this  kind  of  treat- 
ment. 

Medicare  is  on  shaky  financial  grounds. 
Some  project  bankruptcy  in  the  1990's.  While 
there  Is  hardly  a  better  use  of  our  tax  effort 
than  providing  good  health  care,  we  must 
make  sure  our  Medicare  dollars  are  spent 
wisely. 

IMMUNOSUPPRESSIVE  DRUGS  FOR  ORGAN 
TRANSPLANTS 

Another  provision  I  sponsored  provides  pay- 
ment for  immunosuppressive  drugs  for  Medi- 
care organ  transplant  patients  for  the  first  year 
after  transplantation.  Immunosuppressive 
drugs,  like  cyclosporine,  are  necessary  to  pre- 
vent the  body  from  rejecting  the  transplanted 
organ.  My  amendment  would  pay  for  such 
drugs  as  a  Medicare  benefit  for  the  first  year 
after  transplant. 

The  Task  Force  on  Organ  Transplantation 
found  that  some  15  percent  of  those  who 
need  transplants  are  t>eing  denied  solely  be- 
cause they  cannot  pay  for  the  drugs.  While 
my  provision  would  not  help  all  those  who 
need  organ  transplants,  It  would  permit  Medi- 
care patients  who  cannot  afford  the  drugs  to 
have  the  same  access  as  those  who  can. 
That  is  only  the  right  thing  to  do. 

Medicare  was  extended  to  kidney  patients 
in  the  first  place  because  of  concern  that 
some  were  being  denied  lifesaving  dialysis 
due  to  Inability  to  pay.  It  would  be  almost  im- 
moral to  go  back  to  those  days  for  those 
whose  lives  can  be  saved  by  transplants 
simply  because  someone  could  not  pay  for 
the  immunosuppressive  drugs  required  to  make 
the  transplant  survive. 

Ironically,  It  Is  twth  more  humane  and  costs 
less  to  transplant  kidney  patients  than  to  sup- 
port dialysis.  Three  years  after  a  kidney  trans- 
plant many  patients  can  leave  the  Medicare 
Program  and  require  no  further  support.  That 
Is  what  the  program  should  be  all  about. 

ORGAN  DONATION  COUNSELING 

My  third  provision  requires  hospitals  partici- 
pating In  Medicaid  and  Medicare  to  raise  the 
possibility  of  organ  donation  with  next  of  kin. 
Families,  of  course,  would  have  the  right  to 
decline  to  donate,  for  whatever  reason.  But 
there  is  a  time  to  ask. 

The  Task  Force  on  Organ  Transplantation 
recommended  that  Federal  and  State  legisla- 
tion require  hospitals  to  establish  what  are 
called  "routine  Inquiry"  policies.  About  22 
States  currently  have  such  legislation  In  effect 
and  have  found  a  dramatic  Increase  In  the 
number  of  organs  donated  In  response  to 
being  asked. 

This  provision  Is  needed  to  meet  the  terrible 
shortage  of  organs  available  for  donation. 
Only  about  1  In  100  families  who  could  donate 
organs  are  now  doing  so.  When  approached, 
about  4  In  5  families  donate.  There  are  40,000 
people  who  could  benefit  from  kidney  trans- 
plants alone  If  an  adequate  supply  were  avail- 
able. The  shortage  of  organs  Is  one  of  the  key 
limiting  factors  In  making  the  miracle  of  organ 
transplants  more  widely  available.  We  have  all 
heard  the  heartwrenching  pleas  of  families  on 
TV  appealing  for  organs  to  save  the  lives  of 
their  loved  ones.  My  provision  would  help  In- 
crease the  supply  of  organs  so  that  more  of 
those  families  who  need  transplants  could  get 
them. 


I  hope  the  Congress  adopts  this  bill  both  to 
bring  down  the  deficit  and  make  these  modest 
improvements  in  our  health  care  program. 

Mr.  SHUMWAY.  Mr.  Chairman,  I  cannot 
support  the  Omnibus  Budget  Reconciliation 
Act  of  1986  because  It  amounts  to  a  gross 
departure  from  the  original  Intent  of  such  a 
bill.  Reconciliation  should  be  the  process  of 
resolving  the  differences  between  appropria- 
tions and  budget  limitations;  It  should  not  en- 
compass creation  of  new  spending  and  avoid- 
ance of  real  spending  reductions. 

By  creating  new  spending  of  $3.1  billion  in 
programs  such  as  Medicare,  Medicaid,  and 
aid  to  families  with  dependent  children,  the  bill 
misses  by  far  the  reconciliation  of  previous 
decisions  made  by  this  body  with  the  budget 
and  the  targets  mandated  by  Gramm- 
Rudman-Holllngs.  Not  only  is  it  unfair  for 
these  new  programs  to  receive  funding  while 
other  programs  perhaps  just  as  worthy  do  not 
receive  funding  or  are  being  cut,  but  such 
spending  is  profane  when  considering  the  fact 
that  It  Is  contained  In  a  bill  whose  sole  pur- 
pose Is  to  reduce  spending. 

More  ImfKjrtant  than  new  spending,  howev- 
er, Is  that  this  bill  contains  no  real  reduction  of 
Federal  spending  or  the  deficit:  It  amounts  to 
no  more  than  smoke  and  mirrors.  Through 
asset  sales,  user  fees  and  accelerated  collec- 
tion, the  bill  does  achieve  savings  enough  to 
afford  the  bill's  spending  splurge  and  to  avoid 
a  Gramm-Rudman-Hollings  sequestration  this 
year.  But  next  year,  Congress  will  not  have 
Conrail  to  sell  again  nor  will  Congress  to  be 
able  to  further  accelerate  collection.  The  bill's 
savings  are  clearly  destined  to  do  anything  but 
reduce  the  deficit  In  the  long  run.  Given  the 
$108  billion  Gramm-Rudman-Holllngs  deficit 
reduction  target  faced  by  Congress  next  year, 
it  is  reprehensible  that  Congress  is  not  taking 
serious  steps  now  to  avoid  sequestration  in 
the  1 988  fiscal  year. 

I  cannot  support  this  bill  and  I  regret  that 
Congress  Is  reneging  upon  Its  past  commit- 
ment to  reduce  the  Federal  deficit  through  this 
kind  of  legislative  legerdemain. 

Mr.  McCANDLESS.  Mr.  Chairman,  we  have 
been  down  this  path  before.  We  huff  and  we 
puff  and  we  denounce  the  deficit  on  a  regular 
basis.  In  fact,  according  to  the  Library  of  Con- 
gress' Congressional  Record  Abstract  for 
the  99th  Congress,  the  deficit  has  been  the 
topic  of  debate  on  no  fewer  than  1,125  occa- 
sions. So  It  would  seem  that  the  problem  con- 
tinues to  plague  us;  not  because  of  a  lack  of 
words,  but  because  of  a  lack  of  action. 

The  fiscal  year  1 986  budget  Is  a  classic  ex- 
ample. The  fiscal  year  1986  budget  resolution 
was  passed  amidst  much  hoopla  and  celebra- 
tion. We  were  told  that  we  were  back  on  the 
road  of  fiscal  sanity.  We  were  told  that  the 
resolution  would  reduce  the  deficit  by  $57.5 
billion.  We  were  told  the  joyous  news  that  the 
deficit  for  fiscal  year  1986  would  be  only 
$171.9  billion;  which,  considering  the  fact  that 
the  deficit  tor  the  year  before  was  $212  billion, 
Indicated  that  we  were,  at  the  very  least, 
moving  In  the  right  direction.  That  is  what  we 
were  told  those  many  months  ago. 

I  was  not  buoyed  by  the  claims.  In  fact,  I 
denounced  the  fiscal  year  1 986  budget  resolu- 
tion as  being  nothing  more  than  blue  smoke 
and  mirrors.  I  expressed  doubts  that  we  would 
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ever  see  the  promised  deficit  reductions  of 
$57.5  billion.  I  am  sorry  to  say  that  time  and 
events  have  proven  me  correct.  The  projected 
deficit  for  fiscal  year  1986  is  $230  billion— 
nearly  $60  billion  over  the  budget  resolution. 
And  that  is  after  the  $11.7  billion  Gramm- 
Rudman  reduction.  Without  Gramm-Rudman, 
the  deficit  would  have  exceeded  $240  bil- 
lion—almost a  quarter  of  a  trillion  dollars  in 
just  1  year. 

And  we  are  not  done  yet.  Last  week,  the 
House  voted  to  give  an  additional  $200  million 
in  foreign  aid  to  the  Philippines.  Add  that  to 
the  fiscal  year  1986  deficit.  Apparently  the 
House  leadership  has  decided  that  if  we  are 
going  to  bust  the  budget,  we  might  as  well  go 
in  style.  This  week,  in  this  bill,  we  are  being 
asked  to  add  another  $680  million  to  the  fiscal 
year  1986  deficit  by  speeding  up  revenue 
shanng  payments.  That  is  close  to  $1  billion 
added  to  the  deficit  in  the  last  2  weeks.  It  is 
probably  a  good  thing  that  there  are  only  a 
few  days  left  in  fiscal  year  1 986. 

With  that  sorry  history,  you  would  think  that 
the  House  of  Representatives,  at  the  dawn  of 
a  new  fiscal  year,  would  be  eager  to  redeem 
itself.  Alas,  No. 

The  fiscal  year  1987  budget  resolution  also 
had  promises  of  budget  reductions  in  the  form 
of  reconciliation.  The  House  Budget  Commit- 
tee reported  a  reconciliation  package  on  July 
31,  that  package  claimed  a  deficit  reduction  of 
$7.6  billion.  However,  in  the  light  of  reality, 
CBO's  analysis  of  package  only  found  $900 
million  in  deficit  reduction.  0MB  only  found  a 
$300  million  reduction.  We  now  have  a  new 
package.  Proponents  of  this  new  legislation 
say  that  it  will  reduce  the  deficit  by  $15.5  bil- 
lion. Or,  if  you  prefer  the  numbers  of  the  other 
body  across  the  Capitol,  it's  $13.3  billion. 
However,  before  anyone  gets  too  excited 
about  the  prospect  of  the  Congress  actually 
doing  something  about  the  deficit,  let's  take  a 
closer  look  at  the  bill  that  is  before  us. 

There  are  no  real  savings  or  even  a  faint 
effort  to  confront  the  long-term  deficit  crisis. 
What  is  proposed  is  a  one  shot  fire  sale  of 
Federal  assets  which  will  supposedly  raise 
$8.4  billion.  However,  as  with  any  forced  sale, 
the  price  of  the  assets  is  likely  to  be  less  than 
the  actual  fair  market  value.  In  addition,  the 
loss  of  those  assets  will  mean  less  Federal 
revenue  in  the  future.  There's  more.  Another 
$4.1  billion  is  supposed  to  be  raised  by  hiring 
more  IRS  agents  who  will  ferret  out  unpaid 
taxes.  Another  $3.8  billion  will  be  raised  from 
increased  or  new  fees  and  taxes.  When  it 
comes  to  spending  reductions,  this  bill  pro- 
vides only  $1.9  billion.  That's  the  good  news. 
The  bad  news  is  that  this  bill,  which  is  sup- 
posed to  cut  spending,  also  provides  for  new 
and  additional  spending  of  nearly  $2  billion. 

What  a  sham.  What  a  travesty.  As  one 
Member  of  Congress  put  it,  "It  is  a  package  of 
golden  gimmicks. "  If  we  adopt  this  package, 
we  are  in  effect  telling  the  American  public 
that  we  have  carefully  and  thoroughly  exam- 
ined a  budget  in  excess  of  $1  trillion  and  in 
that  budget  we  only  found  less  than  two- 
tenths  of  1  percent  of  waste,  fraud,  abuse, 
excess,  obsolescence,  and  otherwise  unnec- 
essary spending  in  all  of  the  Federal  budget. 
Who  are  we  trying  to  fool? 

The  deficit  crisis  is  real.  We  are  spending 
and  consuming  today  and  leaving  the  bills  to 


be  paid  by  our  children  and  grandchildren.  We 
have  already  left  them  a  legacy  of  a  national 
debt  in  excess  of  $2  trillion. 

There  are  some  who  argue  that  the  reason 
the  deficit  is  so  high  is  that  taxes  are  too  low. 
Therefore,  they  contend,  the  solution  is  to 
raise  taxes.  I  do  not  accept  that.  The  problem 
is  that  Federal  spending  is  out  of  control  and 
until  we  come  to  gnps  with  that  problem,  addi- 
tional taxes  are  not  the  answer. 

In  1982,  Congress  passed  the  largest  tax  in- 
crease in  history  with  the  promise  to  reduce 
spending  by  $3  for  every  additional  $1  raised. 
Not  only  did  those  spending  reductions  never 
materialize,  but  spending  actually  increased 
$1.14  for  every  new  tax  dollar.  We  repeated 
the  process  in  1984,  again  with  a  promise  to 
cut  spending  by  $1  for  every  $1  of  new  tax. 
Only  20  percent  of  those  spending  reductions 
were  ever  enacted.  Another  venture  down  the 
road  of  tax  increases  is  only  likely  to  lead  to 
similar  results. 

Others  point  at  President  Reagan's  1981 
tax  cut  as  the  culprit  responsible  for  the  defi- 
cit. I  believe  that  assumption  is  misguided. 
Look  at  the  facts.  Even  with  the  tax  cuts, 
dunng  the  first  6  years  of  the  Reagan  adminis- 
tration, the  Federal  Government  has  collected 
as  much  revenue  as  it  did  during  the  adminis- 
trations of  George  Washington  through  Gerald 
Ford  combined.  Let  me  repeat  that.  During  the 
first  6  years  of  the  Reagan  administration,  the 
Federal  Government  has  collected  as  much 
revenue  as  it  did  during  the  combined  Presi- 
dency of  the  first  38  Presidents. 

Therefore,  only  after  we  have  thoroughly  re- 
examined all  Federal  spending,  cut  out  waste 
and  obsolete  and  unnecessary  programs,  es- 
tablished our  spending  priorities,  and  consid- 
ered new  ways  to  better  utilize  Federal  re- 
sources, then,  and  only  then,  should  we  begin 
to  talk  about  new  or  higher  taxes. 

In  conclusion,  Mr.  Chairman,  H.R.  5300  is 
just  another  version  of  the  old  shell  game— 
"now-you-see-it,  now-you-don't"  deficit  reduc- 
tion. Therefore,  I  must  vote  against  H.R.  5300. 
and  I  would  urge  my  colleagues  to  do  the 
same.  We  need  not  resort  to  one  time  flash  in 
the  pan  and  other  sleight  of  hand  tricks.  We 
can  do  better  than  this.  Let's  vote  down  H.R. 
5300  and  devise  a  real  and  serious  plan  to 
confront  the  deficit  crisis. 

Mr.  GOODLING.  Mr.  Chairman,  I  wish  to 
record  my  grave  concern  over  the  smoke  and 
mirrors  aspects  of  the  reconciliation  bill  before 
us.  As  an  example,  let  me  select  an  issue 
which  reflects  a  broken  promise  made  to  our 
country's  employers.  I  am  speaking  of  the  fur- 
ther 2-year  extension  of  the  Federal  unem- 
ployment tax  [FUTA]  on  employers. 

The  0.2  percent  increase  originally  was  en- 
acted to  repay  funds  borrowed  for  extensive 
weeks  of  unemployment  compensation.  It  is 
now  retained  as  another  of  our  smoke  and 
mirrors  measures  to  avoid  making  real  budget 
cuts  in  the  H.R.  5300,  the  omnibus  budget 
reconciliation  bill. 

The  Department  of  Labor  estimates  this 
debt  will  be  paid  in  1 987.  Yet,  the  tax  is  being 
extended,  beyond  its  expiration  date  of  1987, 
to  1989.  This  measure  will  raise  $2.2  billion  in 
additional  revenues  for  reconciliation  pur- 
poses, and  was  proposed  as  savings  by  the 
Ways  and  Means  Committee. 


Chairman  Rostenkowski  gave  two  reasons 
this  tax  should  be  extended.  The  first  is  that  it 

will  allow  the  Federal  unemployment 

trust  fund  to  build  up  reserves  in  anticipation 
of  a  downturn  in  the  economy  *  *  *."  Re- 
gardless of  when  or  whether  the  chairman  an- 
ticipates such  a  downturn,  the  fact  is  the  trust 
fund  IS  divided  into  three  accounts,  all  of 
which  have  a  legislated  cap.  Excess  funds 
from  one  account  shift  into  another,  but  not 
outside  of  the  trust  fund.  According  to  the  De- 
partment of  Labor,  all  of  these  funds  will  be  at 
or  over  their  legislated  caps  by  the  end  of 
fiscal  year  1987,  that  is,  they  will  be  full  up, 
without  the  continuation  of  this  tax.  Of  course. 
Representative  Stark  has  legislation,  H.R. 
4469,  waiting  in  the  wings  to  mandate  an  ex- 
tension of  benefits  with  such  excess  funds. 

Mr.  Rostenkowski  makes  a  second  point, 
that  the  %2.2  billion  in  revenues  will  decrease 
the  deficit.  Well,  like  almost  every  other  meas- 
ure in  this  bill,  it  really  won't.  The  money  is 
earmarked  for  the  exclusive  use  of  the  FUTA. 
and  therefore  will  not  add  to  Federal  revenue 
as  a  whole  at  all.  It  will  only  serve  to  perpet- 
uate this  program— which  has  served  its 
useful  purpose. 

This  is  but  one  example  of  the  many  mis- 
leading and  illusory  provisions  of  the  Omnibus 
Budget  Reconciliation  Act.  There  are  very  few 
programs  left  in  the  Federal  budget  to  hide 
behind.  I  do  not  relish  the  task  of  making  real 
cuts  next  year,  especially  considering  what 
choices  are  left  to  us. 

Mr.  RAHALL.  Mr.  Chairman.  I  nse  today  in 
support  of  H.R.  5300,  the  Omnibus  Budget 
Reconciliation  Act  of  1986.  This  measure  is 
designed  to  reduce  the  fiscal  year  1 987  deficit 
by  $15  billion,  and  is  expected  to  be  sufficient 
to  avoid  across-the-board  spending  cuts 
called  for  in  the  Gramm-Rudman-Hollings  defi- 
cit reduction  law.  Last  Friday,  the  Senate 
passed  a  generally  similar  bill  making  deficit 
reductions  of  $12  billion. 

This  measure  has  received  a  great  deal  of 
attention  due  to  the  wide  reach  of  its  provi- 
sions, and  the  eariy  possibility  of  a  cigarette 
or  gasoline  tax.  While  the  proposals  to  in- 
crease the  tax  levied  on  cigarettes  and  gaso- 
line have  been  soundly  put  aside,  there  are 
many  provisions  in  this  bill  of  concern  and  in- 
terest to  me  and  my  fellow  West  Virginians. 
While  this  bill  avoids  general  Xax  increases 
and  contains  only  modest  spending  cuts,  the 
deficit  reductions  would  be  produced  mainly 
by  the  sale  of  assets,  such  as  Conrail  and  var- 
ious loan  portfolios,  increased  user  fees,  ac- 
celeration of  certain  tax  collections,  and  im- 
proved tax  compliance.  In  addition,  the  recon- 
ciliation bill  includes  some  program  improve- 
ments such  as  a  cap  on  the  Medicare  hospital 
deductible  and  repeal  of  the  3-percent  thresh- 
old for  triggering  a  Social  Secunty  cost-of-  , 
living  adjustment  [COLA]. 

At  this  point,  I  would  like  1o  point  out  those 
provisions  of  this  measure  in  which  I  have  a 
particular  interest  as  a  representative  of  West 
Virginia's  Fourth  Congressional  District. 

I  strongly  support  language  in  the  bill  which 
incorporates  the  text  of  H.R.  1,  the  Housing 
Act.  as  passed  by  the  House.  This  authorizes, 
for  fiscal  year  1987,  sums  as  may  be  needed 
for  fiousing  assistance  programs  administered 
by  tfie  Housing  and  Urban  Development  De- 
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partment  and  Ihe  Farmers  Home  Administra- 
tion It  extends  Federal  Housing  Administra- 
tion Mortgage  Insurance  Programs,  Federal 
Flood  and  Cnme  Insurance  Programs,  and  re- 
authonzes  the  Community  Development  Block 
Grant  and  Urban  Development  Action  Grant 
Programs 

Additionally,  I  support  the  provision  of  H.R. 
5300  which  advances  the  fourth  quarter  reve- 
nue-sharing payment  for  1986  so  that  it 
occurs  in  fiscal  year  1986  and  not  in  fiscal 
year  1987  The  bill  requires  that  the  payment 
be  made  before  the  end  of  fiscal  year  1986, 
thereby  reducing  fiscal  year  1987  outlays  by 
S680  million. 

H.R.  5300  also  achieves  savings  in  the 
Medicare  Program  through  various  reforms  in 
payments  to  hospitals  and  other  providers  of 
services.  At  the  same  time,  it  takes  some 
steps  to  limit  the  rapid  increases  m  costs  that 
many  elderly  patients  have  been  facing— first 
by  capping  at  S500  the  deductible  charged  for 
the  first  day  of  hospitalization  under  Medicare, 
and  also  by  establishing  new  incentives  for 
■  doctors  to  accept  the  Medicare-determined 
rates  as  payment  in  full  instead  of  billing  extra 
charges  directly  to  their  patients.  Further,  the 
legislation  includes  several  provisions  de- 
signed to  help  assure  quality  medical  care  for 
Medicare  patients  and  to  address  concerns 
that  the  continued  ratcheting  down  of  pay- 
ment rates  has  led  to  an  erosion  of  standards 
of  care  in  some  cases 

The  bill  also  takes  some  steps  toward  ad- 
dressing the  unmet  health  needs  of  the  rough- 
ly 35  million  Americans  currently  without  pri- 
vate or  public  health  insurance.  For  example, 
It  permits  States  to  expand  their  Medicaid  Pro- 
grams to  cover  pregnant  women,  infants,  and 
elderly  and  disabled  persons  whose  incomes 
are  below  the  poverty  line  but  not  below  the 
even  lower  thresholds  usually  required  to 
qualify  for  Medicaid.  It  also  includes  provisions 
designed  to  encourage  States  to  set  up  insur- 
ance pools  to  help  make  health  coverage 
available  to  additional  uninsured  persons. 

Included  in  this  budget  reconciliation  bill  are 
provisions  whtch  provide  for  the  sale  of  Con- 
rail  through  a  public  stock  offering.  My  enthu- 
siasm for  this  proposal,  however,  is  tempered 
due  to  the  lack  of  amendments  to  the  Stag- 
gers Rail  Act  of  1980  in  this  package.  During 
the  Energy  and  Commerce  Committee's  con- 
sideration of  the  Conrail  sale  last  week  an 
effort  was  made  to  include  modest  changes  to 
the  1980  act  necessary  to  insure  that  those 
shippers  who  are  captive  to  a  single  railroad 
are  not  subjected  to  monopolistic  railroad  pric- 
ing and  service  practices.  The  vote  in  commit- 
tee on  this  matter  was  20  to  20  against  the 
Staggers  Act  amendments. 

During  the  98th  Congress  I  and  a  few  of  our 
colleagues  from  the  coal  States  began  the 
effort  to  address  certain  problems  that  have 
existed  with  the  ICC's  implementation  of  the 
Staggers  Act.  We  felt  then  as  we  do  now  that 
the  Commission  has  turned  a  deaf  ear  to  the 
interests  of  captive  shippers  as  well  as  to  the 
American  consumer.  As  some  of  us  will  re- 
member, in  1980  the  Congress  sought  to  bal- 
ance the  revenue  needs  of  the  railroad  indus- 
try with  requirements  to  protect  captive  ship- 
pers from  abuses  of  railroad  market  domi- 
nance. While  the  railroads  have  once  again 
grown  prosperous  and  are  now  in  the  financial 


position  to  expand  far  beyond  their  traditional 
rail  operations  into  many  other  enterprises, 
shippers  of  bulk  commodities  such  as  coal 
have  been  forsaken  by  the  Commission  in  its 
proceedings  dealing  with  maximum  rate  rea- 
sonableness determinations.  In  1985,  a  coali- 
tion was  formed  among  shipper  groups  to 
push  fonward  with  amendments  based  on  my 
previous  legislation.  The  so-called  CURE  bill 
was  introduced  by  Billy  Tauzin  and  cospon- 
sored  by  myself  and  the  gentleman  from  Ken- 
tucky, Hal  Rogers,  among  many  other  Mem- 
bers. 

This  effort  ended  with  the  narrow  defeat  in 
committee.  However,  I  would  like  to  take  this 
opportunity  to  commend  my  dear  friend  Billy 
Tauzin  for  his  diligent  effort  to  gam  enactment 
of  the  CURE  bill.  We  fought  against  great 
odds  and  lost  but  one  battle.  The  war,  howev- 
er, it  is  not  over.  For  if  you  are  concerned 
about  a  viable  Conrail,  if  you  are  concerned 
for  an  independent  Conrail,  be  advised  that 
under  this  sale  proposal  the  railroad  is  a  sit- 
ting duck  in  the  years  hence  for  a  takeover  by 
any  number  of  other  major  carriers.  Without 
the  protections  we  sought  in  our  amendments 
to  the  Staggers  Rail  Act.  the  monopolistic 
abuses  that  currently  exist  will  be  greatly  mag- 
nified in  the  future  if  Conrail  is  under  such  a 
scenerio.  I  believe  we  will  rue  the  day  that  we 
did  not  act  with  foresight  in  this  matter. 

While  this  bill  is  not  perfect  and  even  has 
provisions  which  I  would  not  necessarily  sup- 
port, I  feel  I  must  support  this  deficit  reduction 
legislation.  It  is  necessary  legislation,  it  is  our 
only  means  of  avoiding  the  sequestration 
process  created  by  Gramm-Rudman.  I  did  not 
support  the  adoption  of  Gramm-Rudman,  but 
now,  it  IS  the  law  of  the  land,  and  we  must  all 
abide  by  its  rules.  We  must  reduce  spending 
now,  or  suffer  the  wrath  of  Gramm-Rudman.  I 
remember  the  public  outcry  when  vital  pro- 
grams were  cut  in  the  first  round  of  Gramm- 
Rudman  cuts.  The  second  round  of  cuts 
would  be  even  more  devastating  to  the  econ- 
omy of  West  Virginia  and  the  Nation.  For  this 
reason,  I  must  support  this  legislation.  I  must 
choose  to  avoid  the  automatic  cuts. 

Mr.  DENNY  SMITH.  Mr.  Chairman,  I  rise  in 
opposition  to  H.R.  5300,  the  omnibus  budget 
reconciliation  bill  of  1 986. 

In  my  opinion,  the  bill  ought  to  be  retitled 
the  "ominous  budget  reconciliation  bill  of 
1986"  because  it  foreshadows  a  disaster  with 
the  Federal  budget  that  will  make  this  year's 
hand  wringing  over  Gramm-Rudman  look  like 
a  pleasant  experience.  After  an  entire  year  of 
struggling,  we  have  given  up  on  any  serious 
attempt  to  cut  Federal  spending  to  reduce  the 
deficit.  Instead,  as  one  of  my  colleagues  put  it 
regarding  this  bill,  "There's  so  much  smoke 
you  can't  see  the  mirrors." 

The  bill  before  us  contains  every  gimmick 
imaginable  to  "reduce"  the  Federal  deficit 
without  cutting  spending.  There's  a  fire  sale 
on  loan  asset  sales— RHIF,  Exim,  GSL,  Col- 
lege Housing  Loans.  Small  Business  loans— 
you  name  it,  we  sell  it.  The  sales  may 
"reduce"  the  deficit  today,  but  it's  a  fact  these 
sales  will  increase  the  size  of  the  deficit  to- 
morrow. 

This  bill  raises  taxes  to  the  tune  of  $7.9  bil- 
lion. If  it's  a  user  fee,  we  raise  it.  If  it's  an  IRS 
office,  we  increase  its  size.  And  if  it's  an  ac- 
counting trick,  we  use  It.  Fiscal  year  1987 


spending  is  moved  on  the  books  to  fiscal  year 
1986  for  a  large  portion  of  general  revenue 
shanng,  a  move  that  will  make  it  all  but  impos- 
sible to  reduce  the  deficit  to  the  Gramm- 
Rudman  target  set  for  1988. 

Mr.  Chairman,  we  can  do  better  than  this. 
We  have  to  do  better  than  this.  We  must  not 
go  home  with  this  bag  of  tricks  during  an  elec- 
tion year  attempting  to  fool  the  taxpayers  into 
believing  Congress  has  gotten  serious  about 
the  deficit.  This  bill  is  far  from  a  serious  at- 
tempt to  reduce  the  deficitr  and  I  urge  my  col- 
leagues to  defeat  it. 

Mr.  FIELDS.  Mr.  Chairman,  I  rise  in  strong 
support  of  a  provision  in  this  reconciliation  bill 
requinng  the  Secretary  of  Energy,  through  the 
Energy  Information  Administration  [EIA],  to 
conduct  a  study  of  crude  oil  production  and 
refining  in  the  United  States. 

I  joined  with  my  colleague.  Representative 
Billy  Tauzin,  to  offer  the  energy  study  provi- 
sion as  an  amendment  in  the  Energy  and 
Commerce  Committee.  The  energy  study  pro- 
vision instructs  the  Secretary  of  Energy  to 
report  back  to  Congress,  within  60  days,  the 
findings  of  the  EIA  study.  The  President  then 
has  45  additional  days  to  evaluate  the  report 
and  determine  whether  crude  and  refined 
product  imports  have  risen  or  U.S.  domestic 
production  has  fallen  to  a  level  which  poses  a 
national  security  threat. 

Committee  report  language  specifically  asks 
EIA  to  examine:  the  refined  petroleum  product 
needs  of  the  U.S.  military:  the  effect  depend- 
ence on  imported  crude  will  have  on  U.S.  for- 
eign policy;  the  ability  of  the  United  States  to 
resume  production  from  shut-In  crude  oil  and 
natural  gas  wells  and  to  restart  idled  refining 
capacity;  the  adequacy  of  alternative  sources 
of  energy;  the  extent  to  which  the  decline  in 
production  and,  conversely,  the  increase  in 
consumer  demand  is  occurring  in  the  rest  of 
the  free  world;  the  geographic  diversification 
of  imported  supplies  likely  to  be  available  to 
the  United  States  in  1990;  the  projected  free 
world  supply-demand  balance  in  1990;  the 
current  work  of  private  stock  compared  with 
historic  levels;  the  likelihood  that  OPEC  will 
expand  its  refinery  capacity;  and,  the  effect  of 
the  economic  decline  in  the  oil  service  and  oil 
field  supply  industry  on  future  U.S.  production. 
Since  Saudi  Arabia  began  flooding  the 
world  oil  market  with  crude  in  January,  prices 
have  plummeted  to  50  percent  their  previous 
level.  Following  the  oil  price  plunge,  econo- 
mists painted  rosy  pictures  of  the  positive 
effect  lower  oil  prices  would  have  on  the  U.S. 
economy.  Yet,  a  booming  economy  has  not 
occurred.  In  large  part,  no  boom  materialized 
as  a  result  of  the  severe  depression  in  the  do- 
mestic oil  and  gas  production  and  related  in- 
dustries. 

But,  the  purpose  of  the  EIA  study  is  not  to 
examine  the  economic  distress  of  oil  and  gas 
producing  States,  although  that  distress  is 
great.  The  purpose  of  the  EIA  study  is  two- 
fold: to  provide  Congress  and  the  administra- 
tion with  reliable  energy  information  and  to, 
then,  focus  the  attention  of  Congress  and  the 
administration  on  our  Nation's  dangerous 
trend  toward  energy  dependency.  Rejoicing 
over  low  oil  prices  while  ignoring  vastly  in- 
creased imports  and  reduced  domestic  crude 
oil  production  is  irresponsible. 
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Memories  are  often  short.  But.  surely  we 
have  not  forgotten  the  results  of  the  Arab  oil 
embargo.  The  same  OPEC  which  acted  to  de- 
press prices  early  this  year  may  act  again  to 
inflate  prices,  as  it  did  in  the  1970's. 

Even  if  OPEC  never  actively  attempts  to 
gouge  the  American  consumer  again,  the  pre- 
cahous  political  situation  in  the  Middle  East 
should  make  us  nervous  about  overdepend- 
ency. 

Finally,  we  cannot  ignore  the  possibility  that 
the  Soviet  Union  might  block  the  Strait  of 
Hormuz  or  otherwise  impede  oil  flow  from  the 
Middle  East  during  a  military  conflict. 

A  glance  at  some  basic  energy  statistics 
should  alarm  us  all.  In  August  1965,  the 
United  States  imported  28.7  percent  of  its 
total  petroleum  needs.  In  August  of  1986,  that 
figure  had  jumped  to  41.2  percent.  Even  more 
worrisome,  imports  from  the  Persian  Gulf 
more  than  tnpled  to  16.3  percent,  compared 
with  only  4  percent  the  same  month  in  1985. 
Saudi  Arabia  is  now  the  fourth  largest  supplier 
of  crude  and  crude  products  to  the  United 
States. 

At  the  same  time,  active  U.S.  drilling  rigs 
plummeted  to  740  on  August  15.  This  is  a 
drop  from  an  average  of  1,980  in  1985  and  a 
high  of  4,530  in  December  of  1981. 

This  Energy  Information  Administration 
study  will  provide  Congress  and  the  adminis- 
tration with  the  facts  it  needs  to  face  the  cur- 
rent energy  crisis  squarely  and  determine 
what  action  is  necessary  to  preserve  U.S. 
energy  security. 

Mr.  JONES  of  Oklahoma.  Mr.  Chairman,  as 
we  debate  the  Omnibus  Budget  Reconciliation 
Act,  I  would  like  to  take  a  moment  to  discuss 
one  small  part  of  the  bill  which  I  am  very 
much  opposed  to;  the  extension  of  the  tempo- 
rary 0.2-percent  payroll  tax. 

This  tax  was  enacted  in  1 976  solely  for  the 
purpose  of  retiring  the  debt  incurred  by  bor- 
rowing money  from  General  Treasury  funds  to 
pay  benefits  to  the  unemployed.  Employers 
nationwide,  large  and  small,  profitable  and  un- 
profitable, shared  the  burden  of  this  additional 
tax  equally. 

But  we  made  a  promise  to  the  employers 
that  this  tax  would  expire  automatically  the 
year  after  the  debt  was  paid.  The  Department 
of  Labor  has  said  that  the  debt  will  be  repaid 
next  year.  Thus,  it  is  only  fair  that  the  tax 
expire  in  January  1988. 

I  voted  against  this  extension  in  committee, 
and  I  am  opposed  to  its  inclusion  in  the  recon- 
ciliation package.  This  is  a  breach  of  faith,  and 
a  costly  one  at  that.  In  my  home  State,  where 
the  economy  is  already  depressed,  the  exten- 
sion of  this  tax  will  cost  employers  $26.3  mil- 
lion over  2  years. 

Mr.  COLEMAN  of  Texas.  Mr.  Chairman,  I 
must  oppose  H.R.  5300,  the  Omnibus  Recon- 
ciliation Act  of  1986. 

While  I  believe  it  is  imperative  that  we 
achieve  budgetary  savings  to  meet  the 
Gramm-Rudman-Hollings  Deficit  Reduction 
Act  and  avoid  across-the-board  sequestration, 
I  do  not  believe  this  bill  will  either  achieve  the 
necessary  savings  nor  do  I  believe  all  of  the 
savings  contained  in  this  bill  are  sound. 

The  bill  provides  for  a  one-time  gain  of  $9.8 
billion  in  assets  sales.  This  would  impose  a 
0.5  percent  Customs  user  fee  on  all  cargo  en- 
tering the  United  States  for  a  revenue  gain  of 


$1.8  billion.  It  includes  additional  revenues 
through  an  extension  of  the  telephone  excise 
tax. 

The  bill  contains  $2,185  billion  in  budget 
cuts,  but  also  contains  an  increase  in  spend- 
ing of  $4,472  for  a  net  increase  of  $2,287  bil- 
lion. This  is  certainly  not  the  direction  we 
should  be  heading  for  deficit  reduction. 

The  bill  also  contains  savings  which  are 
highly  questionable.  These  include  $2.4  billion 
from  greater  tax  collections  as  a  result  of  the 
House-passed  Treasury,  Postal  Service,  and 
general  Government  appropriations  bill  which 
increases  the  number  of  IRS  personnel.  I  sit 
on  the  subcommittee  which  drafted  that  bill, 
H.R.  5294,  and  we  added  those  personnel  to 
both  increase  collections  and  avoid  backlogs, 
but  we  did  not  use  that  to  score  the  budget 
deficit,  because  those  are  not  hard  and  fast 
numbers,  but  rather  assumptions.  The  bill  also 
assumes  $846  million  through  increased  pen- 
alties for  failure  to  deposit  payroll  and  with- 
holding taxes  and  substantial  understatement 
of  tax  liability. 

I  question  whether  or  not  this  bill  will  bring 
us  under  the  $154  billion  deficit  level  we  need 
to  achieve  to  avoid  sequestration.  If,  by 
change,  it  does  this  year,  next  year  we  will  be 
faced  with  an  ever  greater  and  likely  impossi- 
ble task  of  avoiding  sequestration.  Even  if  we 
raise  $10  billion  through  assets  sales,  it  will 
only  be  a  one-time  gain.  If  we  impose  the  sup- 
posed customs  user  fees,  we  will  increase 
costs  for  consumers  on  all  imports  and  hurt 
the  economies  of  our  border  communities. 

While  there  are  provisions  contained  in  the 
bill  with  which  I  agree,  such  as  the  cap  on 
Medicare  deductible  payments  for  the  elderly. 
I  cannot  support  the  entire  bill.  It  takes  up  in 
the  wrong  direction.  It  is  a  short-term  solution 
which  will  pose  long-term  problems— namely 
budget  cuts  or  revenue  increases  in  the 
nature  of  $75  billion  next  year.  The  members 
of  the  Budget  Committee  have  worked  hard 
on  this  bill,  but  I  cannot  accept  it.  I,  too,  want 
to  avoid  the  danger  sequestration  poses  to 
our  national  security,  international  position, 
and  defense  of  our  borders,  but  I  do  not  be- 
lieve this  bill  will  do  the  job.  I  propose  we  go 
back  to  the  drawingboard  and  bring  a  bill  up 
which  makes  the  cuts  we  need,  $10  billion,  to 
reach  our  deficit  target. 

Mr.  ACKERMAN.  Mr.  Chairman,  I  am  going 
to  support  passage  of  H.R.  5300,  the  fiscal 
year  1987  Budget  Reconciliation  Act,  but  I  do 
so  reluctantly  t}ecause  of  some  major  short- 
comings contained  in  the  measure. 

The  fact  is,  the  bill  before  us  does  not  pro- 
pose real  deficit  reduction.  The  bill  does  con- 
tain modest  spending  cuts,  but  half  the  sav- 
ings come  from  selling  loan  assets  held  by 
various  Government  agencies.  These  are  not 
true  savings.  Even  though  these  sales  would 
lower  the  deficit  duhng  1987,  the  Govern- 
ment's forgone  revenues  from  collecting  prin- 
cipal and  interest  on  the  loans  will  increase 
the  deficit  the  following  year,  and  perhaps  for 
many  years  to  come.  This  is  a  quick  fix  for 
raising  fast  cash,  but  a  dangerous  nsk  that 
may  cause  the  Government  to  actually  lose 
money  on  the  sales  and  endure  long-term  fi- 
nancial loss  as  a  result. 

Another  aspect  of  the  bill  which  I  am  op- 
posed to  is  the  advanced  revenue-sharing 
payment  requirement.  The  payment  is  current- 


ly scheduled  to  be  made  during  the  first  5 
days  of  fiscal  year  1987.  However,  under  the 
reconciliation  bill,  the  fourth  quarter  payment 
will  be  made  t)efore  the  end  of  1986  in  order 
to  reduce  fiscal  year  1987  outlays  by  $680 
million.  What  we  are  talking  about  is  juggling 
the  books  to  create  the  illusion  that  we  are 
meeting  the  Gramm-Rudman  targets.  This  is  a 
flagrant  retreat  from  responsible  decisionmak- 
ing. 

I  am  also  very  concerned  about  provisions 
in  the  bill  which  would  cut  the  fiscal  year  1 987 
discretionary  appropriations  to  bring  outlays 
$1  billion  below  the  amount  allocated  under 
the  budget  resolution  by  using  the  Gramm- 
Rudman  formula  of  indiscriminate,  across-the- 
board  cuts.  I  am  strongly  opposed  to  this 
reckless  budget-cutting  gimmick  because  I  be- 
lieve one  of  Congress'  most  basic  responsibil- 
ities IS  to  make  spending  decisions.  It  is  the 
branch  of  the  Federal  Government  closest  to 
the  people  and  should  be  most  responsive  to 
the  needs  of  the  people. 

Yes;  deficit  reduction  is  urgently  needed, 
but  Congress  can  cut  the  budget  without 
Gramm-Rudman.  Let's  not  forget  that  Con- 
gress has  appropriated  less  than  the  Presi- 
dent requested  every  year  except  4  since 
Worid  War  II.  In  fiscal  year  1986  Congress  ap- 
propriated $7.8  billion  less  than  it  did  for  fiscal 
year  1985,  and  this  amount  was  $5.9  billion 
less  than  the  President's  request.  The  only 
appropnations  bills  which  exceeded  last  year's 
target  levels  were  for  defense  and  military 
construction,  both  at  the  urging  of  the  White 
House. 

Mr.  Chairman.  I  support  a  balanced  -budget, 
but  shifting  money  from  the  1987  budget  to 
the  1986  budget  to  make  it  appear  as  if  we 
are  meeting  the  Gramm-Rudman  targets  is  lu- 
dicrous. Congress  has  a  responsibility  to  make 
carefully  thought-out  spending  decisions 
based  on  the  ments  of  various  programs  to 
our  society.  Let's  keep  the  budget  decisions 
where  they  belong,  in  the  hands  of  the 
people. 

Mr.  LEATH  of  Texas.  Mr.  Chair- 
man, I  yield  back  the  balance  of  my 
time. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, I  yield  back  the  balance  of  my 
time. 

D  1540 

The  CHAIRMAN.  Pursuant  to 
House  Resolution  558,  the  bill  is  con- 
sidered as  having  been  read  for 
amendment  under  the  5-minute  rule. 

The  text  of  H.R.  5300.  as  introduced 
and  without  amendments,  is  as  fol- 
lows: 

H.R.  5300 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United    States    of 
America  in  Congress  assembled. 

TITLE  I— SHORT  TITLE  AND  TABLE  OF 
CONTENTS 

StXTION  IWIl.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  •Omnibus 
Budget  Reconciliation  Act  of  1986  ". 
SE( .  1002.  t.\bi.k;  of  iontents. 
Title  I.  Short  Title  and  Table  of  Contents. 
Title  II.  House  Committee  on  Agriculture. 
Title  III.  House  Committee  on  Banking,  Pi- 
nance  and  Urban  Affairs. 
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Title 
Title 
Title 
Title 
Title 


IV. 


House  Committee  on  Energy  and 
Commerce. 

V.  House  Committee  on  Interior  and 
Insular  Affairs. 

VI.  House  Committee  on  Merchant 
Marine  and  Fisheries. 

VII.  House  Committee  on  Post  Office 
and  Civil  Service. 

VIII.    House    Committee    on    Public 
Works  and  Transportation. 

IX.  House  Committee  on  Small  Busi- 
ness. 

X.  House  Committee  on  Ways  and 

Means. 

TITLE  II— HOISE  COMMITTEE  ON 
AGRICILTIRE 

Subtitk  .A— Sale  of  Notes  Held  in  the  Rural 
Development  Insurance  Fund 

SEC.  2001.  SALE  C»K  Rl  RAI.  HEVEl.OP.MENT  NOTES. 

(a)  Sales  Required.— The  Secretary  of  Ag- 
riculture, under  such  terms  as  the  Secretary 
may  prescrit)e.  shall  sell  notes  held  in  the 
Rural  Development  Insurance  Fund  created 
by  section  309A  of  the  Consolidated  Farm 
and  Rural  Development  Act  in  such 
amounts  as  to  realize  net  proceeds  not  less 
than— 

(1)  $552,000,000  from  such  sales  during 
fiscal  year  1988.  and 

(2)  $547,000,000  from  such  sales  during 
fiscal  year  1989. 

(b)  Nonrecourse  Sales.— Section  309A(e) 
of  the  Consolidated  Farm  and  Rural  Devel- 
opment Act  (7  U.S.C.  1929a(e))  is  amended 
by  striking  out  the  period  at  the  end  of  the 
second  sentence  and  inserting  in  lieu  there- 
of the  following:  ■'.  including  sale  on  a  non- 
recourse basis.  The  Secretary  and  any  sub- 
sequent purchaser  of  such  notes  sold  by  the 
Secretary  on  a  nonrecourse  basis  shall  be  re- 
lieved of  any  responsibilities  that  might 
have  t)een  imposed  had  the  borrower  re- 
mained indebted  to  the  Secretary.". 

(c)  Borrower  Rights  and  Obligations.— 
Any  sale  of  notes,  as  described  in  subsection 
(a),  shall  not  alter  the  rights  or  obligations 
of  the  borrower  sisecified  in  the  note,  except 
that  the  Secretary  of  Agriculture,  prior  to 
sale,  shall  ensure  that  such  notes,  as  sold, 
contain  no  terms  for  graduation  of  the  bor- 
rower to  any  other  source  of  credit. 

(d)  Eligibility  to  Purchase  Notes.— Not- 
withstanding any  other  provision  of  law. 
each  institution  of  the  Farm  Credit  System 
shall  be  eligible  to  purchase  notes  held  in 
the  Rural  Development  Insurance  Fund  and 
to  service  (including  the  extension  of  addi- 
tional credit  and  all  other  actions  necessary 
to  preserve,  conserve,  or  protect  the  institu- 
tion's interest  in  the  purchased  notes),  and 
collect  and  dispose  of,  such  notes,  subject 
only  to  such  terms  and  conditions  as  may  be 
agreed  to  by  the  Secretary  of  Agriculture 
and  the  purchasing  institution  and  as  may 
be  approved  by  the  Farm  Credit  Adminis- 
tration. 

(e)  Limitation  on  Sales  Prom  Agricul- 
tural Credit  Insurance  Fund.— During 
fiscal  years  1987  through  1989,  no  note  shall 
be  sold  out  of  the  Agricultural  Credit  Insur- 
ance FMnd,  except  in  connection  with  trans- 
actions with  the  Secretary  of  the  Treasury, 
without  prior  approval  by  Congress. 

Sulrtitle  B — Prepayment  of  Loans 

SEC.    2011.    PREPAYMENT    OV    REA    GIARANTCEI) 

U»ANS. 

(a)  Amendment  to  Rural  Electrification 
Act  of  1936.-The  Rural  Electrification  Act 
of  1936  (7  U.S.C.  901  et  seq.)  is  amended  by 
inserting  after  section  306  (7  U.S.C.  936)  the 
following  new  sections: 


••SK« .  .iiwA.  prepayment  oe  loans. 

■■(a)  Except  as  provided  in  subsection  (c),  a 
Iwrrower  of  a  loan  made  by  the  Federal  Fi- 
nancing Bank  and  guaranteed  under  section 
306  of  this  Act  may  prepay  such  loan  by 
paying  the  outstanding  principal  balance 
due  on  the  loan,  if— 

"(1)  the  loan  is  outstanding  on  July  2, 
1986; 

••(2)  private  capital,  with  the  existing  loan 
guarantee,  is  used  to  replace  the  loan;  and 

"(3)  the  borrower  certifies  that  such  pre- 
payment will  result  in  substantial  savings  to 
its  customers  or  lessen  the  threat  of  bank- 
ruptcy of  the  borrower. 

•■(b)  No  sums  in  addition  to  the  payment 
of  the  outstanding  principal  balance  due  on 
the  loan  shall  be  charged  as  the  result  of 
such  prepayment  against  the  borrower,  the 
fund,  or  the  Rural  Electrification  Adminis- 
tration. 

••(c)(1)  A  borrower  will  not  be  qualified  for 
prepayment  under  this  section  if.  in  the 
opinion  of  the  Secretary  of  the  Treasury,  to 
prepay  in  such  borrower's  case  would  ad- 
versely affect  the  operation  of  the  Federal 
Financing  Bank. 

•'(2)  Paragraph  (1)  shall  be  effective  in 
fiscal  year  1987  only  for  any  loan  the  pre- 
payment of  the  principal  amount  of  which 
will  cause  the  cumulative  amount  of  princi- 
pal on  loans  prepaid  under  this  section  (and 
under  the  undesignated  paragraph  relating 
to  the  prepayment  of  loans  by  the  Rural 
Electriftcalion  and  Telephone  Systems,  of 
chapter  I  of  the  Act  entitled  "An  Act 
making  urgent  supplemental  appropriations 
for  the  fiscal  year  ending  September  30, 
1986.  and  for  other  purposes"  (Public  Law 
99-349).  approved  July  2.  1986)  to  exceed 
$2,415,000,000. 

•■(d)  The  Administrator  shall  permit,  sub- 
ject to  subsection  (a),  prepayments  of  prin- 
cipal on  loans  in  fiscal  year  1987  under  this 
section  (or  under  the  undesignated  para- 
graph relating  to  the  prepayment  of  loans 
by  the  Rural  Electrification  and  Telephone 
Systems,  of  chapter  I  of  the  Act  entitled 
•An  Act  making  urgent  supplemental  appro- 
priations for  the  fiscal  year  ending  Septem- 
ber 30,  1986,  and  for  other  purposes" 
(Public  Law  99-349),  approved  July  2,  1986) 
in  a  cumulative  amount  not  less  than  the 
amount  that,  added  to  the  cumulative 
amount  of  principal  repayments  in  fiscal 
year  1986.  equals  $2,415,000,000. 

SEl.  .W«B.  SALE  OR  PREPAYMENT  OK  IHRECT  OR 
INSIREI)  LOANS. 

•A  direct  or  insured  loan  made  under  this 
Act  shall  not  be  sold  or  prepaid  at  a  value 
less  than  the  face  value  of  any  outstanding 
principal  balance  of  such  loan. ". 

(b)  Conforming  Amendment.— Chapter  I 
of  the  Act  entitled  An  Act  making  urgent 
supplemental  appropriations  for  the  fiscal 
year  ending  September  30.  1986,  and  for 
other  purposes"  (Public  Law  99-349).  ap- 
proved July  2,  1986,  is  amended  by  striking 
out  the  undesignated  paragraph  relating  to 
the  prepayment  of  loans  by  the  Rural  Elec- 
trification and  Telephone  Systems. 

(c)  Regulations.— The  Secretary  of  Agri- 
culture shall  issue  regulations  to  implement 
this  section  within  15  days  after  the  date  of 
enactment  of  this  Act.  To  the  extent  practi- 
cable, the  Secretary  shall  incorporate  the 
regulations  issued  under  the  undesignated 
paragraph  relating  to  the  prepayment  of 
loans  by  the  Rural  Electrification  and  Tele- 
phone Systems,  of  Chapter  I  of  the  Act  enti- 
tled "An  Act  making  urgent  supplemental 
appropriations  for  the  fiscal  year  ending 
September  30,  1986,  and  for  other  purposes" 
(Public  Law  99-349),  approved  July  2,  1986. 


Subtitle  C — Federal  Meat  Inspection 
SE(.  2(»2I.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Proc- 
essed Products  Inspection  Improvement  Act 
of  1986". 

SE(    2(122.  PI  RPOSE. 

The  amendments  made  by  this  subtitle 
are  in  furtherance  of  the  findings  made  by 
Congress  in  section  2  (21  U.S.C.  602)  of  the 
Federal  Meat  Inspection  Act. 

SEC.   2U2:i.    AMENDMENTS   TO    EEDERAL   MEAT   IN- 
SPECTION A(  T 

(a)  Manner  and  Frequency  of  Inspec- 
tion.—Section  6  of  the  Federal  Meat  Inspec- 
tion Act  (21  U.S.C.  606)  is  amended  by  strik- 
ing out  'That  for  purposes"  and  all  that  fol- 
lows through  "Provided,  That",  and  insert- 
ing in  lieu  thereof  the  following: 

•'For  the  purposes  hereinbefore  set  forth, 
the  Secretary  shall  cause  to  be  made,  by  in- 
spectors appointed  for  that  purpose,  an  ex- 
amination and  inspection  of  meat  food  prod- 
ucts prepared  for  commerce  in  any  slaugh- 
tering, meat-canning,  salting,  packing,  ren- 
dering, or  similar  establishment.  Such  ex- 
amination and  inspection  shall  be  conducted 
with  such  frequency  and  in  such  manner  as 
the  Secretary  deems  necessary,  as  provided 
in  rules  and  regulations  issued  by  the  Secre- 
tary, taking  into  account  such  factors  as  the 
Secretary  deems  to  be  appropriate,  includ- 
ihg— 

■•(1)  the  nature  and  frequency  of  the  proc- 
essing operations  at  such  establishment; 

••(2)  the  adequacy  and  reliability  of  the 
processing  controls  and  sanitary  procedures 
at  such  establishment;  and 

"(3)  the  history  of  compliance  with  inspec- 
tion requirements  in  effect  under  this  Act. 
by  the  operator  of  such  establishment  or 
anyone  responsibly  connected  with  the  busi- 
ness (as  described  in  section  401(g)  of  this 
Act)  that  operates  such  establishment. 
All  such  products  found  by  such  inspectors, 
if  any,  and  by  the  operator  of  such  estab- 
lishment to  be  not  adulterated  shall  be 
marked,  stamped,  tagged,  or  labeled  as  •In- 
spected and  passed';  and  all  such  products 
found  by  any  of  such  inspectors  or  by  the 
operator  of  such  establishment  to  be  adul- 
terated shall  be  marked,  stamped,  tagged,  or 
labeled  as  "Inspected  and  condemned'.  All 
such  condemned  products  shall  be  destroyed 
for  human  food  purposes.  The  Secretary 
may  suspend  inspection  at.  and  thereby 
remove  inspectors  from,  any  establishment 
that  fails  to  so  condemn  adulterated  meat 
food  products  or  fails  to  so  destroy  con- 
demned meat  food  products.  For  purposes 
of  any  examination  and  inspection,  such  in- 
spectors shall  have  access  to  every  part  of 
an  establishment  at  all  times,  by  day  or 
night,  and  without  regard  to  whether  such 
establishment  is  operated.  Notwithstanding 
the  preceding  provisions  of  this  section,". 

(b)  Enforcement  Methods.— Section  401 
of  the  Federal  Meat  Inspection  Act  (21 
U.S.C.  671)  is  amended— 

(1)  by  inserting  "(a) "  after  "Sec.  401.". 

(2)  in  the  first  sentence— 

(A)  by  striking  out  "applicant,  for"  and  in- 
serting in  lieu  thereof  "applicant  for", 

(B)  by  striking  out  ""any  felony,  or  (2)", 
and 

(C)  by  inserting  before  the  period  at  the 
end  thereof  "or  (2)  any  felony  ", 

(3)  in  the  second  sentence— 

(A)  by  indenting  the  first  word  2  ems  so  as 
to  create  a  new  paragraph,  and 

(B)  by  inserting  •'(f)"  before  the  first 
word. 
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(4)  by  inserting  '{g)"  before  the  first  word 
of  the  third  sentence. 

(5)  in  the  fourth  sentence— 

(A)  by  striking  out  •The"  and  inserting  in 
lieu  thereof  '(h)  Except  as  provided  in  sub- 
section <e)(2),  the",  and 

(B)  by  striking  out  "this  section"  and  in- 
serting in  lieu  thereof  "subsection  (e) ".  and 

(6)  by  inserting  after  subsection  (a),  as  so 
designated  by  paragraph  <1)  of  this  subsec- 
tion, the  following  new  subsections: 

"(b)(1)  On  the  request  of  the  Secretary  at 
the  time  of  the  sentencing  of  an  individual 
who  is  a  person  responsibly  connected  with 
any  business  requiring  inspection  under  title 
I  of  this  Act  and  who  is  convicted  of  a 
felony  involving— 

"(A)  the  intentional  adulteration  of  food 
(except  as  defined  in  section  l(m)(8)  of  this 
Act): 

"(B)  the  adulteration  of  food,  as  defined 
in  section  l(m)(8)  of  this  Act.  with  intent  to 
defraud: 

"(C)  bribery;  or 

"(D)  extortion: 
the  sentencing  court  shall  issue  a  temporary 
order  forbidding  such  individual  to  exercise 
operational  control  of.  or  to  be  physically 
present  at.  any  establishment  requiring  in- 
spection under  title  I  of  this  Act  if  the  court 
finds  that  the  exercise  of  operational  con- 
trol by.  or  the  presence  of.  such  individual 
at  the  establishment  either  poses  a  direct 
and  substantial  threat  to  the  public  health 
or  safety  or.  if  such  individual  is  convicted 
of  a  felony  described  in  subparagraph  (B). 
poses  a  clear  likelihood  of  significant  eco- 
nomic harm  to  consumers. 

"(2)  Such  order  shall  terminate— 

"(A)  whenever  the  Secretary  determines 
by  order,  after  a  hearing  on  the  record, 
whether  such  individual  should  exercise 
operational  control  of.  or  be  physically 
present  at,  any  establishment  requiring  in- 
spection under  title  I  of  this  Act,  and  judi- 
cial review,  if  any,  of  such  determination  is 
completed:  or 

"(B)   ninety   days   after -the   issuance   of 
such  temporary  order  by  the  court  if  the 
Secretary  does  not  commence  such  hearing 
before  the  expiration  of  such  ninety  days: 
whichever  occurs  earlier. 

"(c)  Any  determination  and  order  of  the 
Secretary  issued  under  subsection  (a)  or  (b) 
shall  be  conclusive  and  enforceable  unless 
the  affected  applicant  for,  or  recipient  of, 
inspection  service  or  the  affected  individual 
files,  not  later  than  thirty  days  after  the  ef- 
fective date  of  such  order,  a  petition  for 
review  of  such  order  in  the  United  States 
Court  of  Appeals  for  the  District  of  Colum- 
bia Circuit  or  the  court  of  appeals  for  the 
circuit  in  which  the  relevant  establishment 
is  doing  business.  Judicial  review  of  such 
order  shall  be  upon  the  record  upon  which 
the  determination  and  order  are  based. 

"(did)  Subject  to  paragraph  (3),  the  Sec- 
retary may  commence  a  civil  action  in  an 
appropriate  court,  as  provided  in  section 
404,  to  withdraw  inspection  service  under 
title  I  of  this  Act  with  respect  to  any  estab- 
lishment or  to  prevent  any  individual  re- 
sponsibly connected  with  any  business  re- 
quiring, inspection  under  title  I  of  this  Act 
from  exercising  operational  control  of,  or 
being  present  at,  any  establishment  requir- 
ing inspection  under  title  I  of  this  Act. 

"(2)  If  the  court  finds,  on  the  basis  of 
clear  and  convincing  evidence,  that  the  re- 
cipient of  inspection  service  or  such  individ- 
ual has  repeatedly  failed  to  comply  with  the 
requirements  of  this  Act,  or  the  rules  and 
regulations  issued  under  this  Act,  in  a 
manner  that  poses  a  direct  and  substantial 


threat  to  the  public  health  or  safety,  then 
the  court  shall  issue  an  order— 

"(A)  withdrawing  inspection  at  such  estab- 
lishment: or 

"(B)  forbidding  such  individual  to  exercise 
operational  control  of,  or  to  be  physically 
present  at,  such  establishment: 
for  such  period  as  the  court  deems  neces- 
sary to  carry  out  the  purposes  of  this  Act. 

"(3)  Not  less  than  ninety  days,  and  not 
more  than  450  days,  before  commencing  a 
civil  action  under  paragraph  (1),  the  Secre- 
tary shall  give  to  each  recipient  of  inspec- 
tion service,  and  each  individual  responsibly 
connected  with  the  business,  with  respect  to 
which  such  action  is  commenced  a  written 
notice  that  includes— 

"(A)  a  statement  that  the  Secretary  in- 
tends to  commence  such  action: 

"(B)  a  comprehensive  description  of  the 
violations  of  this  Act  and  the  regulations 
issued  under  this  Act  alleged  by  the  Secre- 
tary: and 

"(C)  a  description  of  the  actions  the  Sec- 
retary considers  necessary  to  be  taken  by 
such  recipient  or  such  individual  to  comply 
with  this  Act  and  to  eliminate  the  need  to 
commence  such  civil  action. 

"(e)(1)  The  Secretary  may  temporarily 
withdraw  inspection  service  under  title  I  of 
this  Act  with  respect  to  any  establishment 
for  such  period  as  is  necessary  to  ensure  the 
safe  and  effective  performance  of  official 
duties  under  this  Act  if  the  Secretary  deter- 
mines, after  an  opportunity  for  a  hearing  on 
the  record,  that  an  officer,  employee,  or 
agent  of  such  establishment— 

"(A)  threatened  to  forcibly  assault: 

"(B)  forcibly  assaulted: 

"(C)  forcibly  intimidated:  or 

■(D)  forcibly  interfered  with: 
an  employee  of  the  United  States  engaged 
in.  or  on  account  of.  the  performance  of  any 
of  such  official  duties. 

"(2)(A)  Notwithstanding  paragraph  (1). 
the  Secretary  may  temporarily  suspend  in- 
spection service  under  title  I  of  this  Act 
with  respect  to  any  establishment,  pending 
an  expedited  administrative  hearing  on  the 
record  and  judicial  review  of  the  order  of 
the  Secretary  based  on  such  record,  if  the 
Secretary  determines  that  temporary  sus- 
pension of  such  inspection  service  is  neces- 
sary for  the  safety  of  any  employee  who 
performs  official  duties  under  this  Act. 

"(B)  If  the  Secretary  receives,  before  or 
after  temporarily  suspending  such  inspec- 
tion service  in  accordance  with  subpara- 
graph (A),  adequate  written  assurances 
from  the  recipient  of  inspection  service,  or 
the  individuals  involved,  that  the  conduct  or 
circumstances  that  threatened  the  safety  of 
such  employee  will  not  continue  or  recur, 
the  Secretary  may  continue  or  restore  such 
inspection  service  on  the  condition  that 
such  assurances  are  fulfilled.". 

(c)  Warning:  Reporting  of  Violations.— 
Section  406  of  Federal  Meat  Inspection  Act 
(21  U.S.C.  676)  is  amended- 

(1)  in  subsection  (b)  by  adding  at  the  end 
thereof  the  following: 

"In  determining  whether  the  public  interest 
could  be  adequately  served  by  a  written 
notice  of  warning,  the  Secretary  shall  take 
into  account,  among  other  factors— 

"(1)  the  compliance  history  of  such  estab- 
lishment; 

"(2)  the  magnitude  of  the  violation: 

"(3)  whether  compliance  with  this  Act 
would  likely  be  obtained  as  a  result  of  such 
notice:  and 

"(4)  whether  such  violation  is  of  a  minor 
or  technical  nature.",  and 


(2)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection: 

"(c)  Unless  the  Secretary  by  regulation 
provides  otherwise,  before  any  violation  of 
this  Act  is  reported  by  the  Secretary  for 
prosecution  of  a  criminal  proceeding,  the 
Secretary  shall  give  the  person  alleged  to 
have  committed  such  violation— 

"(1)  reasonable  notice  that  the  Secretary 
intends  to  report  such  violation  for  prosecu- 
tion; and 

"(2)  an  opportunity  to  present  to  the  Sec- 
retary, orally  or  in  writing,  views  with  re- 
spect to  such  proceeding.". 

(d)  Conforming  Amendments.— 

(1)  Nighttime.— Section  9  of  the  Federal 
Meal  Inspection  Act  (21  U.S.C.  609)  is 
amended  by  inserting  ",  except  as  provided 
in  section  6."  after  "equines.  and"  the  first 
place  it  appears. 

(2)  Administration.— Section  21  of  the 
Federal  Meat  Inspection  Act  (21  U.S.C.  621) 
is  amended  by  striking  out  "and  meat  food 
products"  and  inserting  in  lieu  thereof 
"thereof,  and  of  meat  food  products". 

(e)  Construction  of  Amendments.— The 
amendments  made  by  this  section  shall  not 
be  construed  to  authorize  the  Secretary  of 
Agriculture  to  refuse  to  provide  inspection 
under  the  Federal  Meat  Inspection  Act  at 
an  establishment  solely  because  such  estab- 
lishment does  not  participate  in  a  total 
plant  quality-control  program. 

SK«  .  ltti\.  KKKNACTMKNT  <IK  KOKMKR  PROVISIONS 
(»K  LAW. 

(a)  Reenactment.— Effective  6  years  after 
the  date  of  the  enactment  of  this  Act.  sec- 
tions 6.  9.  21.  401.  and  406  of  the  Federal 
Meat  Inspection  Act  (21  U.S.C.  606.  609.  621, 
671.  676)  are  amended  to  read,  respectively, 
as  such  sections  read  immediately  before 
the  date  of  the  enactment  of  this  Act. 

<b)  Saving  Provision.— The  amendments 
made  by  subsection  (a)  shall  not  have  the 
effect  of  releasing  or  extinguishing  any  pen- 
alty, forfeiture,  or  liability  incurred  under 
the  Federal  Meat  Inspection  Act  as  amend- 
ed by  section  1023.  or  under  the  rules  or  reg- 
ulations issued  under  such  Act. 

SK(  .  2«2.>.  SKNSK  OK  CONCIRESS. 

It  is  the  sense  of  Congress  that  the  Secre- 
tary of  Agriculture  should— 

( 1 )  carry  out  a  program  to  detect  residues 
in  livestock  that  are  subject  to  inspection 
under  title  I  of  the  Federal  Meat  Inspection 
Act,  and 

(2)  evaluate  the  feasibility  of.  and  develop, 
a  program  that  would  enable  the  Secretary 
to  trace  any  particular  livestock  that  are 
subject  to  inspection  under  title  I  of  the 
Federal  Meat  Inspection  Act,  in  order  to 
identify  the  producer  of  such  livestock. 

SB  .  202R.  ANM  AI,  RKPORT. 

Not  later  than  1  year  after  the  date  of  the 
enactment  of  this  Act,  and  annually  there- 
after, the  Secretary  of  Agriculture  shall 
submit  to  the  Committee  on  Agriculture  of 
the  House  of  Representatives  and  the  Com- 
mittee on  Agriculture.  Nutrition,  and  For- 
estry of  the  Senate  a  report  describing— 

(1)  any  action  proposed  or  taken  by  the 
Secretary  to  implement  the  amendments 
made  by  this  subtitle. 

(2)  any  action  proposed  or  taken  by  the 
Secretary  to  carry  out  a  program  to  detect 
residues  in  livestock  that  are  subject  to  in- 
spection under  title  I  of  the  Federal  Meat 
Inspection  Act. 

(3)  any  action  proposed  or  taken  by  the 
Secretary  to  evaluate  the  feasibility  of.  and 
develop,  a  program  that  would  enable  the 
Secretary  to  trace  any  particular  livestock 
that  are  subject  to  inspection  under  such 
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title,  in  order  lo  identify  tiie  producer  of 
such  livestock,  and 

(4)  any  personnel  action  proposed  or 
taken  by  the  Secretary  as  a  result  of  the 
amendments  made  by  this  subtitle  and  any 
effort  made  by  the  Secretary  to  minimize 
any  adverse  economic  effect  of  such  amend- 
ments on  employees  of  the  Department  of 
Agriculture. 

SK(  .JitJT  «  0N«;HKSS10N Al.  KKKVAl.l  \TI«»N 

Not  later  than  6  years  after  the  date  of 
the  enactment  of  this  Act.  Congress  shall— 

(1)  evaluate  the  operation  and  effects  of 
the  amendments  made  by  this  subtitle,  for 
the  purpose  of  determining  whether  to 
extend  or  modify  the  operation  of  such 
amendments,  and 

( 2 )  enact  such  legislation  as  may  be  neces- 
sary to  efficiently  and  effectively  carry  out 
the  Federal  Meat  Inspection  Act. 

SW.    illL'K     KKKMTIVK     I>,\TK;    API'I.K  ATH)N    (>K 
AMKNDMKNTS 

(a)  General  Effective  Date.— Except  as 
provided  in  section  2024(a)  and  in  subsec- 
tion (b)  of  this  section,  this  subtitle  and  the 
amendments  made  by  this  subtitle  shall 
take  effect  on  the  date  of  the  enactment  of 
this  Act. 

(b)  Temporary  Application  of  Existing 
Law.— Sections  6.  9.  and  21  of  the  Federal 
Meat  Inspection  Act  (21  U.S.C.  601  et  seq.). 
as  in  effect  immediately  before  the  date  of 
the  enactment  of  this  Act.  shall  apply  with 
respect  to  establishments  until  the  Secre- 
tary of  Agriculture  first  issues  rules  and  reg- 
ulations as  provided  in  the  amendment 
made  by  section  2023(a)  of  this  Act. 

TITLE  111— HOISE  CO.MMITTEE  ON 
B.ANKING.  FINANCE  .\ND  I  RB.AN  AFFAIRS 
SEt     IIKII   SAI.K  in  RIRAI.  HUl  SINC  LOANS 

(a)  Recjuired  Sales  to  Public— The  Sec- 
retary of  Agriculture  shall  take  such  actions 
as  may  be  necessary  to  ensure  that  loans 
made  under  title  V  of  the  Housing  Act  of 
1949  are  sold  to  the  public  in  amounts  suffi- 
cient to  provide  a  net  reduction  in  outlays. 
from  the  proceeds  of  such  sales,  of  not  less 
than— 

(1)  $1,158,000,000  in  fiscal  year  1987; 

(2)  $523,000,000  in  fiscal  year  1988;  and 

(3)  $546,000,000  in  fiscal  year  1989. 

(b)  Procedures  and  Terms  of  Sales.— 

(1)  Establishment  of  guidelines.— The 
Secretary  of  Agriculture  shall  establish  spe- 
cific guidelines  for  the  sale  of  loans  under 
subsection  (a).  The  guidelines  shall  address 
the  procedures  and  terms  applicable  to  the 
sale  of  the  loans,  including  the  kind  of  pro- 
tections that  should  be  provided  to  borrow- 
ers and  terms  that  will  ensure  that  the  sale 
of  the  loans  will  be  made  at  the  lowest  prac- 
ticable cost  to  the  Federal  Government. 

(2)  Assistance  by  federal  financing 
bank.— In  selling  loans  to  the  public  under 
subsection  (a),  the  Secretary  of  Agriculture 
shall  use  the  Federal  Financing  Bank  as  an 
agent  to  sell  the  loans,  unless  the  Secretary 
determines  that  the  sale  of  loans  directly  by 
the  Secretary  will  result  in  a  higher  rate  of 
return  to  the  Federal  Government.  If  the 
Secretary  determines  to  sell  loans  directly 
under  this  paragraph,  the  Secretary  shall 
notify  the  Federal  Financing  Bank  of  such 
determination  and  the  loans  involved  and. 
to  the  extent  practicable,  shall  implement 
any  reasonable  recommendations  that  may 
be  made  by  the  Federal  Financing  Bank 
with  respect  to  the  procedures  and  terms 
applicable  to  the  sale. 

<c)  Reports  to  Congress.— 

(1)  Notification  of  initial  loan  sale.— 
Not  less  than  20  days  before  the  initial  sale 
of  loans  under  subsection  (a),  the  Secretary 


of  Agriculture  shall  submit  a  report  to  the 
Committee  on  Banking.  Housing,  and  Urban 
Affairs  of  the  Senate  and  the  Committee  on 
Banking.  Finance  and  Urban  Affairs  of  the 
House  of  Representatives  containing  an  es- 
timate of  the  amount  of  the  discount  at 
which  loans  will  be  sold  at  such  initial  sale 
and  an  estimate  of  the  discount  at  which 
loans  will  be  sold  at  each  subsequent  sale 
during  fiscal  year  1987. 

(2)  Reports  by  secretary.— The  Secretary 
of  Agriculture  shall  submit  periodic  reports 
to  the  Committee  on  Banking.  Housing,  and 
Urban  Affairs  of  the  Senate  and  the  Com- 
mittee on  Banking.  Finance  and  Urban  Af- 
fairs of  the  House  of  Representatives  set- 
ting forth  the  activities  of  the  Secretary 
under  this  section.  Each  report  shall  include 
the  guidelines  established  under  subsection 
(b)(1).  a  description  of  the  loans  -sold  under 
subsection  (a),  and  an  anal.vsis  of  the  net  re- 
duction in  outlays  provided  by  the  sale  of 
the  loans.  The  Secretary  shall  submit  the 
first  report  under  this  paragraph  not  later 
than  60  days  after  the  date  of  the  enact- 
ment of  this  Act.  and  shall  submit  subse- 
quent reports  each  60  days  thereafter 
through  the  end  of  fi.scal  year  1989. 

(3)  Reports  by  comptroller  general.— 
The  Comptroller  General  of  the  United 
States  shall  conduct  an  audit  and  evaluation 
of  the  activities  of  the  Secretary  of  Agricul- 
ture described  in  each  report  submitted 
under  paragraph  (1)  or  (2).  in  accordance 
with  such  regulations  as  the  Comptroller 
General  may  prescribe.  The  Comptroller 
General  shall  have  access  to  such  books, 
records,  accounts,  and  other  materials  of 
the  Secretary  as  the  Comptroller  General 
determines  necessary  to  conduct  each  such 
audit  and  evaluation.  The  Comptroller  Gen- 
eral shall  submit  to  the  Committee  on 
Banking.  Housing,  and  Urban  Affairs  of  the 
Senate  and  the  Committee  on  Banking.  Fi- 
nance and  Urban  Affairs  of  the  House  of 
Representatives  a  report  setting  forth  the 
results  of  each  such  audit  and  evaluation. 

(d)  Relation  to  Other  Law.— The  sale  of 
loans  under  subsection  (a)  shall  not  be  sub- 
ject to  any  requirement  under  section  517  of 
the  Housing  Act  of  1949  or  any  other  law 
that  the  loans  be  insured  or  guaranteed 
when  sold,  or  to  any  requirement  under 
paragraph  (2)  or  (3)  of  subsection  (d)  of 
such  section  517. 

.<<K(  .  MWl.  SAI.K  OK  KXI'OKT  IMI'ORT  HANK  LOANS. 

The  Export-Import  Bank  Act  of  1945  (12 
U.S.C.  635  et  seq.)  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

•SKC.  LV  SAI.K  OK  BANK  LOANS. 

"(a)  Required  Sales  to  Public— The 
Board  of  Directors  shall  take  such  actions 
as  may  be  necessary  to  ensure  that  loans 
made  by  the  Bank  under  this  Act  are  sold  to 
the  public  in  amounts  sufficient  to  provide  a 
net  reduction  in  outlays  of  not  less  than 
$500,000,000  in  fiscal  year  1987  from  the 
proceeds  of  such  sales. 

••(b)  Procedures  and  Terms  of  Sales.— 

••(1)  Establishment  of  guidelines.— The 
Board  of  Directors  shall  establish  specific 
guidelines  for  the  sale  of  loans  under  sub- 
section (a).  The  guidelines  shall  address  the 
procedures  and  terms  applicable  to  the  sale 
of  the  loans,  including  terms  that  will 
ensure  that  the  sale  of  the  loans  will  bring 
the  highest  possible  return  to  the  Federal 
Government. 

••(2)  Assistance  by  federal  financing 
bank.— In  selling  loans  to  the  public  under 
subsection  (a),  the  Board  of  Directors  shall 
use  the  Federal  Financing  Bank  as  an  agent 
to  sell  the  loans,  unless  the  Board  of  Direc- 
tors determines  that  the  sale  of  loans  direct- 


ly by  the  Export-Import  Bank  will  result  in 
a  higher  rate  of  return  to  the  Federal  Gov- 
ernment. If  the  Board  of  Directors  deter- 
mines to  sell  loans  directly  under  this  para- 
graph, the  Board  shall  notify  the  Federal 
Financing  Bank  of  such  determination  and 
the  loans  involved  and,  to  the  extent  practi- 
cable, shall  implement  any  reasonable  rec- 
ommendations that  may  be  made  by  the 
Federal  Financing  Bank  with  respect  to  the 
procedures  and  terms  applicable  to  the  sale. 

■•(c)  Reports  to  Congress.— 

•(1)  Notification  of  initial  loan  sale.— 
Not  less  than  20  days  before  the  initial  sale 
of  loans  under  subsection  (a),  the  Board  of 
Directors  shall  submit  a  report  to  the  Com- 
mittee on  Banking,  Housing,  and  Urban  Af- 
fairs of  the  Senate  and  the  Committee  on 
Banking.  Finance  and  Urban  Affairs  of  the 
Hou.se  of  Representatives  containing  an  es- 
timate of  the  amount  of  the  discount  at 
which  loans  will  be  .sold  at  such  initial  sale 
and  an  estimate  of  the  discount  at  which 
loans  will  be  sold  at  each  subsequent  sale 
during  fiscal  year  1987. 

••(2)  Reports  by  bank.— The  Board  of  Di- 
rectors shall  submit  periodic  reports  to  the 
Committee  on  Banking,  Housing,  and  Urban 
Affairs  of  the  Senate  and  the  Committee  on 
Banking.  Finance  and  Urban  Affairs  of  the 
House  of  Representatives  setting  forth  the 
activities  of  the  Board  of  Directors  under 
this  section.  Each  such  report  shall  include 
the  guidelines  established  under  subsection 
(b)(1),  a  description  of  the  loans  sold  under 
subsection  (a),  and  an  analysis  of  the  net  re- 
duction in  outlays  provided  by  the  sale  of 
such  loans.  The  Board  of  Directors  shall 
submit  the  first  report  under  this  paragraph 
not  later  than  60  days  after  the  date  of  the 
enactment  of  this  Act.  and  shall  submit  sub- 
sequent reports  each  60  days  thereafter 
through  the  end  of  fiscal  year  1987. 

••(3)  Reports  by  comptroller  general.— 
The  Comptroller  General  of  the  United 
States  shall  conduct  an  audit  and  evaluation 
of  the  activities  of  the  Board  of  Directors 
described  in  each  report  submitted  under 
paragraph  (1)  or  (2),  in  accordance  with 
such  regulations  as  the  Comptroller  Gener- 
al may  prescribe.  The  Comptroller  General 
shall  have  access  to  such  books,  records,  ac- 
counts, and  other  materials  of  the  Board  of 
Directors  as  the  Comptroller  General  deter- 
mines necessary  to  conduct  each  such  audit 
and  evaluation.  The  Comptroller  General 
shall  submit  to  the  Committee  on  Banking, 
Housing,  and  Urban  Affairs  of  the  Senate 
and  the  Committee  on  Banking,  Finance 
and  Urban  Affairs  of  the  House  of  Repre- 
sentatives a  report  setting  forth  the  results 
of  each  such  audit  and  evaluation. 

"(d)  Securities  Laws  Not  Applicable  to 
Sales.— The  sale  of  any  loan  by  the  Bank 
under  this  section  shall  not  be  subject  to 
any  Federal  or  State  securities  law.". 

TITLE  IV— HOIISE  COMMITTEE  ON  ENERGY 
AND  COMMERCE 

Subtitle  A — Nuclear  Regulatory  Commission 
Annual  Charges 

skc.  kkii.  niclkar  retil  latory  commission 
annialchar(;ks. 

(a)  General  Authority.— The  Nuclear 
Regulatory  Commission  shall  assess  and  col- 
lect annual  charges  from  its  licensees  on  a 
fiscal  year  basis,  beginning  with  fiscal  year 
1987.  Such  annual  charges  shall  be  in  addi- 
tion to  any  assessment  of  charges  under  sec- 
lion  9701  of  title  31,  United  States  Code. 

(b)  Aggregate  Amount  Requirement.— 
The  aggregate  amount  of  the  annual 
charges  under  this  section  for  any  fiscal 
year  (when  added  to  charges  assessed  by  the 
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Nuclear  Regulatory  Commission  for  such 
fiscal  year  under  section  9701  of  title  31. 
United  States  Code)  shall  be  sufficient  to  re- 
cover all  of  the  regulatory  costs  of  the  Com- 
mission budgeted  for  such  fiscal  year,  in- 
cluding all  costs  for— 

(1)  research  activities  directly  related  to 
the  regulation  of  any  licensee  of  the  Com- 
mission: 

(2)  licensing,  regulation,  and  inspection 
activities  with  respect  to  such  licensees:  and 

(3)  safeguards  activities  with  respect  to 
such  licensees. 

(c)  Establishment  of  Annual  Charges.- 

(1)  The  amounts  of  the  annual  charges  es- 
tablished under  this  section— 

(A)  shall  be  based  on  the  relative  cost  of 
regulating  different  categories  of  licensees 
and  other  factors  determined  to  be  appro- 
priate by  the  Nuclear  Regulatory  Commis- 
sion, including  the  impact  of  such  annual 
charges  on  research  and  medical  treatment: 
and 

(B)  with  respect  to  any  utilization  or  pro- 
duction facility  for  industrial  or  commercial 
purposes  issued  a  license  under  section  103 
or  104  b.  of  the  Atomic  Energy  Act  of  1954 
(42  U.S.C.  2133.  2134(b)).  shall  also  be  based 
on  the  rated  capacity  of  such  facility. 

(2)  The  amounts  of  the  annual  charges 
under  this  section  shall  be  established  by 
rule. 

(d)  Time  of  Payment.— The  Nuclear  Regu- 
latory Commission  may  make  estimates  in 
assessing  annual  charges  under  this  section 
and  shall  provide  that  the  annual  charges 
assessed  under  this  section  shall  be  paid  by 
the  end  of  the  fiscal  year  for  which  the 
annual  charges  are  assessed. 

(e)  Use  of  Funds.— To  the  extent  ap- 
proved in  appropriation  Acts,  amounts  col- 
lected under  this  section  may  be  retained 
and  used  for  costs  incurred  by  the  Nuclear 
Regulatory  Commission  and  shall  remain 
available  for  such  purpose  until  expended. 

(f)  Repeal.— Title  VII  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985 
(Public  Law  99-272)  is  amended  by  striking 
subtitle  G. 

Subtitle  B— Federal  EnerRv  Regulatory 
Commission  Annual  C'harifes 

SEC.  1101.   FEI»KR.\1.   KNER(;Y    RE<ai.AT()RY   COM- 
MISSION ANSI  Ai. «  har<;ks. 

(a)  In  General.— The  Federal  Energy  Reg- 
ulatory Commission  shall  assess  and  collect 
annual  charges  on  a  fiscal  year  basis,  begin- 
ning with  fiscal  year  1987.  from  interstate 
natural  gas  pipelines,  interstate  oil  pipeline 
carriers,  and  public  utilities  in  amounts  de- 
termined under  subsection  (b). 

(b)  Amount  of  Assessments.— The  Com- 
mission shall  assess  and  collect  charges 
under  this  section— 

( 1)  in  the  case  of  an  interstate  natural  gas 
pipeline,  in  an  amount  that  bears  the  same 
relationship  to  the  adjusted  costs  of  the 
Commission  for  the  fiscal  year  as  the 
volume  of  natural  gas  sold  or  transported  by 
the  pipeline  during  such  year  bears  to  the 
total  volume  of  natural  gas  sold  or  trans- 
ported by  all  interstate  natural  gas  pipelines 
during  such  year: 

(2)  in  the  case  of  an  interstate  oil  pipeline 
carrier,  in  an  amount  that  bears  the  same 
relationship  to  the  adjusted  costs  of  the 
Commission  for  the  fiscal  year  as  the  total 
barrels  delivered  (subject  to  the  jurisdiction 
of  the  Commission)  by  the  pipeline  carrier 
during  such  year  bears  to  the  total  barrels 
delivered  (subject  to  such  jurisdiction)  by 
all  interstate  oil  pipeline  carriers  during 
such  year;  and 

(3)  in  the  case  of  a  public  utility,  in  an 
amount  that  represents  the  public  utility's 


proportional  share  of  the  adjusted  costs  of 
the  Commission  for  the  fiscal  year,  taking 
into  consideration  the  public  utility's  pro- 
portional share  of  the  total  of  the  kilowatt 
hours  transmitted  under  interchange  hour 
agreements  and  the  total  jurisdictional  kilo- 
watt hours  sold  by  all  public  utilities  during 
such  fiscal  year. 

(c)  Time  of  Assessment.— The  Commis- 
sion shall  assess  charges  under  this  section 
by  making  estimates  based  on  data  available 
to  the  Commission  at  the  time  of  assess- 
ment. 

(d)  Time  of  Payment.— The  Commission 
shall  provide  that  the  charges  assessed 
under  this  section  shall  be  paid  by  the  end 
of  the  fiscal  year  for  which  they  were  as- 
sessed. 

(e)  Adjustments.— The  Commission  shall, 
after  the  completion  of  a  fiscal  year,  make 
such  adjustments  in  the  assessments  for 
such  fi-scal  year  as  may  be  necessary.  Such 
adjustments  shall  be  made  on  the  basis  of 
the  complete  data  applicable  to  the  fiscal 
year  concerned,  as  determined  by  the  Com- 
mission, and  shall  be  used  for  making  ad- 
justments in  as.sessments  made  under  sub- 
section (b)  for  the  following  fiscal  year. 

(f)  Use  of  Funds.— To  the  extent  approved 
in  appropriation  Acts,  amounts  collected 
under  this  section  may  be  retained  and  used 
for  administrative  costs  of  the  Commission 
and  shall  remain  available  for  such  purpose 
until  expended. 

(g)  Natural  Gas  Charges  in  Rates.— The 
Commission  shall  provide  that  charges  as- 
sessed under  this  .section  shall  be  included 
in  the  rates  of  an  Interstate  natural  gas 
pipeline  as  a  uniform  charge  on  each  thou- 
sand cubic  feet  (Mcf)  or  million  Btu 
(MmBtu).  as  determined  appropriate  by  the 
Commission,  of  natural  gas  sold  or  trans- 
ported by  the  pipeline. 

(h)  Definitions.— For  purposes  of  this 
section— 

<1)  the  term  'adjusted  costs  of  the  Com- 
mission" means— 

(A)  in  the  case  of  the  assessment  of 
charges  on  interstate  natural  gas  pipelines, 
costs  incurred  by  the  Commission  (but  not 
to  exceed  the  amount  authorized  by  law  for 
such  costs)  in  administering  the  Natural 
Gas  Act  and  the  Natural  Gas  Policy  Act  of 
1978  for  a  fiscal  year,  reduced  by  the 
amount  of  charges  assessed  by  the  Commis- 
sion for  such  fiscal  year  under  section  9701 
of  title  31.  United  States  Code,  with  respect 
to  the  regulation  of  the  sale  or  transporta- 
tion of  natural  gas, 

(B)  in  the  case  of  the  assessment  of 
charges  on  interstate  oil  pipeline  carriers, 
costs  incurred  by  the  Commission  (but  not 
to  exceed  the  amount  authorized  by  law  for 
such  costs)  as  a  result  of  regulating  the 
transportation  of  oil  under  subtitle  IV  of 
title  49,  United  States  Code,  reduced  by  the 
amount  of  charges  assessed  by  the  Commis- 
sion for  such  fiscal  year  under  such  section 
9701  with  respect  to  the  regulation  of  the 
transportation  of  oil,  and 

(C)  in  the  case  of  the  assessment  of 
charges  on  public  utilities,  costs  incurred  by 
the  Commission  (but  not  to  exceed  the 
amount  authorized  by  law  for  such  costs)  in 
administering  titles  II  and  III  of  the  Federal 
Power  Act  (other  than  for  the  regulation  of 
cogeneration  and  small  power  production 
under  sections  201  and  210  of  such  Act)  for 
a  fiscal  year,  reduced  by  the  amount  of  fees 
collected  under  such  section  9701  for  serv- 
ices or  benefits  rendered  under  such  titles 
during  such  fiscal  year: 

(2)  the  term  "Commission"  means  the 
Federal  Energy  Regulatory  Commission: 


(3)  the  term  "interstate  natural  gas  pipe- 
line" means  any  person  engaged  in  the 
transportation  or  sale  of  natural  gas  subject 
to  the  jurisdiction  of  the  Commission  under 
the  Natural  Gas  Act: 

(4)  the  term  "pipeline  carrier"  has  the 
meaning  given  such  term  in  section  10102  of 
title  49,  United  States  Code: 

(5)  the  term  "natural  gas  sold  or  trans- 
ported" means— 

(A)  sales  or  deliveries  of  natural  gas  to  dis- 
tribution utilities  for  sales  or  use,  and 

(B)  sales  or  deliveries  of  natural  gas  to 
consumers  for  ultimate  use:  and 

(6)  the  term  "public  utility"  has  the  same 
meaning  given  such  term  by  section  201(e) 
of  the  Federal  Power  Act,  except  that  such 
term  does  not  include  a  qualifying  small 
power  producer  or  a  qualifying  cogenerator. 

Subtitle  (' — Feirir>leum  OvercharKe  Distribution 
SK(  .  1201.  SHORT  TITI.K. 

This  subtitle  may  be  cited  as  the  "Petrole- 
um Overcharge  Distribution  and  Restitu- 
tion Act  of  1986". 

SKt.  \ini.  DKPOSITOK  FINDS. 

(a)  In  General.— (1)  Amounts  determined 
at  any  time,  pursuant  to  any  judicial  or  ad- 
ministrative proceeding  (including  any  set- 
tlement agreement  or  declaratory  judg- 
ment) instituted  by  the  Secretary  to  enforce 
the  petroleum  pricing  and  allocation  regula- 
tions issued  under  the  Emergency  Petrole- 
um Allocation  Act  of  1973  or  the  Economic 
Stabilization  Act  of  1970,  to  be  amounts 
that  are  to  be  paid  as  restitution  for  actual 
or  alleged  petroleum  pricing  and  allocation 
violations  shall  be  referred,  subject  to  para- 
graph (2).  to  the  Secretary  and  held  in  ap- 
propriate escrow'  accounts  administered  for 
the  Secretary  by  the  Secretary  of  the  Treas- 
ury. 

(2), Amounts  described  in  paragraph  (1) 
and  held  in  an  escrow  account  by  a  court 
prior  to  the  date  of  the  enactment  of  this 
subtitle  may  continue  to  be  held  by  such 
court,  but  shall  be  disbursed,  together  with 
any  interest  thereon,  by  the  Secretary  or.  as 
appropriate,  by  the  court  only  in  accordance 
with  the  provisions  of  thi.i  subtitle. 

(b)  Exception.— Subsection  (a)  shall  not 
apply  to— 

( 1 )  amounts  actually  disbursed  before  the 
date  of  the  enactment  of  this  subtitle  to  any 
person  or  governmental  entity  pursuant  to 
section  155  of  Public  Law  97-377  or  any 
final  judicial  or  administrative  order  or 
judgment  (including  any  settlement  agree- 
ment or  declaratory  judgment): 

(2)  amounts  governed  by  the  settlement, 
approved  on  July  7.  1986.  in  In  Re;  The  De- 
partment of  Energy  Stripper  Well  Exemp- 
tion Litigation.  M.D.L.  No.  378.  in  the 
United  States  District  Court  for  the  District 
of  Kansas:  and 

(3)  amounts  designated  by  judicial  or  ad- 
ministrative order  or  judgment  (including 
any  settlement  agreement  or  declaratory 
judgment)  for  disbursement  at  any  time  to 
any  specific  person  (or  class  of  persons) 
identified  in  such  order  or  judgment  as  in- 
jured by  the  violation  or  alleged  violation  of 
the  regulations  described  in  subsection 
(a)(1). 

(c)  Interest.— Consistent  with  the  dis- 
bursement requirements  of  this  subtitle,  the 
Secretary  of  the  Treasury  shall  provide  that 
amounts  described  in  subsection  (a)  shall 
earn  interest  at  the  maximum  rate  earned 
on  investments  of  Federal  trust  funds  by 
the  Secretary  of  the  Treasury  in  short-term 
and  long-term  securities  issued  by  the  Fed- 
eral Government  (including  minority  bank 
investments). 
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<a)  In  General.— (1)  All  rulings,  policies. 
or  other  statements,  including  any  adminis- 
trative order  or  settlement  agreement, 
issued  by  any  office,  official,  or  employee  of 
the  Department  of  Energy  that  are  incon- 
sistent with  the  provisions  of  this  subtitle 
shall  be  terminated  or  modified  to  conform 
with  this  subtitle. 

(2)  All  orders,  including  declaratory  judg- 
ments, issued  by  any  court  after  the  date  of 
the  enactment  of  this  subtitle  shall  be  con- 
sistent with  the  provisions  of  this  subtitle. 

(b)  Disbursement  of  Amounts  as  Direct 
Restitution  to  Injured  Persons.— ( 1 )  The 
Secretary  shall,  through  the  Office  of  Hear- 
ings and  Appeals  of  the  Department  of 
Energy,  conduct  proceedings  expeditiously 
in  accordance  with  subpart  V  regulations 
for  the  purpose  of.  to  the  maximum  extent 
possible— 

(A)  identifying  persons  or  classes  of  per- 
sons injured  by  any  actual  or  alleged  viola- 
tion of  the  petroleum  pricing  and  allocation 
regulations  issued  pursuant  to  the  Emergen- 
cy Petroleum  Allocation  Act  of  1973  or  the 
Economic  Stabilization  Act  of  1970: 

(B)  establishing  the  amount  of  any  over- 
charge incurred  by  such  persons:  and 

(C)  making  restitution,  through  the  dis- 
bursement of  amounts  in  the  escrow  ac- 
counts described  in  section  4202(a).  to  such 
persons. 

(2)  In  conducting  such  proceedings,  the 
Secretary  shall  take  into  consideration  the 
reports  released  pursuant  to  several  orders 
of  the  applicable  Federal  district  court  in  In 
Re:  The  Department  of  Energy  Stripper 
Well  Exemption  Litigation.  M.D.L.  No.  378. 

(c)  Determination  of  Excess  Amount  to 
BE  Used  for  Indirect  Restitution.— (1) 
Within  45  days  after  the  beginning  of  each 
fiscal  year  after  fiscal  year  1986.  the  Secre- 
tary shall,  using  the  best  available  informa- 
tion available  to  the  Secretary,  determine 
and  publish  (along  with  a  justification 
thereof)  in  the  Federal  Register  the  amount 
held  in  the  escrow  accounts  described  in  sec- 
tion 4202(a)  which  is  in  excess  of  the 
amount  that  will  be  needed  to  make  restitu- 
tion to  persons  or  classes  in  accordance  with 
subsection  (b)(1)  of  this  section  and  to  meet 
other  commitments  of  such  accounts,  in- 
cluding the  requirements  of  section  155  of 
Public  Law  97-377.  In  making  such  determi- 
nation, the  Secretary  shall  give  primary 
consideration  to  assuring  that  at  all  times 
sufficient  funds,  including  a  reasonable  re- 
serve, are  set  aside  for  making  such  restitu- 
tion and  meeting  such  other  commitments. 

(2)  The  Secretary  shall  make  public  the 
information  referred  to  in  the  first  sentence 
of  paragraph  ( 1 ). 

(d)  Disbursement  of  Excess  Amount  as 
Indirect  Restitution  to  States  for  Energy 
Conservation  Programs.— ( 1 )  After  the 
publication  of  the  determination  of  an 
excess  amount  under  subsection  (c)  for  a 
fiscal  year,  the  Secretary  shall  promptly 
provide  for  the  disbursement  of  a  portion  or 
all  of  such  excess  amount  to  States  for  use 
in  energy  conservation  programs.  The 
amount  so  disbursed  for  a  fiscal  year  shall 
be  the  smaller  of — 

(A)  $256,000,000:  or 

(B)  the  amount  determined  under  subsec- 
tion (c)  to  be  the  excess  amount  for  such 
fiscal  year. 

(2)  After  determining  the  amount  to  be 
made  available  to  the  States  under  para- 
graph (1),  the  Secretary  shall  apportion 
such  amount  among  each  of  the  energy  con- 
servation programs  in  a  manner  that  will 
provide  funding  under  this  subtitle  for  the 


fiscal  year  concerned  for  each  of  such  pro- 
grams in  the  same  proportionate  amount 
that  was  provided  for  each  of  the  programs 
by  the  Congress  for  fiscal  year  1986.  The 
Secretary  shall  then  make  available  each 
amount  apportioned  for  use  under  an 
energy  conservatiori  program  to  the  Gover- 
nors of  the  States  in  the  same  manner,  to 
the  same  extent,  under  the  same  rulings 
and  regulations,  and  for  the  same  uses  that 
Federal  appropriated  funds  are  made  avail- 
able to.  and  used  by.  the  States  under  such 
program. 

(3)  The  Secretary  shall  require  that 
amounts  made  available  to  a  State  under 
this  subsection  are  used  by  the  State  to  sup- 
plement, and  not  supplant,  funds  otherwise 
available  for  energy  conservation  activities 
under  Federal  or  State  law. 

(e)  Deposit  of  Remainder  of  Excess 
Amount  Into  Treasury  as  Indirect  Resti- 
tution.—The  amount  that  remains  from 
the  excess  amount  described  in  subsection 
(c)  after  all  disbursements  have  been  made 
for  a  fi.scal  year  under  subsection  (d)  shall 
be  deposited  by  the  Secretary  of  the  Treas- 
ury into  the  general  fund  of  the  Treasury  as 
indirect  restitution  for  the  benefit  of  the 
general  public. 

SKI'.  IL'OI.  RKl'OKTS. 

(a)  Report  on  Receipts  and  Disburse- 
ments.—The  Secretary  shall  transmit,  not 
later  than  60  days  after  the  date  of  the  en- 
actment of  this  subtitle,  a  report  to  the 
Congress  containing  a  clear  and  complete 
statement  of  all  receipts  disbursements, 
and  commitments  of  funds,  as  of  such  date 
of  enactment,  by  the  Secretary  pursuant 
to— 

(1)  any  judicial  or  administrative  proceed- 
ing (including  any  settlement  agreement  or 
declaratory  judgment)  instituted  at  any 
time  by  the  Secretary  to  enforce  the  petro- 
leum pricing  and  allocation  regulations 
issued  under  the  Emergency  Petroleum  Al- 
location Act  of  1973  or  the  Economic  Stabi- 
lization Act  of  1970:  or 

(2)  section  155  of  Public  Law  97-377. 

(b)  Report  on  Collection  of  Certain  De- 
ficiency Funds.— The  Secretary  shall  report 
each  fiscal  year,  beginning  in  fiscal  year 
1987,  on  the  status  of  collections  by  the  Sec- 
retary of  deficiency  funds  to  be  deposited 
into  the  M.D.L.  No.  378  escrow  account  es- 
tablished by  the  United  States  District 
Court  for  the  District  of  Kansas  until  all 
such  deficiency  funds  have  been  paid.  The 
Secretary  shall,  in  a  manner  substantially 
similar  to  that  required  by  section  155  of 
Public  Law  97-377  with  respect  to  amounts 
disbursed  under  such  section,  monitor  the 
disposition  by  the  States  of  any  funds  dis- 
bursed to  the  States  by  the  court  pursuant 
to  the  opinion  and  order  of  such  District 
Court,  dated  July  7.  1986.  with  respect  to  In 
Re:  The  Department  of  Energy  Stripper 
Well  Exemption  Litigation.  M.D.L.  No.  378. 
including  the  use  of  such  funds  for  adminis- 
trative costs  and  attorneys  fees. 

(c)  Receipt  by  Committees.— The  reports 
required  by  this  subtitle  shall  be  transmit- 
ted to  the  Committee  on  Energy  and  Com- 
merce of  the  House  and  the  Committee  on 
Energy  and  Natural  Resources  of  the 
Senate. 

SK« ,  120.1.  TKR.MINATION. 

(a)  In  General.— (1)  Except  as  provided  in 
subsection  (b),  the  provisions  of  this  subtitle 
shall  terminate  90  days  after  the  Secre- 
tary- 

(A)  determines  that  all  of  the  funds  re- 
ferred to  in  section  4202(a)  have  been  col- 
lected and  disbursed  as  provided  in  this  sub- 
title: and 


(B)  submits  to  Congress  the  final  report 
required  by  section  4204. 

(2)  Such  final  report  shall  include  the  de- 
termination (and  the  justification  thereof) 
referred  to  in  subsection  (a)(1)(A).  Such 
report  shall  also  be  published  in  the  Federal 
Register. 

(b)  Exception.— The  requirements  of  sec- 
tion 4203(d)  shall  continue  to  be  applicable 
to  the  use  by  any  State  of  funds  received 
under  this  subtitle  as  long  as  such  funds 
remain  available  to  the  State. 

.SK<  .  1206.  DKriMTIONS. 

For  purposes  of  this  subtitle: 

(1)  The  term  'Secretary"  means  the  Sec- 
retary of  Energy. 

(2)  The  term  "Director"  means  the  head 
of  the  Office  of  Hearings  and  Appeals  of  the 
Department  of  Energy. 

(3)  The  term  "subpart  V  regulations" 
means  the  provisions  of  Subpart  V— Special 
Procedures  for  Distribution  of  Refunds  (10 
CPR  205.280-205.288)  and  any  amendment 
made  after  the  date  of  the  enactment  of 
this  subtitle,  and  all  precedents  and  deci- 
sions under  such  regulations,  but  only  to 
the  extent  that  such  provisions,  precedents, 
decisions,  and  amenciments  are  consistent 
with  the  provisions  of  this  subtitle. 

(41  The  term  "energy  conservation  pro- 
grams" means— 

(A)  the  program  under  part  A  of  the 
Energy  Conservation  and  Existing  Buildings 
Act  of  1976  (42  U.S.C.  6861  and  following): 

(B)  the  programs  under  part  D  of  title  III 
of  the  Energy  Policy  and  Conservation  Act 
(relating  to  primary  and  supplemental  State 
energy  conservation  programs:  42  U.S.C. 
6321  and  following): 

(C)  the  program  under  part  G  of  title  III 
of  the  Energy  Policy  and  Conservation  Act 
(relating  to  energy  conservation  for  schools 
and  hospitals:  42  U.S.C.  6371  and  following): 
and 

(D)  the  program  under  the  National 
Energy  Extension  Service  Act  (42  U.S.C. 
7001  and  following). 

(5)  The  term  "State"  means  each  of  the 
several  States,  the  District  of  Columbia,  the 
Commonwealth  of  Puerto  Rico,  and  any  ter- 
ritory or  possession  of  the  United  States, 
and  Indian  tribal  organizations  in  the  case 
of  any  energy  conservation  program  in 
which  such  organizations  receive  a  direct 
grant  from  the  Federal  Government. 

(6)  The  term  "Governor"  means  the  Gov- 
ernor or  the  chief  executive  officer  of  a 
State. 

(7)  The  term  "person"  includes  refiners, 
retailers,  resellers,  farmer  cooperatives, 
transportation  entities,  public  and  private 
utilities,  school  districts.  Federal.  State,  and 
local  governmental  entities,  farmers,  and 
other  individuals  and  their  successors. 

Subtitle  I) — Information  and  Study  Requirements 

SE(.  i:i01.  INni  STRIAI.  KNKWiV  fONSlMPTION  IN- 
K»RM.\TION. 

(a)  Termination  of  Industrial  Energy 
Conservation  Program.— (1)  Title  III  of  the 
Energy  Policy  and  Conservation  Act  (42 
U.S.C.  6291  et  seq.)  is  amended  by  striking 
out  part  E. 

(2)  The  table  of  contents  in  the  first  sec- 
tion of  such  Act  (42  U.S.C.  6201)  is  amended 
by  striking  the  items  relating  to  part  E  of 
title  III. 

(b)  Periodic  Survey  of  Industrial 
Energy  Consumption.— ( 1 )  The  Secretary  of 
Energy  shall  conduct  and  publish  the  re- 
sults of  a  survey  of  energy  consumption  in 
the  manufacturing  industries  in  the  United 
States  on  at  least  a  triennial  basis  and  in  a 
manner  designed  to  protect,  in  accordance 
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Requirements 
SIMPTION  IN- 


with  applicable  provisions  of  law.  the  confi- 
dentiality of  individual  responses. 

(2)  In  conducting  each  survey  under  this 
subsection,  the  Secretary  shall  collect  at 
least  the  following  information: 

(A)  The  quantity  of  fuels  consumed  by  the 
industries  described  in  paragraph  ( 1 ). 

(B)  Energy  expenditures  of  such  indus- 
tries. 

(C)  Fuel  switching  capabilities  of  such  in- 
dustries. 

(D)  Use  by  such  industries  of  nonpur- 
chased  sources  of  energy,  such  as  cogenera- 
tion  and  waste  byproducts. 

(3)  This  subsection  may  not  be  construed 
to  affect  the  authority  of  the  Secretary  of 
Energy  to  collect  data  under  section  52  of 
the  Federal  Energy  Administration  Act  of 
1974  (15  U.S.C.  790a). 

SEC.  4302.  C'Rl'DK  Oil.  PKODlt'TION  AM)  RKK1MN(; 
CAP.A*  ITY  IN  THK  IMTKIt  STATK.S. 

(a)  In  General.— To  assist  the  Congress 
and  the  President  in  determining  whether 
domestic  crude  oil  production  and  petrole- 
um refining  capacity  are  adequate  to  pro- 
tect the  national  security,  the  Secretary  of 
Energy,  acting  through  the  Energy  Infor- 
mation Administration,  shall  conduct  a 
study  of  such  production  and  capacity. 

(b)  Public  Comment.— The  Secretary  shall 
provide  notice  and  a  reasonable  opportunity 
for  public  comment  with  respect  to  conduct- 
ing the  study  carried  out  under  this  section. 

<c)  Reporting  Date.— The  Secretary  shall, 
within  60  days  after  the  date  of  the  enact- 
ment of  this  Act.  transmit  to  the  Congress 
and  the  President  a  copy  of  the  findings  and 
conclusions  of  the  study  carried  out  under 
this  section. 

(d)  Action  by  the  President.— The  Presi- 
dent shall,  within  45  days  after  the  date  on 
which  such  report  is  transmitted  to  the 
Congress,  determine  the  levels  at  which  im- 
ports of  crude  oil  and  refined  petroleum 
products  are  a  threat  to  the  national  securi- 
ty. 

Subtitle  E— Strategic  Petroleum  Resene 
SEf.    HOI.    AITHORIZ.ATION    OK    APPROPRIATIONS 

KOR    KIS<  Al.    YEARS    19H7.    I»XK.    AND 

I9S9. 

(a)  In  General.— The  following  amounts 
are  hereby  authorized  to  be  appropriated  in 
accordance  with  section  660  of  the  Depart- 
ment of  Energy  Organization  Act  for  oper- 
ating expenses  for  the  Strategic  Petroleum 
Reserve  to  carry  out  part  B  of  title  I  of  the 
Energy  Policy  and  Conservation  Act  for  the 
acquisition,  transportation,  and  injection  of 
petroleum  products,  as  defined  for  purposes 
of  such  part  B.  for  the  Reserve  and  for  any 
drawdown  and  distribution  of  the  Reserve: 

(1)  For  fiscal  year  1987.  $200,000,000. 

(2)  For  fiscal  year  1988.  $291,000,000. 

(3)  For  fiscal  year  1989,  $479,000,000. 

(b)  Effect  on  Other  Authorizations.— 
The  authorization  made  by  subsection  (a)  is 
in  lieu  of  any  authorization  of  appropriation 
for  the  expenses  described  in  such  subsec- 
tion for  fiscal  years  1987,  1988.  and  1989. 

SEC  4402.  PIRCHASE  OF  STRIPPER  WEI.I.  Oil.. 

(a)  In  General.— The  Secretary  of  Energy 
shall  implement  this  section  during  any  or 
all  of  the  fiscal  years  1987,  1988,  and  1989  if 
such  Secretary  makes  a  determination  that 
the  implementation  of  this  section  is  in  the 
national  interest  and  will  prevent  signifi- 
cant, permanent  loss  of  production  of  petro- 
leum from  stripper  well  property. 

(b)  Implementation.— In  implementing 
this  section  with  respect  to  any  of  the  fiscal 
years  described  in  subsection  (a),  the  Secre- 
tary shall  use  the  smaller  of  $200,000,000  of 
the  amount,  or  the  total  amount,  appropri- 
ated pursuant  to  section  4401(a)  of  this  sub- 


title for  the  fiscal  year  concerned  to  acquire 
for  the  Strategic  Petroleum  Reserve— 

( 1 )  crude  oil  produced  in  the  United  Slates 
from  property  classified,  on  January  1,  1986, 
as  stripper  well  property  within  the  mean- 
ing of  the  June  1979  energy  regulations  as 
defined  in  section  4996(b)(8)  of  the  Internal 
Revenue  Code  of  1954:  or 

(2)  crude  oil  exchanged  for  the  crude  oil 
described  in  paragraph  ( 1 ). 

(c)  Price.— The  Secretary  may  purchase 
crude  oil  under  this  section  at  a  price  not  in 
excess  of  110  percent  of  the  current  daily 
acquisition  cost  of  crude  oil  purchased  for 
the  Reserve  other  than  under  this  section. 

(d)  Independent  Producers.— At  least  75 
percent  of  the  crude  oil  purchased  under 
this  subsection  shall  be  purchased  from  per- 
sons who.  at  the  time  of  purchase,  are  inde- 
pendent producers  as  defined  in  section 
4992(b)  of  the  Internal  Revenue  Code  of 
1954. 

(e)  Limitation.— The  Secretary  may  not 
purchase  crude  oil  under  this  section  during  • 
any  month  if,  during  the  preceding  month, 
the  daily  average  acquisition  cost  of  crude 
oil  for  the  Reserve  exceeded  $15  per  barrel. 

SE<.  4)0.1.  Kll.l.  RATE  tIK  THE  RESERVE:  LIMITA- 
TION ON  t  nitei)  states  share  ok 

the  NAVAI.  PETROI.Et  M  RESERVE 

(a)  Pill  Rate  of  the  Reserve.— Section 
160(c)(3)  of  the  Energy  Policy  and  Conser- 
vation Act  (42  U.S.C.  6240<c)(3))  is  amend- 
ed- 

(1)  by  striliing  out  "fiscal  year  1986  and 
continuing  through  fiscal  years  1987  and 
1988"  and  inserting  in  lieu  thereof  "fiscal 
year  1987  and  continuing  through  fiscal 
years  1988  and  1989": 

(2)  by  striking  out  "527.000.000  barrels" 
and  inserting  in  lieu  thereof  "750.000.000 
barrels": 

(3)  by  inserting  ".  to  the  extent  of  the 
availability  of  appropriated  funds."  after 
"the  President  shall":  and 

(4)  by  striking  out  "35.000  barrels  per  day" 
and  inserting  in  lieu  thereof  "100,000  bar- 
rels per  day". 

(b)  Limitation  on  United  States  Share  of 
the  Naval  Petroleum  Reserve.— Section 
160(d)(1)  of  such  Act  (42  U.S.C.  6240(d)(1)) 
is  amended— 

(1)  in  subparagraph  (A),  by  striking  out 
"527.000.000  barrels"  and  inserting  in  lieu 
thereof  "600.000.000  barrels": 

(2)  in  subparagraph  (B)— 

(A)  by  striking  out  "100.000  barrels"  and 
inserting  in  lieu  thereof  "80.000  barrels": 
and 

(B)  by  striking  out  ":  or"  and  inserting  in 
lieu  thereof  a  period:  and 

(3)  by  striking  out  subparagraph  (C). 

SEt.  4101.  INKORMATION  TO  HE  (ONTAINEI)  IN 
ANNI  Al.  ANI»  qi  ARTERI.V  REPORTS 
ON  SPRO. 

(a)  Annual  Report.— Section  165(a)  of  the 
Energy  Policy  and  Conservation  Act  (42 
U.S.C.  6245(a))  is  amended  by  striking  out 
paragraph  (1)  and  inserting  in  lieu  thereof 
the  following: 

"(1)  a  detailed  statement  of  the  status  of 
the  Strategic  Petroleum  Reserve,  includ- 
ing— 

"(A)  an  estimate  of  the  final  capacity  of 
the  Reserve  and  the  scheduled  annual  fill 
rate  for  achieving  such  capacity: 

"(B)  the  scheduled  monthly  fill  rate  for 
the  12-month  period  beginning  on  the  date 
on  which  such  report  is  transmitted; 

"(C)  the  type  and  quality  of  crude  oil  to 
be  acquired  for  the  Reserve  pursuant  to  the 
schedule  described  in  subparagraph  (A): 

"(D)  the  schedule  of  construction  of  any 
facilities  needed  to  achieve  the  final  capac- 


ity of  the  Reserve,  including  a  description  of 
the  type  and  location  of  such  facilities  and 
of  enhancements  and  improvements  to  ex- 
isting facilities: 

"(E)  an  estimate  of  the  cost  of  acquiring 
crude  oil  and  constructing  facilities  neces- 
sary to  complete  the  Reserve: 

"(P)  a  description  of  the  current  distribu- 
tion plan  for  using  the  Reserve,  including 
the  method  of  drawdown  and  distribution  to 
be  utilized:  and 

"(G)  an  explanation  of  any  changes  made 
in  the  matters  described  in  subparagraphs 
(A)  through  (F)  since  the  transmittal  of  the 
previous  report  under  this  subsection:". 

(b)  Quarterly  Report.— Section  165  (b)(2) 
of  such  Act  (42  U.S.C.  6245(b)(2))  is  amend- 
ed to  read  as  follows: 

"(2)  Each  of  the  quarterly  reports  made 
under  paragraph  (1)  shall  contain  a  descrip- 
tion of— 

"(A)  any  change  made  with  respect  to  the 
matters  described  in  subparagraphs  (A) 
through  (F)  of  subsection  (a)(1)  since  the 
last  annual  report  made  under  such  subsec- 
tion: and 

"(B)  the  scheduled  monthly  fill  rate  for 
the  Reserve  for  the  12-month  period  begin- 
ning on  the  date  on  which  such  quarterly 
report  is  transmitted.". 

SE(  .  Il«.i.  IMPROMNti  NATIONAL  ENERCiV  POLICY. 

Section  164  of  the  Energy  Policy  and  Con- 
servation Act  (42  U.S.C.  6244)  (relating  to 
naval  petroleum  reserves)  is  amended  to 
read  as  follows: 

"coordination  of  NATIONAL  ENERGY  POLICY 
CONCERNING  PETROLEUM  RESERVES 

"Sec  164.  (a)  For  the  purpose  of  improv- 
ing the  coordination  of  national  energy 
policy  with  respect  to  the  Strategic  Petrole- 
um Reserve  and  the  naval  petroleum  re- 
serves, the  President— 

"(1)  shall,  notwithstanding  any  other  pro- 
vision of  law.  establish  a  minimum  price  for 
the  sale  of  the  United  States  share  of  petro- 
leum produced  from  Naval  Petroleum  Re- 
serves Numbered  1,  2,  and  3  al  an  amount 
not  less  than  the  higher  of— 

"(A)  90  percent  of  the  current  sales  price, 
as  estimated  by  the  Secretary  of  Energy,  of 
comparable  petroleum  in  the  same  area:  or 

"(B)  the  price  of  petroleum  being  pur- 
chased for  the  Strategic  Petroleum  Reserve, 
minus  the  cost  of  transporting  petroleum 
from  the  naval  petroleum  reserve  concerned 
to  the  nearest  storage  area  of  the  Strategic 
Petroleum  Reserve,  with  adjustments  for 
the  difference  in  the  quality  of  the  petrole- 
um being  purchased  for  the  Strategic  Petro- 
leum Reserve  and  petroleum  being  produced 
from  the  naval  petroleum  reserve  con- 
cerned: and 

"(2)  may,  with  respect  to  any  production 
of  petroleum  from  Naval  Petroleum  Re- 
serves Numbered  1,  2.  or  3.  establish  a  pro- 
duction rate  that  is  less  than  the  maximum 
efficient  rate  and  that  is  consistent  with 
sound  engineering  practices  and  the  protec- 
tion, conservation,  maintenance,  and  testing 
of  such  Reserves,  if  the  Secretary  deter- 
mines that  the  minimum  price  described  in 
paragraph  (1)  cannot  be  attained  for  the 
sale  of  the  United  States  share  of  petroleum 
produced  from  such  Reserves. 

"(b)  To  assure  a  maximum  return  from 
the  price  described  in  subsection  (a)(1).  the 
Secretary  may.  notwithstanding  any  other 
provision  of  law.  enter  into  a  contract  or 
other  agreement  with  respect  to  such  price 
after  15  days  after  the  Secretary  notifies 
the  Attorney  General  of  the  proposed  con- 
tract or  other  agreement  unless,  within  such 
15-day  period,  the  Attorney  General  advises 
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the  Secretary  thai  such  contract  or  agree- 
ment may  create  or  maintain  a  situation  in- 
consistent with  the  antitrust  laws.". 
SIBTITI.K  K— >IKI>I(  .\KK 
TABLE  OF  CONTENTS  OF  SUBTITLE 
Part  1— Provisions  Relating  to  Parts  A 

AND  B 

Sec.  4501.  Direct  costs  of  graduate  medical 
education. 

Sec.  4502.  Application  of  payment  limits  for 
home  health  services  on  a  dis- 
cipline-specific basis. 

Sec.  4503.  Establishment  of  research  pro- 
gram. 

Sec.  4504.  Treatment  of  group  purchasing 
vendor  agreements. 

Sec.  4505.  Improvements  in  civil  monetary 
penalty  and  exclusion  provi- 
sions. 

Sec.  4506.  Payment  rates  for  renal  services. 

Sec.  4507.  Improvements  in  administration 
of  end  stage  renal  disease  net- 
works and  program. 

Sec.  4508.  Hospital  protocols  for  organ  pro- 
curements and  standards  for 
organ  procurement  agencies. 

Sec.  4509.  COBRA  technical  corrections. 

Sec.  4510.  Restricting    waiver    of    require- 
ment of  50  percent  non-medi- 
care enrollment  for  HMOs  and 
CMPs. 
Part  2— Provisions  Relating  to  Part  B 

Sec.  4521.  Coverage  of  vision  care. 

Sec.  4522.  Coverage  of  occupational  ther- 
apy services. 

Sec.  4523.  Coverage  of  services  of  a  physi- 
cian assistant. 

Sec.  4524.  Coverage  of  services  of  nurse  an- 
esthetists. 

Sec.  4525.  Payment  for  physicians'  services. 

Sec.  4526.  Guidelines  for  use  of  inherent 
reasonableness  authority. 

Sec.  4527.  Payment  for  certain  cataract  sur- 
gical procedures. 

Sec.  4528.  Payment  for  clinical  diagnostic 
laboratory  tests. 

Sec.  4529.  Payment  for  parenteral  and  en- 
teral nutrition  supplies. 

Sec.  4530.  Payment  for  oxygen  therapy 
services. 

Sec.  4531.  Additional  members  for  Physi- 
cian Payment  Review  Commis- 
sion. 

Sec.  4532.  Changing  medicare  appeal  rights. 

Sec.  4533.  Alzheimer's    disease    demonstra- 
tion projects. 
P.ART  1— PROVISIONS  RELATING  TO  P.ARTS 
.A  AN!)  B 

SEC.  1301.  IIIKKtT  COSTS  (IK  (iKAIII  ATK  .VIKI)I<  Al. 
KDH  ATION 

(a)  Clarifying  Counting  of  Time  Spent 
IN  Outpatient  Settings— Section  1886<h)(4) 
of  such  Act  is  amended  by  inserting  after 
subparagraph  (C)  the  following  new  sub- 
paragraph; 

■■(D)  Counting  time  spent  in  outpatient 
SETTINGS.— Such  rules  shall  provide  that 
only  time  spent  in  activities  relating  to  pa- 
tient care  shall  be  counted  and  that  all  the 
time  so  spent  by  a  resident  under  an  ap- 
proved medical  residency  training  program 
shall  be  counted  towards  the  determination 
of  full-time  equivalency,  without  regard  to 
the  setting  in  which  the  activities  are  per- 
formed, if  the  hospital  incurs  costs  for  the 
training  program  in  that  setting.". 

(b)  Reducing  Maximum  Initial  Residency 
Period.— Section  1886(h)(5)(P)(i)  of  the 
Social  Security  Act  (42  U.S.C. 
1395ww(h)(5)(F)(i))  is  amended  by  striking 
'■five  years"  and  inserting  "four  years". 

(c)  Effective  Date.— (1)  Except  as  provid- 
ed in  paragraph  (2),  the  amendments  made 


by  subsections  (a)  and  (b)  shall  apply  to 
payments  for  approved  residency  training 
programs  as  of  July  1.  1987. 

(2)  In  the  case  of  an  approved  residency 
program  on  or  after  July  1,  1987.  and  before 
July  1.  1988.  and  for  purpo.ses  of  subpara- 
graph (C)  of  .section  1886(h)(4)  of  the  Social 
Security  Act.  the  weighting  factor  shall  be 
.75  for  a  physician  whose  weighting  factor 
during  the  period  under  such  subpara- 
graph- 

(A)  in  the  absence  of  the  amendment 
made  by  subsection  (a),  would  have  been 
1.00.  but 

(B)  taking  into  account  the  amendment, 
would  otherwise  be  .50. 

SK»  .  l.-.iii.  AI'IM.K  ATIIIN  OK  PAYMKNT  LIMITS  K(»R 
IIOMK  IIKAI.TII  SKKVICKS  (IN  A  l>IS<l- 
l'I.ISKSI'K(  IKK   HASIS 

(a)  In  General.— Section  1861(v)(l)(L)  of 
the  Social  Security  Art  (42  U.S.C. 
1395x(v)(l)(L))  is  amended  by  in.serting 
after  the  first  .sentence  the  following:  ■Such 
limitations  shall  be  applied  on  an  aggregate 
basis  for  all  home  health  .services  furnished 
by  an  agency,  rather  than  on  a  discipline- 
specific  basis,  with  appropriate  adjustment 
for  adminstrative  and  general  costs  of  hospi- 
tal-based agencies.". 

(b)  Considerations  in  Establishing 
Limits.— In  establishing  limitations  under 
section  1861(v)(l)(L)  of  the  Social  Security 
Act  on  payment  for  home  health  visits,  the 
Secretary  of  Health  and  Human  Services 
shall- 

(1)  base  such  limitations  on  the  most 
recent  data  available,  which  data  may  be  for 
cost  reporting  periods  beginning  no  earlier 
than  October  1.  1983:  and 

(2)  take  into  account  the  changes  in  co.sts 
of  home  health  agencies  for  billing  and  veri- 
fication procedures  that  result  from  the 
Secretary's  changing  the  requirements  for 
such  procedures,  to  the  extent  the  changes 
in  costs  are  not  reflected  in  such  data. 

(c)  GAO  REPORT.-The  Comptroller  Gen- 
eral shall  study  and  report  to  Congress,  not 
later  than  April  1.  1987.  on- 

(1)  the  appropriateness  and  impact  on 
medicare  beneficiaries  of  applying  the  per 
visit  co.sl  limits  for  home  health  services 
under  section  1861(v)(l)(L)  of  the  Social  Se- 
curity Act  on  a  discipline-specific  basis, 
rather  than  on  an  aggregate  basis,  for  all 
home  health  services  furnished  by  an 
agency,  and 

(2)  the  appropriateness  of  the  percentage 
limits  established  by  the  Secretary  of 
Health  and  Human  Services  under  such  sec- 
tion. 

(d)  Effective  Date.— The  amendment 
made  by  subsection  (a)  and  subsection  (b) 
shall  apply  to  cost  reporting  periods  begin- 
ning on  or  after  July  1.  1985.  Subsection 
(b)(2)  shall  apply  to  changes  in  require- 
ments effected  before,  on.  or  after  such 
date. 

SK«.  liCI.!.  KSTABI.ISIIMKNT  OK  KKSKAKC  II  PRO 
(;RAM. 

(a)  In  General.— Section  1875  of  the 
Social  Security  Act  (42  U.S.C.  139511)  is 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"(c)(1)  The  Secretary  shall  establish  a 
program  (hereinafter  in  this  subsection  re- 
ferred to  as  the  research  program')  to  pro- 
vide for  research  with  respect  to  patient 
outcomes  of  selected  medical  treatments 
and  surgical  procedures  for  the  purpose  of 
assessing  their  appropriateness,  necessity, 
and  effectiveness.  The  research  program 
shall  include— 

"(A)  assessments  of  the  extent  of  uncer- 
tainty regarding  appropriateness: 


■■(B)  assessments  of  the  appropriateness 
of  admissions  or  selection  criteria; 

■'(C)  development  of  improved  measures 
of  patient  outcome. 

■■(D)  evaluation  of  patient  outcomes,  and 

•■(E)  efforts  to  reduce  existing  levels  of  un- 
certainty or  disagreement  regarding  appro- 
priateness. 

■■(2)  In  selecting  treatments  and  proce- 
dures to  be  studied,  the  Secretary  shall  give 
priority  to  those  medical  and  surgical  treat- 
ments and  procedures— 

••(A)  for  which  data  indicate  a  highly  (or 
potentially  highly)  variable  pattern  of  utili- 
zation among  beneficiaries  under  this  title 
in  different  geographic  areas,  and 

■•(B)  which  are  significant  (or  potentially 
significant)  for  purposes  of  this  title  in 
terms  of  utilization  by  beneficiaries,  length 
of  hospitalization  associated  with  the  treat- 
ment or  procedure,  costs  to  the  program, 
and  risk  involved  to  the  beneficiary. 

•■(3)  For  purpo-ses  of  carrying  out  the  re- 
search program,  there  shall  be  available— 

•(A)  from  the  Federal  Hospital  Insurance 
Trust  Fund  $4,000,000  for  fiscal  year  1987 
and  $5,000,000  for  each  of  fiscal  years  1988 
and  1989,  and 

■•(B)  from  the  Federal  Supplementary 
Medical  Insurance  Trust  Fund  $2,000,000 
for  fiscal  year  1987  and  $2,500,000  for  each 
of  fiscal  years  1988  and  1989. 

•■(4)  Not  le.ss  than  90  percent  of  the 
amount  appropriated  for  any  fiscal  year  to 
carry  out  the  research  program  shall  be 
used  to  fund  grants  to,  and  cooperative 
agreements  with,  non-Federal  entities  to 
conduct  research  described  in  paragraph  (1). 
The  remainder  may  be  used  by  the  Secre- 
tary to  provide  such  research  by  Federal  en- 
tities and  for  .administrative  costs. 

•■(5)  The  research  program  shall  be  admin- 
istered by  the  National  Center  for  Health 
Services  Research  and  Health  Care  Tech- 
nology established  under  section  305  of  the 
Public  Health  Service  Act  (hereinafter  in 
this  subsection  referred  to  as  the  Center'). 
The  Center  shall  establish  application  pro- 
cedures for  grants  and  cooperative  agree- 
ments, and  shall  establish  peer  review 
panels  to  review  all  such  applications  and 
all  research  findings.  The  Center  shall  con- 
sult with  the  council  on  health  care  technol- 
ogy (established  under  a  grant  under  section 
309  of  the  Public  Health  Service  Act)  in  es- 
tablishing the  scope  and  priorities  for  the 
research  program  and  shall  report  periodi- 
cally to  any  such  council  on  the  status  of 
the  program. 

••(6)  The  Secretary  shall  make  available 
data  derived  from  the  programs  under  this 
title  and  other  programs  administered  by 
the  Secretary  for  use  in  the  research  pro- 
gram. 

•■(7)  The  Center  shall  report  to  the  Com- 
mittees on  Finance  and  Appropriations  of 
the  Senate  and  the  Committees  on  Ways 
and  Means,  Energy  and  Commerce,  and  Ap- 
propriations of  the  House  of  Representa- 
tives not  later  than  18  months  after  the 
date  of  the  enactment  of  this  Act,  and  annu- 
ally thereafter,  with  respect  to  the  findings 
under  the  research  program.  In  cooperation 
with  appropriate  medical  specialty  groups, 
the  Center  shall  disseminate  such  findings 
as  widely  as  possible,  mcluding  disseminat- 
ing such  findings  to  each  peer  review  orga- 
nization which  has  a  contract  under  part  B 
of  title  XI." 

(b)  Permitting  Services  To  Be  Provided 
Under  Research  Program."— Section 

1862(a)(1)  of  such  Act  (42  U.S.C. 
1395y(a)(l))  is  amended— 
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<1)  by  striking  ■and"  at  the  end  of  sub- 
paragraph (C). 

(2)  by  striking  the  semicolon  at  the  end  of 
subparagraph  (D)  and  inserting  ".  and",  and 

(3)  by  adding  at  the  end  the  following  new 
subparagraph: 

"(E)  in  the  case  of  research  conducted 
pursuant  to  section  1875(c).  which  is  not 
reasonable  and  necessary  to  carry  out  the 
purposes  of  that  section;". 

SK(.    l.ilM.    TRKATMKNT    OK    (iKOll'    HIRCHASINC; 
VKNDOK  ACJRHKMKNTS. 

(a)  In  General.— Sections  1877(b)(3)  and 
1909(b)(3)  of  the  Social  Security  Act  (42 
U.S.C.  1395nn(b)(3).  1396n(b)(3))  are  each 
amended— 

(1)  by  striking  "and"  at  the  end  of  sub- 
paragraph (A). 

(2)  by  striking  the  period  at  the  end  of 
subparagraph  (B)  and  inserting  ';  and",  and 

(3)  by  adding  at  the  end  the  following: 
•(C)   any   amount   paid   by   a  vendor  of 

goods  or  services  to  a  person  authorized  to 
act  as  a  purchasing  agent  for  a  group  of  in- 
dividuals or  entities  who  are  reimbursed 
under  this  title  if— 

■(i)  the  person  has  a  written  contract  with 
each  such  vendor  and  each  such  individual 
or  entity  which  specifics  the  amount  to  be 
paid  the  person,  which  amount  may  be  a 
fixed  amount  or  a  fixed  percentage  (not  to 
exceed  3  percent)  of  the  value  of  the  pur- 
chases made  by  each  such  individual  or 
entity  under  the  contract,  and 

■(ii)  the  person  discloses  to  each  such  indi- 
vidual or  entity  the  amount  received  from 
each  such  vendor  with  respect  to  purchases 
made  by  or  on  behalf  of  the  individual  or 
entity.". 

(b)  Effective  Date.— The  amendments 
made  by  this  section  apply  to  payments 
made  before,  on.  or  after  the  date  of  the  en- 
actment of  this  Act. 

SK(.  4.VI.>.  IMPROVKMKNTS  IN  (  IVII.  MONKTARV 
PKNAI.TV  AND  EX(  l.l  ."ilUN  HROVI 
SIONS. 

(a)  Collateral  Estoppel  Effect  of  Prior 
Federal  Criminal  Convictions.— Section 
1128A(b)  of  the  Social  Security  Act  (42 
U.S.C.  1320a-7a(b))  is  amended  by  adding  at 
the  end  the  following  new  paragraph: 

"(3)  In  a  proceeding  under  subsection  (a) 
which— 

"(A)  is  against  a  person  who  has  been  con- 
victed (whether  upon  a  verdict  after  trial  or 
upon  a  plea  of  guilty  or  nolo  contendere)  of 
a  Federal  crime  charging  fraud  or  false 
statements,  and 

"(B)  involves  the  same  transaction  as  in 
the  criminal  action. 

the  person  is  estopped  from  denying  the  es- 
sential elements  of  the  criminal  offense.". 

(b)  Authority  of  Hearing  Officer  To 
Sanction  Misconduct.— Such  section  is  fur- 
ther amended  by  adding  at  the  end  the  fol- 
lowing new  paragraph: 

"(4)  The  official  conducting  a  hearing 
under  this  section  may  sanction  a  person, 
including  any  party  or  attorney,  for  failing 
to  comply  with  an  order  or  procedure,  fail- 
ing to  defend  an  action,  or  other  misconduct 
as  would  interfere  with  the  speedy,  orderly, 
or  fair  conduct  of  the  hearing.  Such  sanc- 
tion shall  reasonably  relate  to  the  severity 
and  nature  of  the  failure  or  misconduct. 
Such  sanction  may  include— 

"(A)  in  the  case  of  refusal  to  provide  or 
permit  discovery,  drawing  negative  factual 
inferences  or  treating  such  refusal  as  an  ad- 
mission by  deeming  the  matter,  or  certain 
facts,  to  be  established, 

•(B)  prohibiting  a  party  from  introducing 
certain  evidence  or  otherwise  supporting  a 
particular  claim  or  defense, 


"(C)  striking   pleadings,   in   whole  or  in 

part. 
••(D)  staying  the  proceedings. 
•■(E)  dismissal  of  the  action, 
■•(F)  entering  a  default  judgment, 
•■(G)  ordering  the  parly  or  attorney  to  pay 

attorneys^  fees  and  other  costs  caused  by 

the  failure  or  misconduct,  and 
••(H)  refusing  to  consider  any  motion  or 

other  action  which  is  not  filed  in  a  timely 

manner.". 

(c)  Clarification  of  Exclusion  Author- 
ity for  Certain  Offenders.— Section  1128 
of  such  Act  (42  U.S.C.  1320a-7)  is  amended 
by  adding  at  the  end  the  following  new  sub- 
section: 

■■(f)  For  purposes  of  subsection  (a),  a  phy- 
sician or  other  individual  is  considered  to 
have  been  convicted'  of  a  criminal  offense— 

■■(1)  when  a  judgment  of  conviction  has 
been  entered  against  the  physician  or  indi- 
vidual by  a  Federal,  State,  or  local  court,  re- 
gardless of  whether  there  is  an  appeal  pend- 
ing or  whether  the  judgment  of  conviction 
or  other  record  relating  to  criminal  conduct 
has  been  expunged; 

■■(2)  when  there  has  been  a  finding  of 
guilt  against  the  physician  or  individual  by 
a  Federal,  State,  or  local  court; 

■■(3)  when  a  plea  of  guilty  or  nolo  conten- 
dere by  the  physician  or  individual  has  been 
accepted  by  a  Federal,  State,  or  local  court; 
or 

(4)  when  the  physician  or  individual  has 
entered  into  participation  in  a  first  offender 
or  other  program  where  judgment  of  convic- 
tion has  been  withheld.". 

(d)  Effective  Dates.— (1)  The  amendment 
made  by  subsection  (a)  shall  take  effect  on 
the  date  of  the  enactment  of  this  Act.  with- 
out regard  to  when  the  criminal  conviction 
was  obtained,  but  shall  only  apply  to  a  con- 
viction upon  a  plea  of  nolo  contendere  ten- 
dered after  the  date  of  the  enactment  of 
this  Act. 

(2)  The  amendment  made  by  subsection 
(b)  shall  apply  to  failures  or  misconduct  oc- 
curring on  or  after  the  date  of  the  enact- 
ment of  this  Act. 

(3)  The  provisions— 

(A)  of  paragraphs  (1).  (2).  and  (3)  of  sec- 
tion 1128(f)  of  the  Social  Security  Act  (as 
added  by  the  amendment  made  by  subsec- 
tion (c))  shall  apply  to  judgments  entered, 
findings  made,  and  pleas  entered,  before, 
on,  or  after  the  date  of  the  enactment  of 
this  Act.  and 

(B)  of  paragraph  (4)  of  such  .section  shall 
apply  to  participation  in  a  program  entered 
into  on  or  after  the  date  of  the  enactment 
of  this  Act. 

SK<  .  |.>0(>.  PAYMKM  RATKS  KIK  KKNAI.  SKKVU  KS 

(a)  Composite  Rates  for  Dialysis  Treat- 
ment.— 

(1)  In  general.— The  Secretary  of  Health 
and  Human  Services  may  provide  for  an  ad- 
justment of  the  composite  rates  established 
under  section  1881'b)(7)  of  the  Social  Secu- 
rity Act,  but  only  if  the  base  rate  for  rou- 
tine dialysis  treatment  in  a  free-standing  fa- 
cility is  not  less  than  $117.50.  and  only  if 
the  base  rate  for  routine  dialysis  treatment 
in  a  hospital-based  facility  is  not  less  than 
$121.50. 

(2)  Assuring  prompt  consideration  of  ex- 
ception REQUESTS.— Section  1881(b)(7)  of  the 
Social  Security  Act  (42  U.S.C.  1395rr(b)(7)) 
is  amended— 

(A)  in  the  third  sentence,  by  inserting 
•and  of  pediatric  facilities  •  after  -isolated, 
rural  areas^',  and 

(B)  by  inserting  after  the  third  sentence 
the  following  new  sentence:  'Each  applica- 
tion for  such  an  exception  shall  be  deemed 


to  be  approved  unless  the  Secretary  disap- 
proves it  by  not  later  than  45  working  days 
after  the  date  the  application  is  filed. '•. 

(3)  Effective  date.-(A)  Paragraph  (1) 
shall  apply  to  dialysis  treatment  furnished 
on  or  after  October  1.  1986. 

(B)  The  amendment  made  by  paragraph 
(2)(B)  shall  apply  to  applications  filed  on  or 
after  October  1.  1986. 

(b)  Payment  for  Physicians'  Services.-^ 

(1)  In  general.— In  establishing  the  pay- 
ment rates,  under  section  1881(b)(3)(B)  of_ 
the  Social  Security  Act,  for  physicians'  serv-' 
ices  furnished  to  individuals  determined  to 
have  end  stage  renal  disease,  .the  Secretary 
of  Health  and  Human  Services  shall  provide 
for  such  adjustment  in  the  home/facility 
physician  treatment  capability  ratio  (used 
in  establishing  such  payment  rates)  as  may 
be  appropriate  to  reduce  the  average 
monthly  capitation  rate  to  $180  for  physi- 
cians' services  to  outpatient  maintenance  di- 
alysis patients  (based  on  a  weighted  average 
by  State  ESRD  population). 

(2)  Effective  date— The  adjustment 
under  paragraph  '1)  shall  be  made  in  a 
manner  so  as  to  become  effective  for  serv- 
ices furnished  on  or  after  August  1.  1986. 

(c)  Report  on  Payment  Rates.— 

(1)  In  general.— The  Secretary  of  Health 
and  Human  Services  shall  provide  for— 

(A)  a  study  to  evaluate  the  effects  of  re- 
ductions in  the  rates  of  payment  under  the 
medicare  program  for  patients  with  end 
stage  renal  disease  on  their  access  to  care  or 
quality  of  care,  and 

(B)  a  report  to  Congress  on  the  study  by 
not  later  than  January  1.  1988. 

(2)  Arrangements  with  institute  of  med- 
icine.—The  Secretary  shall  request  the  Na- 
tional Academy  of  Sciences,  acting  through 
appropriate  units,  to  submit  an  application 
to  conduct  the  study  described  in  this  sec- 
tion. If  the  Academy  submits  an  acceptable 
application,  the  Secretary  shall  enter  into 
an  appropriate  arrangement  with  the  Acad- 
emy for  the  conduct  of  the  study.  If  the 
Academy  does  not  submit  an  acceptable  ap- 
plication to  conduct  the  study,  the  Secre- 
tary may  request  one  or  more  appropriate 
nonprofit  private  entities  to  submit  an  ap- 
plication to  conduct  the  study  and  may 
enter  into  an  appropriate  arrangement  for 
the  conduct  of  the  study  by  the  entity 
which  submits  the  best  acceptable  applica- 
tion. 

(d)  Coverage  of  Immunosuppressive 
Drugs.— 

(1)  In  GENERAL.-Section  1861(s)(2)  of  such 
Act  (42  U.S.C.  1395x(s)(2))  is  amended- 

(A)  by  striking  'and '•  at  the  end  of  sub- 
paragraph (H)(ii). 

(B)  by  inserting  ''and"  at  the  end  of  sub- 
paragraph (I),  and 

(C)  by  inserting  after  subparagraph  (I) 
the  following  new  subparagraph: 

••(J)  immunosuppressive  drugs  furnished 
to  an  individual  who  receives  an  organ 
transplant  within  1  year  after  the  date  of 
the  transplant  procedure;". 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  apply  to  im- 
munosuppressive drugs  furnished  on  or 
after  October  1.  1986. 

SKI .  I.>(i:.  I.MPKCtVKMKNTS  IN  ADMINISTRATION  OK 
KNI)  STA(;K  RKNAL  DISKASK  NET- 
WOKKS  AND  PK(M:KAM. 

(a)  Reorganization  of  ESRD  Network 
Areas  and  Organizations.— 

(1)  In  general.— Subparagraph  (A)  of  sub- 
section (c)(1)  of  section  1881  of  the  Social 
Security  Act  (42  U.S.C.  1395rr)  is  amended 
to  read  as  follows: 
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••<A)(i)  For  the  purpose  of  assuring  effec- 
tive and  efficient  administration  of  the  ben- 
efits provided  under  this  section,  the  Secre- 
tary shall,  in  accordance  with  such  criteria 
as  he  finds  necessary  to  assure  the  perform- 
ance of  the  responsibilities  and  functions 
specified  in  paragraph  (2)— 

"(I)  establish  at  least  17  end  stage  renal 
disease  network  areas,  and 

••(II)  for  each  such  area,  designate  a  net- 
work administrative  organization  which,  in 
accordance  with  regulations  of  the  Secre- 
tary, shall  establish  a  network  council  of 
renal  dialysis  and  transplant  facilities  locat- 
ed in  the  area,  and  a  medical  review  board, 
which  has  a  membership  including  physi- 
cians, nurses,  and  social  workers  engaged  in 
treatment  relating  to  end  stage  renal  dis- 
ease. 

The  Secretary  shall  publish  in  the  Federal 
Register  a  description  of  the  geographic 
area  that  he  determines,  after  consultation 
with  appropriate  professional  and  patient 
organizations,  constitutes  each  network  area 
and  the  criteria  on  the  basis  of  which  such 
determination  is  made. 

■■(iixl)  In  order  to  determine  whether  the 
Secretary  should  enter  into,  continue,  or 
terminate  an  agreement  with  a  network  ad- 
ministrative organization  designated  for  an 
area  established  under  clause  <i).  the  Secre- 
tary shall  develop  and  publish  in  the  Feder- 
al Register  standards,  criteria,  and  proce- 
dures to  evaluate  an  applicant  organiza- 
tion's capabilities  to  perform  (and.  in  the 
case  of  an  organization  with  which  such  an 
agreement  is  in  effect,  actual  performance 
of)  the  responsibilities  descril)ed  in  para- 
graph (2). 

■•(II)  An  agreement  with  a  network  admin- 
istrative organization  may  be  terminated  by 
the  Secretary  only  if  he  finds,  after  apply- 
ing such  standards  and  criteria,  that  the  or- 
ganization has  failed  to  perform  its  pre- 
scribed responsibilities  effectively  and  effi- 
ciently. If  such  an  agreement  is  to  be  termi- 
nated, the  Secretary  shall  solicit  applicants 
for  such  an  agreement  in  accordance  with 
provisions  of  law  relating  to  competitive  bid- 
ding so  as  to  provide  an  orderly  transition.  •. 

(2)  Deadline  for  establishing  new 
AREAS.— The  Secretary  of  Health  and 
Human  Services  shall  establish  end  stage 
renal  disease  network  areas,  pursuant  to  the 
amendment  made  by  paragraph  (1).  not 
later  than  January  1.  1987. 

(3)  Special  treatment  of  existing  net- 
work ORGANIZATIONS.— In  first  designating 
network  administrative  organizations  for 
areas  so  established,  the  Secretary  shall  des- 
ignate the  network  organization  (or  a  com- 
bination of  such  organizations)  in  operation 
on  the  date  of  the  enactment  of  this  Act  as 
the  network  administrative  organization, 
unless  the  Secretary  determines  that  none 
of  such  organizations  meet  minimal  stand- 
ards and  criteria  established  under  section 
1881(c)(l)(AKii)  of  the  Social  Security  Act 
(as  amended  by  paragraph  (D). 

(b)  Patient  Representation  on  Councils 
AND  Medical  Review  Boards.— Subpara- 
graph (B)  of  subsection  (c)(1)  of  section 
1881  of  the  Social  Security  Act  is  amended 
to  read  as  follows: 

"(B)  At  least  one  patient  representative 
shall  serve  as  a  member  of  each  network 
council  and  each  medical  review  board.'. 

(c)  Responsibilities  op  Network  Organi- 
zations.—Subsection  (c)(2)  of  such  section 
is  amended— 

(1)  in  subparagraph  (A),  by  inserting 
before  the  semicolon  the  following:  'and 
the  participation  of  patients,  providers  of 


services,  and  renal  disease  facilities  in  voca- 
tional rehabilitation  programs^'; 

(2)  in  subparagraph  (B).  by  inserting 
before  the  semicolon  the  following:  'and 
with  respect  to  working  with  patients,  facili- 
ties, and  providers  in  encouraging  participa- 
tion in  vocational  rehabilitation  programs": 

(3)  in  subparagraph  (D).  by  inserting 
before  the  semicolon  the  following:  "and  re- 
porting to  the  Secretary  on  facilities  and 
providers  that  are  not  providing  appropriate 
medical  care'; 

(4)  in  subparagraph  (E).  by  inserting  'and 
encouraging  participation  in  vocational  re- 
habilitation programs^^  after  •self-care  set- 
tings and  transplantation";  and 

(5)  by  redesignating  subparagraphs  (D) 
and  (E)  as  subparagraphs  (G)  and  (H),  re- 
spectively, and  inserting  after  subparagraph 
(C)  the  following  new  subparagraphs: 

"(D)  implementing  a  procedure  for  evalu- 
ating and  resolving  patient  grievances; 

"(E)  conducting  on-site  reviews  of  facili- 
ties and  providers  as  necessary  (as  deter- 
mined by  a  medical  review  board),  utilizing 
standards  of  care  established  by  the  net- 
work organization  to  assure  proper  medical 
care; 

(F)  collecting,  validating,  and  analyzing 
such  data  as  are  necessary  to  prepare  the  re- 
ports required  by  subparagraph  (H)  and 
subsection  (g)  and  to  assure  the  mainte- 
nance of  the  registry  established  under 
paragraph  (7);  ". 

(d)  Facility  Cooperation  With  Net- 
works.—The  first  sentence  of  subsection 
(c)(3)  of  such  section  is  amended  by  in.sert- 
ing  'or  to  follow  the  recommendations  of 
the  medical  review  board^  after  ■consistent- 
ly failed  to  cooperate  with  netw-ork  plans 
and  goals'. 

(e)  Intent  of  Congress  Respecting  Maxi- 
mum Use  of  Vocational  Rehabilitation 
Services.— The  first  sentence  of  sub.section 
'(c)(6)  of  such  .section  is  amended  by  insert- 
ing before  the  period  the  following:  'and 
that  the  maximum  practical  number  of  pa- 
tients who  are  suitable  candidates  for  voca- 
tional rehabilitation  .services  be  given  access 
to  such  services  and  encouraged  to  return  to 
gainful  employment". 

(f)  National  End  Stage  Renal  Disease 
Registry.— 

(1)  Establishment  of  registry.- Subsec- 
tion (c)  of  such  section  is  further  amended 
by  adding  at  the  end  the  following  new- 
paragraph: 

"(7)  The  Secretary  shall  establish  a  na- 
tional end  stage  renal  di.sease  registry  the 
purpose  of  which  shall  be  to  assemble  and 
analyze  the  data  reported  by  network  orga- 
nizations, transplant  centers,  and  other 
sources  on  all  end  stage  renal  disease  pa- 
tients in  a  manner  that  will  permit— 

•(A)  the  preparation  of  the  annual  report 
to  the  Congress  required  under  subsection 
(g): 

••(B)  an  identification  of  the  economic 
impact,  cost-effectiveness,  and  medical  effi- 
cacy of  alternative  modalities  of  treatment; 

■■(C)  an  evaluation  with  respect  to  the 
most  appropriate  allocation  of  resources  for 
the  treatment  and  research  into  the  cause 
of  end  stage  renal  disease: 

••(D)  the  determination  of  patient  mortali- 
ty and  morbidity  rates,  and  trends  in  such 
rates,  and  other  indices  of  quality  of  care; 
and 

•(E)  such  other  analyses  relating  to  the 
treatment  and  management  of  end  stage 
renal  disease  as  will  assist  the  Congress  in 
evaluating  the  end  stage  renal  disease  pro- 
gram under  this  section. 


The  Secretary  shall  provide  for  such  coordi- 
nation of  data  collection  activities,  and  such 
consolidation  of  existing  end  stage  renal  dis- 
ease data  systems,  as  is  necessary  to  achieve 
the  purpose  of  such  registry,  shall  deter- 
mine the  appropriate  location  of  the  regis- 
try, and  shall  provide  for  the  appointment 
of  a  professional  advisory  group  to  assist 
the  Secretary  in  the  formulation  of  policies 
and  procedures  relevant  to  the  management 
of  such  registry.". 

(2)  Report. -The  Secretary  shall  submit 
to  the  Congress,  no  later  than  January  1, 
1987.  a  full  report  on  the  progress  made  in 
establishing  the  national  end  stage  renal 
disease  registry  under  tht  amendment  made 
by  paragraph  (1). 

(g)  Funding  of  ESRD  Network  Organiza- 
tions.— 

(1)  In  general.- Subsection  (b)(7)  of  sec- 
tion 1881  of  the  Social  Security  Act  is 
amended  by  adding  at  the  end  the  following 
new  sentence:  ■The  Secretary  shall  reduce 
the  amount  of  each  composite  rate  payment 
under  this  paragraph  for  each  treatment  by 
50  cents  and  provide  for  payment  of  such 
amount  to  the  network  administrative  orga- 
nization (designated  under  subsection 
(c)(1)(A)  for  the  network  area  in  which  the 
treatment  is  provided)  for  its  necessary  and 
proper  administrative  costs  incurred  in  car- 
rying out  its  responsibilities  under  subsec- 
tion (c)(2).". 

(2)  Effective  DATE.-The  amendment 
rnJWe  by  paragraph  (1)  shall  apply  to  treat- 
ment furnished  on  or  after  January  1.  1987. 

(h)  Protocols  on  Reuse  of  Dialysis  Fil- 
ters AND  Other  Dialysis  Supplies.— 

(1)  Establishment  of  protocols.— Para- 
graph (7)  of  subsection  (f )  of  section  1881  of 
the  Social  Security  Act  is  amended  to  read 
as  follows: 

■■(7)(A)  The  Secretary  shall  establish  pro- 
tocols on  standards  and  conditions  for  the 
reuse  of  dialyzer  filters  for  those  facilities 
and  providers  which  voluntarily  elect  to 
reuse  such  filters. 

■■(B)  The  St'cretary  shall  study  and  review 
the  appropriateness  of  establishing  proto- 
cols on  standards  and  conditions  for  the 
reuse  (where  appropriate)  of  other  dialysis 
supplies  (such  as  blood  lines,  transducer  fil- 
ters, and  dialyzer  caps).  If  the  Secretary  de- 
termines that  the  establishment  of  such  a 
protocol  with  respect  to  such  a  dialysis 
supply  is  appropriate,  the  Secretary  may  es- 
tablish such  a  protocol. 

■■(C)  If  a  renal  disease  facility  fails  to 
follow  a  protocol  established  under  this 
paragraph  in  the  reuse  of  a  dialyzer  filter  or 
other  dialysis  supply,  the  facility  shall  be 
subject  to  such  a  penalty  as  the  Secretary 
may  establish.". 

(2)  Deadline  and  report.— The  Secretary 
of  Health  and  Human  Services— 

(A)  shall  establish  the  protocols  described 
in  section  1881(f)(7)(A)  of  the  Social  Securi- 
ty Act  by  not  later  than  January  1.  1988. 
and 

(B)  shall  report  to  the  Congress,  not  later 
than  January  1.  1988,  on  the  study  and 
review  conducted  under  section 
1881(f)(7)(B)  of  such  Act. 

(i)  Effective  Date  for  Certain  Amend- 
ments.—The  amendments  made  by  subsec- 
tions (b).  (c).  and  (d)  shall  apply  to  network 
administrative  organizations  designated  for 
network  areas  established  under  the  amend- 
ment made  by  subsection  (a)(1). 
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SK<  .  i:.(IH.  IIOSIMTAI.  FR(»T(K  (»I,S  hOR  ORCAN  FRO 
H  KKMKNT  AM)  STANDARDS  FOR 
0R<;AN  I'R(H  IRKMKNT  A»;KN(  IKS. 

(a)  In  General.— Title  XI  of  the  Social  Se- 
curity Act  is  amended  by  inserting  after  sec- 
tion 1137  the  following  new  section: 

"HOSPITAL  PROTOCOLS  FOR  ORGAN  PROCURE- 
MENT AND  STANDARDS  FOR  ORGAN  PROCURE- 
MENT AGENCIES 

■Sec.  1138.  (a)  The  Secretary  shall  provide 
that  no  hospital  may  participate  in  the  pro- 
grams under  title  XVIII  and  XIX  unless  the 
hospital  establishes  protocols  for  encourag- 
ing organ  and  tissue  donation  by  identifying 
and  assisting  potential  human  organ  and 
tissue  donors  in  a  manner  that  (1)  assures 
that  families  of  potential  donors  are  made 
aware  of  the  option  of  organ  or  tissue  dona- 
tion and  their  option  to  decline,  and  (2)  en- 
courages discretion  and  sensitivity  to  the 
circumstances,  views,  and  beliefs  of  families. 

"(b)  The  Secretary  shall  provide  that  no 
payment  may  be  made  under  title  XVIII  or 
XIX  with  respect  to  costs  in  procuring 
organs  attributable  to  payments  made  to  an 
organ  procurement  agency  which— 

••(1)  is  not  a  qualified  organ  procurement 
organization  (described  in  section  371(b)  of 
the  Public  Health  Service  Act)  or  meets  the 
standards  to  be  such  an  organization,  and 

•■(2)  has  not  been  certified  (and  recertified 
not  less  often  than  once  every  two  years)  as 
meeting  the  standards  for  certification  of 
organ  procurement  agencies  established  by 
the  Association  of  Independent  Organ  Pro- 
curement Agencies.". 

(b)  Effective  Dates.— (1)  Section  1138(a) 
of  the  Social  Security  Act  shall  apply  to 
hospitals  participating  in  the  programs 
under  titles  XVIII  and  XIX  of  such  Act  as 
of  July  1.  1987. 

(2)  Section  1138(b)  of  such  Act  shall  apply 
to  costs  of  organs  procured  on  or  after  Janu- 
ary 1,  1988. 

SK(  .  4.>ll».  cobra  TK(  HM(  AI.  ( (»RRKITI()NS. 

(a)  Correction  Concerning  Transition 
Period  for  Foreign  Medical  Graduates  in 
Determining  Payments  for  Direct  Gradu- 
ate Medical  Education  Costs.— The  matter 
in  section  1886(h)(4)(E)(ii)  of  the  Social  Se- 
curity Act  (42  U.S.C.  1395ww(h)(4)(E)(ii)). 
added  by  9202(a)  of  the  Consolidated  Omni- 
bus Budget  Reconciliation  Act  of  1985  (in 
this  section  referred  to  as  "COBRA"),  pre- 
ceding subclause  (I)  is  amended  by  insert- 
ing "but  before  July  1.  1987,"  after  "1986.". 

(b)  Announcement.  Rather  than  Publica- 
tion. OF  HMO  AND  CMP  Payment  Rates.— 
(1)  The  matter  in  section  1876(a)(1)(A)  of 
the  Social  Security  Act  (42  U.S.C. 
I395mm(a)(l)(A))  preceding  clause  (i).  as 
amended  by  section  92n(d)  of  COBRA,  is 
amended  by  striking  "publish"  and  inserting 
"announce  (in  a  manner  intended  to  provide 
notice  to  interested  parties)". 

(2)  The  amendment  made  by  paragraph 
(1)  shall  apply  to  determinations  of  per 
capita  payment  rates  of  payment  for  1987 
and  subsequent  years. 

(c)  Penalties  for  Billing  for  Assistants 
at  Surgery  for  Certain  Cataract  Oper- 
ations.—(1)  Section  1842(k)  of  the  Social 
Security  Act  (42  U.S.C.  1395u(k)).  added  by 
section  9307(c)  of  COBRA,  is  amended  by 
inserting  "presents  or  causes  to  be  present- 
ed a  claim  or"  after  "willfully"  each  place  it 
appears. 

(2)  The  amendment  made  by  paragraph 
(1)  shall  apply  to  claims  presented  after  the 
date  of  the  enactment  of  this  Act. 

(d)  Temporary  Use  of  Carrier  Pre-Pay- 
ment  Screening  as  a  Substitute  for  Pre- 
Procedure  Review.— For  purposes  of  sec- 
tion 1862(a)(15)  of  the  Social  Security  Act 


(42  U.S.C.  1395y(a)(15)).  added  by  section 
9307(a)(3)  of  COBRA  and  for  surgical  proce- 
dures performed  during  the  period  begin- 
ning on  April  1.  1986.  and  ending  on  Novem- 
ber 15.  1986.  a  carrier  is  deemed  to  have  ap- 
proved the  use  of  an  assistant  in  a  surgical 
procedure,  before  the  surgery  is  performed, 
based  on  the  existence  of  a  complicating 
medical  condition  if  the  carrier  determines 
after  the  surgical  is  performed  that  the  use 
of  the  assistant  in  the  procedure  was  appro- 
priate based  on  the  existence  of  a  complicat- 
ing medical  condition. 

(e)  Extension  of  Continuation  Period  of 
Access:  Medicare  Demonstration 
PROJECT.-Section  9221(a)  of  COBRA  is 
amended  by  striking  "September  30.  1986" 
and  inserting  "July  31.  1987". 

(f)  Miscellaneous  Technical  Amend- 
ments.—(1)  Paragraph  (1)  of  section  1866(a) 
of  the  Social  Security  Act  (42  U.S.C. 
1395cc(a))  is  amended— 

(A)  by  striking  the  "and"  inserted  at  the 
end  of  subparagraph  (I)  by  section 
9122(a)(2)  of  COBRA. 

(B)  by  striking  the  period  at  the  end  of 
subparagraph  (J)  and  inserting  ".  and",  and 

(C)  by  redesignating  the  subparagraph  (I) 
inserted  by  section  9403(b)  of  COBRA  as 
subparagraph  (K)  and  transferring  and  in- 
serting such  subparagraph  after  subpara- 
graph (J). 

(2)  Section  9127(b)  of  COBRA  is  amended 
by  inserting  ".  except  that  the  Director  may 
provide  initially  for  such  terms  as  will 
insure  that  (on  a  continuing  basis)  the 
terms  of  no  more  than  eight  members  will 
expire  in  any  one  year"  after  "years". 

(3)  Section  9202(j)  of  COBRA  is  amended 
by  inserting  or  section  402  of  the  Social  Se- 
curity Amendments  of  1967"  after  "section 
1886(c)  of  the  Social  Security  Act". 

(4)  Section  1842(h)  of  the  Social  Security 
Act  (42  U.S.C.  1395u(h)).  amended  by  sec- 
tion 9301(c)  of  COBRA,  is  amended— 

(A)  in  paragraph  (5).  as  redesignated  by 
section  9301(c)(3)(D)  of  COBRA,  by  striking 
"such"  each  place  it  appears,  and 

(B)  in  paragraph  (6),  as  so  redesignated, 
by  striking  "the  the"  and  inserting  "the". 

(5)  Section  9301(c)(5)  of  COBRA  is 
amended  by  striking  "1842(b)(7)"  and  in- 
serting "1842(h)(7)". 

(6)  The  amendments  made  by  this  subsec- 
tion are  effective  as  if  they  had  been  includ- 
ed in  the  enactment  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985. 
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(a)  Restriction  on  New  Waivers.— Para- 
graph (2)  of  subsection  (f)  of  section  1876  of 
the  Social  Security  Act  (42  U.S.C.  1395mm) 
is  amended  by  striking  "if"  and  all  that  fol- 
lows through  the  end  and  inserting  the  fol- 
lowing: "to  the  extent  that  more  than  50 
percent  of  the  population  of  the  area  served 
by  the  organization  consists  of  individuals 
who  are  entitled  to  benefits  under  this  title 
or  under  a  State  plan  approved  under  title 
XIX.". 

(b)  Sanctions  for  Noncompliance.— Such 
subsection  is  further  amended  by  adding  at 
the  end  the  following  new  paragraph: 

"(3)  If  the  Secretary  determines  that  an 
eligible  organization  has  failed  to  comply 
with  the  requirements  of  this  subsection, 
the  Secretary  may  provide  for  the  suspen- 
sion of  payments  to  the  organization  under 
this  section  for  individuals  enrolled  with  the 
organization  after  the  date  the  Secretary 
notifies  the  organization  of  such  noncompli- 
ance.". 

(c)  Effective  Dates.— 


(1)  New  restriction.— The  amendment 
made  by  subsection  (a)  shall  apply  to  modi- 
fications and  waivers  granted  after  the  date 
of  the  enactment  of  this  Act. 

(2)  SANcrriONs  for  noncompliance.— The 
amendment  made  by  subsection  (b)  shall 
take  effect  on  the  date  of  the  enactment  of 
this  Act. 

(3)  Extension  of  current  waivers.— In 
the  case  of  an  eligible  organization  de- 
scribed in  paragraph  (4).  the  Secretary  of 
Health  and  Human  Services  may  provide  for 
an  extension  of  such  waiver  only  if  the  Sec- 
retary determines  that  the  organization  has 
made  and  is  continuing  to  make  reasonable 
efforts  to  meet  scheduled  enrollment  goals, 
consistent  with  a  schedule  of  compliance  ap- 
proved by  the  Secretary.  If  the  Secretary 
determines  that  such  an  organization  has 
failed  to  comply  with  such  schedule  of  com- 
pliance, the  Secretary  may  provide  for  the 
suspension  of  payments,  under  section  1876 
of  the  Social  Security  Act.  to  the  organiza- 
tion for  individuals  enrolled  with  the  orga- 
nization after  the  date  the  Secretary  noti- 
fies the  organization  of  such  noncompli- 
ance. 

(4)  Organizations  covered  under  exten- 
sion.—An  eligible  organization  described  in 
this  paragraph  is  an  eligible  organization 
that- 

(A)  as  of  the  date  of  the  enactment  of  this 
section,  has  been  granted,  under  paragraph 
(2)  of  section  1876  of  the  Social  Security 
Act.  a  modification  or  waiver  of  the  require- 
ment imposed  by  paragraph  (1)  of  that  sec- 
tion, but 

(B)  does  not  meet  the  requirements  for 
such  modification  or  waiver  under  the 
amendment  made  by  subsection  (a)  of  this 
section. 

P.ART  2— PROVISIONS  RELATINtJ  TO  PART  B 

SK<  .  4.J2I.  rOVKRA«;K  OK  VISION  fARK. 

(a)  Defining  Services  an  Optometrist 
Can  Provide.— Clause  (4)  of  section  1861(r) 
of  the  Social  Security  Act  (42  U.S.C. 
1395x(r))  is  amended  to  read  as  follows:  "(4) 
a  doctor  of  optometry,  but  only  with  respect 
to  the  provision  of  items  or  services  de- 
scribed in  subsection  (s)  which  he  is  legally 
authorized  to  perform  as  a  doctor  of  optom- 
etry by  the  State  in  which  he  performs 
them.  or". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  serv- 
ices furnished  on  or  after  April  1.  1987. 

SK(  .  1522.  fOVKRAiJK  OK  (Kt  TP.ATIONAL  THKRAPY 
SKRVUKS. 

(a)  Coverage.— Subparagraph  (C)  of  sec- 
lion  1832(a)(2)  of  the  Social  Security  Act 
(42  U.S.C.  1395k(a)(2))  is  amended  to  read 
as  follows; 

"(C)  outpatient  physical  therapy  services 
(other  than  services  to  which  the  second 
sentence  of  section  1861(p)  applies)  and  out- 
patient occupational  therapy  sen-ices  (other 
than  services  to  which  such  sentence  applies 
through  the  operation  of  section  1861(g));". 

(b)  Limitation  on  Payments.— Section 
1833(g)  of  such  Act  (42  U.S.C.  13951(g))  is 
amended— 

( 1 )  by  striking  "next  to  last  sentence"  and 
inserting  "second  sentence",  and 

(2)  by  adding  at  the  end  thereof  the  fol- 
lowing new  sentence:  "In  the  case  of  outpa- 
tient occupational  therapy  services  which 
are  described  in  the  second  sentence  of  sec- 
tion 1861(p)  through  the  operation  of  sec- 
tion 1861(g).  with  respect  to  expenses  in- 
curred in  any  calendar  year,  no  more  than 
$500  shall  be  considered  as  incurred  ex- 
penses for  purposes  of  subsections  (a)  and 
<b).'. 
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(c)  Certification  Standard.— (1)  Section 
l835(a)<2)<C)  of  such  Act  (42  U.S.C. 
1395n(a)(2)<C))  is  amended- 

(A)  by  inserting  'or  outpatient  occupa- 
tional therapy  services"  after  "outpatient 
physical  therapy  services". 

(B)  in  clause  (i).  by  inserting  "or  occupa- 
tional therapy  services,  respectively."  after 
"physical  therapy  services",  and 

(C)  in  clause  (ii).  by  inserting  "or  qualified 
occupational  therapist,  resjjectively."  after 
"qualified  physical  therapist". 

(2)  The  second  sentence  of  section  1835(a) 
of  such  Act  and  section  1866(e)  of  such  Act 
(42  U.S.C.  1395n(a).  1395cc(e))  are  each 
amended— 

(A)  by  inserting  "(or  meets  the  require- 
ments of  such  section  through  the  oper- 
ation       of        section        1861(g))'        after 

1861(p)(4)<A)"  and  after  1861(p)(4)(B)". 
and 

(B)  by  inserting  "or  (through  the  oper- 
ation of  section  1861(g))  with  respect  to  the 
furnishing  of  outpatient  occupational  ther- 
apy services"  after  "(as  therein  defined)". 

(d)  Definition  and  Inclusion  with  Other 
Part  B  Services.— (1)  Section  1861  of  the 
Social  Security  Act  (42  U.S.C.  1395x)  is 
amended  by  inserting  after  subsection  (f) 
the  following  new^  subsection: 
"Outpatient  Occupational  Therapy  Services 

"(g)  The  term  outpatient  occupational 
therapy  services'  has  the  meaning  given  the 
term  outpatient  physical  therapy  services' 
in  subsection  (p).  except  that  occupational' 
shall  be  substituted  for  physical'  each  place 
it  appears  therein.". 

(2)  Section  186I(s)(2)(D)  of  such  Act  (42 
U.S.C.  1395x(s)(2)(D))  is  amended  by  insert- 
ing "and  outpatient  occupational  therapy 
services"  after  "outpatient  physical  therapy 
services". 

•  (3)  Section  1861(v)(5)(A)  of  such  Act  (42 
U.S.C.  1395x(vH5)(A))  is  amended  by  insert- 
ing "(including  through  the  operation  of 
section  1861(g)) "  after  "section  1861(p) ". 

(e)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  expen.ses 
incurred  for  outpatient  occupational  ther- 
apy services  furnished  on  or  after  April  1. 
1987. 

SEt.   4.-.2.I.  <(>VKR.\(;K  of  SKKVKKS  ok  .\   PHYSI- 
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(a)  Services  Covered.— Section  1861(s)(2) 
of  the  Social  Security  Act  (42  U.S.C. 
1395x(s)(2)).  SIS  amended  by  section 
4506(d)(1)  of  this  subtitle,  is  amended— 

(1)  by  striking  "and""  at  the  end  of  sub- 
paragraph (I). 

(2)  by  adding  "and"  at  the  end  of  subpara- 
graph (J),  and 

(3)  by  adding  at  the  end  the  following  new 
subparagraph: 

"(K)(i)  services  which  are  performed  by  a 
physician  assistant  (as  defined  in  subsection 
(aa)(3))  under  the  supervision  of  a  physician 
as  defined  in  subsection  (r)(l)  in  a  hospital, 
skilled  nursing  facility,  or  as  an  assistant  at 
surgery  and  which  the  physician  assistant  is 
legally  authorized  to  perform  by  the  State 
in  which  the  services  are  performed,  and 

"(ii)  such  services  and  supplies  furnished 
as  an  incident  to  such  services  as  would  be 
covered  under  subparagraph  (A)  if  fur- 
nished as  an  incident  to  a  physician's  pro- 
fessional service;". 

(b)  Determination  of  Payment  Amount.— 
Section  1842(b)(3)  of  such  Act  (42  U.S.C. 
1395u(b)<3))  is  amended  by  adding  at  the 
end  the  following:  "With  respect  to  services 
described  in  section  1861(s)(2)(K)  (relating 
to  a  physician  assistant  acting  under  the  su- 
perCision  of  a  physician),  the  prevailing 
charges  shall  not  exceed  90  percent  of  the 


and"  at  the  end  of  para- 


prevailing  charges  applicable  with  respect  to 
the  physician's  performance  of  the  serv- 
ices.". 

(c)  Payment  to  Employer.— The  first  sen- 
tence of  section  1842(b)(6)  of  such  Act  (42 
U.S.C.  1395u(b)(6))  is  amended- 

(1)  by  striking  "except  that  payment  may 
be  made  (A)(i)"  and  inserting  "except  that 
(A)  payment  may  l)e  made  (i)"; 

(2)  by  .striking  "or  (B)"'  and  by  inserting 
""(B)  payment  may  be  made";  and 

(3)  by  inserting  before  the  period  at  the 
end  the  following:  '.  and  (C)  in  the  case  of 
services  described  in  section  1861(s)(2)(K) 
where  payment  is  made  on  an  assignment- 
related  basis,  payment  shall  be  made  to  the 
employer  of  the  physician  assistant  in- 
volved". 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  .services 
furnished  on  or  after  January  1,  1987. 
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(a)  Coverage  of  Services  of  a  Registered 
Nurse  Anesthetist  Under  Part  B.— Section 
1861(s)  of  the  Social  Security  Act  (42  U.S.C. 
1395x(s))  is  amended— 

(1)  by  redesignating  paragraphs  (11) 
through  (14)  as  paragraphs  (12)  through 
(15).  respectively; 

(2)  by  striking 
graph  (9); 

(3)  by  striking  the  period  at  the  end  of 
paragraph  (10)  and  inserting  "";  and";  and 

(4)  by  inserting  after  paragraph  (10)  the 
following  new  paragraph: 

"(11)  services  of  a  registered  nurse  anes- 
thetist (as  defined  in  subsection  (bb)).". 

(b)  Definition   of  Services  of  a  Regis- 
tered Nurse  Anesthetist.— Section  1861  of 
such  Act  is  amended  by  inserting  after  sub- 
section (aa)  the  following  new  subsection; 
"Services  of  a  Registered  Nurse  Anesthetist 

"(bb)(l)  The  term  services  of  a  registered 
nurse  anesthetist"  means  anethesia  services 
and  related  care  furnished  by  a  registered 
nurse  anesthetist  (as  defined  in  paragraph 
(2))  which  the  nurse  anesthetist  is  legally 
authorized  to  perform  as  such  by  the  State 
in  which  the  services  are  furnished. 

"(2)  The  term  "registered  nurse  anesthe- 
tist" means  a  registered  nurse  licensed  by 
the  State  who  meets  such  education,  train- 
ing, and  other  requirements  relating  to  an- 
esthesia services  and  related  care  as  the  Sec- 
retary may  prescribe.  In  prescribing  such  re- 
quirements the  Secretary  may  use  the  same 
requirements  as  those  established  by  a  na- 
tional organization  for  the  certification  of 
nurse  anesthetists.". 

(c)  Direct  Payment  for  Services.— Sec- 
tion 1832(a)(2)(B)  of  .such  Act  (42  U.S.C. 
1395k(a)(2)(B))  is  amended— 

(1)  by  striking  "and"  at  the  end  of  clause 
(i), 

(2)  by  striking  ";  and"  at  the  end  of  clause 
(ii)  and  inserting  ".  and",  and 

(3)  by  adding  at  the  end  the  following  new 
clause: 

"(iii)  services  of  a  registered  nurse  anes- 
thetist; and". 

(d)  Amount  of  Payment.— (1)  Section 
1833(a)(1)  of  such  Act  (42  U.S.C.  13951(a)(1)) 
is  amended  by  striking  "and"  at  the  end  of 
subparagraph  (E).  and  by  adding  at  the  end 
the  following:  "and  (H)  with  respect  to  serv- 
ices of  a  registered  nurse  anesthetist  under 
section  1861(s)(ll).  the  amounts  paid  shall 
be  80  percent  of  the  reasonable  charges  for 
such  services  established  by  the  Secretary  in 
accordance  with  subsection  (I).". 

(2)  Section  1833  of  such  Act  is  further 
amended  by  adding  at  the  end  the  following 
new  subsection: 


"(Dd)  "With  respect  to  services  of  a  regis- 
tered nurse  anesthetist  under  section 
1861(s)(ll),  the  reasonable  charge  shall  be 
an  amount  determined  by  the  Secretary  to 
be  consistent  with  efficient  and  high  quality 
anesthesia  services,  taking  into  account  the 
prevailing  rate  for  such  services,  but  modi- 
fied to  the  extent  necessary  to  comply  with 
the  requirements  of  paragraph  (2). 

"(2)  In  establishing  the  reasonable  charge 
for  those  services,  the  Secretary  shall  adjust 
the  reasonable  charge  to  the  extent  neces- 
sary to  ensure  that  the  total  amount  which 
will  be  paid  under  this  title  for  those  serv- 
ices in  any  fiscal  year  (as  estimated  by  the 
Secretary)  will  not  exceed  the  total  amount 
which  would  be  paid  under  this  title  for 
those  services  in  the  fiscal  year  if  the  serv- 
ices were  included  as  inpatient  hospital  serv- 
ices and  payment  for  such  services  was 
made  under  part  A  in  the  same  manner  as 
payment  was  made  in  fiscal  year  1986,  ad- 
justed to  take  into  account  changes  in  prices 
and  technology  relating  to  the  adminstra- 
lion  of  anesthesia. 

"(3)  In  establishing  the  reasonable  charge 
for  medical  direction  of  services  of  a  regis- 
tered nurse  anesthetist  under  section 
1861(s)(ll).  the  Secretary  shall  adjust  the 
reasonable  charge  to  the  extent  necessary 
to  ensure  that  the  total  amount  which  will 
be  paid  under  this  title  for  such  medical  di- 
rection and  such  services  in  any  fiscal  year 
(as  estimated  by  the  Secretary)  will  not 
exceed  the  total  amount  which  would  have 
been  paid  but  for  the  enactment  of  the 
amendments  made  by  section  4524  of  the 
Budget  Reconciliation  Act  of  1986. 

■■(4)(A)  If  an  adjustment  under  paragraph 
(3)  results  in  a  reduction  m  the  reasonable 
charge  for  a  physicians'  service  and  a  non- 
participating  physician  furnishes  the  service 
to  an  individual  entitled  to  benefits  under 
this  part— 

"(i)  the  physician  may  not  charge  the  in- 
dividual more  than  125  percent  of  the  ad- 
justed prevailing  charge  for  the  service,  and 

"(ii)  if  the  physician  charges  more  than 
such  amount,  the  physician  shall  refund  to 
the  individual  (and  shall  be  liable  to  the  in- 
dividual for)  any  amounts  received  in  excess 
of  such  amount. 

"(B)  If  a  physician  knowingly  and  willful- 
ly imposes  charges  or  fails  to  make  refunds 
in  violation  of  subparagraph  (A),  the  Secre- 
tary may  apply  sanctions  against  such  phy- 
sician in  accordance  with  subsection  (j)(2).". 

(3)  Sectioh  1842(j)(2)  of  such  Act  (42 
U.S.C.  1395u(j)(2))  is  amended  by  inserting 
"or  section  1833(1)(4)"  after  "(k)". 

(e)  Not  Treated  as  Part  of  Inpatient 
Hospital  Services.— Section  1861(b)(4)  of 
such  Act  (42  U.S.C.  1395x(b)(4))  is  amended 
by  inserting  before  the  semicolon  the  fol- 
lowing: "".  costs  of  anesthesia  services  provid- 
ed by  a  certified  registered  nurse  anesthe- 
tist". 

(f)  Conforming  Amendments  to  Hospital 
Payments.— (1)  Section  1886(a)(4)  of  such 
Act  (42  U.S.C.  1395ww(a)(4))  is  amended  by 
striking  ".  costs  of  anesthesia  services  pro- 
vided by  a  certified  registered  nurse  anes- 
thetist.". 

(2)  Section  1886(d)(5)  of  such  Act  (42 
U.S.C.  1395ww(d)(5))  is  amended  by  striking 
subparagraph  (E). 

(g)  Other  Conforming  Amendments.— (1) 
Section  1862(a)(14)  of  such  Act  (42  U.S.C. 
1395y(a)(14))  is  amended  by  inserting  before 
the  period  the  following:  "or  are  services  of 
a  registered  nurse  anesthetist". 

(2)  Section  1866(a)(1)(H)  of  such  Act  (42 
U.S.C.   1395cc(a)(l)(H))  is  amended  by  in- 
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serting  •.  and  other  than  services  of  a  regis- 
tered nurse  anesthetist"  after  'ISeKaXH)". 

(3)  Sections  1864(a).  1865(a). 

1902(a)(9)(C).  and  1915(a)(l)(B)(ii)(I)  of 
such  Act  (42  U.S.C.  1395aa(a),  1395bb(a), 
1396a(a)(9)(C),  1396n(a)(l)(B)(ii)(I))  are 
each  amended  by  striking  "paragraphs  (11) 
and  (12)"  and  inserting  "paragraphs  (12) 
and  (13)". 

(h)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  items 
and  services  furnished  on  or  after  October 
1.  1987. 

(i)  Construction.— Nothing  in  this  section 
or  the  amendments  made  by  this  section 
shall  contravene  provisions  of  State  law  re- 
lating to  the  practice  of  medicine  or  nursing 
or  State  law  requirements  or  institutional 
requirements  regarding  the  administration 
of  anesthesia  and  its  medical  direction  or  su- 
pervision. 

SEt    f.L':.  PAYMKNT  K<IK  I'llYSK  lAVS'  SKK\  l«  KS 

(a)  Payment  for  Participating  Physi- 
ciANS.-Section  1842(b)(4)(A)(ii)  of  the 
Social  Security  Act  (42  U.S.C. 
1395u(b)(4)(A)(ii))  is  amended  by  adding  at 
the  end  the  following  new  subclause: 

"(III)  In  determining  the  prevailing 
charge  levels  under  the  fourth  sentence  of 
paragraph  (3)  for  physicians'  services  fur- 
nished on  or  after  January  1.  1987.  by  a  par- 
ticipating physician,  the  Secretary  shall 
treat  the  additional  1  percent  increase  per- 
mitted on  May  1.  1986,  under  subclause  (II). 
as  having  been  justified  by  economic 
changes.". 

(b)  Prohibiting  Retroactive  Adjustment 
of  Medical  Economic  Index.— The  Secre- 
tary of  Health  and  Human  Services  is  not 
authorized  to  revise  the  economic  index  re- 
ferred to  in  the  fourth  sentence  of  section 
1842(b)(3)  of  the  Social  Security  Act  in  a 
manner  that  provides,  for  any  period  before 
January  1.  1985.  for  the  substitution  of  a 
rental  'equivalence  or  rental  substitution 
factor  for  the  housing  component  of  the 
consumer  price  index. 

(c)  Payment  for  Nonparticipating  Physi- 
cians.— 

(1)  Limit  on  prevailing  charges  for  unas- 
siGNED  CLAIMS.— Section  1842(b)(4)(A)  of  the 
Social  Security  Act  is  amended  by  adding  at 
the  end  the  following  new  clause: 

"(iv)  For  physicians'  services  furnished  on 
or  after  January  1.  1987.  for  which  payment 
is  not  made  on  an  assignment-related  basis, 
for  purposes  of  the  fourth  sentence  of  para- 
graph (3),  the  increase  that  is  justified 
under  the  index  described  in  that  sentence 
for  1987  is  1  percent. ". 

(2)  Limit  on  actual  charge  increases  for 

NONPARTICIPATING  PHYSICIANS.— SCCtion 

1842(j)(l)  of  such  Act  is  amended— 

(A)  by  inserting  '(A) "  after  "(j)(l) ',  and 

(B)  by  adding  at  the  end  the  following 
new  subparagraph: 

"(B)  In  the  case  of  a  nonparticipating 
physician  for  services  furnished  on  or  after 
January  1.  1987.  the  Secretary  shall  monitor 
the  physician  s  actual  charges  for  such  .serv- 
ices. If  such  physician  knowingly  and  will- 
fully bills  for  actual  charges  in  excess  of  the 
charges  permitted  under  subparagraph  (C). 
the  Secretary  may  apply  sanctions  against 
such  physician  in  accordance  with  para- 
graph (2). 

"(C)  With  respect  to  services  furnished 
during  1987  for  which  payment  is— 

"(i)  made  on  an  assignment-related  basis, 
the  charges  may  not  exceed  the  physician  s 
actual  charges  for  the  calendar  quarter  be- 
ginning on  April  1.  1984,  increased  by  the 
percentage  increase  in  the  medical  economic 
index  (under  the  fourth  sentence  of  para- 


graph (3))  applicable  to  physicians'  services 
furnished  as  of  January  1.  1987.  or 

"(ii)  not  made  on  an  assignment-related 
basis,  the  charges  may  not  exceed  the  physi- 
cian's actual  charges  for  the  calendar  quar- 
ter beginning  on  April  1,  1984,  increased  by 
1  percent.". 

(3)  Conforming  amendment.— Section 
1842(b)(4)(D)  is  amended  by  adding  at  the 
end  the  following  new  clause; 

"(iv)  In  determining  the  customary 
charges  for  physicians'  services  furnished 
during  1988  and  1989  by  a  physician,  if  the 
physician  was  a  nonparticipating  physician 
in  1987.  the  Secretary  shall  not  recognize 
any  amount  of  such  charges  in  1987  that 
exceed  the  limit  imposed  under  subsection 
(j)(l)(C).". 

(d)  Terms  Defined.— Section  1842(h)(1)  of 
the  Social  Security  Act  is  further  amended 
by  adding  at  the  end  the  following  new  sen- 
tence: 'For  purposes  of  this  section,  the 
term  participating  physician'  refers,  with 
respect  to  the  furnishing  of  services,  to  a 
physician  who  at  the  lime  of  furnishing  the 
services  is  a  participating  physician,  and  the 
term  nonparticipating  physician'  refers, 
with  respect  to  the  furnishing  of  services,  a 
physician  who  at  the  time  of  furnishing  the 
services  is  not  a  participating  physician.". 

(c)  Effective  Date.— The  amendments 
made  by  sut>sections  (a)  and  (c)  shall  apply 
to  services  furnished  on  or  after  January  1. 
1987. 

SK( .  I.>i«.  (ail)KI.INKS  KOK  iSK  OK  IVHKRKNT  RKA 
SONABI.KNKSS  Al  THOKITY 

(a)  In  GENERAL.-Section  1842(b)(8)  of  the 
Social  Security  Act  (42  U.S.C.  1395u(b)(8)) 
is  amended— 

(1)  by  redesignating  subparagraphs  (A) 
and  (B)  as  clauses  (i)  and  (ii).  respectively. 

(2)  by  inserting  "(A) "  after    (8)",  and 

(3)  by  adding  at  the  end  the  following  new 
subparagraphs: 

"(B)  The  Secretary  may  provide  for  an  in- 
crease or  decrease  in  the  reasonable  charge 
otherw-ise  recognized  under  this  section  with 
respect  to  a  specific  physicians'  service,  if 
the  Secretary  has  made  specific  findings 
with  respect  to  that  service  in  accordance 
with  the  criteria  set  forth  in  subparagraph 

(A)  and  with  the  .succeeding  provisions  of 
this  paragraph. 

'■(C)(i)  In  applying  subparagraph  (A),  the 
Secretary  may  compare— 

"(I)  the  charges  and  resource  costs  for  re- 
lated procedures. 

■•(II)  charges  and  resource  costs  for  the 
procedure  over  a  period  of  time. 

"(Ill)  charges  for  a  procedure  in  different 
geographic  areas,  and 

"(IV)  the  charges  and  allowed  payments 
for  a  procedure  under  this  part  and  by 
other  payors. 

"(ii)  An  adjustment  under  subparagraph 

(B)  on  the  basis  of  a  comparison  of  the  pre- 
vailing charges  in  different  localities  may  be 
made  only  if  the  Secretary  determines  that 
the  prevailing  charge  allowed  in  one  locality 
is  grossly  out  of  line  with  prevailing  charges 
allowed  in  other  localities  after  accounting 
for  differences  in  practice  costs. 

■■(iii)  In  this  subparagraph,  resource  costs' 
include  factors  such  as  the  time  required  to 
provide  a  procedure  (including  pre-proce- 
dure  evaluation  and  postprocedure  follow- 
up),  the  complexity  of  the  procedure,  the 
training  required  to  perform  the  procedure, 
and  the  risk  involved  in  the  procedure. 

"(D)  In  determining  whether  to  adjust 
payment  rates  under  subparagraph  (B).  the 
Secretary  shall  consider— 


"(i)  the  potential  impacts  on  quality, 
access,  and  beneficiary  liability  of  the  ad- 
justment, 

"(ii)  likely  effects  on  assignment  rates, 
reasonable  charge  reductions  on  unassigned 
claims,  and  participation  rates  of  physi- 
cians. 

"(iii)  the  proportion  of  such  pr(x;edures 
for  which  payment  is  available  under  this 
part,  and 

"(iv)  the  prevailing  charges  of  other  third- 
party  payors  for  the  procedure. 

"(E)(i)  Before  making  an  adjustment 
under  subparagraph  (B).  the  Secretary 
shall- 

"(I)  publish  notice  of  the  proposed  adjust- 
ment, which  shall  contain  a  summary  of  the 
study  data  and  an  explanation  of  the  basis 
for  the  proposed  adjustment,  and 

"(II)  provide  a  period  of  at  least  60  days 
during  which  interested  parties  may  com- 
ment on  the  proposed  adjustment. 

"(ii)  Before  publishing  a  notice  of  pro- 
posed adju.stment  under  clause  (ixi).  the 
Secretary  shall  consult  with  the  Physician 
Payment  Review  Commission  and  shall  pro- 
vide the  Commission  an  opportunity  to 
review  and  comment  on  the  proposal. 

"(iii)  An  adjustment  under  subparagraph 
(B)  shall  only  take  effect  only  after  publica- 
tion of  a  final  notice  by  the  Secretary.  In 
such  notice  the  Secretary  shall  explain  the 
factors  and  data  that  were  taken  into  con- 
sideration in  making  the  adjustment  and 
shall  respond  to  any  comments  made  by  the 
Physician  Payment  Review  Commission. 

"•(F)(i)  If  an  adjustment  under  subpara- 
graph (B)  results  in  a  reduction  in  the  rea- 
sonable charge  for  a  physicians'  service  and 
a  nonparticipating  physician  furnishes  the 
service  to  an  individual  entitled  to  benefits 
under  this  part— 

"(I)  the  physician  may  not  charge  the  in- 
dividual more  than  125  percent  of  the  ad- 
justed prevailing  charge  for  the  service,  and 

"(ID  if  the  physician  charges  more  than 
such  amount,  the  physician  shall  refund  to 
the  individual  (and  shall  be  liable  to  the  in- 
dividual for)  any  amounts  received  in  excess 
of  such  amount. 

"(ii)  If  a  physician  knowingly  and  willfully 
imposes  charges  or  fails  to  make  refunds  in 
violation  of  subparagraph  (A),  the  Secretarp' 
may  apply  sanctions  against  such  physician 
in  accordance  with  subsection  (j)(2).". 

(b)  PREVENTION  OF  EXCESS  CHARGES. —Sec- 
tion 1842(  j)(2)  of  such  Act  is  amended  by  in- 
serting ■•(b)(8)(F),"  before  "(k) ". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  the 
date  of  the  enactment  of  this  Act. 

SK<  .  l-il'T.  I'AVMKNT  KOR  (  KRTAIN  (  ATARA(T  SIR 
(ill  Al.  HRiH  Kin  KK.S 

(a)  Limitations.— Section  1842(b)(9)  of 
the  Social  Security  Act  (42  U.S.C. 
1395u(b)(9))  is  amended— 

(1)  by  redesignating  subparagraphs  (A) 
and  (B)  as  clauses  (i)  and  (ii).  respectively. 

(2)  by  inserting  "(A)"  after  '(9) ".  and 

(3)  by  adding  at  the  end  the  following  new 
subparagraphs: 

•■(B)  In  determining  the  reasonable  charge 
under  paragraph  <3)  for  cataract  surgery 
with  intraoccular  lens  implantation,  the 
prevailing  charge  for  such  surgery  shall  not 
be  recognized  to  the  extent  it  exceeds  110 
percent  of  the  prevailing  charge  recognized 
for  such  surgery  without  intraoccular  lens 
implantation. 

•(C)  In  determining  the  reasonable  charge 
under  paragraph  (3)  for  cataract  surgery  an- 
esthesia, the  Secretary  shall  not  recognize 
more  than  4  base  units  (as  used  for  purposes 
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of  determining  payment  for  anesthesia  serv- 
ices as  of  the  date  of  the  enactment  of  this 
subparagraph)  or  equivalent  amounts.". 
(b>  Limiting  Charges  to  Beneficiaries.— 

(1)  In  general.— Section  1842  of  the  Social 
Security  Act  is  amended  by  adding  at  the 
end  the  following  new  sul>section: 

•■(1X1)  With  respect  to  the  provision  of 
cataract  surgery  with  intraoccular  lens  im- 
plantation and  cataract  surgery  anesthesia 
furnished  by  a  nonparticipating  physician 
to  an  individual  entitled  to  benefits  under 
this  part- 

"(A)  the  physician  may  not  charge  the  in- 
dividual more  than  125  percent  of  the  pre- 
vailing charge  recognized  under  this  part 
for  the  services  (which,  in  the  case  of  cata- 
ract surgery  anesthesia,  is  based  on  conver- 
sion factors  taking  into  account  the  base 
and  time  units  allowed),  and 

"(B>  if  the  physician  charges  more  than 
such  amount,  the  physician  shall  refund  to 
the  individual  (and  shall  be  liable  to  the  in- 
dividual for)  any  amounts  received  in  excess 
of  such  amount. 

■•(2)  If  a  physician  knowingly  and  willfully 
imposes  charges  or  fails  to  make  refunds  in 
violation  of  paragraph  (1).  the  Secretary 
may  apply  sanctions  against  such  physician 
in  accordance  with  sutisection  (j)(2).". 

(2)  Conforming  amendment —Section 
1842(j)(2)  of  such  Act.  as  amended  by  sec- 
tion is  amended  by  inserting  ■.  or  (1)"  after 
■■(k)". 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  serv- 
ices furnished  on  or  after  January  1.  1987. 

SE(     4.)2M.    PAYMENT   KOK   (I.INUAI.    I)IA(;N<)STK 

laboratory  tests. 

(a)  Treatment  of  Hospital  Outpatient 
Laboratories.— 

(1)  Eliminating  sunset  of  application  of 
payment  provisions  to  hospital  laborato- 
ries.—Section  1833(h)(1)  of  the  Social  Secu- 
rity Act  (42  U.S.C.  13951(h)(1))  is  amended- 

(A)  in  subparagraph  (B).  by  striking 
■■(other  than  tests  performed  by  a  hospital 
lalMjratory  for  outpatients  of  such  hospi- 
tal)", and 

(B)  by  striking  subparagraph  <C). 

(2)  Elimination  of  payment  differen- 
TIAL.— Section  1833(h)(2)  of  such  Act  is 
amended  by  striking  '(or.  in  the  case  of  a 
test  performed  by  a  hospital  laboratory  for 
outpatients  of  such  hospital.  62  percent)". 

(3)  Effective  date.— The  amendments 
made  by  this  subsection  apply  to  clinical  di- 
agnostic laboratory  tests  performed  on  or 
after  January  1.  1987. 

(b)  EuMiNATiNG  Requirement  of  Nation- 
al Fee  Schedule.— 

(1)  In  general.— Section  1833(h)(1)(B)  of 
such  Act  is  amended— 

(A)  in  the  first  sentence,  by  striking 
"during  the  period  beginning  on  July  1. 
1984,  and  ending  on  December  31.  1987'  and 
inserting  "on  or  after  July  1.  1984  ".  and 

(B)  by  striking  the  second  sentence. 

(2)  Report.— The  Secretary  of  Health  and 
Human  Services  shall  report  to  Congress,  by 
not  later  than  April  1.  1988,  on  the  advis- 
ability and  feasibility  of  establishing  nation- 
al fee  schedules  for  payment  for  clinical  di- 
agnostic laboratory  tests  under  section 
1833(h)  of  the  Social  Security  Act. 

(c)  Payment  for  Time  and  Travel  Costs 
TO  Collect  Samples  From  Certain  Immo- 
bile Beneficiaries.— 

(1)  In  general.— Section  1833(h)(3)  of  such 
Act  is  amended— 

(A)  by  inserting  "(A)"  after  'provide  for 
and  establish",  and 

(B)  by  inserting  before  the  period  at  the 
end  the  following:  ",  and  (B)  a  fee  to  cover 


the  transportation  and  personnel  expenses 
for  trained  personnel  to  travel  to  the  loca- 
tion of  an  individual  to  collect  the  sample, 
except  that  such  a  fee  may  be  provided  only 
with  respect  to  an  individual  who  is  home- 
bound  or  an  inpatient  in  an  inpatient  facili- 
ty (other  than  a  hospital)". 

(2)  Effective  date.— The  amendment 
made  by  paragraph  (1)  shall  apply  to  sam- 
ples collected  on  or  after  January  1.  1987. 

(d)  State  Standards  for  Directors  of 
Clinical  Laboratories.— 

(1)  In  general.— If  a  State  (as  defined  for 
purposes  of  title  XVIII  of  the  Social  Securi- 
ty Act)  provides  for  the  licensing  or  other 
standards  with  respect  to  the  operation  of 
clinical  laboratories  (including  such  labora- 
tories in  hospitals)  in  the  State  under  which 
such  a  laboratory  may  be  directed  by  an  in- 
dividual with  certain  qualifications,  nothing 
in  such  title  shall  be  construed  as  authoriz- 
ing the  Secretary  of  Health  and  Human 
Services  to  require  such  a  laboratory,  as  a 
condition  of  payment  or  participation  under 
such  title,  to  be  directed  by  an  individual 
with  other  qualifications. 

(2)  Effective  date. -Paragraph  (1)  shall 
take  effect  on  January  1.  1987. 

SE(  .  l.il'S.  PAYMENT  FOR  I'ARENTERAI.  AM)  ENTER- 
AL NITRITION  Si  PPI.IKS. 

The  Secretary  of  Health  and  Human  Serv- 
ices shall  apply  the  sixth  sentence  of  section 
1842(b)(3)  of  the  Social  Security  Act  to  pay- 
ment for  parenteral  and  enteral  nutrition 
supplies  on  or  after  January  1.  1987. 

.SE(  .  I.^W.  PAYMENT  KOR  OXY(;i;N  THERAPY  SERV- 
KES. 

(a)  Monthly  Prospective  Pee  Schedules 
FOR  Oxygen  Therapy  Services.— Section 
1833  of  the  Social  Security  Act  (42  U.S.C. 
13951).  as  amended  by  section  4524(d)(2)  of 
this  subtitle,  is  amended  by  adding  at  the 
end  the  following  new  subsection: 

■•(m)(l)  The  Secretary  shall  establish 
monthly  capitation  fee  schedules,  on  a  re- 
gional, statewide,  or  carrier  service  area 
basis  (as  the  Secretary  may  determine  to  be 
appropriate)  for  oxygen  therapy  services  for 
which  payment  is  made  under  this  part. 

■■(2)(A)  Under  each  such  schedule,  pay- 
ment shall  be  made  under  this  part  on  the 
basis  of  the  number  of  units  of  oxygen  pre- 
scribed for  a  patient  per  month  without 
regard  to  the  actual  number  of  units  of 
oxygen  so  used. 

■■(B)  The  Secretary  shall  require  verifica- 
tion of  the  initial  prescription  requirements 
and  any  subsequent  changes  therein  by  lab- 
oratory data  or  such  other  means  deemed 
appropriate  by  the  Secretary. 

'■(C)  No  payment  may  be  made  under  this 
part  for  oxygen  therapy  services  (i)  other 
than  to  a  provider  of  services  with  an  agree- 
ment in  effect  under  section  1866  or  on  an 
assignment-related  basis  (as  defined  in  sec- 
tion 1842(i)(8))  or  (ii)  furnished  more  than 
one  year  after  the  date  of  the  prescription 
for  such  services. 

■■(D)  No  payment  may  be  made  under  this 
part  for  oxygen  therapy  services  furnished 
pursuant  to  a  prescription  of  a  physician 
who  has  a  significant  ownership  interest  in. 
or  a  significant  financial  or  contractual  rela- 
tionship with,  the  entity  furnishing  the 
oxygen  therapy  services,  except  that  this 
prohibition  shall  not  apply  with  respect  to 
an  entity  which  is  the  sole  supplier  (as  de- 
termined by  the  Secretary)  of  oxygen  ther- 
apy services  in  a  community. 

■■(E)  With  respect  to  payment  for  oxygen 
therapy  services,  the  Secretary  shall  provide 
that- 

■'(i)  if  payment  is  not  made  on  or  before 
the  22nd  calendar  day  after  the  date  on 


which  a  clean  claim  is  received,  interest  on 
the  claim  shall  be  paid  at  the  rate  used  for 
purposes  of  section  3902(a)  of  title  31, 
United  States  Code  (relating  to  interest  pen- 
alties for  failure  to  make  prompt  payments) 
for  the  period  beginning  on  the  day  after 
the  required  payment  date  and  ending  on 
the  date  on  which  payment  is  made; 

■•(ii)  within  22  calendar  days  after  the  date 
a  claim  for  payment  under  this  part  is  re- 
ceived, the  carrier  shall  notify  the  entity 
submitting  the  claim  of  any  defect  or  impro- 
priety in  the  claim  (including  the  lack  of 
any  required  substantiating  documentation) 
or  circumstance  requiring  special  treatment 
that  prevents  the  claim  from  being  treated 
as  a  clean  claim  and  prevents  timely  pay- 
ment from  being  made: 

■■(iii)  if  notice  required  under  clause  (ii)  is 
not  provided  on  a  timely  basis  with  respect 
to  a  claim  and  payment  is  subsequently 
made  on  the  claim,  interest  on  the  amount 
determined  to  be  payable  shall  be  made  (at 
the  rate  described  in  clause  (i))  for  the 
period  beginning  on  the  day  after  the  re- 
quired notice  date  and  ending  on  the  date 
on  which  payment  is  made  or  the  date  the 
notice  is  provided,  whichever  date  is  earlier: 
and 

"(iv)  the  carrier  will  be  reimbursed  for  the 
amount  of  interest  paid  under  this  subpara- 
graph from  amounts  made  available  for 
Federal  administrative  costs  to  carry  out 
this  part. 

In  this  subparagraph,  the  term  clean  claim" 
means  a  claim  which  meets  the  require- 
ments of  this  title  for  payment  under  this 
part  and  the  term  'carrier'  refers  to  the  ap- 
propriate carrier  with  a  contract  under  sec- 
tion 1842. 

"(3)  Subject  to  paragraph  (4),  the  Secre- 
tary shall  set  such  fee  schedules  at  100  per- 
cent of  the  reasonable  charge  level  deter- 
mined (pursuant  to  section  1842(b)(3))  for 
the  12-month  period  ending  June  30,  1986, 
for  oxygen  therapy  services  (excluding  any 
part  of  such  charges  relating  to  the  pur- 
chase or  rental  of  equipment)  furnished  in 
the  applicable  region.  State,  or  area.  Such 
fee  schedules  shall  be  adjusted  annually  (to 
become  effective  January  1  of  each  year,  be- 
ginning with  1987)  by  a  percentage  increase 
or  decrease  equal  to  the  percentage  increase 
or  decrease  in  the  Consumer  Price  Index  for 
All  Urban  Consumers  (all  items:  United 
States  city  average),  and  subject  to  such 
other  adjustments  as  the  Secretary  deter- 
mines are  justified  by  technological 
changes.  The  Secretary  shall  also  base  such 
fee  schedule  on  the  lowest  cost  medically 
appropriate  means  of  delivery. 

■■(4)  The  Secretary  shall  provide  for  a  per- 
centage increase  (established  by  the  Secre- 
tary) in  the  fee  schedule  amounts  for 
oxygen  therapy  services  furnished  through 
a  portable  device.  In  order  to  assure  the 
availability  of  oxygen  therapy  services  for 
individuals  consuming  small  amounts  of 
oxygen,  the  Secretary  shall  provide  for  a 
minimum  monthly  amount  for  the  furnish- 
ing of  oxygen  therapy  services. 

•■(5)  Nothing  in  this  subsection  shall  be 
construed  as  requiring  the  use  of  any  par- 
ticular type  of  equipment  or  device. 

■■(6)  In  this  subsection  and  sut>section  (a), 
•oxygen  therapy  services'  means  durable 
medical  equipment,  accessories,  and  supplies 
for  the  provision  of  oxygen  therapy  in  a  pa- 
tienfs  home.". 

(b)  Payment  Based  on  Monthly  Prospec- 
tive Fee  Schedule.— Section  1833(a)  of  such 
Act  is  amended— 
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(1)  in  paragraph  (1),  by  striking  out  "and" 
before  "(H) "  and  by  adding  at  the  end  the 
following:  "and  (I)  with  respect  to  oxygen 
therapy  services  (as  defined  in  subsection 
(m)(6)),  the  amount  paid  shall  be  equal  to 
80  percent  of  the  amount  determined  under 
the  monthly  prospective  fee  schedule  under 
subsection  (1).";  and 

(2)  in  paragraph  (2)— 

(A)  in  subparagraph  (B).  by  striking  out 
"or  (D) '  and  inserting  in  lieu  thereof  "(D), 
or(E)", 

(B)  by  striking  out  "and"  at  the  end  of 
subparagraph  (C), 

(C)  by  inserting  "and"  at  the  end  of  sub- 
paragraph (D),  and 

(D)  by  inserting  after  subparagraph  (D) 
the  following  new  subparagraph: 

"(E)  with  respect  to  oxygen  therapy  serv- 
ices, 80  percent  of  the  amount  determined 
under  the  monthly  prospective  fee  schedule 
under  subsection  (m);". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  oxygen 
therapy  services  furnished  on  or  after  Janu- 
ary 1,  1987. 

(d)  Report.— The  Secretary  of  Health  and 
Human  Services  shall  study  and  report  to 
the  Congress,  not  later  than  July  1.  1988,  on 
the  implementation  of  the  'amendments 
made  by  this  section  and  on  the  effect  of 
such  amendments,  including  the  effects 
on— 

( 1 )  patient  outcomes. 

(2)  the  availability  of  oxygen  therapy 
services  to  medicare  beneficiaries,  and 

(3)  changes  in  oxygen  therapy  technology. 

SEC.  4.131    AOniTIONAl.  MEMBERS  KOK  I'llVSK  I.A.N 
PAYMENT  RE\  lEW  ( OMMISSION. 

(a)  2  Additional  Members.— Section 
1845(a)(2)  of  the  Social  Security  Act  (42 
U.S.C.  1395w-l(a)(2))  is  amended  by  striking 
"11  individuals"  and  inserting  "13  individ- 
uals". 

(b)  Appointment  of  Additional  Mem- 
bers.—The  Director  of  the  Congressional 
Office  of  Technology  A.ssessment  shall  afp- 
point  the  two  additional  members  of  the 
Physician  Payment  Review  Commission,  as 
required  by  the  amendment  made  by  subsec- 
tion (a),  no  later  than  60  days  after  the  date 
of  the  enactment  of  this  Act,  for  terms  of  3 
years,  except  that  the  Director  may  provide 
initially  for  such  terms  as  will  insure  that 
(on  a  continuing  basis)  the  terms  of  no  more 
than  five  members  expire  in  any  one  year. 

SEC.  4.532.  CHAN(;iN(;  MEDK  ARE  APPEAL  KUIHTS. 

(a)  Review  of  Part  B  Determinations.— 
(1)  Section  1869  of  the  Social  Security  Act 
(42  U.S.C.  1395ff )  is  amended- 

(A)  by  inserting  "or  part  B"  in  subsection 
(a)  after  "amount  of  benefits  under  part  A", 

(B)  by  inserting  "or  part  B"  in  subsection 
(b)(1)(C)  after  "part  A", 

(C)  by  amending  paragraph  (2)  of  subsec- 
tion (b)  to  read  as  follows: 

"(2)  Notwithstanding  paragraph  (1)(C),  in 
the  case  of  a  claim  arising— 

"(A)  under  part  A,  a  hearing  shall  not  be 
available  to  an  individual  under  paragraph 
(1)(C)  if  the  amount  in  controversy  is  less 
than  $100  and  judicial  review  shall  not  be 
available  to  the  individual  under  that  para- 
graph if  the  amount  in  controversy  is  less 
than  $1,000:  or 

"(B)  under  part  B,  a  hearing  shall  not  be 
available  to  an  individual  under  paragraph 
(1)(C)  if  the  amount  in  controversy  is  less 
than  $500  and  judicial  review  shall  not  be 
available  to  the  individual  under  that  para- 
graph if  the  aggregate  amount  in  controver- 
sy is  less  than  $1,000. 

In  determining  the  amount  in  controversy, 
the  Secretary,  under  regulations,  shall  allow 


two  or  more  claims  to  be  aggregated  if  the 
claims  involve  the  delivery  of  similar  or  re- 
lated services  to  the  same  individual  or  in- 
volve common  issues  of  law  and  fact  arising 
from  services  furnished  to  two  or  more  Indi- 
viduals.", and 

(D)  by  adding  at  the  end  the  following 
new  paragraph: 

"(3)  Paragraph  (1)  shall  not  be  construed 
as  authorizing  any  administrative  law  judge 
to  review  any  national  coverage  determina- 
tion under  section  1862(a)(1)  respecting 
whether  or  not  a  particular  type  or  class  of 
items  or  services  is  covered  under  this 
title.". 

(2)  Section  1842(b)(3)(C)  of  such  Act  (42 
U.S.C.  1395u(b)(3)(C))  is  amended  by  strik- 
ing "$100  or  more"  and  inserting  "at  least 
$100,  but  not  more  than  $500". 

(3)  Section  1879(d)  of  such  Act  (42  U.S.C. 
1395pp(d))  is  amended  by  striking  "section 
1869(b)"  and  all  that  follows  through  "part 
B)"  and  inserting  "sections  1869(b)  and 
1842(b)(3)(C)  (as  may  be  applicable)". 

(b)  Effective  Date.— The  amendments 
made  by" subsection  (a)  shall  apply  to  items 
and  services  furnished  on  or  after  January 
1,  1987. 

SE(.  I.-.33.  AliCHEIMER'S      DISEASE      DEMONSTRA- 
TION PROJECTS. 

(a)  Demonstration  Projects.— The  Secre- 
tary of  Health  and  Human  Services  (in  this 
section  referred  to  as  the  "Secretary")  shall 
conduct  at  least  5  demonstration  projects  to 
determine  the  effectiveness,  cost,  and 
impact  on  health  status  and  functioning  of 
providing  comprehensive  services  for  indi- 
viduals entitled  to  benefits  under  title 
XVIII  of  the  Social  Security  Act  (in  this 
section  referred  to  as  "medicare  benefici- 
aries") who  are  victims  of  Alzheimer's  dis- 
ease or  related  disorders. 

(b)  Services  Under  Demonstration 
Projects.— The  services  provided  under 
demonstration  projects  must  be  designed  to 
meet  the  specific  needs  of  Alzheimer's  dis- 
ease patients  and  may  include— 

( 1 )  case  management  services. 

(2)  home  and  community-based  services, 

(3)  mental  health  services, 

(4)  outpatient  drug  therapy, 

(5)  respite  care  and  other  supportive  serv- 
ices and  counseling  for  family. 

(6)  adult  day  care  services,  and 

(7)  other  in-home  services. 

(c)  Conduct  of  Projects.— The  demon- 
stration projects  shall— 

(1)  each  be  conducted  over  a  period  of  3 
years: 

(2)  provide  each  medicare  beneficiary  with 
a  comprehensive  medical  and  mental  status 
evaluation  upon  entering  the  project  and  at 
discharge, 

(3)  be  conducted  by  an  entity  which  either 
directly  or  by  contract  is  able  to  provide 
such  comprehensive  evaluations  and  the  ad- 
ditional services  (described  in  subsection 
(b))  covered  by  the  project: 

(4)  be  conducted  in  sites  which  are  chosen 
so  as  to  be  geographically  diverse  and  locat- 
ed in  States  with  a  high  proportion  of  medi- 
care beneficiaries  and  in  areas  readily  acces- 
sible to  a  significant  number  of  medicare 
beneficiaries;  and 

(5)  involve  community  outreach  efforts  at 
each  site  to  enroll  the  maximum  number  of 
medicare  beneficiaries  in  each  project. 

(d)  Evaluation  and  Reports.— The  Secre- 
tary shall  provide  for  an  evaluation  of  the 
demonstration  projects  and  shall  submit  to 
the  Committees  on  Energy  and  Commerce 
and  Ways  and  Means  of  the  House  of  Rep- 
resentatives and  the  Committee  on  Finance 
of  the  Senate— 


(Da  preliminary  report  during  the  third 
year  of  the  projecU.  which  report  shall  in- 
clude a  description  of  the  sites  at  which  the 
projects  are  being  conducted  and  the  serv- 
ices being  provided  at  the  different  sites, 
and 

(2)  a  final  report  upon  completion  of  the 
projects,  which  report  shall  include  recom- 
mendations for  appropriate  legislative 
changes. 

(f)  Funding.- Expenditures  (not  to  exceed 
$40,000,000  for  the  projects  and  $2,000,000 
for  the  evaluation  of  the  projects)  made  for 
the  demonstration  projects  shall  be  made 
from  the  Federal  Supplementary  Medical 
Insurance  Trust  Fund  (established  by  sec- 
tion 1841  of  the  Social  Security  Act).  Grants 
and  payments  under  contracts  may  be  made 
either  in  advance  or  by  way  of  reimburse- 
ment, as  may  be  determined  by  the  Secre- 
tary, and  shall  be  made  in  such  installments 
and  on  such  conditions  as  the  Secretary 
finds  necessary  to  carry  out  the  purpose  of 
this  section. 

(g)  Waiver  of  Medicare  Requirements.— 
The  Secretary  shall  waive  compliance  with 
the  requirements  of  title  XVIII  of  the 
Social  Security  Act  to  the  extent  and  for 
the  period  the  Secretary  finds  necessary  for 
the  conduct  of  the  demonstration  projects. 

Subtitle  G— Medicaid  and  Maternal  and  Child 
Health 

TABLE  OF  CONTENTS  OF  SUBTITLE 

Part  1— Coverage  of  Individuals 

Sec.  4601.  Optional  coverage  for  poor  preg- 
nant women  and  infants. 

Sec.  4602.  Optional  coverage  of  elderly  and 
disabled  poor  for  all  medicaid 
benefits. 

Sec.  4603.  Optional  coverage  of  poor  medi- 
care beneficiaries  for  medicare 
cost-sharing  expenses. 

Sec.  4604.  Medicaid  eligibility  for  qualified 
severely  impaired  individuals. 

Sec.  4605.  Clarification  of  eligibility  of 
homeless  individuals. 

Sec.  4606.  Treatment  of  income  and  re- 
sources required  to  be  paid 
under  spousal  and  child  sup- 
port orders. 

Sec.  4607.  Payment  for  aliens  under  medic- 
aid. 

Part  2.— Provision  of  Services  Under 
Waiver  Authority 

Sec.  4611.  Permitting  States  to  offer  home 
and  community-based  services 
to  low-income  individuals  with 
acquired  immune  deficiency 
syndrome  (AIDS)  or  with  aids- 
related  conditions. 

Sec.  4612.  Permitting  States  to  offer  home 
and  community-based  services 
to  low-income  individuals  with 
chronic  mental  illness. 

Sec.  4613.  Waiver  authority  for  the  chron- 
ically mentally  ill  demonstra- 
tion program. 

Sec.  4614.  Continuation  of  "Case-Managed 
Medical  Care  for  Nursing 
"Home  Patients"  demonstration 
project. 

Part  3— Payments 

Holding  States  harmless  in  fiscal 
year  1987  against  a  decrease  in 
the  federal  medical  assistance 
percentage. 

Other  Quality  and  Efficiency 
Measures 


Sec.  4621. 


Part  4- 


Sec.  4631.  Independent    quality 
HMO  services. 
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Sec.  4632.  Clarification  of  flexibility  of 
Slate  utilization  review  sys- 
tems. 

Sec.  4633.  Clarification  of  flexibility  for 
State  medicaid  payment  sys- 
tems for  inpatient  services. 

Sec.  4634.  Financial  disclosure  require- 
ments for  HMOs. 

Sec.  4635.  Delegation  to  Inspector  General 
of  authority  over  State  medic- 
aid fraud  control  units. 

Sec.  4636.  COBRA  technical  corrections 
and  clarifications  relating  to 
the  medicaid  program. 

Sec.  4637.  Payment    for    certain    long-term 
care  patients  in  hospitals. 
Part  5— Maternal  and  Child  Health 

Sec.  4641.  Authorization  of  additional 
funds. 

Sec.  4642.  Maternal   and  child   health  and 
adoption  clearinghouse. 
PART  I— C()VKRA(;K  ok  INDIVlin  als 

SEf.  IMl.  «»HTIONAI.  (tlVKRACK  K»K  IMM)K  PKK(. 
N.XNT  WOMKN  AMI  INKANTS. 

(a)  Creation  of  New  Optional  Categori- 
cally Needy  Group.— Section 
1902(a)(10)(A)tii)  of  the  Social  Security  Act 
(42  U.S.C.  1396a(a)(10)(A)(ii)).  as  amended 
by  sections  9505(bK2)  and  9529(b)  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  of  1985.  is  amended— 

(1)  by  striking  ■.  or"  at  the  end  of  sub- 
clause (VII)  and  in.serting  a  semicolon. 

(2)  by  inserting  or"  at  the  end  of  sub- 
clause (VIII).  and 

(3)  by  adding  at  the  end  the  following  new 
subclause: 

(IX)  subject  to  subsection  (1)(4).  who  are 
described  in  subsection  (1)(1):". 

(b)  Description  of  Group.— Section  1902 
of  such  Act  is  amended  by  adding  at  the  end 
the  following  new  subsection: 

■(1)(1)  An  individual  described  in  this 
paragraph  is— 

■■(A)  a  woman  during  pregnancy  (and 
during  the  60day  period  beginning  on  the 
last  date  of  her  pregnancy),  and 

■(B)  an  infant  under  one  year  of  age  or,  in 
the  case  described  in  subsection  (e)(7). 
older. 

who  is  not  described  in  subsection 
(a)(10)(A)(i)  and  whose  family  income  does 
not  exceed  the  maximum  income  level  es- 
tablished by  the  Slate  under  paragraph  (2) 
for  a  family  size  equal  to  the  size  of  the 
family  including  the  woman  or  infant.  A 
Stale  may  not  elect,  under  subsection 
(a)(10)(A)(ii)(IX).  to  cover  only  individuals 
described  in  subparagraph  (A)  or  to  cover 
only  individuals  described  in  subparagraph 
(B). 

"(2)(A)  For  purposes  of  paragraph  (1)  and 
subject  to  subparagraph  (B),  the  State  shall 
establish  a  maximum  income  level  which  is 
a  percentage  'not  more  than  100  percent)  of 
the  nonfarm  income  official  poverty  line  de- 
fined by  the  Office  of  Management  and 
Budget  (and  levised  annually  in  accordance 
with  section  673(2)  of  the  Omnibus  Budget 
Reconciliation  Act  of  1981)  applicable  to  a 
family  of  the  size  involved. 

•(B)  The  maximum  income  level  estab- 
lished under  subparagraph  (A)  for  a  family 
may  not  be  less  than  the  payment  level  ap- 
plicable to  a  family  of  that  size  and  with  no 
income  under  the  State  plan  approved 
under  part  A  of  title  IV. 

"(3)  Notwithstanding  subsection  (a)(17). 
for  individuals  who  are  eligible  for  medical 
assistance  because  of  subsection 
(a)<10)(A)(ii)(IX)- 

••(A)(i)  no  resource  standard  or  methodol- 
ogy may  be  applied  with  respect  to  an  indi- 
vidual described  in  paragraph  (1)(A), 


"(ii)  any  resource  standard  or  methodolo- 
gy which  is  applied  with  respect  to  an  indi- 
vidual described  in  paragraph  (1)(B)  may 
not  be  more  restrictive  than  the  correspond- 
ing resource  standard  or  methodology 
which  is  applied  under  the  State  plan  under 
part  A  of  title  IV. 

•(B)  the  income  standard  to  be  applied  is 
the  income  standard  established  un<ler  para- 
graph (2).  and 

■(C)  family  income  shall  be  determined  in 
accordance  with  the  methodology  employed 
under  the  State  plan  under  part  A  of  title 
IV  (without  regard  to  section  402(a)(18)), 
and  costs  incurred  for  medical  care  or  for 
any  other  type  of  remedial  care  shall  not  be 
taken  into  account. 

Any  different  treatment  provided  under  this 
paragraph  for  such  individuals  shall  not,  be- 
cau.se  of  subsection  (a)(17).  require  or 
permit  such  treatment  for  other  individuals. 

•(4)  A  State  plan  may  not  elect  the  option 
of  furnishing  medical  assistance  to  individ- 
uals described  in  subsection 
(a)(10)(A)(ii)(IX)  unle.ss  the  State  has  in 
effect,  under  its  plan  established  under  part 
A  of  title  IV,  payment  levels  that  are  not 
less  than  the  payment  levels  in  effect  under 
its  plan  on  April  17.  1986.  " 

(c)  Limitation  of  Benefits  for  Newly  El- 
igible Pregnant  'vVomen. —Section 
1902(a)a0)  of  such  Act  (42  U.S.C. 
1396a(a)(10)),  as  amended  by  sections  9501 
and  9505(b)(1)  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985,  is 
amended,  in  the  matter  after  subparagraph 
(D)- 

(1)  by  striking  'and^'  before  •'(VI)".  and 

(2)  by  inserting  before  the  semicolon  at 
the  end  the  following:  '  .  and  (VII)  the  medi- 
cal assistance  made  available  to  an  individ- 
ual described  in  subsection  (1)(1)(A)  who  is 
eligible  for  medical  assistance  only  becau.se 
of  subparagraph  (A)(ii)(IX)  shall  be  limited 
to  medical  assistance  for  services  related  to 
pregnancy  (including  prenatal,  delivery,  and 
postpartum  services)  and  to  other  condi- 
tions which  may  complicate  pregnancy". 

(d)  Continuation  of  Medical  Assistance 
FOR  Certain  Pregnant  Women  During 
Pregnancy  and  for  Certain  Infants  Re- 
ceiving Inpatient  Services  at  One  Year  of 
AcE.-Seclion  1902(e)  of  such  Act  (42  U.S.C. 
1396a(e)).  as  amended  by  section  9501(c)  of 
the  Consolidated  Omnibus  Budget  Reconcil- 
iation Act  of  1985.  is  amended  by  adding  at 
the  end  the  following  new  paragraphs: 

•■(6)  At  the  option  of  a  State,  if  a  State 
plan  provides  medical  assistance  for  individ- 
uals under  sub.section  (a)(10)(A)(ii)(IX),  the 
plan  may  provide  that  any  woman  described 
in  such  subsection  and  sub.section  (1)(1)(A) 
shall  continue  to  be  treated  as  an  individual 
described  in  subsection  (a)(10)(A)(ii)(IX) 
without  regard  to  any  change  in  income  of 
the  family  of  which  she  is  a  member  until 
the  end  of  the  60-day  period  beginning  on 
the  last  date  of  her  pregnancy. 

••(7)  If  a  State  plan  provides  medical  as- 
sistance for  individuals  under  subsection 
(a)(10)(A)(ii)(IX).  in  the  case  of  an  infant 
described  in  subsection  (l)(l)(B)— 

■■(A)  who  is  receiving  inpatient  services  for 
which  medical  assistance  is  provided  on  the 
date  the  infant  becomes  one  year  of  age. 
and 

••(B)  who,  but  for  becoming  one  year  of 
age.  would  remain  eligible  for  medical  assist- 
ance as  under  such  subsection, 
the  infant  shall  continue  to  be  treated  as  an 
individual  described  in  subsections 
(a)(10)(A)(ii)(IX)  and  (1)(1)(B)  until  the  end 
of  the  stay  for  which  the  inpatient  services 
are  furnished.'". 


(e)  Conforming  Amendments.— (1)  Section 
1902(a)(17)  of  such  Act  (42  U.S.C. 
1396a(a)(17))  is  amended  by  inserting 
•except  as  provided  in  subsection  (1)(3)," 
after  ••(17)". 

(2)  Section  1903(f)(4)  of  such  Act  (42 
U.S.C.  1396b(f)(4))  is  amended  by  inserting 
■for  any  individual  described  in  section 
1902(a)(10)(A)(ii)(IX)  or'  after  'as  medical 
assistance". 

(f)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  medical 
assistance  furnished  in  calendar  quarters 
beginning  on  or  after  July  1,  1987,  without 
regard  to  whether  or  not  final  regulations 
to  carry  out  the  amendments  have  been  pro- 
mulgated by  that  date. 

SK(  .  \f,Ui.  OITIDNAL  (OVKKACe  OK  KI.DKKI.V  AND 
OISAKI.KI)  P(><>K  FOR  Al.l.  MKDICAIO 
HKNKHTS 

(a)  Creation  of  New  Optional  Categori- 
cally Needy  Groups.— 

(1)  In  general.— Subsection  (a)(10)(A)(ii) 
of  section  1902  of  the  Social  Security  Act 
(42  use.  1396a).  as  amended  by  section 
4601(a)  of  this  subtitle,  is  amended— 

(A)  by  striking  ■or"  at  the  end  of  sub- 
clause (VIII). 

(B)  by  striking  the  semicolon  at  the  end  of 
subclause  (IX)  and  inserting  ■  ,  or",  and 

(C)  by  adding  at  the  end  the  following 
new  subclause: 

■■(X)  subject  to  sub.section  (m)(3).  who  are 
described  in  subsection  (m)(l):". 

(2)  Description  of  individuals.— Such 
section  is  further  amended  by  adding  after 
subsection  (1).  added  by  section  4601(b)  of 
this  subtitle,  the  following  new  subsection: 

■■(m)(l)  Individuals  described  in  this  para- 
graph are  individuals— 

■•(A)  who  are  65  years  of  age  or  older  or 
are  disabled  individuals  (as  determined 
under  section  1614(a)(3)), 

■■(B)  whose  income  las  determined  under 
section  1612  for  purposes  of  the  supplemen- 
tal security  income  program)  does  not 
exceed  an  income  level  established  by  the 
State  consistent  with  paragraph  (2)(A).  and 

■■(C)  whose  resources  (as  determined 
under  section  1613  for  purposes  of  the  sup- 
plemental security  income  program)  do  not 
exceed  (except  as  provided  in  paragraph 
(2)(B))  the  maximum  amount  of  resources 
that  an  individual  may  have  and  obtain  ben- 
efits under  that  program. 

"(2MA)  The  income  level  established 
under  paragraph  (1)(B)  may  not  exceed  a 
percentage  (not  more  than  100  percent)  of 
the  nonfarm  official  poverty  line  (as  defined 
by  the  Office  of  Management  and  Budget, 
and  revised  annually  in  accordance  with  sec- 
tion 673(2)  of  the  Omnibus  Budget  Recon- 
ciliation Act  of  1981)  applicable  to  a  family 
of  the  size  involved. 

■(B)  In  the  case  of  a  State  that  provides 
medical  assistance  to  individuals  not  de- 
scribed in  .section  1902(a)(10)(A)  and  at  the 
State^s  option,  the  State  may  use  under 
paragraph  (1)(C)  such  resource  level  (which 
is  higher  than  the  level  described  in  that 
paragraph)  as  may  be  applicable  with  re- 
spect to  individuals  described  in  paragraph 
(I)(A)  who  are  not  described  in  section 
1902(a)(10)(A).'. 

(b)  Requirement  of  Coverage  of  Certain 
Pregnant  Women  and  Children  and  Other 
Special  Rules.— Section  1902(m)  of  such 
Act.  as  added  by  subsection  (a)(2),  is  further 
amended  by  adding  at  the  end  the  following 
new  paragraphs: 

■  (3)  A  Stale  plan  may  not  provide  cover- 
age for  individuals  under  subsection 
(a)(10)(A)(ii)(X),   unless  the  plan  provides 
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coverage  of  some  of  the  individuals  de- 
scribed in  subsection  (1X1). 

■•(4)  Notwithstanding  subsection  (a)(17), 
for  individuals  described  in  paragraph  (1) 
who  are  covered  under  the  State  plan  by 
virtue  of  subsection  (a)(10)(A)(ii)(X)— 

"(A)  the  income  standard  to  be  applied  is 
the  income  standard  described  in  paragraph 
(1)(B).  and 

"(B)  except  as  provided  in  section 
1612(b)(4)(B)(ii).  costs  incurred  for  medical 
care  or  for  any  other  type  of  remedial  care 
shall  not  be  taken  into  account  in  determin- 
ing income. 

Any  different  treatment  provided  under  this 
paragraph  for  such  individuals  shall  not,  be- 
cause of  subsection  (a)(17).  require  or 
permit  such  treatment  for  other  individ- 
uals.". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  pay- 
ments to  States  for  calendar  quarters  begin- 
ning on  or  after  July  1.  1987.  without  regard 
to  whether  or  not  final  regulations  to  carry 
out  such  amendments  have  been  promulgat- 
ed by  such  date. 

SK(.  Jfill.l  OHTIONAI,  <0VKKA(;K  OF  H(M»K  MKI)I- 
(  AKK  KKNKHC  lAKIK.S  K(»K  MKDK  AKK 
(()ST-SIIAR1N(;  KXI'KNSKS. 

(a)  Eligibility  of  Qualified  Medicare 
Beneficiary.— Section  1902(a)(10)  of  the 
Social  Security  Act  (42  U.S.C.  1396a(a)(10)) 
is  amended— 

(1)  by  striking  "and"  at  the  end  of  sub- 
paragraph (C), 

(2)  by  inserting  "and"  at  the  end  of  sub- 
paragraph (D),  and 

■  (3)  by  inserting  after  subparagraph  <D) 
the  following  new  subparagraph: 

"(E)  at  the  option  of  a  State  but  subject  to 
subsection  (m)(3),  for  making  medical  assist- 
ance available  for  medicare  cost-sharing  (as 
defined  in  section  1905(p)(3))  for  qualified 
medicare  beneficiaries  described  in  section 
1905(o)(l);". 

(b)  Qualified  Medicare  Beneficiary  De- 
fined.—Section  1905  of  such  Act  (42  U.S.C. 
1396d)  is  amended  by  adding  at  the  end  the 
following  new  subsection: 

"(pKl)  The  term  qualified  medicare  bene- 
ficiary' means  an  individual— 

"(A)  who  is  entitled  to  hospital  insurance 
benefits  under  part  A  of  title  XVIII  (includ- 
ing an  individual  entitled  to  such  benefits 
pursuant  to  an  enrollment  under  section 
1818). 

"(B)  who.  but  for  section  1902(a)(10)(E) 
and  the  election  of  the  State,  is  not  eligible 
for  medical  assistance  under  the  plap, 

"(C)  whose  income  (as  determined  under 
section  1612  for  purposes  of  the  supplemen- 
tal security  income  program)  does  not 
exceed  an  income  level  established  by  the 
State  consistent  with  paragraph  (2)(A),  and 

"(D)  whose  resources  (as  determined 
under  section  1613  for  purposes  of  the  sup- 
plemental security  income  program)  do  not 
exceed  (except  as  provided  in  paragraph 
(2)(B))  the  maximum  amount  of  resources 
that  an  individual  may  have  and  obtain  ben- 
efits under  that  program. 

"(2)(A)  The  income  level  established 
under  paragraph  (1)(C)  may  not  exceed  a 
percentage  (not  more  than  100  percent)  of 
the  nonfarm  official  poverty  line  (as  defined 
by  the  Office  of  Management  and  Budget, 
and  revised  annually  in  accordance  with  sec- 
tion 673(2)  of  the  Omnibus  Budget  Recon- 
ciliation Act  of  1981)  applicable  to  a  family 
of  the  size  involved. 

"(B)  In  the  case  of  a  State  that  provides 
medical  assistance  to  individuals  not  de- 
scribed in  section  1902(a)(10)(A)  and  at  the 
State's  option,   the  State  may   use   under 


paragraph  (1)(D)  such  resource  level  (which 
is  higher  than  the  level  described  in  that 
paragraph)  as  may  be  applicable  with  re- 
spect to  individuals  described  in  paragraph 
(1)(A)  who  are  not  described  in  section 
1902(a)(10)(A).". 

(c)  Limited.  Medicare  Gap-Filling  Bene- 
fits.—Section  1902(a)(10)  of  such  Act  (42 
U.S.C.  1395a(a)(10)).  as  amended  by  section 
1(c)  of  this  subtitle,  is  amended,  in  the 
matter  after  subparagraph  (D)— 

(1)  by  striking  "and"  before  "(VII) ". 

(2)  by  inserting  before  the  semicolon  at 
the  end  the  following:  ",  and  (VIII)  the 
medical  assistance  made  available  to  a  quali 
fied  medicare  beneficiary  described  in  sec- 
tion 1905(p)(l)  shall  be  limited  to  medical 
assistance  for  medicare  cost-sharing  (de- 
scribed in  section  1905(p)(3)),  subject  to  the 
provisions  of  subsection  (n)  and  section 
1916(b)". 

(d)  Medicare  Cost-Sharing  Defined.— 
Section  1905(p)  of  such  Act.  as  added  by 
subsection  (b),  is  amended  by  adding  at  the 
end  the  following: 

"(3)  The  term  'medicare  cost-sharing' 
means  the  following  costs  incurred  with  re- 
spect to  a  qualified  medicare  beneficiary: 

"(A)  Premiums  under  part  B. 

■•(B)  Deductibles  and  coinsurance  de- 
.scribed  in  section  1813. 

"(C)  The  annual  deductible  described  in 
section  1833(b). 

■■(D)  The  difference  between  the  amount 
that  is  paid  under  section  1833(a)  and  the 
amount  that  would  be  paid  under  such  sec- 
tion if  any  reference  to  '80  percent'  therein 
were  deemed  a  reference  to  100  percent'. 
Such  term  also  may  include,  at  the  option 
of  a  State,  premiums  for  enrollment  of  a 
qualified  medicare  beneficiary  with  an  eligi- 
ble organization  under  section  1876.". 

(e)  Payment  Amounts.— Section  1902  of 
such  Act.  as  amended  by  sections  4601(b) 
and  4602(a)(2)  of  this  subtitle,  is  further 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"(n)  In  the  case  of  medical  assistance  fur- 
nished under  this  title  for  medicare  cost- 
sharing  respecting  the  furnishing  of  a  serv- 
ice or  item  to  a  qualified  medicare  benefici- 
ary, the  State  plan  may  provide  payment  in 
an  amount  with  respect  to  the  service  or 
item  that  results  in  the  sum  of  such  pay- 
ment amount  and  any  amount  of  payment 
made  under  title  XVIII  with  respect  to  the 
service  or  item  exceeding  the  amount  that  is 
otherwise  payable  under  the  State  plan  for 
the  item  or  service  for  eligible  individuals 
who  are  not  qualified  medicare  benefici- 
aries.". 

(f)  Requirement  of  Coverage  of  Certain 
Pregnant  Women  and  Children  and  Other 
Special  Rules.— 

(1)  Requiring  coverage  of  certain  preg- 
nant    WOMEN     and     children     AND     INCOME 

standard  to  be  used.— Section  1902(1)  of 
such  Act.  as  added  by  section  4602(a)(2)  of 
this  subtitle,  is  amended— 

(A)  in  paragraph  (3),  by  inserting  "or  cov- 
erage   under    subsection    (a)(10)(E)"    after 

"subsection  (a)(10)(A)(ii)(IX)".  and 

(B)  by  adding  at  the  end  the  following 
new  paragraph: 

"(5)  Notwithstanding  subsection  (a)(17). 
for  qualified  medicare  beneficiaries  de- 
scribed in  section  1905(p)(l)— 

"(A)  the  income  standard  to  be  applied  is 
the  income  standard  described  in  section 
1905(p)(l)(C).  and 

"(B)  except  as  provided  in  section 
1612(b)(4)(B)(ii,),  costs  incurred  for  medical 
care  or  for  any  other  type  of  remedial  care 
shall  not  be  taken  into  account  in  determin- 
ing income. 


Any  different  treatment  provided  under  this 
paragraph  for  such  individuals  shall  not,  be- 
cause of  subsection  (a)(17).  require  or 
permit  such  treatment  for  other  individ- 
uals.'". 

(2)  Effective  date  of  benefits.— Section 
190^e)  of  such  Act,  as  amended  by  section 
4601(d)  of  this  subtitle,  is  amended  by 
adding  at  the  end  the  following  new  para- 
graph: 

"(8)  If  an  individual  is  determined  to  be  a 
qualified  medicare  beneficiary  (as  defined  in 
section  1905(p)(l)),  such  determination 
shall  apply  to  services  furnished  after  the 
end  of  the  month  in  which  the  determina- 
tion first  occurs.  For  purposes  of  payment 
to  a  State  under  section  1903(a),  such  deter- 
mination shall  be  considered  to  be  valid  for 
an  individual  for  a  period  of  12  months, 
except  that  a  State  may  provide  for  such  de- 
terminations more  frequently,  but  not  more 
frequently  than  once  every  6  months  for  an 
individual."". 

<g)  Conforming  Amendments.— 

(1)  Treatment  of  benefits.— Section 
1902(a)(10)(C)  of  such  Act  (42  U.S.C. 
1396a(a)(10))  is  amended,  in  the  matter 
before  clause  (i).  by  inserting  "or  (E)"  after 
"subparagraph  (A)". 

(2)  Payment  of  medicare  premiums  and 
PART  A  deductible.— Section  1903(a)(1)  of 
such  Act  (42  U.S.C.  1396b(a)(l))  is  amend- 
ed- 

(A)  by  inserting  "deductible  amounts 
under  part  A  and"  after  "(including  expend- 
itures for", 

(B)  by  inserting  ^(and,  in  the  case  of 
qualified  medicare  beneficiaries  described  in 
section  1905(p)(l).  pan  A)"  after  ■premiums 
under  part  B  ".  and 

(C)  by  striking  'or  (B)"  and  inserting  "(B) 
are  qualified  medicare  beneficiaries  de- 
scribed in  section  1905' o)'l).  or  (C)'". 

(3)  Timing  of  benefits.— Section  1905(a) 
of  such  Act  (42  U.S.C.  1396d(a))  is  amended, 
in  the  matter  before  subdivision  (i).  by  in- 
serting "or.  in  the  case  of  a  qualified  medi- 
care beneficiary  described  in  section 
1905(p)(l),  if  provided  after  the  month  in 
which  the  individual  becomes  such  a  benefi- 
ciary "  after  "makes  application  for  assist- 
ance ". 

(4)  Copayments.— 

(A)  Section  1902(aH15)  of  such  Act  (42 
U.S.C.  1396a(a)(15))  is  amended  by  inserting 
'are  not  qualified  medicare  beneficiaries  (as 
defined  in  section  1905(p)(l))  but"  after 
■older  who"". 

(B)  Subsections  (a)  and  (b)  of  section  1916 
of  such  Act  (42  U.S.C.  1396o)  are  each 
amended  by  striking  "section 
1902(a)(10)(A)'"  and  inserting  "subpara- 
graph (A)  or  (E)  of  section  1902(a)(10)"". 

(h)  Effective  Date.— The  amendments 
made  by  this  section  apply  to  payments 
under  title  XIX  of  the  Social  Security  Act 
for  calendar  quarters  beginning  on  or  after 
July  1.  1987.  without  regard  to  whether  or 
not  final  regulations  to  carry  out  such 
amendments  have  been  promulgated  by 
such  date. 

SK(  .  46(11.  MKtJK  AH)  KLICiBIMTY  K(IK  Qt  AIJKIED 
SKVKREI.Y  IMHAIKKI)  IMHVIDIALS. 

(a)  As  Categorically  Needy.— Section 
1902(a)(10)(A)(i)(n)  of  the  Social  Security 
Act  (42  U.S.C.  1396a(a)(10)(A)(i)(II))  is 
amended  by  inserting  "or  who  are  qualified 
severely  impaired  individuals  (as  defined  in 
section  1905(q)) "  after  "title  XVI". 

(b)  Description  of  Qualified  Severely 
Impaired  Individuals.— Section  1905  of  such 
Act  (42  U.S.C.  1396d),  as  amended  by  section 
4603(b)   of    this   subtitle,    is    amended    by 
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adding  at  the  end  the  following  new  subsec- 
tion: 

•(q)  The  term  qualified  severely  impaired 
individual'  means  an  individual  under  age 
65- 

•■(1)  who  received  (A)  a  payment  of  sup- 
plemental security  income  benefits  under 
section  1611(b)  on  the  basis  of  blindness  or 
disability.  <B)  a  supplementary  payment 
under  section  1616  of  this  Act  or  under  sec- 
tion 212  of  Public  Law  93-66  on  such  basis. 
(C)  a  payment  of  monthly  benefits  under 
section  1619(a).  or  (D)  a  supplementary  pay- 
ment under  section  1616(c)(3).  and 

(2)  for  so  long  as  the  Secretary  deter- 
mines that— 

■■(A)  the  individual  continues  to  be  blind 
or  continues  to  have  the  disabling  physical 
or  mental  impairment  on  the  basis  of  which 
he  was  found  to  be  under  a  disability  and. 
except  for  his  earnings,  continues  to  meet 
all  non-disability-related  requirements  for 
eligibility  for  benefits  under  title  XVI. 

"(B)  the  income  of  such  individual  would 
not.  except  for  his  earnings,  be  equal  to  or 
in  excess  of  the  amount  which  would  cause 
him  to  be  ineligible  for  payments  under  sec- 
tion 1611(b)  (if  he  were  otherwise  eligible 
for  such  payments). 

••(C)  the  lack  of  eligibility  for  benefits 
under  this  title  would  seriously  inhibit  his 
ability  to  continue  or  obtain  employment. 
and 

••(D)  the  individuals  earnings  are  not  suf- 
ficient to  allow  him  to  provide  for  himself  a 
reasonable  equivalent  of  the  benefits  under 
title  XVI  and  this  title  and  attendant  care 
paid  for  under  title  XX  which  would  be 
available  to  him  in  the  absence  of  such 
earnings". 

(c)  Effective  Date.— (1)  The  amendments 
made  by  this  section  apply  (except  as  pro- 
vided under  paragraph  (2))  to  payments 
under  title  XIX  of  the  Social  Security  Act 
for  calendar  quarters  beginning  on  or  after 
July  1.  1987.  without  regard  to  whether  reg- 
ulations to  implement  such  amendments  are 
promulgated  by  such  date. 

(2)  In  the  case  of  a  State  plan  for  medical 
assistance  under  title  XIX  of  the  Social  Se- 
curity Act  which  the  Secretary  of  Health 
and  Human  Services  determines  requires 
State  legislation  (other  than  legislation  ap- 
propriating funds)  In  order  for  the  plan  to 
meet  the  additional  requirements  imposed 
by  'he  amendments  made  by  this  section, 
the  State  plan  shall  not  be  regarded  as  fail- 
ing to  comply  with  the  requirements  of  such 
title  solely  on  the  basis  of  its  failure  to  meet 
these  additional  requirements  before  the 
first  day  of  the  first  calendar  quarter  begin- 
ning after  the  close  of  the  first  regular  ses- 
sion of  the  State  legislature  that  begins 
after  the  date  of  the  enactment  of  this  Act. 

SEf.  4«05.  fI.ARIII(  .\TI«)N  <>K  KI.KilBII.ITV  <»K 
HOMCI.KSS  INDIVint  AI.S 

Section  1902(b)(2)  of  the  Social  Security 
Act  (42  U.S.C.  1396a(b)(2))  is  amended  by 
inserting  before  the  semicolon  the  follow- 
ing: ■•.  regardless  of  whether  or  not  the  resi- 
dence is  maintained  permanently  or  at  a 
fixed  address". 

SEf.  «««6.  TRE.ATMENT  OK  IN<<t.MK  AM)  RK- 
SOIRCES  REQI  IKKI)  TO  BK  PAID 
I  NDER  SPOtSAI,  A.ND  (  HILI)  SI  KPORT 
ORDERS. 

(a)  In  General.— Section  1902  of  the 
Social  Security  Act  (42  U.S.C.  1396a).  as 
amended  by  sections  4601(b).  4602(a)(2).  and 
4603(e)  of  this  part,  is  further  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

■'(0)  In  applying  sul»section  (a)(17)  and 
notwithstanding  any  provision  in  that  sub- 


section to  the  contrary,  in  determining  the 
income  and  resources  of  an  individual  who 
is  in  an  institution,  the  individual  shall  not 
be  considered  to  have  available  to  him  or 
her  income  or  resources  which  are  required 
to  be  paid  under  court  order  for  the  support 
of  the  individual's  spouse  or  child.". 

(b)  Effective  Date.— (1)  Subject  to  para- 
graph (2).  the  amendment  made  by  subsec- 
tion (a)  shall  apply  to  medical  assistance 
furnished  on  or  after  the  date  of  the  enact- 
ment of  this  Act.  without  regard  to  whether 
or  not  regulations  to  implement  such 
amendment  is  promulgated  before  such 
date. 

(2)  Such  amendment  shall  only  apply  to 
States  the  policy  or  practice  of  which  (as  of 
July  22,  1986.  and  without  regard  to  wheth- 
er or  not  such  policy  or  practice  has  been 
approved  by  the  Health  Care  Financing  Ad- 
ministration) is  consistent  with  section 
1902(0)  of  the  Social  Security  Act  (as  added 
by  such  amendment). 

SE«  IRDT  t'AVMKNT  KOR  AI,lt:NS  INDER  MKIIK- 
AIi>. 

(a)  In  General.— Section  1903(i)  of  the 
Social  Security  Act  (42  U.S.C.  1396b(i))  is 
amended— 

(1)  by  striking  the  period  at  the  end  of 
paragraph  (7)  and  inserting  ■;  or',  and 

(2)  by  adding  at  the  end  the  following  new- 
paragraph: 

■■(8)  for  medical  assistance  furnished  to  an 
alien  who  is  not  lawfully  admitted  for  per- 
manent residence  or  permanently  residing 
in  the  United  States  under  color  of  law.^. 

(b)  Conforming  Amendment.— Section 
1902(a)  of  such  Act  (42  U.S.C.  1396a(a))  is 
amended  by  adding  at  the  end  the  follow- 
ing: •Notwithstanding  paragraph  (10)  or 
any  other  provision  of  this  sub.section.  noth- 
ing in  this  title  shall  be  construed  as  requir- 
ing a  State  plan  to  provide  medical  assist- 
ance with  respect  to  an  alien  who  is  not  law- 
fully admitted  for  permanent  residence  or 
otherwise  permanently  residing  in  the 
United  States  under  color  of  law.". 

(c)  Effective  Date.— The  amendments 
made  by  subsection  (a)  shall  apply  to  medi- 
cal assistance  furnished  to  aliens  on  or  after 
January  1.  1987.  The  amendment  made  by 
subsection  (b)  shall  apply  to  medical  assist- 
ance furnished  to  in(lividuals  on  and  after 
the  date  of  the  enactment  of  this  Act. 

F.ART  2— PROVISION  OF  SKRVICKS  INDKR 
WAIVER  .^ITHORITY 

SE<.  ISM  PKR.MITTINC  STATKS  TO  OKKKK  HOMK 
AM>  fOMMlMTVHASKI)  SKRVICKS 
TO  LOW  IMO.MK  INI)IVIl)i  Al-S  WITH 
AlQl  IRKI)  IMMl  NE  1»KK1(  IKNt  Y  SVN 
nRO.MK  cAlUSi  OR  WITH  AII)S-REI..\T 
El)  CONDITIONS. 

(a)  Permitting  Hospital  Level  of  Care.— 
Section  1915(c)(1)  of  the  Social  Security  Act 
(42  U.S.C.  1396n(c)(l)).  as  amended  by  sec- 
tion 9502(b)(1)  of  the  Consolidated  Omni- 
bus Budget  Reconciliation  Act  of  1985.  is 
amended  by  inserting  before  the  period  the 
following:  •'or  because  they  have  been  diag- 
nosed as  having  acquired  immune  deficiency 
syndrome  (AIDS)  or  AIDS-related  condi- 
tions the  cost  of  treatment  with  respect  to 
which  is  reimbursed  under  the  State  plan". 

(b)  Computing  Expenditures  for  Certain 
Patients  with  AIDS  or  AIDS-Related  Con- 
ditions.—Section  1915(c)(7)  of  such  Act.  as 
added  by  section  9502(d)  of  the  Consolidat- 
ed Omnibus  Budget  Reconciliation  Act  of 
1985.  is  amended— 

(1)  by  in.serting  '(A)"  after  ■(7)".  and 

(2)  by  adding  at  the  end  the  following  new 
subparagraph: 

••(B)  In  making  estimates  under  para- 
graph (2)(D)  in  the  case  of  a  waiver  which 


applies  only  to  individuals  with  acquired 
immune  deficiency  syndrome  (AIDS),  or 
with  AIDS-related  conditions,  or  with 
either,  who  are  inpatients  in  hospitals  or  in 
skilled  nursing  or  intermediate  care  facili- 
ties, the  State  may  determine  the  average 
per  capita  expenditure  which  would  have 
been  made  in  a  fiscal  year  for  those  individ- 
uals under  the  State  plan  separately  from 
the  expenditure  for  other  individuals  who 
are  inpatients  of  those  respective  facilities." 

(c)  Providing  Case  Management  Services 
TO  Patients  with  AIDS  and  AIDS-Related 
Conditions.— Section  1915(g)(1)  of  such 
Act.  as  added  by  section  9508(a)  of  the  Con- 
solidated Omnibus  Budget  Reconciliation 
Act  of  1985.  is  amended  by  adding  at  the 
end  the  following:  "A  State  may  limit  the 
provision  of  case  management  services 
under  this  subsection  to  individuals  with  ac- 
quired immune  deficiency  syndrome 
(AIDS),  or  with  AIDS-related  conditions,  or 
with  either." 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  applica- 
tions for  waivers  (or  renewals  thereof)  ap- 
proved on  or  after  the  date  of  the  enact- 
ment of  this  Act. 

SKI.  if,\l.  PERMITTINC;  states  TO  OFFER  HOME 
AND  (OMMINITY-BASEI)  SERVICES 
TO  I.OW-IN(<)MK  INDIVIDl  AI.S  WITH 
<  HKONU   MENTAL  ILLNESS. 

(a)  Permitting  Hospital  Level  of  Care.— 
Section  1915(c)(1)  of  the  Social  Security  Act 
(42  U.S.C.  1396n(c)(l)).  as  amended  by  sec- 
tion 9502(b)(1)  of  the  Consolidated  Omni- 
bus Budget  Reconciliation  Act  of  1985,  is 
amended  by  inserting  before  the  period  the 
following:  'or  because  they  have  chronic 
mental  illness  the  cost  of  treatment  with  re- 
spect to  which  is  reimbursed  under  the 
State  plan^. 

(b)  Waiver  of  Comparability  Require- 
ment.—The  first  sentence  of  section 
1915(c)(3)  of  such  Act  is  amended  by  strik- 
ing all  that  follows  •stalewideness)"  and  in- 
serting -and  section  1902(a)(10)(B)  (relating 
to  comparability  of  medical  assistance).". 

(c)  Computing  Expenditures  for  Certain 
Patients  With  Chronic  Mental  Illness.— 
Section  1915(c)(7)  of  such  Act,  as  added  by 
.section  9502(d)  of  the  Consolidated  Omni- 
bus Budget  Reconciliation  Act  of  1985  and 
as  amended  by  section  46011(b)  of  this  sub- 
title, is  amended  by  adding  at  the  end  the 
following  new  subparagraph: 

•(C)  In  making  estimates  under  para- 
graph (2)(D)  in  the  case  of  a  waiver  which 
applies  only  to  individuals  with  chronic 
mental  illness,  who  are  inpatients  in  hospi- 
tals or  in  skilled  nursing  or  intermediate 
care  facilities,  the  State  may  determine  the 
average  per  capita  expenditure  which  would 
have  been  made  in  a  fiscal  year  for  those  in- 
dividuals under  the  State  plan  separately 
from  the  expenditure  for  other  individuals 
who  are  inpatients  of  those  respective  facili- 
ties.". 

(d)  Providing  Case  Management  Services 
TO  Patients  With  Chronic  Mental  Ill- 
ness.—Section  1915(g)(1)  of  such  Act,  as 
added  by  section  9508(a)  of  the  Consolidat- 
ed Omnibus  Budget  Reconciliation  Act  of 
1985  and  as  amended  by  section  46011(c)  of 
this  subtitle,  is  amended  by  adding  at  the 
end  the  following:  "A  State  may  limit  the 
provision  of  case  management  services 
under  this  subsection  to  individuals  with 
chronic  menial  illness.". 

(e)  Providing  Certain  Other  Services  to 
Patients  With  Chronic  Mental  Illness.— 
Section  1915(c)(4)(B)  of  such  Act  is  amend- 
ed by  inserting  before  the  period  at  the  end 
the  following:    "and  for  day  treatment  or 
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other  partial  hospitalization  services,  psy- 
chosocial rehabilitation  services,  and  clinic 
services  (whether  or  not  furnished  in  a  facil- 
ity) for  individuals  with  chronic  mental  ill- 
ness". 

(f)  Effective  Date— The  amendments 
made  by  this  section  shall  apply  to  applica- 
tions for  waivers  (or  renewals  thereof)  ap- 
proved on  or  after  the  date  of  the  enact- 
ment of  this  Act. 

SKC.    l«i:i.  HAIVKK   AITIIORITY    H»R  TIIK  CMKON- 
U  AI.I.V   .MKNTAI.I.V   II.I.  IIKMONSTRA 

TioN  pr<h:ra.>i. 

(a)  In  General.— The  Secretary  of  Health 
and  Human  Services  may.  in  accordance 
with  this  section,  waive  certain  provisions  of 
title  XIX  of  the  Social  Security  Act  in  order 
to  allow  States  to  implement  demonstration 
programs  to  improve  the  continuity,  quality, 
and  cost-effectiveness  of  mental  health  serv- 
ices available  to  chronically  mentally  ill 
medicaid  beneficiaries. 

(b)  Conditions  of  Waiver.— A  waiver 
shall  be  granted  under  this  subsection  with 
respect  to  a  demonstration  program  only 
if- 

(1)  the  demonstration  program  is  receiv- 
ing funding  from  the  Robert  Wood  Johnson 
Foundation  and  the  Department  of  Housing 
and  Urban  Development  under  their  "Pro- 
gram for  the  Chronically  Mentally  III", 

(2)  the  State  provides  assurances  satisfac- 
tory to  the  Secretary  that  under  such 
waiver— 

(A)  the  average  per  capita  expenditure  es- 
timated by  the  State  in  any  fiscal  year  for 
medical  assistance  for  mental  health  serv- 
ices provided  with  respect  to  individuals  cov- 
ered under  the  program  does  not  exceed  100 
percent  of  the  average  per  capita  expendi- 
ture that  the  State  reasonably  estimates 
would  have  been  made  in  that  fiscal  year  for 
expenditures  under  the  State  plan  for  such 
services  for  such  individuals  if  the  waiver 
had  not  been  granted,  and 

(B)  there  will  be  no  reduction  or  limita- 
tion in  benefits  to  a  medicaid  beneficiary 
under  the  program. 

<c)  Provisions  That  Can  Be  Waived.— 
The  authority  under  this  section  extends 
only  to  the  following,  as  they  relate  to  the 
provision  of  mental  health  services: 

(DA  waiver  of  the  requirements  of  sec- 
tions 1902(a)(1),  1902(a)(10)(B),  1902(a)(23), 
and  1902(a)(30)  and  clauses  (i)  and  (ii)  of 
section  1903(m)(2)  of  the  Social  Security 
Act. 

(2)  Including  as  "medical  assistance" 
under  the  State  plan  case  management  serv- 
ices with  respect  to  mentally  ill  patients,  ha- 
bilitation  services  (as  defined  in  section 
1915(c)(5)  of  such  Act),  day  treatment  or 
other  partial  hospitalization  services,  resi- 
dential services  (other  than  room  and 
board),  psychosocial  rehabilitation  services, 
clinic  services  (whether  or  not  furnished  in 
a  facility),  and  such  other  services  as  the 
State  may  request  and  the  Secretary  may 
approve  for  individuals  covered  under  the 
demonstration  project. 

(d)  Duration  of  Waiver.— (1)  A  waiver 
under  this  section  shall  be  for  an  initial 
term  of  three  years  which  may  be  extended 
for  an  additional  two-year  term.  The  re- 
quest of  a  State  for  extension  of  such  a 
waiver  shall  be  deemed  granted  unless  the 
Secretary  denies  such  request  in  writing 
within  90  days  after  the  date  of  its  submis- 
sion to  the  Secretary. 

(2)  The  authority  to  approve  a  waiver 
under  this  section  extends  only  during  the 
five-year  period  beginning  on  October  1, 
1986. 

(d)  Incorporation  of  Certain  Provi- 
sions.—Subsections  (c)(6)  and  (e)(1)  of  sec- 


tion 1915  of  the  Social  Security  Act  shall 
apply  to  a  waiver  under  this  section  in  the 
same  manner  as  they  apply  to  a  waiver 
under  that  section. 

(e)  Report.— The  Secretary  shall  report, 
not  later  than  January  1.  1993,  to  Congress 
on  the  cost,  accessibility,  utilization,  and 
quality  of  services  provided  under  waivers 
granted  under  this  section. 

(f)  Waiver  of  Paperwork  Reduction.— 
Chapter  35  of  title  44,  United  States  Code, 
shall  not  apply  to  information  required  for 
purposes  of  carrying  out  this  section  and 
implementing  the  amendments  made  by 
this  part. 

SKC.  ISIl.  ( ONTIM  .^T1(»N  OK  "(ASE-MANAiiKI) 
MKDU  Al.  (ARK  KOR  MRSIMJ  HOMK 
HATIKNTS"  DKMONSTR.ATION 

PROJKCT 

(a)  Approval  of  Application.— The  Secre- 
tary of  Health  and  Human  Services  shall 
approve  any  application  for  a  waiver  of  any 
requirement  of  title  XVIII  or  XIX  of  the 
Social  Security  Act  necessary  to  provide  for 
continuation,  from  July  1.  1987,  through 
June  30.  1989.  of  the  Case-Managed  Medi- 
cal Care  for  Nursing  Home  Patients"  dem- 
onstration project  (a95-P-98346/l-01)  car- 
ried out  pursuant  to  section  222  of  the 
Social  Security  Amendments  of  1972.  sec- 
tion 402  of  the  Social  Security  Amendments 
of  1967.  and  section  1115  of  the  Social  Secu- 
rity Act  by  the  Department  of  Public  Wel- 
fare, Commonwealth  of  Massachusetts. 

(b)  Terms  and  Conditions.— The  Secre- 
tary's approval  of  an  application  (or  renewal 
of  an  application)  under  subsection  (a)  shall 
be  on  the  same  terms  and  conditions  as  ap- 
plied to  the  demonstration  project  on  July 
1.  1986. 

HART  3— P.WMENTS 
SEt.  J621.  HOI.I)l\(;  STATKS  HAR.MI.ESS  in  KISt  Al, 
VKAK    IS"*:   A(iAINST  A   l)E(  RKA.>«E   IN 
TIIK  KKOKRAI.  «KI)I(  Al.  ASSI.STANCK 
PKR(KNTA<;E 

(a)  In  General —Section  9528  of  the  Con- 
solidated Omnibus  Budget  Reconciliation 
Act  of  1985  is  amended  by  adding  at  the  end 
the  following  new  subsection: 

"(c)  Hold  Harmless  Provision.— Notwith- 
standing subsection  (b).  for  calendar  quar- 
ters occurring  during  fiscal  year  1987  and 
only  for  purposes  of  making  payment  to  a 
State  under  section  1903  of  the  Social  Secu- 
rity Act.  the  amendments  made  by  subsec- 
tion (a)  shall  not  apply  to  a  State  if  the 
effect  of  the  applying  the  amendments 
would  be  to  reduce  the  amount  of  payment 
made  to  the  State  under  that  section.". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  be  effective  as 
though  it  had  been  included  in  the  Consoli- 
dated Omnibus  Budget  Reconciliation  Act 
of  1985  at  the  time  of  its  enactment. 

PART  1— OTHER  QIALITY  AND  EFKICIENCV 
.MEASURES 

.SKC  1S.11.  INDKPKNDKNT  Ql  AI.ITV  RKVIEW  OK 
HMO  SKKVK  KS. 

(a)  In  General.— Section  1902(a)(30)  of 
the  Social  Security  Act  (42  U.S.C 
1396a(a)(30))  is  amended  by  adding  at  the 
end  the  following  new  subparagraph: 

"(C)  provide  a  utilization  and  quality  con- 
trol peer  review  organization  (under  part  B 
of  title  XI)  or  a  private  accreditation  body 
to  conduct  (on  an  annual  basis)  an  inde- 
pendent, external  review  of  the  quality  of 
services  furnished  under  each  contract 
under  section  1903(m),  with  the  results  of 
such  review  made  available  to  the  State  and, 
upon  request,  to  the  Secretary,  the  Inspec- 
tor General  in  the  Department  of  Health 
and  Human  Services,  and  the  Comptroller 
General;". 


(b)  Conforming  Amendments.— ( 1 )  Section 
1902(d)  of  such  Act  (42  U.S.C.  1396a(d))  is 
amended  by  inserting  (including  quality 
review  functions  described  in  subsection 
(a)(30)(C))"  after  "medical  or  utilization 
review  functions". 

(2)  Section  1903(a)(3)(C)  of  such  Act  (42 
U.S.C.  1396b(a)(3)(C))  is  amended  by  Insert- 
ing "or  quality  review"  after  "medical  and 
utilization  review". 

(c)  Effective  DATE.-The  amendments 
made  by  this  section  apply  to  payments 
under  title  XIX  of  the  Social  Security  Act 
for  calendar  quarters  beginning  on  or  after 
July  1,  1987.  without  regard  to  whether  or 
not  final  regulations  to  carry  out  such 
amendments  have  been  promulgated  by 
such  date. 

SEt.  1632.  CLARIKK  ATION  OF  KLEXIRILITY  OF 
.STATE  ITILIZ^TION  REVIEW  SYS- 
TEMS 

(a)  In  General.— Section  1902(h)  of  the 
Social  Security  Act.  as  inserted  by  the 
amendment  made  by  section  4633(a)  of  this 
subtitle,   is  further  amended  by  inserting 

(1)"  after  -(h)"  and  by  adding  at  the  end 
the  following  new  paragraph: 

"(2)  Nothing  in  this  title  (including  sub- 
sections (a)(4)  and  (a)(30)  of  t  lis  section) 
shall  be  construed  as  authorizing  the  Secre- 
tary to  require  that  States  operate  second 
surgical  opinion  programs  or  inpatient  hos- 
pital preadmission  review  programs.". 

lb)  Report. -d)  The  Secretary  of  Health 
and  Human  Services  shall  report  to  Con- 
gress, by  not  later  than  January  1,  1992.  for 
each  State  in  a  representative  sample  of 
States- 

(A)  the  identity  of  those  procedures  which 
are  high  volume  or  high  cost  procedures 
among  patients  who  are  covered  under  the 
State  medicaid  plan. 

(B)  the  payment  rales  under  those  plans' 
for   such    procedures,    and    the    aggregate 
annual  payment  amounts  made  under  such 
plans   for  such   procedures   (including  the 
Federal  share  of  such  payment  amounts), 

(C)  the  extent  of  geographic  variation  in 
the  rate  of  performance  of  such  procedures 
for  small  areas  within  each  State  and 
among  such  States. 

(D)  the  rate  at  which  each  such  procedure 
is  performed  on  medicaid  patients  compared 
to  the  rate  at  which  such  procedure  is  per- 
formed on  privately  insured  patients,  and 

(E)  with  respect  to  each  such  procedure, 
the  number  of  board  certified  or  board  eligi- 
ble physicians  in  the  State  who  (i)  now  per- 
form the  procedure,  and  (ii)  are  willing  to 
provide  second  opinions  (of  the  type  de- 
scribed in  section  1164  of  the  Social  Security 
Act)  for  the  procedure  at  prevailing  pay- 
ment rates  under  the  State  medicaid  plan. 

(2)  Such  report  shall  also  include  a  list  of 
those  surgical  procedures  which  the  Secre- 
tary believes  meet  the  following  criteria  and 
for  which  a  mandatory  second  opinion  pro- 
gram under  medicaid  plans  may  be  appro- 
priate: 

(A)  The  procedure  is  one  which  generally 
can  be  postponed  without  undue  risk  to  the 
patient. 

(B)  The  procedure  is  a  high  volume  proce- 
dure among  patients  who  are  covered  under 
State  medicaid  plans  or  is  a  high  cost  proce- 
dure. 

(C)  The  procedure  has  a  comparatively 
high  rate  of  nonconfirmation  upon  exami- 
nation by  another  qualified  physician,  there 
is  substantial  geographic  variation  in  the 
rates  of  performance  of  the  procedure,  or 
there  are  other  reasons  why  requiring 
second  opinions  for  100  percent  of  such  pro- 
cedures would  be  cost  effective. 
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(3)  Such  report  shall  also  include  an  iden- 
tification of  those  underutilized,  medically 
necessary,  diagnostic  and  treatment  proce- 
dures and  services  for  which— 

(A)  a  failure  to  furnish  could  have  an  ad- 
verse effect  on  health  status,  and 

(B)  the  rate  of  utilization  by  medicaid 
beneficiaries  is  significantly  less  than  the 
rate  for  comparable,  age-adjusted  popula- 
tions. 

(4)  In  this  subsection,  the  term  •medicaid 
plan"  means  a  State  plan  approved  under 
title  XIX  of  the  Social  Security  Act. 

SEf.  4«33.  ILARIKUATION  (»r  KI.KXIHII.ITY  K(»K 
STATE  MEDU  All)  PAYMENT  SYSTEMS 
FOR  INPATIENT  SERVU  ES. 

(a)  In  General.— Section  2173  of  the  Om- 
nibus Budget  Reconciliation  Act  of  1981 
(Public  Law  97-35.  95  Stat.  809)  is  amended 
by  adding  at  the  end  the  following  new  sub- 
section: 

"(d)  Section  1902  of  such  Act  is  further 
amended  by  inserting  before  subsection  (i) 
the  following  new  subsection: 

•  (h)  Nothing  in  this  title  (including  sub- 
sections (a)(13)  and  (a)(30)  of  this  section) 
shall  be  construed  as  authorizing  the  Secre- 
tary to  limit  the  amount  of  payment  that 
may  be  made  under  a  plan  under  this  title 
with  respect  to  inpatient  hospital  services, 
skilled  nursing  facility  services,  or  interme- 
diate care  facility  services,  including  any 
such  limitation  relating  to  the  amount  that 
can  reasonably  be  estimated  would  have 
been  paid  for  such  services  under  the  reim- 
bursement principles  applicable  under  title 

xviii.-.  ■. 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a>  Act  shall  apply  as 
though  it  was  included  in  the  enactment  of 
the  Omnibus  Budget  Reconciliation  Act  of 
1981  (Public  Law  97-35). 

SEl.  IMI.  EINAN(  lAI.  l)ISt  I.OSIRE  REQI  IREMENTS 
FOR  HMOS 

(b)  Disclosure  of  Interlocking  Rela- 
tionships.—Section  1903(m)  of  the  Social 
Security  Act  (42  U.S.C.  1396b(m))  is  amend- 
ed- 

(1)  in  paragraph  (2)(A)— 

(A)  by  striking  and"  at  the  end  of  clause 
(vi). 

(B)  by  striking  the  period  at  the  end  of 
clause  (vii)  and  inserting  ".  and",  and 

(C)  by  adding  after  clause  (vii)  the  follow- 
ing new  clause: 

"(viii)  such  contract  provides  for  disclo- 
sure of  information  in  accordance  with  sec- 
tion 1124  and  paragraph  (4)  of  this  subsec- 
tion."; and 

(2)  by  adding  at  the  end  the  following  new 
paragraph: 

"(4)(A)  Each  health  maintenance  organi- 
zation which  is  not  a  qualified  health  main- 
tenance organization  (as  defined  in  section 
1310(d)  of  the  Public  Health  Service  Act) 
must  report  to  the  State  and.  upon  request, 
to  the  Secretary,  the  Inspector  General  of 
the  Department  of  Health  and  Human  Serv- 
ices, and  the  Comptroller  General  a  descrip- 
tion of  transactions  between  the  organiza- 
tion and  a  party  in  interest  (as  defined  in 
section  1318(b)  of  such  Act),  including  the 
following  transactions: 

"(i)  Any  sale  or  exchange,  or  leasing  of 
any  property  between  the  organization  and 
such  a  party. 

"(ii)  Any  furnishing  for  consideration  of 
goods,  services  (including  management  serv- 
ices), or  facilities  l)etween  the  organization 
and  such  a  party,  but  not  including  salaries 
paid  to  employees  for  services  provided  in 
the  normal  course  of  their  employment. 

•(iii)  Any  lending  of  money  or  other  ex- 
tension of  credit  between  the  organization 
and  such  a  party. 


The  State  or  Secretary  may  require  that  in- 
formation reported  respecting  an  organiza- 
tion which  controls,  or  is  controlled  by,  or  is 
under  common  control  with,  another  entity 
be  in  the  form  of  a  consolidated  financial 
statement  for  the  organization  and  such 
entity. 

"(B)  Each  organization  shall  make  the  in- 
formation reported  pursuant  to  subpara- 
graph (A)  available  to  its  enrollees  upon 
reasonable  request.". 

(b)  Approval  of  Contractual  Expendi- 
tures BY  HHS.-Section  1903(m)(2)(A)(iii) 
of  the  Social  Security  Act  (42  U.S.C. 
1396b(m)(2)(A)(iii)  is  amended  by  inserting 
before  the  semicolon  the  following:  "and 
under  which  the  Secretary  must  provide 
prior  approval  for  contracts  providing  for 
expenditures  in  excess  of  $100,000". 

(c)  Effective  Dates.— (1)  The  amend- 
ments made  by  subsection  (a)  shall  take 
effect  6  months  after  the  date  of  the  enact- 
ment of  this  Act. 

(2)  The  amendment  made  by  subsection 
(b)  shall  take  effect  on  the  date  of  the  en- 
actment of  this  Act  and  shall  apply  to  con- 
tracts entered  into,  renewed,  or  extended 
after  the  end  of  the  30-day  period  beginning 
on  the  date  of  the  enactment  of  this  Act. 

SEC.   )fi.1.i.   I>EI.E(;ATI0N   to   INSPECTOR  CENERAI. 

OK  aithority  over  state  MEIIU 

All)  KRAI  1)  control  I  nits. 

Section  1903(q)  of  the  Social  Security  Act 
(42  U.S.C.  1396b(q))  is  amended  by  adding 
at  the  end  the  following  new  sentence: 
"The  Secretary  shall  provide  (or  continue  to 
provide)  for  the  delegation  of  the  Secre- 
tary's authority  under  this  subsection  to  the 
Inspector  General  in  the  Department  of 
Health  and  Human  Services.". 

SEC.   4«.16.  «<)BRA  TEC  IINH  Al.  CORRECTIONS  AND 
C  I.ARIKU  ATIONS    REI.ATINC.    TO   THE 

MEDIC  All)  proc;ram. 
(a)(1)  Section  1905(a)  of  the  Social  Securi- 
ty Act  (42  U.S.C.  1395d(a))  is  amended— 

(A)  by  striking  "and"  al  the  end  of  para- 
graph (18). 

(B)  by  redesignating  paragraph  (19)  as 
paragraph  (20).  and 

(C)  by  inserting  after  paragraph  (18)  the 
following  new  paragraph: 

"(19)  case-management  services  (as  de- 
fined in  section  1915(g)(2)):  and". 

(2)  Section  1902(j)  of  such  Act  (42  U.S.C. 
1396a(j)).  as  amended  by  section  9505(d)(1) 
of  the  Consolidated  Omnibus  Budget  Rec- 
onciliation Act  of  1985.  is  amended  by  strik- 
ing "(19)"  and  inserting  "(20)". 

(3)  Section  1902(a)(10)(C)(iv)  of  such  Act 
(42  U.S.C.  1396a(a)(10)(C)(iv)),  as  amended 
by  section  9505(d)(2)  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985. 
is  amended  by  striking  through  (18)"  and 
inserting  "through  ( 19)". 

(b)  Section  1902(a)(13)(D)  of  the  Social 
Security  Act  (42  U.S.C.  1396a(a)(13)(D)),  as 
inserted  by  section  9505(c)(1)(C)  of  the  Con- 
solidated Omnibus  Budget  Reconciliation 
Act  of  1985  and  as  amended  and  redesignat- 
ed by  paragraphs  (2)  and  (3)  of  section 
9509(a)  of  such  Act,  is  amended  by  adding 
"and"  at  the  end. 

(c)  Section  9506  of  the  Consolidated  Om- 
nibus Budget  Reconciliation  Act  of  1985  is 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"(c)  Exception.— The  amendment  made 
by  subsection  (a)  shall  not  apply  to  any 
trust  or  initial  trust  decree  established  prior 
to  April  7,  1986,  solely  for  the  benefit  of  a 
mentally  retarded  individual  who  resides  in 
an  intermediate  care  facility  for  the  mental- 
ly retarded.". 

(d)  Section  1903(m)(2)(F)  of  the  Social  Se- 
curity  Act   (42   U.S.C.    1396b(m)(2)(F)).   as 


amended  by  section  9517(a)(2)(A)  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  of  1985,  is  amended  by  striking  "in 
the  case"  and  inserting  "In  the  case". 

(e)  Section  9517(c)(2)  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985 
is  amended— 

(1)  in  subparagraph  (A),  by  adding  at  the 
end  the  following:  "For  purposes  of  this 
paragraph,  a  health  insuring  organization  is 
not  considered  to  be  operational  until  the 
date  on  which  it  first  enrolls  patients."; 

(2)  in  subparagraph  (B).  by  striking  "(iv)" 
and  inserting  "(vi)";  and 

(3)  by  adding  at  the  end  the  following  new 
subparagraph: 

(C)  In  the  case  of  the  Hartford  Health 
Network.  Inc..  clauses  (ii)  and  (vi)  of  section 
1903(m)(2)(A)  of  the  Social  Security  Act 
shall  not  apply  during  the  period  for  which 
a  waiver  by  the  Secretary  of  Health  and 
Human  Services,  under  section  1915(b)  of 
such  Act,  of  certain  requirements  of  section 
1902  of  such  Act  is  in  effect  (pursuant  to  a 
request  for  a  waiver  under  section  1915(b)  of 
such  Act  submitted  before  January  1, 
1986).". 

(f)  Section  1919(c)  of  the  Social  Security 
Act  (42  U.S.C.  1396r(c)).  as  added  by  .section 
9516(a)  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985.  is 
amended— 

(1)  by  striking  "and"  at  the  end  of  para- 
graph (6). 

(2)  by  striking  the  period  at  the  end  of 
paragraph  (7)  and  inserting  ";  and",  and 

(3)  by  adding  at  the  end  the  following  new 
paragraph: 

"(8)  assure  that  the  existing  facility  con- 
tinues to  provide  active  treatment  (de- 
scribed in  section  1905(d)(2))  to  the  remain- 
ing residents  during  the  phase-out  period.". 

(g)  Section  1920(a)  of  the  Social  Security 
Act  (42  U.S.C.  1396s(a)).  as  added  by  section 
9526  of  the  Consolidated  Omnibus  Budget 
Reconciliation  Act  of  1985.  is  amended— 

(Din  paragraph  ( 1  )— 

(A)  by  redesignating  subparagraphs  (B) 
and  (C)  as  subparagraphs  (C)  and  (D),  re- 
spectively, and 

(B)  by  inserting  after  "—(A)"  the  follow- 
ing: "Section  402(a)(32)  of  this  Act  (relating 
to  individuals  who  are  deemed  recipients  of 
aid  but  for  whom  a  payment  is  not  made). 

•(B)": 

(2)  in  paragraph  (2)— 

(A)  by  inserting    (Ai"  after  the  dash,  and 

(B)  by  adding  at  the  end  the  following 
new  subparagraph: 

•■(B)  Section  1634(b)  of  this  Act  (relating 
to  preservation  of  benefit  status  for  disabled 
widows  and  widowers  who  lost  SSI  benefits 
because  of  1983  changes  in  actuarial  reduc- 
tion formula).";  and 

(3)  in  paragraph  (3),  by  striking  "Section 
473(b)"  and  inserting  "Sections  472(h)  and 
473(b)". 

(h)  Section  9528(a)  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985 
is  amended  by  striking  ••1101(a)(8)(P)"  and 
inserting  ••1101(a)(8)(B)". 

(i)  The  amendments  made  by  this  section 
shall  be  effective  as  if  included  in  the  enact- 
ment of  the  Consolidated  Omnibus  Budget 
Reconciliation  Act  of  1985. 

SEC.    I«.)7.    PAYMENT    KOR    CERTAIN    I.ONC;-TERM 
(ARE  PATIENTS  IN  HOSPITALS. 

(a)  In  General.— In  the  case  of  a  State 
which  received  a  waiver  under  the  authority 
of  section  402(b)  of  the  Social  Security 
Amendments  of  1967  with  respect  to  pay- 
ment methodology  for  inpatient  hospital 
services  under  title  XVIII  and  XIX  of  the 
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Social  Security  Act  during  the  3-year  period 
beginning  January  1.  1983,  notwithstanding 
section  1902(a)(13)  of  such  Act,  the  State 
may  pay  under  title  XIX  of  such  Act  for 
hospital  patients  receiving  services  at  an  in- 
appropriate level  of  care  at  the  rate  for  hos- 
pital patients  receiving  an  appropriate  level 
of  care  if  the  Secretary  of  Health  and 
Human  Services  determines  that  a  suffi- 
cient number  of  hospital  beds  have  been  de- 
certified in  the  State  to  reduce  the  pay- 
ments to  hospitals  under  such  title  in  the 
State  by  an  amount  equal  to  or  greater  than 
the  amount  by  which  payments  to  hospitals 
under  such  title  in  such  State  will  increase 
as  a  result  of  the  payment  of  such  higher 
rates  for  patients  receiving  inappropriate 
levels  of  care. 

(b)  Effective  Period.— Subsection  (a) 
shall  apply  to  payments  for  services  fur- 
nished during  the  3-year  period  beginning 
January  1,  1986.  after  the  date  the  Secre- 
tary makes  the  determination  described  in 
that  subsection. 

HART  .i— .MATKRNAI.  AM)  I'Hll.n  HKAI.TH 

SW.  Ifilt    \l  THOKI/ATION  OK  ADMITIONAI.  H MIS 

(a)  Additional  Funds.— Section  501  of  the 
Social  Security  Act  (42  U.S.C.  701)  is  amend- 
ed by  striking  ■$478,000,000  for  fiscal  year 
1984"  and  inserting  -$553,000,000  for  fiscal 
year  1987,  $557,000,000  for  fiscal  year  1988, 
and  $561,000,000  for  fiscal  year  1989". 

(b)  Set- Aside  for  Newborn  Genetic  Dis- 
orders.—Section  502(a)(1)  of  such  Act  (42 
U.S.C.  702(  a )( 1 ) )  is  amended— 

(1)  by  inserting  "(A) '  after  ■(a)(1)".  and 

(2)  by  adding  at  the  end  the  following  new 
subparagraph: 

■■(B)  Of  the  amount  appropriated  under 
section  501(a),  the  Secretary  shall  also 
retain  $7,000,000  in  fiscal  year  1987, 
$7,500,000  In  fiscal  year  1988,  and  $8,000,000 
in  fiscal  year  1989  for  the  purpose  of  carry- 
ing out  (through  grants,  contracts,  or  other- 
wise) projects  for  the  screening  of  newborns 
for  sickle-cell  anemia  and  other  genetic  dis- 
orders.". 

SKt.    I«12.    M.*TKRN.\I.    AMI   « Hll.n    IIKAI.TH    A.M) 
AIMIPTKIN  (  I.KAK1N(;H<II  SK 

The  Secretary  of  Health  and  Human  Serv- 
ices shall  establish,  either  directly  or  by 
grant  or  contract,  a  National  Adoption  In- 
formation Clearinghouse.  The  Clearing- 
house shall— 

(1)  collect,  compile,  and  maintain  data  and 
information  obtained  from  studies,  re- 
search, and  reports  by  public  and  private 
agencies,  institutions,  or  individuals  con- 
cerning all  aspects  of  infant  adoption  and 
adoption  of  children  with  special  needs; 

(2)  compile,  maintain,  and  periodically 
revise  directories  of  information  concern- 
ing— 

(A)  crisis  pregnancy  centers, 

(B)  shelters  and  residences  for  pregnant 
women, 

(C)  training  programs  on  adoption. 

(D)  educational  programs  on  adoption, 

(E)  licensed  adoption  agencies, 

(P)  State  laws  relating  to  adoption, 

(G)  intercountry  adoption, 

(H)  statistics  on  adoption,  and 

(I)  any  other  information  relating  to 
adoption  for  pregnant  women,  infertile  cou- 
ples, adoptive  parents,  unmarried  individ- 
uals who  want  to  adopt  children,  individuals 
who  have  been  adopted,  birth  parents  who 
have  placed  a  child  for  adoption,  adoption 
agencies,  social  workers,  counselors,  or 
other  individuals  who  work  in  the  adoption 
field;  and 

(3)  disseminate  the  most  current  and  com- 
plete  information   regarding   adoption,   in- 


cluding   directories    compiled,    maintained, 
and  revised  pursuant  to  paragraph  (2). 
TITLK  V— HOl'SK  CO.MMITTKK  ON  INTKKIOK 
AND  INSl'I.AK  AKKAIRS 

SK«.    .-.(Mil.    NKI.KAK    KK<;ri.AT(IKY     ((IMMISSKIN 
ANN!  AI.4IIAK<iKS. 

(a)  In  General.— 

(1)  Beginning  with  fiscal  year  1987,  the 
Nuclear  Regulatory  Commission  shall  assess 
and  collect  an  annual  charge  from  each 
person  described  in  paragraph  (2)  in  an 
amount  equal  to  $750  per  million  watts  of 
the  rated  thermal  capacity  of  the  utilization 
facility  operated  by  such  person. 

(2)  A  person  described  in  paragraph  (1)  is 
any  person— 

(A)  who,  on  the  last  day  of  a  fiscal  year, 
holds  a  license  issued  under  section  103  or 
104  b.  of  the  Atomic  Energy  Act  of  1954  (42 
U.S.C.  2133,  2134(b))  that  authorizes  the 
person  to  operate  a  utilization  facility  with 
a  rated  thermal  capacity  in  excess  of 
50.000,000  watts:  or 

(B)  whose  authority  to  operate  under  such 
a  license  is  in  suspension  (but  has  not  been 
revoked)  on  the  last  day  of  the  fiscal  year. 

(b)  Exemption  Prom  Certain  Charges.- 
Any  person  who  is  assessed  an  annual 
charge  under  this  section  shall  be  exempt 
from  any  assessment  of  charges  under  sec- 
tion 9701  of  title  31,  United  States  Code, 
other  than  charges  for  the  costs  incurred  by 
the  Commission  in  processing  the  applica- 
tion of  such  person  for  an  operating  license. 

(c)  Use  of  Punds.— Amounts  collected 
under  this  section  shall  be  deposited  in  the 
general  fund  of  the  Treasury  to  reimburse 
the  United  States  for  amounts  appropriated 
for  use  by  the  Nuclear  Regulatory  Commis- 
sion in  carrying  out  its  functions. 

(d)  Repeal.— Title  VII  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985 
(Public  Law  99-272)  is  amended  by  striking 
subtitle  G. 

SK(.    .-.(Hi:'.    AKAMNINKII    MINK    RK(  I.AMATIOV    ItK 
SKAR<  11  AN»  DKVKI.dPMKNT 

After  the  enactment  of  this  Act.  the  re- 
search and  demonstration  authorities  of  the 
Department  of  the  Interior  under  the  provi- 
sions of  section  401(c)(6)  of  the  Surface 
Mining  Control  and  Reclamation  Act  of 
1977  (P.L.  95-87)  shall  be  transferred  to,  and 
carried  out  by,  the  Director  of  the  Bureau 
of  Mines.  Research  and  demonstration 
projects  under  such  provision  shall  be  se- 
lected by  a  panel  appointed  by  the  Director 
of  the  Bureau  of  Mines  to  be  comprised  of  9 
persons  including  4  representatives  of  State 
abandoned  mine  reclamation  programs,  4 
representatives  of  the  Bureau  of  Mines  and 
one  representative  of  the  Office  of  Surface 
Mining  Reclamation  and  Enforcement. 
TITLE  VI-HOl  SE  lOM.MITTEE  ON 
.MERCHANT  MARINE  AND  FISHERIES 

Subtitle  A — Ocean  Dumpinf;  .Application  and 
Special  Fees 

Sec.  6001.  Section  104(b)  of  the  Marine 
F*rotection,  Research,  and  Sanctuaries  Act 
of  1972  (33  U.S.C.  1414(b>)  is  amended  to 
read  as  follows: 

"(bid)  The  Administrator  or  the  Secre- 
tary, as  the  case  may  be,  shall  prescribe  by 
regulation  and  collect  from  the  applicant, 
unless  the  applicant  is  a  Pederal  agency,  an 
application  fee  in  an  amount,  not  to  exceed 
$10,000,  that  is  commensurate  with  the  rea- 
sonable administrative  costs  incurred  or  ex- 
pected to  be  incurred  by  the  Administrator 
or  Secretary  in  processing  the  permit. 

"(2)  The  Administrator  shall  prescribe  by 
regulation,  after  opportunity  for  a  hearing 
on  the  record,  and  collect  a  special  fee  for 
permits  issued  under  section  102  to  recover 


the  costs  incurred,  or  expected  to  be  in- 
curred, in  the  undertaking  of  measures  by 
Pederal  agencies  to  determine  compliance 
with  permit  terms,  and  the  undertaking  of 
only  the  monitoring  necessary  to  make  a 
reasonable  assessment  of  the  direct  effects 
on  the  marine  environment  caused  by  dis- 
posal activities  carried  out  under  the 
permit.  Such  fee  shall  be  an  amount  which 
will  not  have  a  substantial  adverse  effect  on 
the  competitive  prospects  for  commercial 
implementation  of  effective  and  efficient 
ocean-based  waste  destruction  technologies 
that  otherwise  meet  the  requirements  of 
law. 

"(3)  The  funds  collected  under  paragraphs 
(I)  and  (2)  shall  be  deposited  as  miscellane- 
ous receipts  into  the  general  fund  of  the 
Treasury." 

Subtitle  B— Amendment  of  the  Merchant  Ship 
Sales  Act  of  194(> 

Sec  6101.  Section  11  of  the  Merchant 
Ship  Sales  Act  of  1946  (50  App.  U.S.C.  1744) 
is  amended  to  read  as  follows: 

Sec  11.  (a)  The  Secretary  of  iransporta- 
tion  shall  maintain  a  National  Defense  Re- 
serve Pleet  (including  the  Rea'^y  Reserve 
Porce  or  any  component  of  that  fleet)  con- 
sisting of  those  vessels  owTied  or  acquired 
that  the  Secretary,  after  consultation  with 
the  Secretary  of  the  Navy,  determines  are 
of  value  for  national  defense  purposes  and 
that  the  Secretary  of  Transportation  de- 
cides to  place  and  maintain  in  the  national 
defense  reserve  fleet. 

(b)  Except  as  otherwise  provided  by  law.  a 
ve.ssel  in  the  national  defense  reserve  fleet 
may  be  used  only  for  an  account  of  an 
agency  of  the  United  States  government 
during  a  national  emergency,  proclaimed  by 
the  President,  under  a  charter,  contract,  or 
other  agreement  arranged  by  the  Secretary 
of  Transportation.". 

Subtitle  C — Amendments  to  the  .Merchant  .Marine 
Act  of  1920 

Sec.  6201.  Subsection  D(a)(5)  of  section  30 
of  the  Merchant  Marine  Act  of  1920  (46 
App.  U.S.C.  922)  is  amended  by  inserting 
before  "a  State",  the  words  'the  United 
States,". 

Sec  6202.  Subsection  L  of  section  30  of 
the  Merchant  Marine  Act  of  1920  (46  App. 
U.S.C.  952)  is  amended  to  read  as  follows: 

■Notwithstanding  another  law.  the  United 
States  as  mortgagee  may  enforce  a  pre- 
ferred mortgage  lien  in  a  suit  in  rem  in  ad- 
miralty under  this  Act.  In  a  suit  in  rem  in 
admiralty  for  the  enforcement  of  the  pre- 
ferred mortgage  lien,  the  district  court  exer- 
cising admiralty  jurisdiction  may  appoint  a 
receiver  and,  in  its  discretion,  authorize  the 
receiver  to  operate  the  mortgaged  vessel. 
When  the  United  States  is  'he  mortgagee, 
the  court  authorizing  the  receiver  to  oper- 
ate the  mortgaged  vessel  shall  order  com- 
pensation to  be  paid  to  the  United  States 
for  the  use  of  the  vessel.  The  marshal  may 
be  authorized  and  directed  by  the  court  to 
take  possession  of  the  mortgaged  vessel  not- 
withstanding the  fact  that  the  vessel  is  in 
the  possession  or  under  the  control  of  a 
person  claiming  a  possessory  common-law 
lien.". 

Sec.  6203.  When  the  United  SUtes  is  a 
mortgagee,  section  6202  applies  to  an  obli- 
gor that  failed  to  make  a  payment  on  a 
guaranteed  obligation  after  April  1,  1986, 
under  title  XI.  Merchant  Marine  Act.  1936 
(46  App.  U.S.C.  1271). 
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Subtitle  D— Load  Line  and  Tannage  board  by  the  tons-an-inch  immersion  factor  be  loaded.  However,  if  the  owner  requests. 

Measurement  I'scr  Fees  for  the  vessel  at  the  assigned  minimum  safe  the  Secretary  may  assign  load  lines  that 

Sec.  6301.  Subtitle  11  of  title  46.  United  freeboard.  result  in  greater  freeboard  than  the  mini- 

SUtes  Code,  is  amended  as  follows:  "S  5102.  Application  mum  safe  freeboard. 

(1)  The  Uble  of  chapters  at  the  beginning  -(a)  Except  as  provided  in  subsection  (b)  . '<^'  ""  assigning  load  lines  for  a  vessel, 
of  the  subtitle  is  amended  by-  of  this  section,  this  chapter  applies  to  the  ^"^  Secretary  shal  consider- 

(A)  striking  "[Part  C-Reserved  for  Load  following:  "'l'  ^^^  service,  type,  and  character  of  the 
Likes  or  Vessels]"  and  inserting—  "(1)  a  vessel  of  the  United  States.  vessel;                                                ^.  ^    ^^ 

•Part  C-LOAD  LINES  OF  Vessels  "(2)  a  vessel  on  the  navigable  waters  of  ^.^^J  J.'Jf  J^^f"*'',*!'^  ^'^^   '"   ^'^'^^   ^^'^ 

....   ,^„rfH„^.-                                        c,fti-  the  United  States.  vessel  will  operate,  and 

ai.  Lioaa  lines aiot  ,  -O)  a  vessel—  "'^'  applicable  international  agreements 

and  "(A)  owned  by  a  citizen  of  the  United  to  which  the  United  States  Government  is  a 

(B)  striking    "[Part    J-Reserved    for  states  or  a  corporation  established  by  or  PartV- 

Measurement  of  Vessels]"  and  inserting—  under  the  laws  of  the  United  States  or  a  '-^^  -^^  existing  vessel  may  retain  its  load 

"Part  J-Measurement  of  Vessels  State;  and  ''"^s  assigned  before  January  1.  1986.  unless 

"141  Oonpral                                        14101  "(B)  not  registered  in  a  foreign  country.  the   Secretary   decides   that   a  substantial 

•uV  f\inventionmPa;.suremen^ 14301  "^l  a  Public  vessel  of  the  United  States.  change  in  the  vessel  after  those  load  lines 

•145  RPBuirtorv  Surlment 14501  ■•<5)  a  vessel  otherwise  subject  to  the  juris-  were  assigned  requires  that  new  load  lines 

••147  Penalties     '"^^"'^'"^"^ \„oJ..  diction  of  the  United  States.  be  assigned  under  this  chapter. 

'■  %"""""•••• "• •"•"•■  "(b)  This  chapter  does  not  apply  to  the  '  <d)  The  minimum  freeboard  of  an  exist- 

(2)  Immediately  after  part  B.  strike  fonovj^jng-  ing  vessel  may  be  reduced  only  if  the  vessel 
••[Part  C— Reserved  for  Load  Lines  of  Ves-  '(Da  vessel  of  war  complies  with  every  applicable  provision  of 
SELS]-  and  insert  the  following  new  part  C:  ..,2,  ^  recreational  vessel  when  operated  this  chapter. 

•PART  C— LOAD  LINES  OP  VESSELS  only  for  pleasure.  '<e)  The  Secretary  may  designate  by  regu- 

"CHAPTER  51— LOAD  LINES  -(3)  a  fishing  vessel.  lation  specific  geographic  areas  that  have 

55^  "(4)  a  fish  processing  vessel  of  not  more  less  severe  weather  or  sea  conditions  and 

^m  npfinitinn^  than  5.000  gross  tons  that-  from  which  there  is  adequate  time  to  return 

'\\M  Anniiratinn"  "(AMi)  was  Constructed  as  a  fish  process-  to   available   safe   harbors.   The   Secretary 

"Kint  f^oH  lini  ■!lV.,.ir»«,<.ntc  ine  vessel  before  August  16,  1974:  or  may  reduce  the  minimum  freeboard  of  a 

.XvLa   a                 f^f  iVfoH  iV„l'e  ■<">  was  converted  for  use  as  a  fish  proc-  vessel  operating  in  these  areas. 

••5155:  Jfa'iri surtr  ^-'-^f,  ^^^^  ^^^^^  "^-"-^  '•  ''''■  '^^  "« .^-O-^-  -d  line  surveys 

'.'■WTn  J^f  'T  "TlTt'h^ritv  -'^  a'f^°h  ?e"nderTeL"el  ofnot  more  than  •'-> ,  The    Secretary    may    provide    for 

••5107.  Delegation  of  authority.  cnn  <»r«<:t  tone  that  annual,  renewal,  and  other  load  line  sur- 

••5108.  Special  exemptions.  (1)0^  w^  constructed    under  construe-  ^'^^^ 

••5109.  Reciprocity  for  foreign  vessels.  ,  „1  1  „^^r  n^n7rJirfn'hi^^on«:trn^J^^  ,.  ''b)  In  conducting  a  load  line  survey,  the 

..,,,„  c.  1-          1.1             1  tion.  or  under  contract  to  be  constructed  as  _        .          ,    „          .  .        i.  .. 

"5110.  Submersible  vessels.  '     ,  ^er  vessel  before  Januarv  1    1980  Secretary  shall  consider  whether- 

••5111.  Providing  loading  information.  *  "^"  ^^^°^^  ^^^^'  °*^'°'^^  January  i.  i»80.  ..^ ^^  ^^^  ^^^  ^^^  fittings  of  the  vessel- 

2\\l  J^t**")^  restrictions.  ..              converted  for  use  as  a  fish  tender  ,   "'AJ  are  adequate  to  protect  the  vessel 

••5113.  Detention  of  vessels.  „oeeoi  Kof,^ro  ior.>,orv  i    loai  onH  from  the  sea;  and 

••5114.  Use  of  Customs  Service  officers  and  ^^,it°nf  ^^Vu^rJ^r!^^t»lT  ''B'  '"eet  other  requirements  the  Secre- 

...,,.«        employees  for  enforcement.  ■•  g   a  vesL°  o^Te  United  States  on  a  do-  tary  may  prescribe  by  regulation; 

s    fi  Ppn»  HP?"'  '"^sti'^    voyage    that    does    not    cross    the  ,    <2     he  strength  of  the  hull  is  adequate 

"5116.  Penalties.  Rmmrfarv    i  inp    pxppnt    a    vnvaep    on    thp  for  all  loading  Conditions. 

"8  5101.  Dennitions  Grert^kes  -(3)  the  stability  of  the  vesselis  adequate 

•In  this  Chapter-  -m  a  vessel  of  less  than  24  meters  (79  '°.74',"°ht*"ops°Sef  "rihe   vessel   are   ar- 

••(  1 )  domestic  voyage'  means  movement  of  feet )  overall  in  length.  < ^j   '^^   constructed  to  allow  rapid  over- 

a  vessel  between  places  m,  or  subject  to  the  ■•,8,  a  public  vessel  of  the  United  States  ^:",^^^^"a1nage    of   Sck    w"  ter   in    h^^^^^^^^ 

jurisdiction  of.   the   United  States,   except  on  a  domestic  voyage.  weather  and 

movement  between-  -O)  a  vessel  excluded  from  the  applica-  ..          •      ,_--,id„.,  .,  .^p  ,.es.sel  are  ade- 

••(A)  a  place  in  a  territory  or  possession  of  tion   of   this  chapter   by  an   international  <f  *    ndS    arrangement    and  equip- 

the  united  States  or  the  Trust  Territory  of  agreement  to  which  the  United  States  Gov-  ^^^^^  l^  ^^^l^'  ^^^IZZers  performing 

''■'(Bra'^acSidfthat  territory,  posses-  ".^Tl;'  eXS  vessel  of  not  more  than  ZtVeT^'  "'""^^'  '"  "''  °''"'^""  °' 

sion,  or  Trust  Territory.  150  gross  tons  that  is  on  a  domestic  voyage. 

•■(2)  'economic  benefit  of  the  overloading'  "(11)  a  small  passenger  vessel  on  a  domes-  "§5106.  Load  line  certificate 

means  the  amount  obtained  by  multiplying  tic  voyage.  -(a)  On  finding  that  a  load  line  survey  of 

the  weight  of  the  overload  (in  tons)  by  the  -(c)   On   application   by   the   owner   and  a  vessel  under  this  chapter  is  satisfactory 

lesser  of—  after  a  survey  under  section  5105  of  this  and  that  the  vessels  load  lines  are  marked 

••(A)  the  average  freight  rate  value  of  a  title,  the  Secretary  may  assign  load  lines  for  correctly,    the    Secretary    shall    issue    the 

ton  of  the  vessels  cargo  for  the  voyage;  or  a  vessel  excluded  from  the  application  of  vessel  a  load  line  certificate  and  deliver  it  to 

■•(B)  $50.  this  chapter  under  sub.section  (b)  of  this  sec-  the  owner,  master,  or  individual  in  charge  of 

••(3)  'existing  vessel'  means—  tion.  A  vessel  assigned  load  lines  under  this  the  vessel. 

"(A)  a  vessel  on  a  domestic  voyage,  the  subsection  is  subject  to  this  chapter  until  --(b)  The  certificate  shall  be  maintained  as 

keel  of  which  was  laid,  or  that  was  at  a  simi-  the  surrender  of  its  load  line  certificate  and  required  by  the  Secretary, 

lar  stage  of  construction,  before  January  1.  the  removal  of  its  load  line  marks.  ..k-.^t  i»  ■      ••       <■     .u    •• 

1986;  and  "(d)  This  chapter  does  not  affect  an  inter-  *•  -^'O^-  "^'•■K'""'"  »f  authority 

•■(B)  a  vessel  on  a  foreign  voyage,  the  keel  national  agreement  to  which  the  Govern-  "(a)  The  Secretary  shall  delegate  to  the 

of  which  was  laid,  or  that  was  at  a  similar  ment  is  a  party  that  is  not  in  conflict  with  American  Bureau  of  Shipping  or  other  simi- 

stage  of  construction,  before  July  21.  1968.  the  International  Convention  on  Load  Lines  larly  qualified  organizations  the  authority 

■•(4)   freeboard'  means  the  distance  from  currently  in  force  for  the  United  States.  to  assign  load  lines,  survey  vessels,  deter- 

the  mark  of  the  load  line  assigned  under  ..§5,03.  Load  line  requirements  «"'"«  that  load  lines  are  marked  correctly, 

this  Chapter  to  the  freeboard  deck.  ..,^,  ^  ^^3^^,           ,^  ^^^^,^^  „„iy  ,,  ^^e  ^fj^  'f^"«  '°^^  ''"^  certificates  under  this 

other'  str'ucSr"  tht^'icrTt'^prescriS  by  -ssel  has  been  assigned  load  lines.  *^*^T)  under  regulations  prescribed  by  the 

^e^lation                  ''^"etary  presences  oy  ..^j^,  .j,^^  ^^^^^  charterer,  managing  oper-  secretary,  a  decision  of  an  organization  del- 

reKuiaiiuii.                ,    ,      ^      j. ^„„  ,v,„  ator,  agent,  master,  and  individual  in  charge  „„a,pj   anfhnritv   under   siihsection   (a)  of 

'(e)   minimum  safe  freeboard   meam  the  ^^^^  ^j^^„  ^^^^  ^^^  maintain  the  load  faction  %  LLd  to  the^^Sent  of  a 

freeboard  that   he  Secretary  decides  cannot  permanently  and  conspicuously  in  the  ^'^  unemarbe  appealed  t^hTsecretary 

be  reduced  safely  without  limiting  the  oper-  nrpsrrihpd  hv  the  Spcrptarv  ^      ^       appeaiea  10  ine  oecreiary. 

ation  of  the  vessel  prescrioea  oy  ine  secretary.  ..^^■^  p^^  ^  vessel  intended  to  be  engaged 

•'(7)  weight  of  the  overload'  means  the  "§  5104.  Assignment  of  load  lines  on  a  foreign  voyage,  the  Secretary  may  dele- 
amount  obtained  by  multiplying  the  '(a)  The  Secretary  shall  assign  load  lines  gate  to  another  country  that  is  a  party  to 
number  of  inches  that  the  vessel  is  sub-  for  a  vessel  so  that  they  indicate  the  mini-  the  International  Convention  on  Load 
merged  below  the  applicable  assigned  free-  mum  safe  freeboard  to  which  the  vessel  may  Lines,   1966,  the  authority  to  assign  load 


"§5112.  Load 
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lines,  survey  vessels,  determine  that  the 
load  lines  are  marked  correctly,  and  issue  an 
International  Load  Line  Certificate  (1966). 

"(d)  The  Secretary  may  terminate  a  dele- 
gation made  under  this  section  after  giving 
written  notice  to  the  organization. 

"S  5IUK.  Special  exemptions 

"(a)  The  Secretary  may  exempt  a  vessel 
from  any  part  of  this  chapter  when— 

"(1)  the  vessel  is  entitled  to  an  exemption 
under  an  international  agreement  to  which 
the  United  States  Government  is  a  party;  or 

'■(2)  under  regulations  (including  regula- 
tions on  special  operations  conditions)  pre- 
scribed by  the  Secretary,  the  Secretary 
finds  that  good  cause  exists  for  granting  an 
exemption. 

"(b)  When  the  Secretary  grants  an  exemp- 
tion under  this  section,  the  Secretary  may 
issue  a  certificate  of  exemption  stating  the 
extent  of  the  exemption. 

"(c)  A  certificate  of  exemption  issued 
under  subsection  (b)  of  this  section  shall  be 
maintained  as  required  by  the  Secretary. 

"§  .5109.  Reciprocity  for  foreign  vessels 

••(a)  When  the  Secretary  finds  that  the 
laws  and  regulations  of  a  foreign  country  re- 
lated to  load  lines  are  similar  to  those  of 
this  chapter  and  the  regulations  prescribed 
under  this  chapter,  or  when  a  foreign  coun- 
try is  a  party  to  an  international  load  line 
agreement  to  which  the  United  States  Gov- 
ernment is  a  party,  the  Secretary  shall 
accept  the  load  line  marks  and  certificate  of 
a  vessel  of  that  foreign  country  as  comply- 
ing with  this  chapter  and  the  regulations 
prescribed  under  this  chapter.  The  Secre- 
tary may  control  the  vessel  as  provided  for 
in  the  applicable  international  agreement. 

■■(b)  Subsection  (a)  of  this  section  does  not 
apply  to  a  vessel  of  a  foreign  country  that 
does  not  recognize  load  lines  assigned  under 
this  chapter. 

"§  3110.  Submersible  vessels 

■'Notwithstanding  sections  5103-5105  of 
this  title,  the  Secretary  may  prescribe  regu- 
lations for  submersible  vessels  to  provide  a 
minimum  level  of  safety.  In  developing  the 
regulations,  the  Secretary  shall  consider 
factors  relevant  to  submersible  vessels,  in- 
cluding the  structure,  stability,  and  water- 
tight integrity  of  those  vessels. 

"§5111.  Providing  loading  information 

"The  Secretary  may  prescribe  regulations 
requiring  the  owner,  charterer,  managing 
operator,  and  agent  of  a  vessel  to  provide 
loading  information  (including  information 
on  loading  distribution,  stability,  and 
margin  of  strength)  to  the  master  or  indi- 
vidual in  charge  of  the  vessel  in  a  language 
the  master  or  individual  understands. 

"§  5112.  Loading  restrictions 

"(a)  A  vessel  may  not  be  loaded  in  a  way 
that  submerges  the  assigned  load  line  or  the 
place  at  which  the  load  line  is  required  to  be 
marked  on  the  vessel. 

"(b)  If  the  loading  or  stability  conditions 
of  a  vessel  change,  the  master  or  individual 
in  charge  of  the  vessel,  before  moving  the 
vessel,  shall  record  in  the  official  logbook  or 
other  permanent  record  of  the  vessel— 

"(1)  the  position  of  the  assigned  load  line 
relative  to  the  water  surface;  and 

■•(2)  the  draft  of  the  vessel  fore  and  aft. 

•'(c)  A  vessel  may  be  operated  only  if  the 
loading  distribution,  stability,  and  margin  of 
strength  are  adequate  for  the  voyage  or 
movement  intended. 

"(d)  Subsections  (a)  and  (b)  of  this  section 
do  not  apply  to  a  submersible  vessel. 


"H  5113.  Detention  of  vessels 

"(a)  When  the  Secretary  believes  that  a 
vessel  is  about  to  leave  a  place  in  the  United 
States  in  violation  of  this  chapter  or  a  regu- 
lation prescribed  under  this  chapter,  the 
Secretary  may  detain  the  vessel  by  giving 
notice  to  the  owner,  charterer,  managing 
operator,  agent,  master,  or  individual  in 
charge  of  the  vessel. 

"(b)  A  detained  vessel  may  be  cleared 
under  section  4197  of  the  Revised  Statutes 
(46  App.  U.S.C.  91)  only  after  the  violation 
has  been  corrected.  If  the  vessel  was  cleared 
before  being  detained,  the  clearance  shall  be 
withdrawn. 

'■(c)  Under  regulations  prescribed  by  the 
Secretary,  the  owner,  charterer,  managing 
operator,  agent,  master,  or  individual  in 
charge  of  a  detained  vessel  may  petition  the 
Secretary  to  review  the  detention  order. 

"(d)  After  reviewing  a  petition,  the  Secre- 
tary may  affirm,  withdraw,  or  change  the 
detention  order.  Before  acting  on  the  peti- 
tion, the  Secretary  may  require  any  inde- 
pendent survey  that  may  be  necessary  to  de- 
termine the  condition  of  the  vessel. 

"(e)  The  owner  of  a  vessel  is  liable  for  the 
cost  incident  to  a  petition  for  review  and 
any  required  survey  if  the  vessel  is  found  to 
be  in  violation  of  this  chapter  or  a  regula- 
tion prescribed  under  this  chapter. 
"S51I4.  Use  of  Customs  Service  officers  and  em- 
ployees for  enforcement 
■■(a)  With  the  approval  of  the  Secretary  of 
the  Treasury,  the  Secretary  may  use  an  offi- 
cer or  employee  of  the  United  States  Cus- 
toms Service  to  enforce  this  chapter  and  the 
regulations  prescribed  under  this  chapter. 

"(b)  The  Secretary  shall  consult  with  the 
Secretary  of  the  Treasury  before  prescrib- 
ing a  regulation  that  affects  the  enforce- 
ment responsibilities  of  an  officer  or  em- 
ployee of  the  Customs  Service. 
"§5115.  Regulations 

"■(a)  The  Secretary  may  prescribe  regula- 
tions to  carry  out  this  part. 
"§5116.  Penalties 

"(a)  Except  as  otherwise  provided  in  this 
section,  the  owTier,  charterer,  managing  op- 
erator, agent,  master,  and  individual  in 
charge  of  a  vessel  violating  this  chapter  or  a 
regulation  prescribed  under  this  chapter  are 
each  liable  to  the  United  States  Govern- 
ment for  a  civil  penalty  of  not  more  than 
$5,000.  Each  day  of  a  continuing  violation  is 
a  separate  violation.  The  vessel  also  is  liable 
in  rem  for  the  penalty. 

"■(b)  The  owner,  charterer,  managing  oper- 
ator, agent,  master,  and  individual  in  charge 
of  a  vessel  allowing,  causing,  attempting  to 
cause,  or  failing  to  take  reasonable  care  to 
prevent  a  violation  of  section  5112(a)  of  this 
title  are  each  liable  to  the  Government  for  a 
civil  penalty  of  not  more  than  $10,000  plus 
an  additional  amount  equal  to  twice  the  eco- 
nomic benefit  of  the  overloading.  The  vessel 
also  is  liable  in  rem  for  the  penalty. 

•■(c)  The  master  or  individual  in  charge  of 
a  vessel  violating  section  5112(b)  of  this  title 
is  liable  to  the  Government  for  a  civil  penal- 
ty of  not  more  than  $5,000.  The  vessel  also 
is  liable  in  rem  for  the  penalty. 

■■(d)  A  person  causing  or  allowing  the  de- 
parture of  a  vessel  from  a  place  within  the 
jurisdiction  of  the  United  States  in  violation 
of  a  detention  order  issued  under  section 
5113  of  this  title  shall  be  fined  not  more 
than  $10,000,  imprisoned  for  not  more  than 
one  year,  or  both. 

■■(e)  A  person  causing  or  allowing  the  al- 
teration, concealment,  or  removal  of  a  mark 
placed  on  a  vessel  under  section  5103(b)  of 
this  title  and   the   regulations  prescribed 


under  this  chapter,  except  to  make  a  lawful 
change  or  to  escape  enemy  capture  in  time 
of  war.  shall  be  fined  not  more  than  $10,000, 
imprisoned  for  not  more  than  2  years,  or 
both.'. 

(3)  Immediately  after  part  I.  strike  ■[Part 
J— Reserved  for  Measurement  of  Vessels]" 
and  insert  the  following  new  part  J: 

■PART  J-MEASUREMENT  OP  VESSELS 

•CHAPTER  141— GENERAL 

"Sec. 

"14101.  Definitions. 
"14102.  Regulations. 
"14103.  Delegation  of  authority. 
"14104.  Measurement  to  determine  applica- 
tion of  a  law. 

"§  14101.  Defmitions 

""In  this  part— 

"(1)  Convention'  means  the  International 
Convention  on  Tonnage  Measurement  of 
Ships,  1969. 

"(2)  existing  vessel'  means  a  vessel  the 
keel  of  which  was  laid  or  that  was  at  a  simi- 
lar stage  of  construction  before  July  18, 
1982. 

■■(3)  ■Great  Lakes^  means— 

■■(A)  the  Great  Lakes:  and 

■■(B)  the  St.  Lawrence  River  west  of— 

"(i)  a  rhumb  line  drawn  from  Cap  des  Ho- 
siers to  West  Point.  Anticosti  Island:  and 

"(ii)  on  the  north  side  of  Anticosti  Island, 
the  meridian  of  longitude  63  degrees  west, 

"(4)  "vessel  engaged  on  a  foreign  voyage' 
means  a  vessel— 

■•(A)  arriving  at  a  place  under  the  jurisdic- 
tion of  the  United  States  from  a  place  in  a 
foreign  country: 

■■(B)  making  a  voyage  between  places  out- 
side the  United  States  (except  a  foreign 
vessel  engaged  on  that  voyage); 

■■(C)  departing  from  a  place  under  the  ju- 
risdiction of  the  United  States  for  a  place  in 
a  foreign  country:  or 

■■(D)  making  a  voyage  between  a  place 
within  a  territory  or  possession  of  the 
United  States  and  another  place  under  the 
jurisdiction  of  the  United  States  not  within 
that  territory  or  possession. 

"§  14102.  Regulations 

The  Secretary  may  prescribe  regulations 
to  carry  out  this  part. 

"§  14103.  Delegation  of  authority 

■(a)  The  Secretary  may  delegate  to  a 
qualified  person  the  authority  to  measure  a 
vessel  and  issue  an  International  Tonnage 
Certificate  (1969)  or  other  appropriate  cer- 
tificate of  measurement  under  this  part. 

■•(b)  Under  regulations  prescribed  by  the 
Secretary,  a  decision  of  the  person  delegat- 
ed authority  under  subsection  (a)  of  this 
section  related  to  measuring  a  vessel  or  issu- 
ing a  certificate  may  be  appealed  to  the  Sec- 
retary. 

"(c)  For  a  vessel  intended  to  be  engaged 
on  a  foreign  voyage,  the  Secretary  may  dele- 
gate to  another  country  that  is  a  party  to 
the  Convention  the  authority  to  measure 
the  vessel  and  issue  an  International  Ton- 
nage Certificate  (1969)  under  chapter  143  of 
this  title. 

•'(d)  The  Secretary  may  terminate  a  dele- 
gatiori  made  under  this  section  after  giving 
written  notice  to  the  person. 

"§  14104.  Measurement  to  determine  application 
of  a  law 

"When  the  application  of  a  law  of  the 
United  States  to  a  vessel  depends  on  the 
vessel's  tonnage,  the  vessel  shall  be  meas- 
ured under  this  part. 
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"CHAPTKR  U3— CONVKNTION 
MEASIRKMKNT 


"Sec. 

"14301.  Application. 

"14302.  Measurement. 

"14303.   International   Tonnage  Certificate 

(1969). 
"14304.  Remeasurement. 
"14305.  Optional  regulatory  measurement. 
"14306.  Reciprocity  for  foreign  vessels. 
"14307.  Inspection  of  foreign  vessels. 
**§  14301.  Application 

"(a)  Except  as  otherwise  provided  in  this 
section,  this  chapter  applies  to  the  follow- 
ing: 
"(Da  documented  vessel. 
"<2)  a  vessel   that   is  to  be  documented 
under  chapter  121  of  this  title. 

"(3)  a  vessel  engaged  on  a  foreign  voyage. 
••(b)  This  chapter  does  not  apply  to  the 
following: 
••(Da  vessel  of  war. 

••(2)  a  vessel  of  less  than  24  meters  (79 
feet)  overall  in  length. 

(3)  a  vessel  operating  only  on  the  Great 
Lakes,  unless  the  owner  requests. 

•■(4)  a  vessel  (except  a  vessel  engaged  on  a 
foreign  voyage)  the  keel  of  which  was  laid 
or  that  was  at  a  similar  stage  of  construc- 
tion before  January  1.  1986.  unless— 
••(A)  the  owner  requests:  or 
••(B)  the  vessel  undergoes  a  change  that 
the  Secretary  finds  substantially  affects  the 
vessel's  gross  tonnage. 

••(5)    before    July    19,    1994,    an    existing 
vessel  unless— 
•■(A)  the  owner  requests;  or 
••(B)  the  vessel  undergoes  a  change  that 
the  Secretary  finds  substantially  affects  the 
vessel  s  gross  tonnage. 

••(c)  A  vessel  made  subject  to  this  chapter 
at  the  request  of  the  owner  may  be  remea- 
sured  only  as  provided  by  this  chapter. 

■■(d)  After  July  18,  1994.  an  existing  vessel 
(except  an  existing  vessel  referred  to  in  sub- 
section (b)(5)  (A)  or  (B)  of  this  section)  may 
retain  its  tonnages  existing  on  July  18.  1994, 
for  the  application  of  relevant  requirements 
under  international  agreements  (except  the 
Convention)  and  other  laws  of  the  United 
States.  However,  if  the  vessel  undergoes  a 
change  substantially  affecting  its  tonnage 
after  July  18.  1994,  the  vessel  shall  be  re- 
measured  under  this  chapter. 

■(e)  This  chapter  does  not  affect  an  inter- 
national agreement  to  which  the  United 
States  Government  is  a  party  that  is  not  in 
conflict  with  the  Convention  or  the  applica- 
tion of  IMO  Resolutions  A.494  (XII)  of  No- 
vember 19,  1981,  A.540  (XIII)  of  November 
17,  1983,  and  A.541  (XIII)  of  November  17, 
1983. 

"§  14302.  Mea.surement 

■•(a)  The  Secretary  shall  measure  a  vessel 
to  which  this  chapter  applies  in  the  way 
provided  by  this  chapter  and  the  Conven- 
tion. 

■•(b)  A  vessel  measured  under  this  chapter 
may  not  be  required  to  be  measured  under 
another  law. 

••(c)  Unless  otherwise  provided  by  law,  the 
measurement  of  a  vessel  under  this  chapter 
applies  to  a  law  of  the  United  States  whose 
applicability  depends  on  a  vessels  tonnage, 
if  that  law— 

"(1)  becomes  effective  after  July  18,  1994: 
or 

"(2)  Is  in  effect  before  July  19.  1994.  is  not 
enumerated  in  section  14305  of  this  title, 
and  is  identified  by  the  Secretary  by  regula- 
tion as  a  law  to  which  this  chapter  applies. 


'()  I430:l.  International  TonnaKr  Certiricate  (196*)) 
■•(a)  After  measuring  a  vessel  under  this 
chapter,  the  Secretary  shall  issue,  on  re- 
quest of  the  owner,  an  International  Ton- 
nage Certificate  (1969)  and  deliver  it  to  the 
owner  or  master  of  the  ves.sel. 

■■(b)  The  certificate  shall  be  maintained  as 
required  by  the  Secretary. 
"!)  1 4,304.  Kemeasurement 

■•(a)  To  the  extent  necessary,  the  Secre- 
tary shall  remeasure  a  vessel  to  which  this 
chapter  applies  if — 

■■(1)  the  Secretary  or  the  owner  alleges  an 
error  in  its  measurement;  or 

•■(2)  the  vessel  or  the  use  of  its  space  is 
changed  in  a  way  that  substantially  affects 
its  tonnage. 

••(b)  Except  as  provided  in  this  chapter  or 
section  14504  of  this  title,  a  vessel  that  has 
been  measured  does  not  have  to  be  remea- 
sured  to  obtain  another  document  or  en- 
dorsement under  chapter  121  of  this  title. 
"<i  1 1305.  Optional  rrKulatory  measurement 

••(a)  On  request  of  the  owner  of  a  docu- 
mented vessel  measured  under  this  chapter, 
the  Secretary  also  shall  measure  the  vessel 
under  chapter  145  of  this  title.  The  ton- 
nages determined  under  that  chapter  shall 
be  used  in  applying— 

■■(1)  parts  A.  B,  C.  E.  F.  and  G  and  sections 
12106(c)  and  12108(c)  of  this  title: 

■■(2)  section  3(d)(3)  of  the  Longshore  and 
Harbor  Workers'  Compensation  Act  (33 
U.S.C.  903(d)(3)); 

■■(3)  section  4  of  the  Bridge  to  Bridge  Ra 
diotelephone  Act  (33  U.S.C.  1203(a)): 

■•(4)  section  4(a)(3)  of  the  Ports  and  Wa- 
terways Safety  Act  (33  U.S.C.  1223(a)(3)): 

■■(5)  section  4283  of  the  Revised  Statutes 
of  the  United  States  (46  App.  U.S.C.  183): 

■■(6)  sections  27  and   27A  of  the  Act  of 
June  5,  1920  (46  App.  U.S.C.  883  and  883-1); 
■•(7)  Act  of  July  14.  1956  (46  App.  U.S.C. 
883a); 

•■(8)  sections  351.  352,  355.  and  356  of  the 
Ship  Radio  Act  (47  U.S.C.  351,  352,  354,  and 
354a); 

■■(9)  section  403  of  the  Commercial  Fish- 
ing Industry  Vessel  Act  (46  U.S.C.  3302 
note); 

■■(10)  the  Officers'  Competency  Certifi- 
cates Convention,  1936,  and  sections  8303 
and  8304  of  this  title; 

(11)  the  International  Convention  for 
the  Safety  of  Life  at  Sea  as  provided  by 
IMCO  Resolution  A.494  (XII)  of  November 
19,  1981; 

"(12)  the  International  Convention  on 
Standards  of  Training.  Certification,  and 
Watchkeeping  for  Seafarers,  1978,  as  pro- 
vided by  IMO  Resolution  A,540  (XIII)  of 
November  17,  1983; 

"(13)  the  International  Convention  for 
the  Prevention  of  Pollution  from  Ships, 
1973,  as  modified  by  the  Protocol  of  1978 
Relating  to  the  International  Convention 
for  the  Prevention  of  Pollution  from  Ships, 
1973,  as  provided  by  IMO  Resolution  A.541 
(XIII)  of  November  17,  1983; 

••(14)  provisions  of  law  establishing  the 
threshold  tonnage  levels  at  which  evidence 
of  financial  responsibility  must  be  demon- 
strated: or 

••(15)  unless  otherwise  provided  by  law, 
any  other  law  of  the  United  States  in  effect 
before  July  19.  1994,  and  not  listed  by  the 
Secretary  under  section  14302(c)  of  this 
title. 

••(b)  As  long  as  the  owner  of  a  vessel  has  a 
request  in  effect  under  subsection  (a)(1)  of 
this  section,  the  tonnages  determined  under 
that  request  shall  be  used  in  applying  the 
other  provisions  of  law  described  in  subsec- 
tion (a)(1)  to  that  vessel. 


"S  1 1306.  Reciprocity  for  foreign  vessels 

■■(a)  When  the  Secretary  finds  that  the 
laws  and  regulations  of  a  foreign  country  re- 
lated to  measurement  of  vessels  are  similar 
to  those  of  this  chapter  and  the  regulations 
prescribed  under  this  chapter,  or  when  a 
foreign  country  is  a  party  to  the  Conven- 
tion, the  Secretary  shall  accept  the  meas- 
urement and  certificate  of  a  vessel  of  that 
foreign  country  as  complying  with  this 
chapter  and  the  regulations  prescribed 
under  this  chapter. 

••(b)  Subsection  (a)  of  this  section  does  not 
apply  to  a  vessel  of  a  foreign  country  that 
docs  not  recognize  measurements  under  this 
chapter.  The  Secretary  may  apply  measure- 
ment standards  the  Secretary  considers  ap- 
propriate to  the  vessel,  subject  to  applicable 
international  agreements  to  which  the 
United  States  Government  is  a  party. 

"S  1 1:{()7.  Inspection  of  foreign  ves.sels 

■■(a)  The  Secretary  may  inspect  a  vessel  of 
a  foreign  country  to  verify  that— 

•■(1)  the  vessel  has  an  International  Ton- 
nage Certificate  (1969)  and  the  main  charac- 
teristics of  the  vessel  correspond  to  the  in- 
formation in  the  certificate:  or 

■(2)  if  the  vessel  is  from  a  country  not  a 
parly  to  the  Convention,  the  vessel  has  been 
measured  under  laws  and  regulations  simi- 
lar to  those  of  this  chapter  and  the  regula- 
tions prescribed  under  this  chapter. 

■■(b)  For  a  vessel  of  a  country  that  is  a 
party  to  the  Convention,  if  the  inspection 
reveals  that  the  vessel  does  not  have  an 
International  Tonnage  Certificate  (1969)  or 
that  the  main  characteristics  of  the  vessel 
differ  from  those  stated  on  the  certificate  or 
other  records  in  a  way  that  increases  the 
gross  or  net  tonnage  of  the  vessel,  the  Sec- 
retary promptly  shall  inform  the  country 
whose  flag  the  vessel  is  flying. 

••(c)  For  a  vessel  of  a  country  not  a  party 
to  the  Convention— 

■■(1)  if  the  vessel  has  been  measured  under 
laws  and  regulations  that  the  Secretary 
finds  are  similar  to  those  of  this  chapter 
and  the  regulations  prescribed  under  this 
chapter,  the  vessel  shall  be  deemed  to  have 
been  issued  an  International  Tonnage  Cer- 
tificate (1969);  and 

■■(2)  if  the  vessel  has  not  been  measured  as 
descrik)ed  in  clause  (1)  of  this  subsection, 
the  Secretary  may  measure  the  vessel. 

■■(d)  An  inspection  under  this  section  shall 
be  conducted  in  a  way  that  does  not  delay  a 
vessel  of  a  country  that  is  a  party  to  the 
Convention. 

•CHAPTER  I4.i-REGILAT()RY 
.MEASUREMENT 

■SUBCHAPTER  I-GENERAL 

■'Sec. 

•  14501.  Application. 
■14502.  Measurement. 
•14503.  Certificate  of  measurement. 
■14504.  Remeasurement. 
■SUBCHAPTER  II-PORMAL  SYSTEMS 
■14511.  Application. 

■14512.  Standard  tonnage  measurement. 
14513.  Dual  tonnage  measurement. 

■SUBCHAPTER  III-SIMPLIPIED 
SYSTEM 

"14521.  Application. 

■•14522.  Measurement. 

•SUBCHAPTER  I-GENERAL 

"S  14i>0l,  Application 
•This  chapter  applies  to  the  following: 
■•(1)  a  vessel  not  measured  under  chapter 

143  of  this  title  if- 
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••(A)  the  vessel  is  to  be  documented  under 
chapter  121  of  this  title;  or 

"(B)  the  application  of  a  law  of  the  United 
States  to  the  vessel  depends  on  the  vessel's 
tonnage. 

■■(2)  a  vessel  measured  under  chapter  143 
of  this  title  if  the  owner  requests  that  the 
vessel  also  be  measured  under  this  chapter 
as  provided  in  section  14305  of  this  title. 
"!j  14,502.  Measurement 

"The  Secretary  shall  measure  a  vessel  to 
which  this  chapter  applies  in  the  way  pro- 
vided by  this  chapter. 
"S  14.543.  Certificate  of  measurement 

"The  Secretary  shall  prescribe  the  certifi- 
cate to  be  issued  as  evidence  of  a  vessel's 
measurement  under  this  chapter. 
"S  14.504.  Remeasurement 

"(a)  To  the  extent  necessary,  the  Secre- 
tary shall  remeasure  a  vessel  to  which  this 
chapter  applies  if— 

"(1)  the  Secretary  or  the  owner  alleges  an 
error  in  its  measurement; 

"(2)  the  vessel  or  the  use  of  its  space  is 
changed  in  a  way  that  substantially  affects 
its  tonnage; 

"(3)  after  being  measured  under  subchap- 
ter III  of  this  chapter,  the  vessel  becomes 
subject  to  subchapter  II  of  this  chapter  be- 
cause the  vessel  or  its  use  is  changed;  or 

"(4)  although  not  required  to  be  measured 
under  subchapter  II  of  this  chapter,  the 
vessel  was  measured  under  subchapter  II 
and  the  owner  requests  that  the  vessel  be 
measured  under  subchapter  III  of  this  chap- 
ter. 

•(b)  Except  as  provided  in  this  section  and 
chapter  143  of  this  title,  a  vessel  that  has 
been  measured  does  not  have  to  be  remea- 
sured  to  obtain  another  document  or  en- 
dorsement under  chapter  121  of  this  title. 

■SUBCHAPTER  II-PORMAL  SYSTEMS 
"§  14511.  Application 

"This  subchapter  applies  to  a  vessel  de- 
scribed in  section  14501  of  this  title  if— 

"(1)  the  owner  requests;  or 

"(2)  the  vessel  is— 

"(A)  self-propelled; 

•(B)  at  least  24  meters  (79  feet)  overall  in 
length;  and 

••(C)  not  operated  only  for  pleasure. 
"§  14312.  Standard  tonnage  measurement 

••(a)  The  Secretary  shall  prescribe  regula- 
tions for  measuring  the  gross  and  net  ton- 
nages of  a  vessel  under  this  subchapter.  The 
regulations  shall  provide  for  tonnages  com- 
parable to  the  tonnages  that  could  have 
been  assigned  under  sections  4151  and  4153 
of  the  Revised  Statutes  of  the  United 
States,  as  sections  4151  and  4153  existed  im- 
mediately before  the  enactment  of  this  sec- 
tion. 

••(b)  On  application  of  the  owner  or 
master  of  a  vessel  of  the  United  States  used 
in  foreign  trade,  the  Secretary  may  attach 
an  appendix  to  the  vessel's  register  stating 
the  measurement  of  spaces  that  may  be  de- 
ducted from  gross  tonnage  under  laws  and 
regulations  of  other  countries  but  not  under 
those  of  the  United  States. 
"§  14513.  Dual  tonnage  measurement 

"(a)  On  application  by  the  owner  and  ap- 
proval by  the  Secretary,  the  tonnage  of 
spaces  prescribed  by  the  Secretary  may  be 
excluded  in  measuring  under  this  section 
the  gross  tonnage  of  a  vessel  measured 
under  section  14512  of  this  title.  The  spaces 
prescribed  by  the  Secretary  shall  be  compa- 
rable to  the  spaces  that  could  have  been  ex- 
cluded under  section  2  of  the  Act  of  Septem- 
ber 29,  1965  (Public  Law  89-219.  79  Stat. 


891),  as  section  2  existed  immediately  before 
the  enactment  of  this  section. 

••(b)  The  Secretary  shall  prescribe  the 
design,  location,  and  dimensions  of  the  ton- 
nage mark  to  be  placed  on  a  vessel  measured 
under  this  section. 

■•(c)(1)  If  a  vessel's  tonnage  mark  is  below 
the  uppermost  part  of  the  load  line  marks, 
each  certificate  stating  the  vessel's  tonnages 
shall  state  the  gross  and  net  tonnages  when 
the  mark  is  submerged  and  when  it  Is  not 
submerged. 

■■(2)  Except  as  provided  in  paragraph  (1) 
of  this  subsection,  a  certificate  stating  a  ves- 
sel's tonnages  may  state  only  one  set  of 
gross  and  net  tonnages. 

SUBCHAPTER  HI-SIMPLIFIED 
SYSTEM 
"!)  14521.  Application 

"This  subchapter  applies  to  a  vessel  de- 
scribed in  section  14501  of  this  title  that  is 
not  measured  under  subchapter  II  of  this 
chapter. 
"S  14522.  Measurement 

■■(a)  In  this  section,  ■'length"  means  the 
horizontal  distance  of  the  hull  between  the 
foremost  part  of  the  stem  and  the  aftermost 
part  of  the  stern,  excluding  fittings  and  at- 
tachments. 

"(b)(1)  The  Secretary  shall  assign  gross 
and  net  tonnages  to  a  vessel  based  on  its 
length,  breadth,  depth,  other  dimensions, 
and  appropriate  coefficients. 

"(2)  The  Secretary  shall  prescribe  the  way 
dimensions  (except  length)  are  measured 
and  which  coefficients  are  appropriate. 

■■(c)  The  resulting  gross  tonnages,  taken 
as  a  group,  reasonably  shall  reflect  the  rela- 
tive internal  volumes  of  the  vessels  meas- 
ured under  this  subchapter.  The  resulting 
net  tonnages  shall  be  in  approximately  the 
same  ratios  to  corresponding  gross  tonnages 
as  are  the  net  and  gross  tonnages  of  compa- 
rable vessels  measured  under  subchapter  II 
of  this  chapter. 

■•(d)  Under  regulations  prescribed  by  the 
Secretary,  the  Secretary  may  determine  the 
gross  and  net  tonnages  of  a  vessel  represent- 
ative of  a  designated  class,  model,  or  type, 
and  then  assign  those  gross  and  net  ton- 
nages to  other  vessels  of  the  same  class, 
model,  or  type. 

"CHAPTER  147— PENALTIES 
•Sec. 

•14701.  General  violation. 
■14702.  False  statements. 
"S  14701.  General  violation 

■The  owner,  charterer,  managing  opera- 
tor, agent,  master,  and  individual  in  charge 
of  a  vessel  violating  this  part  or  a  regulation 
prescribed  under  this  part  are  each  liable  to 
the  United  States  Government  for  a  civil 
penalty  of  not  more  than  $20,000.  Each  day 
of  a  continuing  violation  is  a  separate  viola- 
tion. The  vessel  also  is  liable  in  rem  for  the 
penalty. 
••§  14702.  False  sUtements 

■■A  person  knowingly  making  a  false  state- 
ment or  representation  in  a  matter  in  which 
a  statement  or  representation  is  required  by 
this  part  or  a  regulation  prescribed  under 
this  part  is  liable  to  the  United  States  Gov- 
ernment for  a  civil  penalty  of  not  more  than 
$20,000  for  each  false  statement  or  repre- 
sentation. The  vessel  also  is  liable  in  rem  for 
the  penalty.". 

CONFORMING  AND  MISCELLANEOUS  AMENDMENTS 

Sec  6302.  (a)  Title  14,  United  States  Code, 
is  amended  as  follows: 

( 1)  In  the  analysis  of  chapter  17,  add  the 
following  after  item  663: 


•664.  User  fees.". 

(2)  In  section  651,  strike  'preceding  fiscal 
year.^'  and  substitute  •preceding  fiscal  year, 
including  amounts  collected  as  provided 
under  section  664  of  this  title.  ". 

(3)  After  section  663.  add  the  following 
new  section: 

"S  664.  I'ser  fees 

••(a)  Amounts  collected  under  section  9701 
of  title  31  or  another  law  by  the  Secretary 
for  a  service  or  thing  of  value  provided  by 
the  Coast  Guard  shall  be  deposited  in  the 
general  fund  of  the  Treasury  as  proprietary 
receipts  of  the  department  in  which  the 
Coast  Guard  is  operating  and  ascribed  to 
Coast  Guard  activities. 

■■(b)  A  fee  charged  for  a  service  or  thing  of 
value  provided  by  the  Coast  Guard  must 
be- 

■■(1)  prescribed  as  provided  under  section 
9701  of  title  31;  and 

■■(2)  based  on  the  following: 

■■(A)  fairness; 

■■(B)  the  costs  to  the  United  States  Gov- 
ernment; 

■■(C)  the  value  of  the  service  or  thing  to 
the  recipient; 

■■(D)  equity  among  transportation  modes; 

"(E)  effect  on  the  ability  of  the  Coast 
Guard  to  perform  its  duties  or  functions 
under  this  title; 

■(F)  public  policy  or  interest  served;  and 

■•(G)  other  relevant  factors. 

••(c)  A  fee  may  not  \k  charged  for  a  service 
or  thing  of  value  provided  by  the  Coast 
Guard  if  the  service  or  thing  of  value— 

■■(1)  is  required  for  national  defense  or 
emergency  search  and  rescue; 

•■(2)  benefits  a  large  segment  of  the  public; 
or 

■■(3)  is  actually  performed  by  the  private 
sector. 

■id)  The  Secretary  may  grant  an  exemp- 
tion from  the  user  fee  requirements  of  this 
section  to  a  person  subject  to  a  fee. 

■■(e)  Before  January  1  oPeach  year,  the 
Secretary  shall  submit  a  report  to  the  Com- 
mittee on  Merchant  Marine  and  Fisheries  of 
the  House  of  Representatives  and  the  Com- 
mittee on  Commerce.  Science  and  Transpor- 
tation of  the  Senate  that  includes— 

••(1)  a  verification  of  each  activity  for 
which  a  user  fee  is  collected  stating— 

••(A)  the  amount  collected  in  the  prior 
fiscal  year;  and 

••(B)  that  the  amount  spent  on  that  activi- 
ty in  that  fiscal  year  are  not  less  than  th'e 
amount  collected;  and 

••(2)  the  amount  expected  to  be  collected 
in  the  current  fiscal  year  for  each  activity 
for  which  a  fee  is  expected  to  be  charged.". 

(b)  Title  46,  United  States  Code,  is  amend- 
ed as  follows: 

(1)  In  section  2101— 

(A)  between  clauses  (20)  and  (21),  insert 
the  following  new  clause: 

"(20a)  •overall  in  length'  means— 

••(A)  for  a  foreign  vessel  or  a  vessel  en- 
gaged on  a  foreign  voyage,  the  greater  of— 

"(i)  96  percent  of  the  length  on  a  water- 
line  at  85  percent  of  the  least  molded  depth 
measured  from  the  top  of  the  keel  (or  on  a 
vessel  designed  with  a  rake  of  keel,  on  a  wa- 
terline  parallel  to  the  designed  waterline); 
or 

■•(ii)  the  length  from  the  fore  side  of  the 
stem  to  the  axis  of  the  rudder  stock  on  that 
waterline;  and 

■•(B)  for  any  other  vessel,  the  horizontal 
distance  of  the  hull  between  the  foremost 
part  of  the  stem  and  the  aftermost  part  of 
the  stem,  excluding  fittings  and  attach- 
ments."; and 
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(B)  add  at  the  end  the  following  new 
clause: 

"(47)  "vessel  of  war'  means  a  vessel— 

"(A)  belonging  to  the  armed  forces  of  a 
country; 

"CB)  bearing  the  external  marl(s  distin- 
guishing vessels  of  war  of  that  country: 

"(C)  under  the  command  of  an  officer 
commissioned  by  the  government  of  that 
country  and  whose  name  appears  in  the  ap- 
propriate service  list  or  its  equivalent;  and 

■•(D)  staffed  by  a  crew  under  regular 
armed  forces  discipline.". 

(2)  Section  2102  is  amended  by  striliing 
"chapters  43"  and  substituting  "chapters  37. 
43.51,". 

(3)  In  section  2109,  strike  "This"  and  sub- 
stitute "Except  as  otherwise  provided,  this". 

(4)  In  section  2110— 

(A)  strike  "examination  of  vessels"  and 
substitute  "examination  of  vessels  under 
part  B  of  this  subtitle";  and 

(B)  strike  "measurement  or". 

(5)  Section  3701  (5)  and  (6)  is  repealed. 

(6)  In  section  12102— 

(A)  insert  the  subsection  designation  "(a)" 
at  the  beginning  of  the  text  of  the  section; 
and 

(B)  add  at  the  end  of  the  section  the  fol- 
lowing new  subsection: 

"(b)  A  vessel  is  eligible  for  documentation 
only  if  it  has  been  measured  under  part  J  of 
this  subtitle.  However,  the  Secretary  may 
issue  a  temporary  certificate  of  documenta- 
tion for  a  vessel  before  it  is  measured.". 

MISCELLANEOUS  PROVISIONS 

Sec  6303.  (a)  Laws  effective  after  January 
1.  1986,  that  are  inconsistent  with  this  sub- 


title supersede  this  subtitle  to  the  extent  of 
the  inconsistency. 

(b)  A  reference  to  a  law  replaced  by  this 
subtitle,  including  a  reference  in  a  regula- 
tion, order,  or  other  law.  is  deemed  to  refer 
to  the  corresponding  provision  of  this  sub- 
title. 

(c)  An  order,  rule,  or  regulation  in  effect 
under  a  law  replaced  by  this  subtitle  contin- 
ues in  effect  under  the  corresponding  provi- 
sion of  this  subtitle  until  repealed,  amend- 
ed, or  superseded. 

(d)  An  action  taken  or  an  offense  commit- 
ted under  a  law  replaced  by  this  subtitle  is 
deemed  to  have  been  taken  or  committed 
under  the  corresponding  provision  of  this 
subtitle. 

(e)  An  inference  of  legislative  construction 
is  not  to  be  drawn  by  reason  of  the  caption 
or  catch  line  of  a  provision  enacted  by  this 
subtitle. 

(f)  If  a  provision  enacted  by  this  subtitle  is 
held  invalid,  all  valid  provisions  that  are 
severable  from  the  invalid  provision  remain 
in  effect.  If  a  provision  of  this  subtitle  is 
held  invalid  in  one  or  more  of  its  applica- 
tions, the  provision  remains  in  effect  in  all 
valid  applications  that  are  severable  from 
the  invalid  application  or  applications. 

(g)  The  Secretary  of  Transportation 
shall- 

(1)  Before  July  19,  1990,  submit  to  Con- 
gress— 

(A)  a  study  of— 

(i)  the  impact  of  applying  vessel  tonnage 
determined  under  chapter  143  of  title  46  (as 
enacted  by  section  6301  of  this  subtitle). 
United  States  Code,  in  laws  of  the  United 
States  that  contain  provisions  based  on  ton- 

Revise<i  Statutes 


nage,  including  an  analysis  of  the  number 
and  types  of  vessels  that  would  become  sub- 
ject to  additional  laws  or  more  stringent  re- 
quirements because  of  that  application;  and 

(ii)  the  extent  to  which  the  tonnage 
thresholds  in  laws  of  the  United  States 
whose  application  is  based  on  tonnage 
would  have  to  be  raised  so  that  additional 
vessels  would  not  become  subject  to  those 
laws  if  their  application  is  based  on  tonnage 
determined  under  chapter  143;  and 

(B)  a  recommendation  of  the  levels  to 
which  the  tonnage  thresholds  in  laws  of  the 
United  States  whose  application  is  based  on 
tonnage  should  be  raised  if  a  complete  con- 
version to  the  International  Convention 
measurement  system  under  chapter  143  is 
made. 

(2)  in  conducting  the  study  under  clause 
(1)  of  this  subsection,  consult  with  repre- 
sentatives of  the  private  sector  having  expe- 
rience with  the  operation  of  vessels  likely  to 
be  affected  by  laws  of  the  United  States 
whose  application  is  based  on  tonnage. 

(3)  before  July  19,  1988,  submit  to  Con- 
gress an  interim  progress  report  on  the 
study  conducted  under  clause  (1)  of  this 
subsection. 

REPEALS 

Sec.  6304.  (a)  The  repeal  of  a  law  by  this 
subtitle  may  not  be  construed  as  a  legisla- 
tive implication  that  the  provision  was  or 
was  not  in  effect  before  its  repeal. 

(b)  The  laws  specified  in  the  following 
schedule  are  repealed,  except  for  rights  and 
duties  that  matured,  penalties  that  were  in- 
curred, and  proceedings  that  were  begun 
before  the  date  of  enactment  of  this  sub- 
title: 


Revised  Statutes  Section 

United  States  Code 

Title  Section 

4148                          

46  App. 
46  App. 
46  App. 
46  App. 
46  App. 

71 

4149              

72 

4151              

75 

4153                      

77 

4154                     

81 

Statutes  at  Large 


Date 


Aug.  5  1882 

Aug.  27  1935 

Sept.  29  1965 

Oct.  1  1973 

Sept.  10  1976 


Chapter  or  Public  Law 


398 

747 

89-219.. 

93-115.. 
94-406.. 


Section 


Statutes  at 
Large 


Vol- 


Page 


22 
49 
79 

87 
90 


300 
888 
891 

418 
1236 


United  States  Code 


Title 


46  App. 
46  App. 
46  App. 

46  App. 
46  App. 


Section 


81 
88-88i 


72.  74.  77, 
83-83k 


86-86i 
420 


Subtitle  E— Adjustment  of  the  U.S.  Investment 
Base  in  the  Panama  Canal  on  Which  Interest 
Payments  to  the  U.S.  Treasury  Are  Computed 

SEC.  MOI.  l'.S.  INVESTMENT  INCREASE. 

Section  1603(b)  of  the  Panama  Canal  Act 
of  1979  (22  U.S.C.  3793(b))  is  amended  by 
striking  out  "and"  at  the  end  of  paragraph 


(1),  by  striking  out  the  period  at  the  end  of 
paragraph  (2)  and  by  inserting  in  lieu  there- 
of ■;  and",  and  by  adding  at  the  end  the  fol- 
lowing: 

"(3)  the  investment  of  the  United  States 
shall  also  be  increased  by  the  amount  of 
tolls  and  other  receipts  that  covers  interest 
on  the  investment  of  the  United  States  and 


that  has  been  or  is  deposited  in  the  Panama 
Canal  Commission  Fund  as  of  December  31, 
1985.". 

SEt .  6402.  EFFEtTIVE  DATE. 

The  amendment  made  by  section  6401 
shall  apply  to  the  United  States  investment 
beginning  on  January  1.  1986. 


Subtitle  F- 
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Subtitle  F— Comprehensive  Oil  Pollution 
Liability  and  Compensation 
SEC.  «50l.  SHORT  TITI.K 

This  subtitle  may  be  cited  as  the  "Com- 
prehensive Oil  Pollution  Liability  and  Com- 
pensation Act". 

PART  I— OIL  POLLl'TION  LIABILITY  AND 
COMPKNSATION 
SEC.  S-Wl   DKKIMTIONS 

For  purposes  of  this  part,  the  term— 

(1)  "claim"  means  a  demand  in  writing  for 
a  sum  certain; 

(2)  "cleanup  costs"  means  costs  of  reason- 
able measures  taken,  after  an  incident  has 
occurred,  to  prevent,  minimize,  or  mitigate 
oil  pollution  from  that  incident; 

(3)  "discharge"  means  any  emission,  inten- 
tional or  unintentional,  and  includes  spill- 
ing, leaking,  pumping,  pouring,  emptying,  or 
dumping; 

(4)  "facility"  means  a  structure,  or  group 
of  structures,  which  is  either— 

(A)  located,  in  whole  or  in  part,  on  the 
Outer  Continental  Shelf  and  used  for  the 
purposes  of  exploring  for,  drilling  for,  pro- 
ducing, storing,  handling,  transferring,  proc- 
essing, or  transporting  oil  produced  from 
the  Outer  Continental  Shelf,  or 

(B)  licensed  under  the  Deepwater  Port 
Act  of  1974; 

(5)  "foreign  claimant"  means  any  person 
residing  in  a  foreign  country,  the  govern- 
ment of  a  foreign  country,  or  any  agency  or 
political  subdivision  thereof,  who  asserts  a 
claim; 

<6)  "foreign  offshore  unit"  means  a  struc- 
ture or  group  of  structures  located,  in  whole 
or  in  part,  in  the  territorial  sea  or  on  the 
continental  shelf  of  a  foreign  country  con- 
tiguous to  the  United  States  and  used  for 
the  purpose  of  exploring  for,  drilling  for, 
producing,  storing,  handling,  transferring, 
processing  or  transporting  oil  produced 
from  the  seabed  beneath  that  territorial  sea 
or  from  that  continental  shelf; 

(7)  "guarantor"  means  the  person,  other 
than  the  responsible  party,  who  provides 
evidence  of  financial  responsibility  for  a  re- 
sponsible parly; 

(8)  "incident"  means  any  occurrence  or 
series  of  occurrences  having  the  same 
origin,  involving  one  or  more  vessels,  facili- 
ties, or  any  combination  thereof,  which 
causes,  or  poses  a  substantial  threat,  of  oil 
pollution; 

(9)  "inland  oil  barge"  means  a  non-self- 
propelled  vessel,  carrying  oil  in  bulk  as 
cargo  or  in  residue  from  cargo  and  certifi- 
cated to  operate  only  on  the  internal  waters 
of  the  United  States  while  operating  in  such 
waters; 

(10)  "internal  waters  of  the  United 
States"  means  those  waters  of  the  United 
States  lying  inside  the  baseline  from  which 
the  territorial  sea  is  measured  and  those 
waters  outside  that  baseline  which  are  a 
part  of  the  Gulf  Intracoastal  Waterway; 

(11)  "lessee"  means  a  person  holding  a 
leasehold  interest  in  an  oil  and  gas  lease  on 
submerged  lands  of  the  outer  Continental 
Shelf  granted  or  maintained  under  the 
Outer  Continental  Shelf  Lands  Act; 

(12)  "licensee"  means  a  person  holding  a 
license  issued  under  the  Deepwater  Port  Act 
of  1974; 

(13)  "mobile  offshore  drilling  unit"  means 
every  watercraft  or  other  contrivance  (other 
than  a  public  vessel  of  the  United  States) 
capable  of  use  as  a  means  of  transportation 
on  water  and  as  a  means  of  drilling  for  oil 
on  the  outer  Continental  Shelf; 

(14)  "natural  resources"  means  living  and 
nonliving  resources  belonging  to,  managed 


by.  held  in  trust  by,  appertaining  to.  or  oth- 
erwise controlled  by  the  United  States  (in- 
cluding the  resources  of  the  fishery  conser- 
vation zone  established  by  the  Fishery  Con- 
ser\'ation  and  Management  Act  of  1976), 
any  State  or  local  government,  or  any  for- 
eign government; 

(15)  "navigable  waters"  means  the  waters 
of  the  United  States,  including  the  territori- 
al sea; 

(16)  "oil"  means  petroleum,  including 
crude  oil  or  any  fraction  or  residue  there- 
from; 

(17)  "oil  pollution"  means— 

(A)  the  presence  of  oil  in  or  on  the  naviga- 
ble waters  or  on  land  within  the  United 
States  immediately  adjacent  thereto,  or  in 
or  on  the  waters  of  the  contiguous  zone— 

(i)  which  has  been  discharged  from  a 
vessel  or  facility;  and 

(ii)  which  has  been  discharged  in  quanti- 
ties which  the  President  has  determined 
may  be  harmful  pursuant  to  paragraph  (4) 
of  subsection  (b)  of  section  311  of  the  Feder- 
al Water  Pollution  Control  Act; 

(B)  the  presence  of  oil  (other  than  natural 
seepage)  in  or  on  waters  outside  the  territo- 
rial limits  of  the  United  States  and  of  any 
foreign  country— 

(i)  which  has  been  discharged  in  connec- 
tion with  activities  conducted  under  the 
Outer  Continental  Shelf  Lands  Act; 

(ii)  which  has  been  discharged  from  a 
deepwater  port  licensed  under  the  Deepwa- 
ter Port  Act  of  1974  or  from  a  vessel  transit- 
ing to  or  from  a  deepwater  port  and  located 
in  a  safety  zone  of  a  deepwater  port  licensed 
under  such  Act; 

(iii)  causing  injury  to  or  loss  of  natural  re- 
sources; or 

(iv)  which  has  been  discharged,  before 
being  brought  ashore  in  a  port  in  the  United 
States,  from  a  ship  that  received  such  oil  at 
the  terminal  of  the  pipeline  Constructed 
under  the  Trans-Alaska  Pipeline  Authoriza- 
tion Act  (43  U.S.C.  1651  et  seq.)  for  trans- 
portation to  a  port  in  the  United  States;  and 

(C)  the  presence  of  oil  (other  than  natural 
seepage)  in  or  on  the  waters,  including  the 
territorial  sea,  or  adjacent  shoreline,  of  a 
foreign  country— 

(i)  which  has  been  discharged  from  a 
vessel  located  within  the  navigable  waters: 

(ii)  which  has  been  discharged  in  connec- 
tion with  activities  conducted  under  the 
Outer  Continental  Shelf  Lands  Act: 

(iii)  which  has  been  discharged  from  a 
deepwater  port  licensed  under  the  Deepwa- 
ter Port  Act  of  1974  or  a  vessel  transiting  to 
or  from  a  deepwater  port  and  located  in  a 
safety  zone  of  a  deepwater  port  under  such 
Act;  or 

(iv)  which,  in  the  case  of  the  waters  or  ad- 
jacent shoreline  of  Canada,  has  been  dis- 
charged, before  being  brought  ashore  in  a 
port  in  the  United  States,  from  a  ship  that 
received  such  oil  at  the  terminal  of  the  pipe- 
line constructed  under  the  Trans-Alaska 
Pipeline  Authorization  Act  (43  U.S.C.  1651 
et  seq.)  for  transportation  to  a  port  in  the 
United  States: 

(18)  "operator"  means— 

(A)  in  the  case  of  a  vessel,  a  charterer  by 
demise  or  any  other  person,  except  the 
owner,  who  is  responsible  for  the  operation, 
manning,  victualing,  and  supplying  of  the 
vessel;  or 

(B)  in  the  case  of  a  pipeline,  any  person, 
except  the  owner,  who  is  responsible  for  the 
operation  of  such  pipeline  by  agreement 
with  the  owner; 

(19)  "Outer  Continental  Shelf"  has  the 
meaning  set  forth  in  subsection  (a)  of  sec- 
tion 2  of  the  Outer  Continental  Shelf  Lands 
Act; 


(20)  "owner"  means,  in  the  case  of  a  vessel 
or  a  pipeline,  any  person  holding  title  to,  or 
in  the  absence  of  title,  any  other  indicia  of 
ownership  of.  the  vessel  or  pipeline,  wheth- 
er by  lease,  permit,  contract,  license,  or 
other  form  of  agreement,  except  that  such 
term  does  not  include  a  person  who,  without 
participating  in  the  management  or  oper- 
ation of  a  vessel  or  a  pipeline,  holds  indicia 
of  ownership  primarily  to  protect  his  securi- 
ty interest  in  the  vessel  or  pipeline; 

(21)  "permittee"  means  a  person  holding 
an  authorization,  license,  or  permit  for  geo- 
logical exploration  issued  under  section  11 
of  the  Outer  Continental  Shelf  Lands  Act; 

(22)  "person"  means  an  individual,  firm, 
corporation,  association,  partnership,  con- 
sortium, joint  venture,  or  any  other  com- 
mercial, legal,  or  governmental  entity; 

(23)  "public  vessel"  means  a  vessel 
which— 

(A)  is  owned  or  chartered  by  demise,  and 
operated  by  (i)  the  "United  States,  (ii)  a 
State  or  political  subdivision  thereof,  or  (iii) 
a  foreign  government,  and 

(B)  is  not  engaged  in  commercial  service; 

(24)  "removal  costs"  means— 

(A)  costs  incurred  under  subsection  (c), 
(d).  or  (1)  of  section  311  of  the  Federal 
Water  Pollution  Control  Act.  section  5  of 
the  Intenention  on  the  High  Seas  Act.  or 
subsection  (b)  of  section  18  of  the  Deepwa- 
ter Port  Act  of  1974.  and 

(B)  cleanup  costs,  other  than  the  costs  de- 
scribed in  subparagraph  (A): 

(25)  "responsible  party"  means— 

(A)  with  respect  to  a  vessel  or  a  pipeline, 
the  owner  or  operator  of  such  vessel  or  pipe- 
line; 

(B)  with  respect  to  a  facility  (other  than  a 
deepwater  port  or  pipeline),  the  lessee  or 
permittee  of  the  area  in  which  such  facility 
is  located,  or  the  holder  of  a  right  of  use 
and  easement  granted  under  the  Outer  Con- 
tinental Shelf  Lands  Act  for  the  area  in 
which  such  facility  is  located  where  such 
holder  is  a  different  person  than  the  lessee 
or  permittee;  and 

(C)  with  respect  to  a  deepwater  port,  the 
licensee; 

(26)  "Secretary"  means  the  Secretary  of 
Transportation; 

(27)  "ship"  means  a  vessel  (other  than  an 
inland  oil  barge)  carrying  oil  in  bulk  as 
cargo  or  in  residue  from  cargo; 

(28)  "Trust  Fund"  means  the  Oil  Spill  Li- 
ability Trust  Fund  established  by  section 
9505  of  the  Internal  Revenue  Code  of  1954; 

(29)  "United  States"  and  "State"  mean 
the  several  States  of  the  United  States,  the 
District  of  Columbia.  Puerto  Rico.  Guam. 
American  Samoa,  the  Virgin  Islands,  the 
Commonwealth  of  the  Northern  Marianas, 
the  Trust  Territory  of  the  Pacific  Islands, 
and  any  other  territory  or  possession  of  the 
United  States; 

(30)  "United  States  claimant"  means  any 
person  residing  in  the  United  States,  the 
Government  of  the  United  States  or  any 
agency  thereof,  or  the  government  of  a 
State  or  a  political  subdivision  thereof,  who 
asserts  a  claim:  and 

(31)  "vessel"  means  every  description  of 
watercraft  or  other  artificial  contrivance 
used,  or  capable  of  being  used,  as  a  means  of 
transportation  on  water. 

SEC.   6502.   t(K)RmNATION    WITH    INTERNATIONAL 
CONVENTIONS 

During  any  period  In  which  both  the 
International  Convention  on  Civil  Liability 
for  Oil  Pollution  Damage.  1984.  and  the 
International  Convention  on  the  Establish- 
ment of  an  International  Fund  for  Compen- 
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sation  for  Oil  Pollution  Damage.  1984.  are 
in  forct  with  respect  to  the  United  Stales, 
this  part  shall  not  apply  with  respect  to 
damage  arising  out  of  or  directly  resulting 
from  oil  pollution  or  a  substantial  threat  of 
oil  pollution  to  the  extent  that  compensa- 
tion is  available  under  such  conventions  and 
part  4. 

.>iK«  .  f>:M.\.  IM.^A«;KS  \M>  «  I.AIMANTS. 

(a)  Damages  for  Which  Claims  May  be 
Asserted.— Claims  may  be  asserted,  to  the 
extent  provided  in  this  section,  for  damages 
for  economic  loss  incurred  on  or  after  the 
effective  date  of  this  section  and  arising  out 
of  or  directly  resulting  from  oil  pollution  or 
the  substantial  threat  of  oil  pollution  for— 

( 1 )  removal  costs: 

(2)  injury  to.  or  destruction  of.  real  or  per- 
sonal property: 

(3)  reasonable  costs  incurred  in  (A)  assess- 
ing both  short-term  and  long-term  injury  to. 
or  destruction  of.  natural  resources.  (B)  pre- 
paring a  restoration  and  acquisition  plan 
with  respect  to  the  damaged  resources,  and 
(C)  restoring  or  acquiring  the  equivalent  of 
the  damaged  resources: 

(4)  loss  of  subsistence  use  of  natural  re- 
sources: 

(5)  loss  of  profits  or  impairment  of  earn- 
ing capacity  due  to  injury  or  destruction  of 
real  or  personal  property  or  natural  re- 
sources to  the  extent  that  such  damages  are 
sustained  during  the  two-year  period  begin- 
ning on  the  date  the  claimant  first  suffers 
such  loss:  and 

(6)  loss  of  tax  revenue  for  a  period  of  one 
year  due  to  injury  to  real  or  personal  prop- 
erty. 

(b)  Removal  Costs  Recoverable  by  All 
Claimants.— 

(1)  General  rule.— A  claim  may  be  assert- 
ed under  paragraph  (1)  of  subsection  (a)  by 
any  person. 

(2)  Limitation  on  recovery  by  responsi- 
ble PARTY.— (A)  The  responsible  party  with 
respect  to  a  vessel  or  facility  involved  in  an 
incident  may  assert  a  claim  under  para- 
graph (1)  of  subsection  (a)  only  if  he  can 
show  that— 

(i)  he  is  entitled  to  a  defense  to  liability 
under  section  6504(c).  or 

(ii)  he  is  entitled  to  a  limitation  of  liability 
under  section  6504(b). 

(B)  A  claimant  who  is  not  entitled  to  a  de- 
fense to  liability,  but  who  is  entitled  to  a 
limitation  of  liability,  may  assert  a  claim 
under  paragraph  (1)  of  subsection  (a)  only 
to  the  extent  that  the  sum  of  the  removal 
costs  incurred  by  the  responsible  party  plus 
the  amounts  paid  by  the  responsible  party 
or  by  the  guarantor  on  Ijehalf  of  the  respon- 
sible party  for  claims  asserted  under  subsec- 
tion (a)  exceeds  the  amount  to  which  the 
total  of  the  liability  under  section  6504(a) 
and  removal  costs  incurred  by,  or  on  behalf 
of.  the  responsible  party  is  limited  under 
section  6504(b). 

(c)  Other  Damages  Recoverable  by 
United  States  Claimants.— 

(1)  Injury  to  property;  subsistence  use 
OF  natural  resources.— a  claim  may  l>e  as- 
serted under  paragraphs  (2)  and  (4)  of  sub- 
section (a)  with  respect  to  oil  pollution  de- 
scribed in  subparagraph  (A)  or  (B)  of  sec- 
tion 6501(17)  by  any  United  States  claimant, 
but  only  if  the  property  involved  is  owned 
or  leased,  or  the  natural  resource  involved  is 
utilized,  by  the  claimant. 

(2)  Injury  to  natural  resources.— A 
claim  may  be  asserted  under  paragraph  (3) 
of  subsection  (a)  by  the  President  as  trustee 
for  natural  resources  controlled  by  the 
United  States  or  by  the  Governor  of  any 
State    for    natural    resources    within    the 


boundary  of  the  State  and  controlled  by  the 
State  or  a  local  government  within  the 
State. 

(3)  Loss  OF  profits.  -A  claim  may  be  as- 
serted under  paragraph  (5)  of  sub.section  (a) 
with  respect  to  oil  pollution  described  in 
subparagraph  (A)  or  (B)  of  section  6501(17) 
by  any  United  States  claimant,  but  only  If 
the  claimant  derives  at  least  25  percent  of 
his  earnings  from  activities  which  utilize 
the  property  or  natural  resource  or,  if  such 
activities  are  seasonal  in  nature.  25  percent 
of  the  claimant's  earnings  during  the  season 
in  which  such  activities  took  place. 

(4)  Loss  OF  tax  revenue.— a  claim  may  be 
asserted  under  paragraph  (6)  of  subsection 
(a)  only  by  a  State  or  political  subdivision 
thereof. 

(d)  Other  Damages  Recoverable  by  For- 
eign Claimants.— 

(1)  General  rule.— A  claim  may  be  assert- 
ed under  paragraph  (2).  (3).  (4).  or  (5)  of 
subsection  (a)  with  respect  to  oil  pollution 
described  in  subparagraph  (C)  of  section 
6501(17)  by  a  foreign  claimant  who  is  a  resi- 
dent of  the  country  in  which  the  oil  pollu- 
tion occurs,  to  the  same  extent  that  a 
United  States  claimant  would  be  able  to 
assert  a  claim  with  respect  to  oil  pollution 
described  in  subparagraph  (A)  of  section 
6501(17).  if- 

(A)  the  foreign  claimant  is  not  otherwise 
compensated  for  his  loss;  and 

(B)  recovery  is  authorized  by  a  treaty  or 
an  executive  agreement  between  the  United 
States  and  the  foreign  country  of  which  the 
claimant  is  a  resident,  or  the  Secretary  of 
State,  in  consultation  with  the  Attorney 
General  and  other  appropriate  officials,  cer- 
tifies that  such  country  provides  a  compara- 
ble remedy  for  United  States  claimants. 

(2)  Special  rule  for  Canadian  claimants 
respecting  trans-alaska  pipeline  oil.— In 
the  case  of  any  oil  pollution  described  in 
section  6501(  17)(B)(iv)  or  6501(  17)(C)(iv).  a 
claim  may  be  asserted  under  paragraph  (2). 
(3).  (4).  or  (5)  of  subsection  (a)  by  a  resident 
of  Canada  without  regard  to  subparagraph 
(B)  of  paragraph  (1).  to  the  same  extent 
that  a  United  States  claimant  would  be  able 
to  assert  a  claim  with  respect  to  oil  pollu- 
tion described  in  subparagraphs  (A)  and  (B) 
of  section  6501(17). 

(e)  Attorney  General.— A  claim  may  be 
asserted  under  sub.section  (a)  by  the  Attor- 
ney General,  on  his  own  motion  or  at  the  re- 
quest of  the  Secretary,  on  behalf  of  any 
group  of  United  States  claimants  who  may 
assert  a  claim  under  this  section. 

(f)  Group  of  Claimants.— If  the  Attorney 
General  fails  to  act  under  subsection  (e) 
within  sixty  days  after  the  date  on  which 
the  Secretary  designates  a  source  under  sec- 
tion 6506.  any  member  of  a  group  may 
assert  a  claim  for  damages  on  behalf  of  that 
group.  Failure  of  the  Attorney  General  to 
act  shall  have  no  bearing  on  any  claim  for 
damages  asserted  under  this  section. 

SK(.  s.wi.  i.iahii.ity 

(a)  Joint.  Several,  and  Strict  Liabil- 
ity.— 

(1)  General  rule.— Subject  to  paragraph 
(2)  of  this  subsection  and  subsections  (b) 
and  (c).  the  responsible  party  with  respect 
to  a  facility  or  a  vessel  (other  than  a  public 
vessel)  that  is  the  source  of  oil  pollution,  or 
poses  a  substantial  threat  of  oil  pollution  in 
circumstances  that  justify  the  incurrence  of 
the  type  of  costs  described  in  section 
6501<24)(A),  shall  be  jointly,  severally,  and 
strictly  liable  for  all  damages  for  which  a 
claim  may  be  asserted  under  section  6503. 

(2)  Special  rule  for  modu's.— (A)  Except 
as  provided  in  subparagraph  (B).  in  any  case 


in  which  a  mobile  offshore  drilling  unit  is 
being  used  as  a  facility  and  is  the  source  of 
oil  pollution  originating  on  or  above  the  sur- 
face of  the  water  or  poses  a  substantial 
threat  of  such  oil  pollution,  such  unit  shall 
be  deemed  to  be  a  vessel  which  is  a  ship  for 
purposes  of  this  part. 

(B)  To  the  extent  that  damages  for  which 
claims  may  be  asserted  under  section  6503 
from  any  incident  described  in  subpara- 
graph (A)  exceed  the  amount  for  which  the 
responsible  party  is  liable  under  subpara- 
graph (A)  (as  such  amount  may  be  limited 
under  subsection  (b)(1)(B)),  the  mobile  off- 
shore drilling  unit  shall  be  deemed  to  be  a 
facility  covered  by  subsection  (b)(1)(D), 
except  that  for  purposes  of  applying  subsec- 
tion (b)(1)(D)  the  amount  specified  in  such 
subsection  shall  be  reduced  by  the  amount 
for  which  the  responsible  party  with  respect 
to  a  ship  is  liable  under  subparagraph  (A). 

(C)  In  the  case  of  any  incident  described 
in  subparagraph  (A)— 

(i)  which  is  caused  primarily  by  willful 
mi-sconduct  or  gross  negligence  within  the 
privity  or  knowledge  of  both  the  owner  or 
operator  of  the  mobile  offshore  drilling  unit 
and  the  lessee  or  permittee  of  the  area,  or 
holder  of  a  right  of  use  or  easement  for  the 
area,  in  which  such  unit  is  located;  or 

(ii)  with  respect  to  which  both  such  owner 
or  operator  and  such  lessee  or  permittee  or 
holder  fail  or  refuse  to  report  the  incident 
where  required  by  law  or  to  provide  all  rea- 
.sonable  cooperation  and  assistance  request- 
cA  by  the  responsible  Federal  official  in  fur- 
therance of  cleanup  and  removal  activities; 
such  owner  or  operator  and  such  lessee  or 
permittee  or  holcler  shall  be  jointly,  several- 
ly, and  strictly  liable  (without  limitation 
under  subsection  (b))  for  all  loss  for  w'hich  a 
claim  may  be  asserted  under  section  6503. 

(b)  Limits  on  Liability.— 

( 1 )  General  rule.— Except  as  provided  in 
paragraph  (2).  the  total  of  the  liability 
under  sub.section  (a)  and  any  removal  costs 
incurred  by.  or  on  behalf  of.  the  responsible 
party  with  respect  to  an  incident  shall  be 
limited  to— 

(A)  in  the  case  of  a  vessel  other  than  a 
ship  or  an  inland  oil  barge,  $500,000  or  $300 
per  gross  ton  whichever  is  greater: 

(B)  in  the  case  of  a  ship,  $3,000,000  or 
$420  per  gross  ton,  whichever  is  greater  (but 
not  to  exceed  $60,000,000); 

(C)  in  the  case  of  an  inland  oil  barge, 
$150,000  or  $150  per  gross  ton,  whichever  is 
greater;  or 

(D)  in  the  case  of  a  facility.  $50,000,000. 

(2)  Exceptions.— Paragraph  (1)  shall  not 
apply- 

(A)  when  the  incident  is  caused  primarily 
by  willful  misconduct  or  gross  negligence 
within  the  privity  or  knowledge  of  a  respon- 
sible party;  or 

(B)  when  a  responsible  party  fails  or  re- 
fuses to  report  the  incident  where  required 
by  law  or  to  provide  all  reasonable  coopera- 
tion and  assistance  requested  by  the  respon- 
sible Federal  official  in  furtherance  of 
cleanup  and  removal  activities. 

(3)  Report.— The  Secretary  shall,  from 
time  to  time,  report  to  Congress  on  the  de- 
sirability of  adjusting  the  limitations  on  li- 
ability specified  in  this  subsection. 

(c)  Defenses  to  Liability.— 

(1)  Complete  defenses.— Except  when  the 
responsible  party  has  failed  or  refused  to 
report  an  incident  where  required  by  law. 
there  shall  be  no  liability  under  subsection 
(a)  if  the  responsible  party  proves  that  the 
incident— 

(A)  resulted  from  an  act  of  war,  hostilities, 
civil  war,  insurrection,  or  a  natural  phe- 
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nomenon of  an, exceptional,  inevitable,  and 
irresistible  character,  or 

(B)  was  wholly  caused  by  an  act  or  omis- 
sion of  a  person  other  than— 

(i)  a  responsible  party: 

(ii)  an  employee  or  agent  of  a  responsible 
party:  or 

(iii)  one  whose  act  or  omission  occurs  in 
connection  with  a  contractual  relationship 
with  a  responsible  party. 

(2)  Partial  defenses.— There  shall  be  no 
liability  under  subsection  (a)— 

(A)  as  to  a  particular  claimant,  where  the 
incident  or  economic  loss  is  caused,  in  whole 
or  in  part,  by  the  gross  negligence  or  willful 
misconduct  of  that  claimant:  or 

(B)  as  to  a  particular  claimant,  to  the 
extent  that  the  incident  or  economic  loss  is 
caused  by  the  negligence  of  that  claimant. 

(d)  Liability  of  Trust  Fund.— 

(1)  General  rule.— The  Trust  Fund  shall 
be  liable  for  damages  for  which  claims  may 
be  asserted  under  section  6503  and  for 
which  claims  are  presented  under  this  part, 
to  the  extent  that  the  damages  are  not  oth- 
erwise compensated. 

(2)  Foreign  offshore  unit.— In  any  case 
where  oil.  which  has  b«en  discharged  from  a 
foreign  offshore  unit,  causes  any  economic 
loss  of  a  type  compensable  under  section 
6503  to  any  United  States  claimant,  the 
Trust  Fund  shall  be  liable  to  that  United 
States  claimant  as  if  the  economic  loss  arose 
out  of  or  directly  resulted  from  oil  pollution 
or  the  substantial  threat  of  oil  pollution. 

(3)  Claims  exceeding  convention  liabil- 
ity.—During  any  period  in  which  both  the 
International  Convention  on  Civil  Liability 
for  Oil  Pollution  Damage.  1984.  and  the 
International  Convention  on  the  Establish- 
ment of  an  International  Fund  for  Compen- 
sation for  Oil  Pollution  Damage.  1984.  are 
in  force  with  respect  to  the  United  States, 
the  Trust  Fund  shall  be  liable  for  claims  for 
damages  by  United  States  claimants  under 
this  part  which  exceed  the  compensation 
available  under  those  conventions. 

(4)  Defenses  to  liability.— Except  for  the 
removal  costs  specified  in  section 
6501(24)(A).  there  shall  be  no  liability  under 
paragraph  ( 1 ).  ( 2 ).  or  ( 3 )— 

(A)  where  the  incident  is  cau.sed  wholly  by 
an  act  of  war.  hostilities,  civil  war.  or  insur- 
rection: 

(B)  as  to  a  particular  claimant,  where  the 
incident  or  the  economic  loss  is  caused,  in 
whole  or  in  part,  by  the  gross  negligence  or 
willful  misconduct  of  that  claimant:  or 

(C)  as  to  a  particular  claimant,  to  the 
extent  that  the  incident  or  the  economic 
loss  is  caused  by  the  negligence  of  that 
claimant. 

(e)  Liability  for  Interest.— 

(1)  General  rule.— The  responsible  party 
or  his  guarantor  shall  be  liable  to  the  claim- 
ant for  interest  on  the  amount  paid  in  satis- 
faction of  a  claim  under  section  6503  for  the 
period  described  in  paragraph  (2). 

(2)  Period  for  which  interest  is  owed.— 
(A)  Except  as  provided  in  subparagraph  (B). 
the  period  for  which  interest  shall  be  paid 
under  paragraph  ( 1 )  is  the  period  beginning 
on  the  date  on  which  the  claim  is  presented 
to  the  responsible  party  or  guarantor  and 
ending  on  the  date  on  which  the  claimant  is 
paid,  inclusive. 

(B)  If  the  responsible  party  or  guarantor 
offers  to  the  claimant  an  amount  equal  to 
or  greater  than  that  finally  paid  in  satisfac- 
tion of  the  claim,  the  period  described  in 
subparagraph  (A)  shall  not  include  the 
period  beginning  on  the  date  such  offer  is 
made  and  ending  on  the  date  such  offer  is 
accepted.  If  such  offer  is  made  within  sixty 


days  after  the  date  upon  which  the  claim  is 
presented,  or  of  the  date  upon  which  adver- 
tising is  begun  pursuant  to  section  6506. 
whichever  is  later,  the  period  de.scribed  in 
subparagraph  (A)  shall  not  include  any 
period  before  such  offer  is  accepted. 

(3)  Rate  of  interest.— The  interest  paid 
under  this  subsection  shall  be  calculated  at 
the  average  of  the  highest  rate  for  commer- 
cial and  finance  company  paper  of  maturi- 
ties of  one  hundred  and  eighty  days  or  less 
obtaining  on  each  of  the  days  included 
within  the  period  for  which  interest  must  be 
paid  to  the  claimant,  as  published  in  the 
Federal  Reserve  bulletin. 

(4)  Relationship  to  liability  limits.— In- 
terest under  this  subsection  shall  be  in  addi- 
tion to  damages  for  which  claims  may  be  as- 
serted under  .section  6503  and  shall  be  paid 
without  regard  to  any  limitation  of  liability 
under  subsection  (b).  The  payment  of  inter- 
est under  this  subsection  by  a  guarantor 
shall  be  subject  to  section  6S05(e). 

(f )  Agreements.— 

( 1 )  Liability  not  transferable.— A  re- 
sponsible party  may  not  transfer  the  liabil- 
ity imposed  under  this  section  to  any  other 
person. 

(2)  Indemnification  agreements.— Noth- 
ing in  this  subtitle  shall  preclude  an  agree- 
ment whereby  a  person  who.  by  an  agree- 
ment with  a  responsible  party,  agrees  to  in- 
demnify the  responsible  party  for  the  liabil- 
ity imposed  under  subsection  (a). 

(g)  Relationship  to  Other  Causes  of 
Action.— Nothing  in  this  part  shall  bar  a 
cause  of  action  that  a  responsible  parly  sub- 
ject to  liability  under  this  section  or  a  guar- 
antor has  or  would  have  by  reason  of  subro- 
gation or  otherwise  against  any  person. 

(h)  Relationship  to  Other  Law.— To  the 
extent  that  it  is  in  conflict  with,  or  other- 
wise inconsistent  with,  any  other  law  (other 
than  part  5  or  any  amendment  made  by 
part  5)  relating  to  liability  or  the  limitation 
thereof,  this  section  supersedes  such  other 
law. 

(i)  Administrative  Costs.— The  Trust 
Fund  shall  not  be  available  for  the  payment 
of  costs  and  expenses  of  administration  of 
this  subtitle,  unless  such  costs  and  expenses 
are  necessary  for  and  incidental  to  the  im- 
plementation of  this  subtitle. 

SK<    fi.io.i.  KINANdAI.  KKSHONSIHII.ITY. 

(a)  Vessels.— 

(1)  Requirement.- The  responsible  party 
with  respect  to  each  vessel  (except  a  public 
vessel  or  a  non-self-propelled  vessel  that 
does  not  carry  oil  as  cargo  or  fuel)  over 
three  hundred  gross  tons  that  uses  a  facility 
or  the  navigable  waters  shall  establish  and 
maintain,  in  accordance  with  regulations 
promulgated  by  the  Secretary,  evidence  of 
financial  responsibility  sufficient  to  satisfy 
the  maximum  liability  under  section  6504  to 
which  the  responsible  party  would  be  ex- 
posed in  a  case  where  he  would  be  entitled 
to  limit  his  liability  in  accordance  with  sub- 
section (b)  of  section  6504.  In  cases  where  a 
responsible  party  owns  or  operates  more 
than  one  vessel  subject  to  this  subsection, 
evidence  of  financial  responsibility  need  be 
established  only  to  meet  the  maximum  li- 
ability applicable  to  the  largest  of  such  ves- 
sels. 

(2)  Withholding  clearance.— The  Secre- 
tary of  the  Treasury  shall  withhold  or 
revoke  the  clearance  required  by  section 
4197  of  the  Revised  Statutes  of  the  United 
States  of  any  vessel  subject  to  this  subsec- 
tion that  does  not  have  the  certification  re- 
quired under  this  subsection  or  the  regula- 
tic)ns  Issued  hereunder. 


(3)  Denying  entry  to  or  detaining  ves- 
sels.—The  Secretary  of  the  department  in 
which  the  Coast  Guard  is  operating  may  (A) 
deny  entry  to  any  facility,  to  any  port  or 
place  in  the  United  States,  or  to  the  naviga- 
ble waters,  or  (B)  detain  at  the  facility  or  at 
the  port  or  place  in  the  United  States,  any 
vessel  subject  to  this  subsection  that,  upon 
request,  does  not  produce  the  certification 
required  under  this  subsection  or  regula- 
tions issued  hereunder. 

(b)  Facilities— The  responsible  party 
with  respect  to  each  facility  shall  establish 
and  maintain,  in  accordance  with  regula- 
tions issued  by  the  Secretary,  evidence  of  fi- 
nancial responsibility  sufficient  to  satisfy 
the  maximum  amount  of  liability  to  which 
the  responsible  party  would  be  exposed  in  a 
case  where  he  would  be  entitled  to  limit  his 
liability  in  accordance  with  subsection  (b)  of 
section  6504.  In  cases  where  the  responsible 
party  is  responsible  for  more  than  one  facili- 
ty subject  to  this  subsection,  evidence  of  fi- 
nancial responsibility  need  be  established 
only  to  meet  the  maximum  liability  applica- 
ble to  one  such  facility. 

(c)  Methods.— Financial  responsibility 
under  this  section  may  be  established  by 
any  one.  or  by  any  combination,  of  the  fol- 
lowing methods  acceptable  to  the  Secretary: 
evidence  of  insurance,  surety  bond,  qualifi- 
cation as  a  self-insurer,  or  other  evidence  of 
financial  responsibility.  Any  bond  filed  shall 
be  issued  by  a  bonding  company  authorized 
to  do  business  in  the  United  States. 

(d)  Claims  Against  Guarantor.— Any 
claim  authorized  by  section  6503(ai  may  be 
asserted  directly  against  any  guarantor  pro- 
viding evidence  of  financial  responsibility  as 
required  under  this  .section  for  any  responsi- 
ble party  with  respect  to  a  facility  or  vessel. 
In  defending  against  such  a  claim,  the  guar- 
antor may  invoke  all  rights  and  defenses 
which  would  be  available  to  the  responsible 
party  under  this  part.  He  may  also  invoke 
the  defense  that  the  incident  was  caused  by 
the  willful  misconduct  of  the  responsible 
party,  but  he  may  not  invoke  any  other  de- 
fense that  he  might  be  entitled  to  invoke  in 
proceedings  brought  by  the  responsible 
party  against  him. 

(e)  Limitation  on  Guarantor's  Liabil- 
ity.—Nothing  in  this  part  shall  impose  li- 
ability with  respect  to  an  incident  on  any 
guarantor  for  damages  or  removal  costs 
which  exceeds,  in  the  aggregate,  the 
amount  of  financial  responsibility  which 
that  guarantor  has  provided  for  the  respon- 
sible party  for  any  vessel  or  facility  that  was 
a  source  of  oil  pollution  in  that  incident. 
Nothing  in  this  subsection  shall  be  con- 
strued to  limit  any  other  statutory,  contrac- 
tual, or  common  law  liability  of  a  guarantor 
to  any  responsible  party  for  whom  such 
guarantor  provides  evidence  of  financial  re- 
sponsibility including,  but  not  limited  to. 
the  liability  of  such  guarantor  for  negotiat- 
ing in  bad  faith  a  settlement  of  any  claim. 

SKt .  S-VKi.  DKSKiNATION  AM)  ADVKKTISEMENT 

(a)  Designation  of  Source  and  Notifica- 
tion.—When  the  Secretary  receives  infor- 
mation of  an  incident  that  involves  oil  pollu- 
tion, he  shall,  where  possible  and  appropri- 
ate, designate  the  source  or  sources  of  the. 
oil  pollution.  If  a  designated  source  is  a 
vessel  or  a  facility,  the  Secretary  shall  im- 
mediately notify  the  responsible  party  and 
the  guarantor,  if  known,  of  that  designa- 
tion. 

(b)  Advertisement  by  the  Responsible 
Party  or  Guarantor.— If  a  responsible 
party  or  guarantor  fails  to  inform  the  Secre- 
tary, within  five  days  after  receiving  notifl- 
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cation  of  a  designation  under  subsection  (a), 
of  his  denial  of  the  designation,  such  party 
or  guarantor  shall  advertise  the  designation 
and  the  procedures  by  which  claims  may  be 
presented  to  such  party  or  guarantor,  in  ac- 
cordance with  regulations  promulgated  by 
the  Secretary.  Advertisement  under  the  pre- 
ceding sentence  shall  t>egin  no  later  than 
fifteen  days  after  the  date  of  the  desieina- 
tion  made  under  subsection  (a).  If  advertise- 
ment is  not  otherwise  made  in  accordance 
with  this  subsection,  the  Secretary  shall 
promptly  and  at  the  expense  of  the  respon- 
sible party  or  the  guarantor  involved,  adver- 
tise the  designation  and  the  procedures  by 
which  claims  may  be  presented  to  the  re- 
sponsible party  or  guarantor.  Advertisement 
under  this  subsection  shall  continue  for  a 
period  of  no  less  than  thirty  days. 

(c)  Advehtisement  by  the  Secretary.— 
If- 

(1)  the  responsible  party  and  the  guaran- 
tor both  deny  a  designation  within  five  days 
after  receiving  notification  of  a  designation 
under  subsection  (a), 

(2)  the  source  of  the  oil  pollution  was  a 
public  vessel,  or 

(3)  the  Secretary  is  unable  to  designate 
the  source  or  sources  of  the  oil  pollution 
under  subsection  (a). 

the  Secretary  shall  advertise  or  otherwise 
notify  potential  claimants  of  the  procedures 
by  which  claims  may  be  presented  to  the 
Trust  Fund. 

SEC.  4567.  rUAIMS  Sfmi-EMENT. 

(a)  I»RESENTATION    TO    RESPONSIBLE    PARTY 

OR  Guarantor.— Except  as  provided  in  sub- 
section (b),  all  claims  shall  be  presented  to 
the  responsible  party  or  guarantor  of  the 
source  designated  under  section  6506(a). 

(b)  Presentation  to  Trust  Fund.— Claims 
may  be  presented  to  the  Trust  Fund- 

(1)  where  the  Secretary  has  advertised  or 
otherwise  notified  claimants  in  accordance 
with  section  6506(c): 

(2)  by  a  responsible  party  who  may  assert 
a  claim  under  section  6503(a): 

(3)  by  the  Governor  of  a  State  for  cleanup 
costs  incurred  by  that  State:  or 

(4)  by  a  United  States  claimant  in  a  case 
where  a  foreign  offshore  unit  has  dis- 
charged oil  causing  damage  for  which  the 
Trust  Fund  is  liable  under  section 
6S04(dK2). 

(c)  EIlection.— If  a  claim  is  presented  in 
accordance  with  subsection  (a)  and— 

( 1 )  each  person  to  whom  the  claim  is  pre- 
sented denies  all  liability  for  the  claim,  or 

(2)  the  claim  is  not  settled  by  any  person 
by  payment  within  180  days  after  the  date 
upon  which  (A)  the  claim  was  presented,  or 
(B)  advertising  was  begun  pursuant  to  sec- 
tion 6506(b).  whichever  is  later. 

the  claimant  may  elect  to  commence  an 
action  in  court  against  the  responsible  party 
or  guarantor  or  to  present  the  claim  to  the 
Trust  F\ind.  Such  an  election  shall  be  irrev- 
ocable and  exclusive. 

(d)  Uncompensated  Damages.— If  a  claim  is 
presented  in  accordance  with  subsection  (a) 
and  full  and  adequate  compensation  is  un- 
available, either  because  the  claim  exceeds  a 
limit  of  liability  invoked  under  section  6504 
or  because  the  responsible  party  and  his 
guarantor  are  financially  incapable  of  meet- 
ing their  obligations  in  full,  a  claim  for  the 
uncompensated  damages  may  t>e  presented 
to  the  Trust  Fund. 

(e)  Transmittal  op  Claim  and  E>ocu- 
MXirTS.— In  the  case  of  a  claim  which  has 
been  presented  to  any  person  under  subsec- 
tion (a)  and  which  is  being  presented  to  the 
Trust  Fund  under  sut)section  (c)  or  <d),  that 
person,  at  the  request  of  the  claimant,  shall 


transmit  the  claim  and  supporting  docu- 
ments to  the  Trust  Fund.  The  Secretary 
may,  by  regulation,  prescribe  the  documents 
to  be  so  transmitted  and  the  terms  under 
which  they  are  to  be  transmitted. 

(f)  Procedures.— The  Secretary  shall  es- 
tablish procedures  and  standards  for  the 
prompt  appraisal  and  settlement  of  claims 
against  the  Trust  Fund,  including  proce- 
dures for  ensuring  the  rapid  and  equitable 
settlement  of  claims  submitted  by  the  Gov- 
ernor of  any  State  for  cleanup  costs  in- 
curred by  that  State. 

(g)  Use  of  Private  Organizations  and 
Federal  Personnel.— The  Secretary  may 
use  the  facilities  and  services  of  private  in- 
surance and  claims  adjusting  organizations 
or  State  agencies  in  processing  -claims 
against  the  Trust  Fund  and  may  contract 
for  those  facilities  and  services.  To  the 
extent  necessitated  by  extraordinary  cir- 
cumstances, where  the  services  of  private 
organizations  or  State  agencies  are  inad- 
equate, the  Secretary  may  use  Federal  per- 
sonnel, on  a  reimbursable  basis,  to  process 
claims  against  the  Trust  Fund. 

(h)  Judicial  Review.— Any  claimant,  or 
any  other  person  suffering  legal  wrong  be- 
cause of.  or  adversely  affected  or  aggrieved 
by.  a  final  determination  of  the  Secretary 
with  respect  to  a  claim,  may  bring  an  action 
for  judicial  review  of  the  determination  in 
accordance  with  chapter  7  of  title  5.  United 
States  Code.  Such  action  shall  be  brought 
under  section  6509  and  shall  be  the  exclu- 
sive judicial  remedy  with  respect  to  such 
final  determination  of  the  Secretary.  Such 
an  action  shall  be  filed  not  later  than  thirty 
days  after  the  Secretary  issues  notification 
of  the  final  determination.  Venue  for  any 
such  action  shall  lie  in  any  district  wherein 
the  claimant  resides,  in  addition  to  any  dis- 
trict described  in  section  6509(b). 

(i)  Actions  Against  Responsible  Party 
OR  Guarantor.— 

(1)  Service  of  pleadings  on  trust  fund.— 
In  any  action  brought  undfr  this  part 
against  a  responsible  party  or  guarantor, 
both  the  plaintiff  and  defendant  shall  serve 
a  copy  of  the  complaint  and  all  subsequent 
pleadings  therein  upon  the  Trust  Fund  at 
the  same  time  those  pleadings  are  served 
upon  the  opposing  parties. 

(2)  Intervention  of  trust  fund.— The 
Trust  Fund  may  intervene  as  a  party  as  a 
matter  of  right  in  any  action  in  which  a 
complaint  has  been  served  upon  it  under 
paragraph  ( 1 ). 

(3)  Admission  of  liability.— In  any  action 
to  which  the  Trust  Fund  is  a  party,  if  the 
responsible  party  or  his  guarantor  admits  li- 
ability under  this  part,  the  Trust  Fund  shall 
be  dismissed  therefrom  to  the  extent  of  the 
admitted  liability. 

(4)  ElFTECT  OF  judgment.— If  the  Trust 
Fund  has  been  served  a  copy  of  the  com- 
plaint and  all  subsequent  pleadings  in  an 
action  referred  to  in  paragraph  (1).  the 
Trust  Fund  shall  be  bound  by  any  judgment 
entered  therein,  whether  or  not  the  Trust 
Fund  was  a  party  to  the  action. 

(5)  Failure  to  serve  pleadings.- (A)  If 
the  plaintiff  fails  to  serve  a  copy  of  the  com- 
plaint upon  the  Trust  Fund  as  required  by 
paragraph  (I),  the  plaintiff  shall  not  recov- 
er from  the  Trust  Fund  any  sums  not  paid 
by  the  defendant. 

(B)  If  the  defendant  fails  to  serve  a  copy 
of  the  initial  answer  to  a  complaint  upon 
the  Trust  Fund  as  required  by  paragraph 
( 1 ),  the  limitation  of  liability  otherwise  per- 
mitted by  subsection  (b)  of  section  6504 
shall  not  be  available  to  the  defendant. 

(C)  If  neither  the  plaintiff  nor  the  defend- 
ant serves  a  copy  of  the  complaint  and  all 


subsequent  pleadings  upon  the  Trust  Fund 
as  required  in  paragraph  (1).  the  Trust 
Fund  may  serve  a  motion  for  a  new  trial  for 
the  purposes  specified  in  this  subparagraph. 
The  motion  must  be  served  not  later  than 
ten  days  after  the  Trust  Fund  has  received 
notice  of  the  entry  of  the  judgment  in  the 
action,  but  in  no  case  later  than  ninety  days 
after  the  entry  of  that  judgment.  The  Trust 
Fund  must  establish  in  its  motion  that,  due 
to  the  failure  of  the  plaintiff  or  defendant 
to  comply  with  paragraph  (I),  the  Trust 
Fund  failed  to  receive  timely  notice  of  one 
or  more  issues  raised  in  the  action,  which 
might  affect  the  liability  of  the  Trust  Fund 
in  any  case  brought  under  this  part.  When 
the  Ttust  Fund  does  so.  the  court  shall  open 
the  judgment,  if  one  has  been  entered,  and 
shall  take  additional  pleadings  and  testimo- 
ny on  the  identified  issue  or  issues.  The 
court  may  amend  findings  of  fact  and  con- 
clusions of  law  or  make  new  findings  and 
conclusions  and  direct  the  entry  of  a  new 
judgment  in  the  action. 

(j)  Joinder  of  Parties.— In  any  action 
brought  against  the  Trust  Fund  the  plain- 
tiff may  join  any  responsible  party  or  his 
guarantor,  and  the  Trust  Fund  may  implead 
any  person,  who  is  or  may  be  liable  to  the 
Trust  Fund. 

(k)  Period  of  Limitations.— No  claim  may 
t)e  presented,  nor  may  any  action  be  com- 
menced for  damages  recoverable  under  this 
part,  unless  that  claim  is  presented  to.  or 
that  action  is  commenced  against,  a  respon- 
sible party  or  his  guarantor  or  against  the 
Trust  Fund  as  to  their  respective  liabilities, 
within  three  years  from  the  date  of  discov- 
ery of  the  economic  loss  for  which  a  claim 
may  be  asserted  under  subsection  (a)  of  sec- 
tion 6503.  or  within  six  years  of  the  date  of 
the  incident  which  resulted  in  that  loss, 
whichever  is  earlier. 

SEC.  6.iOK.  SI  KKtHiATION. 

(a)  Right  of  Subrogation.— Any  person, 
including  the  Trust  Fund,  who  compensates 
any  claimant  for  an  economic  loss  compen- 
sable under  section  6503  shall  be  subrogated 
to  all  rights,  claims,  and  causes  of  action 
which  that  claimant  has  under  this  part. 

(b)  Recovery  by  Trust  Fund.— 

(1)  Denial  of  source  designation  or  li- 
ability.—In  a  case  in  which  the  Trust  Fund 
has  compensated  a  claimant  for  a  claim  pre- 
sented to  the  Trust  Fund  under  section 
6507(b)(1)  or  6507(c)(1),  the  Trust  Fund 
shall  recover  under  subsection  (a)— 

(A)  the  amount  the  Trust  Fund  has  paid 
to  the  claimant; 

(B)  interest  on  that  amount  for  the  period 
beginning  on  the  date  on  which  the  claim 
was  first  presented  by  the  claimant  to  the 
Trust  Fund  or  the  responsible  party  or 
guarantor  and  ending  on  the  date  on  which 
the  Trust  I\ind  is  paid  by  the  responsible 
party  or  guarantor,  except  that  if  the  Trust 
Fund  offered  to  the  claimant  the  amount  fi- 
nally paid  by  the  Trust  Fund  to  the  claim- 
ant in  satisfaction  of  the  claim  against  the 
Trust  Fund  the  responsible  party  or  guaran- 
tor shall  not  be  liable  for  interest  for  the 
period  beginning  on  the  date  the  Trust 
Fund  made  such  offer  and  ending  on  the 
date  on  which  the  claimant  accepted  such 
offer;  and 

(C)  all  costs  incurred  by  the  Trust  Fund 
by  reason  of  the  claim  of  the  claimant 
against  the  Trust  Fund  and  by  reason  of  the 
claim  of  the  Trust  Fund  against  the  respon- 
sible party  or  guarantor. 

(2)  Failure  to  settle  where  payment  by 
trust  fund  exceed  offer  by  responsible 
party.— In  a  case  in  which  the  Trust  Fund 
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has  compensated  a  claimant  for  a  claim  pre- 
sented to  the  Trust  Fund  under  section 
6507(c)(2)  where  the  amount  the  Trust 
Fund  has  paid  to  the  claimant  exceeds  the 
largest  amount,  if  any,  the  responsible  party 
or  guarantor  offered  to  the  claimant  in  sat- 
isfaction of  the  claim  of  the  claimant 
against  the  responsible  party  or  guarantor, 
the  Trust  Fund  shall  recover  under  subsec- 
tion (a)— 

(A)  the  amount  the  Trust  Fund  has  paid 
the  claimant,  except  that  the  portion  of 
such  amount  in  excess  of  the  amount  of- 
fered to  the  claimant  by  the  responsible 
party  or  guarantor  shall  be  subject  to  dis- 
pute by  the  responsible  party  or  guarantor: 

(B)  interest  on  the  portion  of  such  excess, 
if  any,  which  is  recovered  by  the  Trust 
Fund,  for  a  period  determined  in  the  same 
manner  as  in  paragraph  (1)(B);  and 

(C)  all  costs  incurred  by  the  Trust  Fund 
by  reason  of  the  claim  of  the  Trust  Fund 
against  the  responsible  party  or  guarantor. 

(3)  Failure  to  settle  where  payment  of 
trust  fund  does  not  exceed  offer  by  re- 
SPONSIBLE PARTY.— In  a  case  in  which  the 
Trust  Fund  has  compensated  a  claimant  for 
a  claim  presented  to  the  Trust  Fund  under 
section  6507(c)(2)  where  the  amount  the 
Trust  Fund  has  paid  to  the  claimant  is  less 
than  or  equal  to  the  largest  amount  the  re- 
sponsible party  or  guarantor  offered  to  the 
claimant  in  satisfaction  of  the  claim  of  the 
claimant  against  the  responsible  party  or 
. 'jarantor,  the  Trust  Fund  shall  recover 
under  subsection  (a)— 

(A)  the  amount  the  Trust  Fund  has  paid 
to  the  claimant;  and 

(B)  interest— 

(i)  for  the  period  beginning  on  the  date  on 
which  the  claim  was  presented  by  the  claim- 
ant to  the  responsible  party  or  guarantor 
and  ending  on  the  date  on  which  the  re- 
sponsible party  or  guarantor  offered  to  the 
claimant  the  largest  amount  referred  to  in 
this  paragrapn,  except  that  if  the  responsi- 
ble party  or  guarantor  offered  such  amount 
within  sixty  days  after  the  date  upon  which 
the  claim  of  the  claimant  was  presented  to 
the  responsible  party  or  guarantor  or  adver- 
tising was  com-menced  under  section  6506, 
whichever  is  later,  the  responsible  party  or 
guarantor  shall  not  be  liable  for  interest  for 
such  period;  and 

(ii)  for  the  period  beginning  on  the  date 
on  which  the  claim  of  the  Trust  Fund 
against  the  responsible  party  or  guarantor 
was  presented  to  the  responsible  party  or 
guarantor  to  the  date  on  which  the  Trust 
Fund  is  paid,  inclusive,  except  that  if  the  re- 
sponsible party  or  guarantor  offers  to  the 
Trust  Fund  the  amount  finally  paid  to  the 
Trust  Fund  in  satisfaction  of  the  claim  of 
the  Trust  Fund,  interest  shall  not  be  paid 
for  the  period  beginning  on  the  date  on 
which  such  offer  is  made  and  ending  on  the 
date  on  which  the  Trust  Fund  accepts  that 
offer,  inclusive. 

(4)  Special  rules.— For  purposes  of  this 
subsection— 

(A)  interest  shall  be  calculated  in  accord- 
ance with  section  6504(e);  and 

(B)  costs  recoverable  under  paragraphs 
(1)(C)  and  (2)(C)  include,  but  are  not  limit- 
ed to,  processing  costs,  investigating  costs, 
court  costs,  and  attorney's  fees. 

(c)  Payment  of  Certain  Interest  to 
Claimant.— The  Trust  Fund  shall  pay  over 
to  the  claimant  that  portion  of  any  interest 
the  Trust  F\ind  recovers  under  subsections 
(b)(1)(B)  and  (b)(2)(B)  for  the  period  begin- 
ning on  the  date  on  which  the  claim  of  the 
claimant  was  first  presented  to  the  Trust 
Fund  or  the  responsible  party  or  guarantor 


to  the  date  upon  which  the  claimant  was 
paid  by  the  Trust  Fund,  inclusive. 

(d)  Application  of  Liability  Limits.— 
The  Trust  Fund  is  entitled  to  recover  for  all 
interest  and  costs  specified  in  subsection  (b) 
without  regard  to  any  limitation  of  liability 
to  which  the  responsible  party  or  guarantor 
may  otherwise  be  entitled.  The  payment  of 
sQch  interest  and  costs  by  a  guarantor  shall 
be  subject  to  section  6505(e). 

SEC.  6509.  Jl'RISDKTION  AND  VENUE. 

(a)  Jurisdiction.— The  United  States  dis- 
trict courts  shall  have  original  jurisdiction 
over  all  controversies  arising  under  this  part 
and  parts  2  and  3.  without  regard  to  the  citi- 
zenship of  the  parties  or  the  amount  in  con- 
troversy. 

(b)  Venue.— Unless  otherwise  provided  in 
this  subtitle,  venue  shall  lie  in  any  district 
wherein  the  injury  complained  of  occurred, 
or  wherein  the  responsible  party  or  guaran- 
tor resides,  may  be  found,  or  has  his  princi- 
pal office.  For  purtKises  of  this  section,  the 
Trust  Fund  resides  in  the  District  of  Colum- 
bia. 

SEC.  6.110.  RELATU>NSHIP  TO  OTHER  LAW. 

(a)  Preemption.— Except  as  provided  in 
this  subtitle,  or  in  section  9505  of  the  Inter- 
nal Revenue  Code  of  1954— 

(1)  no  action  may  be  brought  in  any  court 
of  the  United  States,  or  of  any  State  or  po- 
litical subdivision  thereof,  for  an  economic 
loss  compensable  under  this  part,  and 

(2)  no  person  may  be  required  to  establish 
or  maintain  evidence  of  financial  responsi- 
bility relating  to  the  satisfaction  of  a  claim 
compensable  under  this  part. 

(b)  Preservation  of  State  Funds.— Noth- 
ing in  this  subtitle  or  section  9505  of  the  In- 
ternal Revenue  Code  of  1954  shall  affect  the 
authority  of  any  State  to  establish  or  con- 
tinue in  effect,  and  to  require  any  person  to 
contribute  to,  a  fund  a  purpose  of  which  is 
to  pay  for  costs  or  damages  arising  out  of  or 
directly  resulting  from  oil  pollution  or  the 
substantial  threat  of  oil  pollution. 

(c)  Actions  by  Trust  Fund.— Nothing  in 
subsection  (a)  shall  prohibit  an  action  by 
the  Trust  Fund  under  any  other  provision 
of  law  to  recover  compensation  paid  under 
this  part. 

(d)  No  Preemption  of  Civil  Penalties.— 
Nothing  in  this  subtitle  or  section  9505  of 
the  Internal  Revenue  Code  of  1954  shall 
affect  the  authority  of  the  United  States  or 
any  State  or  political  subdivision  thereof  to 
impose,  or  to  determine  the  amount  of.  any 
fine  or  penalty  for  any  violation  of  law  re- 
lating to  the  discharge,  or  substantial  threat 
of  a  discharge,  of  oil. 

SEC.  651 1.  PENALTIES, 

Any  person  who.  after  notice  and  an  op- 
portunity for  a  hearing,  is  found  to  have 
failed  to  comply  with  the  requirements  of 
section  6505  or  the  regulations  issued  there- 
under or  with  any  denial  or  detention  order 
shall  be  liable  to  the  United  States  for  a 
civil  penalty,  not  to  exceed  $10,000  for  each 
violation.  The  amount  of  the  civil  penalty 
shall  be  assessed  by  the  Secretary  by  writ- 
ten notice.  In  determining  the  amount  of 
such  penalty,  the  Secretary  shall  take  into 
account  the  nature,  circumstances,  extent, 
and  gravity  of  the  prohibited  acts  commit- 
ted and,  with  respect  to  the  violator,  the 
degree  of  culpability,  any  history  of  prior 
offenses,  ability  to  pay,  and  such  other  mat- 
ters as  justice  may  require.  The  Secretary 
may  compromise,  modify,  or  remit  with  or 
without  conditions,  any  civil  penalty  which 
is  subject  to  imposition  or  which  has  been 
imposed  under  this  section.  If  any  person 
fails  to  pay  an  assessment  of  a  civil  penalty 
after  it  has  become  final,  the  Secretary  may 


refer  the  matter  to  the  Attorney  General 
for  collection. 

SEC.  65U.  AITHORIZATION  OK  APPROPRIATIONS. 

There  are  authorized  to  be  appropriated 
for  fiscal  years  beginning  on  or  after  Octo- 
ber 1,  1986,  such  sums  as  may  be  necessary 
to  carry  out  this  subtitle. 

PART  2— REPORT  AND  COORDINATION  WITH 

OTHER  PROVISIONS 
SEC.  6521.  ANNUAL  REPORT. 

The  Secretary  shall  report  annually  to  the 
Congress  on  the  activities  of  the  Trust  F\md 
during  the  preceding  year.  The  Secretary 
shall  include  in  any  such  report  any  recom- 
mendations for  legislative  changes  needed 
for  the  Trust  Fund  to  carry  out  the  pur- 
poses of  this  subtitle. 

SEC.    6522.    COORDINATION    WITH    OTHER    PROVI- 
SIONS OF  THIS  SUBTITLE. 

(a)  If  any  provision  of  this  subtitle  pro- 
vides that  the  balance  in  any  fund  (herein- 
after in  this  subsection  referred  to  as  the 
"transferor  fund")  is  to  be  transferred  to 
the  Trust  Fund,  any  claim  which  arises 
before  the  effective  date  of  such  transfer  (to 
the  extent  such  claim  would  have  been  pay- 
able out  of  the  transferor  fund),  shall  be 
payable  out  of  the  Trust  Fund. 

(b)  If  any  provision  of  this  subtitle  au- 
thorizes amounts  to  be  expended  from  the 
Trust  Fund  which  are  not  authorized  by 
part  5  (or  an  amendment  made  by  part  5), 
such  provision  shall  have  no  force  or  effect. 

PART  3— REGULATIONS.  EFFECTIVE  DATES, 

AND  SAVINGS  PROVISIONS 
SEC.  6531.  EFFECTIVE  DATES 

(a)  I»RovisioNs  Taking  Effect  on  Date  of 
Enactment.— This  section,  section  6501,  sec- 
tion 6502,  section  6512.  part  2.  section 
6532(a)(1)  and  (3).  section  6533.  6534,  and 
each  provision  of  part  1  that  authorizes  the 
promulgation  of  regulations  shall  be  effec- 
tive on  the  date  of  the  enactment  of  this 
subtitle. 

(b)  Part  4.— Part  4  shall  take  effect  on  the 
first  date  on  which  both  the  International 
Convention  on  Civil  Liability  for  Oil  Pollu- 
tion Damage  and  the  International  Conven- 
tion on  the  Establishment  of  an  Interna- 
tional Fund  for  Compensation  for  Oil  Pollu- 
tion Damage  are  in  force  with  respect  to  the 
United  States. 

(c)  Provisions  Taking  Effect  in  180 
Days.— All  other  provisions  of  this  subtitle, 
and  the  regulations  issued  under  this  sub- 
title, shall  take  effect  180  days  after  the 
date  of  enactment  of  this  subtitle,  except 
that  the  penalty  prescribed  by  section  6511 
for  failure  to  comply  with  the  requirements 
of  section  6505  or  the  regulations  issued 
thereunder  shall  not  be  effective  until  the 
ninetieth  day  after  issuance  of  those  regula- 
tions or  the  two  hundred  and  seventieth  day 
after  the  date  of  enactment  of  this  subtitle, 
whichever  is  earlier. 

(d)  Regulations  Respecting  Financial 
Responsibility.— Any  regulation  resp>ecting 
financial  responsibility,  issued  pursuant  to 
any  provision  of  law  repesUed  by  section 
6532,  and  in  effect  on  the  day  immediately 
preceding  the  effective  date  of  section  6532 
shall  remain  in  force  until  superseded  by 
regulations  issued  under  part  1. 

SEC.  6.532.  CONFOR,%!ING  A.MENDMENTS. 

(a)  Trans- Alaska  Pipeune  Authorization 
Act.— (1)  The  first  sentence  of  subsection 
(b)  of  section  204  of  the  Trans- Alaska  Pipe- 
line Authorization  Act  (43  U.S.C.  1653(b);  87 
Stat.  586)  is  amended  by  inserting  "in  the 
State  of  Alaska"  after  "any  area"  and  by  in- 
serting "related  to  the  trans- Alaska  oil  pipe- 
line" after  "any  activities ".  Such  subsection 
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is  further  amended  by  inserting  at  the  end 
thereof  the  following  new  sentence:  "This 
subsection  shall  not  apply  to  removal  costs 
resulting  from  oil  pollution  as  that  term  is 
defined  in  section  6501  of  the  Comprehen- 
sive Oil  Pollution  Liability  and  Compensa- 
tion Act.". 

(2)  Subsection  (c)  of  section  204  of  the 
Trans- Alaska  Pipeline  Authorization  Act  (43 
U.S.C.  1653(c))  is  repealed.  Such  repeal  shall 
not  affect  the  applicability  of  such  subsec- 
tion to  claims  arising  before  the  effective 
date  of  this  paragraph.  Notwithstanding 
section  6531.  the  repeal  of— 

(A)  paragraph  (4)  of  such  subsection  (es- 
tablishing the  Trans-Alaska  Pipeline  Liabil- 
ity Fund). 

(B)  paragraph  (5)  of  such  subsection  (to 
the  extent  it  permits  costs  of  administration 
to  be  paid  from  the  Fund  and  permits 
amounts  in  the  Fund  to  be  invested),  and 

(C)  paragraph  (8)  of  such  subsection  (per- 
mitting recovery  by  subrogation). 

shall  only  become  effective  upon  the  pay- 
ment by  the  Board  of  Trustees  of  the  Trans- 
Alaska  Pipeline  Liability  Fund  of  all  claims 
certified  undtr  paragraph  (3)  of  this  subsec- 
tion, the  rebate  of  all  remaining  amounts 
under  paragraph  (3)  of  this  subsection,  and 
the  completion  of  all  actions  required  to 
carry  out  paragraph  (3)  of  this  subsection. 

(3)(A)  Not  later  than  210  days  after  the 
date  of  enactment  of  this  paragraph,  the 
Board  of  Trustees  of  the  Trans-Alaska  Pipe- 
line Liability  Fimd  shall  certify  to  the  Sec- 
retary of  Transportation  the  total  amount 
of  claims  outstanding  against  such  Fund,  as 
of  the  effective  date  of  paragraph  (2)  of  this 
subsection.  The  amount  in  the  Trans- Alaska 
Pipeline  Liability  Fund  exceeding  the  total 
amount  certified  under  the  preceding  sen- 
tence shall  t>e  rebated  directly,  on  a  pro  rata 
basis,  to  the  owners  of  the  oil  at  the  time  it 
was  loaded  on  the  vessel. 

(B>  After  the  settlement  of  all  claims  de- 
scribed in  subparagraph  (A)  and  the  comple- 
tion of  all  actions,  if  any,  by  the  Trans- 
Alaska  Pipeline  Liability  Fund  for  recovery 
of  amounts  paid  on  such  claims,  the  remain- 
ing amounts  in  such  Fund  shall  be  rebated 
directly,  on  a  pro  rata  basis,  to  the  owners 
of  the  oil  at  the  time  it  was  loaded  on  the 
vessel. 

(C)  Whenever  a  rebate  is  made  on  a  pro 
rata  basis  to  the  owners  of  oil  under  sub- 
paragraph (A)  or  (B).  each  such  owner's 
share  of  the  rebate  shall  be  an  amount  de- 
termined by  dividing  the  amount  contribut- 
ed by  such  owner  to  the  Trans-Alaska  Pipe- 
line Liability  Fund  by  the  total  amount  con- 
tributed by  all  such  owners  to  such  Fund. 

(D)  Trustees  and  former  trustees  of  the 
Trans-Alaska  Pipeline  Liability  Fund  who 
were  designated  by  the  Secretary  of  the  In- 
terior shall  not  be  subject  to  any  liability  in- 
curred by  that  Fund  or  by  the  present  and 
past  officers  and  trustees  of  that  Fund, 
other  than  liability  for  gross  negligence  or 
willful  misconduct. 

(b)  IHTERVENTION  ON  THE  HiCH  SEAS  ACT.— 

Section  17  of  the  Intervention  on  the  High 
Seas  Act  (33  U.S.C.  1486:  88  Stat.  10)  is 
amended  to  read  as  follows: 

"Sec.  n.  The  Oil  Spill  Liability  Trust 
Fund  established  under  section  9505  of  the 
Internal  Revenue  Code  of  1954  shall  be 
available  to  the  Secretary  for  actions  and 
activities  relating  to  oil  pollution  (as  defined 
in  section  6501  of  the  Comprehensive  Oil 
Pollution  Liability  and  Compensation  Act). 
or  the  substantial  threat  of  oil  pollution, 
taken  under  section  5  of  this  Act.". 


(c)  Federal  Water  Pollution  Control 
Act.— Section  311  of  the  Federal  Water  Pol- 
lution Control  Act  is  amended  as  follows: 

(1)  Subsection  (a)  is  amended  by  striking 
out  the  period  at  the  end  of  paragraph  (17) 
and  inserting  in  lieu  thereof  a  semicolon 
and  by  adding  at  the  end  the  following  new 
paragraph: 

"(18)  'person  in  charge'  means  the  individ- 
ual immediately  responsible  for  the  oper- 
ation of  a  vessel  or  facility.". 

(2)  Paragraph  (5)  of  subsection  (b)  is 
amended  in  the  last  sentence  by  inserting 
after  "person"  the  following:  'or  his  em- 
ployer". 

(3)  Subparagraph  (A)  of  paragraph  (6)  of 
subsection  (b)  is  amended— 

(A)  in  the  first  and  second  sentences,  by 
striking  out  "or  person  in  charge"  each 
place  it  appears  and  inserting  in  lieu  thereof 
"person  in  charge,  or  employer  of  such 
person  in  charge":  and 

(B)  in  the  third  sentence,  by  striking  out 
"the  owner  or  operator"  and  inserting  in 
lieu  thereof  "whoever  being". 

(4)  Subparagraph  (B)  of  paragraph  (6)  of 
subsection  (b)  is  amended  in  the  first  and 
second  sentences  by  striking  out  "or  person 
in  charge"  each  place  it  appears  and  insert- 
ing in  lieu  thereof  "person  in  charge,  or  em- 
ployer of  such  person  in  charge". 

(5)  Subsection  (c)(2)(H)  is  amended  by 
striking  out  "from  the  fund  established 
under  subsection  (k)  of  this  section  for  the 
reasonable  costs  incurred  in  such  removal" 
and  inserting  in  lieu  thereof  the  following: 
".  in  the  case  of  any  discharge  of  oil  from  a 
vessel  or  facility,  for  the  reasonable  costs  in- 
curred in  such  removal  from  the  Oil  Spill 
Liability  Trust  Fund". 

(6)  Subsection  (d)  is  amended  by  striking 
out  the  last  sentence. 

(7)  Subsections  (f).  (g).  and  (i)  of  section 
311  of  the  Federal  Water  Pollution  Control 
Act  shall  not  apply  with  respect  to  any  dis- 
charge of  oil  resulting  in  damages  for  which 
a  claim  may  be  asserted  under  part  1  of  this 
subtitle. 

(8)  Subsection  (i)  is  amended  by  striking 
out  "(1)"'  after  "(i)"'  and  by  striking  out 
paragraphs  (2)  and  (3). 

(9)(A)  Subsection  (k)  is  repealed,  effective 
upon  the  payment  from  the  fund  estab- 
lished by  such  subsection  of  all  claims  certi- 
fied under  subparagraph  (B)  and  all  remain- 
ing amounts  to  the  general  fund  of  the 
Treasury  under  subparagraph  (B). 

(B)  Not  later  than  180  days  after  the  ef- 
fective date  of  this  paragraph,  the  Secretary 
of  Transportation  shall  certify  to  the  Secre- 
tary of  the  Treasury  the  total  amount  of 
the  claims  outstanding  against  the  fund  es- 
tablished by  subsection  (k)  as  of  the  effec- 
tive date  of  this  paragraph.  The  amount  in 
such  fund  exceeding  the  total  amount  certi- 
fied shall  be  transferred  to  the  general  fund 
of  the  Treasury.  If  the  amount  paid  in  set- 
tlement of  such  claims  is  less  than  the 
amount  so  certified,  the  remainder  shall  be 
transferred  to  the  general  fund  of  the 
Treasury.  Any  amounts  received  by  the 
United  Slates  under  section  311  with  re- 
spect to  such  claims  after  the  effective  date 
of  the  repeal  of  subsection  (k)  shall  be  de- 
posited in  the  general  fund  of  the  Treasury. 

(10)  Subsection  (1)  is  amended  by  striking 
out  the  second  sentence. 

(11)  Subsection  (p)  is  repealed. 

(12)  Section  311  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsec- 
tion: 

"(s)  The  Oil  Spill  Liability  Trust  Fund 
shall  be  available  to  carry  out  subsections 
(c).   (d).  (i),  and  (1)  as  those  subsections 


relate  to  discharges  of  oil.  Any  amounts  re- 
ceived by  the  United  States  under  this  sec- 
tion with  respect  to  claims  arising  on  or 
after  the  effective  date  of  this  subsection 
shall  be  deposited  in  the  Oil  Spill  Liability 
Trust  Fund.". 

(d)  Deefwater  Port  Act  of  1974.— The 
Deepwater  Port  Act  of  1974  (33  U.S.C.  1501 
et  seq.;  88  Stat.  2126)  is  amended  as  follows: 

(1)  Section  4(c)(1)  is  amended  by  striking 
out  "section  18(1)  of  this  Act"  and  inserting 
in  lieu  thereof  "section  6505  of  the  Compre- 
hensive Oil  Pollution  Liability  and  Compen- 
sation Act". 

(2)  Subsections  (b).  (d).  (e),  (f).  (g).  (h).  (i), 
(j).  (1).  and  (n)  of  section  18  are  repealed 
and  subsections  (c).  (k),  and  (m)  of  section 
18  are  redesignated  as  subsections  (b).  (c). 
and  (d).  respectively. 

(3)  Paragraph  (3)  of  subsection  (b)  of  sec- 
tion 18  (as  redesignated  by  paragraph  (2))  is 
amended^  by  striking  out  "Deepwater  Port 
Liability  Fund  established  pursuant  to  sub- 
section (f)  of  this  section."  and  inserting  in 
lieu  thereof  "Oil  Spill  Liability  Trust 
Fund. ". 

(4)  Subsection  (c)  of  section  18  (as  redesig- 
nated by  paragraph  (2))  is  amended  to  read 
as  follows: 

"(c)  This  section  shall  not  be  interpreted 
to  preclude  any  State  from  imposing  addi- 
tional requirements,  not  inconsistent  with 
the  provisions  of  the  Comprehensive  Oil 
Pollution  Liability  and  Compensation  Act, 
for  any  discharge  of  oil  from  a  deepwater 
port  or  a  vessel  within  any  safety  zone.". 

(5)  Any  amounts  remaining  in  the  Deep- 
water  Port  Liability  Fund  established  by 
section  18(f)  of  the  Deepwater  Port  Act  of 
1974  shall  be  deposited  in  the  Oil  Spill  Li- 
ability Trust  Fund.  The  Oil  Spill  Liability 
Trust  Fund  shall  assume  all  liability  in- 
curred by  the  Deepwater  Port  Liability 
Fund  under  the  Deepwater  Port  Act  of  1974. 

(e)  Outer  Continental  Shelf  Lands  Act 
Amendments  of  1978.— Title  III  of  the  Outer 
Continental  Shelf  Lands  Act  Amendments 
of  1978  (Public  Law  95-372)  is  repealed.  Any 
amounts  remaining  in  the  Offshore  Oil  Pol- 
lution Compensation  Fund  established 
under  section  302  of  that  title  shall  be  de- 
posited in  the  Oil  Spill  Liability  Trust  Fund 
established  under  section  9505  of  the  Inter- 
nal Revenue  Code  of  1954.  The  Oil  Spill  Li- 
ability Trust  Fund  shall  assume  all  liability 
incurred  by  the  Offshore  Oil  Pollution 
Compensation  Fund  under  title  III  of  the 
Outer  Continental  Shelf  Lands  Act  Amend- 
ments of  1978. 

SKC.  S.>T3.  RE(;i  LATIONS  AM)  DELEGATION  OF  AU- 
THORITY. 

The  Secretary  of  Transportation  may  pre- 
scribe regulations  to  carry  out  this  subtitle. 

SE(  .  6534.  SEPARABILITY . 

If  any  provision  of  this  subtitle  or  the  ap- 
plicability thereof  is  held  invalid,  the  re- 
mainder of  this  subtitle  shall  not  be  affect- 
ed thereby. 

PART  4— IMPLEMENTATION  OF 
CONVENTIONS 

SEC.  6.M1.  RECOGNITION  OF  THE  INTERNATIONAL 
FIND. 

The  International  Oil  Pollution  Compen- 
sation Fund  established  by  article  2  of  the 
International  Fund  Convention  is  recog- 
nized under  the  laws  of  the  United  States  as 
a  legal  person  and  shall  have  the  capacity 
under  the  laws  of  the  United  States  to  con- 
tract, to  acquire  and  dispose  of  real  and  per- 
sonal property,  and  to  institute  and  be  a 
party  to  legal  proceedings.  The  Director  of 
the  International  Fund  is  recognized  as  the 
legal   representative   of   the   International 
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Fund.  The  Director  shall  be  deemed  to  have 
appointed  irrevocably  the  Secretary  of 
State  his  agent  for  service  of  process  in  any 
action  against  the  International  Fund  in 
any  court  in  the  United  States. 

SEC.  6542.  SERVICE  OF  PROCESS  AND  INTERVEN- 
TION. 

(a)  Service  of  Process  on  Funds.— In  any 
action  brought  in  a  court  in  the  United 
States  against  the  owner  of  a  ship  or  his 
guarantor  under  the  Civil  Liability  Conven- 
tion, the  plaintiff  or  defendant,  as  the  case 
may  be,  shall  serve  a  copy  of  the  complaint 
and  any  subsequent  pleading  therein  upon 
the  International  Fund  and  the  Oil  Spill  Li- 
ability Trust  Fund  at  the  same  time  the 
complaint  or  other  pleading  is  served  upon 
the  opposing  parties. 

(b)  Intervention.— The  International 
F^ind  may  intervene  as  a  party  as  a  matter 
of  right  in  any  action  brought  in  a  court  in 
the  United  States  against  the  owner  of  a 
ship  or  his  guarantor  under  the  Civil  Liabil- 
ity Convention. 

(c)  Eftect  of  Judgment.— If  the  Interna- 
tional Fund  has  been  served  a  copy  of  the 
complaint  and  all  subsequent  pleadings  in 
an  action  referred  to  in  subsection  (a),  the 
International  Fund  shall  be  bound  by  any 
judgment  entered  therein,  whether  or  not 
the  International  P\ind  was  a  party  to  the 
action. 

SEC.  6543.  EXEMPTION  FROM  TAXATION. 

The  International  Fund  and  its  assets 
shall  be  exempt  from  all  direct  taxation  in 
the  United  States. 

SEC.  6544.  PAYMENT  OF  CONTRIBITIONS. 

(a)  Payments  To  Be  Made  From  Oil  Spill 
Liability  Trust  Fund.— The  amount  of  any 
contribution  to  the  International  Fund 
which  is  required  to  be  made  under  article 
10  of  the  International  Fund  Convention  by 
any  person  with  respect  to  oil  received  in 
any  port,  terminal  installation,  or  other  in- 
stallation located  in  the  United  States  shall 
be  paid  to  the  International  Fund  from  the 
Oil  Spill  Trust  Fund.  Before  the  Interna- 
tional Fund  Convention  enters  into  force 
with  respect  to  the  United  States,  the  Presi- 
dent shall  make,  and  deposit  with  the  Secre- 
tary-General of  the  International  Maritime 
Organization,  a  declaration  under  airticle  14 
of  the  International  Fund  Convention  that 
the  United  States  assumes  the  obligation  to 
pay  contributions  under  article  10  of  such 
Convention  in  respect  of  oil  received  within 
the  territory  of  the  United  States  and  that 
such  amount  will  be  paid  from  the  Oil  Spill 
Liability  Trust  Fund. 

(b)  Information.— The  Secretary  shall,  by 
regulation,  require  persons  who  are  required 
to  make  contributions  with  respect  to  oil  re- 
ceived in  any  port,  terminal  installation,  or 
other  installation  in  the  United  States 
under  article  10  of  the  International  Fund 
Convention  to  provide  such  information  re- 
lating to  that  oil  as  may  be  necessary  to 
carry  out  subsection  (a). 

SEC.  6545.  JURISDICTION  OF  DISTRICT  COURTS. 

(a)  Jurisdiction.— The  United  States  dis- 
trict courts  shall  have  exclusive  original  ju- 
risdiction of  all  controversies  arising  under 
the  Civil  Liability  Convention  or  the  Inter- 
national Fund  Convention  in— 

(1)  the  territory,  including  the  territorial 
sea,  of  the  United  States,  or 

(2)  the  exclusive  economic  zone  of  the 
United  States  established  by  Proclamation 
Numbered  5030,  dated  March  10.  1983, 
without  regard  to  the  citizenship  of  the  par- 
ties or  the  amount  in  controversy. 

(b)  Venue.— Venue  shall  lie  in  any  district 
wherein  the  injury  complained  of  occurred. 


or  wherein  the  defendant  resides,  may  be 
found,  or  has  his  principal  office.  For  pur- 
poses of  this  subsection,  the  International 
Fund  shall  reside  in  the  District  of  Colum- 
bia. 

SEC.  6546.  REC0<:NITI(>N  OF  Jl'DGMENTS. 

Any  final  judgment  of  a  court  of  any 
nation  which  is  a  party  to  the  Civil  Liability 
Convention  or  the  International  Fund  Con- 
vention in  an  action  for  comp>ensation  under 
either  such  convention  shall  be  recognized 
by  any  court  of  the  United  States  or  of  a 
State  when  that  judgment  has  become  en- 
forceable in  such  nation  and  is  no  longer 
subject  to  ordinary  forms  of  review,  except 
where— 

(1)  the  judgment  was  obtained  by  fraud: 
or 

(2)  the  defendant  was  not  given  reasona- 
ble notice  and  a  fair  opportunity  to  present 
his  case. 

SEC.  6547.  FINANCIAL  RESPONSIBILITY. 

(a)  U.S.  Documented  Ships.— The  owner 
of  each  ship  which  is  documented  under  the 
laws  of  the  United  States  and  is  carrying 
more  than  two  thousand  tons  of  oil  in  bulk 
as  cargo  shall  establish  and  maintain,  in  ac- 
cordance with  regulations  promulgated  by 
the  Secretary,  evidence  of  financial  respon- 
sibility in  amounts  sufficient  to  cover  the 
maximum  liability  of  such  owner  for  pollu- 
tion damage  arising  from  one  incident  under 
the  Civil  Liability  Convention.  The  Secre- 
tary shall  issue  a  certificate  to  each  such 
owner  who  complies  with  this  paragraph,  in 
the  form  and  manner  required  by  the  Civil 
Liability  Convention. 

(b)  U.S.  Owned  Ships.— With  respect  to 
any  ship  owned  by  the  United  States,  the 
Secretary  shall  issue  a  certificate  stating 
that  the  ship  is  owned  by  the  United  States 
and  that  the  ship's  liability  is  covered 
within  the  limits  of  liability  prescribed  by 
the  Civil  Liability  Convention. 

<c)  Other  Ships.— The  owner  of  each  ship 
(other  than  a  ship  to  which  subsection  (a) 
or  (b)  applies),  wherever  registered,  which  is 
carrying  more  than  two  thousand  tons  of  oil 
in  bulk  as  cargo  and  which  enters  or  leaves 
a  port  or  offshore  terminal  in  the  United 
States  (including  the  territorial  seas)  shall 
establish  and  maintain,  in  accordance  with 
regulations  promulgated  by  the  Secretary, 
evidence  of  financial  responsibility  in 
amounts  sufficient  to  cover  the  maximum  li- 
ability of  such  owner  for  pollution  damage 
arising  from  one  incident  under  the  Civil  Li- 
ability Convention.  The  owner  of  a  ship 
which  is  registered  in,  or  flying  the  flag  of,  a 
nation  which  is  a  party  to  the  Civil  Liability 
Convention  shall  be  considered  to  have  met 
the  requirements  of  this  paragraph  if  the 
ship  is  carrying  a  certificate  issued  by  such 
nation  attesting  that  insurance  or  other  fi- 
nancial security  is  in  force  which  meets  the 
requirements  of  such  Convention. 

(d)  Withholding  Clearance.— The  Secre- 
tary of  the  Treasury  shall  withhold  or 
revoke  the  clearance  required  by  section 
4197  of  the  Revised  Statutes  of  the  United 
States  of  any  ship  which  does  not  have  a 
certificate  showing  compliance  with  the  re- 
quirements of  financial  responsibility  under 
subsection  (a)  or  (c). 

(e)  Denying  Entry  and  Detaining  Ves- 
sels.—The  Secretary  of  the  department  in 
which  the  Coast  Guard  is  operating  may  (1) 
deny  entry  to  any  facility,  to  any  port  or 
place  in  the  United  States,  or  to  the  naviga- 
ble waters,  or  (2)  detain  at  the  facility  or  at 
the  port  or  place  in  the  United  SUtes,  any 
vessel  subject  to  this  section  that,  upon  re- 
quest, does  not  produce  the  certificate  re- 


quired  under   this  section   or   regulations 
issued  hereunder. 

SEC.  654lt.  CIVIL  PENALTY. 

Any  person  who.  after  notice  and  an  op- 
portunity for  a  hearing,  is  found  to  have 
failed  to  comply  with  the  requirements  of 
section  6544(b)  or  6547.  the  regulations 
issued  under  either  such  section,  or  any 
denial  or  detention  order  under  section 
6547(e)  shall  be  liable  to  the  United  SUtes 
for  a  civil  penalty,  not  to  exceed  $10,000  for 
each  violation.  The  amount  of  the  civil  pen- 
alty shall  be  assessed  by  the  Secretary  by 
written  notice.  In  determining  the  amount 
of  such  penalty,  the  Secretary  shall  take 
into  account  the  nature,  circumstances, 
extent,  and  gravity  of  the  prohibited  acts 
committed  and.  with  respect  to  the  violator, 
the  degree  of  culpability,  any  history  of 
prior  offenses,  ability  to  pay,  and  such  other 
matters  as  justice  may  require.  The  Secre- 
tary may  compromise,  modify,  or  remit  with 
or  without  conditions  any  civil  penalty 
which  is  subject  to  imposition  or  which  has 
been  imposed  under  this  subsection.  If  any 
person  fails  to  pay  an  assessment  of  a  civil 
penalty  after  it  has  become  final,  the  Secre- 
tary may  refer  the  matter  to  the  Attorney 
General  for  collection. 

SEC.  6.549.  WAIVER  OF  SOVEREIGN  IMMUNITY. 

The  United  States  waives  all  defenses 
based  on  its  status  as  a  sovereign  State  with 
respect  to  any  controversy  arising  under  the 
Civil  Liability  Convention  or  the  Interna- 
tional Fund  Convention  relating  to  any  ship 
owned  by  the  United  States  and  used  for 
commercial  purposes. 

SEC.  65.50.  RILES  AND  REGULATIONS. 

The  Secretary  may  issue  such  rules  and 
regulations  as  are  necessary  to  implement 
the  Civil  Liability  Convention  and  the  Inter- 
national Fund  Convention. 

SEC.  6551.  DEFINITIONS. 

For  purposes  of  this  part— 

( 1 )  terms  defined  in  part  1  have  the  same 
meanings  when  used  in  this  part: 

(2)  the  term  "Civil  Liability  Convention" 
means  the  International  Convention  on 
Civil  Liability  for  Oil  Pollution  Damage, 
1984: 

(3)  the  term  "International  Fund"  means 
the  International  Oil  Pollution  Compensa- 
tion Fund  established  by  article  2  of  the 
International  Fund  Convention:  and 

(4)  the  term  "International  Fund  Conven- 
tion" means  the  International  Convention 
on  the  Establishment  of  an  International 
Fund  for  Compensation  for  Oil  Pollution 
Damage,  1984. 

PART  5— OIL  SPILL  LIABILITY  TRUST  FUND 
AND  ITS  REVENUE  SOURCES 

SEC.  6561.  TAX  ON  PETROLEUM  FOR  OIL  SPILL  LI- 
ABILITY TRUST  FUND. 

(a)  In  General.— Subsections  (a)  and  (b) 
of  section  4611  of  the  Internal  Revenue 
Code  of  1954  (relating  to  environmental  tax 
on  petroleum)  are  each  amended  by  striking 
out  "of  0.79  cent  a  barrel"  and  inserting  in 
lieu  thereof  "at  the  rate  specified  in  subsec- 
tion (c)". 

(b)  Increase  in  Tax.— Section  4611  of  such 
Code  is  amended  by  redesignating  subsec- 
tions (c)  and  (d)  as  subsections  (d)  and  (e), 
respectively,  and  by  inserting  after  subsec- 
tion (b)  the  following  new  subsection: 

"(c)  Rate  of  Tax.— 

"(1)  In  general.— The  rate  of  the  taxes  im- 
posed by  this  section  is  the  sum  of— 

"(A)  the  Superfund  financing  rate,  and 

"(B)  the  Oil  Spill  Liabihty  Trust  Fund  fi- 
nancing rate. 
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"(2)  Rates.— For  purposes  of  paragraph 
(1)- 

"(A)  the  Superfund  financing  rate  is  0.79 
cent  a  barrel,  and 

■(B)  the  Oil  Spill  Liability  Trust  Fund  fi- 
nancing rate  is  1.3  cents  a  barrel." 

(c)  Credit  Against  Portion  of  Tax  At- 
tributable TO  Oil  Spill  Rate.— Section 
4612  of  such  Code  (relating  to  definitions 
and  special  rules)  is  amended  by  redesignat- 
ing subsection  (c)  as  subsection  (d)  and  by 
inserting  after  subsection  (b)  the  following 
new  subsection: 

"(c)  Credit  Acainst  Portion  of  Tax  At- 
tributable TO  Oil  Spill  Rate.— There  shall 
be  allowed  as  a  credit  against  so  much  of 
the  tax  imposed  by  section  4611  as  is  attrib- 
utable to  the  Oil  Spill  Liability  Trust  Fund 
financing  rate  under  section  4611(c)  for  any 
period  an  amount  equal  to  the  excess  of  the 
aggregate  amount  paid  by  the  taxpayer  into 
the  Deepwater  Port  Liability  Trust  Fund 
and  the  Offshore  Oil  Pollution  Compensa- 
tion Fund  over  the  amount  of  such  pay- 
ments taken  into  account  under  this  subsec- 
tion for  all  prior  periods." 

(d)  Conforming  Amendments.— 

(1)  Subsection  (e)  of  section  4611  of  such 
Code  (relating  to  application  of  taxes),  as 
redesignated  by  subsection  (b),  is  amended 
to  read  as  follows: 

•(e)  Application  of  Taxes.— 

"(1)  Superfund  rate.— The  Superfund  fi- 
nancing rate  under  subsection  'O  shall  not 
apply  after  September  30.  1985. 

"(2)  Oil  spill  rate.— The  Oil  Spill  Liabil- 
ity Trust  Fund  financing  rate  under  subsec- 
tion (c)  shall  apply  after  September  30. 
1986,  and  before  October  1,  1990." 

(2)  Subsection  (c)  of  section  4661  of  such 
Code  (relating  to  termination  of  tax  on  cer- 
tain chemicals)  is  amended  by  striking  the 
period  at  the  end  and  inserting  the  follow- 
ing: "that  is  attributable  to  the  Superfund 
financing  rate  under  section  4611(c).". 

(3)  Subsection  (b)(1)  of  section  221  of  the 
Hazardous  Substance  Response  Revenue 
Act  of  1980  (relating  to  transfers  to  Super- 
fund)  is  amended  by  adding  at  the  end 
thereof  the  following: 

"In  the  case  of  the  tax  imposed  by  section 
4611,  subparagraph  (A)  shall  apply  only  to 
so  much  of  such  tax  as  is  attributable  to  the 
Superfund  financing  rate  under  section 
4611(c)." 

(e)  Effective  Date.— The  amendments 
made  by  this  section  shell  take  effect  on  Oc- 
tober 1,  1986. 

SEC.  8S«2.  oil,  SPILL  LIABILITY  TRIST  FIND. 

(a)  In  General.— Subchapter  A  of  chapter 
98  of  the  Internal  Revenue  Code  of  1954  (re- 
lating to  establishment  of  trust  funds)  is 
amended  by  adding  after  section  9504  the 
following  new  section: 

"SEC.  9505.  OIL  SPILL  LIABILITY  TRl  ST  Fl'NI>. 

'  "(a)  Creation  op  Trust  Fund.— There  is 
established  in  the  Treasury  of  the  United 
States  a  tnist  fund  to  be  known  as  the  'Oil 
Spill  Liability  Trust  Fund',  consisting  of 
such  amounts  as  may  be  appropriated  or 
credited  to  such  Trust  Fund  as  provided  in 
this  section  or  section  9602(b). 

•(b)  Transfers  to  Trust  Fund.- There 
are  hereby  appropriated  to  the  Oil  Spill  Li- 
ability Trust  Fund  amounts  equivalent  to— 

"(1)  taxes  received  in  the  Treasury  under 
section  4611  (relating  to  envlrormiental  tax 
on  petroleum)  to  the  extent  attributable  to 
the  Oil  Spill  Liability  Trust  Fund  financing 
rate  under  section  4611(c). 

"(2)  amounts  recovered,  collected,  or  re- 
ceived under  part  1  of  the  Comprehensive 
Oil  Pollution  Liability  and  Compensation 
Act. 


"(3)  amounts  remaining  on  the  date  of  the 
enactment  of  this  section  in  the  Deepwater 
Port  Liability  Fund  established  by  section 
18(f)  of  the  Deepwater  Port  Act  of  1974, 

"(4)  amounts  remaining  on  the  date  of  the 
enactment  of  this  section  in  the  Offshore 
Oil  Pollution  Compensation  Fund  estab- 
lished under  section  302  of  the  Outer  Conti- 
nental Shelf  Lands  Act  Amendments  of 
1978,  and 

"(5)  amounts  credited  to  such  irust  fund 
under  section  311(s)  of  the  Federal  Water 
Pollution  Control  Act. 

"(c)  Expenditures.— 

"(1)  General  expenditure  purposes.— 

"(A)  In  general.— Amounts  in  the  Oil  Spill 
Liability  Trust  Fund  shall  be  available,  as 
provided  in  appropriation  Acts,  only  for  pur- 
poses of  making  expenditures  for— 

"(i)  the  payment  of  removal  costs  de- 
scribed in  section  6501(24)(A)  of  the  Com- 
prehensive Oil  Pollution  Liability  and  Com- 
pensation Act. 

"(ii)  the  payment  of  claims  under  the 
Comprehensive  Oil  Pollution  Liability  and 
Compensation  Act  for  damage  which  is  not 
otherwise  compensated, 

"(iii)  carrying  out  subsections  (c),  (d),  (i). 
and  (1)  of  section  311  of  the  Federal  Water 
Pollution  Control  Act  with  respect  to  any 
discharge  of  oil  (as  defined  in  such  section), 

"(iv)  carrying  out  section  5  of  the  Inter- 
vention on  the  High  Seas  Act  relating  to  oil 
pollution  or  the  substantial  threat  of  oil  pol- 
lution, 

"(V)  the  payment  of  all  expenses  of  admin- 
istration incurred  by  the  Federal  Govern- 
ment under  the  Comprehensive  Oil  Pollu- 
tion Liability  and  Compensation  Act,  and 

"(vi)  the  payment  of  contributions  to  the 
International  FnnA  under  section  6544  of 
such  Act. 

•(B)  Special  rules.— 

••(i)  Payments  to  governments  only  for 
removal  costs.— Amounts  shall  be  available 
under  subparagraph  (A)  for  payments  to 
any  government  only  for  removal  costs  and 
administrative  expenses  related  to  removal 
costs. 

••(ii)  Restrictions  on  contributions  to 
international  fund.— Under  regulations 
prescribed  by  the  Secretary,  amounts  shall 
be  available  under  subparagraph  (A)  with 
respect  to  any  contribution  to  the  Interna- 
tional Fund  only  in  proportion  to  the  por- 
tion of  such  fund  used  for  a  purpose  for 
which  amounts  may  be  paid  from  the  Oil 
Spill  Liability  Trust  Fund. 

"(iii)  References  to  other  acts.— Any  ref- 
erence in  any  clause  of  subparagraph  (A)  to 
any  Act  shall  be  treated  as  a  reference  to 
such  Act  as  in  effect  on  the  date  of  the  en- 
actment of  this  section. 

"(2)  Limitations  on  expenditures.— 

"(A)  $200,000,000  per  incident.— The  max- 
imum amount  which  may  be  paid  from  the 
Oil  Spill  Liability  Trust  Fund  with  respect 
to  any  single  incident  shall  not  exceed 
$200,000,000. 

"(B)       $30,000,000       MINIMUM       BALANCE.— 

Except  in  the  case  of  payments  described  in 
paragraph  (1)(A).  a  payment  may  be  made 
from  such  Trust  Fund  only  if  the  amount  in 
such  Trust  Fund  after  such  payment  will 
not  be  less  than  $30,000,000. 

"(d)  Authority  to  Borrow.— 

"(1)  In  general.— There  are  authorized  to 
be  appropriated  to  the  Oil  Spill  Liability 
Trust  Fund,  as  repayable  advances,  such 
sums  as  may  be  necessary  to  carry  out  the 
purposes  of  such  Trust  Fund. 

"(2)  Limitation  on  amount  outstand- 
ing.—The  maximum  aggregate  amount  of 
repayable  advances  to  the  Oil  Spill  Liability 


Trust  Fund  which  is  outstanding  at  any  one 
time  shall  not  exceed  $300,000,000. 

"(3)  Repayment  of  advances.— Rules  simi- 
lar to  the  rules  of  paragraph  (3)  of  section 
223(c)  of  the  Hazardous  Substance  Re- 
sponse Revenue  Act  of  1980  shall  apply  for 
purposes  of  this  subsection. 

■•(4)  Final  repayment.— No  advance  shall 
be  made  to  the  Oil  Spill  Liability  Trust 
Fund  after  September  30.  1990.  and  all  ad- 
vances to  such  Fund  shall  be  repaid  on  or 
before  such  date. 

'•(e)  Liability  of  the  United  States  Lim- 
ited TO  Amount  in  Trust  Fund.— 

"(1)  General  rule.— Any  claim  filed 
against  the  Oil  Spill  Liability  Trust  Fund 
may  be  paid  only  out  of  such  Trust  F\ind. 

"(2)  Coordination  with  other  provi- 
sions.—Nothing  in  the  Comprehensive  Oil 
Pollution  Liability  and  Compensation  Act  or 
in  any  amendment  made  by  such  Act  shall 
authorize  the  payment  by  the  United  States 
Government  of  any  amount  with  respect  to 
any  such  claim  out  of  any  source  other  than 
the  Oil  Spill  Liability  Trust  Fund. 

"(f)  Order  in  Which  Unpaid  Claims  Are 
To  Be  Paid.— If  at  any  time  the  Oil  Spill  Li- 
ability Trust  Fund  has  insufficient  funds  (or 
is  unable  by  reason  of  subsection  (c)(2))  to 
pay  all  of  the  claims  out  of  such  Trust  Fund 
at  such  time,  such  claims  shall,  to  the 
extent  permitted  under  such  subsections,  be 
paid  in  full  in  the  order  in  which  they  were 
finally  determined." 

(b)  Clerical  Amendment.— The  table  of 
sections  for  subchapter  A  of  chapter  98  of 
such  Code  is  amended  by  adding  after  the 
item  relating  to  section  9504  the  following 
new  item: 

"Sec.  9505.  Oil  Spill  Liability  Trust  Fund." 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  Oc- 
tober 1,  1986. 

Subtitle  G — National  Offshure  Vessel  Operators 
Safety  Advisory  Committee 

SEC.  6S0L  ESTABLISHMENT  AND  CONSl  LTATION. 

There  is  established  a  National  Offshore 
Vessel  Operators  Safety  Advisory  Commit- 
tee (hereinafter  in  this  subtitle  referred  to 
as  the  "Committee").  The  Committee  shall 
advise,  consult  with,  and  make  recommenda- 
tions to  the  Secretary  of  the  department  in 
which  the  Coast  Guard  is  operating  (herein- 
after in  this  subtitle  referred  to  as  the  "Sec- 
retary") on  matters  relating  to  the  safety 
aspects  of  offshore  oil,  gas,  and  other  miner- 
al operations  subject  to  regulation  by  the 
Secretary.  The  Secretary  shall,  whenever 
practicable,  consult  with  the  Committee 
before  taking  any  significant  action  related 
to  these  offshore  operations.  Any  advice  or 
recommendation  made  by  the  Committee  to 
the  Secretary  shall  reflect  the  independent 
judgment  of  the  Committee  on  the  matter 
concerned.  The  Committee  is  authorized  to 
make  available  to  Congress  any  informa- 
tion, -  advice,  and  recommendations  which 
the  Committee  is  authorized  to  give  to  the 
Secretary.  The  Committee  shall  meet  at  the 
call  of  the  Secretary,  but  in  any  event  not 
less  than  once  during  each  calendar  year. 
All  matters  relating  to  or  proceedings  of  the 
Committee  shall  comply  with  the  Federal 
Advisory  Committee  Act  (5  App.  U.S.C). 

SEC.  6602.  MEMBERSHIP. 

(a)  Fifteen  Members.— The  Committee 
shall  consist  of  fifteen  members,  who  have 
particular  expertise,  knowledge,  and  experi- 
ence regarding  the  transportation  and  other 
technology,  equipment,  and  techniques  that 
are  used,  or  are  being  developed  for  use,  in 
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the  exploration  for,  or  the  recovery  of,  off- 
shore oil,  gas,  or  other  mineral  resources,  as 
follows: 

(1)  T\vo  members  representing  enterprises 
engaged  in  the  production  of  oil,  gas,  or 
other  mineral  resources,  except  that  not 
more  than  one  member  may  represent  com- 
panies included  on  the  list  of  restricted  joint 
bidders  prepared  by  the  Department  of  the 
Interior; 

(2)  Two  members  representing  enterprises 
specializing  in  offshore  drilling: 

(3)  Two  members  representing  enterprises 
specializing  in  the  supply  of  offshore  oil, 
gas,  or  other  mineral  exploration  or  recov- 
ery operations  by  water: 

(4)  One  member  representing  those  en- 
gaged in  each  of  the  following  specialities: 

(A)  Construction  of  offshore  exploration 
or  recovery  facilities: 

(B)  Diving  services  related  to  offshore 
construction;  and 

(C)  Helicopter  services  related  to  offshore 
construction: 

(5)  Two  members  representing  individuals 
employed  in  offshore  operations: 

(6)  Two  members  representing  environ- 
mental interests:  and 

(7)  Two  members  representing  the  general 
public. 

(b)  Appointment.— The  Secretary  shall  ap- 
point the  members  of  the  Committee  after 
first  soliciting  nominations  by  notice  pub- 
lished in  the  Federal  Register.  The  Secre- 
tary may  request  the  head  of  any  other  Fed- 
eral agency  or  department  to  designate  a 
representative  to  advise  the  Committee  on 
matters  within  the  jurisdiction  of  that 
agency  or  department. 

(c)  Chairman  and  Vice  Chairman.— The 
Committee  shall  elect,  by  majority  vote  at 
its  first  meeting,  one  of  the  members  of  the 
Committee  as  the  Chairman  and  one  of  the 
members  as  the  Vice  Chairman.  The  Vice 
Chairman  shall  act  as  Chairman  in  the  ab- 
sence or  incapacity  of,  or  in  the  event  of  a 
vacancy  in,  the  Office  of  the  Chairman. 

(d)  Membership  Term.— Terms  of  mem- 
bers appointed  to  the  Committee  shall  be 
for  three  years,  except  that  the  terms  of 
those  members  first  appointed  under  sec- 
tion 6602(a)  (1),  (2),  and  (3)  shall  be  for  two 
years.  The  Secretary  shall,  not  less  often 
than  once  a  year,  publish  notice  in  the  Fed- 
eral Register  for  solicitation  of  nominations 
for  membership  on  the  Committee. 

SEC.  «603.  CO.M.MITTEE  ADMINISTRATION. 

Members  of  the  Committee  who  are  not 
officers  or  employees  of  the  United  States 
shall  serve  without  pay  and  members  of  the 
Committee  who  are  officers  or  employees  of 
the  United  States  shall  receive  no  additional 
pay  on  account  of  their  service  on  the  Com- 
mittee. While  away  from  their  homes  or 
regular  places  of  business,  members  of  the 
Committee  may  be  allowed  travel  expenses, 
including  per  diem  in  lieu  of  subsistence,  as 
authorized  by  section  5703  of  title  5.  United 
States  Code.  The  Secretary  shall  furnish  to 
the  Committee  an  executive  secretary  and 
the  secretarial,  clerical,  and  other  services 
necessary  for  the  conduct  of  its  business. 
There  are  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  to  imple- 
ment the  provision  of  this  subtitle. 

SEC.  6604.  TERMINATION  DATE. 

The  Committee  shall  terminate  on  Sep- 
tember 30.  1992. 
Subtitle  H— Repeal  of  the  Act  EsUblishlng  the 

National  Advisory  Committee  on  Oceans  and 

Atmosphere 

Sec.  6701.  The  National  Advisory  Commit- 
tee on  Oceans  and  Atmosphere  Act  of  1977 


(33   U.S.C.   857-13    through   857-18)   is   re- 
pealed. 

Sec.  6702.  The  repeal  made  by  section 
6701  takes  effect  on  October  1,  1986. 

Subtitle  I— Establishment  of  a  Timetable  for 
Completion  of  Coast  Guard  Offshore  Safety 
Studies 

SEC.  6801.  RECILATIONS. 

(a)  Deadline  for  Effectiveness.— The 
Secretary  of  the  department  in  which  the 
Coast  Guard  is  operating  (hereafter  in  this 
Act  referred  to  as  the  ■Secretary")  shall 
issue  final  regulations,  to  become  effective 
before  September  1,  1987,  pursuant  to  the 
advance  notice  of  proposed  rulemaking  re- 
garding the  revision  of  the  regulations  on 
outer  Continental  Shelf  activities  (50  Fed. 
Reg.  9290  (1985)),  published  March  7,  1985. 

(b)  Consideration  of  Standby  Vessels 
FOR  Evacuation.— In  preparing  regulations 
referred  to  in  subsection  (a),  the  Secretary 
shall  consider  requiring  standby  vessels  for 
the  evacuation  of  personnel  from  manned 
installations  on  the  outer  Continental  Shelf. 

SE(  .  6K02.  REPORTS  TO  <'ON(;RESS. 

(a)  Preliminary  Report.— The  Secretary 
shall,  before  December  31,  1986,  submit  to 
the  Congress  a  report  setting  forth  the 
progress  made  in  preparing  the  regulations 
referred  to  in  section  6801(a). 

(b)  Final  Report.— The  Secretary  shall, 
before  September  1,  1987,  submit  to  the 
Congress  a  report  setting  forth  the  justifica- 
tion for  the  manned  installation  evacuation 
procedures  contained  in  the  final  rjegula- 
tions  referred  to  in  section  6801(a). 

Subtitle  J — Requirement  for  the  I'se  of  American 
Built  Rigs  for  Exploration  and  Development  on 
the  r.S.  Outer  ContinenUl  Shelf 

SE(  .  6901.  ISE  OK  AMERK  AN-Bl  ILT  RKiS  FOR  OCS 
DRIU.INC;. 

Section  5  of  the  Outer  Continental  Shelf 
Lands  Act  (43  U.S.C.  1334)  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

•(j)(l)  Any  vessel,  rig.  platform,  or  other 
structure  used  for  the  purpose  of  explora- 
tion or  production  of  oil  and  gas  on  the 
outer  Continental  Shelf  south  of  49  degrees 
North  latitude  shall  be  built— 

"(A)  in  the  United  States;  and 

"(B)  from  articles,  materials,  or  supplies 
at  least  50  percent  of  which,  by  cost,  shall 
have  been  mined,  produced,  or  manufac- 
tured, as  the  case  may  be,  in  the  United 
States. 

"(2)  The  requirements  of  paragraph  (1) 
shall  not  apply  to  any  vessel,  rig,  platform, 
or  other  structure  which  was  built,  which  is 
being  built,  or  for  which  a  building  contract 
has  been  executed,  on  or  before  October  1, 
1986. 

"(3)  The  Secretary  may  waive— 

"(A)  the  requirement  in  paragraph  (1)(B) 
whenever  the  Secretary  determines  that  50 
percent  of  the  articles,  materials,  or  supplies 
for  a  vessel,  rig,  platform,  or  other  structure 
cannot  be  mined,  produced,  or  manufac- 
tured, as  the  case  may  be,  in  the  United 
States,  and 

"(B)  the  requirement  in  paragraph  (1)(A) 
upon  application,  with  respect  to  any  classi- 
fication of  vessels,  rigs,  platforms,  or  other 
structures  on  a  specific  lease,  when  the  Sec- 
retary determines  that  at  least  50  percent  of 
such  classification,  as  calculated  by  number 
and  by  weight,  which  are  to  be  built  for  ex- 
ploration or  production  activities  under 
such  lease  will  be  built  in  the  United  States 
in  compliance  with  the  requirements  of 
paragraph  (IKA).". 


TITLE  VII— HOUSE  COMMITTEE  ON  POST 
OFFICE  AND  CIVIL  SERVICE 
SEC.   7001.    EARLIEST   DATE    FOR   CERTAIN    ELEC- 
TIONS     TO      PARTICIPATE      IN     THE 
THRIfT  SAVINGS  PLAN. 

Section  206(b)  of  the  Federal  Employees' 
Retirement  System  Act  of  1986  (Public  Law 
99-335:  100  SUt.  594)  is  amended  to  read  as 
follows: 

"(b)(1)  An  election  may  first  be  made  by 
an  employee  of  the  Federal  Government  or 
a  Member  of  Congress  under  section  8351  of 
title  5,  United  States  Code  (as  added  by  sub- 
section (a)(1)),  during  the  election  period 
provided  under  section  8432(b)(4)  of  such 
title.  An  election  by  such  an  employee  or 
Memt)er  during  that  election  period  shall  be 
effective  on  the  first  day  of  the  employee's 
or  Member's  first  pay  period  which  begins 
after  the  last  day  of  that  election  period. 

"(2)  The  Executive  Director  of  the  Feder- 
al Retirement  Thrift  Investment  Board  may 
prescribe  regulations  to  carry  out  this  sub- 
section.". 

SEC.  7002.  CHANGE  IN  METHOD  BV  WHICH  REVE- 
NL'E  FOREGONE  IS  COMPITED  FOR 
CERTAIN  CATEGORIES  OF  MAIL. 

(a)  In  General.— Section  3626  of  title  39. 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following: 

"( i )( 1 )  As  used  in  this  subsection— 

"(A)  'reduced-rate  category'  means  any 
class  of  mail  or  kind  of  mailer  for  which  a 
rate  schedule  is  established  under  subsec- 
tion (a)  of  this  section:  and 

"(B)  regular-rate  category'  means  any 
class  or  kind  of  mail  other  than  a  class  or 
kind  referred  to  in  section  2401(c)  of  this 
title. 

"(2)  This  subsection  shall  be  used  in  deter- 
mining the  costs  recovered  by  revenues  plus 
appropriations  for  the  reduced-rate  catego- 
ries, for  the  purpose  of  distinguishing  costs 
to  be  recovered  from  rates  and  fees  for  regu- 
lar-rate categories  under  this  chapter,  and 
for  the  purpose  of  determining  the  appro- 
priation requests  under  section  2401(c)  of 
this  title  relating  to  the  reduced-rate  catego- 
ries. It  shall  be  assumed  that  the  combina- 
tion of  postage  and  appropriations  to  be  re- 
ceived for  each  of  the  reduced-rate  catego- 
ries will  bear  the  same  ratio  to  the  costs  at- 
tributed as  required  by  section  3622(b)(3)  of 
this  title  to  such  respective  categories,  as 
the  revenues  to  be  received  from  the  most 
closely  corresponding  regular-rate  category, 
as  estimated  in  determining  the  rates  for 
such  category,  bear  to  the  costs  attributed 
to  that  regular-rate  category  as  required  by 
section  3622(b)(3)  of  this  title.". 

(b)  Conforming  AMENDBtENT.— Section 
2401(c)  of  title  39,  United  States  Code,  is 
amended  by  striking  "3626"  and  inserting 

■3626(a)-(h)". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on 
January  1,  1989,  or  on  the  effective  date  of 
the  next  general  change  in  rates  and  fees 
under  sections  3622  and  3625  of  title  39, 
United  States  Code,  whichever  is  sooner. 
TITLE  VIII— HOUSE  COMMITTEE  ON  PUBLIC 

WORKS  AND  TRANSPORTATION 
Subtitle  A— Highway  Program 
SEC.  8001.  CONTRACT  AITHORITY. 

(a)  General  Limitation.— Notwithstand- 
ing any  other  provision  -of  law,  the  total 
amount  of  contract  authority  to  l>e  provided 
for  programs  funded  out  of  the  Highway 
Trust  Fund  (other  than  the  Mass  Transit 
Account)  shall  not  exceed— 

(1)  $13,527,000,000  for  fiscal  year  1987: 

(2)  $13,527,000,000  for  fiscal  year  1988: 
and 
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(3)  $13,527,000,000  for  fiscal  year  1989. 

(b)  Exceptions.— The  limitations  imposed 
by  subsection  (a)  shall  not  apply  to— 

(1)  the  traffic  safety  grant  program  car- 
ried out  by  the  National  Highway  Traffic 
Safety  Administration  under  section  402  of 
title  23.  United  States  Code: 

<2)  the  maintenance  of  railroad-highway 
crossings  program  under  section  145  of  H.R. 
3129,  as  reported  by  the  Committee  on 
Public  Works  and  Transportation  (the  Sur- 
face Transportation  and  Uniform  Reloca- 
tion Assistance  Act  of  1986),  or  the  confer- 
ence report  relating  thereto: 

(3)  the  motor  carrier  safety  grant  program 
under  section  404  of  the  Surface  Transpor- 
tation Assistance  Act  of  1982:  and 

(4)  the  university  transportation  centers 
program  undef  section  11(b)  of  the  Urban 
Mass  Transp>ortation  Act  of  1964. 

SEC.  S002.  OBLIGATION  CEILING. 

(a)  General  Limitation.— Notwithstand- 
ing any  other  provision  of  law.  the  total  of 
all  obligations  for  Federal-aid  highways  and 
highway  safety  construction  programs  shall 
not  exceed— 

(1)  $11,975,000,000  for  fiscal  year  1987: 

(2)  $11,975,000,000  for  fiscal  year  1988: 
and 

(3)  $11,975,000,000  for  fiscal  year  1989. 
For  each  of  fiscal  years  1987.  1988.  and  1989. 
the  limitation  imposed  by  this  subsection 
shall  be  subject  to  subsections  (c).  (d).  and 
(e)  of  section  105  of  H.R.  3129.  as  reported 
by  the  Committee  on  Public  Works  and 
Transportation  (the  Surface  Transportation 
and  Uniform  Relocation  Assistance  Act  of 
1986).  or  the  conference  report  relating 
thereto. 

(b)  Exceptions.— The  limitations  imposed 
by  subsection  (a)  shall  not  apply— 

(1)  to  obligations  specified  in  subsection 
(b)  of  section  105  of  H.R.  3129.  as  reported 
by  the  Committee  on  Public  Works  and 
Transportation  (the  Surface  Transportation 
and  Uniform  Relocation  Assistance  Act  of 
1986).  or  the  conference  report  relating 
thereto:  and 

(2)  to  obligations  under  subsection  (f)  of 
such  section. 

(c)  Limitation  on  Excepted  Obliga- 
tions.—Notwithstanding  any  other  provi- 
sion of  law.  the  total  of  all  obligations  speci- 
fied in  subsection  (b)  of  such  section  105 
(other  than  obligations  for  the  maintenance 
of  railroad-highway  crossings  program 
under  section  145  of  such  H.R.  3129  and  for 
the  motor  carrier  safety  grant  program 
under  section  404  of  the  Surface  Transpor- 
tation Assistance  Act  of  1982)  and  subsec- 
tion (f)  of  such  section  105  shall  not 
exceed— 

(1)  $1,070,000,000  for  fiscal  year  1987: 

(2)  $1,020,000,000  for  fiscal  year  1988:  and 

(3)  $1,020,000,000  for  fiscal  year  1989. 

(d)  Conforming  Amendment.— Section 
157(b)  of  title  23,  United  States  Code,  is 
amended  by  striking  out  the  period  at  the 
end  of  the  last  sentence  and  inserting  in  lieu 
thereof  "and  section  8002(c)  of  the  Omnibus 
Budget  Reconciliation  Act  of  1986.". 

SEC.  8003.  EMERGENCY  RELIEF. 

Section  125(b)  of  title  23,  United  States 
Code,  is  amended  by  striking  out  "(and 
$55,000,000  for  projects  in  connection  with 
disasters  or  failures  occurring  in  calendar 
year  1985)"  and  by  inserting  after  "1985" 
the  following:  "or  $100,000,000  with  respect 
to  natural  disasters  and  catastrophic  fail- 
ures occurring  in  calendar  year  1986". 


Subtitle  B — Federal  Energy  Regulatory 
Commission  Annual  Charges 

SEC.  moi.  PROHIBITION  ON  THE  ASSESSMENT  AND 
COLLECTION  OF  ANNCAL  CHARGES. 

Notwithstanding  any  other  provision  of 
this  Act  (including  any  amendment  made  by 
this  Act),  the  Federal  Energy  Regulatory 
Commission  shall  not  assess  or  collect  any 
charges  from  an  interstate  natural  gas  pipe- 
line or  an  interstate  oil  pipeline  carrier, 
except  those  charges  assessed  or  collected 
pursuant  to  a  law  approved  before  the  date 
of  the  enactment  of  this  Act. 

Subtitle  C — Ocean  Dumping  Amendments 

SEC.  S20I.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Ocean 
Dumping  Amendments  Act  of  1986". 

SEC.  »202.  1)1  MHING  PER.MIT  PROGRAM. 

Section  102  of  the  Marine  Protection,  Re- 
search, and  Sanctuaries  Act  of  1972  (33 
U.S.C.  1412)  is  amended  as  follows: 

(1)  Subsection  (a)  is  amended— 

(A)  by  inserting  "(1)"  after  "(a)": 

(B)  by  striking  out  ",  and  in  relation  to  ra- 
diological, chemical,  and  biological  warfare 
agents  and  high-level  radioactive  waste,  for 
which  no  permit  may  be  issued."  and  insert- 
ing ".  and  except  as  provided  in  paragraphs 
(2)  and  (3).": 

(C)  by  striking  out  "and  beaches."  in  sub- 
paragraph (C)  and  inserting  in  lieu  thereof 
",  beaches,  and  wetlands.": 

(D)  by  striking  out  the  last  sentence 
thereof:  and 

(E)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraphs: 

■(2)  No  permit  may  be  issued  under  this 
title  in  relation  to  the  following: 

"(A)  Radiological,  chemical,  and  biological 
warfare  agents. 

"(B)  High-level  radioactive  waste. 

"(3)  No  permits  may  be  issued  or  renewed 
under  this  title  that  authorizes  the  dump- 
ing, or  the  transportation  for  purposes  of 
dumping,  after  December  31.  1986.  of  mu- 
nicipal sludge,  whether  or  not  the  sludge  is 
subject  to  section  104A,  unless— 

"(A)  the  sewerage  authority  or  other  unit 
of  State  or  local  government  operating  the 
plant  at  which  the  municipal  sludge  is  gen- 
erated is  in  compliance  with  those  require- 
ments of  sections  307(b)  and  402(b)(8)  of  the 
Federal  Water  Pollution  Control  Act  (33 
U.S.C.  1317(b)  and  1342(b)(8))  which  are  re- 
lated to  the  quality  of  municipal  sludge:  and 

"(B)  the  Administrator,  in  consultation 
with  the  Governor  of  the  State  in  which  the 
unit  is  located,  finds  that  a  suitable  land- 
based  alternative  to  the  ocean  disposal  of 
the  sludge  is  not  currently  available.". 

(2)  Subsection  (c)  is  amended  to  read  as 
follows: 

"(c)(1)  The  Administrator  shall  designate 
sites  at  which  materials  may  be  dumped 
pursuant  to  this  section  and.  after  consulta- 
tion with  the  Secretary,  at  which  materials 
may  be  dumped  pursuant  to  section  103: 
except  that  no  site  may  be  designated  by 
the  Administrator  under  this  subsection 
until  the  Administrator  undertakes  and 
completes  an  analysis  of  the  characteristics 
of  the  site  and  its  suitability  for  dumping 
and  of  the  environmental  effects  which  will 
likely  result  from  dumping.  In  undertaking 
such  an  analysis  of  each  site,  the  Adminis- 
trator shall  take  into  consideration  the  fac- 
tors set  forth  in  subsection  (a)  and  shall  spe- 
cifically take  into  account  the  following: 

"(A)  The  types  and  quantities  of  wastes 
and  pollutants  projected  to  be  deposited  in. 
and  adjacent  to.  the  site  from  dumping  and 
other  sources. 


"(B)  The  ability  of  the  waters  at  the  site 
to  disperse,  detoxify,  or  neutralize  the  mate- 
rials. 

"(C)  The  importance  of  the  site  to  the  sur- 
rounding biological  conununity.  including 
the  presence  of  breeding,  spawning,  nursery 
or  foraging  areas,  migratory  pathways,  or 
areas  necessary  for  other  functions  or  criti- 
cal stages  in  the  life  cycle  of  marine  orga- 
nisms. 

"(D)  The  immediate  and  cumulative  ef- 
fects on  human  health  and  on  the  ecosys- 
tem adjacent  to  the  site  and  the  persistent 
effects  on  the  ecosystem  within  the  site. 
Nothing  contained  in  this  paragraph  shall 
be  construed  to  limit  the  authority  of  the 
Secretary  under  section  103  to  make  inde- 
pendent determinations  regarding  appropri- 
ate locations  for  dumping. 

"(2)  The  Administrator  shall— 

"(A)  periodically  monitor,  or  cause  to  be 
monitored,  the  effects  of  the  dumping  of 
materials  at  or  adjacent  to  each  site  for 
which  the  Administrator  determines,  on  the 
basis  of  the  characteristics  of  the  site  and 
the  materials  to  be  dumped,  that  such  moni- 
toring is  necessary  to  accomplish  the  pur- 
poses of  this  title:  and 

■(B)  at  the  close  of  the  third  year  after 
the  site  designation  and  at  every  three-year 
interval  thereafter  until  such  time  as  the 
designation  is  terminated,  estimate  the 
extent  of  the  dumping  and  other  waste 
inputs  that  will  occur  in  and  adjacent  to 
each  site  during  the  next  three-year  period. 

"(3)  If  at  any  time  the  Administrator,  on 
the  basis  of  the  factors  taken  into  account 
under  subparagraphs  (A)  through  (D)  of 
paragraph  (1),  or  on  the  basis  of  the  moni- 
toring or  estimates,  required  under  para- 
graph (2).  determines  that  the  site  is  no 
longer  suitable  for  such  dumping,  the  Ad- 
ministrator shall— 

"(A)  limit  dumping  at  the  site  to  certain 
materials  or  at  certain  times  or  both:  or 

"(B)  suspend  or  terminate  the  designation 
of  the  site  under  paragraph  ( 1 ). 
In  making  a  determination  under  the  pre- 
ceding sentence  that  a  site  is  no  longer  suit- 
able for  dumping  pursuant  to  section  103, 
the  Administrator  shall  consult  the  Secre- 
tary.". 

(3)  Such  section  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsec- 
tion: 

"(f)  No  funds  authorized  under  this  title 
may  be  used  to  finance,  in  whole  or  in  part, 
the  dumping  of  material  or  the  transporta- 
tion of  material  for  the  purpose  of  dumping, 
as  authorized  under  this  section.". 

SEC.  8203.  SPECIAL  PERMIT  PROVISIONS  AFFECT- 
ING THE  DCMPING  OF  HARMFCL  Ml- 
NICIPAL  SLCDGE  AND  INDCSTRIAL 
WASTE. 

(a)  Title  I  of  the  Marine  Protection,  Re- 
search, and  Sanctuaries  Act  of  1972  (33 
U.S.C.  1401  et  seq.)  is  further  amended  by 
inserting  after  section  102  the  following  new 
section: 

"DUMPING  OF  HARMFUL  MUNICIPAL  SLUDGE  AND 
INDUSTRIAL  WASTE 

"Sec  102A.  (a)  The  Administrator  shall— 
"(1)  end  the  dumping  of  harmful  munici- 
pal sludge  'nto  ocean  waters  and  into  waters 
described  in  section  101(b)  as  soon  as  possi- 
ble after  the  date  of  the  enactment  of  this 
section,  except  that  in  no  case  may  any 
dumping  of  harmful  municipal  sludge— 

"(A)  occur  after  the  last  day  of  the  eight- 
een-month period  beginning  on  such  date  of 
enactment:  or 
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"(B)  be  authorized  under  this  title  for 
other  than  an  eligible  authority  within  the 
meaning  of  section  104A(a)(l)(C);  and 

"(2)  end  the  dumping  of  industrial  waste 
into  such  waters,  except  as  provided  in  sub- 
sections (b)  and  (c). 

"(b)  On  and  after  the  date  of  the  enact- 
ment of  this  section,  the  Administrator  may 
issue  permits  under  section  102  for  the 
dumping  of  industrial  waste  into  ocean 
waters,  or  into  waters  described  in  section 
101(b),  if  the  Administrator  determines— 

"(1)  that  the  proposed  dumping  is  neces- 
sary to  conduct  research— 

"(A)  on  new  technology  related  to  ocean 
dumping,  or 

"(B)  to  determine  whether  the  dumping 
of  such  substance  will  unreasonably  degrade 
or  endanger  human  health,  welfare,  or 
amenities,  or  the  marine  environment,  eco- 
logical systems,  or  economic  potentialities: 

"(2)  that  the  scale  of  the  proposed  dump- 
ing is  such  that  the  dumping  will  have  mini- 
mal adverse  impact  upon  the  human  health, 
welfare,  and  amenities,  and  the  marine  envi- 
ronment, ecological  systems,  and  economic 
potentialities;  and 

"(3)  after  consultation  with  the  Secretary 
of  Conunerce,  that  the  potential  benefits  of 
such  research  will  outweigh  any  such  ad- 
verse impact. 

Each  permit  issued  pursuant  to  this  subsec- 
tion shall  be  subject  to  such  conditions  and 
restrictions  as  the  Administrator  determines 
to  be  necessary  to  minimize  p>ossible  adverse 
impacts  of  such  dumping.  No  permit  issued 
by  the  Administrator  pursuant  to  this  sub- 
section may  have  an  effective  period  of 
more  than  six  consecutive  months. 

"(c)  On  and  after  the  date  of  the  enact- 
ment of  this  section,  the  Administrator  may 
issue  emergency  permits  under  section  102 
for  the  dumping  of  industrial  waste  into 
ocean  waters,  or  into  waters  described  in 
section  101(b).  if  the  Administrator  deter- 
mines that  there  has  been  demonstrated  to 
exist  an  emergency,  requiring  the  dumping 
of  such  waste,  which  poses  an  unacceptable 
risk  relating  to  human  health  and  admits  of 
no  other  feasible  solution.  As  used  in  this 
subsection,  the  term  'emergency'  refers  to 
situations  requiring  action  with  a  marked 
degree  of  urgency. 

"(d)  For  purposes  of  this  section— 

"(1)  The  term  'harmful  municipal  sludge' 
means  municipal  sludge  (as  defined  in  sec- 
tion 3(n))  the  ocean  dumping  of  which  may 
be  harmful  to  human  health,  welfare,  amen- 
ities, or  the  marine  environment,  ecological 
systems,  and  economic  potentialities.  Munic- 
ipal sludge  shall  be  considered  to  be  harm- 
ful, for  purposes  of  this  section,  if  it  fails  to 
meet  the  environmental  impact  criteria  of 
the  Envirorunental  Protection  Agency's  reg- 
ulations issued  under  this  title. 

"(2)  The  term  industrial  waste'  means 
any  solid,  semisolid,  or  liquid  waste  generat- 
ed by  a  manufacturing  or  processing  plant 
the  o<%an  dumping  of  which  may  unreason- 
ably degrade  or  endanger  human  health, 
welfare,  or  amenities,  or  the  marine  envi- 
ronment, ecological  systems,  and  economic 
potentialities.". 

(b)  Section  4  of  the  Act  entitled  "An  Act 
to  amend  the  Marine  Protection,  Research, 
and  Sanctuaries  Act  of  1972  to  authorize  ap- 
propriations to  carry  out  the  provisions  of 
such  Act  for  fiscal  year  1978",  approved  No- 
vember 4.  1977  (33  U.S.C.  1412a),  is  re- 
pealed. 

SEC.  8204.  CORPS  OF  ENGINEERS  PERMITS. 

Section  103(b)  of  the  Marine  Protection. 
Research,  and  Sanctuaries  Act  of  1972  (33 
U.S.C.  1413(b))  is  amended  by  striking  out 


the  last  sentence  and  inserting  in  lieu  there- 
of the  following:  "In  conducting  the  inde- 
pendent determination  under  the  preceding 
sentence,  the  Secretary  shall  consider  the 
relative  environmental  impact  of,  and  shall 
give  equal  treatment  to.  all  alternative 
forms  of  disposal.  In  considering  appropri- 
ate locations,  he  shall,  to  the  extent  feasi- 
ble, utilize  the  recommended  sites  designat- 
ed by  the  Administrator  pursusuit  to  section 
102(c).  The  Secretary  in  consultation  with 
the  Administrator  shall  be  responsible  for 
management,  including  appropriate  moni- 
toring, of  sites  utilized  pursuant  to  this  sec- 
tion.". 

SEC.  820.5.  PERMIT  CONDITIONS. 

Section  104  of  the  Marine  Protection.  Re- 
search, and  Sanctuaries  Act  of  1972  (33 
U.S.C.  1414)  is  amended  as  follows: 

(1)  Subsection  (a)  is  amended  to  read  as 
follows: 

"(a)  Permits  issued  under  this  title  shall 
designate  and  include— 

"(1)  the  type  of  material  authorized  to  be 
transported  for  dumping  or  to  be  dumped; 

"(2)  the  amount  of  material  authorized  to 
be  transported  for  dumping  or  to  be 
dumped; 

"(3)  the  location  where  such  transport  for 
dumping  will  be  terminated  or  where  such 
dumping  will  occur; 

"(4)  the  length  of  time  for  which  the  per- 
mits are  valid  and  their  expiration  date; 

"(5)  any  special  provisions  deemed  neces- 
sary by  the  Administrator  or  the  Secretary, 
as  the  case  may  be,  to  minimize  the  harm 
from  dumping,  which  may  include  measures 
that  the  permittee  must  take  to  plan,  devel- 
op, acquire,  or  implement,  as  appropriate— 

"(A)  alternatives  for  the  disposal  of  the 
material. 

"(B)  processes  for  reducing  or  eliminating 
any  contaminants  in  the  material,  or 

"(C)  processes  for  recycling  the  material; 

"(6)  after  consultation  with  the  Secretary 
of  the  Department  in  which  the  Coast 
Guard  is  operating,  any  special  provisions 
deemed  necessary  by  the  Administrator  or 
the  Secretary,  as  the  case  may  be,  for  the 
monitoring  and  surveillance  of  the  transpor- 
tation or  dumping;  and 

"(7)  such  other  matters  as  the  Administra- 
tor or  the  Secretary,  as  the  case  may  be. 
deems  appropriate.". 

(2)  Subsection  (b)  is  amended  to  read  as 
follows: 

"(b)(1)  The  Administrator  or  the  Secre- 
tary, as  the  case  may  be,  shall  prescribe  by 
regulation  and  collect  from  the  applicant, 
unless  the  applicant  is  a  Federal  agency,  an 
application  fee  in  an  amount,  not  to  exceed 
$10,000,  that  is  commensurate  with  the  rea- 
sonable administrative  costs  incurred  or  ex- 
pected to  be  incurred  by  the  Administrator 
or  Secretary  in  processing  the  permit.  The 
application  fee  shall  be  deposited  to  the 
principal  appropriation  account  or  accounts 
used  to  carry  out  the  processing  of  permits 
under  this  title. 

"(2)(A)  The  Administrator  shall  prescribe 
by  regulation,  after  opportunity  for  a  hear- 
ing on  the  record,  and  collect  a  special  fee 
for  permits  issued  under  section  102  to  re- 
cover the  costs  incurred,  or  expected  to  be 
incurred,  in  the  undertaking  of  measures  by 
Federal  agencies  to  determine  compliance 
with  permit  terms,  and  the  undertaking  of 
only  the  monitoring  necessary  to  make  a 
reasonable  assessment  of  the  direct  effects 
on  the  marine  environment  caused  by  dis- 
posal activities  carried  out  under  the 
permit.  Such  fee  shall  be  an  amount  which 
will  not  have  a  substantial  adverse  effect  on 
the  competitive  prospects  for  commercial 


implemenution  of  effective  and  efficient 
ocean-based  waste  destruction  technologies 
that  otherwise  meet  the  requirements  of 
law.  The  special  fee  shall  be  deposited  to 
the  principal  appropriation  account  or  ac- 
counts used  to  carry  out  site  and  compliance 
monitoring,  surveillance,  and  enforcement 
activities. 

"(B)  The  funds  collected  under  subpara- 
graph (A)  may  be  transferred  in  part  to 
other  Federal  agencies  for  the  costs  in- 
curred or  expected  to  be  incurred  in  connec- 
tion with  their  activities  described  in  sub- 
paragraph (A). 

"(3)  The  expenditure  of  funds  raised  by 
these  fees  shall  be  subject  to  appropria- 
tions.". 

(3)  Subsection  (e)  is  redesignated  as  sub- 
section (e)(1)  and  after  it  the  following  new 
paragraph  is  inserted: 

"(2)  The  Administrator  and  the  Secretary 
shall  establish  and  maintain  quality  assur- 
ance programs  to  ensure  the  validity,  accu- 
racy, and  sufficiency  of  information  submit- 
ted to  or  used  by  the  Administrator  or  the 
Secretary  in  connection  with  applications 
for  permits  or  other  activities  undertaken 
pursuant  to  this  title.  Such  quality  assur- 
ance programs  shall  encompass,  but  not  be 
limited  to,  the  design,  implementation,  and 
analysis  of  sampling,  testing,  and  monitor- 
ing procedures  and  results.  The  Administra- 
tor and  the  Secretary  shall  each  individual- 
ly report  annually,  as  a  part  of  the  report 
required  under  section  112  of  this  title,  on 
the  status  of  implementation  of  this  subsec- 
tion; except  that  the  first  such  quality  as- 
surance reporting  shall  be  submitted  to  the 
Congress  no  later  than  one  year  after  the 
effective  date  of  this  subsection.". 

(4)  The  following  new  subsection  is  added 
at  the  end  thereof: 

"(j)  The  Administrator  or  Secretary,  as 
the  case  may  be.  may  prescribe  such  report- 
ing requirements  as  he  or  she  deems  appro- 
priate with  regard  to  actions  authorized  by 
permits  issued  under  this  title.". 

SEC.  820«.  SPECIAL  PROVISIONS  REGARDING  CER- 
TAIN Dl  MPING  SITES. 

(a)  The  Congress  finds  that  the  New  York 
Bight  Apex  is  no  longer  a  suitable  location 
for  the  ocean  dumping  of  municipal  sludge. 

(b)  Title  I  of  the  Marine  Protection.  Re- 
search, and  Sanctuaries  Act  of  1972  (33 
U.S.C.  1401  et  seq.)  is  further  amended  by 
inserting  after  section  104  the  following  new 
section: 

""SPECIAL  PROVISIONS  REGARDING  CERTAIN 
DUMPING  SITES 

"Sec.  104A.  (a)  New  York  Bight  Apex.— 
(1)  For  purposes  of  this  subsection: 

"(A)  The  term  Apex'  means  the  New 
York  Bight  Apex  consisting  of  the  ocean 
waters  of  the  Atlantic  Ocean  westward  of  73 
degrees  30  minutes  west  longitude  and 
northward  of  40  degrees  10  minutes  north 
latitude. 

"(B)  The  term  Apex  site'  means  that  site 
within  the  Apex  at  which  the  dumping  of 
municipal  sludge  occurred  before  October  1. 
1983. 

"(C)  The  term  eligible  authority'  means 
any  sewerage  authority  or  other  unit  of 
State  or  local  government  that  on  Novem- 
ber 2.  1983,  was  authorized  under  court 
order  to  dump  municipal  sludge  at  the  Apex 
site. 

"(2)  No  person  may  apply  for  a  permit 
under  this  title  in  relation  to  the  dumping 
of.  or  the  transportation  for  purposes  of 
dumping,  municipal  sludge  within  the  Apex 
unless  that  person  is  an  eligible  authority. 
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"(3)  The  Administrator  may  not  issue,  or 
renew,  any  permit  under  this  title  that  au- 
thorizes the  dumping  of.  or  the  transporta- 
tion for  purposes  of  dumping,  municipal 
sludge  within  the  Apex  after  the  earlier  of— 

"(A)  December  15.  1987;  or 

"(B)  the  day  determined  by  the  Adminis- 
trator to  be  the  first  day  on  which  munici- 
pal sludge  generated  by  eligible  authorities 
can  reasonably  be  dumped  at  a  site  designat- 
ed under  section  102  other  than  a  site 
within  the  Apex. 

"(4)(A)  Within  three  years  after  the  date 
of  the  enactment  of  this  section,  the  Admin- 
istrator shall  prepare  and  submit  to  the 
Congress  a  New  York  Bight  Apex  Restora- 
tion Plan.  In  preparing  the  plan,  the  Admin- 
istrator shall  hold  public  hearings  in  order 
to  obtain  the  views  and  comments  of  inter- 
ested persons. 

"(B)  The  New  York  Bight  Apex  Restora- 
tion Plan  required  under  subparagraph  (A) 
shaU- 

"(i)  identify  and  assess  the  impact  of  pol- 
lutant inputs,  such  as  treated  and  untreated 
sewage  discharge,  industrial  outfalls,  agri- 
cultural and  urban  runoff,  storm  sewer 
overflow,  upstream  contaminant  sources,  at- 
mospheric fallout,  and  dumping  that  are  af- 
fecting the  water  quality  and  marine  re- 
sources of  the  Apex; 

"(ii)  identify  those  uses  in  the  Apex  that 
are  being  inhibited  because  of  those  inputs; 

"(iii)  determine  the  fate  of  the  contami- 
nants from  those  inputs  and  their  effect  on 
the  marine  environment; 

"(iv)  identify  technologies  and  manage- 
ment practices,  and  determine  the  costs, 
necessary  to  control  those  inputs; 

"(v)  identify  imp>ediments  to  the  cleanup 
of  those  Inputs; 

"(vi)  devise  a  schedule  of  economically 
feasible  projects  to  implement  the  controls 
identified  under  clause  (iv)  and  to  remove 
the  impediments  identified  under  clause  (v); 
and 

"(vii)  develop  recommendations  for  fund- 
ing and  coordinating  various  Federal.  State. 
and  local  government  programs  necessary  to 
implement  the  projects  devised  under  clause 
(vi). 

Within  six  months  after  the  date  of  the  en 
actment  of  this  section,  the  Administrator 
shall  submit  to  the  Congress  a  detailed 
schedule  (and  the  associated  funding  re- 
quirements) for  completing  the  restoration 
plan  required  by  this  paragraph. 

"(5)  Within  one  year  after  the  date  of  the 
enactment  of  this  section,  the  Administra- 
tor shall  prepare  and  submit  to  Congress  a 
report  on  the  technological  and  economic 
feasibility  of  establishing  and  implementing 
quality  standards  for  disposal  of  municipal 
sludge  through  ocean  or  land-based  meth- 
ods. The  quality  standards  shall  set  forth 
maximum  permissible  concentrations  of 
heavy  metals.  PCB's,  persistent  plastics,  mi- 
crobiological constituents,  pathogens,  and 
any  other  material  found  in  municipal 
sludge  regarding  which  the  Administrator 
considers  the  establishment  of  maximum 
permissible  concentrations  to  be  warranted. 

"(6)  In  addition  to  funds  authorized  under 
section  111.  there  are  authorized  to  be  ap- 
propriated to  the  Environmental  Protection 
Agency,  for  purposes  of  preparing  the  New 
York  Bight  Apex  Restoration  Plan  required 
under  paragraph  (4)(A),  the  following 
amounts: 

"(A)  $2,000,000  for  fiscal  year  1986. 

"(B)  $2,000,000  for  fiscal  year  1987. 

"(C)  $1,000,000  for  fiscal  year  1988. 

"(b)  Restriction  on  Use  of  the  106-Mile 
Site.— The  Administrator  may  not  issue  or 


renew  any  permit  under  this  title  which  au- 
thorizes any  person,  other  than  a  person 
that  is  an  eligible  authority  within  the 
meaning  of  subsection  (a)(1)(C).  to  dump,  or 
to  transport  for  the  purposes  of  dumping, 
municipal  sludge  within  the  site  designated 
under  section  102(c)  by  the  Administrator 
and  known  as  the  '106-Mile  Ocean  Waste 
Dump  Site'  (as  described  in  49  F.R.  19005).". 

SEC.  M07.  COSVENTIOS  ADNKKKNTK. 

Section  106  of  the  Marine  Protection,  Re- 
search, and  Sanctuaries  Act  of  1972  (33 
U.S.C.  1416)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"(g)  To  the  extent  that  they  may  do  so 
without  relaxing  the  requirements  of  this 
title,  and  in  accordance  with  chapter  5  of 
title  5.  United  States  Code,  the  Administra- 
tor and  the  Secretary  shall  adhere  to  and 
apply  the  requirements  of  the  Convention, 
including  its  annexes,  that  are  binding  upon 
the  United  States  when  implementing  this 
title.". 

SKC  M08.  TRANSITIOS.AL  PROVISIONS. 

Until  completion  of  the  site  designation  or 
denial  of  site  designation  by  the  Administra- 
tor of  the  Environmental  Protection  Agency 
with  respect  to  any  areas  of  ocean  waters 
approved  for  dumping  on  an  interim  basis 
before  July  1.  1982.  and  any  areas  of  ocean 
waters  used  for  dumping  pursuant  to  a 
court  order,  the  amendments  made  by  this 
subtitle  to  the  Marine  Protection,  Research, 
and  Sanctuaries  Act  of  1972  (other  than  sec- 
tion 102(a)  of  that  Act  as  amended  by  sec- 
tion 8202(1)  of  this  Act,  other  than  subsec- 
tion (c)(2)  and  (3)  of  section  102  of  that  Act 
as  added  by  section  8202(2)  of  this  Act  and 
other  than  amendments  made  by  sections 
8203,  8205,  8206.  8209.  8210.  8211.  8215.  and 
8216  of  this  Act)  shall  not  be  applicable  to 
those  areas  of  ocean  water. 

SEt .  K209.  DEKIMTIONS. 

Section  3  of  the  Marine  Protection.  Re- 
search, and  Sanctuaries  Act  of  1972  (33 
U.S.C.  1402)  is  amended— 

(1)  by  inserting  ■.  and  the  subjacent 
areas."  immediately  after  "those  waters"  in 
subsection  (b); 

(2)  by  striking  out  "sewage  sludge."  in  sub- 
section (c)  and  inserting  in  lieu  thereof  "mu- 
nicipal sludge."; 

(3)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection: 

"(m)  Monitoring'  means  the  systematic, 
time-series  observation  of  materials,  con- 
taminants, or  pertinent  components  of  the 
marine  ecosystem  over  a  period  of  time  suf- 
ficient to  determine  the  existing  levels, 
trends,  and  natural  variations  of  measured 
components  in  the  water  column,  sediments, 
and  biota  for  the  purpose  of  ensuring  that 
immediate  harmful  effects  of  dumping  are 
detected,  and  cumulative  and  long-term  ef- 
fects are  detected,  forecasted,  and  evaluat- 
ed. Ol)servations  may  include,  but  are  not 
limited  to,  the  following  procedures,  de- 
pending upon  the  type  of  waste  to  be 
dumped  and  the  characteristics  of  the  site; 
( 1 )  seasonal  sampling  and  analyses  of  the  in- 
faunal  community  and  sediment  for  pur- 
poses of  characterizing  structural  composi- 
tion and  size  distribution;  (2)  sampling  and 
analyses  of  sediment  and  selected  organisms 
to  determine  levels  of  hydrocarbon,  trace 
metals,  and  chemical  and  pathogenic  con- 
taminants identified  as  constituents  of 
wastes  to  be  dumped;  (3)  profiling  measure- 
ments of  standard  oceanographic  param- 
eters including  dissolved  oxygen,  salinity, 
and  water  temperature;  (4)  characterization 
of  large-scale  surface  topography  and  mega- 
faunal  structure  and  composition;  and  (5) 


sampling  and  analyses  to  determine  levels  of 
nutrients  and  organic  carbon. 

"(n)  'Municipal  sludge'  means  solid,  semi- 
solid, or  liquid  waste  generated  by  a  waste 
water  treatment  plant  of  a  sewerage  author- 
ity or  other  unit  of  State  or  local  govern- 
ment or  a  privately  owned  or  operated  waste 
water  treatment  plant  which  treats  pre- 
dominantly domestic  sewage.";  and 

(4)  by  striking  out  "the  Canal  Zone,"  in 
subsection  (d). 

SEC.  8210.  PENALTIES. 

Subsection  (b)  of  section  105  of  the 
Marine  Protection,  Research,  and  Sanctuar- 
ies Act  of  1972  (33  U.S.C.  1415(b))  is  amend- 
ed as  follows; 

( 1 )  The  text  is  redesignated  as  paragraph 
( 1 )  of  such  subsection. 

(2)  Paragraph  (1).  as  so  redesignated,  is 
amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  "Any  action  author- 
ized by  this  section  shall  be  consistent  with 
international  law.". 

(3)  The  following  new  paragraph  is  added 
at  the  end  thereof: 

"(2)  Any  person  who  knowingly  makes 
any  false  statement,  representation,  or  certi- 
fication in  any  application,  record,  report, 
plan,  or  other  document  filed  or  required  to 
be  maintained  under  this  title  or  who  falsi- 
fies, tampers  with,  or  knowingly  renders  in- 
accurate any  monitoring,  sampling,  or  test- 
ing device  or  method  required  to  be  main- 
tained or  implemented  under  this  title,  shall 
upon  conviction,  be  punished  by  a  fine  of 
not  more  than  $10,000,  or  by  imprisonment 
for  not  more  than  six  months,  or  by  both. 
For  purposes  of  this  section,  the  term 
■person'  shall  mean,  in  addition  to  the  defi- 
nition contained  in  section  3(e)  of  this  title, 
any  responsible  corporate  officer.". 

SE(  .  82II.(>RI)ERS. 

Section  105(g)  of  the  Marine  Protection. 
Research,  and  Sanctuaries  Act  of  1972  (33 
U.S.C.  1415)  is  amended— 

(1)  by  redesignating  paragraph  (5)  as 
paragraph  (6)  and  by  inserting  immediately 
after  paragraph  (4)  the  following: 

"(5)  Upon  application  of  any  person,  the 
district  courts  of  the  United  States  shall 
have  jurisdiction  to  order  the  Administrator 
to  implement  in  a  timely  manner  the  site 
designation  provisions  of  this  title  for  those 
sites  for  which  site  designation  proceedings 
are  incomplete  and  at  which  dumping  is  au- 
thorized pursuant  to  permits  issued  under 
sections  102  and  103.  Nothing  in  this  para- 
graph is  intended  to  affect  the  conduct  of 
any  dumping  activity  under  a  permit  issued 
under  this  title-  pending  the  completion  of 
site  designation  proceedings.  Paragraph  (4) 
of  this  subsection  shall  not  apply  to  any  suit 
brought  pursuant  to  this  paragraph.";  and 

(2)  by  striking  out  "injunctive"  in  para- 
graph (6).  as  so  redesignated. 

SEt .  8212.  S(  HEDILE  FOR  COMPLETION. 

The  Administrator  of  the  Environmental 
Protection  Agency  shall  establish  a  schedule 
for  expeditiously  completing  the  study  and 
designation  or  denial  of  designation  of  all 
areas  of  ocean  waters  approved  before  July 
1.  1982.  for  dumping  on  an  interim  basis  smd 
areas  of  ocean  waters  used  for  dumping  pur- 
suant to  a  court  order.  The  Administrator 
shall  submit  this  schedule  to  Congress  not 
later  than  the  one  hundred  and  eightieth 
day  after  the  date  of  enactment  of  this  sub- 
title. 

SEC.  821.1.  ANNl'AL  REPORTS. 

Section  112  of  the  Marine  Protection,  Re- 
search, and  Sanctuaries  Act  of  1972  (33 
U.S.C.  1421)  is  amended  to  read  as  follows; 
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"Sec.  112.  In  March  of  each  year,  the  Ad- 
ministrator and  the  Secretary  shall  each  in- 
dividually report  to  the  Congress  on  the  ad- 
ministration of  this  title  during  the  previous 
calendar  year.". 

SEC.  8214.  AUTHORIZATION  OF  APPROPRIATIONS. 

Section  111  of  the  Marine  Protection,  Re- 
search, and  Sanctuaries  Act  of  1972  (33 
U.S.C.  1420)  is  amended  by  strilting  out 
"and"  immediately  following  "fiscal  year 
1981,"  and  inserting  "and  not  to  exceed 
$8,864,000  for  each  of  fiscal  years  1986,  1987, 
and  1988,"  immediately  after  "fiscal  year 
1982,". 

SEC.  8215.  EXTENSION  OF  UNITED  STATES  AUTHOR- 
ITY. 

(a)  Whenever  in  this  section  there  is  a  ref- 
erence to  a  section,  subsection  or  paragraph 
of  existing  law,  the  reference  is  to  the 
Marine  Protection,  Research,  and  Sanctuar- 
ies Act  of  1972.  as  amended. 

(b)  Section  2(c)(2)  is  amended  by  striking 
out  "territorial  sea  or  the  contiguous"  and 
insert  in  lieu  thereof  the  following:  "territo- 
rial sea  or  the  exclusive  economic". 

(c)  Section  3  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

"(o)  'exclusive  economic  zone'  means  the 
zone  established  by  Proclamation  Numbered 
5030,  dated  March  10,  1983. ". 

(d)  Section  101(b)  is  amended  to  read  as 
follows: 

"(b)  Except  as  may  be  authorized  by  a 
permit  issued  pursuant  to  section  102  of  this 
title,  and  subject  to  regulations  issued  pur- 
suant to  section  108  of  this  title,  no  person 
shall  dump  any  material  transported  from  a 
location  outside  the  United  States  (1)  into 
the  territorial  siea  of  the  United  States,  or 
(2)  into  the  exclusive  economic  zone  of  the 
United  States. ". 

SEC.  8216.  RELATION  Ti^  OTHER  FEDERAL  LAW, 

Section  106  of  the  Marine  Protection,  Re- 
search, and  Sanctuaries  Act  of  1972  (33 
U.S.C.  1416)  is  amended  by  adding  at  the 
end  thereof  the  following  new  paragraph; 

"(h)  Nothing  in  this  Act  shall  affect  or 
modify  the  rights  or  liabilities  of  any  person 
under  other  Federal  law  with  respect  to 
damage  caused  by  noncompliance  with  any 
requirement  of  this  Act  or  any  permit  issued 
under  this  Act.". 

SEC.  8217.  PERMIT  FEE  STUDY. 

(a)  As  used  in  this  section,  the  term  Fed- 
eral waste  disposal  program "  means  any 
program  under  which  the  United  States 
Government  regulates  the  disposal,  dis- 
charge, or  emission  of  materials  or  sub- 
stances that  cause  environmental  pollution. 

(b)  The  Administrator  of  the  Environmen- 
tal Protection  Agency  shall  prepare  a  report 
regarding  the  permit  fee  systems  that  are 
applied  in  implementing  Federal  waste  dis- 
posal programs.  The  report  shall  include— 

(Da  description  of  the  permit  fee  system 
applied  in  administering  each  Federal  waste 
disposal  program; 

(2)  an  evaluation  of  the  extent  to  which 
each  permit  fee  system  described  under 
paragraph  (1)  recovers  the  costs  expended 
by  the  United  States  Government  in  admin- 
istering the  related  program; 

(3)  if  the  evaluation  under  paragraph  (2) 
indicates  that  more  of  the  costs  to  the 
United  States  Government  in  administering 
any  waste  disposal  program  should  be  borne 
by  the  permittees,  recommendations  for 
changing  the  permit  system  to  achieve  that 
result; 

(4)  an  analysis  of  those  conditions  under 
which,  and  the  extent  to  which,  permit  fees 
should  be  used— 


(A)  to  encourage  or  discourage  the  use  of 
particular  disposal,  discharge,  or  emission 
alternatives,  or 

(B)  to  encourage  waste  reduction,  reuse, 
or  recycling;  and 

(5)  any  legislative  proposals  that  the  Ad- 
ministrator considers  appropriate  in  view  of 
the  results  of  the  matters  addressed  under 
paragraphs  (1)  through  (4). 

(c)  The  report  required  under  subsection 
'b)  shall  be  prepared  and  submitted  to  the 
Speaker  of  the  House  of  Representatives 
and  the  majority  leader  of  the  Senate  for 
referral  to  the  appropriate  committees  of 
Congress  within  eighteen  months  after  the 
date  of  the  enactment  of  this  subtitle. 

Subtitle  D— Water  Resources 
SEC.  8.101.  ENCINEERINC;  AND  DESI(;N  STUDIES. 

Section  10  of  the  Act  entitled  "An  Act  au- 
thorizing the  construction  of  certain  public 
works  on  rivers  and  harbors  for  flood  con- 
trol, and  for  other  purposes",  approved  De- 
cember 22,  1944  (58  Stat.  901),  is  amended 
by  inserting  after  "'and  the  local  organiza- 
tions." the  following:  ""The  Secretary  is  au- 
thorized to  undertake  further  studies  for 
engineering  and  design  with  appropriate 
non-Federal  sponsors  for  a  project  not  to 
exceed  200.000  acre  feet  of  additional  flood 
control  and  other  storage  benefits  at  the  ex- 
isting facility  and  not  to  exceed  800.000  acre 
feet  of  additional  flood  control  and  other 
storage  benefits  to  alleviate  flood  and  irriga- 
tion problems  that  exist  in  the  existing  serv- 
ice area  and  to  report  on  such  study  to  Con- 
gress.". 

Subtitle  E — Highway.  Airport,  and  Inland 
Waterways  Trust  Funds 

SEC.  8101.  KlIXiETARY  TREATMENT  OF  HI(;HWAY. 
AIRPORT.  AND  INLAND  W.*TERWAYS 
TRUST  FUND  OPERATIONS. 

(a)  In  General.— The  receipts  and  dis- 
bursements of  the  Highway  Trust  Fund,  the 
Airport  and  Airway  Trust  Fund,  and  the 
Inland  Waterways  Trust  Fund  allocable  to 
the  transportation-related  operations  of 
each  such  Trust  Fund— 

(1)  shall  not  be  included  in  the  totals  of— 

(A)  the  budget  of  the  United  States  Gov- 
ernment as  submitted  by  the  President,  or 

(B)  the  congressional  budget  (including  al- 
locations of  budget  authority  and  outlays 
provided  therein),  and 

(2)  shall  be  exempt  from  any  general 
budget  limitation  imposed  by  statute  on  ex- 
penditures and  net  lending  (budget  outlays) 
of  the  United  States  Government. 

(b)  Transportation-Related  Oper- 
ations.—For  purposes  of  subsection  (a),  the 
receipts  and  disbursements  allocable  to  the 
transportation-related  operations— 

(1)  of  the  Highway  Trust  Fund  are  the 
disbursements,  and  the  receipts  allocable  to 
such  disbursements,  under— 

(A)  paragraph  (1)  of  section  9503(c)  of  the 
Internal  Revenue  Code  of  1954  (relating  to 
expenditures  from  the  Highway  Trust  Fund 
for  the  Federal-aid  highway  program),  and 

(B)  paragraph  (3)  of  section  9503(e)  of 
such  Code  (relating  to  expenditures  from 
the  Mass  Transit  Account); 

(2)  of  the  Airport  and  Airway  Trust  Fund 
are  the  disbursements,  and  the  receipts  allo- 
cable to  such  disbursements,  under  para- 
graph (1)  of  section  9502(d)  of  the  Internal 
Revenue  Code  of  1954  (relating  to  expendi- 
tures from  the  Airport  and  Airway  Trust 
Fund  for  the  airport  and  airway  program); 
and 

(3)  of  the  Inland  Waterways  Trust  Fund 
are  the  disbursements,  and  the  receipts  allo- 
cable to  such  disbursements,  under  section 
204(a)  of  the  Inland  Waterways  Revenue 


Act  of  W78  (relating  to  the  expenditures 
from  the  Inland  Waterways  Trust  Fund  for 
navigation  construction  and  rehabilitation 
projects  on  inland  waterways). 

SEC.  8402.  ADJUSTMENTS  OF  AUTHORIZATIONS  AND 
APPROPRIATIONS  OIT  OF  THE  AIR- 
PORT AND  AIRWAY  TRUST  FUND. 

The  Airport  and  Airway  Improvement  Act 
of  1982  is  amended  by  adding  at  the  end  the 
following  new  section: 

•SEC.  S33.  ADJUSTMENTS  OF  Al THORIZATIONS  AND 
APPORTIONMENTS. 

"(a)  Estimates  of  Unfunded  Aviation  Au- 
thorizations AND  Net  Aviation  Receipts.— 
Not  later  than  March  31  of  each  year,  the 
Secretary  of  Transportation,  in  consultation 
with  the  Secretary  of  the  Treasury,  shall  es- 
timate— 

■"(1)  the  amount  which  would  (but  for  this 
section)  be  the  unfunded  aviation  authoriza- 
tions at  the  close  of  the  next  fiscal  year,  and 

"■(2)  the  net  aviation  receipts  for  the  24- 
month  period  beginning  at  the  close  of  such 
fiscal  year. 

•"(b)  Procedure  Where  There  is  Excess 
Unfunded  Aviation  Authorizations.- If 
the  Secretary  of  Transportation  determines 
for  any  fiscal  year  that  the  amount  de- 
scribed in  subsection  (a)(1)  exceeds  the 
amount  described  in  subsection  (a)(2),  the 
Secretary  shall  determine  the  amount  of 
such  excess. 

""(c)  Adjustment  of  Authorizations 
Where  Unfunded  Authorizations  Exceed  2 
Years'  Receipts.— 

"(1)  Determination  or  percentage.- If 
the  Secretary  of  Transportation  determines 
that  there  is  an  excess  referred  to  in  subsec- 
tion (b),  the  Secretary  of  Transportation 
shall  dete.  mine  the  percentage  which— 

""(A)  such  excess,  is  of 
"(B)  the  total  of  the  amounts  authorized 
to  be  appropriated  and  the  amounts  avail- 
able for  obligation  from  the  Airport  and 
Airway  Trust  Fund  for  the  next  fiscal  year. 
"(2)  Adjustment  of  authorizations.— If 
the  Secretary  of  Transportation  determines 
a  percentage  under  paragraph  (1).  each 
amount  authorized  to  be  appropriated  or 
available  for  obligation  from  the  Airport 
and  Airway  Trust  Fund  for  the  next  fiscal 
year  shall  be  reduced  by  such  percentage. 

"•(d)  Availability  of  Amounts  Previously 
Withheld.— If,  after  an  adjustment  has 
been  made  under  subsection  (c)(2).  the  Sec- 
retary of  Transportation  determines  that 
the  amount  described  in  subsection  (a)(1) 
does  not  exceed  the  amount  described  in 
subsection  (a)(2)  or  that  the  excess  referred 
to  in  subsection  (b)  is  less  than  the  amount 
previously  determined,  each  amount  author- 
ized to  be  appropriated  or  available  for  obli- 
gation that  was  reduced  under  subsection 
(c)(2)  shall  be  increased,  by  an  equal  per- 
centage, to  the  extent  the  Secretary  of 
Transportation  determines  that  it  may  be  so 
increased  without  causing  the  amount  de- 
scribed in  subsection  (a)(1)  to  exceed  the 
amount  described  in  subsection  (a)(2)  (but 
not  by  more  than  the  amount  of  the  reduc- 
tion). The  Secretary  of  TransporUtion  shall 
apportion  amounts  made  available  for  ap- 
portionment by  reason  of  the  preceding  sen- 
tence. Any  funds  apportioned  pursuant  to 
the  preceding  sentence  shall  remain  avail- 
able for  the  period  for  which  they  would  be 
available  if  such  apportionment  took  effect 
with  the  fiscal  year  in  which  they  are  ap- 
portioned pursuant  to  the  preceding  sen- 
tence. 

"(e)  Definitions.— For  purposes  of  this 
section— 
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■•(1)  Unfunded  aviation  aothorizations.— 
The  term  unfunded  aviation  authoriza- 
tions' means,  at  any  time,  the  excess  (if  smy) 
of- 

"(A)  the  total  amount  authorized  to  be  ap- 
propriated or  available  for  obligation  from 
the  Airport  and  Airway  Trust  Fund  which 
has  not  been  appropriated  or  obligated,  over 

"(B)  the  amount  available  in  the  Airport 
and  Airway  Trust  Fund  at  such  time  to 
make  such  appropriations  or  to  liquidate 
such  obligations  (after  all  other  unliquida- 
ted obligations  at  such  time  which  are  pay- 
able from  the  Airport  and  Airway  Trust 
Fund  have  been  liquidated). 

"(2)  Net  aviation  receipts.— The  term 
'net  aviation  receipts'  means,  with  respect  to 
any  period,  the  excess  of — 

"(A)  the  receipts  (including  interest)  of 
the  Airport  and  Airway  Trust  Fund  during 
such  period,  over 

"(B)  the  amounts  to  be  transferred  during 
such  period  from  such  Fund  under  section 
9S02(d)  of  the  Internal  Revenue  Code  of 
1954  (other  than  paragraph  (1)  thereof). 

"(f)  Reports.— Any  estimate  under  subsec- 
tion (a)  and  any  determination  under  sub- 
section (b),  (c),  or  (d)  shall  be  reported  by 
the  Secretary  of  Transportation  to  the 
Committee  on  Ways  and  Means  of  the 
House  of  Representatives,  the  Committee 
on  Finance  of  the  Senate,  the  Committee  on 
Public  Works  and  Transportation  of  the 
House  of  Representatives,  and  the  Commit- 
tee on  Commerce.  Science,  and  Transporta- 
tion of  the  Senate. ". 

SEC.  84(U.  ADJISTMENTS  OF  AITHORIZATIONS  AND 
APPROPRIATIONS  OIT  OF  THE 
INLAND  WATERWAYS  TRl  ST  Fl  ND. 

(a)  ESTIMATES  or  Unfunded  Inland  Water- 
ways Authorizations  and  Net  Inland  Wa- 
terways Receipts.— Not  later  than  March 
31  of  each  year,  the  Secretary  of  the  Army, 
in  consultation  with  the  Secretary  of  the 
Treasury,  shall  estimate— 

(1)  the  amount  which  would  (but  for  this 
section)  t>e  the  unfunded  inland  waterways 
authorizations  at  the  close  of  the  next  fiscal 
year,  and 

(2)  the  net  inland  waterways  receipts  at 
the  close  of  the  next  fiscal  year. 

(b)  I»ROCEDURE  Where  There  is  Excess 
Unfunded  Inland  Waterways  Authoriza- 
tions.—If  the  Secretary  of  the  Army  deter- 
mines for  any  fiscal  year  that  the  amount 
described  in  subsection  (a)(1)  exceeds  the 
amount  described  in  subsection  (a)(2).  the 
Secretary  shall  determine  the  amount  of 
such  excess. 

(c)  Adjustment  of  Authorizations 
Where  Unfunded  Authorizations  Exceed 
Receipts.— 

(1)  Determination  of  percentage.— If  the 
Secretary  of  the  Army  determines  that 
there  is  an  excess  referred  to  in  subsection 
(b),  the  Secretary  of  the  Army  shall  deter- 
mine the  percentage  which— 

(A)  such  excess,  is  of 

(B)  the  total  of  the  amounts  authorized  to 
be  appropriated  and  the  amounts  available 
for  obligation  from  the  Inland  Waterways 
Trust  F^ind  for  the  next  fiscal  year. 

(2)  Adjustment  op  authorizations.— If 
the  Secretary  of  the  Army  determines  a  per- 
centage under  paragraph  (1).  each  amount 
authorized  to  be  appropriated  or  available 
for  obligation  from  the  Inland  Waterways 
Trust  Fund  for  the  next  fiscal  year  shall  be 
reduced  by  such  percentage. 

(d)  Availability  of  Amounts  Previously 
Withheld.— If,  after  an  adjustment  has 
been  made  under  subsection  (c)(2),  the  Sec- 
retary of  the  Army  determines  that  the 
amount  described  in  subsection  (a)(1)  does 


not  exceed  the  amount  described  in  subsec- 
tion (a)(2)  or  that  the  excess  referred  to  in 
subsection  (b)  is  less  than  the  amount  previ- 
ously determined,  each  amount  authorized 
to  be  appropriated  or  available  for  obliga- 
tion that  was  reduced  under  subsection 
(c)(2)  shall  be  increased,  by  an  equal  per- 
centage, to  the  extent  the  Secretary  of  the 
Army  determines  that  it  may  be  so  in- 
creased without  causing  the  amount  de- 
scribed in  subsection  (a)(1)  to  exceed  the 
amount  described  in  subsection  (a)(2)  (but 
not  by  more  than  the  amount  of  the  reduc- 
tion). 

(e)  Definitions.— For  purposes  of  this  sec- 
tion— 

(1)  Unfunded  inland  waterways  authori- 
zations.—The  term  "unfunded  inland  wa- 
terways authorizations"  means,  at  any  time, 
the  excess  (if  any)  of— 

(A)  the  total  amount  authorized  to  be  ap- 
propriated or  available  for  obligation  from 
the  Inland  Waterways  Trust  Fund  which 
has  not  been  appropriated  or  obligated,  over 

(B)  the  amount  available  in  the  Inland 
Waterways  Trust  Fund  at  such  time  to 
make  such  appropriations. 

(2)  Net  inland  waterways  receipts.— The 
term  "net  inland  waterways  receipts" 
means,  with  respect  to  any  period,  the  re- 
ceipts (including  interest)  of  the  Inland  Wa- 
terways Trust  Fund  during  such  period. 

(f)  Reports.— Any  estimate  under  subsec- 
tion (a)  and  any  determination  under  sub- 
section (b).  (c).  or  (d)  shall  be  reported  by 
the  Secretary  of  the  Army  to  the  Commit- 
tee on  Ways  and  Means  of  the  House  of 
Representatives,  the  Committee  on  Finance 
of  the  Senate,  the  Committee  on  Public 
Works  and  Transportation  of  the  House  of 
Representatives,  and  the  Committee  on  En- 
vironment and  Public  Works  of  the  Senate. 

SEC.  MOl.  CONFOKMINC  AMENDMENTS  AND  LIMI- 
T.^TIONS  TO  THE  BlDdET  PROCESS. 

(a)  Exemption  From  Sequestration 
Order.— Section  255(g)(1)  of  the  Balanced 
Budget  and  Emergency  Deficit  Control  Act 
of  1985  (2  U.S.C.  905:  99  Stat.  1083)  is 
amended— 

( 1 )  by  inserting  after  the  1st  undesignated 
paragraph  (relating  to  activities  resulting 
from  private  donations)  the  following  new 
undesignated  paragraph: 

"Airport  and  Airway  Trust  Fund  (69-8106- 
0-7-402:  69-8107-0-7-402:  69-8108-0-7-402: 
69-8104-0-7-402):":  and 

(2)  by  inserting  after  the  14th  undesignat- 
ed paragraph  (relating  to  health  profes- 
sions) the  following  new  undesignated  para- 
graphs: 

"Highway  Trust  Fund  (20-8102-0-7-401: 
69-8019-0-7-401:  69-8020-0-7-401:  69-8099- 
0-7-401): 

"Inland  Waterways  Trust  Fund  (20-8861- 
0-7-301):". 

(b)  Treatment  of  Trust  Fund  Receipts 
FOR  Deficit  Calculation  Purposes.— Sec- 
tion 3(6)  of  the  Congressional  Budget  and 
Impoundment  Control  Act  of  1974  is  amend- 
ed by  adding  after  the  second  sentence  the 
following  new  sentences:  "In  calculating  the 
deficit  for  purposes  of  comparison  with  the 
maximum  deficit  amount  under  the  Bal- 
anced Budget  and  Emergency  Deficit  Con- 
trol Act  of  1985  and  in  calculating  the 
excess  deficit  for  purposes  of  sections  251 
and  252  of  such  Act  of  1985  (notwithstand- 
ing section  8401(a)  of  the  Omnibus  Budget 
Reconciliation  Act  of  1986)  for  any  fiscal 
year,  the  receipts  of  the  Highway  Trust 
Fund  (Including  the  Mass  Transit  Account), 
the  Airport  and  Airway  Trust  Fund,  and  the 
Inland  Waterways  Trust  Fund  allocable  to 
the    transportation-related    operations    of 


each  such  Trust  Fund  for  such  fiscal  year 
shall  be  included  in  total  revenues  for  such 
fiscal  year,  and  the  disbursements  allocable 
to  the  transportation-related  operations  of 
each  such  Trust  Fund  for  such  fiscal  year 
shall  be  included  in  total  budget  outlays  for 
such  fiscal  year.  For  purposes  of  the  preced- 
ing sentence,  the  receipts  and  disbursements 
allocable  to  the  trans[>ortation-related  oper- 
ations of  such  Trust  Funds  shall  be  those 
described  in  section  8401(b)  of  the  Omnibus 
Budget  Reconciliation  Act  of  1986.". 

(c)  Limitations  on  Congressional  BtnxsET 
Process.— Section  310  of  the  Congressional 
Budget  and  Impoundment  Control  Act  of 
1974  is  amended  by  adding  at  the  end  the 
following  new  subsection: 

'(h)  Limitation  on  Changes  to  the  High- 
way, Airport  and  Airway,  and  Inland  Wa- 
terways Trust  Funds.— Notwithstanding 
any  other  provision  of  law,  it  shall  not  be  in 
order  in  the  Senate  or  the  House  of  Repre- 
sentatives to  consider— 

"(l)  any  concurrent  resolution  on  the 
budget  for  any  fiscal  year,  or  any  amend- 
ment thereto  or  conference  report  thereon, 
that  assumes  or  contains  in  the  aggregate 
totals  or  functional  categories  provided  for 
by  section  301(a)  any  amount  of  budget  au- 
thority or  budget  outlays  from  the  Highway 
Trust  Fund,  the  Airport  and  Airway  Trust 
Fund,  or  the  Inland  Waterways  Trust  Fund, 

■•(2)  any  concurrent  resolution  on  the 
budget  for  any  fiscal  year,  or  any  amend- 
ment thereto  or  conference  report  thereon, 
that  contains  reconciliation  instructions 
with  respect  to  the  Highway  Trust  Fund, 
the  Airport  and  Airway  Trust  Fund,  or  the 
Inland  Waterways  Trust  Fund,  or 

"(3)  to  consider  any  reconciliation  bill  or 
reconciliation  resolution  reported  pursuant 
to  a  concurrent  resolution  on  the  budget 
agreed  to  under  section  301  or  304.  or  a  reso- 
lution pursuant  to  section  254(b)  of  the  Bal- 
anced Budget  and  Emergency  Deficit  Con- 
trol Act  of  1985,  or  any  amendment  thereto 
or  conference  report  thereon,  that  contains 
recommendations  with  respect  to  the  High- 
way Trust  Fund,  the  Airport  and  Airway 
Trust  Fund,  or  the  Inland  Waterways  Trust 
Fund. ". 

(d)  Conforming  Enforcement  Proce- 
dures.—Sections  302(c),  302(f),  303(a), 
311(a).  and  402  of  the  Congressional  Budget 
and  Impoundment  Control  Act  of  1974  shall 
not  apply  to  any  bill,  resolution,  or  amend- 
ment (including  a  conference  thereon) 
which  provides  contract  authority  or  budget 
outlays  from  the  Highway  Trust  Fund  or 
the  Airport  and  Airway  Trust  Fund  or 
budget  authority  or  budget  outlays  from 
the  Inland  Waterways  Trust  Fund. 

SEC".  WO.i.  EFFECTIVE  DATE. 

This  subtitle  (including  the  amendments 
made  by  this  subtitle)  shall  take  effect  Oc- 
tober 1.  1987,  except  that  the  amendments 
made  by  section  8404(a)  shall  take  effect 
March  15,  1987. 

Subtitle  F— Comprehensive  Oil  Pollution 
Liability  and  Compensation 

SEC.  8500.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Com- 
prehensive Oil  Pollution  Liability  and  Com- 
pensation Act". 

PART  1— OIL  POLLUTION  LIABILITY  AND 
COMPENSATION 

SEC.  S501.  DEFINITIONS. 

For  purposes  of  this  part,  the  term— 

(1)  "claim  "  means  a  demand  in  writing  for 
a  sum  certain: 

(2)  "'cleanup  costs"  means  costs  of  reason- 
able measures  taken,  after  an  incident  has 
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occurred,  to  prevent,  minimize,  or  mitigate 
oil  pollution  from  that  incident; 

(3)  "discharge"  means  any  emission,  inten- 
tional or  unintentional,  and  includes  spill- 
ing, leaking,  pumping,  pouring,  emptying,  or 
dumping; 

(4)  "facility"  means  a  structure,  or  group 
of  structures,  which  is  either— 

(A)  located,  in  whole  or  in  part,  on  the 
Outer  Continental  Shelf  and  used  for  the 
purposes  of  exploring  for,  drilling  for,  pro- 
ducing, storing,  handling,  transferring,  proc- 
essing, or  transporting  oil  produced  from 
the  Outer  Continental  Shelf,  or 

(B)  licensed  under  the  Deepwater  Port 
Act  of  1974; 

(5)  "foreign  claimant"  means  any  person 
residing  in  a  foreign  country,  the  govern- 
ment of  a  foreign  country,  or  any  agency  or 
political  subdivision  thereof,  who  asserts  a 
claim; 

(6)  "guarantor"  means  the  person,  other 
than  the  responsible  party,  who  provides 
evidence  of  financial  responsibility  for  a  re- 
sponsible party; 

(7)  "incident"  means  any  occurrence  or 
series  of  occurrences  having  the  same 
origin,  involving  one  or  more  vessels,  facili- 
ties, or  any  combination  thereof,  which 
causes,  or  poses  a  substantial  threat,  of  oil 
pollution; 

(8)  "inland  oil  barge"  means  a  non-self- 
propelled  vessel,  carrying  oil  in  bulk  as 
cargo  or  in  residue  from  cargo  and  certifi- 
cated to  operate  only  on  the  internal  waters 
of  the  United  States  while  operating  in  such 
waters; 

(9)  "internal  waters  of  the  United  States" 
means  those  waters  of  the  United  States 
lying  inside  the  baseline  from  which  the  ter- 
ritorial sea  is  measured  and  those  waters 
outside  that  baseline  which  are  a  part  of  the 
Gulf  Intracoastal  Waterway; 

(10)  "lessee"  means  a  person  holding  a 
leasehold  interest  in  an  oil  and  gas  lease  on 
submerged  lands  of  the  outer  Continental 
Shelf  granted  or  maintained  under  the 
Outer  Continental  Shelf  Lands  Act; 

(11)  "licensee"  means  a  person  holding  a 
license  issued  under  the  Deepwater  Port  Act 
of  1974; 

(12)  "mobile  offshore  drilling  unit"  means 
every  watercraft  or  other  contrivance  (other 
than  a  public  vessel  of  the  United  States) 
capable  of  use  as  a  means  of  transportation 
on  water  and  as  a  means  of  drilling  for  oil 
on  the  outer  Continental  Shelf; 

(13)  "natural  resources"  means  living  and 
nonliving  resources  belonging  to.  managed 
by,  held  in  trust  by,  appertaining  to,  or  oth- 
erwise controlled  by  the  United  States  (in- 
cluding the  resources  of  the  fishery  conser- 
vation zone  established  by  the  Fishery  Con- 
servation and  Management  Act  of  1976), 
any  State  or  local  government,  or  any  for- 
eign government; 

(14)  "navigable  waters"  means  the  waters 
of  the  United  States,  including  the  territori- 
al sea: 

(15)  "oil"  means  petroleum,  including 
crude  oil  or  any  fraction  or  residue  there- 
from; 

(16)  "oil  pollution"  means— 

(A)  the  presence  of  oil  in  or  on  the  naviga- 
ble waters  or  on  land  within  the  United 
States  immediately  adjacent  thereto,  or  in 
or  on  the  waters  of  the  contiguous  zone— 

(i)  which  has  been  discharged  from  a 
vessel  or  facility;  and 

(ii)  which  has  been  discharged  in  quanti- 
ties which  the  President  has  determined 
may  be  harmful  pursuant  to  paragraph  (4) 
of  subsection  (b)  of  section  311  of  the  Feder- 
al Water  Pollution  Control  Act; 


(B)  the  presence  of  oil  (other  than  natural 
seepage)  in  or  on  waters  outside  the  territo- 
rial limits  of  the  United  States  and  of  any 
foreign  country— 

(i)  which  has  been  discharged  in  connec- 
tion with  activities  conducted  under  the 
Outer  Continental  Shelf  Lands  Act; 

(ii)  which  has  been  discharged  from  a 
deepwater  port  licensed  under  the  Deepwa- 
ter Port  Act  of  1974  or  from  a  vessel  transit- 
ing to  or  from  a  deepwater  port  and  located 
in  a  safety  zone  of  a  deepwater  port  licensed 
under  such  Act; 

(iii)  causing  injury  to  or  loss  of  natural  re- 
sources; or 

(iv)  which  has  been  discharged,  before 
being  brought  ashore  in  a  port  in  the  United 
States,  from  a  ship  that  received  such  oil  at 
the  terminal  of  the  pipeline  constructed 
under  the  Trans-Alaska  Pipeline  Authoriza- 
tion Act  (43  U.S.C.  1651  el  seq.)  for  trans- 
portation to  a  port  in  the  United  States;  and 

(C)  the  presence  of  oil  (other  than  natural 
seepage)  in  or  on  the  waters,  including  the 
territorial  sea,  or  adjacent  shoreline,  of  a 
foreign  country— 

(i)  which  has  been  discharged  from  a 
vessel  located  within  the  navigable  waters; 

(ii)  which  has  been  discharged  in  connec- 
tion with  activities  conducted  under  the 
Outer  Continental  Shelf  Lands  Act; 

(iii)  which  has  been  discharged  from  a 
deepwater  port  licensed  under  the  Deepwa- 
ter Port  Act  of  1974  or  a  vessel  transiting  to 
or  from  a  deepwater  port  and  located  in  a 
safety  zone  of  a  deepwater  port  under  such 
Act;  or 

(iv)  which,  in  the  case  of  the  waters  or  ad- 
jacent shoreline  of  Canada,  has  been  dis- 
charged, before  being  brought  ashore  in  a 
port  in  the  United  States,  from  a  ship  that 
received  such  oil  at  the  terminal  of  the  pipe- 
line constructed  under  the  Trans-Alaska 
Pipeline  Authorization  Act  (43  U.S.C.  1651 
et  seq.)  for  transportation  to  a  port  in  the 
United  States: 

(17)  "operator"  means— 

(A)  in  the  case  of  a  vessel,  a  charterer  by 
demise  or  any  other  person,  except  the 
owner,  who  is  responsible  for  the  operation, 
manning,  victualing,  and  supplying  of  the 
vessel;  or 

(B)  in  the  case  of  a  pipeline,  any  person, 
except  the  owner,  who  is  responsible  for  the 
operation  of  such  pipeline  by  agreement 
with  the  owner: 

(18)  "Outer  Continental  Shelf"  has  the 
meaning  set  forth  in  subsection  (a)  of  sec- 
tion 2  of  the  Outer  Continental  Shelf  Lands 
Act: 

(19)  "owner"  means,  in  the  case  of  a  vessel 
or  a  pipeline,  any  person  holding  title  to.  or 
in  the  absence  of  title,  any  other  indicia  of 
ownership  of.  the  vessel  or  pipeline,  wheth- 
er by  lease,  permit,  contract,  license,  or 
other  form  of  agreement,  except  that  such 
term  does  not  include  a  person  who.  without 
participating  in  the  management  or  oper- 
ation of  a  vessel  or  a  pipeline,  holds  indicia 
of  ownership  primarily  to  protect  his  securi- 
ty interest  in  the  vessel  or  pipeline; 

(20)  "permittee"  means  a  person  holding 
an  authorization,  license,  or  permit  for  geo- 
logical exploration  issued  under  section  11 
of  the  Outer  Continental  Shelf  Lands  Act; 

(21)  "person"  means  an  individual,  firm, 
corporation,  association,  partnership,  con- 
sortium, joint  venture,  or  any  other  com- 
mercial, legal,  or  governmental  entity; 

(22)  "public  vessel"  means  a  vessel 
which— 

(A)  is  owned  or  chartered  by  demise,  and 
operated  by  (i)  the  United  States,  (ii)  a 
State  or  political  subdivision  thereof,  or  (iii) 
a  foreign  government,  and 


(B)  is  not  engaged  in  commercial  service: 

(23)  "removal  costs  '  means— 

(A)  costs  incurred  under  subsection  (c), 
(d),  or  (1)  of  section  311  of  the  Federal 
Water  Pollution  Control  Act,  section  5  of 
the  Intervention  on  the  High  Seas  Act,  or 
subsection  (b)  of  section  18  of  the  Deepwa- 
ter Port  Act  of  1974,  and 

(B)  cleanup  costs,  other  than  the  costs  de- 
scribed in  subparagraph  (A): 

(24)  "responsible  party"  means— 

(A)  with  respect  to  a  vessel  or  a  pipeline, 
the  owner  or  operator  of  such  vessel  or  pipe- 
line: 

(B)  with  respect  to  a  facility  (other  than  a 
deepwater  pwrt  or  pipeline),  the  lessee  or 
permittee  of  the  area  in  which  such  facility 
is  located,  or  the  holder  of  a  right  of  use 
and  easement  granted  under  the  Outer  Con- 
tinental Shelf  Lands  Act  for  the  area  in 
which  such  facility  is  located  where  such 
holder  is  a  different  person  than  the  lessee 
or  permittee;  and 

(C)  with  respect  to  a  deepwater  port,  the 
licensee; 

(25)  "Secretary"  means  the  Secretary  of 
Transportation; 

(26)  "ship"  means  a  vessel  (other  than  an 
inland  oil  barge)  carrying  oil  in  bulk  as 
cargo  or  in  residue  from  cargo; 

(27)  "Trust  Fund"  means  the  Oil  Spill  Li- 
ability Trust  Fund  established  by  section 
9505  of  the  Internal  Revenue  Code  of  1954; 

(28)  "United  States"  and  "State"  mean 
the  several  States  of  the  United  States,  the 
District  of  Columbia.  Puerto  Rico,  Guam. 
American  Samoa,  the  Virgin  Inlands,  the 
Commonwealth  of  the  Northern  Marianas, 
the  Trust  Territory  of  the  Pacific  Islands, 
and  any  other  territory  or  possession  of  the 
United  States: 

(29)  "United  States  claimant"  means  any 
person  residing  in  the  United  States,  the 
Government  of  the  United  States  or  any 
agency  thereof,  or  the  government  of  a 
State  or  a  political  subdivision  thereof,  who 
asserts  a  claim:  and 

(30)  "vessel"  means  every  description  of 
watercraft  or  other  artificial  contrivance 
used,  or  capable  of  being  used,  as  a  means  of 
transportation  on  water. 

SEC.  (1502.  COORDINATION   WITH   I.NTERNATIONAL 
CONVENTIONS. 

During  any  period  in  which  both  the 
International  Convention  on  Civil  Liability 
for  Oil  Pollution  Damage.  1984,  and  the 
International  Convention  on  the  Establish- 
ment of  an  International  Fund  for  Compen- 
sation for  Oil  Pollution  Damage,  1984.  are 
in  force  with  respect  to  the  United  States, 
this  part  shall  not  apply  with  respect  to 
damage  arising  out  of  or  directly  resulting 
from  oil  pollution  or  a  substantial  threat  of 
oil  pollution  to  the  extent  that  compensa- 
tion is  available  under  such  conventions  and 
part  4. 

SEC.  KS03.  DAMAGES  AND  CLAIMANTS. 

(a)  Damages  for  Which  Claims  May  Be 
Asserted.— Claims  may  be  asserted,  to  the 
extent  provided  in  this  section,  for  damages 
for  economic  loss  incurred  on  or  after  the 
effective  date  of  this  section  and  arising  out 
of  or  directly  resulting  from  oil  pollution  or 
the  substantial  threat  of  oil  pollution  for— 

( 1 )  removal  costs: 

(2)  injury  to.  or  destruction  of.  real  or  per- 
sonal property: 

(3)  reasonable  costs  incurred  in  (A)  assess- 
ing both  short-term  and  long-term  injury  to, 
or  destruction  of,  natural  resources.  (B)  pre-' 
paring  a  restoration  anjj  acquisition  plan 
with  respect  to  the  damaged  resources,  and 
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(C)  restoring  or  acquiring  the  equivalent  of 
the  damaged  resources: 

(4)  loss  of  subsistence  use  of  natural  re- 
sources: 

(5)  loss  of  profits  or  impairment  of  earn- 
ing capacity  due  to  injury  or  destruction  of 
real  or  personal  property  or  natural  re- 
sources to  the  extent  that  such  damages  are 
sustained  during  the  two-year  period  begin- 
ning on  the  date  the  claimant  first  suffers 
such  loss:  and 

(6)  loss  of  tax  revenue  for  a  [jeriod  of  one 
year  due  to  injury  to  real  or  personal  prop- 
erty. 

(b)  Removal  Costs  Recoverable  by  All 
Claimants.— 

(1)  General  rule.— A  claim  may  be  assert- 
ed under  paragraph  (1)  of  subsection  (a)  by 
any  person. 

(2)  Limitation  on  recovery  by  responsi- 
ble PARTY.— (A)  The  responsible  party  with 
respect  to  a  vessel  or  facility  involved  in  an 
incident  may  assert  a  claim  under  para- 
graph (1)  of  subsection  (a)  only  if  he  can 
show  that— 

(i)  he  is  entitled  to  a  defense  to  liability 
under  section  8504(c).  or 

(ii)  he  is  entitled  to  a  limitation  of  liability 
under  section  8504(b). 

(B)  A  claimant  who  is  not  entitled  to  a  de- 
fense to  liability,  but  who  is  entitled  to  a 
limitation  of  liability,  may  assert  a  claim 
under  paragraph  (1)  of  subsection  (a)  only 
to  the  extent  that  the  sum  of  the  removal 
costs  incurred  by  the  responsible  party  plus 
the  amounts  paid  by  the  responsible  party 
or  by  the  guarantor  on  behalf  of  the  respon- 
sible party  for  claims  asserted  under  subsec- 
tion (a)  exceeds  the  amount  to  which  the 
total  of  the  liability  under  section  8504(a) 
and  removal  costs  incurred  by.  or  on  behalf 
of,  the  responsible  party  is  limited  under 
section  8504(b). 

(c)  Other  Damages  Recoverable  by 
United  States  Claimants.- 

(1)  Injury  to  property:  subsistence  use 
OF  NATURAL  RESOURCES.— A  Claim  may  be  as- 
serted under  paragraphs  (2)  and  (4)  of  sub- 
section (a)  with  respect  to  oil  pollution  de- 
scribed in  subparagraph  (A)  or  (B)  of  sec- 
tion 8501(  16)  by  any  United  States  claimant, 
but  only  if  the  property  involved  is  owned 
or  leased,  or  the  natural  resource  involved  is 
utilized,  by  the  claimant. 

(2)  Injury  to  natural  resources.— A 
claim  may  be  asserted  under  paragraph  (3) 
of  subsection  (a)  by  the  President  as  trustee 
for  natural  resources  controlled  by  the 
United  States  or  by  the  Governor  of  any 
State  for  natural  resources  within  the 
boundary  of  the  State  and  controlled  by  the 
State  or  a  local  government  within  the 
SUte. 

(3)  Loss  OP  PROFITS.— A  claim  may  be  as- 
serted under  paragraph  (5)  of  subsection  (a) 
with  respect  to  oil  pollution  described  in 
subparagraph  (A)  or  (B)  of  section  8501(16) 
by  any  United  States  claimant,  but  only  if 
the  claimant  derives  at  least  25  percent  of 
his  earnings  from  activities  which  utilize 
the  property  or  natural  resource  or,  if  such 
activities  are  seasonal  in  nature,  25  percent 
of  the  claimant's  earnings  during  the  season 
in  which  such  activities  took  place. 

(4)  Loss  OP  TAX  revenue.— A  claim  may  be 
asserted  under  paragraph  (6)  of  subsection 
(a)  only  by  a  State  or  political  subdivision 
thereof. 

(d)  Other  ETamages  Recoverable  by  For- 
eign Claimants.— 

( 1 )  General  rule.— A  claim  may  be  assert- 
ed under  paragraph  (2),  (3),  (4),  or  (5)  of 
subsection  (a)  with  respect  to  oil  pollution 
described  in  subparagraph  (C)  of  section 


8501(16)  by  a  foreign  claimant  who  is  a  resi- 
dent of  the  country  in  which  the  oil  pollu- 
tion occurs,  to  the  same  extent  that  a 
United  States  claimant  would  be  able  to 
assert  a  claim  with  respect  to  oil  pollution 
described  in  subparagraph  (A)  of  section 
8501(16),  if- 

(A)  the  foreign  claimant  is  not  otherwise 
compensated  for  his  loss:  and 

(B)  recovery  is  authorized  by  a  treaty  or 
an  executive  agreement  between  the  United 
States  and  the  foreign  country  of  which  the 
claimant  is  a  resident,  or  the  Secretary  of 
State,  in  consultation  with  the  Attorney 
General  and  other  appropriate  officials,  cer- 
tifies that  such  country  provides  a  compara- 
ble remedy  for  United  States  claimants. 

(2)  Special  rule  for  Canadian  claimants 
respecting  trans-alaska  pipeline  oil.— In 
the  case  of  any  oil  pollution  described  in 
section  8501(16)(B)(iv)  or  8501(16)(C)(iv),  a 
claim  may  be  asserted  under  paragraph  (2), 
(3),  (4),  or  (5)  of  subsection  (a)  by  a  resident 
of  Canada  without  regard  to  subparagraph 
(B)  of  paragraph  (1).  to  the  same  extent 
that  a  United  States  claimant  would  be  able 
to  assert  a  claim  with  respect  to  oil  pollu- 
tion described  in  subparagraphs  (A)  and  (B) 
of  section  8501(16). 

(e)  Attorney  General.— A  claim  may  be 
asserted  under  subsection  (a)  by  the  Attor- 
ney General,  on  his  own  motion  or  at  the  re- 
quest of  the  Secretary,  on  behalf  of  any 
group  of  United  States  claimants  who  may 
assert  a  claim  under  this  section. 

(f)  Group  of  Claimants.— If  the  Attorney 
General  fails  to  act  under  subsection  (e) 
within  sixty  days  after  the  date  on  which 
the  Secretary  designates  a  source  under  sec- 
tion 8506,  any  member  of  a  group  may 
assert  a  claim  for  damages  on  behalf  of  that 
group.  Failure  of  the  Attorney  General  to 
act  shall  have  no  bearing  on  any  claim  for 
damages  asserted  under  this  section. 

SKt .  K.V)I.  LIABILITY. 

(a)  Joint,  Several,  and  Strict  Liabil- 
ity.— 

(1)  General  rule.— Subject  to  paragraph 
(2)  of  this  subsection  and  subsections  (b) 
and  (c),  the  responsible  party  with  respect 
to  a  facility  or  a  vessel  (other  than  a  public 
vessel)  that  is  the  source  of  oil  pollution,  or 
poses  a  substantial  threat  of  oil  pollution  in 
circumstances  that  justify  the  incurrence  of 
the  type  of  costs  described  in  section 
8501(23)(A),  shall  be  jointly,  severally,  and 
strictly  liable  for  all  damages  for  which  a 
claim  may  be  asserted  under  section  8503. 

(2)  Special  rule  for  modu's.— (A)  Except 
as  provided  in  subparagraph  (B),  in  any  case 
in  which  a  mobile  offshore  drilling  unit  is 
being  used  as  a  facility  and  is  the  source  of 
oil  pollution  originating  on  or  above  the  sur- 
face of  the  water  or  poses  a  substantial 
threat  of  such  oil  pollution,  such  unit  shall 
be  deemed  to  be  a  vessel  which  is  a  ship  for 
purposes  of  this  part. 

(B)  To  the  extent  that  damages  for  which 
claims  may  be  asserted  under  section  8503 
from  any  incident  described  in  subpara- 
graph (A)  exceed  the  amount  for  which  the 
responsible  party  is  liable  under  subpara- 
graph (A)  (as  such  amount  may  be  limited 
under  subsection  (b)(1)(B)).  the  mobile  off- 
shore drilling  unit  shall  be  deemed  to  be  a 
facility  covered  by  subsection  (b)(1)(D), 
except  that  for  purposes  of  applying  subsec- 
tion (b)(1)(D)  the  amount  specified  in  such 
sutisection  shall  be  reduced  by  the  amount 
for  which  the  responsible  party  with  respect 
to  a  ship  is  liable  under  subparagraph  (A). 

(C)  In  the  case  of  any  incident  described 
in  subparagraph  (A)— 


(i)  which  is  caused  primarily  by  willful 
misconduct  or  gross  negligence  within  the 
privity  or  knowledge  of  both  the  owner  or 
operator  of  the  mobile  offshore  drilling  unit 
and  the  lessee  or  permittee  of  the  area,  or 
holder  of  a  right  of  use  or  easement  for  the 
area,  in  which  such  unit  is  located:  or 

(ii)  with  respect  to  which  both  such  owner 
or  operator  and  such  lessee  or  permittee  or 
holder  fail  or  refuse  to  report  the  incident 
where  required  by  law  or  to  provide  all  rea- 
sonable cooperation  and  assistance  request- 
ed by  the  responsible  Federal  official  in  fur- 
therance of  cleanup  and  removal  activities: 
such  owner  or  operator  and  such  lessee  or 
permittee  or  holder  shall  be  jointly,  several- 
ly, and  strictly  liable  (without  limitation 
under  subsection  (b))  for  all  loss  for  which  a 
claim  may  be  asserted  under  section  8503. 

(b)  Limits  on  Liability.— 

(1)  General  rule.— Except  as  provided  in 
paragraph  (2),  the  total  of  the  liability 
under  subsection  (a)  and  any  removal  costs 
incurred  by,  or  on  behalf  of,  the  responsible 
party  with  respect  to  an  incident  shall  be 
limited  to— 

(A)  in  the  case  of  a  vessel  other  than  a 
ship  or  an  inland  oil  barge,  $500,000  or  $300 
per  gross  ton  whichever  is  greater: 

(B)  in  the  case  of  a  ship,  $3,000,000  or 
$420  per  gross  ton,  whichever  is  greater  (but 
not  to  exceed  $60,000,000): 

(C)  in  the  case  of  an  inland  oil  barge, 
$150,000  or  $150  per  gross  ton,  whichever  is 
greater:  or 

(D)  in  the  case  of  a  facility,  $50,000,000. 

(2)  Exceptions.— Paragraph  (1)  shall  not 
apply— 

(A)  when  the  incident  is  caused  primarily 
by  willful  misconduct  or  gross  negligence 
within  the  privity  or  knowledge  of  a  respon- 
sible party:  or 

(B)  when  a  responsible  party  fails  or  re- 
fuses to  report  the  incident  where  required 
by  law  or  to  provide  all  reasonable  coopera- 
tion and  assistance  requested  by  the  respon- 
sible Federal  official  in  furtherance  of 
cleanup  and  removal  activities. 

(3)  Report.— The  Secretary  shall,  from 
time  to  time,  report  to  Congress  on  the  de- 
sirability of  adjusting  the  limitations  on  li- 
ability specified  in  this  subsection. 

(c)  Defenses  to  Liability.— 

( 1 )  Complete  defenses.— Except  when  the 
responsible  party  has  failed  or  refused  to 
report  an  incident  where  required  by  law, 
there  shall  be  no  liability  under  subsection 
(a)  if  the  responsible  party  proves  that  the 
incident— 

(A)  resulted  from  an  act  of  war,  hostilities, 
civil  war.  insurrection,  or  a  natural  phe- 
nomenon of  an  exceptional,  inevitable,  and 
irresistible  character,  or 

(B)  was  wholly  caused  by  an  act  or  omis- 
sion of  a  person  other  than— 

(i)  a  responsible  party: 

(ii)  an  employee  or  agent  of  a  responsible 
party:  or 

(iii)  one  whose  act  or  omission  occurs  in 
connection  with  a  contractual  relationship 
with  a  responsible  party. 

(2)  Partial  defenses.— There  shall  be  no 
liability  under  subsection  (a)— 

(A)  as  to  a  particular  claimant,  where  the 
incident  or  economic  loss  is  caused,  in  whole 
or  in  part,  by  the  gross  negligence  or  willful 
misconduct  of  that  claimant:  or 

(B)  as  to  a  particular  claimant,  to  the 
extent  that  the  incident  or  economic  loss  is 
caused  by  the  negligence  of  that  claimant. 

(d)  Liability  op  Trust  Fund.— 

(1)  General  rule.— The  Trust  Fund  shall 
be  liable  for  damages  for  which  claims  may 
be    asserted    under   section   8503   and   for 
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which  claims  are  presented  under  this  part, 
to  the  extent  that  the  damages  are  not  oth- 
erwise compensated. 

(2)  Defenses  to  liability.— Except  for  the 
removal  costs  specified  in  section 
8501(23)(A),  there  shall  be  no  liability  under 
paragraph  (1),  (2),  or  (3)— 

(A)  where  the  incident  is  caused  wholly  by 
an  act  of  war,  hostilities,  civil  war,  or  insur- 
rection; 

(B)  as  to  a  particular  claimant,  where  the 
incident  or  the  economic  loss  is  caused,  in 
whole  or  in  part,  by  the  gross  negligence  or 
willful  misconduct  of  that  claimant;  or 

(C)  as  to  a  particular  claimant,  to  the 
extent  that  the  incident  or  the  economic 
loss  is  caused  by  the  negligence  of  that 
claimant. 

(e)  Liability  for  Interest.— 

(1)  General  rule.— The  responsible  party 
or  his  guarantor  shall  be  liable  to  the  claim- 
ant for  interest  on  the  amount  paid  in  satis- 
faction of  a  claim  under  section  8503  for  the 
period  described  in  paragraph  (2). 

(2)  Period  for  which  interest  is  owed.— 
(A)  Except  as  provided  in  subparagraph  (B). 
the  period  for  which  interest  shall  be  paid 
under  paragraph  ( 1 )  is  the  period  beginning 
on  the  date  on  which  the  claim  is  presented 
to  the  responsible  party  or  guarantor  and 
ending  on  the  date  on  which  the  claimant  is 
paid,  inclusive. 

(B)  If  the  responsible  party  or  guarantor 
offers  to  the  claimant  an  amount  equal  to 
or  greater  than  that  finally  paid  in  satisfac- 
tion of  the  claim,  the  period  described  in 
subparagraph  (A)  shall  not  include  the 
period  beginning  on  the  date  such  offer  is 
made  and  ending  on  the  date  such  offer  is 
accepted.  If  such  offer  is  made  within  sixty 
days  after  the  date  upon  which  the  claim  is 
presented,  or  of  the  date  upon  which  adver- 
tising is  begun  pursuant  to  section  8506, 
whichever  is  later,  the  period  described  in 
subparagraph  (A)  shall  not  include  any 
period  before  such  offer  is  accepted. 

(3)  Rate  of  interest.— The  interest  paid 
under  this  subsection  shall  be  calculated  at 
the  average  of  the  highest  rate  for  commer- 
cial and  finance  company  paper  of  maturi- 
ties of  one  hundred  and  eighty  days  or  less 
obtaining  on  each  of  the  days  included 
within  the  period  for  which  interest  must  be 
paid  to  the  claimant,  as  published  in  the 
Federal  Reserve  bulletin. 

(4)  Relationship  to  liability  limits.— In- 
terest under  this  subsection  shall  be  in  addi- 
tion to  damages  for  which  claims  may  be  as- 
serted under  section  8503  and  shall  be  paid 
without  regard  to  any  limitation  of  liability 
under  subsection  (b).  The  payment  of  inter- 
est under  this  subsection  by  a  guarantor 
shall  be  subject  to  section  8505(e). 

(f )  Agreements.— 

(1)  Liability  not  transferable.— A  re- 
sponsible party  may  not  transfer  the  liabil- 
ity imposed  under  this  section  to  any  other 
person. 

(2)  Indemnification  agreements.- Noth- 
ing in  this  subtitle  shall  preclude  an  agree- 
ment whereby  a  person  who.  by  an  agree- 
ment with  a  responsible  party,  agrees  to  in- 
demnify the  responsible  party  for  the  liabil- 
ity imposed  under  subsection  (a). 

(g)  Relationship  to  Other  Causes  of 
Action.— Nothing  in  this  part  shall  bar  a 
cause  of  action  that  a  responsible  party  sub- 
ject to  liability  under  this  section  or  a  guar- 
antor has  or  would  have  by  reason  of  subro- 
gation or  otherwise  against  any  person. 

(h)  Relationship  to  Other  Law.— To  the 
extent  that  it  is  in  conflict  with,  or  other- 
wise inconsistent  with,  any  other  law  (other 
than  part  5  or  any  amendment  made  by 


part  5)  relating  to  liability  or  the  limitation 
thereof,  this  section  supersedes  such  other 
law. 

(i)  Administrative  Costs.— The  Trust 
Fund  shall  not  be  available  for  the  payment 
of  costs  and  expenses  of  administration  of 
this  subtitle,  unless  such  costs  and  expenses 
are  necessary  for  and  incidental  to  the  im- 
plementation of  this  subtitle. 

SEC.  850S.  financial  RKSPUNSIBII.ITY. 

(a)  Vessels.— 

(1)  Requirement.— The  responsible  party 
with  respect  to  each  vessel  (except  a  public 
vessel  or  a  non-self-propelled  vessel  that 
does  not  carry  oil  as  cargo  or  fuel)  over 
three  hundred  gross  tons  that  uses  a  facility 
or  the  navigable  waters  shall  establish  and 
maintain,  in  accordance  with  regulations 
promulgated  by  the  Secretary,  evidence  of 
financial  responsibility  sufficient  to  satisfy 
the  maximum  liability  under  section  8504  to 
which  the  responsible  party  would  be  ex- 
posed in  a  case  where  he  would  be  entitled 
to  limit  his  liability  in  accordance  with  sub- 
section (b)  of  section  8504.  In  cases  where  a 
responsible  party  owns  or  operates  more 
than  one  vessel  subject  to  this  subsection, 
evidence  of  financial  responsibility  need  be 
established  only  to  meet  the  maximum  li- 
ability applicable  to  the  largest  of  such  ves- 
sels. 

(2)  Withholding  clearance.— The  Secre- 
tary of  the  Treasury  shall  withhold  or 
revoke  the  clearance  recjuired  by  section 
4197  of  the  Revised  Statutes  of  the  United 
States  of  any  vessel  subject  to  this  subsec- 
tion that  does  not  have  the  certification  re- 
quired under  this  subsection  or  the  regula- 
tions issued  hereunder. 

(3)  Denying  entry  to  or  detaining  ves- 
sels.—The  Secretary  of  the  department  in 
which  the  Coast  Guard  is  operating  may  (A) 
deny  entry  to  any  facility,  to  any  port  or 
place  in  the  United  States,  or  to  the  naviga- 
ble waters,  or  (B)  detain  at  the  facility  or  at 
the  port  or  place  in  the  United  States,  any 
vessel  subject  to  this  subsection  that,  upon 
request,  does  not  produce  the  certification 
required  under  this  subsection  or  regula- 
tions issued  hereunder. 

(b)  Facilities.— The  responsible  party 
with  respect  to  each  facility  shall  establish 
and  maintain,  in  accordance  with  regula- 
tions issued  by  the  Secretary,  evidence  of  fi- 
nancial responsibility  sufficient  to  satisfy 
the  maximum  amount  of  liability  to  which 
the  responsibile  party  would  be  exposed  in  a 
case  where  he  would  be  entitled  to  limit  his 
liability  in  accordance  with  subsection  (b)  of 
section  8504.  In  cases  where  the  responsibile 
party  is  responsible  for  more  than  one  facili- 
ty subject  to  this  subsection,  evidence  of  fi- 
nancial responsibility  need  be  established 
only  to  meet  the  maximum  liability  applica- 
ble to  one  such  facility. 

(c)  Methods.— Financial  responsibility 
under  this  section  may  be  established  by 
any  one,  or  by  any  combination,  of  the  fol- 
lowing methods  acceptable  to  the  Secretary: 
evidence  of  insurance,  surely  bond,  qualifi- 
cation as  a  self-insurer,  or  other  evidence  of 
financial  responsibility.  Any  bond  filed  shall 
be  issued  by  a  bonding  company  authorized 
to  do  business  in  the  United  States. 

(d)  Claims  Against  Guarantor.— Any 
claim  authorized  by  section  8503(a)  may  be 
asserted  directly  against  any  guarantor  pro- 
viding evidence  of  financial  responsibility  as 
required  under  this  section  for  any  responsi- 
ble party  with  respect  to  a  facility  or  vessel. 
In  defending  against  such  a  claim,  the  guar- 
antor may  invoke  all  rights  and  defenses 
which  would  be  available  to  the  responsible 
party  under  this  part.  He  may  also  invoke 


the  defense  that  the  incident  was  caused  by 
the  willful  misconduct  of  the  responsible 
party,  but  he  may  not  invoke  any  other  de- 
fense that  he  might  be  entitled  to  invoke  in 
proceedings  brought  by  the  responsible 
party  against  him. 

(e)  Limitation  on  Guarantor's  Liabil- 
ity.—Nothing  in  this  part  shall  impose  li- 
ability with  respect  to  an  incident  on  any 
guarantor  for  damages  or  removal  costs 
which  exceeds,  in  the  aggregate,  the 
amount  of  financial  responsibility  which 
that  guarantor  has  provided  for  the  respon- 
sible party  for  any  vessel  or  facility  that  was 
a  source  of  oil  pollution  in  that  incident. 
Nothing  in  this  subsection  shall  be  con- 
strued to  limit  any  other  statutory,  contrac- 
tual, or  common  law  liability  of  a  guarantor 
to  any  responsible  party  for  whom  such 
guarantor  provides  evidence  of  financial  re- 
sponsibility including,  but  not  limited  to. 
the  liability  of  such  guarantor  for  negotiat- 
ing in  bad  faith  a  settlement  of  any  claim. 

SEC.  8506.  designation  AND  ADVERTISEMENT. 

(a)  Designation  of  Source  and  Notifica- 
tion.—When  the  Secretary  receives  infor- 
mation of  an  incident  that  involves  oil  pollu- 
tion, he  shall,  where  possible  and  appropri- 
ate, designate  the  source  or  sources  of  the 
oil  pollution.  If  a  designated  source  is  a 
vessel  or  a  facility,  the  Secretary  shall  im- 
mediately notify  the  responsible  party  and 
the  guarantor,  if  known,  of  that  designa- 
tion. 

(b)  Advertisement  by  the  Responsible 
Party  or  Guarantor.— If  a  responsible 
party  or  guarantor  fails  to  inform  the  Secre- 
tary, within  five  days  after  receiving  notifi- 
cation of  a  designation  under  subsection  (a), 
of  his  denial  of  the  designation,  such  party 
or  guarantor  shall  advertise  the  designation 
and  the  procedures  by  which  claims  may  be 
presented  to  such  party  or  guarantor,  in  ac- 
cordance with  regulations  promulgated  by 
the  Secretary.  Advertisement  under  the  pre- 
ceding sentence  shall  begin  no  later  than 
fifteen  days  after  the  date  of  the  designa- 
tion made  under  subsection  (a).  If  advertise- 
ment is  not  otherwise  made  in  accordance 
with  this  subsection,  the  Secretary  shall 
promptly  and  at  the  expense  of  the  respon- 
sible party  or  the  guarantor  involved,  adver- 
tise the  designation  and  the  procedures  by 
which  claims  may  be  presented  to  the  re- 
sponsible party  or  guarantor.  Advertisement 
under  this  subsection  shall  continue  for  a 
period  of  no  less  than  thirty  days. 

(c)  Advertisement  by  the  Secretary.— 
If- 

(1)  the  responsible  party  and  the  guaran- 
tor both  deny  a  designation  within  five  days 
after  receiving  notification  of  a  designation 
under  subsection  (a). 

(2)  the  source  of  the  oil  pollution  was  a 
public  vessel,  or 

(3)  the  Secretary  is  unable  to  designate 
the  source  or  sources  of  the  oil  pollution 
under  subsection  (a). 

the  Secretary  shall  advertise  or  otherwise 
notify  potential  claimants  of  the  procedures 
by  which  claims  may  be  presented  to  the 
Trust  Fund. 

SEC.  8.M7.  CI.AI.MS  SETTLEMENT. 

(a)  Presentation  to  Responsible  Party 
OR  Guarantor,— Except  as  provided  in  sub- 
section (b).  all  claims  shall  be  presented  to 
the  responsible  party  or  guarantor  of  the 
source  designated  under  section  8506(a). 

(b)  Presentation  to  Trust  Fund.— Claims 
may  be  presented  to  the  Trust  Fund— 

(1)  where  the  Secretary  has  advertised  or 
otherwise  notified  claimants  in  accordance 
with  section  8506(c): 
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(2)  by  a  responsible  party  who  may  assert 
a  claim  under  section  8503(a);  or 

(3)  by  the  Governor  of  a  State  for  clesmup 
costs  incurred  by  that  State. 

(c)  Election.— If  a  claim  is  presented  in 
accordance  with  subsection  (a)  and— 

(1)  each  person  to  whom  the  claim  is  pre- 
sented denies  all  liability  for  the  claim,  or 

(2)  the  claim  is  not  settled  by  any  person 
by  payment  within  180  days  after  the  date 
upon  which  (A)  the  claim  was  presented,  or 
(B)  advertising  was  begun  pursuant  to  sec- 
tion 8506(b).  whichever  is  later. 

the  claimant  may  elect  to  commence  an 
action  in  court  against  the  responsible  party 
or  guarantor  or  to  present  the  claim  to  the 
Trust  Fund.  Such  an  election  shall  be  irrev- 
ocable and  exclusive. 

(d)  Uncompensated  Damages.— If  a  claim  is 
presented  in  accordance  with  subsection  (a) 
and  full  and  adequate  compensation  is  un- 
available, either  because  the  claim  exceeds  a 
limit  of  liability  invoked  under  section  8504 
or  because  the  responsible  party  and  his 
guarantor  are  financially  incapable  of  meet- 
ing their  obligations  in  full,  a  claim  for  the 
uncompensated  damages  may  be  presented 
to  the  Trust  Fund. 

(e)  Transmittal  of  Claim  and  Docn- 
MENTS.— In  the  case  of  a  claim  which  has 
been  presented  to  any  person  under  subsec- 
tion (a)  and  which  is  being  presented  to  the 
Trust  Fund  under  subsection  (c)  or  (d).  that 
person,  at  the  request  of  the  claimant,  shall 
transmit  the  claim  and  supporting  docu- 
ments to  the  Trust  Fund.  The  Secretary 
may.  by  regulation,  prescribe  the  documents 
to  be  so  transmitted  and  the  terms  under 
which  they  are  to  be  transmitted. 

(f)  Procedures.— The  Secretary  shall  es- 
tablish procedures  and  standards  for  the 
prompt  appraisal  and  settlement  of  claims 
against  the  Trust  F^ind.  including  proce- 
dures for  ensuring  the  rapid  and  equitable 
settlement  of  claims  submitted  by  the  Gov- 
ernor of  any  State  for  cleanup  costs  in- 
curred by  that  State. 

(g)  Use  of  Private  Organizations  and 
Federal  Personnel.— The  Secretary  may 
use  the  facilities  and  services  of  private  in- 
surance and  claims  adjusting  organizations 
or  State  agencies  in  processing  claims 
against  the  Trust  Fund  and  may  contract 
for  those  facilities  and  services.  To  the 
extent  necessitated  by  extraordinary  cir- 
cumstances, where  the  services  of  private 
organizations  or  State  agencies  are  inad- 
equate, the  Secretary  may  use  Federal  per- 
sonnel, on  a  reimbursable  basis,  to  process 
claims  against  the  Trust  Fund. 

(h)  Judicial  Review.— Any  claimant,  or 
any  other  person  suffering  legal  wrong  be- 
cause of.  or  adversely  affected  or  aggrieved 
by.  a  final  determination  of  the  Secretary 
with  respect  to  a  claim,  may  bring  an  action 
for  judicial  review  of  the  determination  in 
accordance  with  chapter  7  of  title  5.  United 
States  Code.  Such  action  shall  be  brought 
under  section  8509  and  shall  be  the  exclu- 
sive judicial  remedy  with  resjject  to  such 
final  determination  of  the  Secretary.  Such 
an  action  shall  be  filed  not  later  than  thirty 
days  after  the  Secretary  issues  notification 
of  the  final  determination.  Venue  for  any 
such  action  shall  lie  in  any  district  wherein 
the  claimant  resides,  in  addition  to  any  dis- 
trict described  in  section  8509(b). 

(i)  Actions  Against  Responsible  Party 
OR  Guarantor.— 

( 1 )  Service  of  pleadings  on  trust  fund.— 
In  any  action  brought  under  this  part 
■gainst  a  responsible  party  or  guarantor, 
both  the  plaintiff  and  defendant  shall  serve 
a  copy  of  the  complaint  and  all  subsequent 


pleadings  therein  upon  the  Trust  Fund  at 
the  same  time  those  pleadings  are  served 
upon  the  opposing  parties. 

(2)  Intervention  of  trust  fund.— The 
Trust  Fund  may  intervene  as  a  party  as  a 
matter  of  right  in  any  action  in  which  a 
complaint  has  been  served  upon  it  under 
paragraph  ( 1 ). 

(3)  Admission  of  liability.— In  any  action 
to  which  the  Trust  Fund  is  a  party,  if  the 
responsible  party  or  his  guarantor  admits  li- 
ability under  this  part,  the  Trust  Fund  shall 
be  dismissed  therefrom  to  the  extent  of  the 
admitted  liability. 

(4)  Effect  of  judgment.— If  the  Trust 
F\ind  has  been  served  a  copy  of  the  com- 
plaint and  all  subsequent  pleadings  in  an 
action  referred  to  in  paragraph  (1).  the 
Trust  Fund  shall  be  bound  by  any  judgment 
entered  therein,  whether  or  not  the  Trust 
Fund  was  a  party  to  the  action. 

(5)  Failure  to  serve  pleadings.— (A)  If 
the  plaintiff  fails  to  serve  a  copy  of  the  com- 
plaint upon  the  Trust  Fund  as  required  by 
paragraph  ( 1 ).  the  plaintiff  shall  not  recov- 
er from  the  Trust  Fund  any  sums  not  paid 
by  the  defendant. 

(B)  If  the  defendant  fails  to  serve  a  copy 
of  the  initial  answer  to  a  complaint  upon 
the  Trust  Fund  as  required  by  paragraph 
(1).  the  limitation  of  liability  otherwise  per- 
mitted by  subsection  (b)  of  section  8504 
shall  not  be  available  to  the  defendant. 

(C)  If  neither  the  plaintiff  nor  the  defend- 
ant serves  a  copy  of  the  complaint  and  all 
subsequent  pleadings  upon  the  Trust  Fund 
as  required  in  paragraph  (l),  the  Trust 
Fund  may  serve  a  motion  for  a  new  trial  for 
the  purposes  specified  in  this  subparagraph. 
The  motion  must  be  served  not  later  than 
ten  days  after  the  Trust  Fund  has  received 
notice  of  the  entry  of  the  judgment  in  the 
action,  but  in  no  case  later  than  ninety  days 
after  the  entry  of  that  judgment.  The  Trust 
Fund  must  establish  in  its  motion  that,  due 
to  the  failure  of  the  plaintiff  or  defendant 
to  comply  with  paragraph  (1),  the  Trust 
Fund  failed  to  receive  timely  notice  of  one 
or  more  issues  raised  in  the  action,  which 
might  affect  the  liability  of  the  Trust  FHind 
in  any  case  brought  under  this  part.  When 
the  Trust  Fund  does  so.  the  court  shall  open 
the  judgment,  if  one  has  been  entered,  and 
shall  take  additional  pleadings  and  testimo- 
ny on  the  identified  issue  or  issues.  The 
court  may  amend  findings  of  fact  and  con- 
clusions of  law  or  make  new  findings  and 
conclusions  and  direct  the  entry  of  a  new 
judgment  in  the  action. 

<j)  Joinder  or  Parties.— In  any  action 
brought  against  the  Trust  Fund  the  plain- 
tiff may  join  any  responsible  party  or  his 
guarantor,  and  the  Trust  Fund  may  implead 
any  person,  who  is  or  may  be  liable  to  the 
Trust  Fund. 

(k)  Period  of  Limitations.— No  claim  may 
be  presented,  nor  may  any  action  be  com- 
menced for  damages  recoverable  under  this 
part,  unless  that  claim  is  presented  to,  or 
that  action  is  commenced  against,  a  respon- 
sible party  or  his  guarantor  or  against  the 
Trust  Fund  as  to  their  respective  liabilities, 
within  three  years  from  the  date  of  discov- 
ery of  the  economic  loss  for  which  a  claim 
may  be  asserted  under  subsection  (a)  of  sec- 
tion 8503.  or  within  six  years  of  the  date  of 
the  incident  which  resulted  in  that  loss, 
whichever  is  earlier. 

SEC  SSOH.  srBK<N;ATI()N. 

(a)  Right  of  Subrogation.— Any  person, 
including  the  Trust  F^lnd,  who  compensates 
any  claimant  for  an  economic  loss  compen- 
sable under  section  8503  shall  be  subrogated 


to  all  rights,  claims,  and  causes  of  action 
which  that  claimant  has  under  this  part, 
(b)  Recovery  by  Trust  Fund.— 

(1)  Denial  of  source  designation  or  li- 
ability.—In  a  case  in  which  the  Trust  Fund 
has  compensated  a  claimant  for  a  claim  pre- 
sented to  the  Trust  Fund  under  section 
8507(b)(1)  or  8507(c)(1),  the  Trust  Fund 
shall  recover  under  subsection  (a)— 

(A)  the  amount  the  Trust  Fund  has  paid 
to  the  claimant; 

(B)  interest  on  that  amount  for  the  period 
beginning  on  the  date  on  which  the  claim 
was  first  presented  by  the  claimant  to  the 
Trust  Fund  or  the  responsible  party  or 
guarantor  and  ending  on  the  date  on  which 
the  Trust  Fund  is  paid  by  the  responsible 
party  or  guarantor,  except  that  if  the  Trust 
Fund  offered  to  the  claimant  the  amount  fi- 
nally paid  by  the  Trust  Fund  to  the  claim- 
ant in  satisfaction  of  the  claim  against  the 
Trust  Fund  the  responsible  party  or  guaran- 
tor shall  not  be  liable  for  interest  for  the 
period  beginning  on  the  date  the  Trust 
Fund  made  such  offer  and  ending  on  the 
date  on  which  the  claimant  accepted  such 
offer;  and 

(C)  all  costs  incurred  by  the  Trust  Fund 
by  reason  of  the  claim  of  the  claimant 
against  the  Trust  Fund  and  by  reason  of  the 
claim  of  the  Trust  Fund  against  the  respon- 
sible party  or  guarantor. 

(2)  Failure  to  settle  where  payment  by 
trust  fund  exceed  offer  by  responsible 
PARTY.— In  a  case  in  which  the  Trust  Fund 
has  compensated  a  claimant  for  a  claim  pre- 
sented to  the  Trust  Fund  under  section 
8507(c)(2)  where  the  amount  the  Trust 
Fund  has  paid  to  the  claimant  exceeds  the 
largest  amount,  if  any.  the  responsible  party 
or  guarantor  offered  to  the  claimant  in  sat- 
isfaction of  the  claim  of  the  claimant 
against  the  responsible  party  or  guarantor, 
the  Trust  Fund  shall  recover  under  subsec- 
tion (a)— 

(A)  the  amount  the  Trust  Fund  has  paid 
the  claimant,  except  that  the  portion  of 
such  amount  in  excess  of  the  amount  of- 
fered to  the  claimant  by  the  responsible 
party  or  guarantor  shall  be  subject  to  dis- 
pute by  the  responsible  party  or  guarantor; 

(B)  interest  on  the  portion  of  such  excess, 
if  any.  which  is  recovered  by  the  Trust 
Fund,  for  a  period  determined  in  the  same 
manner  as  in  paragraph  (1)(B);  and 

(C)  all  costs  incurred  by  the  Trust  Fund 
by  reason  of  the  claim  of  the  Trust  Fund 
against  the  responsible  party  or  guarantor. 

(3)  Failure  to  settle  where  payment  of 
trust  fund  does  not  exceed  offer  by  re- 
SPONSIBLE PARTY.— In  a  case  in  which  the 
Trust  Fund  has  compensated  a  claimant  for 
a  claim  presented  to  the  Trust  Fund  under 
section  8507(c)(2)  where  the  amount  the 
Trust  Fund  has  paid  to  the  claimant  is  less 
than  or  equal  to  the  largest  amount  the  re- 
sponsible party  or  guarantor  offered  to  the 
claimant  in  satisfaction  of  the  claim  of  the 
claimant  against  the  responsible  party  or 
guarantor,  the  Trust  Fund  shall  recover 
under  subsection  (a)— 

(A)  the  amount  the  Trust  Fund  has  paid 
to  the  claimant;  and 

(B)  interest— 

(i)  for  the  period  beginning  on  the  date  on 
which  the  claim  was  presented  by  the  claim- 
ant to  the  responsible  party  or  guarantor 
and  ending  on  the  date  on  which  the  re- 
sponsible party  or  guarantor  offered  to  the 
claimant  the  largest  amount  referred  to  in 
this  paragraph,  except  that  if  the  responsi- 
ble party  or  guarantor  offered  such  amount 
within  sixty  days-after  the  date  upon  which 
the  claim  of  the  claimant  was  presented  to 
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the  responsible  party  or  guarantor  or  adver- 
tising was  commenced  under  section  8506, 
whichever  is  later,  the  responsible  party  or 
guarantor  shall  not  be  liable  for  interest  for 
such  period:  and 

(ii)  for  the  period  beginning  on  the  date 
on  which  the  claim  of  the  Trust  Fund 
against  the  responsible  party  or  guarantor 
was  presented  to  the  responsible  party  or 
guarantor  to  the  date  on  which  the  Trust 
Fund  is  paid,  inclusive,  except  that  if  the  re- 
sponsible party  or  guarantor  offers  to  the 
Trust  Fund  the  amount  finally  paid  to  the 
Trust  Fund  in  satisfaction  of  the  claim  of 
the  Trust  Fund,  interest  shall  not  be  paid 
for  the  period  beginning  on  the  date  on 
which  such  offer  is  made  and  ending  on  the 
date  on  which  the  Trust  Fund  accepts  that 
offer,  inclusive. 

(4)  Special  rules.— For  purt>oses  of  this 
subsection— 

(A)  interest  shall  be  calculated  in  accord- 
ance with  section  8504(e):  and 

(B)  costs  recoverable  under  paragraphs 
(IXC)  and  (2)(C)  include,  but  are  not  limit- 
ed to.  processing  costs,  investigating  costs, 
court  costs,  and  attorney's  fees. 

(c)  Payment  of  Certain  Interest  to 
CiAHtANT.— The  Trust  Fund  shall  pay  over 
to  the  claimant  that  portion  of  any  interest 
the  Trust  Fund  recovers  under  subsections 
(b)(1)(B)  and  (b)(2)(B)  for  the  period  begin- 
ning on  the  date  on  which  the  claim  of  the 
claimant  was  first  presented  to  the  Trust 
PMnd  or  the  responsible  party  or  guarantor 
to  the  date  upon  which  the  claimant  was 
paid  by  the  Trust  Fund,  inclusive. 

(d)  Application  of  Liability  Limits.— 
The  Trust  Fund  is  entitled  to  recover  for  all 
interest  and  costs  specified  in  subsection  (b) 
without  regard  to  any  limitation  of  liability 
to  which  the  responsible  party  or  guarantor 
may  otherwise  be  entitled.  The  payment  of 
such  interest  and  costs  by  a  guarantor  shall 
be  subject  to  section  8505(e). 

SEC.  8509.  JURISDICn-lON  AND  VENIE. 

(a)  Jurisdiction.— The  United  States  dis- 
trict courts  shall  have  exclusive  original  ju- 
risdiction over  all  controversies  arising 
under  this  part  and  parts  2  and  3,  without 
regard  to  the  citizenship  of  the  parties  or 
the  amount  in  controversy. 

(b)  Venue.— Unless  otherwise  provided  in 
this  subtitle,  venue  shall  lie  in  any  district 
wherein  the  injury  complained  of  occurred, 
or  wherein  the  responsible  party  or  guaran- 
tor resides,  may  be  found,  or  has  his  princi- 
pal office.  For  purposes  of  this  section,  the 
Trust  Fund  resides  in  the  District  of  Colum- 
bia. 

SEC.  8310.  RELATIONSHIP  TO  OTHER  LAW. 

(a)  Preemption.— Except  as  provided  in 
this  subtitle,  or  in  section  9505  of  the  Inter- 
nal Revenue  Code  of  1954— 

(1)  no  action  may  be  brought  in  any  court 
of  the  United  States,  or  of  any  State  or  po- 
litical subdivision  thereof,  for  an  economic 
loss  compensable  under  this  part, 

(2)  no  person  may  l>e  required  to  contrib- 
ute to  any  fund,  the  purpose  of  which  is  to 
compensate  for  damages  for  an  economic 
loss  described  in  section  8503(a).  except 
that,  for  a  period  of  three  years  beginning 
on  the  effective  date  of  this  section,  any 
State  which  on  such  date  has  in  effect  a 
statute  that  requires  such  contributions 
may  continue  to  require  such  contributions 
within  the  limits  established  by  such  statute 
as  those  limits  exist  on  such  date,  and 

(3)  no  person  may  be  required  to  establish 
or  maintain  evidence  of  financial  responsi- 
bility relating  to  the  satisfaction  of  a  claim 
compensable  under  this  part. 


(b)  State  Financing  of  Preparation  for 
Oil  Pollution  Cleanup.— Nothing  in  this 
subtitle  shall  preclude  any  State  from  im- 
posing a  tax  or  fee  upon  any  person  or  upon 
oil  in  order  to  finance  the  purchase  and  pre- 
positioning  of  oil  pollution  cleanup  and  re- 
moval equipment  or  to  finance  other  prep- 
arations for  responding  to  a  discharge  of  oil 
which  affects  such  State. 

(c)  Actions  by  Trust  Fund.— Nothing  in 
subsection  (a)  shall  prohibit  an  action  by 
the  Tnist  I^nd  under  any  other  provision 
of  law  to  recover  compensation  paid  under 
this  part. 

SEC.  8511.  penalties. 

Any  person  who,  after  notice  and  an  op- 
portunity for  a  hearing,  is  found  to  have 
failed  to  comply  with  the  requirements  of 
section  8505  or  the  regulations  issued  there- 
under or  with  any  denial  or  detention  order 
shall  be  liable  to  the  United  States  for  a 
civil  penalty,  not  to  exceed  $10,000  for  each 
violation.  The  amount  of  the  civil  penalty 
shall  be  assessed  by  the  Secretary  by  writ- 
ten notice.  In  determining  the  amount  of 
such  penalty,  the  Secretary  shall  take  Into 
account  the  nature,  circumstances,  extent, 
and  gravity  of  the  prohibited  acts  commit- 
ted and,  with  respect  to  the  violator,  the 
degree  of  culpability,  any  history  of  prior 
offenses,  ability  to  pay,  and  such  other  mat- 
ters as  justice  may  require.  The  Secretary 
may  compromise,  modify,  or  remit  with  or 
without  conditions,  any  civil  penalty  which 
is  subject  to  imposition  or  which  has  been 
imposed  under  this  section.  If  any  person 
fails  to  pay  an  assessment  of  a  civil  penalty 
after  it  has  become  final,  the  Secretary  may 
refer  the  matter  to  the  Attorney  General 
for  collection. 

sec.  8512.  AITHORIZATION  OF  APPROPRIATIONS. 

There  are  authorized  to  be  appropriated 
for  fiscal  years  beginning  on  or  after  Octo- 
ber 1,  1985.  such  sums  as  may  be  necessary 
to  carry  out  this  subtitle. 

PART  2— REPORT  AND  COORDINATION  WITH 

OTHER  PROVISIONS 
SEC.  8601.  ANNIAL  REPORT. 

The  Secretary  shall  report  annually  to  the 
Congress  on  the  activities  of  the  Trust  Fund 
during  the  preceding  year.  The  Secretary 
shall  include  in  any  such  report  any  recom- 
mendations for  legislative  changes  needed 
for  the  Trust  Fund  to  carry  out  the  pur- 
poses of  this  subtitle. 

SEC.    8602.    C(K)RDINATI()N    WITH    f)THER    PROVI- 
SIONS  OK  THIS  A(T. 

(a)  If  any  provision  of  this  subtitle  pro- 
vides that  the  balance  in  any  fund  (herein- 
after in  this  subsection  referred  to  as  the 
"transferor  fund")  is  to  be  transferred  to 
the  Trust  Fund,  any  claim  which  arises 
before  the  effective  date  of  such  transfer  (to 
the  extent  such  claim  would  have  been  pay- 
able out  of  the  transferor  fund),  shall  be 
payable  out  of  the  Trust  FHind. 

(b)  Tf  any  provision  of  this  subtitle  au- 
thorizes amounts  to  be  expended  from  the 
Trust  Fund  which  are  not  authorized  by 
part  5  (or  an  amendment  made  by  part  5), 
such  provision  shall  have  no  force  or  effect. 

PART  3— REGULATIONS.  EFFECTIVE  DATES. 

AND  SAVINGS  PROVISIONS 
SEC.  8701.  EKFECTIVE  DATES. 

(a)  Provisions  Taking  Effect  on  Date  of 
Enactment.— This  section,  section  8501.  sec- 
tion 8502,  section  8512.  part  2.  section 
8702(a)(1)  and  (3).  section  8703.  8704.  and 
each  provision  of  part  1  that  authorizes  the 
promulgation  of  regulations  shall  be  effec- 
tive on  the  date  of  the  enactment  of  this 
subtitle. 


(b)  Part  4.-Part  4  shall  take  effect  on  the 
first  date  on  which  both  the  International 
Convention  on  Civil  Liability  for  Oil  Pollu- 
tion Damage  and  the  International  Conven- 
tion on  the  Establishment  of  an  Interna- 
tional Fund  for  Compensation  for  Oil  Pollu- 
tion Damage  are  in  force  with  respect  to  the 
United  States. 

(c)  Provisions  Taking  Effect  in  180 
Days.— All  other  provisions  of  this  subtitle, 
and  the  regulations  issued  under  this  sub- 
title, shall  take  effect  180  days  after  the 
date  of  enactment  of  this  subtitle,  except 
that  the  penalty  prescribed  by  section  8511 
for  failure  to  comply  with  the  requirements 
of  section  8505  or  the  regulations  issued 
thereunder  shall  not  be  effective  until  the 
ninetieth  day  after  issuance  of  those  regula- 
tions or  the  two  hundred  and  seventieth  day 
after  the  date  of  enactment  of  this  subtitle, 
whichever  is  earlier. 

(d)  Regulations  Respecting  Financial 
Responsibility.— Any  regulation  respecting 
financial  responsibility,  issued  pursuant  to 
smy  provision  of  law  repealed  by  section 
8702,  and  in  effect  on  the  day  immediately 
preceding  the  effective  date  of  section  8702 
shall  remain  in  force  until  superseded  by 
regulations  issued  under  part  1. 

SEC.  8-02.  CONFORMING  AMENDMENTS. 

(a)  Trans-Alaska  Pipeline  Authorization 
Act.— (1)  The  first  sentence  of  subsection 
(b)  of  section  204  of  the  Trans- Alaska  Pipe- 
line Authorization  Act  (43  U.S.C.  1653(b):  87 
Stat.  586)  is  amended  by  inserting  "in  the 
State  of  Alaska"  after  "any  area"  and  by  in- 
serting "related  to  the  trans-Alaska  oil  pipe- 
line" after  "any  activities".  Such  subsection 
is  further  amended  by  inserting  at  the  end 
thereof  the  following  new  sentence:  "This 
subsection  shall  not  apply  to  removal  costs 
resulting  from  oil  pollution  as  that  term  is 
defined  in  section  8501  of  the  Comprehen- 
sive Oil  Pollution  Liability  and  Compensa- 
tion Act.". 

(2)  Subsection  (c)  of  section  204  of  the 
Trans- Alaska  Pipeline  Authorization  Act  (43 
U.S.C.  1653(c))  is  repiealed.  Such  repeal  shall 
not  affect  the  applicability  of  such  subsec- 
tion to  claims  arising  before  the  effective 
date  of  this  paragraph.  Notwithstanding 
section  8701.  the  repeal  of— 

(A)  paragraph  (4)  of  such  subsection  (es- 
tablishing the  Trans-Alaska  Pipeline  Liabil- 
ity Fund), 

(B)  paragraph  (5)  of  such  subsection  (to 
the  extent  it  permits  costs  of  administration 
to  l)e  paid  from  the  Fund  and  permits 
amounts  in  the  Fund  to  be  invested),  and 

(C)  paragraph  (8)  of  such  subsection  (per- 
mitting recovery  by  subrogation), 

shall  only  become  effective  upon  the  pay- 
ment by  the  Board  of  Trustees  of  the  Trans- 
Alaska  Pipeline  Liability  Fund  of  all  claims 
certified  under  paragraph  (3)  of  this  subsec- 
tion, the  rebate  of  all  remaining  amounts 
under  paragraph  (3)  of  this  subsection,  and 
the  completion  of  all  actions  required  to 
carry  out  paragraph  (3)  of  this  subsection. 

(3)(A)  Not  later  than  210  days  after  the 
date  of  enactment  of  this  paragraph,  the 
Board  of  Trustees  of  the  Trans-Alaska  Pipe- 
line Liability  Fund  shall  certify  to  the  Sec- 
retary of  Transportation  the  total  amount 
of  claims  outstanding  against  such  Fund,  as 
of  the  effective  date  of  paragraph  (2)  of  this 
subsection.  The  amount  in  the  Trans-Alaska 
Pipeline  Liability  Fund  exceeding  the  total 
amount  certified  under  the  preceding  sen- 
tence shall  be  rebated  directly,  on  a  pro  rata 
basis,  to  the  owners  of  the  oil  at  the  time  it 
was  loaded  on  the  vessel. 
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(B)  After  the  settlement  of  all  claims  de- 
scribed in  subparagraph  (A)  and  the  comple- 
tion of  all  actions,  if  any.  by  the  Trans- 
Alaska  Pipeline  Liability  Fund  for  recovery 
of  amounts  paid  on  such  claims,  the  remain- 
ing amounts  in  such  Fund  shall  be  rebated 
directly,  on  a  pro  rata  basis,  to  the  owners 
of  the  oil  at  the  time  it  was  loaded  on  the 
vessel. 

(C)  Whenever  a  rebate  is  made  on  a  pro 
rata  basis  to  the  owners  of  oil  under  sub- 
paragraph (A)  or  (B).  each  such  owner's 
share  of  the  rebate  shall  be  an  amount  de- 
termined by  dividing  the  amount  contribut- 
ed by  such  owner  to  the  Trans-Alaska  Pipe- 
line Liability  Fund  by  the  total  amount  con- 
tributed by  all  such  owners  to  such  Fund. 

(D)  Trustees  and  former  trustees  of  the 
Trans-Alaska  Pipeline  Liability  Fund  who 
were  designated  by  the  Secretary  of  the  In- 
terior shall  not  be  subject  to  any  liability  in- 
curred by  that  Fund  or  by  the  present  and 
past  officers  and  trustees  of  that  Fund, 
other  than  liability  for  gross  negligence  or 
willful  misconduct. 

(b)  Intervention  on  the  High  Seas  Act.— 
Section  17  of  the  Intervention  on  the  High 
Seas  Act  (33  U.S.C.  1486:  88  Stat.  10)  is 
amended  to  read  as  follows: 

"Sec.  17.  The  Oil  Spill  Liability  Trust 
Fund  established  under  section  9505  of  the 
Internal  Revenue  Code  of  1954  shall  be 
available  to  the  Secretary  for  actions  and 
activities  relating  to  oil  pollution  (as  defined 
in  section  8501  of  the  Comprehensive  Oil 
Pollution  Liability  and  Compensation  Act), 
or  the  substantial  threat  of  oil  pollution, 
taken  under  section  5  of  this  Act.". 

(c)  Federal  Water  Pollution  Control 
Act.— Section  311  of  the  Federal  Water  Pol- 
lution Control  Act  is  amended  as  follows: 

(1)  Subsection  (a)  is  amended  by  striking 
out  the  period  at  the  end  of  paragraph  (17) 
and  inserting  in  lieu  thereof  a  semicolon 
and  by  adding  at  the  end  the  following  new 
paragraph: 

"(18)  'person  in  charge'  means  the  individ- 
ual immediately  responsible  for  the  oper- 
ation of  a  vessel  or  facility.". 

(2)  Paragraph  (5)  of  subsection  (b)  is 
amended  in  the  last  sentence  by  inserting 
after  "person "  the  following:  "or  his  em- 
ployer". 

(3)  Subparagraph  (A)  of  paragraph  (6)  of 
subsection  (b)  is  amended— 

(A)  in  the  first  and  second  sentences,  by 
striking  out  "or  person  in  charge"  each 
place  it  appears  and  inserting  in  lieu  thereof 
"person  in  charge,  or  employer  of  such 
person  in  charge";  and 

(B)  in  the  third  sentence,  by  striking  out 
"the  owner  or  operator"  and  inserting  in 
lieu  thereof  "whoever  being". 

(4)  Subparagraph  (B)  of  paragraph  (6)  of 
subsection  (b)  is  amended  in  the  first  and 
second  sentences  by  striking  out  "or  person 
in  charge"  each  place  it  appears  and  insert- 
ing in  lieu  thereof  "person  in  charge,  or  em- 
ployer of  such  person  in  charge". 

(5)  Subsection  (c)(2)(H)  is  amended  by 
striking  out  "from  the  fund  established 
under  subsection  (k)  of  this  section  for  the 
reasonable  costs  incurred  in  such  removal" 
tmd  inserting  in  lieu  thereof  the  following: 
",  in  the  case  of  any  discharge  of  oil  from  a 
vessel  or  facility,  for  the  reasonable  costs  in- 
curred in  such  removal  from  the  Oil  Spill 
Liability  Trust  Fund". 

(6)  Subsection  (d)  is  amended  by  striking 
out  the  last  sentence. 

(7)  Subsections  (f).  (g),  and  (i)  of  section 
311  of  the  Federal  Water  Pollution  Control 
Act  shall  not  apply  with  respect  to  any  dis- 
charge of  oil  resulting  in  damages  for  which 


a  claim  may  be  asserted  under  part  1  of  this 
subtitle. 

(8)  Subsection  (i)  is  amended  by  striking 
out  "(1)"  after  "(i)"  and  by  striking  out 
paragraphs  (2)  and  (3). 

(9)(A)  Subsection  (k)  is  repealed,  effective 
upon  the  payment  from  the  fund  estab- 
lished by  such  subsection  of  all  claims  certi- 
fied under  subparagraph  (B)  and  all  remain- 
ing amounts  to  the  general  fund  of  the 
Treasury  under  subparagraph  (B). 

(B)  Not  later  than  180  days  after  the  ef- 
fective date  of  this  paragraph,  the  Secretary 
of  Transportation  shall  certify  to  the  Secre- 
tary of  the  Treasury  the  total  amount  of 
the  claims  outstanding  against  the  fund  es- 
tablished by  subsection  (k)  as  of  the  effec- 
tive date  of  this  paragraph.  The  amount  in 
such  fund  exceeding  the  total  amount  certi- 
fied shall  be  transferred  to  the  general  fund 
of  the  Treasury.  If  the  amount  paid  in  set- 
tlement of  such  claims  is  less  than  the 
amount  so  certified,  the  remainder  shall  be 
transferred  to  the  general  fund  of  the 
Treasury.  Any  amounts  received  by  the 
United  States  under  section  311  with  re- 
spect to  such  claims  after  the  effective  date 
of  the  repeal  of  subsection  (k)  shall  be  de- 
posited in  the  general  fund  of  the  Treasury. 

(10)  Subsection  (1)  is  amended  by  striking 
out  the  second  sentence. 

(11)  Subsection  (p)  is  repealed. 

(12)  Section  311  is  amended  by  adding  at 
the  end  thereof  the  following  new  subsec- 
tion: 

"(s)  The  Oil  Spill  Liability  Trust  Fund 
shall  be  available  to  carry  out  subsections 
(c).  (d).  (i).  and  (I)  as  those  subsections 
relate  to  discharges  of  oil.  Any  amounts  re- 
ceived by  the  United  States  under  this  sec- 
tion with  respect  to  claims  arising  on  or 
after  the  effective  date  of  this  subsection 
shall  be  deposited  in  the  Oil  Spill  Liability 
Trust  Fund.  ". 

(d)  Deepwater  Port  Act  of  1974.— The 
Deepwater  Port  Act  of  1974  (33  U.S.C.  1501 
et  seq.:  88  Stat.  2126)  is  amended  as  follows: 

(1)  Section  4(c)(1)  is  amended  by  striking 
out  "section  18(1)  of  this  Act"  and  inserting 
in  lieu  thereof  "section  8505  of  the  Compre- 
hensive Oil  Pollution  Liability  and  Comt)en- 
sation  Act". 

(2)  Subsections  (b).  (d).  (e).  (f).  (g),  (h),  (i), 
(j),  (1),  and  (n)  of  section  18  are  repealed 
and  subsections  (c),  (k),  and  (m)  of  section 
18  are  redesignated  as  subsections  (b),  (c), 
and  (d),  respectively. 

(3)  Paragraph  (3)  of  subsection  (b)  of  sec- 
tion 18  (as  redesignated  by  paragraph  (2))  is 
amended  by  striking  out  "Deepwater  Port 
Liability  Fund  established  pursuant  to  sub- 
section (f)  of  this  section."  and  inserting  in 
lieu  thereof  "Oil  Spill  Liability  Trust 
Fund. ". 

(4)  Subsection  (c)  of  section  18  (as  redesig- 
nated by  paragraph  (2))  is  amended  to  read 
as  follows: 

"(c)  This  section  shall  not  be  interpreted 
to  preclude  any  State  from  imposing  addi- 
tional requirements,  not  inconsistent  with 
the  provisions  of  the  Comprehensive  Oil 
Pollution  Liability  and  Compensation  Act, 
for  any  discharge  of  oil  from  a  deepwater 
port  or  a  vessel  within  any  safety  zone.". 

(5)  Any  amounts  remaining  in  the  Deep- 
water  Port  Liability  Fund  established  by 
section  18(f)  of  the  Deepwater  Port  Act  of 
1974  shall  be  deposited  in  the  Oil  Spill  Li- 
ability Trust  Fund.  The  Oil  Spill  Liability 
Tnist  Fund  shall  assume  all  liability  in- 
curred by  the  Deepwater  Port  Liability 
Fund  under  the  Deepwater  Port  Act  of  1974. 

(e)  Outer  Continental  Shelf  Lands  Act 
Amendments  of  1978.— Title  III  of  the  Outer 


Continental  Shelf  Lands  Act  Amendments 
of  1978  (Public  Law  95-372)  is  repealed.  Any 
amounts  remaining  in  the  Offshore  Oil  Pol- 
lution ComF>ensation  Fund  established 
under  section  302  of  that  title  shall  be  de- 
posited in  the  Oil  Spill  Liability  Trust  Fund 
established  under  section  9505  of  the  Inter- 
nal Revenue  Code  of  1954.  The  Oil  Spill  Li- 
ability Trust  Fund  shall  assume  all  liability 
incurred  by  the  Offshore  Oil  Pollution 
Compensation  Fund  under  title  III  of  the 
Outer  Continental  Shelf  Lands  Act  Amend- 
ments of  1978. 

SEC.  S703.  REGl  LATIONS  AND  DELEGATION  OF  AU- 
THORITY. 

The  Secretary  of  Transportation  may  pre- 
scribe regulations  to  carry  out  this  subtitle. 

SEC  K7(M.  SEPARABILITY. 

If  any  provision  of  this  subtitle  or  the  ap- 
plicability thereof  is  held  invalid,  the  re- 
mainder of  this  subtitle  shall  not  be  affect- 
ed thereby. 

PART  4— IMPLEMENTATION  OF 
CONVENTIONS 

SEC.  Hsoi.  rec(h;mtion  of  the  international 

FIND. 

The  International  Oil  Pollution  Compen- 
sation Fund  established  by  article  2  of  the 
International  Fund  Convention  is  recog- 
nized under  the  laws  of  the  United  States  as 
a  legal  person  and  shall  have  the  capacity 
under  the  laws  of  the  United  States  to  con- 
tract, to  acquire  and  dispose  of  real  and  per- 
sonal property,  and  to  institute  and  be  a 
party  to  legal  proceedings.  The  Director  of 
the  International  F\ind  is  recognized  as  the 
legal  representative  of  the  International 
Fund.  The  Director  shall  be  deemed  to  have 
appointed  irrevocably  the  Secretary  of 
State  his  agent  for  service  of  process  in  any 
action  against  the  International  Fund  in 
any  court  in  the  United  States. 

SE<.  8802.  SERVICE  OF  PR(XESS  AND  INTERVEN- 
TION. 

(a)  Service  of  Process  on  Funds.— In  any 
action  brought  in  a  court  in  the  United 
States  against  the  owner  of  a  ship  or  his 
guarantor  under  the  Civil  Liability  Conven- 
tion, the  plaintiff  or  defendant,  as  the  case 
may  be,  shall  serve  a  copy  of  the  complaint 
and  any  subsequent  pleading  therein  upon 
the  International  Fund  and  the  Oil  Spill  Li- 
ability Trust  Fund  at  the  same  time  the 
complaint  or  other  pleading  is  served  upon 
the  opposing  parties. 

(b)  Intervention.— The  International 
Fund  may  intervene  as  a  party  as  a  matter 
of  right  in  any  action  brought  in  a  court  in 
the  United  States  against  the  owner  of  a 
ship  or  his  guarantor  under  the  Civil  Liabil- 
ity Convention. 

%"(c)  Effect  of  Judgment.— If  the  Interna- 
tional Fund  has  been  served  a  copy  of  the 
complaint  and  all  subsequent  pleadings  in 
an  action  referred  to  in  subsection  (a),  the 
International  Fund  shall  be  bound  by  any 
judgment  entered  therein,  whether  or  not 
the  International  Fund  was  a  party  to  the 
action. 

SEC.  8*103.  EXE.MHTION  FROM  TAXATION. 

The  International  P\ind  and  its  assets 
shall  be  exempt  from  all  direct  taxation  in 
the  United  States. 

SEC.  8«04.  payment  OF  CONTRIBCTIONS. 

(a)  Payments  To  Be  Made  From  Oil  Spill 
Liability  Trust  Fund.— The  amount  of  any 
contribution  to  the  International  Fund 
which  is  required  to  be  made  under  article 
10  of  the  International  Fund  Convention  by 
any  person  with  respect  to  oil  received  in 
any  port,  terminal  installation,  or  other  in- 
stallation located  in  the  United  States  shall 
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be  paid  to  the  International  Fund  from  the 
Oil  Spill  Trust  Fund.  Before  the  Interna- 
tional Fund  Convention  enters  into  force 
with  respect  to  the  United  States,  the  Presi- 
dent shall  make,  and  deposit  with  the  Secre- 
tary-General of  the  International  Maritime 
Organization,  a  declaration  under  article  14 
of  the  International  F^lnd  Convention  that 
the  United  States  assumes  the  obligation  to 
pay  contributions  under  article  10  of  such 
Convention  in  respect  of  oil  received  within 
the  territory  of  the  United  States  and  that 
such  amount  will  be  paid  from  the  Oil  Spill 
Liability  Trust  Fund. 

(b)  Information.— The  Secretary  shall,  by 
regulation,  require  persons  who  are  required 
to  make  contributions  with  respect  to  oil  re- 
ceived in  any  port,  terminal  installation,  or 
other  installation  in  the  United  States 
under  article  10  of  the  International  Fund 
Convention  to  provide  such  information  re- 
lating to  that  oil  as  may  be  necessary  to 
carry  out  subsection  (a). 

SEC.  8805.  JIRISDICTION  OF  DISTRICT  COl'RTS. 

<a)  Jurisdiction.— The  United  States  dis- 
trict courts  shall  have  exclusive  original  ju- 
risdiction of  all  controversies  arising  under 
the  Civil  Liability  Convention  or  the  Inter- 
national Fund  Convention  in— 

(1)  the  territory,  including  the  territorial 
sea,  of  the  United  States,  or 

(2)  the  exclusive  economic  zone  of  the 
United  States  established  by  Proclamation 
Numbered  5030,  dated  March  10.  1983, 
without  regard  to  the  citizenship  of  the  par- 
ties or  the  amount  in  controversy. 

(b)  Venue.— Venue  shall  lie  in  any  district 
wherein  the  injury  complained  of  occurred, 
or  wherein  the  defendant  resides,  may  be 
found,  or  has  his  principal  office.  For  pur- 
poses of  this  subsection,  the  International 
F^ind  shall  reside  in  tlie  District  of  Colum- 
bia. 
SEC.  8806.  reco(;mtion  of  Jl  dgmests. 

Any  final  judgment  of  a  court  of  any 
nation  which  is  a  party  to  the  Civil  Liability 
Convention  or  the  International  Fund  Con- 
vention in  an  action  for  compensation  under 
either  such  convention  shall  be  recognized 
by  any  court  of  the  United  States  or  of  a 
State  when  that  judgment  has  become  en- 
forceable in  such  nation  and  is  no  longer 
subject  to  ordinary  forms  of  review,  except 
where— 

(1)  the  judgment  was  obtained  by  fraud: 
or 

(2)  the  defendant  was  not  given  reasona- 
ble notice  and  a  fair  opportunity  to  present 
his  case. 

sec.  8807.  FINANCIAL  RESPONSIBILITY. 

(a)  U.S.  Documented  Ships.— The  owner 
of  each  ship  which  is  documented  under  the 
laws  of  the  United  States  and  is  carrying 
more  than  two  thousand  tons  of  oil  in  bulk 
as  cargo  shall  establish  and  maintain,  in  ac- 
cordance with  regulations  promulgated  by 
the  Secretary,  evidence  of  financial  respon- 
sibility in  amounts  sufficient  to  cover  the 
maximum  liability  of  such  owner  for  pollu- 
tion damage  arising  from  one  incident  under 
the  Civil  Liability  Convention.  The  Secre- 
tau-y  shall  issue  a  certificate  to  each  such 
owner  who  complies  with  this  paragraph,  in 
the  form  and  manner  required  by  the  Civil 
Liability  Convention. 

(b)  U.S.  Owned  Ships.— With  respect  to 
any  ship  owned  by  the  United  States,  the 
Secretary  shall  issue  a  certificate  stating 
that  the  ship  is  owned  by  the  United  States 
and  that  the  ship's  liability  is  covered 
within  the  limits  of  liability  prescribed  by 
the  Civil  Liability  Convention. 

(c)  Other  Ships.— The  owner  of  each  ship 
(other  than  a  ship  to  which  subsection  (a) 


or  (b)  applies),  wherever  registered,  which  is 
carrying  more  than  two  thousand  tons  of  oil 
in  bulk  as  cargo  and  which  enters  or  leaves 
a  port  or  offshore  terminal  in  the  United 
States  (including  the  territorial  seas)  shall 
establish  and  maintain,  in  accordance  with 
regulations  promulgated  by  the  Secretary, 
evidence  of  financial  responsibility  in 
amounts  sufficient  to  cover  the  maximum  li- 
ability of  such  owner  for  pollution  damage 
arising  from  one  incident  under  the  Civil  Li- 
ability Convention.  The  owner  of  a  ship 
which  is  registered  in,  or  flying  the  flag  of,  a 
nation  which  is  a  party  to  the  Civil  Liability 
Convention  shall  be  considered  to  have  met 
the  requirements  of  this  paragraph  If  the 
ship  is  carrying  a  certificate  issued  by  such 
nation  attesting  that  insurance  or  other  fi- 
nancial security  is  in  force  which  meets  the 
requirements  of  such  Convention. 

(d)  Withholding  Clearance.— The  Secre- 
tary of  the  Treasury  shall  withhold  or 
revoke  the  clearance  required  by  section 
4197  of  the  Revised  SUtutes  of  the  United 
States  of  any  ship  which  does  not  have  a 
certificate  showing  compliance  with  the  re- 
quirements of  financial  responsibility  under 
subsection  (a)  or  (c). 

(e)  Denying  Entry  and  Detaining  Ves- 
sels.—The  Secretary  of  the  department  in 
which  the  Coast  Guard  is  operating  may  (1) 
deny  entry  to  any  facility,  to  any  port  or 
place  in  the  United  States,  or  to  the  naviga- 
ble waters,  or  (2)  detain  at  the  facility  or  at 
the  port  or  place  in  the  United  States,  any 
vessel  subject  to  this  section  that,  upon  re- 
quest, does  not  produce  the  certificate  re- 
quired under  tliis  section  or  regulations 
issued  hereunder. 

SEC.  8808.  CIVIL  penalty. 

Any  person  who,  after  notice  and  an  op- 
portunity for  a  hearing,  is  found  to  have 
failed  to  comply  with  the  requirements  of 
section  8804(b)  or  8807,  the  regulations 
issued  under  either  such  section,  or  any 
denial  or  detention  order  under  section 
8807(e)  shall  be  liable  to  the  United  States 
for  a  civil  penalty,  not  to  exceed  $10,000  for 
each  violation.  The  amount  of  the  civil  pen- 
alty shall  be  assessed  by  the  Secretary  by 
written  notice.  In  determining  the  amount 
of  such  penalty,  the  Secretary  shall  take 
into  account  the  nature,  circumstances, 
extent,  and  gravity  of  the  prohibited  acts 
committed  and,  with  respect  to  the  violator, 
the  degree  of  culpability,  any  history  of 
prior  offenses,  ability  to  pay,  and  such  other 
matters  as  justice  may  require.  The  Secre- 
tary may  compromise,  modify,  or  remit  with 
or  without  conditions  any  civil  penalty 
which  is  subject  to  imposition  or  which  has 
been  imposed  under  this  subsection.  If  any 
person  fails  to  pay  an  assessment  of  a  civil 
penalty  after  it  has  become  final,  the  Secre- 
tary may  refer  the  matter  to  the  Attorney 
General  for  collection. 

SEC.  8809.  WAIVER  OF  SOVEREICN  IM.MCNITY. 

The  United  States  waives  all  defenses 
based  on  its  status  as  a  sovereign  State  with 
respect  to  any  controversy  arising  under  the 
Civil  Liability  Convention  or  the  Interna- 
tional Fund  Convention  relating  to  any  ship 
owned  by  the  United  States  and  used  for 
commercial  purposes. 

SEC.  8810.  RCLES  AND  REGCLATIONS. 

The  Secretary  may  issue  such  rules  and 
regulations  as  are  necessary  to  implement 
the  Civil  Liability  Convention  and  the  Inter- 
national Fund  Convention. 

SEC.  8811.  DEFINITIONS. 

For  purposes  of  this  part— 
(1)  terms  defined  in  part  1  have  the  same 
meanings  when  used  in  this  part; 


(2)  the  term  "Civil  Liability  Convention" 
means  the  International  Convention  on 
Civil  Liability  for  Oil  Pollution  Damage, 
1984, 

(3)  the  term  "International  Fund"  means 
the  International  Oil  Pollution  Compensa- 
tion Fund  established  by  article  2  of^the 
International  Fund  Convention;  and 

(4)  the  term  "International  Fund  Conven- 
tion" means  the  International  Convention 
on  the  Establishment  of  an  International 
Fund  for  Compensation  for  Oil  Pollution 
Damage,  1984. 

PART  5— OIL  SPILL  LIABILITY  TRl'ST  FUND 
AND  ITS  REVENLE  SOURCES 

SEC.  «»01.  TAX  ON  PETROLECM  FOR  OIL  SPILL  LI- 
ABILITY TRCST  FCND. 

(a)  In  General.— Subsections  (a)  and  (b) 
of  section  4611  of  the  Internal  Revenue 
Code  of  1954  (relating  to  environmental  tax 
on  petroleum)  are  each  amended  by  striking 
out  "of  0.79  cent  a  barrel"  and  inserting  in 
lieu  thereof  "at  the  rate  specified  in  subsec- 
tion (c)". 

(b)  Increase  in  Tax.— Section  4611  of  such 
Code  is  amended  by  redesignating  subsec- 
tions (c)  and  (d)  as  subsections  (d)  and  (e), 
respectively,  and  by  inserting  after  subsec- 
tion (b)  the  following  new  suttsection: 

"(c)  Rate  of  Tax.— 

"(1)  In  GENERAL.— The  rate  of  the  taxes  im- 
posed by  this  section  is  the  sum  of— 

"(A)  the  Superfund  financing  rate,  and 

"(B)  the  Oil  Spill  Liability  Trust  Fund  fi- 
nancing rate. 

"(2)  Rates.— For  purposes  of  paragraph 
(D- 

"(A)  the  Superfund  financing  rate  is  0.79 
cent  a  barrel,  and 

"(B)  the  Oil  Spill  Liability  Trust  Fund  fi- 
nancing rate  is  1.3  cents  a  barrel.". 

(c)  Credit  Against  Portion  or  Tax  At- 
tributable TO  Oil  Spill  Rate.— Section 
4612  of  such  Code  (relating  to  definitions 
and  special  rules)  is  amended  by  redesignat- 
ing subsection  (c)  as  subsection  (d)  and  by 
inserting  after  subsection  (b)  the  following 
new  subsection: 

"(c)  Credit  Against  Portion  of  Tax  At- 
tributable to  Oil  Spill  Rate.— There  shall 
be  allowed  as  a  credit  against  so  much  of 
the  tax  imposed  by  section  4611  as  is  attrib- 
utable to  the  Oil  Spill  Liability  Trust  Fund 
financing  rate  under  section  4611(c)  for  any 
period  an  amount  equal  to  the  excess  of  the 
aggregate  amount  paid  by  the  taxpayer  into 
the  Deepwater  Port  Liability  Trust  Fund 
and  the  Offshore  Oil  Pollution  Compensa- 
tion Fund  over  the  amount  of  such  pay- 
ments taken  into  account  under  this  subsec- 
tion for  all  prior  periods.". 

(d)  Conforming  Amendments.— 

(1)  Subsection  (e)  of  section  4611  of  such 
Code  (relating  to  application  of  taxes),  as 
redesignated  by  subsection  (b),  is  amended 
to  read  as  follows: 

"(e)  Application  of  Taxes.— 

"(1)  Superfund  rate.— The  Superfund  fi- 
nancing rate  under  subsection  (c)  shall  not 
apply  after  September  30,  1985. 

"(2)  Oil  spill  rate.— The  Oil  Spill  Liabil- 
ity Trust  Fund  financing  rate  under  subsec- 
tion (c)  shall  apply  after  September  30, 
1985,  and  before  October  1, 1990.". 

(2)  Subsection  (c)  of  section  4661  of  such 
Code  (relating  to  termination  of  tax  on  cer- 
tain chemicals)  is  amended  by  striking  the 
period  at  the  end  and  inserting  the  follow- 
ing: "that  is  attributable  to  the  Superfund 
financing  rate  under  section  4611(c).". 

(3)  Subsection  (b)(1)  of  section  221  of  the 
Hazardous  Substance  Response  Revenue 
Act  of  1980  (relating  to  transfers  to  Super- 
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fund)  is  amended   by   adding  at  the  end 

thereof  the  following: 

"In  the  case  of  the  tax  imposed  by  section 

4611,  subparagraph  (A)  shall  apply  only  to 

so  much  of  such  tax  as  is  attributable  to  the 

Superfund    financing    rate    under    section 

4611(c).". 

(e)  ErrecTivE  Date.— The  amendments 
made  by  this  section  shall  take  effect  on 
January  1.  1986. 

SEC.  «9«2.  OIL  SPILL  LIABILITY  TRIST  FIND. 

(a)  In  General.— Subchapter  A  of  chapter 
98  of  the  Internal  Revenue  Code  of  1954  (re- 
lating to  establishment  of  trust  funds)  is 
amended  by  adding  after  section  9504  the 
following  new  section: 

"SEC.  »5»5.  OIL  SPILL  LIABILITY  TRl'ST  FIND. 

"(a)  Creation  of  Trust  Fund.- There  is 
established  in  the  Treasury  of  the  United 
States  a  trust  ftind  to  be  known  as  the  'Oil 
Spill  Liability  Trust  Fund',  consisting  of 
such  amounts  as  may  be  appropriated  or 
credited  to  such  Trust  Fund  as  provided  in 
this  section  or  section  9602(b). 

■(b)  Transfers  to  Trust  Fund.— There 
are  hereby  appropriated  to  the  Oil  Spill  Li- 
ability Trust  Fund  amounts  equivalent  to— 

"(1)  taxes  received  in  the  Treasury  under 
section  4611  (relating  to  environmental  tax 
on  petroleum)  to  the  extent  attributable  to 
the  Oil  Spill  Liability  Trust  Fund  financing 
rate  under  section  4611(c), 

"(2)  amounts  recovered,  collected,  or  re- 
ceived under  part  1  of  the  Comprehensive 
Oil  Pollution  Liability  and  Compensation 
Act, 

"(3)  amounts  remaining  on  the  date  of  the 
enactment  of  this  section  in  the  Deepwater 
Port  Liability  I'und  established  by  section 
18(f)  of  the  Deepwater  Port  Act  of  1974, 

"(4)  amounts  remaining  on  the  date  of  the 
enactment  of  this  section  in  the  Offshore 
Oil  Pollution  Compensation  Fund  estab- 
lished under  section  302  of  the  Outer  Conti- 
nental Shelf  Lands  Act  Amendments  of 
1978,  and 

"(5)  amounts  credited  to  such  trust  fund 
under  section  311(s)  of  the  Federal  Water 
Pollution  Control  Act. 

"(c)  Expenditures.— 

"(1)  General  expenditure  purposes.— 

"(A)  In  general.— Amounts  in  the  Oil  Spill 
Liability  Trust  Fund  shall  be  available,  as 
provided  in  appropriation  Acts,  only  for  pur- 
poses of  making  expenditures  for— 

"(i)  the  payment  of  removal  costs  de- 
scribed in  section  8501(23MA)  of  the  Com- 
prehensive Oil  Pollution  Liability  and  Com- 
pensation Act. 

"(ii)  the  payment  of  claims  under  the 
Comprehensive  Oil  Pollution  Liability  and 
Compensation  Act  for  damage  which  is  not 
otherwise  compensated, 

"(iii)  carrying  out  subsections  (c),  (d).  (i), 
and  (1)  of  section  311  of  the  Federal  Water 
Pollution  Control  Act  with  respect  to  any 
discharge  of  oil  (as  defined  in  such  section). 

"(iv)  carrying  out  section  5  of  the  Inter- 
vention on  the  High  Seas  Act  relating  to  oil 
pollution  or  the  substantial  threat  of  oil 
pollution. 

"(V)  the  payment  of  all  expenses  of  admin- 
istration incurred  by  the  Federal  Govern- 
ment under  the  Comprehensive  Oil  Pollu- 
tion Liability  and  Compensation  Act.  and 

"(vi)  the  payment  of  contributions  to  the 
International  Fund  under  section  8804  of 
such  Act. 

"(B)  Special  rules.— 

"(i)   PAtTMENTS   TO   GOVERNMENTS   ONLY    FOR 

REMOVAL  COSTS.— Amounts  shall  be  available 
under  subparagraph  (A)  for  payments  to 
any  government  only  for  removal  costs  and 


administrative  expenses  related  to  removal 
costs. 

"(ii)  Restrictions  on  contributions  to 
INTERNATIONAL  FUND.— Under  regulations 
prescribed  by  the  Secretary,  amounts  shall 
be  available  under  subparagraph  (A)  with 
respect  to  any  contribution  to  the  Interna- 
tional Fund  only  in  proportion  to  the  por- 
tion of  such  fund  used  for  a  purpose  for 
which  amounts  may  be  paid  from  the  Oil 
Spill  Liability  Trust  Fund. 

"(iii)  References  to  other  acts.— Any  ref- 
erence in  any  clause  of  subparagraph  (A)  to 
any  Act  shall  be  treated  as  a  reference  to 
such  Act  as  in  effect  on  the  date  of  the  en- 
actment of  this  section. 

"(2)  Limitations  on  expenditures.— 

"(A)  $200,000,000  PER  incident.— The  max- 
imum amount  which  may  be  paid  from  the 
Oil  Spill  Liability  Trust  Fund  with  respect 
to  any  single  incident  shall  not  exceed 
$200,000,000. 

"(B)  $30,000,000  minimum  balance.— 
Except  in  the  case  of  payments  described  in 
paragraph  (1)(A),  a  payment  may  l)e  made 
from  such  Trust  Fund  only  if  the  amount  in 
such  Trust  P^lnd  after  such  payment  will 
not  be  less  than  $30,000,000. 

"(d)  Authority  to  Borrow.— 

"(1)  In  GENERAL.— There  aire  authorized  to 
be  appropriated  to  the  Oil  Spill  Liability 
Trust  Fund,  as  repayable  advances,  such 
sums  as  may  be  necessary  to  carry  out  the 
purposes  of  such  Trust  F\ind. 

"(2)  Limitation  on  amount  outstand- 
ing.—The  maximum  aggregate  amount  of 
repayable  advances  to  the  Oil  Spill  Liability 
Trust  Fund  which  is  outstanding  at  any  one 
time  shall  not  exceed  $300,000,000. 

"(3)  Repayment  of  advances.— Rules  simi- 
lar to  the  rules  of  paragraph  (3)  of  section 
223(c)  of  the  Hazardous  Substance  Re- 
sponse Revenue  Act  of  1980  shall  apply  for 
purposes  of  this  subsection. 

■■(4)  Final  repayment.— No  advance  shall 
be  made  to  the  Oil  Spill  Liability  Trust 
Fund  after  September  30,  1990,  and  all  ad- 
vances to  such  Fund  shall  be  repaid  on  or 
before  such  date. 

"(e)  Liability  of  the  United  States  Lim- 
ited TO  Amount  in  Trust  F^nd.— 

"(1)  General  rule.— Any  claim  filed 
against  the  Oil  Spill  Liability  Trust  Fund 
may  be  paid  only  out  of  such  Trust  Fund. 

"(2)  Coordination  with  other  provi- 
sions.—Nothing  in  the  Comprehensive  Oil 
Pollution  Liability  and  Compensation  Act  or 
in  any  amendment  made  by  such  Act  shall 
authorize  the  payment  by  the  United  States 
Government  of  any  amount  with  respect  to 
any  such  claim  out  of  any  source  other  than 
the  Oil  Spill  Liability  Trust  Fund. 

"(f)  Order  in  Which  Unpaid  Claims  Are 
To  Be  Paid.— If  at  any  time  the  Oil  Spill  Li- 
ability Trust  Fund  has  insufficient  funds  (or 
is  unable  by  reason  of  subsection  (c)(2))  to 
pay  all  of  the  claims  out  of  such  Trust  Fund 
at  such  time,  such  claims  shall,  to  the 
extent  permitted  under  such  subsections,  be 
paid  in  full  in  the  order  in  which  they  were 
finally  determined."'. 

(b)  Clerical  Amendment.— The  table  of 
sections  for  subchapter  A  of  chapter  98  of 
such  Code  is  amended  by  adding  after  the 
item  relating  to  section  9504  the  following 
new  item: 

"Sec.  9505.  Oil  Spill  Liability  Trust  Fund. " 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on 
January  1,  1986. 

Subtitle  G — Prohibition  on  Loan  Sales 
SEC.  MSI.  PROHIBITION. 

A  loan  made  under  the  Public  Works  and 
Economic  E)evelopment  Act  of  1965  or  under 


section  254  of  the  Trade  Act  of  1974  shall 
not  be  sold  to  private  interests,  except  with 
the  consent  of  the  borrower,  and  a  contract 
shall  not  be  entered  into  with  private  inter- 
ests to  sell  or  administer  any  such  loan. 

TITLE  IX— HOUSE  COMMITEE  ON  SMALL 
BUSINESS 

Sec.  9001.  This  title  may  be  cited  as  the 
"Corporation  for  Small  Business  Investment 
Charter  Act". 

Sec  9002.  Section  103  of  the  Small  Busi- 
ness Investment  Act  of  1958  (15  U.S.C.  662) 
is  amended— 

(1)  by  inserting  before  the  semicolon  in 
paragraph  (3)  the  following:  ",  or  a  compa- 
ny qualified  to  conduct  business  with  the 
Corporation  under  section  357  of  this  Act"; 

(2)  by  inserting  before  the  semicolon  at 
the  end  of  paragraph  (5)  the  following:  ", 
except  that  for  purposes  of  title  III  the 
term  means  one  which,  together  with  its  af- 
filiates, is  independently  owned  and  operat- 
ed, is  not  dominant  in  its  field  of  operations 
and— 

"(A)  does  not  have  net  worth  in  excees  of 
$7,000,000  and  does  not  have  an  average  net 
income,  after  Federal  income  taxes,  for  the 
preceding  two  years  in  excess  of  $2,500,000 
(average  net  income  to  be  computed  without 
benefit  of  any  carryover  loss),  except  that 
such  net  worth  and  net  income  limitations 
shall  be  adjusted  effective  January  1  of 
each  year  following  the  effective  date  of 
this  Act.  Each  such  adjustment  shall  be 
made  by  adding  to  each  such  amount  (as  it 
may  have  been  previously  adjusted)  a  per- 
centage thereof  equal  to  the  percentage  in- 
crease during  the  twelve-month  period 
ending  with  the  previous  October  in  the  im- 
plicit price  deflator  for  gross  national  prod- 
uct published  by  the  United  States  Depart- 
ment of  Commerce,  with  1986  being  the  ini- 
tial year  for  adjustment;  or 

"(B)  Otherwise  qualifies  under  size  stand- 
ards for  financial  assistance  established  by 
the  Administration  under  the  Small  Busines 
Act.  as  amended  (Public  Law  163.  Eighty- 
third  Congtress)."; 

(3)  by  striking  "and"  at  the  end  of  para- 
graph (7); 

(4)  by  striking  the  period  at  the  end  of 
paragraph  (8)  and  inserting  in  lieu  thereof  a 
semicolon;  and 

(5)  by  inserting  after  paragraph  (8)  the 
following  new  paragraphs: 

"(9)  the  term  'Corporation'  means  the 
Corporation  for  Small  Business  Investment, 
as  constituted  under  this  Act;  the  Corpwra- 
tion  shall  be  classified  as  and  considered  to 
be  a  corporate  instrumentality  of  the 
United  States; 

"(10)  the  term  "Board  of  Directors'  means 
the  Board  of  Directors  of  the  Corporation; 

"(11)  the  term  disadvantaged  small  busi- 
ness concern'  means  a  small  business  con- 
cern owned  by  a  person  or  persons  whose 
participation  in  the  free  enterprise  system  is 
hampered  because  of  social  or  economic  dis- 
advantages; 

"(12)  the  term  'law'  includes  any  law  of 
the  United  States  or  any  State  (including 
any  rule  of  law  or  of  equity); 

"(13)  the  term  "organization'  means  any 
corporation,  partnership,  association,  busi- 
ness trust,  or  other  business  entity; 

"(14)  the  term  "security'  has  the  meaning 
ascribed  to  it  by  section  2(1)  of  the  Securi- 
ties Act  of  1933  (15  U.S.C.  77b(l)); 

"(15)  the  term  small  business  investment 
security"  shall  include— 

"(A)  debentures,  bonds,  promissory  notes, 
obligations  or  securities  issued  by  small 
business  investment  companies;  and 
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"(B)  such  other  small  business  investment 
company  securities  as  determined  by  the 
Corporation; 

"(16)  the  term  'private  capital'  means  the 
combined  private  paid-in  capital  and  paid-in 
surplus  of  a  corporate  small  business  invest- 
ment company,  or  in  the  case  of  an  unincor- 
porated small  business  investment  company, 
the  permanent  partnership  capital;  and 

"(17)  the  term  'licensee  in  good  standing' 
means  a  small  business  investment  company 
which  was  approved  by  the  Administration 
to  operate  under  the  provisions  of  this  Act 
and  was  issued  a  license  as  provided  in  sec- 
tion 301  of  this  Act,  unless  such  licensee  (A) 
is  in  default  under  the  provisions  of  pre- 
ferred securities  or  debentures  and  such 
preferred  securities  or  debentures  have  been 
declared  due  and  payable  by  the  Adminis- 
tration, or  (B)  is  in  liquidation  by  the  Ad- 
ministration for  regulatory  reasons.". 

Sec.  9003.  Title  III  of  the  Small  Business 
Investment  Act  of  1958  is  amended  by 
adding  the  following  new  section  at  the  end 
thereof: 

"TRANSFER  AND  PHASE-OUT 

"Sec.  322.  (a)  A  licensee  in  good  standing 
shall  have  a  period  of  three  months  from 
the  date  the  Administration  receives  notice 
under  section  352(h)  of  this  Act  in  which  to 
qualify  under  section  357(a)  or  section 
359(a)  of  this  Act. 

"(b)  Within  six  months  after  the  Adminis- 
tration receives  notice  under  section  352(h) 
of  this  Act,  the  Administration  shall  pro- 
mulgate final  rules  and  regulations  to  effect 
the  orderly  termination  of  operations  of  any 
licensee  in  good  standing  that  is  not  quali- 
fied under  section  357(a)  or  section  359(b)  of 
this  Act,  and  the  Administration  shall  enter 
into  an  agreement  with  the  Corporation 
which  provides  for  the  administration  of 
such  rules  and  regulations  by  the  Corpora- 
tion. 

"(c)  The  final  rules  and  regulations  adopt- 
ed by  the  Administration  for  termination  of 
the  operations  of  any  licensee  under  subsec- 
tion (b)  of  this  section  shall,  among  other 
things,  suspend  such  licensee's  authority 
under  this  title  to  obtain  financial  assist- 
ance from  the  Administration  and  shall  re- 
quire revocation  of  the  license  of  any  such 
licensee  effective  within  two  years  after  the 
publication  of  such  rules  and  regulations, 
except  that  the  license  revocation  for  any 
such  licensee  which  has  outstanding  deben- 
tures or  preferred  securities  as  provided  in 
this  title  shall  be  within  two  years  after 
such  debentures  or  securities  are  due  or 
paid,  whether  voluntarily  or  otherwise. 

"(d)  The  Administration  shall  furnish  to 
the  Corporation  all  books  and  records  of  the 
Administration  necessary  to  carry  out  the 
provisions  of  this  title  within  thirty  days 
after  written  request  by  the  Corporation 
unless  the  Administrator  certifies  to  the 
Corporation  that  such  boolis  and  records 
are  not  available  within  such  time:  Provid- 
ed, That  the  Administration  shall  not  fur- 
nish information  on  any  individual  licensee 
unless  the  licensee  has  entered  an  agree- 
ment for  the  release  of  such  information. 
Any  such  Information  received  by  the  Cor- 
poration shall  be  kept  confidential  by  the 
Corporation,  its  officers,  agents  and  employ- 
ees, under  the  same  provisions  which  would 
have  been  applicable  if  it  had  been  retained 
by  the  Administration.". 

Sec.  9004.  Title  III  of  the  Small  Business 
Investment  Act  of  1958  is  amended— 

(1)  by  amending  the  table  of  contents  to 
read  as  follows: 


"TITLE  III— SMALL  BUSINESS 

INVESTMENT  COMPANIES 

"Part  A 

"Sec.  301.  Organization  of  small  business 
Investment  companies. 

"Sec.  302.  Capital  requirements. 

"Sec.  303.  Borrowing  power. 

"Sec.  304.  I*rovision  of  equity  capital  for 
small-business  concerns. 

"Sec.  305.  Long-term  loans  to  small-busi- 
ness concerns. 

"Sec.  306.  Aggregate  limitations. 

"Sec.  307.  Exemptions. 

"Sec.  308.  Miscellaneous. 

"Sec.  309.  Revocation  and  suspension  of  li- 
censes; cease  and  desist  orders. 

"'Sec.  310.  Examinations  and  investigations. 

'"Sec.  311.  Injunctions  and  other  orders. 

"Sec.  312.  Conflicts  of  interest. 

""Sec.  313.  Removal  or  suspension  of  direc- 
tors and  officers  of  licensees. 

""Sec.  314.  Unlawful  acts  and  omissions  by 
officers,  directors,  employees, 
or  agents;  breach  of  fiduciary 
duty. 

"'Sec.  315.  Penalties  and  forfeitures. 

""Sec.  316.  Jurisdiction  and  service  of  proc- 
ess. 

""Sec.  317.  Interest  subsidy. 

""Sec.  318.  Joint  ownership  of  companies, 
benefits. 

"Sec.  319.  Preferred  stock  asset  coverage  re- 
quirement, exemption. 

"Sec.  320.  Guaranteed  obligations  not  eligi- 
ble for  purchase  by  Federal  Fi- 
nancing Bank. 

"Sec.  321.  Issuance  and  guarantee  of  trust 
certificates. 

"Sec.  322.  Transfer  and  phase-out. 
"Part  B 

"Sec.  351.  Purposes. 

"Sec.  352.  The  Corporation  for  Small  Busi- 
ness Investment. 

"Sec.  353.  Common  and  preferred  stock. 

"Sec.  354.  Obligations  and  securities. 

"Sec.  355.  Legal  investments  and  exempt  se- 
curities. 

"Sec.  356.  Loan  and  investment  operations. 

"Sec.  357.  Qualification  of  small  business 
investment  companies. 

"Sec.  358.  Operations  of  small  business  in- 
vestment companies. 

"Sec.  359.  Special  small  business  invest- 
ment companies. 

""Sec.  360.  Audits  and  reports. 

"Sec.  361.  Transfer  of  SBA  guaranteed  se- 
curities to  the  Corporation. 

"'Sec.  362.  Participating  Incentive  Revolving 
Fund. "; 

and 
(2) 

prior 


by    inserting   the   following    heading 
to  section  301: 

"Part  A". 
Sec  9005.  Title  III  of  the  Small  Business 
Investment  Act  of  1958  is  amended  by  in- 
serting the  following  new  sections  at  the 
end  thereof: 

"Part  B 
"purposes 
"Sec.  351.  The  Congress  hereby  declares 
that  the  purposes  of  Part  B  of  this  title 
are— 

""(1)  to  establish  a  Government-sponsored 
private  corporation  which  will  be  financed 
by  private  capital  and  which  will  serve  as  a 
secondary  market  and  warehousing  facility 
for  loans  and  investments  in  small  business 
investment  companies,  including  loans  guar- 
anteed by  the  Small  Business  Administra- 
tion, and  will  provide  liquidity  for  small 
business  loans  and  investments: 


"(2)  to  encourage  the  formation  of  new 
small  business  investment  companies  and  to 
stimulate  and  supplement  the  orderly  and 
necessary  flow  of  private  equity  capital  and 
long-term  loan  funds  to  and  improve  the 
distribution  of  investment  capital  available 
for  small-business  concerns  as  defined  under 
this  Act;  and 

""(3)  to  provide  for  an  orderly  transfer  of 
certain  functions  of,  and  securities  guaran- 
teed or  owned  by,  the  Small  Business  Ad- 
ministration to  the  Corporation  for  Small 
Business  Investment  as  constituted  under 
this  title. 

""THE  corporation  FOR  SUAU.  BUSINESS 
INVESTMENT 

"Sec.  352.  (a)  There  is  hereby  created  a 
body  corporate  to  be  known  as  the  Corpora- 
tion for  Small  Business  Investment  (herein- 
after referred  to  as  the  Corporation).  The 
Corporation  shall  have  succession  until  dis- 
solved. It  shall  maintain  its  principal  office 
in  the  District  of  Columbia  and  shall  be 
deemed,  for  purposes  of  venue  and  jurisdic- 
tion in  civil  actions,  to  be  a  resident  and  citi- 
zen thereof.  Offices  may  be  established  by 
the  Corporation  in  such  other  place  or 
places  it  may  deem  necessary  or  appropriate 
for  the  conduct  of  its  business. 

"(b)  The  Corporation,  including  its  fran- 
chise, capital,  reserves,  surplus,  mortgages, 
or  other  security  holdings,  and  income,  shall 
be  exempt  from  all  taxation  now  or  hereaf- 
ter imposed  by  any  State,  or  by  any  county, 
municipality,  or  local  taxing  authority, 
except  that  any  real  property  of  the  Corpo- 
ration shall  be  subject  to  State,  county,  mu- 
nicipal, or  local  taxation  to  the  same  extent 
according  to  its  value  as  other  real  property 
is  taxed. 

"(c)  Within  sixty  days  of  the  date  of  en- 
actment of  part  B  of  this  title,  an  interim 
Board  of  Directors  of  the  Corporation  shall 
be  appointed  by  the  President,  one  of  whom 
the  President  shall  designate  as  interim 
Chairman.  The  interim  Board  shall  consist 
of  five  members,  two  of  whom  shall  t)e  rep- 
resentative of  small  business,  two  of  whom 
shall  be  representative  of  small  business  in- 
vestment companies,  and  one  of  whom  shall 
be  the  Administrator.  The  interim  Board 
shall  arrange  for  an  initial  offering  of 
common  stock  and  take  whatever  other  ac- 
tions are  necessary  to  proceed  with  the  op- 
erations of  the  Corporation. 

"(d)  The  Corporation  shall  have  a  perma- 
nent Board  of  Directors  which  shall  consist 
of  fifteen  persons.  When  small  business  in- 
vestment companies  have  purchased  and 
fully  paid  for  $15,000,000  of  common  stock 
of  the  Corporation,  the  holders  of  such 
common  stock  shall  elect  ten  members  to 
the  Board  of  Directors.  The  President  shall 
appoint  the  remaining  five  directors. 

"(e)  At  the  time  the  events  described  in 
subsection  (d)  of  this  section  have  occurred, 
the  interim  Board  shall  turn  over  the  af- 
fairs of  the  Corporation  to  the  permanent 
Board  of  Directors.  The  directors  appointed 
by  the  President  shall  serve  at  the  pleasure 
of  the  President  and  until  their  successors 
have  been  appointed  and  have  qualified. 
The  Board  shall  at  all  times  have  as  mem- 
bers appointed  by  the  President  at  least  one 
person  from  a  small  business  investment  ■ 
company  operating  under  section  359  of  this 
Act,  and  two  persons  who  shall  be  repre- 
sentative of  small  business.  The  directors 
elected  by  the  common  shareholders  shall 
each  be  elected  for  a  term  ending  on  the 
date  of  the  next  annual  meeting  of  the 
common  stockholders  of  the  Corporation, 
and  shall  serve  until  their  successors  have 
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been  elected  and  have  qualified.  Any  ap- 
pointive seat  on  the  Board  which  becomes 
vacant  shall  be  filled  by  appointment  of  the 
President.  Any  elective  seat  on  the  Board 
which  becomes  vacant  after  the  annual  elec- 
tion of  the  directors  shall  be  filled  by  the 
Board,  but  only  for  the  unexpired  portion 
of  the  term. 

"(f)  The  Board  shall  determine  the  gener- 
al policies  which  shall  govern  the  operations 
of  the  Corporation.  The  Board  shall  select, 
appoint,  and  compensate  qualified  persons 
to  fill  the  offices  as  may  be  provided  for  in 
the  bylaws,  with  such  executive  functions, 
powers,  and  duties  as  may  be  prescribed  by 
the  bylaws  or  by  the  Board  of  Directors, 
and  such  persons  shall  be  the  executive  offi- 
cers of  the  Corporation  and  shall  discharge 
all  such  executive  functions,  powers  and 
duties. 

"<g)  The  Corporation  shall  have  power— 

"(1)  to  sue  and  be  sued,  complain  and 
defend,  in  its  corporate  name  and  through 
its  own  counsel; 

"(2)  to  adopt,  alter,  and  use  the  corporate 
seal,  which  shall  be  judicially  noticed: 

"(3)  to  adopt,  amend,  and  repeal  by  its 
Board  of  Directors,  bylaws,  rules,  and  regu- 
lations as  may  be  necessary  for  the  conduct 
of  its  business; 

"(4)  to  conduct  its  business,  carry  out  its 
operations,  and  have  officers  and  exercise 
the  powers  granted  by  this  section  in  any 
State  without  regard  to  any  qualification,  li- 
censing or  similar  statute  in  any  State; 

"(5)  to  lease,  purchase,  or  otherwise  ac- 
quire, own.  hold.  Improve,  use,  or  otherwise 
deal  in  and  with  any  property,  real,  person- 
al, or  mixed,  or  any  interest  therein,  wher- 
ever situated; 

■•(6)  to  accept  gifts  or  donations  of  serv- 
ices, or  of  property,  real,  personal,  or  mixed, 
tangible  or  intangible,  in  aid  of  any  of  the 
purjjoses  of  the  Corporation; 

•■(7)  to  sell,  convey,  mortgage,  pledge, 
lease,  exchange,  and  otherwise  dispose  of  its 
property  and  assets; 

■•(8)  to  appoint  such  attorneys,  officers, 
employees,  and  agents  as  may  be  required, 
determine  their  qualifications,  define  their 
duties,  fix  their  compensation,  require 
bonds  for  them  and  fix  the  penalty  thereof: 
and 

■•(9)  to  enter  into  contracts,  to  execute  in- 
struments, to  incur  liabilities,  and  to  do  all 
things  as  are  necessary  or  incidental  to  the 
proper  management  of  its  affairs  and  the 
proper  conduct  of  its  business. 

"(h)  When  the  permanent  Board  of  Direc- 
tors is  duly  constituted  and  the  Corporation 
is  ready  to  conduct  business,  it  shall  so 
notify  the  Administration. 

"COMMON  AND  PREFERRED  STOCK 

"Sec.  353.  (a)(1)  The  Corporation  shall 
have  voting  common  stock,  having  such  par 
value  as  may  t>e  fixed  by  its  Board  of  Direc- 
tors from  time  to  time,  which  may  be  issued 
only  to  small  business  investment  compa- 
nies. Each  share  of  voting  common  stock 
shall  be  vested  with  all  voting  rights,  each 
share  being  entitled  to  one  vote  with  rights 
of  cumulative  voting  at  all  elections  of  direc- 
tors. The  free  transferability  of  the  voting 
common  stock  at  all  time  to  any  person, 
firm,  corporation,  or  other  entity  shall  not 
be  restricted  except  for  the  restriction  in 
subparagraph  (S)(B)  of  this  subsection  and 
except  that,  as  to  the  Corporation,  it  shall 
be  transferable  only  on  the  t>ooks,  of  the 
Corporation.  The  initial  maximum  numl)er 
of  shares  of  voting  common  st(x:k  that  the 
Corporation  may  issue  and  have  outstand- 
ing shall  be  100,000,000  shares.  The  maxi- 
mum number  of  shares  of  voting  common 


stock  may  be  increased  or  decreased  by  the 
affirmative  vote  of  the  holders  of  at  least  a 
majority  of  the  total  outstanding  shares. 

"(2)  The  Corporation  is  authorized  to 
issue  nonvoting  common  stock  having  such 
par  value  as  may  be  fixed  by  its  Board  of  Di- 
rectors from  time  to  time.  The  initial  maxi- 
mum number  of  shares  of  nonvoting 
common  stock  that  the  Corporation  may 
issued  and  have  outstanding  shall  be 
100,000,000  shares.  The  maximum  number 
of  shares  of  nonvoting  common  stock  may 
be  increased  or  decreased  by  the  affirmative 
vote  of  the  holders  of  at  least  a  majority  of 
the  total  outstanding  shares.  Any  nonvoting 
common  share  issued  shall  be  fully  transfer- 
able, except  that,  as  to  the  Corporation,  it 
shall  be  transferable  only  on  the  books  of 
the  Corporation. 

"(3)  The  holders  of  the  voting  or  nonvot- 
ing common  stock  shall  not  have  preemp- 
tive rights. 

"(4)  In  order  to  accumulate  funds  for  its 
capital  surplus  account  from  private 
sources— 

"(A)  the  Corporation  shall  require  each 
small  business  investment  company  to  make 
payments  of  nonrefundable  capital  contri- 
butions not  to  exceed  two  per  centum  of  the 
private  capital  of  each  such  company: 

"(B)  the  Corporation  also  may  require 
each  small  business  investment  company  to 
make  payments  of  nonrefundable  capital 
contributions  not  to  exceed  two  per  centum 
of  any  increases  in  the  private  capital  of 
each  such  company:  and 

"(C)  the  Corporation  also  may  require 
eaw;h  small  business  investment  company 
which  sells  a  small  business  investment  se- 
curity to  the  Corporation  to  make,  or 
commit  to  make,  a  nonrefundable  capital 
contribution  not  to  exceed  one  per  centum 
of  the  unpaid  principal  balance  of  such  se- 
curity: 

"(5)(A)  The  Corporation,  from  time  to 
time,  shall  issue  to  each  small  business  in- 
vestment company  its  voting  common  stock 
evidencing  any  capital  contributions  made 
pursuant  to  paragraph  (4)  of  this  subsec- 
tion. 

"(B)  Such  voting  common  stock  shall  be 
retained  by  such  companies  for  a  period  of 
not  less  than  three  years,  subject  to  such 
conditions  as  may  be  established  by  the  Cor- 
poration. 

"(C)  In  addition,  the  Corporation  may 
issue  shares  of  nonvoting  common  stock  in 
return  for  appropriate  payments  into  cap- 
ital or  capital  and  surplus. 

■(D)  Such  dividends  as  may  be  declared  by 
the  Board  of  Directors  in  its  discretion  shall 
be  paid  by  the  Corporation  to  the  holders  of 
its  voting  and  nonvoting  common  stock. 

"(6)  Notwithstanding  any  other  provision 
of  law,  any  depository  institution,  as  defined 
in  section  19(b)(1)(A)  of  the  Federal  Re- 
serve Act  (12  U.S.C.  461(b)(1)(A),  shall  be 
authorized  to  make  payments  to  the  Corpo- 
ration of  the  capital  contributions  referred 
to  in  this  subsection,  to  receive  stock  of  the 
Corpwration  evidencing  such  capital  contri- 
butions, to  dispose  of  such  stock,  subject  to 
the  provisions  of  this  title. 

'(b)(1)  The  Corporation  is  authorized  to 
issue  nonvoting  preferred  stock,  having  such 
par  value  as  may  be  fixed  by  its  Board  of  Di- 
rectors from  time  to  time.  Any  preferred 
share  issued  shall  be  freely  transferable, 
except  that,  as  to  the  Corporation,  it  shall 
be  transferable  only  on  the  books  of  the 
Corporation. 

"(2)  The  holders  of  the  preferred  shares 
shall  be  entitled  to  such  rate  of  cumulative 
dividends  and  such  shares  shall  be  subject 


to  such  redemption  or  other  conversion  pro- 
visions as  may  be  provided  for  at  the  time  of 
issuance.  No  dividends  shall  be  payable  on 
any  share  of  common  stock  at  any  time 
when  any  dividend  is  due  on  any  share  of 
preferred  stock  and  has  not  been  paid.  The 
Corporation  may  prescribe  that  any  class  of 
preferred  stock  of  the  Corporation  may  be 
converted  into  voting  or  nonvoting  common 
stock  of  the  Corporation. 

"(3)  In  the  event  of  any  liquidation,  disso- 
lution, or  winding  up  of  the  Corporation's 
business,  the  holders  of  the  preferred  shares 
shall  be  paid  in  full  at  par  value  thereof, 
plus  all  accrued  dividends,  before  the  hold- 
ers of  the  common  shares  receive  any  pay- 
ment. 

"OBLIGATIONS  AND  SECURITIES 

"Sec.  354.  (a)  The  Corporation  is  author- 
ized to  issue  and  have  outstanding  obliga- 
tions having  such  maturities  and  bearing 
such  rate  or  rates  of  interest  as  may  be  de- 
termined by  the  Corporation.  Such  obliga- 
tions shall  be  issued  at  such  times,  bear  in- 
terest at  such  rates,  and  contain  such  terms 
and  conditions  as  the  Corporation  shall  de- 
termine, with  the  approval  of  the  Secretary 
of  the  Treasury.  Such  obligations  may  be 
redeemable  at  the  option  of  the  Corporation 
before  maturity  in  such  manner  as  may ^  be 
stipulated  therein.  The  Corporation  shall 
insert  appropriate  language  in  each  of  its 
obligations  issued  under  this  section  and 
under  section  356  clearly  indicating  that 
such  obligations,  together  with  the  interest 
thereon,  are  not  guaranteed  by  the  United 
States  and  do  not  constitute  a  debt  or  obli- 
gation of  the  United  States  or  of  any  agency 
or  instrumentality  thereof  other  than  the 
Corporation.  The  Corporation  is  authorized 
to  purchase  in  the  open  market  any  of  its 
obligations  outstanding  under  this  subsec- 
tion at  any  time  and  at  any  price.  Any  obli- 
gation or  security  of  the  Corporation  may 
be  issued  and  sold  in  definitive  form,  in 
book  entry  form  or  in  such  other  form,  with 
or  without  delivery  of  physical  evidence  of 
ownership,  as  shall  be  prescribed  by  the 
Corporation. 

"(b)  For  the  purposes  of  this  section,  the 
Corporation  is  authorized  to  issue  obliga- 
tions which  are  subordinated  to  any  or  all 
other  obligations  of  the  Corporation,  includ- 
ing subsequent  obligations.  The  obligations 
issued  under  this  section  shall  have  such 
maturities  and  bear  such  rate  or  rates  of  in- 
terest as  may  be  determined  by  the  Corpo- 
ration and  may  be  made  redeemable  at  the 
option  of  the  Corporation  before  maturity 
in  such  manner  as  may  be  stipulated  in  such 
obligations.  Any  of  such  obligations  may  be 
convertible  into  shares  of  common  stock  in 
such  manner,  at  such  price  or  prices,  and 
such  time  or  times  as  may  be  stipulated 
therein. 

"(c)  The  Secretary  of  the  Treasury,  in  his 
discretion,  may  purchase  any  obligations 
issued  by  the  Corporation  pursuant  to  sub- 
section (a)  of  this  section  as  now  or  hereaf- 
ter in  force  and  for  such  purpose  the  Secre- 
tary of  the  Treasury  is  authorized  to  use  as 
a  public  debt  transaction  the  proceeds  of 
the  sale  of  any  securities  hereafter  issued 
under  the  Second  Liberty  Bond  Act  (40 
Stat.  228),  as  amended,  as  now  or  hereafter 
in  force,  and  the  purposes  for  which  securi- 
ties may  be  issued  under  such  Act,  as  now  or 
hereafter  in  force,  are  extended  to  include 
such  purchases.  The  authorities  provided  to 
the  Secretary  of  the  Treasury  by  the  pre- 
ceding sentence  shall  be  effective  only  to 
such  extent  and  in  such  amounts  as  are  pro- 
vided  in  advance   in  appropriations  Acts. 
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The  Secretary  of  the  Treasury  shall  not  at 
any  time  purchase  any  obligations  under 
this  subsection  if  such  purchase  would  in- 
crease the  aggregate  principal  amount  of 
his  then  outstanding  holdings  of  such  obli- 
gations under  this  subsection  to  an  amount 
greater  than  $500,000,000.  Each  purchase  of 
obligations  by  the  Secretary  of  the  Treasury 
under  this  subsection  shall  be  on  terms  and 
conditions  as  shall  be  determined  by  the 
Secretary  of  the  Treasury,  taking  into  con- 
sideration the  current  average  rate  on  out- 
standing marketable  obligations  to  the 
United  States  of  comparable  maturities  as 
of  the  last  day  of  the  month  preceding  the 
making  of  such  purchase.  The  Secretary  of 
the  Treasury  may,  at  any  time,  sell,  on  such 
terms  and  conditions  and  at  such  price  or 
prices  as  the  Secretary  may  determine,  any 
of  the  obligations  acquired  by  the  Secretary 
under  this  section.  All  redemptions,  pur- 
chases, and  sales  by  the  Secretary  of  the 
Treasury  of  such  obligations  under  this  sec- 
tion shall  be  treated  as  public  debt  transac- 
tions of  the  United  States. 

"LEGAL  INVESTMENTS  AND  EXEMPT  SECURITIES 

"Sec.  355.  All  obligations  issued  by  the 
Corporation  pursuant  to  sections  354  and 
356,  all  preferred  stock  issued  by  the  Corpo- 
ration pursuant  to  section  353(b)  and  all  ob- 
ligations guaranteed  by  the  Corporation 
pursuant  to  section  356  shall  be  lawful  in- 
vestments, and  may  be  accepted  as  security 
for  all  fiduciary,  trust,  and  public  funds,  the 
investment  or  deposit  of  which  shall  be 
under  authority  or  control  of  the  United 
States  or  of  any  officer  or  officers  thereof. 
All  stock  and  obligations  issued  by  the  Cor- 
poration shall  be  deemed  to  be  exempt  secu- 
rities within  the  meaning  of  laws  adminis- 
tered by  the  Securities  and  Exchange  Com- 
mission, to  the  same  extent  as  securities 
which  are  direct  obligations  of,  or  obliga- 
tions guaranteed  as  to  principal  or  interest 
by,  the  United  States.  The  Corporation 
shall,  for  the  purposes  of  section  14(b)(2)  of 
the  Federal  Reserve  Act  (12  U.S.C.  355(2)), 
be  deemed  to  be  an  agency  of  the  United 
States.  The  obligations  of  the  Corporation 
shall  be  deemed  to  be  obligations  of  the 
United  States  for  purposes  of  section  3124 
of  title  31,  United  States  Code.  For  the  pur- 
pose of  section  101(39)  of  title  11,  United 
States  Code,  the  Corporation  shall  be 
deemed  to  be  an  agency  of  the  United 
States;  however,  for  the  purpose  of  section 
101(33)  of  title  11,  United  States  Code,  the 
Corporation  shall  not  be  deemed  to  be  a 
governmental  unit,  but  instead  shall  be 
deemed  to  be  a  corporation. 

"LOAN  AND  INVESTMENT  OPERATIONS 

"Sec.  356.  (a)  After  the  permanent  Board 
of  Directors  has  been  duly  constituted  and 
the  debentures  purchased  as  provided  in 
section  361  of  this  Act,  the  Corporation  is 
authorized,  subject  to  the  provisions  of  this 
section,  pursuant  to  commitments  or  other- 
wise, to  make  advances  on  the  security  of. 
purchase,  or  repurchase,  service,  sell  or 
resell,  offer  participations  or  pooled  inter- 
ests or  otherwise  deal  in.  at  prices  and  on 
terms  and  conditions  determined  by  the 
Corporation,  small  business  investment  se- 
curities. 

"(b)  Notwithstanding  the  provisions  of 
any  State  law  to  the  contrary,  including  the 
Uniform  Commercial  Code  as  in  effect,  in 
any  State,  a  security  or  ownership  interest 
in  small  business  investment  securities  cre- 
ated by  the  Corporation  or  by  any  eligible 
small  business  investment  company  may  be 
perfected  either  through  the  taking  of  pos- 
session of  such  securities  or  by  the  filing  of 


notice  of  such  interest  in  such  securities  in 
the  manner  provided  by  such  State  law  for 
perfection  of  security  or  ownership  interests 
in  accounts. 

"(c)  The  Corporation  is  authorized  to 
guarantee  securities  based  on  or  secured  by 
pools  or  trusts  of  the  small  business  invest- 
ment securities  eligible  for  purchase  by  the 
Corporation  under  this  section  and  to  act 
either  as  issuer  or  as  guarantor  of  such  se- 
curities issued  by  an  eligible  small  business 
investment  company.  Such  securities  shall 
bear  interest  at  a  rate  equal  to  the  rate  on 
the  underlying  small  business  investment 
securities  less  an  allowance  for  servicing  and 
other  expenses  as  determined  by  the  Corpo- 
ration. 

"(d)  Securities  issued  pursuant  to  subsec- 
tion (c)  of  this  section  may  be  in  the  form  of 
debt  obligations  secured  by  pools  of  loans, 
or  trust  certificates  of  beneficial  ownership 
in  such  pools  of  loans  or  both.  Small  busi- 
ness investment  securities  set  -aside  pursu- 
ant to  the  offering  of  participations  or 
pooled  interests  shall  at  all  times  provide 
for  payments  that,  in  the  reasonable  judg- 
ment of  the  Corporation,  are  adequate  to 
ensure  the  timely  principal  and  interest 
payments  on  such  securities. 

"(e)  Nothing  contained  in  this  section 
shall  be  construed  to  impede  small  business 
investment  companies  operating  under  sec- 
tion 359  of  this  Act  from  receiving  a  propor- 
tionate and  fair  share  of  available  funds. 

"QDALiriCATION  OF  SMALL  BUSINESS 
INVESTMENT  COMPANIES 

"SEC.  357.  (a)  The  Corporation  shall  estab- 
lish appropriate  criteria  for  the  qualifica- 
tion of  small  business  investment  companies 
to  conduct  business  with  the  Corporation. 
Such  criteria  may  include,  among  other 
things,  the  general  business  reputation  and 
character  of  the  owners  and  management  of 
the  small  business  investment  company,  and 
the  probability  of  successful  operations  of 
such  small  business  investment  company,  in- 
cluding adequate  profitability  and  financial 
soundness.  Licensees  in  good  standing  which 
make  capital  contributions  and  acquire  and 
maintain  common  stock  of  the  Corporation 
pursuant  to  section  353(a)  of  this  Act.  con- 
tract with  the  Corporation  pursuant  to  the 
provisions  of  section  358(a)  of  this  Act.  and 
authorize  the  release  of  records  to  the  Cor- 
poration pursuant  to  section  322(d)  of  this 
Act  shall  be  deemed  to  be  qualified  under 
this  section. 

"(b)  Each  small  business  investment  com- 
pany authorized  to  operate  under  the  au- 
thority of  Part  B  of  this  title  shall  have  pri- 
vate capital  of  not  less  than  $1,000,000.  In 
all  cases,  such  private  capital  shall  be  in  an 
amount  adequate  to  assure  a  reasonable 
prospect  that  the  company  will  be  operated 
soundly  and  profitably,  and  managed  active- 
ly and  prudently. 

"(c)  Notwithstanding  the  provisions  of 
section  23 A  of  the  Federal  Reserve  Act  (12 
U.S.C.  371c).  ownership  interests  in  small 
business  investment  companies  shall  be  eli- 
gible for  purchase  by  national  banks,  and 
shall  be  eligible  for  purchase  by  other 
member  banks  of  the  Federal  Reserve 
System  and  nonmember  insured  banks  to 
the  extent  permitted  under  applicable  State 
law:  except  that  in  no  event  may  any  such 
bank  acquire  ownership  interests  in  any 
small  business  investment  company  if.  upon 
the  making  of  that  acquisition  the  aggre- 
gate amount  of  ownership  interest  in  small 
business  investment  companies  then  held  by 
the  bank  would  exceed  five  per  centum  of 
its  capital  and  surplus. 


"(d)  Each  small  business  investment  com- 
pany shall  have  authority  to  purchase  stock 
issued  by  the  Corporation  and  to  borrow 
money  and  to  issue  its  debenture  bonds, 
promissory  notes,  or  other  obligations  under 
such  general  conditions  and  subject  to  such 
rules  as  the  Corporation  may  prescribe. 

"(e)  Thirty  days  after  the  Administration 
receives  notice  from  the  Corporation  pursu- 
ant to  section  352(h)  of  this  Act.  the  provi- 
sions of  sections  301-306  inclusive,  sections 
308-318  inclusive,  and  sections  320  and  321. 
of  this  Act  shall  be  inapplicable  to  small 
business  investment  companies  which  qual- 
ify under  section  357(a)  or  section  359(a)  of 
this  Act  and  which  remain  qualified  to  con- 
duct business  with  the  Corporation. 

"(f)  All  specific  references  to  small  busi- 
ness investment  companies  operating  under 
the  Small  Business  Investment  Act  of  1958 
in  any  law  of  the  United  States,  or  regula- 
tions promulgated  thereunder  by  any 
agency  of  the  United  SUtes  Government,  or 
any  law  of  any  State  in  effect  on  the  effec- 
tive date  of  part  B  of  this  title,  shall  be 
deemed  to  refer  to  and  include  small  busi- 
ness investment  companies  operating  under 
the  provisions  of  such  Part. 

"OPERATIONS  OP  SMALL  BUSINESS  INVESTMENT 
COMPANIES 

"Sec.  358.  (a)  The  Corporation  shall  enter 
into  agreements  with  small  business  invest- 
ment companies  qualified  under  section  357 
or  section  359  of  this  Act  governing  the  op- 
erations of  such  companies,  in  accordance 
with  the  provisions  and  purposes  of  this 
title. 

■(b)  Each  small  business  investment  com- 
pany is  authorized  to  provide  equity  capital 
and  loans  to  small-business  concerns,  in 
such  manner  and  under  such  terms  as  the 
small  business  investment  company  may  fix 
in  accordance  with  the  rules  of  the  Corpora- 
tion. Equity  investments  and  loans  made 
under  this  section  may  be  made  directly  or 
in  cooperation  with  other  investors  or  lend- 
ers on  a  participation  or  guaranteed  basis. 
Each  small  business  investment  company 
may  provide  consulting  and  advisory  serv- 
ices on  a  fee  basis  and  have  on  its  staff  per- 
sons competent  to  provide  such  services. 

"(c)  Small  business  investment  companies 
shall  engage  only  in  the  activities  contem- 
plated by  this  title  and  in  no  other  activi- 
ties. 

"(d)  For  the  purpose  of  eliminating  con- 
flicts of  interest  which  may  be  detrimental 
to  small-business  concerns,  to  small  business 
investment  companies,  to  the  shareholders 
or  partners  of  either,  to  the  Corporation,  or 
to  the  purposes  of  part  B  of  this  title,  the 
Corporation  shall  adopt  rules  to  govern 
transactions  with  any  officer,  director, 
shareholder,  or  partner  of  any  small  busi- 
ness investment  company,  or  with  any 
person  or  concern,  in  which  any  interest, 
direct  or  indirect,  financial  or  otherwise,  is 
held  by  any  officer,  director,  shareholder,  or 
partner  of  ( 1 )  any  small  business  investment 
company,  or  (2)  any  person  or  concern  with 
an  interest,  direct  or  indirect,  financial  or 
otherwise,  in  any  small  business  investment 
company. 

"(e)  The  Corporation  shall  adopt  rules 
which  shall  provide  that  small  business  in- 
vestment companies,  either  singularly  or 
jointly,  shall  not  be  permitted  to  assume 
control  over  small-business  concerns  except 
on  a  temporary  basis  if  reasonably  neces- 
sary for  the  protection  of  its  investment  and 
then  only  under  restrictions  as  determined 
by  the  Corporation. 
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"(f)  Except  as  otherwise  provided  by  the 
rules  of  the  Corporation,  financings  of 
small-business  concerns  by  small  business 
Investment  companies  shall  be  for  a  mini- 
mum period  of  five  years.  In  the  case  of 
Bm&ll  business  Investment  companies  oper- 
ating under  section  359  of  this  Act.  financ- 
ings shall  be  for  the  minimum  period  of 
four  years,  except  as  otherwise  provided  by 
the  rules  of  the  Corporation. 

"(g)  Without  the  approval  of  the  Corpora- 
tion, the  aggregate  amount  of  obligations 
and  securities  acquired  and  for  which  com- 
mitments may  be  issued  by  any  small  busi- 
ness investment  company  under  the  provi- 
sions of  this  title  for  any  single  enterprise 
shall  not  exceed  20  per  centum  of  the  pri- 
vate capital  of  such  company.  In  the  case  of 
small  business  investment  companies  oper- 
ating under  section  359  of  this  Act.  the  limi- 
tation shall  be  30  per  centum. 

"(h)  Small  biisiness  investment  companies 
shall  not  provide  financing  to  a  small-busi- 
ness concern  for  re-lending,  foreign  invest- 
ments, passive  investments  or  the  acquisi- 
tion of  farm  land.  For  purposes  of  this  sub- 
section, farm  land'  shall  mean  land  which  is 
or  is  intended  to  be  used  for  agricultural  or 
forestry  purposes,  such  as  the  production  of 
food,  fiber,  or  wood,  or  is  so  taxed  or  zoned, 
"(i)  Each  small  business  investment  com- 
pany shall  be  subject  to  an  annual  audit  and 
shall  make  such  reports  to  the  Corporation 
at  such  times  and  in  such  form  as  the  Cor- 
poration may  require.  The  Administration 
shall  have  access  to  any  financial  audit  or 
certified  financial  report  filed  with  the  Cor- 
poration by  small  business  investment  com- 
panies having  outstanding  small  business  in- 
vestment securities  which  are  held  by  or 
guaranteed  by  the  Administration. 

"(j)  The  Corporation  shall  adopt  appropri- 
ate measures  to  assure  compliance  by  small 
business  investment  companies  with  the 
provisions  of  this  section.  Failure  by  a  small 
business  investment  company  to  comply 
with  the  provisions  of  this  section  shall  enti- 
tle the  Corporation  to  terminate  or  suspend 
the  agreements  between  the  Corporation 
and  a  small  business  investment  company  or 
to  take  corrective  action  warranted  under 
the  circumstances  which  shall  include,  but 
is  not  limited  to:  suspension  or  termination 
of  agreements  between  the  Corporation  and 
such  company;  assessment  of  penalties 
against  such  company  or  its  officers  or  di- 
rectors; or  removal  or  suspension  of  officers 
or  directors  of  such  company.  In  appropri- 
ate cases,  the  Corporation  is  authorized,  in 
its  discretion,  to  refer  violations  of  the  pro- 
visions of  this  section  to  the  Administration 
for  investigation  or  to  refer  such  violations 
to  the  United  States  attorney  in  the  juris- 
diction in  which  such  violations  may  have 
occurred  or  in  which  the  small  business  in- 
vestment company,  or  its  officers  or  direc- 
tors, are  located. 

"(k)  In  order  to  facilitate  the  orderly  and 
necessary  flow  of  long-term  loans  and 
equity  funds  from  small  business  invest- 
ment companies  to  small-business  concerns, 
the  provisions  of  the  Constitution  or  the 
laws  of  any  State  expressly  limiting  the  rate 
or  amount  of  interest,  discount  points,  fi- 
nance charges  or  other  charges  which  may 
be  charged,  taken,  received,  or  reserved  by 
lenders  shall  not  apply  to  any  business  loan 
made  by  a  small  business  investment  compa- 
ny pursuant  to  provisions  of  this  title.  This 
subsection  shall  apply  to  business  loans 
made  by  a  small  business  investment  compa- 
ny in  any  State  on  or  after  the  effective 
date  of  part  B  of  this  title,  unless  such  State 
adopts  a  law  or  certifies  that  the  voters  of 


such  State  have  voted  in  favor  of  any  provi- 
sion, constitutional  or  otherwise,  which 
states  explicitly  and  by  its  terms  that  such 
State  does  not  want  the  provisions  of  the 
sut>section  to  apply  to  business  loans  made 
in  such  State.  In  any  case  in  which  a  State 
takes  an  action  described  in  this  subsection, 
such  State  law  or  constitutional  or  other 
provision  shall  not  apply  after  the  date  of 
such  action  was  taken  with  respect  to  any 
business  loan  made  by  a  small  business  in- 
vestment company  pursuant  to  a  commit- 
ment to  make  such  loan  which  was  entered 
into  on  or  after  the  effective  date  of  part  B 
of  this  title  and  prior  to  the  date  on  which 
such  action  was  taken. 

"SPECIAL  SMALL  BUSINESS  INVESTMENT 
COMPANIES 

Sec  359.  (a)  The  Corporation  shall  adopt 
reasonable  criteria  regarding  the  qualifica- 
tion of  a  special  type  of  small  business  in- 
vestment company  (hereinafter  referred  to 
as  'special  small  business  investment  compa- 
nies'), the  investment  policy  of  which  is  that 
its  investments  will  be  made  solely  in  disad- 
vantaged small-business  concerns.  Licensees 
in  good  standing  operating  under  the  provi- 
sions of  section  301(d)  of  this  Act  which 
make  capital  contributions  and  acquire  and 
maintain  common  stock  of  the  Corporation 
pursuant  to  section  353(a)  of  this  Act.  con- 
tract with  the  Corporation  pursuant  to  the 
provisions  of  section  358(a)  of  this  Act.  and 
authorize  the  release  of  records  to  the  Cor- 
poration pursuant  to  section  322(d)  of  this 
Act  shall  be  deemed  to  be  qualified  under 
this  section. 

"(b)  In  order  to  benefit  special  small  busi- 
ness investment  companies,  there  is  hereby 
authorized  and  created  a  special-purpose 
trust  (hereinafter  referred  to  as  the  Trust) 
which  shall  operate  in  conjunction  with  the 
Corporation  as  follows: 

"(1)  The  Trust  shall  operate  in  accordance 
with  a  trust  agreement  between  the  Trust 
and  the  Corporation  to  carry  out  the  pur- 
poses of  this  title. 

■•(2)  The  Trust  shall  be  administered  by 
five  trustees,  three  of  whom  shall  be  nomi- 
nated by  the  special  small  business  invest- 
ment companies  and  appointed  by  the 
Board  of  Directors  of  the  Corporation.  At 
least  three  of  the  trustees  shall,  at  all  times, 
be  persons  from  special  small  business  in- 
vestment companies.  One  of  the  trustees 
shall  be  appointed  by  the  President,  to  serve 
at  the  pleasure  of  the  President,  and  one  of 
the  trustees  shall  be  ex-officio.  the  Chair- 
man of  the  Board  of  Directors  of  the  Corpo- 
ration, or  his  designee. 

"(3)  The  nomination  of  trustees  by  special 
small  business  investment  companies  shall 
be  by  vote  of  such  companies,  which  shall 
be  cumulative,  by  number  of  shares  of 
voting  common  stock  of  the  Corporation 
held  by  each  such  company.  Each  of  the 
trustees  nominated  by  the  special  small 
business  investment  companies  shall  be  ap- 
pointed as  trustees  by  the  Board  of  Direc- 
tors of  the  Corporation  unless  such  Board, 
for  good  cause  shown,  refuses  to  approve 
any  such  nominee,  in  which  event  a  new 
nominee  shall  be  nominated  by  the  special 
small  business  investment  companies.  Nomi- 
nees, upon  appointment  by  the  Board,  shall 
serve  for  terms  of  three  years,  and  no  such 
trustee  shall  serve  more  than  two  consecu- 
tive terms. 

"(4)  The  trustees  appointed  by  the  Corpo- 
ration shall  have  custody  and  control  of  the 
trust  estate  to  administer,  sell,  invest  and 
reinvest  the  trust  estate  with  the  care,  skill, 
prudence  and  diligence  under  the  circum- 
stances then  prevailing  that  a  prudent  man 


acting  in  a  like  capacity  and  familiar  with 
such  matters  would  use  in  the  conduct  of  an 
enterprise  of  a  like  character  and  with  like 
aims. 

"(5)  The  Trust  shall  establish  separate  ac- 
counting for  all  preferred  securities,  deben- 
tures, loss  reserves  and  other  funds  acquired 
and  the  application  of  funds  for  the  pur- 
poses specified  in  this  section.  The  trustees 
shall  make  an  annual  accounting  of  the 
Trust's  operations  to  the  Secretary  of  the 
Treasury. 

"(c)  Within  thirty  days  after  the  Adminis- 
tration receives  notice  from  the  Corporation 
pursuant  to  section  352(h)  of  this  Act.  the 
Administration  shall  convey  to  the  Corpora- 
tion in  trust  all  of  the  right,  title,  and  inter- 
est to  all  preferred  securities  and  deben- 
tures issued  by  small  business  investment 
companies  operating  under  authority  of  sec- 
tion 301(d)  of  this  Act,  and  held  by  the  Ad- 
ministration. The  Corporation  shall  grant 
and  convey  to  the  Trust  such  securities  and 
debentures  and  other  funds  designated  for 
the  Trust  in  trust,  to  be  administered  in  ac- 
cordance with  the  provisions  of  this  title. 

(d)  The  Trust  shall  apply  all  of  the  funds 
held  in  trust  and  income  thereon,  dividends 
on  any  preferred  securities  held  in  trust, 
and  interest  on  any  debentures  held  in 
trust,  together  with  the  proceeds  from  any 
retired  preferred  securities  held  in  trust, 
and  proceeds  from  any  maturing  debentures 
held  in  trust— 

"(1)  to  cover  any  losses  realized  on  pre- 
ferred securities  or  debentures  held  in  trust, 
preferred  securities  purchased  by  the  Trust 
in  accordance  with  the  provisions  of  this 
section  or  debentures  purchased  or  guaran- 
teed by  the  Corporation  in  accordance  with 
the  provisions  of  this  section; 

"(2)  to  reduce  the  interest  rate  on  deben- 
tures purchased  or  guaranteed  by  the  Cor- 
poration in  accordance  with  the  provisions 
of  subsection  (e)  of  this  section: 

"(3)  to  purchase  preferred  securities  in  ac- 
cordance with  the  provisions  of  subsection 
(e)  of  this  section;  and 

■'(4)  to  cover  the  operating  costs  of  admin- 
istering the  Trust. 

"(e)  The  trustees  of  the  Trust  are  author- 
ized to  purchase  preferred  securities,  and 
the  Corporation  is  authorized  to  purchase, 
or  to  guarantee  the  timely  payment  of  all 
principal  and  interest  payments  as  sched- 
uled, on  debentures  issued  by  special  small 
business  investment  companies.  Such  pur- 
chases or  guarantees  may  be  on  such  terms 
and  conditions  as  the  Trust  or  the  Corpora- 
tion deems  appropriate,  subject  to  the  fol- 
lowing: 

"(1)  The  Trust  may  purchase  shares  of 
nonvoting  stock  (or  other  securities  having 
similar  characteristics)  issued  by  special 
small  business  investment  companies,  pro- 
vided— 

"(A)  dividends  are  preferred  and  such  se- 
curities are  subject  to  such  rate  of  cumula- 
tive dividends,  redemption  or  other  conver- 
sion provisions,  terms  and  conditions  as  may 
be  determined  by  the  Trust; 

"(B)  on  liquidation  or  redemption,  the 
Trust  is  entitled  to  the  preferred  payment 
of  the  par  value  of  such  securities:  and  prior 
to  any  distribution  (other  than  to  the 
Trust)  the  Trust  shall  l)e  paid  any  amounts 
as  may  be  due  pursuant  to  subparagraph 
(A)  of  this  paragraph: 

"(C)  the  purchase  price  shall  be  at  a  price 
determined  by  the  Trust  and,  in  any  one 
sale,  $50,000  or  more;  and 

"(D)  the  amount  of  such  securities  pur- 
chased and  outstanding  at  any  one  time 
shall  not  exceed  200  per  centum  of  the  pri- 
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vate  capital  of  such  company.  The  amount 
of  such  securities  purchased  by  the  Trust  in 
excess  of  100  per  centum  of  such  private 
capital  from  any  company  may  not  exceed 
an  amount  equal  to  the  amount  of  \X&  funds 
invested  in  or  legally  committed  to  be  in- 
vested in  venture  capital  as  determined  by 
the  Trust.  For  the  purpose  of  the  subsec- 
tion, the  term  'venture  capital'  means  stock 
of  any  class  (including  preferred  stock)  or 
limited  partnership  interests,  or  shares  in  a 
syndicate,  business  trust,  joint  stock  compa- 
ny or  association,  mutual  corporation,  coop- 
erative or  other  ventures  for  profit  or  debt 
instruments  which  are  subordinate  by  their 
terms  to  other  borrowings  of  the  issuer. 

"(2)  The  Corporation  may  purchase  or 
guarantee  debentures  issued  by  special 
small  business  investment  companies  which 
shall  be  subordinate  to  any  other  deben- 
tures, bonds,  promissory  notes  or  other 
debts  and  obligations  of  such  companies 
unless  the  Corporation  in  its  exercise  of  rea- 
sonable investment  prudence  and  in  consid- 
ering the  financial  soundness  of  such  com- 
pany determines  otherwise,  provided— 

"(A)  the  effective  rate  of  interest  during 
the  first  five  years  of  the  term  of  any  de- 
benture purchased  by  the  Corporation 
under  authority  of  this  section  shall  be  at  a 
rate  determined  by  the  Corporation  to  be 
the  rate  of  return  on  comparable  small  busi- 
ness investment  securities  purchased  by  the 
Corporation  reduced  to  such  lower  rate  as 
determined  and  provided  by  the  Trust,  such 
reduction  in  rate  not  to  exceed  3  per  centum 
per  annum;  and 

"(B)  the  amount  of  debentures  purchased 
or  guaranteed  and  outstanding  at  any  one 
time  pursuant  to  this  subsection  or  trans- 
ferred to  the  Trust  under  subsection  (c)  of 
this  section  shall  not  exceed  400  per  centum 
of  a  company's  private  capital  less  the 
amount  of  preferred  securities  outstanding. 

"(3)  Debentures  purchased  and  outstand- 
ing pursuant  to  paragraph  (2)  of  this  sub- 
section (e)  may  be  retired  simultaneously 
with  the  issuance  of  preferred  securities  to 
meet  the  requirements  of  subparagraph 
(2)(B)  of  this  subsection  (e). 

"(f)  The  Trust  and  the  Corporation  are 
authorized  to  extend  the  benefits  of  this 
section  to  any  special  small  business  invest- 
ment company  which  is  owned,  in  whole  or 
in  part,  by  one  or  more  small  business  in- 
vestment companies,  in  accordance  with 
rules  promulgated  by  the  Trust  and  the 
Corptoration. 

"(g)  All  dividends  on  preferred  securities, 
interest  on  debentures,  gains  from  sales  of 
any  securities  and  all  other  income  of  the 
Trust  shall  be  exempted  from  all  taxation 
now  or  hereafter  imposed  by  the  Congress 
or  by  any  State  or  by  any  county,  munici- 
pality, or  local  taxing  authority. 

"(h)  Fifty  years  after  the  effective  date  of 
the  Corporation  for  Small  Business  Invest- 
ment Charter  Act,  all  preferred  securities 
purchased  by  the  Trust  from  special  small 
business  investment  companies  shall  be  re- 
deemed and,  together  with  the  remaining 
corpus  and  interest  of  the  Trust,  less  any 
funds  owed  to  the  Corporation,  shall  be 
transferred  by  the  Trust  to  the  United 
States  Treasury  for  covering  into  miscella- 
neous receipts.  Thereafter,  the  Trust  shall 
be  terminated  and  special  small  business  in- 
vestment companies  operating  under  the  au- 
thority of  this  section  shall  operate  under 
the  authority  of  section  357  of  this  Act. 

"AUDITS  AND  REPORTS 

"Sec.  360.  (a)  The  Administration  shall 
have  review  authority  over  the  Corporation 
to  insure  that  the  public  purposes  of  part  B 


of  this  title  are  carried  out.  The  Administra- 
tion's reviews  shall  cover  the  Corporation's 
criteria  for  the  qualification  of  small  busi- 
ness investment  companies  to  conduct  busi- 
ness with  the  Corporation  and  the  Corpora- 
tion's agreements,  rules  or  regulations  gov- 
erning the  operations  of  small  business  in- 
vestment companies,  but  shall  not  extend  to 
the  Corporation's  internal  operations  such 
as  persoruiel,  salary,  and  other  usual  corpo- 
rate matters. 

"(b)  The  Administration  may  examine  the 
books  and  records  of  the  Corporation  and 
may  require  the  Corporation  to  make  such 
reports  as  the  Administration  deems  desira- 
ble. The  Administration,  not  later  than  Jan- 
uary 31  of  each  year,  shall  report  to  the 
Congress  on  reviews  made  under  this  sec- 
tion. 

"(c)  The  accounts  of  the  Corporation  shall 
be  audited  annually.  Such  audits  shall  be 
conducted  in  accordance  with  generally  ac- 
cepted auditing  standards  by  independent 
certified  public  accountants  who  are  certi- 
fied or  licensed  by  a  regulatory  authority  of 
a  State  or  other  political  subdivision  of  the 
United  States.  A  report  of  each  such  audit 
shall  be  furnished  to  the  Secretary  of  the 
Treasury.  The  audit  shall  be  conducted  at 
the  place  or  places  where  the  accounts  are 
normally  kept.  The  representatives  of  the 
Secretary  shall  have  access  to  all  books,  ac- 
counts, financial  records,  reports,  files,  and 
all  other  papers,  things,  or  property  belong- 
ing to  or  in  use  by  the  Corporation  and  nec- 
essary to  facilitate  the  audit,  and  they  shall 
be  afforded  full  facilities  for  verifying  trans- 
actions with  the  balances  or  securities  held 
by  depositaries,  fiscal  agents,  and  custo- 
dians. 

"(d)  A  report  of  each  such  audit  for  a 
fiscal  year  shall  be  made  by  the  Secretary  of 
the  Treasury  to  the  President  and  to  the 
Small  Business  Committees  of  the  Congress 
not  later  than  six  months  following  the 
close  of  such  fiscal  year.  The  report  shall 
set  forth  the  scope  of  the  audit  and  shall  in- 
clude a  statement  (showing  intercorporate 
relations)  of  assets  and  liabilities,  capital 
and  surplus  or  deficit;  a  statement  of  sur- 
plus or  deficit  analysis;  a  statement  of 
income  and  expense;  a  statement  of  sources 
and  application  of  funds;  and  such  com- 
ments and  information  as  may  be  deemed 
necessary  to  keep  the  President  and  the 
Congress  informed  of  the  operations  and  fi- 
nancial condition  of  the  Corporation,  to- 
gether with  such  recommendations  with  re- 
spect thereto  as  the  Secretary  may  deem  ad- 
visable, including  a  report  of  any  impair- 
ment of  capital  or  lack  of  sufficient  capital 
noted  in  the  audit.  A  copy  of  each  report 
shall  be  furnished  to  the  Administration 
and  to  the  Corporation.  In  addition  to  such 
annual  audits,  the  Corporation  shall  be  sub- 
ject to  audit  by  the  General  Accounting 
Office,  at  the  request  of  either  of  the  Small 
Business  Conunittees  of  the  Congress,  as 
long  as  the  CorF>oration  holds  small  busi- 
ness investment  company  securities  guaran- 
teed by  the  Administration  and  acquired  by 
the  Corporation  pursuant  to  section  361  of 
this  Act. 

"'(e)  The  Corporation  shall,  as  soon  as 
practicable  after  the  end  of  each  fiscal  year, 
transmit  to  the  President,  the  Small  Busi- 
ness Committees  of  the  Congress  and  the 
Administration  a  report  of  its  operations 
and  activities  during  each  year. 

"TRANSFER  OF  SMALL  BUSINESS  ADMINISTRA- 
TION GUARANTEED  SECURITIES  TO  THE  CORPO- 
RATION 

"Sec.  361.  (a)  To  carry  out  the  purposes 
set  forth  in  section  351  of  this  Act.  and  not- 


withstanding any  law.  rule,  or  regulation, 
the  SecreUry  of  the  Trea^ry  is  authorized 
and  directed  to  sell  to  the  Corporation 
during  fiscal  year  1987.  all  of  the  right,  title 
and  interest  to  all  small  business  investment 
company  securities  guaranteed  by  the  Ad- 
ministration and  held  by  the  Federal  Fi- 
nancing Bank  (the  Bank'),  providing  such 
securities  are  due  in  fiscal  year  19M  or  any 
subsequent  year.  The  acquisition  by  the 
Corporation  shall  be  with  full  recourse  to 
the  full  faith  and  credit  guarantee  of  the 
Administration.  The  Corporation  shall  fully 
pay  in  cash  for  such  securities  during  fiscal 
year  1987  at  a  price  equal  to  the  outstand- 
ing principal  balance  of  such  securities, 
except  that  $100,000,000  of  the  purchase 
price  shall  be  paid  by  the  Corporation  to 
the  trustees  for  the  Trust  to  carry  out  the 
trust  functions  specified  in  section  359  of 
this  Act.  Such  securities  shall  not  be  sold  by 
the  Corporation  prior  to  three  years  follow- 
ing their  acquisition  by  the  Corporation.  In- 
terest on  such  securities  shall  accrue  to  the 
benefit  of  the  Bank  up  to  the  date  of  trans- 
fer of  title  of  the  securities  from  the  Bank 
to  the  Corporation. 

"(b)  To  the  extent  the  Corporation  is  pre- 
pared to  conduct  business  during  fiscal  year 
1987.  the  Secretary  of  the  Treasury  is  au- 
thorized to  sell  to  the  Corporation  during 
fiscal  year  1987,  all  of  the  right,  title  and  in- 
terest to  any  small  business  investment 
company  securities  guaranteed  by  the  Ad- 
ministration and  held  by  the  Bank  which 
are  due  in  fiscal  year  1987.  The  acquisition 
by  the  Corporation  shall  be  with  full  re- 
course to  the  full  faith  and  credit  guarantee 
of  the  Administration.  The  Corporation 
shall  fully  pay  in  cash  for  such  securities 
during  fiscal  year  1987  at  a  price  equal  to 
the  outstanding  principal  balance  of  such 
securities.  Such  securities  shall  not  be  sold 
by  the  Corporation  prior  to  three  years  fol- 
lowing their  acquisition  by  the  Corporation. 
Interest  on  such  securities  shall  accure  to 
the  benefit  of  the  Bank  up  to  the  date  of 
transfer  of  title  of  the  securities  from  the 
Bank  to  the  Corporation. 

"PARTICIPATINC  INCENTIVE  REVOLVING  FUND 

"Sec  362.  (a)  The  Corporation  shall  estab- 
lish a  participating  incentive  revolving  fund. 
Annually  and  within  30  days  of  the  close  of 
its  fiscal  year,  the  Corporation  shall  deter- 
mine the  difference  between  the  interest 
income  received  by  the  Corporation  on 
guaranteed  securities  purchased  by  the  Cor- 
poration pursuant  to  section  361  of  this  Act 
and  the  sum  of  (1)  the  amount  of  issuance 
costs  and  interest  payments  made  on  obliga- 
tions incurred  by  the  Corporation  for  the 
purpose  of  acquiring  such  guaranteed  secu- 
rities, including  any  refinancing  thereof; 
and  (2)  the  operating  costs  of  the  Corpora- 
tion to  service  such  guaranteed  securities. 
An  amount  equal  to  the  difference  so  com- 
puted shall  be  deposited  in  the  revolving 
fund  within  10  days  of  the  date  the  determi- 
nation is  made. 

"'(b)  Annually  the  Administration  shall  de- 
termine the  amount  of  net  losses  it  has  real- 
ized on  account  of  claims  under  small  busi- 
ness investment  company  securities  guaran- 
teed by  the  Administration  and  shall  notify 
the  Corporation  of  the  amount  so  deter- 
mined. Prom  the  revolving  fund,  including 
any  interest  earned  thereon,  the  Corpora- 
tion shall  pay  to  the  Administration  an 
amount  equal  to  such  net  losses.  If  the  bal- 
ance in  the  revolving  fund  is  insufficient  to 
pay  the  full  amount  of  net  losses,  any 
amounts  not  so  paid  shall  accrue  as  a  charge 
against  the  fund  and  shall  be  paid  at  the 
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earliest  possible  date.  Except  as  a  charge 
■gainst  the  revolving  fund,  any  such  ac- 
crued charges  shall  not  be  considered  a  li- 
ability of  the  Corporation. 

"(c)  Fifteen  years  after  the  effective  date 
of  part  B  of  this  title,  the  revolving  fund 
shall  terminate:  Provided,  That  the  Corpo- 
ration may  terminate  the  revolving  fund  at 
an  earlier  date  if  the  Administration  certi- 
fies to  the  Corporation  that  all  net  losses  on 
guaranteed  securities  purchased  by  the  Cor- 
poration under  section  361  of  this  Act  have 
been  paid  and  that  there  will  be  no  net 
losses  in  the  future  under  sut)section  (b) 
above.  Any  balances  remaining  in  the  re- 
volving fund  at  the  time  of  termination 
shall  be  distributed  as  follows:  seventy-five 
per  centum  to  the  capital  surplus  account  of 
the  Corporation  and  twenty-five  per  centum 
to  the  Trust  created  under  section  359  of 
this  Act.". 

Sec.  9006.  Section  4(c)(S)  of  the  Small 
Business  Act  (15  U.S.C.  633(c)(5))  is  amend- 
ed- 

(1)  by  striking  clause  (i)  of  subparagraph 
(B): 

(2)  by  striking  "(ii)"  from  subparagraph 
(B): 

(3)  by  striking  from  subparagraph  (C) 
"subsection  (B)(ii)"  and  inserting  "subpara- 
graph (B) ':  and 

(4)  by  striking  from  subparagraph  (C) 
"funds'  and  inserting  "funds:  Provided. 
That  notwithstanding  any  other  law,  rule  or 
regulation,  the  Administration  shall  not 
make  any  payments  to  the  Department  of 
the  Treasury  on  account  of  debentures 
guaranteed  under  title  III  of  the  Small 
Business  Investment  Act  of  1958  after  the 
date  such  debentures  are  sold  to  the  Corpo- 
ration as  provided  in  section  361  of  the 
Small  Business  Investment  Act  of  1958". 

Sec.  9007.  Section  5(b)(2)  of  the  Small 
Business  Act,  (15  U.S.C.  634(b)(2))  is  amend- 
ed by  striking  "collection;"  and  by  inserting 
•collection:  Provided,  That  nothing  in  this 
Act  nor  any  other  law  shall  authorize  the 
Administration  to  sell,  hypothecate,  pledge 
or  in  any  way  encumber  loans  or  debentures 
made  or  issued  by  such  Administration 
except  as  authorized  by  section  361  of  the 
Small  Business  Investment  Act  of  1958;". 

Sec.  9008.  (a)  Section  321(f)(1)  of  the 
Small  Business  Investment  Act  of  1958  is 
amended  by  striking  "development  compa- 
ny; the  interest  rate  paid  by  the  develop- 
ment company"  and  inserting  "licensee  in- 
volved: the  interest  rate  paid  by  the  licensee 
involved";  and 

(b)  Section  18005(b)(2)  of  the  Consolidat- 
ed Omnibus  Budget  Reconciliation  Act  of 
1985  (P.L.  99-272)  is  amended  by  striking 
"sections  504  and  505"  and  inserting  "sec- 
tion 321 '. 

Sec.  9009.  The  sixth  sentence  of  the  sev- 
enth paragraph  of  section  5136  of  the  Re- 
vised SUtutes  of  the  United  States  (12 
U.S.C.  24)  is  amended  by  inserting  after 
"Student  Loan  Marketing  Association"  the 
following  "or  obligations  or  other  instru- 
ments or  securities  of  the  Corporation  for 
Small  Business  Investment,". 

Sec.  9010.  Except  as  otherwise  provided  in 
this  Act.  or  as  otherwise  provided  by  the 
Corporation  or  by  the  laws  hereafter  en- 
acted by  the  Congress  expressly  in  limita- 
tion of  provisions  of  this  Act.  the  powers 
and  functions  of  the  Corjjoration  and  of  the 
Board  of  Directors  shall  be  exercisable,  and 
the  provisions  of  this  Act  shall  be  applicable 
and  effective,  without  regard  to  any  other 
law. 

Sec.  9011.  Notwithstanding  any  other  law 
this  Act  shall  be  applicable  to  the  several 


States,  the  District  of  Columbia,  the  Com- 
monwealth of  Puerto  Rico,  and  the  territo- 
ries and  possessions  of  the  United  States. 
TITLE  X— HOUSE  COMMITTEE  ON  WAYS 
AND  MEANS 
Subtitle  A— OASDI  Provisions 
Subtitle  B— Provisions  Relating  to  Public 
Assistance  and  Unemployment 
Taxes 
Subtitle  C— Provisions  Relating  to  Medicare 
Subtitle  D— Revenue  Provisions 

Subtitle  A— OASDI  Provisions 

SEC.  lOOOI.  ELIMINATION  Of  3-PERCENT  TRICCEK 
FOR  COST-OF-LIVING  INCREASES. 

(a)  Elimination  of  Trigger.— Section 
215(i)(l)(B)  of  the  Social  Security  Act  is 
amended  by  striking  out  "with  respect  to 
which  the  applicable  increase  percentage  is 
3  percent  or  more"  and  inserting  in  lieu 
thereof  "with  respect  to  which  the  applica- 
ble increase  percentage  is  greater  than 
zero". 

(b)  Conforming  Amendments.— 

(1)  In  current  law.— Section  215(i)  of 
such  Act  is  further  amended— 

(A)(i)  by  striking  out  clause  (i)  in  para- 
graph (2)(C)  and  redesignating  clauses  (ii) 
and  (iii)  of  such  paragraph  as  clauses  (i)  and 
(ii),  respectively,  and 

(ii)  by  striking  out  "under  clause  (ii)"  in 
clause  (ii)  of  such  paragraph  as  so  redesig- 
nated and  inserting  in  lieu  thereof  "under 
clause  (i)"; 

(B)  by  inserting  "and  by  section  10001  of 
the  Omnibus  Budget  Reconciliation  Act  of 
1986"  after  "Social  Security  Amendments  of 
1983"  in  paragraph  (4);  and 

(C)  by  striking  out  "because  the  wage  in- 
crease percentage  was  less  than  3  percent" 
in  paragraph  (5)(A)(i)  and  inserting  in  lieu 
thereof  "because  there  was  no  wage  increase 
percentage  greater  than  zero". 

(2)  In  applicable  former  law.— Section 
215(i)  of  such  Act,  as  in  effect  in  December 
1978  and  applied  in  certain  cases  under  the 
provisions  of  such  Act  in  effect  after  Decem- 
ber 1978,  is  amended— 

(A)  by  striking  out  ",  by  not  less  than  3 
per  centum."  in  paragraph  (1)(B>;  and 

(B)(i)  by  striking  out  clause  (i)  of  para- 
graph (2)(C)  and  redesignating  clauses  (ii) 
and  (iii)  of  such  paragraph  as  clauses  (i)  and 
(ii),  respectively,  and 

(ii)  by  striking  out  "under  clause  (ii)"  in 
clause  (ii)  of  such  paragraph  as  so  redesig- 
nated and  inserting  in  lieu  thereof  "under 
clause  (i)". 

(c)  Technical  Amendment  to  SMI  Pro- 
gram.—Section  1839(f)(2)(A)  of  such  Act  is 
amended  to  read  as  follows: 

"(A)  the  monthly  premium  amount  deter- 
mined under  subsection  (a)(2)  for  that  Jan- 
uary reduced  by  the  amount  (if  any)  by 
which  the  monthly  benefit  under  section 
202  or  223  for  that  November,  after  the  de- 
duction of  the  premium  (disregarding  sub- 
section (b))  for  that  individual  for  that  De- 
cember and  after  rounding  under  section 
215(g).  would  exceed  the  monthly  benefit 
under  section  202  or  223  for  that  December, 
after  the  deduction  of  the  monthly  premi- 
um amount  determined  under  subsection 
(a)(2)  (disregarding  subsection  (b))  for  that 
individual  for  that  January  and  after  round- 
ing under  section  215(g),  or". 

(d)  Effective  Date.— (1)  Except  as  provid- 
ed in  paragraphs  (2)  and  (3),  the  amend- 
ments made  by  this  section  shall  apply  with 
respect  to  cost-of-living  increases  deter- 
mined under  section  215(i)  of  the  Social  Se- 
curity Act  (as  currently  in  effect,  and  as  in 
effect  in  December  1978  and  applied  in  cer- 
tain cases  under  the  provisions  of  such  Act 


in  effect  after  December  1978)  in  1986  and 
subsequent  years. 

(2)  The  amendments  made  by  paragraphs 
(1)(A)  and  (2)(B)  of  subsection  (b)  shall 
apply  with  respect  to  months  after  Septem- 
ber 1986. 

(3)  The  amendment  made  by  subsection 
(c)  shall  apply  with  respect  to  monthly  pre- 
miums (under  section  1839  of  the  Social  Se- 
curity Act)  for  months  after  December  1986. 

SEC.  10002.  DEPOSITS  OF  SOCIAL  SECCRITY  CON- 
TRIBITIONS  BY  STATE  AND  LOCAL 
(iOVERNMENT  EMPLOYERS. 

(a)  Returns  and  Payments.— (1)  Subchap- 
ter C  of  chapter  21  of  the  Internal  Revenue 
Code  of  1954  is  amended  by  redesignating 
section  3126  as  section  3127,  and  by  insert- 
ing after  section  3125  the  following  new  sec- 
tion: 

"SEC.  3I2S.  RETIRN  AND  PAYMENT  BY  GOVERN- 
MENTAL EMPLOYER. 

"If  the  employer  is  a  State  or  political 
subdivision  thereof,  or  an  agency  or  instru- 
mentality of  any  one  or  more  of  the  forego- 
ing, the  return  of  the  amount  deducted  and 
withheld  upon  any  wages  under  section  3101 
and  the  amount  of  the  tax  imposed  by  sec- 
tion 3111  may  be  made  by  any  officer  or  em- 
ployee of  such  State  or  political  subdivision 
or  such  agency  or  instrumentality,  as  the 
case  may  be,  having  control  of  the  payment 
of  such  wages,  or  appropriately  designated 
for  that  purpose.". 

(2)  The  table  of  sections  for  subchapter  C 
of  chapter  21  of  such  Code  is  amended  by 
striking  out  the  last  item  and  inserting  in 
lieu  thereof  the  following: 

"Sec.  3126.  Return  and  payment  by  govern- 
mental employer. 
"Sec.  3127.  Short  title.". 

(b)  Treatment  of  Service  Under  Section 
218  Agreements  as  Employment  Performed 
BY  Employees.— 

(1)  Service  treated  as  employment.— (A) 
Section  3121(b)(7)  of  such  Code  is  amend- 
ed- 

(i)  by  striking  out  ";  or"  at  the  end  of  sub- 
paragraph (C)  and  inserting  in  lieu  thereof 
a  comma; 

(ii)  by  striking  out  the  semicolon  at  the 
end  of  subparagraph  (D)  and  inserting  in 
lieu  thereof  ".  or  ",  and 

(iii)  by  adding  after  subparagraph  (D)  the 
following  new  subparagraph: 

■(E)  service  included  under  an  agreement 
entered  into  pursuant  to  section  218  of  the 
Social  Security  Act;". 

(B)  Section  1402(b)  of  such  Code  is 
amended  by  striking  out  "under  an  agree- 
ment entered  into  pursuant  to  the  provi- 
sions of  section  218  of  the  Social  Security 
Act  (relating  to  coverage  of  State  employ- 
ees), or"  in  the  flush  sentence  immediately 
following  paragraph  (2). 

(2)  Individual  performing  services  treat- 
ed AS  employee.— (A)  Section  3121(d)  of  such 
Code  is  amended  by  redesignating  para- 
graph (3)  as  paragraph  (4),  and  by  inserting 
after  paragraph  (2)  the  following  new  para- 
graph: 

"(3)  any  individual  who  performs  services 
that  are  included  under  an  agreement  en- 
tered into  pursuant  to  section  218  of  the 
Social  Security  Act;  or". 

(B)  Section  3306(i)  of  such  Code  is  amend- 
ed by  striking  out  "subparagraphs  (B)  and 
(C)  of  paragraph  (3)"  and  inserting  in  lieu 
thereof  "paragraph  (3)  and  subparagraphs 
(B)  and  (C)  of  paragraph  (4)". 

(c)  Conforming  Amendments  in  Social  Se- 
curity Act.— (1)  Subsections  (e).  (h).  (i).  (j), 
(q).  (r).  (s),  and  (t)  of  section  218  of  the 
Social  Security  Act  are  repealed;  and  subsec- 
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tions (f).  (g).  (k).  (1).  (m).  (n).  (o).  (p).  and 
(u)  of  such  section  are  redesignated  as  sub- 
sections (e).  <f),  (g),  (h),  (i),  (j).  (k).  (1),  and 
(m),  respectively. 

(2)(A)  Section  205(c)(l)(D)(i)  of  such  Act 
is  amended  by  inserting  "(as  in  effect  prior 
to  December  31,  1986)"  after  "section 
218(e)". 

(B)  Section  205(^c)(5)(F)(iii)  of  such  Act  is 
amended— 

(i)  by  inserting  "(as  in  effect  prior  to  De- 
cember 31.  1986)"  after  "section  218",  and 

(ii)  by  inserting  "(as  so  in  effect)"  after 
"subsection  (q)  of  such  section". 

(C)  Section  2il(d)(6)  of  such  Act  is 
amended— 

(i)  by  striking  out  "subsection  (f)"  in  sub- 
paragraph (A)  and  inserting  in  lieu  thereof 
"subsection  (e)",  and 

(ii)  by  striking  out  "subsection  (f)(1)"  in 
subparagraph  (F)  and  inserting  in  lieu 
thereof  "subsection  (e)(1)". 

(D)  Section  218(d)(8)(n)  of  such  Act  is 
amended  by  striking  out  "subsection  (p)" 
and  inserting  in  lieu  thereof  "subsection 
(1)". 

(E)  Section  218(e)(1)  of  such  Act  (as  redes- 
ignated by  paragraph  (1)  of  this  subsection) 
is  amended  by  striking  out  "Except  as  pro- 
vided in  subsection  (e)(2),  any  agreement" 
and  inserting  in  lieu  thereof  "Any  agree- 
ment". 

(F)  Section  224(a)(2)(B)  of  such  Act  is 
amended  by  striking  out  "section  218(k)" 
and  inserting  in  lieu  thereof  "section 
218(g)". 

(d)  Effective  Date.— The  amendments 
made  by  this  section  are  effective  with  re- 
spect to  payments  due  with  respect  to  wages 
paid  after  December  31,  1986,  including 
wages  paid  after  such  date  by  a  State  (or  po- 
litical subdivision  thereof)  that  modified  its 
agreement  pursuant  to  the  provisions  of  sec- 
tion 218(e)(2)  of  the  Social  Security  Act 
prior  to  the  date  of  the  enactment  of  this 
Act;  except  that  in  cases  where,  in  accord- 
ance with  the  currently  applicable  schedule, 
deposits  of  taxes  due  under  an  agreement 
entered  into  pursuant  to  section  218  of  the 
Social  Security  Act  would  be  required 
within  3  days  after  the  close  of  an  eighth- 
monthly  period,  such  3-day  requirement 
shall  be  changed  to  a  7-day  requirement  for 
wages  paid  prior  to  October  1,  1987,  and  to  a 
5-day  requirement  for  wages  paid  after  Sep- 
tember 30,  1987,  and  prior  to  October  1, 
1988.  For  wages  paid  prior  to  October  1, 
1988.  the  deposit  schedule  for  taxes  imposed 
under  sections  3101  and  3111  shall  be  deter- 
mined separately  from  the  deposit  schedule 
for  taxes  withheld  under  section  3402  if  the 
taxes  imposed  under  sections  3101  and  3111 
are  due  with  respect  to  service  included 
under  an  agreement  entered  into  pursuant 
to  section  218  of  the  Social  Security  Act. 
Subtitle  B — Provisions  Relating  to  Public 
Assistance  and  Unemployment  Taxes 

SEC.  lOlOL  MANDATORY  PROVISION  OF  AID  WITH 
RESPECT  TO  DEPENDENT  CHILDREN 
IN  TWO-PARENT  FAMILIES. 

(a)  Requirement  That  Aid  be  Provided.— 
Section  402(a)  of  the  Social  Security  Act  is 
amended— 

(1)  by  striking  out  "and"  after  the  semi- 
colon at  the  end  of  paragraph  (38): 

(2)  by  striking  out  the  period  at  the  end  of 
paragraph  (39)  and  inserting  in  lieu  thereof 

';  and";  and 

(3)  by  inserting  immediately  after  para- 
graph (39)  the  following  new  paragraph: 

"(40)  provide  that  payments  of  aid  will  be 
made  under  the  plan  with  respect  to  de- 
pendent children  of  unemployed  parents,  in 
accordance  with  section  407.". 


(b)  Conforming  Amendments.- (1)  Section 
407(b)  of  such  Act  is  amended  by  striking 
out  "(b)  The  provisions"  and  all  that  follows 
down  through  "(1)  requires"  and  inserting 
in  lieu  thereof  the  following: 

■(b)  In  providing  for  the  payment  of  aid 
under  the  State's  plan  approved  under  sec- 
tion 402  in  the  case  of  families  which  in- 
clude dependent  children  within  the  mean- 
ing of  sut>section  (a)  of  this  section,  as  re- 
quired by  section  402(a)(40),  the  State's 
plan— 

"(1)  shall  require". 

(2)  Section  407(b)(2)  of  such  Act  is  amend- 
ed by  striking  out  "provides—"  and  inserting 
in  lieu  thereof  "shall  provide—". 

(c)  Quarters  of  Work  Based  on  Educa- 
tion OR  Training.— ( 1 )  Section  407(d)(1)  of 
such  Act  is  amended— 

(A)  by  inserting  "(A)"  after  "means  a  cal- 
endar quarter":  and 

(B)  by  inserting  before  the  semicolon  at 
the  end  thereof  the  following:  ",  or  (B)  if 
the  State  plan  so  provides  (but  subject  to 
the  last  sentence  of  this  subsection),  in 
which  such  individual  (i)  was  in  regular  full- 
time  attendance  as  a  student  at  an  elemen- 
tary or  secondary  school,  (ii)  was  in  regular 
full-time  attendance  in  a  course  of  vocation- 
al or  technical  training  designed  to  fit  him 
or  her  for  gainful  employment,  or  (iii)  par- 
ticipated in  an  education  or  training  pro- 
gram established  under  the  Job  Training 
Partnership  Act". 

(2)  Section  407(d)  of  such  Act  is  further 
amended  by  adding  at  the  end  thereof  (after 
and  below  paragraph  (4))  the  following  new 
sentence: 

"No  individual  shall  be  credited  during  his 
or  her  lifetime  (for  purposes  of  subsection 
(b)(l)(C)(i))  with  more  than  4  quarters  of 
work'  based  on  attendance  in  a  course  or 
courses  of  vocational  or  technical  training 
as  described  in  paragraph  (l)(B)(ii)  of  this 
subsection.". 

(3)  Section  407(b)(l)(C)(i)  of  such  Act  is 
amended  by  inserting  after  "6  or  more  quar- 
ters of  work  (as  defined  in  subsection 
(d)(1))"  the  following:  ",  including  2  or  more 
quarters  of  work  as  defined  in  subsection 
(d)(1)(A),". 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  become  effective 
January  1,  1988. 

SEC.  I0I02.  TARGETING  INDER  INCOME  AND  ELIGI- 
BILITY  VERIFICATION  SYSTEM. 

Section  1137(a)(4)(C)  of  the  Social  Securi- 
ty Act  is  amended  by  inserting  after  "pay- 
ments" the  following:  ",  and  no  State  shall 
be  required  to  use  such  information  to 
verify  the  eligibility,  of  all  recipients  ". 

SEC.    10103.    ANNIAL   CALCULATION    OF    FEDERAL 
PERCENTAGE  FOR  AFDC  PI  RPOSES. 

Section  9528(c)  of  the  Consolidated  Omni- 
bus Budget  Reconciliation  Act  of  1985  (as 
added  by  section  4621(a)  of  this  Act)  is 
amended  (effective  as  provided  in  section 
4621(b))- 

(1)  by  striking  out  "payment  to  a  State 
under  section  1903"  and  inserting  in  lieu 
thereof  'payments  to  States  under  sections 
403  and  1903";  and 

(2)  by  inserting  "with  respect  to  either 
such  section"  after  "shall  not  apply  to  a 
State ". 

SEC.  10104.  RATE  OF  FITA  TAX. 

(a)  In  General.— Paragraph  (1)  of  section 
3301  of  the  Federal  Unemployment  Tax  Act 
is  amended  by  striking  out  "1976"  and  in- 
serting in  lieu  thereof  "1989  ". 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  remu- 
neration paid  after  December  31, 1986. 
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For  purposes  of  part  A  of  title  XVIII  of 
the  Social  Security  Act.  and  notwithstand- 
ing any  provision  of  such  part  to  the  con- 
trary, the  inpatient  hospital  deductible 
(otherwise  determined  under  section  1813(b) 
of  such  Act)  for  1987  shall  be  $500.  Such 
amount  shall  be  applied— 
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(1)  to  inpatient  hospital  services  furnished 
in  1987, 

(3)  in  computing,  under  section  1813(b)(3) 
of  such  Act,  the  coinsurance  amount  for 
post-hospital  expended  care  services  fur- 
nished in  1987.  and 

(3)  in  computing,  under  section  1818(d)  of 
such  Act,  the  monthly  premium  (under  part 
A  of  title  XVIII  of  such  Act)  for  months  in 
1987. 

SEC.  I02«2.  APPLICABLE  PERCENTACE  INCREASE  IN 
PAYMENTS  FOR  INPATIENT  HOSPITAL 
SERVICES. 

(a)  In  General.— Subclause  (II)  of  section 
1886(b)<3KB)(i)  of  the  Social  Security  Act 
(42  U.S.C.  139Sww(b)(3KB)(i))  is  amended  to 
read  as  follows: 

"(II)  for  fiscal  year  1987.  1.3  percent,  and 
for  fiscal  year  1988.  the  marlcet  basket  [per- 
centage increase  (as  defined  in  clause  (ii)) 
minus  2.0  percentage  points,  and". 

(b)  CoNPORMiNG  Amendments.— ( 1 )  Section 
1886(dK3KA)  of  such  Act  is  amended  by 
striiiing  "and  1986"  and  inserting  ".  1986. 
1987,  and  1988". 

(2)  Section  1886(e)(4)  of  such  Act  is 
amended— 

(A)  by  striking  "determine  for  each  fiscal 
yeso'  (beginning  with  fiscal  year  1987)"  and 
inserting  "recommend  for  fiscal  year  1988 
an  appropriate  change  factor  for  inpatient 
hospital  services  for  discharges  in  that  fiscal 
year  and  shall  determine  for  each  subse- 
quent fiscal  year",  and 

(B)  by  adding  at  the  end  the  following 
new  sentence:  "The  percentage  change  for 
subsection  (d)  hospitals  and  subsection  (d) 
Puerto  Rico  hospitals  may  be  different  from 
that  for  other  hospitals  and  may  vary 
among  such  other  hospitals.". 

(3)  Section  1886(e)(5)  of  such  Act  is 
amended— 

(A)  by  striking  "Jime  1  before  each  fiscal 
year  (beginning  with  fiscal  year  1986)"  and 
inserting  "April  1  before  fiscal  year  1988 
and  the  June  1  before  each  subsequent 
fiscal  year",  and 

(B)  by  inserting  "recommendation  or" 
before  "determination"  each  place  it  ap- 
pears. 

(c)  ErracTivE  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  cost 
reporting  periods  beginning  on  or  after  Oc- 
tober 1,  1986  and.  for  purposes  of  section 
1886(d)  of  the  Social  Security  Act.  for  dis- 
charges occurring  on  or  after  October  1. 
1986. 

(d)  Promulgation  of  New  Rate.— The 
Secretary  of  Health  and  Human  Services 
shall  provide,  within  30  days  after  the  date 
of  the  enactment  of  this  Act  but  in  no  case 
later  than  October  1.  1986.  for  the  republi- 
cation of  the  determination  descril)ed  in  sec- 
tion 1886(e)(5)  of  the  Social  Security  Act. 
taking  into  account  the  amendments  made 
by  this  section,  without  regard  to  the  provi- 
sions of  chapter  5  of  title  5,  United  States 
Code. 

SEC.  10203.  LIMITATION  ON  PAYMENTS  FOR  CAP- 
ITAL-RELATED COSTS  FOR  INPATIENT 
HOSPITAL  SERVICES  OF  ORG  HOSPI- 
TALS I  NDER  MEDICARE. 

(a)  In  General.— Section  1886(g)  of  the 
Social  Security  Act  (42  U.S.C.  1395ww(g))  is 
amended  by  adding  at  the  end  the  following 
new  paragraph: 

"(SKA)  Notwithstanding  section 

1861(vKl),  in  determining  the  amount  of 
the  hospital  capital  payments  (as  defined  in 
subparagraph  (D)),  the  Secretary  shall  pro- 
vide for  a  reduction  by  such  percentage  (in 
this  section  referred  to  as  the  'capital  reduc- 
tion percentage')  in  such  payments  as  is  nec- 
essary to  provide  that  the  aggregate  amount 
of  hospital  capital  payments  attributable  to 


portions  of  hospital  cost  reporting  periods 
occurring  in  fiscal  year  1987,  in  fiscal  year 
1988,  and  in  fiscal  year  1989.  does  not 
exceed  110  percent,  120  percent,  and  130 
percent,  respectively,  of  the  aggregate 
amount  of  such  payments  attributable  to 
portions  of  hospital  cost  reporting  periods 
occurring  in  fiscal  year  1986.  adjusted  in  ac- 
cordance with  subparagraph  (C). 

"(B)  The  Secretary  shall  determine  the 
capital  reduction  percentage  based  upon  the 
l>est  information  available  before  the  begin- 
ning of  the  fiscal  year  involved  and  interim 
and  final  payments  shall  be  made  on  the 
basis  of  such  percentage.  Such  percentage 
shall  not  be  subject  to  change  after  the  date 
it  is  promulgated  in  final  form. 

"(C)  In  computing  the  hospital  capital 
payments  attributable  to  portions  of  cost  re- 
porting periods  occurring  in  fiscal  year  1986 
in  computing  the  limitation  on  hospital  cap- 
ital payments  under  subparagraph  (A)  at- 
tributable to  portions  of  cost  reporting  peri- 
ods occurring  in— 

"(i)  fiscal  year  1987.  there  shall  be  ex- 
cluded 25  percent. 

"(ii)  fiscal  year  1988,  there  shall  be  ex- 
cluded 50  percent. 

"(iii)  fiscal  year  1989,  there  shall  be  ex- 
cluded 75  percent. 

of  the  amount  of  the  hospital  capital  pay- 
ments (attributable  to  portions  of  cost  re- 
porting periods  occurring  in  fiscal  year 
1986)  that  are  attributable  to  a  return  on 
equity  capital. 

"(D)  In  this  paragraph,  the  term  hospital 
capital  payments'  means  the  payments  that 
may  be  made  under  part  A  of  this  title  with 
respect  to  the  allowable  capital-related  costs 
(as  defined  by  the  Secretary)  of  Inpatient 
hospital  services  for  subsection  (d)  hospitals 
and  subsection  (d)  Puerto  Rico  hospitals.". 

(b)  Publication  of  Capital  Reduction 
Percentage.— Section  1886(e)(4)  of  such  Act 
is  amended  by  inserting  before  the  period  at 
the  end  the  following:  "  and  shall  determine 
for  each  fiscal  year  the  capital  reduction 
percentage  which  should  be  effected  under 
subsection  (g)(3)  for  that  fiscal  year". 

(c)  No  Administrative  or  Judicial 
Review.— Section  1886(d)(7)  of  such  Act  is 
amended— 

(1)  by  striking  "and"  at  the  end  of  sub- 
paragraph (A). 

(2)  by  striking  the  period  at  the  end  of 
subparagraph  (B)  and  inserting  ".  and",  and 

(3)  by  adding  at  the  end  the  following  new 
subparagraph: 

"(C)  the  determination  of  a  capital  reduc- 
tion percentage  under  subsection  (g)(3).". 

(d)  Effective  Date.— 

(1)  In  general.— The  amendments  made 
by  this  section  shall  apply  to  payments  for 
capital-related  costs  attributable  to  portions 
of  cost  reporting  periods  occurring  on  or 
after  October  1.  1986. 

(2)  Transition.— The  Secretary  of  Health 
and  Human  Services  shall  cause  to  have 
published  in  the  Federal  Register,  by  not 
later  than  30  days  after  the  date  of  the  en- 
actment of  this  Act  or.  if  earlier,  by  October 
1.  1986,  the  capital  reduction  percentage  de- 
termined under  section  1886(g)(3)  for  pay- 
ments for  capital-related  costs  attributable 
to  portions  of  hospital  cost  reporting  peri- 
ods that  occur  during  fiscal  year  1987.  In 
promulgating  such  percentage  for  such 
fiscal  year,  the  provisions  of  chapter  5  of 
title  5,  United  States  Code,  and  of  chapter 
35  of  title  41  of  such  Code,  shall  not  apply. 

SEC.  10204.  COVERAGE  OF  HOSPITAI^  IN  PUERTO 
RICO  UNDER  A  DRG  PROSPECTIVE 
PAYMENT  SYSTEM. 

(a)  In  General.— Section  1886(d)  of  the 
Social  Security  Act  (42  U.S.C.  1395ww(d))  is 


amended  by  adding  at  the  end  the  following 
new  paragraph: 

■'(9)(A)  Notwithstanding  section  1814(b) 
but  subject  to  the  provisions  of  section  1813, 
the  amount  of  the  payment  with  respect  to 
the  operating  costs  of  inpatient  hospital 
services  of  a  subsection  (d)  Puerto  Rico  hos- 
pital for  inpatient  hospital  discharges  in  a 
fiscal  year  beginning  on  or  after  October  1, 
1986,  is  equal  to  the  sum  of— 

"(i)  75  percent  of  the  Puerto  Rico  adjust- 
ed DRG  prospective  payment  rate  (deter- 
mined under  subparagraph  (B)  or  (O)  for 
such  discharges,  and 

"(ii)  25  percent  of  the  average  of— 

"(I)  the  national  adjusted  DRG  prospec- 
tive payment  rate  (determined  under  para- 
graph (3)(D))  for  hospitals  located  in  an 
urban  area,  and 

"(II)  such  rate  for  hospitals  located  in  a 
rural  area, 

for  such  discharges,  adjusted  in  the  manner 
provided  in  paragraph  (3)(E)  for  different 
area  wage  levels. 

As  used  in  this  section,  the  term  'subsection 
(d)  Puerto  Rico  hospital'  means  a  hospital 
that  is  located  in  Puerto  Rico  and  that 
would  be  a  subsection  (d)  hospital  (as  de- 
fined in  paragraph  (1)(B))  if  it  were  located 
in  one  of  the  fifty  States. 

"(B)  The  Secretary  shall  determine  a 
Puerto  Rico  adjusted  DRG  prospective  pay- 
ment rate,  for  each  inpatient  hospital  dis- 
charge in  fiscal  year  1987  involving  inpa- 
tient hospital  services  of  a  subsection  (d) 
Puerto  Rico  hospital  for  which  payment 
may  be  made  under  part  A  of  this  title. 
%nc\\  rate  shall  be  determined  for  such  hos- 
pitals located  in  urban  or  rural  areas  within 
Puerto  Rico,  as  follows: 

"(i)  The  Secretary  shall  determine  the 
target  amount  (as  defined  in  subsection 
(b)(3)(A))  for  the  hospital  for  the  cost  re- 
porting period  beginning  in  fiscal  year  1986 
and  increase  such  amount  by  the  applicable 
percentage  increase  (as  defined  in  subsec- 
tion (b)(3)(B))  for  fiscal  year  1987. 

""(ii)  The  Secretary  shall  standardize  the 
amount  determined  under  clause  (i)  for 
each  hospital  by— 

"(I)  excluding  an  estimate  of  indirect  med- 
ical education  costs. 

"(II)  adjusting  for  variations  among  hospi- 
tals by  area  in  the  average  hospital  wage 
level,  and 

'"(III)  adjusting  for  variations  in  case  mix 
among  hospitals. 

"(iii)  The  Secretary  shall  compute  an  av- 
erage of  the  standardized  amounts  deter- 
mined under  clause  (ii)  for  all  hospitals  lo- 
cated in  an  urban  area  and  for  all  hospitals 
located  in  a  rural  area  (as  such  terms  are  de- 
fined in  paragraph  (2)(D)). 

"(iv)  The  Secretary  shall  reduce  the  aver- 
age standardized  amount  by  a  proportion 
equal  to  the  proportion  (estimated  by  the 
Secretary)  of  the  amount  of  payments 
under  this  paragraph  which  are  additional 
payments  described  in  subparagraph  (D)(i) 
(relating  to  outlier  payments)  or  in  subpara- 
graph (D)(v)  (relating  to  disproportionate 
share  [tayments)  for  subsection  (d)  Puerto 
Rico  hospitals. 

"(V)  For  each  discharge  classified  within  a 
diagnosis-related  group  for  hospitals  located 
in  an  urban  or  rural  area,  respectively,  the 
Secretary  shall  establish  a  Puerto  Rico 
DRG  prospective  payment  rate  equal  to  the 
product  of — 

"(I)  the  average  standardized  amotmt 
(computed  under  clause  (iii)  and  reduced 
under  clause  (iv))  for  hospitals  located  in  an 
urban  or  rural  area,  respectively,  and 
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"(II)  the  weighting  factor  (determined 
under  paragraph  (4)(B))  for  that  diagnosis- 
related  group. 

"(vi)  The  Secretary  shall  adjust  the  pro- 
portion (as  estimated  by  the  Secretary  from 
time  to  time)  of  hospitals'  costs  which  are 
attributable  to  wages  and  wage-related 
costs,  of  the  Puerto  Rico  DRG  prospective 
payment  rate  computed  under  clause  (v)  for 
area  differences  in  hospital  wage  levels  by  a 
factor  (established  by  the  Secretary)  reflect- 
ing the  relative  hospital  wage  level  in  the 
geographic  area  of  the  hospital  compared  to 
the  Puerto  Rican  average  hospital  wage 
level. 

"(C)  The  Secretary  shall  determine  a 
Puerto  Rico  adjusted  DRG  prospective  pay- 
ment rate,  for  each  inpatient  hospital  dis- 
charge after  fiscal  year  1987  involving  inpa- 
tient hospital  services  of  a  subsection  (d) 
Puerto  Rico  hospital  for  which  payment 
may  be  made  under  part  A  of  this  title. 
Such  rate  shall  be  determined  for  hospitals 
located  in  urban  or  rural  areas  within 
Puerto  Rico  as  follows: 

"(i)  The  Secretary  shall  compute  an  aver- 
age standardized  amount  for  hospitals  locat- 
ed in  an  urban  area  and  for  hospitals  locat- 
ed in  a  rural  area  equal  to  the  respective  av- 
erage standardized  amount  computed  for 
the  previous  fiscal  year  under  subparagraph 
(B)(iii)  or  under  this  clause,  increased  for 
fiscal  year  1988  by  the  applicable  percent- 
age increase  under  subsection  (b)(3)(B).  and 
adjusted  for  subsequent  fiscal  years  in  ac- 
cordance with  the  final  determination  of 
the  Secretary  under  subsection  (e)(4),  and 
adjusted  to  reflect  the  most  recent  case-mix 
data  available. 

"(ii)  The  Secretary  shall  reduce  each  of 
the  average  standardized  amounts  by  a  pro- 
portion equal  to  the  proportion  (estimated 
by  the  Secretary)  of  the  amount  of  pay- 
ments under  this  paragraph  which  are  Eiddi- 
tional  payments  described  in  subparagraph 
(DKi)  (relating  to  outlier  payments)  or  in 
subparagraph  (D)(v)  (relating  to  dispropor- 
tionate share  payments)  for  subsection  (d) 
Puerto  Rico  hospitals. 

"(iii)  For  each  discharge  classified  within 
a  diagnosis-related  group  for  hospitals  locat- 
ed in  an  urban  or  rural  area,  respectively, 
the  Secretary  shall  establish  a  Puerto  Rico 
DRG  prospective  payment  rate  equal  to  the 
product  of— 

"(I)  the  average  standardized  amount 
(computed  under  clause  (i)  and  reduced 
under  clause  (ii))  for  hospitals  located  in  an 
urban  or  rural  area,  respectively,  aund 

"(II)  the  weighting  factor  (determined 
under  paragraph  (4)(B»  for  that  diagnosis- 
related  group. 

"(iv)  The  Secretary  shall  adjust  the  pro- 
portion (as  estimated  by  the  Secretary  from 
time  to  time)  of  hospitals'  costs  which  are 
attributable  to  wages  and  wage-related 
costs,  of  the  Puerto  Rico  DRG  prospective 
payment  rate  computed  under  clause  (iii) 
for  area  differences  in  hospital  wage  levels 
by  a  factor  (established  by  the  Secretary) 
reflecting  the  relative  hospital  wage  level  in 
the  geographic  area  of  the  hospital  com- 
pared to  the  Puerto  Rican  average  hospital 
wage  level. 

"(D)  The  following  provisions  of  para- 
graph (5)  shall  apply  to  subsection  (d) 
I»uerto  Rico  hospitals  receiving  payment 
under  this  paragraph  in  the  same  manner 
and  to  the  extent  as  they  apply  to  subsec- 
tion (d)  hospitals  receiving  payment  under 
this  subsection: 

"(i)  Subparagraph  (A)  (relating  to  outlier 
payments),  except  that  the  total  amount  of 
additional  payments  made  under  this  clause 


in  a  fiscal  year  may  not  be  less  than  5  per- 
cent nor  more  than  6  percent  of  the  total 
payments  projected  or  estimated  to  be  made 
under  this  paragraph  for  discharges  in  that 
year. 

"(ii)  Subparagraph  (B)  (relating  to  pay- 
ments for  indirect  medical  education  costs), 
except  that  for  this  purpose  the  sum  of  the 
amount  determined  under  subparagraph  (A) 
of  this  paragraph  and  the  amount  paid  to 
the  hospital  under  clause  (i)  of  this  subpara- 
graph shall  be  substituted  for  the  sum  re- 
ferred tain  paragraph  (5)(B)(i)(I). 

"(iii)  Subparagraph  (CKiii)  (relating  to  ex- 
ceptions and  adjustments). 

"(iv)  Subparagraph  (E)  (relating  to  pay- 
ments for  costs  of  certified  registered  nurse 
anesthetists). 

"(v)  Subparagraph  (F)  (relating  to  dispro- 
portionate share  payments),  except  that  for 
this  purpose  the  sum  described  in  clause  (ii) 
of  this  subparagraph  shall  be  substituted 
for  the  sum  referred  to  in  paragraph 
(5)(F)(ii)(I).". 

(b)  Conforming  Amendments.— (1)  The 
first  sentence  of  section  1886(d)(5)(C)(i)  of 
such  Act  is  dmended  by  inserting  ""(other 
than  under  paragraph  (9))"  after  "estab- 
lished under  this  subsection". 

(2)  The  second  and  third  sentences  of  sec- 
tion 1886(d)(5)(C)(ii)  of  such  Act  are  each 
amended  by  inserting  "(other  than  under 
paragraph  (9))"  after  "payment  amounts 
under  this  subsection". 

(c)  No  Restandaroization  of  National 
Levels  to  Reflect  Inclusion  of  Puerto 
Rico.— The  Secretary  of  Health  and  Human 
Services  shall  not  restandardize  or  other- 
wise adjust  the  national  DRG  prospective 
payment  rates  otherwise  determined  under 
section  1886(d)  of  the  Social  Security  Act  to 
take  into  account  changes  in  the  payments 
provided  to  subsection  (d)  Puerto  Rico  hos- 
pitals under  the  amendment  made  by  sub- 
section (a). 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  cost  re- 
porting periods  beginning  on  or  after  Octo- 
ber 1,  1986.  The  Secretary  of  Health  and 
Human  Services  shall  issue  such  regula- 
tions, by  not  later  than  October  1,  1986,  as 
are  necessary  to  implement  such  amend- 
ments in  a  timely  manner,  without  regard  to 
the  provisions  of  chapter  5  of  title  5,  United 
States  Code. 

SEr.    I020.'>.  IMPROVINC   Ql  ALITV   OF   (ARE   WITH 
RESPECT  TO  PART  A  SERVICES. 

(a)  Refinement  of  Prospective  Payment 
System.— 

(1)  Developbient  of  legislative  propos- 
al.—The  Secretary  of  Health  and  Human 
Services  shall  develop  and  submit  to  Con- 
gress a  specific  legislative  proposal  to  im- 
prove the  classification  and  payment  system 
under  section  1886(d)  of  the  Social  Security 
Act  (and.  as  appropriate,  the  system  for 
payment  of  outliers  under  section 
1886(d)(5)(A)  of  such  Act)  in  order  to  assure 
that  the  amount  of  payment  per  discharge 
approximates  the  cost  of  medically  neces- 
sary care  provided  in  an  efficient  manner 
for  individual  patients  or  classes  of  patients 
with  similar  conditions. 

(2)  Accounting  for  severity  of  illness.— 
In  developing  the  proposal,  the  Secretary 
shall  account  for  variations  in  severity  of  ill- 
ness and  case  complexity  which  are  not  ade- 
quately accounted  for  by  the  current  classi- 
fication and  payment  system. 

(3)  Deadline.— The  proposal  shall  be  sub- 
mitted to  Congress  by  not  later  than  2  years 
after  the  date  of  the  enactment  of  this  Act. 

(b)  Requiring  Notice  of  Hospital  Dis- 
charge Rights.— 


(1)  Requirement  for  hospitals  to  provide 
statement.— Section  1866(a)(1)  of  the  Social 
Security  Act  (42  U.S.C.  1395cc(a)(l)),  as 
amended  by  section  10207(e)(6)(A)  of  this 
subtitle,  is  amended— 

(A)  by  striking  "and"  at  the  end  of  the 
subparagraph  (J), 

(B)  by  striking  the  period  at  the  end  of 
subparagraph  (K)  and  Inserting  "',  and",  and 

(C)  by  inserting  after  subparagraph  (K) 
the  following  new  subparagraph: 

""(L)  in  the  case  of  hospitals,  to  provide  to 
each  individual  who  is  entitled  to  benefits 
under  part  A  (or  to  a  legally  responsible 
person  or  persons  acting  on  the  individual's 
behalf),  at  or  about  the  time  of  the  individ- 
ual's admission  as  an  inpatient  to  the  hospi- 
tal, a  written  statement  (containing  such 
language  as  the  Secretary  prescribes  con- 
sistent with  this  paragraph)  which  ex- 
plains— 

"(i)  the  individual's  rights  to  benefits  for 
inpatient  hospital  services  and  for  post-hos- 
pital services  under  this  title, 

""(ii)  the  circumstances  under  which  such 
an  individual  will  and  will  hot  be  liable  for 
charges  for  continued  stay  in  the  hospital. 

"(iii)  the  individual's  right  to  appeal  deni- 
als of  benefits  for  continued  inpatient  hos- 
pital services,  including  the  practical  steps 
to  initiate  such  an  appeal,  and 

"(iv)  the  individual's  liability  for  payment 
for  services  if  such  a  denial  of  benefits  is 
upheld  on  appeal, 

and  which  provides  such  additional  informa- 
tion as  the  Secretary  may  specify." 

(2)  Effective  date.— The  Secretary  of 
Health  and  Human  Services  shall  first  pre- 
scribe the  language  required  under  section 
1866(a)(l)(L)  of  the  Social  Security  Act  not 
later  than  six  months  after  the  date  of  the 
enactment  of  this  Act.  The  requirement  of 
such  section  shall  apply  to  admissions  to 
hospitals  occurring  on  such  date  (not  later 
than  60  days  after  the  date  such  language  is 
first  prescribed)  as  the  Secretary  shall  pro- 
vide. 

(c)  Requiring  Hospitals  to  Provide  Dis- 
charge Planning  Process.— 

(1)  Requirement  as  condition  of  partici- 
pation.—Section  1861(e)(6)  of  the  Social  Se- 
curity Act  (42  U.S.C.  1395x(e)(6))  is  amend- 
ed- 

(A)  by  inserting  "(A)"  after  ""(6)".  and 

(B)  by  inserting  before  the  semicolon  at 
the  end  the  following:  "and  (B)  has  in  place 
a  discharge  planning  process  that  meets  the 
requirements  of  subsection  (ee)". 

(2)  Discharge  planning  process  defined.— 
Section  1861  of  such  Act  is  further  amended 
by  adding  at  the  end  the  following  new  sub- 
section: 

"Discharge  Planning  Process 

"'(ee)(l)  A  discharge  planning  process  of  a 
hospital  shall  be  considered  sufficient  if  it  is 
applicable  to  services  furnished  by  the  hos- 
pital to  individuals  entitled  to  benefits 
under  this  title  and  if  it  meets  the  guide- 
lines and  standards  established  by  the  Sec- 
retary imder  paragraph  (2). 

"■(2)  The  Secretary  shall  develop  guide- 
lines and  standards  for  the  discharge  plan- 
ning process  in  order  to  ensure  a  timely  and 
smooth  transition  to  the  most  appropriate 
type  of  and  setting  for  post-hospital  or  re- 
habilitative care.  The  guidelines  and  stand- 
ards shall  include  the  following: 

"'(A)  The  hospital  must  identify,  at  an 
early  stage  of  hospitalization,  those  patients 
who  are  likely  to  suffer  adverse  health  con- 
sequences upon  discharge  in  the  absence  of 
adequate  discharge  planning. 


25984 


CONGRESSIONAL  RECORD— HOUSE 


September  24,  1986 


"(B)  Hospitals  must  provide  a  discharge 
planning  evaluation  for  patients  identified 
under  subparagraph  (A)  and  for  other  pa- 
tients upon  the  request  of  the  patient,  pa- 
tient's representative,  or  patient's  physician. 

"(C)  Any  discharge  planning  evaluation 
must  be  made  on  a  timely  basis  to  ensure 
that  appropriate  arrangements  for  post-hos- 
pital care  will  be  made  before  discharge  and 
to  avoid  unnecessary  delays  in  discharge. 

"(D)  A  discharge  planning  evaluation 
must  include  an  evaluation  of  a  patient's 
likely  need  for  appropriate  post-hospital 
services  and  the  availability  of  those  serv- 
ices. 

"(E)  The  discharge  planning  evaluation 
must  be  included  in  the  patient's  medical 
record  for  use  in  establishing  an  appropriate 
discharge  plan  and  the  results  of  the  evalua- 
tion must  be  discussed  with  the  patient  (or 
the  patient's  representative). 

"(P)  Upon  the  request  of  a  patient's  physi- 
cian, the  hospital  must  arrange  for  the  de- 
velopment and  initial  Implementation  of  a 
discharge  plan  for  the  patient. 

"(G)  Any  discharge  planning  evaluation 
or  discharge  plan  required  under  this  para- 
graph must  be  developed  by,  or  under  the 
supervision  of,  a  registered  professional 
nurse,  social  worker,  or  other  appropriately 
qualified  personnel. " 

(3)  ErrEcr  of  accreditation.— The  second 
sentence  of  section  186S(a)  of  such  Act  (42 
U.S.C.  1395bb(a))  is  amended— 

(A)  by  Inserting  ".  requires  a  discharge 
planning  process  (or  imposes  another  re- 
quirement which  serves  substantially  the 
same  purpose)."  after  'the  same  purpose) ". 
and 

(B)  by  inserting  "clause  (A)  or  (B)  of" 
after  "comply  also  with  ". 

(4)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  hos- 
pitals as  of  one  year  after  the  date  of  the 
enactment  of  this  Act. 

(d)  Review  of  Standards  for  Medicare 
Conditions  of  Participation  for  Assuring 
Quality  of  Inpatient  Hospital  Services.— 
The  Secretary  of  Health  and  Human  Serv- 
ices shall  arrange  for  a  study  of  the  adequa- 
cy of  the  standards  used  for  hospitals,  for 
purposes  of  meeting  the  conditions  of  par- 
ticipation under  title  XVIII  of  the  Social  Se- 
curity Act,  in  assuring  the  quality  of  serv- 
ices furnished  in  hospitals.  The  Secretary 
shall  report  to  Congress  on  the  results  of 
the  study  by  not  later  than  2  years  after  the 
date  of  the  enactment  of  this  Act. 

(e)  Study  of  Payment  for  Administra- 
tively Necessary  Days.— 

(1)  In  general.— The  Secretary  of  Health 
and  Human  Services  shall  conduct  a  study 
to  determine  whether  a  payment  should  be 
made  (in  a  budget-neutral  manner  under 
title  XVIII  of  such  Act  to  hospitals  receiv- 
ing payments  under  section  1886(d)  of  such 
Act)  to  a  hospital  for  administratively  nec- 
essary days,  separate  from  the  per-discharge 
and  outlier  payments  made  under  such  sec- 
tion. 

(2)  Administratively  necessary  days  de- 
fined.—In  this  subsection,  an  "'administra- 
tively necessary  day"  is  a  day  of  continued 
inpatient  hospital  stay,  for  an  individual  en- 
titled to  benefits  under  part  A  of  title  XVIII 
of  the  Social  Security  Act,  necessitated  by  a 
delay  in  obtaining  placement  for  the  indi- 
vidual in  a  skilled  nursing  facility. 

(3)  Considerations  in  conducting 
STUDY.— In  conducting  the  study,  the  Secre- 
tary shall  consider— 

(A)  the  need  for  such  a  payment  in  order 
to  minimize— 

(i)  the  disproportionate  financial  impact 
of  current  law  on  certain  hospitals  (or  hos- 


pitals in  certain  locations)  due  to  difficulties 
in  arranging  for  appropriate  post-hospital 
care,  such  as  difficulties  resulting  from  a 
shortage  of  beds  in  skilled  nursing  facilities 
where  those  hospitals  are  located  and  from 
the  source  of  payment  for  such  care,  and 

(ii)  the  risk  of  inappropriate  discharge  to 
a  non-institutional  or  inappropriate  institu- 
tional setting  of  individuals  who  need  post- 
hospital  services  in  a  skilled  nursing  facility, 
and 

(B)  the  administrative  mechanisms  that 
can  be  used  to  prevent  inappropriate  pay- 
ments for  administratively  necessary  days. 

(4)  Report  on  study.— The  Secretary  shall 
report  to  Congress  on  the  results  of  the 
study  not  later  than  January  1.  1988. 

(f)  Continuing  of  Favorable  Presump- 
tion OF  Waiver  of  Liability  for  Skilled 
Nursing  Facilities.  Home  Health  Agen- 
cies, AND  Hospice  Programs.— 

( 1 )  In  general.— Section  1879  of  the  Social 
Security  Act  (42  U.S.C.  1395pp)  is  amended 
by  adding  at  the  end  the  following  new  sub- 
section: 

""(f)(1)(A)  A  skilled  nursing  facility  which 
meets  the  applicable  requirements  of  para- 
graphs (3)  and  (4)  shall  be  presumed  to 
meet  the  requirement  of  subsection  (a)(2) 
with  respect  to  denials  of  coverage  by 
reason  of  section  1862(a)  (1)  or  (9). 

"■(B)  A  home  health  agency  which  meets 
the  applicable  requirements  of  paragraphs 
(3)  and  (4)  shall  be  presumed  to  meet  the  re- 
quirement of  subsection  (a)(2)  with  respect 
to  denials  of  coverage  by  reason  of  section 
1862(a)  (Dor  (9). 

"■(C)  A  hospice  program  which  meets  the 
applicable  requirements  of  paragraphs  (3) 
and  (4)  shall  be  presumed  to  meet  the  re- 
quirement of  subsection  (a)(2)  with  respect 
to  denials  of  coverage  by  reason  of  section 
1862(a)  (Dor  (9). 

■■(2)  The  presumption  of  paragraph  (1) 
with  respect  to  specific  services  may  be  re- 
butted by  actual  or  imputed  knowledge  of 
the  facts  described  in  subsection  (a)(2),  in- 
cluding any  of  the  following: 

•■(A)  Notice  by  the  fiscal  intermediary  of 
the  fact  that  payment  may  not  be  made 
under  this  title  with  respect  to  the  services. 

■■(B)  In  the  case  of  a  skilled  nursing  facili- 
ty, the  committee  or  group  responsible  for 
the  conduct  of  utilization  review  for  the  fa- 
cility has  informed  the  facility  that  pay- 
ment may  not  be  made  under  this  title  with 
respect  to  the  services. 

■'(C)  It  is  clear  and  obvious  that  the  pro- 
vider should  have  known  at  the  time  the 
services  were  furnished  that  they  were  ex- 
cluded from  coverage. 

■■(3)  The  requirements  of  this  paragraph 
are  as  follows: 

■■(A)  The  facility,  agency,  or  program  com- 
plies with  requirements  of  the  Secretary 
under  this  title  respecting  timely  submittal 
of  bills  for  payment  and  medical  documen- 
tation. 

"■(B)  The  facility,  agency,  or  program  has 
reasonable  procedures  to  notify  promptly 
each  patient  (and  the  patient's  physician) 
where  it  is  determined  that  a  patient  is 
being  or  will  be  furnished  items  or  services 
which  are  excluded  from  coverage  under 
this  title. 

"(4)  The  requirement  of  this  paragraph  is 
that,  on  the  basis  of  bills  submitted  during 
the  previous  quarter,  the  rate  of  denial  of 
bills  by  reason  of  section  1862(a)  (1)  or  (9) 
for- 

"(A)  a  skilled  nursing  facility  does  not 
exceed  5  percent,  computed  based  on  days 
of  post-hospital  extended  care  services 
billed. 


"(B)  a  home  health  agency  does  not 
exceed  2.5  percent,  computed  based  on  visits 
for  home  health  services  billed,  or 

"(C)  a  hospice  program  does  not  exceed 
2.5  percent,  computed  based  on  visits  for 
hospice  care  billed. 

"(5)  The  Secretary  shall  report  annually 
to  Congress— 

"(A)  information  on  the  frequency  and 
distribution  (by  type  of  provider)  of  denials 
referred  to  in  paragraph  (4),  including— 

""(i)  the  reasons  for  such  denials, 

""(ii)  the  extent  to  which  payments  were 
nonetheless  made  because  of  this  section, 
and 

"(iii)  the  rate  of  reversals  of  such  denials, 
and 

"(B)  such  other  information  as  may  be  ap- 
propriate to  evaluate  the  appropriateness  of 
the  percentage  standards  established  under 
paragraph  (4). 

"(6)  In  this  subsection,  the  term  fiscal  in- 
termediary' means,  with  respect  to  a  skilled 
nursing  facility,  home  health  agency,  or 
hospice  program  an  agency  or  organization 
with  an  agreement  under  section  1816  with 
respect  to  the  facility,  agency,  or  program.". 

(2)  Repealing  duplicative  provisions.— 
Section  9205  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985,  and  sub- 
section (c)  of  section  9126  of  such  Act,  are 
repealed. 

(3)  Effective  date.— (A)  Except  as  provid- 
ed in  subparagraph  (B),  the  amendments 
made  by  paragraphs  (1)  and  (2)  shall  apply 
to  services  furnished  on  or  after  the  date  of 
the  enactment  of  this  Act,  and  before  Octo- 
ber 1,  1989. 

(B)  The  amendments  made  by  paragraph 
(1)  shall  apply  to  hospice  care  furnished  (i) 
on  or  after  the  first  day  of  the  first  month 
that  begins  at  least  6  months  after  the  date 
of  the  enactment  of  this  Act  and  (ii)  before 
October  1,  1989. 

(g)  Extension  of  Waiver  of  Ijabiuty 
Provisions  to  Certain  Coverage  Denials 
for  Home  Health  Services.— 

(1)  In  general.— Section  1879  of  the  Social 
Security  Act  (42  U.S.C.  1395pp),  as  amended 
by  subsection  (f),  is  further  amended— 

(A)  in  subsection  (a)(1),  by  inserting  ""or 
by  reason  of  a  coverage  denial  described  in 
subsection  (g)"  after  "section  1862(a)  (1)  or 
(9)"; 

(B)  in  the  first  sentence  of  subsection  (a), 
by  inserting  "and  as  though  the  coverage 
denial  described  in  subsection  (g)  had  not 
occurred"  before  the  period  at  the  end; 

(C)  in  the  third  sentence  of  subsection  (a), 
by  inserting  "or  by  reason  of  a  coverage 
denial    described    in    subsection   (g)"    after 

"section  1862(a)  (1)  or  (9) ": 

(D>  in  subsection  (c),  by  inserting  "or  by 
reason  of  a  coverage  denial  described  in  sub- 
section (g)"  after  "section  1862(a)  (1)  or 
(9)"; 

(E)  in  subsection  (f)(1)(B)— 

(i)  by  inserting  "(i) "  after  "applicable  re- 
quirements", and 

(ii)  by  inserting  before  the  period  at  the 
end  the  following:  "or  (ii)  of  paragraphs  (3) 
and  (5)  shall  be  presumed  to  meet  the  re- 
quirement of  subsection  (a)(2)  with  respect 
to  any  coverage  denial  described  in  subsec- 
tion (g)"; 

(F)  in  subsection  (f)— 

(i)  in  paragraph  (5).  by  striking  "para- 
graph (4)"  each  place  it  appears  and  insert- 
ing "paragraphs  (4)  and  (5)", 

(ii)  by  redesignating  paragraphs  (5)  and 
(6)  as  paragraphs  (&)  and  (7),  respectively, 
and 

(iii)  by  inserting  after  paragraph  (4)  the 
following  new  paragraph: 
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"(5)  The  requirement  of  this  paragraph  is 
that,  on  the  basis  of  bills  submitted  by  a 
home  health  agency  during  the  previous 
quarter,  the  rate  of  denial  of  bills  for  the 
agency  by  reason  of  a  coverage  denial  de- 
scribed in  subsection  (g)  does  not  exceed  2.5 
percent,  computed  based  on  visits  for  home 
health  services  billed.";  and 

(G)  by  adding  at  the  end  the 
following  new  subsection: 

"(g)  The  coverage  denial  described  in  this 
subsection  is,  with  respect  to  the  provision 
of  home  health  services  to  an  individual,  a 
failure  to  meet  the  requirements  of  section 
1814(a)(2)(C)  or  section  1835(a)(2)(A)  in 
that  the  individual— 

"(1)  is  or  was  not  confined  to  his  home,  or 

"(2)  does  or  did  not  need  skilled  nursing 
care  on  an  intermittent  basis  or  physical, 
speech,  or  occupational  therapy." 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  apply  to  serv- 
ices furnished  on  or  after  the  first  day  of 
the  first  month  that  begins  more  than  90 
days  after  the  date  of  the  enactment  of  this 
Act;  except  that  the  amendments  made  by 
paragraphs  (1)(E)  and  (l)(F)(iii)  shall  not 
apply  to  services  furnished  on  or  after  Octo- 
ber 1,  1989. 

(h)  Development  of  Uniform  Needs  As- 
sessment Instrument.— 

(1)  Development.— The  Secretary  of 
Health  and  Human  Services  shall  develop  a 
uniform  needs  assessment  instrument  that— 

(A)  evaluates— 

(i)  the  functional  capacity  of  an  individ- 
ual, 

(ii)  the  nursing  and  other  care  require- 
ments of  the  individual  to  meet  health  care 
needs  and  to  assist  with  functional  incapaci- 
ties, and    ' 

(iii)  the  social  and  familial  resources  avail- 
able to  the  individual  to  meet  those  require- 
ments; and 

(B)  can  be  used  by  discharge  planners, 
hospitals,  nursing  facilities,  other  health 
care  providers,  and  fiscal  intermediaries  in 
evaluating  an  individual's  need  for  post-hos- 
pital extended  care  services,  home  health 
services,  and  long-term  care  services  of  a 
health-related  or  supportive  nature. 

The  Secretary  may  develop  more  than  one 
such  instrument  for  use  in  different  situa- 
tions. 

(2)  Advisory  panel.— The  Secretary  shall 
develop  any  instrument  in  consultation  with 
an  advisory  panel,  appointed  by  the  Secre- 
tary, that  includes  experts  in  the  delivery  of 
posi-hospital  extended  care  services,  home 
health  services,  and  long-term  care  services 
and  includes  representatives  of  hospitals,  of 
physicians,  of  skilled  nursing  facilities,  of 
home  health  agencies,  of  long-term  care 
providers,  of  fiscal  intermediaries,  and  of 
medicare  beneficiaries. 

(3)  Report  on  instrument.— The  Secre- 
tary shall  report  to  Congress,  not  later  than 
1  year  after  the  date  of  the  enactment  of 
this  Act,  on  the  instrument  or  instruments 
developed  under  this  section.  The  report 
shall  include  an  evaluation  of  the  advan- 
tages and  disadvantages  of  using  the  instru- 
ment or  Instruments  as  the  basis  for  deter- 
mining whether  payment  should  be  made 
for  post-hospital  extended  care  services  and 
home  health  services  provided  to  individuals 
entitled  to  benefits  under  part  A  of  title 
XVIII  of  the  Social  Security  Act. 

(i)  Expedited  Review  by  Fiscal  Interme- 
diaries.— 

(1)  In  general.— Section  1879  of  the  Social 
Security  Act  (42  U.S.C.  1395pp).  as  amended 
by  subsections  (f)  and  (g),  is  further  amend- 
ed by  adding  at  the  end  the  following  new 
subsection: 


"(h)  The  Secretary  shall  develop  proce- 
dures to  expedite  the  determination  of 
whether  initial  claims  submitted  for  post- 
hospital  extended  care  services,  home 
health  services,  and  hospice  care  provided 
(or  to  be  provided)  to  an  individual  may  be 
reimbursed  under  this  title,  so  as  to  mini- 
mize the  time  between  (1)  when  the  provid- 
er first  provides  the  services  to  the  individ- 
ual, and  (2)  when  the  provider  first  receives 
notice  of  an  initial  determination  on  wheth- 
er or  not  payment  may  be  made  under  this 
title  for  some  or  all  of  the  services  provided 
the  individual." 

(2)  Effective  date.— The  Secretary  of 
Health  and  Human  Services  shall  provide 
for  the  expedited  procedures  described  in 
section  1879(h)  of  the  Social  Security  Act 
not  later  than  one  year  after  the  date  of  the 
enactment  of  this  Act. 

(j)  Including  in  Annual  Reports  on  Pro- 
spective Pa'yment  System  Information  on 
Quality  of  Post-Hospital  Care.— 

(1)  In  general.— Section  603(a)(2)  of  the 
Social  Security  Amendments  of  1983  is 
amended— 

(A)  by  striking  '1987"  in  subparagraph 
(A)  and  inserting  "1989  ",  and 

(B)  by  adding  at  the  end  the  following 
new  subparagraph: 

"(E)  In  each  annual  report  to  Congress 
under  subparagraph  (A),  the  Secretary  shall 
include— 

"(i)  an  evaluation  of  the  adequacy  of  the 
procedures  for  assuring  quality  of  post-hos- 
pital services  furnished  under  title  XVIII  of 
the  Social  Security  Act. 

"(ii)  an  assessment  of  problems  that  have 
prevented  groups  of  medicare  beneficiaries 
(including  those  eligible  for  medical  assist- 
ance under  title  XIX  of  such  Act)  from  re- 
ceiving appropriate  post-hospital  services 
covered  under  such  title,  and 

"'(iii)  information  on  reconsiderations  and 
appeals  taken  under  title  XVIII  of  such  Act 
with  respect  to  payment  for  post-hospital 
services.". 

(2)  Effective  date.— The  amendment 
made  by  paragraph  (1)(B)  shall  apply  to  re- 
ports for  years  beginning  with  1986. 

(k)  Prior  Authorization  Demonstration 
Project.— 

(1)  In  general.— The  Secretary  of  Health 
and  Human  Services  shall  conduct  a  demon- 
stration program  concerning  prior  authori- 
zation for  post-hospital  extended  care  ser\-- 
ices  and  home  health  services  furnished 
under  part  A  of  title  XVIII  of  the  Social  Se- 
curity Act. 

(2)  Scope.— The  program  shall  include  at 
least  four  projects  and  shall  be  implemented 
by  not  later  than  July  1,  1987. 

(3)  Consultation.— The  program  shall  be 
developed  in  consultation  with  an  advisory 
panel  that  includes  experts  in  the  delivery 
of  post-hospital  extended  care  services, 
home  health  services,  and  long-term  care 
services  and  includes  representatives  of  hos- 
pitals, of  physicians,  of  skilled  nursing  fa- 
cilities, of  home  health  agencies,  of  long- 
term  care  providers,  of  fiscal  intermediaries, 
and  of  medicare  beneficiaries. 

(4)  Evaluation  and  report.— The  Secre- 
tary shall  evaluate  the  demonstration  pro- 
gram conducted  under  this  subsection  and 
shall  report  to  Congress  on  such  evaluation 
no  later  than  January  1,  1989.  Such  evalua- 
tion and  report  shall  address— 

(A)  the  administrative  and  program  costs 
for  prior  authorization  across  demonstra- 
tion projects  and  in  comparison  to  adminis- 
trative and  program  costs  under  the  current 
system  of  retroactive  review,  including  costs 
for  uncovered  services  paid  under  the  waiver 


of  liability  which   would  not  be  incurred 
under  prior  authorization; 

(B)  impact  of  prior  authorization  on 
access  to  and  availability  of  extended  care 
services  and  home  health  services  in  com- 
parison to  the  current  system  (including 
costs  to  providers)  and  on  timely  discharge 
of  hospital  inpatients;  and 

(C)  accuracy  and  associated  cost  savings  of 
payment  determinations  and  rates  of  claim 
reversals  under  prior  authorization  versus 
the  current  system. 

(5)  Funding.— Expenditures  made  for  the 
demonstration  program  shall  be  made  from 
the  Federal  Hospital  Insurance  Trust  Fund 
under  section  1817  of  the  Social  Security 
Act.  Grants  and  payments  under  contracts 
may  be  made  either  in  advance  or  by  way  of 
reimbursement,  as  may  be  determined  by 
the  Secretary,  and  shall  be  made  in  such  in- 
stallments and  on  such  conditions  as  the 
Secretary  finds  necessary  to  carry  out  the 
purpose  of  this  subsection. 

(6)  Waiver  of  medicare  requirements.— 
The  Secretary  shall  waive  compliance  with 
such  requirements  of  title  XVIII  of  the 
Social  Security  Act  to  the  extent  and  for 
the  fjeriod  the  Secretary  finds  necessary  for 
the  conduct  of  the  demonstration  program. 

SEC.  10206.  OFF-Bl  D(;ET  TREATMENT  OF  FEDERAL 
HOSPITAL  INSIRANCE  TRUST  Fl'ND  IN 
Fist  Al.  VEAR  1987. 

(a)  Effective  in  Fiscal  Year  1987.— Sec- 
tion 710  of  the  Social  Security  Act  (as 
amended  by  section  261  of  Public  Law  99- 
177)  is  amended— 

(1)  by  amending  subsection  (b)  to  read  as 
follows: 

""(b)(1)  The  receipts  and  disbursements  of 
the  Federal  Hospital  Insurance  Trust  Fund 
and  the  taxes  imposed  under  sections 
1401(b),  3101(b).  and  3Ul(b)  of  the  Internal 
Revenue  Code  of  1954,  shall  not  be  included 
in  the  totals  of  the  budget  of  the  United 
States  Government  as  submitted  by  the 
President  or  of  the  congressional  budget 
and  shall  be  exempt  from  any  general 
budget  limitation  imposed  by  statute  on  ex- 
penditures and  net  lending  (budget  outlays) 
of  the  United  States  Government. 

"(2)  The  disbursements  of  the  Federal 
Supplementary  Medical  Insurance  Trust 
Fund  shall  be  treated  as  a  separate  major 
functional  category  in  the  budget  of  the 
United  States  Government  as  submitted  by 
the  President  and  in  the  congressional 
budget,  and  the  receipts  of  such  Trust  Fund 
shall  be  set  forth  separately  in  such  budg- 
ets.'", and 

(2)  in  subsection  (c),  by  striking  "or  the 
Federal  Disability  Insurance  Trust  Fund,  or 
for  payments  from  either"  and  inserting  "', 
the  Federal  Disability  Insurance  Trust 
Fund,  or  the  Federal  Hospital  Insurance 
Trust  Fund,  or  for  payments  from  any"". 

(b)  Effective  Date.— The  amendments 
made  by  subsection  (a)  shall  apply  with  re- 
spect to  fiscal  years  beginning  after  Septem- 
ber 30,  1986.  and  ending  before  October  1. 
1992. 

SEC.  10207.  technical  A.MENDMENTS  AND  MISCEL- 
LANEOl'S  PROVISIONS  RELATING  TO 
PART  A. 

(a)  One- Year  Ex"rENsioN  of  Pass-Through 
FOR  Costs  of  Certified  Registered  Nurse 
Anesthetists.— Section  2312(c)  of  the  Defi- 
cit Reduction  Act  of  1984  is  amended  by 
striking  "October  1,  1987"  and  inserting 
"October  1,  1988". 

(b)  4-Year  Designation  Period  for  Rural 
Referral  Centers.— If  the  Secretary  of 
Health  and  Human  Ser\ices  classifies  or  has 
classified  a  hospital  located  in  a  rural  area 
as  a  regional  referral  center  under  section 
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1886(dM5)(CKi)  of  the  Social  Security  Act, 
the  Secretary  shall  not  terminate  or  change 
such  classification  before  the  end  of  the  4th 
cost  reporting  period  for  which  the  classifi- 
cation is  in  effect. 

(c)  Temporary  Waiver  of  Inpatient  Limi- 
tations    FOR     THE     CONNECTICtrr     HOSPICE, 

Inc.— With  respect  to  the  Connecticut  Hos- 
pice. Inc..  for  hospice  care  provided  before 
October  1.  1988.  the  reference  in  section 
1861<dd)<2)<A)(iii)  of  the  Social  Security  Act 
(42  U.S.C.  1395x(dd)(2)(A)(iii))  to  "20  per- 
cent" is  deemed  a  reference  to  "50  percent". 

(d)  Massachusetts  Medicare  Repay- 
ment.—The  Secretary  of  Health  and  Human 
Services  shall  not.  on  or  after  the  date  of 
the  enactment  of  this  section  and  before 
January  1.  1988.  recoup  from,  or  otherwise 
reduce  payments  to.  hospitals  in  the  State 
of  Massachusetts  because  of  alleged  over- 
payments to  such  hospitals  under  part  A  of 
title  XVIII  of  the  Social  Security  Act  which 
occurred  during  the  period  of  the  Statewide 
hospital  reimbursement  demonstration 
project  conducted  in  that  State,  between 
October  1,  1982,  and  June  30,  1986,  under 
section  402  of  the  Social  Security  Amend- 
ments of  1967  and  section  222  of  the  Social 
Security  Amendments  of  1972. 

(e)  Part  A  COBRA  Technical  Correc- 
tions.— 

(1)  Clarification  op  indirect  medical 
education  costs  language.— (A)  Paragraph 
(2)<C)<i)  of  subsection  (d)  of  section  1886  of 
the  Social  Security  Act  (42  U.S.C.  1395ww) 
is  amended  by  striking  "(taking  into  ac- 
count, for  discharges  occurring  after  Sep- 
tember 30,  1986.  the  amendments  made  by 
section  9104(a)  of  the  Medicare  and  Medic- 
aid Budget  Reconciliation  Amendments  of 
1985)". 

(B)  Paragraph  OKA)  of  such  subsection  is 
amended  by  adding  at  the  end  the  follow- 
ing: "If  the  formula  under  paragraph  (5)(B) 
for  determining  payments  for  the  indirect 
costs  of  medical  education  is  changed  for 
any  fiscal  year,  the  Secretary  shall  readjust 
the  standardized  amounts  previously  deter- 
mined for  each  hospital  to  take  into  account 
the  changes  in  that  formula.". 

(C)  Clause  (ii)  of  paragraph  (3)(C)  of  such 
subsection  is  amended  to  read  as  follows: 

"(ii)  Reducing  for  savings  from  amend- 
ment TO  INDIRECT  TEACHING  ADJUSTMENT  FOR 
DISCHARGES   AFTER    SEPTEMBER    30,    1986.— The 

Secretary  shall  further  reduce  each  of  the 
average  standardized  amounts  by  a  propor- 
tion equal  to  the  proportion  (estimated  by 
the  Secretary)  of  the  amount  of  payments 
under  this  subsection  based  on  DRO  pro- 
spective payment  amounts  which  is  the  dif- 
ference between— 

"(I)  the  sum  of  the  additional  payment 
amounts  under  paragraph  (5)(B)  (relating 
to  indirect  costs  of  medical  education)  if  the 
Indirect  teaching  adjustment  factor  were 
equal  to  1.1 59r  (as  'r'  is  defined  in  para- 
graph (5)(B)(ii)),  and 

"(ID  that  sum  using  the  factor  specified  in 
paragraph  (5)(B)(ii)(II). ". 

(D)(i)  Except  as  provided  in  clause  (ii),  the 
amendments  made  by  this  paragraph  apply 
to  discharges  occurring  on  or  after  October 
1,  1986. 

(ii)  The  amendments  made  by  this  para- 
graph shall  not  be  first  applied  to  dis- 
charges occurring  as  of  a  date  unless,  for 
discharges  occurring  on  that  date,  the 
amendments  made  by  section  9105(a)  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  of  1985  (incorporating  the  amend- 
ments made  by  paragraph  (2)  of  this  subsec- 
tion) are  also  being  applied. 

(2)  Clarification  of  disproportionate 
SHARE  language.— <A)  Paragraph  (2)(C)  of 


subsection  (d)  of  section  1886  of  the  Social 
Security  Act  (42  U.S.C.  1395ww),  as  amend- 
ed by  section  9105(b)  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985 
(in  this  section  referred  to  as  "COBRA")  is 
amended— 

(i)  by  adding  "and"  at  the  end  of  clause 
(ii), 

(ii)  by  striking  ",  and"  at  the  end  of  clause 
(iii)  and  inserting  a  period,  and 

(iii)  by  striking  clause  (iv). 

(B)  Paragraph  (3)(C)  of  such  subsection  is 
amended  by  adding  at  the  end  the  follow- 
ing: 

"(iii)  Reducing  for  disproportionate 
SHARE  payments.— The  Secretary  shall  fur- 
ther reduce  each  of  the  average  standard- 
ized amounts  by  reducing  the  standardized 
amount  for  each  hospital  (as  previously  de- 
termined without  regard  to  this  clause)  by  a 
proportion  equal  to  the  proportion  (estab- 
lished by  the  Secretary)  of  the  amount  of 
payments  under  this  subsection  based  on 
DRO  prospective  payment  amounts  which 
are  additional  payments  described  in  para- 
graph (5)(F)  (relating  to  disproportionate 
share  payments)  for  subsection  (d)  hospi- 
tals.". 

(C)  Paragraph  (5)(P)(vi)(I)  of  such  subsec- 
tion is  amended— 

(i)  by  striking  "supplementary"  and  in- 
serting "supplemental",  and 

(ii)  by  striking  "fiscal  year"  and  inserting 
"period". 

(D)  The  amendments  made  by  subpara- 
graph (C)  apply  to  discharges  occurring  on 
or  after  May  1.  1986,  and  the  amendments 
made  by  subparagraphs  (A)  and  (B)  apply  to 
discharges  occurring  on  or  after  October  1, 
1986. 

(3)  Clarification  that  all  medicare  par- 
ticipating hospitals  are  required  to  meet 
emergency  care  requirements.— Section 
1867(e)(3)  of  the  Social  Security  Act  (42 
U.S.C.  1395dd(e)(3)).  as  inserted  by  section 
9121(b)  of  COBRA,  is  amended  by  striking 
"and  has.  under  the  agreement,  obligated 
itself  to  comply  with  the  requirements  of 
this  section". 

(4)  Appropriate  annual  periods  for 
skilled  nursing  facility  prospetttive  pay- 
MENTS.—(A)  Section  1888(d)(1)  of  the  Social 
Security  Act  (42  U.S.C.  1395yy(d)(l)).  as 
added  by  section  9126(a)  of  COBRA,  is 
amended  by  striking  "fiscal  year"  each  place 
it  appears  and  inserting  "cost  reporting 
period". 

(B)  Section  1888(d)(4)  of  such  Act  is 
fimended— 

(i)  in  the  first  sentence,  by  striking  "each 
fiscal  year"  and  inserting  "cost  reporting  pe- 
riods beginning  in  a  fiscal  year",  and 

(ii)  in  the  second  sentence,  by  striking 
"fiscal  year"  and  all  that  follows  up  to  the 
period  and  inserting  "cost  reporting  period 
no  later  than  30  days  before  the  beginning 
of  that  period". 

(C)  Section  9126(d)(1)  of  COBRA  is 
amended  by  striking  "fiscal  years"  and  in- 
serting "cost  reporting  periods". 

(D)  The  amendments  made  by  subpara- 
graphs (A)  and  (B)  apply  to  cost  reporting 
periods  beginning  on  or  after  October  1, 
1986. 

(5)  Treatment  of  certain  state  and  local 
campaign  workers  with  respect  to  the 
HOSPITAL  INSURANCE  TAX.— (A)  Section 
3121(u)(2)(B)(ii)  of  the  Internal  Revenue 
Code  of  1954  is  amended— 

(i)  by  striking  "or"  at  the  end  of  subclause 
(III). 

(ii)  by  striking  the  period  at  the  end  of 
subclause  (IV)  and  inserting  ",  or",  and 

(iii)  by  adding  at  the  end  the  following: 


"(V)  by  an  election  official  or  election 
worker  if  the  remuneration  paid  in  a  calen- 
dar year  for  such  service  is  less  than  $100." 

(B)  Section  210(p)(2)  of  the  Social  Securi- 
ty Act  (42  U.S.C.  410(p)(2))  is  amended— 

(i)  by  striking  "or"  at  the  end  of  subpara- 
graph (C). 

(ii)  by  striking  the  period  at  the  end  of 
subparagraph  (D)  and  Inserting  ",  or",  and 

(iii)  by  adding  at  the  end  the  following: 

•(E)  by  an  election  official  or  election 
worker  if  the  remuneration  paid  in  a  calen- 
dar year  for  such  service  is  less  than  $100.". 

(C)  The  amendments  made  by  this  para- 
graph shall  apply  to  services  performed 
after  March  31.  1986. 

(6)  Miscellaneous  provisions.— (A)  Para- 
graph (1)  of  section  1866(a)  of  the  Social  Se- 
curity Act  (42  U.S.C.  1395cc(a))  is  amend- 
ed- 

(i)  by  striking  the  "and"  inserted  at  the 
end  of  subparagraph  (I)  by  section 
9122(a)(2)  of  COBRA, 

(ii)  by  striking  the  period  at  the  end  of 
subparagraph  (J)  and  inserting  ",  and",  and 

(iii)  by  redesignating  the  subparagraph  (I) 
inserted  by  section  9403(b)  of  COBRA  as 
subparagraph  (K)  and  transferring  and  in- 
serting such  subparagraph  after  subpara- 
graph (J). 

(B)  The  amendments  made  by  subpara- 
graph (A)  are  effective  as  if  they  had  been 
included  in  the  enactment  of  COBRA. 

(C)  Effective  on  the  date  of  the  enactment 
of  Public  Law  99-107,  in  applying  section 
5(a)  of  such  Act,  a  cost  reporting  period  be- 
ginning on  September  28,  29,  or  30  is 
deemed  to  begin  on  October  1  and  any  refer- 
ence to  September  30  is  deemed  a  reference 
to  September  27. 

P.-VRT  2— PROVISIONS  RELATING  TO  PARTS 
A  ANDB 

SKC.  1U22I.  ELI.'HI.N.ATION  OF  PERIODIC  INTERIM 
PAV.MENT  SYSTEM  (PIPl  FOR  DRC 
HOSPITALS  A.NU  PROMPT  PAYMENT 
FOR  MEDICARE  PROVIDERS. 

(a)  Elimination  of  PIP  for  PPS  Hospi- 
tals.— 

(1)  In  general.— Section  1815(a)  of  the 
Social  Security  Act  (42  U.S,C.  1395g(a))  is 
amended— 

(1)  by  inserting  "(1)"  after  "(a)",  and 

(2)  by  adding  at  the  end  the  following  new 
paragraph: 

"(2)(A)  Except  as  provided  in  subpara- 
graph (B).  the  Secretary  shall  provide  pay- 
ment under  this  part  for  inpatient  hospital 
service  furnished  by  a  subsection  (d)  hospi- 
tal (as  defined  in  section  1886(d)(1)(B).  and 
including  a  distinct  psychiatric  or  rehabili- 
tation unit  of  such  a  hospital)  only  on  the 
basis  of  actual  bills  submitted  by  the  hospi- 
tal and  not  on  a  periodic  interim  payment 
basis. 

"(B)  Subparagraph  (A)  shall  not  apply, 
and  the  Secretary  shall  permit  payment  on 
a  periodic  interim  payment  basis— 

"(i)  to  a  subsection  (d)  hospital  during  the 
period  it  is— 

"(I)  being  paid  additional  amounts  under 
section- 1886(d)(5){P)  (relating  to  dispropor- 
tionate share  payments),  or 

"(II)  a  sole  community  hospital  (as  de- 
fined in  section  1886(d)(5)(C)(ii)):  and 

"(ii)  to  a  hospital  which  is  receiving  pay- 
ment under  a  State  hospital  reimbursement 
system  under  section  1814(b)(3)  or  1886(c). 
if  payment  on  a  periodic  interim  payment 
basis  is  an  integral  part  of  such  reimburse- 
ment system. 

"(C)  In  the  case  of  a  subsection  (d)  hospi- 
tal which  has  significant  cash  flow  problems 
resulting   from  operations  of  its  interme- 
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diary or  from  unusual  circunfistances  of  the 
hospital's  operation,  the  Secretary  shall 
make  available  appropriate  accelerated  pay- 
ments.". 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  be  effective 
with  respect  to  payments  for  discharges  oc- 
curring on  or  after  July  1, 1987. 

(b)  Requiring  Timely  Payment  of  Prop- 
erly Submitted  Medicare  Claims  Under 
Part  A.— 

(1)  In  general.— Section  1816(c)  of  the 
Social  Security  Act  (42  U.S.C.  1395h(c))  is 
amended— 

(1)  by  inserting  "(1)"  after  "(c)".  and 

(2)  by  adding  at  the  end  the  following  new 
paragraph: 

"(2)(A)  Each  agreement  under  this  section 
shall  provide  that,  in  cases  of  claims  for 
which  payment  under  this  part  is  not  made 
on  a  periodic  interim  payment  basis  under 
section  1815(a)— 

"(i)  if  payment  is  not  made  on  or  before 
the  22nd  calendar  day  after  the  date  on 
which  a  clean  claim  is  received,  interest  on 
the  claim  shall  be  paid  at  the  rate  used  for 
purposes  of  section  3902(a)  of  title  31, 
United  States  Code  (relating  to  interest  pen- 
alties for  failure  to  make  prompt  payments) 
for  the  period  beginning  on  the  day  after 
the  required  payment  date  and  ending  on 
the  date  on  which  payment  is  made: 

"(ii)  the  agency  or  organization  shall 
notify  the  entity  submitting  the  claim, 
within  22  calendar  days  after  the  date  the 
claim  is  received,  of  any  defect,  impropriety, 
or  circumstance  that  prevents  the  claim 
from  being  treated  as  a  clean  claim: 

"(iii)  if  notice  required  under  clause  (ii)  is 
not  provided  on  a  timely  basis  with  respect 
to  a  claim  and  payment  is  subsequently 
made  on  the  claim,  interest  on  the  amount 
determined  to  be  payable  shall  be  made  (at 
the  rate  described  in  clause  (i))  for  the 
period  beginning  on  the  day  after  the  re- 
quired notice  date  and  ending  on  the  date 
on  which  payment  is  made  or  the  date  the 
notice  is  provided,  whichever  date  is  earlier: 
and 

'•(iv)  the  agency  or  organization  will  be  re- 
imbursed for  the  amount  of  interest  paid 
under  this  subparagraph  from  amounts 
made  available  for  Federal  administrative 
costs  to  carry  out  this  part  (other  than  such 
amounts  as  are  made  available  for  interme- 
diary agreements  under  this  section). 

"(B)  In  this  paragraph,  the  term  'clean 
claim'  means  a  claim  that  has  no  defect  or 
impropriety  (including  any  lack  of  any  re- 
quired substantiating  documentation)  or 
particular  circumstance  requiring  special 
treatment  that  prevents  timely  payment 
from  being  made  on  the  claim  under  this 
part.". 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  apply  to  claims 
received  on  or  after  July  1,  1987. 

(c)  Prompt  Payment  for  Medicare  Physi- 
cians AND  Suppliers.- 

(1)  In  general.— Section  1842(c)  of  the 
Social  Security  Act  (42  U.S.C.  1395u(c))  is 
amended— 

(A)  by  inserting  "(1)"  after  "(c)",  and 

(B)  by  adding  at  the  end  the  following 
new  paragraph: 

"(2)(A)  Each  contract  under  this  section 
which  provides  for  the  disbursement  of 
funds,  as  described  in  subsection  (a)(1)(B), 
shall  that,  in  cases  of  claims  for  which  pay- 
ment under  this  part  is  not  made  on  a  peri- 
odic interim  payment  basis  described  in  sec- 
tion 181S(a)- 

"(i)  if  payment  is  not  made  on  or  before 
the  22nd  calendar  day  (or  the  11th  calendar 


day,  the  case  of  a  claim  for  services  fur- 
nished by  a  participating  physician  or  sup- 
plier) after  the  date  on  which  a  clean  claim 
is  received,  interest  on  the  claim  shall  be 
paid  at  the  rate  used  for  purposes  of  section 
3902(a)  of  title  31,  United  States  Code  (re- 
lating to  interest  penalties  for  failure  to 
make  prompt  payments)  for  the  period  be- 
ginning on  the  day  after  the  required  pay- 
ment date  and  ending  on  the  date  on  which 
payment  is  made; 

"(ii)  the  carrier  shall  notify  the  entity 
submitting  the  claim,  within  22  calendar 
days  (or  within  11  calendar  days,  in  the  case 
of  a  claim  for  services  furnished  by  a  par- 
ticipating physician  or  supplier)  after  the 
date  the  claim  is  re<;eived.  of  any  defect,  im- 
propriety, or  circumstance  that  prevents  the 
claim  from  being  treated  as  a  clean  claim: 

"(iii)  if  notice  required  under  clause  (ii)  is 
not  provided  on  a  timely  basis  with  respect 
to  a  claim  and  payment  is  subsequently 
made  on  the  claim,  interest  on  the  amount 
determined  to  be  payable  shall  be  made  (at 
the  rate  described  in  clause  (i))  for  the 
period  beginning  on  the  day  after  the  re- 
quired notice  date  and  ending  on  the  date 
on  which  payment  is  made  or  the  date  the 
notice  is  provided,  whichever  date  is  earlier: 
and 

"(iv)  the  carrier  will  be  reimbursed  for  the 
amount  of  interest  paid  under  this  subpara- 
graph from  amounts  made  available  for 
Federal  administrative  costs  to  carry  out 
this  part  (other  than  such  amounts  as  are 
made  available  for  carrier  contracts  under 
this  section). 

"(B)  In  this  paragraph,  the  term  'clean 
claim'  means  a  claim  that  has  no  defect  or 
impropriety  (including  any  lack  of  any  re- 
quired substantiating  documentation)  or 
particular  circumstance  requiring  special 
treatment  that  prevents  timely  payment 
from  being  made  on  the  claim  under  this 
part.". 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  apply  to  claims 
received  on  or  after  October  1,  1987. 

SE(.  111222.  health  MAINTENANCE  (>K(;ANIZA- 
TIONS  AND  (OMPETITIVE  MEDK  AL 
PLANS. 

(a)  Repeal  of  ■2  for  1"  Conversion  Re- 
quirement FOR  Certain  Health  Mainte- 
nance Organizations.— Section  114(c)(2)  of 
the  Tax  Equity  and  Fiscal  Responsibility 
Act  of  1982  is  amended  by  adding  at  the  end 
the  following  new  subparagraph: 

"(E)  The  preceding  provisions  of  this 
paragraph  shall  not  apply  to  payments 
made  for  current,  nonrisk  medicare  enroll- 
ees  for  months  beginning  with  April  1987.". 

(b)  Requiring  the  Provision  of  an  Expla- 
nation OF  Enrollee  Rights.— 

(1)  In  general.— Subsection  (c)(3)  of  sec- 
tion 1876  of  the  Social  Security  Act  (42 
U.S.C.  1395mm)  is  amended  by  adding  at 
the  end  the  following  new  subparagraph: 

"(E)  Each  eligible  organization  shall  pro- 
vide each  enrollee,  at  the  time  of  enrollment 
and  not  less  frequently  than  annually  there- 
after, an  explanation  of  the  enrollee's  rights 
under  this  section,  including  an  explanation 
of- 

"(i)  the  enrollee's  rights  to  benefits  from 
the  organization, 

"(ii)  the  restrictions  on  payments  under 
this  title  for  services  furnished  other  than 
by  or  through  the  organization, 

"(iii)  out-of-area  coverage  provided  by  the 
organization, 

"(iv)  the  organization's  coverage  of  emer- 
gency services  and  urgently  needed  care, 
and 

"(v)  appeal  rights  of  enroUees.". 


(2)  Effective  date.— The  amendment 
made  by  paragraph  (1)  shall  take  effect  on 
January  1,  1987,  and  shall  apply  to  enroll- 
ments effected  on  or  after  such  date. 

(c)  Restricting  Waiver  of  Requirement 
OF  50  Percent  Non-Medicare  Enrollment.— 

(1)  Restriction  on  new  waivers.— Para- 
graph (2)  of  subsection  (f)  of  such  section  is 
amended  by  striking  "if"  and  all  that  fol- 
lows through  the  end  and  inserting  the  fol- 
lowing: "if  more  than  50  percent  of  the  pop- 
ulation of  the  area  served  by  the  organiza- 
tion consists  of  individuals  who  are  entitled 
to  benefits  under  this  title  or  under  a  State 
plan  approved  under  title  XIX.". 

(2)  Sanctions  for  noncompliance.— Such 
subsection  is  further  amended  by  adding  at 
the  end  the  following  new  paragraph: 

"(3)  If  the  Secretary  determines  that  an 
eligible  organization  has  failed  to  comply 
with  the  requirements  of  this  subsection, 
the  Secretary  may  provide  for  the  suspen- 
sion of  enrollment  of  individuals  under  this 
section  with  the  organization  after  the  date 
the  Secretary  notifies  the  organization  of 
such  noncompliance.". 

(3)  Effective  dates.— 

(A)  New  restriction.— The  amendment 
made  by  paragraph  ( 1 )  shall  apply  to  modi- 
fications and  waivers  granted  after  the  date 
of  the  enactment  of  this  Act. 

(B)  Sanctions  for  noncompliance.— The 
amendment  made  by  paragraph  (2)  shall 
take  effect  on  the  date  of  the  enactment  of 
this  Act. 

(C)  Treatment  of  current  waivers.— In 
the  case  of  an  eligible  organization  de- 
scribed in  subparagraph  (D),  the  organiza- 
tion shall  make,  and  continue  to  make,  rea- 
sonable efforts  io  meet  scheduled  enroll- 
ment goals,  consistent  with  a  schedule  of 
compliance  approved  by  the  Secretary  of 
Health  and  Human  Services.  If  the  Secre- 
tary determines  that  the  organization— 

(i)  has  complied,  or  made  significant 
progress  toward  compliance,  with  such 
schedule  of  compliance,  the  Secretary  may 
extend  such  waiver,  or 

(ii)  has  not  complied  with  such  schedule, 
the  Secretary  may  provide  for  the  suspen- 
sion of  enrollment,  under  section  1876  of 
the  Social  Security  Act,  of  individuals  with 
the  organization  after  the  date  the  Secre-  . 
tary  notifies  the  organization  of  such  non- 
compliance. 

(D)  Organization  covered.— An  eligible 
organization  described  in  this  subparagraph 
is  an  eligible  organization  that— 

(i)  as  of  the  date  of  the  enactment  of  this 
Act,  has  been  granted,  under  paragraph  (2) 
of  section  1876(f)  of  the  Social  Security  Act, 
a  modification  or  waiver  of  the  requirement 
imposed  by  paragraph  (1)  of  that  section, 
but 

(ii)  does  not  meet  the  requirement  for 
such  modification  or  waiver  under  the 
amendment  made  by  paragraph  (1)  of  this 
subsection, 

and  includes  a  successor  to  such  an  organi- 
zation. 

(d)  Requiring  Prompt  Payment  of 
Claims.— 

(1)  In  general.— Subsection  (g)  of  such 
section  is  amended  by  adding  at  the  end  the 
following  new  paragraph: 

"(6)(A)  A  risk-sharing  contract  under  this 
section  shall  require  the  eligible  organiza- 
tion to  provide  prompt  payment  (consistent 
with  the  provisions  of  sections  1816(c)(2) 
and  1842(c)(2))  of  claims  submitted  for  cov- 
ered services  and  supplies  furnished  to  indi- 
viduals enrolled  under  this  section,  if  the 
services  or  supplies  are  not  furnished  under 
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a  contract  between  the  organization  and  the 
provider  or  supplier. 

"(B)  In  the  case  of  an  eligible  organization 
which  the  Secretary  determines,  after 
notice  and  opportunity  for  a  hearing,  has 
failed  to  make  payments  of  amounts  in  com- 
pliance with  subparagraph  (A),  the  Secre- 
tary may  provide  for  direct  payment  of  the 
amounts  owed  to  providers  and  suppliers  for 
such  covered  services  furnished  to  individ- 
ual enrolled  under  this  section  under  the 
contract.  If  the  Secretary  provides  for  such 
direct  payments,  the  Secretary  shall  provide 
for  an  appropriate  reduction  in  the  amount 
of  payments  otherwise  made  to  the  organi- 
zation under  this  section  to  reflect  the 
amount  of  the  Secretary's  payments  (and 
costs  incurred  by  the  Secretary  in  making 
such  payments).". 

(2)  Effective  date.— The  amendment 
made  by  paragraph  (1)  shall  apply  to  risk- 
sharing  contracts  under  section  1876  of  the 
Social  Security  Act  with  respect  to  services 
furnished  on  or  after  July  1.  1987. 

(e)  Requiring  Access  to  Financial 
Records  and  Disclosure  of  Internal 
Loans.— 

<1)  In  general.- Subsection  (i)(3)(C)  of 
such  section  is  amended— 

(A)  by  striking  "and"  at  the  end, 

(B)  by  inserting  "(i)"  after  "(C)",  and 

(C)  by  adding  at  the  end  the  following 
new  clauses: 

"(ii)  shall  require  the  organization  to  pro- 
vide and  supply  information  (described  in 
section  1866(b)(2)(C)(ii))  in  the  manner 
such  information  is  required  to  be  provided 
or  supplied  under  that  section: 

"(iii)  shall  require  the  organization  to 
notify  the  Secretary  of  loans  and  other  spe- 
cial financial  arrangements  which  are  made 
between  the  organization  and  subcontrac- 
tors, affiliates,  and  related  parties;  and". 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  apply  to  con- 
tracts as  of  January  1,  1987. 

(f)  Authority  to  Impose  Civil  Money 
Penalties.— Subsection  (i)  of  such  section  is 
amended  by  adding  at  the  end  the  following 
new  paragraph: 

"(6)(A)  Any  eligible  organization  with  a 
risk-sharing  contract  under  this  section  that 
fails  substantially  to  provide  medically  nec- 
essary items  and  services  that  are  required 
(under  law  or  such  contract)  to  be  provided 
to  individuals  covered  under  such  contract, 
if  the  failure  has  adversely  affected  (or  has 
a  substantial  likelihood  of  adversely  affect- 
ing) these  individuals,  is  subject  to  a  civil 
money  penalty  of  not  more  than  $2,000  for 
each  such  failure. 

"(B)  The  provisions  of  section  1128A 
(other  than  subsection  (a))  shall  apply  to  a 
civil  money  penalty  under  subparagraph  (A) 
in  the  same  manner  as  they  apply  to  a  civil 
money  penalty  under  that  section.". 

(g)  Study  of  AAPCC  and  ACR.— The  Sec- 
retary of  Health  and  Human  Services  shall 
provide,  through  contract  with  an  appropri- 
ate organization,  for  a  study  of  the  methods 
by  which— 

(1)  the  adjusted  average  per  capita  cost 
("AAPCC".  as  defined  in  section  1876(a)(4) 
of  the  Social  Security  Act)  can  be  refined  to 
more  accurately  reflect  the  average  cost  of 
providing  care  to  different  classes  of  pa- 
tients, and 

(2)  the  adjusted  community  rate  ("ACR", 
as  defined  in  section  1876(e)(3)  of  such  Act) 
can  be  refined. 

The  Secretary  shall  submit  to  Congress,  by 
not  later  than  January  1,  1988,  specific  leg- 
islative recommendations  concerning  meth- 
ods by  which  the  calculation  of  the  AAPCC 
and  the  ACR  can  be  refined. 


(h)  Allowing  Medicare  Beneficiaries  to 

DiSENROLL     AT     A     LOCAL     SOCIAL     SECURITY 

Office.— The  Secretary  of  Health  and 
Human  Services  shall  provide  that  individ- 
uals enrolled  with  an  eligible  organization 
under  section  1876  of  the  Social  Security 
Act  may  disenroU,  on  and  after  June  1,  1987, 
at  any  local  office  of  the  Social  Security  Ad- 
ministration. 

SEC.    Wili.   PROVISIONS   RKI.ATINC  TO   IMPROVK- 
MKNT  OK  tjl  AI.ITY  OK  (ARK. 

(a)  Provider  Representation  of  Benefici- 
aries ON  Appeals  and  Permitting  Appeal  of 
Certain  Technical  Denials.— 

(1)  Permitting  provider  representation 
OF  BENEFICIARIES.— Section  1869(b)(1)  of  the 
Social  Security  Act  (42  U.S.C.  1395ff(b)(l)) 
is  amended  by  adding  at  the  end  the  follow- 
ing: "Sections  206(a),  1102,  and  1871  shall 
not  be  construed  as  authorizing  the  Secre- 
tary to  prohibit  an  individual  from  being 
represented  under  this  subsection  by  a 
person  that  furnishes  or  supplies  the  indi- 
vidual, directly  or  indirectly,  with  services 
or  items  solely  on  the  basis  that  the  person 
furnishes  or  supplies  the  individual  with 
such  a  service  or  item.  Such  a  person  cannot 
represent  a  beneficiary  with  respect  to  the 
issue  described  in  section  1879(a)(2)  unless 
the  person  has  waived  any  rights  for  pay- 
ment from  the  beneficiary  with  respect  to 
the  services  or  items  involved  in  the 
appeal.". 

(2)  Permitting  review  of  technical  deni- 
als.—Section  1869  of  such  Act  is  further 
amended— 

(A)  in  subsection  (a),  by  inserting  ".  the 
amount  of  benefits  with  respect  to  home 
health  services  under  part  B,  and  any  other 
determination  with  respect  to  a  claim  for 
benefits  under  part  A"  after  "part  A,",  and 

(B)  in  subsection  (b)(1)— 

(i)  by  striking  "or"  at  the  end  of  subpara- 
graph (B), 

(ii)  by  inserting  ",  or"  at  the  end  of  sub- 
paragraph (C),  and 

(iii)  by  inserting  after  subparagraph  (C) 
the  following  new  subparagraph: 

"(D)  any  other  denial  (other  than  under 
part  B  of  title  XI)  of  a  claim  for  benefits 
under  part  A  or  a  claim  for  benefits  with  re- 
spect to  home  health  services  under  part 
B,". 

(3)  Effective  date.— The  amendments 
made  by  this  subsection  take  effect  on  the 
date  of  the  enactment  of  this  Act. 

(b)  I*rohibition  of  Certain  Physician  In- 
centive Plans.— 

( 1 )  Making  certain  plans  subject  to  civil 
MONETARY  PENALTIES.— Section  1128A  of  the 
Social  Security  Act  (42  U.S.C.  1320a-7a)  is 
amended— 

(A)  by  striking  "subsection  (a)"  each  place 
it  appears  and  inserting  "subsection  (a)  or 
(b)", 

(B)  in  subsection  (a)(1),  by  striking 
"(h)(1)"  and  "(h)(2)"  and  inserting  "(Dd)" 
and  "(i)(2)",  respectively, 

(C)  in  subsection  (f),  by  striking  "subsec- 
tion (d)"  and  inserting  "subsection  (e)", 

(D)  by  redesignating  subsections  (b) 
through  (h)  as  subsections  (c)  through  (i), 
respectively,  and 

(E)  by  inserting  after  subsection  (a)  the 
following  new  subsection: 

"(b)(1)  If  a  hospital  or  an  eligible  organi- 
zation with  a  risk-sharing  contract  under 
section  1876  knowingly  makes  a  payment, 
directly  or  indirectly,  to  a  physician  as  an 
inducement  to  reduce  or  limit  services  pro- 
vided with  respect  to  individuals  who— 

"(A)  are  entitled  to  benefits  under  part  A 
or  part  B  of  title  XVIII, 


"(B)  in  the  case  of  an  eligible  organiza- 
tion, are  enrolled  with  the  organization,  and 

"(C)  are  under  the  direct  care  of  the  phy- 
sician, the  hospital  or  organization  shall  be 
subject,  in  addition  to  any  other  penalties 
that  may  be  prescribed  by  law,  to  a  civil 
money  pwnalty  of  not  more  than  $2,000  for 
each  such  individual  with  respect  to  whom 
the  payment  is  made. 

"(2)  Any  physician  who  knowingly  accepts 
receipt  of  a  payment  described  in  paragraph 
( 1 )  shall  be  subject,  in  addition  to  any  other 
penalties  that  may  be  prescribed  by  law,  to 
a  civil  money  penalty  of  not  more  than 
$2,000  for  individual  described  in  such  para- 
graph with  respect  to  whom  the  payment  is 
made." 

(2)  Effective  date.— The  amendments 
made  by  paragraph  ( 1 )  shall  apply  to— 

(A)  payments  by  hospitals  occurring  more 
than  6  months  after  the  date  of  the  enact- 
ment of  this  Act,  and 

(B)  payments  by  eligible  organizations  oc- 
curring on  or  after  January  1,  1988. 

(3)  Study.— The  Secretary  of  Health  and 
Human  Services  shall  report  to  Congress, 
not  later  than  April  1,  1987,  concerning  in- 
centive arrangements  offered  by  health 
maintenance  organizations  and  competitive 
medical  plans  to  physicians.  The  report 
shall- 

(A)  review  the  .type  of  incentive  arrange- 
ments in  common  use, 

(B)  evaluate  their  potential  to  pressure 
improperly  physicians  to  reduce  or  limit 
services  in  a  medically  inappropriate 
manner,  and 

(C)  make  recommendations  concerning 
providing  for  an  exception,  to  the  prohibi- 
tion contained  in  section  1128A(b)  of  the 
Social  Security  Act.  for  incentive  arrange- 
ments that  may  be  used  by  such  organiza- 
tions and  plans  to  encourage  efficiency  in 
the  utilization  of  medical  and  other  services 
but  that  do  not  have  a  substantial  potential 
for  adverse  effect  on  quality. 

(d)  Study  to  Develop  a  Strategy  for 
Quality  Review  and  Assurance.— 

(1)  In  general.— The  Secretary  of  Health 
and  Human  Services  shall  arrange  for  a 
study  to  serve  as  the  basis  for  establishing  a 
strategy  for  reviewing  and  assuring  the 
quality  of  care  for  which  payment  may  be 
made  under  title  XVIII  of  the  Social  Securi- 
ty Act. 

(2)  Items  included  in  study.— Among 
other  items,  the  study  shall— 

(A)  identify  the  appropriate  consider- 
ations which  should  be  used  in  defining 
"quality  of  care"; 

(B)  evaluate  the  relative  roles  of  struc- 
ture, process,  and  outcome  standards  in  as- 
suring quality  of  care; 

(C)  consider  whether  criteria  and  stand- 
ards for  defining  and  measuring  quality  of 
care  should  be  developed  and,  if  so,  how  this 
should  be  done; 

(D)  evaluate  the  adequacy  and  focus  of 
the  current  methods  for  measuring,  review- 
ing, and  assuring  quality  of  care; 

(E)  evaluate  the  current  research  on 
methodologies  for  measuring  quality  of 
care,  and  suggest  areas  of  research  needed 
for  further  progress; 

(F)  evaluate  the  adequacy  and  range  of 
methods  available  to  correct  or  prevent 
identified  problems  with  quality  of  care; 

(G)  review  mechanisms  available  for  co- 
ordinating and  supervising  at  the  national 
level  quality  review  and  assurance  activities; 
and 

(H)  develop  general  criteria  which  may  be 
used  in  establishing  priorities  in  the  alloca- 
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tion of  funds  and  personnel  In  reviewing 
and  assuring  quality  of  care. 

(3)  Report.— The  Secretary  shall  submit 
to  Congress,  not  later  than  2  years  after  the 
date  of  the  enactment  of  this  Act,  a  report 
on  the  study.  Such  report  shall  address  the 
items  described  in  paragraph  (2)  and  shall 
include  recommendations  with  respect  to 
strengthening  quality  assurance  and  review 
activities  for  services  furnished  under  the 
medicare  program. 

(4)  Arrangements  for  study.— (A)  The 
Secretary  shall  request  the  National  Acade- 
my of  Sciences,  acting  through  appropriate 
units,  to  submit  an  application  to  conduct 
the  study  described  in  this  subsection.  If  the 
Academy  submits  an  acceptable  application, 
the  Secretary  shall  enter  into  an  appropri- 
ate arrangement  with  the  Academy  for  the 
conduct  of  the  study.  If  the  Academy  does 
not  submit  an  acceptable  application  to  con- 
duct the  study,  the  Secretary  may  request 
one  or  more  appropriate  nonprofit  private 
entities  to  submit  an  application  to  conduct 
the  study  and  may  enter  into  an  appropri- 
ate arrangement  for  the  conduct  of  the 
study  by  the  entity  which  submits  the  best 
acceptable  application. 

(B)  In  developing  plans  for  the  conduct  of 
the  study,  the  Secretary  shall  assure  that 
consumer  and  provider  groups,  peer  review 
organizations,  the  Joint  Commission  on  Ac- 
creditation of  Hospitals,  professional  soci- 
eties, and  private  purchasers  of  care  with 
experience  and  expertise  in  the  monitoring 
of  the  quality  of  care  are  consulted. 

SEC.  10224.  TECHNICAL  AMENDMENTS  AND  MISCEL- 
LANEOIS  PROVISIONS  RELATING  TO 
PARTS  A  AND  B. 

(a)  Treatment  of  Group  Purchasing 
Vendor  Agreements.— 

(1)  In  general.— Section  1877(b)(3)  of  the 
Social  Security  Act  (42  U.S.C. 
1395nn{b)(3))  is  amended— 

(A)  by  striking  "and"  at  the  end  of  sub- 
paragraph (A). 

(B)  by  striking  the  period  at  the  end  of 
subparagraph  (B)  and  inserting  ":  and",  and 

(C)  by  adding  at  the  end  the  following: 
"(C)   any  amount   paid  by  a  vendor  of 

goods  or  services  to  a  person  authorized  to 
act  as  a  purchasing  agent  for  a  group  of  pro- 
viders of  services  if— 

"(i)  the  person  has  a  written  contract, 
with  each  such  vendor  and  each  such  pro- 
vider of  services,  which  specifies  the  amount 
to  be  paid  the  person,  which  amount  may  be 
a  fixed  amount  or  a  fixed  percentage  (not  to 
exceed  3  percent)  of  the  value  of  the  pur- 
chases made  by  each  such  provider  under 
the  contract,  and 

"(ii)  the  person  discloses  to  each  such  pro- 
vider of  services  the  amount  received  from 
each  such  vendor  with  respect  to  purchases 
made  by  or  on  behalf  of  the  provider.". 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  apply  to  payments 
made  before,  on,  or  after  the  date  of  the  en- 
actment of  this  Act.      ,  . 

(b)  Extension  and  Cl/Aification  of  Com- 
petitive Contracting  Authority.— Section 
2326(a)  of  the  Deficit  Reduction  Act  of  1984 
is  amended— 

(1)  by  striking  "of  the  fiscal  years  1985 
and  1986"  and  inserting  'fiscal  year  (begin- 
ning with  fiscal  year  1985  and  ending  with 
fiscal  year  1989)",  and 

(2)  by  inserting  "or  fixed  price"  after 
"competitive  bidding"  each  place  it  appears. 

(c)  COBRA  Technical  Corrections.— 

(1)  Correction  concerning  transition 
period  for  foreign  medical  graduates  in  de- 
termining payments  for  direct  graduate 
MEDICAL  EDUCATION  COSTS.— The  matter  in 


section  1886(h)(4)(E)(ii)  of  the  Social  Secu- 
rity Act  (42  U.S.C.  1395ww(h)(4)(E)(ii)), 
added  by  9202(a)  of  the  Consolidated  Omni- 
bus Budget  Reconciliation  Act  of  1985  (in 
this  section  referred  to  as  "COBRA"),  pre- 
ceding subclause  (I)  is  amended  by  inserting 
"but  before  July  1,  1987,"  after  "1986,". 

(2)  Announcement,  rather  than  publica- 
tion, OF  HMO  AND  CMP  PAYMENT  RATES.— (A) 

The  matter  in  section  1876(a)(1)(A)  of  the 
Social  Security  Act  (42  U.S.C. 
1395mm(a)(l)(A))  preceding  clause  (i),  as 
amended  by  section  9211(d)  of  COBRA,  is 
amended  by  striking  "publish"  and  inserting 
"announce  (in  a  manner  intended  to  provide 
notice  to  interested  parties)". 

(B)  The  amendment  made  by  subpara- 
graph (A)  shall  apply  to  determinations  of 
per  capita  payment  rates  for  1987  and  sub- 
sequent years. 

(3)  Penalties  for  billing  for  assistants 

AT  surgery  for  CERTAIN  CATARACT  OPER- 
ATIONS.—(A)  Section  1842(k)  of  the  Social 
Security  Act  (42  U.S.C.  1395u(k)).  added  by 
section  9307(c)  of  COBRA,  is  amended  by 
inserting  "presents  or  causes  to  be  present- 
ed a  claim  or"  after  "willfully"  each  place  it 
appears. 

(B)  The  amendment  made  by  subpara- 
graph (A)  shall  apply  to  claims  presented 
after  the  date  of  the  enactment  of  this  Act. 

(4)  Temporary  use  of  carrier   pre-pay- 

MENT  screening  AS  A  SUBSTITUTE  FOR  PRE-PRO- 

CEDURE  REVIEW.— For  purposes  of  section 
1862(a)(15)  of  the  Social  Security  Act  (42 
U.S.C.  1395y(a)(15)).  added  by  section 
9307(aJ(3)  of  COBRA,  and  for  surgical  pro- 
cedures performed  during  the  period  begin- 
ning on  April  1.  1986.  and  ending  on  Decem- 
ber 15,  1986.  a  carrier  is  deemed  to  have  ap- 
proved the  use  of  an  assistant  in  a  surgical 
procedure,  before  the  surgery  is  performed, 
.based  on  the  existence  of  a  complicating 
medical  condition  if  the  carrier  determines 
after  the  surgery  is  performed  that  the  use 
of  the  assistant  in  the  procedure  was  appro- 
priate based  on  the  existence  of  a  complicat- 
ing medical  condition  before  or  during  the 
surgery. 

(5)  Extension  of  continuation  period  of 
access:  medicare  demonstration  project.— 
Section  9221(a)  of  COBRA  is  amended  by 
striking  "September  30.  1986"  and  inserting 
"July  31.  1987". 

(6)  Miscellaneous  provisions.— (A)  Sec- 
tion 9127(b)  of  COBRA  is  amended  by  in- 
serting ".  except  that  the  Director  may  pro- 
vide initially  for  such  terms  as  will  insure 
that  (on  a  continuing  basis)  the  terms  of  no 
more  than  eight  members  will  expire  in  any 
one  year"  after  "years". 

(B)  Section  9202(j)  of  COBRA  is  amended 
by  inserting  "or  section  402  of  the  Social  Se- 
curity Amendments  of  1967"  after  "section 
1886(c)  of  the  Social  Security  Act". 

(C)  Section  1842(h)  of  the  Social  Security 
Act  (42  U.S.C.  I395u(h)).  as  amended  by  sec- 
tion 9301(c)  of  COBRA,  is  amended— 

(i)  in  paragraph  (5).  as  redesignated  by 
section  9301(c)(3)(D)  of  COBRA,  by  striking 
"such"  each  place  it  appears,  and 

(ii)  in  paragraph  (6).  as  so  redesignated, 
by  striking  "the  the"  and  inserting  "the". 

(D)  Section  9301(c)(5)  of  COBRA  is 
amended  by  striking  "1842(b)(7)"  and  in- 
serting "1842(h)(7)". 

(E)  Section  1842(b)(8)  of  the  Social  Secu- 
rity Act.  as  added  by  section  9304(a)  of 
COBRA,  is  amended— 

(i)  in  subparagraph  (A)^  by  inserting  "by 
carriers"  after  "to  be  used",  and 

(ii)  in  subparagraph  (B).  by  inserting  "by 
carriers"  after  "be  considered". 


(P)  The  amendments  made  by  this  para- 
graph are  effective  as  if  they  had  been  in- 
cluded in  the  enactment  of  COBRA. 

PART  3— PROVISIONS  RElJVTING  TO 
MEDICARE  PART  B 

SEC.  10231.  EXTENSION  OF  PREMIUM  PAYMENT 
PROVISION  THROCUH  1989. 

Section  1839  of  the  Social  Security  Act  (42 
U.S.C.  1395r)  is  amended- 

(1)  in  subsection  (e).  by  striking  "1989" 
and  inserting  "1990"  each  place  it  appears: 

(2)  in  subsection  (f)(1).  by  striking  or 
1987"  and  inserting  ",  1987.  or  1988":  and 

(3)  in  subsection  (f)(2).  by  striking  "or 
1988"  and  inserting  ".  1988.  or  1989". 

SEC.  10232.  PAYMENT  FOR  PHYSICIANS'  SERVICES. 
RESTRKTIONS  ON  REASONABLE 
CHARGE  LIMITATIONS.  AND  I.NCEN- 
TIVES  FOR  PHYSICIAN  PARTICIPA- 
TION. 

(a)  Determination  of  Maximum  Allow- 
able Prevailing  Charges  for  Physicians' 
Services.— 

(1)  In  general.— Section  1842(b)(4)(A)  of 
the  Social  Security  Act  (42  U.S.C. 
1395u(b)(4)(A))  is  amended  by  striking 
clause  (iii)  and  inserting  the  following: 

"(iii)  In  determining  the  maximum  allow- 
able prevailing  charges  which  may  be  recog- 
nized consistent  with  the  index  described  in 
the  fourth  sentence  of  paragraph  (3)  for 
physicians'  services  furnished  on  or  after 
January  1.  1987.  by  participating  and  non- 
participating  physicians,  respectively,  the 
Secretary  shall  treat  the  maximum  allow- 
able prevailing  charges  recognized  as  of  De- 
cember 31.  1986.  under  such  sentence  with 
respect  to  participating  and  nonparticipat- 
ing  physicians,  respectively,  as  having  been 
justified  by  economic  changes. 

•■(iv)  Beginning  with  1987.  the  percentage 
increase  in  the  MEI  (as  defined  in  subpara- 
graph (E)(ii))  shall  be  the  same  for  nonpar- 
ticipating  physicians  as  for  participating 
physicians.". 

(2)  Conforming  amendment.— Section 
1842(b)(4)(C)  of  such  Act  is  amended— 

(A)  by  striking  "(i)"  after  "(C)".  and 

(B)  by  striking  clause  (ii). 

(3)  Definitions.— Section  1842(b)(4)  of 
such  Act  is  further  amended  by  adding  at 
the  end  the  following  new  subparagraph: 

"(E)  In  this  section: 

"(i)  The  term  'participating  physician' 
refers,  with  respect  to  the  furnishing  of 
services,  to  a  physician  who  at  the  time  of 
furnishing  the  services  is  a  participating 
physician  (under  subsection  (h)(1)).  and  the 
term  'nonparticipating  physician'  refers, 
with  respect  to  the  furnishing  of  services,  a 
physician  who  at  the  time  of  furnishing  the 
services  is  not  a  participating  physician. 

"(ii)  The  term  percentage  increase  in  the 
MEI'  means,  with  respect  to  physicians' 
services  furnished  in  a  year,  the  percentage 
increase  in  the  medicare  economic  index  (re- 
ferred to  in  the  fourth-  sentence  of  para- 
graph (3))  applicable  to  such  services  fur- 
nished as  of  the  first  day  of  that  year. ". 

(4)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  serv- 
ices furnished  on  or  after  January  1.  1987. 

(b)  1  Percent  Bonus  for  Participating 
Physicians.— Section  1842(b)(4)(A)(ii)  of 
such  Act  is  amended  by  adding  at  the  end 
the  following  new  sut>clause: 

"(III)  In  applying  the  percentage  increase 
in  the  MEI  for  physicians'  services  fur- 
nished by  a  participating  physician  during 
each  year  after  1986.  the  Secretary  shall 
provide  a  bonus  of  1  percentage  point  in  the 
percentage  increase  otherwise  determined. 
Such  a  bonus  for  each  year  shall  apply  to 
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physicians'  services  furnished  only  during 
the  year  and  not  in  the  calculation  of  pay- 
ments for  any  subsequent  year.". 
(c>  Limit  oh  Actum.  Charges  for  Nonpar- 

TICIPATIHC  PHYSICIAHS.— 

(1)  In  general.— Section  1842(j)(l)  of  such 
Act  Is  amended— 

(A)  by  inserting  "(A)"  after  "(jHl)".  and 

(B>  by  adding  at  the  end  the  following 
new  subparagraph: 

"(B)  During  any  period,  on  or  after  Janu- 
ary 1.  1987,  during  which  a  physician  is  a 
nonparticipating  physician,  the  Secretary 
shall  monitor  each  such  physician's  actual 
charges  for  physicians'  services  furnished  to 
individuals  enrolled  under  this  part.  If  such 
physician  knowingly  and  willfully  bills  for 
such  services  actual  charges  in  excess  of  the 
charges  permitted  under  subparagraph  (C), 
the  Secretary  may  apply  sanctions  against 
such  physician  in  accordance  with  para- 
graph (2). 

•(C)  For  physicians'  services  furnished  by 
a  physician  to  individuals  enrolled  under 
this  part— 

••(i)  during  1987.  in  the  case  of  such  serv- 
ices for  which  the  physician— 

"(1)  has  actual  charges  for  the  calendar 
quarter  beginning  on  April  1,  1984.  the  limit 
is  the  physician's  actual  charges  for  such 
services  furnished  during  such  quarter  in- 
creased by  the  sum  of  the  percentage  in- 
crease in  the  MEI  (as  defined  in  subsection 
(bK4)(E))  for  1987  and  1  percentage  point, 
or 

"(II)  has  no  actual  charges  for  such  calen- 
dar quarter,  the  limit  is  the  50th  percentile 
of  the  customary  charges  (weighted  by  fre- 
quency of  procedure)  for  the  procedure  per- 
formed by  nonparticipating  physicians  in 
the  locality  during  the  12-month  period 
ending  June  30,  1986.  increased  by  the  sum 
of  the  percentage  increase  in  the  MEI  for 
1987  and  1  percentage  point:  and 

"(ii)  during  a  subsequent  year,  the  limit  is 
the  maximum  actual  charges  permitted 
under  this  subparagraph  for  the  previous 
year  increased  by  the  percentage  increase  in 
the  MEI  for  that  subsequent  year. ". 

(2)  Provision  of  actual  charge  informa- 
tion BY  carrier  to  nonparticipating  physi- 
cians.—Section  1842(b)(3)  of  such  Act  is 
amended— 

(A)  by  striking  'and"  at  the  end  of  sub- 
paragraph (E). 

(B)  by  inserting  "and"  at  the  end  of  sub- 
paragraph (F).  and 

(C)  by  inserting  after  subparagraph  (F) 
the  following  new  subparagraph: 

"(G)  will  provide  such  information  to  non- 
participating  physicians  as  is  available  to 
enable  the  physicians  to  determine  the  max- 
imum actual  charges  permitted  under  sub- 
section (j)(l)(C):". 

(3)  Conforming  amendment.— Section 
1842(b)(4)(D)  is  amended  by  adding  at  the 
end  the  following  new  clause: 

'(iv)  In  determining  the  customary 
charges  for  physicians'  services  furnished 
on  or  after  January  1,  1988,  if  a  physician 
was  a  nonparticipating  physician  in  a  previ- 
ous year  (beginning  with  1987),  the  Secre- 
tary shall  not  recognize  any  amount  of  such 
charges  for  services  furnished  during  such 
previous  year  that  exceeds  the  limit  on 
actual  charges  imposed  under  subsection 
(JKIKC).". 

(4)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  serv- 
ices furnished  on  or  after  January  1,  1987. 

(d)  Prohibiting  Retroactive  Adjustment 
OF  Medicare  Economic  Index.— The  Secre- 
tary of  Health  and  Human  Services  is  not 
authorized  to  revise  the  economic  index  re- 


ferred to  in  the  fourth  sentence  of  section 
1842(b)(3)  of  the  Social  Security  Act  in  a 
manner  that  provides,  for  any  period  before 
January  1.  1985.  for  the  substitution  of  a 
rental  equivalence  or  rental  substitution 
factor  for  the  housing  component  of  the 
consumer  price  index. 

(e)  Restrictions  on  Reasonable  Charge 
Limitations.— 

(1)  In  general.— Section  1842(b)(8)  of  the 
Social  Security  Act  (42  U.S.C.  1395u(b)(8)) 
is  amended  by  adding  at  the  end  the  follow- 
ing: "In  the  case  of  items  and  services  other 
than  physicians'  services,  a  carrier  shall 
only  provide,  in  the  process  of  calculating 
the  prevailing  charge  for  specific  items  and 
services,  for  considering  charges  in  specific 
instances  in  which  the  charges,  in  compari- 
son with  the  charges  for  similar  items  and 
services,  are  grossly  excessive  or  deficient. 
Nothing  in  this  paragraph  or  this  Act  shall 
be  construed  as  authorizing  the  Secretary, 
through  regulations,  guidelines,  instruc- 
tions, or  otherwise,  to  require  carriers  to 
reduce  payment  amounts  under  this  part 
for  specific  items  and  services  for  which  the 
Secretary  has  made  a  specific  determination 
that  the  payment  amounts  or  charges  are 
excessive.". 

(2)  Submission  of  recommendations  to 
CONGRESS.— The  Secretary  of  Health  and 
Human  Services,  after  consultation  with  the 
Physician  Payment  Review  Commission, 
shall  submit  to  Congress,  by  not  later  than 
April  1.  1987.  recommendations  concerning 
payment  reductions  under  part  B  of  title 
XVIII  of  the  Social  Security  Act  for  over- 
priced items  and  services.  Such  reconmien- 
dations  shall  include  the  specific  payment 
reductions  recommended  and  measures  to 
assure  that  such  reductions  in  payment  do 
not  result  in  corresponding  increases  in  out- 
of-pocket  costs  to  medicare  beneficiaries. 

(f)  Recruiting.— 

( 1 )  Carrier  responsibility.— Section 
1842(b)(3)  of  such  Act.  as  amended  by  sub- 
section (c)(2).  is  further  amended— 

(A)  by  striking  "and"  at  the  end  of  sub- 
paragraph (F). 

(B)  by  inserting  "and"  at  the  end  of  sub- 
paragraph (G).  and 

(C)  by  inserting  after  subparagraph  (G) 
the  following  new  subparagraph: 

"(H)  if  it  makes  determinations  or  pay- 
ments with  respect  to  physicians'  services, 
will  implement— 

"(i)  programs  to  recruit  and  retain  physi- 
cians as  participating  physicians  in  the  area 
served  by  the  carrier,  including  educational 
and  outreach  activities  and  the  use  of  pro- 
fessional relations  piersonnel  to  handle  bill- 
ing and  other  problems  relating  to  payment 
of  claims  of  participating  physicians:  and 

"(ii)  programs  to  familiarize  beneficiaries 
with  the  participating  physician  program 
and  to  assist  such  beneficiaries  in  locating 
participating  physicians;". 

(2)  Measuring  carrier  performance.— The 
Secretary  of  Health  and  Human  Services 
shall  provide,  in  the  standards  and  criteria 
established  under  section  1842(b)(2)  of  the 
Social  Security  Act  for  contracts  under  that 
section,  a  system  to  measure  a  carrier's  per- 
formance of  the  responsibilities  described  in 
sections  1842(b)(3)(H)  and  1842(h)  of  such 
Act. 

(3)  Carrier  bonuses  for  good  perform- 
ance.—Of  the  amounts  appropriated  for  ad- 
ministrative activities  to  carry  out  part  B  of 
title  XVIII  of  the  Social  Security  Act,  the 
Secretary  of  Health  and  Human  Services 
shall  provide  payments,  totaling  1  percent 
of  the  total  payments  to  carriers  for  claims 
processing   in  any  fiscal   year,   to  carriers 


under  section  1842  of  such  Act,  to  reward 
such  carriers  for  their  success  in  increasing 
the  proportion  of  physicians  in  the  carrier's 
service  area  who  are  participating  physi- 
cians. 
(4)  Effective  dates.— 

(A)  Carrier  responsibiuty.— The  amend- 
ment made  by  paragraph  (1)  shall  be  effec- 
tive for  contracts  under  section  1842  of  the 
Social  Security  Act  as  of  October  1.  1987. 

(B)  Performance  measures.— The  Secre- 
tary of  Health  and  Human  Services  shall 
provide  for  the  establishment  of  the  stand- 
ards and  criteria  required  under  paragraph 
(2)  by  not  later  than  October  1.  1987.  which 
shall  apply  to  contracts  as  of  October  1. 
1987. 

(C)  Carrier  bonuses.— From  the  amounts 
appropriated  for  each  fiscal  year  (beginning 
with  fiscal  year  1988),  the  Secretary  of 
Health  and  Human  Services  shall  first  pro- 
vide for  payments  of  bonuses  to  carriers 
under  paragraph  (3)  not  later  than  April  1, 
1988,  to  reflect  performance  of  carriers 
during  November  1987. 

(g)  Directories  or  Participating  Physi- 
cians.— 

(1)  Requiring  distribution  to  medicare 
beneficiaries.— Section  1842(h)(6)  of  the 
Social  Security  Act  (42  U.S.C.  1395u(h)(6)) 
is  amended— 

(A)  in  the  second  sentence— 

(i)  by  inserting  after  "that  area"  the  fol- 
lowing: "and  to  each  individual  enrolled 
under  this  part  and  residing  in  that  area", 
and 

(ii)  by  inserting  before  the  period  the  fol- 
lowing: "and  that  an  appropriate  number  of 
copies  of  each  such  directory  is  sent  to  hos- 
pitals located  in  the  area";  and 

(B)  by  adding  at  the  end  the  following: 
"Such  copies  shall  be  sent  free  of  charge.". 

(2)  Organization  of  directories.— Section 
1842(h)(4)  of  such  Act  is  amended  by  adding 
at  the  end  the  following:  "Each  participat- 
ing physician  directory  for  an  area  shall 
provide  an  alphabetical  listing  of  all  partici- 
pating physicians  practicing  in  the  area  and 
an  alphabetical  listing  by  locality  and  spe- 
cialty of  such  physicians.". 

(3)  Period  for  physician  enrollment.— 
Section  1842(h)(1)  of  such  Act  is  amended 
by  striking  "the  beginning  of  any  year  be- 
ginning with  1984"  and  inserting  "during 
the  month  of  November  before  a  year": 

(4)  Effective  dates.— 

(A)  Distribution  and  organization.— The 
amendment  made  by— 

(i)  paragraph  (l)(A)(i)  shall  first  apply  to 
directories  for  1988, 

(ii)  paragraph  (l)(A)(ii)  shall  first  apply  to 
directories  for  1987,  and 

(ill)  paragraph  (1)(B)  takes  effect  on  the 
date  of  the  enactment  of  this  Act. 

(B)  Enrollment  period.— The  amendment 
made  by  paragraph  (3)  shall  apply  to  par- 
ticipation agreements  entered  into  for  1988 
and  subsequent  years. 

(h)  Prohibiting  Unassigned  Billing  of 
Services  Determined  to  be  Medically  Un- 
necessary BY  A  Carrier.— 

(1)  In  general.— Section  1842  of  the  Social 
Security  Act  is  further  amended  by  adding 
at  the  end  the  following  new  subsection: 

"(IKIMA)  Subject  to  subparagraph  (C), 
if- 

"(i)  a  nonparticipating  physician  furnishes 
services  to  an  individual  enrolled  for  bene- 
fits under  this  part, 

"(ii)  payment  for  such  services  is  not  ac- 
cepted on  an  assignment-related  basis. 

"(ill)  a  carrier  determines  under  this  part 
or  a  peer  review  organization  determines 
under  part  B  of  title  XI  that  payment  may 
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not  be  made  by  reason  of  section  1862(aKl), 
and 

"(iv)    the    physician    has    collected    any 
amounts  for  such  services, 
the  physician  shall  refund  on  a  timely  basis 
to  the  individual  (and  shall  be  liable  to  the 
individual  for)  any  amounts  so  collected. 

"(B)  A  refund  under  subparagraph  (A)  is 
considered  to  be  on  a  timely  basis  only  if— 

"(i)  in  the  case  of  a  physician  who  does 
not  request  reconsideration  or  seek  appeal 
on  a  timely  basis,  the  refund  is  made  within 
30  days  after  the  date  the  physician  receives 
a  denial  notice  under  paragraph  (2),  or 

"(ii)  in  the  case  in  which  such  a  reconsid- 
eration or  appeal  is  taken,  the  refund  is 
made  within  15  days  after  the  date  the  phy- 
sician receives  notice  of  an  adverse  determi- 
nation on  reconsideration  or  appeal. 

"(C)  Subparagraph  (A)  shall  not  apply  to 
the  furnishing  of  a  service  by  a  physician  to 
an  individual  if— 

"(i)  the  physician  did  not  know  and  could 
not  reasonably  have  been  expected  to  know 
that  payment  may  not  be  made  for  the  serv- 
ice by  reason  of  section  1862(a)(1),  or 

"(ii)  before  the  service  was  provided,  the 
individual  was  informed  that  payment 
under  this  part  may  not  be  made  for  the 
specific  service  and  the  individual  has 
agreed  to  pay  for  that  service. 

"(2)  Each  carrier  with  a  contract  in  effect 
under  this  section  with  respect  to  physicians 
and  each  peer  review  organization  with  a 
:ontract  under  part  B  of  title  XI  shall  send 
any  notice  of  denial  of  payment  for  physi- 
cians' services  based  on  section  1862(a)(1) 
and  for  which  payment  is  not  requested  on 
an  assignment-related  basis  to  the  physician 
and  the  individual  involved. 

"(3)  If  a  physician  luiowingly  and  willfully 
fails  to  make  refunds  in  violation  of  para- 
graph (IKA).  the  Secretary  may  apply  sanc- 
tions against  such  physician  in  accordance 
with  subsection  (j)(2).". 

(2)  Conforming  amendment.— Section 
1842(j)(2)  of  such  Act  is  amended  by  insert- 
ing "or  (1)"  after  "(k)". 

(3)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  serv- 
ices furnished  on  or  after  October  1,  1987. 

(i)  Maintenance  and  Use  of  Participating 
Physician  Directories  by  Hospitals.— 

(1)  Requirement  of  participation.— Sec- 
tion 1866(a)  of  the  Social  Security  Act.  as 
amended  by  sections  10207(e)(6)(A)  and 
10205(b)(1)  of  this  subtitle,  is  further 
amended— 

(A)  by  striking  "and"  at  the  end  of  sub- 
paragraph (K), 

(B)  by  striking  the  period  at  the  end  of 
subparagraph  (L)  and  inserting  ",  and",  and 

(C)  by  inserting  after  subparagraph  (L) 
the  following  new  subparagraph: 

"(M)  in  the  case  of  hospitals— 

"(i)  to  make  available  to  its  patients  the 
directory  or  directories  of  participating  phy- 
sicians (published  under  section  1842(h)(4)) 
for  the  area  served  by  the  hospital,  and 

"(ii)  if  hospital  personnel  (including  staff 
of  any  emergency  or  outpatient  depart- 
ment) refer  a-patient  to  a  nonparticipating 
physician  for  further  medical  care  on  an 
outpatient  basis,  the  personnel  must  inform 
the  patient  that  the  physician  is  a  nonparti- 
cipating physician  and,  whenever  practica- 
ble, must  identify  at  least  one  qualified  par- 
ticipating physician  who  is  listed  in  such  a 
directory  and  from  whom  the  patient  may 
receive  the  necessary  services.". 

(2)  Effective  date.— The  amendment 
made  by  paragraph  (1)  shall  apply  to  agree- 
ments under  section  1866(a)  of  the  Social 
Security  Act  as  of  October  1, 1987. 


(j)  Submission  and  Disclosure  of  Infor- 
mation OF  Unassigneo  Claims  for  Physi- 
cians Services.— 

(1)  Submission  of  claims.— Section  1842 
of  the  Social  Security  Act.  as  amended  by 
subsection  (h)(1),  is  further  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(m)(l)  In  the  case  of  a  nonparticipating 
physician  who— 

"(A)  performs  an  elective  surgical  proce- 
dure for  an  individual  enrolled  for  benefits 
under  this  part  and  for  which  the  physi- 
cian's actual  charge  is  at  least  $500,  and 

"(B)  does  not  accept  payment  for  such 
pr(x:edure  on  an  assignment-related  basis, 
the  physician  must  disclose  to  the  individ- 
ual, in  writing  and  in  a  form  approved  by 
the  Secretary,  the  physician's  estimated 
actual  charge  for  the  procedure,  the  esti- 
mated approved  charge  under  this  part  for 
the  procedure,  and  the  excess  of  the  physi- 
cian's actual  charge  over  the  approved 
charge. 

"(2)  A  physician  who  fails  to  make  a  dis- 
closure required  under  paragraph  (1)  with 
respect  to  a  procedure  shall  refund  on  a 
timely  basis  to  the  individual  (and  shall  be 
liable  to  the  individual  for)  any  amounts 
collected  for  the  procedure  in  excess  of  the 
charges  recognized  and  approved  under  this 
part. 

"(3)  If  a  physician  knowingly  and  willfully 
fails  to  comply  with  paragraph  (2),  the  Sec- 
retary may  apply  sanctions  against  such 
physician  in  accordance  with  subsection 
(j)(2). 

"(4)  The  Secretary  shall  provide  for  such 
monitoring  of  requests  for  payment  for  phy- 
sicians' services  to  which  paragraph  (1)  ap- 
plies as  is  necessary  to  assure  compliance 
with  paragraph  (2).". 

(2)  Conforming  amendbient.— Section 
1842(j)(2)  of  such  Act.  as  amended  by  sub- 
section (h)(2)  of  this  section,  is  amended  by 
striking  "or  (1) "  and  inserting  ".  (1),  or  (m) ". 

(3)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  surgi- 
cal procedures  performed  on  or  after  Octo- 
ber 1,  1987. 

SEC.  10233.  PAYMENT  RATES  FOR  RENAL  SERVICES 
AND  IMPROVEMENTS  IN  ADMINISTRA- 
TION OK  END  sta<;e  renal  disease 

NETWORKS  AND  PROCiRAM. 

(a)  Composite  Rates  for  Dialysis  Treat- 
ment.— 

(1)  In  general.— The  Secretary  of  Health 
and  Human  Services  may  provide  for  an  ad- 
justment of  the  composite  rates  established 
under  section  1881(b)(7)  of  the  Social  Secu- 
rity Act,  but  only  if  the  base  rate  for  rou- 
tine dialysis  treatment  in  a  free-standing  fa- 
cility is  not  less  than  $117.50,  and  only  if 
the  base  rate  for  routine  dialysis  treatment 
in  a  hospital-based  facility  is  not  less  than 
$121.50. 

(2)  Assuring  prompt  consideration  of  ex- 
ception ftEQUESTS.— Section  1881(b)(7)  of  the 
Social  Security  Act  (42  U.S.C.  1395rr(b)(7)) 
is  amended  by  inserting  after  the  third  sen- 
tence the  following  new  sentence:  "Each  ap- 
plication for  such  an  exception  for  a  sole  fa- 
cility located  in  an  isolateid,  rural  area  shall 
be  deemed  to  be  approved  as  of  the  date  of 
its  filing  unless  the  Secretary  disapproves  it 
by  not  later  than  45  working  days  after  the 
date  the  application  is  filed.". 

(3)  Effective  date.— (A)  Paragraph  (1) 
shall  apply  to  dialysis  treatment  furnished 
on  or  after  October  1,  1986. 

(B)  The  amendment  made  by  paragraph 
(2)  shall  apply  to  applications  filed  on  or 
after  October  1,  1986. 

(b)  Payment  for  Physicians'  Services.— 
In  establishing  the  payment  rates,  under 


section  1881(b)(3)(B)  of  the  Social  Security 
Act,  for  physicians'  services  furnished  on  or 
after  August  1,  1986,  to  individuals  deter- 
mined to  have  end  stage  renal  disease,  the 
SecreUry  of  Health  and  Human  Services 
shall  provide  for  an  adjustment  in  the 
home/facility  physician  treatment  capabil- 
ity ratio  (used  in  establishing  such  payment 
rates)  to  3.9  to  1  in  order  to  reduce  by  $14.81 
the  current  average  monthly  capitation  rate 
for  physicians'  services  to  outpatient  main- 
tenance dialysis  patients  (based  on  a  weight- 
ed average  by  State  ESRD  population). 

(c)  Report  on  Payment  Rates.— 

(1)  In  general.— The  Secretary  of  Health 
and  Human  Services  shall  provide  for— 

(A)  a  study  to  evaluate  the  effects  of  re- 
ductions in  the  rates  of  payment  for  facility 
and  physicians'  services  under  the  medicare 
program  for  patients  with  end  stage  renal 
disease  on  their  access  to  care  or  on  the 
quality  of  care,  and 

(B)  a  report  to  Congress  on  the  results  of 
the  study  by  not  later  than  January  1.  1988. 

(2)  Arrangements  with  institute  of  med- 
icine.—The  Secretary  shall  request  the  Na- 
tional Academy  of  Sciences,  acting  through 
appropriate  units,  to  submit  an  application 
to  conduct  the  study  described  in  paragraph 
(1).  If  the  Academy  submits  an  acceptable 
application,  the  Secretary  shall  enter  into 
an  appropriate  arrangement  with  the  Acad- 
emy for  the  conduct  of  the  study.  If  the 
Academy  does  not  submit  an  acceptable  ap- 
plication to  conduct  the  study,  the  Secre- 
tary may  request  one  or  more  appropriate 
nonprofit  private  entities  to  submit  an  ap- 
plication to  conduct  the  study  and  may 
enter  into  an  appropriate  arrangement  for 
the  conduct  of  the  study  by  the  entity 
which  submits  the  best  acceptable  applica- 
tion. 

(d)  Reorganization  of  ESRD  Network 
Areas  and  Organizations.— 

(1)  In  general.— Subparagraph  (A)  of  sub- 
section (c)(1)  of  section  1881  of  the  Social 
Security  Act  (42  U.S.C.  1395rr)  is  amended 
to  read  as  follows: 

■•(A)(i)  For  the  purpose  of  assuring  effec- 
tive and  efficient  administration  of  the  ben- 
efits provided  under  this  section,  the  Secre- 
tary shall,  in  accordance  with  such  criteria 
as  he  finds  necessary  to  assure  the  perform- 
ance of  the  responsibilities  and  functions 
specified  in  paragraph  (2)— 

"(I)  establish  at  least  17  end  stage  renal 
disease  network  areas,  and 

"(II)  for  each  such  area,  designate  a  net- 
work administrative  organization  which,  in 
accordance  with  regulations  of  the  Secre- 
tary, shall  establish  (aa)  a  network  council 
of  renal  dialysis  and  transplant  facilities  lo- 
cated in  the  area  and  (bb)  a  medical  review 
board,  which  has  a  membership  including  at 
least  one  patient  representative  and  physi- 
cians, nurses,  and  social  workers  engaged  in 
treatment  relating  to  end  stage  renal  dis- 
ease. 

The  Secretary  shall  publish  in  the  Federal 
Register  a  description  of  the  geographic 
area  that  he  determines,  after  consultation 
with  appropriate  professional  and  patient 
organizations,  constitutes  each  network  area 
and  the  criteria  on  the  basis  of  which  such 
determination  is  made. 

•"(ii)(I)  In  order  to  determine  whether  the 
Secretary  should  enter  into,  continue,  or 
terminate  an  agreement  with  a  network  ad- 
ministrative organization  designated  for  an 
area  established  under  clause  (i),  the  Secre- 
tary shall  develop  and  publish  in  the  Feder- 
al Register  standards,  criteria,  and  proce- 
dures to  evaluate  an  applicant  organiza- 
tion's capabilities  to  perform  (and,  in  the 
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case  of  an  organization  with  which  such  an 
agreement  is  in  effect,  actual  performance 
of)  the  responsibilities  described  in  para- 
graph (2). 

■■(II)  An  agreement  with  a  network  admin- 
istrative organization  may  be  terminated  by 
the  Secretary  only  if  he  finds,  after  apply- 
ing such  standards  and  criteria,  that  the  or- 
ganization has  failed  to  perform  its  pre- 
scribed responsibilities  effectively  and  effi- 
ciently. If  such  an  agreement  is  to  be  termi- 
nated, the  Secretary  shall  select  a  successor 
to  the  agreement  on  the  basis  of  competi- 
tive bidding  and  in  a  manner  that  provides 
an  orderly  transition. ". 

(2)  Deadline  for  establishing  new 
AREAS.— The  Secretary  of  Health  and 
Human  Services  shall  establish  end  stage 
renal  disease  network  areas,  pursuant  to  the 
amendment  made  by  paragraph  (1).  not 
later  than  January  1.  1987. 

(3)  Special  treatment  of  existing  net- 
work ORGANIZATIONS.— In  first  designating 
network  administrative  organizations  for 
areas  so  established,  the  Secretary  shall  des- 
ignate the  network  organization  (or  a  volun- 
tary combination  of  such  organizations)  in 
operation  on  the  date  of  the  enactment  of 
this  Act  as  the  network  administrative  orga- 
nization, unless  the  Secretary  determines 
that  such  organizations  do  not  meet  mini- 
mal standards  and  criteria  established  under 
section  1881(c)(l)(A)<ii)  of  the  Social  Securi- 
ty Act  (as  amended  by  paragraph  ( 1 )). 

(e)  Patient  Representation  on  Councils 
AND  Medical  Review  Boards.— Subpara- 
graph (B)  of  subsection  (c)(1)  of  section 
1881  of  the  Social  Security  Act  is  amended 
to  read  as  follows: 

■•(B)  At  least  one  patient  representative 
shall  serve  as  a  member  of  each  network 
council  and  each  medical  review  board.". 

(f)  Responsibilities  of  Network  Organi- 
zations.—Subsection  (c)(2)  of  section  1881 
of  such  Act  is  amended— 

(1)  in  subparagraph  (A),  by  inserting 
before  the  semicolon  the  following:  and 
the  participation  of  patients,  providers  of 
services,  and  renal  disease  facilities  in  voca- 
tional rehabilitation  programs": 

(2)  in  subparagraph  (B).  by  inserting 
before  the  first  semicolon  the  following: 
•■and  with  respect  to  working  with  patients, 
facilities,  and  providers  in  encouraging  par- 
ticipation in  vocational  rehabilitation  pro- 
grams"; 

(3)  in  subparagraph  (D),  by  inserting 
before  the  semicolon  the  following:  "and  re- 
porting to  the  Secretary  on  facilities  and 
providers  that  are  not  providing  appropriate 
medical  care"; 

(4)  in  subparagraph  (E).  by  inserting  "and 
encouraging  participation  in  vocational  re- 
habilitation programs"  after  "self-care  set- 
tings and  transplantation";  and 

(5)  by  redesignating  subparagraphs  (D) 
and  (E)  as  subparagraphs  (G)  and  (H),  re- 
spectively, and  inserting  after  subparagraph 
(C)  the  following  new  subparagraphs: 

■■(D)  implementing  a  procedure  for  evalu- 
ating and  resolving  patient  grievances; 

"(E)  conducting  on-site  reviews  of  facili- 
ties and  providers  as  necessary  (as  deter- 
mined by  a  medical  review  board  or  the  Sec- 
retary), utilizing  standards  of  care  estab- 
lished by  the  network  organization  to  assure 
proper  medical  care: 

■■(P)  collecting,  validating,  and  analyzing 
such  data  as  are  necessary  to  prepare  the  re- 
ports required  by  subparagraph  (H)  and 
subsection  (g)  and  to  assure  the  mainte- 
nance of  the  registry  established  under 
paragraph  (7);^'. 

(g)  Facility  Cooperation  With  Net- 
works.—The   first  sentence  of  subsection 


(c)(3)  of  section  1881  of  such  Act  is  amended 
by  inserting  ■■or  to  follow  the  recommenda- 
tions of  the  medical  review  board"  after 
■■consistently  failed  to  cooperate  with  net- 
work plans  smd  goals". 

(h)  Intent  of  Congress  Respecting  Maxi- 
mum Use  of  Vocational  Rehabilitation 
Services.— The  first  sentence  of  subsection 
(c)(6)  of  section  1881  of  such  Act  is  amended 
by  inserting  before  the  period  the  following: 
"'and  that  the  maximum  practical  number 
of  patients  who  are  suitable  candidates  for 
vocational  rehabilitation  services  be  given 
access  to  such  services  and  encouraged  to 
return  to  gainful  employment". 

(i)  National  End  Stage  Renal  Disease 
Registry  — 

(1)  Establishment  of  registry.— Subsec- 
tion (c)  of  section  1881  of  such  Act  is  fur- 
ther amended  by  adding  at  the  end  the  fol- 
lowing new  paragraph: 

"(7)  The  Secretary  shall  establish  a  na- 
tional end  stage  renal  disease  registry  the 
purpose  of  which  shall  be  to  assemble  and 
analyze  the  data  reported  by  network  orga- 
nizations, transplant  centers,  and  other 
sources  on  all  end  stage  renal  disease  pa- 
tients in  a  manner  that  will  permit— 

•■(A)  the  preparation  of  the  annual  report 
to  the  Congress  required  under  subsection 
(g): 

"(B)  an  identification  of  the  economic 
impact,  cost-effectiveness,  and  medical  effi- 
cacy of  alternative  modalities  of  treatment; 

■(C)  an  evaluation  with  respect  to  the 
most  appropriate  allocation  of  resources  for 
the  treatment  and  research  into  the  cause 
of  end  stage  renal  disease; 

•(D)  the  determination  of  patient  mortali- 
ty and  morbidity  rates,  and  trends  in  such 
rates,  and  other  indices  of  quality  of  care; 
and 

■(E)  such  other  analyses  relating  to  the 
treatment  and  management  of  end  stage 
renal  disease  as  will  assist  the  Congress  in 
evaluating  the  end  stage  renal  disease  pro- 
gram under  this  section. 
The  Secretary  shall  provide  for  such  coordi- 
nation of  data  collection  activities,  and  such 
consolidation  of  exi.sting  end  stage  renal  dis- 
ease data  systems,  as  is  necessary  to  achieve 
the  purpose  of  such  registry,  shall  deter- 
mine the  appropriate  location  of  the  regis- 
try, and  shall  provide  for  the  appointment 
of  a  professional  advisory  group  to  assist 
the  Secretary  in  the  formulation  of  policies 
and  procedures  relevant  to  the  management 
of  such  registry.'". 

(2)  Report.— The  Secretary  of  Health  and 
Human  Services  shall  submit  to  the  Con- 
gress, no  later  than  January  1.  1987.  a  full 
report  on  the  progress  made  in  establishing 
the  national  end  stage  renal  disease  registry 
under  the  amendment  made  by  paragraph 
(1)  and  shall  establish  such  registry  by  not 
later  than  January  1.  1988. 

(j)  Funding  of  ESRD  Network  Organiza- 
tions.— 

(1)  In  general.— Subsection  (b)(7)  of  sec- 
tion 1881  of  the  Social  Security  Act  is 
amended  by  adding  at  the  end  the  following 
new  sentence:  "The  Secretary  shall  reduce 
the  amount  of  each  composite  rate  payment 
under  this  paragraph  for  each  treatment  by 
50  cents  (subject  to  such  adjustments  as 
may  be  required  to  reflect  modes  of  dialysis 
other  than  hemodialysis)  and  provide  for 
payment  of  such  amount  to  the  network  ad- 
ministrative organization  (designated  under 
subsection  (c)(1)(A)  for  the  network  area  in 
which  the  treatment  is  provided)  for  its  nec- 
essary and  proper  administrative  costs  in- 
curred in  carrying  out  its  responsibilities 
under  subsection  (c)(2).". 


(2)  Effective  date.— The  amendment 
made  by  paragraph  (1)  shall  apply  to  treat- 
ment furnished  on  or  after  January  1,  1987. 

(k)  Protocols  on  Reuse  of  Dialysis  Fil- 
ters AND  Other  Dialysis  Supplies.— 

(1)  Establishment  of  protocols.— Para- 
graph (7)  of  subsection  (f)  of  section  1881  of 
the  Social  Security  Act  is  amended  to  read 
as  follows: 

"(7)(A)  The  Secretary  shall  establish  pro- 
tocols on  standards  and  conditions  for  the 
reuse  of  dialyzer  filters  for  those  facilities 
and  providers  which  voluntarily  elect  to 
reuse  such  filters. 

■■(B)  The  Secretary  shall  study  and  review 
the  appropriateness  of  establishing  proto- 
cols on  standards  and  conditions  for  the 
reuse  (where  appropriate)  of  other  dialysis 
supplies  (such  as  blood  lines,  transducer  fil- 
ters, and  dialyzer  caps).  If  the  Secretary  de- 
termines that  the  establishment  of  such  a 
protocol  with  respect  to  any  such  dialysis 
supplies  is  appropriate,  the  Secretary  may 
establish  such  a  protocol. 

•■(C)  The  Secretary  shall  incorporate  pro- 
tocols established  under  this  paragraph  into 
the  requirements  for  facilities  prescribed 
under  subsection  (b)(1)(A)  and  failure  to 
follow  such  a  protocol  subjects  such  a  facili- 
ty to  denial  of  participation  in  the  program 
established  under  this  section  and  to  denial 
of  payment  for  dialysis  treatment  not  fur- 
nished in  compliance  with  such  a  protocol.". 

(2)  Deadline  and  report.— The  Secretary 
of  Health  and  Human  Services— 

(A)  shall  establish  the  protocols  described 
in  section  1881(f)(7)(A)  of  the  Social  Securi- 
ty Act  by  not  later  than  January  1,  1988, 
and 

(B)  shall  report  to  the  Congress,  not  later 
than  January  1,  1988,  on  the  study  and 
review  conducted  under  section 
1881(f)(7)(B)  of  such  Act. 

(1)  Effective  Date  for  Certain  Amend- 
ments.—The  amendments  made  by  subsec- 
tions (e).  (f).  and  (g)  shall  apply  to  network 
administrative  organizations  designated  for 
network  areas  established  under  the  amend- 
ment made  by  subsection  (d)(1). 

SEC.  10234.  TECHNICAL  AMENDMENTS  ANO  MISCEL- 
LANEOUS PROVISIONS  relatin(;  to 

PARTB. 

(a)  Additional  Members  for  Physician 
Payment  Review  Commission.— 

(1)  2  additional  members.— Section 
1845(a)(2)  of  the  Social  Security  Act  (42 
U.S.C.  1395w-l(a)(2))  is  amended  by  striking 
■11  individuals"  and  inserting  ■13  individ- 
uals". 

(2)  Appointment  of  additional  members.— 
The  Director  of  the  Congressional  Office  of 
Technology  Assessment  shall  appoint  the 
two  additional  members  of  the  Physician 
Payment  Review  Commission,  as  required 
by  the  amendment  made  by  paragraph  (1), 
no  later  than  60  days  after  the  date  of  the 
enactment  of  this  Act,  for  terms  of  3  years, 
except  that  the  Director  may  provide  ini- 
tially for  such  terms  as  will  insure  that  (on 
a  continuing  basis)  the  terms  of  no  more 
than  five  members  expire  in  any  one  year. 

(b)  Effective  Date  of  Voluntary  Disen- 
rollment  From  Medicare.— 

(1)  In  general.— The  second  and  sixth  sen- 
tences of  section  1838(b)  of  the  Social  Secu- 
rity Act  (42  U.S.C.  1395p(b))  are  each 
amended  by  striking  ■'following  the  calendar 
quarter'^. 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  apply  to  no- 
tices filed  on  or  after  October  1,  1986. 

(c)  Study  on  Prospective  Payment  of  Ra- 
diology, Anesthesia,  and  Pathology  Serv- 
ices to  Hospital  Inpatients.— The  Secre- 
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tary of  Health  and  Human  Services  shall 
study  and  report  to  the  Committee  on  Ways 
and  Means  of  the  House  of  Representatives, 
by  April  1,  1987,  concerning  the  design  and 
implementation  of  a  prospective  payment 
system  for  payment,  under  part  B  of  title 
XVni  of  the  Social  Security  Act,  for  radiol- 
ogy, anesthesia,  and  pathology  services  fur- 
nished to  hospital  inpatients.  Such  report 
shall  include  data,  from  a  representative 
sample,  showing,  for  discharges  classified 
within  each  diagnosis-related  group,  the  dis- 
tribution of  total  reasonable  charges  and 
costs  for  each  inpatient  discharge  for  such 
services. 

PART  4— IMPROVED  REVIEW  OF  QUALITY 
BY  PEER  REVIEW  ORGANIZATIONS 

SEC.    10241.    IMPROVED    REVIEW    OK   QIALITV    BY 
PEER  REVIEW  ORGANIZATIONS. 

(a)  PRO  Review  of  Hospital  Denial  No- 
tices.— 

(1)  In  general.— Section  1154  of  the  Social 
Security  Act  (42  U.S.C.  1320c-3)  is  amended 
by  adding  at  the  end  the  following  new  sub- 
section: 

"(d)(1)  If- 

"(A)  a  hospital  has  determined  that  a  pa- 
tient no  longer  requires  inpatient  hospital 
care,  and 

"(B)  the  attending  physician  has  agreed 
with  the  hospital's  determination, 

the  hospital  may  provide  the  patient  (or  the 
patient's  representative)  with  a  notice 
(meeting  conditions  prescribed  by  the  Secre- 
tary under  section  1879)  of  the  determina- 
tion. 

•'(2)  If- 

"(A)  a  hospital  has  determined  that  a  pa- 
tient no  longer  requires  inpatient  hospital 
care,  but 

"(B)  the  attending  physician  has  not 
agreed  with  the  hospital's  determination, 
the  hospital  may  request  the  appropriate 
peer  review  organization  to  review  under 
subsection  (a)  the  validity  of  the  hospital's 
determination. 

"(3)(A)  If  a  patient  (or  a  patient's  repre- 
sentative)- 

"(i)  has  received  a  notice  under  paragraph 
(1),  and 

"(ii)  requests  the  appropriate  peer  review 
organization  to  review  the  determination, 
then,  the  organization  shall  conduct  a 
review  under  subsection  (a)  of  the  validity 
of  the  hospital's  determination  and  shall 
provide  notice  (by  telephone  and  in  writing) 
to  the  patient  or  representative  and  the  hos- 
pital and  attending  physician  involved  of 
the  results  of  the  review.  Such  review  shall 
be  conducted  regardless  of  whether  or  not 
the  hospital  will  charge  for  continued  hospi- 
tal care  or  whether  or  not  the  patient  will 
be  liable  for  payment  for  such  continued 
care. 

"(B)  If  a  patient  (or  a  patient's  represent- 
ative) requests  a  review  under  subparagraph 
(A)  while  the  patient  is  still  an  inpatient  in 
the  hospital  and  not  later  than  noon  of  the 
first  working  day  after  the  date  the  patient 
receives  the  notice  under  paragraph  (1),, 
then— 

"(i)  the  hospital  shall  provide  to  the  ap- 
propriate peer  review  organization  the 
records  required  to  review  the  determina- 
tion by  the  close  of  business  of  such  first 
working  day,  and 

"(ii)  the  peer  review  organization  must 
provide  the  notice  under  subparagraph  (A) 
by  not  later  than  one  full  working  day  after 
the  date  the  organization  has  received  the 
request  and  such  records. 

"(4)  If- 

"(A)  a  request  is  made  under  paragraph 
(3)(A)  not  later  than  noon  of  the  first  work- 


ing day  after  the  date  the  patient  (or  pa- 
tient's representative)  receives  the  notice 
under  paragraph  ( 1 ),  and 

"(B)  the  conditions  described  in  section 
1879(a)(2)  with  respect  to  the  patient  or 
representative  are  met, 
the  hospital  may  not  charge  the  patient  for 
inpatient  hospital  services  furnished  before 
noon  of  the  day  after  the  date  the  patient 
or  representative  receives  notice  of  the  peer 
review  organization's  decision. 

"(5)  In  any  review  conducted  under  para- 
graph (2)  or  (3),  the  organization  shall  solic- 
it the  views  of  the  patient  involved  (or  the 
patient's  representative). " 

(2)  Effective  date.— (A)  Except  as  provid- 
ed in  subparagraph  (B),  the  amendment 
made  by  paragraph  ( 1 )  shall  apply  to  denial 
notices  furnished  by  hospitals  to  individuals 
on  or  after  the  first  day  of  the  first  month 
that  begins  more  than  30  days  after  the 
date  of  the  enactment  of  this  Act. 

(B)  Section  1154(d)(4)  of  the  Social  Secu- 
rity Act  (as  added  by  the  amendment  made 
by  paragraph  (D)  shall  take  effect  on  the 
date  of  the  enactment  of  this  Act. 

(b)  PRO  Review  of  Inpatient  Hospital 
Services  and  Early  Readmission  Cases.— 

(1)  Timely  provision  of  hospital  infor- 
mation.—Section  1153  of  such  Act  (42  U.S.C. 
1320C-2)  is  amended  by  adding  at  the  end 
the  following  new  subsection: 

•■(g)  The  Secretary  shall  provide  that  peer 
review  organizations  receive  each  month,  on 
a  timely  basis,  either  directly  from  hospitals 
or  through  fiscal  intermediaries  data  neces- 
sary to  initiate  the  review  process  under  sec- 
tion 1154(a)  on  a  timely  basis." 

(2)  Requiring  review  of  early  readmis- 
sion cases.— Section  1154(a)  of  such  Act  (42 
U.S.C.  1320c-3(a)),  as  amended  by  section 
9401(a)  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985.  is 
amended  by  adding  at  the  end  the  following 
new  paragraph: 

'(13)  Notwithstanding  paragraph  (4),  the 
organization  shall  perform  the  review  de- 
scribed in  paragraph  (1)  with  respect  to 
early  readmission  cases  to  determine  if  the 
previous  inpatient  hospital  services  and  the 
post-hospital  services  meet  professionally 
recognized  standards  of  health  care.  Such 
reviews  may  be  performed  on  a  sample  basis 
if  the  organization  and  the  Secretary  deter- 
mine it  to  be  appropriate.  In  this  paragraph, 
an  'early  readmission  case'  is  a  case  in  which 
an  individual,' after  discharge  from  a  hospi- 
tal, is  readmitted  to  a  hospital  less  than  31 
days  after  the  date  of  the  most  recent  previ- 
ous discharge." 

(3)  Effective  dates.— (A)  The  Secretary  of 
Health  and  Human  Services  shall  imple- 
ment the  amendment  made  by  paragraph 

( 1 )  not  later  than  6  months  after  the  date  of 
the  enactment  of  this  Act. 

(B)  The  amendment  made  by  paragraph 

(2)  shall  apply  to  contracts  entered  into  or 
renewed  on  or  after  January  1,  1987. 

(c)  Requiring  PRO  Review  of  Quality  of 
Care.— 

( 1 )  Allocation  of  funds  for  quality  care 
review.— Section  1154(a)(4)  of  such  Act  (42 
U.S.C.  1320c-3(a)(4))  is  amended  by  adding 
at  the  end  the  following:  "Each  peer  review 
organization  shall  provide  that  a  reasonable 
proportion  of  its  activities  are  involved  with 
reviewing,  under  paragraph  (1)(B).  the  qual- 
ity of  services  and  that  a  reasonable  alloca- 
tion of  such  activities  relating  to  quality  of 
services  is  made  among  the  different  cases 
and  settings  (including  inpatient  hospital 
care,  post-acute-care  settings,  ambulatory 
settings,  health  maintenance  organizations, 
and  competitive  medical  plans).  In  establish- 


ing such  allocation,  the  organization  shall 
consider  (i)  whether  there  is  reason  to  be- 
lieve that  there  is  a  particular  need  for  re- 
views of  particular  cases  or  settings  because 
of  previous  problems  regarding  quality  of 
care,  (ii)  the  cost  of  such  reviews  and  the 
likely  yield  of  such  reviews  in  terms  of 
number  and  seriousness  of  quality  of  care 
problems  likely  to  be  discovered  as  a  result 
of  such  reviews,  and  (iii)  the  availability  and 
adequacy  of  alternative  quality  review  and 
assurance  mechanisms.". 

(2)  Requiring  review  of  health  mainte- 
nance organizations  and  competitive  medi- 
cal plans.— Such  section  is  further  amend- 
ed- 

(A)  by  inserting  "(A)"  after  "(4)", 

(B)  by  adding  at  the  end  the  following 
new  subparagraph: 

"(B)  The  contract  of  each  organization 
shall  provide  for  the  review  of  services  (in- 
cluding both  inpatient  and  outpatient  serv- 
ices) provided  by  eligible  organizations  pur- 
suant to  a  contract  under  section  1876  for 
the  purpose  of  determining  whether  the 
quality  of  such  services  meets  professionally 
recognized  standards  of  health  care,  includ- 
ing whether  appropriate  health  care  serv- 
ices have  not  been  provided  or  have  been 
provided  in  inappropriate  settings.",  and 

(C)  by  adding  at  the  end  of  such  subpara- 
graph the  following:  "Under  the  contract 
the  level  of  effort  expended  by  the  organi- 
zation on  reviews  under  this  subparagraph 
shall  be  equivalent,  on  a  per  enrollec  basis, 
to  the  level  of  effort  expended  by  the  orga- 
nization on  utilization  and  quality  reviews 
performed  with  respect  to  individuals  not 
enrolled  with  an  eligible  organization.". 

(3)  Identification  of  methods  for  identi- 
fying CASES  of  substandard  care.— Section 
1154  of  such  Act  (42  U.S.C.  1320c-3),  as 
amended  by  subsection  (a)(1).  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(e)  The  Secretary,  in  consultation  with 
appropriate  experts,  shall  identify  methods 
that  would  be  available  to  assist  peer  review 
organizations  (under  subsection  (a)(4))  in 
identifying  those  cases  which  are  more 
likely  than  others  to  be  associated  with  a 
quality  of  ser\'ices  which  does  not  meet  pro- 
fessionally recognized  standards  of  health 
care." 

(4)  Effective  dates.— (A)  The  amend- 
ments made  by  paragraphs  (1)  and  (2)(B) 
shall  apply  to  contracts  as  of  January  1. 
1987. 

(B)  The  amendment  made  by  paragraph 
(2)(C)  shall  apply  to  review  activities  con- 
ducted by  organizations  on  or  after  January 
1.  1988. 

(C)  The  amendment  made  by  the  para- 
graph (3)  becomes  effective  on  the  date  of 
the  enactment  of  this  Act. 

(d)  Requiring  Consumer  Representative 
ON  Peer  Review  Boards.— 

(1)  In  general.— Section  1152  of  such  A<5t 
(42  U.S.C.  1320c- 1)  is  amended— 

(A)  by  striking  "and"  at  the  end  of  para- 
graph ( 1 ), 

(B)  by  striking  the  period  at  the  end  of 
paragraph  (2)  and  inserting  ":  and",  and 

(C)  by  adding  at  the  end  the  following 
new  paragraph: 

"(3)  has  at  least  one  individual  who  is  a 
representative  of  consumers  on  its  board  of 
directors." 

(2)  Effective  date.— The  amendment 
made  by  paragraph  (1)  shall  apply  to  con- 
tracts entered  into  or  renewed  on  or  after 
January  1,  1987. 

(e)  Improving  Peer  Review  Responsive- 
ness TO  Beneficiary  Complaints.— 
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(1)  Appropriate  review  op  complaints  re- 
quired.—Section  1154(a)  of  such  Act  (42 
U.S.C.  1320c-3(a)).  as  amended  by  subsec- 
tion (bK2).  is  further  amended  by  adding  at 
the  end  the  following  new  paragraph: 

"(14)  The  organization  shall  conduct  an 
appropriate  review  of  all  written  complaints 
about  the  quality  of  services  (for  which  pay- 
ment may  otherwise  be  made  under  title 
XVIII)  not  meeting  professionally  recog- 
nized standards  of  health  care,  if  the  com- 
plaint is  filed  with  the  organization  by  an 
individual  entitled  to  benefits  for  such  serv- 
ices under  such  title  (or  a  person  acting  on 
the  individuals  behalf).  The  organization 
shall  inform  the  individual  (or  representa- 
tive) of  the  organization's  conclusions  re- 
specting the  complaint  and  final  disposition 
of  the  complaint.  Before  the  organization 
concludes  that  the  quality  of  services  does 
not  meet  professionally  recognized  stand- 
ards of  health  care,  the  organization  must 
provide  the  practitioner  or  person  con- 
cerned with  reasonable  notice  and  opportu- 
nity for  discussion. ". 

(2)  Effective  date.— The  amendment 
made  by  paragraph  (1)  shall  apply  to  com- 
plaints received  on  or  after  the  first  day  of 
the  first  month  that  begins  more  than  9 
months  after  the  date  of  the  enactment  of 
this  Act. 

(f)  Sharing  of  Information  by  Peer 
Review  Organizations.— 

(1)  In  general.— Section  1160(b)(1)  of  such 
Act  (42  U.S.C.  1320c-9(b)(l))  is  amended— 

(A)  by  striliing  "and"  at  the  end  of  sub- 
paragraph (B), 

(B)  by  amending  subparagraph  (C)  to  read 
as  follows: 

"(C)  to  assist  appropriate  State  agencies 
recognized  by  the  Secretary  as  having  re- 
sponsibility for  licensing  or  certification  of 
providers  or  practitioners  or  to  assist  na- 
tional accreditation  bodies  acting  pursuant 
to  section  1865  in  accrediting  providers  for 
purposes  of  meeting  the  conditions  de- 
scribed in  title  XVIII,  which  data  and  infor- 
mation shall  be  provided  by  the  peer  review 
organization  to  any  such  agency  or  body  at 
the  request  of  such  agency  or  body  relating 
to  a  specific  case  or  to  a  possible  pattern  of 
substandard  care,  but  only  to  the  extent 
that  such  data  and  information  are  required 
by  the  agency  or  body  to  carry  out  its  re- 
spective function  which  is  within  the  juris- 
diction of  the  agency  or  body  under  State 
law  or  under  section  1865:  and":  and 

(C)  by  inserting  after  subparagraph  (C) 
the  following  new  subparagraph: 

"(D)  to  assist  State  ombudsmen  and  State 
protection  and  advocacy  officials  who  the 
Secretary  identifies  as  having  responsibility 
for  assuring  the  quality  of  care  furnished  by 
providers  or  practitioners,  which  data  and 
information  shall  be  provided  by  the  peer 
review  organization  to  any  such  ombudsman 
or  official  upon  request  relating  to  a  specific 
provider  or  practitioner,  but  only  to  the 
extent  that  such  data  and  information  are 
related  to  the  quality  of  care  furnished  by  a 
provider  or  practitioner  and  only  if  the  peer 
review  organization  determines  that  the 
data  and  information  may  reflect  a  failure 
in  a  substantial  number  of  cases  or  a  gross 
and  flagrant  failure  in  one  or  more  in- 
stances to  provide  services  of  a  quality 
which  meets  professionally  recognized 
standards  of  health  care,  and  that  the  data 
and  information  are  needed  by  the  ombuds- 
man or  official  in  carrying  out  official 
duties:". 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  apply  to  re- 
quests for  data  and  information  made  on 


and  after  the  end  of  the  6-month  period  be- 
ginning on  the  date  of  the  enactment  of  this 
Act. 

(g)  Funding  of  Additional  PRO  Activi- 
ties.— 

(1)  Through  agreements  with  hospitals, 
skilled  nursing  facilities,  and  home 
health  agencies.— Section  1866(a)  of  such 
Act  (42  U.S.C.  1395cc(a))  is  amended— 

(A)  in  paragraph  (1)(F)— 

(i)  by  redesignating  clauses  (i),  (ii),  and 
(iii),  as  subclauses  (I),  (II).  and  (III),  respec- 
tively, 

(ii)  by  inserting  "(i)"  after  "(P)".  and 

(iii)  by  adding  at  the  end  the  following 
new  clause: 

"(ii)  in  the  case  of  hospitals,  skilled  nurs- 
ing facilities,  and  home  health  agencies,  to 
maintain  an  agreement  with  a  utilization 
and  quality  control  peer  review  organization 
(which  has  a  contract  with  the  Secretary 
under  part  B  of  title  XI  for  the  area  in 
which  the  hospital,  facility,  or  agency  is  lo- 
cated) to  perform  the  functions  described  in 
paragraph  (4)(A):":  and 

(B)  by  adding  at  the  end  the  following 
new  paragraph: 

■(4)(A)  Under  the  agreement  required 
under  paragraph  (l)(P)(ii),  the  peer  review 
organization  must  perform  functions  (other 
than  those  covered  under  an  agreement 
under  paragraph  (l)(P)(i))  under  the  third 
sentence  of  section  1154(a)(4)(A)  and  under 
section  1154(a)(14)  with  respect  to  services, 
furnished  by  the  hospital,  facility,  or  agency 
involved,  for  which  payment  may  be  made 
under  this  title. 

"(B)  For  purposes  of  payment  under  this 
title,  the  cost  of  such  an  agreement  to  the 
hospital,  facility,  or  agency  shall  be  consid- 
ered a  cost  incurred  by  such  hospital,  facili- 
ty, or  agency  in  providing  covered  services 
under  this  title  and  shall  be  paid  directly  by 
the  Secretary  to  the  peer  review  organiza- 
tion on  behalf  of  such  ho.spital.  facility,  or 
agency  in  accordance  with  a  schedule  estab- 
lished by  the  Secretary. 
"(C)  Such  payments— 
"(i)  shall  be  transferred  in  appropriate 
proportions  from  the  Federal  Hospital  In- 
surance Trust  Fund  and  from  the  Federal 
Supplementary  Medical  Insurance  Trust 
Fund,  without  regard  to  amounts  appropri- 
ated in  advance  in  appropriation  Acts,  in 
the  same  manner  as  transfers  are  made  for 
payment  for  services  provided  directly  to 
beneficiaries,  and 

"(ii)  shall  not  be  less  in  the  aggregate  for 
hospitals,  facilities,  and  agencies  for  a  fiscal 
year  than  the  amounts  the  Secretary  deter- 
mines to  be  sufficient  to  cover  the  costs  of 
such  organizations'  conducting  the  activities 
described  in  subparagraph  (A)  with  respect 
to  such  hospitals,  facilities,  or  agencies 
under  part  B  of  title  XI. ". 

(2)  Through  agreements  with  health 
maintenance  organizations  and  competi- 
tive MEDICAL  PLANS.— Section  1876(i)  of  such 
Act  (42  U.S.C.  1395mm(i)),  as  amended  by 
section  10222(f)  of  this  subtitle,  is  amended 
by  adding  at  the  end  the  following  new 
paragraph: 

••(7)(A)  Each  risk-sharing  contract  with  an 
eligible  organization  under  this  section  shall 
provide  that  the  organization  will  maintain 
an  agreement  with  a  utilization  and  quality 
control  peer  review  organization  (which  has 
a  contract  with  the  Secretary  under  part  B 
of  title  XI  for  the  area  in  which  the  eligible 
organization  is  located)  under  which  the 
peer  review  organization  will  perform  func- 
tions under  section  1154(a)(4)(B)  and  sec- 
tion 1154(a)(14)  (other  than  those  per- 
formed under  contracts  described  In  section 


1866(a)(1)(F))  with  respect  to  services,  fur- 
nished by  the  eligible  organization,  for 
which  payment  may  be  made  under  this 
title. 

"(B)  For  purposes  of  payment  under  this 
title,  the  cost  of  such  agreement  to  the  eligi- 
ble organization  shall  be  considered  a  cost 
Incurred  by  a  provider  of  services  in  provid- 
ing covered  services  under  this  title  and 
shall  be  paid  directly  by  the  Secretary  to 
the  peer  review  organization  on  behalf  of 
such  eligible  organization  In  accordance 
with  a  schedule  established  by  the  Secre- 
tary. 

"(C)  Such  payments— 

"(I)  shall  be  transferred  In  appropriate 
proportions  from  the  Federal  Hospital  In- 
surance Trust  Fund  and  from  the  Supple- 
mentary Medical  Insurance  Trust  Fund, 
without  regard  to  amounts  appropriated  in 
advance  in  appropriation  Acts,  in  the  same 
manner  as  transfers  are  made  for  payment 
for  services  provided  directly  to  benefici- 
aries, and 

"(ID  shall  not  be  less  in  the  aggregate  for 
such  organizations  for  a  fiscal  year  than  the 
amounts  the  Secretary  determines  to  be  suf- 
ficient to  cover  the  costs  of  such  organiza- 
tions' conducting  activities  described  in  sub- 
paragraph (A)  with  respect  to  such  eligible 
organizations  under  part  B  of  title  XI.". 

(3)  Effective  date.— 

(A)  Hospitals,  skilled  nursing  facilities. 
AND  home  health  AGENCIES.— The  amend- 
ments made  by  paragraph  (1)  shall  apply  to 
provider  agreements  as  of  October  1. 1987. 

(B)  HMOs  AND  CMPS.— The  amendment 
made  by  paragraph  (2)  shall  apply  to  risk- 
sharing  contracts  with  eligible  organiza- 
tions, under  section  1876  of  the  Social  Secu- 
rity Act.  as  of  January  1.  1987. 

PART  5— ASSURING  ACCESS  TO  HEALTH 
CARE 

SEC.  10251.  INCENTIVES  FOR  THE  ESTABLISHMENT 
OF  STATE  HEALTH  INSURANCE 
POOLS. 

(a)  General  Rule.— Chapter  41  of  the  In- 
ternal Revenue  Code  of  1954  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subchapter: 
"Subchapter  B— Large  Employers  Not  Members 
of  Qualified  State  Health  Insurance  Pools 

"Sec.  4912.  Tax  on  wages  of  large  employers 
not  members  of  qualified  State 
health  insurance  pools. 

•SEC.  <912.  tax  on  wages  OF  LARGE  EMPLOYERS 
NCrr  MEMBERS  OF  Ql'ALlFIED  STATE 
HEALTH  INSl  RANCE  POOLS. 

"(a)  Tax  Imposed.— In  the  case  of  a  large 
employer  which— 

"(1)  employs  any  individual  to  perform 
services  in  a  State  that  has  established  a 
qualified  health  Insurance  pool,  and 

"(2)  Is  not  a  participating  member  of  that 
pool  in  a  taxable  year  at  any  time  at  which 
such  services  are  performed, 
there  Is  hereby  Imposed  a  tax  equal  to  5  per- 
cent of  the  wages  paid  by  the  employer 
during  the  taxable  year  for  services  per- 
formed in  the  State  by  its  employees. 

"(b)  Large  Employer.— For  purposes  of 
this  section— 

'(1)  In  general.— Except  as  provided  In 
paragraph  (2).  the  term  large  employer' 
means  an  employer  who.  on  each  of  some  20 
days  during  the  taxable  year  or  the  preced- 
ing taxable  year,  each  day  being  in  a  differ- 
ent calendar  week,  employed  for  some  por- 
tion of  the  day  (whether  or  not  at  the  same 
moment  of  time)  20  or  more  Individuals. 

"(2)  Exception  for  governmental  units.— 
The  term  large  employer'  shall  not  Include 
the  United  States,  any  SUte  or  political 
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subdivision  thereof,  or  any  possession  of  the 
United  States  or  any  agency  or  instnunen- 
tality  of  any  of  the  foregoing  (including  the 
United  States  Postal  Service  and  Postal 
Rate  Commission);  except  that  such  term 
shall  include  any  nonappropriated  fund  in- 
strumentality of  the  United  States. 

"(c)  Qualified  Health  Insurance  Pool.— 
For  purposes  of  this  section,  the  term  'quali- 
fied health  insurance  pool'  means  any  orga- 
nization which— 

"(1)  is  a  nonprofit  corporation  established 
pursuant  to  and  regulated  by  State  law; 

"(2)  permits  any  large  employer  doing 
business  in  the  State  to  be  a  participating 
members; 

"(3)  malies  available  (without  regard  to 
health  conditions)  to  all  residents  of  the 
State,  who  are  not  eligible  for  benefits 
under  part  A  of  title  XVIII  of  the  Social  Se- 
curity Act,  levels  of  health  insurance  typical 
of  the  levels  of  coverage  provided  through 
large  employer  groups,  except  that— 

"(A)  any  such  level  of  insurance  must 
limit  the  amount  of  the  annual  out-of- 
pocket  expenses  for  covered  services  under 
individual  coverage  to  (1,500  and  under 
family  coverage  to  $3,000, 

"(B)  any  such  level  of  insurance  may  not 
establish  a  lifetime  benefit  limit  for  any  in- 
dividual of  less  than  $500,000, 

"(C)  subject  to  subparagraph  (A),  such  in- 
surance may  provide  for  a  choice  of  deducti- 
bles (in  addition  to  the  deductibles  typical 
of  levels  of  coverage  provided  through  large 
employer  groups),  but  not  to  exceed  $1,000 
for  each  covered  individual, 

"(D)  such  insurance  may  deny  coverage 
for  covered  services  for  preexisting  condi- 
tions for  a  period  not  to  exceed  6  months, 
and 

"(E)  such  insurance  must  include  as  cov- 
ered services  the  purchase  and  repair  of 
medically  necessary  durable  medical  equip- 
ment; 

"(4)  charges  a  pool  premium  rate  expected 
to  be  self -supporting  based  upon  a  reasona- 
ble actuarial  determination  of  anticipated 
experience  and  expected  expenses,  such 
pool  premium  rate  in  no  event  to  exceed  150 
percent  of  average  premium  rates  for  indi- 
vidual standard  risks  in  the  State  for  com- 
parable coverage;  and 

"(5)  assesses  losses  of  the  p<x>l  equitably 
among  all  participating  members. 
Nothing  in  this  subsection  shall  be  con- 
strued as  preventing  a  State  or  other  entity 
from  providing  for  payment  of  part  or  all  of 
the  premium  of  an  enroUee  and  from  vary- 
ing the  amount  of  such  payment  based  on 
the  enroUee's  income  or  other  basis. 

"(d)  Other  Definitions.— 

"(1)  Use  of  futa  definitions.— For  pur- 
poses of  this  section,  the  terms  'wages',  'em- 
ployee', and  'employer'  have  the  meanings 
given  such  terms  in  subsections  (a),  (c),  and 
(d),  respectively,  of  section  3401. 

"(2)  State.— The  term  State'  includes  the 
District  of  Columbia  and  the  Common- 
wealth of  Puerto  Rico. 

"(e)  Cross  Reference.— 

"(I)  For  provision  denying  deduction  for  tax 
imposed  by  this  section,  see  section  275(aM6). 

"(2)  For  provisions  making  dericiency  proce- 
dures applicable  to  tax  imposed  by  this  section, 
see  section  6211  et  seq." 

(b>  Clerical  Amendbients.— 

(1)  Chapter  41  of  such  Code  is  amended 
by  striking  the  chapter  heading  and  insert- 
ing the  following: 


'CHAPTER  41— PUBLIC  CHARITIES;  LARGE 
EMPLOYERS  NOT  MEMBERS  OF  QUALI- 
FIED STATE  HEALTH  INSURANCE  POOLS 

"Subchapter  A.  Public  charities. 

"Subchapter  B.  Large  employers  not  mem- 
bers of  qualified  State  health 
insurance  pools. 
"Subchapter  A— Public  Charities". 

(2)  The  table  of  chapters  for  subtitle  D  of 
such  Code  is  amended  by  striking  the  item 
relating  to  chapter  41  and  inserting  the  fol- 
lowing: 

"Chapter  41.  Public  charities;  large  employ- 
ers not  members  of  qualified 
State  health  Insurance  pools." 

(3)  Subparagraph  (B)  of  section  6104(c)(1) 
of  such  Code  is  amended  by  striking  "or 
chapter  41  or  42"  and  inserting  ",  subchap- 
ter A  of  chapter  41  or  chapter  42". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  on  or  after  January  1,  1988. 

(d)  Establishment  of  Qualified  State 
Health  Insurance  Pools.— Congress  intends 
that  each  State  should  establish  a  qualified 
health  insurance  pool  (described  in  section 
4912(c)  of  the  Internal  Revenue  Code  of 
1954)  by  not  later  than  January  1,  1988,  or, 
if  later,  the  end  of  the  first  regular  State 
legislative  session  that  begins  after  the  date 
of  the  enactment  of  this  Act. 

SEC.  I02.M.  COBRA  TECHNICAL  AMENDMENTS'RE- 
LATINC.  TO  CONTINIATION  OF  EM- 
PLOYER-BASED HEALTH  INSIRANCE 
COVERAGE. 

(a)  Modification  of  Coverage.— Para- 
graph (2)(A)  of  section  162(k)  of  the  Inter- 
nal Revenue  Code  of  1954  (relating  to  type 
of  benefit  coverage)  is  amended  by  adding 
at  the  end  the  following:  "If  coverage  is 
modified  under  the  plsin  for  similarly  situat- 
ed beneficiaries,  such  coverage  shall  also  be 
modified  in  the  same  manner  for  all  quali- 
fied beneficiaries  covered  under  the  plan.". 

(b)  Maximum  Period  of  Continuation 
Coverage.— Paragraph  (2)(B)(i)  of  such  sec- 
tion (relating  to  maximum  period  of  con- 
tinuation coverage)  is  amended— 

(1)  by  striking  out  the  period  at  the  end 
and  inserting  a  semicolon,  and 

(2)  by  adding  at  the  end  the  following: 
■"except  that  in  the  case  of  a  qualified  bene- 
ficiary with  respect  to  whom  more  than  one 
qualifying  event  occurs,  the  date  may  be  ex- 
tended under  this  clause  but  in  no  case  may 
the  coverage  period  with  respect  to  such 
events  (other  than  the  period  applicable  to 
a  qualifying  event  described  in  paragraph 
(3)(F))  exceed  a  36-month  period  for  such 
qualified  beneficiary.". 

(c)  Grace  Period  for  Payment  of  Premi- 
ums.—Paragraph  (2)(B)(iii)  of  such  section 
(relating  to  failure  to  pay  premium)  is 
amended  by  adding  at  the  end  the  follow- 
ing: "Payment  shall  be  considered  to  be 
timely  if  made  within  30  days  of  the  date 
due  or  within  such  longer  period  as  applies 
to  or  under  the  plan." 

(d)  Election  by  Beneficiaries.— Para- 
graph (5)  of  such  section  (relating  to  elec- 
tions) is  amended  by  adding  at  the  end  the 
following  new  subparagraph: 

"(C)  Right  to  individual  election.— Not- 
withstanding subparagraph  (B),  each  quali- 
fied beneficiary  is  entitled  to  make  a  sepa- 
rate election  with  respect  to  continuation 
coverage  for  that  beneficiary  and,  if  there  is 
a  choice  of  type  of  coverage  under  the  plan, 
to  make  a  separate  selection  among  such 
types  of  coverage.". 

(e)  Notice  Requirement.- Paragraph 
(6)(C)  of  such  section  (relating  to  notice  re- 


quirements) is  amended  by  Inserting 
"within  60  days  of  the  date  of  the  qualifying 
event"  after  "paragraph  (3)". 

(f)  Effective  Date.— The  amendments 
made  by  this  section  shall  be  effective  as  if 
they  had  been  included  in  the  enactment  of 
the  Consolidated  Omnibus  Budget  Reconcil- 
iation Act  of  1985. 

sec.  I02S3.  CONTINLA'nON  COVERAGE  FOR  RETIR- 
EES IN  CASES  OF  BANKRUPTCIES. 

(a)  Loss  OF  Coverage  of  Retiree  Through 
Bankruptcy  as  Qualifying  Event.- Para- 
graph (3)  of  section  162(k)  of  the  Internal 
Revenue  Code  of  1954  (relating  to  qualify- 
ing event  with  respect  to  continuation  cov- 
erage requirements  under  group  health 
plans)  is  amended  by  adding  at  the  end  the 
following: 

"(P)  A  proceeding  in  a  case  under  title  11, 
United  States  Code,  commencing  on  or  after 
July  1,  1986,  with  respect  to  the  employer 
from  whose  employment  the  covered  em- 
ployee retired  at  any  time. 
In  the  case  of  an  event  described  in  subpara- 
graph (F),  a  loss  of  coverage  includes  a  sub- 
stantial elimination  of  coverage  with  respect 
to  a  qualified  beneficiary  described  in  para- 
graph (7)(B)(iii)  within  one  year  before  or 
after  the  date  of  commencement  of  the  pro- 
ceeding." 

(b)  Period  of  Continuation  Coverage.- 

(1)  Life  of  covered  employee  or  widow 

AND    additional    36    MONTHS    FOR    SURVIVING 

spouse  and  DEPENDENTS.— Clause  (i)  of  sec- 
tion 162(k)(2)(B)  of  such  Code  (relating  to 
maximum  period)  is  amended— 

(A)  by  striking  "and"  at  the  end  of  sub- 
clause (I), 

(B)  in  subclause  (II),  by  inserting  "or  (II)" 
after  -(I)", 

(C)  by  redesignating  subclause  (II)  as  sub- 
clause (III),  and 

(D)  by  inserting  after  subclause  (I)  the 
following  new  subclause: 

"(II)  a  qualifying  event  described  in  para- 
graph (3)(F)  (relating  to  banltruptcy  pro- 
ceedings), the  date  of  the  death  of  the  cov- 
ered employee  or  qualified  beneficiary  (de- 
scribed in  paragraph  (7)(B)(iii)(III)).  or  in 
the  case  of  the  surviving  spouse  or  depend- 
ent children  of  the  covered  employee,  36 
months  after  the  date  of  the  death  of  the 
covered  employee,  and". 

(2)  Coverage  not  lost  upon  entitlement 

TO     MEDICARE     BENEFITS.— SubClauSe     (II)     Of 

section  162(k)(2)(B)(iv)  of  such  Code  (relat- 
ing to  reemployment  or  medicare  eligibility) 
is  amended  by  inserting  "in  the  case  of  a 
qualified  beneficiary  other  than  a  qualified 
beneficiary  described  in  paragraph 
(7)(B)(iii)."  before  -entitled". 

(c)  Definition  of  qualified  beneficiary 
MODIFIED  IN  reorganization  CASES.— Section 
162(k)(7)(B)  of  such  Code  (relating  to  spe- 
cial rule  for  termination  and  reduced  em- 
ployment in  definition  of  qualified  benefici- 
ary) is  amended  by  adding  at  the  end  the 
following  new  clause: 

"(iii)  Special  rule  for  retirees  and 
WIDOWS.— In  the  case  of  a  qualifying  event 
described  in  paragraph  (3)(F),  the  term 
'qualified  beneficiary'  includes  a  covered 
employee  who  had  retired  on  or  before  the 
date  of  sut>stantial  elimination  of  coverage 
and  any  other  individual  who,  on  the  day 
before  such  qualifying  event,  is  a  benefici- 
ary under  the  plan— 

"(I)  as  the  spouse  of  the  covered  employ- 
ee, 

"(II)  as  the  dependent  child  of  the  em- 
ployee, or 

"(HI)  as  the  surviving  spouse  of  the  cov- 
ered employee.". 
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(d)  ErrecTivi:  Date.— 

(1)  In  general.— The  amendments  made 
by  this  section  shall  take  effect  as  if  includ- 
ed in  section  10001  of  the  Consolidated  Om- 
nibus Budget  Reconciliation  Act  of  1985. 

(2)  Treatment  of  certain  bankruptcy 
PROCEEDINGS.— Notwithstanding  paragraph 
(1)  and  section  10001(e)  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985, 
the  amendments  made  by  this  section  and 
by  section  10001  of  such  Act  shall  apply  in 
the  case  of  plan  years  ending  during  the  12- 
month  period  beginning  July  1,  1986,  but 
only  with  respect  to— 

(A)  a  qualifying  event  described  in  section 
162(k)(3){P)  of  the  Internal  Revenue  Code 
of  1954.  and 

(B)  a  qualifying  event  described  in  section 
162(k)<3)<A)  of  such  Code  relating  to  the 
death  of  a  retired  employee  occurring  after 
the  date  of  the  qualifying  event  described  in 
subparagraph  (A). 

(3)  Treatment  of  current  retirees.— Sec- 
tion 162<kK3)(F)  of  the  Internal  Revenue 
Code  of  1954  applies  to  covered  employees 
who  retired  before,  on,  or  after  the  date  of 
the  enactment  of  this  Act. 

Subtitle  D — Revenue  Provisions 

sec.  10301.  extension  of  excise  tax  on  comml- 
nications  services. 

(a)  In  General.— The  table  contained  in 
paragraph  (2)  of  section  4251(b)  of  the  In- 
ternal Revenue  Code  of  1954  (relating  to  im- 
position of  tax  on  communications  services) 
is  amended  to  read  as  follows: 


"With         respect         to    The  applicable  percent- 
amounts  paid  pursu-  age  is: 
ant  to  bills  first  ren- 
dered: 

During  1987.  1988,  or  1989 3 

During  1990  or  thereafter 0." 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  with  re- 
spect to  amoimts  paid  for  communications 
services  pursuant  to  bills  first  rendered 
after  December  31,  1986. 

SEC.  10302.  STIDY  OF  CO.MMINICATION  SERVICES 
NOT  SIBJECT  TO  FEDERAL  EXCISE 
TAX. 

(a)  In  General.— The  Secretary  of  the 
Treasury  or  his  delegate  shall  conduct  a 
study  of  communication  services  which  are 
exempt  from  the  tax  imposed  by  section 
4251  of  the  Internal  Revenue  Code  of  1954 
by  reason  of  being  a  private  communication 
service  (as  defined  in  section  4252(d)  of  such 
Code)  or  by  reason  of  a  specific  exemption 
from  such  tax  under  section  4253  of  such 
Code.  Such  study  shall  include  an  estimate 
of  the  reduction  in  tax  revenues  by  reason 
of  each  such  exemption  and  shall  describe 
the  types  of  persons  which  benefit  from 
each  such  exemption. 

(b)  Report.— The  report  of  the  study 
under  subsection  (a)  shall  be  submitted,  not 
later  than  December  31,  1987,  to  the  Com- 
mittee on  Ways  and  Means  of  the  House  of 
Representatives  and  the  Committee  on  Fi- 
nance of  the  Senate. 

The  CHAIRMAN.  Amendments 
printed  in  section  1  of  House  Report 
99-871  are  considered  as  having  been 
adopted.  No  other  amendments  are  in 
order  except  the  amendments  printed 
in  section  2  of  House  Report  99-871, 
which  shall  be  considered  only  in  the 
order   listed   and   if   offered   by   the 


Member  indicated  in  said  report.  The 
amendments  shall  not  be  subject  to 
amendment  or  to  a  demand  for  a  divi- 
sion of  the  question  but  each  amend- 
ment shall  be  debatable  as  specified  in 
House  Report  99-871, 

The  text  of  the  amendments  to  H.R. 
5300,  printed  in  section  1  of  House 
Report  99-871  are  considered  as 
having  been  adopted,  is  as  follows: 

I.  The  following  are  the  amendments  con- 
sidered to  have  been  adopted  in  the  House 
and  in  the  Committee  of  the  Whole  under 
House  Resolution  558. 

Page  6,  strike  out  line  23  and  all  that  fol- 
lows thereafter  through  page  18.  line  15. 

Page  159,  strike  out  line  15  and  all  that 
follows  thereafter  through  page  160,  line  8 
and  redesignate  succeeding  subtitles  accord- 
ingly. 

Page  301,  strike  out  line  1  and  all  that  fol- 
lows thereafter  through  page  313,  line  19, 
and  redesignate  succeeding  subtitles  accord- 
ingly. 

Page  541.  after  line  10,  insert  the  follow- 
ing: 

■■(3)  Exception  for  certain  churches  and 
associated  organizations.— The  term  'large 
employer'  shall  not  include,  with  respect  to 
a  State  health  insurance  pool  in  a  State, 
any— 

"(A)  church, 

"(B)  convention  or  association  of  church- 
es, or 

"(C)  organization  which  is  controlled  by 
or  associated  (as  described  in  section 
414(e)(3)(D))  with  a  church  or  convention 
or  association  of  churches, 
if  the  church,  convention,  association,  or  or- 
ganization states  (in  accordance  with  such 
procedures  as  the  Secretary  determines  to 
be  appropriate)  that  it  is  opposed  for  reli- 
gious reasons  to  participation  in  the  State 
health  insurance  pool  of  that  State. 

Page  542,  line  14,  strike  "and". 

Page  542,  line  17,  strike  the  semicolon  and 
insert  ",  and". 

Page  542,  after  line  17,  insert  the  follow- 
ing: 

"(F)  such  Insurance  may  deny  coverage 
for  some  or  all  services  or  other  costs  relat- 
ing to  abortion: 

Page  156,  after  line  6.  insert  the  following 
new  subtitle: 

Subtitle  H— Rail  Related  Is.sues 
PART  1— GENERAL  PROVISIONS 

SEC.  4701.  SHORT  TITLE:  TABLE  OF  CONTENTS  OF 
SIBTITLE. 

(a)  Short  Title.— This  subtitle  may  be 
cited  as  the  "Conrail  Privatization  Act". 

(b)  Table  of  Contents  of  Subtitle.— 

Part  1— General  Provisions 
Sec.  4701.  Short  title;  table  of  contents  of 

subtitle. 
Sec.  4702.  Findings. 
Sec.  4703.  Purposes. 
Sec.  4704.  Definitions. 

Part  2— Conrail 

subpart  A— sale  of  conrail 
Sec.  4711.  Preparation  for  public  offering. 
Sec.  4712.  Public  offering. 
Sec.  4713.  Fees. 
subpart  b— other  matters  relating  to  the 

SALE 

Sec.  4721.  Rail  service  guarantees. 
Sec.  4722.  Ownership  limitations. 
Sec.  4723.  Board  of  Directors. 
Sec.  4724.  Provisions  for  employees. 
Sec.  4725.  Essential       rail       service       loan 
guarantees. 


Sec.  4726.  Certain  enforcement  relief. 

subpart  C— MISCELLANEOUS  TECHNICAL  AND 
CONFORMING  AMENDMENTS  AND  REPEALS 

Sec.  4731.  Abolition      of      United      States 

Railway  Association. 
Sec.  4732.  Applicability    of    Regional    Rail 

Reorganization    Act    of    1973    to 

Conrail  after  sale. 
Sec.  4733.  Miscellaneous   amendments   and 

repeals. 
Sec.  4734.  Liability  of  directors. 
Sec.  4735.  Charter  amendment. 
Sec.  4736.  Status  of  Conrail  after  sale. 
Sec.  4737.  Effect  on  contracts. 
Sec.  4738.  Resolution  of  certain  issues. 

Part  3— Promotion  of  Rail  Competition 
Sec.  4751.  Rail  service  continuation. 
Sec.  4752.  Agriculture  contract  disclosure. 
Sec.  4753.  Boxcar  provision. 

SEC.  1702.  FINDINCS. 

The  Congress  finds  that— 

(1)  the  bankruptcy  of  the  Perm  Central 
and  other  railroads  in  the  Northeast  and 
Midwest  resulted  in  a  transportation  emer- 
gency which  required  the  intervention  of 
the  Federal  Government; 

(2)  the  United  States  Government  created 
the  Consolidated  Rail  Corporation,  which 
provides  essential  rail  service  to  the  North- 
east and  Midwest; 

(3)  the  future  of  rail  ser\'ice  in  the  North- 
east and  Midwest  is  essential  and  must  be 
protected  through  rail  service  guarantees, 
consistent  with  the  transfer  of  the  Corpora- 
tion to  the  private  sector; 

(4)  the  Northeast  Rail  Service  Act  of  1981 
has  achieved  its  purpose  in  allowing  the 
Corporation  to  Ijecome  financially  self-sus- 
taining; 

(5)  the  Federal  Government  has  invested 
over  $7,000,000,000  in  providing  rail  service 
to  the  Northeast  and  Midwest; 

(6)  the  Government,  as  a  result  of  its  own- 
ership and  investment  of  taxpayer  dollars  in 
the  Corporation,  controls  substantial  assets, 
including  cash  of  approximately 
$1,000,000,000; 

(7)  the  Corporation's  viability  and  sound 
performance  allow  it  to  be  sold  to  the  Amer- 
ican public  for  a  substantial  sum  through  a 
public  offering; 

(8)  a  public  offering  of  the  Corporation's 
stock  will  preserve  competitive  rail  service 
in  the  region,  provide  the  greatest  return  to 
the  Government,  and  protect  employment; 

(9)  the  Corporation's  employees  contribut- 
ed significantly  to  the  turnaround  in  the 
Corporation's  financial  performance  and 
they  should  share  in  the  Corporation's  suc- 
cess through  a  settlement  of  their  claims  for 
reimbursement  for  wages  below  industry 
standard,  and  a  share  in  the  common  equity 
of  the  Corporation  through  the  employee 
stock  ownership  plan; 

(10)  the  requirements  of  section  401(e)  of 
the  Regional  Rail  Reorganization  Act  of 
1973  are  met  by  this  subtitle; 

(11)  the  Secretary  of  Transportation  has 
discharged  the  responsibilities  of  the  De- 
partment of  Transportation  under  the 
Northeast  Rail  Service  Act  of  1981  with  re- 
spect to  the  sale  of  the  Corporation  as  a 
single  entity; 

(12)  the  Staggers  Rail  Act  of  1980  has 
been  successful  in  reducing  unneeded  Gov- 
ernment regulation  of  the  railroad  industry, 
improving  rail  service  for  shippers,  and  im- 
proving the  previously  inadequate  earnings 
of  the  railroad  industry;  and 

(13)  the  implementation  of  the  Staggers 
Rail  Act  of  1980  and  the  Interstate  Com- 
merce   Act    by    the    Interstate    Commerce 
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Commission  has  caused  problems  for  some 
shippers  and  for  employees. 

SEC.  1703.  PURPOSES. 

The  purposes  of  this  subtitle  are— 

(1)  to  transfer  the  interest  of  the  United 
States  in  the  common  stock  of  the  Corpora- 
tion to  the  private  sector  through  the 
broadest  practicable  distribution  of  shares, 
in  a  manner  that  provides  for  the  long-term 
viability  of  the  Corporation,  provides  for 
the  continuation  by  the  Corporation  of  its 
rail  service  in  the  Northeast  and  Midwest, 
provides  for  the  protection  of  the  public  in- 
terest in  a  sound  rail  transportation  system, 
and  secures  the  maximum  proceeds  to  the 
United  States;  and 

(2)  to  correct  problems  in  the  implementa- 
tion of  the  Staggers  Rail  Act  of  1980. 

SEC.  4704.  DEFINITIONS. 

For  the  purposes  of  this  subtitle— 

(1)  the  term  "capital  expenditures"  means 
amounts  expended  by  the  Corporation  and 
its  subsidiaries  for  replacement  or  rehabili- 
tation of,  or  enhancements  to,  the  railroad 
plant,  properly,  trackage,  and  equipment  of 
the  Corporation  and  its  subsidiaries,  as  de- 
termined in  accordance  with  generally  ac- 
cepted accounting  principles,  and  in  inter- 
preting generally  accepted  accounting  prin- 
ciples, no  amount  spent  on  normal  repair, 
maintenance,  and  upkeep  of  such  railroad 
plant,  property,  trackage,  and  equipment  in 
the  ordinary  course  of  business  shall  consti- 
tute capital  expenditures; 

(2)  the  term  "Commission"  means  the 
Interstate  Commerce  Commission; 

(3)  the  term  "Corporation"  means  the 
Consolidated  Rail  Corporation; 

(4)  the  term  "cumulative  net  income" 
means,  for  any  period,  the  net  income  of  the 
Corporation  and  its  consolidated  subsidiar- 
ies (after  provision  for  income  taxes)  as  de- 
termined in  accordance  with  generally  ac- 
cepted accounting  principles,  before  provi- 
sion for  expenses  related  to— 

(A)  amounts  paid  by  the  Corporation 
under  section  4724(e),  and  comparable  pay- 
ments made  to  present  and  former  employ- 
ees of  the  Corporation  not  covered  by  such 
section;  and 

(B)  the  aggregate  value  of  the  shares  dis- 
tributed under  section  4724(f); 

(5)  the  term  "person"  means  an  individ- 
ual, corporation,  partnership,  association, 
trust,  or  other  entity  or  organization,  in- 
cluding a  government  or  political  subdivi- 
sion thereof  or  a  governmental  body; 

(6)  the  term  "preferred  stock"  means  any 
class  or  series  of  preferred  stock,  and  any 
class  or  series  of  common  stock  having  liqui- 
dation and  dividend  rights  and  preferences 
superior  to  the  common  stock  of  the  Corpo- 
ration offered  for  sale  on  or  after  the  sale 
date; 

(7)  the  term  "public  offering"  means  an 
underwritten  offering  to  the  public  of  such 
common  stock  of  the  Corporation  as  the 
Secretary  of  Transportation  determines  to 
sell  under  section  4712; 

(8)  the  term  "sale  date"  means  the  date  on 
which  the  initial  public  offering  is  closed; 

(9)  the  term  "subsidiary"  means  any  cor- 
poration more  than  50  percent  of  whose 
outstanding  voting  securities  are  directly  or 
indirectly  owned  by  the  Corporation; 

(10)  the  term  "United  States  share" 
means  a  share  of  common  stock  of  the  Cor- 
poration held  by  the  United  States  Govern- 
ment on  the  date  of  the  enactment  of  this 
Act:  and 

(11)  the  term  "warrant"  means  an  instru- 
ment entitling  its  owner  to  purchase,  at  a 
prescribed  price  or  prices  for  a  prescribed 
period,  common  stock  of  the  Corporation. 


PART  2— CONRAIL 
Subpart  A — Sale  of  Conrail 
SEC.  471 1.  PREPARATION  FOR  PI  BI.IC  OFFERING. 

(a)  Public  Offering  Managers.— (1)  Not 
later  than  30  days  after  the  date  of  the  en- 
actment of  this  Act,  the  Secretary  of  Trans- 
portation, in  consultation  with  the  Secre- 
tary of  the  Treasury  and  the  Chief  Execu- 
tive Officer  of  the  Corporation,  shall  retain 
the  services  of  investment  bankers  to  serve 
jointly  and  be  compensated  equally  as  co- 
lead  managers  of  the  public  offering  (here- 
after in  this  subpart  referred  to  as  the  "co- 
lead  managers")  and  to  establish  a  syndicate 
to  underwrite  the  public  offering. 

(2)  In  selecting  the  investment  bankers  to 
serve  as  co-lead  managers  of  the  public  of- 
fering under  paragraph  (1),  recognition  and 
consideration  shall  be  given  to  contributions 
made  by  particular  investment  banking 
firms  before  the  date  of  the  enactment  of 
this  Act  in  demonstrating  and  promoting 
the  long-term  financial  viability  of  the  Cor- 
poration and  the  feasibility  of  a  public  stock 
offering. 

(b)  Payment  to  the  United  States.— Not 
later  than  30  days  after  the  date  of  the  en- 
actment of  this  Act,  the  Corfjoration  shall 
transfer  to  the  Secretary  of  the  Treasury 
$300,000,000. 

(c)  Registration  Statement.— The  Corpo- 
ration shall  prepare  and  cause  to  be  filed 
with  the  Securities  and  Exchange  Commis- 
sion a  registration  statement  with  respect  to 
the  securities  to  be  offered  and  sold  in  ac- 
cordance with  the  securities  laws  and  the 
rules  and  regulations  thereunder  in  connec- 
tion with  the  initial  and  any  subsequent 
public  offering. 

(d)  Limit  on  Authority  To  Purchase 
Stock.— Section  216(b)  of  the  Regional  Rail 
Reorganization  Act  of  1973  (45  U.S.C. 
726(b))  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(5)  The  authority  of  the  Association  to 
purchase  debentures  or  series  A  preferred 
stock  of  the  Corporation  shall  terminate 
upon  the  date  of  the  enactment  of  the  Con- 
rail  Privatization  Act.". 

SEC.  4712.  PI  nU'.  OFKERIM.. 

(a)  Structure  of  Public  Offering.— d) 
After  the  registration  statement  referred  to 
in  section  4711(c)  is  declared  effective  by 
the  Securities  and  Exchange  Commission, 
the  Secretary  of  Transportation,  in  consul- 
tation with  the  Secretary  of  the  Treasury, 
the  Chairman  of  the  Board  of  Directors  of 
the  Corporation,  and  the  co-lead  managers, 
shall  offer  the  United  States  shares  for  sale 
in  a  public  offering,  except  as  provided  in 
paragraphs  (2)  and  (3). 

(2)  The  Secretary  of  Transportation,  after 
such  consultation,  may  elect  to  offer  less 
than  all  of  the  United  States  shares  for  sale 
at  the  time  of  the  initial  sale. 

(3)  Under  no  circumstances  shall  the  Sec- 
retary of  Transportation  offer  any  of  the 
United  States  shares  for  sale  unless,  before 
the  sale  date,  the  Secretary  determines, 
after  such  consultation,  that  the  estimated 
sum  of  the  gross  proceeds  from  the  sale  of 
all  the  United  States  shares  and  the  value 
of  any  warrants  issued  under  subsection  (f) 
is  at  least  $1,700,000,000. 

lb)  Subsesuent  SALES.-If  the  Secretary  of 
Transportation  elects  to  offer  for  sale  less 
than  all  the  United  States  shares,  the  Secre- 
tary shall  sell  the  remaining  United  States 
shares  in  subsequent  public  offerings. 

(c)  Consent  of  the  Corporation  Not  Re- 
quired.—Any  public  offering  under  this  sec- 
tion may  be  made  without  the  consent  of 
the  Corporation, 


(d)  Authority  To  Require  Stock 
Splits.— (1)  The  Secretary  of  Transporta- 
tion, in  consultation  with  the  co-lead  man- 
agers and  the  Chairman  of  the  Board  of  Di- 
rectors of  the  Corporation,  may,  in  connec- 
tion with  the  initial  public  offering  de- 
scribed in  subsection  (a),  before  the  filing  of 
the  registration  statement  referred  to  in 
section  4711(c),  require  the  Corporation  to 
declare  a  stock  split  or  reverse  stock  split. 

(2)  The  Corporation  shall  take  such  action 
as  may  be  necessary  to  comply  with  the  Sec- 
retary's requirements  under  this  subsection. 

(e)  Cancellation  of  Other  Securities 
Held  by  the  United  States.— (1)  In  consid- 
eration for  amounts  transferred  to  the 
United  States  under  section  4711(b),  and  for 
any  warrants  issued  under  subsection  (f)  of 
this  section,  the  Secretary  of  Transporta- 
tion shall,  concurrent  with  the  initial  public 
offering  described  in  subsection  (a),  deliver 
to  the  Corporation  all  preferred  stock.  7.5 
percent  debentures,  and  contingent  interest 
notes  of  the  Corporation.  The  Corporation 
shall  immediately  cancel  such  debentures, 
preferred  stock,  and  contingent  interest 
notes,  and  any  interest  of  the  United  States 
in  such  debentures,  preferred  stock,  and 
contingent  interest  notes  shall  be  thereby 
extinguished. 

(2)  For  purposes  of  regulation  by  the 
Commission  and  State  public  utility  regula- 
tion, and  for  purposes  of  reporting  to  the 
Securities  and  Exchange  Commission,  the 
actions  authorized  by  this  subsection,  the 
public  offering,  and  the  value  of  the  consid- 
eration received  therefor  shall  not  change 
the  value  of  the  Corporation's  assets  net  of 
depreciation  and  shall  not  be  used  to  alter 
the  calculation  of  the  Corporation's  stock  or 
asset  values,  rate  base,  expenses,  costs,  re- 
turns, profits,  or  revenues,  or  otherwise 
affect  or  be  the  basis  for  a  change  in  the 
regulation  of  any  railroad  service,  rate,  or 
practice  provided  or  established  by  the  Cor- 
poration, or  any  change  in  the  financial  re- 
porting practice  of  the  Corporation. 

(f)  Issuance  of  Warrants.— (1)  Before  the 
registration  statement  referred  to  in  section 
4711(c)  is  declared  effective  by  the  Securi- 
ties and  Exchange  Commission,  the  Secre- 
tary of  Transportation,  in  consultation  with 
the  Secretary  of  the  Treasury,  the  Chair- 
man of  the  Board  of  Directors  of  the  Corpo- 
ration, and  the  co-lead  managers,  shall  de- 
termine whether  to  require  the  Corporation 
to  issue  warrants  to  the  United  States  in 
conjunction  with  the  public  offering,  if  it 
will  increase  the  amount  to  be  realized  by 
the  United  States. 

(2)  The  Corporation  shall  take  such  action 
as  may  be  necessary  to  comply  with  the  Sec- 
retary's requirements  under  this  subsection. 

(g)  Minority  Investment  Banking 
Firms.— The  Secretary  of  Transportation 
shall  ensure  that  minority  owned  or  con- 
trolled investment  banking  firms  shall  have 
an  opportunity  to  participate  to  a  signifi- 
cant degree  in  any  public  offering  under 
this  part. 

(h)  General  Accounting  Office  Author- 
ity To  Conduct  Audits— The  General  Ac- 
counting Office  may  make  such  audits  as 
may  be  deemed  appropriate  by  the  Comp- 
troller General  of  the  United  States  of  all 
accounts,  books,  records,  memoranda,  corre- 
spondence, and  other  documents  and  trans- 
actions of  the  Corporation  and  the  co-lead 
managers  associated  with  the  public  offer- 
ing. The  co-lead  managers  shall  agree,  in 
writing,  to  allow  the  General  Accounting 
Office  to  make  such  audits.  The  General 
Accounting  Office  shall  report  the  resulU  of 
all  such  audits  to  the  Congress. 
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SEC  4713.  FEES. 

The  Secretary  of  Transportation,  in  con- 
sultation with  the  Secretary  of  the  Treas- 
ury and  the  Chairman  of  the  Board  of  Di- 
rectors of  the  Corporation,  shall  agree  to 
pay  to  investment  bankers  and  other  per- 
sons participating  in  the  public  offering  the 
absolute  minimum  amount  in  fees  necessary 
to  carry  out  the  public  offering. 

Subpwt  B— Other  Matters  Relating  to  the  Sale 

SEC.  4721.  RAIL  SERVICE  Gl  ARANTEES. 

(a)  Five- Year  Restrictions  on  the  Corpo- 
ration.—During  a  period  of  5  years  begin- 
ning on  the  date  of  the  enactment  of  this 
Act.  the  following  restrictions  shall  apply  to 
the  Corporation: 

(1)  The  Corporation  shall  spend  in  each 
fiscal  year  the  greater  of  (A)  an  amount 
equal  to  the  Corporation's  depreciation  for 
financial  reporting  purposes  for  such  year 
or  (B)  $500,000,000,  in  capital  expenditures. 
With  respect  to  any  fiscal  year,  the  Corpo- 
ration's Board  of  Directors  may  reduce  the 
required  capital  expenditures  for  such  year 
to  an  amount  which  the  Board  determines 
is  justified  by  prudent  business  suid  engi- 
neering practices,  except  that  the  Corpora- 
tion's capital  expenditures  shall  not  be  less 
than  $350,000,000  for  its  first  fiscal  year  be- 
ginning after  the  sale  date,  a  total  of 
$700,000,000  for  its  first  two  fiscal  years  be- 
ginning after  the  sale  date,  a  total  of 
$1,050,000,000  for  its  first  three  fiscal  years 
beginning  after  the  sale  date,  a  total  of 
$1,400,000,000  for  its  first  four  fiscal  years 
beginning  after  the  sale  date,  and  a  total  of 
$1,750,000,000  for  its  first  five  fiscal  years 
beginning  after  the  sale  date. 

(2)(A)  Except  as  otherwise  provided  under 
subparagraph  (B).  no  common  stocli  divi- 
dend or  preferred  stock  dividend  may  be  de- 
clared or  paid  by  the  Corporation. 

(B)(i)  Concurrent  with  the  declaration  of 
any  common  stock  dividend  or  preferred 
stock  dividend,  the  Corporation's  Board  of 
Directors  shall  find  and  certify  that,  after 
payment  of  such  dividend  the  Corporation 
will  be  in  compliance  with  the  requirements 
of  paragraph  (1)  for  the  fiscal  year  in  which 
such  dividend  payment  is  made. 

(ii)  Concurrent  with  the  declaration  of 
any  common  stock  dividend,  the  Corpora- 
tion's Board  of  Directors  shall  find  and  cer- 
tify that,  after  payment  of  such  dividend, 
the  cumulative  amount  of  all  common  stock 
dividends  paid  after  the  sale  date  will  not 
exceed  50  percent  of— 

(I)  the  cumulative  net  income  of  the  Cor- 
poration for  the  period  beginning  after  the 
end  of  the  last  fiscal  quarter  of  the  Corpora- 
tion ending  before  the  sale  date,  less 

<II)  the  cumulative  amount  of  any  pre- 
ferred stock  dividends  declared  and  paid 
after  the  sale  date. 

(C)  For  purposes  of  this  paragraph— 

(i)  the  term  "common  stock  dividend" 
means— 

(I)  the  declaration  or  payment  by  the  Cor- 
poration of  any  dividends  in  cash,  property, 
or  other  assets  with  respect  to  any  shares  of 
the  common  stock  of  the  Corporation 
(other  than  dividends  payable  solely  .  in 
shares  of  the  common  stock  of  the  Corpora- 
tion); 

(II)  the  application  of  any  of  the  property 
or  assets  of  the  Corporation  to  the  pur- 
chase, redemption,  or  other  acquisition  or 
retirement  of  any  shares  of  the  common 
stock  of  the  Corporation: 

(III)  the  setting  apart  of  any  sum  for  the 
purchase,  redemption,  or  other  acquisition 
or  retirement  of  any  shares  of  the  common 
stock  of  the  Corporation:  and 


(IV)  the  making  of  any  other  distribution, 
by  reduction  of  capital  or  otherwise,  with 
respect  to  any  shares  of  the  common  stock 
of  the  Corporation;  and 

(ii)  the  term  "preferred  stock  dividend " 
means— 

(I)  the  declaration  or  payment  by  the  Cor- 
poration of  any  dividends  in  cash,  property, 
or  other  assets  with  respect  to  any  shares  of 
the  preferred  stock  of  the  Corporation; 

(II)  the  application  of  any  of  the  property 
or  assets  of  the  Corporation  to  the  pur- 
chase, redemption,  or  other  acquisition  or 
retirement  of  any  shares  of  the  preferred 
stock  of  the  Corporation; 

(III)  the  setting  apart  of  any  sum  for  the 
purchase,  redemption,  or  other  acquisition 
or  retirement  of  any  shares  of  the  preferred 
stock  of  the  Corporation:  and 

(IV)  the  making  of  any  other  distribution, 
by  reduction  of  capital  or  otherwise,  with 
respect  to  any  shares  of  the  preferred  stock 
of  the  Corporation. 

(3)  The  Corporation  shall  continue  its  af- 
firmative action  program  and  its  minority 
vendor  program,  substantially  as  such  pro- 
grams were  being  conducted  by  the  Corpo- 
ration as  of  February  8.  1985.  subject  to  any 
provisions  of  applicable  law. 

(4)  The  locomotive  shop  and  car  repair 
shop  in  Blair  County.  Pennsylvania,  and  the 
repair  shop  in  CoUinwood.  Ohio,  shall  be  re- 
tained. 

(b)  Three- Year  Restrictions  on  the  Cor- 
poration.—During  a  period  of  3  years  begin- 
ning on  the  date  of  the  enactment  of  this 
Act.  the  following  restrictions  shall  apply  to 
the  Corporation: 

(1)  The  Corporation  shall  not  permit  to 
occur  any  transaction  or  series  of  transac- 
tions (other  than  in  the  ordinary  course  of 
business  of  the  Corporation  and  its  subsidi- 
aries) whereby  all  or  any  substantial  part  of 
the  railroad  assets  and  business  of  the  Cor- 
poration and  its  subsidiaries  taken  as  a 
whole  are  sold,  leased,  transferred,  or  other- 
wise disposed  of  to  any  corporation  or  entity 
other  than  to  a  wholly  owned  subsidiary  of 
the  Corporation. 

(2)  The  Corporation  shall  have  on  hand  at 
the  end  of  each  fiscal  year  cash  or  cash 
equivalents  of  at  least  $250,000,000. 

(3)  The  Corporation  shall  offer  any  line 
for  which  an  abandonment  certificate  is 
issued  by  the  Commission  to  a  purchaser 
who  agrees  to  provide  interconnecting  rail 
service.  Such  offer  shall  last  for  the  120-day 
period  following  the  date  of  issuance  of  the 
abandonment  certificate  and  the  price  for 
such  abandoned  line  shall  be  equal  to  75 
percent  of  net  liquidation  value  as  deter- 
mined by  the  Commission,  pursuant  to  regu- 
lations that  had  been  issued  under  section 
308  of  the  Regional  Rail  Reorganization  Act 
of  1973. 

SEC.  4722.  OWNERSHIP  LIMITATIONS. 

(a)  General.— (1)( A)  During  a  period  of  5 
years  beginning  on  the  date  of  the  enact- 
ment of  this  Act  no  person,  directly  or  indi- 
rectly, may  acquire  or  hold  securities  repre- 
senting more  than  7.5  percent  of  the  total 
votes  of  all  outstanding  voting  securities  of 
the  Corporation. 

(B)  This  paragraph  shall  not  apply— 

(i)  to  the  employee  stock  ownership  plan 
(or  successor  plans)  of  the  Corporation. 

(ii)  to  the  Secretary  of  Transportation. 

(iii)  to  a  railroad  as  described  under  sub- 
section (b)(1), 

(iv)  to  underwriting  syndicates  holding 
shares  for  resale,  or 

(V)  in  the  case  of  shares  beneficially  held 
by  others,  to  commercial  banks,  broker-deal- 


ers, clearing  corporations,  or  other  nomi- 
nees. 

(2)  During  a  period  of  5  years  beginning 
on  the  date  of  the  enactment  of  this  Act. 
not  more  than  20  percent  of  the  stock  of  the 
Corporation  may  be  held  by  or  for  the  bene- 
fit of  persons  not  citizens  of  the  United 
States  or  entities  owned  or  controlled  by 
persons  not  citizens  of  the  United  States. 

(b)  Railroads.— (1)( A)  During  a  period  of 
5  years  beginning  on  the  date  of  the  enact- 
ment of  this  Act,  no  railroad  may  purchase 
or  hold,  directly  or  indirectly,  more  than  7.5 
percent  of  any  class  of  stock  of  the  Corpora- 
tion unless  such  railroad  files  for  approval 
and  authorization  of  the  Commission  under 
section  11343  of  title  49,  United  States  Code, 
except  as  provided  in  paragraph  (2).  If  such 
an  application  is  filed,  the  Commission  shall 
give  substantial  weight  to  any  views  of  the 
Secretary  of  Transportation  regarding  such 
application  which  may  be  submitted  to  the 
Commission. 

(B)  During  a  period  of  5  years  beginning 
on  the  date  of  the  enactment  of  this  Act. 
any  railroad  which  purchases  or  holds  no 
more  than  7.5  percent  of  any  class  of  stock 
of  the  Corporation  shall  vote  such  stock  in 
the  same  proportion  as  all  other  common 
stock  of  the  Corporation  is  voted.  During 
such  5-year  period,  any  railroad  which  pur- 
chases or  holds  more  than  7.5  percent  of 
such  stock  shall,  unless  such  acquisition  has 
been  approved  by  the  Commission  as  de- 
scribed in  subparagraph  (A),  vote  such  stock 
as  directed  by  the  Commission,  or.  in  the  ab- 
sence of  any  such  direction,  in  the  same  pro- 
portion as  all  other  common  stock  of  the 
Corporation  is  voted.  As  used  in  this  para- 
graph, the  term  "railroad"  means  a  class  I 
railroad  as  determined  by  the  Commission 
under  the  definition  in  effect  on  the  date  of 
the  enactment  of  this  Act,  and  includes  any 
entity  controlling,  controlled  by,  or  under 
common  control  with  any  railroad  (other 
than  the  Corporation  or  its  subsidiaries). 

(2)(A)  Norfolk  Southern  Corporation, 
CSX  Corporation,  and  their  successors  and 
assigns,  shall  not  purchase  or  own,  directly 
or  indirectly,  more  than  7.5  percent  of  the 
common  stock  of  the  Corporation. 

(B)  The  Commission  shall  not  consider 
any  application  filed  under  section  11343  or 
11344  of  title  49,  United  States  Code,  from— 

(i)  the  Corporation:  or 

(ii)  Norfolk  Southern  Corporation,  CSX 
Corporation,  the  successors  and  assigns  of 
such  corporations,  and  any  person  control- 
ling, controlled  by,  or  under  common  con- 
trol with  such  corporations,  successors,  and 
assigns, 

for  authority  to  enter  into  any  merger  or 
consolidation,  or  any  other  transaction  pro- 
hibited under  subparagraph  (A),  between 
the  Corporation  and  any  entity  described  in 
clause  (ii). 

(C)  Subparagraphs  (A)  and  (B)  shall  cease 
to  be  effective  upon— 

(i)  the  guarantee  of  any  loan  to  the  Cor- 
poration under  section  4725:  or 

(ii)  the  expiration  of  3  years  after  the  date 
of  the  enactment  of  this  Act. 

When  subparagraphs  (A)  and  (B)  cease  to 
be  effective,  entities  described  in  subpara- 
graph (B)(ii)  shall  be  considered  railroads 
for  purposes  of  paragraph  (1). 

SEC.  4723.  BOARD  OF  DIRECTORS. 

Except  as  may  be  prescrit>ed  by  the  Secre- 
tary of  Transportation  in  section  4725,  the 
Board  of  Directors  of  the  Corporation  shall 
be  comprised  as  follows: 

(1)  Except  as  provided  in  paragraph  (3), 
with  respect  to  the  period  ending  June  30, 
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1987,  the  board  shall  remain  as  it  exists  on 
the  date  of  the  enactment  of  this  Act,  with 
any  vacancies  being  filled  by  directors  nomi- 
nated and  elected  by  the  remainder  of  the 
members  of  the  board. 

(2KA)  Except  as  provided  in  paragraph 
(3),  with  respect  to  the  period  beginning 
July  1,  1987,  the  board  shall  consist  of— 

(1)  3  directors  appointed  by  the  Secretary 
of  Transportation; 

(ii)  the  Chief  Executive  Officer  and  the 
Chief  Operating  Officer  of  the  Corporation; 
and 

(iii)  8  directors  appointed  from  among  per- 
sons knowledgeable  in  business  affairs  by 
the  special  court  established  under  section 
209  of  the  Regional  Rail  Reorganization  Act 
of  1973,  in  consultation  with  the  Secretary 
of  Transportation  and  the  Chairman  of  the 
Board  of  Directors  of  the  Corporation,  and 
recognizing  the  need  for  and  importance 
of- 

(I)  continuity  in  the  direction  of  the  Cor- 
poration's business  and  affairs; 

(II)  preserving  the  value  of  the  invest- 
ment of  the  United  States  in  the  Corpora- 
tion; and 

(III)  preserving  essential  rail  service  pro- 
vided by  the  Corporation. 

(B)  The  Secretary  of  Transportation  and 
the  special  court  may  appoint  directors 
under  subparagraph  (A)  from  among  exist- 
ing directors  of  the  Corporation. 

(3)(A)  After  the  sale  date,  one  director 
shall  be  elected  by  the  public  shareholders 
of  the  Corporation  for  each  increment  of 
12.5  percent  of  the  interest  of  the  United 
States  in  the  Corporation  that  has  been  sold 
through  public  offering. 

(B)  With  respect  to  the  period  ending 
June  30,  1987- 

(i)  the  first  director  elected  under  this 
paragraph  shall  replace  the  member  of  the 
board  who  became  a  director  most  recently 
from  among— 

(I)  directors  appointed  by  the  United 
States  Railway  Association,  or  elected  under 
paragraph  (1)  to  replace  such  a  director, 
and 

(II)  directors  appointed  by  the  Secretary 
of  Transportation,  or  elected  under  para- 
graph (1)  to  replace  such  a  director; 

(ii)  the  second  director  elected  under  this 
paragraph  shall  replace  the  member  of  the 
Board  who  became  a  director  most  recently 
from  among  directors  described  in  clause 
(i)(I)  or  (II),  whichever  group  the  first  direc- 
tor replaced  under  this  subparagraph  was 
not  a  member  of;  and 

(iii)  subsequent  directors  elected  under 
this  paragraph  shall  replace  members  alter- 
nately from  the  groups  described  in  clause 
(i)(I)and(II). 

(C)  With  respect  to  the  period  beginning 
July  1,  1987,  directors  elected  under  this 
paragraph  shall  replace  directors  appointed 
by  the  special  court  under  paragraph 
(2)(A)(iii).  in  the  order  designated  by  the 
special  court  in  a  list  to  be  issued  at  the 
time  of  such  original  appointments. 

(D)  With  respect  to  the  period  beginning 
on  the  first  date  more  than  50  percent  of 
the  interest  of  the  United  States  in  the  Cor- 
poration has  been  sold  through  public  offer- 
ing and  ending  when  100  percent  of  such  in- 
terest has  been  sold— 

(i)  all  remaining  members  of  the  board  re- 
ferred to  in  paragraph  (2)(A)(iii).  and 

(ii)  with  respect  to  the  period  ending  June 
30,  1987,  all  remaining  members  of  the 
board,  except  3  members  appointed  by  the 
Secretary  of  Transportation  and  the  Chief 
Executive  Officer  and  the  Chief  Operating 
Officer  of  the  Corporation, 


shall  be  replaced  by  directors  elected  by  the 
public  shareholders  of  the  Corporation. 

(E)  After  100  percent  of  the  interest  of 
the  United  States  in  the  Corporation  has 
been  sold,  any  remaining  directors  appoint- 
ed by  the  Secretary  of  Transportation,  the 
United  States  Railway  Association,  or  the 
special  court  referred  to  under  paragraph 
(2)(A)(iii),  shall  be  replaced  by  directors 
elected  by  the  public  shareholders  of  the 
Corporation. 

(P)  Nothing  in  this  paragraph  shall  be 
construed  to  prohibit  any  director  referred 
to  in  this  section  from  being  elected  as  a  di- 
rector by  the  public  shareholders  of  the 
Corporation. 

(4)(A)  No  director  appointed  or  elected 
under  this  section  shall  be  an  employee  of 
the  United  States,  except  as  provided  in  sec- 
tion 4725  or  as  elected  by  the  public  share- 
holders of  the  Corporation. 

(B)  No  director  appointed  or  elected  under 
this  section  shall  be  an  employee  of  the  Cor- 
poration, except  as  provided  in  paragraph 
(2)(A)(ii)  or  as  elected  by  the  public  share- 
holders of  the  Corporation. 

SEC.  4724.  PROVISIONS  FOR  EMPLOYEES. 

(a)  Transitional  Employee  Protection.— 
Section  701(d)(2)  of  the  Regional  Rail  Reor- 
ganization Act  of  1973  is  amended  to  read  as 
follows: 

"(2)  Notwithstanding  any  other  provision 
of  law— 

"(A)  uiJon  exhaustion  of  appropriated 
funds  available  for  payment  of  benefits  or 
expenses  of  administration  of  the  Railroad 
Retirement  Board  (hereafter  in  this  section 
referred  to  as  the  Board)  under  this  sec- 
tion, or  on  the  expiration  of  60  days  after 
the  date  of  enactment  of  the  Conrail  Privat- 
ization Act,  whichever  first  occurs,  the 
United  States  shall  have  no  further  liability 
under  this  section,  but  the  Corporation 
shall- 

"(i)  as  agent  for  the  Board,  pay  benefits 
under  this  section,  without  reimbursement, 
in  such  amounts  and  to  such  eligible  em- 
ployees as  the  Board  shall  designate,  subject 
to  the  limitations  prescribed  in  the  benefit 
schedules  issued  under  subsection  (a);  and 

"(ii)  on  a  periodic  basis  determined  by  the 
Board,  advance  to  the  Board  its  necessary 
expenses  of  administration,  including  ex- 
penses reasonably  required  for  close-out  of 
the  program  of  labor  protection  under  this 
section  and  for  technical  transition  to  the 
program  of  labor  protection  required  by  the 
Conrail  Privatization  Act,  which  advances 
shall  be  made  without  reimbursement. 

"(B)  The  Corporation  shall  promptly 
honor  the  Board's  requests  for  advances 
under  this  paragraph  as  due  and  payable 
liquidated  debts,  subject  to  later  adjustment 
after  audit  by  the  Inspector  General  of  the 
Board.  The  Board  is  authorized  to  receive 
and  apply  Corporation  funds  advanced 
under  this  paragraph  for  administration  of 
this  section  and  to  refund  to  the  Corpora- 
tion any  excess  administrative  funds  ad- 
vanced by  the  Corporation. 

"(C)  The  Corporation  shall  be  deemed 
subrogated  to  the  right  of  the  Board  to  re- 
cover any  benefit  paid  by  the  Corporation 
as  agent  for  the  Board  that  was  improvi- 
dently  paid  under  this  paragraph,  and  the 
Board  shall  cooperate  with  the  Corporation 
in  its  effort  to  recover  any  such  payment; 
but  the  Corporation  shall  have  no  claim 
against  the  Board  for  such  payment,  and 
the  Board  shall  not  be  made  a  real  party  in 
interest  to  any  lawsuit  or  to  any  proceeding 
with  respect  to  recovery  of  such  payment. 

"(D)  Benefits  provided  by  the  Corpora- 
tion, as  agent  for  the  Board,  shall,  for  pur- 


poses of  this  title,  be  deemed  to  have  been 
made  available  under  section  713  of  this 
title.". 

(b)  Dispute  Resolution.— Section  701  of 
the  Regional  Rail  Reorganization  Act  of 
1973  is  further  amended  by  adding  at  the 
end  thereof  a  new  subsection  as  follows: 

"(e)  Any  dispute  or  controversy  regarding 
eligibility  for  benefits  under  this  section 
shall  be  determined  under  such  procedures 
as  the  Board  may  by  regulation  prescribe. 
Subject  to  administrative  reconsideration  by 
the  Board  under  its  own  procedures,  find- 
ings of  fact  and  conclusions  of  law  of  the 
Board  in  determination  of  any  claim  for 
such  benefits  shall,  in  the  absence  of  fraud 
or  an  action  exceeding  the  Board's  jurisdic- 
tion, be  binding  and  conclusive  for  all  pur- 
poses and  shall  not  be  subject  to  review  in 
any  maimer.  For  purposes  of  administration 
of  this  section,  the  administrative  powers 
and  penalties  set  forth  in  sections  9  and  12 
of  the  Railroad  Unemployment  Insurance 
Act  shall  apply  as  if  incorporated  herein.". 

(c)  Repeal  of  Section  701.— Section  701  of 
the  Regional  Rail  Reorganization  Act  of 
1973  is  repealed  effective  on  the  sale  date. 
Notwithstanding  this  repeal— 

(1)  any  dispute  or  controversy  regarding 
benefits  under  section  701  shall  be  deter- 
mined under  the  terms  of  the  law  in  effect 
prior  to  such  repeal;  and 

(2)  the  Railroad  Retirement  Board  shall 
take  such  actions  as  may  be  necessary  to 
complete  administration  and  closeout  of  the 
section  701  program. 

(d)  Continuing  Responsibilities.— (1)  On 
and  after  the  sale  date,  the  Corporation 
shall  provide  the  protection  for  its  employ- 
ees described  in  "Part  III.  Article  III,  Em- 
ployee Protection",  of  the  "Definitive 
Agreement  of  September  17,  1985,  By  and 
Between  Conrail  and  the  Undersigned  Rep- 
resentatives of  Conrail's  Agreement  Em- 
ployees" and  Appendix  3  thereto,  together 
with  any  amendments  thereto,  or  under  any 
other  terms  and  conditions  as  shall  be 
agreed  between  the  Corporation  and  the 
representatives  of  its  employees. 

(2)  The  Corporation  shall  pay,  as  desig- 
nated by  the  Railroad  Retirement  Board, 
any  remaining  benefits  under  section  701  of 
the  Regional  Rail  Reorganization  Act  of 
1973  that  accrued,  but  were  not  disbursed, 
prior  to  the  sale  date. 

(3)  The  Railroad  Retirement  Board  shall 
transfer  to  the  Corporation  such  informa- 
tion regarding  administration  of  the  labor 
protection  program  under  such  section  701 
as  may  be  reasonably  necessary  for  the  Cor- 
poration to  discharge  its  responsibilities 
under  this  subsection,  including  the  individ- 
ual claim  records  of  employees  of  the  Cor- 
poration. 

(4)  The  United  States  shall  have  no  liabil- 
ity for  benefits  under  this  subsection. 

(e)  Compensation  for  Wages  Below  In- 
dustry Standard.— The  Corporation  shall 
pay  $200,000,000  to  present  and  former  em- 
ployees subject  to  collective  bargaining 
agreements,  in  accordance  with  the  terms 
and  conditions  in  the  Definitive  Agreement 
referred  to  in  subsection  (d)(1).  or  as  other- 
wise agreed  between  the  parties. 

(f)  ESOP  Transactions.— ( 1 )  As  soon  as 
practicable  after  the  date  of  the  enactment 
of  this  Act.  the  employee  stock  ownership 
plan  of  the  Corporation  (hereafter  in  this 
subsection  referred  to  as  the  "ESOP")  shall 
be  amended  to  provide  that— 

(A)  the  shares  of  the  ConRail  Equity  Cor- 
poration preferred  stock  held  by  the  ESOP 
shall  be  surrendered  by  the  ESOP  in  ex- 
change for  an  equal  number  of  shares  of  the 
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common  stock  of  the  Corporation,  and  such 
common  stock  of  the  Corporation  shall  be 
allocated  by  the  ESOP  to  the  same  persons 
in  the  same  amounts  as  the  shares  of  Con- 
Rail  Equity  Corporation  preferred  stock 
had  been  allocated:  and 

(B)  the  remaining  shares  of  the  ConRail 
Equity  Corporation  preferred  stock  held  by 
the  Corporation  shall  be  cancelled,  and  an 
equal  number  of  shares  of  the  common 
stock  of  the  Corporation  shall  be  contribut- 
ed by  the  Corporation  to  the  ESOP,  which 
shares  shall  be  allocated  by  the  ESOP  to 
the  ESOP  participants  in  accordance  with 
the  formula  set  forth  in  section  2  of  Article 
II  of  Part  III  of  the  Definitive  Agreement 
referred  to  in  subsection  (d)(1).  and  in  ac- 
cordance with  a  comparable  formula  for 
present  and  former  employees  of  the  Corpo- 
ration not  covered  by  such  section  of  the 
Definitive  Agreement,  except  that  no  contri- 
bution by  the  Corporation  to  the  ESOP 
shall  be  made  which  would  affect  the  status 
of  the  ESOP.  or  of  any  of  the  employee  ben- 
efit plans  maintained  by  the  Corporation  or 
any  affiliate  of  the  Corporation,  as  an  em- 
ployee stock  ownership  plan  under  the  In- 
ternal Revenue  Code  of  1954. 

(2)<A)(i)  As  soon  as  practicable  after  the 
expiration  of  90  days  after  the  sale  date,  the 
ESOP  shall  distribute  all  of  the  stock  in  the 
accounts  of  its  participants  and  benefici- 
aries, except  as  provided  in  clause  (ii). 

(ii)  Fractional  shares  shall  not  be  distrib- 
uted under  clause  (i).  Shares  equal  to  the 
aggregate  amount  of  fractional  shares  shall 
be  surrendered  by  the  ESOP  and  redeemed 
by  the  Corporation  for  cash  at  the  average 
closing  price  for  the  common  stock  of  the 
Corporation  on  a  national  securities  ex- 
change for  the  10  business  days  immediately 
preceding  the  date  of  distribution  under 
clause  (i).  or.  if  the  common  stock  of  the 
Corporation  is  not  listed  on  a  national  secu- 
rities exchange,  at  the  average  closing  price 
for  such  stock  for  such  10  business  days  as 
appearing  in  any  regularly  published  report- 
ing or  quotation  service,  and  the  proceeds  of 
such  redemption  shall  be  distributed  by  the 
ESOP  to  the  same  participants  and  benefici- 
aries and  the  same  amounts  as  the  fraction- 
al shares  had  been  allocated. 

(B)  After  completing  the  distribution 
under  subparagraph  (A),  the  ESOP  shall 
terminate. 

(3)  The  Corporation  shall  distribute  any 
shares  of  its  common  stock  which,  because 
of  the  exception  under  paragraph  (1)(B), 
could  not  be  contributed  to  the  ESOP  to 
those  persons  to  whom  the  ESOP  would 
have  allocated  such  shares  pursuant  to 
paragraph  (1)(B)  had  such  shares  been  con- 
tributed to  the  ESOP. 

(4)  For  purposes  of  Rule  144  promulgated 
under  the  Securities  Act  of  1933.  each  share 
of  the  common  stock  of  the  Corporation  dis- 
tributed under  this  subsection  shall  be 
deemed  to  have  been  beneficially  owned  by 
the  recipient,  as  of  the  date  of  such  distribu- 
tion, for  a  period  of  three  years. 

SEC.  47ZS.  ESSENTIAL  R.\IL  SERVICE  UIAN  GCAR- 
ANTEES. 

At  any  time  before  the  expiration  of  the 
ten  year  period  beginning  on  the  date  of  the 
enactment  of  this  Act.  the  Secretary  of 
Transportation  may,  if  the  Corporation  re- 
quests and  the  Secretary  of  Transportation 
determines  that  it  is  in  the  public  interest 
and  is  necessary  for  the  Corporation  to  con- 
tinue to  provide  essential  rail  service,  ar- 
range to  guarantee  a  loan  or  loans  of  up  to  a 
total  of  $500,000,000.  under  such  terms  and 
conditions  as  the  Secretary  of  Transporta- 
tion shall  prescribe,  which  may  include  rep- 


resentation on  the  Board  of  Directors  of  the 
Corporation  by  the  Secretary  of  Transpor- 
tation and  the  Secretary  of  the  Treasury,  or 
their  designees. 

SEC.  <72«.  CERTAIN  ENFORCEMENT  RELIEE. 

(a)  Enforcement  Actions.— The  Secretary 
of  Transportation,  with  respect  to  any  pro- 
vision of  section  4721  or  4722.  and  any 
person  who  suffers  direct  economic  injury 
as  a  result  of  an  alleged  violation  by' the 
Corporation,  with  respect  to  the  provisions 
of  section  4721(a)(1)  and  (2).  and  (b)(2).  and 
section  4722.  may  bring  an  action  to  require 
compliance  with  such  provision. 

(b)  Special  Court.— Any  action  brought 
under  this  part  shall  be  brought  before  the 
special  court  established  under  section  209 
of  the  Regional  Rail  Reorganization  Act  of 
1973.  Such  special  court  may  limit  the  en- 
forcement of  a  restriction  under  section 
4721.  if  the  effect  of  such  restriction  would 
be  to  substantially  impair  the  continued  via- 
bility of  the  Corporation. 

Subpart  C— .Miscellaneous  Technical  and 
Conforming  Amendments  and  Repeals 

SEC.  1731.  ABOLITION  OF  I  NITED  STATES  RAILWAY 
ASSOCIATION. 

(a)  Abolition.— Effective  January  1,  1987. 
the  United  States  Railway  Association  is 
abolished. 

(b)  Transfer  of  Securities  and  Responsi- 
bilities.—(  1 )  Any  securities  of  the  Corpora- 
tion held  by  the  United  States  Railway  As- 
sociation shall,  upon  the  date  of  the  enact- 
ment of  this  Act.  be  transferred  to  the  Sec- 
retary of  Transportation. 

(2)  If,  on  the  date  the  United  States  Rail- 
way Association  is  abolished  under  subsec- 
tion (a),  such  association  shall  not  have 
completed  the  termination  of  its  affairs  and 
the  liquidation  of  its  assets,  the  duty  of 
completing  such  winding  up  of  its  affairs 
and  liquidation  shall  be  transferred  to  the 
Secretary  of  Transportation,  who  for  such 
purposes  shall  succeed  to  all  the  powers, 
duties,  rights,  and  obligations  of  such  asso- 
ciation. 

(c)  Financing  Agreement.— ( 1 )  On  Janu- 
ary 1.  1987.  the  Amended  and  Restated  Fi- 
nancing Agreement,  dated  May  10.  1979.  be- 
tween the  United  States  Railway  Associa- 
tion and  the  Corporation,  together  with  any 
and  all  rights  and  obligations  of  or  on 
behalf  of  any  person  with  respect  to  such 
agreement,  shall  terminate  and  be  of  no  fur- 
ther force  or  effect,  except  for  those  provi- 
sions specifying  terms  and  conditions  for 
payments  made  to  the  United  States  with 
respect  to  debentures,  preferred  stock,  and 
contingent  interest  notes. 

(2)  Effective  as  of  the  sale  date,  those  pro- 
visions of  the  Financing  Agreement  referred 
to  in  paragraph  ( 1 )  shall  terminate. 

SE(  .  4732.  APPLICABILITY  OF  REGIONAL  RAIL  RE- 
ORCJANIZATION  AIT  OF  1973  TO  CON- 
RAIL  AFTER  SALE. 

Section  301  of  the  Regional  Rail  Reorga- 
nization Act  of  1973  (45  U.S.C.  741)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  subsection: 

"(k)  Governing  Provisions  After  Sale.— 
The  provisions  of  this  Act  shall  not  apply  to 
the  Corporation  and  to  activities  and  other 
actions  and  responsibilities  of  the  Corpora- 
tion and  its  directors  and  employees  after 
the  sale  date,  other  than  with  regard  to— 

"(l)  section  102: 

"(2)  section  201(d): 

"(3)  section  203.  but  only  with  respect  to 
information  relating  to  proceedings  before 
the  special  court  established  under  section 
209(b): 

■■(4)  section  209.  other  than  subsection  (f ) 
thereof; 


"(5)  section  216(f)(8),  but  only  as  such  au- 
thority applies  to  activities  related  to  the 
ESOP  and  related  trust  before  the  sale  date; 

•(6)  section  216(f)(9),  but  only  as  such  in- 
denuiification  applies  to  activities  relating 
to  the  ESOP  and  related  trust  before  the 
sale  date; 

••(7)  section  216(f)(10)  with  respect  to  all 
securities  of  the  Corporation  issued  or 
transferred  before  the  sale  date  and  all  se- 
curities of  ConRail  Equity  Corporation  and 
all  interests  in  the  ESOP: 

••(8)  section  217(c)  and  (e); 

■■(9)  subsection  (b)  of  this  section,  but  only 
with  respect  to  matters  covered  by  the  last 
sentence  of  such  subsection; 

"(10)  subsection  (i)  of  this  section,  but 
only  as  such  authority  applies  to  service  as  a 
director  of  the  Corporation  before  the  sale 
of  the  interest  of  the  United  States  in  the 
common  stock  of  the  Corporation; 

"(11)  section  302,  but  only  to  the  extent  of 

(A)  the  creation  and  maintenance  of  the 
power  and  authority  of  the  Corporation  to 
operate  rail  service  and  to  rehabilitate,  im- 
prove, and  modernize  rail  properties,  and 

(B)  the  creation  and  maintenance  of  the 
powers  of  the  Corporation  as  a  railroad  in 
any  State  in  which  it  operates  as  of  the  sale 
date; 

"(12)  section  303(b)(1)  and  (2),  but  only  to 
the  extent  of  establishing  the  legal  effect  of 
the  conveyance  of  property  ordered  and  of 
the  deeds  and  other  instruments  executed, 
acknowledged,  delivered,  or  recorded  in  con- 
nection therewith  and  the  quality  of  title 
acquired  in  such  property; 

"(13)  section  303(b)(3)(B)  with  respect  to 
the  effect  of  an  assignment,  conveyance,  or 
assumption  as  set  forth  in  the  last  sentence 
of  such  subparagraph  (B); 

"(14)  section  303(b)(5): 

"(15)  section  303(b)(6),  but  only  with  re- 
spect to  establishing  and  maintaining  the 
rights  of  the  Corporation  with  respect  to, 
limiting  its  obligations  with  respect  to,  and 
establishing  the  status  of.  the  employee 
pension  and  welfare  benefit  plans  trans- 
ferred to  the  Corporation  thereunder  and 
with  respect  to  the  exclusivity  of  the  juris- 
diction of  the  special  court  and  the  limita- 
tion of  jurisdiction  of  other  courts; 

"(16)  section  303(e): 

"(17)  section  304.  but  only  with  respect  to 
the  finality  of  abandonments  completed 
before  the  sale  date  pursuant  to  the  author- 
ity thereof: 

"(18)  section  305.  but  only  as  to  the  effect, 
and  continuing  administration,  of  supple- 
mental transactions  consummated  before 
the  sale  date: 

"(19)  section  308.  but  only  (A)  as  to  the  fi- 
nality of  abandonments  completed  before 
the  sale  date  and  (B)  as  to  abandonments  of 
lines  where  a  notice  or  notices  of  insuffi- 
cient revenues  with  respect  to  such  lines 
have  been  filed  before  November  1,  1985; 

"(20)  section  601(a)(2),  but  only  with  re- 
spect to  activities  before  the  sale  date: 

"(21)  section  601(b)(2)  and  (b)(3),  but  only 
with  respect  to  issuance  of  and  transactions 
in  any  security  of  the  Corporation  before 
the  sale  date: 

"(22)  section  702(e); 

"(23)  section  703; 

"(24)  section  704; 

"(25)  sections  706(a),  707,  and  708(a),  but 
only  insofar  as  they  establish  part  of  the 
prevailing  status  quo  for  the  Corporation's 
employees'  rates  of  pay.  rules,  and  working 
conditions,  such  provisions  to  continue  to 
apply  unless  changed  pursuant  to  section  6 
of  the  Railway  Labor  Act; 

"(26)  section  709; 
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"(27)  section  710(b)(1); 

"(28)  section  711;  and 

"(29)  section  714,  but  only  with  regard  to 
disputes  or  controversies  specified  in  such 
section  that  arose  before  the  sale  date.". 

SEC.  4733.  MISCELLANEOUS  AMENDMENTS  AND  RE- 
PEALS. 

(a)  Regional  Rail  Reorganization  Act  op 
1973  Repeals.— The  following  provisions  of 
the  Regional  Rail  Reorganization  Act  of 
1973  (together  with  any  items  relating  to 
such  provisions  contained  in  the  table  of 
contents  of  such  Act)  are  repealed: 

(1)  Title  IV  (45  U.S.C.  761  through  769c). 

(2)  Section  713  (45  U.S.C.  7971). 

(b)  Regional  Rail  Reorganization  Act  of 
1973  Amendments.— ( 1 )  Section  102  of  the 
Regional  Rail  Reorganization  Act  of  1973 
(45  U.S.C.  7{>2)  is  amended  by  inserting  after 
paragraphs  17)  a  new  paragraph  as  follows: 

"(17A)  "siale  date'  means  the  date  on  which 
the  initial  public  offering  of  the  securities 
of  the  Corporation  is  closed  under  the  Con- 
rail  Privatization  Act;". 

(2)  Section  217(c)  of  the  Regional  Rail  Re- 
organization Act  of  1973  (45  U.S.C.  727(c))  is 
amended  by  striking  ",  until  the  property" 
and  all  that  follows,  and  Inserting  in  lieu 
thereof  "the  statutory  payment  date  of 
which,  determined  without  regard  to  any 
extensions  of  time  for  filing,  occurs  on  or 
before  January  1  of  the  year  in  which  the 
sale  date  occurs,  but  in  no  event  before  Jan- 
uary 1,  1987.". 

(3)  Section  217(e)  of  such  Act  (45  U.S.C. 
727(e))  is  amended  by  striking  "and  shall 
collect". 

(c)  Amendments  and  Repeals  of  Other 
Rail  Laws.— (1)(A)  Section  1152  of  the 
Northeast  Rail  Service  Act  of  1981  (45 
U.S.C.  1105)  is  amended— 

(i)  by  inserting  "or  part  2  of  the  Conrail 
Privatization  Act"  after  "subtitle"  each 
place  it  appears;  and 

(ii)  in  the  second  sentence  of  subsection 
(c).  by  inserting  ",  as  the  case  may  be,"  after 
the  insertion  made  by  clause  (i)  of  this  sub- 
paragraph. 

(B)(i)  The  following  provisions  of  the 
Northeast  Rail  Service  Act  of  1981  are  re- 
pealed: 

(1)  Section  1154  (45  U.S.C.  1107). 

(II)  Section  1161  (45  U.S.C.  1110). 

(III)  Section  1166  (45  U.S.C.  1114). 

(IV)  Subsection  (c)  of  section  1167  (45 
U.S.C.  1115). 

(ii)  The  items  relating  to  such  sections 
1154,  1161.  and  1166  in  the  table  of  contents 
of  such  Act  are  repealed. 

(2)  Section  501(8)  of  the  Railroad  Revital- 
ization  and  Regulatory  Reform  Act  of  1976 
(45  U.S.C.  821(8))  is  amended  by  striking  out 
"(A)"  and  by  striking  out  all  that  follows 
"improved  asset  utilization;". 

(3)  Section  505  of  the  Railroad  Revitaliza- 
tion  and  Regulatory  Reform  Act  of  1976  (45 
U.S.C.  825)  is  amended— 

(A)  in  subsection  (a)(1),  by  striking  out  all 
after  "railroad"  through  "1981)";  and 

(B)  in  subsection  (b)(2)(C),  by  striking  out 
all  after  "costs"  the  second  time  it  appears 
through  "subsidy". 

(4)  Subsection  (b)(1)  of  section  509  of  the 
Railroad  Revitalization  and  Regulatory 
Reform  Act  of  1976  (45  U.S.C.  829)  is  re- 
pealed. 

(5)  Section  511(e)  of  the  Railroad  Revital- 
ization and  Regulatory  Reform  Act  of  1976 
(45  U.S.C.  831(e))  is  amended— 

(A)  by  striking  out  "(1)"  in  the  first  para- 
graph; 

(B)  by  striking  all  that  follows  "time"  in 
the  first  paragraph  and  inserting  in  lieu 
thereof  a  period;  and 


(C)  by  striking  out  paragraph  (2). 

(6)  Section  402  of  the  Rail  Safety  and 
Service  Improvement  Act  of  1982  (45  U.S.C. 
825a)  is  repealed. 

(7)  Section  10362(b)(7)(A)  of  title  49, 
United  States  Code,  is  amended  by  striking 
out  "by  the  Consolidated  Rail  Corporation 
or". 

(d)  Plan  for  Continuation  op  Rail  Serv- 
ice.—In  the  event  the  Corporation  files  for 
bankruptcy,  the  Secretary  of  Transporta- 
tion shall  develop  and  submit  to  the  appro- 
priate court  a  reorganization  plan  for  the 
Corporation  which  maximizes  rail  service 
and  transportation  competition.  Such  court 
shall  give  substantial  weight  to  the  Secre- 
tary's plan. 

SEC.  4734.  liability  OF  DIRECTORS. 

(a)  In  General.— No  person  referred  to  in 
section  216(f)(8)(C)(i),  (ii),  or  (iii)  of  the  Re- 
gional Rail  Reorganization  Act  of  1973  shall 
be  liable,  for  money  damages  or  otherwise, 
to  any  party  by  reason  of  the  fact  that  such 
person  is  or  was  a  director,  if,  with  respect 
to  the  subject  matter  of  the  action,  suit,  or 
proceeding,  such  person  was  fulfilling  a 
duty  which  such  person  in  good  faith  rea- 
sonably believed  to  be  required  by  law  or 
vested  in  such  person  in  his  capacity  as  a  di- 
rector of  the  Corporation,  in  connection 
with  any  action  taken  under  this  part. 

(b)  Exception.— This  section  shall  not 
apply  to  claims  arising  out  of  the  Securities 
Act  of  1933,  the  Securities  Exchange  Act  of 
1934,  or  the  Constitution  or  laws  of  any 
State,  territory,  or  possession  of  the  United 
States  relating  to  transactions  in  securities, 
which  claims  are  in  connection  with  a  public 
offering  under  section  4712  of  this  Act. 

SEC  4735.  CHARTER  AMENDMENT. 

Within  60  days  after  the  date  of  the  en- 
actment of  this  Act,  the  Corporation  shall 
amend  its  Articles  of  Incorporation  to  con- 
tain the  following  provision,  which  provi- 
sion shall  not  be  subject  to  amendment  or 
repeal: 

"It  shall  be  a  fundamental  purpose  of  the 
Corporation  to  maintain  continued  rail  serv- 
ice in  its  service  area.". 

SEC.  473S.  STATl  S  OF  CONRAIL  AFTER  SALE. 

The  Corporation  shall  be  a  rail  carrier  'vs 
defined  in  section  10102(19)  of  title  49, 
United  States  Code,  notwithstanding  this 
part. 

SEC.  4737.  EFFECT  ON  CONTRACTS. 

Nothing  in  this  part  shall  affect  any  obli- 
gation of  the  Corporation  to  carry  out  its 
transportation  contracts  and  equipment 
leases,  equipment  trusts,  and  conditional 
sales  agreements,  in  accordance  with  their 
terms. 

SEC.  4731*.  RESOLITION  OK  CERTAIN  ISSIES. 

(a)  Employee  Issues.— Section  4724  com- 
pletely and  finally— 

(1)  extinguishes  all  employee  rights,  and 
any  obligation  of  the  United  States,  under 
section  401(e)  of  the  Regional  Rail  Reorga- 
nization Act  of  1973  as  in  effect  immediately 
Ijefore  the  date  of  the  enactment  of  this 
Act; 

(2)  resolves  any  and  all  claims  against  the 
Corporation  or  any  other  entity  arising 
under  the  Definitive  Agreement  referred  to 
in  section  4724(d)(1); 

(3)  resolves  all  claims  to  pay  entitlements 
arising  out  of  the  pay  increase  deferrals  by 
present  and  former  employees  of  the  Corpo- 
ration under  the  Agreement  of  May  5,  1981, 
between  Conrail  and  Certain  Labor  Organi- 
zations for  Labor  Contributions  to  Self-Suf- 
ficiency  for  Conrail; 

(4)  resolves  all  issues  raised  by  notices 
served  by  representatives  of  such  employees 


under  section  6  of  the  Railway  Labor  Act 
proposing  repayment  of  or  compensation 
for  such  deferrals;  and 

(5)  resolves  all  claims  against  the  Railway 
Labor  Executives'  Association  or  the  Corpo- 
ration by  any  adviser,  consultant,  or  other 
person  who  has  provided  services  to  such  as- 
sociation in  connection  with  any  matter  re- 
ferred to  in  this  part. 

(b)  Corporation  Actions.— The  Corpora- 
tion shall  not  be  considered  to  t>e  in  breach, 
default,  or  violation  of  any  agreement  to 
which  it  is  a  party,  notwithstanding  any 
provision  of  such  agreement,  t>ecause  of  any 
provision  of  this  part  or  any  action  the  Cor- 
poration is  required  to  take  under  this  part. 

(c)  Right  To  Sue  Withdrawn.— The 
United  States  hereby  withdraws  any  stated 
or  implied  consent  for  the  United  States,  or 
any  agent  or  officer  of  the  United  States,  to 
be  sued  by  any  person  with  respect  to  any 
claims  for  damages  or  other  monetary  com- 
pensation arising  out  of  this  part. 

PART  3— PROMOTION  OF  RAIL 
COMPETITION 

SEC.  4751.  RAIL  SERVICE  CONTINIATION. 

(a)  Employee  Protection.— Section  10901 
of  title  49,  United  States  Code,  is  amended 
by  adding  at  the  end  the  following  new  sub- 
sections: 

"(f)  In  granting  authority  to  acquire  or 
operate  a  railroad  line  under  this  section, 
the  Commission  shall  provide  for  the  pro- 
tection of  the  interests  of  affected  railroad 
employees,  other  than  employees  provided 
long-term  employment  with  the  acquiring 
entity,  no  less  protective  to  such  employees 
than  would  be  required  under  section  11347 
of  this  title.  In  no  event  shall  an  affected 
employee  receive  more  than  $25,000  for 
such  purposes.  The  carrier  operating  such 
railroad  line  before  the  granting  of  such  au- 
thority shall  be  responsible  for  making  pay- 
ments required  under  this  subsection. 

"(g)(1)  In  approving  any  acquisition  under 
this  section,  the  Commission  shall  require 
implementing  agreements  between  the  sell- 
ing carrier  and  the  affected  employees  and 
between  the  acquiring  entity  and  such  af- 
fected employees. 

"(2)(A)  The  implementing  agreement  re- 
quired under  paragraph  (1)  between  the 
selling  carrier  and  the  affected  employees 
shall  be  as  required  by  the  conditions  im- 
posed under  section  11347  of  this  title. 

"(B)  The  implementing  agreement  re- 
quired under  paragraph  (1)  between  the  ac- 
quiring entity  and  the  affected  employees 
shall  only  apply  with  respect  to  the  selec- 
tion of  forces. 

"(3)  If  the  parties  referred  to  in  para- 
graph (1)  are  unable  to  complete  an  imple- 
menting agreement,  the  terms  of  an  imple- 
menting agreement  shall  be  determined 
through  binding  arbitration.". 

(b)  Protection  in  Case  of  Abandonments 
OR  Sales.— Section  10905  of  such  title  is 
amended  by  adding  at  the  end  a  new  subsec- 
tion as  follows: 

■(g)(1)  In  issuing  any  certification  of 
abandonment  or  discontinuance  under  this 
section,  the  Commission  shall  include  provi- 
sions at  least  as  beneficial  for  the  interests 
of  employees  as  are  required  under  section 
10903(b)(2)  of  this  title. 

"(2)  If  the  Commission  approves  a  trans- 
action under  subsection  (e).  the  Commission 
shall  include  provisions  at  least  as  beneficial 
for  the  interests  of  employees  as  are  re- 
quired under  section  10901  of  this  title.". 

(c)  Collective  Bargaining  Not  Affect- 
ed.—No  order  under  section  11344  of  title  49. 
United  States  Code,  shall  affect  the  rights 
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of  any  carrier  or  its  employees  under  the 
Railway  Labor  Act  or  applicable  collective 
bargaining  agreements,  except  insofar  as  is 
necessary  to  allow,  by  agreement,  or  by  arbi- 
tration if  required,  the  carrier  to  carry  out 
the  transaction  approved  by  the  Commis- 
sion in  such  order  through  adjustment  of 
work  forces,  such  as  selection  and  assign- 
ment of  forces. 

SEC.  47S2.  AGRICt'LTURE  CONTRACT  DISCLOSURE. 

Section  10713(b)  of  title  49.  United  States 
Code,  is  amended  by  inserting  "(1)"  after 
"(b)";  and  by  adding  at  the  end  a  new  para- 
graph as  follows: 

"(2)(A)  The  essential  terms  of  any  con- 
tract for  the  trans[>ortation  of  agricultural 
commodities  to  be  made  available  to  the 
general  public  in  tariff  format  under  this 
subsection  shall  include,  but  shall  not  be 
limited  to  (i)  the  identity  of  the  shipper 
party  to  the  contract;  (ii)  the  specific  ori- 
gins, transit  points  and  other  shipper  facili- 
ties subject  to  the  contract,  and  destinations 
served  under  such  contract;  (iii)  the  dura- 
tion of  the  contract,  including  provisions  for 
optional  extension:  (iv)  the  actual  volume 
requirements,  if  any;  (v)  whether  any  trans- 
portation service  has  begiui  under  a  con- 
tract before  the  date  such  contract  is  filed 
with  or  approved  by  the  Commission,  and 
(vi)  the  date  on  which  the  contract  became 
applicable  to  the  transportation  services 
provided  under  the  contract.  The  Commis- 
sion shall  interpret  this  subsection  to  pro- 
vide for  liberal  discovery  to  shippers  seeking 
remedies  under  subsection  (d)(2)(B)  of  this 
section. 

"(B)  Any  amendment,  supplement,  or 
change  to  any  term  or  provision  of  any  con- 
tract described  in  subparagraph  (A),  includ- 
ing extensions  of  such  contract,  changes  of 
origin,  transit  points,  affected  shipper  facili- 
ties, destination  points,  or  negotiated  eco- 
nomic terms,  shall  be  deemed  to  be  a  sepa- 
rate and  new  contract  for  the  purposes  of 
this  subsection.  Such  amendments,  supple- 
ments, or  changes  shall  be  filed  separately 
with  the  Commission  as  provided  in  para- 
graph (1). 

■(C)  Within  60  days  after  the  date  of  the 
enactment  of  the  Conrail  Privatization  Act, 
the  Commission  shall  issue  regulations 
which  require  that  essential  terms  of  con- 
tracts described  in  subparagraph  (A)  shall 
be  made  available  to  the  general  public  in 
tariff  format  as  provided  in  this  paragraph. 

"(D)  The  railroad  contract  rate  advisory 
service  established  pursuant  to  subsection 
(m)  of  this  section  shall  assess  the  impact 
on  competition  among  agricultural  shippers 
of  variations  between  contract  rates  for  var- 
ious shipments  and  the  published  single  car 
rates,  and  shall  submit  a  report  to  the  Con- 
gress not  later  than  120  days  after  the  date 
of  the  enactment  of  the  Conrail  Privatiza- 
tion Act.". 

SEC.  4753.  BOXCAR  PROVISION. 

The  authority  of  the  Commission  to  pro- 
mulgate that  portion  of  the  rule  adopted  by 
the  Commission  in  Ex  Parte  No.  346  (Sub. 
No.  19)  served  September  12,  1986,  consist- 
ing of  small  railroad  protections,  is  hereby 
confirmed. 

Page  419,  strike  out  line  12  and  all  that 
follows  through  page  552,  line  2,  and  insert 
in  lieu  thereof  the  following: 

TITLE  X— HOUSE  COMMITTEE  ON  WAYS 
AND  MEANS 
Subtitle  A— OASDI  Provisions 
Subtitle  B— Provisions  Relating  to  Public 
Assistance  and  Unemployment 
Taxes 
Subtitle  C— Provisions  Relating  to  Medicare 
and  Health  Programs 


Subtitle  D— Revenue  Provisions 

Subtitle  A— OASDI  Provisions 

SEC.  10001.  ELIMIN.ATION  OF  3-PERCENT  TRIGGER 
FOR  COST-OF-LIVING  INCREASES. 

(a)  Elimination  of  Trigger.— Section 
215(i)(l)(B)  of  the  Social  Security  Act  is 
amended  by  striking  out  "with  respect  to 
which  the  applicable  increase  percentage  is 
3  percent  or  more"  and  inserting  in  lieu 
thereof  "with  respect  to  which  the  applica- 
ble increase  percentage  is  greater  than 
zero". 

(b)  Conforming  Amendments.— 

(1)  In  current  law.— Section  215(i)  of 
such  Act  is  further  amended— 

(A)(i)  by  striking  out  clause  (i)  in  para- 
graph (2)(C)  and  redesignating  clauses  (ii) 
and  (iii)  of  such  paragraph  as  clauses  (i)  and 
(ii).  respectively,  and 

(ii)  by  striking  out  "under  clause  (ii)"  in 
clause  (ii)  of  such  paragraph  as  so  redesig- 
nated and  inserting  in  lieu  thereof  "under 
clause  (i)"; 

(B)  by  inserting  "and  by  section  10001  of 
the  Omnibus  Budget  Reconciliation  Act  of 
1986"  after  "Social  Security  Amendments  of 
1983"  in  paragraph  (4);  and 

(C)  by  striking  out  "because  the  wage  in- 
crease percentage  was  less  than  3  percent" 
in  paragraph  (5)(A)(i)  and  inserting  in  lieu 
thereof  "because  there  was  no  wage  increase 
percentage  greater  than  zero". 

(2)  In  applicable  former  law.— Section 
215(i)  of  such  Act,  as  in  effect  in  December 
1978  and  applied  in  certain  cases  under  the 
provisions  of  such  Act  in  effect  after  De- 
cember 1978,  is  amended— 

(A)  by  striking  out  ",  by  not  less  than  3 
per  centum,"  in  paragraph  (1)(B);  and 

(B)  by  striking  out  "(C)(i)  Whenever"  and 
all  that  follows  down  through  "(ii)  When- 
ever" in  paragraph  (2)(C)  and  inserting  in 
lieu  thereof  "(C)  Whenever". 

(c)  Technical  Amendment  to  SMI  Pro- 
gram.—Section  1839(f)(2)(A)  of  such  Act  is 
amended  to  read  as  follows: 

"(A)  the  monthly  premium  amount  deter- 
mined under  subsection  (a)(2)  for  that  Jan- 
uary reduced  by  the  amount  (if  any)  by 
which  the  monthly  benefit  under  section 
202  or  223  for  that  November,  after  the  de- 
duction of  the  premium  (disregarding  sub- 
section (b))  for  that  individual  for  that  De- 
cember and  after  rounding  under  section 
215(g).  would  exceed  the  monthly  benefit 
under  section  202  or  223  for  that  December, 
after  the  deduction  of  the  monthly  premi- 
um amount  determined  under  subsection 
(a)(2)  (disregarding  subsection  (b»  for  that 
individual  for  that  January  and  after  round- 
ing under  section  215(g).  or". 

(d)  Effective  Date.— (1)  Except  as  provid- 
ed in  paragraphs  (2)  and  (3).  the  amend- 
ments made  by  this  section  shall  apply  with 
resp>ect  to  cost-of-living  increases  deter- 
mined under  section  215(i)  of  the  Social  Se- 
curity Act  (as  currently  in  effect,  and  as  in 
effect  in  December  1978  and  applied  in  cer- 
tain cases  under  the  provisions  of  such  Act 
in  effect  after  December  1978)  in  1986  and 
subsequent  years. 

(2)  The  amendments  made  by  paragraphs 
(1)(A)  and  (2)(B)  of  subsection  (b)  shall 
apply  with  respect  to  months  after  Septem- 
ber 1986. 

(3)  The  amendment  made  by  subsection 
(c)  shall  apply  with  respect  to  monthly  pre- 
miums (under  section  1839  of  the  Social  Se- 
curity Act)  for  months  after  December  1986. 

SEC.  10002.  deposits  OF  SOCIAL  SECURITY  CON- 
TRIBUTIONS BY  STATE  AND  L(X:AL 
GOVERNMENT  EMPLOYERS. 

(a)  Returns  and  Payments.- ( 1 )  Subchap- 
ter C  of  chapter  21  of  the  Internal  Revenue 


Code  of  1954  is  amended  by  redesignating 
section  3126  as  section  3127,  and  by  insert- 
ing after  section  3125  the  following  new  sec- 
tion: 

"SEC.  312S.  RETURN  AND  PAYMENT  BY  GOVERN- 
MENTAL EMPLOYER. 

"If  the  employer  is  a  State  or  political 
subdivision  thereof,  or  an  agency  or  instru- 
mentality of  any  one  or  more  of  the  forego- 
ing, the  return  of  the  amount  deducted  and 
withheld  upon  any  wages  under  section  3101 
and  the  amount  of  the  tax  imposed  by  sec- 
tion 3111  may  be  made  by  any  officer  or  em- 
ployee of  such  State  or  political  subdivision 
or  such  agency  or  instrumentality,  as  the 
case  may  be,  having  control  of  the  payment 
of  such  wages,  or  appropriately  designated 
for  that  purpose.". 

(2)  The  table  of  sections  for  subchapter  C 
of  chapter  21  of  such  Code  is  amended  by 
striking  out  the  last  item  and  inserting  in 
lieu  thereof  the  following: 

"Sec.  3126.  Return  and  payment  by  govern- 
mental employer. 
"Sec.  3127.  Short  title.". 

(b)  Treatment  of  Service  Under  Section 
218  Agreements  as  Employment  Performed 
BY  Employees.— 

(1)  Service  treated  as  employment.— (A) 
Section  3121(b)(7)  of  such  Code  is  amend- 
ed- 

(i)  by  striking  out  ";  or"  at  the  end  of  sub- 
paragraph (C)  and  Inserting  in  lieu  thereof 
a  comma; 

(ii)  by  striking  out  the  semicolon  at  the 
end  of  subparagraph  (D)  and  inserting  in 
lieu  thereof  ".  or  ".  and 

(iii)  by  adding  after  subparagraph  (D)  the 
following  new  subparagraph: 

"(E)  service  included  under  an  agreement 
entered  into  pursuant  to  section  218  of  the 
Social  Security  Act;". 

(B)  Section  1402(b)  of  such  Code  is 
amended  by  striking  out  "under  an  agree- 
ment entered  into  pursuant  to  the  provi- 
sions of  section  218  of  the  Social  Security 
Act  (relating  to  coverage  of  State  employ- 
ees), or"  in  the  flush  sentence  immediately 
following  paragraph  (2). 

(2)  Individual  performing  services  treat- 
ed AS  EMPLOYEE.— (A)  Section  3121(d)  of  such 
Code  is  amended  by  redesignating  para- 
graph (3)  as  paragraph  (4),  and  by  inserting 
after  paragraph  (2)  the  following  new  para- 
graph: 

"(3)  any  individual  who  performs  services 
that  are  included  under  an  agreement  en- 
tered into  pursuant  to  section  218  of  the 
Social  Security  Act;  or". 

(B)  Section  3306(i)  of  such  Code  is  amend- 
ed by  striking  out  "subparagraphs  (B)  and 
(C)  of  paragraph  (3)"  and  inserting  in  lieu 
thereof  "paragraph  (3)  and  subparagraphs 
(B)  and  (C)  of  paragraph  (4)". 

(c)  Conforming  Amendments  in  Social  Se- 
curity Act.— (1)  Subsections  (e),  (h),  (i),  (j). 
(q),  (r),  (s),  and  (t)  of  section  218  of  the 
Social  Security  Act  are  repealed;  and  subsec- 
tions (f),  (g),  (k),  (1),  (m),  (n),  (o),  (p),  and 
(u)  of  such  section  are  redesignated  as  sub- 
sections (e),  (f ),  (g),  (h),  (i).  (j),  (k),  (1),  and 
(m),  respectively. 

(2)(A)  Section  205(c)(l)(D)(i)  of  such  Act 
is  amended  by  inserting  "(as  in  effect  prior 
to  December  31,  1986)"  after  "section 
218(e)". 

(B)  Section  205(c)(5)(P)(iii)  of  such  Act  is 
amended— 

(i)  by  inserting  "(as  in  effect  prior  to  De- 
cember 31,  1986)"  after  "section  218",  and 

(ii)  by  inserting  "(as  so  In  effect)"  after 
"subsection  (q)  of  such  section". 
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(C)  Section  218(d)(6)  of  such  Act  is 
amended— 

(i)  by  striking  out  "subsection  (f)"  in  sub- 
paragraph (A)  and  inserting  in  lieu  thereof 
"subsection  (e)",  and 

(ii)  by  striking  out  "subsection  (f)(1)"  in 
subparagraph  (F)  and  inserting  in  lieu 
thereof  "subsection  (e)(1)". 

(0)  Section  218(d)(8)(D)  of  such  Act  is 
amended  by  striking  out  "subsection  (p)" 
and  inserting  in  lieu  thereof  "subsection 
(1)". 

(E)  Section  218(e)(1)  of  such  Act  (as  redes- 
ignated by  pEU'agraph  (1)  of  this  subsection) 
is  amended  by  striking  out  "Except  as  pro- 
vided in  subsection  (e)(2),  any  agreement" 
and  inserting  in  lieu  thereof  "Any  sigree- 
ment". 

(F)  Section  224(a)(2)(B)  of  such  Act  is 
amended  by  striking  out  "section  218(k)" 
and  inserting  in  lieu  thereof  "section 
218(g)". 

(d)  Effective  Date.— The  amendments 
made  by  this  section  are  effective  with  re- 
spect to  payments  due  with  respect  to  wages 
paid  after  December  31,  1986,  including 
wages  paid  after  such  date  by  a  State  (or  po- 
litical subdivision  thereof)  that  modified  its 
agreement  pursuant  to  the  provisions  of  sec- 
tion 218(e)(2)  of  the  Social  Security  Act 
prior  to  the  date  of  the  ensuitment  of  this 
Act;  except  that  in  cases  where,  in  accord- 
ance with  the  currently  applicable  schedule, 
deposits  of  taxes  due  under  an  agreement 
entered  into  pursuant  to  section  218  of  the 
Social  Security  Act  would  be  required 
within  3  days  after  the  close  of  an  eighth- 
month  period,  such  3-day  requirement  shall 
be  changed  to  a  7-day  requirement  for 
wages  paid  prior  to  October  1,  1987,  and  to  a 
5-day  requirement  for  wages  paid  after  Sep- 
tember 30,  1987,  and  prior  to  October  1, 
1988.  For  wages  paid  prior  to  October  1, 
1988,  the  deposit  schedule  for  taxes  imposed 
under  sections  3101  and  3111  shall  be  deter- 
mined separately  from  the  deposit  schedule 
for  taxes  withheld  under  section  3402  if  the 
taxes  imposed  under  sections  3101  and  3111 
are  due  with  respect  to  service  included 
under  an  agreement  entered  into,  pursuant 
to  section  218  of  the  Social  Security  Act. 

Subtitle  B — Provisions  Relating  to  Public 
Assistance  and  Unemployment  Taxes 

SEC.  lOlOI.  MANDATORY  PROVISION  OF  AID  WITH 
RESPECT  TO  DEPENDENT  CHILDREN 
IN  TWO-PARENT  FAMILIES. 

(a)  Requirement  That  Aid  Be  Provided.— 
Section  402(a)  of  the  Social  Security  Act  is 
amended— 

(1)  by  striiung  out  "and"  after  the  semi- 
colon at  the  end  of  paragraph  (38); 

(2)  by  striking  out  the  period  at  the  end  of 
paragraph  (39)  and  inserting  in  lieu  thereof 
";  and";  and 

(3)  by  inserting  immediately  after  para- 
graph (39)  the  following  new  paragraph: 

"(40)  provide  that  payments  of  aid  will  be 
made  under  the  plan  with  respect  to  de- 
pendent children  of  unemployed  parents,  in 
accordance  with  section  407.". 

(b)  Conforming  Amendments.— (1)  Section 
407(b)  of  such  Act  is  amended  by  striking 
out  "(b)  The  provisions"  and  all  that  follows 
down  through  "(1)  requires"  and  inserting 
in  lieu  thereof  the  following: 

"(b)  In  providing  for  the  payment  of  aid 
under  the  State's  plan  approved  under  sec- 
tion 402  in  the  case  of  families  which  in- 
clude dependent  children  within  the  mean- 
ing of  subsection  (a)  of  this  section,  as  re- 
quired by  section  402(a)(40),  the  State's 
plan— 

"(l)shaU  require". 


(2)  Section  407(b)(2)  of  such  Act  is  amend- 
ed by  striking  out  "provides—"  and  inserting 
in  lieu  thereof  "shall  provide—". 

(c)  Quarters  of  Work  Based  on  Educa- 
tion OR  Training.— (1)  Section  407(d)(1)  of 
such  Act  is  amended— 

(A)  by  inserting  "(A)"  after  "means  a  cal- 
endar quarter";  and 

(B)  by  inserting  before  the  semicolon  at 
the  end  thereof  the  following:  ',  or  (B)  if 
the  State  plan  so  provides  (but  subject  to 
the  last  sentence  of  this  subsection),  in 
which  such  individual  (i)  was  in  regular  full- 
time  attendance  as  a  student  at  an  elemen- 
tary or  secondary  school,  (ii)  was  in  regular 
full-time  attendance  in  a  course  of  vocation- 
al or  technical  training  designed  to  fit  him 
or  her  for  gainful  employment,  or  (iii)  par- 
ticipated in  an  education  or  training  pro- 
gram established  under  the  Job  Training 
Partnership  Act". 

(2)  Section  407(d)  of  such  Act  is  further 
amended  by  adding  at  the  end  thereof 
(after  and  below  paragraph  (4))  the  follow- 
ing new  sentence:  "No  individual  shall  be 
credited  during  his  or  her  lifetime  (for  pur- 
poses of  subsection  (b)(l)(C)(i))  with  more 
than  4  'quarters  of  work'  based  on  attend- 
ance in  a  course  or  courses  of  vocational  or 
technical  training  as  described  in  paragraph 
(l)(B)(ii)  of  this  subsection.". 

(3)  Section  407(b)(l)(C)(i)  of  such  Act  is 
amended  by  inserting  after  "e  or  more  quar- 
ters of  work  (as  defined  in  subsection 
(d)(1))"  the  following:  ",  including  2  or  more 
quarters  of  work  as  defined  in  subsection 
(d)(1)(A),". 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  become  effective 
January  1,  1988. 

SEC.  10102.  TARGETING  INDER  INCOME  AND  ELIGI- 
BILITY VERIFICATION  SYSTEM. 

Section  1137(a)(4)(C)  of  the  Social  Securi- 
ty Act  is  amended  by  inserting  after  "pay- 
ments" the  following:  ",  and  no  State  shall 
be  required  to  use  such  information  to 
verify  the  eligibility  of  all  recipients". 

SEC.    10103.    ANNUAL   CALCILATION   OF   FEDERAL 
PERCENTAGE  FOR  AFDC  PI  RPOSES. 

Section  9528(c)  of  the  Consolidated  Omni- 
bus Budget  Reconciliation  Act  of  1985  (as 
added  by  section  4621(a)  of  this  Act)  is 
amended  (effective  as  provided  in  section 
4621(b))- 

(1)  by  striking  out  "payment  to  a  State 
under  section  1903"  and  inserting  in  lieu 
thereof  "payments  to  States  under  sections 
403  and  1903  ";  and 

(2)  by  inserting  "with  respect  to  either 
such  section"  after  "shall  not  apply  to  a 
State". 

SEC.  10104.  RATE  OF  FITA  TAX. 

(a)  In  General.— Paragraph  (1)  of  section 
3301  of  the  Federal  Unemployment  Tax  Act 
is  amended  by  striking  out  ""1976"  and  in- 
serting in  lieu  thereof  ""1989  ". 

(b)  Effective  Date.— The  amendment 
made  by  this  section  shall  apply  to  remu- 
neration paid  after  December  31,  1986. 

Subtitle  C — Provisions  Relating  to  Medicare  and 

Health  Programs 
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SEC.  10202.  APPLICABLE  PERCENTAGE  INCREASE  IN 
PAYMENTS  FOR  INPATIENT  HOSPITAL 
SERVICES. 

(A)  In  General.— Subclause  (II)  of  section 
188«<bK3)(B)<i)  of  the  Social  Security  Act 
<42  U.S.C.  1395ww(bM3)(B>(i))  is  amended  to 
read  as  follows: 

"(II)  for  fiscal  year  1987,  1.0  percent,  and 
for  fiscal  year  1988.  the  market  basket  per- 
centage increase  (as  defined  in  clause  (ii)) 
minus  2.0  percentage  points,  and". 

(b)  Conforming  Amendments.— (1 )  Section 
1886<d)<3KA)  of  such  Act  is  amended  by 
striking  'and  1986"  and  inserting  '.  1986. 
1987.  and  1988". 

(2)  Section  1886(eM4)  of  such  Act  is 
amended— 

(A)  by  striking  "determine  for  each  fiscal 
year  (beginning  with  fiscal  year  1987)"  and 
inserting  "recommend  for  fiscal  year  1988 
an  appropriate  change  factor  for  inpatient 
hospital  services  for  discharges  in  that  fiscal 
year  and  shall  determine  for  each  subse- 
quent fiscal  year",  and 

(B)  by  adding  at  the  end  the  following 
new  sentence:  "The  F>ercentage  change  for 
subsection  (d)  hospitals  and  subsection  (d) 
Puerto  Rico  hospitals  may  be  different  from 
that  for  other  hospitals  and  may  vary 
among  such  other  hospitals.". 

(3)  Section  1886(e)(5)  of  such  Act  is 
amended— 

(A)  by  striking  "June  I  before  each  fiscal 
year  (beginning  with  fiscal  year  1986)"  and 
inserting  "April  1  before  fiscal  year  1988 
and  the  June  1  before  each  subsequent 
fiscal  year",  and 

(B)  by  inserting  "recommendation  or" 
before  "determination"  each  place  it  ap- 
pears. 

(c)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  cost 
reporting  periods  beginning  on  or  after  Oc- 
tober 1.  1986  and.  for  purposes  of  section 
1886(d)  of  the  Social  Security  Act,  for  dis- 
charges occurring  on  or  after  October  1. 
1986. 

(d)  Promulgation  of  New  Rate.— The 
Secretary  of  Health  and  Human  Services 
shall  provide,  within  30  days  after  the  date 
of  the  enactment  of  this  Act  but  in  no  case 
later  than  October  1.  1986.  for  the  republi- 
cation of  the  determination  described  in  sec- 
tion 1886(e)(5)  of  the  Social  Security  Act. 
taking  into  account  the  amendments  made 
by  this  section,  without  regard  to  the  provi- 
sions of  chapter  5  of  title  5,  United  States 
Code. 

SEC.  10203.  LIMIT.ATION  ON  PAYMENTS  FOR  CAP- 
ITAL-REL.*TED  COSTS  FOR  INPATIENT 
HOSPITAL  SERVICES  OF  ORG  HOSPI- 
TALS INDER  MEDICARE. 

(a)  In  General.— Section  1886(g)  of  the 
Social  Security  Act  (42  U.S.C.  1395ww(g))  is 
amended  by  adding  at  the  end  the  following 
new  paragraph: 

"(3)(A)  Notwithstanding  section 

1861(v)(l),  in  determining  the  amount  of 
the  hospital  capital  payments  (as  defined  in 
subparagraph  (D)),  the  Secretary  shall  pro- 
vide for  a  reduction  by  such  percentage  (in 
this  section  referred  to  as  the  capital  reduc- 
tion percentage)  in  such  payments  as  is  nec- 
essary to  provide  that  the  aggregate  amount 
of  hospital  capital  payments  attributable  to 
portions  of  hospital  cost  reporting  periods 
occurring  in  fiscal  year  1987,  in  fiscal  year 
1988,  and  in  fiscal  year  1989.  does  not 
exceed  110  percent,  120  percent,  and  130 
percent,  respectively,  of  the  aggregate 
amount  of  such  payments  attributable  to 
portions  of  hospital  cost  reporting  periods 
occurring  in  fiscal  year  1986,  adjusted  in  ac- 
cordance with  subparagraph  (C). 


"(B)  The  Secretary  shall  determine  the 
capital  reduction  percentage  based  upon  the 
best  information  available  before  the  begin- 
ning of  the  fiscal  year  involved  and  interim 
and  final  payments  shall  be  made  on  the 
basis  of  such  percentage.  Such  percentage 
shall  not  be  subject  to  change  after  the  date 
it  is  promulgated  in  final  form. 

"(C)  In  computing  the  hospital  capital 
payments  attributable  to  portions  of  cost  re- 
porting periods  occurring  in  fiscal  year  1986 
in  the  computing  the  limitation  on  hospital 
capital  payments  under  subparagraph  (A) 
attributable  to  portions  of  cost  reporting  pe- 
riods occurring  in— 

"(i)  fiscal  year  1987,  there  shall  be  ex- 
cluded 25  percent, 

"(ii)  fiscal  year  1988,  there  shall  be  ex- 
cluded 50  percent, 

"(iii)  fiscal  year  1989,  there  shall  be  ex- 
cluded 75  percent, 

of  the  amount  of  the  hospital  capital  pay- 
ments (attributable  to  portions  of  cost  re- 
porting periods  occuring  in  fiscal  year  1986) 
that  are  attributable  to  a  return  on  equity 
capital. 

"(D)  In  this  paragraph,  the  term  'hospital 
capital  payments'  means  the  payments  that 
may  be  made  under  part  A  of  this  title  with 
respect  to  the  allowable  capital-related  costs 
(as  defined  by  the  Secretary)  of  inpatient 
hospital  services  for  subsection  (d)  hospitals 
and  subsection  (d)  Puerto  Rico  hospitals.". 

(b)  Publication  of  Capital  Reduction 
Percentage.- Section  1886(e)(4)  of  such  Act 
is  amended  by  inserting  before  the  period  at 
the  end  the  following:  "and  shall  determine 
for  each  fiscal  year  the  capital  reduction 
percentage  which  should  be  effected  under 
subsection  (g)(3)  for  that  fiscal  year". 

(c)  No  Administrative  or  Judicial 
Review.— Section  1886(d)(7)  of  such  Act  is 
amended— 

(1)  by  striking  "and  "  at  the  end  of  sub- 
paragraph (A). 

(2)  by  striking  the  period  at  the  end  of 
subparagraph  (B)  and  inserting  ".  and",  and 

(3)  by  adding  at  the  end  the  following  new 
subparagraph: 

(C)  the  determination  of  a  capital  reduc- 
tion percentage  under  subsection  (g)(3).". 

(d)  Effective  Date.— 

(1)  In  general.— The  amendments  made 
by  this  section  shall  apply  to  payments  for 
capital-related  costs  attributable  to  portions 
of  cost  reporting  periods  occurring  on  or 
after  October  1.  1986. 

(2)  Transition.— The  Secretary  of  Health 
and  Human  Services  shall  cause  to  have 
published  in  the  Federal  Register,  by  not 
later  than  30  days  after  the  date  of  the  en- 
actment of  this  Act  or.  if  earlier,  by  October 
1.  1986.  the  capital  reduction  percentage  de- 
termined under  section  1886(g)(3)  for  pay- 
ments for  capital-related  costs  attributable 
to  portions  of  hospital  cost  reporting  peri- 
ods that  occur  during  fiscal  year  1987.  In 
promulgating  such  percentage  for  such 
fiscal  year,  the  provisions  of  chapter  5  of 
title  5.  United  States  Code,  and  of  chapter 
35  of  title  41  of  such  Code,  shall  not  apply. 

SEC.  I02<M.  C0VER.A(:E  of  HOSPITALS  IN  Pl'ERTO 
RICO  UNDER  A  DRC  PROSPECTIVE 
PAY.MENT  SYSTEM. 

(a)  In  General.— Section  1886(d)  of  the 
Social  Security  Act  (42  U.S.C.  1395ww(d))  is 
amended  by  adding  at  the  end  the  following 
new  paragraph: 

"(9)(A)  Notwithstanding  section  1814(b) 
but  subject  to  the  provisions  of  section  1813. 
the  amount  of  the  payment  with  respect  to 
the  operating  costs  of  inpatient  hospital 
services  of  a  subsection  (d)  Puerto  Rico  hos- 
pital for  inpatient  hospital  discharges  in  a 


fiscal  year  beginning  on  or  after  October  1, 
1986,  is  equal  to  the  sum  of— 

"(i)  75  percent  of  the  Puerto  Rico  adjust- 
ed DRG  prospective  payment  rate  (deter- 
mined under  subparagraph  (B)  or  (O)  for 
such  discharges,  and 

"(ii)  25  percent  of  the  average  of— 

"(I)  the  national  adjusted  DRG  prospec- 
tive payment  rate  (determined  under  para- 
graph (3)(D))  for  hospitals  located  in  an 
urban  area,  and 

"(II)  such  rate  for  hospitals  located  in  a 
rural  area, 

for  such  discharges,  adjusted  in  the  manner 
provided  in  paragraph  (3)(E)  for  different 
area  wage  levels. 

As  used  in  this  section,  the  term  'subsection 
(d)  Puerto  Rico  hospital"  means  a  hospital 
that  is  located  in  Puerto  Rico  and  that 
would  be  a  subsection  (d)  hospital  (as  de- 
fined in  paragraph  (1)(B))  if  it  were  located 
in  one  of  the  fifty  States. 

"•(B)  The  Secretary  shall  determine  a 
Puerto  Rico  adjusted  DRG  prospective  pay- 
ment rate,  for  each  inpatient  hospital  dis- 
charge in  fiscal  year  1987  involving  inpa- 
tient hospital  services  of  a  subsection  (d) 
Puerto  Rico  hospital  for  which  payment 
may  be  made  under  part  A  of  this  title. 
Such  rate  shall  be  determined  for  such  hos- 
pitals located  in  urban  or  rural  areas  within 
Puerto  Rico,  as  follows: 

"(i)  The  Secretary  shall  determine  the 
target  amount  (as  defined  in  subsection 
(b)(3)(A))  for  the  hospital  for  the  cost  re- 
porting period  beginning  in  fiscal  year  1986 
and  increase  such  amount  by  the  applicable 
percentage  increase  (as  defined  in  subsec- 
tion (b)(3)(B))  for  fiscal  year  1987. 

"(ii)  The  Secretary  shall  standardize  the 
amount  determined  under  clause  (i)  for 
each  hospital  by— 

"(I)  excluding  an  estimate  of  indirect  med- 
ical education  costs. 

"(II)  adjusting  for  variations  among  hospi- 
tals by  area  in  the  average  hospital  wage 
level,  and 

"'(III)  adjusting  for  variations  in  case  mix 
among  hospitals. 

"(iii)  The  Secretary  shall  compute  an  av- 
erage of  the  standardized  amounts  deter- 
mined under  clause  (ii)  for  all  hospitals  lo- 
cated in  an  urban  area  and  for  all  hospitals 
located  in  a  rural  area  (as  such  terms  are  de- 
fined in  paragraph  (2)(D)). 

"(iv)  The  Secretary  shall  reduce  the  aver- 
age standardized  amount  by  a  proportion 
equal  to  the  proportion  (estimated  by  the 
Secretary)  of  the  amount  of  payments 
under  this  paragraph  which  are  additional 
payments  described  in  subparagraph  (D)(i) 
(relating  to  outlier  payments)  or  in  subpara- 
graph (D)(v)  (relating  to  disproportionate 
share  payments)  for  subsection  (d)  Puerto 
Rico  hospitals. 

"(V)  For  each  discharge  classified  within  a 
diagnosis-related  group  for  hospitals  located 
in  an  urban  or  rural  area,  respectively,  the 
Secretary  shall  establish  a  Puerto  Rico 
DRG  prospective  payment  rate  equal  to  the 
product  of— 

"(I)  the  average  standardized  amount 
(computed  under  clause  (iii)  and  reduced 
under  clause  (iv))  for  hospitals  located  in  an 
urban  or  rural  area,  respectively,  and 

"(II)  the  weighting  factor  (determined 
under  paragraph  (4)(B))  for  that  diagnosis- 
related  group. 

"(vi)  The  Secretary  shall  adjust  the  pro- 
portion (as  estimated  by  the  Secretary  from 
time  to  time)  of  hospitals'  costs  which  are 
attributable  to  wages  and  wage-related 
costs,  of  the  Puerto  Rico  DRG  prospective 
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payment  rate  computed  under  clause  (v)  for 
area  differences  in  hospital  wage  levels  by  a 
factor  (established  by  the  Secretary)  reflect- 
ing the  relative  hospital  wage  level  in  the 
geographic  area  of  the  hospital  compared  to 
the  Puerto  Rican  average  hospital  wage 
level. 

"(C)  The  Secretary  shall  determine  a 
Puerto  Rico  adjusted  DRG  prospective  pay- 
ment rate,  for  each  inpatient  hospital  dis- 
charge after  fiscal  year  1987  involving  inpa- 
tient hospital  services  of  a  subsection  (d) 
Puerto  Rico  hospital  for  which  payment 
may  be  made  under  part  A  of  this  title. 
Such  rate  shall  be  determined  for  hospitals 
located  in  urban  or  rural  areas  within 
Puerto  Rico  as  follows: 

"(i)  The  Secretary  shall  compute  an  aver- 
age standardized  amount  for  hospitals  locat- 
ed in  in  urban  area  and  for  hospitals  locat- 
ed in  a  rural  area  equal  to  the  respective  av- 
erage standardized  amount  computed  for 
the  previous  fiscal  year  under  subparagraph 
(B)(iii)  or  under  this  clause,  increased  for 
fiscal  year  1988  by  the  applicable  percent- 
age increase  under  subsection  (b)(3)(B),  and 
adjusted  for  subsequent  fiscal  years  in  ac- 
cordance with  the  final  determination  of 
the  Secretary  under  subsection  (e)(4),  and 
adjusted  to  reflect  the  most  recent  case-mix 
data  available. 

"(ii)  The  Secretary  shall  reduce  each  of 
the  average  standardized  amounts  by  a  pro- 
portion equal  to  the  proportion  (estimated 
by  the  Secretary)  of  the  amount  of  pay- 
ments under  this  paragraph  which  are  addi- 
tional payments  described  in  subparagraph 
(D)(i)  (relating  to  outlier  payments)  or  in 
subparagraph  (D)(v)  (relating  to  dispropor- 
tionate share  payments)  for  subsection  (d) 
Puerto  Rico  hospitals. 

"(iii)  For  each  discharge  classified  within 
a  diagnosis-related  group  for  hospitals  locat- 
ed in  an  urban  or  rural  area,  respectively, 
the  Secretary  shall  establish  a  Puerto  Rico 
DRG  prospective  payment  rate  equal  to  the 
product  of — 

"(I)  the  average  standardized  amount 
(computed  under  clause  (i)  and  reduced 
under  clause  (ii))  for  hospitals  located  in  an 
urban  or  rural  area,  respectively,  and 

"(II)  the  weighting  factor  (determined 
under  paragraph  (4)(B))  for  that  diagnosis- 
related  group. 

"(iv)  The  Secretary  shall  adjust  the  pro- 
portion (as  estimated  by  the  Secretary  from 
time  to  time)  of  hospitals'  costs  which  are 
attributable  to  wages  and  wage-related 
costs,  of  the  Puerto  Rico  DRG  prospective 
payment  rate  computed  under  clause  (iii) 
for  area  differences  in  hospital  wage  levels 
by  a  factor  (established  by  the  Secretary) 
reflecting  the  relative  hospital  wage  level  in 
the  geographic  area  of  the  hospital  com- 
pared to  the  Puerto  Rican  average  hospital 
wage  level. 

"(D)  The  following  provisions  of  para- 
graph (5)  shall  apply  to  subsection  (d) 
Puerto  Rico  hospitals  receiving  payment 
under  this  paragraph  in  the  same  manner 
and  to  the  extent  as  they  apply  to  subsec- 
tion (d)  hospitals  receiving  payment  under 
this  subsection: 

"(i)  Subparagraph  (A)  (relating  to  outlier 
payments),  except  that  the  total  amount  of 
additional  payments  made  under  this  clause 
in  a  fiscal  year  may  not  be  less  than  5  per- 
cent nor  more  than  6  percent  of  the  total 
payments  projected  or  estimated  to  be  made 
under  this  paragraph  for  discharges  in  that 
year. 

"(ii)  Subparagraph  (B)  (relating  to  pay- 
ments for  indirect  medical  education  costs), 
except  that  for  this  purpose  the  sum  of  the 


amount  determined  under  subparagraph  (A) 
of  this  paragraph  and  the  amount  paid  to 
the  hospital  under  clause  (i)  of  this  subpara- 
graph shall  be  substituted  for  the  sum  re- 
ferred to  in  paragraph  (5)(B)(i)(I). 

"(iii)  Subparagraph  (C)(iii)  (relating  to  ex- 
ceptions and  adjustments). 

"(iv)  Subparagraph  (E)  (relating  to  pay- 
ments for  costs  of  certified  registered  nurse 
anesthetists). 

"(V)  Subparagraph  (P)  (relating  to  dispro- 
portionate share  payments),  except  that  for 
this  purpose  the  sum  described  in  clause  (ii) 
of  this  subparagraph  shall  be  substituted 
for  the  sum  referred  to  in  paragraph 
(5)(F)(ii)(I).". 

(b)  Conforming  Amendments.— (1)  The 
first  sentence  of  section  1886(d)(5)(C)(i)  of 
such  Act  is  amended  by  inserting  "(other 
than  under  paragraph  (9))"  after  "estab- 
lished under  this  subsection". 

(2)  The  second  and  third  sentences  of  sec- 
tion 1886(d)(5)(C)(ii)  of  such  Act  are  each 
amended  by  inserting  "(other  than  under 
paragraph  (9))"  after  "payment  amounts 
under  this  subsection". 

(c)  No  Restandardization  of  National 
Levels  to  Reflect  Inclusion  of  Puerto 
Rico.— The  Secretary  of  Health  and  Human 
Services  shall  not  restandardize  or  other- 
wise adjust  the  national  DRG  prospective 
payment  rates  otherwise  determined  under 
section  1886(d)  of  the  Social  Security  Act  to 
tal(e  into  account  changes  in  the  payments 
provided  to  subsection  (d)  Puerto  Rico  hos- 
pitals under  the  amendment  made  by  sub- 
section (a). 

(d)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  cost  re- 
porting periods  beginning  on  or  after  Octo- 
ber 1.  1986.  The  Secretary  of  Health  and 
Human  Services  shall  issue  such  regula- 
tions, by  not  later  than  October  1,  1986,  as 
are  necessary  to  implement  such  amend- 
ments in  a  timely  manner,  without  regard  to 
the  provisions  of  chapter  5  of  title  5,  United 
States  Code. 

SEC.   10205.   IMPROVING   QIALITV  OF  CARE   WITH 
RESPECT  TO  part  A  SERVICES. 

(a)  Refinement  of  Prospective  Payment 
System.— 

(1)  Development  of  legislative  propos- 
al.—The  Secretary  of  Health  and  Human 
Services  shall  develop  and  submit  to  Con- 
gress a  specific  legislative  proposal  to  im- 
prove the  classification  and  payment  system 
under  section  i  886(d)  of  the  Social  Security 
Act  (and,  as  appropriate,  the  system  for 
payment  of  outliers  under  section 
1886(d)(5)(A)  of  such  Act)  in  order  to  assure 
that  the  amount  of  payment  per  discharge 
approximates  the  cost  of  medically  neces- 
sary care  provided  in  an  efficient  manner 
for  individual  patients  or  classes  of  patients 
with  similar  conditions. 

(2)  Accounting  for  severity  of  illness.— 
In  developing  the  proposal,  the  Secretary 
shall  account  for  variations  in  severity  of  ill- 
ness and  case  complexity  which  are  not  ade- 
quately accounted  for  by  the  current  classi- 
fication and  payment  system. 

(3)  Deadline.— The  proposal  shall  be  sub- 
mitted to  Congress  by  not  later  than  2  years 
after  the  date  of  the  enactment  of  this  Act. 

(b)  Requiring  Notice  of  Hospital  Dis- 
charge Rights.— 

( 1 )  Requirement  for  hospitals  to  provide 
STATEMENT.— Section  1866(a)(1)  of  the  Social 
Security  Act  (42  U.S.C.  1395cc(a)(l)),  as 
amended  by  section  10207(e)(6)(A)  of  this 
subtitle,  is  amended— 

(A)  by  striking  "and"  at  the  end  of  sub- 
paragraph (J), 


(B)  by  striking  the  period  at  the  end  of 
subparagraph  (K)  and  inserting  ",  and",  and 

(C)  by  Inserting  after  subparagraph  (K) 
the  following  new  subparagraph: 

"(L)  in  the  case  of  hospitals,  to  provide  to 
each  individual  who  is  entitled  to  benefits 
under  part  A  (or  to  a  legally  responsible 
person  or  persons  acting  on  the  individual's 
behalf),  at  or  about  the  time  of  the  individ- 
ual's admission  as  an  inpatient  to  the  hospi- 
tal, a  written  statement  (containing  such 
language  as  the  Secretary  prescribes  con- 
sistent with  this  paragraph)  which  ex- 
plains— 

"(i)  the  individual's  rights  to  benefits  for 
inpatient  hospital  services  and  for  post-hos- 
pital services  under  this  title. 

"(ii)  the  circumstances  under  which  such 
an  individual  will  and  will  not  be  liable  for 
charges  for  continued  stay  in  the  hospital, 

"(iii)  the  individual's  right  to  appeal  deni- 
als of  benefits  for  continued  inpatient  hos- 
pital services,  including  the  practical  steps 
to  initiate  such  an  appeal,  and 

"(iv)  the  individual's  liabihty  for  payment 
for  services  if  such  a  denial  of  benefits  is 
upheld  on  appeal, 

and  which  provides  such  additional  informa- 
tion as  the  Secretary  may  specify." 

(2)  Effective  DA"rE.— The  Secretary  of 
Health  and  Human  Services  shall  first  pre- 
scribe the  language  required  under  section 
1866(a)(l)(L)  of  the  Social  Security  Act  not 
later  than  "six  months  after  the  date  of  the 
enactment  of  this  Act.  The  requirement  of 
such  section  shall  apply  to  admissions  to 
hospitals  occurring  on  such  date  (not  later 
than  60  days  after  the  date  such  language  is 
first  prescribed)  as  the  Secretary  shall  pro- 
vide. 

(c)  Requiring  Hospitals  To  Provide  Dis- 
charge Planning  Process.— 

(1)  Requirement  as  condition  of  partici- 
pation.—Section  1861(e)(6)  of  the  Social  Se- 
curity Act  (42  U.S.C.  1395x(e)(6))  is  amend- 
ed- 

(A)  by  inserting  "(A)"  after  "(6)",  and 

(B)  by  inserting  before  the  semicolon  at 
the  end  the  following:  "and  (B)  has  in  place 
a  discharge  planning  process  that  meets  the 
requirements  of  subsection  (ee)". 

(2)  Discharge  planning  process  defined.— 
Section  1861  of  such  Act  is  further  amended 
by  adding  at  the  end  the  following  new  sub- 
section: 

"Discharge  planning  process 

"(ee)(l)  A  discharge  planning  process  of  a 
hospital  shall  be  considered  sufficient  if  it  is 
applicable  to  services  furnished  by  the  hos- 
pital to  individuals  entitled  to  benefits 
under  this  title  and  if  it  meets  the  guide- 
lines and  standards  established  by  the  Sec- 
retary under  paragraph  (2). 

"(2)  The  Secretary  shall  develop  guide- 
lines and  standards  for  the  discharge  plan- 
ning process  in  order  to  ensure  a  timely  and 
smooth  transition  to  the  most  appropriate 
type  of  and  setting  for  post-hospital  or  re- 
habilitative care.  The  guidelines  and  stand- 
ards shall  include  the  following: 

■(A)  The  hospital  must  identify,  at  an 
early  stage  of  hospitalization,  those  patients 
who  are  likely  to  suffer  adverse  health  con- 
sequences upon  discharge  in  the  absence  of 
adequate  discharge  planning. 

""(B)  Hospitals  must  provide  a  discharge 
planning  evaluation  for  patients  identified 
under  subparagraph  (A)  and  for  other  pa- 
tients upon  the  request  of  the  patient,  pa- 
tients  representative,  or  patient's  physician. 

"(C)  Any  discharge  planning  evaluation 
must  be  made  on  a  timely  basis  to  ensure 
that  appropriate  arrangements  for  post-hos- 
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pital  care  will  be  mmde  before  discharge  and 
to  avoid  unnecessary  delays  In  discharge. 

"(D)  A  discharge  planning  evaluation 
must  Include  an  evaluation  of  a  patient's 
likely  need  for  appropriate  post-hospital 
services  and  the  availability  of  those  serv- 
ices. 

"(E)  The  discharge  planning  evaluation 
must  be  included  in  the  patient's  medical 
record  for  use  in  establishing  an  appropriate 
discharge  plan  and  the  results  of  the  evalua- 
tion must  be  discussed  with  the  patient  (or 
the  patient's  representative). 

"(F)  Upon  the  request  of  a  patient's  physi- 
cian, the  hospital  must  arrange  for  the  de- 
velopment and  Initial  implementation  of  a 
discharge  plan  for  the  patient 

"(G)  Any  discharge  planning  evaluation 
or  discharge  plan  required  under  this  para- 
graph must  be  developed  by.  or  under  the 
supervision  of.  a  registered  professional 
nurse,  social  worker,  or  other  appropriately 
qualified  personnel." 

(3)  ErPBCT  OP  ACCRXorrATiON.— The  second 
sentence  of  section  1865(a)  of  such  Act  (42 
U.S.C.  1395bb<a»  is  amended— 

(A)  by  inserting  ".  requires  a  discharge 
planning  process  (or  imposes  another  re- 
quirement which  serves  substantially  the 
same  purpose)."  after  "the  same  purpose)", 
and 

(B)  by  inserting  "clause  (A)  or  (B)  of" 
after  "comply  also  with". 

(4)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  hos- 
pitals as  of  one  year  after  the  date  of  the 
enactment  of  this  Act. 

(d)  Review  of  Standards  for  Medicare 
CoMSiTiONS  of  Participation  for  Assuring 
QuALiTT  OF  Inpatient  Hospital  Services.— 
The  Secretary  of  Health  and  Human  Serv- 
ices shall  arrange  for  a  study  of  the  adequa- 
cy of  the  standards  used  for  hospitals,  for 
purposes  of  meeting  the  conditions  of  par- 
ticipation under  title  XVIII  of  the  Social  Se- 
curity Act.  in  assuring  the  quality  of  serv- 
ices furnished  in  hospitals.  The  Secretary 
shall  report  to  Congress  on  the  results  of 
the  study  by  not  later  than  2  years  after  the 
date  of  the  enactment  of  this  Act. 

(e)  Study  of  Payment  for  Administra- 
rrvKLT  Necessary  Days.— 

(1)  In  genehai..— The  Secretary  of  Health 
and  Human  Services  shall  conduct  a  study 
to  determine  whether  a  payment  should  be 
made  (In  a  budget-neutral  manner  under 
title  XVIII  of  such  Act  to  hospitals  receiv- 
ing payments  under  section  1886(d)  of  such 
Act)  to  a  hospital  for  administratively  nec- 
essary days,  separate  from  the  per-discharge 
and  outlier  payments  made  under  such  sec- 
tion. 

(2)  Administratively  necessary  days  oe- 
fxhed.— In  this  subsection,  an  "administra- 
tively necessary  day"  is  a  day  of  continued 
inpatient  hospital  stay,  for  an  individual  en- 
titled to  benefits  under  part  A  of  title  XVIII 
of  the  Social  Security  Act.  necessitated  by  a 
delay  in  obtaining  placement  for  the  indi- 
vidual in  a  stalled  nursing  facility. 

(3)  CONSIDEP^TIONS         IN        CONDUCTING 

study.— In  conducting  the  study,  the  Secre- 
tary shall  consider— 

(A)  the  need  for  such  a  payment  in  order 
to  minimize — 

(i)  the  disproportionate  financial  impact 
of  current  law  on  certain  hospitals  (or  hos- 
pitals in  certain  locations)  due  to  difficulties 
in  arranging  for  appropriate  |x>st-hospital 
care,  such  as  difficulties  resulting  from  a 
shortage  of  beds  in  skilled  nursing  facilities 
where  those  hospitals  are  located  and  from 
the  source  of  payment  for  such  care,  and 

(ii)  the  risk  of  inappropriate  discharge  to 
a  non-institutional  or  inappropriate  institu- 


tional setting  of  individuals  who  need  post- 
hospital  services  in  a  skilled  nursing  facility, 
and 

(B)  the  administrative  mechanisms  that 
can  be  used  to  prevent  inappropriate  pay- 
ments for  administratively  necessary  days. 

(4)  Report  on  study.— The  Secretary  shall 
report  to  Congress  on  the  results  of  the 
study  not  later  than  January  1. 1988. 

(f)  Continuing  of  Favorable  Presump- 
tion OF  Waiver  op  Liability  for  Skilled 
Nursing  Facilities.  Home  Health  Agen- 
cies. AND  Hospice  Programs.— 

(1)  In  general.— Section  1879  of  the  Social 
Security  Act  (42  U.S.C.  1395pp)  is  amended 
by  adding  at  the  end  the  following  new  sub- 
section: 

"(f)(1)(A)  A  skilled  nursing  facility  which 
meets  the  applicable  requirements  of  para- 
graphs (3)  and  (4)  shall  be  presumed  to 
meet  the  requirement  of  subsection  (a)(2) 
with  respect  to  denials  of  coverage  by 
reason  of  section  1862(a)(1)  or  (9). 

"(B)  A  home  health  agency  which  meets 
the  applicable  requirements  of  paragraphs 
(3)  and  (4)  shall  be  presumed  to  meet  the  re- 
quirement of  subsection  (a)(2)  with  respect 
to  denials  of  coverage  by  reason  of  section 
1862(a)(1)  or  (9). 

"(C)  A  hospice  program  which  meets  the 
applicable  requirements  of  paragraphs  (3) 
and  (4)  shall  be  presumed  to  meet  the  re- 
quirement of  subsection  (a)(2)  with  respect 
to  denials  of  coverage  by  reason  of  section 
1862(a)(1)  or  (9). 

"(2)  The  presumption  of  paragraph  (1) 
with  respect  to  specific  services  may  be  re- 
butted by  actual  or  imputed  luiowledge  of 
the  facts  described  in  subsection  (a)(2).  in- 
cluding any  of  the  following: 

"(A)  Notice  by  the  fiscal  intermediary  of 
the  fact  that  payment  may  not  be  made 
under  this  title  with  respect  to  the  services. 

"(B)  In  the  case  of  a  skilled  nursing  facili- 
ty, the  committee  or  group  responsible  for 
the  conduct  of  utilization  review  for  the  fa- 
cility has  informed  the  facility  that  pay- 
ment may  not  be  made  under  this  title  with 
respect  to  the  services. 

"(C)  It  is  clear  and  obvious  that  the  pro- 
vider should  have  known  at  the  time  the 
services  were  furnished  that  they  were  ex- 
cluded from  coverage. 

'(3)  The  requirements  of  this  paragraph 
are  as  follows: 

"(A)  The  facility,  agency,  or  program  com- 
plies with  requirements  of  the  Secretary 
under  this  title  respecting  timely  submittal 
of  bills  for  payment  and  medical  documen- 
tation. 

"(B)  The  facility,  agency,  or  program  has 
reasonable  procedures  to  notify  promptly 
each  patient  (and  the  patient's  physician) 
where  it  is  determined  that  a  patient  is 
being  or  will  be  furnished  items  or  services 
which  are  excluded  from  coverage  under 
this  title. 

'•(4)  The  requirement  of  this  paragraph  is 
that,  on  the  basis  of  bills  submitted  during 
the  previous  quarter,  the  rate  of  denial  of 
bills  by  reason  of  section  1862(a)(1)  or  (9) 
for- 

"(A)  a  skilled  nursing  facility  does  not 
exceed  5  percent,  computed  based  on  days 
of  post-hospital  extended  care  services 
biUed. 

"(B)  a  home  health  agency  does  not 
exceed  2.5  percent,  computed  based  on  visits 
for  home  health  services  billed,  or 

"(C)  a  hospice  program  does  not  exceed 
2.5  percent,  computed  based  on  visits  for 
hospice  care  billed. 

"(5)  The  Secretary  shall  report  annually 
to  Congress— 


"(A)  information  on  the  frequency  and 
distribution  (by  type  of  provider)  of  denials 
referred  to  in  paragraph  (4).  including— 

"(i)  the  reasons  for  such  denials, 

"(ii)  the  extent  to  which  payments  were 
nonetheless  made  because  of  this  section, 
and 

"(ill)  the  rate  of  reversals  of  such  denials, 
and 

"(B)  such  other  information  as  may  be  ap- 
propriate to  evaluate  the  appropriateness  of 
the  percentage  standards  established  under 
paragraph  (4). 

"(6)  In  this  subsection,  the  term  fiscal  in- 
termediary' means,  with  respect  to  a  skilled 
nursing  facility,  home  health  agency,  or 
hospice  program  an  agency  or  organization 
with  an  agreement  under  section  1816  with 
respect  to  the  facility,  agency,  or  program.". 

(2)  Repealing  duplicative  provisions.— 
Section  9205  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985.  and  sub- 
section (c)  of  section  9126  of  such  Act.  are 
repealed. 

(3)  Effective  date.— (A)  E}xcept  as  provid- 
ed in  subparagraph  (B).  the  amendments 
made  by  paragraphs  (1)  and  (2)  shall  apply 
to  services  furnished  on  or  after  the  date  of 
the  enactment  of  this  Act.  and  before  Octo- 
ber 1,  1989. 

(B)  The  amendments  made  by  paragraph 
(1)  shall  apply  to  hospice  care  furnished  (i) 
on  or  after  the  first  day  of  the  first  month 
that  begins  at  least  6  months  after  the  date 
of  the  enactment  of  this  Act  and  (ii)  ttefore 
October  1,  1989. 

(g)  Extension  of  Waiver  of  Liability 
Provisions  to  Certain  Coverage  Denials 
FOR  Home  Health  Services.— 

(1)  In  general.— Section  1879  of  the  Social 
Security  Act  (42  U.S.C.  1395pp).  as  amended 
by  subsection  (f ).  is  further  amended— 

(A)  in  subsection  (a)(1).  by  inserting  "or 
by  reason  of  a  coverage  denial  described  in 
subsection  (g)"  after  "section  1862(a)  (1)  or 
(9)"; 

(B)  in  the  first  sentence  of  subsection  (a), 
by  inserting  "and  as  though  the  coverage 
denial  described  in  subsection  (g)  had  not 
occurred"  before  the  period  at  the  end; 

(C)  in  the  third  sentence  of  subsection  (a), 
by  inserting  "or  by  reason  of  a  coverage 
denial  described  in  subsection  (g)"  after 
•section  1862(a)  (1)  or (9)"; 

(D)  in  subsection  (C),  by  inserting  "or  by 
reason  of  a  coverage  denial  described  in  sub- 
section (g)"  after  "section  1862(a)  (1)  or 
(9)"; 

(E)  in  subsection  (f)(1)(B)— 

(i)  by  inserting  "(i)"  after  "applicable  re- 
quirements", and 

(ii)  by  inserting  before  the  period  at  the 
end  the  following:  "or  (ii)  of  paragraphs  (3) 
and  (5)  shall  be  presumed  to  meet  the  re- 
quirement of  subsection  (a)(2)  with  respect 
to  any  coverage  denial  described  in  subsec- 
tion (g)"; 

(F)  in  subsection  (f  )— 

(i)  in  paragraph  (5),  by  striking  "para- 
graph (4)"  each  place  it  appears  and  insert- 
ing "paragraphs  (4)  and  (5)". 

(ii)  by  redesignating  paragraphs  (5)  and 
(6)  as  paragraph  (6)  and  (7).  respectively, 
and 

(ill)  by  inserting  after  paragraph  (4)  the 
following  new  paragraph: 

"(5)  The  requirement  of  this  paragraph  is 
that,  on  the  basis  of  bills  submitted  by  a 
home  health  agency  during  the  previous 
quarter,  the  rate  of  denial  of  bills  for  the 
agency  by  reason  of  a  coverage  denial  de- 
scribed in  subsection  (g)  does  not  exceed  2.5 
percent,  computed  based  on  visits  for  home 
health  services  billed.";  and 
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(0)  by  adding  at  the  end  the 
following  new  subsection: 

"(g)  The  coverage  denial  described  in  this 
subsection  is,  with  respect  to  the  provision 
of  home  health  services  to  an  individual,  a 
faUure  to  meet  the  requirements  of  section 
1814(a)(2)(C)  or  section  1835(a)(2KA)  in 
that  the  individual- 

"(1)  is  or  was  not  confined  to  his  home,  or 

"(2)  does  or  did  not  need  skilled  nursing 
care  on  an  intermittent  basis  or  physical, 
speech,  or  occupational  therapy." 

(2)  ErracnvK  date.— The  amendments 
made  by  paragraph  (1)  shall  apply  to  serv- 
ices furnished  on  or  after  the  first  day  of 
the  first  month  that  begins  more  than  90 
days  after  the  date  of  the  enactment  of  this 
Act;  except  that  the  amendments  made  by 
paragraphs  (IKE)  and  (l)(F)(iii)  shall  not 
apply  to  services  furnished  on  or  after  Octo- 
ber 1, 1989. 

(h)  DEVfXOPBCENT  OF  UNIFORH  NEEDS  AS- 
SESSMENT Instrument.— 

(1)  Development.— The  Secretary  of 
Health  and  Human  Services  shall  develop  a 
uniform  needs  assessment  instrument  that— 

(A)  evaluates— 

(i)  the  functional  capacity  of  an  individ- 
ual, 

(ii)  the  nursing  and  other  care  require- 
ments of  the  individual  to  meet  health  care 
needs  and  to  assist  with  functional  incapaci- 
ties, and 

(iii)  the  social  and  familial  resources  avail- 
able to  the  individual  to  meet  those  require- 
ments; and 

(B)  can  be  used  by  discharge  planners, 
hospitals,  nursing  facilities,  other  health 
care  providers,  and  fiscal  intermediaries  in 
evaluating  an  individual's  need  for  post-hos- 
pital extended  care  services,  home  health 
services,  and  long-term  care  services  of  a 
health-related  or  supportive  nature. 

The  Secretary  may  develop  more  than  one 
such  instrument  for  use  in  different  situa- 
tions. 

(2)  Advisory  panel.— The  Secretary  shall 
develop  any  instrument  in  consultation  with 
an  advisory  panel,  appointed  by  the  Secre- 
tary, that  includes  experts  in  the  delivery  of 
post-hospital  extended  care  services,  home 
health  services,  and  long-term  care  services 
and  includes  representatives  of  hospitals,  of 
physicians,  of  siulled  nursing  facilities,  of 
home  health  agencies,  of  long-term  care 
providers,  of  fiscal  intermediaries,  and  of 
medicare  beneficiaries. 

(3)  Report  on  instrument.— The  Secre- 
tary shall  report  to  Congress,  not  later  than 
I  year  after  the  date  of  the  enactment  of 
this  Act.  on  the  instrument  or  instruments 
developed  under  this  section.  The  report 
shall  include  an  evaluation  of  the  advan- 
tages and  disadvantages  of  using  the  instru- 
ment or  instruments  as  the  basis  for  deter- 
mining whether  payment  should  be  made 
for  post-hospital  extended  care  services  and 
home  health  services  provided  to  individuals 
entitled  to  benefits  under  part  A  of  title 
XVIII  of  the  Social  Security  Act. 

(i)  Expedited  Review  by  Pascal  Interme- 
diaries.— 

(1)  In  general.— Section  1879  of  the  Social 
Security  Act  (42  U.S.C.  1395pp),  as  amended 
by  subsections  (f )  and  (g),  is  further  amend- 
ed by  adding  at  the  end  the  foUowing  new 
subsection: 

"(h)  The  Secretary  shall  develop  proce- 
dures to  expedite  the  determination  of 
whether  initial  claims  submitted  for  post- 
hospital  extended  care  services,  home 
health  services,  and  hospice  care  provided 
(or  to  be  provided)  to  an  individual  may  be 
reimbursed  under  this  title,  so  as  to  mini- 


mize the  time  between  (1)  when  the  provid- 
er first  provides  the  services  to  the  individ- 
ual, and  (2)  when  the  provider  first  receives 
notice  of  an  initial  determination  on  wheth- 
er or  not  payment  may  be  made  under  this 
title  for  some  or  all  of  the  services  provided 
the  individual." 

(2)  ErracTivE  date.— The  Secretary  of 
Health  and  Human  Services  shall  provide 
for  the  expedited  procedures  described  in 
section  1879(h)  of  the  Social  Security  Act 
not  later  than  one  year  after  the  date  of  the 
enactment  of  this  Act. 

(J)  Including  in  Annual  Reports  on  Pro- 
spective Payment  System  Information  on 
Quality  op  Post-Hospital  Care.— 

(1)  In  general.— Section  603(a)(2)  of  the 
Social  Security  Amendments  of  1983  is 
amended— 

(A)  by  striking  "1987"  in  subparagraph 
(A)  and  inserting  "1989".  and 

(B)  by  adding  at  the  end  the  following 
new  subparagraph: 

"(E)  In  each  annual  report  to  Congress 
under  subparagraph  (A),  the  Secretary  shall 
include— 

"(i)  an  evaluation  of  the  adequacy  of  the 
procedures  for  assuring  quality  of  post-hos- 
pital services  furnished  under  title  XVIII  of 
the  Social  Security  Act, 

"(ii)  an  assessment  of  problems  that  have 
prevented  groups  of  medicare  beneficiaries 
(including  those  eligible  for  medical  assist- 
ance under  title  XIX  of  such  Act)  from  re- 
ceiving appropriate  post-hospital  services 
covered  under  such  title,  and 

"(iii)  information  on  reconsiderations  and 
appeals  taken  under  title  XVIII  of  such  Act 
with  respect  to  payment  for  post-hospital 
services.". 

(2)  Effective  date.— The  amendment 
made  by  paragraph  (1)(B)  shall  apply  to  re- 
ports for  years  beginning  with  1986. 

(k)  Prior  Authorization  Demonstration 
Project.— 

(1)  In  general.— The  Secretary  of  Health 
and  Human  Services  shall  conduct  a  demon- 
stration program  concerning  prior  authori- 
zation for  post-hospital  extended  care  serv- 
ices and  home  health  services  furnished 
under  part  A  of  title  XVIII  of  the  Social  Se- 
curity Act. 

(2)  Scope.— The  program  shall  include  at 
least  four  projects  and  shall  be  implemented 
by  not  later  than  July  1, 1987. 

(3)  Consultation.— The  program  shall  be 
developed  in  consultation  with  an  advisory 
panel  that  includes  experts  in  the  delivery 
of  post-hospital  extended  care  services, 
home  health  services,  and  long-term  care 
services  and  includes  representatives  of  hos- 
pitals, of  physicians,  of  skilled  nursing  fa- 
cilities, of  home  health  agencies,  of  long- 
term  care  providers,  of  fiscal  intermediaries, 
and  of  medicare  beneficiaries. 

(4)  Evaluation  and  report.— The  Secre- 
tary shall  evaluate  the  demonstration  pro- 
gram conducted  under  this  subsection  and 
shall  report  to  Congress  on  such  evaluation 
no  later  than  January  1.  1989.  Such  evalua- 
tion and  report  shall  address— 

(A)  the  administrative  and  program  costs 
for  prior  authorization  across  demonstra- 
tion projects  and  in  comparison  to  adminis- 
trative and  program  costs  under  the  current 
system  of  retroactive  review,  including  costs 
for  uncovered  services  paid  under  the  waiver 
of  liability  which  'would  not  be  incurred 
under  prior  authorization; 

(B)  impact  of  prior  authorization  on 
access  to  and  availability  of  extended  care 
services  and  home  health  services  in  com- 
parison to  the  current  system  (including 
costs  to  providers)  and  on  timely  discharge 
of  hospital  inpatients;  and 


(C)  accuracy  and  associated  cost  savings  of 
payment  determinations  and  rates  of  claim 
reversals  under  prior  authorization  versus 
the  current  system. 

(5)  Pundinc.— Expenditures  made  for  the 
demonstration  program  shall  be  made  from 
the  Federal  Hospital  Insurance  Trust  Fund 
under  section  1817  of  the  Social  Security 
Act.  Grants  and  payments  under  contracts 
may  be  made  either  in  advance  or  by  way  of 
reimbursement,  as  may  be  determined  by 
the  Secretary,  and  shall  be  made  in  such  in- 
stallments and  on  such  conditions  as  the 
Secretary  finds  necessary  to  carry  out  the 
purpose  of  this  subsection. 

(6)  Waiver  of  medicare  requirements.— 
The  Secretary  shall  waive  compliance  with 
such  requiremente  of  title  XVIII  of  the 
Social  Security  Act  to  the  extent  and  for 
the  period  the  Secretary  finds  necessary  for 
the  conduct  of  the  demonstration  program. 

SEC.  1020*.  OFF-BLDCET  TREATME.VT  OF  FEDERAL 
HOSPITAL  INSURANCE  TRLST  FUND  IN 
FISCAL  YEAR  1*87. 

(a)  Effective  in  Fiscal  Year  1987.— Sec- 
tion 710  of  the  Social  Security  Act  (as 
amended  by  section  261  of  Public  Law  99- 
177)  is  amended— 

(1)  by  amending  subsection  (b)  to  read  as 
follows: 

"(b)(1)  The  receipts  and  disbursements  of 
the  Federal  Hospital  Insurance  Trust  Fund 
and  the  taxes  imposed  under  sections 
1401(b).  3101(b),  and  3111(b)  of  the  Internal 
Revenue  Code  of  1954.  shall  not  be  included 
in  the  totals  of  the  budget  of  the  United 
States  Government  as  submitted  by  the 
President  or  of  the  congressional  budget 
and  shall  be  exempt  from  any  general 
budget  limitation  imposed  by  statute  on  ex- 
penditures and  net  lending  (budget  outlays) 
of  the  United  States  Government. 

"(2)  The  disbursements  of  the  Federal 
Supplementary  Medical  Insurance  Trust 
Fund  shall  be  treated  as  a  separate  major 
functional  category  in  the  budget  of  the 
United  States  Government  as  submitted  by 
the  P>resident  and  in  the  congressional 
budget,  and  the  receipts  of  such  Trust  Fund 
shall  be  set  forth  separately  in  such  budg- 
ets.", and 

(2)  in  subsection  (c).  by  striking  "or  the 
Federal  Disability  Insurance  Trust  Fund,  or 
for  payments  from  either"  and  inserting  ", 
the  Federal  Disability  Insurance  Trust 
Fund,  or  the  Federal  Hospital  Insurance 
Trust  Fund,  or  for  payments  from  any". 

(b)  Effective  Date.— The  amendments 
made  by  subsection  (a)  shall  apply  with  re- 
spect to  fiscal  years  beginning  after  Septem- 
ber 30.  1986.  and  ending  before  October  1. 
1992. 

SEC.  10207.  TECHNICAL  AMENDMENTS  AND  MISCEL- 
LANEOUS PROVISIONS  RELATING  TO 
PART  A. 

(a)  One- Year  Extension  of  Pass-Through 
FOR  Costs  of  c:!ertified  Registered  Nurse 
Anesthetists.— Section  2312(c)  of  the  Defi- 
cit Reduction  Act  of  1984  is  amended  by 
striking    "October   1.   1987"   and   inserting 

•October  1.  1988". 

(b)  4- Year  Designation  Period  for  Rural 
Referral  Centers.— If  the  Secretary  of 
Health  and  Human  Services  classifies  or  has 
classified  a  hospital  located  in  a  rural  area 
as  a  regional  referral  center  under  section 
1886(d)(5)(C)(i)  of  the  Social  Security  Act, 
the  Secretary  shall  not  terminate  or  change 
such  classification  before  the  end  of  the  4th 
cost  reporting  period  for  which  the  classifi- 
cation is  in  effect. 

(c)  Temporary  Waiver  of  Inpatient  Limi- 
tations FOR  THE  Connecticut  Hospice, 
Inc.— With  respect  to  the  Connecticut  Hos- 
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pice.  Inc..  for  hospice  care  provided  before 
October  1,  1988.  tlie  reference  in  section 
1861<ddM2)(A)(iii)  of  the  Social  Security  Act 
(42  U.S.C.  139Sx(dd)(2)(A)(iii))  to  "20  per- 
cent" is  deemed  a  reference  to  "50  percent". 

(d)  Massachusetts  Medicare  Repay- 
MEMT.— The  Secretary  of  Health  and  Human 
Services  shall  not,  on  or  after  the  date  of 
the  enactment  of  this  section  and  before 
January  1,  1988,  recoup  from,  or  otherwise 
reduce  payments  to.  hospitals  in  the  State 
of  Massachusetts  because  of  alleged  over- 
payments to  such  hospitals  under  part  A  of 
title  XVIII  of  the  Social  Security  Act  which 
occurred  during  the  period  of  the  State-wide 
hospital  reimbursement  demonstration 
project  conducted  in  that  State,  between 
October  1,  1982,  and  June  30,  1986,  under 
section  402  of  the  Social  Security  Amend- 
ments of  1967  and  section  222  of  the  Social 
Security  Amendments  of  1972. 

(e)  Part  A  COBRA  Technical  Correc- 
tions.— 

(1)  Clarification  or  indirect  medical 
education  costs  language.— (A)  Paragraph 
(2)<C)(i)  of  subsection  (d)  of  section  1886  of 
the  Social  Security  Act  (42  U.S.C.  1395ww) 
is  amended  by  striking  "(taking  into  ac- 
count, for  discharges  occurring  after  Sep- 
tember 30,  1986,  the  amendments  made  by 
section  9104(a)  of  the  Medicare  and  Medic- 
aid Budget  Reconciliation  Amendments  of 
1985)". 

(B)  Paragraph  (3)(A)  of  such  subsection  is 
amended  by  adding  at  the  end  the  follow- 
ing: "If  the  formula  under  paragraph  (5)(B) 
for  determining  payments  for  the  indirect 
costs  of  medical  education  is  changed  for 
any  fiscal  year,  the  Secretary  shall  readjust 
the  standardized  amounts  previously  deter- 
mined for  each  hospital  to  take  into  account 
the  changes  in  that  formula.". 

(C)  Clause  (ii)  of  paragraph  (3)(C)  of  such 
subsection  is  amended  to  read  as  follows: 

"(ii)  Reducing  for  savings  from  amend- 
ment TO  indirect  teaching  adjustment  for 

discharges   after   SEPTEMBER    30.    1986.— The 

Secretary  shall  further  reduce  each  of  the 
average  standardized  amounts  by  a  propor- 
tion equal  to  the  proportion  (estimated  by 
the  Secretary)  of  the  amount  of  payments 
under  this  subsection  based  on  DRG  pro- 
spective payment  amounts  which  is  the  dif- 
ference between— 

"(I)  the  sum  of  the  additional  payment 
amounts  under  paragraph  (5)(B)  (relating 
to  indirect  costs  of  medical  education)  if  the 
indirect  teaching  adjustment  factor  were 
equal  to  1.159r  (as  r'  is  defined  in  para- 
graph (5)(B)(ii».  and 

"(II)  that  sum  using  the  factor  specified  in 
paragraph  (5)(B)(ii)(II).". 

(D)(i)  Except  as  provided  in  clause  (ii),  the 
amendments  made  by  this  paragraph  apply 
to  discharges  occurring  on  or  after  October 
1,  1986. 

(ii)  The  amendments  made  by  this  para- 
graph shall  not  be  first  applied  to  dis- 
charges occurring  as  of  a  date  unless,  for 
discharges  occurring  on  that  date,  the 
amendments  made  by  section  9105(a)  of  the 
Consolidated  Omnibus  Budget  Reconcilia- 
tion Act  of  1985  (incorporating  the  amend- 
ments made  by  paragraph  (2)  of  this  subsec- 
tion) are  also  being  applied. 

(2)  Clarification  of  disproportionate 
share  language.— (A)  Paragraph  (2>(C)  of 
subsection  (d)  of  section  1886  of  the  Social 
Security  Act  (42  U.S.C.  1395ww),  as  amend- 
ed by  section  9105(b)  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985 
(in  this  section  referred  to  as  "COBRA")  is 
amended— 

(i)  by  adding  "and"  at  the  end  of  clause 
(U), 


(ii)  by  striking  ",  and"  at  the  end  of  clause 
(iii)  and  inserting  a  period,  and 
(iii)  by  striking  clause  (iv). 

(B)  Paragraph  (3)(C)  of  such  subsection  is 
amended  by  adding  at  the  end  the  follow- 
ing: 

"(iii)  Reducing  for  disproportionate 
share  payments.— The  Secretary  shall  fur- 
ther reduce  each  of  the  average  standard- 
ized amounts  by  reducing  the  standardized 
amount  for  each  hospital  (as  previously  de- 
termined without  regard  to  this  clause)  by  a 
proportion  equal  to  the  proportion  (estab- 
lished by  the  Secretary)  of  the  amount  of 
payments  under  this  subsection  based  on 
DRG  prospective  payment  amounts  which 
are  additional  payments  described  in  para- 
graph (5)(P)  (relating  to  disproportionate 
share  payments)  for  subsection  (d)  hospi- 
tals.". 

(C)  Paragraph  (5)(F)(vi)(I)  of  such  subsec- 
tion is  amended— 

(i)  by  striking  "supplementary"  and  in- 
serting "supplemental",  and 

(ii)  by  striking  "fiscal  year"  and  inserting 
"period". 

(D)  The  amendments  made  by  subpara- 
graph (C)  apply  to  discharges  occurring  on 
or  after  May  1,  1986,  and  the  amendments 
made  by  subparagraphs  (A)  and  (B)  apply  to 
discharges  occurring  on  or  after  October  1. 
1986. 

(3)  Clarification  that  all  medicare  par- 
ticipating hospitals  are  required  to  meet 
emergency  care  requirements.— Section 
1867(e)(3)  of  the  Social  Security  Act  (42 
U.S.C.  1395dd(e)(3)).  as  inserted  by  section 
9121(b)  of  COBRA,  is  amended  by  striking 
"and  has.  under  the  agreement,  obligated 
itself  to  comply  with  the  requirements  of 
this  section". 

(4)  Appropriate    annual    periods     for 

SKILLED  nursing  FACILITY  PROSPECTIVE  PAY- 
MENTS.—(A)  Section  1888(d)(1)  of  the  Social 
Security  Act  (42  U.S.C.  1395yy(d)(l)).  as 
added  by  section  9126(a)  of  COBRA,  is 
amended  by  striking  "fiscal  year"  each  place 
it  appears  and  inserting  "cost  reporting 
period". 

(B)  Section  1888(d)(4)  of  such  Act  is 
amended— 

(i)  in  the  first  sentence,  by  striking  "each 
fiscal  year"  and  inserting  "cost  reporting  pe- 
riods beginning  in  a  fiscal  year",  and 

(ii)  in  the  second  sentence,  by  striking 
"fiscal  year"  and  all  that  follows  up  to  the 
period  and  inserting  "cost  reporting  period 
no  later  than  30  days  before  the  beginning 
of  that  period". 

(C)  Section  9126(d)(1)  of  COBRA  is 
amended  by  striking  "fiscal  years"  and  in- 
serting "cost  reporting  periods". 

(D)  The  amendments  made  by  subpara- 
graphs (A)  and  (B)  apply  to  cost  reporting 
periods  beginning  on  or  after  October  1, 
1986. 

(5)  Treatment  of  certain  state  and  local 
campaign  workers  with  respect  to  the 
hospital  insurance  TAX.— (A)  Section 
3121(u)(2)(B)(ii)  of  the  Internal  Revenue 
Code  of  1954  is  amended— 

(i)  by  striking  "or"  at  the  end  of  subclause 
(III), 

(ii)  by  striking  the  period  at  the  end  of 
subclause  (IV)  and  inserting  ".  or",  and 

(iii)  by  adding  at  the  end  the  following: 

"(V)  by  an  election  official  or  election 
worker  if  the  remuneration  paid  in  a  calen- 
dar year  for  such  service  is  less  than  $100." 

(B)  Section  210(p)(2)  of  the  Social  Securi- 
ty Act  (42  U.S.C.  410(p)(2))  is  amended— 

(i)  by  striking  "or"  at  the  end  of  subpara- 
graph (C). 

(ii)  by  striking  the  period  at  the  end  of 
subparagraph  (D)  and  inserting  ",  or",  and 


(iii)  by  adding  at  the  end  the  following: 

"(E)  by  an  election  official  or  election 
worker  if  the  remuneration  paid  in  a  calen- 
dar year  for  such  service  is  less  than  $100.". 

(C)  The  amendments  made  by  this  para- 
graph shall  apply  to  services  performed 
after  March  31,  1986. 

(6)  Miscellaneous  provisions.— (A)  Para- 
graph (1)  of  section  1866(a)  of  the  Social  Se- 
curity Act  (42  U.S.C.  1395cc(a))  is  amend- 
ed- 

(i)  by  striking  the  "and"  Inserted  at  the 
end  of  subparagraph  (I)  by  section 
9122(a)(2)  of  COBRA. 

(ii)  by  striking  the  period  at  the  end  of 
subparagraph  (J)  and  inserting  ",  and",  and 

(iii)  by  redesignating  the  subparagraph  (I) 
inserted  by  section  9403(b)  of  COBRA  as 
subparagraph  (K)  and  transferring  and  in- 
serting such  subparagraph  after  subpara- 
graph (J). 

(B)  The  amendments  made  by  subpara- 
graph (A)  are  effective  as  if  they  had  been 
included  in  the  enactment  of  COBRA. 

(C)  Effective  on  the  date  of  the  enactment 
of  Public  Law  99-107,  in  applying  section 
5(a)  of  such  Act,  a  cost  reporting  period  be- 
ginning on  September  28,  29,  or  30  is 
deemed  to  begin  on  October  1  and  any  refer- 
ence to  September  30  is  deemed  a  reference 
to  September  27. 

PART  2— PROVISIONS  RELATING  TO  PARTS 
A  AND  B 

sec.  10221.  elimination  of  periodic  interim 
payment  system   (pip)   for   drc 
hospitals  and  prompt  payment 
for  medicare  providers. 
(a)  Elimination  of  PIP  for  PPS  Hospi- 
tals.— 

(1)  In  general.— Section  1815(a)  of  the 
Social  Security  Act  (42  U.S.C.  1395g(a))  is 
amended— 

(A)  by  inserting  "(1)"  after  "(a)",  and 

(B)  by  adding  at  the  end  the  following 
new  paragraph: 

"(2)(A)  Except  as  provided  in  subpara- 
graph (B).  the  Secretary  shall  provide  pay- 
ment under  this  part  for  inpatient  hospital 
service  furnished  by  a  subsection  (d)  hospi- 
tal (as  defined  in  section  1886(d)(1)(B).  and 
including  a  distinct  psychiatric  or  rehabili- 
tation unit  of  such  a  hospital)  only  on  the 
basis  of  actual  bills  submitted  by  the  hospi- 
tal and  not  on  a  periodic  interim  payment 
basis. 

"(B)  Subparagraph  (A)  shall  not  apply, 
and  the  Secretary  shall  permit  payment  on 
a  periodic  interim  payment  basis— 

"(i)  to  a  subsection  (d)  hospital  during  the 
period  it  is— 

"(I)  being  paid  additional  amounts  under 
section  1886(d)(5)(P)  (relating  to  dispropor- 
tionate share  payments),  or 

"(II)  a  sole  community  hospital  (as  de- 
fined in  section  1886(d)(5)(C)(ii));  and 

"(ii)  to  a  hospital  which  is  receiving  pay- 
ment under  a  State  hospital  reimbursement 
system  under  section  1814(b)(3)  or  1886(c). 
if  payment  on  a  periodic  interim  payment 
basis  is  an  integral  part  of  such  reimburse- 
ment system. 

"(C)  In  the  case  of  a  subsection  (d)  hospi- 
tal which  has  significant  cash  flow  problems 
resulting  from  operations  of  its  interme- 
diary or  from  unusual  circumstances  of  the 
hospital's  operation,  the  Secretary  shall 
make  available  appropriate  accelerated  pay- 
ments.". 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  be  effective 
with  respect  to  payments  for  discharges  oc- 
curring on  or  after  August  1, 1987. 
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(b)  Requiring  Timely  Paymemt  or  Prop- 
erly Submitted  Medicare  Claims  Uitder 
Part  A.— 

(1)  In  general.— Section  1816(c)  of  the 
Social  Security  Act  (42  U.S.C.  1395h(c))  is 
amended— 

(A)  by  Inserting  "(1)"  after  "(c)",  and 

(B)  by  adding  at  the  end  the  following 
new  paragraph; 

"(2)(A)  Each  agreement  under  this  section 
shall  provide  that,  in  cases  of  claims  for 
which  payment  under  this  part  is  not  made 
on  a  periodic  interim  payment  basis  under 
section  1815(a)— 

"(I)  if  payment  is  not  made  on  or  before 
the  22nd  calendar  day  after  the  date  on 
which  a  clean  claim  is  received,  interest  on 
the  claim  shall  be  paid  at  the  rate  used  for 
purposes  of  section  3902(a)  of  title  31. 
United  States  Code  (relating  to  interest  pen- 
alties for  failure  to  make  prompt  payments) 
for  the  period  beginning  on  the  day  after 
the  required  payment  date  and  ending  on 
the  date  on  which  payment  is  made; 

"(ii)  the  agency  or  organization  shall 
notify  the  entity  submitting  the  claim, 
within  22  calendar  days  after  the  date  the 
claim  is  received,  of  any  defect,  impropriety, 
or  circumstance  that  prevents  the  claim 
from  being  treated  as  a  clean  claim; 

"(iii)  if  notice  required  under  clause  (ii)  is 
not  provided  on  a  timely  basis  with  respeci 
to  a  claim  and  payment  is  subsequently 
made  on  the  claim,  interest  on  the  amount 
determined  to  be  payable  shall  be  made  (at 
the  rate  described  in  clause  (i))  for  the 
period  beginning  on  the  day  after  the  re- 
quired notice  date  and  ending  on  the  date 
on  which  payment  is  made  or  the  date  the 
notice  is  provided,  whichever  date  is  earlier: 
and 

■(iv)  the  agency  or  organization  will  be  re- 
imbursed for  the  amount  of  interest  paid 
under  this  subparagraph  from  amounts 
made  available  for  Federal  administrative 
costs  to  carry  out  this  part  (other  than  such 
amounts  as  are  made  available  for  interme- 
diary agreements  under  this  section). 

"(B)  In  this  paragraph,  the  term  clean 
claim'  means  a  claim  that  has  no  defect  or 
impropriety  (including  any  lack  of  any  re- 
quired substantiating  documentation)  or 
particular  circumstance  requiring  special 
treatment  that  prevents  timely  payment 
from  being  made  on  the  claim  under  this 
part.". 

(2)  Effective  date.— The  amendments 
made  by  paragraph  ( 1 )  shall  apply  to  claims 
received  on  or  after  October  1,  1987. 

(c)  Prompt  Payment  for  Medicare  Physi- 
cians AND  Suppliers.— 

(1)  In  general.— Section  1842(c)  of  the 
Social  Security  Act  (42  U.S.C.  1395u(ci)  is 
amended— 

(A)  by  inserting  "(1)"  after  "(c)",  and 

(B)  by  adding  at  the  end  the  following 
new  paragraph: 

"(2)(A)  Each  contract  under  this  section 
which  provides  for  the  disbursement  of 
funds,  as  described  in  subsection  (a)(1)(B), 
shall  that,  in  cases  of  claims  for  which  pay- 
ment under  this  part  is  not  made  on  a  peri- 
odic interim  payment  basis  described  in  sec- 
tion 1815(a)— 

"(i)  if  payment  is  not  made  on  or  before 
the  22nd  calendar  day  (or  the  Uth  calendar 
day.  the  case  of  a  claim  for  services  fur- 
nished by  a  participating  physician  or  sup- 
plier) after  the  date  on  which  a  clean  claim 
is  received,  interest  on  the  claim  shall  be 
paid  at  the  rate  used  for  purposes  of  section 
3902(a)  of  title  31.  United  States  Code  (re- 
lating to  interest  penalties  for  failure  to 
make  prompt  payments)  for  the  period  be- 


ginning on  the  day  after  the  required  pay- 
ment date  and  ending  on  the  date  on  which 
payment  is  made; 

"(ii)  the  carrier  shall  notify  the  entity 
submitting  the  claim,  within  22  calendar 
days  (or  within  11  calendar  days,  in  the  case 
of  a  claim  for  services  furnished  by  a  par- 
ticipating physician  or  supplier)  after  the 
date  the  claim  is  received,  of  any  defect,  im- 
propriety, or  circumstance  that  prevents  the 
claim  from  being  treated  as  a  clean  claim; 

"(iii)  if  notice  required  under  clause  (ii)  is 
not  provided  on  a  timely  basis  with  respect 
to  a  claim  and  payment  is  subsequently 
made  on  the  claim,  interest  on  the  amount 
determined  to  be  payable  shall  be  made  (at 
the  rate  described  in  clause  (i))  for  the 
period  beginning  on  the  day  after  the  re- 
quired notice  date  and  ending  on  the  date 
on  which  payment  is  made  or  the  date  the 
notice  is  provided,  whichever  date  is  earlier; 
and 

"(iv)  the  carrier  will  be  reimbursed  for  the 
amount  of  interest  paid  under  this  subpara- 
graph from  amounts  made  available  for 
Federal  administrative  costs  to  carry  out 
this  part  (other  than  such  amounts  as  are 
made  available  for  carrier  contracts  under 
this  section). 

"(B)  In  this  paragraph,  the  term  clean 
claim'  means  a  claim  that  has  no  defect  or 
impropriety  (including  any  lack  of  any  re- 
quired substantiating  documentation)  or 
particular  circumstance  requiring  special 
treatment  that  prevents  timely  payment 
from  being  made  on  the  claim  under  this 
part. ". 

(2)  Effective  date.— The  amendments 
made  by  paragraph  ( 1 )  shall  apply  to  claims 
received  on  or  after  October  1,  1987. 

SEC.  10222.  health  .MAINTENANCE  ORGANIZA- 
TIONS AND  COMPETITIVE  MEDICAL 
PLANS. 

(a)  Repeal  of  "2  for  1 "  Conversion  Re- 
quirement FOR  Certain  Health  Mainte- 
nance Organizations.— Section  114(c)(2)  of 
the  Tax  Equity  and  Fiscal  Responsibility 
Act  of  1982  is  amended  by  adding  at  the  end 
the  following  new  subparagraph: 

"(E)  The  preceding  provisions  of  this 
paragraph  shall  not  apply  to  payments 
made  for  current,  nonrisk  medicare  enroU- 
ees  for  months  beginning  with  April  1987.". 

(b)  Requiring  the  Provision  of  an  Expla- 
nation OF  Enrollee  Rights.— 

(1)  In  general.— Subsection  (c)(3)  of  sec- 
tion 1876  of  the  Social  Security  Act  (42 
U.S.C.  1395mm)  is  amended  by  adding  at 
the  end  the  following  new  subparagraph: 

"(E)  Each  eligible  organization  shall  pro- 
vide each  enrollee,  at  the  time  of  enrollment 
and  not  less  frequently  than  annually  there- 
after, an  explanation  of  the  enroUee's  rights 
under  this  section,  including  an  explanation 
of- 

"(i)  the  enrollee's  rights  to  benefits  from 
the  organization, 

"(ii)  the  restrictions  on  payments  under 
this  title  for  services  furnished  other  than' 
by  or  through  the  organization, 

"(iii)  out-of-area  coverage  provided  by  the 
organization, 

"(iv)  the  organization's  coverage  of  emer- 
gency services  and  urgently  needed  care, 
and 

'(V)  appeal  rights  of  enrollees.". 

(2)  EStective  date.— The  amendment 
made  by  paragraph  (1)  shall  take  effect  on 
January  1,  1987,  and  shall  apply  to  enroll- 
ments effected  on  or  after  such  date. 

(c)  Restricting  Waiver  of  Requirement 
OF  50  Percent  Non-Medicare  Enrollment.— 

(1)  Restriction  on  new  waivers.— Para- 
graph (2)  of  subsection  (f )  of  such  section  is 


amended  by  striking  'if"  and  aU  that  fol- 
lows through  the  end  and  inserting  the  fol- 
lowing: 'if  more  than  50  percent  of  the  pop- 
ulation of  the  area  served  by  the  organiza- 
tion consists  of  individuals  who  are  entitled 
to  benefits  under  this  title  or  under  a  State 
plan  approved  under  title  XIX. ". 

(2)  Sanctions  for  noncompliance.— Such 
subsection  is  further  amended  by  adding  at 
the  end  the  following  new  paragraph: 

"(3)  If  the  Secretary  determines  that  an 
eligible  organization  has  failed  to  comply 
with  the  requirements  of  this  subsection, 
the  Secretary  may  provide  for  the  suspen- 
sion of  enrollment  of  individuals  under  this 
section  with  the  organization  after  the  date 
the  Secretary  notifies  the  organization  of 
such  noncompliance.". 

(3)  Effective  dates.— 

(A)  New  restriction.— The  amendment 
made  by  paragraph  ( 1 )  shall  apply  to  modi- 
fications and  waivers  granted  after  the  date 
of  the  enactment  of  this  Act. 

(B)  Sanctions  for  noncompliance.— The 
amendment  made  by  paragraph  (2)  shall 
take  effect  on  the  date  of  the  enactment  of 
this  Act. 

(C)  Treatment  of  current  waivers.— In 
the  case  of  an  eligible  organization  de- 
scribed in  subparagraph  (D),  the  organiza- 
tion shall  make,  and  continue  to  make,  rea- 
sonable efforts  to  meet  scheduled  enroll- 
ment goals,  consistent  with  a  schedule  of 
compliance  approved  by  the  Secretary  of 
Health  and  Human  Services.  If  the  Secre- 
tary determines  that  the  organization— 

(i)  has  complied,  or  made  significant 
progress  towards  compliance,  with  such 
schedule  of  compliance,  the  Secretary  may 
extend  such  waiver,  or 

(ii)  has  not  complied  with  such  schedule, 
the  Secretary  may  provide  for  the  suspen- 
sion of  enrollment,  under  section  1876  of 
the  Social  Security  Act.  of  individuals  with 
the  organization  after  the  date  the  Secre- 
tary notifies  the  organization  of  such  non- 
compliance. 

(D)  Organization  covered.— An  eligible 
organization  described  in  this  subparagraph 
is  an  eligible  organization  that— 

(i)  as  of  the  date  of  the  enactment  of  this 
Act.  has  been  granted,  under  paragraph  (2) 
of  section  1876(f)  of  the  Social  Security  Act. 
a  modification  or  waiver  of  the  requirement 
imposed  by  paragraph  (1)  of  that  section, 
but 

(ii)  does  not  meet  the  requirement  for 
such  modification  or  waiver  under  the 
amendment  made  by  paragraph  (1)  of  this 
subsection, 

and  includes  a  successor  to  such  an  organi- 
zation. 

(d)  Requiring  Prompt  Payment  of 
Claims.— 

(1)  In  general.— Subsection  (g)  of  such 
section  is  amended  by  adding  at  the  end  the 
following  new  paragraph: 

"(6)(A)  A  risk-sharing  contract  under  this 
section  shall  require  the  eligible  organiza- 
tion to  provide  prompt  payment  (consistent 
with  the  provisions  of  sections  1816(c)(2) 
and  1842(c)(2))  of  claims  submitted  for  cov- 
ered services  and  supplies  furnished  to  indi- 
viduals enrolled  under  this  section,  if  the 
services  or  supplies  are  not  furnished  under 
a  contract  between  the  organization  and  the 
provider  or  supplier. 

"(B)  In  the  case  of  an  eligible  organization 
which  the  Secretary  determines,  after 
notice  and  opportunity  for  a  hearing,  has 
failed  to  make  payments  of  amounts  in  com- 
pliance with  subparagraph  (A),  the  Secre- 
tary may  provide  for  direct  payment  of  the 
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amounts  owed  to  providers  and  suppliers  for 
such  covered  services  furnished  to  individ- 
uals enroUed  under  this  section  under  the 
contract.  If  the  Secretary  provides  for  such 
direct  payments,  the  Secretary  shall  provide 
for  an  ^propriate  reduction  in  the  amount 
of  payments  otherwise  made  to  the  organi- 
sation under  this  section  to  reflect  the 
amount  of  the  Secretary's  payments  (and 
costs  incurred  by  the  Secretary  in  making 
such  payments).". 

(2)  EmcnvK  date.— The  amendment 
nuule  by  paragraph  (1)  shall  apply  to  risk- 
sharing  contracts  under  section  1876  of  the 
Social  Seciirlty  Act  with  respect  to  services 
furnished  on  or  after  July  1. 1987. 

(e)  Requiring  Access  to  Financial 
ricoros  and  dlsclosxtrc  of  internal 
Loans.— 

(1)  In  general.— Subsection  (i)(3)<C)  of 
such  section  is  amended— 

(A)  by  striking  "and"  at  the  end. 

(B)  by  inserting  "(i)"  after  "(C)".  and 

(C)  by  adding  at  the  end  the  following 
new  clauses: 

"(ii)  shall  require  the  organization  to  pro- 
vide and  supply  information  (described  in 
section  1866(b)(2)(CKii))  in  the  manner 
such  information  is  required  to  be  provided 
or  supplied  under  that  section; 

"(iii)  shall  require  the  organization  to 
notify  the  Secretary  of  loans  and  other  spe- 
cial financial  arrangements  which  are  made 
between  the  organization  and  subcontrac- 
tors, affiliates,  and  related  parties:  and". 

(2)  ETFEcnvE  DATE.— The  amendments 
made  by  paragraph  (1)  shall  apply  to  con- 
tracts as  of  January  1,  1987. 

(f)  AuTHORrrY  To  Impose  Civil  Money 
Penalties.— Subsection  (i)  of  such  section  is 
amended  by  adding  at  the  end  the  following 
new  paragraph: 

"(6)(A)  Any  eligible  organization  with  a 
risk -sharing  contract  under  this  section  that 
fails  substantially  to  provide  medically  nec- 
essary items  and  services  that  are  required 
(under  law  or  such  contract)  to  be  provided 
to  individuals  covered  under  such  contract, 
if  the  failure  has  adversely  affected  (or  has 
a  substantial  likelihood  of  adversely  affect- 
ing) these  individuals,  is  subject  to  a  civil 
money  penalty  of  not  more  than  $2,000  for 
each  such  failure. 

"(B)  The  provisions  of  section  1128A 
(other  than  subsection  (a))  shall  apply  to  a 
civil  money  penalty  under  subparagraph  (A) 
in  the  same  manner  as  they  apply  to  a  civil 
money  penalty  under  that  section.". 

(g)  Study  of  AAPCC  and  ACR.— The  Sec- 
retary of  Health  and  Human  Services  shall 
provide,  through  contract  with  an  appropri- 
ate organization,  for  a  study  of  the  methods 
by  which— 

(1)  the  adjusted  average  per  capita  cost 
("AAPCC".  as  defined  in  section  1876(a)(4) 
of  the  Social  Security  Act)  can  be  refined  to 
more  accurately  reflect  the  average  cost  of 
providing  care  to  different  classes  of  pa- 
tients, and 

(2)  the  adjusted  community  rate  ("ACR". 
as  defined  in  section  1876(e)(3)  of  such  Act) 
can  be  refined. 

The  Secretary  shall  submit  to  Congress,  by 
not  later  than  January  1.  1988.  specific  leg- 
islative recommendations  concerning  meth- 
ods by  which  the  calculation  of  the  AAPCC 
and  the  ACR  can  be  refined, 
(h)  Allowing  Medicare  Beneficiaries  To 

DiSENROLL    AT    A     LOCAL    SOCIAL     SECURITY 

Office.- The  Secretary  of  Health  and 
Htmian  Services  shall  provide  that  individ- 
uals enrolled  with  an  eligible  organization 
under  section  1876  of  the  Social  Security 
Act  may  disenroll,  on  and  after  June  1.  1987. 


at  any  local  office  of  the  Social  Security  Ad- 
ministration. 

SEC.    10223.   PROVISIONS   RELATING  TO   IMPROVE- 
MENT OF  QL'ALITY  OF  CARE. 

(a)  Provider  Representation  of  Benefici- 
aries ON  Appeals  and  Permitting  Appeal  of 
CTertain  Technical  Denials.— 

(1)  Permitting  provider  representation 
OF  beneficiaries.— Section  1869(b)(1)  of  the 
Social  Security  Act  (42  U.S.C.  1395ff(b)(l)) 
is  amended  by  adding  at  the  end  the  follow- 
ing: "Sections  206(a),  1102,  and  1871  shall 
not  be  construed  as  authorizing  the  Secre- 
tary to  prohibit  an  individual  from  being 
represented  under  this  subsection  by  a 
person  that  furnishes  or  supplies  the  indi- 
vidual, directly  or  indirectly,  with  services 
or  items  solely  on  the  basis  that  the  person 
furnishes  or  supplies  the  individual  with 
such  a  service  or  item.  Such  a  person  cannot 
represent  a  beneficiary  with  respect  to  the 
issue  described  in  section  1879(a)(2)  unless 
the  person  has  waived  any  rights  for  pay- 
ment from  the  beneficiary  with  respect  to 
the  services  or  items  involved  in  the 
appeal.". 

(2)  Permitting  review  or  technical  deni- 
als.—Section  1869  of  such  Act  is  further 
amended— 

(A)  in  subsection  (a),  by  inserting  ".  the 
amount  of  benefits  with  respect  to  home 
health  services  under  part  B.  and  any  other 
determination  with  respect  to  a  claim  for 
benefiU  under  part  A"  after  "part  A,",  and 

(B)  in  subsection  (b)(1)— 

(i)  by  striking  "or"  at  the  end  of  subpara- 
graph (B), 

(ii)  by  inserting  ",  or"  at  the  end  of  sub- 
paragraph (C),  and 

(iii)  by  inserting  after  subparagraph  (C) 
the  following  new  subparagraph: 

■(D)  any  other  denial  (other  than  under 
part  B  of  title  XI)  of  a  claim  for  benefits 
under  part  A  or  a  claim  for  benefits  with  re- 
spect to  home  health  ser\'ices  under  part 
B,". 

(3)  Effective  date.— The  amendments 
made  by  this  subsection  take  effect  on  the 
date  of  the  enactment  of  this  Act. 

(b)  Prohibition  of  Certain  Physician  In- 
centive Plans.— 

(1)  Making  certain  plans  subject  to  civil 
monetary  penalties.— Section  1128 A  of  the 
Social  Security  Act  (42  U.S.C.  1320a-7a)  is 
amended— 

(A)  by  striking  "subsection  (a)"  each  place 
it  appears  and  inserting  "subsection  (a)  or 
(b)", 

(B)  in  subsection  (aMl).  by  striking 
"(h)(1)"  and  "(h)(2)"  and  inserting  "(i)(l)" 
and  "(i)(2)".  respectively. 

(C)  in  subsection  (f),  by  striking  "subsec- 
tion (d)"  and  inserting  "subsection  (e)",- 

(D)  by  redesignating  subsections  (b) 
through  (h)  as  subsections  (c)  through  (i), 
respectively,  and 

(E)  by  inserting  after  subsection  (a)  the 
following  new  subsection: 

"(b)(1)  If  a  hospital  or  an  eligible  organi- 
zation with  a  risk-sharing  contract  imder 
section  1876  knowingly  makes  a  payment, 
directly  or  indirectly,  to  a  physician  as  an 
inducement  to  reduce  or  limit  services  pro- 
vided with  respect  to  individuals  who— 

"(A)  are  entitled  to  benefits  under  part  A 
or  part  B  of  title  XVIII. 

"(B)  in  the  case  of  an  eligible  organiza- 
tion, are  enrolled  with  the  organization,  and 

"(C)  are  under  the  direct  care  of  the  phy- 
sician. 

the  hospital  or  organization  shall  be  sub- 
ject, in  addition  to  any  other  penalties  that 
may  be  prescribed  by  law.  to  a  civil  money 
penalty  of  not  more  than  $2,000  for  each 


such  individual  with  respect  to  whom  the  > 
payment  is  made. 

"(2)  Any  physician  who  knowingly  accepts 
receipt  of  a  payment  described  in  paragraph 
( 1 )  shall  be  subject,  in  addition  to  any  other 
penalties  that  may  be  prescribed  by  law,  to 
a  civil  money  penalty  of  not  more  than 
$2,000  for  individual  described  in  such  para- 
graph with  respect  to  whom  the  payment  is 
made." 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  apply  to— 

(A)  payments  by  hospitals  occurring  more 
than  6  months  after  the  date  of  the  enact- 
ment of  this  Act,  and 

(B)  payments  by  eligible  organizations  oc- 
curring on  or  after  January  1, 1988. 

(3)  Study.— The  Secretary  of  Health  and 
Human  Services  shall  report  to  Congress, 
not  later  than  April  1,  1987,  concerning  in- 
centive arrangements  offered  by  health 
maintenance  organizations  and  competitive 
medical  plans  to  physicians.  The  report 
shall- 

(A)  review  the  type  of  incentive  arrange- 
ments in  common  use. 

(B)  evaluate  their  potential  to  pressure 
improperly  physicians  to  reduce  or  limit 
services  in  a  medically  inappropriate 
manner,  and 

(C)  make  recommendations  concerning 
providing  for  an  exception,  to  the  prohibi- 
tion contained  in  section  1128A(b)  of  the 
Social  Security  Act.  for  incentive  arrange- 
ments that  may  be  used  by  such  organiza- 
tions and  plans  to  encourage  efficiency  in 
the  utilization  of  medical  and  other  services 
but  that  do  not  have  a  substantial  potential 
for  adverse  effect  on  quality. 

(d)  Study  To  Develop  a  Strategy  for 
Quality  Review  and  Assurance.— 

(1)  In  general.— The  Secretary  of  Health 
and  Human  Services  shall  arrange  for  a 
study  to  serve  as  the  basis  for  establishing  a 
strategy  for  reviewing  and  assuring  the 
quality  of  care  for  which  payment  may  be 
made  under  title  XVIII  of  the  Social  Securi- 
ty Act. 

(2)  Items  included  in  study.— Among 
other  Items,  the  study  shall— 

(A)  identify  the  appropriate  consider- 
ations which  should  be  used  in  defining 
"quality  of  care"; 

(B)  evaluate  the  relative  roles  of  struc- 
ture, process,  and  outcome  standards  in  as- 
suring quality  of  care; 

(C)  consider  whether  criteria  and  stand- 
ards for  defining  and  measuring  quality  of 
care  should  be  developed  and,  If  so,  how  this 
should  be  done; 

(D)  evaluate  the  adequacy  and  focus  of 
the  current  methods  for  measuring,  review- 
ing, and  assuring  quality  of  care; 

(E)  evaluate  the  current  research  on 
methodologies  for  measuring  quality  of 
care,  and  suggest  areas  of  research  needed 
for  further  progress; 

(F)  evaluate  the  adequacy  and  range  of 
methods  available  to  correct  or  prevent 
identified  problems  with  quality  of  care; 

(G)  review  mechanisms  available  for  co- 
ordinating and  supervising  at  the  national 
level  quality  review  and  assurance  activities; 
and 

(H)  develop  general  criteria  which  may  be 
used  In  establishing  priorities  In  the  alloca- 
tion of  funds  and  personnel  in  reviewing 
and  assuring  quality  of  care. 

(3)  Report.— The  Secretary  shall  submit 
to  Congress,  not  later  than  2  years  after  the 
date  of  the  enactment  of  this  Act,  a  report 
on  the  study.  Such  report  shall  address  the 
Items  described  in  paragraph  (2)  and  shall 
Include  recommendations  with  respect  to 
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strengthening  quality  assurance  and  review 
activities  for  services  furnished  under  the 
medicare  program. 

(4)  Arramouemts  for  study.— <A)  The 
Secretary  shall  request  the  National  Acade- 
my of  Sciences,  acting  through  appropriate 
units,  to  submit  an  application  to  conduct 
the  study  described  in  this  subsection.  If  the 
Academy  submits  an  acceptable  application, 
the  Secretary  shall  enter  into  an  appropri- 
ate arrangement  with  the  Academy  for  the 
conduct  of  the  study.  If  the  Academy  does 
not  submit  an  acceptable  application  to  con- 
duct the  study,  the  Secretary  may  request 
one  or  more  appropriate  nonprofit  private 
entities  to  submit  an  application  to  conduct 
the  study  and  may  enter  into  an  appropri- 
ate arrangement  for  the  conduct  of  the 
study  by  the  entity  which  submits  the  best 
acceptable  application. 

(B>  In  developing  plans  for  the  conduct  of 
the  study,  the  Secretary  shall  assure  that 
consumer  and  provider  groups,  peer  review 
organizations,  the  Joint  Commission  on  Ac- 
creditation of  Hospitals,  professional  soci- 
eties, and  private  purchasers  of  care  with 
experience  and  expertise  in  the  monitoring 
of  the  quality  of  care  are  consulted. 

SEC.  10224.  TECHNICAL  AMENDMENTS  AND  MISCEL- 
LANEOUS PROVISIONS  RELATING  TO 
PARTS  A  AND  B. 

(a)  Treatmzmt  of  Group  Purchasing 
Vendor  Agrkements.— 

(1)  In  general.— Section  1877(b)(3)  of  the 
Social  Security  Act  (42  U.S.C.  1395nn(b)(3)) 
is  amended— 

(A)  by  striking  "and"  at  the  end  of  sub- 
paragraph (A), 

(B)  by  striking  the  period  at  the  end  of 
subparagraph  (B)  and  inserting  ";  and",  and 

(C)  by  adding  at  the  end  the  following: 
"(C)  any  amount  paid  by  a  vendor  of 

goods  or  services  to  a  person  authorized  to 
act  as  a  purchasing  agent  for  a  group  of  pro- 
viders of  services  if — 

"(i)  the  person  has  a  written  contract, 
with  each  such  vendor  and  each  such  pro- 
vider of  services,  which  specifies  the  amount 
to  be  paid  the  person,  which  amount  may  be 
a  fixed  amount  or  a  fixed  percentage  (not  to 
exceed  3  percent)  of  the  value  of  the  pur- 
chases made  by  each  such  provider  under 
the  contract,  and 

"(ii)  the  person  discloses  to  each  such  pro- 
vider of  services  the  amount  received  from 
each  such  vendor  with  respect  to  purchases 
made  by  or  on  behalf  of  the  provider.". 

(2)  EFFECTIVE  DATE.— The  amendments 
made  by  paragraph  (1)  apply  to  payments 
made  before,  on,  or  after  the  date  of  the  en- 
actment of  this  Act. 

(b)  Extension  and  Clarification  of  Com- 
petitive Contracting  Authority.— Section 
2326(a)  of  the  Deficit  Reduction  Act  of  1984 
is  amended— 

(1)  by  striking  "of  the  fiscal  years  1985 
and  1986"  and  inserting  "fiscal  year  (begin- 
ning with  fiscal  year  1985  and  ending  with 
fiscal  year  1989)",  and 

(2)  by  inserting  "or  fixed  price"  after 
"competitive  bidding"  each  place  it  appears. 

(c)  COBRA  Technical  Corrections.— 

(1)  Correction    concerning    transition 

PERIOD  for  foreign  MEDICAL  GRADUATES  IN  DE- 
TERMINING   PAYMENTS    FOR    DIRECT    GRADUATE 

MEDICAL  EDUCATION  COSTS.— The  matter  in 
section  1886(h)(4)(E)(ii)  of  the  Social  Secu- 
rity Act  (42  U.S.C.  1395ww(h)(4)(E)(ii)), 
added  by  9202(a)  of  the  Consolidated  Omni- 
bus Budget  Reconciliation  Act  of  1985  (in 
this  section  referred  to  as  "COBRA"),  pre- 
ceding subclause  (I)  is  amended  by  inserting 
"but  before  July  1,  1987,"  after  "1986,". 

(2)  Announcement,  rather  than  pubuca- 
tion,  of  hmo  and  cmp  payment  rates.— (a) 


■nie  matter  in  section  1876(a)(1)(A)  of  the 
Social  Security  Act  (42  U.S.C. 
139Smm(a)(l)(A))  preceding  clause  (i),  as 
amended  by  section  9211(d)  of  COBRA,  is 
amended  by  striking  "publish"  and  inserting 
"announce  (in  a  manner  intended  to  provide 
notice  to  interested  parties)". 

(B)  The  amendment  made  by  subpara- 
graph (A)  shall  apply  to  determinations  of 
per  capita  payment  rates  for  1987  and  sub- 
sequent years. 

(3)  Penalties  for  billing  for  assistants 

AT  surgery  for  CERTAIN  CATARACT  OPER- 
ATIONS.—(A)  Section  1842(k)  of  the  Social 
Security  Act  (42  U.S.C.  1395u(k)),  added  by 
section  9307(c)  of  COBRA,  is  amended  by 
inserting  "presents  or  causes  to  be  present- 
ed a  claim  or"  after  "willfully"  each  place  it 
appears. 

(B)  The  amendment  made  by  subpara- 
graph (A)  shall  apply  to  claims  presented 
after  the  date  of  the  enactment  of  this  Act. 

(4)  Temporary  use  of  carrier  pre-pay- 

MENT  screening  AS  A  SUBSTITUTE  FOR  PRE-PRO- 

CEDURE  REVIEW.— For  purposes  of  section 
1862(a)(15)  of  the  Social  Security  Act  (42 
U.S.C.  1395y(a)(15)),  added  by  section 
9307(a)(3)  of  COBRA,  and  for  surgical  pro- 
cedures performed  during  the  period  begin- 
ning on  April  1,  1986,  and  ending  on  Decem- 
ber 15,  1986,  a  carrier  is  deemed  to  have  ap- 
proved the  use  of  an  assistant  in  a  surgical 
procedure,  before  the  surgery  is  performed, 
based  on  the  existence  of  a  complicating 
medical  condition  if  the  carrier  determines 
after  the  surgery  is  performed  that  the  u.se 
of  the  assistant  in  the  procedure  was  appro- 
priate based  on  the  existence  of  a  complicat- 
ing medical  condition  before  or  during  the 
surgery. 

(5)  Extension  of  continuation  period  of 
access:  medicare  demonstration  project.— 
Section  9221(a)  of  COBRA  is  amended  by 
striking  "September  30,  1986"  and  inserting 
"July  31, 1987". 

(6)  Miscellaneous  provisions.— (A)  Sec- 
tion 9127(b)  of  COBRA  is  amended  by  in- 
serting ",  except  that  the  Director  may  pro- 
vide initially  for  such  terms  as  will  insure 
that  (on  a  continuing  basis)  the  terms  of  no 
more  than  eight  members  will  expire  in  any 
one  year"  after  "years". 

(B)  Section  9202(j)  of  COBRA  is  amended 
by  inserting  "or  section  402  of  the  Social  Se- 
curity Amendments  of  1967"  after  "section 
1886(c)  of  the  Social  Security  Act". 

(C)  Section  1842(h)  of  the  Social  Security 
Act  (42  U.S.C.  1395u(h)).  as  amended  by  sec- 
tion 9301(c)  of  COBRA,  is  amended— 

(i)  in  paragraph  (5),  as  redesignated  by 
section  9301(c)(3)(D)  of  COBRA,  by  striking 
"such"  each  place  it  appears,  and 

(ii)  in  paragraph  (6),  as  so  redesignated, 
by  striking  "the  the"  and  inserting  "the". 

(D)  Section  9301(c)(5)  of  COBRA  is 
amended  by  striking  "1842(b)(7)"  and  in- 
serting "1842(h)(7)". 

(E)  Section  1842(b)(8)  of  the  Social  Secu- 
rity Act,  as  added  by  section  9304(a)  of 
COBRA,  is  amended— 

(i)  in  subparagraph  (A),  by  inserting  "by 
carriers  '  after  "to  be  used",  and 

(ii)  in  subparagraph  (B),  by  inserting  "by 
carriers"  after  "be  considered". 

(F)  The  amendments  made  by  this  para- 
graph are  effective  as  if  they  had  been  in- 
cluded in  the  enactment  of  COBRA. 

(d)  Limitation  on  Authority  To  Issue 
Pinal  Regulations  and  Instructions.— 

(1)  In  general.— Notwithstanding  any 
other  provision  of  law,  except  as  required  to 
implement  specific  provisions  required 
under  statute  and  except  as  may  be  permit- 
ted under  paragraph  (2)  with  respect  to  a 


regulation  described  in  that  paragraph,  the 
Secretary  of  Health  and  Human  Services  is 
not  authorized  to  issue  in  final  form  after 
the  date  of  the  enactment  of  this  Act  and 
before  September  15,  1987,  any  regulation, 
instruction,  or  other  policy  which  is  estimat- 
ed by  the  Secretary  to  result  in  a  net  reduc- 
tion in  expenditures  under  title  XVIII  of 
the  Social  Security  Act  in  fiscal  year  1988  of 
more  than  $50,000,000. 

(2)  Prohibition  of  issuance  of  final  reg- 
ulations ON  capital-related  costs  as  part 

of  payment  for  operating  costs  before  SEP- 
TEMBER 1,  1987.— Notwithstanding  any  other 
provision  of  law  (except  as  provided  in  para- 
graph (4)),  the  Secretary  of  Health  and 
Human  Services  may  not  issue,  in  final 
form,  after  September  1,  1986.  and  before 
September  1,  1987,  any  regulation  that 
chsmges  the  methodology  for  computing  the 
amount  of  payment  for  capital-related  costs 
(as  defined  in  paragraph  (4))  for  inpatient 
hospital  services  under  part  A  of  title  XVin 
of  the  Social  Security  Act.  Any  regulation 
published  in  violation  of  the  previous  sen- 
tence before  the  date  of  the  enactment  of 
this  Act  is  void  and  of  no  effect. 

(3)  Not  including  capital-related  regula- 
tions IN  BUDGET  baseune.— Any  reference  in 
law  to  a  regulation  issued  in  final  form  or 
proposed  by  the  Health  Care  Financing  Ad- 
ministration pursuant  to  sections 
1886(b)(3)(B).  1886(d)(3KA),  and  1886(e)<4) 
of  the  Social  Security  Act  shall  not  include 
any  regulation  issued  or  proposed  with  re- 
spect to  capital-related  costs  (as  defined  in 
paragraph  (5)). 

(4)  Exception.— Paragraph  (2)  shall  not 
apply  to  any  regulation  issued  for  the  sole 
purpose  of  implementing  the  amendments 
made  by  section  10203  (relating  to  limita- 
tion on  payments  for  capital-related  costs 
for  inpatient  hospital  services  of  DRG  hos- 
pitals under  medicare). 

(5)  Capital-related  costs  defined.— In 
this  subsection,  the  term  "capital-related 
costs"  means  those  capital-related  costs  that 
are  specifically  excluded,  under  the  second 
sentence  of  section  1886(a)(4)  of  the  Social 
Security  Act.  from  the  term  "operating 
costs  of  Inpatient  hospital  services"  <as  de- 
fined in  that  section)  for  cost  reporting  peri- 
ods beginning  prior  to  October  1,  1987. 

PART  3— PROVISIONS  RELATING  TO 
MEDICARE  PART  B 

SEC.  I0Z3I.  EXTENSION  OF  PREMIUM  PAYMENT 
PROVISION  THROUGH  I9«». 

Section  1839  of  the  Social  Security  Act  (42 
U.S.C.  1395r)  is  amended— 

(1)  in  subsection  (e),  by  striking  "1989" 
and  inserting  "1990"  each  place  it  appears: 

(2)  in  subsection  (f)(1),  by  striking  "or 
1987"  and  inserting  ".  1987,  or  1988";  and 

(3)  in  subsection  (f)(2),  by  striking  "or 
1988"  and  inserting  ",  1988.  or  1989". 

SEC.  10232.  payment  FOR  PHYSICIANS'  SERVICES. 
RESTRICTIONS  ON  REASONABLE 
CHARGE  LIMITATIONS.  AND  INCEN- 
TIVES FOR  PHYSICIAN  PARTICIPA- 
TION. 

(a)  Determination  of  Maximum  Allow- 
able Prevailing  Oiarges  for  Physicians' 
Services.— 

(1)  In  general.— Section  1842(b)(4)(A)  of 
the  Social  Security  Act  (42  UJS.C. 
1395u(b)(4)(A))  is  amended  by  striking 
clause  (iii)  and  inserting  the  following: 

"(iii)  In  determining  the  maximum  allow- 
able prevailing  charges  which  may  be  recog- 
nized consistent  with  the  index  descrit>ed  in 
the  fourth  sentence  of  paragraph  (3)  for 
physicians'  services  furnished  on  or  after 
January  1,  1987,  by  participating  and  non- 
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participating  physicians,  respectively,  the 
Secretary  shall  treat  the  maximum  allow- 
able prevailing  charges  recognized  as  of  De- 
cember 31,  1986,  under  such  sentence  with 
respect  to  participating  and  nonparticipat- 
Ing  physicians,  respectively,  as  having  been 
justified  by  economic  changes. 

"(iv)  Beginning  with  1987,  the  percentage 
increase  in  the  MEI  (as  defined  in  subpara- 
graph (EXii))  shall  be  the  same  for  nonpar- 
ticipating  physicians  as  for  participating 
physicians.". 

(2)  CONrORMING        AMENDMENT.— Section 

1842(bK4)(C)  of  such  Act  is  amended— 

(A)  by  striking  "(1)"  after  "(C)",  and 

(B)  by  striking  clause  (ii). 

(3)  Detinitions.— Section  1842(b)(4)  of 
such  Act  is  further  amended  by  adding  at 
the  end  the  following  new  subparagraph: 

"(E)  In  this  section: 

"(i)  The  term  -participating  physician' 
refers,  with  respect  to  the  furnishing  of 
services,  to  a  physician  who  at  the  time  of 
furnishing  the  services  is  a  participating 
physician  (under  subsection  (h)(1)),  and  the 
term  nonparticipating  physician'  refers, 
with  respect  to  the  furnishing  of  services,  a 
physician  who  at  the  time  of  furnishing  the 
services  is  not  a  participating  physician. 

•■(ii)  The  term  percentage  increase  in  the 
MEI'  means,  with  respect  to  physicians' 
services  furnished  in  a  year,  the  percentage 
increase  in  the  medicare  economic  index  (re- 
ferred to  in  the  fourth  sentence  of  para- 
graph (3))  applicable  to  such  services  fur- 
nished as  of  the  first  day  of  that  year. ". 

(4)  Eftective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  serv- 
ices furnished  on  or  after  January  1. 1987. 

(b)  1  Percent  Bonus  for  Participating 
PHYSiciANS.-Section  1842(b)(4)(A)(ii)  of 
such  Act  is  amended  by  adding  at  the  end 
the  following  new  subclause: 

■•(III)  In  applying  the  percentage  increase 
in  the  MEI  for  physicians'  services  fur- 
nished by  a  participating  physician  during 
each  year  after  1986,  the  Secretary  shall 
provide  a  bonus  of  1  percentage  point  in  the 
percentage  increase  otherwise  determined. 
Such  a  bonus  for  each  year  shall  apply  to 
physicians'  services  furnished  only  during 
the  year  and  not  in  the  calculation  of  pay- 
ments for  any  subsequent  year. ". 

(c)  Limit  on  Actual  Charges  for  Nonpar- 
ticipating Physicians.— 

(1)  In  general.— Section  1842(j)(l)  of  such 
Act  is  amended— 

(A)  by  inserting  "(A)"  after  ■■(j)(l) ".  and 

(B)  by  adding  at  the  end  the  following 
new  subparagraph: 

"(B)  During  any  period,  on  or  after  Janu- 
ary 1,  1987,  during  which  a  physician  is  a 
nonparticipating  physician,  the  Secretary 
shall  monitor  each  such  physician's  actual 
charges  for  physicians'  services  furnished  to 
individuals  enrolled  under  this  part.  If  such 
physician  knowingly  and  willfully  bills  for 
such  services  actual  charges  in  excess  of  the 
charges  permitted  under  subparagraph  (C), 
the  Secretary  may  apply  sanctions  against 
such  physician  in  accordance  with  para- 
graph (2). 

"(C)  For  physicians'  services  furnished  by 
a  physician  to  individuals  enrolled  under 
this  part— 

■'(i)  during  1987,  in  the  case  of  such  serv- 
ices for  which  the  physician— 

"(I)  has  actual  charges  for  the  calendar 
quarter  beginning  on  April  1,  1984,  the  limit 
is  the  physician's  actual  charges  for  such 
services  furnished  during  such  quarter  in- 
creased by  the  sum  of  the  percentage  in- 
crease in  the  MEI  (as  defined  in  subsection 
(b)(4)(E))  for  1987  and  1  percentage  point. 
or 


"(II)  has  no  actual  charges  for  such  calen- 
dar quarter,  the  limit  is  the  50th  percentile 
of  the  customary  charges  (weighted  by  fre- 
quency of  procedure)  for  the  procedure  per- 
formed by  nonparticipating  physicians  in 
the  locality  during  the  12-month  period 
ending  June  30,  1986,  increased  by  the  sum 
of  the  percentage  Increase  in  the  MEI  for 
1987  and  1  percentage  point:  and 

"(ii)  during  a  subsequent  year,  the  limit  is 
the  maximum  actual  charges  permitted 
under  this  subparagraph  for  the  previous 
year  increased  by  the  percentage  increase  in 
the  MEI  for  that  subsequent  year. ". 

(2)  Provision  of  AcrruAL  charge  informa- 
tion BY  CARRIER  to  NONPARTICIPATING  PHYSI- 
CIANS.—SeCtion  1842(b)(3)  of  such  Act  is 
amended— 

(A)  by  striking  "and"  at  the  end  of  sub- 
paragraph (E). 

(B)  by  inserting  "and"  at  the  end  of  sub- 
paragraph (F),  and 

(C)  by  inserting  after  subparagraph  (P) 
the  following  new  subparagraph: 

"(G)  will  provide  such  information  to  non- 
participating  physicians  as  is  available  to 
enable  the  physicians  to  determine  the  max- 
imum actual  charges  permitted  under  sub- 
section (j)(l)(C);". 

(3)  Conforming  amendment.— Section 
1842(b)(4)(D)  is  amended  by  adding  at  the 
end  the  following  new  clause: 

■■(iv)  In  determining  the  customary 
charges  for  physicians'  services  furnished 
on  or  after  January  1,  1988.  if  a  physician 
was  a  nonparticipating  physician  in  a  previ- 
ous year  (beginning  with  1987),  the  Secre- 
tary shall  not  recognize  any  amount  of  such 
charges  for  services  furnished  during  such 
previous  year  that  exceeds  the  limit  on 
actual  charges  imposed  under  subsection 
(j)(l)(C).". 

(4)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  serv 
ices  furnished  on  or  after  January  1,  1987. 

(d)  Prohibiting  Retroactive  Adjustment 
OF  Medicare  Economic  Index.— The  Secre- 
tary of  Health  and  Human  Services  is  not 
authorized  to  revise  the  economic  index  re- 
ferred to  in  the  fourth  sentence  of  section 
1842(b)(3)  of  the  Social  Security  Act  in  a 
manner  that  provides,  for  any  period  before 
January  1,  1985,  for  the  substitution  of  a 
rental  equivalence  or  rental  substitution 
factor  for  the  housing  component  of  the 
consumer  price  index. 

(e)  Restrictions  on  Reasonable  Charge 
Limitations.— 

(1)  In  general.— Section  1842(b)(8)  of  the 
Social  Security  Act  (42  U.S.C.  1395u(b)(8)) 
is  amended  by  adding  at  the  end  the  follow- 
ing: "In  the  case  of  items  and  services  other 
than  physicians'  services,  a  carrier  shall 
only  provide,  in  the  process  of  calculating 
the  prevailing  charge  for  sp>ecific  items  and 
services,  for  not  considering  charges  in  spe- 
cific instances  in  which  the  charges,  in  com- 
parison with  the  charges  for  similar  items 
and  services,  are  grossly  excessive  or  defi- 
cient. Nothing  in  this  paragraph  or  this  Act 
shall  be  construed  as  authorizing  the  Secre- 
tary, through  regulations,  guidelines,  in- 
structions, or  otherwise,  to  require  carriers 
to  reduce  payment  amounts  under  this  part 
for  specific  items  and  services  for  which  the 
Secretary  has  made  a  specific  determination 
that  the  payment  amounts  or  charges  are 
excessive.". 

(2)  Submission  of  recommendations  to 
CONGRESS.- The  Secretary  of  Health  and 
Human  Services,  after  consultation  with  the 
Physician  Payment  Review  Commission, 
shall  submit  to  Congress,  by  not  later  than 
April  1,  1987.  recommendations  concerning 


payment  reductions  under  part  B  of  title 
XVIII  of  the  Social  Security  Act  for  over- 
priced items  and  services.  Such  recommen- 
dations shall  include  the  specific  payment 
reductions  recommended  and  measures  to 
assure  that  such  reductions  in  payment  do 
not  result  in  corresponding  increases  in  out- 
of-pocket  costs  to  medicare  beneficiaries. 
(f)  Recruiting.— 

( 1 )  Carrier  responsibility.— Section 
1842(b)(3)  of  such  Act,  as  amended  by  sub- 
section (c)(2),  is  further  amended— 

(A)  by  striking  "and "  at  the  end  of  sub- 
paragraph (P), 

(B)  by  inserting  "and "  at  the  end  of  sub- 
paragraph (C),  and 

(C)  by  inserting  after  subparagraph  (G) 
the  following  new  subparagraph: 

"(H)  if  it  makes  determinations  or  pay- 
ments with  respect  to  physicians'  services, 
will  implement— 

"(i)  programs  to  recruit  and  retain  physi- 
cians as  participating  physicians  in  the  area 
served  by  the  carrier,  including  educational 
and  outreach  activities  and  the  use  of  pro- 
fessional relations  personnel  to  handle  bill- 
ing and  other  problems  relating  to  payment 
of  claims  of  participating  physicians;  and 

■■(ii)  programs  to  familiarize  beneficiaries 
with  the  participating  physician  program 
and  to  assist  such  beneficiaries  in  locating 
participating  physicians:". 

(2)  Measuring  carrier  perforbiance.— The 
Secretary  of  Health  and  Human  Services 
shall  provide,  in  the  standards  and  criteria 
established  under  section  1842(b)(2)  of  the 
Social  Security  Act  for  contracts  under  that 
section,  a  system  to  measure  a  carrier's  per- 
formance of  the  responsibilities  described  in 
sections  1842(b)(3)(H)  and  1842(h)  of  such 
Act. 

(3)  Carrier  bonuses  for  good  perform- 
ance.—Of  the  amounts  appropriated  for  ad- 
ministrative activities  to  carry  out  part  B  of 
title  XVIII  of  the  Social  Security  Act,  the 
Secretary  of  Health  and  Human  Services 
shall  provide  payments,  totaling  1  percent 
of  the  total  payments  to  carriers  for  claims 
processing  in  any  fiscal  year,  to  carriers 
under  section  1842  of  such  Act,  to  reward 
such  carriers  for  their  success  in  increasing 
the  proportion  of  physicians  in  the  carrier's 
service  area  who  are  participating  physi- 
cians. 

(4)  Effective  dates.— 

(A)  Carrier  responsibility.— The  amend- 
ment made  by  paragraph  (1)  shall  be  effec- 
tive for  contracts  under  section  1842  of  the 
Social  Security  Act  as  of  October  1,  1987. 

(B)  Performance  measures.— The  Secre- 
tary of  Health  and  Human  Services  shall 
provide  for  the  establishment  of  the  stand- 
ards and  criteria  required  under  paragraph 
(2)  by  not  later  than  October  1,  1987,  which 
shall  apply  to  contracts  as  of  October  1. 
1987. 

(C)  Carrier  bonuses.— From  the  amounts 
appropriated  for  each  fiscal  year  (beginning 
with  fiscal  year  1988),  the  Secretary  of 
Health  and  Human  Services  shall  first  pro- 
vide for  payments  of  bonuses  to  carriers 
under  paragraph  (3)  not  later  than  April  1, 
1988,  to  reflect  performance  of  carriers 
during  November  1987. 

(g)  Directories  of  Participating  Physi- 
cians.— 

(1)  Requiring  distribution  to  medicare 
beneficiaries.— Section  1842(h)(6)  of  the 
Social  Security  Act  (42  U.S.C.  1395u(h)(6)) 
is  amended— 

(A)  in  the  second  sentence— 

(i)  by  inserting  after  "that  area"  the  fol- 
lowing:  "and   to   each   individual   enrolled 
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under  this  part  and  residing  in  that  area", 
and 

(ii)  by  inserting  before  the  period  the  fol- 
lowing: "and  that  an  appropriate  number  of 
copies  of  each  such  directory  is  sent  to  hos- 
pitals located  in  the  area":  and 

(B)  by  adding  at  the  end  the  following: 
"Such  copies  shall  be  sent  free  of  charge.". 

(2)  Organization  of  directories.— Section 
1842(h)(4)  of  such  Act  is  amended  by  adding 
at  the  end  the  following:  "Each  participat- 
ing physician  directory  for  an  area  shall 
provide  an  alphabetical  listing  of  all  partici- 
pating physicians  practicing  in  the  area  and 
an  alphabetical  listing  by  locality  and  spe- 
cialty of  such  physicians.". 

(3)  Period  for  physician  enroixment.— 
Section  1842(h)(1)  of  such  Act  is  amended 
by  striking  "the  beginning  of  any  year  be- 
ginning with  1984"  and  inserting  "during 
the  month  of  November  before  a  year". 

(4)  Effective  dates.— 

(A)  DiSTRIBtlTION  AND  ORGANIZATION.— The 

amendment  made  by— 

(i)  paragraph  (l)(A)(i)  shall  first  apply  to 
directories  for  1988, 

(ii)  paragraph  (l)(A)(ii)  shall  first  apply  to 
directories  for  1987,  and 

(iii)  paragraph  (1)(B)  takes  effect  on  the 
date  of  the  enactment  of  this  Act. 

(B)  Enrolucent  period.— The  amendment 
made  by  paragraph  (3)  shall  apply  to  par- 
ticipation agreements  entered  into  for  1988 
and  subsequent  years. 

(h)  Prohibiting  Un assigned  Billing  of 
Services  Determined  To  Be  Medically  Un- 
necessary BY  A  Carrier.— 

(1)  In  general.— Section  1842  of  the  Social 
Security  Act  is  further  amended  by  adding 
at  the  end  the  following  new  subsection: 

■(1)(1)(A)  Subject  to  subparagraph  (C), 
if- 

"(i)  a  nonparticipating  physician  furnishes 
services  to  an  individual  enrolled  for  bene- 
fits under  this  part, 

"(ii)  payment  for  such  services  is  not  ac- 
cepted on  an  assignment-related  basis, 

"(iii)  a  carrier  determines  under  this  part 
or  a  peer  review  organization  determines 
under  part  B  of  title  XI  that  payment  may 
not  be  made  by  reason  of  section  1862(a)(1), 
and 

"(iv)    the    physician    has    collected    any 
amounts  for  such  services, 
the  physician  shall  refund  on  a  timely  basis 
to  the  individual  (and  shall  be  liable  to  the 
individual  for)  any  amounts  so  collected. 

"(B)  A  refund  under  subparagraph  (A)  is 
considered  to  be  on  a  timely  basis  only  if— 

"(i)  in  the  case  of  a  physician  who  does 
not  request  reconsideration  or  seek  appeal 
on  a  timely  basis,  the  refund  is  made  within 
30  days  after  the  date  the  physician  receives 
a  denial  notice  under  paragraph  (2).  or 

"(ii)  in  the  case  in  which  such  a  reconsid- 
eration or  appeal  is  taken,  the  refund  is 
made  within  15  days  after  the  date  the  phy- 
sician receives  notice  of  an  adverse  determi- 
nation on  reconsideration  or  appeal. 

"(C)  Subparagraph  (A)  shall  not  apply  to 
the  furnishing  of  a  service  by  a  physician  to 
an  individual  if— 

"(i)  the  physician  did  not  know  and  could 
not  reasonably  have  been  expected  to  know 
that  payment  may  not  be  made  for  the  serv- 
ice by  reason  of  section  1862(a)(1),  or 

"(ii)  before  the  service  was  provided,  the 
individual  was  informed  that  payment 
under  this  part  may  not  be  made  for  the 
specific  service  and  the  individual  has 
agreed  to  pay  for  that  service. 

"(2)  Each  carrier  with  a  Contract  in  effect 
under  this  section  with  respect  to  physicians 
and  each  peer  review  organization  with  a 


contract  under  part  B  of  title  XI  shall  send 
any  notice  of  denial  of  payment  for  physi- 
cians' services  based  on  section  1862(a)(1) 
and  for  which  payment  is  not  requested  on 
an  assignment-related  basis  to  the  physician 
and  the  individual  involved. 

"(3)  If  a  physician  knowingly  and  willfully 
fails  to  make  refunds  in  violation  of  para- 
graph (1)(A),  the  Secretary  may  apply  sanc- 
tions against  such  physician  in  accordance 
with  subsection  (j)(2).". 

(2)  Conforming  amendment.— Section 
1842(j)(2)  of  such  Act  is  amended  by  insert- 
ing "or  (1)"  after  "(k)". 

(3)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  serv- 
ices furnished  on  or  after  October  1,  1987. 

(1)  Maintenance  and  Use  of  Participating 
Physician  Directories  by  Hospitals.— 

(1)  Requirement  of  participation.— Sec- 
tion 1866(a)  of  the  Social  Security  Act,  as 
amended  by  sections  10207(e)(6)(A)  and 
10205(b)(1)  of  this  subtitle,  is  further 
amended— 

(A)  by'striking  "and"  at  the  end  of  sub- 
paragraph (K), 

(B)  by  strikmg  the  period  at  the  end  of 
subparagraph  (L)  and  inserting  ",  and",  and 

(C)  by  inserting  after  subparagraph  (L) 
the  following  new  subparagraph: 

"(M)  in  the  case  of  hospitals— 

"(i)  to  make  available  to  its  patients  the 
directory  or  directories  of  participating  phy- 
sicians (published  under  section  1842(h)(4)) 
for  the  area  served  by  the  hospital,  and 

"(ii)  if  hospital  personnel  (including  staff 
of  any  emergency  or  outpatient  depart- 
ment) refer  a  patient  to  a  nonparticipating 
physician  for  further  medical  care  on  an 
outpatient  basis,  the  personnel  must  inform 
the  patient  that  the  physician  is  a  nonparti- 
cipating physician  and,  whenever  practica- 
ble, must  identify  at  least  one  qualified  par- 
ticipating physician  who  is  listed  in  such  a 
directory  and  from  whom  the  patient  may 
receive  the  necessary  services.". 

(2)  Effective  date.— The  amendment 
made  by  paragraph  ( 1 )  shall  apply  to  agree- 
ments under  section  1866(a)  of  the  Social 
Security  Act  as  of  October  1,  1987. 

(j)    DiSCLOSITRE   OF    INFORMATION    OF    UNAS- 

siGNED  Claims  for  Certain  Physicians' 
Services.— 

( 1 )  In  general.— Section  1842  of  the  Social 
Security  Act,  as  amended  by  subsection 
(h)(1),  is  further  amended  by  adding  at  the 
end  the  following  new  subsection: 

■■(m)(l)  In  the  case  of  a  nonparticipating 
physician  who— 

"(A)  performs  an  elective  surgical  proce- 
dure for  an  individual  enrolled  for  benefits 
under  this  part  and  for  which  the  physi- 
cian's actual  charge  is  at  least  $500,  and 

"(B)  does  not  accept  payment  for  such 
procedure  on  an  assignment-related  basis, 
the  physician  must  disclose  to  the  individ- 
ual, in  writing  and  in  a  form  approved  by 
the  Secretary,  the  physician's  estimated 
actual  charge  for  the  procedure,  the  esti- 
mated approved  charge  under  this  part  for 
the  procedure,  and  the  excess  of  the  physi- 
cian's actual  charge  over  the  approved 
charge. 

••(2)  A  physician  who  fails  to  make  a  dis- 
closure required  under  paragraph  (1)  with 
respect  to  a  procedure  shall  refund  on  a 
timely  basis  to  the  individual  (and  shall  be 
liable  to  the  individual  for)  any  amounts 
collected  for  the  procedure  in  excess  of  the 
charges  recognized  and  approved  under  this 
part. 

"(3)  If  a  physician  knowingly  and  willfully 
fails  to  comply  with  paragraph  (2),  the  Sec- 
retary may  apply  sanctions  against  such 


physician   in   accordance   with   subsection 
(j)(2). 

"(4)  The  Secretary  shall  provide  for  Such 
monitoring  of  requests  for  payment  for  phy- 
sicians' services  to  which  paragraph  (1)  ap- 
plies as  is  necessary  to  assure  compliance 
with  paragraph  (2). ". 

(2)  Conforming  amendment.— Section 
1842(j)(2)  of  such  Act,  as  amended  by  sub- 
section (h)(2)  of  this  section,  is  amended  by 
striking  "or  (1)"  and  inserting  ",  (1),  or  (m)'. 

(3)  Effective  date.— The  amendments 
made  by  this  subsection  shall  apply  to  surgi- 
cal procedures  performed  on  or  after  Octo- 
ber 1,  1987. 

SEC.  10233.  PAYMENT  RATES  FOR  RENAL  SERVICES 
AND  IMPROVEMENTS  IN  ADMINISTRA- 
TION OF  END  STAGE  RENAL  DISEASE 
NETWORKS  AND  PROGRAM. 

(a)  Composite  Rates  for  Dialysis  Treat- 
ment.— 

(1)  In  general.— The  Secretary  of  Health 
and  Human  Services  may  provide  for  an  ad- 
justment of  the  composite  rates  established 
under  section  1881(b)(7)  of  the  Social  Secu- 
rity Act,  but  only  if  the  base  rate  for  rou- 
tine dialysis  treatment  in  a  free-standing  fa- 
cility is  not  less  than  $117.50,  and  only  if 
the  base  rate  for  routine  dialysis  treatment 
in  a  hospital-based  facility  is  not  less  than 
$121.50. 

(2)  Assuring  prompt  consideration  of  ex- 
ception requests.— Section  1881(b)(7)  of  the 
Social  Security  Act  (42  U.S.C.  1395rr(b)(7)) 
is  amended  by  inserting  after  the  third  sen- 
tence the  following  new  sentence:  "Each  ap- 
plication for  such  an  exception  for  a  sole  fa- 
cility located  in  an  isolated,  rural  area  shall 
be  deemed  to  be  approved  as  of  the  date  of 
its  filing  unless  the  Secretary  disapproves  it 
by  not  later  than  45  working  days  after  the 
date  the  application  is  filed.". 

(3)  Effective  date.— (A)  Paragraph  (1) 
shall  apply  to  dialysis  treatment  furnished 
on  or  after  October  1,  1986. 

(B)  The  amendment  made  by  paragraph 
(2)  shall  apply  to  applications  filed  on  or 
after  October  1,  1986. 

(b)  Payment  for  Physicians'  Services.- 
In  establishing  the  payment  rates,  under 
section  1881(b)(3)(B)  of  the  Social  Security 
Act,  for  physicians'  services  furnished  on  or 
after  August  1,  1986,  to  individuals  deter- 
mined to  have  end  stage  renal  disease,  the 
Secretary  of  Health  and  Human  Services 
shall  provide  for  an  adjustment  in  the 
home/facility  physician  treatment  capabil- 
ity ratio  (used  in  establishing  such  payment 
rates)  to  3.9  to  1  in  order  to  reduce  by  $14.81 
the  current  average  monthly  capitation  rate 
for  physicians'  services  to  outpatient  main- 
tenance dialysis  patients  (based  on  a  weight- 
ed average  by  State  ESRD  population). 

(c)  Report  on  Payment  Rates.— 

(1)  In  general.— The  Secretary  of  Health 
and  Human  Services  shall  provide  f  or— 

(A)  a  study  to  evaluate  the  effects  of  re- 
ductions in  the  rates  of  payment  for  facility 
and  physicians'  services  under  the  medicare 
program  for  patients  with  end  stage  renal 
disease  on  their  access  to  care  or  on  the 
quality  of  care,  and 

(B)  a  report  to  Congress  on  the  results  of 
the  study  by  not  later  than  January  1,  1988. 

(2)  Arrangements  with  institute  of  med- 
icine.—The  Secretary  shall  request  the  Na- 
tional Academy  of  Sciences,  acting  through 
appropriate  units,  to  submit  an  application 
to  conduct  the  study  described  in  paragraph 
(1).  If  the  Academy  submits  an  acceptable 
application,  the  Secretary  shall  enter  into 
an  appropriate  arrangement  with  the  Acad- 
emy for  the  conduct  of  the  study.  If  the 
Academy  does  not  submit  an  acceptable  ap- 
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plication  to  conduct  the  study,  the  Secre- 
tary may  request  one  or  more  appropriate 
nonprofit  private  entities  to  submit  an  ap- 
plication to  conduct  the  study  and  may 
enter  into  an  appropriate  arrangement  for 
the  conduct  of  the  study  by  the  entity 
which  submits  the  best  acceptable  applica- 
Uon. 
(d)  REORGAmzATioN  or  ESRD  Network 

AUAS  AHD  ORGAMIZATIONS.— 

(1)  In  gimrral.— Subparagraph  (A)  of  sub- 
section (cKl)  of  section  1S81  of  the  Social 
Security  Act  (42  U.S.C.  1395rr)  is  amended 
to  read  as  follows: 

"(AMI)  For  the  purpose  of  assuring  effec- 
tive and  efficient  administration  of  the  ben- 
efits provided  under  this  section,  the  Secre- 
tary shall,  in  accordance  with  such  criteria 
as  he  finds  necessary  to  assure  the  perform- 
ance of  the  responsibilities  and  functions 
specified  in  paragraph  (2)— 

"(I)  establish  at  least  17  end  stage  renal 
disease  network  areas,  and 

"(II)  for  each  such  area,  designate  a  net- 
work administrative  organization  which,  in 
accordance  with  regulations  of  the  Secre- 
tary, shall  establish  (aa)  a  network  council 
of  renal  dialysis  and  transplant  facilities  lo- 
cated in  the  area  and  (bb)  a  medical  review 
board,  which  has  a  membership  including  at 
least  one  patient  representative  and  physi- 
cians, nurses,  and  social  workers  engaged  in 
treatment  relating  to  end  stage  renal  dis- 
ease. 

The  Secretary  shall  publish  in  the  Federal 
Register  a  description  of  the  geographic 
area  that  he  determines,  after  consultation 
with  appropriate  professional  and  patient 
organizations,  constitutes  each  network  area 
and  the  criteria  on  the  basis  of  which  such 
determination  is  made. 

"(iiKI)  In  order  to  determine  whether  the 
Secretary  should  enter  into,  continue,  or 
terminate  an  agreement  with  a  network  ad- 
ministrative organization  designated  for  an 
area  established  under  clause  (i),  the  Secre- 
tary shall  develop  and  publish  in  the  Feder- 
al Register  standards,  criteria,  and  proce- 
dures to  evaluate  an  applicant  organiza- 
tion's capabilities  to  perform  (and,  in  the 
case  of  an  organization  with  which  such  an 
agreement  is  in  effect,  actual  performance 
of)  the  responsibilities  described  in  para- 
graph (2). 

"(II)  An  agreement  with  a  network  admin- 
istrative organization  may  be  terminated  by 
the  Secretary  only  if  he  finds,  after  apply- 
ing such  standards  and  criteria,  that  the  or- 
ganization has  failed  to  perform  its  pre- 
scribed responsibilities  effectively  and  effi- 
ciently. If  such  an  agreement  is  to  be  termi- 
nated, the  Secretary  shall  select  a  successor 
to  the  agreement  on  the  basis  of  competi- 
tive bidding  and  in  a  manner  that  provides 
an  orderly  touisition.". 

(2)  Deadune  for  establishing  new 
AREAS.— The  Secretary  of  Health  and 
Human  Services  shall  establish  end  stage 
renal  disease  network  areas,  pursuant  to  the 
amendment  made  by  paragraph  (1),  not 
later  than  January  1,  1987. 

(3)  Special  treatment  or  existing  net- 
work ORGANIZATIONS.— In  first  designating 
network  administrative  organizations  for 
areas  so  established,  the  Secretary  shall  des- 
ignate the  network  organization  (or  a  volun- 
tary combination  of  such  organizations)  in 
operation  on  the  date  of  the  enactment  of 
this  Act  as  the  network  administrative  orga- 
nization, unless  the  Secretary  determines 
that  such  organizations  do  not  meet  mini- 
mal standards  and  criteria  established  under 
section  1881(c)(l)(A)(ii)  of  the  Social  Securi- 
ty Act  (as  amended  by  paragraph  (1)). 


(e)  Patient  Representation  on  Councils 
AMD  Medical  Review  Boards.— Subpara- 
graph (B)  of  subsection  (c)(1)  of  section 
1881  of  the  Social  Security  Act  is  amended 
to  read  as  follows: 

"(B)  At  least  one  patient  representative 
shall  serve  as  a  member  of  each  network 
council  and  each  medical  review  board.". 

(f )  Responsibilities  of  Network  Organi- 
zations.—Subsection  (cK2)  of  section  1881 
of  such  Act  is  amended— 

(1)  in  subparagraph  (A),  by  inserting 
before  the  semicolon  the  following:  "and 
the  participation  of  patients,  providers  of 
services,  and  renal  disease  facilities  in  voca- 
tional rehabilitation  programs"; 

(2)  in  subparagraph  (B).  by  inserting 
before  the  first  semicolon  the  following: 
"and  with  respect  to  working  with  patients, 
facilities,  and  providers  in  encouraging  par- 
ticipation in  vocational  rehabilitation  pro- 
grams"; 

(3)  in  subparagraph  (D),  by  inserting 
before  the  semicolon  the  following:  "and  re- 
porting to  the  Secretary  on  facilities  and 
providers  that  are  not  providing  appropriate 
medical  care"; 

(4)  in  subparagraph  (E),  by  inserting  "and 
encouraging  participation  in  vocational  re- 
habilitation programs"  after  "self-care  set- 
tings and  transplantation";  and 

(5)  by  redesignating  subparagraphs  (D) 
and  (E)  as  subparagraphs  (G)  and  (H),  re- 
spectively, and  inserting  after  subparagraph 
(C)  the  following  new  subparagraphs: 

"(D)  implementing  a  procedure  for  evalu- 
ating and  resolving  patient  grievances; 

"(E)  conducting  on-site  reviews  of  facili- 
ties and  providers  as  necessary  (as  deter- 
mined by  a  medical  review  board  or  the  Sec- 
retary), utilizing  standards  of  care  estab- 
lished by  the  network  organization  to  assure 
proper  medical  care; 

"(F)  collecting,  validating,  and  analyzing 
such  data  as  are  necessary  to  prepare  the  re- 
ports required  by  subparagraph  (H)  and 
subsection  (g)  and  to  assure  the  mainte- 
nance of  the  registry  established  under 
paragraph  (7);". 

(g)  Facility  Cooperation  With  Net- 
works.—The  first  sentence  of  subsection 
(c)(3)  of  section  1881  of  such  Act  is  amended 
by  inserting  "or  to  follow  the  recommenda- 
tions of  the  medical  review  board"  after 
"consistently  failed  to  cooperate  with  net- 
work plans  and  goals". 

(h)  Intent  of  Congress  Respecting  Maxi- 
mum Use  of  Vocational  Rehabilitation 
Services.— The  first  sentence  of  subsection 
(c)(6)  of  section  1881  of  such  Act  is  amended 
by  inserting  before  the  period  the  following: 
"and  that  the  maximum  practical  number 
of  patients  who  are  suitable  candidates  for 
vocational  rehabilitation  services  be  given 
access  to  such  services  and  encouraged  to 
return  to  gainful  employment". 

(i)  National  End  Stage  Renal  Disease 
Registry.— 

(1)    BlSTABLISHMENT    OF    REGISTRY.— SubSCC- 

tlon  (c)  of  section  1881  of  such  Act  is  fur- 
ther amended  by  adding  at  the  end  the  fol- 
lowing new  paragraph: 

"(7)  The  Secretary  shall  establish  a  na- 
tional end  stage  renal  disease  registry  the 
purpose  of  which  shall  be  to  assemble  and 
analyze  the  data  reported  by  network  orga- 
nizations, transplant  centers,  and  other 
sources  on  all  end  stage  renal  disease  pa- 
tients in  a  manner  that  will  permit— 

"(A)  the  preparation  of  the  annual  report 
to  the  Congress  required  under  subsection 
(g); 

"(B)  an  identification  of  the  economic 
impact,  cost-effectiveness,  and  medical  effi- 
cacy of  alternative  modalities  of  treatment; 


"(C)  an  evaluation  with  respect  to  the 
most  appropriate  allocation  of  resources  for 
the  treatment  and  research  into  the  cause 
of  end  stage  renal  disease; 

"(D)  the  determination  of  patient  mortali- 
ty and  morbidity  rates,  and  trends  in  such 
rates,  and  other  indices  of  quality  of  care; 
and 

"(E)  such  other  analyses  relating  to  the 
treatment  and  management  of  end  stage 
renal  disease  as  will  assist  the  Congress  in 
evaluating  the  end  stage  renal  disease  pro- 
gram under  this  section. 

The  Secretary  shall  provide  for  such  coordi- 
nation of  data  collection  activities,  and  such 
consolidation  of  existing  end  stage  renal  dis- 
ease data  systems,  as  is  necessary  to  achieve 
the  purpose  of  such  registry,  shall  deter- 
mine the  appropriate  location  of  the  regis- 
try, and  shall  provide  for  the  appointment 
of  a  professional  advisory  group  to  assist 
the  Secretary  in  the  formulation  of  policies 
and  procedures  relevant  to  the  management 
of  such  registry.". 

(2)  Report.— The  Secretary  of  Health  and 
Human  Services  shall  submit  to  the  Con- 
gress, no  later  than  January  1,  1987,  a  full 
report  on  the  progress  made  in  establishing 
the  national  end  stage  renal  disease  registry 
under  the  amendment  made  by  paragraph 
(1)  and  shall  establish  such  registry  by  not 
later  than  January  1, 1988. 

(j)  Funding  of  ESRD  Network  Organiza- 
tions.- 

(1)  In  general.— Subsection  (b)(7)  of  sec- 
tion 1881  of  the  Social  Security  Act  is 
amended  by  adding  at  the  end  the  following 
new  sentence:  "The  Secretary  shall  reduce 
the  amount  of  each  composite  rate  payment 
under  this  paragraph  for  each  treatment  by 
50  cents  (subject  to  such  adjustments  as 
may  be  required  to  reflect  modes  of  dialysis 
other  than  hemodialysis)  and  provide  for 
payment  of  such  amount  to  the  network  ad- 
ministrative organization  (designated  under 
subsection  (c)(1)(A)  for  the  network  area  in 
which  the  treatment  is  provided)  for  its  nec- 
essary and  proper  administrative  costs  in- 
curred in  carrying  out  its  responsibilities 
under  subsection  (c)(2).". 

(2)  Effective  date.— The  amendment 
made  by  paragraph  (1)  shall  apply  to  treat- 
ment furnished  on  or  after  January  1,  1987. 

(k)  Protocols  on  Reuse  of  Dialysis  Fil- 
ters AND  Other  Dialysis  Supplies.— 

(1)  Establishment  of  protocols.— Para- 
graph (7)  of  subsection  (f)  of  section  1881  of 
the  Social  Security  Act  is  amended  to  read 
as  follows: 

"(7)(A)  The  Secretary  shall  establish  pro- 
tocols on  standards  and  conditions  for  the 
reuse  of  dialyzer  filters  for  those  facilities 
and  providers  which  voluntarily  elect  to 
reuse  such  filters. 

"(B)  The  Secretary  shall  study  and  review 
the  appropriateness  of  establishing  proto- 
cols on  standards  and  conditions  for  the 
reuse  (where  appropriate)  of  other  dialysis 
supplies  (such  as  blood  lines,  transducer  fil- 
ters, and  dialyzer  caps).  If  the  Secretary  de- 
termines that  the  establishment  of  such  a 
protocol  with  respect  to  any  such  dialysis 
supplies  is  appropriate,  the  Secretary  may 
establish  such  a  protocol. 

"(C)  The  Secretary  shall  incorporate  pro- 
tocols established  under  this  paragraph  into 
the  requirements  for  facilities  prescribed 
under  subsection  (b)(1)(A)  and  failure  to 
follow  such  a  protocol  subjects  such  a  facili- 
ty to  denial  of  participation  in  the  program 
established  under  this  section  and  to  denial 
of  payment  for  dialysis  treatment  not  fur- 
nished in  compliance  with  such  a  protocol.". 
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(2)  Deadunb  and  report.— The  Secretary 
of  Health  and  Human  Services— 

(A)  shall  establish  the  protocols  described 
in  section  1881(f)(7)(A)  of  the  Social  Securi- 
ty Act  by  not  later  than  January  1,  1988, 
and 

(B)  shall  report  to  the  Congress,  not  later 
than  January  1,  1988,  on  the  study  and 
review  conducted  under  section 
1881(f)(7)(B)  of  such  Act. 

(1)  EiTECTivE  Date  for  Certain  Amend- 
ments.—The  amendments  made  by  subsec- 
tions (e),  (f),  and  (g)  shall  apply  to  network 
administrative  organizations  designated  for 
network  areas  established  under  the  amend- 
ment made  by  subsection  (d)(1). 

SEC.  10234.  TECHNICAL  AMENDMENTS  AND  MISCEL- 
LANEOUS PROVISIONS  RELATING  TO 
PARTS. 

(a)  Additional  Members  for  Physician 
Payment  Review  Commission.— 

(1)  2  Additional  members.— Section 
1845(a)(2)  of  the  Social  Security  Act  (42 
U.S.C.  1395w-l(a)(2))  is  amended  by  striking 
"11  individuals"  and  inserting  "13  individ- 
uals". 

(2)  Appointment  of  additional  members.— 
The  Director  of  the  Congressional  Office  of 
Technology  Assessment  shall  appoint  the 
two  additional  members  of  the  Physician 
Payment  Review  Commission,  as  required 
by  the  amendment  made  by  paragraph  (1), 
no  later  than  60  days  after  the  date  of  the 
enactment  of  this  Act,  for  terms  of  3  years, 
except  that  the  Director  may  provide  ini- 
tially for  such  terms  as  will  insure  that  (on 
a  continuing  basis)  the  terms  of  no  more 
than  five  members  expire  in  any  one  year. 

(b)  Effective  Date  of  Voluntary  Disen- 
rollment  From  Medicare.— 

(1)  In  general.— The  second  and  sixth  sen- 
tences of  section  1838(b)  of  the  Social  Secu- 
rity Act  (42  U.S.C.  1395p(b))  are  each 
amended  by  striking  "following  the  calendar 
quarter". 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  apply  to  no- 
tices filed  on  or  after  October  1, 1986. 

(c)  STtn)Y  ON  Prospective  Payment  of  Ra- 
diology, Anesthesia,  and  Pathology  Serv- 
ices to  Hospital  Inpatients.— The  Secre- 
tary of  Health  and  Human  Services  shall 
study  and  report  to  the  Committee  on  Ways 
and  Means  of  the  House  of  Representatives, 
by  April  1,  1987,  concerning  the  design  and 
implementation  of  a  prospective  payment 
system  for  payment,  under  part  B  of  title 
XVIII  of  the  Social  Security,  for  radiology, 
anesthesia,  and  pathology  services  fur- 
nished to  hospital  inpatients.  Such  report 
shall  include  data,  from  a  representative 
sample,  showing,  for  discharges  classified 
within  each  diagnosis-related  group,  the  dis- 
tribution of  total  reasonable  charges  and 
costs  for  each  inpatient  discharge  for  such 
services. 

PART  4— IMPROVED  REVIEW  OF  QUALITY 
BY  PEER  REVIEW  ORGANIZATIONS 

SEC.  10241.  IMPROVED  REVIEW  OF  QUALITY  BY 
PEER  REVIEW  ORGANIZATIONS. 

(a)  PRO  Review  of  Hospital  Denial  No- 
tices.— 

(1)  In  general.— Section  1154  of  the  Social 
Security  Act  (42  U.S.C.  1320C-3)  is  amended 
by  adding  at  the  end  the  following  new  sub- 
section: 

"(d)(1)  If- 

"(A)  a  hospital  has  determined  that  a  pa- 
tient no  longer  requires  inpatient  hospital 
care,  and 

"(B)  the  attending  physician  has  agreed 
with  the  hospital's  determination, 
the  hospital  may  provide  the  patient  (or  the 
patient's    represenutive)    with    a    notice 


(meeting  conditions  prescribed  by  the  Secre- 
tary under  section  1879)  of  the  determina- 
tion. 

•■(2)  If- 

"(A)  a  hospital  has  determined  that  a  pa- 
tient no  longer  requires  inpatient  hospital 
care,  but 

"(B)  the  attending  physician  has  not 
agreed  with  the  hospital's  determination, 
the  hospital  may  request  the  appropriate 
peer  review  organization  to  review  under 
subsection  (a)  the  validity  of  the  hospital's 
determination. 

"(3)(A)  If  a  patient  (or  a  patient's  repre- 
sentative)— 

"(i)  has  received  a  notice  under  paragraph 
(1).  and 

"(ii)  requests  the  appropriate  peer  review 
organization  to  review  the  determination, 
then,  the  organization  shall  conduct  a 
review  under  subsection  (a)  of  the  validity 
of  the  hospital's  determination  and  shall 
provide  notice  (by  telephone  and  in  writing) 
to  the  patient  or  representative  and  the  hos- 
pital and  attending  physician  involved  of 
the  results  of  the  review.  Such  review  shall 
be  conducted  regardless  of  whether  or  not 
the  hospital  will  charge  for  continued  hospi- 
tal care  or  whether  or  not  the  patient  will 
be  liable  for  payment  for  such  continued 
care. 

"(B)  If  a  patient  (or  a  patient's  represent- 
ative) requests  a  review  under  subparagraph 
(A)  while  the  patient  is  still  an  inpatient  in 
the  hospital  and  not  later  than  noon  of  the 
first  working  day  after  the  date  the  patient 
receives  the  notice  under  paragraph  (1), 
then— 

"(i)  the  hospital  shall  provide  to  the  ap- 
propriate peer  review  organization  the 
records  required  to  review  the  determina- 
tion by  the  close  of  business  of  such  first 
working  day,  and 

"(ii)  the  peer  review  organization  must 
provide  the  notice  under  subparagraph  (A) 
by  not  later  than  one  full  working  day  after 
the  date  the  organization  has  received  the 
request  and  such  records. 

••(4)If- 

"(A)  a  request  is  made  under  paragraph 
(3)(A)  not  later  than  noon  of  the  first  work- 
ing day  after  the  date  the  patient  (or  pa- 
tient's representative)  receives  the  notice 
under  paragraph  ( 1 ),  and 

"(B)  the  conditions  described  in  section 
1879(a)(2)  with  respect  to  the  patient  or 
representative  are  met, 
the  hospital  may  not  charge  the  patient  for 
inpatient  hospital  services  furnished  before 
noon  of  the  day  after  the  date  the  patient 
or  representative  receives  notice  of  the  peer 
review  organization's  decision. 

"(5)  In  any  review  conducted  under  para- 
graph (2)  or  (3),  the  organization  shall  solic- 
it the  views  of  the  patient  involved  (or  the 
patient's  representative)." 

(2)  Effective  date.— (A)  Except  as  provid- 
ed in  subparagraph  (B),  the  amendment 
made  by  paragraph  (1)  shall  apply  to  denial 
notices  furnished  by  hospitals  to  individuals 
on  or  after  the  first  day  of  the  first  month 
that  begins  more  than  30  days  after  the 
date  of  the  enactment  of  this  Act. 

(B)  Section  1154(d)(4)  of  the  Social  Secu- 
rity Act  (as  added  by  the  amendment  made 
by  paragraph  (1))  shall  take  effect  on  the 
date  of  the  enactment  of  this  Act. 

(b)  PRO  Review  of  Inpatient  Hospital 
Services  and  Early  Readmission  Cases.— 

(1)  Timely  provision  of  hospital  inpor- 
MATiON.— Section  1153  of  such  Act"(42  U.S.C. 
1320C-2)  is  amended  by  adding  at  the  end 
the  following  new  subsection: 


"(g)  The  Secretary  shall  provide  that  peer 
review  organizations  receive  each  month,  on 
a  timely  basis,  either  directly  from  hospitals 
or  through  fiscal  intermediaries  data  neces- 
sary to  initiate  the  review  process  under  sec- 
tion 1154(a)  on  a  timely  basis." 

(2)  Requiring  review  of^ early  readmis- 
sion CASES.— Section  1154(a)  of  such  Act  (42 
U.S.C.  1320c-3(a)),  as  amended  by  section 
9401(a)  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985,  is 
amended  by  adding  at  the  end  the  following 
new  paragraph: 

"(13)  Notwithstanding  paragraph  (4),  the 
organization  shall  perform  the  review  de- 
scribed in  paragraph  (1)  with  rest>ect  to 
early  readniission  cases  to  determine  if  the 
previous  inpatient  hospital  services  and  the 
post-hospital  services  met  professionally 
recognized  standards  of  health  care.  Such 
reviews  may  be  performed  on  a  sample  basis 
if  the  organization  and  the  Secretary  deter- 
mine it  to  be  appropriate.  In  this  paragraph, 
an  "early  readmission  case"  is  a  case  in  which 
an  individual,  after  discharge  from  a  hospi- 
tal, is  readmitted  to  a  hospital  less  than  31 
days  after  the  date  of  the  most  recent  previ- 
ous discharge." 

(3)  Effective  dates.— (A)  The  Secretary  of 
Health  and  Human  Services  shall  imple- 
ment the  amendment  made  by  paragraph 

( 1 )  not  later  than  6  months  after  the  date  of 
the  enactment  of  this  Act. 

(B)  The  amendment  made  by  paragraph 

(2)  shall  apply  to  contracts  entered  into  or 
renewed  on  or  after  January  1.  1987. 

(c)  Requiring  PRO  Review  of  Qualitv  of 
Care.— 

( 1 )  Allocation  of  funds  for  quality  care 
REVIEW.— Section  1154(a)(4)  of  such  Act  (42 
U.S.C.  1320c-3(a)(4))  is  amended  by  adding 
at  the  end  the  following:  "Each  peer  review 
organization  shall  provide  that  a  reasonable 
proportion  of  its  activities  are  involved  with 
reviewing,  under  paragraph  (1)(B),  the  qual- 
ity of  services  and  that  a  reasonable  alloca- 
tion of  such  activities  relating  to  quality  of 
services  is  made  among  the  different  cases 
and  settings  (including  inpatient  hospital 
care,  post-acute-care  settings,  ambulatory 
settings,  health  maintenance  organizations, 
and  competitive  medical  plans).  In  establish- 
ing such  allocation,  the  organization  shall 
consider  (i)  whether  there  is  reason  to  be- 
lieve that  there  is  a  particular  need  for  re- 
views of  particular  cases  or  settings  because 
of  previous  problems  regarding  quality  of 
care,  (ii)  the  cost  of  such  reviews  and  the 
likely  yield  of  such  reviews  in  terms  of 
number  and  seriousness  of  quality  of  care 
problems  likely  to  be  discovered  as  a  result 
of  such  reviews,  and  (iii)  the  availability  and 
adequacy  of  alternative  quality  review  and 
assurance  mechanisms.". 

(2)  Requiring  review  of  health  mainte- 
nance ORGANIZATIONS  AND  COMPETITIVE  MEDI- 
CAL PLANS.— Such  section  is  further  amend- 
ed- 

(A)  by  inserting  "(A)"  after  "(4)", 

(B)  by  adding  at  the  end  the  following 
new  subparagraph: 

"(B)  The  contract  of  each  organization 
shall  provide  for  the  review  of  services  (in- 
cluding both  inpatient  and  outpatient  serv- 
ices) provided  by  eligible  organizations  pur- 
suant to  a  contract  under  section  1876  for 
the  purpose  of  determining  whether  the 
quality  of  such  services  meets  professionally 
recognized  standards  of  health  care,  includ- 
ing whether  appropriate  health  care  serv- 
ices have  not  been  provided  or  have  been 
provided  in  inappropriate  settings. ".  and 

(C)  by  adding  at  the  end  of  such  subpara- 
graph the  following:    "Under  the  contract 
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the  level  of  effort  expended  by  the  organi- 
zatlon  on  reviews  under  this  subparagraph 
shall  be  equivalent,  on  a  per  enroUee  basis, 
to  the  level  of  effort  expended  by  the  orga- 
nization on  utilization  and  quality  reviews 
performed  with  respect  to  individuals  not 
enrolled  with  an  eligible  organization.". 

(3)  Identification  of  methods  for  identi- 
rriNG  CASES  OF  substandard  care.— Section 
1154  of  such  Act  (42  U.S.C.  1320c-3).  as 
amended  by  subsection  <a)<l).  is  amended  by 
adding  at  the  end  the  following  new  subsec- 
tion: 

"(e)  The  Secretary,  in  consultation  with 
appropriate  exi>erts,  shall  identify  methods 
that  would  be  available  to  assist  peer  review 
organizations  (under  subsection  (a)(4))  In 
identifying  those  cases  which  are  more 
likely  than  others  to  be  associated  with  a 
quality  of  services  which  does  not  meet  pro- 
fessionally recognized  standards  of  health 
care." 

(4)  Effective  dates.— (A)  The  amend- 
ments made  by  paragraphs  (1)  and  (2)(B) 
shall  apply  to  contracts  as  of  January  1, 
1987. 

(B)  The  amendment  made  by  paragraph 
(2)(C)  shall  apply  to  review  activities  con- 
ducted by  organizations  on  or  after  January 
1.  1988. 

(C)  The  amendment  made  by  the  para- 
graph (3)  becomes  effective  on  the  date  of 
the  enactment  of  this  Act. 

(d)  Requiring  Consumer  Representative 
ON  Peer  Review  Boards.— 

(1)  In  general.— Section  1152  of  such  Act 
(42  U.S.C.  1320C-1)  is  amended— 

(A)  by  striking  "and"  at  the  end  of  para- 
graph (1), 

(B)  by  striking  the  period  at  the  end  of 
paragraph  (2)  and  inserting  ":  and",  and 

(C)  by  adding  at  the  end  the  following 
new  paragraph: 

"(3)  has  at  least  one  individual  who  is  a 
representative  of  consumers  on  its  board  of 
directors." 

(2)  Effective  date.— The  amendment 
made  by  paragraph  (1)  shall  apply  to  con- 
tracts entered  into  or  renewed  on  or  after 
January  1. 1987. 

(e)  Improving  Peer  Review  Responsive- 
ness to  Beneficiary  Complaints.— 

(1)  Appropriate  review  of  complaints  re- 
quired.—Section  1154(a)  of  such  Act  (42 
U.S.C.  1320c-3(a)),  as  amended  by  subsec- 
tion (b)(2),  is  further  amended  by  adding  at 
the  end  the  following  new  paragraph: 

"(14)  The  organization  shall  conduct  an 
appropriate  review  of  all  written  complaints 
about  the  quality  of  services  (for  which  pay- 
ment may  otherwise  be  made  under  title 
XVIII)  not  meeting  professionally  recog- 
nized standards  of  health  care,  if  the  com- 
plaint is  filed  with  the  organization  by  an 
individual  entitled  to  benefits  for  such  serv- 
ices under  such  title  (or  a  person  acting  on 
the  individual's  behalf).  The  organization 
shall  inform  the  individual  (or  representa- 
tive) of  the  organization's  conclusions  re- 
specting the  complaint  and  final  disposition 
of  the  complaint.  Before  the  organization 
concludes  that  the  quality  of  services  does 
not  meet  professionally  recognized  stand- 
ards of  health  care,  the  organization  must 
provide  the  practitioner  or  person  con- 
cerned with  reasonable  notice  and  opportu- 
nity for  discussion. ". 

(2)  Effective  date.— The  amendment 
made  by  paragraph  (1)  shall  apply  to  com- 
plaints received  on  or  after  the  first  day  of 
the  first  month  that  begins  more  than  9 
months  after  the  date  of  the  enactment  of 
this  Act. 

(f)  Sharing  of  Information  by  Peer 
Review  Organizations.— 


(1)  In  general.— Section  1160(b)(1)  of  such 
Act  (42  U.S.C.  1320c-9(b)(l))  is  amended- 

(A)  by  striking  "and"  at  the  end  of  sub- 
paragraph (B), 

(B)  by  amending  subparagraph  (C)  to  read 
as  follows: 

"(C)  to  assist  appropriate  State  agencies 
recognized  by  the  Secretary  as  having  re- 
sponsibility for  licensing  or  certification  of 
providers  or  practitioners  or  to  assist  na- 
tional accreditation  bodies  acting  pursuant 
to  section  1865  in  accrediting  providers  for 
purposes  of  meeting  the  conditions  de- 
scrit>ed  in  title  XVIII,  which  data  and  infor- 
mation shall  be  provided  by  the  peer  review 
organization  to  any  such  agency  or  body  at 
the  request  of  such  agency  or  body  relating 
to  a  specific  case  or  to  a  possible  pattern  of 
substandard  care,  but  only  to  the  extent 
that  such  data  and  information  are  required 
by  the  agency  or  body  in  carrying  out  its  re- 
spective function  which  is  within  the  jurisi- 
diction  of  the  agency  or  body  under  State 
law  or  under  section  1865:  and":  and 

(C)  by  inserting  after  subparagraph  (C) 
the  following  new  subparagraph: 

"(D)  to  assist  State  ombudsmen  and  State 
protection  and  advocacy  officials  who  the 
Secretary  identifies  as  having  responsibility 
for  assuring  the  quality  of  care  furnished  by 
providers  or  practitioners,  which  data  and 
information  shall  be  provided  by  the  peer 
review  organization  to  any  such  ombudsman 
or  official  upon  request  relating  to  a  specific 
provider  or  practitioner,  but  only  to  the 
extent  that  such  data  and  information' are 
related  to  the  quality  of  care  furnished  by  a 
provider  or  practitioner  and  only  if  the  peer 
review  organization  determines  that  the 
data  and  information  may  reflect  a  failure 
in  a  substantial  number  6f  cases  or  a  gross 
and  flagrant  failure  in  one  or  more  in- 
stances to  provide  services  of  a  quality 
which  meets  professionally  recognized 
standards  of  health  care,  and  that  the  data 
and  information  are  needed  by  the  ombuds- 
man or  official  in  carrying  out  official 
duties:". 

(2)  Effective  date.— The  amendments 
made  by  paragraph  (1)  shall  apply  to  re- 
quests for  data  and  information  made  on 
and  after  the  end  of  the  6-month  period  be- 
ginning on  the  date  of  the  enactment  of  this 
Act. 

(g)  Pending  of  Additional  PRO  Activi- 
ties.— 
(1)  Through  agreements  with  hospitals. 

SKILLED       nursing       FACILITIES,       AND       HOME 

health  agencies.— Section  1866(a)  of  such 
Act  (42  U.S.C.  1395cc(a))  is  amended— 

(A)  in  paragraph  (1)(P)— 

(i)  by  redesignating  clauses  (i),  (ii),  and 
(iii),  as  subclauses  (I).  (II),  and  (III),  respec- 
tively, 

(ii)  by  inserting  "(i)"  after  '(F)",  and 

(iii)  by  adding  at  the  end  the  following 
new  clause: 

"(ii)  in  the  case  of  hospitals,  skilled  nurs- 
ing facilities,  and  home  health  agencies,  to 
maintain  an  agreement  with  a  utilization 
and  quality  control  peer  review  organization 
(which  has  a  contract  with  the  Secretary 
under  part  B  of  title  XI  for  the  area  in 
which  the  hospital,  facility,  or  agency  is  lo- 
cated) to  perform  the  functions  described  in 
paragraph  (4)(A):":  and 

(B)  by  adding  at  the  end  the  following 
new  paragraph: 

"(4)(A)  Under  the  agreement  required 
under  paragraph  (l)(P)(ii),  the  peer  review 
organization  must  perform  functions  (other 
than  those  covered  under  an  agreement 
under  paragraph  (l)(F)(i))  under  the  third 
sentence  of  section  1154(a)(4)(A)  and  under 


section  1154(a)(14)  with  respect  to  services, 
furnished  by  the  hospital,  facility,  or  agency 
involved,  for  which  payment  may  be  made 
under  this  title. 

"(B)  For  purposes  of  payment  under  this 
title,  the  cost  of  such  an  agreement  to  the 
hospital,  facility,  or  agency  shall  be  consid- 
ered a  cost  incurred  by  such  hospital,  facili- 
ty, or  agency  in  providing  covered  services 
under  this  title  and  shall  be  paid  directly  by 
the  Secretary  to  the  peer  review  organiza- 
tion on  behalf  of  such  hospital,  facility,  or 
agency  in  accordance  with  a  schedule  estab- 
lished by  the  Secretary. 

"(C)  Such  payments— 

"(i)  shall  be  transferred  in  appropriate 
proportions  from  the  Federal  Hospital  In- 
surance Trust  Fund  and  from  the  Federal 
Supplementary  Medical  Insurance  Trust 
Fund,  without  regard  to  amounts  appropri- 
ated in  advance  Ln  appropriation  Acts,  in 
the  same  manner  as  transfers  are  made  for 
payment  for  services  provided  directly  to 
beneficiaries,  and 

"(ii)  shall  not  be  less  in  the  aggregate  for 
hospitals,  facilities,  and  agencies  for  a  fiscal 
year  than  the  amounts  the  Secretary  deter- 
mines to  be  sufficient  to  cover  the  costs  of 
such  organizations'  conducting  the  activities 
described  in  subparagraph  (A)  with  respect 
to  such  hospitals,  facilities,  or  agencies 
under  part  B  of  title  XI.". 

(2)  Through  agreements  with  health 
maintenance  organizations  and  competi- 
tive MEDICAL  PLANS.— Section  1876(i)  of  such 
Act  (42  U.S.C.  1395mm(i)),  as  amended  by 
section  10222(f)  of  this  subtitle,  is  amended 
by  adding  at  the  end  the  following  new 
paragraph: 

"(7)(A)  Each  risk-sharing  contract  with  an 
eligible  organization  under  this  section  shall 
provide  that  the  organization  will  maintain 
an  agreement  with  a  utilization  and  quality 
control  i>eer  review  organization  (which  has 
a  contract  with  the  Secretary  under  part  B 
of  title  XI  for  the  area  in  which  the  eligible 
organization  is  located)  under  which  the 
peer  review  organization  will  perform  func- 
tions under  section  1154(a)(4)(B)  and  sec- 
tion 1154(a)(14)  (other  than  those  per- 
formed under  contracts  described  in  section 
1866(a)(1)(F))  with  respect  to  services,  fur- 
nished by  the  eligible  organization,  for 
which  payment  may  be  made  under  this 
title. 

"(B)  For  purpose  of  payment  under  this 
title,  the  cost  of  such  agreement  to  the  eligi- 
ble organization  shall  be  considered  a  cost 
Incurred  by  a  provider  of  services  in  provid- 
ing covered  services  under  this  title  and 
shall  be  paid  directly  by  the  Secretary  to 
the  peer  review  organization  on  behalf  of 
such  eligible  organization  in  accordance 
with  a  schedule  established  by  the  Secre- 
tary. 

""(C)  Such  payments— 

"(i)  shall  be  transferred  in  appropriate 
proportions  from  the  Federal  Hospital  In- 
surance Trust  Fimd  and  from  the  Supple- 
mentary Medical  Insurance  Trust  Fund, 
without  regard  to  amounts  appropriated  in 
advance  in  appropriations  Acts,  in  the  same 
manner  as  transfers  are  made  for  payment 
for  services  provided  directly  to  benefici- 
aries, and 

"(ii)  shall  not  be  less  in  the  aggregate  for 
such  organizations  for  a  fiscal  year  than  the 
amounts  the  Secretary  determines  to  be  suf- 
ficient to  cover  the  costs  of  such  organiza- 
tions' conducting  activities  described  in  sub- 
paragraph (A)  with  respect  to  such  eligible 
organizations  under  part  B  of  title  XI.". 

(3)  Effective  date.— 
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(A)  Hospitals,  skilled  horsing  facilities, 
AND  HOME  health  AGENCIES.— The  amend- 
ments made  by  paragraph  (1)  shall  apply  to 
provider  agreements  as  of  October  1,  1987. 

(B)  HMOs  AND  CMPS.— The  amendment 
made  by  paragraph  (2)  shall  apply  to  risk- 
sharing  contracts  with  eligible  organiza- 
tions, under  section  1876  of  the  Social  Secu- 
rity Act.  as  of  January  1,  1987. 

PART  5— ASSURING  ACCESS  TO  HEALTH 
CARE 

SEC.  I02S1.  INCENTIVES  FOR  THE  ESTABLISHMENT 
OF  STATE  HEALTH  INSURANCE 
POOLS. 

(a)  General  Rule.— Chapter  41  of  the  In- 
ternal Revenue  Code  of  1954  is  amended  by 
adding  at  the  end  thereof  the  following  new 
subchapter: 
"Subchapter  B — Large  Employers  Not  Members 
of  Qualified  State  Health  Insurance  Pools 
"Sec.  4912.  Tax  on  wages  of  large  employers 
not  members  of  qualified  State 
health  insurance  pools. 

"SEC.  4912.  TAX  ON  WAGES  OF  LARGE  EMPLOYERS 
NOT  MEMBERS  OF  Ql  ALIFIED  STATE 
HEALTH  INSURANCE  POOLS. 

'(a)  Tax  Imposed.— In  the  case  of  a  large 
employer  which— 

"(1)  employs  any  individual  to  perform 
services  in  a  State  that  has  established  a 
qualified  health  insurance  pool,  and 

"(2)  is  not  a  participating  member  of  that 
pool  in  a  taxable  year  at  any  time  at  which 
such  services  are  performed, 
there  is  hereby  imposed  a  tax  equal  to  5  per- 
cent of  the  wages  paid  by  the  employer 
during  the  taxable  year  for  services  per- 
formed in  the  State  by  its  employees. 

"(b)  Large  Employer.— For  purposes  of 
this  section— 

"(1)  In  GENERAL.— Except  as  provided  in 
paragraph  (2),  the  term  large  employer' 
means  an  employer  who.  on  each  of  some  20 
days  during  the  taxable  year  or  the  preced- 
ing taxable  year,  each  day  being  in  a  differ- 
ent calendar  week,  employed  for  some  por- 
tion of  the  day  (whether  or  not  at  the  same 
moment  of  time)  20  or  more  Individuals. 

"(2)  Exception  for  governmental  units.— 
The  term  'large  employer'  shall  not  include 
the  United  States,  any  State  or  political 
subdivision  thereof,  or  any  possession  of  the 
United  States  or  any  agency  or  instrumen- 
tality of  any  of  the  foregoing  (including  the 
United  States  Postal  Service  and  Postal 
Rate  Commission);  except  that  such  term 
shall  include  any  nonappropriated  fund  in- 
strumentality of  the  United  States. 

"(c)  Qualified  Health  Insurance  Pool.— 
For  purposes  of  this  section,  the  term  'quali- 
fied health  insurance  pool'  means  any  orga- 
nization which— 

"(1)  is  a  nonprofit  corporation  established 
pursuant  to  and  regulated  by  State  law; 

"(2)  permits  any  large  employer  doing 
business  in  the  State  to  be  a  participating 
member; 

"(3)  makes  available  (without  regard  to 
health  conditions)  to  all  residents  of  the 
State,  who  are  not  eligible  for  benefits 
under  part  A  of  title  XVIII  of  the  Social  Se- 
curity Act,  levels  of  health  insurance  typical 
of  the  levels  of  coverage  provided  through 
large  employer  groups,  except  that— 

"(A)  any  such  level  of  insurance  must 
limit  the  amount  of  the  annual  out-of- 
pocket  expenses  for  covered  services  under 
individual  coverage  to  $1,500  and  under 
family  coverage  to  $3,000, 

"(B)  any  such  level  of  insurance  may  not 
establish  a  lifetime  benefit  limit  for  any  in- 
dividual of  less  than  $500,000, 

"(C)  subject  to  subparagraph  (A),  such  in- 
surance may  provide  for  a  choice  of  deducti- 


bles (in  addition  to  the  deductibles  typical 
of  levels  of  coverage  provided  through  large 
employer  groups),  but  not  to  exceed  $1,000 
for  each  covered  individual, 

"(D)  such  insurance  may  deny  coverage 
for  covered  services  for  preexisting  condi- 
tions for  a  period  not  to  exceed  6  months, 
and 

"(E)  such  insurance  must  include  as  cov- 
ered services  the  purchase  and  repair  of 
medically  necessary  durable  medical  equip- 
ment; 

"(4)  charges  a  pool  premium  rate  expected 
to  be  self-supporting  based  upon  a  reasona- 
ble actuarial  determination  of  anticipated 
experience  and  expected  expenses,  such 
pool  premium  rate  in  no  event  to  exceed  150 
percent  of  average  premium  rates  for  indi- 
vidual standard  risks  in  the  State  for  com- 
parable coverage;  and 

"(5)  assesses  losses  of  the  pool  equitably 
among  all  participating  members. 
Nothing  in  this  subsection  shall  be  con- 
strued as  preventing  a  State  or  other  entity 
from  providing  for  payment  of  part  or  all  of 
the  premium  of  an  enrollee  and  from  vary- 
ing the  amount  of  such  payment  based  on 
the  enrollee's  income  or  other  basis. 

"(d)  Other  Definitions.— 
"(1)  Use  of  fota  definitions.— For  pur- 
poses of  this  section,  the  terms  "wages',  'em- 
ployee', and  "employer'  have  the  meanings 
given  such  terms  in  subsections  (a),  (c),  and 
(d),  respectively,  of  section  3401. 

"(2)  State.— The  term  State'  includes  the 
District  of  Columbia  and  the  Common- 
wealth of  Puerto  Rico. 

"(e)  Cross  Reference.— 

"(1)  For  provision  denying  deduction  for  tax 
imposed  by  this  section,  see  section  273(aK6). 

"(2)  For  provisions  making  deficiency  proce- 
dures applicable  to  tax  imposed  by  this  section, 
see  section  6211  et  seq." 

(b)  Clerical  Amendments.— 

(1)  Chapter  41  of  such  Code  is  amended 
by  striking  the  chapter  heading  and  insert- 
ing the  following: 

"CHAPTER  41— PUBLIC  CHARITIES:  LARGE 
EMPLOYERS  NOT  MEMBERS  OF  QUALI- 
FIED STATE  HEALTH  INSURANCE  POOLS 

""Subchapter  A.  Public  charities. 

"Subchapter  B.  Large  employers  not  mem- 
bers of  qualified  State  health 
insurance  pools. 

"Subchapter  A— Public  Charities". 

(2)  The  table  of  chapters  for  subtitle  D  of 
such  Code  is  amended  by  striking  the  item 
relating  to  chapter  41  and  inserting  the  fol- 
lowing: 

"Chapter  41.  Public  charities;  large  employ- 
ers not  members  of  qualified 
State  health  insurance  pools."' 

(3)  Subparagraph  (B)  of  section  6104(c)(1) 
of  such  Code  is  amended  by  striking  "or 
chapter  41  or  42"  and  Inserting  "",  subchap- 
ter A  of  chapter  41  or  chapter  42  ". 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  apply  to  taxable 
years  beginning  on  or  after  January  1,  1988. 

(d)  Establishment  of  Qualified  State 
Health  Insurance  Pools.— Congress  intends 
that  each  State  should  establish  a  qualified 
health  insurance  pool  (described  in  section 
4912(c)  of  the  Internal  Revenue  Code  of 
1954)  by  not  later  than  January  1,  1988,  or, 
if  later,  the  end  of  the  first  regular  State 
legislative  session  that  begins  after  the  date 
of  the  enactment  of  this  Act. 


SEC.  I02S2.  COBRA  TEC:HNICAL  AMENDMENTS  RE- 
LATING TO  CONTINUATION  OF  EM- 
PLOYER-BASED HEALTH  INSURANCE 
COVERAGE. 

(a)  Modification  of  Coverage.— Para- 
graph (2)(A)  of  section  162(k)  of  the  Inter- 
nal Revenue  Code  of  1954  (relating  to  type 
of  benefit  coverage)  is  amended  by  adding 
at  the  end  the  following:  ""If  coverage  is 
modified  under  the  plan  for  similarly  situat- 
ed beneficiaries,  such  coverage  shall  also  be 
modified  in  the  same  manner  for  all  quali- 
fied beneficiaries  covered  under  the  plan."'. 

(b)  Maximum  Period  of  Continuation 
Coverage.— Partigraph  (2>(B)(i)  of  such  sec- 
tion (relating  to  maximum  period  of  con- 
tinuation coverage)  is  amended— 

(1)  by  striking  out  the  period  at  the  end 
and  inserting  a  semicolon,  and 

(2)  by  adding  at  the  end  the  following: 
"except  that  in  the  case  of  a  qualified  bene- 
ficiary with  respect  to  whom  more  than  one 
qualifying  event  occurs,  the  date  may  be  ex- 
tended under  this  clause  but  in  no  case  may 
the  coverage  period  with  respect  to  such 
events  (other  than  the  period  applicable  to 
a  qualifying  event  described  in  paragraph 
(3)(P))  exceed  a  36-month  period  for  such 
qualified  beneficiary.". 

(c)  Grace  Period  for  Payment  of  Premi- 
ums.— Paragraph  (2)(B)(iii)  of  such  section 
(relating  to  failure  to  pay  premium)  is 
amended  by  adding  at  the  end  the  follow- 
ing: "Payment  shall  be  considered  to  lie 
timely  if  made  within  30  days  of  the  date 
due  or  within  such  longer  period  as  applies 
to  or  under  the  plan." 

(d)  Election  by  Beneficiaries.— Para- 
graph (5)  of  such  section  (relating  to  elec- 
tions) is  amended  by  adding  at  the  end  the 
following  new  subparagraph: 

"(C)  Right  to  individual  election.— Not- 
withstanding subparagraph  (B).  each  quali- 
fied beneficiary  is  entitled  to  make  a  sepa- 
rate election  with  respect  to  continuation 
coverage  for  that  beneficiary  and,  if  there  is 
a  choice  of  type  of  coverage  under  the  plan, 
to  make  a  separate  selection  among  such 
types  of  coverage.". 

(e)  Notice  Requirebjent.- Paragraph 
(6)(C)  of  such  section  (relating  to  notice  re- 
quirements) is  amended  by  inserting 
"within  60  days  of  the  date  of  the  qualifying 
event"  after  "paragraph  (3)"". 

(f)  Effective  Date.— The  amendments 
made  by  this  section  shall  be  effective  as  if 
they  had  been  included  in  the  enactment  of 
the  Consolidated  Omnibus  Budget  Reconcil- 
iation Act  of  1985. 

SEC.  I02S3.  CONTINUATION  COVERAGE  FOR  RETIR- 
EES IN  CASES  OF  BANKRUPTCIES. 

(a)  Loss  OF  Coverage  of  Retiree  Through 
Bankruptcy  as  Qualifying  Event.— Para- 
graph (3)  of  section  162(k)  of  the  Internal 
Revenue  Code  of  1954  (relating  to  qualify- 
ing event  with  respect  to  continuation  cov- 
erage requirements  under  group  health 
plans)  is  amended  by  adding  at  the  end  the 
following: 

'"(F)  A  proceeding  in  a  case  under  title  11, 
United  States  Code,  commencing  on  or  after 
July  1,  1986,  with  respect  to  the  employer 
from  whose  employment  the  covered  em- 
ployee retired  at  any  time. 
In  the  case  of  an  event  described  in  subpara- 
graph (P),  a  loss  of  coverage  Includes  a  sub- 
stantial elimination  of  coverage  with  respect 
to  a  qualified  beneficiary  described  in  para- 
graph (7>(B)(iii)  within  one  year  before  or 
after  the  date  of  commencement  of  the  pro- 
ceeding." 

(b)  Period  of  Continuation  Coverage.— 
(1)  Life  of  covered  employee  or  widow 
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SPOUSE    AMD    DEPENDENTS.— Clause    (i)    Of   SCC- 

tion  162(kH2)(B)  of  such  Code  (relating  to 
maximum  period)  is  amended— 

(A)  by  striking  "and"  at  the  end  of  sub- 
clause (I), 

(B)  in  subclause  (II).  by  inserting  "or  (II)" 
after  "(I)". 

(C>  by  redesignating  subclause  (II)  as  sub- 
clause (III),  and 

(D)  by  inserting  after  subclause  (I)  the 
following  new  subclause: 

"(II)  a  qualifying  event  described  in  para- 
graph (3KF)  (relating  to  bankruptcy  pro- 
ceedings), the  date  of  the  death  of  the  cov- 
ered employee  or  qualified  beneficiary  (de- 
scrit>ed  in  paragraph  (7)(B)(iii)(III)).  or  in 
the  case  of  the  surviving  spouse  or  depend- 
ent children  of  the  covered  employee.  36 
months  after  the  date  of  the  death  of  the 
covered  employee,  and". 

(2)  Coverage  not  lost  upon  entitlement 

TO    MEDICARE     BENEPITS.— SubClaUSC     (II)     Of 

section  162(k>(2)(B)(iv)  of  such  Code  (relat- 
ing to  reemployment  or  medicare  eligibility) 
is  amended  by  inserting  "in  the  case  of  a 
qualified  beneficiary  other  than  a  qualified 
beneficiary  described  in  paragraph 
(7)(B)(iii),"  before  "entitled". 

(c)  Definition  of  qualified  beneficiary 
MODIFIED  IN  reorganization  CASES.— Section 
162(kK7KB)  of  such  Code  (relating  to  spe- 
cial rule  for  termination  and  reduced  em- 
ployment in  definition  of  qualified  benefici- 
ary) is  amended  by  adding  at  the  end  the 
following  new  clause: 

"(iii)  Special  rule  for  retirees  and 
WIDOWS.— In  the  case  of  a  qualifying  event 
described  in  paragraph  (3KP).  the  term 
'qualified  beneficiary"  includes  a  covered 
employee  who  had  retired  on  or  before  the 
date  of  substantial  elimination  of  coverage 
and  any  other  individual  who.  on  the  day 
before  such  qualifying  event,  is  a  benefici- 
ary under  the  plan— 

"(I)  as  the  spouse  of  the  covered  employ- 
ee. 

"(II)  as  the  dependent  child  of  the  em- 
ployee, or 

"(III)  as  the  surviving  spouse  of  the  cov- 
ered employee.". 

(d)  EFFECTIVE  Date.— 

(1)  In  general.— The  amendments  made 
by  this  section  shall  take  effect  as  if  includ- 
ed in  section  10001  of  the  Consolidated  Om- 
nibus Budget  Reconciliation  Act  of  1985. 

(2)  Treatment  of  certain  bankruptcy 
PROCEEDINGS.— Notwithstanding  paragraph 
(1)  and  section  10001(e)  of  the  Consolidated 
Omnibus  Budget  Reconciliation  Act  of  1985, 
the  amendments  made  by  this  section  and 
by  section  10001  of  such  Act  shall  apply  in 
the  case  of  plan  years  ending  during  the  12- 
month  period  beginning  July  1.  1986.  but 
only  with  respect  to— 

(A)  a  qualifying  event  described  in  section 
162(kK3HF)  of  the  Internal  Revenue  Code 
of  1954.  and 

(B)  a  qualifying  event  described  in  section 
162(kK3KA)  of  such  Code  relating  to  the 
death  of  a  retired  employee  occurring  after 
the  date  of  the  qualifying  event  described  in 
subparagraph  (A). 

(3)  Treatment  of  current  retirees.— Sec- 
tion 162(k)(3KF)  of  the  Internal  Revenue 
Code  of  1954  applies  to  covered  employees 
who  retired  tiefore.  on.  or  after  the  date  of 
the  enactment  of  this  Act. 

Subtitle  D — Revenue  ProvigioiM 
PART  I— EXTENSION  OF  EXCISE  TAX  ON 
COMMUNICATIONS  SERVICES 
SEC.  lOMI.  EXTENSION  OF  EXCISE  TAX  ON  COMMU- 
NICATIONS SERVICES. 

(a)  In  General.— The  table  contained  in 
paragraph  (2)  of  section  4251(b)  of  the  In- 


ternal Revenue  Code  of  1954  (relating  to  im- 
position of  tax  on  communications  services) 
is  amended  to  read  as  follows: 


'With  respect  to  amounts 

paid  pursuant  to 

The  applicable 

bills  Tirst  rendered: 

percentai^e  is: 

During   1987.    1988, 

or 

1989 

3 

During  1990  or  there- 

after  

0." 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  with  re- 
spect to  amounts  paid  for  communications 
services  pursuant  to  bills  first  rendered 
after  December  31.  1986. 

SEC.  10302.  STIDY  OF  COMMl  NKATION  SERVICES 
NOT  Sl'BJECT  TO  FEDERAL  EXCISE 
TAX. 

(a)  In  General.— The  Secretary  of  the 
Treasury  or  his  delegate  shall  conduct  a 
study  of  communication  services  which  are 
exempt  from  the  tax  imposed  by  section 
4251  of  the  Internal  Revenue  Code  of  1954 
by  reason  of  being  a  private  communication 
service  (as  defined  in  section  4252(d)  of  such 
Code)  or  by  reason  of  a  specific  exemption 
from  such  tax  under  section  4253  of  such 
Code.  Such  study  shall  include  an  estimate 
of  the  reduction  in  tax  revenues  by  reason 
of  each  such  exemption  and  shall  describe 
the  types  of  persons  which  benefit  from 
each  such  exemption. 

(b)  Report.— The  report  of  the  study 
under  subsection  (a)  shall  be  submitted,  not 
later  than  December  31.  1987.  to  the  Com- 
mittee on  Ways  and  Means  of  the  House  of 
Representatives  and  the  Committee  on  Pi- 
nance  of  the  Senate. 

PART  II— INCREASES  IN  CERTAIN 
PENALTIES 

SEC.  1031 1.  INCREASE  IN  PENALTY  FOR  INDERPAY- 
MENTS  OF  TAX  DEPOSITS. 

(a)  In  General.— Subsection  (a)  of  section 
6656  of  the  Internal  Revenue  Code  ol  1954 
(relating  to  failure  to  make  deposit  of  taxes 
or  understatement  of  deposits)  is  amended 
by  striking  out  "5  percent"  and  inserting  in 
lieu  thereof  "10  percent". 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  with  re- 
spect to  deposits  the  date  prescribed  for  the 
making  of  which  is  after  the  date  of  the  en- 
actment of  this  Act. 

SEC.  10312.  INCREASE  IN  PENALTY  FOR  SUBSTAN- 
TIAL understatement  of  liabil- 
ity. 

(a)  In  General.— Subsection  (a)  of  section 
6661  of  the  Internal  Revenue  Code  of  1954 
(relating  to  substantial  understatement  of 
liability)  is  amended  to  read  as  follows: 

"(a)  Addition  to  Tax.— If  there  is  a  sub- 
stantial understatement  of  income  tax  for 
any  taxable  year,  there  shall  be  added  to 
the  tax  an  amount  equal  to  25  percent  of 
the  amount  of  any  underpayment  attributa- 
ble to  such  understatement." 

(b)  Effective  Date.— The  amendment 
made  by  subsection  (a)  shall  apply  to  re- 
turns the  due  date  for  which  (determined 
without  regard  to  extensions)  is  after  De- 
cember 31.  1986. 

PART  111— CERTAIN  EXCISE  TAX  DEPOSITS 
ACCELERATED 

SEC.  10321.  certain  EXCISE  TAX  DEPOSITS  ACCEL- 
ERATED. 

(a)  Tobacco.— Paragraph  (2)  of  section 
5703(b)  of  the  Internal  Revenue  Code  of 
1954  (relating  to  method  of  payment  of  tax) 
is  amended  to  read  as  follows: 
"(2)  Time  for  payment  of  taxes.— 
"(A)  In  general.— In  the  case  of  taxes  on 
tobacco  products  and  cigarette  papers  and 


tubes  removed  during  any  semimonthly 
period  under  bond  for  deferred  payment  of 
tax.  the  last  day  for  payment  of  such  taxes 
shall  be  the  14th  day  after  the  last  day  of 
such  semimonthly  period. 
"(B)  Special  rule  where  kth  day  falls 

ON    SATURDAY.    SUNDAY,    OR    HOLIDAY.— If.    bUt 

for  this  subparagraph,  the  due  date  under 
subparagraph  (A)  would  fall  on  a  Saturday. 
Sunday,  or  a  Federal  holiday,  such  due  date 
shall  be  the  immediately  preceding  day 
which  is  not  a  Saturday,  Sunday,  or  such  a 
holiday." 

(b)  Wines  and  Beer.— Section  5061  of  such 
Code  (relating  to  method  of  collecting  tax) 
is  amended  by  redesignating  subsection  (e) 
as  subsection  (f)  and  by  inserting  after  sub- 
section (d)  the  following  new  subsection: 

"(e)  Time  for  Collecting  Tax  on  Wines 
AND  Beer.— 

"(1)  In  GENERAL.— In  the  case  of  wines  and 
beer  to  which  this  part  applies  (other  than 
subsection  (b)  of  this  section)  which  are 
withdrawn  under  bond  for  deferred  pay- 
ment of  tax  or  from  bonded  premises  (in- 
cluding customs  custody),  the  last  day  for 
payment  of  such  tax  shall  be  the  14th  day 
after  the  last  day  of  the  semimonthly 
period  during  which  the  withdrawal  oc- 
curred. 

"(2)  Special  rule  where  i4TH  day  falls 

ON    SATURDAY,    SUNDAY.    OR    HOLIDAY.— If.   bUt 

for  this  paragraph,  the  due  date  under  para- 
graph ( 1 )  would  fall  on  a  Saturday.  Sunday, 
or  a  Federal  holiday,  such  due  date  shall  be 
the  immediately  preceding  day  which  is  not 
a  Saturday.  Sunday,  or  such  a  holiday." 

(c)  Effective  Date.— 

(1)  In  general.- The  amendments  made 
by  this  section  shall  apply  to  removals 
during  semimonthly  periods  ending  on  or 
after  December  31. 1986. 

(2)  Special  rule  for  tobacco  for  semi- 
monthly PERIOD  ENDING  DECEMBER  IS,  1986.— 

With  respect  to  remittances  for  tobacco 
products  and  cigarette  papers  and  tubes  of 
the  tax  imposed  by  section  5701  of  the  In- 
ternal Revenue  Code  of  1954  for  the  semi- 
monthly period  ending  on  December  15, 
1986.  the  last  day  for  payment  of  such  re- 
mittances shall  be  January  14.  1987. 

PART  IV— TAX  TREATMENT  OF  CONRAIL 
PUBLIC  SALE 

SEC.  10331.  TAX  TREATMENT  OF  CONRAIL  PUBLIC 
SALE. 

(a)  Treatment  as  New  Corporation.— 

(1)  In  general.— For  periods  after  the 
public  sale,  for  purposes  of  the  Internal 
Revenue  Code  of  1954,  Conrail  shall  be 
treated  as  a  new  corporation  which  pur- 
chased all  of  its  assets  as  of  the  beginning  of 
the  day  after  the  date  of  the  public  sale  for 
an  amount  equal  to  the  deemed  purchase 
price. 

(2)  Allocation  among  assets.— The 
deemed  purchase  price  shall  be  allocated 
among  the  assets  of  Conrail  in  accordance 
with  the  temporary  regulations  prescribed 
under  section  338  of  the  Internal  Revenue 
Code  of  1954  (as  such  regulations  were  in 
effect  on  the  date  of  the  enactment  of  this 
Act).  The  Secretary  shall  establish  specific 
guidelines  for  carrying  out  the  preceding 
sentence  so  that  the  basis  of  each  asset  will 
be  clearly  ascertainable. 

(3)  Deemed  purchase  price.— For  purposes 
of  this  subsection,  the  deemed  purchase 
price  is  an  amount  equal  to  the  gross 
amount  received  pursuant  to  the  public  sale, 
multiplied  by  a  fraction— 

(A)  the  numerator  of  which  is  100  percent, 
and 
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(B)  the  denominator  of  which  is  the  per- 
centage (by  value)  of  the  stock  of  Conrail 
sold  in  the  public  sale. 

The  amount  determined  under  the  preced- 
ing sentence  shall  be  adjusted  under  regula- 
tions prescribed  by  the  Secretary  for  liabil- 
ities of  Conrail  and  other  relevant  items. 

(b)  No  Income  From  Cancellation  or 
Debt  or  Preferred  Stock.— No  amount 
shall  be  included  in  the  gross  income  of  any 
person  by  reason  of  any  cancellation  of  any 
obligation  (or  preferred  stock)  of  Conrail  in 
connection  with  the  public  sale. 

(c)  Disallowance  of  Certain  Deduc- 
tions.—No  deduction  shall  be  allowed  to 
Conrail  for  any  amount  which  is  paid  after 
the  date  of  the  public  sale  to  employees  of 
Conrail  for  services  performed  on  or  before 
the  date  of  the  public  sale  in  order  to  in- 
crease wages  or  benefits  to  industry  stand- 
ards. 

(d)  Waiver  of  Certain  Employee  Stock 
Ownership  Plan  Provisions.— For  purposes 
of  determining  whether  the  employee  stock 
ownership  plans  of  Conrail  meet  the  qualifi- 
cations of  sections  401  and  501  of  the  Inter- 
nal Revenue  Code  of  1954— 

(1)  the  limits  of  section  415  of  such  Code 
(relating  to  limitations  on  benefits  and  con- 
tributions under  qualified  plans)  shall  not 
apply  with  respect  to  interests  in  stock 
transferred  pursuant  to  this  Act  or  a  law 
heretofore  enacted,  and 

(2)  the  2-year  waiting  period  for  withdraw- 
als shall  not  apply  to  participant  withdraw- 
als of  amounts  (or  shares)  in  their  accounts 
in  connection  with  the  public  sale. 

(e)  Definitions.— For  purposes  of  this  sec- 
tion— 

(1)  Conrail.— The  term  •'Conrail"  means 
the  Consolidated  Rail  Corporation.  Such 
term  includes  any  corporation  which  was  a 
sul>sidiary  of  Conrail  immediately  before 
the  public  sale. 

(2)  Public  sale.— The  term  "public  sale" 
means  the  sale  of  stock  in  Conrail  pursuant 
to  a  public  offering  under  the  Conrail  Pri- 
vatization Act.  If  there  is  more  than  1 
public  offering  under  such  Act,  such  term 
means  the  sale  pursuant  to  the  initial  public 
offering  under  such  Act. 

(3)  Secretary.— The  term  "Secretary" 
means  the  Secretary  of  the  Treasury  or  his 
delegate. 

PART  V— PORT  USE  TAX  AND  RELATED 
TRUST  FUND;  INLAND  WATERWAYS  TRUST 
FUND 

SEC.  10341.  IMPOSITION  OF  PORT  USE  TAX. 

(a)  General  Rule.— Chapter  36  of  the  In- 
ternal Revenue  Code  of  1954  (relating  to 
certain  other  excise  taxes)  is  amended  by  in- 
serting after  the  chapter  heading  the  fol- 
lowing new  subchapter: 

"Subchapter  A— Port  Use  Tax 
"Sec.  4461.  Imposition  of  tax. 
"Sec.  4462.  Definitions  and  special  rules. 

"SEC.  44«1.  IMPOSITION  OF  TAX. 

"(a)  General  Rule.— There  is  hereby  im- 
posed a  tax  on  any  port  use. 

"(b)  Amount  of  Tax.— The  amount  of  the 
tax  imposed  by  subsection  (a)  on  any  port 
use  shall  be  0.04  percent  of  the  value  of  the 
cargo  involved. 

"(c)  Liability  for  Tax.— The  tax  imposed 
by  subsection  (a)  shall  be  paid  by— 

"(1)  in  the  case  of  cargo  entering  the 
United  States,  the  importer. 

"(2)  In  the  case  of  cargo  to  be  exported 
from  the  United  States,  the  exporter,  or 

"(3)  in  any  other  case,  the  shipper. 

■*SEC.  4462.  DEFINITIONS  AND  SPECIAL  RULES. 

"(a)  Port  Use.— For  purposes  of  this  sub- 
chapter— 


"(1)  Port  use.— The  term  'port  use' 
means— 

"(A)  the  loading  of  commercial  cargo  on, 
or 

"(B)  the  unloading  of  commercial  cargo 
from, 

a  commercial  vessel  at  a  port  in  the  United 
States. 

"(2)  Port.— The  term  port'  means  any 
port  or  channel  In  the  United  States  with  a 
depth  authorized  by  law  of  more  than  14 
feet.  The  term  does  not  include  any  port  or 
channel  with  respect  to  which  no  Federal 
funds  have  been  used  for  construction, 
maintenance,  or  o(>eration. 

"(b)  Other  Definitions.— For  purposes  of 
this  subchapter— 

"(1)  Commercial  cargo.— The  term  com- 
mercial cargo'  means  any  cargo  other  than 
fuel  supplies,  ship's  stores,  sea  stores,  or  le- 
gitimate equipment  for  the  vessel. 

"(2)  Commercial  vessel.— The  term  'com- 
mercial vessel'  means  any  vessel  used— 

"(A)  in  the  business  of  transporting  cargo 
by  water  for  compensation  or  hire,  or 

"(B)  in  transporting  cargo  by  water  in  the 
business  of  the  owner,  lessee,  or  operator  of 
the  vessel  (other  than  fish  or  other  aquatic 
animal  life  caught  on  the  voyage). 

"(3)  Value.— The  term  'value'  means— 

"(A)  in  the  case  of  an  arms  length  transac- 
tion, the  sales  price  determined  under  the 
principles  of  section  4216(a);  or 

"(B)  in  any  other  case,  a  constructive  sales 
price  determined  under  regulations  pre- 
scribed by  the  Secretary. 
To  the  extent  provided  in  regulations,  value 
may  be  determined  on  the  basis  of  standard 
comimercial  documentation. 

"(c)  Exemption  for  Hawaii  and  Posses- 
sions.— 

"(1)  United  states  not  to  include  Hawaii 
OR  possessions.— For  purposes  of  this  sub- 
chapter, the  term  United  States'  shall  not 
include  Hawaii  or  any  possession  of  the 
United  States. 

"(2)  Shipments  to  Hawaii  or  posses- 
sions.—No  tax  shall  be  imposed  by  this  sub- 
chapter with  respect  to  any  cargo  loaded  on 
a  vessel  for  transportation  to  Hawaii  or  any 
possession  of  the  United  States  for  ultimate 
use  or  consumption  in  Hawaii  or  any  posses- 
sion of  the  United  States. 

"(d)  Exejiption  for  Tax  Where  Trans- 
portation Subject  to  Tax  Imposed  by  Sec- 
tion 4042.— No  tax  shall  be  imposed  under 
this  subchapter  with  respect  to  any  cargo  if 
any  portion  of  the  transportation  of  such 
cargo  on  the  vessel  concerned  has  (or  will 
be)  transportation  subject  to  the  tax  im- 
posed by  section  4042  (relating  to  tax  on 
fuel  used  in  commercial  transportation  on 
inland  waterways). 

"(e)  Exemption  for  United  States.— No 
tax  shall  be  imposed  under  this  subchapter 
on  the  United  States  or  any  agency  or  in- 
strumentality thereof. 

"(f)  Extension  of  Provisions  of  Law  Ap- 
plicable TO  Customs  Duty.— 

"(1)  In  general.— Except  to  the  extent 
otherwise  provided  in  regulations,  all  admin- 
istrative and  enforcement  provisions  of  cus- 
toms law  shall  apply  in  respect  of  cargo  sub- 
ject to  the  tax  imposed  by  this  subchapter 
(and  in  respect  of  persons  liable  therefor)  in 
the  same  manner  as  if  such  cargo  were 
cargo  imported  into  the  United  SUtes.  For 
purposes  of  the  preceding  sentence,  any 
penalty  expressed  in  terms  of  a  relationship 
to  the  amount  of  the  duty  shall  be  treated 
as  not  less  than  the  amount  which  bears  a 
similar  relationship  to  the  value  of  the 
cargo. 


"(2)  Jurisdiction  of  courts  and  acen- 
ciES.— For  purposes  of  determining  the  ju- 
risdiction of  any  court  of  the  United  SUtes 
or  any  agency  of  the  United  SUtes,  the  tax 
imposed  by  this  subchapter  shall  be  treated 
as  if  such  Ux  were  a  customs  duty. 

"(3)  Administrative  provisions  applica- 
ble TO  TAX  law  not  to  APPLY.— The  tax  im- 
posed by  this  subchapter  shall  not  be  treat- 
ed as  a  Ux  for  purposes  of  subtitle  F  of  this 
title  or  any  other  provision  of  law  relating 
to  the  administration  and  enforcement  of 
internal  revenue  Uxes. 

"(g)  Regulations.— The  SecreUry  shall 
prescribe  such  regulations  as  may  be  neces- 
sary to  carry  out  the  purposes  of  this  sub- 
chapter including— 

"(1)  regulations  providing  that  only  1  Ux 
shall  be  imposed  under  this  subchapter  with 
respect  to  the  transporUtion  of  any  cargo 
on  the  same  vessel,  and 

"(2)  regulations  exempting  any  transac- 
tion or  class  of  transactions  from  the  tax 
imposed  by  this  subchapter  where  the  col- 
lection of  such  tax  is  not  administratively 
practical. " 

(b)  CuxicAL  Amendment.— The  Uble  of 
subchapters  for  chapter  36  of  such  Code  is 
amended  by  Inserting  the  following  before 
the  item  relating  to  subchapter  D: 

"Subchapter  A.  Port  use  tax. " 

(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  oil 
January  1.  1987. 

SEC.  10342.  CREATION  OF  PORT  INFRASTRICTIRE 
DEVELOPMENT  AND  IMPROVEMENT 
TRUST  FUND. 

(a)  In  General.— Subchapter  A  of  chapter 
98  of  the  Internal  Revenue  Code  of  1954  (re- 
lating to  establishment  of  trust  funds)  is 
amended  by  adding  after  section  9504  the 
following  new  section: 

•SEC.  9505.  PORT  INFRASTRUCTURE  DEVELOPMENT 
AND  IMPROVEMENT  TRUST  FUND. 

"(a)  Creation  or  Trust  Fund.— There  is 
hereby  esublished  in  the  Treasury  of  the 
United  States  a  trust  fund  to  be  known  as 
the  "Port  Infrastructure  Development  and 
Improvement  Trust  Fund'  (hereinafter  in 
this  section  referred  to  as  the  Port  Trust 
Fund),  consisting  of  such  amounts  as  may 
be- 

■•(1)  appropriated  to  the  Port  Trust  Fund 
as  provided  in  this  section. 

"(2)  appropriated  to  the  Port  Trust  Fund 
pursuant  to  section  10342(b)  of  the  Omni- 
bus Budget  Reconciliation  Act  of  1986,  or 

"(3)  credited  to  the  Port  Trust  Fund  as 
provided  in  section  9602(b). 

"(b)  Transfer  to  Port  Trust  Finn)  of 
Amounts  Equivalent  to  Certain  Taxes.— 
There  are  hereby  appropriated  to  the  Port 
Trust  Fund  amounts  equivalent  to  the  taxes 
received  in  the  Treasury  under  section  4461 
(relating  to  port  use  Ux). 

"(c)  Expenditures  FVom  Port  Trust 
Fund.— 

"(1)  In  general.— Amounts  in  the  Port 
Trust  Fund  shall  be  available,  as  provided 
by  appropriation  Acts,  for  making  expendi- 
tures for— 

"(A)  feasibility  studies  for.  and  construc- 
tion, operation,  and  maintenance  of. 
projects  for  ports  by  the  Secretary. 

"(B)  feasibility  studies  for,  and  construc- 
tion. rehabiliUtion.  operation,  and  mainte- 
nance of,  projects  for  ports  for  the  Saint 
Lawrence  Seaway  by  the  Saint  Lawrence 
Seaway  Development  Corporation. 

"(C)  relocations  of  utilities,  structures, 
and  other  improvements,  necessary  for  con- 
struction,  operation,   and   maintenance   of 
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projects  referred  to  in  subparagraph  (A)  or 
(B). 

"(D)  making  payments  to  any  non-Federal 
Interest  which  has  planned  and  designed  or 
planned,  designed,  and  constructed  a  port  in 
accordance  with  section  104  of  the  Water 
Resources  Development  Act  of  1986, 

"(E)  grants  under  sections  113  and  114  of 
such  Act.  and 

"(P)  the  payment  of  rebates  of  tolls  or 
charges  pursuant  to  section  13  of  the  Act  of 
May  13.  1954  (as  in  effect  on  the  date  of  the 
enactment  of  this  section),  and 

"(G)  the  payment  of  all  expenses  of  ad- 
ministration incurred  by  the  Department  of 
the  Treasury  in  administering  subchapter  A 
of  chapter  36  (relating  to  port  use  tax). 

"(2)  Definitions  and  special  rules.— For 
purposes  of  paragraph  ( 1  )— 

"(A)  CoNSTROCTiON  DETiNED.— The  term 
'construction'  includes  any  planning,  design- 
ing, engineering,  and  surveying  which  is 
necessary  to  carry  out  a  project  for  a  port 
and  which  is  performed  after  authorization 
of  the  project. 

"(B)  Port  defined.— The  term  'port'  has 
the  meaning  given  such  term  by  section  115 
of  the  Water  Resources  Development  Act  of 
1986. 

"(C)  Limitation  on  rebate.— The  amount 
of  rebate  of  any  toll  or  charge  which  may  be 
paid  out  of  the  Port  Trust  Fund  under  para- 
graph (1)(F)  shall  not  exceed  the  portion  of 
such  toll  or  charge  which  is  attributable  to 
cargo  on  which  tax  was  (or  is  to  be)  imposed 
by  section  4461  of  the  Internal  Revenue 
Code  of  1954. 

"(D)  Reference  to  sections.— Any  refer- 
ence to  a  section  of  the  Water  Resources 
Development  Act  of  1986  shall  be  treated  as 
a  reference  to  such  section  as  in  effect  on 
the  date  of  the  enactment  of  this  section." 

(b)  Authorization  of  Appropriations  to 
Port  Trust  Fund.— There  is  hereby  author- 
ized to  be  appropriated,  out  of  any  money  in 
the  Treasury  not  otherwise  appropriated,  to 
the  Port  Infrastructure  Development  and 
Improvement  Trust  Fund  for  each  fiscal 
year  beginning  after  September  30,  1986,  an 
amount  equal  to  the  excess  of— 

(1)  $1,000,000,000.  over 

(2)  the  amount  of  tax  imposed  by  section 
4461  of  the  Internal  Revenue  Code  of  1954 
(relating  to  port  use  tax)  which  the  Secre- 
tary of  the  Treasury  estimates  will  be  re- 
ceived by  such  Trust  Fund  during  such  year. 

(c)  Rebates  of  Saint  Lawrence  Seaway 
Tolls.— The  Act  of  May  13,  1954  is  amended 
by  adding  at  the  end  thereof  the  following 
new  section: 

REBATE  OF  charges  OR  TOLLS 

"Sec.  13.  (a)  The  Corporation  shall  certify 
to  the  Secretary  of  the  Treasury,  in  such 
form  and  at  such  times  as  the  Secretary  of 
the  Treasury  shall  prescribe— 

"(1)  the  identity  of  any  person  who  pays  a 
charge  or  toll  to  the  Corporation  pursuant 
to  section  12  of  this  Act  with  respect  to  a 
commercial  vessel  (as  defined  in  section 
4462(b)(2)  of  the  Internal  Revenue  Code  of 
1954).  and 

"(2)  the  amount  of  the  toll  or  charge  paid 
by  such  person  with  respect  to  such  vessel. 

"(b)  Within  30  days  of  the  receipt  of  a  cer- 
tification described  in  subsection  (a),  the 
Secretary  of  the  Treasury  shall  rebate,  out 
of  the  Port  Infrastructure  Development  and 
Improvement  Trust  Fund,  to  the  person  de- 
scribed in  subsection  (a)  the  amount  of  the 
charge  or  toll  paid  pursuant  to  section  12  of 
this  Act  which  is  attributable  to  cargo  on 
which  tax  was  (or  is  to  be)  imposed  by  sec- 
tion 4461  of  the  Internal  Revenue  Code  of 
1954.' 


(d)  Clerical  Amendment.— The  table  of 
sections  for  subchapter  A  of  chapter  98  of 
such  Code  is  amended  by  adding  after  the 
item  relating  to  section  9504  the  following 
new  item: 

"Sec.  9505.  Port  Infrastructure  Develop- 
ment and  Improvement  Trust 
Fund. " 

(e)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on 
January  1.  1987. 

SEC.  10343.  INLAND  WATERWAYS  TRl'ST  FIND. 

(a)  In  General.— Subchapter  A  of  chapter 
98  of  the  Internal  Revenue  Code  of  1954  (re- 
lating to  establishment  of  trust  funds)  is 
amended  by  adding  after  section  9505  the 
following  new  se(!tion: 

"SEC.  9506.  INLAND  WATERWAYS  TRIST  FIND. 

""(a)  Creation  of  Trust  Fund.— There  is 
hereby  established  in  the  Treasury  of  the 
United  States  a  trust  fund  to  be  known  as 
the  Inland  Waterways  Trust  Fund',  consist- 
ing of  such  amounts  as  may  be  appropriated 
or  credited  to  such  Trust  Fund  as  provided 
in  this  section  or  section  9602(b). 

"(b)  Transfer  to  Trust  Fund  of  Amounts 
Equivalent  to  Certain  Taxes.— There  are 
hereby  appropriated  to  the  Inland  Water- 
ways Trust  Fund  amounts  determined  by 
the  Secretary  to  be  equivalent  to  the  taxes 
received  in  the  Treasury  under  section  4042 
(relating  to  tax  on  fuel  used  in  commercial 
transportation  on  inland  waterways). 

"(c)  Expenditures  From  Trust  F^jnd.- 

"(1)  In  general.— Except  as  provided  in 
paragraph  (2).  amounts  in  the  Inland  Wa- 
terways Trust  Fund  shall  be  available,  as 
provided  by  appropriation  Acts,  for  making 
construction  and  rehabilitation  expendi- 
tures for  navigation  on  the  inland  and  coast- 
al waterways  of  the  United  States  described 
in  section  206  of  the  Inland  Waterways  Rev- 
enue Act  of  1978.  as  in  effect  on  the  date  of 
the  enactment  of  this  section. 

""(2)  Exception  for  certain  projects.— 

"(A)  Construction  projects.— Not  more 
than  V3  of  the  cost  of  any  construction  to 
which  section  202(a)  of  the  Water  Re- 
sources Development  Act  of  1986  applies  (as 
in  effect  on  the  date  of  the  enactment  of 
this  section)  may  be  paid  from  the  Inland 
Waterways  Trust  Fund. 

"(B)  Certain  relocation  expenses.— Not 
more  than  Ve  of  the  cost  of  any  relocation  to 
which  section  202(t)  of  such  Act  applies  (as 
in  effect  on  the  date  of  the  enactment  of 
this  section)  may  be  paid  from  the  Inland 
Waterways  Trust  Fund." 

(b)  Conforming  Amendments.— Sections 
203  and  204  of  the  Inland  Waterways  Reve- 
nue Act  of  1978  (relating  to  Inland  Water- 
ways Trust  F^lnd)  are  hereby  repealed. 

(c)  Fuel  Use  on  Tennessee-Tohbigbee  Wa- 
terway Subject  to  Inland  Waterway 
Tax.— Section  206  of  the  Inland  Waterways 
Revenue  Act  of  1978  is  amended  by  adding 
at  the  end  thereof  the  following: 

"(27)  Tennessee-Tombigbee  Waterway: 
FYom  Pickwick  Pool  on  the  Tennessee  River 
at  RM  215  to  Demopolis.  Alabama,  on  the 
Tombigbee  River  at  RM  215.4.  ". 

(d)  Clerical  Amendment.— The  table  of 
sections  for  subchapter  A  of  chapter  98  of 
such  Code  is  amended  by  adding  at  the  end 
thereof  the  following  new  item: 

"Sec.     9506.     Inland     Waterways    Trust 
Fund." 

(e)  Effective  Date.— 

(1)  In  general.— The  amendments  made 
by  this  section  shall  take  effect  on  January 
1,  1987. 

(2)  Special  rule  for  tennessee-tombigbee 
WATERWAY.— For      purposes      of      section 


9506(c)(1)  of  the  Internal  Revenue  Code  of 
1954  (as  added  by  this  section),  the  amend- 
ment made  by  subsection  (c)  shall  be  treat- 
ed as  taking  effect  on  the  date  of  the  enact- 
ment of  this  Act. 

(3)  Inland  waterways  trust  fund  treated 
AS  continuation  op  old  trust  fund.— The 
Inland  Waterways  Trust  Fund  established 
by  the  amendments  made  by  this  section 
shall  be  treated  for  all  purposes  of  law  as  a 
continuation  of  the  Inland  Waterways  Trust 
Fund  established  by  section  203  of  the 
Inland  Waterways  Revenue  Act  of  1978. 
Any  reference  in  any  law  to  the  Inland  Wa- 
terways Trust  Fund  established  by  such  sec- 
tion 203  shall  be  deemed  to  include  (wherev- 
er appropriate)  a  reference  to  the  Inland 
Waterways  Trust  Fund  established  by  this 
section. 

PART  VI— TAX  ON  PETROLEUM  AND  OIL 
SPILL  LIABILITY  TRL'ST  FUND 

-^EC.  10351.  TAX  ON  PETROLELM. 

(a)  In  General.— Subsections  (a)  and  (b) 
of  section  4611  of  the  Internal  Revenue 
Code  of  1954  (relating  to  environmental  tax 
on  petroleum)  are  each  amended  by  striking 
out  "of  0.79  cent  a  barrel "  and  inserting  in 
lieu  thereof  "at  the  rate  specified  in  subsec- 
tion (c)"'. 

(b)  Increase  in  Tax.— Section  4611  of  such 
Code  is  amended  by  redesignating  subsec- 
tions (c)  and  (d)  as  subsections  (d)  and  (e), 
respectively,  and  by  inserting  after  subsec- 
tion (b)  the  following  new  subsection: 

"(c)  Rate  OF  Tax.— 

"(1)  In  general.— The  rate  of  the  taxes  im- 
posed by  this  section  is  the  sum  of— 

■"(A)  the  Hazardous  Substance  Superfund 
financing  rate,  and 

"(B)  the  Oil  Spill  Liability  Trust  Fund  fi- 
nancing rate. 

"(2)  Rates.— For  purposes  of  paragraph 
(D- 

"(A)  the  Hazardous  Substance  Superfund 
financing  rate  is  0.79  cent  a  barrel,  and 

"(B)  the  Oil  Spill  Liability  Trust  Fund  fi- 
nancing rate  is  1.3  cents  a  barrel." 

(c)  Credit  Against  Portion  of  Tax  At- 
tributable TO  Oil  Spill  Rate.— Section 
4612  of  such  Code  (relating  to  definitions 
and  special  rules)  is  amended  by  redesignat- 
ing subsection  (c)  as  subsection  (d)  and  by 
inserting  after  subsection  (b)  the  following 
new  subsection: 

"(c)  Credit  Against  Portion  of  Tax  At- 
tribittable  to  Oil  Spill  Rate.— There  shall 
be  allowed  as  a  credit  against  so  much  of 
the  tax  imposed  by  section  4611  as  is  attrib- 
utable to  the  Oil  Spill  Liability  Trust  Fund 
financing  rate  for  any  period  an  amount 
equal  to  the  excess  of— 

"(1)  the  aggregate  amounts  paid  by  the 
taxpayer  before  January  1,  1987,  into  the 
Deepwater  Port  Liability  Trust  Fund  and 
the  Offshore  Oil  Pollution  Compensation 
Fund,  over 

""(2)  the  amount  of  such  payments  taken 
into  account  under  this  subsection  for  all 
prior  periods." 

(d)  Conforming  Amendments.— 

(1)  Subsection  (e)  of  section  4611  of  such 
Code  (relating  to  application  of  taxes),  as 
redesignated  by  subsection  (b),  is  amended 
to  read  as  follows: 

"•(e)  Appucation  of  Taxes.— 

"(1)  Superfund  rate.— The  Hazardous 
Substance  Superfund  financing  rate  under 
subsection  (c)  shall  not  apply  after  Septem- 
ber 30,  1985. 

"(2)  Oil  spill  rate.— The  Oil  Spill  Liabil- 
ity Trust  Fund  financing  rate  under  subsec- 
tion (c)  shall  apply  after  December  31, 1986, 
and  before  January  1. 1992." 
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(2)  Subsection  (c)  of  section  4661  of  such 
Code  (relating  to  termination  of  tax  on  cer- 
tain chemicals)  is  amended  to  read  as  fol- 
lows: 

"(c)  Termination.— The  tax  imposed  by 
this  section  shall  not  apply  after  September 
30.  1985." 

(3)  Paragraph  (1)  of  section  221(b)  of  the 
Hazardous  Substance  Response  Revenue 
Act  of  1980  (relating  to  transfers  to  Re- 
sponse Trust  Fund)  is  amended  by  adding  at 
the  end  thereof  the  following: 

"In  the  case  of  the  tax  imposed  by  section 
4611,  paragraph  (1)  shall  apply  only  to  so 
much  of  such  tax  as  is  attributable  to  the 
Superfund  financing  rate  under  section 
4611(c)." 

(e)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on 
January  1.  1987. 

SEC.  10J52.  OIL  SPILL  LIABILITY  TRUST  FIND. 

(a)  In  General.— Subchapter  A  of  chapter 
98  of  the  Internal  Revenue  Code  of  1954  (re- 
lating to  establishment  of  trust  funds)  is 
amended  by  adding  after  section  9506  the 
following  new  section: 

"SEC.  9507.  OIL  SPILL  LIABILITY  TRUST  KIND. 

"(a)  Creation  of  Trust  Fund.- There  is 
established  in  the  Treasury  of  the  United 
States  a  trust  fund  to  be  known  as  the  'Oil 
Spill  Liability  Trust  Fund",  consisting  of 
such  amounts  as  may  be  appropriated  or 
credited  to  such  Trust  Fund  as  provided  in 
this  section  or  section  9602(b). 

■(b)  Transfers  to  Trust  Fund.— There 
are  hereby  appropriated  to  the  Oil  Spill  Li- 
ability Trust  Fund  amounts  equivalent  to— 

"(1)  taxes  received  in  the  Treasury  under 
section  4611  (relating  to  environmental  tax 
on  petroleum)  to  the  extent  attributable  to 
the  Oil  Spill  Liability  Trust  Fund  financing 
rate  under  section  4611(c), 

"(2)  amounts  recovered,  collected,  or  re- 
ceived under  subtitle  A  of  the  Comprehen- 
sive Oil  Pollution  Liability  and  Compensa- 
tion Act, 

"(3)  amounts  remaining  on  the  date  of  the 
enactment  of  this  section  in  the  Deep  Water 
Port  Liability  Fund  established  by  section 
18(f)  of  the  Deep  Water  Port  Act  of  1974. 

"(4)  amounts  remaining  on  the  date  of  the 
enactment  of  this  section  in  the  Offshore 
Oil  Pollution  Compensation  Fund  estab- 
lished under  section  302  of  the  Outer  Conti- 
nental Shelf  Lands  Act  Amendments  of 
1978.  and 

"(5)  amounts  credited  to  such  trust  fund 
under  section  311(s)  of  the  Federal  Water 
Pollution  Control  Act. 

"(c)  Expenditures.— 

"(1)  General  expenditure  purposes.— 

■(A)  In  general.— Amounts  in  the  Oil  Spill 
Liability  Trust  Fund  shall  be  available,  as 
provided  in  appropriation  Acts,  only  for  pur- 
poses of  making  expenditures  for— 

"(i)  the  payment  of  removal  costs  de- 
scribed in  section  6501(24)(A)  of  the  Com- 
prehensive Oil  Pollution  Liability  and  Com- 
pensation Act, 

"(ii)  the  payment  of  claims  under  the 
Comprehensive  Oil  Pollution  Liability  and 
Compensation  Act  for  damage  which  is  not 
otherwise  compensated, 

"(iii)  carrying  out  subsections  (c),  (d),  (i), 
and  (1)  of  section  311  of  the  Federal  Water 
Pollution  Control  Act  with  respect  to  any 
discharge  of  oil  (as  defined  in  such  section), 

"(iv)  carrying  out  section  5  of  the  Inter- 
vention on  the  High  Seas  Act  relating  to  oil 
pollution  or  the  substantial  threat  of  oil 
pollution. 

"(v)  the  payment  of  all  expenses  of  admin- 
istration incurred  by  the  Federal  Govern- 


ment under  the  Comprehensive  Oil  Pollu- 
tion Liability  and  Compensation  Act.  and 

"(vi)  the  payment  of  contributions  to  the 
International  Fund  under  section  6544  of 
such  Act. 

"(B)  Special  rules.— 

"(i)  Payments  to  governments  only  for 
REMOVAL  costs.— Amounts  shall  be  available 
under  subparagraph  (A)  for  payments  to 
any  government  only  for  removal  costs  and 
administrative  expenses  related  to  removal 
costs. 

"(ii)  Restrictions  on  contributions  to 
international  fund.— Under  regulations 
prescribed  by  the  Secretary,  amounts  shall 
be  available  under  subparagraph  (A)  with 
respect  to  any  contribution  to  the  Interna- 
tional Fund  only  in  proportion  to  the  por- 
tion of  such  fund  used  for  a  purpose  for 
which  amounts  may  be  paid  from  the  Oil 
Spill  Liability  Trust  Fund. 

"(iii)  References  to  other  acts.— Any  ref- 
erence in  any  clause  of  subparagraph  (A)  to 
any  Act  shall  be  treated  as  a  reference  to 
such  Act  as  in  effect  on  the  date  of  the  en- 
actment of  this  section. 

"(2)  Limitations  on  expenditures.- 

"(A)  $200,000,000  PER  INCIDENT.— The  max- 
imum amount  which  may  be  paid  from  the 
Oil  Spill  Liability  Trust  Fund  with  respect 
to  any  single  incident  shall  not  exceed 
$200,000,000. 

•(B)  $30,000,000  MINIMUM  balance.— 
Except  in  the  case  of  payments  described  in 
paragraph  (l)(A)(i),  a  payment  may  be 
made  from  such  Trust  Fund  only  if  the 
amount  in  such  Trust  Fund  after  such  pay- 
ment will  not  be  less  than  $30,000,000. 

"(d)  Authority  To  Borrow.— 

"(1)  In  general.— There  are  authorized  to 
be  appropriated  to  the  Oil  Spill  Liability 
Trust  Fund,  as  repayable  advances,  such 
sums  as  may  be  necessary  to  carry  out  the 
purposes  of  such  Trust  Fund. 

"(2)  Limitation  on  amount  outstand- 
ing.—The  maximum  aggregate  amount  of 
repayable  advances  to  the  Oil  Spill  Liability 
Trust  Fund  which  is  outstanding  at  any  one 
time  shall  not  exceed  $300,000,000. 

"(3)  Repayment  of  advances.— 

■(A)  In  general.— Advances  made  to  the 
Oil  Spill  Liability  Trust  Fund  shall  be 
repaid,  and  interest  on  such  advances  shall 
be  paid,  to  the  general  fund  of  the  Treasury 
when  the  Secretary  determines  that  moneys 
are  available  for  such  purposes  in  such 
Fund. 

"(B)  Final  repayment.— No  advance  shall 
be  made  to  the  Oil  Spill  Liability  Trust 
Fund  after  September  30,  1991,  and  all  ad- 
vances to  such  Fund  shall  be  repaid  on  or 
before  such  date. 

"(C)  Rate  of  interest.— Interest  on  ad- 
vances made  pursuant  to  this  subsection 
shall  be  at  a  rate  determined  by  the  Secre- 
tary of  the  Treasury  (as  of  the  close  of  the 
calendar  month  preceding  the  month  in 
which  the  advance  is  made)  to  be  equal  to 
the  current  average  market  yield  on  out- 
standing marketable  obligations  of  the 
United  States  with  remaining  periods  to  ma- 
turity comparable  to  the  anticipated  period 
during  which  the  advance  will  be  outstand- 
ing and  shall  be  compounded  annually. 

"(e)  Liability  of  the  United  States  Lim- 
ited TO  Amount  in  Trust  Fund.— 

"(1)  General  rule.— Any  claim  filed 
against  the  Oil  Spill  Liability  Trust  Fund 
may  be  paid  only  out  of  such  Trust  Fund. 

"(2)  Coordination  with  other  provi- 
sions.—Nothing  in  the  Comprehensive  Oil 
Pollution  Liability  and  Compensation  Act 
(or  in  any  amendment  made  by. such  Act) 
shall  authorize  the  payment  by  the  United 


States  Government  of  any  amount  with  re- 
spect to  any  such  claim  out  of  any  source 
other  than  the  Oil  Spill  Liability  Trust 
Fund. 

"(f)  Order  in  Which  Unpaid  Claims  Are 
To  Be  Paid.— If  at  any  time  the  Oil  Spill  Li- 
ability Trust  Fund  has  insufficient  funds  (or 
is  unable  by  reason  of  subsection  (c)(2))  to 
pay  all  of  the  claims  out  of  such  Trust  Fund 
at  such  time,  such  claims  shall,  to  the 
extent  permitted  under  such  subsections,  be 
paid  in  full  in  the  order  in  which  they  were 
finally  determined." 

(b)  Clerical  Amendment.— The  table  of 
sections  for  subchapter  A  of  chapter  98  of 
such  Code  is  amended  by  adding  after  the 
item  relating  to  section  9506  the  following 
new  item: 

"Sec.  9507.  Oil  Spill  Liability  Trust  Fund." 

(c)  Effective  Date.— The  amendmenU 
made  by  this  section  shall  take  effect  on 
January  1,  1987. 

PART  VII— CUSTOMS  REVENUES 

SEC.  10361.  CUSTOMS  USER  FEE  FOR  THE  PROCESS- 
ING  OF  MERCHANDISE  ENTRIES. 

(a)  Amount  of  Fee.— Subsection  (a)  of  sec- 
tion 13031  of  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985  (19  U.S.C. 
58c(a))  is  amended  by  adding  at  the  end 
thereof  the  following  new  paragraph: 

"(9)  For  the  processing  of  each  formal 
entry  of  merchandise  for  consumption,  a  fee 
(which  is  imposed  on  the  importer  of  record 
of  the  merchandise)  in  an  amount  equal  to 
the  following  percentage  of  the  appraised 
value,  as  determined  under  the  customs 
laws,  of  the  merchandise: 

"(A)  0.5  percent  if  the  merchandise  is  en- 
tered after  November  30,  1986.  and  before 
October  1,  1987. 

•(B)  0.2  percent  if  the  merchandise  is  en- 
tered after  September  30.  1987. 
For  purposes  of  this  paragraph,  the  term 
•merchandise'  does  not  include  any  article 
classifiable  under  any  provision  of  schedule 
8  of  the  Tariff  Schedules  of  the  United 
States.". 

(b)  Customs  User  Fee  Account.— Para- 
graph (1)  of  section  13031(f)  of  the  Consoli- 
dated Omnibus  Budget  Reconciliation  Act 
of  1985  (19  U.S.C.  58c(f)(l))  is  amended  to 
read  as  follows:  ••(!)  Notwithstanding  sec- 
tion 524  of  the  Tariff  Act  of  1930  (19  U.S.C. 
1524),  all  of  the  fees  collected  under  subsec- 
tion (a)  shall  be  deposited  into  a  separate 
account,  which  shall  be  known  as  the  Cus- 
toms User  Fee  Account',  within  the  general 
fund  of  the  Treasury  of  the  United  States. 
Except  as  provided  in  paragraph  (2).  all 
monies  in  the  Customs  User  Fee  Account 
shall  be  available,  to  the  extent  provided  for 
in  appropriation  Acts,  for  the  necessary  ex- 
penses of  the  United  States  Customs  Service 
in  carrying  out  its  operations,  except  oper- 
ations funded  under  the  Customs  Forfeiture 
Fund.  At  the  close  of  fiscal  year  1988  and 
each  even-numbered  fiscal  year  occurring 
thereafter,  the  Secretary  of  the  Treasury 
shall  submit  a  report  to  the  Committee  on 
Ways  and  Means  of  the  House  of  Represent- 
atives and  the  Committee  on  Finance  of  the 
Senate  regarding  how  the  fees  imposed 
under  subsection  (a)  should  be  adjusted  in 
order  that  the  balance  of  the  Customs  User 
Fee  Account  approximates  a  zero  balance. 
Before  making  recommendations  regarding 
any  such  adjustments,  the  Secretary  of  the 
Treasury  shall  provide  adequate  opportuni- 
ty for  public  comment.  The  recommenda- 
tions shall,  as  precisely  as  possible,  propose 
fees  which  reflect  the  actual  costs  to  the 
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United  States  Government  for  the  services 
provided  by  the  Customs  Service.". 

PART  VIII— COORDINATION  WITH  OTHER 
PROVISIONS 

SEC.    lOni.  CXMRDINATION   WITH   OTHER    PROVI- 
SIONS. 

Nothing  in  any  provision  of  this  Act 
(other  than  this  title)  shall  be  construed 
as— 

(1)  imposing  any  tax  (or  exempting  any 
person  or  property  from  any  tax ). 

(2)  establishing  any  trust  fund,  or 

<3)  authorizing  amounts  to  be  expended 
from  any  trust  fund. 

Page  552,  after  line  2.  insert  the  following 
new  title: 

TITLE  XI— MISCELLANEOUS 

SEC.  IIOOI.  APPROPRIATIONS  REDICTION. 

(a)  Appropriations  Reduction.— All  dis- 
cretionary appropriations  made  for  fiscal 
year  1987  in  any  Act  making  or  continuing 
appropriations  (whether  enacted  before  or 
after  the  enactment  of  this  Act)  shall  be 
automatically  reduced,  in  the  manner  de- 
scribed in  subsection  (b).  to  the  extent  nec- 
essary to  achieve  a  reduction  in  budget  out- 
lays to  a  level  $1,000,000,000  below  the  level 
of  outlays  allocated  in  House  Report  99-666 
to  the  Committee  on  Appropriations  pursu- 
ant to  section  302(a)  of  the  Congressional 
Budget  Act  of  1974  in  such  fiscal  year. 

(b)  Manner  of  Reduction.— The  reduction 
in  discretionary  appropriations  under  sub- 
section (a)  shall  be  made  in  the  manner  pro- 
vided in  section  251(a)(3)(B)  of  the  Bal- 
anced Budget  and  Emergency  Deficit  Con- 
trol Act  of  1985,  as  though  subsection  (a)  of 
this  section  were  a  I»residential  order  issued 
under  section  252  of  such  Act  and  the 
amount  of  the  deficit  excess  to  be  eliminat- 
ed were  the  amount  necessary  to  achieve  a 
reduction  in  budget  outlays  to  a  level 
$1,000,000,000  below  the  level  of  outlays  al- 
located in  House  Report  99-666  to  the  Com- 
mittee on  Appropriations  pursuant  to  sec- 
tion 302(a)  of  the  Congressional  Budget  Act 
of  1974  in  such  fiscal  year,  and  shall  talie 
'effect  on  the  date  of  the  enactment  of  this 

Act  or  the  date  of  the  enactment  of  such 
Act  making  or  continuing  appropriations, 
whichever  is  later. 

SEC.    11002.   APPROPRIATIONS   KOR   IRS   ENF(tRlE- 
WENT. 

For  purposes  of  reconciliation,  in  order  to 
provide  for  an  accurate  estimate  of  revenue 
raised  by  increased  appropriations  for  the 
Internal  Revenue  Service,  the  enacted  ap- 
propriations measure  providing  funding  for 
the  Internal  Revenue  Service  for  the  fiscal 
year  ending  September  30.  1987,  will  include 
the  following  funding  levels,  for  "Salaries 
and  Expenses'".  $95,147,000:  for  Processing 
Tax  Returns".  $1,332,902,000;  for  Examina- 
tions and  Appeals",  $1,623,162,000:  and  for 
•Investigation,  Collection,  and  Taxpayer 
Service".  $1,196,581,000:  Provided.  That  the 
allocation  to  the  Senate  Committee  on  Ap- 
propriations pursuant  to  section  302(a)  of 
the  Budget  Act.  as  amended,  under  Senate 
Concurrent  Resolution  120.  the  concurrent 
resolution  on  the  budget  for  fiscal  year 
1987.  is  increased  by  $300,000,000  in  both 
new  budget  authority  and  outlays. 

SEC.  II0O.T  REVENl  ESHARIN(;  PAYMENTS. 

NotwithsUnding  section  6702(b)  of  title 
31.  United  States  Code,  the  Secretary  of  the 
Treasury  shall  make  the  installment  pay- 
ment of  revenue  sharing  funds  under  chap- 
ter 67  of  such  title  that  is  otherwise  re- 
quired to  be  paid  on  or  before  October  5. 
1986.  by  no  later  than  September  30,  1986. 


SEC.  11004.  B(  IMiETARV  TREATMENT  OF  SALES  OP 
LOAN  ASSETS. 

(a)  Asset  Sales  as  Deficit  Reductions.— 
Any  sale  (whether  with  or  without  recourse) 
of  loan  assets  by  the  United  States  shall  be 
treated  as  a  sale  of  assets  and  counted  as 
offsetting  collections  which  reduce  the  fed- 
eral deficit  for  purposes  of  Part  C  of -the 
Balanced  Budget  and  Emergency  Deficit 
Control  Act  of  1985.  In  calculating  the 
budget  base  levels  and  in  estimating  the  def- 
icit under  sections  251(a)(1)  and  251(c)(1)  of 
such  Act  and  under  any  other  appropriate 
provision  of  such  Act.  the  Director  of  the 
Office  of  Management  and  Budget  and  the 
Director  of  the  Congressional  Budget  Office 
shall  treat  any  sale  of  loan  assets  (whether 
with  or  without  recourse)  as  a  reduction  of 
the  federal  deficit. 

(b)  Budget  Submissions  of  the  Presi- 
dent.—For  purposes  of  the  President's 
budget  submissions  under  chapter  11  of  title 
31  of  the  Unites  States  Code,  any  sale 
(whether  with  or  without  recourse)  of  loan 
assets  by  the  United  States  shall  be  treated 
as  a  sale  of  assets  and  counted  as  offsetting 
collections  which  reduce  the  federal  deficit. 
SEC.  1 100.1.  EDI  CATION  pr(k;ram  redcctions. 

For  provisions  of  law  which  reduce  spend- 
ing in  programs  within  the  jurisdiction  of 
the  Committee  on  Education  and  Labor,  see 
the  conference  report  on  S.  1965.  the  Higher 
Education  Amendments  of  1986  (H.  Report 
99-861). 

Page  2.  after  the  item  relating  to  title  X 
(which  appears  between  lines  1  and  2), 
insert  the  following: 

Title  XI.  Miscellaneous. 

On  page  2.  on  line  11.  insert  to  the  Gov- 
ernment" after  "proceeds". 

On  page  2.  between  lines  12  and  13.  insert 
the  following: 

"(1)  $1,000,000,000  from  such  sales  during 
fiscal  year  1987, ". 

On  page  2.  on  line  13.  strike  out  "(1)"  and 
insert  in  lieu  thereof  '(2)".  and  on  line  15. 
strike  out  "(2)"  and  insert  in  lieu  thereof 
■■(3)". 

On  page  3.  strike  out  lines  6  through  11 
and  insert  in  lieu  thereof  the  following: 

"(c)  Contract  Provisions.— Consistent 
with  section  309A(e)  of  the  Consolidated 
Farm  and  Rural  Development  Act,  as 
amended  by  subsection  (b).  any  sale  of 
notes,  as  described  in  subsection  (a),  shall 
not  alter  the  terms  specified  in  the  note, 
except  that,  on  sale,  a  note  shall  not  be  sub- 
ject to  the  provisions  of  section  333(c)  of  the 
Consolidated  Farm  and  Rural  Development 
Act. ". 

On  page  4.  after  line  3.  insert  the  follow- 
ing: 

•(f)  Prior  to  selling  any  note,  as  described 
in  subsection  (a),  the  Secretary  of  Agricul- 
ture shall  require  persons  offering  to  pur- 
chase the  note  to  demonstrate  an  ability  to 
service,  or  provide  resources  for  servicing, 
the  loans  represented  by  the  note,  including 
the  ability  or  resources  to  provide  technical 
assistance,  additional  credit,  and  such  other 
services  that  the  Secretary  deems  necessary 
to  ensure  the  continued  performance  of  the 
loan.''. 

On  page  4.  on  line  13.  insert  '•(or  any  loan 
advance  thereunder)"  after  •loan",  and  on 
line  14.  insert  '•'or  advance)^'  after  'loan^'. 

On  page  4.  line  17.  strike  out  "antee,"  and 
insert  in  lieu  thereof  "antee  (which  shall  be 
fully  transferable  and  assignable  without 
condition).". 

On  page  4.  strike  out  lines  18  to  20  and 
insert  in  lieu  thereof  the  following: 

•••(3)  the  borrower  certifies  that  any  sav- 
ings from  such  prepayment  will  be  passed 


on  to  its  consumers  or  used  to  improve  the 
financial  strength  of  the  borrower  in  cases 
of  financial  hardship.' ". 

On  page  6.  line  5,  strike  out  "loan."  and 
insert  in  lieu  thereof  the  following:  "loan, 
except  when  sold  to  or  prepaid  by  the  bor- 
rower at  the  lesser  of  the  outstanding  prin- 
cipal balance  due  on  the  loan  or  the  loan's 
present  value  discounted  from  the  face 
value  at  maturity  at  the  rate  set  by  the  Ad- 
ministrator. The  exception  contained  in  the 
preceding  sentence  shall  be  effective  for  the 
period  ending  September  30,  1987.". 

On  page  6,  strike  out  "To  the  extent"  on 
line  15  and  all  that  follows  down  through 
the  end  of  line  22,  and  insert  in  lieu  thereof 
the  following:  "The  regulations  shall  facili- 
tate prepayments  of  loans,  as  described  in 
subsection  (a)  except  as  specifically  provid- 
ed for  in  this  Act,  that  increases  the  cost  to 
borrowers  of  obtaining  private  capital  for 
prepayment.". 

Page  18.  strike  line  16  and  all  that  follows 
through  page  25.  line  3.  and  insert  the  fol- 
lowing: 

TITLE  III— COMMITTEE  ON  BANKING, 
FINANCE  AND  URBAN  AFFAIRS 

SEC.  3001.  SALE  OF  RCRAL  HOCSING  LOANS. 

(a)  Required  Sales  to  Public— The  Sec- 
retary of  Agriculture  shall  take  such  actions 
as  may  be  necessary  to  ensure  that  loans 
made  under  title  V  of  the  Housing  Act  of 
1949  are  sold  to  the  public  in  amounts  suffi- 
cient to  provide  a  net  reduction  in  outlays, 
from  the  proceeds  of  such  sales,  of  not  less 
than— 

(1)  $1,405,000,000  in  fiscal  year  1987: 

(2)  $549,000,000  in  fiscal  year  1988:  and 

(3)  $462,000,000  in  fiscal  year  1989. 

(b)  Procedures  and  Terms  of  Sales.— 

(1)  Establishment  of  guidelines.— The 
Secretary  of  Agriculture  shall  establish  spe- 
cific guidelines  for  the  sale  of  loans  under 
subsection  (a).  The  guidelines  shall  address 
the  procedures  and  terms  applicable  to  the 
sale  of  the  loans,  including  the  kind  of  pro- 
tections that  should  be  provided  to  borrow- 
ers and  terms  that  will  ensure  that  the  sale 
of  the  loans  will  be  made  at  the  lowest  prac- 
ticable cost  to  the  Federal  Government. 

(2)  Assistance  by  federal  financing 
BANK.— In  selling  loans  to  the  public  under 
subsection  (a),  the  Secretary  of  Agriculture 
shall  use  the  Federal  Financing  Bank  as  an 
agent  to  sell  the  loans,  unless  the  Secretary 
determines  that  the  sale  of  loans  directly  by 
the  Secretary  will  result  in  a  higher  rate  of 
return  to  the  Federal  Government.  If  the 
Secretary  determines  to  sell  loans  directly 
under  this  paragraph,  the  Secretary  shall 
notify  the  Federal  Financing  Bank  of  such 
determination  and  the  loans  involved  and. 
to  the  extent  practicable,  shall  implement 
any  reasonable  recommendations  that  may 
be  made  by  the  Federal  Financing  Bank 
with  respect  to  the  procedures  and  terms 
applicable  to  the  sale. 

(c)  Reports  to  Congress.— 

(1)  Notification  of  initial  loan  sale.— 
Not  less  than  20  days  before  the  initial  sale 
of  loans  under  subsection  (a),  the  Secretary 
of  Agriculture  shall  submit  a  report  to  the 
Committee  on  Banking.  Housing,  and  Urban 
Affairs  of  the  Senate  and  the  Committee  on 
Banking.  Finance  and  Urban  Affairs  of  the 
House  of  Representatives  containing  an  esti- 
mate of  the  amount  of  the  discount  at 
which  loans  will  be  sold  at  such  initial  sale 
and  an  estimate  of  the  discount  at  which 
loans  will  be  sold  at  each  subsequent  sale 
during  fiscal  year  1987. 

(2)  Reports  by  secretary.— The  Secretary 
of  Agriculture  shall  submit  periodic  reports 
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to  the  Committee  on  Banking,  Housing,  and 
Urban  Affairs  of  the  Senate  and  the  Com- 
mittee on  Banking,  Finance  and  Urban  Af- 
fairs of  the  House  of  Representatives  set- 
ting forth  the  activities  of  the  Secretary 
under  this  section.  Each  report  shall  include 
the  guidelines  established  under  subsection 
(b)(1),  a  description  of  the  loans  sold  under 
subsection  (a),  and  an  analysis  of  the  net  re- 
duction in  outlays  provided  by  the  sale  of 
the  loans.  The  Secretary  shall  submit  the 
first  report  under  this  paragraph  not  later 
than  60  days  after  the  date  of  the  enact- 
ment of  this  Act,  and  shall  submit  subse- 
quent reports  each  60  days  thereafter 
through  the  end  of  fiscal  year  1989. 

(3)  Reports  by  comptroller  general.— 
The  Comptroller  General  of  the  United 
States  shall  conduct  an  audit  and  evaluation 
of  the  activities  of  the  Secretary  of  Agricul- 
ture described  in  each  report  submitted 
under  paragraph  (1)  or  (2),  in  accordance 
with  such  regulations  as  the  Comptroller 
General  may  prescribe.  The  Comptroller 
General  shall  have  access  to  such  books, 
records,  accounts,  and  other  materials  of 
the  Secretary  as  the  Comptroller  General 
determines  necessary  to  conduct  each  such 
audit  and  evaluation.  The  Comptroller  Gen- 
eral shall  submit  to  the  Committee  on 
Banking,  Housing,  and  Urban  Affairs  of  the 
Senate  and  the  Committee  on  Banking.  Pi- 
nance  and  Urban  Affairs  of  the  House  of 
Representatives  a  report  setting  forth  the 
results  of  each  such  audit  and  evaluation. 

(d)  Relation  to  Other  Law.— The  sale  of 
loans  under  subsection  (a)  shall  not  be  sub- 
ject to  any  requirement  under  section  517  of 
the  Housing  Act  of  1949  or  any  other  law 
that  the  loans  be  insured  or  guaranteed 
when  sold,  or  to  any  requirement  under 
paragraph  (2)  or  (3)  of  subsection  (d>  of 
such  section  517. 

SEC.  3002.  SALE  OK  EXFORT-IMPOKT  BANK  LOAN.S 

The  Export -Import  Bank  Act  of  1945  (12 
U.S.C.  635  et  seq.)  is  amended  by  adding  ai 
the  end  thereof  the  following  new  section: 

•  SEf.  15.  SALE  OE  BANK  LOANS. 

"(a)  Required  Sales  to  Public— The 
Board  of  Directors  shall  take  such  actions 
as  may  be  necessary  to  ensure  that  loans 
made  by  the  Bank  under  this  Act  are  sold  to 
the  public  in  amounts  sufficient  to  provide  a 
net  reduction  in  outlays  of  not  less  than 
$2,810,000,000  in  fiscal  year  1987  from  the 
proceeds  of  such  sales. 

••(b)  Procedures  and  Terms  of  Sales.— 
"(1)  Establishment  of  guidelines.— The 
Board  of  Directors  shall  establish  specific 
guidelines  for  the  sale  of  loans  under  sub- 
section (a).  The  guidelines  shall  address  the 
procedures  and  terms  applicable  to  the  sale 
of  the  loans,  including  terms  that  will 
ensure  that  the  sale  of  the  loans  will  bring 
the  highest  possible  return  to  the  Federal 
Government. 

•■(2)  Assistance  by  federal  financing 
BANK.— In  selling  loans  to  the  public  under 
subsection  (a),  the  Board  of  Directors  shall 
use  the  Federal  Financing  Bank  as  an  agent 
to  sell  the  loans,  unless  the  Board  of  Direc- 
tors determines  that  the  sale  of  loans  direct- 
ly by  the  Export-Import  Bank  will  result  in 
a  higher  rate  of  return  to  the  Federal  Gov- 
ernment. If  the  Board  of  Directors  deter- 
mines to  sell  loans  directly  under  this  para- 
graph, the  Board  shall  notify  the  Federal 
Financing  Bank  of  such  determination  and 
the  loans  involved  and,  to  the  extent  practi- 
cable, shall  implement  any  reasonable  rec- 
ommendations that  may  be  made  by  the 
Federal  Financing  Bank  with  respect  to  the 
procedures  and  terms  applicable  to  the  sale. 

"(c)  Reports  to  Congress.— 


"(1)  Notification  of  initial  loan  sale.— 
Not  less  than  20  days  before  the  initial  sale 
of  loans  under  subsection  (a),  the  Board  of 
Directors  shall  submit  a  report  to  the  Com- 
mittee on  Banking,  Housing,  and  Urban  Af- 
fairs of  the  Senate  and  the  Committee  on 
Banking,  Finance  and  Urban  Affairs  of  the 
House  of  Representatives  containing  an  esti- 
mate of  the  amount  of  the  discount  at 
which  loans  will  be  sold  at  such  initial  sale 
and  an  estimate  of  the  discount  at  which 
loans  will  be  sold  at  each  subsequent  sale 
during  fiscal  year  1987. 

"(2)  Reports  by  bank.— The  Board  of  Di- 
rectors shall  submit  periodic  reports  to  the 
Committee  on  Banking,  Housing,  and  Urban 
Affairs  of  the  Senate  and  the  Committee  on 
Banking.  Finance  and  Urban  Affairs  of  the 
House  of  Representatives  setting  forth  the 
activities  of  the  Board  of  Directors  under 
this  section.  Each  such  report  shall  include 
the  guidelines  established  under  subsection 
(b)(1).  a  description  of  the  loans  sold  under 
subsection  (a),  and  an  analysis  of  the  net  re- 
duction in  outlays  provided  by  the  sale  of 
such  loans.  The  Board  of  Directors  shall 
submit  the  first  report  under  this  paragraph 
not  later  than  60  days  after  the  date  of  the 
enactment  of  this  Act.  and  shall  submit  sub- 
sequent reports  each  60  days  thereafter 
through  the  end  of  fiscal  year  1987. 

••(3)  Reports  by  comptroller  general.— 
The  Comptroller  General  of  the  United 
States  shall  conduct  an  audit  and  evaluation 
of  the  activities  of  the  Board  of  Directors 
described  in  each  report  submitted  under 
paragraph  (1)  or  '2).  in  accordance  with 
such  regulations  as  the  Comptroller  Gener- 
al may  prescribe.  The  Comptroller  General 
shall  have  access  to  such  books,  records,  ac- 
counts, and  other  materials  of  the  Board  of 
Directors  as  the  Comptroller  General  deter- 
mines necessary  to  conduct  each  such  audit 
and  evaluation.  The  Comptroller  General 
shall  submit  to  the  Committee  on  Banking. 
Housing,  and  Urban  Affairs  of  the  Senate 
and  the  Committee  on  Banking.  Finance 
and  Urban  Affairs  of  the  House  of  Repre- 
sentatives a  report  setting  forth  the  results 
of  each  such  audit  and  evaluation. 

■•(d)  Securities  Laws  Not  Applicable  to 
Sales.— The  sale  of  any  loan  by  the  Bank 
under  this  section  shall  not  be  subject  to 
any  Federal  or  State  securities  law.". 

SEC.  :i003.  THE  HOI  SIN(;  ACT  OF  ISHfi. 

The  provisions  of  H.R.  1.  as  passed  by  the 
House  ef  Representatives  on  June  12.  1986, 
are  hereby  enacted  into  law. 

II.  The  following  are  the  amendments 
made  in  order  under  House  Resolution. 

An  amendment  to  be  offered  by  Mr. 
Rodino  of  New  Jersey,  or  his  designee,  to  be 
debatable  for  not  to  exceed  30  minutes,  to 
be  equally  divided  and  controlled  by  the 
proponent  of  the  amendment  and  a  member 
opposed  thereto. 

On  page  160  strike  line  15  and  all  that  fol- 
lows thereafter  through  page  161.  line  10. 

An  amendment  to  be  offered  by  Mr.  Wylie 
of  Ohio  or  his  designee,  to  be  debatable  for 
not  to  exceed  30  minutes,  to  be  equally  di- 
vided and  controlled  by  the  proponent  of 
the  amendment  and  a  member  opposed 
thereto. 

Strike  section  3003  of  the  bill  as  inserted 
by  the  first  group  of  amendments. 

III.  The  following  are  the  amendments 
made  in  order  under  House  Resolution. 

An  amendment  to  be  offered  by  Mr. 
Rodino  of  New  Jersey,  or  his  designee,  to  be 
debatable  for  not  to  exceed  30  minutes,  to 
be  equally  divided  and  controlled  by  the 
proponent  of  the  amendment  and  a  member 
opposed  thereto. 


On  page  160  strike  line  15  and  all  that  fol- 
lows thereafter  through  page  161,  line  10. 

An  amendment  to  be  offered  by  Mr.  Wylie 
of  Ohio  or  his  designee,  to  be  debatable  for 
not  to  exceed  30  minutes,  to  be  equally  di- 
vided and  controlled  by  the  proponent  of 
the  amendment  and  a  member  opiMsed 
thereto. 

Strike  section  3003  of  the  bill  as  inserted 
by  the  first  group  of  amendments. 

Mr.  LEATH  of  Texas.  Mr.  Chair- 
man, I  would  ask  the  gentlewoman 
from  Illinois  [Mrs.  Martin]  if  she  has 
any  closing  statement  she  would  like 
to  make  under  the  imanimous-consent 
request? 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, we  are  sitting  here  waiting  for 
the  amendment  we  thought  was  going 
to  be  offered. 

Mr.  LEATH  of  Texas.  I  think  we  are 
both  surprised  that  we  did  not  have 
one. 

Mrs.  MARTIN  of  Illinois.  Yes,  the 
chairman  of  the  committee,  obviously, 
has  not  chosen  to  offer  the  amend- 
ment. 

Yes,  I  will  use  up  the  5  minutes,  if 
that  is  what  the  Chair  wishes  to  move 
to. 

Mr.  LEATH  of  Texas.  In  the  mean- 
time, we  will  look  for  our  chairman  to 
use  up  his  lime. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man. I  would  caution  the  gentleman 
that  we  are  not  going  to  go  back  and 
forth  on  this.  If  he  is  not  here,  we  will  • 
not  be  doing  the  amendment. 

Mr.  LEATH  of  Texas.  No,  I  meant 
for  the  5  minutes. 

Mrs.  MARTIN  of  Illinois.  Yes, 
indeed. 

Mr.  Chairman.  I  am  going  to  ask  for 
a  clarification. 

May  I  assume  from  the  Chair  that 
the  minority  will  be  using  its  5  min- 
utes or  that  amount  of  it  that  it  choos- 
es; then  to  the  majority,  to  the  chair- 
man or  his  designee,  and  then  we  will 
move  to  the  vote:  that  we  are  now 
through  with  amendments  since  none 
have  been  presented.  Is  that  correct? 

The  CHAIRMAN.  The  Chair  will 
state  that  the  gentlewoman  is  correct; 
that  she  would  have  her  5  minutes  and 
then  the  gentleman  from  Texas  [Mr. 
Leath]  would  have  his  5  minutes,  since 
neither  amendment  made  in  order  is 
being  offered. 

Mrs.  MARTIN  of  Illinois.  Mr.  Chair- 
man, I  believe  the  ilouse  is  ready  for  a 
vote.  I  will  yield  back  my  5  minutes. 

The  CHAIRMAN.  What  is  the  pleas- 
ure of  the  gentleman  from  Pennsylva- 
nia? 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Chairman,  it  is  my  understanding  that 
we  have  5  minutes  left,  and  the  other 
side  has  yielded  back  the  balance  'of 
their  time.  Is  that  correct? 

The  CHAIRMAN.  The  gentleman  is 
correct. 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Chairman,  my  colleagues,  let  me  con- 
clude by  saying  we  have  had  a  lively 
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and  spirited  debate,  and  I  think  all  of 
us  who  have  spoken  have  really  stated 
a  concern  that  we  share. 

I  think  all  who  have  come  to  the 
well;  Republicans,  Democrats,  moder- 
ates, conservatives,  liberals,  are  truly 
concerned  about  this  deficit.  We  may 
not  agree  on  the  best  way  to  go  about 
it,  but  I  would  just  say,  Mr.  Chairman, 
that  this  vote  today  is  not  going  to  be 
on  whether  we  have  the  ideal  package 
that  each  of  us  would  want;  whether 
or  not  this  package  represents  3  or  4 
months  of  deliberations,  or  whether  or 
not  this  package  will  solve  the  prob- 
lem. It  will  not. 

I  would  just  ask  my  colleagues  to  re- 
member one  thing.  That  is,  if  we  do 
not  have  this  package,  what  other 
package  can  be  put  together  that  gets 
us  $15  billion  worth  of  deficit  reduc- 
tion, gets  signed  by  the  President 
which  it  must  be,  and  can  pass  this 
House  by  218  votes,  as  well  as  the 
other  body. 

Therefore  I  think  when  you  ask 
yourself  that  question,  and  the  time 
limit  that  we  have  which  is  by  next 
Wednesday,  we  must  reduce  the  deficit 
by  $15  billion  for  1987;  I  think  we 
come  up  with  one  answer:  That  answer 
is,  this  is  the  vehicle. 

Therefore,  I  urge  Members  to  vote 
for  this  reconciliation  package.  It  is 
not  perfect,  it  does  not  do  all  that 
many  of  us  would  like  it  to  do.  Howev- 
er, it  does  get  the  job  done.  It  would 
be  irresponsible  for  us  to  allow  a  $24 
billion  sequester  to  take  place.  There- 
fore, I  thank  my  colleagues  from  the 
other  side  for  their  leadership,  and  I 
urge  all  Members  to  vote  for  this  rec- 
onciliation package. 

The  CHAIRMAN.  All  time  has  ex- 
pired. 
Under  the  rule,  the  Committee  rises. 
Accordingly  the  committee  rose;  and 
the  Speaker  pro  tempore  (Mr.  Mont- 
gomery) having  assumed  the  chair, 
Mr.  Seiberling,  chairman  of  the  Com- 
mittee of  the  Whole  House  on  the 
State  of  the  Union,  reported  that  that 
Committee,  having  had  under  consid- 
eration the  bill  (H.R.  5300)  to  provide 
for  reconciliation  pursuant  to  section  2 
of  the  concurrent  resolution  on  the 
budget  for  fiscal  year  1987.  pursuant 
to  House  Resolution  558,  he  reported 
the  bill  back  to  the  House  with  sundry 
amendments  adopted  by  the  Commit- 
tee of  the  Whole. 

The  SPEAKER  pro  tempore.  Under 
the  rule,  the  previous  question  is  or- 
dered. 

The  amendments  printed  in  section 
1  of  House  Report  99-871  are  consid- 
ered as  having  been  adopted. 

The  question  is  on  the  engrossment 
and  third  reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read 
the  third  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  passage  of  the  bill. 


The  question  was  taken;  and  the 
Speaker  pro  tempore  announced  that 
the  ayes  appeared  to  have  it. 

Mr.  FRENZEL.  Mr.  Speaker.  I  object 
to  the  vote  on  the  ground  that  a 
quorum  is  not  present  and  make  the 
point  of  order  that  a  quorum  is  not 
present. 

The  SPEAKER  pro  tempore.  Evi- 
dently a  quorum  is  not  present. 

The  Sergeant  at  Arms  will  notify 
absent  Members. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  309,  nays 
106,  not  voting  17,  as  follows: 
[Roll  No.  408] 


Abercrombie 

.^ckerman 

Akaka 

Alexander 

Andrews 

Annunzio 

Anthony 

Applegate 

Aspin 

Atkins 

AuCoin 

Barnard 

Barllett 

Bateman 

Bates 

Bedell 

Bennett 

Bentley 

Bereuter 

Herman 

Bevill 

Biaggi 

Bilirakis 

Bliley 

Boehlert 

Boggs 

Boner  (TN) 

Bonior  (MI) 

Bonker 

Borski 

Bosco 

Boucher 

Boulter 

Boxer 

Brooks 

Brown  (CA) 

Bruce 

Bryant 

Bustamante 

Chapman 

Chappell 

Cheney 

Clay 

dinger 

Coats 

Cobey 

Coble 

Coelho 

Coleman  (MO) 

Collins 

Combest 

Conte 

Cooper 

Coughlin 

Courter 

Coyne 

Crockett 

Darden 

Daschle 

Daub 

Davis 

de  la  Garza 

Dellums 

Derrick 

Dicks 

Dingell 

DioGuardi 

Dixon 

Donnelly 

Dorgan(ND) 

Dowdy 

Downey 

Durbin 


YEAS-309 

Dwyer 

Dymally 

Dyson 

Eckart(OH) 

Eckert  (NY) 

Edgar 

Eklwards  (CA) 

Emerson 

Erdreich 

Evans  (ID 

Fascell 

Fazio 

Feighan 

Fields 

Fish 

Flippo 

Florio 

Foglietta 

Foley 

Ford  (MI) 

Ford  (TN) 

Frank 

Franklin 

Frost 

Fuqua 

Gallo 

Garcia 

Gaydos 

Gejdenson 

Gephardt 

Gibbons 

Gilman 

Glickman 

Gonzalez 

Gordon 

Gray  (ID 

Gray  (PA) 

Green 

Guarini 

Gunderson 

Hall  (OH) 

Hamilton 

Hatcher 

Hawkins 

Hayes 

Hefner 

Hendon 

Henry 

Hertel 

Holt 

Horton 

Howard 

Hoyer 

Hughes 

Jacobs 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 

Jones  (TN) 

Kanjorski 

Kaptur 

Kasich 

Kastenmeier 

Kennelly 

Kildee 

Kleczka 

Kolbe 

Kolter 

Kostmayer 

Lagomarsino 

Lantos 

Latu 


Leath  (TX) 

Lehman  (CA) 

Lehman  (FD 

Leland 

Lent 

Levin  (MI) 

Ijcvine  (CA) 

Lewis  (CA) 

Lewis  (FD 

Lipinski 

Uoyd 

Loeffler 

Long 

Lott 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

Mack 

MacKay 

Madigan 

Markey 

Martin  (IL) 

Martin  (NY) 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCain 

McCloskey 

McCollum 

McCurdy 

McDade 

McGrath 

McHugh 

McKernan 

McKinney 

McMillan 

Meyers 

Mica 

Michel 

Mikulski 

Miller  (CA) 

Miller  (OH) 

Miller  (WA) 

Mineta 

Mitchell 

Moakley 

Molinari 

Mollohan 

Montgomery 

Moody 

Morrison  (WA) 

Mrazek 

Murphy 

Murtha 

Natcher 

Neal 

Nowak 

Oakar 

Oberslar 

Obey 

Ortiz 

Owens 

Panetta 

Parris 

Pashayan 

Pease 

Pepper 

Perkins 

Price 

Pursell 


Quillen 

Rahall 

Rangel 

Reid 

Richardson 

Rinaldo 

Ritter 

Rodino 

Roe 

Rogers 

Rose 

Rostenkowski 

Roth 

Roukema 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Russo 

Sabo 

Savage 

Sax  ton 

Schneider 

Schroeder 

Schuette 

Schumer 

Seiberling 

Sensenbrenner 

Sharp 

Shuster 

Sikorski 

Sisisky 


Anderson 

Archer 

Armey 

Badham 

Barnes 

Barton 

Beilenson 

Brown  (CO) 

Burton  (IN) 

Byron 

Callahan 

Carper 

Carr 

Chandler 

Coleman  (TX) 

Craig 

Crane 

Daniel 

Dannemeyer 

DeLay 

DeWine 

Dickinson 

Dornan  (CA) 

Dreier 

Duncan 

Early 

Edwards  (OK) 

English 

Evans (lA) 

Fawell 

Fiedler 

Frenzel 

Gekas 

Gingrich 

Goodling 

Gradison 


Skeen 
Skelton 
Slattery 
Slaughter 
Smith  (FD 
Smith  (NE) 
Smith  (NJ) 
Smith.  Robert 

(OR) 
Snowe 
Solarz 
Solomon 
Spence 
Spratt 
St  Germain 
Staggers 
Stangeland 
Stark 
Stokes 
Strang 
Stratton 
Studds 
Sundquist 
Sweeney 
Synar 
Tallon 
Taylor 

Thomas  (GA) 
Torres 
Torricelli 
Towns 

NAYS— 106 

Gregg 

Hall.  Ralph 

Hammerschmidt 

Hansen 

Hartnett 

Hiler 

Hillis 

Hopkins 

Hubbard 

Huckaby 

Hunter 

Hutto 

Hyde 

Ireland 

Jones  (OK) 

Kemp 

Kramer 

LaPalce 

Leach  (lA) 

Lightfoot 

Livingston 

Lungren 

Marlenee 

McCandless 

Monson 

Moorhead 

Morrison  (CT) 

Myers 

Nelson 

Nichols 

Nielson 

Olin 

Oxley 

Packard 

Penny 

Petri 


Traficant 

Udall 

Valentine 

Vento 

Visclosky 

Volkmer 

Waldon 

Walgren 

Wax  man 

Weaver 

Weber 

Weiss 

Wheat 

Whitehurst 

Whitley 

Whittaker 

Williams 

Wilson 

Wlrth 

Wise 

Wolf 

Wolpe 

Wortley 

Wyden 

Wylie 

Yates 

Yatron 

Young  (AK) 

Young  (MO) 


Pickle 

Porter 

Ray 

Regula 

Ridge 

Roberts 

Robinson 

Roemer 

Rudd 

Schaefer 

Schulze 

Shaw 

Shelby 

Shumway 

Siljander 

Smith  (lA) 

Smith.  Denny 

(OR) 
Smith.  Robert 

(NH) 
Snyder 
Stallings 
St?nholm 
Stump 
Swift 
Swindall 
Tauke 
Tauzin 
Thomas  (CA) 
Traxler 
Vander  Jagt 
Vucanovich 
Walker 
Watkins 
Whitten 
Wright 


NOTVOTING-17 


Boland 

Breaux 

Broomfield 

Burton  (CA) 

Campbell 

Carney 


Chappie 

Conyers 

Fowler 

Grotberg 

Kindness 

Man  ton 

D  1605 


McEwen 
Moore 
Scheuer 
Young  (FD 
Zschau 


The  Clerk  announced  the  following 
pair: 

On  this  vote: 

Mr.  Manton  for,  with  Mr.  Kindness 
against. 

Mr.  ENGLISH  changed  his  vote 
from  "yea"  to  "nay." 

Mr.  GILMAN  and  Mr.  PARRIS 
changed  their  votes  from  "nay"  to 
"yea." 

Mr.  SIKORSKI  changed  his  vote 
from  "yea"  to  "present." 
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he  following 


Mr.  SIKORSKI  changed  his  vote 
from  "present"  to  "yea." 

So  the  bill  was  passed. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


PERSONAL  EXPLANATION 

Mr.  SCHEUER.  Mr.  Speaker,  on  roll- 
call  No.  408,  the  rollcall  vote  on  final 
passage  of  the  bill  H.R.  5300,  the  Om- 
nibus Budget  Reconciliation  Act,  I  was 
unavoidably  absent  due  to  appearing 
on  the  Ted  Koppel  public  television 
show.  "Who  Shall  Live  and  Who  Shall 
Die."  It  is  a  show  about  the  agonizing- 
ly difficult  problems  affecting  our 
country  concerning  biomedical  ethics. 

Mr.  Speaker,  if  I  had  been  here,  I 
would  have  voted  "yes." 


GENERAL  LEAVE 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Speaker,  I  ask  unanimous  consent  that 
all  Members  may  have  5  legislative 
days  within  which  to  revise  and 
extend  their  remarks,  and  include  ex- 
traneous matter,  on  H.R.  5300,  the  bill 
just  passed. 

The  SPEAKER  pro  tempore.  (Mr. 
Montgomery).  Is  there  objection  to 
the  request  of  the  gentleman  from 
Pennsylvania? 

There  was  no  objection. 


AUTHORIZING  THE  CLERK  TO 
MAKE  CORRECTIONS  IN  THE 
ENGROSSMENT  OF  H.R.  5300, 
OMNIBUS  BUDGET  RECONCILI- 
ATION ACT  OF  1986 

Mr.  BONIOR  of  Michigan.  Mr. 
Speaker,  I  ask  unanimous  consent  that 
in  the  engrossment  of  the  bill  H.R. 
5300,  the  Clerk  make  the  following 
correction:  In  subsections  (b)  and  (c) 
of  section  4912  of  the  Internal  Reve- 
nue Code,  as  added  by  section  10251  as 
included  in  the  report  of  the  Commit- 
tee on  Rules  on  House  Resolution  558, 
make  the  changes  which  appear  on 
the  first  page  of  the  amendments  in- 
cluded in  the  report  of  the  Committee 
on  Rules— directed  to  pages  541  and 
542  of  the  original  bill. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Michigan? 

There  was  no  objection. 


ed   his  vote 


CONFERENCE  REPORT  ON  S. 
1965.  HIGHER  EDUCATION  ACT 
AMENDMENTS  OF  1986 

Mr.  BONIOR  of  Michigan.  Mr. 
Speaker,  by  direction  of  the  Commit- 
tee on  Rules,  I  call  up  House  Resolu- 
tion 557  and  ask  for  its  immediate  con- 
sideration. 

The  Clerk  read  the  resolution,  as  fol- 
lows: 


H.  Res.  557 
Resolved,  That  upon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  consider 
the  conference  report  on  the  bill  (S.  1965)  to 
reauthorize  and  revise  the  Higher  Educa- 
tion Act  of  1965.  and  for  other  purposes,  all 
points  of  order  against  the  conference 
report  and  against  its  consideration  are 
hereby  waived,  and  the  conference  report 
shall  be  considered  as  having  been  read 
when  called  up  for  consideration. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Michigan  [Mr. 
BoNiOR]  is  recognized  for  1  hour. 

Mr.  BONIOR  of  Michigan.  Mr. 
Speaker,  I  yield  the  customary  30  min- 
utes to  the  gentleman  from  Missouri 
[Mr.  Taylor],  pending  which  I  yield 
myself  such  time  as  I  may  consume. 

House  Resolution  557  waives  all 
points  of  order  against  the  conference 
report  on  the  bill  S.  1965,  the  Higher 
Education  Act  Amendments  of  1986. 
The  rule  also  waives  all  points  of  order 
against  consideration  of  the  confer- 
ence report. 

These  waivers  are  necessary  to  pre- 
vent a  point  of  order  from  lying 
against  the  conference  report  on  the 
grounds  that  it  exceeds  the  scope  of 
the  differences  committed  to  confer- 
ence. A  waiver  of  the  3-day  layover 
rule  for  conference  reports  is  also  nec- 
essary in  order  to  expedite  consider- 
ation of  this  vital  legislation. 

Finally,  the  rule  provides  that  the 
conference  report  shall  be  considered 
as  having  been  read  when  called  up  for 
consideration. 

Mr.  Speaker,  this  is  a  simple  rule 
that  will  allow  the  House  to  proceed  to 
immediate  consideration  of  the  confer- 
ence report  on  the  Higher  Education 
Act  Amendments  of  1986.  This  bill  is 
the  single  most  important  legislation 
affecting  postsecondary  education  in 
America.  Authorization  for  most  of 
the  programs  contained  in  it  is  sched- 
uled to  expire  at  the  end  of  this  fiscal 
year. 

Passage  of  this  conference  report 
will  reauthorize  and  extend  such  pro- 
grams as  student  loans.  Pell  grants, 
and  other  important  higher  education 
programs  for  an  additional  5  years. 
This  conference  report  has  been  devel- 
oped with  strong  bipartisan  support. 

Mr.  Speaker.  I  urge  this  body  to  re- 
affirm our  Nation's  commitment  to 
higher  education  by  passing  this  rule 
and  moving  to  immediate  adoption  of 
this  legislation. 

D  1615 

Mr.  TAYLOR.  Mr.  Speaker.  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  House  Resolution  577 
is  a  rule  waiving  points  of  order 
against  the  conference  report  on  the 
Higher  Education  Act  Amendments  of 
1986,  legislation  which  is  of  vital  inter- 
est to  thousands  of  the  Nation's  col- 
lege and  university  students. 

This  rule  is  designed  to  facilitate 
House  consideration  of  bipartisan 
agreement  on  the  bill,  S.  1956.  The 


rule  protects  the  conference  report 
against  points  of  order  that  otherwise 
might  lie  against  it  on  the  ground  that 
the  report  contains  nongermane 
matter  or  that  it  exceeds  the  scope  of 
the  differences  committed  on  confer- 
ence. 

In  addition,  the  rule  waives  points  of 
order  that  would  otherwise  lie  against 
the  consideration  of  the  conference 
report.  In  this  case,  the  waiver  is  nec- 
essary because  the  report  has  not  been 
available  for  the  required  3  days. 

Mr.  Speaker,  the  conference  report 
made  in  order  by  this  rule  is  solidly 
supported  by  the  Republican  members 
of  the  Committee  on  Education  and 
Labor  and  is  the  result  of  a  long  and 
difficult  conference.  When  the  House 
originally  passed  H.R.  3700  in  Decem- 
ber of  last  year,  I  was  among  those 
who  voted  in  favor  of  the  legislation. 
If  anything,  the  conference  resulted  in 
improvements  to  the  House-passed 
bill.  I  am  pleased  to  be  able  to  support 
it  here  today. 

Mr.  Speaker,  I  want  to  take  a  minute 
to  point  out  that  the  conference 
report  made  in  order  by  this  rule  au- 
thorizes $10.2  billion  for  higher  educa- 
tion programs  in  1987.  The  House- 
passed  bill,  H.R.  3700,  authorized  $11.5 
billion,  and  the  conferees  should  be 
commended  for  trimming  the  overall 
costs  of  this  legislation  while  expand- 
ing the  current  provisions  of  our 
Higher  Education  Act. 

Mr.  Speaker,  the  conferees  adopted 
proposals  that  bring  student  loan 
spending  in  line  with  the  targets  con- 
tained in  our  congressional  budget  res- 
olution, while  at  the  same  time 
making  more  aid  available  to  poor  stu- 
dents attending  college  less  than  half 
the  time. 

The  congressional  budget  resolution 
called  for  changes  that  would  reduce 
projected  outlays  for  guaranteed  stu- 
dent loans  by  $395  million  over  3 
years. 

The  major  programs  authorized  for 
a  5-year  period  by  the  conference 
report  are  guaranteed  student  loans 
and  Pell  grants.  The  total  authoriza- 
tion for  guaranteed  student  loans  is 
$3.2  billion,  and  the  total  for  Pell 
grants  is  $4.6  billion. 

Mr.  Speaker,  the  new  authorizations 
for  student  financial  assistance  are  ex- 
pensive, but  the  conferees  Included 
provisions  that  require  all  students  to 
pass  a  financial  needs  test  to  qualify 
for  guaranteed  student  loans,  and  stu- 
dents are  prohibited  from  borrowing 
more  than  they  actually  need. 

These  strict  requirements  will  apply 
to  all  students,  and  family  assets  must 
be  considered  in  the  assessment  of  fi- 
nancial needs. 

Mr.  Speaker,  there  are  over  13.200 
students  at  the  University  of  Missouri 
who  attended  school  last  year  with  a 
guaranteed  student  loan.  These  stu- 
dents had  over  $35.4  million  worth  of 
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loans  last  year,  for  an  average  of 
$2,600  per  student. 

In  addition,  there  are  about  6.800 
students  at"  the  University  of  Missouri 
who  were  given  a  Pell  Grant  last  year. 
The  average  Pell  Grant  was  $1,300, 
and  over  $8.9  million  in  graint  assist- 
ance was  made  available. 

Mr.  Speaker,  the  conference  report 
complies  with  the  budget  resolution 
adopted  by  the  House  and  will  be  ex- 
plained in  more  detail  by  the  members 
of  the  Committee  on  Education  and 
Labor. 

I  urge  my  colleagues  to  adopt  this 
rule. 

Mr.  WALKER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  TAYLOR.  I  yield  to  the  gentle- 
man from  Pennsylvania. 

Mr.  WALKER.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Speaker,  I  am  trying  to  figure 
out  what  the  points  of  order  are  that 
we  are  waiving.  This  is  a  very  simple 
rule  and  it  should  be  no  problem.  If  I 
understood  the  gentleman  correctly, 
we  are  waiving  the  points  of  order 
with  regard  to  germaneness  in  the  bill. 

Do  we  know  what  the  nongermane 
sections  may  be  of  this  particular 
piece  of  legislation? 

Mr.  TAYLOR.  I  do  not  think  there 
actually  are  any  nongermane  amend- 
ments to  the  bill.  It  does  waive  the  3- 
day  layover  rule,  however. 

Mr.  WALKER.  If  the  gentleman  will 
continue  to  yield,  that  one  troubles  me 
a  litle  bit.  I  understand  that  the  bill 
that  we  have  coming  to  the  floor  is  a 
conference  report  that  is  several 
inches  thick.  None  of  us  have  had  a 
chance  to  see  that.  My  guess  is  that  we 
are  probably  wearing  out  a  copy  ma- 
chine somewhere  so  that  the  Members 
might  have  a  chance  to  look  at  that 
before  we  pass  it.  and  yet  one  more 
copy  machine  will  give  up  its  life  to 
provide  us  with  information  on  the 
floor  yet  today.  Nevertheless,  we  are 
adopting  a  rule  that  then  does  not 
permit  us  very  much  time  to  look 
through  a  fairly  thick  stack  of  docu- 
ments. 

Was  the  Rules  Committee  given  a 
chance  to  look  at  all  of  this  material 
before  we  waived  the  3-day  rule  on 
that  size  of  a  document? 

Mr.  TAYLOR.  Yes,  sir.  The  Rules 
Committee  had  that  material. 

Mr.  Speaker.  I  would  note  that  the 
conference  report  materials  were  deliv- 
ered to  the  Committee  on  Rules  on 
Tuesday,  but  the  report  was  printed  in 
the  Congressional  Record  on 
Monday,  September  22. 

Mr.  WALKER.  All  right.  I  thank  the 
gentleman. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, will  the  gentlemsm  yield? 

Mr.  TAYLOR.  I  yield  to  the  gentle- 
man from  Michigan. 

Mr.  FORD  of  Michigan.  I  thank  the 
gentleman  for  yielding  to  me. 


Mr.  Speaker,  perhaps  I  can  answer, 
at  least  in  part,  the  gentleman's  ques- 
tion. The  items  that  are  nongermane 
under  our  rules,  for  example,  are  the 
Senate's  projects  that  they  had  for 
specific  schools.  We  agreed  to  an  equal 
distribution  of  those  things  between 
the  House  and  the  Senate.  They  had 
no  fiscal  implication  because  they 
come  out  of  already  authorized 
money. 

We  had  a  provision  that  was  devel- 
oped with  respect  to  unemployed 
people  and  guaranteed  student  loans 
which  would  be  technically  outside 
the  scope. 

One  more  that  is  more  important, 
the  changes  that  were  made  to  reach 
the  numbers  for  the  1987  reconcilia- 
tion were  in  some  instances  outside 
the  scope  as  far  as  our  bill  was  con- 
cerned because  they  were  picked  up 
later  in  order  to  make  it  match  what 
the  Budget  Committee  was  calling 
upon  us  to  save  in  reconciliation. 

Mr.  TAYLOR.  It  is  my  understand- 
ing that  the  waiver  of  the  differences 
committed  to  the  conference  rather 
than  germaneness  itself:  is  that  right, 
Mr.  Chairman? 

Mr.  FORD  of  Michigan.  Yes.  The 
problem  with  the  reconciliation  fac- 
tors is  that  they  were  outside  of  the 
scope  of  conference. 

Mr.  TAYLOR.  It  is  my  understand- 
ing that  the  report  signed  by  and  is 
supported  by  every  Member  of  the 
House  committee  and  the  other  body 
on  both  sides  of  the  political  aisle  and 
in  both  bodies;  is  that  correct? 

Mr.  FORD  of  Michigan.  That  is  cor- 
rect. There  were  33  conferees  from  the 
House. 

Mr.  WALKER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  TAYLOR.  I  yield  to  the  gentle- 
man from  Pennsylvania. 

Mr.  WALKER.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Speaker.  I  do  not  see  any  need 
for  a  vote  on  this,  but  just  so  we  clari- 
fy, I  think  what  I  just  heard  was  that 
the  things  that  went  outside  the  scope 
of  the  conference  was  basically  a 
tradeoff  of  projects  for  various  Mem- 
bers of  both  bodies  that  are  down  in 
the  bill.  That  is  all  fine  and  dandy  for 
the  people  who  served  on  the  canfer- 
ence  committee  and  it  is  nice  that  we 
could  go  through  the  process.  It  gives 
everybody  a  little  bit  of  funding.  Of 
course,  once  again  we  hear  that  those 
things  do  not  cost  us  anything.  I  am  a 
wee  bit  concerned  that  those  are  some 
of  the  things  that  we  do  not  find  when 
we  have  a  conference  report  dropped 
on  the  floor,  no  chance  to  look 
through  it,  and  then  we  find  out  a  few 
days  later  just  how  many  special,  little 
projects  were  buried  down  in  there  for 
the  people  to  have  direct  influence  on 
the  legislation. 

I  just  raise  it  as  a  note  of  caution  be- 
cause I  think  that  it  may  not  be  just 
this  conference  report,  it  may  not  be 


just  this  bill;  we  may  see  a  number  of 
things  like  this  as  the  session  winds 
down.  I  just  put  the  Members  of  the 
House  on  warning  that  we  are  not 
going  to  go  through  this  very  many 
more  times  where  it  takes  this  kind  of 
process  without  having  votes  on  some 
of  these  issues  because  I  do  not  think 
it  is  proper  for  us  to  be  considering 
things  that  we  really  do  not  have  any 
idea  what  is  in  them  when  we  are 
asked  to  vote. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, will  the  gentleman  yield? 

Mr.  TAYLOR.  I  yield  to  the  gentle- 
man from  Michigan. 

Mr.  FORD  of  Michigan.  I  thank  the 
gentleman  for  yielding  to  me. 

Mr.  Speaker,  I  would  simply  like  to 
say  to  the  gentleman  from  Permsylva- 
nia  that  I  can  assure  you  that  there  is 
no  project  in  the  bill  for  any  Member 
of  the  House  that  was  in  H.R.  3700 
when  it  passed  the  House.  It  is  Senate 
projects  that  were  not  in  the  bill  that 
they  thought  up  as  we  went  along. 
The  committee  on  that  side  is  con- 
trolled by  your  party  and  I  wanted  to 
get  along  with  them. 

Mr.  TAYLOR.  Mr.  Speaker,  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

D  1625 

Mr.  BONIOR  of  Michigan.  Mr. 
Speaker,  I  have  no  further  requests 
for  time,  and  I  move  the  previous 
question  on  the  resolution. 

The  previous  question  was  ordered. 

The  resolution  was  agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, pursuant  to  House  Resolution  557, 
I  call  up  the  conference  report  on  the 
Senate  bill  (S.  1965)  to  reauthorize 
and  tevise  the  Higher  Education  Act 
of  1965,  and  for  other  purposes. 

The  Clerk  read  the  title  of  the 
Senate  bill. 

The  SPEAKER  pro  tempore  (Mr. 
Montgomery).  Pursuant  to  House  Res- 
olution 557.  the  conference  report  is 
considered  as  having  been  read. 

(For  conference  report  and  state- 
ment, see  proceedings  of  the  House  of 
Monday,  September  22,  1986,  at  page 
H7912.) 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Michigan  [Mr.  Ford] 
will  be  recognized  for  30  minutes  and 
the  gentleman  from  Vermont  [Mr. 
Jeffords]  will  be  recognized  for  30 
minutes. 

The  Chair  recognizes  the  gentleman 
from  Michigan  [Mr.  Ford]. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  myself  5  minutes. 

Mr.  Speaker,  I  rise  with  great  pride 
in  support  of  the  conference  report  ac- 
companying S.  1965,  the  Higher  Edu- 
cation Amendments  Act  of  1986.  As 
chairman  of  the  Subcommittee  on 
Postsecondary  Education,  it  has  been 
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my  privilege  to  be  deeply  involved  in 
the  development  of  this  conference 
report. 

This  conference  report  represents  a 
continuation  of  the  long  tradition  of 
bipartisan  support  for  higher  educa- 
tion. While  the  conferees  were  always 
mindful  of  the  budget  constraints  that 
we  must  live  with,  there  was  never  a 
question  of  our  commitment  to  meet- 
ing the  needs  of  the  students  and  post- 
secondary  education  institutions  of 
this  Nation  and  to  the  important  role 
the  Federal  Government  must  play  in 
recognizing  the  rapidly  changing  face 
of  American  higher  education. 

This  conference  report  maintains  all 
the  Federal  student  financial  assist- 
ance programs  but  fine  tunes  them  to 
ensure  that  those  students  with  the 
most  need  will  receive  the  assistance 
they  deserve  and  to  the  extent  possi- 
ble will  receive  that  aid  in  the  form  of 
grants  and  low-interest  loans.  One  of 
the  major  thrusts  of  both  bodies  in  de- 
signing this  legislation  was  to  reestab- 
lish an  appropriate  balance  between 
grant  and  loan  aid.  We  were  keenly 
aware  of  the  urmianageable  debt  levels 
that  many  students  were  undertaking 
to  meet  the  costs  of  higher  education. 
As  a  result,  the  conference  report 
before  you  contains  substantial  in- 
creases in  maximum  grant  aid  avail- 
able to  students,  but  only  modest  in- 
creases in  loan  amounts.  Moreover,  in 
the  future  all  students  will  have  to 
demonstrate  their  need  for  a  loan 
before  they  can  borrow.  This  will 
eliminate  unnecessary  borrowing  and 
excessive  indebtedness  in  the  future. 

I  am  equally  pleased  that  this  con- 
ference report  recognizes  the  shifts  in 
the  students  bodies  of  our  campuses. 
For  the  first  time  the  Congress  is  fully 
recognizing  that  today's  students  are 
not  the  traditional  18  to  22  year  olds 
who  live  on  campus  and  are  full-time 
students.  Many  of  our  current  stu- 
dents are  less  than  full  time  in  their 
mid  to  late  twenties  with  the  responsi- 
bilities of  jobs  and  families.  They  are 
returning  to  school  because  they  real- 
ize that  further  education  is  essential 
if  they  are  to  compete  in  today's  job 
market.  These  students  will  now  be 
able  to  apply  for  direct  student  aid 
EUid  will  have  necessary  services,  such 
as  child  care,  made  available  to  them. 

The  provisions  of  this  conference 
report  were  not  purchased  with  in- 
creased authorizations  and  costs.  S. 
1965  is  composed  of  carefully  balanced 
reductions  and  savings  in  many  areas 
and  selected  high  priority  increases  in 
other  areas.  The  conference  report 
will  result  in  approximately  $2  billion 
less  in  authorizations  for  fiscal  year 
1987  than  the  fiscal  year  1986  authori- 
zations contained  in  current  law.  The 
maximum  authorization  for  subse- 
quent years  are  also  capped  to  ensure 
that  they  do  not  exceed  inflation.  In 
particular,  the  costs  of  the  Guaran- 
teed Student  Loan  Program,  which  are 


real  costs  since  this  program  is  an  enti- 
tlement program  is  estimated  to 
reduce  spending  over  the  next  3  fiscal 
years  by  approximately  $400  million, 
which  more  than  meets  the  fiscal  year 
1987  reconciliation  requirements. 

It  would  be  impossible  for  me,  in  the 
brief  time  available,  to  appropriately 
credit  all  the  individual  efforts  of 
those  who  have  contributed  to  this 
legislation.  Let  me  single  out  only  a 
few:  Mr.  Hawkins  of  California's  legis- 
lation to  revise  title  III  and  to  more  ef- 
fectively serve  the  needs  of  historical- 
ly black  colleges  and  universities;  Mr. 
Coleman  of  Missouri's  proposals  for 
graduate  fellowships  and  to  improve 
collections  of  student  loans;  Mr.  Jef- 
fords of  Vermont's  provisions  to  rees- 
tablish a  Loan  Consolidation  Program; 
Mr.  BiAGGi  of  New  York's  efforts  on 
the  behalf  of  nontraditional  students 
and  teachers;  Mr.  Williams  of  Mon- 
tana's and  Mr.  Gunderson  of  Wiscon- 
sin's legislation  in  support  of  nontradi- 
tional students  in  title  I;  Mr.  Eckart 
of  Ohio's  "Dislocated  Workers  Act  of 
1985";  Mr.  Bruce  of  Illinois'  proposals 
to  improve  the  student  financial  aid 
programs  and  his  "National  Higher 
Education  and  Economic  Development 
Act";  Mr.  Dymally  of  California's  leg- 
islation for  university/high  school 
partnerships  aimed  at  dropout  preven- 
tion, and  Mr.  Chandler  of  Washing- 
ton's bill  for  midcareer  teacher  train- 
ing. 

There  are,  however,  Mr.  Speaker, 
two  errors  in  the  statement  of  manag- 
er's which  I  would  like  to  correct  at 
this  time: 

In  the  discussion  of  the  provisions 
for  the  supplemental  loan  programs 
for  students  and  parents,  the  state- 
ment of  the  managers  erroneously 
states  that  the  interest  rate  is  to  be 
calculated  according  to  the  12-month 
T-bill.  This  reference  should  be  to  the 
3-month  T-bill,  as  it  is  correctly  stated 
in  the  legislation. 

In  title  XI  the  conference  report 
states  that  one-third  of  the  appropria- 
tion will  be  available  for  part  A  and 
two-thirds  will  be  available  for  part  B. 
These  proportions  should  be  reversed 
two-thirds  for  part  A  and  one-third  for 
part  B.  The  legislation  language  is  cor- 
rect in  this  matter. 

Mr.  Speaker,  at  this  point  I  would 
like  to  outline  some  of  the  very  impor- 
tant specifics  of  the  conference  report. 

Title  I  of  the  report  is  designed  to 
assist  institutions  to  meet  the  special 
needs  of  nontraditional  students  and 
students  whose  access  to  continuing 
postsecondary  education  programs  has 
been  limited.  Title  I  of  the  bill— Post- 
secondary  Programs  for  Nontradition- 
al Students— constitutes  a  complete 
substitute  for  title  I  of  the  current 
Higher  Education  Act  of  1965. 

Title  I  provides  a  4-year  grant  pro- 
gram to  assist  institutions  to  establish 
programs,  strengthen  existing  capac- 
ity, or  support  cooperative  agreements 


with  other  organizations  to  meet  the 
continuing  education  needs  of  adults, 
and  to  a  limited  extent,  to  develop  and 
provide  support  services  such  as  coun- 
seling, off-campus  outreach,  and  con- 
tinuing education  delivery  systems. 

The  conference  agreement  reauthor- 
izes title  II  which  provides  grants  to  li- 
braries for  adding  to  their  resources, 
to  train  library  personnel,  and  to 
strengthen  college  research  library  ca- 
pabilities. 

Since  1983,  the  appropriations  com- 
mittees have  refused  to  appropriate 
funds  for  college  library  resource 
grants  under  II-A  because  there  was 
no  needs-based  criteria  under  which 
grants  were  made.  In  this  conference 
agreement,  a  new  needs  test  is  im- 
posed for  grant  eligibility  among  col- 
lege libraries,  which  will  target  grants 
to  the  most  needy  libraries  in  the 
country. 

Title  II-B  which  makes  grants  avail- 
able for  the  training  of  libraries  and 
for  research  and  demonstration  is  re- 
authorized without  substantive 
change. 

Title  II-C,  strengthening  college  re- 
search libraries,  is  amended  to  include, 
for  the  first  time,  medium-  to  small- 
size  research  libraries  that  have  been 
unable  to  compete  with  the  large  ones 
in  the  past. 

A  new  part  D,  "College  Library 
Technology  and  Cooperation  Grants," 
authorizes  competitive  grants  of  up  to 
$15,000— which  must  be  matched  by 
one-third  by  grant  recipients— to 
enable  them  to  fully  participate  in  the 
new  systems  of  library  computer  tech- 
nology and  to  take  full  advantage  of 
technological  advances  in  library  sci- 
ence. 

Title  III  of  the  conference  report  is 
intended  to  provide  grants  of  assist- 
ance to  less-developed  colleges  and 
universities  which  serve  low-income 
and  minority  students  in  an  effort  to 
help  these  institutions  strengthen 
their  academic  programs  and  manage- 
ment abilities  and  to  move  toward  self- 
sufficiency.  Section  301  sets  forth  Con- 
gress' findings  that  many  postsecond- 
ary institutions  are  struggling  to  sur- 
vive in  the  face  of  declining  enroll- 
ments and  scarce  resources,  and  that 
there  is  a  strong  national  interest  in 
ensuring  the  stability  of  these  institu- 
tions and  enhancing  their  role  in  pro- 
viding equal  access  to  a  higher  educa- 
tion for  low-income  and  minority  stu- 
dents. The  purpose  of  this  title  is  to 
assist  these  institutions  in  equalizing 
educational  opportunity.  I  am  particu- 
larly pleased  by  the  set-aside  of  funds 
for  institutions  which  serve  the  high- 
est percentage  of  minorities  and  which 
are  not  historically  black  colleges. 

Under  title  IV,  the  report  increases 
the  maximum  awards  for  the  Pell 
grant  and  supplemental  educational 
opportunity  programs  and  increases 
authorizations  for  the  College  Work 
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study  Program.  Loan  limits  for  the 
Guaranteed  Student  Loan  Program 
are  established  at  $2,625  for  under- 
graduates in  their  first  2  years,  $4,000 
in  the  final  2  years,  and  $7,500  for 
graduate  and  professional  students. 

One  statutory  need  analysis  is  estab- 
lished for  the  Pell  Grant  Program  and 
another  statutory  need  analysis  for 
the  other  student  assistance  programs. 

There  are  increases  in  interest  rates 
from  8  to  10  percent  for  the  GSL  Pro- 
gram beginning  in  the  fifth  year  of  re- 
payment as  well  as  provisions  which 
increase  collections  on  defaulted  stu- 
dent loans. 

Title  V  in  the  report  does  not  re- 
spond to  all  of  today's  teacher-related 
issues— such  as  the  demand  for  higher 
salaries,  safer  school  environments,  or 
higher  standards  of  achievement  for 
students  and  teachers  alike— because 
those  are  issues  that  must  remain  the 
responsibility  of  State  and  local  gov- 
ernments. 

What  title  V  does  offer  are  opportu- 
nities for  the  recruitment,  retention, 
and  development  of  professional  skills 
for  teachers,  administrators,  and  other 
school  personnel.  To  recruit  talented 
individuals  for  careers  in  teaching, 
title  V  offers  4-year  teacher  scholar- 
ships under  its  Congressional  Teacher 
Scholarship  Program  for  prospective 
teachers  in  both  public  and  private  el- 
ementary and  secondary  schools,  and 
it  offers  the  midcareer  teacher  train- 
ing program  to  retain  individuals  who 
want  to  move  from  education  releated 
occupations  to  the  field  of  teaching. 

Title  V  continues  the  Talented 
Teacher  Fellowship  Program,  and  re- 
names it  in  honor  of  Mrs.  Christa 
McAuliffe.  The  program  awards  1-year 
fellowships  to  experienced  teachers 
who  are  selected  by  their  peers  for 
outstanding  classroom  work.  This  is  a 
paid  sabbatical,  and  is  intended  to  give 
well-deserved  recognition  to  good 
teachers  and  to  encourage  them  to 
remain  in  the  teaching  profession. 

For  more  than  2.4  million  teachers 
currently  teaching  40  million  children 
in  the  Nation's  schools,  title  V  author- 
izes grants  to  establish  professional 
development  resource  centers.  Center 
programs  will  be  designed  by  the 
teachers  themselves  to  help  upgrade 
their  subject  matter  expertise,  and  to 
learn  new  classroom  management  and 
teaching  techniques. 

Title  V  also  continues  the  leadership 
in  education  administration  programs 
[LEAD]  which  offers  leadership  devel- 
opment opportunities  for  school  ad- 
ministrators, local  superintendents, 
and  principals  to  help  them  create 
more  effective  schools. 

Title  V  also  authorizes  the  Universi- 
ty-High School  Partnership  Program 
to  provide  assistance  to  at-risk  second- 
ary students  from  low-income  families 
and  communities  to  help  them  remain 
in  school  to  graduation,  to  prepare 
them    for    better    employment    pros- 


pects, and  to  encourage  them  to 
pursue  postsecondary  training. 

Title  VI  of  the  report  extends  and 
reinvigorates  the  foreign  language  and 
international  studies  programs  that 
are  the  legacies  of  the  National  De- 
fense Education  Act.  In  my  view,  the 
$55  million  authorized  for  these  pro- 
grams in  fiscal  year  1987  is  one  of  the 
best  investments  we  are  making 
toward  enhancing  America's  security 
through  improved  understandings  and 
informed  negotiations,  and  toward 
strengthening  our  ability  to  compete 
effectively  in  the  international  mar- 
ketplace. 

Prom  a  recent  newspaper  story 
comes  compelling  evidence  of  the  im- 
portance of  training  provided  through 
title  VI  programs:  "A  shortage  of 
Berber  translators,  according  to  intel- 
ligence sources,  contributes  to  the 
death  of  Army  Sgt.  Kenneth  T.  Ford. 
Intercepted  Libyan  messages  warning 
of  the  Berlin  nightclub  bombing  in 
which  Ford  was  killed  April  5,  went 
untranslated  several  days  because  of 
an  increasingly  common  problem:  A 
shortage  of  skilled  translators." 

The  legislation  creates  three  new 
programs  under  part  A— international 
and  foreign  language  students;  inten- 
sive summer  language  institutes  and 
advanced  students  and  faculty;  and  an 
authorization  for  the  acquisition  of 
foreign  periodicals.  I  believe  we  have 
demonstrated  a  resolve  to  address 
some  of  our  Nation's  shortcomings  in 
international  politics  through  the 
newly  created  and  strengthened  cen- 
terpiece programs  of  title  VI.  In  addi- 
tion, by  continuing  the  highly  success- 
ful business  and  international  educa- 
tion programs,  first  authorized  in 
1980,  we  convey  our  respect  of  the 
addage  'business  in  the  language  of 
the  customer." 

Title  VII  of  the  report  creates  the 
College  Construction  Loan  Insurance 
Corporation  to  increase  the  capital 
available  for  academic  facilities. 

A  new  part  A  of  title  IX  is  author- 
ized to  recruit  talented  but  disadvan- 
taged undergraduate  students  for 
graduate  work  and  a  new  part  D  is  au- 
thorized to  increase  fellowship  aid  to 
graduate  students. 

A  new  part  A  is  authorized  for  title 
XI  which  encourages  postsecondary 
education  institutions  in  activities 
which  further  economic  growth  and 
productivity.  Title  XI  also  continues 
and  refines  the  Urban  Grant  Universi- 
ty Program  in  which  I  take  great 
pride. 

Mr.  Speaker,  before  concluding  I 
would  like  to  pay  special  tribute  to  all 
the  members  of  the  Subcommittee  on 
Postsecondary  Education  who  have 
participated  with  me  in  the  2-year 
journey  to  bring  this  bill  to  fruition. 
The  bipartisan  cooperation,  hard 
work,  and  diligence  of  all  of  the  mem- 
bers have  made  this  monumental  bill 
possible.  I  would  also  like  to  commend 


the  staff  of  all  the  members  for  their 
professionalism  and  invaluable  contri- 
butions to  the  successful  consideration 
of  this  bill.  I  particularly  appreciate 
the  work  of  the  staff  of  the  Subcom- 
mittee on  Postsecondary  Education: 
Tom  Wolanin,  the  staff  director,  and 
the  other  members  of  the  staff, 
Maryln  McAdam,  Birdie  Kyle.  Kris 
Gilbert  and  Gloria  Watson. 

I  urge  passage  of  the  conference 
report. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  yield  myself  5  minutes. 

Mr.  Speaker,  I  rise  in  support  of 
Conference  Report  861,  the  Higher 
Education  Amendments  of  1986.  This 
bill  amends  and  extends  the  Higher 
Education  Act  of  1965  from  fiscal  year 
1986  through  the  end  of  fiscal  year 
1991.  I  believe  that  this  represents  the 
most  important  education  legislation 
to  be  considered  by  the  99th  Congress. 

Last  year  we  celebrated  the  20th  an- 
niversary of  the  signing  of  the  original 
Higher  Education  Act,  which  estab- 
lished the  first  comprehensive  Federal 
commitment  to  higher  education.  This 
Federal  comjtnitment  provided  grant, 
work,  and  loan  opportunities  which  al- 
lowed many  college  students  to  realize 
their  dreams  for  college  and  graduate 
school.  At  the  same  time,  the  act  was 
enacted  to  provide  resources  to  ensure 
that  our  colleges  and  universities  be 
the  very  best  in  the  world.  This  com- 
mitment was  continued  in  H.R.  3700, 
the  House  version  of  the  reauthoriza- 
tion of  the  Higher  Education  Act,  and 
I  am  pleased  to  report  to  the  House 
that  this  is  continued  in  the  final  leg- 
islative product. 

Since  the  enactment  of  the  act  21 
years  ago,  the  Federal  role  in  postsec- 
ondary education  has  revolved  around 
four  principal  concepts: 

First,  equality  of  educational  oppor- 
tunity for  students,  encouraged 
through  an  array  of  student  aid  pro- 
grams that  emphasize  educational 
access  for  low  and  low  to  middle- 
income  students. 

Second,  a  measure  of  student  choice 
among  postsecondary  educational  in- 
stitutions through  student  aid  require- 
ments that  take  into  account  cost  dif- 
ferences among  institutions. 

Third,  support  for  the  concept  of  di- 
versity among  America's  postsecond- 
ary institutions,  through  program  eli- 
gibility criteria  that  permit  participa- 
tion in  all  forms  of  postsecondary  edu- 
cation. 

And  finally,  the  meeting  of  certain 
special  educational  needs  through  a 
number  of  categorical  aussistance  pro- 
grams targeted  to  such  areas  as  college 
libraries,  international  education  and 
teacher  training. 

These  very  important  concepts  are 
preserved  in  our  conference  agreement 
with  the  Senate  and  improved  to 
better  meet  the  contemporary  needs 
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of  our  great  system  of  higher  educa- 
tion. 

This  conference  agreement  is  the 
product  of  a  thorough,  bi-partisan 
effort  to  reauthorize  the  programs 
within  the  Higher  Education  Act.  I 
would  like  to  compliment  our  Chair- 
man Bill  Ford  on  the  leadership  he 
has  shown  in  shepherding  H.R.  3700 
through  the  House  and  bringing  the 
conference  on  H.R.  3700  and  S.  1965  to 
a  successful  conclusion.  I  would  also 
like  to  compliment  both  our  full  com- 
mittee chairman,  Mr.  Hawkins,  and 
the  ranking  member.  Mr.  Jeffords, 
both  of  these  distinguished  Members 
lent  the  expertise  of  their  considerable 
experience  in  developing  education 
legislation  to  help  assure  that  the 
final  product  reflected  the  important 
principles  contained  in  H.R.  3700. 

It  would  have. been  desirable  if  the 
reauthorization  of  the  Higher  Educa- 
tion Act  could  have  been  developed  ex- 
clusively with  a  view  toward  the  needs 
and  desires  of  higher  education  as  we 
move  into  the  next  decade.  Unfortu- 
nately throughout  this  process,  the  re- 
authorization has  had  to  reflect  the  fi- 
nancial limitations  created  by  our 
deepening  budget  deficit.  I  believe 
that  the  conference  report  we  bring 
before  the  House  today  reconciles 
these  competing  policy  objectives. 

The  overall  authorization  of  this 
bill,  $10.2  billion  for  fiscal  year  1987  is 
actually  less  than  the  current  fiscal 
year  1986  authorization  of  $11.6  bil- 
lion. We  eliminated  programs  that 
have  been  unfunded  and  outdated,  re- 
placing them  with  programs  designed 
to  meet  the  contemporary  needs  of 
higher  education.  We  have  modified 
our  needs  analysis  system  to  ensure 
that  it  treats  students  and  parents 
fairly  and  ensures  that  our  limited  fi- 
nancial aid  resources  are  directed  at 
the  neediest  students.  We  made  major 
reforms  in  our  student  loan  programs 
to  rid  them  of  fraud  and  abuse. 

In  the  interest  of  time,  I  will  forgo  a 
lengthy  discussion  of  the  numerous 
provisions  included  in  the  bill.  I  would, 
however,  like  to  highlight  a  few  impor- 
tant components  included  in  the  bill: 

Our  Budget  Committee  has  required 
that  the  bill  include  $395  million  in 
savings  within  the  Guaranteed  Stu- 
dent Loan  Program  in  accordance  with 
the  fiscal  year  1987  Budget  Reconcilia- 
tion Act.  Consequently,  the  final  legis- 
lative product  incorporates  a  number 
of  legislative  changes  that  have  the 
effect  of  meeting  our  budget  require- 
ments when  compared  to  the  program 
under  current  law.  Included  in  the 
program  changes  are: 

First,  a  series  of  amendments  de- 
signed to  prevent  student  loan  de- 
faults and  improve  collection  efforts; 

Second,  a  requirement  that  all  stu- 
dents undergo  a  needs  analysis  to  es- 
tablish their  eligibility  for  a  loan  (cur- 
rent law  requires  that  only  students 


from  families  whose  income  exceeds 
$30,000  demonstrate  need); 

Third,  a  reduction  in  the  special  al- 
lowance paid  to  lenders  from  3.5  per- 
cent to  3.25  percent; 

Fourth,  the  establishment  of  a  rein- 
surance fee  for  State  guarding  agen- 
cies dependent  upon  their  default  rate; 

Fifth,  an  increase  in  borrower  inter- 
est from  8  to  10  percent  beginning  in 
the  fifth  year  of  repayment.  Also,  in- 
cluded HI  the  bill  is  a  provision  which 
protects  students  from  being  charged 
an  unjustifiably  high  interest  rate  in 
times  of  low  interest  rates  by  provid- 
ing that  any  borrower  interest  paid  in 
excess  of  the  basic  special  allowance 
formula  is  applied  to  the  borrower's 
principal  balance. 

The  bill  contains  a  tightening  of  the 
definition  of  independent  student. 
This  new  definition  was  crafted  to  pre- 
vent the  potential  abuses  of  the  inde- 
pendent student  status  within  our  title 
IV  programs. 

The  bill  ra^es  the  borrowing  limits 
within  the  GSL,  Supplemental  GSL 
and  NDSL  Program.  These  increases 
while  modest  in  the  face  of  escalating 
education  costs,  attempt  to  provide 
more  resources  for  students  and  their 
families. 

The  bill  establishes  a  nonprofit  cor- 
poration created  to  insure  loans  to  col- 
leges for  the  construction  and  renova- 
tion of  facilities.  This  addresses  in 
part,  perhaps  one  of  the  most  serious 
problems  facing  higher  education  in 
the  coming  decade— the  deterioration 
of  its  physical  plant  infrustructure. 

The  bill  makes  several  important  im- 
provements in  Federal  support  for 
graduate  education.  Our  last  reauthor- 
ization. The  Education  Amendments 
of  1980,  set  forth  as  a  part  of  the 
agenda  for  the  National  Commission 
on  Student  Financial  Assistance  the 
charge  to  study  and  report  on  gradu- 
ate education.  The  Commission  was  di- 
rected to  study  the  following:  The  ade- 
quacy of  sources  and  levels  of  support 
for  graduate  students;  the  extent  to 
which  talented  individuals  are  dissuad- 
ed from  graduate  study  by  cost  consid- 
erations; the  growing  levels  of  indebt- 
edness of  graduate  students  and;  the 
status  of  minorities  in  various  fields  of 
graduate  study. 

In  December  1983,  the  Commission, 
chaired  by  New  York  University  Presi- 
dent and  former  Colleague  John  Bra- 
demas,  released  its  report:  "Signs  of 
Trouble  and  Erosion:  A  Report  on 
Graduate  Education  in  America."  This 
report  spotlighted  the  very  real  dete- 
rioration of  support  for  graduate  edu- 
cation over  the  past  20  years.  The 
report  highlighted  five  major  prob- 
lems: First,  shortages  of  highly  trained 
talent  in  key  fields,  such  as  science 
and  engineering;  second,  difficulties  in 
maintaining  high  quality  faculty; 
third,  loss  of  talented  students,  espe- 
cially women  and  minorities  due  to 
lack  of  adequate  financial  resources; 


fourth,  deterioration  of  the  infrastruc- 
ture which  supports  graduate  research 
and  training;  and  fifth,  potential  loss 
of  a  generation  of  scholarship  in  many 
fundamental  fields  of  knowledge. 

Because  of  the  central  importance  of 
graduate  education  to  the  Nation,  the 
findings  of  this  report  alarmed  me. 
The  findings  of  this  report  were  con- 
firmed repeatedly  again  as  we  listened 
to  witnesses  and  reviewed  the  status  of 
our  graduate  education  enterprise.  We 
found  that  the  number  of  applications 
for  graduate  study  had  declined,  and 
that  the  percentage  of  students  who 
enroll  each  year  is  progressively  the 
larger  proportion  of  those  who  apply. 
The  brightest  college  graduates  are 
not  pursuing  graduate  education  in 
the  numbers  that  they  were  15  years 
ago.  In  critical  areas  of  national  inter- 
est, we  found  that  we  are  not  produc- 
ing a  sufficient  number  of  doctorates; 
for  example,  in  1984,  over  half  of  all 
engineering  doctorates  were  awarded 
to  foreign  nationals. 

While  the  costs  of  graduate  educa- 
tion have  steadily  increased,  substan- 
tial reductions  have  occurred  in  the 
amount  and  quality  of  support  avail- 
able to  even  our  best  graduate  stu- 
dents. Federally  funded  fellowships 
and  traineeships  dropped  from  60,000 
in  1969  to  fewer  than  13,000  in  1981. 
Both  undergraduate  and  graduate  stu- 
dents have  become  increasingly  de- 
pendent on  loans  to  finance  their  edu- 
cation. Between  1974  and  1984,  the" 
percentage  of  Federal  aid  provided  to 
graduate  and  professional  students  in 
the  form  of  loans  increased  from  26  to 
73  percent. 

Because  of  the  fundamental  impor- 
tance of  graduate  education  to  the 
Nation,  I  believe  that  it  was  impera- 
tive that  we  responded  to  this  phe- 
nomenon in  reauthorization  of  the 
Higher  Education  Act.  For  this  reason, 
I  introduced  earlier  to  this  Congress,  a 
bill  creating  a  new  fellowship  program 
for  graduate  students.  The  bill  was 
adopted  by  the  House  and  agreed  to 
by  the  Senate  as  a  part  of  this  confer- 
ence report. 

This  new  program  creates  a  new  part 
D  of  title  IX.  It  creates  a  fellowship 
program  which  authorizes  the  Depart- 
ment of  Education  to  award  grants,  to 
graduate  departments  in  areas  of  na- 
tional need.  Grants  would  be  awarded 
on  the  basis  of  merit  from  competing 
proposals  as  judged  by  panels  of  na- 
tionally recognized  academic  experts. 
Graduate  departments  would  use  the 
funds  to  provide  fellowships  to  talent- 
ed graduate  students  for  up  to  3  years. 

This  method— awarding  grants  to 
graduate  departments  who  have  docu- 
mented a  track  record  of  excellence, 
for  the  support  of  promising  graduate 
students— is  a  proven  mechanism  for 
targeting  Federal  financial  assistance 
for  graduate  education  to  where  it  can 
do  the  most  good  for  our  Nation.  In 
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our  final  agreement,  this  program  was 
authorized  at  $30  million  for  fiscal 
year  1987. 

I  would  be  remiss  in  not  pointing  out 
the  conferees  also  adopted  a  program 
authored  by  Representative  Dymaixy, 
which  was  contained  in  the  House  bill. 
This  program  addresses  another  criti- 
cal need,  by  providing  funds  for  the 
identification  of  students  from  minori- 
ty groups  underrepresented  in  gradu- 
ate education  and  providing  these  stu- 
dents with  opportunities  to  which  will 
prepare  them  for  graduate  study. 

This  bill  has  strong  bipartisan  back- 
ing. It  reflects  sound  education  policy 
while  at  the  same  time  shows  concern 
for  our  fiscal  responsibilities.  I  urge 
my  colleagues  to  show  their  support 
for  higher  education  by  voting  "yes" 
for  this  conference  report. 

D  1635 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  2  minutes  to  the  gentleman 
from  Pennsylvania  [Mr.  Gaydos]. 

Mr.  GAYDOS.  Mr.  Speaker,  I  rise  to 
strongly  support  this  conference 
report  on  the  Higher  Education  Act 
reauthorization,  S.  1965.  As  is  typical 
of  conference  efforts,  this  is  a  compro- 
mise. We  gave  on  some  points  and  the 
Senate  gave  on  others.  Clearly, 
though,  while  no  one  is  totally  satis- 
fied with  the  final  result,  neither  is 
anyone  totally  dissatisfied. 

As  one  knowledgeable  educator  said 
recently,  "It  is  probably  the  best  prod- 
uct we  could  have  gotten  under  the 
constraints  of  the  times  and  the  cir- 
cumstances under  which  we  had  to  op- 
erate." 

I  am  particularly  pleased  to  note 
that  the  measure  we  are  considering 
continues  to  make  available  trade, 
technical,  and  vocational  training  for 
those  students  who  seek  more  immedi- 
ate access  to  job  opportunities  instead 
of  the  conventional  postsecondary 
path  to  a  4-year  college  degree. 

This  is  especially  relevant  to  the 
people  in  my  district  and  in  those  dis- 
tricts that  have  suffered  from  the  dev- 
astating effects  of  unfair  and  over- 
whelming foreign  competition  to  our 
basic  industries. 

In  my  district  alone,  there  were 
more  than  30,000  employed  steelwork- 
ers  just  5  years  ago.  Today,  there  are 
less  than  5,000  and  most  of  them  are 
on  strike.  These  are  not  teen-aged 
dropouts.  These  are  men  and  women 
in  their  thirties,  forties,  and  fifties. 

These  are  family  people,  homeown- 
ers, and  responsible  members  of  the 
community.  There  is  in  this  bill  before 
us  the  potential  to  help  them  find  new 
careers  through  vocational  training  in 
proprietary  schools  and  community 
colleges.  In  these  settings  they  train  to 
become  truck  drivers,  word  processors, 
or  health  aides  through  the  assistance 
of  guaranteed  student  loans  [GSLS] 
and  Pell  grants. 


There  are,  for  example,  some  5,000 
private  trade,  technical,  and  business 
schools  eligible  to  train  such  students. 
In  my  own  family,  one  of  my  daugh- 
ters chose  to  be  trained  as  a  secretary, 
which  she  is  today,  at  the  Bradford 
School  in  Pittsburgh. 

These  schools  fill  an  important  and 
growing  need,  especially  among  men 
and  women  who  are  seeking  training 
in  new  fields  because  their  past  jobs 
have  disappeared  or  because  they  are 
not  interested  in  the  traditional  type 
of  postsecondary  education. 

The  bill  before  us  is  a  compromise. 
It  is  the  product  of  many  long  hours 
and  a  great  deal  of  frustration.  Our 
colleague  from  Michigan,  who  is  chair- 
man of  the  Subcommittee  on  Postsec- 
ondary Education,  suid  his  staff  de- 
serve a  great  deal  of  praise  for  their 
herculean  efforts  to  bring  this  bill 
back  to  the  floor. 

As  a  member  of  the  conference  com- 
mittee, I  know  of  the  many  hours  and 
long  days  put  into  the  conference 
process.  I  know  of  the  frustrations  as 
agreements  on  key  issues  reached  one 
day  seemed  to  unravel  in  the  light  of 
the  next  day. 

Still,  for  all  the  hours  and  the  frus- 
tration, the  bill  does  provide  the  basic 
framework  governing  the  Federal  role 
in  higher  education  for  the  next  5 
years. 

The  final  authorization  figure  of 
$10.2  billion  for  the  entire  package 
seems  to  be  a  bit  low  considering  the 
importance  of  higher  education  to  the 
future  of  this  country,  but  it  was  the 
best  we  could  achieve. 

As  I  said  earlier,  this  measure  is  nei- 
ther totally  satisfying  nor  objection- 
able. There  is  little  doubt  that  some 
technical  amendments  and  other  kinds 
of  fine  tuning  will  be  necessary  in  the 
next  Congress,  but  that  is  the  way 
things  tend  to  be. 

Still  in  all,  this  is  a  good  bill  and  I 
urge  everyone  to  vote  for  its  passage. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker.  I  yield  5  minutes  to  our  rank- 
ing Republican  member,  the  gentle- 
man from  Vermont  [Mr.  Jeffords], 
who  made  significant  contributions  to 
the  success  of  this  conference  report. 

Mr.  JEFFORDS.  Mr.  Speaker,  the 
Higher  Education  Amendments  of 
1986  have  evolved  over  the  past  2 
years  as  a  bipartisan  piece  of  legisla- 
tion. I  am  pleased  to  be  a  cosponsor  of 
this  bill  and  I  wish  to  congratulate  the 
two  House  Members  most  responsible 
for  this  successful  legislative  effort, 
my  colleagues  from  Michigan,  Mr. 
Ford,  the  chairman  of  the  Subcommit- 
tee on  Postsecondary  Education  and 
the  ranking  Republican  of  the  sub- 
committee from  Missouri,  Mr.  Cole- 
man. 

The  legislation  before  us  today 
strikes  a  balance  between  contradicto- 
ry forces— the  continuing  high  budget 
deficits  and  corresponding  need  to 
hold  the  line  on  spending,  and  the  im- 


portance of  Federal  financial  aid  to 
students  and  parents.  Federal  finan- 
cial aid  has  become  by  far  the  largest 
contributor  to  student  aid— approxi- 
mately 80  percent  of  all  student  aid 
comes  from  the  Federal  Government— 
and  it  has  become  an  increasingly  im- 
portant dimension  of  college  finances. 

This  reauthorization  reaffirms  the 
strong  Republican  commitment  of 
support  for  postsecondary  education 
and  equal  opportunity  for  all  citizens. 
The  bill  focuses  on  strengthening  the 
most  important  component  of  the 
Higher  Education  Act,  student  finan- 
cial aid,  while  at  the  same  time  provid- 
ing new  initiatives  in  the  categorical 
assistance  programs  which  are  direct- 
ed toward  meeting  the  needs  of  our 
dynamic  system  of  higher  education. 

Keeping  the  enterprise  of  higher 
education  strong  and  vital  through 
Federal  programs  is  very  important 
not  only  to  our  Nation  as  a  whole,  but 
also  to  my  home  State  of  Vermont.  In- 
stitutions of  higher  education  consti- 
tute the  third  largest  employer  in  my 
State,  with  31,000  students  attending 
Vermont's  30  institutions  of  higher 
education.  Two-thirds  of  those  31,000 
students  receive  some  combination  of 
Federal  grants,  work  opportunities, 
loans,  interest  subsidies,  and  loan 
guarantees.  In  addition  many  Vermont 
institutions  benefit  from  the  categori- 
cal programs  in  the  act. 

In  the  interest  of  time,  I  will  not  go 
into  a  detailed  explanation  of  the  con- 
ference agreement.  I  would,  however, 
like  to  touch  on  a  few  of  the  provi- 
sions in  the  final  bill  which  I  was  per- 
sonally involved  in  developing. 

The  conference  agreement  includes 
a  provision  which  established  a  Na- 
tional Commission  to  examine  the  re- 
sponsibilities of  parents,  students. 
Government,  and  institutions  of 
higher  education  to  fund  the  expenses 
of  postsecondary  education.  The  pur- 
pose of  this  Commission  is  to  report  to 
Congress  information  that  will  assist 
us  in  developing  a  fair  and  equitable 
Federal  policy  with  respect  to  finan- 
cial aid.  Without  knowledge  of  our  re- 
sponsibilities and  expectations  how 
can  we  plan  for  a  comprehensive  Fed- 
eral policy  now  so  that  we  are  able  to 
meet  our  future  needs? 

One  area  that  I  believe  this  Commis- 
sion must  thoroughly  assess  and  assist 
the  Congress  in  reexamining  before 
the  next  reauthorization  is  the  defini- 
tion of  the  independent  student.  The 
current  law  definition  presents  some 
potential  for  abuse;  therefore,  these 
amendments  contain  a  substantial  re- 
vision of  the  independent  student  defi- 
nition. Under  the  new,  stricter  defini- 
tion, students  are  presumed  to  be  inde- 
pendent if  they  are  24  years  or  older; 
if  they  are  married,  responsible  for 
legal  dependents,  a  graduate  or  profes- 
sional student,  a  veteran,  an  orphan  or 
ward  of  the  court;  or  if  they  can  prove 
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they  have  been  supporting  themselves 
independently  for  2  years  prior  to  re- 
ceiving a  student  aid  award. 

This  new  definition  addresses  the 
objective  of  the  conferees— a  tighter 
definition  which  attempts  to  end  the 
potential  abuses.  However,  larger 
policy  questions  still  remain.  At  what 
point  should  a  student  be  considered 
independent  from  his  or  her  parents? 
Should  policy  be  based  on  the  belief 
that  by  the  time  a  student  turns  a  cer- 
tain age  parents  are  no  longer  finan- 
cially responsible  for  them?  Our  new 
definition  of  the  independent  student 
may  be  rewarding  the  parents  of  inde- 
pendent students  by  relieving  them  of 
the  responsibility  of  paying  for  their 
child's  education.  By  allowing  their 
children  to  declare  themselves  inde- 
pendent, we  are  allowing  these  stu- 
dents to  be  eligible  for  larger  student 
aid  awards. 

In  addition,  these  amendments  in- 
clude a  provision  which  allows  stu- 
dents with  high  loan  debts  to  consoli- 
date these  loans  and  extend  their 
overall  repayment  period.  Consolida- 
tion is  included  as  a  means  of  reducing 
the  potential  for  default  by  reducing 
the  initial  monthly  payments  to  be 
made  by  the  students.  For  example,  a 
student  with  a  loan  debt  of  $10,000, 
could  reduce  his  monthly  payment  by 
about  $25,  or  a  total  of  $300  per  year. 
Such  a  sum  is  significant  to  a  student 
who  is  fresh  out  of  school  and  starting 
in  a  new  job.  The  costs  of  higher  edu- 
cation are  continuing  to  increase; 
therefore  students  will  be  graduating 
with  even  higher  loan  debts  in  the 
future.  I  believe  that  this  provision 
will  yield  even  greater  benefits  to  stu- 
dents in  the  future  due  to  these  in- 
creasing costs. 

The  conference  agreement  also 
makes  some  major  revisions  to  the  in- 
terest rate  structure  for  parent  and 
student  supplemental  loans.  Under  the 
present  program  an  interest  rate  of  up 
to  12  percent  can  be  charged.  A  survey 
of  the  current  program  indicates  that 
almost  without  exception  a  flat  12-per- 
cent interest  rate  is  being  charged.  I 
believe  that  lenders  should  have  made 
an  effort  to  tie  this  program  to  a  more 
market  sensitive  rate.  With  T-bills  at 
less  than  6  percent,  T  plus  3.25  per- 
cent is  approximately  9  percent,  a 
spread  of  12  percent  is  unjustifiably 
high.  Had  lenders  exercised  the  cur- 
rent option  available  to  them,  the  con- 
ferees would  not  have  felt  compelled 
to  revise  the  interest  rate  structure. 

Under  the  conference  substitute,  all 
new  supplemental  loans  will  be  made 
with  an  interest  rate  based  on  market 
rates,  the  91-day  T-bill  plus  3.75  per- 
cent, with  a  cap  of  12  percent.  In  addi- 
tion, holders  of  ol<^  supplemental  loans 
would  be  eligible  to  refinance  their  old 
loans  under  the  new  interest  rate 
structure.  The  conferees  adopted  this 
change  out  of  concern  that  the  inter- 


est rate  on  the  supplemental  loan  pro- 
grams was  disproportionately  high. 

I  would  like  to  note  here  that  there 
is  an  inconsistency  between  the  actual 
legislative  language  and  the  statement 
of  managers  regarding  the  T-bill  used 
to  determine  the  variable  interest  rate 
in  this  proposal.  The  legislative  lan- 
guage is  correct.  It  is  my  intent  that 
the  91-day  T-bill  be  used  in  this  calcu- 
lation, and  I  appreciate  the  chairman's 
willingness  to  make  the  appropriate 
correction  in  the  report  to  conform 
with  the  legislation. 

This  change  was  made  in  recognition 
of  the  need  for  middle-income  stu- 
dents and  parents  to  have  access  to 
student  loan  capital  to  finance  their 
education.  It  is  our  belief  that  this 
change  will  not  undermine  the  contin- 
ued partnership  of  the  lending  com- 
munity and  the  Federal  Government 
in  making  this  program  available  to 
the  public.  The  conference  susbtitute 
has  been  designed  so  that  these  provi- 
sions can  be  implemented  easily  and 
fairly  for  students,  parents,  and  banks. 

At  that  urging  of  the  lending  com- 
munity, we  did  not  make  the  refinanc- 
ing component  of  this  provision  man- 
datory. However,  I  would  like  to  call 
attention  to  the  fact  refinancing  can 
be  immediately  implemented  upon  en- 
actment of  this  legislation.  It  is  my 
hope  that  the  lending  community  will 
participate  aggressively  in  this  Refi- 
nancing Program  and  view  it  as  a 
means  for  expanding  their  supplemen- 
tal loan  portfolio.  The  conference 
agreement  recommends  that  Congress 
conduct  an  oversight  hearing  concern- 
ing the  implementation  and  availabil- 
ity of  this  program. 

I  would  like  to  thank  my  colleagues. 
Marge  Roukema  and  John  McKernan 
for  raising  the  issue  of  market  sensi- 
tivity during  House  consideration  of 
the  bill.  I  believe  that  their  contribu- 
tions added  considerably  to  the  suc- 
cessful resolution  of  these  provisions. 

Another  substantial  change  to  past 
practice  is  the  recapture  of  interest 
paid  by  the  borrower  in  excess  of  the 
basic  special  allowance  formula.  The 
bill  includes  an  increase  in  borrower 
interest  on  a  GSL  from  8  percent  to  10 
percent  in  the  borrowers  fifth  year  of 
repayment.  This  change  is  a  provision 
from  the  House  bill.  It  was  incorporat- 
ed to  recognize  that  once  a  student  is 
out  of  school  and  employed,  the  stu- 
dent can  handle  a  greater  portion  of 
the  interest.  In  light  of  making  this  in- 
terest rate  increase  in  the  fifth  year, 
the  conferees  agreed  to  a  further  pro- 
vision which  will  ensure  that  students 
will  not  be  required  to  pay  interest  in 
excess  of  the  basic  special  allowance 
payment.  Under  this  provision  any 
excess  interest  paid  will  be  credited  to 
the  borrowers  principal  by  either 
lengthening  or  shortening  the  period 
of  repayment  or  by  recalculating  the 
borrowers  monthly  repayments  on  an 
aimual  basis.  I  would  like  to  emphasize 


that  any  benefit  accrued  by  these  pro- 
visioas  is  intended  to  be  returned  to 
the  borrower. 

Overall,  I  would  like  to  reiterate  my 
support  for  House  Report  861.  I  urge 
my  colleagues  to  join  me  in  reauthor- 
izing these  programs  for  fiscal  years 
1987-91. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  5  minutes  to  the  gentleman 
from  New  York  [Mr.  BiaggiI. 

Mr.  BIAGGI.  Mr.  Speaker,  I  thank 
the  gentleman  for  yielding. 

Mr.  Speaker,  I  rise  as  a  cosponsor  of 
the  House-passed  higher  education 
amendments,  and  as  a  member  of  the 
conference  committee,  to  urge  my  col- 
leagues to  support  the  conference 
report  on  S.  1965.  This  conference  was 
long  and  difficult;  but  I  feel  confident 
that  this  legislation  addresses  the  cur- 
rent and  future  needs  of  the  higher 
education  community,  especially  the 
students. 

I  want  to  congratulate  and  commend 
the  distinguished  chairman  of  the 
Postsecondary  Education  Subcommit- 
tee and  primary  negotiator  in  this 
process,  my  good  friend  and  distin- 
guished colleague,  Bill  Ford.  His  ex- 
traordinary leadership,  craftsmanship, 
spirit  of  compromise  and  dedication  to 
serving  the  needs  of  higher  education 
was  instrumental  and  essential  in  ar- 
riving at  the  legislation  we  bring 
before  you  today. 

A  special  exception  was  made  for. 
Chairman  Ford  to  continue  to  be  the 
chairman  of  this  subcdmmiltee.  I  can 
only  tell  you  upon  reflection  that  this 
was  the  wisest  thing  this  House  has 
done,  at  least  that  the  Democratic 
Caucus  has  done. 

As  I've  said  before,  higher  education 
has  no  greater  friend  and  no  greater 
champion.  He  has  demonstrated  this 
through  his  tremendous  efforts  in  con- 
ducting over  36  hearings  on  higher 
education  concerns,  molding  H.R.  3700 
from  these  hearings  and  from  the  con- 
cerns of  the  members  of  the  Postsec- 
ondary Education  Subcommittee,  dili- 
gently ensuring  its  favorable  House 
consideration,  and  working  with  the 
Senate  for  the  last  month  and  a  half, 
resolving  the  differences  between  the 
House  and  Senate  legislation  in  a 
manner  which  would  best  benefit  the 
higher  education  community. 

I  would  also  like  to  commend  the 
ranking  Republican  on  this  subcom- 
mittee, Tom  Coleman,  for  his  signifi- 
cant and  substantial  contributions  to 
this  legislation.  His  contributions  in 
reducing  student  loan  default  rates 
and  in  improving  our  commitment  to 
graduate  education,  as  well  as  his  sig- 
nificant efforts  in  other  areas  in  order 
to  achieve  this  compromise,  are  reflec- 
tive of  his  dedication  to  addressing 
postsecondary  education  needs. 

I  would  also  like  to  commend  our 
distinguished  chairman,  Gus  Haw- 
kins, who  in  keeping  with  his  long- 
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standing  commitment  to  quality  in 
education  lent  his  experience  and  ex- 
pertise to  molding  a  title  3  which  ad- 
dresses the  needs  of  historically  black 
colleges,  institutions  that  serve  a  large 
number  of  minorities,  as  well  as  other 
needy  institutions. 

I  would  also  like  to  recognize  the 
many  and  significant  contributions  of 
the  ranking  Republican  member  of 
this  committee,  Jim  Jeffords,  and 
commend  him  especially  for  his  efforts 
in  the  area  of  loan  consolidation. 

Mr.  Speaker,  since  I  joined  the 
House  Education  and  Labor  Commit- 
tee in  1969,  I  have  participated  in  four 
reauthorizations  of  the  Higher  Educa- 
tion Act  of  1965.  In  the  past  20  years, 
postsecondary  education  has  greatly 
changed.  The  student  of  the  sixties  is 
not  the  student  of  the  eighties;  the  in- 
stitutions have  changed  and  grown; 
and  the  cost  of  education  has  greatly 
risen.  Each  reauthorization,  this  com- 
mittee seeks  to  amend  and  adapt  this 
important  legislation  to  meet  the 
changing  needs  of  the  higher  educa- 
tion commimity.  In  the  midseventies 
we  tackled  the  problem  of  unavailabil- 
ity of  guaranteed  student  loans  by  pro- 
viding banks  with  added  incentives  to 
join  this  program.  We  have  addressed 
the  growing  cost  of  education  with 
new  student  aid  programs.  We  have  re- 
targeted our  aid  depending  on  the 
needs  appropriate  at  the  time.  This 
year  we  address  many  of  the  rising 
needs  of  higher  education.  These 
needs  include  lifting  barriers  to  the 
nontraditional  student,  the  rising  cost 
of  higher  education,  the  increasing 
teacher  shortage,  and  the  increase  in 
student  default  rates,  among  others.  I 
would  like  to  focus  on  some  of  the  spe- 
cific aspects  of  this  important  legisla- 
tion. 

REMOVES  BARRIERS  TO  NONTRADITIONAL 
STUDENTS 

In  our  numerous  hearings  in  the  last 
2  years,  one  significant  fact  stood 
out— not  enough  was  being  done  for 
the  most  rapidly  growing  segment  of 
our  student  population— the  nontradi- 
tional student.  One  point  that  is  quite 
important  to  stress  is  the  changing  de- 
mographics .of  the  population  of  the 
educational  institution.  No  longer  are 
our  college  campuses  exclusively  filled 
with  recent  high  school  graduates  en- 
rolled in  4-year  programs.  Currently 
over  40  percent  of  our  students  attend 
on  a  part-time  basis;  that  figure  is  ex- 
pected to  increase  to  over  50  percent 
by  the  end  of  this  reauthorization. 
Two-thirds  of  our  community  college 
students  are  part-time  students.  By 
1992,  it  is  estimated  that  one-half  of 
our  higher  education  students  will  be 
25  or  older. 

I  first  addressed  this  problem  early 
in  this  Congress,  when  I  introduced 
H.R.  2711,  the  Pair  Financial  Aid  for 
Part-Time  Students  Act,  which  sought 
to  remove  the  barriers  to  the  nontradi- 
tional student.  This  bill  was  incorpo- 


rated in  part  into  H.R.  3700,  and  a 
compromise  was  achieved  with  the 
Senate  which  would,  for  the  first  time, 
remove  the  present  discrimination 
against  needy  students  who,  because 
of  family  or  other  responsibilities, 
cannot  attend  school  on  at  least  a  half 
time  basis.  Financial  aid  will  now 
depend  on  need,  not  on  the  number  of 
credits  a  student  is  taking.  This  con- 
ference report  contains  provisions 
which  will  ensure  that  part-time  stu- 
dents will  receive  a  reasonable  propor- 
tion of  campus-based  financial  aid. 
This  report  for  the  first  time  allows 
less-than-half-time  students  to  become 
eligible  for  Pell  grants,  phasing  the 
neediest  students  in  first.  I  would  like 
to  thank  my  colleague,  Mr.  Penny  for 
his  enthusiastic  support  of  the  less- 
than-half  time  student. 

This  legislation  also  contains  provi- 
sions which  will  more  fairly  calculate 
the  cost  of  attending  school  for  these 
nontraditional  students,  such  as  in- 
cluding provisions  for  child  care  and 
by  updating  the  definition  of  an  inde- 
pendent student.  We  have  also  includ- 
ed a  child  care  pilot  project  to  exam- 
ine the  effect  of  campus-based  child 
care  on  our  student  enrollment. 
Thanks  largely  to  the  dedicated  ef- 
forts of  Pat  Williams  and  Steve  Gun- 
derson,  title  1,  which  supports  con- 
tinuing education  programs,  focusing 
on  our  adult  students,  was  reformed 
and  reauthorized. 

TEACHER  RECRUITMENT  AND  RETENTION 

Another  problem  on  this  rise  in  our 
Nation's  education  community  is  the 
increased  shortage  of  teachers.  We  can 
expect  a  teacher  shortage  of  one  mil- 
lion by  1990.  While  enrollment  in 
higher  education  programs  in  the  last 
decade  has  increased  by  over  one- 
third,  the  enrollment  in  teacher  edu- 
cation programs  has  decreased  by  one- 
third.  Even  the  President's  report,  "A 
Nation  at  Risk"  cited  teacher  recruit- 
ment and  retention  as  a  major  prob- 
lem in  our  schools  today.  In  an  effort 
to  address  these  shortages,  I  intro- 
duced legislation.  H.R.  2742,  which 
was  incorporated  into  the  higher  edu- 
cation amendments  to  provide  a  3-year 
guaranteed  student  loan  deferral  for 
those  entering  the  field  of  teaching  in 
areas  of  shortage.  These  areas  of 
shortage  include  geographic  areas  and 
subject  areas.  We  seek  to  address  spe- 
cial problems  such  as  early  retirement 
provisions  in  certain  areas  which 
reduce  the  teacher  population,  incen- 
tives for  minorities  to  enter  teaching 
in  areas  with  a  high  percentage  of  mi- 
nority students,  areas  with  mandated 
teacher  testing,  which  reduces  teacher 
supply,  and  areas  which  must  present- 
ly resort  to  emergency  certification  to 
fill  the  classroom.  I  feel  this  is  a  posi- 
tive step  toward  addressing  these 
grave  problems. 

I  would  also  like  to  conmiend  Chair- 
man Ford  for  his  work  in  title  V,  par- 
ticularly the  school-university  partner- 


ships, the  Midcareer  Teacher  Training 
Program,  and  the  establishment  of 
professional  development  resource 
centers. 

REFORMS  IN  STUDENT  AID  PROVISIONS 

One  of  the  most  notable  changes  in 
higher  education  in  the  past  20  years 
is  the  cost  of  higher  education  and 
Congress's  response  to  that  cost.  Con- 
sider that  the  value  of  student  aid  has 
dropped  21  percent  in  the  past  5  years. 
In  1979,  the  average  Pell  grant  covered 
46  percent  of  a  student's  costs.  Today 
it  only  covers  26  percent.  Consider 
that  the  dependence  on  loans  has  dra- 
matically risen.  Under  10  years  ago, 
only  15  percent  of  our  lowest  income 
students  borrowed,  instead  of  relying 
on  grants.  Today  that  figure  has  risen 
to  57  percent.  Combine  these  statistics 
with  the  National  Institute  of  Inde- 
pendent Colleges  and  Universities'  es- 
timate that  after  4  years  of  college, 
the  debts  of  the  neediest  students  are 
larger  than  their  family  incomes,  and 
the  result  is  our  neediest  students 
being  inadequately  served,  thus  being 
forced  to  discontinue  their  education 
or  graduate  with  unjustly  burdensome 
debts. 

Both  the  House  and  the  Senate  have 
placed  a  greater  emphasis  on  grant 
money  for  the  lowest  income  students, 
instead  of  forcing  them  to  become 
heavily  burdened  by  debt.  Pell  grant 
maximums  are  increased  to  $2,300  in 
the  year  of  enactment  of  this  legisla- 
tion, and  by  increments  of  $200  for 
each  year  thereafter,  until  the  maxi- 
mum grant  reaches  $3,100  in  fiscal 
year  1991.  Guaranteed  student  loan 
limits  are  increased  to  $2,625  for  those 
students  in  their  first  2  years  of 
school,  and  $5,000  for  other  under- 
graduates. Limits  for  graduate  stu- 
dents are  increased  to  $7,500.  This 
maintains  the  committee's  commit- 
ment that  students  should  not  be 
forced  into  excessive  debt,  while  pro- 
viding flexibility  for  students  attend- 
ing high  cost  institutions.  Also,  since 
the  highest  default  rate  occurs  in  the 
first  2  years,  this  addresses  the  prob- 
lem of  student  loan  defaulters. 

TACKLING  STUDENT  LOAN  DEFAULTERS 

The  conference  committee  addresses 
the  problem  of  student  loan  defaults 
by  reinstating  the  Loan  Consolidation 
Program,  requiring  the  multiple  dis- 
bursement of  loans,  and  extending  the 
unemployment  deferment  to  2  years- 
unemployment  is  the  major  reason  for 
defaulting  on  student  loans.  All  to- 
gether these  provisions  represent  over 
$180  million  in  savings  over  the  life  of 
the  bill. 

This  bill's  total  authorizations  is 
over  $2  billion  under  current  authori- 
zations. This  bill  is  fiscally  responsible. 

ADDRESSING  THE  NEEDS  OF  GRADUATE  STUDENTS 

In  1983,  our  former  colleague  John 
Brademas,  now  president  of  New  York 
University,  reported  that  between  1969 
and  1981  the  number  of  graduate  fel- 
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lowships  had  dropped  from  60,000  to 
13.000.  Our  committee  addressed  this 
concern  in  title  IX,  largely  by  Mr. 
Coleman's  bill  H.R.  2199.  which  I  co- 
sponsored.  The  conference  report  pro- 
vides for  grants  to  graduate  students 
in  areas  of  need.  A  provision  I  au- 
thored would  include  nondegree  grant- 
ing institutions  in  eligibility  for  this 
graduate  assistance.  The  Museum  of 
Natural  History  in  New  York  City 
brought  to  my  attention  that  there 
are  graduate  students  studying  at  mu- 
seums, libraries,  botanical  gardens, 
and  other  institutions  which  do  not 
grant  degrees,  that  are  gaining  access 
to  information  vital  to  their  research, 
information  often  not  present  any- 
where save  the  museum  or  library. 

FEDERAL  SUPPORT  IN  OTHER  HIGHER  EDUCATION 
AREAS 

This  conference  report  reauthorizes 
and  strengthens  the  TRIO  programs, 
which  were  established  to  assist  the 
disadvantaged  student  in  completing 
high  school  and  attaining  postsecond- 
ary  education.  The  conference  report 
includes  a  special  program  targeted  at 
encouraging  minority  students  to 
enroll  in  graduate  education,  which 
along  with  provisions  in  title  IX.  seeks 
to  address  the  grave  imbalance  of  mi- 
norities in  graduate  school  and  there- 
fore in  teaching  positions. 

This  legislation  reforms  the  alloca- 
tion formula  for  campus-based  aid  pro- 
grams to  more  fairly  serve  institutions 
with  large  numbers  of  needy  students. 
The  conference  report  retains  the 
House  language  keeping  the  student's 
GSL  interest  rate  at  8  percent  for  the 
first  5  years  after  graduation.  It  re- 
names the  National  Direct  Student 
Loan  Program  in  honor  of  our  distin- 
guished former  chairman  Carl  Per- 
kins. 

CONCLUSION 

In  the  end  we  produced  what  we  feel 
is  a  very  substantial  piece  of  legisla- 
tion that  will  assure  the  continued 
support  on  the  part  of  the  Federal 
Government  for  the  next  5  years  to  so 
many  aspiring  students.  This  legisla- 
tion was  reauthorized  in  a  very  exten- 
sive fashion  in  cooperation  with  the 
Senate.  In  what  seemed  to  be  at  the 
outset  an  almost  impossible  conflict, 
reason  prevailed,  adjustments  were 
made,  accommodations  were  arrived 
at,  and  we  are  here  today.  This  bill  is 
comprehensive;  there  are  many  impor- 
tant provisions  I  did  not  mention 
today.  This  conference  report  re- 
sponds satisfactorily  to  the  needs  of 
the  higher  education  community. 
Given  the  conditions  of  the  day.  I 
think  we  could  not  have  produced  any- 
thing better.  Hopefully,  in  the  future 
when  the  financial  situation  amelio- 
rates itself,  we  will  be  able  to  improve. 

This  conference  report  does  address 
the  main  concerns  of  higher  education 
assistance— that  of  providing  equal 
educational  opportunities  to  all  stu- 
dents regardless  of  race,  creed,  handi- 


cap, national  origin,  and  perhaps  most 
importantly,  financial  background. 
This  legislation  attempts  to  remove 
barriers  that  face  all  postsecondary 
students  and  attempts  to  assist  stu- 
dents in  fulfilling  their  goals  and 
dreams.  While  not  perfect,  this  legisla- 
tion is  an  important  step  in  our  con- 
tinuing and  increasing  efforts  to  edu- 
cating the  people  of  America.  This 
country  has  historically  placed  a  sig- 
nificant value  on  education,  this  legis- 
lation ensures  that  this  priority  is 
reaffirmed  and  revitalized. 

Before  I  close.  I  would  like  to  enter 
into  a  colloquy  with  the  chairman  just 
for  clarification  of  the  Record. 

Mr.  Speaker,  to  clarify  the  commit- 
tee's intent  with  respect  to  the  lan- 
guage of  section  484(D)  of  the  bill 
dealing  with  ability  to  benefit  stu- 
dents, am  I  correct  in  my  understand- 
ing that  if  a  student  is  admitted  under 
counseling,  we  expect  the  institution 
to  keep  records  showing  that  student 
has  the  ability  to  benefit? 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, if  the  gentleman  will  yield,  yes, 
that  is  correct. 

Mr.  BIAGGI.  Am  I  also  correct  in 
my  understanding  that  if  a  student 
fails  the  admission  test  and  the  insti- 
tution deems  that  the  student  can 
benefit  from  the  education  upon  re- 
ceiving appropriate  remediation,  we 
expect  the  school  to  maintain  records 
justifying  that  decision. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, if  the  gentleman  will  yield  further, 
yes,  that  is  correct. 

Mr.  BIAGGI.  Mr.  Speaker,  I  thank 
the  gentleman. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  yield  4  minutes  to  the  gen- 
tlewoman from  New  Jersey  [Mrs.  Rou- 
kema]. 

D  1650 

Mrs.  ROUKEMA.  Mr.  Speaker,  I 
wish  to  express  my  support  for  S. 
1965.  The  Higher  Education  Amend- 
ments of  1986,  which  extend  the  Fed- 
eral student  aid  and  other  higher  edu- 
cation programs  through  fiscal  year 
1991.  My  reasons  for  supporting  this 
bill  are  based  primarily  upon  my 
strong  support  for  the  student  aid  pro- 
grams we  are  reauthorizing.  I  believe 
that  student  aid  is  one  of  the  few 
areas  where  a  Federal  education  role  is 
essential.  In  providing  financial  assist- 
ance to  students  on  the  basis  of  need, 
we  ensure  that  no  one  is  denied  access 
to  college  solely  due  to  the  lack  of  fi- 
nancial resources. 

I  would  at  this  time  like  to  commend 
the  gentleman  from  Michigan  [Mr. 
Ford],  the  chairman,  and  the  gentle- 
man from  Missouri  [Mr.  Coleman]. 
the  ranking  Republican,  on  the  Post- 
secondary  Education  Subcommittee 
and  the  gentleman  from  Vermont  [Mr. 
Jeffords],  the  ranking  minority 
member  in  the  full  committee.  As  a 
member  of  the  subcommittee  myself.  I 


have  seen  the  degree  of  dedication  and 
innumerable  hours  of  work  that  they 
have  devoted  to  the  passage  of  this 
legislation.  I  would  also  like  to  com- 
mend the  Members  of  the  Senate  who 
worked  so  hard  in  conference  to  re- 
solve the  differences  between  the 
House  and  Senate  bills. 

Although  I  had  earlier  been  con- 
cerned about  the  very  large  total  au- 
thorization amount  contained  in  the 
House  bill,  particularly  in  these  days 
of  fiscal  constraints.  I  am  pleased  that 
we  worked  out  a  reasonable  compro- 
mise between  House  and  Senate  au- 
thorization levels  in  conference. 

I  am  gratified  that  a  provision  con- 
tained in  an  earlier  amendment  I  had 
introduced  was  incorporated  into  this 
bill,  although  on  a  narrower  scale  than 
I  had  hoped.  In  subcommittee,  I  of- 
fered an  amendment  to  the  Guaran- 
teed Student  Loan  Program  which 
would  have  based  student's  initial  in- 
terest rate  on  prevailing  market  condi- 
tions by  linking  interest  rates  to  T-bill 
rates. 

My  amendment  would  have  included 
some  limits  to  ensure  against  windfalls 
for  lenders  or  excessive  rates  for  stu- 
dents. This  idea  of  linking  interest 
rates  to  the  T-bill  was  adopted  by  con- 
ferees not  in  the  Guaranteed  Student 
Loan  Program,  but  in  the  Supplemen- 
tal Loan  Program.  Although  that 
amendment  was  not  adopted,  it  was  in- 
cluded in  this  bill. 

Thanks  to  the  effort  of  the  gentle- 
man from  Vermont  [Mr.  Jeffords]  it 
was  introduced  to  apply  to  the  Supple- 
mental Loan  Program.  I  do  not  believe 
that  we  should  totally  insulate  stu- 
dents from  fluctuations  in  the  finan- 
cial market.  I  certainly  think  this  is  a 
step  in  the  right  direction,  a  step 
toward  variable  rate  loans.  We  can  ob- 
serve how  this  principle  works  in  the 
Supplemental  Loan  Program.  Hopeful- 
ly, when  we  revisit  the  Higher  Educa- 
tion Act  in  the  future,  we  can  apply 
what  we  have  learned  to  the  GSL  Pro- 
gram without  encountering  the  admin- 
istrative problems  raised  by  the  bank- 
ing community. 

H.R.  3700  also  contains  a  significant 
reform  by  including  a  new  independ- 
ent-student definition.  If  there  is  one 
area  that  virtually  everyone  agreed 
was  in  need  of  reform  in  the  student 
aid  programs,  it  was  the  arbitrary 
rules  governing  independent-student 
status.  These  rules  were  virtually  im- 
possible to  verify.  Consequently,  there 
was  every  reason  to  believe  that  wide- 
spread abuses  were  occurring. 

The  conferees  have  remedied  this  by 
basically  adopting  the  House  provi- 
sions. These  provisions  require  a  stu- 
dent to  either  be  at  least  23  years  old 
or  to  fall  within  one  of  certain  specific 
categories— for  example,  married, 
orphan,  graduate  or  professional  stu- 
dent, and  so  forth.  In  addition,  a  stu- 
dent who  does  not  fall  within  one  of 
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the&e  categories  would  be  able  to 
prove  independence  with  proper  docu- 
mentation. Fortunately,  the  conferees 
have  retained  the  additional  require- 
ment that  students  applying  for  inde- 
pendent status  shall  not  have  been 
claimed  as  a  dependent  for  income  tax 
purposes  by  their  parents  or  anyone 
else  other  than  a  spouse  for  2  previous 
years.  This  requirement,  which  I  was 
able  to  add  on  the  House  floor,  retains 
the  one  element  of  the  previous  test 
which  was  easily  verifiable.  The  new 
definition  of  independent  student 
should  provide  more  predictability, 
consistency  and  fairness,  as  well  as  cut 
down  on  false  claims  of  independence. 

Finally,  I  would  like  to  mention  an- 
other important  improvement  which 
this  bill  addresses.  That  is  in  the  area 
of  debt  burdens  acquired  by  students 
who  take  out  guaranteed  student 
loans.  Under  the  previous  system,  stu- 
dents were  also  too  frequently  un- 
aware of  the  costs  of  their  loans: 
many,  if  not  most,  students  were  un- 
aware of  the  monthly  payments  they 
would  have  to  make  until  their  loans 
actually  came  due.  Since  students 
have  some  control  over  costs  in  choos- 
ing which  higher  education  institution 
to  attend,  it  is  important  that  in 
making  that  decision  they  be  fully 
aware  of  the  long-term  financial  impli- 
cations and  not  be  overextended. 

For  this  reason,  the  bill  includes  a 
provision  I  offered  in  committee  which 
requires  the  Secretary  of  Education  to 
provide  the  necessary  information  re- 
garding potential  student  loan  debt 
burdens  to  students  at  the  time  they 
make  their  higher  education  plans. 
The  senior  in  high  school  must  know 
that  if  he  or  she  decides  to  attend  a 
high-cost  institution,  it  will  probably 
mean  a  large  debt  burden  upon  grad- 
uation. I  like  to  call  this  "truth  in 
lending"  in  the  student  loan  programs. 

In  sum,  we  will  be  making  some  im- 
portant improvements  in  the  Higher 
Education  Act  when  we  enact  these 
amendments.  I  therefore  wholeheart- 
edly support  this  reauthorization  of 
the  act. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  2  minutes  to  the  gentleman 
from  New  York  [Mr.  Owens]. 

Mr.  OWENS.  Mr.  Speaker,  despite 
the  fact  that  there  have  been  very  few 
headlines  connected  with  this  particu- 
lar bill  and  the  media  have  paid  no  at- 
tention to  it,  this  bill  is  one  of  the 
most  important  items  to  be  passed  in 
this  session  of  the  legislation,  and  his- 
tory will  show  that  the  steps  taken 
here  are  far  more  significant  in  keep- 
ing America  strong  than  many  of  the 
other  items  that  have  been  dealt  with 
in  this  session. 

I  want  to  congratulate  the  chairman 
of  the  committee,  the  gentleman  from 
Michigan  [Mr.  Ford].  As  expected,  he 
and  his  staff  have  done  a  very  compe- 
tent and  thorough  job.  But  beyond 
that,  the  citizen  participation  and  the 


participation  by  the  entire  education 
community  in  the  shaping  of  this  bill 
was  quite  exceptional.  Provision  was 
made  for  numerous  hearings  and  for 
input  that  I  think  was  at  a  maximum 
from  all  quarters  of  the  education 
community.  As  a  result  of  this  tremen- 
dous input  and  the  flexibility  of  the 
chairman  and  the  members  of  the 
committee,  I  think  that  we  have  a  bill 
which  cannot  be  excelled  in  any  way 
in  terms  of  dealing  with  all  of  the  vari- 
ous problems  related  to  higher  educa- 
tion. 

The  bill  has  provisions  which  maxi- 
mize opportunities  for  those  who  want 
to  learn,  for  those  who  have  potential. 
Contrary  to  anything  that  Prime  Min- 
ister Nakasone  may  say,  geniuses  exist 
in  all  parts  of  our  society— in  all  races, 
all  ethnic  groups,  and  at  all  economic 
levels— and  the  Higher  Education  As- 
sistance Act  is  just  one  part  of  provid- 
ing opportunities  for  those  geniuses, 
those  people  with  leadership  ability, 
and  just  ordinary  people  who  can  be 
improved  by  education,  to  get  the  kind 
of  assistance  that  they  need  from 
their  Government. 

The  bill  is  to  be  commended  for 
maximizing  those  opportunities  for 
those  who  have  the  greatest  needs.  It 
also  is  to  be  commended  for  recogniz- 
ing the  needs  of  the  historically  black 
colleges.  The  historically  black  col- 
leges are  a  very  tiny  fraction  of  the 
total  constellation  of  the  American 
higher  education  community,  but 
their  special  recognition  in  this  bill 
allows  them  to  make  the  contribution 
that  they  can  make  toward  the  bigger 
goals  of  the  American  higher  educa- 
tion community. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  yield  1  minute  to  the  gen- 
tleman from  Pennsylvania  [Mr.  Good- 
ling]. 

Mr.  GOODLING.  Mr.  Speaker,  I  rise 
only  to  compliment  the  chairman  of 
the  subcommittee  and  the  ranking  mi- 
nority member.  The  manner  in  which 
the  bill  was  put  together  is  different 
from  that  of  some  committees  on 
which  I  serve.  We  not  only  were  given 
an  opportunity  to  participate,  we  were 
encouraged  to  participate.  If  you  do 
not  believe  that  that  is  different,  serve 
on  the  Budget  Committee  sometime  as 
a  minority  member.  We  can  partici- 
pate in  reconciliation  there— that  is 
the  bad  guy— but  putting  it  together  is 
something  else. 

I  do  want  to  congratulate  both 
Chairman  Ford  and  the  gentleman 
from  Missouri  [Mr.  Coleman],  because 
we  spent  hours  and  hours  and  hours 
going  all  over  this  country  and  having 
hearings  here,  and  then  put  together  a 
bill  that  I  think  will  improve  our 
whole  higher  education  program,  so 
again,  I  compliment  both  for  their  ef- 
forts. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  2  minutes  to  the  gentleman 
from  Minnesota  [Mr.  Penny]. 


Mr.  PENNY.  Mr.  Speaker,  I  urge  a 
vote  in  support  of  the  conference 
report  on  the  reauthorization  of  the 
Higher  Education  Act  of  1965.  The 
report  before  us  today  is  the  result  of 
several  weeks  of  negotiations  between 
the  House  and  Senate  on  over  700 
points  of  disagreement. 

Mr.  Speaker,  conferees  agreed  to  a 
fiscal  year  1987  authorization  level 
that  represents  a  savings  of  $500  mil- 
lion over  the  House-passed  bill,  while 
maintaining  and  strengthening  needed 
aid  programs. 

In  addition  to  making  some  savings, 
the  conference  report  makes  impor- 
tant and  needed  policy  changes.  Con- 
ferees agreed  that  student  financial 
assistance  should  be  extended  to  the 
growing  number  of  nontraditional  stu- 
dents on  our  college  campuses.  For  the 
first  time,  students  enrolled  on  a  less- 
than-half-time  basis  will  be  given 
access  to  student  aid  programs.  This 
change  reflects  the  present  reality  on 
our  college  campuses.  Part-time  and 
less-than-half-time  students  now  com- 
prise 41  percent  of  all  national  post- 
secondary  enrollment.  It's  time,  Mr. 
Speaker,  that  people  striving  to  make 
a  better  life  for  themselves  by  advanc- 
ing their  education  are  given  a  chance. 
Most  part-time  students  are  those 
training  for  a  better  job,  or  people  re- 
training for  a  new  career  after  being 
laid  off  from  a  declining  industry  or 
losing  their  farm. 

Mr.  Speaker,  this  change  and  several 
others  represent  a  significant  step  for- 
ward in  our  efforts  to  ensure  access  to 
education.  I  want  to  thank  the  gentle- 
man from  Michigan  [Mr.  Ford],  the 
chairman  of  the  subcommittee,  for  his 
leadership  and  his  hard  work,  and  that 
of  both  the  minority  and  majority 
members  of  the  Subcommittee  on 
Postsecondary  Education,  which  is  re- 
flected in  this  conference  report. 

Mr.  Speaker,  I  urge  my  colleagues  to 
support  the  conference  report. 

n  1700 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  yield  3  minutes  to  the  gen- 
tleman from  Wisconsin  [Mr.  Gunder- 

SON.] 

Mr.  GUNDERSON.  Mr.  Speaker,  fol- 
lowing the  recent  completion  of  the 
House/Senate  conference  committee's 
work  on  the  reauthorization  of  the 
Higher  Education  Act  of  1965  (S. 
1965),  I  would  like  to  commend  the 
House  Postsecondary  Education  Sub- 
committee chairman,  Mr.  Ford,  and 
the  ranking  minority  member  of  the 
subcommittee,  Mr.  Coleman,  for  their 
dedication  and  leadership  throughout 
this  reauthorization  process. 

S.  1965,  a  bipartisan  effort  in  both 
Houses,  responsibly  extends  the  Fed- 
eral commitment  to  higher  education 
through  student  and  institutional  pro- 
grams. Changes  in  student  assistance 
programs  are  geared  toward  reducing 
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a  borrower's  dependence  on  loans 
while  at  the  same  time  realizing  the 
cost  of  attending  school  continues  to 
increase.  Also  addressed,  are  the 
changing  trends  in  postsecondary  stu- 
dents and  their  institutional  and  serv- 
ice needs. 

Passage  of  this  conference  report 
concludes  an  extensive  reauthorization 
process  commenced  by  both  the  House 
and  Senate  on  February  14,  1985. 

I  am  pleased  by  the  direction  this 
legislation  takes  to  respond  to  signifi- 
cant challenges  facing  our  higher  edu- 
cation community,  those  being: 

Demographic  changes  in  the  student 
population; 

Increasing  costs  of  attending  higher 
education  institutions; 

The  need  to  adapt  to  changing  tech- 
nology with  programs  and  curriculum 
that  will  prepare  students  properly; 
and 

Federal  budgetary  constraints. 

This  reauthorization  establishes  a 
funding  level  for  fiscal  year  1987  of 
$10.2  billion.  Title  IV,  student  assist- 
ance programs  make  up  the  majority 
of  this  package— 98  percent— thereby 
making  more  aid  available  to  students. 
This  is  an  impressive  Federal  commit- 
ment to  the  future  of  higher  educa- 
tion and  access  to  it.  With  public  uni- 
versity costs,  approaching  $5,000  to 
$8,000  annually  in  some  instances  and 
private  institutional  costs  double  that 
of  its  public  counterpart.  Federal  fi- 
nancial assistance  is  becoming  a  great- 
er necessity. 

In  my  home  State,  of  the  entire  Uni- 
versity of  Wisconsin  system— enroll- 
ment equals  165,000  approximate- 
more  than  63,400  University  of  Wis- 
consin students  receive  financial  as- 
sistance equalling  over  $207  million.  It 
is  certain  this  reauthorization  will  pro- 
vide greater  access  and  financially 
assist  more  students.  The  positive 
impact  of  this  act  will  be  further  am- 
plified by  the  fact  that  these  figures 
do  not  include  student  participation  or 
funding  from  the  many  independent 
institutions,  vocational  education  insti- 
tutions, or  junior  colleges  throughout 
Wisconsin. 

In  addition  to  the  well-publicized 
student  financial  aid  programs,  for 
which  this  act  is  known,  this  reauthor- 
ization contains  other  important  pro- 
grams, such  as  cooperative  education, 
libraries,  graduate  education,  and  non- 
traditional  student  programs.  A 
number  of  objectives  have  guided  us 
throughout  this  process.  First,  the 
need  to  respond  to  the  changing  needs 
and  clientele  of  the  postsecondary  stu- 
dent population.  Title  I  gives  the  act  a 
new  focus  to  help  colleges  and  univer- 
sities be  more  responsible  to  part-time 
students  and  working  adults,  and 
eliminate  institutional  barriers.  This 
can  be  accomplished  by  developing 
creative  and  innovative  educational  de- 
livery systems— cooperative  and  con- 


sortia arrangements  to  more  effective- 
ly address  regional  educational  needs. 

Second,  we  confronted  the  budget- 
ary limitations  placed  upon  us  by  the 
deficit  and  our  economic  responsibil- 
ities. Recognizing  the  need  for  ade- 
quate funding  for  education,  we  re- 
sponded to  the  fact  that  Federal  re- 
sources are  not  limitless.  This  confer- 
ence report  responsibly  increases  the 
GSL  loan  limit,  the  maximum  amount 
available  in  the  Pell  grant  program, 
and  campus-based  programs.  Under 
the  direction  of  the  Secretary  of  Edu- 
cation, a  study  will  be  conducted  con- 
cerning the  problems  of  escalating 
postsecondary  education  costs.  This 
conference  report  is  both  fiscally  and 
programmatically  sound. 

Third,  we  improved  the  administra- 
tion and  quality  of  the  programs  reau- 
thorized by  the  conference  report. 
Congress  must  insure  that  these  pro- 
grams function  in  an  administratively 
efficient  and  effective  maimer,  pro- 
mote incentives  for  the  improved  qual- 
ity of  individual  programs  and  postsec- 
ondary education  generally,  and  re- 
spond to  the  financial  needs  of  stu- 
dents. This  conference  report  does 
this. 

Additionally,  the  new  law  will  assist 
the  higher  education  community  meet 
the  changing  needs  of  our  student 
population.  John  Naisbitt,  social  fore- 
caster and  author  of  Megatrends  con- 
siders, "In  education  we  are  moving 
from  the  short-term  considerations  of 
completing  our  training  at  the  end  of 
high  school  or  college  to  lifelong  edu- 
cation and  training."  This  5-year  reau- 
thorization puts  this  concept  into 
practice. 

In  this  lifelong  educational  spec- 
trum, the  number  of  traditional  col- 
lege age  students  18  to  21  continues  to 
decline,  while  older  students  over  age 
22  account  for  41  percent  of  the  na- 
tional college  and  university  student 
body.  This  compares  with  28  percent 
in  1970.  Between  1970  and  1983,  enroll- 
ment for  all  students  increased  by  28 
percent.  During  the  same  period,  en- 
rollment for  older  adult  learners  in- 
creased by  70  percent.  By  1991,  it  is  ex- 
pected that  adult  learners  will  make 
up  50  percent  of  the  postsecondary 
student  population. 

Accordingly,  many  House  conferees 
sought  to  improve  Federal  law  as  it 
pertains  to  the  expanding  nontradi- 
tional  adult  learner  population.  Work- 
ing with  Representative  Williams  to 
refocus  the  direction  of  title  I— previ- 
ously continuing  education— postsec- 
ondary programs  for  nontradilional 
students,  we  developed  a  program  to 
assist  universities  adapt  to  the  needs 
of  the  growing  nontraditional  student 
population.  Creation  and  implementa- 
tion of  on-  and  off-campus  programs 
will  enable  institutions  to  reach  out  to 
nontraditional  learners. 

The  approach  taken  toward  higher 
education  programs  in  this  act  is  both 


progressive  and  responsive.  We  have 
been  fiscally  responsible  and  practical 
in  addressing  the  financial  needs  of 
the  Nation's  student,  while  at  the 
same  time,  recognizing  the  changing 
face  of  higher  education  and  respond- 
ing to  it. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  2  minutes  to  the  gentleman 
from  Illinois  [Mr.  Bruce]. 

Mr.  BRUCE.  Mr.  Speaker,  I  rise 
today  in  support  of  the  conference 
report  on  the  higher  education  amend- 
ments of  1986.  As  a  member  of  the 
Postsecondary  Education  Subcommit- 
tee, I  know  the  time  and  diligence  it 
has  taken  to  bring  this  final  bill  to  the 
floor.  I  believe  the  bill  reflects  the 
true  spirit  of  compromise  and  I  would 
like  to  commend  the  chairman  of  the 
subcommittee,  the  distinguished  gen- 
tleman from  Michigan  [Mr.  Ford], 
who  carefully  guided  us  through  this 
process. 

Undertaking  this  bill  was  no  small 
task— for  the  conference  agreement  we 
are  considering  today  will  chart  the 
future  of  Federal  support  to  higher 
education  for  the  next  5  years.  The 
final  bill  strikes  an  important  balance 
between  fiscal  responsibility  and  the 
goals  of  access  and  choice.  In  recent 
years,  choice  has  all  but  disappeared 
and  access  has  been  eroded.  Budgetary 
constraints  prevent  us  from  fully  real- 
izing those  goals,  but  I  believe  today 
we  have  moved  closer  than  ever  before 
to  the  goals  envisioned  by  the  act's 
original  authors  21  years  ago. 

This  bill  has  particular  significance 
to  me  because  the  district  I  represent 
has  one  of  the  largest  concentrations 
of  college  students  in  the  Nation. 
Fourteen  percent  of  the  adult  popula- 
tion is  enrolled  in  one  of  the  district's 
seven  community  colleges  or  two  uni- 
versities. 

The  Student  Aid  Programs  are  par- 
ticularly important.  More  than  20.000 
students  in  the  district  receive  some 
form  of  student  aid.  Over  12,000  stu- 
dents at  the  University  of  Illinois 
alone  benefit  from  the  Guaranteed 
Student  Loan  Program. 

By  strengthening  Pell  grants  as  the 
foundation  of  student  aid,  and  by  in- 
creasing the  loan  limits  under  guaran- 
teed student  loans,  this  bill  responds 
to  the  problems  of  rising  tuition  costs, 
shrinking  grant  aid  and  the  growing 
dependency  on  loans  to  finance  a  col- 
lege education.  The  bill  also  responds 
to  the  changing  student  population  by 
making  aid  available  to  students  at- 
tending school  less  than  half  time. 

Throughout  the  conference,  deci- 
sions were  made  with  the  understand- 
ing that  these  times  demand  fiscal  re- 
sponsibility and  accountability.  With- 
out this  recognition,  we  threaten  the 
future  of  those  we  seek  to  help.  And  so 
the  bill,  in  addition  to  meeting  our 
budget  targets  this  year,  makes  long 
term  changes  to  ensure  the  fiscal  in- 
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tegrity  of  its  programs.  For  example, 
in  response  to  GSL  defaults,  the  bill 
caps  the  amount  to  be  borrowed  by 
first-  and  second-year  students— the 
years  where  default  rates  are  the 
highest.  The  bill  also  includes  a  provi- 
sion I  authored  which  calls  for  student 
loans  to  be  made  in  installments.  This 
provision  is  estimated  to  save  over 
$300  million  per  year  without  drop- 
ping any  students  from  the  program. 

I  would  like  to  take  this  opportunity 
to  thank  my  colleagues  for  their  sup- 
port of  my  initiative  to  link  colleges 
and  universities  with  local  govern- 
ments, business  and  others  to  work  on 
economic  development  issues.  With  a 
small  Federal  investment,  this  is  one 
way  we  can  work  to  stem  the  tide  of 
economic  decline  experienced  in  our 
communities. 

In  conclusion,  Mr.  Speaker,  the  legis- 
lation we  are  considering  today  is  an 
investment  of  the  best  kind— an  invest- 
ment in  the  future  of  our  young.  The 
programs  represented  in  this  legisla- 
tion reflect  both  an  opportunity  for 
millions  of  young  men  and  women, 
and  a  sound  investment  in  a  strong 
and  prosperous  America. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  yield  3  minutes  to  the  gen- 
tleman from  Iowa  (Mr.  Tauke]. 

Mr.  TAUKE.  Mr.  Speaker.  I  rise  in 
strong  support  of  the  conference 
report  on  S.  1965,  the  Higher  Educa- 
tion Amendments  of  1986.  I  comment 
Chairman  Harkins  and  Chairman 
Ford  for  their  leadership  in  bringing 
this  conference  report  before  us,  and  I 
congratulate  the  ranking  Republicans 
on  the  committee  and  subcommittee, 
Mr.  Jeffords  and  Mr.  Coleman  respec- 
tively, for  their  diligence  and  efforts 
to  construct  a  balanced  bill  to  reau- 
thorize the  Higher  Education  Act  of 
1965. 

Congress  was  faced  with  a  difficult 
task  when  it  began  the  reauthoriza- 
tion of  this  act.  We  were  confronted 
with  the  need  to  expand  financial  aid 
programs  in  order  to  help  students 
meet  the  rising  costs  of  a  college  edu- 
cation and  to  ensure  that  financial 
burdens  did  not  become  insurmount- 
able hurdles  to  pursuing  a  higher  edu- 
cation in  this  country.  At  the  same 
time,  we  had  to  remain  mindful  of  the 
need  to  control  the  overall  cost  of  this 
bill  to  the  Federal  Government  in 
light  of  the  current  budget  crisis. 

Many  of  the  conferees  would  have 
preferred  a  much  greater  expansion  of 
student  financial  aid  programs  in  this 
bill.  I  commend  my  colleagues  for  rec- 
ognizing budget  constraints  and  work- 
ing within  difficult  spending  limita- 
tions in  developing  this  legislation, 
which  successfully  holds  the  line  on 
the  overall  cost  of  the  programs  au- 
thorized by  this  legislation. 

While  this  bill  does  successfully  con- 
trol the  cost  of  higher  education  pro- 
grams, it  does  not  do  so  at  the  expense 
of  students.  Availability  of  student  aid 


is  increased  by  this  bill,  but  in  ways 
that  will  not  bust  the  budget.  For  in- 
stance, loan  limits  are  raised  in  the 
Guaranteed  Student  Loan  Program, 
thereby  making  larger  loans  available 
to  help  students  meet  rising  costs  at 
limited  expense  to  the  Federal  Gov- 
ernment. Moreover,  the  special  subsi- 
dies provided  to  lenders  participating 
in  the  Guaranteed  Student  Loan  Pro- 
gram are  reduced  slightly,  a  provision 
which  does  not  jeopardize  the  continu- 
ation of  the  program  or  limit  access  to 
loans,  but  which  saves  the  taxpayers 
millions  of  dollars. 

The  conference  agreement  also  rec- 
ognizes the  increasing  number  of  non- 
traditional  students  enrolled  in  post- 
secondary  education  programs  and  ad- 
dresses this  growing  area  of  need.  The 
compromise  reached  to  increase  the 
aid  available  to  these  nontraditional 
students  also  rightly  protects  fulltime 
students  from  reductions  in  aid  as  a 
result  of  this  expansion  of  the  popula- 
tion eligible  for  student  aid  programs. 

Finally,  I  want  to  commend  the  gen- 
tleman from  Vermont,  Mr.  Jeffords, 
for  his  work  on  the  comprehensive, 
loan  consolidation  program  included 
in  this  conference  agreement.  The 
ability  to  consolidate  loans  is  an  im- 
portant benefit  to  students  who  are 
graduating  from  postsecondary  educa- 
tion with  large  debt  burdens.  Manage- 
able repayment  schedules  will  also  de- 
crease the  default  rate  on  Government 
guaranteed  loans,  and  thus  reduce  the 
cost  of  these  programs. 

I  strongly  support  this  conference 
report  and  urge  my  colleagues  to  join 
in  the  passage  of  this  comprehensive, 
responsible  legislation. 

D  1710 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  2  minutes  to  the  gentleman 
from  California  [Mr.  Dymally]. 

Mr.  DYMALLY.  Mr.  Speaker,  most 
of  the  Members  have  dealt  with  the 
substance  of  the  bill,  and  others  will 
continue  to  do  so;  however,  I  wish  to 
deal  with  the  spirit  which  prevailed 
during  the  many  hours  of  the  confer- 
ence committee  meetings. 

First,  I  want  to  commend  the  chair 
of  the  Subcommittee  on  Postsecond- 
ary Education,  the  gentleman  from 
Michigan  [Mr.  Ford]  for  his  efforts. 

Mr.  Speaker,  in  this  extremely  con- 
servative time  of  fiscal  constraints, 
when  the  national  priorities  tend  more 
to  be  in  terms  of  military  emphasis  in 
addressing  the  security  needs  of  this 
great  Nation  of  ours,  the  House  and 
Senate  Committees  on  Higher  Educa- 
tion have  been  most  triumphant 
against  the  odds  of  reducing  the  sig- 
nificance of  higher  education  in  Amer- 
ica. 

The  conference  report  which  is  now 
before  both  Houses  represents  biparti- 
sanship in  its  greatest  hour,  and  per- 
haps more  importantly  it  represents 
the  willingness  of  the  Members  of  this 


Congress  to  address  the  present  and 
future  needs  of  higher  education,  and 
thereby  securing  the  future  of  Amer- 
ica. 

Noteworthy  of  the  agreements  to  be 
highlighted  are  the  increases  in  stu- 
dent financial  assistance  to  the  poor 
and  almost  poor  of  this  Nation;  the  re- 
alization that  Americans,  as  a  people, 
are  aging  and  all  cohorts  are  to  be  af- 
forded the  opportunity  for  education— 
the  nontraditional  students;  the 
search  to  address  the  high  nimibers  of 
dropouts  in  this  Nation  and  programs 
which  help  this  population  secure 
higher  education;  the  increases  in  pro- 
grams such  as  trio  which  has  been 
most  successful  over  the  years  and 
provides  the  poor  with  opportunity 
and  chances  for  successful  livelihoods; 
the  recognition  that  black  Americans 
and  minorities  of  all  races  and  creeds 
contribute  to  the  greatness  of  this 
Nation  and,  therefore,  the  opportuni- 
ties granted  by  the  title  III  programs; 
the  recognition  that  graduate  educa- 
tion in  all  areas  is  important  to  the 
continued  greatness  of  America  and, 
therefore,  Patricia  Harris  grants;  the 
cognizance  that  fair  is  fair  and  the 
programs  which  were  adopted  to  treat 
equitably  all  colleges  and  universities 
of  the  Nation. 

This  is  an  excellent  bill  which  is 
being  brought  to  this  floor.  Staff  have 
worked  hard  and  long  for  months  and 
Members  of  both  Chambers  have 
given  unselfishly  of  their  time  and  en- 
ergies to  assure  that  higher  education 
in  America  is  a  solution  to  the  record 
inflation,  the  growing  numbers  of  illi- 
terates, and  the  overextended  under 
and  unemployment  lines. 

I  urge  swift  passage  of  the  confer- 
ence report  and  congratulate  my  col- 
leagues in  both  Houses  and  on  both 
sides  of  the  aisles  for  making  a  most 
significant  piece  of  legislation  a  part 
of  the  99th  Congress. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  yield  1  minute  to  the  gen- 
tleman from  Texas  [Mr.  Bartlett]. 

Mr.  BARTLETT.  Mr.  Speaker,  I  do 
concur  with  many  of  the  speakers  that 
this  conference  report  is  a  substantial 
improvement  over  the  version  that 
passed  the  House.  The  legislation  is 
technically  well-thought-out  and  well- 
legislated.  In  fact,  it  does  reduce  total 
spending  from  $10.7  and  $10.2  billion 
from  the  version  we  passed  in  the 
House. 

In  addition,  it  provides  other  im- 
provements: A  need  analysis,  a  6- 
month  grace  period,  interest  rates  in- 
creased in  the  5th  year,  consolidation 
of  repayments,  and  an  increase  in  aux- 
iliary loans. 

I  would  call  to  the  attention  of  the 
House  floor  that  the  bottom  line  is 
still  the  bottom  line.  This  conference 
report  proposes  to  increase  expendi- 
tures in  the  higher  education  areas  by 
$1.6  billion  from  fiscal  year  1986  to 
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fiscal  year  1987.  Expenditures  in  fiscal 
year  1986  were  $8.6  billion;  $3.5  billion 
in  Pell  Grants,  that  would  be  proposed 
to  be  increased  by  about  a  billion  dol- 
lars; $3  billion  in  GSL,  that  would  be 
proposed  of  an  increase  of  $200  mil- 
lion; and  $1.8  billion  in  the  remaining 
grant  programs,  and  that  would  be 
proposed  to  be  increased  to  $2.4  bil- 
lion. 

We  will,  if  we  pass  this,  and  I  believe 
we  will;  I  have  no  illusions  about  the 
final  vote;  it  will  have  an  effect  on  se- 
questration, on  Gramm-Rudman,  on 
the  deficit.  I  think  the  House  should 
not  adopt  this  version  until  the  confer- 
ence report  comes  back  with  a  spend- 
ing cap  of  a  freeze  at  the  fiscal  year 
1986  levels. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  2  minutes  to  the  gentleman 
from  Illinois  [Mr.  Hayes]. 

Mr.  HAYES.  Mr.  Speaker,  I  rise  to 
express  my  strong  support  for  the  con- 
ference agreement  on  the  Higher  Edu- 
cation Act  amendments.  As  one  of  the 
House  conferees  on  this  legislation,  I 
would  like  to  personally  compliment 
Chairman  Ford  and  ranking  member 
Coleman  for  their  perseverance  in 
fighting  for  a  conference  agreement 
that  we  in  this  body  can— and  should— 
be  proud  of  and  fully  support.  In  addi- 
tion, I  would  like  to  compliment 
Chairman  Ford's  staff  for  all  of  their 
tireless  efforts  in  working  out  many  of 
the  differences  between  H.R.  3700  and 
S.  1965. 

While  it  may  not  contain  provisions 
meeting  each  and  every  Members'  de- 
sires, including  my  own,  I  want  to  tell 
my  colleagues,  given  the  financial  re- 
straints we  worked  under,  it  is  the  best 
possible  agreement  that  we  were  able 
to  work  out  with  the  other  body.  Re- 
gardless of  personal  desires,  each  and 
every  Member  of  Congress  will  have 
thousands  of  constituents  who  will 
benefit  from  the  provisions  of  this 
agreement.  Indeed,  our  entire  Nation 
will  benefit  from  this  agreement. 

I  urge  my  colleagues  on  both  sides  of 
the  aisle  to  vote  yes  on  passage  of  this 
legislation. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  yield  2  minutes  to  the  gen- 
tleman from  Maine  [Mr.  McKernan]. 

Mr.  McKERNAN.  Mr.  Speaker,  I 
want  to  just  say  to  the  leadership  of 
the  Committee  on  Education  and 
Labor  and  the  staff  what  a  privilege  it 
has  been  for  me  to  serve  on  that  com- 
mittee during  this  term  that  we  are  re- 
authorizing such  an  important  piece  of 
legislation. 

Particularly  I  want  to  thank  the 
chairman,  the  gentleman  from  Michi- 
gan [Mr.  Ford]  and  his  staff,  as  well 
as  the  ranking  member,  the  gentleman 
from  Missouri  [Mr.  Coleman]  and  his 
staff,  and  the  ranking  member  of  the 
full  committee,  the  gentleman  from 
Vermont  [Mr.  Jeffords],  because  they 
have  been  of  incredible  assistance  to 
me  and  my  staff  as  we  have  tried  to 


address  problems  that  are  specific^  to 
Maine  children  who  need  the  opportu- 
nity for  higher  education. 

Whether  they  are  problems  that  are 
unique  to  our  own  secondary  market 
where  we  are  trying  to  give  more  op- 
portunity to  Maine  children  for  higher 
education;  whether  it  is  the  problem 
of  rent  subsidies  being  considered  a 
part  of  income  for  the  nontraditional 
students  who  need  that  help  in  order 
to  go  back  to  school;  whether  it  is  ex- 
panding the  work-study  programs  to 
make  sure  that  we  can  put  more  funds 
into  job  placement,  so  that  we  can 
make  sure  that  we  have  the  opportuni- 
ties that  are  going  to  be  essential  for  a 
work-study  program  to  work;  or 
whether  it  is  just  changing  the  oppor- 
tujiities  the  students  have  under  the 
Guaranteed  Student  Loan  Program. 

Maine  has  the  lowest  percentage  of 
students  in  this  country  who  go  on  to 
higher  education,  but  the  largest  per- 
centage who  use  guaranteed  student 
loans. 

I  believe  the  kind  of  changes  that  we 
have  made  are  going  to  allow  more 
Maine  students  and  more  students 
throughout  this  country  to  have  the 
opportunity  to  use  government  assist- 
ance to  make  sure  that  they  have  the 
opportunity  to  get  the  education 
which  is  going  to  be  so  important  for 
their  futures. 

Mr.  Speaker,  I  think  we  have  satis- 
fied the  goal  that  we  started  out  with, 
thanks  to  the  leadership  on  our  com- 
mittee putting  education  ahead  of  par- 
tisan politics.  That  is  the  way  legisla- 
tion ought  to  be  crafted,  and  I  am  con- 
vinced that  will  mean  we  are  going  to 
have  more  opportunity  for  students  in 
this  country  within  the  limited  dollars 
that  we  have. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  2  minutes  to  the  gentleman 
from  Montana  [Mr.  Williams]. 

Mr.  WILLIAMS.  Mr.  Speaker,  quite 
often  when  the  Congress  considers 
major  legislation  of  this  type,  it  has 
difficulty  drafting  the  legislation  in  a 
way  that  affects  the  future.  We  so 
often  know  what  has  happened  in  the 
past  that  sometimes  we  in  effect  fight 
the  last  war. 

I  am  pleased  that  the  chairman  and 
those  of  us  who  worked  on  this  legisla- 
tion were  able  to  draft  it  in  a  way  that 
we  took  a  close  look  and  affected  the 
lives  of  the  new  college  student. 

There  is  a  myth,  Mr.  Speaker,  that 
the  American  college  student  is  18 
years  old,  male,  unmarried,  not  work- 
ing, and  enrolled  in  the  business 
school.  I  do  not  know  if  that  was  ever 
true,  but  it  certainly  is  not  true  today; 
and  this  bill  really  takes  a  major  step 
at  working  with  what  we  might  call 
the  nontraditional  college  student,  the 
student  that  is  more  and  more  making 
up  the  majority  of  the  student  popula- 
tion on  the  campus. 

With  this  legislation  we  try  to  pro- 
vide appropriate  assistance  to  return- 


ing students,  to  single  parent  students, 
to  workers  who  have  been  thrown  out 
of  work  in  these  last  two  recessions  in 
the  past  few  years,  and  want  to  return 
to  a  campus  to  pick  up  additional 
kinds  of  skills. 

D  1720 

Time  does  not  allow  me  to  enumer- 
ate all  of  the  many,  many  pages  of 
changes  that  are  in  this  bill  which  will 
affect  the  new  students  coming  ohto 
the  campuses  today  and  tomorrow.  I 
want  to  commend  the  chairman  for 
his  leadership  in  ensuring  that  this 
bill  affects  those  types  of  students  and 
I  would  like  to  also  commend  my  col- 
leagues on  both  sides  of  the  aisle,  par- 
ticularly, if  I  might  take  the  risk  of 
singling  out  one  colleague,  particulary 
Mr.  GuNDERSON  on  the  minority  side 
of  the  aisle  for  the  excellent  work  that 
he  did  in  coordinating  and  cooperating 
with  me  and  others  in  writing  this  bill 
in  a  way  that  it  takes  care  of  the  non- 
traditional  new  college  student  who  is 
going  to  be  on  America's  campuses. 

Mr.  COLEMAN  of  Mi^ouri.  Mr. 
Speaker,  I  yield  2  minutes  to  the  gen- 
tleman from  Michigan  [Mr.  Henry]. 

Mr.  HENRY.  Mr.  Speaker,  I  rise  in 
support  of  the  conference  report  on  S. 
1965,  the  higher  education  amend- 
ments of  1986.  This  legislation  re- 
sponds to  the  two  overriding  concerns 
today  when  it  comes  to  Federal  stu- 
dent financial  assistance— making 
more  dollars  available,  both  in  grants 
and  in  subsidized  loans,  for  those  stu- 
dents unable  to  pay  the  increasing 
costs  of  higher  education,  while  also 
tightening  eligibility  criteria  and  col- 
lection procedures,  to  insure  that  only 
those  students  who  need  Federal  aid 
receive  it,  and  that  those  who  do  re- 
ceive loans  repay  them.  The  bill  main- 
tains the  critical  combinations  of  Fed- 
eral grants  and  loans  which  have  been 
so  important  in  insuring  educational 
opportunity  to  our  young  people,  and 
increasingly,  older  workers  who  need 
retraining  and  further  education  as 
well. 

In  addition,  the  conference  report 
follows  the  House  bill  and  includes  a 
new  protram  to  address  one  of  the 
most  pressing  needs  of  higher  educa- 
tion today— the  critical  need  for  new 
and  upgraded  research  and  education- 
al facilities  By  involving  private  cap- 
ital in  this  new  program  of  loan  insur- 
ance and  reinsurance  for  educational 
facilities,  this  program  will  allow  us  to 
leverage  a  large  number  of  dollars  for 
college  construction  with  relatively 
few  Federal  dollars  involved. 

I  want  to  also  commend  the  out- 
standing efforts  of  Chairman  Ford, 
and  of  my  ranking  member  of  the  sub- 
committee, Mr.  Coleman,  and  to  the 
chairman  and  ranking  member  of  the 
full  committee.  Chairman  Hawkins 
and  Mr.  Jeffords  for  all, of  their  work 
on  this  legislation.  It  is  a  tribute  to 
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them,  as  well  as  an  acknowledgement 
of  the  importance  of  these  higher  edu- 
cation programs  to  our  present  and 
future  strength  as  a  nation,  that  this 
measure  has  maintained  such  a  level 
of  bipartisan  support  throughout  the 
legislative  process. 

Finally,  let  me  mention  two  particu- 
lar provisions  in  the  legislation.  Under 
present  law,  there  are  two  supplemen- 
tal loan  programs— the  Supplemental 
Loan  Program  for  Students  [SLS] 
which  is  available  to  graduate  and  pro- 
fessional students  and  to  undergradu- 
ate students  who  have  been  deemed  to 
be  independent,  and  PLUS  loans, 
which  are  available  to  parents  of  de- 
pendent students.  While  the  loans  are 
in  many  ways  similar— there  is,  for  ex- 
ample, no  interest  subsidy  paid  by  the 
Government— the  repayment  terms 
under  the  two  programs  are  different. 
Under  the  student  loan  program,  the 
borrower  has  the  option,  with  the 
lender,  to  either  pay  only  the  interest 
on  the  loan  while  the  student  remains 
in  school,  or  to  capitalize  the  interest 
and  begin  repayment  after  completing 
school.  Under  the  parent  loan  pro- 
gram, repayment  of  both  principal  and 
interest  must  begin  within  90  days  of 
disbursement  of  the  loan,  under  exist- 
ing law. 

The  conference  report  makes  two 
important  changes  in  the  parent  loan 
program,  which  should  go  a  very  long 
way  in  making  this  program  more 
useful  to  families  whose  income  and 
assets  prevent  them  from  getting  a 
guaranteed  student  loan,  or  for  whom 
the  GSL  does  not  meet  educational 
costs.  The  first  is  to  add  a  variable  in- 
terest rate,  based  on  the  U.S.  Treasury 
bills,  a  change  which  was  due  to  the 
efforts  of  Congressman  Jeffords.  The 
second  change  would  allow  flexibility 
in  the  repayment  terms  of  these  loans, 
adding  the  interest  only  while  in 
school  and  capitalization  options  pres- 
ently available  under  the  student  loan 
program,  to  this  program.  The  combi- 
nation of  these  changes  will  make  this 
program  more  useful  to  families  which 
are  caught  in  the  crunch  between  in- 
creasing educational  costs,  and  the 
new  restrictions  on  the  more  expen- 
sive GSL  Program. 

I  have  already  mentioned  the  new 
construction  loan  program  included  in 
title  VII  of  the  conference  report.  The 
bill  also  includes,  in  conjunction  with 
that  program,  a  nondiscrimination 
provision,  initially  added  by  the  other 
body.  While  the  intent  of  that  provi- 
sion was  to  insure  that  none  of  the 
benefit  of  this  program  goes  to  those 
schools  which  follow  policies  of  racial 
or  other  discrimination— an  intent 
which  I  agree  with— the  language 
adopted  by  the  other  body  would  have 
precluded  the  participation  in  this 
program  by  a  great  number  of  private 
schools  which  maintain  their  identity 
through  the  religious  faith  commit- 
ment  of   fac'ilty,   staff,    and/or   stu- 


dents. Many  of  these  schools  are  no 
longer,  or  have  never  been,  formally 
tied  to  or  controlled  by  a  particular 
church  or  denomination,  but  nonethe- 
less have  maintained  a  commitment  to 
an  identifiable  set  of  religious  beliefs 
and  ask  their  faculty,  staff,  and/or 
students  to  accept  these  as  well.  While 
it  would  have  t)een  my  first  preference 
to  simply  remove  the  prohibition  on 
religious  discrimination,  as  has  been 
done  in  all  of  the  other  education  stat- 
utes, it  was  not  possible  to  get  the 
other  body  to  agree.  So  language  has 
been  included  in  the  bill  clarifying 
that  these  institutions  which  follow  an 
identifiable  set  of  religious  beliefs,  and 
which  require  their  faculty,  staffs,  or 
students  to  accept  these  religious  be- 
liefs, are  not  thereby  prohibited  from 
participating  in  this  program. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  1  minute  to  the  gentleman 
from  Massachusetts  [Mr.  Atkins]. 

Mr.  ATKINS.  Mr.  Speaker,  the  $10.2 
billion  authorized  by  this  legislation  is 
about  the  best  investment  in  this 
country's  future  that  I  can  imagine,  It 
will  open  the  doors  of  educational  op- 
portunity to  more  than  12  million  stu- 
dents. While  we  have  provided  the 
educational  opportunities  our  society 
so  desperately  needs,  we  have  held 
spending  below  current  authorization 
levels.  We  have  targeted  financial  aid 
to  students  and  families  with  the 
greatest  need,  and  we  have  found  af- 
fordable methods  of  assisting  middle- 
income  families. 

We  have  raised  financial  aid  levels  to 
reflect  the  increased  costs  of  higher 
education.  We  have  reenacted  a  stu- 
dent loan  consolidation  program  that 
will  let  students  stretch  out  their  re- 
payments and  lower  their  debt  bur- 
dens. We  have  set  up  new  tougher  pro- 
cedures for  collecting  on  defaulted  stu- 
dent loans. 

That  we  can  improve  the  act's  stu- 
dent aid  programs  and  save  money  at 
the  same  time  is  a  tribute  to  the  bipar- 
tisan effort  that  went  into  the  draft- 
ing of  this  bill.  I  would  especially  like 
to  congratulate  our  chairman,  Mr. 
Ford,  for  his  unending  efforts  on 
behalf  of  this  legislation. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  yield  2  minutes  to  the  gen- 
tleman from  Washington  [Mr.  Chan- 
dler]. 

Mr.  CHANDLER.  Mr.  Speaker, 
darned  near  everything  has  been  said 
on  this  bill.  I  just  want  to  rise  and  say 
"thank  you"  to  the  chairman  of  the 
Subcommittee  on  Higher  Education, 
■'thank  you"  to  the  ranking  member  of 
both  the  subcommittee  and  of  the 
committee. 

Last  year  I  read  in  the  Wall  Street 
Journal  about  a  program  up  at  Har- 
vard that  struck  my  imagination  as 
one  that  might  be  useful  for  the  whole 
country,  one  that  would  take  people 
who  had  served  in  a  career  for  some 


time,  20  or  25  years  and  then  train 
them  to  be  a  teacher. 

So  I  went  to  Mr.  Ford  and  asked  him 
his  ideas  about  it.  He  said,  "Why  don't 
you  introduce  a  bill?"  Later  he  sug- 
gested "let's  put  it  in  the  Higher  Edu- 
cation Act." 

Then  he  helped  me  get  it  through 
the  conference  committee,  as  did  the 
gentlemen  from  Missouri  [Mr.  Cole- 
man] and  Vermont  [Mr.  Jeffords]. 

I  think  this  is  an  example  of  people 
from  different  parties  working  togeth- 
er, holding  hearings  in  my  State,  and  I 
just  want  to  stop  for  just  a  moment, 
from  all  the  rest  of  the  discussion  of 
this  and  just  say  that  this  is  a  little 
personal  triumph  for  me.  It  is  my  first 
bill  through  the  Congress,  and  I  am 
tickled  about  that.  But  you  never  do 
anything  alone. 

Especially  to  you,  Mr.  Chairman, 
"thanks  a  million." 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  1  minute  to  the  gentleman 
from  Michigan  [Mr.  Kildee]. 

Mr.  PANETTA.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  KILDEE.  I  yield  to  the  gentle- 
man from  California. 

Mr.  PANETTA.  I  thank  the  gentle- 
man for  yielding. 

Mr.  Speaker,  I  rise  to  pay  tribute  to 
the  chairman  and  those  involved  in 
this  conference,  particularly  on  the 
foreign  language  areas,  title  VI.  If  we 
are  going  to  have  strong  higher  educa- 
tion in  this  country,  it  does  have  to 
emphasize  foreign  language  training. 

Mr.  KILDEE.  Mr.  Speaker,  I  rise  in 
support  of  the  conference  report  on  S. 
1965,  the  Higher  Education  Act 
Amendments  of  1986.  This  conference 
report  will  help  achieve  the  goal  of 
equal  educational  opportunity  by  re- 
authorizing grants  and  loans  to  the 
Nation's  colleges  and  their  students 
for  5  years.  I  commend  the  gentleman 
from  Michigan,  Chairman  Ford,  for 
skillfully  guiding  this  important  meas- 
ure through  Congress,  and  I  urge  my 
colleagues  to  support  it. 

I  was  a  conferee  for  title  XIII  of  this 
measure,  which  creates  an  autono- 
mous Institute  of  American  Indian 
and  Alaskan  Native  Culture  and  Arts. 
This  institute  will  be  a  continuation  of 
the  excellent  program  in  Santa  Fe, 
NM.  which  I  have  had  the  privilege  of 
visiting.  Special  attention  in  the  long 
effort  to  take  this  vital  step  goes  to 
Congressman  Richardson,  who  has 
worked  for  several  years  on  these  pro- 
visions. I  am  sure  that  it  will  allow 
continued  growth  in  the  program.  I 
believe  the  institute  will  be  a  show- 
place  for  young  Indian  artists  and  arti- 
sans. 

I  must  also  mention  the  fact  that 
the  conference  report  on  S.  1965  takes 
the  first  step  in  recognizing  the  need 
to  preserve  and  foster  native  Hawaiian 
art  and  culture.  The  grant  program 
authorized  by  this  section  is  not  in 
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competition  with,  but  is  separate  and 
in  addition  to,  the  program  in  Santa 
Pe.  As  such,  it  is  to  be  commended  and 
supported. 

In  addition,  the  conference  report  on 
S.  1965  incorporates  provisions  from 
H.R.  147,  which  I  introduced  on  Janu- 
ary 5,  1985,  and  which  is  cosponsored 
by  78  Members  of  the  House.  These 
provisions  ensure  funding  for  the  Na- 
tional Diffusion  Network. 

The  National  Diffusion  Network 
[NDN]  was  created  in  1974  by  the  De- 
partment of  Health,  Education,  and 
Welfare.  Its  objective  is  to  carry  out  a 
congressional  mandate  to  improve  edu- 
cational quality  through  the  dissemi- 
nation of  exemplary  educational  pro- 
grams to  school  districts  throughout 
the  United  States.  It  is  the  only  pro- 
gram in  the  country  that  has  this  ob- 
jective. The  NDN  also  provides  assist- 
ance to  school  districts  that  wish  to 
adopt  and  operate  any  of  these  pro- 
grams. Though  relatively  small,  the 
NDN  has  amassed  an  impressive 
record  of  success  in  meeting  this  objec- 
tive. 

Since  1974,  the  NDN  has  been  fos- 
tering the  improvement  of  educational 
practice  in  school  districts  in  all  50 
States,  the  District  of  Columbia,  the 
Virgin  Islands,  and  Puerto  Rico. 

Currently,  NDN  programs  are 
funded  from  tier  II  of  the  Secretary's 
discretionary  fund.  This  provision  en- 
sures funding  under  the  Secretary's 
fund  by  moving  it  into  tier  I  of  this 
fund. 

Also  incorporated  into  the  confer- 
ence report  on  S.  1965  are  provisions 
from  H.R.  2210,  which  I  introduced  on 
April  24,  1985.  H.R.  2210  adds  two 
principals  to  the  Assessment  Policy 
Committee  [APC],  a  body  established 
by  Congress  to  help  assess  education 
policymaking  at  the  local.  State,  and 
Federal  levels. 

These  provisions  will  enhance  the 
important  task  of  assessing  the 
achievement  levels  of  children  and 
young  adults  in  the  basic  skills  of 
reading,  mathematics,  and  communi- 
cation. 

Congress  mandated  a  national  as- 
sessment of  education  progress  when 
it  enacted  Public  Law  95-561,  the  Gen- 
eral Education  Provisions  Act 
[GEPAl.  The  APC  is  charged  with  the 
task  of  selecting  the  learning  areas  to 
be  assessed,  developing  goals  and  as- 
sessment objectives,  identifying  appro- 
priate methodology  and  ground  rules 
for  measuring  educational  progress 
and  determining  the  form  and  content 
of  the  assessment's  report,  as  well  as 
the  method  of  dissemination.  The 
APC  also  conducts  studies  on  how  to 
improve  the  ultimate  use  of  the  na- 
tional assessment. 

Principals  set  the  learning  climate, 
are  the  curriculum  leaders  and  are  the 
ones  who  implement  change  in  each 
school.  They  observe  and  assess  the 
daily  implementation  of  curricula.  Sec- 


ondary and  elementary  principals 
would  bring  to  the  APC  a  much 
needed  perspective  of  the  every  day 
implementation  and  assessment  of 
curricula.  This  measure  affords  the 
utilization  of  this  perspective. 

Finally,  Mr.  Speaker,  I  would  like  to 
take  this  opportunity  to  express  my 
heartfelt  appreciation  to  Mr.  David 
Solis,  formerly  of  my  staff,  whose 
hard  work,  contributed  greatly  to  the 
National  Diffusion  Network  and  the 
Assessment  Policy  Committee  provi- 
sions of  this  bill.  Mr.  Solis  has  recently 
returned  to  the  teaching  profession, 
and  I  am  sure  we  all  wish  him  well  in 
his  future  endeavors,. 

Again,  Mr.  Speaker,  I  urge  my  col- 
leagues to  support  the  conference 
report  on  S.  1965. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  1  minute  to  the  gentleman 
from  Florida  [Mr.  Fascell],  the  chair- 
man of  the  Committee  on  Foreign  Af- 
fairs. 

Mr.  FASCELL.  Mr.  Speaker,  I  take 
this  time  to  engage  the  subcommittee 
chairman  in  a  colloquy. 

Mr.  Speaker,  I  understand  that  the 
conference  agreement  contains  lan- 
guage creating  a  special  commission 
which  will  study  the  issue  of  title  IV 
eligibility  for  students  whose  immigra- 
tion status  is  pending  or  is  in  some 
other  way  unclarif  ied. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, if  the  gentleman  will  yield,  yes 
there  is  report  language  to  this  effect. 

Mr.  FASCELL.  I  would  like  to  sug- 
gest that  one  component  of  the  com- 
mission's study  in  this  area  be  an  ex- 
amination of  the  special  concerns  of 
higher  education  institutions  like 
Miami-Dade  Community  College  in 
Miami,  FL.  Miami-Dade  is  the  largest 
community  college  in  the  United 
States  and  has  a  long  and  distin- 
guished record  of  educating  students 
from  other  nations.  The  commission 
should  pay  special  attention  to  the 
students  of  Nicaraguan  descent  who 
are  enrolled  at  .Miami-Dade  smd  other 
higher  education  facilities  in  south 
Florida.  The  administration's  refusal 
to  clarify  the  immigration  status  of 
these  students  has  placed  their  educa- 
tional future  in  peril.  Miami-Dade 
argues  that  an  educated  populace  is  a 
productive  populace.  I  trust  that  these 
special  concerns  can  be  included  in  the 
commission's  mandate. 

Mr.  FORD  of  Michigan.  I,  too,  would 
hope  that  the  commission  would  pay 
special  attention  to  concerns  of  this 
nature. 

Mr.  Speaker,  I  yield  1  minute  to  the 
gentleman  from  Kentucky  [Mr.  Per- 
kins]. 

Mr.  PERKINS.  Mr.  Speaker,  I  ap- 
preciate the  chairman  giving  me  this 
opportunity  to  rise  and  voice  my 
strong  support  for  this  conference 
report.  We  have  gone  through  an  ex- 
tensive examination  of  all  the  higher 
education  programs  and  I  feel  that  we 


have  been  able  to  put  together  a  bill 
that  addresses  many  of  the  needs  that 
are  facing  the  higher  education  com- 
munity today.  I  feel  that  this  bill  also 
provides  the  structure  for  today's  pro- 
grams to  face  tomorrow's  problems  as 
higher  education  grows  and  expands 
through  the  5-year  life  of  this  reau- 
thorization. 

In  this  conference  report  we  were 
able  to  preserve  the  present  interest 
rates  on  the  guaranteed  student  loans 
that  are  used  and  critically  needed  by 
today's  students.  We  were  also  able  to 
open  the  door  of  hope  and  access  a 
little  wider  for  the  nontraditional  stu- 
dents. Many  of  the  truly  deserving  will 
become  eligible  for  Pell  grants  in  the 
coming  years  as  a  result  of  this  initia- 
tive. Hopefully  we  will  be  wise  enough 
to  continue  to  build  on  this  idea  and 
provide  more  access  for  nontraditional 
students  in  the  future. 

I  congratulate  the  chairman  of  our 
postsecondary  subcommittee  on  his 
excellent  leadership  and  hard  work 
throughout  the  hearings,  markups, 
and  the  conference  proceedings  with 
the  Senate.  Because  of  Congressman 
Ford's  dedication  to  this  legislation  we 
have  a  reauthorization  that  deserves 
unanimous  support  from  both  Houses 
of  Congress.  I  urge  everyone  to  vote 
for  approval  of  this  conference  report 
on  S.  1965. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  yield  1  minute  to  the  gentleman 
from  the  Virgin  Islands  [Mr.  de  Lugo]. 

Mr.  ECKART  of  Ohio.  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  DE  LUGO.  I  yield  to  the  gentle- 
man from  Ohio. 

Mr.  ECKART  of  Ohio.  Mr.  Speaker, 
the  Education  and  Labor  Committee, 
and  the  conference  committee  both  on 
which  I  sit,  faced  a  formidable  task  in 
reauthorizing  the  Higher  Education 
Act.  While  increasing  tuitions  at  insti- 
tutions force  more  students  to  seek  fi- 
nancial assistance,  the  budget  deficits 
are  placing  great  pressure  on  Congress 
to  control  student  aid  costs.  Through 
enormous  diligence,  we  were  successful 
in  drafting  a  bill  which  provides  more 
aid  to  individual  students  while  keep- 
ing costs  down. 

I  am  particularly  pleased  with  this 
bill  as  it  serves  the  needs  of  the  non- 
traditional  students.  As  a  Representa- 
tive of  northeastern  Ohio,  I  have  striv- 
en to  provide  assistance  to  the  many 
workers  in  my  district  who  have  per- 
manently lost  their  jobs.  The  econom- 
ic dislocation  in  our  economy  has  been 
enormous  in  the  past  decade,  with  mil- 
lions of  workers  losing  their  jobs. 
Thousands  of  those  coming  from 
northern  Ohio.  Yet,  few  Federal  funds 
are  available  to  help  these  workers  get 
back  on  their  feet.  This  Congress,  I  in- 
troduced a  provision,  included  in  this 
bill,  which  allows  dislocated  workers  to 
qualify  for  student  aid  so  that  they 
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can  pursue  additional  education  and 
training  to  reenter  the  work  force. 

Significant  barriers  stand  in  the  way 
of  these  pursuits.  Many  of  these  work- 
ers have  financial  responsibilities  such 
as  owning  homes  and  providing  for 
their  families,  which  render  them  in- 
eligible for  assistance.  My  amendment 
allows  that  for  these  workers,  the 
principal  place  of  residence  is  not  com- 
puted as  an  asset,  and  unemploymet 
insurance  is  not  considered  income  to 
determine  their  needs  for  Federal  aid. 
This  provision  is  also  extraordinary 
because  it  provides  these  workers  with 
the  opportunity  to  enter  an  education- 
al or  retraining  program  unique  to 
their  particular  needs  and  abilities. 

Mr.  Speaker,  education  is  the  step- 
ladder  by  which  each  generation  im- 
proves over  the  past. 

Job  retraining  and  education  oppor- 
tunity are  the  keys  to  future  economic 
development  in  the  industrial  Mid- 
west. It  is  not  enough  to  retool  our 
factories;  we  must  also  reskill  our 
workers  as  well.  Hope,  access,  opportu- 
nity, this  conference  report  represents 
that  for  millions  in  our  society. 

Mr.  Speaker,  I  urge  support  for  this 
legislation.  I  commend  Chairman 
Hawkins  and  Chairman  Ford  for 
their  excellent  work  in  writing  this 
legislation. 

Mr.  DE  LUGO.  Mr.  Speaker,  I  rise  in 
support  of  approval  of  the  conference 
report  on  the  Higher  Education  Act 
Amendments  of  1986.  While  I  regret 
that  we  could  not  be  more  generous  in 
authorizing  these  programs,  I  believe 
that  passage  of  the  proposal  before 
this  body  today  will  reaffirm  Congress' 
commitment  to  assuring  access  to 
higher  education. 

I  am  particularly  pleased  to  note 
that,  in  referring  to  the  definition  of 
"historically  black  colleges  and  univer- 
sities" under  title  III.  of  the  act,  the 
conference  report  specifies  that  the 
definition  includes  "many  institutions 
*  •  •  at  least  one  established  as  late  as 
1963".  The  College  of  the  Virgin  Is- 
lands is  one  such  institution. 

The  College  of  the  Virgin  Islands 
was  created  to  serve  the  needs  of  the 
U.S.  Virgin  Islands  community.  This  is 
a  primarily  black  community,  and  the 
school  was  created  to  offer  an  access 
to  higher  education  previously  un- 
available to  the  native  West  Indian 
residents  of  the  territory.  The  school 
has  done,  and  continues  to  do,  a  com- 
mendable job  in  this  regard.  It  fits 
squarely  within  the  objectives  of  the 
part  B  set-aside.  Its  student  body  has 
historically  been  primarily  black,  and 
is  expected  to  be  in  the  future. 

Unfortunately,  earlier  definitions  of 
historically  black  institutions  had  ex- 
cluded the  College  of  the  Virgin  Is- 
lands because  it  was  created  after  the 
landmark  civil  rights  case.  Brown 
versus  The  Board  of  Education.  Yet, 
the  college's  function  has  been  the 
same  as  those  institutions:  to  provide 


quality  postsecondary  education  to 
black  students  with  limited  access  to 
other  institutions  of  higher  learning. 

I  thank  the  gentleman  from  Califor- 
nia, Chairman  Hawkins,  the  gentle- 
man from  Michigan,  Bill  Ford,  chair- 
man of  the  conference  committee  for 
their  role  in  making  clear  that  the 
College  of  the  Virgin  Islands  is  includ- 
ed under  the  part  B  set-aside.  I  appre- 
ciate their  understanding  of  the  im- 
portance of  the  college  to  the  future 
of  the  U.S.  Virgin  Islands  and  their 
care  in  assuring  that  black  students  in 
that  part  of  the  country  benefit  from 
the  same  consideration  as  their  main- 
land counterparts. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  yield  myself  such  time  as  I 
may  consume. 

Mr.  Speaker,  in  closing,  let  me  just 
say  there  has  been  a  lot  of  commenda- 
tion today  to  the  Members  who  have 
been  involved.  I  also  want  to  say  thank 
you  to  the  fine  staff  which  has  sup- 
ported us.  This  is  a  very  complicated 
and  complex  bill  and  subject  matter, 
and  both  the  Republican  and  Demo- 
cratic staff  members  deserve  a  great 
deal  of  credit  for  the  success  of  this 
particular  conference  report. 

I  think  all  of  us  want  to  thank  them 
today. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, will  the  gentleman  yield? 

Mr.  COLEMAN  of  Missouri.  I  yield 
to  the  gentleman  from  Michigan. 

Mr.  FORD  of  Michigan.  I  thank  the 
gentleman  for  yielding. 

Mr.  Speaker,  I  thank  the  gentleman 
from  Missouri  for  his  remarks,  and  I 
associate  myself  with  his  remarks. 
Indeed,  this  has  been  a  monumental 
task  for  both  the  majority  and  minori- 
ty, and  they  have  performed  well. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  yield  the  balance  of  our 
time  to  the  gentleman  from  Michigan 

[Mr.  PURSELL]. 

Mr.  PURSELL.  I  thank  the  gentle- 
man for  yielding. 

Mr.  Speaker,  as  a  member  of  the 
Committee  on  Appropriations'  Sub- 
committee on  Higher  Education,  I 
want  to  say  congratulations  to  Chair- 
man Ford  and  Congressman  Coleman 
and  others  who  have  presented  an  out- 
standing bill  for  this  country  for  the 
next  5  years. 

Mr.  Natcher  and  I  and  others  on  the 
subcommittee  have  set  aside  the  re- 
serves, earmarked  dollars  for  higher 
education,  and  we  are  prepared  to 
fully  fund  the  authorization  bill  at  the 
maximum  level. 

I  just  want  to  congratulate  Con- 
gressman Ford  and  others  who  have 
an  outstanding  long  career  of  provid- 
ing funds  for  our  students  and  people 
in  higher  education  in  America. 

I  congratulate  the  gentleman  for  an 
outstanding  piece  of  work  and  yield 
back  the  balance  of  my  time. 

Mr.  McCain.  Mr.  Speaker,  today  I  rise  in 
strong  support  of  the  conference  report  on 


the  Reauthorization  of  the  Higher  Education 
Act.  During  the  98th  Congress,  I  served  on 
the  Committee  on  Education  and  Labor  which 
was  holding  preliminary  hearings  on  this  topic 
and  since  then  I  have  taken  a  strong  interest 
in  this  reauthorization.  My  district  includes  one 
of  our  Nation's  largest  and  finest  universities, 
Arizona  State  University,  and  my  State  of  Ari- 
zona is  the  home  of  several  other  fine  institu- 
tions of  higher  learning.  The  huge  private  and 
State  funding  available  to  many  Eastern 
schools  does  not  exist  for  schools  in  my 
State.  That  is  why  this  bill  is  so  important  to 
me. 

I  was  most  gratified  to  see  that  changes 
were  made  allowing  for  increased  student 
loans  and  grants.  The  action  to  expand  aid  to 
part  time  and  nontraditional  students  is  ex- 
tremely important  to  me  and  to  Arizona.  As 
many  Members  have  said  today,  the  archtypi- 
cal  college  student  is  no  longer  18  to  22  years 
old.  upper  middle  class  and  supported  by  his 
or  her  parents.  We  need  to  provide  for  all 
Americans,  no  matter  what  age  or  back- 
ground. Part-time  students  training  for  a  better 
job  or  retraining  to  start  a  new  career  will  es- 
pecially benefit.  In  Arizona,  this  group  includes 
dislocated  copper  workers  and  countless 
others. 

This  bill  also  provides  for  aid  to  postsecond- 
ary Institutions  beyond  the  standard  4-year 
college,  university,  or  graduate  school.  We 
recognized  the  existence  and  needs  of  techni- 
cal and  business  schools,  so  important  in  our 
Nation's  move  toward  a  high-technological 
service-oriented  economy. 

This  reauthorization  is  vital  to  our  Nation 
and  I  urge  my  colleagues'  strong  support.  As 
a  father,  I  believe  this  Nation  must  make 
every  effort  to  invest  in  our  most  important 
natural  resource,  our  children. 

Mr.  OILMAN.  Mr.  Speaker,  I  rise  in  support 
of  the  conference  report  on  S.  1965,  the 
Higher  Education  Act  Amendments  of  1986.  I 
would  like  to  commend  the  gentleman  from 
California  [Mr.  Hawkins]  for  the  leadership  he 
has  provided  us  in  bringing  this  legislation 
before  us  today  and  for  his  continuous  sup- 
port of  higher  education. 

Mr.  Speaker,  yesterday  we  debated  for  the 
rights  of  our  senior  citizens.  Today,  we  are  ar- 
guing for  the  rights  of  an  extremely  important 
segment  of  our  population,  our  young  people. 
The  future  leaders  of  our  Nation  and  this  Gov- 
ernment lies  with  our  young  citizens.  A  stu- 
dent loan  or  a  Pell  grant  can  make  all  the  dif- 
ference in  allowing  a  person  to  receive  a 
higher  education.  We  must  not  deny  them  the 
opportunity  to  better  themselves  merely  be- 
cause they  may  not  have  the  financial  means 
to  do  so. 

This  legislation  will  help  allow  our  nontradi- 
tional students  to  obtain  an  education.  In 
these  days  of  financial  troubles,  many  stu- 
dents cannot  afford  to  attend  school  on  a  full- 
time  basis  or  choose  to  enter  the  work  force 
and  return  to  their  education  later.  This  con- 
ference report  extends  to  those  students  who 
attend  less  than  part  time,  access  to  aid.  This 
will  allow  many  of  our  students  to  remain  in 
school  while  also  opening  doors  to  many  of 
our  older  citizens. 

I  believe  the  conference  committee  has 
done  an  outstanding  job  in  helping  build  a 
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strong  higher  educational  system  while  work- 
ing within  strict  monetary  constraints.  Accord- 
ingly, I  urge  my  colleagues  to  support  the  con- 
ference report  on  S.  1 965,  to  ensure  the  con- 
tinued prosperity  of  our  educational  system 
and  of  our  young  people. 

Mr.  AKAKA.  Mr.  Speaker,  I  rise  in  strong 
support  of  the  conference  report  on  the  bill,  S. 
1965,  the  Higher  Education  Act  amendments. 

Of  particular  interest  to  me  and  my  constitu- 
ents is  a  provision  in  the  conference  report 
which  affords  particular  attention  to  native  Ha- 
waiians.  Specifically,  the  conferees  have 
agreed  to  provide  funds  for  the  purpose  of  es- 
tablishing a  Native  Hawaiian  Culture  and  Art 
Development  Program  in  order  that  their  pre- 
cious art  and  cultural  history  may  be  pre- 
served. 

Clearly,  the  conferees  believe,  and  I  concur, 
that  such  a  program  is  vital  to  the  promotion 
and  protection  of  native  Hawaiian  culture  and 
art.  It  is  generally  agreed  that  a  Native  Hawai- 
ian Culture  and  Art  Development  Program,  in- 
dependent of  the  Culture  and  Arts  Develop- 
ment Institute  established  for  American  Indi- 
ans and  Alaskan  Natives,  provides  the  most 
effective  means  for  the  Federal  Government 
to  support  research  and  scholarship  in  native 
Hawaiian  art  and  culture. 

Under  the  provisions  of  S.  1965,  the  Secre- 
tary will  make  a  grant  to  a  private,  nonprofit 
organization  or  institution  primarily  serving  and 
representing  Hawaiian  natives.  It  is  imperative 
that  the  importance  of  efficient  management 
of  this  grant  be  recognized,  and  as  such  the 
Secretary  should  ensure  that  said  grant  be 
made  to  an  established  organization  knowl- 
edgeable in  the  cultural  and  artistic  heritage  of 
native  Hawaiians.  Sucti  an  institution  is  the 
Bernice  Pauahi  Bishop  Museum,  in  Honolulu, 
HI,  which  serves  as  an  invaluable  resource  in 
the  study  of  Hawaiian  culture.  The  Secretary 
would  no  doubt  be  acting  in  accordance  with 
the  intent  of  this  provision  to  exercise  maxi- 
mum flexibility  in  allowing  the  Bishop  Museum 
to  administer  this^grant. 

A  very  important  element  in  the  success  of 
this  program  will  certainly  be  the  establish- 
ment of  a  governing  board  to  control  its  activi- 
ties. Indeed,  the  need  for  expert  representa- 
tion in  order  to  ensure  the  long-term  viability 
of  the  program  cannot  be  overemphasized. 
Therefore,  it  is  envisioned  that  the  board  shall 
be  comprised  of  individuals  who  are  native 
Hawaiian,  or  other  individuals,  who  are  widely 
recognized  in  the  field  of  Hawaiian  art  and  cul- 
ture, of  which  the  total  number  of  voting  mem- 
t)ers  shall  be  13.  The  members  of  the  board 
should  be  appointed  by  the  Governor  of  the 
State  of  Hawaii. 

The  board's  leadership  should  include  as 
chairman,  the  chairman  of  the  Office  of  Ha- 
waiian Affairs,  and  as  vice-chairman,  the  presi- 
dent of  the  Bishop  Museum.  In  addition,  the 
president  of  the  University  of  Hawaii  should 
occupy  a  seat  on  the  board.  In  making  the  1 0 
additional  appointments,  the  Governor  should 
consult  with  and  seek  nominations  from  native 
Hawaiian  organizations  within  the  State  of 
Hawaii,  and  should  ensure  that  their  terms 
rotate,  at  least  every  6  years.  Ideally,  no 
member  would  be  eligible  to  serve  in  excess 
of  two  consecutive  terms,  but  may  continue  to 
serve  until  such  member's  successor  has 
been  appointed. 


Of  the  members  first  appointed,  three 
should  be  appointed  for  terms  of  2  years, 
three  should  be  appointed  for  4  years,  and 
four  should  be  appointed  for  terms  of  6  years; 
as  designated  by  the  Governor  at  the  time  of 
appointment.  Such  terms  will  surely  result  in 
the  most  efficient  administration  possible. 

The  composition  of  its  board  will  not  be  the 
sole  determinant  of  success  for  this  program^ 
Also  imperative  to  its  success  is  the  location 
of  this  program  in  an  environment  comple- 
mentary to  its  objectives.  As  we  are  well 
aware  of  the  historic  expertise  of  the  Bishop 
Museum  in  acquiring,  preserving,  and  promot- 
ing the  art  and  culture  of  native  Hawaiians,  it 
would  be  most  appropriate  for  us  to  intend 
that  the  Bishop  Museum  be  maintained  as  the 
location  for  the  Native  Hawaiian  Culture  and 
Art  Development  Program. 

Finally,  it  would  certainly  be  of  great  assist- 
ance to  Congress  if  the  Secretary  would  see 
that  a  report  be  submitted  to  the  Congress 
annually  by  the  Department  describing  the  ef- 
forts being  made  to  date  to  identify  and  per- 
serve  and  perpetuate  native  Hawaiian  art  and 
culture. 

Mr.  Speaker,  I  am  sure  that  I  speak  for  Ha- 
waii's entire  population  when  I  say  that  the 
committee  and  its  staff  should  be  thanked  and 
commended  for  their  sensitivity  to  the  need 
for  preservation  and  promotion  of  native  Ha- 
waiian art  and  culture.  I  would  like  to  go  on 
record  as  saying  that  I  will  be  sure  to  monitor 
the  progress  of  this  program  as  closely  as 
possible  to  ensure  that  the  intent  of  Congress 
is  best  fulfilled. 

Mr.  HAWKINS.  Mr.  Speaker.  I  appreciate 
the  opportunity  to  comment  briefly  and  affirm- 
atively on  the  conference  report  on  S.  1965, 
the  Higher  Education  Amendments  of  1986. 

The  reauthorization  of  the  Higher  Education 
Act  of  1965  is  overwhelmingly  significant 
today,  because  of  the  high  cost  of  going  to 
college,  and  because  S.  1965  seeks  to  keep 
access  to  college  open  to  all  students,  and 
especially  to  capable  students  who  want  to  go 
to  college,  but  who  also  have  great  financial 
need. 

Additionally.  S.  1965  addresses  the  goal  of 
equal  educational  opportunity  through  im- 
provements in  student  financial  assistance 
programs,  through  balance  and  equity  provi- 
sions in  these  programs,  by  making  the 
system  fairer  in  determining  the  share  of  edu- 
cational costs  students  and  their  families  can 
be  expected  to  bear,  by  providing  more  effec- 
tive service  to  the  nontraditlonal  student,  and 
by  providing  certain  increases  in,  and  better 
targeting  of  student  financial  aid  programs. 

Of  particular  interest  to  me  in  this  landmark 
proposal  is  title  III.  The  provisions  of  this  title 
are  substantially  similar  to  legislation  I  intro- 
duced earlier  this  year,  H.R.  2907,  a  bill  that 
revised  and  modified  title  III.  I  want  to  express 
my  appreciation  to  the  subcommittee  chair- 
man for  his  careful  consideration  of  the  pro- 
posed changes  to  title  III  which  were  ultimate- 
ly adopted  by  the  conference  committee  and 
which  I  believe  are  key  to  ensuring  an  equal 
opportunity  for  a  higher  education  for  all 
Americans— particulariy  minority,  low-income, 
and  educationally  disadvantaged  students. 

The  intent  of  title  III  is  to  provide  grants  of 
assistance  to  less  developed  colleges  and 
universities  which  serve  large  numbers  of  low- 


income  and  minority  students,  in  an  effort  to 
help  these  institutions  strengthen  their  aca- 
demic programs  amj  management  capabilities 
and  move  toward  self-sufficiency.  I  believe  It 
is  unquestionably  in  our  Nation's  interest  to 
ensure  the  stability  and  growth  of  the  many 
postsecondary  institutions  that  are  struggling 
to  survive  in  the  face  of  declining  enrollments 
and  scarce  resources.  The  purpose  of  this 
title  is  to  assist  these  institutions  in  equalizing 
educational  opportunity  by  expanding  the  ave- 
nues of  access  to  a  higher  education. 

While  current  law  has  provided  valuable  as- 
sistance to  many  developing  postsecondary 
institutions,  there  are  many  other  intended 
beneficiaries  of  title  III  assistance  that  have 
not  received  a  sufficient  or  fair  share  of  avail- 
able funds— funds,  I  might  add,  that  have 
never  been  adequate  to  assist  all  deserving 
institutions.  This  is  particularly  true  for  histori- 
cally black  colleges  and  universities,  and  other 
institutions  sen^ng  large  numljers  of  minority 
and  low-income  students.  Accordingly,  the  re- 
vised title  III  eliminates  duplicative  and  confus- 
ing eligibility  requirements  that  have  contribut- 
ed to  a  lack  of  effective  distribution  of  funds  in 
the  past,  and  is  restructured  to  ensure  that  in- 
tended beneficiaries  of  title  III  funds  will  tie  eli- 
gible to  receive  grants  of  assistance. 

The  revised  title  III  creates  a  new  part 
which  authorizes  grants  to  historically  black 
colleges.  Other  institutions  with  large  concen- 
trations of  minority  students  may  be  eligible 
for  title  III  assistance  based  in  part  on  their 
minority  enrollment.  Developing  schools  serv- 
ing large  numbers  of  low-income  students 
may  establish  title  III  eligibility  under  clearer 
requirements  based  on  up-to-date  student  in- 
formation. Also,  a  relatively  substantial  per- 
centage of  title  III  funds  in  set  aside  for  eligi- 
ble junior  and  community  colleges.  In  additkjn 
to  basic  grants  of  assistance,  title  III  recipients 
may  receive  matching  grants  to  establish  or 
build  their  endowments — certainly  an  impor- 
tant step  toward  achieving  financial  self-suffi- 
ciency for  any  school. 

Title  III  is  an  integral  and  important  part  of 
S,  1965  for  many  reasons,  not  the  least  of 
which  is  furthering  our  national  commitment  to 
equal  educational  opportunity  for  all  of  our  citi- 
zens, regardless  of  race,  national  origin,  or 
family  income.  I  therefore  urge  my  colleagues 
to  approve  the  conference  report  on  S.  1965. 

Mr.  VENTO.  Mr.  Speaker.  I  am  pleased  to 
support  the  Higher  Education  Act  amend- 
ments conference  committee  report. 

This  bill  reconfirms  our  commitment  to 
higher  education  by  realistically  compensating 
for  increased  costs  by  increasing  the  appro- 
priation in  this  time  of  budget  constraint. 

The  Higher  Education  Act  amendments  rep- 
resent a  significant  investment  in  America's 
future.  Federal  student  assistance  is  among 
our  most  successful  programs.  It  is  important 
to  keep  higher  education  as  a  national  priority 
and  to  ensure  that  every  American  has  the 
opportunity  to  attend  college. 

I  am  particularly  happy  to  see  a  provision 
concerning  deferments  for  guaranteed  student 
loans  contained  in  this  bill.  By  including  this 
one  small  provision  we  have  prevented  an  in- 
justice from  occurring  in  the  future.  That  provi- 
sion is  a  deferment  for  single  parents  with  dis- 
abled dependents. 
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A  woman  in  my  district  is  suffering  due  to 
just  such  an  oversight  in  current  law.  She  is 
unable  to  work  because  her  3-year-old  child 
has  cancer  but  was  unable  to  obtain  a  defer- 
ment. Deferments  were  available  to  individuals 
with  a  disabled  spouse  but  not  for  a  single 
parent  with  a  disabled  dependent.  Although 
she  was  undergoing  extreme  stress  she  has 
led  a  one  women  fight  in  demanding  that  this 
Injustice  be  con-ected.  Congress  listened.  Due 
in  part  to  my  constituent's  diligent  efforts, 
people  in  her  circumstance  will  be  protected 
in  ttie  future. 

Unfortunately,  this  change  is  not  retroactive 
but  it  does  prevent  this  circumstance  from  oc- 
currir^  in  ttie  future.  I  have  t>een  told  that  due 
to  budget  constraints  deferments  contained  in 
this  bill  are  not  retroactive.  Although  I  would 
have  preferred  to  see  this  change  help  my 
constituent,  I  feel  the  change  was  a  reasona- 
ble solution  to  the  problem  and  will  effectively 
prevent  this  situation  from  reocurring. 

Importantly  is  the  opportunity  to  consolidate 
an  individuals  guaranteed  student  loans  in  the 
conference  report  before  us  today,  this  is 
surety  an  avenue  to  help  redress  existing 
loans  that  provide  no  such  deferment,  if  other 
conditions  as  to  the  amount  and  circumstance 
can  be  met. 

I'm  pleased  to  rise  in  strong  support  and 
urge  my  collegues  to  support  the  Higher  Edu- 
cation Conference  Committee  report  before 
the  House  today. 

Mr.  RAHALL.  Mr.  Speaker,  I  rise  today  in 
support  of  the  conference  report  for  S.  1965, 
tfie  Higher  Education  Act  amendments.  This 
report  represents  a  bipartisan  rejection  of  the 
administration's  proposals  for  deep  cuts  in 
higher  education,  and  I  commend  the  confer- 
ees on  their  diligence  and  efforts  on  behalf  of 
our  Nation's  low-  to  middle-income  students. 

As  a  strong  proponent  of  legislation  de- 
sigrfed  to  enhance  our  Nation's  educational 
capabilities,  I  am  particularly  interested  in  this 
authonzation  bill.  I  have  reviewed  information 
which  outlines  the  need  for  student  financial 
aid  in  my  home  State  of  West  Virginia  and 
cannot  overstate  the  hope  that  the  adoption 
of  this  measure  will  provide  for  many  of  my 
low-  to  middle-income  constituents  who,  with- 
out this  assistance,  would  have  little  to  no 
hope  of  obtaining  a  college  education.  I  would 
like  to  bnefly  outline  the  situation  in  West  Vir- 
ginia in  this  regard.  In  this  way,  I  hope  to  go 
t)eyond  the  basic  understanding  of  need  to 
show  in  broad  terms  the  number  of  people 
helped  by  federal  student  financial  aid  in  West 
Virginia,  as  well  as  the  additional  unfulfilled 
r>eed  that  exists. 

In  March  1985,  a  report  was  released  by 
the  West  Virginia  Association  of  Student  Fi- 
nancial Aid  Administrators  on  financial  aid 
corKems.  The  board  of  regents  had  conduct- 
ed a  survey  of  student  assistance  awarded  to 
undergraduate  students  enrolled  in  West  Vir- 
ginia public  and  private  colleges  during  the 
1983-84  academic  year.  The  cntical  impor- 
tance of  federally  supported  or  regulated  stu- 
dent aid  programs  is  demonstrated  by  the  fact 
that  76.2  percent  of  all  assistance  awarded  in 
that  year  came  from  Federal  programs.  The 
percentages  of  undergraduate  students  re- 
ceiving some  form  of  financial  assistance 
were  41.5  percent  at  public  institutions,  and 
59.0  percent  at  private  colleges.  While  ap- 


proximately S100.1  million  in  student  assist- 
ance was  awarded  at  ail  levels,  schools  esti- 
mated a  funding  shortfall  of  $61  million  in 
comparing  demonstrated  needs  to  available 
student  aid  dollars.  The  data  indicate  that 
large  numbers  of  students  are  not  receiving 
needed  aid  dollars  at  current  funding  levels. 
The  report  concluded  that  a  reduction  in  fund- 
ing may  be  expected  to  exacerbate  the  seri- 
ous college  access  problem  already  in  exist- 
ence. 

In  addition  to  the  Guaranteed  Student  Loan 
(GSL]  Program,  which  subsidizes  borrowing 
for  low-  to  middle-income  students,  and  the 
Pell  Grant  Program,  the  primary  source  of 
Federal  student  aid  fund  for  low-income  stu- 
dents, the  conference  agreement  reauthonzes 
a  number  of  other  programs  which  are  de- 
signed to  enhance  educational  opportunities 
for  our  Nation's  low-  and  middle-income  popu- 
lation. Students  would  be  allowed  to  borrow 
substantially  more  in  low-interest  loans  to  pay 
their  college  tuition  bills,  and  access  to  Pell 
grants  and  other  forms  of  Federal  aid  would 
be  increased  to  part-time  students  due  to  the 
increasing  trend  of  part-time  attendance  by 
people  who  are  going  to  college  later  in  life.  In 
addition,  the  measure  includes  a  revised  pro- 
gram of  support  for  continuing  education,  new 
grants  for  campus  child  care  programs  and 
provisions  allowing  students  to  postpone  re- 
payment of  past  college  loans  if  they  return  to 
school  part  time. 

In  all,  the  conference  report  would  authorize 
the  following  amounts  in  millions  of  dollars  1or 
fiscal  1987  (the  figure  in  parentheses  repre- 
sents fiscal  1986  appropriations):  Pell  grants, 
$4,600,  with  no  authorization  ceiling  ($3,578); 
guaranteed  student  loans,  $3,200  with  no  au- 
thorization ceiling  ($3,259);  supplemental  edu- 
cational opportunity  grants,  $490  ($395);  na- 
tional direct  student  loans,  $275  ($209); 
income-contingent  loan  demonstration 
projects,  $5  (SO);  college  work-study,  $656 
($567);  TRIO,  special  services  tor  the  disad- 
vantaged, $205  ($169);  State  student  incen- 
tive grants,  $85  ($73);  programs  for  migrant 
farmworkers,  $9  ($7);  Commission  on  college 
financing,  $2  ($0);  merit  scholarships,  $8  ($0); 
Child  care  grants,  $10  ($0);  Veterans'  serv- 
ices, $5  (S3);  Continuing  education,  $10  ($0); 
College  libranes,  $30  ($7);  Developing  institu- 
tions, $245  ($135);  Teacher  training,  $60 
($20);  International  education,  $55  ($27);  Fa- 
cilities construction,  $100  ($50);  Cooperative 
education,  $17  ($14);  Graduate  education, 
$90  ($19);  Postsecondary  improvement,  $25 
($17);  Urban  universities,  $17  ($0);  Total, 
higher  education  programs,  $10,199  ($8,549). 

The  programs  authorized  by  this  conference 
report  are  of  vital  importance  in  providing  for 
the  need  this  Nation's  students  face.  This 
measure  begins  to  bring  our  funding  policies 
for  education  programs  back  from  the  destruc- 
tive path  into  which  the  current  administration 
has  led  us.  This  is  an  important  step  in  this 
effort,  and  I  commend  the  gentleman  from 
Michigan  [Mr.  Ford],  chairman  of  the  Sub- 
committee on  Postsecondary  Education,  the 
gentleman  from  California,  [Mr.  Hawkins], 
chairman  of  the  full  Committee  on  Education 
and  Labor  and  all  those  members  of  the  com- 
mittee and  conferees  who  are  responsible  for 
bringing   this  promising   measure   before   us 


today.  I  urge  my  colleagues  to  support  adop- 
tion of  this  conference  report. 

Mr.  DORGAN  of  North  Dakota.  Mr.  Speaker, 
I  rise  in  support  of  the  conference  report  on 
the  higher  education  reauthorization.  A  strong 
financial  aid  program  is  essential  to  our  na- 
tional security.  By  opening  the  doors  of  edu- 
cational opportunity  to  all,  we  ensure  that 
America  will  continue  to  have  a  large  pool  of 
well  educated  future  leaders. 

While  the  bill  was  being  drafted  in  the 
House,  I  supported  a  provision  which  excludes 
income  from  foreclosure,  forfeiture,  liquidation, 
or  bankruptcy  from  the  calculation  of  family 
assets.  This  provision  will  help  students  from 
farm  families  qualify  for  the  financial  aid  they 
need  to  continue  their  education. 

Similarly,  it  is  my  hope  that  the  imposition  of 
a  needs  test  will  provide  the  means  to  a  more 
equitable  and  fair  distribution  of  Federal  as- 
sistance while  not  proving  discriminatory 
toward  the  family  farmer  who  may  be  asset 
rich  and  cash  poor.  The  asset  protection 
measures  in  the  bill  should  prevent  the  need 
to  cannibalize  the  family's  income  producing 
assets  in  order  to  finance  a  student's  educa- 
tion. However,  I  will  be  watching  this  new 
aspect  of  the  Federal  financial  aid  program  to 
be  sure  that  it  does  not  adversely  effect  stu- 
dents who  truly  deserve  financial  assistance. 

I  want  to  thank  my  colleagues  for  their  hard 
work  on  this  legislation;  it  clearly  demon- 
strates that  with  careful  consideration.  Federal 
programs  can  be  effective  and  cost  efficient. 

Mr.  FASCELL.  Mr.  Speaker,  1  rise  in  support 
of  the  Higher  Education  Act  conference 
report,  specifically  the  provision  which  reau- 
thorizes the  U.S.  Institute  of  Peace  for  two  ad- 
ditional years.  The  conference  measure  pro- 
vides for  funding  levels  identical  to  the  Insti- 
tute's initial  authorization,  that  is  $6  million  for 
fiscal  year  1987  and  S10  million  for  fiscal  year 
1988. 

As  my  colleagues  will  recall,  the  U.S.  Insti- 
tute of  Peace  was  enacted  in  October  1984 
and  only  recently  has  become  operational 
with  the  appointment  of  its  Board  of  Directors. 
Since  that  time,  the  U.S.  Institute  of  Peace's 
Board  of  Directors  has  met  on  numerous  oc- 
casions in  order  to  move  forward  on  establish- 
ing a  viable  and  operational  U.S.  Institute  of 
Peace. 

I  am  pleased  with  the  progress  that  the  U.S. 
Institute  of  Peace  has  made  and  believe  that 
now  more  than  ever  this  Institute  can  serve  as 
a  vital  role  in  the  development  and  strength- 
ening in  peace  research  and  education.  I 
would  like  to  commend  my  colleagues,  Gus 
Hawkins,  the  chairman  of  the  Education  and 
Labor  Committee,  and  Bill  Ford,  chairman  of 
the  Postsecondary  Education  SutKommittee 
for  their  support  in  conference  for  reauthoriz- 
ing the  U.S.  Institute  of  Peace. 

The  SPEAKER  pro  tempore  (Mr. 
Montgomery).  All  time  has  expired. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  move  the  previous  question  on 
the  conference  report. 

The  previous  question  was  ordered. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  conference  report. 

The  question  was  taken;  and  the 
Speaker  pro  tempore  announced  that 
the  ayes  appeared  to  have  it. 
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Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  object  to  the  vote  on  the 
ground  that  a  quorum  is  not  present 
and  make  the  point  of  order  that  a 
quorum  is  not  present. 

The  SPEAKER  pro  tempore.  Evi- 
dently a  quorum  is  not  present. 

The  Sergeant  at  Arms  will  notify 
absent  Members. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  385,  nays 
25,  not  voting  22,  as  follows: 
[Roll  No.  409] 


Abercrombie 

Ackerman 

Akaka 

Anderson 

Andrews 

Annunzio 

Anthony 

Applegate 

Aspln 

Atkins 

AuCoin 

Badham 

Barnard 

Barnes 

Barton 

Bateman 

Bates 

Bedell 

Beilenson 

Bennett 

Bentley 

Bereuter 

Berman 

Bevill 

Biaggi 

Bilirakis 

Bliley 

Boehlert 

Boggs 

Boner  CTN) 

Bonior  (MI) 

Bonker 

Borski 

Bosco 

Boucher 

Boxer 

Brooks 

Brown  (CA) 

Brown  (CO) 

Bruce 

Bryant 

Bus  tam  ante 

Byron 

Callahan 

Carney 

Carper 

Carr 

Chandler 

Chapman 

Chappell 

Clay 

Clinger 

Coats 

Cobey 

Coble 

Coelho 

Coleman  (MO) 

Coleman  (TX) 

Collins 

Combest 

Conte 

Cooper 

Coughlin 

Courter 

Coyne 

Craig 

Crtjckett 

Daniel 

Darden 

Daschle 

Daub 

Davis 

de  la  Garza 

Dellums 

Derrick 

DeWine 

Dicks 


YEAS-385 

DioOuardi 

Dixon 

Donnelly 

Dorgan  (ND) 

Dornan  (CA) 

Dowdy 

Downey 

Duncan 

Durbin 

Dwyer 

Dymally 

Dyson 

Early 

Eckart  (OH) 

Eckert(NY) 

Edwards  (CA) 

Edwards  (OK) 

Emerson 

English 

Erdreich 

Evans  (lA) 

Evans  (ID 

Fascell 

Pawell 

Fazio 

Feighan 

Fiedler 

Fish 

Flippo 

Florio 

Foglietta 

Foley 

Ford  (MI) 

Ford(TN) 

Franklin 

Frenzel 

Frost 

Fuqua 

Gallo 

Garcia 

Gaydos 

Gejdenson 

Gekas 

Gephardt 

Gibbons 

Oilman 

Gingrich 

Glickman 

Gonzalez 

Goodling 

Gordon 

Gradison 

Gray  (ID 

Gray  (PA) 

Green 

Guarini 

Gunderson 

Hall  (OH) 

Hall.  Ralph 

Hamilton 

Hammerschmidt 

Hansen 

Hartnett 

Hatcher 

Hawkins 

Hayes 

Hefner 

Hendon 

Henry 

Hertel 

Hiler 

Hillis 

Holt 

Hopkins 

Horton 

Howard 

Hoyer 


Hubbard 

Huckaby 

Hughes 

Hunter 

Hutto 

Hyde 

Ireland 

Jacobs 

Jeffords 

Jenkiris 

Johnson 

Jones  (NO 

Jones  (OK) 

Jones  (TN) 

Kanjorski 

Kaptur 

Kasich 

Kastenmeier 

Kemp 

Kennelly 

Kildee 

Kleczka 

Kolbe 

Kolter 

Kostmayer 

Kramer 

LaFalce 

Lagomarsino 

Lantos 

Latta 

Leach  (lA) 

Leath  (TX) 

Lehman  (CA) 

Lehman  (FL) 

Leland 

Lent 

Levin  (MI) 

Levine  (CA) 

Lewis  (CA) 

Lewis  (FD 

Lightfoot 

Lipinski 

Livingston 

Lloyd 

Loeffler 

Long 

Lott 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

MacKay 

Madigan 

Markey 

Marlenee 

Martin  (ID 

Martinez 

MaUiui 

Mavroules 

Mazzoli 

McCain 

McCloskey 

McCoUum 

McDade 

McGrath 

McHugh 

McKernan 

McKinney 

McMillan 

Meyers 

Mica 

Mikulski 

Miller  (CA) 

Miller  (OH) 

Miller  (WA) 

Mineta 


Mitchell 

Moakley 

Molinari 

Mollohan 

Monson 

Montgomery 

Moody 

Moorhead 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Murphy 

Murtha 

Myers 

Natcher 

Neal 

Nelson 

Nichols 

Nielson 

Nowak 

Oakar 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Oxley 

Packard 

Panetta 

Parris 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Petri 

Pickle 

Porter 

Price 

Pursell 

Quillen 

Rahall 

Rangel 

Ray 

Regula 

Reid 

Richardson 

Ridge 

Rinaldo 

Ritter 

Roberts 

Robinson 


Archer 

Armey 

Bartlett 

Boulter 

Burton  (IN) 

Cheney 

Crane 

Dannemeyer 

DeLay 


Rodino 

Roe 

Roemer 

Rogers 

Rose 

Rostenkowski 

Roth 

Roukema 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Russo 

Sabo 

Savage 

Sax  ton 

Scheuer 

Schneider 

Schroeder 

Schuette 

Schulze 

Schumer 

Seiberling 

Sensenbrenner 

Sharp 

Shaw 

Shelby 

Shuster 

Sikorski 

Siljander 

Sisisky 

Skeen 

Skelton 

Slattery 

Slaughter 

Smith  (FL) 

Smith  (lA) 

Smith  (NE) 

Smith  (NJ) 

Smith.  Robert 

(OR) 
Snowe 
Snyder 
Solarz 
Solomon 
Spence 
Spratt 
St  Germain 
Staggers 
Stallings 
Stangeland 
Stark 
Stokes 

NAYS-25 

Dickinson 

Dreier 

Fields 

Gregg 

Lungren 

Mack 

McCandless 

Michel 

Rudd 


Strang 

Stratton 

Studds 

Sundquist 

Sweeney 

Swift 

Synar 

Tallon 

Tauke 

Tauzin 

Taylor 

Thomas  (CA) 

Thomas  (GA) 

Torres 

Torricelli 

Towns 

Traficant 

Traxler 

Udall 

Valentine 

Vander  Jagt 

Vento 

Visclosky 

Volkmer 

Vucanovich 

Waldon 

Walgren 

Walker 

Watkins 

Weaver 

Weber 

Weiss 

Wheat 

Whitehurst 

Whitley 

Whittaker 

Whitten 

Williams 

Wilson 

Wirth 

Wise 

Wolf 

Wolpe 

Wortley 

Wright 

Wyden 

Wylie 

Yates 

Yatron 

Young  (AK) 

Young  (MO) 


Schaefer 
Shumway 
Smith.  Dennv 

(OR) 
Smith.  Robert 

(NH) 
Stenholm 
Stump 
Swindall 


NOT  VOTING-22 


Alexander 

Boland 

Breaux 

Br(X)mfield 

Burton  (CA) 

Campbell 

Chappie 

Conyers 


Dingell 
Edgar 
Fowler 
Prank 
Grotberg 
Kindness 
Man  ton 
Martin  (NY) 


McCurdy 
McEwen 
Moore 
Wax  man 
Young (FL) 
Zschau 


D  1745 

Mr.  SMITH  of  New  Hampshire 
changed  his  vote  from  "yea"  to  "nay." 

Mr.  OXLEY  changed  his  vote  from 
"nay"  to  "yea." 

So  the  conference  report  was  agreed 
to. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


A  REPORT  ON  RESOLUTION 
PROVIDING  FOR  CONSIDER- 
ATION OF  H.R.  3810,  IMMIGRA- 
TION CONTROL  AND  LEGAL- 
IZATION AMENDMENTS  ACT  OF 
1985 

Mr.  PEPPER,  from  the  Committee 
on  Rules,  submitted  a  privileged 
report  (Rept.  No.  99-875)  on  the  reso- 
lution (H.  Res.  559)  providing  for  the 
consideration  of  the  bill  (H.R.  3810)  to 
amend  the  Immigration  and  National- 
ly Act  to  revise  and  reform  the  immi- 
gration laws,  and  for  other  purposes, 
which  was  referred  to  the  House  Cal- 
endar and  ordered  to  be  printed. 


D  1755 

GENERAL  LEAVE 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  ask  unanimous  consent  that  all 
Members  may  have  5  legislative  days 
in  which  to  revise  and  extend  their  re- 
marks on  the  conference  report  on  S. 
1965,  Higher  Education  Amendments 
of  1986. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Is  there  objection  to 
the  request  of  the  gentleman  from 
Michigan? 

There  was  no  objection. 


AUTHORIZING  THE  SECRETARY 
OF  THE  SENATE  TO  MAKE 
CORRECTIONS  IN  ENROLL- 
MENT OF  S.  1965,  HIGHER  EDU- 
CATION AMENDMENTS  OF  1986 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, I  offer  a  concurrent  resolution  (H. 
Con.  Res.  394)  to  correct  technical 
errors  in  the  enrollment  of  the  bill  S. 
1965,  and  I  ask  unanimous  consent  for 
its  immediate  consideration. 

The  Clerk  read  the  title  of  the  con- 
current resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Michigan? 

Mr.  JEFFORDS.  Mr.  Speaker,  re- 
serving the  right  to  object,  I  do  so  only 
for  the  purpose  of  allowing  the  chair- 
man of  the  Subcommittee  on  Postsec- 
ondary  Education  to  explain  what  the 
nature  of  the  concurrent  resolution  is. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, will  the  gentleman  yield? 

Mr.  JEFFORDS.  I  yield  to  the  gen- 
tleman from  Michigan. 

Mr.  FORD  of  Michigan.  Mr.  Speak- 
er, the  concurrent  resolution  makes 
technical  corrections  to  the  bill  which 
include  corrections  in  effective  dates 
which  were  agreed  to  by  the  conferees 
but  were  not  reflected  in  the  final 
draft  of  the  conference  report  and 
other  material  which  was  inadvertent- 
ly deleted  in  the  final  draft  of  the  con- 
ference report.  The  changes  in  the  ef- 
fective dates  are  extremely  important 
to  enable  us  to  meet  the  spending  tar- 
gets for  the  guaranteed  student  loans. 
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Mr.  JEFFORDS.  Mr.  Speaker.  I 
assure  the  body  that  I  have  reviewed 
these  technical  changes  and  agree 
with  the  chairman,  with  one  little  ad- 
dition, that  there  is  also  a  $50  thresh- 
old in  there  which  no  one  even  under- 
stood was  going  to  be  included.  It  ap- 
peared; that  has  been  removed  and  I 
appreciate  that. 

Mr.  Speaker.  I  withdraw  my  reserva- 
tion of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Michigan? 

There  was  no  objection. 

The  Clerk  read  the  concurrent  reso- 
lution, as  follows: 

H.  Con.  Res.  394 

Resolved  by  the  House  of  Representatwes 
(the  Senate  concurring)  That,  in  the  enroll- 
ment of  the  bill  (S.  1965)  to  reauthorize  and 
revise  the  Higher  Education  Act  of  1965, 
and  for  other  purposes,  the  Secretary  of  the 
Senate  shall  make  the  following  corrections: 

(1)  In  section  332<e)  of  the  Higher  Educa- 
tion Act  of  1965  (hereafter  in  this  concur- 
rent resolution  referred  to  as  the  "Act"),  as 
contained  in  section  301  of  the  bill,  insert 
after  "An  Institution  receiving  a"  the  fol- 
lowing: "grant  under  this  section  shall  pro- 
vide to  the  Secretary  (or  a  designee  thereof) 
such  information  (or  access  thereto)  as  may 
be  necessary  to  audit  or  examine  expendi- 
tures made  from  the  endowment  fund 
corpus  or  income  in  order  to  determine  com- 
pliance with  this  section. 

"  "(f )  Selection  Criteria.— In  selecting  eli- 
gible institutions  for  grants  under  this  sec- 
tion for  any  fiscal  year,  the  Secretary 
shall- 

"  ■(!)  give  priority  to  an  applicant  which  is 
a  recipient  of  a  grant  made  under  part  A  or 
part  B  of  this  title  during  the  academic  year 
in  which  the  applicant  is  applying  for  a 
grant  under  this  section;  and 

"•(2)  give  priority  to  an  applicant  with  a 
greater  need  for  such  a  grant,  based  on  the 
current  market  value  of  the  applicant's  ex- 
isting endowment  in  relation  to  the  number 
of  full-time  equivalent  students  enrolled  at 
such  institution; 

"  '(3)  consider— 

"  (A)  the  effort  made  by  the  applicant  to 
build  or  maintain  its  existing  endowment 
fund;  and 

"  (B)  the  degree  to  which  an  applicant 
proposes  to  match  the  grant  with  nongov- 
ernmental funds. 

"  "(g)  Application.— Any  institution  which 
is  eligible  for  assistance  under  this  section 
may  submit  to  the  Secretary  a  grant  appli- 
cation at  such  time,  in  such  form,  and  con- 
taining' ". 

(2)  In  section  427(a)(4)  of  the  Act  (as  con- 
tained section  402(a)  of  the  bill)  strike  out 
"interval  between  the  first  and". 

(3)  In  section  427A(e)(3)  of  the  Act  (as 
contained  in  section  402(a)  of  the  bill)  strike 
out  ".  nor  need  any  credit  be  made  when  the 
amount  to  be  credited  is  less  than  $50". 

(4)  In  section  428(b)(l)(0)(i)  of  the  Act  (as 
contained  in  section  402(a)  of  the  bill)  strike 
out  "the  interval  between  the  first  and 
second  installment  being  dispersed "  and 
insert  in  lieu  thereof  "the  second  install- 
ment being  dispersed  after". 

(5)  In  section  438(b)(2)(D)(i)  of  the  Act  (as 
contained  in  section  402(a)  of  the  bill)  insert 
"or  purchased"  after  "loans  made". 

(6)  In  section  402(b)(2)  of  the  bill  insert 
"(other  than  clause  (ix)  of  each  such  sec- 


tion)"    after      "sections     427(a)(2)(C)     and 
428(b)(l)(M)  of  the  Act ". 

(7)  In  section  406(b)(4)  of  the  bill,  insert 
before  the  period  at  the  end  thereof  the  fol- 
lowing: ",  in  the  case  of  programs  operated 
under  part  B  of  title  IV  of  the  Act.  or  for 
periods  of  enrollment  beginning  on  or  after 
July  1,  1987,  in  the  case  of  programs  operat- 
ed under  subpart  2  of  part  A  and  parts  C 
and  E  of  such  title". 

(8)  In  section  408(a)(7)  of  the  bill  strike 
out  ""paragraph  (4)  and  by  striking  out  para- 
graphs (6)  and  (7)"'  and  insert  in  lieu  there- 
of "paragraph  (3)  and  by  striking  out  para- 
graphs (5).  (6).  and  (7)". 

(9)  In  section  606  of  the  bill,  strike  out 
subsection  (b)  and  insert  in  lieu  thereof  the 
following: 

"■  "(b)  Conforming  Amendment.— Sul»sec- 
tion  (b)  of  such  section  is  amended  to  read 
as  follows: 

■  (b)  The  Secretary  shall  prepare  and  pub- 
lish an  annual  report  listing  the  books  and 
research  materials  produced  with  assistance 
under  this  title.'.". 

(10)  In  section  1521(c)(2)  of  the  bill,  strike 
out  "and"  at  the  end  of  subparagraph  (B), 
redesignate  subparagraph  (C)  as  subpara- 
graph (E),  and  insert  after  subparagraph 
(B)  the  following: 

"(C)  include  the  president  of  the  Universi- 
ty of  Hawaii. 

"(D)  include  the  president  of  the  Bishop 
Museum,  and". 

(11)  In  section  901  of  the  Act  (as  con- 
tained in  section  901(a)  of  the  bill),  strike 
out  '"low-income'". 

The  concurrent  resolution  was 
agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table. 


COMMUNICATION       FROM  THE 

HONORABLE       WILLIAM  HILL 

BONER.      MEMBER      OF  CON- 
GRESS 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  com- 
munication from  the  Honorable  'Wil- 
liam Hill  Boner: 

House  of  Representatives. 
Washington.  DC.  September  24,  1986. 
Hon.  Thomas  P.  O'Neill.  Jr., 
Speaker  of  the  House  of  Representatives.  H- 
209.  The  Capitol.  Washington.  DC. 

Dear  Mr.  Speaker:  I  have  previously  in- 
formed you  that  several  present  and  former 
members  of  my  staff  had  been  served  with 
subpoenas  issued  by  the  United  States  Dis- 
trict Court  for  the  Middle  District  of  Ten- 
nessee. After  consultation  with  the  General 
Counsel  to  the  Clerk  of  the  House.  I  deter- 
mined that  compliance  with  those  subpoe- 
nas was  consistent  with  the  privileges  and 
precedents  of  the  House  and  informed  you 
of  that  decision. 

Recently,  two  additional  individuals  who 
have  been  members  of  my  staff  have  been 
served  with  similar  subpoenas.  I  have  again 
consulted  with  the  General  Counsel  to  the 
Clerk  and,  pursuant  to  his  advice,  I  have  de- 
termined that  compliance  with  these  sub- 
poenas is  consistent  with  the  applicable 
privileges  and  precedents  of  the  House. 
Sincerely, 

Bill  Boner, 
Member  of  Congress. 


PERMISSION  FOR  COMMITTEE 
ON  RULES  TO  FILE  REPORT 
ON  CONTINUING  RESOLUTION 

Mr.  HALL  of  Ohio.  Mr.  Speaker.  I 
ask  unanimous  consent  that  the  Com- 
mittee on  Rules  may  have  until  mid- 
night tonight  to  file  a  report  providing 
for  the  consideration  of  the  continu- 
ing resolution. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Ohio? 

There  was  no  objection. 


NATIONAL  AERONAUTICS  AND 
SPACE  ADMINISTRATION  AU- 
THORIZATION ACT,  1987 

Mr.  HALL  of  Ohio.  Mr.  Speaker,  by 
direction  of  the  Committee  on  Rules.  I 
call  up  House  Resolution  553  and  ask 
for  its  immediate  consideration. 

The  Clerk  read  the  resolution,  as  fol- 
lows: 

H.  Res.  553 

Resolved,  That  at  any  time  after  the  adop- 
tion of  this  resolution  the  Speaker  may, 
pursuant  to  clause  Kb)  of  rule  XXIII,  de- 
clare the  House  resolved  into  the  Commit- 
tee of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H.R. 
5495)  to  authorize  appropriations  to  the  Na- 
tional Aeronautics  and  Space  Administra- 
tion, and  for  other  purposes,  and  the  first 
reading  of  the  bill  shall  be  dispensed  with. 
All  points  of  order  against  the  bill  for  fail- 
ure to  comply  with  the  provisions  of  clause 
5(a)  of  rule  XXI  are  hereby  waived.  After 
general  debate,  which  shall  be  confined  to 
the  bill  and  shall  continue  not  to  exceed  one 
hour,  to  be  equally  divided  and  controlled 
by  the  chairman  and  ranking  minority 
member  of  the  Committee  on  Science  and 
Technology,  the  bill  shall  be  considered  for 
amendment  under  the  five-minute  rule  by 
titles  instead  of  by  sections,  and  each  title 
shall  be  considered  as  having  been  read.  At 
the  conclusion  of  the  consideration  of  the 
bill  for  amendment,  the  Committee  shall 
rise  and  report  the  bill  to  the  House  with 
such  amen(lments  as  may  have  been  adopt- 
ed, and  the  previous  question  shall  be  con- 
sidered as  ordered  on  the  bill  and  amend- 
ments thereto  to  final  passage  without  in- 
tervening motion  except  one  motion  to  re- 
commit. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Ohio  [Mr.  Hall]  is 
recognized  for  1  hour. 

Mr.  HALL  of  Ohio.  Mr.  Speaker,  I 
yield  the  customary  30  minutes  to  the 
gentleman  from  Mississippi  [Mr. 
Lott],  for  purposes  of  debate  only, 
pending  which  I  yield  myself  such 
time  as  I  may  consume. 

Mr.  Speaker,  House  Resolution  553 
is  an  open  rule  providing  for  the  con- 
sideration of  H.R.  5495.  the  NASA  Au- 
thorization for  fiscal  year  1987. 

The  rule  provides  for  1  hour  of  gen- 
eral debate  to  be  equally  divided  and 
controlled  by  the  chairman  and  rank- 
ing minority  member  of  the  Commit- 
tee on  Science  and  Technology. 

Under  the  rule,  the  bill  shall  be  con- 
sidered for  amendment  under  the  5- 
minute  rule  by  titles  instead  of  by  sec- 
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tions,  and  each  title  shall  be  consid- 
ered as  having  been  read.  The  rule 
also  provides  for  one  motion  to  recom- 
mit. 

It  should  be  noted  that  the  rule 
waives  clause  5(a)  of  rule  XXI.  which 
prohibits  appropriations  in  a  legisla- 
tive bill.  This  technical  waiver  is 
needed  because  certain  provisions  of 
H.R.  5495  could  be  interpreted  as  in- 
volving appropriations  in  a  legislative 
bill.  This  waiver,  which  is  considered 
noncontroversial,  has  bipartisan  sup- 
port. 

Mr.  Speaker,  H.R.  5495  authorizes 
funding  for  a  number  of  programs  and 
activities  under  the  jurisdiction  of  the 
National  Aeronautics  and  Space  Ad- 
ministration. The  bill  contains  funding 
for  space  flight,  construction  of  facili- 
ties, control  and  data  communications, 
and  research  and  development.  The 
measures  provided  by  this  legislation 
will  help  to  restore  and  stimulate  our 
space  program  in  the  wake  of  the 
Challenger  space  shuttle  tragedy. 

Mr.  Speaker,  I  am  not  aware  of  any 
opposition  to  this  open  rule,  and  I 
urge  my  colleauges  to  adopt  it. 

Mr.  Speaker,  I  yield  such  time  as  he 
may  consume  to  the  gentleman  from 
Texas  [Mr.  Brooks]. 

Mr.  BROOKS.  Mr.  Speaker,  I  rise  in  support 
of  the  rule  and  this  bill  and  commend  the 
Committee  on  Science  and  Technology  for  its 
diligent  work  toward  assuring  a  well-managed 
national  space  program.  I  am  particularly 
pleased  that  the  committee  has  included  pro- 
visions in  the  legislation  to  prevent  the  obliga- 
tion or  expenditure  of  any  funds  for  the  pur- 
pose of  reassigning  any  technical  work  re- 
sponsibilities on  a  permanently  manned  space 
station. 

In  June  of  this  year,  NASA  proposed 
changes  in  the  space  station  program  that  ap- 
peared to  adversely  affect  the  Johnson  Space 
Center,  located  in  my  district,  by  attempting  to 
shift  a  number  of  work  packages  previously 
assigned  to  JSC  to  the  Marshall  Space  Flight 
Center  in  Alabama.  I  was  very  concerned 
about  this  move,  not  only  as  it  would  have  a 
negative  impact  on  a  facility  located  in  my  dis- 
trict which  has  a  proven  record  of  excellent 
performance,  but  also  because  the  proposals 
made  no  sense  in  terms  of  either  improved 
performance  or  effective  cost  savings. 

At  a  time  when  the  Nation's  space  pro- 
grams have  come  under  attack  and  when  the 
administration  is  favoring  a  more  militaristic 
orientation  in  funding  for  America's  space  ef- 
forts, I  feel  that  we  must  keep  a  much  more 
careful  eye  on  any  decisions  that  may  take 
away  from  the  maximum  effectiveness  of  our 
civilian  space  program. 

It  is  my  understanding  that  at  the  commit- 
tee's insistence,  NASA  has  nearly  completed 
its  evaluations  of  the  changes  proposed  earli- 
er this  summer.  NASA  officials  have  briefed 
me  on  the  latest  revisions  of  their  plans,  and  I 
am  confident  that  with  the  help  of  the  commit- 
tee's strong  admonition,  NASA  will  complete 
its  justifications  well  before  the  Agency  needs 
to  obligate  any  of  these  funds. 

Mr.  LOTT.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 


Mr.  Speaker,  House  Resolution  553 
provides  for  the  consideration  of  H.R. 
5495  which  authorizes  appropriations 
to  the  National  Aeronautics  and  Space 
Administration  for  fiscal  year  1987. 

The  rule  provides  for  the  consider- 
ation of  the  bill  in  the  Committee  of 
the  Whole,  with  1  hour  of  general 
debate  to  be  equally  divided  and  con- 
trolled by  the  chairman  and  ranking 
minority  member  of  the  Science  and 
Technology  Committee. 

Following  general  debate,  the  bill 
will  be  read  by  title  instead  of  by  sec- 
tions for  amendments  under  the  5- 
minute  rule.  So,  this  is  a  completely 
open  rule.  Finally,  the  rule  provides 
for  one  motion  to  recommit. 

Mr.  Speaker,  the  rule  does  include  a 
waiver  against  the  bill  for  failure  to 
comply  with  clause  5(a)  of  rule  XXI 
which  prohibits  appropriations  in  a 
legislative  bill. 

Mr.  Speaker,  H.R.  5495  authorizes 
approximately  $7.7  billion  for  NASA 
in  fiscal  year  1987  for  a  variety  of  pur- 
poses including  research  and  develop- 
ment, space  flight,  control  and  data 
communications,  construction  of  facili- 
ties, and  research  and  program  man- 
agement. 

The  total  authorization  is  identical 
to  the  amount  requested  by  the  Presi- 
dent's 1987  budget,  although  the  com- 
mittee has  allocated  the  funds  some- 
what differently  than  requested.  I 
think  the  committee  is  to  be  congratu- 
lated for  doing  an  outstanding  job  in 
keeping  this  authorization  bill  within 
the  budget  constraints  of  the  adminis- 
tration request  while  at  the  same  time 
assuring  that  NASA's  programs,  goals 
and  objectives  remain  intact. 

Mr.  Speaker,  title  III  of  this  authori- 
zation bill  will  permit  NASA  to  move 
forward  on  a  new  orbiter  to  replace 
the  space  shuttle  Challenger,  and  to 
safely  return  the  space  shuttle  fleet  to 
flight  status. 

Again,  this  is  a  simple,  open  rule 
which  was  adopted  by  voice  vote  in  the 
Rules  Committee.  Although  some  of 
the  priorities  have  changed,  it  is  a 
good  bill,  and  I  would  urge  my  col- 
leagues to  adopt  the  rule  and  support 
the  bill. 

Mr.  Speaker,  I  have  no  requests  for 
time,  and  I  yield  back  the  balance  of 
my  time. 

Mr.  HALL  of  Ohio.  Mr.  Speaker,  I 
have  no  further  requests  for  time,  and 
I  move  the  previous  question  on  the 
resolution. 

The  previous  question  was  ordered. 

The  resolution  w£is  agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table. 

D  1805 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Pursuant  to  House 
Resolution  553  and  rule  XXIII,  the 
Chair  declares  the  House  in  the  Com- 
mittee of  the  Whole  House  on  the 


State  of  the  Union  for  the  consider- 
ation of  the  bill,  H.R.  5495. 

The  Chair  designates  the  gentleman 
from  Texas  [Mr.  Gonzalez]  as  Chair- 
man of  the  Committee  of  the  Whole 
and  requests  the  gentleman  from  Mis- 
souri [Mr.  Skexton]  to  assume  the 
chair  temporarily. 

□  1806 

IN  THE  COMMITTEE  OP  THE  WHOLE 

Accordingly  the  House  resolved 
itself  into  the  Committee  of  the 
Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill, 
H.R.  5495,  with  Mr.  Skelton  (Chair- 
man pro  tempore)  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN  pro  tempore.  Pur- 
suant to  the  rule,  the  first  reading  of 
the  bill  is  dispensed  with. 

Under  the  rule,  the  gentleman  from' 
Florida  [Mr.  Fuqua]  will  be  recognized 
for  30  minutes  and  the  gentleman 
from  New  Mexico  [Mr.  Lujan]  will  be 
recognized  for  30  minutes. 

The  Chair  recognizes  the  gentleman 
from  Florida  [Mr.  Puqua]. 

Mr.  FUQUA.  Mr.  Chairman,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Chairman,  I  rise  in  support  of 
H.R.  5495  which  would  authorize  fiscal 
year  1987  funds  for  the  National  Aero- 
nautics and  Space  Administration.  I 
want  to  congratulate  Mr.  Nelson, 
chairman  of  the  Subcommittee  on 
Space  Science  and  Applications  and 
Mr.  Brown,  Chairman  of  the  Subcom- 
mittee on  Transportation,  Aviation, 
and  Materials  for  their  hard  work  and 
leadership  in  bringing  this  legislation 
to  the  floor.  I  also  want  to  recognize 
the  efforts  of  Mr.  Lujan,  Mr.  Walker, 
and  Mr.  Lewis  on  the  other  side  of  the 
aisle. 

The  bill  we  will  consider  today 
comes  at  a  very  crucial  time  in  Ameri- 
ca's space  program.  The  loss  of  the 
space  shuttle  Challenger  on  January 
28  will  have  a  profound  and  long  last- 
ing effect  on  the  programs  that  are 
the  source  of  so  much  pride  to  this 
Nation.  A  recent  national  public  opin- 
ion survey  shows  quite  conclusively 
that  85  percent  of  all  Americans  be- 
lieve we  should  build  a  replacement  or- 
biter and  89  percent  want  us  to  resume 
space  flight  operations.  H.R.  5495  is 
responsive  to  this  demand  from  the 
American  people  and  I  urge  my  col- 
leagues to  join  me  in  support  of  this 
legislation. 

The  authorization  level  contained  in 
H.R.  5495  meets  the  administration's 
request  of  $7.694B  that  was  submitted 
to  us  shortly  following  the  accident. 
We  have  in  this  bill,  authorized  NASA 
to  begin  construction  of  a  new  orbiter 
and  carry  out  the  engineering  changes 
to  the  existing  fleet  that  are  required 
to  return  the  shuttle  to  flight  status. 
We  recognize,  however,  that  additional 
funding  above  the  amoimt  authorized 
in  this  bill  will  be  required  to  carry  out 
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this  intent.  We  have  also  authorized 
such  funds  as  may  be  needed  to 
launch  some  of  the  backlogged  Gov- 
ernment payloads  on  commercially 
provided  expendable  launch  vehicles. 

Mr.  Chairman,  in  bringing  this  bill 
to  the  floor  we  recognize  that  NASA 
has  not  yet  been  able  to  fully  assess  all 
the  costs  of  the  Challenger  accident 
and  all  the  costs  of  recovering  from 
the  accident.  Therefore,  we  have  au- 
thorized such  sums  as  necessary  for  re- 
covery from  the  accident.  NASA's  on- 
going programs,  such  as  space  science, 
were  virtually  all  impacted  by  the  acci- 
dent but  we  do  not  yet  know  exactly 
where  the  costs  will  fall.  Therefore  we 
have  marked  up  the  President's  re- 
quest to  indicate  our  priorities  for 
these  programs.  Let  me  give  you  de- 
tails: 

In  the  research  and  development 
area,  we  have  authorized  NASA  to 
begin  development  work  on  the  space 
station  that  has  been  under  study  for 
2  years  now.  The  space  station  will  be 
our  next  logical  step  in  space  and  will 
enable  us  to  carry  out  commercial  and 
scientific  operations  in  a  routine 
manner  in  the  coming  decades. 

We  have  also  provided  funding  for 
the  Advanced  Communications  Satel- 
lite [ACTS]  Program  that  will  keep  us 
in  a  world  leadership  position  in  the 
communications  field.  The  amount  of 
funding  we  have  authorized  will  keep 
us  roughly  on  track  and  allow  a 
launch  in  1990. 

We  have  maintained  a  balanced  pro- 
gram in  science  and  applications  that 
will  sustain  the  science  community 
until  we  can  fully  resume  spaceflight 
operations  on  the  shuttle  and  expend- 
able launch  vehicles.  The  amount  we 
have  authorized  represents  a  slight  in- 
crease over  the  fiscal  year  1987  budget 
which  will  allow  this  program  to  keep 
pace  with  inflation. 

In  the  aeronautics  area  we  have  au- 
thorized the  full  amount  requested  by 
the  administration  and  we  have  in- 
cluded funding  for  a  new  start  for  the 
aerospace  plane.  Mr.  Brown,  chair- 
man of  the  Transportation,  Aviation, 
and  Materials  Subcommittee  will  ad- 
dress this  in  more  detail. 

I  am  including  in  the  record  a  com- 
parison of  the  fiscal  year  1986  operat- 
ing plan,  the  fiscal  year  1987  request 
and  the  committee  actions  taken. 

I  urge  my  colleagues  to  support  H.R. 
5495. 

Mr.  LUJAN.  Mr.  Chairman,  I  yield 
myself  sueh  time  as  I  may  consume. 

Mr.  Chairman,  I  rise  in  support  of 
the  bill.  H.R.  5495,  authorizing  appro- 
priations for  the  National  Aeronautics 
and  Space  Administration  for  fiscal 
year  1987.  We  are  all  aware  of  the 
need  to  make  sacrifices.  This  has  been 
a  difficult  year  for  Congress  as  the 
growing  deficit  continues  to  hamper 
the  budget  process.  Gramm-Rudman 
has  had  the  positive  effect  of  making 
us  very  uncomfortable  with  large  defi- 


cits; yet  I  believe  most  of  us  recognize 
that  deep  cuts  in  spending  for  R&D 
will  do  much  to  harm  future  genera- 
tions. 

The  bill  reported  out  of  the  Commit- 
tee on  Science  and  Technology  reflects 
these  dual  concerns.  We  recognize  the 
funding  authorized  in  this  bill  is  inad- 
equate to  meet  the  desires  and  expec- 
tations of  the  public  for  a  rapid  return 
to  space.  In  a  recent  poll  conducted  by 
Market  Opinion  Research,  60  percent 
of  the  people  polled  supported  spend- 
ing "whatever  is  necessary"  to  main- 
tain U.S.  leadership  in  space.  Msmy  be- 
lieve we  have  already  lost  our  position 
as  world  leader  in  space  technology, 
and  that  this  budget  falls  far  short  of 
what  is  needed  to  regain  that  position. 
However,  within  the  constraints  that 
Congress  has  placed  on  itself  with  re- 
spect to  the  budget,  I  believe  this  bill 
is  a  responsible  effort  to  meet  the 
most  pressing  needs. 

It  stays  within  the  President's  re- 
quested level  for  the  total  program, 
and  it  preserves  the  President's  re- 
quest for  the  space  station.  Small  cuts 
or  program  delays  are  made  in  a 
number  of  areas  to  support  the  con- 
tinuation of  the  Advanced  Communi- 
cations Technology  Satellite  Program. 
The  arguments  in  support  of  this  pro- 
gram are  as  valid  today  as  they  were 
when  the  program  was  initiated.  This 
program  will  prove  the  feasibility  of  a 
number  of  advanced  communication 
satellite  technologies  with  a  wide 
range  of  applicability.  This  is  a  small 
investment  to  ensure  that  the  United 
States  will  maintain  its  lead  in  this 
rapidly  expanding  technology. 

This  bill  also  authorizes  funding  for 
a  new  budget  line  item  in  NASA's 
aerospace  program.  The  $45  million 
for  transatmospheric  R«&T  is  for  the 
start  of  a  new  technology  development 
program  that  could  eventually  result 
in  a  replacement  for  the  shuttle  and 
the  next  generation  high  speed  mili- 
tary aircraft  as  well  as  the  "Orient  Ex- 
press "  that  we  have  all  heard  so  much 
about— the  airplane  that  will  reduce 
the  flight  time  to  Tokyo  to  2  hours. 
This  is  an  exciting  program  that  will 
revolutionize  the  aviation  industry, 
and  also  potentially  reduce  significant- 
ly the  cost  of  putting  payloads  into 
orbit.  We  all  want  to  see  access  to 
space  become  routine.  This  will  move 
us  in  that  direction. 

In  addition  to  authorizing  the  fund- 
ing to  support  NASA's  programs,  this 
bill  also  addresses  several  important 
policy  issues.  This  has  been  an  espe- 
cially difficult  year  for  NASA.  The 
tragic  loss  of  the  Challenger  left  a 
huge  void  in  our  space  program.  And 
as  I  stated  at  the  beginning  of  my  re- 
marks, the  public  is  anxious  to  move 
out  in  front  again  with  our  space  pro- 
gram. 

The  public  strongly  supports 
manned  space  flight,  and  I  believe  we 
must  do  what  is  necessary  to  get  us 


back  into  that  arena.  This  bill  directs 
NASA  to  begin  procurement  of  a  re- 
placement orbiter,  and  it  sets  priorities 
for  use  of  the  shuttle  which  permits 
foreign  and  commercial  users,  albeit  it 
at  a  low  priority. 

H.R.  5495  also  authorizes  the  pro- 
curement of  expendable  launch  serv- 
ices to  augment  the  shuttle  capability. 
I  believe  these  are  important  first 
steps  to  take  to  restore  the  U.S.  posi- 
tion of  leadership  in  space.  This  bill 
isn't  all  that  many  of  us  would  like  to 
see;  however,  it  is  one  which  I  think 
deserves  our  support,  and  I  urge  my 
colleagues  to  join  me  voting  for  this 
legislation. 

Mr.  Chairman,  before  I  conclude  my 
remarks.  I  want  to  take  this  opportu- 
nity to  express  my  sincere  apprecia- 
tion for  the  outstanding  and  enlight- 
ened leadership  of  our  chairman.  Don 
FuQUA,  and  say  how  much  we  will  all 
miss  his  presence  on  the  Science  and 
Technology  Committee  next  year.  I 
am  sure  our  loss  will  be  the  aerospace 
industries'  gain,  and  I  wish  him  the 
very  best  in  his  new  career. 

Mr.  FUQUA.  Mr.  Chairman.  I  yield  2 
minutes  to  the  distinguished  chairman 
of  the  Subcommittee  on  Transporta- 
tion. Aviation  and  Materials,  the  gen- 
tleman from  California  [Mr.  Brown]. 

Mr.  BROWN  of  California.  Mr. 
Chairman,  I  rise  in  support  of  H.R. 
5495,  the  fiscal  year  1987  NASA  au- 
thorization. The  Subcommittee  on 
Transportation,  Aviation  and  Materi- 
als conducted  numerous  field  inspec- 
tions and  held  extensive  hearings  here 
in  Washington  on  the  aeronautical 
part  of  the  fiscal  year  1987  NASA  au- 
thorization. Testimony  was  taken 
from  a  variety  of  witnesses,  both 
inside  and  outside  of  NASA. 

Members  of  the  subcommittee 
worked  long  and  hard  in  carefully  re- 
viewing the  NASA  aeronautical  pro- 
gram and  the  1987  budget  request.  We 
found  that  although  the  dollar 
amount  for  aeronautical  R&D  is 
small— $376  million  recommended  by 
the  committee  this  year— the  payoff  is 
very  large.  This  is  true  because  NASA 
emphasizes  the  high-risk,  long-term 
research  and  technology  that  industry 
is  financially  unable  or  unwilling  to 
undertake.  Such  efforts  provide  the . 
foundation  for  future  aircraft  and  en- 
gines which  return  many  times  their 
initial  cost  to  our  economy.  In  a  very 
real  sense,  NASA's  aeronautical  R&D 
is  an  investment  in  our  country's 
future. 

For  example,  in  1985,  the  United 
States  suffered  an  all-time  record  for- 
eign trade  deficit  of  $137  billion.  And 
yet,  as  bad  as  this  was,  it  would  have 
been  $12.6  billion  worse,  had  it  not 
been  for  the  favorable  contribution  of 
aerospace  products,  the  bulk  of  which 
were  civil  aircraft. 

U.S.  suppliers  have  built  nearly  90 
percent  of  the  free  world's  civil  air 
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fleet  by  dollar  value.  Our  airlines  are 
our  best  ambassadors,  offering  superi- 
or quality,  safety,  comfort  and  reliabil- 
ity, at  economical  costs.  They  speak 
well  of  America,  to  operator  and  user 
alike. 

Of  course,  these  results  did  not  just 
happen.  They  came  because  we  have 
consistently  had  the  best  products. 
And  one  of  the  big  reasons  for  that 
has  been  the  long-standing  partner- 
ship between  Government  and  indus- 
try in  developing  new  aeronautical 
technology. 

Because  of  this,  the  Committee  on 
Science  and  Technology  has  repeated- 
ly urged  the  administration  and  the 
Congress  to  increase  the  resources  de- 
voted to  aeronautical  R&D.  We  have 
pointed  to  the  many  long-term  bene- 
fits of  such  investment,  which  are  re- 
flected in  billions  of  dollars  in  sales  of 
U.S.  aircraft  both  here  an  abroad,  and 
in  millions  of  jobs  for  Americans. 

Yet,  in  spite  of  its  proven  cost  bene- 
fits, the  NASA  aeronautics  program 
has  not  kept  pace  with  inflation  nor 
with  the  relentless  pressure  from  our 
competitors,  both  military  and  com- 
mercial. For  example,  the  administra- 
tion's request  for  fiscal  year  1987,  if  in- 
flation is  considered,  is  3  percent  less 
than  the  purchasing  power  of  the  1981 
budget.  There  aren't  many  Govern- 
ment programs  that  can  make  that 
claim. 

Furthermore,  anyone  familiar  with 
the  dramatic  increases  in  both  the  cost 
and  complexity  of  new  technology  in 
the  last  few  years  knows  that  a  level 
budget  won't  produce  the  same  results 
as  it  once  did.  It  simply  costs  more 
today  to  achieve  each  increment  of  im- 
provement in  fuel  efficiency  or  safety 
or  performance. 

Of  course,  none  of  this  would  cause 
alarm  if  the  Europeans,  Japanese,  and 
the  South  Americans  had  not  begun  to 
pose  a  serious  competitive  threat.  But 
they  have. 

Because  of  this,  I  believe  the  com- 
mittee's recommendation  is  at  the  low 
end  of  what  is  actually  needed.  In  my 
view,  international  conditions  call  for 
expanding  NASA's  aeronautical  pro- 
gram, not  curtailing  it. 

The  administration,  for  its  part,  is 
moving  slowly  in  this  direction.  The 
fiscal  year  1987  budget  reflects  a 
modest  growth  over  last  year— still  far 
short  of  what  is  needed,  even  to  com- 
pensate for  past  shortfalls,  but  about 
the  best  we  can  hope  for  in  a  difficult 
budget  climate. 

For  this  reason,  the  committee  rec- 
onmiended  approval  of  the  aggregate 
amount  requested  by  NASA.  In  addi- 
tion to  the  aeronautics  program,  the 
subcommittee  also  considered  a  new 
budget  line  item  for  transatmospheric 
R&T.  This  is  NASA's  contribution  to 
the  joint  NASA/DOD  National  Aero- 
spaceplane  Program,  an  effort  to  ad- 
vance and  prove  the  technology  for 
high-speed,  hypersonic  flight.  If  suc- 


cessful, this  program  could  lead  the 
way  to  several  very  attractive  applica- 
tions, including  a  single-stage-to-oribt 
space  transportation  system  and  a  hy- 
personic commercial  air  transport- 
sometimes  called  the  Orient  Express. 

The  committee  feels  it  is  necessary 
to  begin  this  program  now  so  that  the 
technology  will  be  ready  in  the  mid- 
1990's,  when  we  will  need  it  to  support 
the  successful  commercial  develop- 
ment of  space. 

Furthermore,  we  felt  it  was  vital  for 
NASA  to  be  involved  fully  in  this  pro- 
gram to  assure  the  technology  is  devel- 
oped with  these  important  civil  appli- 
cations in  mind.  For  these  reasons,  we 
are  recommending  approval  of  the  full 
administration  request— $45  million. 

Mr.  Chairman,  I  urge  adoption  of 
the  bill. 

Mr.  LUJAN.  Mr.  Chairman,  I  yield  5 
minutes  to  the  gentleman  from  Perm- 
sylvania  [Mr.  Walker]. 

Mr.  WALKER.  Mr.  Chairman,  I 
thank  the  gentleman  for  yielding  time 
to  me. 

Mr.  Chairman,  I  rise  today  in  strong 
support  of  the  bill  H.R.  5495,  the 
annual  fiscal  year  1987  authorization 
for  the  National  Aeronautics  and 
Space  Administration. 

As  all  Members  of  the  House  already 
know,  1986  has  been  an  extraordinary 
year  for  NASA.  At  the  beginning  of 
this  year  we  were  plaiming  a  total  of 
15  shuttle  launches  to  take  place 
during  1986.  Among  the  planned 
launches  were  a  number  of  truly  re- 
markable missions.  During  the  course 
of  the  year  we  had  expected  to  launch 
the  Galileo  mission  to  probe  the 
planet  Jupiter,  and  the  Ulysses  mis- 
sion that  would  have  flown  about  the 
poles  of  the  Sun  and  explored  entirely 
unknown  regions  of  the  center  of  our 
solar  system.  We  had  also  planned  on 
the  long  awaited  launching  of  the 
Hubble  space  telescope,  a  mission  that 
will  expand  our  frontiers  in  space 
thousands  of  times  beyond  where  they 
can  be  explored  today. 

Unfortunately,  Mr.  Chairman,  as  all 
of  the  world  now  knows,  on  the  morn- 
ing of  January  28,  1986.  NASA,  and 
the  American  people,  suffered  a  tragic 
loss  as  the  space  shuttle  Challenger  ex- 
ploded and  crashed  into  the  Atlantic 
Ocean  after  only  73  seconds  of  flight. 

The  National  Aeronautics  and  Space 
Administration  and  the  Committee  on 
Science  and-  Technology  have  been 
hampered  in  our  attempts  to  plan  re- 
covery efforts  because  it  was  necessary 
to  await  the  results  of  the  Rogers 
Commission,  and  then  allow  the  Presi- 
dent time  to  review  the  Rogers  Com- 
mission report  and  make  his  decision 
on  the  recovery  plan  that  would  win 
the  support  of  the  administration.  Be- 
cause of  that,  we  freely  admit  that  the 
budget  numbers  in  this  legislation  are 
based  on  the  President's  budget  which 
was  submitted  before  the  Challenger 
accident.  We  have  worked  hard  to  let 


the  numbers  reflect  both  what  we 
have  learned  already,  and  to  also  re- 
flect the  priorities  that  the  Congress 
feels  are  important  in  our  ongoing 
space  program. 

We  feel  that  the  true  importance  of 
this  legislation  is  the  crucial  new  space 
policy  that  is  contained  in  the  bill. 

The  first,  and  foremost  point  I 
would  make  on  this  legislation  is  that 
we  are  within  the  budget  allocations, 
and  at  the  level  requested  in  the  Presi- 
dent's budget.  We  have  included  in  the 
bill  an  authorization  for  such  sums  as 
may  be  necessary  for  a  replacement 
orbiter.  As  many  Members  already 
know,  there  has  been  substantial 
debate  within  the  administration  over 
the  need  for  a  replacement  for  the 
Challenger.  The  Committee  on  Science 
and  Technology  strongly  supports  a 
new  orbiter.  The  space  program  of  the 
United  States,  including  a  substantial 
portion  of  the  space  program  of  the 
Department  of  Defense,  and  the  new 
manned  space  station  which  is  already 
under  development,  urgently  needs  a 
four  orbiter  fleet  to  support  their 
launch  requirements.  Our  Committee 
on  Science  and  Technology  stands 
ready  to  work  cooperatively  with  the 
Committee  on  Appropriations  to  find 
the  funding  necessary  to  move  this 
new  orbiter  forward. 

In  the  meantime,  Mr.  Chairman.  I 
would  stress  to  all  Members  that  the 
Committee  on  Science  and  Technology 
has  not  yet  received  either  the  budget 
amendment  for  the  replacement  orbit- 
er. or  any  budget  justifications.  This 
will  be  a  major  undertaking,  with  a 
total  cost  of  some  $2.96  billion.  Our 
committee  feels  a  strong  responsibility 
10  the  Congress,  and  to  the  taxpayers 
of  this  Nation,  to  fully  explore  the  ad- 
ministration request.  We  need  to  ex- 
amine the  NASA  plan,  to  hear  wit- 
nesses from  the  administration,  from 
industry,  and  from  the  public,  before 
we  can  fully  understand  the  proposal. 

Mr.  Chairman,  we  have  included  a 
number  of  very  important  policy  sec- 
tions in  this  legislation  which  merit 
the  full  support  of  the  House.  The 
first,  and  most  important,  is  the  rees- 
tablishment  of  the  old  National  Aero- 
nautics and  Space  Council.  As  many 
Members  will  remember,  this  Council 
was  a  strong  and  effective  means  of 
recommending  civil  space  policy  to  the 
President.  Unfortunately,  the  old 
Council  was  ended  under  a  reorganiza- 
tion plan  adopted  during  the  Nixon 
administration.  For  more  than  2  years 
we  have  seen  the  SIG  space  group 
flounder  about  on  the  issues  of  space 
shuttle  pricing  and  accident  recovery. 
It  is  sad,  but  true,  that  many  members 
of  the  SIG  space  group  have  proven  to 
be  far  more  interested  in  furthering 
their  own  petty  and  highly  parochial 
interests,  and  in  expanding  their  em- 
pires, than  they  have  in  protecting  the 
national  interest.   I  do  not  want  to 
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dwell  on  this.  but.  the  SIG  space  proc- 
ess has  proven  itself  to  be  unable  to 
function  within  the  national  interest. 
The  time  has  come  to  return  control 
of  our  civil  space  program  to  those 
who  have  a  legitimate  statutory  inter- 
est in  space  policy. 

Mr.  Chairman,  I  would  point  out 
that  there  is  a  provision  in  the  legisla- 
tion which  would  allow  the  President 
to  appoint  advisory  members  to  this 
Council  from  those  Federal  offices 
having  statutory  scientific,  operation- 
al, or  regulatory  responsibilities  for 
space  activities.  This  language  was  the 
result  of  a  compromise  between  myself 
and  the  gentleman  from  Florida.  Mr. 
Nelson,  who  chairs  the  Subcommittee 
on  Space  Science  and  Applications, 
and  our  specific  intent  is  that  the  di- 
rectors of  offices  such  as  the  Office  of 
Commercial  Space  Transportation  in 
the  Department  of  Transportation 
should  have  a  voice  in  this  Council. 

Mr.  Chairman,  titles  III  and  IV  of 
the  bill  constitute  a  complimentary 
program  that  is  designed  to  lay  a 
strong  foundation  for  the  return  of 
the  United  States  to  our  proper  posi- 
tion of  international  leadership  in 
space  activities. 

We  have  authorized  the  construction 
of  a  replacement  orbiter  for  the  Chal- 
lenger, and  have  directed  the  Adminis- 
trator to  seek  private  sector  financing 
for  that  construction  if  it  is  in  the  best 
Interests  of  the  United  States.  This 
bold,  and  imaginative  step  opens  an 
exciting  era  in  which  we  may  start  to 
see  the  private  sector  becoming  direct- 
ly involved  in  the  creation  of  the  space 
infrastructure  needed  as  a  part  of  the 
multibillion-doUar  space  based  econo- 
my of  the  21st  century. 

We  have  also  moved  forward  with  a 
plan  to  erase  the  backlog  of  civil  gov- 
ernmental payloads  while  creating  the 
atmosphere  necessary  to  allow  domes- 
tic ELV  manufacturers  to  compete  in 
the  commercial  marketplace  with  the 
European  Space  Agency  Ariane 
launcher.  In  a  major  break  with  the 
past,  we  have  directed  the  Administra- 
tor of  NASA  to  purchase  domestic 
ELV  launch  services,  not  launch  vehi- 
cles, to  ensure  the  United  States  will 
have  assured  access  to  space  on  Ameri- 
can ELV's  as  a  compliment  to  the 
space  transportation  system.  Let  me 
assure  Members  that  this  is  not  in- 
tended as  a  subsidy  to  the  domestic 
U.S.  ELV  industry.  It  is  our  intent  to 
let  the  industry  know  that  the  Con- 
gress is  committed  to  a  mixed  fleet  of 
launch  vehicles,  and  that  the  Govern- 
ment intends  to  encourage  domestic 
ELV's  to  compete  for  commercial 
launches  in  the  international  market. 

We  have  also  taken  steps  to  create 
stability  in  the  aerospace  industry  by 
directing  that  those  businesses  which 
had  valid  contracts  with  NASA  at  the 
time  of  the  Challenger  accident  for 
shuttle  launches  should  have  the  op- 
portunity to  receive  those  launches. 


but  that  they  will  have  to  take  the 
lowest  priority  on  the  after  accident 
launch  manifest.  In  the  new  launch 
priority  list  the  highest  priority  will  go 
to  payloads  critical  to  the  national  se- 
curity of  the  United  States.  The 
second  priority  will  go  to  significant 
NASA  payloads  that  have  limited 
launch  windows  such  as  the  Galileo 
mission  to  Jupiter  which  can  only  be 
launched  once  every  13  months.  The 
third  priority  will  go  to  all  other  gov- 
ernmental payloads.  The  lowest  priori- 
ty will  go  to  all  other  payloads  includ- 
ing those  of  commercial  and  foreign 
customers. 

In  order  to  allow  our  domestic  ELV 
industry  to  openly  and  freely  compete 
in  the  international  commercial  mar- 
ketplace, we  have  set  the  price  for 
space  shuttle  launches  for  commercial 
and  foreign  customers  at  a  price  no 
less  than  the  cost  of  a  comparable 
American  ELV  launch. 

Mr.  Chairman,  these  policies  create 
an  assurance  that  our  space  launch 
assets  will  be  used  in  the  best  interest 
of  the  United  States,  and  in  a  maimer 
to  encourage  the  domestic  ELV  indus- 
try. We  will  also  provide  the  flexibility 
that  will  allow  access  to  the  space 
shuttle  at  a  price  that  is  not  subsi- 
dized, and  at  the  lowest  priority. 
These  policies  are  carefully  crafted  to 
ensure  American  access  to  space 
aboard  a  vibrant  mixed  fleet  for  many 
years  to  come. 

Mr.  Chairman,  this  bill  is  an  excel- 
lent piece  of  legislation  which  has 
broad  bipartisan  support.  It  meets  the 
President's  budget,  and  is  within  the 
budget  guidelines.  It  contains  critical 
space  policy  that  is  urgently  needed. 

Mr.  Chairman,  I  am  proud  of  this 
legislation.  I  fully  support  it.  And  I 
urge  all  the  Members  to  join  in  voting 
in  favor  of  this  bill  and  giving  NASA 
an  overwhelming  mandate  to  return 
the  United  States  to  our  proper  posi- 
tion of  space  leadership. 

Finally,  Mr.  Chairman,  let  me  men- 
tion that  today  marks  a  major  mile- 
stone in  our  manned  space  program. 
This  bill  is  the  last  major  piece  of 
NASA  legislation  that  will  be  brought 
to  the  House  by  the  gentleman  from 
Florida  [Mr.  Fuqua]  who  chairs  the 
Committee  on  Science  and  Technolo- 
gy, and  is  generally  recognized  as  the 
godfather  of  the  manned  space  pro- 
gram. Don  Fuqua  has  announced  his 
retirement  from  the  House  after 
nearly  a  quarter  of  a  century  of  serv- 
ice to  the  people  of  the  second  district. 
He  was  first  elected  to  the  88th  Con- 
gress on  November  6,  1962.  and  has 
been  reelected  to  each  Congress  since. 
In  his  tenure  as  the  chairman  of  the 
Committee  on  Science  and  Technology 
Don  Fuqua  has  been  an  effective 
leader  who  has  left  a  permanent  mark 
on  the  science  programs  of  this 
Nation.  He  has  earned,  and  richly  de- 
serves, the  respect  of  every  Member  of 
the  House   for  his  efforts  over  the 


years  to  preserve  and  protect  Ameri- 
can leadership  in  the  fields  of  science 
and  technology.  I  want  to  wish  Don, 
and  his  lovely  wife,  Nancy,  all  of  the 
very  best  in  their  retirement.  It  has 
been  a  pleasure,  and  a  privilege,  to 
have  served  with  the  gentleman  from 
Florida. 

D  1820 

Mr.  FUQUA.  Mr.  Chairman,  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  Florida  [Mr.  Nelson], 
the  chairman  of  the  Subcommittee  on 
Space  Science  and  Applications. 

Mr.  NELSON  of  Florida.  I  thank  the 
gentleman  for  yielding  time  to  me. 

Mr.  Chairman,  I  want  to  add  my  per- 
sonal comments  of  appreciation  to  my 
chairman,  the  gentleman  from  Florida 
[Mr.  Fuqua],  for  his  leadership  in  all 
of  these  decades  that  he  has  offered 
leadership  to  science  and  technology 
for  this  country.  We  all  unanimously 
join  together  in  a  chorus  of  apprecia- 
tion of  my  distinguished  colleague 
from  the  State  of  Florida. 

I  would  also  like  to  express  my  ap- 
preciation to  our  ranking  minority 
member,  the  gentleman  from  Pennsyl- 
vania [Mr.  Walker].  We  have  worked 
hard  on  this  bill,  because  it  has  been  a 
tough  year  for  all  of  us,  and  we  have 
come  out  with  a  good  consensus.  This 
will  be  a  stabilizing  year  for  us  as  we 
put  America's  space  program  back  to- 
gether and  face  the  challenges  of  the 
future  as  we  build  from  this.  I  think 
that  we  have  a  good  bill  here  which  we 
can  all  support. 

Mr.  Chairman,  I  rise  in  support  of  H.R.  5495, 
the  NASA  authorization  for  fiscal  year  1987.  I 
think  it  is  fair  to  say  this  authorization  is  the 
most  important  for  NASA  in  years.  It  deals  not 
only  with  NASA's  regular  program,  but  also 
contains  important  policy  provisions  which  will 
help  get  this  Nation's  space  program  back  on 
its  feet  again. 

The  bill  is  written  in  four  titles.  Title  I  deals 
with  NASA's  regular  program,  that  is,  activities 
planned  before  the  accident.  Title  II  authorizes 
$586,000,  the  same  as  last  year,  for  the 
Office  of  Commercial  Space  Transportation  in 
DOT.  Title  III  deals  with  NASA's  restoration  of 
the  shuttle  program  following  the  Challenger 
accident.  Title  IV  deals  with  establishing  an 
expendable  launch  vehicle  industry. 

Let  me  now  describe  the  major  features  of 
the  bill: 

First,  title  I  endorses  the  President's  request 
for  regular  NASA  space  programs  at 
$7,694,400,000.  Various  line  item  changes 
which  were  adopted  are  described  in  the  table 
attached  to  my  statement.  In  particular,  the  bill 
continues  the  ACTS  Program;  the  bill  protects 
funding  for  science  and  applications  pro- 
grams; and  the  bill  fully  supports  the  space 
station  and  makes  clear  that  it  be  permanently 
manned. 

The  bill  recognizes  that  there  may  be  some 
savings  in  NASA's  regular  activities  as  a  result 
of  the  shuttle  not  flying,  but  that  these  savings 
will  be  largely  offset  by  extra  costs  and  by  the 
loss   of   revenues   from   shuttle   customers. 
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NASA's  accounting  and  reprogramming  is  not 
complete  but  clearly  NASA  will  incur  large  net 
costs  as  a  result  of  the  accident,  even  aside 
from  the  cost  of  a  replacement  orbiter. 

Because  NASA  has  not  yet  submitted  a  re- 
vised budget  plan  reflecting  reprogramming  as 
a  result  of  the  accident,  the  dollar  figures  in 
this  bill  reflect  the  original  request  as  modified 
by  the  committee's  priorities.  For  example,  as 
mentioned  earlier  we  reinstated  the  ACTS 
Program,  and  did  this  without  significantly  cut- 
ting funding  for  other  science  and  applications 
programs. 

Second,  title  III  of  the  bill  deals  with  recov- 
ery from  the  Challenger  accident  by  four  ac- 
tions: Authorizing  prompt  return  of  the  fhree- 
orbiter  fleet  to  safe  flight  status  along  with  the 
necessary  supplemental  funding:  directing  the 
construction  of  a  replacement  orbiter  and  au- 
thorizing either  supplemental  funding  or  pri- 
vate funding;  directing  NASA  to  use  ELV's  as 
necessary  and  authorizing  the  necessary  sup- 
plemental funding:  and  setting  launch  priorities 
for  the  shuttle;  in  particular  allowing  the  for- 
eign and  commercial  payloads  to  fly  on  the 
shuttle — but  at  a  lower  priority. 

Third,  title  IV  of  the  bill  provides  for  govern- 
ment utilization  of  ELV's  which  will  foster  the 
development  of  an  ELV  industry  by  the  follow- 
ing actions:  - 

NASA  purchase  through  competitive  pro- 
curement of  ELV  services— not  vehicles— for 
the  purpose  of  launching  Government  pay- 
loads. 

Access  by  industry  to  Government  launch 
facilities  on  an  additive  cost  basis.  This  provi- 
sion would  apply  to  Government  facilities  not 
otherwise  available  commercially,  consistent 
with  Circular  A-76  concerning  performance  of 
commercial  activities. 

Assuring  availability  of  the  shuttle,  to  com- 
mercial users  on  a  backup  basis  by  requiring 
that  shuttle  prices  be  no  less  than  a  compara- 
ble launch  on  a  U.S.  expendable  launch  vehi- 
cle. Special  pricing  arrangements  for  custom- 
ers involved  in  research  use  of  the  shuttle 
would  be  continued,  such  as  through  NASA's 
Joint  Endeavor  Agreement  Program. 

Finally,  the  bill  takes  an  important  step 
toward  improvement  of  the  policymaking  proc- 
ess for  national  space  issues  by  reestablishing 
the  National  Aeronautics  and  Space  Council 
which  was  originally  set  forth  as  part  of  the 
Space  Act;  and  abolished  in  the  early  1970's. 
The  Council  will  be  composed  of  members 
from  NASA,  State  Department  and  the  De- 
fense Department  and  the  chairman  of  the 
Users  Advisory  Group,  consisting  of  non-Fed- 
eral representatives  of  industries  and  other 
persons  involved  in  aeronautical  and  space 
activities,  the  Council  will  also  be  composed 
of  advisory  members  from  Federal  offices 
having  statutory  scientific,  operational  or  regu- 
latory responsibilities  for  space  activities.  The 
Council  will  provide  important  policy  advise 
and  coordination  among  Federal  agencies  in- 
volved in  space  matters.  A  permanent  staff 
will  enable  the  Council  to  carry  out  its  respon- 
sibilities efficiently  and  effectively. 

Mr.  Chairman,  the  Committee  on  Science 
and  Technology  has  brought  a  good  bill  to  the 
floor.  I  urge  all  Members  to  support  it. 

Mr.  LUJAN.  Mr.  Chairman.  I  yield  3 
minutes  to  the  gentleman  from  Cali- 
fornia [Mr.  Lagomarsino]. 


Mr.  LAGOMARSINO.  Mr.  Chair- 
man, I  rise  in  support  of  H.R.  5495, 
the  NASA  authorization  bill  for  fiscal 
year  1987.  I'd  like  to  commend  the 
gentleman  from  Florida  [Mr.  Puqua], 
the  chairman  of  the  committee,  for  his 
work  and  say  that  I  will  miss  his 
steady  hand  and  staunch  support,  but 
that  I  am  grateful  for  the  opportunity 
to  have  served  with  him  in  this  House 
and  for  the  incalculable  contribution 
he  has  made  to  our  space  program.  I'd 
also  like  to  commend  the  gentleman 
from  New  Mexico  [Mr.  Ldjan],  the 
ranking  member  of  the  committee,  for 
his  contribution,  and  to  note  the  hard 
work  of  the  subcommittee  chairman, 
the  gentleman  from  Florida  [Mr. 
Nelson],  and  the  gentleman  from 
Pennsylvania  [Mr.  Walker],  the  rank- 
ing minority  member,  along  with  the 
other  members  of  the  Committee  on 
Science  and  Technology  and  the  entire 
staff,  for  bringing  this  bill  to  the  floor 
under  difficult  circumstances. 

Indeed,  this  bill  is  something  of  a 
landmark,  for  it  marks  the  return  of 
the  space  shuttle  fleet  to  flight  status 
following  the  Challenger  disaster  of 
last  January.  The  bill  sets  a  target  for 
resumption  of  shuttle  launches  in  the 
first  quarter  of  1988,  and  calls  on 
NASA  to  promptly  construct  a  fourth 
shuttle  orbiter  to  replace  Challenger 
and  bring  the  fleet  to  full  status.  The 
Administrator  of  NASA  is  directed  to 
explore  the  availability  of  p»-ivate 
funding  for  the  replacement  orbiter, 
and  the  1958  NASA  act  is  amended  to 
allow  NASA  to  accept  gifts  and  dona- 
tions of  services,  money,  and  real,  per- 
sonal, tangible  and  intangible  property 
for  construction  of  the  orbiter.  In  this 
respect,  H.R.  5495  incorporates  the 
substance  of  legislation,  H.R.  4202, 
which  I  introduced  along  with  my  col- 
league, the  gentleman  from  Texas, 
Jack  Fields,  last  February  at  the  re- 
quest of  my  constituent,  Mike  Webber, 
as  well  as  provisions  of  legislation  pro- 
posed by  the  subcommittee  chairman, 
Mr.  Nelson,  and  I  would  like  to  ex- 
pressly thank  the  chairman  for  includ- 
ing this  provision  in  the  bill. 

The  authorization  also  provides  for 
expendable  launch  vehicles,  and  calls 
for  a  plan  for  assured  access  to  space, 
as  well  as  a  manned  space  station  and 
programs  in  space  science  and  technol- 
ogy. 

I  want  to  assure  my  colleagues  also, 
in  spite  of  some  press  reports,  that 
Vandenberg  Air  Force  Base  in  my  dis- 
trict will  be  ready,  very  willing  and 
certainly  able  to  fulfill  its  role  as  the 
western  and  polar  orbit  facility  for  the 
shuttle  when  a  vehicle  is  available. 

This  bill  is  essential  in  order  to  get 
our  space  program  back  on  track 

Mr.  PUQUA.  Mr.  Chairman,  I  yield  3 
minutes  to  the  gentleman  from  Cali- 
fornia [Mr.  Levine]. 

Mr.  LEVINE  of  California.  Mr. 
Chairman,  I  rise  in  strong  support  of 


H.R.  5495.  NASA  authorization  for 
fiscal  year  1987. 

Mr.  Chairman,  this  country  has  been 
committed  to  leadership  in  the  explo- 
ration of  outer  space  for  over  two  dec- 
ades. The  spectacular  achievements  of 
the  Mercury,  Gemini,  and  Apollo  pro- 
grams, as  well  as  the  unmanned  mis- 
sions of  Explorer  and  Voyager,  have 
expanded  our  knowledge  of  the  uni- 
verse and  were— and  remain— a  source 
of  national  pride. 

These  missions  revolutionized  our 
understanding  of  the  solar  system,  as 
have  experiments  conducted  in  the 
last  few  years  on  the  space  shuttle. 
Future  efforts  with  the  shuttle,  space 
station,  and  additional  unmarmed 
probes  promise  ever  more  impressive 
advances.  Spinoffs  from  the  space  pro- 
gram have  created  new  technologies 
benefiting  our  scientists,  doctors,  and 
consumers. 

Unfortunately,  in  the  last  few  years, 
our  commitment  to  space  exploration 
has  waned.  Perhaps  it  was  because 
what  had  once  seemed  so  extraordi- 
nary became  commonplace.  We  put 
men  on  the  Moon  during  Apollo,  and 
then  terminated  that  program  when 
that  goal  no  longer  seemed  sufficient- 
ly worth  pursuing. 

The  potential  of  the  space  shuttle— 
the  world's  first  reusable  reentry  vehi- 
cle—seemed limitless  only  5  years  ago, 
and  excited  the  imaginations  of  all 
Americans.  It  proved  yet  again  that 
this  Nation  was  the  worldwide  leader 
in  conquering  the  heavens.  And  yet, 
shuttle  launchings  soon  became  so 
routine— although,  as  we  know,  con- 
stantly fraught  with  risk— that  the 
public  seemed  to  lose  interest.  This  sit- 
uation was  coupled  with  the  lack  of  di- 
rection regarding  our  space  program 
both  at  NASA  and  within  successive 
administrations. 

The  Challenger  disaster  and  reports 
of  wasteful  spending  and  negligence 
on  the  part  of  NASA  have  shaken 
public  and  congressional  confidence  in 
NASA's  ability  to  manage  our  civilian 
space  program.  We  should  all  be 
deeply  concerned  about  these  horror 
stories  and  about  the  findings  of  the 
Rogers  Commission  report.  Clearly, 
every  effort  must  be  made  to  right  the 
wrongs  which  threaten  the  future  of 
our  space  program.  We  cannot  allow 
the  kind  of  mismanagement  which 
caused  the  needless  deaths  of  the 
seven  shuttle  astronauts,  and  the 
waste  of  millions  of  tax  dollars,  to  con- 
tinue. 

These  events  also  illuminated  just 
how  far  this  country  has  slipped  in  the 
space  race.  Challenger  exposed  for  all 
to  see  that  reliance  on  only  one  means 
of  access  to  space— the  shuttle— left  us 
with  no  options  when  that  system 
failed.  The  Europeans,  with  Ariane, 
are  presently  better  equipped  to 
launch  payloads  into  space  than  are 
we.  Japan,  and  even  China,  could  soon 
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have  that  capability.  The  authorita- 
tive Jane's  Spaceflight  Directory  re- 
ports that  the  Soviet  Union  now  holds 
an  almost  frightening  lead  on  the 
United  States  in  space  experience. 
Even  if  it  is  an  exaggeration  to  say,  as 
Jane's  does,  that  our  space  program 
has  fallen  10  years  behind  the  Soviets 
in  the  practical  utilization  of  space, 
there  is  no  doubt  that  we  are  in  trou- 
ble. 

Such  a  situation  cannot  be  tolerated. 
We  must  redouble  our  efforts  to 
expand  and  improve  our  space  pro- 
gram. We  are  in  critical  need  of  posi- 
tive action  to  end  the  post-CTiaWenc/er 
indecision  of  both  NASA  and  the 
Reagan  administration,  which  blocks 
definition  of  a  coherent  policy  that 
will  reassert  U.S.  leadership  in  space. 

I  believe,  Mr.  Chairman,  that  H.R. 
5495  is  an  essential  first  step.  I  com- 
mend the  chairman  of  the  Space  Sub- 
committee, Mr.  Nelson  from  Florida, 
and  the  chairman  of  the  full  commit- 
tee, Mr.  FuQUA,  for  their  leadership  on 
this  and  other  space  policy  issues. 

H.R.  5495  takes  significant  strides 
toward  getting  the  shuttle  program 
back  on  track.  It  authorizes  such 
funds  as  may  be  necessary  to  construct 
a  fourth  shuttle  orbiter  to  replace 
Challe:iger.  It  is  regrettable  that  the 
administration  took  so  many  months 
to  request  another  orbiter.  Given  the 
tremendous  backlog  of  both  civilian 
and  military  space  missions,  it  should 
have  been  obvious  that  one  was 
needed.  Nonetheless,  we  welcome  the 
administration  decision  even  though  I, 
along  with  many  of  my  colleagues, 
question  their  wisdom  of  having  NASA 
finance  the  orbiter  through  cutbacks 
in  other  NASA  programs.  I  am  pleased 
to  see  that  this  bill  prohibits  such  ac- 
tions from  being  taken. 

The  bill  also  authorizes  funds  to 
return  the  shuttle  system  to  full  flight 
status  and  to  achieve  the  next  shuttle 
flight  by  the  first  quarter  of  1988.  It 
expresses  the  sense  of  Congress  both 
that  the  United  States  must  promptly 
restore  its  space  transportation  capa- 
bilities without  deemphasizing  other 
space  programs,  and  that  the  Govern- 
ment should  utilize  commercial  rock- 
ets as  well  as  the  shuttle  for  placing 
Government  payloads  into  orbit.  The 
bill  also  includes  provisions  designed 
to  help  develop  a  commercial  industry 
lor  unmarmed  expendable  rockets  for 
satellite  launches. 

Finally,  the  bill  provides  money  for 
continued  development  of  one  of  most 
important  projects  which  NASA  has 
ever  undertaken— the  manned  space 
station.  The  success  of  the  space  sta- 
tion is  crucial  if  we  are  ever  to  have  a 
permanent  presence  in  space,  and  if 
we  are  ever  to  undertake  the  kinds  of 
experiments  necessary  to  expand  sig- 
nificantly our  study  of  the  planets  and 
the  universe. 

All  of  these  provisions  mark  major 
steps  forward  for  our  space  program. 


While  I  recognize  that  the  malaise 
which  affects  our  space  program 
caruiot  be  eliminated  overnight,  there 
is  no  doubt  that  vigorous  action— as 
embodied  by  this  bill— backed  by  firm 
committments  from  the  pivotal  play- 
ers who  formulate  our  space  policy, 
can  restore  U.S.  leadership  in  space. 

I  urge  my  colleagues  to  support  this 
bill. 

Mr.  Chairman,  I  also  rise  in  strong  support 
of  the  Torricelli  amendment  to  H.R.  5495, 
which  would  require  that  NASA  move  toward 
a  second  source  of  booster  rockets  for  the 
space  shuttle. 

I  would  like  to  commend  the  gentleman 
from  New  Jersey  (Mr.  Torricelli],  as  well  as 
my  colleagues  from  California  [Mr.  Fazio  and 
Mr.  Low/ERY]  for  their  leadership  on  this  issue. 
In  the  interest  of  promoting  fiscal  responsibil- 
ity, and  of  ensuring  a  sound  technological 
base  as  well  as  ensuring  future  launch  capa- 
bility for  the  shuttle,  they  have  led  efforts  to 
encourage  NASA  to  inject  competition  into  its 
procurement  of  the  solid  rocket  motors. 

I  have  long  been  an  advocate  of  competi- 
tion, especially  within  the  military.  Last  year,  I 
authored  an  amendment  to  the  DOD  authon- 
zation  bill  requihng  procurement  of  all  major 
weapons  systems  on  a  competitive  basis.  It 
passed  the  House  overwhelmingly. 

During  this  year's  authonzation  debate,  I  of- 
fered a  successful  amendment  requiring  that  a 
competitive  prototype  strategy  be  followed  in 
the  acquisition  of  all  major  weapons  systems 
and  subsystems. 

There  is  little  doubt  of  the  value  of  competi- 
tion in  the  Government  procurement  process, 
whether  In  the  military  or  civilian  spheres.  In- 
creased competition  encourages  contractors 
to  hold  down  prices  and  improve  the  quality  of 
their  products.  Dual  sourcing  protects  the  Fed- 
eral Government  from  a  single  source  con- 
tractor that  overcharges  the  Government  tor 
its  work  on  produces  a  shoddy  product.  With 
the  participation  of  more  than  one  contractor 
on  major  contracts,  the  Government  maintains 
access  to  backup  research,  testing,  and  pro- 
duction teams. 

The  GAO  report  on  NASA's  procurement  of 
the  solid  rocket  boosters  stresses  the  impor- 
tance of  second  sourcing,  without  which  the 
contractor  may  not  have  the  incentive  to  iden- 
tify and  correct  problems  in  areas  such  as 
quality  control  and  safety.  The  report  goes  on 
to  state  that  it  is  competition  which  gives  the 
Government  its  leverage  to  ensure  greater  ef- 
ficiency and  effectiveness. 

We  have  already  witnessed  the  importance 
of  competition  in  the  shuttle  program.  Regard- 
ing the  solid  rocket  motors,  it  seems  clear  that 
significant  interest  in  competition  demonstrat- 
ed by  four  major  contractors  last  year  caused 
the  incumbent,  Morlon-Thiokol.  to  reduce  sig- 
nificantly its  future  charges  to  NASA  for  the 
rocket  motors.  NASA  is  on  record  supporting 
second  sourcing  and  stating  that  the  mere 
threat  of  competition  has  already  saved  the 
Agency  $100  million. 

Unfortunately.  NASA,  while  supporting 
second  sourcing,  has  also  dragged  its  feet  on 
implementing  such  a  policy.  This  amendment 
would  require  that  NASA  develop  a  plan  for 
competition  of  the  solid  rocket  boosters,  and 
solicit  competitive  bids  for  the  boosters. 


The  anticipated  long-term  savings  of  mil- 
lions of  tax  dollars  and  of  greater  quality  con- 
trol—maintained by  a  permanent  competitive 
second  source— will  enhance  the  economic  vi- 
ability and  schedule  assurances  of  the  shuttle 
program.  I  urge  my  colleagues  to  support  this 
important  amendment. 

D  1830 

Mr.  LUJAN.  Mr.  Chairman,  I  yield  5 
minutes  to  the  gentleman  from  Flori- 
da [Mr.  Lewis]. 

Mr.  LEWIS  of  Florida.  Mr.  Chair- 
man, I  rise  in  support  of  H,R.  5495, 
the  fiscal  year  1987  NASA  authoriza- 
tion bill.  The  Subcommittee  on  Trans- 
portation, Aviation,  and  Materials 
unanimously  supported  the  adminis- 
tration's request  for  their  aeronautics 
program  this  year, 

I  know  none  of  us  are  happy  with 
the  huge  deficits  that  continue  to 
plague  us.  However,  we  must  resist  the 
temptation  to  balance  the  budget  at 
the  expense  of  research  and  develop- 
ment. I  am  sure  every  one  of  us  would 
be  willing  to  borrow  money  to  take  ad- 
vantage of  an  investment  opportunity 
with  a  guaranteed  return  greater  than 
the  cost  of  borrowing.  Those  kinds  of 
investment  opportunities  are  rarely 
available  to  us  as  individuals,  and  yet  I 
believe  that  funding  NASA's  aeronau- 
tics R&T  program  is  as  close  to  a  risk- 
free  investment  as  any  of  us  are  likely 
to  see. 

The  U.S.  aerospace  industry  contin- 
ues to  provide  a  positive  trade  balance. 
This  is  directly  related  to  the  invest- 
ments we  have  made  in  the  past  in 
aeronautics  research.  There  is  tremen- 
dous synergism  in  NASA's  aeronautics 
program;  much  of  it  is  generic  re- 
search that  benefits  all  aspects  of  avia- 
tion, and  the  resulting  cost  of  requir- 
ing each  company  to  conduct  its  own 
basic  research  program  would  surely 
mean  the  end  of  our  fragile  competi- 
tive advantage  in  aviation  products. 

I  would  also  like  to  call  attention  to 
a  new  line  item  in  NASA's  budget  this 
year— trarisatmospherics  R&T.  This  is 
the  aerospace  plane  program  which 
bridges  the  gap  that  now  exists  be- 
tween aeronautics  and  space.  The 
aerospace  plane  is  the  most  exciting 
program  we've  seen  in  decades— a  hy- 
personic research  aircraft  that  will 
demonstrate  the  technologies  needed 
for  hypersonic  transports,  military  air- 
craft, and  also  a  single-stage-to-orbit 
space  transportation  system. 

This  is  a  joint  program  with  DOD, 
and  it  is  critically  important  to  sup- 
port a  strong  NASA  role  in  this  pro- 
gram to  ensure  that  it  remains  a  re- 
search program  to  support  both  civil 
and  military  applications  in  both  aero- 
nautics and  space. 

And,  now  I  would  like  to  turn  our  at- 
tention to  the  space  program.  The 
NASA  authorization  bill  directs  NASA 
to  begin  procurement  of  a  replacemer; 
orbiter;  moreover,  it  provides  for  the 
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acceptance  of  gifts  and  donations  to  be 
used  for  that  replacement.  Many  chil- 
dren have  already  eagerly  begun 
making  their  contributions  to  replace 
the  Challenger. 

As  we  all  know,  when  the  space  shut- 
tle Challenger  accident  occurred  on 
January  28,  1986.  millions  of  children 
who  were  expectantly  waiting  for  the 
first  school  lesson  from  space,  wit- 
nessed the  tragedy  on  television. 
These  same  schoolchildren  will  be  the 
space  explorers  of  tomorrow.  There- 
fore, I  am  especially  pleased  that  this 
bill  also  provides  for  allowing  these 
school  children  the  opportunity  to 
participate  in  selecting  the  name  for  a 
new  orbiter. 

Mr.  Chairman,  those  of  us  on  the 
Committee  on  Science  and  Technology 
recognize  the  need  for  fiscal  restraint, 
but  we  also  recognize  the  importance 
of  a  healthy  research  program  for  the 
future  strength  of  our  economy. 
Therefore,  I  strongly  urge  the  adop- 
tion of  this  bill. 

Before  I  return  the  balance  of  my 
time,  Mr.  Chairman,  I  would  like  to 
join  my  colleagues  on  the  Science  and 
Technology  Committee  in  expressing 
my  appreciation  for  the  opportunity 
to  serve  on  this  committee  under  the 
leadership  of  our  chairman,  Mr.  Don 
PuQUA.  Chairman  Fuqua  has  served 
this  committee  with  distinction  and 
has  earned  the  respect  and  admiration 
of  Members  from  both  sides  of  the 
aisle.  His  contributions  to  science  and 
technology  will  be  long  remembered, 
and  he  will  be  greatly  missed  in  the 
years  to  come.  I  am  sure  he  will  con- 
tinue to  serve  the  aerospace  communi- 
ty well  in  his  new  capacity  as  presi- 
dent of  Aerospace  Industries  Associa- 
tion, and  I  wish  him  every  success  in 
this  new  venture. 

Mr.  FUQUA.  Mr.  Chairman,  I  yield  4 
minutes  to  the  distinguished  gentle- 
man from  New  York  [Mr.  Scheuer]. 

Mr.  SCHEUER.  Mr.  Chairman,  I  too 
wish  to  raise  my  voice  in  admiration 
and  affection  of  our  chairman,  the 
gentleman  from  Florida,  Don  Fuqua. 
He  has  been  an  inspiration  to  all  of  us 
who  have  worked  with  him.  It  has 
been  a  privilege  to  have  been  associat- 
ed with  him  in  the  glorious  business  of 
space.  None  of  us  will  ever  forget  the 
experience,  and  we  give  him  our  heart- 
felt best  wishes  for  success,  health  and 
happiness  in  his  new  career  ahead, 
and  along  with  him  his  marvelous 
wife,  Nancy. 

Mr.  Chairman,  I  rise  in  support  of 
H.R.  5495,  the  NASA  authorization 
bill  for  fiscal  year  1987. 

Over  the  past  8  months,  in  the  wake 
of  the  Challenger  accident,  we  have 
asked  probing  questions  about  the  di- 
rection of  our  space  program,  and  the 
competence  of  its  administration  and 
leadership. 

Although  this  review  is  necessary 
and  appropriate,  we  must  not  lose 
sight  of  our  successes. 


The  Space  Shuttle  Program  did 
bridge  the  gap  between  the  pioneering 
efforts  of  Mercury,  Gemini,  and 
Apollo  and  the  homesteading  efforts 
of  the  space  station. 

The  shuttle  was  so  successful  in  de- 
livering crew  and  cargo  to  and  from 
orbit  that  we  were  essentially  blinded 
to  the  dangers  associated  with  space 
flight. 

We  were  delivering  satellites  to 
orbit.  We  were  repairing  satellites  in 
orbit.  We  were  retrieving  satellites 
from  orbit.  We  were  manufacturing  in 
space.  We  were  carrying  on  experi- 
ments in  space.  We  were  manuevering, 
untethered,  in  space.  We  were  learning 
to  utilize  the  unique  environment  of 
space.  For  24  flights  the  shuttle  was  so 
successful  that  we  began  to  take  its 
success  for  granted.  Then  came  flight 
25,  and  the  tragic  events  of  January 
28. 

The  Challenger  accident  and  the  re- 
sulting investigations  have  shaken  our 
Nation's  confidence  in  our  space 
agency,  our  space  program  and,  I 
might  add,  in  ourselves. 

This  confidence  can  be  restored. 
This  confidence  must  be  restored. 
Design  problems  must  be  solved  so 
that  we  can  safely  and  reliably  exploit 
the  shuttle's  capabilities  in  delivering 
astronauts  to  space.  Management  sys- 
tems must  be  implemented  so  that 
danger  signs  are  detected  and  acted 
upon,  in  time. 

Policies  must  be  changed  such  that 
this  Nation  is  not  dependent  on  a 
single  space  transportation  system. 
NASA  must  develop  the  technical 
muscle  to  ensure  that  in  the  future  it 
will  recognize  and  resolve  recurrent 
problems  promptly  and  thoroughly. 

And  we  in  the  Congress  must  resolve 
to  maintain  a  close  and  continuous 
oversight  of  NASA,  both  to  ensure 
that  flight  safety  is  never  compro- 
mised and  to  ensure  that  the  agency  is 
provided  with  clear,  and  achievable 
goals. 

Once  these  changes  are  accom- 
plished, NASA  and  space  exploration 
will  deserve  our  full  support.  And  our 
support  should  be  as  consistent,  as 
bold,  and  as  proud  as  our  belief  in  the 
Nation's  pioneering  spirit  and  inspira- 
tional destiny  in  space. 

D  1840 

Mr.  LUJAN.  Mr.  Chairman.  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

Mr.  FUQUA.  Mr.  Chairman.  I  yield 
30  seconds  to  the  gentleman  from 
Ohio  [Mr.  Seiberlinc],  a  former 
member  of  the  Committee  on  Science 
and  Technology. 

Mr.  SEIBERLING.  Mr.  Chairman,  I 
wanted  to  take  this  time  to  say  that  I 
had  the  privilege  of  serving  for  one 
Congress,  my  freshman  term,  on  the 
Committee  on  Science  with  the  distin- 
guished gentleman  from  Florida  [Mr. 
Fuqua],  and  I  think  that  the  Congress 


and  the  country  owe  him  a  tremen- 
dous debt  of  gratitude  for  his  many 
years  of  dedicated  work  on  the  Science 
Committee,  and  in  particular  for  his 
work  in  supporting  the  pioneering  ef- 
forts of  NASA. 

I  wanted  to  add  my  voice  to  those 
who  were  similarly  phrasing  his  activi- 
ties. 

Mr.  FUQUA.  Mr.  Chairman,  I  yield 
30  seconds  to  the  gentleman  frogi 
California  [Mr.  Lewis]. 

Mr.  LEWIS  of  California.  Mr.  Chair- 
man, I  just  walked  onto  the  floor  from 
a  meeting,  and  I  noticed  the  debate 
was  concluding,  and  I  did  not  want 
that  to  pass  without  the  opportunity, 
Mr.  Chairman,  of  expressing  to  you  as 
we  have  heard  these  words  so  many 
times  now,  of  farewell,  my  personal 
appreciation  for  your  commitment  not 
just  to  the  House  of  Representatives 
but  indeed  to  that  pioneering  spirit 
that  we  are  so  supportive  of  in  our 
space  effort. 

Your  contribution  to  the  House,  to 
that  effort,  will  not  be  forgotten.  We 
appreciate  and  will  miss  you  as  we 
work  in  the  years  ahead. 

Mr.  ANDREWS.  Mr.  Chairman,  I  want  to 
take  a  moment  to  congratulate  the  leadership 
of  the  Science  and  Technology  Committee  for 
bringing  forward  this  important  and  well-craft- 
ed authorization  for  NASA.  Chairman  Nelson 
and  the  Space  Science  Subcommittee  held 
exhaustive  hearings  that  probed  the  serious 
crisis  in  our  Nation's  space  poJicy  and  helped 
us  all  to  face  foursquare  the  obstacles  in  the 
path  of  further  exploration  and  development  of 
space. 

Mr.  Chairman,  this  year's  authorization  for 
NASA  is  extremely  important.  In  1987  we  will 
move  out  at  full  speed  on  the  space  station. 
Thus  I  think  it  would  be  timely  to  note  for  my 
colleagues  the  immense  capability  the  station 
will  give  our  country,  particularly  in  promoting 
participation  by  the  private  sector. 

In  addition  to  using  the  space  station,  the 
pnvate  sector  may  have  a  role  as  the  builders 
and  operators  of  the  station.  To  encourage 
this  type  of  commercial  role  in  station  devel- 
opment, NASA  has  issued  "Guidelines  for 
U.S.  Commercial  Enterprises  for  Space  Sta- 
tion Development  and  Operations". 

These  guidelines  have  sparked  consider- 
able interest  in  the  pnvate  sector  and  will  as  a~ 
policy-  foundation  upon  which  to  build  a  signifi- 
cant commercial  presence  in  space.  As  the 
Federal  budget  squeezes  ever  tighter  on  our 
space  investment,  it  is  the  commercial  sector 
that  will  toe  needed  to  expand  our  Nation's 
role  in  space.  Therefore,  space  commercial- 
ization needs  our  most  fervent  promotion  and 
support. 

Areas  for  commercial  participation  as  build- 
ers or  operators  on  the  station  may  include: 
habitation,  medical  and  health,  data  manage- 
ment, communications,  laboratories,  payload 
processing,  and  logistics.  As  we  move  into 
full-scale  development  of  the  space  station, 
these  opportunities  will  grow  significantly. 

Beyond  participation  in  the  station  itself, 
NASA  is  promoting  commercialization  of  other 
space  activities.  Last  year's  memorandum  of 
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understanding  between  NASA  and  Space  In- 
dustries, Inc.  is  an  example  of  cooperation  in 
space  hardware  development.  As  811  contin- 
ues work  on  its  Industrial  space  facility,  they 
have  exchanged  information  with  the  space 
station  office  which  may  lead  to  an  ISF  com- 
patible with  station  and  that  may  assist  In  the 
development  and  operational  stages  of  the 
space  station. 

Overall,  these  initiatives  txxle  well  for  the 
future  of  the  space  station.  We  must  use  the 
engines  of  free  enterprise  to  drive  our  devel- 
opment of  space  and  assure  our  Nation's  role 
in  outer  space  for  decades  to  come. 

Mr.  GORDON.  Mr.  Chaimian,  I  support  H.R. 
5495,  the  NASA  authorization  bill  for  fiscal 
year  1987.  This  bill  includes  funds  for  the 
shuttle  program.  The  Space  Station  Program 
and  the  Space  Shuttle  Program  are  interde- 
pendent. The  Space  Shuttle  Program  is  the 
space  station's  primary  transportation  system 
for  construction  and  resupply.  Included  in  this 
authorization  bill  are  the  funds  to  support  the 
earty  years  of  space  station  construction,  a 
major  initiative  for  the  United  States  to  main- 
tain worid  leadership  in  the  international  com- 
munity of  space  users.  Also  included  are 
funds  to  support  precursor  space  laboratory 
flights  which  will  develop,  for  this  international 
community  of  space  station  users,  the  equip- 
ments and  scientific  experiment  data  base 
which  Is  necessary  for  efficient  utilization  of 
the  space  station. 

We  must  also  remember  that  as  an  element 
in  America's  space  transportation  capability, 
the  space  shuttle  still  represents  the  major 
portion  of  our  Nation's  capacity  for  placing 
spacecraft  on  orbit.  It  is  the  shuttle  that  gives 
America  its  unique  capability  to  perform  on 
orbit  repairs,  servicing,  refueling,  retrievel.  so 
ably  demonstrated  during  the  first  24  flights  of 
the  Shuttle  Program. 

The  recovery  and  repair  of  the  solar  maxi- 
mum satellite  by  our  NASA  astronauts  "Ox" 
Van  Hoften.  "Pinky"  Nelson.  Bob  Crippen. 
and  the  late  Dick  Scobee.  saved  the  United 
States  a  satellite  that  cost  over  S50  million 
alone  and  demonstrated  the  ingenuity  of 
teams  of  astronauts  as  they  employed  various 
means  to  recover  a  tumbling  satellite. 

Those  who  watched  the  extraordinary  re- 
covery of  two  crippled  communications  satel- 
lites which  cost  approximately  S30  million 
each  can  appreciate  the  tremendous  ad- 
vances the  United  States  has  taken  in 
manned  space  operations.  Again,  our  NASA 
astronauts  Joe  Allen  and  Dale  Gardner 
proved  conclusively  that  salvaging  abandoned 
satellites,  with  subsequent  return  to  Earth  in 
the  shuttle,  is  an  operational  reality  in  Amer- 
ica. 

Perhaps  even  more  remarkable  was  the  ex- 
traordinary on-orbit  recovery,  repair,  and  rede- 
ployment of  the  Hughes  Syncom  satellite.  It  is 
estimated  that  by  rescuing  this  mission.  NASA 
saved  Hughes  over  $50  million  in  satellite 
costs  and  in  excess  of  $80  million  in  business 
revenues  over  the  first  5  years  of  spacecraft 
operatkjns. 

It  is  important  that  we  support  the  continued 
development  of  these  shuttle  unique  capabili- 
ties as  they  are  the  future  in  space  operations 
being  pursued  throughout  the  worid.  Addition- 
ally, they  are  the  area  of  unique  manned- 
space  operatkjnal  capabilities  in  which  Amer- 


ica still  retains  a  substantial  lead  among  the 
worid's  space  programs. 

Finally.  I  urge  continued  support  for  the 
Space  Shuttle  Program  as  It  is  a  vital  element 
of  the  Nation's  space  launch  capability  that 
provides  launches  of  national  security  interest 
and  for  which  the  shuttle's  unique  capabilities 
are  only  now  being  explored. 

Mr.  BROWN  of  California.  Mr.  Chairman,  as 
I  stated  eariier.  I  support  H.R.  5495.  a  bill  to 
authorize  appropriations  for  the  National  Aero- 
nautics and  Space  Administration  for  fiscal 
year  1987.  The  bill  earmarks  $7.7  billion  for 
the  Nation's  space  agency— identical  to  the 
President's  request  level.  My  colleagues  on 
the  Science  and  Technology  Committee,  with 
the  help  of  the  committee's  expert  staff,  have 
arrived  at  a  bill  that  should  be  agreeable  to 
most  Memt)ers  of  this  body.  Given  the  difficul- 
ty and  uncertainty  surrounding  NASA  as  a 
result  of  the  Challenger  accident  of  January 
28,  I  believe  that  chairman  of  the  Space  Sci- 
ence and  Applications  Subcommittee.  Mr.  Bill 
Nelson,  has  done  an  exceptional  job. 

The  Space  Subcommittee  wisely  restored 
funding  for  the  Advanced  Communications 
Technology  Satellite  [ACTS]  Program  at  $95 
million.  I  would  have  preferred,  however,  that 
the  subcommittee  restore  the  funding  to  $117 
million  as  requested  in  the  project  funding  pro- 
tile.  At  $95  million,  the  program  will  experi- 
ence a  6-month  delay  and  cost  overruns  in 
excess  of  $40  million  overall.  If  ACTS  Is  de- 
layed further,  the  United  States  will  fall  behind 
its  Japanese  and  European  competitors,  who 
have  their  own  vigorous  advanced  communi- 
cations satellite  technology  programs. 

Discussion  of  title  I  is  limited  because  the 
budget  figures  in  this  bill  have  little  to  do  with 
the  budget  realities  at  NASA.  Essentially,  the 
bill  provides  little  more  than  an  operating  shell 
for  NASA.  Without  a  budget  amendment  from 
NASA,  the  committee  was  unaWe  to  form  a 
more  accurate  budget  proposal.  / 

Mr.  Chairman,  I  am  concerned  that  perhaps 
we  on  the  Science  and  Technology  Commit- 
tee have  relinquished  some  of  our  authoriza- 
tion and  oversight  responsibilities  to  the  Ap- 
propriations Committee.  Jurisdiction  wrangling 
between  the  authorizing  and  appropriating 
committees  is  a  tradition  in  Congress.  But  the 
situation  has  become  particularly  acute  in  the 
case  of  the  proposed  space  station.  The  Ap- 
propriations Committee  has  been  allowed  to 
manipulate  the  Space  Station  Program  within 
NASA  without  any  objections.  NASA  is  forced 
to  do  handstands  and  somersaults  to  keep 
the  Appropriations  Committee  happy.  I  seri- 
ously question  whether  this  is  responsible  or 
appropriate  oversight. 

I  would  like  to  mention  that  H.R.  5495  does 
provide  full  funding  for  the  continuation  of  the 
Mars  Observer  Program,  scheduled  for  launch 
in  1990.  Not  only  does  this  mission  promise  to 
yield  a  wealth  of  scientific  understanding  of 
Mars,  but  it  will  also  coincide  with  the  Soviet 
mission  to  the  Martian  moon  Phobos.  It  would 
be  disappointing  If  NASA  were  to  recommend 
delaying  this  critical  program.  In  finalizing  Its 
payload  manifest  for  the  space  shuttle  for  the 
next  5  years.  I  hope  NASA  has  the  foresight 
to  give  the  Mars  Observer  mission  high  priori- 
ty. Also,  any  new  space  science  programs 
and  initiatives  which  NASA  feels  are  important 


should  tM  brought  before  Congress  without 
jeopardizing  other  ongoing  projects. 

Moving  on  to  titles  III  and  IV  of  the  NASA 
authorization  bill,  these  new  additions  will  pro- 
vide hope  and  incentives  needed  for  the 
United  States  to  once  again  be  the  preemi- 
nent spacefaring  nation.  These  measures  may 
well  be  the  medicine  that  will  revitalize  the 
Space  Agency.  Under  title  III  such  funds  as 
necessary  are  authorized  to  do  the  necessary 
fixes  on  the  shuttle,  replacing  the  shuttle  Chal- 
lenger, and  building  a  mixed  fleet  of  expend- 
able launch  vehicles  [ELV's]  to  assure  U.S. 
access  to  space.  The  measure  also  estab- 
lishes space  shuttle  payload  priorities,  putting 
commercial  payloads  at  the  bottom  of  the  list. 
The  bill  may  also  open  the  door  for  private  fi- 
nancing of  additional  shuttle  orblters. 

Title  IV  is  considered  an  experiment  In  fos- 
tering a  private  ELV  industry  in  the  United 
States.  Under  this  title,  NASA  would  be  re- 
quired to  purchase  a  number  of  launch  serv- 
ices each  year.  Some  changes  would  also  be 
made  in  the  shuttle  pricing  policy  to  ensure 
that  the  space  shuttle  is  only  used  as  a 
backup  launch  vehicle  for  commercial  pay- 
loads.  I  believe  this  is  a  comprehensive  ap- 
proach to  determining  if  a  private  ELV  Industry 
can  thrive  In  the  United  States. 

While  I  am  enthusiastic  about  titles  III  and 
IV  of  the  NASA  bill,  I  am  concerned  that  the 
authorization  Is  not  backed  up  with  specific 
numbers.  I  get  the  sense  that  the  bill  we  are 
considering  today  goes  a  long  way  toward 
solving  problems  in  the  American  Space 
Agency,  but  stops  short  of  providing  the  defin- 
itive cure  for  NASA's  ailments.  Unless  we  are 
willing  to  authorize  specific  dollar  amounts,  we 
will  be  making  only  partial  payments  on  our 
commitment,  and  we  may  end  up  with  a 
Subaru  without  an  engine. 

Curiously,  the  Senate  Appropriations  Com- 
mittee was  able  to  mark  up  a  HUD-lndepend- 
ent  Agencies  bill  which  earmarks  $8.3  billion 
for  NASA  in  fiscal  year  1987— $575  million 
above  the  NASA  budget  before  us  today.  The 
Senate  Committee  on  Commerce.  Science, 
and  Transportation  managed  to  report  a 
NASA  authorization  bill  that  is  also  above  the 
House  NASA  authorization  levels  by  more 
than  $100  million.  I  am  disappointed  that  the 
Science  and  Technology  Committee  has  not 
taken  similar  initiative  to  increase  the  NASA 
budget  above  the  President's  request.  I  think 
the  committee  underestimates  Congress,  will- 
ingness to  take  the  appropriate  steps  to  get 
the  Space  Agency  flying  again. 

Simply  providing  minimum  funding  to  NASA 
is  not  enough.  In  order  for  NASA  to  once 
again  be  the  premier  Space  Agency  In  the 
world,  it  must  be  adequately  funded.  NASA 
must  experience  real  growth  over  the  next  5 
to  10  years,  followed  by  a  steady  level  funding 
into  the  21st  century.  I  am.  not  speaking  only 
for  myself.  There  Is  a  growing  concensus 
among  space  policy  analyst  that  Increased 
commitment  to  the  U.S.  civilian  Space  Pro- 
gram is  crucial.  Among  the  groups  advocating 
enhanced  NASA  budgets  are  the  American  In- 
stitute of  Aeronautics  and  Astronautics,  the 
NASA  Advisory  Council,  and  the  National 
Commission  on  Space.  But  clearly  the  most 
important  group  which  supports  increased 
funding  for  NASA  is  the  American  public.  A 
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recent  survey  has  indicated  that  57  percent  of 
the  American  population  support  an  expanded 
civilian  Space  Program. 

Rebuilding  the  U.S.  Space  Program  to  last 
for  100  years.  However,  is  a  difficult  chal- 
lenge, and  will  not  happen  in  1  year's  budget. 
I  will  continue  to  work  with  my  colleagues  until 
we  have  arrived  at  a  civilian  Space  Program 
worthy  of  the  American  pioneering  spirit. 

Again,  I  offer  my  support  for  H.R.  5495. 

Mr.  FUQUA.  Mr.  Chairman,  I  yield 
back  the  balance  of  my  time,  and  I 
move  that  the  Committee  do  now  rise. 

The  motion  was  agreed  to. 

Accordingly  the  Committee  rose  and 
the  Speaker  pro  tempore  [Mr.  Gray  of 
Illinois]  having  resumed  the  Chair, 
Mr.  Skelton,  Chairman  pro  tempore 
of  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union,  reported 
that  that  Committee,  having  had 
under  consideration  the  bill  (H.R. 
5495)  to  authorize  appropriations  to 
the  National  Aeronautics  and  Space 
Administration,  and  for  other  pur- 
poses, had  come  to  no  resolution 
thereon. 


DESIGNATING  THE  NEZ  PERCE 
TRAIL  AS  A  PART  OF  THE  NA- 
TIONAL TRAILS  SYSTEM 

Mr.  VENTO.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Interior  and  Insular  Affairs  be 
discharged  from  further  consideration 
of  the  Senate  bill  (S.  1542)  to  amend 
the  National  Trails  System  Act  by  des- 
ignating the  Nez  Perce  (Nee-Me-Poo) 
Trail  as  a  component  of  the  National 
Trails  System,  and  ask  for  its  immedi- 
ate consideration. 

The  Clerk  read  the  title  of  the 
Senate  bill. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Minnesota? 

Mr.  LAGOMARSINO.  Mr.  Speaker, 
reserving  the  right  to  object,  I  do  so 
only  for  the  purpose  of  asking  the  gen- 
tleman from  Minnesota  [Mr.  Vento], 
the  chairman  of  the  subcommittee,  to 
explain  the  measure. 

Mr.  VENTO.  If  the  gentleman  will 
yield,  Mr.  Speaker,  the  Legislation 
before  us,  S.  1542,  would  designate  the 
Nez  Perce  (Ne-Me-Poo)  Trail  as  a  Na- 
tional Historic  Trail. 

The  1,170-mile  trail,  traversing 
through  Oregon,  Idaho,  Wyoming  and 
Montana  was  the  route  used  by  the 
"non-treaty"  Nez  Perce  Indians  during 
the  summer  and  fall  of  1877  in  their 
attempt  to  flee  the  United  States 
Army  and  seek  peace  in  Canada.  The 
Nez  Perce,  also  known  by  their  tradi- 
tional Indian  name  Ne-Me-Poo,  mean- 
ing "The  People",  were  cited  in  news 
accounts  of  the  day  and  subsequent 
historical  analyses  for  their  persever- 
ance and  strategy  in  the  face  of  over- 
whelming odds. 

A  study  of  the  proposed  national  his- 
toric trail  was  conducted  pursuant  to 
section    5(c)   of   the   National   Trails 


System  Act.  The  study  undertaken 
jointly  by  the  U.S.  Forest  Service  and 
the  National  Park  Service  found  that 
it  was  feasible  and  desirable  to  desig- 
nate the  Nez  Perce  Trail  as  a  compo- 
nent of  the  National  Trails  System. 
Subsequently,  the  National  Park 
System  Advisory  Board  made  the  de- 
termination required  by  the  National 
Trails  System  Act  that  the  proposed 
Nez  Perce  Historic  Trail  is  of  national 
significance. 

Mr.  Speaker,  it  is  my  understanding 
that  the  administration  supports  this 
legislation.  From  all  the  information 
gathered  on  this  matter  it  would 
appear  that  the  designation  of  a  Nez 
Perce  (Ne-Me-Poo)  National  Historic 
Trail  would  be  a  fitting  recognition  of 
this  moment  in  American  history. 

I  support  adoption  of  this  measure. 

Mr.  LAGOMARSINO.  Mr.  Speaker, 
further  reserving  the  right  to  object,  I 
rise  in  support  of  S.  1542,  to  designate 
the  Nez  Perce  Trail  as  a  national  his- 
toric trail. 

As  the  subcommittee  chairman  has 
explained,  the  1,170-mile  Nez  Perce 
Trail,  which  passes  through  the  State 
of  Oregon,  Idaho,  Wyoming,  and  Mon- 
tana, was  the  route  followed  by  the 
Nez  Perce  Indians  during  their  flight 
from  the  U.S.  Army  to  Canada.  The 
traditional  name  of  the  Nez  Perce,  Ne- 
Me-Poo,  will  also  be  recognized  in  the 
trail's  designation. 

The  Nez  Perce  Trail  was  jointly 
studied  by  the  U.S.  Forest  Service  and 
the  National  Park  Service  and  was 
found  to  meet  the  requirements  under 
the  National  Trails  System  Act  for  na- 
tional historic  trail  designation. 

Under  the  bill's  provisions,  no  pri- 
vate lands  outside  of  federally  admin- 
istered areas  may  be  acquired  for  the 
trail.  The  bill  also  authorizes  appropri- 
ate marking  of  the  trail. 

The  other  body  recently  approved  S. 
1542.  Therefore,  I  urge  my  colleagues 
to  pass  this  measure  and  send  it  to  the 
White  House  for  presidential  signa- 
ture. 

Mr.  LAGOMARSINO.  Mr.  Speaker. 
I  withdraw  my  reservation  of  objec- 
tion. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request. of  the 
gentleman  from  Minnesota? 

There  was  no  objection. 

The  Clerk  read  the  Senate  bill,  as 
follows: 

S. 1542 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  the 
National  Trails  System  Act  (82  Stat.  919),  as 
amended,  is  further  amended  as  follows: 
Section  5(a)  is  amended  to  insert  the  follow- 
ing new  paragraph: 

"(14)  The  Nez  Perce  National  Historic 
Trail,  a  route  of  approximately  eleven  hun- 
dred and  seventy  miles  extending  from  the 
vicinity  of  Wallowa  Lake.  Oregon,  to  Bear 
Paw  Mountain.  Montana,  as  generally  de- 
picted in  Nez  Perce  (Nee-Me-Poo)  Trail 
Study  Report'  prepared  by  the  Department 


of  Agriculture  and  dated  March  1982.  The 
report  shall  \}e  on  file  and  available  for 
public  inspection  in  the  Office  of  the  Chief 
of  the  Forest  Service.  Washington.  District 
of  Columbia.  The  trail  shall  be  administered 
by  the  Secretary  of  Agriculture.  No  lands  or 
interests  therein  outside  the  exterior  bound- 
aries of  any  federally  administered  area 
may  be  acquired  by  the  Federal  Govern- 
ment for  the  Nez  Perce  National  Historic 
Trail.  The  Secretary  of  Agriculture  may  des- 
ignate lands  outside  of  federally  adminis- 
tered areas  as  segments  of  the  trail  upon  ap- 
plication from  the  States  or  local  govern- 
mental agencies  involved  if  such  segments 
meet  the  criteria  established  in  this  act  and 
are  administered  by  such  agencies  without 
expense  to  the  United  States.  So  that  signif- 
icant route  segments  and  sites  recognized  as 
associated  with  the  Nez  Perce  Trail  may  be 
distinguished  by  suitable  markers,  the  Sec- 
retary of  agriculture  is  authorized  to  accept 
the  donation  of  suitable  markers  for  place- 
ment at  appropriate  locations.  Any  such 
markers  associated  with  the  Nez  Perce  Trail 
which  are  to  be  located  on  lands  adminis- 
tered by  any  other  department  or  agency  of 
the  United  Stales  may  be  placed  on  such 
lands  only  with  the  concurrence  of  the  head 
of  such  department  or  agency.". 

AUTHORIZATION  OF  APPROPRIATIONS 

Sec.  2.  There  are  authorized  to  be  appro- 
priated $550,000  to  carry  out  the  purposes 
of  this  Act. 

The  Senate  bill  was  ordered  to  be 
read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  re- 
consider was  laid  on  the  table. 


GENERAL  LEAVE 

Mr.  VENTO.  Mr.  Speaker.  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  S. 
1542,  the  Senate  bill  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Minnesota? 

There  was  no  objection. 


DESIGNATING  THE  CUMBER- 
LAND TERMINUS  OF  THE 
CHESAPEAKE  AND  OHIO 

CANAL  IN  HONOR  OF  J.  GLENN 
BEALL,  SR. 

Mr.  VENTO.  Mr.  Speaker.  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Interior  and  Insular  Affairs  be 
discharged  from  further  consideration 
of  the  Senate  bill  (S.  1766)  to  desig- 
nate the  Cumberland  terminus  of  the 
Chesapeake  and  Ohio  Canal  National 
Historical  Park  in  honor  of  J.  Glerm 
Beall.  Sr.,  and  ask  for  its  inunediate 
consideration. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Miruiesota? 

Mr.  LAGOMARSINO.  Mr.  Speaker, 
reserving  the  right  to  object,  I  yield  to 
the  gentleman  from  Minnesota  [Mr. 
Vento]. 

Mr.  VENTO.  Mr.  Speaker.  S.  1766 
would  designate  the  Cumberland  ter- 
minus of  the  Chesapeake  and  Ohio 
Canal    National    Historical    Park    in 
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honor  of  J.  Glenn  Beall.  Sr..  in  recog- 
nition of  his  efforts  to  preserve  and 
protect  the  canal  and  towpath  from 
development. 

J.  Glenn  Beall.  Sr..  served  as  a 
Member  of  the  House  of  Representa- 
tives and  as  a  U.S.  Senator  from  Mary- 
land during  the  period  from  1943-65. 
During  his  service  in  the  Congress,  Mr. 
Beall  was  a  leader  in  efforts  to  estab- 
lish a  C&O  Canal  National  Historical 
Park  and  adjoining  parkway  in  Mary- 
land, sponsoring  enabling  legislation 
in  the  84th.  85th.  and  86th  Congresses. 
Though  his  legislation  was  not  en- 
acted into  law.  President  Eisenhower, 
by  I*roclamation  on  January  18.  1961, 
established  the  Federal  lands  compris- 
ing the  canal  as  the  Chesapeake  and 
Ohio  Canal  National  Monument.  Ten 
years  later  in  1971,  legislation  was  en- 
acted establishing  the  areas  as  the 
Chesapeake  and  Ohio  Canal  National 
Historical  Park. 

Mr.  Speaker,  S.  1766  directs  the  Sec- 
retary of  the  Interior  to  erect  and 
maintain  an  appropriate  memorial  to 
J.  Glenn  Beall,  Sr.,  at  the  Cumberland 
terminus  of  the  park,  the  cost  of 
which  is  not  to  exceed  $25,000.  I  un- 
derstand the  administration  supports 
this  measure  and  I  add  my  support  to 
its  adoption. 

Mr.  Speaker,  I  want  to  thank  the 
gentlewoman  Congresswoman.  Byron, 
an  able  member  of  the  Interior  and  In- 
sular Affairs  Committee  for  her  assist- 


means  a  great  deal  to  me  and  so  many  west- 
em  Marylanders. 

This  bill  dedicates  the  C&O  canal  terminus 
after  the  late  Maryland  Senator,  J.  Glenn 
Beall,  Sr.,  in  recognition  of  his  efforts  to  pro- 
tect and  preserve  the  park's  canal  and  tow- 
path.  During  his  22  years  in  (Congress,  he 
maintained  a  personal  interest  in  the  protec- 
tion of  the  C&O  Canal  National  Park.  In  1956, 
he  introduced  the  first  piece  of  legislation 
which  recognized  the  historical  importance  of 
the  canal  and  provided  a  vehicle  for  its  pres- 
ervation and  restoration.  While  similar  bills 
were  introduced  during  the  next  16  years, 
nothing  was  signed  into  law  until  1971— just  1 
year  after  Senator  Beall's  death.  What  could 
now  be  more  appropriate  than  to  dedicate  the 
terminus— a  significant  portion  of  the  canal— 
to  his  memory? 

The  plan  for  the  Park  Service  to  implement 
will  be  an  attractive  interpretive  park  with  per- 
manent exhibits,  landscaping,  walkways,  mini- 
plazas,  and  benches  which  would  draw  people 
to  the  river  and  the  canal  terminus  area.  This 
legislation  authorizes  a  mere  $25,000  which 
will  cover  the  entire  cost  of  the  proposed  in- 
terpretive park.  A  simple  plaque  dedicated  to 
J.  Glenn  Beall  will  suffice  as  the  sole  object 
recognizing  his  contributions  to  the  canal's 
protection. 

Mr.  Speaker,  I  cannot  find  anyone  who  does 
not  think  that  this  bill  is  an  excellent  idea.  The 
Senate  companion  bill,  introduced  by  Mary- 
land Senator  Charles  Mathias,  passed  the 
Senate  on  August  1  without  opposition.  I  urge 
its  speedy  approval  in  the  House  as  well  so 
that  J.  Glenn  Beall's  contributions  to  the  sur- 


The  Senate  bill  was  ordered  to  be 
read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  re- 
consider was  laid  on  the  table. 


GENERAL  LEAVE 

Mr.  VENTO.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  S. 
1766,  the  Senate  bill  just  passed. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Minnesota? 

There  was  no  objection. 


THE  ARMS  RACE  AND  SOVIET 
ECONOMIC  DECLINE 

(Mr.  SEIBERLING  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks  and  include  extraneous 
matter.) 

Mr.  SEIBERLING.  Mr.  Speaker,  yes- 
terday, I  placed  in  the  Record  some 
compelling  facts  about  our  own  Na- 
tion's economic  crisis  and  the  key  role 
of  the  arms  race  in  bringing  it  about. 
Today,  I  would  like  to  discuss  the  eco- 
nomic crisis  in  the  Soviet  Union, 
which  is  in  great  measure  similar  in 
origin  to  the  crisis  we  confront.  In 
both  cases,  there  is  a  smaller  remedy, 
if  the  will  exists  to  pursue  it:  namely. 
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Mr.  LAGOMARSINO.  Mr.  Speaker, 
I  withdraw  my  reservation  of  objec- 
tion. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Minnesota? 

There  was  no  objection. 

The  Clerk  read  the  Senate  bill,  as 
follows: 

S.  1766 


to  enactment.  It  would  not  have  been 
successfully  enacted  without  Congress- 
woman  Byron's  leadership. 

Mr.  LAGOMARSINO.  Mr.  Speaker, 
I  rise  in  support  of  S.  1766.  As  the  sub- 
committee chairman  has  explained, 
this  bill  would  designate  the  Cumber- 
land terminus  of  the  C&O  Canal  Na- 
tional Historic  Park  in  honor  of  J. 
Glenn  Beall,  Sr. 

Senator  Beall  was  a  distinguished 
Member  of  Congress  for  22  years 
during  which  he  served  in  both  bodies. 
His  numerous  contributions  during  his 
service  include  his  efforts  to  protect 
and  preserve  the  canal  and  towpath 
which  are  the  prominent  features  of 
the  park.  He  introduced  the  first  piece 
of  legislation  aimed  at  preserving  and 
restoring  the  canal  in  1956.  After 
years  of  work  and  negotiation,  legisla- 
tion was  finally  passed  to  establish  the 
park  in  1971,  1  year  after  Senator 
Beall's  death. 

Congressional  designation  of  the 
Cumberland  terminus  of  this  unique 
park  as  a  memorial  to  Senator  Beall  is 
an  appropriate  way  to  recognize  and 
honor  his  role  with  regard  to  the 
canal. 

The  other  body  recently  approved 
this  measure.  Therefore,  I  urge  all  of 
my  colleagues  to  support  S.  1766. 

Mrs.  BYRON.  Mr.  Speaker,  I  want  to  take 
thrs  opportunity  to  extend  my  thanks  to  my 
subcommittee  chairman.  Congressman 
Vento,  for  supporting  this  legislation  which 


Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  Thai  (a) 
the  Cumberland  terminus  of  the  Chesa- 
peake and  Ohio  Canal  National  Historical 
Park  is  hereby  dedicated  to  J.  Glenn  Beall. 
Sr.  in  grateful  recognition  of  his  outstand- 
ing efforts  to  preserve  and  protect  the  canal 
and  towpath  from  development. 

(b)  In  order  to  carry  out  the  provisions  of 
this  Act,  the  Secretary  of  the  Interior  is  au- 
thorized and  directed  to  provide  such  identi- 
fication by  signs,  including  changes  in  exist- 
ing signs,  materials,  maps,  markets,  or  other 
means  as  will  appropriately  inform  the 
public  of  the  contributions  of  J.  Glenn 
Beall.  Sr. 

(c)  The  Secretary  of  the  Interior  is  fur- 
ther authorized  and  directed  to  cause  to  be 
erected  and  maintained,  within  the  exterior 
boundaries  of  the  Cumberland  terminus  of 
the  Chesapeake  and  Ohio  Canal  National 
Historical  Park,  an  appropriate  memorial  to 
J.  Glenn  Beall.  Sr.  Such  memorial  shall  be 
of  such  design  and  be  located  at  such  place 
as  the  Secretary  shall  determine. 

(d)  There  are  authorized  to  be  appropri- 
ated up  to  $25,000  to  carry  out  the  purposes 
of  this  Act. 


A  recent  article  by  Jan  Vanous,  re- 
search director  for  an  economic  con- 
sulting firm— PlanEcon,  Inc.— docu- 
ments the  Soviet  crisis  in  some  detail. 
The  immediate  cause  of  the  crisis  is  a 
decline  of  the  value  of  Soviet  exports, 
especially  oil.  However,  this  comes  in 
an  economy  already  strained  by  years 
of  excessive  military  spending  so  the 
effects  of  the  decline  are  very  serious 
for  the  Soviet  Union,  and  help  explain 
the  increasing  emphasis  of  the  Soviet 
Government  in  reaching  major  arms 
control  agreements  with  the  United 
States.  The  Vanous  article  summarizes 
the  situation  this  way: 

The  downward  slide  of  exports  and  im- 
ports threatens  Mikhail  Gorbachev's  ambi- 
tious modernization  program.  Just  to  main- 
tain the  quality  of  imports  at  last  year's 
level,  the  Soviets  probably  will  have  to 
borrow  $25  billion  over  the  next  five  years, 
nearly  doubling  their  gross  hard-currency 
debt.  But  even  this  heavy  borrowing,  the 
Soviets  won't  be  able  to  afford  increased  im- 
ports of  Western  machinery  to  modernize 
their  economy.  To  save  the  modernization 
program.  Gorbachev  will  have  to  change  the 
division  of  the  Soviet  economic  pie  by  cut- 
ting the  growth  of  arms  production  in  order 
to  free  capacity  for  production  of  civilian 
machinery. 

Gorbachev's  realization  that  he  will  soon 
have  to  choose  between  tractors  and  tanks 
has  forced  him  to  show  much  greater  flexi- 
bility in  arms  negotiations  than  in  the  past. 
If  the  Reagan  administration  does  not  over- 
play its  hand  and  succumb  to  the  tempta- 
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tion to  play  it  tough  with  the  Soviets— based 
on  an  assessment  that  Gorbachev  is  "over  a 
barrel"— it  can  probably  secure  major  con- 
cessions in  arms  bargaining  with  the  Sovi- 
ets. 

Since  we  in  the  United  States  face  a 
similar  economic  crisis  resulting  in 
large  measure  from  our  own  expendi- 
tures on  the  arms  race,  real  progress 
on  arms  control  ought  to  be  the  high- 
est priority  on  the  agenda  of  our  own 
Government  as  well  as  the  Govern- 
ment of  the  Soviet  Union. 

The  full  text  of  the  Vsuious  article, 
as  it  appeared  in  the  Washington  Post 
for  August  17,  1986,  follows  these  re- 
marks: 

The  Soviet  Trade  Crisis:  Choose  Tractors 

OR  Tanks 

(By  Jan  Vanous) 

The  Soviet  Union  is  facing  a  severe  trade 
crisis,  one  that  could  force  major  changes  in 
Moscow's  foreign  and  domestic  policies. 

The  crisis  stems  from  the  collapse  of  the 
price  of  oil  in  the  world  market,  which  has 
meant  an  unprecedented  shortfall  in  hard 
currency  export  earnings  for  the  Soviets 
and  a  prospective  decline  in  ruble  earnings 
from  exports  to  Eastern  Europe.  The  fall  in 
export  earnings,  in  turn,  is  forcing  Moscow 
to  reduce  its  imports  of  Western  machinery 
and  equipment  and  to  limit  imports  of  these 
goods  from  Eastern  Europe  over  the  next 
five  years.  This  means  that  the  Soviets  will 
have  to  depend  increasingly  on  their  own 
domestic  machinery  production  in  an  effort 
to  replace  the  country's  aging  capital  stock. 

The  downward  slide  of  exports  and  im- 
ports threatens  Mikhail  Gorbachev's  ambi- 
tious modernization  program.  Just  to  main- 
tain the  quantity  of  imports  at  last  year's 
level,  the  Soviets  probably  will  have  to 
borrow  $25  billion  over  the  next  five  years, 
nearly  doubling  their  gross  hard-currency 
debt.  But  even  with  this  heavy  borrowing, 
the  Soviets  won't  be  able  to  afford  increased 
imports  of  Western  machinery  to  modernize 
their  economy.  To  save  the  modernization 
program,  Gorbachev  will  have  to  change  the 
division  of  the  Soviet  economic  pie  by  cut- 
ting the  growth  of  arms  production  in  order 
to  free  capacity  for  production  of  civilian 
machinery. 

Gorbachev's  realization  that  he  will  soon 
have  to  choose  between  tractors  and  tanks 
has  forced  him  to  show  much  greater  flexi- 
bility in  arms  negotiations  than  in.  the  past. 
If  the  Reagan  administration  does  not  over- 
play its  hand  and  succumb  to  the  tempta- 
tion to  play  it  tough  with  the  Soviets— based 
on  an  assessment  that  Gorbachev  is  "over  a 
barrel  "—it  can  probably  secure  major  con- 
cessions in  arms  bargaining  with  the  Sovi- 
ets. 

Gorbachev's  economic  strategy  has  four 
fundamental  objectives,  at  least  three  of 
which  are  now  threatened  by  the  Soviet 
trade  crisis.  The  goals  include: 

Accelerating  Soviet  economic  growth.  The 
plan  for  1986-90  calls  for  a  growth  of  net 
material  product  (roughly  corresponding  to 
Western  GNP)  of  4.1  percent  per  year,  com- 
pared to  an  average  rate  of  growth  of  3.2 
percent  during  1981-85.  These  plans  were 
based  in  part  on  export  and  import  targets 
that  now  appear  impossible  to  achieve. 

Improving  labor  productivity.  To  get 
higher  labor  productivity,  Soviet  leaders 
agree  they  need  better  management,  a  more 
enthusiastic  and  better  disciplined  labor 
force,  and  above  all,  new  investment  in 
plant  and  equipment.  Gross  investment  in 


fixed  capital  is  slated  to  rise  10  percent  this 
year,  remain  at  the  same  level  in  1987,  and 
then  increase  by  about  2  percent  per  year 
during  1988-90.  It  was  originally  hoped  that 
sharply  increased  Imports  of  capital  goods 
from  Eastern  Europe  and  the  West  would  be 
key  ingredients  of  the  modernization  pro- 
gram. But  the  collapse  of  Soviet  hard-cur- 
rency extKtrt  earnings  and  looming  difficul- 
ties In  trade  with  Eastern  Europe  over  the 
next  few  years  are  pushing  the  Soviets  to 
rely  mostly  on  domestic  resources. 

Improving  the  quality  of  production.  Most 
Soviet  products  are  outdated  In  design, 
break  down  more  often  than  they  should, 
and  waste  valuable  Inputs  In  their  manufac- 
ture such  as  metals  and  energy.  Quality  con- 
trol and  efficient  production  will  be  given 
much  greater  attention  than  In  the  past. 
The  Soviets  would  find  It  easier  to  raise  pro- 
duction standards  to  Western  levels  if  they 
could  purchase  new  capital  equipment  from 
the  West. 

Assuring  an  adequate  Soviet  defense  capa- 
bility. This  is  a  requirement  for  any  Soviet 
leader  who  wants  to  stay  In  power,  and  Gor- 
bachev won't  sacrifice  it  simply  to  improve 
the  performance  of  the  civilian  economy. 
However,  the  Soviets  appear  inclined  to 
offer  what  in  their  terms  are  unprecedented 
concessions  In  arms  negotiations  in  order  to 
cut  their  defense  burden  and  avoid  having 
to  mount  a  full-scale  counterpart  to  the 
strategic  defense  initiative. 

As  a  major  oil  exporter,  the  Soviets  have 
been  stunrred  by  the  sudden  decllhe  In  oil 
prices.  Oil  and  gas  account  for  60  percent  of 
their  exports  to  the  non-communist  world. 
As  of  mld-1986.  they  are  receiving  $10  to  $12 
per  barrel  for  their  oil.  down  60  percent 
from  an  average  of  $27.50  p>er  barrel  in  the 
fourth  quarter  of  1985.  Since  natural  gas 
prices  are  also  falling  rapidly,  the  Soviets 
face  an  unprecedented  deterioration  in  their 
terms  of  trade. 

The  Soviet  trade  crisis  is  compounded  by 
the  sharp  drop  in  the  value  of  the  dollar. 
That's  because  most  Soviet  exports  are 
priced  in  dollars,  while  the  prices  of  most 
Soviet  imports  are  based  on  West  European 
currencies  that  have  risen  sharply  against 
the  dollar  in  recent  months.  As  of  July  1986. 
for  example,  it  took  almost  five  times  more 
Soviet  oil  to  purchase  a  given  piece  of  West 
German  machinery  than  it  did  in  early 
1985.  although  the  dollar  price  of  Soviet  oil 
has  fallen  by  only  60  percent. 

Moscow's  trade  crunch  could  get  worse. 
That's  because  the  Soviet  Union's  economic 
fallbacks— arms  sales,  exports  of  gold,  dia- 
monds and  platinum,  and  hopes  for  belter 
harvests  and  a  reduction  in  food  imports- 
are  also  in  trouble. 

The  decline  in  Soviet  arms  sales  is  largely 
a  side  effect  of  the  fall  in  oil  prices.  This 
has  squeezed  the  finances  of  OPEC  nations, 
including  major  buyers  of  Soviet  arms  such 
as  Iraq.  Libya.  Syria,  and  Algeria.  With 
arms  accounting  for  about  20  percent  of 
Soviet  exports  to  the  non-communist  world, 
the  sluggish  arms  market  in  the  Middle 
East  will  further  aggravate  Soviet  hard-cur- 
rency problems. 

Soviet  arms  sales  to  the  Third  World  fell 
25  percent  last  year,  after  three  straight 
years  of  record  sales.  With  few  exceptions, 
the  Soviets  must  now  finance  close  to  100 
percent  of  such  sales  over  10  to  15  years  at 
concessionary  terms.  With  arms  sales  yield- 
ing relatively  little  immediate  cash  flow, 
they  must  look  less  attractive  to  the  Soviets. 

Gold,  platinum  and  diamonds  won't  help 
much  either  In  solving  the  trade  crisis.  The 
Soviets  are  the  world's  second-largest  sup- 


plier of  these  precious  commodities,  and 
they  can't  boost  their  own  sales  without  fur- 
ther weakening  the  market.  South  Africa's 
growing  political  and  economic  problems 
have  forced  that  regime  to  sell  as  much 
goal,  platinum  and  diamonds  as  the  world 
market  can  absorb.  Heavy  and  steady  South 
African  gold  sales  are  keeping  the  price  of 
gold  relatively  low.  In  spite  of  the  collapse 
of  the  dollar  and  falling  Interest  rates, 
which  normally  should  Increase  Incentives 
to  hold  gold.  (To  be  sure,  If  the  Pretoria 
regime  should  fall  and  a  prolonged  period  of 
political  and  economic  instability  take  hold 
In  South  Africa,  the  Soviets  would  benefit 
significantly  from  panic  buying  of  gold,  dia- 
monds, platinum,  chromium  and  other  re- 
lated commodities  by  Western  speculators.) 

The  Soviets  had  hoped  that  a  good  har- 
vest this  year  would  ease  the  trade  crunch 
by  permitting  a  reduction  in  grain  and  food 
Imports.  Less  hard  currency  spent  on  agri- 
cultural Imports  (which  accounted  for  27 
percent  of  Soviet  non-communist  imports 
last  year)  means  more  money  available  for 
imports  of  Western  capital  goods.  But 
nature  hasn't  been  kind  to  Gorbacihev  this 
year.  The  drought  affecting  key  grain-grow- 
ing areas  of  the  Soviet  Union  will  probably 
depress  the  Soviet  crop  to  somewhere  be- 
tween 165  and  175  million  metric  tons  (the 
latest  USDA  estimate  puts  it  at  175  mmt). 
This  would  be  far  less  than  the  estimated 
1985  harvest  of  190  mmt  and  1986  output 
target  of  150  mmt  and  would  pressure  the 
Soviets  to  increase  grain  imports  corre- 
spondingly. 

The  obvious  way  out  for  the  Soviets  is  in- 
creased borrowing  from  the  West.  I  estimate 
that  Soviet  hard-currency  exports  this  year 
will  be  more  than  $10  billion  below  the  peak 
of  $36.2  billion  reached  in  1983.  without 
taking  into  account  the  impact  of  dollar  de- 
preciation and  inflation.  There  will  be  some 
recovery  over  the  next  several  years,  but  a 
large  financing  burden  will  remain. 

My  conclusion  is  that  the  Soviets  will 
either  have  to  borrow  about  $25  billion  from 
the  West  over  the  next  five  years  just  to 
maintain  'reasonable"  levels  of  hard-cur- 
rency imports  or  accept  extreme  cutbacks  In 
imports,  with  a  consequent  adverse  impact 
on  Soviet  economic  performance.  Soviet 
gross  hard-currency  debt  to  the  West  may 
nearly  double  by  1990.  rising  to  about  $53  i 
billion,  compared  to  an  estimated  $28.6  bil- 
lion at  the  end  of  1985.  (The  corresponding 
increase  in  net  Soviet  hard-currency  debt 
during  the  same  period  should  be  somewhat 
smaller— about  $19  billion.) 

Even  by  borrowing  the  $25  billion,  the  So- 
viets won't  be  able  to  do  much  more  than 
tread  water,  holding  import  spending,  at 
best,  at  last  year's  level  In  real  terms.  Hopes 
for  increased  imports  of  machinery  and 
equipment  from  the  West  to  help  in  the 
Soviet  modernization  effort  are  probably 
doomed.  To  finance  these  more  ambitious 
efforts,  the  Soviets  would  have  to  borrow- 
far  more— say  $50  billion  over  the  next  five 
years— which  they  would  regard  as  impru- 
dent. 

The  Soviets  should  be  able  to  borrow  the 
$25  billion  from  the  West  without  great  dif- 
ficulty. We  expect  them  to  remain  a  borrow- 
er favored  by  major  Western  banks  over  the 
next  five  years,  reflecting  the  huge  Soviet 
endowment  of  natural  resources,  the  rise  to 
power  of  a  more  competent  economic  man- 
agement group,  and  strong  foreign  ex- 
change reserve  position.  Moreover.  Western 
commercial  banks  generally  believe  that  the 
Soviet  Union  is  under-represented  in  their 
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portfolios  and  are  quite  eager  to  take  more 
Soviet  paper. 

Heavy  Soviet  borrowing  needs  will  also 
stimulate  a  search  for  alternative  means  of 
securing  capital  inflows  into  the  Soviet 
Union.  We  e.xpect  the  Soviets  to  turn  to 
Western  investment  banks  to  help  them 
float  bond  issues.  A  test  issue  could  be  float- 
ed on  the  London  market  perhaps  in  the 
latter  part  of  this  year.  We  also  regard 
recent  hints  of  possible  Soviet  application  to 
the  IMF  and  World  Bank  as  another  compo- 
nent of  that  strategy. 

Moscow  probably  doesn't  have  an  Eastern 
European  solution  to  its  import  shortfall. 
Even  if  the  Soviets  run  modest  trade  deficits 
with  most  East  European  countries  over  the 
next  five  years,  they  cannot  hope  to  com- 
pensate for  the  loss  of  machinery  imports 
from  the  West  by  increasmg  the  quantity  of 
machmery  imports  from  Eastern  Europe.  In 
fact,  the  fall  in  ruble  energy  export  revenue 
from  Eastern  Europe  means  that  they  will 
at  best  be  able  to  maintain  the  level  of  im- 
ports of  East  European  machinery  at  their 
1985  level  over  the  next  five  years. 

With  the  modernization  options  based  on 
increased  imports  of  Western  and  East  Eu- 
ropean machinery,  now  closed.  Gorbachev  is 
down  to  his  last  choice.  He  must  cut  domes- 
tic production  of  defense  machinery  in  favor 
of  investment  from  the  civilian  sector  of 
Eastern  Europe. 

To  understand  the  modernization  squeeze, 
it  helps  to  look  at  the  demand  for  capital 
goods.  Although  the  Soviet  Union  is  prob- 
ably the  largest  machinery  producer  in  the 
world,  it  is  unable  to  satisfy  its  own  demand 
for  investment  machinery. 

The  main  reason  for  this  is  the  huge  scale 
of  Soviet  defense  machinery  output.  A 
recent  study  by  PlanEcon,  Inc.,  estimated 
that  the  share  of  Soviet  final  machinery 
output  allocated  to  defense  increased  from 
18  percent  in  1960  to  a  staggering  44  percent 
in  1985.  During  the  same  period,  the  share 
of  final  machinery  output  allocated  for  civil- 
ian investment  declined  from  58  percent  to 
39  percent  and  the  share  of  consumer  dura- 
bles (passenger  cars,  refigerators,  etc.)  de- 
clined from  24  percent  to  17  percent. 

Gorbachev  can  salvage  his  modernization 
program  only  if  he  does  two  things.  First,  he 
must  increase  domestic  machinery  output 
by  close  to  his  five-year  plan  target  of  7.5 
percent  growth  per  year.  Second,  he  must 
slash  the  growth  rate  of  defense  machinery 
production  to  4  percent  per  year  for  1986- 
90,  compared  to  an  average  of  8.5  percent 
during  the  past  decade.  This  way.  average 
annual  growth  of  domestic  investment  ma- 
chinery output  could  be  pushed  to  about  9.5 
percent  per  year  during  1986-90,  making  it 
possible  to  supply  enough  investment  ma- 
chinery for  the  modernization  program 
from  domestic  sources. 

Whether  Gorbachev  can  sell  such  a  policy 
to  the  Soviet  defense  establishment  is  an 
open  question.  But  sophisticated  military 
men  in  the  Soviet  Union  should  understand 
economic  realities,  and  they  may  be  willing 
to  accept  fewer  resources  for  a  few  years  in 
order  to  help  to  strengthen  the  economy. 

The  arms-control  implications  of  the 
Soviet  trade  crisis  are  clear.  The  Soviets,  as 
their  leaders  have  repeatedly  stated,  want 
an  arms-control  agreement  that  can  hold 
the  level  of  military  spending  low  enough  to 
allow  for  modernization  of  the  civilian  econ- 
omy. This  is  presumably  one  factor  behind 
increased  Soviet  flexibility  in  arms  negotia- 
tions in  recent  months.  An  arms-control 
agreement  that  allows  both  sides  to  cut  de- 
fense spending  would  benefit  both.  The  So- 


viets could  salvage  their  much  needed  mod- 
ernization program  and  the  United  States 
could  at  last  get  its  budget  deficit  under 
control. 


□  1850 

MY  CONCERNS  ABOUT  THE  TAX 
BILL 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Under  a  previous 
order  of  the  House,  the  gentleman 
from  Georgia  [Mr.  Ray]  is  recof^nized 
for  5  minutes. 

Mr.  RAY.  Mr.  Speaker.  I  rise  tonight 
to  share  with  my  colleagues  my  con- 
cerns about  the  tax  bill  and  the  con- 
cerns expressed  to  me  by  many  of  our 
constituents. 

I  am  told  that  the  tax  bill  is  a 
reform  movement  on  a  locomotive 
which  cannot  be  stopped.  That  may  be 
true,  but  for  the  record.  I  believe  I 
need  to  point  out  some  problems 
which  are  already  evident  to  the 
people  of  the  Third  District  of  Geor- 
gia, and  from  others  who  I  have 
spoken  with. 

The  news  media  and  special  interest 
groups  have  pulled  out  certain  facts 
from  the  summary  of  the  tax  bill  and 
as  a  result,  the  people  are  quite  aware 
of  what  is  going  on  with  tax  reform. 
And  of  the  thousands  of  people  who 
have  written  in  to  me  about  this  bill, 
over  70  percent  opposed  actions  taken 
to  change  the  Tax  Code.  That  is  above 
the  national  average  of  50  percent  op- 
position according  to  a  recent  ABC 
News  poll. 

Now.  I  am  not  saying  that  "if  it's  not 
broke,  that  we  should  not  fix  it." 
There  is  a  growing  feeling  across  this 
country  that  the  Tax  Code  is  not  fair. 
Recently,  I  received  a  letter  from  a 
young  man  from  Perry.  GA,  Robert 
Stanley.  He  wrote  me  a  straightfor- 
ward letter.  "My  question,  he  wrote,  is 
about  taxes.  I  heard  on  the  news  and 
on  the  radio  that  the  blue-collar  work- 
ers pay  morp  taxes  than  a  rich  person. 
Iwouldliki  1  o  know  why  workers  have 
to  pay  taxes  while  the  rich  don't  and 
why  taxes  can't  be  10  percent  for  ev- 
eryone. "  Robert.  I.  too.  see  inequities 
in  the  Tax  Code  that  need  to  be  fixed. 
It  remains  to  be  seen  if  this  bill  is 
indeed  reform  and  if  simplicity  has 
been  written  into  it. 

I  praise  the  committees  for  attempt- 
ing such  a  comprehensive  project,  and 
I  do  not  intend  for  my  remarks  to  re- 
flect badly  on  their  efforts.  I  compli- 
ment them  on  several  provisions 
which  I  see  as  a  sign  of  their  sincere 
intent  toward  true  reform.  Among 
those  efforts  are: 

Retaining  the  child  care  credit;  in- 
creasing the  standard  deductions  and 
personal  exemptions;  weeding  out 
loopholes  for  those  who  should  pay; 
creating  a  livable  alternative  minimum 
tax  for  corporations;  keeping  the 
mortgage  deduction  on  up  to  two 
homes;  including  some  incentive  for 


saving:  lowering  vesting  standards  for 
pensions:  and  continuing  the  employ- 
er-provided educational  assistance 
through  1987,  raising  the  amount  ex- 
cludable to  $5,250  and  there  are 
others. 

However,  let  me  lisi  for  you  some  of 
the  problems  that  I  see  coming  if  we 
pass  this  bill.  Among  these  problems 
are: 

Discouraging  investments  and  cap- 
ital improvements  by  'neavy  manufac- 
turing and  industry;  maintaining  some 
inequities  for  the  truly  rich.  For  exam- 
ple, couples  earning  -$145,000  will  pay 
an  effective  rate  of  33  percent  because 
of  that  hidden  surcharge  whereas  cou- 
ples earning  $200,000  will  pay  only  28 
percent;  disallowing  the  increased 
spousal  contribution  to  IRA's;  losing 
the  benefits  of  a  broad-based  charita- 
ble deduction  for  many  tax-exempt  or- 
ganizations; chaning  the  rules  for 
many  workers  without  the  means  to 
plan  their  retirement  finances  the  way 
they  want;  and  changing  the  account- 
ing and  reporting  rules  for  many  com- 
panies. 

But.  it  seems  to  me  that  the  guide- 
post  of  this  entire  tax  proposal  has 
been  to  keep  it  revenue  neutral— not 
the  ultimate  fairness  of  the  reform. 

1  am  in  no  way  advocating  an  in- 
crease in  taxes.  My  pledge  to  my  con- 
stituents is  not  to  vote  for  a  tax  in- 
crease until  I  am  convinced  that  a  ma- 
jority of  Americans  are  willing  to  pay 
to  maintain  the  current  level  of  gov- 
ernment services  rather  than  to  do 
without  them  through  Gramm- 
Rudman  cuts. 

The  questions  are:  Has  fairness  been 
kept  in  this  bill?  Are  there  incentives 
to  plan  ahead  for  retirement?  For 
health  care  costs?  Is  there  simplifica- 
tion? Are  there  incentives  for  busi- 
ness? What  will  the  loss  of  the  invest- 
ment tax  credit  do  to  business  expan- 
sion? 

Lets  look  at  this  bill.  It  weighs  over 
4  pounds.  It  is  close  to  1,000  pages 
long.  It  merely  amends  a  code  that  is 
several  volumes  long  when  you  count 
all  the  regulations.  It  still  takes  a  CPA 
if  not  a  lawyer,  to  give  good  tax  advice. 
I  am  told  that  this  legislation  is  being 
called  the  unemployed  lawyers'  relief 
act,  and  I  am  presently  checking  to  see 
if  H.R.  Blocks'  stock  is  up  or  down.  I 
suspect  it  is  up. 

Some  argue  that  reducing  the 
number  of  brackets  is  simplification, 
and  I  agree  that  reducing  the  number 
of  brackets  from  14  to  3  in  1988  is  en- 
couraging. But,  to  me,  simplification 
would  be  achieved  when  a  person  with 
an  eighth  grade  education  could  made 
heads-or-tails  of  the  form  1040.  To  me, 
simplification  would  be  achieved  when 
the  average  person  could,  without 
complicated  formulas  and  hours  with 
a  calculator,  simply  compute  his  or 
her  tax  return  within  a  short  time. 
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My  constituents  complain  about  the 
retirement  changes.  Teachers  and  in- 
surance armuity  holders  hoped  for 
their  tax-shelter  annuities  to  remain 
the  same.  Factory  workers  relied  on 
their  401(k)  and  403(b)  plans  to  con- 
tinue with  no  changes.  Federal  em- 
ployees counted  on  the  current  law 
which  states  that  they  would  have  a  3- 
year  basis  recovery  on  their  employee 
contribution  to  their  pension.  All 
these  people  are  having  the  game 
changed  on  them,  but  I  must  admit 
that  civil  .servants  are  really  bearing 
the  brunt  here.  Not  only  is  the 
method  in  which  they  receive  their  re- 
tirement threatened,  but  they  have  no 
way  to  recapture  what  they  were 
promised  if  they  are  eligible  to  retire 
now.  The  conference  committee  in- 
cluded a  retroactive  date,  July  1,  1986. 
For  example,  a  30-year  Federal  em- 
ployee will  begin  his  retirement  by 
having  a  heavy  tax  levied  from  his 
first  retirement  check  which  is  con- 
trary to  the  Goverrmienfs  promise 
when  he  or  she  started. 

There  is  concern  that  individualism 
may  have  been  forgotten  in  the  draft- 
ing of  this  bill.  The  tax-deferred  indi- 
vidual retirement  account  is  an  effort 
by  the  Government  to  acknowledge 
that  some  people— through  their  indi- 
vidual choice— may  want  to  contribute 
more  toward  their  retirement  years. 
The  IRA  is  the  mechanism  by  which 
the  Government  has  encouraged 
people  to  make  that  choice.  For  a 
while,  that  whole  concept  was  thrown 
out.  In  the  conference  agreement, 
there  is  a  complicated  tangle  of  rules 
surrounding  exactly  who  may  contrib- 
ute to  a  completely  tax-deferred  IRA. 
It  goes  something  like  this.  If  you  are 
not  a  part  of  an  employer-provided 
pension  plan,  you  may  contribute  the 
entire  $2,000  and  have  the  tax  de- 
ferred on  this  money  until  you  with- 
draw it  upon  retirement.  If  you  are  a 
part  of  a  pension  plan  at  work  and  if 
you  made  under  $40,000  on  a  joint 
return,  you  may  still  contribute  the 
full  amount.  However,  if  you  are 
single,  the  salary  cap  for  full  deduct- 
ibility is  $25,000! 

Many  of  my  constituents  are  upset 
about  the  complicated  new  rules  per- 
taining to  charitable  deducations.  The 
conference  agreement  allows  those 
who  itemize  their  deductions  to  take  a 
100  percent  charitable  deduction  for 
money  given  to  their  church,  a  hospi- 
tal, a  school,  or  other  charitable  foun- 
dation. But  then  those  of  us  who  do 
not  itemize  cannot  get  that  same  de- 
duction as  we  have  in  the  past.  This  is 
compounded  by  the  fact  that  this  bill 
is  supposed  to  make  paying  taxes  sim- 
pler by  encourging  people  not  to  item- 
ize. 

Another  concern  that  the  business- 
men and  businesswomen  of  my  district 
have  is  whether  their  businesses  will 
survive.  During  the  tax  reform  debate, 
we  came  a  long  way  toward  making 


those  corporations  that  currently  pay 
less  taxes  than  you  or  I  liable  for  their 
fair  share  of  the  tax  burden  of  this 
country.  But  I  cannot  help  but  worry 
about  the  small  business  which  cannot 
take  the  loss  of  both  the  investment 
tax  credit  and  the  capital  gains  treat- 
ment. In  Georgia,  80  percent  of  timber 
owners  are  small  landowners  and  not 
big  corporations.  Many  are  wondering 
if  they  are  going  to  be  able  to  make 
ends  meet.  And,  I  must  say.  the  tax 
bill  does  not  give  them  much  encour- 
agement. Real  estate  interests  are 
having  the  rules  changed  on  them  in 
the  middle  of  the  game.  There  are 
manufacturing  companies  which  wers 
caught  by  yet  another  retroactive 
date— the  loss  of  the  investment  tax 
credit  back  to  January  1,  1986— even 
after  they  had  made  decisions  to  pur- 
chase and  are  now  stuck  with  that  de- 
cision. 

The  conference  agreement  would  in- 
crease the  overall  corporate  income 
tax  burden  by  over  $120  billion  over  5 
years.  This  revenue  would  be  used  to 
lower  the  taxes  for  many  other 
groups.  Many  retail  businesses  and 
small  computer  growth  firms  would 
benefit  from  the  lower  corporate  rates 
which  are  being  cut  from  46  percent 
on  taxable  income  over  $100,000  to  34 
percent  over  $75,000  in  1988.  The  mini- 
mum tax  provision  contained  in  the 
conference  agreement  is  a  step  ahead 
of  the  original  House-passed  provision. 
The  minimum  tax  percentage  is  20 
percent  as  opposed  to  25  percent  in 
the  House  bill.  I  believe  that  the  lower 
percentage  and  the  surrounding  provi- 
sions will  encourage  many  more  large 
corporations  to  play  fair  and  pay  their 
share.  But  I  do  worry  that  many  com- 
panies could  be  surprised  by  the  ad- 
verse effects  of  this  provision  resulting 
from  a  one-time  accounting  change  or 
other  adjustment  for  book  purposes 
that  has  nothing  to  do  with  unreport- 
ed economic  income. 

All  the  rules  for  applying  these  pro- 
visions have  not  yet  been  formulated. 
I  am  concerned  that  these  provisions 
apply  principally  to  large  corporations 
and  do  not  take  the  "fisherman's  net" 
approach— ranking  in  small  farmers 
who  are  already  suffering  the  worst 
drought  in  many,  many  decades  and 
homeowners  who  must  itemize  in 
order  to  take  all  possible  deductions. 
Farmers,  for  instance,  would  be  drasti- 
cally affected  by  the  loss  of  the 
income  averaging  deduction  since 
their  income  fluctuates  so  dramatical- 
ly from  year  to  year. 

Let  me  quote  from  the  September 
15,  1986  Industry  Week  article  which 
was  recently  forwarded  to  me  by  my 
constituent,  Dick  Sargent  of  Thomas- 
ton,  GA,  who  is  an  executive  with 
Thomaston  Mills.  The  magazine  arti- 
cle takes  two  exceptionally  hard  hits 
at  the  tax  bill  by  saying  that  the  tax 
legislation  will  drastically  deflate  the 
economy  and  that  it  will  slow  the 


economy.  "The  initial  economic  effect 

•  *  *  will  be  extremely  deflationary. 
Removing  tax  subsidies  on  formerly 
advantaged  investments  •  •  •  will 
expose  the  excess  valuations  placed  on 
these  assets  •  •  *  this  will  worsen  the 
deflation  problem  we  are  already  expe- 
riencing by  flooding  the  market  with 
unwanted  assets."  The  article  contin- 
ues with  more  astounding  facts:  "Pas- 
sage of  the  tax  reform  bill,  as  it  now 
stands,  is  in  fact  a  disguised  tax  in- 
crease for  the  first  6  months  of  1987. 
This  will  have  a  dampening  effect  on 
the  already  sluggish  economy  •  •  • 
higher  business  taxes  will  pinch  cash 
flow  and  depress  investment  activity 

*  •  *  on  the  consumer  side,  although 
individual  taxes  will  be  reduced  an  av- 
erage of  $50  per  family  next  year,  that 
will  not  be  enough  to  trigger  any  kind 
of  consumer-spending  boom  *  •  •  the 
disappearance  of  the  investment  tax 
credit  •  •  *  could  prove  to  be  the 
Achilles'  heel  of  the  bill,  undermining 
the  favorable  effects  of  reduced  rates' 
in  1988  and  beyond." 

The  sock-it-to-business  approach  in 
this  bill  seems  to  ignore  the  fact  that 
if  business  doesn't  do  well  and  it  is  not 
profitable,  its  workers  will  not  do  well 
either.  Then,  America  will  not  do  well. 
To  put  it  bluntly,  all  the  lower  individ- 
ual tax  rates  in  the  world  will  not 
create  any  benefits  if  these  people  are 
not  earning  salaries  from  our  Nation's 
businesses. 

I  thank  you  for  your  patience  while 
I  expressed  for  you  just  a  few  of  my 
constituent's  concerns.  I  believe  it  is 
important  that  their  views  are  read 
into  the  Record  of  this  tax  reform 
debate.  I  would  like  to  add,  also  for 
the  record,  comments  made  by  Sena- 
tor P*ETE  DoMLNici  as  reported  by 
Helen  Dewar  of  the  Washington  Post. 
According  to  her  article,  which  ap- 
peared in  the  September  12  edition  of 
that  newspaper,  my  colleague  from 
the  other  body  does  not  believe  that 
we  can  make  the  fiscal  year  1988 
Gramm-Rudman-Holling  target  if  we 
pass  the  tax  bill  as  it  is  now  written. 

Let  me  quote  from  the  article: 
■'Moreover  Domenici  said,  'I  think  we 
are  getting  very  close  to  abandoning 
the  notion  that  we  will  ever  get  to  a 
balanced  budget."  Domenici  said  the 
tax  revision  bill,  nearing  enactment, 
provides  an  estimated  initial  revenue 
windfall  of  $11  billion,  which  would 
help  Congress  meet  the  real  fiscal 
1987  deficit  target  of  $14  billion.  But 
he  said  substantial  revenue  shortfalls 
are  forecast  for  fiscal  1988  and  1989, 
making  it  harder  to  meet  deficit-reduc- 
tion targets  in  those  years. " 

It  seems  that  leading  budget  experts 
in  Washington  and  my  constituents  at 
home  sefem  to  agree.  The  Government 
cannot  push  the  economy  on  both 
ends  and  expect  it  to  survive  in  the 
short  term.  I  strongly  believe  that  our 
first  priority  should  be  to  balance  the 
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budget.  We  should  not  be  voting  this 
year  on  anything  that  threatens  the 
Gramm-Rudman-Hollings  process  of 
reducing  our  Federal  deficit  to  zero. 

We  owe  it  to  our  constituents— who 
in  record  numbers  are  contacting  their 
Representatives  to  say  that  the  deficit 
is  the  top  national  concern— to  be  true 
to  them  and  to  be  true  to  the  effort  to 
reduce  the  deficit. 

Therefore,  my  colleagues,  I  would 
encourage  that  we  all  carefully  review 
the  contents  of  the  tax  bill.  We  should 
make  every  effort  to  debate  our  own 
concerns,  and  the  questions  raised  by 
our  constituents  about  this  bill. 

While  it  is  true  that  we  will  not  be 
able  to  amend  the  bill.  We  can  do  our 
best  to  identify  Inequities,  which 
should  be  adjusted.  I  am  already  hear- 
ing from  the  chamber  of  commerce 
and  others  that  the  issue  of  taxes 
might  t)e  brought  back  to  the  floor  as 
early  as  next  year  for  another  legisla- 
tive adjustment. 

There  are  several  questions  we 
should  ask  ourselves.  Is  it  simple?  Is  it 
truly  positive  reform?  Is  it  better  than 
our  present  law?  Will  it  shock  the 
business  community  to  the  point  of 
rupturing  our  fragile  economy?  Is  it  as 
fair  to  the  unmarried  as  it  is  to  the 
married?  Will  the  poor  and  the  middle 
income  be  better  off  or  not? 

My  colleagues,  unless  we  can  agree 
that  these  questions  have  positive  an- 
swers. I  do  not  believe  that  this  bill 
will  best  serve  America. 


PERSONAL  EXPLANATION 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  Florida  [Mr.  Lehman]  is 
recognized  for  5  minutes. 

Mr.  LEHMAN  of  Florida.  Mr.  Speaker  be- 
cause of  longstanding  commitments  In  the 
17th  Congressional  District,  1  unfortunately 
was  absent  during  House  consideration  of  the 
Federal  Insecticide,  Fungicide,  and  Rodenti- 
cide  Act  amendments  on  September  19, 
1986. 

If  I  had  been  present,  I  would  have  voted  in 
favor  of  final  passage  of  H.R.  2482. 


THE  TAX  REFORM  BILL  IS 
UNFAIR  TO  STATES  DEPEND- 
ING ON  SALES  TAX  REVENUES 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  Washington  [Mr.  Lowry] 
is  recognized  for  5  minutes. 

Mr.  LOWRY  of  Washington.  Mr. 
Speaker,  I  rise  again  against  the  so- 
called  tax  reform  bill  to  come  before 
the  House  tomorrow.  I  think  it  is  a  se- 
rious mistake.  I  am  taking  just  these 
few  minutes  to  talk  about  an  extreme 
inequity  within  the  bill. 

When  the  tax  bill  left  the  House,  all 
State  and  local  taxes  were  100  percent 
deductible,  the  same  as  present  law. 
That  includes  the  deduction  of  the 
sales  tax.  In  the  other  body,  when 


that  body  acted  upon  their  tax  bill 
going  to  conference,  they  made  60  per- 
cent of  the  sales  tax  deductible.  So 
that  we  went  to  conference,  the  House 
position  was  100  percent  deductible, 
the  other  body  was  60  percent  deducti- 
ble. What  happened  was,  of  course, 
the  two  leaders  on  the  conference  got 
together  and  announced,  after  we  had 
left,  their  proposal  that  there  was  zero 
deductibility  for  sales  tax. 

Now,  they  were  totally  out  of  scope 
with  the  conference. 

Then  what  happended  was  on  the 
following  Tuesday  a  member  of  the 
Committee  on  Ways  and  Means  came 
over  and  got  unanimous  consent  to 
waive  points  of  order  on  the  tax  con- 
ference so  that  it  could  come  to  the 
floor  without  going  to  Rules.  So  those 
of  you  that  were  very  concerned  about 
that,  about  the  item  of  retroactivity 
upon  the  Federal  retirees  to  take  away 
their  option  of  retiring  before  the  first 
of  January  and  thereby  singularly 
hurting  them,  about  other  provisions 
in  the  bill  also,  we  did  not  have  a 
chance  to  go  the  the  Rules  Committee 
and  talk  about  the  inequities  that  we 
thought  were  in  the  bill. 

Now,  I  represent  the  State  of  Wash- 
ington. In  the  State  of  Washington  we 
have  a  constitutional  prohibition 
against  the  State  income  tax. 

In  the  last  10  years  we  have  had  two 
strong  efforts  by  which  to  remove  the 
constitutional  prohibition.  The  voters 
of  the  State  of  Washington  have 
turned  it  down  by  overwhelming  pro- 
portions. In  other  words,  we  are  not 
going  to  be  able  to  get  out  of  the  situa- 
tion we  are  in,  agree  or  not  agree  in 
the  State  of  Washington  as  is  true  of 
six  other  States  of  this  Nation,  I  be- 
lieve, about  being  very  dependent 
upon  the  sales  tax  for  funding  our 
services  in  the  State  of  Washington. 

Now,  in  our  State,  like  in  most 
States,  over  half  or  approximately 
over  half  of  the  revenues  of  the  costs 
that  are  paid  by  the  State  go  to  educa- 
tion, 60  percent  of  the  revenue  to  the 
State  of  Washington  comes  from  the 
sales  tax.  So  what  we  have  done  by 
this  unfair  situation  that  moved  us 
here  is  we  have  significantly  increased 
the  cost  of  education  in  the  State  of 
Washington  because  we  have  in- 
creased the  cost  of  the  sales  tax  be- 
cause we  have  taken  away  the  deduct- 
ibility of  the  sales  tax  by  this  maneu- 
ver that  was  used. 

Now,  on  this  floor  and  in  our  caucus- 
es before  the  bill  ever  left  the  House, 
everybody  had  a  position,  from  income 
tax  States,  saying  "we  have  got  to 
have  the  deductibility  of  those  local 
taxes."  Why?  Because  if  you  do  not 
have  the  deductibility  of  those  local 
taxes,  it  puts  the  pressures  on  those 
services,  primarily  education. 

That  is  exactly  what  this  bill  now 
does.  It  is  extremely  unfair  to  those  of 
us,  to  the  children  in  those  States  de- 
pendent upon  sales  taxes. 


Now,  why  did  this  happen?  Well,  the 
Senate  provision  that  was  dropped  out 
cost  $2  billion,  and  I  want  to  empha- 
size that,  it  cost  $2  billion  for  the  60- 
percent  deductibility  of  the  sales  tax. 
They  said  that  cannot  be  afforded. 

We  have  a  bill  before  us  that  has  $10 
billion  in  transition  rules,  $10  billion 
of  mostly  special  interest  handling  of 
special  things  for  people  that  was  af- 
fordable within  this  tax  bill  but  $2  bil- 
lion for  the  education  of  the  children 
in  the  States  that  cannot  get  out  of 
their  dependence  on  the  sales  tax, 
that  is  not  affordable  in  this  bill. 
There  was  $1  billion  in  transition  rules 
for  chicken  producers,  large  chicken 
producers,  $1  billion  in  transition  rules 
for  large  chicken  producers  but  we 
could  not  have  the  sales  tax  deduction 
for  the  education  of  the  children  in 
the  State  of  Washington  that  cost  $2 
billion. 

Now,  there  are  those  that  would  say 
this  is  a  chicken-plucking  result.  I 
myself  do  not  like  it.  If  you  are  going 
to  vote  for  this  bill,  if  you  are  going  to 
say  that  moving  a  stadium  someplace 
for  a  baseball  team  that  you  do  not 
even  know  where  it  is  going  to  be  but 
you  are  going  to  give  it  a  $250  million 
goodie,  if  you  can  take  care  of  all 
those  types  of  goodies  around  here  but 
say,  "This  is  against  the  education  of 
the  children  in  this  country  because  of 
the  immense  inequity  of  what  hap- 
pened in  this  conference,"  I  think  you 
are  wrong. 


ORDER  OF  BUSINESS 

Mrs.  ROUKEMA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  my  special 
order  precede  the  special  orders  here- 
tofore granted. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentlewoman  from  New  Jersey? 

There  was  no  objection. 


TRIBUTE  TO  JUSTICE 
DESIGNATE  ANTONIN  SCALIA 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tlewoman from  New  Jersey  [Mrs.  Rou- 
kema]  is  recognized  for  60  minutes. 

GENERAL  LEAVE 

Mrs.  ROUKEMA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  on  the 
subject  of  my  special  order. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentlewoman  from  New  Jersey? 

There  was  no  objection. 

Mrs.  ROUKEMA.  Mr.  Speaker,  I 
yield  to  the  gentleman  from  California 
[Mr.  Lagomarsino]. 

Mr.  LAGOMARSINO.  I  thank  the 
gentlewoman  for  yielding. 

Mr.  Speaker,  I  want  to  join  with  the 
gentlewoman's  special  order  welcom- 
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ing  Antonin  Scalia  to  the  Supreme 
Court  bench. 

Mr.  Speaker,  it  is  my  privilege  today 
to  pay  tribute  to  a  fellow  Italian,  An- 
tonin Scalia,  on  the  occasion  of  his 
confirmation  as  an  Associate  Justice  of 
the  U.S.  Supreme  Court.  His  new  posi- 
tion represents  two  "firsts":  He  will  be 
the  first  Justice  of  Italian  origin  and 
at  50,  be  the  youngest  member  to  join 
the  Court. 

Over  the  years.  Judge  Scalia  has  evi- 
denced his  philosophy  of  strict  separa- 
tion of  powers  and  judicial  restraint. 
He  is  a  hard  worker,  a  shrewd  intel- 
lect, and  a  systematic  advocate,  but 
maintains  an  insurmountable  humor 
and  a  warm  personality.  All  these 
qualities  will  enable  him  to  contribute 
to  a  cohesive  and  coherent  court. 

Judge  Scalia  is  a  unique  individual. 
He  is  a  man  dedicated  to  bettering  jus- 
tice. His  appointment  to  the  Supreme 
Court  will  surely  change  the  history  of 
government  for  the  better. 

I  ask  my  colleagues  to  join  me  in 
welcoming  Antonin  Scalia  to  the  U.S. 
Supreme  Court  as  an  Associate  Jus- 
tice. 

Mrs.  ROUKEMA.  Mr.  Speaker,  on 
June  17  of  this  year  President  Reagan 
made  history  by  naming  Judge  An- 
tonin Scalia  as  an  Associate  Justice  of 
the  U.S.  Supreme  Court. 

Judge  Scalia's  professional  qualities 
could  not  be  of  a  higher  order.  The  de- 
scriptions of  him  by  his  colleagues,  by 
journalists,  by  attorneys,  by  others  in 
government,  by  anyone  who  has  dealt 
with  him  professionally  are  all  vari- 
ations of  one  dominent  theme:  a  man 
of  uncommon  competence.  "An  in- 
tense intellectual.  Personally  charm- 
ing. A  consensus-builder.  A  writer  of 
extraordinary  clarity."  These  are  the 
words  used  to  describe  the  man  who 
will  be  our  newest  member  of  the  Na- 
tion's highest  Court. 

But  there  is  also  a  personal  quality 
which  also  ought  to  be  highlighted. 
Judge  Scalia  is  the  first  Italian-Ameri- 
can to  be  named  to  the  Supreme 
Court.  This  is  a  thrilling  achievement 
which  all  of  us  of  Italian  ancestry 
share  with  the  Justice-designate. 

Judge  Scalia,  or  "Nino"  as  his  family 
and  friends  call  him,  is  the  son  of  im- 
migrant parents.  He  was  born  on 
March  II,  1936,  in  Trenton,  NJ  and 
grew  up  in  Queens.  His  mother  was  a 
grade-school  teacher  and  his  father  a 
professor  of  Italian  literature  at 
Brooklyn  College.  It  is  not  surprising 
that,  coming  from  a  family  with  a 
deep  concern  for  learning,  he  had  a 
brilliant  academic  career  of  his  own. 
That  began  in  a  Jesuit  school  in  New 
York  and  continued  at  Georgetown 
University  and  Harvard  Law  School. 
He  graduated  first  in  his  class  from 
Georgetown  and  made  the  Law  Review 
at  Harvard. 

The  man  we  honor  today  entered 
private  practice  with  the  nationally 
known  firm  of  Jones,  Day  in  Cleve- 


land, where  he  stayed  for  6  years.  He 
then  joined  the  faculty  of  one  of  this 
country's  preeminent  law  schools:  The 
University  of  Virginia.  He  became  a 
prolific  and  influential  writer.  To  this 
day  he  is  known  for  his  ability  to  write 
clearly  and  persuasively  on  complicat- 
ed legal  points. 

Consumed  by  ideas  and  a  desire  for 
public  service,  Antonin  Scalia  joined 
the  Nixon  administration  and  later 
became  the  head  of  the  Office  of 
Legal  Counsel  in  the  Department  of 
Justice  during  the  Ford  administra- 
tion. 

He  then  spent  a  year  as  a  scholar  at 
the  American  Enterprise  Institute 
here  in  Washington  before  returning 
to  the  classroom  as  a  professor  at  the 
University  of  Chicago  Law  School. 
There  he  served  with  distinction,  often 
helping  to  give  intellectual  direction  to 
this  administration  in  its  formative 
months. 

With  that  impressive  record  in  such 
a  short  time,  no  one  was  surprised 
when  in  1982  President  Reagan  tapped 
Antonin  Scalia  for  a  position  on  the 
U.S.  Court  of  Appeals  for  the  District 
of  Columbia  Circuit.  As  an  article  in 
the  Los  Angeles  Times  recently  point- 
ed out: 

On  the  appellate  bench,  Scalia  continued 
to  make  his  mark  and  to  exercise  consider- 
able influence.  His  law  clerks  went  into  the 
administration  or  on  to  clerk  at  the  Su- 
preme Court.  He  remained  a  prolific  writer: 
almost  two  dozen  articles  and,  in  4  years  on 
the  appellate  court,  more  than  80  majority 
opinions  and  dozens  of  concurring  and  dis- 
senting opinions. 

The  President  could  have  done  no 
better  in  selecting  a  Supreme  Court 
nominee.  Even  those  at  the  opposite 
end  of  the  philosophical  spectrum 
have  little  but  praise  for  Nino  Scalia. 
Judge  Abnor  Mikva  a  liberal  colleague 
of  Scalia's  on  the  court  of  appeals  and 
one  who  was  one  of  the  most  liberal 
Members  of  this  body  for  several 
years,  has  said  that  the  appointment 
"is  going  to  be  good  for  the  institu- 
tion" of  the  Supreme  Court. 

All  Americans  can  be  proud  that  a 
man  of  such  distinction  is  to  become 
our  next  Associate  Justice  when  he  is 
sworn  in  this  Friday.  But  those  of  us 
who  are  Italian-Americans  will  feel  a 
special  pride.  We  who  are  Italian- 
Americans  will  thank  our  own  parents 
for  helping  to  instill  in  us  the  love  of 
family,  devotion  to  country  and  com- 
mitment to  education  which  Judge 
Scalia's  parents  instilled  in  him.  After 
he  is  sworn  in,  we  who  are  Italian- 
Americans  will  point  to  Supreme 
Court  Justice  Antonin  Scalia  and  say 
to  our  children,  "There  is  an  example. 
There  is  a  powerful  intellect  and  a 
man  dedicated  to  public  service.  There 
is  one  to  be  emulated."  And,  because 
at  age  50,  Judge  Scalia  will  be  the 
youngest  member  of  the  Court,  most 
of  us  will  probably  have  ample  oppor- 
tunity to  hold  him  up  to  our  grand- 
children, as  well. 


Ours  is  a  country  of  immigrants  and 
a  country  of  opportunity.  Our  highest 
Court  should  possess  the  intellectual 
prowess  which  Judge  Scalia  has  dem- 
onstrated and  the  Court  should  reflect 
this  country's  diverse  heritage.  Judge 
Scalia  will  serve  as  an  important 
symbol  of  that  rich  heritage.  This  is  a 
wonderful  moment  for  Judge  Scalia, 
his  wife  Maureen  and  their  nine  chil- 
dren, and  I  send  Judge  Scalia  my  very 
best  wishes  for  a  long,  successful,  and 
satisfying  tenure  on  the  bench. 

D  1905 

Mr.  GALLO.  Mr.  Speaker,  will  the 
gentlewoman  yield? 

Mrs.  ROUKEMA.  I  yield  to  the  gen- 
tleman from  New  Jersey. 

Mr.  GALLO.  Mr.  Speaker.  I  thank 
the  gentlewoman  for  yielding.  The 
confirmation  of  the  Honorable  An- 
tonin Scalia  as  an  Associate  Justice  on 
the  U.S.  Supreme  Court  is  a  milestone 
for  all  of  America. 

Our  tradition  of  a  free  and  inde- 
pendent judiciary  goes  back  to  the 
founding  of  the  Nation.  Next  year,  we 
celebrate  the  Bicentennial  of  the  U.S. 
Constitution,  which  is  the  foundation 
of  our  Government. 

In  spite  of  the  fact  that  we  are  one 
of  the  youngest  nations  on  Earth,  we 
are  the  oldest  continually  operating 
democracy  in  the  world.  This  dedica- 
tion to  democracy  took  time  to  devel- 
op. Its  development  occurred  because 
generations  of  people  who  desired 
freedom  built  upon  the  accomplish- 
ments of  their  parents  to  reach  for 
freedom. 

In  5  years,  we  will  celebrate  the 
500th  anniversary  of  the  discovery  of 
America  by  Christopher  Columbus. 

As  a  Representative  from  the  State 
of  New  Jersey  whose  grandfather 
came  to  this  country  from  Italy  400 
years  after  Columbus  sailed,  I  appreci- 
ate the  fact  that  important  events  are 
the  result  of  years  of  hard  work  by 
many  people. 

We  are  here  today  to  honor  an  indi- 
vidual who  has  attained  the  highest 
office  in  the  judiciary.  We  share  with 
Mr.  Scalia  a  common  heritage  as  Ital- 
ian-Americans. 

Our  intense  pride  in  Mr.  Scalia's  ac- 
complishments is  rooted  in  the  under- 
standing that  we  are  all  here  today  be- 
cause our  forefathers  chose  to  come  to 
America  and  committed  themselves  to 
the  hard  work  required  of  them  in  the 
New  World. 

Our  pride  as  Italian-Americans  is 
based  on  the  knowledge  that  opportu- 
nity goes  hand  in  hand  with  hard 
work  and  that  our  common  heritage 
was  built  brick  by  brick  over  the  years 
as  opportunity  led  to  advancement  in 
America. 

I  am  pleased  today  to  honor  Mr. 
Scalia  for  his  personal  accomplish- 
ments as  a  jurist.  I  am  particularly 
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proud  that  Mr.  Scalia  is  a  New  Jersey 
native. 

As  you  know,  the  New  Jersey  State 
Society  will  host  a  reception  for  Asso- 
ciate Justice-designate  Scalia  on 
Thursday,  October  2  here  in  Washing- 
ton. 

As  honorary  chairman  of  the  New 
Jersey  State  Society,  I  think  that  this 
reception  is  an  appropriate  way  for  us 
to  recognize  this  Trenton  native  who 
is  now  assuming  the  responsibilities 
associated  with  appointment  to  the 
U.S.  Supreme  Court. 

I  am  proud  of  our  State's  continuing 
contribution  to  the  judicial  process 
with  a  long  tradition  of  high  court  ap- 
pointments. 

This  reception  will  provide  New  Jer- 
seyans  now  working  in  Washington 
with  the  opportunity  to  honor  Mr. 
Scalia. 

Mr.  Scalia's  reputation  and  his 
record  speak  for  themselves. 

The  unanimous  vote  by  the  Senate 
to  confirm  Mr.  Scalia  is  further  evi- 
dence that  he  has  proven  himself  to  be 
worthy  of  the  challenges  that  await 
him  on  the  Court. 

As  the  first  Italian-American  to  be 
confirmed  as  a  member  of  the  court, 
Mr.  Scalia  is  a  pioneer. 

As  an  American  jurist,  Mr.  Scalia  is 
the  newest  standard-bearer  for  a  long 
tradition  of  justice  through  law  in  a 
proud  democracy. 

It  is  with  great  personal  pride  that  I 
join  with  my  colleagues  today  to  mark 
this  milestone  for  our  Nation.  We  wish 
for  Mr.  Scalia  all  the  best  as  he  under- 
takes this  new  and  challenging  assign- 
ment. 

Mr.  VENTO.  Mr.  Speaker,  will  the 
gentlewoman  yield? 

Mrs.  ROUKEMA.  I  yield  to  the  gen- 
tleman from  Minnesota. 

Mr.  VENTO.  Mr.  Speaker.  I  com- 
mend the  gentlewoman  for  her  special 
order  and  associate  myself  with  her  re- 
marks in  the  statement  concerning  the 
newest  Justice  to  be  confirmed  by  the 
other  body.  Antonin  Scalia. 

Although  I  do  not  personally  know 
him,  I  share  an  ancestry  with  him  in 
terms  of  being  an  Italian-American.  I 
am  very  proud  to  see  him  assume  this, 
one  of  the  first  to  assume  this  high 
honor. 

Indeed,  I  think  that  the  academic 
record  he  has  established,  the  integri- 
ty that  he  has  commended,  and  the 
unanimous  vote  of  the  other  body  is 
something  that  we  can  all  take  pride 
in,  in  terms  of  someone  of  quality  and 
of  substance  who  will  uphold  and  help 
retain  a  strong  judiciary  in  our  system 
of  government.  I  think  today  it  is 
more  important  than  ever. 

I  look  forward  to  his  work  and  the 
product  that  he  produces.  While  philo- 
sophically we  may  not  agree,  I  think 
that  we  can  agree  obviously  on  the 
competenccAnd  the  jurist  and  the  aca- 
demic excellence  that  has  been  repre- 
sented in  this  person,  and  certainly  in 


the  ancestry  that  has  given  rise  to  this 
and,  frankly,  the  opportunity  that  is 
represented  in  this  country  to  anyone 
and  to  all  of  us  who  have  utilized  this. 

So  I  am  pleased  to  note  this  and  am 
especially  glad  to  join  the  gentlewom- 
an and  commend  her  for  this  special 
order. 

Mrs.  ROUKEMA.  Mr.  Speaker,  this 
is  a  statement  of  pride  for  all  of  us  of 
ethnic  heritage. 

I  am  very  pleased  that  the  gentle- 
man from  Minnesota  took  the  time  to 
observe  that  the  other  body  gave 
unanimous  support  to  Judge  Scalia's 
appointment. 

Mr.  ANNUNZIO.  Mr.  Speaker,  I  rise  to  join 
rtiy  colleagues  in  paying  tribute  to  the  Honora- 
ble Antonin  Scalia,  the  first  Italian-American  to 
be  nominated  and  confirmed  as  an  Associate 
Justice  of  the  U.S.  Supreme  Court. 

Justice  Scalia  Is  eminently  qualified  to  serve 
on  the  highest  court  in  our  country— the 
recent  98-0  confirmation  vote  by  the  Senate 
is  a  reflection  of  those  superb  qualities— and 
to  join  the  illustrious  ranks  of  the  106  Su- 
preme Court  Justices  who  have  preceded  him. 
His  extraordinary  legal  knowledge  and  schol- 
arship, as  well  as  his  commitment  to  the  high- 
est standards  in  the  preservation  of  our  coun- 
try's legal  institutions,  are  most  worthy  of  rec- 
ognition. 

Scalia  was  born  In  Trenton.  NJ,  in  1936,  the 
only  child  of  S.  Eugene  Scalia,  an  Italian  immi- 
grant who  was  professor  of  Romance  lan- 
guages at  Brooklyn  College,  and  Catherine 
Panaro  Scalia,  a  first-generation  Italian-Ameri- 
can who  was  an  elementary  school  teacher 
From  his  parents,  who  died  within  3  weeks  of 
each  other  this  past  winter,  he  inhented  a  tra- 
dition of  scholarsfilp,  political  acumen,  and  an 
interest  in  law  Scalia  graduated  first  in  his 
class  in  high  school,  as  well  as  first  in  college 
from  Georgetown  University  in  1957.  He  re- 
ceived his  law  degree  from  Harvard  University 
in  1960,  graduating  magna  cum  laude. 

From  1960  through  1966,  Justice  Scalia 
practiced  law  with  the  prestigious  law  firm 
which  is  now  called  Jones,  Day,  Reaves  & 
Pogue,  and  he  taught  law  at  the  University  of 
Virginia  Law  School  for  3  years  from  1967  to 
1970.  He  served  as  general  counsel  of  the 
newly  created  Office  of  Telecommunications 
Policy  In  1971,  and  the  next  year,  he  became 
chairman  of  the  Administrative  Conference  of 
the  United  States. 

In  1974,  Justice  Scalia  served  as  Assistant 
Attorney  General  In  the  Office  of  Legal  Coun- 
sel, and  in  1977,  he  joined  the  faculty  at  the 
University  of  Chicago  Law  School,  where  he 
taught  until  his  appointment  by  President 
Reagan  in  1982  to  the  U.S.  Circuit  Court  of 
Appeals  for  the  District  of  Columbia. 

As  a  leader  In  the  Italian-American  commu- 
nity, as  a  founder  of  the  National  Italian  Amer- 
ican Foundation,  as  a  founder  of  the  Joint 
Civic  Committee  of  Italian  Americans,  an  um- 
brella organization  encompassing  more  than 
40  Italo-Amerlcan  organizations  in  the  Chica- 
goland  area,  I  am  extremely  proud  of  my  herit- 
age as  the  son  of  immigrant  Italian  parents,  as 
is  Judge  Scalia. 

The  appointment  of  Judge  Scalia  is  con- 
vincing proof  that  in  America  there  are  no  bar- 
riers to  achieving  one's  fondest  hopes  and  as- 


pirations. To  become  a  member  of  the  highest 
court  in  the  land,  as  Judge  Scalia  has  done, 
could  be  accomplished  only  in  a  country 
where  the  doors  of  opportunity  are  open  to 
everyone,  regardless  of  national  origin,  reli- 
gion, race  or  gender.  In  America  there  are  no 
barriers  for  an  individual  who  is  willing  to  work 
in  order  to  achieve  the  highest  goals  that  he 
sets  for  himself.  Judge  Scalia  is  a  living  exam- 
ple and  a  monument  to  that  great  principle, 
enunciated  this  year  at  the  Statue  of  Lit)erty 
centennial  celebration,  of  a  land  of  opportunity 
for  all. 

Mr.  Speaker,  Justice  Scalia  is  a  man  of 
great  integrity  and  compassion,  and  his  deep 
commitment  to  the  highest  principles  in  our 
legal  system  is  most  commendable.  I  con- 
gratulate Justice  Scalia  and  his  family  on  his 
appointment  as  an  Associate  Justice  to  the 
U.S.  Supreme  Court,  and  I  extend  to  him  my 
best  wishes  as  he  continues  his  outstanding 
service  to  our  Nation. 

Mr.  RODINO.  Mr.  Speaker,  it  is  my  great 
pleasure  to  join  my  House  colleagues  in 
taking  out  this  special  order  to  Antonin  Scalia, 
our  Nation's  newest  Associate  Justice  of  the 
U.S.  Supreme  Court. 

Justice  Scalia  Is  the  embodiment  of  the 
American  dream.  The  only  son  of  a  Sicilian 
Immigrant  father  and  a  school  teacher  mother, 
he  attended  Georgetown  University,  becoming 
valedlctonan,  and  graduated  from  Harvard 
Law  School,  where  he  served  as  editor  of  its 
prestigious  law  review. 

As  a  young  lawyer,  Justice  Scalia  quickly 
earned  a  reputation  as  an  outstanding  scholar 
and  an  impeccable  legal  Intellectual.  He  has 
taught  law  at  the  University  of  Virginia  and  the 
University  of  Chicago.  During  the  Nixon  and 
Ford  administrations,  Justice  Scalia  served  as 
general  counsel  of  the  White  House  Office  of 
Telecommunications  Policy  and  head  of  the 
Justice  Department  Office  of  Legal  Counsel. 
In  1982,  President  Reagan  appointed  him  to 
the  U.S.  Court  of  Appeals  for  the  Distnct  of 
Columbia  Circuit,  the  second  highest  powerful 
court  In  the  Nation. 

On  a  more  personal  note.  Justice  Scalia  is 
a  man  of  warm  good  humor,  a  family  man,  de- 
voted to  his  wife,  Maureen,  and  their  nine  chil- 
dren. Known  to  family  and  friends  as  "Nino," 
he  has  a  zest  for  oldfashloned  "sing-alongs" 
and  fnendly  poker  games. 

Mr.  Speaker,  even  though  some  of  us  may 
disagree  with  Justice  Scalia's  conservative 
views,  we  respect  his  outstanding  record  as 
lawyer,  teacher,  and  jurist.  I  am  especially 
pleased  to  note  that  Justice  Scalia  Is  the  first 
American  of  Italian  heritage  to  be  selected  to 
serve  on  the  highest  court  in  the  land.  A  few 
weeks  ago,  my  colleagues  in  the  Senate— 
both  Democrats  and  Republicans— voted  to 
confirm  Justice  Scalia,  unanimously. 

Mr.  Speaker,  the  Constitution  of  the  United 
States  is  the  cherished  foundation  of  our  de- 
mocracy, a  guarantee  of  civil  rights,  freedom 
and  liberty  for  all  Americans.  All  Americans- 
black  and  white,  young  and  old,  rich  and  poor, 
conservative  and  liberal— depend  on  the  Su- 
preme Court  to  preserve  the  meaning  of  this 
wonderful  document  through  history.  I  am  sure 
that  in  the  coming  years.  Justice  Antonin 
Scalia  will  prove  to  be  a  jurist  who  inspires  the 
pride  and  confidence  of  all  Americans,  a  jurist 
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of  extraordinary  talents  and  unwavering  devo- 
tion to  the  Constitution,  who  will  help  wisely 
guide  the  Supreme  Court  and  the  American 
people  into  the  21st  century. 

Mr.  RINALDO.  Mr.  Speaker,  the  President's 
nomination  and  the  confirmation  by  a  unani- 
mous vote  of  the  Senate  of  Judge  Antonin 
Scaiia  to  the  U.S.  Supreme  Court  is  a  great 
source  of  pride  to  millions  of  Italian-Ameri- 
cans. As  the  first  member  of  the  Supreme 
Court  of  Italian  heritage,  Justice  Scaiia  stands 
out  as  one  of  our  Nation's  most  respected 
and  distinguished  legal  scholars  and  a 
staunch  defender  of  the  Constitution.  Even 
those  Members  of  the  Senate  who  disagreed 
with  Justice  Scaiia's  conservative  views  on 
the  role  of  the  judiciary  expressed  the  deepest 
respect  for  his  ability  as  a  jurist  and  his  legal 
scholarship. 

The  rise  of  Justice  Scaiia  to  the  highest 
branch  of  the  law  demonstrates  that  the  bar- 
ners  that  Italian-Americans  once  faced  in  our 
society  have  been  rapidly  coming  down.  While 
there  can  be  no  such  thing  as  ethnic  balance 
on  the  Supreme  Court— it  must  be  fair  and  im- 
partial !o  every  race,  creed,  and  ethnic 
group — there  is  an  undeniable  sense  ot  ethnic 
pride  among  Itaiian-Amencans  n  having  a 
)udge  of  such  great  talent  and  expenence  on 
:ho  Court,  't  ca^  cniy  help  to  funher  "he  re- 
spect that  mttlicns  o'  Italian-Americans  have 
for  our  laws  and  iudicial  system. . 

The  appointment  of  Justice  Scaiia  has  ful- 
filled President  Reagan's  promise  of  selecting 
only  the  very  best  'udges  to  serve  on  ;he  Su- 
preme Court,  just  as  :he  President  achieved 
an  h'Stoni'  txeakihrcuqh  in  nominaiing  Sandra 
Hay  O'C'-.noor  a?  'ht-  first  wonaf  justice  on 
the  Supreme  Court,  he  has  kept  his  ;aith  with 
.-nillions  of  Italian-Americans  vho  waited  tor 
more  than  two  centunes  before  an  Italian- 
Ar.encan  joined  our  Nation's  highest  court. 

justice  Scaiia  .s  aecicatec^  to  constitutional 
liberties  and  the  oreservaticn  z\  cur  free  insti- 
tutions. Curng  nis  jis'inguished  care-sr  as  a 
.L'cge  and  legal  scnolar.  nt'  las  ^roaoenec 
our  understanding  o:  Tie  ;aw  and  -eiceo  to 
educate  lew  goneaiions  ot  lawyers.  A 
SjmTia  iun  aude  graduate  o»  Ge-orgetown 
JniversiTy.  where  he  ■•'as  tir^t  r  iis  class, 
Judge  Scaiia  later-  was  editof  of  the  ^aw 
Review  at  Har^/ard  Law  School  and  i  Sheldon 
fellow  at  Harvard,  '-'e  tajght  law  at  tne  Univer- 
sity cf  Chicago,  Stanford  University  oecge- 
;cwn,  ant!  ;he  University  of  Virginia.  Each  o' 
'f^.ese  universities  is  among  our  rnost  presti- 
qious  centers  cf  higner  education  and  can  fake 
jreat  pride  in  Justice  Scalias  develcomen  as 
one  o'  cur  Nation's  most  resptcied  legal 
scholars. 

In  the  Senate  confirmation  hearings.  Justice 
Scaiia  aiso  demonstrated  the  iudicial  tempera- 
ment, numan  compassion,  and  pnae  in  our 
American  institutions  that  have  made  the  Su- 
premp  Court  of  the  'Jmtec'  States  'he  most 
honored  legal  body  m  the  world.  Justice  Scaiia 
will  make  all  Americans  proud,  regardless  of 
their  ethnic  background,  to  have  so  outstanding 
a  judge  and  fellow  American  on  the  Supreme 
Court  of  tne  United  States. 

Mr.  LaFALCE.  Mr.  Speaker,  I  join  with  many 
of  my  colleagues  and  millions  of  Amencans,  m 
celebrating  the  unanimous  confirmation  by  the 
Senate  of  Antonin  Scaiia  as  an  Associate  Jus- 


tice of  the  U.S.  Supreme  Court.  I  do  this  with 
particular  pride,  because  I  share  with  "Nino" 
Scaiia  a  common  heritage,  membership  in  the 
Italian-American  community. 

However,  we  honor  Judge  Scaiia  today  not 
because  of  his  ethnic  background,  but  for  his 
bnlliant  achievements,  which  have  been  justly 
rewarded  by  his  lifetime  appointment  to  our 
Nation's  highest  court. 

Judge  Scaiia  graduated  first  m  his  class 
from  Georgetown  and  achieved  high  honors 
at  the  Harvard  Law  School.  He  has  distin- 
guished himself  in  each  endeavor  he  has  un- 
dertaken. As  a  law  school  professor  at  the 
Universities  of  Virginia  and  Chicago,  an  attor- 
ney engaged  in  the  private  practice  of  law,  as 
an  assistant  U.S.  attorney  general,  and  finally 
as  a  Federal  judge,  Mr.  Scaiia  has  impressed 
one  and  all  with  his  Intellect,  his  vigor  and  his 
personal  integrity. 

While  generally  classified  as  a  conservative. 
Judge  Scaiia  is  not  an  ideologue.  He  has 
demonstrated  in  his  legal  opimcns,  not  only 
great  mental  agility,  but  also  the  flexioility  to 
consider  'he  merits  of  each  ;ase,  and  apply 
the  facts  to  the  law,  wmch  .s  t^-e  mark  oi  a 
fine  iunst.  Above  all.  Judge  Scai.a  nas  Jemon- 
strated  a  respect  for  the  Const'tunon  as  the 
supreme  law  cf  the  land,  which  is  oerhacs  tne 
most  mportant  qualification  for  '■is  new  posi- 
tion. 

Just  as  Justice  Felix  Frankfurter  provided  a 
moderating  niluence  on  the  Cotn;'j,*ler  his 
aoDOintmert  cy  -resident  Roosevelt,  so,  ■  be- 
lieve can  judge  Scaiia  *U'ii'l  thc;t  o'e  rn  the 
Rehnquist  Court. 

He  s  a  /rung,  healthy  n-gn  i/ith  ?  hound- 
less  en'hijsiasm  tor  his  Aorh  and  •  thererore 
look  'orwa'd  iC  ms  bnliiance  on  .le  Court, 
where  we  "lope  he  m\\  sen.'e  weil  inic  *hc  next 
century. 

As  an  Italian- Ameiican.  cut  acove  ail  as  a^y 
American,  .  jom  the  voices  fcemq  'sjiseu  >.oday 
:r  honor  of  the  past  anc  future  achievements 
of  Antonin  Sraiia.  Joncfa'-.a'ion?,  Jusuce 
Scaiia 

Mr  RUSSO.  Mr.  Speaker,  i  or  with  -^^y  :ol- 
eagues  t  paying  tnou'e  u  iie  -icncraole  .-Xn- 
lonm  Scaiia.  urammously  confi'Tied  t;y  'he 
Senate  as  an  Associate  Jus:ice  of  I'le  J.S. 
Supreme  Ccurt.  As  i  c  tizen  ano  Representa- 
tive, !  welcome  the  additicr  ic  the  Ccurt  rf  .1 
man  vo  pcsse'jse;  formidable  nlelligerce 
tenacity,  a  orilliant  legal  Tunj.  energy  and 
commitment.  As  an  italian-Amorican.  am 
proud  to  snare  a  common  heritage  vith  ^niqe 
Scaiia. 

Given  the  attention  to  the  appointr-ient  of 
the  first  Italian- American  to  Ihe  Supreme 
Court.  I  am  delighted  that  it  is  Judge  Scaiia 
who  .s  this  'representative  '  The  only  child  of. 
a  Sicilian  immigrant.  .-ie  'S  a  devout  and  coura- 
geous man.  He's  a  haid  worker  He  also  has 
the  personal  charm  ano  sense  of  humor  'hat 
serve  you  well,  anywhere.  1  believe  these 
traits  in  addition  to  his  energetic  scholarship 
are  going  to  mean  that  judge  Scaiia  wil'  prove 
to  be  rot  only  a  good  and  iair  Justice,  but  a 
great  one. 

I  commend  the  wisdom  of  the  President  in 
appointing  and  the  Senate  in  confirming  judge 
Scaiia  !t  Is  a  proud  day  for  italian-Amencans 
and   a   fortunate   day   for  America   to   have 


gained  such  a  fine  man  in  our  highest  Court.  I 
welcome  this  opportunity  to  pay  tribute  to 
Judge  Scaiia  and  to  wish  him  well  as  he  as- 
sumes his  new  responsibilities. 

Mr.  TRAFICANT.  Mr.  Speaker,  as  an  Italian- 
American  1  am  honored  and  proud  to  partici- 
pate in  this  special  order  hononng  Judge  An- 
tonin Scaiia's  confirmation  as  an  Associate 
Justice  on  the  U.S.  Supreme  Court. 

Judge  Scaiia  has  an  excellent  record  and  is 
a  man  of  high  character  The  appointment  of 
an  Italian-Amencan  to  the  highest  Court  in  the 
land  IS  yet  another  chapter  in  the  ongoing 
saga  of  the  Italian-Amencan  community. 
Having  come  here  from  Italy  in  the  late  19th 
and  early  20th  centuries,  Italians  have  made  a 
lasting  impact  on  the  development  of  America. 
Italian-Americans  continue  to  provide  strategic 
leadership  in  so  many  areas  of  American  life. 
Judge  Scaiia's  confirmation  serves  to  highlight 
and  underscore  the  many  contributions  Italian- 
Americans  have  made  to  this  great  country. 

'  share  the  sense  cf  pnde  and  accomplish- 
ment fell  by  all  Italian-Amencans.  I  am  proud 
of  the  ongoing  contributions  itanan-Amencans 
continue  to  make  on  America's  nch  ethnic 
hen'age  it  is  through  ts  tradition  of  opening 
.ts  arms  to  a'l  peoples  that  America  draws  ts 
strength  italian-Arre-icjnj  ierve  0  sor^e  of" 
'he  most  pcwenul  and  imporani  positions  in 
American  qcvernn'ient.  ~rie  comirrraticn  of 
judge  oca'a  marks  tne  first  time  an  Italian- 
Amencan  hes  fscenoed  '0  me  -ignest  Court 
in  'he  land.  '  am  confident  thai  ne  will  maKe 
jll  of  us  in  the  "aiiar-A,-ne')can  community 
projd  ano  that  he  will  &erve  Ame..ca  in  a  ais- 
'inguished  nnc  professional  manner. 

italiar-AmeriConS  have  coine  i  long  way 
.'rem  their  humbie  nnmigrant  opntage  The- 
ccni.TnatiQP  of  judge  Scaiia  as  an  Associate 
.UEtice  en  tne  Supreme  Court  .is  yet  dinot.ier 
•nocaiicn  of  the  long,  succassfil  road  we 
lavt  traveled.  '  want  ;c  oongrauiaie  -uuge 
S-aiiB  and  his  fanily  ara  wisn  him  tne  oesi  of 
'uck  n  i-is  •'ew  :cs;tior 


ORDER  OF  BUSINESS 

Mr.  LEVINE  ci."  *  Caiiforr.;a.  Mr. 
Speaker.  I  ti.-k  unanimous  consent  that 
ihe  special  order  whi^h  I  ha"e  re- 
served oe  allowe  i  to  precede  the 
others  at  this  time  -ind  oe  taken  out  of 
order. 

The  SPEAKER  pro  tempore  Mr. 
Gray  't  Illinclsj.  Is  there  objertlon  to 
the  request  of  the  gentleman  from 
California? 

Mr.  CRANE.  Mr.  Speaicer  reserting 
r,he  right  'o  object,  and  I  do  not  antici- 
pate c'ojecling.  but  will  the  gentleman 
'ell  me  how  long  the  special  order  is? 

Mr.  LE"VINE  ji  California.  Mr. 
Speaker.  I  do  not  anticipate  this  spe- 
cial oraer  will  last  more  than  20  min- 
utes. I  think  it  will  be  a  15-  or  20- 
minute  special  order. 

Mr.  CRANE.  Mr.  Speaker.  I  with- 
draw my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  California? 

There  was  no  objection. 
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TRIBUTE  TO  KEN  EDWARDS 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  California  [Mr.  Levine]  is 
recognized  for  60  minutes. 

Mr.  LEVINE  of  California.  Mr. 
Speaker,  a  little  more  than  a  year  ago, 
Ken  Edwards,  one  of  the  finest  public 
servants  and  individuals  whom  I  have 
ever  known  passed  away.  I  have  asked 
for  this  time,  along  with  my  distin- 
guished colleague,  the  gentleman  from 
Oklahoma  [Mr.  Edwards],  to  pay  trib- 
ute to  Ken  Edwards.  It  is  fitting,  and  I 
am  especially  pleased  that  with  us  in 
Washington  this  evening  are  Ken's 
wife.  Sue,  and  Ken's  son,  David,  two 
people  who  have  been  very  special  in 
their  own  right  and  who  obviously 
meant  the  world  to  Ken. 

D  1915 

I  think  that  it  is  fitting  that  this 
special  order  occur  at  this  particular 
time.  It  is  a  tradition  in  the  Jewish 
faith,  in  the  Jewish  religion,  not  to 
unveil  the  headstone  at  the  grave  of 
somebody  who  died  for  more  than  a 
year.  After  a  year,  when  the  head- 
stone is  unveiled,  one  has  the  opportu- 
nity, even  a  year  later,  to  think  about 
and  reflect  upon  the  accomplishments 
that  that  individual  achieved  during 
his  or  her  lifetime. 

The  accomplishments  that  Ken  Ed- 
wards achieved  and  the  person  that 
Ken  Edwards  was  were  truly  remarka- 
ble whether  one  views  them  a  year 
after  his  death  or.  I  suspect,  many, 
many  years  into  the  future. 

I  personally  first  met  Ken  almost  10 
years  aigo  when  I  was  running  for  my 
first  elective  public  office,  a  seat  in  the 
State  Assembly  in  California.  When  I 
met  Ken.  he  was  actually  campaigning 
for  my  opponent,  but  Ken  in  the  way 
that  those  of  us  knew  him  had  such  an 
incredible  warmth  and  sincerity  and 
charm  and  effectiveness  of  style  that, 
despite  the  fact  that  Ken  Edwards, 
when  I  first  met  him.  was  campaigning 
for  the  person  against  whom  I  was 
running,  was  able  to  establish  an  im- 
mediate rapport  with  me  and  was 
somebody  whom  I  immediately  consid- 
ered a  person  that  I  wanted  to  become 
friendly  with  and  a  person  that  I  was 
able  very  quickly  to  become  friendly 
with. 

I  think  for  those  of  us  in  this  Cham- 
ber, all  of  whom  were  elected  to  this 
office  in  the  U.S.  House  of  Represent- 
atives in  the  crucible  of  a  campaign,  to 
understand  that  when  you  meet  some- 
body for  the  very  first  time  when  that 
p>erson  is  actually  in  the  camp  of  your 
opponent,  it  is  highly  unusual  that 
you  become  very  close  to  and  very 
friendly  with  that  person.  But  that 
was  the  type  of  person  Ken  was. 

Tonight's  tribute  is  a  tribute  that 
was  distinctly  bipartisan  and  a  tribute 
that  clearly  crosses  philosophical  and 
political  lines.  Ken  was  a  person  who 
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was  able  to  accomplish  that  in  every- 
thing that  he  did. 

Ken  was  such  a  remarkable  man 
that  it  is  hard  to  know  where  to  begin 
in  summarizing  his  accomplishments.  I 
will  do  my  best,  however,  to  do  some 
of  that.  As  with  most  of  us.  Ken's 
early  life  played  an  important  role  in 
shaping  his  adult  life.  He  said  as  an 
adult  repeatedly  that  his  childhood, 
during  which  he  spent  10  years  living 
at  Vista  del  Mar.  helped  form  his  com- 
mitment to  working  on  behalf  of  social 
services  and  troubled  young  people. 
Despite  a  childhood  in  which  things 
were  not  always  made  easy  for  Ken.  to 
say  the  least.  Ken  was  able  to  earn  de- 
grees from  Santa  Monica  College  in 
pre-architecture  and  from  California 
State  College  at  Los  Angeles  in  social 
work. 

Following  his  graduation.  Ken  spent 
2  years  in  Venezuela  with  the  Peace 
Corps.  That  experience  cemented 
Ken's  commitment  to  helping  people 
in  need.  That  youthful  commitment 
became  the  driving  force  in  Ken's  per- 
sonal and  professional  life. 

Among  the  organizations  on  whose 
board  he  served,  and  played  an  active 
role,  were  the  Family  Service  of  Santa 
Monica,  the  YWCA.  Jewish  Family 
Services.  Family  Planning  of  Los  An- 
geles. Project  Heavy  West,  the  Santa 
Monica  Community  Coordinating 
Council,  the  Santa  Monica  School  At- 
tendance Review  Board.  Stepping 
Stone,  and  the  Bay  Area  Drug  Abuse 
Council. 

As  a  professional.  Ken  worked  as  a 
juvenile  placement  officer  for  the 
county  of  Los  Angeles.  He  worked  day 
in  and  day  out  with  some  of  the  most 
troubled  young  people  in  Los  Angeles. 
It  is  thanks  to  Ken  Edwards  that 
many  of  those  young  people  are  lead- 
ing productive  and  happy  lives. 

During  the  time  he  worked  as  a  pro- 
bation officer.  Ken  also  found  time  to 
complete  a  masters  degree  in  social 
work  at  Pepperdine  University. 

His  commitment  to  improving  the 
quality  of  life  in  Santa  Monica  ex- 
tended beyond  the  realm  of  his  profes- 
sional life  and  social  work  into  the  po- 
litical arena. 

In  1972,  the  Santa  Monica  City 
Council  was  considering  a  proposal  to 
demolish  the  pier  which  has  become  a 
landmark  for  the  city.  In  its  place  was 
to  be  a  highrise  hotel  and  other  tour- 
ist facilities. 

Ken  became  one  of  the  key  leaders 
in  the  effort  to  save  the  pier.  He 
helped  put  together  a  broad  coalition 
of  community  residents  who  were  able 
to  save  the  pier.  He  worked  with  busi- 
ness, political,  and  community  leaders 
to  win  a  victory  for  his  cause. 

That  experience  seemed  to  galvanize 
a  belief  in  Ken  that  Govermnent,  and 
the  political  process,  were  key  to  help- 
ing the  people,  and  advancing  the 
causes,  he  cared  so  much  about.  He 
began  to  regularly  attend  city  council 


meetings,  and  speak  out  on  behalf  of 
the  needs  of  the  poor  and  the  dispos- 
sessed. 

He  became  active  in  the  local  Demo- 
cratic Party  and  his  union.  He  was  an 
active  member  in  the  American  Feder- 
ation of  State,  County,  and  Municiple 
Employees.  He  chaired  their  Political 
Action  Committee.  He  was  a  founding 
member  of  Westside  COPE. 

In  the  Democratic  Party,  Ken  was  a 
member  of  the  State  Central  Commit- 
tee, the  Los  Angeles  County  Central 
Committee,  the  44th  Assembly  Dis- 
trict Democratic  Council,  and  presi- 
dent of  the  Santa  Monica  Democratic 
Club. 

Given  all  of  Ken's  commitments,  it 
is  hard  to  believe  that  he  ever  had 
time  to  marry  and  become  a  father. 
But,  he  did.  And  in  this,  like  most  ev- 
erything else  in  his  life,  he  was  a  suc- 
cess. 

Never  a  man  to  rush  into  things. 
Ken  took  his  time  in  proposing  to  his 
wife  to  be.  Sue  Tyler.  Ken  first  met 
Sue  in  1962  while  she  was  a  student  at 
UCLA.  It  was  11  years  before  they 
were  finally  married. 

Ken  and  Sue  waited  6  years  before 
they  had  their  son  David,  who  was 
bom  on  April  11,  1979.  It  is  ironic  that 
David  was  born  the  same  day  that  one 
of  the  causes  about  which  Ken  cared 
so  much,  rent  control,  became  law  in 
Santa  Monica. 

Sue  and  David  meant  the  world  to 
Ken.  They  both  meant  so  much  to 
him,  it  is  hard  for  me  to  remember 
spending  any  significant  amount  of 
time  with  him  without  him  singing  the 
praises  of  his  family. 

David  was  especially  important  to 
Ken.  Perhaps  because  of  his  own 
childhood.  Ken  was  determined  that 
David  grow  up  in  a  loving  and  caring 
home.  No  two  parents  could  have  pro- 
vided their  child  with  a  more  loving  a 
nurturing  home  than  Ken  and  Sue. 

I  first  saw  David  after  the  time  that 
he  was  a  very  small  child  at  a  meeting 
in  Santa  Monica,  where  David,  as  I 
think  as  a  2-  or  3-year-old.  was  ir- 
repressable  in  going  around  the  room 
saying,  "Vote  for  my  daddy,  vote  for 
my  daddy. "  and  it  was  all  that  Ken 
could  do  to  get  David  to  desist  from 
saying  "Vote  for  my  daddy"  the  18th 
or  20th  time.  But  his  infectious  spirit 
which  was  clearly  a  part  of  the  hered- 
ity which  he  obtained  was  the  clear 
highlight  of  that  meeting  that  I  was  at 
in  Santa  Monica. 

Even  though  they  shared  him  for 
such  a  relatively  short  time,  only 
David  and  Sue  know  how  lucky  they 
were  to  share  Ken's  love  and  Ken's 
life. 

Ken's  restless  desire  to  do  more  for 
his  community,  and  help  those  most  in 
need  of  help,  continued  to  push  him 
into  politics.  While  he  accomplished  a 
great  deal  as  a  private  citizen,  he  knew 
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he  could  do  more  if  he  held  the  reigns 
of  power. 

Finally,  in  1977  Ken  ran  for  the 
Santa  Monica  City  Council.  Once 
again,  however,  things  were  not  to 
come  easily  to  Ken.  He  was  defeated 
by  a  handful  of  votes. 

The  election  marked  a  watershed  in 
Santa  Monica  City  politics,  however. 
It  was  the  last  victory  of  the  old  con- 
servative establishment  which  had 
controlled  the  city  for  decades. 

In  the  next  election.  Ken  worked 
selflessly  to  help  elect  two  progressive 
Democrats  to  the  council.  Not  only 
were  they  successful,  but  the  leader  of 
that  ticket  received  more  votes  than 
any  candidate  in  Santa  Monica's  histo- 
ry. From  that  day  on,  things  were 
never  the  same  for  the  city  of  Santa 
Monica. 

D  1925 

Two  years  later.  Ken  again  ran  for 
city  council.  This  time  he  won,  and  led 
all  candidates  in  votes  received. 

Two  years  later.  Ken  was  elected 
mayor  by  his  colleagues  on  the  city 
council. 

In  1985  he  was  reelected  to  the  city 
council  and  broke  every  previous 
record  for  votes  received. 

By  this  time  it  was  public  knowledge 
that  Ken  was  fighting,  and  losing,  a 
battle  with  cancer.  His  reelection  was 
more  than  an  endorsement  of  his  lead- 
ership as  mayor.  It  was  an  outpouring 
of  affection  and  support  from  the 
people  of  Santa  Monica  for  Ken,  and 
his  years  of  service  and  commitment 
to  the  city  and  its  residents. 

The  time  Ken  served  on  the  city 
council,  and  in  particular  as  mayor, 
were  among  the  most  difficult  and  tu- 
multuous times  in  the  history  of  Santa 
Monica's  history.  A  change  in  power  as 
sweeping  and  complete  as  Santa  Moni- 
ca's is  never  easy.  In  Santa  Monica  it 
broke  apart  political  alliances  and  per- 
sonal friendships,  and  made  the  city  a 
focus  of  national  attention  and  of 
community  controversy. 

City  council  meetings  lasted  well 
into  the  night.  Many  times  they  were 
characterized  by  heated  exchanges 
among  council  members  and  between 
the  council  and  the  public. 

During  this  time  of  chaos  Ken  was 
able,  on  all  occasions,  to  retain  his 
composure  and  his  perspective.  His 
commitment  to  working  with  every 
sector  of  the  city,  and  his  commitment 
to  giving  everyone  their  chance  to  be 
heard,  helped  make  him  a  unique 
figure  during  this  difficult  time. 

At  a  time  of  unprecedented  divisive- 
ness.  Ken  was  a  source  for  cooperation 
and  reconciliation.  At  a  time  of  con- 
frontation. Ken  was  a  source  of  mod- 
eration. At  a  time  of  fractuous  strug- 
gle. Ken  was  a  source  of  healing. 

More  than  any  other  single  council 
member.  Ken  worked  to  bring  a  divid- 
ed city  back  together. 


Ken  Edwards  will  not  be  forgotten 
by  the  city  to  whom  he  gave  so  much. 
Soon,  Santa  Monica's  first  senior  citi- 
zen multipurpose  center  will  open  and 
be  named  in  his  honor.  It  is  fitting 
that  this  symbol  of  Santa  Monica's 
social  service  network  will  be  named  in 
his  honor. 

As  a  council  member.  Ken  never  wai- 
vered  in  his  commitment  to  the  social 
service  community  in  Santa  Monica. 
He  played  the  leading  role  in  creating 
a  predictable  grants  program  for  the 
city.  Today,  at  a  time  of  unprecedent- 
ed reductions  in  funding  for  public 
programs,  Santa  Monica  now  budgets 
more  than  $1  million  every  year  for 
social  services,  thanks  very  largely  to 
the  leadership  that  Ken  Edwards  gave 
to  this  issue. 

Ken  also  was  responsible  for  creat- 
ing one  of  the  most  progressive  and  ef- 
fective local  anticrime  programs  in  the 
Nation.  His  belief  in,  and  commitment 
to,  neighborhood  based  crime  preven- 
tion, and  his  professional  experience 
with  the  criminal  justice  system  en- 
abled him  to  create  a  model  program 
for  other  cities  to  emulate. 

Earlier  this  year,  a  plaque  dedicated 
to  Ken  Edwards'  work  as  a  probation 
officer  was  placed  on  the  probation  de- 
partment building  in  the  group  of 
county  offices  in  Santa  Monica.  This 
was  the  very  first  time  in  the  history 
of  Los  Angeles  County  that  any 
county  employee  has  been  so  honored. 

My  fondest  memories  of  Ken  are 
personal  ones.  Ken  learned  that  he 
had  cancer  at  a  time  when  he  had  per- 
haps the  most  to  live  for.  He  had 
become  a  father,  had  been  elected  to 
the  city  council,  and  was  enjoying  a 
successful  career.  He  had  everything 
he  could  ask  for,  and  everything  to 
live  for. 

Any  ordinary  man  would  have  been 
overcome  by  either  self-pity  or  de- 
spair. Not  Ken. 

I  will  never  forget  his  courage,  his 
sense  of  humor,  and  his  combative  de- 
termination to  win  his  battle  with 
cancer.  Just  as  he  rose  above  adversity 
as  a  child,  he  rose  above  a  fatal  disease 
as  an  adult. 

I  last  visited  Ken  only  2  days  before 
he  died.  Even  then,  weakened  as  he 
was  by  his  disease,  his  views  remained 
strong  and  firm  and  his  sense  of 
humor  altogether  intact. 

By  any  objective  definition  of  the 
term.  Ken  Edwards  was  a  great  man. 
He  was  a  dedicated  and  loving  father 
and  family  man.  He  gave  more  to  his 
community  than  he  ever  received. 
There  is  no  question  that  Santa 
Monica  is  a  better  and  more  decent 
place  in  which  to  live  because  of  his 
efforts. 

He  was  a  force  for  conciliation  when 
his  community  faced  the  danger  of 
being  torn  apart  by  confrontation.  He 
was  often  a  success  in  spite  of  his  cir- 
cumstances, not  because  of  them. 


A  year  after  his  death  I  still  miss 
Ken.  I  miss  his  wise  counsel  on  a  varie- 
ty of  important  issues,  I  miss  his 
humor.  I  miss  his  energy  and  commit- 
ment. And,  perhaps  most  of  all,  I  miss 
his  advocacy  for  the  less  fortunate, 
the  poor,  the  elderly,  and  the  dispos- 
sessed members  of  our  society. 

People  like  Ken  Edwards  are  rare. 
They  should  serve  as  role  models  for 
our  children.  Although  Ken  is  gone, 
he  will  never  be  forgotten  by  those 
who  knew  him  or  by  our  community. 

I  would  like  to  mention  that  I  had 
not  intended  for  these  remarks  to  go 
quite  as  long  as  they  have,  and  I  hope 
that  my  colleagues  will  beg  my  indul- 
gence for  a  few  moments.  I  appreciate 
the  indulgence  of  my  colleagues  for  re- 
marks that  were  somewhat  longer 
than  I  anticipated. 

Mr.  EDWARDS  of  Oklahoma.  Mr. 
Speaker,  will  the  gentleman  yield? 

Mr.  LEVINE  of  California.  I  yield  to 
the  gentleman  from  Oklahoma. 

Mr.  EDWARDS  of  Oklahoma.  Mr. 
Speaker,  first,  let  me  thank  my  col- 
league from  California  for  arranging 
the  time  for  this  special  tribute.  Mel 
Levine  and  Ken  Edwards  were  not 
only  close  politically,  they  were  close 
friends,  personally,  and  this  is,  indeed, 
a  very  special  way  Mel  has  chosen  to 
honor  his  friend. 

Ken  Edwards  was  my  cousin,  and  I 
was  proud  of  him.  When  I  speak  to  my 
own  children  about  a  life  in  public 
service,  about  the  rare  opportunity 
public  life  offers  to  help  our  people,  I 
talk  to  them  about  their  cousin,  Ken. 

We  don't  salute  Ken  today  because 
of  family,  or  friendship,  or  even  be- 
cause of  our  similarities.  Ken's  father 
and  mine  were  brothers,  in  our  child- 
hood we  lived  together,  but  politically 
we  set  about  on  very  different  paths.  I 
am  a  conservative  Republican;  the 
man  whose  life  I  am  celebrating  today 
was  a  liberal  Democrat  who  was  once 
honored  by  the  Democratic  Party  in 
Los  Angeles  as  its  Man  of  the  Year. 

So  what  was  it  about  Ken  Edwards 
that  sets  him  apart,  that  makes  us 
want  to  stand  here  and  put  his  life 
before  our  colleagues  as  something 
very  special  and  very  important. 

For  one  thing,  Ken  Edwards  devoted 
his  life  not  to  himself,  but  to  others. 
He  had  the  intelligence,  the  dedica- 
tion, the  capacity  to  make  a  substan- 
tial amount  of  money  and  live  com- 
fortably, without  controversy.  He 
chose  instead  to  spend  his  life  in  social 
work  and  public  service. 

As  Ken's  wife.  Sue,  describes  him: 
Ken  was  a  social  worker— a  social 
worker  who  entered  politics  to  contin- 
ue his  social  work.  And  he  did  it  well. 

He  worried  about,  and  concerned 
himself  with,  the  problems  of  the  poor 
and  elderly,  though  he  was  not  poor 
and  did  not  live  to  be  elderly. 

He  concerned  himself  with  the  prob- 
lems of  renters,  though  he  did  not 
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rent.  He  entered  politics  not  out  of 
self-interest,  but  out  of  selfless  inter- 
est and  in  so  doing  became  one  of 
southern  California's  most  powerful, 
most  respected  and  most  popular  polit- 
ical figures. 

Ken  Edwards  understood  that  the 
most  of  good  government  is  not  con- 
frontation but  consensus.  That  some- 
times there  are  winners  and  losers,  but 
in  the  best  of  politics  there  are  solu- 
tioTvs,  and  agreements— and,  amazingly. 
Ken  was  oft:!n  successful  in  finding 
those  areas  of  agreement.  He  won 
when  he  had  to.  bui  his,  goal  was  not 
so  much  to  win  political  battles  as  to 
avoid  them. 

The  gentleman  from  California  has 
reviewed  the  many  things  Ken  Ed- 
wards did.  And  I  war  reminded  again 
of  the  great  social  concern  tha;  moti- 
vated him  because  the  organizations 
he  chose  to  help  were  not  the  power- 
ful boards  but  the  hands-on-agencies 
that  work  must  closely  with  the  people 
of  the  comm'onity. 

I  did  not  work  in  politics  witn  Ken 
His  politics  and  mine  were  far  differ- 
ent. But  how  I  loved  his  heart. 

What  I  remember  most  about  Kenn\ 
are  two  things:  Kenny  as  a  small  boy 
in  Oklahoma  Ciiy  with  absolutely 
boundless  energy  and  enthusiasm.  And 
Kenny  as  a  successful  adult,  sitting 
with  me  for  hours  on  the  night  beforp 
he  went  back  into  the  hospital  for  the 
last  time -Kenny,  sick  wiin  cancer, 
knowing  his  days  were  few.  still  full  of 
boundless  energy  and  enthusiasm. 

I  loved  Ken  Edwards  but  that's  no 
big  thing;  everybody  loved  Ken  Ed- 
wards. It's  not  a  matter  of  wishing  he 
was  still  here— I  believe  he  still  is. 
What  its  a  matter  of,  is  wishing  there 
were  others  like  him. 

□  1935 

Mr.  LEVINE  of  California.  Mr. 
Speaker,  i  thank  the  gentleman  very 
sincerely  for  his  eloquent  and  personal 
and  moving  remarks  about  his  cousin. 
Ken.  I  join  with  my  colleague  from 
Oklahoma  in  thanking  ou.-  colleagues 
for  allowing  us  to  precede  'hem  with 
this  special  order. 


Mr. 


GENERAL  LEAVE 

Mr.  LEVINE  of  California. 
Speaker.  I  ask  unanimous  consent  that 
all  Members  may  have  5  legislative 
days  in  which  to  revise  and  extend 
their  remarks  on  the  subject  of  this 
special  order 

The  SPEAKER  pro  tempore  'Mr. 
Gray  of  Illirois'.  Is  th3re  objection  to 
tne  request  of  the  gentleman  from 
California? 

There  was  no  objection. 


STEEL  MARKS  THE  TEST 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 


tleman from  Pennsylvania  [Mr. 
Murtha]  is  recognized  for  60  minutes. 

Mr.  MURTHA.  Mr  Speaker,  the  domestic 
steel  Industry  continues  to  wage  a  wa.'  against 
an  unremitting  stream  of  -mported  steel.  De- 
spite the  overall  reduction  in  steel  imports 
since  the  1984  introduction  of  the  steel  VRA 
Program,  steel  imports  from  non-VRA  coun- 
tries continue  to  undermine  the  steel  program 
and  the  recoverv  of  the  domestic  steel  indus- 
try. 

Unde'  the  VRA  Program,  steei  imports  nave 
declined  from  a  record  high  of  31  percent  in 
198'S  to  aoproximat3ly  23  percent  today.  Un- 
fortunately, during  the  past  8  months  steej 
import  penetration  has  steadily  increased  to 
nearly  27  percent  The  flip  side  of  the  coin  is 
equallv  alarming — the  second  largest  steel 
produce'  has  filed  bankrjptcv'  under  chapter 
11.  domestic  steel  shipments  have  continued 
to  *all,  'he  Nation's  largest  stee.  producer  is 
not  ir  operation,  and  sieul  employment  has 
fa'len  to  hali  of  v/hal  it  was  m  1964 

Since  198C  the  steel  industry  has  lost  over 
S6  brior  and  15  steei  companies  have  gone 
out  ol  business  since  1977.  Despite  this  de- 
cline since  ^■9''7  industry  reinvestment  and 
modernization  has  exceeded  SI  4  billion,  in- 
cluding S3  billion  in  the  last  2  years.  Un'ortu- 
nateiy  snce  ^geo,  the  industry's  equity  has 
dt!ClineJ  from  £15.4  oillion  :o  S6.6  billion. 

Some  economists  wiM  teli  you  that,  sc  be  it, 
economic  survfa'  goes  to  the  strongest. 

!t  IS  not  thai  simple,  America  needs  and 
muit  have  a  basic  steel  industry . 

The  erosion  o'  the  steel  industr/  must  be 
brough:  to  a  hat  a.^ci  here  is  why  National  de- 
fense. 

C^irrent  U  S.  steel  production  is  approxi- 
mately 88  million  tons  annually  Eighty-eigh' 
million  tons  still  provides  enough  steei  produc- 
'ion  to  meet  current  mobilization  requirements. 
However,  as  domestic  stee'  production  contin- 
ues 10  decline  so  too  wiH  our  ability  tc  meet 
future  defense  requirements.  Ir  it  were  only  a 
question  ot  economics,  we  could  purchase  the 
ships  planes  ana  tanKS  overseas.  But  Con- 
gress has  made  the  decision  that  this  country 
needs  a  strong,  adequate  defense  industrial 
base,  "^hat  decision  applies  to  steel. 

Stee:  represents  onl^  one  aspect  of  a  much 
large'  proolem 

Many  people,  including  some  Members  of 
Congress,  will  tell  you  that  the  country  no 
longer  needs  an  integrated  stee'  industry. 
They  contend  that  Third  World  developing 
countries  can  better  provide  for  our  steel 
needs  Chiefi),  the  argunen:  goes,  it's  be- 
cause they  have  the  newest  technology  and 
lower  wages  and  can  tf"erefore  produce  steel 
cheaper 

Resounding  evidence  stiows  that  develop- 
ing countries  follow  the  examp'e  o(  the  post 
WWII  reconstructed  countries  like  Japan  and 
Korea  and  Western  Europe.  Tn.ay  all  begin  by 
shipping  steel  into  the  U.S.  market,  followed  in 
short  order  by  exports  of  steel-using  products 
such  as  automobiles  and  appliances 

The  chairman  of  LTV  Corp..  Mr  Ray  Hay. 
noted  in  testimony  before  the  Steel  Caucus, 
that  50  percent  of  the  steel  consumed  annual- 
ly in  the  United  States  comes  from  overseas. 
That's  the  result  of  direct  and  indirect  steel 
imports. 


Increased  direct  and  indirect  steel  imports 
Impact  not  only  the  domestic  steel  industry, 
but  also  our  steel-using  industries.  Loss  of  our 
basic  industries  can  only  result  in  tiie  loss  of 
the  Nation's  industhal  base,  a  lowering  of  our 
standard  of  living  and  economy,  while  posing 
as  a  threat  to  our  national  secunty. 

There  is  sometimes  criticism  of  what  the 
steelworkers  in  this  country  are  paid 

Since  1983,  the  steelworkers  of  this  country 
have  given  back  over  $1.4  bi'llon  in  wages 
and  benefit  concessions.  Some  people  will  teli 
you  that  it  is  simply  economicE  .breign  pro- 
ducer's lower  labor  cost  enable  them  to 
produce  steel  cheaper  If  the  United  States 
gives  up  its  raw  steelmaking  capacity,  retain- 
ing only  the  rolling  mills,  the  industry's  contri- 
bution to  the  Nation's  gross  national  product 
will  be  reduced  by  40  pe.'cent.  In  addition,  the 
impact  on  the  country  s  workers  will  be  devas- 
tating-lower wage  jobs,  and  not  just  fo 
steelworkers  but  fo'  al'  workers  in  manufac- 
turing. As  the  country's  manufacturing  base 
declines  so  to  will  national  income.  Remem- 
ber, as  revenue  declines,  GNP  declines,  the 
Federal  deficit  grows  and  the  Nation's  eco- 
nomic growth  vanishes. 

Why  do  v\e  need  basic  industries  like  steel'' 
Because  they  are  the  core  o*  this  Nation's 
economy 

The  steel  industry  has  taken  extreme  meas- 
ures to  get  back  into  the  oall  game— especial- 
ly in  the  areas  ot  reducing  costs  and  meeting 
new  quality  standards  The  result  has  been 
streamlined  work  practices  ana  a  rDductlon  in 
man-hours  per  ton  that  keeps  'he  American 
stee'  industry  the  mosi  productive  In  the 
world. 

In  October  1984,  the  President  impletiented 
a  steel  policy  that  called  tor  the  negotiation  o* 
steel  voluntary  restraint  agraements  with  ou^ 
principal  steel  t-ading  partners.  Since  the  VRA 
Program  was  put  into  effect,  agreements  with 
17  countries  have  been  concluded  covering 
81  percent  of  all  steel  imoorts. 

The  members  of  the  House  Steel  Caucus 
have  been  diligent  In  monitoring  the  progress 
of  the  .steel  program.  In  the  pas*  18  months 
ws  have  met  repeatedly  with  menbers  of  tiie 
Cabinet,  the  steel  companies  and  the  United 
Steelworkers  to  ensure  continued  implementa- 
tion o!  th:3  VRA's  and  to  identify  potential 
problems  areas  as  they  anse  Our  efforts  have 
led  us  to  identify  two  major  th'eats  fo  the  con- 
tinued success  of  the  program  and  the  steel 
Industry — circumventlor  of  the  VRA's  and 
rising  steel  Imports  from  non-VRA  counfnes. 
The  most  substantial  increase  in  steal  imports 
have  come  from  Canada,  Taiwan  and 
Sweden. 

The  legislation  '  am.  mtioducing  today,  and 
the  companion  bil'  that  was  introduced  In  the 
Senate  last  week,  will  directly  resolve  these 
problem  areas  by: 

First,  requinng  that  ali  steel  entenng  the 
United  States  from  non-VRA  countries  be  allo- 
cated to  the  country  wnere  the  steei  was 
melted  and  poured,  regardless  of  where  the 
final  finishing  operation  is  performed. 

Second,  allows  90  days  for  concluding  a 
separate  VRA  with  Canada,  Taiwan  and 
Sweden. 

Failure  on  the  part  of  the  countries  to  con- 
clude a  VRA  will  result  in  their  steel  imports 
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automatically  being  limited  to  70  percent  of 
the  level  of  their  steel  imports  dunng  the  12 
months  preceding  the  implementation  of  the 
p'eel  VRA  Program  on  October  1,  1984. 

This  legislation  will  efectively  stabilize  all 
steel  imports  from  Canada,  Taiwan,  and 
Sweden  at  2.64  million  tons  annually  These 
restnctions  will  mean  an  additional  1.4  million 
tons  of  oroduction  fc  domestic  steel  produc- 
ers and  bring  the  level  of  steei  import  penetra- 
tion closer  in  line  with  the  20.2-percent  le^el 
established  unds''  the  steei  VRA  Program. 

Steel  marks  the  test  on  which  the  future  of 
Amencan  industry  will  be  determined.  Our 
basic  industries  are  the  foundation  of  the 
:ount'y's  economy  li  is  our  basic  industries, 
our  growth  in  manufacturing  that  has  fueled 
the  economic  groWh  and  prosperity  that  we 
have  come  to  know  and  expect 

This  countrv  needs  it  basic  industries.  We 
need  a  strong  stee'  industry. 

I'  we  maintain  the  foundation  thai  our  basic 
ndustiies  provide,  then  we  will  continue  to 
have  an  economy  as  strong  as  steel. 
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TAX  REFORM 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  th''  Houae.  the  gen- 
Uernan  from  Illi.nois,  [Mr.  Crane]  is 
recogni/ed  for  60  rr.inutcs 

Mr.  CRANE  Mr.  Speaker,  lonigh: 
ir.y  distinguistied  colleague,  the  gentle- 
man from  Texas  [Mr.  Archee]  ancl  niy 
distinguished  colleague,  the  gentleman 
from.  Minnesota  [Mr.  Prenzel]  and  1 
uani  lb  add  further  remarks  on  somic 
of  the  problems  that  ac  perceive  in 
;his  pending  tax  bill  that  will  be  up 
before  us  comorrov  morning. 

The  tax  bill  was  originally  the  cre- 
ation oi  many  people  who  for  years 
iiad  corranented  on  the  Byzantine 
aspect  of  our  existing  code,  a  code  so 
complicated  that  e/en  average  citizens 
were  almost  reduced  to  dependence 
upon  protessionais  to  fill  out  their  tax 
form',  and  there  was  a  crying  need,  ob- 
viously, for  simijlification  of  thai  code 

In  addition  to  that,  we  read  in  news- 
paper acccunt.s  of  the  unfairne.ss  of 
the  existing  code.  Tiiere  was  the  clas- 
sic illustration  of  GE  making  $3'i.  bil- 
lion in  profits  a  couple  years  back  and 
getting  a  $283  miUion  tax  .-ebate, 
when  little  Mom  and  Pop  operations 
we-e  forced  to  pay  taxes.  Thus,  there 
was  a  great  attraction  to  trying  to  es- 
tablish some  det'ree  of  equity  and  fair-- 
nesi  in  the  code. 

In  addition  to  that,  we  could  see 
with  some  of  our  growth  figures  *hat 
there  were  additional  incentives  thai 
might  be  provided  in  the  code  to  guar- 
antee that  we  would  have  mor'^  dy- 
namic economic  growth,  that  we  could 
have  increased  job  creation  and  the 
fringe  benefit  of  that,  of  course,  is 
more  people  employed,  and  thus  a 
greater  revenue  base  for  the  Govern- 
ment not  that  increasing  re\'enues  in 
this  town  was  the  objective,  but  clear- 
ly this  would  be  a  desirable  objective, 
too:  so  simplicity,  fairness  and  growth 
were  kind  of  the  code  words  that  at- 


tended the  President's  legitimate  call 
for  a  revision  of  the  code  that  would 
address  these  thre^  fundamental 
points. 

Unfortunately,  somewhere  on  the 
way  to  tax  reform  we  made  a  detour. 
We  made  a  detour  not  necessarily,  I  do 
not  think,  because  Members  conscious- 
ly wanted  to  depart  from  the  guide- 
lines that  the  President  had  set  forth 
to  open  up  the  parameters  of  the 
debate,  but  in  the  nitty-gritty  of 
trying  in  a  climate  of  intense  pressure 
to  produce  a  comprehensive  sweeping 
reform  of  the  entire  code,  inevitable 
political  concessions  ended  up  being 
made.  In  fact,  that  finally  resulted  in 
the  conferees  back  in  August  of  this 
>-ear  '•eporting  out  a  document  that 
they  hac  never  seen,  a  documenr  in 
fact  that  did  not  exist,  a  document 
that  I  have  been  told  is  still  in  the 
process  of  terhnicaJ  revision  righi  noti- 
on the  eve  of  our  having  to  vote  on 
this  tax  bill  tomorrow. 

The  document  produced  two  vol- 
umes, weighi5  volumes  here,  the 
report  of  the  managers,  thf>  interpre- 
tation of  the  managers  and  the  bill 
i  .self  coming  to  som.e  2.{K)0-odG  pages. 
That  scarcely  represents  lax  reform  11 
you  are  talking  about  simplicity  of  the 
code. 

As  my  distinguished  colleague  from 
Texas  is  prepared  to  comment,  I  would 
like  in  fact  to  invite  the  gentleman  to 
tell  all  of  our  colleague.s  just  exactly 
what  lie  was  told  by  the  professionals 
who  had  work  with  tne  cede,  and  I 
happily  yield  to  the  gentleman  from 
Texa."?. 

Mr.  ARCHER.  Mr.  Speaker,  if  the 
gentlem.an  will  yield,  m.any  of  the  pro- 
fessionals who  have  helped  put  this  to- 
gether and  have  done  I  think  a  very 
good  job  considering  the  pressures 
that  they  have  been  under  have  seri- 
ous misgivings  about  the  wOi-kability 
of  many  of  these  provision^;. 

They  in  addition  recog.tize  tne  haste 
by  which  it  was  put  together  h&&  left 
many  ends  untied  and  actually  mis- 
statements that  will  go  into  the  law 
compared  to  what  was  intended. 

The  point  I  wanted  to  make,  though, 
and  I  thank  the  gentleman  for  yield- 
ing, is  that  these  2,000  pages  of  this 
document  will  not  be  the  new  law. 
The\  will  be  added  to  the  existing  law 
and  will  not  replace  the  existir.tr  law. 

The  existing  law,  as  I  mentioned  tlie 
other  night,  is  something  like  3.837 
pages;  so  this  will  be  added  to  that  to 
make  a  much  more  complex  body  of 
law,  not  to  speak  of  the  IRS  regula- 
tions, the  massive  IRS  regulations 
that  will  have  to  come  in  the  after- 
math of  this  and  have  to  be  digested 
for  people  to  understand. 

Now,  let  us  quickly  sa\'  yes.  there  is 
simplicity  in  this  new  reform  bill  for 
those  people  who  are  dropped  from 
the  rolls,  those  low-income  people  who 
already  have  the  simplest  return  to 
file  will  not  have  to  file  a  return  at  all; 


but  you  could  say  the  same  thing 
about  the  system  today,  that  an  indi- 
vidual who  does  not  have  to  file  a 
return  has  a  simpie  return  under  the 
current  code. 

The  question  is.  What  is  going  to  be 
the  impact  on  those  people  who  have 
to  continue  to  file  a  return? 

I  thank  the  gentleman  for  yielding. 

Mr.  CRANE.  Mr.  Speaker,  I  thank 
the  gentleman  for  his  contribution.  I 
would  wholeheartedly  concur  that  we 
moi  the  criterion  of  simplification  for 
6  million  who  never  should  have  been 
on  the  tax  rolls  anyway  If  we  had  had 
indexation  of  the  Tax  Code  over  the 
past  50  years.  They  are  people  who  are 
workers  in  such  kiw-income  brackets 
that  the}'  should  be  encouraged,  not 
discouraged,  by  application  of  the  Tax 
Code  and  in  part  because  of  the  dete- 
rioration of  the  purfhasing  power  of 
trte^  dollar  and  bracket  creep  thei,e 
people  ended  up  f.s  taxpayers,  but  that 
is  abou;  the  extent  of  tax  simplifica- 
tion, because  as  my  colleague  from 
Texas  notes,  the  truth  of  the  matter  is 
this  has  created  an  infinitely  more 
complicated  body  of  law 

I  think  something  for  folks  to  recog-' 
nize  is  that  back  in  1984  we  pi.vsed  a 
relatively  modest  .S5(i  billion  tax  in- 
crea.se  over  a  3-year  period  and  I  read 
r.^cently  where  one  paragraph  of  that 
1984  law  has  already  produced  126 
pages  of  interpretations. 

Now,  I  made  the  statement  at  the 
time  we  debated  the  House  \ersion  of 
thi."-  so-cared  tax  refonn.  if  that  is  the 
case  this  Chamber  will  not  accomrtio- 
date  ovei  the  next  25  years  the  body 
of  interpretations  that  will  be  applied 
to  what  we  are  conlempleting  here  to- 
morrow. 

This  is  another  disturbing  aspect  of 
engaging  in  something  so  sweeping 
and  so  complicated  and  so  little  under- 
stood as  'Lhis  is. 

The  tri'th  of  the  matter  is.  there  will 
not  be  a  single  Member  of  this  bod^■ 
who  will  have  read  the-e  documents 
wlien  we  are  asked  to  vote  on  then',  to- 
morrow anymore  than  the  conferees, 
the  people  responsible  for  reconciling 
House  and  Senate  differenr  es  had  any- 
thing to  look  at  when  they  cast  their 
vote  last  August.  There  wat;  no  docu- 
ment. 

We  have  the  document  now  and  con- 
sidering the  time  constraints,  e"en  if 
one  were  to  sit  up  the  remainder  of  to- 
night in  anticipation  of  that  debate  to- 
morrow, there  is  not  going  to  be  any 
Member  who  has  read  it.  and  that  is 
not  as  disturbing  as  it  sounds,  because 
we  would  not  understand  it  if  we  read 
it  anyway. 

Mr.  PRENZEL.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr  CRANE.  I  am  happy  to  yield  to 
the  gentleman  from  Minnesota. 

Mr.  FRENZEL.  On  that  matter,  Mr. 
Speaker,  I  would  like  to  state  that  it  is 
no  pleasure  for  the  gentleman  to  come 
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here  late  at  night  and  address  empty 
chairs,  but  the  gentleman  is  doing  this 
body  and  the  country  a  great  service 
for  letting  our  Members  know,  if  they 
choose  to  watch  or  to  read  that  which 
we  say  and  do  here  tonight,  some  of 
the  things  that  are  wrong  with  this 
tax  bill. 

The  bill  has  been  promoted  as  being 
an  unvarnished  advantage,  an  unre- 
strained asset.  There  zie  some  good 
things  in  it,  but  the  gentleman  has 
pointed  out  correctly  that  the  prepon- 
derance of  disadvantage  far  outweighs 
the  advantage  in  the  bill. 

The  people  in  the  Congress,  like  the 
gentleman  from  Illinois  who  carry  the 
burden  of  knowledge  of  what  is  in  this 
bill,  are  willing  to  spend  the  time  to 
inform  empty  chairs  and  others,  we 
hope,  of  the  things  that  are  clearly 
wrong  in  this  bill  and  are  the  reasons 
why  it  should  not  be  supported. 

I  thank  the  gentleman  for  taking 
the  time  to  do  it. 

Mr.  CRANE.  Mr.  Speaker.  I  thank 
the  gentleman  for  his  contribution 
and  for  his  hours  of  labor  in  behalf  of 
trying  to  sift  through  to  determine 
just  exactly  what  it  is  we  are  going  to 
be  asked  to  render  a  judgment  on  to- 
morrow. 

I  think  there  are  no  individuals  who 
have  devoted  more  time  trying  to  un: 
derstand  what  is  contained  in  these 
two  documents  more  than  my  distin- 
guished colleagues  from  Minnesota 
and  Texas;  yet  for  all  of  that,  we  will 
be  years  in  learning  what  hidden  little 
things  may  be  in  there. 

There  was  the  case  in  point  of  the 
article  in  the  New  Republic  of  a  little 
provision  in  that  code  on  like  page  646 
and  it  was  paragraph  842.  or  whatever, 
subparagraph  (H),  subparagraph  4, 
dealing  with  the  constriction  of  tax 
exempt  municipal  bonds  and  said  that 
there  would  be  this  restriction,  except 
for  those  communities  that  met  the 
criteria  contained  in  section  235,  sub- 
section (B),  subsection  5,  and  so  you 
jumped  a  hundred  pages  back  in  the 
bill  and  here  it  said  the  exception  to 
this  restriction  would  be  communtites 
of  2Vi  million  or  more,  and  as  the  New 
Republic  said,  and  they  added  an 
American  baseball  team  facetiously, 
that  they  noted  that  brought  us  down 
to  three  cities.  Now  we  are  talking 
about  New  York  City,  Chicago,  and 
Los  Angeles. 

Then  there  was  another  provision 
that  said  they  must  also  conform  to 
the  guidelines  contained  in  section 
1022,  subsection  (G),  subsubsection  4. 
and  so  you  jump  175  pages  forward  in 
the  bill  and  here  it  explained  that 
these  cities  had  to  be  in  States  that 
ratified  a  new  constitution  in  the  pre- 
cise way  that  my  home  State  of  Illi- 
nois did. 
As  a  result,  even  if  you  go  through 

this  bill,  unless  you  are  a  Sherlock 

Holmes,  you  cannot  necessarily  know 

what  all  these  references  are  alluding 


to.  I  do  not  know  how  much  may  be  in 
there.  I  am  sure  tax  sleuths  will  Work 
their  way  through  that  bill  at  some 
future  date  and  we  may  find  all  kinds 
of  unrevealed  goodies  and  dispensa- 
tions for  certain  interests  that  found 
their  way  into  the  bill. 

Maybe  one  might  legitimately  argue, 
well,  that  is  politics,  that  is  the  way 
you  develop  a  consensus.  You  have  got 
to  make  concessions  to  this  group  and 
that.  All  I  am  suggesting  is  that  there 
is  more  in  this  bill  than  meets  the  eye. 

In  fact,  in  making  reference  to  more 
than  meeting  the  eye,  to  reassure  our 
colleagues  that  this  is  not  a  partisan 
issue,  the  Democratic  Study  Group 
prepared  a  document,  a  special  report 
on  the  tax  agreement,  pluses  and  min- 
uses. In  going  over  some  of  the  min- 
uses in  the  bill,  I  have  got  to  commend 
the  research  talent  of  the  DSG  for  fo- 
cusing on  some  of  the  things  that  we 
have  been  alluding  to  in  previous  de- 
bates on  the  subject. 

The  sales  tax  deduction,  as  we  know 
and  probably  most  of  our  colleagues 
are  aware,  this  measure  repeals  the 
itemized  deduction  for  State  and  local 
sales  taxes.  The  unfortunate  aspect  of 
this  is  that  not  all  States  tax  the  same 
way.  We  have  a  State  income  tax  in 
our  home  State  of  Illinois  and  that  is 
deductible,  the  State  income  tax,  but 
in  States  that  have  not  resorted  to 
income  taxes,  as  our  colleague  from 
Washington  who  was  in  the  well  earli- 
er made  reference  to,  those  States 
have  relied  instead  on  sales  taxes  and 
excise  taxes.  Because  of  the  absence  of 
a  Stats  income  tax.  they  have  been 
able  to  get  constituent  support  for 
higher  sales  taxes  than  we  have  in  my 
home  State,  but  none  of  those  taxes 
are  going  to  be  deductible. 

In  addition  to  that  the  consumer  in- 
terest deduction  is  another  thing  that 
the  DSG  report  focuses  on.  They 
noted  that  these  consumer  interest  de- 
ductions will  be  eliminated  under  the 
provisions  of  this  new  code. 

Now.  stop  and  ask  yourselves  the 
question,  who  in  our  society  is  most  in- 
clined to  be  taking  advantage  of  con- 
sumer interest  deductions?  I  will  argue 
and  I  think  I  can  easily  generate  the 
proof  of  this  point  that  people  with 
lower  incomes  are  the  ones  who  tend 
to  be  those  who  buy  on  time. 

D  1950 

The  wealthy  in  our  society  do  not 
have  to,  and  the  not  so  wealthy  do  not 
have  to. 

I  was  indoctrinated  as  a  youngster  to 
believe  that  it  was  improper  to  take  on 
debt.  My  wife  and  I  had  to  in  the  pur- 
chase of  our  house,  but  otherwise  we 
delayed  our  gratifications,  whether  it 
was  purchase  of  furniture,  appliances, 
or  even  automobiles,  until  we  had  the 
cash.  But  we  are  living  in  a  different 
society  in  the  post-World  War  II  era. 
and  there  are  many  people  out  there, 
working  people  in  lower  income  levels. 


who  are  the  beneficiaries  primarily  of 
the  consmner-interest  deduction.  They 
are  going  to  feel  a  great  deal  of  pain  as 
a  result  of  losing  that  in  this  code. 

We  made  mention  before,  but  it 
bears  repeating,  of  another  provision 
in  this  tax  change,  that  dealing  with 
apartment  housing  and  renters.  Once 
more,  who  tend  to  be  the  renters  in 
our  society?  People  in  lower-income 
brackets,  that  tend  to  rent.  By  chang- 
ing the  treatment  of  passive  losses  and 
the  encouragement  of  investment  in 
the  construction  of  multifamily  hous- 
ing, the  projections  are  that  there  will 
be  a  halving  of  the  construction  of 
multifamily  housing  next  year,  which 
will  impact  on  the  building  and  con- 
structions trades,  but  aside  from  that, 
it  is  going  to  create  a  smaller  pool  of 
available  rental  space,  and  the  demand 
will  continue  to  go  on  as  it  has.  and 
this  can  only  have  the  consequence 
that  Martin  Feldstein  referred  to  in  an 
article  which  he  did  on  this  subject  of 
pushing  the  rents  of  these  apartments 
up. 

He  is  projecting  a  10-  to  15-percent 
increase  in  rents  next  year  alone.  He 
noted  in  his  article  that  the  couple 
making  $25,000  a  year  and  paying  $500 
in  monthly  rent  may  enjoy  a  $20-a- 
month  reduction  in  their  taxes,  but 
they  can  anticipate  a  $50-  to  $75-a- 
month  increase  in  their  rents.  So  once 
more,  how  have  we  provided  for  the 
low-income  in  our  society,  or  middle- 
income,  not  to  mention  the  ability  to 
use  your  Visa  card  and  put  your  house 
up  as  collateral  if  you  are  a  homeown- 
er and  get  a  line  of  consumer  credit 
that  is  deductible?  Again,  that  oppor- 
tunity is  denied  to  that  individual  who 
rents. 

Mr.  ARCHER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  CRANE.  I  yield  to  the  gentle- 
man from  Texas. 

Mr.  ARCHER.  I  thank  the  gentle- 
man from  Illinois  for  taking  this  time 
tonight  and  giving  us  an  opportunity 
to  further  explain  some  of  the  aspects 
of  this  bill. 

The  gentleman  touched  on  two.  in 
the  denial  of  consumer  interest  and 
the  increase  that  can  be  expected  in 
the  cost  of  rents  for  those  who  live  in 
apartments. 

The  chairman  of  our  committee,  the 
gentleman  from  Illinois  [Mr.  Rosten- 
KowsKi].  said  on  national  television 
during  an  interview  with  Peter  Jen- 
nings at  halftime  on  the  football  game 
on  Sunday,  in  answer  to  a  question, 
that  yes,  rents  could  go  up  under  this 
bill.  So  it  is  not  just  those  of  us  who 
have  the  great  concerns  about  the  bill 
who  are  saying  this,  even  those  who 
are  proponents  of  the  bill  talk  about 
increased  rents. 

It  is  an  interesting  thing.  There  is  an 
interrelationship  between  the  con- 
sumer interest  in  increased  rents  that 
is  a  terrific  disadvantage  and  discrimi- 


e 


September  2k,  1986 


CONGRESSIONAL  RECORD— HOUSE 


ver-mcome 
By  chang- 
:  losses  and 
sstment  in 
mily  hous- 
t  there  will 
Tuction  of 
ear,  which 
g  and  con- 
from  that, 
ler  pool  of 
he  demand 
it  has,  and 
Dnsequence 
•ed  to  in  an 
>  subject  of 
apartments 

15-percent 
■  alone.  He 
the  couple 
laying  $500 
)y  a  $20-a- 

taxes,  but 
I-  to  $75-a- 
its.  So  once 
led  for  the 

or  middle- 
e  ability  to 
your  house 
I  homeown- 
imer  credit 
thai  oppor- 
ividual  who 

Ler,  will  the 

the  gentle- 


unittee,  the 

^r.  ROSTEN- 

,1  television 

Peter  Jen- 

otball  game 

a  question, 

)  under  this 

;  of  us  who 

tout  the  bill 

those  who 

talk  about 


nation  against  the  individual  who  has 
to  rent  and  does  not  own  his  own 
home,  because  if  you  own  your  own 
home,  as  the  gentleman  mentioned,  he 
has  the  opportunity  under  some  of  the 
new  creative  financing  that  is  already 
being  planned  to  go  down  and  take  a 
second  mortgage  on  your  home  and  be 
issued  a  special  credit  card.  You  can 
then  take  that  credit  card  and  buy  any 
consumer  item  that  you  wish,  and 
deduct  the  interest  on  your  purchase. 
But  the  individual  who  is  renting  an 
apartment  does  not  have  that  oppor- 
tunity. So  the  apartment  renter  is 
caught  on  the  first  hand  of  having  his 
rents  increased  beyond  the  amount  of 
his  reduction,  and  in  addition  not 
being  able  to  take  advantage  of  the  de- 
ductibility of  consumer  interest. 

I  thank  the  gentleman  for  giving  me 
an  opportunity  to  add  that  on. 

Mr.  FRENZEL.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  CRANE.  I  yield  to  the  gentle- 
man from  Miimesota. 

Mr.  FRENZEL.  Mr.  Speaker,  I  think 
that  this  is  a  very  important  point.  At 
the  beginning  of  this  discourse  those 
of  us  who  oppose  the  tax  bill,  repre- 
sented by  the  gentleman  from  Illinois 
[Mr.  Crane],  indicated  that  one  of  the 
advantages  of  the  tax  bill  is  that  it 
takes  lower  income  people  off  the  Tax 
Code  who  probably  never  should  have 
been  on  there  in  the  first  place,  and 
we  like  that  from  a  standpoint  of 
social  justice.  From  the  standpoint  of 
administering  the  Tax  Code  it  prob- 
ably is  not  efficient  to  collect  taxes 
from  many  of  them  anyway. 

The  kicker  is  the  Martin  Feldstein 
statement  that  the  gentleman  from  Il- 
linois mentioned.  That  is,  your  rate  of 
increase  in  rent  is  likely  to  be  twice 
the  rate  of  reduction  of  your  taxes, 
and  the  hard-dollar  increase  in  rent  in 
the  case  noted  is  probably  an  average 
case.  So  the  consumer— the  renter,  in 
this  case— is  going  to  find  that  his 
rental  increase  is  twice  as  many  dol- 
lars as  his  tax  cut.  Therefore,  while  we 
concede  the  fact  that  it  is  good  to  get 
lower  income  people  off  the  tax  sched- 
ule, we  would  argue  very  strongly  that 
it  is  not  a  very  good  idea  to  take  them 
off  the  tax  schedule  by  means  of  rais- 
ing their  rent  by  twice  as  much  as 
they  saved  in  taxes. 

Mr.  CRANE.  I  thank  the  gentleman 
for  that  contribution. 

Mr.  Speaker,  let  me  touch  upon  an- 
other aspect  of  this  bill  that  certainly 
affects  many  interests.  I  attended 
graduate  school  after  I  got  out  of  the 
Army,  and  got  married  at  about  the 
same  time.  My  wife  and  I  were  John- 
son poverty  cases  by  definition. 

I  was  fortunate  in  that  beyond  my 
GI  bill  I  also  was  able  to  secure  a 
scholarship.  That  scholarship  went 
very  far  in  those  days  toward  putting 
food  on  the  table  and  helping  to  pay 
the  rent  and  commuting  expenses.  But 
under  the  provisions  of  this  bill,  schol- 
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arships  now  can  be  taxed  above  and 
beyond  what  is  strictly  confined  to  tui- 
tion and  fees.  This  seems  to  me  once 
more  to  be  coimterproductive.  Obvi- 
ously these  scholarships  are  awarded 
to  assist  people  in  need,  and  here  we 
have  taken  another  backward  step. 

There  is  yet  another  provision  In 
this  code  affecting  education,  and  I 
was  discussing  it  with  some  alumni  of 
my  alma  mater,  Hillsdale  College  up  in 
Michigan.  It  has  to  do  with  the  treat- 
ment of  the  contributions  of  people  to 
support  their  alma  maters.  Under  the 
provisions  of  this  code,  if,  for  example, 
you  bought  stock  at  $50  a  share,  and 
that  stock  is  now  worth  $1,000  a  share, 
and  you  want  to  contribute  that  to 
your  local  university  or  your  alma 
mater,  you  can  only  deduct  it  on  the 
basis  of  what  you  originally  paid  for 
the  stock,  $50  a  share,  even  though 
the  current  value  may  be  $1,000  a 
share. 

Some  of  the  folks  who  were  present 
said,  "Well,  what  can  you  do?" 

I  said,  "Well,  what  you  can  do  is  sell 
the  stock  at  today's  value,  $1,000  a 
share.  Unfortunately,  most  of  those 
people  will  take  a  33-percent  capital- 
gains  whack.  In  other  words.  Uncle 
Sugar  is  going  to  take  a  third  of  your 
contribution  to  your  alma  mater  or  to 
your  local  university  or  college. 

Again,  with  all  of  the  efforts  that  we 
have  made  to  pour  money  into  the 
promotion  of  education,  it  seems  that 
this  is  a  backward  movement  in  terms 
of  arriving  at  the  objectives  that  we  all 
believe  in,  and  it  is  certainly  not  what 
I  think  the  overwhelming  majority  of 
the  Members  intended  to  do  in  once 
more  pursuing  those  goals  of  fairness 
and  simplification  and  growth. 

In  addition  to  that  is  the  marriage- 
penalty  deduction.  That  special  deduc- 
tion was  designed  to  help  offset  the 
marriage  penalty  for  the  two-earner 
couples.  That  has  been  repealed  in 
this  legislation.  That  has  been  a  hot 
issue  that  we  have  debated  about  for 
years,  about  the  fundamental  inequity 
of  penalizing  people  for  marriage. 
Once  more  we  are  taking  a  backward 
step  in  a  counterproductive,  unfair 
way. 

Mr.  FRENZEL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  CRANE.  I  yield  to  the  gentle- 
man from  Minnesota. 

Mr.  FRENZEL.  Mr.  Chairman,  I 
want  to  go  back  to  gifts  of  appreciated 
property  to  charities,  and  indicate 
that  an  association  of  colleges  and  uni- 
versities hired  a  study  group  to  deter- 
mine how  much  this  feature  would 
cost  them  in  assets  which  might  be 
otherwise  given  to  them.  Over  the  5- 
year  period  the  amount  was  $600  mil- 
lion. 

D  2000 

That  is  peanuts  in  the  total  scope  of 
this  multibillion  dollar  bill.  But  to 
your  local  college,  or  the  one  you  at- 


tended, or  your  land  grant  college 
which  will  be  denied  the  gift  of  appre- 
ciated stock,  of  the  business,  of  the 
fanner,  or  friends  of  those  institutions 
who  may  want  to  contribute,  this  will 
be  a  real  death  blow  to  take  $600  mil- 
lion out  of  the  function  that  most  soci- 
eties consider  to  be  the  highest  and 
most  noble  within  that  society.  Why 
in  heaven's  name  would  we  hurt 
higher  education  for  the  tiny  revenue 
costs  of  a  few  hundred  million  dollars, 
which  is  absolutely  inconsequential  in 
the  total  scheme  of  this  bill? 

The  answer  is  that  this  feature  is 
simply  mean-spirited,  and  really  does 
nothing  to  help  lower  the  rates.  All  it 
does  is  spread  some  of  the  suffering 
around  and  retards  the  function  of 
higher  education. 

Mr.  CRANE.  I  thank  the  gentleman 
for  his  contribution  again. 

Yet  another  area  of  losses  for  ordi- 
nary taxpayers  spelled  out  by  the 
Democratic  Study  Group's  report  on 
this  tax  bill  is  the  medical  expense  de- 
duction. Medical  expenses  are  a  terri- 
ble thing  and  no  one  likes  to  contem- 
plate ever  being  confronted  with 
them.  But  we  had  the  misfortune  of 
having  a  daughter  involved  in  a  terri- 
ble auto  accident  a  couple  of  years  ago 
and  larger  than  usual  medical  ex- 
penses, something  that  every  family  at 
one  time  or  another  is  probably  con- 
fronted with.  We  allocate  huge  sums 
of  money  to  provide  for  health  care, 
and  we  have  all  noted  that  the  deduc- 
tions under  Medicare  have  increased 
through  the  years,  and  as  a  conse- 
quence it  has  made  it  increasingly  dif- 
ficult for  individuals  to -take  care  of 
their  health  care  needs. 

Once  more,  this  bill  moves  in  the 
wrong  direction.  Under  existing  law 
taxpayers  can  take  an  itemized  deduc- 
tion for  medical  expenses  in  excess  of 
5  percent  of  their  adjusted  gross 
income.  This  conference  agreement 
moves  that  up  50  percent,  to  7  Mi  per- 
cent of  adjusted  gross  income.  I  think,, 
again,  with  the  best  of  intentions,  I  am" 
sure,  this  tax  bill,  in  its  zeal  to  achieve 
at  any  and  all  costs  the  goal  of  reve- 
nue neutrality,  neglected  in  the  proc- 
ess consideration  of  fairness  or  sound 
social  policy. 

In  addition  to  this,  there  is  another 
inadvertent  provision  in  here.  Under 
existing  code  we  have  an  extra  person- 
al exemption  for  the  elderly,  and  this 
measure  repeals  the  additional  person- 
al exemption  for  the  elderly  and  the 
blind.  How  consistent  is  this  with 
sound  social  policy?  Once  more,  I 
would  argue  in  the  determination  to 
achieve  revenue  neutrality  they  lost 
sight  of  proper  social  values  that  we 
have  recognized  through  other  aspects 
of  legislation. 

Yet  another  one  that  the  Democrat- 
ic Study  Group  focuses  on  as  losses  for 
ordinary  taxpayers  is  income  averag- 
ing. Income  averaging  may  not  be  that 
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defensible  for  people  in  a  lot  of  profes- 
sions, or  maybe  if  you  win  the  Illinois 
lottery  or  something  like  that.  But,  on 
the  other  hand,  you  take  the  plight  of 
the  American  farmer  today.  The 
American  farmer,  we  all  know,  has 
been  suffering  enormously  because  of 
world  prices  for  his  products.  We  have 
seen  a  fall  off  in  markets  worldwide 
for  our  agricultural  produce.  We  wit- 
nessed this  year  the  horrible  droughts 
in  our  Southeastern  States  where 
those  farmers  had  to  plow  under  the 
corn  that  they  planted  early  in  the 
spring.  In  my  home  State  of  Illinois, 
by  contrast,  we  had  adequate  rain  and 
sunshine,  which  blessed  our  farmers, 
and  they  came  in  with  the  most  enor- 
mous bumper  crop  in  the  history  of 
our  State.  Sad  to  say.  their  bumper 
crop  production  did  not  help  them. 
That  has  the  tragic  consequence  of  de- 
pressing farm  prices. 

That  farmer  is  one  who  more  than 
any  other  in  our  society  may  suffer 
through  a  number  of  lean  years  and 
then  suddenly  b'ei  a  good  year.  Under 
existing  Law,  he  can  average  out  his 
good  years  against  the  bad  years,  and 
'hus  reduce  >,is  total  'ax  consequence. 
And  U  anyone  id  deserving  of  preserva- 
tion of  income  averaging,  it  has  to  be 
the  American  farmer,  and  yet  that  was 
^stricken  :Vom  the  legislation  at  a  lime 
•vhen,  as  I  say  our  farmers  are  hurt- 
ing to  perhaps  an  unprecedented 
degree  since  t;:e  Great  Depre.ssion. 

If  that  werf  not  enough  :o  hit  the 
iarmer  with,  there  i?  repeal  oi  the  in- 
vestment tax  credit.  Farmmg  ..s  r^n  ex- 
tensive enterprise  today,  and  to  com- 
pete success:  uily  you  have  to  make 
major  .nves(m>;nts  :n  heavy  equip- 
ment. The  'armer  aloo  lost  that. 

The  capital  aaini  treatment  to  take 
.he  mdXimurr:  capital  gains  rate  from 
20  to  33  percent,  .ts  this  legislation 
loes,  orce  more  -.vorks  to  the  disadvan- 
tage jf  the  farmer  as  well  as  his  loss  of 
fiis  consumer  interest  deduction,  be- 
cause farmers,  iike  others,  do  purciiase 
on  time. 

Mr.  BRO'A'N  jf  Coioraao.  Mr. 
Speaker,  will  the  gentleman  yield? 

Mr.  CRANE.  I  am  hacpy  to  stela  to 
my  coileagii?  from  Colorado. 

Mr.  SRCvVN  of  Coiorado.  Mr. 
Speak-r,  I  thank  the  gentleman  tor 
yielding  and  want  to  commend  him  for 
taking  this  special  order  to  discu.ss  the 
tax  bill.  T  would  like  to  address  some 
inquiries  to  him.  \1  I  may,  if  the  gen- 
tleman is  willing. 
Mr.  CRANE.  Certainly. 
Mr.  BROWN  of  Colorado.  I  under- 
stand the  bili  does  away  with  different 
treatment  of  capital  gains.  Under  the 
old  law.  of  course,  capital  gains  were 
treated  with  a  different  tax  rate,  a 
better  tre'a,tment  than  ordinary 
income.  My  understanding  is  if  you 
have  capital  gains  now  that  they  are 
treated  just  as  ordinary  income. 

Would  the  gentleman  tell  me  what 
happens   with   capital   losses?   Would 


they,  under  this  treatment,  be  accord- 
ed as  a  deduction  against  ordinary 
income  just  as  gains  are  added  toward 
ordinary  income? 

Mr.  CRANE.  To  the  best  of  my 
knowledge,  and  I  will  stand  corrected 
by  either  of  my  two  colleagues  on  the 
committee,  capital  losses  are  still  de- 
ductible. 

Mr.  ARCHER.  If  the  gentleman  will 
yield,  capital  losses  will  be  treated  dif- 
ferently than  capital  gains.  Capital 
gains  are  treated  exactly  like  ordinary 
income  under  this  tax  reform  bill,  but 
capital  losses  have  neither  fish  nor 
fowl  characteristics.  They  will  not  be 
deductible  against  ordinary  income, 
even  though  capital  gains  are  treated 
as  ordinary  income,  only  to  the  extent 
that  they  exceed  $3,000  a  year.  So  if 
you  have  a  capital  loss  and  no  capital 
gain,  you  can  deduct  that  loss  up  to 
$3,000  as  your  ordinary  income.  If  you 
have  capital  gains,  obviously  you  can 
offset  a  capital  gain  by  a  capital  loss, 
dollar  for  dcilar.  But  if  you  have  a 
year  where  you  taKC  a  significant 
amount  of  capital  losses,  the  most  you 
can  take  against  your  other  ordinary 
income  ,s  53,000. 

Mr.  BROWN  of  Colorado.  If  I  under- 
stand what  the  gentleman  is  saying,  it 
is  that  if  you  have  a  gain,  the  Govern- 
ment wins  with  taxable  income,  and  if 
you  have  a  loss,  the  Government  .vins 
becau.se  it  Ii:nits  the  .imoun:  you  ran 
offset  fro.n  your  income? 

Mr.  AT-iCHER..  That  is  absolutely 
correct. 

Mr.  CRANE.  The  Government  w'ns: 
you  !osc. 

Mr.  3RCWN  of  Colorado.  So  vou 
could,  in  effect,  havie  ;i  rea'  "oss,  not  u 
paper  '.oss.  but  a  real  'os."f  on  capital 
?auis  ant'  only  be  able  to  deduct  .53,000 
ol  it  during  ;he  ye&r,  and  lOt  the 
other  parts  of  your  reai  less.' 

Mr.  ARCHER.  In  fairnesp.  I  must 
?ay  that  you  are  entitled  lo  carry  that 
ioss  over  at  S3.000  a  "ear.  if  you  live 
long  enotij:!-,  you  lan  ultimately  per- 
haps take  advantage  of  it  But  at  the 
time  value  of  .noney.  it  shrinks  in 
what  it  is  worth  to  you. 

Mr.  BROWN  of  Colorado.  It  is  really 
kind  of  a  heaos-they-win.  'ails-you-lo.se 
kind  of  situation. 

Mr.  PRENZSL.  Will  the  lentieman 
yield  to  me? 
Mr.  CRANE.  Yes,  indeed. 
Mr.  FRENZEL.  I  think  the  flower  of 
our  Tax  Code  or  the  crown  ..ewel  in 
our  tiara  has  been  the  capital  gains 
lax.  We  have  been  able  to  stimulate 
investment  and  entrepreneurial  spirit 
in  the  United  States  through  that. 

As  far  as  I  am  concerned,  the  best 
tax  bills  I  ever  voted  for  were  in  1978 
and  1981  when  we  lowered  the  capital 
gains  tax  and  made  it  a  greater  differ- 
ential. Now.  in  this  bill,  the  gentleman 
from  Colorado  has  pointed  out  there  is 
no  more  capital  gains  tax.  The  only 
problem  is  you  lose  twice  if  you  have  a 
capital  loss. 


I  would  like  to  make  the  further 
point  that  most  capital  gains  in  our  in- 
flationary society  are  inflationary  and 
not  real  gains,  and  therefore,  what 
used  to  be  a  capital  gains  tax  was 
really  a  tax  on  capital.  Now  our  tax  on 
capital  has  become  a  regular  income 
tax  with  no  differential.  So  you  lose 
three  times  in  the  new  scheme  of 
things,  and  the  ultimate  losers  are  the 
people  of  the  United  States  because 
they  are  the  ones  that  are  going  to  see 
less  capital  accumulation,  less  savings, 
less  economic  activity,  less  jobs  as  a 
result  of  this  assault  on  the  capital 
gains  provision. 

Mr.  CRANE.  If  I  could  add  a  further 
point  to  this,  and  it  is  one  that  I  think 
all  of  our  colleagues  ought  to  take  to 
heart  and  consider  addressing  in  that 
first  improvement  or  corrections  bill 
that  this  body  coni,iaers.  in  this  meEis- 
ure  we  fail  to  index  capital  gains. 

::  2010 

And  they  are  treateu  as  regular 
income.  I  saw  a  report  the  other  aay 
that  if  you  had  put  $10,000.  m  116t>, 
into  the  Dow  Jones  averages  voday 
that  would  be  worth  S24.0C0;  but  if  it 
were  to  be  comparabie  in  value  to  the 
$10,000  you  initially  invested,  it  would 
have  to  ;.e  536.000. 

.As  a  result,  this  failvre  ro  index  cap- 
ital iiains  vhile  sim..;i:^r.eoii£iy  'reat- 
.ng  them  as  regular  income  is  one  of 
.he  major  'rr^mtaia' o  ie.icienties  that 
'  hopefuilv  this  oody  in  its  iminte 
wisdom  will  see  fit  to  remedy  as  quick- 
!y  as  've  can  reconvene  a  tax  panel,  to 
try  and  apply  any  corrective};  'f.  per-sh 
Lm  thought,  this  legislation  oasses  to- 
.Tiorriv;. 

Mr.  3ROWN  of  Colorado.  If  I  under- 
stand tne  *xample  the  gentleman  jus' 
gave,  in  that  circum.'rtance  .n  reai  dol- 
lars the  taxpavtr  v.ould  havt  had  i 
.-eai  ioss  of  .512.000  out  ae  would  oe 
taxed  a.s  if  he  had  had 'a  ^ar.i  Of 
?14.00(j. 

Mr.  CRANE.  Of  .S14.0C0:  'e.-.  Iiideed. 

Mr.  BROWN  oi  Colorado.  One  ether 
que.^ticn.   *■  I  mav  Mr.  S.ceaker. 

I  understand  that  this  bill  speaks  lo 
'ne  problem  of  offsetting  'larneJ 
income  with  passive  losses,  and  pre- 
vents—one 01  the  good  things  it  does  is 
it  prevents  or  stops  the  incentive  to 
invest  in  investment.?  that  will  lose 
-noney  on  the  paper  ba.5is  as  a  tax  gim- 
mick to  offset  earned  income. 

Let  me  a.sk  the  gentleman:  What 
about  passive  investments  that  ha\  e  a 
real  lo.ss?  Which  were  not  simply  en- 
tered in  for  tax  reasons  but  the  ir.vest- 
ment  unfortunately  turns  out  to  not 
do  well,  and  there  is  a  genuine  loss. 
How  are  those  treated? 

Mr.  CRANE.  That  taxpayer  cannot 
deduct  that  ioss  from  earned  income, 
from  wage.s,  salaries,  dividends,  inter- 
est, and  so  forth.  As  a  result,  he  is 
going  to  suffer,  and  in  fact  there  are 
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ramifications  of  this  that  go  beyond 
just  his  personal  suffering. 

A  lot  of  those  investments,  some  of 
them  as  the  gentleman  from  Colorado 
[Mr.  Brown]  has  already  indicated, 
may  have  been  entered  into  not  neces- 
sarily with  the  expectation  of  getting 
a  return,  hopefully  maybe  some  years 
out,  and  I  am  thinking  of  investments, 
say,  in  office  construction  and  certain- 
ly in  the  early  years  you  do  not  antici- 
pate having  a  65-percent  occupancy 
rate. 

That  taxpayer  currently  enjoyed  de- 
preciation of  the  property;  he  enjoyed 
his  losses,  the  deductibility  of  his 
losses  *'rom  regular  income;  it  was  a 
sheltered  investment. 

The  truth  of  the  matter  is,  I  have 
never  thought  highly  of  that  provision 
of  'he  code,  but  on  the  other  hand, 
what  is  so  incredibly  offensive  in  this 
particujar  tax  bill  we  have  under  con- 
sideration, that  man  is  going  to  be 
hammered  retroactively— it  is  not  a 
C3..?e  of  saying,  come  January  1  1987. 
we  are  going  :o  eliminate  those  oppor- 
tuiiities,  and  taxpayers  henceforward 
cannot  get  into  them.  That  ;s  a  retro- 
aclivp  appi'>?.p;on  cf  the  code  in  a  way 
where  ;t  may  have  oeei^  .\  legitimate 
investment  and  a  loss  was  sustained,  as 
you  indicited;  but  on  tne  other  hand 
n^vcn  if  1'  Wr^re  not  it  .s  inconscionabie 
to  appi:  new  .-uies  today  that  nave  a 
rtlroacii'.e  application. 

For  'zoodness  -sa'ies.  I  certainly  have 
tried  to  each  my  kids  to  keep  their 
'vord,  and  !  think  that  we  have 
i^.u'Ugh  of  a  credibility  problem  in  this 
town  and  .r.ore  sp"';ifA;aIly  in  this 
boo"  w:thout  suddenly  felling  folks' 
chat.  "Yr.u  abided  by  the  ruies,  you 
did  thr  iiorest  thing,  we  created  tiicie 
ground  r, :'£•.<=  »o  encourage  you  to  do 
rhr.t  sort  n^  thing,  but  row.  sucker, 
you  Tell  for  it  and  -ou  believed  us,  ana 
Wc  gor  \ai" 

T^e  fact  'f  the  matter  is  that  what 
many  are  anti(Mpa:.ing.  ;n  a  number  oi 
t.'iesf  <i.:ve:sLmenus,  is  that  those  indi- 
viduals, til]  faced  with  a  prospect  of 
i0.s.scs  on  ivitc  the  future  will  aefauit. 

Now.  A,ho  gets  "lammered  it  that 
occiirsV  I:  is  our  financial  m.sntutions. 
Chairman  Edwin  Gray  noted  that 
\.f:i-y  anricipai-e  over  the  next  13 
rQ'.;nths  rfjid  this  was  in  the  paper  just 
yesterday,  over  che  next  18  months, 
250  S&L  s  going  belly  up  in  this  coun- 
try, and  tliat  will  require  S26  billion  in 
Federal  savings  and  loan  insurance  to 
cover  the  losses  ,0  depositors,  and 
they  do  not  have  that  kind  cf  money. 

That  is  before  they  may  get  stuck 
holding  a  piece  of  proper;  y  that  some- 
one invested  in  and  walked  away  from. 
In  addition  to  that,  if  you  look  at  the 
barks,  the  Chairman  of  the  Federal 
Deposit  Insurance  Corporation  noted 
just  recently  tnai  the  number  of  trou- 
bled banks  has  gone  from  1,150  in  Jan- 
uary of  this  year  to  over  1.400. 

The  banks  are  feoing  to  be  left  hold- 
ing some  of  those  investments,  too: 


but  if  they  are  over  $500  million  in 
assets  they  are  also  going  to  get  ham- 
mered by  losing  their  bad  debt  reserve 
deduction. 

This  so  troubled  Chairman  Volcker 
and  even  the  F>resident,  who  communi- 
cated through  Secretary  of  the  Treas- 
ury Jim  Baker  to  our  distinguished 
chairman  of  the  Ways  and  Means 
Committee  that  "You  must  provide  a 
special  exemption  for  20  of  these 
banks  scheduled  to  lose  their  bad  debt 
reserve  deduction  because  of  their  fear 
that  they  were  on  the  verge  of  going 
belly  up  themselves." 

Imagine  what  kind  of  consternation 
that  might  create  when  the  FDIC  has 
exhausted  haif  of  its  reserves  just  to 
nationalize  Continental  Bank  in  Chi- 
cago, and  they  only  have  the  capabil- 
ity with  their  existing  reserves,  of 
taking  over  one  more  bank  of  that 
size. 

Mr.  ARCHER.  Mr.  Speaker,  will  the 
gentleman  vield? 

Mr  CRANE.  I  will  happily  yield  to 
the  gentler"iHn  from  Texas. 

Mr.  ARCHER.  Mr.  Speaker,  the 
irony  of  the  so-cailed  troubled  bank 
exception  which  ;,ou  mention,  that 
suppc.^ediy  will  help  20  banks  who 
have  75  percent  or  more  of  their  loan.s 
nonperforrnlng  is  like  Iryine  to  go 
after  he  norse  arter  he  is  cut  of  the 
barn. 

To  be  able  to  say,  "Now  jou  don't 
have  to  pay  ta:;cs "  is  nc  .-eai  benefit, 
because  they  are  not  in  i  taxable 
mode  anyhow:  ihey  are  m  -i  loss  mode. 
It  nught  very  veli  be  be'ter  for  t.hem 
to  recapture  their  reserves.  sJice  they 
would  pay  no  taxes,  sin.t:  ihcv  have 
tosses  only.  !■:  Is  of  no  b;nt  fit  to  them 
tc  say  '  No'W  you  can  J '-duct  ."or  loan 
iO.ss  reserves"  wiien  they  na\'t  nothing 
o  deduct  .t  a^ains'. 

The  rime  ycu  have  goi  to  do  'his  i.s 
•vhen  fhc  dank  us  still  "'.able  and  .still 
has  taxable  earnings,  in  order  to  be  a 
protection  for  the  lufure. 

3o  I  do  not  really  inv  ler.siand  ^v  ny 
the  so-called  troiioled  bank  exemption 
.'3  going  'o  really  bo  ihat  rt-lpfdl. 

Mr.  BROWN  of  Coloradf).  Mr. 
Speaiie»-  wiii  the  geiiiieM:in  yieid? 

Mr.  CRANE.  I  yield  to '.he  yentle- 
man  from  Colorado. 

Mr.  BROWN  of  Coioraco.  Mr. 
Speaker.  I  know  tiiis  bodv  "r.as  ex- 
pressed its  strong  belief  in  IRAa  as 
one  of  the  most  viable  .ind  important 
portions  of  the  tax  law  to  encourage 
savings;  I  'bonder  if  the  gentleman 
could  ad\ise  me  how^  the  conference 
committee  acted  on  our  request,  from 
this  body,  to  have  the  IRA  left  alone 
and  continued  as  it  had  been.^ 

Mr.  CRANE.  Well,  Mr.  Speaker.  I 
think  there  was  a  lot  of  sentiment  on 
behalf  of  trying  to  preserve  existing 
IRA"s.  The  conviction  from  the  outset 
was  that  we  probably  could  not  go 
along  with  the  President's— I  should 
not  say  we;"  I  am  using  the  editorial 
we.  We  were  in  favor  of  adding  spo'usal 


IRA's  for  nonworking  spouses;  what 
the  President  had  originally  called  for. 

IRA's,  I  think  the  President  clearly 
recognized,  were  one  of  the  best  things 
we  have  done  in  recent  changes  in  our 
Tax  Code.  The  fact  is,  28  million  fami- 
lies were  into  IRA's  last  year,  to  the 
tune  of  $250  billion. 

Now  we  arbitrarily  defined  what  is 
middle  income,  and  in  our  arbitrary 
definitions  in  conference.  We  said  that 
is  $20,000  to  $50,000.  And  yet.  under 
the  provisions  of  this  bill  on  a  joint 
return,  when  you  get  to  $40,000  the 
IRA's  start  phasing  out,  and  they  are 
totally  gone  by  $50,000. 

Well,  $40,000.  if  you  have  got  a  hus- 
band and  wife  working,  is  $20,000 
each.  So  once  more,  in  terms  of  ad- 
dressing the  concerns  that  the  com- 
mittee members  ostensibly  had  for  the 
middle  class,  they  just  barely  made 
the  first  rung  of  the  ladder  going  into 
what  they  defined  as  m.iddie  income  in 
their  treatment  of  IRA  s,  and  they 
also  drastically  reduced  401(k)  pro- 
grams. 

Mr.  ARCHER.  Mr.  Speaker  if  the 
gentleman  will  yieid  before  we  .nove 
off  the  IR.^'s,  the  example  that  ycu 
mentionr-d  of  a  couple,  ^z?h  making 
$20,000,  or  $22,000.  and  beginning  to 
iOse  their  IRA  s.  is  \'':r\'  ipt.  because 
over  50  percent  of  the  •i.enerits  cur- 
rently enjoyed  from  IRA  s  today  'v  11 
be  eliminated  by  rhe  i-estriciions  in 
'his  bill. 

So  less  than  50  percnii  of  ^he  bene- 
fits will  rc.na  .1  in  the  new  tax  reform 
Code  if  It  's  adopted. 

Mr.  CRANE.  If  !  may  add  one  fur 
th^*-  point,  Mr.  Speakt .-,  our  "olieague 
n  this  body  f.'-om  Virgmia  [Mr. 
St.Aur.HT.'f.R]  has  'ntrcduced  Ifs'^iatiOn 
whicl'  I  am  a  cc.<p<insor  rf  anc  could 
uot  embrace  more  .vholtheantdly 
ana  'liat  ^vouki  provide  a  meuical  IRA 
-o  that  oeopie  could  anticipate  -jrovid- 
Ing  tor  themseive.?  m  'lio-se  later  years 
o.*"  hfp  wli^n  they  arc  mo.st  nrone  to 
aosorb  huge  medica^  c':ppi;ses. 

It  was  another  !;ocd,  po.sitive  hu-d: 
lust  ;ike  the  creation  of  the  original 
ir,As.  ^nd  I  have  had  my  .staff  worK- 
ing.  before  this  tax  bill  ■•arr.e  up.  on  an 
iducational  IRA  that  you  could  take 
out  for  your  youngster  at  birth,  and 
•,vhen  he  reaches  18  or  college  age.  he 
could  .start  drawing  from  his  IRA  and 
pay  taxes  at  that  -ate  at  that  Mme 
and.  11  he  .•^aw  fit  not  to  go  to  college, 
.simply  convert  that  into  a  medical 
IRA  for  him  for  the  rest  of  his  life. 

C  2020 

These  were  sound  principles  encour- 
aging savings.  This  certainly  is  a  com- 
ponent of  that  third  criterion  the 
President  set  forth  that  he  wanted  to 
achieve,  namely  growth.  Yet  how  can 
you  argue  th£-i  you  are  promoting 
growth  when  you  hammer  IRA's?  You 
hammer  40Uk)'s,  you  take  maximum 
capital  gains  rates  from  20  percent  up 
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to  33  percent  and  you  eliminate  the 
dividend  exclusion?  It  is  working  di- 
rectly at  cross-purposes  with  what 
were  the  initial  objectives  that  we  all 
agreed  upon,  Democrats  and  Republi- 
cans alike.  This  was  not  a  partisan 
issue.  I  think  Chairman  Rostenkow- 
SKi  made  it  clear  after  the  President 
announced  his  original  intention  to  go 
for  these  objectives  in  sweeping  com- 
prehensive tax  reform,  and  the  chair- 
man, speaking  as  a  Democrat,  ac- 
knowledged that  those  were  objectives 
that  his  side  of  the  aisle  could  em- 
brace with  as  much  enthusiasm  £us  our 
side. 

Mr.  BROWN  of  Colorado.  I  thank 
the  gentleman  for  his  comments. 

Mr.  CRANE.  I  thank  the  gentleman 
from  Colorado  for  his  questions. 

Let  me  comment  on  just  a  couple  of 
other  provisions  contained  in  the  mi- 
nuses for  ordinary  citizens  contained 
in  the  Democratic  Study  Group's  pub- 
lication and  analysis  on  this  subject. 
This  has  to  do  with  unemployment 
compensation.  Unemployment  com- 
pensation payments  are  presently  non- 
taxable for  persons  with  relatively  low 
income.  The  conference  agreement 
makes  such  payments  fully  taxable.  If 
you  are  going  to  acknowledge  that  a 
person  is  hurting  and  suffering  to 
begin  with,  and  that  is  what  unem- 
ployment compensation  was  designed 
to  address,  then  why  do  you  come  in 
and  hammer  him  with  this  kind  of  a 
change  in  the  code  when  the  man  is  al- 
ready suffering  from  a  reduced  income 
and  may  yet  still  have  all  of  his  family 
obligations  in  front  of  him? 

In  addition  to  this.  Government  pen- 
sions; the  fact  of  the  matter  is  that 
the  treatment  of  Government  pen- 
sions by  not  permitting  a  person  to 
withdraw  what  he  initially  put  into 
the  program  in  terms  of  nontaxable 
dollars  in  the  early  years,  and  it  is  up 
to  3,  and  instead  to  combine  that  with 
his  Government  contribution  and 
make  it  taxable  and  spread  it  out  over 
a  period  of  time  almost  strikes  one  as 
cynical,  that  with  any  kind  of  luck  you 
are  not  going  to  live  long  enough  to 
get  the  money  out  of  there,  the  tax- 
free  money  that  you  contributed.  This 
is  not  just  Federal  employees.  This  ap- 
plies to  Federal  employees  back  in  our 
home  States,  policemen,  firemen, 
schoolteachers.  I  think  once  more  this 
is  a  gross  violation  of  equity  because  it 
was  made  retroactively  effective  as  of 
July  1  of  this  year.  I  would  not  make  it 
effective  as  of  January  1,  1987,  but  at 
the  very  least  it  should  be  for  those 
people  who  are  going  on  the  payroll 
and  who  can  now  anticipate  that  the 
groundrules  have  changed.  "If  you 
stUl  want  to  get  on  the  team  under 
those  circumstances,  fine."  But  for 
people  who  are  making  plans  in  antici- 
pation of  retirement,  this  is  a  pro- 
found dislocation. 

I  yield  to  the  gentleman  from  Texas. 


Mr.  ARCHER.  It  is  even  broader 
than  Federal  employees.  Federal  po- 
licemen, firemen  and  teachers;  it  is 
any  employee  who  has  made  a  person- 
al after-tax  contribution  to  his  own  re- 
tirement plan,  a  contributory  retire- 
ment plan.  So  it  will  pick  up  some 
people  in  the  private  sector  that  have 
been  a  part  of  that  type  of  plan  and  it 
will  cause  all  of  these  people  to  be 
double  taxed  on  at  least  a  major  por- 
tion of  their  contributions  into  that 
retirement  program.  To  me  that  is 
grossly  unfair. 

Mr.  CRANE.  Again,  if  one  looks  at 
the  criteria  set  forth,  this  measure 
does  not  live  up  to  the  charge  that  was 
"given  us  by  the  President  at  the  begin- 
ning of  this  whole  debate. 

I  know  that  there  are  components 
that  the  President  has  embraced  for 
years,  and  I  think  many  of  us  have, 
trying  to  move  in  the  direction  of  a  so- 
called  proportional  or  flat  tax.  Cer- 
tainly with  the  advertised  two-tier  rate 
level  of  15  and  28  percent— which  is 
misleading  because  there  is  actually 
yet  one  more  level— this  is  the  closest 
we  have  come  toward  moving  in  that 
direction. 

I  would  hope  that  this  debate  would 
continue  and  that  we  could  anticipate 
a  time  before  this  century  is  out  when 
we  do  establish  the  principle  of  pro- 
portional or  flat-rate  taxation. 

But  on  the  other  hand,  to  achieve 
those  seemingly  desirable  objectives  in 
this  document,  there  was  just  much 
too  much  that  was  sacrificed. 

I  think  in  trying  to  summarize  and 
put  into  some  context  the  conse- 
quences of  a  failure  to  embrace  this 
tax  reform  tomorrow,  one  must  recog- 
nize that  the  tax  debate  will  not  go 
away.  Even  if  this  is  passed,  we  are 
going  to  be  at  the  books  every  year 
doing  revisions  to  that  tax  bill  for  the 
next  several  years  and  maybe  each 
year  for  the  remainder  of  this  century. 

That  being  the  case,  in  the  event 
this  measure  is  not  adopted  tomorrow, 
it  does  not  mean  the  end  of  the  quest 
for  simplicity  in  the  code,  for  fairness 
in  the  Code,  and  the  progrowth  as- 
pects in  the  Code. 

These  are  all  objectives  that  we  will 
continue  to  pursue  and  in  fact  now 
that  we  have  generated  this  much  na- 
tional attention  and  focus  on  the 
issue.  I  think  the  clamor  will  increase 
on  the  part  of  the  individuals  to 
achieve  those  objectives. 

But  the  things  that  had  touched  off 
the  debate  initially,  that  had  people  so 
exercised  really  were  the  illustrations, 
as  I  noted  before,  of  injustices  where 
some  people  paid  taxes  and  others  did 
not.  and  trying  to  achieve  that  kind  of 
free  field  where  everyone  pays  a  fair 
share  which  can  be  accomplished 
through  a  proportional  or  flat  tax  on 
gross  income,  to  achieve  the  desired 
objective  of  encouraging  Americans  to 
save  and  invest. 


I  was  in  Japan  in  1981  with  the 
American  Productivity  Center.  Japan 
at  that  time  had  a  20-  to  25-percent 
rate  of  personal  income  going  into  sav- 
ings. Ours  was  down  about  3  percent 
at  the  time.  We  have  the  lowest  rate 
of  savings  in  this  country  of  any  of  the 
industrial  nations  of  the  world. 

The  Japanese  asked  us,  "Why  do 
you  tax  interest,  dividends  and  capital 
gains?"  They  said.  "That  would  cer- 
tainly provide  an  incentive  for  people 
to  save,  and  invest."  They  said,  "We 
learned  these  incentives  in  your  coun- 
try from  economists  at  the  University 
of  Chicago  who  said  it  is  counterpro- 
ductive to  tax  interest,  dividends  and 
capital  gains.  So  why  do  you  do  it?" 
Well,  we  did  not  have  appropriate  an- 
swers for  that  any  more  than  we  did 
for  some  of  the  other  questions  they 
asked  us  about  our  conduct  of  business 
in  this  country,  when  the  things  that 
they  were  doing  and  doing  very  effec- 
tively they  were  very  up-front  to  ac- 
knowledge they  had  learned  from  us 
in  the  first  instance. 

So  I  would  hope  that  looking  to  the 
future  because  of  the  generation  of  re- 
sponsible dialog  on  this  subject  of  the 
need  for  tax  reform,  that  we  could  go 
back  to  the  drawing  board  maybe  next 
year  and  analyze  the  advisability  if  we 
really  want  to  promote  growth,  en- 
couraging Americans  to  save  and  to 
invest  by  the  elimination  of  taxation 
of  interest,  dividends  and  capital  gains. 

That  antiquity  in  our  code  really 
goes  back  to  the  New  Deal  when  our 
tax  laws  were  designed  to  provide  dis- 
incentive for  saving  because  the  econo- 
mists reasoned  if  you  get  people  into 
savings,  you  are  not  going  to  have  an 
economic  recovery  from  the  Depres- 
sion. 

So  instead  they  provided  encourage- 
ment for  people  to  go  into  debt  and 
punished  you  for  saving. 

If  you  stop  and  think  about  it,  if  you 
take  an  after-tax  dollar  and  you  invest 
it  in  a  public  corporation,  when  that 
public  corporation  makes  a  profit,  that 
dollar  gets  taxed  twice.  Then  when  it 
makes  a  dividend  distribution,  that 
dollar  gets  taxed  a  third-time.  If  you 
sell  your  stock  and  enjoy  a  capital 
gain,  it  gets  taxed  a  fourth  time.  And 
the  ultimate  obscenity  is  when  you  die 
and  they  are  so  outraged.  Treasury, 
over  losing  you  as  an  ongoing  produc- 
tive taxpayer,  they  come  in  and  zap 
your  bereaved  spouse  and  loved  ones 
with  an  estate  tax.  Stop  and  think 
about  it:  five  hits  on  that  same  dollar. 
And  we  wonder  why  we  have  disincen- 
tives in  this  country  to  savings  and  in- 
vestment. 

Well,  these  are  subjects,  as  I  say,  for 
an  ongoing  debate  on  tax  reform.  Cer- 
tainly this,  as  I  noted,  is  not  the  end  of 
the  road  as  far  as  our  desired  objec- 
tives. I  am  confident  that  if  the  Ameri- 
can people  are  as  irate  on  some  of 
these   provisions   as   I   am   convinced 
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they  are,  and  if  they  are  not  yet,  they 
certainly  will  be  once  they  realize  all 
of  the  negative  impacts  of  this  tax  bill, 
our  colleagues  will  be  back  here  at  the 
drawing  boards  issuing  the  call  for 
comprehensive  tax  reform. 

I  yield  to  my  colleague  for  Texas. 

Mr.  ARCHER.  I  thank  my  colleague 
for  yielding. 

In  the  short  time  that  is  left  on  the 
special  order  of  the  gentleman,  I 
would  like  to  mention  what  the  rate 
schedules  are  for  individuals.  There 
seems  to  be  a  lot  of  confusion  about 
that. 

In  this  new  so-called  tax  reform  bill 
the  proponents  continue  to  say  day 
after  day  that  it  is  a  2-tier  rate  system 
with  a  top  marginal  rate  of  28  percent. 
They  compare  that  to  the  top  margin- 
al rate  of  50  percent  in  the  Code 
today.  I  wish  it  were  so.  It  does  not 
happen  to  be  true. 

I  have  communicated  with  the  tax- 
writing  experts,  the  staff  that  put  this 
bill  together  and  have  been  assured 
that  the  top  marginal  rate  is  33  per- 
cent, not  28,  and  for  a  single  individual 
that  top  marginal  rate  of  33  percent 
will  begin  on  every  item  of  taxable 
income  above  $43,500.  It  will  continue 
until  roughly  $150,000  and  then  the 
■  dollars  earned  over  and  above  that  will 
be  taxed  once  again  only  at  a  marginal 
rate  of  28  percent. 

So  there  are  4  tiers  when  this  is  fully 
implemented,  if  in  fact  it  ever  does 
become  fully  implemented— and  I 
would  like  to  speak  to  that— there  are 
4  tiers,  15,  28,  33,  and  back  to  28  again. 

Now,  that  is  in  the  year  1988  and 
years  beyond  if  in  fact  it  survives  that 
long. 

Many  of  my  colleagues  are  telling 
me  in  private  as  I  go  around  and  speak 
to  them  that  they  do  not  think  that 
rate  will  ever  take  effect  because  the 
rate  schedules  for  individuals  in  1987, 
next  year,  are  going  to  be  maximum  of 
38  Mi  percent  top  marginal  rate  with  5 
tiers  of  rates  on  income  leading  up  to 
that.  There  are  many  in  this  body  who 
today  believe  that  that  rate  system 
will  be  frozen  in  place  and  will  never 
be  permitted  to  go  in  1988  to  the  ulti- 
mate 15,  28,  33,  and  then  back  to  28. 

But  let  us  make  no  mistake  about  it, 
middle-income  Americans  if  they  are 
lucky  because  25  percent  in  1988  will 
be  getting  a  tax  increase  and  75  per- 
cent will  get  a  tax  decrease,  and  you 
do  not  know  until  you  look  at  your 
return  where  you  are  going  to  be  for 
sure;  it  will  be  a  much  bigger  percent- 
age in  1987  under  this  higher  five-tier 
rate  system  which  they  call  tempo- 
rary. But  the  return,  the  reduction 
will  be  so  small  that  it  will  be  a  matter 
of  a  dollar  or  $2  or  $3  a  week.  That 
will  be  eaten  up  in  their  paychecks  by 
Social  Security  tax  increases.  And  per- 
haps more  importantly,  in  those 
States  that  have  income  taxes,  the  in- 
creased State  income  tax  that  will 
occur  as  a  result  of  this  tax  reform  bill 


broadening  all  of  the  base  on  which 
the  States  levy  their  income  taxes,  will 
most  likely  eat  up  the  other  part  of 
their  so-called  tax  reduction. 

So  there  is  a  booby  trap  in  here  for 
the  individual  taxpayer  that  has  not 
been  talked  about  very  much.  Ulti- 
mately they  look  at  their  net  pay- 
check after  withholding  and  when 
their  State  income  tax  is  withheld  in  a 
higher  amount  and  when  Social  Secu- 
rity is  held  in  a  higher  amount,  the 
small,  small  reduction  that  they  might 
get  if  they  are  one  of  the  lucky  ones 
imder  this  bill  will  not  be  noticeable. 

So  I  think  it  is  important  for  people 
to  understand  precisely  how  they  will 
be  impacted  by  this  bill. 

I  thank  the  gentleman  for  yielding. 

Mr.  CRANE.  I  want  to  thank  my  dis- 
tinguished colleague  from  Texas  for 
his  contribution  and  especially  for  his 
communications  with  our  fellow  col- 
leagues, not  just  here  through  special 
orders,  through  explaining  at  various 
meetings  we  have  held  for  the  edifica- 
tion of  many  who  are  not  as  conver- 
sant as  he  is  on  the  tax  bill,  and  I  want 
to  thank  my  distinguished  colleague 
from  Minnesota  for  all  of  the  hard 
work  that  he  has  put  into  this  educa- 
tional effort. 

I  would  hope  that  our  colleagues, 
while  not  present  in  the  Chamber, 
some  of  them  may  have  listened  to 
some  of  the  arguments  that  have  been 
advanced  here  by  the  miracle  of  televi- 
sion. In  the  process  I  think  they  can 
develop  at  least  the  arguments  that 
are  valid  arguments,  that  if  they  feel 
any  political  pressure  to  do  a  bad  eco- 
nomic thing  that  defies  the  fundamen- 
tal call  for  tax  reform  based  on  sim- 
plicity, fairness  and  growth,  that  they 
will  be  well  armed  as  a  result  of  the 
contributions  my  distinguished  col- 
leagues have  made. 

Mr.  Speaker,  I  yield  back  the  bal- 
ance of  my  time. 


D  2035 
TAX  REFORM 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Under  a  previous 
order  of  the  House,  the  gentleman 
from  Texas  [Mr.  Archer]  is  recognized 
for  60  minutes. 

Mr.  ARCHER.  Mr.  Speaker,  I  would 
like  to  continue  with  the  colloquy  and 
the  presentation  that  my  distin- 
guished colleagues,  Mr.  Crane  of  Illi- 
nois and  Mr.  Prenzel  of  Minnesota, 
have  been  participating  in  over  the 
last  hour,  to  talk  about  a  few  more  of 
the  aspects  of  this  new  broad-base  tax 
reform  bill. 

This,  as  the  gentleman  from  Illinois 
has  shown,  is  the  2,000-page  document 
that  will  be  voted  on  tomorrow. 

Some  of  the  areas  which  have  not 
been  widely  heralded  are  how  the 
income  of  minor  children  will  be  taxed 
under  this  bill. 


If  you  have  a  minor  child  who  has 
been  given  property  by  any  relative  or 
by  any  friend  or  comes  as  a  bequest 
from  a  particular  uncle,  the  income 
off  of  that  property  is  rightfully  that 
child's.  It  cannot  in  any  way  be  used 
legally  by  the  parents.  And  frequently 
there  comes  to  minor  children  that  is 
income  producing  so  that  moneys  can 
be  laid  aside  for  their  educational  ex- 
penses. 

Under  the  current  law,  that  proper- 
ty is  taxed  under  a  separate  schedule 
by  an  individual  taxpayer,  namely  the 
minor  child.  Under  this  new  tax 
reform  bill,  irrespective  of  who  gave 
the  property  to  the  child,  the  income 
on  that  property  above  $1,000  is  going 
to  be  taxed  at  the  rate  of  the  parent, 
and  that  to  me  is  grossly  unfair.  It  pre- 
vents this  minor  child  who  has  no  say 
in  the  matter  whatsosever  from  being 
able  to  have  this  money  accumulate  at 
his  or  her  own  individual  tax  rate, 
which  would  perhaps  be  a  15-percent 
rate.  This,  I  believe,  is  a  major  change 
in  the  current  law  and  is  one  that  has 
not  been  spoken  to  before,  to  my 
knowledge. 

Mr.  FRENZEL.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ARCHER.  I  yield  to  the  gentle- 
man from  Minnesota. 

Mr.  FRENZEL.  Mr.  Speaker,  this  is 
an  important  point. 

Trusts  are  not  an  important  point  of 
the  tax  reform  bill.  They  did  not  bring 
in  a  lot  of  revenue  that  could  be  used 
to  lower  rates.  There  were  no  hearings 
on  this  radical  change  in  trust  tax- 
ation. The  Trust  Bar  and  others 
should  certainly  be  heard  on  this  sub- 
ject. 

Nevertheless,  for  no  reason  that  I 
can  determine,  we  accepted  a  change 
in  the  taxation  of  trust  income  in  the 
way  that  the  gentleman  has  described, 
and  suddenly  the  whole  world  of 
trusts  is  turned  upside  down. 

Now,  if  there  had  been  a  bonanza  to 
be  reaped  out  there  so  that  we  could 
lower  taxes,  maybe  it  would  make 
some  sense.  If  there  had  been  a  show- 
ing of  abuse,  that  people  were  shifting 
income  and  avoiding  taxation,  maybe 
it  would  have  made  sense.  There  was 
no  such  showing  at  any  time  within 
our  committee.  Nevertheless,  the  com- 
mittee went  ahead  and  simply  inte- 
grated this  into  the  tax  reform  bill,  al- 
though it  could  be  excised  without 
costing  more  than  a  few  cents  of  addi- 
tional revenue. 

Mr.  ARCHER.  I  thank  the  gentle- 
man for  his  comments. 

Mr.  Speaker,  I  yield  to  the  gentle- 
man from  Illinois. 

Mr.  CRANE.  Mr.  Speaker,  I  have 
been  informed  by  staff,  and  I  would 
like  for  the  gentleman  if  he  can 
answer  this  question  to  do  so,  if  you 
claim  any  children  as  dependents  now, 
you  must  get  a  Social  Security  or  tax- 
payer Identification  number  for  any 
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children  who  are  5  years  of  age  or 
older  and  include  that  number  on  your 
tax  return:  is  that  correct? 

Mr.  ARCHER.  The  gentleman  is  cor- 
rect, to  my  knowledge. 

Again,  this  is  an  additional  complex- 
ity that  many  people  today  have  not 
had  to  cope  with.  Obviously,  a  5-year- 
old  child  is  not  going  to  be  entering 
the  work  force,  and  people  are  not 
going  through  all  of  the  redtape  of 
going  down  to  the  Social  Security 
office  and  getting  a  number  for  thai  5- 
year-old  child. 

This  bill  will  require  it  if  they  are  to 
be  taken  as  a  dependent  on  the  tax 
return. 

Mr.  CRANE  If  the  gentleman  will 
yield  further  currently  if  a  chili  earns 
under  $,'?.560,  he  or  she  do<-s  noi  need 
to  file  a  retar::.  However  ar.der  tiiis 
bin,  if  the  chile'  earns  over  S500  arid 
hai  $1  or  niort:  oi  interes*:.  he  or  she 
must  nuw  fiie  a  return. 

Mr.  AnCHER.  That  is  nij  under- 
standing to  b""  part  oi  the  new  codr. 

Mr.  CRANE.  I  thank  the  gentlemar. 
for  yielding. 

Mr.  .ARCHER.  Or  the  proposed  new 
coae.  I  should  say. 

I  would  also  li :?  to  talk  abo'it  rr, 
other  area  that  particularly  concerns 
me.  That  is  for  those  people  who  a'-e 
active  in  operating  or  developing  rea! 
estate. 

For  some  strange  reason,  in  this  tax 
reform  bill,  those  people  who  actively 
pursue  this  as  a  business  arc-  'c^P.ted 
differently  than  an\-  other  business 
operation  in  the  United  States.  Those 
people  who  are  farmers,  those  peopl-^ 
who  operate  oil  wells,  those  people 
who  operate  retai'  stores,  those  people 
who  conduct  any  other  type  of  busi- 
ness can  take  their  business  Io.sses 
against  their  businesE  income.  But  th? 
individua'  v.tio  operates  and  owns  an 
apartment  house  cannot  laKr-  the 
losses  on  ai.ything  other  than  the 
rental  incomr  from  that  apartment 
house. 

If  that  individual  has  workinr  cap 
ital,  ha':;  money  in  tho  bank  drawing 
interest  that  is  needed  for  the  purpose 
of  operating  that  venture  that  .s  ar.  in- 
tegral part  of  that  business  operation. 
hr>  or  she  cannot  deduct  the  'osses 
again.st  that  income  unless,  of  course, 
it  is  under  S25.000  a  year,  and  then 
that  is  phased  out  at  a  higher  income 
level. 

This  is  highly  discriminatory  against 
tho.sf  who  happen  to  be  gainfully 
making  their  tiving  out  of  rental  prop- 
erty They  will  not  bt  able,  if  they 
happen  to  be  developinr;  real  estate  on 
one  hand  and  niaking  a  profit  on  it 
and,  on  thr  other  hand,  renting  prop- 
erty and  taking  a  loss,  be  able  to 
deduct  their  rental  losses  against  the 
profit  on  their  development  projects. 
This  is  clearly  discriminatory,  for 
what  reason  I  do  not  know,  againts 
one  particular  type  of  operation,  while 
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everybody  else  operates  under  differ- 
ent rule.*- 

Mr.  FRENZEL.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  ARCHER.  I  yield  to  the  gentle- 
man from  Minnesota. 

Mr.  FRENZEL.  The  source  of  the 
discrimination,  I  think,  is  quite  simple. 
When  the  Senate  was  fishing  for  a 
very  low  rate,  it  looked  around  as  to 
where  it  might  find  it.  It,  thought  it 
found  it  in  the  so-calied  passive  losses 
in  real  estate  investment.^,  but  found 
they  could  not  get  enough  money  that 
way.  So  they  merely  defmed  active 
managen'eni  as  being  passive  managr- 
menl.  It  wa.s  very  simple,  a  stroke  of 
the  pen,  totally  unfair,  inconsistent 
with  an>'  kind  of  rational  tax  policy, 
ana  it  was  an  exercise  in  money  grub- 
bint,  disad\antaging  a  certain  clas.s  of 
American  inve.^tor  and  ma.nager  for 
the  simf^ie  reason  that  they  needea 
more  money. 

They  had  n'.-eady  prohibited  short 
form  filers,  the  poo;-  people  of  the 
world,  from  taking  charitable  deduc 
tions.  They  had  already  hurt  educa 
tion.  They  had  already  begun  to  tax 
the  appreciated  valu-  of  charitable 
contributions  of  itemizers  Sc  vv^hat 
they  did  v  hs  simp.ly  in\ent  a  new  defi- 
nition which  was  an  "and'-finition  or  a 
oounterdefinilion.  Certainly  that  is 
one  of  the  things  that  is  going  to  con- 
tribute to  the  raising  of  rents  in  the 
United  States  and  the  shortage  of 
supplj  i;i  housing. 

I  thank  liie  gentleman  lor  bringing 
it  up. 

Mr.  ARCHER.  The  gentleman  has 
made  an  excellent  point,  and  I  thank 
him. 

I  must  say  that  this,  as  well  as  other 
provisions;  in  this  bill,  seems  to  be  pat- 
terned after  the  type  of  Tax  Code  that 
has  been  used  in  Mexico  for  the  last  30 
yeans.  I  am  sure  this  country  reallj 
wani.s  to  adopt  that  type  of  approach 
to  taxation,  because  in  Mexico  all  of 
th""-  variou.s  types  ol  endeavors  are  seg- 
mented ci!  anc  comnarimentalizfd  in 
dependent  ot  one  another,  anc*  losses 
from  one  cannot  be  taken  against 
income  from  another.  The  resuits  in 
Mexico.  I  must  say,  have  been  less 
than  sterling  over  the  last  3(;  years. 

I  do  not  believe  that  this  i.-;  in  the 
best  interests  of  the  long-:erm. 
progress  in  improving  the  ^standard  of 
living  of  the  people  of  the  United 
Stales  of  America. 

A.S  a  result  of  this  and  many  other 
things  that  v.'e  have  talked  about  over 
last  week.  I  will  tomorrow  at  the  end 
of  debate  offer  a  motion  to  recommit 
to  send  this  tax  bill  back  to  the  confer- 
ence committee  so  that  it  can  be  im- 
proved, so  that  it  can  be  a  true  tax 
reform  document,  so  that  most  of 
these  major  and  grievous  flaws  that 
r.re  in  it  will  have  an  opportunity  to  be 
corrected. 
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It  will  not  be  the  end  of  tax  reform 
if  my  motion  to  recomiiit  passes.  It 
will  be  perhaps  the  beginning  of  an  ac- 
complishment that  the  President  and 
I  and  most  Americans  really  would 
like  to  see  occur.  True  tax  reform  thai 
does  present  a  fair  document,  that 
does  present  f.  code  wnich  will  be  sim- 
pler than  the  current  code:  not  more 
complex.  One  that  takes  more  of  the 
risk  out  relative  to  the  economy  and  to 
the  jobs  of  people.  One  which  will  not 
disimprovc  our  competitive.ness  in  the 
world  marketplace,  and  one  which 
gives  us  an  opportunity,  truly,  to 
eliminate  the-'-isk  of  negat!\e  impact 
on  our  economy  ir.  the  short  term.  Be- 
cause the  risk  ol  los!r  i'l  this  bill,  in  my 
ODinion.  is  not  overcome  b.\'  thf:  chance 
of  gain. 

So  it  is  that  tomorrow  we  v  ill  debate 
and  we  will  vote  on  this  bill  The 
impact  on  millions  of  Americans  is'ai 
stake.  It  i.';  not  ?1!  bad.  If  it  passes,  it 
will  no.  be  the  '•nd  of  the  world  for 
the  Un'teu  Slates.  But  if  i;  can  be  im- 
p.'-o\ed   now  is  the  time  to  improve  it 

Some  say.  "Oh,  but  then  is  so  little 
time  left  in  this  session.  To  send  it. 
back  to  the  conference  comm'ttee 
would  be  the  death  kne'l  of  tax 
reform." .  Nothing  coul.i  be  farther 
Irom  t,he  truth.  We  have  ":3  nionth.s 
left:  over  o  month.s  left  in  this  session. 
Changing  the  current  co^e  in  an  im- 
proved way  is  an  important  r'iority. 
Overwhelmed  only  by  one  othe'-  in  my 
opinion  and  that  is  tlie  doficito.  That 
brings  me  to  my  la.*.l  point, 

7'his  bill,  at  the  best,  accrd'nc  to 
the  estimators,  will  exaceri.»ate  thv 
deficits  by  a  revenue  shortfall  In  1988 
of  S28  billion.  American*:  have  .spoken 
out  o\er  the  last  .several  years  as  to 
their  view  that  we  should  move  toward 
a  bah.n'-ed  budget.  They  have  spoken 
o\erwhelmingly.  Gramm-Rucman  was 
adopted 

If  this  bill  i.*;  embraced  as  it  current- 
ly is  revenue  estimated,  it  v/ill  most 
certainly  be  the  death  knell  for 
Gramm-Rudman's  eitort  to  move  this 
country  to  a  Ipalanced  budget  in  1988, 

I  thank  the  gentleman  for  partici- 
pating with  me.  I  thank  Mr.  Prenzei. 
and  Mr.  Cr-^ne. 

M.-.  Speaker,  I  yield  to  the  gentle- 
man from  MiiinesotR  [Mr.  Frenzel]. 

Mr.  FRENZEL.  I  thank  th^  gentle- 
man. 

Mr.  Speaker,  I  want  to  take  up  on 
the  point  Mie  gentle.mar  made  about 
the  extraordinary  shortfall  the  notch 
between  1987  and  1988  where  the  bill 
theoretically  goes  from  a  plus  $11  bil- 
lion to  a  minus  .'517  billion.  In  t.hat 
year,  according  to  the  best  revenue  es- 
timate.-;  that  we  can  get  at  this  lime, 
while  I  will  concede  they  are  the  best 
we  can  get,  I  am  not  sure  how  good 
they  arp. 

The  question  I  would  ask  is  the  gen- 
tleman has  followed  economic  testimo- 
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ny  on  this  bill  for  3  years.  Most  recent- 
ly, we  have  heard  from  the  Joint  Eco- 
nomic Committee.  My  understanding 
of  the  most  recent  testimony  of  many 
economists  is  that  not  only  is  the 
notch. there  but  probably  we  are  not 
going  10  realize  m  the  oiityears  the 
amount  of  money  that  our  estimators 
suggest  we  are. 

Can  the  gentleman  comment  on 
that,  pleare? 

Mr.  ARCHER.  Yes:  I  had  referred 
only  to  the  official  estimates  that  have 
accompanied  this  bill. 

Outside  economists,  five  oi-  which 
testified  before  the  Joint  Economic 
Committee  last  week,  said  that  it  was 
their  projection  thai  the  estimates 
were  $40  to  $.50  billion  too  high.  In 
other,  words,  that  over  the  5-year 
period,  there  would  be  a  revenue 
shortfall  of  $43  to  $50  billion.  If  Lhal 
went  equally  across  the  years,  that 
would  bt-  roughly  $8  lo  $10  billion  a 
year  shortfall  and  would  further  exac- 
erbate these  estimates  which  I  men- 
tioned. 

One  economist  by  the  name  of  Bren- 
ner from  Data  R^sourc^.s  Institute, 
said  specifically  thai  his  revenue  esti- 
mates shov  eel  a  $2i  billion  shortfall  in 
1987,  a  $25  billion  shortfall  in  1988  for 
a  total  of  $46  billion  ThPl  wa.s  the 
worst  scenario  that  was  presented  to 
th?  Joint  Economic  Committee.  Of 
course.  $46  billion  is  much  worse  than 
S28  oillion. 

Mr.  FRENZEL.  If  the  gentleman  will 
yield  further.  I  do  agree  with  h'm  and 
I  think  that  no:  only  do  we  have  the 
notch  which  threatens  to  upset 
Gramm-Rudman  and  all  of  the  targets 
which  we  have  set.  but  we  have  a  sus- 
picion that  the  case  could  b'  much 
worse  than  thai.  Neither  of  those  esti- 
mates are  provable  at  this  time.  But 
we  have  to  use  the  best  estimates  that 
are  available. 

If  the  gentleman  would  yield  fur- 
ther, I  have  a  point  or  (wo  that  I 
might  make  on  the  gentleman  s  time 
about  tnat  bill. 

We  talked  earlier,  ratner  the  gentle- 
man from.  Illinois  [Mr.  Crane]  talked 
earlier  about  problem.s  for  higher  edu- 
cation. At  the  time  I  pointed  out  that 
represntatives  of  association.^  repre- 
senting higher  educational  groups 
have  suggested  thai  the  tax  'Dill  is  the 
worst  cata.strophc  for  higher  educa- 
tion in  25  years.  Mr.  Crane  mentioned 
that  gifts  of  appreciated  property  will 
now  be  taxable  under  our  minimum 
tax  system,  and  he  mentioned  further 
that  certain  scholarship  stipends  that 
formerly  nurtured  insipient  professors 
through  their  graduate  years  would 
become  taxable,  therefore  discourag- 
ing a  few  more  of  our  potential  teach- 
ers for  the  future. 

I  would  like  to  talk  about  a  couple  of 
other  things  that  wreak  carnage  in 
higher  education.  Th^  first  one  is  the 
question  of  student  loan  bonds.  These 
are  tax-exempt  bonds  i-ssued  by  States 


and  the  proceeds  of  these  bonds  are 
used  to  .'supplement  student  loans 
which  come  from  the  Federal  Govern- 
ment. These  loans  in  my  State  are  ab- 
solutely essential  if  we  are  going  to 
give  any  hope  of  achieving  the  Ameri 
can  dream,  to  thousands  of  students 
who  are  willing  to  work  for  their  edu- 
cation but  need  a  little  borrowing 
power  provided  from  outside. 

This  bill  puts  limits  on  these  student 
loan  funds  which  are  going  to  restrict 
their  availability  in  my  State  and 
probably  in  many  others  as  well.  So 
that  we  will  have  fewer  students  who 
are  able  tD  take  advantage  of  the  hope 
and  the  promise  of  higher  education. 

One  other  feature  that  sticks  out  in 
my  mind  is  the  ceiling  that  is  also 
placed  on  private  institutions  in  issu- 
ing tax-exempt  bonds,  usually  dormi- 
tory bonds  or  facilities  bonds.  The  bill 
provides  that  these  may  still  be  issued 
and  then  sets  on  such  restrictive  caps 
that  they  probably  will  not  be  issued. 

So  education  gets  nai!ed  four  times 
in  a  row.  that  is.  higher  education.  I 
woula  remind  those  who  might  be 
watching,  those  insomniacs  who  may 
still  be  alive,  that  the  gentleman  from 
Wa-shington  [Mr.  Lowry]  has  already 
pointed  out  that  education,  that  is,  el- 
ementary fnd  secondary  education  in 
his  State,  because  of  the 
nondeductibiliiy  of  sales  taxes,  is  al- 
ready going  to  suffer  grievously.  Not 
only  in  his  Sta  e,  but  e\ery  State  that 
relies  on  sales  tax  to  furnish  education 
to  the  young  people  of  those  States. 

1  want  Lo  get  back  to  pensions  a 
little  bit  because  I  think  that  is  ex- 
tremely important.  It  fits  into  the  cat- 
egory that  i  call  savings  and  capital 
accumulation.  It  is  an  important 
source  of  capital  lor  this  country,  and 
it  is  also  an  impoitant  bulwark  of  our 
Social  Security  System,  which,  be- 
cause of  its  very  existence,  the  pension 
system,  it  prevents  undo  pressure  on  a 
precariously  financed  Social  Security 
System  to  develop  more  and  more 
.-noney  to  take  care  of  retired  persons. 
A  good  pension  and  a  Social  Security 
System  working  together  can  provide 
reasonable  comfort  in  old  age  for  all  of 
us  we  hope. 

Now.  we  know  on  the  savings  side 
that  we  have  killed  the  capital  gains 
rate.  Perhaps  the  most  serious  single 
Ha  A-  in  the  bill  and  the  most  serious 
blow  to  capital  accumulation. 
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We  know  that  we  have  gotten  rid  of 
the  ITC.  the  most  important  corporate 
savings  incentive.  We  know  we  have 
stretched  appreciation,  the  next  larg- 
est capital  accumulation  incentive.  We 
have  talked  about  IRA's;  we  have 
talked  about  401(k)'s;  we  have  talked 
about  403(b)s. 

We  have  not  dealt  very  much  or: 
pensions.  But  this  bill  not  only  reduces 
the  amounts  that  can  be  set  aside  to 
provide   guaranteed   benefit    pensions 


and  guaranteed  contributions  pension, 
but  worse  of  all,  it  establishes  a  whole 
new  set  of  rules  for  pension  programs. 

I  would  like  to  suggest  that  in  the 
last  5  years,  we  have  made  major 
modifications  in  pension  programs  in 
the  United  States  4  years  out  of  5.  The 
net  result  has  been  a  termination  of 
pension  programs  throughout  the 
United  Slates. 

I  submit  that  in  my  State,  small 
busine-sses  are  turning  to  their  lawyers 
and  actuaries  and  saying,  For  my  5  or 
10  or  100  employees,  I  cannot  afford 
the  overhead  to  rewrite  my  pension 
plan.  Therefore,  I  am  going  to  kill  my 
pension  plan.  I  am  going  to  put  the 
monej-  in  the  pay  envelopes  and  every- 
body will  get  more  that  way." 

Everybody  will,  but  rhey  probably 
will  not  save  it.  As  these  pension  plans 
go  out  of  business  fo-  no  good  reason, 
some  new  antidiscrimination  rules 
whictj  are  totally  unneeded— we  have 
plenty  of  antidiscrimination  rules  and 
top-heavy  rules  and  the  rest  in  our 
pension  laws,  our  ERISA  bills— but  be- 
cause we  have  sougir.  in  this  bill  to 
adorn  them,  to  augitient  them,  ii  will 
mean  that  every  pension  system  in  the 
United  States,  alnosi,  will  have  to  be 
rewritten. 

More  will  go  out  "of  business  meaning 
less  savings  for  American  industry,  for 
investment  to  put  American  jobs  back , 
in  motion.  It  means  less  security  for 
American  workers,  people  of  all  kinds. 
Worst  of  all,  it  means  more  pressure 
on  Social  Security;  more  pressure  on 
Social  Securit.v  means  more  contribu- 
tion a.nd,  again,  a  disincentive  to  work 
because  of  the  higher  cut  that  the 
Government  takes  out  in  •he  most  re- 
gressive tax  we  have  for  our  Social  Se- 
curity payment. 

I  do  not  know  how  we  could  make  so 
many  mistakes  in  one  bill  without 
really  exercising  the  concbined  ingenu- 
ity of  all  the  200  IQ  geniuses  in  the 
United  States.  One  would  think  that 
we  had  tried  to  shipwreck  America  in- 
tentionally. I  do  not  believe  that,  of 
course,  but  it  looks  to  me  like  that  is 
Che  result  of  the  bill. 

Yet,  we  hear  these  wonderful 
payings  of  praise  for  tax  reform.  Why? 
Because  tax  reform  is  a  good  buzz- 
word. Why^  Because  the  President  is 
for  it  and  the  President  is  popular  and 
he  is  a  good  man.  Or  because  some  edi- 
torialist, who  has  never  opened  the 
pages,  those  2,000  pages  that  the  gen- 
tleman from  Texas  [Mr.  Archer]  has 
decideo  that  he  or  she  is  bored  with 
the  current  Tax  Code  and  that  reform 
would  be  a  nice  thing. 

For  those  of  us  who  have  had  the 
unfortunate  duty  to  have  to  read  this 
the  results  are  very  painful.  It  means 
that  we  have  to  swim  upstream 
against  the  tide  of  public  opinion, 
against  the  editorialists,  against  the 
academicians.  We  are  the  ones  who 
have  to  cry  out  the  warning. 
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This  bill  is  a  problem.  It  is  anti- 
growth;  it  is  antimanufacturing;  it  is 
antlsavings;  it  is  anticapital  accumula- 
tion; it  is  antieducation;  it  is  antichari- 
ties;  it  is  antiexport;  it  is  anticompeti- 
tive. 

Can  we  stand  all  these  things?  Yes, 
we  can  stand  a  few  of  them,  or  we 
could  stand  all  of  them  if  they  were 
only  modestly  anti.  The  trouble  is.  the 
bill  is  fairly  aggressively  anti  and  it 
covers  the  whole  range  of  American 
activities. 

It  is  not  just  a  tax  bill;  it  is  a  housing 
bill;  it  is  an  education  bill;  it  is  a  char- 
ities biU;  it  is  an  oil-drilling  bill;  it  is  a 
manufacturing  bill;  it  is  an  exporting 
bill;  it  is  an  industrial  policy  bill. 

Every  time  we  make  a  tax  decision, 
we  effect  a  very  vital  dynamic  function 
in  American  society.  In  this  bill,  we 
have  effected  too  many  of  them  in  too 
disruptive  a  manner  and  the  net  result 
is  going  to  be  difficulty  for  the  United 
States  of  America. 

Is  it  overwhelming  difficulty?  No;  I 
do  not  think  so.  The  people  in  the 
economy  have  been  able  to  taJie  in- 
sults in  the  past  and  I  do  not  think 
this  will  sink  it. 

But  I  do  think  it  will  make  our  life 
more  uncomfortable  needlessly. 
Therefore,  it  is  my  hope  that  when 
the  gentleman  from  Texas  offers  his 
motion  tomorrow  to  recommit  the  bill 
to  committee,  that  this  House  will 
demonstrate  the  good  sense  that  it 
sometimes  shows  and  recommit  the 
bill  so  that  the  committee  can  do  what 
the  gentleman  from  Texas  [Mr. 
Archer]  wants  it  to  do;  that  is,  to 
repair  the  bill.  Not  kill  it.  because  ev- 
erybody in  this  country,  including  us, 
wants  tax  reform.  We  just  do  not  want 
tax  reform  at  a  cost  that  inflicts  too 
much  pain  and  too  much  suffering  on 
our  economy. 

Again,  I  thank  the  gentleman  for  his 
contribution  and  for  allowing  me  to 
participate. 

Mr.  ARCHER.  Mr.  Speaker,  the  gen- 
tleman has  made  some  very,  very  out- 
standing comments  and  hopefully  we 
will  have  a  result  that  will  benefit  this 
Nation  tomorrow. 

LEAVE  OF  ABSENCE 

By  unanimous  consent,  leave  of  ab- 
sence was  granted  to: 

Mr.  Young  of  Florida  (at  the  request 
of  Mr.  Michel),  for  today,  on  account 
of  attendance  at  a  funeral. 

Mr.  BoLAND  (at  the  request  of  Mr. 
Wright),  for  today,  on  account  of  a 
death  in  the  family. 


extend  their  remarks  and  include  ex- 
traneous material:) 

Mr.  Parris,  for  5  minutes,  on  Sep- 
tember 26. 

Mr.  Myers  of  Indiana,  for  60  min- 
utes, on  October  1. 

Mr.  DioGuARDi,  for  5  minutes, 
today. 

Mr.  Crane,  for  60  minutes,  on  Octo- 
ber 2. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Seiberling)  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material: ) 

Mr.  Ray,  for  5  minutes,  today. 

Mr.  LaFalce,  for  5  minutes,  today. 

Mr.  Annunzio,  for  5  minutes,  today. 

Mr.  Lehman  of  Florida,  for  5  min- 
utes, today. 

Mr.  LowRY  of  Washington,  for  5 
minutes,  today. 

Mr.  Seiberling,  for  30  minutes,  on 
September  25  and  26. 

Mr.  Bedell,  for  60  minutes,  on  Sep- 
tember 26. 

Mr.  Stokes,  for  60  minutes,  on  Octo- 
ber 7. 


Mr.  Dellums. 

Mr.  Clay  in  two  instances. 

Mr.  Bryant. 

Mr.  Miller  of  California. 

Mr.  Weiss  in  two  instances. 


SPECIAL  ORDERS  GRANTED 

By  unanimous  consent,  permission 
to  address  the  House,  following  the 
legislative  program  and  any  special 
orders  heretofore  entered,  was  granted 
to: 

(The  following  Members  (at  the  re- 
quest of  Mr.  Walker)  to  revise  and 


EXTENSION  OF  REMARKS 

By  unanimous  consent,  permission 
to  revise  and  extend  remarks  was 
granted  to: 

Mr.  Dingell,  during  consideration  of 
H.R.  5300,  in  the  Committee  of  the 
Whole,  today. 

Mr.  McCandless,  prior  to  vote  on 
passage  of  H.R.  5300,  in  the  Commit- 
tee of  the  Whole,  today. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Walker)  and  to  include 
extraneous  matter:) 

Mr.  Kemp. 

Mr.  Packard. 

Mr.  Clinger. 

Mr.  Green. 

Mr.  Henry. 

Mr.  CoNTE. 

Mr.  GOODLING. 
Mr.  LIVINGSTON. 

Mr.  HoRTON  in  two  instances. 

Mr.  Lagomarsino  in  two  instances. 

Mr.  ScHULZE. 

Ms.  Snowe. 

Mrs.  Johnson. 

Mr.  Daub  in  three  instances. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Seiberling)  and  to  in- 
clude extraneous  matter: ) 

Mr.  Coleman  of  Texas. 

Mr.  Fauntroy. 

Mr.  DoRGAN  of  North  Dakota  in  two 
instances. 

Mr.  St  Germain. 

Mr.  Edwards  of  California. 

Mr.  Frank. 

Mr.  KiLDEE. 

Mr.  Smith  of  Florida. 
Mr.  Ackerman. 
Mr.  Torres. 

Mr.  ROYBAL. 

Mr.  BoRSKi. 

Mr.  Hamilton  in  two  instances. 
Mr.  HoYER  in  two  instances. 
Mr.  Hertel  of  Michigan. 


ADJOURNMENT 

Mr.  FRENZEL.  Mr.  Speaker,  I  move 
that  the  House  do  now  adjourn. 

The  motion  was  agreed  to;  accord- 
ingly (at  9  o'clock  and  1  minute  p.m.), 
the  House  adjourned  until  tomorrow, 
Thursday,  September  25,  1986,  at  10 
a.m. 


OATH      OF     OFFICE,      MEMBERS, 
RESIDENT  COMMISSIONER. 

AND  DELEGATES 

The  oath  of  office  required  by  the 
sixth  article  of  the  Constitution  of  the 
United  States,  and  as  provided  by  sec- 
tion 2  of  the  act  of  May  13.  1884  (23 
Stat.  22).  to  be  administered  to  Mem- 
bers. Resident  Commissioner,  and  Del- 
egates of  the  House  of  Representa- 
tives, the  text  of  which  is  carried  in  5 
U.S.C.  3331: 

"I.  A  B.  do  solemnly  swear  (or 
affirm)   that   I   will   support   and 
defend    the    Constitution    of    the 
United  States  against  all  enemies, 
foreign  and  domestic;  that  I  will 
bear  true  faith  and  allegiance  to 
the  same;  that  I  take  this  obliga- 
tion freely  without  any  mental  res- 
ervation or  purpose  of  evasion;  and 
that  I  will  well  and  faithfully  dis- 
charge the  duties  of  the  office  on 
which  I  am  about  to  enter.  So  help 
me  God." 
has  been  subscribed  to  in  person  and 
filed  in  duplicate  with  the  Clerk  of  the 
House  of  Representatives  by  the  fol- 
lowing Member  of  the  99th  Congress, 
pursuant  to  the  provisions  of  2  U.S.C. 
25: 
Neil  Abercrombie,  First  Hawaii. 


EXECUTIVE  COMMUNICATIONS, 
ETC. 

Under  clause  2  of  rule  XXIV.  execu- 
tive communications  were  taken  from 
the  Speaker's  table  and  referred  as  fol- 
lows: 

4258.  A  letter  from  the  Deputy  Assistant 
Secretary  of  Defense,  transmitting  notifica- 
tion that  the  Department  of  the  Navy  in- 
tends to  exclude  the  clause  concerning  ex- 
amination of  records  by  the  Comptroller 
General  from  three  contracts,  pursuant  to 
10  U.S.C.  2313(c):  to  the  Committee  on 
Armed  Services. 

4259.  A  letter  from  the  Secretary  of 
Health  and  Human  Services,  transmitting 
the  status  and  accomplishments  of  runaway 
centers  receiving  grants  under  the  Runaway 
and  Homeless  Youth  Act  for  fiscal  year 
1985,  pursuant  to  42  U.S.C.  5715;  to  the 
Committee  on  Education  and  Labor. 

4260.  A  letter  from  the  Secretary  of 
Health  and  Human  Services,  transmitting  a 
report  entitled  "Toward  a  National  Plan  to 
Combat  Alcohol  Abuse  and  Alcoholism", 
pursuant  to  Public  Law  98-509.  section  208 
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(98  Stat.  2363);  to  the  Committee  on  Energy 
and  Commerce. 

4261.  A  letter  from  the  Director,  Bureau 
of  Educational  and  Cultural  Affairs,  U.S.  In- 
formation Agency,  transmitting  notification 
of  a  proposed  waiver  of  limitation  on  for- 
eign travel  by  a  citizen  who  is  financed  by 
grants  from  the  Private  Sector  Progrsun. 
pursuant  to  22  U.S.C.  2460  nt.;  to  the  Com- 
mittee on  Foreign  Affairs. 

4262.  A  letter  from  the  Secretary  of 
Health  and  Human  Services,  transmitting  a 
report  entitled  'Impact  of  Medicare  Pro- 
spective Payment  System  on  Admissions; 
Need  for  Volume  Adjusters  and/or  Pre-Ad- 
mission  Certification,"  pursuant  to  42 
U.S.C.  1395WW  (Pub.  L.  98-21.  sec. 
603(a)(2KA));  to  the  Committee  on  Ways 
and  Means. 

4263.  A  letter  from  the  Secretary  of 
Energy,  transmitting  the  24th  quarterly 
report  on  general  biomass  energy  develop- 
ment, pursuant  to  Public  Law  96-294,  sec- 
tion 218(a);  jointly,  to  the  Committees  on 
Agriculture,  Energy  and  Commerce,  and  Sci- 
ence Stfid  Technology. 


REPORTS  OF  COMMITTEES  ON 
PUBLIC  BILLS  AND  RESOLU- 
TIONS 

Under  clause  2  of  rule  XIII,  reports 
of  committees  were  delivered  to  the 
Clerk  for  printing  and  reference  to  the 
proper  calendar,  as  follows: 

Mr.  WHITTEN;  Committee  on  Appropria- 
tions. A  report  on  revised  allocations  of  sub- 
division of  budget  totals  for  fiscal  year  1987 
(Rept.  99-872).  Referred  to  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union. 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  S.  1542.  A  bill  to  amend  the 
National  Trails  System  Act  by  designating 
the  Nez  Perce  (Nee-Me-Poo)  Trail  as  a  com- 
ponent of  the  National  Trails  System. 
(Rept.  99-873).  Referred  to  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  5570.  A  bill 
to  designate  the  U.S.  courthouse  and  cus- 
tomhouse at  601  West  Broadway,  Louisville, 
KY,  as  the  Gene  Snyder  United  States 
Courthouse  and  Customhouse.  (Rept.  99- 
874).  Referred  to  the  House  Calendar. 

Mr.  BEILENSON:  Committee  on  Rules.  H. 
Res.  559.  A  resolution  providing  for  the  con- 
sideration on  H.R.  3810,  a  bill  to  amend  the 
Immigration  and  Nationality  Act  to  revise 
and  reform  the  immigration  laws,  and  for 
other  purposes.  (Rept.  99-875).  Referred  to 
the  House  Calendar. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  5180.  A  bill 
to  designate  the  Federal  building  at  111  W. 
Huron  Street,  Buffalo,  NY,  as  the  "Thadde- 
us  J.  Dulski  Federal  Building"  (Rept.  99- 
876).  Referred  to  the  House  Calendar. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  4156.  A  bill 
to  designate  the  Federal  building  and  U.S. 
courthouse  to  be  constructed  and  located  in 
Newark.  NJ,  as  the  "Martin  Luther  King, 
Jr.  Federal  Building  and  United  States 
Courthouse"  (Rept.  99-877).  Referred  to  the 
House  Calendar. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  5446.  A  bill 
to  designate  the  Federal  building  and  U.S. 
Post  Office  located  at  315  West  Allegan 
Street  in  Lansing,  MI,  as  the  "Charles  E. 
Chamberlain  Federal  Building  and  United 


SUtes  Post  Office"  (Rept.  99-878).  Referred 
to  the  House  Calendar. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  5470.  A  bill 
to  designate  the  Federal  courthouse  for  the 
Eastern  District  of  Virginia  in  Alexandria, 
VA,  as  the  "Albert  V.  Bryan  Federal  Court- 
house"; with  amendments  (Rept.  99-879). 
Referred  to  the  House  Calendar. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  5181.  A  bill 
to  designate  the  U.S.  courthouse  at  68  Court 
Street,  Buffalo,  NY,  as  the  "Michael  J. 
Dillon  Memorial  United  States  Court- 
house". Rept.  99-880.  Referred  to  the  House 
Calendar. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  4118.  A  bill 
to  designate  the  building  commonly  known 
as  the  Old  Post  Office  in  Worcester.  MA.  as 
the  "Harold  D.  Donohue  Federal  Building" 
(Rept.  99-881).  Referred  to  the  House  Cal- 
endar. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  3951.  A  bill 
to  designate  the  building  which  will  house 
the  Federal  Court  for  the  Eastern  District 
of  Texas  in  Lufkin,  TX  as  the  "Ward  R. 
Burke  Federal  Court  Building";  with 
amendments  (Rept.  99-882).  Referred  to  the 
House  Calendar. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  5020.  A  bill 
to  expand  the  U.S.  Secret  Service  Uni- 
formed Division  protective  jurisdiction;  with 
an  amendment  (Rept.  99-883).  Referred  to 
the  Committee  of  the  Whole  House  on  the 
State  of  the  Union. 

Mr.  DERRICK:  Committee  on  Rules.  H. 
Res.  560.  A  resolution  providing  for  the  con- 
sideration of  H.J.  Res  738.  a  joint  resolution 
making  continuing  appropriations  for  the 
fiscal  year  1987.  and  for  other  purposes. 
(Rept.  99-884).  Referred  to  the  House  Cal- 
endar. 


PUBLIC  BILLS  AND 
RESOLUTIONS 

Under  clause  5  of  rule  X  and  clause 
4  of  rule  XXII,  public  bills  and  resolu- 
tions were  introduced  and  severally  re- 
ferred as  follows: 

By  Mr.   MICA  (for  himself  and  Ms. 
Snowe): 
H.R.  5584.  A  bill  to  prohibit  further  con- 
struction on  the  U.S.  Embassy  in  Moscow; 
to  the  Committee  on  Foreign  Affairs. 
By  Mr.  LEWIS  of  Florida: 
H.R.  5585.  A  bill  to  require  the  Adminis- 
trator of  Veterans'  Affairs  to  establish  a 
pilot    program    to    contract    for    veterans' 
health  care  in  the  areas  which  will  be  served 
upon   the   completion   of   the   West   Palm 
Beach    Veterans'    Administration  ,  Medical 
Center;  to  the  Committee  on  Veterans'  Af- 
fairs. 

By  Mrs.  SCHROEDER: 
H.R.  5586.  A  bill  to  amend  title  11  of  the 
United  States  Code  to  except  from  dis- 
charge under  chapter  13  claims  for  certain 
willful  and  malicious  injuries  and  for  debts 
arising  from  the  debtor's  operation  of  a 
motor  vehicle  while  intoxicated;  to  the 
Committee  on  the  Judiciary. 

By    Mr.    FLORIO    (for    himself.    Mr. 
Daschle.   Mr.   Edgar.   Mr.   Guarini. 
Mr.    Howard.    Mr.    Sikorski.    Mr. 
Walcrem.    Mr.    Waxman'.    and    Mr. 
Wyden): 
H.R.  5587.  A  bill  to  amend  title  XI  of  the 
Social  Security  Act  to  require  hospitals  par- 
ticipating  in   the   Medicare  and  Medicaid 


Programs  to  establish  protocols  for  organ 
procurement,  to  establish  standards  for 
organ  procurement  agencies,  and  for  other 
purposes;  jointly,  to  the  Committees  on 
Ways  and  Means,  and  Energy  and  Com- 
merce. 

By  Mr.  GEPHARDT  (for  himself,  Mr. 
Daschle,  Mr.  Chapman,  Mr.  Hub- 
bard. Mr.  Penny.  Mr.  Moody.  Mr. 
Watkins.  Mr.  Bryant.  Mr.  Kasten- 
MEiER,  Mr.  Sikorski.  Mr.  Evans  of 
Illinois.  Mr.  Dellums.  Mr.  Obey.  Mr. 
Williams.,  Mr.  Anthony,  Mr.  Alex- 
ander, Mr.  Sabo.  Mr.  English.  Ms. 
Kaptur.  Mr.  Conyers.  Mr.  Towns. 
Mr.  Bedell.  Mr.  Oberstar,  Mr. 
Weaver.  Mr.  Leland.  and  Mr.  Volk- 

MERi: 

H.R.   5588.  A  bill  to  provide  price  and 
income     protection     to     family     farmers 
through  the  management  of  the  supply  of 
the  1987  through  1999  crops  of  certain  agri- 
cultural commodities,  and  for  other  pur- 
poses; to  the  Committee  on  Agriculture. 
By  Mr.  HOYER: 
H.R.  5589.  A  bill  to  amend  title  5.  United 
States  Code,  to  provide  that  the  Govern- 
ment's health  insurance  program  for  Feder- 
al employees   include  benefits  relating  to 
cleft  lip  and  cleft  palate;  to  the  Committee 
on  Post  Office  and  Civil  Service. 
By  Mr.  HUGHES: 
H.R.  5590.  A  bill  to  amend  title  28,  United 
States  Code,  to  encourage  alternative  dis- 
pute resolution;  to  the  Committee  on  the 
Judiciary. 

By   Mr.   MURTHA  (for   himself.   Mr. 
Recula.  Mr.  Gaydos.  Mr.  Applegate, 
Mr.     Ritter.     Mrs.     Bentley,     Mr. 
Schulze.  Mr.  Kindness.  Mr.  Ober- 
star. Mr.  Shelby.  Mr.  Murphy,  Mr. 
Ridge.  Mr.  Kolter.  Mr.  Visclosky, 
Mr.  Walcren,  Mr.  Bevill.  Mr.  Lipin- 
SKi.  Mr.  Clinger.  Mr.  Yatron.  Mr. 
Rahall.  Mrs.  Collins.  Mr.  Strang, 
Mr.  Erdreich.  and  Mr.  Dingelli: 
H.R.    5591.    A    bill    to    amend    the   Steel 
Import  Stabilization  Act;  to  the  Committee 
on  Ways  and  Means. 
By  Mr.  SHAW: 
H.R.  5592.  A  bill  to  amend  the  Rehabilita- 
tion Act   of   1973   to  provide   that   a  drug 
abuser  shall   not   be   considered   a   handi- 
capped individual  for  purposes  of  that  act. 
and  for  other  purijoses;  to  the  Committee 
on  Education  and  Labor. 
By  Mr.  WHITTEN: 
H.J.   Res.   738.   Joint   resolution   making 
continuing  appropriations  for  the  fiscal  year 
1987.  and  for  other  purposes;  to  the  Com- 
mittee on  Appropriations. 
By  Mr.  LIVINGSTON; 
H.J.  Res.  739.  Joint  resolution  to  proclaim 
December  7,  1986.  as  "My  Nationahty  Amer- 
ican Day";  to  the  Committee  on  Post  Office 
and  Civil  Service. 

By  Ms.  SNOWE  (for  herself.  Mr.  Gun- 
derson,  Mr.  Lagomarsino,  Mr.  Fren- 
ZEL.  Mr.  Foster.  Mr.  Wolf.  Mr. 
Stokes.  Mr.  Chappie.  Mr.  Evans  of 
Iowa.  Mr.  Fazio.  Mr.  Crockett.  Mr. 
Smith  of  Florida.  Mr.  Boner  of  Ten- 
nessee. Mr.  LiPiNSKi.  Mr.  Kasich. 
Mr.  Wortley.  Mr.  Horton.  Mrs. 
Burton  of  California.  Mr.  Fuqua. 
Mr.  CoNYERS.  Mr.  de  Lugo.  Mr. 
CoNTE.  Mr.  Feighan.  Mr.  Matsui, 
Mr.  LuNCREN,  Mr.  Rangel,  Mr.  Jen- 
kins. Mrs.  Bentley,  Mr.  Dymally, 
Mr.  Morrison  of  Connecticut,  Mr. 
Tauke,  Mr.  Owens.  Mr.  Walgren, 
Mr.  Wyden.  Mr.  Bosco.  Mr.  Akaka, 
Mr.  Roe,  Mrs.  Boxer.  Mr.  Kolter, 
Mr.    DE   LA   Garza,   Mr.    Blaz.    Mr. 
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Frost.  Mr.  Poglietta,  Mr.  Hughes, 
Mr.  Lantos,  Mr.  Lehbian  of  Florida, 
Mr.  Leach  of  Iowa,  and  Mr.  Marti- 
nez): 

Res.  740.  Joint  resolution  to  designate 
February  4,  1987,  as  "National  Women  in 
Sports  Day";  to  the  Committee  on  Post 
Office  and  Civil  Service. 

By  Mr.  FORD  of  Michigan: 
H.  Con.  Res.  394.  Concurrent  resolution  to 
correct  technical  errors  in  the  enrollment  of 
the  bill.  S.  1965;  considered  and  passed. 
By  Mr.  DORGAN  of  North  Dakota: 
H.   Res.    561.   Resolution   expressing   the 
sense  of  the  House  of  Representatives  that 
the   U.S.   Government   should   negotiate   a 
multilateral    wheat    production    agreement 
with  the  other  wheat  exporting  countries; 
jointly,  to  the  Committees  on  Foreign  Af- 
fairs, and  Ways  and  Means. 


PRIVATE  BILLS  AND 
RESOLUTIONS 

Under  clause  1  of  rule  XXII.  private 
bills  and  resolutions  were  introduced 
and  severally  referred  as  follows: 
By  Mr.  FAUNTROY: 

H.R.  5593.  A  bill  for  the  relief  of  Joseph 
A.  Bosco  and  Carol  B.  Bosco;  to  the  Com- 
mittee on  the  .Judiciary. 
By  Mr.  KEMP: 

H.R.  5594.  .A  bill  'o  direc:  the  Administra- 
tor of  Veterans'  Affairs  to  release  a  reverter 
interest  of  the  United  States  in  '■eriain  real 
property  'n  Canandaigua.  NY,  previously 
conveyed  by  the  United  States  to  Sonnen- 
berg  Gardens,  a  nonprofit  education  in-ititu- 
tion  of  the  State  of  New  York:  to  'he  Com- 
mittee ?n  Veterans  Affairs. 


ADDITIONAL  SPONSORS 

Under  clause  4  of  rule  XXII.  spon- 
sors were  added  to  public  bills  and  res- 
olutions as  'oliows: 

H.R.  1086:  Mr.  Bt  rtc;  of  Indiana. 

H.R.  1436:  Mr.  W;sth. 

H.R.  1575:  Mr.  .Sikcrski. 

H.R.  2320:  Ms.  Mis'JLski. 

H.R.  '^761:  Mr.  Fat-ntroy,  Mr.  Ffxgk.a.v. 
Mr.  G.tRciA.  Mr    K.\stbnm?I£R.  -xniX  M-.  Lx- 

P^NSKI. 

H.R.  .3433:  Mr.  Wcrtlky. 

H.R.  3663:  Mr.  Melson  of  Florida,  Mr. 
Vento,  and  Mr.  TovVns. 

H.R.  3800:  Mr.  M.^i^Kay  ana  Mr.  Ge.iden- 
SON  . 

H.R.  3865:  Mr.  Dcncan    and  Mrs.  Rouke- 

MA. 

H.R.  4057:  Mr.  Loepfier.  Mr.  Lewis  of 
Florida,  and  Mr  M.\fii.ENEE. 

H.R.  4183:  Mrs.  Meyers  of  Kansas  and 
Mr.  Hopkins  . 

H.R.  4499:  Mr.  Martinez. 

H.R.  4500:  Mr.  M.\rt!NEZ. 

H.R.  4534:  Mr.  Evans  of  Iowa.  Mr.  Skel- 
TON,  Mr.  Ea;erson.  Mrs.  Martin  of  Illinois, 
and  Mr  Gunderson. 

H.R.  4633:  Mr.  Shelby  and  Mr.  Davis. 

H.R.  4715:  Mr.  Schuette  Mr.  Jones  of 
Oklahoma,  Mr.  Emerson,  and  Mr.  Durbin. 

H.R.  4717:  Mr.  Lighttoot. 

H.R.  4766:  Mr.  Bartlett. 

H.R.  5053:  Mr.  Schuette. 

H.R.  5180:  Mr.  Kemp. 

H.R.  5181:  Mr.  Kemp. 

H.R.  5274:  Mr.  Bilirakis  and  Mr. 
Feighan. 

H.R.  5284;  Mr.  Dow/ney  of  New  York. 

H.R.  5350:  Mr.  Petri.  Mr.  Robinson.  Mr. 
FuQUA.  Mr.  Daniel.  Mr.  Rose.  Mr.  Leath  of 
Texas,  Mr.  Fauntroy.  Mr.  Edwards  of  Cali- 


fornia, Mr.  Watkins,  Mr.  Martin  of  New 
York,  Mr.  Kramer,  Mr.  Dorgan  of  North 
Dakota.  Mr.  Dymally,  Mr.  Whitley  and 
Mr.  Barton  of  Texas. 

H.R.  5376;  Mr.  Davis  and  Mr.  Nielson  of 
Utah. 

H.R.  5425:  Mr.  Kolter  and  Mr.  Fish. 

H.R.  5456:  Mr.  Wright. 

H.R.  5488:  Mr.  Rogers. 

H.R.  5499:  Mr.  Traxler,  Mr.  Franklin, 
and  Mr.  Derrick. 

H.R.  5538;  Mr.  Morrison  of  Connecticut 
and  Mr.  Towns. 

H.J.  Res.  524;  Mr.  Gekas.  Mr.  Hopkins. 
Mr.  Morrison  of  Connecticut,  Mr.  Jenkins, 
Mr.  Fazio.  Mr.  Hefner,  Mr.  Smith  of  Flori- 
da, Mr.  Manton,  Mr.  Dornan  of  California, 
Mr.  KoLTER.  Mr.  Jeffords,  Mr.  Early,  Mr. 
FuQUA.  and  Mr.  Regula. 

H.J.  Res.  535:  Mr.  Hertel  of  Michigan. 
Mr.  GuARiNi,  and  Mr.  Fazio. 

H.J.  Res.  550:  Mr.  Lungren,  Mr.  Lehman 
of  Florida.  Mr.  Manton.  Mr.  Green,  Mr. 
Lewis  of  California.  Mr.  Bliley.  Mr. 
Leland,  Mr.  Feighan,  Mr.  Ortiz,  Mr.  Guar- 
INI,  Mr.  Levine  of  California,  Mr.  Luken, 
Mr.  BoNioR  of  Michigan,  Mr.  Young  of  Mis- 
souri. Ms.  Mikulski.  Mr.  Dellums,  Mr. 
Fish,  Mr.  Dannemeyer,  Mr.  Dornan  of  Cali- 
fornia, and  Mr.  Mrazek. 

H.J.  Res.  602;  Mrs.  Martin  o(  Illinois,  Mr. 
3ATE.MAN.  and  Mr.  Sikorski. 

H.J.  Res.  320:  Mrs.  Martin  of  Illinoi.s.  Mr. 
Gray  C'f  Iliirois.  Mr.  rluPK.'NS.  Mr.  Xolter. 
Mr.  KiLDEE.  Mr.  Jones  of  North  Carolina, 
.Mr.  Akaka,  Mr.  Blaz.  Mr.  Conyers.  Mr. 
Dtxon.  Mr  Donnelly.  Mr.  Lungren.  Mr. 
Markky,  Mr.  Mavroules,  Mr.  Murphy.  Mr. 
Savage,  Mr.  Dennv  Smith.  Mr.  Spratt,  Mr. 
Tallon.  Mr.  ToRRiCELLi,  Mr.  Waxman,  Mr. 
Y?rNG  of  Alaska,  Mr.  Anthony.  Mr.  Bosco, 
Mr.  Daschle,  Mr.  Crockett,  Mr.  Rcth,  Mr. 
SisiSKY.   Mr    Bryant.  Mr.   Sckert  o(  Nfw 

Vork,  Mr.  Pepper  and  Mr.  Kfm:-'. 

H.J.  Re.-;.  638;  Mr  Dymally.  Mr.  McCoi.- 
:.vm.  Mr.  HYrE,  Mr.  Kostmayek.  Mr. 
Howard.  Mr.  Levin  of  Michigan.  -Mrs. 
MEVERS  ol  Kan.<::is.  Mr.  Lungren.  Mr.  Olin. 
Mr.  Solarz.  Mr.  L^^gcmarsino.  Mr.  Bedell. 
Mr.  Valentine.  Mr.  Bryan:,  f.lr.  Savagi.  ftr. 

vVoktley.  Mr.  Rof.  Mr    iiEFNER.  Mr.  Daue.' 
Mr.  Mra:;fk.  Mr   i:)e;-lums,  Mr.  Nielson  of 

Jtah,  and  Mr.  Fi.sh. 
H.J    Re.s.  655.  Mr    Barsard.  Mr    Biilfy. 

Mr.  Bo.vior  of  Michigan   Mr.  Coirter,  Mr. 

5,DGAS.  Mr.  F:or'.o.  Mr.  Ford  of  r(nn«s.see, 

Mr    Manton.  Mr.  Mcnscn.  Mrs.  Roukema. 

Mr.  Thomas  of  Georgia.  Mr.  Wirth.  and  Mr. 

Livingston. 
H.J.  Rts.  656:  Mrs.  Vucanovich,  Mr  Mar- 

Lenle  ti:id  M'.  Chappell. 
H.J.  Rfs.  671:  Mr.  Frost  Mr.  Hortun.  Mr 

Grav  ol  Pennsylvania,  Mr.  Lehman  ->i  Cali- 
fornia.    Mr.     ^iPiNSKi.     Mr.     Bevill,    .Mr. 

AiKiNs.    Mrs.    Burton    of    C.Uifornia.    Mr. 

Dardf.n.    Mr.    Sabo.    Mr.    Donnelly,    Mr. 

DcROAN  of  Nor'h  Dakota,  Mr.  B'jstamante. 

Mrs.  Lloyd.  Mr.  Rangel.  Mr.  Wyden.  Mr 

Vander  ..'agt.  M--.  Tallon.  Mr.  Feighan,  Mr. 

Kolter.  and  Mr.  Ritter. 
H.J.  Res.  d9;{:  Mr.  Young  of  Florida.  Mr. 

Rangel.    Mr.    Mineta.    M.s.    Kaptur.    Mr. 

Hughes.   Mr.   Sxelton.   Mr.   Moakley    .Mr. 

Rahall.  Mr.  Strang.  Mr.  Coyne.  Mr.  Dowdy 

ot  Mississippi.  Mr.  de  Lugo.  Mr.  Frost,  Mr. 

Crockett.  Mr.  Pashayan,  Mrs.  Byron,  Mr. 

Brown    of    California,    Mrs.    Boxer.    Mr. 

Stokes,  Mr.  LaFalce,  Ms.  Oakar,  Mr.  Jones 

of  North  Carolina.  Mr.  Henry,  Mr.  Levin  of 

Michigan,    Mr.    Towns,    Mr.    Solarz.    Mr. 

Wylie,  Mrs.  Long,  Mr.  Tallon,  Mr.  Schu- 

.MER.  Mr.  CoNTE,  Mr.  Kostmayer,  Mr.  Fei 

ghan,  Mr.  LowERY  of  California,  Mr.  Russo, 

Mr.  BiAGGi,  Mr.  Walgben,  Mr.  Tauke,  and 

Mr.  Hamilton. 


H.J.  Res.  704;  Mr.  Hendon,  Mr.  Wirth, 
Mr.  Panetta,  Mr.  Wheat,  Mr.  Frank,  Mr. 
KiLDEE.  Mr.  Dymally,  Ms,  Oakar,  Mr.  Daub, 
Mr.  Valentine,  Mr.  Levin  of  Michigan,  Mr. 
Owens,  Mr.  Stokes,  Mr.  Wylie,  Mr. 
Herman,  Mr.  Lagomarsino,  Mr.  Roe,  Mr. 
MoNsoN,  Mr.  Brown  of  California,  Mrs. 
Boxer,  Mr.  Fish.  Mr.  Bevill,  Mr.  Feighan, 
and  Mr.  Boland. 

H.J.  Res.  709:  Mr.  Foley,  Mr.  Kolter.  Mr. 
Gray  of  Pennsylvania,  Mr.  Roe,  Mrs. 
Boxer,  Mr.  Hammerschmidt,  Mr.  Smith  of 
Florida,  Mr.  Feighan,  Mr.  Chappie,  Mr.  Liv- 
ingston. Mr.  Lowry  of  Washington,  Mr. 
Frank,  Mr.  Young  of  Alaska,  Mr.  Yatron, 
Mr.  RoYBAL,  Mr.  Young  of  Missouri,  Mr. 
Mrazek,  Mr.  Lowery  of  California,  Mr.  Rin- 
ALDo,  Mr.  Martin  of  New  York,  Mr.  Marti- 
nez. Mr.  Sabo,  Mr.  Weiss,  and  Mr.  Ander- 
son. 

H.J.  Res.  733:  Mr.  Mrazek,  Mr.  Hertel  of 
Michigan,  Mr.  Lehman  of  Florida,  Mr.  Lun- 
DiNE,  Mr.  Leach  of  Iowa,  Mr.  McDade,  Mr. 
Lightfoot,  Mr.  Lungren,  and  Mr.  McMil- 
lan. 

H.  Con.  Res.  225:  Mr.  McGrath,  Mr. 
Nelson  of  Florida.  Mr.  Fish,  Mr.  Cooper. 
Mr.  Lehman  of  California,  and  Mr.  Towns. 

H.  Con.  Res.  388;  Mr.  Martinez,  Mr. 
Whittaker.  Mr.  Bevill,  Mr.  Herman,  and 
Mr.  Ritter. 

H.  Res.  469:  Mr.  Atkins.  Mr.  Glickman, 
Mr.  Hoyk.t.  Mr.  M^ck,  Ms.  Mikulski,  Mr. 
Richardson,  and  -M"-.  Tauke. 

H.  Res.  522:  Mr.  Wai.gren. 

H.  Ri-'b;.  540:  Mr.  Lagomarsino.  Mr.  Mar- 
tNEE.  .Mr.  Ritt'lr.  Mr.  Nielson  of  Utah, 
and  Mr.  Erdreick. 


AMENDM.'^NTS, 

Under  ciau.se  6  oJ  rule  XXIII.  oro- 
posed  ainennmenta  'vere  submitted  as 
follows: 

H.R.  3tlO 
By  Mr.  LUNGREN; 
otnke  cut  .sections  302  :hrough  305  and 
insert  in  lieu  ther>:oi  the  Joiiowirg  land  oon- 
iorm  rhe  '.able  of  contftits  anordingly): 

.SK(    .WJ.  -!KASI)S.\I.   vCUIf!':.'''!  !:.,U  WORKER  I'KO- 
tiRAM.  V 

'■M     .'^OVtDING      .>IEW        N"      N0NI.MMIG.H.^NT 

Classification  for  i^zssonAL  Agpici  ltural 
Workers.— Section  ".OUauiS)  i8  U.S.C. 
!'.Cl<a;i  15)..  as  ainended  by  ihis  Act,  is  fur- 
ther amended— 

iT)  by  insertinp  "loihcr  than  sej_sonal  ag- 
ricultural services  in  peri.shable  comniocities 
described  in  .section  217<n>'lt)'  In  subpara- 
graph (HKJi;(a)  after  n^ritultural  labor  or 
.services". 

i2)  by  striking  out  '  or '  at  the  end  of  si:t>- 
paragraph  i  L); 

3>  by  striking  o'll  t.'u-  period  at  the  end  of 
subparagraph  (Mj  and  inserting  in  lieu 
thert-of  ■;  or ';  and 

(4)  by  adding  at  the  end  the  following  new 
subparagraph: 

IN)  an  alii-n  having  a  residence  in  a  for- 
eign country  Mhich  he  has  no  intention  of 
abandoning  who  is  coming  to  the  United 
Slates  to  perform  seasonal  agricultural  serv- 
ices in  perishable  commodities  (as  defined  in 
.section  217(hHl)).". 

(b)  Admission  of  Seasonal  Agricultiral 
Workers.— Chapter  2  of  title  II  is  amended 
by  adding  after  section  216.  as  added  by  sec- 
tion 301(cj  of  this  title,  the  following  ncA 
section; 
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"ADMISSION  OF  SEASONAL  AGRICULTURAL 
WORKERS 

"Sec.  217.  (a)  Establishment  of  Seasonal 
Agricultural  Worker  Program.— The  At- 
torney General,  in  consultation  with  the 
Secretary  of  Agriculture  and  the  Secretary 
of  Labor,  shall  by  regulation  establish  a  pro- 
gram (hereafter  in  this  section  referred  to 
as  the  program')  for  the  admission  into  the 
United  States  of  seasonal  agricultural  work- 
ers (as  defined  in  subsection  (h)(2)). 

"(b)  Admission  of  Seasonal  Agricultural 
Workers.— A  petition  to  import  an  alien  as 
a  seasonal  agricultural  worker  (as  defined  in 
subsection  (h)(2))  may  not  be  approved  by 
the  Attorney  General  unless  the  petitioner 
certifies  to  the  Attorney  General  the  follow- 
ing: 

"(1)  Seasonal  agricultural  employer  in 
perishable  commodities.— 

"(A)  Nature  of  petitioner.— The  petition- 
er employs  (or  contracts  for  the  employ- 
ment of)  individuals  in  seasonal  agricultural 
services  in  perishable  commodities,  or  is  an 
association  representing  such  employers  or 
contractors. 

"(B)  Requirements  of  petitions.— For 
each  month  concerned  and  for  each  agricul- 
tural employment  region  (designated  under 
subsection  (i)(l))  in  which  the  petitioner  is 
operating,  the  petition  must  specify— 

"(i)  the  total  number  and  qualifications  of 
individuals  in  seasonal  agricultural  services 
in  perishable  commodities  required  in  each 
month,  and 

"(ii)  the  type  of  agricultural  work  re- 
quired to  be  performed  by  these  workers. 

"(2)  Will  make  recruiting  effort.— The 
petitioner  will  make  a  good  faith  effort  to 
recruit  (as  required  by  the  Attorney  Gener- 
al in  regulations)  in  the  area  of  intended 
employment,  including  the  listing  of  em- 
ployment opportunities  with  the  appropri- 
ate office  of  a  governmental  employment 
service,  and  will  accept  for  employment 
able,  willing,  and  qualified  workers  referred 
by  such  office  to  perform  seasonal  agricul- 
tural services  in  perishable  commodities 
until  the  commencement  of  the  seasonal  ag- 
ricultural services  for  which  the  petitioner 
has  recruited. 

"(3)  Report  on  recruitment.— In  the  case 
of  a  petitioner  that  has  employed  seasonal 
agricultural  workers  during  the  previous  12 
months,  the  petitioner  will  provide  a  sum- 
mary of  his  efforts  to  recruit  domestic  work- 
ers to  perform  seasonal  agricultural  services 
in  perishable  commodities  during  that 
period. 

"(4)  Adequate  working  conditions.— The 
petitioner  will  provide  such  wages  and  work- 
ing conditions  as  will  not  adversely  affect 
the  wages  and  working  conditions  of  United 
States  workers  similarly  employed. 

"(5)  Housing.— The  petitioner  will  furnish 
housing  for  seasonal  agricultural  workers 
or,  at  the  petitioner's  option  and  instead  of 
arranging  for  suitable  housing  accommoda- 
tions, will  substitute  payment  of  a  reasona- 
ble housing  allowance  to  the  provider  of  the 
housing,  but  only  if  the  housing  is  otherwise 
available  within  the  approximate  area  of 
employment. 

"(6)  Notice  to  attorney  general  of  em- 
ployment.—The  petitioner  will  notify  the 
Attorney  General  of  the  entering  into,  or 
termination,  of  an  employment  relationship 
with  a  seasonal  agricultural  worker  not 
later  than  72  hours  of  the  time  the  relation- 
ship is  entered  into  or  terminated. 

'(7)  Employment  only  in  seasonal  agri- 
cultural employment  in  perishable  com- 
modities.—The  petitioner  will  not  employ  a 
seasonal    agricultural    worker    for   services 


other  than  seasonal   agricultural  employ- 
ment in  perishable  commodities. 

"(8)  Limitation  on  the  use  op  "n"  work- 
ers in  perishable  commodities.— The  peti- 
tioner will  not  employ  (or  petition  for  the 
employment  of)  a  seasonal  agricultural 
worker  in  any  job  opportunity  when  an  ap- 
plication for  employment  in  that  job  oppor- 
tunity under  section  101(a)(15)(H)(ii)(a)  is 
pending  or  approved. 

"(9)  Job  information  disclosure  to  "n" 
WORKERS.— The  petitioner  shall,  upon  re- 
quest, disclose  in  writing  to  seasonal  agricul- 
tural workers  when  an  offer  of  employment 
is  made,  the  place  of  employment,  the  wage 
rates,  the  employee  benefits  to  be  provided, 
and  any  costs  to  be  charged  for  each  of 
them,  the  crops  and  kinds  of  activities  for 
which  the  worker  may  be  employed,  and  the 
anticipated  period  of  employment. 

"(c)  Suspension  of  Certification.— The 
Attorney  General  shall  suspend  a  petition- 
er's certification  under  subsection  (b)  if  any 
of  the  following  conditions  exist: 

"(1)  Labor  DisptriE.— There  is  a  strike  or 
lockout  in  the  course  of  a  labor  dispute 
which,  under  the  regulations,  precludes 
such  certification. 

"(2)  Violation  of  term  of  previous  certi- 
fication.- 

"(A)  In  general.— The  employer  at  any 
time  during  the  previous  two-year  period 
employed  seasonal  agricultural  workers  and 
the  Attorney  General  has  determined,  after 
notice  and  opportunity  for  a  hearing,  that 
the  employer  at  any  time  during  that 
period— 

"(i)  substantially  violated  an  essential 
term  or  condition  of  the  labor  certification 
under  subsection  (b)  with  respect  to  the  em- 
ployment of  domestic  or  nonimmigrant 
workers,  or 

"(ii)  has  not  paid  any  penalty  for  such  vio- 
lations which  have  been  assessed  by  the  At- 
torney General. 

"(B)  Disqualification  limited  to  one 
year.— No  employer  may  have  its  certifica- 
tion suspended  under  clause  (A)  for  more 
than  one  year  for  any  violation  described  in 
that  clause. 

"(3)  Not  providing  for  workers'  compen- 
sation.—The  employer  has  not  provided  the 
Attorney  General  with  satisfactory  assur- 
ances that  if  the  employment  for  which  the 
certification  is  sought  is  not  covered  by 
State  workers'  compensation  law,  the  em- 
ployer will  provide,  at  no  cost  to  the  worker, 
insurance  covering  injury  and  disease  aris- 
ing out  of  and  in  the  course  of  the  worker's 
employment  which  will  provide  benefits  at 
least  equal  to  those  provided  under  the 
State  workers'  compensation  law  for  compa- 
rable employment. 

"(d)  Roles  of  Agricultural  Associa- 
tions.— 

"(1)  Permitting  filing  by  agricultural 
associations.— A  petition  to  import  an  alien 
as  a  seasonal  agricultural  worker,  and  a 
labor  certification  with  respect  to  such 
worker,  may  be  filed  by  an  association  rep- 
resenting seasonal  agricultural  employers 
which  use  agricultural  services. 

"(2)  Treatment  of  associations  acting  as 
employers.- If  such  association  is  a  joint  or 
sole  employer  of  seasonal  agricultural  work- 
ers, the  certifications  obtained  under  this 
section  by  the  association  may  be  used  for 
the  job  opportunities  of  any  of  its  members 
requiring  such  workers  to  perform  agricul- 
tural services  of  a  seasonal  nature  for  which 
the  certifications  were  obtained. 

"(3)  Treatment  of  violations.— 

"(A)  Member's  violation  does  not  neces- 
sarily  disqualify    association    or   other 


members.— If  an  individual  member  of  such 
an  association  is  determined  to  have  com- 
mitted an  act  that  under  subsection  (c)(2) 
results  in  the  suspension  of  certification 
with  respect  to  the  member,  the  suspension 
shall  apply  only  to  that  member  and  does 
not  apply  to  the  association  unless  the  At- 
torney General  determines  that  the  associa- 
tion or  other  member  participated  in.  or  had 
knowledge  of  and  derived  benefit  from,  the 
violation. 

"(B)  Association's  violation  does  not 
NECESSARILY  DISQUALIFY  MEMBERS.— If  an  as- 
sociation representing  agricultural  employ- 
ers as  an  agent,  joint  employer,  or  employer 
is  determined  to  have  committed  an  act  that 
under  subsection  (c)(2)  results  in  the  sus- 
pension of  certification  with  respect  to  the 
association,  the  suspension  shall  apply  only 
to  the  association  and  does  not  apply  to  any 
individual  member  of  the  association  unless 
the  Attorney  General  determines  that  the 
member  participated  in,  or  had  knowledge 
of  and  derived  benefit  from,  the  violation. 

"(e)  Expedited  Administrative  Appeal  of 
Suspension  of  Certification  Under  Sub- 
section (c)(2).— 

■■(1)  Expedited  procedures.— The  Attor- 
ney General  shall  provide  for  an  expedited 
procedure  for  the  review  of  a  suspension  of 
certification  under  subsection  (c)(2)  or,  at 
the  applicant's  request,  for  a  de  novo  admin- 
istrative hearing  respecting  the  suspension. 
In  the  case  of  a  request  for  such  a  review  or 
hearing,  the  Attorney  General  shall  provide 
that  the  review  or  hearing  take  place  not 
later  than  72  hours  after  the  time  the  re- 
quest is  submitted. 

■•(f)  Hearing  De  Novo  Before  the  United 
States  District  Court.— 

■■(1)  Jurisdiction.— On  complaint,  the  dis- 
trict court  of  the  United  States  in  the  dis- 
trict in  which  the  complainant  resides,  or 
has  his  principal  place  of  business,  or  in  the 
District  of  Columbia,  has  jurisdiction  to 
enjoin  the  Attorney  General  from  suspend- 
ing the  complainants  certification  under 
the  program  and  to  order  the  reinstatement 
of  complainant's  certification  if  it  is  improp- 
erly suspended.  In  such  a  case,  the  court 
shall  determine  the  matter  de  novo  and  the 
burden  is  on  the  Attorney  General  to  sus- 
tain his  suspension. 

"(2)  Precedence  of  cases.— Except  as  to 
cases  the  court  considers  of  greater  impor- 
tance, proceedings  before  the  district  court, 
as  authorized  by  this  and  appeals  there- 
from, take  precedence  on  the  docket  over  all 
cases  and  shall  be  assigned  for  hearing  and 
trial  or  for  argument  at  the  earliest  practi- 
cable dale  and  expedited  in  every  way. 

"(g)  Miscellaneous  Provisions.— 

"(1)  Authority.— The  Attorney  General  is 
authorized  to  take  such  actions,  including 
imposing  appropriate  penalties  and  seeking 
appropriate  injunctive  relief  and  specific 
performance  of  contractual  obligations,  as 
may  be  necessary  to  assure  employer  com- 
pliance with  terms  and  conditions  of  em- 
ployment under  this  section. 

"(2)  Appropriate  documentation.— The 
Attorney  General  shall  provide  for  such  en- 
dorsement of  entry  and  exit  documents  of 
seasonal  agricultural  workers  as  may  \x  nec- 
essary to  carry  out  this  section  and  to  pro- 
vide notice  for  purposes  of  section  27 4A. 

"(3)  Preemption.— The  provisions  of  this 
section  preempt  any  State  or  local  law  regu- 
lating admissibility  of  special  agricultural 
workers. 

"(h)  Definitions.— For  purposes  of  this 
section: 

"(1)  Seasonal  agricultural  services  in 
perishable  commodities.— The  term  season- 
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al  agricultural  services  in  perishable  com- 
modities' means  services  in  agricultural  em- 
ployment including  planting,  cultural  prac- 
tices, production,  cultivation,  growing,  and 
harvesting  involving  perishable  commodities 
(as  defined  by  regulations  of  the  Secretary 
of  Agriculture). 

"(2)  Seasonal  arcicultural  workir.— The 
term  'seasonal  agricultural  worker'  means  a 
nonimmigrant  described  in  section 
lOKaKlSKN). 

"(3)  Caribbean  basin.— The  terms  'Carib- 
bean Basin'  and  Caribbean  Basin  Countries' 
include  those  countries  eligible  to  be  desig- 
nated by  the  President  as  beneficiary  coun- 
tries' under  section  212(b)  of  the  Caribbean 
Basin  Economic  Recovery  Act  (19  U.S.C. 
2702(b)). 

"(i)  Establishment  op  Numerical  Limita- 
tions BY  Agricultural  Employment 
Region.— 

'(1)  Establishment  op  agricultural  em- 
ployment REGION.— For  purposes  of  the  ad- 
ministration of  the  program  the  Attorney 
General  shall  designate  not  more  than  10 
agricultural  employment  regions  within  the 
United  SUtes.  The  entire  United  States 
shall  be  encompassed  by  the  area  of  all  such 
regions. 

"(2)  Numerical  umitations.— After  con- 
sidering the  factors  described  in  paragraph 
(3),  if  the  Attorney  General  determines  that 
seasonal  agricultural  workers  are  required 
for  a  month  for  an  agricultural  employment 
region,  the  Attorney  General  shall  establish 
a  numerical  limitation  on  the  number  of 
nonimmigrant  visas  that  may  be  issued  for 
such  workers  for  that  month  for  that 
region,  except  until  the  end  of  the  third 
year  after  the  effective  date  of  this  Act,  the 
Attorney  General  may  not  establish  a  nu- 
merical limitation  on  the  number  of  such 
visas  that  may  be  issued  at  any  given  time 
in  excess  of  350.000. 

"(3)  Factors  in  determination.— In 
making  the  determination  and  establishing 
numerical  limitations  under  paragraph  (2). 
the  Attorney  General  shall— 

"(A)  base  the  determinations  and  limita- 
tions on  petitions  filed  under  subsection 
(b)(1), 

"(B)  take  into  consideration  the  historical 
employment  needs  of  agricultural  employ- 
ers and  the  availability  of  able,  willing,  and 
qualified  domestic  labor. 

"(C)  take  into  consideration  the  recruit- 
ment efforts  understaken  by  the  Secretary 
of  Labor  under  section  303(c)(1)  of  the  Im- 
migration Control  and  Legalization  Amend- 
ments Act  of  1986,  and 

"(D)  consult  with  the  Secretary  of  Agri- 
culture. 

"(4)  Numerical  limitations  after  three 
years.— The  Attorney  General  shall  estab- 
lish at  the  end  of  the  third  year  after  the  ef- 
fective date  of  this  Act,  a  numerical  limit  on 
the  total  number  of  seasonal  agricultural 
workers  to  be  admitted  into  all  employment 
regions  in  the  United  States  under  the  pro- 
gram at  any  given  time.  In  establishing  a 
numerical  limit  under  this  paragraph,  the 
Attorney  General  shall— 

"(A)  consider  petitions  filed  under  subsec- 
tion (b)(1)  during  the  preceding  years  of  the 
program. 

"(B)  take  into  consideration  the  historical 
employment  needs  of  agricultural  employ- 
ers and  the  availability  of  able,  willing,  and 
qualified  domestic  labor, 

••(C)  take  into  consideration  the  recruit- 
ment efforts  undertaken  by  the  Secretary  of 
Labor  under  section  303(c)(1)  of  the  Immi- 
gration Control  and  Legalization  Amend- 
ments Act  of  1986.  smd 


"(D)  consult  with  the  Secretary  of  Agri- 
culture. 
"(S)  Changes  in  numerical  limitations  in 

EXTRAORDINARY  CIRCUMSTANCES.— 

•'(A)  Inadequate  monthly  and  regional 

LIMITATIONS.— If— 

•'(1)  a  numerical  limitation  has  been  estab- 
lished under  paragraph  (2)  or  (4)  for  a 
region  for  a  month,  and 

••(11)  a  petitioner  described  in  subsection 
(b)(1)  establishes  that  extraordinary  and 
unusual  circumstances  have  resulted  In  a 
significant  change  in  the  petitioner's  need 
for  seasonal  agricultural  workers  specified 
in  the  petition  or  in  the  availability  of  do- 
mestic workers  who  are  able,  willing,  and 
qualified  to  perform  seasonal  agricultural 
employment,  the  petitioner  may  apply  to 
the  Attorney  General  (in  such  form  and 
manner  as  the  Attorney  General  shall  pro- 
vide) for  an  increase  in  the  numerical  limi- 
tations otherwise  established  under  para- 
graphs (2)  and  (4)  to  accommodate  the  cir- 
cumstances. 

"(B)  Determination.— The  Attorney  Gen- 
eral shall  make  a  determination  on  such  an 
application  within  72  hours  of  the  date  the 
application  is  completed.  To  the  extent  the 
application  is  approved,  the  Attorney  Gen- 
eral shall  provide  for  an  appropriate  in- 
crease in  the  appropriate  monthly  and  re- 
gional numerical  limitation.  The  Attorney 
General  may  expand  the  number  of  workers 
admitted  into  the  region  for  which  the  ap- 
plication is  approved  by  transferring  season- 
al agricultural  workers  from  another  region 
with  a  lesser  need  or  by  admitting  addition- 
al workers  from  foreign  countries.  In  the 
event  the  limit  on  the  admission  of  seasonal 
agricultural  workers  for  all  regions  in  the 
United  States  established  under  paragraph 
(4)  has  been  reached  at  the  time  the  appli- 
cation alleging  extraordinary  and  unusual 
circumstances  is  filed,  the  Attorney  General 
shall  follow  the  procedures  in  subparagraph 
(C). 

"(C)  Increase  in  the  numerical  limita- 
tion established  by  the  attorney  gener- 
al.-I  f- 

"(i)  a  numerical  limitation  on  the  admis- 
sion of  seasonal  agricultural  workers  into  all 
employment  regions  has  been  established  by 
the  Attorney  General  under  paragraph  (4) 
and 

"(ii)  a  petitioner  described  in  subsection 
(b)(1)  establishes  under  the  provisions  of 
subparagraph  (A)  and  (B)  that  extraordi- 
nary and  unusual  circumstances  require  an 
increase  in  the  numerical  limitation,  the  At- 
torney General  may  provide  for  an  increase 
in  the  appropriate  numerical  limitation  in 
an  amount  not  to  exceed  20  percent  of  the 
total  numt>er  authorized  for  admission  into 
all  regions.  Any  such  increase  authorized  by 
the  Attorney  General  shall  terminate  upon 
the  end  of  circumstances  requiring  it  and 
shall  not  result  in  a  permanent  expansion  of 
the  numerical  limit  established  by  the  At- 
torney General  under  paragraph  (4). 

•'(j)  ElNTRY  OF  Seasonal  Agricultural 
Workers.— 

•■(1)  Annual  time  limitation.— An  alien 
may  not  be  admitted  to  the  United  States  as 
a  seasonal  agricultural  worker  under  section 
101(a)(15)(N)  for  a  period  of  more  than  nine 
months  in  any  calendar  year.  An  alien  ad- 
mitted under  section  101(a)(15)(N)  during 
any  calendar  year  will  not  be  eligible  for  re- 
admission  into  the  United  States  until  he 
has  returned  to  his  country  of  origin  for  a 
period  of  3  months. 

"(2)  Violators  disqualified  for  s  years.— 
An  alien  may  not  be  admitted  to  the  United 
States  as  a  seasonal  agricultural  worker  if 


the  alien  was  admitted  to  the  United  States 
as  such  a  worker  within  the  previous  five- 
year  period  and  the  alien  during  that  period 
violated  a  term  or  condition  of  such  previ- 
ous admission. 

"(k)  Wages  and  Working  Conditions.— 
The  Attorney  General,  in  consultation  with 
the  Secretaries  of  Agriculture  and  Labor, 
shall  establish  through  regulation  appropri- 
ate wages  and  working  conditions  as  will  not 
adversely  affect  the  wages  and  working  con- 
ditions of  United  States  workers  similarly 
employed  in  the  area  of  intended  employ- 
ment. 

"(1)  Allocation  and  Use  op  Visas  Under 
the  Program.— 

"(1)  In  General.— Nonimmigrant  visas  for 
seasonal  agricultural  workers,  within  the 
numerical  limitations  established  under  sub- 
section (i)(2).  shall  be  made  available  as  fol- 
lows: 

"(A)  Previous  workers.— Visas  shall  first 
be  made  available  to  qualified  nonimmi- 
grants who  have  previously  been  admitted 
as  seasonal  agricultural  workers  and  who 
have  fully  complied  with  the  terms  and  con- 
ditions of  any  such  previous  admission,  pro- 
viding priority  in  consideration  among  such 
aliens  in  the  order  of  the  length  of  time  in 
which  they  were  so  employed. 

"(B)  Others.— Any  remaining  visas  shall 
be  made  available  to  other  qualified  nonim- 
migrants. 

"(C)  Treatment  of  spouses  and  chil- 
dren.—A  spouse  or  child  of  a  seasonal  agri- 
cultural worker  is  not  entitled  to  a  nonim- 
migrant visa  as  such  a  worker  by  virture  of 
such  relationship,  whether  or  not  accompa- 
nying or  following  to  join  the  nonimmi- 
grant, but  may  be  provided  a  nonimmigrant 
visa  as  such  a  worker  if  the  spouse  or  child 
also  is  qualified  as  such  a  worker. 

"(D)  No  individual  employer  visa  peti- 
tion required.- An  alien  admitted  pursuant 
to  section  101(a)(15)(N)  shall  not  be  re- 
quired to  obtain  any  petition  from  any  pro- 
spective employer  within  the  United  Slates 
in  order  to  obtain  a  nonimmigrant  visa 
under  the  program. 

■•(E)  No  limitation  to  particular  employ- 
er OR  crop.— A  nonimmigrant  visa  issued 
under  the  program  shall  not  limit  the  geo- 
graphical area  (other  than  by  agricultural 
employment  region)  within  which  a  season- 
al agricultural  worker  may  be  employed  or 
limit  the  type  of  seasonal  agricultural  em- 
ployment services,  in  perishable  commod- 
ities, the  worker  may  perform. 

••(F)  Disqualification  from  federal  as- 
sistance.—A  seasonal  agricultural  worker 
under  the  program  is  not  eligible  for  any 
program  of  financial  assistance  under  Fed- 
eral law  (whether  through  grant,  loan,  guar- 
antee, or  otherwise)  on  the  basis  of  financial 
need,  as  such  programs  are  identified  by  the 
Attorney  General  in  consultation  with 
other  appropriate  heads  of  the  various  de- 
partments and  agencies  of  Government. 

"(G)  Allocation  of  visas  to  Caribbean 
basin  countries.— The  Attorney  General,  in 
consultation  with  the  Secretaries  of  State 
and  Agriculture,  shall  establish  through 
regulations  the  allocation  of  visas  to  work- 
ers in  specific  countries  under  this  section. 
A  percentage  of  the  visas  issued  shall  be  al- 
located to  qualified  workers  in  countries  lo- 
cated in  the  Caribbean  Basin. 

••(m)  Trust  Fund  for  Program  Adminis- 
tration.— 

(1)  Establishment.— The  Attorney  Gen- 
eral shall  establish  by  regulation  a  trust 
fund  the  purpose  of  which  to  provide  funds 
for  the  administration  of  the  program  and 
to  provide  a  monetary  incentive  for  seasonal 
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agricultural  workers  in  the  program  to 
return  to  their  country  of  origin  upon  expi- 
ration of  their  visas  under  the  program.  The 
Attorney  General  shall  promulgate  such 
other  regulations  as  may  be  necessary  to 
carry  out  this  subsection. 

"(2)  Payments  into  trdst  fund.— In  the 
case  of  employment  of  a  seasonal  agricultur- 
al worker  under  the  program— 

"(A)  Employer  payment.— The  employer 
shall  provide  for  payment  into  the  trust 
fund  established  under  this  subsection  of  an 
amount  equivalent  to  11  percent  of  the 
wages  of  the  worker. 

"(B)  Workers  payment.— There  shall  be 
deducted  from  the  wages  of  the  nonimmi- 
grant and  paid  into  such  trust  fund  an 
amount  eqivalent  to  20  percent  of  the  wages 
of  the  worker. 

"(C)  Wages  defined.— For  purposes  of  this 
paragraph,  the  term  wages'  has  the  mean- 
ing given  such  term  in  section  3121(a)  of  the 
Internal  Revenue  Code  of  1954,  except  that 
for  these  purposes  paragraph  (1)  of  that 
section  shall  not  apply. 

"(3)  Use  of  amounts  in  trust  fund.— 

"(A)  Employer  payments  and  interest.— 
Except  as  provided  in  paragraph  (B), 
amounts  paid  into  the  trust  fund,  and  inter- 
est thereon,  shall  be  used  for  the  purpose  of 
administering  the  program. 

"(B)  Workers  payment.— Amounts  de- 
scribed in  paragraph  (B)  paid  into  the  trust 
fund  with  respect  to  a  worker  and  interest 
thereon  shall  be  paid  to  the  worker  if— 

"(i)  the  worker  applies  for  payment  within 
30  days  of  the  last  day  of  employment 
under  the  program  (as  verified  by  the  Attor- 
ney General)  at  the  United  States  consulate 
nearest  the  worker's  residence  in  the  coun- 
try of  origin,  and 

"(ii)  the  worker  complies  with  the  terms 
and  conditions  of  the  program,  including 
the  obligation  to  be  continuously  employed 
(or  actively  seeking  employment)  in  season- 
al agricultural  employment  in  perishable 
commodities. 

"(4)  Expansion  of  consulates.— The  Sec- 
retary of  State  is  authorized  to  take  such 
steps  as  may  be  necessary  in  order  to 
expand  and  establish  consulates  in  foreign 
countries  in  which  aliens  are  likely  to  apply 
for  nonimmigrant  status  under  the  pro- 
gram.". 

(c)  Authorizations  of  Appropriations 
FOR  Secretary  of  Labor.— There  are  author- 
ized to  be  appropriated  to  the  Secretary  of 
Labor  for  each  fiscal  year,  beginning  with 
fiscal  year  1987,  $10,000,000  for  the  pur- 
poses— 


( 1 )  of  recruiting  domestic  workers  for  tem- 
porary services  which  might  otherwise  be 
performed  by  seasonal  agricultural  workers 
described  in  section  217  of  the  Immigration 
and  Nationality  Act,  and 

(2)  of  monitoring  terms  and  conditions 
under  which  such  temporary  and  seasonal 
agricultural  workers  (and  domestic  workers 
employed  by  the  same  employers)  are  em- 
ployed in  the  United  States. 

(d)  Authorization  of  Appropriations  for 
Secretary  of  Agriculture.— There  are  au- 
thorized to  be  appropriated  for  eaah  fiscal 
year,  beginning  with  fiscal  year  1987,  such 
sums  as  may  be  necessary  for  the  purposes 
of  enabling  the  Secretary  of  Agriculture  to 
carry  out  the  Secretary's  duties  and  respon- 
sibHities  under  section  217  of  the  Immigra- 
tion and  Nationality  Act. 

(e)  Prohibiting  Adjustment  of  Status  of 
Seasonal  Agricultural  Workers.— (1)  Sec- 
tion 245(c)  (8  U.S.C.  1255(c))  is  amended  by 
striking  out  "or "  before  "(S)"  and  by  insert- 
ing before  the  period  at  the  end  the  follow- 
ing: ";  or  (4)  an  alien  (other  than  an  imme- 
diate relative  as  defined  in  section  201(b)) 
who  entered  the  United  States  classified  as 
a  nonimmigrant  under  section 
10I(a)(15)(N).". 

(2)  Section  248(1)  (8  U.S.C.  1258(1))  is 
amended  by  striking  out  'or  (K)"  and  in- 
serting in  lieu  thereof  "(K),  or  (N).". 

(f)  Effective  Date.— (1)  Except  as  provid- 
ed in  paragraph  (2),  the  amendments  made 
by  subsections  (a),  (b),  (c),  and  (e)  of  this 
section  apply  to  petitions  and  applications 
filed  under  section  217  of  the  Immigration 
and  Nationality  Act  on  or  after  the  first  day 
of  the  twelfth  month  beginning  after  the 
date  of  the  enactment  of  this  Act  (hereafter 
in  this  section  referred  to  as  the  "effective 
date"). 

(2)  No  alien  may  be  admitted  as  a  nonim- 
migrant described  in  section  101(a)(15)(N) 
of  the  Immigration  and  Nationality  Act  for 
any  month  after  the  end  of  the  46-month 
period  beginning  on  the  effective  date. 

(g)  Regulations.— the  Attorney  General, 
in  consultation  with  the  Secretary  of  Labor 
and  the  Secretary  of  Agriculture,  shall  ap- 
prove all  regulations  to  be  issued  imple- 
menting sections  101(a)(15)(N)  and  217  of 
the  Immigration  and  Nationality  Act.  Not- 
withstanding any  other  provision  of  law, 
final  regulations  to  implement  such  sections 
shall  first  be  issued,  on  an  interim  or  other 
basis,  not  later  than  the  effective  date. 

(h)  Deportation  of  Seasonal  Agricultur- 
al Workers  for  Failure  To  Be  Employed 


OR  Seek   Employment.— Section   241(a)  (8 
U.S.C.  1251(a))  is  amended- 

( 1 )  by  striking  out  the  period  at  the  end  of 
paragraph  (19)  and  inserting  in  lieu  thereof 
";  or";  and 

(2)  by  adding  at  the  end  the  following  oew 
paragraph: 

"(20)  entered  the  United  States  as  nonim- 
migrants under  section  lOKaKlSKN)  and 
failed  to  be  eontiauously  emplo]red  or  ac- 
tively seeking  employment  in  seasonal  agri- 
cultural employment  in  perishable  commod- 
ities (as  defined  in  section  217(h)(1))  in  ac- 
cordance with  tha  usual  and  customary  em- 
ployment patterns  and  practices.". 

(i)  Sense  of  Congrms  Rcspectihg  Adviso- 
ry Commission.— It  is  Um  sense  of  Congress 
that  the  President  should  establish  an  advi- 
sory commission  which  shall  consult  with 
the  Government  of  Mexico  and  the  govern- 
ments of  other  appropriate  countries  and 
advise  the  Attorney  General  regarding  the 
operation  of  the  seasonal  agricultural 
worker  program  established  under  section 
217  of  the  Immigration  and  Nationality  Act. 

(j)  Conforming  Amendment  to  Table  of 
Contents.— The  table  of  contents  is  amend- 
ed by  inserting  after  the  item  relating  to 
section  216.  as  inserted  by  section  301(f)  of 
this  title,  the  following  new  item: 
"Sec.  217.  Seasonal  agricultural  worker  pro- 
gram.". 

In  the  heading  to  section  403,  insert  "and 
SEASONAL  agricultural  PROGRAM"  after  "pro- 
gram", and  conform  the  table  of  contents 
accordingly. 

In  section  403(a),  insert  "and  the  seasonal 
agricultural  worker  program  (under  section 
217  of  the  Immigration  and  Nationality 
Act)"  after  ■(H-2A)  program". 

In  section  403(a)(1),  strike  out  "the"  and 
insert  in  lieu  thereof  "each  such  program". 

In  section  403(a)(2).  insert  "respective" 
before  "program". 

In  sections  403(a)(3)  and  (4)  (other  than 
subparagraph  (D)),  strike  out  "program" 
and  insert  in  lieu  thereof  "programs". 

In  section  403(a)(4)(C),  strike  out  "and"  at 
the  end. 

In  section  403(a)(4>(D)  insert  "H-2A" 
before  "program"  and  strike  out  the  period 
and  insert  in  lieu  thereof  ",  and". 

At  the  end  of  section  403(a)(4),  insert  the 
following  new  subparagraph: 

(E)  on  the  need  to  continue,  improve,  or 
eliminate  the  seasonal  agricultural  worker 
program. 

In  section  403(b),  insert  "and  on  the  sea- 
sonal agricultural  worker  program"  after 
"program". 
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LEGISLATION  PROTECTING  OF- 
FICIAL NAMES  CREATED  BY 
ALABAMA  SPACE  SCIENCE 
COMMISSION 


HON.  RONNIE  G.  FUPPO 

OF  ALABAMA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday.  September  24.  1986 

Mr.  FLIPPO.  Mr.  Speaker,  I  am  pleased  to 
introduce  on  Ijehalf  of  myself  and  all  the  otfier 
members  of  the  House  from  Alabama,  iegisla- 
tion  which  would  protect  the  use  of  the  official 
names  which  have  been  created  by  the  Ala- 
bama Space  Science  Exhibit  Commission 

The  citizens  of  Alabama  and  the  State  leg- 
islature voted  to  construct  a  rocket  and  space 
exhibition  in  Huntsville,  AL  in  1985.  The  initial 
seed  money  amounting  to  several  million  was 
Invested  by  the  city  of  Huntsville,  Madison 
County  and  the  State  of  Alabama  for  the 
design  and  construction  of  the  Space  and 
Rocket  Center. 

The  Space  and  Rocket  Center  officially 
opened  its  doors  in  1 970.  This  center  has  en- 
joyed astounding  success.  The  Space  and 
Rocket  Center  has  become  the  largest  rocket 
and  space  museum  in  the  world  with  a  collec- 
tion of  1 ,500  pieces  of  rocket  and  space  hard- 
ware valued  at  over  $30  million.  Over  60 
active  exhibits  are  now  part  of  the  exhibition 
center.  The  Space  and  Rocket  Center  sen/es 
as  a  major  repository  for  the  Smithsonian  In- 
stitutions National  Air  and  Space  Museum. 

Since  it  opened,  the  Space  and  Rocket 
Center  has  served  more  than  4  million  visitors. 
Approximately  70  percent  of  the  visitors  to  the 
center  are  from  States  other  than  Alabama 
and  foreign  countries.  Needless  to  say,  the 
most  enthusiastic  visitors  to  this  great  center 
of  space  history  have  been  school-age  chil- 
dren. 

In  1982,  the  Alabama  Space  Science  Exhib- 
it Commission  initiated  a  Youth  Camp  Science 
Program  to  build  on  the  enthusiastic  response 
of  young  visitors  to  the  Space  and  Rocket 
Center.  The  Space  Camp  Program  is  designed 
to  stimulate  interest  in  space,  science  and 
math  through  extensive  hands-on  experience 
with  the  Space  Program.  The  response  to  this 
program  has  been  overwhelming.  The  huge 
success  of  the  Space  Camp  Program  has 
been  the  subject  of  numerous  artrcles  in  na- 
tional magazines  and  newspapers  as  well  as 
network  news  programs. 

Mr.  Speaker,  a  recent  article  published  in 
the  September  3,  1 986  edition  of  Fort)es  mag- 
azine follows  my  remarks. 

Space  Camp  is  the  only  supplemental  edu- 
catksnal  program  in  the  Nation  specifically  in- 
tended to  motivate  youngsters  to  prepare  for 
high  technology  and  scientific  careers.  The 
Space  Camp  Program  influences  its  young 
participants  to  study  science  and  technology 
so  they  will  be  adequately  qualified  to  become 
ttie  scientists  and  engineers  of  tomorrow. 


The  youngsters,  ranging  from  ages  11  to 
16,  spend  5  days  at  the  Space  and  Rocket 
Center's  Museum  complex  in  closely  struc- 
tured programs  nvolving  rocketry,  equipment 
design,  astronaut  training,  computers  and 
career  guidance.  They  work  sophisticated 
equipment  and  converse  with  engineers  and 
scientists  involved  in  aerospace  technology. 
Children  from  varied  ethnic  and  social  back- 
grounds work  side-by-side  each  day. 

At  the  request  of  the  program's  graduates 
for  continuing  studies  between  tnps  to  Hunts- 
ville, a  package  of  home  study  material  is 
being  developed  for  distributions  by  its  Space 
Camp  Club.  Also,  youngsters'  education  will 
be  carried  to  higher  levels  with  the  creation  of 
the  Space  Academy  Science  Program. 

This  season,  some  4,500  boys  and  girls 
from  all  50  States  and  at  least  18  foreign 
countries  will  participate  in  this  remarkable 
educational  program.  This  will  raise  the  5-year 
total  to  more  than  12,500  participants. 

Inspired  by  the  late  Dr.  Wernher  von  Braun, 
the  Space  Camp  is  self  supported  and  de- 
pends on  funding  from  a  number  of  sources 
including  the  Huntsville,  Alabama  Aerospace 
Community,  the  U.S.  Army  Missile  Command, 
and  the  Marshall  Space  Flight  Center  of  the 
National  Aeronautics  and  Space  Administra- 
tion. Just  as  Dr.  von  Braun  founded  the  Space 
and  Rocket  Museum  on  a  self-funded  basis, 
so  have  the  educational  programs  continued 
on  that  philosophy. 

Financial  support  from  the  Nation's  high 
technology  industry  is  growing  each  year. 
Funds  for  construction  of  permanent  facilities 
are  being  raised  from  a  number  of  leading 
corfxjrations.  Among  them  are  Coca-Cola, 
McDonnell  Douglas,  Rockwell  International, 
Morton  Thiokol,  IBM,  Teledyne,  Eastern  Air- 
lines, United  Technologies,  Lockheed,  Boeing, 
Texas  Instruments,  Essex  Corp.,  Control  Data 
Corp.,  TRW,  South  Central  Bell,  Martin  Mariet- 
ta, GoldStar.  Owens  Corning,  Raytheon,  PPG 
Industries,  Polaroid,  Chesebrough-Pond's,  3M, 
First  Alabama  Bank,  J.T.  Schnmsher  Co.,  Her- 
cules, Wyle,  Proctor  and  Gamble,  Atlantic  Re- 
search, Colonial  Bank  of  North  Alabama, 
GTE,  Bendix,  and  Finalco. 

In  my  many  visits  to  the  Space  and  Rocket 
Center,  I  have  been  impressed  with  the  enthu- 
siasm and  interest  demonstrated  by  the  fine 
young  people  who  participate  in  this  program, 
as  well  as  its  highly  qualified  staff.  My  son. 
Cooper,  thoroughly  enjoyed  his  Space  Camp 
experience  and  benefited  greatly  from  the 
educational  opportunities  available  there.  I 
firmly  believe  that  this  young  generation  being 
trained  to  staff  our  aerospace  and  other  high 
technology  programs  in  the  21  st  century  will 
be  able  to  accomplish  even  more  successes 
than  we  have  to  date. 

Today  I  am  introducing  legislation  which 
would  protect  the  use  of  the  official  names 
which  have  been  created  by  the  Alabama 
Space  Science  Exhibit  Commission.  Through 
its  unique  and  excellent  educational  programs 


the  Space  Camp  is  now  recognized  the  world 
over.  My  bill  would  simply  give  the  Commis- 
sion the  exclusion  nghts  to  the  continued  use 
of  the  names  it  created,  such  as  Space  Camp 
and  Space  Acadjmy,  which  have  become 
synonymous  with  these  programs.  I  urge  my 
colleagues  to  support  me  in  this  effort. 

The  bill  follows; 

H.R.  - 

A  bill  for  the  relief  of  the  Alabama  Space 
Science  Exhibit  Commission. 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled. 

SK»TI()N  I    KE(ilSTR\TI()N  OKSERVUE  MARKS. 

Upon  proper  application  by  the  Alabama 
Space  Science  Exhibit  Commission,  an  in- 
strumentalit.v  of  the  Slate  of  Alabama,  the 
Secretary  of  Commerce,  acting  through  the 
Commissioner  of  Patents  and  Trademarks, 
shall  issue  to  said  Alabama  Space  Science 
Exhibit  Commission,  certificates  of  registra- 
tion on  the  Principal  Register  in  Interna- 
tional Class  41  of  the  service  marks  de- 
scribed in  Section  2  pursuant  to  section  7  of 
the  Act  of  July  5.  1946  (15  U.S.C.  1051  et 
.seq.).  Said  registrations  shall  be  without  dis- 
claimers, shall  not  be  subject  to  the  provi- 
sions of  Sections  12  and  13  of  said  Act  and 
shall  not  be  cancellable  on  the  ground  that 
the  service  marks  are  merely  descriptive  or 
the  common  descriptive  name  of  the  serv- 
ices. 

SEC.  2.  DESCRIPTION  OF  SERVICE  MARKS. 

The  service  marks  referred  to  in  section  1 
are  used  by  the  Alabama  Space  Science  Ex- 
hibit Commission  for  educational  programs 
relating  to  science  and  technology  and  are 
further  described  as  follows: 

(1)  "The  Space  and  Rocket  Center  ". 

(2)  "Space  Camp". 

(3)  "Space  Academy". 

(4)  "United  States  Space  Camp". 

(5)  "United  States  Space  Academy". 


[Prom  Forbes,  Sept.  3,  1986] 

Space  Cadets 

(By  Jeff  Bloch) 

The  trouble  begins  as  the  crew  of  space 
shuttle  Discovery  prepares  to  return  to 
Earth.  Navigators  must  position  the  craft  at 
the  precise  angle  for  re-entry,  but  there  is  a 
problem.  "Um,  flight  director,  we  don't 
know  which  buttons  to  push, "  reports  Com- 
mander David  Parks.  No  sweat  for  flight  di- 
rector Stewart  Sentell.  who  sizes  up  the 
available  options,  then  barks  out  his  order: 
"Skip  some  stuff." 

Welcome  to  the  U.S.  Space  Camp  in 
Huntsville.  Ala.  For  one  week  children  11  to 
16  have  a  chance  to  rehearse  today  for  the 
experiences  they  could  encounter  as  adult 
astronauts  tomorrow.  "I  can  learn  a  whole 
semester  of  science  here  in  one  day.  And  it's 
fun, "  says  Brian  Dowling,  14,  from  Boynton 
Beach,  Fla.  "I  intend  to  go  to  MIT,  then  Air 
Force  pilot  training.  Then  I'll  wait  for 
NASA." 


•  This  "bullet"  symbol  identifies  statements  or  insertions  which  are  not  spoken  by  a  Member  of  the  Senate  on  the  floor. 
Matter  set  in  this  typeface  indicates  words  inserted  or  appended,  rather  than  spoken,  by  a  Member  of  the  House  on  the  floor. 
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NASA  sorely  needs  that  Kind  of  enthusi- 
asm these  days.  There  has  been  little  good 
news  out  of  the  Marshall  Space  Flight 
Center  since  the  space  shuttle  Challenger 
exploded  last  January.  Yet  despite  the  con- 
tinuing bad  press  that  has  followed.  Space 
Camp  and  its  adjoining  museum  remain  an 
oasis  of  optimism.  Campers  say  they  see  no 
reason  that  disaster  should  alter  their 
future  flight  plans.  There's  a  risk  in  every- 
thing,"  says  il-year-oid  space  cadet  Liz  Car- 
leton,  from  Tipp  City.  Ohio.  'So  what's  the 
big  deal?"  In  fact,  inquiries  about  camp  en- 
rollment doubled  in  the  weeks  following  the 
accident.  .\nd  both  active  and  retired  NASA 
officials  who  lecture  the  campers  seem  to 
enjoy  the  opportunity  to  address  enthusias- 
tic and  noncritical  ears.  "" 

The  camp  is  the  brainchild  of  Wernher 
von  Braun,  the  famed  rocket  scientist  who 
worked  at  the  Marshall  Center  after  leaving 
Nazi  Germany.  In  the  late  1960s,  the  state 
of  Alabama  marketed  a  $1.9  million  bond 
issue  to  build  a  space  museum  on  35  acres 
adjacent  to  the  Space  Center.  The  museum 
was  such  a  successful  tourist  attraction  that 
the  space  camp  was  added  in  1982.  Tuition 
fees  of  $425  to  $575  (depending  on  age!  per 
week  meet  the  camp's  $2  million  annual 
budget  for  some  5.000  campers. 

"We  have  football  camps  and  cheerleader 
camps.  Why  don't  we  have  science  camps?" 
asks  camp  director  Edward  O.  Buckbee.  We 
may  lead  some  youngsters  toward  a  career 
they  never  knew  existed.  I'm  going  to  be 
very  disappointed  if  we  don't  see  some 
campers  in  space  in  the  21st  century." 
Indeed,  the  camp's  regimen  and  equipment 
are  so  authentic  that  NASA  sent  its  ten 
teacher  shuttle  candidates,  including  New- 
Hampshire  grade  school  teacher  Christa 
McAuliffe,  there  in  1985. 

Campers  arrive  weekly,  beginning  in 
March  and  ending  each  Labor  Day,  and  are 
divided  by  age  into  space  shuttle  teams, 
then  suited  up  in  copies  of  astronaut  flight 
suits.  The  younger  children  start  with  class- 
es on  the  principles  of  rocketry  and  propul- 
sion. Later  they  launch  their  own  18-inch 
balsa  wood  rockets  carrying  payloads  of  live 
crickets  and  propelled  by  small  fuel  pellets. 
Splashdown  and  rescue  techniques  are  prac- 
ticed in  an  indoor  pool.  NASA  officials  and 
other  experts  provide  lectures  on  the  Ameri- 
can and  Soviet  space  programs  and  other 
topics,  during  which  campers  mostly  want 
to  know  exactly  when  they  can  hop  aboard 
a  real  mission. 

For  the  older  set,  this  is  even  less  your 
typical  tent-and-canoe  wilderness  adventure. 
The  14-to-16-year-old  campers  design  space 
stations,  practice  space  walks  using  discard- 
ed NASA  simulators,  and  prepare  for  their 
final  performance:  a  mock  two-hour  shuttle 
mission. 

While  the  younger  campers  perform  a 
brief  mock  flight,  the  older  kids'  missions 
take  place  on  what  looks  like  a  movie  sound 
stage.  Mission  control  is  designed  to  resem- 
ble the  real  thing  in  Houston.  Nine  campers, 
dressed  in  blue  flight  suits  and  sneakers,  sit 
in  front  of  banks  of  consoles  crammed  full 
of  buttons,  switches,  colorful  lights  and 
video  monitors.  Some  of  the  equipment 
came  from  NASA,  while  other  panels  were 
designed  with  the  advice  of  NASA  engi- 
neers. A  videotape  of  an  actual  shuttle 
flight  accompanies  the  mission  director's 
launch  and  landing  commands. 


EXTENSIONS  OF  REMARKS 

TAX  REFORM:  WHAT'S  RIGHT 
AND  WHAT'S  NOT 


HON.  BYRON  L.  DORGAN 

OF  NORTH  DAKOTA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  DORGAN  of  North  Dakota.  Mr.  Speaker, 
I  intend  to  vote  in  favor  of  this  tax  reform  bill 
because  I  think  it  is  much  better  than  present 
law. 

This  tax  bill  makes  more  progress  than 
anyone  dreamed  possible  in  Dbliteratmg  tax 
shelters  that  now  allow  those  with  money  In 
this  country  the  opportunity  to  avoid  payincj 
income  taxes. 

Unfortunately,  the  tax  shelter  industry 
became  the  growth  industry  of  the  i970's  and 
early  I980's.  It  turned  good  investments  into 
bad  investments  and  bad  investments  Into 
good  investments  and  it  put  the  Government 
in  the  position  of  making  decisions  about 
where  they  wanted  people  to  direct  their  in- 
vestments. 

I  happen  to  agree  with  President  Reagan 
that  It  is  far  better  to  have  the  market  system 
determine  where  investment  capital  should 
move.  Let  the  market  system  determine  based 
on  the  nsks  of  reward  and  loss  where  some- 
one might  want  to  invest  theit  money.  This  tax 
bill  takes  a  giant  step  in  that  direction. 

This  tax  reform  bill  also  takes  over  6  million 
low-income  Americans  off  the  income  tax 
roles.  It  broadens  the  tax  base  and  lowers  the 
tax  rate  which  I  thmk  is  a  step  in  the  right  di- 
rection. 

The  bill  also  contains  provisions  that  I  think 
are,  in  the  main,  helpful  to  agriculture.  Agricul- 
ture has  become  a  haven  for  tax  shelters.  In- 
vestment in  some  areas  of  agriculture  has 
been  motivated  more  by  tax  loopholes  than  by 
the  pursuit  of  profits. 

This  tax  bill  eliminates  many  of  the 
schemes  by  which  investors  move  money  into 
agriculture  >  shelters  to  try  to  farm  the  Tax 
Code.  Notably,  the  passive  loss  restrictions 
will  discourage  off-farm  investments  merely  to 
avoid  tax  liability  and  the  use  of  tax  exempt 
bonds  for  agricultural  loans  on  farm  deprecia- 
ble property  will  be  limited  to  S250,000  per 
borrower. 

This  tax  bill  also  remedies  several  of  the  tax 
hurdles  that  family  farmers  now  face.  Farmers 
who  participate  in  loan  restructuring  programs 
will  no  longer  be  liable  for  the  tax  on  the 
amount  of  that  loan  write-down.  This  will  allow 
the  farmer  an  opportunity  to  continue  farming 
and  ultimately  repay  his  debt  as  originally  in- 
tended by  Federal  loan  restructuring  pro- 
grams. Self-employed  individuals,  including 
farmers,  will  be  able  to  deduct  25  percent  of 
the  premium  costs  for  health  insurance. 

But  let  me  point  out  that  this  tax  reform  bill 
is  not  without  problems.  There  are  a  number 
of  things  that  concern  me  abput  this  legisla- 
tion. First,  I  think  the  top  rate  is  too  low.  I 
think  providing  a  tax  cut  for  the  wealthiest  in- 
dividuals in  America  on  the  heels  of  substan- 
tial tax  cuts  they  received  from  the  1981  tax 
bill  and  at  a  time  when  America's  suffering 
from  a  huge  Federal  budget  deficit  is  abso- 
lutely ludicrous. 
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I  feel  very  strongly  that  we  should  have  had 
one  or  two  additional  rates  at  the  top  to  soak 
up  the  tax  cut  for  the  rich  contained  m  this  bill. 

The  pnnciple  of  a  "broadened  base"  and 
"lowered  rate"  makes  sense  to  me  but  i  think 
ihis  bill  overdoes  it.  The  "lowered  rate"  which 
puts  scmeone  in  the  $29,000  income  class  in 
the  same  tax  bracket  as  someone  earning 
3300,000  defies  all  good  sense. 

I  expect  that  we're  stuck  with  that  position 
only  because  the  Senate  and  the  White 
House  became  intoxicated  with  dnving  down 
the  top  tax  rate  for  the  weaithy  to  28  percent. 
Well,  that  s  not  a  priority  with  me. 

I  am  also  concerned  with  the  retroactivity  of 
certain  provisions  in  the  Tax  Code  I  think  ail 
changes  in  the  tax  bill  should  have  been  pro- 
spective. People  have  made  decisions  based 
on  the  current  code  and  I  think  it's  unfair  to 
retroactively  punish  them  for  the  decisions 
they  made  based  on  current  law.  That  In- 
cludes decisions  that  deal  with  the  investment 
tax  credit,  depreciation,  bonding,  and  dozens 
of  other  things. 

Another  area  that  concerns  me  is  the  Fed- 
eral workers  retirement  provisions  which 
under  no  circumstances  should  have  been 
made  retroactive.  I  think  those  provisions  are 
blatantly  unfair  to  Federal  workers  who  have 
been  faking  it  on  the  chin  in  a  dozen  different 
ways  in  our  budget  and  tax  provisions  in 
recent  years. 

I  also  believe  that  income  averaging  should 
have  been  retained  for  farmers.  The  agricul- 
tural industry  is,  by  its  nature,  unpredictable, 
dependent  on  a  variety  of  external  forces 
beyond  the  control  of  the  farmer.  Income 
averaging  Is  a  necessary  tax  provision  in  as- 
sisting the  farmer  in  dealing  with  the  tremen- 
dous fluctuations  in  income. 

A  final  point  that  I  want  to  make  is  that  this 
tax  bill  should  have  "raised  revenue."  Essen- 
tially, every  thinking  person  In  this  town  under- 
stands we  need  additional  revenue  to  move 
toward  a  balanced  Federal  budget.  The  re- 
quirement that  this  bill  be  revenue  neutral  was 
ridiculous  from  the  start  and  I  think  it's  even 
more  ridiculous  today.  We're  passing  a  tax  bill 
which  closes  tax  loopholes  and  uses  the 
entire  revenue  from  that  to  drive  down  the  tax 
rates.  At  least  half  of  the  revenue  should  have 
been  used  to  reduce  the  Federal  deficit. 

Despite  these  areas  of  concern  about  the 
bill,  let  me  be  clear  that  I  intend  to  vote  for  it 
because  when  all  is  said  and  done,  this  tax 
bill  is  better  than  present  law  and  we  can  cor- 
rect its  deficiencies.  We  can  correct  the 
errors,  and  I  have  no  doubt  that  in  a  correc- 
tions bill  next  year  we  will  fine  tune  this  bill  the 
right  way,  and  I  intend  to  push  for  that. 


SOLARZ  CALLS  FOR  LIFTING  OF 
UNITED  STATES  SANCTIONS 
AGAINST  POLAND 


HON.  LEE  H.  HAMILTON 

OF  INDIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  HAMILTON.  Mr.  Speaker,  I  want  to 
draw  to  the  attention  of  my  colleagues  an  ex- 
cellent article  in  the  Washington  Post  on  Sep- 
tember 24,   1986,  by  our  distinguished  col- 
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league  from  New  York,  Stephen  Solarz,  who 
has  recently  returned  from  a  visit  to  Poland. 

I  commend  him  for  his  insights  and  fully  en- 
dorse his  recommendations  for  U.S.  policy. 
The  United  States  must  find  a  way  to  respond 
positively  to  recent  events  in  Poland  so  that, 
step-by-step,  United  States-Polish  relations 
can  improve. 

The  text  of  Congressman  Solarz' s  article 
follows: 
[FYom  the  Washington  Post,  Wednesday. 

Sept.  24,  1986] 
It's  Time  To  Lift  Sanctions  on  Poland 

(By  Stephen  J.  Solarz.  MC) 
The  recent  release  of  Poland's  political 
prlBoners  is  a  tribute  to  the  resilience  of  the 
Polish  resistance  and  demonstrates  a  recog- 
nition on  the  part  of  the  Jaruzelski  govern- 
ment that  at  least  some  degree  of  national 
reconcilation  is  a  necessary  condition  for 
solving  the  country's  many  problems. 

At  this  moment  when  the  government- 
called  "the  power"  in  Poland— and  society 
are  exploring  the  basis  of  a  new  relation- 
ship, the  United  States  should  move  quickly 
to  encourage  further  progress  on  human 
rights  and  economic  reform.  Specifically,  it 
should  lift  the  remaining  sanctions— denial 
of  most-favored-nation  tariff  status  and  a 
prohibition  on  government-guaranteed  cred- 
its—that were  imposed  following  the  decla- 
ration of  martial  law.  A  failure  to  respond 
would  forfeit  our  best  chance  of  exerting  in- 
fluence. The  Jaruzelski  regime  would  con- 
tinue to  place  blame  for  Poland's  dreary 
economic  situation  not  on  the  government's 
own  ideology  and  incompetence,  where  it 
t>elongs.  but  on  American  sanctions.  And 
Poles  friendly  to  the  United  States,  who 
now  believe  that  further  steps  toward 
Polish-American  normalization  are  over- 
due, would  conclude  that  the  United  States 
has  abdicated  any  rule  in  their  future. 

Sanctions  were  the  appropriate  American 
response  to  the  imposition  of  martial  law  in 
December  1981.  They  demonstrated  that  we 
were  not  prepared  to  deal  with  the  Jaru- 
zelski regime  on  a  business-as-usual  basis 
and  enabled  us  in  a  highly  visible  way  to  de- 
clare solidarity  with  Solidarity. 

But  five  years  later,  our  point  has  been 
made.  Polish  authorities  have  taken  a 
numljer  of  steps  to  alleviate  some  of  the 
more  conspicuous  features  of  their  despot- 
Ism.  Conditions  in  Poland  compare  favor- 
ably with  those  in  most  other  Eastern  Euro- 
pean countries.  The  regime  in  Warsaw  still 
tolerates  a  flourishing  underground  press,  a 
measure  of  outspoken  criticism  and  an  inde- 
pendent church. 

We  now  find  ourselves  in  the  anomalous 
position  of  according  Romania  and  even  the 
Soviet  Union  more  favorable  treatment  in 
some  regards  than  we  offer  Poland,  al- 
though from  a  human  rights  standpoint  the 
situation  in  Poland  is  better  than  in  either 
of  those  nations.  The  paradox  has  been 
noted— and  not  to  our  advantage— by  the 
Polish  people. 

I  recently  returned  from  four  days  in 
Poland,  where  I  met  with  senior  officials  of 
the  government  and  with  Cardinal  Glemp, 
Lech  Walesa  and  other  Poles  who  have  dis- 
tinguished themselves  by  their  courage  and 
convictions.  Most  conveyed  the  same  mes- 
sage: it  is  now  time  for  the  United  States  to 
life  the  remaining  sanctions,  particularly  in 
the  context  of  a  willingness  by  the  Polish 
government  to  release  its  political  prisoners. 
If  the  Polish  people,  who  welcomed  Amer- 
ican sanctions  when  they  were  imposed,  still 
favored  their  continuation,  we  should  think 
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twice  l)efore  rescinding  them.  But  in  view  of 
their  apparent  desire  for  the  removal  of 
what  they  increasingly  see  as  discriminatory 
measures,  a  failure  to  do  so  now  that  the  po- 
litical prisoners  have  been  released  risks 
alienating  the  very  people  we  seek  to  aid. 

The  establishment  of  a  dialogue  between 
government  and  society  is  the  direction  the 
current  regime  claims  it  wants  to  go.  We 
would  have  a  l)etter  chance  of  encouraging 
movement  by  lifting  sanctions  than  by 
maintaining  them. 

Rescinding  sanctions  does  not  deprive  us 
of  leverage  on  the  Polish  government.  If  the 
regime  were  to  rearrest  the  prisoners  it  has 
just  released,  sanctions  could  always  be  re- 
imposed.  In  any  case,  removing  the  prohibi- 
tion on  trade  credits  is  not  the  same  as  ex- 
tending new  credits.  We  could  make  the  gov- 
ernments  desire  for  U.S.  credits  contingent 
on  further  progress  toward  the  goals  we 
seek. 

Solidarity's  fate  suggests  that  restoration 
of  genuinely  free  trade  unions  is  still  rigidly 
opposed  by  the  Polish  regime  and  its  Krem- 
lin sponsors.  Even  so.  it  may  be  feasitfle  to 
speak  of  working  for  incremental  progress 
toward  a  pluralism  in  which  a  certain  inde- 
pendence is  permitted— not  just  for  the 
church,  which  already  enjoys  considerable 
autonomy,  but  also  for  trade  unions,  various 
kinds  of  clubs  and  academic  associations.  A 
reduction  in  censorship  and  greater  oppor- 
tunity for  the  expression  of  opinion  may 
also  be  possible.  Such  developments  would 
make  life  more  bearable  for  the  Polish 
people,  and  would  strengthen  Polish  society 
in  its  ongoing  efforts  to  carve  out  greater 
autonomy  from  a  repressive  regime. 

This  is  the  season  for  evolutionary,  not 
revolutionary,  change  in  Poland,  for  modest 
progress  rather  than  miraculous  transfor- 
mation. Ending  American  sanctions  will  not 
fundamentally  alter  the  condition  under 
which  Poles  live.  But  it  could  promote  the 
small  but  significant  improvements  that 
would  make  those  conditions  more  tolera- 
ble. 
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LEVERAGED  BUYOUT  DEBTS 
THREATEN  ECONOMIC  HEALTH 


HON.  WILUAM  (BILL)  CLAY 

OF  MISSOURI 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24.  1986 
Mr.  CLAY.  Mr.  Speaker,  on  August  14, 
1986,  I  introduced  House  Resolution  535 
which  is  intended  to  address  problems  certain 
to  arise  as  a  result  of  the  leveraged  buyout  of 
Safeway  Stores,  inc.  As  I  pointed  out  at  the 
time,  the  Safeway  buyout  resulted  in  over  $4 
billion  in  debt  without  producing  one  new  job, 
one  new  store  or  one  new  product.  In  fact, 
while  a  few  individuals  have  figured  out  a  way 
to  reap  obscene  profits,  they  may  well  have 
done  so  at  the  expense  of  a  once  profitable 
company  and  the  workers  and  consumers 
who  made  that  company  profitable. 

Unfortunately,  Safeway  is  but  one  example 
of  a  much  larger  phenomenon.  As  the  follow- 
ing article  by  James  Sterngold  of  the  New 
York  Times  makes  clear,  "major  financial  insti- 
tutions are  pouring  billions  of  dollars  into  the 
booming  field  of  leveraged  buyouts."  Not  only 
are  these  paper  transactions  syphoning  funds 
that  might  otherwise  be  used  to  enhance  pro- 
ductivity and  the  development  of  new  prod- 
ucts, but  the  popularity  of  this  latest  fad  may 


now  be  threatening  the  well-t)eing  of  other- 
wise healthy  institutions. 

Mr.  Speaker,  I  commend  the  following  arti- 
cle to  the  attention  of  the  Memtiers: 
Lure  of  Leveraged  Buyouts 
(By  James  Sterngold) 

As  if  he  did  not  have  enough  to  read  al- 
ready, Brian  P.  Wruble  now  has  Chicago's 
two  daily  newspapers  delivered  to  his  Man- 
hattan home  every  morning.  The  reason: 
The  Equitable  Capital  Management  Corpo- 
ration, which  he  runs,  has  invested  $50  mil- 
lion in  a  $145  million  leveraged  buyout  of 
The  Chicage  Sun-Times,  and  he  wants  to 
keep  a  close  eye  on  his  investment,  as  well 
as  its  competitor.  The  Chicago  Tribune. 

"We'll  monitor  this  much  more  intensely 
than  we  would  other  kinds  of  investments" 
such  as  regular  stocks  or  bonds,  said  Mr. 
Wruble.  His  company  has  financed  numer- 
ous leveraged  buyouts  in  a  variety  of  busi- 
nesses, including  last  year's  $59  million 
buyout  of  Ecolaire.  a  maker  of  equipment 
for  electric  utilities. 

Indeed,  he  must  be  more  vigilant,  since  le- 
veraged buyouts  are  unlike  other  corporate 
investments;  They  create  much  more  finan- 
cial pressure,  and  risk,  by  committing  a  sig- 
nificant share  of  a  company's  income  to 
paying  off  the  debt  assumed  in  buying  out 
the  previous  owners. 

stepping  up  commitments 

Nonetheless,  major  financial  institutions 
are  pouring  billions  of  dollars  into  the 
booming  field  of  leveraged  buyouts.  Equita- 
ble and  other  institutional  investors  are 
either  stepping  up  their  commitments  to 
buyouts  or  coming  in  for  the  first  time. 

Many,  such  as  state,  municipal  and  corpo- 
rate pension  funds  and  university  endow- 
ments, are  eagerly  chipping  in  to  a  lot  of 
new  buyout  funds  run  by  leveraged  buyout 
firms.  The  firms  are  paid  a  fee  for  managing 
the  money,  finding  good  deals  and  then 
structuring  the  buyouts  and  investing  the 
fund's  capital,  usually  in  a  mix  of  debt  and 
equity. 

Typically,  the  buyers,  who  include  man- 
agement, put  up  about  10  percent  of  the 
purchase  price  in  permanent  equity  capital 
and  finance  the  rest  with  debt  that  the  com- 
pany hopes  to  pay  down. 

The  surge  of  new  money  available  for 
buyouts,  however,  is  coming  as  the  climate 
is  changing  for  the  worse:  Solid  deals  are 
harder  to  find,  and  investment  returns  are 
already  slipping,  in  some  cases  significantly. 

AVERAGE  RETURN  DECLINING 

Mr.  Wruble.  for  instance,  said  Equitable's 
historic  return  of  about  30  percent— an  aver- 
age of  its  return  on  equity  and  debt  invest- 
ments—is falling  closer  to  20  percent.  These 
are  far  more  sobering  numbers  than  the 
publicized  returns  on  a  few  spectacular 
transactions,  which  have  repaid  equity  in- 
vestors hundreds  of  times  their  investment 
in  a  couple  of  years.  But  these  are  the  real 
figures  the  institutions  report  they  are 
earning. 

The  flood  of  capital,  ironically,  is  contrib- 
uting to  the  declining  returns.  Too  much 
capital  is  chasing  too  few  opportunities,  and 
the  prices  of  attractive  buyouts  are  being 
bid  up  as  throngs  of  investors  pursue  them. 

Even  with  such  concerns,  leveraged 
buyouts,  known  as  L.B.O.'s.  have  clearly 
moved  out  of  the  backwaters  of  the  finan- 
cial world  into  its  mainstream,  and  have  rev- 
olutionized the  way  companies  are  bought 
and  sold  and  the  way  major  institutions 
invest   their  capital.   In  corporate  board- 
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rooms,  leveraged  buyouts  are  as  respectable 
as  pinstriped  suits— and  almost  as  common. 

CARErniXY  PLANNED  MOVES 

"We  don't  look  at  L.B.O.'s  to  be  high- 
risk,"  said  John  C.  Chenoweth,  investment 
officer  of  the  Minneapolis  Employees  Re- 
tirement Fund,  which  has  decided  to  invest 
about  $50  million  of  its  $750  milUon  of 
assets  in  leveraged  buyouts.  "With  all  the 
work  that  goes  into  preparing  these  transac- 
tions, an  L.B.O.  is  a  much  more  studied  deci- 
sion than  just  buying  a  stock  or  a  bond.  I'm 
conunitted  to  the  concept." 

In  1983,  the  87  leveraged  buyouts  whose 
terms  were  disclosed  had  a  total  value  of 
$4.5  billion,  according  to  Mergers  &  Acquisi- 
tions magazine.  That  shot  up  to  last  year's 
119  deals  with  a  disclosed  value  of  $19.3  bil- 
lion. In  the  first  six  months  of  1986,  there 
were  39  whose  terms  were  disclosed,  worth 
$13.7  billion,  according  to  Mergers  &  Acqui- 
sitions. 

And  the  numbers  are  likely  to  rise  still 
higher. 

"The  business  schools  teach  that  capital  is 
a  limited  resource,  but  we've  found  there  is 
no  limit  to  the  capital  when  the  deal  is  good 
enough, "  said  Prank  E.  Richardson,  a  prin- 
cipal of  the  Wesray  Capital  Corporation,  a 
major  leveraged  buyout  firm.  "The  problem 
today  is  not  getting  capital,  but  finding  rea- 
sonable investments  for  it." 

BIG  NEW  FUNDS  ORGANIZED 

Forstmann  Little  &  Company,  a  major  le- 
veraged buyout  investment  banking  firm, 
just  raised  a  new  fund  from  institutions  to 
finance  its  deals,  giving  it  about  $1.5  billion. 
Another  major  firm,  Kohlberg,  Kravis,  Rob- 
erts &  Company,  has  raised  $2  billion. 

Even  Goldman,  Sachs  &  Company,  which 
is  among  the  leaders  of  traditional  corpo- 
rate financing,  decided  to  jump  into  the 
fray  by  starting  its  own  fund  this  year. 
Goldman  originally  sought  just  $100  million 
but  quickly  garnered  $250  million.  ""We 
could  have  raised  a  lot  more  than  that," 
said  Fred  Eckert,  partner  in  charge  of  the 
leveraged  buyout  department. 

Much  of  the  money  in  buyouts  comes 
from  commercial  banks.  Like  other  institu- 
tions, banlcs  sometimes  finance  several 
layers  in  a  buyout,  putting  up  some  of  the 
equity  as  well  as  becoming  a  lender.  Citi- 
bank, for  one,  can  both  invest  in  equity  and 
lend  funds,  and  in  both  fields  is  increasing 
its  exposure.  For  instance,  it  now  allows  its 
buyout  specialists  to  invest  up  to  $100  mil- 
lion of  equity  in  each  deal  without  seeking 
extraordinary  approval— seven  years  ago  the 
figure  was  $2  million.  And  the  Bankers 
Trust  Company  just  had  a  frenzied  string  of 
helping  line  up  about  $4  billion  of  debt  for 
buyouts  in  one  week. 

The  institutions  are  throwing  their  capital 
into  buyouts  because  of  the  profits  generat- 
ed in  the  past  four  to  five  years,  ideal  ones 
for  leveraged  buyouts— the  economy  and 
corporate  profits  were  generally  strong,  in- 
terest rates  were  steadily  falling  and  the 
stock  market  was  booming. 

So  successful  has  the  technique  proved 
that  some  companies  have  undergone  re- 
peated buyouts.  The  Lesley  Fay  Companies, 
a  garment  manufacturer,  went  through  a 
buyout  in  1982,  another  in  1984  and  then 
sold  shares  to  the  public  this  year,  each 
time  generating  substantial  profits  for  the 
participants. 

Perhaps  the  best  symbol  of  the  powerful 
allure  of  leveraged  buyouts  hangs  in  the  en- 
tranceway  to  the  sleek  Manhattan  offices  of 
Forstmann  Little:  It  is  an  old  poster  for  the 
French  national  lottery  showing  a  man  in  a 
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business  suit  leaping  crazily  into  the  air, 
clutching  f istfuls  of  paper  money. 

Gamett  L.  Keith,  vice  chairman  of  the 
Prudential  Insurance  Company,  which  has 
invested  some  $2  billion  in  leveraged 
buyouts,  said  his  only  regret  is  that  his  com- 
pany had  not  placed  more.  But  Prudential  is 
trying  to  make  up  for  that,  he  added,  with  a 
goal  of  investing  a  total  of  $5  billion. 

The  inflow  of  new  money,  however,  could 
well  cast  a  shadow  over  the  business. 

COMMENTS  ON  TODAY'S  FIELD 

"A  lot  Of  people  look  back  at  the  returns 
of  the  last  four  years  and  think  it  will 
always  work  that  way,  but  I  think  you're 
fooling  yourself  to  think  you'll  get  the  same 
kinds  of  yields  going  forwards,"  said  Mr. 
Keith. 

Frederick  R.  Adler,  a  principal  in  Adler  St 
Shaykin,  which  arranged  the  buyout  of  The 
Chicago  Sun-Times,  added:  "The  big  ques- 
tion that  everyone  has,  and  it  has  to  be 
taken  seriously,  is  if  we  can  keep  our  re- 
turns if  we're  investing  so  much  more 
money.  It  is  getting  harder." 

The  problem  for  institutions  today  is  how 
they  can  capture  the  kind  of  high  returns 
on  their  investments  that  they  were  able  to 
achieve  over  the  past  five  years.  They  have, 
for  instance,  watched  interest  rates  decline 
sharply  in  recent  years,  slashing  their  re- 
turns. Treasury  bonds  yielded  nearly  11  per- 
cent a  year  ago  and  just  7.5  percent  today. 

Financing  leveraged  buyouts  is  one  means 
they  use  to  regain  the  old,  high  returns. 
Some  institutions  say  their  return,  figured 
as  a  blend  of  their  equity  and  debt  invest- 
ments, has  been  as  high  as  40  percent. 

So  seductive  is  the  leveraged  buyout  a 
arena  that  it  has  sucked  in  money  that  had 
been  earmarked  for  other  kinds  of  specula- 
tive corporate  investments,  particularly  ven- 
ture capital. 

LESS  FOR  VENTURE  CAPITAL 

Much  of  the  money  that  Bankers  Trust 
and  Citibank,  for  instance,  invest  in  buyouts 
come  from  funds  that  had  been  planned  for 
venture  capital. 

■■■\renture  capital  that  once  found  its  way 
into  Silicon  Valley  is  now  finding  its  way 
into  the  Rust  Bowl  in  the  form  of  L.B.O.'s," 
said  Robert  C.  O'Brien,  managing  director 
of  corporate  finance  at  Bankers  Trust. 

But  everyone  seems  to  have  the  same  idea 
at  the  same  time.  So  many  people  are  comb- 
ing through  annual  reports  looking  for  can- 
didates to  buy.  experts  agree,  that  the  qual- 
ity of  many  of  the  proposed  deals  is  sinking. 

*"I  would  say  about  5  percent  of  the  deals 
we  see  would  seem  to  work."'  said  Mr. 
Wruble.  "Before.  I  would  have  to  say  that 
one  in  five  of  those  we  saw  worked." 

Jerome  L.  Katz,  president  of  Charter- 
house International,  a  leveraged  buyout 
firm  financed  largely  with  British  capital, 
said:  ""The  prices  paid  for  companies  have 
gone  up  dramatically.  There  has  been  what 
seemed  something  of  a  feeding  frenzy,  but  I 
don't  have  the  courage  to  pay  those  kinds  of 
multiples  for  companies." 

Don  L.  Hale,  general  manager  of  corpo- 
rate finance  at  the  General  Electric  Credit 
Corporation,  remarked,  "We  turn  down 
more  deals  than  ever  because  they  don"t 
make  sense  to  us."  And  yet,  he  added,  deals 
that  his  company  passes  up  are  finding  fi- 
nancing elsewhere.  "No  doubt,  some  deals 
are  being  done  that  shouIdn"t  be,""  he  said. 

ADDING  UP  SERVICE  FEES 

■•■your  big  problem  today  is  not  finding 
capital."  commented  Michael  R.  Dabney. 
head  of  the  leveraged  buyout  section  at 
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Bear,  Steams  &  Company.  "The  problem  is 
finding  good  deals." 

But  the  buyout  firms  are  determined  to 
initiate  deals  and  are  ringing  up  enormous 
profits  from  the  fees  they  charge  for  their 
services. 

In  the  Macy's  buyout,  $175  million  in  fees 
were  paid  to  the  investment  banks  and  com- 
mercial banlis  that  arranged  the  deal  and  its 
financing.  In  the  $4.6  billion  buyout  of 
Safeway  Stores,  $150  million  in  fees  wUl  be 
paid.  And  out  of  that  Kohlberg.  Kravis, 
Roberts,  which  arranged  the  transaction, 
will  receive  $60  million,  part  of  which  will 
be  shared  by  some  of  the  professionals  it 
hired  to  structure  the  transaction. 

Investors  have  little  choice  but  to  pay  out 
these  sums— that  is,  if  they  want  to  play  the 
game. 

"If  we  took  a  puritancial  view,  we  might 
be  cut  off  from  the  business,"  said  John  W. 
Childs.  a  senior  vice  president  of  the  Pru- 
dential Capital  Markets  Group. 


A  LETTER  TO  THE  PRESIDENT 


HON.  FRANK  HORTON 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24.  1986 

Mr.  HORTON.  Mr.  Speaker,  I  would  like  to 
share  with  my  colleagues  a  letter  written  to 
President  Reagan  by  one  of  my  constituents, 
Patncia  Preece,  of  Seneca  Falls,  NY.  Mrs. 
Preece  moved  to  the  United  States  with  her 
husband  and  daughter  in  1957.  Our  Fourth  of 
July  celebration,  and  especially  the  rededica- 
tion  of  the  Statue  of  Liberty,  prompted  Pat  to 
reflect  on  her  28  years  in  the  United  States. 

In  her  letter,  she  eloquently  states  what  this 
Nation  and  the  principles  on  which  It  was  es- 
tablished mean  to  her.  It  is  an  inspinng  letter. 
It  is  one  that  I  believe  captures  the  spint,  pa- 
triotism, and  energy  that  comprise  the  Amen- 
can  character. 

Mr.  Speaker,  I  am  very  proud  to  submit  for 
the  Congressional  Record  this  inspiring 
statement: 

July  4,  1986. 

Mr.  President:  Sir,  I  realize  that  the 
chances  that  you  will  ever  read  this  are  ex- 
tremely remote,  but  I  feel  a  compelling  urge 
to  convey  to  you  the  feelings  of  a  fairly 
recent  immigrant  as  we  all  celebrate  this 
very  special  weekend  honoring  "The  Lady 
of  the  Harbour  "  and  all  she  stands  for. 

In  1957.  my  husband.  Anthony,  our  5-year 
old  daughter,  Susan,  and  myself  left  Eng- 
land to  make  this  great  country  our  home. 

As  we  had  connections  in  this  small  up- 
state village  of  Seneca  Falls.  New  York,  we 
made  it  our  home  and  have  lived  here  ever 
since.  As  I  wished  to  learn  more  about  the 
government  of  our  country.  I  became  in- 
volved in  local  politics,  first  as  a  committee 
woman,  then  Town  Chairman  and  County 
Vice  President  (I  might  add.  Republican). 
Because  of  this,  I  was  able  to  attend  your 
first  inaugural  in  1980.  It  was  our  first  visit 
to  Washington  and  all  the  history  of  our 
country  that  it  iiolds  in  its  museums,  galler- 
ies and  institutions.  When  I  returned  to 
Seneca  Palls.  I  was  invited  to  speak  at  our 
area  Rotary  and  Kiwanis  Clubs.  I  think 
what  I  am  trying  to  say  is  that  in  the  final 
words  that  I  closed  with  in  these  addresses 
hold  the  deep  love  and  respect  I  have  for 
the  United  States.  I  would  like  to  share 
them  with  you. 
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In  the  three  days  I  spent  in  our  Nations 
Capitol.  I  saw  much  of  our  past,  our  present 
and  a  glimpse  of  our  future,  our  hopes  and 
dreams,  successes  and  some  failures.  It  was 
all  brought  back  to  me  as  I  heard  President 
Reagan  give  his  first  address  to  Congress 
and  he  quoted  Carl  Sandberg  saying.  "No 
Country  can  become  a  Republic  without  a 
dream." 

I  thought  how  true  that  is  because  our 
nation  was  bom  out  of  a  fabric  of  dreams. 
The  dreams  of  a  handful  of  men  who 
wished  for  a  free  self-governing  nation, 
away  from  the  outstretched  arm  of  a  mon- 
arch across  the  ocean  who  had  no  under- 
standing of  life  or  its  problems  in  the  colo- 
nies. 

As  the  fabric  of  this  new  nation  grew,  into 
it  were  woven  the  dreams  of  thousands  of 
its  people,  some  famous,  most  not.  There 
were  the  untold  number  of  men  and  women 
who  underwent  unspeakable  hardship  and 
privation  in  search  of  their  dream  to  settle 
and  develop  the  Western  Territory,  now 
California. 

Later  still,  a  dream  of  another  kind 
brought  men  and  women,  not  only  from  this 
nation  but  around  the  world  to  answer  to 
the  cry  of  gold  at  Sutlers  Mill.  Prom  that 
dream  sprang  the  great  city  of  San  Francis- 
co. Later  still,  two  young  men  dreamt  of  in- 
venting a  machine  that  would  fly.  the  culmi- 
nation of  that  dream  far  beyond  any  .stretch 
of  their  imagination  as  we  saw  our  first 
space  shuttle  landed  safely  in  the  California 
desert. 

Through  the  years,  that  same  fabric  has 
become  ai  times  a  little  frayed  and  some- 
times even  torn  apart  by  a  Civil  War,  wars 
our  people  supported,  wars  they  did  not.  as- 
sassinations and  would-be  assassinations, 
civil  unrest  and  discontent.  But  always  the 
people  of  this  nation  who  are  America  have 
risen  to  dream  again  and  to  strengthen  and 
rebuild  that  fabric  and  cause  it  to  grow- 
again. 

So  now  we  are  half  way  through  this 
decade  of  the  '80s  and  it  is  now  our  turn, 
whomever  we  are,  for  this  great  country  to 
build  and  strengthen  this  fabric  with  our 
dreams,  so  in  years  to  come  historians  will 
be  able  to  look  back  at  the  SO's  and  write 
they  were  the  best  of  times. 
1  remain.  Sir,  respectfully, 

Patricia  Preece, 
Lower  Lake  Rd.,  Seneca  Falls,  NY. 


ALEXANDER  PEKELIS 


HON.  DON  EDWARDS 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  19S6 

Mr.  EDWARDS  of  California,  f^r.  Speaker,  I 
want  to  share  with  our  colleagues  an  article 
about  Alexander  Pekelis,  professor  of  law  at 
Columbia  University  and  a  former  codirector  of 
the  American  Jewish  Congress  Commission 
on  Law  and  Social  Action.  Professor  Pekelis' 
distinguished  career  and  contribution  to  civil 
and  constitutional  nghts  merits  our  gratitude 
and  is  worthy  of  our  attention; 

[From  Midstream,  June/July  1986] 

Alexander  Pekelis:  The  American  Jew  as 

Civil  Servant 

(By  Jacob  Preid) 

The  end  of  World   War   II   saw   bright 

young  Jews   mustered   out   of   the   armed 

forces  and  government  service  to  become 

civil  servants  in  the  communal  agencies  of 
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American  Jewry.  This  was  particularly  true 
of  the  American  Jewish  Congress,  the 
American  Jewish  Committee,  and  the  Anti- 
Defamation  League  of  B'nai  B'rith. 

They  came  with  a  sense  of  commitment  to 
a  comprehensive  program  of  positive  Jewish 
life  in  a  democratic  society.  Moved  by  the 
war  experience,  the  Nazi  churban  and  the 
labor  pangs  that  preceded  the  birth  of  the 
State  of  Israel,  they  wanted  the  opportunity 
to  serve  the  Jewish  community  in  a  fiduci- 
ary capacity.  It  was  a  time  of  ferment,  inno- 
vation, and  creative  experiment  on  the  fron- 
tiers of  social  action,  civil  rights,  and  inter- 
community relations. 

Legal  scholars  and  lawyers  grappled  with 
the  perplexities  of  civil  rights,  the  separa- 
tion of  Church  and  State,  the  defense  of  mi- 
norities, and  the  drafting  and  passage  of 
legislation  outlawing  discrimination.  Social 
scientists  examined  the  roots  of  prejudice, 
intercommunity  relations,  and  group  identi- 
ty. Historians  and  critics  examined  the 
problems  of  Diaspora  and  Galut,  relations 
with  Israel,  population  and  economic  trends, 
and  Jewish  culture,  art,  and  literature. 
Pledged  to  the  service  and  freedom  of  man 
and  to  the  Jeffersonian  trinity  of  "life,  lib- 
erty, and  the  pursuit  of  happiness."  they 
allied  the  moral  qualities  of  prophetic  Juda- 
ism to  those  of  the  Enlightenment  and 
American  life.  And  they  implemented  their 
insights  in  the  spheres  of  public  life:  in  the 
court  chamber,  the  legislative  hall,  and  the 
executive  office,  in  the  market-place,  public 
accommodations,  and  the  halls  of  learning. 

Alexander  Pekelis  of  Columbia  University 
Law  School  was  a  paradigm  of  the  commit- 
ted Jewish  intellectual.  Under  his  aegis  the 
entire  context  of  Jewish  social  action  in  the 
United  States  was  revolutionized  by  the 
Commission  on  Law^  and  Social  Action 
(CLSA)  of  the  American  Jewish  Congress. 
Pekelis  formulated  a  Jewish  community 
action  approach  to  the  social  functions  of 
law  to  combat  anti-Semitism  and  to  achieve 
first-class  citizenship  and  civil  rights  for  all. 
The  appreciation  of  the  import  of  Pekelis's 
law  and  social  action  thesis  by  Rabbi  Ste- 
phen Wise,  and  its  incisive  legal  implemen- 
tation by  people  like  Will  Maslow.  Leo 
Pfeffer.  and  Phil  Baum.  transformed  com- 
munity responses  to  the  attacks  of  Father 
Charles  Couglin.  the  Christian  Front,  and 
their  lunatic-fringe  allies  into  a  brilliantly 
conceived  and  executed  strategic  and  tacti- 
cal program  solidly  based  upon  American 
constitutional  law. 

Pekelis  was  himself  an  authentic  symbol 
of  the  Jew  in  Galut.  Max  Ascoli.  who  knew 
him  in  Italy  and  the  United  States,  said: 
•'He  had  an  amazingly  disturbing  power  to 
assimilate  the  culture  of  any  country,  to 
make  himself  into  a  citizen  of  every  commu- 
nity. Therefore  if  the  capacity  of  absorbing 
and  dramatizing  culture  is.  as  I  think,  a 
Jewish  trait  ...  [he  was]  thoroughly  a 
Jew." 

Those  working  with  Pekelis  shared  his 
view  that  "one  of  the  tasks  that  educators 
face  today  is  to  narrow  the  appalling  chasm 
between  those  who,  in  schools  and  research 
centers,  study  our  community,  and  those 
who  in  legislative  committees  and  courts, 
shape  its  life. '  Law  was  the  binding  force  of 
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human  relations.  It  was  too  important  in 
community  life  to  be  reduced  to  mere  legal- 
ism and  left  to  attorneys  alone. 

The  social  sciences  were  needed  to  facili- 
tate the  law's  proper  function  in  a  constitu- 
tional democracy:  "Law  without  a  knowl- 
edge of  society  is  blind;  sociology  without  a 
knowledge  of  law.  powerless."* 

Pekelis  articulated  a  program  of  Jewish 
social  action  in  America  grounded  upon 
Jewish  tradition  and  American  law  and  soci- 
ety. The  result  of  his  historic  memorandum 
to  the  American  Jewish  Congress  in  1945, 
which  confronted  American  Jewry  and  its 
defense  agencies  with  the  need  to  determine 
its  ends  and  the  means  necessary  to  attain 
them.  He  had  no  use  for  apologetics  and  an- 
onymity in  Jewish  community  relations.  He 
believed  Jews  must  fight  against  injustice 
and  discrimination  not  as  "anti-anti-Se- 
mites," but  as  conscious  self-respecting 
Jews,  entitled  to  the  equality  of  free  men  in 
a  free  society. 

Pekelis  knew  that  cellmates  in  a  prison 
enjoy  equality— but  they  do  not  have  free- 
dom. This  was  the  import  of  the  Declara- 
tion of  Independence  and  the  Bill  of  Rights. 
That  was  why  "the  adoption  of  the  first 
Ten  Amendments  .  .  .  was  indeed  a  vindica- 
tion of  the  rights  of  the  individual  and  was 
at  least  a  partial  return  to  the  general  phi- 
losophy of  the  Declaration  of  Independ- 
ence.'' 

We  seek  freedom  not  only  as  individuals 
but  as  groups— as  Americans  and  Jews.  Lib- 
erty was  the  price  exacted  by  the  Emancipa- 
tion's blandishments  of  personal  equality 
that  enticed  the  Jews  of  Western  Europe. 
This  is  the  caveat  of  the  negators  of  the 
Galut  in  their  entreaties  and  prophecies 
concerning  the  impossibility  of  creative 
Jewish  survival  in  the  Diaspora.  But,  as 
against  predictions  of  extinction,  and  the 
Jeremiads  of  Israeli  intellectuals  that  this 
was  the  inevitable  fate  of  Diaspora  exist- 
ence. Pekelis.  himself  a  refugee  and  leader 
of  Poale  Zion,  had  posed  a  counter-thesis 
that  this  price  need  not  be  paid  in  the 
United  States.  Indeed,  he  insisted,  it  would 
mortally  wound  American  democracy, 
whose  lifeblood  would  course  only  so  long  as 
the  arteries  of  freedom  did  not  harden 
against  any  religious  or  ethnic  group. 

Quotas  against  Jewish  students  in  higher 
education  are  but  a  vile  memory  today.  Pe- 
kelis recalled  his  Odessa  youth  when  a  Tsar- 
ist law  established  a  healthy"  ratio  be- 
tween Christians  and  Jews  in  any  given 
class.  "Today,  my  children  here  do  not  have 
to  grow  up  under  the  humiliation  of  such  a 
law  .  .  .  Laws  on  the  books  have  a  reality 
all  their  own,  and  believe  me,  the  phrase  'all 
men  are  created  equal'  makes  better  reading 
and  a  better  rearing  for  children  than  the 
circulars  of  a  Russian  or  Prussian  minister 
of  education."  * 

The  efforts  of  Pekelis  and  others  like  him 
made  it  possible  for  minority  groups  to  uti- 
lize effectively  their  constitutional  rights. 
CLSA  gave  an  inservice  education  to  the  Na- 
tional Association  for  the  Advancement  of 
Colored  People  and  other  minority  groups 
in  the  struggle  against  discrimination  and 
prejudice.  On  the  question  of  limiting 
Jewish  defense  efforts  to  problems  of  ex- 
plicitly Jewish  concern.  Pekelis  argued  that 
it  was  as  difficult  to  disassociate  Jewish  and 
American  interests  as  to  operate  successful- 
ly on  Siamese  twins.  The  air  of  freedom  was 


'  Alexsmder  H.  Pekelis.  Lair  and  Social  Action. 
edited  by  Milton  R.  Konvitz.  Cornell  University 
Press.  1950.  p.  14. 


2  Ibid. 

'  Ibid.,  p.  94. 

*  Ibid.,  p.  102. 
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breathed  by  all;  contaminate  it  and  all  were 
affected.  It  is  no  wonder,  he  said,  that  ever 
since  the  EJnlightenment  Jews  have  been  in 
the  forefront  of  struggle  in  what  Heinrich 
Heine  called  "the  liberation  war  from  hu- 
manity." 

This  is  the  basis  of  the  close  support 
American  Jewry  gave  blacks  and  other  mi- 
norities. In  virtually  every  major  discrimina- 
tion case  Jewish  defense  agencies  file 
amicus  curiae  briefs.  American  Jewry's  aid 
in  the  desegregation  struggle  has  been  of 
central  significance. 

This  was  a  program  worthy  of  allegiance. 
An  older  generation  had  seen  as  the  spear- 
head of  such  causes  and  programs  of  social 
betterment  and  equality  of  opportunity 
only  the  Communist  Party  and  its  front 
groups.  Even  with  the  shocli  of  discovery  of 
their  being  duped  they  were  unable  to  see 
Judaism,  Jewish  affiliation,  and  community 
identification  and  participation  as  a  means 
of  realizing  the  moral  purposes  and  poten- 
tialities of  American  democracy  for  all  peo- 
ples. For  the  wartime  generation  such  a  pro- 
gram existed.  It  coincided  with  the  internal 
migration,  the  centrifugal  push  from  the 
city  centers  to  the  suburbs  with  its  prolif- 
eration of  new  synagogues  and  Jewish  com- 
munity centers,  and  conununity  and  social 
compulsions  to  affiliate. 

This  was  a  dynamic  change  from  earlier 
programs  that  lacked  imagination  and 
daring.  It  was  a  thinking,  liberal  program:  it 
provided  an  opportunity  to  relate  the  pro- 
phetic ethical  qualities  and  moral  principles 
of  Judaism  to  American  life.  It  was  a  pro- 
gram for  Jews  with  a  sense  of  Jewish  identi- 
ty and  a  commitment,  untroubled  by 
charges  of  "dual  loyalty,"  Jews  with  faith  in 
the  reason  and  integrity  of  the  American 
people.  Constitution,  and  political  democra- 
cy as  the  instrument  that  would  make  the 
achievement  of  creative  Jewish  life  possible 
in  America.  Accordingly,  in  the  post-World 
War  II  years,  outstanding  sociologists,  law- 
yers, scholars,  and  thinkers  devoted  their 
talents  to  the  betterment  of  Jewish  and 
American  life  through  the  three  major 
Jewish  defense  agencies. 

Community  relations  today,  more  than 
ever  before,  under  the  aegis  of  the  National 
Community  Relations  Advisory  Council 
(NCRAC),  the  American  Jewish  Committee, 
the  American  Jewish  Congress  and  the 
Anti-Defamation  League  of  B'nal  B'rith,  are 
vehicles  of  adult  education  and  forums  of 
popular  statesmanship.  The  gains  on  t>ehalf 
of  minority  groups  in  general  and  blacks  in 
particular  have  been  substantial.  Pekelis's 
contributions  to  law  and  social  action  have 
been  continually  adapted  by  able  civil  serv- 
ants of  the  Jewish  community  to  enlarge  de- 
mocracy and  to  achieve  its  social,  economic, 
and  political  promise  as  against  the  special 
interest  groups  and  private  associations  who 
would  pervert  that  promise  and  frustrate  its 
attainment.  Sabbath  sermons,  community 
forums,  adult  education  programs,  periodi- 
cal literature  and  books  acknowledge  that 
the  community's  representatives  occupy  a 
central  position  in  the  fight  to  break 
through  to  freedom  and  equality  of  oppor- 
tunity by  making  accessible  to  all  minority 
groups  the  information  and  understanding 
on  which  their  choices  and  actions  depend. 
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COAST  GUARD  BRAVERY 


HON.  BOB  LIVINGSTON 

OF  LOUISIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  LIVtNGSTON.  Mr.  Speaker,  in  our  strug- 
gle to  reduce  our  Nation's  deficit  and  still 
maintain  fundir>g  for  Important  Federal  pro- 
grams. Congress  should  ensure  that  the  U.S. 
Coast  Guard  remains  one  of  our  top  funding 
priorities. 

Though  the  Coast  Guard  conducts  thou- 
sands of  routine  missions,  the  service's  men 
and  women  also  engage  In  countless  acts  of 
heroism  to  save  lives  throughout  this  Nation. 
One  such  Incident  recently  occurred  along  the 
gulf  coast. 

Constituents  of  mine  recently  wrote  me  re- 
counting the  excellent  job  performed  by  Coast 
Guard  personnel  from  the  Dauphin  Island,  AL, 
Recreation  Center,  and  the  Houston,  TX,  Re- 
cruiting Station.  The  hard  work  and  heroism  of 
these  dedicated  personnel,  especially  Larry 
Champagne  of  Metalrle,  LA,  and  Chief 
Yeoman  Keith  Phillips  of  the  Atlanta  Re- 
serves, should  be  recognized  by  all  of  us. 
These  Coast  Guard  personnel  and  the  thou- 
sands who  serve  our  entire  country  deserve 
our  gratitude,  recognition,  and  full  support 
here  in  Congress. 

Metairie,  LA, 
August  16,  1986. 
Robert  L.  Livingston, 
Member  of  Congress,  Cannon  Office  Build- 
ing, Washington,  DC. 

Dear  Bob:  I  linow  that  you  have  been  a 
strong  supporter  of  our  military  forces,  but 
do  not  recall  if  that  has  included  the  United 
States  Coast  Guard.  I  hope  if  that  has.  The 
enclosed  letters  describe  a  terrible  time  that 
Will  and  I.  and  our  cousins  Lee  and  Don 
Teijelo,  had  recently  when  caught  in  a 
storm  off  Dauphin  Island.  If  it  were  not  for 
their  prompt  and  efficient  performance.  I 
might  not  be  here  to  write  this  letter.  I 
would  appreciate  your  passing  on  to  the 
proper  authorities  our  gratitude  for  a  job 
well  done. 

In  addition,  several  other  Guardsmen 
played  Important  roles.  Keith  Phillips, 
Chief  Yeoman  with  the  Atlanta  Reserves, 
along  with  Larry  Champagne  of  Metairie, 
were  the  two  who  risked  there  lives  in  the 
John  boat  to  try  to  aid  us.  D.E.  (Jack)  Jack- 
son, retired  from  the  Coast  Guard  and  Man- 
ager of  the  Dauphin  Island  Recreation 
Center,  and  Chief  Robert  Cable  Officer  in 
charge  of  the  Houston.  Texas  Recruiting 
Station,  were  the  ones  who  marshalled  all 
the  forces  into  awjtion  in  time  to  have  us 
picked  up  before  it  was  too  late  to  be  spot- 
ted. Sandra  Jackson  and  Carol  Cable  stayed 
with  Kitty  Teijelo  and  Madge  throughout 
the  ordeal.  Without  them,  Kitty  and  Madge 
may  have  been  the  victims  of  the  evening 
instead  of  those  of  us  off-shore. 

Madge  and  I  will  appreciate  all  of  the 
people  involved  receiving  the  recongnition 
that  they  deserve.  I  would  also  like  to  say 
that  if  all  of  the  other  government  agencies 
were  staffed  with  people  as  efficient  and  as 
courteous  as  the  Coast  Guard,  no  one  would 
mind  paying  their  taxes.  I  hope  that  you 
will  do  your  best  to  see  that  the  USCG  gets 
the  appropriations  it  needs  to  continue  serv- 
ing the  citizens  of  our  country. 
Very  truly  yours, 

P.  Carey  Becker. 


26085 

Metairie,  LA. 
August  16,  1986. 
CoKHANDiNc  Officer, 

Brookley  Base,   U.S.  Coast  Guard,  Mobile, 
AL. 

Dear  Sir:  I  am  writing  in  appreciation  of 
the  excellent  performance  of  your  men  and 
woman  who  rescued  my  son  Will,  a  close 
friend  Donald  Teijelo,  his  son  Lee.  and  me 
on  the  night  of  July  30,  1986.  Don  and  I 
were  sailing  on  a  14  foot  boat  about  V^  mile 
off  the  south  shore  of  Dauphin  Island  when 
we  noticed  dark  clouds  U>  the  south-east 
We  headed  immediately  for  shore,  but  had 
to  drop  the  sail  about  60  yards  out.  Our 
aons,  aged  16  and  17,  saw  what  was  happen- 
ing from  the  beach,  and  swam  out  to  help  us 
get  the  boat  in.  By  the  time  they  reached 
us,  all  that  we  could  do  was  to  huddle  on 
the  boat  with  only  two  life  jackets  for  the 
four  of  us,  and  wait  for  the  storm  to  pass. 
Two  men  vacationing  in  the  area  saw  our 
problem  and  launched  a  14  foot  John  boat 
to  come  to  our  rescue.  When  they  reached 
us,  we  were  probably  close  to  a  mile  out,  and 
the  winds  and  waves  had  reached  the  point 
that  they  were  also  in  trouble  and  had  to 
turn  back.  Before  they  could  reach  land, 
they  had  to  swamp  the  boat  to  keep  it  from 
pitching  over.  We  now  had  six  people  in 
trouble  in  the  worst  storm  I  have  ever  been 
in  over  some  20  years  of  sailing.  I  am  told 
that  the  winds  were  sustained  at  55  knots, 
with  gusts  to  93. 

The  fortunate  part  of  this  incident  is  that 
we  had  happened  to  launch  off  the  lieach 
by  the  Coast  Guard  Recreation  Center  on 
Dauphin  Island.  Men  there  had  immediate- 
ly notified  your  base  of  the  need  for  assist- 
ance. By  sundown,  the  storm  had  passed, 
but  the  waves  and  wind  were  still  too  high 
to  set  the  sail  on  the  over-loaded  boat.  Two 
USCG  helicopters,  flying  a  search  pattern, 
soon  found  the  two  men  in  the  water  with 
the  John  boat,  and  shortly  after  located  us. 
A  41  foot  cutter,  « 4 1460.  arrived  about  8:15 
PM,  and  took  the  four  of  us.  and  our  boat 
on  board.  In  the  two  hours  that  had  passed 
we  had  been  blown  about  4.5  miles  off- 
shore, and  were  nearing  a  major  shipping 
lane.  I  believe  the  following  were  the  boat's 
crew  that  night:  Coxswain:  BM3  Larry 
Lanier  and  BM3  William  Davis.  Engineer 
MK2  Charles  Morris,  MK2  McKee,.and  SA 
Suzette  Pontius. 

Because  of  the  suddenness  and  severity  of 
the  storm,  we  were  the  third  or  fourth  mis- 
sion they  were  on  that  evening.  Each  one 
was  efficient,  courteous,  and  a  credit  to  your 
service.  After  making  sure  that  all  of  the 
people  were  safe,  they  went  to  extra  effort 
to  secure  our  boats  and  equipment.  I  hope 
that  you  will  pass  on  to  them  our  gratitude, 
and  that  of  our  wives. 
Very  truly  yours. 

P.  Carey  Becker. 

Metairie.  LA, 
Augxist  16,  1986. 
Commanding  Officer. 

Aviation  Training  Center,  U.S.  Coast 
Guard,  Mobile.  AL. 
Dear  Sir:  I  am  writing  in  appreciation  of 
the  excellent  performance  of  your  men  who 
rescued  my  son  Will,  a  close  friend  Donald 
Teijelo,  his  son  Lee.  and  me  on  the  night  of 
July  30,  1986.  Don  and  I  were  sailing  in  a  14 
foot  board  boat  about  one-half  mile  off  the 
south  shore  of  Dauphin  Island  when  we  no- 
ticed dark  clouds  to  the  south-east.  We 
headed  immediately  for  shore,  but  had  to 
drop  the  sail  about  50  yards  out.  Our  sons, 
aged  16  and  17.  saw  what  was  happening 
from  the  beach,  and  swam  out  to  help  us  get 
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the  boat  in.  By  the  time  they  reached  us,  all 
that  we  could  do  was  to  huddle  on  the  boat 
with  only  two  life  jackets  for  the  four  of  us, 
and  wait  for  the  storm  to  pass.  Two  men  va- 
cationing in  the  area  saw  our  problem  and 
launched  a  14  foot  John  boat  to  come  to  our 
rescue.  When  they  reached  us.  we  were 
probably  close  to  a  mile  out.  and  the  winds 
and  waves  had  reached  the  point  that  they 
were  also  in  trouble  and  had  to  turn  back. 
Before  they  could  reach  land,  they  had  to 
swamp  the  boat  to  keep  it  from  pitching 
over.  We  now  had  six  people  in  trouble  in 
the  worst  storm  I  have  ever  l)een  in  over 
some  20  years  of  sailing.  I  am  told  that  the 
winds  were  sustained  at  55  knots,  with  gusts 
to  93. 

The  fortunate  part  of  this  incident  is  that 
we  had  happened  to  launch  off  the  beach 
by  the  Coast  Guard  Recreation  Center  on 
Dauphin  Island.  Men  there  had  immediate- 
ly notified  your  base  of  the  need  for  assist- 
ance. By  sundown,  the  storm  had  passed, 
but  the  waves  and  wind  were  still  too  high 
to  set  the  sail  in  the  pram.  Two  USCG  heli- 
copters, flying  a  search  pattern,  soon  found 
the  two  men  in  the  water  with  the  John 
boat.  While  one  was  recovering  them  the 
other  located  us.  Being  blinded  by  its 
searchlight  is  probably  the  best  feeling  I 
have  ever  had  in  my  life.  After  dropping  a 
strobe  light  to  mark  our  position,  the  heli- 
copter hovered  nearby  until  a  USCG  cutter 
could  pick  us  up. 

'  In  the  two  hours  that  had  passed  we  had 
been  blown  about  4.5  miles  off-shore,  and 
were  nearing  a  major  shipping  lane.  I  be- 
lieve the  following  were  the  crews  that 
night:  H-52  s3:  Pilot.  Lt.  David  L.  Maxon; 
copilot.  Lt.  Dennis  W.  Lawrence;  crew.  AE3 
Don  R.  Eyles  (I  am  afraid  I  have  this  name 
misspelled).  H-65  3s6524:  Pilot.  Lt.  Cdr.  Al- 
berto J.  Gaston:  copilot,  Lt.  Authur  J.  La- 
montagne:  crew.  AD2  Mark  A.  Sassin;  assist- 
ing, Capt.  Allen  Gould,  USAF. 

The  efficiency  with  which  they  located 
such  small  targets  after  sundown,  and  in 
high  seas  is  a  credit  to  your  service.  Had 
they  not  performed  so  well,  the  best  we 
could  have  hoped  for  would  have  been  to  be 
found  the  next  day  somewhere  in  the  Gulf. 
We  very  probably  owe  our  lives  to  them.  I 
hope  that  you  will  pass  on  to  them  our  grat- 
itude, and  that  of  our  wives. 
Very  truly  yours. 

P.  Carey  Becker. 


PORTUGUESE  COMMUNITY 

HEALTH  CARE  TASK  FORCE 
PERFORMS  VALUABLE  SERV- 
ICE 


HON.  BARNEY  FRANK 

OF  MASSACHUSETTS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  FRANK.  Mr.  Speaker,  I  want  to  call  the 
attention  of  the  Members  of  the  House  to  a 
very  innovative  undertaking  by  St.  Anne's 
Hospital  in  Fall  River,  MA. 

In  January  1984,  St.  Anne's  Hospital  of  Fall 
River,  MA  established  a  Portuguese  Commu- 
nity Health  Care  Task  Force. 

The  purpose  of  this  task  force  was  to  identi- 
fy ways  in  which  the  hospital  could  better 
serve  the  health  care  needs  of  the  Portu- 
guese community  in  southeastern  Massachu- 
setts. 

The  task  force,  made  up  of  community  lead- 
ers, members  of  the  Portuguese  community, 
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trustees  and  staff  of  the  hospital,  has  been 
meeting  on  a  regular  basis  for  the  past  2V2 
years.  During  this  time,  a  number  of  issues  ef- 
fecting the  Portuguese  community  have  been 
kjentifled.  Issues,  such  as  access  to  health 
care,  communication,  language  barriers  and 
the  need  for  a  better  understanding  of  the 
special  nature  of  the  Portuguese  and  specifi- 
cally, the  Azorean  culture,  were  among  the 
major  findings  of  the  task  force. 

The  task  force  can  be  credited  with  a 
number  of  significant  accomplishments,  such 
as  the  creation  of  a  course  in  practical  Portu- 
guese for  hospital  employees;  the  translation 
of  nearly  all  hospital  literature  and  patient  in- 
formation brochures  into  Portuguese;  the  in- 
stallation of  bilingual  signage  throughout  the 
hospital;  the  hiring  of  personnel  with  bilingual 
capabilities  in  certain  key  areas  in  the  hospi- 
tal: the  production  of  a  TV  health  spot  on  the 
local  Portuguese  cable  television  station;  the 
writing  of  a  regular  health  article  in  the  local 
Portuguese  newspaper,  the  "O'Journal",  the 
sponsoring  of  several  health  screening,  pre- 
vention and  education  programs  in  Portu- 
guese panshes,  and  the  establishment  of  a 
scholarship  fund  for  bilingual  students  pursuint 
health  care  careers. 

Earlier  this  year,  an  exchange  program  was 
initiated  between  St.  Anne's  and  its  sister  hos- 
pital in  St.  Miguel,  Azores.  At  the  invitation  of 
the  task  force,  the  administrator  of  Ponta  Del- 
gada  Hospital.  Dr.  Jose  Estrela  Rego,  spent 
several  days  in  Fall  River. 

Since  Ponta  Delgada  is  preparing  to  con- 
struct a  new  facility,  one  of  Dr.  Rego's  pnnci- 
ple  tasks  was  to  examine  the  building  design, 
as  well  as  the  clinical  technology  of  St. 
Anne's.  In  addition,  he  sought  to  study  the 
American  approach  to  nursing  education  with 
officials  from  Southeastern  Massachusetts 
University.  Also  discussed  dunng  his  visit, 
were  ways  that  the  two  hospitals  could  work 
together  in  the  future  to  improve  each's  ability 
to  deliver  quality  health  care. 

In  October  of  this  year,  a  joint  delegation 
from  St.  Anne's  Hospital  and  Southeastern 
Massachusetts  University  School  of  Nursing 
will  visit  St.  Miguel  as  guests  of  Dr.  Rego  and 
the  Azorean  Government.  The  purpose  of  this 
visit  will  be  to  learn  more  about  the  health 
care  delivery  and  educational  system  in  the 
Azores  so  that  this  knowledge  can  be  applied 
in  the  local  community,  enabling  the  hospital 
to  be  more  responsive  to  the  needs  and  spe- 
cial nature  of  the  Azorean  immigrants  it 
serves. 

I  commend  the  participants  in  this  undertak- 
ing, both  here  and  in  the  Azores,  for  providing 
this  excellent  example  of  how  a  medical  insti- 
tution can  meet  its  obligation  to  be  responsive 
to  the  needs  of  the  people  it  serves. 


THE  CASE  OF  JOSEPH  DOHERTY 


HON.  JOSEPH  J.  DioGUARDI 

or  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  DioGUARDI.  Mr.  Speaker,  eariier  this 
year,  and  again  this  week,  I  communicated  to 
the  Attorney  General  certain  concerns  of  my 
constituents,  concerns  which  I  share,  regard- 
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Ing  the  immigration  case  of  an  Irish  refugee 
who  entered  this  country  illegally  in  1 982.  The 
case  is  formally  designated:  "In  the  matter  of 
Joseph  Patrick  Thomas  Doherty,  File  No. 
A261 85231"  begun  June  17,  1983. 

In  1983  the  U.S.  Government  brought  de- 
portation proceedings  against  Joseph  Doherty, 
an  admitted  former  member  of  the  Irish  Re- 
publican Army  [the  IRA]  who  had  been  in 
combat  against  British  occupation  forces  in 
those  six  of  the  divided  Irish  Province  of  Ul- 
ster's nine  counties  known  as  Northern  Ire- 
land and  who  had,  on  orders  from  his  superi- 
ors in  the  IRA,  escaped  from  a  British  prison 
and  sought  refuge  in  the  United  States.  The 
issue  here  is  not  the  use  of  physical  force  by 
the  IRA.  Be  assured  that  I  share  your  abhor- 
rence of  violence  of  whatever  origin,  and, 
unlike  the  British  Government,  I  do  not  believe 
that  there  is  any  such  thing  as  "an  acceptable 
level  of  violence  in  the  community."  But,  I  do 
agree  with  the  finding  of  the  U.S.  District 
Court  for  the  Southern  District  of  New  York 
that  there  is  a  longstanding  insurrection  by  an 
organized  military  force  against  continued 
English  rule  in  Ireland.  It  is  further  evident  that 
the  ultimate  cause  of  the  continuing  Irish  trou- 
bles is  the  partition  of  Ireland  and  the  occupa- 
tion of  part  of  the  Irish  national  territory  by  a 
foreign  power. 

The  issue  before  us  now  is  justice  in  the 
case  of  Joseph  Doherty,  not  the  relative 
merits  of  the  cause  he  served  in  Ireland.  The 
Doherty  deportation  proceedings  have  been 
held  in  abeyance  for  the  last  3  years  during 
extradition  proceedings,  requested  by  the  Brit- 
ish Government,  seeking  to  return  Joseph  Do- 
herty to  the  United  Kingdom. 

On  December  12,  1984,  the  U.S.  District 
Court  for  the  Southern  District  of  New  York 
found  that  Joseph  Doherty  was  not  subject  to 
extradition.  In  so  ruling.  Judge  John  E.  Sprizzo 
stated  that  "the  facts  of  this  case  present  the 
political  offense  exception  in  its  most  classic 
form."  (Matter  of  Doherty  by  the  Government 
of  the  United  Kingdom,  599  F.Supp.  270,  276 
(S.D.N.Y.  1984).  The  National  Law  Journal 
supported  Judge  Sprizzo's  decision  as  being 
"fully  supported  by  the  facts  and  law"  (Dec. 
31,  1984,  p.  12,  col.  1). 

In  February  1985  the  executive  branch  of 
the  U.S.  Government  filed  an  unprecedented 
lawsuit  seeking  a  declaratory  judgment 
against  Judge  Sprizzo's  decision.  On  June  25, 
1985,  the  Honorable  Charies  S.  Haight,  Jr.,  of 
the  U.S.  District  Court  for  the  Southern  District 
of  New  York,  ruled  that  Judge  Sprizzo's  order 
denying  extradition  is  not  subject  to  review 
(United  States  v.  Doherty,  615  F.Supp.  755, 
760  n.  5  (S.D.N.Y.  1985)). 

In  August  1985  the  executive  branch  of  the 
U.S.  Government  appealed  the  decision  of 
Judge  Haight  to  the  U.S.  Court  of  Appeals  for 
the  Second  Circuit.  In  a  unanimous  3  to  0  de- 
cision written  by  the  eminent  legal  scholar 
Judge  Henry  Friendly,  handed  down  March 
13,  1986,  the  decision  of  Judge  Haight  was 
affirmed  in  all  respects.  Joseph  Doherty  is  not 
properly  subject  to  extradition  to  the  United 
Kingdom. 

September  2,  1986,  was  the  deadline  for 
the  filing  of  a  petition  for  a  writ  of  certiorari  to 
appeal  the  decision  of  the  court  of  appeals  to 
the  Supreme  Court  of  the  United  States.  No 
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such  petition  was  filed,  meaning  that  the  ex- 
tradition question  has  been  settled  legally  in 
favor  of  Mr.  Doherty  and  the  deportation  pro- 
ceedings could  proceed  as  soon  as  Mr.  Do- 
herty would  withdraw  his  request  for  political 
asylum,  which  request  has  been  withdrawn  in 
favor  of  the  Government's  original  deportation 
request. 

On  September  19,  1986,  in  response  to  a 
presentation  that  Joseph  Doherty  would  con- 
sent to  an  order  of  deportation  to  the  Repub- 
lic of  Ireland,  Immigration  Judge  Howard  I. 
Cohen  of  the  Executive  Office  for  Immigration 
Review  issued  an  order  of  deportation  to  send 
Joseph  Doherty  to  the  Republic  of  Ireland. 

Joseph  Doherty  has  been  in  jail  for  over  3 
years  without  a  break  during  these  proceed- 
ings, despite  the  many  court  findings  in  his 
favor.  Having  won  his  legal  battle  against  ex- 
tradition, he  seeks  only  to  return  home  to  the 
Republic  of  Ireland  where  he  is  a  citizen  by 
birth  and,  under  Irish  law,  must  be  admitted. 

One  reason  that  I  have  taken  the  time  to 
raise  this  issue  in  the  Congress  is  as  a  result 
of  a  deluge  of  telephone  calls  over  the  past 
few  days,  from  constituents,  to  my  district 
office  expressing  great  fears  that  justice  might 
not  be  done  in  the  case  of  Joseph  Doherty. 

The  fear  which  my  constituents  express  is 
that  the  U.S.  Government  will  appeal  the  deci- 
sion to  deport  Joseph  Doherty  to  the  Republic 
of  Ireland,  not  because  it  would  be  detrimental 
to  the  interests  of  the  United  States  to  have 
Doherty  in  Dublin,  but  for  the  sole  purpose  of 
satisfying  the  desire  of  the  British  Government 
to  see  Joseph  Doherty  punished  for  his  role 
as  a  member  of  the  IRA  seeking  to  end  Eng- 
lish rule  in  Ireland.  They  fear  that  the  deporta- 
tion of  Joseph  Doherty  will  be  delayed  until 
after  the  Westminister  Pariiament  ratifies  the 
New  Supplemental  Extradition  Treaty  between 
the  United  States  and  the  United  Kingdom; 
they  fear  that  the  British  Government  will  then 
again  seek  the  extradition  of  Joseph  Doherty, 
this  time  under  the  new  treaty,  and  that 
Joseph  Doherty  will  spend  another  3  years  in 
an  American  jail  refighting  the  same  legal 
battle  whk:h  he  has  just  won. 

Their  fears  are  grounded  in  the  two  facts: 
First,  that  this  treaty  was  drafted  as  a  direct 
result  of  the  British  Government  failing  to  find 
the  American  court  which  would  extradite 
Joseph  Doherty— making  the  treaty  in  effect  a 
bill  of  attainder;  second,  the  treaty  is  retroac- 
tive—making it  an  ex  post  facto  instrument  for 
punishing  England's  past  enemies  where  they 
can  t)e  found  in  the  United  States— presum- 
ably not  only  veterans  of  the  1919-21  Irish 
War  for  Independence  would  be  in  jeopardy, 
but  also  memt)ers  of  the  Irgun,  including  Men- 
achem  Begin.  It  shouldn't  require  an  account- 
ant to  remind  a  House  with  a  majority  of  law- 
yers that  both  bills  of  attainder  and  ex  post 
facto  legislation  are  expressely  forbidden  by 
the  Constitution  of  the  United  States.  These, 
and  many  other  English  legal  practices,  were 
among  the  causes  of  the  American  Revolu- 
tion; the  Constitution  of  the  United  States  is  a 
great  instrument  for  reminding  us  of  our  own 
legal  history.  The  retroactivity  provision  of  the 
New  Supplemental  Extradition  Treaty  was  op- 
posed by  33  Members  of  the  U.S.  Senate,  in- 
cluding both  Senators  from  my  own  State  of 
New  York.  Opposition  to  this  provision,  and  to 
the  treaty  itself,  was  most  eloquently  stated  in 
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the  Senate  by  Senator  Alfonse  D'Amato 
(Congressional  Record,  July  16,  1986,  pp. 
S9153-S9160). 

When  you  add  to  the  diplomatic  record  the 
multiple  attempts  to  overturn  Judge  Sprizzo's 
1984  decision  that  Joseph  Doherty  fit  the  po- 
litical offense  exception  to  extradition,  it  is  not 
difficult  to  understand  the  great  sense  of  ap- 
prehension which  is  expressed  by  so  many  of 
my  constituents  in  the  case  of  Joseph  Do- 
herty. 

I,  too,  am  apprehensive,  but  not  just  for 
Joseph  Doherty.  It  is  my  fear  that,  should  my 
constituents'  fears  not  prove  groundless,  the 
honor  of  the  United  States  might  be  sullied 
were  ft  to  be  perceived  that  this  country's 
Government  ignored  the  final  decision  of  its 
own  independent  judiciary,  ignored  even  the 
Constitution  of  the  United  States  and  the  his- 
tory of  the  American  Revolution  for  the  pur- 
pose, figuratively  speaking,  of  "handing  the 
head  of  Joe  Doherty  on  a  silver  platter"  to 
Margaret  Thatcher. 

I  have  communicated  my  fears  to  the  Attor- 
ney General  of  the  United  States  together 
with  my  request  that  Joseph  Doherty  be  al- 
lowed to  be  deported,  without  delay,  to  the 
Republic  of  Ireland.  Please  join  your  voices 
with  my  own— at  stake  is  our  national  honor 
and  the  reputation  of  the  United  States  as  an 
independent  country  writh  liberty  and  justice 
for  all. 


SENATE  COMMITTEE  MEETINGS 

Title  IV  of  Senate  Resolution  4, 
agreed  to  by  the  Senate  on  February 
4,  1977,  calls  for  establishment  of  a 
system  for  a  computerized  schedule  of 
all  meetings  and  hearings  of  Senate 
committees,  subcommittees,  joint  com- 
mittees, and  committees  of  conference. 
This  title  requires  all  such  committees 
to  notify  the  Office  of  the  Senate 
Daily  Digest— designated  by  the  Rules 
Committee — of  the  time,  place,  and 
purpose  of  the  meetings,  when  sched- 
uled, and  any  cancellations  or  changes 
in  the  meetings  as  they  occur. 

As  an  additional  procedure  along 
with  the  computerization  of  this  infor- 
mation, the  Office  of  the  Senate  Daily 
Digest  will  prepare  this  information 
for  printing  in  the  Extensions  of  Re- 
marks section  of  the  Congressional 
Record  on  Monday  and  Wednesday  of 
each  week. 

Any  changes  in  committee  schedul- 
ing will  be  indicated  by  placement  of 
an  asterisk  to  the  left  of  the  name  of 
the  unit  conducting  such  meetings. 

Meetings  scheduled  for  Thursday, 
September,  25,  1986.  may  be  found  in 
the  Daily  Digest  of  today's  Record. 

Meetings  Scheduled 

SEPTEMBER  26 

9:00  a.m. 
Conferees 
Closed,  on  S.  2638,  proposed  National 
Defense  Authorations  Act. 

S-407,  Capitol 
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9:30  a.m. 
Governmental  Affairs 
Intergovernmental  Relations  Sulxionunit- 
tee 
To  hold  hearings  on  comprehensive  fed- 
eralism reform. 

SD-342 
10:00  a.m. 
Environment  and  Public  Works 
To  continue  hearings  on  S.  2203,  to  es- 
tablish a  program  to  reduce  acid  depo- 
sition and  other  forms  of  air  pollution. 

SD-406 

2:00  p.m. 
Appropriations 
Business  meeting,  to  mark  up  the  provi- 
sions of  H.J.  Res.  730,  making  continu- 
ing appropriations  for  fiscal  year  1987 
(pending  on  House  calendar). 

SD-192 

SEPTEMBER  29 

9:30  a.m. 
Environment  and  Public  Works 
Nuclear  Regulation  Subcommittee 
To    hold    hearings    to    review    nuclear 
power  safety  measures  in  the  after- 
math of  the  Chernobyl  nuclear  power- 
plant  accident. 

SD-406 

Finance 

Taxation  and  Debt  Management  Subcom- 
mittee 
To  hold  hearings  on  S.  1974  and  S.  1113, 
biUs  to  prohibit  the  impositior;  by 
States  of  the  worldwide  unitary 
method  of  taxation. 

SD-215 

11:00  a.m. 
Environment  and  I*ublic  Works 
To  hold  hearings  on  the  nomination  of 
Vaun  A.  Newill.  of  New  Jersey,  to  be 
an  Assistant  Administrator  of  the  En- 
vironmental Protection  Agency  for  Re- 
search and  Development. 

SD-406 

2:00  p.m. 
•Rules  and  Administration 
To  resume  oversight  hearings  on  the  op- 
erations and  functions  of  the  Office  of 
the  Senate  Sergeant  at  Arms. 


SR-38S 


SEPTEMBER  30 


9:30  a.m. 
Judiciary 

Constitution  Sul)committee 
Business  meeting,  to  mark  up  S.  1580.  to 
revise  Federally  mandated  attorneys 
fees  applicable  to  civil,  criminal,  and 
administrative  proceedings  involving 
the  United  States  and  Civil  proceed- 
ings involving  State  and  local  govern- 
ments. 

SD-226 

10:00  a.m. 
Envirormient  and  Public  Works 
To  resume  hearings  on  S.  2203.  to  estab- 
lish a  program  to  reduce  acid  deposi- 
tion and  other  forms  of  air  i}ollution. 

SD-406 
Foreign  Relations 

East  Asian  and  Pacific  Affairs  Sulicommit- 
tee 
To  hold  hearings  on  United  States  trade 
relations  with  Taiwan  and  Korea. 

SD-419 


26088 


OCTOBER  1 


9:00  a.m. 
•Armed  Services 
To  hear  and  consider  the  nominations  of 
Robert  B.  Barker,  of  California,  to  be 
Chairman  of  the  Military  liaison 
Committee  to  the  Department  of 
Energy,  William  A.  Clinkscales,  of  Vir- 
ginia, to  be  Director  of  the  Selective 
Service  System,  and  James  P.  McGov- 
em,  of  Virginia,  to  be  Under  Secretary 
of  the  Air  Force,  and  military  nomina- 
tions. 

SR-222 

9:30  a.m. 
Commerce,  Science,  and  Transportation 
To  hold  oversight  hearings  on  activities 
of  the  National  Highway  Traffic 
Safety  Administration,  and  the  imple- 
mentation of  the  Motor  Carrier  Safety 
Act  of  1984. 

SR-253 

Foreign  Relations 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-419 

Select  on  Intelligence 
To  hold  closed  hearings  on  intelligence 
matters. 

SH-219 
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10:00  a.m. 
Energy  and  Natural  Resources 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-366 
Environment  and  Public  Works 
To  hold  oversight  hearings  to  review 
Federal  procedures  relating  to  the  pro- 
posed Port  America  site  in  Prince 
Georges  County,  Maryland,  including 
section  404  permits  and  environmental 
impact  assessments  as  contained  in 
the  National  Environmental  Policy 
Act  of  1969. 

SD-406 
Judiciary 
To   hold   hearings  to  examine  certain 
criminal  activity  in  the  pharmaceuti- 
cal industry. 

SD-226 
2:00  p.m. 
Foreign  Relations 

East  Asian  and  Pacific  Affairs  Subcommit- 
tee 
To  hold  oversight  hearings  on  the  North 
Pacific  drift  net  fisheries. 

SD-419 
4:00  p.m. 
Select  on  Intelligence 
Closed  meeting,  to  discuss  intelligence 
matters. 

SH-219 


September  21  1986 


OCTOBER  2 
10:00  a.m. 
Energy  and  Natural  Resources 
Business  meeting,  to  consider  pending 
calendar  business. 

SD-366 
Environment  and  Public  Works 
To  resume  hearings  on  S.  2203,  to  estab- 
lish a  program  to  reduce  acid  deposi- 
tion and  other  forms  of  air  pollution. 

SD-406 

OCTOBER  3 
10:00  a.m. 
Environment  and  Public  Works 
Nuclear  Regulation  Subcommittee 
To  resume  hearings  to  review  nuclear 
power  safety  measures  in  the  after- 
math of  the  Chernobyl  nuclear  power- 
plant  accident.  ^^_^^^ 


CANCELLATIONS 
SEPTEMBER  26 
9:30  a.m. 
Commerce,  Science,  and  Transportation 
Aviation  Subcommittee 
To  hold  hearings  on  proposed  legislation 
authorizing  funds  for  the  Airport  and 
Airway  Trust  F^lnd. 

SR-2S3 
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The  Senate  met  at  9:30  a.m..  on  the 
expiration  of  the  recess,  and  was 
called  to  order  by  the  President  pro 
tempore  [Mr.  Thurmond]. 


PRAYER 

The  Chaplain,  the  Reverend  Rich- 
ard C.  Halverson,  D.D.,  offered  the  fol- 
lowing prayer: 

Let  us  pray. 

God  of  all  comfort,  in  this  large 
Senate  family,  there  are  probably 
many  who  are  hurting  about  whom  we 
are  uninformed.  But  You  know.  Lord, 
who  they  are  and  their  circumstances. 

We  regret  the  death  of  Officer  Del- 
bert  Lanier  after  surgery  last  night 
and  pray  for  Your  consolation  for  his 
family. 

We  pray  for  every  person  who  has  a 
need,  whether  it  be  personal,  family, 
physical,  financial,  or  vocational. 

Confident  You  are  a  God  who  knows 
when  the  spirit  falls  to  the  ground,  we 
lift  up  to  You  those  who  are  hurting 
and  pray  for  a  special  healing  touch  in 
their  lives. 

We  are  grateful  for  the  good  news 
concerning  Mrs.  Metzenbaum  and 
pray  for  her  early  and  total  recovery. 

We  are  grateful  for  the  recovery  of 
Senator  Garn  and  his  daughter, 
Susan,  and  commend  them  to  Your 
gracious  care. 

Words  come  with  difficulty  when  we 
remember  Stan  and  Eunice  Kimmit  as 
they  hope  against  hope  for  their  son, 
Tom.  Be  gracious.  Lord,  to  a  strong, 
loving  father  who  waits  helplessly  and 
a  faithful  mother  and  her  lonely  vigil 
beside  her  son's  bed  day  after  day  now 
for  18  months.  In  mercy.  Lord,  give 
them  special  grace  and  comfort  in 
their  unrelieved  pain  and  anxiety. 

Thank  You,  Heavenly  Father,  for 
Your  comfort  and  encouragement  in 
difficult  days.  In  His  name  who  is  the 
great  physician.  Amen. 


RECOGNITION  OF  MAJORITY 
LEADER 

The  PRESIDENT  pro  tempore.  The 
able  and  distinguished  majority 
leader.  Senator  Robert  Dole,  of 
Kansas,  is  recognized. 


SCHEDULE 

Mr.  DOLE.  I  thank  the  distin- 
guished Presiding  Officer,  the  Presi- 
dent pro  tempore.  Senator  Thurmond 
of  South  Carolina. 

Under  the  standing  order,  the  lead- 
ers will  have  10  minutes  each  followed 
by  special  orders  for  Senators  Haw- 


kins, Proxmire,  Murkowski,  Brad- 
ley,  and  McCoNNELL  for  not  to  exceed 
5  minutes  each. 

Routine  morning  business  will  not 
extend  beyond  the  hour  of  10:30  a.m., 
with  Senators  permitted  to  speak  for 
no  more  than  5  minutes  each. 

Between  9:30  and  10:30,  hopefully, 
we  can  make  some  decision  on  cloture 
on  product  liability. 

It  is  still  my  hope  that  we  can  com- 
plete action  on  the  Commodity  Fu- 
tures Trading  Commission  authoriza- 
tion legislation.  I  know  they  were 
working  last  evening,  the  staff  repre- 
senting Members  on  both  sides  of  the 
aisle,  to  see  if  they  could  combine 
some  of  the  amendments  because 
there  are  Members  on  each  side  who 
want  to  offer  pretty  much  the  same 
amendment  on  grain  quality,  for  ex- 
ample. 

Senator  Melcher  has  an  amendment 
which  can  be  accepted  and  Senator 
McCoNNELL  has  an  amendment  which 
can  be  accepted. 

We  would  still  like  to  dispose  of  that 
piece  of  legislation  and  then  perhaps 
move  to  FIFRA,  which  is  another  im- 
portant piece  of  legislation  which 
should  be  disposed  of. 

On  that  there  could  be  an  amend- 
ment by  Senator  Boren,  if  he  decides 
not  to  offer  it  on  the  CFTC  legislation. 

In  any  event,  I  would  say  before 
midaftemoon  it  would  be  my  hope 
that  we  could  turn  to  drug  legislation. 
We  hope  to  have  an  opportunity  to 
meet  sometime  this  morning  with  the 
principals  who  have  been  involved 
with  their  staffs  for  the  last  couple  of 
weeks.  That  would  include  myself,  the 
distinguished  minority  leader,  and 
others  who  might  be  designated. 
There  is  a  lot  of  work  going  on  by 
members  of  our  staffs  on  each  side  of 
the  aisle. 

We  hope  we  can  agree  on  90  percent 
of  the  package.  There  is  no  disagree- 
ment from  the  standpoint  of  Republi- 
cans or  Democrats.  We  do  not  believe 
ours  will  be  a  perfect  solution,  but  we 
do  believe  that  it  is  time  for  us  to  act. 
We  would  like  to  start  that  process 
today. 

In  my  view,  the  drug  problem  can 
only  be  solved  by  a  full-scale  biparti- 
san attack.  That  is  why  we  looked 
carefully  at  all  proposals  and  then  di- 
vided negotiators  into  five  bipartisan 
working  groups.  They  have  been  work- 
ing within  these  groups. 

One  group  is  education,  prevention, 
and  treatment.  The  second  group  is  ju- 
diciary and  justice  related  issues.  The 
third  group  is  interdiction  of  supply. 


The  fourth  group  is  international 
issues.  The  final  group  is  leadership 
issues  and  floor  amendments. 

The  initial  meeting  was  held  last 
Friday  afternoon  and  they  have 
reached,  we  believe,  a  fair  consensus. 
We  believe  that  most,  if  not  all.  Sena- 
tors can  agree  to  cosponsor  and  whole- 
heartedly support  the  package  at  the 
outset.  However,  as  with  any  compre- 
hensive package,  some  major  issues 
mtist  be  decided  on  the  Senate  floor. 
At  least  at  this  time,  we  have  not 
reached  a  compromise  on  such  issues 
as  the  death  penalty,  the  so-called 
drug  czar,  the  exclusionary  rule,  drug 
testing  and  a  few  others.  So  in  the 
course  of  this  deliberation— today,  to- 
morrow, and  possibly  Satiu-day— I 
hope  we  can  resolve  these  outstanding 
issues. 

Again.  Mr.  President,  I  suggest  to 
my  colleagues  that  we  do  not  have  a 
great  deal  of  time  left.  I  hope  we  are 
in  the  final  7  or  8  days  of  legislative 
business  this  year.  I  do  believe  there  is 
some  hope  that  we  can  conclude  our 
business  by  October  3. 

The  one  matter  we  would  like  to 
take  up  early  today  is  the  so-called 
Danilof  f  resolution  sponsored  by  Sena- 
tors Humphrey  and  Moynihan.  It  is 
my  understanding  now  that  they  have 
agreed  to  certain  modifications  in  the 
resolution  which  will  make  it  accepta- 
ble to  nearly  everyone  on  both  sides 
and  at  least  let  us  bring  it  up  as  a  free- 
standing resolution.  Otherwise.  I  am 
advised  by  Senator  Humphrey  that  he 
will  offer  it  as  an  amendment  to  what- 
ever might  be  pending  on  the  Senate 
floor. 

Mr.  President,  I  reserve  the  remain- 
der of  my  time. 


RECOGNITION  OF  THE 
MINORITY  LEADER 

The  PRESIDING  OFFICER  (Mr. 
Andrews).  Under  the  previous  order, 
the  Democratic  leader  is  recognized. 

Mr.  BYRD.  I  thank  the  Chair. 


SUPPORT  FOR  THE  PHIUPPINES 

Mr.  BYRD.  Mr.  President,  President 
Corazon  Aquino  has  now  returned  to 
the  Philippines,  after  an  inspiring  visit 
to  the  United  States.  Her  remarkable 
presentation  to  Congress  was  an  elo- 
quent testimony  to  the  powerful  well- 
springs  of  democracy  which  exist  in 
her  island  nation,  and  which  survived 
and  finally  prevailed  under  extremely 
trying  and  difficult  circumstances. 


This  "bullet"  symbol  identifies  statements  or  insertions  which  are  not  spoken  by  the  Member  on  the  floor. 
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Mrs.  Aquino  renewed  the  lessons  of 
the  true  value  of  the  democratic 
system  which  she  cherishes  and  which 
we  cherish  and  nurture.  Through  the 
heroism  of  the  Philippine  people,  the 
story  which  she  so  poignantly  recount- 
ed to  this  body  and  the  other  body, 
she  has  retaught  is  our  own  lessons. 

As  she  so  accurately  remarked,  for 
the  United  States  her  revolution  was 
cheap.  The  revolution  that  evolved 
and  resulted  in  a  democracy  cost  us 
nothing.  But  the  dollars  that  we  previ- 
ously had  given  to  the  Marcos  govern- 
ment were  stolen  by  him,  robbing  his 
people  of  their  intended  help.  Repay- 
ment of  debts  accumulated  by  Marcos, 
diverted  from  their  intended  use,  are 
burdensome  on  the  Philippine  people 
today— consuming  one-half  of  that  Na- 
tion's export  earnings  to  pay  just  the 
debt  service. 

Mrs.  Aquino  came  to  this  country  in 
a  true  celebration  of  democracy.  And. 
she  came  for  help.  Mr.  President,  it  is 
true  that  we  have,  so  far,  turned  away 
from  her  request.  She  has  gone  home 
empty  handed— not  a  cent,  not  a  red 
cent,  from  this  Chamber. 

The  Senate  played  a  remarkable  and 
responsible  role  as  events  unfolded  in 
the  Philippine  peaceful  revolution  last 
spring.  In  declaring  the  manipulation 
of  the  election  results  by  Marcos  to 
amoimt  to  fraud,  and  in  supporting 
the  real  victory  of  Mrs.  Aquino,  this 
body  inspired  the  empowering  of 
forces  of  democracy  behind  her.  Are 
we  now  to  give  those  same  forces  the 
brushoff?  Are  we  now  to  step  back 
from  those  forces  in  their  time  of 
need?  No,  I  do  not  think  we  should  do 
that.  I  do  not  think  we  will  do  that. 
And  I  do  not  think  we  will  do  that. 

We  have  a  serious  budget  crisis  in 
this  country.  Our  debt,  foreign  and  do- 
mestic, is  enormous.  We  dare  not  add 
to  it.  But  there  are  ways  to  fulfill 
America's  obligation  to  the  Philip- 
pines and  yet  not  add  to  that  debt. 
The  Contra  Aid  Program  proposed  by 
the  administration  includes  a  $300  mil- 
lion slush  fund  for  Nicaragua's  neigh- 
bors, which  comes  on  top  of  very  sub- 
stantial aid  we  are  providing  those  na- 
tions both  last  year  and  this  coming 
year.  I  intend  to  offer  an  amendment 
to  the  continuing  resolution,  which 
contains  the  Contra  program,  which 
would  give  the  Senate  an  opportunity 
to  turn  slush  into  genuine  assistance, 
to  turn  bribery  into  investment,  to 
turn  waste  into  constructive  assist- 
ance. 

My  amendment  would  redirect  $200 
million  of  the  Central  America  slush 
fund  toward  economic  support  for  the 
Philippines.  It  will  not  aidd  1  cent  to 
our  deficit,  but  I  believe  it  is  a  far 
wiser  use  of  $200  million  in  aid. 

The  administration  has  given  no  ra- 
tionale for  its  $300  million  slush  fund. 
Presumably,  it  is  designed  to  give  Ni- 
caragua's neighbors  an  incentive  to 
support  the  U.S.  Contra  Aid  Program. 


But  those  countries  already  have 
plenty  of  incentive.  El  Salvador  is  to 
get  half  a  billion  dollars  next  year, 
Honduras  over  $250  million,  Costa 
Rica  nearly  $200  million,  and  Guate- 
mala $150  million.  The  additional  $300 
million  is  just  throwing  money  around, 
throwing  it  away  in  an  extravagant 
way.  So  I  believe  redirecting  $200  mil- 
lion for  the  Philippines  is  justifiable 
and  will  not  damage  America's  goals  in 
Central  America. 

The  base  facilities  that  currently 
exist  in  the  Philippines  are  essential  to 
America's  security  interests  in  the  Pa- 
cific region  and  the  continued  support 
of  the  Philippine  Government  for 
those  bases  is  critical  to  American  na- 
tional security  interest.  It  would  be 
nearly  impossible  and  enormously  ex- 
pensive, even  if  it  were  possible,  to 
substitute  those  bases  with  compara- 
ble facilities  in  the  near  future. 

Mr.  President,  do  I  have  any  time  re- 
maining under  the  order? 

The  PRESIDING  OFFICER.  The 
Senator  has  3  '/2  minutes  remaining. 

Mr.  BYRD.  I  thank  the  Chair. 

I  ask  unanimous  consent  that  I  may 
reserve  the  remainder  of  my  time 
throughout  the  remainder  of  the  day. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


RECOGNITION  OF  SENATOR 
HAWKINS 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
Florida  is  recognized  for  not  to  exceed 
5  minutes. 


VITIATION  OF  SPECIAL  ORDER 
FOR  SENATOR  McCONNELL 

Mrs.  HAWKINS.  Mr.  President,  I 
ask  unanimous  consent  that  the  spe- 
cial order  for  the  Senator  from  Ken- 
tucky [Mr.  McConnell]  be  vitiated. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


DRUG  TESTING:  MUCH  ADO 
ABOUT  NOTHING 

Mrs.  HAWKINS.  Mr.  President, 
there  are  61  lawyers  in  the  Senate. 
Some  people  think  that  is  enough. 
Some  people  think  that  is  too  many.  I 
am  not  one  of  the  lawyers.  But  in  my 
15  years  of  public  service,  I  have 
learned  something  about  the  law  and 
the  Constitution.  Frankly,  I  am  puz- 
zled at  the  questions  being  raised 
about  drug  testing,  contending  that  it 
is  a  constitutional  issue  and  an  inva- 
sion of  privacy.  The  hullabaloo  strikes 
me  as  much  ado  about  nothing. 

Laws  require  us  to  have  a  driver's  li- 
cense to  operate  an  automobile  and 
States  place  various  restrictions  on 
who  may  drive.  Health  regulations 
mandate  vaccinations  against  several 
diseases  before  children  may  attend 
school.  There  are  Federal  and  State 


laws  regulating  the  sale  and  transpor- 
tation of  firearms.  There  are  laws  gov- 
erning the  sale  and  consumption  of  al- 
coholic beverages. 

Such  laws  were  enacted  in  the  best- 
interests,  safety  and  well-being  of  soci- 
ety. They  do  result  in  some  limitations 
of  personal  freedom.  They  do  not  com- 
promise basic  constitutional  rights. 
Nor  do  I  believe  that  mandatory  drug 
testing  is  any  violation  of  our  basic 
freedoms.  Rather,  drug  use  in  the 
workplace  and  in  our  schools  violates 
the  rights  of  those  who  do  not  suc- 
cumb to  substance  abuse.  We  all  pay  a 
heavy  price  for  drug  use? 

Drug  testing  is  already  in  place  and 
working  splendidly  in  our  Armed 
Forces.  And  I  might  add— it  has 
worked!  It  has  not  violated  anyone's 
right  of  privacy.  Testing  has  enabled 
the  military  to  bring  under  control  a 
significant  drug  problem  in  its  ranks. 

Many  private  companies,  municipal 
governments  and  professional  sports 
teams  have  already  implemented  drug 
testing  programs.  President  Reagan 
and  Vice  President  Bush  have  been 
tested.  My  Senate  office  staff  has  un- 
dergone testing.  I  have  passed  the  test. 
In  none  of  these  instances  have  consti- 
tutional rights  been  violated. 

There  are  many  areas  of  employ- 
ment where  public  safety  can  not  be 
compromised— airline  pilots,  air  traffic 
controllers,  railroad  engineers,  bus 
drivers,  ships  officers^  policemen,  fire- 
men, doctors,  nurses,  ambulance 
teams,  paramedics,  and  nulcear  plant 
crews,  to  name  a  few.  The  public  has  a 
right  to  expect  drug-free  personnel  in 
our  transportation  facilities,  hospital 
rooms  and  utility  management.  And  I 
do  not  think  it  violates  any  constitu- 
tional rights  to  require  people  em- 
ployed in  critical  industries  to  take 
drug  tests. 

In  Kansas  City,  five  air  traffic  con- 
trollers have  been  fired  for  drug  use. 
In  my  home  State  of  Florida,  an  air 
traffic  controller  was  arrested  after 
discovery  of  a  package  containing  10 
ounces  of  cocaine  being  shipped  to  Illi- 
nois. Air  controllers  must  make  split 
second  decisions  involving  the  safety 
of  thousands  of  airline  passengers. 
Their  minds  cannot  function  properly 
and  their  reflexes  are  slowed  under 
the  influence  of  drugs. 

I  do  not  think  it  is  unreasonable  to 
expect  Federal  employees  in  sensitive 
positions  to  be  drug-free.  I  would  take 
that  a  step  further:  I  think  all  Federal 
employees  should  be  subject  to  drug 
tests.  I  know  that  some  individuals 
and  groups  feel  that  mandatory  drug 
testing  violates  personal  rights.  But  I 
think  they  are  wrong.  This  Nation  is 
the  greatest  on  Earth,  but  it  has  a 
major  flaw.  It  consumes  60  percent  of 
the  world's  output  of  illicit  drugs.  This 
is  the  compelling  issue  we  must  ad- 
dress. 
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RECOGNITION  OP  SENATOR 
PROXMIRE 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
Wisconsin  is  recognized  for  not  to 
exceed  5  minutes. 

Mr.  PROXMIRE.  Thank  you.  Mr. 
President. 


STAR  WARS  SPINOFFS  DO  NOT 
JUSTIFY  ITS  WASTE 

Mr.  PROXMIRE.  Mr.  President,  the 
Sunday,  August  25  New  York  Times 
magazine  carried  a  story  entitled  "The 
Star  Wars  Spinoff."  The  story  was 
written  by  Malcolm  Browne.  Mr. 
Browne  is  a  New  York  Times  science 
writer.  Browne  concludes  that  the 
more  than  $6  billion  already  spent  on 
star  wars  will  change  the  face  of  sci- 
ence whether  a  single  strategic  de- 
fense initiative  unit  is  ever  deployed  or 
not.  The  scientific  spinoffs  in  the 
future  will  become  ever  more  dazzling 
as  the  billions  in  research  become  tens 
of  billions  as  the  administration  in- 
tends. What  areas  of  human  endeavor 
will  specially  benefit  from  this  ex- 
traordinary explosion  of  scientific  re- 
search? Browne  cites  many.  Conven- 
tional military  weapons  could  receive 
the  largest  benefit.  SDI  research  has 
greatly  advanced  the  railgun.  Browne 
contends  that  both  the  United  States 
and  Soviet  military  planners  agree 
that  continental  style  armored  combat 
will  be  transformed  by  tough-skinned 
Soviet  tanks  opposed,  thanks  to  on- 
coming SDI  research,  by  amazing  new 
rail  guns  powered  by  such  enormous 
increases  in  velocity  that  they  can 
send  steel  projectiles  through  super- 
toughened  armor. 

Browne  charges  that  star  wars  re- 
search has  also  made  stunning  contri- 
butions to  cancer  research  through 
the  development  of  the  free  electron 
laser.  This  laser  shows  promise— prob- 
ably several  years  away— of  increasing 
its  velocity  to  a  point  where  it  could 
confront  and  defeat  ballistic  missiles 
in  flight.  The  same  penetrating  capa- 
bility can  be  applied  to  find  and  de- 
stroy cancerous  tissue.  The  electron 
beam  has  little  effect  in  the  tissue 
through  which  it  passes.  But  when  it 
reaches  its  penetration  depth,  it  re- 
leases most  of  its  energy  at  that  spot. 
Result:  an  exactly  calibrated  electron 
beam  could  smack  a  malignant  tumor 
on  the  precise  spot  without  damaging 
the  healthy  tissue. 

So  what's  the  answer?  Does  the  star 
wars  spinoff  make  this  multibillion- 
dollar  research  extravaganza  worth- 
while? Malcolm  Browne  gives  a 
double-edged  answer:  he  says  critics  of 
star  wars  point  out  that  the  technolog- 
ical aid  benefits  of  this  SDI  research 
could  be  achieved  far  more  cheaply 
and  quickly  if  researchers  went  after 
them  directly,  to  which  this  Senator 


would  say  "amen."  So  why  don't  we? 
Well,  says  Browne,  the  star  wars  sup- 
porters say  there  is  no  way  this  coun- 
try would  pursue  this  research  with 
such  all  out  vigorous  funding— with 
the  juiciest  contracts  that  buy  the 
best  research  brains  and  give  them  the 
finest  equipment  money  can  buy  to 
work  with  if  it  were  not  driven  by  the 
top  military  priority  of  the  President 
of  the  United  States.  And  do  not 
knock  it,  says  Browne.  This  is  the  way 
so  much  scientific  progress  has  always 
been  made.  Out  of  World  War  II  came 
a  quantum  jump  in  aeronautics.  World 
War  II  military  research  also  brought 
us  the  great  new  nuclear  energy  indus- 
try, not  to  mention  plastics,  synthetic 
fibers,  antibiotics  and  many  other  sci- 
entific marvels. 

Mr.  President,  this  argument  is  mad- 
ness. It  is  the  old  story  of  the  man 
who  discovered  the  joys  of  roast  pig 
when  his  house  burned  down  with  a 
pig  in  it.  The  roast  pig  tasted  so  great 
the  man  and  his  friends  bought  up 
houses,  placed  a  pig  in  each  and 
burned  each  house  down  so  they  could 
dine  on  that  ever-loving  roast  pork. 

In  the  terrible  exigencies  of  war,  this 
Senator  can  understand  how  we  can 
welcome  beneficial  side  effects.  But  in 
peacetime?  Can  any  sane  person  justi- 
fy the  billions  we  are  throwing  away 
and  the  trillion  dollars  or  more  we  will 
eventually  squander  on  this  ridiculous 
and  obscene  waste  of  our  resources  be- 
cause the  President  of  the  United 
States,  one  highly  popular  but  very 
limited  man  has  made  such  an  appall- 
ing military  decision?  Here  is  one  Sen- 
ator who  can  find  no  justification  in 
this  madness.  Surely,  the  Congress  of 
the  United  States  can  and  should  di- 
rectly fund  research  that  can  improve 
our  conventional  weapons.  Certainly 
we  can  and  should  and  do  fund  the 
most  promising  cancer  research.  If 
laser  beams  have  such  promise  in 
fighting  cancer,  let's  go  ahead— to 
fight— not  to  dream  of  an  impenetra- 
ble, missileproof  rainbow  for  the 
whole  United  States. 


MYTH:  PR  PACKAGE  CAN 
REPLACE  SANCTIONS 

Mr.  PROXMIRE.  Mr.  President,  the 
myth  of  the  day  is  that  a  package  of 
South  African  actions  the  administra- 
tion is  cooking  up  can  adequately  re- 
place the  South  African  sanctions 
Congress  has  passed. 

Here  is  the  strategy  coming  out  of 
the  White  House.  The  President  plans 
to  veto  the  bill  Congress  passed  by  a 
wide  bipartisan  margin,  which  imposes 
economic  sanctions  against  South 
Africa. 

Mr.  Reagan  knows  he  will  catch  a  lot 
of  heat  for  this  veto.  His  policy  of  con- 
structive engagement  with  South 
Africa  has  no  support  in  Congress  or 
across  the  country.  It  is  a  disgraceful 


policy  that  runs  counter  to  the  demo- 
cratic values  this  Nation  stands  for. 

Mr.  Reagan,  therefore,  knows  that 
Congress  would  likely  override  that 
veto. 

So  in  order  to  head  off  a  veto  over- 
ride, the  White  House  is  floating  a 
trial  balloon.  If  you  don't  override  the 
veto,  the  White  House  is  proposing, 
we'll  offer  a  package  of  South  African 
initiatives  in  place  of  the  sanction. 

That  package,  according  to  press  re- 
ports, consists  of: 

First,  appointing  a  black  Ambassa- 
dor to  Pretoria;  second,  giving  $500 
million  in  aid  to  countries  bordering 
South  Africa;  third,  and  accepting  just 
some  of  the  sanctions  in  the  congres- 
sional bill. 

Mr.  President,  it  is  a  myth  to  believe 
for  one  moment  that  this  package  is 
an  adequate  substitute  for  the  con- 
gressional sanctions  bill. 

For  starters,  we  don't  have  a  half  bil- 
lion dollars  to  give  in  foreign  aid  to 
these  border  states. 

Second,  appointing  a  black  Ambassa- 
dor to  South  Africa  is  nothing  but  a 
cosmetic  gesture.  The  problem  is  not 
with  our  Ambassador,  but  with  our 
President's  South  African  policy. 

Third,  the  Congress  and  the  Ameri- 
can people  are  tired  of  getting  only  a 
half  a  loaf  from  this  administration 
when  it  comes  to  sanctions.  It  is  time 
for  this  administration  to  come 
through  with  the  whole  loaf. 

Mr.  President,  it  is  time  for  the  ad- 
ministration to  stop  being  an  apologist 
for  the  repressive  regime  in  South 
Africa. 

It  is  time  to  recognize  that  the  situa- 
tion in  South  Africa  is  becoming  more 
violent  and  more  unstable. 

It  is  time  for  the  United  States  to 
stand  firmly  behind  the  forces  of  free- 
dom in  South  Africa. 

In  other  words,  it  is  time  for  the 
sanctions  Congress  has  passed— not 
the  PR  package  the  administration  is 
floating— to  become  the  law  of  the 
land. 

Mr.  President,  I  yield  the  floor. 


ROUTINE  MORNING  BUSINESS 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  there  will  now  be  a 
period  for  the  transaction  of  routine 
morning  business  not  to  extend 
beyond  10:30  a.m.,  with  statements 
therein  limited  to  5  minutes  each. 

The  Senator  from  Michigan  is  recog- 
nized. 

Mr.  LEVIN.  Mr.  President,  I  thank 
the  Chair. 


AN  UNWRITTEN  DRUG  BILL 

Mr.  LEVIN.  Mr.  President,  this 
country  is  now  facing  some  critical  de- 
cisions and  many  of  them  are  coming 
together  in  the  final  days  of  this  Con- 
gress. One  of  the  things  on  which  we 
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are  focusing  is  drugs,  and  it  is  highly 
appropriate  that  we  do  so.  I  happen  to 
come  from  a  community  which  for  a 
long  time  has  faced  the  scourge  of 
drugs.  I  was  president  of  a  city  council 
in  a  city  which  has  been  devastated  at 
least  in  times  and  parts  by  the  drug 
menace.  I  have  seen  the  product  of 
dnic  use  in  that  eoaununity  and  in 
many  other  communities  across  the 
country.  So  the  problem  Is  obviously 
an  important  obs  to  address.  It  is  im- 
portant to  address  vsoperly.  We  un- 
derstand that  there  is  now  in  process  a 
drug  measure  being  written.  The  ink 
not  only  is  not  dry  rst\  that  measure, 
apparently  some  of  the  Ink  has  not  yet 
been  used:  it  is  still  in  the  bottle.  And 
so  what  we  are  being  told  is  that  the 
Senate  might  be  asked  today  to  pro- 
ceed to  consider  a  significant  measure, 
significant  to  the  people  of  this  coun- 
try, significant  to  our  children,  a  meas- 
iire  which  has  not  even  been  written. 

I  think  that  would  be  a  mistake. 
There  is  no  more  important  issue  to 
address  wisely  and  well.  Any  measure 
which  is  as  important  as  this  is  enti- 
tled to  appropriate  consideration,  seri- 
ous consideration,  wise  consideration, 
and  deliberate  consideration.  We 
ought  to  see  it.  We  and  the  people  of 
the  United  States  ought  to  have  a 
chance  for  a  couple  days  to  read  it 
before  we  decide  that  we  want  to  pro- 
ceed to  it. 

I  think  it  would  be  a  mistake  to  pro- 
ceed to  a  bill  today  which  is  still  not 
written.  I  think  it  would  not  be  con- 
sistent with  the  needs  of  this  country 
to  proceed  to  a  bill  today  which  is  still 
not  written.  I  think  it  is  out  of  keeping 
with  the  seriousness  of  this  question, 
the  importance  of  this  question,  to 
proceed  to  a  bill  today  which  is  still 
not  written. 

I  hope  we  proceed  to  this  issue 
before  we  leave.  If  we  have  to  stay 
longer  than  October  3  in  order  to  ad- 
dress this  issue,  I  hope  we  do  so.  But  I 
also  hope  that  we,  a  body  that  we  like 
to  think  of  as  a  deliberative  body,  not 
contemplate  consideration  on  the 
same  day  that  that  bill  is  being  writ- 
ten, never  having  had  any  hearings,  no 
committee  report.  It  is  too  serious  to 
treat  this  way.  It  is  not  a  political 
issue.  Hopefully  it  will  not  be  treated 
as  a  partisan  issue.  Hopefully  it  will  be 
treated  as  an  issue  which  requires  and 
commands  some  serious  respect  and 
serious  debate,  serious  contemplation, 
not  just  by  this  body  but  by  the  people 
of  the  United  States  before  this  body 
proceeds  to  consider  it. 

I  thank  the  Chair.  I  yield  the  floor 
and  note  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

Mr.  BRADLEY.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quonun  call  be  rescinded. 


The  PRESIDING  OFFICER  (Mr. 
Kasten).  Without  objection  it  is  so  or- 
dered. 


RECOGNITION  OF  SENATOR 
BRADLEY 

The  PRESIDING  OFFICER.  Under 
the  previous  order,  the  Senator  from 
New  Jersey  is  recognized  for  not  to 
exceed  5  minutes. 


ASSISTANCE  TO  THE 
PHILIPPINES 

Mr.  BRADLEY.  Mr.  President,  I 
have  asked  for  these  few  minutes  this 
morning  to  talk  about  Philippine  de- 
mocracy and  American  honor. 

Just  yesterday,  it  seems,  Americans 
gave  their  hearts  and  hands  to  the  Fil- 
ipino people  in  their  struggle  to 
overthrow  a  corrupt  dictator.  We 
championed  their  cause.  Their  victory 
was  a  victory  for  all  democratic  na- 
tions. 

But  getting  rid  of  Marcos  was  just 
the  beginning  of  a  new  struggle.  A 
struggle  against  Communist  insur- 
gents, a  struggle  against  reactionary 
forces  who  continue  to  resist  the  peo- 
ple's will,  a  struggle  against  a  huge 
debt  burden  that  crushes  hope  and 
strangles  growth;  a  struggle  against 
poverty,  illiteracy,  joblessness,  and  de- 
spair. 

These  forces  are  democracies'  most 
potent  foes.  They  stand  in  the  way  of 
the  political  stability  and  the  modest 
prosperity  without  which  democracy 
cannot  thrive. 

Mrs.  Aquino  knows  that.  And  few 
have  put  it  so  eloquently  as  she.  But  it 
was  not  her  eloquence  that  prompted 
the  House  to  vote  $200  million  in  sup- 
plemental economic  assistance. 

The  House  voted  for  that  money  be- 
cause they  understood  that  our  moral 
and  security  interests  also  hang  in  the 
balance.  That  is  why  it  is  imperative 
that  the  Senate  follow  the  House  in 
aiding  the  Philippines  at  this  critical 
time. 

If  we  do  not,  both  our  commitment 
to  democracy  and  the  value  of  Ameri- 
ca's word  will  be  found  wanting,  not 
just  in  the  Philippines,  but  around  the 
world.  We  will  undercut  our  leadership 
and  debase  our  worth  if  we  fail  to 
follow  up  our  words  with  aid. 

We  must  seize  this  opportunity  to 
demonstrate  our  solidarity  with  the 
Filipino  people  in  a  concrete  way. 
Rather  than  wishing  Mrs.  Aquino  and 
the  Filipino  people  luck,  we  must  help 
them  help  themselves.  "To  be  effective, 
our  help  must  come  when  it  is  most 
needed— when  the  new  government  is 
struggling  to  translate  its  mandate 
into  action. 

There  may  be  some  in  this  body  who 
think  that  United  States  interests 
would  be  better  served  if  a  difft»rent 
group  were  to  take  power  in  the  Phil- 
ippines. This  is  a  dangerously  flawed 


notion.  We  cannot  promote  our  inter- 
ests by  seeking  to  impose  our  will  on 
the  Filipino  people.  That  is  the  lesson 
of  Marcos'  downfall.  The  best  hope  for 
furthering  our  objectives  lies  in  a 
democratic  government  with  genuine 
popular  support.  Cory  Aquino  unques- 
tionably enjoys  that  support— and  de- 
servedly so. 

I  know  that  the  deficit  and  the 
Gramm-Rudman  regime  force  us  to 
make  tough  choices.  But  helping  our 
Filipino  friends  consolidate  their  new 
democracy  is  a  wise  use  of  our  fimds 
even  when  things  are  tight  at  home. 
Shortchanging  democracy  is  penny- 
wise  and  pound-foolish.  On  the  other 
hand,  a  modest  investment  in  democ- 
racy will  preserve  our  access  to  key 
bases  and  earn  us  ample  political  and 
strategic  dividends  in  the  years  ahead. 
Make  no  mistake.  Preserving  democra- 
cy in  the  Philippines  is  critical.  Our 
bases  there  project  American  power 
into  Asia  and  the  Pacific.  If  we  short- 
change the  Filipinos  now,  we  risk 
losing  those  bases  to  the  Communists. 

But  there  is  even  more  at  stake  here 
than  bases.  Filipinos  inherited  their 
yearning  for  democracy  from  America. 
We  were  their  mentors.  If  we  turn  a 
deaf  ear  to  their  needs  now,  how  can 
we  be  democracy's  champion?  Instead, 
the  world  will  view  us  as  a  fair  weath- 
er friend,  long  on  rhetoric  and  short 
on  staying  power.  Who  will  trust  us  if 
we  betray  the  trust  of  Cory  Aquino 
and  the  millions  who  elected  her?  In 
this  context,  I  am  mystified  that  some 
Members  of  this  body  can  find  money 
to  subsidize  grain  sales  to  the  Soviet 
Union  and  yet  they  close  their  purses 
to  a  staunch  ally  in  a  time  of  need. 

So,  Mr.  rresident,  I  hope  that  we 
will  soon  act  on  this  economic  assist- 
ance. And  I  hope  that  it  will  pass  by 
the  overwhelming  majority  that  the 
Philippine  people  deserve. 


AVERELL  HARRIMAN 

Mr.  HART.  Mr.  President,  last  week, 
many  of  us  gathered  to  pay  tribute  to 
the  life,  work,  and  contribution  of 
Averell  Harriman.  To  the  hundreds 
who  came  to  the  National  Cathedral, 
he  was  known  by  many  names:  Gover- 
nor, Mr.  Ambassador,  and  Mr.  Secre- 
tary—to mention  just  a  few.  But  the 
thousands  more  across  this  country, 
who  didn't  experience  firsthand  his 
advice  or  his  friendship,  he  was  known 
simply  as  a  patriot  who  gave  selflessly 
to  the  country  he  loved. 

Indeed,  what  distinguished  Averell 
Harriman's  service  was  not  just  its 
breadth  but  also  its  quality.  He  inte- 
grated his  mastery  of  business,  poli- 
tics, and  world  history  to  become  a 
genius  of  administration,  a  hero  of  di- 
plomacy. His  achievements  were  im- 
pressive, tangible,  lasting.  Our  under- 
standing of  the  Soviet  Union,  the  neu- 
trality of  Laos,  the  cessation  of  nucle- 
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ar  tests  in  the  atmosphere— these  are 
just  some  of  the  results  of  his  efforts. 
Most  impressive  of  all  was  the  qual- 
ity of  his  professional  advice— always 
acute,  honest,  and  fearless.  He  was  un- 
afraid to  tell  Wall  Street  it  needed  the 
New  Deal.  He  was  unafraid  to  repre- 
hend Soviet  leaders  for  their  despot- 
ism. And  he  was  unafraid  to  tell  Amer- 
ica that  we  must  negotiate  with  the 
Soviets,  no  matter  how  repugnant  we 
find  their  behavior. 

In  all  this,  he  exercised  his  influence 
with  a  selflessness  that  all  in  public 
service  would  do  well  to  emulate.  He 
worked  tirelessly— but  never  on  his 
own  behalf.  He  weilded  great  power- 
but  never  for  its  own  sake.  He  was 
often  the  first  to  make  diplomatic 
breakthroughs— but  usually  the  last  to 
claim  credit. 

Much  has  been  said  about  the  life  of 
this  great  statesman.  But  I  believe 
that  four  men  who  knew  him  well, 
said  it  best.  The  words  of  Cyrus  Vance, 
Clark  Clifford,  and  Arthur  Schlesin- 
ger,  Jr.,  and  our  colleague  from  Massa- 
chusetts, Mr.  Kennedy,  moved  those 
of  us  who  attended  the  memorial  serv- 
ice for  Averell  Harriman.  And  I  am 
confident  they  would  move  all  Ameri- 
cans as  well.  For  this  reason,  I  ask 
unanimous  consent  that  their  eulogies 
be  printed  in  the  Record. 

There  being  no  objection,  the  eulo- 
gies were  order  to  be  printed  in  the 
Record,  as  follows: 

Remarks  Delivered  at  W.  Averell  Harri- 
man Memorial  Ceremony  Tuesday,  Sep- 
tember 16. 1986— Washington  DC 

(By  Cyrus  Vance) 
Averell  was  my  friend.  He  was  also,  at  var- 
ious times  in  my  life,  a  mentor,  a  guide,  a 
staunch  ally,  and  a  close  and  revered  col- 
league. And  always  he  was  an  inspiration. 
Over  the  years,  we  served  together  in  good 
times  and  bad,  and  formed  a  bond  of  love 
and  respect  which  will  always  be  with  me, 
and  will  all  of  our  family. 

For  almost  three  decades,  on  perhaps  the 
two  most  important  challenges  to  face  our 
nation  since  World  War  II,  I  worlced  closely 
with  Averell.  The  first,  in  which  his  clarity 
of  vision  was  a  steady  beacon,  was  US-Soviet 
relations.  The  second  was  Vietnam. 

No  one  tried  harder  than  Averell  to  re- 
solve that  conflict.  Having  already  negotiat- 
ed the  Laos  cease-fire  in  1961,  he  ap- 
proached the  Vietnam  crisis  in  a  manner 
characteristic  of  his  entire  career— as  a  pa- 
triot, loyal  to  the  presidents  who  had  ap- 
pointed him,  yet  determined  to  do  every- 
thing in  his  power,  to  achieve  a  reasonable 
negotiated  end  to  the  war. 

Day  after  day  in  Paris,  in  that  difficult 
year  of  1968,  I  watched  Averell,  then  in  his 
late  70s,  push  himself  and  the  rest  of  us 
against  the  unrelenting  clock  of  history.  If 
our  efforts  were  not  crowned  with  an  end  to 
the  conflict,  it  was  not  because  of  a  lack  of 
trying  on  his  part. 

But  Vietnam  was  for  him  only  an  unhap- 
py diversion  from  the  main  task  that  he  had 
set  for  himself  over  the  last  40  years.  I 
refer,  of  course,  to  the  search  for  ways  to 
deal  with  the  Soviet  Union. 

At  various  times  in  his  life,  Averell  was  at- 
tacked by  the  left  for  being  too  hard  on 
Russia  and  by  the  right  for  being  too  soft. 


History  will  record  that  both  criticism  were 
equally  misinformed.  Through  the  high 
winds  and  turbulence  of  American  domestic 
politics,  his  course  was  remarkably  steady. 
A&  he  often  said,  the  Soviet  system  and 
value  are  vastly  different  from  ours  in  a 
profound  and  disquieting  way,  but  we  must 
live  on  the  same  planet  and  find  ways  of  re- 
ducing the  chance  of  war.  "I  decry,"  he 
wrote  a  decade  ago,  "those  who  contend 
that  any  relaxation  of  tensions  must  inevi- 
tably benefit  the  Russians,  to  our  disadvan- 
tage." In  a  memorable  phrase  that  has  as 
much  relevance  today  as  it  did  when  he 
coined  it,  he  called  for  a  policy  of  "competi- 
tive coexistence."  Characteristically,  he  said 
that  he  did  not  fear  this  competition,  for  in 
the  end  he  believed  that  American  determi- 
nation, Americans  ideals,  and  American 
strength  would  succeed.  His  was  a  down-to- 
earth,  unideological,  and  wholly  American 
approach  to  dealing  with  the  Soviet  Union. 

Averell  approached  all  problems  with  the 
same  simple,  direct  style.  We  were  all 
aware— many  of  us  from  painful  first-hand 
experience— why  he  was  called  the  "croco- 
dile." He  penetrated  straight  to  the  heart  of 
any  issue,  seized  it,  and  never  let  go.  Not  for 
Averell  a  meandering  debate:  if  there  was  a 
problem  he  wanted  to  solve  it— not  tomor- 
row but  immediately.  Enough  talk,  he 
seemed  to  say,  let's  get  on  with  it.  Like  his 
great  friend,  Winston  Churchill,  he  felt  that 
the  problems  would  worry  for  themselves; 
what  he  wanted  was  solutions. 

This  impatience  with  temporizing,  this 
fierce  determination  to  create,  to  build,  to 
make  a  contribution,  stemmed,  I  t>elieve, 
from  his  conviction  like  Jefferson.  Madison 
and  other  Founding  Fathers,  that  he  had  a 
profound  obligation  to  serve  the  country 
that  had  given  him  so  much.  And  he  did  not 
shrink  from  the  political  side  of  policy 
debate.  This  sometime  made  him  suspect  in 
the  eyes  of  others.  But  I  believe  that  this 
willingness  to  mix  politics  and  policy  testi- 
fied in  the  most  eloquent  way  that  he  cared 
not  just  about  service  but  about  solutions. 

Averell  cared  about  something  else  too: 
encouraging  the  careers— and  particularly 
independent  thinking— of  young  foreign 
service  officers.  Throughout  his  career,  he 
sought  out  promising  junior  foreign  service 
officers  whom  he  promoted  rapidly,  often  to 
the  dismay  of  their  superiors.  Up  to  50  years 
older  than  some  of  the  people  he  worked 
closely  with,  he  was  more  open  to  new  ideas 
than  many  of  them.  To  encourage  that 
rarest  of  bureaucratic  qualities,  which  he 
possessed  in  such  abundance,  he  established 
an  award— given  each  year  to  a  junior  for- 
eign service  officer  who  had  shown  excep- 
tional talent  and  'creative  dissent"  in  his 
work.  Later,  Pam  added  a  second  award  in 
honor  of  Avis  Bohlen,  the  widow  of  Aver- 
ell's  distinguished  foreign  service  colleague, 
Ambassador  Charles  Bohlen.  This  award  is 
given  annually  to  a  member  of  a  foreign 
service  family.  These  two  awards  are  part  of 
the  shining  legacy  of  W.  Averell  Harriman. 

Averell  also  gave  us  one  of  the  most  im- 
portant institutions  of  Soviet  studies  in  the 
country,  which  he  established  a  few  years 
ago  at  Columbia  University.  I  am  confident 
that  from  the  new  generation  of  young  men 
and  women  being  trained  there,  there  will 
come  distinguished  public  servants  of  the 
future,  like  Chip  Bohlen,  George  Kennan 
and  Tommy  Thompson. 

Averell  Harriman  lived  the  consummate 
life  of  our  century.  He  was  vital  and  quest- 
ing, a  participant  in  history,  for  more  than 
five  decades.  He  never  said  so  directly,  but  I 
think  I  know  how  he  would  have  summed 


up  his  aggressive,  probing  activism— a  cease- 
less energy  which  continued  until  the  last 
few  weeks.  We  can  do  better,  he  would  have 
said;  we  can  do  better,  and  we  must  try. 

The  poet,  Stephen  Spender,  once  wrote 
these  lines  which  I  feel  capture  the  essence 
of  our  friend  Averell: 

I  think  continually  of  those  who  were  truly 

great— 
The   names   of   those   who   in   their   lives 

fought  for  life. 
Who  wore  at  their  hearts  the  fire's  center. 
Bom  of  the  sun  they  traveled  a  short  while 

towards  the  sun. 
And  left  the  vivid  air  signed  with  their 

honor. 

Remarks  of  the  Honorable  Clark  M. 
Clifford 

I  wish  to  express  my  appreciation  to  the 
three  speakers  who  preceded  me  for  their 
eloquence  and  what  each  did  to  enrich  the 
life  of  Averell  Harriman. 

We  have  heard  of  his  public  career,  of  his 
expertise  as  a  foreign  policy  advisor,  and  we 
know  much  about  it  and  the  fifty  years  of 
service  he  rendered  to  the  country. 

I  shall  confine  my  remarks  to  an  extraor- 
dinary one  visit  that  I  had  with  him  some 
time  ago.  On  May  7,  1983,  I  had  the  oppor- 
tunity of  visiting  with  him  for  four  hours. 
Now,  two  men  do  not  just  sit  down  together 
and  talk  for  four  hours.  We  were  taking  a 
trip  in  the  Governor's  plane  to  Independ- 
ence, Missouri,  to  attend  a  meeting  of  the 
Truman  Library  Board.  So  we  had  two 
hours  going  out  and  two  hours  coming  back. 

He  was  in  a  wonderfully  nostalgic  period. 
He  spoke  of  his  boyhood,  he  talked  of  his 
father,  he  talked  of  his  young  manhood, 
and  he  stated  the  impact  that  Franklin  Roo- 
sevelt had  had  upon  him  and  how  the  direc- 
tion of  his  life  had  changed  as  a  result  of 
that  friendship. 

At  one  time  he  spoke  of  Walter  Lippmann. 
He  had  the  highest  regard  for  him.  He  said 
he  felt  the  country  owed  him  a  debt  of  grat- 
itude because  Lippmann  had  the  facility  to 
take  the  most  complex  foreign  and  domestic 
issues  and  reduce  them  to  clarity  so  that  the 
American  people  could  understand  it. 

We  both  remembered  that  Walter  Lipp- 
mann had  a  photograph  hanging  on  the 
wall  of  his  office.  It  was  taken  from  a  tomb- 
stone from  a  churchyard  in  Carolina  of  a 
man  who  had  died  in  the  Civil  War.  I  tried 
to  remember  the  words,  and  he  did,  but  we 
did  not  do  it  well.  I  said  I  would  get  a  copy 
of  it  and  send  it  to  him  if  I  could  because  I 
thought  that  it  contained  words  that  per- 
haps very  aptly  could  describe  Averell  Har- 
riman. There  are  not  many,  but  they  are 
meaningful. 

"Unawed  by  opinion,  unseduced  by  flat- 
tery, undismayed  by  disaster,  he  confronted 
life  with  unique  courage  and  death  with 
Christian  hope." 

On  the  way  back  we  had  exhausted  most 
of  the  usual  subjects,  and  we  turned  to  liter- 
ature and  then  to  poetry,  and  we  attempted 
to  lines  of  poems  we  loved.  He  would  come 
up  with  one;  I  might  remember  one;  some- 
times we  were  successful  in  constructing  an 
entire  stanza.  I  found  that  we  both  had  the 
deepest  respect  and  the  highest  regard  for 
Alfred  Lord  Tennyson,  and  we  attempted,  if 
we  could,  to  put  together  a  poem  that  we 
both  loved.  We  didn't  do  it  very  successfully, 
but  I  shall  read  it  now  because  of  the  sig- 
nificance that  it  has  today: 
Sunset  and  evening  star, 
And  one  clear  call  for  me 
And  may  there  be  no  moaning  of  the  bar 
When  I  put  out  to  sea. 
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But  such  a  tide  as  moving  seems  asleep 
Too  full  for  sound  and  foam 
When  that  which  drew  from  out  the  bound- 
less deep 
Turns  again  home. 
Twilight  and  evening  bell 
And  after  that  the  dark 
And  may  there  be  no  sadness  of  farewell 
When  I  embark 
For  though  from  out  are  bom  of  time  and 

place 
The  flood  may  bear  me  far 
I  hope  to  see  my  pilot  face  to  face 
When  I  have  crossed  the  bar. 

At  one  point,  he  told  of  a  very  troubled 
year  he  had.  It  was  the  year  1970  and  he 
said  it  was  a  year  of  withdrawal.  He  found 
himself  withdrawing  from  people,  even  from 
his  friends.  He  said  he  found  himself  losing 
interest  in  subjects  that  he  had  long  fol- 
lowed. But  then  he  said  that  all  changed  in 
1971  when  he  married  Pamela.  And  he 
spoke  so  beautifully  of  that  relationship.  He 
spoke  of  the  sense  of  fulfillment  that  it  had 
brought  to  him,  and  it  was  a  wonderful  ex- 
jterience  to  sense  the  feeling  with  which  he 
spoke.  And  after  a  bit,  I  suggested,  •Well, 
certainly,  one  of  the  best  decisions  you  ever 
made  was  when  you  married  Pamela."  He 
smiled,  and  said,  "No.  It  was  not  'one  of  the 
best  decisions  I  ever  made.'  It  was  the  best 
decision  I  ever  made." 

I  feel  his  presence  strongly  here  today, 
here  with  his  family,  here  with  so  many  of 
his  close  friends  in  this  magnificent  House 
of  God.  If  he  were  here  and  if  he  could,  I 
think  he  might  conclude  by  reading  a  lovely 
poem  by  Ila  Richardson.  I  will  read  it  for 
him: 

If  I  should  ever  leave  you,  whom  I  love 
To  go  along  the  silent  way 
Grieve  not,  nor  speak  of  me  with  tears 
But  laugh  and  talk  of  me  as  if  I  were  beside 

you 
For,  who  knows,  but  that  I  shall  be  often- 
times. 
I'd  come.  I'd  come,  but  could  I  find  a  way 
But  would  not  tears  and  grief  be  barriers 
And  when  you  hear  a  song  I  used  to  sing 
Or  see  a  bird  I  love 
Let  not  the  thought  of  me  be  sad 
For  I  am  loving  you  just  as  I  always  had. 
You  were  so  good  to  me 
So  many  things  I  still  wanted  to  do 
So  many,  many  things  to  say  to  you 
Remember  that  I  did  not  fear 
It  was  just  leaving  you  I  could  not  bear  to 

face. 
We  cannot  see  beyond,  but  this  I  know 
I  loved  you  so,  'twas  heaven  there  with  you. 

Remarks  or  Arthur  Schlesinger.  Jr. 

During  these  weeks  since  Averell  Harri- 
man's  death,  in  sorting  out  impressions  and 
recollections  across  the  long  years,  I  found 
myself  trying  to  understand  the  qualities  of 
character  that  made  him  so  impressive  a 
figure  in  all  our  lives  and  in  the  history  of 
our  times. 

I  first  met  Averell  forty  years  ago,  directly 
after  the  war.  I  was  in  my  twenties,  a  young 
fellow  who  had  occupied  obscure  posts  in 
the  OWI  and  the  OSS  and  later  rose  to  the 
rank  of  corporal  in  the  ETO.  Averell  was  al- 
ready world-famous,  the  trusted  interme- 
diary between  Roosevelt,  Churchill  and 
Stalin,  ambassador  to  the  Soviet  Union, 
then  to  Britain  and  at  this  point  Secretary 
of  Commerce  in  President  Truman's  cabi- 
net. 

We  were  brought  together  by  Robert  E. 
Sherwood,  who  was  working  on  his  wonder- 


ful book  Roosevelt  and  Hopkins.  What 
struck  me  at  once  was  that,  despite  the  for- 
midable gap  in  age,  experience,  status, 
knowledge  and  savoir-faire,  Averell  wasted 
no  time  on  ceremony,  treated  me  as  a  con- 
temporary, instructed  me  to  call  him  by  his 
first  name  and  placed  our  relations  on  a 
basis  of  ease  and  candor  that  endured  till 
the  end  of  his  days. 

In  1948  he  took  me  to  Paris  as  his  special 
assistant  when  he  ran  the  European  side  of 
the  Marshall  Plan.  Working  for  Averell,  let 
me  say,  was  not  always  easy.  He  was  a  non- 
frills  chief,  single-minded  in  his  concentra- 
tion on  the  job,  who  rarely  slept  and  expect- 
ed his  associates  to  be  on  call  at  any  hour  of 
day  or  night.  Alfred  Friendly,  his  director  of 
public  affairs,  and  I  had  special  responsibil- 
ity for  his  public  appearances.  Averell  later 
became  a  rather  effective  speaker,  but  he 
was  an  inveterate  mumbler  in  those  days; 
and,  after  he  had  mumbled  away  a  speech 
before  an  increasily  bemused  audience  at  a 
luncheon  of  the  American  Chamber  of  Com- 
merce in  Paris,  Al  and  I,  unable  to  face  him, 
sought  fortification  at  a  convenient  cafe  and 
did  not  reappear  in  the  office  till  later  after- 
noon. Averell  glared  at  us  and  said,  "All 
right,  what  did  I  do  wrong?"  We  told  him. 
He  grunted,  dismissed  us  brusquely  and  re- 
turned to  work.  Still  later  he  came  by  and, 
without  further  word  about  the  speech,  in- 
vited us  to  dinner  at  Maxim's. 

For  all  the  occasional  exasperation  in- 
volved, I  do  not  know  anyone  who  worked 
for  him,  then  or  later,  who  failed  to  emerge 
not  alone  with  overwhelming  respect  for  his 
boldness  of  mind  and  intensity  of  concern 
and  purpose  but  with  overwhelming  affec- 
tion for  his  straightness,  decency  and  aston- 
ishing charm. 

What  happened  on  a  small  scale  with  as- 
sociates was,  I  suppose,  what  happened 
more  consequentially  with  Roosevelt, 
Churchill,  Stalin  and  later  generations  of 
world  statesmen  who  dealt  with  him  on 
global  matters.  Above  all,  they  liked  Averell 
and  trusted  him.  He  was  frank  and  often 
blunt  in  stating  differences  but  with  an  im- 
personality that  preserved  friendship  across 
political  lines.  When  he  became  personal,  he 
felt  a  little  guilty  about  it  thereafter.  Once 
at  dinner  at  Francis  Biddies  in  the  early 
1950s,  he  got  mad  for  some  reason  at  Archie 
MacLeish.  Twenty  years  later  MacLeish's 
name  came  up.  and  Averell  surprisingly 
said,  "You  know,  I  still  feel  very  badly  over 
the  way  I  treated  Archie— do  you  remember, 
back  at  that  Biddle  dinner?" 

His  secret  lay  partly  in  his  manners, 
which  were  distinguished.  To  the  end  of  his 
life  he  accompanied  parting  guests  to  the 
front  door  and  struggled  to  his  feet  when  a 
woman  entered  the  room.  But,  as  Emerson 
said,  "Manners  impress  as  they  indicate  real 
power."  Averell's  manners  were  an  expres- 
sion of  character. 

He  was  one  of  the  last  of  19th  century 
Americans.  His  father  instilled  high  stand- 
ards in  him:  his  sister  Mary  led  him  to 
extend  those  standards  to  less  fortunate 
members  of  society.  Then  there  was  Groton. 
He  never  much  liked  the  Reverend  Endicott 
Peabody.  George  Biddle  in  his  autobiogra- 
phy recalls  Averell's  remark  to  his  father 
about  the  Rector:  "You  know  he  would  be 
an  awful  bully  if  he  weren't  such  a  terrible 
Christian. "  I  once  asked  Averell  why  so 
many  New  Dealers  came  out  of  Groton.  He 
said  grimly,  "Because  they  were  unhappy 
there. "  Yet  Groton  too  gave  an  abiding 
sense  of  service  and  obligation. 

The  word  has  gone  out  of  fashion,  but 
Averell   was   in  truth  a  great  gentleman. 


Even  the  Soviet  leaders  recognized  this, 
which  is  why  they  welcomed  him  in  Moscow 
though  he  made  no  bones  about  his  dislike 
of  their  ideology  and  policy.  Like  really 
great  gentlemen,  he  was  a  true  democrat, 
scornful  of  judgments  made  on  extraneous 
considerations  like  class,  sex,  race,  color  or 
opinion.  One  still  remembers  his  magnifi- 
cent contempt  for  John  Foster  Dulles's 
habit  of  appeasing  Joe  McCarthy  at  the  ex- 
pense of  the  foreign  service. 

Of  course  he  joined  to  his  I9th  century 
code  traits  that  made  him  so  vital  a  force  in 
20th  century  govenmient  and  life.  He  had 
an  instinct  for  power  and  a  readiness  to  use 
it,  high  intelligence,  imperturbable  self-con- 
fidence and  sure  political  intuitions  that 
steered  him  through  the  intricacies  of  Euro- 
pean and  Asian  affairs  and  lapsed  only 
when  he  confronted  the  incomprehensible 
politics  of  the  state  of  New  York. 

But  character  counts  most  in  the  end.  In 
this  age  of  hustle  and  opportunism  and  the 
mucker  pose,  we  don't  seem  to  breed  men 
like  Averell  Harriman  very  often.  Yet  it  was 
men  of  this  noble  stamp  who  invented  the 
republic  and  men  of  this  stamp  who  saw  it 
through  its  fiercest  trials.  We  loved  him  for 
himself,  for  his  concern  and  passion  and  pa- 
triotism, and  we  loved  him  for  the  hope  his 
life  held  out  that  our  nation  may  yet  rise  to 
its  highest  ideals.  The  republic  was  blessed 
by  his  years  of  service  to  the  state.  His 
friends  were  doubly  blessed  to  have  known 
him. 

Remarks  of  the  Honorable  Edward  M. 
Kennedy 

Today  I  speak  not  simply  for  myself,  but 
on  behalf  of  both  my  brothers  who  cared 
deeply  for  Averell  Harriman.  For  them— for 
Jackie  and  Ethel  and  our  families— this 
great  man  was  also  the  greatest  of  friends. 
He  was  advisor  and  counselor;  he  gave  his 
help  and  his  heart  in  our  happiest  days  and 
our  hardest  hours.  For  us,  he  was  like  an- 
other, older— and  yes,  wiser  brother. 

It  was  a  bond  strongly-forged  in  a  few  glo- 
rious years,  a  generation  ago,  at  the  begin- 
ning of  a  new  decade  and  a  new  Administra- 
tion. 

After  the  1960  election.  President  Kenne- 
dy was  not  quite  sure  what  assignment  he 
should  ask  Governor  Harriman  to  under- 
take. They  knew  each  other,  but  not  well— 
and  after  all,  the  Governor  was  well  past 
the  normal  retirement  age.  But  it  was  not 
long  before  President  Kennedy  came  to 
regard  Averell  as  the  only  ambitious  seven- 
ty-year old  he  knew— and  perhaps  the  single 
ablest  diplomat  in  American  history.  By  the 
end  of  those  thousand  days,  there  was  no 
trust  that  President  Kennedy  would  not 
have  given  to  him.  The  young  President  and 
the  elder  statesmen  became  remarkable 
companions  in  a  powerful  quest  to  make  the 
world  safe  for  human  survival. 

They  took  a  special  delight  in  each  other's 
presence.  For  example.  President  Kennedy 
was  well  aware  of  Averell's  very  selective 
hearing  aid  and  its  magical  tendency  to  tune 
out  the  boring,  the  foolish  and  the  long 
winded.  But  once  during  a  meeting  at  the 
White  House,  the  hearing  aid  actually 
failed.  As  the  President  started  to  talk,  so 
did  Assistant  Secretary  of  State  Harriman— 
who  just  kept  on  talking.  Afterwards,  some- 
one asked  the  President  if  he  was  annoyed. 
Of  course  not,  he  said:  "I  enjoy  watching 
Averell  in  a  meeting  more  than  anyone  else. 
He  sits  there  with  his  head  down  and  you 
might  think  he's  asleep.  But  then  someone 
says  something  foolish  and  he  bites  off  his 
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head  like  a  crocodile."  So  tliat  became  his 
nickname  among  the  new  frontiersmen— 
and  the  crocodile  loved  it. 

As  Averell  worked  his  way  up,  tireless  in 
his  70s,  to  the  summit  of  the  President's 
confidence,  he  gave  the  most  remarkable 
achievements  to  his  country  and  the  world. 
He  had  been  among  the  first  to  warn  of  the 
Soviet  danger  after  World  War  II;  he  now 
became  the  masterful  negotiator  of  the  first 
lasting  break  in  the  Cold  War—  the  Nuclear 
Test  Ban  Treaty  of  1963.  He  was  not  a  man 
of  illusions,  of  stereotypes,  of  the  right  or 
the  left.  At  the  bargaining  table,  he  was 
tough,  but  without  false  bravado.  Among 
the  wise  men  of  the  many  eras  he  lived  and 
led,  he  was  preeminent  in  reason  and 
common  sense. 

He  was  practical,  but  principled— and  on 
the  most  important  issues,  he  was  often  pro- 
phetic. He  negotiated  neutralization  in 
Laos— and  warned  against  militarization  in 
Vietnam.  He  dismissed  as  "outdated"  the  ex- 
perts, many  of  them  younger  than  he  was. 
who  said  we  had  to  expect  and  accept  mili- 
tary dictatorships  in  Latin  America. 

Averell  Harriman  proved  the  truth  of 
Robert  Kennedy's  belief  that  "Youth  is  not 
a  time  of  life,  but  a  state  of  mind."  To  the 
end.  he  was  young— always  ready  for  an- 
other assignment,  a  new  mission  to  Moscow, 
the  challenge  of  a  new  election. 

At  the  age  of  80,  he  was  one  of  the  hap- 
piest newly-weds  I  have  ever  seen.  Pamela 
became  the  light  of  his  life;  there  was 
always  a  lilt  in  his  voice  when  she  entered 
the  room.  "Pam,"  he  would  say  and  his  tone 
said  it  all  as  he  smiled  and  reached  for  her 
hand.  With  her  at  his  side,  he  had  a 
fourth— or  was  it  a  fifth?— political  career. 

In  a  time  when  many  foolish  things  were 
being  said,  the  crocodile  still  had  his  bite. 

Averell  Harriman  never  became  the  Presi- 
dent he  possibly  might  have  been— or  the 
Secretary  of  State  he  surely  should  have 
been.  But  he  was  the  first  citizen  of  this 
century— a  greater  man  than  all  the  titles 
he  ever  held. 

His  friends  John  and  Robert  Kennedy 
loved  and  often  quoted  some  words,  which 
seems  to  me  now  to  sum  him  up.  In  what  he 
did  and  how  he  lived,  Averell  Harriman 
urged  us  on:  "Come,  my  friends,  tis  not  too 
late  to  seek  a  newer  world— Push  off,  and 
sitting  well  in  order— (yes,  sitting  well  in 
order  was  always  important  to  him)— smite 
the  sounding  furrows;  for  my  purpose  holds 
to  sail  beyond  the  sunset  and  the  baths  of 
all  the  western  stars,  until  I  die. 

For  Averell  Harriman,  the  sunset  has 
come  at  last.  But  we  will  continue  to  live  in 
the  glow  of  his  life  and  each  time  we  push 
off  again,  toward  that  never  world  of  peace 
he  sought,  we  have  a  guiding  star  to 
follow— the  example  and  the  direction  he 
set  for  us,  and  for  all  the  Americans  yet  to 
come. 


VETERANS  FASTING  IN  PRO- 
TEST OF  OUR  POUCY  IN  CEN- 
TRAL AMERICA 

Mr.  KERRY.  Mr.  F>resident.  I  know 
that  all  of  us  who  are  Members  of  this 
institution— both  institutionally  and 
otherwise— are  very  hesitant  to  some- 
times want  to  revisit  the  issues  that 
are  not  pleasant  to  consider.  But  there 
is  at  this  moment  on  the  steps  of  the 
U.S.  Capitol  an  event  taking  place  that 
I  believe  forces  us  to  yet  again  at  least 
stop  to  pause  and  think  about  our 
policy  in  Central  America. 


At  this  moment,  a  group  of  Vietnam 
veterans  are  fasting  in  protest  of  our 
policy  in  Central  America.  Their  com- 
mitment to  their  fast  is  total— they 
say  they  are  prepared  to  lose  their 
lives  in  this  fast,  and,  having  talked 
with  them,  I  do  not  doubt  their  sincer- 
ity or  the  sincerity  of  their  commit- 
ment in  coming  here  to  try  to  bring  a 
message  to  the  U.S.  Congress. 

Now,  I  am  sure  that  no  one  here, 
certainly  myself,  quickly  supports  any 
individual  making  a  decision  to  fast  to 
death  in  opposition  to  any  policy  of 
the  U.S.  Government.  No  one  wants  to 
encourage  the  risk  and  the  potential 
loss  of  such  an  action,  and  I  believe 
that  their  lives  are  far  too  precious  to 
be  wasted. 

The  purpose  of  my  speaking  here 
today  is  not  to  say  that  I  think  that 
this  is  what  these  veterans  should  do, 
but  to  take  note  and  to  ask  my  col- 
leagues to  take  note  of  the  depth  of 
their  commitment  and  the  concern 
which  they  express  regarding  our 
policy. 

Mr.  President,  as  a  veteran  of  Viet- 
nam, as  well  as  one  who,  along  with 
my  colleagues,  went  through  the 
public  process  of  those  terrible  years 
of  division  in  this  country  over  that 
war,  I  am  deeply  distressed  that  yet 
again  American  citizens  have  come  to 
such  a  feeling  of  separation  from  the 
course  of  our  Government  that  they 
feel  compelled  by  conscience  to  take 
this  kind  of  action. 

Yet,  we  persist  to  pursue  a  course 
that  brings  bloodshed  and  confronta- 
tion closer,  not  peace  closer. 

A  few  days  ago,  people  across  this 
country  marveled  at  the  words  of 
President  Corazon  Aquino.  Senator 
after  Senator  and  Congressman  after 
Congressman  left  that  joint  session  of 
Congress  saying  it  was  the  best  speech 
that  they  had  heard  in  years.  I  heard 
the  Speaker  of  the  House  of  Repre- 
sentatives say  that  it  was  the  best  that 
he  had  heard  from  any  foreign  leader 
in  all  the  time  that  he  had  been  in  the 
House  of  Representatives  since  1952.  I 
heard  Senator  Mathias  say  to  the  For- 
eign Relations  Committee,  it  was  the 
best  he  has  heard  in  all  the  years  he 
has  served  on  that  committee  and  in 
the  Congress. 

In  that  speech.  President  Aquino 
said: 

I  must  explore  the  path  of  peace  to  the 
utmost,  for  at  the  end  of  whatever  disap- 
pointment I  meet  there,  is  the  moral  basis 
for  laying  down  the  olive  branch  of  jjeace, 
and  taking  up  the  sword  of  war. 

At  the  core  of  her  speech,  Mr.  Presi- 
dent, which  we  all  applauded,  was  her 
commitment  to  make  every  effort  to 
pursue  negotiations  with  those  who 
oppose  her  policies  before  pursuing 
armed  conflict. 

And  yet  we  do  exactly  the  opposite, 
Mr.  President.  We  continue  in  Central 
America  to  pick  up  the  sword  of  war, 
and  to  give  others  the  ability  to  pick 


up  the  sword  of  war,  before  pursuing 
the  olive  branch  of  peace. 

The  veterans  who  are  fasting  on  the 
steps  of  the  Capitol  arfe  asking  us: 

Why  is  it  that  we  can't  pursue  a  more 
peaceful  policy  in  Central  America?  Why  is 
it  that  we  carmot  seem  to  learn  the  lessons 
of  Vietnam?  Why  is  it  that  we  must  repeat 
those  same  mistakes  again  in  an  escalating 
conflict  in  Central  America? 

Because  we  have  reached  the  same 
position  of  picking  up  the  sword  of 
war  before  in  fact  making  every  effort 
to  pick  up  the  olive  branch  of  peace. 

Let  me  just  say  a  few  words  today— 
and  I  will  talk  about  this  on  other 
days— about  one  of  the  veterans  who  is 
fasting  on  the  Capitol  steps,  Charlie 
Liteky. 

Charlie  was  ordained  as  a  Catholic 
priest  in  1960.  He  volunteered  to  enter 
the  Army  as  a  chaplain  in  1966.  He 
served  for  2'/4  years  in  Vietnam,  where 
he  was  assigned  to  the  199th  Light  In- 
fantry Brigade  and  to  a  field  hospital. 

In  1968,  Charlie  was  awarded  the 
Congressional  Medal  of  Honor  by 
President  Johnson  at  a  White  House 
ceremony.  This  award  for  heroism  is 
our  Nation's  highest  civilian  award.  As 
President  Johnson  handed  Charlie  the 
medal,  he  whispered  to  him— and 
Charlie  will  tell  you  this— "son,  I'd 
rather  have  one  of  these  than  be 
President." 

The  Medal  of  Honor  was  awarded  to 
Charlie  Liteky  for  actions  taken  in  De- 
cember 1967,  while  his  company  was 
conducting  a  search  and  destroy  oper- 
ation in  Bien  Hoa  Province  in  Viet- 
nam, and  was  ambushed  by  enemy 
forces. 

According  to  the  citation.  Chaplain 
Liteky— who  now  fasts  to  death  on  the 
steps  of  our  Capitol— 'despite  painful 
wounds  in  the  neck  and  foot,"  rescued 
over  20  men  while  under  fire.  The  cita- 
tion continues: 

Through  his  indomitable  inspiration  and 
heroic  actions.  Chaplain  Liteky  saved  the 
lives  of  a  number  of  his  comrades,  aind  en- 
abled the  company  to  repulse  the  enemy. 
Chaplain  Liteky's  actions  reflect  great 
credit  upon  himself  and  were  in  keeping 
with  the  highest  traditions  of  the  U.S. 
Army. 

Mr.  President,  on  July  29,  1986, 
Charlie  Liteky  renounced  his  Medal  of 
Honor  in  protest  of  U.S.  policy  in  Cen- 
tral America.  He  later  placed  it  at  the 
foot  of  the  Vietnam  Veterans  Memori- 
al in  Washington. 
In  doing  so,  Charlie  Liteky  said: 
My  renunciation  of  the  Medal  of  Honor  in 
no  way  represents  disrespect  for  the  Medal 
itself,  or  for  the  recipients  of  medals  of 
valor  throughout  our  history.  My  action  is 
directed  toward  the  inhumne  foreign  poli- 
cies of  my  Government,  policies  that  cast 
shadows  of  shame  over  the  heritage  of  this 
country  *  •  •  I  find  it  ironic  that  conscience 
calls  me  to  renounce  the  Congressional 
Medal  of  Honor  fbr  the  same  basic  reason  I 
received  it— trying  to  save  lives. 

Mr.  President,  we  learned  in  Viet- 
nam over  11  bitter  years  and  more 
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about  the  terrible  divisions  that  oc- 
curred because  of  government's  unwill- 
ingness to  listen  when  a  majority  of  its 
people  oppose  its  policies.  The  veter- 
ans who  are  fasting  today  on  the  Cap- 
itol steps  are  here  to  remind  us  of  that 
simple  truth. 

I  hope  that  we  listen  to  their  plea  of 
conscience.  I  hope  that  we  leam  from 
them.  And  I  hope  that  this  Nation  will 
live  up  to  its  own  highest  traditions, 
and  once  again  pick  up  the  olive 
branch  of  peace,  before  choosing  the 
sword  of  war. 

Mr.  President,  we  have  not  heard 
one  word  in  the  United  States  in 
recent  months  about  the  Contadora 
process.  The  American  people  have 
been  called  on  to  spend  not  $100  mil- 
lion in  aid  in  Central  America,  but 
$800  million— $300  million  in  covert  as- 
sistance. $400  million  in  slush  fund 
money— to  the  Governments  of  Hon- 
duras. Costa  Rica,  Guatemala,  and  El 
Salvador. 

Meanwhile,  veterans  of  our  last  mili- 
tary conflict  have  decided  that,  to  get 
us  to  listen,  they  have  to  stop  eating, 
they  have  to  make  the  choice  of  po- 
tentially giving  up  their  lives. 

I  hope,  before  they  are  in  wheel- 
chairs. Mr.  President,  and  before  this 
Congress  has  the  uncomfortable 
plight  of  dealing  with  those  who  have 
chosen  to  die  in  order  that  others  may 
live,  that  we  will  somehow  reconsider 
or  see  whether  or  not  that  olive 
branch  of  peace  is  not  worthy  of  pick- 
ing up. 

(Applause  in  the  galleries.) 

The  PRESIDING  OFFICER.  The 
galleries  will  be  quiet  or  the  Sergeant 
at  Arms  will  be  ordered  to  remove  the 
spectators  from  the  galleries. 


REMARKS  OF  DEPUTY  SECRE- 
TARY OF  DEFENSE  WILLIAM  H. 
TAFT  IV.  AT  THE  DEDICATION 
CEREMONY  OF  THE  SOLDIER- 
SIGNERS  OF  THE  CONSTITU- 
TION CORRIDOR 

Mr.  THURMOND.  Mr.  President,  on 
September  17,  I  had  the  pleasure  of 
attending  the  dedication  ceremony  of 
the  Soldier-Signers  of  the  Constitu- 
tion Corridor  at  the  Pentagon.  This 
was  a  significant  event  to  me,  not  just 
because  of  my  great  love  for  the  Con- 
stitution, but  also  because  three  of  the 
soldier-signers— Pierce  Butler,  Charles 
Pinckney,  and  Charles  Cotesworth 
Pinckney— were  from  my  home  State 
of  South  Carolina. 

As  a  member  of  the  Commission  on 
the  Bicentennial  of  the  Constitution,  I 
would  like  to  take  this  opportunity  to 
urge  my  distingiiished  colleagues  to 
participate  in  the  upcoming  festivities 
and  events  marking  the  200th  anniver- 
sary of  the  signing  of  the  Constitu- 
tion. This  is  indeed  a  time  for  reflect- 
ing on  the  importance  this  great  docu- 
ment holds  for  all  of  us.  and  for  cele- 
brating the  unique  form  of  freedom 


and  self-government  which  we  enjoy 
as  Americans. 

The  splendid  event  at  the  Pentagon, 
which  was  also  attended  by  the  Secre- 
tary of  the  Army.  John  O.  Marsh,  was 
made  even  more  meaningful  by  the  in- 
spirational remarks  of  William  H.  Taft 
IV.  the  Deputy  Secretary  of  Defense.  I 
ask  unanimous  consent  that  these  re- 
marks and  a  copy  of  the  program  be 
inserted  in  the  Record  at  the  conclu- 
sion of  my  statement. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Remarks  of  William  H.  Taft  IV,  Deputy 
Secretary  of  Defense 

Thank  you  Secretary  Marsh.  It  is  an 
honor  for  me  to  participate  in  this  very  spe- 
cial and  significant  ceremony. 

Upon  the  men  we  honor  today  was  placed 
the  great  and  arduous  trust  of  forming  a 
union  that  would  grant  freedom  without  li- 
cense and  best  secure  the  permanent  pros- 
perity and  liberty  of  their  country. 

Yet  I  believe  these  citizen-soldiers  would 
be  somewhat  uncomfortable  with  the  praise 
they  richly  deserve.  For  they  knew  the  Con- 
stitution they  wrote  was  not  perfect.  They 
knew  it  was— in  the  now-popular  phrase— a 
"bundle  of  compromises,"  and  as  such  was 
subject  to  all  the  hedging  that  political 
agreement  demands. 

But  they  also  knew  that  temporizing  was 
possible  because  there  was  fundamental 
agreement  that  the  times  called  for  every- 
one to  rise  above  regional  differences  and 
narrow  self-interest:  that  the  times  called 
for  a  union  and  the  creation  of  a  strong  re- 
public. 

It  is  probably  not  too  much  to  say  that 
the  brilliance  and  subtle  wisdom  of  our  Con- 
stitution is  due  in  no  small  measure  to  the 
fact  that  over  half  of  its  signers  also  served 
in  the  Revolutionary  War.  We  therefore 
owe  these  men  a  special  measure  of  our  de- 
votion. 

What  was  it  about  that  war  that  led  these 
men  to  gather  during  the  steamy  Philadel- 
phia summer  of  1787  to  write  a  new  consti- 
tution? Complex  and  surely  valid  reasons 
may  be  given,  but  a  brief  look  at  the  biogra- 
phies of  these  men  points  to  one  rather 
simple  answer.  Six  years  of  war  impressed 
upon  these  citizen-soldiers  that  the  Govern- 
ment under  the  articles  of  confederation 
was  simply  inadequate  to  the  necessities  of 
leadership. 

One  of  the  men  we  honor  today,  Gouven- 
eur  Morris  of  Pennsylvania,  upon  viewing 
Washington's  troops  during  their  bitter 
winter  at  Valley  Forge,  called  them  'an 
army  skeletons  .  .  .  naked,  starved,  sick,  dis- 
couraged."  Colonial  rivalries  and  petty  jea- 
lousies joined  with  the  impotence  of  the 
central  Government  to  deny  Washington's 
troops  the  most  basic  necessities.  The  soul- 
wrenching  cold  of  that  winter,  could  not  but 
convince  Washington  and  others  of  the 
need  for  a  government  adequate  to  the  ex- 
igencies of  war. 

And  in  the  years  following  the  war.  the 
feebleness  of  the  articles  of  confederation 
was  obvious.  A  government  not  adequate  for 
either  peace  or  war  had  to  be  changed. 

Because  they  knew  both  peace  and  war. 
the  soldier-signers  of  our  Constitution  pos- 
sessed a  unique  wisdom,  a  wisdom  that 
molded  their  vision  of  appropriate  govern- 
mental powers,  and  shaped  their  actions  as 
they  strove  to  create  a  vigorous  union. 


The  impetuous  genius  of  Hamilton;  the 
clever  and  yet  prudent  mind  of  Gouveneur 
Morris;  the  quiet,  but  extraordinary  dedica- 
tion of  William  Jackson;  the  towering  exam- 
ple and  incomparable  wisdom  of  Washing- 
ton—these were  the  qualities  of  the  men 
who  wrote  our  constitution  suid  whose  char- 
acter we  commemorate  today. 

Nations  are  often  defined  by  the  men  and 
women  who  lead  them.  And  our  democracy 
has  frequently  been  defined  by  the  states- 
menship  of  its  citizen-soldiers. 

The  concept  of  citizen-soldier  is  not  easy 
to  capture  in  words,  but  listen  to  George 
Washington's  reflection:  "When  we  assumed 
the  soldier,"  he  said,  "we  did  not  lay  aside 
the  citizen,  and  we  shall . . .  rejoice  . . .  when 
the  establishment  of  American  liberty  .  .  . 
shall  enable  us  to  return  to  our  private  sta- 
tions in  the  bosom  of  a  free,  peaceful  and 
happy  country." 

The  sometimes  uneasy  combination  of  cit- 
izen-soldier was  reconciled  and  given  its 
greatest  achievement  in  the  men  we  honor 
today.  As  each  of  us  joins  in  the  celebration 
of  the  bicentennial  of  our  Constitution,  it  is 
these  men  and  their  sacrifice  that  we  must 
keep  before  us. 

The  Soldier-Signers  of  the  Constitution 
Corridor  Dedication  Ceremony 

(September  17.  1986,  the  Pentagon. 
Washington,  DC.) 

In  September  1987  the  United  States  com- 
memorates the  bicentennial  of  the  signing 
of  the  Constitution.  Twenty-three  of  the 
forty  signers  of  the  Constitution  including 
the  Secretary  to  the  Convention  were  veter- 
ans of  the  Revolutionary  War.  Their  experi- 
ences in  that  conflict  made  them  deeply 
conscious  of  the  need  for  a  strong  central 
government  that  would  prevail  against  its 
enemies,  yet  one  that  would  safeguard  the 
individual  liberties  and  the  republican  form 
of  government  for  which  they  had  fought. 
Their  solution  is  enshrined  in  the  Constitu- 
tion. The  I»resident  of  the  United  States  is 
the  Commander  in  Chief  of  the  nation's 
military  forces.  But  it  is  the  Congress  that 
has  the  power  to  raise  and  support  those 
forces,  and  to  declare  war.  The  Founding 
Fathers  established  for  all  time  the  prece- 
dent that  the  military,  subordinated  to  the 
Congress,  would  remain  the  servant  of  the 
Republic.  That  concept  is  the  underpinning 
of  the  American  military  officer.  These 
twenty-three  men  were  patriots  and  leaders 
in  every  sense  of  the  wojrd:  they  fought  the 
war,  they  signed  the  Constitution,  and  they 
forged  the  new  government.  They  all  went 
on  to  careers  of  distinguished  public  service 
in  the  new  Republic.  Their  accomplish- 
ments should  not  be  forgotten  by  those  who 
enjoy  the  fruits  of  their  labors. 

The  Soldier-Signers  of  the  Constitution 
Corridor  was  created  to  provide  information 
on  these  veterans,  celebrate  the  bicenten- 
nial of  the  signing  of  the  Constitution,  and 
honor  these  great  Americans. 

SIGNERS  OF  the  CONSTITUTION 

1.  George  Washington,  ■  2.  Benjamin 
Franklin,  3.  James  Madison.  Jr.,  4.  Alexan- 
der Hamilton,'  5.  Gouvemeur  Morris,'  6. 
Robert  Morris.  7.  James  Wilson,  8.  Charles 
C.  Pinckney,'  9.  Charles  Pinckney,  10.  John 
Rutledge,  11.  Pierce  Butler,'  12.  Roger  Sher- 
man, 13.  William  S.  Johnson,  14.  James 
McHenry,'  15.  George  Read.  16.  Richard 
Basset.'  17.  Richard  D.  Spaight,'  18.  WU- 
liam   Blount,'    19.   Hugh   Williamson,'    20. 


'  Soldier-signer. 
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Dan  of  St.  Thomas  Jenifer.  21.  Rufus  King,' 
22.  Nathaniel  Gorham,  23.  Jonathan 
Dayton,'  24.  Daniel  CarroU,  25.  William 
Pew,'  26.  Abraham  Baldwin,'  27.  John  Lang- 
don,'  28.  Nicholas  Oilman.'  29.  William  Liv- 
ingston.' 30.  William  Paterson.  31.  Thomas 
Miff  in,'  32.  George  CTymer.  33.  Thomas 
FitzSimmons.'  34.  Jared  IngersoU.  35.  Gun- 
ning Bedford.  Jr.,  36.  Jacob  Broom.  37.  John 
Dickinson,'  38.  John  Blair,  39.  David  Brear- 
ley.'  40.  William  Jackson.' 

SOLOIER-SIGNERS  OF  THE  CONSTITUTION 

George  Washington.  1732-1799.  Virginia. 
Commander  in  Chief,  Continental  Army. 

Abraham  Baldwin,  1754-1807,  Georgia. 
Chaplain.  Continental  Army. 

Richard  Bassett.  1745-1815.  Delaware.. 
Captain.  Delaware.  Militia. 

William  Blount.  1749-1800.  North  Caroli- 
na. Staff  Officer  (Paymaster.)  Continental 
Army. 

David  Brearley.  1745-1790.  New  Jersey, 
Lieutenant  Colonel.  Continental  Army. 

Pierce  Butler,  1744-1822,  South  Carolina. 
Adjutant  General,  South  Carolina  Militia. 

Jonathan  Dayton,  1760-1824,  New  Jersey, 
Captain,  Continental  Army. 

John  Dickinson,  1732-1808,  Delaware. 
Brigadier  General ,  Militia. 

William  Few,  1748-1828.  Georgia.  Colonel, 
Georgia  Militia. 

Thomas  Pitzsimons,  1741-1811,  Pennsylva- 
nia, Captain,  Pennsylvania. 

Nicholas  Oilman.  1755-1814,  New  Hamp- 
shire, Captain,  Continental  Army. 

Alexander  Hamilton,  1757-1804,  New 
York.  Lieutenant  Colonel,  Continental 
Army. 

Rufus  King.  1755-1827.  Massachusetts. 
Major,  Massachusetts  Militia. 

John  Langdon,  1741-1819,  New  Hamp- 
shire, Colonel,  New  Hampshire  Militia. 

William  Livingston,  1723-1790,  New 
Jersey,  Brigadier  General,  New  Jersey  Mili- 
tia 

James  McHenry,  1753-1816,  Maryland, 
Major,  Continental  Army. 

Thomas  Mifflin,  1744-1800,  Pennsylvania. 
Major  General,  Continental  Army. 

Gouvemeur  Morris,  1752-1816,  New  York, 
Volunteer,  New  York  Militia. 

Charles  Pinckney,  1757-1824,  South  Caro- 
lina, Lieutenant.  South  Carolina  Militia. 

Charles  Cotesworth  Pinckney,  1746-1825, 
South  Carolina,  Colonel,  Continental  Army. 

Richard  Dobbs  Spaight,  1758-1802,  North 
Carolina,  Staff  Officer,  North  Carolina  Mili- 
tia. 

Hugh  Williamson,  1735-1819,  North  Caro- 
lina, Surgeon  General.  North  Carolina  State 
Troop. 

William  Jackson.  1759-1828.  Secretary  to 
Constitutional  Convention.  Major,  Conti- 
nental Army. 

Participants 

HOST 

The  Honorable  John  O.  Marsh,  Jr.,  Secre- 
tary of  the  Army. 

DISTINGUISHED  GUEST       ' 

The  Honorable  William  H.  Taft,  IV 
Deputy  Secretary  of  Defense. 

Sequence  or  events 

Pre-Ceremony  Concert,  The  United  States 
Army  Band  (Pershing's  Own):  March-On, 
Honors,  Sound  Off.  Retreat.  Inspection,  Na- 
tional Anthem. 

Remarks,  Secretary  Marsh. 

Remarks,  Secretary  Taft. 

March  in  Review. 

Conclusion  of  Outdoor  Ceremony. 

Ceremonial  Ribbon  Cutting  (Commemora- 
tive Corridor  Site). 


Tour  of  Corridor. 


SALE  OP  LIBYAN  STOCK 
OWNERSHIP  IN  PLAT  S.P.A. 

Mr.  DIXON.  Mr.  President,  several 
months  ago  the  Congress  expressed  its 
serious  concern  about  the  Libyan  Gov- 
ernment's partial  ownership  of  a 
major  Italian  defense  contractor,  Fiat 
S.P.S.  The  Qadhafi  regime  held  15.19 
percent  of  a  firm  that  had  done  sub- 
stantial business  with  the  U.S.  Depart- 
ment of  Defense,  and  no  one  in  the 
Congress  wanted  Libya  to  profit  from 
American  defense  contracts. 

On  September  23,  Piat  and  a  group 
of  Western  investors  bought  the 
Libyan  ownership.  After  months  of 
pressure  from  Congress  and  the  De- 
partment of  Defense,  the  Piat  compa- 
ny has  finally  rid  itself  of  the  Libyan 
connection. 

Mr.  President,  after  the  issue  of 
Libyan  ownership  in  Piat  was  revealed, 
I  introduced  legislation  in  the  Armed 
Services  Committee  which  provides 
the  Department  of  Defense  with  the 
ability  to  look  into  the  question  of 
hostile  foreign  ownership  in  any  po- 
tential defense  contractor. 

At  this  moment,  Mr.  President,  a 
House-Senate  conference  committee  is 
considering  my  legislation,  which  re- 
quires strict  disclosure  of  any  hostile 
foreign  ownership  before  a  corpora- 
tion is  allowed  to  bid  on  a  U.S.  defense 
contract.  The  United  States  must  not 
do  business  with  firms  linked  finan- 
cially to  nations  which  support  inter- 
national terrorism. 

This  legislation  is  designed  to  pre- 
vent U.S.  tax  dollars  from  enriching 
the  treasury  of  terrorist  nations  such 
as  Libya,  Iran,  or  Syria.  I  believe  it 
also  effectively  strengthens  the  admin- 
istration's policy  of  economically  iso- 
lating the  Qadhafi  regime. 

I  applaud  the  action  taken  by  the 
Flat  company  in  finally  ridding  itself 
of  Libyan  ownership.  This  was  an 
action  long  overdue.  As  a  member  of 
the  Senate  Armed  Services  Commit- 
tee, I  strongly  support  allied  participa- 
tion in  supplying  U.S.  and  NATO  de- 
fense needs.  Significant  Libyan  owner- 
ship of  Piat,  however,  was  unaccept- 
able. 

The  sale  of  Libya's  interest  in  Piat 
does  not,  however,  remove  the  need 
for  specific  legislation.  Indeed,  the 
Pentagon  testified  before  a  Senate 
Armed  Services  Subcommittee  that 
our  country  did  not  have  the  statutory 
authority  to  deny  a  contract  to  a  cor- 
poration with  Libyan  ownership.  It  is 
my  hope  that  by  providing  the  Depart- 
ment of  Defense  with  this  authority, 
the  fiscal  1987  defense  authorization 
bill  will  contribute  further  to  develop- 
ing a  comprehensive  U.S.  policy  on 
state-sponsored  terrorism  against  in- 
nocent Americans. 


FIRST  ETHNIC  AMERICAN  DAY  A 
SUCCESS 

Mr.  PRESSLER.  Mr.  President,  last 
Sunday  the  first  Ethnic  American  Day 
celebration  was  held  at  Constitution 
Hall  here  in  Washington.  I  am  proud 
to  have  had  a  part  in  this  celebration 
and  hope  that  Ethnic  American  .Day 
will  become  an  increasingly  larger 
event  each  year,  not  only  in  the  Na- 
tion's Capital,  but  also  throughout 
America.  Over  1,600  people  attended 
this  first  celebration. 

Twenty-one  American  ethnic  organi- 
zations selected  Americans  of  their 
ethnic  backgrounds  to  honor  on  this 
special  day.  These  honored  Americans 
and  their  sponsoring  organizations  in- 
cluded: 

Honored    Americans    Chosen    by    Ethnic 

American  Organizations  por  7'heir  Out- 
standing Contribution  to  the  American 

Way  and  Pride  in  Their  Ethnic  Heritage 

Congressman  Mario  Blaggi— Sponsor 
Order  Sons  of  Italy  in  America. 

Hyman  Bookbinder— Sponsor:  The  Ameri- 
can Jewish  Committee  Institute  for  Ameri- 
can Pluralism. 

Dr.  Zbigniew  Braezinski— Sponsor:  Polish 
National  Alliance. 

Norman  E.  D' Amours — Sponsor:  Associa- 
tion Cando-Americaine. 

Dr.  Tirso  del  Junco— Sponsor:  National 
Association  of  Cuban  Women.  Inc. 

Professor  Manoranjan  Dutta— Sponsor: 
The  Association  of  Indians  in  America,  Inc. 

Mr.  Ahmet  Ertegun— Sponsor:  Federation 
of  Turkish  American  Societies,  Inc. 

His  Eminence  Archbishop  lakovos— Spon- 
sor: United  Hellenic  American  Congress. 

Senator  Daniel  K.  Inouye— Sponsor:  Japa- 
nese American  Citizens  League. 

Ann  Jillian— Sponsor:  Lithuanian  World 
Youth  Association. 

Casey  Kasem— Sponsor:  National  Associa- 
tion of  Arab  Americans. 

James  V.  Krakora— Sponsor:  CSA  Frater- 
nal Life. 

Dr.  Sammy  Lee— Sponsor:  League  of 
Korean  Americans. 

Maya  Lin— Sponsor:  Asian  American  As- 
sembly. 

Dr.  Haridas  T.  Muzumdar— Sponsor:  Na- 
tional Federation  of  Asian  Indian  Organiza- 
tions in  America. 

Irene  Natividad— Sponsor:  Filipino  Ameri- 
can Women's  Network. 

Paul  O'Dwyer— Sponsor:  Ancient  Order  of 
Hibernians  in  America. 

Dr.  Olgerts  Raimonds  Pavlovskis— Spon- 
sor: American  Latvian  Association. 

Colonel  Harry  A.  Sachaklina— Sponsor 
Armenian  National  Committee  of  America. 

Dr.  Dalip  Saund  (Deceased)— Sponsor: 
Indian  American  Forum  for  Political  Ekluca- 
tion. 

Mrs.  Elsbeth  M.  Seewald— Sponsor: 
German  American  National  Congress. 

Representing  all  of  these  honored 
Americans,  our  distinguished  col- 
league. Senator  Inoute,  gave  a  stirring 
speech  praising  the  American  tradi- 
tion of  respect  for  the  immigrants  and 
refugees  who  have  contributed  so 
much  to  the  building  of  our  Nation. 

Finally,  President  Reagan  sent  a 
fine  statement  which  was  read  at  the 
Ethnic  American  Day  celebration.  Mr. 
President.  I  ask  unanimous  consent 
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that  President  Reagan's  letter  be 
printed  as  if  read  at  this  point  in  the 
Record. 

The  White  House, 
Washington,  September  19,  1986. 

I  am  delighted  to  extend  warm  greetings 
to  those  gathered  together  from  twenty- 
four  ethnic  organizations  to  commemorate 
the  first  Ethnic  American  Day.  In  particu- 
lar. I  wish  to  offer  my  congratulations  to 
the  distinguished  recipients  of  the  Honored 
American  award,  to  Selven  Peinschreiber  of 
Americans  By  Choice,  and  to  the  members 
of  Congress  whose  vision  made  this  day  pos- 
sible. 

This  special  observance  presents  a  wel- 
come opportunity  to  recognize  and  honor 
the  accomplishments  and  contributions  of 
ethnic  Americans.  By  lieeping  alive  and  ad- 
vancing your  ethnic  heritage  you  contribute 
to  the  diversity  that  enriches  American  life 
and  is  the  foundation  of  our  nation's 
strength. 

God  bless  you. 

RoNAU)  Reagan. 

Following  the  presentation  of  bronze 
plaques  to  each  of  the  21  honored 
Americans.  15  of  the  organizations  en- 
tertained the  audience  with  music  and 
dance  performances  and  a  costume 
show. 

Mr.  President,  next  year  and  there- 
after I  hope  even  more  Americans  will 
participate  in  an  even  greater  variety 
of  ways  in  the  celebration  of  Ethnic 
American  Day.  Schoolchildren  could 
be  encouraged  to  compete  in  essay 
contests,  writing  about  the  contribu- 
tions of  ethnic  Americans.  Local  orga- 
nizations throughout  the  land  could 
select  their  own  honored  citizens  and 
sponsor  local  celebrations.  Constitu- 
tion Hall  will  be  the  site  of  the  princi- 
pal Ethnic  American  Day  celebration 
again  next  year,  but  more  Americans 
can  experience  the  sheer  enjoyment  of 
honoring  Americas  multiple  ethnic 
heritages  if  people  throughout  the 
Nation  cooperate  in  organizing  more 
celebrations. 


PRODUCT  UABILITY 

Mr.  HATCH.  Mr.  President,  we  have 
before  us  a  cloture  vote  on  the  motion 
to  proceed  on  consideration  of  S.  2760, 
the  Product  Liability  Reform  Act.  I 
will  vote  for  cloture,  because  this  is  an 
issue  that  should  be  debated  and  acted 
upon  by  the  Senate.  In  my  view,  the  li- 
ability crisis  is  one  of  the  most  critical 
issues  facing  our  Nation's  business.  I 
have  been  concerned  with  this  issue 
for  quite  some  time.  The  problems  are, 
I  am  sure,  well  known  to  all  of  you. 
Today,  both  the  business  community 
and  consumers  are  threatened  by  the 
unpredictability  of  court  awards  and 
judge-made  laws  that  allow  a  finding 
of  liability  even  though  a  defendant  is 
without  fault.  Insurance  companies 
have  responded  to  this  unpredictabil- 
ity by  doubling  and  even  tripling  their 
premiums  each  year.  The  heavy 
burden  of  insurance  premiums  has 
driven  some  companies  out  of  business 


and  has  made  life  difficult  for  those 
Who  remain. 

This  is  by  no  means  a  local  problem. 
In  fact,  courts  in  Utah  and  her  sur- 
rounding States  have  been  relatively 
restrained  when  dealing  with  the 
issue.  Those  local  courts  have  not 
joined  the  few  States  that  have  dis- 
carded traditional  concepts  of  tort  law 
that  require  negligence  or  recklessness 
in  order  to  recover  in  favor  of  an  ex- 
panded doctrine  of  strict  liability.  Fur- 
thermore, the  Utah  Legislature  re- 
cently passed  the  Tort  Reform  Act  of 
1986  which  abolished  the  legal  theory 
of  joint  and  several  liability.  But  be- 
cause insurance  companies  set  their 
premiums  based  upon  the  worst-case 
scenario,  professionals  in  Utah  are 
feeling  the  effects  of  laws  made  in 
States  thousands  of  miles  away. 

This  is  a  national  problem  and  sever- 
al proposals  have  been  presented  in 
Congress  in  an  attempt  to  reduce  the 
pressure  felt  by  the  insurance  unavail- 
ability/unaffordability  crisis.  These 
proposals  range  from  "shotgun  ideas" 
that  would  federalize  the  entire  tort 
system  to  specific  'rifle  shots"  that 
address  only  those  areas  most  needing 
assistance. 

Certainly,  there  is  considerable  con- 
troversy on  Capitol  Hill  about  these 
proposals.  Part  of  the  problem  is  due 
to  opposition  lobbyists  like  the  Ameri- 
can Trial  Lawyers  Association.  But 
what,  to  me.  Is  a  more  serious  concern, 
are  the  ramifications  of  dealing  on  a 
Federal  level  with  legal  principles  that 
have  traditionally  remained  on  the 
State  level.  However,  the  scope  of  the 
liability  crisis  is,  as  I  mentioned,  one 
of  national  concern.  There  are  thou- 
sands of  businesses  across  the  Nation, 
both  small  and  large,  that  are  seeing 
their  costs  increase,  their  profits  dis- 
appear and  their  risk  of  being  used 
growing  larger  daily.  In  Florida,  20 
percent  of  obstetricians  have  stopped 
delivering  babies.  Manufacturers  of 
vaccines  for  our  children  are  faced 
with  skyrocketing  insurance  premiums 
that  increase  costs  and  limit  innova- 
tion. One  Utah  town  with  60  regis- 
tered voters  was  recently  held  liable 
for  $2.7  million  in  a  dispute  over  con- 
struction permits.  Nationwide,  people 
have  been  prevented  from  engaging  in 
business  because  of  their  inability  to 
obtain  insurance. 

Therefore.  I  believe  that  the  Federal 
Government  can  and  should  take  lim- 
ited steps  to  correct  our  runaway  lia- 
bility system.  Earlier  this  month  I 
chaired  hearings  in  the  Senate  Judici- 
ary Committee  in  which  we  heard  tes- 
timony demonstrating  the  need  for  a 
national  remedy  for  products  liability. 
I  have  therefore  endorsed  S.  2760.  the 
Product  Liability  Reform  Act.  which  I 
believe  will  have  a  great  impact  on  the 
problem,  but  with  minimal  disruption 
of  the  ability  of  the  people  to  govern 
themselves  on  the  State  level. 


I  am  convinced  that  this  bill  would 
reduce  the  pressure  that  is  currently 
felt  by  businesses  who  are  exposed  to 
product  liablity.  Because  businesses 
such  as  those  in  my  own  State  of  Utah 
are  feeling  the  effects  of  court  deci- 
sions rendered  in  States  that  have  not 
adopted  such  laws,  passage  of  this  pro- 
posal by  Congress  would  establish 
some  level  of  uniformity,  allowing  in- 
surance companies  to  better  anticipate 
potential  jury  vedicts.  A  limited  Feder- 
al product  liability  solution  is  needed 
and  we  must  act  on  S.  2760. 

However,  as  this  legislation  deals 
only  with  product  liability,  it  does  not 
alleviate  the  insurance  crisis  as  it  re- 
lates to  our  local  governments  and 
medical  professionals,  two  other 
groups  in  great  need.  A  separate  pro- 
posal that  I  introduced  is  directed  at 
reducing  the  risk  of  municipal  liabil- 
ity. Courts  have  recently  interpreted 
section  1983,  a  civil  right  statute,  so 
that  a  city  or  local  government  may  be 
sued  in  Federal  court  for  a  violation  of 
Federal  law  unrelated  to  civil  rights.  If 
the  plantiff  prevails,  the  defendant 
city  or  county  must  pay  not  only  the 
amount  awarded,  but  attorneys  fees  as 
well.  This  has  forced  insurance  compa- 
nies to  raise  liability  insurance  premi- 
ums of  cities  and  local  goveniments. 

I  have  introduced  S.  436,  to  liniit  the 
broad  reading  that  courts  have  given 
to  the  Federal  law  in  question,  and 
return  the  interpretation  to  violations 
of  civil  rights,  which  was  the  original 
intent  of  the  law.  This  bill  would  also 
establish  an  immunity  for  decisions  of 
local  goverrunents  that  were  made  in 
good  faith:  impose  a  uniform  statute 
of  limitations;  and  require  the  exhaus- 
tion of  State  administrative  remedies 
prior  to  suit  in  Federal  court.  Passage 
of  S.  436  would  significantly  reduce 
the  pressure  felt  by  municipalities  and 
local  governments.  S.  436  was  unani- 
mously approved  by  the  Constitution 
Subcommittee  and  is  now  pending 
before  the  Senate  Judiciary  Commit- 
tee. 

To  respond  to  the  health  care  pro- 
fessional liability  crisis.  I  have  intro- 
duced a  bill  providing  incentives  to 
States  who  modify  their  laws  to  pro- 
vide for  periodic  payment  of  damage 
awards  over  $100,000;  elimination  of 
the  collateral  source  rule;  limiting 
noneconomic  damages  to  $250,000;  lim- 
iting contingency  fee  awards;  and  sev- 
eral other  provisions  to  ensure  record- 
keeping and  discipline. 

These  three  approaches  respond  to 
the  liability  problems  facing  practicing 
professionals,  local  governments,  and 
American  business  generally.  I  believe 
that  State  governments  bear  the  ma- 
jority of  the  responsibility  of  modify- 
ing the  laws  as  tort  liability  is  tradi- 
tionally an  area  of  State  law.  However, 
through  judicious  use  of  the  Federal 
power  to  provide  stability  in  an  area 
marked  by  continued  turmoil,  the  Fed- 
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eral  Government  can  join  the  States 
in  making  great  strides  in  eliminating 
the  liability  crisis. 


S. 


2878-ANTI  DRUG  ABUSE  ACT 
OF  1986 

(Note:  Later  in  today's  proceedings 
the  Senate  proceeded  to  the  consider- 
ation of  S.  2878,  the  Anti  Drug  Abuse 
Act  of  1986.  By  unanimous  consent 
the  text  of  the  bill  was  ordered  to  be 
printed  in  the  Record.  To  assure  inclu- 
sion of  the  text  of  the  bill  in  part  I  of 
today's  Record,  the  text  of  the  bill  is 
printed  at  this  point,  as  follows:) 

S.  2878 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United   States    of 
America  in  Congress  assembled, 

SECTION  1.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "Anti  Drug 
Abuse  Act  of  1986". 

SEC.  2.  TABLE  OF  CONTENTS. 

Sec.  1.  Short  title. 

Sec.  2.  Table  of  contents. 

Sec.  3.  Compliance  with  Budget  Act. 

TITLE  I-ANTI-DRUG  ENFORCEMENT 

Subtitle  A— Drug  Penalties  Enhancement 

Act  of  1986 

Sec.  1001.  Short  title. 

Sec.  1002.  Controlled  Substances  Act  penal- 
ties. 

Sec.  1003.  Other  amendments  to  the  Con- 
trolled Substances  Act. 

Sec.   1004.  Amendment  to  title   18  of  the 
United  States  Code. 

Sec.   1005.  Amendment  to  title  28  of  the 
United  States  Code. 

Sec.  1006.  Amendment  to  the  Federal  Rules 
of  Criminal  Procedure. 

Sec.    1007.    Elimination    of   special    parole 
terms. 

Sec.  1008.  Amendment  to  the  Comprehen- 
sive Crime  Control  Act  of  1984. 

Sec.  1009.  Miscellaneous  technical  amend- 
ments. 

Subtitle  B— Drug  Possession  Penalty  Act  of 
1986 

Sec.  1051.  Short  title. 

Sec.  1052.  Penalty  for  simple  possession. 

Subtitle  C— Juvenile  Drug  Trafficking  Act 
of  1986 
Sec.  1101.  Short  title. 
Sec.  1102.  Offense. 
Sec.  1 103.  Technical  amendments.  . 
Sec.  1104.  Manufacturing  a  controlled  sub- 
stance within  1000  feet  of  a  col- 
lege. 
Subtitle  D— Assets  Forfeiture  Amendments 

Act  of  1986 
Sec.  1151.  Short  title. 
Sec.  1152.  Asset  forfeiture  funds. 
Sec.  1153.  Substitute  assets. 

Subtitle  E— Controlled  Substance  Analogs' 
Enforcement  Act  of  1986 

Sec.  1201.  Short  title. 
Sec.  1202.  Offense. 
Sec.  1203.  Definition. 

Sec.  1204.  Technical  and  conforming  amend- 
ments. 
Subtitle  F— Continuing  Drug  Enterprise  Act 
of  1986 

Sec.  1251.  Short  title. 
Sec.  1252.  Increased  penalties. 
Sec.  1253.  Continuing  criminal  enterprise 
enhanced  penalties. 


Subtitle  G— Controlled  Substances  Import 
and  Export  Act  Penalties  Enhancement 
Act  of  1986 

Sec.  1301.  Short  title. 
Sec.  1302.  Enhanced  penalties. 
Subtitle  H— Money  Laundering  Crimes  Act 

of  1986 
Sec.  1353.  Amendment  to  the  Right  to  Fi- 
nancial Privacy  Act. 
Sec.    1354.    Compliance,    exemptions,    and 

summons  authority. 
Sec.  1355.  Predicate  offenses. 
Sec.  1356.  Forfeiture. 
Sec.  1357.  Severability  clause. 

Subtitle  I— Armed  Career  Criminals 
Sec.  1401.  Serious  drug  offenses. 
Subtitle  J—Authorization  of  Appropriations 

for  Drug  Law  Enforcement 
Sec.  1451.  Authorization  of  appropriations. 
Subtitle  L— State  and  Local  Narcotics 
Control  Assistance 
Sec.  1551.  Short  title. 

Sec.  1552.  Office  of  justice  assistance  drug 
grant  program. 
Subtitle  M— Study  on  the  Use  of  Existing 
Federal  Buildings  as  Prisons 
Sec.  1601.  Study  required. 

Subtitle  N— Drug  Law  Enforcement 
Cooperation  Study 
Sec.  1651.  Drug  law  enforcement  coopera- 
tion study. 
Subtitle  P— Narcotics  Traffickers 
Deportation  Act 
Sec.  1751.  Amendment  to  the  Immigration 

and  Nationality  Act. 
Subtitle  Q— Federal  Drug  Law  Enforcement 

Agent  Protection  Act  of  1986 
Sec.  1771.  Short  title. 

Sec.   1772.  Amendment   to  the  Controlled 
Substances  Act. 
Subtitle  R— Common  Carrier  Operation 
Under  the  Influence  of  Alcohol  or  Drugs 
Sec.  1791.  Offense. 

Subtitle  S— Freedom  of  Information  Act 
Sec.  1801.  Law  enforcement. 
Sec.  1802.  Organized  crime. 
Subtitle  T— Prohibition   on  the   Interstate 
Sale  and  Transportation  of  Drug  Para- 
phernalia 
Sec.  1821.  Short  title. 
Sec.  1822.  Offense. 
Sec.  1823.  Effective  date. 

Subtitle  U— Manufacturing  Operations 
Sec.  1841.  Manufacturing  operation. 
Subtitle  W— Precursor  and  Essentia) 

Chemical  Review 
Subtitle  V— Controlled  Substances 

Technical  Amendments 
Subtitle  X— Improved  Drug  Crime 
Reporting 
Sec.  1921.  Improved  Drug  Crime  Reporting. 
TITLE  II-INTERNATIONAL 
NARCOTICS  CONTROL 
Subtitle  A— Strengthening  United  States 
Narcotics  Control  Overseas 
Sec.  2001.  Additional  funding  for  interna- 
tional narcotics  control  assist- 
ance and  regional  cooperation. 
Sec.  2002.  Restrictions  on  the  provision  of 

United  States  assistance. 
Sec.  2003.  Retention  of  title  to  aircraft  pro- 
vided to  foreign  countries  for 
narcotics  control  purposes. 
Sec.  2004.  Records  of  aircraft  use. 
Sec.  2005.  Development  of  herbicides  for 
aerial  coca  eradication. 


Sec.  2006.  Review  of  effectiveness  of  inter- 
national narcotics  control  as- 
sistance program. 

Sec.  2007.  Extradition  to  the  United  SUtes 
for  narcotics-related  offenses. 

Sec.  2008.  Foreign  police  arrest  actions. 

Sec.  2009.  Information-sharing  so  that  visas 
are  denied  to  drug  traffickers. 

Sec.  2010.  Assessment  of  narcotics  traffick- 
ing from  Africa. 

Sec.  2012.  Conditions  on  assistance  for  Bo- 
livia. 

Sec.  2013.  Combating  narcoterrorism. 

Sec.  2014.  Interdiction  procedures  for  ves- 
sels of  foreign  registry. 

Sec.  2015.  Department  of  Defense  assistance 
for  law  enforcement  activities 
outside  the  United  States. 

Sec.  2016.  Intelligence  support  to  combat- 
ting the  drug  problem. 

Sec.  2017.  Report  on  certain  countries. 

Sec.  2018.  Policy  toward  multilateral  devel- 
opment banks. 

Subtitle  B— Strengthening  International 
Narcotics  Control  and  International  Drug 
Education 

Sec.  2021.  Declaration;  policy. 

.  ..c.  2022.  Findings. 

Sec.  2023.  International  conference  on  drug 
abuse  and  illicit  trafficking. 

Sec.  2024.  Effectiveness  of  international 
drug  prevention  and  control 
system. 

Sec.  2025.  Narcotics  control  conventions. 

Sec.  2026.  Mexico-United  States  intergov- 
ernmental commission. 

Sec.  2027.  Opium  production  in  Pakistan.  - 

Sec.  2028.  Opium  production  in  Iran,  Af- 
ghanistan, and  Laos. 

Sec.  2029.  Increased  funding  for  USIA  drug 
education  programs. 

Sec.  2030.  Increased  funding  for  aid  drug 
education  programs. 

Sec.  2031.  Reports  to  Congress  on  drug  edu- 
cation programs  abroad. 

TITLE  III-INTERDICTION 

^ITLE  IV-  EDUCATION,  TREATMENT, 

AND  REHABILITATION 
SEC.  3.  r<>MPI-IANtE  WITH  Bl  DGET  AlT. 

Notwithstanding  any  other  provision  of 
this  Act,  any  spending  authority  and  any 
credit  authority  provided  under  this  Act 
shall  be  effective  for  any  fiscal  year  only  to 
such  extent  or  in  such  amounts  as  are  pro- 
vided in  appropriation  Acts.  For  purposes  of 
this  Act.  the  term  "spending  authority"  has 
the  meaning  provided  in  section  401(c)(2)  of 
the  Congressional  Budget  Act  of  1974  and 
the  term  "credit  authority"  has  the  mean- 
ing provided  in  section  3(10)  of  the  Congres- 
sional Budget  Act  of  1974. 

TITLE  I-ANTI-DRUG  ENFORCEMENT 

Subtitle  A— Drug  Penalties  Enhancement 
Act  of  1986 

SEC.  1001.  SHORT  TITLE. 

This  part  may  be  cited  as  the  "Drug  Pen- 
alties Enhancement  Act  of  1986". 

SEC.  1002.  CONTROLLED  SUBSTANCES  ACT  PENAL- 
TIES. 

Section  401(b)(1)  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  841(b)(1))  is  amend- 
ed- 

(1)  by  redesignating  subparagraph  (C)  as 
subparagraph  (D):  and 

(2)  by  striking  out  subparagraphs  (A)  and 
(B)  and  inserting  the  following  in  lieu  there- 
of: 

"(IKA)  In  the  case  of  a  violation  of  sub- 
section (a)  of  this  section  involving— 
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"(i)  1  kilogram  or  more  of  a  mixture  or 
subetance  containing  a  detectable  amount 
of  heroin: 

"(ii)  5  kilograms  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of- 

"(I)  coca  leaves,  except  coca  leaves  and  ex- 
tracts of  coca  leaves  from  which  cocaine,  ec- 
gonine,  and  derivatives  of  ecgonine  or  their 
salts  have  been  removed; 

"(II)  cocaine,  its  salts,  optical  and  geomet- 
ric isomers,  and  salts  of  Isomers: 

"(III)  ecgonine,  its  derivatives,  their  salts. 
isomers,  and  salts  of  isomers;  or 

"(IV)  any  compound,  mixture,  or  prepara- 
tion which  contains  any  quantity  of  any  of 
the  substance  referred  to  in  subclauses  (I) 
through  (III);"; 

"(iii)  50  grams  or  more  of  a  mixture  or 
substance  described  in  clause  (ii)  which  con- 
tains cocaine  base; 

"(iv)  100  grams  or  more  of  phencyclidine 
(PCP)  or  1  kilogram  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  phencyclidine  (PCP); 

"(V)  10  grams  or  more  of  a  mixture  or  sub- 
stance containing  a  detectable  amount  of  ly- 
sergic acid  diethylamide  (LSD); 

"(vi)  400  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  fentanyl  or  100  grams  or  more  of  a  mix- 
ture or  substance  containing  a  detectable 
amount  of  any  analog  of  fentanyl;  or 

"(vii)  1000  kilograms  or  more  of  a  mixture 
or  substance  containing  a  detectable 
amount  of  marihuana; 
such  person  shall  l)e  sentenced  to  a  term  of 
imprisonment  which  may  not  be  less  than 
10  years  or  more  than  life  and  if  death  or 
serious  bodily  injury  results  from  the  use  of 
such  substance  shall  be  not  less  than  20 
years  or  more  than  life,  a  fine  not  to  exceed 
the  greater  of  that  authorized  in  accordance 
with  the  provisions  of  title  18.  United  States 
Code,  or  $4,000,000  if  the  defendant  is  an  in- 
dividual or  $10,000,000  if  the  defendant  is 
other  than  an  individual,  or  both.  If  any 
person  commits  such  a  violation  after  one  or 
more  prior  convictions  for  an  offense  pun- 
ishable under  this  paragraph,  or  for  a 
felony  under  any  other  provision  of  this 
title  or  title  III  or  other  law  of  a  State,  the 
United  States,  or  a  foreign  country  relating 
to  narcotic  drugs,  marihuana,  or  depressant 
or  stimulant  substances,  have  become  final, 
such  person  shall  be  sentenced  to  a  term  of 
imprisonment  which  may  not  be  less  than 
20  years  and  not  more  than  life  imprison- 
ment and  if  death  or  serious  bodily  injury 
results  from  the  use  of  such  substance  shall 
be  sentenced  to  life  imprisonment,  a  fine 
not  to  exceed  the  greater  of  twice  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United  SUtes  Code,  or  $8,000,000 
if  the  defendant  is  an  individual  or 
$20,000,000  if  the  defendant  is  other  than 
an  individual,  or  both.  Any  sentence  under 
this  subparagraph  shall,  in  the  absence  of 
such  a  prior  conviction,  impose  a  special 
j>arole  term  of  at  least  5  years  in  addition  to 
such  term  of  imprisonment  and  shall,  if 
there  was  such  a  prior  conviction,  impose  a 
special  parole  term  of  at  least  10  years  in 
addition  to  such  term  of  imprisonment.  Not- 
withstanding any  other  provision  of  law,  the 
court  shaU  not  place  on  probation  or  sus- 
pend the  sentence  of  any  person  sentenced 
under  this  subparagraph  nor  shall  the  term 
of  imprisonment  imposed  under  this  sub- 
I>aragraph  run  concurrently  with  any  other 
term  of  imprisonment  under  this  subpara- 
graph or  under  any  other  provision  of  law. 
No  person  sentenced  under  this  subpara- 
graph shall  be  eUgible  for  parole  during 


their  term  of  imprisonment  imposed  there- 
in. 

"(B)  In  the  case  of  a  violation  of  subsec- 
tion (a)  of  this  section  involving— 

"(i)  100  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  heroin; 

"(ii)  500  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of- 

"(I)  coca  leaves,  except  coca  leaves  and  ex- 
tracts of  ccKa  leaves  from  which  cocaine,  ec- 
gonine. and  derivatives  of  ecgonine  or  their 
salts  have  been  removed; 

"(II)  cocaine,  its  salts,  optical  and  geomet- 
ric isomers,  and  salts  of  isomers; 

"(III)  ecgonine.  its  derivatives,  their  salts, 
isomers,  and  salts  of  isomers;  or 

"(IV)  any  compound,  mixture,  or  prepara- 
tion which  contains  any  quantity  of  any  of 
the  substance  referred  to  in  subclauses  (I) 
through  (III);"; 

(iii)  5  grams  or  more  of  a  mixture  or  sub- 
stance described  in  clause  (ii)  which  con- 
tains cocaine  base; 

"(iv)  10  grams  or  more  of  phencyclidine 
(PCP)  or  100  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  phencyclidine  (PCP); 

(V)  1  gram  or  more  of  a  mixture  or  sub- 
stance containing  a  detectable  amount  of  ly- 
sergic acid  diethylamide  (LSD); 

"(vi)  40  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  fentanyl  or  10  grams  or  more  of  a  mix- 
ture or  substance  containing  a  detectable 
amount  of  any  analog  of  fentanyl;  or 

"(vii)  100  kilograms  or  more  of  a  mixture 
or  substance  containing  a  detectable 
amount  of  marihuana; 
such  person  shall  be  sentenced  to  a  term  of 
imprisonment  which  may  not  be  less  than  5 
years  and  not  more  than  40  years  if  death 
or  serious  bodily  injury  results  from  the  use 
of  such  substance  shall  be  not  less  than  20 
years  or  more  than  life,  a  fine  not  to  exceed 
the  greater  of  that  authorized  in  accordance 
with  the  provisions  of  title  18,  United  States 
Code,  or  $2,000,000  if  the  defendant  is  an  in- 
dividual or  $5,000,000  if  the  defendant  is 
other  than  an  individual,  or  both.  If  any 
person  commits  such  a  violation  after  one  or 
more  prior  convictions  for  an  offense  pun- 
ishable under  this  paragraph,  or  for  a 
felony  under  any  other  provision  of  this 
title  or  title  III  or  other  law  of  a  State,  the 
United  States,  or  a  foreign  country  relating 
to  narcotic  drugs,  marihuana,  or  depressant 
or  stimulant  substances,  have  become  final, 
such  person  shall  be  sentenced  to  a  term  of 
imprisonment  which  may  not  be  less  than 
10  years  and  not  more  than  life  imprison- 
ment and  if  death  or  serious  bodily  injury 
results  from  the  use  of  such  substance  shall 
be  sentenced  to  life  imprisonment,  a  fine 
not  to  exceed  the  greater  of  twice  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United  SUtes  Code,  or  $4,000,000 
if  the  defendant  is  an  individual  or 
$10,000,000  if  the  defendant  is  other  than 
an  individual,  or  both.  Any  sentence  im- 
posed under  this  subparagraph  shall,  in  the 
absence  of  such  a  prior  conviction,  include  a 
special  parole  term  of  at  least  4  years  in  ad- 
dition to  such  term  of  imprisonment  and 
shall,  if  there  was  such  a  prior  conviction, 
include  a  special  parole  term  of  at  least  8 
years  in  addition  to  such  term  of  imprison- 
ment. Notwithstanding  any  other  provision 
of  law.  the  court  shall  not  place  on  proba- 
tion of  suspend  the  sentence  of  any  person 
sentenced  under  this  subparagraph  nor 
shall  the  term  of  imprisonment  imposed 
under  this  subparagraph  run  concurrently 


with  any  other  term  of  imprisonment  under 
this  subparagraph  or  under  any  other  provi- 
sion of  law.  No  person  sentenced  under  this 
subparagraph  shall  be  eligible  for  parole 
during  their  term  of  imprisorunent. 

"(C)  In  the  case  of  a  controlled  substance 
in  schedule  I  or  II  except  as  provided  in  sub- 
paragraphs (A).  (B),  and  (D),  such  person 
shall  be  sentenced  to  a  term  of  imprison- 
ment of  not  more  than  20  years  and  if  death 
or  serious  bodily  injury  results  from  the  use 
of  such  substance  shall  be  sentenced  to  a 
term  of  imprisonment  of  not  less  than 
twenty  years  or  more  than  life,  a  fine  not  to 
exceed  the  greater  of  that  authorized  in  ac- 
cordance with  the  provisions  of  title  18, 
United  States  Code,  or  $1,000,000  if  the  de- 
fendant is  an  individual  or  $5,000,000  if  the 
defendant  is  other  than  an  individual,  or 
both.  If  any  person  commits  such  a  viola- 
tion after  one  or  more  prior  convictions'  for 
an  offense  punishable  under  this  paragraph, 
or  for  a  felony  under  any  other  provision  of 
this  title  or  title  III  or  other  law  of  a  State, 
the  United  States  or  a  foreign  country  relat- 
ing to  narcotic  drugs,  marihuana,  or  depres- 
sant or  stimulant  substances,  have  become 
final,  such  person  shall  be  sentenced  to  a 
term  of  imprisonment  of  not  more  than  30 
years  and  if  death  or  serious  bodily  injury 
results  from  the  use  of  such  substance  shall 
be  sentenced  to  life  imprisonment,  a  fine 
not  to  exceed  the  greater  of  twice  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18.  United  States  Code,  or  $2,000,000 
if  the  defendant  is  an  Individual  or 
$10,000,000  if  the  defendant  is  other  than 
an  individual,  or  both.  Any  sentence  impos- 
ing a  term  of  imprisorunent  under  this  para- 
graph shall,  in  the  absence  of  such  a  prior 
conviction,  impose  a  special  parole  term  of 
at  least  3  years  in  addition  to  such  term  of 
imprisorunent  and  shall,  if  there  was  such  a 
prior  conviction,  impose  a  special  parole 
term  of  at  least  6  years  in  addition  to  such 
term  of  imprisonment.  Notwithstanding  any 
other  provision  of  law,  the  court  shall  not 
place  on  probation  or  suspend  the  sentence 
of  any  person  sentenced  under  the  provi- 
sions of  this  subparagraph  which  provide 
for  a  mandatory  term  of  imprisorunent  if 
death  or  serious  bodily  injury  results,  nor 
shall  such  a  term  of  imprisorunent  run  con- 
currently with  any  other  term  of  imprison- 
ment under  this  subparagraph  or  under  any 
other  provision  of  law,  nor  shall  a  person  so 
sentenced  be  eligible  for  parole  during  the 
term  of  such  a  sentence.". 

SEC.    1003.    OTHER    AMENDMENTS    TO    THE    CON- 
TROLLED SUBSTANCES  ACT. 

(a)  Section  401  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  841)  is  further 
amended  as  follows: 

(1)  In  subsection  (b),  paragraph  (1)(D),  as 
redesignated,  is  amended  by— 

(A)  striking  out  "a  fine  of  not  more  than 
$50,000"  and  inserting  in  lieu  thereof  "a  fine 
not  to  exceed  the  greater  of  that  authorized 
in  accordance  with  the  provisions  of  title  18, 
United  SUtes  Code,  or  $250,000  if  the  de- 
fendant is  an  individual  or  $1,000,000  if  the 
defendant  is  other  than  an  individual": 

(B)  striking  out  "a  fine  of  not  more  than 
$100,000"  and  inserting  in  lieu  thereof  "a 
fine  not  to  exceed  the  greater  of  twice  that 
authorized  in  accordance  with  the  provi- 
sions of  title  18,  United  SUtes  Code,  or 
$500,000  if  the  defendant  is  an  individual  or 
$2,000,000  if  the  defendant  is  other  than  an 
individual";  and 

(C)  inserting  "except  in  the  case  of  100  or 
more     marihuana     plants     regardless     of 
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weight,"  after  "marihuana,"  the  first  place 
it  appears. 

(2)  In  subsection  (b),  paragraph  (2)  is 
amended  by  striking  out  "a  fine  of  not  more 
than  $25,000"  and  inserting  in  lieu  thereof 
"a  fine  not  to  exceed  the  greater  of  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18.  United  SUtes  Code,  or  $250,000  if 
the  defendant  is  an  individual  or  $1,000,000 
if  the  defendant  is  other  than  an  individ- 
ual", and  by  striliing  out  "a  fine  of  not  more 
than  $50,000"  and  inserting  in  lieu  thereof 
"a  fine  not  to  exceed  the  greater  of  twice 
that  authorized  in  accordance  with  the  pro- 
visions of  title  18,  United  States  Code,  or 
$500,000  if  the  defendant  is  an  individual  or 
$2,000,000  if  the  defendant  is  other  than  an 
individual". 

(3)  In  subsection  (b).  paragraph  (3)  is 
amended  by  strilcing  out  "a  fine  of  not  more 
than  $10,000"  and  inserting  in  lieu  thereof 
"a  fine  not  to  exceed  the  greater  of  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United  States  Code,  or  $100,000  if 
the  defendant  is  an  individual  or  $250,000  if 
the  defendant  is  other  than  an  individual", 
and  by  striking  out  "a  fine  of  not  more  than 
$20,000"  and  inserting  in  lieu  thereof  'a  fine 
not  to  exceed  the  greater  of  twice  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United  States  Code,  or  $200,000  if 
the  defendant  is  an  individual  or  $500,000  if 
the  defendant  is  other  than  an  individual". 

(4)  In  subsection  (b),  paragraph  (4)  is 
amended  by  striking  out  "KO"  and  insert- 
ing "1(D)"  in  lieu  thereof. 

(5)  In  subsection  (b),  paragraph  (5)  is 
amended  to  read  as  follows: 

"(5)  Any  person  who  violates  subsection 
(a)  of  this  section  by  cultivating  a  controlled 
substance  on  Federal  property  shall  be  im- 
prisoned as  provided  in  this  subsection  and 
shall  be  fined  any  amount  not  to  exceed— 

"(A)  the  amount  authorized  in  accordance 
with  this  section: 

"(B)  the  amount  authorized  in  accordance 
with  the  provisions  of  title  18,  United  States 
Code: 

"(C)  $500,000  if  the  defendant  is  an  indi- 
vidual: or 

"(D)  $1,000,000  if  the  defendant  is  other 
than  an  individual: 

or  both.". 

(6)  Subsection  (d)  is  amended  by  striking 
out  "a  fine  of  not  more  than  $15,000"  and 
inserting  in  lieu  thereof  "a  fine  not  to 
exceed  the  greater  of  that  authorized  in  ac- 
cordance with  the  provisions  of  title  18, 
United  States  Code,  or  $250,000  if  the  de- 
fendant is  an  individual  or  $1,000,000  if  the 
defendant  is  other  than  an  individual". 

(b)  Section  102  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  802)  is  amended— 

(1)  by  inserting  the  following  new  para- 
graph after  paragraph  (24): 

"(25)  The  term  serious  bodily  injury' 
means  bodily  injury  which  involves— 

"(A)  a  substantial  risk  of  death: 

"(B)  protracted  and  obvious  disfigure- 
ment: or 

"(C)  protracted  loss  or  impairment  of  the 
function  of  a  bodily  member,  organ,  or 
mental  faculty.":  and 

(2)  by  renumbering  the  following  para- 
graphs accordingly. 

SEC.     1004.    AMENDMENT    TO    TITLE    18    OF    THE 
UNITED  STATES  CODE. 

(a)  Section  3553  of  title  18,  United  States 
Code,  is  amended  by  adding  the  following  at 
the  end  thereof: 

"(a)  LmrrED  Axjthority  To  Iicpose  a  Sem- 
TEMCE  Below  a  Statutory  Minimum.— Upon 
motion  of  the  Government,  the  court  shall 
have  the  authority  to  impose  a  sentence 


below  a  level  established  by  statute  as  a 
minimum  sentence  so  as  to  reflect  a  defend- 
ant's substantial  assistance  in  the  investiga- 
tion or  prosecution  of  another  person  who 
has  committed  an  offense.  Such  sentence 
shall  be  imposed  in  accordance  with  the 
guidelines  and  policy  statements  issued  by 
the  Sentencing  Commission  pursuant  to  sec- 
tion 994  of  title  28,  United  States  Code.". 

(b)  The  amendment  made  by  this  section 
shall  take  effect  on  the  date  of  the  taking 
effect  of  section  3553  of  title  18,  United 
States  Code. 

SEC.    1005.    AMENDMENT    TO    TITLE    28    OF    IHE 
UNITED  STATES  CODE. 

Section  994  of  title  28  of  the  United  States 
Code  is  amended  by— 

( 1 )  inserting  the  following  after  subsection 
(n): 

"(n)  The  Commission  shall  assure  that  the 
guidelines  reflect  the  general  appropriate- 
ness of  imposing  a  lower  sentence  than 
would  otherwise  be  imposed,  including  a 
sentence  that  is  lower  than  that  established 
by  statute  as  minimum  sentence,  to  take 
into  account  a  defendant's  substantial  as- 
sistance in  the  investigation  or  prosecution 
of  another  person  who  has  committed  an  of- 
fense.": and 

(2)  redesignating  subsections  (n),  (o),  (p), 
(q),  (r),  (s),  (t),  (u).  (V),  and  (w)  as  subsec- 
tions (o).  (p).  (q),  (r),  (s),  (t),  (u),  (V),  (w). 
and  (z).  respectively. 

SEC.   lOOfi.  AMENDMENT  TO  THE  FEDERAL  RULES 
OF  CRIMINAL  PROCEDURE. 

(a)  Rule  35(b)  of  the  Federal  Rules  of 
Criminal  Procedure  is  amended  by  striking 
out  "to  the  extent"  and  all  that  follows 
through  the  end  and  inserting  in  lieu  there- 
of the  following:  "in  accordance  with  the 
guidelines  and  policy  statements  issued  by 
the  Sentencing  Commission  pursuant  to  sec- 
tion 994  of  title  28,  United  SUtes  Code.  The 
court's  authority  to  lower  a  sentence  under 
this  subdivision  includes  the  authority  to 
lower  such  sentence  to  a  level  below  that  es- 
tablished by  statute  as  a  minimum  sen- 
tence.". 

(b)  The  amendment  made  by  this  section 
shall  take  effect  on  the  date  of  the  taking 
effect  of  rule  35(b)  of  the  Federal  Rules  of 
Criminal  Procedure,  as  amended  by  section 
215(b)  of  the  Comprehensive  Crime  Control 
Act  of  1984. 

SEC.     1007.     ELIMINATION    OF    SPECIAL    PAROLE 
TERMS. 

(a)  The  Controlled  Substances  Act  and 
the  Controlled  Substances  Import  and 
Export  Act  are  amended  by  striking  out 
"special  parole  term"  wherever  it  appears 
and  inserting  "term  supervised  release"  in 
lieu  thereof. 

(b)  The  amendments  made  by  this  section 
shall  take  effect  on  the  date  of  the  taking 
effect  of  section  3583  of  title  18,  United 
States  Code. 

SEC.  1008.  AMENDMENT  TO  THE  COMPREHENSIVE 
CRIME  CONTROL  ACT  OF  1984. 

(a)  Subsection  (a)  of  section  224  of  the 
Comprehensive  Crime  Control  Act  of  1984  is 
amended— 

(1)  by  inserting  "and"  after  the  semicolon 
in  paragraph  (4):  and 

(2)  by  striking  out  paragraphs  (1),  (2).  (3). 
and  (5)  and  redesignating  the  other  para- 
graphs accordingly. 

(b)  Section  224  of  the  Comprehensive 
Crime  Control  Act  of  1984  is  amended— 

(1)  by  striking  out  subsection  (b);  and 

(2)  by  redesignating  subsection  (c)  as  sub- 
section (b). 

(c)  Section  225  of  the  Comprehensive 
Crime  Control  Act  of  1984  is  amended  to 
read  as  follows: 


"Sec.  225.  Section  1515  of  the  Controlled 
Substances  Import  and  Export  Act  (21 
U.S.C.  960)  is  amended  by  repealing  subsec- 
tion (c).". 

SEC.    lOm.    MISCELLANEOUS   TECHNICAL    AMEND- 
MENTS. 

(aHl)  Subsection  (a)  of  section  3583  of 
title  18.  United  States  C(xie,  is  amended  by 
inserting  ".  except  that  the  court  shall  in- 
clude as  a  part  of  the  sentence  a  require- 
ment that  the  defendant  be  placed  on  a 
term  of  supervised  release  if  such  a  term  is 
required  by  statute"  after  "imprisonment" 
the  second  place  it  appears. 

(2)  Subsection  (b)  of  section  3583  of  title 
18,  United  States  Code,  is  amended  by  strik- 
ing out  "The"  and  inserting  in  lieu  thereof 
"Except  as  otherwise  provided,  the". 

(3)  Subsection  (c)  of  section  3583  of  title 
18,  United  States  Code,  is  amended— 

(A)  so  that  the  catchline  reads  as  follows: 
"Modification  of  conditions  or  revocation."; 

(B)  in  paragraph  (2)  by  striking  out  "or" 
after  the  semicolon: 

(C)  in  paragraph  (3)  by  striking  out 
"title,"  and  inserting  "title;  or"  in  lieu 
thereof:  and 

(D)  by  inserting  the  following  new  para- 
graph after  paragraph  (3): 

"(4)  revoke  a  term  of  supervised  release, 
and  require  the  person  to  serve  in  prison  all 
or  part  of  the  term  of  supervised  release 
without  credit  for  time  previously  served  on 
postrelease  supervision,  if  it  finds  by  a  pre- 
ponderance of  the  evidence  that  the  person 
violated  a  condition  of  supervised  release, 
pursuant  to  the  provisions  of  rule  32.1  of 
the  Federal  Rules  of  Criminal  Procedure 
that  are  applicable  to  probation  revocation 
and  to  the  provisions  of  applicable  policy 
statements  issued  by  the  Sentencing  Com- 
mission.". 

(4)  The  amendments  made  by  this  subsec- 
tion shall  take  effect  on  the  date  of  the 
taking  effect  of  section  3583  of  title  18, 
United  States  Code. 

(b)  Subsection  (3)  of  section  994(a)  of  title 
28,  United  States  Code,  is  amended  by  in- 
serting "and  revocation  of  supervised  re- 
lease" after  "supervised  release." 

(c)  Section  511  of  title  II  of  the  Compre- 
hensive Drug  Abuse  Prevention  Act  of  1978 
(21  U.S.C.  881)  is  amended— 

(1)  in  subsection  (f)  by  inserting  "or  II" 
after  "'I"  each  place  it  appears: 

(2)  by  redesignating  subsection  (f)  as  sub- 
section (f)(1):  and 

(3)  by  inserting  the  following  new  para- 
graph after  subsection  (f)(1)  as  so  redesig- 
nated: 

"(2)  The  Attorney  General  may  direct  the 
destruction  of  all  controlled  substances  in 
schedule  I  or  II  seized  for  violation  of  this 
title  under  such  circumstances  as  the  Attor- 
ney General  may  deem  necessary. ". 

Subtitle  B— Drug  Possession  Penalty  Act  of 
1986 

SEC.  1051.  SHORT  TITLE. 

This  Subtitle  may  be  cited  as  the  "Drug 
Possession  Penalty  Act  of  1986". 

SEC.  I0S2.  PENALTY  FOR  SIMPLE  POSSESSION. 

Section  404  of  the  Controlled  Substances 
Act  (21  U.S.C.  844)  is  amended  to  read  as 
follows: 

"PENALTY  FOR  SIMPLE  POSSESSION 

"Sec.  404.  (a)  It  shall  be  unlawful  for  any 
person  knowingly  or  intentionally  to  possess 
a  controlled  substance  unless  such  sub- 
stance was  obtained  directly,  or  pursuant  to 
a  valid  prescription  or  order,  from  a  practi- 
tioner, while  acting  in  the  course  of  his  pro- 
fessional practice,  or  except  as  otherwise  au- 
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thotized  by  this  title  or  title  III.  Any  person 
who  violates  this  subsection  shall  be  sen- 
tenced to  a  term  of  imprisonment  of  not 
more  than  1  year,  and  shall  be  fined  a  mini- 
miun  of  $1,000  but  not  more  than  $5,000.  or 
both,  except  that  If  he  commits  such  of- 
fense after  a  prior  conviction  under  this 
subsection,  or  a  prior  conviction  for  any 
drug  or  narcotic  offense  chargeable  under 
this  title  or  title  III  or  under  the  law  of  any 
State,  has  become  final,  he  shall  be  sen- 
tenced to  a  term  of  imprisonment  for  not 
less  than  15  days  but  not  more  than  2  years. 
and  shall  be  fined  a  minimum  or  $2,500  but 
not  more  than  $10,000.  except,  further,  that 
if  he  commits  such  offense  after  two  or 
more  prior  convictions  under  this  subsec- 
tion, or  two  or  more  prior  convictions  for 
any  drug  or  narcotic  offense  chargeable 
under  the  law  of  any  State  or  a  combination 
of  two  or  more  such  offenses  have  become 
final,  he  shall  be  sentenced  to  a  term  of  im- 
prisonment for  not  less  than  90  days  not 
more  than  3  years,  and  shall  be  fined  a  min- 
imum of  $5,000  but  not  more  than  $25,000. 
The  imposition  or  execution  of  a  minimum 
sentence  required  to  be  imposed  under  this 
subsection  shall  not  be  suspended  or  de- 
ferred. Further,  upon  conviction,  a  person 
who  violates  this  subsection  shall  be  fined 
the  reasonable  costs  of  the  investigation 
and  prosecution  of  the  offense,  including 
the  costs  of  prosecution  of  an  offense  as  de- 
fined in  sections  1918  and  1920  of  title  28, 
United  States  Code,  except  that  this  sen- 
tence shall  not  apply  and  a  fine  under  this 
section  need  not  be  imposed  if  the  court  de- 
termines under  the  provision  of  title  18  that 
the  defendant  lacks  the  ability  to  pay. 

"(b)  As  used  in  this  section,  the  term  'drug 
or  narcotic  offense'  means  any  offense 
which  proscribes  the  possession,  distribu- 
tion, manufacture,  cultivation,  sale,  trans- 
fer, or  the  attempt  or  conspiracy  to  possess, 
distribute,  manufacture,  cultivate,  sell  or 
transfer  any  substance  the  possession  of 
which  is  prohibited  under  this  title.". 

Subtitle  C— Juvenile  Drug  Trafficking  Act 
of  1986 
SEC.  1101.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Juvenile 
Drug  Trafficking  Act  of  1986". 

SEC,  1102.  OFFENSE. 

Part  D  of  the  Controlled  Substances  Act  is 
amended  by  adding  after  section  405A  a 
new  section  as  follows: 

"EMPLOYMENT  OR  USE  OF  PERSONS  UNDER 
TWENTY-ONE  YEARS  OF  AGE  IN  DRUG  OPER- 
ATIONS 

"Sec.  405B.  (a)  Except  as  authorized  by 
this  title,  it  shall  be  unlawful  for  any  person 
at  least  eighteen  year  of  age  to  knowingly 
and  intentionally— 

"(1)  employ,  hire.  use.  persuade,  induce, 
entice,  or  coerce,  a  person  under  twenty-one 
years  of  age  to  violate  any  provision  of  this 
title;  or 

(2)  employ,  hire,  use,  persuade,  induce, 
entice,  or  coerce,  a  person  under  twenty-one 
years  of  age  to  assist  in  avoiding  detection 
or  apprehension  for  any  offense  of  this  title 
by  any  Federal,  State,  or  local  law  enforce- 
ment official. 

"(b)  Any  person  at  least  eighteen  years  of 
age  who  violates  section  405B(a)  (1)  or  (2)  of 
this  title  is  punishable  by  a  term  of  impris- 
onment, or  a  fine,  or  both;  up  to  twice  that 
authorized  by  section  401(b)  of  this  title, 
and  at  least  twice  any  special  parole  term 
authorized  by  section  401(b)  of  this  title,  for 
a  first  offense. 

"(c)  Any  person  at  least  eighteen  years  of 
age  who  violates  section  405B(a)  (1)  or  (2)  of 


this  title  after  a  prior  conviction  or  convic- 
tions under  subsection  (a)  of  this  section 
have  become  final,  is  punishable  by  a  term 
of  imprisonment,  or  a  fine,  or  both,  up  to 
three  times  that  authorized  by  section 
401(b)  of  this  title  for  a  first  offense  under 
that  section,  and  at  least  three  times  any 
special  parole  term  authorized  by  section 
401(b)  of  this  title  for  a  first  offense  under 
that  section. 

"(d)  Any  person  who  violates  section 
40,')B(a)(l)or(2) 

"(1)  by  knowlingly  providing  or  distribut- 
ing to  any  person  under  twenty-one  years  of 
age;  or 

"(2)  if  the  person  employed,  hired,  or  used 
is  fourteen  years  of  age  or  younger, 
shall  be  subject  to  a  term  of  imprisonment 
for  not  more  than  five  years  or  a  fine  of  not 
more  than  $50,000,  or  l)Oth,  in  addition  to 
any  other  punishment  authorized  by  this 
section. 

"(e)  In  any  case  of  any  sentence  imposed 
under  this  section,  imposition  or  execution 
of  such  sentence  shall  not  be  suspended  and 
probation  shall  not  be  granted.  An  individ- 
ual convicted  under  this  section  of  an  of- 
fense for  which  a  mandatory  minimum  term 
of  imprisonment  is  set  out  in  section  401(b) 
of  this  title  .shall  not  be  eligible  for  parole 
under  section  4202  of  title  18.  United  States 
Code,  until  the  individual  has  served  the 
mandatory  term  of  imprisonment  required 
by  section  401(b)  as  enhanced  by  this  sec- 
tion.". 

SEC.  1103.  TECHNICAL  A.MENDMENTS. 

(a)  Section  401(b)  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  841(b))  is  amended  by 
striking  out  the  phrase  "or  405A"  and  insert- 
ing in  lieu  thereof  ".  405A,  or  405B". 

(b)  Section  401(c)  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  841(c))  is  amended  by 
striking  out  ■405A "  each  place  it  appears 
and  inserting  in  lieu  thereof  ",  405A,  or 
405B". 

(c)  The  table  of  contents  of  the  Compre- 
hensive Drug  Abuse  Prevention  and  Control 
Act  of  1970  is  amended  by  inserting  after 
the  item  relating  to  section  405A  the  follow- 
ing: 

"405B.  Employment  of  minors  in  controlled 
substance  trafficking.". 

SEC.  1104.  .MANIFACTIRIN(;  A  CONTROLLED  SIB- 
STANCE  WITHIN  lOOO  FEET  OF  A  COL- 
LE(iE. 

Section  405A  of  the  Controlled  Substances 
Act  (21  U.S.C.  845a)  is  amened,  in  subsec- 
tion (a),  by  inserting  "or  manufacturing" 
after  "distributing"  and  by  striking  out  "a 
public  or  private  elementary  or  secondary 
school"  and  inserting  in  lieu  thereof  "a 
public  or  private  elementary,  vocational,  or 
secondary  school  or  a  public  or  private  col- 
lege, junior  college,  or  university". 
Subtitle  D— Assets  Forfeiture  Amendments 
Act  of  1986 

SEC.  11.51.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Asset 
Forfeiture  Amendments  Act  of  1986". 

SEC.  11.12.  ASSET  FORFEITl  RE  Ft  NDS 

(a)  Department  of  Justice  Assets  For- 
feiture Fund.— Subsection  (c)  of  section  524 
of  title  28.  United  States  Code,  is  amended— 

(1)  in  paragraph  (1)  before  subparagraph 
(A)  by  striking  out  "in  such  amounts  as  may 
be  specified  in  appropriations  Acts": 

(2)  by  inserting  at  the  end  of  paragraph 
(A)  the  following; 

"such  payments  may  also  include  those, 
made  pursuant  to  regulations  promulgated 
by  the  Attorney  General,  that  are  necessary 
and  direct  program-related  expenses  for  the 
purchase  or  lease  of  automatic  data  process- 


ing equipment  (not  less  than  ninety  percent 
of  which  use  will  be  program-related),  train- 
ing, printing,  contracting  for  service  directly 
related  to  the  processing  of  and  accounting 
for  forfeitures,  and  the  storage,  protection, 
and  destruction  of  controlled  substances;"; 

(3)  by  inserting  after  subparagraph  (A)  of 
paragraph  (1)  the  following  new  subpara- 
graph and  renumbering  the  subsequent  sub- 
paragraphs appropriately: 

"(B)  the  payment  of  awards  for  informa- 
tion or  assistance  directly  relating  to  viola- 
tions of  the  criminal  drug  laws  of  the 
United  States. 

(4)  by  amending  newly  designated  sub- 
paragraph (F)  of  paragraph  (1)  to  read  as 
follows: 

"(F)  for  equipping  for  drug  law  enforce- 
ment functions  any  government  owned  or 
leased  vessels,  vehicles,  and  aircraft  avail- 
able for  official  use  by  the  Drug  Enforce- 
ment Administration,  the  Federal  Bureau  of 
Investigation,  the  Immigration  and  Natural- 
ization Service,  or  the  United  States  Mar- 
shals Service;  and"; 

(5)  by  striking  out  paragraph  (8);  and 

(6)  by  adding  at  the  end  of  the  subsection 
and  following  new  paragraph: 

■(9)(A)  If  any  funds  deposited  into  the 
Department  of  Justice  Assets  Forfeiture 
Fund  or  the  Customs  Forfeiture  Fund  (19 
U.S.C.  1613a.  1613b)  are  not  expended  or  ob- 
ligated prior  to  thirty  days  after  the  end  of 
the  fiscal  year,  ninety  percent  of  such  funds 
shall  be  transferred  into  a  Special  Forfeit- 
ure Fund. 

"(B)  The  funds  in  the  Special  Forfeiture 
F\ind  shall  be  disbursed,  during  the  fiscal 
year  in  which  they  are  transferred  into  the 
Special  Fund,  by  the  Attorney  General, 
after  consultation  with  the  Secretary  of  the 
Treasury,  the  Secretary  of  Health  and 
Human  Services,  and  the  Secretary  of  Edu- 
cation, to  enhance  the  following  efforts: 

"(i)  Federal  drug  law  enforcement  agen- 
cies and  programs; 

"(ii)  Federal  drug  abuse  agencies  and  pro- 
grams relating  to  drug  abuse  education,  pre- 
vention, treatment,  rehabilitation,  and  re- 
search; 

"(iii)  State,  local,  and  nonprofit  agencies 
with  drug  abuse  responsibilities;  and 

"(iv)  State  and  local  law  enforcement 
agencies  for  drug  law  enforcement  efforts. 

"(C)  Funds  disbursed  from  the  special  for- 
feiture fund  shall  not  be  used  to  supplement 
existing  funds,  but  shall  be  used  to  supple- 
ment the  amount  of  funds,  that  would  be 
otherwise  available." 

"(D)  The  Attorney  General  shall  report 
annually  to  the  Congress  on  all  disburse- 
ment under  the  authority  of  clause  (B).". 

(b)  Customs  Forfeiture  Fund.— 

(1)  Section  613a  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1613a)  as  added  by  Public  Law 
98-473.  is  amended— 

(A)  in  subsection  (a)  before  paragraph  (1) 
by  striking  out  "in  such  amounts  as  may  be 
specified  in  appropriations  Acts"; 

(B)  by  amending  paragraph  (3)  of  subsec- 
tion (a)  to  read  as  follows: 

"(3)  for  equiping  for  law  enforcement 
functions  any  government  owTied  or  leased 
vessels,  vehicles,  and  aircraft  available  for 
official  use  by  the  United  States  Customs 
Service;  and";  and 

(C)  by  striking  out  subsection  (h). 

(2)  Section  613a  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1613b)  as  added  by  Public  Law 
98-573.  is  repealed. 

"(c)  Funds  Not  Counted  For  Purposes  of 
Allocation  Limits  in  Section  302  of  the 
Congressional  Budget  Act  of  1974.— Not- 
withstanding any  other  provision  of  law  or 
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any  rule  of  the  House  of  Representatives  or 
the  Senate,  amounts  available  in  the  Cus- 
toms Forfeiture  Fund  or  the  Department  of 
Justice  Assets  Forfeiture  Fund  shall  not  be 
counted  in  determining  the  allocation  of 
totals  under  subsections  (a)  and  (b)  of  sec- 
tion 302  of  the  Budget  Act  of  1974. 

SEC.  1 1 53.  Sl'BSTITUTE  ASSETS. 

"(a)  Section  1963  of  title  18  is  amended  by 
adding  at  the  end  thereof  a  new  subsection, 
as  follows: 

"(n)  If  any  of  the  property  described  in 
subsection  (a),  as  a  result  of  any  act  of  omis- 
sion of  the  defendant— 

"(1)  cannot  be  located  upon  the  exercise 
of  due  diligence: 

"(2)  has  been  transferred  or  sold  to,  or  de- 
posited with,  a  third  party; 

"(3)  has  been  placed  beyond  the  jurisdic- 
tion of  the  court; 

"(4)  has  been  substantially  diminished  in 
value;  or 

"(5)  has  been  commingled  with  other 
property  which  cannot  be  divided  without 
difficulty; 

the  court  shall  order  the  forfeiture  of  any 
other  property  of  the  defendant  up  to  the 
value  of  any  property  described  in  para- 
graphs (1)  through  (5).". 

(b)  Section  413  of  title  II  of  the  Compre- 
hensive Drug  Abuse  Prevention  and  Control 
Act  of  1975  is  amended— 

(1)  by  redesignating  subsection  "(p)"  as 
subsection  "(q)":  and 

(2)  by  adding  a  new  subsection  (p)  as  fol- 
lows: 

"(p)  If  any  of  the  property  described  in 
subsection  (a),  as  a  result  of  any  act  or  omis- 
sion of  the  defendant— 

"(1)  cannot  be  located  upon  the  exercise 
of  due  diligence: 

■'(2)  has  been  transferred  or  sold  to,  or  de- 
posited with,  a  third  party; 

•■(3)  has  been  placed  beyond  the  jurisdic- 
tion of  the  court; 

••(4)  has  been  substantially  diminished  in 
value;  or 

"(5)  has  been  commingled  with  other 
property  which  cannot  be  divided  without 
difficulty; 

the  court  shall  order  the  forfeiture  of  any 
other  property  of  the  defendant  up  to  the 
value  of  any  property  described  in  para- 
graphs (1)  through  (5).". 
Subtitle  E— Controlled  Substance  Analogs' 
Enforcement  Act  of  1986 

SEC.  1201.  SHORT  TITi^E. 

This  subtitle  may  be  cited  as  the  "Con- 
trolled Substance  Analogs'  Enforcement  Act 
of  1986  ". 

SEC.  1202.  OFFENSE. 

Part  D  of  the  Controlled  Substances  Act  is 
amended  by  adding  after  section  403  the  fol- 
lowing new  section  403A  (21  U.S.C.  843): 
"§  403A.  Prohibited  acts  D 

"Any  person  who  knowingly  or  intention- 
ally manufactures  with  intent  to  distribute, 
possesses  with  intent  to  distribute,  or  dis- 
tributes a  controlled  substance  analog  all  or 
part  of  which  substance  is  intended  for 
human  consumption  shall  be  fined  not  more 
than  $500,000,  or  imprisoned  not  more  than 
twenty  years,  or  both,  and  $2,000,000  for  a 
person  other  than  an  individual.  Any  person 
who  knowingly  or  intentionally  possesses  a 
controlled  substance  analog  all  or  part  of 
which  substance  is  intended  for  human  con- 
sumption shall  be  fined  not  more  than 
$25,000,  or  imprisoned  not  more  than  one 
year,  or  both.  This  section  does  not  apply  to 
a  person  who  manufactures,  possesses,  or 
distributes  a  substance  in  conformance  with 


the  provisions  of  an  approved  new  drug  ap- 
plication or  an  exemption  for  investigation- 
al use  within  the  meaning  of  section  505  of 
the  Federal  Pood,  Drug,  and  Cosmetic  Act 
(21  U.S.C.  355).  For  purposes  of  this  section, 
section  505  of  the  Federal  Food,  Drug,  and 
Cosmetic  Act  (21  U.S.C.  355)  shall  be  appli- 
cable to  the  introduction  or  delivery  for  in- 
troduction of  any  new  drug  into  intrastate, 
interstate,  or  foreign  commerce.". 

SEC.  1203.  DEFINITION. 

Section  102  of  the  Controlled  Substance 
Act  (21  U.S.C.  802)  is  amended  by  adding  at 
the  end  thereof  the  following  new  para- 
graphs: 

"(31)  The  term  'controlled  substance 
analog'  as  used  in  section  403A  means  a  sub- 
stance other  than^  a  controlled  substance 
that  has  a  chemical  structure  substantially 
similar  to  that  of  a  controlled  substance  in 
schedule  I  or  II  or  that  was  specifically  de- 
signed to  produce  an  effect  substantially 
similar  to  that  of  a  controlled  substance  in 
schedule  I  or  II.  Examples  of  chemical  class- 
es in  which  controlled  substance  analogs  are 
found  include,  but  are  not  limited  to,  the 
following:  phenethylamines.  N-substituted 
piperidines,  morphinans.  ecogonnies,  quina- 
zolinones.  substituted  indoles,  and  arylcy- 
cloalkylamines. 

"(32)  The  term  'human  consumption'  in- 
cludes application,  injection,  inhalation,  or 
ingestion.". 

SE(.   1204.  TECHNICAL  AND  CONFORMIM;  AMEND- 
MENTS. 

(1)  The  analysis  of  part  D  of  the  Con- 
trolled Substances  Act  is  amended  by  insert- 
ing after  the  item  relating  to  section  403  the 
following: 

'403A  Prohibited  acts  D. ". 

(2)  Title  18  of  the  United  States  Code  is 
amended  as  follows: 

(a)  Section  1791  is  amended— 

(1)  in  subsection  (a XI)  by— 

;A)  redesignating  subparagraphs  (E)  and 
(F)  as  (F)  and  (G).  respectively;  and 

(B)  inserting  the  following  new  subpara- 
graph after  subparagraph  (D): 

(E)  a  controlled  substance  analog  as  de- 
fined in  section  102  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  802): "  and 

(2)  in  subsection  (b)(3)  by— 

(A)  striking  out  "or"  the  second  place  it 
appears  and  inserting  in  lieu  thereof  a 
comma;  and 

(B)  inserting  '.  or  (1)(F)"  after  "(1)(E)". 

(b)  Section  1952(b)(1)  is  amended  by— 

(1)  striking  out  "or"  the  first  place  it  ap- 
pears and  inserting  a  comma  in  lieu  thereof; 

(2)  inserting  '.or  controlled  substance  an- 
alogs" after  "substances";  and 

(3)  striking  out  "(6)". 

(c)  Section  2118  is  amended— 

(1)  in  subsection  (a)  by  inserting  ".  or  con- 
trolled substance  analog  all  or  part  of  which 
controlled  substance  analog  is  intended  for 
human  consumption,"  after  "substances"; 

(2)  in  subsection  (b)  by— 

(A)  inserting  "or  controlled  substances 
analog  all  or  part  of  which  controlled  sub- 
stance analog  is  intended  for  humari  con- 
sumption" after  "substance"  the  first  place 
it  appears;  and 

(B)  inserting  "or  controlled  substance 
analog "  after  "substance"  the  second  place 
it  appears;  and 

(3)  in  subsection  (e)(1)  to  read  as  follows: 
"(1)  the  controlled  substance',  controlled 

substance  analog',  and  "human  consump- 
tion' have  the  meaning  prescribed  for  those 
terms  by  section  102  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  802); ". 


(d)  Section  3142(c)(2)(I)  is  amended  by  in- 
serting "or  controlled  substance  analog" 
after  "substance ". 

(e)(1)  Section  .■'563(b)(8),  as  enacted  by 
section  212(a)  of  the  Comprehensive  Crime 
Control  Act  of  1984,  is  amended  by  inserting 
"or  controlled  substance  analog"  after  "sub- 
stance". 

(2)  The  amendment  made  by  this  subsec- 
tion shall  take  effect  on  lie  date  of  the 
taking  effect  of  such  section  3563(b)(8). 

(f)(1)  section  3607  is  amended— 

(A)  in  subsection  (a)  by  inserting  "a 
simple  possession  offense  described  in  sec- 
tion 403A  of  the  Controlled  Substances  Act 
(21  U.S.C.  843)  or"  after  "of"  the  first  place 
it  appears; 

(B)  in  subsection  (a)(1)  by  inserting  "or 
controlled  substance  analog"  after  "sub- 
stances": and 

(C)  in  subsection  (c)  by  inserting  "a  simple 
possession  offense  described  in  section  403A 
of  the  Controlled  Substances  Act  (21  U.S.C. 
§  843A)  or "  after  "of"  the  first  place  it  ap- 
pears. 

(2)  The  amendments  made  by  this  subsec- 
tion shall  take  effect  on  the  date  of  the 
taking  effect  of  section  3607. 

(3)  The  Controlled  Substances  Act  (21 
U.S.C.  801  et  seq.)  is  amended  as  follows: 

(a)  Section  102(11)  (21  U.S.C.  802(11))  is 
amended  by  inserting  "or  a  controlled  sub- 
stance analog"  after  "substance"  each  place 
it  appears. 

(b)  Section  307(f)  (21  U.S.C.  827(f))  is 
amended  by  inserting  "and  controlled  sub- 
stance analogs"'  after  "substances". 

(c)  Subsections  (a)  and  (b)  of  section  405 
(21  U.S.C.  845)  are  amended  by— 

(1)  inserting  "or  section  403A"'  after 
•"401(a)(1)": 

(2)  inserting  "or  a  controlled  substance 
analog"  after  "substance"  the  first  place  it 
appears;  and 

(3)  inserting  "in  the  case  of  a  controlled 
substance  or  section  403A  in  the  case  of  a 
controlled  substance  analog  "  after  "section 
401(b)"  the  first  place  it  appears. 

(d)  Section  405A  (21  U.S.C.  845A)  is 
amended— 

(1)  in  subsection  (a)  by— 

(A)  inserting  "or  section  403A"  after 
■401(a)(1)"; 

(B)  inserting    "or  a  conirolled  substance _ 
analog"  after   "substance"  the  first  place  it 
appears:  and 

(C)  striking  out  ■■841(b)  of  this  title"  and 
inserting  in  lieu  thereof  ■■401(b)  in  the  case 
of  a  controlled  substance  or  section  403A  in 
the  case  of  a  controlled  substance  analog"; 
and 

(2)  in  subsection  (b)  by— 

(A)  inserting  "or  section  403A'"  after 
""401(a)(1)";  and 

(B)  inserting  ""or  a  controlled  substance 
analog"  after  "substance"  the  first  place  it 
appears. 

(e)  Section  501(c)  (21  U.S.C.  871(c))  is 
amended  by  inserting  "or  controlled  sub- 
stance analogs"  after  "substances". 

(f)  Section  503  (21  U.S.C.  873)  is  amend- 
ed- 

(1)  in  subsection  (a)  by— 

(A)  inserting  ""and  controlled  subtance  an- 
alogs" after  "substances "  each  place  it  ap- 
pears; and 

(B)  inserting  "and  controlled  substance 
analog"  after  "substance"  each  place  it  ap- 
pears: and 

(2)  in  subsection  (d)(1)(A)  by  inserting 
"and  controlled  substance  analogs "  after 
""substances". 
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<g)  Section  504  (21  U.S.C.  874)  is  amended 
by  inserting  "and  controlled  substance  ana- 
logs" after  "substances". 

(h)  Section  506(a)  (21  U.S.C.  876(a))  is 
amended  by  inserting  "or  controlled  sub- 
stance ansUogs"  after  "substances". 

(i)  Section  509  (21  U.S.C.  879)  is  amended 
by  inserting  "or  controlled  substance  ana- 
logs" after  "substances". 

(j)  Section  511  (21  U.S.C.  881)  is  amend- 
ed- 

(1)  in  subsection  (a)  by— 

(A)  inserting  "or  controlled  substance  ana- 
logs" after  "substances"  each  place  it  ap- 
pears; and 

(B)  inserting  "or  controlled  substance 
analog"  after  "substance"  each  place  it  ap- 
pears: 

(2)  in  subsection  (f)  by  inserting  "and  all 
controlled  substance  analogs"  after  "sched- 
ule I"  each  place  it  appears:  and 

(3)  in  subsection  (gKl)  by  inserting  "or 
controlled  substance  analogs"  after  "II". 

(k)  Section  515  (21  U.S.C.  885)  is  amend- 
ed- 

(1)  in  subsection  (c)  by  inserting  "or  con- 
trolled substance  analogs"  after  "schedule 
I";  and 

(2)  in  subsection  (d)  by  inserting  "or  con- 
trolled   substance     analogs'     after     "sub- 

(1)  Section  516(b)  (21  U.S.C.  886(b))  is 
amended  by  inserting  "or  controlled  sub- 
stance analogs"  after  "substances". 

(4)  Section  1  of  the  Act  of  September  15. 
1980  (21  U.S.C.  955a)  is  amended  as  follows: 

(a)  Subsections  (a),  (b),  and  (c)  are  amend- 
ed by  inserting  "or  a  controlled  substance 
analog  all  or  part  of  which  controlled  sub- 
stance analog  is  intended  for  human  con- 
sumption" after  "substance". 

(b)  Subsection  (e)  is  amended  by  inserting 
"or  controlled  substance  analog"  after  "sub- 
stance" each  place  it  appears. 

(c)  Subsection  (g)  is  amended— 

(1)  in  paragraph  (1)  by  inserting  "involv- 
ing a  controlled  substance"  after  "section": 

(2)  in  paragraph  (2)  by  inserting  "involv- 
ing a  controlled  substance"  after  "Act":  and 

(3)  by  adding  the  following  new  paragraph 
after  paragraph  (2): 

"(3)  Any  person  who  commits  an  offense 
defined  in  subsection  (a),  (b),  or  (c)  of  this 
section  involving  a  controlled  substance 
analog  shall  be  fined  not  more  than 
$250,000.  or  imprisoned  not  more  than  fif- 
teen years,  or  both." 

(5)  Section  280E  of  the  Internal  Revenue 
Code  of  1954  (26  U.S.C.  280E)  is  amended  by 
inserting  "or  controlled  substance  analogs 
(within  the  meaning  of  section  102  of  the 
Controlled  Substances  Act  (21  U.S.C.  802)" 
after  "Act)". 

(6)  Section  994  of  title  28  of  the  United 
States  Code  is  amended  as  follows: 

(a)  Paragraphs  (1)(B)  and  (2)(B)  of  sub- 
section (h)  are  amended  by— 

(1)  strilung  out  "section"  the  first  place  it 
appears  and  inserting  in  lieu  thereof  "sec- 
tions": 

(2)  inserting  "and  403A"  after  "401":  and 

(3)  inserting  "and  843A"  after  "841". 

(b)  Paragraph  (5)  of  subsection  (i)  is 
amended  by— 

(1)  inserting  ",  403A,"  after  "401: 

(2)  inserting  ".  843A,"  after  "841:  and 

(3)  inserting  "or  controlled  substance 
analog"  after  "substance". 

(7)  Section  902q  of  the  Federal  Aviation 
Act  of  1958  (49  U.S.C.  1472q)  is  amended 
by- 

(a)  inserting  "or  controlled  substance 
analog"  after  "substance"  each  place  it  ap- 
pears: and 


(b)  striking  out  the  second  sentence  and 
inserting  in  lieu  thereof: 

"For  purposes  of  this  subsection,  the 
terms  controlled  substance'  and  controlled 
substance  analog'  have  the  meaning  given 
such  terms  by  section  102  of  the  Controlled 
Substances  Act  (21  U.S.C.  802). ". 

Subtitle  F— Continuing  Drug  Enterprise  Act 
of  1986 

SEC.  125.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  Continu- 
ing Drug  Enterprises  Act  of  1986". 

SEC.  1252.  INCREASED  PENALTIES. 

Subsection  408(a)  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  848(a))  is  amended  as 
follows: 

(1)  by  striking  out  the  phrase  "to  a  fine  of 
not  more  than  $100,000,"  and  inserting  in 
lieu  thereof  "to  a  fine  not  to  exceed  the 
greater  of  that  authorized  in  accordance 
with  the  provisions  of  title  18,  United  States 
Code  or  $2,000,000  if  the  defendant  is  an  in- 
dividual or  $5,000,000  if  the  defendant  is 
other  than  an  individual,":  and 

(2)  by  striking  out  the  phrase  "to  a  fine  of 
not  more  than  $200,000,"  and  inserting  in 
lieu  thereof  "to  a  fine  not  to  exceed  the 
greater  of  twice  the  amount  authorized  in 
accordance  with  the  provisions  of  title  18, 
United  States  Code,  or  $4,000,000  if  the  de- 
fendant is  an  individual  or  $10,000,000  if  the 
defendant  is  other  than  an  individual". 

SEC.  1253.  CONTINUING  CRIMINAL  ENTERPRISE  EN- 
HANCED PENALTIES. 

Section  408  of  the  Controlled  Substances 
Act  (21  U.S.C.  848)  is  further  amended— 

(1)  by  redesignating  subsections  (b>  and 
(c)  as  subsections  (d)  and  (e),  respectively: 
and 

(2)  by  inserting  the  following  new  subsec- 
tions after  subsection  (a): 

"(b)  Any  person  who  engages  in  a  continu- 
ing criminal  enterprise  shall  be  imprisoned 
for  life  and  fined  in  accordance  with  subsec- 
tion (a),  if— 

"(1)  such  person  is  the  principal  adminis- 
trator, organizer,  or  leader  of  the  enterprise 
or  is  one  of  several  such  principal  admin- 
strators,  organizers,  or  leaders:  and 

"(2)(A)  the  violation  referred  to  in  subsec- 
tion (d)(1)  involved  at  least  300  times  the 
quantity  of  a  substance  described  in  subsec- 
tion 401(b)(1)(B)  of  this  Act,  or 

"(B)  the  enterprise,  or  any  other  enter- 
prise in  which  the  defendant  was  the  princi- 
pal or  one  of  several  principal  administra- 
tors, organizers,  or  leaders,  received  $10  mil- 
lion dollars  in  gross  receipts  during  any 
twelve-month  period  of  its  existence  for  the 
manufacture,  importation,  or  distribution  of 
a  substance  described  in  section  401(b)(1)(B) 
of  this  Act." 
Subtitle  C— Controlled  Substances  Import 

and  Export  Act  Penalties  Enhancement 

Act  of  1986 

SEC.  1301.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Con- 
trolled Substances  Import  and  Export  Pen- 
alties Enhancement  Act  of  1986.". 

SEC.  1542.  ENHANCED  PENALTIES. 

(a)  Section  1010(b)  of  the  Controlled  Sub- 
stances Import  and  Export  Act  (21  U.S.C. 
960(b))  is  amended— 

(1)  by  redesignating  paragraph  (3)  as 
paragraph  (4):  and 

(2)  by  striking  out  paragraphs  (1)  and  (2) 
and  inserting  the  following  in  lieu  thereof: 

"(1)  In  the  case  of  a  violation  of  subsec- 
tion (a)  of  this  section  involving— 

"(A)  1  kilogram  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  heroin; 


"(B)  5  kilograms  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of- 

"(i)  coca  leaves,  except  coca  leaves  and  ex- 
tracts of  coca  leaves  from  which  cocaine,  ec- 
gonine,  and  derivatives  of  ecgonine  or  their 
salts  have  been  removed: 

"(ii)  cocaine,  its  salts,  optical  and  geomet- 
ric isomers,  and  salts  or  isomers: 

"(iii)  ecgonine,  its  derivatives,  their  salts, 
isomers,  and  salts  of  isomers:  or 

'"(iv)  any  compound,  mixture,  or  prepara- 
tion which  cont  wns  any  quantity  of  any  of 
the  substances  referred  to  in  clauses  (i) 
through  (iii): 

"(C)  50  grams  or  more  of  a  mixture  or  sub- 
stance described  in  subparagraph  (B)  which 
contains  cocaine  base: 

"•(D)  100  grams  or  more  of  phencycliuine 
(PCP)  or  1  kilogram  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  phencyclidine  (PCP): 

"(E)  10  grams  or  more  of  a  mixture  or  sub- 
stance containing  a  detectable  amount  of  ly- 
sergic acid  diethylamide  (USD): 

"'(F)  400  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  fentanyl  or  100  grams  or  more  of  a  mix- 
ture or  substance  containing  a  detectable 
amount  of  any  analog  of  fentanyl:  or 

"'(G)  1000  kilograms  or  more  of  a  mixture 
or  substance  containing  a  detectable 
amount  of  marihuana: 
the  person  committing  such  violation  shall 
be  sentenced  to  a  term  of  imprisonment  of 
not  less  than  10  years  eind  not  more  than 
life  and  if  death  or  serious  bodily  injury  re- 
sults from  the  use  of  such  substance  shall 
be  sentenced  to  a  term  of  imprisonment  of 
not  less  than  20  years  and  not  more  than 
life,  a  fine  not  to  exceed  the  greater  of  that 
authorized  in  accordance  with  the  provi- 
sions of  title  18.  United  States  Code,  or 
$4,000,000  if  the  defendant  is  an  individual 
or  $10,000,000  if  the  defendant  is  other  than 
an  individual,  or  both.  If  any  person  com- 
mits such  a  violation  after  one  or  more  prior 
convictions  for  an  offense  punishable  under 
this  subsection,  or  for  a  felony  under  any 
other  provision  of  this  title  or  title  II  or 
other  law  of  a  State,  the  United  States,  or  a 
foreign  country  relating  to  narcotic  drugs, 
marihuana,  or  depressant  or  stimulant  sub- 
stances, have  become  final,  such  person 
shall  be  sentenced  to  a  term  of  imprison- 
ment of  not  less  than  20  years  and  not  more 
than  life  imprisonment  and  if  death  or  seri- 
ous bodily  injury  results  from  the  use  of 
such  substance  shall  be  sentenced  to  life  im- 
prisonment, a  fine  not  to  exceed  the  greater 
of  twice  that  authorized  in  accordance  with 
the  provisions  of  title  18,  United  States 
Code,  or  $8,000,000  if  the  defendant  is  an  in- 
dividual or  $20,000,000  if  the  defendant  is 
other  than  an  individual,  or  both.  Any  sen- 
tence under  this  paragraph  shall,  in  the  ab- 
sence of  such  a  prior  conviction,  impose  a 
special  parole  term  of  at  least  5  years  in  ad- 
dition to  such  term  of  imprisonment  and 
shall,  if  there  was  such  a  prior  conviction, 
impose  a  special  parole  term  of  at  least  10 
years  in  addition  to  such  term  of  imprison- 
ment. Notwithstanding  any  other  provision 
of  law,  the  court  shall  not  place  on  proba- 
tion or  suspend  the  sentence  of  any  person 
sentenced  under  this  paragraph  nor  shall 
the  term  of  imprisonment  imposed  under 
this  paragraph  run  concurrently  with  any 
other  term  of  imprisonment  under  this 
paragraph  or  under  any  other  provision  of 
law.  No  person  sentenced  under  this  para- 
graph shall  be  eligible  for  parole  during  the 
term  of  imprisonment. 
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"(2)  In  the  case  of  a  violation  of  subsec- 
tion (a)  of  this  section  involving— 

"(A)  100  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of  heroin; 

"(B)  500  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amount 
of- 

"(0  coca  leaves,  except  coca  leaves  and  ex- 
tracts of  coca  leaves  from  which  cocaine,  ec- 
gonine.  and  derivatives  of  ecgonine  or  their 
salts  have  been  removed; 

"(ii)  cocaine,  its  salts,  optical  and  geomet- 
ric isomers,  and  salts  or  isomers; 

"(iii)  ecgonine,  its  derivatives,  their  salts, 
isomers,  and  salts  of  Isomers;  or 

"(iv)  any  compound,  mixture,  or  prepara- 
tion which  contains  any  quantity  of  any  of 
the  substances  referred  to  in  clauses  (i) 
through  (iii); 

"(C)  5  grams  or  more  of  a  mixture  or  sub- 
stance described  in  subparagraph  (B)  which 
contains  cocaine  base; 

"(D)  10  grams  or  more  of  phencycUdine 
(PCP)  or  100  grams  or  more  of  a  mixture  or 
substance  containing  a  detectable  amoimt 
of  phencyclidlne  (PCP); 

"(E)  1  gram  or  more  of  a  mixture  or  sub- 
stance containing  a  detectable  amount  of  ly- 
sergic acid  diethylamide  (LSD); 

"(F)  40  grams  or  more  of  a  mixture  or  sub- 
stance containing  a  detectable  amount  of 
fentanyl  or  10  grams  or  more  of  a  mixture 
or  substance  containing  a  detectable 
amoimt  of  any  analog  of  fentanyl:  or 

"(G)  100  kilograms  or  more  of  a  mixture 
or  substance  containing  a  detectable 
amount  of  marihuana; 
the  person  committing  such  violations  shall 
be  sentenced  to  a  term  of  Imprisonment  of 
not  less  than  5  years  and  not  more  than  40 
years  and  if  death  or  serious  bodily  injury 
results  from  the  use  of  such  substance  shall 
be  sentenced  to  a  term  of  imprisonment  of 
not  less  than  twenty  years  and  not  more 
than  life,  a  fine  not  to  exceed  the  greater  of 
that  authorized  in  accordance  with  the  pro- 
visions of  title  18,  United  States  Code,  or 
$2,000,000  if  the  defendant  is  an  individual 
or  $5,000,000  if  the  defendant  is  other  than 
an  individual,  or  both.  If  any  person  com- 
mits such  a  violation  after  one  or  more  prior 
convictions  for  an  offense  punishable  under 
this  subsection,  or  for  a  felony  under  any 
other  provision  of  this  title  or  title  II  or 
other  law  of  a  State,  the  United  States,  or  a 
foreign  country  relating  to  narcotic  drugs, 
marihuana,  or  depressant  or  stimulant  sub- 
stances, have  become  final,  such  person 
shall  be  sentenced  to  a  term  of  imprison- 
ment of  not  less  than  10  years  and  not  more 
than  life  imprisonment  and  if  death  or  seri- 
ous bodily  injury  results  from  the  use  of 
such  substance  shall  be  sentenced  to  life  im- 
prisonment, a  fine  not  to  exceed  the  greater 
of  twice  that  authorized  in  accordance  with 
the  provisions  of  title  18,  United  States 
Code,  or  $4,000,000  if  the  defendant  is  an  in- 
dividual or  $10,000,000  if  the  defendant  is 
other  than  an  individual,  or  both.  Any  sen- 
tence imposed  under  this  paragraph  shall, 
in  the  absence  of  such  a  prior  conviction,  in- 
clude a  special  parole  term  of  at  least  4 
years  in  addition  to  such  term  of  imprison- 
ment and  shall,  if  there  was  such  a  prior 
conviction,  include  a  special  parole  term  of 
at  least  8  years  in  addition  to  such  term  of 
imprisonment.  Notwithstanding  any  other 
provision  of  law,  the  court  shall  not  place 
on  probation  or  suspend  the  sentence  of  any 
person  sentenced  under  this  paragraph  nor 
shall  the  term  of  imprisonment  imposed 
under  this  paragraph  run  concurrently  with 
any  other  term  of  imprisonment  under  this 


paragraph  or  under  suiy  other  provision  of 
law.  No  person  sentenced  under  this  para- 
graph shall  be  eligible  for  parole  during 
their  term  of  imprisonment. 

"(3)  In  the  case  of  a  violation  under  sub- 
section (a)  of  this  section  Involving  a  con- 
trolled substance  in  schedule  I  or  II,  the 
person  committing  such  violation  shall, 
except  as  provided  in  paragraphs  (1),  (2), 
and  (4),  be  sentenced  to  a  term  of  imprison- 
ment of  not  more  than  20  years  if  death  or 
serious  bodily  injury  results  from  the  use  of 
such  substance  shall  be  sentenced  to  a  term 
of  imprisonment  of  not  less  than  twenty 
years  and  not  more  than  life,  a  fine  not  to 
exceed  the  greater  of  that  authorized  in  ac- 
cordance with  the  provisions  of  title  18, 
United  SUtes  Code,  or  $1,000,000  if  the  de- 
fendant is  an  individual  or  $5,000,000  if  the 
defendant  is  other  than  an  individual,  or 
both.  If  any  person  commits  such  a  viola- 
tion after  one  or  more  prior  convictions  for 
an  offense  punishable  under  this  subsection, 
or  for  a  felony  under  any  other  provision  of 
this  title  or  title  II  or  other  law  of  a  State, 
the  United  States  or  a  foreign  country  relat- 
ing to  narcotic  drugs,  marihuana,  or  depres- 
sant or  stimulant  substances,  have  become 
final,  such  person  shall  be  sentenced  to  a 
term  of  imprisonment  of  more  than  30  years 
and  if  death  or  serious  bodily  injury  results 
from  the  use  of  such  substance  shall  be  sen- 
tenced to  life  imprisonment,  a  fine  not  to 
exceed  the  greater  of  twice  that  authorized 
in  accordance  with  the  provisions  of  title  18, 
United  States  Code,  or  $2,000,000  if  the  de- 
fendant is  an  individual  or  $10,000,000  if  the 
defendant  is  other  than  an  individual,  or 
both.  Any  sentence  imposing  a  term  of  im- 
prisonment under  this  paragraph  shall,  in 
the  absence  of  such  a  prior  conviction, 
impose  a  special  parole  term  of  at  least  3 
years  in  addition  to  such  term  of  imprison- 
ment and  shall,  if  there  was  such  a  prior 
conviction,  impose  a  special  parole  term  of 
at  least  6  years  in  addition  to  such  term  of 
imprisonment.  Notwithstanding  the  prior 
sentence,  and  notwithstanding  any  other 
provision  of  law,  the  court  shall  not  place 
on  probation  or  suspend  the  sentence  of  any 
person  sentenced  under  the  provisions  of 
this  paragraph  which  provide  for  a  manda- 
tory term  of  imprisonment  if  death  or  seri- 
ous bodily  injury  results,  nor  shall  such  a 
term  of  imprisonment  run  concurrently 
with  any  other  term  of  imprisonment  under 
this  paragraph  or  under  any  other  provision 
of  law,  nor  shall  a  person  so  sentenced  be  el- 
igible for  parole  during  the  term  of  such  a 
sentence .  *  * . 

(b)  Section  lbl0(b)(4)  of  the  ControUed 
Substances  Import  and  Export  Act  (21 
U.S.C.  960(b)(4)),  as  redesignated,  is  amend- 
ed- 

(1)  by  striking  out  ',  except  as  provided  in 
paragraph  (4)"; 

(2)  by  striking  out  the  phrase  "fined  not 
more  than  $50,000"  and  inserting  in  lieu 
thereof  "fined  not  to  exceed  the  greater  of 
that  authorized  in  accordance  with  the  pro- 
visions of  title  18,  United  States  Code,  or 
$250,000  if  the  defendant  is  an  individual  or 
$1,000,000  if  the  defendant  is  other  than  an 
individual";  and 

(3)  by  Inserting  "except  in  the  case  of  100 
or  more  marihuana  plants  regardless  of 
weight,"  after  "marihuana,". 

(2)  In  subsection  (b),  paragraph  (2)  is 
amended  by  striking  out  "a  fine  of  not  more 
than  $25,000"  and  inserting  in  lieu  thereof 
"a  fine  not  to  exceed  the  greater  of  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United  States  Code,  or  $250,000  if 
the  defendant  is  an  individual  or  $1,000,000 


if  the  defendant  is  other  than  an  individ- 
ual", and  by  strildng  out  "a  fine  of  not  more 
than  $50,000"  and  inserting  in  lieu  thereof 
"a  fine  not  to  exceed  the  greater  of  twice 
that  authorized  in  accordance  with  the  pro- 
visions of  title  18,  United  SUtes  Code,  or 
$500,000  if  the  defendant  is  an  individual  or 
$2,000,000  if  the  defendant  is  other  than  an 
individual". 

(3)  In  subsection  (b),  paragraph  (3)  is 
amended  by  striking  out  "a  fine  of  not  more 
than  $10,000"  and  inserting  in  lieu  thereof 
"a  fine  not  to  exceed  the  greater  of  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United  States  Code,  or  $100,000  if 
the  defendant  is  an  individual  or  $250,000  if 
the  defendant  is  other  than  an  individual", 
and  by  striking  out  "a  fine  of  not  more  than 
$20,000"  and  inserting  in  lieu  thereof  "a  fine 
not  to  exceed  the  greater  of  twice  that  au- 
thorized in  accordance  with  the  provisions 
of  title  18,  United  SUtes  Code,  or  $200,000  if 
the  defendant  is  an  individual  or  $500,000  if 
the  defendant  is  other  than  an  individual". 

(4)  In  subsection  (b),  paragraph  (4)  is 
amended  by  striking  out  "1(C)"  and  insert- 
ing "1(D)"  in  lieu  thereof. 

(5)  In  subsection  (b),  paragraph  (5)  is 
amended  to  read  as  follows: 

"(5)  Any  person  who  violates  subsection 
(a)  of  this  section  by  cultivating  a  controlled 
substance  on  Federal  property  shall  be  im- 
prisoned as  provided  in  this  subsection  and 
shall  be  fined  any  amount  not  to  exceed— 

"(A)  the  amount  authorized  in  accordance 
with  this  section; 

"(B)  the  amount  authorized  in  accordance 
with  the  provisions  of  title  18,  United  SUtes 
Code; 

"(C)  $500,000  if  the  defendant  is  an  indi- 
vidual; or 

"(D)  $1,000,000  if  the  defendant  is  other 
than  an  individual; 
or  both.". 

(6)  Subsection  (d)  is  amended  by  striking 
out  "a  fine  of  not  more  than  $15,000"  and 
inserting  in  lieu  thereof  "a  fine  not  to 
exceed  the  greater  of  that  authorized  in  ac- 
cordance with  the  provisions  of  title  18, 
United  SUtes  Code,  or  $250,000  if  the  de- 
fendant is  an  individual  or  $1,000,000  if  the 
defendant  is  other  than  an  individual". 

(b)  Section  102  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  802)  is  amended— 

(1)  by  inserting  the  following  new  para- 
graph after  paragraph  (24): 

"(25)  The  term  serious  bodily  injury' 
means  bodily  injury  which  involves— 

"(A)  a  substantial  risk  of  death; 

"(B)  protracted  and  obvious  disfigure- 
ment; or 

"(C)  protracted  loss  or  impairment  of  the 
function  of  a  bodily  member,  organ,  or 
mental  faculty.";  and 

(2)  by  renumbering  the  following  para- 
graphs accordingly. 

Subtitle  H— Money  Laundering  Crimes  Act 
of  1986 

SEC.  1351.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Money 
Laundering  Crimes  Act  of  1986". 

SEC    13S2.   NEW   OFFENSE    FOR   LAIWDERING   OF 
MONETARY  INSTRUMENTS. 

(a)  Chapter  95  of  title  18,  United  SUtes 
Code,  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

"§  1956.  Laundering  of  monetary  initnimenta 

"(aXl)  Whoever,  knowing  that  the  proper- 
ty involved  in  a  financial  transaction  repre- 
sents the  proceeds  of  some  form  of  unlawful 
activity,  conducts  or  attempts  to  conduct 
such  a  financial  transaction  which  in  fact 
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Involves  the  proceeds  of  specified  unlawful 
•cUvlty— 

"(A)  with  the  intent  to  faciliUte  the  car- 
rying on  of  specified  unlawful  activity;  or 

"(B)  knowing  that  the  transaction  is  de- 
signed in  whole  or  in  part— 

"(i)  to  conceal  or  disguise  the  nature,  the 
location,  the  source,  the  ownership,  or  the 
control  of  the  proceeds  of  specified  unlaw- 
ful activity:  or 

"(ii)  to  avoid  a  transaction  reporting  re- 
quirement under  State  or  Federal  law, 

shall  be  sentenced  to  a  fine  of  not  more 
than  $250,000  or  twice  the  value  of  the 
property  involved  in  the  transaction,  which- 
ever is  greater,  or  imprisonment  for  not 
more  than  twenty  years,  or  both. 

"(2)  Whoever  transports  or  attempts  to 
transport  a  monetary  instrument  or  funds 
from  a  place  In  the  United  States  to  or 
through  a  place  outside  the  United  States 
or  to  a  place  in  the  United  States  from  or 
through  a  place  outside  the  United  States— 

"(A)  with  the  intent  to  facilitate  the  car- 
rying on  of  specified  unlawful  activity;  or 

"(B)  knowing  that  the  monetary  instru- 
ment or  funds  Involved  in  the  transporta- 
tion represent  the  proceeds  of  some  form  of 
unlawful  activity  and  knowing  that  such 
tnuisportation  is  designed  in  whole  or  in 
part— 

"(i)  to  conceal  or  disguise  the  nature,  the 
location,  the  source,  the  ownership,  or  the 
control  of  the  proceeds  of  specified  unlawful 
activity;  or 

"(ii)  to  avoid  a  transaction  reporting  re- 
quirement under  State  or  Federal  law. 
shall  be  sentenced  to  a  fine  of  $250,000  or 
twice  the  value  of  the  monetary  instrument 
or  fimds  involved  in  the  transportation, 
whichever  is  greater,  or  imprisonment  for 
not  more  than  twenty  years,  or  both. 

"(3)  Whoever  conducts  or  attempts  to  con- 
duct a  financial  transaction  that  in  whole  or 
in  part  involves  the  proceeds  of  specified  un- 
lawful activity  with  intent  to  violate  or  fa- 
cilitate a  violation  of  section  7201  or  7206  of 
the  Internal  Revenue  Code  of  1954  shall  be 
sentenced  to  a  fine  of  not  more  than 
$250,000  or  twice  the  value  of  the  monetary 
instrument  or  funds  involved  in  the  transac- 
tion, whichever  is  greater,  or  imprisonment 
for  not  more  than  twenty  years,  or  both. 

"(b)  Whoever  conducts  or  attempts  to  con- 
duct a  transaction  described  in  subsection 
(a)(1).  (a)(3),  or  a  transportation  described 
in  subsection  (a)(2)  is  liable  to  the  United 
States  for  a  civil  penalty  of  not  more  than 
the  greater  of— 

"(1)  the  value  of  the  property,  funds,  or 
monetary  Instruments  involved  in  the  trans- 
action; or 

"(2)  $10,000. 

"(c)  As  used  in  this  section— 

"(I)  the  phrase  knowing  that  the  proper- 
ty involved  in  a  financial  transaction  repre- 
sents the  proceeds  of  some  form  on  unlaw- 
ful activity'  means  that  the  person  knew  the 
property  involved  in  the  transaction  repre- 
sented proceeds  from  some  form,  though 
not  necessarily  which  form,  of  activity  that 
constitutes  a  felony  under  State  or  Federal 
law,  regardless  of  whether  or  not  such  activ- 
ity is  specified  in  paragraph  (7); 

"(2)  the  term  conducts'  includes  but  is  not 
limited  to  initiating,  concluding,  or  partici- 
pating In  Initiating,  or  concluding  a  transac- 
tion; 

"(3)  the  term  'transaction'  includes  but  is 
not  limited  to  a  purchase,  sale,  loan,  pledge, 
gift,  transfer,  delivery,  or  other  disposition, 
and  with  respect  to  a  financial  institution 
includes  but  is  not  limited  to  a  deposit,  with- 
drawal,   transfer    between    accounts,    ex- 


change of  currency,  loan,  extension  of 
credit,  purchase  or  sale  of  any  stock,  bond, 
certificate  of  deposit,  or  other  monetary  in- 
strument, or  any  other  payment,  transfer, 
or  delivery  by,  through,  or  to  a  financial  in- 
stitution, by  whatever  means  effected; 

"(4)  the  term  'financial  transaction'  means 
a  transaction  involving  the  movement  of 
funds  by  wire  or  other  means  or  involving 
one  or  more  monetary  instruments,  which 
in  any  way  or  degree  affects  interstate  or 
foreign  commerce,  or  a  transaction  involv- 
ing the  use  of  a  financial  institution  which 
is  engaged  in,  or  the  activities  of  which 
affect,  interstate  or  foreign  commerce  in 
any  way  or  degree; 

"(5)  the  term  monetary  instrimients' 
means  coin  or  currency  of  the  United  States 
or  of  any  other  country,  travelers'  checks, 
personal  checks,  bank  checks,  money  orders, 
investment  securities  in  bearer  form  or  oth- 
erwise in  such  form  that  title  thereto  passes 
upon  delivery,  and  negotiable  instruments 
in  bearer  form  or  otherwise  in  such  form 
that  title  thereto  passes  upon  delivery; 

"(6)  the  term  'financial  institution'  has 
the  definition  given  that  term  in  section 
5312(a)(2)  of  title  31,  United  States  Code, 
and  the  regulations  promulgated  thereun- 
der; 

"(7)  the  term  "specified  unlawful  activity' 
means— 

"(A)  any  act  or  activity  occurring  in  whole 
or  in  part  in,  or  directed  at,  the  United 
States,  and  constituting  an  offense  listed  in 
section  1961(1)  of  this  title  except  an  act 
which  is  indictable  under  the  Currency  and 
Foreign  Transactions  Reporting  Act; 

"(B)  with  respect  to  a  financial  transac- 
tion occurring  in  whole  or  in  part  in  the 
United  States,  an  offense  against  a  foreign 
nation  involving  the  manufacture,  importa- 
tion, sale,  or  distribution  of  a  controlled 
substance  (as  such  term  is  defined  for  the 
purposes  of  the  Controlled  Substances  Act); 

"(C)  any  act  or  acts  constituting  a. con- 
tinuing criminal  enterprise,  as  that  term  is 
defined  in  section  408  of  the  Controlled 
Substances  Act  (21  U.S.C.  848);  or 

•(D)  an  offense  under  section  152  (relat- 
ing to  concealment  of  assets;  false  oaths  and 
claims;  bribery),  section  215  (relating  to 
commissions  or  gifts  for  procuring  loans), 
sections  500  through  503  (relating  to  certain 
counterfeiting  offenses),  section  511  (relat- 
ing to  securites  of  States  and  private  enti- 
ties), section  545  (relating  to  smuggling 
goods  into  the  United  States),  section  641 
(relating  to  public  money,  property,  or 
records),  section  656  (relating  to  theft,  em- 
bezzlement, or  misapplication  by  bank  offi- 
cer or  employee),  section  666  (relating  to 
theft  or  bribery  concerning  programs  receiv- 
ing Federal  funds),  section  793,  794,  or  798 
(relating  to  espionage),  section  875  (relating 
to  interstate  communications),  section  1201 
(relating  to  kidnaping),  section  1203  (relat- 
ing to  hostage  taking),  section  1344  (relating 
to  bank  fraud),  or  section  2113  or  2114  (re- 
lating to  bank  and  postal  robbery  and  theft) 
of  this  title,  section  38  of  the  Arms  Export 
Control  Act  (22  U.S.C.  2778),  the  Export  Ad- 
ministration Act  of  1979  (50  U.S.C.  App. 
2401  et  seq.).  the  International  Emergency 
Economic  Power  Act  (50  U.S.C.  1702  et  seq.), 
and  the  Trading  with  the  Enemy  Act  (50 
U.S.C.  App.  1  et  seq.). 

"(d)  Nothing  in  this  section  shall  super- 
sede any  provision  of  Federal,  State,  or 
other  law  imposing  criminal  penalties  or  af- 
fording civil  remedies  in  addition  to  those 
provided  for  in  this  section. 

"(e)  Violations  of  this  section  may  be  in- 
vestigated by  such  components  of  the  De- 


partment of  Justice  as  the  Attorney  Gener- 
al may  direct,  and  by  such  components  of 
the  Department  of  the  Treasury  as  the  Sec- 
retary of  the  Treasury  may  direct,  as  appro- 
priate. 

"(f)  There  is  extraterritorial  jurisdiction 
over  the  conduct  prohibited  by  this  section 
if- 

"(1)  the  conduct  is  by  a  United  States  citi- 
zen or,  the  case  of  a  non-United  States  citi- 
zen, the  conduct  occurs  in  part  in  the 
United  States;  and 

"(2)  the  transaction  or  series  of  related 
transactions  involves  funds  or  monetary  in- 
struments of  a  value  exceeding  $10,000.". 

(b)  The  table  of  sections  at  the  begiiming 
of  chapter  95  of  title   18  is  amended  by 
adding  at  the  end  the  following  new  item: 
"1956.    Laundering    of    monetary    instru- 
ments". 

Sec  1353.  (a)  Subsection  1103(c)  of  the 
Right  to  Financial  Privacy  Act  of  1978  (12 
U.S.C.  3403(c))  is  amended  by  adding  at  the 
end  thereof  the  following:  "Such  informa- 
tion may  include  only  the  name  or  names  of 
and  other  indentif ying  information  concern- 
ing the  individuals  and  accounts  involved  in 
and  the  nature  of  the  suspected  illegal  activ- 
ity. Such  information  may  be  disclosed  not- 
withstanding any  constitution,  law,  or  regu- 
lation of  any  State  or  political  subdivision 
thereof  to  the  contrary.  Any  financial  insti- 
tution, or  officer,  employees,  or  agent  there- 
of, making  a  disclosure  of  information  pur- 
suant to  this  subsection,  shall  not  be  liable 
to  the  customer  any  law  or  regrulation  of  the 
United  States  or  any  constitution,  law.  or 
regulation  of  any  State  or  political  subdivi- 
sion thereof,  for  such  disclosure  or  for  any 
failure  to  notify  the  customer  of  such  dis- 
closure.". 

(b)  Section  1113(i)  of  the  Right  to  Finan- 
cial Privacy  Act  of  1978  (12  U.S.C.  3413(i))  is 
amended  by  inserting  immediately  before 
the  period  at  the  end  thereof  a  comma  and 
the  following:  "except  that  a  court  shall 
have  authority  to  order  a  financial  institu- 
tion, on  which  a  grand  jury  subpoena  for 
customer  records  has  been  served,  not  to 
notify  the  customer  of  the  existence  of  the 
subpoena  or  information  that  has  been  fur- 
nished to  the  grand  jury,  under  the  circum- 
stances and  for  the  period  specified  and  pur- 
suant to  the  procedures  established  in  sec- 
tion 1109  of  the  Right  to  Financial  Privacy 
Act  of  1978  (12  U.S.C.  3409) ". 

Sec   1354.  (a)  Section  5318  of  title  31, 
United  States  Code,  is  amended  to  read  as 
follows: 
"8  5318.  Compliance,  exemptions,  and  summons 

authority 

"(a)  The  Secretary  of  the  Treasury  may 
(except  under  section  5315  of  this  title  and 
regulations  prescribed  under  section  5315)— 

"(1)  delegate  duties  and  powers  under  this 
subchapter  to  an  appropriate  supervising 
agency,  except  as  provided  in  subsection  (e); 

""(2)  require  a  class  of  domestic  finnancial 
institutions  to  maintan  appropriate  proce- 
dures to  ensure  compliance  with  this  sub- 
chapter and  regulations  prescribed  under 
this  subchapter; 

""(3)  examine  any  books,  papers,  records, 
or  other  data  of  domestic  financial  Institu- 
tions relevant  to  the  recordkeeping  or  re- 
porting requirements  of  this  subchapter; 

"(4)  summon  a  financial  institutions  or  an 
officer  or  employee  of  a  financial  institu- 
tion, or  a  former  officer  or  employee,  or  any 
person  having  possession,  custody,  or  care  of 
the  reports  and  records  required  under  this 
subchapter,  to  appear  before  the  Secretary 
of  the  Treasury  or  his  delegate  at  a  time 


and  place  na 
produce  sucl 
other  data,  i 
oath,  as  may 
Investigation 
and 

"(5)  prescrl 
from  a  requl 
and  regulatlc 
chapter.  The 
emption  by  8 
fying  the  pa 
effective  durl 

"(b)  The  pu 
of  the  Treas 
scribed  In  pai 
elude  the  pu 
^orcement  of 
ter,  section  2 
ance  Act  (12 
the  National 
or  chapter  2  ( 

"(c)  The  pi 
of  the  Treaf 
scribed  in  pai 
llnUted  to  ii 
subchapter,  \ 
Federal  Insu 
violations  of 
Housing  Act 
of  chapter  2 
purpose  solel 
provisions  or 
der.  A  siunm 
graph  (4)  of 
the  approval 
ury  or  a  sup 
Secretary  of  ( 

"(d)  A  sum 
may  require 
other  data  \ 
place  be  pro 
tion  in  any  St 
place  subjec 
United  State 
miles  distant 
nancial  insti 
business  in  tl 
moned  under 
same  fees  a 
United  SUtei 
courts  of  th 
States  shall  i 
penses  incun 
duction  of  b( 
data  pursuar 
tion. 

'"(e)  Servic 
this  section  r 
such  other  m 
notice  as  the 
ulation. 

"(f )  In  the  I 
to  obey  a  si 
under  this  se 
the  matter  t 
Attorney  Gei 
court  of  the 
diction  of  w 
gave  rise  to 
been  carried 
moned  is  an 
ries  on  busin 
compliance  \ 
may  issue  a 
sununoned  t( 
or  his  deleg 
records,  and  < 
may  be  neces 
rial  was  con 
pay  the  costs 
to  obey  the  < 
ished  by  the 
All  process  Ij 


UMI 


September  25,  1986 


CONGRESSIONAL  RECORD— SENATE 


26107 


jurisdiction 
this  section 

I  States  citi- 
i  States  citi- 
lart   in   the 


13(c)  of  the 
of  1978  (12 
jding  at  the 
ch  informa- 
or  names  of 
ion  concem- 
i  involved  in 
illegal  activ- 
Lsclosed  not- 
aw,  or  regu- 
subdivision 
lancial  insti- 
agent  there- 
mation  pur- 
lot  be  liable 
lation  of  the 
ion.  law.  or 
ical  subdivi- 
B  or  for  any 
of  such  dis- 

ht  to  Finan- 
C.  3413(i))  is 
itely  before 
comma  and 
court  shall 
icial  institu- 
libpoena  for 
•ved,  not  to 
tence  of  the 
as  been  fur- 
the  circum- 
'ied  and  pur- 
shed  in  sec- 
icial  Privacy 

of  title  31. 
i  to  read  as 

tnd  summons 

reasury  may 
his  title  and 
:tion  5315)- 
-s  under  this 
supervising 
ibsection  (e); 
ic  finnancial 
>riate  proce- 
th  this  sub- 
ribed  under 

ers,  records, 
icial  institu- 
eping  or  re- 
tchapter; 
.utions  or  an 
icial  institu- 
loyee,  or  any 
ly,  or  care  of 
d  under  this 
le  Secretary 
:e  at  a  time 


and  place  named  in  the  summons  and  to 
produce  such  books,  papers,  records,  or 
other  data,  and  to  give  testimony,  under 
oath,  as  may  be  relevant  or  material  to  an 
investigation  described  in  subsection  (c); 
and 

"(5)  prescribe  an  appropriate  exemption 
from  a  reauirement  under  this  subchapter 
and  regulations  prescribed  under  this  sub- 
chapter. The  Secretary  may  revoke  an  ex- 
emption by  actually  or  constructively  noti- 
fying the  parties  affected.  A  revocation  is 
effective  during  Judicial  review. 

"(b)  The  purposes  for  which  the  Secretary 
of  the  Treasury  may  take  any  action  de- 
scribed in  paragraph  (3)  of  subsection  (a)  in- 
clude the  purpose  of  civil  and  criminal  en- 
forcement of  the  provisions  of  this  subchap- 
ter, section  21  of  the  Federal  Deposit  Insur- 
ance Act  (12  U.S.C.  1829b),  section  411  of 
the  National  Housing  Act  (12  U.S.C.  1730d), 
or  chapter  2  of  Public  Law  91-508. 

"(c)  The  punx>se  for  which  the  Secretary 
of  the  Treasury  may  take  any  action  de- 
scribed in  paragraph  (4)  of  subsection  (a)  is 
limited  to  investigating  violations  of  this 
subchapter,  violations  of  section  21  of  the 
Federal  Insurance  Act  (12  U.S.C.  1829b), 
violations  of  section  411  of  the  National 
Housing  Act  (12  U.S.C.  1730d),  or  violations 
of  chapter  2  of  Public  Law  91-508  for  the 
purpose  solely  of  civil  enforcement  of  these 
provisions  or  any  regulation  issued  thereun- 
der. A  summons  may  be  issued  under  para- 
graph (4)  of  subsection  (a)  only  by,  or  with 
the  approval  of,  the  Secretary  of  the  Treas- 
ury or  a  supervisory  level  delegate  of  the 
Secretary  of  the  Treasury  . 

"(d)  A  summons  pursuant  to  this  section 
may  require  that  books,  papers,  records,  or 
other  data  stored  or  maintained  at  any 
place  be  produced  at  any  designated  loca- 
tion in  any  State  or  in  any  territory  or  other 
place  subject  to  the  Jurisdiction  of  the 
United  States  not  more  than  five  hundred 
miles  distant  from  any  place  where  the  fi- 
nancial institution  operates  or  conducts 
business  in  the  United  States.  Persons  sum- 
moned under  this  section  shall  be  paid  the 
same  fees  and  mileage  for  travel  in  the 
United  States  that  are  paid  witnesses  in  the 
courts  of  the  United  States.  The  United 
States  shall  not  be  liable  for  any  other  ex- 
penses incurred  in  connection  with  the  pro- 
duction of  books,  papers,  records,  or  other 
data  pursuant  to  the  provisions  of  this  sec- 
tion. 

"(e)  Service  of  a  summons  issued  Under 
this  section  may  be  by  registered  mail  or  in 
such  other  manner  calculated  to  give  actual 
notice  as  the  Secretary  may  provide  by  reg- 
ulation. 

"(f)  In  the  case  of  contumacy  by  or  refusal 
to  obey  a  summons  issued  to  any  person 
under  this  section,  the  Secretary  shall  refer 
the  matter  to  the  Attorney  General.  The 
Attorney  General  may  invoke  the  aid  of  any 
court  of  the  United  States  within  the  Juris- 
diction of  which  the  investigation  which 
gave  rise  to  the  summons  is  being  or  has 
been  carried  on  or  of  which  the  person  sum- 
moned is  an  inhabitant,  or  in  which  he  car- 
ries on  business  or  may  be  found,  to  compel 
compliance  with  the  summons.  The  court 
may  issue  an  order  requiring  the  person 
siunmoned  to  appear  before  the  Secretary 
or  his  delegate  to  produce  books,  papers, 
records,  and  other  data,  to  give  testimony  as 
may  be  necessary  to  explain  how  such  mate- 
rial was  compiled  and  maintained,  and  to 
pay  the  costs  of  the  proceeding.  Any  failure 
to  obey  the  order  of  the  court  may  be  pun- 
ished by  the  court  as  a  contempt  thereof. 
All  process  in  any  such  case  may  be  served 


in  any  judicial  district  in  which  such  person 
may  be  found.". 

(b)(1)  Paragraph  (1)  of  subsection  (a)  of 
section  5321  of  title  31.  United  States  Code, 
is  amended  to  read  as  follows: 

"(DA  domestic  financial  institution,  and  a 
partner,  director,  officer,  or  employee  of  a 
domestic  financial  institution,  willfully  vio- 
lating this  subchapter  or  a  regulation  pre- 
scribed under  this  subchapter  (except  sec- 
tions 5314  and  5315  of  this  title  or  a  regula- 
tion prescribed  under  sections  5314  and 
5315)  is  liable  to  the  United  SUtes  Govern- 
ment for  a  civil  penalty  of  not  more  than 
the  amount  of  the  transaction  (but  not 
more  than  $1,000,000)  or  $25,000,  whichever 
is  greater.  For  a  willful  violation  of  section 
5318(a)(2)  of  this  title,  or  a  regulaiton  pre- 
scribed under  section  5318(a)(2),  a  separate 
violation  occurs  for  each  day  the  violation 
continues  and  at  such  office,  branch,  or 
place  of  business  at  which  a  violation  occurs 
or  continues.". 

(2)  Subsection  (a)  of  section  5321  of  title 
31,  United  States  Code,  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraphs: 

"(4)  A  person  willfully  violating  the  provi- 
sions of  section  5314  of  this  title  or  of  a  reg- 
ulation prescribed  under  section  5314  is 
liable  to  the  United  States  Government  for 
a  civil  penalty  of  not  more  than— 

"(A)  where  the  violation  involves  a  trans- 
action, the  amount  of  the  transaction  or 
$25,000,  whichever  is  greater,  or 

"(fi)  where  the  violation  involves  the  fail- 
ure to  report  the  existence  of  an  account  or 
any  required  identifying  data  pertaining  to 
the  account,  the  amount  of  the  account  (but 
not  more  than  $250,000)  or  $25,000.  which- 
ever is  greater. 

"(5)  Any  financial  institution  negligently 
violating  any  provision  of  this  subchapter  or 
a  regulation  prescribed  under  this  subchap- 
ter is  liable  to  the  United  States  for  a  civil 
penalty  of  not  more  than  $500. 

"(6)  A  civil  penalty  assessed  pursuant  to 
this  section  is  in  addition  to  any  criminal 
penalty  under  section  5322  of  this  title 
based  on  the  same  transaction." 

"(7)  The  Secretary  may  impose  a  civil  pen- 
alty on  a  person  or  persons  (excluding  a  do- 
mestic financial  institution  examined  by  a 
Federal  bank  supervisory  agency  or  a  finan- 
cial institution  regulated  by  this  paragraph 
may  not  be  more  than  the  amount  of  the 
United  States  coins  and  currency  (or  other 
monetary  instruments  the  Secretary  may 
prescribe)  involved  in  the  violation  of  sec- 
tion 5324  of  this  subchapter.  A  civil  penalty 
under  this  paragraph  is  reduced  by  any 
amount  forfeited  under  subsection 
981(a)(1)(C)  of  title  18.". 

(c)  Subsection  (b)  of  section  5321  of  title 
31,  United  States  Code,  is  amended  to  read 
as  follows: 

"(b)  The  Secretary  may  assess  a  civil  i>en- 
alty  under  this  section  within  six  years  from 
the  date  of  the  transaction  in  which  the 
penalty  is  based.  The  Secretary  may  bring  a 
civil  action  to  recover  a  civil  penalty  under 
this  section  within  two  years  from  the  date 
of  a  penalty  assessment  or  the  conclusion  of 
a  criminal  action  under  section  5322  of  this 
title  based  on  the  same  transaction,  which- 
ever is  later.". 

(d)  Subsection  (c)  of  section  5321  of  title 
31  is  amended  to  read  as  follows: 

"(c)  The  Secretary  of  the  Treasury  may 
remit  any  part  of  a  forfeiture  under  subsec- 
tion 5317(c)  of  this  title  or  under  subsection 
981(a)(1)(C)  of  title  18  or  may  mitigate  any 
civil  penalty  under  subsection  (a)  of  this  sec- 
tion.". 


(e)  Subsection  (b)  of  section  5322  of  title 
31,  United  States  Code,  is  amended  by  strik- 
ing out  "pattern  of  illegal  activity  Involving 
transactions  of  more  than  $100,000"  and  in- 
serting in  lieu  thereof  "pattern  of  any  ille- 
gal activity  involving  more  than  $100,000", 
and  by  striking  out  "5"  and  inserting  in  lieu 
thereof  "10". 

(f)  Section  5312(a)(5)  of  title  31.  United 
States  Code,  is 

"(5)  United  States'  means  the  States  of 
the  United  States,  the  District  of  Columbia, 
and,  when  the  Secretary  prescribes  by  regu- 
lation, the  Conunonwealth  of  Puerto  Rico, 
the  Virgin  Islands,  Guam,  the  Northern 
Mariana  Islands,  American  Samoa,  the 
Trust  Territory  of  the  Pacific  Islands,  any 
other  territory  or  possession  of  the  United 
States,  or  a  military  or  diplomatic  establish- 
ment.". 

(g)  Subchapter  II  of  Chapter  53  of  title  31, 
United  States  Code  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

"Section  5324.  Structuring  transactions  to 
evade  reporting  requirements. 

"No  person  shall,  for  the  purpose  of  evad- 
ing the  reporting  requirements  of  subsec- 
tion 5313(a)— 

"(1)  cause  or  attempt  to  cause  a  domestic 
financial  institution  to  fail  to  file  a  report 
required  by  subsection  5313(a), 

"(2)  cause  or  attempt  to  cause  a  domestic 
financial  institution  to  file  a  report  required 
by  subsection  5313(a)  that  contains  a  mate- 
rial omission  or  misstatement  of  fact;  or 

"(3)  structure  or  attempt  to  structure  or 
assist  in  structuring  a  transaction.". 

(h)  The  table  of  sections  for  chapter  53  of 
title  31,  United  States  Code  is  amended  by 
adding  at  the  end  thereof  the  following  new 
item: 

"5324.  Structuring  transactions  to  evade  re- 
porting requirements." 

(i)  Subsection  5317(c)  of  title  31,  United 
States  Code,  is  amended  to  read  as  follows: 

"(c)  A  monetary  instrument  being  trans- 
ported, or  which  has  been  transported,  or 
any  interest  in  any  property,  including  any 
deposit  in  a  financial  institution,  traceable 
to  such  instrument,  may  be  seized  and  for- 
feited to  the  United  States  Government 
when  a  report  on  the  instrument  under  sec- 
tion 5316  of  this  title  has  not  been  filed  or 
contains  a  material  omission  or  misstate- 
ment.". 

(j)  The  table  of  sections  at  the  beginning 
of  chapter  53.  subchapter  II,  of  title  31.  is 
amended  by  striking  "5318.  Compliance  and 
exemption."  and  inserting  in  lieu  thereof 
'5318.  Compliance,  exemptions  and  sum- 
mons authority." 

(k)  Subsection  (c)  of  Section  5322  of  title 
31,  United  States  Code  is  amended  by  strik- 
ing out  "5318(2)"  each  time  it  appears  and 
inserting  in  lieu  thereof  "5318(a)(2)"." 

"(1)  Subsection  (b)  of  Section  5317  of  title 
31,  United  States  Code  is  amended  by  strik- 
ing Subsection  (b)  and  inserting  in  lieu 
thereof  "(b)  To  ensure  compliance  with  sec- 
tion 5316  of  this  title,  a  customs  officer  may 
stop  and  research,  at  the  border,  without  a 
search  warrant,  a  vehicle,  vessel,  aircraft,  or 
other  conveyance,  envelope  or  other  con- 
tainer, or  person  entering  or  departing  from 
the  United  States." 

Sec.  1335.  (a)  Subsection  (b)  of  section 
1952  of  title  18.  United  States  Code,  is 
amended  by  striking  out  "or"  before  "(2)", 
and  by  striking  out  the  period  at  the  end 
thereof  and  inserting  in  lieu  thereof  the  fol- 
lowing: ",  or  (3)  any  act  which  is  indictable 
under  subchapter  II  of  chapter  53  of  title 
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31.  United  States  Code,  or  under  section 
1966  of  this  tiUe. ". 

(b)  SubsecUon  (1)  of  section  1961  of  tiUe 
18.  United  States  Code,  Is  amended  by  in- 
serting "section  1956  (relating  to  the  laun- 
dering of  monetary  instruments)."  after 
"section  1955  (relating  to  the  prohibition  of 
iUegml  gambling  businesses),". 

(c)  Subsection  (1)  of  section  2516  of  title 
18.  United  States  Code,  is  amended  in  para- 
graph (c)  by  inserting  "section  1956  (laun- 
dering of  monetary  instruments)."  after 
"section  1955  (relating  to  enterprises  of 
gambling),". 

Sk.  1356.  (a)  Title  18  of  the  United  SUtes 
Code  is  amended  by  adding  after  chapter  45 
a  new  chapter  46  as  follows: 

"CHAPTER  46— FORFEITURE 
"Sec. 

"981.  avil  Forfeiture. 
"982.  Criminal  Forfeiture. 
"•Ml.  aTil  forfeiture 

"(aKl)  Except  as  provided  in  paragraph 
(2),  the  following  property  is  subject  to  for- 
feiture to  the  United  SUtes: 

"(A)  Any  property,  real  or  personal,  which 
represents  the  gross  receipts  a  person  ob- 
tains, directly  or  indirectly,  as  a  result  of  a 
violation  of  section  1956  of  this  title,  or 
which  is  traceable  to  such  gross  receipts. 

"(B)  Any  property  within  the  jurisdiction 
of  the  United  States,  which  represents  the 
proceeds  of  an  offense  against  a  foreign 
nation  involving  the  manufacture,  importa- 
tion, sale,  or  distribution  of  a  controlled  sub- 
stance (as  such  term  is  defined  for  the  pur- 
poses of  the  Controlled  Substances  Act), 
within  whose  jurisdiction  such  offense  or 
activity  would  be  punishable  by  death  or  im- 
prisonment for  a  term  exceeding  one  year 
and  which  would  l>e  punishable  by  imprison- 
ment for  a  term  exceeding  one  year  if  such 
act  or  activity  had  occurred  within  the  juris- 
diction of  the  United  States. 

"(C)  Any  coin  and  currency  (or  other 
monetary  instrument  as  the  Secretary  of 
the  Treasury  may  prescribe)  or  any  interest 
in  other  property,  including  any  deposit  in  a 
financial  Institution,  traceable  to  such  coin 
or  currency  involved  in  a  transaction  or  at- 
tempted transaction  in  violation  of  section 
5313(a)  or  5324  of  title  31  may  be  seized  and 
forfeited  to  the  United  States  Government. 
No  property  or  interest  in  property  shall  be 
seized  or  forfeited  if  the  violation  is  by  a  do- 
mestic financial  institution  examined  by  a 
Federal  banli  supervisory  agency  or  a  finan- 
cial institution  regulated  by  the  Securities 
and  Exchange  Commission  or  a  partner,  di- 
rector, officer  or  employee  thereof." 

"(2)  No  property  shall  be  forfeited  under 
this  section  to  the  extent  of  the  interest  of 
an  owner  or  Uenholder  by  reason  of  any  act 
or  emission  established  by  that  owner  or 
Uenholder  to  have  been  committed  without 
the  Imowledge  of  that  owner  or  lienholder. 

"(b)  Any  property  subject  to  forfeiture  to 
the  United  States  under  subsection  (a)(1)(A) 
or  (aKl)(B)  of  this  section  may  be  seized  by 
the  Attorney  General  or,  with  respect  to 
property  involved  in  a  violation  of  section 
1956  of  this  title  investigated  by  the  Secre- 
tary of  the  Treasury,  may  be  seized  by  the 
Secretary  of  the  Treasury,  and  any  property 
subject  to  forfeiture  under  subsection 
(aXlKC)  of  this  section  may  be  seized  by 
the  Secretary  of  the  Treasury,  in  each  case 
upon  process  issued  pursuant  to  the  Supple- 
mental Rules  for  certain  Admiralty  and 
Maritime  Claims  by  any  district  court  of  the 
United  States  having  jurisdiction  over  the 
property,  except  that  seizure  without  such 
process  may  be  made  when— 


"(1)  the  seizure  is  pursuant  to  a  lawful 
arrest  or  search:  or 

"(2)  the  Attorney  General  or  the  Secre- 
tary of  the  Treasury,  as  the  case  may  be, 
has  obtained  a  warrant  for  such  seizure  pur- 
suant to  the  Federal  Rules  of  Criminal  Pro- 
cedure. In  which  event  proceedings  under 
subsection  (d)  of  this  section  shall  be  insti- 
tuted promptly. 

"(c)  Property  talien  or  detained  under  this 
section  shall  not  t>e  repleviable,  but  shall  be 
deemed  to  be  in  the  custody  of  the  Attorney 
General  •  *  •  the  case  may  l)e,  subject  only 
to  the  orders  and  decrees  of  the  court  or  the 
official  having  jurisdiction  thereof.  When- 
ever property  is  seized  under  this  subsec- 
tion, the  Attorney  General  or  the  Secretary 
of  the  Treasury,  as  the  case  may  be,  may— 

"(1)  place  the  property  under  seal; 

"(2)  remove  the  property  to  a  place  desig- 
nated by  him:  or 

"(3)  require  that  the  General  Services  Ad- 
ministration take  custody  of  the  property 
and  remove  it,  if  practicable,  to  an  appropri- 
ate l(x:ation  for  dist>osition  in  accordance 
with  law. 

"(d)  For  purposes  of  this  section,  the  pro- 
visions of  the  customs  laws  relating  to  the 
seizure,  summary  and  judicial  forfeiture, 
condemnation  of  property  for  violation  of 
the  customs  laws,  the  disposition  of  such 
property  or  the  pr<x:eeds  from  the  sale  of 
this  section,  the  remission  or  mitigation  of 
such  forfeitures,  and  the  compromise  of 
claims  (19  U.S.C.  1602  et  seq.),  insofar  as 
they  are  applicable  and  not  inconsistent 
with  the  provisions  of  this  section,  shall 
apply  to  seizures  and  forfeitures  incurred, 
or  alleged  to  have  been  incurred,  under  this 
section,  except  that  such  duties  as  are  im- 
posed upon  the  customs  officer  or  any  other 
person  with  respect  to  the  seizure  and  for- 
feiture of  property  under  the  customs  laws 
shall  be  performed  with  respect  to  seiziu-es 
and  forfeitures  of  property  imder  this  sec- 
tion by  such  officers,  agents,  or  other  per- 
sons as  may  l>e  authorized  or  designated 
•  •  • 

"(e)  Notwithstanding  any  other  provision 
of  the  law.  the  Attorney  General  or  the  Sec- 
retary of  the  Treasury,  as  the  case  may  be. 
is  authorized  to  retain  property  forfeited 
pursuant  to  this  section,  or  to  transfer  such 
property  on  such  terms  and  conditions  as  he 
may  determine  to— 
"(1)  any  other  Federal  agency:  or 
"(2)  any  State  or  local  law  enforcement 
agency  which  participated  directly  in  any  of 
the  acts  which  led  to  the  seizure  for  forfeit- 
ure of  the  property. 

The  Attorney  General  or  the  Secretary  of 
the  Treasury,  as  the  case  may  be.  shall 
ensure  the  equitable  transfer  pursuant  to 
paragraph  (2)  of  any  forfeited  property  to 
the  appropriate  State  or  local  law  enforce- 
ment agency  so  as  to  reflect  generally  the 
contribution  of  any  such  agency  participat- 
ing directly  in  any  of  the  acts  which  led  to 
the  seizure  or  forfeiture  of  such  property.  A 
decision  by  the  Attorney  General  or  the 
Secretary  of  the  Treasury  pursuant  to  para- 
graph (2)  shall  not  be  subject  to  review.  The 
United  States  shall  not  be  liable  in  any 
action  arising  out  of  the  use  of  any  property 
the  custody  of  which  was  transferred  pursu- 
ant to  this  section  to  any  non-Federal 
agency.  The  Attorney  General  or  the  Secre- 
tary of  the  Treasury  may  order  the  discon- 
tinuance of  any  forfeiture  proceedings 
under  this  section  in  favor  of  the  institution 
of  forfeiture  proceedings  by  State  or  local 
authorities  under  an  appropriate  State  or 
local  statute.  After  the  filing  of  a  •  •  •  ceed- 
ings  under  State  or  local  law.  Whenever  for- 


feiture proceedings  are  discontinued  by  the 
United  States  in  favor  of  State  or  local  pro- 
ceedings, the  United  States  may  transfer 
custody  and  possession  of  the  seized  proper- 
ty to  the  appropriate  State  or  local  official 
immediately  upon  the  initiation  of  the 
proper  actions  by  such  officials.  Whenever 
forfeiture  proceedings  are  discontinued  by 
the  United  States  in  favor  of  State  or  local 
proceedings,  notice  shall  be  sent  to  all 
Itnown  interested  parties  advising  them  of 
the  discontinuance  or  dismissal.  The  United 
States  shall  not  be  liable  in  any  action  aris- 
ing out  of  the  seizure,  detention,  and  trans- 
fer of  seized  property  to  State  or  local  offi- 
cials. 

"(f)  All  right,  title,  and  interest  in  proper- 
ty described  in  subsection  (a)  of  this  section 
shall  vest  in  the  United  States  upon  com- 
mission of  the  act  giving  rise  to  forfeiture 
under  this  section. 

"(g)  The  filing  of  an  indictment  or  infor- 
mation alleging  a  violation  of  law  which  is 
also  related  to  a  forfeiture  proceeding  under 
this  section  shall,  upon  motion  of  the 
United  States  and  for  good  cause  shown, 
stay  the  forfeiture  proceeding. 

"(h)  In  addition  to  the  venue  provided  for 
in  section  1395  of  title  28  or  any  other  provi- 
sion of  law,  in  the  case  of  property  of  a  de- 
fendant charged  with  a  violation  that  is  the 
basis  for  forfeiture  of  the  property  under 
this  section,  a  proceeding  for  forfeiture 
under  this  section  may  be  brought  in  the  ju- 
dicial district  in  which  the  defendant 
owning  such  property  is  found  or  in  the  ju- 
dicial district  in  which  the  criminal  prosecu- 
tion is  brought. 

"(i)  In  the  case  of  property  subject  to  for- 
feiture under  subsection  (a)(1)(B),  the  fol- 
lowing additional  provisions  shall  apply: 

"(1)  Notwithstanding  any  other  provision 
of  law,  whenever  property  is  civilly  or  crimi- 
nally forfeited  under  the  Controlled  Sub- 
stances Act,  the  Attorney  General  may  equi- 
tably transfer  any  conveyance,  currency, 
and  any  other  type  of  personal  property 
which  the  Attorney  General  may  designate 
by  regulation  for  equitable  transfer,  or  any 
amounts  realized  by  the  United  States  from 
the  sale  of  any  real  or  personal  property 
forfeited  under  the  Controlled  Substances 
Act  to  an  appropriate  foreign  country  to  re- 
flect generally  the  contribution  of  any  such 
foreign  country  participating  directly  or  in- 
directly in  any  acts  which  led  to  the  seizure 
or  forfeiture  of  such  property.  Such  proper- 
ty when  forfeited  pursuant  to  subsection 
(a)(1)(B)  of  this  section  may  also  be  trans- 
ferred to  a  foreign  country  pursuant  to  a 
treaty  providing  for  the  transfer  of  forfeited 
property  to  such  foreign  country.  A  decision 
by  the  Attorney  General  pursuant  to  this 
paragraph  shall  not  be  subject  to  review. 
The  foreign  country  shall,  in  the  event  of  a 
transfer  of  property  or  proceeds  of  sale  of 
property  under  this  subchapter,  bear  all  ex- 
penses incurred  by  the  United  States  in  the 
seizure,  maintenance,  inventory,  storage, 
forfeiture,  and  disposition  of  the  property, 
and  all  transfer  costs.  The  payment  of  all 
such  expenses,  and  the  transfer  of  assets 
pursuant  to  this  paragraph,  shall  be  upon 
such  terms  and  conditions  as  the  Attorney 
General  may,  in  his  discretion,  set. 

"(2)  The  provisions  of  this  section  shall 
not  be  construed  as  limiting  or  superseding 
any  other  authority  of  the  United  States  to 
provide  assistance  to  a  foreign  country  in 
obtaining  property  related  to  a  crime  com- 
mitted in  the  foreign  country,  including,  but 
not  limited  to,  property  which  is  sought  as 
evidence  of  a  crime  committed  In  the  for- 
eign country. 
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"(3)  A  certified  order  or  Judgment  of  for- 
feiture by  a  court  of  competent  Jurisdiction 
of  a  foreign  country  concerning  property 
which  is  the  subject  of  forfeiture  under  this 
section  and  was  determined  by  such  court  to 
be  the  type  of  property  described  in  subsec- 
tion (aXlKB)  of  this  section,  and  any  certi- 
fied recordings  or  truiscrtpts  of  testimony 
taken  in  a  foreign  Judicial  proceeding  con- 
cerning such  order  or  Judgment  of  forfelt- 
«re,  shall  be  admissible  in  evidence  In  a  pro- 
ceeding brought  pursuant  to  this  section. 
Such  certified  order  or  Judgment  of  foiteit- 
ure,  when  admitted  into  evidence,  ahall  con- 
stitute probable  cause  that  the  property  for- 
feited by  such  order  or  Judgment  of  foi<el«- 
ure  is  subject  to  forfeiture  under  this  sec- 
tloo  and  creates  a  rebuttable  presumption 
of  the  forfeitabillty  of  such  property  under 
this  section. 

"(4)  A  certified  order  or  Judgment  of  con- 
viction by  a  court  of  competent  Jurisdiction 
of  a  foreign  country  concerning  an  unlawful 
drug  activity  which  gives  rise  to  forfeiture 
under  this  section  and  any  certified  record- 
ings or  transcripts  of  testimony  taken  in  a 
foreign  judicial  proceeding  concerning  such 
order  or  Judgment  of  conviction  shall  be  ad- 
missible in  evidence  In  a  proceeding  brought 
pursuant  to  this  section.  Such  certified 
order  or  Judgment  of  conviction,  when  ad- 
mitted into  evidence,  creates  a  rebuttable, 
presumption  that  the  unlawful  drug  activity 
giving  rise  to  forfeiture  under  this  section 
has  occurred. 

"(5)  The  provisions  of  paragraphs  (3)  and 
(4)  of  this  subsection  shall  not  be  construed 
as  limiting  the  admissibility  of  any  evidence 
otherwise  admissible,  nor  shall  they  limit 
the  ability  of  the  United  States  to  establish 
probable  cause  that  property  is  subject  to 
forfeiture  by  any  evidence  otherwise  admis- 
sible. 

"(J)  For  purposes  of  this  section— 

"(1)  the  term  'Attorney  General'  means 
the  Attorney  General  or  his  delegate;  and 

"(2)  the  term  'Secretary  of  the  Treasury' 
means  the  Secretary  of  the  Ti3asury  or  his 
delegate. 
"§  982.  Criminal  forfeiture 

"(a)  The  court,  in  imposing  sentence  on  a 
person  convicted  of  an  offense  under  section 
1956  of  this  title  shall  order  that  the  person 
forfeit  to  the  United  States  any  property, 
real  or  personal,  which  represents  the  gross 
receipts  the  person  obtained,  directly  or  in- 
directly, as  a  result  of  such  offense,  or 
which  is  traceable  to  such  gross  receipts. 

"(b)  The  provisions  of  subsections  413  (c) 
and  (e)  through  (o)  of  the  Comprehensive 
Drug  Abuse  Prevention  and  Control  Act  of 
1970  (21  U.S.C.  853  (c)  and  (e)— (o))  shaU 
apply  to  property  subject  to  forfeiture 
under  this  section,  to  any  seizure  or  diposi- 
tion  thereof,  and  to  any  administrative  or 
Judicial  proceeding  in  relation  thereto,  if 
not  inconsistent  with  this  section.". 

(b)  The  chapter  analysis  of  part  1  of  title 
18,  United  States  Code,  is  amended  by  in- 
serting after  the  item  for  chapter  45  the  fol- 
lowing. 

"46.  Forfeiture 961". 

Sec.  1357.  If  any  provision  of  this  Subtitle 
or  any  amendment  made  by  this  Act,  or  the 
application  thereof  to  any  person  or  circum- 
stances is  held  Invalid,  the  provisions  of 
every  other  part,  and 

Subtitle  I— Armed  Career  Criminals 

SEC.  1401.  SERIOUS  DRUG  OFFENSES. 

(a)  The  second  sentence  of  subsection  (a) 
of  section  1202  of  title  VII  of  the  Omnibus 
Crime  Control  and  Safe  Streets  Act  of  1968 
(18  U.S.C.  App.  1202(a))  is  amended  by  strik- 
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ing  out  "for  robbery  or  burglary,  or  both." 
and  inserting  in  lieu  thereof  "for  a  crime  of 
violence  or  a  serious  drug  offense,  or  both,". 

(b)  Subsection  (c)  of  section  1202  of  title 
VII  of  such  Act  is  amended  by  striking  out 
paragraphs  (8)  and  (9)  and  Inserting  in  lieu 
thereof: 

"(8)  '8eri*us  drug  offense'  means— 

(i)  an  offense  for  which  a  maximum  term 
of  tapitaoaiDent  sf  ten  years  or  more  is  pre- 
scribed In  the  Controlled  Substances  Act  (21 
U,S.C.  801  et  aeq.),  the  Controlled  Sub- 
stances ImQort  and  Export  Act  (21  U,6.C. 
901  «t  seq.),  or  section  1  of  tte  Act  of  Sep- 
tember 19, 1980  (21  U.S.C.  955a  et.  seq.);  and 

"(II)  an  offense  under  State  law,  inrolvlilg 
manufacturing,  distributing,  possessing  with 
Medt  ta  nuuaif acture  or  distrlbule,  a  con- 
ttolled  substance  (as  defined  in  section  102 
of  the  Controlled  Substances  Act  (21  U.S.C. 
802)),  for  which  a  maximum  term  of  impris- 
onment of  ten  years  or  more  is  prescribed 
by  law:  and 

"(9)  'crime  of  violence'  means  any  offense 
punishable  by  imprisonment  for  a  term  ex- 
ceeding one  year  that— 

"(A)  has  as  an  element  the  use,  attempted 
use,  or  threatened  use  of  physical  force 
against  the  person  or  property  of  another; 
or 

"(B)  by  its  nature,  involves  a  substantial 
risk  that  physical  force  against  the  person 
or  property  of  another  may  be  used  in  the 
course  of  committing  the  offense.". 

Subtitle  J— Authorization  of  Appropriation 
for  Drug  Law  Enforcement 

SEC.  1451.  AUTHORIZATION  OF  APPROPRIATIONS. 

(a)  There  is  authorized  to  be  appropriated 
for  fiscal  year  1987  for  the  Department  of 
Justice  for  the  Drug  Enforcement  Adminis- 
tration. $438,000,000  of  which  $15,000,000 
shall  be  for  an  All  Source  Intelligence 
Center;  except,  that  notwithstanding  sec- 
tion 1345  of  title  31,  United  SUtes  Code, 
funds  made  available  to  the  Department  of 
Justice  for  the  Drug  Enforcement  Adminis- 
tration In  any  fiscal  year  may  be  used  for 
travel,  transportation,  and  subsistence  ex- 
pense of  State,  county,  and  local  officers  at- 
tending conferences,  meetings,  and  training 
courses  at  the  FBI  Academy,  Quantico,  Vir- 
ginia. 

(b)  There  is  authorized  to  be  appropriated 
for  fiscal  year  1987  for  the  i:>epartment  of 
Justice  for  the  Federal  Prison  System, 
$805,807,000  of  which  $179,000,000  shall  be 
for  the  construction  of  Federal  penal  and 
correctional  institutions. 

(c)  There  is  authorized  to  be  appropriated 
for  fiscal  year  1987  for  the  Judiciary  for  De- 
fender Services,  $88,000,000. 

(d)  There  is  authorized  to  be  appropriated 
for  fiscal  year  1987  for  the  Judiciary  for 
Fees  and  Expenses  of  Jurors  and  Commis- 
sioners, $54,500,000. 

(e)  There  is  authorized  to  l>e  appropriated 
for  fiscal  year  1987  for  the  Department  of 
Justice  for  the  Office  of  Justice  Assistance, 
$2,000,000  to  carry  out  a  pilot  prison  capac- 
ity program. 

(f)  There  is  authorized  to  be  appropriated 
for  fiscal  year  1987  for  the  Department  of 
Justice  for  the  United  States  Marshals  Serv- 
ice, $157,000,000. 

(g)  There  is  authorized  to  be  appropriated 
for  fiscal  year  1987  for  the  Department  of 
Justice  for  Support  of  United  States  prison- 
ers in  non-Federal  Institutions,  $59,000,000. 

(h)  There  is  authorized  to  be  appropriated 
for  fiscal  year  1987  for  the  Department  of 
Justice  for  the  Offices  of  the  United  States 
Attorneys,  $351,093,000. 


Subtitle  K— Controlled  Substances 
Production  Control 


Subtitle  L— SUte  and  Local  Narcotics 
Control  Assistance 

SEC.  1S5I.  SHORT  TfTLE. 

This  subtitle  mar  be  otted  as  the  "State 
and  Local  Law  Enfdioemcnt  AssMwue  Act 
of  IPM". 

SEC  1552.  OFFICE  OF  imTlCB  ASSISTANCE  DRUG 
GRANT  PROCIUa. 

(a)  Title  I  of  the  OmnAMs  Crhne  Control 
and  Safe  StreeU  Ad  of  1MB  (42  C.6.C.  3712 
et  seq.)  is  amended—         >  .. 

(1)  by  redesignating  ptftltufArt  N, 

(2)  by  redesignatiBg  amtm  ^901  as  sec- 
tion 1401,  and 

(3)  by  inserting  after  part  L  the  following 
new  part: 

"Part  H— Grants  roH  Drug  Law 
Enforcememt  Programs 

"nmCTIOM  OP  THE  ATTORlfEY  GENERAI. 

"Sec.  1301.  The  Attorney  General  shaU 
provide  funds  to  eligible  States  and  units  of 
local  government  pursuant  to  this  part. 

"'DESCRIPTION  OF  DRUG  LAW  ENFORCEMENT 
GRANT  PROGRAM 

"Sec.  1302.  The  Attorney  General  is  au- 
thorized to  make  grants  under  this  part  to 
States  for  the  purpose  of  enforcing  State 
and  local  laws  that  esUWish  offenses  simi- 
lar to  offenses  established  In  the  Controlled 
Substances  Act  (21  U.S.C.  801  et  seq.),  and 
to— 

"(1)  provide  additional  personnel,  equip- 
ment, facilities,  personnel  training,  and  sup- 
plies for  more  widespread  apprehension  of 
persons,  who  violate  SUte  laws  relating  to 
the  production,  possession,  and  transfer  of 
controlled  sut>stances  and  to  pay  operating 
expenses  (Including  the  purchase  of  evi- 
dence and  information)  Incurred  as  a  result 
of  apprehending  such  persons, 

"(2)  provide  additional  personnel,  equip- 
ment, facilities  (Including  upgraded  and  ad- 
ditional law  enforcement  crime  labs),  per- 
sonnel training,  and  supplies  for  more  wide- 
spread prosecution  of  persons  accused  of 
violating  such  State  laws  and  to  pay  operat- 
ing expenses  in  connection  with  such  pros- 
ecution, 

■■(3)  provide  additional  personnel  (Includ- 
ing Judges),  equipment,  personnel  training, 
and  supplies  for  more  widespread  adjudica- 
tion of  cases  involving  persons  accused  of 
violating  such  State  laws,  to -pay  operating 
expenses  In  connection  with  such  adjudica- 
tion, and  to  provide  quickly  temporary  fa- 
cilities In  which  to  conduct  adjudications  of 
such  cases, 

■"(4)  provide  additional  correctional  facili- 
ties (including  the  expansion  of  existing 
prisons)  for  the  detention  of  persons  con- 
victed of  violating  State  laws  relating  to  the 
production,  possession,  or  transfer  of  con- 
trolled substances,  and  to  establish  and  im- 
prove treatment  and  rehabilitative  counsel-  ' 
ing  provided  to  drug  dependent  persons  con- 
victed of  violating  State  laws, 

"(5)  conduct  programs  of  eradication 
aimed  at  destroying  wild  or  illicit  growth  of 
plant  species  from  which  controlled  sub- 
stances may  be  extracted,  and 

""(6)  to  conduct  demonstration  programs. 
In  conjimctlon  with  local  law  enforcement 
officials.  In  areas  In  which  there  is  a  high 
Incidence  of  drug  abuse  and  drug  trafficking 
to  expedite  the  prosection  of  major  drug  of- 
fenders by  providing  additional  resources, 
such  as  Investigators  and  prosecutors,  to 
Identify   major  drug  offenders  and   move 


26110 


CONGRESSIONAL  RECORD— SENATE 


September  25,  1986 


these  offenders  expeditiously  through  the 
Judicial  system. 

"APPUCATIONS  TO  RXCKIVK  GRAHTS 

"Stc.  1303.  (a)  To  request  a  grant  under 
section  1302.  the  chief  executive  officer  of  a 
State  shall  submit  to  the  Attorney  General 
an  application  at  such  time  and  in  such 
form  as  the  Attorney  General  may  require. 
Such  application  shall  include  a  statewide 
strategy  for  the  enforcement  of  State  laws 
relating  to  the  production,  possession,  and 
transfer  of  controlled  substances.  Such 
strategy  shall  be  prepared  after  consulta- 
tion with  State  and  local  officials  whose 
duty  it  is  to  enforce  such  laws.  Such  strate- 
gy shaU  include  an  assurance  that  following 
the  first  fiscal  year  covered  by  an  applica- 
tion and  each  fiscal  year  thereafter,  the  ap- 
plicant shall  submit  to  the  Bureau  or  the 
State,  as  the  case  may  be,  a  performance 
report  concerning  the  activities  carried  out 
pursuent  to  section  1302  of  this  title. 

"REPORTS 

"Sec.  1304.  (a)  Each  State  which  receives  a 
grant  under  under  section  1302  shall  submit 
to  the  Attorney  General,  for  each  year  in 
which  any  part  of  such  grant  is  expended  by 
a  State  or  local  government  entity,  a  report 
which  contains— 

"(1)  a  summary  of  the  activities  carried 
out  with  such  grant  and  an  assessment  of 
the  impact  of  such  activities  on  meeting  the 
needs  identified  in  the  State  strategy  sub- 
mitted under  section  1303,  suid 

'■(2)  such  other  information  as  the  Attor- 
ney General  may  require  by  rule. 
Such  report  shall  be  submitted  in  such  form 
and  by  such  time  as  the  Attorney  General 
may  require  by  rule. 

"(b)  Not  later  than  ninety  days  after  the 
end  of  each  fiscal  year  for  which  grants  are 
made  under  section  1302.  the  Attorney  Gen- 
eral shall  submit  to  the  Speaker  of  the 
House  of  Representatives  and  the  President 
pro  tempore  of  the  Senate  a  report  that  in- 
cludes with  respect  to  each  State— 

"(l)  the  aggregate  amount  of  such  grants 
made  to  such  State  for  such  fiscal  year, 

"(2)  the  amount  of  such  grants  expended 
for  each  of  the  five  general  purposes  speci- 
fied in  section  1302.  and 

"(3)  a  summary  of  the  information  provid- 
ed in  compliance  with  subsection  (a)(1). 

"EXPENDITURE  OF  GRANTS;  RECORDS 

"Sec.  1305.  (a)  A  grant  under  section  1302 
may  not  be  expended  for  more  than  75  per 
centum  of  the  cost  of  the  identified  uses,  in 
the  aggregate,  for  which  such  grant  is  re- 
ceived to  carry  out  any  one  of  the  five  gen- 
eral purposes  specified  in  section  1302.  The 
non-Federal  portion  of  the  expenditures  for 
such  uses  shsill  be  paid  in  cash. 

"(b)  Not  more  than  10  per  centum  of  a 
grant  under  section  1302  may  be  used  for 
costs  incurred  to  administer  such  grant. 

"(c)(1)  Each  State  which  receives  a  grant 
under  section  302  shall  keep,  and  shall  re- 
quire units  of  local  government  which  re- 
ceive any  part  of  such  grant  to  keep,  such 
records  as  the  Attorney  General  may  re- 
quire by  rule  to  facilitate  an  effective  audit. 

"(2)  The  Attorney  General  and  the  Comp- 
troller General  of  the  United  States  shall 
have  access,  for  the  purpose  of  audit  and  ex- 
amination, to  any  books,  documents,  and 
records  of  States  which  receive  grants,  and 
of  State  and  local  government  entities 
which  receive  any  part  of  a  grant,  made 
under  section  1302  if,  in  the  opinion  of  the 
Attorney  General  or  the  Comptroller  Gen- 
eral, such  books,  dociunents.  and  records  are 
related  to  the  receipt  or  use  of  any  such 
grant. 


"state  oetice 

"Sec.  1306.  (a)  The  chief  executive  of  each 
participating  State  shall  designate  a  State 
office  for  purposes  of— 

"(1)  preparing  an  application  to  obtain 
funds  under  section  1302  of  this  title:  and 

"(2)  administering  funds  received  under 
such  section  from  the  Bureau,  including  re- 
ceipt, review,  processing,  monitoring, 
progress  and  financial  report  review,  techni- 
cal assistance,  grant  adjustments,  account- 
ing, auditing,  and  fund  disbursements. 

"(b)  An  office  or  agency  performing  other 
functions  within  the  executive  branch  of  a 
State  may  be  designated  to  carry  out  the 
functions  specified  in  subsection  (a).". 

(b)(1)  Subsections  (a)  and  (b)  of  section 
401  of  title  I  of  the  Omnibus  Crime  Control 
and  Safe  Streets  Act  of  1968  (42  U.S.C. 
3741)  are  each  amended  by  striking  out 
"part  E"  and  inserting  in  lieu  thereof  "parts 
E  and  M". 

(2)  Section  801(b)  of  title  I  of  the  Omni- 
bus Crime  Control  and  Safe  Streets  Act  of 
1968  (42  U.S.C.  3782(b))  is  amended— 

(A)  by  striking  out  "parts  D  and  E"  and 
inserting  in  lieu  thereof  "parts  D,  E.  and 
M".  and 

(B)  by  striking  out  "part  D "  each  place  it 
appears  and  inserting  in  lieu  thereof  "parts 
D  and  M". 

(3)  Section  802(b)  of  title  I  of  the  Omni- 
bus Crime  Control  and  Safe  Streets  Act  of 
1968  (42  U.S.C.  3783(b))  is  amended  by  in- 
serting "or  M  '  after  "part  D". 

(4)  Section  808  of  title  I  of  the  Omnibus 
Crime  Control  and  Safe  Streets  Act  of  1968 
(42  U.S.C.  3789)  is  amended  by  inserting  "or 
1306,  as  the  case  may  be,"  after  "section 
408". 

(5)  The  table  of  contents  of  title  I  of  the 
Omnibus  Crime  Control  and  Safe  Streets 
Act  of  1968  (42  U.S.C.  3711  et  seq.)  is 
amended  by  striking  out  the  items  relating 
to  part  M  and  section  1301.  and  inserting  in 
lieu  thereof  the  following  new  items: 

"Part  M— Grants  for  Drug  Law 
Enforcement  Programs 

"Sec.  1301.  Function  of  the  Attorney  Gener- 
al. 

"Sec.  1302.  Description  of  drug  law  enforce- 
ment grant  program. 

"Sec.  1303.  Applications  to  receive  grants. 

"Sec.  1304.  Reports. 

"Sec.  1305.  Expenditure  of  grants:  records. 

"Sec.  1306.  State  office. 

"Part  N— Transition— Effective  Date- 
Repealer 

"Sec.  1401.  Continuation  of  rules,  authori- 
ties, and  proceedings.", 
(c)  Section  1001  of  title  I  of  the  Omnibus 
Crime  Control  and  Safe  Streets  Act  of  1968 
(42  U.S.C.  3793)  is  amended— 

(1)  in  subsection  (a)— 

(A)  in  paragraph  (3)  by  striking  out  "and 
I"  and  inserting  in  lieu  thereof  "L.  and  M", 

(B)  by  redesignating  paragraph  (6)  as 
paragraph  (7),  and 

(C)  by  inserting  after  paragraph  (5)  the 
following  new  paragraph: 

"(6)  There  are  authorized  to  be  appropri- 
ated $115,000,000  for  fiscal  year  1987, 
$115,000,000  for  fiscal  year  1988,  and 
$115,000,000  for  fiscal  year  1989.  to  carry 
out  the  programs  under  part  H  of  this 
title.",  and 

(2)  in  subsection  (b)  by  striking  out  "and 
E"  and  inserting  in  lieu  thereof  ",  E,  and 
H". 


Subtitle  M— Study  on  the  Use  of  Existing 
Federal  Buildings  as  Prisons 

SEC.  ISOl.  STUDY  REQUIRED. 

(a)  Within  90  days  of  the  date  of  enact- 
ment of  this  Act,  the  Secretaiy  of  Defense 
shall  provide  to  the  Attorney  General— 

(Da  list  of  all  sites  under  the  Jurisdiction 
of  the  Department  of  Defense  including  fa- 
cilities beyond  the  excess  and  surplus  prop- 
erty inventories  whose  facilities  or  a  portion 
thereof  could  be  used,  or  are  being  used,  as 
detention  facilities  for  felons,  especially 
those  who  are  a  Federal  responsibility  such 
as  illegal  alien  felons  and  major  narcotics 
traffickers: 

(2)  a  statement  of  fact  on  how  such  facili- 
ties could  be  used  as  detention  facilities 
with  detailed  descriptions  on  their  actual 
daily  percentage  of  use;  their  capacities  or 
rated  capacities;  the  time  periods  they  could 
be  utilized  as  detention  facilities:  the  cost  of 
converting  such  facilities  to  detention  facili- 
ties: and.  the  cost  of  maintaining  them  as 
such:  and 

(3)  in  consultation  with  the  Attorney  Gen- 
eral, a  statement  showing  how  the  Depart- 
ment of  Defense  and  the  Department  of 
Justice  would  administer  and  provide  staff- 
ing responsibilities  to  convert  and  maintain 
such  detention  facilities. 

(b)  Copies  of  the  report  and  analysis  re- 
quired by  subsection  (a)  shall  be  provided  to 
the  Congress. 

Subtitle  N— Drug  Law  Enforcement 
Cooperation  Study 

SEC.  1651.  drk;  law  enforcement  coopera- 
tion STIDY. 

(a)  The  National  Drug  Enforcement 
Policy  Board,  in  consultation  with  the  Na- 
tional Narcotics  Border  Interdiction  System 
and  State  and  local  law  enforcement  offi- 
cials, shall  study  Federal  drug  law  enforce- 
ment efforts  and  make  recommendations  as 
provided  in  subsection  (b).  The  Board  shall 
report  to  Congress  within  180  days  of  enact- 
ment of  this  subtitle  on  its  findings  and  con- 
clusions. 

(b)  The  report  of  the  Board  shall  include 
recommendations  on— 

(1)  the  means  of  improving  the  Nations 
drug  interdiction  programs: 

(2)  the  relative  effectiveness  and  efficien- 
cy of  various  law  enforcement  strategies,  in- 
cluding interdiction; 

(3)  ways  to  maximize  coordination  and  co- 
operation among  Federal,  State,  local  drug 
law  enforcement  agencies:  and 

(4)  ways  to  maximize  coordination  and  co- 
operation between  the  several  Federal  agen- 
cies involved  with  drug  interdiction,  along 
with  a  recommendation  on  the  transfer  of 
mission  from  one  agency  to  another. 

Subtitle  O— Arrest  Authority  for  INS 
Officers 

Subtitle  P— Narcotics  Traffickers 
Deportation  Act 

SEC.  1751.  amendment  TO  THE  IMMIGRATION  AND 
nationality  ACT. 

(a)  Section  212(a)(23)  of  the  Immigration 
and  Nationality  Act  (8  U.S.C.  1182(a)(23))  is 
amended— 

(1)  by  striking  out  "any  law  or  regulation 
relating  to"  and  all  that  follows  through 
"addiction-sustaining  opiate"  and  inserting 
in  lieu  thereof  "any  law  or  regulation  of  a 
State,  the  United  States,  or  a  foreign  coun- 
try relating  to  a  controlled  substance  (as  de- 
fined in  section  102  of  the  Controlled  Sub- 
stances Act  (21  U.S.C.  802))";  and 

(2)  by  striking  out  "any  of  the  aforemen- 
tioned drugs"  and  inserting  in  lieu  thereof 
"any  such  controlled  substance". 
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(b>  Section  241(a>(ll)  of  such  Act  (8 
U.S.C.  1251(a)(ll))  is  amended  by  striking 
out  "any  law  or  regulation  relating  to"  and 
all  that  follows  through  "addiction-sustain- 
ing opiate"  and  inserting  in  lieu  thereof 
"any  law  or  regulation  or  a  State,  the 
United  States,  or  a  foreign  country  relating 
to  a  controlled  substance  (as  defined  in  sec- 
tion 102  of  the  Controlled  Substances  Act 
(21  U.S.C.  802))". 

(c)  The  amendments  made  by  this  section 
shall  apply  to  convictions  occurring  before, 
on,  or  after  the  date  of  the  enactment  of 
this  part,  and  the  amendments  made  by 
subsection  (a)  shall  apply  to  aliens  entering 
the  United  States  after  the  date  of  the  en- 
actment of  this  part. 

Subtitle  Q— Federal  Drug  Law  Enforcement 
Agent  Protection  Act  of  1986 

SEC.  1771.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Federal 
Drug  Law  Enforcement  Agent  Protection 
Act  of  1986". 

SEC.  1772.  AMENDMENT  TO  THE  CONTROLLED  SUB- 
STANCES ACT. 

Subsection  (e)  of  section  511  of  the  Con- 
trolled Substances  Act  (21  U.S.C.  881(e))  is 
amended  by— 

(1)  inserting  after  "(e)"  the  following: 
"(1)"; 

(2)  redesignating  paragraphs  (1),  (2),  (3). 
and  (4)  as  subparagraphs  (A),  (B).  (C),  and 
(D),  respectively;  and 

(3)  striking  out  the  matter  following  sub- 
paragraph (D),  as  redesignated,  and  insert- 
ing in  lieu  thereof  the  following; 

"(2)(A)  The  proceeds  from  any  sale  under 
subparagraph  (B)  of  paragraph  (1)  and  any 
moneys  forfeited  under  this  title  shall  be 
used  to  pay— 

"(i)  all  property  expenses  of  the  proceed- 
ings for  forfeiture  and  sale  including  ex- 
penses of  seizure,  maintenance  of  custody, 
advertising,  and  court  costs;  and 

"(ii)  awards  of  up  to  $100,000  to  any  indi- 
vidual who  provides  original  information 
which  leads  to  the  arrest  and  conviction  of  a 
person  who  kills  or  kidnaps  a  Federal  drug 
law  enforcement  agent. 

Any  award  paid  for  information  concerning 
the  killing  or  kidnapping  of  a  Federal  drug 
law  enforcement  agent,  as  provided  in 
clause  (ii),  shall  be  paid  at  the  discretion  of 
the  Attorney  General. 

"(B)  The  Attorney  General  shall  forward 
to  the  Treasurer  of  the  United  States  for 
deposit  in  accordance  with  section  524(c)  of 
title  28,  United  States  Code,  any  amounts  of 
such  moneys  and  proceeds  remaining  after 
payment  of  the  expenses  provided  in  sub- 
paragraph (A).". 
Subtitle  R— Common  Carrier  Operation 
Under  the  Influence  of  Alcohol  or  Drugs 

SEC.  1791.  OFFENSE. 

(a)  Part  I  of  title  18.  United  States  Code, 
is  amended  by  inserting  after  chapter  17  the 
following; 

"CHAPTER  17A-COMMON  CARRIER 
OPERATION  UNDER  THE  INFLUENCE 
OF  ALCOHOL  OR  DRUGS 

"Sec. 

"341.  Definitions. 

"342.  Operation  of  a  common  carrier  under 

the    influence    of    alcohol    or 

drugs. 
"343.  Presumptions. 
"§341.  Dcflnitions 

"As  used  in  this  chapter,  the  term 
'common  carrier'  means  a  rail  carrier,  a 
sleeping  car  carrier,  a  bus  transporting  pas- 
sengers in  interstate  commerce,  a  water 
common  carrier,  and  an  air  common  carrier. 


"§  342.  Operation  of  a  common  carrier  under  the 

influence  of  alcohol  or  drugs 

"Whoever  operates  or  directs  the  oper- 
ation of  a  common  carrier  while  under  the 
influence  of  alcohol  or  drugs,  shall  be  im- 
prisoned not  more  than  five  years  or  fined 
not  more  than  $10,000,  or  both. 
"§  343.  Presumptions 

"For  purposes  of  this  chapter— 

"'(1)  an  individual  with  a  blood  alcohol 
content  of  .10  or  more  shall  be  conclusively 
presumed  to  be  under  the  influence  of  alco- 
hol: and 

"'(2)  an  individual  shall  be  conclusively 
presumed  to  be  under  the  influence  of  drugs 
if  the  quantity  of  the  drug  in  the  system  of 
the  individual  would  be  sufficient  to  Impair 
the  perception,  mental  processes,  or  motor 
functions  of  the  average  individual.". 

(b)  The  table  of  chapters  for  part  I  of  title 
18,  United  States  Code,  is  amended  by 
adding  after  the  item  for  chapter  17  the  fol- 
lowing; 

"'17A.   Common   Carrier   Operation   Under 
the    Influence   of   Alcohol    or 
Drugs 
Subtitle  S— Freedom  of  Information  Act 

SEC.  IgOl.  LAW  ENFORCEMENT. 

(a)  Section  552(b)(7)  of  title  5,  United 
States  Code,  is  amended  to  read  as  follows; 

"(7)  records  or  information  compiled  for 
law  enforcement  purposes,  but  only  to  the 
extent  that  the  production  of  such  law  en- 
forcement records  or  information  (A)  could 
reasonably  be  expected  to  interfere  with  en- 
forcement proceedings,  (B)  would  deprive  a 
person  of  a  right  to  a  fair  trial  or  an  impar- 
tial adjudication.  (C)  could  reasonably  be 
expected  to  constitute  an  unwarranted  inva- 
sion of  personal  privacy,  (D)  could  reason- 
ably be  expected  to  disclose  the  identity  of  a 
confidential  source,  including  a  State,  local, 
or  foreign  agency  or  authority  or  any  pri- 
vate institution  which  furnished  informa- 
tion on  a  confidential  basis,  and,  in  the  case 
of  a  record  or  information  compiled  by 
criminal  law  enforcement  authority  in  the 
course  of  a  criminal  investigation  or  by  an 
agency  conducting  a  lawful  national  securi- 
ty intelligence  investigation,  information 
furnished  by  a  confidential  source,  (E) 
would  disclose  techniques  and  procedures 
for  law  enforcement  investigations  or  pros- 
ecutions, or  would  disclose  guidelines  for 
law  enforcement  investigations  or  prosecu- 
tions if  such  disclosure  could  reasonably  be 
expected  to  risk  circumvention  of  the  law, 
or  (F)  could  reasonably  be  expected  to  en- 
danger the  life  or  physical  safety  of  any 
natural  person;". 

(b)  Section  552(a)  of  title  5,  United  States 
Code,  is  amended  by  adding  after  paragraph 
(6)  thereof  the  following  new  paragraph: 

■"(7)  Nothing  in  this  section  shall  be 
deemed  applicable  in  any  way  to  the  inform- 
ant record  maintained  by  a  law  enforcement 
agency  under  an  informant's  name  or  per- 
sonal identifier,  whenever  access  to  such 
records  is  sought  by  a  third  party  according 
to  the  informant's  name  or  personal  identi- 
fier.". 

SEC.  1802.  ORGANIZED  CRIME. 

Section  552  of  title  5,  United  States  Code, 
is  amended  by  redesignating  subsections  (c), 
(d).  and  (e)  as  subsections  (d).  (e).  and  (f). 
respectively,  and  by  inserting  after  subsec- 
tion (b)  the  following  new  subsection: 

"(c)  Nothing  in  this  section  shall  be 
deemed  applicable  to  documents  compiled  in 
any  lawful  Investigation  of  organized  crime, 
designated  by  the  Attorney  General  for  the 
purposes  of  this  subsection  and  conducted 
by  a  criminal  law  enforcement  authority  for 


law  enforcement  purposes,  if  the  requested 
document  was  first  generated  or  acquired  by 
such  law  enforcement  authority  within  five 
years  of  the  date  of  the  request,  except 
where  the  agency  determines  pursuant  to 
regulations  promulgated  by  the  Attorney 
General  that  there  is  an  overriding  public 
interest  in  earlier  disclosure  or  in  longer  ex- 
clusion not  to  exceed  three  years.  Notwith- 
standing any  other  provision  of  law.  no  doc- 
ument described  in  the  preceding  sentence 
may  be  destroyed  or  otherwise  disposed  of 
until  the  document  is  available  for  disclo- 
sure in  accordance  with  subsections  (a)  and 
(b)  of  this  section  for  a  period  of  not  less 
than  ten  years.". 

(b)  Subsection  (f)  of  title  5.  United  SUtes 
Code  (as  redesignated),  is  amended  by— 
striking  out  the  comma  after  "section"  and 
inserting  a  dash; 

(2)  by  designating  the  matter  that  follows 
as  clause  (1); 

(3)  by  striking  the  period  at  the  end  there- 
of and  inserting  '";  and";  and 

(4)  by  inserting  at  the  end  thereof: 

"(2)  organized  crime'  means  those  struc- 
tured and  disciplined  associations  of  individ- 
uals or  of  groups  of  individuals  who  are  as- 
sociated for  the  purpose  of  obtaining  mone- 
tary or  commercial  gains  or  profits,  wholly 
or  in  part  by  illegal  means,  while  generally 
seeking  to  protect  and  promote  their  activi- 
ties through  a  pattern  of  graft  or  corrup- 
tion, and  whose  associations  generally  ex- 
hibits the  following  characteristics: 

"(A)  their  illegal  activities  are  conspirato- 
rial. 

"(B)  in  at  least  part  of  their  activities, 
they  commit  acts  of  violence  or  other  acts 
which  are  likely  to  intimidate, 

"(C)  they  conduct  their  activities  in  a  me- 
thodical or  systematic  and  in  a  secret  fash- 
ion. 

"(D)  they  insulate  their  leadership  from 
direct  involvement  in  illegal  activities  by 
their  organizational  structure. 

■"(E)  they  attempt  to  gain  influence  in 
government.  politics.  and  commerce 
through  corruption,  graft,  and  illegitimate 
means,  and 

"(P)  they  engage  in  patently  illegal  enter- 
prises such  as  dealing  in  drugs,  gambling, 
loan-sharking,  labor  racketeering,  or  in  the 
investment  of  illegally  obtained  funds  in  le- 
gitimate businesses.". 

Subtitle  T— Prohibition  on  the  Interstate 
Sale  and  Transportation  of  Drug  Para- 
phernalia 

SEC.  1821.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Mail 
Order  Drug  Paraphernalia  Control  Act ". 

SEC.  1822.  OFFENSE. 

(a)  It  is  unlawful  for  any  person— 

(1)  to  make  use  of  the  services  of  the 
Postal  Service  or  other  interstate  convey- 
ance as  part  of  a  scheme  to  sell  drug  para- 
phernalia; 

(2)  to  offer  for  sale  and  transportation  in 
interstate  or  foreign  commerce  drug  para- 
phernalia; 

(3)  to  import  or  export  drug  parapherna- 
lia. 

(b)  Anyone  convicted  of  an  offense  under 
subsection  (a)  of  this  section  shall  be  impris- 
oned for  not  more  than  three  years  and 
fined  not  more  than  $100,000. 

(c)  Any  drug  paraphernalia  involved  in 
any  violation  of  subsection  (a)  of  this  sec- 
tion shall  be  subject  to  seizure  and  forfeit- 
ure. Any  such  paraphernalia  shall  be  deliv- 
ered to  the  Administrator  of  General  Serv- 
ices. General  Services  Administration,  who 
may  order  such  paraphernalia  destroyed  or 
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may  authorize  its  use  for  law  enforcement 
or  educational  purposes  by  Federal.  State, 
or  local  authorities. 

(d)  The  term  "drug  paraphernalia"  means 
any  equipment,  product,  or  material  of  any 
kind  which  is  primarily  intended  or  de- 
signed for  use  in  manufacturing,  compound- 
ing, converting,  concealing,  producing,  proc- 
essing, preparing,  injecting,  ingesting,  inhal- 
ing, or  otherwise  introducing  into  the 
himian  body  a  controlled  substance  in  viola- 
tion of  the  Controlled  Sustances  Act  (title  II 
of  Public  Law  91-513).  It  includes,  but  is  not 
limited  to,  items  primarily  intended  or  de- 
signed for  use  in  ingesting,  inhaling,  or  oth- 
erwise introducing  marijuana,  cocaine, 
hashish,  hashish  oil,  PCP.  or  amphetimines 
into  the  human  body,  such  as: 

(1)  metal,  wooden,  acrylic,  glass,  stone, 
plastic,  or  ceramic  pipes  with  or  without 
screens,  permanent  screens,  hashish  heads, 
or  punctured  metal  bowls: 

(2)  water  pipes: 

(3)  carburetion  tubes  and  devices: 

(4)  smolung  and  carburetion  maslcs; 

(5)  roach  clips:  meaning  objects  used  to 
hold  burning  material,  such  as  a  marihuana 
cigarette,  that  has  become  too  small  or  too 
short  to  be  held  in  the  hand: 

(6)  miniature  spoons  with  level  capacities 
of  one-tenth  cubic  centimeter  or  less; 

(7)  chamber  pipes: 

(8)  carburetor  pipes: 

(9)  electric  pipes: 

(10)  air-driven  pipes: 
(ll)chillums: 

(12)  bongs: 

(13)  ice  pipes  or  chillers: 

(14)  wired  cigarette  papers:  or 

(15)  cocaine  freebase  luts. 

(e)  In  determining  whether  an  item  consti- 
tutes drug  paraphernalia,  in  addition  to  all 
other  logically  relevant  factors,  the  follow- 
ing may  be  considered: 

(1)  instructions,  oral  or  written,  provided 
with  the  item  concerning  its  use: 

(2)  descriptive  materials  accompanying 
the  item  which  explain  or  depict  its  use: 

(3)  national  and  local  advertising  concern- 
ing its  use: 

(4)  the  manner  in  which  the  item  is  de- 
played  for  sale: 

(5)  whether  the  owner,  or  anyone  in  con- 
trol of  the  item,  is  a  legitimate  supplier  of 
like  or  related  items  to  the  community,  such 
as  a  licensed  distributor  or  dealer  of  tobacco 
products: 

(6)  direct  or  circumstantial  evidence  of  the 
ratio  of  sales  of  the  item(s)  to  the  total  sales 
of  the  business  enterprise: 

(7)  the  existence  and  scope  of  legitimate 
users  of  the  item  in  the  community:  and 

(8)  expert  testimony  concerning  its  use. 
(f )  This  subtitle  shall  not  apply  to— 

(1)  any  person  authorized  by  local.  State. 
or  Federal  law  to  manufacture,  possess,  or 
distribute  such  items:  or 

(2)  any  person  or  entity  that,  in  the 
normal  lawful  course  of  business,  imports, 
exports,  transports,  or  sells  thorugh  the 
mail  or  by  any  other  means  any  pipe,  paper, 
or  accessory  primarily  intended  for  use  with 
tobacco  products. 

9KC.  1823.  EFFECTIVE  DATE. 

This  subtitle  shall  become  effective  ninety 
days  after  the  date  of  enactment  of  this 
subtitle. 

Subtitle  D— Manufacturing  Operations 

SEC  IMl.  MANUFACTURING  OPERATION. 

(a)  Part  D  of  the  Controlled  Substances 
Act  is  amended  by  adding  at  the  end  thereof 
the  following  new  section: 


"ESTABUSKKKHT  OP  MAITOrACTimiNG 
OPERATIONS 

"Sec.  416.  (a)  Except  as  authorized  by  this 
title,  it  shall  be  unlawful  to— 

"(1)  luiowingly  open  or  maintain  any  place 
for  the  purpose  of  manufacturing,  distribut- 
ing, or  using  any  controlled  substance: 

"(2)  manage  or  control  any  building, 
room,  or  enclosure,  either  as  an  owner, 
lessee,  agent,  employee,  or  mortgagee,  and 
knowingly  and  intentionally  rent,  lease,  or 
make  available  for  use,  with  or  without  com- 
pensation, the  building,  room,  or  enclosure 
for  the  purpose  of  unlawfully  manufactur- 
ing, storing,  distributing,  or  using  a  con- 
trolled substance. 

"(b)  Any  person  who  violates  subsection 
(a)  of  this  section  shall  be  sentenced  to  a 
term  of  imprisonment  of  not  more  than  20 
years  or  a  fine  of  not  more  than  $500,000.  or 
both,  or  a  fine  of  $2,000,000  for  a  person 
other  than  an  Uidividual.". 

(b)  Section  405 A  of  the  Controlled  Sub- 
stances Act  is  amended— 

(1)  in  subsection  (a)  by  inserting  after 
"section  401(a)(1)"  the  following:  "or  sec- 
tion 416":  and 

(2)  in  subsection  (b)  by  inserting  after 
"section  401(aKl)"  the  following:  "or  sec- 
tion 416". 

Subtitle  Y— Controlled  Substances 
Technical  Amendments 
Sec.  1861.  Subsection  (a)  of  section  212  of 
the  Comprehensive  Crime  Control  Act  of 
1984  is  amended  in  section  3672  (formerly 
section  3656)  of  title  18  of  the  United  States 
Code  by  adding  at  the  end  thereof: 

"He  shall  have  the  authority  to  contract, 
subject  to  appropriations,  with  any  appro- 
priate public  or  private  agency  or  person  for 
the  detection  of  and  care  in  the  community 
of  an  offender  who  is  an  addict  or  a  drug-de- 
pendent person  within  the  meaning  of  sec- 
tion 2  of  the  Public  Health  Service  Act  (42 
U.S.C.  201).  This  authority  shall  include, 
but  not  be  limited  to.  providing  equipment 
and  supplies:  testing,  medical,  educational, 
social,  psychological,  and  vocational  serv- 
ices: corrective  and  preventive  guidance  and 
training:  and  other  rehabilitative  services 
designed  to  protect  the  public  and  benefit 
the  addict  by  eliminating  his  dependence  on 
addicting  drugs,  or  by  controlling  his  de- 
pendence and  his  susceptibility  to  addiction. 
He  may  negotiate  and  award  such  contracts 
without  regard  to  section  3709  of  the  Re- 
vised Statutes  (41  U.S.C.  5). 

"He  shall  pay  for  presentence  studies  and 
reports  by  qualified  consultants  and  presen- 
tence examinations  and  reports  by  psychiat- 
ric or  psychologicaJ  examiners  ordered  by 
the  court  under  section  3552  (b)  or  (c) 
except  for  studies  conducted  by  the  Bureau 
of  Prisons.". 

Sec.  1862.  Section  608  of  the  Tariff  Act  of 
1930  (19  U.S.C.  1608)  is  amended  in  the  sen- 
tence beginning  •  •  •  the  filing",  by  striking 
out  "$2,500"  and  inserting  in  lieu  thereof 
"$5,000". 

Sec.  1863.  (a)  Subsection  (c)  of  section  616 
of  the  Tariff  Act  of  1930  (19  U.S.C.  1616(c)) 
as  enacted  by  Public  Law  98-573  is  amended 
by  inserting  "any  other  Federal  agency  or 
to"  after  "property  forfeited  under  this  Act 
to". 

(b)  Section  616  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1616)  is  enacted  by  Public  Law 
98-473  is  repealed. 

Sec.  1864.  Section  413  of  title  II  of  the 
Comprehensive  Drug  Abuse  Prevention  and 
Control  Act  of  1970  (21  U.S.C.  853)  is 
amended— 

(1)  in  subsection  (c)  by  striking  out  "(o)" 
and  inserting  in  lieu  thereof  "(n)": 


(2)  in  subsection  (f)  by  striking  out  "sub- 
section (f)"  and  inserting  in  lieu  thereof 
"subsection  (e)":  and 

(3)  in  subsection  (k)  by  striking  out  "(o)" 
and  inserting  in  lieu  thereof  "(n)". 

Sec.  1865.  (a)  Subsection  (b)  of  section  511 
of  the  Comprehensive  Drug  Abuse  Preven- 
tion and  Control  Act  of  1970  (21  U.S.C. 
881(b))  is  amended— 

(1)  by  striking  out  "or  criminal"  after 
"Any  property  subject  to  civil": 

(2)  in  paragraph  (4)  by  striking  out  "or 
criminal"  after  "is  subject  to  civil":  and 

(3)  by  adding  the  following  at  the  end 
thereof: 

"The  Government  may  request  the  issu- 
ance of  a  warrant  authorizing  the  seizure  of 
property  subject  to  forfeiture  under  this 
section  in  the  same  maimer  as  provided  for 
a  search  warrant  imder  the  Federal  Rules  of 
Criminal  Procedure.". 

(b)  Subsection  (i)  of  section  511  of  the 
Comprehensive  Drug  Abuse  Prevention  and 
Control  Act  of  1970  (21  U.S.C.  881(1))  is 
amended  by  inserting  ".  or  a  violation  of 
State  or  local  law  that  could  have  been 
charged  under  this  title  or  title  III."  after 
•title  III". 

Sec.  1866.  (a)  Subparagraph  (E)  of  section 
524(c)(1)  of  title  28  of  the  United  SUtes 
Code  is  amended  by  inserting  "the  Federal 
Bureau  of  Investigation,  the  United  States 
Marshals  Service,"  after  the  words  "for  offi- 
cial use  by",  and  by  inserting  a  comma 
before  the  word  "or". 

(b)  Paragraph  (4)  of  section  524(c)  of  title 
28  of  the  United  States  Code  is  amended  by 
strilung  out  "remaining  after  the  payment 
of  expenses  for  forfeiture  and  sale  author- 
ized by  law"  and  inserting  in  lieu  thereof  ", 
except  all  proceeds  of  forfeitures  available 
for  use  by  the  Secretary  of  the  Treasury  or 
the  Secretary  of  the  Interior  pursuant  to 
section  11(d)  of  the  Endangered  Species  Act 
(16  U.S.C.  1540(d))  or  section  6(d)  of  the 
Lacey  Act  Amendments  of  1981  (16  U.S.C. 
3375(d))". 

DRUG  ENPORCEMENT  AMENDMENTS  i  CHAPTER  VI 

Sec.  1867.  Paragraph  (14)  of  section  102  of 
the  Controlled  Substances  Act  (21  U.S.C. 
802(14))  is  amended  in  the  second  and  third 
sentences  by  striking  out  the  word  "the" 
after  the  words  "the  term  isomer'  means" 
and  inserting  in  lieu  thereof  "any". 

Sec.  1868.  Paragraph  (4)  of  subsection  (a) 
of  schedule  II  of  the  Controlled  Substances 
Act  (21  U.S.C.  812)  is  amended  to  read  as 
follows: 

"(4)  coca  leaves,  except  coca  leaves  and  ex- 
tracts of  coca  leaves  from  which  cocaine,  ec- 
gonine,  and  derivatives  of  ecgonine  or  their 
salts  have  been  removed:  cocaine,  its  salts, 
optical  and  geometric  isomers,  and  salts  of 
isomers:  ecgonine,  its  derivatives,  their  sales, 
isomers,  and  salts  of  isomers:  or  any  com- 
pound, mixture,  or  preparation  which  con- 
tains any  quantity  of  any  of  the  sulistances 
referred  to  in  this  paragraph.". 

Sec.  1869.  Subsection  (b)  of  section  405 A 
of  the  Controlled  Substances  Act  (21  U.S.C. 
845a(b))  is  amended  by  inserting  "parole" 
after  "(2)  at  least  three  times  any  special". 

Sec.  1870.  Section  503(a)  of  the  Controlled 
Substances  Act  (21  U.S.C.  873(a))  is  amend- 
ed by— 

(1)  striking  out  "and"  at  the  end  of  para- 
graph (5): 

(2)  striking  out  the  period  at  the  end  of 
paragraph  (6)  and  inserting  in  lieu  thereof 
":  and":  and 

(3)  adding  at  the  end  thereof  the  follow- 
ing: 
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"(7)  notwithstanding  any  other  provision 
of  law,  enter  into  contractual  agreements 
with  State  and  local  law  enforcement  agen- 
cies to  provide  for  cooperative  enforcement 
and  regulatory  activities  under  this  Act.". 

Sec.  1871.  Section  508  of  the  Controlled 
Substances  Act  (21  U.S.C.  878)  is  amended 
by- 

(1)  inserting  "(a)"  before  "Any  officer  or 
employee"; 

(2)  inserting  after  "Drug  Enforcement  Ad- 
ministration" the  following:  "or  any  State 
or  local  law  enforcement  officer";  and 

(3)  adding  at  the  end  thereof  the  follow- 
■  ing  new  subsection: 

"(b)  State  and  local  law  enforcement  offi- 
cers performing  functions  under  this  section 
shall  not  be  deemed  Federal  employees  and 
shall  not  be  subject  to  provisions  of  law  re- 
lating to  Federal  employees:  except  that 
such,  officers  shall  be  subject  to  section 
3374(c)  of  title  5,  United  States  Code. 

Sec.  1872.  Paragraph  (1)  of  section  1010(b) 
of  the  Controlled  Substances  Import  and 
Export  Act  (21  U.S.C.  960(b)(1))  is  amend- 
ed— 

(1)  in  subparagraph  (A)  by  striking  out 
clauses  (i),  (ii),  and  (iii)  and  inserting  in  lieu 
thereof  the  following: 

"(i)  coca  leaves,  except  c(x»  leaves  and  ex- 
tracts of  coca  leaves  from  which  cocaine,  ec- 
gonine,  and  derivatives  of  ecgonine  or  their 
salts  have  been  removed; 

"(ii)  cocaine,  its  salts,  optical  and  geomet- 
ric isomers,  and  salts  of  isomers; 

"(iii)  ecgonine,  its  derivatives,  their  salts, 
isomers,  and  salts  of  isomers;  or 

"(iv)  any  compound,  mixture,  or  prepara- 
tion which  contains  any  quantity  of  any  of 
the  substances  referred  to  in  clauses  (i) 
through  (iii);"; 

(2)  in  subparagraph  (B)  by  inserting  "a 
mixture  or  substance  containing  a  detecta- 
ble amount  of"  after  "a  kilogram  or  more 
of"; 

(3)  in  subparagraph  (C)  by  inserting  "a 
mixture  or  substance  containing  a  detecta- 
ble amount  of"  after  "500  grams  or  more 
of"; 

(4)  in  subparagraph  (D)  by  inserting  "a 
mixture  or  substance  containing  a  detecta- 
ble amount  of"  after  "5  grams  or  more  of"; 
and 

(5)  by  adding  at  the  end  thereof,  "If  a  sen- 
tence under  this  paragraph  provides  for  im- 
prisoiunent,  the  sentence  shall  include  a 
special  parole  term  of  not  less  than  four 
years  in  addition  to  such  term  of  imprison- 
ment.". 

(b)  Paragraph  (3)  of  section  1010(b)  of  the 
Controlled  Substances  Import  and  Export 
Act  (21  U.S.C.  960(bH3))  is  amended  by 
striking  out  ",  except  as  provided  in  para- 
graph (4)". 

Sec.  1873.  Paragraph  (2)  of  section  5316(a) 
of  title  31  of  the  United  States  Code  is 
amended  by  striking  out  "$5,000"  and  in- 
serting in  lieu  thereof  "$10,000". 

Sec.  1874.  Subsection  (c)  of  section  924  of 
title  18  of  the  United  States  Code  is  amend- 
ed by— 

(1)  adding  after  the  words  "during  and  in 
relation  to  any"  the  words  "felony  described 
in  the  Controlled  Substances  Act  (21  U.S.C. 
801  et  seq.),  the  Controlled  Substances 
Import  and  Export  Act  (21  U.S.C.  951  et 
seq.),  or  section  1  of  the  Act  of  September 
15,  1980  (21  U.S.C.  955a)  or  any"; 

(2)  adding  after  the  words  "in  addition  to 
the  punishment  provided  for  such"  the 
words  "felony  or";  and 

(3)  adding  after  the  words  "term  of  im- 
prisonment including  that  imposed  for  the" 
the  words  "felony  or". 


Sec.  1875.  Subsection  (a)  of  section  929  of 
title  18  of  the  United  States  Code  is  amend- 
ed by— 

(1)  adding  after  the  words  "during  and  in 
relation  to  the  commission  of  a"  the  words 
"felony  described  in  the  Controlled  Sub- 
stances Act  (21  U.S.C.  801  et  spq.),  the  Con- 
trolled Substances  Import  and  Export  Act 
(21  U.S.C.  951  et  seq.),  or  section  1  of  the 
Act  of  September  15,  1980  (21  U.S.C.  855a), 
or  a"; 

(2)  adding  after  the  words  "in  addition  to 
the  punishment  provided  for  the  commis- 
sion of  such"  the  words  "felony  or";  and 

(3)  adding  after  the  words  "term  of  im- 
prisonment including  that  imposed  for  the 
felony"  the  words  "or  crime  of  violence". 

Subtitle  W— Precursor  and  Essential 
Chemical  Review 

SEC.  IMI.  PRECURSOR  AND  ESSENTIAL  CHEMICAL 
REVIEW. 

(a)  Study  and  Report.— The  Attorney 
General  shall— 

(1)  conduct  a  study  of  the  need  for  legisla- 
tion, regulation,  or  alternative  methods  to 
control  the  diversion  of  legitimate  precursor 
and  essential  chemicals  to  the  illegal  pro- 
duction of  drugs  of  abuse;  and 

(2)  report  all  findings  of  such  study  to 
Congress  not  later  than  the  end  of  the  90th 
day  after  the  date  of  enactment  of  this  part. 

(b)  Considerations.— In  conducting  such 
study  the  Attorney  General  shall  take  into 
consideration  that— 

(1)  clandestine  manufacture  continues  to 
be  a  major  source  of  narcotic  and  dangerous 
drugs  on  the  illegal  drug  market; 

(2)  these  drugs  are  produced  using  a  varie- 
ty of  chemicals  which  are  found  in  commer- 
cial channels  and  which  are  diveted  to  ille- 
gal uses; 

(3)  steps  have  been  taken  to  deny  drug 
traffickers  access  to  key  precursor  chemi- 
cals, including  that— 

(A)  P2P,  a  precursor  chemical  used  in  the 
production  of  amphetamines  and  metham- 
phetamines  was  administratively  controlled 
in  schedule  II  of  the  Controlled  Substances 
by  the  Drug  Enforcement  Administration; 

(B)  a  variety  of  controls  were  placed  on  pi- 
peridine,  the  preciu^or  for  phencyclidine, 
by  the  Psychotropic  Substance  Act  of  1978; 
and 

(C)  the  Drug  Enforcement  Administration 
has  maintained  a  voluntary  system  in  coop- 
eration with  chemical  industry  to  report 
suspicious  purchases  of  precursors  and  es- 
sential chemicals;  and 

(4)  despite  the  formal  and  voluntary  sys- 
tems that  currently  exist,  clandestine  pro- 
duction of  synthetic  narcotics  and  danger- 
ous drugs  continue  to  contribute  to  drug 
tarfficking  and  abuse  problems  in  the 
United  States. 

Subtitle  X— Improved  Drug  Crime 
Reporting 

SEC.  1921.  IMPROVED  DRUG  CRIME  REPORTING. 

(a)  The  Congress— 
(1)  finds  that— 

(A)  The  Bureau  of  Justice  Statistics  cur- 
rently conducts  one  of  the  largest  public 
opinion  survey  programs  in  the  world,  the 
National  Crime  Survey; 

(B)  this  survey,  conducted  by  the  Census 
Bureau,  involves  detailed  field  surveys  of 
60,000  households  and  more  than  100,000  in- 
dividuals who  are  interviewed  twice  a  year 
to  measure  the  amount  of  crime  actually  oc- 
curring (crime  victimization),  as  opposed  to 
that  reported  to  police  through  the  uniform 
crime  reporting  system; 


(C)  currently  the  National  Crime  Report 
does  not  gather  data  involving  drug  abuse  or 
victimization: 

(D)  further,  the  Bureau  of  Justice  Statis- 
tics does  not  act  as  a  clearinghouse  for  the 
gathering  of  data  generated  by  Federal, 
State,  local  enforcement  and  together  crimi- 
nal justice  agencies  on  their  drug  enforce- 
ment activities;  and 

(E)  to  obtain  a  comprehensive  understand- 
ing of  the  dimensions  of  our  crime  problems 
and  enforcement  activities,  one  must  sift 
through  the  annual  reports  of  numerous 
agencies;  and 

(2)  based  on  findings  in  paragraph  (1)  the 
purpose  of  this  Act  is  to  create  a  compre- 
hensive and  timely  daU  base  of  the  dynam- 
ics of  the  drug  crisis. 

(bKl)  The  Bureau  of  Justice  Statistics,  in 
cooperation  with  the  Federal  Bureau  of  In- 
vestigation and  other  Federal  enforcement 
agencies  as  well  as  other  Federal,  State,  and 
local  statistics  gathering  groups,  shall  com- 
pile and  publish  comprehensive  data  on 
drug  trafficking  and  abuse. 

(2)  For  purposes  of  carrying  out  the  provi- 
sions of  paragraph  ( 1 ),  the  authorization  for 
the  Bureau  of  Justice  Statistics  for  fiscal 
year  1987  is  increased  by  $3,000,000. 

TITLE  n— INTERNATIONAL  NARCOTICS 
COKfTROL 

Subtitle  A— Strengthening  I'nited  Sutes 
Narcotics  Control  Overseas 

SEC.  ••01.  ADDITIONAL  FUNDING  FOR  INTERNA- 
TIONAL NARCOTICS  CONTROL  ASSIST- 
ANCE AND  REGIONAL  COOPERATION. 

Section  482(aKl)  of  the  Foreign  Assist- 
ance Act  of  1961  (22  U.S.C.  2291a(a)(l):  au- 
thorizing appropriations  for  assistance  for 
international  narcotics  control)  is  amend- 
ed- 

(1)  by  striking  out  "$57,529,000  for  the 
fiscal  year  1987"  and  inserting  in  lieu  there- 
of "$75,445,000  for  the  fiscal  year  1987";  and 

(2)  by  adding  at  the  end  the  following:  "In 
addition  to  the  amounts  authorized  by  the 
preceding  sentence,  there  are  authorized  to 
be  appropriated  to  the  President  $45,000,000 
for  the  fiscal  year  1987  to  carry  out  the  pur- 
poses of  section  481.  except  that  funds  may 
be  appropriated  pursuant  to  this  additional 
authorization  only  if  the  President  has  sub- 
mitted to  the  Congress  a  detailed  plan  for 
the  expenditure  of  those  funds,  including  a 
description  of  how  regional  cooperation  on 
narcotics  control  matters  would  be  promot- 
ed by  the  use  of  those  funds.  Of  the  funds 
authorized  to  be  appropriated  by  the  pre- 
ceding sentence,  not  less  than  $10,000,000 
shall  be  available  only  to  provide  helicop- 
ters or  other  aircraft  to  countries  receiving 
assistance  for  fiscal  year  1987  under  chapter 
8  of  part  I  of  this  Act  (22  U.S.C.  2291  et  seq.; 
relating  to  international  narcotics  control). 
These  aircraft  shall  be  used  solely  for  nar- 
cotics control,  eradication,  and  interdiction 
efforts  and  shall  be  available  primarily  for 
use  in  Latin  America.". 

SEC  ••Ot  RESTRICTIONS  ON  THE  PROVISION  OF 
UNITED  STATES  ASSISTANCE. 

(a)  Section  481(h)  of  the  Foreign  Assist- 
ance Act  of  1961  is  amended  to  read  as  fol- 
lows: 

"(h)(1)  Subject  to  paragraph  (2).  for  every 
major  illicit  drug  producing  country  or 
major  drug-transit  country— 

"(A)  50  percent  of  the  amount  of  United 
States  assistance  justified  to  the  Congress 
for  allocation  to  such  country  for  each  fiscal 
year  shall  be  withheld  from  obligation  and 
expenditure; 

"(B)  on  or  after  March  1.  1987.  and  on 
March  1  of  each  succeeding  year,  the  Secre- 
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tary  of  the  Treasury  shall  instruct  the 
United  States  Executive  Director  of  the 
International  Banli  for  Reconstruction  and 
Development,  the  United  States  Executive 
Director  of  the  International  Development 
Association,  the  United  States  Executive  Di- 
rector of  the  Inter-American  Development 
BanX,  and  the  United  States  Executive  Di- 
rector of  the  Asian  Development  Bank  to 
vote  against  any  loan  or  other  utilization  of 
the  funds  of  their  respective  institution  to 
or  for  such  country:  and 

"(C)  on  or  after  March  1.  1987,  and  March 
1  of  eaich  succeeding  year,  the  President 
shall  deny  to  all  products  of  such  country 
tariff  treatment  under  title  V  of  the  Trade 
Act  of  1974  (the  Generalized  System  of 
Preferences),  the  Caribbean  Basin  Economic 
Recovery  Act,  or  any  other  law  providing 
preferential  tariff  treatment. 

"(2KA)  The  assistance  withheld  by  para- 
graph (IK  A)  may  be  obligated  and  expended 
and  the  provisions  of  clauses  (A)  and  (B)  of 
paragraph  (1)  shall  not  apply  if  the  Presi- 
dent determines,  and  so  certifies  to  the  Con- 
gress, at  the  time  of  the  submission  of  the 
report  required  by  subsection  (e).  that— 

"(i)  during  the  previous  year  the  country 
has  cooperated  fully  with  the  United  States. 
or  has  talcen  adequate  steps  on  its  own.  iri 
preventing  narcotic  and  psychotropic  drugs 
and  other  controlled  substances  produced  or 
processed,  in  whole  or  in  part,  in  such  coun- 
try or  transported  through  such  country, 
from  being  sold  illegally  within  the  jurisdic- 
tion of  such  country  to  United  States  Gov- 
ernment personnel  or  their  dependents  or 
from  being  transported,  directly  or  indirect- 
ly, into  the  United  States  and  in  preventing 
and  punishing  the  laundering  in  that  coun- 
try of  drug-related  profits  or  drug-related 
monies:  or 

■■(ii)  the  vital  national  interests  of  the 
United  States  require  the  provision  of  such 
assistance,  financing,  or  preferential  treat- 
ment to  such  country. 

"(B)  If  the  President  makes  a  certification 
pursuant  to  clause  (AXii),  he  shall  include 
in  such  certification— 

"(i)  a  full  and  complete  description  of  the 
vital  national  interests  placed  at  risk  should 
assistance,  financing,  or  preferential  tariff 
treatment  not  be  provided  such  country; 
and 

"(li)  a  statement  weighing  the  risk  de- 
scribed in  subclause  (i)  against  the  risks 
posed  to  the  vital  national  interests  of  the 
United  States  by  the  failure  of  such  country 
to  cooperate  fully  with  the  United  States  in 
combatting  narcotics  or  to  take  adequate 
steps  to  combat  narcotics  on  its  own. 

"(3)  In  making  the  certification  required 
by  paragraph  (2)  of  this  subsection,  the 
President  shall  give  foremost  consideration 
to  whether  the  actions  of  the  government  of 
the  country  have  resulted  in  the  maximum 
reductions  in  illicit  drug  production  which 
were  determined  to  be  achievable  pursuant 
to  subsection  (e)(4).  The  President  shall  also 
consider  whether  such  government— 

"(A)  has  taken  the  legal  and  law  enforce- 
ment measures  to  enforce  in  its  territory,  to 
the  maximum  extent  possible,  the  elimina- 
tion of  illicit  cultivation  and  the  suppression 
of  illicit  manufacture  of  and  traffic  in  nar- 
cotic and  psychotropic  drugs  and  other  con- 
trolled substances,  as  evidenced  by  seizures 
of  such  drugs  and  sut>stances  and  of  illicit 
laboratories  and  the  arrest  and  prosecution 
of  violators  involved  in  the  traffic  in  such 
drugs  and  substances  significantly  affecting 
the  United  States:  and 

"(B)  has  taken  the  legal  and  law  enforce- 
ment steps  necessary  to  eliminate,  to  the 


maximum  extent  possible,  the  laundering  in 
that  country  of  drug-related  profits  or  drug- 
related  monies,  as  evidenced  by— 

"(i)  the  enactment  and  enforcement  of 
laws  prohibiting  such  conduct,  and 

"(ii)  the  willingness  of  such  government  to 
enter  into  mutual  legal  assistance  agree- 
ments with  the  United  States  governing 
(but  not  limited  to)  money  laundering,  and 

"(iii)  the  degree  to  which  such  govern- 
ment otherwise  cooperates  with  United 
States  law  enforcement  authorities  on  anti- 
money  laundering  efforts. 

"(4)(A)  The  provisions  of  paragraph  (1) 
shall  apply  without  regard  to  paragraph  (2) 
if  the  Congress  enacts,  within  30  days  of 
continuous  session  after  receipt  of  a  certifi- 
cation under  paragraph  (2).  a  joint  resolu- 
tion disapproving  the  determination  of  the 
President  contained  in  such  certification. 

"(B)(i)  Any  such  joint  resolution  shall  be 
considered  in  the  Senate  in  accordance  with 
the  provisions  of  section  601(b)  of  the  Inter- 
national Security  Assistance  and  Arms 
Export  Control  Act  of  1976. 

"(ii)  For  the  purpose  of  expediting  the 
consideration  and  enactment  of  joint  resolu- 
tion under  this  subsection,  a  motion  to  pro- 
ceed to  the  consideration  of  any  such  joint 
resolution  after  it  has  been  reported  by  the 
appropriate  committee  shall  be  treated  as 
highly  privileged  in  the  House  of  Represent- 
atives. 

"(5)  Any  country  for  which  the  President 
has  not  made  a  certification  under  para- 
graph (2)  or  with  respect  to  which  the  Con- 
gress has  enacted  a  joint  resolution  disap- 
proving such  certification  may  not  receive 
the  assistance,  financing,  or  preferential 
treatment  described  in  subsection  (a) 
unless— 

"(A)  the  President  makes  a  certification 
under  paragraph  (2)  and  the  Congress  does 
not  enact  a  joint  resolution  of  disapproval: 
or 

"(B)  the  President  submits  at  any  other 
time  a  certification  of  the  matters  described 
in  paragraph  (2)  with  respect  to  such  coun- 
try and  the  Congress  enacts,  in  accordance 
with  the  procedures  of  paragraph  (4),  a 
joint  resolution  approving  such  certifica- 
tion.". 

(b)  Section  481(e)  of  such  Act  is  amended 
by  striking  out  "February"  and  inserting  in 
lieu  thereof  "March". 

(c)  Section  481(1)  of  such  Act  is  amended— 

(1)  by  striking  out  "and"  at  the  end  of 
paragraph  (3): 

(2)  by  striking  out  the  period  at  the  end  of 
paragraph  (4)  and  inserting  in  lieu  thereof 
":  and":  and 

(3)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(5)  the  term  major  drug-transit  country" 
means  a  country— 

"(A)  that  is  a  significant  direct  source  of 
illicit  narcotic  or  psychotropic  drugs  or 
other  controlled  substances  significantly  af- 
fecting the  United  States: 

"(B)  through  which  are  transported  such 
drugs  or  substances:  or 

"(C)  through  which  significant  sums  of 
drug-related  profits  or  monies  are  laundered 
with  the  knowledge  or  complicity  of  the 
government.". 

(d)  The  amendments  made  by  this  section 
shall  take  effect  October  1, 1986. 

SEC.  ••03.  RETENTION  OF  TITLE  TO  AIRCRAFT  PRO- 
VIDED TO  FOREIGN  COUNTRIES  FOR 
NARCOTICS  CONTROL  PURPOSES. 

(a)  Chapter  8  of  part  I  of  the  Foreign  As- 
sistance Act  of  1961  (22  U.S.C.  2291  et  seq.: 
relating  to  the  international  narcotics  con- 
trol assistance  program)  is  amended  by 
adding  at  the  end  the  following  new  section: 


"SEC.  484.  RETENTION  OF  TITLE  TO  AIRCRAFT. 

"Any  aircraft  made  available  to  a  foreign 
country  under  this  chapter  at  any  time 
after  the  date  of  enactment  of  this  section 
(including  aircraft  made  available  pursuant 
to  section  102  of  the  International  Narcotics 
Control  Act  of  1986)  shall  be  provided,  to 
the  maximum  extent  practicable,  on  a  lease 
or  loan  basis.". 

(b)  The  Congress  finds  that  the  aircraft 
provided  Mexico  under  assistance  made 
available  by  section  481  of  the  Foreign  As- 
sistance Act  of  1961  have  not  been  used  effi- 
ciently and  that  the  fleet  of  aircraft  provid- 
ed Mexico  is  plagued  by  rapidly  rising  main- 
tenance costs. 

SEC.  "04.  RECORDS  OF  AIRCRAFT  USE. 

Chapter  8  of  part  I  of  the  Foreign  Assist- 
ance Act  of  1961  (22  U.S.C.  2291  et  seq.:  re- 
lating to  the  international  narcotics  control 
assistance  program),  as  amended  by  the  pre- 
ceding section  of  this  subtitle,  is  further 
amended  by  adding  at  the  end  the  following 
new  section: 

•SEC.  485.  RECORDS  OF  AIRCRAFT  USE. 

"(a)  Requirement  To  Maintain 
Records.— The  Secretary  of  State  shall 
maintain  detailed  records  on  the  use  of  any 
aircraft  made  available  to  Mexico  under  this 
chapter,  including  aircraft  made  available 
pursuant  to  section  102  of  the  International 
Narcotics  Control  Act  of  1986  and  aircraft 
made  available  under  this  chapter  before 
the  enactment  of  this  section. 

"(b)  Congressional  Access  to  Records.— 
The  Secretary  of  State  shall  make  the 
records  maintained  pursuant  to  subsection 
(a)  available  to  the  Congress  upon  a  request 
of  the  Chairman  of  the  Committee  on  For- 
eign Affairs  of  the  House  of  Representatives 
or  the  Chairman  of  the  Committee  on  For- 
eign Relations  of  the  Senate.". 

SEC.  ••CS.  DEVELOPMENT  OF  HERBICIDES  FOR 
AERIAL  C(H  A  ERADICATION. 

The  Secretary  of  State  shall  use  not  less 
than  $1,000,000  of  the  funds  made  available 
for  fiscal  year  1987  to  carry  out  chapter  8  of 
part  I  of  the  Foreign  Assistance  Act  of  1961 
(22  U.S.C.  2291  et  seq.:  relating  to  interna- 
tional narcotics  control)  to  finance  research 
on  and  the  development  and  testing  of  safe 
and  effective  herbicides  for  use  in  the  aerial 
eradication  of  coca. 

SiEC.  ••0«.  REVIEW  OF  EFFECTIVENESS  OF  INTER- 
NATIONAL NARCOTICS  CONTROL  AS- 
SISTANCE PROGRA.M. 

(a)  Requirement  roR  Investigation.— The 
Comptroller  General  shall  conduct  a  thor- 
ough and  complete  investigation  to  deter- 
mine the  effectiveness  of  the  assistance  pro- 
vided pursuant  to  chapter  8  of  part  I  of  the 
Foreign  Assistance  Act  of  1961  (22  U.S.C. 
2291  et  seq.:  relating  to  international  nar- 
cotics control). 

(b)  Reports  to  Congress.— 

(1)  Periodic  reports.— The  Comptroller 
General  shall  report  to  the  Congress  peri- 
odically as  the  various  portions  of  the  inves- 
tigation conducted  pursuant  to  subsection 
(a)  are  completed. 

(2)  Final  report.— Not  later  than  12 
months  after  the  date  of  enactment  of  this 
Act,  the  Comptroller  General  shall  submit  a 
final  report  to  the  Congress  on  the  results 
of  the  investigation.  This  report  shall  in- 
clude such  recommendations  for  administra- 
tive or  legislative  action  as  the  Comptroller 
General  finds  appropriate  based  on  the  in- 
vestigation. 

SEC.  "<fl.  EXTRADITION  TO  THE  UNITED  STATES 
FOR  NARCOTICS-RELATED  OFFENSES. 

Section  481(e)(3)  of  the  Foreign  Assist- 
ance Act  of  1961  (22  U.S.C.  2291(e)(3);  relat- 
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ing to  the  annual  international  narcotics 
control  report)  is  amended  by  Inserting 
after  subparagraph  (C)  the  following  new 
subparagraph: 

"(D)  A  discussion  of  the  extent  to  which 
such  country  has  cooperated  with  the 
United  States  narcotics  control  efforts 
through  the  extradition  or  prosecution  of 
drug  traffickers,  and,  where  appropriate,  a 
description  of  the  status  of  negotiations 
with  such  country  to  negotiate  a  new  or  up- 
dated extradition  treaty  relating  to  narcot- 
ics offenses.". 

SEC.  "OS.  FOREIGN  POLICE  ARREST  ACTIONS. 

Section  481(c)  of  the  Foreign  Assistance 
Act  of  1961  is  amended— 

(1)  in  paragraph  (1),  by  striking  out  in  the 
first  sentence  "engage  or  participate  in  any 
direct  police  arrest  action  in  any  foreign 
country"  and  inserting  in  lieu  thereof  "di- 
rectly make  an  arrest  in  any  foreign  country 
as  part  of  any  foreign  police  action"; 

(2)  by  amending  paragraph  (2)  to  read  as 
follows: 

"(2)  Nothing  in  paragraph  (1)  prevents 
such  employee  or  officer— 

"(A)  from  being  present  at  the  scene  of  an 
arrest  or  otherwise  assisting  foreign  officers 
in  making  an  arrest;  or 

"(B)  from  taking  direct  action  to  protect 
life  or  safety  if  exigent  circumstances  arise 
in  the  course  of  an  arrest  which  are  unan- 
ticipated and  which  pose  an  immediate 
threat  to  United  States  or  foreign  officers 
or  to  members  of  the  public";  and 

(3)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(3)  The  provisions  of  this  subsection 
shall  apply  to  all  countries,  unless  the  Presi- 
dent certifies  to  the  Congress  a  specific 
country  or  countries  for  which  it  would  be 
against  the  national  interests  of  the  United 
States  to  do  so.". 
S0200 

SEC.  ••(».  INFORMATION-SHARING  SO  THAT  VISAS 
ARE  DENIED  TO  DRl'G  TRAFFICKERS. 

(a)  Need  for  Comprehensive  Information 
System.— The  Congress  is  concerned  that 
the  executive  branch  has  not  established  a 
comprehensive  information  system  on  all 
drug  arrests  of  foreign  nationals  in  the 
United  States  so  that  information  may  be 
communicated  to  the  appropriate  United 
States  embassies,  even  though  the  establish- 
ment of  such  a  system  is  required  by  section 
132  of  the  Foreign  Relations  Authorization 
Act,  Fiscal  Years  1986  and  1987. 

(b)  Establishment  of  System.— The  exec- 
utive branch  shall  act  expeditiously  to  es- 
tablish the  comprehensive  information 
system  required  by  section  132  of  the  For- 
eign Relations  Authorization  Act,  Fiscal 
Years  1986  and  1987.  and  submit  to  the  Con- 
gress a  report  that  the  system  has  been  es- 
tablished. 

SEC.  ••10.  ASSESS.MENT  OF  NARCOTICS  TRAFFICK- 
ING FROM  AFRICA. 

The  President  shall  direct  that  an  updat- 
ed threat  assessment  of  narcotics  trafficking 
from  Africa  be  prepared.  If  it  is  determined 
that  an  increased  threat  exists,  the  assess- 
ment shall  examine  the  need  for  the  United 
States  to  provide  increased  narcotics  control 
training  for  African  countries. 

SEC.  "U.  CONDITIONS  ON  ASSISTANCE  FOR  BOLIV- 
IA. 

(a)(1)  It  is  the  sense  of  the  Congress 
that- 

(A)  the  Government  of  Bolivia's  recent 
diug  interdiction  operations  in  cooperation 
with  the  United  States  (Operation  Blast 
Furnace)  evinced  a  determination  to  combat 
the  growing  power  of  the  narcotics  trade 
and  narcotics  traffickers; 


(B)  the  operation  has  had  a  dramatic 
effect  on  the  coca  trade  in  that  country  by 
dropping  the  price  of  coca  below  the  cost  of 
production; 

(C)  as  a  result  of  this  operation  the  coca 
trade  has  in  the  short  term  been  sharply 
constricted; 

(D)  the  restoration  of  non-coca  dependent 
economic  growth  in  Bolivia  is  crucial  to  the 
achievement  of  long-term  progress  in  con- 
trolling illicit  narcotics  production:  and 

(E)  control  of  illicit  drug  production  is 
crucial  to  the  survival  of  democratic  institu- 
tions and  dem(x;ratic  government  in  Bolivia. 

(2)  The  Congress,  therefore,  applauds  the 
demonstrated  willingness  of  the  Paz  Estens- 
soro  government,  despite  the  risks  of  severe 
domestic  criticism  and  disruptive  economic 
consequences,  to  cooperate  with  the  United 
States  in  Operation  Blast  Furnace. 

(b)  Section  611(2)  of  the  International  Se- 
curity and  Development  Cooperation  Act  of 
1985  is  amended  to  read  as  follows: 

"(2)  For  fiscal  year  1987— 

"(A)  up  to  50  percent  of  the  aggregate 
amount  of  such  assistance  allocated  for  Bo- 
livia may  be  provided  at  any  time  after  the 
President  certifies  to  the  Congress  that  Bo- 
livia has  engaged  in  narcotics  interdiction 
operations  which  have  significantly  disrupt- 
ed the  illicit  coca  industry  in  Bolivia  or  has 
cooperated  with  the  United  States  in  such 
operations;  and 

"(B)  the  remaining  amount  of  such  assist- 
ance may  be  provided  at  any  time  after  the 
President  certifies  to  the  Congress  that  Bo- 
livia has  either  met  in  calendar  year  1986 
the  eradication  targets  for  the  calendar  year 
1985  contained  in  its  1983  narcotics  agree- 
ments with  the  United  States  or  has  adopt- 
ed a  plan  to  eliminate  illicit  narcotics  culti- 
vation, production,  and  trafficking  country- 
wide, and  has  entered  into  an  agreement  of 
cooperation  with  the  United  States  for  im- 
plementing that  plan  for  1987  and  beyond, 
and  is  making  substantial  progress  towards 
the  plan's  objectives,  including  substantial 
eradication  of  illicit  coca  crops  and  effective 
use  of  United  States  assistance. 

(c)  In  the  certification  required  by  subsec- 
tion (b)  of  this  section,  the  President  shall 
explain  why  the  1983  agreements  terms 
proved  unattainable  and  the  reasons  why  a 
new  agreement  was  necessary. 

(d)  Nothing  in  this  section  or  the  amend- 
ment made  by  this  section  shall  be  con- 
strued as  waiving  any  provision  of  section 
481  of  the  Foreign  Assistance  Act  of  1961. 

SEC.  ••12.  COMBATING  NARCOTERRORISM. 

(a)  Finding.- The  Congress  finds  that  the 
increased  cooperation  and  collaboration  be- 
tween narcotics  traffickers  and  terrorist 
groups  constitutes  a  serious  threat  to 
United  States  national  security  interests 
and  to  the  political  stability  of  numerous 
other  countries,  particularly  in  Latin  Amer- 
ica. 

(b)  Improved  Capability  for  Responding 
TO  Narcoterrorism.— The  President  shall 
take  concrete  steps  to  improve  the  capabil- 
ity of  the  executive  branch— 

(1)  to  collect  information  concerning  the 
links  between  narcotics  traffickers  and  acts 
of  terrorism  abroad,  and 

(2)  to  develop  an  effective  and  coordinated 
means  for  resp>onding  to  the  threat  which 
those  links  pose. 

Not  later  than  90  days  after  the  date  of  en- 
actment of  this  subtitle,  the  President  shall 
report  to  the  Congress  on  the  steps  taken 
pursuant  to  this  subsection. 

SEC.   ••13.   INTERDICTION  PROCEDIRES  FOR  VES- 
SELS OF  FOREIGN  REGISTRY. 

(a)  Findings.— The  Congress  finds  that— 


(1)  the  interdiction  by  the  United  States 
Coast  Guard  of  vessels  suspected  of  carrying 
illicit  narcotics  can  be  a  difficult  procedure 
when  the  vessel  is  of  foreign  registry  and  is 
located  beyond  the  customs  waters  of  the 
United  States; 

(2)  before  boarding  and  inspecting  such  a 
vessel,  the  Coast  Guard  must  obtain  consent 
from  either  the  master  of  the  vessel  or  the 
country  of  registry;  and 

(3)  this  process,  and  obtaining  the  consent 
of  the  country  of  registry  to  further  law  en- 
forcement action,  may  delay  the  interdic- 
tion of  the  vessel  by  3  or  4  days. 

(b)  Negotiations  Concerning  Interdic- 
tion Procedures.— 

(1)  The  Congress  urges  the  Secretary  of 
State,  in  consultation  with  the  Secretary  of 
the  department  in  which  the  Coast  Guard  is 
operating,  to  increase  efforts  to  negotiate 
with  relevant  countries  procedures  which 
will  facilitate  interdiction  of  vessels  suspect- 
ed of  carrying  illicit  narcotics. 

(2)  If  a  country  refuses  to  negotiate  with 
respect  to  interdiction  procedures,  the  Presi- 
dent shall  take  appropriate  actions  directed 
against  that  country,  which  may  include  the 
denial  of  access  to  United  States  ports  to 
vessels  registered  in  that  country. 

(3)  The  SecreUry  of  SUte  shall  submit  re- 
ports to  the  Congress  semiannually  identify- 
ing those  countries  which  have  failed  to  ne- 
gotiate with  respect  to  interdiction  proce- 
dures. 

SEC.  ••M.  DEPARTMENT  OF  DEFENSE  ASSISTANCE 
FOR  LAW  ENFORCEMENT  ACTIVITIES 
OITSIDE  THE  I  NITED  STATES. 

Section  374(c)(1)  of  title  10,  United  SUtes 
Code,  is  amended— 

(1)  by  inserting  'or  foreign"  after  "Feder- 
al"; and 

(2)  in  subparagraph  (B)  by  striking  out 
"and  the  Attorney  General "  and  insert  in 
lieu  thereof  ".  the  Attorney  General,  and 
the  Secretary  of  State". 

SEC.  ••15.  INTELLIGENCE  SIPPORT  TO  COMBATING 
THE  DRl  G  PROBLEM. 

(a)  It  is  the  sense  of  the  Congress  that  the 
Intelligence  Community  can  play  a  key  role 
in  United  States  efforts  to  prevent  the  im- 
portation of  illegal  drugs  into  the  United 
States.  It  is  also  the  sense  of  the  Congress 
that  the  drug  problem  is  sufficiently  impor- 
tant that  monitoring  the  production  of  ille- 
gal drugs  and  providing  support  to  efforts  to 
halt  the  trafficking  in  illegal  drugs  should 
be  a  high  priority  for  the  United  States  in- 
telligence program. 

(b)  In  order  to  improve  the  strategic  inter- 
national narcotics  control  program  of  the 
United  States  and  to  assist  the  reporting  re- 
quirements of  section  481(e)  of  the  Foreign 
Assistance  Act  of  1961.  the  Congress  directs 
the  Director  of  Central  Intelligence  to  im- 
prove the  collection  and  analj^sis  of  foreign 
drug  production  sufficiently  to  produce 
highly  reliable  data  on  drug  cultivation, 
han'est.  and  yields  for  each  major  illicit 
drug  producing  country  (as  defined  by  sec- 
tion 481(i)  of  the  Foreign  Assistance  Act  of 
1961). 

(c)  The  Congress  also  directs  the  Director 
of  Central  Intelligence  (hereafter  in  this 
paragraph  referred  to  as  the  "DCI")  to 
make  support  to  anti-drug  efforts  a  Level 
One  Priority  in  his  National  Foreign  Intelli- 
gence Strategy  and  to  reflect  this  priority  in 
the  National  Foreign  Intelligence  Program. 
The  Congress  understands  that— 

(Da  copy  of  the  DCI's  National  Foreign 
Intelligence  Strategy  will  be  provided  to  the 
Permanent  Select  Committee  on  Intelli- 
gence of  the  House  of  Representatives  and 
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the  Select  Committee  on  Intelligence  of  the 
Senate,  with  the  DCI's  budget  request  for 
fiscal  year  1988;  and 

(2)  the  DCI  will  address  Intelligence  Com- 
munity support  to  anti-drug  efforts  and  the 
coordination  of  these  efforts  within  the  In- 
telligence Community  in  his  presentation  of 
the  National  Foreign  Intelligence  Strategy 
to  the  Committees. 

8SC   ••!«.   REPORT  ON  CEHTAIN  COUNTRIES;  RE- 
STRICTIONS ON  ASSISTANCE 

(a)  Not  later  than  6  months  after  the  date 
of  enactment  of  this  Act.  and  every  6 
months  thereafter,  the  President  shall  pre- 
pare   and    transmit    to    the    Congress    a 

(1)  listing  each  country— 

(A)  which,  as  a  matter  of  government 
poncy,  encourages  or  facilitates  the  produc- 
tion or  distribution  of  illegal  drugs: 

(B)  in  which  any  senior  official  of  the  gov- 
ernment of  such  country  engages  in,  encour- 
ages, or  facilitates  the  production  or  distri- 
bution of  illegal  drugs: 

(C)  in  which  any  member  of  an  agency  of 
the  United  States  Government  engaged  in 
drug  enforcement  activities  since  January  1. 
1985,  has  suffered  or  been  threatened  with 
violence,  inflicted  by  or  with  the  complicity 
of  any  law  enforcement  or  other  officer  of 
such  country  or  any  political  subdivision 
thereof;  or 

(D)  which,  having  been  requested  to  do  so 
by  the  United  SUtes  Government,  fails  to 
provide  reasonable  cooperation  to  lawful  ac- 
tivities of  United  States  drug  enforcement 
agents.  Including  the  refusal  of  permission 
to  such  agents  engaged  in  interdiction  of 
aerial  smuggling  into  the  United  States  to 
pursue  suspected  aerial  smugglers  a  reason- 
able distance  into  the  airspace  of  the  re- 
quested country;  and 

(2)  describing  for  each  country  listed 
under  paragraph  (1)  the  activities  and  iden- 
tities of  officials  whose  activities  caused 
such  country  to  be  so  listed. 

(b)  No  United  States  assistance  may  be 
furnished  to  any  country  listed  under  sub- 
section (a XI).  and  the  United  States  repre- 
sentative to  any  multilateral  development 
bank  shall  vote  to  opp>ose  any  loan  or  other 
use  of  the  funds  of  such  bank  for  the  bene- 
fit of  any  country  listed  under  subsection 
(a)(1).  unless  the  President  certifies  to  the 
Congress  that— 

(1)  overriding  vital  national  interests  re- 
quire the  provision  of  such  assistance: 

(2)  such  assistance  would  improve  the 
prospects  for  cooperation  with  such  country 
in  halting  the  flow  of  illegal  drugs:  and 

(3)  the  government  of  such  country  has 
made  bona  fide  efforts  to  investigate  and 
prosecute  appropriate  charges  for  any  crime 
described  in  subsection  (a)(1)(C)  which  may 
have  been  committed  in  such  country. 

(c)  For  purix>ses  of  this  section,  the  term 
"United  States  assistance"  has  the  same 
meaning  as  is  given  to  such  term  by  section 
481(iK4)  of  the  Foreign  Assistar»ce  Act  of 
1961. 

SEC  "17.  POLICY  TOWARD  MULTILATERAL  DEVEL- 
OPMENT BANKS. 

Section  481(a)  of  the  Foreign  Assistance 
Act  of  1961  is  amended— 

(1)  by  redesignating  paragraph  (3)  as 
paragraph  (4);  and 

(2)  by  inserting  after  paragraph  (2)  the 
following: 

"(3)  In  order  to  promote  international  co- 
operation in  combating  international  traf- 
ficking in  illicit  narcotics,  it  shall  be  the 
policy  of  the  United  States  to  use  its  voice 
and  vote  in  multilateral  development  banks 
to  promote  the  development  and  implemen- 


tation in  the  major  illicit  drug  producing 
countries  of  programs  for  the  reduction  and 
eventual  eradication  of  narcotic  drugs  and 
other  controlled  substances,  including  ap- 
propriate assistance  in  conjunction  with  ef- 
fective programs  of  illicit  crop  eradication.". 
Subtitle  B— Strengthening  international  Narcot- 
ics Control  and  International  Drug  Education 
SEC.  "l\.  DECLARATION;  POLICY. 

The  Congress  hereby  declares  that  drugs 
are  a  national  security  problem  and  urges 
the  President  to  explore  the  possibility  of 
engaging  such  essentially  security-oriented 
organizations  as  the  North  Atlantic  Treaty 
Organization  (NATO)  in  cooperative  drug 
pvxjgrams. 

SEC.  ••22.  FINDINGS. 

The  Congress  finds  that— 

(1)  in  response  to  the  growing  narcotics 
threat  to  the  international  community— 

(A)  the  Single  Convention  on  Narcotic 
Drugs,  1961,  the  1972  Protocol  amending 
that  Convention,  and  the  Convention  on 
Psychotropic  Substances  were  adopted 
under  United  Nations  auspices,  and 

(B)  the  United  Nations  has  created  vari- 
ous entities  to  deal  with  drug  abuse  control 
and  prevention:  and 

(2)  a  greater  international  effort  is  re- 
quired to  address  this  threat,  such  as  addi- 
tional or  increased  contributions  by  other 
countries  to  the  United  Nations  Fund  for 
Drug  Abuse  and  Control  and  greater  coordi- 
nation of  enforcement  and  eradication  ef- 
forts. 

SEC.  ••23.  INTERNATIONAL  CONFERENCE  ON  DRUG 
ABUSE  AND  ILLICIT  TRAFFICKING. 

(a)  Congressional  Support.— The  Con- 
gress hereby  declares  its  support  for  United 
Nations  General  Assembly  Resolution  40/ 
122  adopted  on  December  13.  1985,  in  which 
the  General  Assembly  decided  to  convene  in 
1987  an  International  Conference  on  Drug 
Abuse  and  Illicit  Trafficking  in  order  to  gen- 
erate universal  action  to  combat  the  drug 
problem  in  all  its  forms  at  the  national,  re- 
gional, and  international  levels,  and  to 
adopt  a  comprehensive  outline  of  future  ac- 
tivities. 

(b)  United  States  Participation.— With 
respect  to  United  States  participation  in  the 
International  Conference  on  Drug  Abuse 
and  Illicit  Trafficking,  the  Congress  calls  on 
the  President— 

(1)  to  appoint  the  head  of  the  United 
States  delegation  well  in  advance  of  the  con- 
ference: and 

(2)  to  ensure  that  necessary  resources  are 
available  for  United  States  preparation  and 
participation. 

(c)  Report  to  Congress.— Not  later  than 
April  30,  1987,  the  President  shall  report  to 
the  Congress  on  the  status  of  United  States 
preparations  for  the  International  Confer- 
ence on  Drug  Abuse  and  Illicit  Trafficking, 
including  the  status  of  naming  the  delega- 
tion, the  issues  expected  to  arise,  and 
United  States  policy  initiatives  to  be  taken 
at  the  conference. 

SEC.  ••24.  EFFECTIVENESS  OF  INTERNATIONAL 
DRUG  PREVE.NTION  AND  CONTROL 
SYSTEM. 

(a)  Study.— The  United  States  should  seek 
to  improve  the  program  and  budget  effec- 
tiveness of  United  Nations  entities  related 
to  narcotics  prevention  and  control  by 
studying  the  capability  of  existing  United 
Nations  drug-related  declarations,  conven- 
tions, and  entities  to  heighten  international 
awareness  and  promote  the  necessary  strat- 
egies for  international  action,  to  strengthen 
international  cooperation,  and  to  make  ef- 
fective use  of  available  United  Nations 
funds. 


(b)  Report  to  Congress.— Not  later  than 
April  30,  1987,  the  President  shall  report  to 
the  Congress  any  recommendations  that 
may  result  from  this  study. 

SEC.  ••25.  NARCOTICS  CONTROL  CONVENTIONS. 

The  Congress— 

(1)  urges  that  the  United  Nations  Com- 
mission on  Narcotic  Drugs  complete  work  as 
quickly  as  possible,  consistent  with  the  ob- 
jective of  obtaining  an  effective  agreement, 
on  a  new  draft  convention  against  illicit 
traffic  In  narcotic  drugs  and  psychotropic 
substances,  in  accordance  with  the  mandate 
given  the  Conunission  by  United  Nations 
General  Assembly  Resolution  39/141;  and 

(2)  calls  for  more  effective  implementa- 
tion of  existing  conventions  relating  to  nar- 
cotics. 

SEC.  "26.  MEXICO-UNITED  STATES  INTERGOVERN- 
MENTAL COMMISSION. 

(a)  Negotiations  to  Establish.— In  ac- 
cordance with  the  resolution  adopted  by  the 
26th  Mexico-United  Interparliamentary 
Conference  which  recommended  that  the 
Government  of  Mexico  and  Government  of 
the  United  States  establish  a  Mexico-United 
States  Intergovernmental  Commission  on 
Narcotics  and  Psychotropic  Drug  Abuse  and 
Control,  the  President  should  direct  the 
Secretary  of  State,  in  conjunction  with  the 
National  Drug  Enforcement  Policy  Board, 
to  enter  into  negotiations  with  the  Govern- 
ment of  Mexico  to  create  such  a  joint  inter- 
governmental commission. 

(b)  Membership.— The  commission,  which 
should  meet  semiannually,  should  include 
members  of  the  Mexican  Senate  and  Cham- 
ber of  Deputies  and  the  United  States 
House  of  Representatives  and  Senate,  to- 
gether with  members  of  the  executive  de- 
partments of  each  government  responsible 
for  drug  abuse,  education,  prevention,  treat- 
ment, and  law  enforcement. 

(c)  Report  to  Congress.— Not  later  than 
90  days  after  the  date  of  enactment  of  this 
subtitle,  the  Secretary  of  State  shall  report 
to  the  Congress  on  the  progress  being  made 
in  establishing  a  commission  in  accordance 
with  subsection  (a). 

SEC.  ••27.  opium  PRODUCTION  IN  PAKISTAN. 

(a)  Findings.— The  Congress  finds  that— 

(1)  the  production  of  opium  in  Pakistan  is 
expected  to  more  than  double  in  the 
1985-1986  growing  season,  posing  an  in- 
creased threat  to  the  health  and  welfare  of 
the  people  of  Pakistan  and  the  people  of 
the  United  States;  and 

(2)  despite  past  achievements,  the  current 
eradication  program  in  Pakistan,  which  em- 
ploys manual  eradication  of  opium  poppies, 
has  proven  inadequate  to  meet  this  new 
challenge. 

(b)  Need  for  More  Effective  Drug  Con- 
trol Program.— The  Congress  urges  that 
the  Government  of  Pakistan  adopt  and  im- 
plement a  comprehensive  narcotics  control 
program  which  would  provide  for  more  ef- 
fective prosecution  of  drug  traffickers,  in- 
creased interdiction,  and  eradication  of 
opium  poppies. 

(c)  Report  to  Congress.— The  Secretary 
of  State  shall  report  to  the  Congress  not 
later  than  60  days  after  the  date  of  enact- 
ment of  this  subtitle  with  respect  to  the 
adoption  and  implementation  by  the  Gov- 
ernment of  Pakistan  of  a  comprehensive 
narcotics  control  program  in  accordance 
with  subsection  (b). 

SEC.  ••28.  OPIUM  PRODUCTION  IN  IRAN.  AFGHANI- 
STAN. AND  LAOS. 

The  Congress  calls  on  the  President  to  in- 
struct the  United  States  Ambassador  to  the 
United  Nations  to  request  that  the  United 
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Nations  Secretary  General  raise  with  dele- 
gations to  the  International  Conference  on 
Drug  Abuse  and  Illicit  Traf ficldng  the  prob- 
lem of  illicit  drug  production  in  Iran,  Af- 
ghanistan, and  Laos,  the  largest  opium 
poppy  producing  countries  which  do  not 
have  narcotics  control  programs. 

SEC.  *•».  INCREASED  FUNDING  FOR  USIA  DRUG 
EDUCATION  PROGRAMS. 

In  addition  to  amounts  otherwise  author- 
ized to  be  appropriated,  there  is  authorized 
to  be  appropriated  for  the  United  States  In- 
formation Agency  for  fiscal  year  1987 
$2,000,000  which  shall  be  available  only  for 
Increasing  drug  education  programs  abroad. 
These  programs  may  include— 

(1)  the  distribution  of  films  and  publica- 
tions which  demonstrate  the  impact  of 
drugs  on  crime  and  health;  and 

(2)  exchange  of  persons,  programs  and 
international  visitor  programs  involving  stu- 
dents, educators,  and  scientists. 

SEC.    **30.   INCREASED    FUNDING   FOR  AID   DRUG 
EDUCATION  PROGRAMS. 

In  addition  to  amounts  otherwise  author- 
ized to  be  appropriated,  there  are  author- 
ized to  be  appropriated  to  the  President  for 
fiscal  year  1987  $3,000,000  to  car<-y  out  chap- 
ter 1  of  part  1  of  the  Foreign  Assistance  Act 
of  1961,  which  amount  shall  be  used  pursu- 
ant to  section  126(b)(2)  of  that  Act  for  addi- 
tional activities  aimed  at  increasing  aware- 
ness of  the  effects  of  production  and  traf- 
ficidng  of  illicit  narcotics  on  source  and 
:  .''.nsit  countries. 

SBC.  "31.  REPORTS  TO  CONGRESS  ON  DRUG  EDU- 
CATION PROGRAMS  ABROAD. 

The  Director  of  the  United  States  Infor- 
mation Agency  and  the  Administrator  of 
the  Agency  for  International  Development 
shall  include  in  their  annual  reports  to  the 
Congress  a  description  of  the  drug  educa- 
tion programs  carried  out  by  their  respec- 
tive agencies. 

TITLE  III— INTERDICnON 
Subtitle  A— National  Drug  Interdiction 
Improvement 
SEC.  3001.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Nation- 
al Drug  Interdiction  Improvement  Act  of 
1986". 

SEC.  3002.  FINDINGS. 

The  Congress  hereby  finds  that— 
(Da  balanced,  coordinated,  multifaceted 
strategy  for  combating  the  growing  drug 
abuse  andF  drug  traf fielding  problem  in  the 
United  States  \&  essential  in  order  to  stop 
the  flow  and  abuse  of  drugs  within  our  bor- 
ders; 

(2)  a  balanced,  coordinated,  multifaceted 
strategy  for  combating  the  narcotics  drug 
abuse  and  trafficlcing  in  the  United  States 
should  include— 

(A)  increased  investigations  of  large  net- 
wqtYls  of  drug  smuggler  organizations; 

(B)  source  country  drug  eradication; 

(C)  increased  emphasis  on  stopping  nar- 
cotics trafficliers  in  countries  through 
which  drugs  are  transshipped; 

(D)  increased  emphasis  on  drug  education 
programs  in  the  schools  and  worl^place; 

(E)  increased  Federal  Government  assist- 
ance to  State  and  local  agencies,  civic 
groups,  school  systems,  and  officials  in  their 
efforts  to  combat  the  drug  abuse  and  traf- 
ficlung  problem  at  the  local  level;  and 

(P)  increased  emphasis  on  the  interdiction 
of  drugs  and  drug  smugglers  at  the  borders 
of  the  United  SUtes.  in  the  air.  at  sea,  and 
on  the  land; 

(3)  funds  to  support  the  interdiction  of 
narcotics  smugglers  who  threaten  the  trans- 
port of  drugs  through  the  air.  on  the  sea. 


and  across  the  land  borders  of  the  United 
States  should  be  emphasized  in  the  Federal 
Government  budget  process  to  the  same 
extent  as  the  other  elements  of  a  compre- 
hensive antidrug  effort  are  emphasized; 

(4)  the  Department  of  Defense  and  the 
use  of  its  resources  should  be  an  integral 
part  of  a  comprehensive,  national  drug 
interdiction  program; 

(5)  the  Federal  Goverrunent  civilian  agen- 
cies engaged  in  drug  interdiction,  particular- 
ly the  United  States  Customs  Service  and 
the  Coast  Guard,  currently  laclt  the  air- 
craft, ships,  radar,  command,  control,  com- 
munications, and  intelligence  (C3I)  systems, 
and  manpower  resources  necessary  to 
motmt  a  comprehensive  attacli  on  the  nar- 
cotics traffickers  who  threaten  the  United 
SUtes; 

(6)  the  civilian  drug  interdiction  agencies 
of  the  United  States  are  currently  interdict- 
ing only  a  small  percentage  of  the  illegal, 
drug  smuggler  penetrations  in  the  United 
States  every  year; 

(7)  the  budgets  for  our  civilian  drug  inter- 
diction agencies,  primarily  the  United 
States  Customs  Service  and  the  Coast 
Guard,  have  not  Icept  pace  with  those  of  the 
traditional  investigative  law  enforcement 
agencies  of  the  Department  of  Justice;  and 

(8)  since  the  amendment  of  the  Posse 
Comitatus  Act  (18  U.S.C.  1385)  in  1981,  the 
Department  of  Defense  has  assisted  in  the 
effort  to  interdict  drugs,  but  they  can  do 
more. 

SEC.  3003.  PURPOSES. 

It  is  the  purpose  of  this  subtitle— 

( 1 )  to  increase  the  level  of  funding  and  re- 
sources available  to  civilian  drug  interdic- 
tion agencies  of  the  Federal  Government; 

(2)  to  increase  the  level  of  support  from 
the  Department  of  Defense  as  consistent 
with  the  Posse  Comitatus  Act,  for  interdic- 
tion of  the  narcotics  traffickers  before  such 
traffickers  penetrate  the  borders  of  the 
United  States;  and 

(3)  to  improve  other  drug  interdiction  pro- 
grams of  the  Federal  Government. 

SEC.  3004.  DEPARTMENT  OF  DEFENSE  NARCOTICS 
ENFORCEMENT  ASSISTANCE. 

(a)  Authorization  of  Appropriations  for 
Enhanced  Drug  Interdiction  Activities.— 
Funds  are  hereby  authorized  to  be  appropri- 
ated to  the  Department  of  Defense  for  fiscal 
year  1987  for  enhancement  of  drug  interdic- 
tion assistance  activities  of  the  Department 
as  follows: 

(1)  For  procurement  of  aircraft  for  the 
Navy.  $138,000,000  to  be  available  for  refur- 
bishment and  upgrading  of  four  existing 
E2C  Hawkeye  surveillance  aircraft  for  drug 
interdiction  purposes,  and  the  procurement 
of  four  replacement  E2C  Hawkeye  aircraft 
and  related  spares  for  the  Navy. 

(2)  For  procurement  for  the  Air  Force, 
$49,500,000,  to  be  available  for  procurement 
of  3  aerostat  radar  systems.  3  aerostat  radar 
spares  for  such  system,  and  1  aerostat  radar 
spare  for  an  aerostat  radar  system  author- 
ized and  funded  for  location  in  the  Bahamas 
by  section  5(b)  of  the  Urgent  Supplemental 
Appropriations  Act,  1986  (Public  Law  99- 
349;  lOOSUt.  723). 

(3)  For  operation  and  maintenance  for  the 
Air  Force.  $12,615,000  to  be  available  for  the 
transfer  of  6  Air  Force  helicopters  to  Davis- 
Monthan  Air  Force  Base  for  use  in  carrying 
out  drug  interdiction  missions. 

(4)  For  the  Secretary  of  Defense, 
$12,000,000  for  enhanced  intelligence  collec- 
tion activities  concerning  illegal  importation 
into  the  United  States  of  drugs  originating 
in  South  America. 


(5)  For  procurement  of  twin  engine  pur- 
suit helicopters  and  procurement  of  four 
aerostat  radar  systems.  $90,000,000.  The  lo- 
cation of  the  aerostat  radar  systems  shall  t>e 
established  at  the  highest  drug  threat  sites, 
as  agreed  to  by  the  Commissioner  of  Cus- 
toms and  the  Commandant  of  the  Coast 
Guard. 

(b)  Loans  to  the  United  States  Customs 
Service.— The  Secretary  of  Defense  shall 
make  available  the  refurbished,  upgraded, 
and  modified  aircraft;  and  the  twin  engine 
pursuit  helicopters,  using  funds  appropri- 
ated pursuant  to  authorizations  in  subsec- 
tions (a)(1)  and  (a)(5)  to  the  United  SUtes 
Customs  Service  in  accordance  with  chapter 
18  of  title  10,  United  SUtes  Code,  except 
that  the  four  replacement  E2C  Hawkeye 
aircraft  procured  using  funds  appropriated 
pursuant  to  authorizations  in  subsection 
(a)(1)  shall  be  delivered  to  the  Navy. 

(c)  Responsibilities  or  the  United  States 
Customs  Service.— 

(1)  The  United  SUtes  (Customs  Service 
shall  have  the  responsibility  for  operation 
and  maintenance  costs  attribuUble  to  the 
aircraft  refurbished,  upgraded,  or  modified 
and  the  twin  engine  pursuit  helicopters 
using  fimds  appropriated  pursuant  to  au- 
thorizations in  subsections  (aKl)  and  (a)(5) 
and  the  aerosUt  radar  systems  using  funds 
appropriated  pursuant  to  authorizations  in 
subsections  (aK2)  and  (a)(5)  except  that  re- 
sponsibility for  the  operation  and  mainte- 
nance costs  by  the  United  SUtes  Customs 
Service  shall  commence  upon  receipt  of  the 
modified,  refurbished,  and  upgraded  air- 
craft, and  helicopters  authorized  in  subsec- 
tions (a)(1)  and  (a)(S)  and  upon  completion 
of  the  installation  of  the  aerosUt  radar  sys- 
tems authorized  in  subsections  (a)(2)  and 
(a)(5). 

(2)  Upon  enactment  of  this  Act.  the  Com- 
missioner of  Customs  shall  immediately 
commence  consulUtions  with  the  Comman- 
dant of  the  United  SUtes  Coast  Guard  re- 
garding coordination  of  the  deployment  of 
the  aircraft  authorized  in  subsection  (a)(1) 
and  on  loan  to  the  United  SUtes  Customs 
Service  under  subsection  (b)  in  order  to 
maximize  the  detection,  surveillance,  and  in- 
telligence gathering  capabilities  of  the  drug 
surveillance  aircraft  on  loan  to  the  United 
SUtes  Customs  Service.  The  Commissioner 
of  Customs  shall  make  quarterly  reports  to 
the  Committees  on  Appropriations  and  the 
Committees  on  Armed  Services  of  the 
Senate  and  the  House  of  RepresenUtives  re- 
garding drug  interdiction  plans  developed 
under  this  paragraph. 

(d)  Amounts  in  Addition  to  Other 
Amounts.— The  amounts  authorized  by  sub- 
section (a)  are  in  addition  to  any  other 
amounts  authorized  to  be  appropriated  to 
the  Department  of  E>efense  for  fiscal  year 
1987. 

(e)  Funding  of  Coast  Guard  Drug-Inter- 
diction AcTivrriES.— 

(1)  Use  or  Department  or  Defense  funds 
for  the  Coast  Guard.— (A)  In  addition  to 
any  other  amounts  authorized  to  be  appro- 
priated to  the  Department  of  Defense  in 
fiscal  year  1987,  $45,000,000  shall  be  author- 
ized to  be  appropriated  for  the  installation 
of  360-degree  radar  systems  on  Coast  Guard 
long-range  surveillance  aircraft. 

(B)  There  are  hereby  authorized  to  be  ap- 
propriated to  the  Department  of  Defense  in 
fiscal  year  1987.  $15,000,000  to  be  available 
for  transfer  to  the  Secretary  of  Transporta- 
tion and  shall  be  used  only  for  the  program 
described  in  section  379  of  title  10,  United 
SUtes  Code. 
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(3)  Enhakced  Drug- Interdiction  Assist- 
ance.—<A)  Chapter  18  of  title   10.  United 
States  Code,  is  amended  by  adding  after  sec- 
tion 378  the  following  new  section: 
"iXn.  Aaifnincnt  of  Coast  Guard  pereonnel  to 

naTal  Tcnels  for  drug  enforcement  purposes 

"(a)  The  Secretary  of  £>efense  and  the 
Secretary  of  Transportation  may.  by  agree- 
ment, provide  for  the  assignment  to  duty  on 
board  surface  naval  vessels  at  sea  in  a  drug- 
interdiction  area  members  of  the  Coast 
Guard  who  are  trained  in  law  enforcement 
and  are  empowered  to  arrest,  search,  and 
seize  property  and  persons  suspected  of  vio- 
lations of  law. 

"(b)  Members  of  the  Coast  Guard  as- 
signed to  duty  on  board  naval  vessels  under 
this  section  shall  perform  such  law  enforce- 
ment functions  (including  drug-interdiction 
functions)— 

"(1)  as  may  be  agreed  upon  by  the  Secre- 
tary of  Defense  and  the  Secretary  of  Trans- 
portation: and 

"(2)  as  are  otherwise  within  the  jurisdic- 
tion of  the  Coast  Guard. 

"(c)  No  fewer  than  500  active  duty  person- 
nel of  the  Coast  Guard  shall  be  assigned 
each  fiscal  year  to  duty  as  provided  in  sub- 
section (a)  or  for  other  high  priority  drug 
interdiction  activities. 

"(d)  In  this  section,  the  term  drug-inter- 
diction area'  means  an  area  outside  the  land 
area  of  the  United  States  in  which  the  Sec- 
retary of  Defense  (in  consultation  with  the 
Attorney  General)  determines  that  activi- 
ties involving  smuggling  of  drugs  into  the 
United  States  are  ongoing. '. 

(B)  The  table  of  sections  at  the  l}eginning 
of  such  chapter  is  amended  by  inserting 
after  the  item  relating  to  section  378  the 
following  new  item: 

"379.  Assignment  of  Coast  Guard  personnel 
to  naval  vessels  for  drug  en- 
forcement purposes.". 

SEC  3M&.  COAST  Gl'ARO  DRl'G  INTERDICTION  EN- 
HANCEMENT. 

(a)  Additional  Authorizations  for  the 
Coast  Guard.- 

(1)  There  is  authorized  to  be  appropriated 
for  Acquisition.  Construction,  and  Improve- 
ments of  the  Coast  Guard,  $1 14.000.000. 

(2)  There  is  hereby  authorized  to  be  ap- 
propriated for  Operating  Expenses  of  the 
Coast  Guard.  $39,000,000:  Provided,  That 
this  amount  shall  be  used  to  increase  the 
full-time  equivalent  strength  level  for  the 
Coast  Guard  for  active  Duty  personnel  for 
fiscal  year  1987  to  39.220. 

(3)  Amounts  in  addition  to  other 
amounts.— The  amounts  authorized  to  be 
appropriated  for  the  Coast  Guard  by  this 
section  are  in  addition  to  any  amounts  oth- 
erwise authorized  by  law. 

SEC  »•«.  united  states  CISTOMS  SERVICE  DRUG 
INTERDICTION  ENHANCEMENT. 

(a)  Authorization  of  Additional  Appro- 
priations FOR  the  United  States  Customs 
Service.- In  addition  to  any  other  funds  au- 
thorized to  be  appropriated  to  the  United 
States  Customs  Service  for  fiscal  year  1987, 
there  are  authorized  to  be  appropriated  the 
following  sums: 

(1)  For  an  additional  amount  for  Salaries 
and  Expenses.  $65,900,000. 

(2)  For  an  additional  amount  for  Oper- 
ation and  Maintenance.  Air  Interdiction 
Program.  $50,000,000. 

SEC  3M7.  establishment  OF  CX)MMAND.  CON- 
TROL. COMMUNICATIONS.  AND  INTEL- 
LIGENCE CENTERS  (C-31). 

There  are  authorized  to  be  appropriated 
$25,000,000  for  the  establishment  of  com- 
mand, control,  communications,  and  intelli- 


gence (C-31)  centers,  including  sector  oper- 
ations centers  and  a  national  command,  con- 
trol, communications,  and  intelligence  (C- 
31)  center,  in  locations  within  the  United 
States.  The  coordination  of  the  establish- 
ment and  location  of  such  C-31  centers  shall 
be  conducted  among  the  Commissioner  of 
C^istoms:  the  Commandant  of  the  Coast 
Guard:  the  Attorney  General  of  the  United 
States:  and  the  National  Narcotics  Border 
Interdiction  System  (NNBIS). 

SEC.  3008.  ESTABLISHMENT  OF  A  UNITED  STATES- 
BAHAMAS  DRUG  INTERDICTION  TASK 
FORCE. 

(a)  Authorization  of  Appropriations.— 

( 1 )  Establishment  of  a  United  States-Ba- 
hamas Drug  Interdiction  Task  Force.- (A) 
There  is  authorized  to  be  established  a 
United  States-Bahamas  Drug  Interdiction 
Tasli  Force  to  be  operated  jointly  by  the 
United  States  Government  and  the  Govern- 
ment of  the  Bahamas. 

(B)  The  Secretary  of  State,  the  Comman- 
dant of  the  Coast  Guard,  the  Commissioner 
of  Customs,  the  Attorney  General,  and  the 
head  of  the  National  Narcotics  Border 
Interdiction  System  (NNBIS),  shall  upon 
enactment  of  this  Act.  immediately  com- 
mence negotiations  with  the  Government  of 
the  Bahamas  to  enter  into  a  detailed  agree- 
ment for  the  establishment  and  operation 
of  a  new  drug  interdiction  task  force,  includ- 
ing plans  for  (i)  the  joint  oF>eration  and 
maintenance  of  any  drug  interdiction  assets 
authorized  for  the  task  force  in  this  section 
and  section  3006.  and  (ii)  any  training  and 
personnel  enhancements  authorized  in  this 
section  and  section  3006. 

(C)  The  Attorney  General  shall  report  to 
the  appropriate  committees  of  Congress  on 
a  quarterly  basis  regarding  the  progress  of 
the  United  States-Bahamas  Drug  Interdic- 
tion Task  Force. 

(2)  Amounts  authorized.— There  are  au- 
thorized to  be  appropriated,  in  addition  to 
any  other  amounts  authorized  to  be  appro- 
priated in  this  subtitle.  $10,000,000  for  the 
following: 

(A)  $9,000,000  for  3  twin  engine  drug 
interdiction  pursuit  helicopters  for  use  pri- 
marily for  operatioa<;  of  the  United  States- 
Bahamas  Drug  Interdiction  Task  Force  es- 
tablished under  this  section;  and 

(B)  $1,000,000  to  enhance  communications 
capabilities  for  the  operation  of  a  United 
States-Bahamas  Drug  Interdiction  Task 
Force  established  under  this  section. 

(3)  Coast  Guard- Bahamas  drug  interdic- 
tion DOCKING  facility.— There  is  authorized 
to  be  appropriated  for  acquisition,  construc- 
tion, and  improvements  for  the  Coast  Guard 
for  fiscal  year  1987,  $5,000,000.  to  be  used 
for  initial  design  engineering,  and  other  ac- 
tivities for  construction  of  a  drug  interdic- 
tion docking  facility  in  the  Bahamas  to  fa- 
cilitate Coast  Guard  and  Bahamian  drug 
interdiction  operations  in  and  through  the 
Bahama  Islands.  Of  the  amounts  authorized 
to  be  appropriated  in  this  subsection,  such 
sums  as  may  be  necessary  shall  be  available 
for  necessary  communication  and  air  sup- 
port. 

(B)  The  Commandant  of  the  Coast  Guard 
shall  use  such  amounts  appropriated  pursu- 
ant to  the  authorization  in  this  subsection 
as  may  be  necessary  to  establish  a  repair, 
maintenance,  and  boat  lift  facility  to  pro- 
vide repair  and  maintenance  services  for 
both  Coast  Guard  and  Bahamian  marine 
drug  interdiction  equipment,  vessels,  and  re- 
lated assets. 

SEC.  3009.  ADDITIONAL  FUNDS  FOR  THE  DEPART- 
MENT OF  JUSTICE. 

There  are  authorized  to  be  appropriated 
to  the  Department  of  Justice  for  fiscal  year 


1987,  in  addition  to  any  other  amounts  au- 
thorized to  be  appropriated  to  the  Depart- 
ment for  such  fiscal  year,  $7,000,000  for 
twin  engine  helicopters  with  forward  look- 
ing infrared  radiation  detection  devices  for 
drug  interdiction  operations  in  Hawaii. 

Subtitle  B — Customs  Enforcement 

SEC.  3101.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Cus- 
toms Enforcement  Act  of  1986". 

PART  1— TARIFF  ACT  AMENDMENTS 

SEC.  3111.  CONTROLLED  SUBSTANCES  DEFINED. 

Section  401  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1401)  is  amended— 

(1)  by  striking  out  the  period  in  subsection 
(c)  and  inserting  in  lieu  thereof  "and  mone- 
tary instruments  as  defined  in  section  5312 
of  title  31,  United  States  Code.", 

(2)  by  striking  out  the  following:  "For  the 
purposes  of  sections  432,  433,  434,  448,  585, 
and  586  of  this  Act,  any  vessel  which  has 
visited  any  hovering  vessel  shall  be  deemed 
to  arrive  or  have  arrived,  as  the  case  may 
be,  from  a  foreign  port  or  place.", 

(3)  by  striking  out  "The  term"  in  subsec- 
tion (k)  and  inserting  in  lieu  thereof  "(I) 
The  term", 

(4)  by  adding  at  the  end  of  sul)section  (k) 
the  following  new  paragraph: 

"(2)  For  the  purposes  of  sections  432,  433, 
434,  448,  585,  and  586.  any  vessel  which— 

"(A)  has  visited  any  hovering  vessel, 

"(B)  has  received  merchandise  while  in 
the  customs  waters  beyond  the  territorial 
sea,  or 

"(C)  has  received  merchandise  on  the  high 
seas, 

shall  be  deemed  to  arrive  or  have  arrived,  as 
the  case  may  be,  from  a  foreign  port  or 
place.",  and 

(5)  by  adding  at  the  end  thereof  the  fol- 
lowing: 

"(m)  Controlled  Substance.— The  term 
'controlled  substance'  has  the  meaning 
given  to  such  term  by  section  102(6)  of  the 
Controlled  Substances  Act  (21  U.S.C. 
802(6)).  For  purposes  of  this  Act,  any  con- 
trolled substance  is  merchandise  the  impor- 
tation of  which  into  the  United  States  is 
prohibited,  unless  the  importation  is  au- 
thorized under— 
"(1)  an  appropriate  license  or  permit:  or 
"(2)  the  Controlled  Sul>stances  Import 
and  Export  Act.". 

SEC.  3112.  report  OF  ARRIVAL  OF  VESSELS.  VEHI- 
CLES. AND  AIRCRAFT. 

Section  433  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1433)  is  amended  to  read  as  follows: 

"SEC.  433.  REPORT  OF  ARRIVAL  OF  VESSELS.  VEHI- 
CLES. AND  AIRCRAFT. 

"(a)  Vessel  Arrival.— 

"(1)  Immediately  upon  the  arrival  at  any 
port  or  place  within  the  United  States  or 
the  Virgin  Islands  of— 

"(A)  any  vessel  from  a  foreign  port  or 
place: 

"(B)  any  foreign  vessel  from  a  domestic 
port:  or 

"(C)  any  vessel  of  the  United  States  carry- 
ing bonded  merchandise,  or  foreign  mer- 
chandise for  which  entry  has  not  l>een 
made: 

the  master  of  the  vessel  shall  report  the  ar- 
rival at  the  nearest  customs  facility  or  such 
other  place  as  the  Secretary  may  prescribe 
by  regulations. 

"(2)  The  Secretary  may  by  regulation— 

"(A)  prescribe  the  manner  in  which  arriv- 
als are  to  be  reported  under  paragraph  (1); 
and 
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"(B)  extend  the  time  in  which  reports  of 
arrival  must  be  made,  but  not  beyond  24 
hours  after  arrival. 

"(b)  Vehicle  Arrival.— 

"(1)  Vehicles  may  arrive  in  the  United 
States  only  at  border  crossing  points  desig- 
nated by  the  Secretary. 

"(2)  Except  as  otherwise  authorized  by 
the  Secretary,  immediately  upon  the  arrival 
of  any  vehicle  in  the  United  States  at  a 
border  crossing  point,  the  person  in  charge 
of  the  vehicle  shall— 

"(A)  report  the  arrival;  and 

"(B)  present  the  vehicle,  and  all  persons 
and  merchandise  (including  baggage)  on 
board,  for  inspection: 

to  the  customs  officer  at  the  customs  facili- 
ty designated  for  that  crossing  point. 

"(c)  AiRCRATT  Arrival.— The  pilot  of  any 
aircraft  arriving  in  the  United  States  from 
any  foreign  airport  or  place  shall  comply 
with  such  advance  notification,  arrival  re- 
porting, and  landing  requirements  as  the 
Secretary  may  by  regulation  prescribe. 

"(d)    I»RESENTATION    OF    DOCUMENTATION.— 

The  master,  person  in  charge  of  a  vehicle, 
or  aircraft  pilot  shall,  present  to  customs  of- 
ficers such  documents,  papers,  or  manifests 
as  the  Secretary  may  by  regulation  pre- 
scribe. 

"(e)  PROHiBmoN  ON  Departures  and  Dis- 
charge.—Unless  otherwise  authorized  by 
law,  a  vessel,  aircraft,  or  vehicle  may.  after 
arriving  in  the  United  States  or  the  Virgin 
Islands— 

"(1)  depart  from  the  port,  airport,  or  place 
of  arrival,  or 

"(2)  discharge  any  passenger  or  merchan- 
dise, including  baggage, 
only  in  accordance  with  regulations  pre- 
scribed by  the  Secretary.". 

SEC.  3113.  penalties  FOR  ARRIVAL.  REPORTING. 
ENTRY,  AND  DEPARTURE  VIOLA- 
TIONS. 

(a)  Section  436  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1436)  is  amended  to  read  as  fol- 
lows: 

"SEC.  436.  PENALTIES  FOR  VIOLATIONS  OF  THE  AR- 
RIVAL. REPORTING.  AND  ENTRY  RE- 
QUIREMENTS. 

"(a)  UNLAwnn,  Acts.— It  Is  unlawful— 

"(1)  to  fail  to  comply  with  the  provisions 
of  section  433: 

"(2)  to  present  any  forged,  altered,  or 
false  document  or  paper  to  a  customs  officer 
under  section  433(d)  without  revealing  the 
facts: 

"(3)  to  fail  to  make  entry  as  required  by 
section  434,  435,  or  644  of  this  Act  or  section 
1109  of  the  Federal  Aviation  Act  (49  U.S.C. 
App.  1509); 

"(4)  to  violate  section  433(e);  or 

"(5)  to  fail  to  comply  with,  or  violate,  any 
regulation  prescribed  under  any  section  re- 
ferred to  in  any  of  the  preceding  para- 
graphs. 

"(b)  Civil  Penalty.— Any  master,  person 
in  charge  of  a  vehicle,  or  aircraft  pilot  who 
violates  any  provision  of  subsection  (a)  is 
liable  for  a  civil  penalty  of  $5,000  for  the 
first  violation,  and  $10,000  for  each  subse- 
quent violation,  and  any  conveyance  used  in 
connection  with  any  such  violation  is  sub- 
ject to  seizure  and  forfeiture. 

"(c)  Criminal  Penalty.— Any  master, 
person  in  charge  of  a  vehicle,  or  aircraft 
pilot  who  willfully  commits  any  violation 
enumerated  in  subsection  (a)  shaU  be  liable 
for  an  additional  fine  of  not  more  than 
$2,000  or  imprisonment  for  not  more  than  1 
year,  or  both,  and  if  the  conveyance  has,  or 
is  discovered  to  have  had,  on  board— 

"(1)  any  merchandise  (other  than  sea 
stores  or  the  equivalent  for  conveyances 


other  than  vessels)  the  importation  of 
which  into  the  United  States  is  prohibited, 
or 

"(2)  any  controlled  substances,  spirits, 
wines,  or  other  alcoholic  liquors, 

such  person  shall  be  liable  for  an  additional 
fine  of  not  more  than  $10,000  and  imprison- 
ment for  not  more  than  5  years,  or  both. 

"(d)  Additional  Civil  Penalty.— If  any 
merchandise  is  imported  or  brought  into  the 
United  States  in  or  aboard  a  conveyance 
which  was  not  properly  reported  or  entered, 
the  master,  person  in  charge  of  a  vehicle,  or 
aircraft  pilot  shall  be  liable  for  an  addition- 
al penalty  equal  to  the  value  of  the  mer- 
chandise and  the  merchandise  shall  be 
seized  and  forfeited  unless  proi>erly  entered 
by  the  importer  or  consignee.  If  the  mer- 
chandise consists  of  the  controlled  sub- 
stances listed  in  section  584  of  this  Act,  the 
master,  person  in  charge  of  a  vehicle,  or 
pilot  shall  be  liable  for  the  penalties  pre- 
scribed in  that  section.". 

(b)  Section  585  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1585)  is  amended- 

(1)  by  striking  out  "shall  be  liable  to  a 
penalty  of  $5,000,"  after  "vessel";  and 

(2)  by  striking  out  "$500"  and  inserting  in 
lieu  thereof  "$5,000  for  the  first  violation, 
and  $10,000  for  each  subsequent  violation,". 

SEC.  3114.  PENALTY  FOR  UNLOADING  OF  PASSEN- 
GERS. 

Section  454  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1454)  is  amended  by  striking  out 
"$500  for  each"  and  Inserting  in  lieu  thereof 
"$1,000  for  the  first  passenger  and  $500  for 
each  additional". 

SEC.  3115.  REPORTING  REQUIREMENTS  FOR  INDI- 
VIDUALS. 

(a)  Section  459  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1459)  is  amended  to  read  as  fol- 
lows: 

"SEC.  459.  REPORTING   REQUIREMENTS  FOR  INDI- 
VIDUALS. 

"(a)  Individuals  Arriving  Other  Than  by 
Conveyance.— Except  as  otherwise  author- 
ized by  the  Secretary,  individuals  arriving  in 
the  United  States  other  than  by  vessel,  vehi- 
cle, or  aircraft  shall— 

"(1)  enter  the  United  States  only  at  a 
border  crossing  point  designated  by  the  Sec- 
retary: and 

"(2)  immediately— 

"(A)  report  the  arrival,  and 

"(B)  present  themselves,  and  all  articles 
accompanying  them,  for  inspection; 
to  the  customs  officer  at  the  customs  facili- 
ty designated  for  that  crossing  point. 

"(b)  Individuals  Arriving  by  Reported 
Conveyance.— Except  as  otherwise  author- 
ized by  the  Secretary,  passengers  and  crew 
members  aboard  a  conveyance  the  arrival  in 
the  United  States  of  which  was  made  or  re- 
ported in  accordance  with  section  433  or  644 
of  this  Act  or  section  1109  of  the  Federal 
Aviation  Act  of  1958,  or  in  accordance  with 
applicable  regulations,  shall  remain  aboard 
the  conveyance  until  authorized  to  depart 
the  conveyance  by  the  appropriate  customs 
officer.  Upon  departing  the  conveyance,  the 
passengers  and  crew  members  shall  immedi- 
ately report  to  the  designated  customs  facil- 
ity with  all  articles  accompanying  them. 

"(c)  Individuals  Arriving  by  Unreported 
Conveyance.— Individuals  aboard  a  convey- 
ance the  arrival  in  the  United  States  of 
which  was  not  made  or  reported  in  accord- 
ance with  the  laws  or  regulations  referred 
to  in  subsection  (b)  shall  immediately  notify 
a  customs  officer  and  report  their  arrival, 
together  with  appropriate  information  con- 
cerning the  conveyance  on  or  in  which  they 
arrived,  and  present  their  property  for  cus- 
toms examination  and  inspection. 


"(d)  Departure  Prom  Designated  Cus- 
toms Facilities.- Any  person  required  to 
report  to  a  designated  customs  facility 
under  subsection  (a),  (b),  or  (c)  may  not 
depart  that  facility  until  authorized  to  do  so 
by  the  appropriate  customs  officer. 

"(e)  UiOAwruL  Acts.— It  is  unlawful— 

"(1)  to  fail  to  comply  with  subsection  (a), 
(b),  or  (c); 

"(2)  to  present  any  forged,  altered,  or 
false  documents  or  paper  to  a  customs  offi- 
cer under  subsection  (a),  (b),  or  (c)  without 
revealing  the  facts: 

"(3)  to  violate  subsection  (d);  or 

"(4)  to  fail  to  comply  with,  or  violate,  any 
regulation  prescribed  to  carry  out  subsec- 
tion (a),  (b),  (c),  or  (d). 

"(f)  Civil  Penalty.— Any  individual  who 
violates  any  provision  of  subsection  (e)  is 
liable  for  a  civil  penalty  of  $5,000  for  the 
first  violation,  and  $10,000  for  each  subse- 
quent violation. 

"(g)  Criminal  Penalty.- In  addition  to 
l>eing  liable  for  a  civil  penalty  under  subsec- 
tion (f),  any  individual  who  intentionally 
commits  any  violation  described  in  subsec- 
tion (e)  is,  upon  conviction,  liable  for  a  fine 
of  not  more  than  $5,000.  or  Imprisonment 
for  not  more  than  1  year,  or  both.". 

(b)  Section  460  of  the  Tariff  Act  of  1930 
(19  U.S.C.  1460)  is  repealed. 
SEC.  3IIC.  PENALTY  FOR  FAILURE  TO  DECLARE. 

Section  497  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1497)  is  amended  to  read  as  follows: 

"SEC.  4»7.  PENALTIES  FOR  FAILURE  TO  DECLARE. 

"(a)  In  General.— 

"(1)  Any  article  which— 

"(A)  is  not  included  in  the  declaration  and 
entry  as  made,  and 

"(B)  is  not  mentioned  before  examination 
of  the  baggage  begins— 

"(i)  in  writing  by  such  person,  if  written 
declaration  and  entry  was  required,  or 

"(ii)  orally,  if  written  declaration  and 
entry  was  not  required, 
shall  be  subject  to  forfeiture  and  such 
person  shall  be  liable  for  a  penalty  deter- 
mined under  paragraph  (2)  with  respect  to 
such  article. 

"(2)  The  amount  of  the  penalty  imposed 
under  paragraph  (1)  with  respect  to  any  ar- 
ticle is  equal  to— 

"(A)  if  the  article  is  a  controlled  sut)- 
stance,  200  percent  of  the  value  of  the  arti- 
cle, and 

"(B)  if  the  article  is  not  a  controlled  sub- 
stance, the  value  of  the  article. 

"(b)  Value  op  Controlled  Substances.— 

"(1)  Notwithstanding  any  other  provision 
of  this  Act.  the  value  of  any  controlled  sub- 
stance shall,  for  purposes  of  this  section,  be 
equal  to  the  amount  determined  by  the  Sec- 
retary, in  consultation  with  the  Attorney 
General  of  the  United  States,  to  be  equal  to 
the  price  at  which  such  controlled  sub- 
stance is  likely  to  be  illegally  sold  to  the 
consumer  of  such  controlled  substance. 

"(2)  The  Secretary  and  the  Attorney  Gen- 
eral of  the  United  States  shall  establish  a 
method  of  determining  the  price  at  which 
each  controlled  substance  is  likely  to  be  ille- 
gally sold  to  the  consumer  of  such  con- 
trolled substance.". 

SEC.  3117.  FALSE  MANIFESTS;  LACK  OF  MANIFESTS. 

Section  584  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1584)  is  amended— 

(1)  by  striking  out  "$500"  each  place  it  ap- 
peaj^  and  inserting  in  lieu  thereof  "$1,000", 

(2)  by  striking  out  "$50"  in  subsection 
(a)(2)  and  inserting  in  lieu  thereof  "$1,000", 

(3)  by  striking  out  $25"  in  subsection 
(a)(2)  and  inserting  in  lieu  thereof  "$500". 
and 
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(4)  by  striking  out  "$10"  in  subsection 
(aX2)  and  insertinc  in  Ueu  thereof  "$200". 

SEC  3118.  UNLAWFUL  UNLOADING  OF  MERCHAN- 
DISE. 

SecUon  586  of  the  Tariff  Act  of  1930  (19 
X3S.C.  1586)  is  amended— 

(1)  by  striking  out  "$1,000"  each  place  it 
appears  and  inserting  in  lieu  thereof 
'$10,000". 

(3)  by  striking  out  "two  years"  in  subsec- 
tion (e)  and  inserting  in  lieu  thereof  "15 
years",  and 

(3)  by  striking  out  "within  one  league  of 
the  coast"  in  subsection  (e)  and  inserting  in 
Ueu  thereof  "within  customs  waters". 

SEC  Sll».  AVIATION  SMUGGLING. 

The  Tariff  Act  of  1930  is  amended  by  in- 
serting after  section  589  the  following  new 
section: 

■^EC.  SM.  AVIATION  SMUGGLING. 

"(a)  In  General.— It  shall  be  unlawful  for 
the  pilot  of  any  aircraft  to  transport,  or  for 
any  person  on  board  any  aircraft  to  possess, 
merchandise  knowing  or  intending  that  the 
merchandise  will  be  introduced  into  the 
United  States  unlawfully. 

"(b)  Sea  Transfers.- It  shall  be  unlawful 
for  any  person  to  transfer  merchandise  be- 
tween an  aircraft  and  a  vessel  on  the  high 
seas  or  in  the  customs  waters  of  the  United 
States  if  such  person  has  not  been  author- 
ized by  the  Secretary  to  make  such  transfer 
and— 

"(1)  either— 

"(A)  the  aircraft  is  owned  by  a  citizen  of 
the  United  States  or  is  registered  in  the 
United  States,  or 

"(B)  the  vessel  is  a  vessel  of  the  United 
States  (within  the  meaning  of  section  3(b) 
of  the  Anti-Smuggling  Act  (19  U.S.C. 
1703(b))  and  the  merchandise  consists  of 
controlled  substances,  spirits,  wines,  or 
other  alcoholic  liquors  or  merchandise,  the 
importation  of  which  into  the  United  States 
is  prohibited  or  is  restricted,  or 

"(2)  regardless  of  the  nationality  of  the 
vessel  or  aircraft,  such  transfer  is  made 
under  circumstances  indicating  the  intent  to 
make  it  possible  for  such  merchandise,  or 
any  part  thereof,  to  be  introduced  into  the 
United  States  unlawfully. 

"(c)  Penalties.— 

"(1)  Any  person  who  violates  any  provi- 
sion of  this  section  shall  be  civilly  liable  for 
a  fine  equal  to  twice  the  value  of  the  mer- 
chandise involved  but  less  than  $10,000  and, 
in  addition  to  such  civil  penalty  shall  be 
liable  for  a  fine  of  not  more  than  $10,000 
and  Imprisonment  for  a  period  of  not  more 
than  5  years  or  both  if  the  merchandise  In- 
volved was  not  a  controlled  substance  and  a 
fine  of  $250,000  or  imprisonment  for  a 
period  of  20  years  or  both  if  its  a  controlled 
substance— 

"(2)  For  purposes  of  this  subsection,  the 
value  of  any  controlled  substance  shall  be 
determined  in  accordance  with  section 
497(b). 

"(d)  SEizrnix  and  Porfeitxjre.- Any  vessel 
or  aircraft  used  in  connection  with,  or  in 
aiding  or  facilitating,  any  of  the  unlawful 
acts  described  in  this  section  (whether  or 
not  any  person  is  charged  in  connection 
with  such  acts)  shall  be  seized  and  civilly 
forfeited  in  accordance  with  the  customs 
laws. 

"(e)  Intent  of  Transfer  of  Controlled 
Substances.— For  purposes  of  imposing  civil 
penalties  under  this  section  of  this  Act,  any 
one  of  the  following  acts,  when  performed 
within  250  miles  of  the  territorial  sea  of  the 
United  States  shall  be  prima  facie  evidence 
that  the  transportation  of  possession  of 
merchandise  was  unlawful  and  shall  be  pre- 


sumed to  constitute  circumstances  indicat- 
ing that  the  purpose  of  the  transfer  is  to 
make  it  possible  for  such  merchandise,  or 
any  part  thereof,  to  be  introduced  into  the 
United  States  unlawfully,  and  for  purposes 
of  subsection  (d)  or  section  596,  shall  be 
prima  facie  evidence  that  an  aircraft  or 
vessel  was  used  in  connection  with,  or  to  aid 
or  facilitate,  a  violation  of  this  section: 

"(1)  the  operation  of  an  aircraft  or  a 
vessel  without  lights  during  such  times  as 
lights  are  required  to  be  displayed  under  ap- 
plicable law: 

"(2)  the  presence  on  an  aircraft  of  an  aux- 
iliary fuel  tank  which  Is  not  installed  in  ac- 
cordance with  applicable  law; 

"(3)  the  failure  to  correctly  identify— 

"(A)  the  vessel  by  name  and  the  country 
of  registration,  or 

"(B)  the  aircraft  by  registration  number 
and  country  of  registration, 
when  requested  to  do  so  by  a  customs  offi- 
cer or  other  government  authority; 

"(4)  the  external  display  of  false  registra- 
tion numbers,  false  country  of  registration, 
or,  in  the  case  of  a  vessel,  false  name; 

"(5)  the  presence  on  board  of  unmanifest- 
ed  merchandise,  the  importation  of  which  is 
prohibited  or  restricted; 

"(6)  the  presence  on  board  of  controlled 
substances  which  are  not  manifested  or 
which  are  not  accompanied  by  the  permits 
or  licenses  required  under  the  Single  Con- 
vention on  Narcotic  Drugs  or  any  other 
international  treaty; 

"(7)  the  presence  of  any  compartment  or 
equipment  which  is  built  or  fitted  out  for 
smuggling:  or 

"(8)  the  failure  of  a  vessel  to  stop  when 
hailed  by  a  customs  officer  or  other  govern- 
ment authority.". 

For  purposes  of  section  590,  merchandise 
shall  consist  of  controlled  substances,  spir- 
its, wine,  or  other  alcoholic  liquors  or  other 
merchandise,  the  importation  of  which  into 
the  United  States  is  prohibited  or  restricted. 

SEC  3120.  SEIZURE  OF  CONVEY A.NCES. 

Section  594  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1594)  is  amended  to  read  as  follows: 

"SEC.  5S4.  SEIZURE  OK  CONVEYANCES. 

"(a)  In  General.— Whenever— 
"(1)  any  vessel,  vehicle,  or  aircraft,  or 
"(2)  the  owner  or  operator,  or  the  master, 
pilot,  conductor,  driver,  or  other  person  in 
charge  of  a  vessel,  vehicle,  or  aircraft. 

Is  subject  to  a  penalty  for  violation  of  the 
customs  laws,  the  conveyance  Involved  shall 
be  held  for  the  payment  of  such  penalty 
and  may  be  seized  and  forfeited  and  sold  in 
accordance  with  the  customs  laws.  The  pro- 
ceeds of  sale,  if  any.  In  excess  of  the  as- 
sessed penalty  and  expenses  of  seizing, 
maintaining,  and  selling  the  property  shall 
be  held  for  the  account  of  any  interested 
party. 

"(b)  Exceptions.— No  conveyance  used  by 
any  person  as  a  common  carrier  in  the 
transaction  of  business  as  a  common  carrier 
is  subject  to  seizure  or  forfeiture  under  the 
customs  laws  for  violations  relating  to  mer- 
chandise contained— 

"(1)  in  baggage  belonging  to  and  accompa- 
nying a  passenger  being  lawfully  transport- 
ed on  such  conveyance;  or 

"(2)  in  the  cargo  of  the  conveyance  If  the 
cargo  is  listed  on  the  manifest  and  marks, 
numbers,  weights  and  quantities  of  the 
outer  packages  or  containers  agree  with  the 
manifest; 

unless  the  owner  or  operator,  or  the  master, 
pilot,  conductor,  driver  or  other  person  in 
charge  participated  in,  or  had  knowledge  of. 


the  violation,  or  was  grossly  negligent  in 
preventing  or  discovering  the  violation. 

"(c)  Controlled  Substances  on  Convey- 
ance.—If  any  controlled  substances  are 
found  to  be.  or  to  have  been— 

"(1)  on  board  a  conveyance  used  as  a 
common  carrier  in  the  transaction  of  busi- 
ness as  a  common  carrier  in  one  or  more 
packages  or  containers— 

"(A)  that  are  not  manifested  (or  not 
shown  on  bills  of  lading  or  airway  bills);  or 

"(B)  whose  marks,  numbers,  weight  or 
quantities  disagree  with  the  manifest  (or 
with  the  bills  of  lading  or  airway  bills);  or 

"(2)  concealed  in  or  on  such  a  conveyance, 
but  not  in  the  cargo; 

the  conveyance  may  be  seized,  and  after  in- 
vestigation, forfeited  unless  it  appears  to 
the  satisfaction  of  the  Secretary  that  nei- 
ther the  owner  or  operator,  master,  pUot, 
nor  any  other  employee  responsible  for 
maintaining  and  insuring  the  accuracy  of 
the  cargo  manifest  knew,  or  by  the  exercise 
of  the  highest  degree  of  care  and  diligence 
could  have  known,  that  such  controlled  sub- 
stances were  on  board. 

"(d)  Definitions.— For  purposes  of  this 
section— 

"(1)  The  term  "owner  or  operator'  in- 
cludes— 

"(A)  a  lessee  or  person  operating  a  convey- 
ance under  a  rental  agreement  or  charter 
party; 

"(B)  the  officers  and  directors  of  a  corpo- 
ration; 

"(C)  station  managers  and  similar  supervi- 
sory ground  personnel  employed  by  airlines; 

"(D)  one  or  more  partners  of  a  partner- 
ship; 

"(E)  representatives  of  the  owner  or  oper- 
ator in  charge  of  the  passenger  or  cargo  op- 
erations at  a  particular  location;  and 

"(P)  and  other  persons  with  similar  re- 
sponsibilities. 

"(2)  The  term  'master'  and  similar  terms 
relating  to  the  person  in  charge  of  a  convey- 
ance includes  the  purser  or  other  person  on 
the  conveyance  who  is  responsible  for  main- 
taining records  relating  to  the  cargo  trans- 
ported in  the  conveyance.". 

SEC.  3121.  SEARCHES  AND  SEIZURES. 

Subsection  (a)  of  section  595  of  the  Tariff 
Act  of  1930  (19  U.S.C.  1595)  is  amended  to 
read  as  follows: 

"(a)(1)  If  any  officer  or  person  authorized 
to  make  searches  and  seizures  shall  have 
probable  cause  to  believe  the  presence  of— 

"(A)  any  merchandise  upon  which  the 
duties  have  not  been  paid  or  which  has  been 
otherwise  brought  into  the  United  States 
contrary  to  law, 

"(B)  any  property  which  Is  subject  to  for- 
feiture under  any  provision  of  law  enforced 
or  administered  by  the  United  States  Cus- 
toms Service,  or 

"(C)  any  documents,  containers,  wrap- 
pings, or  other  articles  which  are  evidence 
of  violations  of  section  592  involving  fraud 
or  of  any  other  law  enforced  or  adminis- 
tered by  the  United  States  Customs  Service, 
in  any  dwelling  house,  store,  or  other  build- 
ing or  place,  such  officer  or  person  may 
apply,  under  oath,  to  any  justice  of  the 
peace,  to  any  municipal,  county.  State,  or 
Federal  judge,  or  to  any  Federal  magistrate 
for  a  warrant  and  shall  thereupon  be  enti- 
tled to  a  warrant  to  enter  such  dwelling 
house  in  the  daytime  only,  or  such  store  or 
other  building  or  place  at  night  or  by  day, 
and  to  search  for  and  seize  such  merchan- 
dise or  other  article  named  in  such  warrant. 

"(2)  If  any  house,  store,  or  other  building 
or  place  is  located  upon  or  within  ten  feet  of 


.1 etr    inofi 


September  25, 1986 


CONGRESSIONAL  RECORD— SENATE 


26121 


}oses  of  this 
operator'  in- 
king a  convey- 
it  or  charter 

rs  of  a  corpo- 

tnllar  supervi- 
jd  by  airlines; 
of  a  partner- 


similar  terms 
e  of  a  coHvey- 
ler  person  on 
ible  for  main- 
;  cargo  trans- 


of  the  Tariff 
5  amended  to 


ubject  to  for- 

law  enforced 

d  States  Cus- 

Euners,  wrap- 
are  evidence 
volving  fraud 
1  or  adminis- 
itoms  Service, 
r  other  build- 
person  may 
iistice  of  the 
ity.  State,  or 
-al  magistrate 
upon  be  enti- 
iuch  dwelling 
such  store  or 
ht  or  by  day, 
iich  merchan- 
such  warrant, 
ither  building 
lin  ten  feet  of 


the  boundary  line  between  the  United 
States  and  a  foreign  country  and  any  mer- 
chandise or  other  article  subject  to  forfeit- 
ure is  found  In  such  house,  store,  o~  other 
building  or  place,  the  portion  of  such  house, 
store,  or  other  building  or  place  that  is 
within  the  United  States  may  be  taken 
down  or  removed.". 

SEC.  3in.  FORFEITURES. 

Section  596  of  the  Tariff  Act  of  1930  (19 
U,S.C.  159Sa)  is  amended— 

(1)  by  striking  out  "in  the  proviso  to  sec- 
tion 594"  and  inserting  In  lieu  thereof  "in 
subsection  (b)  or  (c)  of  section  594", 

(2)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subsection: 

"(c)  Any  merchandise  that  is  or  has  been 
introduced,  or  attempted  to  be  introduced, 
into  the  United  States  contrary  to  law 
(other  than  in  violation  of  section  592)  shall 
be  seized  and  forfeited.". 

SEC.  J123.  PROCEEDS  OF  FORFEITED  PROPERTY. 

Section  613  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1613)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsections: 

"(c)  Treatment  of  Deposits.— If  property 
is  seized  by  the  Secretary  under  a  law  en- 
forced or  administered  by  the  United  States 
Customs  Service,  or  otherwise  acquired 
under  section  60S  of  this  Act,  and  relief 
from  the  forfeiture  is  granted  by  the  Secre- 
tary upon  terms  requiring  the  deposit  or  re- 
tention of  a  monetary  amount  in  lieu  of  the 
forfeiture,  the  amount  recovered  shall  be 
treated  in  the  same  manner  as  the  proceeds 
of  sale  of  a  forfeited  item. 

"(d)  Expenses.— In  any  judicial  or  admin- 
istrative proceeding  to  forfeit  property 
imder  any  law  enforced  or  administered  by 
the  United  States  Customs  Service  or  the 
Coast  Guard,  the  seizure,  storage,  and  other 
expenses  related  to  the  forfeiture  that  are 
incurred  by  the  United  States  Customs 
Service  or  the  Coast  Guard  after  the  sei- 
zure, but  before  the  institution  of,  or 
during,  the  proceedings,  shall  be  a  priority 
claim  in  the  same  maiuier  as  the  court  costs 
and  the  expenses  of  the  Federal  marshal.". 

SEC.  3124.  COMPENSATION  TO  INFORMERS. 

Section  619  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1619)  is  amended  to  read  as  follows: 

"SEC.  S19.  AWARD  OF  COMPENSATION  TO  INFORM- 
ERS. 

"(a)  In  General.— 

"(1)  If  any  person  who  is  not  an  employee 
or  officer  of  the  United  States— 

"(A)  detects  and  seizes  any  vessel,  vehicle, 
aircraft,  merchjuidise,  or  baggage  subject  to 
seizure  and  forfeiture  under  the  customs 
laws  or  the  navigation  laws  and  reports  such 
detection  and  seizure  to  a  customs  officer, 
or 

"(B)  furnishes  to  a  United  States  attor- 
ney, the  Secretary  of  the  Treasury,  or  any 
customs  officer  original  information  con- 
cerning- 

"(i)  any  fraud  upon  the  customs  revenue, 
or 

"(ii)  any  violation  of  the  customs  laws  or 
the  navigation  laws  which  is  being,  or  has 
been,  perpetrated  or  contemplated  by  any 
other  person,  and 

"(2)  such  detection  and  seizure  or  such  in- 
formation leads  to  a  recovery  of — 

"(A)  any  duties  withheld,  or 

"(B)  any  fine,  penalty,  or  forfeiture  of 
property  incurred, 

the  Secretary  may  award  and  pay  such 
person  an  amount  that  does  not  exceed  25 
percent  of  the  net  amount  so  recovered. 

"(b)  PORTEITED  PROPERTY  NOT  SOLD.— If— 

"(1)  any  vessel,  vehicle,  aircraft,  merchan- 
dise, or  baggage  is  forfeited  to  the  United 
States  and  is  thereafter,  in  lieu  of  sale— 


"(A)  destroyed  under  the  customs  or  navi- 
gation laws,  or 

"(B)  delivered  to  any  governmental 
agency  for  official  use,  and 

"(2)  any  person  would  be  eligible  to  re- 
ceive an  award  under  subsection  (a)  but  for 
the  lack  of  sale  of  such  forfeited  property, 
the  Secretary  may  award  and  pay  such 
person  an  amount  that  does  not  exceed  25 
percent  of  the  appraised  value  of  such  for- 
feited property. 

"(c)  Dollar  Liiiitation.- The  amount 
awarded  and  paid  to  any  person  under  this 
section  shall  not  exceed  $250,000  for  any 
case. 

"(d)  Source  of  Payment.— Any  amount 
paid  under  this  section  shall  be  paid  out  of 
appropriations  available  for  the  collection 
of  the  customs  revenue. 

"(e)  Recovery  of  Bail  Bond.— For  pur- 
poses of  this  section,  an  amount  recovered 
under  a  bail  bond  shall  be  deemed  a  recov- 
ery of  a  fine  incurred.". 

SEC.  3125.  FOREIGN  LANDING  CERTIFICATES. 

Section  622  of  the  Tariff  Act  of  1930  (19 
U.S.C.  1622)  is  amended  by  striking  out  the 
period  at  the  end  thereof  and  inserting  in 
lieu  thereof  the  following:  ",  or  to  comply 
with  international  obligations.". 

SEC.  312S.  EXCHANGE  OF  INFORMATION. 

The  Tariff  Act  of  1930  is  amended  by  in- 
serting after  section  627  the  following  new 
section: 

■SEC.  «28.  EXCHANGE  OF  INFORMATION. 

"The  Secretary  of  the  Treasury  may  pre- 
scribe regulations  authorizing  customs  offi- 
cers to  exchange  information  or  documents 
with  foreign  customs  and  law  enforcement 
agencies  If  the  Secretary  reasonably  believes 
the  exchange  of  information  is  necessary 
to— 

"(1)  insure  compliance  with  any  law  relat- 
ed to  controlled  substances  that  is  enforced 
or  administered  by  the  United  States  Cus- 
toms Service: 

"(2)  administer  or  enforce  multilateral  or 
bilateral  agreements  to  which  the  United 
States  is  a  party; 

"(3)  assist  in  investigative,  judicial  and 
quasi-judicial  proceedings  in  the  United 
States;  or 

"(4)  assist  a  foreign  customs  or  law  en- 
forcement agency  in  taking  any  action  com- 
parable to  any  of  those  described  in  para- 
graph (1).  (2).  or  (3).  or  in  relation  to  any 
proceeding  in  a  foreign  country.". 

SEC.   3127.    INSPECTIONS   AND   PRECLEARANCE    IN 
FOREIGN  COUNTRIES. 

Part  V  of  title  IV  of  the  Tariff  Act  of  1930 
is  amended  by  adding  at  the  end  thereof  the 
following  new  section: 

"SEC.   629.    INSPECTIONS   AND    PRECLEARANCE   IN 
FOREIGN  COUNTRIES. 

"(a)  In  General.— When  authorized  by 
treaty  or  executive  agreement,  the  Secre- 
tary may  station  customs  officers  in  foreign 
countries  for  the  purpose  of  examining  per- 
sons and  merchandise  prior  to  their  arrival 
in  the  United  States. 

"(b)  Pdnctions  and  Duties.— Customs  of- 
ficers stationed  in  a  foreign  country  under 
subsection  (a)  may  exercise  such  functions 
and  perform  such  duties  (including  inspec- 
tions, searches,  seizures  and  arrests)  as  may 
be  permitted  by  the  treaty,  agreement  or 
law  of  the  country  in  which  they  are  sta- 
tioned. 

"(c)  Compliance.— The  Secretary  may  by 
regulation  require  compliance  with  the  cus- 
toms laws  of  the  United  States  in  a  foreign 
country  and,  in  such  a  case  the  customs 
laws  and  other  civil  and  criminal  laws  of  the 
United  SUtes  relating  to  the  importation  of 


merchandise,  filing  of  false  statements,  and 
the  unlawful  removal  of  merchandise  from 
customs  custody  shall  apply  in  the  same 
manner  as  if  the  foreign  station  were  a  port 
of  entry  within  the  customs  territory  of  the 
United  States. 

"(d)  Seizures.— When  authorized  by 
treaty,  agreement  or  foreign  law.  merchan- 
dise which  is  subject  to  seizure  or  forfeiture 
under  United  States  law  may  be  seized  in  a 
foreign  country  and  transported  under  cus- 
toms custody  to  the  customs  territory  of  the 
United  States  to  be  proceeded  against  under 
the  customs  laws. 

"(e)  Stationing  or  Foreign  (^stoms  Of- 
ficers in  THE  United  States.— The  Secre- 
tary of  State,  in  coordination  with  the  Sec- 
retary, may  enter  into  agreements  with  any 
foreign  country  authorizing  the  stationing 
in  the  United  States  of  customs  officials  of 
that  country  (if  similar  privileges  are  ex- 
tended by  that  country  to  United  States  of- 
ficials) for  the  purpose  of  Insuring  that  per- 
sons and  merchandise  going  directly  to  that 
country  from  the  United  States  comply  with 
the  customs  and  other  laws  of  that  country 
governing  the  importation  of  merchandise. 
Any  foreign  customs  official  stationed  in 
the  United  States  under  this  subsection  may 
exercise  such  functions  and  perform  such 
duties  as  United  States  officials  may  be  au- 
thorized to  perform  in  that  foreign  country 
under  reciprocal  agreement. 

"(f)  Application  or  Certain  Laws.— When 
customs  officials  of  a  foreign  country  are 
stationed  in  the  United  States  in  accordance 
with  subsection  (e).  and  if  similar  provisions 
are  applied  to  United  States  officials  sta- 
tioned in  that  country— 

"(1)  the  provisions  of  sections  HI  and 
1114  of  title  18.  United  SUtes  Code,  shall 
apply  as  if  the  foreign  officials  were  desig- 
nated in  those  sections; 

"(2)  any  person  who  in  any  matter  before 
a  foreign  customs  official  stationed  in  the 
United  States  knowingly  and  willfully  falsi- 
fies, conceals,  or  covers  up  by  any  trick, 
scheme,  or  device  a  material  fact,  or  makes 
any  false,  fictitious  or  fraudulent  state- 
ments or  representations,  or  makes  or  uses 
any  false  writing  or  document  knowing  the 
same  to  contain  any  false,  fictitious  or 
fraudulent  statement  or  entry,  shall  be 
liable  for  a  fine  of  not  more  than  $10,000,  or 
imprisonment  for  not  more  than  S  years,  or 
both.". 

SEC.  3128.  COMMERCIAL  COVER 

Part  V  of  title  IV  of  the  Tariff  Act  of  1930 
is  amended  by  adding  at  the  end  thereof  the 
following  new  section: 

"SEC.  «30.  AlTHORin  TO  CONDUCT  COMMERCIAL 
COVER 

"(a)  In  General.— The  Commissioner  of 
Customs  may  establish  and  conduct  com- 
mercial entities  such  as  corporations,  part- 
nerships, sole  proprietaries,  and  other  busi- 
ness entities  as  commercial  covers  to  sup- 
port investigative  activities  of  the  United 
States  Customs  Service.  Such  commercial 
entities  may  be  established  only  upon  writ- 
ten certification  by  the  Commissioner  of 
Customs  or  a  delegate  of  the  Commissioner 
of  Customs  that  commercial  cover  is  neces- 
sary to  conduct  authorized  investigative  ac- 
tivities. 

"(b)  Establishment  and  Operation.— The 
establishment  and  operation  of  commercial 
entities  pursuant  to  this  section  shall  be  in 
accordance  with  prevailing  commercial  prac- 
tices so  long  as  such  practices  are  not  incon- 
sistent with  the  purposes  of  commercial 
cover.  Laws  applicable  to  Federal  appropria- 
tions. Federal  property  management.  Feder- 
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«1  acquisitions.  Federal  employment  and 
Government  corporations  shaJl  not  apply  to 
the'  establishment  and  operation  of  commer- 
cial covers  upon  the  written  certification  by 
the  Commissioner  of  Customs,  or  any  dele- 
gate of  the  Commissioner  of  Customs,  that 
the  application  of  such  laws  would  compro- 
mise a  commercial  cover. 

"(C)  WrrHDRAWAL  AND  DEPOSIT  OF  PUNTS.— 

The  Commissioner  of  Customs,  or  any  dele- 
gate of  the  Commissioner  of  Customs,  is  au- 
thorized to  deposit  and  withdraw  in  banks 
and  other  financial  institutions— 

"(1)  funds  appropriated  for  the  United 
States  Customs  Service  that  are  used  to  con- 
duct commercial  cover,  and 

"(2)  funds  generated  by  the  business  enti- 
ties authorized  by  this  section. 

"(d)  Use  of  Pdmss  Generated  by  Commer- 
ciAL  Cover.— 

"(1)  Funds  generated  by  any  business  enti- 
tles authorized  by  this  section  may  be  used 
to  offset  necessary  and  reasonable  expenses 
incurred  by  the  commercial  cover.  As  soon 
as  practicable,  funds  generated  by  a  com- 
mercial cover  that  are  no  longer  necessary 
for  the  conduct  of  that  commercial  cover 
shall  be  deposited  in  the  Treasury  of  the 
United  States  as  miscellaneous  receipts. 

"(3)  Upon  the  liquidation,  dissolution, 
sale,  or  other  final  disposition  of  a  commer- 
cial cover  established  and  conducted  under 
this  section  and  after  the  payment  of  all  ob- 
ligations incurred  with  respect  to  such  com- 
mercial cover,  any  remaining  funds  de- 
scribed in  paragraph  (1)  or  (2)  of  subsection 
(c)  shall  be  deposited  in  the  Treasury  of  the 
United  States  as  miscellaneous  receipts.". 
PART  n— MISCELLANEOUS  PROVISIONS 
8SC  3131.  RECREATIONAL  VESSELS. 

Subsection  (b)  of  section  12109  of  title  46. 
United  States  Code,  is  amended  by  adding 
at  the  end  thereof  the  following  new  sen- 
tence: "Such  vessel  must,  however,  comply 
with  all  customs  requirements  for  reporting 
arrival  pursuant  to  section  433  of  the  Tariff 
Act  of  1930  (19  U.S.C.  1433)  and  all  persons 
aboard  such  vessel  shall  be  subject  to  all  ap- 
plicable customs  regulations.". 

SEC.  31Jr  PROVISION  OF  ASSISTANCE  TO  CUSTOMS 
OFFICERS. 

Section  3071  of  the  Revised  SUtutes  (19 
U.S.C.  507)  is  amended  to  read  as  follows: 

"(a)  Every  customs  officer  shall— 

"(1)  upon  being  questioned  at  the  time  of 
executing  any  of  the  p>owers  conferred  upon 
him.  make  known  his  character  as  an  officer 
of  the  Federal  Government,  and 

"(2)  have  the  authority  to  demand  the  as- 
sistance of  any  person  in  making  any  arrest, 
search,  or  seizure  authorized  by  any  law  en- 
forced or  administered  by  customs  officers, 
if  such  assistance  may  be  necessary. 
If  such  person  shall,  without  reasonable 
excuse,  neglect  or  refuse  to  assist  the  cus- 
toms officer  upon  proper  demand,  such 
person  shall  be  guilty  of  a  misdemeanor  and 
subject  to  a  fine  of  not  more  than  $1,000. 

"(b)  Any  person  other  than  an  officer  or 
employee  of  the  United  States  who  renders 
assistance  in  good  faith  upon  the  request  of 
a  customs  officer  shall  not  be  held  liable  for 
any  civil  damages  as  a  result  of  the  render- 
ing of  such  assistance  if  the  assisting  person 
acts  as  an  ordinary,  reasonably  prudent 
person  would  have  acted  under  the  same  or 
similar  circumstances.". 

SEC.  3133.  REPORTS  ON  EXPORTS  AND  IMPORTS  OF 
MONETARY  tNSTRlMENTS. 

Section  5316(aH2)  of  title  31.  United 
States  Code  is  amended  by  striking  out 
"15,000"  and  inserting  in  lieu  thereof 
"$10,000". 


SEC.  I4M.  SMUCiGLING  INVESTIGATIONS. 

Section  3  of  the  Act  of  August  11.  1955  (69 
SUt.  684;  21  U.S.C.  969).  is  amended  by  (A) 
deleting  the  words  'of  Controlled  Sub- 
stances" from  the  heading  of  Sec.  1.:  (B)  by 
redesignating  sections  (1).  (2).  and  (3)  and 
subsections  (a),  (b),  and  (c):  (C)  by  striking 
"Section  545  of  title  15  (relating  to  ...  21 
U.S.C.  and  substituting  in  any  law  relating 
to  the  reporting  of  monetary  instrument 
transactions  and  transportation  (pursuant 
to  Chap.  53.  title  31  U.S.  Code)  or  to  the 
Bank  Secrecy  Act  (P.L.  91-508)"  inserting 
"and  pay  the  costs  of  the  proceeding"  after 
"investigation"  in  the  second  sentence. 
PART  III— AlHENDMENTS  TO  THE  CON- 
TROLLED SUBSTANCES  IMPORT  AND 
EXPORT  ACT 
SEC.  3141.  UNLAWFUL  IMPORTATION. 

(a)  Section  1009  of  the  Controlled  Sub- 
stances Import  and  Export  Act  (21  U.S.C. 
959)  is  amended— 

(1)  by  inserting  "Possession,"  in  the  head- 
ing, 

(2)  by  striking  out  "It  shall"  and  inserting 
in  lieu  thereof  "(a)  It  shall", 

(3)  by  striking  out  "This  section"  and  in- 
serting in  lieu  thereof  "(c)  This  section", 

(4)  by  inserting  "or  into  waters  within  a 
distance  of  12  miles  of  the  coast  of  the 
United  States"  after  "United  States"  each 
place  it  appears  in  subsection  (a),  and 

(5)  by  inserting  after  subsection  (a)  the 
following  new  subsection: 

•(b)  It  shall  be  unlawful  for  any  United 
States  citizen  on  board  any  aircraft,  or  any 
person  on  board  an  aircraft  owned  by  a 
United  States  citizen  or  registered  in  the 
United  States  to— 

"(1)  manufacture  or  distribute  a  con- 
trolled substance,  or 

"(2)  possess  a  controlled  substsmce  with 
intent  to  distribute.". 

(b)  The  table  of  contents  of  the  Compre- 
hensive Drug  Abuse  Prevention  and  Control 
Act  of  1970  is  amended  by  striking  out 
"Manufacture"  in  the  item  relating  to  sec- 
tion 1009  and  inserting  in  lieu  thereof  "Pos- 
session, manufacture". 

PART  IV— AMENDMENTS  TO  THE  CRIMINAL 
CODE 

SEC.  3151.  OPERATION  OF  AIRCRAFT;  WITH  ILLE- 
GAL FUEL  TANK  INSTALLATIONS. 

(a)  Chapter  2  of  title  18,  United  States 
Code,   is  amended   by  adding  at  the  end 
thereof  the  following  new  section: 
"§  36.  Illegal  fuel  installations  aboard  aircraft 

"(a)  It  shall  be  unlawful  for  any  person  to 
knowingly  make  a  fuel  tank  or  fuel  system 
installation  aboard  an  aircraft,  or  to  operate 
any  aircraft  with  a  fuel  tank  or  fuel  system 
installation  aboard,  unless  such  tank  or  in- 
stallation is  in  accordance  with  all  applica- 
ble rules,  regulations  or  requirements  of  the 
Administrator  of  the  Federal  Aviation  Ad- 
ministration, including  inspection '  and  ap- 
proval. Any  person  violating  this  section 
shall  be  subject  to  a  fine  of  not  more  than 
$5,000  or  imprisonment  not  exceeding  two 
years,  or  both.  Unless  exempted  by  the  Ad- 
ministrator of  the  Federal  Aviation  Admin- 
istration, by  regulation,  authorization  from 
the  Federal  Aviation  Administration  to  have 
an  auxiliary  fuel  tank  or  system  installation 
or  modification  shall  be  aboard  the  aircraft 
whenever  it  is  operated  and  such  authoriza- 
tion must  be  shown  to  any  Federal,  State,  or 
local  law  enforcement  officer  upon  request. 
Fidlure  to  have  such  authorization  aboard 
shall  create  a  presumption  that  the  installa- 
tion is  unlawful. 

"(b)  Any  unlawful  fuel  tank  or  fuel  system 
installation  and  the  aircraft  in  which  it  is 


installed  shall  be  subject  to  seizure  and  civil 
forfeiture.  The  provisions  of  law  relating  to 
the  seizure,  summary  and  judicial  forfeit- 
ure, and  condemnation  of  property  for  vio- 
lation of  the  customs  laws;  the  disposition 
of  such  property  or  the  proceeds  from  the 
sale  thereof;  the  remission  or  mitigation  of 
such  forfeitures;  and  the  compromise  of 
claims  and  the  award  of  compensation  to  in- 
formers in  respect  of  such  forfeitures  shall 
apply  to  seizures  and  forfeitures  incurred, 
or  alleged  to  have  been  incurred,  under  the 
provisions  of  this  section,  insofar  as  applica- 
ble and  not  inconsistent  with  the  provisions 
hereof:  Provided,  That  such  duties  as  are 
imposed  upon  customs  officers  or  any  other 
person  with  respect  to  the  seizure  and  for- 
feiture of  property  under  the  customs  law 
may  also  be  performed  with  respect  to  sei- 
zures and  forfeitures  of  property  under  this 
section  by  such  officers,  agents,  or  other 
persons  as  may  be  authorized  or  designated 
for  that  purpose  by  the  Attorney  General.", 
(b)  The  table  of  sections  for  chapter  2  of 
title  18  of  the  United  States  Code  is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing: 

"36.    Illegal    fuel    installation    aboard   air- 
craft.". 

Subtitle  C — Maritime  Drug  Law  Enforcement 
Prosecution  Improvements  Act  of  1986 

SEC.  3201.  SHORT  TITLE. 

This  part  may  be  cited  as  the  "Maritime 
Drug  Law  Enforcement  Prosecution  Im- 
provements Act  of  1986". 

SEC.  .1202.  IMPROVEMENT  OF   PUBLIC   LAW   96-350. 

The  Act  entitled  "An  Act  to  facilitate  in- 
creased enforcement  by  the  Coast  Guard  of 
laws  relating  to  the  importation  of  con- 
trolled substances,  and  for  other  purposes", 
approved  September  15.  1980  (Public  Law 
96-350;  94  Stat.  1159)  is  amended  by  striking 
everything  immediately  after  the  enacting 
clause  and  inserting  in  lieu  thereof  the  fol- 
lowing: 

"That  this  Act  may  be  cited  as  the  'Mari- 
time Drug  Law  Enforcement  Act'. 

"Sec  2.  The  Congress  finds  and  declares 
that  trafficldng  in  controlled  substances 
aboard  vessels  is  a  serious  international 
problem  and  is  imiversally  condemned. 
Moreover,  such  trafficking  presents  a  specif- 
ic threat  to  the  security  and  societal  well- 
l}eing  of  the  United  States. 

"Sec.  3.  (a)  It  is  unlawful  for  any  person 
on  board  a  vessel  of  the  United  States,  or  on 
board  a  vessel  subject  to  the  jurisdiction  of 
the  United  States,  to  knowingly  or  inten- 
tionally manufacture  or  distribute,  or  to 
possess  with  intent  to  manufacture  or  dis- 
tribute, a  controlled  substance. 

"(b)  For  purposes  of  this  section,  a  vessel 
of  the  United  States'  means— 

"(1)  a  vessel  documented  under  chapter 
121  of  title  46,  United  States  Code,  or  a 
vessel  numbered  as  provided  in  chapter  123 
of  that  title; 

"(2)  a  vessel  owned  in  whole  or  part  by— 

"(A)  the  United  States  or  a  territory,  com- 
monwealth, or  possession  of  the  United 
States; 

"(B)  a  State  or  political  subdivision  there- 
of; 

"(C)  a  citizen  or  national  of  the  United 
States;  or 

"(D)  a  corporation  created  under  the  laws 
of  the  United  States  or  any  State,  the  Dis- 
trict of  Columbia,  or  any  territory,  common- 
wealth, or  possession  of  the  United  States; 
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unless  the  vessel  has  been  granted  the  na- 
tionality of  a  foreign  nation  in  accordance 
with  article  5  of  the  1958  Convention  on  the 
High  Seas;  and 

"(3)  a  vessel  that  was  once  documented 
under  the  laws  of  the  United  States  and,  in 
violation  of  the  laws  of  the  United  States, 
was  either  sold  to  a  person  not  a  citizen  of 
the  United  States  or  placed  under  foreign 
registry  or  a  foreign  flag,  whether  or  not 
the  vessel  has  been  granted  the  nationality 
of  a  foreign  nation. 

"(c)(1)  For  purposes  of  this  section,  a 
'vessel  subject  to  the  jurisdiction  of  the 
United  States'  includes— 

"(A)  a  vessel  without  nationality: 

"(B)  a  vessel  assimilated  to  a  vessel  with- 
out nationality,  in  accordance  with  para- 
graph (2)  of  article  6  of  the  1958  Convention 
on  the  High  Seas; 

"(C)  a  vessel  registered  in  a  foreign  nation 
where  the  flag  nation  has  consented  or 
waived  objection  to  the  enforcement  of 
United  States  law  by  the  United  SUtes; 

"(D)  a  vessel  located  within  the  customs 
waters  of  the  United  States;  and 

"(E)  a  vessel  located  in  the  territorial 
waters  of  another  nation,  where  the  nation 
consents  to  the  enforcement  of  United 
States  law  by  the  United  States. 
Consent  or  waiver  of  objection  by  a  flag 
nation  to  the  enforcement  of  United  States 
law  by  the  United  States  under  paragraph 
(C)  or  (E)  of  this  paragraph  may  be  ob- 
tained by  radio,  telephone,  or  similar  oral  or 
electronic  means,  and  may  be  proved  by  cer- 
tification of  the  Secretary  of  State  or  the 
Secretary's  designee. 

"(2)  For  purposes  of  this  section,  a  'vessel 
without  nationality'  includes— 

"(A)  a  vessel  aboard  which  the  master  or 
person  in  charge  malses  a  claim  of  registry, 
which  claim  is  denied  by  the  flag  nation 
whose  registry  is  claimed;  and 

"(B)  any  vessel  aboard  which  the  master 
or  person  in  charge  fails,  upon  request  of  an 
officer  of  the  United  States  empowered  to 
enforce  applicable  provisions  of  United 
States  law,  to  make  a  claim  of  nationality  or 
registry  for  that  vessel. 
A  claim  of  registry  under  subparagraph  (A) 
may  be  verified  or  denied  by  radio,  tele- 
phone, or  similar  oral  or  electronic  means. 
The  denial  of  such  claim  of  registry  by  the 
claimed  flag  nation  may  be  proved  by  certi- 
fication of  the  Secretary  of  State  or  the  Sec- 
retary's designee. 

"(3)  For  purposes  of  this  section,  a  claim 
of  nationality  or  registry  only  includes: 

"(A)  possession  on  board  the  vessel  and 
production  of  documents  evidencing  the  ves- 
sel's nationality  in  accordance  with  article  5 
of  the  1958  Convention  on  the  High  Seas; 

"(B)  flying  its  flag  nation's  ensign  or  flag: 
or 

"(C)  a  verbal  claim  of  nationality  or  regis- 
try by  the  master  or  person  in  charge  of  the 
vessel. 

"(d)  A  claim  of  failure  to  comply  with 
international  law  in  the  enforcement  of  this 
Act  may  be  invoked  solely  by  a  foreign 
state,  and  a  failure  to  comply  with  interna- 
tional law  shall  not  divest  a  court  of  juris- 
diction or  otherwise  constitute  a  defense  to 
any  proceeding  under  this  Act. 

"(e)  This  section  does  not  apply  to  a 
common  or  contract  carrier,  or  an  employee 
thereof,  who  possesses  or  distributes  a  con- 
trolled substance  in  the  lawful  and  usual 
course  of  the  carrier's  business  or  to  a 
public  vessel  of  the  United  SUtes.  or  any 
person  on  board  such  a  vessel  who  possesses 
or  distributes  a  controlled  substance  in  the 
lawful  course  of  such  person's  duties,  if  the 


controlled  substance  is  a  part  of  the  cargo 
entered  in  the  vessel's  manifest  and  is  in- 
tended to  be  lawfully  Imported  into  the 
country  of  destination  for  scientific,  medi- 
cal, or  other  legitimate  purposes.  It  shall 
not  be  necessary  for  the  United  States  to 
negative  the  exception  set  forth  in  this  sub- 
section in  any  complaint,  information,  in- 
dictment, or  other  pleading  or  in  any  trial 
or  other  proceeding.  The  burden  of  going 
forward  with  the  evidence  with  respect  to 
this  exception  is  upon  the  person  claiming 
its  benefit. 

"(f)  Any  person  who  violates  this  section 
shall  be  tried  in  the  United  SUtes  district 
court  at  the  point  of  entry  where  that 
person  enters  the  United  SUtes,  or  in  the 
United  SUtes  District  Court  of  the  District 
of  Columbia. 

"(g)(1)  Any  person  who  commits  an  of- 
fense defined  in  this  section  shall  be  pim- 
ished  in  accordance  with  the  t>enalties  set 
forth  in  section  1010  of  the  Comprehensive 
Drug  Abuse  Prevention  and  Control  Act  of 
1970  (21  U.S.C.  960). 

"(2)  Notwithstanding  paragraph  (1)  of 
this  subsection,  any  person  convicted  of  an 
offense  under  this  Act  shall  be  punished  in 
accordance  with  the  penalties  set  forth  in 
section  1012  of  the  Comprehensive  Drug 
Abuse  Prevention  and  Control  Act  of  1970 
(21  U.S.C.  962)  if  such  offense  is  a  second  or 
subsequent  offense  as  defined  in  section 
1012(b)  of  that  Act. 

"(h)  This  section  is  intended  to  reach  acts 
of  possession,  manufacture,  or  distribution 
committed  outside  the  territorial  jurisdic- 
tion of  the  United  SUtes. 

"(i)  The  definitions  in  the  Comprehensive 
Drug  Abuse  Prevention  and  Control  Act  of 
1970  (21  U.S.C.  802)  apply  to  tenns  used  in 
this  Act. 

"(j)  Any  person  who  attempts  or  conspires 
to  commit  any  offense  defined  in  this  Act  is 
punishable  by  imprisonment  or  fine,  or 
both,  which  may  not  exceed  the  maximum 
punishment  prescribed  for  the  offense,  the 
commission  of  which  was  the  object  of  the 
attempt  or  conspiracy. 

"Sec.  3.  Any  property  described  in  section 
5H(a)  of  the  Comprehensive  Drug  Abuse 
Prevention  and  Control  Act  of  1970  (21 
U.S.C.  881(a))  that  is  used  or  intended  for 
use  to  commit,  or  to  facilitate  the  commis- 
sion of,  an  offense  under  this  Act  shall  be 
subject  to  seizure  and  forfeiture  in  the  same 
manner  as  similar  property  seized  or  forfeit- 
ed under  section  511  of  the  Comprehensive 
Drug  Abuse  Prevention  and  Control  Act  of 
1970(21U.S.C.  881).". 

Subtitle  D— Reports  on  Department  of 
Defense  Drug  Control  Actitivies 

SEC.  3251.  REPORTS  ON  DEPARTMENT  OF  DEFENSE 
DRUG  CONTROL  ACTIVrTIES. 

(a)  Not  later  than  March  1,  1987,  the  Na- 
tional Drug  Enforcement  Policy  Board  shall 
submit  a  report  to  the  Committees  on 
Armed  Services  of  the  Senate  and  the 
House  of  RepresenUtives  on  the  manner 
and  the  extent  to  which  the  Department  of 
Defense  should  be  involved  in  United  SUtes 
law  enforcement  activities  relating  to  the 
control  and  reduction  of  drug  abuse.  The 
Board  shall  include  in  such  report— 

(1)  its  recommendation  for  a  5-year  fund- 
ing plan  for  the  participation  of  the  Depart- 
ment of  Defense  in  United  SUtes  drug  law 
enforcement  activities;  and 

(2)  a  description  of  the  functions  which 
members  of  the  Armed  Forces,  including 
the  National  Guaj^  the  Reserves,  and  the 
Civil  Air  Patrol,  under  the  jurisdiction  of 
the  Secretary  of  Defense  may  appropriately 
perform  In  the  national  effort  to  control 


and  reduce  drug  abuse.  Including  the  inter- 
diction of  illegal  drugs. 

(b)  Not  later  than  December  1,  1986,  the 
Secretary  of  Defense,  in  consulUtion  with 
the  National  Drug  Enforcement  Policy 
Board  and  the  I>epartment  of  Education, 
shall  submit  to  the  Committees  on  Armed 
Services  of  the  Senate  and  the  House  of 
RepresenUtives  a  report  containing  a  dis- 
cussion of  (1)  the  extent  to  which  youth  en- 
rolled in  schools  operated  by  the  Depart- 
ment of  Defense  for  dependent  members  of 
the  Armed  Forces  are  receiving  education 
on  drug  and  substance  abuse,  (2)  the  types 
of  drug  education  programs  that  are  cur- 
rently being  provided  in  such  schools,  (3) 
whether  additional  drug  education  pro- 
grams are  needed  in  such  schools,  and  (4) 
the  extent  to  which  drug  education  pro- 
grams for  youth  in  grades  K  through  12  in- 
clude or  should  include  prevenUtive  peer 
counseling  classes. 

SubUUe  E— Driving  While  Impaired  by  Drug  In- 
toxication to  be  Punishable  Under  the  Uniform 
Code  of  Military  Justice 

SEC.  33eL  DRIVING  WHILE  IMPAIRED. 

Section  911  of  title  10,  United  SUtes  Code, 
is  amended  by  striking  out  "drunk, "  and  in- 
serting in  lieu  thereof  "drunk  or  while  im- 
paired by  a  substance  described  in  section 
912a(b)  of  this  title  (article  112a(b)).". 

Subtitle  F — Drug  Interdiction  Assistance  to 
Civilian  Law  Enforcement  OfTicials 

SEC.  33SL  ASSISTANCE  TO  CIVIUAN  LAW  ENFORCE- 
MENT. 

Section  374(a)  of  title  10,  United  SUtes 
Code,  is  amended  by  striking  out  the  period 
at  the  end  and  inserting  in  lieu  thereof  "or 
with  respect  to  assistance  that  such  agency 
is  authorized  to  furnish  to  any  foreign  gov- 
ernment which  is  involved  in  the  enforce- 
ment of  similar  laws.". 

Subtitle  G— Air  Safety 

SEC.  3401.  AIR  SAFETY. 

(a)(1)  Section  902(b)  of  the  Federal  Avia- 
tion Act  of  1958  (49  U.S.C.  1472(b))  is 
amended  by  adding  at  the  end  thereof  the 
following: 

"(3)(A)  Nothing  in  this  subsection  or  in 
any  other  provision  of  this  Act  shall  pre- 
clude a  SUte  from  esUblishing  criminal 
penalties,  including  providing  for  forfeiture 
or  seizure  of  aircraft,  for  a  person  who  in 
connection  with  an  act  described  in  subpara- 
graph (B)  and  with  knowledge  of  such  act— 

"(i)  knowingly  and  willfully  forges,  coun- 
terfeits, alters,  or  falsely  makes  an  aircraft 
registration  certificate: 

"(ii)  knowingly  sells,  uses,  attempts  to  use, 
or  possesses  with  intent  to  use  a  fraudulent 
aircraft  registration  certificate: 

"(iii)  knowingly  and  willfully  displays  or 
causes  to  be  displayed  on  any  aircraft  any 
marks  that  are  false  or  misleading  as  to  the 
nationality  or  registration  of  the  aircraft:  or 

"(iv)  obUlns  an  aircraft  registration  certif- 
icate from  the  Administrator  by  knowingly 
and  willfully  falsifying,  concealing,  or  cover- 
ing up  a  material  fact,  or  making  a  false,  fic- 
titious, or  fraudulent  sUtement  or  represen- 
Ution,  or  making  or  using  any  false  writing 
or  document  knowing  the  writing  or  docu- 
ment to  contain  any  false,  fictitious,  or 
fraudulent  sUtement  or  entry. 

"(B)  The  Act  referred  to  in  subparagraph 
(A)  is  the  transporUtion  by  aircraft  of  any 
controlled  substance,  or  the  aiding  or  lacUl- 
Ution  of  a  controlled  substance  offense, 
where  such  act  is  punishable  by  death  or 
imprisonment  for  a  term  exceeding  one  year 
imder  a  SUte  or  Federal  law  relating  to  a 
controlled  substance  (other  than  a  law  re- 
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Uting  to  simple  possession  of  a  controlled 
■ubstjtnce).". 

(3)  Section  501  of  the  Federal  Aviation 
Act  of  1958  (49  U.S.C.  1401)  is  amended  by 
adding  at  the  end  thereof  the  following: 

"niSraCTIOH  IT  LAW  KKTORCEICEMT  OmCERS 

"(g)  The  operator  of  an  aircraft  shall 
make  available  for  inspection  an  aircraft's 
certificate  or  registration  upon  request  by  a 
Federal,  State,  or  local  law  enforcement  of- 
ficer.". 

(3)  That  portion  of  the  table  of  contents 
of  the  Federal  Aviation  Act  of  1958  which 
appears  under  the  side  heading  "Sec.  501. 
Registration  of  aircraft  nationality."  is 
amended  by  adding  at  the  end  thereof  the 
following: 

"(g)  Inspection  by  law  enforcement  offi- 
cers.". 

(b)(1)  Subsection  (q)  of  section  902  of  the 
Federal  Aviation  Act  of   1958  (49  U.S.C. 
1472(q))  is  amended  to  read  as  follows: 
"violahons  in  coot«ction  with 
trahsportation  op  controlled  substances 

"(qKl)  It  shall  be  unlawful,  in  connection 
with  an  act  described  in  paragraph  (2)  and 
with  knowledge  of  such  act.  for  any 
person— 

"(A)  who  is  the  owner  of  tui  aircraft  eligi- 
ble for  registration  under  section  501,  to 
knowingly  and  willfully  operate,  attempt  to 
operate,  or  permit  any  other  person  to  oper- 
ate such  aircraft  if  the  aircraft  is  not  regis- 
tered under  section  501  or  the  certificate  of 
registration  of  the  aircraft  is  suspended  or 
revoked,  or  if  such  person  does  not  have 
proper  authorization  to  operate  or  navigate 
the  aircraft  without  registration  for  a 
period  of  time  after  transfer  of  ownership: 

"(B)  to  operate  or  attempt  to  operate  an 
aircraft  eligible  for  registration  under  sec- 
tion 501  knowing  that  such  aircraft  is  not 
registered  under  section  501.  that  the  certif- 
icate of  registration  is  suspended  or  revoked, 
or  that  such  person  does  not  have  proper 
authorization  to  operate  or  navigate  the  air- 
craft without  registration  for  a  period  of 
time  after  transfer  of  ownership; 

"(C)  to  knowingly  and  willfully  serve,  or 
attempt  to  serve,  in  any  capacity  as  an 
airman  without  a  valid  airman  certificate 
authorizing  such  person  to  serve  in  such  a 
cv>acity; 

"(D)  to  knowingly  and  willfully  employ 
for  service  or  utilize  any  airman  who  does 
not  possess  a  valid  airman  certificate  au- 
thorizing such  person  to  serve  in  such  ca- 
pacity: and 

"(E)  to  knowingly  and  willfully  operate  an 
aircraft  in  violation  of  any  rule,  regulation, 
or  requirement  issued  by  the  Administrator 
of  the  Federal  Aviation  Administration  with 
respect  to  the  display  of  navigation  or  anti- 
collision  lights. 

"(2)  The  act  referred  to  in  paragraph  (1) 
is  the  transportation  by  aircraft  of  any  con- 
trolled substance  or  aiding  or  facilitating  a 
controlled  substance  offense  where  such  act 
is  punishable  by  death  or  imprisonment  for 
a  term  exceeding  one  year  under  a  State  or 
Federal  law  or  is  provided  in  connection 
with  any  act  that  is  punishable  by  death  of 
imprisonment  for  a  term  exceeding  one  year 
under  a  State  or  Federal  law  relating  to  a 
controlled  substance  (other  than  a  law  re- 
lating to  simple  possession  of  a  controlled 
substance). 

"(3)  A  person  violating  this  subsection 
shall  be  subject  to  a  fine  not  exceeding 
$25,000,  or  imprisonment  not  exceeding  5 
years,  or  both. 

"(4)  For  purposes  of  this  subsection,  the 
term  'controlled  substance'  has  the  meaning 


given  to  such  term  by  section  102(5)  of  the 
Controlled  Substances  Act  (21  U.S.C. 
802(6)).". 

(2)  That  portion  of  the  table  of  contents 
of  the  Federal  Aviation  Act  of  1958  which 
appears  under  the  side  heading  "Sec.  902. 
Criminal  penalties."  is  amended  after  the 
item  relating  to  subsection  (q)  to  read  as  fol- 
lows: 

"(q)  Violations  in  connection  with  trans- 
portation of  controlled  substances. ". 

(c)  Section  904(a)  of  the  Federal  Aviation 
Act  of  1958  (49  U.S.C.  1474(a))  is  amended- 

(1)  by  striking  "$500"  wherever  it  appears 
and  by  inserting  in  lieu  thereof  "$5,000"; 

(2)  by  inserting  immediately  after  the 
second  sentence  the  following:  'In  addition 
to  any  other  penalty,  if  any  controlled  sub- 
stance described  in  section  584  of  the  Tariff 
Act  of   1930  (19  U.S.C.   1584)  is  found  on 

'board  of.  or  to  have  been  unladen  from,  an 
aircraft  subject  to  section  1109(b)  and  (c)  of 
this  Act,  the  owner  or  person  in  charge  of 
such  aircraft  shall  be  subject  to  the  penal- 
ties provided  for  in  section  584  of  the  Tariff 
Act  of  1930  (19  U.S.C.  1584),  unless  such 
owner  or  person  is  able  to  demonstrate,  by  a 
preponderance  of  the  evidence,  that  such 
owner  or  person  did  not  know,  and  could 
not,  by  the  exercise  of  the  highest  degree  of 
care  and  diligence,  have  known,  that  any 
such  controlled  substance  was  on  board."; 
and 

(3)  by  amending  the  third  sentence  to 
read  as  follows:  "In  the  case  the  violation  is 
by  the  owner,  operator,  or  person  in  com- 
mand of  the  aircraft,  any  penalty  imposed 
by  this  section  shall  be  a  lien  against  the 
aircraft.". 

(d)(1)  Section  1109  of  the  Federal  Aviation 
Act  of  1958  (49  App.  U.S.C.  1509)  is  amend- 
ed by  adding  at  the  end  thereof  the  follow- 
ing: 

"REPORTING  TRANSFER  OT  OWNERSHIP 

"(f)  Any  person  having  an  ownership  in- 
terest in  any  aircraft  for  which  a  certificate 
of  registration  has  been  issued  under  this 
Act  shall,  upon  the  sale,  conditional  sale, 
transfer  or  conveyance  of  such  ownership 
interest,  file  within  15  days  such  notice  as 
the  Secretary  of  the  Treasury  may  by  regu- 
lation require.  The  filing  of  a  notice  under 
this  subsection  shall  not  relieve  any  person 
from  the  filing  requirements  of  section  501 
or  503  of  this  Act.". 

(2)  That  portion  of  the  table  of  contents 
of  the  Federal  Aviation  Act  of  1958  which 
appears  under  the  side  heading  "Sec.  1109. 
Application  of  existing  laws  relating  to  for- 
eign commerce."  is  amended  by  adding  at 
the  end  thereof  the  following: 

"(f)  Reporting  transfer  of  ownership. ". 

Subtitle  H — Communications 
SEC.  M51.  COMML'NICATIONS. 

The  Federal  Communications  Commission 
shall  revoke  any  license  issued  to  any 
person  under  the  Conununications  Act  of 
1934  (47  U.S.C.  151  et  seq.)  who  is  found  to 
have  used  said  license  for  the  purpose  of 
using  or  distributing  any  controlled  sub- 
stance in  violation  of  any  provision  of  Fed- 
eral law.  In  addition,  the  Federal  Communi- 
cations Commission  shall,  upon  the  request 
of  an  appropriate  Federal  law  enforcement 
agency,  assist  in  the  enforcement  of  Federal 
law  prohibiting  the  use  or  distribution  of 
any  controlled  substance  where  communica- 
tions equipment  within  the  jurisdiction  of 
the  Federal  Communications  Commission 
under  the  Communications  Act  of  1934  is 
being  used  for  purposes  of  using  or  distrib- 
uting any  such  substance. 


Subtitle  I — Drug  Law  Enforcement  Cooperation 
Study 

SEC.   3551.    DRUG    LAW    ENFORCEMENT   COOPERA- 
TION STUDY. 

(a)  The  National  Drug  Enforcement 
Policy  Board,  in  consultation  with  the  Na- 
tional Narcotics  Border  Interdiction  System 
and  State  and  local  law  enforcement  offi- 
cials, shall  study  Federal  drug  law  enforce- 
ment efforts  and  make  recommendations  as 
provided  in  subsection  (b).  The  Board  shall 
report  to  Congress  within  180  days  of  enact- 
ment of  this  subtitle  on  its  findings  and  con- 
clusions. 

(b)  The  report  of  the  Board  shall  include 
recommendations  on— 

(1)  the  means  of  improving  the  Nation's 
drug  interdiction  programs; 

(2)  the  relative  effectiveness  and  efficien- 
cy of  various  law  enforcement  strategies,  in- 
cluding interdiction; 

(3)  ways  to  maximize  coordination  and  co- 
operation among  Federal,  State,  local  drug 
law  enforcement  agencies;  and 

(4)  ways  to  maximize  coordination  and  co- 
operation between  the  several  Federal  agen- 
cies involved  with  drug  interdiction,  along 
with  a  recommendation  on  the  transfer  of 
mission  from  one  agency  to  another. 

Subtitle  J— Drug  Interdiction 

SEC.  3601.  EMERGENCY   ASSISTANCE  BY  DEPART- 
MENT OF  DEFENSE  PERSONNEL. 

Subsection  (c)  of  section  374  of  title  10. 
United  States  Code,  is  amended  to  read  as 
follows: 

"(c)(1)  In  an  emergency  circumstance, 
equipment  operated  by  or  with  the  assist- 
ance of  personnel  assigned  under  subsection 
(a)  may  be  used  as  a  base  of  operations  out- 
side the  land  area  of  the  United  States  (or 
any  territory  or  possession  of  the  United 
States)  by  Federal  law  enforcement  offi- 
cials— 

"(A)  to  facilitate  the  enforcement  of  a  law 
listed  in  subsection  (a);  and 

"(B)  to  transport  such  law  enforcement 
officials  in  connection  with  such  operations, 
including  to  transport  such  officials  into  the 
land  area  of  the  United  States  (or  any  terri- 
tory or  possession  of  the  United  States)  in 
cases  involving  the  hot  pursuit  of  vessels  or 
aircraft  when  such  pursuit  began  outside 
such  land  area, 

if  the  Secretary  of  Defense  and  the  Attor- 
ney General  jointly,  in  consultation  with 
the  Secretary  of  State,  determine  that  an 
emergency  circumstance  exists. 

"(2)(A)  Subject  to  subparagraph  (B), 
equipment  operated  by  or  with  the  assist- 
ance of  personnel  assigned  under  subsection 
(a)  may  not  be  used  to  interdict  or  interrupt 
the  passage  of  vessels  and  aircraft. 

"(B)  In  an  emergency  circumstance,  equip- 
ment operated  by  or  with  the  assistance  of 
personnel  assigned  under  subsection  (a)  may 
be  used  to  intercept  vessels  and  aircraft  out- 
side the  land  area  of  the  United  States  (or 
any  territory  or  possession  of  the  United 
States)  for  the  purpose  of— 

"'(i)  identifying  such  vessels  and  aircraft; 
and 

"(ii)  monitoring  and  communicating  the 
location  and  movement  of  such  vessels  and 
aircraft  until  Federal,  State,  and  local  law 
enforcement  officials  can  assume  such  re- 
sponsibilities, 

if  the  Secretary  of  Defense  and  the  Attor- 
ney General  jointly,  in  consultation  with 
the  Secretary  of  State,  determine  that  an 
emergency  circumstance  exists  and  that  en- 
forcement of  a  law  listed  in  subsection  (a) 


UMI 


September  25,  1986 


CONGRESSIONAL  RECORD— SENATE 


26125 


would  be  seriously  impaired  if  such  use  of 
equipment  were  not  permitted. 

"(3)  For  purposes  of  this  subsection,  an 
emergency  circumstance  exists  when— 

"(A)  the  size  or  scope  of  the  suspected 
criminal  activity  in  a  given  situation  poses  a 
serious  threat  to  the  interests  of  the  United 
States;  and 

"(B)  the  assistance  described  in  this  sub- 
section would  significantly  enhance  the  en- 
forcement of  a  law  listed  in  subsection  (a).". 

TITLE  IV— DEMAND  REDUCTION 

Subtitle  A— Treatment  and  Rehabilitation 

SEC.  4001.  SHORT  TITLE;  REFERENCE. 

(a)  This  subtitle  may  be  cited  as  the  "Al- 
cohol and  Drug  Abuse  Amendments  of 
1986". 

(b)  Except  as  otherwise  specifically  pro- 
vided, whenever  in  this  subtitle  an  amend- 
ment or  repeal  is  expressed  in  terms  of  an 
amendment  to  a  section  or  other  provision, 
the  reference  shall  be  considered  to  be  a  ref- 
erence to  a  section  or  other  provision  of  the 
Public  Health  Service  Act. 

SEC.  4002.  EXTENSION  OF  ALCOHOL.  DRUG,  ABL'SE. 
AND  MENTAL  HEALTH  BLOCK  GRANT. 

(a)  Section  1911  is  amended— 

(1)  by  striking  out  "$576,000,000"  and  in- 
serting in  lieu  thereof  "$675,000,000";  and 

(2)  by  adding  at  the  end  thereof  the  fol- 
lowing new  sentence:  "Of  the  amounts  ap- 
propriated under  the  preceding  sentence  for 
fiscal  year  1987,  $136,000,000  shall  be  avail- 
able for  allotments  to  States  under  section 
1921  and  for  the  purpose  of  section  1923. '. 

(b)(1)  Title  XIX  is  amended  by  inserting 
after  section  1920A  the  following  new  sec- 
tions: 

"SPECIAL  ALLOTMENTS  TO  STATES  FOR  ALCOHOL 
ABUSE  AND  DRUG  ABUSE  TREATMENT  AND  REHA- 
BILITATION PROGRAMS 

"Sec.  1921.  (a)(1)  The  allotment  of  a  State 
imder  this  section  for  a  fiscal  year  shall  be 
the  sum  of  the  amounts  allotted  to  such 
State  under  paragraphs  (2)  and  (3). 

"(2)  Twenty-five  percent  of  the  amount 
.available  for  allotment  under  this  section 
for  a  fiscal  year  shall  be  allotted  in  accord- 
ance with  this  subsection.  The  allotment  of 
a  State  under  this  subsection  for  a  fiscal 
year  shall  be  an  amount  which  bears  the 
same  ratio  to  the  total  amount  required  pur- 
suant to  the  preceding  sentence  to  be  allot- 
ted under  this  subsection  for  such  fiscal 
year  as  the  population  of  such  State  bears 
to  the  population  of  all  States. 

"(3)  Seventy-five  percent  of  the  amount 
available  for  allotment  imder  this  section 
for  a  fiscal  year  shall  be  allotted  by  the  Sec- 
retary to  States  on  the  basis  of  the  need  of 
each  State  for  amounts  for  programs  and 
activities  for  the  treatment  and  rehabilita- 
tion of  the  alcohol  abuse  and  drug  abuse.  In 
determining  such  need  for  each  State  under 
this  subsection,  the  Secretary  shall  consid- 
er— 

"(A)  the  nature  and  extent,  in  the  State 
and  in  particular  areas  of  the  State,  of  the 
demand  for  effective  programs  and  activi- 
ties for  the  treatment  and  rehabilitation  of 
alcohol  abuse  and  drug  abuse; 

"(B)  the  number  of  individuals  in  the 
State  who  abuse  alcohol  or  drugs  and  the 
capacity  of  the  State  to  provide  treatment 
and  rehabilitation  for  such  individuals  (as 
determined  by  the  Secretary  on  the  basis  of 
the  number  of  individuals  who  requested 
treatment  for  alcohol  abuse  and  drug  abuse 
in  the  State  during  the  most  recent  calen- 
dar year  ending  prior  to  the  date  on  which  a 
statement  is  submitted  by  the  State  under 
subsection  (c); 


"(C)  the  commitment  of  the  State  to  the 
provision  of  servicef  for  the  treatment  and 
rehabilitation  of  alcohol  abuse  and  drug 
abuse  (as  determined  by  the  Secretary  after 
an  evaluation  of  the  expenditures  of  the 
State  for  such  services  during  the  calendar 
year  described  in  subparagraph  (B)  and  of 
the  ability  of  the  State  to  meet  the  need  for 
such  services); 

"(D)  the  availability  in  the  State  of  Feder- 
al, State,  and  local  resources  to  satisfy  the 
needs  in  such  State  for  services  described  in 
subparagraph  (C);  and 

"(E)  the  number  of  low-income  individuals 
in  the  State  who  need  treatment  and  reha- 
bilitation for  alcohol  abuse  and  drug  abuse 
and  who  do  not  have  Insurance  to  pay  the 
costs  of  such  treatment  and  rehabilitation 
or  who  are  not  eligible  to  receive  services  for 
such  treatment  and  rehabilitation  under  the 
State  plan  approved  under  title  XIX  of  the 
Social  Security  Act. 

"(b)(1)  For  each  fiscal  year,  the  Secretary 
shall  make  payments,  as  provided  by  section 
6503  of  title  31,  United  States  Code,  to  each 
State  from  its  allotment  under  subsection 
(a)  from  amounts  appropriated  for  that 
fiscal  year. 

"(2)  Any  amount  paid  to  a  State  under 
paragraph  (1)  for  a  fiscal  year  and  remain- 
ing unobligated  at  the  end  of  such  fiscal 
year  shall  remain  available  to  such  State  for 
the  purposes  for  which  it  was  msMle  for  the 
next  fiscal  year. 

"(c)  In  order  to  receive  an  allotment  for  a 
fiscal  year  under  subsection  (a),  each  State 
shall  include  with  the  application  submitted 
to  the  Secretary  under  section  1916  a  sepa- 
rate statement  requesting  an  allotment 
under  this  section.  Each  such  statement 
shall  contain— 

"(1)  such  Information  as  the  Secretary 
may  prescribe.  Including  Information  neces- 
sary for  the  Secretary  to  consider  the  mat- 
ters specified  in  subparagraphs  (A)  through 
(F)  of  sulwectlon  (a)(3): 

"(2)  a  description  of  the  maimer  in  which 
programs  and  activities  conducted  with  pay- 
ments under  subsection  (b)  will  be  coordi- 
nated with  other  public  and  private  pro- 
grams and  activities  directed  toward  individ- 
uals who  abuse  alcohol  and  drugs: 

"(3)  assurances  that.  In  the  preparation  of 
any  application  under  this  section,  the  State 
will  consult  with  local  governments  and 
public  and  private  entities,  including  com- 
munity based  organizations.  Involved  In  the 
provision  of  services  for  the  treatment  and 
rehabilitation  of  alcohol  abuse  and  drug 
abuse; 

"(4)  a  description  of  the  manner  In  which 
the  State  will  evaluate  programs  and  sujtlvi- 
tles  conducted  with  payments  made  to  the 
State  under  subsection  (b)  and  assurances 
that  the  State  will  report  periodically  to  the 
Secretary  on  the  results  of  such  evaluations: 
and 

"(5)  assurances  that  payments  made  to 
the  State  under  subsection  (b)  will  supple- 
ment and  not  supplant  any  State  or  local 
expenditures  for  the  treatment  and  reha- 
bilitation of  alcohol  abuse  and  drug  abuse 
that  would  have  been  made  in  the  absence 
of  such  payments. 

"(d)  Except  as  provided  In  subsections  (e), 
(f),  and  (i),  amounts  paid  to  a  State  under 
subsection  (b)  may  be  used  by  the  State  for 
alcohol  abuse  and  drug  abuse  treatment  and 
rehabilitation  programs  and  activities,  in- 
cluding— 

"(1)  activities  to  Increase  the  availabUity 
and  outreach  of  programs  provided  by 
major  treatment  centers  and  regional 
branches  of  such   centers  which   provide 


services  in  a  State  in  order  to  reach  the 
greatest  number  of  people: 

"(2)  activities  to  expand  the  capacity  of  al- 
cohol abuse  and  drug  abuse  treatment. and 
rehabilitation  programs  and  facilities  to 
provide  treatment  and  rehabilitation  serv- 
ices for  alcohol  abusers  and  drug  abusers 
who  have  been  refused  treatment  due  to 
lack  of  facilities  or  personnel;  and 

"(3)  activities  to  provide  access  to  voca- 
tional training,  job  counseling,  and  educa- 
tion equivalency  programs  to  alcohol  abus- 
ers and  drug  abusers  in  need  of  such  serv- 
ices in  order  to  enable  such  abusers  to 
become  productive  members  of  society. 

"(e)  A  state  shall  use  5  percent  of  the 
total  amount  paid  to  a  State  under  subsec- 
tion (b)  for  a  fiscal  year  to  carry  out  the 
programs  described  in  section  1922. 

"(f)  Of  the  total  amount  paid  to  any  State 
under  subsection  (b)  for  a  fiscal  year,  not 
more  than  2  percent  may  be  used  for  admin- 
istering the  funds  made  available  under 
such  subsection.  The  State  will  pay  from 
non-Federal  sources  the  remaining  costs  of 
such  administering  such  funds. 

"(g)  The  Secretary  may  provide  training 
and  technical  assistance  to  States  In  plan- 
ning and  operating  activities  to  be  carried 
out  under  this  section. 

•(h)  The  Secretary  may  conduct  data  col- 
lection activities  to  enable  the  Secretary  to 
carry  out  this  section. 

"(1)  The  provisions  of  subsections  (a)  and 
(d)  and  paragraphs  (1)  through  (5)  of  sub- 
section (b)  of  section  1917  and  the  provi- 
sions of  sections  1914(b).  191S(b),  1918.  1919. 
and  1920  shall  apply  to  this  section  In  the 
same  manner  as  such  provisions  apply  to 
payments  made  under  section  1914  from  al- 
lotments made  under  section  1913. 

"STATE  PROGRAMS  FOR  HIGH  RISK  YOITTH 

"Sec.  1922.  A  SUte  shall  use  the  amounts 
required  by  sections  1916(c)(8)  and  1921(e) 
to  be  used  under  this  section  for  model,  in- 
novative, community  based  programs  to  pro- 
vide multiple  coordinated  services  for  alco- 
hol abuse  and  drug  abuse  prevention,  treat- 
ment, and  rehabilitation  directed  toward 
high  risk  youth.  For  purposes  of  this  para- 
graph, the  term  high  risk  youth'  means  an 
individual  who  has  not  attained  the  age  of 
21  years,  who  Is  at  high  risk  of  becoming,  or 
who  has  become,  a  drug  abuser  or  an  alco- 
hol abuser,  and  who — 

(1)  is  identified  as  a  child  of  a  substance 
abuser: 

(2)  Is  a  victim  of  physical,  sexual,  or  psy- 
chological abuse: 

(3)  has  dropped  out  of  school; 

(4)  has  become  pregnant: 

(5)  is  economically  disadvantaged: 

(6)  has  committed  a  violent  or  delinquent 
act; 

(7)  has  experienced  mental  health  prob- 
lems; 

(8)  has  attempted  suicide;  or 

(9)  is  disabled  by  injuries.". 

TRANSFER  TO  THE  ADMINISTRATOR 

OF  VETERANS'  AFFAIRS 
Sec.  1922.  Of  the  amount  available  under 
the  last  sentence  of  section  1921,  the  Secre- 
tary shall  transfer  to  the  Administrator  of 
Veterans'  Affairs  $11,000,000  to  be  used  for 
outpatient  treatment,  rehabilitation,  and 
counseling  under  section  612  of  title  38, 
United  SUtes  Code,  of  veterans  for  their  al- 
cohol or  drug  dependence  or  abuse  disabil- 
ities and  for  contract  care  and  services 
under  section  620A  of  such  title  for  veterans 
for  such  disabUltles. " 
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SBC  «Ma.  XEVISION  OP  ALLOTMENT  PROCEDURES 
APPUCABLE  TO  INDIAN  TRIBES. 

(a)  Section  lM3(dKl)  is  amended  to  read 
as  follows: 

"(dKl)  If  the  Secretary  receives  a  request 
from  the  governing  body  of  an  Indian  tribe 
or  tribal  organization  within  any  State  that 
funds  under  subsection  (a)  be  provided  di- 
rectly by  the  Secretary  to  such  tribe  or  or- 
ganization, the  Secretary  shall  reserve  from 
amounts  which  would  otherwise  be  allotted 
to  such  State  under  subsection  (a)  for  a 
fiscal  year  the  amoimt  determined  under 
paragraph  (2).". 

(b)  Section  1913(b)(1)  is  amended  to  read 
as  follows: 

"(dKl)  If  the  Secretary  receives  a  request 
from  the  governing  body  of  an  Indian  tribe 
or  tribal  organization  within  any  State  that 
funds  under  subsection  (a)  be  provided  di- 
rectly by  the  Secretary  to  such  tribe  or  or- 
ganization, the  Secretary  shall  reserve  from 
amounts  which  would  otherwise  be  allotted 
to  such  State  under  subsection  (a)  for  a 
fiscal  year  the  amount  determined  under 
paragraph  (2).". 

SEC.  4M4.  REVISION  OF  CERTAIN  BLOCK  GRANT 
EARMARKS. 

(a)  Section  1916(c)  is  amended— 

(1)  by  striking  out  "35"  each  place  it  ap- 
pears in  subparagraphs  (A)  and  (B)  of  para- 
graph (7)  and  inserting  in  lieu  thereof  "25"; 

(2)  by  striking  out  paragraph  (8)  and  in- 
serting in  lieu  thereof  the  following: 

"(8)  Of  the  amount  to  be  used  in  any 
fiscal  year  for  alcohol  abuse  and  drug  abuse 
activities,  the  State  agrees  to  use  not  less 
than  80  percent  of  such  amount  for  treat- 
ment and  rehabilitation  programs  for  indi- 
viduals who  abuse  alcohol  or  drugs.":  and 

(3)  by  adding  at  the  end  thereof  the  fol- 
lowing new  paragraph: 

"(16)  Of  the  amount  to  be  used  in  any 
fiscal  year  for  alcohol  abuse  and  drug  abuse 
activities,  the  State  agrees  to  use  not  less 
than  5  percent  of  such  amount  for  programs 
described  in  section  1922.". 

SEC  4005.  SENSE  OF  THE  SENATE  WrTH  RESPECT 
TO  POSSESSION  OR  DISTRIBITION  OF 
DRUGS  UNDER  STATE  LAW. 

It  is  the  sense  of  the  Senate  that,  if  the 
possession  or  distribution  of  a  drug  is  an  of- 
fense under  the  Controlled  Substances  Act. 
the  laws  of  the  States  should  not  be  amend- 
ed or  revised  to  provide  that  the  possession 
or  distribution,  respectively,  of  such  drug  is 
not  a  criminal  offense. 

SEC  4MS.  ADVISORY  COUNCILS. 

(a)  Part  A  of  title  V  is  amended  by  redesig- 
nating sections  505  and  506  as  sections  506 
and  507.  respectively,  and  by  inserting  after 
section  504  the  following  new  section: 

"ADVISORY  COUNCILS 

"Sec.  505.  (a)(1)  The  Secretary  shall  ap- 
point an  advisory  council  for  the  National 
Institute  on  Alcohol  Abuse  and  Alcoholism, 
for  the  National  Institute  on  Drug  Abuse, 
and  for  the  National  Institute  of  Mental 
Health.  Each  such  advisory  council  shall 
advise,  consult  with,  and  make  recommenda- 
tions to  the  Secretary  and  the  Director  of 
the  national  research  Institute  for  which  it 
was  appointed  on— 

"(A)  matters  relating  to  the  activities  car- 
ried out  by  and  through  the  Institute  and 
the  policies  respecting  such  activities:  and 

"(B)  matters  relating  to  activities  carried 
out  by  the  Secretary  and  the  National  Insti- 
tutes respecting  the  disease,  disorder,  or 
other  aspect  of  human  health  with  which 
the  advisory  council  is  concerned. 

"(2)  Each  advisory  council  for  a  national 
research  institute  may  recommend  to  the 


Secretary  acceptance,  in  accordance  with 
section  2101.  of  conditional  gifts  for— 

"(A)  study,  investigation,  or  research  re- 
specting the  diseases,  disorders,  or  other 
aspect  of  human  health  with  respect  to 
which  the  institute  was  established; 

"(B)  the  acquisition  of  grounds  for  the  in- 
stitute; or 

"(C)  the  construction,  equipping,  or  main- 
tenance of  facilities  for  the  institute. 

"(3)  Each  advisory  council  for  a  national 
research  institute— 

"(AKi)  may  on  the  basis  of  the  materials 
provided  under  section  507(d)(2)  respecting 
research  conducted  at  the  institute,  make 
recommendations  to  the  Director  of  the  in- 
stitute respecting  such  research; 

"(ii)  shall  review  applications  for  grants 
and  cooperative  agreements  for  research  or 
training  and  for  which  advisory  council  ap- 
proval is  required  under  section  507(e)(2), 
and  recommend  for  approval  applications 
for  projects  which  show  promise  of  making 
valuable  contributions  to  human  knowledge; 
and 

"(iii)  may  review  any  grant,  contract,  or 
cooperative  agreement  proposed  to  be  made 
or  entered  into  by  the  institute; 

"(B)  may  collect,  by  correspondence  or  by 
personal  investigation,  information  as  to 
studies  which  are  being  carried  on  in  the 
United  States  or  any  other  country  as  to  the 
diseases,  disorders,  or  other  aspect  of 
human  health  with  respect  to  which  the  na- 
tional research  institute  was  established  and 
with  the  approval  of  the  Director  of  the  in- 
stitute make  available  such  information 
through  appropriate  publications  for  the 
benefit  of  public  and  private  health  entities 
and  health  professions  personnel  and  scien- 
tists and  for  the  information  of  the  general 
public;  and 

"(C)  may  appoint  subcommittees  and  con- 
vene workshops  and  conferences. 

"(b)(1)  Each  advisory  council  shall  consist 
of  ex  officio  members  and  not  more  than  12 
members  appointed  by  the  Secretary. 

"(2)  The  ex  officio  members  of  an  adviso- 
ry coimcil  shall  consist  of — 

"(A)  the  Secretary,  the  Administrator,  the 
Director  of  the  national  research  institute 
for  which  the  advisory  council  is  estab- 
lished, the  Chief  Medical  Director  of  the 
Veterans'  Administration,  and  the  Assistant 
Secretary  of  Defense  for  Health  Affairs  (or 
the  designees  of  such  officers),  and 

"(B)  such  additional  officers  or  employees 
of  the  United  States  as  the  Secretary  deter- 
mines necessary  for  the  advisory  council  to 
effectively  carry  out  its  functions. 

"(3)  The  members  of  an  advisory  council 
who  are  not  ex  officio  members  shall  be  ap- 
pointed as  follows: 

"(A)  Nine  of  the  members  shall  be  ap- 
pointed by  the  Secretary  from  among  the 
leading  representatives  of  the  health  and 
scientific  disciplines  (including  public 
health  and  the  behavioral  or  social  sciences) 
relevant  to  the  activities  of  the  national  re- 
search institute  for  which  the  advisory 
council  is  established. 

"(B)  Three  of  the  members  shall  be  ap- 
pointed by  the  Secretary  from  the  general 
public  and  shall  include  leaders  in  fields  of 
public  policy,  public  relations,  law.  health 
policy,  economics,  and  management. 

"(4)  Members  of  an  advisory  council  who 
are  officers  or  employees  of  the  United 
States  shall  not  receive  any  comr>ensation 
for  service  on  the  advisory  council.  The 
other  members  of  an  advisory  council  shall 
receive,  for  each  day  (including  travel  time) 
they  are  engaged  in  the  performance  of  the 
functions  of  the  advisory  council,  compensa- 


tion at  rates  not  to  exceed  the  daily  equiva- 
lent of  the  annual  rate  in  effect  for  grade 
GS-18  of  the  General  Schedule. 

"(c)  The  term  of  office  of  an  appointed 
member  of  an  advisory  council  Is  4  years, 
except  that  any  member  appointed  to  fill  a 
vacancy  for  an  unexpired  term  shall  be  i^ 
pointed  for  the  remainder  of  such  term  and 
the  Secretary  shall  make  appointments  to 
an  advisory  council  in  such  manner  as  to 
ensure  that  the  terms  of  the  members  do 
not  all  expire  in  the  same  year.  A  member 
may  serve  after  the  expiration  of  the  mem- 
ber's term  until  a  successor  has  taken  office. 
A  member  who  has  been  appointed  for  a 
term  of  4  years  may  not  be  reappointed  to 
an  advisory  council  before  2  years  from  the 
date  of  expiration  of  such  term  of  office.  If 
a  vacancy  occurs  in  the  advisory  council 
among  the  apptointed  members,  the  Secre- 
tary shall  make  an  appointment  to  fill  the 
vacancy  within  90  days  from  the  date  the 
vacancy  occurs. 

•(d)  The  chairman  of  an  advisory  council 
shall  be  selected  by  the  Secretary  from 
among  the  appointed  members,  except  that 
the  Secretary  may  select  the  Director  of  the 
national  research  institute  for  which  the  ad- 
visory council  is  established  to  be  the  chair- 
man of  the  advisory  council.  The  term  of 
office  of  chairman  shall  be  2  years. 

"(e)  The  advisory  council  shall  meet  at 
the  call  of  the  chairman  or  upon  the  re- 
quest of  the  Director  of  the  national  re- 
search institute  for  which  it  was  estab- 
lished, but  at  least  3  times  each  fiscal  year. 
The  location  of  the  meetings  of  each  adviso- 
ry coimcil  is  subject  to  the  approval  of  the 
Director  of  the  national  research  institute 
for  which  the  advisory  council  was  estab- 
lished. 

"(f)  The  Director  of  the  national  research 
institute  for  which  an  advisory  council  is  es- 
tablished shall  designate  a  member  of  the 
staff  of  the  institute  to  serve  as  the  execu- 
tive secretary  of  the  advisory  council.  The 
Director  of  such  institute  shall  make  avail- 
able to  the  advisory  council  such  staff,  in- 
formation, and  other  assistance  as  it  may  re- 
quire to  carry  out  its  functions.  The  Direc- 
tor of  such  institute  shaU  provide  orienta- 
tion and  training  for  new  members  of  the 
advisory  coimcil  to  provide  them  with  such 
information  and  training  as  may  be  appro- 
priate for  their  effective  participation  in  the 
functions  of  the  advisory  council.". 

(b)  Section  217  is  amended— 

(1)  by  striking  out  subsections  (a),  (b),  (c). 
and  (d): 

(2)  by  striking  out  "(eXl)"  and  inserting 
in  lieu  thereof  "(a)"; 

(3)  by  striking  out  "(2)"  and  inserting  in 
lieu  thereof  "(b)"; 

(4)  by  striking  out  "(3)"  and  inserting  in 
lieu  thereof  "(c)"; 

(5)  by  striking  out  "(4)"  and  inserting  in 
lieu  thereof  "(d)";  and 

(6)  by  redesignating  clauses  (A)  and  (B)  of 
subsection  (c)  (as  redesignated  by  the 
Eunendment  made  by  paragraph  (4)  of  this 
subsection)  as  clauses  (1)  and  (2).  respective- 
ly. 

SEC.  4007.  PUBLIC  HEALTH  EMERGENCIES. 

Part  A  of  title  V  (as  amended  by  section 
4006  of  this  Act)  is  further  amended  by 
adding  at  the  end  thereof  the  following: 

"RESEARCH  ON  PUBLIC  HEALTH  EMERGENCIES 

"Sec  508.  (a)  If  the  Secretary  determines, 
after  consultation  with  the  Administrator, 
the  Commissioner  of  Food  and  Drugs,  or 
the  Director  of  the  Centers  for  Disease  Con- 
trol, that  a  disease  or  disorder  within  the  Ju- 
risdiction of  a  national  research  institute 
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constitutes  a  public  health  emergency,  the 
Secretary,  acting  through  the  Administra- 
tor- 

"(1)  shall  expedite  the  review  by  advisory 
councils  and  by  peer  review  groups  of  appli- 
cations for  grants  for  research  on  such  dis- 
ease or  disorder  or  proposals  for  contracts 
for  such  research; 

"(2)  shall  exercise  the  authority  in  section 
3709  of  the  Revised  SUtutes  (41  U.S.C.  5) 
respecting  public  exigencies  to  waive  the  ad- 
vertising requirements  of  such  section  in 
the  case  of  proposals  for  contracts  for  such 
research: 

"(3)  may  provide  administrative  supple- 
mental increases  in  existing  grants  and  con- 
tracts to  support  new  research  relevant  to 
such  disease  or  disorder;  and 

"(4)  shall  disseminate,  to  health  profes- 
sionals and  the  public,  information  on  the 
cause,  prevention,  and  treatment  of  such 
disease  or  disorder  that  has  been  developed 
in  research  assisted  under  this  section. 
The  amount  of  an  increase  in  a  grant  or 
contract  provided  under  paragraph  (3)  may 
not  exceed  one-half  the  original  amount  of 
the  grant  or  contract. 

"(b)  Not  later  than  90  days  after  the  end 
of  a  fiscal  year,  the  Secretary  shall  report  to 
the  Committee  on  Energy  and  Commerce  of 
the  House  of  Representatives  and  the  Com- 
mittee on  Labor  and  Human  Resources  of 
the  Senate  on  actions  talien  under  subsec- 
tion (a)  in  such  fiscal  year.". 

SEC.  4008.  RESEARCH  AUTHORIZATION. 

(a)  Section  513  is  amended  to  read  as  fol- 
lows: 

"AUTHORIZATIONS  OF  APPROPRIATIONS 

"Sec.  513.  There  are  authorized  to  be  ap- 
propriated to  carry  out  this  subpart 
$69,000,000  for  fiscal  year  1987.". 

(b)  Section  517  is  amended  to  read  as  fol- 
lows: 

"AUTHORIZATIONS  OF  APPROPRIATIONS 

"Sec.  517.  There  are  authorized  to  be  ap- 
propriated to  carry  out  this  subpart 
$129,000,000  for  fiscal  year  1987.". 

SEC.  4009.  STUDIES  ON  THE  HEALTH  EFFECTS  OF 
ALCOHOL  CONSUMPTION. 

(a)  The  Congress  finds  that— 

(1)  the  most  abused  drug  in  America  is  al- 
cohol: 

(2)  alcohol  use  costs  the  American  econo- 
my nearly  $120,000,000,000  per  year,  includ- 
ing increased  medical  expenses  and  de- 
creased productivity: 

(3)  in  1984,  53  percent  of  the  traffic  fatali- 
ties in  the  United  States,  accounting  for 
more  than  23,500  deaths,  were  related  to  the 
consumption  of  alcohol; 

(4)  over  12,000,000  American  adults  have 
one  or  more  symptoms  of  alcoholism,  and 
this  represents  an  8.2  percent  increase  in 
problem  drinldng  since  1980; 

(5)  in  1984,  almost  3,300,000  individuals 
between  the  ages  of  14  and  17  experienced 
serious  problems  at  home,  in  school,  or  with 
the  law  because  of  alcohol  consumption: 

(6)  fetal  alcohol  syndrome  is  the  third 
leading  cause  of  birth  defects,  and  is  the 
only  preventable  cause  of  birth  defects 
among  the  top  three  causes: 

(7)  nearly  5,000  babies  per  year  are  bom 
with  birth  defects  related  to  fetal  alcohol 
syndrome; 

(8)  the  statistics  cited  in  the  preceding 
paragraphs  of  this  suljsection  Indicate  that 
many  Americans  are  not  aware  of  the  ad- 
verse effects  that  the  consumption  of  alco- 
holic beverages  may  have  on  health; 

(9)  it  is  necessary  to  undertalse  a  serious 
national  effort  to  educate  the  American 


people  of  the  serious  consequences  of  the 
consumption  of  alcoholic  l>everages;  and 

(10)  carefully  drafted  warning  labels  on 
the  containers  of  alcoholic  beverages  con- 
cerning the  effects  on  health  resulting  from 
the  consumption  of  such  beverages  would 
assist  in  providing  such  education. 

(b)  Therefore,  it  is  the  sense  of  the  Senate 
that— 

(1)  the  Public  Health  Service  should  focus 
attention  on  the  problem  of  educating  the 
Americsin  people  on  the  effects  on  health 
resulting  from  alcoholic  beverage  consump- 
tion; 

(2)  the  Public  Health  Service  should  con- 
duct studies  on  the  most  effective  means  of 
providing  such  education,  including  studies 
on  the  effectiveness  of  warning  labels  on 
the  containers  of  alcoholic  beverages  con- 
cerning the  effects  on  health  resulting  from 
the  consumption  of  such  beverages;  and 

(3)  the  Public  Health  Service  should 
transmit  a  report  to  the  Congress  within  6 
months  after  the  date  of  enactment  of  this 
Act  concerning  any  studies  described  in 
paragraph  (2)  which  have  been  conducted, 
and  should  include  in  such  report  recom- 
mendations concerning  the  effectiveness  of 
the  labels  described  in  such  paragraph  and 
reconunendations  for  specific  language  for 
such  laliels. 

SEC.  4010.  SUICIDE. 

Section  501  is  amended  by  adding  at  the 
end  thereof  the  following  new  sulisection: 

"(i)(l)  The  Secretary  shall— 

"(A)  develop  and  publish  Information  re- 
specting the  causes  of  suicide  among  indi- 
viduals under  the  age  of  21  and  the  means 
of  preventing  suicide  among  such  individ- 
uals, and 

"(B)  make  such  information  generally 
available  to  the  public  and  health  profes- 
sionals. 

"(2)  By  January  1,  1988,  and  every  3  years 
theretifter,  the  Secretary  shall  report  to  the 
Congress  on  the  activities  undertalcen  under 
paragraph  (1)  during  the  period  reported  on 
and  shall  include  in  each  such  report  an  as- 
sessment of  the  effectiveness  of  such  activi- 
ties.". 

SEC.  4011.  PREPARATION  OF  PUBLIC  SERVICE  AN- 
NOUNCEMENTS. 

(a)  The  Secretary  of  Health  and  Human 
Services  shall  increase  and  expand  activities 
conducted  under  paragraphs  (1)  and  (4)  of 
section  503(d)  of  the  Public  Health  Service 
Act. 

(b)  Section  503(d)(4)  is  amended— 

(1)  by  inserting  "and  documentary  films" 
after  "television";  and 

(2)  by  inserting  "and  films"  before  the 
period. 

SEC.    4012.    NATIONAL    PLAN    TO    COMBAT    DRUG 
ABUSE. 

By  October  1,  1988.  the  Secretary  of 
Health  and  Human  Services  shall  prepare 
and  transmit  to  the  Congress  a  report  which 
sets  forth  a  comprehensive  national  plan  to 
combat  drug  abuse.  The  report  shall  in- 
clude— 

(Da  description  of  a  model  program  for 
activities  to  be  conducted  by  the  States  to 
combat  drug  abuse; 

(2)  an  analysis  of  the  social  and  economic 
costs  of  drug  abuse  to  the  Nation,  including 
amounts  expended  by  public  agencies  and 
private  organizations— 

(A)  for  the  treatment  of  individuals  for 
drug  abuse,  including  a  division  of  such 
amounts  among  the  types  of  settings  in 
which  such  treatment  is  provided; 

(B)  for  treatment  of  individuals  for  health 
problems  resulting  from  drug  abuse;  and 


(C)  to  meet  other  costs  resulting  from 
drug  abuse,  such  as  costs  resulting  from  lost 
employee  productivity; 

(3)  an  assessment  of  current  treatment 
and  rehabilitation  needs  and  the  current  in- 
tegration and  financing  of  drug  treatment 
and  rehabilitation  into  the  Nation's  health 
care  system; 

(4)  recommendations  for  the  National  In- 
stitute on  Drug  Abuse  for  research  on,  and 
plans  for  the  development  of,  chemical  anti- 
dotes and  narcotic  antagonists  for  use  in  the 
treatment  of  cocaine  and  heroin  addiction; 

(5)  an  assessment  of  personnel  needs  in 
the  fields  of  research,  treatment,  rehabilita- 
tion, and  prevention: 

(6)  a  statement  of  specific  goals  and  objec- 
tives to  meet  the  Nation's  current  treat- 
ment, rehabilitation,  and  personnel  needs  in 
the  area  of  drug  abuse; 

(7)  estimates  of  public  and  private  re- 
sources needed  to  accomplish  the  goals  and 
objectives  referred  to  in  paragraph  (6)  and 
estimates  of  savings  in  resources  that  can  be 
anticipated  from  the  achievement  of  such 
goals  and  objectives. 

SEC.  4013.  CLEARINGHOUSE. 

(a)  The  Secretary  of  Health  and  Human 
Services,  through  the  Administrator  of  the 
Alcohol,  Drug  Abuse,  and  Mental  Health 
Administration,  shall  establish  a  clearing- 
house for  alcohol  and  drug  abuse  informa- 
tion to  assure  the  widespread  dissemination 
of  such  information  to  States,  political  sub- 
divisions, educational  agencies  and  institu- 
tions, health  and  drug  treatment  and  reha- 
bilitation networics,  and  the  general  public. 
The  clearinghouse  shall— 

(1)  disseminate  publications  by  the  Na- 
tional Institute  on  Alcohol  Abuse  and  Alco- 
holism, the  National  Institute  on  Drug 
Abuse,  and  the  Department  of  Education 
concerning  alcohol  abuse  and  drug  abuse: 

(2)  disseminate  accurate  information  con- 
cerning the  health  effects  of  alcohol  abuse 
and  drug  abuse: 

(3)  collect  and  disseminate  information 
concerning  successful  alcohol  abuse  and 
drug  abuse  education  and  prevention  curric- 
ula: and 

(4)  collect  and  disseminate  information  on 
effective  and  ineffective  school-based  alco- 
hol abuse  and  drug  abuse  education  and 
prevention  programs,  particularly  effective 
programs  which  stress  that  the  use  of  illegal 
drugs  and  the  abuse  of  alcohol  is  wrong  and 
harmful. 

(b)  The  Secretary  of  Health  and  Human 
Services  shall  ensure  that  the  clearinghouse 
established  under  subsection  (a)  coordinates 
its  activities  with  similar  activities  conduct- 
ed by  the  Secretary  of  Education. 

SEC.  4014.  EXPANSION  OF  DRUG  ABUSE  RESEARCH. 

Section  515(a)(5)  is  amended  to  read  as 
follows: 

"(5)  effective  methods  of  drug  abuse  pre- 
vention, treatment,  and  rehabilitation,  par- 
ticularly methods  of  intervention  to  treat 
abuse  of  specific  drugs.". 

SEC.  4015.  STUDY  ON  ALKYL  AND  BUTYL  NITRATES. 

The  Secretary  of  Health  and  Human  Serv- 
ices, through  the  Conunissioner  of  Pood  and 
Drugs,  should  conduct  a  study  on  alkyl  and 
butyl  nitrates  and  report  to  the  appropriate 
committees  of  the  Congress  recommenda- 
tions concerning  whether  alkyl  and  butyl  ni- 
trates should  be  treated  as  a  drug  under  the 
Food.  Drug,  and  Cosmetic  Act. 

SEC.  4«1(.  ADMINISTRATION. 

The  Secretary  of  Health  and  Human  Serv- 
ices shall  not  esUblish  any  new  administra- 
tive unit  in  the  Department  of  Health  and 
Human  Services  to  administer  alcohol  abuse 
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and  drug  abuse  programs,  and  shall  carry 
out  such  programs  through  the  Administra- 
tor of  the  Alcohol,  Drug  Abuse,  and  Mental 
Health  Administration. 
Sabtitlc  B— Dnif-Frcc  School*  and  Communitic* 

Act  of  ISM 
SEC.  4101.  SHORT  TrTLE. 

This  subtitle  may  be  cited  as  the  "Drug- 
Free  Schools  and  Communities  Act  of  1986". 

SEC  41*2.  nNDINGS. 

The  Congress  finds  that: 

(1)  Drug  use  and  alcohol  abuse  is  wide- 
spread among  American  students,  not  only 
in  secondary  schools,  but  increasingly  in  ele- 
mentary schools  as  well. 

(2)  The  use  of  drugs  and  the  abuse  of  alco- 
hol by  students  constitutes  a  grave  threat  to 
their  physical  and  mental  well-being  and 
significantly  impedes  the  learning  process. 

(3)  The  tragic  consequences  of  drug  use 
and  alcohol  abuse  by  students  are  felt  not 
only  by  students  and  their  families,  but  also 
by  their  communities  and  their  Nation, 
which  can  ill  afford  to  lose  their  skills,  tal- 
ents, and  vitality. 

(4)  In  communities,  schools  and  local  orga- 
nizations have  a  special  responsibility  to 
work  together  to  combat  the  scourge  of 
drug  use  and  alcohol  abuse. 

(5)  Prompt  action  by  our  Nation's  schools, 
families,  and  communities  can  bring  us  sig- 
nificantly closer  to  the  goal  of  a  drug-free 
generation  and  a  drug  free  society. 

SEC.  4113.  PURPOSE. 

The  purpose  of  this  subtitle  Is  to  assist 
States  in  their  efforts  to  educate  concern- 
ing, and  to  prevent,  drug  use  and  alcohol 
abuse  through  school  and  community  based 
programs. 

SEC.  4104.  AinUORIZATION  OF  APPROPRIATIONS. 

For  the  purpose  of  carrying  out  this  sub- 
title, there  are  authorized  to  be  appropri- 
ated $150,000,000  for  each  of  fiscal  years 
1987,  1988.  1989,  and  1990. 

SEC  4I0S.  RESERVATIONS  AND  ALLOTME.NTS. 

(a)  The  Secretary  shall  reserve  $20,000,000 
of  the  amounts  appropriated  under  section 
4104  for  any  fiscal  year  for  national  pro- 
grams under  section  4109. 

(bXl)  Prom  the  remainder  of  the  amount 
appropriated  to  carry  out  this  subtitle  for 
each  fiscal  year  after  amounts  are  reserved 
under  subsection  (a)  for  such  fiscal  year,  the 
Secretary  may  reserve  up  to  1  per  cent  for 
allotments  to  Guam,  American  Samoa,  the 
Virgin  Islands,  the  Commonwealth  of  the 
Northern  Mariana  Islands,  and  the  Trust 
Territory  of  the  Pacific  Islands. 

(2J  The  Secretary  shall  allot  the  amounts 
reserved  under  paragraph  ( 1 )  among  Guam. 
American  Samoa,  the  Virgin  Islands,  the 
Commonwealth  of  the  Northern  Mariana  Is- 
lands, and  the  Trust  Territory  of  the  Pacific 
Islands,  on  the  basis  of  need  for  amounts  to 
carry  out  the  activities  described  in  section 
4107. 

(c)(1)  Prom  the  remainder  of  the  amount 
appropriated  to  carry  out  this  subtitle  for 
each  fiscal  year  after  amounts  are  reserved 
under  subsections  (a)  and  (b)  for  such  fiscal 
year,  the  Secretary  shall  allot  to  each  State 
an  amoimt  which  bears  the  same  ratio  to 
such  remainder  as  the  number  of  children 
aged  five  to  seventeen,  inclusive,  in  the 
State  bears  to  the  total  number  of  such  chil- 
dren in  all  States,  except  that  the  allotment 
of  each  State  under  this  subsection  shall 
not  be  less  than  $500,000.  For  purposes  of 
this  subsection,  the  number  of  children 
aged  five  to  seventeen,  inclusive,  in  a  State 
and  in  all  the  States  shall  be  determined  by 
the  Secretary  on  the  basis  of  the  most 


recent  available  daU  satisfactory  to  the  Sec- 
retary. 

(2)(A)  The  Secretary  may  reallot  all  or  a 
portion  of  the  State's  allotment  under  para- 
graph (1)  for  any  fiscal  year  if  the  State 
does  not  submit  a  State  application  under 
section  4106,  or  otherwise  indicates  to  the 
Secretary  that  it  does  not  need  or  cannot 
use  the  full  amount  of  its  allotment  for  that 
fiscal  year.  The  Secretary  may  fix  one  or 
more  dates  during  a  fiscal  year  upon  which 
to  make  reallotments. 

(B)  The  Secretary  may  reallot  amounts 
available  under  subparagraph  (A)  for  a 
fiscal  year  on  a  competitive  basis  to  one  or 
more  States  that  demonstrate  a  need  for  ad- 
ditional amounts  to  carry  out  the  activities 
described  in  section  4107.  Any  fimds  reallot- 
ted  to  a  State  under  this  subparagraph  shall 
be  deemed  to  be  part  of  its  allotment  under 
this  subtitle  for  the  fiscal  year  in  which  the 
funds  are  reallotted. 

(3)  For  purposes  of  this  subsection,  the 
term  "State "  means  each  of  the  several 
States,  the  District  of  Columbia,  and  the 
Commonwealth  of  Puerto  Rico. 

SEC.    410«.    PAYMENTS    I'NDER    ALLOTMENTS    TO 
STATES. 

(a)  For  each  fiscal  year,  the  Secretary 
shall  make  payments,  as  provided  by  section 
6503(a)  of  title  31.  United  States  Code,  to 
each  State  from  its  allotment  under  section 
1205  from  amounts  appropriated  for  that 
fiscal  year. 

(b)  Any  amount  paid  to  a  State  for  a  fiscal 
year  and  remaining  unobligated  at  the  end 
of  such  year  shall  remain  available  for  the 
next  fiscal  year  to  such  State  for  the  pur- 
poses for  which  it  was  made. 

SEC.  4167.  USE  AND  DISTRIBtTION  OF  FUNDS. 

(a)  At  least  62  percent  of  the  total  amount 
paid  to  a  State  under  section  4106  for  a 
fiscal  year  from  its  allotment  under  section 
4105  for  such  fiscal  year  shall  be  used  by 
the  State  educational  agency  in  accordance 
with  subsection  (c). 

(b)(1)  After  the  application  of  subsection 
(a),  the  remainder  of  the  total  amount  paid 
to  a  State  under  section  4106  for  a  fiscal 
year  from  its  allotment  under  section  4105 
for  a  fiscal  year  shall  be  used  by  the  chief 
executive  officer  of  a  State  for  drug  abuse 
and  alcohol  abuse  prevention  and  education 
activities,  and  to  ensure  the  coordination  of 
local  drug  abuse  and  alcohol  abuse  preven- 
tion and  education  activities.  Activities  by 
the  chief  executive  officer  of  a  State  under 
this  subsection  may  include: 

(A)  Grants  to  local  governments  or  other 
public  and  nonprofit  private  entities,  includ- 
ing parent  groups,  in  the  State  for  the  im- 
provement of  programs  and  activities  such 
as— 

(i)  local  broad  based  programs  for  drug 
abuse  and  alcohol  abuse  prevention,  early 
intervention,  rehabilitation  referral,  and 
education  directed  toward  all  age  groups, 
and 

(ii)  training  programs  for  teachers  and 
other  school  personnel,  parents,  local  law 
enforcement  officials,  and  judges. 

(B)  The  development  and  distribution  of 
educational  and  informational  materials,  in- 
cluding curricula,  and  public  information. 
Including  media  campaigns,  aimed  at  a  drug- 
free  America. 

(C)  Activities  to  increase  drug  abuse  and 
alcohol  abuse  education  and  prevention  ef- 
forts targeted  at  children  and  youth  in  kin- 
dergarten through  the  twelfth  grade. 

(2)  In  carrying  out  paragraph  (1).  the 
chief  executive  officer  of  a  State  shall 
ensure  that  model.  Innovative,  community 
based    programs    of    multiple    coordinated 


services  for  high  risk  youth  are  given  the 
highest  priority.  For  purposes  of  this  para- 
graph, the  term  "high  risk  youth"  means  an 
Individual  who  has  not  attained  the  age  of 
21  years,  who  is  at  high  risk  of  becoming,  or 
who  has  become,  a  drug  abuser  or  an  alco- 
hol abuser,  and  who— 

(A)  is  the  child  of  a  substance  abuser; 

(B)  is  a  victim  of  physical,  sexual,  or  psy- 
chological abuse; 

(C)  has  dropped  out  of  school; 

(D)  has  become  pregnant; 

(E)  is  economically  disadvantaged; 

(F)  has  committed  a  violent  or  delinquent 
act; 

(G)  has  experienced  mental  health  prob- 
lems; 

(H)  has  attempted  suicide;  or 

(1)  is  disabled  by  injuries. 

(c)(1)  The  State  educational  agency  of  a 
State  shall  use  90  percent  of  the  amounts 
available  to  such  agency  under  subsection 
(a)  for  grants  to,  and  contracts  with,  local 
educational  agencies  in  the  State,  pursuant 
to  subsection  (d),  provided  that  in  fiscal 
years  1989  and  1990  the  State  educational 
agency  shall  allot  to  each  local  educational 
agency  an  amount  which  bears  the  same 
ratio  to  such  remainder  as  the  number  of 
children  aged  five  to  seventeen,  inclusive,  in 
the  local  school  district  bears  to  the  total 
number  of  such  children  in  the  State. 

(2)  Any  amounts  available  to  a  State  edu- 
cational agency  after  the  application  of 
paragraph  (1)  may  be  used  by  such  agency 
for  drug  abuse  and  alcohol  abuse  prevention 
and  education  activities  primarily  directed 
toward  elementary,  secondary,  and  postsec- 
ondary  schools.  Such  activities  may  In- 
clude— 

(A)  programs  for  drug  abuse  and  alcohol 
abuse  prevention,  early  intervention,  reha- 
bilitation referral,  and  education  which  will 
be  conducted  in  elementary,  secondary,  and 
postsecondary  schools; 

(B)  training  and  technical  assistance  pro- 
grams for  local  educational  agencies,  includ- 
ing teachers,  administrators,  and  other 
school  personnel,  parents,  local  law  enforce- 
ment officials,  and  judges: 

(C)  the  development,  dissemination,  im- 
plementation, and  evaluation  of  drug  abuse 
education  curricula  and  teaching  materials 
in  elementary  and  secondary  schools 
throughout  the  State:  and 

(D)  demonstration  projects  in  drug  abuse 
education. 

(3)  The  State  educational  agency  shall 
submit  to  the  chief  executive  officer  of  the 
State  a  plan  which— 

(A)  describes  how  the  State  will  coordi- 
nate its  efforts  with  appropriate  State 
health,  law  enforcement,  and  drug  abuse 
prevention  agencies,  in  particular,  the  State 
authority  which  administers  the  Alcohol, 
Drug  Abuse,  and  Mental  Health  block 
grant; 

(B)  describes  how  fimds  will  be  allocated 
among  local  educational  agencies  In  fiscal 
years  1987  and  1988; 

(C)  provides  for  an  annual  evaluation  of 
the  effectiveness  of  programs  assisted  under 
this  subtitle; 

(D)- provides  that  the  State  educational 
agency  will  keep  such  records  and  provide 
such  information  to  the  chief  executive  offi- 
cer of  the  State  as  may  be  required  for  fiscal 
audit  and  program  evaluation;  and 

(E)  contains  assurances  that  there  is  com- 
pliance with  the  specific  requirements  of 
this  subtitle. 

(d)(1)  Any  amounts  made  available  to  a 
local  educational  agency  pursuant  to  a  grant 
or  contract  under  paragraph  (1)  may  be 
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used  by  such  agency  for  drug  abuse  and  al- 
cohol abuse  prevention  and  education  activi- 
ties primarily  directed  toward  elementary, 
secondary,  and  postsecondary  schools.  Such 
activities  may  include— 

(A)  the  development  and  implementation 
of  drug  abuse  and  alcohol  abuse  education 
curricula  for  elementary  and  secondary 
schools: 

(B)  drug  abuse  and  alcohol  abuse  preven- 
tion counseling  programs  including  peer  and 
professional  counseling; 

(C)  programs  of  drug  abuse  and  alcohol 
abuse  treatment  referral: 

(D)  programs  of  in-service  and  pre-service 
training  in  drug  abuse  and  alcohol  abuse 
prevention  for  teachers,  counselors,  and 
other  educational  personnel,  public  service 
personnel  (including  law  enforcement  offi- 
cials), and  community  leaders,  including  co- 
operative programs  with  higher  education 
institutions: 

(E)  programs  in  primary  prevention  and 
early  intervention,  such  as  the  interdiscipli- 
nary school-team  approach  developed  by 
the  Department  of  Education; 

(F)  community  education  programs  and 
other  activities  to  involve  parents  and  com- 
munities in  the  fight  against  drug  abuse  and 
alcohol  abuse; 

(G>  public  education  programs  on  drug 
abuse  and  alcohol  abuse.  Including  pro- 
grams utUizing  professionals,  and  former 
drug  abusers  and  alcohol  abusers  and  drug 
dependent  and  alcohol  dependent  individ- 
uals; 

(H)  on-site  efforts  in  schoob:  to  enhance 
identification  and  discipline  of  such  drug 
abusers  and  alcohol  users,  and  to  enable  law 
officials  to  take  necessary  action  in  cases  of 
drug  possession  and  of  drug  and  alcohol 
supplying  to  the  student  population;  or 

(1)  other  programs  of  drug  abuse  and  alco- 
hol abuse  education  and  prevention  consist- 
ent with  the  purposes  of  this  subtitle. 

(2)  A  local  educational  agency  may  receive 
its  allocation  of  funds  under  this  subtitle  for 
any  fiscal  year  for  which  its  application  to 
the  State  educational  agency  has  been  certi- 
fied to  meet  the  requirements  of  this  sub- 
section. The  State  educational  agency  shall 
certify  any  such  application  if  such  applica- 
tion— 

(A)  provides  assurances  of  compliance 
with  the  provisions  of  this  subtitle: 

(B)  describes  how  drug  and  alcohol  abuse 
prevention  curricula  will  be  Implemented  in 
each  elementary  and  secondary  school  from 
the  early  elementary  level  through  grade 
twelve,  including  a  description  of  provisions 
to  target  education  efforts  to  students  most 
at  risic  of  drug  abuse  and  to  schools  with  the 
greatest  need  of  drug  abuse  prevention  pro- 
grams; 

(C)  provides  assurances  that  the  appli- 
cant's drug  and  alcohol  education  and  pre- 
vention programs  will  involve  school  admin- 
istrators, teachers,  athletic  staff,  and  other 
school  personnel,  as  well  as  parents,  law  en- 
forcement officials,  medical  professionals, 
and  other  groups  with  interest  and  exper- 
tise in  drug  abuse  and  alcohol  abuse  preven- 
tion: 

(D)  provides  assurances  that  the  applicant 
will  coordinate  its  efforts  with  appropriate 
State  and  local  drug  abuse  and  alcohol 
abuse,  health,  and  law  enforcement  agen- 
cies, In  order  to  effectively  conduct  drug  aud 
alcohol  abuse  education,  intervention,  and 
referral  for  treatment  and  rehabilitation  for 
the  student  population: 

(E)  provides  for  an  annual  evaluation  of 
the  effectiveness  of  programs  assisted  under 
this  subtitle:  and 


(F)  agrees  to  keep  such  records  and  pro- 
vide such  information  to  the  State  educa- 
tional agency  as  reasonably  may  be  required 
for  fiscal  audit  and  program  evaluation,  con- 
sistent with  the  responsibilities  of  the  State 
agency  under  this  subtitle. 

(e)  Any  program  supported  with  amounts 
paid  to  a  State  under  section  4106  shall. 
where  appropriate,  provide  information  to 
individuals  about  local  drug  abuse  and  alco- 
hol abuse  treatment  and  rehabilitation  pro- 
grams. 

(f)  Any  materials  produced  or  distributed 
with  amounts  paid  to  a  State  under  section 
4106  shall  reflect  the  message  that  the  use 
of  illegal  drugs  and  the  abuse  of  alcohol  is 
wrong  and  harmful.  The  Secretary  shall  not 
review  curricula  and  shall  not  promulgate 
regulations  to  carry  out  this  subsection. 

SEC.  4108.  STATE  APPLICATIONS. 

(a)  In  order  to  receive  an  allotment  under 
subsection  (b)  or  (c)  of  section  4105  for  a 
fiscal  year,  a  State  shall  submit  an  applica- 
tion to  the  Secretary.  As  part  of  such  appli- 
cation, the  chief  executive  officer  of  the 
State  shall  agree  to  use  the  amounts  paid  to 
the  State  under  section  4106  in  accordance 
with  thexequirements  of  this  subtitle. 

(b)  Each  application  submitted  under  sub- 
section (a)  shall— 

(1)  cover  a  period  of  three  fiscal  years; 

(2)  be  submitted  at  a  time,  in  such 
manner,  and  contain  such  information,  as 
the  Secretary  may  require; 

(3)  contains  assurances  that  no  more  than 
2  per  cent  of  the  total  amount  paid  to  a 
State  under  section  4106  for  a  fiscal  year 
will  be  used  by  the  State,  and  2  per  cent  by 
the  State  educational  agency,  to  pay  the 
costs  of  administering  programs  under  this 
subtitle; 

(4)  contain  assurances  that  the  Federal 
funds  made  available  under  this  subtitle  for 
any  period  will  be  so  used  as  to  supplement 
and  increase  the  level  of  State,  local,  and 
non-Federal  funds  that  would  in  the  ab- 
sence of  such  Federal  funds  be  made  avail- 
able for  the  programs  and  activities  for 
which  funds  are  provided  under  this  subtitle 
and  will  in  no  event  supplant  such  State, 
local,  and  other  non-Federal  funds;  and 

(5)  designate  the  State  educational  agency 
as  the  agency  responsible  for  the  adminis- 
tration and  supervision  of  programs  assisted 
under  subsections  (c)  and  (d)  of  section  4107 
includes  the  plan  for  use  of  funds  under 
subsection  (c)(3)  of  such  section. 

SEC.  4109.  NATIONAL  PROGRAMS. 

(a)  The  Secretary  shall  use— 

(1)  $10,000,000  of  the  amount  reserved 
\mder  section  4105(a)  for  a  fiscal  year  to 
maintain  the  regional  centers  authorized  by 
subsection  (c); 

(2)  $8,000,000  of  such  reserved  amount  for 
a  fiscal  year  to  carry  out  the  national  pro- 
grams described  in  subsection  (b);  and 

(3)  $2,000,000  of  such  reserved  amount  for 
the  grants  described  in  subsection  (d). 

(b)(1)  The  Secretary  shall  use  the  amount 
described  in  subsection  (a)(2)  for  a  fiscal 
year  for  national  programs  described  in 
paragraph  (2).  Such  programs  shall  be  de- 
signed to  achieve  and  maintain  a  drug- free 
environment  that  is  conducive  to  learning  in 
elementary  and  secondary  schools.  The  Sec- 
retary may  carry  out  such  programs  direct- 
ly, or  through  grants,  contracts,  or  coopera- 
tive agreements  with  State  or  local  educa- 
tional agencies,  institutions  of  higher  educa- 
tion, and  other  public  and  private  agencies, 
organizations,  and  institutions.  The  Secre- 
tary shall,  when  appropriate,  coordinate  ac- 
tivities under  this  subsection  with  activities 
conducted  by  the  Secretary  of  Health  and 


Human  Services,  the  Secretary  of  Labor, 
the  Director  of  ACTION,  and  the  heads  of 
other  appropriate  agencies. 

(2)  The  Secretary  shall  use  amounts  avail- 
able under  this  subsection  to— 

(A)  collect  and  disseminate  information 
about  drug  use  and  alcohol  abuse  among 
students  in  elementary  and  secondary 
schools: 

(B)  develop  curricula  for  schools  which 
warn  against  the  use  of  drugs  and  the  abuse 
of  alcohol: 

(C)  provide  training  or  technical  assist- 
ance to  States  consistent  with  the  purposes 
of  this  subtitle; 

(D)  coordinate  drug  abuse  and  alcohol 
abuse  education  and  prevention  efforts  with 
similar  efforts  by  other  Federal  agencies: 
and 

(E)  collect  data  concerning,  and  evaluate, 
programs  that  reduce  drug  abuse  and  alco- 
hol abuse  among  students. 

(3)  The  Secretary  shall  coordinate  activi- 
ties conducted  under  this  subsection  with 
similar  activities  conducted  by  the  Secretary 
of  Health  and  Human  Services,  particularly 
the  clearinghouse  established  under  section 
4013. 

(c)  The  Secretary  shall  use  the  amount 
described  in  subsection  (aKl)  for  a  fiscal 
year  to  maintain  at  least  5  regional  centers 
to— 

(1)  train  school  teams  to  access  the  scope 
and  nature  of  their  drug  abuse  and  alcohol 
abuse  problems,  mobilize  the  community  to 
address  such  problems,  design  appropriate 
curricula,  identify  students  at  highest  risk 
and  refer  them  to  appropriate  treatment, 
and  institutionalize  long  term  effective  drug 
and  alcohol  abuse  programs.  Including  long 
range  technical  assistance,  evaluation,  and 
foUowup  on  such  training; 

(2)  assist  State  educational  agencies  in  co- 
ordinating and  strengthening  drug  abuse 
and  alcohol  abuse  education  and  prevention 
programs; 

(3)  assist  local  educational  agencies  and 
higher  education  institutions  in  developing 
appropriate  preservice  and  inservice  train- 
ing programs  for  educational  personnel;  and 

(4)  evaluate  and  disseminate  Information 
on  effective  drug  abuse  and  alcohol  abuse 
education  and  prevention  programs  and 
strategies. 

(d)(1)  Prom  the  amounts  described  in  sub- 
section (a)(3)  for  a  fiscal  yesu-.  the  Secretary 
shall  reserve— 

(A)  $1,700,000  for  grants  to  Indian  tribes 
and  tribal  organizations,  and 

(B)  $300,000  for  grants  to  Hawaiian  na- 
tives. 

(2)  From  the  funds  reserved  pursuant  to 
paragraph  (1)(A),  the  Secretary  shall  make 
grants  to  Indian  tribes  and  tribal  organiza- 
tions to  plan,  conduct,  and  administer  pro- 
grams, or  portions  thereof,  which  are  au- 
thorized and  consistent  with  the  provisions 
of  this  subtitle  for  the  benefit  of  tribal 
members. 

(3)  From  the  funds  reserved  pursuant  to 
paragraph  (1)(B).  the  Secretary  shall  enter 
into  contracts  with  organizations  primarily 
serving  and  representing  Hawaiian  natives 
which  are  recognized  by  the  Governor  of 
the  State  of  Hawaii  to  plan,  conduct,  and 
administer  programs,  or  portions  thereof, 
which  are  authorized  by  and  consistent  with 
the  provisions  of  this  subtitle  for  the  bene- 
fit of  Hawaiian  natives. 

(4)  For  the  purposes  of  this  subsection, 
the  terms— 

(A)  "Indian  tribe "  and  "tribal  organiza- 
tion" have  the  same  meaning  given  such 
terms  in  sections  4(b)  and  4(c)  of  the  Indian 
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Self-Determination   and  Education  Assist- 
ance Act,  and 

(B)  "Hawaiian  native"  means  any  individ- 
ual any  of  whose  ancestors  were  natives, 
prior  to  1778,  of  the  area  which  now  com- 
prises the  State  of  Hawaii. 

SKC  4110.  INTERAGENCY  COORDINATION. 

The  Secretary  of  Health  and  Human  Serv- 
ices, the  Secretary  of  Labor,  the  Secretary 
of  Education,  and  the  Director  of  ACTION 
shall  each  designate  an  officer  or  employee 
of  the  Departments  of  Education.  Health 
and  Human  Services,  and  Labor,  and 
ACTION,  respectively,  to  coordinate  inter- 
agency drug  abuse  activities. 

SEC  4111.  TRAINING.  TECHNICAL  ASSISTANCE.  AND 
DATA  COLLECTION. 

(a)  The  Secretary  of  Health  and  Human 
Services  and  the  Secretary  of  Education 
shall  provide  training  and  technical  assist- 
ance to  States  and  public  and  nonprofit  pri- 
vate entities  in  planning  and  operating  ac- 
tivities to  be  carried  out  under  this  subtitle. 

(b)  The  Secretary  of  Health  and  Human 
Services  and  the  Secretary  of  Education 
may  conduct  data  collection  activities  to 
enable  the  Secretary  to  carry  out  this  sub- 
title. 

SEC.  4112.  REPORT. 

Within  6  months  after  the  date  of  enact- 
ment of  this  Act,  the  Secretary  of  Education 
and  the  Secretary  of  Health  and  Human 
Services  shall  prepare  and  transmit  to  the 
appropriate  committees  of  the  Congress  a 
report  on  the  implementation  of  this  sub- 
title. The  report  shall  include  a  description 
of  the  manner  in  which  activities  conducted 
under  this  subtitle  are  being  coordinated 
with  activities  conducted  under  subtitle  A. 

SEC.  4113.  CONFORMING  A.MENDMENTS. 

Section  583(b)  of  the  Education  Consoli- 
dation and  Improvement  Act  of  1981  (20 
n.S.C.  3851(b))  is  amended  by— 

(1)  inserting  "and"  at  the  end  of  para- 
graph (2); 

(2)  striking  out  paragraph  (3);  and 

(3)  redesignating  paragraph  (4)  as  para- 
graph (3). 

SEC.  4114.  DEFINITIONS. 

The  definitions  of  terms  contained  in  sec- 
tion 595  of  the  Education  Consolidation  and 
Improvement  Act  of  1981  shall  apply  to  this 
subtitle. 

SEC  411S.  PRIVATE  SCHOOLS. 

The  provisions  of  section  557  of  the  Edu- 
cation Consolidation  and  Improvement  Act 
of  1981  shall  apply  to  this  subtitle. 

SEC  4IIC  SENSE  OF  THE  SENATE  URGING  THE 
MOTION  PICTURE  ASSOCIATION  TO 
LABEL  PRaDRUC  FILMS. 

(a)  The  Senate  finds  that— 

(1)  the  abuse  of  alcohol  and  the  use  of 
drugs  has  become  a  societal  problem  of  epi- 
demic proportions; 

(2)  it  is  in  the  interest  of  all  citizens  to 
contribute  to  the  reduction  of  alcohol  abuse 
and  drug  use,  particularly  among  youth: 

(3)  the  entertainment  industry,  particular- 
ly the  motion  picture  industry's  production 
of  youth-oriented  films,  often  depicts  alco- 
hol abuse  and  drug  use  in  a  benign,  even 
glamorous  way; 

(4)  the  motion  picture  industry  has  a  pro- 
found impact  on  societal  norms  and  is  a 
powerful  medium  which  exerts  great  influ- 
ence on  the  values  of  youth;  and 

(5)  the  motion  picture  industry  has  recog- 
nized the  need  to  inform  parents  about  the 
content  of  movies  regarding  violence, 
theme,  sex,  language,  and  nudity;  and  there- 
fore currently  employs  a  voluntary  rating 
system. 


(b)  It  is  the  sense  of  the  Senate  that  the 
Motion  Picture  Association  of  America 
should  incorporate  a  subcategory  in  its  vol- 
untary movie  rating  system  to  identify 
clearly  films  which  depict  alcohol  abuse  and 
drug  use  in  a  benign  or  favorable  light,  and 
give  a  special  rating  to  movies  that  so  depict 
alcohol  abuse  and  drug  use,  in  order  that 
parents  can  make  an  informed  choice  alx>ut 
the  movies  their  children  attend. 

Subtitle  C — Indians  and  Alaska  Natives 
SEC.  4M1.  SHORT  TITLE. 

This  subtitle  may  be  cited  as  the  "Indian 
Alcohol  and  Substance  Abuse  Prevention 
and  Treatment  Act  of  1986". 

PART  I— GENERAL  PROVISIONS 
SEC  4202.  FINDINGS. 

The  Congress  finds  and  declares  that— 

(1)  the  Federal  Government  has  a  histori- 
cal relationship  and  unique  legal  and  moral 
responsibility  to  Indian  tribes  and  their 
members, 

(2)  included  in  this  responsibility  is  the 
treaty,  statutory,  and  historical  obligation 
to  assist  the  Indian  tribes  in  meeting  the 
health  and  social  needs  of  their  members, 

(3)  alcoholism  and  alcohol  and  substance 
abuse  is  the  most  severe  health  and  social 
problem  facing  Indian  tribes  and  E>eople 
today  and  nothing  is  more  costly  to  Indian 
people  than  the  consequences  of  alcohol 
and  substance  abuse  measured  in  physical, 
mental,  social,  and  economic  terms, 

(4)  alcohol  and  substance  abuse  is  the 
leading  generic  risk  factor  among  Indians 
and  Indians  die  from  alcoholism  at  over  4 
times  the  age-adjusted  rates  for  the  United 
States  population  and  alcohol  and  sub- 
stance misuse  results  in  a  rate  of  years  of 
potential  life  lost  nearly  5  times  that  of  the 
United  States, 

(5)  4  of  the  top  10  causes  of  death  among 
Indians  are  alcohol  and  drug  related  inju- 
ries (18  percent  of  all  deaths),  chronic  liver 
disease  and  cirrhosis  (5  percent),  suicide  (3 
percent),  and  homicide  (3  percent). 

(6)  primarily  because  deaths  from  unin- 
tentional injuries  and  violence  occur  dispro- 
portionately among  young  people,  the  age- 
specific  death  rate  for  Indians  is  approxi- 
mately double  the  United  States  rate  for 
the  15  to  45  age  group. 

(7)  Indians  between  the  ages  of  15  and  24 
years  of  age  are  more  than  2  times  as  likely 
to  commit  suicide  as  the  general  population 
and  approximately  80  percent  of  those  sui- 
cides are  alcohol-related, 

(8)  Indians  between  the  ages  of  15  and  24 
years  of  age  are  twice  as  likely  as  the  gener- 
al population  to  die  in  automobile  accidents, 
75  percent  of  which  are  alcohol-related, 

(9)  the  Indian  Health  Service,  which  is 
charged  with  treatment  and  rehabilitation 
efforts,  has  directed  only  1  percent  of  its 
budget  for  alcohol  and  substance  abuse 
problems, 

(10)  the  Bureau  of  Indian  Affairs,  which 
has  responsibility  for  programs  in  educa- 
tion, social  services,  law  enforcement,  and 
other  areas,  has  assumed  little  resr>onsibiI- 
ity  for  coordinating  its  various  efforts  to 
focus  on  the  epidemic  of  alcohol  and  sub- 
stance abuse  among  Indian  people, 

(11)  this  lack  of  emphasis  and  priority 
continues  despite  the  fact  that  Bureau  of 
Indian  Affairs  and  Indian  Health  Service  of- 
ficials publicly  acknowledge  that  alcohol 
and  substance  abuse  among  Indians  is  the 
most  serious  health  and  social  problem 
facing  the  Indian  people,  and 

(12)  the  Indian  tribes  have  the  primary  re- 
sponsibility for  protecting  and  ensuring  the 
well-being  of  their  members  and  the  re- 


sources made  available  under  this  subtitle 
will  assist  Indian  tribes  in  meeting  that  re- 
sponsibility. 

SEC  4203.  PURPOSE. 

It  is  the  purpose  of  this  subtitle  to— 

(1)  authorize  and  develop  a  comprehen- 
sive, coordinated  attack  upon  the  illegal 
narcotics  traffic  in  Indian  country  and  the 
deleterious  impact  of  alcohol  and  substance 
abuse  upon  Indian  tribes  and  their  mem- 
bers, 

(2)  provide  needed  direction  and  guidance 
to  those  Federal  agencies  responsible  for 
Indian  programs  to  identify  and  focus  exist- 
ing programs  and  resources,  including  those 
made  available  by  this  subtitle,  upon  this 
problem, 

(3)  provide  authority  and  opportunities 
for  Indian  tribes  to  develop  and  implement 
a  coordinated  program  for  the  prevention 
and  treatment  of  alcohol  and  substance 
abuse  at  the  local  level,  and 

(4)  to  modify  or  supplement  existing  pro- 
grams and  authorities  in  the  areas  of  educa- 
tion, family  and  social  services,  law  enforce- 
ment and  judicial  services,  and  health  serv- 
ices to  further  the  purposes  of  this  subtitle. 

SEC  4204.  DEFINITIONS. 

For  purposes  of  this  subtitle— 

(1)  The  term  "agency"  means  the  local  ad- 
ministrative entity  of  the  Bureau  of  Indian 
Affairs  serving  one  or  more  Indian  tribes 
within  a  defined  geographic  area. 

(2)  The  term  "youth"  shall  have  the 
meaning  given  it  in  any  particular  Tribal 
Action  Plan  adopted  pursuant  to  section 
4205.  except  that,  for  purposes  of  statistical 
reporting  under  this  subtitle,  it  shall  mean  a 
person  who  is  19  years  or  younger  or  who  is 
in  attendance  at  a  secondary  school. 

(3)  The  term  "Indian  tribe"  means  any 
Indian  tribe,  band,  nation,  or  other  orga- 
nized group  or  community  of  Indians  (in- 
cluding any  Alaska  Native  village  or  region- 
al or  village  corporation  as  defined  in,  or  es- 
tablished pursuant  to.  the  Alaska  Native 
Claims  Settlement  Act  (43  U.S.C.  1601  et 
seq.))  which  is  recognized  as  eligible  for  spe- 
cial programs  and  services  provided  by  the 
United  States  to  Indians  tiecause  of  their 
status  as  Indians. 

(4)  The  term  "prevention  and  treatment" 
includes,  as  appropriate— 

(A)  efforts  to  identify,  and  the  identifica- 
tion of,  Indians  who  are  at  risk  with  respect 
to,  or  who  are  abusers  of,  alcohol  or  con- 
trolled substances, 

(B)  intervention  into  cases  of  on-going  al- 
cohol and  substance  abuse  to  halt  a  further 
progression  of  such  abuse, 

(C)  prevention  through  education  and  the 
provision  of  alternative  activities, 

(D)  treatment  for  alcohol  and  substance 
abusers  to  help  abstain  from,  and  alleviate 
the  effects  of,  abuse, 

(E)  rehabilitation  to  provide  on-going  as- 
sistance, either  on  an  inpatient  or  outpa- 
tient basis,  to  help  Indians  reform  or  ab- 
stain from  alcohol  or  substance  abuse, 

(F)  follow-up  or  after-care  to  provide  the 
appropriate  counseling  and  assistance  on  an 
outpatient  basis,  and 

(G)  referral  to  other  sources  of  assistance 
or  resources. 

(5)  The  term  "service  unit"  means  tui  ad- 
ministrative entity  within  the  Indian  Health 
Service  or  a  tribe  or  tribal  organization  op- 
erating health  care  programs  or  facilities 
with  funds  from  the  Indian  Health  Service 
under  the  Indian  Self-Determination  Act 
through  which  the  services  are  provided,  di- 
rectly or  by  contract,  to  the  eligible  Indian 
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population    within   a   defined    geographic 
area. 
PART  II— COORDINATION  OF  RESOURCES 
AND  PROGRAMS 

SEC.   4205.    INTER-DEPARTMENTAL   MEMORANDUM 
OF  AGREEMENT. 

(a)  IH  Oeheral.— The  Secretary  of  the  In- 
terior and  the  Secretary  of  Health  and 
Human  Services  shall  develop  and  enter 
into  a  Memorandum  of  Agreement  which 
shall,  among  other  things— 

(1)  determine  and  define  the  scope  of  the 
problem  of  alcohol  and  substance  abuse  for 
Indian  tribes  and  their  members  and  its  fi- 
nancial and  human  costs,  and  specifically 
identify  such  problems  affecting  Indian 
youth, 

(2)  identify- 

(A)  the  resources  and  programs  of  the 
Bureau  of  Indian  Affairs  and  Indian  Health 
Service,  and 

(B)  other  Federal,  tribal.  State  and  local, 
and  private  resources  and  programs, 
which  would  be  relevant  to  a  coordinated 
effort  to  combat  alcohol  and  substance 
abuse  among  Indian  people,  including  those 
programs  and  resources  made  available  by 
this  subtitle, 

(3)  develop  and  establish  appropriate  min- 
imum standards  for  each  agency's  program 
responsibilities  under  the  Memorandum  of 
Agreement  which  may  be— 

(A)  the  existing  Federal  or  State  stand- 
ards in  effect,  or 

(B)  in  the  absence  of  such  standards,  new 
standards  which  will  be  developed  and  es- 
tablished in  consultation  with  Indian  tribes, 

(4)  coordinate  the  Bureau  of  Indian  Af- 
fairs and  Indian  Health  Service  alcohol  and 
substance  abuse  programs  existing  on  the 
date  of  the  enactment  of  this  subtitle  with 
programs  or  efforts  established  by  this  sub- 
title, 

(5)  delineate  the  responsibilities  of  the 
Bureau  of  Indian  Affairs  and  the  Indian 
Health  Service  to  coordinate  alcohol  and 
substance  abuse-related  services  at  the  cen- 
tral, area,  agency,  and  service  unit  levels, 

(6)  direct  Bureau  of  Indian  Affairs  agency 
and  education  superintendents,  where  ap- 
propriate, and  the  Indian  Health  Service 
service  unit  directors  to  cooperate  fully  with 
tribal  requests  made  pursuant  to  section 
4206,  and 

(7)  provide  for  an  annual  review  of  such 
agreements  by  the  Secretary  of  the  Interior 
and  the  Secretary  of  Health  and  Human 
Services. 

(b)  Character  of  Activitiis.— To  the 
extent  that  there  are  new  activities  under- 
taken pursuant  to  this  subtitle,  those  activi- 
ties shall  supplement,  not  supplant,  activi- 
ties, programs,  and  local  actions  that  are  on- 
going on  the  date  of  the  enactment  of  this 
subtitle.  Such  activities  shall  be  undertaken 
in  the  manner  least  disruptive  to  tribal  con- 
trol, in  accordance  with  the  Indian  Self-De- 
termination  and  Education  Assistance  Act 
(25  U.S.C.  450  et  seq.),  and  local  control,  in 
accordance  with  section  1130  of  the  Educa- 
tion Amendments  of  1978  (25  U.S.C.  2010). 

(c)  CoHSULTATiON.— The  Secretary  of  the 
Interior  and  the  Secretary  of  Health  and 
Human  Services  shall,  in  developing  the 
Memorandum  of  Agreement  under  subsec- 
tion (a),  consult  with  and  solicit  the  com- 
ments of — 

(1)  interested  Indian  tribes, 

(2)  Indian  individuals, 

(3)  Indian  organizations,  and 

(4)  professionals  in  the  treatment  of  alco- 
hol and  substance  abuse. 

(d)  PuBUCATiOK.— The  Memorandum  of 
Agreement  under  subsection  (a)  shall  be 


submitted  to  Congress  and  published  in  the 
Federal  Register  not  later  than  90  days 
after  the  date  of  enactment  of  this  subtitle. 
At  the  same  time  as  publication  in  the  Fed- 
eral Register,  the  Secretary  of  the  Interior 
shall  provide  a  copy  of  this  subtitle  and  the 
Memorandum  of  Agreement  under  subsec- 
tion (a)  to  each  Indian  tribe. 

SEC.  4206.  TRIBAL  ACriON  PLANS. 

(a)  In  General.— The  governing  body  of 
any  Indian  tribe  may,  at  its  discretion, 
adopt  a  resolution  for  the  establishment  of 
a  Tribal  Action  Plan  to  coordinate  available 
resources  and  programs,  including  programs 
and  resources  made  available  by  this  sub- 
title, in  an  effort  to  combat  alcohol  and  sub- 
stance abuse  among  its  members.  Such  reso- 
lution shall  be  the  basis  for  the  implementa- 
tion of  this  subtitle  and  of  the  Memoran- 
dum of  Agreement  under  section  4205. 

(b)  Cooperation.— At  the  request  of  any 
Indian  tribe  pursuant  to  a  resolution  adopt- 
ed under  subsection  (a),  the  Bureau  of 
Indian  Affairs  agency  and  education  super- 
intendents, where  appropriate,  and  the 
Indian  Health  Service  service  unit  director 
providing  services  to  such  tribe  shall  cooper- 
ate with  the  tribe  in  the  development  of  a 
Tribal  Action  Plan  to  coordinate  resources 
and  programs  relevant  to  alcohol  and  sub- 
stance abuse  prevention  and  treatment. 
Upon  the  development  of  such  a  plan,  such 
superintendents  and  director,  as  directed  by 
the  Memorandum  of  Agreement  established 
under  section  4205,  shall  enter  into  an 
agreement  with  the  tribe  for  the  implemen- 
tation of  the  Tribal  Action  Plan  under  sub- 
section (a). 

(c)  Provisions.- 

(1)  Any  Tribal  Action  Plan  entered  into 
under  subsection  (b)  shall  provide  for— 

(A)  the  establishment  of  a  Tribal  Coordi- 
nating Committee  which  shall— 

(i)  at  a  minimum,  have  as  members  a 
tribal  representative  who  shall  serve  as 
Chairman  and  the  Bureau  of  Indian  Affairs 
agency  and  education  superintendents, 
where  appropriate,  and  the  Indian  Health 
Service  service  unit  director,  or  their  repre- 
sentatives. 

(ii)  have  primary  responsibility  for  the  im- 
plementation of  the  Tribal  Action  Plan, 

(ill)  have  the  responsibility  for  on-going 
review  and  evaluation  of.  and  the  making  of 
recommendations  to  the  tribe  relating  to, 
the  Tribal  Action  Plan,  and 

(iv)  have  the  responsibility  for  scheduling 
Federal,  tribal  or  other  personnel  for  train- 
ing in  the  prevention  and  treatment  of  alco- 
hol and  substance  abuse  among  Indians  as 
provided  under  section  4228,  and 

(B)  the  incorporation  of  the  minimum 
standards  for  those  programs  and  services 
which  it  encompasses  which  shall  be— 

(i)  the  Federal  or  State  standards  as  pro- 
vided in  section  4205(a)(3),  or 

(ii)  applicable  tribal  standards,  if  such 
standards  are  no  less  stringent  than  the 
Federal  or  State  standards. 

(2)  Any  Tribal  Action  Plan  may.  among 
other  things,  provide  for— 

(A)  an  assessment  of  the  scope  of  the 
problem  of  alcohol  and  substance  abuse  for 
the  Indian  tribe  which  adopted  the  resolu- 
tion for  the  Plan. 

(2)  the  identification  and  coordination  of 
available  resources  and  progranris  relevant 
to  a  program  of  alcohol  and  substance  abuse 
prevention  and  treatment. 

(3)  the  establishment  and  prioritization  of 
goals  and  the  efforts  needed  to  meet  those 
goals,  and 


(4)  the  identification  of  the  community 
and  family  roles  in  any  of  the  efforts  under- 
taken as  part  of  the  Tribal  Action  Plan. 

(d)  Grants.— The  Secretary  of  the  Interi- 
or may  make  grants  to  Indian  tribes  adopt- 
ing a  resolution  pursuant  to  subsection  (a) 
to  provide  technical  assistance  in  the  devel- 
opment of  a  Tribal  Action  Plan.  The  Secre- 
tary shall  allocate  funds  based  on  need. 
There  is  authorized  to  be  appropriated  such 
sums  as  may  be  necessary  for  each  of  the 
fiscal  years  1987,  1988,  and  1989  for  grants 
under  this  subsection. 

(e)  Federal  Action.— If  any  Indian  tribe 
does  not  adopt  a  resolution  as  provided  in 
subsection  (a)  within  90  days  after  the  pub- 
lication of  the  Memorandum  of  Agreement 
in  the  Federal  Register  as  provided  in  sec- 
tion 4205.  the  Secretary  of  the  Interior  and 
the  Secretary  of  Health  and  Human  Serv- 
ices shall  require  the  Bureau  of  Indian  Af- 
fairs agency  and  education  superintendents, 
where  appropriate,  and  the  Indian  Health 
Service  service  unit  director  serving  such 
tribe  to  enter  into  an  agreement  to  identify 
and  coordinate  available  programs  and  re- 
sources to  carry  out  the  purposes  of  this 
subtitle  for  such  tribe.  After  such  an  agree- 
ment has  been  entered  into  for  a  tribe  such 
tribe  may  adopt  a  resolution  under  subsec- 
tion (a). 

SEC.  42«7.  DEPARTMENTAL  RESPONSIBILITY. 

(a)  Implementation.— The  Secretary  of 
the  Interior,  acting  through  the  Bureau  of 
Indian  Affairs,  and  the  Secretary  of  Health 
and  Human  Services,  acting  through  the 
Indian  Health  Service.  shaU  bear  equal  re- 
sponsibility for  the  implementation  of  this 
subtitle  in  cooperation  with  Indian  tribes. 

(b)  Office  of  Alcohol  and  Surstance 

AflUSE.— 

(1)  In  order  to  better  coordinate  the  vari- 
ous programs  of  the  Bureau  of  Indian  Af- 
fairs in  carrying  out  this  subtitle,  there  is 
established  within  the  Office  of  the  Assist- 
ant Secretary  of  Indian  Affairs  an  Office  of 
Alcohol  and  Substance  Abuse.  The  director 
of  such  office  shall  be  appointed  by  the  As- 
sistant Secretary  on  a  permanent  basis  at  no 
less  than  a  grade  GS-15  of  the  General 
Schedule. 

(2)  In  addition  to  other  responsibilities 
which  may  be  assigned  to  such  Office,  it 
shall  be  responsible  for— 

(A)  monitoring  the  performance  and  com- 
pliance of  programs  of  the  Bureau  of  Indian 
Affairs  in  meeting  the  goals  and  purposes  of 
this  subtitle  and  the  Memorandum  of 
Agreement  entered  into  under  section  4205, 
and 

(B)  serving  as  a  point  of  contact  within 
the  Bureau  of  Indian  Affairs  for  Indian 
tribes  and  the  Tribal  Coordinating  Commit- 
tees regarding  the  implementation  of  this 
subtitle,  the  Memorandum  of  Agreement, 
and  any  Tribal  Action  Plan  established 
under  section  4206. 

(c)  Indian  Yooth  Programs  Officer.— 

(1)  There  is  established  in  the  Office  of 
Alcohol  and  Substance  Abuse  the  position 
to  be  known  as  the  Indian  Youth  Programs 
Officer. 

(2)  The  position  of  Indian  Youth  Pro- 
grams Officer  shall  be  established  on  a  per- 
manent basis  at  no  less  than  the  grade  of 
GS-14  of  the  General  Schedule. 

(3)  In  addition  to  other  responsibilities 
which  may  be  assigned  to  the  Indian  Youth 
Programs  Officer  relating  to  Indian  Youth, 
such  Officer  shall  be  responsible  for- 

(A)  monitoring  the  performance  and  com- 
pliance of  programs  of  the  Bureau  of  Indian 
Affairs  in  meeting  the  goals  and  purposes  of 
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this  subtitle  mnd  the  Memorandum  of 
Agreement  entered  Into  under  section  4205 
as  they  relate  to  Indian  youth  efforts,  and 

(B)  providing  advice  and  recommenda- 
tions, including  recommendations  submitted 
by  Indian  tribes  and  Tribal  Coordinating 
Committees,  to  the  Director  of  the  Office  of 
Alcohol  and  Substance  Abuse  as  they  relate 
to  Indian  youth. 

SEC  4I«6.  CONGRESSIONAL  INTENT. 

It  is  the  intent  of  Congress  that— 

(1)  specific  Federal  laws,  and  administra- 
tive regulations  promulgated  thereunder,  es- 
tablishing programs  of  the  Bureau  of  Indian 
Affairs,  the  Indian  Health  Service,  and 
other  Federal  agencies,  and 

(2)  general'  Federal  laws,  including  laws 
limiting  augmentation  of  Federal  appropria- 
tions or  encouraging  Joint  or  cooperative 
funding, 

shall  be  liberally  construed  and  adminis- 
tered to  achieve  the  purposes  of  this  sub- 
tlUe. 

SEC  4ZM.  FEDERAL  FACILITIES,  PROPERTY.  AND 
EQUIPMENT. 

(a)  Facility  Availability.— In  the  fur- 
therance of  the  purposes  and  goals  of  this 
subtitle,  the  Secretairy  of  the  Interior  and 
the  Secretary  of  Health  and  Human  Serv- 
ices shaU  make  available  for  community  use, 
to  the  extent  permitted  by  law  and  as  may 
be  provided  in  a  Tribal  Action  Plan,  local 
Federal  facilities,  property,  and  equipment, 
including  school  facilities.  Such  facility 
availability  shall  include  school  facilities 
under  the  Secretary  of  the  Interior's  juris- 
diction: Provided,  That  the  use  of  any 
school  facilities  shall  be  conditioned  upon 
approval  of  the  local  school  board  with  ju- 
risdiction over  such  school. 

(b)  Costs.— Any  additional  cost  associated 
with  the  use  of  Federal  facilities,  property, 
or  equipment  under  subsection  (a)  may  be 
borne  by  the  Secretary  of  the  Interior  and 
the  Secretary  of  Health  and  Human  Serv- 
ices out  of  available  Federal,  tribal.  State, 
local,  or  private  funds.  If  not  otherwise  pro- 
hibited by  law.  This  subsection  does  not  re- 
quire the  Secretary  of  the  Interior  nor  the 
Secretary  of  Health  and  Human  Services  to 
expend  additional  funds  to  meet  the  addi- 
tional costs  which  may  be  associated  with 
the  provision  of  such  facilities,  property,  or 
equipment  for  community  use.  Where  the 
use  of  Federal  facilities,  property,  or  equip- 
ment under  subsection  (a)  furthers  the  pur- 
poses and  goals  of  this  subtitle,  the  use  of 
fimds  other  than  those  funds  appropriated 
to  the  Department  of  the  Interior  or  the 
Department  of  Health  and  Human  Services 
to  meet  the  additional  costs  associated  with 
such  use  shaU  not  constitute  an  augmenta- 
tion of  Federal  appropriations. 

SEC  4210.  NEWSLETTER. 

The  Secretary  of  the  Interior  shall,  not 
later  than  120  days  after  the  date  of  the  en- 
actment of  this  subtitle,  publish  an  alcohol 
and  substance  abuse  newsletter  in  coopera- 
tion with  the  Secretary  of  Health  and 
Human  Services  and  the  Secretary  of  £klu- 
cation  to  report  on  Indian  alcohol  and  sub- 
stance abuse  projects  and  programs.  The 
newsletter  shall— 

(1)  be  published  once  in  each  calendar 
quarter, 

(2)  include  reviews  of  programs  deter- 
mined by  the  Secretary  of  the  Interior  to  be 
exemplary  and  provide  sufficient  informa- 
tion to  enable  interested  persons  to  obtain 
further  information  about  such  programs, 
and 

(3)  be  circulated  without  charge  to— 

(A)  schools. 

(B)  tribal  offices. 


<C)  Bureau  of  Indian  Affairs'  agency  and 
area  offices, 

(D)  Indian  Health  Service  area  and  service 
unit  offices, 

(E)  Indian  Health  Service  alcohol  pro- 
grams, and 

(F)  other  entities  providing  alcohol  and 
substance  abuse  related  services  or  re- 
sources to  Indian  people. 

PART  III— INDIAN  YOUTH  PROGRAMS 
SEC.  4211.  REVIEW  OF  PROGRAMS. 

(a)  Review.— In  the  development  of  the 
Memorandum  of  Agreement  required  by 
section  4205.  the  Secretary  of  the  Interior 
and  the  Secretary  of  Health  and  Human 
Services,  in  cooperation  with  the  Secretary 
of  £kiucation  shall  review  and  consider— 

(1)  Federal  programs  providing  education 
services  or  benefits  to  Indian  children, 

(2)  tribal.  State,  local,  and  private  educa- 
tional resources  and  programs, 

(3)  Federal  programs  providing  family  and 
social  services  and  benefits  for  Indian  fami- 
lies and  children. 

(4)  Federal  programs  relating  to  youth 
employment,  recreation,  cultural,  and  com- 
munity activities,  and 

(5)  tribal.  State,  local,  and  private  re- 
sources for  programs  similar  to  those  cited 
in  paragraphs  (3)  and  (4), 

to  determine  their  applicability  and  rel- 
evance in  carrying  out  the  purix>ses  of  this 
subtitle. 

(b)  Publication.— The  results  of  the 
review  conducted  under  subsection  (a)  shall 
be  provided  to  each  Indian  tribe  as  soon  as 
possible  for  their  consideration  and  use  in 
the  development  or  modification  of  a  Tribal 
Action  Plan  under  section  4206. 

SEC.  4212.  INDIAN  EDI'CATION  PROGRAMS. 

(a)  Pilot  Programs.- The  Assistant  Secre- 
tary of  Indian  Affairs  shall  develop  and  im- 
plement pilot  programs  in  selected  schools 
to  determine  the  effectiveness  of  summer 
youth  programs  in  furthering  the  purposes 
and  goals  of  the  Indian  Alcohol  and  Sub- 
stance Abuse  Prevention  and  Treatment  Act 
of  1986.  For  the  pilot  programs  there  are 
authorized  to  be  appropriated  such  sums  as 
may  be  necessary  for  each  of  the  fiscal 
years  1987,  1988,  and  1989.". 

(b)  Use  or  Funds.— Federal  financial  as- 
sistance made  available  to  public  or  private 
schools  because  of  the  enrollment  of  Indian 
children  pursuant  to— 

(1)  the  Act  of  April  16.  1934,  as  amended 
by  the  Indian  Education  Assistance  Act  (25 
U.S.C.  452etseq.). 

(2)  the  Indian  Elementary  and  Secondary 
School  Assistance  Act  (20  U.S.C.  241aa  et 
seq.),  and 

(3)  the  Indian  Education  Act  (20  U.S.C. 
3385), 

may  be  used  to  support  a  program  of  in- 
struction relating  to  alcohol  and  substance 
abuse  prevention  and  treatment. 

SEC.  4213.  EMERGENCY  SHELTERS. 

<a)  In  General.— a  Tribal  Action  Plan 
adopted  pursuant  to  section  4206  may  malce 
such  provisions  as  may  be  necessary  and 
practical  for  the  establishment,  funding,  li- 
censing, and  operation  of  emergency  shel- 
ters or  half-way  hoiises  for  Indian  youth 
who  are  alcohol  or  substance  abusers,  in- 
cluding youth  who  have  been  arrested  for 
offenses  directly  or  indirectly  related  to  al- 
cohol or  substance  abuse. 

(b)  Referrals.— 

(I)  In  any  case  where  an  Indian  youth  is 
arrested  or  detained  by  the  Bureau  of 
Indian  Affairs  or  tribal  law  enforcement 
personnel  for  an  offense  relating  to  alcohol 
or  substance  abuse,  other  than  for  a  status 


offense  as  defined  by  the  Juvenile  Justice 
and  Delinquency  Prevention  Act  of  1974, 
under  circumstances  where  such  youth  may 
not  be  immediately  restored  to  the  custody 
of  his  parents  or  guardians  and  where  there 
is  space  available  in  an  appropriately  li- 
censed and  supervised  emergency  shelter  or 
half-way  house,  such  youth  shall  be  re- 
ferred to  such  facility  in  lieu  of  incarcer- 
ation in  a  secured  facility  unless  such  youth 
is  deemed  a  danger  to  himself  or  to  other 
persons. 

(2)  In  any  case  where  there  is  a  space 
available  In  an  appropriately  licensed  and 
supervised  emergency  shelter  or  half-way 
house,  the  Bureau  of  Indian  Affairs  and 
tribal  courts  are  encouraged  to  refer  Indian 
youth  convicted  of  offenses  directly  or  Indi- 
rectly related  to  alcohol  and  substance 
abuse  to  such  facilities  in  lieu  of  sentencing 
to  incarceration  in  a  secured  juvenile  facili- 
ty. 

(c)  Direction  to  States.— In  the  case  of 
any  State  that  exercises  criminal  jurisdic- 
tion over  any  part  of  Indian  country  under 
section  1162  of  title  18  of  the  United  States 
Code  or  section  401  of  the  Act  of  April  11, 
1968  (25  U.S.C.  1321),  such  State  is  urged  to 
require  its  law  enforcement  officers  to— 

(1)  place  any  Indian  youth  arrested  for 
any  offense  related  to  alcohol  or  substance 
abuse  in  a  temporary  emergency  shelter  de- 
scribed in  subsection  (d)  or  a  community- 
based  alcohol  or  substance  abuse  treatment 
facility  in  lieu  of  incarceration  to  the  extent 
such  facilities  are  available,  and 

(2)  observe  the  standards  promulgated 
under  subsection  (d). 

(d)  Standards.— The  Assistant  Secretary 
of  Indian  Affairs  shall,  as  part  of  the  devel- 
opment of  the  Memorandum  of  Agreement 
set  out  in  section  4205,  promulgate  stand- 
ards by  which  the  emergency 'shelters  estab- 
lished under  a  program  pursuant  to  subsec- 
tion (a)  shall  be  established  and  operated. 

(e)  Authorization.— For  the  planning  and 
design,  construction,  and  renovation,  of 
emergency  shelters  or  half-way  houses  to 
provide  emergency  care  for  Indian  youth, 
there  is  authorized  to  be  appropriated 
$5,000,000  for  each  of  the  fiscal  years  1987, 
1988,  and  1989.  For  the  operation  of  emer- 
gency shelters  or  half-way  houses  there  is 
authorized  to  be  appropriated  such  sums  as 
may  be  necessary  for  each  of  the  fiscal 
years  1987.  1988,  and  1989.  The  Secretary  of 
the  Interior  shall  allocate  funds  appropri- 
ated pursuant  to  this  subsection  on  the 
basis  of  priority  of  need  of  the  various 
Indian  tribes  and  such  funds,  when  allocat- 
ed, shall  be  subject  to  contracting  pursuant 
to  the  Indian  Self-Determination  Act. 

SEC.  4214.  SOCIAL  SERVICES  REPORTS. 

(a)  Data.— The  Secretary  of  the  Interior, 
with  respect  to  the  administration  of  any 
family  or  social  services  program  by  the 
Bureau  of  Indian  Affairs  directly  or 
through  contracts  under  the  Indian  Self-De- 
termination Act,  shall  require  the  compila- 
tion of  data  relating  to  the  number  and 
types  of  child  abuse  and  neglect  cases  seen 
and  the  type  of  assistance  provided.  Addi- 
tionally, such  data  should  also  be  catego- 
rized to  reflect  those  cases  that  involve,  or 
appear  to  involve,  alcohol  and  substance 
abuse,  those  cases  which  are  recurring,  and 
those  cases  which  involve  other  minor  sib- 
lings. 

(b)  Referral  of  Data.— The  data  compiled 
pursuant  to  subsection  (a)  shall  be  provided 
annually  to  the  siffected  Indian  tribe  and 
Tribal  Coordinating  Committee  to  assist 
them  in  developing  or  modifying  a  Tribal 
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Action  Plan  and  shall  also  be  submitted  to 
the  Indian  Health  Service  service  unit  direc- 
tor who  will  have  respoiulbiUty  for  compil- 
ing a  tribal  comprehensive  report  as  provid- 
ed in  section  4230. 

(c)  CoHFiDDmALiTY.— In  Carrying  out  the 
requirements  of  subsections  (a)  and  (b),  the 
Secretary  shall  insure  that  the  data  is  com- 
piled and  reported  in  a  manner  which  will 
preserve  the  confidentiality  of  the  families 
and  individuals. 

PART  IV— LAW  ENFORCEMENT  AND 
JUDICIAL  SERVICES 
SEC.  4215.  REVIEW  OF  PROGRAMS. 

(a)  Law  Enforcemknt  and  Judicial  Serv- 
ices.—In  the  development  of  the  Memoran- 
dum of  Agreement  required  by  section  4205, 
the  Secretary  of  the  Interior  and  the  Secre- 
tary of  Health  and  Human  Services,  in  coop- 
eration with  the  Attorney  General  of  the 
United  States,  shall  review  and  consider— 

(1)  the  various  programs  established  by 
Federal  law  providing  law  enforcement  or 
Judicial  services  for  Indian  tribes,  and 

(2)  tribal  and  State  and  local  law  enforce- 
ment and  judicial  programs  and  systems 

to  determine  their  applicability  and  rel- 
evance in  carrying  out  the  purposes  of  this 
subtitle. 

(b)  Dissemination  of  Review.— The  re- 
sults of  the  review  conducted  pursuant  to 
subsection  (a)  shall  be  made  available  to 
every  Indian  tribe  as  soon  as  possible  for 
their  consideration  and  use  in  the  develop- 
ment and  modification  of  a  Tribal  Action 
Plan. 

SEC.  4216.  ILLEGAL  NARCOTICS  TRAFFIC  ON  THE 
PAPAGO  RESERVATION. 

(a)  Investigation  and  Control.— The  Sec- 
retary of  the  Interior  shall  provide  assist- 
ance to  the  Papago  Indian  Tribe  (Tohono 
O'odham)  of  Arizona  for  the  investigation 
and  control  of  illegal  narcotics  traffic  on  the 
Papago  Reservation  along  the  border  with 
Mexico.  The  Secretary  shall  ensure  that 
tribal  efforts  are  coordinated  with  appropri- 
ate Federal  law  enforcement  agencies,  in- 
cluding the  United  States  Customs  Service. 

(b)  Authorizations.— For  the  purpose  of 
providing  the  assistance  required  by  subsec- 
tion (a),  there  is  authorized  to  be  appropri- 
ated $500,000  for  each  of  the  fiscal  years 
1987,  1988.  and  1989. 

PART  V— BUREAU  OF  INDIAN  AFFAIRS  LAW 
ENFORCEMENT 

SEC.    4217.    TRIBAL    COURTS.    SENTENCING    AND 
FINES. 

To  enhance  the  ability  of  tribal  govern- 
ments to  prevent  and  penalize  the  traffic  of 
illegal  narcotics  on  Indian  reservations, 
paragraph  (7)  of  section  202  of  the  Act  of 
April  11,  1969  (25  U.S.C.  1302)  is  amended 
by  striking  out  "for  a  term  of  six  months 
and  a  fine  of  $500.  or  both"  and  inserting  in 
lieu  thereof  "for  a  term  of  one  year  and  a 
fine  of  $5,000.  or  both". 

SEC.  4218.  LAW  ENFORCEMENT  SERVICES. 

(a)  For  the  purpose  of  maintaining  law 
and  order  and  of  protecting  persons  and 
property  within  Indian  country  as  defined 
in  section  1151  of  title  18.  United  States 
Code,  the  Secretary  of  the  Interior  (herein- 
after referred  to  as  the  "Secretary")  may 
charge  any  officer  or  employee  of  the  De- 
partment of  the  Interior  with  law  enforce- 
ment responsibilities  and  authorize  such  of- 
ficer or  employee  to  exercise  such  of  the  fol- 
lowing authorities  as  the  Secretary  may 
deem  appropriate: 

(1)  Carry  firearms  within  Indian  country 
and  while  transporting  prisoners  or  on 
other  official  duties  outside  Indian  country. 


(2)  Secure  and  execute  or  serve  within 
Indian  country  any  order,  warrant,  subpoe- 
na, or  other  process  which  is  issued  under 
the  authority  of  the  United  States  or  of  an 
Indian  tribe. 

(3)  Make  an  arrest  without  a  warrant— 

(A)  for  any  offense  committed  within 
Indian  country  against  the  United  States 
committed  in  the  presence  of  the  officer  or 
employee; 

(B)  for  any  offense  committed  within 
Indian  country  against  the  United  States 
constituting  a  felony  if  the  officer  or  em- 
ployee has  reasonable  grounds  to  believe 
that  the  person  to  be  arrested  has  commit- 
ted or  is  committing  a  felony;  or 

(C)  for  any  offense  committed  within 
Indian  country  against  an  Indian  tribe  that 
has  commissioned  the  officer  or  employee  to 
enforce  its  laws  if  the  officer  or  employee 
has  reasonable  grounds  to  believe  that  the 
person  to  be  arrested  is  committing  the  of- 
fense in  the  officer's  or  employee's  presence 
or  view. 

(4)  Offer  and  pay  a  reward  for  services  or 
information  assisting  in  the  detection  or  in- 
vestigation of  the  commission  of  an  offense 
committed  within  Indian  country  or  in  the 
apprehension  of  an  offender. 

(5)  Make  inquiries,  and  administer  to.  or 
take  from,  any  person  an  oath,  affirmation, 
or  affidavit,  concerning  any  matter  which  is 
material  or  relevant  to  the  enforcement 
within  Indian  country  of  the  laws  of  the 
United  States  or  of  any  Indian  tribe  that 
has  commissioned  the  officer  to  enforce  its 
laws. 

(6)  Perform  any  other  law  enforcement 
duty  that  the  Secretary  may  designate. 

(7)  Upon  request,  assist  (with  or  without 
reimbursement)  any  Federal,  tribal.  State, 
or  local  law  enforcement  agency  in  the  en- 
forcement of  the  laws,  ordinances,  or  regu- 
lations which  they  administer  or  enforce, 
but  no  Indian  tribe.  State,  or  political  subdi- 
vision shall  be  deprived,  by  this  section  or 
by  any  such  request,  of  any  civil  or  criminal 
Jurisdiction  it  may  have. 

(b)(1)  The  Secretary  may  utilize  by  agree- 
ments, with  or  without  reimbursement,  the 
personnel  services  and  facilities  of  any  Fed- 
eral, tribal.  State,  or  local  Governmental 
agency  to  the  extent  he  deems  is  necessary 
and  appropriate  for  effective  enforcement 
of  any  Federal  or  tribal  laws  or  regulations 
in  Indian  country.  The  Secretary  may  com- 
mission law  enforcement  personnel  of  such 
agencies  to  exercise  such  of  the  authorities 
set  out  in  the  first  section  of  this  Act  as  the 
Secretary  deems  appropriate.  Appropriate 
representatives  of  Federal  agencies  are 
hereby  authorized  to  enter  into  and  carry 
out  such  agreements  with  the  Secretary  or 
with  duly  authorized  tribal  officials. 

(2)  While  acting  in  the  capacity  of  a 
person  commissioned  by  the  Secretary  pur- 
suant to  this  section,  any  person  who  is  not 
otherwise  a  Federal  employee,  shall  be 
deemed  a  Federal  employee  for  puiposes 
of- 

(A)  section  3374(c)(2)  of  title  5,  United 
States  Code,  and 

(B)  sections  111  and  1114  of  title  18. 
United  States  Code. 

(3)  For  purposes  of  subchapter  III  of 
chapter  81  of  title  5.  United  States  Code,  an 
employee  of  a  tribal.  State,  or  local  govern- 
mental agency  shall  be  considered  an  eligi- 
ble officer  while  acting  in  the  capacity  of  an 
officer  commissioned  pursuant  to  this  sec- 
tion. 

(c)  The  Secretary  of  the  Interior  may 
make  and  publish  such  rules  and  regula- 
tions as  the  Secretary  deems  necessary  or 


proper  for  officers  or  employees  of  the  De- 
partment of  the  Interior  charged  with  law 
enforcement  responsibilities  and  for  em- 
ployees of  any  Federal,  tribal.  State,  or  local 
governmental  agency  whose  services  are 
being  utilized  pursuant  to  subsection  (b). 

(dKl)  Nothing  in  this  section  shall  be  con- 
strued to  invalidate  any  delegations  of  au- 
thority or  law  enforcement  commissions 
issued  by  the  Secretary,  or  the  Secretary's 
designates,  prior  to  the  date  of  enactment  of 
this  Act. 

(2)  The  authorities  provided  by  this  sec- 
tion are  in  addition  to.  and  not  in  deroga- 
tion of.  any  existing  authorities.  Nothing  in 
this  section  shall  be  construed  to  alter  In 
any  way  the  law  enforcement,  or  investiga- 
tive, or  Judicial  authorities  of  any  Indian 
tribe,  SUte,  or  political  subdivision  thereof, 
or  of  any  department,  agency,  court,  or  offi- 
cial of  the  United  SUtes  other  than  the  De- 
partment of  the  Interior  and  agencies  or  of- 
ficials thereof. 

(e)  Notwithstanding  section  5901(a)  of 
title  5,  United  SUtes  Code,  the  uniform  al- 
lowance for  Bureau  of  Indian  Affairs  law 
enforcement  officers  shall  not  exceed  $400 
annually. 

SEC.  421».  BUREAU  OF  INDIAN  AFFAIRS  LAW  EN- 
FORCEMENT AND  JUDICIAL  TRAINING. 

(a)  In  General.— The  Secretary  of  the  In- 
terior shall  ensure,  through  the  esUblish- 
ment  of  a  new  training  program  or  through 
the  supplement  of  existing  training  pro- 
grams, that  all  Bureau  of  Indian  Affairs  and 
tribal  law  enforcement  and  Judicial  person- 
nel shall  have  avaUable  training  in  the  in- 
vestigation and  prosecution  of  offenses  re- 
lating to  illegal  narcotics  and  in  alcohol  and 
substance  abuse  prevention  and  treatment. 
Any  training  provided  to  Bureau  of  Indian 
Affairs  and  tribal  law  enforcement  and  judi- 
cial personnel  as  provided  in  subsection  (a) 
shall  specifically  include  training  in  the 
problems  of  youth  alcohol  and  substance 
abuse  prevention  and  treatment.  Such  train- 
ing shall  be  coordinated  with  the  Indian 
Health  Service  in  the  carrying  out  of  its  re- 
sponsibilities under  section  787. 

(b)  Authorization.— For  the  purpose  of 
providing  the  training  required  by  subsec- 
tion (a),  there  are  authorized  to  be  appro- 
priated $3,000,000  for  each  of  the  fiscal 
years  1987.  1988,  and  1989. 

SEC  4220.  MEDICAL  ASSESSMENT  AND  TREATMENT 
OF  JUVENILE  OFFENDERS. 

The  Memorandum  of  Agreement  entered 
into  pursuant  to  section  4205  shall  include  a 
specific  provision  for  the  development  and 
implemenUtion  at  each  Bureau  of  Indian 
Affairs  agency  and  Indian  Health  Service 
unit  of  a  procedure  for  the  emergency  medi- 
cal assessment  and  treatment  of  every 
Indian  youth  arrested  or  detained  by 
Bureau  of  Indian  Affairs  or  tribal  law  en- 
forcement personnel  for  an  offense  relating 
to  or  involving  alcohol  or  substance  abuse. 
The  medical  assessment  required  by  this 
subsection— 

(1)  shall  be  conducted  to  determine  the 
mental  or  physical  sUte  of  the  individuiJ 
assessed  so  that  appropriate  steps  can  be 
taken  to  protect  the  individual's  health  and 
well-being, 

(2)  shall  occur  as  soon  as  possible  after 
the  arrest  or  detention  of  an  Indian  youth, 
and 

(3)  shall  be  provided  by  the  Indian  Health 
Service,  either  through  its  direct  or  contract 
health  service. 

SEC.  4221.  JUVENILE  DETENTION  CENTERS. 

(a)  Plan.— The  Secretary  of  the  Interior 
shall  construct  and  renovate  Juvenile  deten- 
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Uon  centen  and  shall  ensure  that  the  con- 
struction of  the  centers  is  consistent  with 
the  Juvenile  Justice  and  Delinquency  Pre- 
vention Act  of  1974. 

(b)  AnTHORizATioii.— For  the  purpose  of 
subaectlon  (a),  there  are  authorized  to  be 
appropriated  $10,000,000  for  each  of  the 
fiscal  years  1987. 1988.  and  1989. 

sac  USS.  MODEL  INDIAN  JUVENILE  CODE. 

The  Secretary  of  the  Interior,  either  di- 
rectly or  by  contract,  shall  provide  for  the 
development  of  a  Model  Indian  Juvenile 
Code  which  shall  be  consistent  with  the  Ju- 
venile Justice  and  E>elinquency  Prevention 
Act  of  1974  and  which  shall  include  provi- 
sions relating  to  the  disposition  of  cases  in- 
volving Indian  youth  arrested  or  detained 
by  Bureau  of  Indian  Affairs  or  tribal  law  en- 
forcement personnel  for  alcohol  or  drug  re- 
lated offenses.  The  development  of  such 
model  code  shall  be  accomplished  in  coop- 
eration with  Indian  organizations  having  an 
expertise  or  Icnowledge  in  the  field  of  law 
enforcement  and  Judicial  procedure  and  in 
consultation  with  Indian  tribes.  Upon  com- 
pletion of  the  Model  Code,  the  Secretary 
shall  make  copies  available  to  each  Indian 
tribe. 

SEC    aSX    LAW    ENFORCEMENT    AND    JUDICIAL 
REPORT. 

(a)  CoMPiiATioii  or  Law  Ektorckiiewt 
Data.— The  Secretary  of  the  Interior,  with 
respect  to  the  administration  of  any  law  en- 
forcement or  judicial  services  program  by 
the  Bureau  of  Indian  Affairs,  either  directly 
or  through  contracts  under  the  Indian  Self- 
E>etermination  Act.  shall  require  the  compi- 
lation of  data  relating  to  calls  and  encoun- 
ters, arrests  and  detentions,  and  disposition 
of  cases  by  Bureau  of  Indian  Affairs  or 
tribal  law  enforcement  or  judicial  personnel 
Involving  Indians  where  it  is  determined 
that  alcohol  or  substance  abuse  is  a  contrib- 
uting factor. 

(b)  Refxiuial  op  Data.— The  data  compiled 
pursuant  to  subsection  (a)  shall  be  provided 
annually  to  the  affected  Indian  tribe  and 
Tribal  Coordinating  Committee  to  assist 
them  in  developing  or  modifying  a  Tribal 
Action  Plan  and  shall  also  be  submitted  to 
the  Indian  Health  Service  unit  director  who 
wlU  have  the  responsibility  for  compiling  a 
tribal  comprehensive  report  as  provided  in 
section  4230. 

(c)  CoNFiDKKTiALiTY.- In  Carrying  out  this 
section,  the  Secretary  shall  insure  that  the 
data  is  compiled  and  reported  in  a  manner 
which  will  preserve  the  confidentiality  of 
the  families  and  individuals  involved. 
PART  VI— INDIAN  ALCOHOL  AND  SUB- 
STANCE ABUSE  TREATMENT  AND  REHA- 
BIUTATION 

SEC  4224.  REVIEW  OF  PROGRAMS. 

(a)  III  GEmRAL.— In  the  development  of 
the  Memorandum  of  Agreement  required  by 
section  4205,  the  Secretary  of  the  Interior 
and  the  Secretary  of  Health  and  Human 
Services  shall  review  and  consider— 

(1)  the  various  programs  established  by 
Federal  law  providing  health  services  and 
benefits  to  Indian  tribes,  including  those  re- 
lating to  mental  health  and  alcohol  suid  sub- 
stance abuse  prevention  and  treatment,  and 

(2>  tribal.  State  and  local,  and  private 
health  resources  and  programs, 

(3)  where  facilities  to  provide  such  treat- 
ment are  or  should  be  located,  and 

(4)  the  effectiveness  of  public  and  private 
alcohol  and  substance  abuse  treatment  pro- 
grams in  operation  on  the  date  of  the  enact- 
ment of  this  subtitle, 

to  determine  their  applicability  and  rel- 
evance in  carrying  out  the  pui-poses  of  this 
subUUe. 


(b)  Dissemination.— The  results  of  the 
review  conducted  under  subsection  (a)  shall 
be  provided  to  every  Indian  tribe  as  soon  as 
possible  for  their  consideration  and  use  in 
the  development  or  modification  of  a  Tribal 
Action  Plan. 

SEC.  422S.  INDIAN  HEALTH  SERVICE  RESPONSIBIL- 
ITIES. 

The  Memorandum  of  Agreement  entered 
into  pursuant  to  section  4205  shall  include 
specific  provisions  pursuant  to  which  the 
Indian  Health  Service  shall  assume  respon- 
sibility for— 

(1)  the  determination  for  the  scope  of  the 
problem  of  alcohol  and  substance  abuse 
among  Indian  people,  including  the  number 
of  Indians  within  the  Jurisdiction  of  the 
Indian  Health  Service  who  are  directly  or 
indirectly  affected  by  alcohol  and  substance 
abuse  and  the  f  insuicial  and  human  cost, 

(2)  an  assessment  of  the  existing  and 
needed  resources  necessary  for  the  preven- 
tion of  alcohol  and  substance  abuse  and  the 
treatment  of  Indians  affected  by  alcohol 
and  substance  abuse,  and 

(3)  an  estimate  of  the  funding  necessary 
to  adequately  support  a  program  of  preven- 
tion of  alcohol  and  substance  abuse  and 
treatment  of  Indians  affected  by  alcohol 
and  substance  abuse. 

SEC.  422*.  INDIAN  HEALTH  SERVICE  PROGRAM. 

The  Secretary  of  Health  and  Human  Serv- 
ices, acting  through  the  Indian  Health  Serv- 
ice, shall  provide  a  program  of  comprehen- 
sive alcohol  and  substance  abuse  prevention 
and  treatment  which  shall  include— 

(1)  prevention,  through  educational  inter- 
vention, in  Indian  communities. 

(2)  acute  detoxification  and  treatment, 

(3)  community-based  rehabilitation,  and 

(4)  community  education  and  involve- 
ment, including  extensive  training  of  health 
care,  educational,  and  community-based  per- 
sonnel. 

The  target  population  of  such  a  program 
shall  be  the  members  of  Indian  tribes.  Addi- 
tionally, efforts  to  train  and  educate  Icey 
members  of  the  Indian  community  shall 
target  employees  of  health,  education,  judi- 
cial, law  enforcement,  legal,  and  social  serv- 
ice programs. 

SEC.  42n.  INDIAN  HEALTH  SERVICE  YOUTH  PRO- 
GRAM. 

(a)  Detoxification  and  Rehabilitatioh.— 
The  Secretary  shall  develop  and  implement 
a  program  for  acute  detoxification  and 
treatment  for  Indian  youth  who  are  alcohol 
and  substance  abusers.  The  program  shall 
include  regional  treatment  centers  designed 
to  include  detoxification  and  rehabilitation 
for  both  sexes  on  a  referral  basis.  These  re- 
gional centers  shall  be  integrated  with  the 
intake  and  rehabilitation  programs  based  in 
the  referring  Indian  community. 

(b)  Centers.— The  Secretary  shall  con- 
struct or  renovate  a  youth  regional  treat- 
ment center  in  each  area  under  the  Jurisdic- 
tion of  an  Indian  Health  Service  area  office. 
For  punxjses  of  the  preceding  sentence,  the 
area  offices  of  the  Indian  Health  Service  in 
Tucson  and  Phoenix,  Arizona,  shall  be  con- 
sidered one  area  office.  The  regional  treat- 
ment centers  shall  be  appropriately  staffed 
with  health  professionals.  There  are  author- 
ized to  be  appropriated  $6,000,000  for  the 
construction  and  renovation  of  the  regional 
youth  treatment  centers,  and  $3,000,000  for 
the  staffing  of  such  centers,  for  each  of  the 
fiscal  years  1987.  1988.  and  1989. 

(c)  Federally  Owned  Structures.- 

(1)  The  Secretary  of  Health  and  Human 
Services,  acting  through  the  Indian  Health 
Service,  shall,  in  consultation  with  Indian 
tribes— 


(A)  identify  and  use,  where  appropriate, 
federally  owned  structures,  suitable  as  local 
residential  or  regional  alcohol  and  sub- 
stance abuse  treatment  centers  for  Indian 
youth,  and 

(B)  establish  guidelines  for  determining 
the  suitability  of  any  such  federally  owned 
structure  to  be  used  as  a  local  residential  or 
regional  alcohol  and  substance  abuse  treat- 
ment center  for  Indian  youth. 

(2)  Any  structure  descrilied  in  paragraph 
(I)  may  be  used  under  such  terms  and  con- 
ditions as  may  be  agreed  upon  by  the  Secre- 
tary of  Health  and  Human  Services  and  the 
agency  having  responsibility  for  the  struc- 
ture. 

(3)  There  are  authorized  to  be  appropri- 
ated $3,000,000  for  each  of  the  fiscal  years 
1987,  1988,  and  1989. 

(d)  Rehabilitation  and  Follow-Up  Serv- 
ices.— 

(1)  The  Secretary,  in  cooperation  with  the 
Secretary  of  the  Interior,  shall  develop  and 
implement  within  each  Indian  Health  Serv- 
ice unit  community-based  rehabilitation  and 
follow-up  services  for  Indian  youth  who  are 
sdcohol  or  substance  abusers  which  are  de- 
signed to  integrate  long-term  treatment  and 
to  monitor  and  support  the  Indian  youth 
after  their  return  to  their  home  community. 

(2)  Services  under  paragraph  (1)  shall  be 
administered  within  each  service  unit  by 
trained  staff  within  the  community  who  can 
assist  the  Indian  youth  in  continuing  devel- 
opment of  self-image,  positive  problem-solv- 
ing skills,  and  nonalcohol  or  substance  abus- 
ing behaviors.  Such  staff  shall  include  alco- 
hol and  substance  abuse  counselors,  mental 
health  professionals,  and  other  health  pro- 
fessionals and  paraprofessionals,  including 
community  health  representatives. 

(3)  For  the  purpose  of  providing  the  serv- 
ices authorized  by  paragraph  (1),  there  are 
authorized  to  be  appropriated  $9,000,000  for 
each  of  the  fiscal  years  1987, 1988,  and  1989. 

SEC.  4228.  TRAINING  AND  COMMUNITY  EDUCATION. 

(a)  Community  Education.- The  Secre- 
tary, in  cooperation  with  the  Secretary  of 
the  Interior,  shall  develop  and  implement 
within  each  service  unit  a  program  of  com- 
munity education  and  involvement  which 
shall  be  designed  to  provide  concise  and 
timely  information  to  the  community  lead- 
ership of  each  tribal  community.  Such  pro- 
gram shall  include  education  in  alcohol  and 
substance  abuse  to  the  critical  core  of  each 
tribal  community,  including  political  lead- 
ers, tribal  Judges,  law  enforcement  person- 
nel, members  of  tribal  health  and  education 
boards,  and  other  critical  parties. 

(b)  Training.- The  Secretary  of  Health 
and  Human  Services  shall,  either  directly  or 
through  contract,  provide  instruction  in  the 
area  of  alcohol  and  substance  abuse,  includ- 
ing instruction  in  crisis  intervention  and 
family  relations  in  the  context  of  alcohol 
and  substance  abuse,  youth  alcohol  and  sub- 
stance abuse,  and  the  causes  and  effects  of 
fetal  alcohol  syndrome  to  appropriate  em- 
ployees of  the  Bureau  of  Indian  Affairs  and 
the  Indian  Health  Service,  and  personnel  in 
schools  or  programs  operated  under  any 
contract  with  the  Bureau  of  Indian  Affairs 
or  the  Indian  Health  Services,  including  su- 
pervisors of  emergency  shelters  and  half- 
way houses  described  in  section  4213. 

(c)  Axtthorization.- There  are  authorized 
to  be  appropriated  $4,000,000  for  the  fiscal 
year  1987  and  such  sums  as  are  necessary  to 
carry  out  the  purposes  of  this  section  for 
the  fiscal  years  1988  and  1989. 
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SBC    int.    NAVAJO    AUX)HOL    REHABILITATION 
DEMONSTRATION  PROGRAM. 

(a)  DsMORSTRATioH  PROGRAM.— The  Secre- 
tary of  Health  and  Human  Services  shall 
make  grants  to  the  Navajo  tribe  to  establish 
a  demonstration  program  in  the  city  of 
Gallup.  New  Mexico,  to  rehabUiUte  adult 
Navajo  Indians  suffering  from  alcoholism  or 
alcohol  abuse. 

(b)  Evaluation  and  Report.— The  Secre- 
tary, acting  through  the  National  Institute 
on  Alcohol  Abuse  and  Alcoholism,  shall 
evaluate  the  program  established  under  sub- 
section (a)  and  submit  a  report  on  such  eval- 
uation to  the  appropriate  Committees  of 
Congress  by  January  1, 1990. 

(c)  Authorization.— There  are  authorized 
to  be  appropriated  for  the  purposes  of 
grants  under  subsection  (a)  $200,000  for 
each  of  the  fiscal  years  1988, 1989.  and  1990. 
Not  more  than  10  percent  of  the  funds  ap- 
propriated for  any  fiscal  year  may  be  used 
for  administrative  purposes. 

SEC.  4230.  INDIAN  HEALTH  SERVICE  REPORTS. 

(a)  Compilation  of  Data.— The  Secretary 
of  Health  and  Human  Services,  with  respect 
to  the  administration  of  any  health  pro- 
gram by  an  Indian  Health  Service  service 
unit,  directly  or  through  contract,  including 
a  contract  under  the  Indian  Self -Determina- 
tion Act,  shall  require  the  compilation  of 
data  relating  to  the  number  of  cases  or  inci- 
dents which  any  of  the  Indian  Health  Serv- 
ice personnel  or  services  were  involved  and 
which  were  related,  either  directly  or  indi- 
rectly, to  alcohol  or  substance  abuse.  Such 
report  shall  include  the'  type  of  assistance 
provided  and  the  disposition  of  these  cases. 

(b)  Referral  op  Data.— The  data  compiled 
under  subsection  (a)  shall  be  provided  annu- 
ally to  the  affected  Indian  tribe  and  Tribal 
Coordinating  Committee  to  assist  them  in 
developing  or  modifying  a  Tribal  Action 
Plan. 

(c)  Comprehensive  Report.— Each  Indian 
Health  Service  service  unit  director  shall  be 
responsible  for  assembling  the  data  com- 
piled under  this  section  and  section  4204 
into  an  annual  tribal  comprehensive  report 
which  shall  be  provided  to  the  affected  tribe 
and  to  the  Director  of  the  Indian  Health 
Service  who  shall  develop  and  publish  a  bi- 
ennial national  report  on  such  tribal  com- 
prehensive reports. 

Subtitle  D— Action  GranU 

SEC.  4301.  ACTION  GRANTS. 

The  Domestic  Volunteer  Service  Act  of 
1973  is  amended— 

(1)  in  title  I  by  adding  after  section  123 
the  following  new  section: 

"SPECIAL  initiatives 

"Sec.  124.  The  Director  is  authorized  to 
engage  in  activities  that  mobilize  and  initi- 
ate private  sector  efforts  to  increase  volun- 
tarism in  preventing  drug  abuse  through 
public  awareness  and  education  (such  as. 
but  not  limited  to,  grants,  contracts,  confer- 
ences, public  service  announcements,  speak- 
ers bureau,  public-private  partnerships  and 
technical  assistance  to  nonprofit  and  for- 
profit  organizations).  In  fulfilling  the  au- 
thority of  this  section,  the  Director  is  au- 
thorized to  (1)  coordinate  the  agency  efforts 
with  the  White  House  and  other  Federal 
agencies,  and  (2)  accept  in  the  name  of  the 
ACTION  agency  funds  received  through  so- 
licitation of  profit  and  nonprofit  entities."; 

(2)  by  amending  subsection  (c)  of  section 
501  to  read  as  follows: 

"(c)  There  is  to  be  authorized  to  be  appro- 
priated to  carry  out  programs  under  part  C 
of  title  I  of  this  Act  $4,484,000  for  the  fiscal 
year   1987  (of  which  $2,500,000  shaU  be 


available  for  drug  abuse  prevention), 
$1,984,000  for  fiscal  year  1988.  and 
$1,984,000  for  fiscal  year  1989.";  and 

(3)  by  amending  section  504  to  read  as  fol- 
lows: 

"administration  and  coordination 
"Sec.  504.  There  is  authorized  to  be  appro- 
priated for  the  Administration  of  this  Act. 
as  authorized  In  title  IV  of  this  Act. 
$25,812,000  for  fiscal  year  1987  (of  which 
$500,000  shall  be  available  for  support  of 
drug  abuse  prevention),  $25,312,000  for 
fiscal  year  1988,  and  $25,312,000  for  fiscal 
year  1989.". 

TITLE  V— ANTI-DRUG  TRUST  FUND 
designation  OP  tax  overpayments  and 

CONTRIBUTIONS  TO  ANTI-DRUG  TRUST  FUND 

(a)  Subchapter  A  of  chapter  61  of  the  In- 
ternal Revenue  Code  of  1954  (relating  to  re- 
turns and  records)  is  amended  by  adding  at 
the  end  thereof  the  following  new  part: 
DESIGNATION  OF  TAX  OVERPAY- 
MENTS AND  CONTRIBUTIONS  TO 
ANTI-DRUG  TRUST  FUND 

"Sec.  6097.  Designation  by  individuals. 

"SEC.  60(7.  DESIGNATION  BY  INDIVIDUALS. 

"(a)  In  General.— With  respect  to  each 
taxpayer's  return  for  the  taxable  year  of 
the  tax  imposed  by  chapter  1,  such  taxpayer 
may  designate  that— 

"(1)  any  amount  of  an  overpayment  of 
sueh  tax  for  such  taxable  year,  or 

"(2)  in  the  absence  of  any  overpayment  of 
such  tax,  any  contribution  which  the  tax- 
payer includes  with  such  return, 
be  paid  over  to  the  Anti-Drug  Trust  Fund. 

'(b)  Manner  and  Time  of  Designation.— A 
designation  under  subsection  (a)  may  be 
made  with  respect  to  any  taxable  year  only 
at  the  time  of  filing  the  return  of  the  tax 
imposed  by  chapter  1  for  such  taxable  year. 
Such  designation  shall  be  made  either  on 
the  1st  page  of  the  return  or  on  the  page 
bearing  the  taxpayer's  signature. 

"(c)  Designated  Amounts  Not  Deducti- 
ble.—No  amount  designated  pursuant  to 
subsection  (a)  shall  be  allowed  as  a  deduc- 
tion under  section  170  or  any  other  section 
for  any  taxable  year. 

"(d)  Overpayments  Treated  as  Refund- 
ed.—For  purposes  of  this  title,  any  overpay- 
ment of  tax  designated  under  subsection  (a) 
shall  be  treated  as  being  refunded  to  the 
taxpayer  as  of  the  last  date  prescribed  for 
filing  the  return  of  tax  imposed  by  chapter 
1  (determined  without  regard  to  extensions) 
or,  if  late,  the  date  the  return  is  filed.". 

(b)  Subchapter  A  of  chapter  98  of  the  In- 
ternal Revenue  Code  of  1954  (relating  to 
Trust  Fund  Code)  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

"SEC.  9505.  anti-drug  TRUST  FUND. 

"(a)  Creation  of  Trust  Fund.— There  is 
established  in  the  Treasury  of  the  United 
States  a  trust  fund  to  be  known  as  the  "Anti- 
Drug  Trust  Fund',  consisting  of  such 
amounts  as  may  be  appropriated  or  credited 
to  the  Anti-Drug  Trust  Fund  as  provided  in 
this  section  and  section  9602(b)  (relating  to 
crediting  of  interest,  etc.). 

'"(b)  Transfers  to  Anti-Drdg  Trust 
Fund.— There  are  hereby  appropriated  to 
the  Drug  Addiction  Prevention  Trust  Fund 
amounts  equivalent  to  the  amounts  desig- 
nated under  section  6097  and  received  in  the 
Treasury. 

""(c)  Expenditures  From  Trust  Fund.— 
Amounts  in  the  Anti-Drug  Trust  Fund  shall 
be  available  as  provided  by  appropriation 
Acts,  for  making  expenditures  to  carry  out 
the  purposes  of  the  Drug  Enforcement  Act 
of  1986. ". 


(c)(1)  The  table  of  parts  for  subchapter  A 
of  chapter  61  of  the  Internal  Revenue  Code 
of  1954  is  amended  by  adding  at  the  end 
thereof  the  following  new  item: 
"Part  IX.  Designation  of  overpayments  and 
contributions  for  Anti-Drug 
Trust  Fund.". 

(2)  The  table  of  sections  for  subchapter  A 
of  chapter  98  of  such  Code  is  amended  by 
adding  at  the  end  thereof  the  following  new 
item: 
""Sec.  9505.  Anti-Drug  Trust  Fund.". 

(d)  The  amendments  made  by  this  section 
shall  take  effect  on  January  1,  1987. 

Mr.  DOLE.  I  suggest  the  absence  of 
a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roll. 

D  1024 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


CLOTURE  MOTION 

The  PRESIDING  OFFICER.  One 
hour  having  passed  since  the  Senate 
convened,  the  clerk  will  report  the 
motion  to  Invoke  cloture. 

The  assistant  legislative  clerk  read 
as  follows: 

CLOTURE  MOTION 

We,  the  undersigned  Senators,  in  accord- 
ance with  the  provisions  of  Rule  XXII  of 
the  Standing  Rules  of  the  Senate,  hereby 
move  to  bring  to  a  close  the  debate  upon  the 
motion  to  proceed  to  S.  2760.  the  Product 
Liability  Reform  Act. 

Bob  Kasten.  Jim  Broyhill.  Phil  Gramm. 
Steve  Symms,  Don  Nickles,  Larry 
Pressler,  Nancy  Landon  Kassebaum. 
Dick  Lugar,  Mitch  McConnell.  Jesse 
Helms,  Pete  Wilson,  Jake  Gam.  Jim 
McClure,  Chic  Hecht.  Jim  Abdnor, 
Dan  Quayle.  Eklward  Zorinsky.  and 
Lowell  Weicker. 


CALL  OF  THE  ROLL 

The  PRESIDING  OFFICER  (Mr. 
Laxalt).  Pursuant  to  rule  XXII,  the 
Chair  now  directs  the  clerk  to  call  the 
roll  to  ascertain  the  presence  of  a 
quorum. 

The  assistant  legislative  clerk  called 
the  roll  and  the  following  Senators  an- 
swered to  their  names: 

[Quorum  Vote  No.  10  Leg.] 

Zorinsky 


Byrd 

HoUings 

Dole 

Kasten 

Grassley 

Laxalt 

The  PRESIDING  OFFICER.  A 
quorum  is  now  present.  The  clerk  will 
call  the  names  of  the  absent  Senators. 

The  assistant  legislative  clerk  re- 
sumed the  call  of  the  roll  and  the  fol- 
lowing Senators  entered  the  Chamber 
and  answered  to  their  names: 


Abdnor 

Biden 

BroyhiU 

Andrews 

Bingainan 

Bumpers 

Annstrong 

Boren 

Burdirk 

Baucus 

Boschwitz 

Chafee 

Bentsen 

Bradley 

ChUes 
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Cochrmn 

Heflin 

Packwood 

Cohen 

Beinz 

PeU 

Craniton 

Helms 

Pressler 

D-AnuUo 

Humphrey 

Proxmire 

nuirorth 

Inouye 

Quayle 

DeCondnl 

Johnston 

Rtegle 

Denton 

Kasaebaum 

RockefeUer 

Dixon 

Kennedy 

Roth 

Dodd 

Kerry 

Rudman 

Domenld 

Lautenlwrg 

Sarbanes 

Durenberser 

Leahy 

Sasser 

Eagleton 

Uvln 

Simon 

Evmiu 

Long 

Simpson 

Exon 

Lugar 

Specter 

Pord 

Mathlas 

Stafford 

Olenn 

Matsunaga 

Stennls 

Qoldwmter 

Hattingly 

Stevens 

Oore 

McClure 

Symms 

Gorton 

McConnell 

Thurmond 

Orunni 

Melcher 

Trible 

Hvkin 

Metsenbaum 

Wallop 

Hart 

MitcheU 

Warner 

Hatch 

Moynlhan 

Welcker 

Hmtfleld 

Murkowskl 

Wilson 

Hawkins 

Nlckles 

Hecht 

Nunn 

D  1100 
VOTE 


(Mr. 


The    PRESIDING    OFFICER 
Stevens).  A  quorum  is  present. 

The  question  is.  Is  it  the  sense  of  the 
Senate  that  debate  on  the  motion  to 
proceed  to  the  consideration  of  S. 
2760.  the  I»roduct  Liability  Reform 
Act.  shall  be  brought  to  a  close?  The 
yeas  and  nays  are  automatic  under  the 
rule,  and  the  clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Gran],  is  nec- 
essarily absent. 

Mr.  CRANSTON.  I  annoimce  that 
the  Senator  from  Arkansas  [Mr. 
Pryor],  is  absent  because  of  illness  in 
the  family. 

I  further  announce  that,  if  present 
and  voting,  the  Senator  from  Arkansas 
[Mr.  Pryor]  would  each  vote  "yea." 

The  yeas  and  nays  resulted— yeas  97, 
nays  1,  as  follows: 

[RoUcaU  Vote  No.  291  Leg] 
yEAS-97 


Abdnor 

Goldwater 

Melcher 

Andrews 

Oore 

Metzenbaum 

Armstrong 

Gorton 

Mitchell 

Baucus 

Gramm 

Moynihan 

Bentsen 

Orassley 

Murkowski 

Biden 

Harkin 

Nickles 

Bingaman 

Hart 

Nunn 

Boren 

Hatch 

Packwood 

BoechwiU 

Hatfield 

Pell 

Bradley 

Hawkins 

Pressler 

BroyhiU 

Hecht 

Proxmire 

Bumpers 

Heflin 

Quayle 

Burdick 

Heinz 

Riegle 

Byrd 

Helms 

Rockefeller 

Chatee 

HoUlngs 

Roth 

ChUes 

Humphrey 

Rudman 

Cochran 

Inouye 

Sarbanes 

Cohen 

Johnston 

Sasser 

Cranston 

Kassebaum 

Simon 

D'Amato 

Kasten 

Simpson 

Danforth 

Keimedy 

Specter 

DeCondni 

Kerry 

Stafford 

Denton 

Lautenberg 

Stevens 

Dixon 

Uxalt 

Symms 

Dodd 

Leahy 

Thurmond 

Dole 

Levtn 

Trible 

Domeniei 

Long 

Wallop 

Durenberger 

Lugar 

Warner 

Eagleton 

Mathias 

Welcker 

Evans 

Matsunaga 

Wilson 

Exoo 

Mattingly 

Zorinsky 

FOrd 

McClure 

Olenn 

McConneU 

Gam 


NAYS— 1 
Stennis 

NOT  VOTING- 
Pryor 


D  1124 

The  PRESIDING  OFFICER.  On 
this  vote  there  are  97  yeas  and  1  nay. 
Three-fifths  of  the  Senators  duly 
chosen  and  sworn  having  voted  in  the 
affirmative,  the  motion  is  agreed  to. 


PRODUCT  LIABILITY  REFORM 
ACT 

Mr.  KASTEN.  Mr.  President,  when  I 
spoke  to  the  delegates  at  the  White 
House  Conference  on  Small  Business, 
many  of  whom  had  businesses  that 
were  literally  on  the  edge  of  survival, 
many  of  whom  had  businesses  whose 
very  existence  depended  upon  the 
needed  reforms  of  the  product  liability 
system,  I  promised  them  that  this  leg- 
islation, this  bill,  would  be  on  the  floor 
of  the  Senate. 

I  also  promised  them,  as  did  the  ma- 
jority leader  and  others,  that  we 
would  find  out  who  supported  them 
and  were  concerned  about  their  prob- 
lems and  who  supported  the  trial  law- 
yers. I  am  doing  everything  I  can,  and 
I  am  going  to  do  everything  I  can,  to 
move  this  bipartisan  consensus  bill, 
the  package  which  I  proposed  as  an 
amendment  in  the  nature  of  a  substi- 
tute on  behalf  of  Senators  on  both 
sides  of  the  aisle— to  do  everything  I 
can  to  work  with  this  bipartisan  con- 
sensus until  those  who  support  the 
small  businessmen  and  women  across 
the  coimtry  are  given  an  opportimity 
to  vote. 

I  am  not  a  lawyer,  but  I  understand 
that  one  of  the  things  that  attorneys 
do,  particularly  trial  lawyers,  is  they 
drag  things  out  in  court.  They  stall  in 
court.  They  use  legal  technicalities  in 
court  to  prevent  a  solution  or  to  pre- 
vent any  decision  from  being  made. 

These  legal  technicalities  that  we 
are  seeing  now  is  a  process  imder 
which  a  small  number  of  people  who 
are  using  legal  technicalities  and  not 
willing  to  vote  up  or  down  on  an  issue 
are  dragging  out  this  issue  on  the  floor 
of  the  Senate,  just  as  trial  attorneys 
drag  out  an  issue  in  a  courtroom. 

We  cannot  let  them  get  away  with 
that  on  the  floor  of  the  Senate.  I 
strongly  urge  my  colleagues  to  vote  for 
the  Kasten-Inouye-Gorton-Stevens- 
Kassebaum-Riegle  amendment  to 
Senate  bill  2760,  the  Product  Liability 
Reform  Act.  I  believe  we  haVe  a 
strong,  bipartisan  consensus. 

I  do  not  believe,  Mr.  President,  that 
we  ought  now  to  go  through  this  drag- 
ging out  process,  which  would  include 
up  to  30  hours,  possibly,  of  debate, 
now  that  we  have  invoked  cloture  on 
the  motion  to  proceed.  I  shall  not  use 
my  time,  and  I  do  not  believe  that  any 
of  us  who  are  fighting  for  the  small 


business  men  and  women  across  this 
country  want  to  use  their  time,  be- 
cause we  do  not  want  to  participate  in 
this  delay.  Instead,  I  hope  that  we  can 
move  forward  relatively  quickly  to  a 
vote,  first  of  all.  on  the  motion  to  pro- 
ceed, then  to  a  vote  on  the  substitute. 

So,  Mr.  President,  in  the  interest  of 
trying  to  move  along,  at  the  same  time 
giving  people  an  opportunity  to 
debate— and  I  know  there  are  some 
Senators  on  the  floor  who  desire  to 
debate— I  ask  imanimous  consent  that, 
notwithstanding  the  provisions  of  rule 
XXII.  a  vote  occur  on  the  motion  to 
proceed  on  S.  2760,  the  Product  Liabil- 
ity Act,  at  12:30  today. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  ROLLINGS.  I  object. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

Mr.  KASTEN.  I  ask  unanimous  con- 
sent that,  notwithstanding  the  provi- 
sions of  rule  XXII,  a  vote  occur  on  the 
motion  to  proceed  on  S.  2760  at  1 
o'clock  today. 

Mr.  ROLLINGS.  I  object. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

Mr.  KASTEN.  Mr.  President,  let  me 
just  say  to  the  Senator  from  South 
Carolina.  I  am  trying,  if  we  can.  to  ex- 
pedite the  process  of  the  Senate.  We 
would  be  willing  to  try  a  vote  at  1:30  or 
2  o'clock. 

I  ask  unanimous  consent  that,  not- 
withstanding the  provisions  of  rule 
XXII.  a  vote  occur  on  the  motion  to 
proceed  to  S.  2760  at  2  p.m. 

Mr.  ROLLINGS  and  Mr.  HART.  I 
object.  

The  PRESIDING  OFFICER.  Two 
objections  are  heard. 

Mr.  KASTEN.  Mr.  President,  I  yield 
the  floor. 

Mr.  HART.  Mr.  President,  a  parlia- 
mentary inquiry. 

The  PRESIDING  OFFICER.  The 
Senator  will  state  it. 

Mr.  HART.  What  is  the  time  situa- 
tion, Mr.  President? 

The  PRESIDING  OFFICER.  There 
are  30  hours  of  consideration  that 
began  at  11:23  a.m. 

Mr.  HART.  Mr.  President,  if  I  may.  I 
wish  to  direct  an  inquiry  to  the  distin- 
guished Senator  from  South  Carolina 
as  to  whether  a  statement  on  behalf  of 
the  position  which  he  has  taken  on 
this  measure  would  be  in  order  by  the 
Senator  from  Colorado  at  this  point? 

Mr.  ROLLINGS.  By  aU  means.  Mr. 
President.  I  suggest  the  Senator  go 
right  ahead. 

Mr.  HART.  I  thank  the  Senator. 

Mr.  President,  at  a  time  when  the 
Senate  ought  to  be  very  seriously  con- 
sidering trade  legislation,  a  true  deficit 
reduction  measure  such  as  an  oil 
import  fee,  or  overdue  revisions  of  the 
farm  bill— measures  to  help  the  Ameri- 
can people— we  are  considering  some- 
thing else:  an  unjust  and  unwise  meas- 


UMI 


September  25, 1986 


CONGRESSIONAL  RECORD— SENATE 


ure  to  injure  people  who  have  already 
been  hurt. 

I  cannot  support  legislation  to  make 
it  more  difficult  for  victims  of  danger- 
ous and  defective  products  to  be  com- 
pensated for  their  injuries.  Most  of 
the  provisions  of  the  product  liability 
bill  would  undercompensate  the  in- 
jured or  insulate  the  guilty.  The  con- 
sumers of  this  Nation  and  the  firms 
which  conscientiously  apply  the  high- 
est standards  in  manufacturing  both 
deserve  better. 

This  legislation  is  based  on  the  false 
premise  that  economic  losses  are 
somehow  more  worthy  of  compensa- 
tion, while  other  damages,  more  diffi- 
cult to  quantify,  are  deemed  less 
worthy  of  compensation.  The  $250,000 
cap  on  pain  and  suffering  and  the 
elimination  of  joint  and  several  liabil- 
ity for  so-called  noneconomic  losses  il- 
lustrate a  favoritism  for  arithmetic 
but  a  moral  blindspot  when  it  comes 
to  human  suffering. 

Mr.  President,  pain  and  suffering 
constitute  real  losses,  not  a  fiction  or  a 
nasty  plot  designed  to  benefit  the  law- 
yers. 

Consider  for  a  moment  the  fairness 
of  a  $250,000  cap  as  applied  in  the  case 
of  a  yoimg  girl  who  has  suffered 
severe  bums  after  her  pajamas  caught 
fire.  Her  scars  are  permanent;  plastic 
surgery  will  not  restore  her  appear- 
ance. Disfiguring  injuries  will  guaran- 
tee her  a  lifetime  of  pain  and  personal 
regret.  The  $250,000  cap  in  this  bill 
does  not  permit  adequate  compensa- 
tion for  this  victim,  this  child. 

Under  this  unfair  legislation,  manu- 
facturers will  make  an  offer  just  to 
limit  the  amount  they  will  eventually 
pay  to  a  victim,  like  the  little  girl.  The 
cap  would  not  encourage  plaintiffs  to 
settle.  Seriously  injured  patients  al- 
ready have  an  incentive  to  resolve  dis- 
putes, to  get  along  with  their  lives.  In- 
stead, this  cap  acts  as  an  incentive  for 
manufacturers  to  ignore  their  respon- 
sibilities for  justifiable  damage 
awards.  A  nonflexible  formula  for  cal- 
culating compensable  loss  will  do  a 
substantial  injustice  in  individual 
cases. 

When  compensation  is  based  chiefly 
on  economic  factors,  like  wage  loss  and 
medical  bills,  the  victim's  recovery 
rights  are  drastically  and  unfairly  re- 
duced. Many  injured  consumers  are 
not  wage  earners,  and  horrendous  in- 
juries may  be  untreatable. 

The  woman  who  used  a  Dalkon 
Shield  and  is  now  imable  to  bear  chil- 
dren, for  example,  will  not  be  prevent- 
ed from  actively  pursuing  her  career. 
A  liability  formula  that  is  biased 
toward  economic  damages,  by  defini- 
tion, cannot  begin  to  compensate  her 
inability  to  start  and/or  add  to  her 
family.  And  that  is  wrong,  Mr.  Presi- 
dent. 

There  has  been  much  discussion  in 
this  debate  about  deep-socket  liability. 
I  prefer  to  call  it  "guilty-pocket"  liabil- 
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ity.  Under  the  longstanding  doctrine 
of  Joint  and  several  liability,  the  plain- 
tiff cannot  recover  from  any  defend- 
ant without  showing  the  defendant 
caused  the  harm.  It  is  fair  to  require 
that  anyone  who  caused  the  injury 
pay  for  it.  It  is  eminently  unfair  to 
force  the  innocent  victim  of  a  product 
accident  to  absorb  any  shortfall  in 
compensation.  Revisions  in  the  doc- 
trine of  Joint  and  several  liability, 
which  force  the  innocent  victim  to 
subsidize  wrongdoers,  is  uinsound 
public  policy,  regardless  of  whether 
this  subsidy  consists  of  economic  or 
noneconomic  losses. 

It  is  well  documented  that  the  tort 
system  has  functioned  to  drive  from 
the  market  dangerous  products— flam- 
mable fabrics,  unsafe  automobiles, 
birth  control  pills  which  cause  cancer 
and  stroke,  and  others.  The  threat  of 
damages  forces  otherwise  irresponsible 
manufacturers  to  pay  close  attention 
to  the  safety  consequences  of  their 
products.  With  legislation  freeing 
them  of  liability  concerns,  that  atten- 
tion to  safety  will  disappear. 

Sound  reforms  of  this  Nation's  tort 
liability  system  can  be  accomplished. 
But  solutions  to  those  problems  which 
do  exist  must  involve  contributions 
from  all  parties— insurers  and  consum- 
ers, manufacturers  and  attorneys. 
That  would  be  a  principled  approach. 

But  this  legislation  is  a  bailout.  It 
seeks  to  protect  manufacturers  from 
the  consequences  of  their  actions  at 
the  expense  of  consumers  who  have 
been  injured. 

I  congratulate  the  distinguished 
Senator  from  South  Carolina  [Mr. 
HoLLiNGS],  who  has  been  this  Cham- 
ber's conscience  on  product  liability 
legislation.  I  commend  him  for  his 
leadership  in  opposition  to  this  flawed 
bill. 

Mr.  President,  a  further  parliamen- 
tary inquiry. 

The  PRESIDING  OFFICER.  The 
Senator  will  state  it. 

Mr.  HART.  Would  a  statement  unre- 
lated to  the  pending  matter  be  in 
order  at  this  point? 

The  PRESIDING  OFFICER.  It  is 
not  in  order  at  this  time. 

Mr.  HART.  Would  it  be  in  order  if 
imanimous  consent  were  obtained? 

The  PRESIDING  OFFICER.  It 
would  be  in  order  to  ask  unanimous 
consent  for  that  purpose. 

Mr.  HART.  Mr.  President,  I  ask 
unanimous  consent  that  it  be  in  order 
to  present  brief  remarks  on  the  occa- 
sion of  the  memorial  service  to  the 
late  Governor  Harriman. 

Mr.  KASTEN.  I  object. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

Mr.  HART.  I  am  sure  the  friends  of 
Governor  Harriman  appreciate  that. 

Mr.  HOLLINGS.  Mr.  President,  I 
suggest  the  absence  of  a  quorum. 


The  PRESIDING  OFFICER.  Busi- 
ness has  not  intervened  since  the  last 
quorum  call;  therefore 

Mr.  HOLLINGS.  No  business  has  in- 
tervened, l&x.  President? 

The  PRESIDING  OFFICER.  That  is 
the  rule,  that  during  a  cloture  period, 
there  cannot  be  another  quorum  call 
imless  business  has  intervened  in  the 
interim  since  the  last  rollcall. 

Mr.  HOLLINGS.  Mr.  President,  may 
I  inquire  of  the  Chair— we  have  had 
some  talk.  What  constitutes  business? 

The  PRESIDING  OFFICER.  The 
Chair  states  that  that  is  a  very  techni- 
cal question.  There  are  a  series  of 
things  that  constitute  business.  Order- 
ing the  yeas  and  nays  on  a  motion 
would  be  business. 

Mr.  HOLLINGS.  But  not  debate? 

The  PRESIDING  OFFICER.  Not 
debate.  There  must  be  action  by  the 
Senate  disposing  of  pending  business 
before  another  quorum  call  is  in  order. 

Mr.  HOLLINGS.  I  appeal  the  ruling 
of  the  Chair  and  ask  for  the  yeas  and 
nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second  for  that  pur- 
pose? There  is  not  a  sufficient  second 
for  that  purpose. 

Mr.  HOLLINGS.  Mr.  President,  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  A 
quoruan  is  not  in  order. 

Mr.  HOLLINGS.  Oh,  yes,  Mr.  Presi- 
dent; now  business  has  occurred. 

The  PRESIDING  OFFICER.  The 
Chair  is  corrected  by  the  Parliamen- 
tarian. The  Senator  having  appealed 
the  ruling  of  the  Chair,  it  is  now  in 
order  to  have  a  quorum  call  to  get  suf- 
ficient time  to  get  seconders  for  the 
request.  The  clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

D  1150 

Mr.  KASTEN.  Mr.  President.  I  ask 
unanimous  consent  that  further  pro- 
ceedings under  the  quonmi  call  be  re- 
scinded. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  KASTEN.  Mr.  President,  it  is 
our  intention  to  move  to  the  yeas  and 
nays  on  this  question  now  if  the  Sena- 
tor from  South  Carolina  is  agreeable. 

Mr.  HOLLINGS.  I  object  right  now. 
Let  me  get  this  understood.  You  can 
move  it,  but  I  would  be  recognized  to 
talk.  I  misunderstood  the  request  of 
the  disting\iished  Senator. 

The  PRESIDING  OFFICER.  The 
Senator  from  Wisconsin  has  the  floor 
and  has  made  a  request. 

Mr.  HOLLINGS.  Is  it  unanimous 
consent? 

The  PRESIDING  OFFICER.  Is 
there  sufficient  second  for  the  yeas 
and  nays? 

Mr.  HOLLINGS.  Parliamentary  in- 
quiry. What  is  the  motion? 
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The  PRESIDING  OFFICER.  It  Is 
the  Chair's  understanding  the  Senator 
from  Wisconsin  has  asked  for  the  yeas 
and  nays  on  the  appeal. 

Mr.  HOLLINGS.  The  appeal  was  out 
and  then  we  got  the  quorum  call. 

The  PRESIDING  OFFICER.  No. 
The  appeal  was  not  out  because  the 
Senator  had  appealed  the  ruling  of 
the  Chair  and  asked  for  the  yeas  and 
nays  and  there  was  not  a  sufficient 
second.  And  then  the  Senator  asked 
for  a  quorum  call,  which  leaves  the 
Senator's  motion  remaining  before  the 
Senate  and  that  is  the  appeal  of  the 
ruling  of  the  Chair. 

Mr.  HOLLINGS.  I  withdraw  the 
appeal.  Is  that  all  right? 

The  PRESIDING  OFFICER.  The 
Senator  has  that  right.  The  appeal  is 
withdrawn. 


The  result  was  announced— yeas  90, 
nays  5,  as  follows: 

[RoUcall  Vote  No.  292  Leg.] 
YEAS-90 


UMI 


QUORUM  CALL 

Mr.  HOLUNGS.  The  appeal  is  with- 
drawn and  I  suggest  the  absence  of  a 
quorum.  

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  caUed 
the  roll,  and  the  following  Senators 
entered  the  Chamber  and  answered  to 
their  names: 

[Quorum  No.  Ill 
Bentsen  Gorton  Kasten 

BoachwIU  Hart  McClure 

Bumpers  Helms  Pressler 

Dodd  Rollings  Stevens 

Ooldwater  Kassebaum  Thurmond 

The  PRESIDING  OFFICER  (Mrs. 
Kassebaum).  a  quonmi  is  not  present. 

The  clerk  will  call  the  names  of 
absent  Senators. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

Mr.  KASTEN  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Wisconsin. 

Mr.  KASTEN.  Madam.  President,  I 
move  that  the  Sergeant  at  Arms  be  in- 
structed to  request  the  attendance  of 
absent  Senators,  and  I  ask  for  the  yeas 
and  nays.  

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion. 
On  this  question  the  yeas  and  nays 
have  been  ordered,  and  the  clerk  will 
call  the  roll. 

The  assistant  legislative  clerk  called 
the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Alabama  [Mr.  Denton], 
the  Senator  from  UUh  [Mr.  Garn], 
and  the  Senator  from  Maryland  [Mr. 
Mathias]  are  necessarily  absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Michigan  [Mr. 
Isvin]  is  necessarily  absent. 

I  also  announce  that  the  Senator 
from  Arkansas  [Mr.  Prtor]  is  absent 
because  of  illness  in  the  family. 


Abdnor 

Ford 

McConnell 

Andrews 

Glenn 

Melcher 

Armstrong 

Gore 

Metzenbaum 

Baucus 

Gorton 

Mitchell 

Bentsen 

Gramm 

Moynihan 

Biden 

Grassley 

Murkowski 

Bingaman 

Harkin 

Nickles 

Boren 

Hart 

Nunn 

BoschwlU 

Hatch 

Packwood 

Bradley 

Hatfield 

Pell 

BroyhUl 

Hawkins 

Pressler 

Bumpers 

Hecht 

Riegle 

Burdlck 

HeOin 

Rockefeller 

Byrd 

Heinz 

Roth 

Chafee 

Helms 

Rudman 

Chiles 

Hollings 

Sarbanes 

Cochran 

Humphrey 

Sasser 

Cohen 

Inouye 

Simon 

Cranston 

Kassebaum 

Simpson 

D'Amato 

Kasten 

Specter 

Danforth 

Kennedy 

Stafford 

DeConclni 

Kerry 

Stennis 

Dixon 

Lautenberg 

Stevens 

Dodd 

Laxalt 

Symms 

Dole 

Leahy 

Thurmond 

Domenlcl 

Long 

Trible 

Durenberger 

Lugar 

Wallop 

Eagleton 

Matsimaga 

Warner 

Evans 

Mattingly 

Wilson 

Exon 

McClure 
NAYS-5 

Zorinsky 

Goldwater 

Proxmire 

Weicker 

Johnston 

Quayle 

NOT  VOTING 

-5 

Denton 

Levin 

Pryor 

Gam 

Mathias 

So  the  motion  was  agreed  to. 
D  1230 

The  PRESIDING  OFFICER.  With 
the  addition  of  Senators  voting  who  did 
not  answer  the  quonmi  call,  a  quorum 
is  now  present. 


PRODUCT  LIABILITY  REFORM 

Mr.  KASTEN.  Madam  President,  I 
ask  for  regular  order. 

The  PRESIDING  OFFICER.  Regu- 
lar order  is  the  motion  to  proceed. 

Mr.  HOLLINGS  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  South  Carolina. 

Mr.  HOLLINGS.  The  distinguished 
Senator  from  Wisconsin  Madam  Presi- 
dent, has  referred  to  the  trial  lawyers. 

Mr.  KASTEN.  Madam  President,  a 
parliamentary  inquiry. 

The  PRESIDING  OFFICER.  Does 
the  Senator  yield  for  a  parliamentary 
inquiry? 

Mr.  HOLLINGS.  No,  I  do  not.  I 
would  like  to  make  this  thought.  I 
have  not  spoken  today  on  this  particu- 
lar matter.  I  would  like  to  be  heard  be- 
cause there  have  been  some  mislead- 
ing statements  made. 

The  American  Bar  Association 
writes  to  this  Senator  and  all  Sena- 
tors, as  you  were,  to  try  to  clarify  the 
record.  Beginning  in  their  letter  dated 
September  24,  they  say: 

Dear  Senator:  Yesterday  on  the  Senate 
floor  during  debate  on  S.  2760,  Senator 
Kasten  stated  that  'most  lawyers  support 
some  kind  of  bill"  on  product  liability.  We 


believe  this  is  misleading.  The  American 
Bar  Association— 

I  am  not  talking  about  trial  lawyers. 
The  distinguished  Senator  would 
couch  this  all  as  insurance  company 
versus  trial  lawyers.  I  daresay  that  an 
injured  party  cannot  go  to  an  insur- 
ance company.  You  cannot  go  and  get 
a  corporate  lawyer.  Those  folks  charge 
$500  and  $600  an  hour.  So  they  do  go, 
thank  Heavens,  to  trial  lawyers,  the 
little  man  in  town. 

The  American  Bar  Association, 
which  encompasses  trial  lawyers,  cor- 
porate lawyers,  and  insurance  lawyers, 
states: 

The  ABA,  with  a  membership  of  approxi- 
mately 320,000  lawyers,  supports  federal  leg- 
islation in  two  discrete  areas  of  the  product 
liability  law.  However,  we  have  opposed 
broad  federal  product  liability  legislation 
such  as  S.  2760  since  February  1981  when 
the  ABA  went  on  record  against  such  pro- 
posals. 

In  February  1983,  the  ABA's  House  of 
Delegates  reconsidered  the  matter  and 
voted  by  a  substantial  majority  to  reaffirm 
its  earlier  position  of  opposition  to  broad 
federal  preemptive  product  liability  legisla- 
tion. At  that  time,  it  also  voted  to  approve 
two  recommendations  supporting  federal  at- 
tention in  two  limited  areas:  Litigation  in- 
volving certain  latent  occupational  diseases, 
and  the  question  of  how  to  allocate  liability 
rislss  between  the  federal  government  and 
its  contractors. 

The  approximately  380-member  ABA 
House  of  Delegates,  which  is  carefully  struc- 
tured to  represent  all  aspects  of  the  Bar, 
thoroughly  studied  all  facets  of  this  matter 
before  making  its  decisions  on  this  issue  in 
1981  and  1983. 

Operating  in  a  manner  similar  to  the  U.S. 
Congress,  our  House  of  Delegates  is  the  leg- 
islative body  for  the  ABA.  The  House  of 
Delegates  represents  not  only  various 
groups  within  the  Association  but  also  the 
legal  profession  as  a  whole.  Its  membership 
is  made  up  of  delegates  elected  by  Associa- 
tion members  in  each  state,  delegates  from 
every  state  bar  association,  the  larger  local 
bar  associations,  other  national  organiza- 
tions of  the  legal  profession  and  delegates 
elected  by  the  ABA  Assembly  and  the  ABA 
Sections. 

Enclosed  is  a  letter  from  our  Immediate- 
Past  President  setting  forth  our  reasons  for 
opposing  broad  federal  product  liability  leg- 
islation. 

Mr.  KASTEN.  Madam  President,  I 
ask  for  regular  order.  The  Senator 
from  South  Carolina  has  already 
spoken  twice  on  this  issue.  Under  the 
rules,  he  cannot  speak  again  on  this 
issue. 

Mr.  HOLLINGS.  I  have  not  yielded 
the  floor.  Madam  President. 

The  PRESIDING  OFFICER.  Regu- 
lar order  has  been  requested. 

Mr.  HOLLINGS.  I  am  in  regular 
order,  having  been  recognized.  How 
can  he  be  recognized?  He  has  already 
made  five  motions.  I  have  not  made 
one  talk.  I  am  trying  to  complete  it. 

The  PRESIDING  OFFICER.  The 
Senator  from  Wisconsin  does  not  have 
to  be  recognized.  He  made  a  call  for 
regular  order.  Under  regular  order, 
the  Senator  from  South  Carolina  has 
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not  yielded 


already  delivered  two  speeches  on  the 
same  subject.  A  third  speech  would  be 
out  of  order. 

Mr.  HOLLINGS.  As  you  were.  I  re- 
spectfully—I  disrespectfully,  I  should 
say— object  to  that  ruling.  Madam 
President.  That  is  babble  from  the 
Parliamentarian.  You  cannot  rule  in 
the  U.S.  Senate  that  when  I  made  a 
request  for  a  quorum,  that  is  a  speech. 
The  only  other  thing  I  made  was  an 
appeal  from  the  ruling  of  the  Chair.  If 
that  is  a  case  of  being  recognized,  he 
has  already  been  recognized,  made  six 
talks  this  morning.  I  make  the  point  of 
order  that  he  Is  out  of  order,  has  been 
recognized  because  he  made  two 
speeches  so  you  could  not  recognize 
him.  That  is  utter  nonsense.  I  never 
heard  of  such  a  thing  in  my  life— there 
Is  no  precedent.  The  Parliamentarian 
referred  to  page  625.  I  have  read  it.  I 
say  he  is  wrong.  I  respect  you,  Madam 
President.  I  know  you  take  that  non- 
sense from  him.  I  am  going  to  appeal 
it,  if  you  please. 

If  a  motion  in  the  n.S.  Senate  is  a 
speech,  if  an  absence  of  a  quorum  is  a 
speech,  if  an  appeal  is  a  speech,  we  are 
in  sad  shape  if  we  are  going  to  take 
the  majority  or  minority  leader  and 
rule  him  out  of  order  because  that  is 
two  speeches.  He  knows  that.  He  has 
been  recognized  for  three  imanimous- 
consent  requests  and  four  others  so  on 
a  point  of  order,  he  was  not  in  order  to 
be  recognized.  Therefore,  he  could  not 
call  for  regular  order  under  that  non- 
sensical ruling. 

I  stUl  have  the  floor.  I  thank  the  dis- 
tinguished chairman. 

The  PRESIDING  OFFICER.  The 
Senator  from  South  Carolina  knows  a 
ruling  of  the  Chair  is  not  debatable. 
An  appeal  of  the  ruling  is  not  debata- 
ble. 

Mr.  METZENBAUM.  Madam  Presi- 
dent, I  suggest  the  absence  of  a 
quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  called 
the  roll,  and  the  following  Senators 
answered  to  their  names: 
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[Quorum  No. 

121 

Evans 

Kassebaum 

Simpson 

Exon 

Kasten 

Stennis 

Ooldwater 

McConnell 

Symms 

HarUn 

Metzenbaum 

Thunnond 

HolUngs 

Pressler 

Mr.  KASTEN.  Madam  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

Mr.  HOLLINGS.  I  object. 

Mr.  METZENBAUM.  I  object. 

The  PRESIDING  OFFICER.  Objec- 
tion is  heard. 

D  1250 

Mr.  KASTEN.  Madam  President.  I 
move  that  the  Sergeant  at  Arms  call  for 
the  return  of  the  absent  Senators. 

Mr.  HOLUNGS.  Madam  President.  I 
object.  A  roUcall  is  in  progress  and  he 
has  not  taken  off  the  quonmi. 


Mr.  METZENBAUM.  Madam  Presi- 
dent, I  invoke  the  two-speech  rule.  I 
invoke  the  two-speech  rule. 

Mr.  HOLLINGS.  That  is  right.  He  is 
out  of  order. 

Mr.  METZENBAUM.  For  that  and 
seven  other  reasons  why  I  object. 

Mr.  KASTEN.  Madam  President,  I 
ask  for  the  yeas  and  nays. 

Mr.  HOLLINGS.  We  are  still  in  a 
quorum  call. 

The  PRESIDING  OFFICER.  The 
quorum  has  been  completed.  The  clerk 
Just  annoimced  a  quorum  is  not 
present. 

l&i.  METZENBAUM.  I  Invoke  the 
two-speech  rule. 

Mr.  KASTEN.  I  ask  for  the  yeas  and 
nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

Mr.  METZENBAUM.  May  we  have  a 
ruling  on  the  two-speech  rule? 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second? 

Mr.  HOLLINGS.  I  raise  a  point  of 
order  that  he  not  be  recognized  be- 
cause this  is  his  seventh  speech. 

The  PRESIDING  OFFICER.  A 
point  of  order  cannot  be  the  absence 
of  a  quorum  and  there  is  not  a  suffi- 
cient second.  The  question  is,  Shall 
the  Sergeant  at  Arms  call  for  the 
return  of  the  absent  Senators?  All 
those  in  favor  say  "aye." 

All  those  opposed. 

The  ayes  appear  to  have  it. 

Mr.  METZENBAUM.  The  what? 

The  PRESIDING  OFFICER.  The 
ayes  appear  to  have  it. 

Mr.  METZENBAUM.  Madam  Presi- 
dent, there  was  1  yea  and  1  nay. 

Mr.  KASTEN.  I  ask  for  a  division. 

The  PRESIDING  OFFICER.  Those 
in  favor  stand  and  be  counted. 

Mr.  METZENBAUM.  Madam  Presi- 
dent, I  ask  for  a  rollcall.  I  ask  for  the 
yeas  and  nays. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Alabama  [Mr.  Denton], 
the  Senator  from  Utah  [Mr.  Garn], 
the  Senator  from  Arizona  [Mr.  Gold- 
water],  the  Senator  from  Maryland 
[Mr.  Mathias],  and  the  Senator  from 
Vermont  [Mr.  Stafford]  are  necessari- 
ly absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  New  York  [Mr. 
Moynihan]  is  necessarily  absent. 

I  also  annoimce  that  the  Senator 
from  Arkansas  [Mr.  Pryor]  is  absent 
because  of  illness  in  the  family. 

The  result  was  announced— yeas  87, 
nays  6,  as  follows: 


[RoUcaU  Vote  No.  293  Leg.] 
YEAS-87 


Abdnor 

Ford 

Andrews 

Glenn 

MatUiwly 

Armstrong 

Gore 

Mcaure 

Baucus 

Gorton 

McConneU 

Bentsen 

Gramm 

Melcher 

Biden 

Grassley 

Metsenbaum 

HarUn 

MitcheU 

Boren 

Hart 

MurkowsU 

Boschwltz 

Hatch 

Nunn 

BTMlley 

Hatfield 

Packwood 

BroyhUI 

Hawkins 

PeU 

Bumpers 

Hecht 

Pressler 

Burdick 

Henin 

Riegle 

Byrd 

Heln* 

RockefeUer 

Chafee 

Helmis 

Roth 

Chiles 

HoUings 

Cochran 

Humphrey 

Sarbanes 

Cohen 

Inouye 

Sasser 

Cranston 

Johnston 

Simon 

Danforth 

Kassebaum 

Simpson 

DeConcini 

Kasten 

Specter 

Dixon 

Kennedy 

Stennis 

Dodd 

Kerry 

Stevens 

Dole 

Lautenberg 

Symms 

Domenici 

Laxalt 

Thurmond 

Durenberger 

Leahy 

Trible 

Eagleton 

Levin 

Warner 

Evans 

Long 

Wilson 

Exon 

Lugar 

NAYS-« 

Zorinsky 

DAmato 

Proxmlre 

WaUop 

NicUes 

Quayle 

Welcker 

NOT  VOTING- 

-7 

Denton 

Mathias 

Stafford 

Gam 

Moynihan 

Goldwater 

Pryor 

So  the  motion  was  agreed  to. 

D  1320 

The  PRESIDING  OFFICER.  With 
the  addition  of  Senators  voting  who 
did  not  answer  the  quorum  call,  a 
quorum  is  now  present. 

Mr.  BYRD  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Democratic  leader. 

Mr.  BYRD.  Mr.  President.  I  am  al- 
lowed 1  hour— or  2  or  3  if  yielded  to 
me,  is  that  correct? 

The  PRESIDING  OFFICER.  That  is 
correct. 

Mr.  BYRD.  I  understand  that  some 
problem  has  risen  with  respect  to  the 
rule  XIX,  involving  two  speeches  in 
the  same  legislative  day  on  the  same 
subject,  the  contention  being  that 
Senator  Rollings,  on  the  suggestion 
of  the  absence  of  a  quorum,  was  being 
charged  with  one  of  his  two  speeches 
to  which  he  is  entitled  imder  the  rule. 

I  was  not  on  the  floor  at  the  time.  I 
have  asked  for  a  transcript,  and  it  is 
quite  lengthy,  as  I  see  here.  I  would 
like  to  have  an  opportunity  to  read 
this  transcript,  and  I  shall  shortly 
complete  my  one  speech  on  the  same 
subject  during  the  same  legislative 
day. 

But,  before  I  do  so,  I  shall  record  the 
pertinent  provisions  of  rule  XIX: 

*  *  *  and  no  Senator  shall  speak  more 
than  twice  upon  any  one  question  in  debate 
on  the  same  legislative  day  without  leave  of 
the  Senate,  which  shall  be  determined  with- 
out debate. 

Mr.  President,  if  I  am  correct  in  the 
understanding  that  Mr.  Hollincs  got 
recognition,  suggested  the  absence  of  a 
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quorum,  and  that  that  action  on  his 
part  constituted  a  speech.  I  would  ask 
the  Chair  if  I  am  correct  in  that  the 
Chair  has  rendered  such  an  opinion. 

The  PRESIDING  OFFICER.  It  is 
the  interpretation  of  the  Parliamen- 
tarian that  any  recognition  is  consid- 
ered in  this  context  as  a  speech  and.  of 
course,  the  reading  of  the  transcript 
would  give  full  evidence  of  the  exact 
request  of  the  Senator  from  South 
Carolina. 

Mr.  BYRD.  I  will  read  the  transcript 
In  a  moment  to  ascertain  in  facts  in 
that  regard. 

But  we  are  told  by  the  Chair,  upon 
the  advice  of  the  Parliamentarian, 
that  any  recognition  for  any  purpose 
when  the  Senate  is  proceeding  under 
the  cloture  rule,  the  Senate  having 
voted  cloture,  that  such  recognition 
constitutes  a  speech;  am  I  correct? 

The  PRESIDING  OFFICER.  That  is 
correct. 

Mr.  BYRD.  If  I  might  ask  the  Chair 
to  inquire  of  the  Parliamentarian: 
What  is  the  basis  for  the  Parliamen- 
tarian's recommendation  or  advice  on 
that  point?  

The  PRESIDING  OFFICER.  The 
precedent  is  set  by  the  debate  on  June 
12.  1935.  During  consideration  of  an 
amendment  from  the  House,  the  Presi- 
dent pro  tempore,  in  reply  to  a  parlia- 
mentary inquiry  by  Mr.  Huey  P.  Long, 
from  Louisiana,  held  that  he  would 
lose  the  floor  if  he  made  a  motion  for 
a  recess.  In  reply,  then,  to  a  parlia- 
mentary inquiry  of  Mr.  Pat  McCarran. 
of  Nevada,  if  any  other  Member  than 
the  Senator  who  occupied  the  floor 
could  move  a  recess  without  the  other 
Senator  losing  the  floor,  the  President 
pro  tempore  said: 

IX  there  is  any  business  intervening,  then 
the  Senator  is  construed  as  starting  another 
speech.  If  any  business  intervenes  and  the 
Senator  allows  it  to  intervene,  having  the 
power  to  prevent  the  intervention  of  any 
business,  then  if  he  is  recognized  it  will  be 
regarded  as  the  beginning  of  a  second 
speech. 

And  then,  in  reply  to  a  parliamenta- 
ry inquiry  by  Mr.  Alben  Barkley,  of 
Kentucky,  the  President  pro  tempore 
held  that  where  a  Senator  yielded  to 
another  Senator  to  make  a  motion  to 
recess  or  adjourn  or  for  any  other 
motion,  that  constituted  business,  and 

if  such  Senator  was  again  recognized. 

it  would  be  for  a  second  speech. 

D  1330 

There  is  more  to  that  precedent  that 
I  can  share  with  the  Democratic 
leader. 

Mr.  BYRD.  I  thank  the  Chair. 

Would  the  Chair,  with  the  advice  of 
the  Parliamentarian,  Indicate  where  in 
the  footnotes  that  such  precedent  is 
referred  to? 

The  PRESIDING  OFFICER.  It  Is  on 
page  626  of  Senate  Procedure,  foot- 
note No.  487. 

Mr.  BYRD.  I  thank  the  Chair. 


Mr.  President,  if  Senators  will  pay 
close  attention,  the  Senate  will  be 
called  upon  to  make  a  decision  on  this 
point.  It  is  going  to  be  a  serious  im- 
pairment to  any  leader,  whether  ma- 
jority or  minority,  if  this  ruling  which 
has  been  taken  as  stated  by  the  Chair, 
with  the  advice  of  the  Parliamentari- 
an, Is  allowed  to  stand. 

Let  me  just  say  that  I  have  been 
studying  these  rules  for  20  years  and 
have  been  a  constant  companion  on 
the  floor  pretty  much  of  that  time  and 
have  probably  been  instrumental  in  es- 
tablishing more  pecedents  than  any 
other  Senator  before  my  time  or 
during  my  time. 

Let  me  hastily  say  that  I  can  be 
wrong,  arid  I  am  the  first  to  recognize 
that  I  have  been  wrong  on  some  occa- 
sions, have  been  shown  to  be  wrong, 
and  have  admitted  that  I  have  been 
wrong. 

But  let  us  proceed  now  in  connection 
with  this  matter. 

All  Senators  have  the  book  titled 
Senate  Procedure.  It  may  be  in  their 
desks  or  may  be  in  their  offices. 
Let  me  read  to  Senators  therefrom. 
The  Chair  has  cited  a  so-called 
precedent  on  page  626  of  the  book  on 
Senate  Procedure.  We  find  a  footnote. 
487.  "See  June  12.  1935."  the  74th 
Congress.  1st  Session.  Record  pages 
4495.  4496. 

If  each  Senator  will  also  look  at  the 
preface  in  this  book,  which  is  on  page 
small  Roman  numerals  xi,  I  will  read 
this  paragraph. 

It  will  be  observed  that  the  footnotes 
divide  themselves  into  two  classes:  those 
without,  and  those  with  the  word  "See"  and 
"See  also."  Those  without 

Meaning  those  without  the  word 
"See"  or  "See  also," 

are  rulings  by  the  Presiding  Officer  or  de- 
cisions by  the  Senate. 

Those  are  precedents.  Whether  they 
are  "rulings"  by  the  Presiding  Officer 
or  "decisions"  by  the  Senate,  that  is 
what  we  mean  when  we  refer  to  a 
"precedent."  The  Senate  guards  zeal- 
ously its  rules  and  precedents  because, 
like  the  common  law  of  England 
which  is  based  on  precedents  from 
time  immemorial  rules  and  precedents 
are  what  we  depend  on  here  in  this 
body,  in  addition  to  the  unwritten 
rules  of  courtesy,  comity,  and  mutual 
respect. 
Reading  further: 

Those  with  "See"  are  responses  by  the 
Chair  to  parliamentary  inquiries  in  cases 
where  the  opinions  expressed  are  in  keeping 
with  the  practices  of  the  Senate,  even 
though  in  such  cases  an  appeal  from  an 
opinion  expressed  by  the  Presiding  Officer 
in  reply  to  a  parliamentary  inquiry  is  not  in 
order. 

Where  the  Chair,  therefore,  ex- 
presses an  opinion  in  response  to  a 
parliamentary  inquiry,  that  opinion  is 
not  a  precedent  and.  therefore,  not 
subject  to  appeal.  The  Chair  expressed 
opinions  in  only  the  footnote  cited. 


The  footnote  cited  says  "See",  and 
"See"  is  in  italics  which  means  that  it 
was  a  response  by  the  Chair  to  a  par- 
liamentary inquiry. 

A  response  by  the  Chair  to  a  parlia- 
mentary inquiry  is  not  a  precedent.  I 
have  already  indicated  that  a  prece- 
dent is  a  "decision",  by  the  Senate  or  a 
"ruling"  by  the  Chair.  The  Chair  rules 
on  a  question  of  order. 

If  the  Chair's  ruling  is  not  contested 
by  the  Senate,  the  ruling  stands  as  a 
precedent  of  the  Senate.  If  the  ruling 
is  appealed,  the  Senate  decides.  What- 
ever the  Senate  decides,  whether  it  Is 
in  support  of  the  Chair  or  opposes  the 
Chair,  that  is  a  precedent  of  the 
Senate.  A  decision  by  the  Senate  is  the 
stronger  of  the  two  precedents. 

A  ruling  by  the  Chair,  uncontested 
by  the  Senate,  is  a  precedent,  but  not 
as  strong  a  precedent  as  a  decision  by 
the  Senate. 

But  in  this  footnote,  we  are  being  re- 
ferred to  responses  by  the  Chair  in 
answer  to  a  parliamentary  inquiry. 

The  Presiding  Officer  has  already 
read  the  responses.  The  Chair  was  not 
asked  to  rule.  A  Senator  simply  arose 
and  asked  a  parliamentary  inquiry. 
The  Chair  responded  that  it  was  the 
Chair's  opinion,  thus  and  so.  It  may  be 
the  Chair's  opinion  based  on  a  past 
precedent  set  by  the  Senate,  but  if 
there  is  such  a  precedent  established 
by  a  Senate  decision  or  a  ruling  by  the 
Chair  that  would  back  up  the  Chair's 
opinion,  it  ought  to  be  in  the  footnote 
also  and  we  ought  to  see  what  it  is.  but 
none  is  indicated. 

So  the  Chair's  ruling  today  is  not 
based  on  precedent.  It  is  against  all 
commonsense.  it  seems  to  me;  it  is 
against  logic,  to  maintain  that  simply 
because  a  Senator  rises  and  suggests 
the  absence  of  a  quorum,  that  that  in 
itself  constitutes  a  speech. 

If  this  is  going  to  be  the  rule  here, 
then  the  distinguished  majority 
leader,  if  he  wishes  to  put  in  a  quorum 
call,  that  is  going  to  constitute  a 
speech. 

Well,  he  will  be  allowed  to  do  that 
twice.  Then,  of  course,  when  he  has 
done  that  twice,  the  leader  is  going  to 
be  confronted  with  having  spoken 
twice  already  on  the  same  legislative 
day,  and  without  the  consent  of  the 
Senate,  he  cannot  proceed.  We  all 
know  that  is  impractical,  it  is  implausi- 
ble, it  is  illogical,  it  does  not  make 
sense.  I  think  it  would  be  a  very  seri- 
ous thing  if  the  Senate  were  to  allow 
this  matter  to  stand  that,  on  the  basis 
of  the  Senator  from  South  Carolina's 
having  arisen,  having  addressed  the 
Chair,  having  gotten  recognition, 
having  suggested  the  absence  of  a 
quorum,  that  constitutes  a  speech 
within  the  two-speech  rule. 

D  1340 
I  hope  the  Senate  will  not  allow  that 
ruling,  if  the  ruling  has  indeed  been 
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made,  to  stand  unchallenged.  I  hope 
the  Senate  will  not  allow  that  to 
become  a  precedent. 

Any  Senator  has  the  right  to— does  a 
Senator  have  to  be  recognized  to  ask 
for  the  yeas  and  nays,  I  ask  the  Chair? 

The  PRESroiNG  OFFICER.  It  is  so 
that  a  Senator  would  have  to  be  recog- 
nized to  ask  for  the  yeas  and  nays. 

Mr.  BYRD.  I  thank  the  Chair. 

The  Constitution  gives  any  Senator 
the  right  to  ask  for  the  yeas  and  nays 
on  any  question  and  he  is  entitled  to 
have  the  yeas  and  nays  if  one-fifth  of 
those  Senators  present  signify  that 
they  support  that  call  for  the  yeas  and 
nays.  But  if  he  does  that,  under 
today's  ruling,  that  Is  one  speech.  If 
he  asks  for  the  yeas  and  nays  twice,  he 
has  made  his  two  speeches. 

Is  that  logical?  Does  that  make 
sense,  that  a  Senator  who  asks  for  the 
yeas  and  nays  on  a  given  matter,  to 
which  he  is  entitled  if  supported  by 
one-fifth  of  Senators  present,  under 
the  Constitution  of  the  United 
States— which  is  on  a  much  higher 
plane  than  the  rules  of  the  Senate  or 
the  precedents  of  the  Senate— then,  is 
he  going  to  render  himself  further 
speechless  on  a  matter  that  may  be  vi- 
tally important  to  his  State?  No  State 
shall  be  deprived  of  equal  representa- 
tion in  the  Senate  without  its  own  con- 
sent. Is  he,  by  virtue  of  the  fact  that 
he  asked  for  the  yeas  and  nays  twice 
unable  to  speak  on  a  matter  vital  to 
his  State,  thus  denying  representation 
for  his  State? 

The  majority  leader  may  say,  "I 
move  that  the  Sergeant  at  Arms  be  in- 
structed to  request  the  attendance  of 
absent  Senators."  The  majority  leader 
may  then  say,  "I  ask  for  the  yeas  and 
nays."  He  has  made  two  speeches?  Is 
that  what  we  are  being  told? 

Mr.  HART.  Will  the  Senator  yield 
for  a  question? 

Mr.  BYRD.  Yes,  I  am  happy  to  yield. 

Mr.  HART.  Is  it  the  contention  of 
the  Senator  from  West  Virginia  that 
the  precedent  cited  by  the  Chair  is  in- 
correct or  that  the  interpretation 
placed  upon  that  precedent  by  the 
Chair  is  incorrect? 

Mr.  BYRD.  I  am  saying  that.  No.  1, 
it  is  not  a  precedent. 

The  Chair  is  referring  not  to  prece- 
dents. The  Chair  is  referring,  rather, 
to  an  opinion  expressed  by  a  previous 
Chair  in  response  to  a  parliamentary 
inquiry.  That  is  not  a  precedent.  I  am 
saying,  furthermore,  that  the  interpre- 
tation based  upon  the  nonprecedent  is 
incorrect,  and  illogical. 

I  shall  read  this  paragraph  on  page 
626  which  the  Chair  has  cited: 

If  a  Senator  in  possession  of  the  floor 
yields  to  another  Senator  to  make  a  motion 
to  recess  or  makes  such  a  motion  himself  he 
would  lose  the  floor,  and  would  have  no 
prior  right  to  recognition,  and  if  recognized 
again,  it  would  be  his  second  speech. 

If  Senator  Hollings  had  had  the 
floor  and  had  spoken,  let  us  say,  for  2 


minutes,  3  minutes,  10  minutes  or  15 
minutes— whatever  it  was— and  he 
yields  to  another  Senator  to  make  a 
motion  to  recess,  or  makes  the  motion 
himself,  he  would  indeed  lose  the 
floor,  and  he  would  have  Indeed  made 
a  speech,  but  the  motion  to  recess, 
standing  alone,  would  not,  in  and  only 
of  itself,  constitute  a  speech.  If  he  has 
the  floor  and  speaks  for  an  hour  and  a 
half  and  then  puts  in  a  quorum,  of 
course,  he  has  made  a  speech. 

Or  he  speaks  for  20  minutes  and 
yields  to  me  on  another  matter  and  I 
put  in  a  quonmi  call,  of  course  he  has 
made  a  speech.  No  one  would  argue 
that  he  has  not  done  so. 

But  for  the  Senator  simply  to  stand 
and  say,  "Mr.  President.  I  ask  for  the 
yeas  and  nays  on  this  question,"  who 
in  the  name  of  common  sense  would 
maintain  that  that  request  for  the 
yeas  and  nays— which  he  has  a  right 
to  make  under  the  Constitution  of  the 
United  States,  the  organic  law  which 
created  this  Senate— constitutes  a 
speech? 

I  hope  the  Senators  will  think  about 
this  carefully,  because 

Mr.  METZENBAUM.  WUl  the  mi- 
nority leader  yield  for  a  question? 

Mr.  BYRD.  Mr.  President,  I  do  not 
have  to  ask  unanimous  consent  to 
yield  to  the  distinguished  Senator  if 
he  is  going  to  ask  a  question.  I  have 
not  taken  my  hour. 

The  PRESIDING  OFFICER.  There 
will  be  no  objection. 

Mr.  METZENBAUM.  If  we  follow 
this  procedure,  that  any  kind  of  recog- 
nition is  tantamount  to  a  speech,  is  it 
not  the  fact  that  the  majority  leader, 
as  well  as  the  minority  leader,  in  their 
responsibilities  are  called  upon  day  in 
and  day  out  to  seek  recognition  not 
only  2  times  but  22  times  in  connec- 
tion with  a  matter?  And  that  any  Sen- 
ator seeing  fit  to  do  so  could  totally  tie 
the  Senate  up  in  knots  and  tie  up  the 
leadership,  preclude  them  from  ac- 
cepting their  responsibilities?  Does  not 
the  minority  leader  believe  that  would 
be  the  case? 

Mr.  BYRD.  Mr.  President,  there  is 
no  question  in  my  mind  that  this 
ruling  would  be  a  ball  and  chain 
around  both  hands  and  both  feet  of 
any  leader,  in  addition  to  having  a  gag 
thrust  in  his  throat.  No  leader  could 
lead  the  Senate  if  this  ruling  is  going 
to  stand.  If  what  is  being  maintained 
by  the  Chair,  and  I  say  this  with  all 
respect  to  the  Chair— and  the  distin- 
guished Senator  in  the  Chair  at  the 
moment  is  there  by  reason  of  having 
answered  the  call  to  preside.  I  answer 
by  simply  saying,  yes,  that  would  be  a 
serious  impairment  to  the  leaders  and 
to  managers  of  bills,  and  to  any  Sena- 
tor who  wishes  to  offer  an  amendment 
and  is  required  repeatedly  to  explain 
or  defend  his  amendment. 
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Mr.  METZENBAUM.  Another  ques- 
tion I  would  then  pose  to  the  minority 
leader  is,  so  far  as  the  Chair's  ruling  as 
based  upon  the  Parliamentarian's 
advice  would  put  the  Senate  in  a  very 
tight  bind  and  one  that  I  believe 
would  totally  frustrate  the  abUity  to 
run  this  body  in  an  orderly  fashion, 
does  the  minority  leader  have  an  opin- 
ion as  to  how  the  Senate  might  act  in 
order  to  make  it  clear  that  recognition 
for  the  yeas  and  nays,  or  for  a  quorum 
call,  or  for  any  one  of  number  of  other 
issues,  might  be  resolved  and  make  it 
clear  that  that  is  not  the  position  of 
this  body?  I  am  wondering  if  the  mi- 
nority leader,  who  is  unquestionably 
the  most  renowned  authority  on  the 
Senate  rules  we  have  in  this  body, 
could  suggest  how  we  might  clarify 
the  situation? 

Mr.  BYRD.  Yes.  by  appealing  the 
Chair's  ruling.  In  a  few  minutes  I  am 
going  to  suggest  the  absense  of  a 
quorum  so  that  I  can  read  the  tran- 
script. I  want  to  see  what  the  facts  are. 
I  was  not  on  the  floor  when  the  situa- 
tion developed.  I  want  to  see  if  the  dis- 
tinguished Senator  from  South  Caroli- 
na was  indeed  malting  a  speech.  He 
has  indicated  he  was  not.  I  will  take 
his  word  for  it.  But  the  transcript  I 
want  to  read.  Was  he  indeed  making  a 
speech,  after  which  he  put  in  a 
quorum.  That  is  one"^thing.  But  he 
says  he  was  not  making  a  speech.  He 
got  recognition  and  suggested  the  ab- 
sence of  a  quonmi  and  then  at  a  later 
time  he  was  speaking  and  someone  in 
the  middle  of  the  speech  called  for  the 
regular  order.  It  is  appropriate  for  an- 
other Senator  to  ask  for  the  regular 
order  even  in  the  middle  of  a  Senators' 
speech.  If  then  he  is  charged  wU,h 
having  made  a  second  speech  and 
therefore  he  cannot  proceed  because 
the  Chair  rules  that  he  has  already 
made  two  speeches,  why  then,  I  want 
to  see  by  the  transcript  just  what  it 
yizs  all  about. 

But  it  will  have  to  be  challenged  if  it 
is  the  ruling  by  the  Chair  that  the 
Senators'  call  for  a  quorum,  in  and  of 
itself  and  standing  alone  constituted  a 
speech.  That  caimot  be  allowed  to 
remain  unchallenged. 

Mr.  METZENBAUM.  I  thank  the 
minority  leader.  As  a  matter  of  fact, 
when  the  Senator  from  South  Caroli- 
na was  involved  in  this  issue,  the  Sena- 
tor from  Ohio  suggested  the  absence 
of  a  quorum  and  then  learned,  to  my 
total  surprise  after  inquiry  of  the  Par- 
liamentarian, that  that  constituted 
one  speech.  And  I  am  frank  to  say 
that  I  have  been  on  this  floor  for  a 
number  of  years  and  involved  in  a 
number  of  parliamentary  debates  and 
issues  and,  to  the  best  of  my  recollec- 
tion, I  have  never  heard  of  a  niling 
that  suggesting  the  absence  of  a 
quonmi,  or  asking  for  the  yeas  and 
nays,  or  any  one  of  a  number  of  other 
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Itenu  that  call  for  recognition  but  do 
not  involve  a  si>eech  are  considered  to 
be  a  speech  within  the  Interpretation 
of  the  two-speech  rule. 

Would  the  minority  leader  care  to 
clarify  my  thinking  on  that  subject 
and  am  I  wrong  that  that  has  been  the 
general  interpretation  in  the  past?  At 
least  the  issue  has  never  been  raised  to 
my  recollection. 

Mr.  BYRD.  I  regret  to  say  I  was  dis- 
tracted bymy  own  thoughts. 

Mr.  METZENBAUM.  I  understand. 

Mr.  BYRD.  I  beg  the  Senator's 
pardon.  Here  is  what  I  was  thinking. 
Here  is  what  ran  through  my  mind.  A 
Senator  asks  for  the  yeas  and  nays. 
That  is  one  speech.  The  Chair  says, 
"Is  there  a  sufficient  second?  There  is 
not  a  sufficient  second."  Then  the 
same  Senator  says,  "I  suggest  the  ab- 
sence of  a  quonmi."  He  wants  to  get  a 
quorum  here  so  he  can  get  his  yeas 
and  nays.  Well,  he  has  made  two 
speeches.  He  made  two  speeches.  In 
suggesting  the  absence  of  a  quonmi, 
he  has  made  a  speech. 

Mr.  METZENBAUM.  Right. 

Mr.  BYRD.  The  Chair  says.  "Is 
there  a  sufficient  second?"  He  looks 
around.  Only  one  hand  goes  up.  The 
Chair  says.  "There  is  not  a  sufficient 
second."  The  same  Senator,  deter- 
mined to  get  a  rollcall  on  the  ques- 
tion—and it  is  a  vital  question,  per- 
haps vital  to  the  Nation,  vital  to  his 
State  or  whatever— says,  "I  suggest 
the  absence  of  a  quorum."  He  is  out  of 
the  ball  game  for  the  rest  of 

Mr.  METZENBAUM.  He  cannot  ask 
for  it  the  next  time. 

Mr.  BYRD.  He  is  out  of  the  ball 
game  for  the  rest  of  the  legislative  day 
on  that  question.  He  caimot  then  get 
up  and  express  the  views  of  his  con- 
stituents, not  once.  He  has  already  run 
out  his  time  by  asking  for  the  yeas  and 
nays,  and  that  demand  not  having 
been  supported  by  an  adequate  show 
of  seconds,  he  suggests  the  absence  of 
a  quonmi.  he  has  had  it  for  the  day- 
go  home. 

B«r.  DODD.  WUl  the  Senator  yield? 

Mr.  DeCONCINI.  Will  the  Senator 
yield  for  a  further  question? 

Mr.  METZENBAUM.  As  a  matter  of 
fact,  is  it  not  the  case  that  he  could 
not  ask  for  the  yeas  and  nays  the 
second  time  because  he  has  already 
used  up  his  right  to  recognition  twice? 

Mr.  BYRD.  Of  course.  Of  course  he 
has. 

Mr.  DODD.  If  the  leader  will  yield 
for  a  question,  presumably  he  would 
have  made  a  speech  on  the  matter 
that  was  before  the  Senate. 

If  he  had  then  asked  for  the  yeas 
and  nays  and  only  one  Senator  raised 
his  hand,  then  proceeded  to  make  a 
point  of  order  that  a  quorum  was 
present,  another  Senator  could  call  for 
regular  order  and  he  could  not  even 
make  the  point  of  order  because  the 
point  of  order  would  be  a  second 
speech,  a  third  speech. 


Let  me  Just  try  to  explain  that 
again.  Assuming  there  was  a  matter 
before  the  Senate.  The  Senator  gives  a 
speech  on  it.  The  Senator  from  West 
Virginia  has  a  very  important  matter 
affecting  his  State.  He  has  given  an 
hour-long  speech  on  the  matter.  No 
one  else  wishes  to  speak  on  the  matter 
and  so  the  Senator  from  West  Virginia 
says  he  would  like  to  have  the  yeas 
and  nays  on  the  amendment.  He  asks 
for  the  yeas  and  nays.  Only  one  Sena- 
tor raises  his  hand.  The  Chair  says 
there  is  an  insufficient  second.  At  that 
point  the  Senator  from  West  Virginia 
says.  "Well,  I  would  make  a  point  of 
order  that  a  quorum  is  not  present." 

Mr.  BYRD.  Yes. 

Mr.  DODD.  Having  a  speech,  having 
asked  for  the  yeas  and  nays,  he  would 
be  out  of  order  even  making  the  point 
of  order  that  a  quonmi  was  not 
present.  Is  that  correct? 

Mr.  BYRD.  No.  No.  I  would  not 
agree  with  that.  He  makes  the  speech 
and  then  asks  for  the  yeas  and  nays. 
That  is  not  two  speeches.  He  has  the 
floor.  He  has  recognition  already.  He 
speaks  and.  in  closing  says.  "I  ask  for 
the  yeas  and  nays."  That  is  only  one 
speech.  The  Chair  says  that  recogni- 
tion—recognition—for any  purpose- 
the  Senator  already  has  recognition.  I 
am  standing  here  speaking.  In  closing 
my  speech,  and  before  yielding  the 
floor,  if  I  would  say.  "Mr.  President.  I 
ask  for  the  yeas  and  nays,"  I  have  not 
made  two  speeches.  That  is  not  what 
the  Chair  maintained,  because  I  shall 
have  hsul  recognition  already  for  a 
true  speech.  I  do  not  have  to  seek  rec- 
ognition again  at  the  close  thereof  to 
ask  for  the  yeas  and  nays,  because  I  al- 
ready have  the  floor. 

Mr.  DODD.  If  another  Senator  had 
spoken,  if  the  Senator  from  West  Vir- 
ginia had  given  his  speech  on  the 
matter  and  then  yielded  the  floor,  an- 
other Senator  had  risen  and  addressed 
the  same  matter,  that  concluded  the 
debate;  then  the  Senator  from  West 
Virginia  came  back  at  that  point  and 
asked  for  the  yeas  and  nays,  and  then 
made  the  point  of  order  that  a  quorum 
was  not  present.  Would  that  be  the 
third  speech? 

Mr.  BYRD.  I  am  sorry,  I  am  still 
wrapped  up  in  my  own  thoughts.  The 
question  occurs  to  me— I  beg  the  Sena- 
tor's pardon.  Would  he  ask  that  again. 

Mr.  DODD.  The  Senator  from  West 
Virginia  had  an  amendment  on  the 
floor  and  he  gave  a  speech  about  his 
amendment.  The  Senator  from  North 
Carolina  then  decided  he  wanted  to 
address  the  same  amendment  and  gave 
a  speech  on  the  subject.  The  Senator 
had  yielded  the  floor  at  the  conclusion 
of  his  speech.  Once  the  Senator  from 
South  Carolina  had  finished  his 
speech,  no  one  else  wished  to  address 
the  matter.  At  that  point,  the  Senator 
from  West  Virginia,  since  it  was  his 
amendment  hypothetically,  asked  for 
the  yeas  and  nays  on  his  amendment. 


Now  he  has  given  a  speech  on  the 
amendment. 

Mr.  BYRD.  Yes. 

Mr.  DODD.  He  has  now  had  an  In- 
tervening speaker.  He  has  now  arisen 
and  said,  "I  would  like  the  yeas  and 
nays  on  my  amendment." 

Mr.  BYRD.  Yes. 

Mr.  DODD.  The  Chair  says  there  is 
an  insufficient  second,  at  which  point 
the  Senator  then  comes  back  and  says, 
"I  would  make  a  point  of  order  that  a 
quonun  is  not  present."  What  I  under- 
stand the  Senator,  the  minority  leader 
is  saying  is  that  that  request,  or 
making  a  point  of  order  that  a  quorum 
was  not  present  would  be  a  third 
speech?  That  would  be  the  scenario 
that  I  described. 
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Mr.  BYRD.  I  do  not  know  if  it  would 
ever  get  to  that  point,  because  he  has 
already  nm  his  speech  out.  He  made 
one  speech  on  his  amendment  and 
then  another  Senator  spoke,  and  the 
Senator  asked  for  the  yeas  and  nays. 
That  is  recognition.  That  is  his  second 
speech. 

Let  me  ask  the  Chair:  The  Chair  has 
said.  I  believe,  that  to  get  the  yeas  and 
nays,  the  Senator  has  to  be  recog- 
nized. Am  I  correct? 

The  PRESIDING  OFFICER.  That  is 
correct. 

Mr.  BYRD.  Once  he  asks  for  the 
yeas  and  nays,  if  the  Chair  says  that 
there  is  not  a  sufficient  second,  has 
the  Senator  lost  the  floor  when  he 
asked  for  the  yeas  and  nays  and  there 
is  not  a  sufficient  second  and  the 
Chair  says,  "There  is  not  a  sufficient 
second"?  Has  the  Senator  lost  the 
floor,  and  does  he  have  to  be  recog- 
nized again  to  suggest  the  absence  of  a 
quorum?  

The  PRESIDING  OFFICER.  The 
Senator  has  lost  the  floor  under  those 
circumstances.  That  is  correct. 

Mr.  BYRD.  So  the  point  of  order 
that  a  quonmi  is  not  present  would 
constitute  three  speeches.  He  is 
knocked  out  when  he  made  the 
second.  That  is  what  I  was  trying  to 
say. 

Mr.  DODD.  I  thank  the  Senator. 

Mr.  BYRD.  I  think  the  question  is 
an  incisive  one  and  a  good  one.  be- 
cause what  the  Senator  is  saying  is 
that  he  has  been  recognized  twice  and 
cannot  even  suggest  the  absence  of  a 
quorum. 

Mr.  E>ODD.  That  was  my  question. 

Mr.  BYRD.  That  is  a  good  point.  I 
am  sorry  I  was  a  little  slow. 

Mr.  EXON.  Mr.  President,  wiU  the 
Senator  yield  for  a  question? 

Mr.  BYRD.  I  yield. 

Mr.  EXON.  I  appreciate  the  Demo- 
cratic leader  yielding  for  a  question. 

I  hesitate,  as  a  nonlawyer,  even  to 
speak  on  the  floor  of  the  U.S.  Senate 
on  this  subject,  because  I  do  not  want 
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to  bring  any  commonsense  into  this 
argument  or  discussion.  [Laughter.] 

Mr.  HOLLINGS.  Don't  worry. 

Mr.  EXON.  But.  as  a  nonlawyer,  it 
sounds  to  me  as  though  if  the  niling 
of  the  Parliamentarian,  and  backed  by 
the  Chair,  becomes  the  precedent  that 
we  are  going  to  follow  in  the  future, 
what  we  are  basically  saying  is  that  we 
nonlawyers  are  not  going  to  be  doing 
much  speaking  in  postcloture  situa- 
tions in  the  future  in  the  U.S.  Senate. 

In  asking  my  question  of  the  minori- 
ty leader,  it  appears  to  this  nonlawyer 
that  we  are  wasting  a  great  deal  of 
time  on  a  nonsensical  question  that,  if 
the  Parliamentarian  is  right— and  I  do 
not  know  whether  he  is  right  or 
wrong— must  be  changed  immediately. 

Therefore,  I  think  that  what  tran- 
scends our  discussion  here— and  I 
happen  to  be  on  the  side  of  the  Sena- 
tor from  Wisconsin  on  the  underlying 
debate  that  is  taking  place  here,  and 
not  on  the  side  of  my  great  friend  and 
colleague,  the  Senator  from  South 
Carolina— but  as  long  as  I  have  one 
speech  or  two  speeches  or  have  to 
stand  here  as  long  as  I  can  within  my 
hour,  I  am  going  to  do  everything  I 
can  to  defend  the  right  of  my  friend 
from  South  Carolina  to  at  least  pro- 
ceed under  the  rules  as  is  normally 
presented. 

My  question  is  this:  The  minority 
leader  has  indicated  that  he  was  about 
to  put  in  a  quonmi  call  so  that  he 
would  have  a  chance  to  read  the  tran- 
script, to  determine  whether  or  not, 
imder  the  reasonable  interpretation  of 
the  rule,  the  Senator  from  South 
Carolina  had  offered  two  speeches.  It 
seems  to  me  that  what  we  have 
brought  out  in  the  very  interesting 
discussion,  which  I  have  listened  to 
with  great  interest,  is  that  whether  or 
not  the  Senator  in  this  case  made  two 
speeches,  the  question  before  us— and 
it  is  a  very  vital  one— the  question, 
more  important,  is  whether  the  ruling 
of  the  Parliamentarian,  through  the 
Chair,  in  this  particular  case  is  going 
to  be  the  ruling  from  here  on  out. 

I  cannot  imagine  any  Senator,  re- 
gardless of  how  he  feels  about  this 
issue,  backing  up  the  ruling  of  the 
Parliamentarian,  through  the  Chair, 
in  this  instance. 

I  simply  ask  the  question:  Aside 
from  the  immediate  consideration  of 
whether  the  Senator  from  South 
Carolina  has  given  one,  two,  or  no 
speeches,  how  does  the  minority 
leader  suggest,  with  his  skill  and  ex- 
pertise in  this  area,  that  we  extricate 
ourselves  from  the  position  we  are 
presently  in?  What  suggestion  would 
he  have  in  that  area?  I  think  he  agrees 
with  me  that,  aside  from  the  rights  of 
the  Senator  from  South  Carolina,  the 
overriding  issue  is  going  to  be  the 
rights  of  all  of  us  in  postcloture  situa- 
tions in  the  future.  What  do  we  have 
to  do?  Do  we  overrule  the  Chair,  and  if 
we  do,  would  that  set  the  precedent 


that  would  keep  this  from  happening 
in  the  future? 

Mr.  BYRD.  Mr.  President,  I  shall 
answer  the  question.  It  is  an  incisive 
and  good  question  and  appropriate. 

In  the  first  place,  if  the  facts  are  as 
they  have  been  described  to  me,  then 
the  Senator  from  South  Carolina  has 
been  wrongfully— wrongfully  in  the 
context  of  Senate  rules  and  prece- 
dents—deprived of  his  right  to  speak. 
But,  more  important,  and  I  am  sure 
the  Senator  from  South  Carolina  will 
agree  with  me,  what  we  have  here  is  a 
matter  before  the  Senate  that  involves 
whether  or  not  the  Senator  from 
South  Carolina  will  be  deprived  of  his 
right  to  speak  tomorrow,  or  a  year 
from  now. 

It  involves  the  right  of  every  Sena- 
tor on  this  floor— the  right  of  the  Sen- 
ator from  Nebraska— to  speak  twice,  to 
make  two  real  speeches  in  the  same 
legislative  day,  on  the  same  question, 
once  another  Senator  has  challenged 
his  right,  under  the  circumstances  as 
found  here  today.  That  is  what  is  at 
stake  here. 

As  a  matter  of  fact,  some  people  may 
not  realize  it,  but  this  question  here  is 
more  important  in  the  long  term,  in 
the  overall  future  of  this  unique 
body's  rules  which  give  Senators  the 
right  to  stand  and  speak  as  long  as 
their  feet  will  hold  them— in  the  long 
run  it  is  a  more  far-reaching  question 
than  the  legislative  matter  that  is 
being  debated. 

Mr.  EXON.  How  do  we  get  out  of  it? 

Mr.  BYRD.  How  do  we  get  out  of  it? 
By  appealing  the  ruling.  First  of  all,  I 
said  I  was  not  in  here  when  this  all 
happened. 

I  will  have  to  ask  whether  or  not  the 
Chair  has  actually  ruled.  If  the  Chair 
has  ruled,  then  I  will  appeal  that 
ruling.  If  a  Senator  wants  to  move  to 
table  the  appeal,  he  can  move  to  table 
it,  and  I  will  ask  for  the  yeas  and  nays, 
and  the  Senate  will  decide. 

If  the  Senate  refuses  to  table  my 
appeal,  or  if  the  Senate  sustains  my 
appeal,  then  the  Chair's  ruling  is  over- 
turned, and  we  then  have  a  real  prece- 
dent, not  just  an  opinion  expressed  by 
different  occupants  of  the  chair,  as  re- 
ferred to  in  the  footnote  involving  the 
June  12, 1935,  date. 
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Mr.  HARKIN.  Mr.  President,  will 
the  minority  leader  yield  on  that? 

Mr.  BYRD.  Yes. 

Mr.  HARKIN.  I  am  intrigued  by 
what  the  leader  has  said  earlier  in 
reading  the  preface  to  the  Senate 
rules,  trying  to  understand  the  differ- 
ence between  the  word  "without"  and 
the  words  "see"  and  "see  also."  Then  I 
referred  back  to  page  785  of  the 
Senate  rules  where  it  discusses  a  par- 
liamentary inquiry. 

I  could  direct  the  leader's  attention 
to  page  785. 


Mr.  BYRD.  Yes;  I  am  looking  on 
that  page.  Yes. 

Mr.  HARKIN.  And  where  it  speaks 
of  the  parliamentary  inquiry  on  that 
third  paragraph  from  the  top  it  said: 

Unlike  rulings  of  the  Chair,  the  responses 
to  parliamentary  inquiries  do  not  create 
precedents  for  the  Senate;  if  there  are  a 
series  of  responses  to  parliamentary  inquir- 
ies over  a  long  period  of  time  on  which 
nothing  to  the  contrary  has  occurred,  such 
responses  are  used  as  guidelines  for  deci- 
sions. 

I  emphasize  that— "guidelines  for  de- 
cisions" but  not  rulings. 

The  reason  that  a  response  to  a  parlia- 
mentary inquiry  is  not  considered  as  a 
precedent  is  due  to  the  fact  that  a  Senator 
may  not  take  an  appeal  from  the  Chair  on 
the  response  to  a  parliamentary  inquiry. 

Mr.  BYRD.  That  is  right. 

Mr.  HARKIN.  So  we  had  the  strange 
situation  that  according  to  the  foot- 
notes the  Parliamentarian  has  sug- 
gested to  the  Chair  a  ruling  not  based 
upon  precedents  but  based  upon  a  par- 
liamentary inquiry.  It  could  not  have 
been  a  precedent  because  no  appeal 
could  have  been  taken  from  the  Chair 
on  that. 

So  we  have  the  strange  situation 
here  of  the  Chair  being  advised  by  the 
Parliamentarian  to  make  a  ruling  on 
something  which  could  not  have  ipso 
facto  been  a  precedent  of  the  Senate. 

So  now  how  can  we  appeal  from  a 
ruling  of  the  Chair  which  on  the  face 
of  it  had  to  be  based  upon  an  errone- 
ous interpretation  of  what  was  and 
what  was  not  a  precedent  of  the 
Senate?  It  seems  it  is  almost  like  we 
are  in  a  bit  of  a  grid  lock  here  on  this 
if  in  fact  that  was  the  ruling  of  the 
Chair  because  the  ruling  could  not 
have  been  based  upon  a  precedent  be- 
cause it  could  not  have  been  a  prece- 
dent. 

Mr.  BYRD.  Let  me  say  at  this  point, 
the  Chair  is  called  upon  to  make  a 
ruling,  whether  or  not  there  has  been 
a  precedent  and  I  am  trying  to  answer 
the  Senator's  inquiry. 

If  a  question  of  order  is  raised,  the 
Chair  has  to  make  a  ruling  or  submit 
the  matter  to  the  Senate  for  its  deci- 
sion. If  there  is  no  precedent— as  the 
Senator  states— the  Chair  still  is  re- 
quired to  make  a  ruling  or  submit  the 
question  to  the  Senate. 

Let  us  say  the  Chair  rules.  He  may 
make  his  ruling  on  the  basis  of  opin- 
ions that  have  been  expressed  by  the 
occupants  of  the  chair  in  previous 
years  in  response  to  parliamentary  in- 
quiries. I  am  not  sashing  the  Chair  has 
no  right  to  make  a  ruling  thereon. 
There  may  be  no  precedent.  There 
may  be  no  clear  rule.  Yet,  he  is  re- 
quired either  to  rule  or  to  submit  the 
question  to  the  Senate  for  its  decision. 

In  making  his  ruling,  if  there  is  no 
previous  precedent,  he  may  depend 
upon  previous  responses  to  parliamen- 
tary inquiries,  but  they  are  not  prece- 
dents. 
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The  Chair,  indeed,  is  setting  a  prece- 
dent, launching  out  on  his  own  when 
he  does  that,  and  In  this  instance  it  is 
my  contention  that  the  ruling  not 
only  has  no  basis  in  precedent  but 
that  it  also  is  a  bad  ruling  and  that  it 
will  wreak  havoc  upon  the  delibera- 
tions of  the  Senate  in  the  future  and 
certainly  upon  the  rights  of  Senators 
to  speak  If  It  Is  allowed  to  stand. 

Mr.  HARKIN.  Mr.  President,  if  the 
minority  leader  will  yield  further  on 
that,  I  thank  him  for  that  response. 
That  is  the  response  I  thought  would 
be  elicited  from  my  inquiry.  I  know 
this  Senator  would  have  to  think  long 
and  hard  about  overturning  an  opin- 
ion of  the  Chair  that  was  based  upon 
precedents  because  we  have  to  rely  on 
precedents  if  we  are  going  to  have  or- 
derly running  of  the  Senate.  My  point 
was  this  ruling  is  not  based  upon 
precedents. 

Mr.  BTRD.  No,  it  is  not. 

Mr.  HARKIN.  Not  whatsoever. 

Mr.  BYRD.  None  whatsoever  if 
nothing  more  can  be  shown  than  the 
two  or  more  responses  by  the  Chair 
that  were  made  to  parliamentary  in- 
quiries back  in  1935.  cited  in  the  foot- 
note. 

The  Senator  can  during  any  time 
during  the  day  whether  under  cloture 
or  not,  stand  and  ask  the  Chair,  "Mr. 
President,  a  parliamentary  inquiry." 
The  Chair  will  say  "The  Senator  will 
state  his  parliamentary  inquiry."  And 
the  Senator  will  ask  the  Chair  ques- 
tion. The  Chair  will  render  an  opinion 
in  response. 

That  is  not  a  precedent.  That  is 
merely  an  opinion  of  the  Chair. 

Now.  I  came  into  the  Chamber, 
there  was  a  quorum  call  under  way. 
and  Senator  Hollings  told  me  what 
had  happened. 

Someone  had  called  for  the  regular 
order.  The  Chair  interpreting.  I  will 
say  the  rule— there  is  no  rule— but  the 
Chair  in  response  to  the  call  for  the 
regular  order  took  Mr.  Hollings  off 
his  feet  and  said.  "The  Senator  has  al- 
ready made  his  two  speeches."  I  would 
like  to  know  what  the  Chair  said. 

The  PRESIDING  OFFICER.  The 
Chair  did  rule  under  the  regular  order 
the  Senator  from  South  Carolina  has 
already  delivered  two  speeches  on  the 
same  subject  and  a  third  speech  would 
be  out  of  order. 

Mr.  BYRD.  Mr.  President,  before  I 
appeal  the  ruling  of  the  Chair.  I  yield 
to  the  distinguished  Senator  from 
South  Carolina  for  a  question. 

Mr.  HOLLINGS.  Will  the  distin- 
guished Senator  from  West  Virginia, 
since  I  am  not  allowed  to  talk,  ask 
unanimous  consent  to  include  the  au- 
thority that  the  Parliamentarian 
relies  upon  because,  as  the  book  says, 
it  says  "See"  and  when  you  see  it  that 
means  read  it  and  understand  it  and  if 
you  read  it  and  understand  it  a  fifth 
grader  will  tell  you  this  is  no  author- 
ity, no  precedent,  no  basis  for  the 


point  we  are  talking  about,  absolutely 
none.  He  has  no  precedent;  he  has  no 
authority. 

So  I  would  ask  the  distinguished 
Senator  from  West  Virginia  as  a  per- 
sonal favor  to  me  please  include  by 
unanimous  consent  his  so-called  au- 
thority in  the  Recoro  so  anyone  can 
read  the  full  Record  and  look  at  his 
authority  and  understand  the  nonsen- 
sical nature  of  this  particular  rule. 

Mr.  BYRD.  Mr.  President,  I  will  do 
that  but  at  the  moment  does  the  Sena- 
tor from  Wisconsin  wish  me  to  yield  to 
him? 

Mr.  HASTEN.  No,  I  do  not  wish 
that. 

Mr.  BYRD.  Yes. 

Mr.  President,  I  shall  appeal  the 
ruling  of  the  Chair  just  in  a  moment 
but  before  doing  so  I  shall  ask  unani- 
mous consent,  first  of  all.  so  that  Sen- 
ators in  a  future  day  may  have  the 
whole  matter  before  them,  in  a  future 
day. 

I  ask  unanimous  consent  that  begin- 
ning on  page  624  of  the  book  on 
Senate  Procedure  by  Floyd  M.  Red- 
dick,  the  Parliamentarian  Emeritus, 
copyright  1981,  beginning  on  page  624 
paragraph  titled  "Speeches  Allowed  in 
Same  Legislative  Day"  page  625 
through  page  626  and  down  to  the 
close  of  the  paragraph  on  627  be  print- 
ed in  the  Record. 

There  being  no  objection,  the  mate- 
riel was  ordered  to  be  printed  in  the 
Record,  as  follows: 
Speeches  Aulowed  in  Same  Legislative  Day 

"No  Senator  shall  speak  more  than  twice 
upon  any  one  question  in  debate  on  the 
same  legislative  day  without  leave  of  the 
Senate,  which  shall  be  determined  without 
debate,"*'"  and  "day '  as  used  in  Rule  XIX 
means  a  legislative  day,*"  but  the  rule  is 
not  self  enforcing.*'" 

A  Senator  has  a  right  to  speak  twice  only 
in  the  same  legislative  day  on  the  same 
question,*"  for  example,  on  a  conference 
report,*"  on  a  bill  or  on  any  amendment 
thereto."* 

If  a  Senator  has  spoken  twice  on  an 
amendment  in  the  same  day,  he  is  entitled 
to  make  two  additional  speeches  on  an 
amendment  proposed  to  that  amend- 
ment,*" or  any  different  question  brought 


"°  Rule  XIX.  par.  1;  Nov.  30.  1973.  93-1.  Record, 
pp.  38902-03:  see  May  24.  1978.  95-2.  Record,  p. 
15224:  July  25.  1979.  96-1.  Record,  pp.  20532-33. 

•  '  I  July  8.  1937.  75-1.  Journal,  p.  404;  see  also  Feb. 
28.  1949.  81-1.  Record,  p.  1585:  Jan.  19.  1938.  75-3, 
Record,  pp.  751-52;  May  24.  1978.  95-2,  Record,  p. 
15224. 

"•Jan.  19.  1938.  75-3.  Record,  pp.  752,  753;  Dec. 
27.  1920.  66-3.  Record,  p.  742;  May  21.  1935.  74-1, 
Journal,  p.  365:  Apr.  15.  1940,  76-3.  Record,  pp. 
4486-88:  July  8,  1937.  75-1,  Journal,  p.  403;  Feb.  18, 
1927.  69-2.  Journal,  p.  189:  see  also  Feb.  22,  1923, 
67-4,  Record,  p.  4248;  May  31,  1924,  68-1.  Record,  p. 
10012:  Mar.  2.  1911,  61-3,  Record,  pp.  3900-06:  Mar. 
4,  1960,  86-2.  Record,  pp.  4472-73:  Aug.  31,  1959,  86- 
1,  Record,  p.  17389:  June  20.  1947,  80-1.  Record,  p. 
7426;  June  19,  1948,  80-2,  Record,  p.  9138:  Sept.  20, 
1950.  81-2.  Record,  p.  15184;  Oct.  1,  1940.  76-3, 
Record,  p.  12926;  Sept.  24,  1951,  82-1,  Record,  p. 
11954. 

*"  Feb.  18.  1927,  69-2,  Journal,  p.  189.  Record,  p. 
4148. 

*'*See  Mar.  16,  1954,  83-2.  Record,  pp.  3330-31. 

*<>See  Jan.  24.  1938.  75-3.  Record,  p.  1001. 


before  the  Senate,  as  a  motion  to  recom- 
mlt.*'» 

A  Senator  may  make  two  speeches  upon 
the  same  question  in  the  same  legislative 
day.  and  If  he  yields  for  a  speech  by  another 
Senator  he  will  lose  the  floor  upon  a  point 
of  order  being  made,  and  his  speech  will 
thereby  be  terminated.*" 

Under  Rule  XIX,  a  Senator  is  not  entitled 
to  speak  more  than  twice  in  the  same  legis- 
lative day  on  the  same  question  and  when 
called  to  order  during  his  third  speech  will 
lose  his  right  to  the  floor.*'" 

A  Senator  who  has  spoken  twice  on  the 
same  question  may  be  recognized  to  make  a 
motion,*'*  and  by  leave  of  the  Senate  or  the 
adoption  of  a  motion  to  that  effect,  to  be  de- 
termined without  debate,  a  Senator  may 
sp>eak  more  than  twice  upon  the  same  ques- 
tion on  the  same  legislative  day.**° 

When  a  conference  report  taken  up  on 
motion  is  displaced  by  another  matter  taken 
up  on  motion,  and  such  conference  report  is 
subsequently  taken  up  again,  a  Senator  who 
spoke  on  the  report  when  it  was  first  under 
consideration  will  have  two  speeches  on  the 
report  when  taken  up  the  second  time.**' 

In  one  instance,  in  1948,  when  a  Senator 
made  a  speech  on  an  extraneous  matter 
without  knowledge  that  it  would  be  counted 
as  a  speech  on  the  pending  question,  he  was 
by  unanimous  consent  excused  from  the  op- 
eration of  the  rule.*" 

In  the  event  a  speech  Is  continued  over 
from  one  day  until  the  next  by  unanimous 
consent,  it  counts  as  only  one  speech,  al- 
though the  Senate  recessed  in  the  mean- 
time, since  the  rule  on  recognition  and 
number  of  speeches  may  thus  be  waived.*" 

A  Senator  who  yields  for  a  motion  to 
recess  loses  the  floor,  and  if  he  is  recognized 
on  the  reconvening  of  the  Senate  he  will  be 
making  a  second  speech  on  the  pending 
question.*** 

The  speech  of  a  Senator  who  is  called  to 
order  for  a  violation  of  Rule  XIX,  reflecting 
upon  Senators,  if  he  is  permitted  to  proceed 
in  order,  is  not  terminated.*" 

When  a  bill  or  resolution  is  under  consid- 
eration, a  statement  by  a  Senator  concern- 
ing an  extraneous  matter  will  be  counted  as 
a  speech  by  him  on  the  pending  question.**' 

If  a  Senator  in  possession  of  the  floor 
yields  to  another  Senator  to  make  a  motion 
to  recess  or  makes  such  a  motion  himself  he 
would  lose  the  floor,  and  would  have  no 
prior  right  to  recognition,  and  if  recognized 
again,  it  would  be  his  second  speech.**' 

A  Senator  who  twice  yielded  in  debate  in 
the  same  day  for  motions  to  take  a  recess  is 
not  entitled  to  recognition  again  upon  the 
same  question.***  or  who.  during  a  second 


*'•  Sept.  18.  1914,  63-2,  Record,  p.  15358:  see  May 
24,  1978,  95-2.  Record,  p.  15224. 

•"July  8,  1937,  75-1,  Journal,  p.  403,  Record,  pp. 
6896-97. 

*'•  Dec.  16.  1970,  91-2,  Record,  pp.  41747-49;  May 
3,  1921,  67-1,  Record,  pp.  965-66. 

<"  See  June  20,  1947,  80-1,  Record,  p.  7426. 

*'°  Mar.  4.  1917,  64-2.  Journal,  p.  230,  Record,  p. 
5019;  Rule  XIX.  clause  1. 

"■  Sept.  20,  1950,  81-2,  Record,  p.  15184. 

•"  Mar.  1. 1949, 81-1,  Record,  p.  1658. 

•"July  13,  1949,  81-1,  Record,  p.  9381;  July  13, 
1937.  75-1.  Record,  pp.  7111-12. 

•••  Jan.  24.  1938,  75-3.  Record,  p.  1001. 

•••  See  June  12.  1935,  74-1.  Record,  p.  9170. 

•••See  Mar.  1.  1949,  81-1,  Record,  p.  1658. 

♦•'  See  June  12,  1935,  74-1,  Record,  p.  9127. 

••■  Feb.  23, 1927,  69-2.  Journal,  p.  207,  Record,  pp. 
4495.  4496. 
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speech  on  the  same  day  on  a  question,  yields 
for  a  motion  to  adjourn  loses  the  floor,  and 
cannot  proceed  again  in  the  face  of  objec- 
tion which  may  be  made  after  a  Senator  has 
started  his  third  speech.*** 

A  Senator  who  yields  for  the  purpose  of  a 
quorum  call  has  concluded  one  speech,**<> 
but  if  he  yields  for  a  quorum  call  on  condi- 
tion that  his  right  to  the  floor  will  be  pre- 
served, a  subsequent  point  of  order  that  his 
speech  was  terminated  by  yielding  for  the 
quorum  call  and  that  he  had  made  one 
speech  will  not  lie.**' 

Under  an  agreement  to  speak  only  once  on 
a  bill,  a  Senator  cannot  divide  the  time  so  as 
to  speak  more  than  once;  ***  an  agreement 
to  speak  only  once  on  a  bill,  or  any  amend- 
ment thereto,  would  make  a  second  speech 
of  the  same  question  and  would  not  be  in 
order.**'  but  a  Senator  would  be  entitled  to 
speak  upon  a  new  amendment.*** 

Under  an  agreement  limiting  debate  on 
the  part  of  a  Senator  to  one  speech  of  not 
more  than  20  minutes  on  any  resolution  or 
amendment  thereto,  a  Senator  may  speak 
on  an  amendment  to  an  amendment.**' 

Under  an  agreement  to  speak  once  on  a 
question,  a  Senator  having  the  floor  cannot 
yield  time  to  another  Senator. 

Under  an  agreement  for  a  limitation  of 
debate  to  speak  only  once  on  a  bill,  a  Sena- 
tor who  was  interrupted  at  a  specified  hour 
for  a  joint  meeting  was  permitted  to  proceed 
with  his  remarks  after  reconvening. 

Mr.  BYRD.  Mr.  President,  I  ask 
unanimous  consent  that  paragraph  3 
on  page  626  be  printed  in  the  Record 
together  with  the  footnote  citation. 

There  being  no  objection,  the  para- 
graph was  ordered  to  be  printed  in  the 
Record,  as  follows: 

If  a  Senator  in  possession  of  the  floor 
yields  to  another  Senator  to  make  a  motion 
to  recess  or  makes  such  a  motion  himself  he 
would  lose  the  floor,  and  would  have  no 
prior  right  to  recognition,  and  if  recognized 
again,  it  would  be  his  second  speech.**' 

Mr.  BYRD.  I  ask  unanimous  consent 
to  have  printed  in  the  Record  the 
actual  opinions  expressed  by  the  Chair 
referred  to  in  that  footnote  which  says 
"See  June  12,  1935.  Record  page 
9127." 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

A  Senator,  in  the  course  of  an  address, 
would  lose  the  floor  if  he  made  a  motion  to 
recess,  or  yielded  to  another  Senator  to 
make  such  motion. 

If  a  Senator  is  again  recognized  after 
yielding  for  such  a  motion,  it  would  be  a 
second  speech. 

A  Senator  yielding  for  such  a  purpose 
would  have  no  prior  right  of  recognition. 

On  June  12,  1935  (in  74th  Congress,  1st 
session.  Record  p.  9127).  during  the  consid- 
eration of  an  amendment  of  the  House  of 


«»Sept.  18.  1914.  63-2.  Record,  pp.  15346.  15357. 

""July  13.  1937.  75-1.  Journal,  p.  411,  Record,  p. 
7102;  June  28.  1945.  79-1,  Record,  p.  6890:  see  elIso 
Apr.  12.  1940,  76-3.  Record,  p.  4419:  Apr.  IS.  1940. 
76-3.  Record,  pp.  4487-88. 

<•■  May  9,  1949.  81-1,  Record,  p.  5877. 

«•>  See  Feb.  4,  1944.  78-1,  Record,  p.  1246. 

♦"Jan.  31.  1928,  70-1,  Record,  p.  2239:  Nov.  7. 
1921,  61-7,  Record,  p.  7474:  Dec.  21.  1926,  69-2, 
Record,  p.  843. 

••<  Dec.  21,  1926.  69-2,  Record,  p.  843. 

•"  See  Feb.  26,  1947,  80-1,  Record,  p.  1439. 

•"  See  June  12,  1935.  74-1,  Record,  p.  9127. 


RepresenUtives  to  S.J.  Res.  113,  extending 
certain  provisions  of  the  National  Recovery 
Act.  the  President  pro  tempore  (Mr.  Key 
Pittman,  of  Nevada),  in  reply  to  a  parlia- 
mentary inquiry  by  Mr.  Huey  P.  Long,  of 
Louisiana,  held  that  he  would  lose  the  floor 
if  he  made  a  motion  for  a  recess.  In  reply  to 
a  parliamentary  inquiry  by  Mr.  Pat  McCar- 
ran.  of  Nevada,  if  any  other  Member  than 
the  Senator  who  occupied  the  floor  could 
move  a  recess  without  the  other  Senator 
losing  the  floor,  the  President  pro  tempore 
said: 

If  there  is  any  business  intervening,  then 
the  Senator  is  construed  as  starting  another 
speech.  If  any  business  intervenes  and  the 
Senator  allows  it  to  intervene,  having  the 
power  to  prevent  the  intervention  of  any 
business,  then  if  he  is  recognized  it  will  be 
regarded  as  the  beginning  of  a  second 
speech. 

In  reply  to  a  parliamentary  inquiry  by  Mr. 
Alben  W.  Barkley,  of  Kentucky,  the  Presi- 
dent pro  tempore  held  that  where  a  Senator 
yielded  to  another  Senator  to  make  a 
motion  to  recess  or  adjourn  or  for  any  other 
motion,  that  constituted  business,  and  if 
such  Senator  was  again  recognized,  it  would 
be  for  a  second  speech. 

The  President  pro  tempore  further  held 
that  a  Senator  losing  the  floor  under  such 
circumstances  had  no  prior  right  of  recogni- 
tion upon  the  disposition  of  the  motion,  but 
that  if  he  rose  and  addressed  the  CHiair 
first,  then  It  was  the  duty  of  the  Chair  to 
recognize  him. 
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Mr.  BYRD.  Mr.  President,  I  will  not 
make  my  appeal  at  the  moment  be- 
cause two  Senators  wish  first  to  speak. 
As  I  understand  it,  the  distinguished 
majority  leader  wishes  to  speak  and 
the  distinguished  Senator  from  Wis- 
consin wishes  to  speak. 

I  will  not  at  this  moment  make  my 
appeal.  I  do  not  waive  my  right  to 
make  such  an  appeal  and  will  make 
such  an  appeal. 

I  ask  unanimous  consent  that  I  be 
recognized  for  that  purpose  if  I  so  seek 
recognition  following  the  speeches  by 
Mr.  Dole  and  by  Mr.  Kasten. 

The  PRESIDING  OFFICER.  With- 
out objection. 

Mr.  KASTEN.  Mr.  President,  I  sug- 
gest the  absence  of  a  quonun. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  bill  clerk  pr(x:eeded  to  call  the 
roll. 
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Mr.  KERRY.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Hearing  none,  it  is  so 
ordered. 

The  Senator  from  Massachusetts. 

Mr.  KERRY.  Mr.  President,  I  ask 
unanimous  consent  that  I  be  permit- 
ted to  proceed  as  if  in  morning  busi- 
ness for  a  period  not  to  exceed  10  min- 
utes. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  KERRY.  Mr.  President.  I  ask 
unanimous  consent  that  my  remarks 


appear  at  a  point  other  than  in  the 
proceedings  regarding  the  current 
debate  on  product  liabUity. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

(At  this  point,  Mr.  Kerry  addressed 
the  Senate.  His  remarks  appear  earlier 
in  today's  Record.) 
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The  PRESIDING  OFFICER  (Mr. 
Chafee).  The  majority  leader. 

Mr.  DOLE.  Mr.  President,  I  listened 
with  great  interest  to  most  of  what 
the  distingtiished  minority  leader  had 
to  say  earlier  about  the  two-speech 
rule.  As  I  understand,  he  is  now  fram- 
ing an  appeal  to  the  ruling  of  the 
Chair.  The  Chair  ruled  that  Senator 
Rollings  had  already  spoken  twice  on 
the  same  issue  during  the  same  legisla- 
tive day  and  therefore  caimot  speak 
again  on  the  Product  Liability  Act 
during  this  same  day. 

I  have  visited  at  some  length  with 
the  Parliamentarian,  Mr.  Dove. 

I  must  say  in  reading  the  transcript 
I  could  not  find  anything  but  one 
speech.  But  I  also  have  gone  over  the 
transcript  with  the  Parliamentarian. 

As  I  understand,  it  is  the  Chair's  in- 
terpretation that  there  were  in  fact 
three  speeches,  the  first  of  which  is  on 
page  55  of  the  transcript  that  I  have.  I 
imderstand  some  transcripts  have  dif- 
ferent pages  because  the  reporters 
rotate  and  thereby  a  different 
number. 

The  first  speech  would  be  by  the  dis- 
tinguished Senator  from  South  Caroli- 
na [Mr.  Rollings]  saying: 

Mr.  President,  I  suggest  the  absence  of  a 
quorum. 

The  Presiding  Ofticer.  Business  has  not 
intervened  since  the  last  quorum  call. 
Therefore 

Mr.  HoLLiNGS.  No  business  intervened.  Mr. 
President? 

That  is  interpreted  as  speech  No.  1. 

The  second  speech  of  the  distin- 
guished Senator  from  South  Carolina 
[Mr.  Hollings]: 

Mr.  P*resident.  may  I  inquire  of  the 
Chair— we  have  had  some  talk.  What  consti- 
tutes business? 

Then  a  response  from  the  Presiding 
Officer.  Then  Mr.  Rollings. 

But  not  debate? 

The  Presiding  Officer.  Not  debate.  There 
must  be  action  by  the  Senate  disposing  of 
pending  business  before  another  quorum 
call  is  in  order. 

Mr.  HoixiNGs.  I  appeal  the  ruling  of  the 
Chair  and  ask  for  the  yeas  and  nays. 

And  then  there  is  the  question: 

Is  there  a  sufficient  second? 

Mr.  HoixiNGS.  Mr.  President.  I  suggest  the 
absence  of  a  quorum. 

The  Presiding  Officer.  A  quorum  is  not 
in  order. 

Mr.  Rollings.  Ob.  yes.  Mr.  President;  now 
business  has  occurred. 

That  constitutes  the  second  speech, 
as  I  imderstand  the  Chair  has  indicat- 
ed. 
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Then  the  third  speech,  which  I 
thought  was  the  first  speech,  started 
on  page  68  of  the  transcript  that  I 
have.  It  is  probably  different  in  the 
others. 

In  any  event.  I  guess  the  question  I 
would  have  is,  what  constitutes  a 
speech  and  how,  maybe  perhaps,  we 
would  be  better  able  to  discuss  this 
after  the  distinguished  minority  leader 
has  framed  the  question  in  his  appeal. 
I  do  share  the  view  unless  it  is  clari- 
fied, particularly  the  leaders  would 
have  a  difficult  time  in  trying  to  oper- 
ate the  Senate  if  we  were  to  conclude, 
after  suggesting  the  absence  of  a 
quorum,  or  being  recognized  on  two 
occasions,  that  is  all  we  could  do  or 
nearly  all  we  could  do  for  the  remain- 
der of  the  legislative  day. 

Mr.  President,  I  would  hope  the  dis- 
tinguished minority  leader  might  be 
prepared  to  frame  the  question.  I 
guess  the  only  question  I  would  not 
have  at  this  time  but.  after  the  ques- 
tion is  framed  would  be:  What  would 
be  the  result  if  the  appeal  of  the 
niling  of  the  Chair  is  overruled,  what 
would  be  the  precise  impact  overruling 
of  the  Chair  would  have?  That  will 
depend,  in  part,  on  how  tightly  or  how 
loosely  the  question  is  framed. 

Mr.    HASTEN.    Will    the    majority 
leader  yield? 
Mr.  DOLE.  I  yield  the  floor. 
Mr.  KASTEN  addressed  the  Chair. 
The   PRESIDING    OFFICER.    The 
Senator  from  Wisconsin. 

Mr.  KASTEN.  Mr.  President,  it  is 
important  that  we  maintain  the  two- 
speech  rule.  I  believe,  however,  that 
the  current  interpretation  is  too 
narrow  and  the  procedural  motions 
such  as  asking  for  the  yeas  and  nays, 
calling  for  a  quonun  call,  moving  to  in- 
struct the  Sergeant  at  Arms,  asking 
for  a  division,  making  a  unanimous- 
consent  request  for  a  committee  to 
meet,  as  I  did.  and  I  am  told  that  that 
counted  as  a  speech,  these  kinds  of 
procedural  provisions  ought  not  to  be 
interpreted  as  speeches  under  the  two- 
speech  rule. 

So  because  I  believe  these  procedur- 
al motions  ought  not  to  be  considered 
as  speech,  I  will  vote  with  the  leader- 
ship to  overturn  the  ruling  of  the 
Chair.  However,  it  is  crucial  that  we 
maintain  the  two-speech  rule  and  that 
Senators  be  limited  to  two  speeches  on 
the  same  subject  on  the  same  day.  Our 
challenge,  I  think,  as  the  majority 
leader  said,  is  to  define  a  speech.  I  am 
hopeful  that  we  will  define  a  speech  in 
a  way  that  will  not  be  so  narrow  as  to 
permit  Senators,  particularly  the  lead- 
ership but  all  Senators,  to  be  able  to 
have  their  rights  to  make  procedural 
motions  and  not  have  those  procedur- 
al motions  be  counted  against  them 
with  the  two-speech  riile. 
Mr.  BYRD  addressed  the  Chair. 
The  PRESIDING  OFFICER.  The 
minority  leader. 


Mr.  BYRD.  Does  the  Senator  from 
South  Carolina  wish  to  be  recognized? 

Mr.  HOLLINGS.  Will  they  let  me 
talk?  Yes. 

Mr.  President.  I  ask  unanimous  con- 
sent that  I  be  recognized  for  a  minute 
or  two. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered.  The 
Senator  from  South  Carolina  is  recog- 
nized. 

i&r.  ROLLINGS.  Mr.  President.  I 
only  refer  to  page  51  of  the  transcript 
when  the  Presiding  Officer  asked  did  I 
yield,  and  my  answer  was,  according  to 
the  record: 

No.  I  do  not.  I  would  like  to  make  this 
thought.  I  have  not  spoken  today  on  this 
particular  matter.  I  would  like  to  be  heard 
because  of  certain  misleading  statements. 

I  realized  I  had  not  made  a  talk.  In 
fact,  I  was  waiting  for  other  Senators 
to  talk.  So  it  boiled  down  into  the  fun- 
damental. The  fundamental  is,  shall 
motions,  mere  recognition  and  mo- 
tions, whether  it  is  a  call  to  order, 
whether  it  is  really  technically  a 
motion  to  require  a  quorum,  a  motion 
to  make  a  parliamentary  inquiry, 
whether  any  recognition  for  a  motion 
in  a  parliamentary  body  is  considered 
a  speech. 

Obviously,  it  is  not.  There  is  no 
precedent  whatsoever  to  sustain. 

We  have  asked  the  distinguished  mi- 
nority leader.  The  distinguished  mi- 
nority leader  has  included  those 
things  referred  to  by  the  Parliamen- 
tarian as  his  authority. 

I  would  request  respectfully  of  rrjy 
colleagues  to  look  at  those  so-called 
precedents  or  authorities  and  you  will 
immediately  see  that  they  are  not 
precedents;  they  are  not  authority. 
They  have  to  do  with  rulings  where 
speeches  are  being  made  and  interrup- 
tions are  suffered  or  the  speech  maker 
turns  to  make  a  motion  for  a  recess, 
losing  the  floor,  and  then  constituting 
a  second  speech. 

It  all  relates  to  making  a  speech  but 
not  to  actually  being  recognized  and 
making  a  motion. 

We  could  not  constitute  a  parliamen- 
tary body  if  mere  recognition  consti- 
tuted a  second  speech.  The  distin- 
guished leaders,  not  just  the  managers 
of  the  bill  but  every  day  the  leaders  on 
both  sides  of  the  aisle,  have  the  duty 
of  trying  to  keep  the  flow  of  business 
flowing  and  they  would  talk  several 
times  under  that  strained  ruling. 

This  does  not  refer  just  to  the 
matter  of  postcloture  but  this  refers 
generally  to  the  two-speech  rule.  That 
would  be  a  very,  very  strained  rule  and 
inhibit  any  orderly  proceedings. 

That  never  was  the  rule.  It  is  not  the 
rule.  The  rule  is  very  clear.  It  says  do 
not  make  more  than  two  speeches. 
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Do  not  make  more  than  two  mo- 
tions, do  not  make  more  than  two  in- 
quiries of  the  Chair,  whether  for  a 


quonmi  or  a  parliamentary  ruling. 
This  is  strained  nonsense.  It  has  no 
support  whatsoever  in  any  precedent 
in  any  parliamentary  body. 

Mr.  DOLE.  Mr.  President.  I  just 
want  a  point  of  clarification.  As  I  un- 
derstand it.  the  two-speech  rule  ap- 
plies to  two  speeches  on  the  same 
issue.  If  I  had  10  amendments,  I  could 
make  20  speeches,  is  that  correct? 

The  PRESIDING  OFFICER.  Two 
speeches  on  the  same  question. 

Mr.  DOLE.  So  whatever  the  question 
was,  if  there  were  dozens  of  questions, 
I  could  make  dozens  of  speeches? 

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 

Mr.  DOLE.  I  think  that  is  precisely 
what  the  Senator  from  South  Carolina 
had  in  mind.  It  is  important  that  we 
understand  that,  I  think. 

Mr.  HOLLINGS.  Right. 

Mr.  BYRD.  Mr.  President,  precisely 
what  was  the  Chair's  ruling? 

The  PRESIDING  OFFICER.  The 
Chair  niled  as  follows: 

Under  regular  order,  the  Senator  from 
South  Carolina  has  already  delivered  two 
speeches  on  the  same  subject.  A  thiixl 
speech  would  be  out  of  order. 

Mr.  BYRD.  Mr.  President,  if  that 
constitutes  the  ruling  of  the  Chair, 
then  the  appeal  to  that  ruling— which, 
under  cIotiu*e.  is  not  debatable,  and  to 
which  I  intend  to  speak— this  may  be 
my  second  speech;  it  is,  I  guess.  But  I 
shall  still  have  some  time  tmder  the 
hour,  I  suppose,  and  I  can  get  addi- 
tional time,  maybe.  That  rings  up  an- 
other point.  If  my  hour  runs  out,  that 
is  the  end  of  my  second  speech.  Can 
another  Senator  yield  me  an  addition- 
al hour  under  the  cloture  rule?  I  ask 
the  Chair. 

The  PRESIDING  OFFICER.  An- 
other hour  can  be  yielded  to  the  Sena- 
tor as  leader. 

Mr.  BYRD.  Suppose  at  the  end  of 
my  second  speech,  my  hour  rims  out. 
The  Chair  says  the  time  has  expired.  I 
no  longer  have  recognition,  am  I  cor- 
rect, at  that  point?         

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 

Mr.  BYRD.  Then  Mr.  Dole  very  gra- 
ciously says,  "Well,  I  will  yield  the 
Senator  from  West  Virginia  an  addi- 
tional hour."  But  I  have  already  made 
two  speeches.  What  good  does  it  do  for 
him  to  yield  me  a  second  hour,  or 
third  hour,  to  which  I  am  entitled 
under  rule  XXII  as  a  leader  or  as  a 
manager  or  as  the  ranking  manager? 
Under  this  ruling,  I  am  just  pointing 
out  that  such  a  ruling  in  essence 
would,  to  all  practical  intents  and  pur- 
poses, invalidate  the  provision  under 
rule  XXII  whereby  other  Senators 
may  yield  additional  time  to  the  ma- 
jority leader  or  to  the  minority  leader 
or  to  the  manager  of  the  bill  or  to  the 
ranking  manager.  They  may  yield,  but 
the  recipient  cannot  be  recognized  for 
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what  would  then  constitute  a  third 
speech. 

The  ruling  says: 

Under  regular  order,  the  Senator  from 
South  Carolina  has  already  delivered  two 
speeches  on  the  same  subject.  A  third 
speech  would  be  out  of  order 


had    been    declared    unconstitutional 

when  Franklin  Delano  Roosevelt  was 

President.  My  father  Isnew  the  public 

was    overwhelmingly    disgusted    with 

the  whole  thing  and  he  tried  to  make 

a  revised  National  Recovery  Act.  My 

:: "~~  ~ ''"■'■  father  was  joined  by  a  minority  of  the    recall  that  the  man  who  was  then  mv 

If  we  simply  appeal  that  ruling,  the    Senate-they  were  Democrats,  by  the    faUier's  sLlsUmcleTk   ^  toSv^ 
Senate  would  be  doing  this:  ^vf  ^- J^f  ^  "f  ^ertook  to  speak  against    deSSidTSiSStire  Ls^t^ 

the  National  Recovery  Act.  that  the 


would  lower  his  voice  and  turn  about 
five  pages;  lower  his  voice  and  turn 
about  five  pages,  and  disposed  of  a 
150-page  speech  in  about  5  minutes. 
And  those  who  were  on  my  father's 
side  thought  that  was  not  fair  at  all.  I 


It  would  be  simply  saying  that  the 
Senator  from  South  Carolina  had  not 
delivered  two  speeches  on  the  same 
subject  and  he  will  be  allowed  to  speak 
the  third  time.  That  is  all  we  would 
achieve.  We  would  just  be  saying,  no. 
the  Chair  was  wrong.  Senator  Hol- 
LiNGS  has  not  delivered  two  speeches. 

Second,  the  Senate  would  be  making 
a  very  bad  judgment  in  that  case,  be- 
cause the  Chair  said  a  third  speech 
would  be  out  of  order.  We  all  agree 
that  the  third  speech  is  out  of  order. 
So  if  we  appeal  the  ruling  of  the  Chair 
just  based  on  that  language  alone,  we 
are  saying  the  Chair  is  wrong,  a  third 
speech  would  not  be  out  of  order. 

The  verbiage  of  the  ruling  itself  is 
not  sufficient  alone  for  the  Senate  to 
clarify  this  simple  matter  simply  by 
appealing  the  ruling  of  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator's  1  hour  has  expired. 

Mr.  BYRD.  Mr.  President,  I  ask 
unanimous  consent  that  I  may  speak 
further  in  advance  of  the  appeal 
which  I  shall  make. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Hearing  none,  it  is  so 
ordered. 

Mr.  BYRD.  Mr.  President,  the  Pre- 
siding Officer  said,  reading  from  the 
transcript: 

It  is  the  interpretation  of  the  Parliamen- 
tarian that  any  recognition  is  considered  in 
this  context  as  a  speech  and,  of  course,  the 
reading  of  the  transcript  will  give  full  evi- 
dence of  the  exact  request  of  the  Senator 
from  South  Carolina. 

I  had  asked  the  question  as  to 
whether  or  not.  Mr.  Rollings  having 
gotten  recognition  and  having  suggest- 
ed the  absence  of  a  quorum,  that 
action  on  his  part  in  suggesting  the  ab- 
sence of  a  quorum  constituted  a 
speech.  The  Chair  says: 

It  is  the  interpretation  of  the  Parliamen- 
tarian that  any  recognition  is  considered  in 
this  context  as  a  speech 

We  are  told  by  the  Chair,  upon  the 
advice  of  the  Parliamentarian,  that 
any  recognition  for  any  purpose  when 
the  Senate  is  proceeding  under  cloture 
rules,  the  Senate  having  voted  cloture, 
that  such  recognition  constitutes  a 
speech.  That  is  one  speech. 

Mr.  LONG.  Will  the  Senator  yield? 

Mr.  BYRD.  Yes. 

Mr.  LONG.  I  ask  the  Senator  to 
yield  on  my  time. 

Mr.  President,  the  precedent  to 
which  the  Senator  addresses  himself  is 
the  precedent  made  by  the  father  of 
the  Senator  speaking.  My  father  was 
standing  right  there  at  that  chair.  At 
that  time,  the  National  Recovery  Act 


public  was  disgusted  with  the  whole 
thing,  it  should  be  declared  a  lousy 
idea  and  forgotten  and  dispensed  with. 
But  the  administration  was  trying  to 
save  what  it  could  of  an  act  that  had 
been  declared  unconstitutional  under 
the  Constitution  of  the  United  States 
by  the  Supreme  Court. 

I  recall  my  father  standing  there 
and  going  on  at  great  length  about 
what  fine,  courageous  justices  they 
were,  to  have  the  courage  to  stand  up 
against  a  powerful  President  of  the 
United  States  and  the  rest  of  it.  I  was 
about  15  years  old  at  that  time,  sitting 
right  over  there  on  that  side  of  the 
family  gallery  that  we  are  looking  at 
from  here. 

So.  as  his  speech  went  on  and  on,  he 
suggested  the  absence  of  a  quonmi. 
Now,  prior  to  that  time,  the  record  for 
a  filibuster  was  set  by  Senator  Robert 
La  FoUette  of  Wisconsin.  He  spoke  for 
about  18  hours,  but  he  had  about  a 
dozen  quorum  calls  in  the  course  of  all 
that.  In  the  trsuiition  of  the  La  Fol- 
lette  speech,  the  great  Senator  from 
Wisconsin,  Huey  Long  suggested  the 
absence  of  a  quorum.  So  someone 
made  the  point  of  order  that  by  sug- 
gesting the  absence  of  a  quonmi.  he 
had  terminated  his  first  speech  and 
commenced  a  second  speech. 
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John  Nance  Gamer,  in  loyalty  to 
the  White  House,  sitting  there  in  the 
chair,  proceeded  to  rule  that  that  was 
correct,  and  in  doing  so  he  overruled 
all  the  precedents  prior  to  that  time. 
How  could  Bob  La  FoIIette  get  away 
with  it  a  dozen  times  and  Huey  Long 
not  get  away  with  it  once?  Well,  it  was 
because,  I  assume,  the  powers  that  be 
decided  Huey  Long  should  not  be  ac- 
corded the  same  courtesy  as  accorded 
Bob  La  FoUette  so  such  a  ruling  was 
handed  down,  and  he  proceeded  to  go 
on  from  there  notwithstanding  that 
niling. 

Now,  at  the  conclusion  of  that 
speech,  there  was  a  Senator  from  one 
of  the  other  States— either  Senator 
Gore  or  Senator  Schall— who  was  in 
total  agreement.  There  were  two  blind 
Senators,  it  turned  out  at  that  time, 
both  of  them  strong  supporters  of  my 
father's  position,  so  one  of  these  blind 
men  got  up  and  submitted  a  transcript 
that  would  stand  about  a  foot  just  in 
the  written  pages.  He  sent  it  to  the 
desk  and  asked  under  usual  courtesy 
that  the  speech  might  be  read.  The 
clerk  proceeded  to  rifle  through  that 
speech  about  five  pages  at  a  turn.  He 


his  name  was  Bob  Cliristianberry— was 
outraged  about  that  and  he  said,  "How 
dare  you  do  something  lUie  that?  That 
speech  would  have  taken  at  least  2 
hours  to  read,  maybe  5  hours."  And  I 
recall  one  speaking  from  the  other 
side  said,  "Well.  now.  let  me  ask  you 
fellows  how  long  it  would  have  taken 
that  gentleman  when  you  were  Gover- 
nor?" And  Mr.  Christianberry  said, 
"Well,  we  probably  would  have  gotten 
through  it  in  about  half  that  time." 

But  it  is  best  to  recognize  practicali- 
ty on  occasion.  The  practical  matter 
was  that  rule  was  set.  It  was  some- 
thing of  a  usurpation  at  the  time. 

Now,  to  suggest  that  a  mere  parlia- 
mentary inquiry,  for  example,  woiUd 
be  a  speech,  in  my  judgment  is  an  out- 
rage. At  some  point  we  ought  to  be 
willing  to  be  fair  about  a  matter  like 
this  and  to  recognize  that  a  speech 
means  more  than  just  malung  a  point 
of  order  or  to  ask  a  parliamentary  in- 
quiry or  something  of  that  sort.  Now, 
as  one  who  has  been  in  many  filibus- 
ters in  years  gone  by,  if  it  is  a  crime— 
and  a  filibuster  by  definition  is  an  act 
of  piracy— then  I  would  assume  that 
one  could  have  a  very  tight  rulebook 
on  anyone  who  is  filibustering  in  the 
Senate,  if  that  is  what  it  be.  But  what 
would  it  gain  one  to  deny  a  Senator 
his  rights  to  speak  on  the  motion  to 
proceed  when  you  look  at  what  lies 
just  beyond  that?  For  example,  when 
you  get  the  bill  before  the  Senate,  a 
Senator  can  offer  an  amendment— he 
can  offer  any  niunber  of  them— so 
that  one  can  still  speak  at  great  length 
even  when  the  motion  to  proceed  has 
been  agreed  to. 

So  my  thought  about  the  matter  is 
we  should  be  reasonable  and  tolerant 
about  this  matter.  And  I  say  that  as 
one  who  voted  for  the  bill  and  one 
who  intends  to  vote  for  it. 

Mr.  BYRD.  Mr.  President.  I  thank 
the  distinguished  Senator  from  Louisi- 
ana. The  Chair  referred  to  the  occa- 
sion when  the  distinguished  Senator's 
illustrious  father  was  speaking  and 
made  the  point  about  a  quorum. 

Mr.  President,  let  me  also  make  it 
clear  that  the  two-speech  rule  does  not 
obtain  just  when  the  Senate  is  operat- 
ing under  clotiure.  It  obtains  at  any 
time  on  any  day.  Am  I  correct,  may  I 
ask  the  Chair?  

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 

Mr.  BYRD.  Now.  Mr.  President, 
loolung  at  the  Chair's  ruling  and 
laying  the  predicate  for  my  appeal, 
the  Chair  said:   "The  Senator  from 
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Wisconsin  does  not  have  to  be  recog- 
nized. He  made  a  call  for  the  regular 
order." 

Well,  obviously,  none  of  that  consti- 
tutes the  ruling  of  the  Chair.  No  one 
disagrees. 

The  Chair  went  on  to  say,  "A  third 
speech  would  be  out  of  order."  Well, 
nobody  disagrees  with  that.  That  is 
clear.  So  we  must  confine  ourselves  in 
crafting  the  appeal  and  in  voting 
thereon,  confine  ourselves  to  address 
the  ruling— it  being  that  under  regular 
order,  "the  Senator  from  South  Caro- 
lina has  already  delivered  two  speech- 
es on  the  same  subject." 

Now,  the  Chair  had  to  have  some  ra- 
tionale on  which  to  base  that  ruling. 
Now,  if  I  could  a&]L  the  Chair  at  this 
point  if  the  Chair  would  please  state 
the  reasonings  behind  its  ruling,  the 
rationale  behind  the  ruling  to  wit, 
that  the  Senator  from  South  Carolina 
had  already  delivered  two  speeches  on 
the  same  subject.  

The  PRESIDING  OFFICER.  Since 
it  is  the  responslbUity  of  the  Chair  to 
keep  time,  the  Chair  had  noted  that 
on  at  least  two  occasions  the  Senator 
from  South  Carolina  has  used  at  least 

I  minute  in  debate. 

Mr.  BYRD.  Mr.  President,  would  the 
Chair  cite  those  two  instances? 

The  PRESIDING  OFFICER.  The 
Chair  now  has  the  transcript  which  it 
did  not  have  at  that  point  and  has  as- 
certained that  the  Senator  from  South 
Carolina  spoke  on  11  different  occa- 
sions in  that  period. 

Mr.  BYRD.  Mr.  President,  has  the 
Chair  just  stated  that  the  Senator 
from  South  Carolina  had  made  11 
speeches?  

The  PRESIDING  OFFICER.  The 
Chair  did  not  say  that  the  Senator 
from  South  Carolina  had  made  11 
speeches.  The  Chair  said  that  the  Sen- 
ator from  South  Carolina  had  spoken 

II  times. 

Mr.  BYRD.  Would  the  Chair  cite  for 
the  Record  those  11  instances? 

The  PRESIDING  OFFICER.  The 
Chair  will  read  each  instance. 

Mr.  HOLLINGS.  Mr.  President.  I  suggest 
the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  Business  has 
not  intervened  since  the  last  quorum  call; 
therefore 

D  1600 

Mr.  BYRD.  Mr.  President,  will  the 
Chair  indulge  me  for  a  suggestion?  We 
are  reading  from  the  same  transcript. 
So  that  I  might  follow  the  Chair,  will 
the  Chair  indicate  the  page  numbers 
on  which  the  Senator  from  South 
Carolina  spoke  11  times? 

The  PRESIDING  OFFICER.  The 
first  instance  the  Chair  read  from  is 
on  page  55. 

B4r.  BYRD.  I  thank  the  Chair. 

The  PRESIDING  OFFICER.  The 
second  is  also  on  page  55: 

Mr.  HOLUNGS.  No  business  has  inter- 
vened. Mr.  President? 


Mr.  HOLLINGS.  That  is  a  motion, 
not  a  speech. 

The  PRESIDING  OFFICER.  The 
third  instance  is  on  page  56. 

Mr.  LONG.  Is  the  Chair  saying  that 
that  was  a  speech?  

The  PRESIDING  OFFICER.  The 
Chair  did  not  say  there  was  a  speech. 
The  Chair  said  the  Senator  from 
South  Carolina  spoke  on  11  occasions. 

Mr.  LONG.  Will  the  Chair  state 
which  one  was  a  speech? 

Mr.  BYRD.  I  ask  the  Chair  be  al- 
lowed to  state  the  11  instances,  so  that 
the  Record  will  be  concise  and  clear. 

The  PRESIDING  OFFICER,  the 
third  instance  is  on  page  56: 

Mr.  HOLLINGS.  Mr.  President,  may  I  in- 
quire of  the  Chair— we  have  had  some  talk. 
What  constitutes  business? 

The  fourth  instance,  on  page  56: 
Mr.  HOLUNGS.  But  not  debate? 
The  fifth  instance,  on  page  56: 
Mr.  HOLLINGS.  I  appeal  the  ruling  of 
the  Chair  and  ask  for  the  yeas  and  nays. 

The  sixth  instance,  on  page  56: 
Mr.  HOLLINGS.  Mr.  President,  I  suggest 
the  absence  of  a  quorum. 

The  seventh  instance,  on  page  56: 
Mr.  HOLLINGS.  Oh  yes,  Mr.  President; 
now  business  has  occurred. 

The  eighth  instance,  on  page  68: 

Mr.  HOLLINGS.  Parliamentary  inquiry. 
What  is  the  motion? 

Page  68,  the  ninth  instance: 

Mr.  HOLLINGS.  The  appeal  was  out  and 
then  we  got  a  quonun  call. 

The  tenth  instance,  on  page  68: 

Mr.  ROLLINGS.  I  withdraw  the  appeal.  Is 
that  all  right? 

The  eleventh  instance: 

Mr.  HOLUNGS.  The  appeal  is  withdrawn 
and  I  suggest  the  absence  of  a  quorum. 

Mr.  BYRD  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
minority  leader. 

Mr.  BYRD.  Mr.  President,  it  is  obvi- 
ous to  anyone  who  is  willing  to  look 
the  facts  in  the  eye  that  we  are  not 
talking  the  same  language  in  this 
Chamber.  I  have  searched  this  tran- 
script. There  is  one  speech,  which  ev- 
eryone would  have  to  agree,  by  Mr. 
HoLLiNCS— one  speech— and  that  was 
Ijefore  he  could  finish.  That  was  on 
page  51  of  the  transcript— it  began  on 
page  51  of  the  transcript— and  that 
was  interrupted,  without  his  having 
yielded  the  floor.  That  was  interrupt- 
ed by  Mr.-  Kasten  when  he  asked  for 
the  regular  order,  saying: 

The  Senator  from  South  Carolina  has  al- 
ready spoken  twice  on  this  issue  •  •  * 

Mr.  HOLLINGS.  I  have  not  yielded  the 
floor.  Madam  President. 
That  was  one  speech. 
The  instances  the  Chair  has  cited 
make  it  very  clear  that  the  Chair,  on 
the  advice  of  the  Parliamentarian,  is 
defining  any  motion,  any  request  for 
the  yeas  and  nays,  any  quonrni  call, 
any  appeal,  any  of  such  motions  which 
require  any  action  whatsoever  of  the 


Senate,  as  a  speech,  in  the  interpreta- 
tion of  the  two-speech  rule. 

Mr.  HOLLINGS.  Mr.  President,  will 
the  distinguished  minority  leader  yield 
at  that  point? 

The  PRESIDING  OFFICER.  The 
Chair  only  said  there  were  two  speech- 

6S 

Mr.  HOLLINGS.  WUl  the  distin- 
guished Senator  ask  the  Parliamentar- 
ian to  designate  the  two  speeches? 
Then  we  will  Imow  where  they  are, 

Mr.  BYRD.  Yes,  I  wUl  be  glad  to. 

The  PRESIDING  OFFICER.  The 
first  speech  is  on  page  55  to  page  56, 
and  the  second  one  is  on  page  68. 

Mr.  BYRD.  On  page  55,  would  the 
Chair  read  the  first  speech  by  the  Sen- 
ator from  South  Carolina? 

The  PRESIDING  OFFICER.  All 
that  the  Chair  read,  the  statements,  1 
through  7,  constitute  the  first  speech. 

Mr.  HOLLINGS.  All  of  that,  1 
through  7,  constitutes  the  first 
speech?  Come  on. 

Mr.  BYRD.  And  the  second  speech? 

The  PRESIDING  OFFICER.  The 
second  speech,  page  68.  includes  items 
8  to  11. 

Mr.  HOLLINGS.  That  is  when  I  was 
objecting  to  the  ruling. 

Mr.  BYRD.  Mr.  President,  the  ruling 
of  the  Cliair  having  been  that  "The 
Senator  from  South  Carolina  has  al- 
ready delivered  two  speeches  on  the 
same  subject,"  and  that,  from  a  care- 
ful study  of  the  transcript,  it  having 
Ijeen  shown  that  in  the  ordinary  un- 
derstanding of  the  English  language, 
the  Senator  from  South  Carolina 
made  one  speech,  that  being  the  one 
which  begins  on  page  68  of  the  tran- 
script, and  which  speech  was  inter- 
rupted by  the  call  for  the  regular 
order  by  Mr.  Kasten,  I  appeal  that 
ruling  on  the  basis 

Mr.  LONG.  Mr.  President,  will  the 
Senator  yield  at  that  point? 

Mr.  BYRD.  I  yield. 

Mr.  LONG.  Mr.  President,  I  hope 
the  Senator  will  withhold  that  appeal 
for  a  moment.  I  would  like  to  claim 
the  floor  for  a  moment  or  two. 

The  PRESIDING  OFFICER  (Mr. 
E^cANs).  The  Democratic  leader  has 
the  floor. 

Mr.  LONG.  Mr.  President,  wiU  the 
Senator  yield? 

Mr.  BYRD.  I  will  yield. 

The  PRESIDING  OFFICER.  The 
Senator  from  Louisiana. 

Mr.  BYRD.  If  the  Senator  will  allow 
me,  I  yield,  Mr.  President,  with  the  im- 
derstanding  that  I  do  not  lose  the 
right  to  the  floor. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
The  Senator  from  Louisiana. 
Mr.  LONG.  Mr.  President,  in  situa- 
tions such  as  this,  the  Senator  from 
Louisiana  has  been  involved  on  both 
sides  of  these  issues.  The  Senator  from 
Louisiana  has  been  in  filibusters  on  oc- 
casion, and  on  occasion  he  has  been  on 
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the  other  side,  seeking  to  shut  off  a 
filibuster.  One  finds  himself  in  that 
situation,  having  served  38  years  in 
this  body. 

D  1610 

And  when  these  type  situations 
occur,  this  Senator  has  always  aslced 
himself.  Does  the  end  Justify  the 
means?  In  other  words.  Do  you  want 
to  deny  the  person  the  right  to  fur- 
ther proceed,  or  are  you  justified 
under  the  circumstances? 

While  that  moral  question  has  trou- 
bled me  many  times,  I  finally  conclude 
it  is  all  a  matter  of  degree. 

In  this  situation  the  Senator  from 
South  Carolina  has  been  opposing  a 
motion.  Cloture  has  been  voted.  He  is 
entitled  to  1  hour  and  that  is  all  he  is 
entitled  to.  He  is  entitled  to  speak  for 
1  hour. 

But  the  way  I  read  the  ruling  of  the 
Chair  he  would  be  denied  the  right  to 
speak  for  5  minutes. 

I  found  myself  in  situations  where  I 
went  to  the  then  majority  leader,  Mr. 
Byrd,  now  the  minority  leader,  and 
suggested  to  him  that  we  were  going 
to  have  to  make  some  new  precedents 
because  one  exercising  his  rights  after 
cloture  has  been  voted  was  unduly  de- 
laying the  Senate  and  it  gave  the  then 
majority  leader,  Mr.  Byrd,  problems 
that  he  provide  leadership  to  cut  off 
the  filibuster  which  was  necessary  to 
do  under  the  circumstances. 

But  in  this  situation,  Mr.  President, 
for  the  life  of  me  I  do  not  understand 
why  we  need  to  rule  that  a  Senator 
has  made  a  speech  when  he  has  talked 
about  1  minute,  when  he  has  merely 
made  a  motion  or  spoken  about  one 
line  in  the  Record. 

It  just  seems  to  this  Senator  that 
that  is  not  justified.  If  he  had  1  hour, 
let  the  Senator  from  South  Carolina 
speak  his  1  hour  auid  during  his  1  hour 
he  has  the  right  to  make  several  mo- 
tions. 

I  do  not  think  anyone  can  find  any 
precedent  in  the  record,  and  I  will 
invite  the  Parliamentarian  to  find  one 
if  he  can,  where  the  mere  making  of  a 
motion  was  regarded  as  a  speech  by 
the  occupant  of  the  chair.  That  will  be 
the  first  time  we  had  such  a  ruling.  If 
it  were  made,  it  would  be  wrong. 

Mr.  President,  in  situations  like  this, 
every  Senator  better  consider  his  own 
situation.  There  may  be  a  time  it  has 
served  us  here  but  he  might  be  strong- 
ly opposed  to  something  that  is  tran- 
spiring in  the  Senate.  He  may  need  to 
claim  his  rights  on  the  floor  to  speak, 
and  to  suggest  that  the  one  who 
speaks  five  or  six  words  or  makes  a 
motion  or  makes  an  appeal  that  he 
has  made  a  speech  would  be  a  trespass 
upon  the  rights  of  every  Member  of 
this  body. 

The  worst  thing  about  all  that  is 
that  it  would  set  a  precedent  that  the 
Senate  should  not  be  asked  to  live 
with.  There  is  nothing  that  this  Sena- 


tor ever  suggested  that  should  be  done 
even  in  terms  of  malung  new  prece- 
dents that  would  go  that  far. 

I  have  heard  the  quotations  in  the 
Record  that  have  been  read,  and 
please  imderstand,  Mr.  President,  I  am 
for  the  bill,  voted  for  it  in  the  commit- 
tee and  in  due  course  if  the  bill 
reaches  final  passage  I  intend  to  vote 
for  it,  but  I  respect  the  rights  of  the 
Senator  from  South  Carolina,  and  he 
is  not  speaking  for  a  few  votes.  He  is 
speaking  the  views  of  many  Senators. 

In  my  judgment,  Mr.  President,  I 
could  not  support  a  proposal  to  say 
that  the  Senator  has  made  two 
speeches  based  on  that  which  has 
been  cited  for  the  Record. 

I  would  think,  Mr.  President,  that 
those  who  want  to  pass  the  bill  should 
do  what  you  have  to  do  in  this  body 
when  you  do  not  agree  with  the 
speech  the  Senator  is  making,  sit 
there,  or  if  you  want  to  do  what  they 
have  done  now,  vacate  your  seats,  just 
walk  on  out  and  let  someone  else  pro- 
tect your  rights.  But  the  Senator  has 
the  right  to  speak  under  these  circum- 
stances and  if  it  is  forced  to  a  vote, 
even  though  I  for  one  would  like  to  see 
the  bill  passed,  I  would  be  compelled 
to  vote  to  protect  the  rights  of  the 
Senator  from  South  Carolina. 

Mr.  ROLLINGS.  Mr.  President, 
could  I  have  unanimous  consent  for  30 
seconds? 

Mr.  BYRD.  Mr.  President,  I  yield  for 
that  purpose  with  the  same  under- 
standing as  before. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  ROLLINGS.  Just  30  seconds. 

Mr.  President,  looking  at  the  Record 
right  quickly,  Mr.  Hollings  objected 
on  page  50,  which  is  disregarded  by 
the  Parliamentarian.  On  page  51,  he 
disregards  again  another  appearance 
of  mine  in  recognition  for  an  objec- 
tion, and  again  on  page  51  down  at  the 
bottom  of  that  page,  again  on  page  52 
when  I  said:  "By  all  means,  I  suggest 
the  Senator  go  right  ahead." 

He  just  disregards  that,  and  he 
starts  in  after  his  disregard  of  those 
appearances,  starts  counting  on  page 
55  with  one  and  then  he  goes  down 
and  counts  11  instances,  and  in  the  11 
instances  he  says  now  a  quorum  call 
one,  a  question  two,  a  question  three,  a 
question  four,  appealing  of  the  Chair 
five,  a  quorum  call  six,  and  seven  a 
statement,  "Oh,  yes,  but  business  has 
occurred."  Those  first  seven  that  con- 
stitutes a  speech. 

Maybe  that  is  why  I  was  not  under- 
stood on  the  Presidential  campaign  if 
that  is  the  thought. 

Then,  the  second  speech  I  have  is  8, 
9,  and  10  when  I  asked  for  a  parlia- 
mentary inquiry  and  object  and 
appeal. 

I  still  had  not  gotten  to  the  talk,  and 
then  when  I  talk  it  is  the  third  talk. 

It  is  quite  obvious  that  the  Parlia- 
mentarian is  a  moving  target.  He  was 


trying  to  get  authority  in  the  books 
and  he  could  not  find  authority  in  the 
rules  or  in  the  precedents  and  now 
when  asked  just  a  moment  ago  he 
moves  over  to  time  and  he  culminates 
an  objection  or  motion  or  request  for  a 
quorum  and  he  packages  those  nicely 
together  and  he  calls  that  speech  one, 
and  then  culminates  aU  times  and  calls 
that  speech  two. 

We  are  going  to  have  to  get  a  magi- 
cian for  a  Parliamentarian  up  here  for 
the  regular,  ordinary,  sane,  and  pru- 
dent man  to  determine  when  a  speech 
is  made. 

This  is  absolutely  ludicrous. 

I  thank  the  distinguished  minority 
leader. 

Mr.  BYRD.  Mr.  President.  I  suggest 
the  absence  of  a  quorum,  but  before 
doing  so,  I  ask  unanimous  consent 
that  I  may  be  recognized  immediately 
upon  the  termination  of  the  quorum 
call. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  clerk  will  call  the  roll. 

The  bill  clerk  proceeded  to  call  the 
roll. 

D  1620 

Mr.  BYRD.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  minority  leader  is  recognized. 

Mr.  BYRD.  Mr.  President,  I  appeal 
the  ruling  of  the  Chair,  to  wit,  that 
the  Senator  from  South  Carolina  had 
already  delivered  two  speeches  on  the 
same  subject.  I  appeal  the  ruling  of 
the  Chair  and  I  make  my  appeal  to 
the  Senate  and  base  it  upon  the  fact 
that  procedural  motions  or  requests, 
such  as,  for  example,  parliamentary 
inquiries,  appeals  from  the  ruling  of 
the  Chair,  points  of  order,  suggesting 
the  absence  of  a  quorum,  the  with- 
drawal of  appeals,  requests  for  the 
yeas  and  nays,  do  not,  in  and  of  them- 
selves, constitute  a  speech  within  the 
context  of  the  two-speech  rule.  And  I 
ask  for  the  yeas  and  nays  on  this 
motion. 

The  PRESIDING  OFFICER.  Is 
there  a  sufficient  second?  There  is  a 
sufficient  second. 

The  yeas  and  nays  were  ordered. 

Mr.  DOLE  addressed  the  Chair. 

The  PRESIDING  OFFICER.  Ap- 
peals after  cloture  are  not  debatable. 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  I  may  proceed 
for  2  minutes.  

The  PRESIDING  OFFICER.  Is 
there  objection?  The  majority  leader 
is  recognized  for  2  minutes. 

Mr.  DOLE.  Mr.  President,  I  do  this 
just  to  make— and  I  am  certain  the  dis- 
tinguished minority  leader  has  given 
this  a  lot  of  thought  and  with  a  lot  of 
experience. 
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I  guess  the  question  of  the  Chair 
would  be:  If  the  Chair  is  overruled, 
then  what  would  be  the  consequences? 

The  PRESIDING  OFFICER.  If  the 
Chair  is  overruled,  the  Senator  from 
South  Carolina  would  still  be  making 
his  first  speech  and  would  be  recog- 
nized. 

Mr.  DOLE.  And  then,  any  additional 
speaker,  or  from  this  time  on  then,  in 
addition  to  the  impact  it  would  have 
on  the  distinguished  Senator  from 
South  Carolina,  any  of  the  requests 
that  the  distinguished  minority  leader 
pointed  out  at  a  future  time  would 
not,  in  any  event,  constitute  a  speech? 

The  PRESIDING  OFFICER.  That  is 
correct. 

Mr.  DOLE.  Are  there  any  others 
that  come  to  mind  of  the  Chair  that 
should  be  included? 

The  PRESIDING  OFFICER  The 
only  additional  element  that  comes  to 
mind  is  a  request  to  divide  an  amend- 
ment as  a  procedural  request. 

Mr.  DOLE.  In  addition,  there  were,  I 
think 

Mr.  BYRD.  Would  that  not  be  in- 
cluded within  the  verbiage  of  the 
appeal  that  I  made?  I  said  any  proce- 
dural motion 

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 

Mr.  BYRD.  Or  request. 

And  besides,  I  did  not  phrase  my 
appeal  in  such  a  way  that  it  is  the 
alpha  and  omega;  it  is  not  all  inclusive. 
But  these  specifics  were  all  set  out 
only  as  examples. 

The  PRESIDING  OFFICER.  The 
Senator's  statement  was  not  all-inclu- 
sive. It  was  by  example. 

Mr.  BYRD.  Exactly. 

D  1630 

Mr.  DOLE.  In  this  case,  the  Senator 
from  Wisconsin,  Senator  Kasten, 
made  a  unanimous-consent  request 
that  committees  be  allowed  to  meet. 
Would  that  be  covered  by  the  distin- 
guished minority  leader's  request? 

Mr.  BYRD.  That  would  be  in  the 
language  I  included. 

The  PRESIDING  OFFICER.  The 
Chair  understands  it  would  tend  to  in- 
clude all  unanimous-consent  requests 
as  being  within  the  purview  of  this 
motion  and  not  counted  as  intervening 
material. 

Mr.  BYRD.  I  said  they  were  proce- 
dural. That  is  in  the  appeal  language 
now,  and  we  can  have  the  official  re- 
porter read  it  back.  It  is  there. 

Mr.  DOLE.  As  I  understand,  the 
unanimous-consent  request  itself 
would  be  covered  by  the  distinguished 
minority  leader's  appeal. 

Mr.  BYRD.  Yes,  and  not  counted  as 
a  speech,  standing  alone. 

The  PRESIDING  OFFICER.  The 
Chair  believes  that  since  the  motion  is 
intended  to  become  precedent  to  the 
Senate,  the  motion  should  be  available 
in  printed  form  so  that  everyone  clear- 


ly understands  precisely  what  the  re- 
quest is. 

Mr.  BYRD.  The  Chair  is  correct.  I 
would  like  to  prepare  it  in  written 
form. 

D  1650 

Mr.  BYRD.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  There 
is  no  quoriun  call  in  progress. 

Mr.  BYRD.  Mr.  President,  in  re- 
sponse to  the  Chair's  request  that  the 
appeal  be  made  in  writing,  which  the 
Chair  has  a  right  to  make  and  any 
Senator  has  a  right  to  make,  I  have 
prepared  the  following  appeal  in  writ- 
ing: 

I  appeal  the  ruling  of  the  Chair,  and  I 
make  the  appeal  to  the  Senate  on  the  basis 
that,  standing  alone,  procedural  motions  or 
requests  such  as,  but  not  limited  to.  the  fol- 
lowing shall  not  constitute  a  speech  within 
the  context  of  the  two-speech  rule:  Parlia- 
mentary inquiries,  appeals  from  the  ruling 
of  the  Chair,  points  of  order,  suggesting  the 
absense  of  a  quorum,  withdrawal  of  appeals, 
requests  for  the  yeas  and  nays,  requests  for 
a  division  vote,  requests  for  reading  of 
amendments,  requests  for  division  of 
amendments. 

The  PRESIDING  OFFICER.  Can 
the  Chair  ask  for  a  clarification  on  the 
term  "standing  alone"?  Is  it  the  Demo- 
cratic leader's  intention  that  if  a 
motion  of  the  sort  he  has  mentioned  is 
preceded  by  as  little  as  two  or  three 
sentences  of  explanation,  that  would 
constitute  a  speech? 

Mr.  BYRD.  I  am  attempting  to  avoid 
a  situation  in  which  a  Senator  in 
making  a  motion  to  table,  for  example, 
or  making  a  point  of  order,  or  making 
an  appeal,  stands  and  lays  the  predi- 
cate for  his  point  of  order  and  speaks 
thereon;  the  motion  itself  would  not 
be  standing  alone.  It  would  have  been 
preceded  by  a  speech.  What  I  am 
trying  to  say  is  that  the  motion  itself, 
standing  alone,  in  and  of  itself,  does 
not  constitute  a  speech. 

The  PRESIDING  OFFICER.  For 
further  clarification,  the  Senator  is 
really  speaking  of  the  words  that  con- 
stitute the  motion  itself? 

Mr.  BYRD.  I  beg  the  Chair's  pardon. 

The  PRESIDING  OFFICER.  The 
Senator  is  speaking  then  of  simply 
those  words  that  constitute  the 
motion  itself? 

Mr.  BYRD.  Yes;  the  procedural 
motion. 

The  PRESIDING  OFFICER.  Yes. 

Mr.  BYRD.  Or  request.  And  we 
should  keep  in  mind  what  we  are  talk- 
ing about  is  the  two-speech  rule,  and 
that  the  two-speech  rule  refers  to  two 
speeches  on  the  same  question  in  the 
same  legislative  day. 

In  the  case  that  brought  all  this  col- 
loquy about,  the  Senator  from  South 
Carolina  was  speaking— he  began  one 
speech— and  it  was  on  the  motion  to 
proceed  to  the  product  liability  bill. 


We  are  speaking  now  on  an  appeal.  I 
am  not  speaking  on  the  motion  to  pro- 
ceed to  the  product  liability  bill  right 
now.  I  am  speaking  about  the  Chair's 
ruling.  So  what  I  am  saying  is  in  ex- 
planation of  the  appeal. 

There  may  be  those  who  say,  "Well, 
if  he  makes  a  point  of  order,  he  has  to 
state  why  he  makes  the  point  of 
order."  Is  that  going  to  constitute  a 
speech?  Well,  it  might  very  well.  It  will 
constitute  a  speech  on  that  point  of 
order.  But.  the  point  of  order  without 
the  speech,  does  not.  in  itself,  consti- 
tute a  speech. 

The  PRESIDING  OFFICER.  The 
Chair  says  to  the  Democratic  leader 
that  the  motion  is  not  debatable. 

Mr.  BYRD.  I  understand  that.  I  was 
only  trying  to  respond  to  the  Chair's 
appropriate  inquiry. 

D  1700 

Mr.  DOLE.  Mr.  President.  I  ask 
unanimous  consent  that  I  may  proceed 
for  5  minutes. 

The  PRESIDING  OFITCER.  Is 
there  objection?  The  Chair  hears 
none,  and  it  is  so  ordered. 

Mr.  DOLE.  Mr.  President,  earlier,  I 
made  an  inquiry.  I  think  the  word  "re- 
quest" was  used  in  the  earlier  appeal, 
and  I  asked  whether  or  not  that  would 
cover  unanimous-consent  requests. 
Would  that  be  covered  in  this  appeal? 

The  PRESIDING  OFFICER.  The 
latest  statement,  as  put  by  the  Demo- 
cratic leader,  did  not  include  unani- 
mous-consent requests. 

Mr.  BYRD.  May  I  clarify  that?  It 
did  include  unanimous-consent  re- 
quests. I  said:  "I  make  the  appeal  of 
the  Senate  on  the  basis  that,  standing 

alone,  procedural  motions  or  requests 

•  «  **• 

Mr.  DOLE.  The  reason  I  am  con- 
cerned about  that  particular  one  Is 
that  I  can  envision  somebody  making 
a  unanimous-consent  request  that 
might  take  a  couple  of  hours.  It  seems 
to  me  that  we,  in  effect,  invoke  cloture 
and  then  permit  somebody  to  speak 
for  hours,  propounding  some  unani- 
mous-consent request. 

He  could  get  up  and  say,  "I  ask  that 
the -Committee  on  Agriculture  be  per- 
mitted to  meet,"  and  then  read  the 
bill. 

I  know  that  the  distinguished  minor- 
ity leader  does  not  intend  that. 

So  I  hope  it  did  not  include  unani- 
mous-consent requests,  unless  we  had 
some  way  to  circumscribe  the  request. 

The  PRESIDING  OFFICER.  The 
term  "unanimous-consent  request" 
was  not  in  the  written  version,  but  the 
term  "request"  was  in  there,  and  pre- 
sumably it  could  be  concluded  that 
unanimous-consent  requests  are  re- 
quests. 

Mr.  BYRD.  Mr.  President,  I  ask 
unanimous  consent  that  I  may  re- 
spond to  the  distinguished  Senator's 
question,    which    is    an    appropriate 
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ICER.     Is 
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question,  and  that  the  time  not  be 
charged  against  him. 

The  PRESIDING  OFFICER.  With- 
out objection.  It  is  so  ordered. 

Mr.  BYRD.  Mr.  President,  the  predi- 
cate itself  is  the  appeal.  The  examples 
I  have  set  forth  are  for  explanatory 
purposes.  That  is  precisely  what  they 
are— they  are  specific  examples,  and 
they  are  not  all-inclusive,  because  I 
used  the  verbiage  "not  limited  to." 
The  appeal  is  all  one  sentence. 

If  I  wanted  to  take  out  the  "such  as" 
and  the  providing  of  examples,  I 
would  simply  say:  "on  the  basis  that, 
standing  alone,  procedural  motions  or 
requests  shall  not  constitute  a  speech 
within  the  context  of  the  two-speech 
rule." 

So  I  have  used  the  words  "requests" 
and  "procedural  motions." 

Parenthetically,  as  it  were,  I  am 
saying,  "such  as.  but  not  limited  to, 
the  following."  That  is  the  parentheti- 
cal, explanatory  material:  parliamen- 
tary inquiries,  appeals  from  the  ruling 
of  the  Chair,  points  of  order,  and  so 
on.  But  it  is  clear  from  the  verbiage 
that  unanimous-consent  requests  are 
included;  so  that  if  the  leader  rises  and 
makes  a  straightforward  unanimous- 
consent  request— nothing  more— that 
does  not  constitute  a  speech  within 
the  context  of  the  two-speech  rule.  If 
the  Chair's  ruling  were  to  be  upheld, 
the  leaders  unanimous-consent  request 
would  constitute  a  speech. 

Besides,  we  have  the  legislative  his- 
tory, so  certainly  the  readers  of  the 
Record  100  years  from  now  will  under- 
stand what  we  are  talking  about,  espe- 
cially now  that  the  majority  leader 
has  asked  specific  the  question. 

I  thank  the  distinguished  majority 
leader. 

Mr.  DOLE.  I  thank  the  distin- 
guished minority  leader. 

Mr.  President,  I  will  suggest  the  ab- 
sence of  a  quorum,  and  I  would  like  to 
discuss  the  appeal  with  two  of  my  col- 
leagues who  have  just  come  to  the 
floor. 

I  suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER  (Mr. 
McCoNNELL).  The  clerk  will  call  the 
roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

D  1750 

Mr.     DOMENICI     addressed 
Chair. 

The    PRESIDING    OFFICER. 
Senator  from  New  Mexico. 

Mr.  DOMENICI.  Mr.  President,  I 
ask  unanimous  consent  that  the  clerk 
dispense  with  the  reading  of  the  roll. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


the 


The 


OMNIBUS  BUDGET 
RECONCILIATION  ACT,  1987 

Mr.   DOMENICI.    Mr.    President,    I 
have  cleared  the  uiumimous  consent 


request  that  I  am  going  to  make  with 
reference  to  reconciliation  with  both 
sides  and  with  the  majority  and  mi- 
nority leader. 

Mr.  President,  I  ask  imanimous  con- 
sent that  the  Senate  now  turn  to  the 
consideration  of  H.R.  5300;  that  all 
after  the  enacting  clause  be  stricken 
and  the  text  of  Senate  bill  2706,  as 
passed  the  Senate,  be  inserted  in  lieu 
thereof;  that  the  bill  as  amended  be 
passed;  that  the  Senate  insist  on  its 
amendment  and  request  a  conference 
with  the  House,  and  that  the  Chair  be 
authorized  to  appoint  conferees. 

Mr.  BYRD.  Mr.  President,  reserving 
the  right  to  object,  and  I  do  not  intend 
to  object,  I  do  want  this  vote  to  occur 
on  the  motion  to  appeal  which  I  have 
pending.  Will  the  Senator  confine  this 
action  to,  say,  no  more  than  2  minutes 
and  that  it  not  be  with  prejudice  to 
the  pending  appeal? 

Mr.  DOMENICI.  I  so  request,  Mr. 
President. 

Mr.  BYRD.  I  thank  the  Senator. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered. 

The  PRESIDING  OFFICER  (Mr. 
McCoNNELL)  appointed  Agriculture, 
Nutrition  and  Forestry:  Helms,  Dole, 

LUGAR,  ZORINSKY,  LEAHY; 

Appropriations:  Hatfield,  Cochran, 
Abdnor,  DeConcini,  Burdick; 

Banking,  Housing  and  Urban  Af- 
fairs: Garn,  Heinz,  Armstrong,  Hecht, 
Proxmire,  Cranston,  Riegle; 

Budget:  Domenici,  Armstrong. 
Kassebaum,  Boschwitz,  Chiles,  Hol- 
lings,  Johnston; 

Commerce,  Science,  and  Transporta- 
tion: Danforth,  Packwood,  Kasse- 
baum, Hollings,  Long,  Conrail,  sub- 
conference  9; 

Danforth,  Packwood,  Stevens,  Rol- 
lings, Inodye,  Maritime,  subconfer- 
ence  10; 

Energy  and  Natural  Resources: 
McClure,  Wallop,  Warner,  Johnston. 
Ford; 

Environment  and  Public  Works: 
Stafford,    Chafee,    Simpson,    Duren- 

BERGER,     SYMMS,     BeNTSEN,     MITCHELL. 

MoYNiHAN,  Burdick; 

Finance:  Packwood,  Dole,  Dan- 
forth, Chafee,  Long.  Bentsen,  Matsu- 
NAGA,  general; 

Heinz,  Durenberger.  Moynihan. 
Baucus,  Medicare,  Medicaid,  and  Ma- 
ternal and  Child  Health,  subconfer- 
ences  19,  20,  21; 

Governmental  Affairs:  Roth,  Ste- 
vens, Cohen,  Durenberger,  Eagleton, 
Levin,  Gore; 

Roth,  Cohen,  Durenberger,  Eagle- 
ton,  Levin,  subconference  15; 

Labor  and  Human  Resources:  Hatch, 
NiCKLES,  Stafford,  Kennedy,  Metz- 
enbaum.  ERISA  and  Railroad  Retire- 
ment; 

Hatch.  Stafford.  Weicker.  Kenne- 
dy, Pell,  GSL/Education  Asset; 


Small  Business:  Weicker,  Rudman, 
Bumpers,  conferees  on  the  part  of  the 
Senate. 

Mr.  DOMENICI.  Mr.  President,  was 
the  unanimous  consent  granted? 

The  PRESIDING  OFFICER.  Yes.  it 
was. 

Mr.  DOMENICI.  I  suggest  the  ab- 
sence of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

D  1820 

Mr.  METZENBAUM.  Mr.  President. 
I  ask  unanimous  consent  that  the 
order  for  the  quoriun  call  be  rescind- 
ed. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ORDER  OF  PROCEDURE 

Mr.  METZENBAUM.  Mr.  President. 
I  ask  unanimous  consent  that  the 
Senate  now  turn  to  morning  business 
for  a  period  not  to  exceed  15  minutes 
and  the  Senator  from  Ohio  be  accord- 
ed an  opportunity  to  make  a  state- 
ment. 

Mr.  BYRD.  Mr.  President,  reserving 
the  right  to  object,  suid  I  will  not 
object.  I  just  want  to  be  sure  that 
nothing  is  done  that  is  prejudicial  to 
my  appeal  at  the  moment.  What  is  the 
request? 

Mr.  METZENBAUM.  Mr.  President, 
I  further  ask  unanimous  consent  that 
the  position  of  the  Senate  and  all  Sen- 
ators therein  not  be  prejudiced  in  any 
way  by  reason  of  the  request  of  the 
Senator  from  Ohio  and  that  the 
Senate  be  in  the  same  condition  that 
it  was  prior  to  my  request  having  been 
made. 

Mr.  BYRD.  I  have  no  objection. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


TRANSITION  RULES  IN  THE  TAX 
REFORM  BILL 

Mr.  METZENBAUM.  Mr.  President, 
the  U.S.  House  has  just  passed  the  tax 
reform  bill  without  being  able  to  find 
out  what  is  really  in  it.  Included  in 
that  bill  are  $10.6  billion  in  special  tax 
breaks  that  have  become  the  most 
closely  guarded  multi -billion-dollar 
secret  in  Washington. 

I  should  know  about  there  being  a 
secret  because  I  have  ..been  trying  to 
unlock  that  secret  every  day  for 
weeks.  On  June  24.  at  my  urging,  the 
Senate  passed  a  sense  of  the  Senate 
resolution  calling  for  a  list  of  the  tran- 
sition rules,  their  beneficiaries,  their 
costs  and  their  rationale. 

That  language  reads  as  follows: 

Sense  of  the  Senate  on  transition  rules. 

It  is  vital  for  the  Senate  to  be  fully  in- 
formed about  every  matter  that  comes 
before  it.  Therefore,  it  is  the  sense  of  the 
Senate  that  the  conference  report  on  H.R. 


26152 


CONGRESSIONAL  RECORD— SENATE 


September  25,  1986 


3838  shall  contain,  one.  the  name  of  each 
business  corporation  or  group  receiving  a 
special  or  unique  treatment  in  the  bill;  two. 
the  reason  for  the  special  or  unique  treat- 
ment: and.  three,  the  costs  of  the  unique  or 
special  treatment. 

Mr.  P>resident,  that  could  not  be  any 
clearer.  But,  for  some  inexplicable 
reason,  the  House  refused  to  go  along, 
preferring  to  legislate  in  the  dark. 

To  his  credit.  Senate  Finance  Com- 
mittee chairman  Bob  Packwood  prom- 
ised me  we  could  get  that  list,  and  he 
has  just  delivered.  I  have  that  list  now. 
I  do  wish  we  could  have  gotten  this  list 
earlier  so  that  Senators  might  have 
more  time  to  study  these  so-called 
transition  rules. 

But  certainly  we  all— every  Member 
of  the  Senate— have  to  be  embarrassed 
by  the  kind  of  attention  these  rules 
have  been  getting.  The  newspapers  are 
entertaining  their  readers  with  quizzes 
that  poke  fim  at  the  way  our  tax- 
writers  have  discussed  these  transition 
rules.  But  the  joke  has  been  on  us,  all 
of  us,  because  we  do  not  know  what 
they  are,  either. 

Can  you  believe  it?  There  is  $10.6 
billion  in  transition  rules  and  the 
Members  of  the  House  just  over- 
whelmingly passed  the  bill  and  the 
Senate  is  about  to  be  called  upon  to 
pass  the  bill  and  nobody  knows  what  is 
in  it. 

Let  me  give  you  some  idea  of  how 
you  can  find  out.  Do  you  know  who 
benefits  from  this  rule  that  is  to  be 
found  in  the  transition  rules? 

It  is  located  on  lands  submerged  under  the 
waters  of  a  Great  Lalce  or  on  adjacent  lands 
which  formerly  were  submerged  under  the 
waters  of  such  lake. 

What  does  that  mean?  There  is  not 
anybody  in  the  United  States  that 
knows  what  that  means  except  those 
who  put  it  in  the  bill  in  order  to  take 
care  of  certain  special  interests. 

The  average  man  in  America  or  the 
average  woman  did  not  have  anybody 
putting  those  transition  rules  in  pro- 
viding for  special  privilege.  What  is 
the  reason  for  that  kind  of  mumbo 
jimibo?  If  these  tax  rules  are  justified, 
why  not  spell  them  out  clearly?  Why 
did  the  taxwriters  have  to  turn  them 
into  a  riddle  that  would  stump  the 
Sphinx? 

I  am  not  sure  that  many  of  these 
transition  rules  can  be  justified.  I  am 
not  opposed  to  transition  rules,  in  £uid 
of  themselves.  And  I  make  no  bones 
about  it.  I  sought  several  for  projects 
in  my  own  State,  every  one  of  which 
can  be  justified  on  the  basis  of  the 
facts  and  the  merits.  But  these 
projects  are  exactly  the  kind  that  de- 
serve transition  rules. 

There  should  be  some  transition 
rules.  But  the  rules  that  we  find  in- 
cluded in  this  bill  are  included  to  help 
ease  the  switch  to  this  new  tax  system 
for  projects  and  companies  that  have 
long-term  investments  based  on  the 
current  system. 


I  would  guess  that  most  of  the  tran- 
sitional rules  will  turn  out  to  be  justi- 
fied once  we  study  the  list.  I  am  equal- 
ly convinced  that  a  great  number  of 
them  will  turn  out  to  be  imjustified 
and  will  turn  out  to  be  in  the  bill  in 
order  to  buy  a  vote,  in  order  to  get 
somebody  to  go  along  that  did  not 
want  to  go  along.  And  maybe  even 
that  is  justified.  I  am  not  going  to 
stand  here  and  say  that  is  a  terrible 
thing. 

But,  I  am  saying  that  when  some- 
body's vote  was  bought,  the  people  of 
the  United  States  and  the  U.S.  Senate 
and  the  House  of  Representatives  are 
entitled  to  know  from  whom  it  was 
bought  and  what  was  the  price. 

What  concerns  me  are  rules  that  are 
really  giveaways  and  new  loopholes.  I 
am  happy  that  we  were  able,  when 
this  bill  was  on  the  floor  of  the 
Senate,  to  knock  some  of  those  loop- 
holes out  of  the  Senate  bill. 

But,  Mr.  President,  I  want  this  body 
to  imderstand  something.  In  this  list 
of  400  transition  rules,  we  find  some- 
thing that  we  do  not  find  around  here 
very  often,  although  it  does  occur  on 
occasion.  There  are  400  new  transition 
rules  that  were  created  in  the  confer- 
ence committee  that  did  not  appear  in 
either  the  House  or  the  Senate  bill. 

Let  me  repeat  that.  Normally,  a  con- 
ference has  to  do  with  the  differences 
between  the  House  and  the  Senate. 
But  in  this  bill,  there  are  400  special 
transition  rules  that  neither  the 
House  nor  the  Senate  have  ever  heard 
of  before  and  the  only  people  that 
know  what  is  in  there  now  are  those 
who  participated  in  the  drafting. 
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It  is  my  opinion  that  even  the  mem- 
bers of  the  conference  committee  do 
not  know  all  of  the  details  of  what  is 
in  all  of  those  new  transition  rules. 

I  have  not  had  time  to  study  them  as 
yet.  But  I  Icnow  this:  some  Members 
did  not  have  to  study  them.  Member 
X.  Y,  Z,  P  and  Q.  They  were  told,  "We 
took  care  of  this,  that,  and  that  for 
you,"  and  each  of  them  put  out  press 
releases  chortling  about  how  the 
American  taxpayer  had  been  ripped 
off  and  how  they  got  some  special  ben- 
efit for  their  State. 

That  may  be  the  way  some  people 
think  we  should  legislate  around  here. 
This  Senator  does  not  think  so.  This 
Senator  thinks  if  some  Senator  got 
something  for  his  own  State  that  may 
or  may  not  be  justified  and  may  be 
just  a  transition  rule  and  may  be  just 
a  way  of  purchasing  the  vote,  what- 
ever the  circumstances  the  Members 
of  the  Senate  are  entitled  to  know  the 
facts.  At  this  moment,  we  do  not  know 
the  facts. 

I  would  say  that  some  chortling  has 
been  made,  and  some  would  make  me 
worry  a  good  deal  about  what  has  oc- 
curred. Much  of  that  makes  me  feel 
that  some  of  these  transition  rules 


mean  nothing  more  than  special  tax 
loopholes  for  those  who  had  the 
proper  lobbyist  or  proper  Member  of 
Congress  on  their  side.  Maybe  that  is 
the  price  that  the  tax  writers  had  to 
pay  to  earn  the  vote  for  passage.  But  I 
believe  it  is  a  shame  we  could  not  vote 
for  this  bill  on  its  merits.  I  believe  this 
is  not  the  proper  way  to  legislate.  I  be- 
lieve the  Members  of  the  House,  the 
Members  of  the  Senate,  and  every 
American  are  entitled  to  know  who  is 
getting  what  and  at  what  expense  to 
all  the  rest  of  the  taxpayers. 

I  have  been  supportive  of  this  tax 
bill,  and  I  intend  to  continue  to  be 
supportive  of  the  tax  bill.  But  I  say 
that  this  is  the  wrong  way  for  the 
House  and  the  Senate  to  conduct 
themselves.  It  is  legislation  without  in- 
formation. It  is  legislation  in  the  dark. 
It  is  legislating  in  a  way  of  which  we 
cannot  be  proud. 

I  think  it  is  a  shameful  way  to  legis- 
late. Although  the  end  result  and  the 
total  package  may  have  much  merit, 
this  way  of  legislating  is  exactly  the 
wrong  way.  I  expect,  Mr.  President,  to 
address  myself  further  to  the  whole 
question  of  these  transition  rules 
when  I  get  an  opportunity  to  learn 
more  about  the  details  of  what  is  in 
those  specific  transition  rules. 

I  yield  the  floor. 

Mr.  LEVIN.  Mr.  President,  would 
the  Senator  from  Ohio  yield  for  a 
question? 

Mr.  METZENBAUM.  I  do  indeed. 

Mr.  LEVIN.  Did  the  Senator  receive 
this  afternoon  a  copy  of  the  transition 
rules?  Has  that  now  been  received? 

Mr.  METZENBAUM.  The  answer  is 
I  have  received  a  summary  but  I  did 
not  receive  a  copy  of  the  rules  them- 
selves. 

Mr.  LEVIN.  I  missed  the  first  part  of 
the  Senator's  speech.  Was  that  placed 
into  the  Record,  that  siunmary? 

Mr.  METZENBAUM.  No;  it  has  not 
been  placed  in  the  Record  and  at  this 
point  I  am  not  prepared  to  place  it  in 
the  Record  until  I  actually  know  what 
is  contained  therein. 

Mr.  LEVIN.  Mr.  President,  If  I 
could,  on  the  Senator's  time  on  the 
morning  business  that  he  received 
unanimous  consent  to  proceed  under, 
he  and  I  both  have  been  seeking  to 
obtain  information  on  these  transition 
rules.  I  have  great  admiration  for  the 
determination  of  my  friend  from  Ohio 
for  doing  exactly  that.  He  happens  to 
be  one  who  voted  for  this  bill  despite 
some  of  these  transition  rules.  I 
happen  to  be  one  who  voted  against 
this  bill  in  part  because  of  the  way  in 
which  these  rules  were  written  and 
placed  in  this  bill,  in  a  way  that  no  one 
can  understand  them,  both  when  they 
came  through  the  Senate  and  now 
from  conference. 

I  think  it  is  something  other  than  a 
coincidence  that  we  get  these  transi- 


UMI 


September  25,  1986 


CONGRESSIONAL  RECORD— SENATE 


26153 


tion  rules  in  this  form  finally  this 
afternoon  after  the  House  has  voted. 

Mr.  METZENBAUM.  I  do  not  think 
it  is  any  coincidence,  I  want  to  respond 
to  the  Senator  from  Michigan.  It  is  no 
coincidence  at  all.  I  thinly  there  is  no 
secret  about  it.  I  was  very  deliberate 
and  intended  that  the  Members  of 
Senate  would  have  the  information 
made  available  to  them  but  not  until 
the  House  has  acted. 

I  do  not  wish  to  stand  on  the  floor  of 
the  Senate  and  in  my  way  reflect  upon 
the  conduct  of  the  House.  That  is  a 
matter  for  them  to  determine  for 
themselves.  But  I  do  have  concerns 
about  this  matter  with  reference  to 
our  actions  in  the  Senate. 

Mr.  LEVIN.  Mr.  President,  just  one 
other  quick  comment,  if  I  might. 

At  some  point  we  will  be  given  a 
copy  of  these  rules.  We  have  requested 
them  for  many,  many  weeks  now.  The 
Joint  Tax  Committee  staff  is  putting 
together  answers  to  those  questions 
and  a  number  of  other  questions 
which  have  been  asked.  We  ought  to 
get  this  information  in  sufficient  time 
so  that  we  can  consider  it  prior  to  the 
debate  on  the  conference  committee 
report.  I  would  hope,  and  I  think  the 
Senator  from  Ohio  might  agree  with 
me,  that  we  have  information  we  have 
been  seeking,  including  the  fleshing 
out  of  these  transition  rules,  in 
enough  time  so  that  we  can  consider 
them. 

Mr.  METZENBAUM.  The  Senator 
from  Michigan  is  not  in  disagreement 
with  me.  As  a  matter  of  fact,  I  had 
heard  some  word  that  there  was 
maybe  some  intent  to  move  to  the  tax 
bill  tomorrow.  I  certainly  hope  the  tax 
bill  does  proceed  appropriately,  but  I 
would  hope  the  leadership  would  not 
see  fit  to  move  to  it  tomorrow  but  give 
us  sufficient  time  to  analyze  the  tran- 
sition rules. 

Mr.  LEVIN.  In  addition  to  the  tran- 
sition rules,  which  we  are  still  awaiting 
information  on,  there  are  a  number  of 
other  questions  that  we  are  awaiting 
information  on,  which  we  should  also 
receive  sufficiently  in  advance  before 
considering  the  conference  report. 

Mr.  METZENBAUM.  I  yield  the 
floor. 


PRODUCT  LIABILITY  REFORM 
ACT 

Mr.  BYRD  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Democratic  leader. 

Mr.  BYRD.  Mr.  President,  I  ask 
imanimous  consent  that  I  may  speak 
for  30  seconds. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  BYRD.  Mr.  President,  I  hope 
Members  of  the  Senate  do  not  feel 
that  I  have  held  up  the  Senate  from 
voting.  I  have  been  ready  to  vote  for 
the  last  hour  or  hour-and-a-half. 
There  was  some  question  concerning 


the  appeal.  But  I  think  ample  time 
has  now  transpired  so  that  the  Senate 
may  proceed  to  vote  on  the  appeal. 

Mr.  DOLE  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
majority  leader. 

Mr.  DOLE.  I  ask  that  I  may  proceed 
for  2  minutes. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DOLE.  I  think  we  are  ready  to 
proceed.  I  want  to  thank  the  minority 
leader  for  his  having  been  ready  to 
proceed  for  a  couple  of  hours.  We 
have  been  having  discussions.  There 
are  some  differences  of  opinion.  I  have 
discussed  with  Parliamentarian,  and  I 
think  the  Senator  from  Wyoming  has 
a  couple  of  questions  to  ask. 

We  have  to  keep  in  mind  that  this  is 
a  postcloture  situation.  As  I  under- 
stand, any  of  these  things  could  be 
ruled  dilatory.  Is  that  correct? 

The  PRESIDING  OFFICER.  The 
Senator  is  correct. 

Mr.  DOLE.  I  am  ready  to  support 
the  distinguished  minority  leader's 
appeal. 

Mr.  BYRD.  I  thank  the  majority 
leader.  I  may  say  I  seek  no  partisan 
advantage.  I  have  been  seeking  to  pro- 
tect the  rights  of  all  Senators  on  both 
sides  of  the  aisle. 

Mr.  SIMPSON.  Mr.  President,  I  ask 
unanimous  consent  to  inquire  of  the 
minority  leader  two  questions,  if  I 
may. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  SIMPSON.  Mr.  President,  I 
think  our  majority  leader  has  covered 
it  nicely.  I  do  appreciate  what  the 
Democratic  leader  has  done.  I  do  not 
sense  that  he  seeks  partisan  advan- 
tage. If  we  follow  on,  we  will  be  sev- 
ered by  the  same  sword.  I  do  not  feel 
that  way  at  all,  I  assure  the  Democrat- 
ic leader. 

I  believe  we  have  answered  the  ques- 
tion that  any  of  these  could  be  ruled 
dilatory  by  the  Chair  under  this  par- 
ticular imique  procedure  in  these  clo- 
ture-type  proceedings.  Is  that  correct? 
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As  a  matter  of  fact,  there  are  few 
precedents  that  the  quorum  calls  in  a 
postcloture  situation  can  be  ruled  as 
being  dilatory  and  various  other  mo- 
tions and  requests  and  actions. 

The  final  question,  Mr.  President,  is 
that  I  am  assured  then,  and  I  think 
any  of  us  in  the  legislative  body  would 
want  to  be  assured,  that  this  presenta- 
tion, this  procedure,  this  rule  change, 
does  not  have  any  deleterious  or  less- 
ening effect  upon  the  essence  or  the 
effectiveness  of  the  two-speech  rule 
under  our  present  procedure? 

Mr.  BYRD.  May  I  say  it  is  not  the 
intent  of  this  Senator  to  in  any  way 
impair  the  two-speech  rule.  I  would 
prefer— I  think  the  question  is  a  good 
question  and  should  be  answered  on 
the  record,  not  only  by  the  offerer  of 


the  appeal,  the  mover  of  the  appeal. 
But  I  would  like  it  if  the  distinguished 
majority  whip  would  propoimd  this 
question  to  the  Chair  so  we  can  get  an 
answer  from  the  Chair  through  the 
advice  of  the  Parliamentarian,  aside 
from  the  answer  by  the  mover  of  the 
appeal. 

Mr.  SIMPSON.  I  do  direct  that  to 
the  Chair  of  the  Chair's  determination 
of  that. 

The  PRESIDING  OFFICER.  This 
appeal  will  certainly  change  the  inter- 
pretation of  the  two-speech  rule  from 
a  mechanical  interpretation  to  a  rule 
of  reason. 

Mr.  SIMPSON.  I  thank  the  Chair.  I 
thank  the  distinguished  Democratic 
leader. 

The  PRESIDING  OFFICER.  The 
yeas  and  nays  have  been  ordered  on 
the  appeal.  The  question  is,  shall  the 
decision  of  the  Chair  stand  as  the 
judgment  of  the  Senate? 

The  clerk  will  call  the  roll. 

The  assistant  legislative  clerk  called 
the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garm],  and 
the  Senator  from  Idaho  [Mr.  Syhhs] 
are  necessarily  absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Arkansas  [Mr. 
Pryor]  is  absent  because  of  illness  in 
the  family. 

I  further  announce  that,  if  present 
and  voting,  the  Senator  from  Arkansas 
[Mr.  Pryor]  would  vote  "nay." 

The  PRESIDING  OFFICER  (Mr. 
BoscHwiTZ).  Are  there  any  other  Sen- 
ators in  the  Chamber  desiring  to  vote? 

The  result  was  announced— yeas  5, 
nays  92— as  follows: 

[Rollcall  Vote  No.  294  Leg.] 


YEAS-5 

Hatch 

McClure 

Wallop 

Helms 

Stevens 
NAYS-92 

Abdnor 

Ford 

McConnell 

Andrews 

Glenn 

Melcher 

Annstrong 

Goldwater 

Metzenbaum 

Baucu£ 

Gore 

Mitchell 

Bentsen 

Gorton 

Moynihan 

Biden 

Gramm 

Murkowski 

Bingaman 

Grassley 

Nickles 

Boren 

Harkin 

Nunn 

Boschwitz 

Hart 

Packwood 

Bradley 

Hatfield 

Pell 

Broyhill 

Hawkins 

Pressler 

Bumpers 

Hecht 

Proxmire 

Burdick 

Henm 

Quayle 

Byrd 

Heinz 

Riegle 

Chafee 

Hollings 

Rockefeller 

Chiles 

Humphrey 

Roth 

Cochran 

Inouye 

Rudman 

Cohen 

Johnston 

Sarbanes 

Cranston 

Kassebaum 

Sasser 

D'Amato 

Kasten 

Simon 

Danforth 

Kennedy 

Simpson 

DeConcini 

Kerry 

Specter 

Denton 

Lautenberg 

Stafford 

Dixon 

Laxalt 

Stennis 

Dodd 

Leahy 

Thurmond 

Dole 

Uvin 

Trible 

Domenici 

Long 

Warner 

Durenberger 

Lugar 

Weicker 

Eagleton 

Mathias 

Wilson 

Evans 

Matsunaga 

Zorinsky 

Elxon 

Mattingly 
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The  PRESroiNG  OFFICER.  The 
decision  of  the  Chair  does  not  stand  as 
the  Judgment  of  the  Senate. 

Mr.  CHILES.  Mr.  President.  I  move 
to  reconsider  the  vote. 

Mr.  BIDEN.  I  move  to  lay  the 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  HOLLINGS  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  South  Carolina. 

Mr.  HOLLINGS.  Mr.  President,  I 
apologize  for  talkii\g  too  long  today. 

It  is  the  intent  of  the  distinguished 
Senator  from  Wisconsin  and  myself  to 
move  to  a  motion  to  proceed. 

Mr.  FORD.  Mr.  President.  I  malce 
the  point  of  order  that  the  Senate  Ls 
not  in  order.  We  carmot  hear  the  dis- 
tinguished Senator  from  South  Caroli- 
na. 

The  PRESIDING  OFFICER.  The 
Senator  is  correct.  Those  Senators 
who  are  conversing  in  the  aisles  will 
please  retire  to  the  cloakroom. 

Mr.  HOLUNGS.  I  thank  the  Chair. 

Mr.  President,  it  is  our  intent  to 
move  to  a  motion  to  proceed  and  get  a 
rollcpll  vote  very  promptly. 

In  that  spirit,  I  ask  unanimous  con- 
sent that  the  following  documents  be 
printed  in  the  Record:  a  letter  from 
the  American  Bar  association,  which  I 
was  in  the  process  of  reading  this 
morning,  dated  August  11.  1986;  a 
letter  from  the  American  Bar  Associa- 
tion dated  September  24;  a  letter  from 
Public  Citizen.  Consumer  Federation 
of  America.  Consumer's  Union,  and 
the  U.S.  Public  Interest  Research 
Group,  dated  September  24;  a  letter 
from  the  American  Federation  of 
Labor  and  Congress  of  Industrial  Or- 
ganizations, dated  September  23.  1986, 
and  the  testimony  of  Ernest  Dubester; 
a  paper  entitled  "Fifteen  Fallacies  of 
Product  Liability  Reform." 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

American  Bar  Association, 
Washington.  DC,  August  11,  1986. 
Hon.  Strom  Thurmond, 
Chairman, 

Committee  on  the  Judiciary, 
U.S.  Senate, 
Washington,  DC. 

Dear  Mr.  Chairman:  It  is  our  understand- 
ing that  your  Committee  has  expressed  in- 
terest in  considering  the  proposed  "Product 
Liability  Reform  Act"  that  was  ordered  re- 
ported June  26.  1986,  from  the  Senate  Com- 
mittee on  Commerce,  Science  and  Transpor- 
tation. We  take  this  opportunity  to  tell  you 
of  our  strong  opposition  to  this  bill  or  any 
other  broad  federal  legislation  pre-empting 
state  product  liability  laws. 

The  American  Bar  Association  opposes 
such  legislation  because  it  believes  that  the 
area  of  tort  and  insurance  law  is  one  which 
traditionally  and  appropriately  has  been 
handled  at  the  state,  not  the  national,  level. 


Product  liability  laws  have  evolved  histori- 
cally from  the  common  law  developed  by 
state  courts  and  supplemented  by  state  leg- 
islation. This  gradual,  state-by-state  evolu- 
tion of  product  liability  law  attests  to  one  of 
the  basic  values  inherent  in  our  system  of 
federalism,  namely,  that  local  communities 
in  most  situations  are  best  able  to  regulate 
the  day-to-day  conduct  of  their  citizens  and 
are  in  the  best  position  to  address  their  spe- 
cific social  and  economic  needs. 

Broad  pre-emptive  legislation  such  as  the 
Commerce  Committee  proposal  would  intro- 
duce uncertainty  and  instability  in  the  area 
of  state  product  liability  laws— results  exact- 
ly contrary  to  the  stated  purpose  of  the  pro- 
posed legislation.  The  current  laws  in  each 
state  have  been  carefully  crafted  and  re- 
fined over  the  decades.  In  contrast,  a  new, 
untested  system  of  laws  would  inevitably 
result  in  a  rash  of  litigation  in  an  effort  to 
Interpret  it. 

We  have  given  serious  consideration  to 
"reform"  proposals  In  the  product  liability 
area  and  have  not  taken  a  position  of  blan- 
ket opposition  to  all  federal  legislation  in 
this  area.  We  would  support,  for  example, 
federal  legislation  dealing  with  occupational 
diseases  with  long  latency  periods,  when  the 
number  of  such  claims  and  the  liability  for 
such  damages  in  fact  threaten  the  solvency 
of  a  significant  number  of  manufacturers 
engaged  in  interstate  commerce,  and  the 
number  of  such  claims  has  become  clearly 
an  excessive  burden  on  the  judiciary.  Simi- 
larly, we  would  support  federal  legislation 
allocating  product  liability  risks  between 
the  federal  government  and  its  contractors 
and  providing,  in  certain  instances,  indemni- 
ty against  those  risks.  We  are  continuing  to 
study  this  whole  area  to  see  if  other  por- 
tions of  the  product  liability  laws  should  be 
appropriately  addressed  at  the  federal  level. 

However,  we  cannot  support  legislation 
which  would  sweep  aside  the  decades  of 
careful  legal  drafting  which  has  taken  place 
in  the  fifty  states  in  the  product  liability 
area  and  replace  it  with  a  sweeping  new  na- 
tional standard.  Such  federal  legislation 
may  seriously  impair  the  rights  of  those 
who  have  been  injured  and  the  consuming 
public  generally  by  introducing  great  uncer- 
tainty and  confusion  into  a  judicial  system 
that,  with  rare  exception,  has  been  working 
on  the  state  level  in  a  sound  and  rational 
way. 

We  urge  you  to  vote  against  the  Com- 
merce Committee  proposal  when  and  if  your 
Committee  considers  this  bill. 
Sincerely. 

William  W.  Falsgraf. 

Ab(£rican  Bar  Association. 
Governmental  Affairs  Office. 
Washington.  DC,  September  24,  1986. 
Re  S.  2760.  board  Federal  product  liability 

legislation. 

Dear  Senator:  Yesterday  on  the  Senate 
floor  during  debate  on  S.  2760.  Senator 
Kasten  stated  that  "most  lawyers  support 
some  kind  of  bill"  on  product  liability.  We 
believe  this  is  misleading. 

The  ABA.  with  a  membership  of  spproxi- 
mately  320,000  lawyers,  supports  federal  leg- 
islation in  two  discrete  areas  of  the  product 
liability  law.  However,  we  have  opposed 
broad  federal  product  liability  legislation 
such  as  S.  2760  since  February  1981  when 
the  ABA  went  on  record  against  such  pro- 
posals. 

In  February  1983.  the  ABA's  House  of 
Delegates  reconsidered  the  matter  and 
voted  by  a  substantial  majority  to  reaffirm 
its  earlier  position  of  opposition  to  broad 


federal  preemptive  product  liability  legisla- 
tion. At  that  time,  it  also  voted  to  approve 
two  recommendations  supporting  federal  at- 
tention in  two  limited  areas:  litigation  in- 
volving certain  latent  occupational  diseases, 
and  the  question  of  how  to  allocate  liability 
risks  between  the  federal  government  and 
its  contractors. 

The  approximately  380-member  ABA 
House  of  Delegates,  which  is  carefully  struc- 
tured to  represent  all  aspects  of  the  Bar, 
thoroughly  studied  all  facets  of  this  matter 
before  making  its  decisions  on  this  issue  in 
1981  and  1983. 

Operating  in  a  manner  similar  to  the  U.S. 
Congress,  our  House  of  Delegates  is  the  leg- 
islative body  for  the  ABA.  The  House  of 
Delegates  represents  not  only  various 
groups  within  the  Association  but  also  the 
legal  profession  as  a  whole.  Its  membership 
is  made  up  of  delegates  elected  by  Associa- 
tion members  in  each  state,  delegates  from 
every  state  bar  association,  the  larger  local 
bar  associations,  other  national  organiza- 
tions of  the  legal  profession  and  delegates 
elected  by  the  ABA  Assembly  and  the  ABA 
Sections. 

Enclosed  is  a  letter  from  our  Immediate- 
Past  President  setting  forth  our  reasons  for 
opposing  broad  Federal  product  liability  leg- 
islation. 

Sincerely. 

Robert  D.  Evans. 

September  24,  1986. 
Dear  Senator:  We  are  writing  to  clarify 
the  consumer  organizations'  position  on  the 
product  liability  legislation  currently  pend- 
ing before  the  Senate.  Contrary  to  the 
claims  of  some  proponents  of  S.  2760,  we 
continue  to  find  that  numerous  provisions 
of  the  bill  and  of  the  Kasten  substitute- 
even  without  caps  on  recoveries— would  evis- 
cerate vital  consumer  protections  of  current 
product  liability  law. 

Like  S.  2760.  the  Kasten  substitute  would 
tip  the  balance  of  current  law  firmly  against 
consumers  by  denying  victims  adequate 
compensation  and  weakening  incentives  to 
produce  safe  products.  Specifically,  both 
proposals  would: 

partially  repeal  the  doctrine  of  joint  and 
several  liability  and  thus  deny  some  victims 
who  happened  to  be  injured  by  more  than 
one  wrongdoer  the  full  compensation  to 
which  they  were  legally  entitled: 

offer  some  manufacturers,  particularly 
general  aviation  and  pharmaceutical  manu- 
facturers, unjustifiable  protection  from  pu- 
nitive damages: 

limit  the  liability  of  sellers  of  dangerous- 
ly defective  products  notwithstanding  the 
crucial  role  that  product  sellers  play  in 
bringing  products,  both  safe  and  unsafe,  to 
the  market; 

preclude  absolutely  people  injured  by 
faulty  equipment  more  than  25  years  old 
from  recovering  anything  at  all  for  their  in- 
juries. 

Our  goal  has  long  been  to  provide  consum- 
ers injured  by  dangerously  defective  prod- 
ucts fair  compensation  in  a  speedy  and  effi- 
cient way.  Unfortunately,  the  Kasten  sub- 
stitute would  not  create  an  effective  mecha- 
nism for  meeting  these  goals. 

Thank  you  for  your  consideration  in  this 
matter. 

Joseph  Goffman. 
Staff      Attorney. 
Public  Citizeiu 
Gene  Kimmelman. 
Legislative  Director, 
Consumer    Federa- 
tion of  America. 
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Linda  Lipsem, 
Legislative    Counsel, 
Consumers  Union. 
Pamela  Gilbert, 
Stajf  Attorney.    U.S. 
Public  Interest  Re- 
search Group. 

APIx-CIO. 
Department  of  Legislation, 
Washington,  DC,  September  23,  1986. 

Dear  Senator:  On  behalf  of  the  AFL-CIO 
I  urge  to  oppose  S.  2760,  the  so-called 
"Product  Liability  Refonn  Act",  which  is  on 
the  Senate  floor  this  week.  There  may  be 
votes  either  on  a  motion  to  proceed  or  on  a 
petition  to  invoke  cloture  which  the  AFL- 
CIO  would  also  urge  you  to  oppose. 

The  subject  of  product  liability  is  of  pro- 
found importance  to  working  men  and 
women  and  therefore  to  the  labor  move- 
ment. Every  year,  thousands  of  workers 
suffer  occupational  injuries  or  diseases  as  a 
result  of  working  on  unsafe  machinery  or 
with  toxic  substances. 

Many  of  these  workers  have  found  that 
product  liability  litigation  affords  their  only 
recourse  for  full  redress  for  their  injuries. 
For  this  reason,  any  change  in  product  li- 
ability law  that  would  impair  the  ability  of 
injured  persons  to  be  made  whole  for  the 
losses  they  suffer  would  strike  a  severe  blow 
at  American  workers. 

In  May  of  this  year,  the  Executive  Council 
of  the  AFL-CIO  issued  a  statement  on  Li- 
ability Insurance  and  Tort  Law  which  called 
upon  Congress  to  adopt  comprehensive  and 
balanced  reforms  designed  to  protect  both 
consumers  and  providers  of  safe  goods  and 
services.  S.  2760.  in  our  judgment,  is  not 
such  a  measure. 

To  the  contrary,  S.  2760  is  a  one-sided  ap- 
proach that  would  undermine  the  two  prin- 
ciple functions  which  the  product  liability 
system  should  serve— namely,  to  provide 
fair  and  timely  recompense  to  individuals 
who  are  harmed  by  unsafe  products  and  to 
impose  economic  disincentives  that  induce 
manufacturers  to  act  responsibly.  This  is  es- 
pecially evidenced  by  the  so-called  "expedit- 
ed settlement  system"  contained  in  Title  II 
of  the  bill.  In  our  view,  the  settlement 
scheme  would  benefit  only  the  least  deserv- 
ing plaintiffs  and  those  manufacturers  who 
have  inflicted  the  most  grievous  injuries. 
The  tort-law  reforms  contained  in  Title  III 
add  to  the  bill's  imbalance. 

There  is  an  additional  respect  in  which  S. 
2760  fails  to  deal  with  one  of  the  fundamen- 
tal problems  currently  confronting  the 
product  liability  system.  Thus,  the  bill  does 
not  meaningfully  address  the  responsibility 
of  the  insurance  industry  for  the  so-called 
liability  insurance  problem.  As  suggested, 
our  Executive  Council  Statement  expressed 
the  AFL-CIO's  willingness  to  entertain  pro- 
posals for  modest  and  sensible  reforms  in 
the  tort  system  only  if  such  reforms  are 
part  of  a  balanced  package  which  includes 
fuller  regulation  of  the  rates  charged  by  in- 
surers, aimed  at  producing  a  workable  liabil- 
ity system. 

Finally,  S.  2760  is  deficient  in  our  view  be- 
cause it  does  not  contain  provisions  for  de- 
termining cause  and  providing  compensa- 
tion to  workers  who  incur  occupational  dis- 
eases related  to  toxic  substance  exposure. 
Any  balanced  and  comprehensive  effort  to 
reform  the  product  liability  system  should 
adequately  deal  with  the  increasingly  seri- 
ous problem  of  toxic  injuries. 

For  these  reasons,  the  AFL-CIO  urges  you 
to  oppose  S.  2760  and  to  oppose  any  proce- 


dural efforts  designed  to  expedite  consider- 
ation of  this  bill. 
Sincerely, 

Robert  M.  McGlotten, 

Director. 
Testimony  of  Ernest  Dubester,  Legisla- 
tive Representative,   American  Federa- 
tion OF  Labor  and  Congress  of  Industri- 
al Organizations,  Before  the  Senate  Ju- 
diciary Committee  on  S.  2760,  the  Prod- 
uct Liability  Reform  Act 
Mr.  Chairman,  the  AFL-CIO  appreciates 
this  opportunity  to  state  its  opposition  to  S. 
2760,     the     so-called     "Product     Liability 
Reform  Act"  that  the  Senate  Commerce 
Committee  has  reported. 

The  subject  of  product  liability  is  of  pro- 
found importance  to  working  men  and 
women  and  therefore  to  the  labor  move- 
ment. Every  day,  thousands  of  workers  are 
injured  and  killed  in  the  workplace  as  a 
result  of  defects  in  the  products— principal- 
ly the  machinery  and  equipment— with 
which  they  work.  And  every  day  thousands 
of  workers  inhale,  ingest,  or  absorb  toxic 
chemicals  that  permeate  the  air  in  which 
they  work,  resulting  in  occupational  dis- 
eases. 

In  theory,  the  workers'  compesation 
system  exists  to  provide  fair  recompense  to 
such  workers  and  their  families,  and  the  Oc- 
cupational Safety  and  Health  Act  exists  to 
assure  e^h  worker  "safe  and  healthful 
working  conditions."  But  in  practice,  state 
workers'  compensation  laws  provide  inad- 
equate relief  to  those  suffering  traumatic 
injuries  and  little  or  no  relief  to  those  suf- 
fering illnesses  associated  with  exposures  to 
toxic  substances.  And  in  practice,  the  Occu- 
pational Safety  and  Health  Administration 
has  defaulted  on  its  duty  to  protect  workers' 
safety  and  health,  especially  during  the  past 
six  years. 

Because  of  these  developments,  many 
workers  have  found  their  only  recourse  for 
full  redreiK  for  their  injuries  to  be  product 
liability  litigation.  Indeed,  studies  indicate 
that  up  to  half  of  the  money  paid  for  prod- 
uct liability  claims  goes  to  workers  who 
have  been  injured  on  the  job.  Accordingly, 
any  change  in  product  liability  law  that 
would  repair  the  ability  of  injured  persons 
to  be  made  whole  for  the  losses  they  suffer 
would  strike  a  severe  blow  at  the  American 
worker. 

At  the  same  time,  millions  of  workers  are 
employed  by  product  manufacturers,  and  all 
workers  are  consumers  of  goods  made  by 
such  manufacturers.  Given  current  legal  re- 
alities, most  product  manufacturers  have 
concluded  that  to  stay  in  business  they 
must  be  able  to  obtain  adequate  levels  of  li- 
ability insurance  at  affordable  prices.  Re- 
cently, the  insurance  industry  has  ceased  of- 
fering adequate  levels  of  product  liability  in- 
surance at  any  price,  or  has  set  the  cost  of 
such  insurance  of  prohibitively  high  prices. 
These  developments  in  the  product  liabil- 
ity area  paralleled  developments  in  the  area  of 
liability  insurance  generally.  No  sector  of 
the  economy  has  been  spared  the  effects  of 
the  insurance  industry's  actions.  The  Ameri- 
can worker  and  consumer  have  been  the  ul- 
timate victims  of  these  developments. 

In  May  of  this  year,  the  Executive  Council 
of  the  AFL-CIO  issued  a  Statement  of  Li- 
ability Insurance  and  Tort  Law  which  sets 
forth  in  detail  our  position  on  these  critical 
subjects.  That  Statement  recognizes  that 
the  causes  of  the  current  situation  with  re- 
spect to  liability  insurance  are  'multiple 
and  complex "  and  that,  while  "the  insur- 
ance industry  must  accept  the  major  re- 
sponsibility." the  "tort  system  has  contrib- 


uted to  the  cost  of  Insurance"  as  well.  The 
Statement  therefore  called  for  "comprehen- 
sive and  balanced  reforms"  of  a  "multi-fac- 
eted" nature  designed  to  "accommodate  the 
legitimate  yet  conflicting  interests  of  pro- 
viders and  of  injured  persons." 

The  bill  reported  by  the  Senate  Com- 
merce Committee  is  not  such  a  measure.  It 
is,  rather,  the  sort  of  ""one-sided  approach" 
which  the  AFL-CIO  Executive  Council's 
Statement  rightly  warns  "will  only  exacer- 
bate, rather  than  alleviate,  the  present 
problem."  That  is  expecially  true  with  re- 
spect to  the  so-called  ""expedited  settlement 
system"  contained  in  Title  II  of  the  bill,  al- 
though it  is  also  true  with  respect  to  the 
tort-law  reforms  contained  in  Title  III.  Be- 
cause the  settlement  system  forms  the 
heart  of  the  Commerce  Committee's  bill,  we 
wish  to  focus  our  comments  on  that  system. 
The  Commerce  Committee's  report  ac- 
companying S.  2760  states  that  "Title  II  of 
the  bill  establishes  a  scheme  for  expedited 
settlement  of  product  liability  claims  .  .  . 
based  on  incentives  for  settlement  that  will 
reduce  the  delays,  excessive  transaction 
costs,  and  uncertainties  associated  with 
such  claims."'  In  truth,  however.  Title  II 
does  not  add  anything  to  the  benefits  that, 
in  the  nature  of  things,  the  parties  to  litiga- 
tion inherently  derive  from  reaching  a  mu- 
tually-satisfactory resolution  of  a  case. 
What  Title  II  does  instead  to  "encourage" 
settlements  is  to  establish  penalties  for 
those  who  reject  a  settlement  offer  if  the 
offer  meets  certain  specifications.  And  it  is 
the  one-sided  nature  of  these  penalties  and 
these  s|}ecifications  that  make  the  bill  so 
imbalanced  and  unfair. 

The  requisites  for  a  settlement  offer 
whose  rejection  will  trigger  Title  lis  sanc- 
tions are  set  forth  in  section  201  of  the 
Commerce  Committee's  bill.  That  section 
states  that  an  injured  person  may  only 
demand  by  way  of  settlement— and  all  that 
a  manufacturer  need  offer— is  payment  for 
net  economic  loss  and,  in  the  most  serious 
cases  of  intangible  injury,  payment  of 
$100,000  in  general  damages.  In  contrast, 
under  persent  law,  a  wrongdoer  manufactur- 
er is  not  the  payor  of  last  resort  for  econom- 
ic injury  but  is  liable  for  the  full  amount  of 
such  injury  the  manufacturer  causes,  with- 
out regard  to  whether  the  injured  individual 
has  some  other  source  of  payment.  More- 
over, in  most  jurisdictions,  the  manufactur- 
er is  also  liable  for  the  full  amount  of  the 
intangible  or  non-economic  injury  the  man- 
ufacturer inflicts,  without  any  arbitrary 
cap. 

What  this  means,  then,  as  the  minority 
views  to  the  Commerce  Committee's  report 
demonstrate,  is  that  almost  invariably,  a 
Title  II  settlement  offer  will  represent  a 
small  fraction  of  the  manufacturer's  actual 
exposure.  Thus,  the  only  plaintiffs  who  are 
likely  to  have  any  interest  in  inducing  a 
manufacturer  to  settle  on  Title  lis  terms 
are  plaintiffs  who  would  be  the  least  likely 
to  recover  in  court  because  of  some  serious 
flaw  in  the  plaintiffs  claim  of  liability. 
These  are  the  least  deserving  plaintiffs.  In 
contrast,  manufacturers  are  often  likely  to 
desire  to  coerce  a  plaintiff  to  accept  a  Title ' 
II  settlement,  especially  in  cases  in  which 
the  manufacturer's  misdeeds  have  inflicted 
grave  harm  and  in  which  the  manufactur- 
er's potential  liability  is  especially  high. 

It  is  at  this  point  that  the  one-sidedness  of 
the  sanctions  for  refusing  a  Title  II  settle- 
ment offer,  as  set  forth  in  sections  203  and 
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204  of  the  Conunlttee's  bill,  becomes  so  sig- 
nificant. The  penalties  for  a  plaintiff  who 
rejects  such  an  offer  are  severe  in  the  ex- 
treme. Such  a  plaintiff  forfeits  his  claim  for 
compensation  for  any  economic  loss  for 
which  the  plaintiff  received  reimbursement 
from  another  source,  such  as  from  insur- 
ance the  plaintiff  purchased,  or  from  a  gov- 
ernment social  welfare  program.  In  addi- 
tion, a  plaintiff  who  rejects  a  Title  II  settle- 
ment also  forfeits  his  claim  for  any  non-eco- 
nomic or  general  damages  in  excess  of 
$50,000  in  all  but  the  most  serious  of  cases, 
and  in  excess  of  $250,000  in  such  cases. 

In  other  words,  in  most  cases,  the  maxi- 
mum amount  of  compensatory  damages 
that  a  plaintiff  who  refuses  a  Title  II  settle- 
ment offer  will  be  able  to  recover  will  be 
$50,000  more  than  the  offer:  in  cases  of  es- 
pecially grave,  non-economic  injury— such 
as  cases  involving  the  death  of  a  parent  or 
child,  or  the  loss  of  a  bodily  function  lilie 
sight,  sound,  or  motion— the  maximum  com- 
pensatory recovery  will  be  $150,000  more 
than  the  settlement  offer.  Given  how  rela- 
tively little  can  be  won  by  a  plaintiff  who  re- 
jects a  Title  II  offer  and  then  prevails  in 
court,  the  offer  will  truly  be  one  that  most 
plaintiffs  cannot  refuse. 

In  contrast,  the  [>enalties  imposed  upon 
manufacturers  who  reject  Title  II  settle- 
ment offers  from  plaintiffs  are  modest, 
indeed.  Whereas  a  plaintiff  who  rejects  a 
proper  offer  is  penalized  even  if  the  plain- 
tiff is  fully  vindicated  in  the  ensuing  litiga- 
tion, a  manufacturer  who  refuses  an  offer 
will  suffer  a  sanction  only  if  the  manufac- 
turer eventually  is  required  to  pay  to  the 
plaintiff  damages  that  exceed  more  than 
the  settlement  offer.  Moreover,  even  in  that 
case,  the  sanctions  are  weak. 

In  earlier  drafts  of  S.  2760  that  were  circu- 
lated during  the  Commerce  Committee's  de- 
liberations, the  Commerce  Committee  con- 
sidered requiring  manufacturers  who  insist 
on  litigating  and  who  are  found  liable  to 
pay  the  plaintiff's  attorneys  fees,  interest  at 
a  high  rate  (2%  per  month)  on  the  judg- 
ment awarded,  and  also  to  pay  liquidated 
damages  up  to  double  the  judgment.  The 
Committee  also  considered  relaxing  the  sub- 
stantive rules  of  law  for  imposing  liability 
on  manufacturers  who  force  litigation.  How- 
ever, in  the  bill  the  Commerce  Committee 
has  reported,  the  only  sanction  that  re- 
mains on  the  nonsettling  manufacturer  is 
payment  of  fees  to  the  plaintiff's  attorney, 
calculated  on  an  hourly  fee  basis  without 
regard  to  the  risk  the  attorney  assumed,  in 
taking  the  case,  that  the  attorney  would  re- 
ceive no  compensation.  And  even  this  sanc- 
tion is  diluted  by  placing  a  $100,000  ceiling 
on  the  manufacturer's  liability  and  by  man- 
dating a  reduction  in  liability  for  fees  if  the 
manufacturer  "had  a  reasonable  basis  for 
rejecting  the  offer  of  settlement."  In  sum. 
the  most  that  a  manufacturer  can  be  penal- 
ized for  rejecting  a  Title  II  settlement  offer 
is  $100.000— a  relatively  small  amount  for 
most  manufacturers— and  it  is  extremely 
unlikely  that  the  penalty  will  ever  reach 
even  that  level. 

The  short  of  the  matter  is  simply  this. 
Few  victims  of  defective  products  are  likely 
to  want  to  submit  Title  II  settlement  offers 
because  of  the  rigid  limits  on  what  can  be 
included  in  such  offers,  and  few  manufac- 
turers who  receive  such  offers  are  likely  to 
feel  constrained  to  accept  the  offer  because 
of  the  weak  sanctions  placed  upon  manufac- 
turers who  refuse.  Many  wrongdoing  manu- 
facturers, however,  are  likely  to  make  Title 
II  offers  in  order  to  obtain  a  cheap  settle- 
ment—especially  where   the  manufacturer 


has  caused  grievous  injury— and  most  vic- 
tims who  receive  such  an  offer  are  likely  to 
be  bludgeoned  into  submission  because  the 
stiff  sanctions  for  litigating  all  but  elimi- 
nate any  possible  gain  from  continuing  to 
litigate.  We  submit,  therefore,  that  by  any 
definition,  this  is  a  one-sided  and  imbal- 
anced  settlement  system. 

There  is  one  further,  and  perhaps  even 
more  fundamental  resi>ect,  in  which  the  set- 
tlement system  which  forms  the  heart  of 
the  Commerce  Committee's  bill  is  one-sided; 
it  treats  with  only  one  aspect  of  the  multi- 
faceted  problems  currently  confronting  the 
product  liability  system.  The  Committee's 
bill  does  nothing  of  substance  to  address  the 
responsibility  of  the  insurance  industry  for 
those  problems.  Yet  as  we  noted,  the  insur- 
ers bear  a  large  measure  of  blame  for  what 
has  been  happening  to  the  cost  and  avail- 
ability of  liability  insurance.  And  we  believe 
that  the  federal  government  has  an  active 
role  to  play  in  monitoring  the  insurance  in- 
dustry and  in  developing  a  set  of  basic  regu- 
latory requirements  for  state  regulators  to 
follow  with  respect  to  the  industry. 

In  this  regard,  the  Commerce  Committee's 
bill  should  be  contrasted  with  laws  recently 
enacted  by  the  Florida  and  New  York  legis- 
latures. Those  bodies  have  enacted  statues- 
each  quite  different  from  the  other— which 
make  substantial  modifications  in  the  tort 
law.  Those  laws,  however,  couple  these  tort- 
law  amendments  with  effective  regulation 
of  the  insurance  industry,  including  manda- 
tory premium  reductions,  ceilings  on  rate  in- 
creases, and  protections  against  arbitrary 
cancellations  of  insurance.  Although  we  by 
no  means  agree  with  all  of  the  tort  modifi- 
cations made  by  these  laws,  the  labor  move- 
ment in  those  states  nonetheless  joined  in 
supporting  the  enactment  of  these  balanced 
measures. 

Our  point  in  noting  the  Florida  and  New 
York  laws  is  not  that  federal  legislation  in 
this  area  is  necessarily  inappropriate:  we  re- 
peatedly have  made  clear  that  we  hold  the 
opposite  view.  But  at  a  time  when  the  states 
are  beginning  to  find  ways  of  developing 
balanced  measures  that  address  all  of  the 
relevant  interests  and  considerations,  it 
would  be  most  tragic  if  the  federal  govern- 
ment were  to  lead  in  the  opposite  direction 
by  enacting  a  regressive  and  one-sided  law 
like  S.  2760. 

For  these  reasons,  the  AFL-CIO  opposes 
passage  of  the  Commerce  Committee's  bill 
and  we  urge  this  Committee  to  do  all  within 
its  power  to  prevent  that  bill  from  being  en- 
acted. 

Fifteen  Fallacies  of  Products  Liability 
"Reform" 
abstract 

Products  liability  "reform"  is  supported 
by  manufacturers  of  defective  products  and 
the  liability  insurance  industry.  As  the  ones 
who  stand  to  gain  from  the  limitation  of  the 
rights  of  their  victims,  they  have  built  their 
proposed  "reforms"  on  a  series  of  fifteen 
basic  fallacies: 

(a)  The  Fallacy  of  the  Insurance  "Crisis." 

(b)  The  Fallacy  of  the  'Litigation  Explo- 
sion." 

(c)  The  Fallacy  of  Excessive  Jury  Awards. 

(d)  The  Fallacy  of  Lack  of  Uniformity. 

(e)  The  Fallacy  of  LiabUity  Without 
Fault. 

(f)  The  Fallacy  of  Liability  for  Unforesee- 
able Injury. 

(g)  The  Fallacy  of  Lower  Litigation  Costs. 


Footnotes  at  end  of  article. 


(h)  The  Fallacy  of  Expediting  Products 
Cases. 

(f)  The  Fallacy  of  Double  Recovery. 

(j)  The  Fallacy  of  Windfalls  in  Future 
Damages  Awards. 

(k)  The  Fallacy  of  the  "Deep  Pocket." 

(1)  The  Fallacy  of  Excessive  "Transaction 
Costs." 

(m)  The  Fallacy  of  Fairness. 

(n)  The  Fallacy  of  "Reform." 

The  greatest  fallacy  of  all  is  the  use  of  the 
word  "reform."  Rather  than  reform,  these 
proposals  will  bring  chaos  and  confusion  to 
our  courts  and  despair  to  the  lives  of  seri- 
ously injured  victims  of  defective  products. 
This  pamphlet  describes  these  fifteeen  fal- 
lacies and  the  adverse  effects  of  pending 
products  liability  "reform"  proposals  on  our 
current  system  of  American  justice. 

(a)  The  Fallacy  of  the  Insurance 
"Crisis."— In  the  report  of  the  Administra- 
tion's "Tort  Policy  Working  Group."  they 
state  that  "the  property-casualty  industry 
in  the  past  two  years  has  suffered  signifi- 
cant underwriting  losses."  '  The  truth  of 
the  matter  Is  shown  in  a  recent  report  of 
the  United  States  General  Accounting 
Office '  which  concluded  that,  during  the 
past  10  years,  the  property /casualty  insur- 
ance industry  "had  a  net  gain  of  about  $75 
billion"  ^  and  was  expected  to  experience  a 
"net  gain  before  taxes  of  more  than  $90  bil- 
lion over  the  years  1986-1990. "  ♦  The  only 
crisis  that  the  insurance  industry  is  really 
suffering  is  a  "credibility  crisis."  » 

Additional  evidence  of  the  fallacy  of  this 
alleged  insurance  crisis  can  be  found  in 
what  Wall  Street  analysts  call  "the  long 
bull  market  in  property  and  casualty 
stocks." « 

Since  June  of  1984.  the  stock  price  index 
for  property  and  casualty  insurance  stocks 
has  almost  doubled,  outperforming  the 
Standard  and  Poor  500  Stock  Index  by  a 
substantial  margin.^ 

Wall  Street  analysts  are  predicting  "ex- 
plosive industry-wide  earnings  gains "  as  a 
virtual  certainty  in  1986.' 

One  element  in  their  predicted  'bullish 
scenario" '  is  the  monumental  rate  hikes  of 
1985.'" 

Another  is  the  expected  boost  in  bulging 
insurance  industry  earnings  from  pending 
"tort  reform  proposals."  ' ' 

(b)  The  Fallacy  of  the  "Litigation  Explo- 
sion."—The  Administration's  Tort  Policy 
Working  Group  claims  that  "in  the  past 
decade  there  has  been  a  veritable  explosion 
of  tort  liability  in  the  United  States."  " 

However,  a  recent  study  by  the  National 
Center  for  State  Courts  found  no  evidence 
of  a  "litigation  explosion"  in  state  trial 
courts  in  the  United  States:  " 

"Careful  examination  of  current  available 
trial  court  data  relating  to  tort,  contract, 
real  property  rights  and  small  claims  cases, 
from  a  representative  group  of  state  courts, 
provides  no  evidence  to  support  the  exist- 
ence of  a  national  "litigation  explosion'  in 
state  trial  courts  during  the  1981-1984  time 
period."  •• 

According  to  this  study,  the  increase  in 
tort  litigation  roughly  approximates  the  in- 
crease in  total  population: 

.  .  For  the  entire  period  1978-84,  total 
tort  filings  increased  by  nine  percent,  but 
the  population  also  increased  by  eight 
percent."  "•* 

This  study  concludes  with  the  observation 
that  "the  often  cited  litigation  explosion 
.  .  .  appears  to  be  exaggerated. .  .  ."  ' " 

Another  study  has  concluded  that  the 
number  of  lawsuits  filed  per  capita  has  re- 
mained constant  since  1959." 
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(c)  The  FaUacy  of  Excessive  Jury 
AtDards.—ln  Introducing  the  Administra- 
tion's proposed  Product  Liability  Reform 
Act  on  April  30,  1986,  Senator  Kasten  said: 
".  .  .  The  provisions  in  this  legislation 
result  from  the  report  of  the  President's 
Tort  Policy  Working  Group  issued  this  past 
February.  .  . 

"The  worlcing  group  found  that  In  the 
past  decade  there  had  been  a  veritable  ex- 
plosion in  tort  liability  in  the  United  States. 
Between  1974  tmd  1985.  .  .,  the  average  jury 
verdict  in  product  liability  cases  increased 
from  under  $400,000  to  over  $1.8  million."" 
When  questioned  about  these  statistics  in 
Senate  Commerce  Committee  hearings  by 
Senator  Ernest  F.  Hollings  of  South  Caro- 
lina, Assistant  Attorney  General  Richard  K. 
Willard  admitted  that  one  of  the  primary 
sources  for  the  worliing  group's  "statistics" 
was  Jury  Verdict  Research,  Inc.,  of  Solon. 
Ohio.'*  Mr.  Willard  further  admitted  that 
there  were  "limitations  on  the  methodolo- 
gy" used  by  Jury  Verdict  Research,"  that 
their  statistics  were  not  scientific,"  and 
that  their  statistics  are  gathered  from  news- 
paper clippings  and  other  similar  sources: 

"Senator  Hollimgs.  Well,  how  do  they 
gather  it?  That  is  what  I'm  asking. 

"Mr.  Willard.  They  gather  it  from  people 
who  write  in  and  report  it  to  them,  from 
newspaper  clippings,  from  a  variety  of  serv- 
ices. 

"Senator  Hollings.  Come  on  now,  you  are 
an  Attorney  General.  You  are  not  going  to 
come  up  and  testify  about  newspaper  clip- 
pings. 

"Mr.  Willard.  Well,  Senator,  we  do  not 
use  Jury  Verdict  Research,  Inc.,  statistics  as 
being  accurate  as  to  absolute  data  as  to  av- 
erage jury  verdicts."" 

Despite  this  admission.  President  Reagan 
told  the  American  Tort  Reform  Association 
ten  days  later  that,  "Between  1975  and  1985, 
the  average  award  In  a  products  liability 
case  quadrupled,  to  some  $1.8  million."" 

Whether  the  President  knew  better,  or 
was  misinformed,  history  does  not  yet 
record.  Whichever,  is  true,  it  is  clear  to  us 
that  products  liability  "reformers"  have 
used  their  concocted  statistics  much  as  a 
drunken  man  uses  lamp  posts:  "for  support 
rather  than  illumination."" 

The  fact  is,  there  are  no  accurate,  compre- 
hensive statistics  on  jury  verdicts  in  prod- 
ucts cases.*" 

In  South  Carolina,  we  have  taken  steps  to 
fill  this  void  by  establishing  the  South  Caro- 
lina Jury  Verdict  Research  Project.*' 

This  project  is  being  conducted  by  the 
University  of  South  Carolina  School  of  Law 
and  will  catalog  and  report  all  jury  verdicts, 
in  both  state  and  federal  courts  in  South 
Carolina  for  the  past  ten  years. 

A  preliminary  feasibility  study  showed 
that  during  the  last  five  years  there  were  no 
state  court  products  verdicts  in  the  largest 
county  in  South  Carolina**  in  excess  of 
$100,000." 

That's  a  far  cry  from  an  average  verdict  of 
$1.8  million. 

"The  argument  that  jury  verdicts  and  ex- 
panded tort  doctrine  contributed  to  the 
product-liability  'Crisis'  lacks  substance. 
Complaints  about  the  excessive  generosity 
of  jurors  in  products  cases  collapse  under 
the  weight  of  the  available  data,  .  .  ."«* 

The  same  conclusions  hold  true  with  re- 
spect to  punitive  damages. 

Preliminary  findings  from  a  recent  study 
by  the  American  Bar  Foundation  indicate 
that  "punitive  damage  awards  are  not  rou- 
tine", are  not  typically  given  in  excessive 
amounts,  and  are  rarely  awarded  in  product 
liability  cases." 


In  addition,  under  the  longstanding 
common  law  procedure  that  Lord  Coke 
refers  to  as  a  "wise  distribution  of  power"  in 
which  "the  judge  and  jury  are  a  check  upon 
each  other",**  the  trial  judge  has  both  the 
power  and  the  duty  to  set  aside  or  reduce  " 
the  timount  of  any  verdict  which  the  trial 
judge  considers  to  be  excessive. 

"As  a  general  rule,  the  fact  that  the  jury 
.  .  .  have  given  excessive  damages  is  ground 
for  a  new  trial,  and  the  trial  court  has  both 
the  power  and  the  duty,  where  a  new  trial  is 
sought  on  this  ground,  to  determine  whethr 
er  the  damages  awarded  to  plaintiff  are  ex- 
cessive so  as  to  warrant  a  new  trial."** 

For  those  who  are  interested  in  learning 
the  whole  truth  of  the  matter,  there  are  no 
less  than  21  recent  Annotations  on  the  sub- 
ject." 

(d)  The  Fallacy  of  Lack  of  Uniformity.— 
The  three  legal  theories  upon  which  almost 
aU  products  cases  are  based  are  (a)  negli- 
gence, (b)  breach  of  implied  warranty,  and 
(c)  liability  for  manufacture  and  sale  of  de- 
fective and  unreasonably  dangerous  prod- 
ucts.'" The  principle  that  a  product  manu- 
facturer is  responsible  for  personal  injury  or 
death  caused  by  negligent  design  and  manu- 
facture of  defective  products  is  uniformly 
applied  in  all  50  states." 

Virtually  all  states  currently  impose  liabil- 
ity on  manufacturers  for  injuries  caused  by 
their  negligent  failure  to  warn  consumers  of 
the  dangerous  nature  or  condition  of  their 
products.'* 

The  Uniform  Commercial  Code,  adopted 
on  all  50  states,  provides  that  manufactur- 
ers shall  be  liable  to  consumers  for  injuries 
resulting  from  breach  of  an  implied  warran- 
ty that  their  products  are  reasonably  fit  for 
the  purpose  for  which  they  are  Intended." 

Forty-six  of  50  states  apply  the  principle 
that  a  manufacturer  is  liable  to  the  ultimate 
consumer  for  personal  injury  and  death 
caused  by  the  defective  and  unreasonably 
dangerous  nature  of  its  products.'* 

These  are  the  basic,  underlying  principles 
of  products  liability.  To  say  that  there  is 
lack  of  uniformity  here  is  flagrantly  false. 

(e)  The  Fallacy  of  Liability  Without 
Fault— One  of  the  unfounded  claims  most 
often  repeated  by  the  liability  insurance  in- 
dustry is  that  existing  products  liability  law 
imposes  liability  without  fault."  In  making 
this  claim,  they  refer  to  the  provisions  of 
1I402A  of  the  Restatement  of  Torts,  2d  by 
the  American  Law  Institute  which  is  com- 
monly called  "strict  liability"." 

Strict  liability,  however,  is  not  absolute  li- 
ability." 

It  applies  only  in  cases  where  the  injured 
consumer  proves  that  the  product  in  ques- 
tion is  defective  and  unreasonably  danger- 
ous." 

How,  you  may  ask,  can  a  product  manu- 
facturer who  produces  a  defective  and  un- 
reasonably dangerous  product  be  without 
fault?" 

The  question  answers  itself. 

(f )  The  Fallacy  of  Liability  for  Unforesee- 
able iTijury.— Another  of  the  more  popular 
claims  of  the  products  liability  reformers  is 
that,  under  existing  law,  manufacturers  are 
held  liable  for  unforeseeable  product-relat- 
ed injury.*" 

This  is  simply  not  the  case.  Under  existing 
law,  the  injured  victim  must  prove,  not  just 
one,  but  three  types  of  foreseeabUity:  (1) 
that  the  risk  of  harm  was  reasonably  fore- 
seeable, (2)  that  the  use  to  which  the  prod- 
uct was  put  was  reasonably  foreseeable,  and 
(3)  that  the  injured  party  fell  within  the 
class  of  reasonably  foreseeable  victims.*' 

Liability  based  on  the  manufacturer's  neg- 
ligent failure  to  warn  of  the  dangerous 


nature  of  its  product  requires  proof  of  rea- 
sonable foreseeabUity.** 

Liability  for  breach  of  Implied  warranty 
also  requires  proof  that  the  damages  were 
the  "natural"  or  foreseeable  results  of  the 
product  defect.*'  and  the  same  foreseeabi- 
llty  requirement  applies  to  an  action  based 
on  "strict  liability"  for  defective  and  unrea- 
sonably dangerous  products.** 

In  our  experience,  product  manufacturers 
will  claim  that  almost  any  product  injury 
was  unforeseeable. 

Automobile  manufacturers  will  claim  that 
gasoline  tank  explosions  from  rear-end  colli- 
sions are  unforeseeable. 

Power  press  manufacturers  will  claim  that 
amputation  of  workers'  hands  In  the  un- 
guarded jaws  of  the  press  are  tmf  oreseeable. 

Crane  manufacturers  will  claim  that  elec- 
trocutions from  contact  with  high  voltage 
power  lines  are  unforeseeable.  Yet.  how  can 
these  documented  dangers  be  unforeseeable 
if  they  have  happened  thousands  of  ttaes 
before? 

The  majority  of  the  claims  that  product 
manufacturers  are  held  liable  for  unforesee- 
able product  related  Injury  come  from  man- 
ufactures who  have  unsuccessfully  argued 
that  position  before  juries  who  found  other- 
wise. Their  disgruntled  complaints  lend  sup- 
port to  the  old  maxim:  "He  who  feels  the 
halter  draw  has  a  [>oor  opinion  of  the 
law."*' 

(g)  The  Fallacy  of  Lower  Litigation 
Costs.— The  claim  of  the  products  liability 
"reformers"  that  their  proposed  legislation 
will  result  In  lower  litigation  cost  is  another 
unfounded  contention.*"  The  exact  opposite 
win  Inevitably  occur.  Abolition  of  joint  and 
several  liability  will  result  in  multiple  de- 
fendants in  almost  all  products  cases.*'' 
Caps  on  recoveries  of  damages  for  pain  and 
suffering,  disfigurement  and  loss  of  compan- 
ionship will  virtually  eliminate  settle- 
ments.** Abolition  of  "strict  liability "  for 
defective  and  unreasonably  dangerous  prod- 
ucts will  require  more  extentive  discovery 
and  proof  of  negligence.*'  Separate  claims 
procedures'"  will  prolong  litigation.  All  of 
these  factors  will  lead  to  Increased  litigation 
costs. 

It  Is  difficult  for  the  products  liability  "re- 
formers" to  conceive  of  the  practical  effects 
of  their  legislative  proposals  because  few.  If 
any  have  had  any  significant  practical  expe- 
rience In  the  trial  of  products  cases.  Their 
wayward  feet  are  unlit  by  the  lamp  of  expe- 
rience." 

(h)  The  Fallacy  of  Expediting  Products 
Cases.—  In  his  testimony  to  the  Senate 
Commerce  Committee  on  May  20.  1986.  At- 
torney General  Meece  referred  to  certain 
aspects  of  the  Administration  Bill  "  which 
were  designed  to  "alleviate  burgeoning  case 
loads"  and  to  allow  the  injured  victim  to  be 
compensated  "In  a  more  timely  fashion".*' 
As  with  litigation  costs,  the  opposite  result 
Is  Inevitable  if  the  legislation  is  adopted. 

For  example,  the  practical  effects  of 
adding  multiple  defendants  will  Increase 
costs  and  prolong  litigation.'*  In  any  case 
where  a  produce  related  Injury  Is  followed 
by  less-than-optimal  medical  care,  abolition 
of  joint  and  several  liability"  will  encour- 
age the  manufacturer  to  attempt  to  shift  a 
portion  of  the  responsibility  of  the  treating 
physician.**  A  products  -case  will  then 
become  both  a  products  case  and  a  malprac- 
tice case.  This  will  inevitably  result  in  sky- 
rocketing Utigation  costs  and  inordinate 
delays  in  the  litigation  process. 

(i)  T?i€  FaUacy  of  Double  Recovery.— 
Under  the  collateral  source  rule,  the  injured 
victim  may  recover  his  hospital  expenses 
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from  the  negllKcnt  manufacturer  despite 
the  fact  that  a  portion  of  his  hospital  ex- 
penses have  been  paid  from  his  own  hospi- 
tal insurance.*'  Products  liability  "reform- 
ers" contend  that  this  rule  allows  for  double 
recovery  by  the  injured  victim.'* 

In  actuality,  hospital  insurance  payments 
are  not  payments  from  a  "collateral"  source. 
They  are  payments  made  by  the  injured 
victim  himself.  The  victim  pays  his  insur- 
ance premiums  over  a  period  of  years  so 
that  an  insurance  fund  will  be  established 
to  cover  any  future  hospitalization. 

Quite  often,  by  the  time  of  his  injury,  he 
has  paid  more  to  his  insurance  company  in 
premiums  than  the  amount  of  his  hospital 
bill.  The  same  rationale  applies  to  other 
types  of  insurance  such  as  life,  disability,  or 
accident  insurance." 

To  abolish  the  collateral  source  rule  by 
penalizing  the  conscientious  victim  who  has 
had  the  foresight  to  purchase  insurance 
does  not  prevent  double  recovery.  It  pre- 
vents single  recovery.  It  rewards  the  wrong- 
doer at  the  expense  of  the  victim.'" 

(j)  The  Fallacy  o/  Wintlfalls  in  Future 
Damage  Awards.— T\ie  proposed  "Product 
Liability  'Reform'  Act "  permits  product 
manufacturers  to  malce  payments  of  awards 
for  future  damages  "periodically  as  costs  are 
incurred. " "  In  his  testimony  before  the 
Senate  Commerce  Committee,  Attorney 
General  Meese  described  this  as  a  provision 
providing  "for  future  economic  damages  to 
be  paid  in  periodic  installments,  to  talie 
away  the  windfall  "  effect. "  In  fact,  there 
is  no  windfall,  as  existing  law  requires 
future  damages  to  be  reduced  to  their 
present  cash  value." 

(k)  The  Fallacy  of  the  "Deep  Pocket"— 
The  Report  of  the  Tort  Policy  Worliing 
Group  refers  to  existing  tort  doctrines 
which  supposedly  "shift  liability  to  'deep 
pocket'  defendants  even  though  they  did 
not  cause  the  underlying  injury,  or  had  only 
a  limited  or  tangential  involvement."  "  The 
first  answer  to  this  absolute  absurdity  is 
that  existing  tort  law  does  not  impose  liabil- 
ity on  defendants  who  "did  not  cause  the 
underlying  injury  or  had  only  a  limited  or 
tangential  involvement"."  The  second 
answer  to  this  absolute  absurdity  is  that 
there  is  no  credible  authority  to  support 
this  "deep  pocket "  theory."  The  only  real 
evidence  appears  to  support  a  contrary 
view." 

(1)  T7»e  Fallacy  of  Excessive  "Transaction 
Costs.  "—Those  who  support  products  liabil- 
ity "reform"  cite  what  they  refer  to  as  "ex- 
cessive transaction  costs"  "  in  support  of 
their  recommendation  to  "schedule  contin- 
gency fees"  for  the  lawyer  of  the  injured 
victim.'"*  It  is  significant  that,  although  the 
Senate  Commerce  Conunittee  determined 
that  attorney's  fees  of  defective  product 
manufacturers  exceeded  those  of  injured 
product  victims."  the  products  liability  "re- 
formers" only  recommend  that  the  attor- 
ney's fees  of  the  injured  victim  be  cut.  The 
real  reason  is  not  to  limit  so-called  "transac- 
tion costs  ".  but  to  limit  the  attorney's  incen- 
tive to  obtain  an  appropriate  award  for  his 
injured  client.  This  is  dramatically  demon- 
strated by  the  Insurance  Information  Insti- 
tute's $6.5  million  pamphlet  '^  entitled. 
"The  Lawsuit  Crisis"  which  contains  "10 
Reforms  for  the  Lawsuit  Crisis",  including: 

"Regulating  Contingency  Fees:  To  make 
sure  everyone  has  access  to  an  attorney. 

'contingency  fees'  provide  for  lawyers  to  be 
paid  a  percentage  of  the  final  settlement. 
Sometivnes  this  encourages  lawyers  to  push 
for     higher     awards     to     create     higher 

fees.  .  .  ."  " 


(m)  The  Fallacy  of  fairness.— Those  who 
are  pressing  so  vigorously  for  products  li- 
ability "reform"  claim  that  their  proposals 
are  fair.  Nothing  could  be  further  from  the 
truth.  Here  are  a  few  examples: 

1.  Caps  on  Damages:  Even  the  most  ardent 
supporters  of  the  proposed  "Product  Liabil- 
ity 'Reform'  Act"  admit  that  "numerous 
studies  have  found  that  the  tort  system" 
currently  is  guilty  of  "underpaying  people 
with  the  most  serious  losses. "  '*  The  "Prod- 
uct Liability  "Reform'  Act"  would  compound 
this  injustice  by  placing  caps  on  damages 
awards."  further  depriving  the  catastroph- 
ically  injured  victim  of  his  right  to  just  com- 
pensation." 

2.  Exclusion  of  Commercial  Loss:  The 
"Product  Liability  'Reform'  Act"  deprives 
the  injured  victim  of  his  right  to  a  jury 
trial,  the  collateral  source  rule,  joint  and 
several  liability,  implied  warranty  of  the 
product  seller,  and  just  compensation,  but 
excludes  actions  for  "commercial  loss""  so 
that  one  big  business  can  still  sue  another 
big  business  and  enjoy  the  benefits  of  a  jury 
trial,  the  collateral  source  rule,  joint  and 
several  liability,  implied  warranty  of  the 
product  seller,  and  "uncapped  "  just  compen- 
sation. 

3.  Abolition  of  Rights.  But  Not  Defenses: 
In  the  name  of  uniformity."  the  "Product 
Liability  'Reform'  Act"  deprives  the  injured 
product  victim  of  causes  of  action  against 
sellers  of  defective  products  for  implied  war- 
ranty, failure  to  warn,  and  strict  liability  for 
defective  and  unreasonably  dangerous  prod- 
ucts, but  preserves  all  the  available  defenses 
of  the  product  manufacturer  and  product 
seller  currently  existing  under  state  law.'" 

4.  Periodic  Payments  for  Future  Damages: 
The  "Product  Liability  "Reform'  Act"  per- 
mits product  manufacturers  to  make  period- 
ic payments  for  future  damages  even 
though  existing  law  requires  the  jury  to 
reduce  future  damages  to  their  present  cash 
value.*" 

5.  Abolition  of  the  Collateral  Source  Rule 
for  Victims:  Provisions  of  the  "Product  Li- 
ability 'Reform'  Act"  abolishing  the  collat- 
eral source  rule  give  the  product  manufac- 
turer credit  against  actual  economic  dam- 
ages suffered  by  victim  for  all  benefits 
which  the  victim  has  received  or  entitled  to 
receive,  including  life,  health,  accident  and 
disability  insurance  paid  for  entirely  by  the 
victim,  and  even  for  food  stamps  or  welfare 
which  the  victim  may  be  entitled  to  receive, 
but  may  not  have  applied  for."  To  com- 
pound this  outrage,  the  product  manufac- 
turer may  place  whatever  amount  it  "rea- 
sonably anticipates  the  claimant  will  receive 
from  collateral  sources"  in  "an  interest- 
bearing  escrow  account.""^ 

6.  Proposal  to  Limit  Contingency  Fees:  Al- 
though the  insurance  industry  itself  ap- 
pears to  have  concluded  that  attorneys'  fees 
paid  to  defense  attorneys  exceed  those  paid 
to  plaintiffs'  attorneys."'  the  Administra- 
tion's Tort  Policy  Working  Group  only  rec- 
ommended cutting  the  product  victim's  at- 
torney's fees  and  not  those  of  the  product 
manufacturer."  Although  this  recommen- 
dation was  not  included  in  the  Senate  Com- 
merce Conunittee  Bill,  "a  bitter  Senator 
Bob  Kasten  (R-Wis.)"  said  that  he  "re- 
mained optimstic  and  would  try  again  on 
the  Senate  floor."  *' 

(n)  The  Fallacy  of  Broad-Based  Support- 
Products  liability  "reformers"  and  their 
allies  have  gone  to  great  lengths  to  create 
the  impression  of  broad-based  support." 
The  fact  is.  their  support  comes  primarily 
from  the  liabiUty  insurance  industry.*' 
product  manufacturers.**  and  other  special 


interest  groups  who  stand  to  benefit  most 
from  the  elimination  of  the  rights  of  vic- 
tims." This  callous  coalition  has  set  about 
to  create  a  crisis »"  by  raising  rates  and  can- 
celling coverage  of  unsuspecting  policyhold- 
ers." Thus  far.  however,  their  attempts  to 
blackmail "  a  bewildered  public  have  largely 
failed  and  through  the  smokescreen,  the 
American  consumer  sees  the  situation  for 
what  it  is:  "The  Manufactured  Crisis."  " 

(0)  The  Fallacy  of  "Reform".— The  word 
'"reform"  does  not  mean  to  change  simply 
for  the  sake  of  change  and  it  does  not  mean 
to  change  for  the  worse.  It  means  to  change 
for  the  better.""'  Product  liability 
"reform."  as  presently  proposed  by  the 
manufacturers  of  defective  and  unreason- 
ably dangerous  products  and  by  the  liability 
insurance  industry,  definitely  means  to 
change  for  the  worse  by  literally  destroying 
our  present  system  of  civil  justice.  This 
sweeping  legislation  will  affect  the  lives  of 
all  Americans  for  years  to  come.  It  will  abol- 
ish or  severely  limit  the  application  of  bene- 
ficial doctrines  slowly  and  carefully  devel- 
oped and  refined  by  the  combined  wisdom 
of  1,000  years  of  English  and  American 
common  law.  Two  of  the  most  prominent 
victims  of  this  so-called  "reform"  movement 
are  "equal  and  exact  justice  to  all  men"  and 
the  right  of  trial  by  jury."'  Others  include: 

( 1 )  The  Collateral  Source  Rule:  An  equita- 
ble doctrine  which  recently  celebrated  its  bi- 
centennial birthday."' 

(2)  Joint  and  Several  Liability:  An  equita- 
ble doctrine  which  dates  back  to  the  The 
Edicts  of  Ulpian,  a  Roman  jurist  in  the  3rd 
Century  A.D."» 

(3)  Liability  of  the  Product  Seller  for  Fail- 
ure to  Warn."*  Liability  to  the  ultimate 
consumer  for  negligent  failure  to  warn  of 
the  dangerous  nature  of  a  product  dates 
back  to  the  turn  of  the  century."' 

(4)  Liability  of  the  Product  Seller  for 
Breach  of  Implied  Warranty."*  Liability  for 
breach  of  implied  warranty  of  product  de- 
fects dates  back  to  the  Code  Napoleon."' 

(5)  Liability  of  the  Product  Seller  for  Sale 
of  Defective  and  Unreasonably  Dangerous 
Products.""  Commonly  called  "strict  liabil- 
ity", this  concept  dates  back  to  the  13th 
Century.'"  It  was  applied  to  sellers  of  food 
by  judicial  decision  before  the  birth  of  Co- 
lombus."'  It  was  applied  to  sellers  of  food 
by  American  courts  in  the  early  19th  Centu- 
ry.'*' Following  World  War  II,  its  applica- 
tion was  extended  from  food  to  such  prod- 
ucts as  soap,  hair  dye  and  grinding 
wheels.'"  By  1963.  it  was  being  applied  to 
products  generally  '*'  and  in  1964.  its  appli- 
cation to  products  generally  was  adopted  by 
the  American  Law  Institute.'"  Strict  liabil- 
ities is  now  applied  to  products  generally  in 
46  of  the  50  states.'*' 

(6)  The  Right  of  Equal  Access  to  the 
Courts:  The  right  of  equal  access  to  the 
courts  necessarily  implies  the  right  of  coun- 
sel: not  just  any  counsel,  but  equal  counsel. 
The  contingent  fee  system  provides  the 
poor  and  moderate-income  American  with 
access  to  counsel  equal  in  experience  and 
ability  to  that  of  the  richest  and  most  pow- 
erful corporation.  By  drastically  limiting 
contingent  fees,  the  products  liability  "re- 
formers" would  deprive  the  average  Ameri- 
can citizen  of  this  important  right.  Al- 
though this  recommendation  is  not  included 
in  the  Conunittee's  proposed  "Product  Li- 
ability "Reform'  Act",  Senator  Kasten  has 
vowed  to  reintroduce  this  restriction  on  the 
Senate  floor.'*' 

(7)  The  Right  of  Trial  by  Jury:  This  an- 
cient right  dates  back  to  the  Magna  Carta. 
By  severely  limiting  this  right,  the  products 
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liability  "reformers"  would  deprive  the  aver- 
age American  of  an  essential  element  of 
equal  Justice. '•• 

(8)  The  Right  of  Just  Compensation:  The 
term  "just"  means  "guided  by  truth,  reason, 
Justice  and  fairness."  ■■<>  Limiting  the  jury's 
right  to  award  appropriate  compensation  by 
placing  an  arbitrary  cap  on  damages,  re- 
gardless of  the  nature  and  extent  of  injury, 
is  certainly  not  guided  by  truth,  reason.  Jus- 
tice or  fairness.'*' 

Product  liability  "reform"  as  presently 
proposed  is  not  reform,  but  regression  and 
destruction:  regression  baclcward  in  time  to 
the  Dark  Ages  of  the  law  and  destruction  of 
the  fundamental  freedoms  of  the  American 
public.  It  like  a  spreading  cancer  fed  by  the 
Insatiable  greed  of  the  liability  insurance  in- 
dustry and  the  callous  disregard  of  product 
manufacturers.  It  must  be  opposed  and  it 
must  be  defeated. 

"Victims  don't  ask  for  sympathy  or  char- 
ity. Neither  do  they  ask  for  apathy,  indiffer- 
ence, and  injustice.  Instead  they  seek  com- 
passion, fair  play,  and  a  right  to  obtain  jus- 
tice from  a  jury  of  their  peers."'" 

FOOTNOTES 

'  See.  Report  of  the  Tort  Policy  Working  Group 
on  the  Causes,  Extent  and  Policy  Implications  of 
the  Current  Crisis  in  Insurance  Availability  and  Af- 
fordability.  p.  1  (February.  1986). 

'  See,  Statement  of  John  C.  Finch.  Senior  Associ- 
ate Director.  General  Government  Division.  Before 
the  Subcommittee  on  Oversight.  Committee  on 
Ways  and  Means  of  the  House  of  Representatives 
on  the  Profitability  of  the  Properly/Casualty  In- 
surance Industry,  pp.  1.  4,  7  (April  28.  1986). 

'  Id.  at  page  4. 

*  "Available  Industry  estimates  show  that  over 
the  next  five  years  the  [property /casualty  insur- 
ance) industry  expects  substantial  net  gains.  Our 
calculations,  made  from  the  industry  estimates,  in- 
dicate an  expected  net  gain  before  taxes  of  more 
than  $90  billion  over  the  years  1986-1990." 

*Se€.  also.  Bellotti.  et  al..  "An  Analysis  of  the 
Causes  of  the  Current  Crisis  of  Unavailability  and 
Unaffordability  of  Liability  Insurance",  prepared 
by  the  Attorneys  General  of  the  States  of  Massa- 
chusetts. California.  North  Carolina,  Texas.  West 
Virginia  and  Wisconsin  for  the  National  Association 
of  Attorneys  General.  This  extensive  report  con- 
tains several  conclusions,  including;  "Conclusion 
al;  The  property/casualty  industry  is  in  adequate 
and  improving  financial  condition";  and  "Conclu- 
sion »4;  Changes  in  the  civil  justice  system  are  not 
likely  to  solve  the  current  or  future  problems  in 
availability  and  affordability  of  liability  insurance." 

'  Curran,  "Bargains  Beckon  in  Insurance".  For- 
tune Maga^lne.  p.  217  (August  4.  1986).  See.  also. 
"Yoo-Hoo.  Big  Blue".  Barron's,  p.  30  (June  2.  1986). 
which  shows.  "The  50  largest  institutional  hold- 
ings" and  the  "top  50  net  purchases"  by  institu- 
tions as  including  at  least  four  large  liability  insur- 
ance companies;  nremans  Fund.  St.  Paul  Compa- 
nies. Chubb  Corporation,  and  Kemper  Corpora- 
tion." 

'  Curran,  supra.  Note  6.  p.  217.  "The  two  year  bull 
market  In  property  and  casualty  stocks  is  far  from 
over,  analysts  say.  .  .  ."  Id. 

■Salmon  Brother  Analysts  ...  are  positively 
bubbly  about  the  long  term  earnings  outlook  for 
property  and  casualty  insurers.  In  a  recent  review 
of  First  Quarter  results,  they  predict  that  'explo- 
sive industry-wide  earnings  gains  are  virtually  as- 
sured for  1986'  because  of  commercial-rate  strate- 
gies already  in  place."  Henrlques,  "A  Look  at  Insur- 
ers",  Barron's,  p.  44  (Augiist  4.  1986). 

•  Curran,  supra.  Note  6,  p.  217. 

">  Referring  to  "premium  rate  increases  averaging 
45%  on  traditional  commercial  policies  in  1985".  a 
recent  fortune  Magazine  article  states  that  "ana- 
lysts insist  the  earnings  outlook  for  major  Insurers 
remains  unusually  bright."  Curran.  supra.  Note  6, 
page  220. 

• '  "Analysts'  favorites  run  the  gamut  from  the 
primary  insurers  who  write  the  policies  to  reinsur- 
ers who  take  a  piece  of  the  action.  [A]  Salomon 
Brothers  [analyst]  thinks  American  International 
Group  stands  to  be  a  prime  bene/iciary  of  the  trend 
toward  the  kind  of  tort  reform  that  limits  the  size 
and  type  of  awards.  "This  company  writes  esoteric 
coverage.'  he  says.  'Liability  Insurance  for  skating 


rinks,  day  care  centers,  ski  lifts— just  the  type  of 
business  that  will  be  helped  by  tort  reform.'  He  ex- 
pects AIO  to  earn  ...  a  gain  of  73%  over  1985,  as 
higher  policy  prices  reach  the  bottom  line.  In  1987 
he  expects  a  35%  boost ..."  Curran.  supra.  Note  6. 
p.  220.  See.  also.  "The  Bullish  Case  for  Casualty 
Stocks  ".  Barron's,  p.  13  (July  7,  1986).  which  states; 
"Generally,  we  think  tort  reform  is  good  for  the  in- 
surance industry  ....  We.  ourselves,  harbor  a  few 
reservations  on  the  subject— t^  tort  reform  brings 
about  the  desired  result,  it  couid  encourage  immod- 
erate tjwuronce  compariy  behavior  at  some 
point.  .  . 

'•See,  "Report  of  the  Tort  Policy  working  Group 
on  the  Causes.  Extent  and  Policy  Implications  of 
the  Current  Crisis  of  Insurance  Availability  and  Af- 
fordability". page  2  (February.  1986).  In  his  intro- 
duction of  the  Administration  bill  (Kasten  Amend- 
ment). Senator  Kasten  also  referred  to  this  alleged 
"products  liability  explosion  ".  See  Congressional 
Record— Senate  S-SlO^  (April  30.  1986). 

■*See.  "A  Preliminary  Examination  of  Available 
Civil  Criminal  Trend  Data  in  SUte  Trial  Courts  for 
1978.  1981  and  1984".  produced  by  the  Court  SUtis- 
tics  and  Information  Management  Project  of  the 
National  Center  for  State  Courts.  300  Newport 
Avenue,  Williamsburg.  Virginia  23187-8798  (April. 
1986). 

"See  page  1  of  study  cited  in  Footnote  8  above. 
To  the  same  effect,  see  'The  Assault  Upon  Person- 
al Injury  Lawsuits;  A  Study  of  Reality  vs.  Myths" 
Public  Citizen.  Washington.  D.C..  p.  1  (August. 
1986).  which  concludes  as  follows;  'Available  data 
indicate  that  there  has  not  been  a  dramatic  in- 
crease in  tort  cases  filed  in  state  courts,  where  ap- 
proximately 95  percent  of  these  lawsuits  are  filed. 
Data  for  the  years  1978.  1981  and  1984  show  that 
for  state  courts  representing  about  35  percent  of 
the  U.S.  population,  tort  filings  have  paralleled 
growth  in  population. "  See.  also.  Bellotti.  et  al.. 
"An  Analysis  of  the  Causes  of  the  Current  Crisis  of 
Unavailability  and  Unaffordability  of  Liability  In- 
surance", pp.  21-36.  a  Report  by  the  Attorneys 
General  of  the  States  of  Massachusetts.  California. 
North  Carolina,  Texas.  West  Virginia  and  Wiscon- 
sin prepared  for  the  National  Association  of  Attor- 
neys General  (May.  1986).  which  concludes  that 
the  evidence  shows  no  vast  or  explosive  increases 
in  claims  or  payments  to  victims. ' 

""See  page  "ADD  ONE"  of  study  cited  in  Foot- 
note 8  above. 

"■See  page  ADD  TWO"  of  study  cited  in  Foot- 
note 8  above.  "Whatever  the  explanation,  there  is 
no  evidence  to  support  the  notion  of  a  nationwide 
increase  in  lawsuits  in  the  state  trial  courts  be- 
tween 1981-84. '"  See  Part  II.  second  page,  of  study 
cited  in  Footnote  8  above. 

' '  Statement  of  Gustave  Shubert.  Director.  Rand 
Institute  For  Civil  Justice,  before  the  National  Con- 
ference of  State  Legislatures.  Denver,  Colorado. 
January  4.  1986.  Source:  National  Insurance  Con- 
sumer Organization  Memo,  page  2.  entitled.  "Insur- 
ance Industry  Tall  Tales. "  National  Insurance  Con- 
sumer Organization.  121  N.  Payne  Street.  Alexan- 
dria. Virginia  22314. 

"  Congressional  Record— Senate  S-5107  (April  30. 
1986). 

"  Concerning  this  source,  see  National  Insurance 
Cor^umer  Organization  memo  entitled.  Insurance 
Industry  Tall  Tales  "  which  states  in  part  as  follows: 
"The  figures  disseminated  by  the  insurance  indus- 
try are  the  average  of  awards  to  plaintiffs  reported 
by  Jury  Verdict  Research.  Inc..  of  Solon.  Ohio, 
which  collects  cases  it  learns  about  through  a  clip- 
ping ser\'ice  it  sul)scrities  to.  through  legal  publica- 
tions such  as  the  ATLA  Law  Reporter,  through  re- 
ports directly  from  plaintiff's  lawyers,  and  through 
ref>orts  by  a  small  fraction  of  court's  clerks.  Since 
the  popular  press,  understandably,  report  only  the 
big  cases,  and  since  plaintiff's  lawyers  report  only 
their  great  victories,  the  average  of  awards  to  plain- 
tiffs collected  by  JVR  is  far  higher  than  the  aver- 
age of  awards  to  all  plaintiffs.  Moreover.  JVR's 
data  do  not  include  defense  verdicts,  which  consist- 
ently account  for  more  than  half ...  of  all  jury  ver- 
dicts. Finally.  JVR  includes  in  its  database  both 
verdicts  that  were  remitted  by  the  judge  .  .  .  and 
verdicts  that  were  later  reversed  on  appeal." 

"See  May  20.  1986, Transcript  of  Senate  Com- 
merce Committee.  Subcommittee  on  Consumer  Af- 
fairs Hearing,  p.  25  (1!>-16). 

"See Transcript,  supra.  Note  15,  pp.  27(25)-28(2). 

"  See  Transcript,  supra.  Note  15,  p.  27(3-13). 

"See  release  of  the  White  House  Office  of  the 
Press  Secretary.  "Remarks  by  the  President  to  the 
American  Tort  Reform  Association,"  page  2  (May 
30,  1986). 


"  Andrew  Lang,  The  Penguin  Dictionary  of  Quo- 
tations, page  230.  T  15  (1960).  It  is  also  interesting 
to  note  that  the  President  also  made  several  refer- 
ences to  Mark  Twain  in  his  remarks  to  the  Ameri- 
can Tort  Reform  Association.  Mark  Twain  is  gener- 
ally credited  with  the  famous  reference  to  statisti- 
cians; "There  are  liars,  damn  liars,  and  statisti- 
cians." 

»°The  Rand  Institute  for  Civil  Justice  reports 
that  during  the  period  1960-1979.  the  median  Jury 
award  in  products  cases  was  approximately  $37,000 
in  San  Francisco  County.  California,  and  $115,000 
in  Cook  County.  Illinois.  See  Shanley  ii  Peterson. 
"Comparative  Justice:  Civil  Jury  Verdicts  in  San 
Francisco  and  Cook  Counties.  1959-1980  ".  pp.  14-15 
(Rand  Institute  for  Civil  Justice.  1983). 

' '  This  study  is  being  conducted  under  the  super- 
vision of  Professor  Patrick  Hubbard  of  the  Univer- 
sity of  South  Carolina  School  of  Law.  Statistics  are 
being  gathered  from  the  Office  of  the  South  Caro- 
lina Court  Administration,  the  Federal  District 
Court  for  the  District  of  South  Carolina,  and  26  of 
South  Carolinas  46  counties  which  account  for  ap- 
proximately 80%  of  the  cases  filed  during  the  10- 
year  period  1976-1985.  Results  of  this  phase  of  the 
study  are  expected  to  be  published  during  the  Fall 
of  1986. 
"  Greenville  County. 

"  See.  Minority  Views  of  Senator  Ernest  F.  Boi- 
lings. Report  on  the  "Product  Liability  Reform' 
Act".  Report  »99-422  (Calendar  s856i.  page  110 
(August  15.  1986).  The  "South  Carolina  Verdict 
Survey"  By  Jury  Verdict  Research.  Inc..  states  that 
jury  verdicts  in  South  Carolina  are  15%  above  the 
national  average  and  that  verdicts  in  Greenville 
County  are  3%  atxjve  the  national  average. 

"  Page  &  Stephens.  "The  I»roduct  Liability  In- 
surance Crisis".""  13  Capitof  Univ.  L  Ret.  387.  401 
(1984).  See.  also.  Report  of  the  Attorney  General  of 
the  Slates  of  Massachusetts.  California.  North 
Carolina.  Texas.  West  Virginia  and  Wisconsin,  cited 
in  Footnote  7  abo%"e.  which  concludes:  The  statis- 
tics cited  do  not  show"  meaningful  increases  in  the 
numt>er  or  size  of  awards,  or  in  the  non-economic 
damage  portion  of  the  awards. '" 

''•Daniels.  "Punitive  Damages:  The  Real  Story", 
pp.  60-63.  Ameucan  Bar  Association  Journal 
(August  1.  1986):  "Product  liability  cases  accounted 
for  less  than  5%  of  all  [punitive  damages!  verdicts 
at  all  sites  except  Los  Angeles  County,  where  the 
percentage  was  9.6%."' /d.  at  61. 

'"  ".  .  Nor  is  it  any  small  merit  in  this  arrange- 
ment ...  to  have  the  benefit  of  a  trial,  in  which 
the  judge  and  jury  are  a  check  upon  each  other: 
and  that  this  benefit  may  always  be  enjoyed.  .  . 
Thus  considered,  the  distinction  between  the  office 
of  Judge  and  jury  seems  to  claim  our  utmost  re- 
spect. May  this  wise  distribution  of  power  t)etween 
the  two  long  continue  to  flourish,  unspoiled  ...."' 
Coke's  Institutes  on  the  Laics  of  England.  Vol.  I. 
§234.  p.  155b  (1628). 

"  On  motion  for  a  new  trial,  the  trial  judge  has 
the  discretion  to  grant  a  conditional  new  trial  or  a 
new  trial  nisi  unless  the  plaintiff  agrees  to  remit 
[reduce]  a  portion  of  the  verdict.  The  practical 
effect  of  this  procedure  is  to  grant  the  trial  judge 
with  discretionary  power  to  reduce  the  verdict. 
"  66  C.J.S..  New  Trial.  {  76.  page  241. 
'•See  AnnoUtions;  35  ALR4th 
ALR4th  238  (1982);  16  ALR4th 
ALR4th  1127  (1982):  15  ALR4th 
ALR4th  519  (1982);  14  ALR4th 
ALR4th  539  (1982);  13  ALR4th 
ALR4th  212  (1982);  12  ALR4th  96  (1982);  52  ALR3d 
1289  (1973):  49  ALR3d  934  (1973):  47  ALR3d  909 
(1973);  47  ALR3d  971  (1972);  46  ALR3d  680  (1972); 
46  ALR3d  733  (1972);  12  ALR3d  117  (1967);  12 
ALR3d  475  (1967);  11  ALR3d  9  (1967);  11  ALRSd 
370(1967). 

"■  Although  i  402A  of  the  "Restatement  of  Torts, 
2d  is  commonly  referred  to  as  "strict  liability",  it 
only  applies  to  products  which,  at  the  time  of  man- 
ufacture or  sale,  are  defective  and  unreasonably 
dangerous.  Comment  i.  specifically  states  that  "the 
rule  stated  in  this  section  applies  only  where  the 
defective  condition  of  the  product  makes  it  unrea- 
sonably dangerous  to  the  user  or  consumer.  .  .  .'" 

"  Restatement  of  Torts,  2d.  5  395.  by  the  Ameri- 
can Law  Institute  provides  that  "a  manufacturer 
who  fails  to  exercise  reasonable  care  in  the  manu- 
facture of  a  [product]  .  .  .  involving  an  unreason- 
able risk  of  .  .  .  physical  harm  ...  is  subject  to  li- 
ability for  physical  harm  caused  to  them  by  its 
lawful  use  in  a  manner  and  for  a  purpose  for  which 
it  is  supplied. "  According  to  the  reporter's  notes, 
this  rule,  based  on  MacPherson  v.  Buick  Motor  Co.. 
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217  NY.  382.  Ill  N.E.  lOSO  (1916).  is  now  all  but 
universally  accepted  in  the  United  States."  See  Ap- 
pendix to  Reslatement  of  Torts.  2d.  \  395.  page  416. 
"Mississippi  was  perhaps  the  last  Jurisdiction  to 
accept  MacPherson".  Frumer  A  Friedman,  Products 
Liatrility,  i  5.03(11.  page  26.  citing  Stone  MfO-  Co.  v. 
Hodges.  189  So.2d  113  (Miss.  1966).  cerL  den.  386 
U.S.  912(1967). 

"  Restatement  of  Torts.  2d,  i  388.  adopted  by  the 
American  Law  Institute  provides  that  "one  who 
supplies  ...  a  (product]  for  another  to  use  is  sub- 
ject to  liability  ...  for  physical  harm  ...  if  the 
supplier  .  .  .  has  reason  to  Imow  that  the  [product) 
is  .  .  .  likely  to  be  dangerous  for  the  use  for  which 
it  is  supplied,  and  .  .  .  fails  to  exercise  reasonable 
care  to  Inform  them  of  its  dangerous  condition  or 
of  the  facts  which  make  it  likely  to  be  dangerous." 
For  authorities  supporting  this  rule,  see  Appendix 
to  Restatement  of  Torts,  2d,  i  388.  and  Prumer  & 
Friedman.  lupro.  Note  31.  1  8. 

"  Uniform  Commercial  Code,  i  2-315.  provides 
that  "where  the  seller  .  .  .  has  reason  to  know  any 
particular  purpose  for  which  the  goods  are  required 
and  that  the  buyer  is  relying  on  the  seller's  skill  or 
Judgment  to  select  or  furnish  suitable  goods,  there 
is  ...  an  implied  warranty  that  the  goods  shall  be 
fit  for  such  purpose." 

"This  principle  is  embodied  in  Restatement  of 
Torts,  2d,  i  402A.  adopted  by  the  American  Law  In- 
stitute in  1964.  Commonly  called  "strict  liability", 
the  principle  has  been  adopted  in  all  states  except 
Massachusetts.  North  Carolina,  Virginia  and  Wyo- 
ming. 

"  In  his  introduction  of  the  Administration's  pro- 
posed Product  Liability  Reform  Act.  Senator 
Kasten  speaks  of  a  "return  to  a  fault-based  liability 
standard  for  product  designs  and  warnings."  See 
Congressional  Record— Senate  (April  30.  1986). 

"Black's  Law  Dictionary,  page  1275  (Sth  Ed.. 
1979)  defines  "strict  liability"  as  follows:  "A  con- 
cept applied  by  the  courts  in  product  liability  cases 
in  which  a  seller  Is  liable  for  any  and  all  defective 
or  hazardous  products  which  unduly  threaten  a 
consumer's  personal  safety. .  . 

"  "The  liability  we  are  considering  is  'strict'  In 
the  sense  that  there  is  no  need  to  prove  that  the 
manufacturer  was  negligent.  .  .  .  Yet.  the  manufac- 
turer IS  not  an  insurer  of  the  product's  safety;  strict 
liability  is  not  ataolute  liability.  As  a  (require- 
ment] to  recovery,  the  plaintiff  must  prove  the 
product  was  defective."  Schwartz.  "A  Products  Li- 
abUity  Primer".  33  ATLA  J.  64.  69-70  (1970)  (Em- 
phasis added!. 

"The  headnote  to  72  C.J.S.  Supp.  Products  Li- 
ability, i  11.  p.  17.  states  as  follows:  "There  can  be 
no  liability  for  injury  owing  to  a  product  unless 
that  product  is  defective,  regardless  of  whether  the 
recovery  is  sought  on  the  theory  of  strict  liability. 
breach  of  warranty,  or  negligence." 

'•Section  2(a)(4)  of  the  proposed  "Product  Liabil- 
ity Reform  Act  of  1986"  (the  Administration  Bill  or 
"Kasten  Amendment ")  states:  "'Where  product  li- 
ability law  is  not  based  on  fault  or  wrongdoing  by 
the  defendant,  product  liability  law  often  operates 
to  punish  and  deter  conduct  and  activities  which 
are  beneficial  and  promote  the  public  welfare."  It  is 
difficult  for  us  to  see  how  the  manufacture  and  dis- 
tribution of  defective  and  unreasonably  dangerous 
products  is  a  "beneficial "  activity  which  "promotes 
the  public  welfare". 

"  In  introducing  the  Administration  Bill  (Kasten 
Amendment).  Senator  Kasten  stated  that.  "Our 
courts  have  held  persons  liable  for  (ailing  to  warn 
about  prcxluct  dangers  which  were  unknowable  at 
the  time:  .  .  .  and  held  liable  those  who  failed  to 
warn  about  product  uses  which  were  totally  unfore- 
seeable." Congressional  Record— Senate  (April  30. 
1986).  Having  researched,  followed  and  practiced 
products  liability  law  for  20  years.  I  have  no  knowl- 
edge of  any  such  cases.  In  any  event,  it  seems  that 
Senator  HoUings'  comment  to  one  of  the  product  li- 
ability reform  witnesses  at  the  May  20.  1986. 
Senate  Commerce  Committee  Hearing  is  particular- 
ly appropriate  here:  "It  strikes  me  that  what  you 
need  are  some  better  lawyers."  (Transcript,  p.  93 
(19-20)]. 

"  Kimble  &  Lesher,  Products  Liability,  i  73.  pp. 
131-124  (West's  Handbook  Series  1979).  This  rule  is 
contained  in  {  395  of  the  Restatement  of  Torts,  2d 
by  the  American  Law  Institute.  Comment  b.  to  this 
section  states  as  follows:  "This  section  states  the 
rule  thus  generally  adopted.  The  Justification  for  it 
rests  upon  the  responsibility  assumed  by  the  manu- 
facturer toward  the  consuming  public,  which  arises. 
not  out  of  contract,  but  out  of  the  relation  result- 
ing from  the  purchase  of  the  product  by  the  con- 


sumer, upon  the  foreseeability  of  harm  if  proper 
care  is  not  used;  upon  the  representation  of  safety 
implied  in  the  act  of  putting  the  product  on  the 
market:  and  upon  the  economic  benefit  derived  by 
the  manufacturer  from  the  sale  and  subsequent  use 
of  the  (product)." 

*'  "The  duty  to  warn  unquestionably  rests  on 
foreseeability.  as  does  liability  in  negligence  on 
other  grounds  in  products  liability  cases."  Frumer 
&  Friedman.  Products  Liability,  Vol.  I.  {  8.03(1).  p. 
161.  "Foreseeability  must  be  based  on  the  manufac- 
turer's notice  or  knowledge  of  the  danger. 
But  .  .  .  the  manufacturer  must  keep  abreast  of 
scientific  advances,  is  under  the  duty  to  make  tests 
to  ascertain  the  nature  of  his  product,  and  either 
has  or  should  have  a  superior  luiowledge  of  his 
product.  .  .  ."  id.  at  p.  164. 

"  See  77  C.J.S..  Sales.  :  374.  p.  1318.  at  footnote  7. 
The  "essential  issue"  in  products  cases  based  both 
on  negligence  and  Implied  warranty  is  foreseeabi- 
lity. The  manufacturer  "must  be  expected  to  antici- 
pate the  environment  which  is  normal  for  the  use 
of  his  prcxluct  and  ...  he  must  anticipate  the  rea- 
sonably foreseeable  risks  of  the  use  of  his  product 
in  such  an  environment."  Gardner  v.  QHS.  Inc.,  448 
F.2d  238.  242-243  (4th  Cir.  1971).  quoting  from 
Spruill  v.  Boyle-Midway.  Inc..  308  F.2d  79.  83-84 
(4th  Cir.  1962). 

**  "The  ordinary  tort  rules  of  causation  are  appli- 
cable in  products  liability  cases,  whether  the  basis 
of  recovery  is  negligence  or  strict  liability.  Recovery 
in  any  products  liability  action  requires  that  the 
injury  incurred  must  have  been  actually  caused  by 
the  defective  condition  of  the  product.  In  addition 
.  .  .  the  defect  must  be  the  legal  or  proximate  cause 
of  the  harm.  .  .  .  This  requirement  of  proximate 
cause  is  usually  phrased  in  terms  of  foreseeability 
of  danger  or  harm,  with  foreseeability  held  to  mean 
that  which  It  is  objectively  reasonable  to  expect, 
not  merely  what  might  conceivably  occur.  .  .  ."  72 
C.J.S.  Supp.  Products  Liability.  5  30.  pp.  46-48. 

*»  "No  man  e'er  felt  the  halter  draw,  with  good 
opinion  of  the  law."  John  Trumbull,  from  Evans. 
Dictionary  of  Qtiotations,  p.  378  (1968). 

*•  See.  Minority  Views  of  Senator  Slade  Gorton, 
who  stated  that  the  proposed  "Product  Liabilitj 
Reform'  Act ".  "rather  than  reducing  transaction 
costs,  is  likely  to  increase  them  significantly."  See. 
Report  on  "The  Product  Liability  Reform'  Act". 
supra.  Note  23.  page  102.  See.  also.  Minority  Views 
of  Senator  Gore,  who  stated:  "Instead  of  establish- 
ing an  efficient  system  of  prompt  and  fair  recover- 
ies while  reducing  transaction  costs,  the  Committee 
Bill  will  serve  only  to  complicate  and  lengthen  the 
litigation  pr(x;ess.  .  .  . "  Report,  supra,  page  123. 

«' "This  revision  of  the  joint  and  several  liability 
doctrine  will  prohibit  a  victim  from  recovering  for 
any  harm  committed  by  a  potential  defendant  that 
has  not  been  sued.  Consequently,  (it)  encourages 
victims  to  Identify  and  sue  each  and  every  party 
that  may  be  remotely  responsible  for  the  injury. 
That  change  will  Increase  the  number  of  parties 
before  the  court,  the  numt>er  of  issues  and  motions 
to  be  resolved,  the  cost  of  litigation,  and.  in  many 
instances,  the  complexity  of  a  given  case."  Minority 
Views  of  Senator  Gore.  Report,  supra.  Note  23. 
page  123. 

•"See.  Minority  Views  of  Senator  Slade  Gorton. 
Report,  supra.  Note  23.  page  101. 

••See.  for  example.  Prosser,  "The  Assault  Upon 
the  Citadel  (Strict  Liability  to  the  Consumer)".  69 
YaU  Law  J.  1099.  1115-1116  (1960)  and  Prosser. 
"The  Pall  of  the  Citadel  (Strict  Liability  to  the 
Consumer)' .  32  ATLA  J.  21-25  (1968). 

'"See.  so-called  "expedited  settlements"  provi- 
sions in  Title  II  of  the  proposed  "Product  Liability 
'Reform'  Act".  Senate  Bill  2760.  99th  Congress. 
Second  Session.  Calendar  No.  856.  {}  201-206. 

"""I  have  but  one  lamp  by  which  my  feet  are 
guided,  and  that  is  the  lamp  of  experience."  Patrick 
Henry.  BarUetfs  Familiar  Quotations,  p.  465A 
(14th  Ed..  1968).  This  Is  one  of  the  great  advantages 
of  the  common  law.  In  each  case,  the  court  consid- 
ers, not  only  the  philosophy  of  abstract  legal  prin- 
ciples, but  the  practical  effect  of  rules  of  law  in  a 
variety  of  individual  situations. 

"  Referred  to  as  "alternative  dispute  resolution 
mechanisms".  [Transcript.  13  (18-19)). 

"Transcript  of  May  20.  1986.  hearing,  p.  13  (18- 
20).  In  introducing  his  Bill  on  May  20.  1986.  Sena- 
tor Danforth  referred  to  "a  simple  alternative  set- 
tlement system  that  makes  injured  persons  whole 
on  an  expedited  basis  and  without  the  costs  associ- 
ated with  prolonged  litigation." 

"  See.  Minority  Views  of  Senator  Gore  quoted  In 
Footnote  47  above. 


»>  The  proposed  "Product  Liability  Reform'  Act". 
Senate  Bill  2760.  supra.  Note  50.  {  308.  proposes  to 
abolish  Joint  and  several  liability  for  "non-economic 
damages". 

»•  Under  the  proposed  "Product  Liability 
Reform'  Act"  I  308(a).  the  manufacturer's  respons- 
bility  for  resulting  damages  would  be  reduced  by 
the  pro  rata  fault  of  both  parties  and  non-parties. 
See.  Minority  Views  of  Senator  Gore,  quoted  in 
Footnote  47  above.  The  practical  effect  of  such  pro- 
visions would  be  to  encourage  the  manufacturer  to 
point  the  blaming  finger  in  each  case  in  as  many  di- 
rections as  possible  and  to  force  the  plaintiff,  for 
his  own  protection,  to  add  all  of  them  as  parties  to 
the  action. 

"  "Under  this  rule,  if  an  injured  person  receives 
compensation  for  his  injuries  from  a  source  wholly 
independent  of  the  (defendant)  the  payment 
should  not  be  deducted  from  the  damages  which  he 
would  otherwise  collect  from  the 

[defendant).  ...  In  other  words,  a 

defendant  .  .  .  may  not  benefit  from  the  fact  that 
the  plaintiff  has  received  money  from  other  sources 
as  a  result  of  the  defendant's  tort,  e.g.  sickness  and 
health  insurance. "  Black's  Law  Dictionary,  p.  238 
(5th  Ed..  1979). 

»•  In  describing  the  proposed  Product  Liability 
Reform  Act  of  1986  (Administration  Bill— Kasten 
Amendment)  to  the  Senate  Commerce  Committee. 
Attorney  General  Meese  stated  that  this  proposed 
legislation  "provides  for  the  mcxlification  of  collat- 
eral compensation  d(x:trines  to  eliminate  double  re- 
coveries by  the  plaintiffs."  Transcript  of  May  20, 
1986.  Hearing,  p.  13  (15-17). 

"Under  55  102(a)(3).  102(a)(ll).  201(b>.  201(c), 
and  204.  if  the  defendant  makes  a  settlement  offer, 
the  injured  product  victim's  recovery  for  economic 
damages  is  restricted  to  "net  economic  loss"  after 
deducting  all  so-called  "collateral  benefits",  includ- 
ing "all  benefits  and  advantages  received  or  entitled 
to  be  received"  under  "any  life,  health  or  accident 
insurance  or  plan,  wage  or  salary  continuation  plan, 
or  disability  income  or  replacement  service  insur- 
ance or  any  benefit  received  or  to  be  received  as  a 
result  of  participation  any  prepaid  medical  plan  or 
health  maintenance  organization."  Proposed  Act, 
supra.  5  102(a)(3). 

•"  As  to  the  collateral  source  rule,  see  generally, 
Helfend  v.  SouWiem  California  Rapid  Transit  Dis- 
tnct.  84  Cal.Rptr.  173,  465  P.2d  61  (1970):  Hudson  v. 
Lazarus.  217  F.2d  344.  346  (D.C.  Cir.  1954):  Hueper 
V.  Goodnch.  314  N.W.2d  828  (S.Ct.  Minn.  1982); 
Harding  v.  Town  of  Townshend,  43  Vt.  534  (1870): 
Restatement  of  Torts,  2d,  5  920A.  Comment  6.; 
Hogan.  "The  Collateral  Source  Rule:  Its  Justifica- 
tion and  Its  Defense".  19  Triai  58  (February.  1983); 
Stein.  "Compensation  from  a  Collateral  Source". 
Chapter  10  in  Damages  and  Recovery— Personal 
Injury  and  Death  Actions,  pp.  287-324  (1972):  Aver- 
bach.  "The  Collateral  Source  Rule".  21  Ohio  St 
L.J.  231  (1960):  Maxwell.  "The  Collateral  Source 
Rule  in  the  American  Law  of  Damages".  46  Afinn. 
L.Rev.  669  (1962):  Comment.  "Damages— The  Col- 
lateral Source  Rule".  63  Va.  L.Rev.  177  (1961). 

"'Senate  Bill  2760.  99th  Congress.  Second  Ses- 
sion. Calendar  No.  856.  5  205(a). 

"  "Excess  .  .  .  pr(x:eeds."  See  Winston  v.  United 
States,  342  F.2d  715  (9th  Cir.  1965).  "An  unexpected 
gain,  piece  of  g(x>d  fortune,  or  the  like."  Random 
House  Dictionary  of  the  English  Language,  p.  1636 
(Unabridged  Ed..  1973).  See  46  Words  and  Phrases, 
p.  36. 

"  Senate  Commerce  Committee  Transcript,  p.  13 
(12-14).  (May  20.  1986). 

'•  "Present  value  of  future  damages.  An  allowance 
for  future  damages  must  be  reduced  to  its  present 
value,  and  in  passing  on  such  damages,  the  jury 
may  allow  only  such  sum  as  put  at  simple  interest 
would,  with  interest  accumulations,  amount  to  such 
damages  at  the  time  or  times  in  the  future  when 
the  Jury  find  from  the  evidence  they  will  be  sus- 
Uined."  25A  C.J.S..  Damages.  {  194.  p.  259.  See, 
also.  Am.Jur.2d.  Damages.  55  26-29. 

•'  Report  of  the  Tort  Policy  Working  Group  on 
the  Causes.  Extent  and  Policy  Implications  of  the 
Current  Crisis  in  Insurance  Availability  and  Afford- 
ability.  pp.  2.  33-34  (February,  1986). 

'"  Under  the  Restatement  of  Torts,  2d,  5  431.  there 
is  no  liability  unless  the  defendant's  conduct  "is  a 
substantial  factor  in  bringing  about  the  harm." 
ComiTienf  a.  to  5  431  states:  "In  order  to  be  a  legal 
cause  of  another's  harm,  it  is  not  enough  that  the 
harm  would  not  have  occurred  had  the  actor  not 
been  negligent.  .  .  .  This  is  necessary,  but  it  is  not 
of  itself  sufficient.  The  negligence  must  also  be  a 
substantial  factor  in  bringing  about  the  plaintiff's 
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hann."  Listed  In  the  Appendix  to  i  431  are  no  less 
than  44  paces  of  citations  to  cases  which  have  re- 
peatedly applied  this  principle  in  virtually  every 
American  Jurisdiction. 

•'  The  Report  of  the  Tort  Policy  Worthing  Group, 
supra.  Note  65,  cites  no  authority  for  its  "deep 
pocltet"  theory.  See,  pp.  33-34,  Footnotes  28-34. 
The  Rand  Institute's  boolilet  by  Chin  &  Peterson 
entitled,  "Deep  Pockets,  Empty  Poclcets.  Who  Wins 
in  Cool(  County  Jury  Trials"  (1985)  is  based  on  one 
data  source  only  [page  xi]  and  admits:  "Patterns 
that  we  observed  could  reflect  differences  in  liabil- 
ity issues  among  trials.  .  .  ."  [page  xl.  "These  find- 
ings do  not  necessarily  mean  that  juries  treated 
types  of  litigants  differently.  It  is  possible  that 
trials  differed  among  types  of  defendants  in  ways 
not  examined  in  our  analyses.  Most  important,  our 
analyses  did  not  take  liability  issues  into  ac- 
count. .  .  ."  [page  vl. 

•'  "Some  researchers  have  hypothesized  that 
plaintiffs  receive  large  jury  awards  because  jurors 
view  certain  defendants  as  having  'deep  pockets'. 
However,  interviews  with  Jurors  in  federal  and  state 
courts  in  southeast  Pennsylvania  revealed  no  signif- 
icant finding  that  awards  were  based  on  the  ability 
of  the  defendant  to  pay.  The  jurors'  decisions 
rested  primarily  on  their  consideration  of  whether 
the  plaintiff  deserved  to  win  based  on  the  facts  of 
the  case  and  the  applicable  law,  as  well  as  the  ne- 
cessity to  deter  misconduct."  Minority  Views  of 
Senator  E:mest  F.  HoUings,  Report  on  the  "Product 
Liability  'Reform'  Act",  supra.  Note  23.  page  113. 
citing  Guinther,  "The  Jury  in  America"  (Prelimi- 
nary Report  prepared  for  delivery  at  Earl  Warren 
Conference,  Cambridge,  Mass.,  June,  1986). 

"See,  Report  of  Tort  Policy  Working  Group, 
supra.  Note  65,  page  2. 

"■See.  Testimony  of  Attorney  General  Meese, 
Senate  Commerce  Committee  Hearing,  p.  13,  lines 
23-25  (May  20,  1986);  Report  of  Tort  Policy  Work- 
ing Group,  supra.  Note  65,  pp.  72-74. 

' '  The  Report  of  the  Senate  Commerce  Commit- 
tee on  page  3  cites  a  study  by  the  Insurance  Organi- 
zation on  approximately  25,000  closed  claims  which 
concluded  that,  of  every  $1  paid  in  claims,  the  in- 
surance industry  paid  "an  average  of  42t  in  defense 
costs",  67t  went  to  the  victim  and  33«  went  to  the 
victim's  attorney.  Therefore,  of  each  $1.42,  47% 
went  to  the  product  victim,  30%  to  the  product 
manufacturer's  attorney,  and  only  23%  to  the  in- 
jured victim's  attorney. 

^'See,  "Media  Blitz:  Insurers  Claim  Lawsuit 
Crisis",  72  itiTiertcan  Bar  Association  Journal  19 
(June  1,  1986).  The  Insurance  Information  Institute 
is  "supported  by  more  than  300  insurance  compa- 
nies". See  "The  Lawsuit  Crisis"  cited  in  Footnote  73 
below,  page  7. 

'*  Insurance  Information  Institute  pamphlet  enti- 
tled, "The  Lawsuit  Crisis",  p.  4  (April,  1986).  Push- 
ing for  "higher  awards"  for  catastrophlcally  in- 
jured victims  is  required  by  Canon  VII  of  the  Code 
of  Pro/etsional  Responsibility  which  requires  a 
lawyer  to  represent  his  client  "zealously  within  the 
bounds  of  the  law."  Even  the  supporters  of  prod- 
ucts liability  "reform"  admit  that  "numerous  stud- 
ies have  found  that  the  tort  system"  is  guilty  of 
"underpaying  people  with  the  most  serious  losses." 
Senate  Commerce  Committee  Report  on  the  "Prod- 
uct Liability  "Reform"  Act"",  Report  99-422  (Calen- 
dar No.  856),  page  4  (August  15,  1986). 

'*  Majority  Report  of  Senate  Commerce  Commit- 
tee on  the  Proposed  Product  Liability  Reform  Act. 
Report  99-422  (Calendar  No.  856),  p.  4  (August  15, 
1986). 

"  See.  Senate  Bill  2760,  I  204(c). 

"See,  for  example.  Additional  and  Minority 
Views  in  Senate  Commerce  Committee  Report.  Sen- 
ator Stevens  called  the  caps  ""inappropriate"  [p. 
981.  Senator  RiKkefeller  called  them  arbitrary  and 
"'nowhere  near  sufficient"  [p.  99].  Senator  CJorton 
called  them  an  "Incredible  injustice"  [p.  1011.  Sena- 
tor Holllngs  quoted  an  insurance  executive,  who 
said  they  would  inflict  "substantial  injustice"  [p. 
1041.  Senator  Inouye  called  them  "unjust  to  the 
point  of  absurdity."  [p.  1161.  And  Senator  Gore  said 
that  caps  "would  work  the  greatest  injustice 
against  individual  victims"  (p.  118]  and  concluded 
that  "Congress  must  not  sacrifice  Justice  to  reduce 
the  cost  of  litigation."  [p.  1191.  "The  [provisions  of 
the  Product  Liability  "Reform'  Act]  effectively 
leave  Injured  persons  without  anything  approach- 
ing fair  compensation  for  pain  and  suffering.  .  .  ." 
[Senator  Gore,  p.  1241. 

"  Senate  BiU  2760,  {  103(a). 

"  Senate  BUI  2760.  H  103(e)  and  302. 

'•  See.  Senate  BiU  2760.  ii  103,  301,  and  302. 


'»  Senate  Bill  1760,  {  205.  -Present  value  of  future 
damages.  An  allowance  for  future  damages  must  t>e 
reduced  to  its  present  value,  and  in  passing  on  such 
damages,  the  jury  may  allow  only  such  sum  as  put 
at  simple  interest  would,  with  interest  accumula- 
tions, amount  to  such  damages  at  the  time  or  times 
in  the  future  when  the  jury  finds  from  the  evidence 
they  will  be  susUined.""  25A  C.J.S..  Damages.  { 194, 
p.  259.  See.  also  i4m.Jur.2d.,  Damages,  {{  26-29. 

"  See,  Senate  BUI  2760,  i  102(a)(3).  Laws  which 
would  give  the  wrongdoer,  regardless  of  the  degree 
of  his  guilt,  a  credit  for  the  injured  vlctim"s  life  in- 
surance or  hospital  Insurance,  no  matter  what  the 
sacrifice  or  amount  of  premiums  which  the  victim 
has  scrimped  and  saved  to  pay.  demonstrates  the 
incredible  injustice  of  the  entire  concept  of  this  so- 
called  ""Product  Liability  "Reform"  Act"". 

"  Senate  BiU  2760.  {  102(b). 

"  See.  Senate  Commerce  Committee  Report  on 
Senate  BUI  2760.  supra.  Note  23,  p.  3,  which  cites  a 
1977  survey  of  approximately  25,000  closed  claims 
conducted  by  the  Insurance  Services  Office.  This 
survey  found  that  "insurers  paid  an  average  of  42« 
in  defense  costs""  per  $1  of  claims  paid  against  a 
typical  plaintiff"s  "'contingent  fee  of  33«  in  legal 
costs."' 

"See,  Report  of  Tort  Policy  Working  Group, 
Recommendation  No.  7,  pp.  72-74  (February.  1986). 
which  recommends  "scheduling  contingency  fees". 
See.  discussion  in  i  ( 1 )  on  pp.  22-23  above. 

"Liability  Week,  Vol.  1.  No.  8.  p.  1  (June  23. 
1986). 

"•See,  for  example,  the  recent  publication  enti- 
tled. 77ic  Need  for  Legislative  Reform  of  the  Tort 
System  (May,  1986).  which  lists  134  "endorsing  or- 
ganizations."" However,  two-thirds  of  these  organi- 
zations are  made  up  of  medical  groups  such  as  the 
American  Medical  Association,  trade  associations 
such  as  the  National  AsE(Klation  of  Manufacturers, 
and  professional  groups  such  as  the  American  Insti- 
tute of  Architects.  The  remaining  one-third  are 
mainly  made  up  of  contractors,  business  executives, 
manufacturers,  and  insurance  industry  organiza- 
tions such  as  the  National  Constructors  Ass(x;ia- 
tlon.  U.S.  Business  and  Industrial  Council,  the 
American  Insurance  Association.  General  Motors, 
and  AMOCO. 

"  See.  for  example.  "Media  Blitz:  Insurers  Claim 
Lawsuit  Crisis"".  72  ABA  J.  19  (June  1,  1986),  which 
states  that  "the  property  and  casualty  insurance  in- 
dustry has  launched  a  $6.5  million  television  and 
print  advertising  campaign  seeking  changes  In  tort 
laws.  .  .  .  The  Insurance  lndustry"s  campaign  began 
In  March  with  ads  in  Sunday  newspaper  magazines 
in  12  states.  .  .  .  Ads  have  since  appeared  In  rime. 
NeiDstoeek,  and  Readers'  Digest  The  television  ads 
were  slated  to  run  on  the  NBC  Nightly  News.  .  .  . 
The  print  ads  include  a  coupon  that  can  be  sent  to 
the  Insurance  Information  Institute  for  "The  Law- 
suit Crisis'  pamphlet.  .  .  .""  according  to  this  pam- 
phlet, the  Insurance  Information  Institute  "Is  sup- 
ported by  more  than  300  Insurance  companies."'  See 
"The  Lawsuit  Crisis",  p.  7  (Insurance  Information 
Institute)  (April,  1986). 

"See,  for  example.  "Issue  Brief.  A  Public  Policy 
Summary  on  Product  Liability  Tort  Reform"  by 
the  National  Association  of  Manufacturers  (Janu- 
ary. 1986)  in  which  the  NAM  claims  to  have  "pro- 
vided substantial  additional  input  during  the  draft- 
ing process""  of  the  so-caUed  ""Product  LiabUity 
■Reform"  Act"". 

"  This  would  include  physicians  who  want  immu- 
nity from  liability  for  medical  malpractice,  archi- 
tects who  want  immunity  from  liability  for  defec- 
tively designed  structures  such  as  the  falling 
skywalks  of  Kansas  City,  industrial  polluters  who 
reek  immunity  from  liability  for  toxic  waste,  the  as- 
bestos industry,  manufacturers  of  the  Dalkon 
Shield,  etc. 

•"See.  for  example.  Olender.  "The  Great  Insur- 
ance Fraud  of  the  Eighties."  National  Law  Journal 
p.  15  (July  21.  1986):  Stewart,  "The  "Tort  Reform 
Hoax",  Trial  89-94  (July,  1986):  Butler,  "  "Insurance 
Crisis"  A  Camouflage  for  Greed,""  Atlanta  Journal/ 
Constitution  (August  17,  1986:  Hunter  ti  Angoff, 
""Insurance  Industry  Fouls  its  Own  Nest.""  Los  Ange- 
les Times  (February  4.  1986). 

"  According  to  Consumer  Reports,  "In  June. 
1985,  John  Byrne,  then  Chairman  of  the  Board  of 
Geico,  a  major  Insurance  company,  told  the  Casual- 
ty Actuaries  of  New  York  that  "the  Insurance  indus- 
try should  quit  covering  doctors,  chemical  manufac- 
turers, and  corporate  officers  and  directors."  Byrne 
also  said.  "It  is  right  for  the  industry  to  withdraw 
and  let  the  pressure  for  [tort]  reform  buUd  in  the 
courts  and  in  the  sute  legislatures. "The  Manu- 


factured Crisis:  LiabUity  Insurance  Companies 
Have  Created  A  Crisis  And  Dumped  It  On  You." 
Consumer  Reports,  p.  544-545  (August.  1986). 

"See.  e.g..  "Industry  Blackmail"  Forces  State 
Reversal  of  Insurance  Reform.""  Greenville  News 
(February  4.  1986). 

"See.  "The  Manufactured  Crisis,""  supra.  Note 
91,  which  sutes:  "In  its  advertising  and  in  most 
statements  to  the  press  and  pubUc.  the  insurance 
industry  lays  blame  for  the  crisis  on  lawyers,  juries. 
or  victims  ...  A  more  objective  analysis  suggests 
that  the  "crisis"  is  of  the  insuran(^e  industry's  own 
making.  .  .  ."  Consumer  Reports  cites  a  Washington 
Sute  task  force  report  which  concluded  that  the 
so-called  "crisis"  is  "mostly  a  result  of  poor  man- 
agement practices  by  the  (insurance)  companies"" 
and  a  report  by  the  New  York  Govemor"s  Advisory 
Commission  on  Liability  Insurance  which  said  that 
the  Insurance  industry"s  allegedly  poor  financial 
condition  (only  $75  biUion  in  net  profits  during  the 
past  10  years]  "largely  reflects  self-inflicted 
wounds."  See.  also.  "Tort  Study  Scorecard,""  ABA  J.. 
p.  26  (September  1.  1986),  which  sUtes  that  "ABA 
officials  testified  In  February  before  a  Senate  sub- 
committee that  a  5-year  ABA  tort  study  showed  the 
system  is  working."' 

.►  "See.  Random  House  Dictionary  of  the 

English  language,  p.  1206  (Unabridged  Ed..  1973), 
wnicn  oeimes  me  wora  reiorm  as  me  unprove- 
ment  or  amendment  of  what  is  wrong,  corrupt,  un- 
satisfactory, etc.  " 

'""Equal  and  exact  justice  to  all  men.  .  .  .  free- 
dom of  religion:  freedom  of  the  press.  .  .  .  and  trtfcl 
by  juries  impartially  selected.  These  principles 
form  the  bright  constellation  which  has  gone 
before  us.  and  guided  our  steps  through  an  age  of 
revolution  and  reformation.  The  wisdom  of  our 
sages  and  the  blood  of  our  heroes  has  been  devoted 
to  their  attainment.  They  should  be  the  creed  of 
our  political  faith  .  .  .:  and  should  be  wander  from 
them  in  moments  of  error  or  alarm,  let  us  hasten  to 
retrace  our  steps  and  to  regain  the  road  which 
alone  leads  to  peace,  liberty,  and  safety.""  Thomas 
Jefferson.  First  Inaugural  Address.  Bartlett's  Fa- 
miliar Quotations,  page  472  (14th  Ed..  1968).  The 
7th  Amendment  to  the  United  States  Constitution, 
ratified  December  15.  1791.  provides  for  the  right  of 
trial  by  jury  in  civil  cases:  "In  suits  at  common  law 
...  the  right  of  trial  by  jury  shall  be  preserved 

"*  From  Mason  v.  Sainsburry.  3  Douglas  61  (Eng. 
1782)  and  YeaUs  v.  While.  132  Eng.  Rep.  793  (Eng. 
1838).  it  was  adopted  In  the  United  States  in  Propel- 
ler Monticello  v.  MoUison.  58  U.S.  152  (1854)  and 
Althorfe  V.  Wolfe.  22  NY.  355  (1860).  It  is  now 
almost  universally  foUowed  In  the  United  States. 
See  Restatement  of  Torts.  2d.  i  920A.  Comment  b.. 
by  the  American  Law  Institute,  which  provides  as 
follows:  "Benefits  from  collateral  sources  ...  It  is 
the  position  of  the  law  that  a  benefit  that  is  direct- 
ed to  the  injured  party  should  not  be  shifted  so  as 
to  become  a  windfall  for  the  tortfeasor.  If  the  plan- 
tiff  was  himself  responsible  for  the  benefit,  as  by 
maintaining  his  own  insurance  or  by  making  advan- 
tageous employment  arrangements,  the  law  allows 
him  to  keep  it  for  himself.  .  .  .  One  way  of  stating 
this  conclusion  Is  to  say  that  It  is  the  tortfeasors 
responsibility  to  compensate  for  all  harm  that  he 
causes.  .  .  ."  See.  also.  Annotation:  "Collateral 
Source  Rule:  Hospital  or  Medi<»l  Insurance".  77 
ALR3d  415  (1977). 

'  ■»  See  Scott.  77ie  Cii-i;  Law.  Vol.  4.  p.  84  adn  Vol. 
6.  p.  147  (1932).  See.  also.  League.  Roman  Private 
Law.  pp.  345-347  (1906)  and  Buckland.  A  Manual  of 
Roman  Private  Law.  {  141.  p.  349  (1939). 

'"S302(bl  of  Senate  BiU  2760  provides  that  a 
product  seller  could  be  held  liable  for  faUure  to 
warn  only  if  he  failed  to  pass  on  "written  warnings 
or  instructions  received  whUe  the  pnxluct  was  in 
the  product  seller's  possession  and  control. "  This 
would  apply  regardless  of  the  product  seUer's  own 
independent  knowledge  of  the  dangerous  nature  of 
the  product.  Therefore,  proof  that  the  product 
seller  knew  of  the  danger,  or  that  he  received  oral 
warnings  from  the  product  manufacturer,  or  writ- 
ten warnings  from  some  other  source,  would  not  be 
sufficient  to  establish  liabiUty  under  this  so-caUed 
"reform ". 

'"See,  for  example,  Waters-Pierce  Oil  Co.  v.  De- 
selms,  212  VS.  159.  177-178,  29  S.Ct.  270,  275-276. 
53  L-Ed.  453  (1909):  Huset  v.  J.l.Case  Threshing  Ma- 
chine Co..  120  Fed.  865  (8th  Cir.  1903):  LouU  v. 
Terry  111  Cal.  39.  43  Pac.  398  (1896);  Schubert  v. 
J.R.  Clark  Co..  49  Minn.  331.  51  N.W.  1103  (1892). 
See  cases  coUected  in  the  Reporter's  Notes  to  the 
Appendix  to  }  388  of  the  Restatement  of  Torts,  id. 
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pp.  373-374.  See.  kiso  Reitatement  of  Torts.  2d, 
1388. 

"•5  302(8)  of  the  Senate  Bill  2760  limits  the  prod- 
uct seller's  liability  to  "Independent  acts  of  negli- 
gence or  breach  of  express  warranty"  independent 
of  any  express  warranty  made  by  [the]  manufac- 
turer." Therefore,  by  necessary  Implication, 
i  302(a)  abolUhes  SS  2-314  and  2-315  of  the  Uni~ 
form  Commercial  Code  which  has  been  adopted  in 
■11  50  sutes.  See.  generally.  3  S<juillante  &  Fonseca. 
WiUUton  on  Sales,  ii  15-19  through  15-23.  pp.  387- 
413  (Lawyers  Co-op..  1974). 

"•Section  1641  of  the  Code  Napoleon,  adopted  in 
France  In  1804.  provides  that  "the  vendor  is  bound 
to  warranty  by  reason  of  concealed  defects  in  the 
thing  sold  which  render  it  unfit  for  the  use  to 
which  It  is  destined.  .  .  ."  Uabllity  for  implied  war- 
ranty is  now  codified  in  !  2-315  of  the  Uniform 
Commercial  Code  adopted  in  all  50  states.  Implied 
warranties  under  English  common  law  have  existed 
(or  more  than  2(X)  years.  See  Blackstone's  Commen- 
taries on  the  Laics  of  England,  Vol.  III.  page  158. 
which  states  that  Implied  contracts  "are  such  as 
reason  and  justice  dictate,  and  which  therefore  the 
law  presumes  that  every  man  has  contracted  to  per- 
form; and.  upon  this  presumption,  makes  him 
answer  to  such  persons,  as  suffer  by  his  nonper- 
formance." See.  also.  Blackslone,  Vol.  III.  page  165. 
which  states:  "In  contracts  for  provisions  it  is 
always  implied  that  they  are  wholesome:  ana,  if 
they  be  not.  the  same  remedy  may  be  had.  Also  if 
he.  that  selleth  any  thing,  doth  upon  the  sale  war- 
rant it  to  be  good,  the  law  annexes  a  tacit  contract 
to  this  warranty,  that  if  it  be  not  so.  he  shall  make 
compensation  to  the  buyer:  else  it  is  an  injury  .  .  . 
for  which  an  action  .  .  .  will  lie  to  recover  dam- 
ages." 

""See.  5  320(a)  of  Senate  Bill  2760  quoted  in 
Footnote  78  al)ove,  which  abolishes  by  necessary 
implication  strict  liability  and  Implied  warranty  on 
the  part  of  the  product  seller. 

'"  See  Reporters  Notes  to  5  402A  of  the  Restate- 
ment 0/  Torts.  2d. 

'"' "Begiiming  about  1431".  according  to  Dean 
Prosser.  See  Prosser.  The  Assault  Upon  the  Cita- 
del (Strict  Liability  to  the  Consumer)".  69  Yale  Law 
J.  1099.  1104  (1960).  Columbus  was  born  around 
1446. 

"1  Van  Bracklxn  v.  Fonda,  12  Johns.  468  (NY. 
1815)  called  It  a  principle,  not  only  salutary,  but 
necessary  to  the  preservation  of  life  and  health." 
See  Prosser.  supro.  Note  46.  page  1104. 

'••See  Beyond  Pood".  Prosser.  Supra,  Note  46. 
pp.  1110-1114 

'•»  "A  manufacturer  is  strictly  liable  in  tort  when 
an  article  he  places  on  the  market,  knowing  that  it 
Is  to  t>e  used  without  inspection  for  defects,  proves 
to  have  a  defect  that  causes  injury  to  a  human 
being."  Greenman  v.  Yuba  Power  Products.  Inc.,  59 
Cal.2d  57.  27  Cal.  Rptr.  697.  377  P.2d  897  (1963). 
'••  See  {  402A  of  the  Restatement  of  Torts,  2d 
'•'The  exceptions  are  Massachusetts.  Virginia. 
North  Carolina,  and  Wyoming. 
'••See.  Footnote  185  above. 

""By  abolishing  the  collateral  source  rule,  the 
proposed  Act  would  effectively  abolish  the  right  of 
most  product  victims  to  recover  for  their  medical 
expenses  and  loss  of  wages.  To  the  extent  that  "net 
economic  loss"  exists.  Senate  Bill  2760.  §  201(g), 
places  the  determination  of  all  such  issues  in  the 
hands  of  the  judge.  Arbitrary  caps  on  damages  de- 
prive the  catastrophjcally  injured  product  victim  of 
his  right  to  a  jury  trial.  See,  ::  102(a)(6)  and  204(c). 
The  victim's  current  rights  to  a  jury  trial  against 
the  product  seller  are  effectively  abolished  by  the 
abolition  of  strict  liability,  implied  warranty,  and 
failure  to  warn  on  the  part  of  the  product  seller. 
See,  iS  302(a)  and  302(b). 

""'  Random  House  Dictionary  of  the  English  Lan- 
guage, P-  775  (Unabridged  Edition  1973). 

••'  See.  Minority  Views  of  Senator  Daniel  K. 
Inouye  of  Hawaii,  who  stated:  "A  cap  (on  damages] 
.  .  .  amounts  to  telling  a  victim  that,  as  a  matter  of 
Congressional  policy,  the  pain  that  he  has  suffered 
or  quality  of  life  he  has  lost  Is  worth  only  $150,000. 
8250.000.  or  some  arbitrary  figure  selected  because 
It  sounds  fair.  I  believe  this  is  unjust  to  the  point  of 
absurdity."  Senate  Commerce  Committee  Report 
on  Senate  Bill  2760.  page  116.  See,  also.  Minority 
Views  of  Senator  Albert  Gore,  Jr..  of  Tennessee, 
who  sUted  that.  "The  Committee  Bill  .  .  .  fails  to 
assure  Justice,  fairness  and  adequate  compensation 
for  those  injured  by  defective  products.  .  . 
Report,  supra,  page  117.  Senator  Gore  stated  that 
the  Bill  would  "Effectively  leave  injured  persons 
without  anything  approaching  (air  compensation 


for  pain  and  suffering.  .  .  ."  Report,  supra,  page 
124. 

'•'Perlman.  "All  Pain  and  Suffering  Is  Not 
Equal,""  Tnai  p.  5  (June.  1986J. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  motion  to 
proceed? 

Mr.  LEVIN  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Michigan. 

Mr.  LEVIN.  Mr.  President,  I  wonder 
if  I  could  have  the  attention  of  the 
majority  leader  for  a  moment. 

I  wonder  if  the  majority  leader 
might  help  me  by  answering  a  ques- 
tion, if  he  can.  Since  the  vote  of  some 
could  be  affected  by  what  happens 
after  the  vote,  is  the  majority  leader 
in  a  position  to  tell  us  what  his  plans 
are  relative  to  this  bill  in  the  event 
that  the  motion  to  proceed  is  agreed 
to? 

Mr.  DOLE.  Mr.  President,  if  I  had 
my  "druthers,"  we  would  pass  the  bill. 
But  it  is  fairly  obvious,  after  two  or 
three  votes— and  we  have  given  this  a 
pretty  good  shot— that  it  is  not  going 
to  happen  this  year. 

I  hope  to  adjourn  by  October  3.  I 
think  we  have  a  real  opportunity  to  do 
that. 

I  have  discussed  this  with  the  distin- 
guished Senator  from  Wisconsin  [Mr. 
Kasten]  who  feels  very  strongly  about 
this  bill.  I  have  discussed  it  with  the 
chairman  of  the  Commerce  Commit- 
tee, Senator  Danforth,  and  I  think 
that,  realistically,  after  this  vote,  I  will 
pull  the  bill  from  the  calendar. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  motion  to 
proceed? 

Mr.  KASTEN.  Mr.  President,  I  ask 
for  the  yeas  and  nays. 

The     PRESIDING     OFFICER.     Is 
there  a  sufficient  second? 
There  is  a  sufficient  second. 
The  yeas  and  nays  were  ordered, 

VOTE  ON  MOTION  TO  PROCEED 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
to  proceed.  On  this  question  the  yeas 
and  nays  have  been  ordered  and  the 
clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll. 

Mr.  SIMPSON.  I  announce  that  the 
Senator  from  Utah  [Mr.  Garn]  and 
the  Senator  from  Idaho  [Mr.  Symms] 
are  necessarily  absent. 

Mr.  CRANSTON.  I  announce  that 
the  Senator  from  Arkansas  [Mr. 
Prvor]  is  absent  because  of  illness  in 
the  family. 

I  further  armounce  that,  if  present 
and  voting,  the  Senator  from  Arkansas 
[Mr.  Pryor]  would  vote  "yea." 

The  PRESIDING  OFFICER  (Mr. 
BoscHWiTZ).  Are  there  any  other  Sen- 
ators in  the  Chamber  who  desire  to 
vote? 

The  result  was  announced— yeas  84, 
nays  13,  as  follows: 


[RoUcall  Vote  No.  295  Leg,] 
YEAS— 84 


Abdnor 

Glenn 

McConnell 

Andrews 

Goldwater 

Mitchell 

Armstrong 

Gore 

Moynihan 

Bentsen 

Gorton 

MurkowsU 

BIden 

Gramm 

Nickles 

Bingaman 

Grassley 

Nunn 

Boren 

Hatch 

Packwood 

Boschwitz 

Hatfield 

Pell 

Bradley 

Hawkins 

Pressler 

Broyhlll 

Hecht 

Proxmire 

Bumpers 

Heinz 

Quayle 

Burdick 

Helms 

Riegle 

ByT& 

Humphrey 

Rockefeller 

Chafee 

Inouye 

Roth 

Chiles 

Kassebaum 

Rudman 

Cochran 

Kasten 

Sarbanes 

Cohen 

Keimedy 

Sasser 

Danforth 

Kerry 

Simon 

Denton 

Lautenberg 

Specter 

Dixon 

Laxalt 

Stafford 

Dodd 

Leahy 

Stevens 

Dole 

Levin 

Thurmond 

Domenici 

Long 

Trlble 

Durenberger 

Lugar 

Wallop 

Eagleton 

Mathlas 

Warner 

Evans 

Matsunaga 

Weicker 

Exon 

Mattingly 

Wilson 

Ford 

McClure 
NAYS-13 

Zorinsky 

Baucus 

Hart 

Metzenbaum 

Cranston 

Heflin 

Simpson 

D'Amato 

Hollings 

Stennls 

DeConcini 

Johnston 

Harkin 

Melcher 

NOT  VOTING-3 

Garn  Pryor  Symms 

So  the  motion  to  proceed  was  agreed 
to. 

D  1930 

Mr.  KASTEN.  Mr.  President,  I  move 
to  reconsider  the  vote  by  which  the 
motion  was  agreed  to. 

Mr.  HOLLINGS.  Mr.  President,  I 
move  to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  KASTEN.  Mr.  President,  I  think 
this  vote  shows  there  is  not  only 
strong  support  but  tremendous  sup- 
port for  product  liability  reform 

This  overwhelming  vote  shows  that 
almost  all  of  my  colleagues  are  ready 
to  provide  national  uniformity  and 
clarity  to  the  product  liability  system. 
Only  a  tiny  minority  of  my  colleagues 
still  resist  a  Federal  solution  to  this 
national  crisis.  During  the  waming 
days  of  this  99th  Congress,  unfortu- 
nately, that  minority  has  effectively 
prevented  enactment  of  this  legisla- 
tion. 

I  find  it  particularly  ironic  that  the 
tactics  of  delay,  obfuscation.  and  use 
of  legal  technicalities  have  been  used 
by  this  minority  to  prevent  tort 
reform.  These  are  the  very  tactics  the 
trial  attorneys  use  in  the  courtroom 
which  have  compelled  the  American 
public  to  demand  Federal  relief  from 
the  tort  crisis.  This  Is  now  the  third 
Congress  in  which  we  have  attempted 
to  reform  our  product  liability  system. 
With  each  year,  more  and  more  of  my 
colleagues  have  become  convinced 
that  Federal  tort  reform  is  absolutely 
essential.  I  am  confident  that  next 
Congress  we  can  begin  action  in  the 
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other  body  and  the  Senate  simulta- 
neously and  early  so  that  we  will  not 
again  be  prevented  from  achieving 
reform  by  the  special  interests  of  a 
handful  of  trial  attorneys.  The  Ameri- 
can people  are  sick  and  tired  of  paying 
what  is  in  effect  a  trial  attorneys  tax 
on  every  product  they  buy.  They  have 
a  right  to  a  fair,  equitable,  and  uni- 
form product  liability  system. 

Next  year.  Congress  can  and  will 
provide  it. 

Mr.  DOLE  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
majority  leader. 

Mr.  DOLE.  Mr.  President.  I  want  to 
thank  both  the  distinguished  Senator 
from  Wisconsin,  Senator  Kasten,  and 
the  distinguished  Senator  from  South 
Carolina.  Senator  Rollings.  As  I  indi- 
cated earlier,  in  my  view  there  is 
strong  support  for  this  legislation,  but 
it  is  obvious  we  are  not  going  to  con- 
clude this  year.  We  are  in  the  last, 
hopefully,  6  or  7  days  of  the  session.  I 
commend  the  distinguished  Senator 
from  Wisconsin  and  others  who  sup- 
port this.  It  is  a  bipartisan  bill.  But  I 
believe  those  who  oppose  it  feel  just  as 
strongly.  It  is  fairly  obvious  to  me  that 
the  best  way  to  proceed  at  this  point 
would  be  to  ask  unanimous  consent 
that  the  product  liability  bill,  S.  2760, 
be  returned  to  the  calendar. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered 

Mr.  ROLLINGS.  I  thank  the  distin- 
guished majority  leader. 

Mr.  President,  let  me  ask  unanimous 
consent  that,  since  we  brought  this 
matter  to  a  prompt  close.  Senators 
who  wish  to  include  their  speeches  be 
permitted  to  place  their  speeches  into 
the  Record  if  they  send  them  to  the 
desk  during  the  next  hour. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DODD.  Mr.  President,  for  years, 
the  Congress  has  been  bombarded 
with  stories  from  manufacturers  about 
how  they  have  been  found  liable  for 
huge  judgments  in  cases  where  either 
their  conduct  was  not  negligent  or 
where  the  injured  party  grossly  mis- 
used the  product,  thereby  causing  the 
injury.  The  early  efforts  at  product  li- 
ability reform  reflected  the  manufac- 
turers' concerns  and  were  directed  at 
changing  the  legal  standards  by  which 
we  assess  liability  in  order  to  msike 
them  fairer  for  manufacturers. 

However,  when  one  examines  the 
premises  for  these  changes,  it  seems 
clear  that  such  a  tort  "reform"  effort 
was  doomed  from  the  start.  The  tort 
reform  approach  had  two  basic  prem- 
ises. First,  it  assumed  that  judges  and 
juries  had  become  sympathetic  to  vic- 
tims and  were  twisting  tort  laws  to 
find  ways  to  compensate  injured 
people.  The  notion  was  that  injured 
people  had  inadequate  other  resources 
to  care  for  themselves  and  that  manu- 
facturers, either  because  of  their  size 


or  their  insurance,  were  in  a  better  po- 
sition to  absorb  the  losses.  If  this 
theory  is  correct,  and  I  think  there  are 
good  reasons  to  believe  it,  then  it 
seems  logical  to  me  that  the  Congress 
could  not  devise  any  tort  standards 
that  a  sympathetic  judge  and  jury 
could  not  pervert  if  they  really  wanted 
to  compensate  people. 

Second,  the  supporters  of  tort 
reform  believed  that  by  establishing 
Federal  tort  rules  we  would  be  able  to 
reduce  transaction  costs  because  law- 
yers would  not  have  to  spend  their 
time  trying  to  determine  the  law  in  51 
different  jurisdictions.  Unfortunately, 
that  premise  does  not  reflect  what  at- 
torneys bill  their  clients  for  In  product 
liability  cases.  Rather  than  spending 
their  time  researching  the  law,  law- 
yers spend  the  vast  bulk  of  their  time 
developing  the  facts,  and  tort  reform 
would  not  change  that  need  one  iota. 

To  conclude  that  tort  reform  would 
not  be  a  panacea  for  the  manufactur- 
ers is  not  to  conclude  that  we  should 
keep  the  present  system.  In  1984,  I  set 
out  to  examine  the  existing  data  to  see 
if  perhaps  the  tort  system  was  a  bad 
one  for  victims  as  well,  to  see  if  there 
might  be  a  common  interest  among 
victims  and  manufacturers  in  improv- 
ing the  present  system.  What  I  found 
should  distress  anyone  concerned 
about  providing  prompt  and  adequate 
compensation  for  irmocent  people  in- 
jured by  defective  products.  I  found  a 
system  that  fails  to  pay  a  significant 
number  of  people  we  would  all  consid- 
er worthy  of  compensation;  a  system 
that  grossly  overpays  people  with 
small  losses  and  sadly  underpays  those 
with  the  most  serious  losses;  a  system 
that  takes  too  long  to  pay  the  people 
it  does  pay;  and  a  system  that  is  so  in- 
efficient that  it  pays  more  to  lawyers 
than  to  victims. 

These  findings  are  consistent  with 
other  studies  of  the  deficiencies  of  the 
tort  system,  dating  back  to  1933.  A 
comprehensive  survey  of  24,452  claims 
done  by  the  insurance  services  office 
in  1977  produced  the  following  profile 
of  claims: 

One-third  of  all  claims  were  closed 
with  no  payment  whatsoever.  While 
some  of  these  claims  undoubtedly  in- 
volved negligent  "vicims,"  they  also  in- 
cluded situations  where  we  would  all 
agree  that  the  victims  were  innocent. 
For  example,  the  tort  system  provides 
nothing  for  children  injured  for  life  by 
childhood  vaccines  because  vaccines 
are  "unavoidably  unsafe"  products. 
That  is  to  say,  they  help  more  people 
than  they  hurt.  Unfortunately,  many 
of  the  people  they  hurt  end  up  phys- 
ically and  mentally  handicapped  for 
the  rest  of  their  lives  and  their  par- 
ents and  relatives  get  no  help  from  the 
manufacturers  to  care  for  them. 

People  with  economic  losses  between 
$1  and  $1,000  who  were  successful  in 
their  claims  recovered  an  average  of 
482  percent  of  their  economic  losses— 


the  amoimt  over  100  percent  being  for 
noneconomic  losses.  On  the  other 
hand,  people  with  the  most  serious  in- 
juries, those  with  losses  over  $100,000 
recovered  less  than  100  percent  of 
their  economic  losses.  The  most  dra- 
matic disparity  between  losses  and  re- 
coveries was  for  the  10  people  whose 
losses  exceeded  $1  million.  Their  re- 
covery, net  of  their  attorneys'  fees, 
was  only  6  percent. 

The  importance  of  compensating 
people  with  serious  injuries  is  brought 
home  equally  graphically  by  the  fact 
that  people  with  losses  over  $100,000 
were  only  2  percent  of  the  victims,  but 
they  incurred  78  percent  of  the  losses. 

For  those  people  fortunate  enough 
to  recover,  the  average  time  to  recover 
the  average  amount  was  fully  5  years, 
with  people  with  the  largest  losses 
waiting  even  longer  to  recover.  For 
people  with  inadequate  other  re- 
sources to  pay  for  their  medical  and 
rehabilitation  losses  and  their  work 
losses,  5  years  is  an  unconscionably 
long  time. 

Finally,  analysis  of  the  ISO  data  re- 
vealed that  attorneys  for  both  sides  re- 
ceived slightly  more  than  the  victims. 

The  fact  that  attorneys  make  so 
much  money  from  the  system  is  not  a 
criticism  of  attorneys;  it  is  the  logical 
result  of  a  system  that  requires  attor- 
neys for  resolution. 

While  the  ISO  data  dates  back  to 
1977,  the  basic  conclusions  have  been 
confirmed  in  subsequent  studies,  in- 
cluding a  July,  1986  Rand  Institute  for 
Civil  Justice  study  of  transaction  costs 
and  two  Alliance  of  American  Insurer 
studies  of  people  with  tort  recoveries 
over  $100,000. 

If  the  tort  system  is  a  pernicious  one 
for  both  victims  and  manufacturers, 
what  can  we  do  to  improve  it  for  all 
concerned?  My  answer,  contained  in 
Senate  Amendment  10  to  S.  100,  was 
to  create  a  system  designed  to  encour- 
age resolution  of  product  liability 
cases  outside  of  the  legal  system. 

Thereafter  I  worked  with  Senator 
Danforth,  and  consumer,  labor  and 
business  people  to  try  to  find  an  ac- 
ceptable formulation  of  these  stand- 
ards. When  Senator  Danforth  intro- 
duced S.  1999  in  November,  1985,  I  co- 
sponsored  it  because  I  hoped  it  would 
bridge  the  gap  among  the  interested 
parties,  although  I  was  concerned  that 
the  standard  for  payment  in  the 
claims  system  was  getting  too  compli- 
cated to  be  workable. 

Unfortunately,  after  almost  a  year's 
work,  we  were  unable  to  devise  stand- 
ards that  the  different  parties  were 
comfortable  with.  In  brief,  it  seemed 
as  if  the  business  community  was  con- 
cerned that  it  would  have  to  pay  all 
persons  injured  by  products  and  con- 
sumer groups  were  afraid  that  not 
enough  people  would  be  compensated. 
While  I  understand  the  difficulties 
and  uncertainties  when  one  is  dealing 
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with  new  concepts,  I  was  very  disap- 
pointed that  we  could  not  get  agree- 
ment to  try  a  reasonable  alternative  to 
the  tort  system. 

Nevertheless,  I  was  extremely  en- 
couraged when  Senator  Danforth 
sought  to  devise  a  system  using  eco- 
nomic incentives  to  try  to  produce 
similar  results.  In  light  of  the  fact 
that  many  of  the  groups  that  were 
having  difficulty  with  new  standards 
had  recommended  such  an  alternative, 
I  was  hopeful  that  it  might  prove  a 
second  best  solution. 

The  result  of  that  process  was  S. 
2760.  It  has  some  shortcomings  in  my 
mind— all  actions  having  to  be  initiat- 
ed through  a  court  proceeding  would 
increase  transactions  costs  unnecessar- 
ily; the  failure  to  include  new  stand- 
ards for  limited  recoveries  will  mean 
that  some  innocent  injured  persons 
will  not  recover;  manufacturers  need 
more  information  to  decide  whether  to 
pay;  and  limitations  on  recoveries  can 
be  unfair  in  some  cases. 

On  the  other  hand,  I  think  the  test 
on  this  bill  must  be  whether  it  would 
create  a  system  which  is  demonstrably 
better  than  the  present  one;  not 
whether  it  would  create  the  ideal 
system.  By  this  standard  I  think  the 
argimients  for  enacting  S.  2760  are 
very  strong. 

First,  let  me  remind  you  about  the 
present  system.  For  victims,  it  is  a  lot- 
tery. Some  recover  big  judgments. 
Some  recover  small  ones.  And  some  re- 
cover nothing.  Far  too  often  what  you 
recover  has  little  to  do  with  how  you 
were  injured  and  the  extent  of  your 
injuries.  Instead,  it  has  a  lot  to  do  with 
what  State  you  were  injured  in; 
whether  you  have  the  economic  re- 
sources to  wait  out  a  good  settlement; 
how  good  your  lawyer  is;  and  how 
sympathetic  your  judge  and  jury  are. 
No  study  of  the  tort  system  has  ever 
shown  that  similarly  injured  people 
receive  similar  treatment.  Such  a 
system  is  not  a  system  of  individual- 
ized justice.  It  is  a  lottery. 

And  it  is  a  system  in  which  the  victo- 
rious are  often  losers  as  well.  While 
victims  are  waiting  to  recover— an  av- 
erage of  5  years— they  are  often  forced 
to  expend  their  assets  and  carmot 
afford  to  pay  for  needed  rehabilita- 
tion. Oftentimes  the  uncertainty  of 
future  recovery  creates  every  bit  as 
much  pain  and  suffering  as  the  injury 
itself. 

The  system  has  similar  deleterious 
effects  on  manufacturers.  SmaU  ones 
run  the  risk  of  being  put  out  of  busi- 
ness if  they  lose  a  suit,  which  might  be 
appropriate  if  they  were  at  fault  but 
in  many  cases  they  are  not.  Large 
manufacturers  can  sometimes  use 
their  resources  to  wait  out  the  victims 
and  settle  for  very  little.  Sometimes 
they  gamble  and  lose. 

What  will  S.  2760  do  to  put  an  end  to 
this  lottery?  The  answer  is  that  it  wiU 
give  manufacturers  strong  incentives 


to  make  fair  settlements— payment  of 
all  net  economic  losses,  without  limita- 
tion on  time,  for  small  injury  cases 
and  payment  of  aU  net  economic  losses 
and  $100,000  for  noneconomic  losses  in 
cases  of  very  serious  injury. 

And  why  will  manufacturers  make 
such  offers  when  they  don't  today? 
Because  if  they  make  such  an  offer, 
and  the  injured  person  turns  it  down, 
the  manufacturer's  liability  will  be 
capped— at  $50,000  for  noneconomic 
damages  in  small  cases  and  $250,000  in 
cases  of  very  serious  injury  or  death. 

These  numbers  are  arbitrary  by  defi- 
nition, but  I  think  the  premise  is 
soimd— in  order  to  encourage  manu- 
facturers to  pay  victims  fair  amounts, 
you  are  going  to  have  to  give  them  an 
incentive  to  do  so.  Having  failed  to 
find  an  acceptable  incentive  in  terms 
of  changes  in  the  tort  system,  then 
economic  incentives  are  one  such 
option. 

That  brings  me  to  the  most  contro- 
versial part  of  the  bill— the  caps.  Many 
have  said  that  $250,000  is  not  enough 
for  the  person  who  suffers  a  lifelong 
injury.  In  the  abstract,  I  agree.  But  re- 
member what  we  are  doing  here:  we 
are  comparing  S.  2760  to  the  present 
system.  So  let  me  explain  why  I  think 
the  cap  is  beneficial: 

While  $250,000  for  pain  and  suffer- 
ing—before subtraction  for  attorneys' 
fees— may  offend  your  and  my  sense 
of  adequacy  for  a  paraplegic,  remem- 
ber that  the  present  system  may  pay 
that  person  nothing,  for  a  whole  host 
of  reasons,  or  if  the  person  is  lucky 
enough  to  win,  the  data  tells  us  that  in 
cases  of  losses  of  $1  million  or  more, 
the  average  recovery  is  6  percent. 

The  $250,000  cap  would  apply  only 
in  cases  where  a  manufacturer  agrees 
to  pay  that  person's  net  economic 
losses  and  $100,000  for  pain  and  suf- 
fering and  makes  the  offer  within  120 
days  after  a  suit  is  filed.  That  is  vastly 
superior  to  the  more  than  5  years  such 
a  person  would  have  to  wait  today. 

If  the  manufacturer  does  not  make 
such  an  offer,  there  would  be  no  cap. 

If  you  have  no  cap  for  serious  injury 
cases,  then  the  manufacturer  has  no 
incentive  to  make  a  settlement  offer, 
because  he  knows  he  can  wait  out 
most  victims  and  settle  for  a  pittance. 
Furthermore,  the  present  system  gives 
the  manufacturer  little  incentive  to 
make  an  offer  because  such  would  be 
viewed  as  an  admission  of  liability  that 
would  be  the  starting  point  for  negoti- 
ations and  because  the  offer  would 
have  to  be  large  enough  to  cover  the 
plaintiff's  attorney's  standard  one- 
third  fee. 

In  sum,  the  answer  to  the  paradox 
of  how  a  cap  on  a  victim's  recovery  can 
produce  fairer  recoveries  lies  in  com- 
parison with  the  present  system.  The 
right  of  a  seriously  injiu^d  person  to 
sue  is  important,  but  it  does  not  com- 
pare with  the  right  of  that  person  to 


recover  a  fair  amount  in  a  timely  fash- 
ion. 

Finally,  Mr.  President,  while  I  think 
the  approach  contained  in  S.  2760  is  a 
fair  one,  it  is  evident  that  there  is  no 
magic  to  the  numbers  or  even  to  the 
formulation.  What  is  clear  is  that  we 
must  produce  a  system  that  is  fairer 
than  the  present  one  for  all  parties 
and  that  we  can  do  so.  I  respect  the 
concerns  expressed  by  Senator  Inouye 
and  others  and  stand  prepared  to  work 
with  them  to  devise  a  better  system  to 
achieve  this  vital  objective.  We  cannot 
guarantee  the  American  public  the 
ideal  system,  but  we  owe  them  our 
best  effort  to  produce  a  better  one. 

Mr.  LUGAR.  Mr.  President,  there  is 
no  more  important  issue  facing  busi- 
nesses today  than  the  cost  and  avail- 
ability of  liability  insurance,  and  the 
underlying  need  for  product  liability 
reform.  Some  of  our  colleagues  have 
noted  that  our  Nation's  small  business 
community  spoke  with  a  strong,  uni- 
fied voice  last  month  in  making  liabil- 
ity reform  the  top  policy  priority  at 
the  White  House  Conference  on  Small 
Business.  It  is  also  important  to  note 
that  ranking  ninth  on  the  Confer- 
ence's list  of  60  final  recommendations 
was  a  call  for  enactment  of  S.  2760, 
with  the  Kasten-Lugar  fault-based  de- 
fense amendment.  I  urge  my  col- 
leagues to  move  to  consideration  of 
this  S.  2760  so  that  the  Senate  may 
consider  this  important  issue  of  prod- 
uct liability  and  various  amendments 
designed  to  improve  the  legislation. 

The  underlying  legislation  would  be 
improved  with  the  addition  of  some 
fault  standards.  Traditionally,  tort  law 
has  held  that  those  whose  wrongful 
acts  cause  harm  should  be  held  re- 
sponsible, and  those  who  have  not 
acted  wrongfully  should  not  be  held 
responsible.  But  court  actions  in 
recent  years  have  breached  this  long- 
standing principle  of  tort  law. 

The  fault-based  amendment  Senator 
Kasten  and  I  want  to  offer  does  not 
establish  a  Federal  product  liability 
standard.  The  strict  liability  standards 
used  in  most  States  would  continue  to 
apply.  The  amendment  does  place  an 
outer  limit  on  State  law  by  providing 
two  defenses  that  preclude  the  imposi- 
tion of  "strict  strict"  or  absolute  liabil- 
ity. 

Even  though  the  amendment  woiild 
affect  the  law  in  oiUy  a  few  States,  it 
is  nevertheless  important  to  liability 
reform.  Because  national  manufactur- 
ers are  potentially  liable  for  products 
that  are  sold  and  used  in  many  States, 
their  insurance  costs  must  take  into 
account  the  law  in  the  most  extreme 
SUte. 

Adoption  of  a  Federal  product  liabil- 
ity law  and,  specifically,  a  fault-based 
amendment  is  necessary  for  several 
reasons.  First,  a  fault-based  standard 
would  restore  some  predictability  to 
tort  law.  Holding  manufacturers  re- 
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sponsible  for  harm  caused  by  the 
Eolsiise  of  their  products,  or  for  risks 
that  could  not  reasonably  have  been 
known  at  the  time  of  manufacture, 
creates  completely  unlimited  expo- 
sure. No  one  can  predict  all  the  ways  a 
product  might  be  misused,  or  what 
risks  a  new  scientific  process  could  dis- 
cover in  products  manufactured  years 
ago.  The  unpredictability,  more  than 
actual  monetary  awards,  has  created 
the  crisis  in  liability  insurance.  The 
Kasten-Lugar  amendment  would 
eliminate  two  areas  of  unpredictability 
and,  in  the  process,  help  to  alleviate 
the  liability  crisis. 

Adoption  of  a  fault  standard  would 
also  add  fairness  to  the  tort  law.  If  an 
individual  is  harmed  by  his  or  her  own 
actions  in  misusing  or  altering  a  prod- 
uct, it  is  unfair  to  hold  someone  else 
responsible.  If  a  manufacturer  could 
not  reasonably  have  prevented  harm, 
it  has  not  acted  wrongfully.  In  these 
two  instances,  this  amendment  would 
preclude  the  Imposition  of  liability 
against  innocent  manufacturers. 
Clearly,  however,  if  a  business  manu- 
factures a  defective  product  it  should 
be  responsible.  Our  efforts  to  reform 
the  tort  system  should  not  change  this 
important  concept. 

Continuation  of  the  status  quo  is  un- 
acceptable. We  should  not  continue  an 
unpredictable  system  of  tort  law 
which  lends  itself  to  upward  pressure 
on  insurance  premiums.  We  should 
not  continue  the  unfairness  of  holding 
innocent  manufacturers  liable  when 
their  products  are  misused  and  when 
they  could  not  reasonably  have  luiown 
about  risks  at  the  time  of  manufac- 
ture. We  should  not  inhibit  the  devel- 
opment of  new  products  nor  should  we 
continue  a  system  that  leads  to  the 
withdrawal  of  beneficial  products 
from  the  market. 

I  urge  my  colleagues  to  move  to  the 
consideration  of  S.  2760.  We  should 
not  and  cannot  maintain  the  status 
quo. 


FEDERAL-AID  HIGHWAY  ACT  OP 
1986 

Mr.  DOLE.  Mr.  President,  I  under- 
stand clearance  has  been  obtained 
from  the  distinguished  minority  leader 
that  we  can  proceed  with  the  appoint- 
ment of  conferees  on  the  highway  bill. 
I  ask  that  the  Chair  be  authorized  to 
appoint  conferees. 

The  motion  was  agreed  to,  and  the 
Presiding  Officer  appointed  the  fol- 
lowing as  conferees  on  the  part  of  the 
Senate: 

ElfVIKOimKIlT  AMD  PUBUC  WOBKS 

First.  For  Title  I  of  S.  2405  and  Title 
I  of  H.R.  3129,  and  for  section  204,  55 
mph  speed  limit;  section  202  (a)(1) 
Bridge  replacement  and  rehabilitation 
program  authorizations,  (a)(2)  Elimi- 
nation of  hazards  authorization,  (a)(S) 
PHWA  highway  safety  construction 
authorization:  (a)(6)  PHWA  highway 


safety  research  and  development  au- 
thorization; section  209  Use  of  certain 
reports  as  evidence;  section  210  Emer- 
gency call  boxes;  section  211  Railroad- 
highway  crossings  authorization;  sec- 
tion 215  Railroad-highway  crossing 
needs. 

Mr.  Staftord,  Mr.  Symms.  Mr.  Chaf- 
fee, and  Mr.  Abdnor. 

Mr.  Bentsen,  Mr.  Burdick,  and  Mr. 
Mitchell. 

finances 

Second.  For  Title  III  of  S.  2405  and 
Title  V  of  H.R.  3129,  extending  the 
Highway  Trust  Fund. 

Mr.  Packwood,  Mr.  Dole,  and  Mr. 
Roth. 

Mr.  Long,  and  Mr.  Bentsen. 

BANKING,  HOUSING  AND  nRBAN  ArFAIRS 

Third.  For  provisions  dealing  with 
urban  mass  transportation  (including 
title  II  of  S.  2405  and  title  III  of  H.R. 
3129). 

Mr.  Garn,  Mr.  Heinz,  and  Mr. 
Hecht. 

Mr.  Prozmire,  and  Mr.  Dixon. 

commerce  SCIENCE  AND  TRANSPORTATION 

Fourth.  For  provisions  dealing  with 
highway  safety  (including  title  II  of 
H.R.  3129  except  for  Section  202  (a)(1) 
Bridge  replacement  and  rehabilitation 
program  authorizations,  (a)(2)  Elimi- 
nation of  hazards  authorization,  (a)(5) 
FHWA  highway  safety  construction 
authorization,  (a)(6)  FHWA  highway 
safety  research  and  development  au- 
thorization; Section  209  Use  of  certain 
reports  as  evidence;  Section  210  Emer- 
gency call  boxes;  Section  211  Railroad- 
highway  crossings  authorization;  Sec- 
tion 215  Railroad-highway  crossing 
needs.). 

Mr.  Danforth,  and  Mr.  Packwood. 

Mr.  HOLLINGS. 

GOVERNMENTAL  AFFAIRS 

Fifth.  For  provisions  dealing  with 
the  Uniform  Relocation  Act. 
Mr.  Dxtrenberger,  and  Mr.  Roth. 
Mr.  Chiles. 


HIGHER  EDUCATION  ACT  AMEND- 
MENTS—CONFERENCE REPORT 

Mr.  STAFFORD.  Mr.  President,  I 
submit  a  report  of  the  committee  of 
conference  on  S.  1965  and  ask  for  its 
immediate  consideration. 

The  PRESIDING  OFFICER.  The 
report  will  be  stated. 

The  assistant  legislative  clerk  read 
as  follows: 

The  committee  of  conference  on  the  dis- 
agreeing votes  of  the  two  Houses  on  the 
amendment  of  the  House  to  the  bill  (S. 
1965)  to  reauthorize  and  revise  the  Higher 
Education  Act  of  1965,  and  for  other  pur- 
poses, having'  met,  after  full  and  free  confer- 
ence, have  agreed  to  recommend  and  do  rec- 
ommend to  their  repective  Houses  this 
report,  signed  by  all  of  the  conferees. 

The  PRESIDING  OFFICER.  With- 
out objection,  the  Senate  will  proceed 
to  the  consideration  of  the  conference 
report. 


(The  conference  report  is  printed  in 
the  House  proceedings  of  the  Record 
of  September  22,  1986.) 

Mr.  STAFFORD.  Mr.  President,  I 
rise  to  urge  the  passage  of  S.  1965,  the 
Higher  Education  Act  Amendments  of 

1986.  As  chairman  of  the  Subcommit- 
tee on  Education,  Arts,  and  Human- 
ities, it  has  been  my  privilege  to  work 
with  my  colleagues  in  the  Congress  to 
develop  and  refine  this  vital  piece  of 
education  legislation.  Resolving  over 
600  items  of  disagreement  in  the 
Senate  and  House  passed  versions  of 
this  bill  was  no  small  task  for  the  con- 
ferees to  imdertake.  A  prevailing  spirit 
of  compromise  and  a  deep  commit- 
ment to  Federal  support  to  students 
pursuing  higher  education  enabled  us 
to  bring  this  bill  before  you  today. 

The  compromises  that  were  reached 
not  only  provide  for  continued  Federal 
support  of  student  financial  aid  pro- 
grams, but  they  do  so  in  a  fiscally  re- 
sponsible manner.  Included  in  S.  1965 
are  the  legislative  provisions  necessary 
to  meet  the  reconciliation  instructions 
contained  in  the  first  concurrent  reso- 
lution on  the  budet  for  fiscal  year 

1987.  These  provisions  do  not  diminish 
the  availability  of  financial  assistance 
to  eligible  student  borrowers.  In  fact, 
the  conferees  were  able  to  reduce  over- 
all costs  in  the  program  by  over  $1.09 
billion  over  5  years  while  at  the  same 
time  increasing  the  amount  of  loan  as- 
sistance available  for  students  for  the 
first  time  in  over  15  years. 

When  the  reauthorization  process 
began  on  the  Senate  side  in  February 
of  1985,  the  subcommittee  members 
had  two  very  important  goals  in  mind 
in  extending  the  student  aid  programs 
for  5  years.  First,  we  wanted  to  make 
sure  that  95  percent  of  Federal  aid  to 
higher  education  continued  going  di- 
rectly to  students.  Our  second  priority 
was  to  restore  the  balance  between 
grant  and  loan  support.  S.  1965  meets 
both  of  these  targets.  The  maximum 
limits  for  the  Pell  grant,  supplemental 
educational  opportunity  grant  and 
State  student  incentive  grant  pro- 
grams have  been  increased  significant- 
ly, and  the  campus  based  aid  programs 
have  been  better  targeted  on  the  need- 
iest students. 

At  a  time  when  Federal  spending  is 
so  carefully  scrutinized,  and  in  order 
to  increase  the  amount  of  assistance 
available  to  individual  students,  the 
question  of  eligibility  had  to  be  ad- 
dressed as  well.  S.  1965  contains  im- 
portant revisions  to  the  system  of 
needs  analysis  which  will  serve  to 
insure  the  fact  that  recipients  of  in- 
creased levels  of  Federal  grants  and 
loans  are  truly  entitled  to  such  assist- 
ance. Demographics  on  college  cam- 
puses around  the  Nation  have  changed 
dramatically  in  the  past  5  years  and 
will  continue  to  do  so  in  the  future. 
Barely  50  percent  of  students  attend- 
ing college  today  are  in  the  18-22-year 
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age  range  that  we  most  often  think  of 
for  students.  Many  students  now  have 
dependents  of  their  own  to  support 
while  attending  classes  and  are  work- 
ing part  time  as  well.  S.  1965  fairly  and 
equitably  takes  the  financial  needs  of 
this  new  population  on  our  campuses 
into  account.  An  example  of  this  con- 
sideration is  the  inclusion  of  child 
costs  as  an  allowable  expense  in  the 
Revised  need  analysis  system.  Students 
with  dependents,  who  have  child-care 
costs,  will  be  able  to  present  a  realistic 
budget  of  their  school  expenses  to  fi- 
nancial aid  officers  when  their  amount 
of  Federal  aid  is  determined. 

Overall  spending  in  S.  1965.  though 
somewhat  higher  than  in  the  Senate 
passed  version  of  this  legislation,  is  far 
less  than  our  House  counterparts 
would  have  liked.  In  December  of  last 
year,  the  House  passed  a  higher  educa- 
tion reauthorization  with  an  $11.6  bil- 
lion level  in  fiscal  year  1987.  In  spite 
of  that,  all  conferees  agreed  to  a  $10.2 
billion  cap  with  an  overall  5  percent 
increase  for  the  Higher  Education  Act 
in  the  out  years.  Furthermore,  this 
cap  is  $1.6  billion  less  than  current  au- 
thorizations for  the  Higher  Education 
Act. 

I  have  included  with  my  statement  a 
summary  of  the  conference  agree- 
ments contained  in  S.  1965.  I  would 
also  like  to  mention  two  technical  cor- 
rections to  the  statement  of  managers. 
In  the  Guaranteed  Student  Loan  Pro- 
gram Senate  and  House  conferees 
worked  out  a  compromise  proposal 
pertaining  to  American  students  at- 
tending offshore  medical  schools.  Two 
criteria  for  receipt  of  GSL's  are  de- 
scribed in  the  bill.  Those  provisions 
are  to  be  interpreted  as  follows:  either 
60  percent  of  the  students  enrolled 
must  be  nationals  of  the  country 
where  the  school  is  located  or  45  per- 
cent of  the  U.S.  students  must  pass 
the  foreign  medical  graduates  exami- 
nation in  1987. 

A  second  technical  error  that  needs 
clarification  pertains  to  title  XI. 
Funds  appropriated  for  that  title  are 
to  be  divided  between  parts  a  and  b  on 
a  two-thirds  one-third  basis  respective- 
ly. 

D  1940 

In  closing,  S.  1965  is  a  bill  which  I 
am  very  proud  to  bring  before  my  col- 
leagues. It  represents  the  bipartisan 
efforts  of  all  members  of  the  Senate 
and  House  Education  Subcommittees. 
Most  Importantly,  it  restates  to  the 
American  public  the  Federal  commit- 
ment to  educational  opportunity  and 
excellence. 

I  want  to  thank  my  Senate  col- 
leagues on  the  Labor  and  Human  Re- 
sources Committee  for  their  great  as- 
sistance and  cooperation  throughout 
this  long  process.  I  can  truthfully  say 
that  all  members  of  the  Education, 
Arts  and  Humanities  Subcommittee 
and  their  very  capable  staff  have  made 


significant  contributions  to  S.  1965  at 
every  step  of  the  process,  and  I  am 
proud  to  be  chairman  of  a  subcommit- 
tee with  such  fine  members  who  care 
so  greatly  about  education.  I  would 
like  to  read  their  names  now:  Senators 
Hatch,  Quayle.  Weicker,  Wallop, 
Thurmond,  Pell,  Kennedy,  Dodd, 
Matsunaga,  and  Simon. 

Finally,  I  want  to  especially  ac- 
knowledge the  constant  support  and 
guidance  I  have  received  from  my 
partner,  Claiborne  Pell.  As  usual  he 
has  made  this  process  a  pleasant  one 
and  has  at  every  step  in  our  sometimes 
difficult  journey  conducted  himself 
with  the  utmost  integrity,  demonstrat- 
ing once  again  that  he  is  a  gentleman 
and  a  leader. 

Mr.  President,  at  this  time,  I  am  de- 
lighted to  yield  the  floor  to  Mr.  Pell. 

I  ask  unanimous  consent  to  have  a 
sunmiary  of  the  conference  agreement 
printed  in  the  Record. 

There  being  no  objection,  the  sum- 
mary was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Summary    of    CoNFfaiENCE    Agreement    on 

Higher  Education  Amendments  of  1986 

Cost 

Current  Law  Authorization:  $11,827  bil- 
lion. 

Current  Appropriation:  $8,796  billion. 

Conference  Agreement:  $10,200  billion. 

TITLE  I— POSTSECONDARY  PROGRAMS  FOR 

nontraditional  students 

This  is  basically  a  rewrite  of  the  discre- 
tionary grant  program  to  provide  assistance 
to  adult  and  continuing  education  at  the 
postsecondary  level. 

Current  authorization:  $63  million. 

Current  appropriation;  0. 

Conference  agreement :  $10  million. 

title  II— libraries 

Part  A— College  Library  Resources.— Pto- 
gram  for  College  Library  Resources  provides 
assistance  to  needy  libraries.  Colleges  would 
be  eligible  for  grants  of  $2,000  to  $10,000  de- 
pending upon  the  size  of  the  institution  and 
the  number  of  disadvantaged  students  at- 
tending the  school.  This  is  a  rewrite  of  the 
old  program  but  with  a  targeting  of  funds  to 
needy  libraries.  Initial  authorization:  $10 
million. 

Part  B— Training  and  Development  and 
Part  C— Research  Libraries.— These  pro- 
grams would  be  continued  without  major 
changes,  but  they  would  receive  modest  au- 
thorization increases. 

Part  D— College  Library  Technology  and 
Cooperation.— This  is  a  new  discretionary 
grant  program  designed  to  help  college  li- 
braries take  advantage  of  technological  ad- 
vancements. Initial  year  authorization:  $5 
million. 

Current  authorization:  $86  million. 

Current  appropriation:  $6.7  million. 

Conference  agreement:  $30  million. 

title  III— institutional  aid 
Strengthening  Institutions  provision 
would  initially  authorize  $120  million  to  im- 
prove the  academic  quality,  institutional 
management  and  fiscal  stability  of  institu- 
tions that  serve  large  numbers  of  disadvan- 
taged students. 

Strengthening  Historically  Black  Institu- 
tions would  initially  authorize  $100  million 
to  upgrade  the  quality  of  these  institutions. 


Challenge  Endowment  Grants  would  be 
50-50  matching  grants  to  help  institutions 
achieve  financial  indeF>endence.  Initial  year 
authorization  of  $20  million. 

In  addition,  there  would  be  a  specific  set- 
aside  for  community  colleges— $51.4  million. 

Current  authorization:  $270  mUlion. 

Current  appropriation:  $135  million. 

Conference  agreement:  $245  million. 

title  IV— student  assistance 

Part  A— Grants  to  Students.— 

Subpart  1—Pell  Grants.— The  maximum 
grant  (now  at  $2100)  would  go  to  $2,300  for 
1987.  $2,500,  for  1988.  $2,700  for  1989.  $2,900 
for  1990.  and  $3,100  for  1991. 

Cost  of  attendance  would  be  held  at  60%. 
which  means  a  maximum  grant  in  the  first 
year  would  be  either  $2,300  or  60%  of  the 
cost  of  attendance,  whichever  is  less. 

The  Secretary  of  Education  would  be  re- 
quired to  develop  a  simplified  needs  test  for 
very  low  income  families.  The  Secretary 
would  also  be  encouraged  to  develop  a  sim- 
plified application  form  for  the  Pell  Grant 
program. 

Eligibility  period:  five  full  academic  years 
for  four-year  programs;  six  full  years  for 
five-year  programs. 

Up  to  $1,000  in  child  care  costs  would  be 
allowed  in  the  calculation  of  eligibility  for 
assistance  in  the  Pell  Grant  program. 

Students  would  be  required  to  contribute 
up  to  $800  in  self-help  before  being  eligible 
for  grant  or  loan  assistance. 

Less  than  half  time  students  would 
become  eligible  for  Pell  Grant  assistance  in 
Fiscal  1989  if  their  families  had  a  $0  expect- 
ed family  contribution.  Those  with  expected 
family  contributions  between  $0  and  $200 
would  become  eligible  in  Fiscal  1991. 

Current  authorization:  $4,444  billion. 

Current  appropriation:  $3,578  billion. 

Conference  agreement:  $4,600  billion. 

Subpart  2— Supplemental  Educational  Op- 
portunity Grants.— The  maximum  grant 
would  be  increased  from  $2,000  to  $4,000. 

The  minimum  grant  would  be  decreased 
from  $200  to  $100. 

Priority  in  grant  awards  would  be  given  to 
those  students  with  the  lowest  expected 
family  contribution  at  the  school.  This  will 
make  sure  that  this  program  is  targeted  to 
serving  the  most  needy,  deserving  students. 

Less  than  half  time  students  would  be  eli- 
gible to  receive  supplemental  grants.  If 
counted,  such  students  would  receive  a  rea- 
sonable proportion  of  the  institution's 
funds. 

Current  authorization:  $725  million. 

Current  appropriation:  $395  million. 

Conference  agreement:  $490  million. 

Subpart  3— State  Student  Incentive 
Grants.— These  are  federal  grants  to  the 
states  to  support  state  scholarship  and  stu- 
dent aid  programs.  The  maximum  grant 
would  be  increased  from  $2,000  to  $2,500. 

Up  to  20%  of  a  state's  funds  could  be  used 
for  a  state  work  study  program  or  communi- 
ty service  work  learning  projects  or  both. 
Participation  would  be  limited  to  students 
eligible  for  SSIG  assistance  and  based  upon 
need. 

Current  authorization:  $250  million. 

Current  appropriation:  $73  million. 

Conference  agreement:  $85  million. 

Subpart  4— Student  Support  Service  Pro- 
grams—TRIO  Programs.— These  programs 
include  Upward  Bound.  Talent  Search.  Edu- 
cational Opportunity  Centers,  and  Special 
Services. 

$1  million  would  be  provided  to  fund  a 
program  giving  special  assistance  to  recruit 
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and  help  minority  students  pursue  graduate 
study. 

Current  authorization:  $490  miUion. 

Current  appropriation:  $176  million. 

Conference  agreement:  $205  million. 

Subpart  5— Migrant  Programs.— These 
programs  include  the  High  School  Equiva- 
lency Program  and  the  College  Assistance 
Migrant  Program. 

Current  authorization:  $18  million. 

Current  appropriation:  $7.5  million. 

Conference  agreement:  $9.0  million. 

Subpart  6—Byrd  Honors  Scholarship  Pro- 
gram.—'Program  provides  scholarships  to 
talented  high  school  graduates. 

Current  authorization:  $8  million. 

Current  appropriation:  None. 

Conference  agreement:  $8  million. 

Port  B— Guaranteed  Student  Loans.— 
Every  applicant  would  have  to  demonstrate 
financial  need  in  order  to  obtain  a  loan. 
Currently,  only  families  with  incomes  above 
$30,000  have  to  show  need. 

Loan  limits  would  be  increased  in  the  fol- 
lowing manner:  from  $2500  to  $2625  for 
freslunen  and  sophomores;  from  $2500  to 
$4000  for  juniors  and  seniors;  from  $5000  to 
$7500  for  graduate  students. 

Deferment  provision  would  be  expanded 
in  the  following  manner:  New  deferment  for 
single  parents  with  disabled  dependents, 
borrowers  on  maternity  leave,  elementary 
and  secondary  teachers  in  shortage  fields  or 
regions,  and  members  of  the  NOAA  Corps: 
the  deferment  for  unemployed  borrowers 
would  be  extended  from  one  to  two  years. 

Interest  rate  would  be  held  at  8%  while 
the  student  is  in  school  and  would  be  in- 
creased to  10%  in  the  fifth  year  after  the 
student  graduates. 

The  insurance  premium  would  be  re- 
named and  correctly  called  an  administra- 
tive fee.  It  would  be  limited  to  a  one-time 
charge  of  no  more  than  3%  for  the  first  year 
of  the  loan. 

State  Guaranty  Agencies  would  be  re- 
quired to  provide  a  lender  of  last  resort  in 
every  state. 

The  special  allowance  would  be  decreased 
from  3.5%  to  3.25%. 

Sallie  Mae's  general  authority  would  be 
modified.  They  would  be  prohibited  from 
purchasing  a  bank.  Their  actions  would  be 
limited  to  secondary  market  functions  and 
they  would  have  to  notify  Congress  of  new 
policies  they  were  pursuing  under  their  gen- 
eral grant  of  authority. 

Provision  also  included  allowing  students 
to  consolidate  outstanding  loans  into  one 
payment  and  to  extend  the  length  of  repay- 
ment to  15  years,  and  up  to  25  years  where 
indebtedness  exceeds  $45,000.  Student  must 
have  at  least  $5,000  in  outstanding  loan  in- 
debtedness in  order  to  qualify  for  consolida- 
tion. Program  could  be  offered  by  any  bank, 
state  guaranty  agency,  or  Sallie  Mae.  The 
idea  behind  consolidation  is  that  the  stu- 
dent would  make  one  payment  of  a  reduced 
amount  of  money  over  a  longer  period  of 
time.  The  interest  rate  on  consolidated 
loans  would  be  at  a  rate  of  9%  or  the 
weighted  average  rate  of  the  consolidated 
loan,  whichever  is  greater. 

PLUS/ALAS  LooTW.— Limits  would  be  in- 
creased from  $2,500  to  $3,500  a  year  for  un- 
dergraduates, and  from  $3,000  to  $4,000  for 
graduate  students. 

Interest  rate  for  new  and  refinanced  loans 
would  be  at  the  rate  of  T-bill  plus  3.75%  or 
12%,  whichever  is  lower. 

Current  authorization:  none,  entitlement 
program. 

Current  appropriation:  $3,260  billion. 

Conference  agreement:  $3,200  billion. 


Part  C—Work  Study  Programs.— Institu- 
tions would  be  allowed  to  use  up  to  10%  of 
their  college  work  study  funds  for  communi- 
ty service  projects.  If  they  opted  to  do  this, 
they  would  have  to  come  up  with  only  a 
10%  match,  as  opposed  to  the  20%  match 
currently  required. 

Current  authorization:  $830  million. 

Current  appropriation:  $567  million. 

Conference  agreement:  $656  million. 

Part  D— Income  Contingent  Loan  Pro- 
gram.—A  $5  million  program  is  authorized 
to  implement  an  income  contingent  loan 
program  to  test  the  concept  of  tying  repay- 
ment to  the  income  of  the  loan  recipient. 

Part  E— Perkins  Loans.— NDSL  Loans 
would  be  called  "Perkins  Loans." 

Cumulative  loan  limits  would  be  increased 
to  $4,500  for  the  first  two  years  of  under- 
graduate w(M-k,  $9,000  for  undergraduates 
who  have  completed  more  than  two  years  of 
academic  work,  and  $18,000  for  graduate 
students. 

Loans  would  be  re-targeted  to  go  to  stu- 
dent demonstrating  exceptional  financial 
need. 

Interest  would  remain  at  5%. 

A  new  cancellation  provision  would  be  im- 
plemented for  Peace  Corps  and  VISTA  vol- 
unteers, and  new  deferments  would  be 
added  for  members  of  the  NOAA  Corps  and 
for  elementary  and  secondary  school  teach- 
ers in  shortage  fields  or  regions. 

Current  authorization:  $653  million. 

Current  appropriation:  $208  million. 

Conference  agreement:  $275  million. 

Part  F— General  Student  Aid  Provisions.— 
Major  provisions  of  need  analysis  are  incor- 
porated into  the  federal  law  in  order  to  pre- 
vent the  Administration  from  altering  the 
program  and  its  direction  through  regula- 
tory change. 

Simplified  needs  test  and  application  form 
for  families  with  very  low  incomes. 

No  student  in  default  on  a  GSL  or  a  Per- 
kins loan  may  receive  any  form  of  federal 
assistance  while  in  default. 

New  authorization  of  $10  million  for  spe- 
cial Child  Care  Services  to  provide  grant  to 
institutions  of  postsecondary  education  to 
offer  day  care  services  to  children  of  low 
income  students. 

Satisfactory  Progress.  Requires  that  a  stu- 
dent, in  order  to  remain  eligible  for  federal 
student  aid,  must  after  the  completion  of 
second  year  in  college  maintain  a  cumula- 
tive "C"  average,  its  equivalent,  or  academic 
standing  consistent  with  the  requirements 
of  graduation  at  the  institution  of  attend- 
ance. 

Aid  to  students  who  attend  college  on  a 
less  than  half  time  basis  is  available  in  the 
campus-based  programs.  If  such  students 
are  counted,  the  institution  would  have  to 
serve  them  in  a  reasonable  proportion  to 
their  numbers  on  the  campus.  For  the  Pell 
Grant  program,  less  than  half  time  students 
would  become  eligible  for  assistance  in 
Fiscal  1989  if  they  have  a  zero  expected 
family  contribution. 

Ability  to  Benefit.  Aid  applicants  without 
a  high  school  diploma  must  obtain  a  GED 
diploma  prior  to  graduation  or  pass  a  stand- 
ardized test  measuring  the  student's  apti- 
tude to  complete  the  course  of  study  in 
which  they  are  enrolled.  If  the  student  does 
not  pass  the  test,  they  must  receive  remedi- 
al basic  skills  instruction. 

Independent  student  definition  is 
changed.  Student  must  be  24  years  or  older. 
If  not  24,  must  be  an  orphan,  ward  of  the 
court,  not  married  with  legal  dependents,  a 
veteran.  If  the  student  is  married  or  is  a 
graduate  or  professional  student  under  24, 


independence  can  be  conferred  by  a  deci- 
sion, with  documented  evidence,  of  the  fi- 
nancial aid  administrator. 

TITIB  V— TEACHER  TRAINING  AND  DEVELOPKEHT 

Part  A—Midcareer  Teacher  Training  for 
Nontraditional  Students.— Discretionary 
grant  program  to  assist  individuals  who 
want  to  change  careers  and  prepare  for  the 
teaching  profession.  Would  have  an  Initial 
year  authorization  of  $3.5  million. 

Part  B— School  College  and  University 
Partnerships.— Discretionary  grant  program 
for  cooperative  projects  to  improve  the 
quality  of  instruction  at  the  secondary  edu- 
cation level.  Imtial  year  authorization  of 
$15  million. 

Part  C— Professional  Development  ond 
Leadership  Program.— 

Subpart  1— Professional  Development  Re- 
source Centers.— This  is  a  discretionary 
grant  program  to  provide  for  inservice  up- 
grading of  teacher  skills  through  centers  es- 
tablished at  the  local  level.  Initial  year  au- 
thorization of  $15  million. 

Subpart  2— Leadership  in  Educational  Ad- 
ministration Development.— DiscretionAry 
grant  program  to  improve  the  quality  of 
educational  administration.  Authorization 
level:  $10  million. 

Part  D— Teacher  Scholarships  and  Fellow- 
ships.— 

Subpart  1— Congressional  Teacher  Schol- 
arship ProgroTn.— Authorization  of  $13.5 
million  for  scholarship  for  talented  high 
school  students  interested  in  the  teaching 
profession. 

Subpart  2—Christa  McAuliffe  Fellowship 
Program.— Authorization  of  $2  million  for 
fellowships  to  talented  teachers  to  upgrade 
teaching  skills. 

Current  authorization:  $81  million. 

Current  appropriation:  $9.8  million. 

Conference  agreement:  $60  million. 

TITLE  VI— INTERNATIONAL  EDUCATION 

Reauthorization  of  revised  and  expanded 
International  Education  program  which  in- 
cludes graduate  and  undergraduate  lan- 
guage and  area  centers,  establishment  of 
language  resource  centers,  provision  for  in- 
'  tensive  summer  language  institutes,  and  fel- 
lowships for  advanced  graduate  training  for 
exceptional  students  studying  foreign  lan- 
guages. 

Current  authorization:  $87.5  million. 

Current  appropriation:  $25.5  million. 

Conference  agreement:  $55  million. 

TITLE  VII — CONSTRUCTION  AND  RENOVATION 

Continuation  of  existing  programs  of 
grants  and  loans  for  construction,  recon- 
struction, and  renovation  of  graduate  and 
undergraduate  facilities. 

College  Housing  Program  is  transferred  to 
Higher  Education  Act  and  is  expanded  to  in- 
clude construction,  reconstruction  and  ren- 
ovation of  academic  facilities. 

College  Construction  Loan  Insurance  As- 
sociation.—New  program  with  authorization 
of  $20  million  to  guarantee  and  insure  bonds 
and  loans  for  the  construction  and  renova- 
tion of  academic  facilities  primarily  for  in- 
stitutions that  do  not  have  access  to  financ- 
ing In  the  private  market. 

Current  authorization:  $260  million. 

Current  appropriation:  $51.4  million. 

Conference  agreement:  $100  million. 

TITLE  VII — COOPERATIVE  EDUCATION 

Reauthorization  with  minor  changes 
existing  cooperative  education  program. 
Current  authorization:  $35  million. 
Current  appropriation:  $13.8  million. 
Conference  agreement:  $17  million. 
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TITLE  IX— CRAOUATE  PROGRAlf  S 


Part  A— Grants  to  Institutions  to  Encour- 
age Minority  Participation  in  Graduate 
Ed^lcation.—i^ew  program  with  Initial  year 
authorization  of  $10  million  to  identify 
promising  minority  students  and  to  provide 
encouragement  for  them  to  pursue  graduate 
education. 

Part  B— Patricia  Roberts  Harris  Fellow- 
ships.—'Existing  program  of  fellowship  as- 
sistance to  encourage  minorities  and  women 
to  pursue  graduate  study  has  been  renamed 
to  honor  the  late  Patricia  Roberts  Harris. 
Stipends  would  be  increased  from  the  cur- 
rent $4,500  to  $10,000  a  year.  Initial  year  au- 
thorization of  $30  million. 

Part  C— Jacob  K.  Javits  Fellows  Pro- 
ffram.— National  Graduate  Fellows  program 
has  been  renamed  to  honor  the  late  Senator 
Javits.  Program  provides  fellowships  to 
graduate  students  in  the  humanities.  Initial 
year  authorization  of  $10  million. 

Part  D— Graduate  Assistance  in  Areas  of 
National  Need.—He'w  program  of  grants  to 
institutions  for  students  to  pursue  graduate 
study  in  areas  of  national  need.  Initial  year 
authorization  of  $30  million. 

Training  in  the  Legal  Profession  and  Law 
School  Clinical  Experience  Programs,  which 
provide  assistance  for  disadvantaged  stu- 
dents to  study  law.  are  continued  without 
change. 

Current  authorization:  $130  million. 

Current  appropriations:  $16.5  million. 

Conference  agreement:  $90  million. 

TITLE  X— IMPROVEMEMT  OF  POSTSECONDARY 
EDUCATION 

No  fundamental  changes  in  this  program. 
SpeciaJ  authorization  of  $3  million  to  estab- 
lish demonstration  grant  program  for  com- 
munity service  projects. 

A  new  Part  C  transfers  the  Minority  Insti- 
tutions Science  Improvement  Act  from  the 
National  Science  Foundation  to  the  Higher 
Education  Act  with  an  authorization  of  $7.5 
million. 

Current  authorization:  $50  million. 

Current  appropriations:  $12.2  million. 

Conference  agreement:  $25.0  million. 

TITLE  XI— PARTNERSHIPS  FOR  ECONOMIC 
DEVELOPMENT  AND  URBAN  COMMUNITY  SERVICE 

Part  A— Partnerships  /or  Economic  Devel- 
opment—This  is  a  new  program  to  identify 
and  disseminate  effective  models  for  part- 
nerships between  education  institutions  and 
other  agencies  involved  in  area  or  regional 
development.  Has  an  initial  year  authoriza- 
tion of  $10  million. 

Part  B— Urban  Community  Service.— Au- 
thorizes $5  million  to  extend  on  a  revised 
based  the  Urban  University  Grant  program. 

Current  authorization:  $55  million. 

Current  appropriations:  $0. 

Conference  agreement:  $17  million. 

TITLE  XII— GENERAL  PROVISIONS 

This  title  includes  provisions  for  a  Nation- 
al Commission  to  Study  the  Institutional 
and  Programmatic  Recognition  Process. 
The  accreditation  commission  is  to  examine 
in  detail  the  process  for  accrediting  schools. 

TITLE  XIII— EDUCATION  ADMINISTRATION 

This  title  authorizes  a  series  of  studies  to 
be  conducted  by  the  Secretary  of  Education 
or  the  General  Accounting  Office.  Also  au- 
thorized is  a  National  Commission  on  Re- 
sponsibilities for  Financing  Postsecondary 
Education.  Further,  the  title  requires  a 
study  of  the  re-targeted  College  Library  Re- 
sources program. 

The  PRESIDING  OFFICER.  The 
Senator  from  Rhode  Island  is  recog- 
nized. 


Mr.  PELL.  Mr.  President,  it  is  with 
considerable  enthusiasm  that  I  rise  in 
support  of  the  conference  report  on  S. 
1965,  the  Higher  Education  Amend- 
ments of  1986.  When  we  began  the 
conference  in  July,  we  had  some  700 
points  of  specific  disagreement  with 
the  House.  In  all  candor,  I  can  say  to 
my  Senate  colleagues  that  the  Senate 
conferees,  and  particularly  our  leader, 
the  distinguished  senior  Senator  from 
Vermont  [Mr.  Stafford]  were  hard 
and  tough  in  bargaining  with  the 
House.  The  main  load  of  that  confer- 
ence was  carried  by  him;  there  is  no 
question  about  it.  The  result  is  a  con- 
ference report  that  adheres  in  large 
part  to  basic  principles  laid  down  in 
the  original  Senate  legislation. 

Under  the  agreement  worked  out  in 
conference,  the  initial  year  cost  of  this 
legislation  would  be  $10.2  billion.  That 
is  more  than  $lVi  billion  below  current 
higher  education  authorizations,  and 
more  than  $1  billion  below  the  legisla- 
tion originally  passed  by  the  House. 
More  than  anything,  this  demon- 
strates a  strong  and  successful  com- 
mitment to  prudent  fiscal  restraint  on 
the  part  of  the  Senate  while,  at  the 
same  time,  making  sure  that  as  much 
aid  as  financially  possible  would  go  to 
those  needing  it. 

As  was  true  with  S.  1965,  the  pri- 
mary focus  of  the  conference  report  is 
student  aid.  Over  94  percent  of  the 
funds  authorized  will  go  directly  to 
students  in  the  form  of  grants,  loans, 
college  work  study,  and  special  in- 
structional assistance. 

When  Chairman  Stafford  and  I 
originally  started  work  on  this  legisla- 
tion, we  formed  an  agreement  that  at 
least  90  percent  of  the  funds  had  to  go 
to  student  aid.  I  am  very  proud  of  the 
fact  that  we  stuck  to  our  guns  and 
that  the  result  is  even  better  than  the 
target  we  set  at  the  start. 

In  the  Pell  Grant  Program,  which  is 
the  foundation  of  our  Federal  student 
aid  efforts,  we  have  produced  very  sig- 
nificant changes.  The  maximum  grant, 
which  is  now  set  at  $2,100,  would  start 
at  $2,300  in  the  first  year  and  increase 
by  $200  each  year  of  the  5-year  reau- 
thorization. This  is  a  critically  impor- 
tant achievement  in  light  of  the  fact 
that  the  value  of  Pell  grants  has  actu- 
aUy  declined  by  20  percent  over  the 
last  4  years,  while  the  cost  of  a  college 
education  has  increased  by  almost  40 
percent. 

Second,  we  have  mandated  the  Sec- 
retary of  Education  to  develop  a  sim- 
plified needs  test  for  very  low-income 
families,  and  encouraged  him  to  devel- 
op a  simplified  application  form  for 
the  Pell  Grant  Program.  For  parents 
who  are  poor  and  often  lacking  in 
basic  skills,  this  is  very  important.  It 
will,  I  am  hopeful,  produce  an  applica- 
tion form  that  is  brief,  clearly  written, 
and  without  uimecessary  detail. 

Third,  I  sun  very  proud  of  two  provi- 
sions for  which  I  worked  hard.  One  of 


these  provides  that  up  to  $1,000  in  the 
costs  of  child  care  will  be  allowed  in 
the  calculation  of  eligibility  for  assist- 
ance in  the  Pell  Grant  Program.  This 
provision  is  particularly  important  for 
single  parents  who  want  to  pursue  a 
postsecondary  education,  but  often 
find  there  is  no  consideration  in  Fed- 
eral student  assistance  for  the  costs  of 
child  care. 

The  other  provision  would  increase 
the  home  asset  protection  from 
$25,000  to  $30,000.  This  is  important 
to  low  income  home  owners  who  have 
struggled  hard  in  order  to  purchase  a 
home  and  often  find  that  its  inflated 
value  has  unfairly  affected  their  Pell 
grant  eligibility.  The  plain  fact  is  that 
the  inflated  cost  of  the  home  is  some- 
thing they  cannot  realize  and  cannot, 
therefore,  use  in  financing  a  child's 
education.  Yet.  it  is  something  for 
which  they  have  been  penalized  in  the 
past. 

There  is  another  provision  related  to 
child  care  that  was  also  agreed  to  in 
Conference.  It  provides  a  $10  million 
authorization  for  on-campus  child  care 
facilities  for  low-income  parents.  This, 
too.  is  very  important  if  educational 
opportunity  is  to  be  available  to  low- 
income  students  with  children. 

Finally,  we  agreed  in  conference 
that  in  fiscal  1989  less  than  half-time 
students  would  become  eligible  for 
Pell  grants  if  their  families  had  a  zero 
expected  family  contribution.  Those 
students  from  families  with  expected 
family  contributions  between  zero  and 
$200  would  become  eligible  in  1991. 
The  minimum  Pell  grant  would 
remain  at  $200  and  there  is  the  impor- 
tant provision  that  the  entrance  of 
less  than  half  time  students  into  the 
Pell  Grant  Program  cannot  diminish 
aid  to  students  who  are  eligible  for 
Pell  grant  assistance  and  attending 
school  more  than  half  time. 

Both  the  supplemental  grant  and 
direct  loan  programs  would  be  retar- 
geted to  serve  students  who  demon- 
strate exceptional  financial  need.  The 
maximum  grant  in  the  supplemental 
program  would  be  increased  from 
$2,000  to  $4,000.  In  direct  loan  pro- 
gram, which  will  now  be  called  Perkins 
loans,  the  cumulative  loan  limits 
would  be  increased  to  $4,500  for  the 
first  2  years  of  undergraduate  work, 
$9,000  for  undergraduates  who  have 
completed  more  than  2  years  of  aca- 
demic work,  and  $18,000  for  graduate 
students.  The  interest  rate  for  Perkins 
loans  would  remain  at  the  ciurent  5 
percent.  These,  too,  are  important 
changes  for  students  with  limited 
means,  and  for  whom  Federal  student 
aid  is  an  absolute  necessity  if  the 
dream  of  a  college  education  is  to 
become  a  reality. 

In  the  Guaranteed  Student  Loan 
Program,  the  conference  agreement 
contains  a  series  of  changes  that  are 
crucial  to  the  future  viability  of  this 
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important  program.  Every  student 
who  seeks  a  GSL  must  now  demon- 
strate financial  need.  The  interest  rate 
on  such  loans  would  remain  at  8  per- 
cent while  the  student  is  in  school  and 
until  the  student  reaches  the  fifth 
year  of  repayment.  At  that  time,  it 
would  increase  to  10  percent.  The  spe- 
cial allowance  paid  to  banks  would  de- 
crease from  3.5  to  3.25  percent.  State 
guaranty  agencies  would  be  required 
to  provide  a  lender  of  last  resort,  and 
would  pay  a  reinsurance  fee  that 
would  increase  according  to  the  agen- 
cy's default  rate.  Loan  limits  would  be 
increased  from  $2,500  to  $2,625  for 
freshmen  and  sophomores,  to  $4,000 
for  Juiniors  and  seniors,  and  from 
$5,000  to  $7,000  for  graduate  students. 

These  changes  combine  to  produce 
two  very  crucial  results.  On  the  one 
hand,  they  help  make  sure  that  the 
GSL  Program  will  remain  a  viable  in- 
stnmient  in  helping  needy  students  fi- 
nance their  college  education.  On  the 
other  hand,  they  make  sure  that  the 
savings  we  must  achieve  in  this  pro- 
gram are  spread  among  all  parties  and 
are  not  borne  solely  by  the  students. 

In  both  the  College  Work  Study  and 
the  State  Student  Incentive  Grant 
Programs  we  have  incorporated  a  new 
emphasis  upon  community  service.  I 
am  very  hopeful  that  these  changes 
will  spur  institutions  throughout 
America  to  become  more  fully  in- 
volved in  their  communities,  and  to 
make  community  service  an  integral 
part  of  the  student's  education. 

In  graduate  education,  we  have 
made  several  extremely  important 
changes.  The  grant  program  to  en- 
hance graduate  education  opportuni- 
ties for  women  and  minorities  has 
been  renamed  to  honor  the  late  Patri- 
cia Roberts  Harris,  and  the  annual  sti- 
pend has  been  increased  to  a  maxi- 
mum of  $10,000.  This  increase  was  nec- 
essary in  order  that  this  program  ad- 
quately  reflect  the  higher  costs  of 
graduate  education. 

The  National  Graduate  Fellows  pro- 
gram, which  provides  fellowships  in 
the  himianlties,  has  been  renamed  to 
honor  our  late  colleague,  Jacob  K. 
Javits,  and  its  authorization  has  been 
increased  to  allow  three  full  classes  of 
fellows. 

The  Senate  conferees  also  accepted 
a  House  provision  to  establish  a  new 
National  Graduate  Fellowship  Pro- 
gram in  areas  of  national  need. 

If  our  Nation  is  to  remain  competi- 
tive in  the  world  economy,  it  is  crucial 
that  those  who  teach  our  teachers, 
train  our  scientists,  and  constitute  the 
leadership  of  America  technology  be 
of  the  highest  quality  possible.  The  re- 
forms made  in  graduate  education  in 
this  reauthorization  legislation  will  be 
a  giant  stride  forward  in  the  realiza- 
tion of  that  goal. 

The  conference  agreement  also  in- 
corporates a  provision  which  I  have 
advocated  for  a  number  of  years,  and 


which  was  part  of  the  original  Senate 
bill.  This  provision  requires  that  a  stu- 
dent must,  after  completion  of  the 
second  year  in  college,  maintain  a  cu- 
mulative "C"  average,  its  equivalent, 
or  academic  standing  consistent  with 
the  institution's  graduation  require- 
ments. This  provision  applies  to  all 
Federal  student  aid  programs.  Its  ef- 
fective implementation  will  insure 
that  our  limited  student  aid  dollars  go 
only  to  those  students  who  have  need 
and  are  serious  about  their  work— stu- 
dents who  are  completing  and  passing 
the  courses  in  which  they  are  enrolled. 

The  conference  report  also  includes 
another  Senate  provision  which  man- 
dates a  study  of  the  accreditation 
process.  Since  accreditation  is  an  im- 
portant link  in  the  determination  of 
whether  or  not  an  institution  can  ulti- 
mately receive  Federal  student  aid 
fimds,  it  is  important  that  we  in  Con- 
gress have  a  better  understanding  of 
how  this  process  functions.  This  study 
can  also  provide  us  with  critical  infor- 
mation regarding  whether  or  not  the 
accreditation  process  insures  that  we 
have  a  postsecondary  education 
system  of  the  very  highest  quality. 

Mr.  President,  as  we  developed  the 
higher  education  reauthorization  leg- 
islation in  subcommittee,  in  full  com- 
mittee, and  on  the  floor  of  the  Senate, 
we  were  mindful  of  the  need  to  devel- 
op and  maintain  a  broad  consensus  of 
support.  The  conference  report  we 
bring  back  to  the  Senate  today  repre- 
sents that  kind  of  consensus.  It  is  in 
that  spirit  that  I  urge  my  colleagues  to 
approve  this  conference  report  on  the 
Higher  Education  Amendments  of 
1986. 

I  add  also  that  we  could  not  have 
done  our  work  on  this  bill  had  it  not 
been  for  the  able  help  of  the  counsel 
for  the  majority  and  minority  sides, 
Mrs.  Polly  Gault  and  Mr.  David  Evans. 
I  thank  them  and  their  associates  for 
all  they  did  so  we  could  come  up  with 
this  bill^ 

Mr.  METZENBAUM.  Mr.  President, 
the  conference  report  on  the  reauthor- 
ization of  the  Higher  Education  Act  is 
a  significant  achievement,  and  in  gen- 
eral I  strongly  support  it.  This  legisla- 
tion represents  the  Federal  commit- 
ment to  providing  all  students,  regard- 
less of  income,  with  the  opportunity 
for  a  higher  education.  The  majority 
of  the  funds  authorized  through  the 
bill  will  be  used  to  extend  and  improve 
programs  providing  financial  assist- 
ance to  needy  students:  Pell  grants, 
guaranteed  student  loans,  campus- 
based  grant  and  loan  programs,  and 
the  College  Work  Study  Program. 
These  programs  will  provide  to  mil- 
lions of  lower  and  middle  income  stu- 
dents each  year  the  opportunity  to 
grow  and  achieve  a  better  life  through 
higher  education. 

While  the  primary  emphasis  of  the 
bill  is  on  financial  aid,  the  Higher 
Education  Act  will  also  provide  sup- 


port for  college  libraries,  cooperative 
education,  graduate  programs,  teacher 
education,  and  for  traditionally  black 
colleges  and  institutions  which  serve 
minority  and  low-income  students. 

Mr.  President,  while  I  strongly  sup- 
port the  continuation  of  these  vital 
programs  and  commend  the  conferees 
for  their  achievement,  I  am  very  con- 
cerned by  the  action  taken  in  confer- 
ence on  one  provision  of  the  bill:  the 
College  Construction  Loan  Insurance 
Association. 

This  new  program  was  created  to 
provide  bond  insurance  to  assist  coV 
leges  which  have  had  difficulty  in  ob- 
taining the  capital  necessary  to  make 
badly  needed  improvements  in  their 
educational  facilities.  I  am  very  sym- 
pathetic to  the  problems  facing  these 
schools,  and  during  Senate  consider- 
ation of  S.  1965,  I  worked  with  other 
committee  members  to  ensure  that  the 
program  would  target  assistance  on 
those  schools  currently  having  prob- 
lems obtaining  financing.  Under  the 
Senate  bill,  bonds  insured  through  the 
CCLIA  could  only  be  used  for  educa- 
tion facilities  purposes,  and  only 
schools  which  could  not  obtain  financ- 
ing elsewhere  were  eligible  to  partici- 
pate. The  Senate  bill  also  ensured  that 
no  changes  would  be  made  in  the  tax 
rules  governing  bonds  insured  by  the 
association.  In  addition,  the  Senate  ac- 
cepted my  amendment  prohibiting 
schools  which  discriminate  from  par- 
ticipating in  the  Loan  Insurance  Pro- 
gram. 

Although  the  conferees  retained  the 
antidiscrimination  language,  the  rest 
of  the  Construction  Loan  Insurance 
Program  has  been  changed  so  signifi- 
cantly that  I  believe  it  will  no  longer 
serve  the  purpose  for  which  it  was  cre- 
ated. The  program  will  no  longer  con- 
centrate its  resources  on  providing 
access  to  construction  capital  for  col- 
leges and  universities  which  do  not 
now  have  such  access.  Instead,  it  wiU 
be  permitted  to  spend  most,  if  not  all. 
of  its  resources  reinsuring  bonds 
which  are  already  insured  by  the  pri- 
vate sector,  rather  than  providing  new 
insurance  for  schools  that  caimot  sell 
their  below-commercial-grade  bonds. 
The  CCLIA  is  no  longer  an  assistance 
program  for  colleges;  it  has  become 
nothing  more  than  a  subsidy  program 
for  the  insurance  industry. 

In  addition,  the  CCLIA  will  be  able 
to  insure  tax-exempt  bonds,  a  direct 
violation  of  the  Internal  Revenue 
Code,  which  prohibits  direct  or  indi- 
rect Federal  guarantees  of  tax-exempt 
bonds.  The  CCLIA  anticipates  insur- 
ing more  than  $1.5  billion  of  such 
bonds  aimually. 

Mr.  President,  I  do  not  believe  that 
this  program  in  its  present  form  will 
serve  the  needs  of  our  colleges  and 
universities,  and  I  intend  to  oppose  ef- 
forts to  provide  appropriations  for  it. 
In  my  view,  the  needs  of  colleges  and 
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universities  can  be  better  served  by 
funding  other  worthwhile  programs. 

Mr.  WALLOP.  Mr.  President.  2  years 
ago.  I  accepted  assignment  to  the 
Senate  Labor  and  Himian  Resources 
Committee.  As  part  of  my  work  on  the 
committee,  I  have  served  on  the  Sub- 
committee on  Education,  Arts,  and 
Humanities,  which  is  ably  chaired  by 
my  colleague  from  Vermont,  Mr.  Staf- 
ford. The  ranking  member  is  the  Sen- 
ator from  Rhode  Island.  Mr.  Pell. 
These  two  members  have  overseen  the 
development  of  our  Federal  program 
of  assistance  for  higher  education 
since  the  passage  of  the  original 
Higher  Education  Act  in  1965. 

Most  of  my  service  the  past  2  years 
on  the  subcommittee  has  focused  on 
the  reauthorization  of  the  Higher 
Education  Act.  It  has  taken  literally  2 
full  years  to  reach  the  point  we  are  at 
today.  We  held  extensive  hearings  on 
the  issue  of  financing  higher  educa- 
tion. I  personally  chaired  a  field  hear- 
ing in  Laramie,  WY,  the  home  of  the 
University  of  Wyoming.  We  eventuaUy 
drafted  an  excellent  bill.  Unfortunate- 
ly, the  House  of  Representatives  did 
not  recognize  many  attributes  in  our 
bill,  and  we  were  forced  into  a  lengthy 
conference. 

At  times,  it  appeared  that  the  House 
Members  had  learned  nothing  from 
our  experiences  of  the  past  10  years. 
The  House  presented  us  with  a  bloated 
bill— including      unrealistic      funding 
levels  and  reauthorization  of  question- 
able programs.  On  our  side,  we  had  a 
firm  commitment  by  all  the  Members 
to  putting  together  a  realistic  biU,  one 
that   targeted   most   of   the   act's  re- 
sources to  loans  and  grants  for  low- 
income  students  in  a  fiscally  responsi- 
ble manner.  Our  firm  determination 
convinced  the  House  conferees  that 
there  would  not  be  any  legislation  this 
year  if  they  insisted  on  their  position. 
We  have  put  together  a  good  bill. 
Even   the   White   House,    reluctantly 
perhaps,  agrees  that  we  made  tremen- 
dous progress  with  this  reauthoriza- 
tion of  the  Higher  Education  Act.  We 
set  the  first  year  authorization  level  at 
$10.2  billion,  well  below  the  original 
House  level.  We  revamped  and  stream- 
lined the  qualification  procedures  for 
Pell  grants  and  guaranteed  student 
loans.  Subsidies  to  the  lenders  have 
been  cut  back.  The  bill  contains  incen- 
tives for  nontraditional  students,  in 
particular  women  who  are  single  par- 
ents.  My   chairman   has   provided   a 
thorough  explanation  of  the  bill.   I 
urge  the  adoption  of  this  conference 

report.       

Mr.  CHAPEE.  Mr.  President,  I  com- 
mend the  distinguished  Senator  from 
Vermont  on  his  outstanding  work  in 
putting  together  the  Higher  Educa- 
tion Act  reauthorization.  Both  he  and 
the  distinguished  senior  Senator  from 
Rhode  Island  worked  tirelessly  on  this 
extremely  important  legislation,  and 
they  have  done  an  excellent  job. 


Their  dedication  to  quality  educa- 
tional institutions  and  student  finan- 
cial assistance  programs  is  well  known 
in  this  body,  and  indeed,  throughout 
the  Nation,  and  comes  through  clearly 
in  this  legislation.  Working  under  dif- 
ficult budgetary  constraints,  they 
crafted  a  responsible  and  equitable 
Senate  bill  that  was  applauded  on  all 
sides.  I  was  proud  to  be  a  cosponsor  of 
that  legislation,  and  now  I  am  pleased 
to  vote  in  favor  of  the  conference 
report,  which  I  understand  is '  the 
product  of  many  days'  hard  work. 

One  particular  provision  of  this  leg- 
islation means  a  great  deal  to  me,  and 
I  would  like  to  take  a  moment  to  point 
it  out  to  my  colleagues.  The  confer- 
ence has  seen  fit  to  include  in  this  re- 
authorization the  Leadership  in  Edu- 
cational Administration  Act  [LEAD], 
of  which  I  was  the  original  Senate 
sponsor.  This  act  became  law  in  1984, 
as  part  of  the  Human  Services  Reau- 
thorization Act,  and  I  have  been  work- 
ing hard  with  the  Department  of  Edu- 
cation to  guide  its  actual  implementa- 
tion. 

LEAD  will  eventually  establish  in 
each  State  a  technical  assistance  and 
training  center  in  which  practicing 
and  prospective  elementary  and  sec- 
ondary school  administrators  will 
learn  the  skills  they  need  to  succeed. 
These  include  management  tech- 
niques, goal-setting,  curriculum  devel- 
opment, budgetary  expertise,  and 
many  other  skills  that  add  up  to  effec- 
tive leadership.  Although  the  school 
administrator  is  in  many  ways  the 
linchpin  of  his  or  her  school,  the 
needs  of  these  educational  leaders  are 
often  overlooked.  In  my  view,  one  can 
have  a  school  stocked  with  wonderful 
teachers,  but  without  the  leadership 
and  vision  of  a  skilled  administrator 
the  school  can  fail  its  students. 

Although  authorized  at  the  level  of 
$20  million  per  year,  in  fiscal  year  1986 
LEAD  received  an  appropriation  of 
$7.5  million.  While  I  would  have  pre- 
ferred a  greater  appropriation,  in 
these  days  of  budget  cuts  I  was 
pleased  that  LEAD  received  a  large 
enough  sum  to  get  the  program  off 
the  ground.  I  am  happy  to  report  that 
just  last  week  the  Department  of  Edu- 
cation released  proposed  regulations, 
which  means  that  state  and  local  edu- 
cation agencies,  intermediate  school 
districts,  private  management  organi- 
zations and  nonprofit  organizations 
can  begin  writing  up  proposals. 

This  conference  report  extends  the 
authorization  of  LEAD  through  fiscal 
year  1991,  with  an  authorization  level 
of  $10  million  for  fiscal  year  1987.  This 
is  a  2-year  extension  of  the  original 
authorization,  which  I  am  very  happy 
to  see.  More  importantly,  I  am  pleased 
that  the  conferees  had  a  strong 
enough  interest  in  this  program  to 
transfer  it  to  the  Higher  Education 
Act  reauthorization.  Getting  this  pro- 
gram rolling  has  been  something  of  an 


uphill  struggle,  in  part  because  school 
administrators  do  not  get  the  atten- 
tion they  deserve  in  discussions  of  edu- 
cation reform.  Support  for  LEAD  on 
the  part  of  the  conferees  is  certainly 
encouraging  for  the  future  of  the  pro- 
gram. 

Finally.  Mr.  President,  I  would  like 
briefly  to  mention  a  question  that  has 
arisen  with  the  regulations  for  LELAD, 
regarding  the  eligibility  of  the  District 
of  Columbia.  The  language  of  the 
original  LEAD  legislation  states  only 
that  the  a  LEAD  center  shall  be  estab- 
lished in  each  "State,"  but  never  indi- 
cates whether  the  District  of  Coliun- 
bia  should  be  included.  I  would  like  to 
make  clear  that,  as  the  author  of  the 
original  bill,  I  never  intended  to  make 
the  District  of  Columbia  ineligible.  It 
is  my  hope  that  regulations  for  LEAD 
will  include  the  District  of  Colimibia 
as  eligible  to  participate  in  this  excit- 
ing program  along  with  the  50  States. 
I  am  sure  that  there  are  legal  ways  of 
defining  the  District  of  Columbia  as  a 
state,  for  the  purposes  of  a  particular 
program,  and  I  will  support  such  a  def- 
inition in  the  case  of  LEAD. 
Mr.  DODD  addressed  the  Chair. 
The  PRESIDING  OFFICER.  The 
Senator  from  Cormecticut  is  recog- 
nized. 

Mr.  DODD.  Mr.  President,  I  wish  to 
take  this  opportunity  as  one  of  the 
conferees  on  S.  1965  to  commend  my 
colleagues,  the  distinguished  Senator 
from  Vermont  and  the  distinguished 
Senator  from  Rhode  Island. 

I  hope  Americans  across  this  coun- 
try who  have  received  a  higher  educa- 
tion over  the  last  several  years,  fully 
appreciate  the  tremendous  work  that 
the  Senator  from  Vermont  and  Sena- 
tor Pell  have  done  to  see  to  it  that 
lower  and  middle  income  families  have 
the  opportunity  to  see  their  children 
get  an  education. 

The  conference  that  we  have  just 
been  through  was  an  extensive  one.  It 
went  on  for  a  great  deal  of  time.  As 
the  Senator  from  Rhode  Island  point- 
ed out,  there  were  some  700  items  in 
disagreement.  Yet  because  of  the  per- 
sistence of  the  Senator  from  Vermont 
and  the  Senator  from  Rhode  Island, 
we  were  able  to  present  this  bill  for 
substantially  less  than  the  Senate 
wanted  to  pay,  yet  in  a  way  which  pro- 
vides for  the  needs  of  students  across 
this  country  for  the  next  5  years. 

D  1950 

I  am  very  proud  to  have  been  a  part 
of  that  effort  and  I  am  delighted  that 
a  number  of  provisions  that  I  offered, 
which  I  will  not  go  into  at  this  point, 
are  a  part  of  this  conference  report.  I 
thank  personally  the  chairman.  Sena- 
tor Stafford,  for  his  willingness  to 
listen  to  my  ideas  and  to  offer  con- 
structive criticism  and  improvement  to 
those  ideas,  and  my  colleague  as  well, 
from  Rhode  Island.  Senator  Pell,  for 
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the  extensive  time  that  he  put  into 
that  effort  as  well.  I  would  be  remiss  if 
I  did  not  also  express  the  gratitude  of 
all  of  us  on  the  committee  to  David 
Evans,  the  minority  staff  director; 
Polly  Gault.  who  did  a  tremendous 
job,  and  Rich  Tarplln  in  my  office, 
who  spent  tremendous  hours  working 
not  only  on  the  issues  that  were  of 
particular  importance  to  me  but  also 
on  the  larger  provisions  of  the  bill  as 
well. 

So  I  am  honored  to  have  my  name 
associated  with  this  conference  report. 
I  think  the  chairman  and  the  ranking 
minority  member  have  done  more 
than  just  their  job;  They  have  done  a 
tremendous  service  to  an  awful  lot  of 
people  across  this  coimtry  who  will 
have  a  better  opportunity  to  get  a 
higher  education  because  of  their  ef- 
forts. 
John  F.  Kennedy  once  wrote: 
The  future  of  young  people  and  the 
Nation  rests  in  large  part  on  their  access  to 
college  and  graduate  education.  For  this 
country  reserves  its  highest  honors  for  only 
one  kind  of  aristocracy— that  which  the 
Founding  Fathers  called  an  "aristocracy  of 
achievement  arising  out  of  a  democracy  of 
opportunity". 

Just  2  short  years  after  President 
Kennedy  penned  these  visionary 
words.  Congress  enacted  the  Higher 
Education  Act  of  1965.  Since  that 
time,  the  Federal  role  in  higher  educa- 
tion has  been  shaped  by  the  two  philo- 
sophical foundations  which  underlie 
this  landmark  Federal  statute.  First, 
HEA  embodies  the  uniquely  American 
principle  which  President  Kennedy 
first  outlined  almost  25  years  ago: 
That  all  young  people  in  America 
should  have  access  to  and  choice  of 
postsecondary  educational  opportuni- 
ties, regardless  of  their  personal 
wealth.  Second,  HEA  symbolizes  our 
conviction  that  the  long-term  econom- 
ic vitality  and  security  of  our  Nation 
depend  on  its  ability  to  sustain  a  pool 
of  educated  citizens  who  can  serve  our 
country's  needs  in  defense,  science, 
communications,  health,  commerce, 
and  a  host  of  other  areas. 

Mr.  I»resident,  it  is  a  distinct  pleas- 
ure and  a  high  honor  for  me  to  report 
to  the  Senate  that  the  conference 
report  which  is  now  before  us  main- 
tains and  expands  the  Federal  Govern- 
ment's two  historic  responsibilities  in 
higher  education.  The  Higher  Educa- 
tion Act  of  1986  reauthorizes  and  ex- 
pands important  student  aid  programs 
like  Guaranteed  Student  Loans,  Pell 
Grants,  and  College  Work-Study.  This 
legislation  also  establishes  an  innova- 
tive Supplemental  Loan  Program  to 
help  middle-income  families  meet  the 
rising  costs  of  higher  education  with- 
out unreasonable  sacrifice.  These  pro- 
grams represent  the  best  of  our  na- 
tional character;  they  ensure  that  a 
student's  choice  of  college  is  based  not 
on  the  depth  of  his  pocketbook  but  on 
the  depth  of  his  intellect. 


This  legislation  also  expands  HEA's 
categorical  programs  which  represent 
vital  Federal  investments  in  the  schol- 
arly and  scientific  research  which  has 
led  to  advancement  and  innovation 
across  all  areas  of  our  national  life. 
These  programs  include  foreign  lan- 
guage and  international  education, 
funds  for  the  construction  and  renova- 
tion of  academic  and  research  facili- 
ties, research  library  assistance,  gradu- 
ate and  professional  fellowships,  and 
funds  for  teacher  training. 

Mr.  President,  as  a  member  of  the 
Senate  Subcommittee  on  Education, 
Arts,  and  Humanities,  and  as  a  Senate 
conferee  on  this  historic  legislation,  I 
am  proud  to  have  authored  several  ini- 
tiatives which  are  contained  in  the 
conference  report  before  us  today. 
F^rst,  I  authored  an  amendment  to  es- 
tablish a  private  corporation  which 
will  guarantee  and  insure  bonds  and 
loans  for  the  construction  and  renova- 
tion of  academic  facilities  and  re- 
search equipment.  While  this  corpora- 
tion will  not  actually  issue  bonds  or 
loans  itself,  it  will  provide  access  to 
private  financial  markets  for  a  broad 
range  of  higher  education  institutions 
which  currently  have  no  recourse  to 
such  financing.  In  order  to  determine 
which  institutions,  are  eligible  for  its 
services,  the  corporation  will  apply  the 
financial  .rating  criteria  currently  uti- 
lized by  nationally  recognized  statisti- 
cal rating  agencies.  This  corporation 
will  also  be  fully  independent  from  the 
Federal  Government  and  will  comply 
with  all  relevant  State  insurance  and 
the  qualification  laws. 

Second,  I  authored  an  amendment 
to  reauthorize  and  expand  title  VI  of 
HEA:  foreign  language  and  interna- 
tional education.  In  addition  to  the  na- 
tional foreign  language  and  area  stud- 
ies resource  centers  already  contained 
in  title  VI,  this  provision  establishes 
intensive  summer  language  institutes, 
foreign  language  resource  centers,  and 
a  two-tiered  stipend  program  for  ad- 
vanced language  study.  While  this  is  a 
relatively  small  Federal  program  in 
terms  of  actual  dollars,  title  VI  is  one 
of  those  vital  Federal  investments  in 
higher  education:  We  need  a  pool  of 
human  resources  who  can  speak  the 
languages  of  other  nations  and  under- 
stand the  nuances  of  other  cultures. 

Third,  I  authored  an  amendment 
which  requires  the  Department  of 
Education  to  conduct  a  major  study— 
the  first  ever— on  the  rising  cost  of 
higher  education.  In  conducting  this 
study,  the  Department  will  evaluate 
the  effects  of  rising  costs  on  middle- 
income  students  and  their  families, 
and  make  reconunendation?  on  steps 
which  Government  and  educational 
institutions  themselves  can  take  to 
stem  the  tide  of  rising  costs  in  the 
future. 

Together  with  Congressman  Terry 
Bruce  of  Illinois,  I  also  authored  the 
Higher  Education  and  Economic  De- 


velopment Act  of  1986,  which  has  been 
incorporated  into  title  XI  of  HEA. 
This  measure  will  provide  Federal 
funds  for  partnerships  between  col- 
leges and  universities,  local  govern- 
ments, labor,  business,  and  industrial 
organizations,  to  assist  in  the  develop- 
ment and  implementation  of  compre- 
hensive economic  development  plans 
in  local  communities. 

Fifth.  I  offered  an  amendment  to 
the  College  Work-Study  Program 
which  sets  aside  up  to  $62  million  per 
year  for  community-service  learning 
projects  which  benefit  low-income  in- 
dividuals and  families.  Together  with 
the  other  community  service  initia- 
tives included  in  the  conference 
report,  my  amendment  signals  our 
strong  congressional  interest  in  pro- 
moting service  initiatives  which  utilize 
the  unique  skills  and  energies  of  our 
Nation's  young  people. 

I  authored  another  service-oriented 
amendment  included  in  the  conference 
report  which  establishes  partial  loan 
cancelation  for  Peace  Corps  and  Vista 
Volunteers.  Under  the  terms  of  this 
provision,  volunteers  will  be  able  to 
have  up  to  15  percent  of  their  national 
direct  student  loan  canceled  for  their 
first  year  of  service,  and  20  percent 
canceled  for  each  of  their  second  and 
third  years  of  service.  My  amendment 
is  intended  to  be  both  an  incentive  and 
a  reward  for  service  in  these  two  im- 
portant national  programs. 

Last,  I  authored  an  amendment 
which  authorizes  $1.3  million  for  the 
construction  of  biobehavioral  research 
facility  at  the  University  of  Connecti- 
cut. If  appropriated,  these  fimds  will 
help  our  State  university  establish  a 
research  facility  of  national  signifi- 
cance in  this  important  scientific  area. 

Mr.  President,  before  I  conclude  my 
remarks,  I  would  like  to  take  a 
moment  to  pay  tribute  to  two  Senators 
without  whom  this  reauthorization 
could  not  have  been  accomplished: 
Senators  Robert  Stafford  and  Clai-. 
BORNE  Pell.  In  an  era  of  fiscal  con- 
straint, they  crafted  a  Senate  bill  and 
later  a  conference  report  which  ex- 
pands our  Nation's  commitment  to 
higher  education  while  actually  reduc- 
ing the  total  authorization  for  this  act. 
I  have  no  doubt  that  Senators  Staf- 
ford and  Pell  will  be  remembered  by 
our  children  as  visionary  leaders  in 
American  education. 

Mr.  STAFFORD.  Mr.  President.  I 
thank  the  able  Senator  from  Connecti- 
cut for  his  kind  words.  His  contribu- 
tion to  getting  this  conference  put  to- 
gether and  agreed  to  was  a  very  major 
one. 

Mr.  HATCH.  Mr.  President,  I  wel- 
come the  Senate's  consideration  of  the 
conference  report  on  S.  1965,  the 
Higher  Education  Amendments  of 
1986.  I  encourage  its  overwhelming 
adoption  by  the  Senate. 
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The  Higher  Education  Act  of  1965 
wu  a  landmark  piece  of  legislation. 
That  bill,  by  authorizing  programs  of 
financial  assistance  for  postsecondary 
education  for  many  of  our  Nation's 
citizens,  provided  the  necessary  access 
to  full  participation  in  all  that  our  so- 
ciety has  to  offer.  Under  that  bill,  stu- 
dents in  my  home  State  of  Utah  re- 
ceived nearly  $38,500,000  in  Federal 
student  fiiuoicial  assistance  last  year. 
Its  reauthorization  in  the  Higher  Edu- 
cation Amendments  of  1986  is  equally 
landmark  legislation. 

We  have  reauthorized  many  of  those 
financial  aid  programs,  all  the  while 
refining  them  so  that  the  most  deserv- 
ing students  will  receive  this  assist- 
ance. We  have  also  added  new  pro- 
grams designed  to  recognize  the 
changing  character  and  changing 
needs  of  today's  student  population. 
Some  aid  is  also  directed  to  institu- 
tions of  higher  education— for  library 
assistance  or  to  help  our  historic  black 
colleges  and  imiversities  and  other 
worthy  "developing  institutions"  such 
as  community  colleges,  for  example. 
And,  I  am  pleased  to  say,  institutions 
may  now  receive  grants  for  demonstra- 
tion projects  for  child  care  facilities 
for  disadvantaged  and  low-income  stu- 
dents and  for  innovative  continuing 
education  programs. 

Beyond  this  reaffirmation  of  the  old 
and  the  addition  of  innovative  pro- 
grams, we  have  been  as  fiscally  respon- 
sible as  possible  with  this  legislation. 
Refining  programs  to  target  aid  to 
needy  students  and  institutions  and  es- 
tablishing reasonable  authorization 
levels  and  maximum  yearly  growth 
rates  have  brought  the  level  of  the 
first  year  of  this  authorization  bill, 
fiscal  1987.  below  the  current  year's 
authorization  level.  Furthermore,  I 
would  remind  my  colleagues  that  a 
prudent  investment  in  the  further 
education  of  our  Nation's  students  can 
be  a  wise  and  fiscally  responsible  in- 
vestment of  the  taxpayer's  dollar. 

In  closing,  Mr.  President,  I  would 
like  to  add  a  word  of  thanks  to  my  col- 
leagues of  both  parties  on  the  Educa- 
tion Subcommittee  and  the  Labor  and 
Human  Resources  Committee.  They 
labored  long  and  diligently  to  draft 
this  bill  and  sent  it  to  the  Senate 
floor.  It  is  a  truly  bipartisan  and  re- 
sponsible effort.  I  would  particularly 
like  also  to  thank  Senators  Stafford 
and  Pell,  the  chairman  and  ranking 
minority  members,  of  the  Education 
Subcommittee  who  shepherded  this 
bill  through  the  long  conference  with 
the  Hoiise  of  Representatives.  They 
have  done  a  yeoman's  job. 

Bdr.  President.  I  urge  my  colleagues 
to  pass  this  conference  report  and 
send  it  on  to  the  President  for  his  sig- 
nature. Our  country  will  be  better  for 
the  passage  of  this  bill,  for  its  reaffir- 
mation of  the  principle  that  access  to 
educational  opportunity  and  achieve- 


ment is  fundamental  to  the  success  of 
representative  government. 

Mr.  WEICKER.  Mr.  President,  I  rise 
in  support  of  the  conference  agree- 
ment on  S.  1965,  the  Higher  Education 
Amendments  of  1986.  This  agreement 
was  reached  after  many  hours  of  delib- 
eration and  negotiations  with  our  col- 
leagues on  the  House  side.  I  must,  at 
the  outset  of  my  remarks,  commend 
the  leadership  of  my  colleagues  Sena- 
tor Robert  Stafford,  chairman  of  the 
Education  Arts  and  Humanities  Sub- 
committee, and  the  ranking  minority 
members.  Senator  Claiborne  Pell.  Be- 
cause of  their  commitment  to  higher 
education  we  have  legislation  before 
us  of  which  we  can  all  be  proud. 

Higher  education  has  long  been  a 
part  of  American  life  and  Federal  Gov- 
ernment has  had  an  interest  in  its 
quality  for  over  a  century.  In  recent 
years  the  Federal  role  has  reflected  a 
commitment  to  both  the  quality  of  the 
Nation's  institutions  of  higher  educa- 
tion and  access  to  that  education  for 
all  qualified  students  who  wish  to 
pursue  a  postsecondary  education.  The 
bill  before  us  recognizes  the  current 
and  changing  needs  of  the  higher  edu- 
cation system;  and  most  importantly, 
student  access  to  that  system. 

The  legislation  we  are  about  to  send 
to  the  President  is  fiscally  sound.  Sav- 
ings have  been  achieved,  and  steps 
have  been  taken  to  address  the  costly 
problem  of  loan  default.  Most  pro- 
grams have  received  only  modest  in- 
creases in  authorization  levels  over 
current  appropriations;  however,  stu- 
dent aid  to  the  neediest  students  has 
been  increased.  In  this  regard  we  can 
take  great  pride.  S.  1965  recognizes  the 
economic  pressures  of  the  1980's  but 
refuses  to  ignore  the  economic  needs 
of  our  Nation's  young  people.  Today 
we  reaffirm  our  commitment  to  higher 
education.  We  reassert  that  a  strong 
system  of  higher  education  which  is 
accessible  to  all  who  wish  to  pursue  it 
is  a  critical  aspect  of  our  nation's 
strength. 

Again,  I  commend  my  good  friend 
and  colleague,  the  distinguished  Sena- 
tor from  Vermont,  for  his  commitment 
but  most  of  all  his  leadership  in  this 
area. 

Mr.  WALLOP.  Mr.  President,  2  years 
ago,  I  accepted  assignment  to  the 
Senate  Labor  and  Human  Resources 
Committee.  As  part  of  my  work  on  the 
committee,  I  have  served  on  the  Sub- 
committee on  Education,  Arts,  and 
Humanities,  which  is  ably  chaired  by 
my  colleague  from  Vermont,  Mr.  Staf- 
ford. The  ranking  member  is  the  Sen- 
ator from  Rhode  Island,  Mr.  Pell. 
These  two  members  have  overseen  the 
development  of  our  Federal  program 
of  assistance  for  higher  education 
since  the  passage  of  the  original 
Higher  Education  Act  in  1965. 

Most  of  my  service  the  past  2  years 
on  the  subcommittee  has  focused  on 
the    reauthorization    of    the    Higher 


Education  Act.  It  has  taken  literally  2 
full  years  to  reach  the  point  we  are  at 
today.  We  held  extensive  hearings  on 
the  issue  of  financing  higher  educa- 
tion. I  personally  chaired  a  field  hear- 
ing in  Laramie,  WY,  the  home  of  the 
University  of  Wyoming.  We  eventually 
drafted  an  excellent  bill.  Unfortimate- 
ly,  the  House  of  Representatives  did 
not  recognize  many  attributes  in  our 
bill,  and  we  were  forced  into  a  lengthy 
conference. 

At  times,  it  appeared  that  the  House 
Members  had  learned  nothing  from 
our  experiences  of  the  past  10  years. 
The  House  presented  us  with  a  bloated 
bill— including  unrealistic  funding 
levels  and  reauthorization  of  question- 
able programs.  On  our  side,  we  had  a 
firm  commitment  by  all  the  Members 
to  putting  together  a  realistic  bill,  one 
that  targeted  most  of  the  act's  re- 
sources to  loans  and  grants  for  low- 
income  students  in  a  fiscally  responsi- 
ble manner.  Our  firm  determination 
convinced  the  House  conferees  that 
there  would  not  be  any  legislation  this 
year  if  they  insisted  on  their  position. 

We  have  put  together  a  good  bill. 
Even  the  White  House  reluctantly  per- 
haps, agrees  that  we  made  tremendous 
progress  with  this  reauthorization  of 
the  Higher  Education  Act.  We  set  the 
first  year  authorization  level  at  $10.2 
billion,  well  below  the  original  House 
level.  We  revamped  and  streamlined 
the  qualification  procediu-es  for  Pell 
grants  and  guaranteed  student  loans. 
Subsidies  to  the  lenders  have  been  cut 
back.  The  bill  contains  incentives  for 
nontraditional  students,  in  particular 
women  who  are  single  parents.  My 
chairman  has  provided  a  thorough  ex- 
planation of  the  bill.  I  urge  the  adop- 
tion of  this  conference  report. 

Mr.  QUAYLE.  Mr.  President,  as  a 
conferee  on  the  bill,  I  am  pleased  to 
rise  in  support  of  the  conference 
report  to  accompany  S.  1965,  the 
Higher  Education  Act  reauthorization. 
This  bill  is  the  product  of  many  hours 
of  work  and  deliberation,  and  it  truly 
represents  a  bipartisan  approach  to 
what  the  future  of  Federal  assistance 
for  higher  education  should  be  in  our 
country. 

This  bill  extends  until  1991  the  Fed- 
eral student  aid  programs,  the  center- 
piece of  the  Federal  Government's 
commitment  to  higher  education.  In 
particular,  the  Pell  Grant  Program 
and  the  Guaranteed  Student  Loan 
Program  are  expanded  to  account  for 
the  changing  demographics  in  higher 
education  as  well  as  to  account  for  the 
rising  cost  of  tuition. 

I  would  like  to  commend  the  chair- 
man of  the  Senate  Subcommittee  on 
Education,  Arts  and  Humanities,  Sena- 
tor Stafford,  and  the  ranking  member 
on  the  subcommittee.  Senator  Pell. 
for  their  many  efforts  at  putting  this 
bill  together  and  guiding  it  through 
the  Senate  and  through  conference 
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with  the  House.  Both  gentlemen  have  who  is  returning  to  school  for  further  tlple  disbursements;  that  a  loan  con- 
been  a  pleasure  to  work  with,  and  I  ap-  education  in  between  careers.  More  aid  solidation  program  be  made  avaUable- 
predate  their  wUllngness  to  address  wlU  be  available  for  students  attending  and  that  the  deflnltioiTforlSdepend: 
the  concerns  of  the  members  of  the  le^  than  fuU  time,  and  deferments  for  ent  student  be  tl.rhteni.d  .m  tn  ^nln 
Education  Subcommittee.  GSL  repayments  will  be  allowed  for 

S.  1965  represents  a  renewed  com-    students  attending  less  than  full  time 

who  are  current  GSL  borrowers. 
A  significant,  and  very  major  change 

if  made  to  the  Pell  Grant  Program  to 

allow  less-than-half-time  students  eli- 


mltment  to  providing  access  to  all  stu 
dents  to  higher  education.  This  bill 
places  the  emphasis  of  Federal  ftwd- 
Ing    on    the    student    aid    programs, 


ent  student  be  tightened  up  to  avoid 
some  of  the  current  program  abuses. 

These  are  only  some  of  the  provi- 
sions on  which  the  Indiana  group  ad- 
vised me,  and  it  gives  me  great  pleas- 
ure that  their  soimd  advioe  was 
heeded.  I  continue  to  look  forward  to 


which  was  always  the  priority  of  the    gibillty  for  PeU  grants  beginning  in    worS  wTth  the  hlXr  ^SuckLn 
Sen&te.    Th«»    cnnforpnrv^H    wii    aion     10AQ   Tho  B^in.to  Hni  ma  ^^t  4,»-T..j-    woriung   wim   ine   mgner   education 


Senate.  The  conferenced  bill  also 
tightens  the  student  aid  programs  to 
better  focus  aid  on  the  needier  stu- 
dent, and  it  expands  the  size  of  the 
grant  awards  and  loan  amounts  that 
needy  students  can  receive. 

This  legislation  authorizes  $10.2  bil- 
lion for  student  aid  and  institutional 
aid  programs.  While  this  is  approxi- 
mately $600  million  more  than  the 
Senate  had  in  its  bill,  the  conferees 
agreed  to  put  much  of  the  increase 
into  the  student  aid  programs. 

This  bill  also  takes  into  account  the 
need  for  cost  control  in  the  Guaran- 
teed Student  Loan  [GSL]  Program, 
and  meets  the  savings  targets  estab- 
lished by  the  fiscal  year  1987  budget 
resolution.  The  major  change  made  in 
the  GSL  Program  to  achieve  these  sav- 
ings is  to  require  that  all  students  un- 
dergo a  needs  test  to  establish  the 
amount  of  money  they  are  eligible  to 
borrow. 

I  have  strongly  supported  a  univer- 
sal needs  test  for  many  years,  and  am 
pleased  that  this  bill  contains  such  a 
needs  test.  This  needs  test  will  also 
have  the  effect  of  reducing  defaults, 
because  students  will,  in  some  cases,  be 
borrowing  only  what  they  need. 

The  bill  also  contains  many  new  pro- 
visions in  the  GSL  Program  designed 
to  reduce  defaults  and  to  prevent 
them.  This  is  another  area  that  I  have 
consistently  worked  hard  in.  Defaults 
in  the  GSL  Program  run  over  $1  bil- 
lion and  are  cause  for  concern  if  we 
want  to  keep  a  strong,  viable  GSL  Pro- 
gram. Many  of  the  provisions  in  the 
Senate  bill  to  prevent  defaults  have 
been  agreed  to  by  the  House  confer- 
ees, and  I  am  hopeful  that  schools. 
States  and  lenders  will  do  all  they  can 
to  reduce  defaults  as  required  by  many 
Senate  programs. 

At  the  same  time,  the  conferees  have 
been  careful  not  to  let  the  default 
problem  override  the  access  question. 
It  would  be  easy  to  reduce  defaults  in 
the  GSL  Program  by  simply  limiting 
loans  to  students  that  are  projected  to 
have  a  good  chance  of  repayment.  But 
the  GSL  Program  has  always  been  one 
of  access,  and  the  conferees  have  made 
numerous  clear  statements  that  the 
GSL  Program  should  and  must  be 
available  to  all  students,  regardless  of 
their  course  of  education,  the  length 
of  that  education  course,  or  other  fac- 
tors, such  as  economic  status. 

The  bill  also  contains  a  number  of 
provisions  designed  to  assist  the  non- 
traditional  student  and  the  student 


1989.  The  Senate  bill  did  not  include 
this  expansion  to  less-than-half-time 
students  because  we  did  not  want  to 
see  money  taken  away  from  the  stu- 
dents who  are  attending  full  time  or 
more  than  half  time.  However,  the 
House  was  insistent  on  providing  some 
type  of  assistance  to  the  less  than  half 
time  students  through  Pell  grants. 

The  Senate  conferees.  I  believe, 
made  clear  throughout  the  negotia- 
tions that  money  should  not  be  taken 
away  from  the  current  Pell  grant  re- 
cipients to  pay  for  the  less-than-half- 
time  student.  While  we  have  contained 
a  provision  for  the  1989-90  award  year 
protecting  current  recipients,  I,  for 
one,  will  be  closely  watching  their  re- 
sults of  this  expansion  to  see  If  large 
amounts  of  funds  are  being  diverted 
from  the  full-time  student. 

The  conference  bill  contains  a 
number  of  new  programs  which  the 
conferees  discussed  in  great  detail.  I 
am  not  pleased  that  we  have  several 
brand  new  programs  and  continued 
authorizations  for  programs  that  have 
not  received  funding  for  the  past  5 
years.  I  would  make  my  position  clear 
that  I  will  always  support  appropria- 
tions for  the  student  aid  programs 
over  the  appropriations  for  these  new 
programs. 

Throughout  the  process  of  reauthor- 
ization, I  have  been  helped  and  coun- 
seled by  many  of  the  college  and  uni- 
versity presidents  and  many  of  the  fi- 
nancial aid  officers,  lenders  and  state 
officials  in  Indiana.  I  am  happy  to 
report  to  them  that  a  great  number  of 
their  recommendations  have  been 
picked  up  in  this  bill  and  that  their 
imput  was  seen  as  a  wise  course  by 
many  Senators  and  their  staffs. 

For  example,  the  Indiana  Task 
Force  on  Higher  Education  made  the 
following  recommendations  for  stu- 
dent aid,  all  of  which  are  now  part  of 
S.  1965:  that  all  students  undergo  a 
needs  test  for  the  GSL  Program;  that 
the  National  Direct  Student  Loan  and 
the  Supplemental  Education  Opportu- 
nity Grant  Program  be  more  tightly 
focused  on  needy  students;  that  a 
master  calendar  by  which  certain  ac- 
tions related  to  the  delivery  of  student 
aid  must  occur  be  written  into  law; 
that  a  separate  needs  analysis  be  used 
for  the  Pell  Grant  Program,  in  order 
to  better  target  that  program  to  the 
neediest  students;  that  GSL  loan 
limits  be  increased  to  take  into  ac- 
count the  increases  in  cost  of  educa- 
tion; that  GSL  checks  be  made  in  mul- 


community  in  Indiana  to  ensure  that 
S.  1965  does  indeed  provide  the  dollars 
to  the  students  that  need  them  most. 

In  closing,  Mr.  President,  I  want  to 
express  my  support  for  8.  1965,  which 
is  a  fair  bUl,  and  which  will  enable  mil- 
lions of  students  to  obtain  a  postsec- 
ondary  education.  An  educated  citizen- 
ry is  vital  to  the  health  and  well-being 
of  our  economy  and  our  Nation.  S. 
1965  reaffirms  the  commitment  of  the 
Federal  Government  to  providing  an 
opportunity  for  all  to  a  higher  educa- 
tion. I  urge  my  colleagues  to  support 
this  conference  report. 

Mr.  GORTON.  Mr.  President,  I  wish 
to  speak  in  support  of  the  conference" 
report  on  the  higher  education  amend- 
ments. The  committee  of  conference  is 
to  be  commended  for  its  work  on  this 
legislation,  and  I  am  proud  to  be  listed 
as  a  cosponsor  of  the  underlying  bill, 
S.  1965.  As  approved  by  the  conference 
committee,  this  legislation  authorizes 
$10.7  billion  for  higher  education  pro- 
grams in  1987. 

The  higher  education  amendments 
will  make  many  significant  changes  in 
our  higher  education  programs.  Some 
of  the  most  important  provisions  in 
the  bill  are  aimed  at  alleviating  the 
harsh  impact  that  rising  tuition  has 
had  on  students'  ability  to  pay  for 
their  educations.  As  approved  by  the 
conference,  the  bill  will  raise  the  max- 
imiun  award  for  the  Pell  Grant  Pro- 
gram from  $2,100  to  $2,300  in  1987. 
After  1987,  the  Pell  grant  ceiling  will 
increase  in  $200  increments  each  year 
until  the  maximum  award  is  $3,100  in 
1991.  The  Supplemental  Grant  Pro- 
gram also  will  be  improved  by  raising 
the  maximum  grant  from  $2,000  to 
$4,000. 

The  popular  Guaranteed  Student 
Loan  Program  also  has  been  improved 
in  this  bill.  Loan  limits  will  be  raised 
from  $2,500  to  $2,625  for  freshmen 
and  sophomores,  and  to  $4,000  for  jun- 
iors and  seniors.  The  cumulative  loan 
limit  for  undergraduate  students  will 
increase  from  $12,500  to  $17,250.  The 
limit  on  graduate  student  loans  will  in- 
crease from  $5,000  to  $7,500.  Loan 
limits  for  the  National  Direct  Student 
Loan  Program  also  will  go  up  imder 
the  bill-from  $3,000  to  $4,500  for  the 
first  2  years  of  undergraduate  study, 
and  from  $6,000  to  $9,000  for  the 
second  2  years.  Furthermore,  students 
with  $5,000  or  more  in  Guaranteed 
Student  Loans,  National  Direct  Stu- 
dent Loans,  health  professions  student 
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loans,  and  PLUS/ ALAS  loans  will  be 
able  to  consolidate  their  loans. 

I  extend  my  special  appreciation  to 
the  Senator  from  Vermont.  Senator 
Statfoiu),  and  his  staff  for  their  will- 
ingness to  work  with  me  in  clarifying 
some  of  the  questions  surrounding  the 
International  Education  Program.  Our 
Nation  has  a  unique  resource  and  a 
substantial  investment  in  our  compre- 
hensive centers  of  international  stud- 
ies. A  glowing  example  of  the  value  of 
these  centers  can  be  found  in  my 
home  State  of  Washington  at  the 
Jackson  School  of  International  Stud- 
ies in  Seattle.  The  knowledge  of  other 
countries  and  ability  to  communicate 
in  other  languages  that  students  leam 
at  these  centers  truly  promote  the 
long-term  economic  and  security  inter- 
ests of  our  Nation.  Title  VI  of  the 
higher  education  amendments  will 
preserve  this  legacy  of  excellence  by 
sustaining  and  deepening  the  Nation's 
capacity  for  advanced  training  in  for- 
eign languages  and  international  stud- 
ies through  comprehensive  centers. 

Mr.  President,  the  Senator  from  Ver- 
mont [Mr.  Stafford]  and  the  ranking 
member.  Senator  Pell,  are  to  be  con- 
gratulated for  their  efforts  on  the 
higher  education  amendments.  I  urge 
my  colleagues  to  join  me  in  clearing 
this  measure  for  the  President. 

Mr.  KENNEDY.  Mr.  President,  this 
conference  report  represents  literally 
years  of  work  by  the  Senate  and  the 
House.  And  it  represents  the  extraor- 
dinary American  commitment  to  pro- 
vide higher  education  to  people  all 
across  this  country.  There  are  few  ef- 
forts more  worthy  of  the  attention, 
time  and  toil  of  the  Congress  than  this 
legislation.  Literally  millions  of  Ameri- 
cans have  received  college  degrees  as  a 
result  of  the  Higher  Education  Act.  It 
is  one  of  the  glories  of  this  Nation 
that  higher  education  is  available  to  so 
many  or  our  people.  Wide  access  to 
our  colleges  and  universities  is  one  of 
our  best  defenses  against  the  dangers 
of  a  closed  society. 

At  a  time  when  the  educational 
standing  of  this  Nation  against  its 
international  competitors  is  eroding,  a 
reduction  in  our  commitment  to 
higher  education  is  a  mistake  for 
which  we  would  pay  for  decades.  But 
that  price  at  least  would  only  be  paid 
in  dollars  and  cents.  The  higher  but 
more  Intangible  price  of  lowering  our 
commitment  to  higher  education 
would  be  the  erosion  of  equal  educa- 
tional opportunity. 

So  I  applaud  the  Congress  today. 
For  all  of  the  criticism  to  which  this 
body  is  often  subjected,  there  are 
great  moments  in  public  policy  that 
ably  serve  our  deepest  shared  values 
and  this  is  one  of  them.  This  Nation  is 
committed  to  educational  excellence, 
and  to  the  ideal  of  equal  opportunity, 
and  this  vital  legislation  continues 
those  commitments. 


Mr.  SIMON.  Mr.  President,  I  am 
pleased  to  join  my  colleagues  in  sup- 
port of  S.  1965,  the  Higher  Education 
Amendments  Act  of  1986  and  in  urging 
adoption  of  the  conference  report. 
The  distinguished  chairman  of  the 
Committee  on  Labor  and  Hiunan  Re- 
sources, and  my  friend  and  colleague 
from  Vermont.  Senator  Stafford,  who 
is  chairman  of  the  Subcommittee  on 
Education.  Arts,  and  Humanities,  and 
who  along  with  the  ranking  Democrat- 
ic member.  Senator  Claiborne  Pell, 
have  demonstrated  outstanding  lead- 
ership in  fashioning  this  reauthoriza- 
tion bill.  S.  1965  contains  several  new 
titles  and  improvements  in  existing 
programs  under  the  act,  however,  its 
basic  thrust  is  to  reaffirm  Congress' 
and  the  Federal  Government's  com- 
mitment to  equity  and  quality  in 
higher  education. 

I  was  pleased  to  serve  on  the  sub- 
committee which  wrote  the  original 
Senate  bill  and  to  have  participated 
fully  in  those  deliberations  and  deci- 
sions under  Chairman  Stafford's  skill- 
ful leadership.  I  was  also  able  to  serve 
as  a  Senate  conferee,  for  the  first  time 
since  my  election  to  the  Senate,  and  to 
share  in  the  shaping  of  the  final  prod- 
uct we  present  here  today.  The  final 
bill  is  not  all  that  we  would  like  it  to 
be,  but  it  takes  a  major  stride  toward 
achieving  the  twin  goals  of  quality  and 
equity  by:  First,  expanding  grant  aid 
available  to  low-  and  middle-income 
students  through  the  Pell  grant  and 
the  Supplemental  Educational  Oppor- 
tunity Grant  [SEOGl  programs;  and 
second,  enhancing  Federal  institution- 
al assistance  to  libraries,  to  historical- 
ly black  colleges  and  universities  and 
community  colleges,  and  to  postsec- 
ondary  institutions  generally  for  facili- 
ties and  instrumentation— through  a 
new  program  of  direct  and  reinsurance 
on  loans. 

When  the  Committee  on  Labor  and 
Human  Resources  reported  its  recon- 
ciliation bill  to  the  Budget  Committee 
on  July  25.  we  were  still  in  conference 
with  the  House  of  Representatives  on 
the  reauthorization  of  the  Higher 
Education  Act.  That  conference  with 
the  other  body  was  concluded  on  Sep- 
tember 12,  1986.  For  that  reason,  it 
was  not  possible  for  the  committee  to 
include  all  of  its  final  decisions  in  the 
Senate-passed  reconciliation  bill 
adopted  on  Friday,  September  19. 
Final  decisions  and  the  actual  drafting 
of  legislative  language  were  not  com- 
pleted until  Monday  of  this  week.  I  am 
concerned  and  want  the  Members  to 
know  that  they  are  voting  today  on 
the  changes  in  the  student  aid  provi- 
sions adopted  by  the  conferees  and 
which  we  believe  will  achieve  the  nec- 
essary changes  requested  by  the 
Budget  Committee.  The  changes  in 
this  conference  report  will  be  imple- 
mented and  not  those  included  in  last 
week's  reconciliation  bill.  The  House- 
Senate  conference  on  the  reconcilia- 


tion is  expected  to  incorporate  these 
changes  in  their  conference  report. 

All  of  my  colleagues  who  represent- 
ed the  Senate  on  the  conference  are 
justifiably  proud  of  the  conference 
report  on  S.  1965,  especially  those  pro- 
visions affecting  student  aid. 

First,  we  abolished  the  old  "two- 
tiered"  system  for  determining  need  in 
the  Guaranteed  Student  Loan  [GSL] 
Program  which  has  existed  since  1981. 
All  students,  regardless  of  family 
income  will  have  to  demonstrate  need 
under  a  statutory  needs  analysis 
system.  Prior  to  implementation  of 
this  new  needs  analysis  in  fiscal  year 
1988— annual  year  1988-89— the  cur- 
rent needs  analysis— without  the  look- 
up tables  will  be  used  for  all  GSL  bor- 
rowers. The  conferees  adopted  the  ex- 
tension of  the  current  needs  analysis 
to  all  GSL  borrowers  in  the  belief  that 
it  is  fair  and  equitable,  in  view  of  the 
increases  we  recommend  for  the  Pell 
grant— $2,300  in  fiscal  year  1987— and 
SEOG— $4,000— to  all  students. 

Second,  the  higher  education  confer- 
ence report  incorporates  the  new  GSL 
interest  rate,  already  included  in  the 
reconciliation  bill  adopted  earlier  this 
month.  The  interest  rate  for  new  bor- 
rowers will  be  increased  from  8  per- 
cent—or the  appropriate  interest 
rate— to  10  percent  once  the  student 
begins  repayment. 

Third,  the  rule  governing  reinsur- 
ance based  on  default  rates  is  substan- 
tially revised  to  assure  equitable  treat- 
ment for  all  State  guaranty  agencies. 
The  conferees  agreed  to  establish  a  re- 
insurance fee  based  on  default  rates  to 
be  paid  to  the  Federal  Government  by 
the  guaranty  agencies.  Agencies  with  a 
default  rate  less  than  5  percent  will 
pay  a  fee  equal  to  0.25  percent  of  the 
total  principal  amount  of  loans  on 
which  that  issued  insurance  during 
the  fiscal  year.  Agencies  with  default 
rates  equal  to  or  greater  than  5  per- 
cent will  pay  a  fee  equal  to  a  0.5  per- 
cent of  such  amount.  This  was  an  es- 
sential accommodation  given  two  criti- 
cal factors:  First,  current  default  rates 
and  State  efforts  to  reduce  defaults; 
and  second,  varying  State  lending 
practices  affecting  categories  of  stu- 
dents and  sectors  of  higher  education 
served,  especially  low-income  students 
in  proprietary  institutions  and  in  com- 
munity colleges— who  are  most  likely 
to  default. 

A  fourth  difference  is  the  special  al- 
lowance paid  to  lenders  on  guaranteed 
loans.  The  reconciliation  bill  includes 
a  3.0  special  allowance,  identical  to  the 
provision  in  S.  1965  when  it  passed  the 
Senate.  The  Higher  Education  Act 
conference  report  provides  for  a  3.25 
percent  special  allowance  and  a  provi- 
sion for  a  major  study  of  the  return 
that  banks  earn  on  GSL's.  This  study 
will  provide  the  Congress  with  a  great 
deal  more  information  than  we  now 
have  on  exactly  how  much  banks  earn 
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for  their  willingness  to  invest  in  the 
futures  of  America's  human  resources. 

I  am  personally  very  gratified  with 
the  conferees  worlc  in  developing  a 
new  definition  for  "independent  stu- 
dent." That  definition  will  eliminate 
the  subjective  and  largely  nonverifia- 
ble  eligibility  criteria  and  substitute 
solid,  objective  factors  for  determining 
whether  or  not  a  student  is  financially 
independent  of  their  parents  and 
should  receive  more  Federal  student 
assistance  to  help  pay  for  coUege  costs. 
The  new  definition  of  independent 
student  means  any  individual:  First, 
who  is  24  years  of  age  or  older  by  De- 
cember 31  of  the  award  year;  second,  is 
a  ward  of  the  court,  an  orphan,  or  a 
veteran  of  the  Armed  Forces  of  the 
United  States;  third,  who  is  a  graduate 
or  professional  student  who  was  not 
claimed  as  a  dependent  for  income  tax 
purposes  by  his  or  her  parents,  or 
guardian,  for  the  first  calendar  year  of 
the  award  year;  fourth,  who  has  legal 
dependent  other  than  a  spouse;  fifth, 
who  is  a  single  undergraduate  student 
with  no  dependents  who  was  not 
claimed  as  a  dependent  for  income  tax 
purposes  for  the  2  calendar  years  pre- 
ceding the  award  year  and  demon- 
strates to  the  financial  aid  administra- 
tor total  self-sufficiency  during  those 
2  years  a  total  annual  income  of  at 
least  $4,000;  or  sixth  who  is  a  student 
for  whom  a  financial  aid  administrator 
maizes  a  documented  determination  of 
independence  by  reason  of  unusual  cir- 
cumstances. 

S.  1965  makes  a  new  commitment  to 
the  Pell  Grant  Program  and  to  re- 
dressing the  longstanding  imbalance 
between  the  amount  of  Federal  stu- 
dent aid  awarded  in  the  form  of  grants 
as  opposed  to  that  provided  in  the 
form  of  loans.  The  best  way  to  redress 
that  imbalance  is  to  make  the  Pell 
grant  an  entitlement,  however,  our 
current  budgetary  situation  will  not 
permit  us  to  take  that  step  at  this 
lime.  I  hope  we  will  before  I  leave  the 
U.S.  Senate.  We  have  taken  the  next 
best  step  and  that  is  to  provide  for  in- 
creases in  the  maximum  grant  and  to 
provide  for  automatic  increases  in  the 
nontuition  expenses  when  the  maxi- 
mum is  raised.  We  have  also  doubled 
the  SEGO  maximum— making  it  possi- 
ble for  low-income  students  attending 
public  institutions  and  lower  cost  pri- 
vate colleges  to  pay  most  of  their  col- 
lege costs  through  grants.  That  is  es- 
sential if  we  are  to  make  college  a  real 
option  for  the  poor  and  the  middle- 
income  student.  Since  1975.  the 
amount  of  Federal  student  aid  has 
shifted  from  805  grants  and  20-percent 
loans  to  51-percent  loans,  45-percent 
grants  and  4-percent-work  study.  Re- 
ducing student  debt  burdens  of  low- 
and  middle-income  students  and  re- 
ducing student  loan  defaults  are  in- 
separately  tied  to  altering  the  shift  in 
Federal  aid  from  grants  to  loans. 


Finally  Mr.  President,  we  have  also 
focused  on  the  issues  of  quality.  We 
have  reestablished  theX^ollege  Library 
Program  in  title  II  of  the  act.  We  have 
dramatically  altered  the  title  III, 
strengthening  institutions  Program 
for  historically  black  colleges  and  uni- 
versities, smaller  public  and  private  4- 
year  institutions,  and  community  col- 
leges. The  new  Black  College  and  Uni- 
versity Act  in  part  B  of  title  III  repre- 
sents a  landmark  commitment  to  the 
Nation's  historically  black  colleges. 
Along  with  Senator  Thurmond,  I  was 
glad  to  be  advocate  for  this  bill  in  the 
committee.  In  the  conference,  we  re- 
ceived the  cooperation  of  the  chair- 
man of  the  House  Education  and 
Labor  Committee  and  the  chairman  of 
the  Postsecondary  Education  Subcom- 
mittee. Without  their  help,  we  could 
not  have  worked  the  differences  and 
brought  this  important  legislation  for- 
ward. 

Several  other  provisions  will  also 
contribute  to  quality  and  higher  aca- 
demic standards: 

Restoration  of  the  5-year  limit  on 
student  participation  in  the  Pell  Grant 
Program. 

Establishment  of  new  satisfactory 
academic  progress  and  ability  to  bene- 
fit requirements  which  will  assure  that 
students  using  Federal  aid  make  pro- 
grass  toward  a  degree  or  certificate 
and  make  good  grades,  and  assure  that 
students  who  enter  postsecondary  in- 
stitutions without  a  high  school  diplo- 
ma or  GED  learn  the  skills  they  need 
to  succeed  in  their  chosen  field;  and 

Creation  of  two  new  programs  to  en- 
courage minority  and  first-generation 
college  student  to  enter  graduate  edu- 
cation—one in  title  IV,  postbaccalaur- 
eate  achievement  under  the  TRIO 
programs  and  a  second  under  title  IX 
of  the  act. 

Again,  I  want  to  commend  all  of  my 
colleagues  on  both  sides  of  the  aisle 
who  worked  hard  on  this  reauthoriza- 
tion. 

Mr.  STAFFORD.  Mr.  President.  I 
now  urge  adoption  of  the  conference 
report  on  S.  1965. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  confer- 
ence report? 

Mr.  PELL  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Rhode  Island. 

Mr.  PELL.  Mr.  President,  I  thank 
the  Senator  from  Connecticut  for  his 
kind  remarks  and  for  his  help. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  confer- 
ence report?  If  not,  the  question  is 
agreeing  to  the  conference  report. 

The  conference  report  was  agreed  to. 

Mr.  STAFFORD.  Mr.  President.  I 
move  to  reconsider  the  vote  by  which 
the  conference  report  was  agreed  to. 

Mr.  PELL.  I  move  to  lay  that  motion 
on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


CORRECTION  OF  TBCHNICAX.  ERRORS 

Mr.  STAFFORD.  Mr.  President,  I 
now  urge  passage  of  a  package  of 
purely  technical  amendments  con- 
tained in  House  Concurrent  Resolu- 
tion 394  which  are  necessary  to  correct 
mistakes  made  in  the  final  draft  of  S. 
1965.  These  amendments  have  been 
cleared  by  members  of  the  conference 
in  the  House  and  Senate  and  should 
be  passed  at  this  time. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  giving  immediate 
consideration  to  the  resolution?  With- 
out objection,  it  is  so  ordered. 

The  clerk  will  report. 

The  legislative  clerk  read  as  follows: 

A  resolution  (H.  Con.  Res.  394)  to  correct 
t-^chnical  errors  in  the  enrollment  of  the  bill 
(S.  1965). 

Mr.  PELL.  Mr.  President,  I  urge  the 
passage  of  these  technical  amend- 
ments and  concur  with  my  chairman 
and  leader. 

The  PRESIDING  OFFICER.  Is 
there  further  debate  on  the  resolu- 
tion? If  not.  the  question  is  on  agree- 
ing to  the  resolution. 

The  concurrent  resolution  (H.  Con. 
Res.  394)  was  agreed  to. 

Mr.  STAFFORD.  Mr.  President,  1 
move  to  reconsider  the  vote  by  which 
the  concurrent  resolution  was  agreed 
to. 

Mr.  PELL.  I  move  to  lay  that  motion 
on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  STAFFORD.  Mr.  President,  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

n  2020 

Mr.  DOLE.  Mr.  President,  I  ask 
imanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


S.  2878-ANTI  DRUG  ABUSE  ACT 
OF  1986 

Mr.  DOLE.  Mr.  President.  I  send  a 
bill  to  the  desk  on  behalf  of  myself, 
the  distinguished  minority  leader.  Sen- 
ator TmiRMOND.  Senator  Biden,  Sena- 
tor Hawkins,  Senator  Chiles,  Senator 
DeConcini.  Senator  Wilson  and 
others  and  ask  for  immediate  consider- 
ation. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  BYRD.  Reserving  the  right  to 
object,  and  I  will  not  object. 

And  I  will  be  very  happy  to  let  the 
distinguished  Senator  from  Connecti- 
cut precede  me  if  he  wishes. 

Mr.  WEICKER.  Mr.  President,  re- 
serving the  right  to  object.  I  think 
that  the  Record  should  show  that  the 
introduction  of  this  legislation  relative 
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to  drugs  comes  at  a  time  and  in  such  a 
form  that  none  of  us  have  had  an  op- 
portunity to  see  In  its  entirety  what  it 
is  that  we  are  being  asked  to  give  our 
unanimous  consent  to.  And,  I  might 
add.  this  applies,  since  this  is  a  Joint 
leadership  bill,  to  both  the  E>emocratic 
and  Republican  side.  And  so  that  it  is 
understood,  we  are  going  ahead  and 
doing  this  by  unanimous  consent  be- 
cause it  is  not  following  the  rules  of 
the  Senate.  And  maybe  that  is  deemed 
proper  and  necessary  at  this  juncture. 
But  the  reason  I  am  raising  this 
point  now  is  I  think  we  wlU  find, 
throughout  the  course  of  the  legisla- 
tion or  the  progress  of  the  legislation, 
that  time  and  again  we  will  be  asked 
to  set  aside  normal  procedure  and 
normal  consideration  because  of  the 
urgency  of  the  moment  or,  I  might 
add,  th6  politics  of  the  time.  And.  of 
course,  involved  here  is  not  any  quick 
fix  to  a  drug  problem  but  rather  the 
Constitution  of  the  United  States; 
whether  the  end  to  be  achieved  wiU  be 
achieved  by  sacrifice  on  all  of  our 
parts  or  whether  it  is  to  be  achieved 
by  the  sacrifice  of  others  who  need 
our  special  care  and  who  are  the  weak- 
est among  us.  These  are  all  important 
issues  that  will  arise  in  the  course  of 
the  next  48  to  72  hours. 

So  I  do  not  intend,  in  any  manner, 
shape,  or  form,  to  prohibit  or  lengthen 
consideration  of  the  matter,  but  I 
make  the  point  that  normally  what  is 
being  done  here  would  have  to  lay 
over  for  at  least  a  day  or  two  before 
we  could  move  to  its  consideration. 
That  is  not  going  to  happen.  So  the 
first  exception  has  been  made. 

I  will  accept  it.  I  will  not  object  to 
the  unanimous-consent  request,  but 
only  point  out  at  this  juncture— and 
then  I  will  take  my  seat— that  however 
important  the  problem  of  drugs,  the 
resolution  of  it  will  have  to  be  done 
constitutionally  and  will  have  to  be 
done  with  sacrifice  by  all  in  a  nonpo- 
litical  way.  Otherwise,  this  matter  is 
better  resolved  after  election  day  1986. 
The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  BYRD.  Reserving  the  right  to 
object.  Mr.  President.  The  distin- 
guished Senator  from  Connecticut  is 
right.  The  bill  that  is  on  the  calendar 
was  put  on  there  via  rule  XTV,  but  the 
measure  that  the  distinguished  major- 
.  ity  leader  is  calling  up  is  not  even  on 
the  calendar.  And  it  is  only  by  unani- 
mous consent  that  it  could  be  called 
up,  the  Senator  from  Connecticut  is 
right. 

I  make  the  reservation  only  for  the 
purpose  of  asking  a  question  or  so,  one 
being:  Will  there  by  any  amendments 
offered  to  the  bill  this  evening?  I  al- 
ready know  the  answer,  but  I  would  be 
expected  to  ask  these  questions. 

Mr.  DOLE.  No  I  think  the  record 
should  reflect  we  indicated  to  a 
number  of  Members  that  there  would 


be  no  amendments  offered  or  consid- 
ered this  evening. 

Mr.  BYRD.  Will  any  opening  state- 
ments be  made  today? 

Mr.  DOLE.  We  also  made  the  repre- 
sentation to  a  number  of  Senators  who 
wish  to  make  statements  that  we 
would  not  do  that  this  evening. 

Mr.  BYRD.  I  thank  the  majority 
leader. 

One  final  question:  What  will  be  the 
business  of  the  Senate  tomorrow  and, 
if  I  may  ask  the  majority  leader  at  this 
point— tomorrow  will  be  PYiday— what 
will  be  the  business  of  the  Senate  on 
Saturday,  as  far  as  the  distinguished 
majority  leader  can  say  at  this 
moment? 

Mr.  DOLE.  Well,  what  I  had  hoped 
to  do  tomorrow  was  to  bring  up  the 
tax  reform  conference  report  which 
passed  the  House  today  by  an  over- 
whelming vote.  I  was  advised  by  at 
least  three  Senators  that  they  prefer  I 
would  not  do  that;  that  they  had  not 
had  a  chance  to  look  at  the  transition 
rules.  Another  Senator  on  this  side  is 
involved  in  a  Conrail  discussion  tomor- 
row. Senator  danforth,  who  strongly 
opposes  the  bill.  It  would  not  be  a 
good  time  for  him. 

I  have  indicated  to  everyone  that,  if 
we  really  are  trying  to  leave  here  next 
Friday,  we  do  not  have  many  days  left. 
What  I  will  probably  do  tomorrow 
morning,  unless  there  if  some  strenu- 
ous objection,  is  to  go  ahead  and  make 
opening  statements  on  the  drug  bill.  I 
have  talked  with  the  distinguished 
Senator  from  Ohio,  Senator  Metz- 
ENBAUM,  who  wanted  to  take  a  look  at 
the  transition  rules  in  the  tax  bill.  He 
believes  maybe,  by  1  o'clock,  he  would 
be  prepared  to  let  us  move,  which  we 
could  do  in  any  event,  on  the  confer- 
ence report  on  the  tax  bill.  But  maybe 
we  would  accommodate  him  in  that 
way. 

But  tomorrow  morning  we  will  bring 
up  the  drug  enforcement  bill,  make 
statements,  and  then  I  would  try  to 
work  out  with  all  parties  their  con- 
cerns on  the  tax  reform  bill. 

We  will  have  a  Saturday  session, 
which  will  probably  either  be  on  tax 
reform  or  drug  enforcement. 

Mr.  BYRD.  In  other  words,  if  tax 
reform  had  not  been  completed,  the 
Senate  would  still  be  on  tax  reform.  I 
take  it,  and,  otherwise,  we  would  on 
the  drug  package. 

Mr.  DOLE.  That  is  as  I  presently  see 
it. 

Mr.  BYRD.  Yes.  Well,  I  think  the 
distinguished  majority  leader  has  an- 
swered as  far  as  he  can  at  this  point.  I 
know  that  Senator  Metzenbaum  was 
concerned  about  the  transition  rules. 

Mr.  President,  I  thank  the  majority 
leader.  I  remove  my  reservation. 

The     PRESIDING     OFFICER.     Is 
there  objection?  Without  objection,  it 
is  so  ordered. 
The  clerk  will  report. 


The  assistant  legislative  clerk  read 
as  follows: 

A  bill  (S.  2878)  to  strengthen  the  laws 
against  illegal  drugs,  and  for  other  pur- 
poses. 

The  Senate  proceeded  to  consider 
the  bill. 

a  2030 

Mr.  WEICKER  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Connecticut. 

Mr.  WEICKER.  Mr.  President,  I 
make  a  point  of  order  this  bill  pro- 
poses to  raise  revenue  and  it  is  being 
offered  as  a  Senate-originated  bill. 
Under  the  U.S.  Constitution,  it  is  not 
in  order. 

The  PRESIDING  OFFICER.  The 
point  of  order  based  on  the  constitu- 
tional precedents  in  the  Senate  is  sub- 
mitted to  the  will  of  the  Senate. 

Mr.  WEICKER.  Mr.  President,  I  un- 
derstand that.  I  am  perfectly  willing 
that  this  matter  be  the  opening 
matter  of  debate  at  such  time  as  the 
leadership  cares  to  debate  it.  I  wanted 
to  raise  the  point  at  the  outset,  which 
would  be  the  proper  time.  What  I  am 
saying  is  whatever  the  will  of  the  lead- 
ership in  this  matter  is  fine  with  me. 

Mr.  DOLE.  Mr.  President,  it  is  debat- 
able, is  that  correct? 

The  PRESIDING  OFFICER.  The 
question  is  debatable. 

Mr.  DOLE.  Mr.  President,  I  assimie 
the  Senator  from  Connecticut  wishes 
a  record  vote  on  that? 

Mr.  WEICKER.  I  have  not  asked  for 
a  record  vote  because  all  of  lis  realize, 
leadership  included,  we  are  all  now 
just  looking  at  the  bill.  There  is  no 
point  that  the  point  I  have  raised 
cannot  be  remedied.  If  it  can  be  reme- 
died, that  is  fine. 

Mr.  DOLE.  It  needs  to  be  remedied. 

Mr.  WEICKER.  With  all  deference 
to  the  distinguished  Senator  from 
Kansas,  I  think  it  has  to  be  remedied. 
In  other  words,  I  do  not  want  to  lock 
us  into  a  vote. 

I  want  to  reiterate  the  point  I  made 
earlier.  There  is  no  question  in  my 
mind  we  are  going  to  have  a  drug  bill, 
but  a  very  serious  defect  is  the  one 
that  I  raise  as  a  point  of  order.  I  do 
not  care  to  go  ahead  and  either  pro- 
long debate  or  in  any  way  raise  a  road- 
block, except  that  we  go  ahead  and 
make  it  constitutionally  proper.  If 
that  can  be  done  as  an  accommodation 
among  all  the  parties,  fine.  If  it  re- 
quires a  rollcall.  we  are  going  to  do  it. 
As  I  said  before.  I  will  be  guided  by 
the  leadership  on  this  matter. 

Mr.  DOLE.  The  Senator  has  made 
his  point  and  I  do  not  have  any  quar- 
rel with  it.  I  wonder  if  the  Senator 
would  be  willing  to  withdraw  it  and 
offer  it  the  first  thing  tomorrow  morn- 
ing. 

Mr.  WEICKER.  Absolutely.  I  will  do 
that,  as  long  as  I  have  the  assiu-ance  I 
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can  make 
morning. 

The  PRESIDING  OFFICER.  Is  the 
Senator  withdrawing  his  point  of 
order? 

Mr.  WEICKER.  Mr.  President,  just 
by  way  of  explanation,  it  will  be  my  in- 
tention to  withdraw  and,  quite  frank- 
ly, as  far  as  I  am  concerned,  if  more  of 
my  colleagues  would  operate  on  this 
basis  I  think  more  bills  would  move 
through  faster.  I  think  the  majority 
leader  has  announced  his  good  inten- 
tion. I  am  not  asking  for  unanimous 
consent  or  anything  of  that  nature. 
His  word  is  good  enough  for  me  and  I 
withdraw  my  point  of  order. 

The  PRESIDING  OFFICER.  The 
Senator  has  that  right. 

Mr.  DOLE.  I  thank  the  distin- 
guished Senator  from  Connecticut.  I 
would  indicate  this  is  a  250-page  bill.  I 
will  not  make  a  statement  on  it,  but  it 
does  deserve  serious  consideration  by 
every  Member.  If  we  can  work  out  the 
schedule  tomorrow,  I  would  hope  that 
Members  would  have  most  of  tomor- 
row just  to  study  it  and  take  a  look  at 
it.  There  will  be  a  number  of  amend- 
ments offered.  We  could  not  agree  on 
everything.  This  is  a  consensus  pack- 
age. We  could  agree  on  it  on  a  biparti- 
san basis.  There  will  be  other  very  con- 
troversial amendments,  I  assimie, 
coming  from  each  side.  We  at  least 
wanted  to  start  off  with  the  indication 
that  there  is  strong  bipartisan  sup- 
port. We  have  that  and  we  hope  we 
can  conclude  action  on  a  good  bill  very 
quickly. 

I  also  ask  unanimous  consent  that 
the  bill  be  printed  in  the  Record. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

(The  text  of  the  bill  was  printed  ear- 
lier in  today's  Record.) 


(The  nominations  received  today  are 
printed  at  the  end  of  the  Senate  pro- 
ceedings.) 


ROUTINE  MORNING  BUSINESS 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  there  now  be 
a  period  for  the  transaction  of  routine 
morning  business,  not  to  extend 
beyond  the  hour  of  8:45  p.m. 

THE  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


MESSAGES  FROM  THE 
PRESIDENT 

Messages  from  the  President  of  the 
United  States  were  communicated  to 
the  Senate  by  Mrs.  Emery,  one  of  his 
secretaries. 


EXECUTIVE  MESSAGES 
REFERRED 

As  in  executive  session,  the  Presid- 
ing Officer  laid  before  the  Senate  mes- 
sages from  the  President  of  the  United 
States  submitting  sundry  nominations, 
which  were  referred  to  the  appropri- 
ate committees. 


REPORT  WITH  RESPECT  TO  THE 
NATIONAL  EMERGENCY  IN 
SOUTH  AFRICA-MESSAGE 

PROM  THE  PRESIDENT-PM-173 
The  PRESIDING  OFFICER  laid 
before  the  Senate  the  following  mes- 
sage from  the  President  of  the  United 
States,  together  with  accompanying 
papers;  which  was  referred  to  the 
Committee  on  Banking,  Housing,  and 
Urban  Affairs: 
To  the  Congress  of  the  United  States: 

On  September  9,  1985,  in  Executive 
Order  12532,  I  declared  a  national 
emergency  to  deal  with  the  threat 
posed  by  the  policies  and  actions  of 
the  Government  of  South  Africa  to 
the  foreign  policy  and  economy  of  the 
United  States.  Those  actions  and  poli- 
cies continue  to  pose  an  unusual  and 
extraordinary  threat  to  the  foreign 
policy  and  economy  of  the  United 
States,  and  in  accordance  with  Section 
202(d)  of  the  National  Emergencies 
Act  (50  U.S.C.  1622(d)),  I  continued 
the  national  emergency  with  respect 
to  South  Africa  on  September  4,  1986. 
Pursuant  to  Section  204(c)  of  the 
International  Emergency  Economic 
Powers  Act  (50  U.S.C.  1703(c)),  I  am 
today  reporting  on  the  developments 
since  my  last  report  of  March  17.  1986. 
In  Executive  Order  12532, 1  prohibit- 
ed: (1)  the  making  or  approval  of  bank 
loans  to  the  South  African  Govern- 
ment, with  certain  narrow  exceptions; 
(2)  the  export  of  computers  and  relat- 
ed goods  and  technology  to  certain 
government  agencies  and  any  apart- 
heid-enforcing entity  of  the  South  Af- 
rican Government;  (3)  nuclear  exports 
to  South  Africa  and  related  transac- 
tions, with  certain  narrow  exceptions; 
(4)  the  import  into  the  United  States 
of  arms,  ammunition,  or  military  vehi- 
cles produced  in  South  Africa;  and  (5) 
the  extension  of  export  marketing 
support  to  U.S.  firms  employing  at 
least  twenty-five  persons  in  South 
Africa  that  do  not  adhere  to  certain 
fair  labor  standards. 

In  addition,  I  called  for  (6)  consulta- 
tions with  other  parties  to  the  General 
Agreement  on  Tariffs  and  Trade  with 
a  view  toward  adopting  a  prohibition 
on  the  import  of  Krugerrands;  (7)  the 
completion  of  a  report  on  the  feasibili- 
ty of  minting  U.S.  gold  coins;  (8)  an  in- 
crease in  the  amount  provided  for 
scholarships  in  South  Africa  to  victims 
of  apartheid  and  an  increase  in  the 
amount  allocated  for  South  Africa  in 
the  Human  Rights  Fund;  and  (9)  the 
establishment  of  an  Advisory  Commit- 
tee to  provide  recommendations  on 
measures  to  encourage  peaceful 
change  in  South  Africa. 

Executive  Order  12535  of  October  1, 
1985,  prohibited  the  importation  of 
the  South  African  Krugerrand  into 


the  United  States,  effective  October 
11,  1985  (50  Fed.  Reg.  40325,  Oct.  3, 
1985).  This  implemented  the  course  of 
action  contemplated  in  Executive 
Order  12532.  The  Office  of  Foreign 
Assets  Control  of  the  Department  of 
the  Treasury  issued  South  African 
Transactions  Regulations  on  October 
9.  1985  (50  Fed.  Reg.  41682.  Oct.  15, 
1985),  to  implement  the  Krugerrand 
ban.  There  have  been  no  changes  in 
these  regulations  in  the  past  six 
months. 

In  addition,  the  Bureau  of  Alcohol, 
Tobacco,  and  Firearms  of  the  Depart- 
ment of  the  Treasury  issued  regula- 
tions on  the  Importation  of  Articles  on 
the  United  States  Munitions  Import 
List  on  October  7,  1985,  implementing 
the  prohibition  of  certain  arms  Im- 
ports contained  in  Executive  Order 
12532  (50  Fed.  Reg.  42157,  Oct.  18, 
1985).  The  Department  of  State  Issued 
final  regulations  on  South  Africa  and 
Pair  Labor  Standards  on  December  23, 
1985,  implementing  the  fair  labor  pro- 
visions of  the  Order  (50  Fed.  Reg. 
53308,  Dec.  31,  1985).  The  Office  of 
Foreign  Assets  Control  of  the  Treas- 
ury Department  issued  South  African 
Transactions  Regulations  on  Novem- 
ber 6,  1985,  implementing  the  Order's 
bank  loan  prohibition  (50  Fed.  Reg. 
46726,  Nov.  12,  1985).  The  Internation- 
al Trade  Administration  of  the  De- 
partment of  Commerce  issued  Regula- 
tions on  Export  Controls  on  the  Re- 
public of  South  Africa  on  November 
14,  1985,  implementing  the  computer 
and  nuclear  export  prohibitions  in  the 
Executive  Order  (50  Fed.  Reg.  47363, 
Nov.  18,  1985).  With  the  exception  of 
some  minor  technical  amendments, 
there  have  been  no  changes  in  any  of 
these  regulations  in  the  past  six 
months. 

With  the  publication  of  a  notice  in 
the  Federal  Register,  the  Department 
of  State  established  the  Advisory 
Committee  on  South  Africa  on  Octo- 
ber 22.  1985  (50  Fed.  Reg.  42817,  Oct. 
22,  1985).  The  Committee  has  met  sev- 
eral times  since  and  shall  render  a 
report  to  the  Secretary  of  State  within 
one  year  of  its  first  meeting,  which 
was  held  on  January  29-30.  1986. 

The  Secretary  of  the  Treasury  sub- 
mitted a  report  on  the  feasibility  of 
minting  U.S.  gold  coins  on  November 
8.  1985.  On  December  17  of  that  year, 
I  signed  the  Gold  Bullion  Coin  Act  of 
1985  (Public  Law  99-185),  requiring 
the  minting  of  such  coins. 

The  expenses  incurred  by  the  Feder- 
al government  in  the  period  from  Sep- 
tember 9,  1985,  through  September  8, 
1986.  that  are  directly  attributable  to 
the  exercise  of  powers  and  authorities 
conferred  by  the  declaration  of  the  na- 
tional emergency  with  respect  to 
South  Africa  are  estimated  at 
$536,813.  of  which  approximately 
$404,230  represents  wage  and  salary 
costs  for  Federal  personnel  and  ap- 
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proximately  $132,583  represents  out- 
of-pocket  expenses.  Personnel  costs 
were  largely  centered  in  the  Depart- 
ment of  the  Treasury,  Department  of 
State,  Department  of  Commerce,  and 
Department  of  Energy. 

I  shall  continue  to  exercise  the 
powers  at  my  disposal  to  apply  the 
measures  contained  in  Executive 
Orders  12532  and  12535  as  long  as 
these  measures  9ie  appropriate  and 
will  report  periodically  to  the  Con- 
gress on  significant  developments  pur- 
suant to  Section  204(c)  of  the  Interna- 
tional   Ebiergency    Economic    Power 

Act. 

Ronald  Reagan. 
Thk   White  House.  September  25, 
1986. 


last  decade,  and  significant,  constant 
declines  in  rail  employment  levels  con- 
tinue to  deteriorate  rail  pension  assets. 
With  yet  another  financial  crisis 
threatening  the  pension  fund's  ability 
to  pay  railroad  retirees'  benefits,  the 
Administration  agrees  with  the 
Board's  chief  actuary.  Board  Chair- 
man Gielow,  and  Board  Member 
Chamberlain  that  measures  are 
needed  now  to  forestall  financing 
problems.  I  therefore  concur  with  Mr. 
Chamberlain  that  raising  rail  manage- 
ment pension  contributions  1.5%  on 
January  1,  1987,  is  a  prudent  course  to 
follow. 

Ronald  Reagan. 
The  White  House,  September  25,  1986. 


ANNUAL  REPORT  OP  THE  NA- 
TIONAL ADVISORY  COUNCIL 
ON  ADULT  EDUCATION-MES- 
SAGE PROM  THE  PRESIDENT- 
PM  174 

The  PRESIDING  OFFICER  laid 
before  the  Senate  the  following  mes- 
sage from  the  President  of  the  United 
States,  together  with  an  accompany- 
ing report;  which  was  referred  to  the 
Committee  on  Labor  and  Human  Re- 
sources: 

To  the  Congress  of  the  United  States: 

In  accordance  with  the  provisions  of 
Public  Law  91-230,  as  amended  (20 
U.S.C.  1209(d)),  I  herewith  transmit 
the  1985  annual  report  of  the  National 
Advisory  Council  on  Adult  Education. 

Ronald  Reagan. 
The  White  House,  September  25,  1986. 


ANNUAL  REPORT  OF  THE  COM- 
MODITY CREDIT  CORPORA- 
TION—MESSAGE FROM  THE 
PRESIDENT-PM  176 

The  PRESIDING  OFFICER  laid 
before  the  Senate  the  following  mes- 
sage from  the  President  of  the  United 
States,  together  with  an  accompany- 
ing report;  which  was  referred  to  the 
Committee  on  Agriculture,  Nutrition, 
and  Forestry: 

To  the  Congress  of  the  United  States: 

Pursuant  to  the  provisions  of  Sec- 
tion 13.  I»ublic  Law  806,  80th  Congress 
(15  U.S.C.  714k).  I  hereby  transmit  the 
report  of  the  Commodity  Credit  Cor- 
poration for  the  fiscal  year  ended  Sep- 
tember 30,  1985. 

Ronald  Reagan. 
The  White  House,  September  25,  1986. 


ANNUAL  REPORT  OF  THE  RAIL- 
ROAD RETIREMENT  BOARD- 
MESSAGE  FROM  THE  PRESI- 
DENT-PM 175 

The  PRESIDING  OFFICER  laid 
before  the  Senate  the  following  mes- 
sage from  the  President  of  the  United 
States,  together  with  an  accompany- 
ing report;  which  was  referred  to  the 
Committee  on  Labor  and  Human  Re- 
sources: 

To  the  Congress  of  the  United  States: 

I  hereby  submit  to  the  Congress  the 
Annual  Report  of  the  Railroad  Retire- 
ment Board  for  Fiscal  Year  1985.  pur- 
suant to  the  provisions  of  Section 
7(b)(6)  of  the  Railroad  Retirement 
Act.  enacted  October  16,  1974,  and 
Section  12(1)  of  the  Railroad  Unem- 
ployment Insurance  Act,  enacted  June 
25.  1938. 

The  Railroad  Retirement  Board's 
chief  actuary  informs  me  he  antici- 
pates cash-flow  problems  in  the  rail  in- 
dustry pension  fund,  and  states  that 
"an  upward  adjustment  in  financing 
can  no  longer  be  regarded  as  prema- 
ture." Refinancing  legislation  enacted 
in  1974.  1981.  and  1983  has  been  re- 
quired to  prevent  the  rail  pension  fund 
from  going  broke  three  times  in  the 


PRESIDENTIAL  APPROVALS 

A  message  from  the  President  of  the 
United  States  announced  that  on  Sep- 
tember 23,  1986,  he  had  approved  and 
signed  the  following  enrolled  bill: 

S.  2462.  An  act  to  provide  for  the  award- 
ing of  a  special  gold  medal  to  Aaron  Cop- 
land. 


MESSAGES  FROM  THE  HOUSE 

At  4:40  p.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
announced  that  the  Speaker  has 
signed  the  following  enrolled  joint  res- 
olution: 

S.J.  Res.  159.  Joint  Resolution  to  desig- 
nate the  rose  as  the  national  floral  emblem. 

The  enrolled  joint  resolution  was 
subsequently  signed  by  the  President 
pro  tempore  [Mr.  Thurmond]. 

At  6:42  p.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
announced  that  the  House  passed  the 
following  bills,  without  amendment: 

S.  1542.  An  act  to  amend  the  National 
Trails  System  Act  by  designating  the  Nez 
Perce  (Nee-Me-Poo)  Trail  as  a  component  of 
the  National  Trails  System;  and 

S.  1766.  An  act  to  designate  the  Cumber- 
land terminus  of  the  Chesapeake  and  Ohio 


Canal  National  Historical  Park  in  honor  of 
J.  Glenn  Beall,  Sr. 

The  message  also  announced  that 
the  House  agrees  to  the  report  of  the 
committee  of  conference  on  the  dis- 
agreeing votes  of  the  two  Houses  on 
the  amendment  of  the  Senate  to  the 
bill  (H.R.  3838)  to  reform  the  internal 
revenue  laws  of  the  United  States. 

The  message  further  announced 
that  the  House  has  passed  the  follow- 
ing bill,  with  amendments,  in  which  it 
requests  the  concurrence  of  the 
Senate: 

S.  1917.  An  act  to  amend  the  Foreign  As- 
sistance Act  of  1961  to  provide  assistance  to 
promote  immunization  and  oral  rehydra- 
tion, and  for  other  purposes. 

The  message  also  announced  that 
the  House  disagrees  to  the  amendment 
of  the  Senate  to  the  bill  (H.R.  4759)  to 
authorize  appropriations  for  fiscal 
year  1987  for  intelligence  and  intelli- 
gence-related activities  of  the  United 
States  Government,  the  Intelligence 
Community  Staff,  and  the  Central  In- 
telligence Agency  Retirement  and  Dis- 
ability System,  and  ior  other  purposes; 
it  agrees  to  the  conference  asked  by 
the  Senate  on  the  disagreeing  votes  of 
the  two  Houses  thereon,  and  appoints 
the  following  as  managers  of  the  con- 
ference on  the  part  of  the  House: 

Mr.  Hamilton,  Mr.  Stokes,  Mr. 
McCuRDY,  Mr.  Beilenson,  Mr.  Kas- 
tenmeier,  Mr.  Daniel,  Mr.  Roe,  Mr. 
Brown  of  California,  Mr.  McHugh, 
Mr.  DwYER  of  New  Jersey,  Mr.  Stump, 
Mr.  Ireland,  Mr.  Hyde,  Mr.  Cheney, 
Mr.  Livingston,  and  Mr.  McEwen. 

For  consideration  of  matters  within 
the  jurisdiction  of  the  Committee  on 
Armed  Services  under  clause  1(c)  of 
House  rule  X:  Mr.  Aspin,  Mr.  Strat- 
TON,  and  Mr.  Dickinson. 

For  consideration  of  matters  within 
the  jurisdiction  of  the  Committee  on 
Post  Office  and  Civil  Service  under 
clause  1(0)  of  rule  X:  Mr.  Ford  of 
Michigan,  Mrs.  Schroeder,  Ms.  Oakar, 
Mr.  HoRTON,  and  Mr.  Young  of  Alaska. 

The  message  further  announced 
that  the  House  has  passed  the  follow- 
ing bills,  in  which  it  requests  the  con- 
currence of  the  Senate: 

H.R.  4033.  An  act  to  amend  title  5.  United 
States  Code,  to  strengthen  the  protections 
available  to  Federal  employees  against  pro- 
hibited personnel  practices,  and  for  other 
purposes; 

H.R.  4302.  An  act  to  establish  a  commis- 
sion for  the  purpose  of  encouraging  and 
providing  for  the  conunemoration  of  the 
centennial  of  the  birth  of  President  Dwight 
David  Eisenhower;  and 

H.R.  4900.  An  act  to  provide  for  the 
proper  administration  of  justice  within  the 
boundaries  of  the  Salt  River  Pima-Maricopa 
Indian  Community. 

The  message  further  annoimced 
that  the  House  has  agreed  to  the  fol- 
lowing concurrent  resolution; 

H.  Con.  Res.  395.  Concurrent  resolution  to 
correct  technical  errors  in  the  enrollment  of 
the  bUl  H.R.  3838. 
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MEASURES  REFERRED 

The  following  bill  was  read  the  first 
and  second  times  by  unanimous  con- 
sent, and  referred  as  indicated: 

H.R.  4900.  An  act  to  provide  for  the 
proper  administration  of  justice  within  the 
boundaries  of  the  Salt  River  PimaMarlcopa 
Indian  Community;  to  the  Select  Commit- 
tee on  Indian  Affairs. 


REPORTS  OP  COMMITTEES 

The  following  reports  of  committees 
were  submitted: 

By  Mr.  LAXALT  (for  Mr.  Garn),  from  the 
Committee  on  Appropriations,  with  amend- 
ments: 

H.R.  5313:  A  bill  making  appropriations 
for  the  Department  of  Housing  and  Urban 
Development,  and  for  sundry  independent 
agencies  and  offices,  for  the  fiscal  year 
ending  September  30,  1987,  and  for  other 
purposes  (Rept.  No.  99-487). 

By  Mr.  McCLURE,  from  the  Committee 
on  Energy  and  Natural  Resources,  with  an 
amendment  in  the  nature  of  a  substitute: 

S.  1374:  A  bill  to  establish  the  Blackstone 
River  Valley  National  Herftage  Corridor  in 
Massachusetts  and  Rhode  Island  (Rept.  No. 
99-488). 

By  Mr.  ROTH,  from  the  Committee  on 
Governmental  Affairs,  with  an  amendment 
in  the  nature  of  a  substitute  and  an  amend- 
ment to  the  title: 

S.  1620:  A  bill  to  amend  title  XVIII  of  the 
Social  Security  Act  to  establish  the  National 
Council  on  Access  to  Health  Care,  and  for 
other  purposes  (Rept.  No.  99-489). 

By  Mr.  ANDREWS,  from  the  Select  Com- 
mittee on  Indian  Affairs,  without  amend- 
ment: 

H.R.  1426:  A  bill  to  reauthorize  and  amend 
the  Indian  Health  Care  Improvement  Act, 
and  for  other  purposes. 

By  Mr.  McCLURE.  from  the  Committee 
on  Energy  and  Natural  Resources,  without 
amendment: 

S.  740:  A  bill  to  extend  until  October  1. 
1995,  the  authority  for  appropriations  to 
promote  the  conservation  of  migratory  wa- 
terfowl and  to  offset  or  prevent  the  serious 
loss  of  wetlands  and  other  essential  habitat, 
and  for  other  purposes. 

By  Mr.  ROTH,  from  the  Committee  on 
Governmental  Affairs,  with  an  amendment 
and  an  amendment  to  the  title: 

S.  2551:  A  bill  to  create  a  National  Center 
on  Youth  Suicide  under  the  Office  of  Jus- 
tice Programs  in  the  Department  of  Justice. 


INTRODUCTION  OF  BILLS  AND 
JOINT  RESOLUTIONS 

The  following  bills  and  joint  resolu- 
tions were  introduced,  read  the  first 
and  second  time  by  unanimous  con- 
sent, and  referred  as  indicated: 
By  Mr.  INOUYE: 

S.  2876.  A  bill  to  amend  title  37,  United 
States  Code,  to  provide  for  special  pay  for 
phychologists  in  the  commissioned  corps  of 
the  Public  Health  Service;  to  the  Committee 
on  Governmental  Affairs. 
By  Mr.  CRANSTON: 

S.  2877.  A  bill  to  amend  section  312(c)  of 
the  Federal  Aviation  Act  to  1958,  relating  to 
research  and  development,  to  require  the 
Secretary  of  Transportation  to  assure  the 
development  of  a  collision  avoidance  system 
for  use  on  all  civil  and  military  aircraft  of 
the  United  States  in   the  interest  of  air 


safety;  to  the  Committee  on  Commerce,  Sci- 
ence, and  Transportation. 

By  Mr.  DOLE  (for  himself,  Mr.  Byrd, 

Mr.    Thurmond,    Mr.    Biden,    Mrs. 

Hawkins,  Mr.  Chiles,  Mr.  Wilson, 

Mr.    DeConcini,    Mr.    Hatch,    Mr. 

Cranston,  Mr.  Gramm,  Mr.  Moyni- 

HAN,   Mr.   Specter,   Mr.   Dodd,   Mr. 

Trible,  Mr.  Leahy,  Mr.  Denton,  Mr. 

Mitchell,  Mr.  Abdnor,  Mr.  Nunn, 

Mr.  Rockefeller,  Mr.  Sasser,  and 

Mr.  Dixon): 
S.  2878.  A  bill  to  strengthen  the  laws 
against  illegal  drugs,  and  for  other  pur- 
poses; read  the  first  time. 
By  Mr.  MOYNIHAN: 
S.  2879.  A  bill  to  amend  part  A  of  title  IV 
of  the  Social  Security  Act  to  reduce  the 
need  for  emergency  assistance  payments  to 
provide  temporary  housing  for  destitute 
families  and  homeless  AFDC  families  and 
the  expense  of  such  payments,  by  authoriz- 
ing grants  to  States  for  the  construction  or 
rehabilitation  of  permanent  housing  that 
such  families  can  afford  with  their  regular 
AFDC  payments;  to  the  Committee  on  Fi- 
nance. 

By  Mr.  BYRD  (for  Mr.  Inouye  (for 

himself  and  Mr.  Matsunaga)): 
S.  2880.  A  bill  to  provide  a  temporary  ex- 
tension of  the  interstate  transfer  deadline 
for  H-3;  ordered  held  at  the  desk. 


STATEMENTS  OF  INTRODUCED 
BILLS  AND  JOINT  RESOLUTIONS 

By  Mr.  INOUYE: 
S.  2876.  A  bill  to  amend  title  37, 
United  States  Code,  to  provide  for  spe- 
cial pay  for  psychologists  in  the  com- 
missioned corps  of  the  Public  Health 
Service;  to  the  Committee  on  Govern- 
mental Affairs. 

SPECIAL  PAY  FOR  CERTAIN  PSYCHOLOGISTS  IN 
THE  COMMISSIONED  CORPS  OF  THE  PUBLIC 
HEALTH  SERVICE 

•  Mr.  INOUYE.  Mr.  President.  I  am 
introducing  legislation  today  to  amend 
the  U.S.  Public  Health  Service  Act  to 
provide  those  psychologists  who  are  in 
the  Public  Health  Service  Regular  or 
Reserve  Corps  with  the  same  board- 
certification/specialty  designation  pay 
bonus  as  their  physician  colleagues 
presently  receive. 

It  is  my  understanding  that  there 
are  approximately  24  psychologists  in 
the  U.S.  Public  Health  Service  and, 
further,  that  two  of  these  individuals 
have  received  their  board  certification 
from  the  American  Board  of  Profes- 
sional Psychology. 

In  my  judgment,  it  would  be  most 
appropriate  for  the  Federal  Govern- 
ment to  encourage  excellence  within 
the  ranks  of  those  who  provide  care  to 
Federal  beneficiaries.  Further,  from  a 
public  policy  frame  of  reference,  it  is 
important  that  each  of  the  disciplines 
be  treated  in  a  comparable  manner. 

Mr.  President,  I  request  unanimous 
consent  that  a  letter  I  recently  re- 
ceived from  Dr.  Robert  Windom,  As- 
sistant Secretary  for  Health,  U.S.  De- 
partment of  Health  and  Human  Serv- 
ices, describing  the  extent  to  which 
our  Nation's  physicians  currently  re- 
ceive this  pay  bonus,  be  printed  in  the 
Record  along  with  the  text  of  the  bill. 


There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2876 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  (a) 
chapter  5  of  title  37,  United  SUtes  Code,  is 
amended  by  inserting  after  section  302b  the 
following  new  section: 

"§302e.  Special  p«y:  psychologiaU  in  the  Public 
Hemlth  Service  Corps 

"(a)  A  member  who  is— 

"(1)  an  officer  in  the  Regular  or  Reserve 
Corps  of  the  Public  Health  Service  and  is 
designated  as  a  psychologist;  and 

"(2)  has  been  awarded  a  diploma  as  a  Dip- 
lomate  in  Psychology  by  the  American 
Board  of  Professional  Psychology, 

is  entitled  to  special  pay,  as  provided  in  sub- 
section (b). 

"(b)  The  rate  of  special  pay  to  which  an 
officer  is  entitled  pursuant  to  subsection  (a) 
shall  be— 

"(1)  $2,000  per  year,  If  the  ^officer  has  less 
than  10  years  of  creditable  service; 

"(2)  $2,500  per  year.  If  the  officer  has  at 
least  10  but  less  than  12  years  of  creditable 
service; 

"(3)  $3,000  per  year,  if  the  officer  has  at 
least  12  but  less  than  14  years  of  creditable 
service: 

"(4)  $4,000  per  year.  If  the  officer  has  at 
least  14  but  less  than  18  years  of  creditable 
service;  or 

••(5)  $5,000  per  year,  if  the  officer  has  18 
or  more  years  of  creditable  service.". 

(b)(1)  Section  303a  of  title  37,  United 
States  Code,  is  amended  by  inserting  ■'302c," 
after  '•302b,"  each  place  it  appears. 

(2)  The  Uble  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  inserting 
after  the  item  relating  to  section  302b  the 
following  new  Item: 

"302c.  Special  pay:  psychologists  in  the 
Public  Health  Service  Corps. '. 
(c)  Effective  Date.— The  amendments 
made  by  this  section  shall  take  effect  on  Oc- 
tober 1.  1986.  or  on  the  date  of  the  enact- 
ment of  this  Act,  whichever  is  later,  and 
shall  apply  with  respect  to  pay  periods  be- 
ginning on  or  after  that  effective  date. 

Department  of  Health  and  Hitman 
Services,  Public  Health  Serv- 
ice. 

Washington  DC,  August  12.  1986. 
Hon.  Daniel  K.  Inoitye, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Inouye:  This  Is  in  response 
to  your  letter  of  July  22  requesting  informa- 
tion about  Board  Certified  Pay  (BCP)  paid 
to  medical  officers  of  the  Commissioned 
Corps  of  the  Public  Health  Service  (PHS). 

Pursuant  to  42  U.S.C.  210(a)(2)  commis- 
sioned medical  and  dental  officers  on  active 
duty  in  the  PHS  Commissioned  Corps  are 
authorized  special  pay  In  the  same  amounts 
as.  and  under  the  same  terms  and  conditions 
which  apply  to,  special  pay  paid  to  commis- 
sioned medical  and  dental  officers  of  the 
Armed  Forces  under  chapter  5  of  title  37. 
United  States  Code.  Medical  officers  of  the 
Armed  Forces  are  authorized  BCP  pursuant 
to  37  U.S.C.  302(a)(5).  The  amount  of  BCP 
ranges  from  $2,000  per  year  to  $5,000  per 
year,  depending  on  the  number  of  years  of 
creditable  service  of  the  officer  concerned. 

Our  records  show  that  during  Fiscal  Year 
1983.  1,182  out  of  2,259  medical  officers  were 
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paid  BCP;  during  Fiscal  Year  1984. 1.121  out 
of  2.127  medical  officers  were  paid  BCP; 
during  Fiscal  Year  1985.  1.060  out  of  1,961 
medical  officers  were  paid  BCP:  and  thus 
far  In  Fiscal  Year  1986,  1,078  out  of  1.841 
medical  officers  have  received  BCP. 

Dental  officers  in  the  PHS  Commissioned 
Corpe  are  also  eligible  for  BCP  pursuant  to 
42  U.S.C.  210(aK2)  and  37  U.S.C.  302b(aK5). 
The  amount  of  BCP  in  dental  officers 
ranges  from  $2,000  per  year  to  $4,000  per 
year,  depending  on  the  amount  of  creditable 
service  of  the  officer  concerned.  Ciurently 
there  are  32  out  of  580  active  duty  dental  of- 
ncers  receiving  BCP  in  the  PHS  Commis- 
sioned Corps. 

No  other  category  of  officers  in  the  PHS 
Commissioned  Corps  is  eligible  for  BCP. 
Sincerely  yours. 

Robert  E.  Wikdom.  M.D., 
Atsiatant  Secretary  for  HeaXth.m 


By  Mr.  CRANSTON: 
S.  2877.  A  bill  to  amend  section 
312(c)  of  the  Federal  Aviation  Act  of 
1958,  relating  to  research  and  develop- 
ment, to  require  the  Secretary  of 
Transportation  to  assure  the  develop- 
ment of  a  collision  avoidance  system 
for  use  on  all  civil  and  military  air- 
craft of  the  United  States  in  the  inter- 
est of  air  safety;  to  the  Committee  on 
Commerce,  Science,  and  Transporta- 
tion. 

DEVELOPMENT  OF  COLLISION  AVOIDANCE 
SYSTEMS  FOR  AIRCRAFT 

Mr.  CRANSTON.  Mr.  President,  the 
city  of  Cerritos.  CA  has  forwarded  to 
my  office  a  copy  of  a  moving  and  elo- 
quent indictment  of  the  Federal  Avia- 
tion Administration's  prolonged  avoid- 
ance of  deciding  to  issue  a  rule  to  re- 
quire altitude  encoded  transponder 
equipment  on  all  light  aircraft,  par- 
ticularly aircraft  entering  terminal 
control  areas. 

Cerritos  suffered  a  terrible  tragedy 
when  an  Aeromexico  jet  and  a  light 
aircraft  collided  over  the  city  on  Sep- 
tember 2. 

The  Cerritos  tragedy  is  the  third 
midair  collision  over  California  in 
recent  years.  This  time  we  must  accept 
the  lesson  that  heavy  commercial  jet 
traffic  and  light  private  aircraft 
simply  do  not  mix  safely  without  alti- 
tude encoded  transponders  or  some 
onboard  or  air-to-ground  collision 
avoidance  system.  If  such  equipment  is 
found  by  experts  not  to  be  an  answer 
then  another  answer  must  be  found— 
at  once.  Among  the  answers  we  must 
consider  promptly  are: 

Equipping  the  FAA  with  sufficient 
computer  capacity  to  handle  the  traf- 
fic encountered  at  congested  airports. 

Adding  increased  numbers  of  air 
traffic  controllers. 

Rehiring  controllers  fired  in  1981  on 
a  selective  basis  if  that  is  necessary  to 
bring  the  FAA's  strength  up  to  the 
level  required  to  keep  our  airways 
safe. 

Imposing  temporary  restrictions  on 
air  traffic  at  crowded  airports  until 
the  FAA  can  install  equipment  and 
personnel  necessary  to  do  its  job. 


The  innocent  traveling  public,  flight 
personnel  aboard  commercial  planes, 
pilots  on  private  planes  and  those  who 
accompany  them,  and  the  residents 
living  in  areas  of  heavy  air  traffic 
must  no  long  carry  the  risks  resulting 
from  the  failures  of  the  Federal  Avia- 
tion Agency  and  Congress  to  act  deci- 
sively to  stop  avoidable  midair  colli- 
sions between  commercial  jets  and 
light  privately  operated  aircraft. 

I  am  encouraged,  therefore,  by  re- 
ports that  FAA  Administrator  Donald 
Engen  may  reconsider  the  position  of 
the  FAA  against  requiring  altitude  en- 
coded transponders  on  all  aircraft  en- 
tering terminal  control  areas. 

I  encourage  all  segments  of  the  avia- 
tion industry  and  the  general  public  to 
participate  in  solving  the  critical  need 
for  collision  avoidance  systems.  The 
starting  point  must  be  to  avoid  midair 
collisions.  All  parties  share  a  common 
interest  in  achieving  this  objective. 

The  resolution  adopted  by  the  Cerri- 
tos City  Council  asks  for  support  for 
H.R.  3805,  introduced  in  December 
1985  in  the  House  of  Representatives 
by  Congressman  Bob  Dornan.  The  bill 
requires  the  FAA  to  promulgate  stand- 
ards for  an  airborne  collision  avoid- 
ance system  within  1  year  of  enact- 
ment. I  send  to  the  desk  a  copy  of  the 
bill  and  ask  for  its  appropriate  refer- 
ral. 

I  ask  unanimous  consent  that  the 
text  of  the  bill  and  the  motion  adopt- 
ed by  the  city  council  of  the  city  of 
Cerritos  on  September  18,  be  printed 
in  the  Record. 

There  l)eing  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2877 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United   States    of 
America  in  Congress  assembled. 

Sec.  2.  Section  312(c)  of  the  Federal  Avia- 
tion Act  of  1958  (49  U.S.C.  1353(c)).  which 
relates  to  research  and  development,  is 
amended  by  inserting  "(1)"  immediately 
after  '(c)"  and  by  adding  at  the  end  thereof 
the  following  new  paragraph: 

■•(2)  In  carrying  out  his  functions,  powers, 
and  duties  under  this  section  pertaining  to 
aviation  safety,  the  Secretary  of  Transpor- 
tation shall  coordinate  and  taite  whatever 
steps  necessary  (including  research  and  de- 
velopment) to  promulgate  standards  for  an 
airborne  collision  avoidance  system  for  all 
United  States  aircraft,  civil  and  military,  to 
improve  aviation  safety.  The  Secretary  of 
Transportation  shall  promulgate  such 
standards  within  one  year  after  the  'date  of 
enactment  of  this  Act.  Such  standards  shall 
require  that  such  collision  avoidance  system 
be  designed— 

•■(A)  to  give  aircraft  pilots  clear  and  unam- 
biguous instructions  concerning  maneuvers 
to  be  undertalcen  or  avoided  to  prevent  a 
mid-flight  collision  with  other  aircraft; 

"(B)  to  be  totally  independent  of  any 
ground-based  equipment  and  ground  sta- 
tions and  able  to  fiuiction  in  any  remote  or 
other  area  without  the  need  for  communica- 
tion with  ground-based  equipment; 

"(C)  to  permit  modification  of  the  per- 
formance of  such  system  by  the  pilot  in 
command  of  the  aircraft  in  which  such 


system  is  installed  at  the  option  of  such 
pilot; 

"(D)  to  prevent  the  functions  of  such 
system  being  modified  in  any  way  by  signals 
sent  from  any  ground-based  system  or 
equipment; 

"(E)  so  that  such  system  can  be  manufac- 
tured and  sold  at  a  cost  which  the  Secretary 
of  Transportation  determines  is  sufficiently 
reasonable  so  that  its  use  on  all  such  air- 
craft would  not  impose  an  unreasonable 
burden  on  air  carriers  and  other  owners  and 
operators  of  aircraft; 

"(F)  so  that  it  shall  not  be  incompatible 
with  the  air  traffic  control  system;  and 

"(G)  so  that  it  shall  be  adequate  to  pro- 
tect a  small  aircraft  from  a  similarly 
equipped  small  private  or  military  aircraft." 

Motion  Adopted  by  City  of  Cerritos  City 
Council,  September  18,  1986 

History  does  repeat  itself.  It  is  also  true 
that  we  are  doomed  to  repeat  our  mistakes 
if  we  do  not  learn  from  them. 

Time  and  the  cruelties  of  chance  selected 
Cerritos  to  drive  home  those  two  truths.  Be- 
cause the  aviation  industry— and  the 
public— failed  to  learn  from  the  mid-air  col- 
lision above  the  City  of  Whittier  in  1975  and 
again  in  1978  in  San  Diego,  history  has  once 
again  repeated  itself.  In  each  case,  altimeter 
encoded  transponders  that  would  have 
made  the  light  planes  and  their  altitudes 
visible  to  radar  were  not  in  use.  As  a  result, 
we  in  Cerritos  are  left  with  immeasurable 
loss  and  grief. 

In  1975,  and  again  in  1978  following  the 
mid-air  collision  of  a  PSA  airliner  and  a 
light  plane,  many  levels  of  aviation  interests 
unleashed  an  avalanche  of  responses;  much 
of  it  designed  to  disarm  the  public  below: 

Our  aviation  system  is  too  complicated  to 
be  understood  by  laymen,  they  said. 

It  isn't  necessary  for  radar  to  detect  all 
aircraft  because  TCA's  (terminal  control 
areas)  established  by  the  FAA  will  keep 
commercial  and  private  aircraft  separated 
from  each  other,  the  experts  said. 

The  public  was  told  3-D  type  radar  used 
by  the  military  to  track  uncooperative  air- 
craft would  be  in  airport  service  In  a  few 
years. 

We  were  also  told  that  altitude  encoding 
transponders  on  all  aircraft  would  flood 
radar  screens  and  prevent  traffic  controllers 
from  doing  their  job. 

Those  things  were  said  10  years  ago.  They 
are  being  said  again  today.  It  is  time  for 
sleight-of-mouth  assurances  to  stop  and 
meaningful  action  to  BEGIN,  it  is  time  for 
those  altitude  enconding  transponders  to  be 
required  on  ALL  planes  flying  in  metropoli- 
tan areas.  The  Federal  Aviation  Trust  Fund 
has  amassed  over  $8  billion  which  could  be 
used  to  help  Implement  such  action.  The 
fund  was  created  to  assist  aviation  safety  by 
levying  an  $8  charge  on  each  airline  ticket 
purchased. 

While  this  City  Council  does  not  have  the 
authority  to  act  directly,  it  does  have  the 
authority  of  the  people  to  demand  action. 
We  have  the  authority— and  the  responsibil- 
ity—to demand  and  keep  demanding  until 
Congress  and  the  Federal  Aviation  Adminis- 
tration take  action. 

I,  therefore,  move  that  the  Cerritos  City 
Council: 

(1)  Go  on  record  in  support  of  requiring 
that  all  general  aviation  aircraft  flying  In 
metropolitan  areas  be  equipped  with  opera- 
ble altimeter  encoded  transponders  and, 
that  all  local  control  towers  be  empowered 
to  deny  permission  for  takeoffs  or  landings 
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when  local  traffic  is  so  great  as  to  overbur- 
den the  existing  radar's  ability  to  manage 
the  airspace: 

(2)  Inform  each  Member  of  the  California 
Congressional  delegation  and  our  U.S.  Sena- 
tors of  our  position  on  this  issue: 

(3)  Direct  the  City  Manager  and  City  At- 
torney to  keep  the  Council  apprised  of  all 
Federal  actions  on  this  and  other  areas  of 
aviation  safety  in  a  timely  and  regular  basis, 
which  should  include  recommendations  for 
further  Council  action  as  needed; 

(4)  Indicate  support  for  H.R.  3905  requir- 
ing that  the  Secretary  of  Transportation  de- 
velop standards  for  an  affordable  air  colli- 
sion avoidance  system:  and 

(5)  Indicate  support  for  increased  and  up- 
graded air  traffic  controllers. 


ADDITIONAL  COSPONSORS 

S.    14S6 

At  the  request  of  Mr.  Lautenberg, 
the  names  of  the  Senator  from  Geor- 
gia [Mr.  Mattingly],  and  the  Senator 
from  West  Virginia  [Mr.  Rockefeller] 
were  added  as  cosponsors  of  S.  1456,  a 
bill  to  recognize  the  Army  and  Navy 
Union  of  the  United  States  of  Amer- 
ica. 

S.    1747 

At  the  request  of  Mr.  Roth,  the 
name  of  the  Senator  from  Arkansas 
[Mr.  Pryor]  was  added  as  a  cosponsor 
of  S.  1747,  a  bill  to  amend  the  Foreign 
Assistance  Act  of  1961  to  protect  tropi- 
cal forests  in  developing  countries. 

S.   1748 

At  the  request  of  Mr.  Roth,  the 
name  of  the  Senator  from  Arkansas 
[Mr.  Pryor]  was  added  as  a  cosponsor 
of  S.  1748.  a  bill  to  amend  the  Foreign 
Assistance  Act  of  1961  to  protect  bio- 
logical diversity  in  developing  coun- 
tries. 

S.   2451 

At  the  request  of  Mr.  Melcher,  the 
name  of  the  Senator  from  South 
Dakota  [Mr.  Pressler]  was  added  as  a 
cosponsor  of  S.  2451,  a  bill  to  provide 
for  entry  into  the  United  States  of 
sugar  only  from  friendly  developing 
countries,  to  provide  for  entry  of  sugar 
from  the  Philippines  on  at  least  as  fa- 
vorable terms  as  sugar  from  any  other 
country,  and  for  other  purposes. 

S.   2588 

At  the  request  of  Mr.  Domenici,  the 
names  of  the  Senator  from  Oregon 
[Mr.  Packwood),  the  Senator  from 
Connecticut  [Mr.  Dodd],  and  the  Sen- 
ator from  Washington  [Mr.  Gorton] 
were  added  as  cosponsors  of  S.  2588,  a 
bill  to  provide  permanent  authoriza- 
tion for  White  House  Conferences  on 
Small  Business. 

S.  3637 

At  the  request  of  Mr.  Long,  the 
name  of  the  Senator  from  Alabama 
[Mr.  Denton]  was  added  as  a  cospon- 
sor of  S.  2637,  a  bill  relating  to  the  ap- 
plication of  the  drawback  provisions  of 
section  313  of  the  Tariff  Act  of  1930  to 
certain  imports  of  cane  sugar. 


S.   2781 

At  the  request  of  Mr.  Evans,  the 
names  of  the  Senator  from  Miimesota 
[Mr.  BoscHwiTz],  and  the  Senator 
from  Wisconsin  [Mr.  Kasten]  were 
added  as  cosponsors  of  S.  2781,  a  bill 
to  amend  the  Energy  Policy  and  Con- 
servation Act  with  respect  to  energy 
conservation  standards  for  appliances. 

S.    2845 

At  the  request  of  Mrs.  Kassebaum, 
the  names  of  the  Senator  from  Rhode 
Island  [Mr.  Chafee],  and  the  Senator 
from  South  Carolina  [Mr.  Rollings] 
were  added  as  cosponsors  of  S.  2845,  a 
bill  to  designate  the  Santa  Fe  Trail  as 
an  Historic  Trail  under  the  National 
Trails  System  Act. 

S.   28S0 

At  the  request  of  Mr.  Dole,  the 
name  of  the  Senator  from  Nevada 
[Mr.  Hecht]  was  added  as  a  cosponsor 
of  S.  2850,  a  bill  to  strengthen  and  im- 
prove the  enforcement  of  the  laws 
against  illegal  drugs,  and  for  other 
purposes. 

S.    2861 

At  the  request  of  Mr.  Grassley,  the 
names  of  the  Senator  from  Massachu- 
setts [Mr.  Kerry],  and  the  Senator 
from  Florida  [Mrs.  Hawkins]  were 
added  as  cosponsors  of  S.  2861,  a  bill 
to  provide  for  research,  education,  and 
information  dissemination  concerning 
Alzheimer's  disease  and  related  de- 
mentias. 

S.    2872 

At  the  request  of  Mrs.  Kassebadm, 
the  name  of  the  Senator  from  Georgia 
[Mr.  Mattingly]  was  added  as  a  co- 
sponsor  of  S.  2872,  a  bill  to  amend  the 
Federal  Insecticide,  Fungicide,  and  Ro- 
denticide  Act  to  permit  applicants  to 
file  abbreviated  applications  for  regis- 
tration of  pesticides  or  new  uses  of 
pesticides  under  certain  circumstances, 
and  for  other  purposes. 

SENATE  JOINT  RESOLUTION  390 

At  the  request  of  Mr.  Cranston,  the 
names  of  the  Senator  from  Alaska 
[Mr.  Stevens],  and  the  Senator  from 
Mississippi  [Mr.  Stennis]  were  added 
as  cosponsors  of  Senate  Joint  Resolu- 
tion 390,  a  joint  resolution  to  author- 
ize and  request  the  President  to  pro- 
claim the  week  of  November  23,  1986, 
to  November  30,  1986,  as  "American 
Indian  Week". 

SENATE  JOINT  RESOLUTION  396 

At  the  request  of  Mr.  Hatch,  the 
names  of  the  Senator  from  Texas  [Mr. 
Bentseh],  and  the  Senator  from  Ohio 
[Mr.  Metzenbaom]  were  added  as  co- 
sponsors  of  Senate  Joint  Resolution 
396,  a  joint  resolution  to  designate  the 
week  of  October  26,  1986,  through  No- 
vember 1,  1986,  as  "National  Adult  Im- 
munization Awareness  Week". 

SENATE  JOINT  RESOLUTION  407 

At  the  request  of  Mr.  Chiles,  the 
names  of  the  Senator  from  Virginia 
[Mr.  Warner],  and  the  Senator  from 
Pennsylvania  [Mr.  Heinz]  were  added 
as  cosponsors  of  Senate  Joint  Resolu- 


tion 407,  a  joint  resolution  designating 
November  12,  1986,  as  "Salute  to 
School  Volimteers  Day". 

SENATE  JOINT  RESOLUTION  410 

At  the  request  of  Mr.  Wilson,  the 
names  of  the  Senator  from  Mississippi 
[Mr.  Cochran],  the  Senator  from 
Rhode  Island  [Mr.  Chafee],  and  the 
Senator  from  Ohio  [Mi.  Metzenbaum], 
were  added  as  cosponsors  of  Senate 
Joint  Resolution  410,  a  joint  resolu- 
tion to  designate  the  period  commenc- 
ing February  9,  1987,  and  ending  Feb- 
ruary 15,  1987,  as  "National  Bum 
Awareness  Week". 

SENATE  JOINT  RESOLUTION  4  1  7 

At  the  request  of  Mr.  Nunn.  the 
names  of  the  Senator  from  Georgia 
[Mr.  Mattingly],  the  Senator  from 
Rhode  Island  [Mr.  Chafee],  the  Sena- 
tor from  Illinois  [Mr.  Simon],  the  Sen- 
ator from  Michigan  [Mr.  Levin],  the 
Senator  from  Mississippi  [Mr.  Sten- 
nis], the  Senator  from  Arkansas  [Mr. 
Pryor],  the  Senator  from  Arizona 
[Mr.  Goldwater],  the  Senator  from 
Oklahoma  [Mr.  Boren],  the  Senator 
from  Nebaska  [Mr.  Zorinsky],  the 
Senator  from  Utah  [Mr.  Garn],  the 
Senator  from  South  Carolina  [Mr. 
HoLLiNGs],  the  Senator  from  Illinois 
[Mr.  Dixon],  the  Senator  from  Minne- 
sota [Mr.  Boschwitz],  the  Senator 
from  Minnesota  [Mr.  Durenberger], 
and  the  Senator  from  Alabama  [Mr. 
Denton]  were  added  as  cosponsors  of 
Senate  Joint  Resolution  417,  a  joint 
resolution  designating  the  week  of 
January  25  through  January  31,  1987 
as  "National  Productivity  Improve- 
ment Week". 

SENATE  CONCURRENT  RESOLUTION  1  54 

At  the  request  of  Mr.  D'Amato.  the 
names  of  the  Senator  from  Wisconsin 
[Mr.  Proxmire],  and  the  Senator  from 
Arkansas  [Mr.  Bumpers],  were  added 
as  cosponsors  of  Senate  Concurrent 
Resolution  154,  a  concurrent  resolu- 
tion concerning  the  Soviet  Union's 
persecution  of  members  of  the  Ukrain- 
ian and  other  public  Helsinki  Monitor- 
ing Groups. 

SENATE  CONCURRENT  RESOLUTION  163 

At  the  request  of  Mr.  DeConcini, 
the  Senator  from  Maryland  [Mr.  Sar- 
BANES],  the  Senator  from  Kentucky 
[Mr.  Ford],  the  Senator  from  Illinois 
[Mr.  Dixon],  and  the  Senator  from  In- 
diana [Mr.  Quayle]  were  added  as  co- 
sponsors  of  Senate  Concurrent  Resolu- 
tion 163,  a  concurrent  resolution  ex- 
pressing the  sense  of  the  Congress 
that  the  total  number  of  Soviet  diplo- 
matic agents  and  consular  officers  in 
Washington,  DC,  and  San  Francisco 
should  be  reduced  to  equal  the  total 
number  of  American  diplomatic  agents 
and  consular  officers  in  Moscow  and 
Leningrad. 
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AMENDMENTS  SUBMITTED 


INDIAN  GAMING  REGULATORY 
ACT 


PELL  (AND  CHAFFEE) 
AMENDMENT  NO.  3029 

(Ordered  to  lie  on  the  table.) 

Mr.  PELL  (for  himself  and  Mr. 
Chatee)  submitted  an  amendment  in- 
tended to  be  proposed  by  them  to  the 
biU  (H.R.  1920)  to  esUblish  Federal 
standards  and  regulations  for  the  con- 
duct of  gaming  activities  on  Indian 
reservations  and  lands,  and  for  other 
purposes;  as  follows: 

At  the  end  of  section  4.  add  the  following 
new  subsection: 

Nothing  in  this  Act  may  be  construed  to 
permit  gaming  activities,  except  to  the 
extent  permitted  under  the  laws  of  the 
State  of  Rhode  Island  on  lands  acquired  by 
the  Narragansett  Indian  Tribe  under  the 
Rhode  Island  Indian  Claims  Settlement  Act 
(P.L.  95-395),  or  on  any  lands  held  by  or  on 
behalf  of  such  tribes. 

•  Mr.  CHAFEE.  Mr.  President,  I  am 
introducing  on  behalf  of  myself  and 
my  colleague,  the  junior  Senator  from 
Rhode  Island  [Mr.  Chafee]  an  amend- 
ment to  H.R.  1920,  the  Indian  Gaming 
Regulatory  Act.  I  ask  that  it  be  print- 
ed in  the  Record  and  held  at  the 
desk.* 


FUNDING  FLEXIBILITY 

Sec.  203.  Section  702(b)  of  the  Act  is 
amended— 

(1)  by  striking  out  paragraph  (3); 

(2)  in  paragraph  (4).  by  striking  out  the 
semicolon  and  everything  that  follows 
through  the  end  thereof  and  inserting  in 
lieu  thereof  a  period:  and 

(3)  by  redesignating  paragraphs  (4),  (5), 
(6).  and 

(7)  as  paragraphs  (3).  (4),  (5),  and  (6),  re- 
spectively, 

TECHNICAL  AMENDMENTS 

Sec  204.  (a)  Section  703(a)(13)  of  the  Act 
is  amended  by  striking  out  "areas  of  high 
concentrations  of  persons"  and  inserting  in 
lieu  thereof  "individuals". 

(b)  Section  721(b)  of  the  Act  is  amended— 

(1)  by  striking  out  the  paragraph  designa- 
tion "(I)"':  and 

(2)  by  redesignating  subparagraphs  (A) 
and  (B)  as  paragraphs  (I)  and  (2),  respec- 
tively. 

(c)  Section  721(f)(7)(C)  of  the  Act  is 
amended  by  striking  out  "and  with"  and  in- 
serting in  lieu  thereof  "with". 

(d)  Section  733  of  the  Act  is  amended  by 
striking  out  the  subsection  designation 
"(a)". 

effective  date 
Sec.  205.  The  amendments  made  by  this 
title  shall  take  effect  on  July  1,  1986. 


DROPOUT  PREVENTION  AND  RE- 
ENTRY DEMONSTRATION 
PROJECTS 


QUAYLE  AMENDMENT  NO.  3030 

(Ordered  to  lie  on  the  table.) 
Mr.  QUAYLE  submitted  an  amend- 
ment intended  to  be  proposed  by  him 
to  the  bUl  (H.R.  3042)  to  authorize  the 
Secretary  of  Education  to  make  grants 
to  local  educational  agencies  for  drop- 
out prevention  and  reentry  demonstra- 
tion projects;  as  follows: 
On  page  1  after  line  2.  insert: 
"TITLE  I-DROPOUT  PREVENTION 
AND  REENTRY  ACT  OP  1986 

Sec.  101.". 

At  the  end  of  the  bill,  add  the  following: 
TITLE  II-BIUNGUAL  EDUCATION 


Sec. 


SHORT  TITLE 

201.  This  title  may  be  cited  as  the 


"Bilingual  Education  Act  Amendments  of 
1986". 

PURPOSE 

Sec.  202.  Section  702(a)  of  the  Bilingual 
Education  Act  (20  U.S.C.  3221  et  seq.)  (here- 
after in  this  title  referred  to  as  the  "Act")  is 
amended— 

(1)  by  redesignating  clauses  (4)  through 
(14)  as  clauses  (5)  through  (15),  respectively; 
and 

(2)  by  adding  after  clause  (3)  the  following 
new  clause: 

"(4)  that,  regardless  of  the  method  of  in- 
struction, programs  which  serve  limited 
English  proficient  students  have  the  equally 
important  goals  of  developing  academic 
achievement  and  English  proficiency; '. 


the  Senate  on  Thursday,  September 
25,  1986,  in  order  to  conduct  a  hearing 
on  United  States-Japan  Auto  Parts 
Trade  Talks. 

The  PRESIDING  OFFICER,  With- 
out objection,  it  is  so  ordered. 


DEFENSE  PRODUCTION  ACT 
EXTENSION 


GARN  AMENDMENT  NO.  3031 

Mr.  DOLE  (for  Mr.  Garn)  proposed 
an  amendment  to  the  bill  (H.R.  5480) 
to  extend  the  expiration  date  of  the 
Defense  Production  Act  of  1950  and  to 
authorize  appropriations  for  purposes 
of  such  act;  as  follows: 

At  the  end  of  the  bill,  add  the  following: 

SEC.  5.  amendment  TO  EXPORT  ADMINISTRATION 
AMENDMENTS  ACT  OF  1985. 

Section  116(d)  of  the  Export  Administra- 
tion Amendments  Act  of  1985  is  amended  by 
striking  "October  1.  1986"  and  inserting  in 
lieu  thereof  "October  1.  1987". 


AUTHORITY  FOR  COMMITTEES 
TO  MEET 

SUBCOMMITTEE  ON  AGRICULTURAL  RESEARCH, 
CONSERVATION,  FORESTRY.  AND  GENERAL  LEG- 
ISLATION 

Mr.  KASTEN.  Mr.  President,  I  ask 
imanimous  consent  that  the  Subcom- 
mittee on  Agricultural  Research,  Con- 
servation, Forestry,  and  General  Legis- 
lation, of  the  Committee  on  Agricul- 
ture, be  authorized  to  meet  during  the 
session  of  the  Senate  on  Thursday, 
September  25,  1986,  in  order  to  con- 
duct a  hearing  to  address  S.  2685,  and 
S.  2782. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

SUBCOMMITTEE  ON  EMPLOYMENT  AND 
PRODUCTIVITY 

Mr.  KASTEN.  Mr.  President,  I  ask 
unanimous  consent  that  the  Subcom- 
mittee on  Employment  and  Productivi- 
ty, of  the  Committee  on  Labor,  be  au- 
thorized to  meet  during  the  session  of 


ADDITIONAL  STATEMENTS 


URGING  SENATE  APPROVAL  OF 
AID  TO  THE  PHILIPPINES 

•  Mr.  KENNEDY.  Mr.  President,  last 
Thursday,  the  House  voted  an  addi- 
tional $200  million  in  aid  to  the  Philip- 
pines. Yesterday,  President  Corazon 
Aquino  returned  home  to  the  Philip- 
pines after  an  extraordinary  9-day 
visit  to  the  United  States— without  a 
commitment  from  this  Senate  on  addi- 
tional aid  to  her  country.  It  is  high 
time  the  Senate  acted  on  the  House 
resolution  and  approved  this  much- 
needed  assistance  to  the  world's 
newest  democracy. 

Never  before  in  the  history  of  this 
Nation  have  the  American  people  dem- 
onstrated such  an  outpouring  of  sup- 
port for  a  visiting  foreign  leader.  Their 
enthusiasm  was  visible  everywhere,  in 
the  large  crowds,  in  the  press,  in  the 
sea  of  yellow  which  broke  out  across 
this  country  and  in  the  statements  of 
our  Nation's  leaders. 

At  the  conclusion  of  his  meeting 
with  President  Aquino,  President 
Reagan  declared  he  was  "bullish  on 
the  .Philippines"  and  promised  to  "do 
all  that  we  can"  to  make  her  govern- 
ment successful.  After  her  moving  and 
impressive  speech  before  Congress, 
Speaker  Tip  O'Neill  declared,  "That's 
the  finest  speech  I've  heard  in  my  34 
years  in  Congress,"  and  Majority 
Leader  Bob  Dole  declared  President 
Aquino  had  "hit  a  home  run."  In  her 
address  to  the  Congress,  President 
Aquino  demonstrated  that  she  is  a 
tough,  dedicated  leader  who  clearly 
understands  the  complex  and  difficult 
issues  facing  her  country.  The  House 
of  Representatives  has  moved  to  sup- 
port President  Aquino  and  the  Senate 
delay  on  that  measure  is  inexcusable— 
and  contrary  to  our  interests. 

Today,  we  hear  much  about  the 
need  to  cut  back  our  budget,  and  to 
reduce  our  national  deficit.  One  of  the 
first  targets  is  always  foreign  assist- 
ance. Yet  there  must  be  something 
terribly  wrong  with  this  Nation's  pri- 
orities if  we  can  find  $100  million  for 
the  Contras,  $300  million  for  a  Central 
American  slush  fund  and  $900  million 
for  an  antidrug  bill  but  not  $200  mil- 
lion for  one  of  America's  staunchest 
supporters  and  allies  that  is  struggling 
to  solidify  its  new-found  democracy. 
The  American  people  support  that  aid 
and  it  is  time  for  the  Senate  to  act  on 
it. 

The  path  of  liberty  is  never  easy. 
But    the    American    and    Philippine 
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people  have  a  long  history  of  joint 
dedication  to  the  cause  of  justice,  free- 
dom, and  democracy.  Our  two  peoples 
fought  side  by  side  for  our  fundamen- 
tal freedoms  a  generation  ago  in 
World  War  II— and  we  must  not  lose 
the  fight  for  those  freedoms  in  our 
own  generation. 

Millions— even  billions— of  peoples  in 
other  lands  live  under  tyranny  and  re- 
pression in  the  world  today— and  they 
have  never  known  the  blessings  of  de- 
mocracy. But  the  Philippine  people 
have.  They  know  what  it  means  to 
vote  in  free  elections,  to  live  in  free- 
dom, to  have  a  freely  chosen  govern- 
ment, to  have  a  President  who  shares 
their  cause. 

We  in  America  watched  in  awe  as 
Cory  Aquino  took  up  the  cause  of  free- 
dom for  which  her  husband  Ninoy 
died  and  rallied  her  people  against  the 
tyranny  and  oppression  of  the  Marcos 
regime.  We  watched  with  astonish- 
ment as  those  ripples  of  freedom  in 
the  Philippines  spread  from  brother  to 
brother,  sister  to  sister,  friend  to 
friend,  island  to  island.  And  we 
watched  in  admiration  as  the  tide  of 
people  power  swept  Marcos  from 
office  and  Cory  to  the  Presidency. 

But  the  time  has  come  for  the 
United  States  to  act.  The  Philippines 
must  now  begin  the  long  and  difficult 
task  of  rebuilding  a  country  ravaged 
for  two  decades  by  Marcos,  Imelda, 
and  their  cronies.  The  Philippine 
economy  is  in  shambles  and  still  con- 
tracting. The  heavy  debt  burden  of 
$26  billion  absorbs  $2  billion  a  year  in 
debt  service  alone— one  half  of  the 
country's  export  revenues.  The  in- 
fighting within  the  Government  con- 
tinues and  a  Moslem  leader  has  de- 
clared a  provisional  government.  The 
Communist  insurgency  has  rejected 
the  President's  offer  of  a  cease-fire 
and  remains  a  substantial  threat  to 
the  security  and  stability  of  not  only 
the  Philippines  but  also  the  important 
United  States  bases  in  that  country. 

The  United  States  is  committed  to 
preserving  and  promoting  democracy 
throughout  the  world;  President 
Aquino  and  the  Philippine  people 
have  achieved  an  unprecedented,  ex- 
traordinary democratic  victory.  They 
deserve  our  support,  they  need  our 
support,  and  it  is  in  our  interests  to 
provide  them  support. 

We  have  delayed  action  on  this  as- 
sistance for  far  too  long.  I  remind 
Members  of  this  body  that  it  is  not 
simply  the  forces  of  peace  and  democ- 
racy that  are  watching  our  lack  of 
SM;tion  on  this  measure— you  can  be 
sure  the  forces  of  instability  and  tyr- 
anny are  following  it  as  well. 

The  American  people  gave  President 
Aquino  the  warmest  welcome  ever  pro- 
vided a  visiting  head  of  State.  I  urge 
my  colleagues  to  reflect  their  wishes 
and  take  action  quickly  to  approve  the 
aid  package  to  the  people  of  the  Phil- 
ippines.* 


ABORTION  AND  INFORMED 
CONSENT:  HAWAII 

•  Mr.  HUMPHREY.  Mr.  President,  I 
want  to  echo  the  remarks  of  Lora  in 
this  letter  from  Hawaii:  "Why  is  there 
so  much  opposition  to  informed  con- 
sent on  abortion?  What  are  we  trying 
to  hide?"  Indeed,  what  is  being  hidden 
are  the  facts  about  "fetal  develop- 
ment, abortion  procedures,  physical, 
and  •  •  *  emotional  after  effects." 

Mr.  President,  Lora  wishes  to  reveal 
the  truth  about  the  effects  of  abor- 
tion. Abortion,  though  legal,  is  not 
safe,  and  women  need  to  be  informed 
so  that  their  consent  is  truly  given 
after  adequate  counseling. 

I  urge  my  colleagues  to  join  me  in 
asking  that  informed  consent  be  given 
to  women  before  an  abortion  is  per- 
formed on  her.  I  particularly  urge  my 
colleagues  from  Hawaii  to  listen  to 
their  constituent,  and  to  consider  the 
thousands  of  constituents  she  repre- 
sents who  suffer  in  silence. 

Mr.  President,  I  submit  Lora's  letter 
for  the  Record. 

The  letter  follows: 

May  27.  1986. 

Dear  Senator  Humphrey:  I  understand 
that  you  are  presenting  a  bill  on  informed 
consent  for  abortion.  I  support  your  effort. 
In  fact.  I  wish  there  were  such  a  law  in 
Hawaii.  You  see,  at  the  age  of  17  I  went 
through  an  abortion,  totally  ignorant  of  the 
facts  of  fetal  development,  abortion  proce- 
dures, physical  and  most  of  all  emotional  af- 
tereffects. 

Of  course,  had  I  looked  hard  enough.  I 
could  have  discovered  the  facts  for  myself. 
If  informed  consent  had  been  the  law.  and 
therefore  standard  procedure,  it  might  have 
been  just  the  thing  to  keep  me  from  making 
the  worst  decision  of  my  life. 

I  regretted  the  abortion  immediately,  and 
was  surprised  that  I  felt  so  much  guilt,  de- 
pression and  remorse.  I  cried,  even  mourned 
something  I  didn't  understand. 

It  wasn't  until  I  read  a  pro-life  pamphlet 
that  the  awful  truth  finally  dawned.  The 
"fetus"  that  I  had  "aborted"  had  a  heart- 
beat, brain  waves,  even  fingerprints  on  its 
fingers. 

1  had  murdered  my  own  baby. 

Why  is  there  so  much  opposition  to  in- 
formed consent  on  abortion?  What  are  we 
trying  to  hide?  Are  we  helping  a  woman 
when  we  censor  the  facts  that  will  help  her 
make  an  intelligent  decision  about  some? 
thing  so  irreversible  and  eternal? 

When  I  found  out  the  manner  by  which 
my  baby  died  (suction),  my  guilt  was  un- 
bearable. The  mental  block  couldn't  cover 
the  pain,  nor  could  drugs  or  other  methods 
I  was  using  to  cope. 

Thank  you  for  allowing  me  to  express 
myself  in  this  letter.  I  hope  that  someone 
else  may  benefit  from  what  I  went  through. 
Sincerely, 

Mrs.  Lora  L.  Hoobler, 

Hawaitm 


Treaty  Document  98-7.  The  Converv- 
tion  is  now  on  the  Executive  Calendar. 
I  anticipate  favorable  Senate  action 
shortly. 

Due  to  an  oversight,  the  committee's 
proposed  resolution  of  ratification  did 
not  include  two  technical  reservations 
recommended  by  the  Department  of 
State.  At  the  time  the  Convention  is 
brought  up  for  a  vote,  I  intend  to  add 
the  two  reservations  as  amendments 
to  the  resolution  of  ratification. 

Mr.  President,  I  ask  that  these  two 
reservations  be  printed  in  the  Record. 

The  reservations  follow: 

Inter-American  Convention  on  Letters 
Rogatory  Treaty  Doccment  98-7 

Reservations  intended  to  be  proposed  by 
Mr.  Lugar: 

Before  the  period  at  the  end  of  the  resolu- 
tion of  ratification,  insert  a  comma  and  add 
the  following: 

"Subject  to  the  following  reservations; 
"1.  Pursuant  to  Article  2(b)  of  the  Inter- 
American  Convention  on  Letters  Rogatory, 
letters  rogatory  that  have  as  their  purpose 
the  taking  of  evidence  shall  be  excluded 
from  the  rights,  obligations  and  operation 
of  -this  Convention  between  the  United 
States  and  another  State  Party. 

"2.  In  ratifying  the  Inter-American  Con- 
vention on  Letters  Rogatory,  the  United 
States  accepts  entry  into  force  and  under- 
takes treaty  relations  only  with  respect  to 
States  which  have  ratifed  or  acceded  to  the 
Additional  Protocol  as  well  as  the  Inter- 
American  Convention,  and  not  with  respect 
to  States  which  have  ratified  or  acceded  to 
the  Intern-American  Convention  alone.* 


RESERVATIONS  TO  INTER-AMER- 
ICAN CONVENTION  ON  LET- 
TERS ROGATORY 
•  Mr.  LUGAR.  Mr.  President,  late  last 
week  the  Committee  on  Foreign  Rela- 
tions reported  the  Inter-American 
Convention     on     Letters     Rogatory, 


NATIONAL  JOB  SKILLS  WEEK 

•  Mr.  GORE.  Mr.  President.  I  am  ex- 
tremely pleased  that  the  resolution  to 
designate  the  week  of  October  12-18, 
1986,  as  "National  Job  Skills  Week" 
passed  the  Senate  last  night.  I  want  to 
thank  the  many  colleagues  who  joined 
Senator  Quayle  and  me  as  cosponsors 
and  supporters  in  the  effort  to  get  this 
measure  passed.  Also,  I  want  to  thank 
Congressman  Matthew  Martinez. 
chairman  of  the  House  Subcommittee 
on  Employment  Opportunities,  for 
sponsoring  and  guiding  the  resolution 
through  the  House  of  Representatives. 

The  principal  aim  of  National  Job 
Skills  Week  is  to  focus  attention  on 
our  work  force  needs.  Each  of  us  is 
aware  that  work  in  our  Nation  today  is 
in  a  constant  state  of  change.  We 
know  that  the  American  workplace  is 
imdergoing  a  dramatic  transformation 
due  to  advances  in  technology  and  to 
international  competition.  This  week 
will  seek  to  highlight  the  changes  that 
are  taking  place  in  our  economy  and 
the  new  skills  that  are  being  required 
because  of  these  changes.  It  will  bring 
us  face  to  face  with  the  challenge  of 
accomplishing  the  work  that  will 
enable  us  to  remain  a  competitive 
country  with  a  high  standard  of  living. 

During  National  Job  Skills  Week,  we 
will  need  to  assess  our  private  and 
public  job  training  programs.  America 
historically  has  invested  less  in  the 
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training  and  retraining  of  workers 
than  other  industrialized  nations.  This 
appears  to  be  continuing  today,  and 
we  may  not  be  developing  trained  and 
versatile  workers  who  can  adapt  to  a 
rapidly  changing  workplace. 

Over  the  past  few  years,  study  after 
study  has  pointed  out  that  the  future 
belongs  to  the  well  skilled  and  the  well 
trained.  According  to  a  recent  report 
of  the  Carnegie  Forum  on  Education 
and  the  Economy: 

In  the  future,  high-wage-level  societies 
will  be  those  whose  economies  are  based  on 
the  use  of  a  wide  scale  of  very  highly  skilled 
workers,  backed  up  by  the  most  advanced 
technologies  available. 

The  report  also  stated  that: 
If  America  wants  to  compete  on  the  same 
terms  as  it  did  in  the  past— making  the  most 
of  the  workers  with  low  skill  levels— then  it 
must  accept  prevailing  world  wage  levels  for 
low-skilled  and  semi-skilled  labor.  That  is. 
we  must  be  prepared  for  a  massive  decline 
in  our  standard  of  living. 

We  envision  a  bright  future  for 
America,  a  future  with  Americans  who 
can  get  the  job  done.  We  need  to 
evaluate  our  training  programs  so  that 
we  can  take  steps  to  ensure  that  work- 
ers with  outmoded  skills  get  modern- 
ized and  those  with  no  marketable 
skills  get  access  to  training.  The  future 
is  coming,  we  must  all  be  ready.* 


THE  LOSS  OF  ED  BISHOP 

•  Mr.  HART.  Mr.  President,  the  trade 
union  movement  has  lost  a  vigorous 
representative.  The  people  of  Colora- 
do have  lost  a  spirit  of  the  community. 
And  I  have  lost  a  friend.  It  is  with 
regret  that  I  announce  to  the  Senate 
the  passing  of  Edmond  Bishop. 

During  the  course  of  our  public  lives, 
we  are  aided  by  thousands  of  good 
people.  But  some  stand  out;  they  give 
both  their  time  and  something  of 
themselves  without  expecting  any- 
thing in  return.  That  kind  of  selfless- 
ness was  the  hallmark  of  Ed  Bishop. 

Ed  played  a  key  role  in  my  two  cam- 
paigns for  election  to  the  Senate.  For 
more  than  a  decade,  I  valued  his 
advice  and  his  hard  work.  Most  of  all, 
I  valued  his  friendship. 

Ed  died  recently  from  cancer.  To  his 
family  and  friends,  to  his  fellow  work- 
ers in  the  Communications  Workers  of 
America  and  the  AFL-CIO,  I  offer  my 
sincere  condolences.  All  of  us  will  miss 
him  greatly. 

I  ask  that  an  article  that  announced 
his  passing,  which  appeared  in  the 
CWA  newsletter,  appear  at  this  point 
in  the  Record. 

The  article  follows: 

Edmond  Bishop  StJccUMBS  at  Age  53 

Edmond  P.  Bishop,  a  former  member  of 
the  CWA  Executive  Board  and  a  CWA  staff 
person  since  1961,  died  Aug.  8,  following  a 
valiant  struggle  with  cancer.  He  was  53 
years  old. 

He  died  In  St.  Catherine's  Hospital,  near 
his  home  in  Half  Moon  Bay,  Cal.,  where  he 
had  returned  two  days  earlier  after  months 


of  treatment  at  the  National  Institutes  of 
Health  in  the  Washington,  D.C..  area. 

At  the  time  of  his  death,  he  was  adminis- 
trative assistant  to  CWA  Vice  President 
Harry  Ibsen  of  District  9,  a  position  he  had 
held  with  CWA  since  August  of  1977. 

Mr.  Bishop  became  the  CWA  vice  presi- 
dent in  the  old  District  8.  headquartered  in 
Denver.  Colo.,  and  which  covered  the  oper- 
ating territory  of  Mountain  Bell  Telephone 
Co..  on  Apr.  27,  1972.  He  was  appointed  as 
vice  president  to  succeed  John  C.  Carroll, 
who  became  assistant  to  the  late  Joseph  A. 
Beirne.  CWA  President  Emeritus,  and  he 
was  re-elected  the  vice  president  in  1973  and 
1975. 

Starting  with  CWA  as  a  staff  trainee  in 
1961.  Mr.  Bishop  worked  as  a  CWA  repre- 
sentative in  the  union's  Syracuse,  N.Y., 
office  between  1962  and  1965  when  he  trans- 
ferred to  CWA's  Albuquerque,  N.M..  office. 
Carroll  named  him  his  assistant  in  August 
of  1965. 

Prior  to  his  appointment  to  staff,  Mr. 
Bishop  served  as  president  of  CWA  Local 
9573  in  San  Bcrnadino,  Calif.,  and  was  em- 
ployed as  a  switchman  by  General  Tele- 
phone. 

Survivors  include  his  wife.  Bertha  of 
Yucca  Valley.  Cal.;  three  sons.  Thomas  of 
Redwood  City.  Cal.,  and  Gerald  and  Patrick, 
both  of  Birmingham.  Ala.;  his  mother,  Mar- 
garet of  Duarte,  Cal..  and  a  brother, 
Thomas  of  Phoenix.  Ariz. 

One  of  Mr.  Bishop's  last  wishes  was  that 
his  remains  be  cremated  and  that  the  ashes 
be  placed  in  the  Pacific  Ocean.  Thomas 
Bishop,  one  of  the  sons,  pledged  to  either 
dive  with  the  remains  or  sprinkle  the  ashes 
as  per  his  father's  wish,  following  a  memori- 
al service  at  Forest  Lawn  Cemetery  in 
Covina,  Cal.,  on  Sunday,  Aug.  17,  according 
to  a  family  friend.* 


S. 


1696-A  WISE  SOLUTION  TO  A 
DIFFICULT  PROBLEM 

•  Mr.  JOHNSTON.  Mr.  President, 
this  bill  is  made  necessary  by  a  curious 
set  of  circumstances.  Following  the 
construction  of  Glen  Canyon  Dam  in 
1963,  releases  into  the  lower  Colorado 
River  were  limited  for  the  following  17 
years  as  Lake  Powell  began  to  fill.  De- 
spite warnings  from  the  Bureau  of 
Reclamation  and  the  Corps  of  Engi- 
neers that  greater  flood  control  re- 
leases would  eventually  be  necessary, 
local  residents  and  businesses  began 
building  on  the  floodplain  of  the  river. 
This  development  continues  today  and 
threatens  the  Bureau's  ability  to  oper- 
ate the  upstream  reservoir  system. 
Part  of  the  problem  is  that  numerous 
Federal  grants,  subsidies,  and  pro- 
grams that  encourage  development  are 
available  within  the  floodway. 

The  principal  purpose  of  S.  1696  is 
to  withdraw  Federal  assistance  for  de- 
velopment within  the  floodway.  At  the 
same  time,  currently  existing  develop- 
ment would  be  grandfathered.  The  bill 
has  other  provisions,  but  this  is  the 
crux  of  it. 

Because  of  the  Bureau  of  Reclama- 
tion's involvement  in  managing  the 
Colorado  River  and  because  of  the  re- 
sponsibilities of  the  Committee  on 
Energy  and  Natural  Resources  in  over- 
seeing   the    Bureau's    programs,    the 


committee  was  given  sequential  refer- 
ral of  S.  1696  following  its  consider- 
ation by  the  Committee  on  Environ- 
ment and  Public  Works.  The  Commit- 
tee on  Energy  and  Natural  Resources 
supports  S.  1696,  as  reported  by  the 
Committee  on  Environment  and 
Public  Works,  and  for  this  reason 
elected  not  to  mark  up  the  bill  sepa- 
rately. 

Mr.  President,  I  believe  this  bill  rep- 
resents a  wise  solution  to  a  difficult 
problem,  and  I  urge  its  immediate  pas- 
sage.* 


ATOMIC  VETERANS 

•  Mr.  RIEGLE.  Mr.  President,  I  rise 
today  as  a  cosponsor  of  S.  2454,  a  bill 
to  repeal  section  1631  of  the  Depart- 
ment of  Defense  Authorization  Act  of 
1985.  This  bill,  relating  to  the  liability 
of  government  contractors  for  injuries 
or  losses  of  property  arising  out  of  cer- 
tain atomic  weapons  testing  programs, 
would  restore  the  right  of  those  ex- 
posed to  ionizing  radiation  to  file  suits 
against  the  contractors  who  conducted 
the  weapons  tests. 

Between  1946  and  1962,  the  U,S. 
Government  conducted  a  series  of  at- 
mospheric tests  of  nuclear  weapons. 
During  this  period,  approximately 
200,000  military  persormel,  including 
civilian  Defense  Department  employ- 
ees, participated  in  the  nuclear  testing 
program. 

While  there  are  no  definitive  statis- 
tics available  for  all  the  test  partici- 
pants, many  health  experts  now  sus- 
pect that  these  "atomic  veterans,"  as 
they  have  come  to  be  known,  may  be 
suffering  from  an  increased  incidence 
of  cancer.  One  study,  conducted  by  the 
Center  for  Disease  Control,  noted  an 
increase  in  frequency  of  occurrence  of 
leukemia  and  death  from  leukemia 
among  participants  in  the  1957  nucle- 
ar test,  code-named,  "Smokey."  Other 
studies  have  raised  the  possibility  of 
similar  long-term  effects  among  par- 
ticipants in  other  nuclear  tests. 

Understandably,  many  atomic  veter- 
ans have  sought  redress  in  court  for 
acts  or  omissions  of  atomic  weapons 
contractors  in  carrying  out  the  atomic 
weapons  testing  program.  Until  1984, 
such  suits  could  be  brought  against 
contractors  who  participated  in  the 
testing  program.  Contractors  were 
then  indemnified  by  the  Government 
for  the  costs  of  litigation,  judgments, 
or  settlements. 

This  system  of  redress  was  abruptly 
halted  with  the  passage  of  an  amend- 
ment to  the  1985  Defense  Authoriza- 
tion Act,  known  as  the  'Warner 
amendment."  The  amendment  stipu- 
lated that  the  United  States  would  re- 
place the  contractors  as  the  defendant 
in  suits  filed  by  atomic  veterans.  Since 
the  United  States  is  immune  from 
suits  filed  by  veterans  and  civilians  in 
these  cases,  the  Warner  amendment 
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effectively  precluded  any  judicial 
remedy  for  injuries  or  death  due  to  ex- 
posure to  radiation  in  the  course  of 
the  atomic  weapons  testing  program. 
While  veterans  may  apply  for  compen- 
sation through  the  Veterans'  Adminis- 
tration, this  has  not  proven  to  be  an 
adequate  means  of  redress.  Of  all  such 
claims  submitted,  less  than  3  percent 
have  been  granted  benefits  by  the  Vet- 
erans' Administration. 

Mr.  President,  S.  2454  will  restore  to 
participants  in  the  weapons  testing 
program  the  right  to  judicial  review  of 
their  claims.  I  believe  we  owe  people 
exposed  to  ionizing  radiation  their  day 
in  court,  where  their  cases  can  be  de- 
cided on  the  merits.  I  urge  my  col- 
leagues to  support  this  bill,  and  to  act 
expeditiously  in  approving  it.* 


RECOGNIZING  MICHIGAN'S 
EXEMPLARY  SCHOOLS 

•  Mr.  RIEGLE.  Mr.  President.  I  would 
like  to  recognize  the  accomplishments 
of  12  Michigan  shcools  which  have 
been  selected  by  the  U.S.  Department 
of  Education  as  Exemplary  Schools  of 
Excellence.  These  schools  demonstrate 
an  uncommon  commitment  to  a  spe- 
cial mission:  helping  our  children 
obtain  the  skills  and  knowledge  they 
will  need  to  participate  in  our  increas- 
ingly complex  and  sophisticated  world. 

The  public  schools  named  by  the  De- 
partment of  Education  are:  Kellog  Ele- 
mentary School  in  Battle  Creek.  Do- 
herty  Elementary  in  West  Bloomfield, 
Longstreet  Elementary  School  in  Sagi- 
naw, Orchard  Hills  Elementary  School 
in  Novi,  Parkwood  Upjohn  Elementary 
School  in  Kalamazoo.  Quarton  Ele- 
mentary School  in  Birmingham.  Shay 
Elementary  School  in  Harbor  Springs, 
and  Sylvester  Elementary  School  in 
Berrien  Springs.  The  private  schools 
that  have  been  recognized  for  their  ex- 
cellence are:  Dickenson  Area  Catholic 
Elementary  School  in  Iron  Mountain. 
Holland  Christian  Middle  School  in 
Holland,  St.  John  Lutheran  in  Roches- 
ter, St.  Lorenz  Elementary  School  in 
Frankenmuth,  and  St.  Mary's  Cathe- 
dral in  Gaylord. 

These  schools  are  leading  the  way  in 
preparing  today's  young  people  for  the 
world  of  the  future.  They  are  provid- 
ing their  students  with  the  skills  and 
knowledge  they  need  to  take  advan- 
tage of  the  opportunities  available  in 
America,  and,  in  turn,  to  keep  our 
Nation  strong  and  free. 

I  would  like  to  congratulate  the  stu- 
dents, parents,  and  staff  and  other 
members  of  the  commumity  who  con- 
tributed to  the  attainment  of  this  high 
level  of  achievement.  Their  coopera- 
tion and  hard  work  will  have  an  im- 
measurable pay-off  for  their  communi- 
ties and  for  our  Nation.  The  strong 
educational  foundation  they  are  build- 
ing will  help  us  as  a  society  tackle  cur- 
rent and  future  challenges  head-on. 


contributing  to  a  better  future  for  ev- 
eryone. 

Michigan  is  proud  of  these  and  all  of 
its  schools.  We  recognize  that  as  long 
as  Americans  strive  to  provide  a  qual- 
ity education  for  our  children,  we  will 
remain  a  Nation  of  opportunity  and 
promise.* 


SUBSIDIZED  SALE  OF  BARLEY 
TO  ROMANIA 

•  Mr.  MOYNIHAN.  Mr.  President, 
will  this  never  end?  First,  it  was  wheat 
to  the  Soviets,  then  sugar  for  the 
Communist  Chinese,  and  now  we  have 
volunteered  to  subsidize  sales  of  barley 
to  Romania. 

Yesterday,  Under  Secretary  of  Agri- 
culture Daniel  Amstutz  announced 
that  United  States  exporters  would  be 
able  to  sell  up  to  200,000  metric  tons 
of  barley  to .  Romania  under  the 
Export  Enhancement  Program.  The 
export  sales  will  be  subsidized  with 
commodities  from  the  inventory  of  the 
Commodity  Credit  Corporation. 
Unlike  the  sale  of  subsidized  wheat  to 
the  U.S.S.R.,  the  level  of  subsidy  is  not 
calculated  before  the  actual  sale. 

The  bonus  level  for  the  sales  has  yet' 
to  be  determined.  But  we  can  get  a 
good  idea  of  the  subsidy  from  the  bo- 
nuses awarded  in  recent  barley  sales 
under  the  EEP.  Today,  the  Depart- 
ment of  Agriculture  announced  that 
45,000  metric  tons  of  barley  were  sold 
to  Saudi  Arabia  with  a  bonus  of 
$32.89.  On  September  15,  25,000  metric 
tons  of  barley  were  sold  to  Cyprus 
with  a  bonus  of  $30.20  and  31,000 
metric  tons  to  Israel  with  a  bonus  of 
$27.81  per  ton. 

As  best  as  I  can  estimate,  then,  we 
are  talking  about  a  subsidy  level  of  $28 
to  $33  per  metric  ton.  If  we  sell  all 
20,000  tons,  the  cost  of  subsidizing 
that  sale  will  be  between  $5.6  and  $6.6 
million. 

Why  are  American  taxpayers  paying 
$6  million  to  prop  up  faltering  Com- 
munist economies?  Why  is  this,  the 
most  rhetorically  anti-Conrununist  gov- 
ernment of  a  generation  so  committed 
to  subsidizing  Marxist-Lenist  govern- 
ments? 

In  so  doing,  we  are  giving  credence 
to  the  Communist  prophecy  that  we 
capitalists  "will  sell  them  the  rope 
with  which  to  hang  us."  Over  the  last 
decade,  I  have  risen  repeatedly  to 
warn  to  the  danger  of  confirming  one 
of  the  last  remaining  prophecies  that 
sustains  Marxist-Leninist  ideology. 

It  was  Marx  who  originally  suggest- 
ed that  the  capitalist  system  will  col- 
lapse in  a  crisis  of  overproduction. 
Lenin,  in  "Imperialism:  The  Highest 
Stage  of  Capitalism,"  altered  that 
prophesy  by  claiming  that  for  a 
period,  we  would  survive  by  dumping 
our  surplus  locomotives,  wheat,  barley, 
whatever,  on  the  Communists. 

What  an  irony  that  the  United 
States  spends  $295  billion  a  year  on 


defense  in  peacetime,  and  yet  we 
caimot  seem  to  find  the  resources  to 
maintain  our  own  economy  amd  pro- 
ducers—without subsidizing  Commu- 
nist regimes. 

It  ought  to  be  known  that  there  is  a 
limit  to  what  we  will  do  to  sustain  tyr- 
army.  I  hope  that  my  colleagues  might 
heed  my  warnings  on  our  continuing 
penchant  for  proving  Lenin's  dictum, 
and  understand  what  is  at  stake  in 
continuing  to  subsidize  sales  of  our 
commodities  to  Communist  coun- 
tries.* 


NAUM  AND  INNA  MEIMAN: 
EQUALITY  DENIED 

•  Mr.  SIMON.  Mr.  President,  the  So- 
viet's Communist  government  claims  it 
is  based  on  the  theory  of  unified 
equality  for  all.  Unfortunately,  for 
Inna  and  Naum  Meiman  of  Moscow, 
equality  is  denied.  The  Meiman's 
home  has  been  ransacked,  they  have 
been  followed. 

For  10  years,  the  Meimans  have 
been  trying  to  emigrate  to  Israel.  Inna 
is  deathly  ill  with  cancer.  After  the  re- 
moval of  four  malignant  tumors  on 
Inna's  neck.  Soviet  doctors  have  said 
that  there  is  nothing  more  they  can  do 
for  the  fifth  tumor.  Now.  it  is  crucial 
that  Inna  and  Naum  be  allowed  to 
come  to  the  West  for  Inna  to  obtain 
experimental  medical  treatment. 

I  strongly  urge  the  Soviets  to  allow 
Naum  and  Inna  Meiman  to  emigrate 
to  Israel.* 


KACHAJIAN'S  REBELLION:  NEW 
JERSEY  BUSINESSMAN  FIGHTS 
TO  SAVE  COMPANY 

•  Mr.  LAUTENBERG.  Mr.  President, 
I  would  like  to  draw  my  colleagues'  at- 
tention to  an  article  about  one  of  my 
constituents  which  appears  in  the  Oc- 
tober issue  of  Inc.  magazine. 

George  Kachajian  is  the  head  of  Sil- 
icon Technology  Corp..  a  company 
headquartered  in  Oakland.  NJ.  STC 
manufactures  internal  diameter  wafer- 
ing  saws,  which  are  used  to  slice  sili- 
con ingot  in  thin  wafers,  one  of  the 
first  steps  in  creating  semiconductors. 

Several  months  ago,  Mr.  Kachajian 
contacted  my  office  about  a  serious 
problem  he  had  encountered  in  obtain- 
ing an  export  license  for  his  saws— a 
product  which  he  had  been  successful- 
ly selling  in  domestic  and  internation- 
al markev.5  since  the  early  1970's.  In 
1980,  the  U.S.  Department  of  Com- 
merce denied  an  export  license  appli- 
cation from  STC.  When  pressed  for  an 
explanation.  Commerce  cited  "nation- 
al security  reasons." 

When  my  staff  investigated  Mr.  Ka- 
chajian's  problem,  I  was  appalled  to 
leam  of  the  incredible  obstacles  which 
had  been  thrown  in  his  path  by  our 
Government.  While  I  am  pleased  that 
Mr.  Kachajian's  problem  has  been  re- 
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solved.  I  am  disturbed  at  the  cost— in 
lost  business,  lost  jobs,  and  personal 
frustration— which  Mr.  Kachajian  has 
had  to  bear. 

The  October  issue  of  Inc.  magazine 
details  the  strength  smd  courage  of 
one  small  manufacturer  who  spent  6 
years  fighting  his  way  through  the  bu- 
reaucratic maze  to  save  his  company. 
During  that  time,  he  saw  his  major 
competitor,  a  Swiss  Firm,  chop  away 
at  STC's  customers.  Uru-estrained  by 
competition  from  STC,  the  firm  was 
selling  the  same  product  in  Eastern 
bloc  countries  for  prices  triple  those 
that  had  prevailed  before  export  con- 
trols. The  firm  then  used  the  excess 
profits  to  undercut  STC's  prices  in  the 
United  States. 

Mr.  President,  I  want  to  commend 
George  Kachajian  on  his  determina- 
tion and  fortitude.  In  no  way  do  I  min- 
imize the  importance  of  safeguarding 
the  national  security  when  considering 
export  licenses.  I  am  well  aware  that 
Eastern  bloc  countries  commit  signifi- 
cant resources  to  acquire  technology 
which  could  harm  our  national  securi- 
ty. However,  the  Kachajian  case  does 
not  fall  within  that  purview.  And  it 
points  to  the  importance  of  carefully 
differentiating  between  legitimate  se- 
curity concerns  and  impediments  to 
business.  It  is  an  unhappy  occasion 
when  a  businessman  finds  his  own  gov- 
ernment tying  his  hands  ais  he  at- 
tempts to  provide  quality  American 
products  in  the  domestic  and  interna- 
tional markets. 

Mr.  President,  I  ask  that  the  Inc.  ar- 
ticle on  George  Kachajian  be  printed 
in  the  Record. 

The  article  follows: 

Kachajian's  Rebellion 
(By  Lucien  Rhodes) 

Welcome  to  George  Kachajian's  Theater 
of  the  Absurd. 

You  will  luiow  you  have  arrived  when  you 
see  the  marquee,  there  above  the  front  door 
of  his  corporate  headquarters  at  the  end  of 
Spruce  Street  in  Oakland,  N.J.  No,  it  wasn't 
planned  that  way,  but  it  does  capture  the 
spirit  and  essence  of  the  whole  long,  in- 
volved, and  contentious  drama  that's  been 
six  years  in  the  making  and  not  finished 
yet. 

Once,  those  large  blue  letters  announced 
the  company  he  started  16  years  ago  as  Sili- 
con Technology  Corp.  (STC).  But  some 
months  ago,  this  sign  broke  in  the  middle, 
as  if  unable  to  stand  the  weight  of  the  com- 
pany's aching  frustration  any  longer:  the 
letters  spelling  'TECH  "  fell  and  shattered 
on  the  parking  lot  below.  Now  each  morning 
when  Kachajian  sees  this  symbol  of  his 
plight,  he  cannot  help  but  mentally  review 
the  script  as  he's  lived  it  thus  far.  In  a  rising 
spiral  of  incredulity,  he  will  recall  how  an 
abrupt  shift  in  American  foreign  policy  sud- 
denly denied  him  access  to  foreign  markets, 
and  how  a  foreign  competitor  used  the  op- 
portunity both  to  fill  the  vacuum  overseas 
and  to  raid  his  market  in  the  United  States. 
And  he  will  remember  with  bitterness  the 
layoffs  of  workers  in  Oakland,  and  the 
mounting  financial  losses,  and  his  long 
heglra  through  the  federal  bureaucracy  in 
search  of  relief. 


So  it  is  that  George  Kachajian  comes  to 
work,  his  $10-million  company  still  danger- 
ously close  to  collapse.  Looking  at  the  mar- 
quee, he  asks  himself,  "Who  took  the  tech' 
from  my  technology?"  to  which  he  answers, 
amazed  at  the  improbability  of  his  own  re- 
sponse: "My  own  government,  that's  who." 

But  please  come  inside:  the  featured  at- 
traction has  a  lot  more  to  offer— senators, 
congressional  subcommittees,  the  Western 
Alliance;  also  the  Soviet  Union  and  the 
Warsaw  Pact.  You  will  see  that  the  story  of 
George  Kachajian's  quest  for  an  export  li- 
cense is  really  only  a  small  vignette  played 
out  against  a  vast  backdrop  of  international 
trade  deficits.  East-West  competition,  and 
political  feuding  within  the  Reagan  Admin- 
istration. Still,  it  is  a  vignette  that  raises  dis- 
turbing questions:  Do  the  complex  controls 
regulating  U.S.  exports  sacrifice  the  inter- 
national competitiveness  of  American  com- 
panies, particularly  high-tech  companies?  If 
our  export-control  system  causes  our  com- 
panies to  lose  markets,  and  worse  yet,  indus- 
tries, to  foreign  competitors,  then,  in  the 
long  run  are  they  really  protecting  our  na- 
tional security?  With  a  trade  deficit  of  $170 
billion,  can  the  United  States  afford  to 
forgo  exports  that  surely  run  into  the  bil- 
lions of  dollars  that  are  lost  each  year  to 
export  controls? 

The  controversy  has  by  no  means  spent  its 
force,  although  George  Kachajian  has  now 
'Won  a  victory  of  sorts  against  the  deadening 
hand  of  the  Export  Administration  Act— the 
first  of  its  kind  in  history.  And  as  the  news 
of  this  victory  spreads  through  the  high- 
tech  community,  he  is  being  praised  as  the 
underdog  who  beat  city  hall.  But  Kachajian 
never  wanted  to  star  in  his  own  melodrama. 
He  wanted  to  be  a  businessman. 

For  18  years,  George  S.  Kachajian  had 
worked  for  Dow  Corning  Corp.  in  various 
sales  and  marketing  jobs,  first  selling  sili- 
cones for  oils,  greases,  and  paint  resins,  and 
then  silicon,  the  pure  crystalline  element 
used  exclusively  in  the  manufacture  of 
semiconductors.  His  contacts  within  this 
new,  rapidly  growing  industry  were  broad, 
he  was  well  paid,  and  his  prospects  were 
very  promising.  But  in  1969,  he  decided  to 
quit.  That  fall,  at  a  company  plant  in  Hem- 
lock, Mich..  Kachajian  watched  an  employ- 
ee at  work  on  an  internal  diameter  wafering 
saw,  which  cuts  silicon  ingot  into  thin 
wafers,  one  of  the  first  steps  in  creating 
semiconductors.  For  a  second,  the  operator 
looked  away  from  his  work  and  the  saw's  di- 
amond blade  sliced  through  the  back  of  his 
hand  and  cut  off  his  fingers.  Horrified  and 
splattered  with  blood,  Kachajian  pulled  the 
man  away  from  the  machine  and  applied  a 
tourniquet.  Then  and  there  he  decided  that 
"there  had  to  be  a  better  way." 

With  almost  $20,000  in  personal  savings, 
Kachajian  turned  to  a  machine-tool  compa- 
ny in  Massachusetts  and  financed  the  devel- 
opment of  a  prototype  for  a  new  saw  that 
changed  the  orientation  of  the  cutting 
blade,  added  a  protective  shield,  and  rear- 
ranged the  work  flow.  In  the  fall  of  1970, 
funded  by  $220,000  from  friends  and  rela- 
tives and  the  refinancing  of  his  house,  he 
t>egan  to  manufacture  and  sell  his  new  ma- 
chine. And  it  was  not  long  before  Kachajian 
realized  that  he  would  have  to  comply  with 
U.S.  export  regulations,  the  vagaries  of 
which  could  hardly  be  factored  into  any  ra- 
tional business  plan  or  production  schedule. 

These  days,  business  on  the  international 
level  is  rarely  "strictly  business,"  especially 
when  it  involves  high  tech.  During  World 
War  II,  Export  Controls  were  used  to  ensure 
an  adequate  supply  of  various  goods  and 


commodities  needed  to  sustain  the  war 
effort.  But  contrary  to  the  original  expecta- 
tions, those  controls  were  left  in  place  long 
after  peace  had  been  declared— a  weapon  of 
the  Cold  War.  The  Export  Control  Act  of 
1949  finally  made  official  what  had  been  ad- 
ministrative practice,  banning  the  export  to 
communist  countries  of  not  only  bona  fide 
military  equipment,  but  also  dual-use  com- 
modities that  might  have  military  as  well  as 
commercial  value.  Begirming  in  1969,  Con- 
gresses and  Presidents  began  relaxing  those 
export  restrictions,  turning  a  more  conge- 
nial and  expansive  face  to  trade  with  the 
Soviet  Union  and  its  allies.  But  this  period 
of  detente  came  to  an  abrupt  halt  with  the 
Soviet  invasion  of  Afghanistan  in  1980. 
Caught  up  in  the  ebb  and  flow  of  the  ten- 
sions between  the  superpowers  was  a  small 
machine-tool  company  at  the  end  of  Spruce 
Street  in  Oakland,  N.J. 

During  the  1970s,  STC  had  prospered, 
controlling  80%  of  the  domestic  market  in 
wafering  saws.  At  the  same  time,  Kachajian, 
encouraged  by  the  prevailing  attitude 
toward  open  East-West  trade,  had  turned 
his  attention  to  the  demand  coming  from 
foreign  markets,  particularly  from  the  East- 
em  Bloc,  to  which  he  traveled  more  than  20 
times  from  1974  to  1980.  Because  his  saw  is 
an  integral  part  of  the  semiconductor  manu- 
facturing line  whose  end  products  are.  In 
turn,  essential  to  sophisticated  weapons  sys- 
tems, the  saws  were  classified  as  dual-use 
commodities  requiring  a  validated  export  li- 
cense. In  those  days,  however,  the  only 
problems  Kachajian  encountered  in  the  li- 
censing procedure  were  delays— after  a  wait 
of  up  to  nine  months,  his  applications  were 
all  approved.  As  a  result,  he  sold  53  wafer- 
ing saws  to  the  Soviet  Union  and  4  to 
Poland,  machines  that  today  go  for  $100,000 
apiece. 

Then  suddenly,  in  August  1980,  the  U.S. 
Department  of  Commerce,  for  the  first 
time,  denied  an  export  license  application 
from  STC.  "One  minute  I  was  selling, "  Ka- 
jachian  recalls,  "and  the  next  minute  I  was 
screwed.  And  there  you  are.  You  don't  want 
to  break  the  law,  so  you  have  to  live  with 
it. "  During  the  next  year  and  a  half,  he 
made  one  futile  call  after  another  to  the 
Commerce  Department,  only  to  be  told 
cryptically  that  his  licenses  were  being 
denied  for  national  security  reasons.  Kacha- 
jian allowed  himself  brief  interludes  of  opti- 
mism in  which  he  fantasized  making  up  his 
lost  sales  with  redoubled  efforts  in  the  U.S. 
market.  But  these,  it  turned  out,  were  tran- 
quil delusions,  only  possible  because  he  had 
not  yet  heard  all  the  bad  news. 

By  mid-1981,  Kachajian  discovered  that 
STC  was  losing  not  just  overseas  business, 
but  domestic  customers  as  well.  His  major 
competitor,  Meyer  &  Burger  A.G.,  in  Swit- 
zerland, had  suddently  appeared  in  the 
United  States  offering  comparable  wafering 
saws  for  less  than  STC's  cost  of  production. 
At  first,  Kachajian  could  not  understand 
how  the  Swiss  firm  could  sustain  such  suici- 
dal dumping,  but  he  soon  learned  lacking 
any  competitive  restraint,  the  Swiss  compa- 
ny was  selling  saws  in  the  Eastern  Bloc  for 
prices  as  much  as  triple  those  that  had  pre- 
vailed before  the  export  controls  went  into 
effect.  "They  were  using  those  excess  prof- 
its to  buy  market  share  here  and  drive  me 
out  of  business— and  I  couldn't  fight  back," 
Kachajian  says.  "It  was  absurd.  It  was  out- 
rageous. My  hands  were  being  tied  by  my 
own  government." 

What's  more,  Kachajian  could  not  see 
how  the  country's  national-security  inter- 
ests were  served  by  denying  him  export  11- 
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censes on  a  product  that  the  Soviets  could 
get  in  comparable  quality  and  quantity  from 
the  Swiss.  Instead,  he  felt  he  was  the  victim 
of  capricious  regulations,  which,  in  effect, 
doomed  him  to  extinction.  E>etermined  to 
correct  the  obvious  illogic  of  his  situation 
Kachajian  screwed  up  his  courage  and 
marched  directly  into  the  maw  of  the  neth- 
erworld of  export  licensing. 

What  he  found  was  a  forbidding  tangle  of 
categories  and  classifications,  of  processes 
and  procedures,  of  laws,  regulations,  and  in- 
scrutable interpretations.  At  its  center  was 
the  Commodity  Control  List  (CCL).  which 
presents  those  commodities,  goods,  and 
technologies  requiring  expert  licenses  for 
any  of  five  criteria:  national  security,  for- 
eign policy,  short  supply,  human  rights,  and 
nuclear  nonproliferation.  In  many  in- 
stances, the  CCL  is  constructed  not  of  prod- 
ucts, per  se.  but  of  entries  calculated  accord- 
ing to  general  technical  or  performance 
standards.  As  a  result,  no  one  really  knows 
how  many  specific  products  are.  in  fact,  con- 
trolled, although  estimates  range  to  the 
hundreds  of  thousands.  While  nobody 
would  argue  that  critical  high  technology 
should  be  sold  to  the  Soviet  Bloc,  critics 
from  industry,  academia.  and  Congress  have 
charged  that  the  list  is  far  too  broad  and 
that  it  includes  items  long  since  rendered 
technologically  obsolete. 

The  complexity  and  ungainly  sprawl  of 
the  CCL  is  replicated  in  the  bureaucracy 
that  has  grown  up  around  it.  Today,  an  ap- 
plication to  export  a  product  that  might  be 
covered  by  the  CCL  is  scrutinized  not  only 
by  several  divisions  within  the  Department 
of  Conunerce.  but  frequently  by  several  in- 
telligence agencies  and  the  Departments  of 
State.  Defense,  and  Energy.  Nor  is  that  the 
end  of  it.  Even  after  applications  for  certain 
items  have  been  reviewed  by  the  appropri- 
ate roster  of  U.S.  authorities,  licenses  still 
carmot  be  granted  unless  they  are  also  ap- 
proved by  the  15  allies  of  the  Coordinating 
Committee  for  Multilateral  Export  Controls 
(COCOM).  a  regulatory  body  headquartered 
in  Paris.  The  intent  of  COCOM  is  to  coordi- 
nate export  controls  with  our  allies,  which 
is  certainly  understandable.  But  exporters 
complain  that  it  adds  yet  another  layer  of 
uncertainty  to  the  licensing  system,  causing 
delays  that  drive  customers  to  the  arms  of 
competitors,  either  in  non-COCOM  coun- 
tries or  even  worse,  in  COCOM  countries 
that  interpret  its  restrictions  more  liberally 
than  the  United  States.  In  fact,  some  Ameri- 
can business  people  charge  that  our  allies 
have,  on  occasion,  used  the  licensing  appa- 
ratus to  give  a  competitive  advantage  to 
their  own  manufacturers. 

Admittedly,  it  is  unclear  how  any  govern- 
ment bureaucracy  can  effectively  adminis- 
ter such  a  convoluted  system.  The  General 
Accounting  Office,  the  investigative  arm  of 
the  Congress,  once  described  the  export 
controls  as  a  "licensing  system  character- 
ized more  as  a  paper  exercise  than  as  an  in- 
strument of  control."  But  should  you  get 
caught  shipping  items  on  the  CCL  without  a 
valid  license,  the  penalties  for  violating  the 
export  regulations  are  very  real  indeed:  up 
to  five  years  in  jail  a  minimum  fine  of 
$50,000.  and  the  loss  of  all  export  privileges. 

It  was  this  phantasmagoria  of  licensing 
that  nearly  overwhelmed  Kachajian's  sensi- 
bilities. But  the  more  he  learned  about  it. 
the  more  he  knew  he  was  fighting  for  a 
cause  that  was  not  only  empirically  just,  but 
one  that  was  defensible  under  the  law  as 
well.  Provisions  of  the  Export  Administra- 
tion Act  of  1979  had  instructed  the  Com- 
merce Department  to  establish  a  division  of 


foreign  availability.  If  this  division  were  to 
determine  that  a  product  manufactured  by 
a  U.S.  company  was  also  available  to  pro- 
scribed countries  in  comparable  quality  and 
quantity,  it  could  decontrol  that  product, 
and  the  exporter  could  ship  without  a  li- 
cense. If  there  ever  were  a  case  of  foreign 
availability,  Kachajian  figured,  his  was  it. 
What  he  did  not  figure  was  that  it  would 
take  him  nearly  four  more  years  to  get  the 
government  to  admit  it. 

Looking  back,  George  Kachajian's  plan  of 
attack  now  seems  fairly  obvious:  compiling 
the  information  needed  to  prove  the  matter 
of  foreign  availability;  seeking  the  testimo- 
ny of  industry  colleagues  who  found  them- 
selves in  similar  straits;  enlisting  the  politi- 
cal support  of  the  New  Jersey  congressional 
delegation.  But  at  the  time,  the  process  was 
confusing,  unpredictable,  and  enormously 
frustrating.  When  he  has  the  need,  Kacha- 
jian will  arrange  on  the  top  of  his  office 
conference  table,  in  eight  indexed  stacks, 
seemingly  every  piece  of  correspondence  he 
has  ever  sent  or  received  to  or  from  anybody 
regarding  some  aspect  of  his  case.  If  this 
collection  'were  put  under  one  cover,  its 
more  than  1.000  pages  would  tell  a  story 
roughly  comparable,  in  its  own  way.  to  the 
voyage  of  Ulysses.  In  Kachajian's  Bureau- 
crats' Baedeker,  there  are  letters  addressed 
to  the  chief  of  the  policy  division  of  the  mu- 
nitions control  directorate,  the  deputy  as- 
sistant secretary  of  commerce  for  export  ad- 
ministration, the  deputy  to  the  deputy  as- 
sistant secretary  for  export  administration, 
the  licensing  officer  of  the  electronic  instru- 
mentation branch  of  the  office  for  export 
administration,  the  special  assistant  to  the 
President  for  public  liaison,  the  U.S.  special 
trade  representative,  the  special  assistant  to 
the  President  for  intergovernmental  affairs, 
the  director  of  tlie  office  of  International 
Economic  Affairs,  the  director  of  the  office 
of  Investigations  of  the  U.S.  International 
Trade  Commission,  and  the  undersecretary 
of  state  for  political  affairs— to  name  just  a 
few.  Then,  of  course,  there  were  all  those 
phone  calls  beyond  counting  and  some  30 
trips  to  Washington,  which  cost  him  nearly 
$20,000  in  hotel  and  travel  expenses.  And 
throw  in  maybe  $60,000  in  legal  fees. 

But  Kachajian's  odyssey  was  much  more 
than  inconvenient  and  expensive.  It  was 
also  desperate.  While  the  whole  involved 
process— the  dead-end  leads,  the  false  prom- 
ises, the  interminable  discussions— dragged 
on  and  on,  Kachajian's  company  was  slowly 
bleeding  to  death,  the  victim  of  Meyer  & 
Burger's  persistent  dumping.  After  a  decade 
of  growth  in  sales  and  profits.  STC  began  to 
lose  money— nearly  a  million  dollars  to  date. 
In  1983,  Kachajian  was  forced  to  lay  off 
almost  half  his  employees,  and  even  as  late 
as  July  1986,  he  had  to  sell  an  acre  and  a 
quarter  of  land  the  company  owned  across 
the  street  just  to  bolster  cash  flow.  For  six 
years,"  he  says,  "the  upside  of  my  business 
has  been  survival  and  the  downside  was 
bankruptcy.  I  never  even  thought  about 
growth." 

What  he  was  thinking  about  most  often 
was  the  Pentagon,  which  had  persistently 
raised  the  national-security  issue  in  connec- 
tion with  the  export  of  his  wafering  saws. 
Between  1982  and  1984,  Kachajian  had  half 
a  dozen  meetings  with  various  Defense  De- 
partment officials,  including  Stephen  D. 
Bryen,  the  deputy  undersecretary  for  trade 
security  policy.  At  each  meeting,  Kachajian 
would  lay  out  h*  case,  a  Swiss  competitor 
driving  him  out  of  business  with  the  help  of 
Eastern  Bloc  profits  and  counterproductive 
U.S.  government  restrictions.  And  at  each 


meeting.  Defense  officials  would  tell  him 
that  an  export  license  would  jeopardize  "na- 
tional security."  Kachajian  was  prepared  to 
meet  their  argument  head-on.  He  would 
first  point  out  that  his  saws  were  really 
"glorified  salami  slicers"  whose  technology 
was  so  well  known  tht  they  could  hardly  be 
considered  a  threat  to  national  security. 
And  furthermore  that  the  Eastern  Bloc 
could  already  get  as  many  saws  as  it  wanted 
from  the  Swiss.  Then  he  would  go  on  to  say 
that  the  United  States  was  in  danger  of 
losing  its  semiconductor  manufacturing  ca- 
pability to  foreign  companies— where  there 
were  once  five  companies  manufacturing 
saws  in  the  States,  now  only  two  remained. 
That,  he  concluded,  was  the  real  threat  to 
national  security. 

The  Pentagon  was  not  impressed,  howev- 
er, and  Kachajian  finally  gave  up  in  disgust. 
Says  Wesley  E.  Charles,  STC's  president, 
who  attended  one  such  meeting:  "They 
don't  care  about  anything  else,  just  don't 
give  the  Soviet  Union  anything.  They 
wouldn't  sell  them  a  handful  of  sand.  And  if 
they  could  control  that,  they  would." 

Fortunately,  as  one  door  closed,  another 
one  opened.  In  the  fall  of  1984,  Kachajian 
got  a  call  from  an  investigator  in  the  divi- 
sion of  foreign  availability,  which  only  then 
had  finally  been  staffed  and  funded  as  Con- 
gress had  ordered  back  in  1979.  Kachajian, 
hearing  for  the  first  time  that  a  study  was 
being  done  on  internal  diameter  saws,  was 
ecstatic.  "Man.  that  was  exciting,"  he  says. 
"I  had  someone  who  was  interested.  I  mean 
the  guy  asked  questions  for  two  hours." 
During  the  six  months  that  it  took  the  in- 
vestigator to  complete  the  study,  Kachajian 
peppered  the  Commerce  Department  with 
information  and  stumped  around  Washing- 
ton. "Because  of  George's  involvement." 
says  Toll  Welihozkiy  of  the  Office  of  For- 
eign Availability  (OFA).  "everybody  became 
aware  that  this  was  an  agenda  item  that 
needed  to  be  moved  quickly."  But  •quickly" 
has  a  special  meaning  in  Washington.  It  was 
the  spring  of  1985,  more  than  five  years 
after  the  rejection  of  his  first  license,  that 
the  OFA  determined  that  there  was.  in  fact, 
foreign  availability  of  wafering  saws  and 
that  the  item  should  be  decontrolled. 

With  the  OFA  determinations.  Kachajian 
had  established  a  beachhead  within  the  bu- 
reaucracy, but  the  battle  had  only  just 
begun.  Under  the  procedures  of  the  Export 
Administration  Act  of  1985.  OFA  sent  a 
draft  of  its  report  detailing  its  findings  to 
the  Department  of  Defense  for  review  and 
comment,  and.  not  surprisingly.  Defense  dis- 
agreed strongly  with  the  specific  findings, 
with  their  interpretation,  and  p%rticularly 
with  the  impulse  to  decontrol  the  saws.  The 
reaction  touched  off  a  fierce  interagency 
squabble  within  an  Administration  equally 
committed  to  fighting  back  the  Russians 
and  fighting  back  government  restrictions 
on  business. 

"Our  view,"  explained  deputy  undersecre- 
tary Bryen,  "is  that  we  have  very  good  intel- 
ligence, incontrovertible  intelligence,  that 
the  items  .  .  .  will  be  put  to  use  by  the  Sovi- 
ets directly  in  military.  You  know,  in  the 
'70s  we  had  this  great  experiment:  we  were 
going  to  trade  with  the  Russians  and  try  to 
improve  relations.  But  the  basic  bottom  line 
is  that  the  bulk  of  this  stuff  went  right  to 
the  Soviet  military,  and  it  was  used  by  them 
to  modernize  their  military  forces. " 

Replied  Paul  Freedenberg,  assistant  secre- 
tary of  Commerce  for  trade  administration: 
"The  Commerce  Department  sees  to  it  that 
you  have  to  make  a  balance  in  these  types 
of  cases.  You  have  to  decide  to  balance  off 
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immediate  national  security  against  the 
long-term  loss  of  the  defense-industrial 
base,  which,  in  itself,  has  a  national-security 
implication.  If  you  lose,  for  example,  your 
semiconductor  manufacturing  capability,  ul- 
timately you're  undermined,  because  you  no 
longer  have  that  defense  base  to  build  semi- 
conductors. Now  we're  just  talking  in  this 
case  about  one  specific  company,  but  it's  a 
microcosm  of  a  danger— not  something 
that's  immediate,  but  certainly  something 
that,  long  range,  could  be  very  deleterious." 

Confronted  with  implacable  opposition 
from  Defense  once  again.  Kachajian's  spir- 
its wilted,  but  only  for  a  moment.  In  Sep- 
tember 1985.  his  forces  were  joined  by  fresh 
troops.  Stanley  T.  Myers,  president  and 
chief  executive  officer  of  California-based 
Siltec  Corp.  and  a  member  of  the  Semicon- 
ductor Technical  Advisory  Committee 
(TAC).  one  of  nine  such  committees  advis- 
ing the  Commerce  Department  in  various 
high-tech  areas,  wrote  a  letter  about  STC's 
predicament  to  his  fellow  members.  Myers. 
whose  company  uses  wafering  saws,  knew 
firsthand  about  Meyer  &  Burger's  tactics. 
And  in  his  letter,  he  carefully  outlined 
STC's  plight  and  urged  the  committee  to 
action  on  STC's  and  all  U.S.  manufacturers' 
behalf,  ending  with:  "Unless  we  act  quickly 
and  decisively,  we  will  face  the  ironic  cir- 
cumstance of  having  controlled  an  Ameri- 
can technology  into  extinction." 

The  Advisory  Committee  did  act  quickly, 
using  its  powers  under  the  Export  Adminis- 
tration Act  to  force  a  decision  on  Kacha- 
jian's case,  supposedly  within  90  days.  Ka- 
chajian  responded  by  redoubling  his  lobby- 
ing efforts,  enlisting  New  Jersey's  two  sena- 
tors. Bill  Bradley  and  Prank  R.  Lautenberg. 
and  Representative  Marge  Roukema  to  put 
pressure  on  Commerce  secretary  Malcolm 
Baldrige  and  his  aides.  "I  was  in  the  wilder- 
ness for  four  years."  Kachajian  recalls,  "and 
now  I  had  big  names." 

Commerce  was  leaning  toward  a  favorable 
decision,  both  because  of  the  merits  of  Ka- 
chajian's case  and  because  a  positive  deci- 
sion was  important  to  the  credibility  of  the 
Office  of  Foreign  Availability.  Up  to  that 
point,  the  OPA  had  not  produced  one  single 
case  leading  tothe  decontrol  of  any  item  or 
technology  listed  on  the  CCL.  The  business 
conununity  was  becoming  openly  critical.  So 
was  Congress,  which  had  ordered  the  estab- 
lishment of  the  office  six  years  earlier.  But 
there  was  still  the  problem  of  the  Penta- 
gon's unrelenting  opposition.  Pinally.  the 
standoff  between  an  immovable  object  and 
an  irresistible  force  had  reached  an  impasse, 
and  the  case  of  George  Kachajian  and  his 
little  company  at  the  end  of  Spruce  Street 
in  Oakland,  NJ..  was  taken  all  the  way  to 
the  White  House. 

On  May  15  at  10:30  a.m.,  Kachajian  was 
attending  a  meeting  of  the  Semiconductor 
Technical  Advisory  Committee  in  the  huge 
Commerce  building  on  Pennsylvania 
Avenue.  As'Kachajian  remembers  it.  the  20 
members  of  TAC  were  in  their  places 
around  a  large  conference  table  while  as- 
sorted guests  and  observers  chatted  from 
their  seats  around  the  edges  of  the  room. 
Suddenly,  assistant  secretary  Preedenberg 
came  in  and  everyone  fell  silent  as  he  an- 
nounced that,  earlier  that  morning,  he  had 
recommended  to  the  National  Security 
Council  at  the  White  House  that  wafering 
saws  be  decontrolled  for  reasons  of  foreign 
availability.  "Everybody  turned  to  look  at 
me,"  Kachajian  says.  "Then  they  got  up 
and  started  to  congratulate  me.  I  just  sat 
there  like  the  cat  who  swallowed  a  canary, 
but  I  was  afraid  to  smile.  I  still  couldn't  be- 


lieve it. .  .  .  This  happened  after  six  years  of 
busting  my  chops.  When  I  left  that  place.  I 
thought  I  was  walking  on  air." 

Por  the  next  month.  Kachajian  kept  up 
his  pressure  with  telephone  calls,  visits,  and 
a  letter  campaign  that  involved  all  45  em- 
ployees of  his  company.  Then,  in  late  June, 
he  got  a  call  from  a  staff  person  in  Repre- 
sentative Roukema's  office.  The  congress- 
woman  had  just  received  a  letter,  the  caller 
said,  from  John  M.  Poindexter.  the  assistant 
to  the  President  for  national-security  af- 
fairs, which  stated  that  the  council  had 
agreed  with  the  Commerce  Department's 
position  that  the  internal  diameter  saws 
should  be  immediately  decontrolled. 

Kachajian's  first  reaction  was  to  shout  for 
joy.  but  he  knew  better.  Long  experience 
with  the  government  had  taught  him  that 
seldom  were  problems  that  easily  dis- 
patched. And  he  was  right.  The  saws,  the 
letter  continued,  would,  in  fact,  be  decon- 
trolled immediately  for  sale  only  to  noncom- 
munist  countries  such  as  Sweden  and  South 
Korea.  The  letter  went  on  to  say  that.  "Sub- 
sequently, we  will  begin  working  with  our 
allies  to  arrive  at  a  mutually  agreed  upon 
and  orderly  removal  of  COCOM  controls  on 
these  saws  to  controlled  countries." 

In  short.  Kachajian.  who  views  the  re- 
opening of  Eastern  Bloc  markets  as  the  key 
to  the  survival  of  his  company,  still  could 
not  sell  his  saws  to  the  one  market  he 
wanted  in  the  first  place.  And.  at  this 
moment,  that  is  still  where  he  is:  one  hand 
clutching  the  collar  of  his  company  to  keep 
it  from  going  under,  the  other  with  all  its 
fingers  cro.ssed  while  he  waits  for  COCOM 
to  consider  the  issue  sometime  this  year. 

Yet  as  painful  as  it  is  for  him.  Kachajian's 
current  limbo  is  entirely  expressive  of  the 
lack  of  consensus  that  the  current  Adminis- 
tration brings  to  the  issue  of  export  con- 
trols. And  it  is  particularly  expressive  of  a 
regulatory  environment  in  which  the  word 
"resolution"  seems  oddly  to  imply  a  more  or 
less  permanent  state  of  contentiousness. 

At  the  Commerce  Department,  for  exam- 
ple. James  K.  Pont,  the  director  of  the  OPA. 
speaks  for  many  of  his  colleagues  when  he 
says  that  the  Kachajian  case  establishes  an 
important  precedent.  Claiming  that  the 
OPA  has  finally  "found  a  path  through  the 
bureaucratic  jungle."  he  predicts  that  over 
the  next  three  to  six  months  there  may  be 
several  more  positive  findings. 

But  at  the  Defense  Department,  the  feel- 
ing is  that  if  there  is  any  kind  of  precedent 
involved,  it  is  only  of  the  worst  possible 
kind.  Pointing  out  that  the  Kachajian  case 
involves  "the  most  sensitive  technology  that 
the  Bloc  can  acquire. "  deputy  undersecre- 
tary Bryen  sees  the  handling  of  the  issue  as 
an  example  of  "poor  leadership "  that  ig- 
nored "the  national  interest."  In  his  opin- 
ion. Commerce  should  have  negotiated  ag- 
gressively with  the  Swiss  to  get  them  to  stop 
sales  in  the  Eastern  Bloc  rather  than  decon- 
trolling U.S.  shipments.  "There  are  plenty 
of  things  the  Swiss  want  from  us,"  he 
argues,  "and  it's  outrageous  that  what  we 
have  is  the  Commerce  Department  laying 
back  and  saying,  "Well,  we  informally  asked 
them  and  they  said  no.'  I  mean,  that's  non- 
sense. They  [the  Swiss]  don't  informally  ask 
when  they  want  something. " 

Bryen  also  makes  it  quite  clear  that 
George  Kachajian's  long  ordeal  is  far  from 
over,  at  least  as  far  as  the  Pentagon  is  con- 
cerned. "Some  of  them  [the  saws]  he  will  be 
allowed  to  sell,"  he  says,  "but  there  will  be 
restrictions,  at  least  if  w^have  anything  to 
say  about  it,  on  what  types  of  saws  he  will 
be  able  to  sell,  and  for  what  size  ingot,  and 
so  on.  It  won't  be  any  open  door." 


Thus,  while  George  Kachajian's  victory 
has  drawn  the  attention  of  the  export  com- 
munity, it  has  not  engendered  much  hope 
for  a  significantly  more  balanced  export- 
control  policy.  If  anything,  many  of  Kacha- 
jian's fellow  exporters  look  at  his  six-year 
ordeal  and  wonder  if  it  only  confirms  their 
worst  fears  about  controls  and  the  future 
competitiveness  of  American  manufacturers 
abroad.  Larry  L.  Hansen,  executive  vice- 
president  of  Varian  Associates  Inc..  manu- 
facturers of  such  items  as  ion  implanters 
and  chemical  vapor  deposition  reactors,  re- 
sponds to  the  Kachajian  case  with  a  mix- 
ture of  admiration  and  horror:  ""George  put 
in  an  enormous  amount  of  effort  to  get 
that,  and  that's  a  very  mundane  piece  of 
equipment.  I  mean  who  in  the  hell  can't 
make  a  crystal  slicer?  For  him  to  have  had 
to  put  in  that  much  effort,  and  get  that 
many  people  involved  to  get  the  relief  that 
he  got  is  an  incredible  thing,  absolutely  in- 
credible." 

"Sometimes  there's  a  little  voice  inside 
me."  says  Kachajian,  "that  asks:  What  are 
you  so  happy  about?  All  this  means  is  that 
you  can  do  what  you  should've  been  able  to 
do  along.'"  Maybe.* 


YSLETA  DEL  SUR  PUEBLO  AND 
ALABAMA  AND  COUSHATTA 
INDIAN  TRIBES  OF  TEXAS  RES- 
TORATION ACT 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  all  action  be 
vitiated  on  H.R.  1344  and  that  it  be 
placed  back  on  the  calendar. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


DEFENSE  PRODUCTION  ACT 
AUTHORIZATION 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate 
now  turn  to  Calendar  991,  H.R.  5480, 
the  Defense  Production  Act  authoriza- 
tion. 

The  PRESIDING  OFFICER.  The 
bill  will  be  stated  by  title. 

The  assistant  legislative  clerk  read 
as  follows: 

A  bill  (H.R.  5480)  to  extend  the  expiration 
date  of  the  Defense  Production  Act  of  1950 
and  to  authorize  appropriations  for  pur- 
poses of  such  act. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  immediate  con- 
sideration of  the  bill? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill. 

AMENDMENT  NO.  3031 

(Purpose:  to  delay  for  1  year  the  effective 
date  of  section  116  of  the  Export  Adminis- 
tration Amendments  Act  of  1985.) 
Mr.  DOLE.  Mr.  President,  I  send  an 
amendment  to  the  desk  on  behalf  of 
Senator  Garn  and  ask  for  its  immedi- 
ate consideration. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  Kansas  [Mr.  Dole],  for 
Mr.  Garn,  proposes  an  amendment  num- 
bered 3031. 
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Mr.  DOLE.  Mr.  President.  I  ask 
unanimous  consent  that  further  read- 
ing of  the  amendment  be  dispensed 
with. 

The  PRESIDING  OFFICER.  With- 
out objection  it  is  so  ordered. 

The  amendment  is  as  follows: 

At  the  end  of  the  bill,  add  the  following: 

SEC.  5.  AMENDMKNT  TO  KXPORT  ADMINISTRATION 
AMENDMENTS  ACT  OK  19S5. 

Section  116(d)  of  the  Export  Administra- 
tion Amendments  Act  of  1985  is  amended  by 
striking  "October  1,  1986"  and  inserting  in 
lieu  thereof  "October  1,  1987". 

Mr.  DOLE.  Mr.  President,  I  move 
adoption  of  the  amendment. 

The  PRESIDING  OFFICER.  Is 
there  further  debate?  If  not,  the  ques- 
tion is  on  agreeing  to  the  amendment. 

The  amendment  (No.  3031)  was 
agreed  to. 

The  PRESIDING  OFFICER.  If 
there  be  no  further  amendment  to  be 
proposed,  the  question  is  on  the  en- 
grossment of  the  amendment  and 
third  reading  of  the  bill. 

The  amendment  was  ordered  to  be 
engrossed  and  the  bill  to  be  read  a 
third  time. 

The  bill  was  read  a  third  time. 

The  PRESIDING  OFFICER.  The 
bill  having  been  read  the  third  time, 
the  question  is.  Shall  it  pass? 

So  the  bill  (H.R.  5480),  as  amended, 
was  passed. 

Mr.  DOLE.  Mr.  President,  I  move  to 
reconsider  the  vote  by  which  the  bill, 
as  amended,  was  passed. 

Mr.  BYRD.  Mr.  President,  I  move  to 
lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


S.  2880— TO  PROVIDE  A  TEMPO- 
RARY EXTENSION  OF  THE 
INTERSTATE  TRANSFER  DEAD- 
LINE FOR  H-3 

Mr.  BYRD.  Mr.  President,  I  send  to 
the  desk  a  bill  I  introduced  on  behalf 
of  Mr.  INOUYE  for  himself  and  Mr. 
Matsunaga.  I  ask  unanimous  consent 
that  the  bill  be  held  at  the  desk  until 
the  close  of  business  on  tomorrow. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


EXECUTIVE  CALENDAR 

Mr.  DOLE.  Mr.  President,  I  ask  if 
the  minority  leader  is  prepared  to  con- 
sider the  following  items  on  the  execu- 
tive calendar:  Calendar  No.  1026,  Cal- 
endar No.  1042,  Calendar  No.  1043, 
Calendar  No.  1044,  Calendar  No.  1045, 
Calendar  No.  1046,  and  Calendar  No. 
1048. 

Mr.  BYRD.  Mr.  President,  these 
nominees  that  have  been  identified  by 
the  majority  leader  have  been  cleared 
by  all  Members  on  this  side.  We  are 
ready  to  proceed  with  the  confirma- 
tion thereof. 

Mr.  DOLE.  Mr.  President,  I  thank 
the  distinguished  minority  leader. 


EXECUTIVE  SESSION 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate  go 
into  executive  session  to  consider  the 
nominations  just  identified. 

There  being  no  objection,  the  Senate 
proceeded  to  the  consideration  of  ex- 
ecutive business. 

The  PRESIDING  OFFICER.  The 
nominations  will  be  stated. 

Mr.  DOLE.  I  ask  unanimous  consent 
that  the  nominations  be  considered  en 
bloc  and  confirmed  en  bloc. 

The  PRESIDING  OFFICER.  With- 
out objection,  the  nominations  are 
considered  en  bloc  and  confirmed  en 
bloc. 

Mr.  DOLE.  Mr.  President,  I  move  to 
reconsider  the  vote  by  which  the 
nominations  were  considered  and  con- 
firmed en  bloc. 

Mr.  BYRD.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

The    nominations    considered    and 
confirmed  en  bloc  are  as  follows: 
Department  of  Defense 

Richard  P.  Godwin,  of  California,  to  be 
Under  Secretary  of  Defense  for  Acquisition. 
Department  of  Commerce 

Louis  F.  Laun,  of  New  York,  to  be  an  As- 
sistant Secretary  of  Commerce,  vice  Joseph 
P.  Dennin,  resigned. 

The  Judiciary 

Diarmuid  F.  O'Scannlain,  of  Oregon,  to  be 
U.S.  Circuit  Judge  for  the  Ninth  Circuit. 

Frederic  N.  Smalkin,  of  Maryland,  to  be 
U.S.  District  Judge  for  the  District  of  Mary- 
land. 

James  L.  Graham,  of  Ohio,  to  be  U.S.  Dis- 
trict Judge  for  the  Southern  District  of 
Ohio. 

Department  of  Justice 

George  Landon  Phillips,  of  Mississippi,  to 
be  U.S.  Attorney  for  the  Southern  District 
of  Mississippi  for  the  term  of  4  years. 
The  Judiciary 

Thomas  B.  Wells,  of  Georgia,  to  be  a 
Judge  of  the  U.S.  Tax  Court  for  a  term  ex- 
piring 15  years  after  he  takes  office. 

Mr.  DOLE.  I  ask  unanimous  consent 
that  the  President  be  immediately  no- 
tified that  the  Senate  has  given  its 
consent  to  these  nominations. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
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The  PRESIDING  OFFICER, 
out  objection,  it  is  so  ordered. 

routine  morning  business 
Mr.  DOLE.  Following  the  recogni- 
tion of  the  two  leaders  under  the 
standing  order,  I  ask  unanimous  con- 
sent there  be  a  period  for  the  transac- 
tion of  routine  morning  business  not 
to  extend  beyond  10  a.m.  with  Sena- 
tors permitted  to  speak  therein  for  not 
more  than  5  minutes  each. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


LEGISLATIVE  SESSION 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate 
return  to  the  consideration  of  legisla- 
tive business. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ORDERS  FOR  TOMORROW 

RECESS  UNTIL  9:30  A.M. 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  when  the 
Senate  completes  its  business  today,  it 
stand  in  recess  until  the  hour  of  9:30 
a.m.  on  Friday,  September  26,  1986. 


PROGRAM 


Mr.  DOLE.  At  10  a.m.  we  will  begin 
consideration  of  the  Drug  Enforce- 
ment Act.  At  that  time  the  distin- 
guished Senator  from  Connecticut  will 
be  recognized  to  make  his  point  of 
order.  I  hope  we  can  work  out  a  sched- 
ule to  accommodate  all  Senators.  I 
know  it  is  a  very  busy  time,  with  a  lot 
of  conferences;  there  are  a  lot  of  con- 
flicts, but  I  would  hope  that  we  could 
make  some  headway  on  the  drug  bill 
tomorrow,  then  start  on  the  tax 
reform  conference  report.  I  am  advised 
that  the  House  just  passed  the  con- 
tinuing resolution  by  one  vote,  so  that 
will  be  coming  over  here  and  we  hope 
to  be  on  that  Monday  and  Tuesday. 
There  will  be  a  late  session  tomorrow 
evening  and  there  will  be  a  session  on 
Saturday  of  this  week. 


RECESS  UNTIL  9:30  A.M. 
TOMORROW 

Mr.  DOLE.  There  being  no  further 
business  to  come  before  the  Senate,  I 
move  we  stand  in  recess  until  9:30  a.m. 
Friday,  September  26.  1986. 

The  motion  was  agreed  to;  and,  at 
8:39  p.m.,  the  Senate  recessed  until 
Friday,  September  26,  1986,  at  9:30 
a.m. 


NOMINATIONS 


Executive  nominations  received  by 
the  Senate  September  25,  1986: 
In  the  Army 

The  following-named  officers  for  appoint- 
ment to  the  grade  indicated,  under  the  pro- 
visions of  title  10.  United  States  Code,  sec- 
tion 601(a),  in  conjunction  with  their  assign- 
ment to  positions  of  importance  and  respon- 
sibility, designated  as  such  by  the  President 
under  title  10,  United  States  Code,  section 
601(a): 

To  be  general 

Lt  Gen.  James  J.  Undsay,  XXX-XX-XXXX, 
U.S.  Army. 

To  be  lieutenant  general 

Maj.  Gen.  John  W.  Foss.  XXX-XX-XXXX,  U.S. 
Army. 

Department  of  Housing  and  Urban 
Development 
Judith  Y.  Brachman.  of  Ohio,  to  be  an  As- 
sistant Secretary  of  Housing  and  Urban  De- 
velopment, vice  Antonio  Monroig,  resigned. 
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National  Institute  of  Building  Sciences 
Fred  E.  Hummel,  of  California,  to  be  a 
member  of  the  Board  of  Directors  of  the 
National  Institute  of  Building  Sciences  for  a 
term  expiring  September  7,  1989,  reappoint- 
ment. 


CONFIRMATIONS 

Executive  nominations  confirmed  by 
the  Senate  September  25,  1986: 


Department  of  Defense 
Richard  P.  Godwin,  of  California,  to  be 
Under  Secretary  of  Defense  for  Acquisition. 
Department  of  Commerce 
Louis  F.  Laun,  of  New  York,  to  be  an  As- 
sistant Secretary  of  Commerce. 
The  Judiciary 
Thomas   B.   Wells,   of   Georgia,   to   be   a 
judge  of  the  U.S.  Tax  Court  for  a  term  ex- 
piring 15  years  after  he  takes  office. 

The  above  nominations  were  approved 
subject  to  the  nominees'  commitment  to  re- 
spond  to   requests   to   appear   and   testify 


before  any  duly  constituted  committee  of 
the  Senate. 

Diarmuid  P.  O'Scannlain.  of  Oregon,  to  be 
U.S.  circuit  judge  for  the  Ninth  Circuit. 

Frederic  N.  Smalkin.  of  Maryland,  to  be 
U.S.  district  judge  for  the  district  of  Mary- 
land. 

James  L.  Graham,  of  Ohio,  to  be  U.S.  dis- 
trict judge  for  the  southern  district  of  Ohio. 

Department  of  Justice 
George  Landon  Phillips,  of  Mississippi,  to 
be  U.S.  attorney  for  the  southern  district  of 
Mississippi  for  the  term  of  4  years. 
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The  House  met  at  10  a.m. 

Rev.  Chuck  Patterson,  the  Apostolic 
Church,  Pontiac,  MI,  offered  the  fol- 
lowing prayer: 

Father  God,  in  the  name  of  Jesus, 
we  come  unto  Thee  again.  We  praise 
You  that  You  have  found  it  pleasant 
unto  Thyself  that  we  should  be 
blessed  with  a  body  free  of  sickness. 
We  thank  You  that  You  have  not 
given  us  the  spirit  of  fear  but  a  spirit 
of  concern  and  understanding  while 
we  pursue  the  knowledge  to  the  many 
opportunities  which  will  bring  a 
higher  quality  of  life  to  all  people  of 
this  Nation  and  world.  We  realize  that 
this  cannot  be  accomplished  by  our 
power,  or  by  our  might,  but  it  is  possi- 
ble by  Your  spirit. 

Lord  Jesus,  we  seek  Your  help 
throughout  this  day.  Have  mercy  on 
the  lonely.  Lift  up  the  fallen.  Show 
Yourself  to  the  needy.  Raise  up  the 
weak.  Comfort  the  fainthearted.  Let 
everyone  know  that  You  alone  are 
God. 

Let  each  one  of  us  be  as  the  One 
who  dwells  in  the  secret  place  of  the 
Most  High.  Let  us  abide  humbly  in  the 
shadow  of  the  Almighty.  We  shall  say 
of  the  Lord,  "He  is  my  refuge  and  my 
fortress;  My  God,  in  Him  I  will  trust." 
Amen. 


THE  JOURNAL 


The  SPEAKER.  The  Chair  has  ex- 
amined the  Journal  of  the  last  day's 
proceedings  and  announces  to  the 
House  his  approval  thereof. 

Pursuant  to  clause  1.  rule  I,  the 
Journal  stands  approved. 

Mr.  RUSSO.  Mr.  Speaker,  pursuant 
to  clause  1,  rule  I,  I  demand  a  vote  on 
agreeing  to  the  Speaker's  approval  of 
the  Journal. 

The  SPEAKER.  The  question  is  on 
the  Chair's  approval  of  the  Journal. 

The  question  was  taken;  and  the 
Speaker  announced  that  the  ayes  ap- 
peared to  have  it. 

Mr.  RUSSO.  Mr.  Speaker,  I  object  to 
the  vote  on  the  ground  that  a  quorum 
is  not  present  and  make  the  point  of 
order  that  a  quorum  is  not  present. 

The  SPEAKER.  Evidently  a  quorum 
is  not  present. 

The  Sergeant  at  Arms  will  notify 
absent  Members. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  271,  nays 
120,  answered  "present"  5,  not  voting 
36,  as  follows: 


Abercrombie 

Ackerman 

Akaka 

Alexander 

Anderson 

Andrews 

Annunzio 

Anthony 

Applegate 

Archer 

Aspin 

Atkins 

AuCoin 

Barnard 

Barnes 

Bateman 

Bates 

Bedell 

Beilenson 

Bennett 

Berman 

Bevill 

Biaggi 

Boggs 

Boner  (TN) 

Bonior  (Ml) 

Borski 

Bosco 

Boucher 

Boxer 

Brooks 

Broomfield 

Brown  (CA) 

Bruce 

Bryant 

Bustamante 

Byron 

Callahan 

Carper 

Carr 

Chapman 

dinger 

Coelho 

Collins 

Combest 

Cooper 

Coyne 

Daniel 

Darden 

Daschle 

Daub 

Davis 

de  la  Garza 

Dellums 
.Derrick 
'Dicks 

DioGuardi 

Donnelly 

Dorgan  (ND) 

Dowdy 

Downey 

Duncan 

Durbin 

Dwyer 

Dymally 

Early 

Eckart  (OH) 

Eckert  (NY) 

Edwards  (CA) 

English 

Erdreich 

Evans  (ID 

Fascell 

Fazio 

Feighan 

Fish 

Flippo 

Florio 

Foglietta 

Foley 

Fowler 

Prank 


[Roll  No.  410] 
YEAS-271 

Frost 

Puqua 

Garcia 

Gejdenson 

Gibbons 

Gilman 

Glickman 

Gonzalez 

Gordon 

Gradison 

Gray  (ID 

Gray  (PA) 

Green 

Guarini 

Hall  (OH) 

Hall.  Ralph 

Hamilton 

Hartnett 

Hatcher 

Hawkins 

Hayes 

Hefner 

Hertel 

Hillis 

Holt 

Hopkins 

Horton 

Howard 

Hubbard 

Huckaby 

Hughes 

Hutto 

Hyde 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 

Jones  (OK) 

Jones  (TN) 

Kanjorski 

Kaptur 

Kasich 

Kastenmeier 

Kemp 

Kennelly 

Kildee 

Kleczka 

Kolter 

Kostmayer 
LaPalce 

Lantos 

Latta 

Lealh  (TX) 

Lehman  (CA) 

Lehman  (PL) 

Leland 

Levin  (MI) 

Levine  (CA) 

Lipinski 

Lujan 

Luken 

Lundine 

Lungren 

Manton 

Markey 

Martinez 

Malsui 

Mavroules 

Mazzoli 

McCain 

McCloskey 

McCurdy 

McDade 

McEwen 

McHugh 

McKinney 

Meyers 

Mica 

Michel 

Mikulski 

Miller  (CA) 

Miller  (WA) 


Mineta 

Moakley 

MoUohan 

Montgomery 

Moody 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Murphy 

Murtha 

Myers 

Natcher 

Neal 

Nelson 

Nichols 

Nowak 

Oakar 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Panetta 

Pease 

Pepper 

Perkins 

Petri 

Pickle 

Price 

Pursell 

Quillen 

Rahall 

Ray 

Regula 

Reid 

Richardson 

Rinaldo 

Ritter 

Robinson 

Rodino 

Roe 

Rogers 

Rose 

Rostenkowski 

Rowland  (GAi 

Roybal 

Russo 

Sabo 

Scheuer 

Schneider 

Schulze 

Schumer 

Seiberling 

Sharp 

Shelby 

Shumway 

Sisisky 

Skelton 

Slattery 

Smith  (FD 

Smith  <IA) 

Smith  (NE) 

Smith  (NJ) 

Snyder 

Solarz 

Spence 

Spratt 

St  Germain 

Staggers 

Stallings 

St rat ton 

Studds 

Swift 

Synar 

Tallon 

Tauzin 

Taylor 

Thomas  (GA) 

Torres 

Torricelli 

Towns 

Traficant 


Traxler 

Weaver 

Wortley 

Udall 

Weiss 

Wright 

Valentine 

Wheat 

Wyden 

Vento 

Whitley 

Wylie 

Visclosky 

Whitten 

Yates 

Volkmer 

Williams 

Yatron 

Walgren 

Wlrth 

Young  (MO) 

Watkins 

Wise 

Waxman 

Wolpe 
NAYS- 120 

Armey 

Hansen 

Roberts 

Badham 

Hendon 

Roemer 

Bartlett 

Henry 

Roth 

Barton 

Hiler 

Roukema 

Bereuter 

Hanter 

Rowland  (CT) 

Bilirakis 

Ireland 

Rudd 

Bliley 

Jacobs 

Sax ton 

Boehlert 

Kindness 

Schaefer 

Boulter 

Kolbe 

Schroeder 

BrowTi  (CO) 

Kramer 

Schuetle 

Burton  (IN) 

Lagomarsino 

Sensenbrenner 

Chappie 

Leach  (lA) 

Shaw 

Cheney 

Lent 

Shuster 

Coats 

Lewis  (CA) 

Sikorski 

Cobey 

Lewis  (FL) 

Siljandef 

Coble 

Lightfoot 

Skeen 

Coleman  (MO) 

Livingston 

Slaughter 

Conte 

Uoyd 

Smith.  Denny 

Coughlin 

Loeffler 

(OR) 

Courier 

Lott 

Smith.  Robert 

Crane 

Lowry  (WA) 

(NH) 

Dannemeyer 

Mack 

Smith.  Robert 

DeLay 

Marlenee 

(OR) 

DeWine 

Martin  (ID 

Snowe 

Dickinson 

Martin  (NY) 

Solomon 

Dornan  (CA) 

McCandless 

Stangeland 

Dreier 

MoCollum 

Slenholm 

Edgar 

McGrath 

Strang 

Emerson 

McKeman 

Stump 

Evans  (lAi 

McMillan 

Sundquist 

Fawell 

Miller  (OH) 

Swindall 

Fiedler 

Mitchell 

Tauke 

Fields 

Molinari 

Thomas  (CA) 

Frenzel 

Monson 

Vander  Jagt 

Gallo 

Moorhead 

Vucanovich 

Gekas 

Nielsen 

Walker 

Gingrich 

Oxley 

Weber 

Goodling 

Packard 

Whitlaker 

Gregg 

Penny 

Wolf 

Gunderson 

Porter 

Young  (AK) 

Hammerschmidt  Ridge 

Zschau 

ANSWERED  -PRESENT'-S 

Chappell 

Long 

Pashayan 

Clay 

Parris 

NOT  VOTING- 

-36 

Bentley 

Dingell 

MacKay 

Boland 

Dixon 

Madigan 

Bonker 

Dyson 

Moore 

Breaux 

Edwards  (OK) 

Rangel 

Burton  (CA) 

Ford  (MI) 

Savage 

Campbell 

Ford  (TN) 

Stark 

Carney 

Franklin 

Stokes 

Chandler 

Gaydos 

Sweeney 

Coleman  (TXi 

Gephardt 

Waldon 

Conyers 

Grotberg 

Whitehunt 

Craig 

Hoyer 

Wilson 

Crockett 

Lowery  (CA) 
n  1020 

Young (PL)   . 

Mr.      ROWLAND     of 

Connecticut 

changed  his  vote  from 

•present"  to 

"nay." 

So  the  Journal  was  approved. 

The    result    of    the    vote    was 
nounced  as  above  recorded. 


an- 


D  This  symbol  represents  the  time  of  day  during  the  House  proceedings,  e.g.,  D  1407  is  2:07  p.m. 
Matter  set  in  this  typeface  indicates  words  inserted  or  appended,  rather  than  spolcen,  by  a  Member  of  the  House  on  the  floor. 
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SUNDRY  MESSAGES  FROM  THE 
PRESIDENT 

Sundry  messages  in  writing  from  the 
President  of  the  United  States  were 
communicated  to  the  House  by  Mrs. 
Emery,  one  of  his  secretaries,  who  also 
informed  the  House  that  on  the  fol- 
lowing dates  the  President  approved 
and  signed  bills  and  joint  resolutions 
of  the  House  of  the  following  titles: 
On  August  21.  1986: 

H.J.  Res.  683.  Joint  resolution  to  provide 
for  a  temporary  prohibition  of  strikes  or 
lockouts  with  respect  to  the  Maine  Central 
Railroad  Co.  and  Portland  Terminal  Co. 
labor-management  dispute: 

H.R.  4184.  An  act  to  authorize  appropria- 
tions to  the  National  Science  Foundation 
for  fiscal  year  1987,  and  for  other  purposes; 
and 

H.R.  5395.  An  act  to  increase  the  statutory 
limit  on  the  public  debt. 
On  August  23.  1986: 

H.J.  Res.  377.  Joint  resolution  to  designate 
December  5.  1986.  as  "Walt  Disney  Recogni- 
tion Day." 

H.J.  Res.  529.  Joint  resolution  designating 
the  week  of  September  21,  1986.  through 
September  27,  1986,  as  "Emergency  Medical 
Services  Week": 

H.J.  Res.  630.  Joint  resolution  designating 
the  college  of  William  and  Mary  as  the  offi- 
cial U.S.  representative  to  the  Tercentenary 
Celebration  of  the  Glorious  Revolution  to 
be  celebrated  jointly  in  the  United  States. 
The  Netherlands,  and  the  United  Kingdom; 

H.J.  Res.  642.  Joint  resolution  to  designate 
the  week  beginning  May  17,  1987.  as  "Na- 
tional Tourism  Week": 

H.R.  483.  An  act  for  the  relief  of  Edwin 
Marcos  Ricos  (also  known  as  Marcos  Edwin 
Rios)  and  Geovanna  Rios: 

H.R.  850.  An  act  to  modify  the  boundary 
of  the  Humboldt  National  Forest  in  the 
State  of  Nevada,  and  for  other  purposes; 

H.R.  1693.  An  act  for  the  relief  of  Enrique 
Montano  Ugarte: 

H.R.  1757.  An  act  for  the  relief  of  Leonard 
Leslie  Gambie: 

H.R.  1963.  An  act  to  increase  the  develop- 
ment ceiling  at  Allegheny  Portage  Railroad 
National  Historic  Site  and  Johnstown  Flood 
National  Memorial  in  Pennsylvania,  and  for 
other  purposes,  and  to  provide  for  the  pres- 
ervation and  interpretation  of  the  Johns- 
town Flood  Museum  in  the  Cambria  County 
Library  Building,  Pennsylvania; 

H.R.  3093.  An  act  for  the  relief  of  Juan 
Ricardo  McRae: 

H.R.  3154.  An  act  for  the  relief  of  John 
Patrick  Brady,  Ann  M.  Brady,  and  Mark  P. 
Brady: 

H.R.  3212.  An  act  to  declare  that  the 
United  States  holds  certain  lands  in  trust 
for  the  Reno  Sparks  Indian  Colony: 

H.R.  3323.  An  act  for  the  relief  of  Alexan- 
der Lockwood: 

H.R.  3365.  An  act  for  the  relief  of  Moun- 
taha  Bou-Assali  Saad; 

H.R.  3556.  An  act  to  provide  for  the  ex- 
change of  land  for  the  Cape  Henry  Memori- 
al Site  in  Fort  Story,  VA:  and 

H.R.  3577.  An  act  for  the  relief  of  Milanie 
C.  Escobal  Norman. 

On  August  27.  1986: 

H.R.  1343.  An  act  to  authorize  the  use  of 
funds  from  rental  of  floating  drydock  and 
other  marine  equipment  to  support  the  Na- 
tional Maritime  Museum  in  San  Francisco, 
CA,  and  for  other  purposes: 

H.R.  2478.  An  act  to  amend  the  Revised 
Organic  Act  of  the  Virgin  Islands,  to  amend 
the  Covenant  to  Establish  a  Commonwealth 


of  the  Northern  Mariana  Islands,  to  amend 
the  Organic  Act  of  Guam,  to  provide  for  the 
governance  of  the  insular  areas  of  the 
United  States,  and  for  other  purpo.ses: 

H.R.  3108.  An  act  to  amend  title  17, 
United  States  Code,  »o  clarify  the  definition 
of  the  local  service  area  of  a  primary  trans- 
mitter in  the  case  of  a  low  power  television 
station: 

H.R.  3554.  An  act  to  provide  for  the  resto- 
ration of  the  Federal  trust  relationship 
with,  and  Federal  services  and  assistance  to, 
the  Klamath  Tribe  of  Indians  and  the  indi- 
vidual members  thereof  consisting  of  the 
Klamath  and  Modoc  tribes  and  the  Yahoos- 
kin  Band  of  Snake  Indians,  and  for  other 
purposes: 

H.R.  4151.  An  act  to  provide  enhanced  dip- 
lomatic security  and  combat  international 
terrorism,  and  for  other  purposes:  and 

H.R.  5371.  An  act  to  extend  until  Septem- 
ber 15,  1986,  the  emergency  acquisition  and 
net  worth  guarantee  provisions  of  the  Garn- 
St  Germain  Depository  Insitutions  Act  of 
1982. 

On  August  28,  1986: 

H.J.  Res.  713.  Joint  resolution  making  a 
repayable  advance  to  the  hazardous  sub- 
stance response  trust  fund: 

H.R.  1260.  An  act  for  the  relief  of  Joe  Her- 
ring: 

H.R.  3132.  An  act  to  amend  chapter  44,  of 
title  18,  United  States  Code,  to  regulate  the 
manufacture,  importation,  and  sale  of 
armor  piercing  ammunition,  and  for  other 
purposes: 

H.R.  4331.  An  act  to  authorize  the  Secre- 
tary of  Agriculture  to  make  grants  for  the 
purposes  of  establishing  institutes  of  rural 
technology  development;  and 

H.R.  4393.  An  act  to  consolidate  and  im- 
prove provisions  of  law  relating  to  absentee 
registration  and  voting  in  elections  for  Fed- 
eral office  by  members  of  uniformed  serv- 
ices and  persons  who  reside  overseas. 
On  August  29,  1986: 

H.R.  4843.  An  act  to  provide  for  a  mini- 
mum price  and  an  alternative  production 
rate  for  petroleum  produced  from  the  naval 
petroleum  reserves,  and  for  other  purposes. 
On  September  16,  1986: 

H.J.  Res.  580.  Joint  resolution  to  designate 
the  week  beginning  September  7,  1986,  as 
"National  Freedom  of  Information  Act 
Awareness  Week." 

On  September  19,  1986: 

H.R.  4329.  An  act  to  authorize  United 
States  contributions  to  the  International 
Fund  established  pursuant  to  the  November 
15.  1985,  agreement  between  the  United 
Kingdom  and  Ireland,  as  well  as  other  as- 
sistance. 

On  September  23,  1986: 

H.J.  Res.  60.  Joint  resolution  to  designate 
the  week  beginning  September  15.  1986,  as 
"National  School-Age  Child  Care  Awareness 
Week." 

H.R.  1783.  An  act  for  the  relief  of  Mary  E. 
Stokes:  and 

H.R.  3443.  An  act  to  designate  the  Closed 
Basin  conveyance  channel  of  the  Closed 
Basin  Division,  San  Luis  Valley  project,  Col- 
orado, as  the  "Franklin  Eddy  Canal." 


MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate  by  Mr. 
Hallen,  one  of  its  clerks,  announced 
that  the  Senate  had  passed  without 
amendment  a  bill,  joint  resolutions, 
and  a  concurrent  resolution  of  the 
House  of  the  following  titles: 


H.R.  5506.  An  act  to  amend  the  Interna- 
tional Claims  Settlement  Act  of  1949  to  pro- 
vide that  the  value  of  claims  be  based  on 
the  fair  market  value  of  the  property  taken; 

H.J.  Res.  547.  Joint  resolution  to  designate 
October  1986  as  "Polish  American  Heritage 
Month"; 

H.J.  Res.  611.  Joint  resolution  to  designate 
the  period  of  December  1,  1986,  through  De- 
cember 7,  1986,  as  National  Aplastic  Anemia 
Awareness  Week": 

H.J.  Res.  710.  Joint  resolution  to  designate 
the  week  beginning  October  12,  1986.  as 
"National  Children's  Television  Awareness 
Week": 

H.J.  Res.  721.  Joint  resolution  to  designate 
the  week  of  October  12,  1986,  through  Octo- 
ber 18,  1986,  as  "National  Job  Skills  Week": 
and 

H.  Con.  Res.  375.  Concurrent  resolution 
designating  the  1987  U.S.  Capitol  Historical 
Society  "We  The  People"  calendar  as  the  of- 
ficial congressional  calendar  for  the  Bicen- 
tennial of  the  U.S.  Constitution." 

The  message  also  announced  that 
the  Senate  had  passed  with  amend- 
ments in  which  the  concurrence  of  the 
House  is  requested,  a  bill  and  joint  res- 
olution of  the  House  of  the  following 
titles: 

H.R.  4759.  An  act  to  authorize  appropria- 
tions for  fiscal  year  1987  for  intelligence  and 
intelligence-related  activities  of  the  U.S. 
government,  the  intelligence  community 
staff,  and  the  Central  Intelligence  Agency 
retirement  and  disability  .system,  and  for 
other  purposes: 

H.J.  Res.  686.  Joint  resolution  to  designate 
August  12,  1986.  as  "National  Civil  Rights 
Day." 

The  message  also  announced  that 
the  Senate  insists  upon  its  amendment 
to  the  bill  (H.R.  4759)  An  act  to  au- 
thorize appropriations  for  fiscal  year 
1987  for  intelligence  and  intelligence- 
related  activities  of  the  U.S.  Govern- 
ment, the  intelligence  community 
staff,  and  the  Central  Intelligence 
Agency  retirement  and  disability 
system,  and  for  other  purposes."  re- 
quests a  conference  with  the  House  on 
the  disagreeing  votes  of  the  two 
Houses  thereon,  and  appoints  Mr. 
DuRENBERGER,  Mr.  RoTH.  Mr.  Cohen, 
Mr.  Hatch.  Mr.  Murkowski.  Mr.  Spec- 
ter, Mr.  Hecht.  Mr.  McConnell,  Mr. 
Leahy,  Mr.  Bentsen,  Mr.  Nunn,  Mr. 
Eagleton.  Mr.  Hollings.  Mr.  Boren. 
and  Mr,  Bradley.  From  the  Commit- 
tee on  Armed  Services:  Mr.  Warner, 
and  Mr.  Hart  to  be  the  conferees  on 
the  part  of  the  Senate. 

The  message  also  announced  that 
the  Senate  agrees  to  the  amendments 
of  the  House  to  the  bill  (S,  2294)  "An 
act  to  reauthorize  certain  programs 
under  the  Education  of  the  Handi- 
capped Act.  to  authorize  an  early 
intervention  program  for  handicapped 
infants,  and  for  other  purposes." 

The  message  also  announced  that 
the  Senate  had  passed  a  bill  and  joint 
resolutions  of  the  following  titles,  in 
which  the  concurrence  of  the  House  is 
requested: 

S.  2048.  An  act  to  encourage  international 
efforts  to  designate  the  shipwreck  of  the 
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R.M.S.  Titanic  as  an  international  maritime 
memorial  and  to  provide  for  reasonable  re- 
search, exploration,  and,  if  ap)propriate,  sal- 
vage activities  with  respect  to  the  ship- 
wreck; 

S.J.  Res.  339.  Joint  resolution  to  designate 
the  week  of  November  30,  1986,  through  De- 
cember 6,  1986,  as  "National  Home  Care 
Week";  and 

S.J.  Res.  395.  Joint  resolution  to  designate 
the  period  October  1,  1986,  through  Septem- 
ber 30,  1987.  as  "National  Institutes  of 
Health  Centennial  Year." 


REV.  CHUCK  PATTERSON 

(Mr.  CARR  asked  and  was  given  per- 
mission to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  CARR.  Mr.  Speaker,  it  is  my 
honor  to  host  the  Reverend  Chuck 
Patterson  as  the  guest  chaplain.  Rev- 
erend Patterson  hails  from,  originally, 
Charlotte,  NC.  He  and  his  lovely  wife 
Irene  have  lived  in  Pontiac.  MI,  for 
the  last  13  years  where  he  is  the 
pastor  at  the  Apostolic  Church  in  Pon- 
tiac and  is  well  known  as  a  leader  in 
our  community.  He  helped  develop  the 
Child  Development  Center  in  Pontiac 
in  connection  with  the  Apostolic 
Church.  Through  this  center  he  has 
helped  shape  the  future  of  many  chil- 
dren in  our  area.  He  has  served  many 
elected  officials,  and  he  has  in  fact 
served  in  the  city  government  of  Pon- 
tiac giving  of  his  time  to  further  repre- 
sentative government. 

Mr.  Speaker,  he  is  my  friend  and  he 
is  an  inspiration  to  those  of  us  in  the 
Pontiac  area.  I  look  forward  to  intro- 
ducing him  to  my  many  colleagues. 


H.R.  4142,  THE  GENERAL  AVIA- 
TION TORT  REFORM  ACT  OF 
1986 

(Mr.  WHITTAKER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  r6m3.rlcs  ) 

Mr.  WHITTAKER.  Mr.  Speaker,  for 
roughly  a  decade  the  issue  of  product 
liability  reform  has  been  debated  in 
the  Congress.  While  we  debate  this 
issue,  American  industries  are  being 
overwhelmed  by  product  liability 
awards  that  are  beyond  reason.  The 
general  aviation  industry  has  been 
particularly  hard  hit. 

The  U.S.  general  aviation  industry  is 
experiencing  its  most  severe  recession 
in  history.  The  industry  delivered  only 
2,033  airplanes  in  1985  compared  to 
17.811  units  in  1978.  In  1985.  the  in- 
dustry recorded  a  trade  deficit  of  $481 
million.  These  are  not  simply  abstract 
numbers;  what  they  mean  is  a  loss  of 
jobs  for  American  workers. 

The  major  general  aviation  manu- 
facturers are  currently  experiencing 
66  percent  unemployment.  Two-thirds 
of  the  jobs  in  this  industry  have  been 
lost.  Since  1980.  15,000  jobs  have  been 
lost  in  Wichita.  KS.  alone. 


According  to  the  Department  of 
Commerce,  one  of  the  primary  causal 
factors  behind  the  industry's  down- 
turn is  the  cost  of  the  product  liability 
system.  In  1985.  industry  cost  for  prod- 
uct liability  exposure  was  $70,000  for 
each  airplane  built  and  delivered.  Pro- 
jections for  1986  indicate  this  figure 
will  go  over  $100,000  per  airplane.  It 
should  be  noted  that  for  the  general 
aviation  industry,  this  is  not  an  insur- 
ance problem.  These  manufacturers 
are  almost  totally  self-insured  for  the 
primary  layers  of  insurance  coverage. 

If  action  is  not  taken  to  reform  the 
product  liability  laws,  the  general  avia- 
tion industry  could  be  totally  devastat- 
ed. Therefore.  I  am  supporting  H.R. 
4142  which  provides  for  sector  specific 
reform  of  product  liability  laws. 

H.R.  4142  addresses,  in  an  equitable 
manner,  the  three  areas  to  tort  law 
that  have  given  the  general  aviation 
manufacturers  particular  difficulties. 
First,  the  bill  provides  a  Federal  uni- 
form law  on  aviation  product  liability. 
Second,  it  eliminates  joint  and  several 
liability,  except  for  liability  for  defects 
in  airplanes  or  their  parts.  Finally,  it 
prohibits  actions  for  injuries  caused  by 
products  that  are  beyond  their  useful 
lives. 

Mr.  Speaker,  I  believe  it  is  essential 
that  Congress  act  on  this  legislation 
during  this  session.  The  general  avia- 
tion industry  and  its  employees  cannot 
afford  to  listen  to  Congress  discuss 
this  issue  for  another  10  years. 


MR.  NAKASONE,  AN  APOLOGY  IS 
IN  ORDER 

(Mr.  MITCHELL  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  MITCHELL.  Madam  Speaker.  I 
would  hope  that  my  colleagues  may  be 
able  to  hear  me. 

Madam  Speaker.  I  am  a  black  man 
and  Nakasone  of  Japan  holds  that  I 
am  intellectually  inferior  because  I  am 
black. 

Madam  Speaker,  I  hold  that  I  am  his 
intellectual  superior.  I  have  a  myriad 
of  facts  and  data  stored  in  my  mind.  I 
have  a  catholicity  of  interests. 

I  understand  the  Guaranteed  Agree- 
ment on  Trade  and  Tariffs.  I  know 
what  the  law  of  diminishing  returns 
means  in  terms  of  economic  productiv- 
ity. 

I  have  a  knowledge  that  the  medical 
world  no  longer  looks  with  favor  on  a 
lobotomy,  a  lobectomy  or  leukotomy.  I 
know  that  Brahms  wrote  four  sym- 
phonies, Gustav  Mahler  wrote  nine.  I 
know  the  difference  between  the  Lie- 
bestod  and  the  Liebeslied,  and  I  do  not 
think  Mr.  Nakasone  knows  that.  I  hold 
that  I  am  his  intellectual  superior.  I 
want  to-  use  my  superior  talents,  I 
hope,  to  persuade  all  blacks  and  mi- 
norities to  stop  buying  Japanese-made 


cars.  If  he  holds  that  we  are  inferior, 
then  we  should  not  use  his  products. 

I  would  also  hope  that  this  House 
will  not  take  that  insult  gratuitously 
imposed  on  black  and  Hispanic  people, 
imposed  by  Mr.  Nakasone  of  Japan. 

Madam  Speaker.  I  would  hope  that 
this  House  would  show  its  outrage,  its 
absolute  outrage  and  do  that  which  is 
appropriate  to  protect  the  dignity  of 
those  of  us  in  this  House. 

Nakasone  has  got  to  remember  that 
it  was  the  Black  Caucus  that  support- 
ed reparations  for  the  Japanese-Amer- 
icans in  this  country  who  were  treated 
so  badly  during  World  War  II. 

Mr.  Nakasone,  does  that  show  intel- 
lectual inferiority? 

Mr.  MATSUI.  Madam  Speaker,  will 
the  gentleman  from  Maryland  yield? 

Mr.  MITCHELL.  I  yield  to  the  gen- 
tleman from  California. 

Mr.  MATSUI.  I  thank  the  gentle- 
man for  yielding. 

Madam  Speaker,  I  would  like  to 
adopt  each  and  every  one  of  the  sen- 
tences, the  remarks  that  the  gentle- 
man from  Maryland  has  just  made. 

You  know,  it  was  very  interesting;  2 
years  ago  when  the  Democrats  had  a 
caucus  in  West  Virginia  and  Mr.  Lee 
lacocca  spoke  before  our  Democratic 
caucus  and  made  some  comments  that 
I  viewed  as  somewhat  racist,  it  was 
people  like  Parren  Mitchell,  Mickey 
Leland.  Esteban  Torres  who  came  to 
me  and  said.  "We  think  what  Lee  la- 
cocca said  was  outrageous." 

Now.  I  think  what  Mr.  Nakasone 
said  was  outrageous,  too. 

They  are,  in  Japan,  a  very  closed  so- 
ciety; they  discriminate  against  the 
Koreans,  the  Filipinos,  and  a  lot  of 
other  groups,  and  for  them  to  make 
racist  remarks  against  the  people  of 
our  great  country  who  have  made  this 
country  the  great  Nation  that  it  is.  to 
me  is  outrageous. 

I  would  just  like  to  commend  the 
gentleman  and  wholeheartedly  agree 
with  his  condemnation  of  the  Prime 
Minister  of  Japan. 

Mr.  DAUB.  Madam  Speaker,  will  the 
gentleman  yield? 

Mr.  MITCHELL.  I  yield  to  the  gen- 
tleman from  Nebraska. 

Mr.  DAUB.  I  thank  the  gentleman 
for  yielding. 

Madam  Speaker,  may  I  say  to  my 
good  friend  and  colleague  that  this 
House  should  stand  and  applaud  what 
the  gentleman  from  Maryland  says.  I 
think  we  owe  our  country  and  we  owe 
Mr.  Mitchell  a  round  of  applause 
from  this  Chamber,  and  we  all  ought 
to  agree  with  every  word  that  he  has 
said. 

Mr.  MITCHELL.  I  thank  the  gentle- 
man for  his  comments. 


26194 


CONGRESSIONAL  RECORD— HOUSE 


September  25,  1986 


THE 
THE 


THE  WORST  CURRENCY  IS 
BEST  AND  THE  BEST 
WORSE 

(Mr.  DANNEMEYER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  DANNEMEYER.  Mr.  Speaker, 
the  U.S.  Treasury  has  set  up  our 
dollar  as  the  whipping  boy.  to  be  pun- 
ished for  all  of  our  trade  woes  whose 
numbers  are  legion.  The  position  that 
a  strong  and  stable  dollar  causes  trade 
deficits,  for  which  the  cure  is  a  weak 
and  depreciating  dollar,  is  untenable. 
The  real  root  cause  of  our  trade  imbal- 
ance is  our  profligacy  and  failure  to 
provide  for  the  future  with  adequate 
savings  and  depreciation  quotas.  The 
policy  of  dollar  degradation  does  noth- 
ing to  remove  this  root  cause,  and  may 
in  fact  be  responsible  for  further  en- 
trenching it. 

As  though  struck  with  some  sort  of 
madness,  our  Treasury  officials  and 
pressure  groups  took  the  position  that 
a  country  with  a  weak  and  depreciat- 
ing currency  had  an  advantage  over 
another  with  a  strong  and  stable  one, 
and  that  it  was  necessary  to  pull  the 
strong  currency  down  to  the  level  of 
the  weak.  The  worst  currency  was  the 
best,  and  the  best  really  the  worst. 
Central  bankers  in  their  wild  embrac- 
ing of  this  idiocy  never  settled  down  to 
face  the  logic  of  their  position  that,  if 
a  debased  currency  was  better  than 
one  based  on  a  fixed  monetary  stand- 
ard, then  the  best  currency  would  be 
the  one  having  no  value  at  all,  and  the 
country  would  gain  in  trade  most 
which  simply  gave  away  its  goods  and 
services. 

Mr.  Speaker,  if  we  want  to  avoid 
sinking  ever  deeper  into  the  quagmire 
of  trade  deficits,  and  if  we  really  want 
to  avoid  an  outright  trade  war  with 
our  allies,  then  we  must  urgently  re- 
store the  inviolability  of  our  dollar,  by 
placing  it  on  a  fixed  monetary  stand- 
ard. 


D  1035 

PRIME  MINISTER  NAKASONE 
HAS  FUELED  RACISM  EVERY- 
WHERE 

(Mr.  LELAND  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  LELAND.  Madam  Speaker,  I  am 
angered  by  the  recent  insensitivity  and 
ignorance  demonstrated  by  the  Japa- 
nese Prime  Minister. 

In  linking  the  presence  of  ethnic  di- 
versity in  our  great  Nation  with  a 
lower  intelligence  level.  Prime  Minis- 
ter Nakasone  has  fueled  racism  every- 
where by  providing  a  justification  for 
the  bigots  of  the  world. 

Regardless  of  what  he  now  says  was 
his  intent— he  has  not  denied  his 
actual  words  or  apologized  for  them— 


the  result  of  his  careless  remarks 
about  blacks,  Hispanics,  and  women  is 
disastrous  to  race  relations  every- 
where. I  call  on  the  U.S.  Congress  to 
denounce  the  Prime  Minister's  bigoted 
remarks  and  demand  that  the  Reagan 
administration  retract  its  placid  ac- 
ceptance of  the  Prime  Minister's  weak 
explanation  of  intent. 


TAX  REFORM 

(Mr.  MILLER  of  Washington  asked 
and  was  given  permission  to  address 
the  House  for  1  minute  and  to  revise 
and  extend  his  remarks. ) 

Mr.  MILLER  of  Washington. 
Madam  Speaker,  today  we  take  up  the 
subject  of  tax  reform.  I  am  going  to 
vote  for  it. 

Sure,  this  bill  has  some  minuses. 
One  is  that  it  penalizes  those  taxpay- 
ers in  my  State  who  itemize  their  re- 
turns and  want  to  deduct  sales  tax. 
Even  so,  the  average  individual  tax- 
payer in  my  State  will  get  a  4-percent 
tax  cut. 

This  bill  has  three  big  pluses  that 
make  it  meaningful  reform.  First,  it 
makes  the  Tax  Code  fair.  Wealthy  cor- 
porations and  individuals  will  pay 
their  fair  share.  That  is  good. 

Second,  this  bill  gives  some  deserved 
relief  to  the  working  poor.  That  will 
help  reduce  poverty  more  than  many 
Federal  bureaucratic  spending  pro- 
grams, and  that  is  good. 

Third,  this  bill  in  the  long  run  will 
help  our  economy  by  getting  business- 
es to  invest  in  productivity  and  jobs  in- 
stead of  hunting  for  tax  shelters,  and 
that  is  good. 

Overall,  Madam  Speaker,  this  is  a 
good  bill.  We  should  pass  it. 


PRIME  MINISTER  NAKASONE'S 
STATEMENT 

(Mr.  DYMALLY  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  DYMALLY.  Madam  Speaker,  I 
was  shocked  to  hear  the  media  allega- 
tions that  Prime  Minister  Nakasone  of 
Japan  claims  our  intellectual  level  is 
inferior  to  that  in  Japan  and  that  the 
cause  of  that  inferiority  is  the  number 
of  blacks,  Puerto  Ricans,  and  Mexi- 
cans in  our  population. 

We  in  the  black  and  Hispanic  cau- 
cuses have  written  to  the  Prime  Minis- 
ter asking  him  to  clarify  this  matter. 
If  the  allegation  is  untrue,  then  we  ea- 
gerly await  Mr.  Nakasone's  reply  to 
our  inquiry.  If  it  is  true,  then  his  state- 
ment is  to  be  deeply  regretted.  It  is 
our  firm  belief  that  the  diversity  of 
the  American  population,  far  from 
making  us  intellectually  inferior,  is 
one  of  the  factors  contributing  to  the 
strength  of  intellect  in  this  country. 

Mr.  Nakasone's  answer  to  our  letter 
is  eagerly  awaited.  If,  in  fact,  he  is  cor- 
rectly quoted  in  the  media  reports. 


then  Mr.  Nakasone  has  set  back  the 
relationship  between  Japan  and  the 
United  States  by  years.  If  Mr.  Naka- 
sone did  make  the  alleged  remarks, 
the  American  people  are  deserving  of 
an  immediate  apology.  Mr.  Nakasone, 
we  await  your  reply. 


OLDER  AMERICANS  ACT 

(Mr.  BILIRAKIS  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks. 

Mr.  BILIRAKIS.  Madam  Speaker,  I 
would  like  to  take  just  a  moment  to 
remind  my  colleagues  of  the  impor- 
tance of  the  Older  Americans  Act  to 
our  Nation's  senior  citizens. 

As  you  know.  Congress  established 
the  Older  Americans  Act  in  1965  in  re- 
sponse to  the  lack  of  community  social 
services  for  older  persons.  It  has 
grown  over  the  past  several  decades  to 
where  it  now  consists  of  a  variety  of 
social  and  health  care  services  intend- 
ed to  benefit  our  poor  and  elderly  citi- 
zens. 

In  essence,  the  Federal  Government 
distributes  to  each  State  a  specific 
sum  of  Federal  dollars,  dependent 
upon  the  percentage  of  senior  citizens 
residing  in  that  State.  The  State  is 
then  able  to  use  its  flexibility  and  dis- 
cretion, within  Federal  guidelines,  to 
put  these  funds  to  the  best  possible 
use  for  its  citizens. 

Federal  Older  Americans  Act  dollars 
are  used  for  beneficial  services  such  as: 
home-delivered  meals,  a  community 
service  employment  program  to  help 
give  older  people  job  skills,  and  so 
forth. 

Madam  Speaker,  I  would  hope  that 
all  my  colleagues  will  keep  in  mind  the 
importance  of  Older  Americans  Act 
programs  to  our  constituents  when 
funding  for  any  of  its  programs  again 
comes  before  us. 

Thousands  of  constituents  need 
these  services.  Let's  not  let  them 
down. 


OUR  DIVERSITY  IS  OUR 
STRENGTH 

(Mr.  TORRES  asked  and  was  given 
permission  to  address  the  House  for 
one  minute.) 

Mr.  TORRES.  Madam  Speaker,  2 
days  ago  I  joined  my  colleagues  Mr. 
LELAND  and  Mr.  Hawkins,  in  sending  a 
telegram  to  His  Excellency  Nobuo 
Matsunaga,  the  Ambassador  of  Japan. 
In  that  telegram  we  asked  for  an  ex- 
planation of  Prime  Minister  Naka- 
sone's recent  remarks  about  blacks, 
Puerto  Ricans,  and  Mexicans  in  the 
United  States. 

Madam  Speaker,  our  society  is  multi- 
racial and  multiethnic  and  hetrogen- 
eous.  We  trace  our  roots  to  cities  and 
villages  around  the  world.  We  cele- 
brate with  equal  relish  Bastille  Day, 
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Octoberfest,  Cinco  de  Mayo,  and  Chi- 
nese New  Years.  Our  diversity  is  our 
strength.  That  is  hard  for  some  for- 
eign leaders  to  understand.  Sometimes 
it  is  a  concept  that  we  forget  also. 

When  we  do  forget  it,  when  we  make 
remarks  that  are  insensitive  to  a  seg- 
ment of  our  diverse  population,  there 
is  always  an  intense  reaction,  as  there 
should  be. 

At  a  time  when  many  of  us  in  the 
Congress  are  working  to  improve  rela- 
tions between  the  United  States  and 
Japan,  the  Prime  Minister's  comments 
are  unfortunate. 

I  respect  the  Japanese  people,  their 
government  and  their  right  to  live  in  a 
homogeneous  society. 

Madam  Speaker,  I  am  looking  to  the 
Japanese  Prime  Minister  to  demon- 
strate a  commensurate  respect  for  the 
American  people. 


THERE  ARE  50  WAYS  TO  LEAVE 
YOUR  LOVER 

(Mr.  GEKAS  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  GEKAS.  Madam  Speaker,  for 
those  of  you  who  are  having  a  shaky 
love  affair  with  tax  reform,  let  me  tell 
you  here  today  that  there  are  50  ways 
to  leave  your  lover. 

No.  1,  you  can  jump  on  a  bus,  Gus, 
with  your  farmers  who  are  hurt  by 
income  tax  averaging  removal. 

You  can  slip  out  the  back,  Jack,  if 
you  want  to,  with  those  retirees  who 
are  being  hurt  by  retroactivity. 

You  can  do  a  host  of  things.  There 
are  more  than  50  ways  to  leave  your 
lover;  and  if  you  run  out  of  ways,  you 
can  add  up  the  transition  rules  that 
add  to  more  than  50,  if  you  want  to 
leave  your  lover. 

The  only  way  that  we  can  cure  this. 
Madam  Speaker,  is  to  go  back  to  the 
conference  table.  I  call  upon  the  chair- 
man of  the  Ways  and  Means  Commit- 
tee to  give  us  a  new  plan,  Dan. 


THE  MAGIC  CITY 
(Mr.    ERDREIGH    asked    and    was 
given  permission  to  address  the  House 
for  1  minute.) 

Mr.  ERDREICH.  Madam  Speaker, 
an  organization  in  Birmingham,  AL,  is 
serving  its  silver  anniversary  today, 
and  those  25  years  have  been  very  im- 
portant to  the  city,  because  this  orga- 
nization has  made  a  real  difference  in 
Birmingham's  progress,  helping  it  to 
become  a  place  for  families  to  raise 
their  children,  where  an  evermore  di- 
versified economy  is  prospering  and 
expanding. 

The  Downtown  Action  Committee 
was  formed  in  1961  by  two  Birming- 
ham leaders,  Ferd  Weil,  Sr.  and  S.  Vin- 
cent Townsend,  Sr.,  to  put  the  magic 
back  into  the  "Magic  City,"  the  name 
given  Birmingham  in  an  earlier  era 


when  its  growth  surpassed  every  city 
in  America. 

The  DAC  has  worked  to  move  the 
city  of  Birmingham  beyond  the  strife 
of  the  early  sixties,  enhancing  eco- 
nomic growth  and  central  city  vitality 
so  important  to  the  progress  of  our 
metropolitan  area  and  our  State.  All 
of  us  owe  a  debt  of  gratitude  to  the 
DAC,  and  especially  its  founders,  Ferd 
Weil  and  Vincent  Townsend.  They 
have  helped  keep  Birmingham  on  a 
positive  path,  enhancing  the  future 
for  all  our  citizens. 


ARE  THE  SOVIETS  TELLING  THE 
TRUTH  ABOUT  THE  SAFETY 
OF  THEIR  NUCLEAR  REAC- 
TORS? 

(Mr.  BROOMFIELD  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  BROOMFIELD.  Madam  Speak- 
er, anyone  who  is  concerned  about  an- 
other Chernobyl  nuclear  reactor  disas- 
ter must  read  the  latest  International 
Atomic  Agency  report  on  that  incident 
that  came  out  today.  Keep  in  mind  the 
fact  that  similar  reactors  are  now 
being  built  in  nearby  Cuba  by  the  Rus- 
sians. A  reactor  problem  there  could 
affect  all  Americans  in  a  serious  way. 

Although  the  Soviets  are  insisting 
that  their  reactors  have  been  modified 
and  are  safe,  that  International  report 
questions  that  claim.  The  IAEA  is  un- 
certain if  Soviet  measures  taken  to 
prevent  a  similar  explosion  are  ade- 
quate. Scientists  remain  concerned 
about  Soviet  modifications  to  their  re- 
actors. The  truth  is  that  there  are 
basic  design  shortcomings  in  those 
units. 

How  honest  are  the  Soviets  being 
about  their  nuclear  plants?  Can  we 
trust  a  government  that  delayed  re- 
porting a  major  nuclear  accident  for 
several  days?  Soviet-designed  nuclear 
plants  are  being  built  in  Cuba— a  mere 
90  miles  from  our  coast.  We  don't 
want  a  disaster  in  our  own  back  yard. 

Mr.  Gorbachev,  all  Americans  want 
to  know  the  truth  about  Soviet  reac- 
tors before  another  accident  happens 
that  would  affect  all  of  us. 


On  another  subject,  I  think  the  tax 
bill  that  we  are  going  to  be  voting  on 
today  has  many  constructive  changes 
in  the  law  and  in  our  economy.  There 
is  one  portion  of  the  Tax  Reform  Act 
which  I  think  it  very  unfair  and  it  re- 
peals, retroactively,  the  3-year  basis 
recovery  rule  with  regard  to  qualified 
p>ension  plans  requiring  employee  con- 
tributions. 

I  think  that  is  a  marred  provision,  I 
think  it  is  unjust,  and  over  one-fourth 
of  the  people  who  will  be  unfavorably 
penalized  are  Federal  retirees.  Of 
course,  other  retirees  also.  You  see, 
the  difference  is  that  a  Federal  retiree 
and  other  municipal  retirees  do  con- 
tribute to  their  peiision  unlike  the  pri- 
vate sector  which  has  about  93  of 
those  pension  plans  that  do  not  re- 
quire employee  contributions. 

Today  I  am  introducing  a  bill  that 
will  restore  the  original  code  in  that 
area,  I  think  we  ought  to  make  a  state- 
ment, r  do  not  think  we  should  neces- 
sarily vote  down  the  bill,  but  I  think 
we  ought  to  make  a  strong  statement. 
Let  us  get  a  lot  of  cosponsors  of  this 
bill  that  I  am  introducing  and  maybe 
we  can  do  something  about  correcting 
that  one  marred  provision. 

I  hope  my  colleagues  will  join  me  in 
cosponsoring  the  legislation. 


D  1045 

BILL  INTRODUCED  TO  RESTORE 
3-YEAR  BASIS  RECOVERY  RULE 

(Ms.  OAKAR  asked  and  was  given 
permission  to  address  the  House  for  1 
minute.) 

Ms.  OAKAR.  Madam  Speaker,  first 
of  all,  I  would  like  to  compliment  all 
of  the  Members  who  spoke  on  the 
insult  of  the  Japanese  Prime  Minister, 
but  I  want  to  compliment,  in  particu- 
lar, Mr.  Matsui,  a  Japanese  American, 
who  spoke  out  against  racism  and  I 
think  we  all  join  him  and  applaud  him 
for  that  kind  of  statement. 


THE  MAD  DASH  TO 
ADJOURNMENT:  DAY  2 

(Mr.  PORTER  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  PORTER.  Madam  Speaker, 
today  is  day  2  of  the  mad  dash  to  ad- 
journment. Yesterday  we  came  out  of 
the  blocks  cleanly— passing  a  deficit 
reduction  bill  that  doesn't  reduce  the 
deficit.  Today  we  will  pass  the  con- 
tinuing resolution— not  just  any  CR. 
but  the  grandaddy  of  them  all  with  all 
13  spending  bills  and  a  host  of  unau- 
thorized programs  included.  First, 
however,  we  must  consider  the  Tax 
Reform  Act. 

It  is  appropriate  that  we  vote  today 
on  tax  reform  and  the  CR  in  this 
order  because  it  highlights  the  rela- 
tionship between  these  two  bills. 
Whether  you  love  or  hate  tax  reform, 
there  is  no  denying  that  it  has  faith- 
fully served,  for  the  last  22  months,  to 
divert  the  attention  of  the  media  and 
the  people  from  the  real  crisis  in  our 
midst— huge  and  continuing  Federal 
deficits. 

Tax  reform  has  been  a  faithful  full- 
back, and  today  it  clears  the  way  for 
an  overweight  CR  to  waddle  to  day- 
light. Today's  vote  on  tax  reform  will 
be  tomorrow's  front  page  news  while 
the  vote  on  the  CR  will  be  buried 
somewhere  else  in  the  tabloids— per- 
haps next  to  the  comics,  where  it  be- 
longs. 
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DISASTER  LOOMS  WITH  CUT  IN 
REVENUE  SHARING 

(Mr.  KOLTER  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  KOLTER.  Madam  Speaker,  be- 
cause of  committee  action  taken  yes- 
terday, this  is  a  very  sad  morning  for  a 
lot  of  people  in  America.  If  you  are  a 
mayor  of  a  town  or  city,  or  a  county 
commissioner,  or  any  other  official  of 
a  State,  local,  or  municipal  govern- 
ment, you  should  be  troubled  and  dis- 
mayed this  morning,  to  learn  that  the 
House  of  Representatives  will  soon  be 
considering  a  continuing  resolution 
that  no  longer  contains  funds  for  the 
General  Revenue  Sharing  Program. 
This  program  is  critically  important 
for  many  of  these  governments,  and 
for  those  financially  troubled  govern- 
ments in  the  high-unemployment  com- 
munities I  represent,  it  is  a  disaster  to 
lose  these  funds. 

The  local  taxpayers  will  have  to 
make  up  the  shortfall  that  we  will  be 
creating  in  their  local  government 
budgets  when  we  fail  to  fund  revenue 
sharing.  So,  in  effect,  this  budget  sav- 
ings is  no  savings  at  all.  Somebody  will 
be  paying  for  it,  somebody  we  repre- 
sent. Surely,  there  is  a  better  way  to 
find  savings  in  the  continuing  resolu- 
tion, a  way  which  will  not  have  such 
an  immediate  and  painful  impact. 


CONTRA  AID  FACING  POLITICAL 
THREAT 

(Mr.  BADHAM  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  BADHAM.  Madam  Speaker,  the 
House  leadership  is  currently  endeav- 
oring to  jockey  Contra  aid  appropria- 
tions over  to  the  continuing  resolu- 
tion. What  this  amounts  to  is  an  at- 
tempt on  the  part  of  the  Democratic 
leadership  to  override  the  decision  of 
the  majority  of  both  Houses  of  Con- 
gress by  attaching  the  Contra  aid  to  a 
huge,  pork-filled  CR  which  the  Presi- 
dent will  probably  veto. 

Allowing  this  political  tactic  would 
result  in  the  abandonment  of  20,000 
freedon  fighters.  Indeed,  it  would  be 
yet  another  overseas  political  commit- 
ment which  Congress  has  reneged,  cre- 
ating even  greater  doubt  about  the 
will  of  the  U.S.  Congress  to  oppose 
tyranny  and  aggression. 

The  Contras  are  counting  on  our  ad- 
herance  to  the  votes  we  cast  earlier 
this  year.  During  my  visit  to  Central 
America  earlier  this  month,  a  Contra 
military  leader  made  an  ironic  com- 
ment about  some  of  the  massive  Soviet 
aid  which  is  being  used  to  turn  Nicara- 
gua into  a  Communist  fortress.  I  asked 
him  if  he  had  seen  MI-25  Hind  heli- 
copters during  operations  inside  Nica- 
ragua and  he  replied,  "we  see  them  so 


often  that  on  a  sunny  day  we  use  them 
for  shade." 

It  is  vital  that  we  prevent  the  con- 
solidation of  a  front-line  Communists 
state  in  Central  America.  The  Sandin- 
sita  regime  in  Nicaragua  is  inimical  to 
the  cause  of  peace  an  democracy  in 
the  region.  Our  support  of  the  Contras 
is  also  support  for  democracy  in  Cen- 
tral America.  If  we  fail  to  help  those 
Central  Americans  who  are  combat 
Communist  tyranny  now,  we  are  en- 
suring the  eventual  introduction  of 
American  combat  forces  into  the 
region. 

We  must  follow  through  on  our 
promise  to  the  people  of  Nicaragua.  If 
we  conceded  now,  if  we  appease  the 
appeasers,  we  shall  be  abandoning  the 
Nicaraguans  as  we  previously  aban- 
doned the  Hungarians,  Cubans,  Ango- 
lans and  so  many  other  peoples  who 
have  struggled  for  freedom  against 
international  Communist  imperialism. 
Therefore,  I  strongly  urge  my  distin- 
guished colleagues  to  oppose  attaching 
the  aid  to  the  Contras  to  the  CR.  We 
must  support  freedom  and  democracy 
in  Central  America. 


HOW  SOON  THEY  FORGET 

(Mrs.  COLLINS  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  her 
remarks. ) 

Mrs.  COLLINS.  Madam  Speaker, 
when  I  opened  the  Washington  Post 
yesterday  morning  I  was  shocked. 
Japan's  Prime  Minister,  Yasuhiro  Na- 
kasone,  was  quoted  as  stating  that 
"blacks,  Puerto  Ricans,  and  Mexicans 
have  pulled  down  the  level  of  learning 
in  the  United  States." 

Madam  Speaker,  I  am  offended  by 
any  type  of  racism,  no  matter  what  its 
origin,  but  I  am  particularly  offended 
to  see  these  views  expressed  by  the 
Japanese.  I  hope  that  Mr.  Nakasone 
was  misquoted.  If  not,  all  I  can  say  is— 
how  soon  they  forget. 

Historically,  whites  considered  the 
Japanese  an  inferior,  third-rate 
people.  Racism,  practiced  against  Jap- 
anese-Americans, was  rampant  in  the 
early  20th  century.  In  San  Francisco, 
the  school  board  segregated  Japanese 
students.  They  justified  their  action 
by  stating  that  the  Japanese  had  an 
influence  that  was  "bad  upon  white 
children"  and  that  they  spread  dis- 
ease. Newspapers  claimed  that  as  Jap- 
anese children  grew,  they  acquired 
"the  distinctive  character,  habits,  and 
moral  standards  of  their  race,  which 
are  abhorrent  to  our  people."  I've 
heard  similar  statements  justifying 
discrimination  aimed  at  blacks,  and 
Puerto  Ricans,  and  Mexicans. 

It  was  only  after  World  War  II, 
when  Japan  emerged  from  ashes  and 
destruction  to  become  an  economic 
power,  did  it  find  acceptance  among 
the  other  nations.  And  who  was  it  that 
rebuilt   the  Japanese   political  struc- 


ture and  provided  the  stability  for 
Japan's  rebirth?  Americans  did— in- 
cluding blacks,  and  Puerto  Ricans,  and 
Mexicans. 

Today,  Japan  spends  only  a  minus- 
cule amount  of  its  budget  on  defense. 
Instead  of  building  up  their  military, 
the  Japanese  Government  is  free  to 
pour  money  into  industries  which 
then  compete  unfairly  with  United 
States  business.  And  how  can  Japan 
pursue  this  policy?  Because  the  Ameri- 
can military  protects  Japan— with 
forces  that  include  blacks,  and  Puerto 
Ricans,  and  Mexicans! 

Today,  Japan's  economy  is  support- 
ed by  its  exports,  much  of  it  to  the 
United  States.  Their  industry,  under- 
written by  government  subsidies, 
dumps  countless  numbers  of  cars,  and 
cameras,  and  steros  onto  the  American 
economy.  The  people  buying  these 
products  include  blacks,  and  Puerto 
Ricans,  and  Mexicans. 

As  a  black  woman  I  know  a  great 
deal  about  discrimination.  That's  why 
I  cosponsored  the  Civil  Liberties  Act. 
During  World  War  II,  Japanese-Amer- 
icans were  immorally  interned  in  con- 
centration camps.  Racism  lay  at  the 
root  of  this  policy.  The  Civil  Liberties 
Act  grants  $20,000  to  former  Japanese 
prisoners.  This  is  little  enough  recog- 
nition to  what  they  went  through,  all 
as  a  result  of  the  same  type  of  racist 
thinking  expressed  by  Mr.  Nakasone. 
In  light  of  this  history  of  discrimina- 
tion, it  really  hurts  to  hear  such  state- 
ments uttered  by  a  Japanese  Prime 
Minister.  He  should  know  better! 

So  Mr.  Nakasone,  I  suggest  you 
think  before  you  speak.  I  suggest  you 
think  about  how  Japanese  were  treat- 
ed in  the  past  and  just  what  discrimi- 
nation is  like.  I  suggest  you  think 
about  who  protects  Japan's  freedom 
today.  I  suggest  you  think  about  who 
condemns  previous  discrimination 
against  the  Japanese.  And  I  suggest 
you  think  about  who  supports  your 
economy.  And  after  you  think,  maybe 
then  you'll  watch  what  you  say. 


GENERAL  AVIATION:  BOTH  MAN- 
UFACTURERS AND  CONSUM- 
ERS ARE  ENDANGERED  SPE- 
CIES 

(Mr.  LIGHTFOOT  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  LIGHTFOOT.  Madam  Speaker, 
with  the  end  of  the  99th  Congress  rap- 
idly approaching,  I  want  to  remind  my 
colleagues  that  we  still  have  not  acted 
on  general  aviation  product  liability 
legislation. 

The  other  day  I  received  a  report 
from  the  Department  of  Commerce 
which  finds  that  light  aircraft  manu- 
facturers in  the  United  States  experi- 
encing the  worst  recessionary  period 
in  history.  Among  the  causal  factors 
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cited  by  the  Commerce  Department 
are  soaring  product  liability  costs. 

These  rising  product  liability  costs 
are  having  a  dramatic  impact  on  the 
general  aviation  community.  In  1985, 
the  cost  of  the  average  light  aircraft 
included  $70,000  just  to  cover  the  cost 
of  product  liability.  For  1986,  that 
figure  is  projected  to  rise  to  $100,000 
per  airplane. 

Two  bills  pending  before  the  House, 
H.R.  4142  and  H.R.  4147,  would  ad- 
dress this  problem  by  simply  standard- 
izing what  is  already  law  in  many 
States.  Neither  of  these  bills  would 
place  caps  on  lawyers'  fees  or  victims' 
claims.  They  are  both  relatively  well- 
balanced  and  fair  to  both  the  manu- 
facturer and  consumer. 

I  want  to  urge  my  colleagues  to  sup- 
port these  bills  and  urge  those  mem- 
bers of  the  appropriate  committees  to 
do  every  thing  in  their  power  to  see 
that  this  matter  is  addressed  before 
the  end  of  the  session. 


D  1055 

NAKASONE'S  COMMENT  ON  U.S. 
MINORITIES 

(Mr.  BUST  AM  ANTE  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remariis. ) 

Mr.  BUSTAMANTE.  Madam  Speak- 
er, I  was  disturbed  to  read  Japan's 
Prime  Minister  Nakasone's  remarks 
about  the  level  of  intelligence  or  liter- 
acy of  Mexican-Americans,  Puerto 
Ricans,  and  blacks,  being  neither  a  so- 
cialogist  nor  an  educator,  but  the  po- 
litical leader  of  Japan  Mr.  Nakasone's 
pot  shot  at  Americans  does  very  little 
to  strengthen  his  country's  bonds  with 
its  closest  ally.  I  would  recommend  to 
Mr.  Nakasone  to  make  useful  compari- 
sons between  his  country  and  ours,  in- 
stead of  denigrating  us.  It  would 
strengthen  our  alliance  if  Mr.  Naka- 
sone would  open  up  Japanese  markets 
to  American  products,  just  as  our  mar- 
kets are  open  to  Japanese  products.  It 
would  also  do  much  good  to  our  alli- 
ance if  Japan  would  commit  more  of 
its  resources  to  the  common  defense  of 
Western  democracies,  just  as  we  do.  It 
is  easy  to  take  pot  shots  at  Americans 
while  benefiting  from  their  markets 
and  their  investment  for  defense,  but 
it  does  very  little  to  strengthen  the 
Western  alliance. 


A  DAY  OF  TAX  INFAMY 
(Mr.    MARLENEE    asked    and 


was 


given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  MARLENEE.  Madam  Speaker, 
today  is  a  day  of  tax  infamy  for  the 
U.S.  House  of  Representatives. 

Today  we  decide  if  senior  citizens 
and  retirees  should  retroactively  be 
penalized  because  they  financially 
planned    for    their    retirement.    Tax 


reform  betrays  our  commitment  to 
senior  citizens. 

Today  we  decide  if  middle-income 
taxpayers  should  lose  IRA's,  income 
averaging  and  incentives  to  save.  Tax 
reform  garrotes  middle-class  Ameri- 
cans. 

Today  we  decide  if  the  agricultural 
economy  should  lose  $1  billion  in 
income.  Tax  reform  will  devastate  the 
farmers  of  America. 

Today  we  decide  if  we  should  punish 
the  oil  and  gas  industries  with  $850 
million  in  new  taxes.  Tax  reform  is 
like  a  vendetta  against  domestic 
energy  production. 

Today  we  decide  if  American  busi- 
ness and  industry  is  going  to  lose  in- 
vestment credit,  capital  gains,  and  in- 
centives to  create  jobs  and  spur  eco- 
nomic growth.  Tax  reform  is  a  mud- 
slide that  is  going  to  bury  us. 

Today  we  strip  tax  shelters  from  the 
American  taxpayer  for  the  trade-off  of 
illusionary  lower  rates.  Don't  believe 
the  sham  and  illusion  of  tax  reform.  If 
you  vote  for  tax  reform  you  are  only 
greasing  the  skids  for  the  cold  blade  of 
a  tax  hike  that  will  stab  all  taxpayers 
in  the  back. 
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APOLOGY  DUE  FROM  PRIME 
MINISTER  NAKASONE 

(Mr.  FAUNTROY  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  FAUNTROY.  Madam  Speaker. 
Prime  Minister  Nakasone  of  Japan 
owes  black  Americans,  Puerto  Ricans, 
and  Mexican  Americans  an  apology 
for  his  careless,  unsubstantiated  and 
racist  remarks  of  this  week. 

He  should  apologize  for  his  feeble 
effort  to  dismiss  the  enormous  balance 
of  trade  deficit  that  the  United  States 
is  running  with  Japan  by  blaming  it  on 
the  low  intellectual  capacity  of  black 
Americar^,  Puerto  Ricans,  and  Mexi- 
cans. 

He  should  acknowledge  that  it  has 
not  been  the  intellectual  superiority  of 
the  Japanese  people  that  has  fueled 
their  remarkable  expansion,  but 
rather  two  things:  the  cheaper  labor 
costs  and  unfair  trade  policies  by 
which  the  Japanese  deny  United 
States  producers  access  to  their  mar- 
kets, at  the  same  time  that  they  subsi- 
dize their  exports  to  our  country,  un- 
dermining American  producers  and 
their  workers. 

It  is  these  unfair  export  and  import 
trade  policies  that  will  remain  the 
focus  of  our  attention  with  respect  to 
Japan  and  not  the  insulting  diversion 
from  the  real  issue  that  Prime  Minis- 
ter Nakasone's  attack  on  Americans  of 
color  represents. 


House  for  1  minute  and  to  revise  and 
extend  his  remarks.) 

Mr.  LEWIS  of  California.  Madam 
Speaker,  this  is  a  historic  day,  the  day 
of  tax  reform  in  America. 

As  we  approach  the  debate,  I  would 
like  to  remind  my  friends  pi  a  minor 
problem  that  we  all  face. 

We  have  talked  about  it.  When  you 
get  to  my  age.  we  remind  ourselves  of 
a  thing  called  "weight  creep."  No 
matter  what  you  do,  you  go  on  a  diet, 
you  exercise  yourselves,  constantly 
you  are  affected  by  "weight  creep."— 
no  matter  how  serious  your  resolu- 
tion—"weight  creep." 

Friends,  parallel  to  that,  one  of  the 
great  elements  of  this  bill  is  the  reduc- 
tion, the  significant  reduction  of  the 
tax  rates  all  Americans  face.  No 
matter  what  kind  of  diet  we  are  on, 
friends,  watch  out  for  the  future. 

We  are  going  to  be  dealing  with  a 
problem  that  will  be  known  as  '"rate 
creep."  Twenty-eight  percent  is  the 
marginal  rate.  Two  years  from  now 
some  will  say,  "What  is  the  matter 
with  a  little  increase  to  or  29  or  30  per- 
cent?" What  is  wrong  with  a  35-inch 
waist? 

Friends,  be  warned:  Watch  out  for 
'"rate  creep." 


"RATE  CREEP  "  IN  TAX  REFORM 

(Mr.  LEWIS  of  California  asked  and 
was  given  permission  to  address  the 


TRANSITION  RULES  ARE  BAD 
TAX  POLICY 

(Mr.  KLECZKA  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  KLECZKA.  Madam  Speaker,  we 
vote  today  on  the  tax  reform  confer- 
ence report.  But  I  must  ask  my  col- 
leagues: Will  an  "aye"  vote  on  this 
report  really  be  an  endorsement  of 
such-needed  tax  reform?  I  wonder. 

In  the  waning  hours  of  drafting  this 
report,  after  all  the  major  tax  policy 
items  had  been  agreed  upon,  $10.6  bil- 
lion materialized  for  something  called 
"transition  rules.  " 

Transition  rules  are  those  little  spe- 
cial interest  Alka-Seltzers  for  relief 
from  the  heartburn  and  indigestion  of 
tax  reform.  In  fact,  this  report  offers 
almost  as  much  relief  from  reform  as 
it  does  through  reform. 

Madam  Speaker,  if  there  is  $10.6  bil- 
lion laying  around  to  help  corpora- 
tions and  large  investors  avoid  tax 
reform,  let's  use  it  instead  to  help  our 
individual  taxpayers. 

Transition  rules  are  bad  tax  policy 
and  bad  legislative  practice.  The  only 
thing  that  needs  reform  right  now  is 
this  report.  I  urge  an  ""aye"  vote  to  re- 
commit the  tax  bill  with  the  hope  that 
the  Ways  and  Means  Committee  will 
reform  this  reform. 
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SUPERFUND— DO  NOT  LET  IT 
DIE 

(Mr.  LENT  asked  and  was  given  per- 
mission to  address  the  House  for  1 
minute.) 

Mr.  LENT.  Madam  Speaker,  a  terri- 
ble thing  is  about  to  happen.  The  Su- 
perfund  Program  that  Congress  estab- 
lished 6  years  ago  to  clean  up  the  Na- 
tion's worst  abandoned  hazardous 
waste  sites  is  on  the  verge  of  extinc- 
tion. We  carmot  let  that  happen. 

EPA  has  been  without  a  stable,  long- 
term  source  of  funds  for  hazardous 
waste  cleanup  for  almost  a  year. 
Through  prudent  management  and 
two  short-term  funding  measures,  Lee 
Thomas,  Administrator  of  the  EPA, 
has  been  able  to  keep  minimal  Super- 
fund  Program  alive.  But  the  money  is 
about  to  run  out.  This  program  de- 
serves a  guaranteed,  long-term  source 
of  funding  and  it  deserves  it  now. 

Six  weeks  ago,  the-Superfund  con- 
ferees with  jurisdiction  over  the  pro- 
gram matters  reached  agreement.  The 
only  issue  standing  in  the  way  of  Su- 
perfund  reauthorization  is  the  ques- 
tion of  how  to  fund  the  program. 

I  urge  the  chairman  of  the  House 
Ways  and  Means  Committee  and  his 
colleagues  working  with  their  counter- 
parts in  the  other  body,  to  move  expe- 
ditiously to  conclude  their  portion  of 
the  Superfund  conference.  This 
Nation  deserves  an  effective  Super- 
fimd  Program— and  that  means  a  full 
5  years  of  funding.  We  cannot  let  Su- 
perfund die. 


will  be  able  to  make  progress  out  of 
this  awful  incident. 


PRIME  MINISTER  NAKASONE 
OFFENDS  ALL  AMERICANS 

(Mr.  LUNDINE  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  LUNDINE.  Madam  Speaker,  it  is 
not  just  black,  Mexican,  and  Puerto 
Rican  Americans  who  are  offended  by 
the  remarks  of  the  Prime  Minister  of 
Japan,  Mr.  Nakasone.  It  is  all  Ameri- 
cans who  are,  or  should  be,  offended 
by  these  racist  remarks. 

Never  in  the  history  of  this  world 
has  one  Nation  ran  a  trade  deficit  with 
another  to  the  extent  of  ours  with 
Japan.  The  solution  to  our  trade,  our 
defense,  and  other  problems  is  going 
to  require  a  great  deal  of  cooperation. 
In  fact,  as  two  of  the  leading  nations 
in  the  world,  the  United  States  and 
Japan  should  be  collaborating  with 
regard  to  Third  World  debt  and  a  host 
of  other  problems. 

That  kind  of  cooperation  is  not  only 
impeded,  but  it  is  dealt  a  very,  very 
difficult  blow  by  the  racist  remarks  of 
the  Prime  Minister  of  Japan. 

Hopefully,  we  will  not  only  get  an 
apology  for  those  remarks,  but  in  addi- 
tion, we  will  use  this  terrible  insult  as 
a  start  toward  better  working  relation- 
ships, more  respect  for  the  culture  of 
each  nation,  one  to  another,  and  we 


D  1105 

THE  LEADERSHIP  IS  PLAYING 
GAMES  ON  CONTRA  AID 

(Mr.  MONSON  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  MONSON.  Madam  Speaker,  per- 
haps my  colleagues  are  not  fully  aware 
of  the  danger  that  Contra  aid  may  not 
receive  any  funding  at  all.  even 
though  both  Houses  have  indicated 
that  the  freedom  fighters  in  Nicara- 
gua should  indeed  receive  our  help. 
Some  questionable  tactics  have  recent- 
ly come  to  light;  tactics  which  deliber- 
ately obscure  earlier  congressional 
action  on  the  subject. 

You  should  know  that  the  leader- 
ship has  reneged  on  its  promise  to  deal 
with  the  Subject  in  an  open  and  forth- 
right manner.  It  has  decided  that 
there  will  be  no  conference  on  the 
military  construction  bill,  which  was 
approved  by  both  Houses  containing 
$100  million  for  Contra  aid.  Instead, 
they  hope  to  incorporate  this  measure 
into  the  continuing  resolution  as  a 
tactic  to  encourage  the  President  to 
sign  it. 

This  is  because  the  leadership  knows 
that  the  continuing  resolution  is 
loaded  with  questionable  programs 
and  wasteful  spending— we  all  know  it 
as  "pork"— and  that  because  of  this, 
the  President  would  be  prone  to  veto 
the  continuing  resolution.  In  other 
words,  the  leadership  is  playing  games 
and  going  back  on  its  word,  and  in  the 
process  may  cause  serious  harm  to  an 
effort  to  weaken  the  cause  of  commu- 
nism in  our  own  back  yard. 

As  if  this  were  not  serious  enough, 
let  me  alert  you  that  there  is  other  aid 
earmarked  for  that  region  that  is  also 
in  jeopardy.  Earlier,  the  Congress  had 
approved  reprogranuned  moneys  to  be 
used  for  economic  assistance  for  coun- 
tries surrounding  Nicaragua,  including 
Honduras,  Costa  Rica,  Guatemala,  and 
El  Salvador.  A  total  of  $300  million  in 
reprogrammed  money  was  approved: 
$225  million  of  this  was  to  come  from 
the  Public  Law  480,  Food-for-Peace, 
Program.  That  program  expires  Sep- 
tember 30. 

So,  unless  reauthorization  for  the 
Food-for-Peace  Program  is  extended 
by  then  for  the  next  fiscal  year,  to 
allow  for  the  reprogramming  that  was 
originally  approved,  that  money  too 
will  not  be  available  for  peace  efforts 
in  the  region. 

Madam  Speaker,  what  we  need  to 
watch  out  for  here  is  "truth  in  legis- 
lating." Just  because  we  here  in  the 
House  thought  we  approved  an  action, 
doesn't  mean  that  we  actually  did. 
Just  because  we  thought  that  all 
action  on  Contra  aid  would  be  above- 


board  and  out  in  the  open  doesn't 
mean  that  it  will  be. 

I  am  urging  my  colleagues  now: 
Insist  that  H.R.  5052  be  allowed  to  go 
to  conference  as  originally  promised 
by  the  leadership.  Insist  that  Public 
Law  480  be  reauthorized  before  Sep- 
tember 30.  Save  Contra  aid! 


JAPANESE  PRIME  MINISTER  EM- 
BRACES A  RACIST  VIEW  OF 
THE  UNITED  STATES 

(Mr.  MINETA  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  MINETA.  Madam  Speaker,  I 
was  outraged  to  learn  of  Prime  Minis- 
ter Nakasone's  recent  remarks  in 
which  he  characterized  Americans  as 
less  educated  and,  therefore,  less  intel- 
ligent than  the  citizens  of  Japan.  He 
went  on  to  attribute  our  so-called 
second-class  status,  in  part,  to  the 
blacks  and  Hispanics  in  our  society. 

Madam  Speaker,  that  a  world  leader 
and  a  major  ally  would  so  callously, 
cavalierly,  and  so  erroneously,  engage 
in  a  comparative  survey  of  our  two  na- 
tions should  be  a  source  of  anger  to  us 
all. 

The  problems  our  Nation  faces  with 
respect  to  Japan  heretofore  have  been 
restricted  to  trade  and  economic 
issues.  Therefore,  I  am  alarmed  and 
angered  when  I  find  the  rhetoric  and 
actions  of  the  Japanese  Prime  Minis- 
ter embrace  a  racist  view  of  the  United 
States  that  seeks  to  twist  the  rich 
fabric  of  our  society  into  something 
negative  or  detrimental.  Indeed,  the 
truth  is  that  our  democratic  values, 
the  varied  and  rich  backgrounds  of  our 
citizens  and  our  constant  pursuit  of 
justice  and  opportunity  for  all  Ameri- 
cans has,  in  fact,  made  us  the  prosper- 
ous and  wealthy  country  we  are  today. 

It  is  nonsensical  for  the  Prime  Min- 
ister of  another  country  to  cast  asper- 
sions on  a  society  he  so  clearly  does 
not  understand.  In  the  end,  it  is  not 
our  pride  that  suffers  and  it  is  not  our 
values  that  are  questioned;  sadly,  only 
the  wisdom  and  world  view  of  a  major 
leader  is  called  into  question  and  he 
owes  all  of  our  citizens  of  this  great 
country  an  apology. 


PROPOSED  TAX  BILL  STOPS 
INNER-CITY  DEVELOPMENT 

(Mrs.  BENTLEY  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
her  remarks.) 

Mrs.  BENTLEY.  Madam  Speaker,  I 
was  pleased  to  hear  the  remarks  of  the 
gentlewoman  from  Ohio  [Ms.  Oakar] 
this  morning  that  she  will  introduce  a 
bill  today  designed  to  restore  the  Fed- 
eral employees'  rights  in  regard  to 
their  pensions,  the  pension  fund  on 
which  they  have  already  paid  taxes. 
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I  do  have  other  reservations  about 
the  tax  bill.  Only  last  week  a  constitu- 
ent called  to  tell  me  that  the  tax  bill 
has  already  affected  him  adversely, 
that  his  bank  had  canceled  purchasing 
the  IRB  he  had  obtained  from  the  city 
of  Baltimore  for  the  renovation  of  a 
deteriorating  building  in  a  less  than 
prime  area  of  the  city. 

Under  the  proposed  tax  bill,  banks 
will  no  longer  be  able  to  receive  tax 
exempt  income  from  IRB's.  This  cou- 
pled with  the  halving  of  the  invest- 
ment tax  credit  makes  it  impossible 
for  my  constituent  to  proceed  with 
consolidating  his  business  into  one  fa- 
cility. 

What  does  this  mean?  It  means  that 
150  new  jobs  will  not  be  created  in  the 
city.  It  means  that  150  people  will  not 
be  added  to  the  work  force.  It  means 
that  150  people  will  not  be  paying 
income  tax. 

The  equation  to  remember  is:  No 
business  equals  no  jobs  equals  no 
taxes. 

Before  we  pass  this  tax  bill,  let  us 
make  sure  that  it  is  projob,  or  else  we 
will  all  be  consumed  by  the  deficit. 


AN  INVITATION  TO  PRIME 
MINISTER  NAKASONE 

(Mr.  GARCIA  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  GARCIA.  Madam  Speaker,  I 
would  like  to  take  this  opportunity  to 
join  all  my  colleagues  in  their  state- 
ments as  they  relate  to  Prime  Minister 
Nakasone. 

I  just  would  like  Prime  Minister  Na- 
kasone to  understand  that  I  am  a 
person  of  Puerto  Rican  heritage.  Both 
my  parents  were  born  in  Puerto  Rico. 
I  am  proud  of  that,  very  proud  of  that. 
I  am  even  prouder,  Mr.  Nakasone,  that 
I  am  an  American,  and  I  say  that  to 
you  because  I  think  the  remarks  made 
by  you  were  totally  and  completely  of 
a  racist  nature.  It  becomes  very  clear 
to  us  that  you  have  no  knowledge  of 
what  has  made  this  country  great. 

Mr.  Nakasone,  I  think  that  in  spite 
of  the  fact  that  the  White  House  is 
satisfied  with  your  explanation,  based 
on  the  statements  made  by  so  many  of 
my  colleagues  on  this  floor  today  we 
demand  an  apology  from  you  because 
if  the  White  House  does  not  want  it, 
the  House  of  Representatives  demands 
it. 

I  would  like  to  go  further.  Mr.  Naka- 
sone. I  invite  you  to  my  home  in  the 
South  Bronx  to  come  and  visit  with 
me  to  talk  to  the  people  who  live 
there.  Please  understand  that  there 
are  many  good  people  who  live  within 
these  communities,  and  you  have  in- 
sulted them. 


AMERICA'S  CENTRAL  AMERICAN 
POLICY  HELD  HOSTAGE 

(Mr.  LIVINGSTON  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  LIVINGSTON.  Madam  Speaker, 
today  we  are  faced  with  a  hostage 
crisis;  but  unlike  most  hostage  situa- 
tions, this  one  will  not  be  covered  by 
the  media.  I  would  prefer  that  it 
would  be,  and  that  the  headlines 
would  read,  "America's  Central  Ameri- 
can policy  held  hostage  by  the  House's 
Democratic  leadership." 

In  the  face  of  clear  and  convincing 
evidence  that  the  Marxist  dictatorship 
in  Nicaragua  is  repressing  its  own 
people  and  threatening  the  stability  of 
Central  America,  this  House  agreed  in 
June  to  support  the  Contra  move- 
ment. Now  this  support  is  threatened 
by  the  backroom  maneuvering  of 
those  who  would  force  the  President 
to  choose  between  letting  the  hostage 
die  or  capitulating  to  the  onerous  de- 
mands of  the  continuing  resolution. 

The  House  leadership  has  not  al- 
lowed the  aid  promised  to  the  Nicara- 
gua freedom  fighters  to  be  considered 
in  conference,  and  now  it  has  further 
encumbered  that  aid  by  tying  it  to  the 
massive  and  complex  continuing  reso- 
lution. 

Let  us  not  condemn  Central  America 
to  a  future  of  Sandinista  Sovietism  for 
lack  of  decisive  action. 

Democracy  is  in  a  struggle  for  exist- 
ence only  a  few  hundred  miles  south 
of  our  borders.  We  cannot  stand  aside 
and  allow  the  Marxist-Leninists  in 
Nicaragua  to  consummate  their  con- 
trol over  those  repressed  people. 

Madam  Speaker,  I  strongly  urge  my 
colleagues  to  demand  a  conference  on 
the  military  construction  appropria- 
tions bill  and  to  pass  and  approve  aid 
to  the  Contras. 

Set  the  hostage  free. 


WHAT  DID  HE  REALLY  MEAN  TO 
SAY? 

(Mr.  HAYES  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  HAYES.  Madam  Speaker,  I  ask 
myself  the  question:  What  did  he 
really  mean  to  say? 

Madam  Speaker,  recently  Japanese 
Prime  Minister  (Yasuhiro)  Nakasone 
made  what  I  would  term  an  ill-advised 
and  uneducated  statement  about  the 
level  of  intelligence  in  the"  United 
States  because  of  the  existence  of 
racial  and  ethnic  minorities.  As  the 
head  government  official  of  his  nation. 
Prime  Minister  Nakasone  showed  an 
unacceptable  lack  of  sensitivity  and 
knowledge  of  history. 

To  even  remotely  infer  or  imply  that 
the  racial  and  ethnic  composition  of 
this  country  is  the  cause  of  a  "low 
level  of  intelligence"  is  absurd. 


Equally  distressing  is  the  response 
the  Reagan  administration  made  to 
this  idiotic  remark.  I  shouldn't  be  sur- 
prised however  since  President  Rea- 
gan's advisers  constantly  have  to  come 
to  his  aid  by  telling  the  American 
public  "what  he  really  meant  to  say." 

This  morning  I  received  an  uncon- 
vincing explanation  of  the  Prime  Min- 
ister's remarks  from  Japanese  Ambas- 
sador (Nobuo)  Matsunaga,  in  which  he 
said  the  Prime  Minister  meant  no  ill- 
intent.  Ill-intent  aside,  there  is  no 
excuse  for  such  remarks  from  a  head 
government  official.  The  Reagan  ad- 
ministration and  this  Congress  should 
officially,  in  no  uncertain  terms,  con- 
demn Prime  Minister  Nakasone's  re- 
marks. 


AN  EXCITING  DAY  FOR  THE 
HOUSE 

(Mr.  ARMEY  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  ARMEY.  Madam  Speaker,  this 
is  going  to  be  an  exciting  day  in  the 
House.  We  will  start  the  business  of 
the  House  today  by  addressing  the  tax 
reform  bill.  For  those  who  advocate 
the  passage  of  the  bill,  and  I  predict 
that  will  be  the  majority  of  the  Mem- 
bers of  this  House,  they  will  find  in 
that  bill  the  hope  of  increased  effi- 
ciency in  the  American  economy,  in- 
creased growth  for  the  American  econ- 
omy and  some  reduction  in  the  chron- 
ic deficits  of  this  economy.  As  soon  as 
we  do  express  that  hope  by  the  final 
vote,  we  will  turn  our  attention  to  the 
largest  expenditure  of  money  in  this 
history  of  the  world. 

As  much  hope  as  we  may  reflect  in 
our  debate  for  tax  reform  and  its  salu- 
tary effects  on  the  economy,  we  will 
undo  with  the  continued  irresponsible 
spending  of  money  by  this  body  where 
we  have  lived  up  to  no  instrument  of 
restraint  at  any  time. 

During  that  debate  and  at  the  end  of 
the  rule,  I  will  offer  a  parliamentary 
motion  to  defeat  the  previous  question 
so  that  I  might  offer  this  body  a 
chance  to  once  again  express  hope, 
give  the  President  what  he  wants,  in 
this  case  line-item  veto  authority,  to 
provide  constraint  to  the  spending 
that  we  cannot  provide  for  ourselves. 
The  Members  of  this  body  will  have  a 
chance  to  cast  that  vote.  I  am  sure  the 
people  of  this  country  will  understand 
clearly  what  it  is  we  vote  on. 


(Mr. 


ADULT  LITERACY 
BIAGGI  asked  and  was  given 


permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  BIAGGI.  Madam  Speaker,  I  was 
concerned  to  learn  of  Education  Secre- 
tary   Bennett's    reaction    to    a    new 
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report  issued  on  the  serious  problem 
of  adult  literacy.  The  report  concluded 
that  95  out  of  100  adults  can  read  as 
well  as  the  average  fourth  grader— the 
standard  to  measure  basic  literacy: 
however  the  report  also  said  that  the 
overall  literacy  skills  of  many  of  them 
are  extremely  limited.  Secretary  Ben- 
nett in  response  said  the  report  proved 
that  the  United  States  is  "not  awash 
in  illiteracy"  and  that  "young  adults 
may  be  more  literate  than  ever  before 
in  the  U.S."  I  reject  the  notion  that  we 
should  ever  be  content  with  an  accept- 
able level  of  illiteracy.  Secretary  Ben- 
nett should  join  forces  with  those  of 
us  on  the  Education  and  Labor  Com- 
mittee to  rid  our  Nation  of  its  most  se- 
rious educational  problem— adult  illit- 
eracy. 


THE  OMNIBUS  SPENDING  ACT 
OF  1986 

(Mr.  WALKER  asked  and  was  given 
permission  to  address  the  House  for  1 
minute. ) 

Mr.  WALKER.  Madam  Speaker,  I 
hope  Prime  Minister  Nakasone  has 
gotten  the  message  here  today.  His 
attack  on  our  pluralism  is  an  outrage 
and  we  demand  an  apology. 

Madam  Speaker,  later  today  we  will 
be  considering  in  this  House  the  Om- 
nibus Spending  Act  of  1986.  Now,  some 
around  here  are  going  to  try  to  term 
this  a  continuing  resolution.  It  is  noth- 
ing of  the  kind.  It  is  an  Omnibus 
Spending  Act.  pure  and  simple,  unre- 
strained spending. 

In  fact,  I  have  confirmed  that  this 
bill  is  the  largest  single  expenditure  in 
the  recorded  history  of  human  kind. 

Let  me  repeal  that.  The  Library  of 
Congress  has  told  me  that  the  Omni- 
bus Spending  Act  is  the  largest  single 
expenditure  in  the  history  of  the 
world. 

Now,  some  may  think  that  a  vote  for 
that  kind  of  spending  is  a  good  vote, 
and  I  am  sure  they  are  goi^jig  to  be 
able  to  explain  that  vote  to  the  likes 
of  Louis  XIV,  Marie  Antoinette,  and 
the  Pharaohs;  however,  none  of  those 
folks  are  my  constituents. 


over,  the  administration's  silence  on 
this  matter  only  adds  insult  to  the  in- 
juries caused  by  Prime  Minister  Naka- 
sone. 

Madam  Speaker,  I  would  urge  this 
body  and  the  executive  branch  to 
soundly  denounce  these  statements 
for  what  they  are,  racist  and  unwor- 
thy of  a  head  of  state. 


REMARKS  OF  PRIME  MINISTER 
NAKASONE  AN  INSULT  TO  ALL 
PEOPLE  OF  GOOD  WILL 

(Mr.  TOWNS  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks. ) 

Mr.  TOWNS.  Madam  Speaker,  the 
remarks  of  Prime  Minister  Nakasone 
are  an  insult  not  only  to  blacks  and 
Hispanics,  but  to  all  people  of  good 
will.  I  am  concerned  that  his  remarks 
will  only  serve  to  foster  hostility  be- 
tween these  communities  and  Asian 
Americans  throughout  this  Nation. 

Even  more  troubling  is  the  fact  that 
we  have  yet  to  receive  an  apology  for 
the  Prime  Minister's  remarks.  More- 


D  1120 
ELLYNA  TATUM 

(Mrs.  BOGGS  asked  and  was  given 
permission  to  address  the  House  for  1 
minute. ) 

Mrs.  BOGGS.  Madam  Speaker,  at 
this  hour  in  New  Orleans,  in  the 
Corpus  Christi  Catholic  Church,  a  jazz 
funeral  is  in  progress  for  Ellyna 
Tatum,  the  greatest  woman  jazz 
second-liner  of  this  country. 

Communities,  cities,  and  States 
often  have  good  will  amabssadors  who 
represent  their  spirit,  their  charm, 
their  music,  their  progressiveness. 
Ellyna  Tatum  was  such  a  good  will 
ambassador  for  the  jazz  community, 
for  the  city  of  New  Orleans,  and  for 
the  State  of  Louisiana.  With  the  Mag- 
nolia Jazz  Band,  she  performed  every- 
where from  local  charity  events  and 
basketball  games  to  the  Newport  Jazz 
Festival,  to  the  Rainbow  Room  in  New 
York,  and  in  honor  of  many  distin- 
guished visitors,  including  President 
d'Estaing  of  France. 

This  lively,  marvelously  supple  crea- 
ture was  tragically  stricken  with  "Lou 
Gehrig's  disease  "  and  made  her  last 
public  appearance  only  a  week  ago  ap- 
pealing for  funds  for  research  and 
treatment  that  will  spare  others  from 
its  devastating  effects. 

We  in  Louisiana  salute  her  and  offer 
her  husband,  Vernon,  their  children, 
and  their  other  family  members  and 
the  whole  jazz  community  of  New  Or- 
leans our  deepest  sympathy. 


the  fiscal  capacity  to  do  so.  And  they 
receive,  most  of  them,  no  other  Feder- 
al assistance. 

At  the  very  least  Members  should  be 
allowed  to  vote  on  keeping  the  pro- 
gram alive,  and  to  demonstrate  to  the 
people  back  home  that  they  meant  it 
when  they  promised  to  support  its 
continuation. 

By  defeating  the  rule  on  the  con- 
tinuing resolution  later  today  we  can 
maintain  our  own  integrity  and  keep 
this  essential  program  alive. 


KEEP  REVENUE  SHARING  ALIVE 

(Mr.  WEISS  Eusked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 

Mr.  WEISS.  Madam  Speaker,  39,000 
localities  across  the  country  have  been 
receiving  a  return  of  a  small  portion  of 
their  residents'  taxes  to  help  them 
meet  some  of  the  costs  of  federally 
mandated  programs.  That  is  the  Gen- 
eral Revenue  Sharing  Program. 

Now  general  revenue  sharing  is 
about  to  be  terminated,  having  been 
forcibly  excluded  from  the  continuing 
resolution  in  which  it  was  placed  by  a 
very  strong  vote  of  the  Appropriations 
Committee. 

At  this  time  of  economic  crisis,  reve- 
nue sharing  is  absolutely  essential  for 
the  survival  of  thousands  of  small 
communities  throughout  the  Nation. 
Many  of  them  do  not  have  the  power 
to  raise  their  taxes  even  if  they  had 


THE  TAX  BILL  IS  UNFAIR 

(Mr.  ENGLISH  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  ENGLISH.  Madam  Speaker.  I 
stand  before  you  today  to  express  my 
oppositon  to  the  tax  bill,  H.R.  3838, 
the  Tax  Reform  Act  of  1986.  I  oppose 
this  bill  because,  in  many  respects,  it  is 
unfair. 

The  economic  base  of  my  State, 
Oklahoma,  depends  heavily  on  the  pe- 
troleum industry  and  agriculture— 
both  in  the  throes  of  a  depression. 
Repeal  of  the  investment  tax  credit 
will  only  add  to  the  burden  these  in- 
dustries must  bear.  Furthermore, 
repeal  of  the  ITC  is  retroactive,  with 
equipment  placed  into  service  after 
January  1.  1986,  not  eligible  for  the 
credit.  Repeal  of  the  investment  tax 
credit  is  one  thing,  but  let's  do  it  up- 
front, not  retroactively.  The  farmer, 
independent  oil  producer,  and  other 
business  men  and  women  who  made 
good  faith  investments  earlier  this 
year  are  being  penalized  by  the  retro- 
active repeal  of  the  ITC.  That's  not 
fair. 

In  addition  to  the  ITC,  one  of  the 
most  important  provisions  of  the 
present  Tax  Code  for  farmers  has 
been  income  averaging— this  too,  is 
being  repealed.  Young  couples  who  are 
two-earner  families,  are  also  hit  by 
repeal  of  income  averaging,  not  to 
mention  repeal  of  the  two-earner  de- 
duction. The  income  of  young  couples, 
when  one  spouse  leaves  the  work  force 
to  begin  a  family  and  then  reenters 
later  in  the  year,  experiences  great 
bulges.  Income  averaging  helps  these 
struggling  families  who  are  often  also 
burdened  with  consumer  debt,  the  in- 
terest deduction  on  which  is  also  being 
phased  out.  It  isn't  fair.  Students  just 
coming  into  the  job  market  are  also 
being  treated  unfairly  by  repeal  of  the 
income  averaging  provision.  And, 
speaking  of  students,  that  part  of  a 
scholarship  not  used  for  educational 
purposes  would  be  taxable  and  inter- 
est deductions  on  educational  loans 
would  be  phased  out.  That's  not  fair. 

Finally,  the  State  and  many  munici- 
palities in  Oklahoma  are  actively  seek- 
ing new  business  and  industry  in  an 
effort  to  broaden  Oklahoma's  econom- 
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ic  base.  This  tax  bill  will  result  in  nu 
merous  changes  in  the  rules  for  tax 
exempt  bonds  and  will  raise  Govern- 
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ment  borrowing  costs  and  restrict  the 
authority  of  State  and  local  govern- 
ments to  issue  such  bonds.  These  re- 
strictions come  at  a  bad  time  for  Okla- 
homans.  In  addition,  while  some  Okla- 
homans  will  pay  less  in  Federal  taxes, 
all  Oklahoma  taxpayers  will  see  an  in- 
crease in  the  State  income  tax  they 
pay. 

Madam  Speaker,  there  are  some  fa- 
vorable provisions  in  this  bill.  For 
exmple.  I  thank  the  conferees  for  re- 
taining most  of  the  current  tax  provi- 
sions favorable  to  the  hard  hit  domes- 
tic petroleum  industry.  The  conferees 
have  labored  long  and  hard  on  this 
historic  package  and  I  appreciate  their 
efforts.  However,  on  balance,  I  don't 
believe  the  provisons  are  in  the  best 
interest  of  my  constituents  and  I 
intend  to  vote  against  the  conference 
report.  I  urge  my  colleagues  to  do  like- 
wise. 


TAX  REFORM  PACKAGE  RISKS 
RECESSION 

(Mr.  WATKINS  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  WATKINS.  Madam  Speaker,  I 
stand  in  opposition  to  the  tax  reform 
package,  because  I  truly  believe  that  it 
will  drive  us  into  a  recession. 

In  the  business  section  of  today's 
paper,  Paul  Volcker  indicated  that  we 
are  competitive  again,  but  he  says  that 
we  need  a  couple  of  things  to  happen: 
to  decrease  consumption  and  increase 
investment. 

Madam  Speaker,  I  submit  to  you 
that  the  tax  package  does  right  oppo- 
site—it will  increase  consumption  and 
decrease  investment,  driving  us  into  a 
recession. 

I  submit  to  you  that  President  Rea- 
gan's tax  reform  package  is  a  tax 
fraud  package  on  the  American 
people,  and  I  urge  my  colleagues  to 
vote  against  it  today.  I  submit  to  you 
that  this  tax  package  is  a  blueprint  for 
a  recession,  for  an  economic  disaster. 
At  this  particular  time  when  we  have 
an  overvalued  dollar,  it  will  expedite 
the  erosion  of  industry  overseas  and 
undercut  the  economic  growth  that  we 
have  and  the  potential  that  we  have 
for  the  future  economic  needs  of  our 
country. 

Madam  Speaker,  I  ask  my  colleagues 
in  this  House  today  to  vote  against 
this  tax  reform  package.  Let  us  move 
our  country  forward  in  rebuilding  our 
basic  industries  and  rebuilding  those 
jobs  that  we  have  to  have,  because  I 
submit  to  you  that  within  the  next 
few  months  you  will  see  our  country  in 
a  recession  if  this  tax  package  is 
passed. 


TAX  REFORM  BILL 
CONFERENCE  REPORT 

(Mr.  COUGHLIN  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks.) 

Mr.  COUGHLIN.  Madam  Speaker,  I 
rise  today  to  express  my  support  for 
the  conference  report  on  the  tax 
reform  bill. 

No  one  disputes  the  unfairness  of 
the  present  income  Tax  Code  and  I 
have  long  advocated  that  it  be  re- 
vamped. 

But  when  the  House  considered  the 
Ways  and  Means  Committee  tax 
reform  bill,  I  opposed  its  passage.  I  op- 
posed the  bill  at  that  time  because  it 
was  seriously  flawed.  I>romises  and 
commitments  were  made  that  evening. 
Members  said  the  House  bill  would  be 
improved  in  the  Senate.  They  said  the 
measure's  inequities  would  be  correct- 
ed. 

These  improvements  were  made. 
This  bill  is  clearly  a  historic  overhaul 
of  the  Tax  Code.  Moreover,  the  meas- 
ure reforms  the  Tax  Code  in  such  a 
way  as  to  retain  most  of  the  tax  initia- 
tives commenced  in  1981. 

For  example,  prior  to  1981  the  top 
statutory  individual  tax  rate  stood  at 
70  percent.  Through  herculean  efforts, 
this  rate  was  cut  to  50  percent  in  1981. 

The  tax  bill  continues  these  reduc- 
tions by  slashing  the  top  statutory 
rate  from  50  to  28  percent.  This  28- 
percent  figure  is  the  lowest  tax  rate  in 
more  than  50  years. 

The  legislation  also  increases  the 
personal  exemption  and  standard  de- 
duction to  more  accurately  reflect  cur- 
rent economic  reality.  These  revisions, 
when  factored  into  the  increased 
earned  income  tax  credit,  will  take 
more  than  6  million  poor  families  off 
the  income  tax  rolls,  while  at  the  same 
time,  provide  significant  tax  relief  to 
middle-income  taxpayers. 

A  tough  minimum  tax  ensuring  that 
wealthy  individuals  and  profitable  cor- 
porations no  longer  escape  income 
taxes  is  proposed.  I  have  long  advocat- 
ed this  reform  to  ensure  that  those 
who  should  owe  taxes,  pay  taxes  like 
the  rest  of  us. 

As  with  any  reform  measure  on  con- 
troversial issues,  hundreds  of  compro- 
mises must  be  made  during  the  devel- 
opment of  a  final  bill.  The  same  is 
true  for  the  tax  reform  conference 
report. 

Some  traditional  deductions  are 
slated  for  repeal  and  new  restrictions 
are  added.  I  hasten  to  add  that  I  do 
have  serious  reservations  over  some  of 
these  actions  and  am  concerned  over 
their  long-term  impact.  Therefore,  I 
stand  ready  to  revisit  these  questions 
next  year  if  they  are  found  to  be  cre- 
ating inequitable  and  unfair  conse- 
quences. 

But  no  proposal  can  satisfy  every  in- 
dividual or  business.  Such  a  goal  is  im- 
possible to  attain. 
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Fairness  and  economic  growth  must 
be  fostered  and  tax  reform  should  not 
penalize  working  Americans. 

The  bill  we  are  debating  meets  these 
necessary  qualifications. 

It  reduces  taxes  for  working  men 
and  women. 

It  eliminates  the  loopholes  that  have 
enabled  wealthy  individual!)  and  prof- 
itable corporations  to  avoid  taxes. 

It  encourages  business  decisions 
based  on  economic  productivity  rather 
than  tax  consequences. 

The  bill  is  not  perfect,  as  I  have  indi- 
cated. But  it  is  a  quantum  leap  for- 
ward for  the  average  American  tax- 
payer and  I  support  its  passage. 


TAX  BILL  IS  A  MOVE  IN  THE 

RIGHT  DIRECTION 
(Mr.    DORGAN    of    Nortl:    Dakota 
asked  and  was  given  permission  to  ad- 
dress the  House  for  1  minute  and  to 
revise  and  extend  his  remarks.) 

Mr.  DORGAN  of  North  Dakota. 
Madam  Speaker,  I  am  holding  in  my 
hand  a  list  of  65  corporations,  some  of 
them  the  largest  in  America.  What  do 
they  have  in  common?  Well,  between 
1981  and  1983  they  all  made  enormous 
income  and  paid  no  taxes.  That  is  not 
a  little  tax— I  am  saying  no  taxes. 

These  enterprises  made  substantial 
income  and  paid  nothing  to  the  Feder- 
al Government  in  the  form  of  income 
taxes.  Why?  Because  our  tax  system 
has  become  such  a  punchboard  of  gim- 
micks and  loopholes  that  these  folks 
were  able  to  slip  through  it. 

If  you  believe  that  we  ought  to  win 
the  battle  against  tax  preferences  and 
tax  gimmicks  and  tax  loopholes,  you 
ought  to  vote  for  this  bill.  I  am  sur- 
prised how  many  people  come  to  this 
well  and  now  tell  us  that  the  keys  to 
the  kingdom  of  economic  growth  in 
America  reside  somewhere  in  the  crev- 
ice of  a  tax  loophole.  That  is  absurd. 

This  bill  has  some  things  wrong  with 
it.  I  will  be  the  first  to  admit  that.  But 
I  am  going  to  vote  for  it,  because  it  has 
a  tough,  certain  minimum  tax  that  re- 
quires the  freeloaders  to  come  home 
and  start  paying  tax  again  in  this 
country.  By  that  I  am  talking  about 
the  people  who  make  bif  money  and 
pay  nothing,  while  the  middle  class 
gets  stuck  with  the  saddle  of  bearing 
the  brunt  of  paying  for  America's  Gov- 
ernment. 

That  is  wrong.  This  tax  bill  goes 
down  the  road  a  long  way  to  correct 
that.  The  tax  bill  has  problems;  we 
can  correct  those  problems.  I  intend  to 
vote  "yes"  today,  because  this  is  a 
good,  strong  bill,  moving  in  the  right 
direction  to  get  people  who  are  not 
now  paying  their  taxes  at  the  upper 
income  levels  to  become  American  tax- 
payers once  again. 
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BAD  IMPUCATIONS  OF  THE  TAX 
REFORM  BILL 

(Mr.  LOWRY  of  Washington  asked 
and  was  given  permission  to  address 
the  House  for  1  minute  and  to  revise 
and  extend  his  remarks.) 

Mr.  LOWRY  of  Washington.  Madam 
Speaker,  in  an  earlier  meeting  today  I 
heard  what  I  thought  was  one  of  the 
more  ironic  statements.  It  was  said  in 
that  earlier  meeting  that  it  was  hoped 
that  those  of  us  who  are  opposing  this 
tax  bill  are  not  doing  so  because  we 
have  some  friend  or  industry  that  may 
be  hurt  by  this  tax  bill.  I  want  to  say  I 
took  umbrage  to  that  myself. 

Many  of^us  are  opposing  this  tax  bill 
because  we  are  very  worried  about  the 
state  of  the  economy,  we  are  worried 
about  what  it  does  to  increasing  our 
deficit  and  hurting  our  chances  to  do 
something  about  that.  And  we  are  very 
worried  about  the  inequities  in  this 
biU. 

I  really  must  take  exception  when  I 
heard  the  proponents  say  those  of  us 
that  are  opposed  to  this  tax  bill  are 
opposed  because  we  might  have  a  spe- 
cial interest  we  are  trying  to  protect.  I 
must  reply  that  what  has  really  been 
happening  is  they  are  using  transition 
rules,  $10  billion  of  transition  rules,  to 
gamer  votes  for  the  bill.  I  say  that 
those  special  exceptions  are  being  used 
to  get  votes  for  the  bill,  not  votes 
against  the  bill. 

I  do  not  disregard  the  people  who 
are  for  this  bill.  I  think  you  have  la- 
bored hard  on  it,  but  I  think  this  bill  is 
a  mistake.  Those  of  us  that  are  in  op- 
position are  so  because  we  think  it  is 
inequitable  and  too  great  an  economic 
gamble. 


Hyde,  Cheney,  Livingston,  and 
McEwEN. 

For  consideration  of  matters  within 
the  jurisdiction  of  the  Committee  on 
Armed  Services  under  clause  1(c)  of 
House  rule  X,  Messrs.  Aspin,  Strat- 
TON,  and  Dickinson. 

For  consideration  of  matters  within 
the  jurisdiction  of  the  Committee  on 
Post  Office  and  Civil  Service  under 
clause  1(0)  of  rule  X:  Mr.  Ford  of 
Michigan,  Mrs.  Schroeder,  Ms.  Oakar, 
Mr.  HoRTON,  and  Mr.  Young  of  Alaska. 

There  was  no  objection. 


The  resolution  was  agreed  to. 
A  motion  to  reconsider  was  laid  on 
the  table. 


APPOINTMENT     OF     CONFEREES 
ON     H.R.     4759,     INTELLIGENCE 
AUTHORIZATION        ACT        FOR 
FISCAL  YEAR  1987 
Mr.  HAMILTON.  Madam  Speaker,  I 
ask  unanimous  consent  to  take  from 
the  Speaker's  table  the  bill  (H.R.  4759) 
to  authorize  appropriations  for  fiscal 
year  1987  for  intelligence  and  intelli- 
gence-related   activities    of    the    U.S. 
Government,  the  Intelligence  Commu- 
nity  Staff,   and   the   Central   Intelli- 
gence Agency  Retirement  and  Disabil- 
ity System,  and  for  other  purposes, 
with  a  Senate  amendment  thereto,  dis- 
agree to  the  Senate  amendment,  and 
agree  to  the  conference  asked  by  the 
Senate. 

The  SPEAKER  pro  tempore  (Mrs. 
Long).  Is  there  objection  to  the  re- 
quest of  the  gentleman  from  Indiana? 
The  Chair  hears  none  and,  without  ob- 
jection, appoints  the  following  confer- 
ees: 

Messrs.  Hamilton,  Stokes,  McCur- 
DY,  Beilen^on,  Kastenmeier.  Daniel, 
Roe.  Brown  of  California,  McHugh, 
Dwyer  of  New  Jersey,  Stump.  Ireland, 


PRIVILEGES  OF  THE  HOUSE- 
CONSIDERATION  OF  HOUSE 
RESOLUTION  562 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  rise  to  a  question  of  the 
privileges  of  the  House. 

Madam  Speaker,  I  offer  a  privileged 
resolution  (H.  Res.  562)  returning  to 
the  Senate  the  bill  S.  638,  and  ask  for 
its  immediate  consideration. 

The  SPEAKER   pro   tempore.   The 
Clerk  will  report  the  resolution. 
The  Clerk  read  as  follows: 

H.  Res.  562 
Resolved.  That  the  bill  of  the  Senate  (S. 
638)  to  amend  the  Regional  Rail  Reorgani- 
zation Act  of  1973  to  provide  for  the  trans- 
fer of  ownership  of  the  Consolidated  Rail 
Corporation  to  the  private  sector,  and  for 
other  purposes,  in  the  opinion  of  this 
House,  contravenes  the  first  clause  of  the 
seventh  section  of  the  first  article  of  the 
Constitution  of  the  United  States  and  is  an 
infringement  of  the  privileges  of  this  House 
and  that  such  bill  be  respectfully  returned 
to  the  Senate  with  a  message  communicat- 
ing this  resolution. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Illinois  [Mr.  Rosten- 
KOWSKi]  is  recognized  for  1  hour. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  myself  such  time  as  I 
may  consume. 

Madam  Speaker,  this  resoluton  is 
simple  and  straightforward.  On  Febru- 
ary 4,  1986,  the  Senate  passed  S.  638, 
the  Conrail  Sale  Amendments  of  1985. 
This  bill  provides  for  the  sale  of 
Conrail  to  the  Norfolk  Southern  Rail- 
road as  proposed  by  Secretary  of 
Transportation  Dole.  As  such,  this  bill 
contains  numerous  provisions  relating 
to  the  tax  treatment  of  the  sale  of 
Conrail.  These  provisions  were  intend- 
ed to  provide  certainty  as  to  how  a 
number  of  questions  concerning  the 
operation  of  current  tax  law  were  to 
be  resolved.  Additional  provisions  re- 
lated to  the  appropriate  tax  policy  in 
situations  involving  the  sale  of  a  quasi- 
governmental  entity  to  a  private  tax- 
payer are  included. 

As  passed  by  the  Senate,  the  bill 
clearly  is  a  revenue  measure.  As  such, 
the  bill  on  its  face  violates  the  prerog- 
atives of  the  House  of  Representatives 
under  the  Constitution. 

Madam  Speaker,  I  move  the  previ- 
ous question  on  the  resolution. 
The  previous  question  was  ordered. 


CONFERENCE  REPORT  ON  H.R. 
3838,  TAX  REFORM  ACT  OF  1986 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  pursuant  to  the  order  of  the 
House  of  September  9,  1986,  I  call  up 
the  conference  report  on  the  bill  (H.R. 
3838),  to  reform  the  Internal  Revenue 
laws  of  the  United  States. 
The  Clerk  read  the  title  of  the  bill. 
The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  rule,  the  conference  report 
is  considered  as  having  been  read. 

(For  conference  report  and  state- 
ment, see  proceedings  of  the  House  of 
September  18.  1986,  at  page  H7351.) 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  order  of  the  House  of  Sep- 
tember 9,  1986,  the  gentleman  from  Il- 
linois [Mr.  ROSTENKOWSKI)  will  be  rec- 
ognized for  1  hour  and  30  minutes  and 
the  gentleman  from  Tennessee  [Mr. 
Duncan]  will  be  recognized  for  1  hour 
and  30  minutes. 

Mr.  ARCHER.  Madam  Speaker,  may 
I  inquire  as  to  whether  either  the  ma- 
jority or  minority  manager  of  the  con- 
ference report  is  opposed  to  the  bill? 

The  SPEAKER  pro  tempore.  Is  the 
gentleman  from  Tennessee  [Mr. 
Duncan]  opposed  to  the  bill? 

Mr.  DUNCAN.  I  am  not  opposed  to 
it.  Madam  Speaker. 

Mr.  ROSTENKOWSKI.  I  am  not  op- 
posed. Madam  Speaker. 

Mr.  ARCHER.  Madam  Speaker, 
under  clause  2,  rule  XXVIII,  I  demand 
one-third  of  the  debate  time  as  the 
leader  of  the  opposition  to  the  bill. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Texas  [Mr.  Archer] 
will  be  recognized  for  1  hour,  the  gen- 
tleman from  Tennessee  [Mr.  Duncan] 
will  be  recognized  for  1  hour  and  the 
gentleman  from  Illinois  [Mr.  Rosten- 
KOWSKi]  will  be  recognized  for  1  hoar. 
Mr.  ARCHER.  Madam  Speaker,  I 
have  a  unanimous-consent  request.  In- 
asmuch as  I  understand  all  of  the  time 
that  is  going  to  be  used  by  both  the 
majority  and  minority,  their  2  hours, 
will  be  assigned  only  to  those  Mem- 
bers who  are  for  the  bill,  and  inas- 
much as  it  is  a  far  simpler  task 
timewise  to  make  the  arguments  for 
the  bill  than  to  make  the  arguments 
against  the  bill,  I  ask  unanimous  con- 
sent that  the  opposition  be  granted  an 
additional  hour  so  as  to  equalize  the 
time  for  and  against  the  bill,  in  the 
name  of  fairness. 

Mr.  KLECZKA.  Madam  Speaker,  I 
object. 

The  SPEAKER  pro  tempore.  Objec- 
tion is  heard. 

Mr.  ARCHER.  Madam  Speaker.  I 
have  another  unanimous-consent  re- 
quest. That  request  is  that  if  the  time 
allotted  today  on  the  agenda  is  not  ex- 
tended, both  the  majority  and  the  mi- 
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nority  code  15  minutes  to  the  opposi- 
tion of  their  time  so  that  once  again 
the  time  would  be  equalized  within  the 
3-hour  period. 

Mr.  KLECZKA.  Madam  Speaker,  I 
object. 

The  SPEAKER  pro  tempore.  Objec- 
tion is  heard. 

The  Chair  recognizes  the  gentleman 
from  Illinois  [Mr.  Rostenkowski]. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  myself  such  time  as  I 
may  consume. 

Madam  Speaker,  I  bring  to  the  floor 
H.R.  3838.  the  Tax  Reform  Act  of 
1986. 

Since  we  began  this  mission  almost  2 
years  ago,  tax  reform  has  been  sur- 
rounded by  controversy  and  hyperbo- 
le. It  has  been  called  a  great  threat  to 
American  free  enterprise.  It  has  been 
called  the  greatest  tax  bill  in  the  coun- 
try's history. 

Like  any  other  major  economic  initi- 
ative, the  Tax  Reform  Act  is  a  re- 
sponse to  a  moment  in  history.  It  does 
not  pose  a  threat  to  the  Nation's  econ- 
omy—nor is  it  the  tax  bill  to  end  all 
tax  bills.  Rather,  it  confronts  a  mount- 
ing crisis  of  confidence  and  economic 
distortion  at  just  the  right  time.  And 
greatly  lessens  the  risk  of  both. 

The  Tax  Reform  Act  of  1986  is  re- 
markable on  a  number  of  scales. 

It  is  the  broadest  tax  bill  ever  writ- 
ten. The  number  of  pages  is  never  the 
measure  of  a  bill's  reach,  but  in  the 
case  of  tax  reform  the  number  of 
pages  does  reflect  its  enormous  impact 
on  the  way  America's  income  bill  be 
taxed  in  the  future. 

The  bill  will  shift  more  than  $120 
billion  in  tax  liability  from  individuals 
to  corporations— restoring  a  balance 
that  existed  at  the  start  of  this 
decade.  It  also  shifts  the  ratio  between 
the  tax  on  capital  and  the  tax  on 
labor— and  establishes  new  and  more 
productive  patterns  of  national  invest- 
ment. 

Tax  reform's  popular  appeal  and  its 
political  force  is  its  promise  of  fairness 
to  working  families.  No  other  theme 
could  have  gained  the  support  of  such 
a  broad  spectrum  of  taxpayers.  It  was 
not  the  hope  of  more  tax  cuts  that 
stirred  a  doubting,  often  cynical, 
nation— but  the  sense  that  the  family 
down  the  street  or  the  corporation 
across  town  can't  beat  the  system  any 
longer. 

It's  a  bill  that  reaches  deep  into  our 
national  sense  of  justice— and  gives  us 
back  a  trust  in  government  that  has 
slipped  away  in  the  maze  of  tax  pref- 
erences for  the  rich  and  powerful. 

Tax  reform  is  the  great  equalizer  be- 
tween income  classes.  Its  most  just 
edict  is  to  remove  more  than  6  million 
working  poor  from  the  tax  rolls.  These 
are  families  whose  taxes  have  sense- 
lessly moved  steadily  upward  over  the 
last  5  years.  The  working  poor  get  far 
and  away  the  largest  tax  cut  in  this 
bill.  More  than  $5  billion  in  relief  is 


provided  for  them.  For  the  family  of 
four  living  at  the  poverty  line,  the  tax 
cut  will  be  more  than  a  thousand— an 
80-percent  reduction. 

We  have  reduced  the  permanent  tax 
brackets  for  individuals  from  15  to  2. 
We  have  put  tens  of  billions  of  dollars 
back  into  the  pockets  of  taxpayers. 
But  even  more  important,  we  have 
structured  the  rest  of  the  code  in  such 
a  way  as  to  leave  the  new  income  tax 
system  more  progressive  than  today's. 
Again— the  Tax  Reform  Act  of  1986 
promises  a  more  progressive  tax  in 
every  income  range  than  does  present 
law. 

Much  of  the  restructuring  was 
achieved  by  raising  the  personal  ex- 
emption and  the  standard  deduction— 
and  came  at  the  expense  of  costly  tax 
preferences  enjoyed  by  those  with 
good  tax  lawyers  and  accountants.  The 
most  significant  change  would  elimi- 
nate the  preferential  treatment  now 
given  capital  gains  which  has  long 
been  the  basis  of  most  tax  sheltering 
schemes. 

On  top  of  that,  the  conference  added 
a  tough  minimum  tax  that  demands  a 
minimum  contribution  from  those 
who  now  shield  most  or  all  tax  liabil- 
ity through  the  use  of  preferences. 

Along  the  way.  the  House  convinced 
Senate  negotiators  to  maintain  the  de- 
ductibility of  individual  retirement  ac- 
counts for  those  with  moderate  in- 
comes—and guaranteed  better  pension 
benefits  and  wider  coverage  for  low- 
income  and  short-term  workers. 

Preserved  in  this  bill  are  the  code's 
most  durable  individual  economic  and 
social  incentives  like  deductions  for 
home  mortgage  interest  and  charita- 
ble giving— with  credits  for  child  care 
and  low-income  earnings. 

The  greatest  provider  in  the  bill  is 
corporate  America— particularly  those 
corporations  with  healthy  earnings 
that  now  pay  little  or  no  taxes. 

I  began  the  campaign  for  tax  reform 
with  the  premise  that  middle-income 
families  should  be  the  big  benefici- 
aries—and that  every  private  interest 
across  the  country  should  ante  up  a 
small  part  of  the  tab.  Our  supporters 
numbered  those  corporations  and 
small  businesses  paying  high  tax  rates 
while  other  industrials  sectors  walked 
away  with  most  of  the  preferences. 
Our  opponents  are  predictably  those 
determined  to  protect  the  status  quo— 
and  all  the  abusive  and  excessive  tax 
dodges  that  go  with  it. 

We  fought  one  battle  after  another 
to  even  out  tax  liabilities  between  indi- 
vidual industries  and  entire  sectors. 
We  stepped  on  some  big  toes  as  we 
took  back  some  well-worn  incentives 
from  big  banks,  big  oil,  big  insurance 
and  big  defense  contractors. 

We  managed  to  preserve  most  of  the 
tax  breaks  that  legitimately  contrib- 
ute to  economic  growth  and  capital 
formation— and  eliminated  some  of 
the  least  productive.  We  tried  to  en- 


courage business  to  get  out  of  tax  gim- 
micks—and back  into  straightforward 
profitmaking.  As  Roger  Smith  of  Gen- 
eral Motors  puts  it:  "All  we  want  to  do 
is  what  we  do  best— make  cars."  And 
this  bill  gives  them  a  head  start. 

Beyond  dramatically  lower  tax  rates, 
the  tradeoff  for  the  business  commu- 
nity is  a  consumer  who  has  more 
money  to  spend— and  an  investor  who 
expects  real  economic  dividends, 
rather  than  paper  losses.  And  perhaps 
most  important,  business  can  proceed 
with  the  certainty  that  the  Tax  Code 
will  not  be  turned  upside  down  next 
year  and  the  year  after. 

If  I  have  one  philosophic  quest  as 
chairman,  it's  to  check  the  annual 
sport  of  tightening  and  loosening  the 
Federal  Tax  Code.  I  don't  want  to 
come  back  next  year  and  open  another 
round  of  rearranging  tax  preferences. 
But  those  who  didn't  get  their  way— 
those  who  fought  even  minimal  contri- 
butions—are already  lining  up  with 
schemes  to  undo  reform.  And  their 
allies  have  spread  the  word  that  tax 
reform  will  drive  the  country  into  an- 
other economic  recession  if  we  don't 
add  back  tax  breaks. 

Change  always  brings  apprehension. 
Every  business  in  America  will  be  af- 
fected by  tax  reform.  It  will  take 
months  to  adjust  to  new  rates  and 
fewer  incentives.  It  will  take  months 
just  to  get  used  to  less  Government 
intervention.  For  some  the  adjustment 
will  be  more  painful  than  for  others. 
But  the  long-term  prescription  con- 
tained in  the  bill  guarantees  not  only 
healthy  economic  gains  but  the  free- 
dom to  take  risks  and  a  more  level 
field  on  which  to  compete  for  new  cap- 
ital and  new  markets. 

As  to  the  prospect  of  raising  taxes  to 
reduce  the  deficit,  it's  the  President's 
call.  The  deficit  was  created  by  this 
administration.  It  should  be  solved  by 
this  administration.  I  have  long  advo- 
cated a  tax  increase  to  bring  down  the 
deficit.  And  I  have  no  doubt  that  we 
will  be  forced  to  act  in  the  future. 

But  that  forecast  has  little  bearing 
on  the  substance  of  tax  reform— or  the 
vote  we  must  make  today. 

Today's  vote  is  very  straightforward. 
Do  we  want  to  give  this  country  tax 
reform— or  don't  we?  Do  we  want  to 
give  back  to  middle-income  taxpayers 
the  fairness  they  do  not  believe  will 
ever  come?  Or  do  we  want  to  stand  for 
the  status  quo  which  goes  hard  on  the 
poor— and  easy  on  the  rich? 

Do  we  want  to  give  all  business  in 
America  an  equal  crack  at  capital  in- 
vestment? Or  do  we  want  to  protect 
corporate  giants  like  General  Dynam- 
ics that  pay  no  tax  on  huge  profits? 
Who  is  more  important  to  this  Con- 
gress—the special  interest,  or  the 
public  interest? 

I  appreciate  the  pressure  we  are  all 
under.  I  understand  the  move  to  kill 
this  conference  report.  I  have  heard 
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all  the  naysayers'  predictions  of  eco- 
nomic collapse.  I  have  heard  corporate 
lobbyists  talk  of  mass  bankruptcy.  I 
have  heard  the  highest  paid  Federal 
workers  fret  about  their  pensions. 

About  the  only  people  I  have  not 
heard  from  are  the  very  people  this 
bill  does  the  most  for.  And  that  is  the 
middle-income  taxpayers  who  finally 
believe  that  Congress  is  going  to  send 
them  a  tax  cut. 

They  are  the  real  tribunal  which 
judges  us  today.  They  are  the  men  and 
women  to  whom  we  must  make  our 
case  no  matter  which  way  we  vote. 

I  ask  that  you  vote  for  this  confer- 
ence report  and  gain  back  much  of  the 
Nation's  confidence  in  our  Tax  Code 
that  has  so  sadly  washed  away  over 
the  last  decade. 

Now  that  I  have  described  the  strong 
policy  reasons  for  this  essential  bill.  I 
wish  to  clarify  a  number  of  other 
issues  regarding  this  legislation. 

There  are  several  specific  issues  ad- 
dressed by  this  legislation  for  which 
further  explanation  or  clarification  of 
the  conference  agreement  may  be 
helpful.  Questions  have  arisen  regard- 
ing implications  of  a  number  of  miscel- 
laneous areas  of  the  legislation  which 
may  not  have  been  fully  answered  in 
the  statement  of  managers.  I  hope 
that  the  following  comments  will  pro- 
vide guidance  to  both  taxpayers  and 
appropriate  Government  officials  re- 
garding these  conference  decisions. 

First,  some  questions  have  arisen  re- 
garding the  interaction  between  2-per- 
cent the  floor  on  miscellaneous  item- 
ized deductions  included  in  title  I  of 
the  bill  and  the  present  $3,000  limita- 
tion on  the  deductibility  of  Members' 
away-from-home  expenses.  As  many 
Members  are  aware.  Members  of  Con- 
gress are  subject  to  a  special  restric- 
tion in  the  Tax  Code  that  limits  our 
deductions  for  our  away-from-home 
expenses  to  no  more  than  $3,000.  This 
has  been  the  law  since  1954,  and  it  is 
not  changed  by  this  conference  report. 
There  has,  however,  been  some  confu- 
sion over  how  this  provision  relates  to 
the  new  2-percent  floor  on  miscellane- 
ous itemized  deductions  that  is  added 
to  the  Tax  Code  by  this  conference 
report. 

Both  the  existing  $3,000  annual  limi- 
tation and  the  new  2-percent  floor  of 
adjusted  gross  income  [AGI]  on  mis- 
cellsmeous  itemized  deductions  will 
apply  in  determining  the  amount  of  a 
Member's  deductible  away-from- 
home— Washington— living  expenses. 
The  deduction  will  be  determined  by 
first  applying  the  2-percent  floor  to 
determine  tentatively  the  Member's 
allowable  miscellaneous  itemized  de- 
ductions—including Washington  living 
costs.  The  deduction  for  the  portion  of 
those  expenses  attributable  to  Wash- 
ington living  costs  will  be  further  lim- 
ited to  $3,000.  Following  are  several 
examples  to  illustrate  these  rules. 


Example  1:  Assume  a  Member  has 
$100,000  of  AGI  and  total  Washington 
living  expenses  of  $10,000.  For  simplic- 
ity, assume  the  Member  has  no  other 
miscellaneous  itemized  deductions.  Ap- 
plying the  2-percent  floor,  the  deduc- 
tion would  first  be  limited  to  $8,000— 
the  excess  of  the  expenses  over  2  per- 
cent of  $100,000.  The  deduction  for 
Members'  living  expenses  would  be 
further  limited,  as  under  present  law 
to  $3,000. 

Example  2:  Assume  the  same  facts  as 
example  1,  except  that  the  Member 
has  $3,000  of  Washington  living  ex- 
penses. Application  of  the  2-percent 
floor  would  limit  the  deduction  to 
$1,000,  which  is  fully  deductible  as  it  is 
less  than  the  $3,000  limitation. 

Example  3:  Assume  that  a  Member 
has  $100,000  of  AGI  and  that  the 
Member  has  $5,000  of  Washington 
living  expenses.  In  addition,  assume 
the  Member  has  $5,000  of  other  mis- 
cellaneous itemized  deductions  for  a 
total  of  $10,000  of  miscellaneous  item- 
ized deductions.  Application  of  the  2- 
percent  floor  would  limit  that  deduc- 
tion to  $8,000,  and  the  amount  disal- 
lowed because  of  the  2-percent  floor  is 
disallowed  proportionately.  Thus, 
after  application  of  the  2-percent 
floor,  the  Member  can  deduct  $4,000 
of  the  other  miscellaneous  deductions, 
and  $4,000  of  the  Member's  expenses. 
This  $4,000  deduction  is  further  limit- 
ed to  $3,000  because  of  the  special  lim- 
itation on  deducting  Member's  ex- 
penses. Thus,  the  Member  can  deduct 
a  total  of  $7,000  of  miscellaneous  item- 
ized deductions. 

Title  2  of  H.R.  3838  repeals  the  in- 
vestment tax  credit.  Section  212  of  the 
legislation  provides  a  carryback  of  ex- 
isting carryforward  of  certain  invest- 
ment tax  credits  for  certain  compa- 
nies. Nothing  in  section  212(f)(2)  of 
the  conference  agreement  is  intended 
to  limit  application  of  section  1113  of 
the  Bankruptcy  Code. 

In  regard  to  the  repeal  of  the  invest- 
ment tax  credit,  property  qualifying  as 
transition  property  under  the  binding 
contract  exception  may  continue  to 
qualify  if  the  contract  is  transferred, 
including  cases  where  there  is  more 
than  one  transfer  or  a  transfer  be- 
tween two  parties.  Further,  while  tran- 
sition property  generally  may  not  be 
placed  in  service  before  such  a  trans- 
fer, transition  property  may  be  placed 
in  service  before  a  transfer  if  it  is 
leased  back  to  the  transferor,  under  a 
sale-leaseback  transaction,  within  3 
months  after  the  date  the  property 
was  originally  placed  in  service.  For 
example,  property  otherwise  eligible 
for  the  binding  contract  exception 
may  retain  that  status  if  the  contract 
is  transferred  several  times,  including 
a  transfer  between  related  parties,  and 
then  placed  in  service  within  3  months 
of  a  sale-leaseback  agreement. 

Taxpayers  have  requested  guidance 
regarding  what  is  a  substantial  modifi- 


cation of  a  contract  since,  for  purposes 
of  the  transition  rules,  a  contract  will 
not  be  considered  binding  at  all  times 
if  it  is  substantially  modified.  If  a  tax- 
payer transfers  his  or  her  rights  to 
such  property  under  construction  or 
such  contract  to  another  taxpayer,  the 
bill  does  not  apply  to  the  property  in 
the  hands  of  the  transferee,  as  long  as 
the  property  was  not  placed  in  service 
by  the  transferee  before  the  transfer 
by  the  transferor.  A  contract  will  not 
cease  to  be  binding  because  there  is  a 
bilateral  agreement  to  reduce  the  pur- 
chase price  of  the  property  by  no  more 
than  20  percent  or  change  the  financ- 
ing terms. 

I  would  also  like  to  clarify  an  aspect 
of  the  conference  agreement  relating 
to  repeal  of  the  General  Utilities  doc- 
trine. 

As  stated  in  the  Statement  of  Man- 
agers, the  purposes  of  the  conference 
agreement  repeal  of  General  Utilities 
include  conforming  the  treatment  of 
liquidating  sales  and  distributions  to 
the  treatment  of  nonliquidating  trans- 
actions under  present  law,  so  that 
when  appreciated  corporate  property, 
including  stock  of  a  subsidiary,  is 
transferred  to  a  corporate  or  an  indi- 
vidual recipient  outside  the  economic 
unit  of  the  selling  or  distributing  af- 
filiated group,  corporate  level  recogni- 
tion is  required. 

The  conference  agreement  statutory 
language  specifically  requires  corpo- 
rate level  recognition  when  stock  of  a 
subsidiary  is  sold.  The  statute  contem- 
plates that  a  sale  of  subsidiary  stock 
may,  under  an  election,  be  treated  as  a 
sale  of  the  assets  of  the  subsidiary  in- 
stead, so  as  to  avoid  potential  for  mul- 
tiple corporate  level  taxation  of  the 
same  appreciation.  However,  the  stat- 
ute specifically  rejects  the  concept 
that  recognition  can  be  deferred 
merely  because  the  underlying  assets 
of  the  subsidiary  do  not  obtain  a 
stepped-up  basis. 

The  statute  does  not  tax  distribu- 
tions in  liquidation  of  80-percent  sub- 
sidiaries within  an  affiliated  group,  be- 
cause the  property— together  with  the 
other  attributes  of  the  liquidated  sub- 
sidiary—is retained  within  the  eco- 
nomic unit  of  the  affiliated  group.  Be- 
cause such  an  intercorporate  transfer 
within  the  group  is  a  nonrecognition 
event,  carryover  basis  follows.  As  a 
result  of  the  carryover  basis,  the  cor- 
porate level  tax  will  be  paid  if  the  dis- 
tributed property  is  disposed  of  by  the 
recipient  corporation  to  a  person  out- 
side of  the  group. 

It  is  understood  that  taxpayers 
under  present  law  attempt  to  rely  on 
certain  consolidated  return  regula- 
tions to  structure  a  result  that,  if  per- 
mitted for  acquisitions  after  the  con- 
ference agreement  is  effective,  would 
be  inconsistent  with  the  purposes  of 
General  Utilities  repeal  and  with  the 
basic  statutory  provisions  of  the  con- 
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ference  agreement.  For  example,  they 
may  structure  an  acquisition  of  a  cor- 
poration in  a  manner  that  facilitates 
the  ultimate  disposition  of  some  of  its 
underlying  businesses  outside  the  eco- 
nomic unit  of  the  affiliated  group, 
without  the  imposition  of  corporate 
level  tax  on  the  appreciation  in  such 
businesses. 

The  conference  report  states,  in  this 
cormection,  that  the  Treasury  Depart- 
ment will  consider,  in  a  consolidated 
context,  whether  aggregation  of  own- 
ership rules  similar  to  those  in  section 
1.1502-34  of  the  regulations  should  be 
provided  for  purposes  of  determining 
status  as  an  80-percent  distributee. 

Since  the  conferees  generally  adopt- 
ed the  House  provision  with  respect  to 
the  repeal  of  General  Utilities,  I  would 
like  to  clarify  the  intent  of  this  state- 
ment and  the  House  provision.  The 
purpose  is  to  grant  the  Treasury  De- 
partment flexibility  so  that  only  trans- 
actions that  use  the  consolidated 
return  regulations  to  avoid  the  pur- 
poses of  the  conference  agreement  are 
affected.  There  may  be  situations  that 
do  not  involve  the  acquisition  of  a 
target  corporation  and  a  subsequent 
disposition  of  appreciated  stock  or 
other  property  of  the  target  corpora- 
tion outside  the  corporate  group,  in 
which  the  aggregation  rules  are  not 
used  to  avoid  the  basic  statutory  rules. 
In  such  cases,  the  Treasury  Depart- 
ment might  permit  the  aggregation 
rules  to  continue  in  effect  if  it  other- 
wise wished  to  do  so. 

F\irthermore,  the  Treasury  Depart- 
ment might  develop  alternative  rules 
to  require  corporate  level  recognition 
where  a  transaction  would  otherwise 
avoid  the  basic  statutory  rules  and 
purposes  of  the  conference  agreement. 

As  one  example,  such  avoidance 
would  most  plainly  occur  when  it  is 
reasonable  to  infer  that  the  disposi- 
tion of  an  acquired  business,  without 
paying  the  corporate  level  tax  on  the 
built-in  appreciation,  was  contemplat- 
ed as  a  reasonable  possibility  at  the 
time  of  an  acquisition.  Such  an  infer- 
ence could  be  presumed  if  the  disposi- 
tion, or  active  negotiations  for  sale,  oc- 
curred within  any  period  of  time  rea- 
sonably related  to  the  acquisition, 
taking  into  account  all  the  facts  and 
circiunstances— including  the  necessity 
of  obtaining  funds  to  pay  debt  in- 
curred in  the  acquisition,  to  redeem 
preferred  stock  issued  in  that  connec- 
tion, or  any  other  factors. 

In  such  cases,  whether  by  not  pro- 
viding aggregation  rules,  or  by  such 
other  provisions  as  Treasury  may 
timely  provide,  it  is  expected  that  the 
disposition  of  the  acquired  businesses 
by  the  acquiring  corporation  will 
result  in  the  recognition  of  the  net  un- 
realized built-in  gain  of  such  business, 
determined  as  of  the  time  of  the  acqui- 
sition. The  net  unrealized  built-in  gain 
generally  would  be  the  excess  of  the 
allocable  purchase  price  of  the  busi- 


26205 


ness  that  is  disposed  of  over  the  aggre- 
gate adjusted  basis— of  stock  in  the 
case  of  a  subsidiary— at  the  time  of  the 
acquisition. 

Such  transactions  could  otherwise 
avoid  a  principal  purpose  of  General 
Utilities  repeal,  to  eliminate  tax  biases 
that  can  favor  the  disposition  of  cor- 
porate assets  by  an  acquiror  in  the 
course  of  an  acquisition,  over  disposi- 
tions by  the  original  owners. 

With  respect  to  long-term  contracts, 
it  is  important  to  clarify  that  under 
Internal  Revenue  Code  section  460— as 
added  by  title  8  of  this  bill— the  calcu- 
lation for  the  percentage  of  comple- 
tion is  a  cumulative  one.  The  income 
recognized  for  any  taxable  year  will 
equal  the  excess  of  the  percentage  of 
completion  at  the  end  of  the  taxable 
year  multiplied  by  the  gross  contract 
price  over  the  amounts  recognized 
under  the  percentage  of  completion 
method  for  the  long-term  contract  in 
prior  years. 

Title  12  of  the  conference  agreement 
imposes  current  tax  on  each  U.S. 
person  who  owns  stock  in  any  25  per- 
cent or  more  U.S.-owned  foreign  insur- 
ance company  with  respect  to  income 
from  insuring  risks  of  U.S.  stockhold- 
ers and  related  parties.  It  is  intended 
that  no  inference  be  drawn  from  the 
legislative  history  of  section  1221  of 
the  act  concerning  any  determination 
as  to  whether  the  insurance  income  of 
any  foreign  corporation  is  effectively 
connected  with  the  conduct  of  a  trade 
or  business  within  the  United  States. 

Another  of  the  foreign  tax  provi- 
sions of  the  conference  agreement 
may  need  clarification.  This  provision 
addresses  an  issue  that,  if  it  were  not 
adequately  addressed  in  the  confer- 
ence agreement,  could  be  expected  to 
reduce  the  effectiveness  of  many  of 
the  bill's  reforms  relating  to  the  for- 
eign tax  credit  and  the  antitax  haven 
rules.  I  refer  to  the  practice  of  factor- 
ing receivables;  that  is,  buying  another 
person's  receivable  at  a  discount,  thus 
earning  a  profit  by  collecting  more 
from  the  obligation  than  one  paid  for 
it. 

U.S.  corporate  taxpayers  today  have 
a  tax  incentive  to  move  funds  out  of 
the  United  States  and  into  foreign 
subsidiaries  to  generate  passive  income 
like  interest.  With  careful  plaiming 
under  current  law,  U.S.  taxpayers  that 
shift  these  funds  can  both  defer  U.S. 
tax  on  the  income  and  manipulate 
their  allowable  foreign  tax  credit.  This 
is  also  true  of  U.S.  taxpayers  that  rein- 
vest tax  deferred  profits  derived  by 
foreign  subsidiaries. 

The  conference  agreement  addresses 
this  potential  for  tax  avoidance  by 
adding  a  new  category  of  income, 
called  income  equivalent  to  interest,  to 
the  types  of  income  that  are  currently 
taxable  to  U.S.  shareholders  of  con- 
trolled foreign  corporations  under  the 
subpart  P  rules.  This  income  is  also  in- 
cluded  in   the  separate   foreign   tax 


credit  limitation  for  passive   income 
under  the  conference  agreement. 

I  believe  that  there  may  be  some  un- 
certainty as  to  the  meaning  or  scope  of 
this  new  category  of  income  "equiva- 
lent" to  interest.  To  clarify  its  mean- 
ing, it  may  be  useful  to  recognize  that 
this  is  simply  a  further  step  along  a 
road  we  began  to  travel  in  the  1984 
act.  In  that  act  we  first  recognized 
that  certain  types  of  income  are  eco- 
nomically equivalent  to  interest  yet 
could  be  used  to  avoid  code  provisions 
that  refer  to  interest,  simply  because 
the  income  was  arguably  not  classified 
as  interest.  The  1984  act  specified  that 
income  from  the  factoring  of  related 
parties'  receivables  is  to  be  treated  as 
interest  for  certain  purposes,  because 
we  concluded  that  such  income's  pre- 
dominant character  is  like  that  of  in- 
terest. That  conclusion  was  supported 
by  the  writings  of  tax  professionals 
who  extolled  factoring  as  a  means  of 
earning  income  economically  identical 
to  interest  while  avoiding  code  provi- 
sions aimed  at  interest.  Congress  in 
1984  agreed  with  those  commentators 
that  the  predominant  character  of  the 
income  relates  to  a  return  on  the  use 
of  advanced  funds— that  is,  the  time 
value  of  money— and  is  not  properly 
distinguishable  from  interest  income. 

Now,  in  this  bill,  rather  than  at- 
tempting to  identify  and  list  every 
type  of  transaction  that  generates 
income  equivalent  to  interest,  we  have 
simply  provided  a  rule  that  applies  ge- 
nerically  to  all  such  income.  We  found 
in  1984  that  the  factoring  of  related 
part  receivables  is  equivalent  to  inter- 
est, and  I  believe  it  is  clear  that  the 
factoring  of  unrelated  party  receiv- 
ables generally  generates  income 
equivalent  to  interest  that  should  be 
subject  to  the  bill's  rules.  Income  gen- 
erated by  buying  receivables  at  a  dis- 
count may  be  attributable  to  three 
factors;  that  is,  it  may  be  attributable 
to  the  assumption  of  business  risk,  to 
the  carrying  out  of  collection  activity, 
and  to  the  time  value  of  the  money 
paid  for  the  receivable.  In  any  case 
where  the  predominant  character  of 
the  income  received  relates  to  the  time 
value  of  money,  the  income  received  is 
equivalent  to  interest. 

I  think  it  is  important  to  emphasize 
this  point,  because  given  the  other  re- 
forms incorporated  in  the  bill,  taxpay- 
ers will  have  a  tremendous  incentive  to 
factor  unrelated  party  receivables  in 
order  to  get  tax  benefits  previously 
available  from  the  factoring  of  related 
party  receivables— before  the  1984 
act— and  from  other  activities  now 
foreclosed  by  this  bill.  Seminars  have 
already  been  held  extolling  such  imre- 
lated  party  transactions  as  a  new 
means  of  avoiding  code  provisions 
aimed  at  interest.  The  character  of 
income  from  such  transactions  is  pre- 
dominantly like  that  of  interest 
income,  and  thus  comes  within  the 
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definition  of  income  equivalent  to  in- 
terest in  the  conference  agreement. 

Finally.  I  conclude  by  noting  that  we 
have  been  advised  that  inventive  tax- 
payers are  continuing  to  develop  and 
use  new  economic  sut)stitutes  for  loans 
in  an  attempt  to  manipulate  the  sub- 
part F  rules  and  the  foreign  tax  credit. 
Income  equivalent  to  interest  is  noth- 
ing more,  and  nothing  less,  than 
income  from  such  new  and  developing 
types  of  financing  transactions,  which 
attempt  to  disguise  in  some  other  form 
income  that  is  attributable  to  the  time 
value  of  money.  Any  and  all  such 
transactions  are  intended  to  be  cov- 
ered by  the  new  category  of  income 
equivalent  to  interest. 

Under  title  12  of  this  legislation,  the 
U.S.  Virgin  Islands  will  continue  to  use 
the  mirror  code.  After  1986.  full  au- 
thority will  be  granted  to  Guam  and 
the  Commonwealth  of  the  Northern 
Mariana  Islands  to  determine  their 
own  income  tax  laws  as  American 
Samoa  currently  does.  In  developing 
these  rules,  the  Committee  on  Ways 
and  Means  has  worked  closely  with 
Chairman  Udall  and  the  Committee 
on  Interior  and  Insular  Affairs.  It  re- 
mains my  intention  to  continue  to 
work  cooperatively  within  the  jurisdic- 
tional directives  and  limitations  of  the 
House  Rules  with  the  chairman  and 
members  of  that  committee  as  further 
issues  develop  regarding  tax  matters 
of  special  concern  to  the  insular  pos- 
sessions. 

Title  13  restructures  the  rules  gov- 
erning tax-exempt  financing  to  delin- 
eate more  clearly  between  financing 
for  activities  conducted  by  governmen- 
tal units  themselves  and  activities  of 
nongovernmental  persons.  Under  the 
conference  agreement,  activities  of 
governments  such  as  schools,  roads, 
and  public  employee  salaries  may  con- 
tinue to  be  financed  without  regard  to 
many  of  the  restrictions  that  apply  to 
State  and  local  government  bonds  for 
other  private  activities.  A  brief  sum- 
mary of  the  tax-exempt  bond  provi- 
sions follows: 

First,  tax-exempt  financing  is  re- 
tained for  private  activities  where  the 
general  public  is  served— airports, 
docks  and  wharves,  mass  commuting, 
sewage  and  solid  waste  disposal,  urban 
redevelopment,  low-income  rental 
housing,  and  certain  other  activities, 
as  well  as  for  activities  of  section 
501(c)(3)  organizations  and  single 
family  housing  mortgage  bonds. 

Second,  new  State  volume  caps  are 
imposed  on  most  private  activity 
bonds. 

Third,  the  amount  of  private  use 
permitted  before  a  bond  becomes  a 
private  activity  bond  is  reduced  from 
25  percent  to  10  percent. 

Fourth,  opportunities  for  issuing 
tax-exempt  bonds  and  investing  the 
proceeds  to  earn  arbitrage  profits  at 
the  expense  of  the  Federal  Govern- 
ment are  reduced  by  reduction  in  the 


size  of  reserve  or  replacement  funds 
permitted  to  be  funded  with  bond  pro- 
ceeds and  in  the  temporary  periods 
when  unlimited  arbitrage  profits  may 
be  earned  as  well  as  by  requiring  re- 
bates of  arbitrage  profits  if  bond  pro- 
ceeds are  not  spent  within  six  months 
of  issuance. 

Fifth,  limits  are  placed  on  issuance 
of  multiple  sets  of  bonds  for  the  same 
project;  that  is.  on  awlvance  refunding. 
As  part  of  enactment  of  these  new 
rules,  all  of  the  tax-exempt  bond  pro- 
visions are  reorganized  and  reenacted 
in  11  new  code  sections.  Among  the 
present-law  provisions  that  are  reen- 
acted. some  with  technical  modifica- 
tions, are: 

First,  a  requirement  that  tax-exempt 
bonds  be  issued  in  registered  form  is 
retained. 

Second,  the  prohibition  on  Federal 
guarantees  of  tax-exempt  bonds  is  re- 
tained since  the  combination  of  such  a 
guarantee  and  tax-exception  would 
result  in  these  bonds  being  better  in- 
vestments than  Treasury  bills. 

Third,  a  requirement  that  certain  in- 
formation be  reported  to  the  Federal 
Government  when  tax-exempt  bonds 
are  issued:  is  expanded  to  all  tax- 
exempt  bonds. 

Fourth,  a  requirement  that  private 
activity  bonds  be  approved  by  a  voter 
referendum  or  public  hearing;  is  ex- 
panded to  all  private  activity  bonds. 

Fifth,  authority  to  use  tax-exempt 
bonds  for  small  manufacturing  facili- 
ties and  land  purchases  by  firsttime 
farmers  is  expanded  and  extended 
through  1989. 

I  want  to  stress  that  every  effort  has 
been  made  in  developing  this  title  to 
protect  the  legitimate  financing  needs 
of  State  and  local  governments  them- 
selves, and  to  minimize  administrative 
burdens  on  governments.  To  that  end, 
we  provided  exceptions  such  as  the 
following  for  certain  goverimiental  (as 
opposed  to  private  activity)  bonds: 

First,  liberalized  management  con- 
tract rules  are  provided  allowing  in- 
creased private  participation  in  gov- 
ernmental activities  before  bond  fi- 
nancing is  treated  as  for  a  private  ac- 
tivity. 

Second,  no  rebates  of  arbitrage  prof- 
its are  required  of  most  small  govern- 
mental units  and  special,  relaxed  rules 
are  provided  where  rebate  is  required 
on  governmental  bonds. 

Third,  the  new  volume  cap  does  not 
apply  to  the  private  use  portion  of 
governmental  bonds  where  the  bond 
issue  is  less  than  $150  million. 

Fourth,  monetary  penalties  rather 
than  loss  of  tax-exemption  are  provid- 
ed for  certain  reasonable  cause  errors 
by  governmental  units. 

It  should  be  noted  that  the  statutory 
language  and  the  statement  of  manag- 
ers for  the  compliance  provisions  in 
title  15  of  the  bill  correctly  set  forth 
the  dates  for  which  individuals  and 
corporations    may    pay    their     1986 


income  tax  liabilities  without  incur- 
ring any  additions  to  tax  for  1986  un- 
derpayments of  estimated  tax,  to  the 
extent  those  underpayments  are  due 
to  changes  in  the  law  made  by  this 
bill.  Accordingly,  the  statement  of 
managers  for  the  depreciation  provi- 
sions on  page  64,  which  states  that 
corporations  have  only  30  days  after 
enactment  of  the  act  in  order  to  avoid 
penalties  for  estimated  tax  underpay- 
ments, is  incorrect. 

Much  of  the  focus  of  this  tax  reform 
legislation  has  been  directed  toward 
those  who  shelter  income  in  order  to 
avoid  paying  taxes.  In  addition  to  its 
consideration  of  H.R.  3838,  the  Com- 
mittee on  Ways  and  Means  has  held 
initial  hearings  on  subchapter  K  of 
the  Internal  Revenue  Code  relating  to 
the  taxation  of  partners  and  partner- 
ships. The  Committee  on  Ways  and 
Means  will  continue  its  study  of  the 
appropriate  status  of  large,  publicly 
traded  limited  partnerships,  common- 
ly known  as  master  limited  partner- 
ships, to  determine  whether  the  limi- 
tations contained  in  this  legislation 
have  effectively  curtailed  the  ability 
of  individuals  to  shelter  income  from 
taxation  through  the  use  of  these  or 
other  devices,  and  to  determine  the 
extent  to  which  master  limited  part- 
nerships are  being  used  to  avoid  the 
purposes  and  effect  of  the  current 
system  of  corporate  taxation. 

As  chairman  of  the  Committee  on 
Ways  and  Means,  I  am  often  asked  to 
participate  in  colloquies  with  other 
Members  of  the  House  of  Representa- 
tives regarding  the  intent  behind,  or 
effect  of,  specific  provisions  in  tax  leg- 
islation. I  take  the  responsibility  to 
implement  the  decisions  of  the  Com- 
mittee on  Ways  and  Means,  and  in  this 
instance,  the  conference  committee, 
very  seriously.  Consequently,  I  have 
limited  the  colloquies  that  I  have 
agreed  to  participate  in  to  those  which 
do  not  attempt  to  modify  the  substan- 
tive agreement  reached  by  the  confer- 
ees on  H.R.  3838.  In  addition,  because 
we  are  discussing  a  conference  agree- 
ment rather  than  a  bill  of  merely  one 
House  of  the  Congress,  for  a  colloquy 
to  be  considered  as  reflective  of  the 
conference  agreement,  it  should  be 
discussed  in  a  substantially  similar 
manner  in  both  the  House  and  the 
Senate.  Otherwise,  the  views  ex- 
pressed can  be  considered  only  the 
views  of  one  House  and  not  necessarily 
reflective  of  the  decisions  made  by  the 
conferees. 

In  preparation  for  today's  debate  on 
this  legislation,  several  Members  have 
raised  issues  in  the  nature  of  collo- 
quies that  may  need  amplification  or 
clarification  in  order  for  taxpayers  to 
understand  the  effect  of  specific  provi- 
sions. 

I  have  discussed  with  Congressman 
Flippo  several  issues  relating  to  the 
investment  tax  credit  repeal  transition 
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rules  for  self -constructed  property  and  track  material  which  was  acquired  by 

self-constructed    plant    facilities.    We  the  taxpayer  or  subject  to  a  binding 

have  reached  a  common  understand-  contract  prior  to  January  1,  1986— or 

ing  regarding  the  following  specific  March  2.  1986,  in  the  case  of  deprecia- 

issues:  tion— such  rails,  ties,  and  other  track 

First,  I  would  like  to  clarify  the  ap-  components  and  the  costs  of  installa- 

plication  of  the  investment  tax  credit  tion  in  existing  road  beds  constitute  a 


transition  rules  to  self-constructed 
property.  Under  the  bill,  the  repeal  of 
the  investment  tax  credit  does  not 
apply  to  property  that  is  constructed 
or  reconstructed  by  the  taxpayer  if 
the  lesser  of  $1  million  or  5  percent  of 
the  cost  of  the  property  was  incurred 
or  committed  by  January  1,  1986,  and 
the  construction  or  reconstruction 
began  by  that  date.  For  purposes  of 
this  rule,  a  taxpayer  who  serves  as  the 
engineer  and  general  contractor  of  a 
project  is  treated  as  constructing  the 
property  and  construction  is  consid- 
ered to  have  begun  when  physical 
work  of  a  significant  nature  starts. 
Construction  of  a  facility  or  equip- 
ment is  not  considered  as  begun  if 
work  has  started  only  on  minor  parts 
or  components.  Under  this  provision, 
in  the  following  circumstances  con- 
struction of  property  should  be  consid- 
ered to  have  been  conunenced  so  as  to 
qualify  the  property  for  the  invest- 
ment tax  credit  imder  this  transition 
rule. 

Prior  to  January  1,  1986,  an  aircraft 
manufacturer  entered  into  binding 
contracts  with  third  parties  for  the 
construction  of  aircraft  subassemblies 
to  be  included  by  the  manufacturer  in 
the  construction  of  the  completed  air- 
craft. The  cost  to  the  aircraft  manu- 
facturer of  these  subassemblies  is  ap- 
proximately $300,000,  which  together 
with  the  costs  of  other  components  of 
the  aircraft  which  the  manufacturer 
had  incurred  or  was  required  to  incur 
on  December  31,  1985,  exceeds  5  per- 
cent of  the  cost  of  the  aircraft.  These 
subassemblies  were  designed  for  this 
model  of  aircraft,  were  specifically  or- 
dered for  the  aircraft  and  are  essential 
to  its  operation,  and  include  wing  trail- 
ing edges,  ailerons  and  tabs,  and  rud- 
ders and  tabs.  The  subcontractors 
commenced  physical  construction  of 
these  subcomponents  prior  to  January 
1,  1986.  Prior  to  the  date  the  aircraft 
is  placed  in  service  the  manufacturer 
will  transfer  it  to  its  wholly  owned 
subsidiary  that  is  included  in  the  same 
consolidated  tax  return  as  the  manu- 
facturer. 

Under  the  bill,  construction  of  the 
aircraft  would  be  considered  to  have 
begim  by  the  aircraft  manufacturer 
when  the  subcontractors  commenced 
physical  construction  of  the  subassem- 
blies on  behalf  of  the  manufacturer 
pursuant  to  the  binding  written  con- 
tract. 

As  I  have  discussed  earlier  with  Con- 
gressman Flippo,  I  would  also  like  to 
clarify  the  general  transition  rule  for 
the  investment  tax  credit  and  depre- 
ciation in  the  case  of  self-constructed 
plant  facilities.  In  the  case  of  railroad 


self-constructed  facility  covered  by  the 
transition  rule  if  more  than  half  of 
the  total  cost  is  represented  by  acqui- 
sitions or  binding  contracts  in  effect 
before  those  dates. 

This  rule  applies  in  the  case  of  re- 
placement track  where  the  construc- 
tion of  the  road  bed  has  occurred  and 
where  a  written  plan  for  programmed 
track  work  was  in  existence  before 
those  dates.  A  project  for  a  new  rail 
line  would  not  qualify  unless  actual 
construction  of  the  road  bed  had 
begun  before  those  dates. 

I  have  discussed  with  Congressman 
William  Ford  several  issues  relating 
to  the  effect  of  the  repeal  of  the  3- 
year  basis  recovery  rule.  We  have 
reached  a  common  understanding  re- 
garding the  following  specific  issues: 

The  repeal  of  the  3-year  basis  recov- 
ery rule,  which  most  frequently  af- 
fects public  employees,  may  have  cre- 
ated uncertainty  about  certain  distri- 
butions to  which  Federal  employees 
may  be  entitled.  In  addition,  I  think 
there  may  be  confusion  about  the  ef- 
fective date  of  the  provision  that 
should  be  cleared  up  so  that  individ- 
uals who  retired  during  June  1986  will 
know  what  the  tax  treatment  of  their 
benefits  will  be. 

These  problems  may  be  prevalent 
for  all  Federal  employees,  regardless 
of  their  rank  and  regardless  of  wheth- 
er they  are  employed  in  the  legislative 
or  executive  branch  of  the  Govern- 
ment. 

The  following  items  are  of  great  con- 
cern to  Congressman  William  Ford: 

First,  if  a  Federal  employee  sepa- 
rates from  service  before  retirement, 
receives  the  entire  balance  of  the  em- 
ployee's contributions  to  the  retire- 
ment system,  and,  as  a  result  of  this 
cashout.  forfeits  a  right  to  any  other 
benefits  under  the  system,  is  the 
amount  distributed  treated  as  a  non- 
taxable refund  of  employee  contribu- 
tion plus  taxable  interest  payable,  if 
any? 

Second,  under  the  old  civil  service 
retirement  system,  an  employee's  an- 
nuity cannot  exceed  80  percent  of  the 
employee's  final  average  pay.  In  addi- 
tion, employees  can  make  voluntary 
contributions  to  the  retirement  system 
in  excess  of  their  required  contribu- 
tions. An  employee  is  entitled  to  re- 
ceive these  excess  and  voluntary  con- 
tributions in  a  lump  sum.  Are  these 
cashouts  treated  as  a  nontaxable 
return  of  employee  contributions? 

Third,  when  the  Social  Security 
amendments  were  adopted  in  1983, 
certain  Federal  employees  elected  to 
be  covered  both  under  the  existing 
civil   service   retirement  system   and 


under  Social  Security.  They  made  a 
full  7  percent  of  pay  contribution  to 
civil  service  in  addition  to  paying  the 
full  tax  for  Social  Security  coverage. 
When  the  new  Federal  employee  re- 
tirement system  is  implemented  next 
year,  these  employees  will  have  the 
option  of  going  into  the  new  system  or 
into  the  integrated  offset  system.  If 
they  make  such  an  election,  they  will 
receive  a  refund  of  their  contributions 
to  the  civil  service  retirement  system 
in  excess  of  the  contributions  that 
would  have  been  required  under  the 
new  Federal  employee  retirement 
system  or  the  offset  system.  In  addi- 
tion, certain  employees  hired  between 
July  1,  1982,  and  January  1,  1984,  will 
be  entitled  to  a  refund  of  excess  con- 
tributions made  if  they  transfer  from 
the  old  civil  service  retirement  system 
to  the  new  Federal  employee  retire- 
ment system.  Are  these  refunds  treat- 
ed as  nontaxable  returns  of  employee 
contributions? 

Fourth,  under  the  basis  recovery 
rules  after  the  repeal  of  the  special  3- 
year  basis  recovery  rule,  what  happens 
if  an  employee  dies  before  fully  recov- 
ering his  or  her  employee  contribu- 
tions? 

Fifth,  are  all  employees  who  retired 
during  June  of  1986  eligible  for  the  3- 
year  basis  recovery  rule  or  only  those 
employees  who  retired  before  June  4, 
1986? 

I  want  to  emphasize  that  these  ques- 
tions raised  by  Congressman  Ford  are 
not  unique  to  a  small  group  of  Federal 
employees,  but  potentially  affect  all 
other  employees.  I  think  it  is  impor- 
tant that  we  provide  certainty  to  these 
individuals  so  that  they  understand 
what  effect  these  rules  will  have  on 
them. 

The  bill  has  the  following  effect  on 
the  issues  that  the  gentleman  raised: 

First,  in  the  case  of  an  employee 
who  cashes  out  his  or  her  employee 
contributions  on  separation  from  serv- 
ice and  forfeits  the  right  to  any  other 
retirement  benefit  under  the  retire- 
ment system,  the  amount  distributed 
is  treated  as  a  nontaxable  return  of 
employee  contributions  and  taxable 
interest,  if  any. 

Second,  in  the  case  of  an  employee 
who  has  made  voluntary  contributions 
to  the  retirement  system  or  contribu- 
tions in  excess  of  the  amount  needed 
to  fund  the  retirement  benefit,  the 
amounts  cashed  out  of  this  voluntary 
contribution  account,  are  treated  as 
part  of  a  separate  contract  and,  there- 
fore, are  a  nontaxable  return  of  em- 
ployee contributions.  Of  course,  if  in- 
terest is  also  payable  on  the  amounts 
distributed,  the  Interest  portion  of  the 
distribution  is  taxable. 

Third,  if  an  existing  employee  makes 
an  election  to  be  covered  under  the 
new  Federal  employee  retirement 
system  or  under  the  integrated  offset 
system  and  the  employee  receives  a 
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refund  of  excess  contributions  paid 
onto  the  old  civil  service  retirement 
system,  the  refunded  contributions  are 
also  treated  as  part  of  a  separate  con- 
tract and,  therefore,  are  treated  as  a 
nontaxable  return  of  employee  contri- 
butions. If  any  interest  is  payable  with 
respect  to  those  excess  contributions, 
the  interest  is  taxable. 

Fourth,  under  the  tax  reform  bill,  if 
an  individual  dies  before  fully  recover- 
ing his  or  her  employee  contributions, 
the  remaining  employee  contributions 
are  treated  as  recovered  in  the  last 
taxable  year  of  the  individual.  Thus, 
the  individual's  annuity  payments  for 
the  year  are  includible  in  gross  income 
only  to  the  extent  that  the  payments 
exceed  the  individual's  unrecovered 
employee  contributions.  In  addition,  if 
an  employee's  annuity  for  the  taxable 
year  is  less  than  the  unrecovered  em- 
ployee contributions,  such  unrecov- 
ered contributions  are  treated  as  a  net 
operating  loss  that  can  be  carried  back 
to  all  open  tax  years.  Consequently,  an 
individual  is  never  in  the  position— 
which  could  occur  under  present  law— 
of  dying  without  fully  recovering  his 
or  her  contributions  to  a  retirement 
plan. 

Fifth,  the  effective  date  of  the 
repeal  of  the  3-year  basis  recovery  is 
for  individuals  whose  annuity  starting 
date  is  after  July  1.  1986.  The  annuity 
starting  date  is  the  first  day  of  the 
first  period  for  whch  an  amount  is  re- 
ceived as  an  annuity  without  regard  to 
when  a  payment  is  actually  made. 
With  respect  to  this  effective  date,  it 
is  my  understanding  that  employees 
who  retire  before  July  1,  1986,  will 
remain  eligible  for  the  special  3-year 
basis  recovery  rule  of  present  law  be- 
cause their  annuity  starting  date  will 
be  July  1,  1986,  rather  than  after  July 
1.  1986. 

I  have  discussed  with  Congressman 
Duncan  several  issues  relating  to  the 
Termessee  Valley  Authority's  eligibil- 
ity for  a  section  401(k)  cash  or  de- 
ferred arrangement  under  this  legisla- 
tion. We  have  reached  a  common  un- 
derstanding regarding  the  following 
specific  issue: 

The  House  bill  expressly  provided 
that  the  Tennessee  Valley  Authority 
would  be  eligible  to  have  a  section 
401(k)  cash  or  deferred  arrangement. 
Although  this  express  provision  is  not 
in  the  conference  report,  it  is  my  un- 
derstanding that  the  cash  or  deferred 
arrangement  that  was  adopted  by 
TVA  in  February  1986  would  be  an  eli- 
gible section  401(k)  plan  because  TVA 
is  a  Federal  agency. 

I  also  have  discussed  with  Congress- 
man Duncan  the  issue  of  whether  the 
provision  of  the  bill  which  excludes 
certain  income  from  unrelated  trade 
or  business  income  creates  any  infer- 
ence under  present  law.  We  have 
reached  a  common  understanding  re- 
garding the  following  specific  issue: 


The  question  relates  to  section  1601 
of  the  bill  which  excludes  from  unre- 
lated trade  or  business  income  reve- 
nues from  the  use  of  a  tax-exempt  or- 
ganization's mailing  list  by  another 
such  organization.  Section  1601  of  the 
bill,  which  specifically  exempts  certain 
such  revenues  from  the  tax  on  unre- 
lated business  income  in  the  future, 
carries  no  inference  whatever  that 
mailing  list  revenues  beyond  its  scope 
or  prior  to  its  effective  date  should  be 
considered  taxable  to  an  exempt  orga- 
nization. 

I  have  discussed  with  Congressman 
Jim  Jones  several  issues  relating  to 
the  effective  date  under  this  bill  of 
provisions  governing  the  deduction  of 
interest  on  loans  from  certain  life  in- 
surance contracts.  We  have  reached  a 
common  understanding  regarding  the 
following  specific  issue: 

The  question  concerns  the  interpre- 
tation of  the  effective  date  of  provi- 
sions governing  the  deduction  for  in- 
terest on  loans  from  certain  life  insur- 
ance contracts  under  section  1003  of 
the  bill.  The  effective  date  applies  this 
provision  to  contracts  purchased  after 
June  20,  1986,  in  taxable  years  ending 
after  such  date.  An  exchange  of  a  life 
insurance  contract,  other  than  one  re- 
ceived in  exchange  for  a  life  insurance 
contract  issued  by  the  same  insurer, 
received  after  June  20,  1986,  in  ex- 
change for  an  existing  contract  should 
be  considered  to  have  been  purchased 
after  June  20,  1986. 

I  have  discussed  with  Congressman 
Pickle  and  Congressman  Jim  Jones 
several  issues  relating  to  the  effective 
date  of  the  interest  deduction  limita- 
tion in  this  legislation.  We  have 
reached  a  common  understanding  re- 
garding the  following  specific  issues: 

Section  1003  of  H.R.  3838  limits  the 
interest  deduction  on  indebtedness  in 
excess  of  $50,000  per  insured  under 
certain  life  insurance  policies  owned 
by  a  a  business  taxpayer.  The  limita- 
tion applies  only  to  indebtedness 
under  contracts  purchased  after  June 
20,  1986. 

As  I  understand  the  business,  appli- 
cations for  a  policy  of  this  sort  are 
often  sent  after  consideration  of  com- 
peting bids,  and  an  application  is  usu- 
ally considered  to  be  acceptance  of  the 
insurance  company's  bid.  However,  I 
am  informed  that  the  exact  point  in 
this  process  when  there  is  a  technical 
purchase  is  not  clear  any  may  differ 
from  State  to  State. 

Under  this  provision  policies  are  con- 
sidered purchased  for  purposes  of  the 
effective  date  once  the  policy  has  been 
applied  for.  Consequently,  the  new 
provision  does  not  limit  deductions  for 
interest  on  indebtedness  under  a 
policy  for  which  an  application  was 
submitted  to  the  insurance  company 
on  or  before  June  20,  1986. 

I  have  discussed  with  Congressman 
Daub  an  issue  relating  to  when  a  con- 
tract is  binding  under  certain  transi- 


tion rules  in  the  legislation.  We  have 
reached  a  common  understanding  re- 
garding the  following  specific  issue: 

A  contract  is  binding  even  if  subject 
to  a  condition  as  long  as  the  condition 
is  not  within  the  control  of  either 
party  or  a  predecessor.  For  example,  a 
binding  contract  to  build  an  ethanol 
plant  comes  within  the  scope  of  the 
rule  even  though  the  parties  are 
awaiting  a  Federal  guarantee. 

I  have  discussed  with  Congresswom- 
an  Kennelly  several  issues  relating  to 
the  effect  of  specific  provisions  in  this 
bill  regarding  freight  forwarder  oper- 
ating authorities.  We  have  reached  a 
common  understanding  regarding  the 
following  specific  issues: 

Section  243(b)  of  the  bill  amends 
section  266  of  the  Economic  Recovery 
Tax  Act  of  1981  to  provide  for  a  rata- 
ble deduction  over  a  60-month  period 
with  respect  to  freight  forwarding  op- 
erating authorities.  Under  section 
243(b)(2)  of  the  bill,  the  60-month 
period  commences  as  early  as  the  so 
called  deregulation  month,  which  is 
defined  in  section  243(b)(3)  of  the  bill 
to  mean  the  month  in  which  the  Sec- 
retary of  the  Treasury  or  his  delegate 
determines  that  a  Federal  law  has 
been  enacted  which  deregulates  the 
freight  forwarding  industry. 

It  is  intended  that  the  deregulation 
month  be  that  month  determined  by 
the  Secretary  of  the  Treasury  or  his 
delegate  to  be  the  month  in  which  a 
Federal  law  has  been  enacted  deregu- 
lating the  freight  forwarding  industry. 
For  example,  if  a  Federal  law  deregu- 
lating the  freight  forwarding  industry 
is  enacted  in  October  1986  and  the 
Secretary  of  the  Treasury  or  his  dele- 
gate determines  in  January  1987  that 
such  deregulation  has  occurred,  Octo- 
ber 1986  should  be  the  deregulation 
month. 

In  addition,  in  applying  the  provi- 
sions of  section  266  of  the  Economic 
Recovery  Tax  Act  of  1981,  as  amended 
by  section  243  of  the  bill,  with  respect 
to  freight  forwarding  operating  au- 
thorities, a  removal  or  modification  of 
restrictions  on  the  geographical  scope 
of  the  freight  forwarding  operating 
authority,  after  acquisition  of  such  au- 
thority or  stock  of  a  corporation  hold- 
ing such  authority,  should  not  be 
taken  into  account  for  purposes  of  ap- 
plying these  provisions. 

D  1140 

I  have  discussed  with  Congressman 
Gradison  several  issues  relating  to  the 
effective  date  of  the  repeal  of  the  de- 
duction for  qualified  discount  coupons 
under  this  legislation.  We  have 
reached  a  common  understanding  re- 
garding the  following  specific  issue: 

Mr.  Gradison  is  concerned  that  the 
effective  date  for  section  822,  the 
repeal  of  the  deduction  for  qualified 
discount  coupons  is  unclear.  The  stat- 
ute states  that  this  provision  applies 
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"to  taxable  years  beginning  after  De- 
cember 31,  1986."  The  conference 
report,  however,  applies  the  provision 
to  the  first  taxable  year  ending  after 
December  31.  1986.  The  statute  gov- 
erns in  this  instance.  The  statute  is 
correct.  The  amendments  made  by 
this  section  apply  to  taxable  years  be- 
ginning after  December  31,  1986. 

I  have  discussed  with  Congressman 
HucKABY  several  issues  relating  to  the 
effective  date  of  an  excise  tax  imposed 
under  the  bill  on  the  recovery  of 
excess  assets  from  a  defined  benefit 
pension  plan.  We  have  reached  a 
common  understanding  regarding  the 
following  specific  issue: 

Under  the  tax  reform  bill,  a  new 
excise  tax  is  imposed  on  the  recovery 
of  excess  assets  from  a  defined  benefit 
pension  plan  maintained  by  an  em- 
ployer. This  excise  tax,  which  equals 
10  percent  of  the  amount  of  the  rever- 
sion, is  generally  effective  for  rever- 
sions received  by  an  employer  after 
December  31.  1985. 

A  constituent  of  Congressman  Huck- 
ABY  terminated  a  defined  benefit  pen- 
sion plan  in  1985,  but  has  not  yet  re- 
ceived approval  from  the  IRS  and  the 
PBGC  to  take  the  excess  assets.  The 
Congressman  is  concerned  that  the  ef- 
fective date  of  this  excise  tax  will  have 
the  effect  of  imposing  the  tax  on  a  re- 
version that  occurs  after  December  31, 
1985,  on  account  of  a  termination  of  a 
defined  benefit  plan  occurring  before 
January  1,  1986. 

The  excise  tax  on  plan  asset  rever- 
sions does  not  apply  to  a  reversion  re- 
ceived after  December  31,  1985,  if  it  is 
received  on  account  of  a  plan  termina- 
tion occurring  before  January  1,  1986. 

I  have  discussed  with  Congressman 
Pickle  several  issues  relating  to  the 
effect  of  this  legislation's  provision 
that  a  public  approval  requirement 
apply  to  private  activity  bonds.  We 
have  reached  a  common  understand- 
ing regarding  the  following  specific 
issues: 

Section  1301  of  the  bill  provides  that 
a  public  approval  requirement  will 
apply  to  all  private  activity  bonds,  as 
provided  in  new  section  147(f)  of  the 
1986  code.  Under  section  1316(a)  of 
the  bill,  a  land  program  with  a  long 
history  in  Congressman  Pickle's 
State,  the  Texas  Veterans'  Land  Bond 
Program,  is  now  characterized  as  a  pri- 
vate activity  bond,  and  will  be  subject 
to  this  public  approval  requirement. 
These  bonds  are  issued  to  fund  a  pool 
of  loans  to  Texas  veterans  meeting 
certain  State  law  criteria,  and  they  are 
issued  pursuant  to  constitutional  ref- 
erendums  approved,  from  time  to 
time,  by  the  voters  of  the  State  of 
Texas.  Bonds  issued  as  part  of  the 
Texas  Veterans'  Land  Bond  Program 
pursuant  to  any  prior  or  future  refer- 
endum approved  by  the  voters  of  the 
State  of  Texas  amending  article  III  of 
the  Constitution  of  the  State  of  Texas 
will  satisfy  the  requirements  of  such 


new  section  147(f)  even  though  the 
identity  of  individual  borrowers/mort- 
gagors and  the  location  of  land  to  be 
financed  is  not  known  prior  to  or  on 
the  date  such  bonds  are  approved  or 
issued.  Also,  such  a  referendum 
amending  the  Texas  Constitution  will 
satisfy  the  requirements  of  section 
147(f)  provided  a  public  hearing  is 
held  with  respect  to  any  issue  subse- 
quent to  the  first  issue  covered  by  the 
referendum. 

I  have  discussed  with  Congressmen 
Yatron  and  Coyne  several  issues  re- 
lating to  a  clarification  of  a  special 
rule  in  the  bill  regarding  the  invest- 
ment tax  credit  and  depreciation.  We 
have  reached  a  common  understand- 
ing regarding  the  following  specific 
issues: 

Congressmen  Yatron  and  Coyne 
have  requested  a  clarification  of  the 
special  rule  in  the  bill  which  permits 
certain  solid  waste  disposal  facilities  to 
qualify  for  the  investment  tax  credit 
and  present  law  depreciation.  Under 
the  rule,  if  a  group  of  governmental 
entities  committed  more  than  $200,000 
for  feasibility  studies,  consultant  fees, 
and  other  pre-engineering  work  prior 
to  March  2.  1986.  then  the  project 
qualifies  under  the  transition  rule. 

I  have  discussed  with  Congressman 
Mike  Andrews  several  issues  relating 
to  the  effective  date  of  the  generation- 
skipping  transfer  tax  provisions  of  the 
legislation.  We  have  reached  a 
common  understanding  regarding  the 
following  specific  issue: 

With  respect  to  the  new  generation- 
skipping  transfer  tax.  the  grandfather 
provision  of  the  prior  law  was  intend- 
ed to  apply  to: 

•  •  •  a  trust  which  includes  a  limited 
power  of  appointment,  so  long  as  the  exer- 
cise of  the  power  (including  the  creation  of 
a  trust)  cannot  result  in  the  creation  of  an 
interest  which  postpones,  or  a  new  power 
which  can  be  validly  exercised  so  as  to  post- 
pone, the  vesting  of  any  estate  or  interest  in 
the  trust  property  for  a  period  ascertainable 
without  regard  to  the  date  of  the  creation 
of  the  trust.  (S.  Rept.  No.  1236,  94th  Con- 
gress, 2d  sess.  621). 

The  concepts  of  this  legislative  his- 
tory have  been  embodied  in  section 
26.2601-l(e)(3)  of  the  Treasury  Regu- 
lations. 

The  same  result  would  obtain  under 
the  new  generation-skipping  tax  provi- 
sions. 

As  in  the  case  of  the  old  provision, 
the  new  provision  will  not  apply  to  the 
exercise  of  a  limited  power  of  appoint- 
ment under  an  otherwise  grandfa- 
thered trust  or  to  trusts  to  which  the 
trust  property  is  appointed  provided 
that  such  exercise  cannot  postpone 
vesting  of  any  estate  or  interest  in  the 
trust  property  for  a  period  ascertain- 
able without  regard  to  the  date  of  the 
creation  of  the  trust. 

I  have  discussed  with  Congressman 
Clay  several  issues  relating  to  employ- 
ee stock  ownership  plans  and  their 
treatment  under  H.R.  3838.  We  have 


reached  a  common  understanding  re- 
garding the  following  specific  issues: 

The  Senate  amendment  to  H.R.  3838 
contained  a  series  of  provisions  de- 
signed to  encourage  the  creation  and 
use  of  employee  stock  ownership 
plans. 

In  the  Senate  amendment  itself,  in 
the  Finance  Committee  report,  and  on 
the  Senate  floor,  a  series  of  suggested 
expressions  of  congressional  intent 
were  made  which  emphasized  that 
EISOP's  are  tools  of  corporate  finance 
and  not  conventional  retirement  plans. 
When  the  House  considerated  H.R. 
3838.  no  similar  suggested  expressions 
of  congressional  intent  were  made. 

In  fact.  H.R.  3838  incorporated 
many  of  the  suggestions  made  by  the 
President  in  his  own  tax  reform  pro- 
posal and  repealed  many  of  the  tax  in- 
centives granted  to  employee  stock 
ownership  plans  in  previous  tax  legis- 
lation. 

Section  1271  of  the  Senate  amend- 
ment to  H.R.  3838  emphasizes  that 
ESOP's  are  tools  of  corporate  finance 
and  that  Congress  is  concerned  that 
the  ERISA  agencies  are  treating 
ESOP's  as  conventional  retirement 
plans,  thus  hindering  the  suggested 
goal  of  expanding  ESOP's  as  corporate 
financing  vehicles.  It  has  been  assert- 
ed that  section  1271  merely  restates 
language  found  in  tax  legislation  en- 
acted in  1976.  However,  in  comparing 
the  two  provisions,  it  certainly  appears 
that  section  1271  goes  much  farther 
than  the  1976  statement.  For  example, 
in  1976  no  reference  was  made  to  rul- 
ings and  regulations  under  ERISA 
being  a  problem.  The  Conmiittee  on 
Education  and  Labor  was  concerned 
that  the  addition  of  references  to 
ERISA  might  be  erroneously  con- 
strued by  some  as  a  weakening  of  title 
I  fiduciary  requiremenUs  as  they  ap- 
plied to  ESOP's. 

The  conference  agreement  does  not 
contain  the  suggested  statement  of 
congressional  intent. 

The  conferees  agreed  with  the  Com- 
mittee on  Education  and  Labor  that  it 
would  be  inappropriate  to  adopt  any 
suggested  statement  of  congressional 
intent  concerning  ESOP's  without  a 
full  airing  of  the  facts.  Since  that  has 
not  been  done,  the  suggested  state- 
ment of  congressional  intent  regarding 
ESOP's  was  not  adopted. 

I  am  aware  that  a  few  people  have 
criticized  the  ESOP  enforcement  ac- 
tivities of  the  Department  of  Labor. 
Concern  has  been  expressed  by  those 
individuals  that  ESOP's  should  some- 
how be  treated  differently  from  other 
employee  benefit  plans  under  ERISA's 
title  I  fiduciary  standards  so  that  their 
use  as  a  technique  of  corporate  fi- 
nance would  not  be  thwarted.  The 
same  statutory  fiduciary  rules  under 
title  I  are  applicable  to  all  employee 
benefit  plans,  regardless  of  whether 
they    are    retirement    plans,    savings 
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plans,  health  insurance  plans,  and  so 
forth. 

There  is  no  provision  in  the  confer- 
ence agreement  before  us  which  could 
be  interpreted  as  calling  for  relaxed 
enforcement  of  the  fiduciary  provi- 
sions of  title  I  of  ERISA  in  connection 
with  transactions  where  ESOP's  are 
used  as  a  technique  of  corporate  fi- 
nancing. 

The  legislative  history  under  title  I 
of  ERISA  requires  that  leveraged 
ESOP  transactions  be  given  special 
scrutiny  under  the  title  I  fiduciary 
rules  to  ensure  that  the  interests  of 
participants  in  ESOP's  be  protected. 
No  valuation  methodology  or  con- 
struct should  be  applied  in  the  deter- 
mination of  fair  market  value  that 
would  permit  an  ESOP  to  pay  more 
for  employer  stock  than  a  third-party 
investor  in  an  arm's  length  transaction 
would,  or  that  would  permit  any  other 
party  in  the  transaction  to  receive 
more  than  that  party  would  be  enti- 
tled to  receive  in  an  arm's  length  ar- 
rangement. For  example,  if  an  ESOP 
were  to  purchase  all  of  the  common 
stock  of  an  employer,  the  ESOP 
should  pay  no  more  for  the  common 
stock  than  what  the  common  stock 
could  be  sold  for  to  an  arm's  length  in- 
vestor. 

There  is  no  provision  in  the  confer- 
ence agreement  which  could  be  con- 
strued to  create  new  legislative  history 
on  how  the  stock  purchased  by  the 
ESOP  ought  to  be  valued  in  these 
transactions. 

There  is  nothing  in  the  conference 
agreement  that  could  be  construed  to 
prevent  the  Department  of  Labor 
from  exercising  its  legitimate  and  con- 
gressionally  mandated  responsibility 
to  enforce  title  I  to  protect  the  inter- 
ests of  ESOP  participants. 

There  is  nothing  in  the  conference 
agreement  which  could  be  construed 
to  establish  the  validity  of  or  endorse 
a  particular  method  of  validation  of 
stock  or  valuation  construct  in  trans- 
actions involving  ESOP's. 

I  anticipate  that  next  Congress  the 
Subcommittee  on  Labor-Management 
Relations  will  be  holding  oversight 
hearings  on  ESOP's  and  that  the 
issues  we  have  discussed  today  will  be 
considered. 

I  have  discussed  with  Congressman 
Campbell  several  issues  relating  to  the 
effect  of  the  bill  on  the  tax-exempt 
status  of  organizations  providing 
"commercial  type  insurance."  We  have 
reached  a  common  understanding  re- 
garding the  following  specific  issues: 

Section  1012  of  the  bill  repeals  the 
tax  exempt  status  of  certain  organiza- 
tions providing  "commercial  type  in- 
surance." For  this  purpose  the  provi- 
sion expressly  excludes  from  the  term 
"commercial  type  insurance"  property 
or  casualty  insurance  provided  directly 
or  through  an  organization  described 
in  section  414(e)(3)(B)(ii),  by  a  church 
or     convention     or     association     of 


churches  for  such  church  or  conven- 
tion or  association  of  churches. 

This  provision  excludes  from  the 
term  "commercial  type  insurance" 
property  and  casualty  insurance  pro- 
vided by  a  mutual  insurance  company 
first,  which  was  in  existence  and 
exempt  from  tax  on  August  16,  1986, 
second,  which  does  not  have  any  tax- 
able subsidiary  or  any  subsidiary  doing 
business  with  any  person  other  than  a 
church  or  convention  or  association  of 
churches,  and  third,  whose  only  pol- 
icyholders are  churches,  conventions 
or  associations  of  churches,  or  reli- 
gious agencies  or  institutions  owned 
and  controlled  by  churches  regardless 
of  the  number  of  different  denomina- 
tions represented  by  the  policyholders 
or  the  fact  that  no  single  church,  con- 
vention or  association  of  churches  con- 
trols such  mutual  insurance  company. 
I  have  discussed  with  Congressman 
Anthony  several  issues  relating  to  ef- 
fective date  of  certain  net  operating 
loss  carryover  provisions  of  the  bill. 
We  have  reached  a  common  under- 
standing regarding  the  following  spe- 
cific issue: 

The  effective  date  for  implementing 
amended  section  382(1)(3)(A)  is  ambig- 
uous as  it  pertains  to  contingent  inter- 
ests. It  is  my  understanding  that  con- 
tingent interests  arising  prior  to  Janu- 
ary 1,  1987,  are  not  affected  by  this 
amendment.  For  example,  contingent 
options  created  in  business  transac- 
tions occuring  prior  to  January  1, 
1987,  are  not  treated  as  ownership 
changes  merely  by  operations  of  the 
January  1,  1987  effective  date. 

I  have  discussed  with  Congressman 
Foley  several  issues  relating  to  the 
effect  of  the  bill  on  certain  pooling 
and  exchange  agreements.  We  have 
reached  a  common  understanding  re- 
garding the  following  specific  issues: 

Congressman  Foley  requested  clari- 
fication of  certain  statements  on  page 
690  of  the  conference  report  relating 
to  the  use  of  electricity  pursuant  to 
certain  pooling  and  exchange  arrange- 
ments. Power  pooling  and  exchange 
are  universal  and  essential  elements  of 
efficient  energy  management  in  the 
Pacific  Northwest  and  elsewhere.  It  is 
my  understanding  that  these  state- 
ments are  not  intended  to  subject  such 
pooling  and  exchange  arrangements  to 
an  additional  set  of  tests,  but  rather 
simply  to  identify  certain  types  of  ar- 
rangements that  do  not  give  rise  to 
trade  or  business  use. 

Specifically,  the  Bonneville  Power 
Administration  is  involved  in  two 
types  of  pooling  and  exchange  ar- 
rangements as  part  of  its  statutory  re- 
sponsibility to  manage  the  Federal  hy- 
droelectric system  in  the  Northwest. 
The  first  uses  coordination  agree- 
ments, in  which  both  govemmentally 
owned  and  investor-owned  utilities 
make  power  available  to  a  power  pool. 
Each  utility  has  the  right  to  draw 
power  from  the  pool  which  approxi- 


mately equals  the  amount  of  power 
made  available  to  the  pool.  Because  of 
variations  in  rainfall,  snowfall  and 
runoff,  some  of  these  agreements 
have  to  utilize  a  4-year  critical  water 
planning  period  to  coordinate  the  use 
of  each  utility's  hydroelectric  re- 
sources in  a  manner  that  is  most  effi- 
cient for  the  region  as  a  whole. 

The  second  involves  residential  pur- 
chase and  sale  agreements  mandated 
by  the  Regional  Power  Act.  Under 
these  agreements,  Bonneville  ex- 
changes power  with  both  govemmen- 
tally owned  and  investor-owned  utili- 
ties for  the  purpose  of  spreading  the 
cost  benefits  of  Federal  hydroelectric 
energy  to  the  residential  customers  of 
these  utilities. 

It  is  my  understanding  that  neither 
of  these  arrangements  gives  rise  to  a 
trade  or  business  use  of  bond  proceeds 
on  the  part  of  Bonneville. 

I  have  discussed  with  Congressman  ■ 
Pickle  several  issues  relating  to  the 
effective  date  of  certain  interest  de- 
duction limitations  under  the  bill.  We 
have  reached  a  common  understand- 
ing regarding  the  following  specific 
issues: 

I  have  spoken  with  Mr.  Pickle  and 
he  is  concerned  about  the  treatment 
of  interest  on  a  loan  which  is  secured 
by  a  recorded  deed  of  trust,  mortgage 
or  other  security  interest  in  a  taxpay- 
er's principal  or  second  residence,  in  a 
State  such  as  Texas,  where  the  en- 
forceability of  such  recorded  security 
instrument  will  be  restricted  by  State 
and  local  laws,  such  as  the  Texas 
homestead  law.  Under  section  1421  of 
H.R.  3838,  such  interest  is  treated  as 
qualified  residence  interest,  provided 
the  interest  on  the  debt  is  otherwise 
qualified  residence  interest. 

Madam  Speaker,  I  reserve  the  bal- 
ance of  my  time. 

D  1150 

The  SPEAKER  pro  tempore  (Mrs. 
Long).  The  gentleman  from  Illinois 
[Mr.  RosTENKOWSKi)  has  consumed  12 
minutes. 

The  Chair  recognizes  the  gentleman 
from  Termessee  [Mr.  Duncan]. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Madam  Speaker,  I  intend  to  vote  for 
this  conference  report. 

It  is  not  flawless,  it  poses  some  seri- 
ous problems  for  the  future,  and  it  in- 
cludes no  economic  guarantees.  It 
does,  however,  represent  President 
Reagan's  No.  1  domestic  priority  item 
for  his  second  term.  It  cuts  taxes  for 
many  Americans,  and  it  lowers  the 
maximum  marginal  rate  for  all  Ameri- 
cans. It  also  holds  the  promise  of  mac- 
roeconomic  improvement  on  a  long- 
term  basis. 

This  legislation  has  been  called, 
among  other  things,  the  biggest  re- 
structuring of  our  Internal  Revenue 
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Code  in  generations,  and  a  true  revolu- 
tion in  U.S.  tax  policy. 

Those  are  not  really  exaggerations. 
We  did  not  have  a  national  tax  on 
income  until  after  the  16th  amend- 
ment to  the  Constitution  was  ratified 
in  1913.  That  amendment,  of  course, 
gave  the  Congress— and  I  quote— 
"power  to  lay  and  collect  taxes  on 
income,  from  whatever  source  derived, 
without  apportionment  among  the 
several  States,  and  without  regard  to 
any  census  or  enumeration." 

The  first  income  tax  law,  in  1913, 
was  a  monumental  piece  of  legislation, 
but  largely  because  it  "broke  ground" 
in  Federal  tax  law.  In  size  and  scope,  it 
seems  rather  puny  by  comparison  with 
subsequent  efforts.  It  occupied  only  30 
pages  of  an  average-sized  book,  where- 
as the  Internal  Revenue  Code  of  today 
runs  to  nearly  4,000  pages. 

In  some  respects,  the  1986  legislation 
will  roll  back  the  tax  policy  clock.  It 
probably  won't  cut  the  physical  size  of 
the  Internal  Revenue  Code,  but  it  does 
move  closer  to  the  starting  point  in 
other  respects.  The  1913  act  provided 
for  a  flat  1-percent  levy  on  income, 
with  a  graduated  surtax  to  make  sure 
that  big  salary  earners  paid  propor- 
tionally more.  The  new  bill  does  not 
lower  individual  rates  to  those  levels, 
but  it  does  drop  them  dramatically. 

It  should  be  remembered  that  the 
top  individual  rate  was  70  percent  just 
a  few  years  ago.  President  Reagan's 
Economic  Recovery  Tax  Act  of  1981 
cut  that  to  50  percent.  This  legislation 
completes  the  President's  marginal 
rate  reduction  campaign  by  lowering 
the  top  rate  on  individuals  to  28  per- 
cent. 

The  reduction  of  marginal  rates  will 
allow  taxpayers  to  retain  a  larger 
share  of  each  dollar  they  earn,  and 
this  should  stimulate  them  to  concen- 
trate their  energies  on  economically 
productive  activities,  rather  than  ac- 
tivities intended  to  reduce  tax  burdens 
through  sheltering  income  in  ways 
that  are  questionable  from  a  produc- 
tivity standpoint. 

Let  me  briefly  review  more  specifi- 
cally some  of  the  key  positive  compo- 
nents of  the  new  reform  legislation. 

In  addition  to  the  marginal  rate  re- 
ductions, it  would  increase  the  stand- 
ard deduction  for  all  taxpayers.  For 
married  taxpayers  filing  jointly,  begin- 
ning in  1988,  the  standard  deduction 
would  increase  to  $5,000,  substantially 
higher  than  the  1985  level  of  $2,390. 
For  head-of-household  taxpayers,  the 
standard  deduction  would  be  increased 
to  $4,400,  up  about  50  percent  from  its 
1985  level  of  $2,390. 

The  personal  exemption  for  all  tax- 
payers would  be  increased  to  $1,900 
for  1987,  $1,950  for  1988,  and  $2,000 
for  1989.  Begirming  in  1990,  the  per- 
sonal exemption  would  be  adjusted  for 
inflation.  It  is  important  to  note  that 
all  taxpayers  would  be  able  to  enjoy 
the  benefits  of  the  personal  exemption 


increase.  This  would  not  have  been 
possible  imder  the  House-passed  ver- 
sion. That  bill  would  have  provided  a 
smaller  personal  exemption  of  $1,500 
for  taxpayers  who  itemize  their  deduc- 
tions. This  was  widely  viewed  as  an  an- 
tifamily  aspect  of  the  House  bill,  and 
was  eliminated,  I  am  pleased  to  say,  by 
the  conferees. 

As  many  Members  will  recall,  this 
was  one  of  the  key  differences  be- 
tween the  House  bill  and  the  Republi- 
can alternative  which  was  offered 
nearly  a  year  ago. 

One  very  important  net  result  of  the 
increase  in  the  personal  exemption 
and  the  standard  deduction  will  be  the 
removal  of  more  than  6  million  tax- 
payers, now  living  below  what  is  gener- 
ally considered  to  be  the  poverty  line, 
from  the  income  tax  rolls.  This  has 
been  termed,  legitimately  I  think,  one 
of  the  genuine  moves  toward  simplifi- 
cation and  fairness  in  the  bill. 

Also  noteworthy  for  individual  tax- 
payers is  the  retention  of  indexing, 
the  crown  jewel  of  the  1981  tax  bill. 
This  means  that  bracket  creep,  that 
most  unfair  phenomenon  of  years 
gone  by,  will  not  return.  My  colleagues 
and  I  on  the  Ways  and  Means  Com- 
mittee were  in  the  forefront  of  the 
war  on  bracket  creep,  and  we  are  espe- 
cially pleased  that  those  who  wanted 
to  suspend  the  indexation  of  marginal 
rates  did  not  succeed  in  the  new  legis- 
lation that  has  to  be  counted  as  a  real 
victory  for  House  Republicans  particu- 
larly as  well  as  for  taxpayers  general- 
ly. 

In  the  corporate  area,  important 
changes  also  have  been  made.  The 
most  important  of  these  obviously  is 
the  reduction  of  the  top  corporate  rate 
from  46  to  34  percent.  I  hope  this  re- 
duction will  act  as  a  catalyst  for  eco- 
nomic growth  by  American  business.  It 
also  should  help  attract  investment 
from  our  trading  partners  who  gener- 
ally will  have  higher  corporate  tax 
rates  at  home. 

Notwithstanding  these— and  many 
other— positive  components  of  the 
conference  report,  there  are  a  number 
of  provisions,  as  I  indicated,  which 
concern  me  greatly.  These  were  ad- 
dressed in  the  alternative  which  we 
committee  Republicans  offered  in  De- 
cember. The  four  of  us  who  served  on 
the  tax  reform  conference  attempted 
to  deal  again  with  these  problems  in 
that  arena.  Obviously,  we  were  badly 
outnumbered  and  often  ignored  in  the 
process. 

The  most  important  areas  of  con- 
cern are  very  large  ones,  indeed, 
having  to  do  with  the  treatment  of 
capital  formation  and  the  bill's  impact 
on:  foreign  competitiveness:  domestic 
energy  production:  some  of  our  finan- 
cial institutions  which  have  encoun- 
tered so  much  difficulty;  the  ability  of 
taxpayers  to  issue  tax-exempt  bonds 
for  legitimate  tax-exempt  financing 
purposes,  and  personal  savings,  which 


have  been  disrupted  by  numerous 
changes  in  pension  and  deferred  com- 
pensation law  in  recent  years. 

Many  of  my  committee  colleagues 
share  my  concern  about  these  prob- 
lems, and  we  will  be  watching  careful- 
ly in  the  100th  Congress  to  assess  a 
need  to  make  modifying  alterations  in 
the  law. 

The  extent  to  which  retroactive  ef- 
fective dates  appear  in  the  legislation 
also  concerns  me  greatly.  This  is  par- 
ticularly true  with  respect  to  limita- 
tions placed  on  so-called  passive  activi- 
ties. While  these  chainges  may  or  may 
not  be  meritorious— when  viewed  in 
isolation  on  a  tax  policy  basis— their 
implementation  retroactively  is  totally 
without  justification,  and  should  have 
been  reconsidered  in  a  more  cautious 
and  deliberative  manner  during  the 
conference. 

Numerous  foreclosures  may  be  trig- 
gered as  taxpayers  default  on  their  ob- 
ligations, solely  because  of  retroactive 
applications.  The  consequences  of 
such  disruptions,  for  both  the  finan- 
cial community  and  individual  taxpay- 
ers and  business,  could  be  catastroph- 
ic. These  are  changes  that  we  will 
have  to  monitor  very  closely,  and  pre- 
pare ourselves  to  rectify  as  quickly  as 
possible  if  warranted. 

Except  for  the  corrections  I  have 
identified  as  possibly  desirable— and 
perhaps  in  a  few  other  instances— I 
hope  the  Congress  resists  further  revi- 
sion of  the  Tax  Code  in  the  near 
future. 

Individual  taxpayers,  and  the  busi- 
ness community  in  general,  are  tired 
of  being  buffeted  by  wave  after  wave 
of  tax  law  changes.  I  believe  it  is  time 
for  a  break— for  a  moratorium,  if  you 
will— to  allow  taxpayers  to  make  busi- 
ness and  personal  economic  decisions, 
and  to  plan  for  the  future,  without  the 
constant  threat  of  tax  revision. 

1  certainly  am  not  suggesting  that 
we  fail  to  make  appropriate  adjust- 
ments, and  perhaps  I  should  reempha- 
size  that  point.  The  writing  of  laws 
governing  our  tax  system  is  an  ongo- 
ing process  to  some  extent,  one  which 
responds  to  the  ever-shifting  needs  of 
our  society.  But  I  do  believe  the  new 
code  should  be  allowed  to  stand,  to  the 
degree  feasible,  long  enough  to  be 
fairly  tested  and  long  enough  for  tax- 
payers to  make— and  keep— plans  and 
commitments.  We  need  an  era  of  rela- 
tive certainty.  There's  an  old  axiom 
that  applies  here:  if  it  ain't  broke, 
don't  fix  it. 

In  conclusion,  I  want  to  make  it  ab- 
solutely clear  that  I  do  not  consider 
the  new  tax  bill  a  cure  for  any  or  all  of 
our  economic  ailments.  And  I  reem- 
phasize  my  concerns  about  its  obvious 
flaws.  But  these  can  be  corrected,  auid 
I  do  think  the  1986  reform  package  de- 
serves a  chance. 
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The  SPEAKER  pro  tempore.  The 
gentleman  from  Tennessee  [Mr. 
Duncan)  has  consumed  6  minutes. 

Mr.  ARCHER.  Madam  Speaker.  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Madam  Speaker,  I  rise  in  opposition 
to  H.R.  3838.  As  you  have  heard  clear- 
ly, there  is  both  good  and  bad  in  this 
bill,  but  I  have  to  conclude  as  one  who 
has  explored  the  fine  print  in  the  con- 
ference report  documents,  that  the 
risk  associated  with  the  bad  outweighs 
the  hoped-for  benefits  of  the  good. 

The  original  goals  of  fairness,  sim- 
plicity, and  growth  in  the  President's 
call  for  tax  reform  seem  to  have  been 
obscured,  lost,  or  discarded.  I  think  it 
is  important  that  we  have  truth  in  tax 
reform  the  same  as  we  have  truth  in 
lending  and  truth  in  advertising.  That 
requires  full  disclosure. 

Pull  disclosure?  How  many  Members 
of  this  body  have  read  this  2,000-page 
document?  The  answer  is  none. 

It  is  important  as  you  listen  to  the 
proponents  who  will  tell  you  over  and 
over  again  that  this  is  a  two-tier 
system,  with  a  maximum  28-percent 
marginal  rate.  The  truth  is,  as  con- 
firmed by  letter  from  the  chief  of  staff 
of  the  Joint  Committee  on  Taxation, 
that  in  1987  there  will  be  a  top  mar- 
ginal rate  of  38  Vi  percent  and  a  five- 
tier  tax  rate  system.  And  even  if  the 
bill  is  fully  implemented  in  1988,  there 
is  a  four-tier  tax  system,  with  margin- 
al rates  of  15  percent,  28  percent,  33 
percent,  zxvA  then,  for  the  very 
wealthy,  back  to  28  percent  again. 
This  has  been  confirmed  over  and  over 
again  by  those  who  understand  this 
bill.  It  is  not  truth  in  tax  policy  or  tax 
reform  for  the  proponents  to  tell  you 
that  the  top  marginal  rate  is  28  per- 
cent. 

The  Members  of  this  body  today 
have  several  options.  The  most  desira- 
ble in  my  opinion  is  to  recommit  the 
bill  to  the  conference  committee.  Only 
in  that  way  can  we  ensure  that  the 
new  Tax  Code  does  not  penalize  tax- 
payers retroactively  for  decisions 
made  in  reliiuice  on  current  law,  does 
not  add  billions  of  dollars  to  the  soar- 
ing Federal  deficit,  does  not  increase 
taxes  on  the  elderly  and  blind,  does 
treat  all  State  and  local  tax  systems 
fairly  and  equitably  between  sales  tax, 
property  tax,  and  income  tax.  We  can 
ensure  that  it  does  stimulate  capital 
formation  and  savings,  international 
competitiveness  and,  job  creation 
rather  than  encourage  consumption  of 
imported  products.  We  can  ensure 
that  it  does  stimulate  the  economy  in 
the  short  term  rather  than  weaken  it, 
and  we  can  ensure  that  it  simplifies 
rather  than  adds  complexities  to  an  al- 
ready overly  complex  current  code. 

In  short,  by  voting  to  reconunit,  you 
will  be  affirming  your  own  commit- 
ment to  the  kind  of  tax  reform  that 
the  American  people  can  indeed  em- 
brace and  not  fear.  That  is  what  we 


found  when  we  went  back  home 
during  the  August  recess.  The  people 
in  our  districts  are  uneasy  and  fearful 
about  this  process. 

You  have  a  choice  beyond  just  a 
straight  up  or  down  vote  on  the  bill 
itself;  you  can  vote  to  rework  this  bill 
to  remove  its  major  flaws,  and  create 
fairness,  growth,  and  simplicity. 

I  know  that  we  have  had  only  a  few 
days  to  study  the  contents  of  the  bill, 
but  even  a  cursory  review  should  make 
each  of  us  pause  to  think  about  what 
it  really  contains.  Simplicity,  as  I  men- 
tioned, is  not  there  except  for  those 
who  will  not  have  to  file  a  return.  And 
I  cannot  argue  that  it  is  not  simpler 
not  to  file  a  return  than  to  file  one. 
Those  people  who  do  not  file  a  return 
today  have  a  simple  return.  But  for 
those  who  have  to  continue  to  file  a 
return,  every  single  CPA  that  I  have 
talked  to  says  that  this  increases  the 
complexity  in  a  major  way. 

Fairness?  What  is  fair  about  increas- 
ing taxes  on  the  elderly  and  blind  or 
reimposing  a  marriage  penalty  or 
giving  a  lower  marginal  rate  to  the 
most  wealthy  people  in  the  country 
rather  than  those  who  earn  less,  allow- 
ing deductions  on  second  homes  while 
denying  deductions  on  first-car  pur- 
chases. On  growth,  the  consensus  of 
economists  who  testified  before  the 
Joint  Economic  Committee  was  that 
there  was  great  uncertainty  in  the 
short  term,  but  that  the  odds  were 
that  it  would  have  a  negative  impact 
on  the  economy. 

I  am  a  tax  reformer  and  I  have  long 
advocated  lowering  the  rates  and 
broadening  the  base.  But  I  also  believe 
in  doing  it  right,  with  a  scalpel,  not  an 
ax. 

We  can  have  tax  reform  without  the 
risk  that  this  particular  bill  forces  us 
to  take. 

Madam  Speaker,  I  reserve  the  bal- 
ance of  my  time. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Texas  [Mr.  Archer] 
has  consumed  6  minutes. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  2  minutes  to  the  gen- 
tleman from  Tennessee  [Mr.  Ford). 

Mr.  FORD  of  Tennessee.  Madsun 
Speaker,  I  support  H.R.  3838  and  I  am 
going  to  vote  for  it  and  I  encourage 
my  colleagues  to  vote  for  it. 

I  would  like  to  thank  my  chairman— 
the  gentleman  from  Illinois  [Mr.  Ros- 
TENKOwsKi)  for  his  dogged  pursuit  of 
tax  reform.  The  members  of  the  con- 
ference committee  also  deserve  our 
gratitude  for  their  committment.  And 
I  can  hardly  let  this  time  pass  without 
saluting  the  staffs  of  both  the  Ways 
and  Means  Committee  and  the  Joint 
Tax  Conunittee— these  individuals 
have  been  selfless  in  their  devotion  to 
the  work  of  the  Committee  on  Tax 
Reform. 


There  are  many  reasons  to  support 
the  tax  reform  bill  before  us  today. 

The  first  is  that  today's  tax  bill  is  a 
critical  antipoverty  measure.  A  mother 
working  hard  at  poverty  level  wages  to 
support  her  two  children  will  gain  over 
$1,000  in  income  in  1988  if  this  bill  is 
enacted. 

The  families  of  working  parents— all 
sizes  of  families— big  families  and 
single  parent  families  will  benefit  from 
the  critical  improvements  in  the  per- 
sonal exemption,  standard  deduction 
and  the  earned  income  tax  credit. 

I  would— on  a  different  note— call 
your  attention  to  some  of  the  business 
leaders  who  have  urged  adoption  of 
this  conference  report: 

Roger  B.  Smith,  the  chairman  of 
General  Motors  Corp. 

John  Smale,  the  chairman  of  Proc- 
ter &  Gamble  Co. 

John  Young,  the  president  of  Hew- 
lett-Packard Co. 

Allen  Jacobson,  the  chief  executive 
of  the  3M  Co. 

Also  the  heads  of  Pepsi-Cola,  Levi 
Strauss,  Sara-Lee,  General  Foods, 
Dayton-Hudson  Co.  and  others. 

As  a  long-time  supporter  of  the  vol- 
untary sector,  I  do  feel  compelled  to 
mention  one  very  serious  reservation 
about  the  measure.  The  elimination 
from  the  act  of  the  charitable  deduc- 
tion for  nonitemizing  taxpayers  stands 
as  an  unfortunate,  even  devastating, 
loss  amidst  all  the  good  that  tax 
reform  promises.  This  deduction  has 
consistently  received  strong  support 
from  this  body,  evidenced  both  by  the 
259  Members  who  cosponsored  H.R. 
587.  which  would  have  made  the  de- 
duction permanent,  as  well  as  by  the 
inclusion  of  the  charitable  deduction 
for  nonitemizers  in  the  House's  tax 
reform  package.  Given  this  widespread 
support,  I  believe  it  is  extremely  im- 
portant for  the  Record  to  reflect  this 
body's  commitment  both  to  the  chari- 
table deduction  for  nonitemizers  and 
the  principles  on  which  it  is  based. 

The  loss  of  the  charitable  deduction 
for  nonitemizers  would  deprive  75  mil- 
lion low-and  moderate-income  non- 
itemizers—almost  three  out  of  four 
taxpayers— of  the  ability  to  deduct 
their  contributions  to  charity.  This 
privilege  would  be  reserved  only  for 
the  affluent  minority  who  itemize. 
Low-  and  moderate-income  Americans 
have  long  played  a  significant  role  in 
providing  selfless  support  for  organiza- 
tions such  as  the  United  Way,  the  Boy 
Scouts,  and  the  Red  Cross;  for  church- 
es and  synagogues;  for  programs  to  aid 
the  elderly,  and  for  the  myriad  of  ac- 
tivities in  the  public  interest  that 
enrich  our  society  and  protect  its 
people.  Low-  and  moderate-income 
Americans  who  did  not  itemize  con- 
tributed $22  billion,  comprising  36  per- 
cent of  all  money  donated  by  individ- 
uals and  30  percent  of  all  donations  to 
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charitable    organizations   by    individ- 
uals, foundations,  and  corporations. 

The  charitable  deduction  is  unlike 
any  other  tax  deduction  and  should  be 
viewed  in  light  of  several  tax  and 
public  policy  considerations.  Since 
1917  the  Tax  Code  has  recognized  the 
importance  of  private  giving  for  public 
purposes.  This  policy  undermined  by 
the  elimination  of  the  charitable  de- 
duction for  three  out  of  four  taxpay- 
ers. Making  the  charitable  deduction 
for  nonitemizers  permanent  is  a 
matter  of  fairness. 

Moreover,  keeping  this  deduction  re- 
inforces a  very  positive  American  prac- 
tice. Charitable  giving  is  motivated  by 
selflessness  and  personal  commitment. 
This  is  sound  public  policy. 

Tax  reform  is  an  idea  whose  time 
has  come.  But  the  charitable  deduc- 
tion has  served  us  well  as  an  incentive 
for  private  giving  for  the  public  good, 
underscoring  our  historic  Government 
commitment  to  stimulate  charitable 
giving  through  the  Tax  Code.  Thus,  I 
feel  strongly  that  the  elimination  of 
the  charitable  deduction  for  three  out 
of  four  taxpayers  should  not  pass 
without  due  recognition  of  the  loss  we 
will  all  suffer  as  a  result. 

In  spite  of  this  serious  flaw,  H.R. 
3838  contains  enough  positive  aspects 
to  command  our  support  and  Madam 
Speaker,  I  ask  my  colleagues  to  sup- 
port it. 

a  1205 

Mr.  DUNCAN.  Madam  speaker,  I 
yield  5  minutes  to  the  gentleman  from 
Ohio  [Mr.  Gradison],  a  valuable 
member  of  the  committee. 

Mr.  GRADISON.  Madam  Speaker, 
this  tax  bill,  H.R.  3838,  is  not  perfect. 
Many  provisions  could  be  improved; 
too  many  loopholes  remain,  and  the 
bill  comes  up  short  on  simplification. 
But  to  dwell  on  these  aspects  misses 
the  major  achievements  of  the  bill- 
significant  improvement  in  fairness 
and  benefits  to  economic  growth  and 
American  competitiveness— achieve- 
ments that,  in  my  view,  overwhelm  its 
flaws. 

Next  year,  more  than  four  out  of 
five  Americans  will  get  a  tax  cut,  and 
these  gains  clearly  favor  lower-  and 
middle-income  taxpayers. 

Tax  reform  will  mean  that  over  6 
million  working  poor  Americans  will 
be  removed  from  the  Federal  income 
tax  rolls  altogether.  Overall,  the  tax  li- 
ability of  those  with  incomes  below 
$10,000  wiU  be  cut  by  55  percent. 

The  dramatic  reduction  in  tax  rates 
is  accompanied  by  a  considerable  ad- 
vance ip  fairness.  The  variability  of 
tax  liabilities  among  individuals  with 
similar  incomes  will  be  greatly  im- 
proved. Under  the  new  law,  people  and 
families  with  roughly  the  same  income 


will  owe  roughly  the  same  amount  of 
tax. 

Fairness  across  different  income 
classes  is  also  enhanced.  Under  the 
current  tax  system,  high  marginal  tax 
rates  are  effectively  reduced  through 
the  use  of  loopholes  and  tax  shelters 
which  have  allowed  well-heeled  indi- 
viduals—and businesses— to  avoid  large 
tax  bills  and  often  to  avoid  taxes  alto- 
gether. The  new,  simplified  rate  struc- 
ture addresses  this  problem  directly. 

With  the  new  rates  and  the  reduc- 
tion of  shelters,  we  will  see  fewer  in- 
stances of  wealthy  individuals— and 
profitable  companies— paying  less  tax 
than  individual  working  Americans. 
Indeed,  much  of  the  bally hooed  $120 
billion  increase— over  5  years- in  busi- 
ness taxation  arises  from  taxing  prof- 
itable corporations  that  have  been 
paying  little  or  no  tax. 

These  significant  gains  in  fairness 
did  not  materialize  out  of  thin  air,  nor 
are  they  without  cost.  The  tax  bill  had 
to  be  revenue  neutral.  The  upshot  of 
this  constraint  is  that  there  will, 
necessarly,  be  some  losers,  and  that  is 
indeed  tough  medicine  for  us  as  politi- 
cians to  swallow.  But  in  my  view,  this 
imperative  was  resolved  in  the  interest 
of  fairness— by  erasing  credits,  deduc- 
tions, shelters,  and  other  elements  of 
inequity  and  economic  distortion  from 
the  Tax  Code.  Put  another  way,  those 
who  fall  in  the  minority  group  of 
Americans  who  will  pay  more  under 
this  tax  reform  have,  often,  been  the 
big  winners  under  the  existing  Tax 
Code;  the  new  winners,  a  significant 
majority  of  working  Americans,  would 
be  losers  again  if  this  reform  is  not  en- 
acted. 

Critics  of  tax  reform  have  lamented 
the  loss  or  curtailment  of  investment 
subsidies,  specifically,  the  investment 
tax  credit  [ITC]  and  the  revision  of 
the  accelerated  cost  recovery  system 
[ACRS].  Yet  these  so-called  tax  ex- 
penditures are  not  costless;  their  costs 
are  borne  by  all  taxpayers.  Moreover, 
if  one  weighs  the  gains  in  revenue 
from  the  end  of  the  ITC  and  the 
changes  in  the  ACRS  against  the  tax 
reduction  of  lower  corporate  rates, 
they  amount  to  only  8  percent  of  the 
increase  in  corporate  taxes.  Most  of 
the  revenue  increases  come  from  ac- 
counting changes  and  the  minimum 
tax,  which  catches  profitable  compa- 
nies which  paid  little  or  no  tax  in  the 
past. 

Certainly,  when  considered  in  isola- 
tion, as  if  nothing  else  would  change,  a 
good  case  can  be  made  that  invest- 
ment will  drop.  But  such  partial  analy- 
ses are  inappropriate;  other  factors  af- 
fecting investment  do  change.  After  a 
decrease  in  rates  of  taxation,  it  is 
normal  to  expect  a  fall  in  interest 
rates.  The  point  is  that  the  higher  cost 
of  capital  will  be  offset  by  other  im- 
portant factors  affecting  investment. 

No  less  important  is  that  the  quality 
of  investment  will  improve  as  a  result 


of  H.R.  3838.  The  reason  is  that  in- 
vestment decisions  will  be  based  more 
on  economic  and  less  on  tax-motivated 
considerations.  Good  investments  will 
still  be  profitable,  and  will  still  be 
made.  And  these  projects  will  no 
longer  be  bidding  against  tax  shelter 
schemes  which  are  less  productive.  By 
encouraging  more  efficient  invest- 
ment, the  effect  will  be  to  increase  the 
worth  of  our  capital  stock,  not  just  the 
money  spent  on  it. 

And  small  business,  so  important  to 
job  creation  and  economic  growth, 
clearly  benefits  from  this  bill.  The 
lowering  of  the  top  tax  rate  on  busi- 
nesses—from 46  percent  to  34  per- 
cent—along with  the  almost  halving  of 
individual  rates,  provides  strong  incen- 
tives for  irmovation.  Small  businesses 
will  also  benefit  from  new  provisions 
which  put  them  on  a  more  equal  foot- 
ing with  corporations.  It  is  no  accident 
that  both  the  U.S.  Chamber  of  Com- 
merce and  the  National  Federation  of 
Independent  Businesses  support  this 
tax  reform. 

Another  criticism  being  leveled  is 
that  tax  reform  will  plunge  an  already 
slowing  economy  into  recession.  I  have 
no  doubt  that  whatever  happens  to 
the  economy  next  year— good  or  bad- 
will  be  attributed  to  the  tax  bill.  Yet, 
there  is  general,  though  not  unani- 
mous, agreement  among  economists 
that  a  revenue  neutral  tax  reform 
cannot  be  expected  to  produce  dramat- 
ic short-term  economic  effects.  Over 
the  longer  run,  a  significantly  less  dis- 
tortive  Tax  Code,  one  that  does  not 
seek  to  carry  out  social  welfare  objec- 
tives or  a  national  industrial  policy, 
can  and  will  produce  gains. 

Compared  to  the  present  patchwork 
quilt  we  have  come  to  know  and  hate 
as  the  present  Tax  Code,  the  Tax 
Reform  Act  of  1986  offers  far  greater 
equity  and  far  less  distortion— a  much 
more  level  playing  field— and  it  will 
lay  the  foundation  for  more  rapid 
growth,  more  jobs,  and  more  opportu- 
nity for  all  Americans. 

That's  why  this  Member  supports 
tax  reform. 

Mr.  ARCHER.  Madam  Speaker,  will 
the  gentleman  yield? 

Mr.  GRADISON.  I  yield  to  the  gen- 
tleman from  Texas. 

Mr.  ARCHER.  Madam  Speaker,  the 
gentleman  made,  I  think,  a  very  inter- 
esting comment  that  a  revenue-neu- 
tral bill  could  not  jeopardize  the  econ- 
omy. 

Is  the  gentleman  aware  that  in  1987, 
this  bill  will  pick  up  an  additional  $11 
billion  of  extra  revenue  out  of  the 
economy  in  1987  and  will  not  be  reve- 
nue neutral? 

Mr.  GRADISON.  The  gentleman  is 
perfectly  aware  of  that.  In  an  econo- 
my of  over  $4  trillion,  that  is  obviously 
within  the  range  of  statistical  error. 
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Mr.  ARCHER.  Madam  Speaker.  I 
yield  1  minute  to  the  gentleman  from 
New  York  [Mr.  Green]. 

VLt.  green.  Madam  Speaker,  I  rise 
to  oppose  the  bill  because  I  think  it  is 
bad  for  the  country,  and  I  know  it  is 
bad  for  my  constituents. 

Prom  the  point  of  view  of  the  coun- 
try, I  think  it  is  clear  from  the  history 
of  the  1981  tax  bill  that  the  business 
tax  cuts  produced  business  investment, 
but  that  the  personal  tax  cuts  did  not 
increase  personal  savings.  The  person- 
al savings  rate  is  lower  today  than  it 
was  then.  And  to  destroy  what  worked 
in  order  to  do  more  of  what  did  not 
work  does  not  make  a  lot  of  sense. 

Prom  the  point  of  view  of  my  con- 
stituents, our  State  controller  tells  me 
the  New  York  City  residents  will  pay 
$179  million  more  in  taxes  next  year 
as  a  result  of  the  bill. 

And  the  bill  is  blatantly  discrimina- 
tory against  tenants.  Why  should  a 
homeowner  be  able  to  deduct  the  in- 
terest on  a  college  loan  while  a  tenant 
cannot?  Is  a  homeowner's  child  more 
entitled  to  a  college  education  than  a 
tenant's?  Is  that  fairness? 

I  say  it  is  not,  and  I  urge  people  to 
vote  against  this  bill. 

Mr.  ARCHER.  Madam  Speaker,  I  re- 
serve the  balance  of  my  time. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  3  minutes  to  the  gen- 
tleman from  Texas  [Mr.  Pickle]. 

Mr.  PICKLE.  Madam  Speaker,  the 
essence  of  any  tax  reform  measure  is 
fairness.  Every  Member  of  this  House 
and  probably  every  citizen  in  our 
country  could  no  doubt  come  up  with 
a  list  of  changes  they  would  like  to  see 
made  in  this  bill. 

But  the  decision  that  each  of  us 
must  make  today  is  whether  this  bill 
will  give  us  a  Tax  Code  that  is  more 
fair  than  our  current  Tax  Code.  And, 
on  that  basis,  I  think  the  answer  is 
"yes,  it  is  a  step  in  the  right  direction 
and  it  will  give  us  more  fairness  in  our 
Tax  Code." 

As  President  Reagan  said  in  his 
statement  yesterday: 

This  bill  will  "advance  fairness  and  en- 
courage productive  investment  for  sound 
business  reasons  by  reducing  the  attractive- 
ness of  tax  shelters  and  requiring  all  to  pay 
their  fair  share." 

A  second  test  for  judging  any  tax 
reform  measure  is  whether  it  is  eco- 
nomically sound.  According  to  the  best 
economic  analyses  available  to  us,  this 
bill  also  meets  that  test.  In  a  letter  to 
me,  U.S.  Treasury  Secretary  James 
Boker  strongly  endorses  this  bill  as 
being  economically  sound,  and,  accord- 
ing to  the  President's  Council  of  Eco- 
nomic Advisers  and  Department  of 
Treasury  economists,  this  tax  reform 
bill  would  have  the  following  positive 
results: 

First,  increase  long-terra  economic 
performance  by  at  least  2  to  3  percent. 


Second,  increase  real  annual  growth 
rate  by  0.2  to  0.3  percentage  points  per 
year  over  the  next  decade. 

Third,  increase  workers'  real  after- 
tax wages  by  more  than  5  percent. 

Fourth,  increase  longrun  employ- 
ment by  2  to  3  percent— this  would  be 
the  equivalent  to  adding  2  to  3  million 
new  jobs  to  the  U.S.  economy. 

Fifth,  lower  nominal  interest  rates, 
resulting  from  lower  marginal  tax 
rates  and  reduced  incentives  to 
borrow,  which  will  help  stimulate  busi- 
ness investment. 

Sixth,  reduce  the  Federal  budget 
deficit  through  increased  tax  collec- 
tions, smaller  transfer  payments  re- 
sulting from  higher  GNP  and  in- 
creased labor  supply,  lower  Federal 
borrowing  costs  and  increased  compli- 
ance with  tax  laws. 

In  conclusion,  I  believe  we  can  be 
satisfied  of  what  we  have  accom- 
plished in  this  bill. 

Democracy  is  not  a  perfect  system 
but  it  is  far  better  than  any  other 
system  of  government  ever  devised. 
This  bill  is  the  product  of  our  demo- 
cratic system.  No  one  will  claim  that  it 
gives  us  a  perfect  Tax  Code  but  it  will 
be  better  and  more  fair  than  the  one  it 
will  replace. 

This  tax  reform  bill  deserves  our 
support  because  our  citizens  deserve  a 
better  system  of  taxation  than  the  one 
we  have  now. 

D  1215 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  2  minutes  to  the  gentleman  from 
Ohio  [Mr.  Wylie]. 

Mr.  WYLIE.  I  thank  the  gentleman 
for  yielding  me  this  time. 

Madam  Speaker,  I  will  vote  for  this 
tax  reform  bill.  I  will  vote  for  it  be- 
cause it  reduces  the  individual  tax  rate 
from  50  percent  to  28  percent.  It  will 
lower  the  tax  rate  for  more  than  80 
percent  of  Americans.  It  will  lower  the 
top  corporate  rate  from  45  percent  to 
34  percent.  It  will  have  the  effect  of 
simplifying  our  tax  system  for  most 
Americans.  Our  tax  system  has 
become  too  complicated  and  too  bur- 
densome. I  will  support  the  tax  bill  be- 
cause most  people  in  my  district  favor 
this  legislation.  We  have  received  over 
10,000  responses— 2,500  have  been  tab- 
ulated and  show  that  those  that  fa- 
vored the  bill  outnumbered  opponents 
by  almost  3  to  1.  Not  overwhelming 
but  enough  to  persuade  me  that  that 
is  what  most  people  in  my  district 
want. 

President  Reagan  announced  right 
after  his  reelection  that  he  would 
press  for  a  tax  reform  bill  which  would 
give  a  full  $2,000  personal  exemption 
for  itemizers  as  well  as  nonitemizers 
and  would  provide  basic  tax  incenti- 
tives  for  American  industries.  It  will 
simplify  the  system  and  provide  more 
fairness  in  paying  taxes. 

Ten  economists  appeared  before  our 
Joint   Economic    Committee    and    all 


agreed  that  not  passing  the  tax  bill 
now  would  have  a  negative  impact  be- 
cause the  uncertainty  in  debate  over 
tax  reform  has  already  resulted  in  a 
decrease  in  business  investment.  These 
experts  agreed  that  in  the  long  rim 
the  tax  bill  will  increase  our  overall 
economic  welfare. 

I  don't  like  the  retroactive  provision 
as  it  applies  to  those  under  certain 
pension  plans.  I  also  am  not  happy 
with  the  way  the  bill  treats  retirement 
accounts  and  capital  gains.  I  am  not 
happy  about  the  elimination  of  the 
double  exemption  for  the  elderly  and 
blind.  But,  in  the  overall,  I  feel  that  it 
is  a  good  package  that  represents  an 
improvement  in  our  system  and  is 
better  than  we  have  now  and  should 
be  enacted  into  law. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield -2  minutes  to  the  gentleman  from 
Colorado  [Mr.  Brown]. 

Mr.  BROWN  of  Colorado.  I  thank 
the  gentleman  for  yielding  this  time. 

Madam  Speaker,  this  measure  is  pro- 
jected to  increase  revenue  from  corpo- 
rations by  over  $120  billion  in  the  next 
5  years.  This  $120  billion  increase  is 
over  and  above  the  enormous  increase 
that  is  already  projected  for  corporate 
taxes  in  that  5-year  period.  Including 
growth  and  the  tax  bill,  corporate 
taxes  are  projected  to  double  by  1991 
from  the  current  level.  The  projec- 
tions of  dramatically  increased  corpo- 
rate tax  revenue  under  this  bill  are 
overestimated  by  at  least  $50  billion. 

The  simple  fact  is  that  the  projec- 
tions that  are  in  this  bill  for  corporate 
taxes  are  absolute  fantasy.  Prior  to 
1981,  we  had  a  maximum  personal  tax 
rate  of  70  percent  and  a  corporate  top 
rate  of  46  percent.  You  had  a  dramatic 
incentive  to  incorporate  if  you  were 
not  going  to  remove  earnings  from  the 
business. 

With  the  passage  of  this  bill,  we  will 
have  a  top  personal  rate  of  28  percent 
and  a  top  corporate  rate  of  34  percent. 
This  provides  a  significant  incentive 
for  business  to  not  incorporate.  You 
will  see  a  significant  number  of  enter- 
prises choosing  not  to  be  incorporated. 

There  are  a  number  of  very  positive 
aspects  of  the  tax  bill,  but  provisions 
such  as  those  effecting  real  estate  will 
result  in  a  significant  shift  of  the  tax 
burden.  We  must  weigh  the  impacts 
carefully  as  we  make  our  decision  on 
the  tax  reform  bill. 

The  tax  bill  in  this  one  area  will 
have  a  significant  impact  on  the  pock- 
etbooks  of  a  sizeable  share  of  the 
country's  population.  It  will  effect  not 
only  real  estate  businesses,  property 
owners,  and  investors,  but  the  approxi- 
mately 40  percent  of  Americans  who 
rent  rather  than  own  their  own 
homes. 

It  has  been  estimated  the  real  estate 
industry  will  have  to  absorb  as  much 
as  $40  to  $50  billion  in  higher  taxes  as 
a  result  of  the  tax  reform  bill.  This 
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will  in  turn  cause  an  increase  in  the 
costs  of  renting  homes  and  apartments 
of  an  estimated  15  to  20  percent.  This 
is  over  and  above  any  rent  increases 
resulting  from  inflation. 

The  following  is  a  copy  of  a  letter 
105  Members  of  the  House  sent  to  the 
ranking  Republican  on  the  House 
Ways  and  Means  Committee,  Repre- 
sentatives John  Duncan,  concerning 
the  provisions  in  the  Senate  tax  bill 
affecting  the  real  estate  industry. 

I  urge  members  to  review  the  letter 
and  carefully  consider  this  issue  as 
they  deliberate  their  vote  on  the  con- 
ference agreement  to  the  tax  reform 
bill. 

House  of  Representatives, 
OmcE  OF  THE  Republican  Whip, 

Washington,  DC,  July  31.  1986. 
Hon.  John  J.  Duncan, 

Ranking  Republican,  Committee  on   Ways 
and  Means,  Washington,  DC. 

Dear  Representative  Duncan:  As  the 
House-Senate  conferees  meet  to  write  a 
final  tax  reform  package,  we  would  like  to 
express  our  concerns  about  provisions  in  the 
Senate  tax  bill  affecting  the  real  estate  in- 
dustry. 

We  are  particularly  concerned  about  the 
ability  of  taxpayers  to  claim  losses  from  real 
estate  investments  against  "earned"  income. 
While  we  believe  that  the  elimination  of 
abusive  tax  shelters  is  a  worthwhile  goal,  we 
also  believe  that  it  is  important  to  distin- 
guish between  "tax  sheltering"  and  legiti- 
mate economic  real  estate  investments.  The 
House  bill  acknowledges  this  difference  in 
its  treatment  of  loss  deductibility.  Unfortu- 
nately, the  Senate  bill's  "loss  limitation 
rule"  does  not  and  thus,  penalizes  many 
non-tax  motivated  investments. 

We  urge  members  of  the  House/Senate 
conference  committee  to  address  this  in- 
equity in  its  final  deliberations  regarding 
tax  shelters.  We  feel  that  the  following  im- 
provements must  be  made  to  provide  fair 
and  reasonable  treatment  for  rental  real 
estate  investments. 

Real  estate  owners  and  investors  who  ma- 
terially participate  in  the  management  or 
operation  of  their  real  estate  investment 
should  be  treated  the  same  as  material  par- 
ticipants in  other  businesses. 

Losses  that  result  from  actual  cash  ex- 
penses, such  as  repairs,  taxes,  utilities,  or  in- 
terest should  be  deductible  without  limit. 
This  is  not  a  tax  shelter.  It  is  simply  a  dol- 
lar's worth  of  deduction  for  a  dollar's  worth 
of  cash  expended. 

The  loss  limitation  rule  should  not  apply 
to  existing  investments.  Such  an  application 
retroactively  affects  the  anticipated  return 
of  the  investments.  It  is  unfair  to  change 
the  rules  on  investors  in  the  middle  of  the 
game. 

If  we  fail  to  act,  legitimate  real  estate  in- 
vestments will  be  unfairly  penalized  and  the 
industry,  as  well  as  the  American  people, 
will  suffer.  The  result  will  be  higher  rents 
for  Americans  who  do  not  own  their  own 
homes  and  a  decline  in  productive  long-term 
economic  investments. 

We  believe  our  recommendations  are 
modest,  yet  meaningful,  given  the  fact  that 
tax  reform  will  extract  an  estimated  $50  bil- 
lion from  real  estate  over  the  next  five 
years.  In  the  name  of  fairness  and  equity, 
we  hop)e  you  will  agree. 

Sincerely, 
Trent    Lott,    Republican    Whip;    Tom 
Loeffler,  Chief  Deputy  Whip;  Olympia 


Snowe,  Mickey  Edwards,  Jim  Courter, 
Dean  Gallo,  Herbert  H.  Bateman,  Car- 
roll A.  Campbell,  Jr.,  Matthew  J.  Rin- 
aldo,  Dan  Burton,  Don  Sundquist, 
Arlan  Stangeland,  David  O'B.  Martin, 
Nancy  L.  Johnson,  Bob  Whittaker, 
Robert  J.  Lagomarsino. 

Newt  Gingrich,  Robert  C.  Smith, 
Howard  Coble,  Webb  Franklin,  Prank 
Horton,  Bob  Livingston,  Larry  Corn- 
best,  Bob  Stump,  Guy  Molinari,  Gene 
Taylor,  Robert  Walker,  Rod  Chandler, 
Vin  Weber,  Gene  Chappie,  Helen 
Delich  Bentley,  Dick  Cheney,  Floyd 
Spence.  Thomas  Bliley,  Stan  Parris, 
Hank  Brown,  Eldon  Rudd,  E.  Clay 
Shaw,  Jr. 

Duncan  Hunter,  Larry  E.  Craig,  George 

C.  Wortley,  Silvio  O.  Conte,  Bill 
Cobey,  William  Broomfield,  Lynn 
Martin,  William  Dickinson,  Paul  B. 
Henry,  Stewart  B.  McKinney,  French 
Slaughter,  Mike  Strang,  Phil  Crane, 
Jerry  Lewis,  Jim  Lightfoot,  Thomas 
Hartnett,  Joseph  McDade.  Bill 
Schuette,  Henry  J.  Hyde,  WUliam 
Hendon,  Marjorie  Holt,  J.  Alex  McMil- 
lan. 

Robert  K.  Dornan,  Patrick  Swindall, 
John  R.  McKeman.  Jr.,  Joe  Barton, 
Vin  Weber,  Barbara  Vucanovich,  Steve 
Bartlett,  James  V.  Hansen,  William  F. 
dinger,  Jr.,  Marge  Roukema,  Robert 
W.  Davis,  Ron  Packard,  Ed  Zschau, 
Claudine  Schneider,  Bill  Emerson, 
Larry  Hopkins,  Bill  Lowery,  Harold  J. 
Daub.  Charles  Pashayan,  Jr.,  Sher- 
wood Boehlert,  Sonny  Callahan,  Mark 

D.  Siljander. 

John  McCain,  Tom  Lewis,  Al  McCand- 
less,  Norman  D.  Shumway,  David  S. 
Monson,  Thomas  N.  Kindness,  Bill 
Young,  H.  James  Saxton,  Pat  Roberts, 
Virginia  Smith,  Benjamin  A.  Gilman, 
Howard  C.  Nielson,  Harold  Rogers, 
Gene  Chappie,  James  H.  Quillen, 
Robert  E.  Badham,  Dan  Schaefer, 
Richard  Armey,  John  G.  Rowland, 
Jim  Kolbe,  John  Paul  Hammer- 
schmidt,  Gerald  B.H.  Solomon,  Frank 
R.  Wolf. 

Mr.  SENSENBRENNER.  Madam 
Speaker,  will  the  gentleman  yield? 

Mr.  BROWN  of  Colorado.  I  yield  to 
the  gentleman  from  Wisconsin. 

Mr.  SENSENBRENNER.  I  thank 
the  gentleman  for  yielding  to  me. 

Madam  Speaker,  I  rise  in  strong  opposition 
to  the  conference  report  on  the  tax  bill. 

Enactment  of  this  bill  will  raise  taxes  for 
many  Americans  in  1987.  With  signs  that  the 
economy  is  softening,  a  tax  increase  is  the 
worst  thing  Congress  can  do.  Instead  of  the 
fiscal  gimmickery  of  a  tax  increase  next  year 
and  deficit  increases  aftenward,  this  Congress 
should  get  serious  in  cutting  Federal  spend- 
ing, which  is  the  way  to  true  prosperity. 

The  conference  report  has  two  other  fea- 
tures which  will  irreparably  hurt  the  American 
economy.  First,  it  retroactively  repeals  the  in- 
vestment tax  credit.  This  credit  tias  been  ef- 
fectively used  by  both  agriculture  and  manu- 
facturing to  retool  to  become  more  competi- 
tive in  both  the  domestic  and  world  markets. 
Its  repeal  will  unevenly  shift  the  burden  of  cor- 
porate taxes  to  these  two  segments  of  our 
economy  at  a  time  when  both  have  been  hurt- 
ing. For  a  State  like  Wisconsin,  which  is  heavi- 
ly dependent  upon  agriculture  and  manufac- 
turing, this  change  will  mean  further  difficulties 


in  keeping  the  jobs  which  are  already  there 
and  attracting  new  jobs. 

The  second  fatal  defect  of  the  conference 
report  is  the  taxing  of  capital  gains  as  ordinary 
income.  Wisconsin  did  just  that  for  decades 
and  finally,  economists  and  legislators  of  all 
political  persuasions  recognized  that  this  high 
State  capital  gains  tax  drove  jobs  from  Wis- 
consin to  other  States  and  countries  and  cap- 
ital gains  taxation  was  federalized  during  the 
administration  of  Gov.  Lee  Sherman  Dreyfus 
from  1979  to  1983.  Congress  is  about  ready 
to  make  the  same  mistake  that  Wisconsin 
made  for  years,  and  it  will  have  the  same 
result— loss  of  jobs  and  curtailment  of  venture 
capital. 

Congress  can  stop  all  these  undersirable 
features  before  it's  too  late  by  defeating  the 
conference  report  today.  Instead,  the  confer- 
ees should  put  together  a  true  tax  reform- 
one  that  lowers  rates,  repeals  shelters,  elimi- 
nates 'transition  njles,"  and  which  is  true  sim- 
plification. 

Mrs.  KENNELLY.  Madam  Speaker, 
I  yield  2  minutes  to  the  gentleman 
from  Michigan  [Mr.  Levin]. 

Mr.  LEVIN  of  Michigan.  Madam 
Speaker,  I  want  to  talk  about  the  pro- 
gressivity  of  this  bill.  This  tax  reform 
bill  is  indeed  a  progressive  bill  in  terms 
of  income  tax  rates.  If  one  looks  at 
this  chart  here,  the  first  chart,  this  is 
on  effective  individual  tax  rates.  The 
effective  rates;  the  actual  rates  paid  by 
people. 

One  sees  that  black  is  the  current 
law  and  red  is  the  conference  bilL 
There  is  a  substantial  decrease  in  the 
effective  tax  rates  for  those  $10,000 
and  under.  You  will  see  in  the  brack- 
ets up  to  $50,000  there  is  a  significant 
drop.  The  drop  in  the  higher  income 
tax  brackets,  percentage-wise,  is  small- 
er. 

We  should  not  only  talk  about  mar- 
ginal rates;  those  are  deceiving.  But  we 
should  talk  about  effective  tax  rates. 
This  is,  indeed,  a  progressive  bill. 

Let  me  just  point  to  a  second  chart 
which  shows  this  graphically  in  terms 
of  structural  progressivity  indexes. 
Forgetting  for  a  moment  about  the 
House  bill  and  the  Senate  bill,  the  cur- 
rent law  is  at  this  point  on  the  pro- 
gressivity index,  and  the  conference 
bill  is  considerably  higher.  This  is  far 
more  progressive  than  the  present  law, 
in  part  because  of  its  loopholes. 

Let  me  just,  if  I  might,  take  a  look  at 
not  only  the  individual  tax  rates  but 
the  combined  individual  and  corporate 
income  tax  burdens.  There  the  pro- 
gressivity is  even  greater.  For  those 
under  $10,000.  there  is  a  32-percent 
cut.  An  8-percent  cut  for  $10,000  to 
$20,000,  and  4.1  in  the  next  income  tax 
brackets.  For  those  who  are  $50,000  to 
$75,000,  there  is  an  increase,  a  very 
slight  one;  for  those  in  the  highest  tax 
brackets  over  9  percent  increase. 

I  have  charts  for  any  of  the  Mem- 
bers who  would  like  to  look  at  these  in 
more  detail.  This  indeed  is  progressive 
taxation,  reflective  of  ability  to  pay. 
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We  should  vote  for  this  bill,  for  that 
among  other  reasons. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  3  minutes  to  the  gentleman  from 
New  York  [Mr.  McGrath]. 

Mr.  McGRATH.  I  thank  the  gentle- 
man for  yielding  me  this  time. 

Madam  Speaker,  I  rise  in  strong  sup- 
port of  the  conference  report  on  H.R. 
3838.  The  fact  that  we  have  reached 
this  point  in  the  legislative  process,  is 
one  of  the  great  triumphs  of  our 
democratic  system. 

I  congratulate  my  good  friends  from 
Illinois  and  Tennessee  for  their  leader- 
ship in  the  long  struggle. 

We  in  the  House  have  great  difficul- 
ty thinking  beyond  2  years  in  shaping 
any  national  policy.  By  starting  early 
in  1985,  with  dogged  determination 
and  perserverance,  we  have  given  the 
American  people  a  solid  effort. 

To  those  in  this  body  who  remain 
xmdecided  on  this  bill,  allow  me  to 
pose  a  fundamental  question. 

Would  you  rather  see  business  and 
personal  decisions  molded  around  the 
Tax  Code  or  would  you  prefer  that 
they  be  made  on  their  own  merits? 

The  existing  Tax  Code  dictates  busi- 
ness and  personal  decisions.  It  extends 
the  tentacles  of  government-much  fur- 
ther into  the  lives  of  every  American 
and  undermines  our  system  of  free  en- 
terprise. 

Many  of  those  who  have  told  me 
they  opposed  the  tax  bill,  have  joined 
me  in  dozens  of  other  efforts,  to  get 
Government  off  of  the  backs  of  the 
private  sector.  I  cannot  think  of  a 
better  way  to  accomplish  that  end, 
than  by  passage  of  the  conference 
agreement  before  us.  Lets  allow 
people  to  build  homes,  and  offices,  to 
live  and  work  in,  not  to  avoid  paying 
Federal  taxes.  Let's  permit  business 
leaders  to  make  their  own  deals,  in- 
stead of  allowing  the  IRS  regulators  to 
structure  those  transactions. 

I  think  that  successful  individuals 
and  corporations  insult  their  intelli- 
gence, when  they  argue  for  the  status 
quo.  I  have  more  faith  in  the  minds 
and  abilities  of  Americans  to  thrive 
through  their  own  initiative  and  I  ask 
every  Member  of  this  body  to  join  me 
in  working  toward  that  end. 

D  1225 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  1  minute  to  the  gentleman  from 
California  t-Mr.  Thoj«as],  a  respected 
member  of  the  Committee  on  Ways 
and  Means. 

Mr.  THOMAS  of  California.  Madam 
Speaker,  my  congressional  district  has 
been  blessed  with  one  of  the  most  un- 
usual agricultural  events  in  this  centu- 
ry—pistachios. 

The  U.S.  pistachio  industry  is  rela- 
tively young.  Pistachio  trees  were  first 
planted  in  California  in  the  1880's,  but 
pistachios  did  not  become  a  signifi- 
cant, commercial  crop,  until  nearly  100 
years  later.  Then  in  the  1960's  and 


early  1970's  thousands  of  acres  in  Cali- 
fornia were  planted  with  pistachio 
trees. 

Since  it  takes  from  7  to  10  years 
from  the  time  of  planting  for  the  trees 
to  produce  a  significant  crop,  commer- 
cial quantities  of  U.S.  grown  pistachios 
were  not  marketed  until  1976,  when 
the  crop  was  some  300.000  pounds.  As 
older  trees  became  more  productive 
and  younger  trees  began  producing, 
the  U.S.  crop  expanded  rapidly,  ex- 
ceeding 10  million  pounds  in  1979.  By 
1984,  an  "on  year"  in  the  alternating 
2-year  cycle,  the  domestic  in-shell  crop 
exceeded  45  million  pounds  and  in 
1986  we  anticipate  production  of  ap- 
proximately 70  million  pounds. 

The  pistachio  industry  is  concentrat- 
ed almost  entirely  in  California,  where 
approximately  '47.000  acres— nearly 
32,000  bearing  and  15,700  nonbear- 
ing— of  trees  have  been  planted,  and 
where  all  initial  processing  of  domestic 
nuts  is  performed.  In  crop-year  1984- 
85,  California  accounted  for  over  99 
percent  of  the  U.S.  unprocessed  pis- 
tachio production. 

There  are  approximately  500  pis- 
tachio growers  in  the  United  States, 
most  of  them  small  ranchers.  Some 
nine  entities  accounted  for  between  60 
and  70  percent  of  the  total  production 
during  the  last  crop  year. 

For  the  last  2  years  the  California 
pistachio  industry  has  been  battling 
the  Iranian  Government  and  the  Ira- 
nian growers  because  of  the  dumping 
and  subsidizing  of  Iranian  pistachios. 
As  our  Government  knows  from  expe- 
rience, it  has  not  been  easy  waging 
battles  with  the  Iranian  Goverrunent. 
but  the  California  growers  have  perse- 
vered and  in  the  last  few  months  have 
won  significant  decisions  in  their  coun- 
tervailing and  dumping  actions. 

Because  of  these  important  unfair 
trade  action  decisions  and  the  poor 
general  economic  conditions  in  agricul- 
ture, the  pistachio  growers  were  con- 
cerned that  syndications  would  sub- 
stantially increase  pistachio  plantings 
and  requested  that  I  sponsor  legisla- 
tion that  would  require  capitalization 
of  development  costs. 

In  effect,  the  language  of  the  Senate 
bill  provided  protection  of  all  farms 
from  the  potential  ravaging  by  syndi- 
cators. 

Upon  learning  of  the  terms  of  the 
Senate  bill,  the  industry  appealed  to 
the  House  and  Senate  conferees  to 
allow  the  continuation  of  expensing  so 
that  the  legitimate  growers  would  not 
be  negatively  affected  by  having  to 
capitalize  the  expenses  incurred  over 
the  8-year  preproductive  period.  The 
concerns  regarding  syndicators  were 
diminished  by  the  restrictions  of  the 
Senate  bill. 

Unfortunately,  when  the  conference 
report  was  issued,  the  language  of  the 
House  bill  requiring  capitalization  by 
the  pistachio  growers  was  included  de- 


spite the  inclusion  of  the  restrictive 
passive  investment  terms. 

At  this  time,  it  is  too  late  to  remedy 
the  inclusion  of  the  capitalization  re- 
quirement other  than  to  allow  the 
matter  to  be  resolved  through  consid- 
eration in  1987  jmd  I  plan  to  introduce 
legislation  to  resolve  the  pistachio 
rancher's  dilemma. 

The  pistachio  industry  seeks  only 
the  same  treatment  that  is  accorded 
other  permanent  crops  and  requests 
that  consideration  of  its  appeal  be 
given  attention. 

As  much  as  I  like  parts  of  this  bill, 
especially  its  rates  and  personal  ex- 
emptions. I  feel  it  ought  to  be  further 
adjusted  before  I  can  support  it. 

Certainly  the  chairman  of  the  Com- 
mittee on  Ways  and  Means  is  to  be 
complemented  on  the  hard  work,  and 
in  many  cases  excellent  work  included 
in  this  legislation.  I  am  still  concerned 
about  some  of  the  provisions  in  this 
bill,  however,  provisions  I  know  others 
are  going  to  discuss  today. 

I  do  want  to  mention  my  main  con- 
cern which  is  the  retroactivity  of 
many  of  its  provisions.  The  most 
common  complaint  about  this  bill  I 
have  heard  from  my  constituents  is 
that  it  reaches  back  to  change  tax 
laws  on  which  people  have  relied.  I 
agree  that  people  ought  to  be  able  to 
rely  on  what  their  government  does. 

One  provision  that  concerns  me  is 
the  effective  date  for  repealing  the  3- 
year  basis  recovery  provision  so  impor- 
tant to  federal  workers.  With  workers 
planning  retirement  months  in  ad- 
vance, many  people  are  trapped  by  the 
bill's  repeal  of  3-year  basis  recovery  ef- 
fective July  1.  1986. 

In  another  instance  in  the  foreign 
tax  area,  the  bill  reaches  back  to  pro- 
vide rules  contrary  to  what  counsel 
and  a  federal  court  identified  as  an  ac- 
ceptable practice.  People  relied  on 
what  the  law  said.  This  bill  penalizes 
those  who  took  reasonable  steps  in 
light  of  what  the  law  said. 

No  one  quibbles  with  the  need  to 
limit  tax  shelters  but  there  is  still  a 
question  about  how  this  bill  does  so. 
The  "passive  loss"  provisions  in  the 
bill  are  going  to  change  taxes  for 
many  investors  who  made  personal  fi- 
nancial commitments  long  ago.  While 
these  provisions  are  phased  out,  the 
elimination  of  this  deduction  takes 
place  over  a  relatively  short  period  of 
time.  A  number  of  legitimate  business- 
es are  going  to  be  severely  impacted  by 
the  new  rules. 

We  can  avoid  further  problems  by 
making  some  adjustments.  Many  of  us 
who  have  watched  this  process  fear  we 
will  be  forced  to  look  at  this  legislation 
again  in  the  near  future.  Resolving  the 
retroactivity  of  some  of  these  provi- 
sions would  help  increase  the  bill's 
fairness  and  also  help  us  avoid  poten- 
tial problems  in  the  future. 
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Mrs.  KENNELLY.  Madam  Speaker, 
I  yield  1  minute  to  the  gentleman 
from  New  Mexico  [Mr.  Richardson]. 

Mr.  RICHARDSON.  Madam  Speak- 
er, the  vote  today  is  for  fairness  and 
equity. 

For  decades,  the  Congress  has  called 
for  tax  reform.  This  is  our  chance.  We 
have  railed  against  the  abuses  of  a 
Tax  Code  that  allows  millionaires  and 
the  rich  to  escape  tax-free,  while  the 
working  men  and  women  of  this  coun- 
try pay  for  everything. 

For  30  years,  the  corporate  tax  has 
been  declining  and  individuals  have 
been  paying  for  the  excesses  in  this 
country. 

Madam  Speaker,  there  are  winners 
and  losers  in  this  tax  bill.  The  wiruiers 
are  the  poor  and  700,000  elderly  tax- 
payers that  will  now  not  pay  taxes. 
The  winners  are  the  middle  class,  who 
will  generally  see  tax  relief. 

All  Americans  win  because  the  Tax 
Code  is  simplified  and  loopholes  are 
closed. 

Here  are  the  losers.  Madam  Speaker: 
250  corporations  who,  for  many  years, 
had  not  paid  one  dime  in  taxes;  the 
rich  and  millionaires,  for  whom  this  is 
not  a  good  day. 

Madam  Speaker,  I  have  been  a 
Member  of  the  House  for  4  years  and 
there  is  one  of  the  more  important 
pieces  of  legislation  that  I  have  voted 
on. 

The  bill  makes  the  Tax  Code  fairer  for  indi- 
viduals by: 

Relieving  6  million  working  poor  of  income 
tax  liability. 

Liberalizing  the  earned  income  tax  credit. 

Distributing  the  tax  burden  more  equitably 
by  broadening  the  base. 

Retaining  the  tax  provisions  that  are  most 
popular,  like  home  mortgage  and  charitable 
deduction,  while  making  the  standard  deduc- 
tion and  personal  exemption  more  generous. 

Creating  a  tougher  minimum  tax  so  that  the 
rich  cannot  escape  their  tax  responsibilities. 

Closing  $30  billion  in  tax  shelters. 

Lessening  the  bias  toward  credit  in  our 
economy  by  getting  rid  of  the  consumer  inter- 
est tax  deduction.  This  should  drive  interest 
rates  down. 

Improving  pension  protection  by  guarantee- 
ing better  benefits  and  wider  coverage  for 
low-Income  and  short-term  workers.  The  bill 
includes  mandatory  5-year  vesting  and  anti- 
discrimination rules  that  require  plans  to  cover 
more  employees  and  provide  benefits  more 
equitably.  IRA  incentives  are  retained  for 
those  who  lack  company  pensions  and  lower 
income  taxpayers  generally. 

The  bill  makes  the  following  improvements 
In  the  corporate  income  tax: 

It  imposes  a  tough  minimum  tax  on  corpora- 
tions that  have  avoided  paying  taxes  in  the 
past.  This  alone  raises  an  additional  $25  bil- 
lion. 

It  encourages  investment  in  productivity  by 
closing  down  tax  shelters  that  lack  economic 
merit. 

It  eliminates  the  existing  disparity  in  the  way 
different  types  of  businesses  are  treated  by 
dropping  the  investment  tax  credit. 


It  encourages  investment  in  modern  equip- 
ment by  making  depreciation  provisions  more 
generous. 

The  lower  corporate  tax  rate,  34  percent, 
will  discourage  debate  financing  and  thereby 
build  stronger  companies. 

It  eliminates  the  difference  between  long- 
and  short-term  capital  gains,  thereby  allowing 
decisions  to  be  made  on  a  more  economic 
basis. 

It  discourages  hostile  takeovers  and  certain 
other  mergers  by  deleting  the  general  utilities 
rule.  New  restrictions  on  net  operating  losses 
also  will  discourage  certain  types  of  mergers. 

It  helps  the  economy  grow.  The  President's 
Council  of  Economic  Advisers  says  the  new 
code  could  increase  growth  by  0.25  percent 
annually.  In  10  years,  that  would  add  $100  bil- 
lion to  the  American  economy. 

It  reduces  the  Government's  role  in  making 
private  economic  decisions  by  encouraging 
corporations  to  ignore  tax  consequences 
when  making  financing  decisions. 

It  encourages  innovation  by  extending  the 
research  and  development  tax  credit  for  an- 
other 3  years. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  5  minutes  to  the  gentleman  from 
Nebraska  [Mr.  Daub],  a  valuable 
member  of  the  committee. 

Mr.  DAUB.  Madam  Speaker,  I  rise  in 
support  of  the  Tax  Reform  Act  of 
1986.  As  a  supporter  of  fundamental 
tax  reform  for  many  years  now,  I  am 
pleased  with  the  overall  tax  policy 
choices  made  in  this  draft  and  would 
encourage  my  colleagues  to  support 
this  historic  legislation. 

I  think  each  one  of  us  comes  here, 
committed  in  our  own  minds  to  the 
proposition  that  we,  in  our  own  way, 
can  effect  in  a  positive  way  public 
policy  choices.  I  think  that  is  why  the 
statesman  in  each  one  of  us  will  come 
out  today  when  this  House,  in  a  bipar- 
tisan fashion,  will  overwhelmingly  ap- 
prove this  historic  tax  reform  legisla- 
tion. 

I  recognize  that  many  of  my  col- 
leagues' congressional  districts  are 
such  that  they  must  be  sensitive  to 
particular  special  interest  groups.  This 
legislation,  nonetheless,  begs  the  polit- 
ical courage  to  vote  for  a  bill  which 
strikes  at  the  heart  of  the  pin-striped 
brigade  which  stood  guard  in  the  hall- 
way outside  the  Ways  and  Means 
Committee  room  for  those  many 
months. 

Instead  of  politics  as  usual,  this  leg- 
islation requires  a  genuine  leap  of 
faith  for  the  Members  of  this  House: 

Faith  in  a  fairer  tax  system; 

Faith  in  lower  tax  rates; 

Faith  in  the  American  entrepreneur; 

Faith  in  market  allocations  of  re- 
sources in  a  competitive  environment; 
and 

Faith  that  less  involvement  by  Gov- 
ernment in  economic  decisions  will 
promote  growth  much  more  effective- 
ly than  giveaways  to  favored  indus- 
tries, favored  taxpayers,  and  favored 
investment  choices. 


Last  December  when  addressing  this 
House  on  the  subject  of  the  House  tax 
reform  bill,  I  talked  of  winners  and 
losers  in  the  tax  reform  process. 
Today,  several  months  later,  some  of 
the  biggest  winners  in  this  final  con- 
ference committee  package  remain  the 
same:  agriculture,  agribusiness,  small 
business,  and  the  individual  wage 
earner. 

Early  in  this  tax  reform  debate,  I 
joined  with  our  colleague  from  North 
Dakota,  Mr.  Dorgan,  in  an  attempt  to 
carefully  construct  a  series  of  agricul- 
tural tax  provisions  which  would  ac- 
complish three  primary  goals: 

First,  the  retention  of  simplified  ac- 
counting methods  for  family  farmers; 

Second,  the  inclusion  of  more  flexi- 
ble rules  for  farmers  restructuring 
their  debts;  and 

Third,  the  limitation  of  the  Tax 
Code  incentives  and  advantages  pro- 
vided tax  shelter  farmers. 

Each  of  these  goals  are  key  to  pro- 
moting a  fair  shake  for  the  family 
farmer  and  all  three  objectives  are  ac- 
complished in  this  tax  reform  package. 

In  the  case  of  simplified  accounting 
methods,  the  cash  method  of  account- 
ing is  retained  as  well  as  most  elective 
expensing  provisions  in  the  current 
code.  The  $5,000  expense  election  for 
depreciable  property  is  doubled  to 
$10,000. 

One  of  the  most  important  of  the 
agricultural  provisions  in  the  bill  will 
be  the  provision  which  provides  more 
flexible  methods  under  which  a 
farmer  can  refinance  debt.  Under  the 
bill,  farmers  will  have  greater  latitude 
to  work  with  their  creditors  in  debt 
settlements  without  triggering  debt 
forgiveness  income. 

And  finally  in  the  agricultural  area, 
tax  shelter  farmers  will  no  longer  be  a 
favored  class  in  the  Tax  Code.  At  a 
time  when  family  farmers  are  suffer- 
ing from  the  overproduction  of  key 
commodities,  it  is  senseless  to  continue 
to  subsidize  through  the  Tax  Code  off- 
farm  investment  in  farming  losses. 
American  agriculture  stands  to  gain 
from  tax  reform  not  because  of  special 
incentives  and  tax  breaks,  but  from 
curbing  farm  tax  shelter  investment. 

Agribusiness  stands  to  be  a  big 
wiimer  in  tax  reform  as  well,  particu- 
larly in  the  food  processing  and  food 
manufacturing  industry.  For  instance, 
in  1983,  food  processors  paid  a  29.5 
percent  effective  tax  rate  while  many 
other  profitable  industries  payed 
single  digit  or  negative  effective  rates. 
While  much  has  been  made  about  the 
fairness  issues  for  individuals,  this  bill 
means  a  fairer  shake  for  corporate 
America.  The  bill  means  a  more  level 
playing  field  and  if  you  will,  a  deregu- 
lation of  our  growth  industries  which 
now  pay  excessive  marginal  tax  rates 
under  the  current  code. 

Groups  helpful  in  this  effort  for  ag- 
riculture and  agribusiness  and  a  part 
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of  the  agriculture  reform  task  force 
that  we  had  were  the  following 
groups: 

American  Association  of  Nursery- 
men. American  Farm  Bureau  Federa- 
tion, American  Horse  Council,  Nation- 
al Cattlemen's  Association,  National 
Com  Growers  Association,  National 
Council  of  Fanner  Cooperatives,  Na- 
tional Grange,  National  Milk  Produc- 
ers Federation,  National  Fork  Produc- 
ers Council,  and  National  Turkey  Fed- 
eration. 

The  dramatic  rate  reduction  in  this 
bill  is  significant  to  American  small 
business.  For  proprietorships  and  part- 
nerships, the  low  28  percent  top  indi- 
vidual rate  means  that  entrepreneurs 
retain  a  larger  after-tax  piece  of  their 
economic  gains.  For  corporate  small 
businesses,  the  reduction  of  the  top 
rate  to  34  percent  similarly  means  that 
the  most  profitable  and  most  efficient 
will  retain  a  larger  share  of  their  prof- 
its. This  is  an  important  consideration 
in  terms  of  economic  growth  as  the  14 
million  small  businesses  in  this  coun- 
try generate  approximately  40  percent 
of  our  gross  national  product. 

Additionally,  other  key  small  busi- 
ness provisions  make  this  bill  overall  a 
positive  force  for  small  business 
growth.  For  instance,  the  $5,000  ex- 
pensing election  under  current  law  for 
depreciable  property  is  doubled  to 
$10,000.  A  simplified  LIFO  provision  is 
included  in  this  bill  which  will  permit 
small  businesses  this  inventory 
method  at  reasonable  costs.  And  25 
percent  of  the  health  insurance  costs 
of  the  self-employed  will  be  deducti- 
ble, narrowing  the  fringe  benefit  gap 
between  this  group  and  corporate  em- 
ployees. 

It  is  for  these  reasons  that  the  Na- 
tional Federation  of  Independent 
Business  has  stated  that  this  tax  bill 
"presents  a  more  equitable  distribu- 
tion of  the  tax  burden  across  economic 
sectors"  and  "is  worthy  of  small  busi- 
ness support." 

Finally,  the  biggest  winner  in  this 
tax  reform  process  may  be  the  individ- 
ual wage  earner  and  the  elderly.  I  am 
referring  in  this  case  to  the  middle- 
class  worker  who  does  not  have  the 
economic  clout  to  invest  in  tax  shelter 
partnerships  or  put  away  large  sums 
in  an  investment  portfolio.  For  this 
taxpayer,  his  home  is  his  only  tax 
shelter  and  he  senses  a  great  frustra- 
tion in  the  fact  that  affluent  individ- 
uals and  profitable  corporations  pay 
no  taxes. 

However,  under  this  bill: 

The  middle  class  will  receive  an  aver- 
age tax  cut  of  about  9  percent. 

Six  million  working  poor  will  be 
taken  off  the  tax  rolls  because  of  the 
increase  in  the  personal  exemption 
and  standard  deduction. 

The  average  marginal  tax  rate  on 
wages  and  salaries,  including  the 
Social  Security  payroll  tax,  will  be  re- 
duced 5  percent. 


Employee  fringe  benefits  will  not  be 
taxed. 

Home  mortgage  interest  and  proper- 
ty taxes  will  remain  deductible. 

The  personal  exemption  will  be  dou- 
bled during  the  phase-in  of  this  bill. 

The  Association  of  Retired  Persons 
and  the  AFlr-CIO  supports  this  bill. 

This  bill  is  a  good  bill  at  a  key  turn- 
ing point  for  our  country.  This  bill 
moves  us  toward  lower  rates  and  unde- 
niably creates  a  fairer  tax  system.  This 
bill  is  a  brass  ring  which  is  unlikely  to 
come  back  again.  For  those  of  us  who 
truly  want  to  instill  fairness  in  the 
Tax  Code  and  move  to  lower  rates,  the 
notion  that  this  bill  is  not  good 
enough  rings  hollow.  This  is  the  only 
game  in  town  and  I  would  hope  that 
each  of  my  colleagues  would  join  me 
in  voting  for  the  family  farmer,  the 
small  business  person,  and  the  wage 
earner  who  deserves  better  than  the 
current  code. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  2  minutes  to  the  gentleman  from 
Maryland  [Mr.  Hoyer]. 

Mr.  HOYER.  Madam  Speaker,  I 
thank  the  gentleman  for  yielding  and 
I  rise  in  opposition  to  this  bill  and  in 
support  of  the  motion  to  recommit  so 
that  we  can  make  it  what  it  was  in- 
tended to  be,  a  bill  that  is  fair. 

In  the  Whip's  advisory  report,  it 
says  that  this  bill  "repeals  the  3-year 
rule  which  allows  Federal  retirees— 
and  others— to  frontload  the  receipt  of 
their  contributions."  That— and 
others— is  approximately  17  million 
Americans;  17  million  Americans  in  ad- 
dition to  3  million  Federal  employees 
who  are  being  unfairly,  retroactively 
treated  by  this  bill. 

D  1235 

Mr.  CONYERS.  Madam  Speaker, 
will  the  gentleman  yield? 

Mr.  HOYER.  I  only  have  2  minutes. 

Mr.  CONYERS.  I  do  not  have  any 
minutes. 

Mr.  HOYER.  I  yield  to  the  gentle- 
man from  Michigan. 

Mr.  CONYERS.  Madam  Speaker, 
look,  we  have  got  a  multibillion-dollar 
bill  down  here  with  hours  of  debate 
and  I  have  just  been  told  that  I  do  not 
have  any  time,  so  I  am  voting  against 
this  bill. 

The  corporations  that  have  not  been 
paying  taxes  probably  will  not  be 
paying  taxes,  but  I  will  not  be  able  to 
find  out,  so  I  am  voting  no. 

I  thank  the  gentleman  for  yielding. 

Mr.  HOYER.  Madam  Speaker,  what 
is  happening  to  Federal  employees 
every  year?  Let  me  read  to  you  what 
has  happened  to  them  every  year  since 
1981. 

1981:  $2.3  billion  out  of  their  pock- 
ets. 

1982:  $5  billion. 

1983:  $7.4  billion. 

1984:  $10.6  billion. 

1985:  $10.7  billion. 

1986:  $13.4  billion. 


That  is  almost  $50  billion  under  this 
administration,  and  with  our  help  on 
this  side  of  the  aisle,  in  reducing  their 
pay  and  benefits  by  $50  billion  under 
the  law,  to  which  they  would  have 
been  entitled  if  we  had  not  changed 
the  law.  That  is  not  fairness.  That  is 
not  equity. 

Not  one  member  of  the  Ways  and 
Means  Committee  has  tried  to  justify 
to  me  the  retroactive  impact.  As  a 
matter  of  fact,  I  think  all  of  them 
would  like  to  change  that  part  of  the 
bill. 

If  we  recommit  it,  we  can  change  it. 
If  we  do  not  recommit  it,  we  cannot 
change  it. 

I  ask  for  this  House  to  give  fairness 
not  only  to  Federal  employees,  but  to 
State,  county,  and  municipal  employ- 
ees and  other  employees  who  contrib- 
ute to  their  pension  systems. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  3  minutes  to  the  gentleman  from 
Virginia  [Mr.  Wolf]. 

Mr.  WOLF.  Madam  Speaker,  we  all 
support  tax  reform,  but  let  me  follow 
up  what  my  colleague,  the  gentleman 
from  Maryland,  Mr.  Steny  Hoyer,  has 
said,  and  the  gentleman  is  right.  The 
members  of  the  Ways  and  Means 
Committee,  if  geven  a  chance  to  vote 
on  this  issue,  would  vote  with  this; 
that  is  what  we  are  asking  for  and 
that  is  why  the  motion  to  recommit  is 
appropriate. 

Madam  Speaker,  like  many  in  the 
House,  I  see  the  need  for  tax  reform.  I 
wholeheartedly  support  the  eliminate 
of  special  preferences  and  loopholes, 
and  believe  that  all  individuals  and 
corporations  should  pay  their  fair 
share  of  taxes.  I  support  the  intent  of 
this  legislation— to  make  the  Tax  Code 
more  fair.  Unfortunately,  the  bill  that 
we  have  before  us  today  is  grossly 
unfair. 

I  know  that  you  are  all  aware  of  the 
tax  reform  provision  which  would 
repeal  the  3-year  basis  recovery  rule 
that  allows  public  servants  to  recover 
their  taxed  contributions  to  a  manda- 
tory participation  plan.  Not  only  is 
this  provision  eliminated,  but  it  is 
eliminated  retroactively,  thus  trapping 
some  20  million  retirement-eligible  em- 
ployees in  their  jobs  without  having 
the  benefit  of  opting  for  a  3-year  re- 
covery rule  on  which  they  have  based 
years  of  retirement  planning. 

The  hundreds  of  letters  and  phone 
calls  I  have  received  from  teachers, 
police  officers,  firefighters  and  local, 
State  and  Federal  employees  express 
disbelif,  frustration,  disappointment 
and  anger  that  Congress  would  even 
consider  making  such  a  dramatic 
change  retroactive,  without  giving 
them  the  option  to  choose.  These 
people  who  educate  our  children,  pro- 
tect our  families  and  make  this  coun- 
try work  could  individually  lose  any- 
where from  $6,000  to  $20,000. 
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No  other  group  of  individual  taxpay- 
ers were  singled  out  for  this  retroac- 
tive tax  revision.  To  make  the  date  ret- 
roactive indicates  to  all  current  and 
potential  Government  employees  that 
Congress  does  not  intend  to  honor  the 
contract  it  made  in  good  faith  to  these 
millions  of  employees,  and  that  its 
credibility  is  at  best  lacking. 

Let  me  share  with  you  the  frustra- 
tions these  individuals  have  expressed: 

This  legislation  would  yaink  the  safety  net 
from  under  a  large  group  of  retirees— sever- 
al million  police,  firemen,  teachers  and 
other  State  and  municipal  government 
workers— without  affording  them  even  the 
opportunity  to  factor  it  into  their  planning. 
This  seems  to  me  unreasonable  and  unfair. 

What  about  those  individuals  who 
stayed  on  in  order  to  finish  a  project 
or  because  a  particular  office  situation 
dictated  the  need  for  them  to  stay?  As 
this  constituent  relates: 

I  could  have  retired  June  30  but  we  had 
an  employee  recovering  from  surgery  and 
two  in  the  process  of  leaving  the  govern- 
ment because  they  were  disenchanted  with 
the  system.  So.  I  chose  to  remain  and  get 
penalized  for  being  sensitive  to  the  needs  of 
the  office. 

A  NASA  employee  writes: 

The  new  Administrator  asked  that  I  con- 
tinue to  work  for  the  Agency  during  this  re- 
covery effort,  even  though  I  had  been  giving 
consideration  to  retirement.  I  decided  to 
continue  to  work  for  the  time  being  in  the 
belief  that  Congress  would  not  pass  a  retro- 
active change  in  the  conditions  under  which 
we  work. 

These  employees  have  put  many 
years  into  Government  service,  some 
26,  some  37,  some  40  years  or  more. 
Their  shock  and  disappointment  is  felt 
with  this  statement: 

1  can't  believe  that  the  joint  House  and 
Senate  conference  committee  decided  to 
remove,  retroactive  to  1  July  1986,  the  3- 
year  basis  recovery  period.  I  feel  it  is  totally 
unfair  and  unjust  to  eliminate  this  or  any 
other  benefit  that  an  employee  has  under- 
stood would  be  part  of  his  retirement  pro- 
gram. What  about  the  moral  and  legal  obli- 
gation to  maintain  its  commitment  to  its 
employees? 

Madam  Speaker,  as  the  elected  Rep- 
resentatives of  these  20  million  public 
servants,  we  cannot  in  good  con- 
science, let  this  retroactive  date  take 
effect.  We  must  bring  fairness  to  this 
issue  for  the  dedicated  Federal  em- 
State  employees,  county  em- 
employees,  firemen, 
policemen  throughout 
this  country,  many  of  whom  did  not 
work  for  the  high  salary,  but  worked 
for  the  highest  purpose  and  the  best 
cause:  to  make  their  country  and  com- 
munity better. 

I  ask  my  colleagues  to  support  the 
motion  to  recommit  so  that  we  can  do 
the  right  and  just  thing. 

Mrs.  KENNELLY.  Madam  Speaker, 
I  yield  3  minutes  to  the  gentleman 
from  New  York  [Mr.  RangelI. 

Mr.  RANGEL.  Madam  Speaker,  I 
rise  in  support  of  the  tax  reform  bill 
and  I  vigorously  oppose  the  consider- 
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ation  of  a  motion  to  recommit.  The 
motion  to  recommit  means  that  the 
bill  goes  back  to  committee  and  then 
we  have  to  get  together  and  see 
whether  or  not  we  can  redraft  a  new 
tax  bill. 

When  this  bill  first  was  being  con- 
ceived, I  thought,  what  a  wonderful 
opportimity  for  Democrats  to  be  able 
to  go  into  their  districts  and  to  cam- 
paign for  a  reform  bill,  to  take  advan- 
tage of  that  fact  that  when  the  Presi- 
dent first  introduced  his  Economic  Re- 
covery Tax  Act,  everyone  got  a  tax  cut 
except  the  working  poor,  and  for  the 
rich  and  for  the  corporations  the  abili- 
ty to  shelter  their  income  was  right 
out  here  and  I  thought,  my  God,  what 
a  big  Republican  giveaway. 

But  is  it  not  ironic  now  that  this 
same  President  "has  come  to  us,  not 
only  to  close  the  loopholes,  but  to 
make  certain  that  the  working  poor 
who  have  been  sucked  into  this  tax 
system,  that  have  been  held  hostage 
for  6  years,  are  relieved  of  the  burden 
of  having  to  pay  Federal  taxes  and 
that  the  rich,  the  wealthy,  and  the 
profitable  corporations  would  once 
again  pay  some  contribution  to  the 
debt  of  this  Nation. 

I  am  suggesting  to  you  that  I  believe 
that  the  President,  by  joining  hands 
with  the  leaders  of  both  the  House 
and  the  Senate,  by  having  the  gentle- 
man from  Illinois,  Mr.  Dan  Rosten- 
KowsKi,  and  our  own  gentleman  from 
Tennessee,  Mr.  Jack  Duncan,  working 
together  on  the  House  side  with  Sena- 
tor Packwood  and  Senator  Long  have 
produced  a  good  bill.  There  are  a  lot  of 
things  in  this  bill  that  anyone  who 
wants  an  excuse  to  vote  against  it  can 
find. 

But  the  option  that  we  have  is  not 
just  voting  for  this  bill,  but  by  voting 
for  a  motion  to  recommit;  by  voting 
against  this  bill,  what  we  are  doing  is 
saying  that  we  want  this  same  corrupt 
obscene  tax  system. 

One  of  the  worst  things  about  this 
current  system  is  that  we  enjoy  in  this 
great  Nation  of  ours  a  voluntary  tax 
payment  system,  and  yet  everybody 
knows  somebody  who  takes  a  great 
amount  of  joy  in  explaining  that  not- 
withstanding their  income,  that  they 
are  able  through  creative  accounting 
to  find  the  type  of  shelter  that  is  not 
based  on  any  economic  incentive,  so 
that  they  will  pay  little  or  no  taxes. 

In  this  bill  we  have  protected  the 
fringe  pension  benefits  of  the  working 
people.  We  have  made  it  possible  for 
the  overwhelming  majority  of  Ameri- 
can taxpayers  not  to  have  to  file,  not 
to  have  to  itemize  on  the  long  form, 
but  to  just  file  a  short  form. 

There  are  many  Members  that  say 
this  bill  should  not  be  revenue  neutral, 
that  we  should  have  taken  advantage 
of  this  opportimity  to  raise  the  fimds 
and  reduce  the  deficit.  The  last  time  I 
heard  something  like  this,  there  was  a 
guy  named  Fritz  Mondale,  and  nobody 


in  this  House  thought  that  that  idea 
was  good  then  and  we  have  another 
election  year  and  I  have  not  found  any 
Member  who  is  willing  to  do  it  now. 

I  say  vote  against  the  motion  to  re- 
commit and  vote  for  this  reform  bill. 
It  is  an  historic  occasion  that  we  have 
to  take  advantage  of. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  4  minutes  to  the  gentleman  from 
New  Hampshire  [Mr.  Gregg],  a 
member  of  the  Ways  and  Means  Com- 
mittee. 

Mr.  GREGG.  Madam  Speaker,  I 
thank  the  gentleman  from  Tennessee 
for  recognizing  me. 

I  think  I  should  start  by  saying  that 
this  bill  clearly  does  not  bottle  light- 
ning. It  has  some  significant  problems. 
In  my  opinion,  there  are  sections  of 
this  bill  which  are  going  to  create  ex- 
traordinary complexity  in  our  tax  law. 
There  are  also,  unfortunately,  sections 
of  this  bill  which  I  would  characterize 
as  staff-driven  academic  drivel;  but  on 
balance,  this  bill  accomplishes  some  of 
our  fundamental  goals  for  tax  reform. 

First,  it  is  fair.  It  creates  a  situation 
where  people  of  essentially  the  same 
taxable  income  will  pay  approximately 
the  same  amount  of  taxes. 

Second,  it  dramatically  cuts  rates  so 
that  people  have  a  greater  incentive  to 
be  productive,  so  that  people  will  go 
out  and  earn  that  extra  dollar  because 
they  know  they  will  be  able  to  keep  a 
higher  percentage  of  that  extra  dollar. 

Third,  it  significantly  takes  out  of 
the  business  of  investment  the  policy 
of  trying  to  obtain  tax  deductions. 
One  of  the  biggest  problems  we  have 
in  this  economy  today  is  that  too 
many  people  invest  for  purposes  of  tax 
deductions  versus  investing  for  pur- 
poses of  getting  a  real  return  on  their 
investments.  This  bill  will  go  a  long 
way  toward  correcting  that.  It  is  there- 
fore in  my  opinion  not  an  answer  to 
our  dream,  but  rather  a  better  bill 
than  what  we  presently  have  as  reality 
today.  For  that  reason,  I  endorse  it 
and  I  hope  that  it  will  pass. 

Mr.  ARCHER.  Madam  Speaker,  l' 
yield  such  time  as  he  may  consume  to 
the  distinguished  gentleman  from  Wy- 
oming [Mr.  Cheney]. 

Mr.  CHENEY.  Madam  Speaker,  the  decision 
of  whether  to  support  or  oppose  H.R.  3838. 
the  so-called  tax  reform  bill,  is  one  of  the 
most  difficult  questions  I've  faced  during  my 
time  in  Ckingress.  Very  few  people  would 
defend  the  existing  Tax  Code  or  make  the 
claim  that  it  cannot  be  improved.  The  goal  of 
reform  is  one  that  nearly  everyone  supports. 
However,  the  actual  enactment  of  legislation 
into  law  requires  us  to  be  far  more  specific 
about  what  we  mean  by  reform,  and  I  have  re- 
luctantly concluded  that  H.R.  3838  fails  the 
test. 

Without  question,  there  are  some  positive 
features  in  the  bill.  I  like  the  idea  of  lower 
rates  and  fewer  brackets.  The  move  to  close 
some  badly  abused  loopholes  is  a  good  one, 
as  is  the  impositk)n  of  an  effective  minimum 


26220 


CONGRESSIONAL  RECORD— HOUSE 


September  25,  1986 


tax  to  make  sure  that  everyone  pays  their  fair 
share.  But  on  balance  I  believe  the  negative 
features  of  the  bill  outweigh  the  positive. 

The  most  critical  consideration  for  me  in 
evaluating  any  tax  nieasure  Is  its  economic 
In^pact  on  Wyoming  and  the  Nation.  In  the 
short  run,  over  the  next  2  to  3  years,  I  believe 
the  bill  will  result  in  lower  levels  of  economic 
activity,  slower  growth,  less  investment,  and 
fewer  jobs  for  Wyoming.  Eliminating  the  in- 
vestment tax  credit  is  likely  to  lead  to  a  lower 
level  of  capital  investment  under  the  new  law 
than  with  the  existing  Tax  Code.  In  addition. 
Incentives  for  people  to  invest  in  the  oil  and 
gas  business,  already  severely  damaged  by 
ttie  collapse  in  world  oil  pnces,  will  be  even 
further  reduced  by  the  passage  of  this  legisla- 
tion. 

On  the  national  level  I  believe  the  evidence 
is  overwhelming  that  H.R.  3838  will  adversely 
affect  our  major  manufacturing  industnes. 
That  Is  especially  unfortunate,  because  these 
are  the  companies  hardest  hit  by  competition 
from  foreign  imports.  At  a  time  when  we 
should  be  looking  for  ways  to  make  American 
businesses  more  comp)etitive  in  world  makets, 
this  legislation  will  lead  to  a  $120  billion  in- 
crease In  Federal  taxes  on  business  and  to  a 
significant  rise  in  the  cost  of  capital. 

Increasing  capital  investment  in  this  sector 
or  our  economy  is  essential  if  our  companies 
are  going  to  be  able  to  compete  with  foreign 
firms,  which  operate  in  more  favorable  tcw  en- 
vironments with  low  cost  latxDr.  Given  our 
record  trade  deficits,  the  timing  of  these 
changes  in  our  tax  code  couldn't  be  worse. 

The  bill  discriminates  against  Wyoming  in 
otfier  respects  as  well.  Under  the  provisions 
of  H.R.  3838,  it  will  be  possible  for  taxpayers 
to  continue  to  deduct  State  Income  and  prop- 
erty taxes,  but  they  will  no  longer  be  able  to 
deduct  State  sales  taxes.  That  cleariy  is  unfair 
to  those  States  like  Wyoming  which  rely  on  a 
sales  tax  but  collect  only  modest  property 
taxes  and  have  no  State  income  tax.  The  Fed- 
eral Tax  Code  should  either  permit  the  full  de- 
duction for  all  State  and  local  taxes  or  for 
none  of  them.  It  is  not  equitable  to  discrimi- 
nate against  those  States  that  have  chosen  a 
sales  tax  as  the  major  source  of  their  reve- 
nue. 

There  are  otfier  provisions  I  find  objection- 
able: The  significant  increase  in  taxes  on  the 
real  estate  industry,  the  loss  of  income  aver- 
aging especially  for  agriculture,  the  increases 
on  taxes  paid  by  retiring  Federal  employees, 
the  increase  In  the  tax  on  capital  gains,  the 
changes  in  IRA's  for  certain  taxpayers,  and 
the  elimination  of  the  deduction  for  tax  advice 
and  the  preparation  of  tax  return. 

I  believe  there  will  be  many  unanticipated 
consequences  of  this  tax  legislatk>n.  The  bill 
itsetf  Is  hundreds  of  pages  long.  Many  of  the 
provisions  are  incomprehensible  to  Members 
of  Congress,  let  alone  those  people  who  will 
be  required  to  comply.  There  hasn't  been  time 
to  analyze  the  bill  in  all  its  complexity,  and 
therefore  the  impact  it  will  have  on  many  sec- 
tors of  our  ecorHjmy  is  unknown. 

I  fully  expect  that  Congress  will  have  to 
enact  legislation  embodying  so-called  techni- 
cal amendments  In  succeeding  years  to  cor- 
rect the  problems  arising  from  this  bill.  Instead 
of  rushing  to  pass  the  measure  In  tfie  closing 
weeks  of  the  99th  Congress,  it  woukj  be  far 


more  responsible  to  take  the  time  necessary 
to  work  on  the  legislation  until  we  had  the 
bugs  out  of  it  before  Imposing  it  on  the 
Nation.  It  also  would  be  more  equitable  to  pro- 
vide for  longer  transition  periods  to  the  time 
when  the  new  code  would  take  effect.  The 
current  bill  will  create  inequities  by  making 
some  changes  retroactively.  People  who 
made  investments  based  on  current  law 
should  not  be  penalized  by  having  the  rules 
changed  in  the  middle  of  the  game. 

Finally,  I  am  concerned  that  all  of  the  atten- 
tion paid  to  H.R.  3838  over  the  past  2  years 
has  distracted  the  Congress  and  the  adminis- 
tration from  more  important  issues.  I  believe 
the  Federal  deficit,  which  will  hit  a  new  record 
of  $230  billion  in  1986,  is  an  evergrowing 
threat  to  the  future  of  our  economy— greater 
than  anything  in  the  current  or  proposed  Tax 
Code.  If  the  President  and  Congress  would 
make  the  same  kind  of  sincere,  dedicated,  bi- 
partisan effort  to  reduce  the  Federal  deficit 
that  went  Into  the  so-called  tax  reform  bill, 
Wyoming  and  the  Nation  would  have  a  much 
brighter  future. 

There  are  good  features  in  H.R.  3838,  the 
Tax  Reform  Act  of  1986.  Well  intentioned, 
reasonable  people  can  come  to  different  con- 
clusions on  the  overall  worth  of  the  legislation. 
After  a  good  deal  of  study  of  the  committee 
report,  and  advice  from  and  discussions  with  a 
great  many  folks  from  Wyoming,  I  have  con- 
cluded that  passage  of  the  bill  would  do  more 
harm  than  good.  Therefore,  I  have  decided  to 
oppose  it. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Texas  [Mr. 
Leland]. 

Mr.  LELAND.  Madam  Speaker,  after  long 
and  careful  consideration,  I  have  decided  that 
I  cannot  support  the  conference  agreement 
on  the  tax  reform  bill,  H.R.  3838.  The  agree- 
ment has  some  salutary  features,  notably  the 
elimination  of  some  of  the  more  flagrantly  of- 
fensive tax  shelters  and  the  removal  of  6  mil- 
lion low-income  taxpayers  form  the  tax  rolls. 
Nonetheless,  on  balance,  the  tax  reform  bill 
causes  more  economic  problems  than  it 
solves. 

I  am  particularly  troubled  by  the  potentially 
devastating  impact  the  tax  bill  could  have  on 
the  economy  of  Texas  and  my  constituents  in 
Houston.  It  is  no  secret  that  Texas  and,  in 
particular,  the  city  of  Houston  have  suffered 
severe  economic  trauma  from  the  precipitous 
decline  in  oil  prices.  Other  sectors  of  the 
Houston  economy  also  are  suffering,  notably 
the  real  estate  markets  and  the  banking  in- 
dustry. Unfortunately,  these  three  industries, 
oil,  and  gas,  real  estate,  and  banking  are 
among  those  hardest  hit  by  the  tax  bill. 

There  have  been  suggestions  in  the  press 
and  by  economists  that  the  energy  industry 
t>enefits  under  this  bill  because  it  absorbs  only 
a  $4  billion  tax  increase  rather  than  the  $40 
billion  increases  called  for  in  President  Rea- 
gan's original  proposal  and  in  the  initial  House 
bill.  Given  the  current  economic  condition  of 
the  energy  industry,  even  a  $4  billion  tax  in- 
crease will  have  a  significant  impact.  More- 
over, in  addition  to  the  extra  $4  billion  In  taxes 
the  energy  Industry  will  have  to  absorb,  It  also 
will  share  in  the  $120  billion  general  tax  in- 
creases on  business.  My  constituents  tell  me 


this  will  reduce  exploration,  constrain  develop- 
ment, depress  capital  expenditures  by  energy 
firms— and  most  assuredly,  increase  unem- 
ployment. 

The  situation  is  similar  with  regard  to  real 
estate  and  banking.  Many  Texas  realtors  and 
bankers  are  struggling  to  survive.  The  provi- 
sions in  the  tax  bill  which  impact  those  indus- 
tries could  be  the  death  blow.  The  conference 
agreement  substantially  reduces  the  two 
major  special  tax  preferences  that  contribute 
to  the  low  rates  paid  by  many  banks.  This 
could  cause  major  problems  for  viable  banks 
and  could  cause  marginal  banks  to  fall.  Many 
who  have  studied  the  conference  agreement 
acknowledge  that  the  real  estate  industry  is 
one  of  those  hardest  hit.  Downtown  Houston, 
which  is  in  the  heart  of  my  district,  already 
suffers  from  excessive  vacancies  and  little 
demand  for  existing  stock.  I  will  not,  by  my 
vote,  contribute  to  the  future  deterioration  of 
commercial  and  residential  real  estate  In 
Houston.  A  vote  for  the  tax  bill,  in  my  opinion, 
would  have  such  an  effect. 

The  tax  agreement  completely  repeals  the 
existing  itemized  deduction  for  State  and  local 
sales  taxes,  which  will  have  a  disproportionate 
impact  on  Texas.  Texas  does  not  have  a 
State  income  tax,  and  relies  heavily  on  sales 
tax  for  revenue.  I  can  not  defend  a  proposition 
that  would  require  the  citizens  of  Texas  to 
subsidize  States  with  high  income  taxes.  This 
provision  is  arbitrary,  discriminatory,  and  in- 
equitable. 

I  also  am  very  concerned  about  the  lack  of 
progressivity  in  this  bill.  For  decades,  one  of 
the  central  tenets  of  the  Democratic  Party's 
tax  policy  has  been  progressivity  In  tax  rates. 
In  just  6  short  years,  however,  we  have 
moved  from  a  top  tax  rate  of  70  percent  In 
1981  to  a  possible  top  rate  of  28  percent. 
Under  the  conference  agreement,  an  individ- 
ual earning  $23,000  would  pay  the  same  28 
percent  tax  rate  as  an  individual  earning 
$500,000.  Even  should  the  agreement  close 
some  loopholes,  I  have  severe  problems  with 
this  potential  bonanza  for  the  wealthy. 

Finally,  I  am  particulariy  troubled  that  this 
package  is  revenue  neutral  and  does  not  ad- 
dress the  No.  1  economic  problem  facing  our 
Nation  today— a  $2  trillion  national  debt  that  Is 
growing  dally.  If  we  are  to  tackle  tax  reform  or 
simplification,  we  must  recover  revenues  to 
solve  our  national  debt. 

At  t}est,  any  positive  economic  Impact  of 
the  tax  bill  on  either  the  national  economy  or 
on  local  economies  Is  entirety  speculative. 
Given  our  existing  economic  climate,  Texans 
can  not  afford  to  engage  in  speculation.  We 
need  certainty  and  a  revitalized  economy.  This 
conference  agreement  does  not  fill  that  bill. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  1  minute  to  the  gentleman  from 
California  [Mr.  Dreier]. 

Mr.  DREIER  of  California.  Madam 
Speaker,  I  thank  my  friend  for  yield- 
ing. 

In  1981  when  I  came  to  this  Con- 
gress we  fought  very  hard  to  pass,  by  a 
very  narrow  margin,  what  is  known  as 
the  Economic  Tax  Recovery  Act.  That 
tax  bill  provided  the  strongest  eco- 
nomic recovery  that  we  have  seen  in 
over  three  decades,  and  here  we  are 
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today  repealing  large  parts  of  that  tax 
bill. 

There  are  three  stated  goals  behind 
tax  reform  which  we  all  support. 
Those  three  goals,  simplicity,  fairness, 
and  economic  growth,  are  all  being 
abandoned. 

Every  report  that  I  have  seen  indi- 
cates that  any  individual  who  present- 
ly files  a  tax  form  will  have  a  system 
which  is  more  complex  under  this  bill. 
What's  simple  about  that? 

What  is  it  that  is  fair  about  a  tax 
code  which,  as  the  gentleman  from 
Texas  said,  allows  for  the  deduction  of 
second  homes,  but  does  not  allow  for 
the  deduction  of  a  first  automobile? 

On  the  third  point,  time  after  time 
we  have  seen  economists  report  to  us 
that  there  is  more  than  uncertainty  as 
far  as  economic  growth  is  concerned. 
There  is  no  doubt  about  the  fact  that 
a  majority  of  economic  forecasters 
have  said  that  this  will  create  a  very 
difficult  time  for  an  already  fragile 
economy. 

I  urge  support  of  the  recommital 
motion.  So  that  we  can  have  tax 
reform  which  is  fair,  simple  and 
growth  oriented. 

Madam  Speaker,  when  the  an- 
nouncement came  last  month  that  the 
Tax  Reform  Conference  Committee 
completed  a  compromise  on  the  most 
sweeping  revision  of  Federal  tax  law  in 
history,  I  shared  the  enthusiasm  of 
many  of  my  colleagues  that  we  were 
about  to  do  something  genuinely  good 
for  the  American  taxpayers.  Who  can 
deny  the  powerful  incentives  for  pro- 
ductivity and  economic  growth  that 
are  inherent  in  a  tax  structure  where 
the  top  rate  stands  at  28  percent.  Fi- 
nally, it  seemed,  we  were  able  to  fash- 
ion a  package  based  on  the  original  ob- 
jectives of  tax  reform:  fairness,  sim- 
plicity, and  economic  growth. 

Unfortunately,  Madam  Speaker,  my 
Initial  enthusiasm  quickly  faded  upon 
returning  to  my  congressional  district 
for  the  August  recess.  It  was  there 
that  many  of  the  flaws  in  the  confer- 
ence committee  agreement  became 
public.  Since  the  recess,  I  have  re- 
ceived literally  thousands  of  telephone 
calls  and  letters,  with  all  but  maybe  10 
urging  opposition  to  the  package  be- 
cause of  the  potential  hardships  it  will 
create.  Even  those  who  support  it  do 
so  with  a  sober  attitude  that  "it's  the 
best  that  can  be  expected  from  Con- 
gress." 

But  I  don't  believe  that  this  tax 
package  we  have  before  us  is  the  best 
we  can  do.  The  American  taxpayers 
want  real  and  lasting  tax  reform,  and 
we  will  have  the  opportunity  today  to 
give  them  just  that  by  recommiting 
this  conference  report  back  to  the  con- 
ference committee  with  some  simple 
instruction:  First,  don't  penalize  tax- 
payers retroactively  for  making  deci- 
sions based  on  current  tax  laws; 
second,  don't  add  billions  of  dollars  to 
an  already  skyrocketing  Federal  defi- 


cit; third,  don't  discourage  savings  and 
investment  at  a  time  when  borrowing 
and  consumption  are  at  an  all  time 
high;  fourth,  don't  discourage  econom- 
ic growth. 

Fairness,  simplicity,  and  growth! 
This  tax  package  is  inadequate  on  all 
three  fronts. 

Without  getting  into  the  issue  of 
merits,  I  don't  see  the  fairness  in  tell- 
ing a  business  person  that  the  Govern- 
ment will  pick  up  10  percent  of  the  tab 
for  the  purchase  of  new  equipment, 
and  then  changing  the  rules  after 
those  purchases  have  been  made. 
Where's  the  fairness  for  hundreds  of 
thousands  of  middle-income  Ameri- 
cans who  recently  refinanced  their 
homes,  only  to  find  that  they  will  no 
longer  be  able  to  afford  their  mort- 
gage payments  because  the  deduction 
they  thought  was  there  was  taken 
away.  And  what's  fair  about  retroac- 
tively changing  pension  rules  without 
providing  workers  and  retirees  the  op- 
portunity to  plan  accordingly. 

On  the  subject  of  simplicity,  I  com- 
mend the  conference  committee  for  re- 
writing the  whole  Internal  Revenue 
Code  rather  than  adding  more  com- 
plex amendments.  However,  I  find 
nothing  simple  about  a  tax  code  in 
excess  of  1,000  pages.  Neither  are  the 
rates  simple  to  understand.  While  the 
compromise  boasts  of  a  28-percent  top 
rate,  the  phase  out  of  the  15-percent 
rate,  the  personal  exemption,  and  de- 
ductions for  individual  retirement  ac- 
counts will,  result  in  a  real  top  rate  of 
well  over  34  percent.  How  can  we 
expect  to  restore  confidence  in  our  tax 
system  when  we're  not  being  up  front 
about  the  rate  structure. 

It's  highly  unlikely  that  this  legisla- 
tion, as  currently  drafted,  will  raise 
$120  billion  through  the  proposed 
changes  to  capital  formation,  deprecia- 
tion, foreign-source  income,  and  the 
corporate  minimum  tax.  With  many 
industries  such  as  banking,  farming, 
energy,  and  real  estate  already  facing 
economic  difficulties,  I  don't  antici- 
pate much  in  the  way  of  revenue  en- 
hancement coming  from  those  sectors 
of  the  economy.  More  likely,  we  will 
see  lower  productivity,  lower  economic 
growth,  and  higher  trade  deficits.  Ulti- 
mately, it  will  be  the  Federal  deficit, 
not  business  taxes,  that  will  increase. 

Leading  the  way  is  the  elimination 
of  the  preferential  treatment  of  cap- 
ital gains.  Changes  in  the  capital  gains 
rate  structure  in  recent  years  show 
conclusively  that  a  lower  tax  rate  re- 
sults in  greater  capital  formation  and 
ultimately  more  tax  revenue  to  the 
Federal  Treasury.  For  instance,  in 
1977  the  capital  gains  rate  was  49  per- 
cent, total  capital  gains  were  $23.4  bil- 
lion and  taxes  paid  were  $8.1  billion. 
By  1982,  the  top  rate  had  been  re- 
duced to  20  percent,  yet  capital  gains 
totaled  $38.5  billion  and  taxes  paid  in- 
creased to  nearly  $13  billion.  At  the 
same  time,  the  pool  of  capital  gains 


available  for  capital  formation  in- 
creased from  $3.5  billion  in  1978  to  $16 
bUlion  in  1984. 

Yet.  not  only  is  the  preferential 
treatment  eliminated,  the  conference 
report  won't  even  allow  capital  gains 
to  keep  up  with  inflation.  Consider 
what  the  lack  of  indexing  means,  for 
example,  to  the  average  homeowner. 
With  an  annual  inflation  rate  of  5  per- 
cent—a realistic  assumption— the 
value  of  a  $100,000  home  will  increase 
by  about  $30,000  over  5  years.  In  real 
terms,  the  value  of  that  home  remains 
$100,000,  yet  the  owner  would  have  to 
pay  taxes  on  $30,000  upon  selling  the 
home. 

A  further  deterrent  to  savings  and 
investment  is  the  way  in  which  the  tax 
bill  treats  IRA's.  The  proposed  restric- 
tions come  at  an  unfortunate  time. 
Our  tax  system  is  already  biased 
against  savings  and  investment,  and 
curtailing  IRA's  will  erode  what  is 
about  the  only  base  of  support  for  sav- 
ings in  this  country. 

Moreover,  IRA's  have  proved  ex- 
tremely effective  in  channeling  private 
resources  into  retirement  needs.  The 
more  than  $250  billion  in  IRA's  al- 
ready comprises  more  than  15  percent 
of  the  total  assets  saved  in  pensions.  If 
the  IRA  deduction  is  -not  fully  re- 
stored, Congress  will  be  seriously 
weakening  the  Nation's  retirement 
system  and  destroying  an  important 
incentive  for  Americans  to  save. 

Although  this  tax  package  will  pro- 
vide important  tax  relief  to  many 
small  unincorporated  firms,  that  will 
not  be  the  case  for  most  small  busi- 
nesses. Initially,  tax  reform  was  per- 
ceived to  be  advantageous  to  small 
business.  But  a  recent  study  by  the 
Small  Business  Administration  found 
that  firms  with  assets  under  $500,000 
would  see  their  taxes  increase  by  as 
much  as  40  percent,  particularly  for 
incorporated  firms.  Although  there  is 
substantial  rate  reduction,  this  is 
offset  by  the  'hidden  rate  recapture 
surtax, "  the  elimination  of  the  ITC 
and  the  special  capital  gains  rate,  and 
the  changes  made  to  the  deductibility 
of  business  expenses  and  depreciation 
schedules. 

In  addition,  the  phase-in  of  the  28- 
percent  top  rate  over  2  years  can  only 
exacerbate  an  already  sluggish  econo- 
my. There  is  no  doubt  that  the  deci- 
sion to  phase  in  the  1981  tax  cuts  over 
3  years  contributed  heavily  to  the  re- 
cession of  1982.  Businesses  deferred 
profits  until  the  full  tax  cut  took 
effect  in  1983,  which  happened  to  be 
the  year  we  climbed  out  of  the  reces- 
sion. 

As  you  can  see,  Madam  Speaker, 
these  are  no  minor  technical  problems. 
If  enacted  in  its  current  form,  this  tax 
bill  threatens  to  undermine  the  spirit 
of  tax  reform,  and  make  a  mockery  of 
our  struggles  to  achieve  it.  A  year 
from  now,  I  don't  want  to  be  here 
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voting  on  another  major  tax  bill  to 
correct  the  deficiencies  in  this  legisla- 
tion. Let's  do  the  job  now.  I  urge  my 
colleagues  to  support  the  motion  to  re- 
commit, and  bring  to  the  floor  a  pack- 
age that  will  insure  real  and  lasting 
tax  reform. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  2  minutes  to  the  gentleman  from 
New  York  [Mr.  Martin]. 

Mr.  MARTIN  of  New  York.  Madam 
Speaker,  I  rise  in  reluctant  opposition 
to  the  conference  report. 

I  would  like  initially  to  applaud 
President  Reagan  and  Chairman  Ros- 
TENKOWSKi,  the  gentleman  from  Ten- 
nessee [Mr.  Duncan]  and  the  people  in 
the  other  body  who  worked  so  hard, 
for  whether  or  not  you  are  going  to 
vote  for  this  does  not  detract  a  bit 
from  the  hours  and  weeks  and  months 
of  hard  work  and  dedication  by  the 
people  who  put  this  together. 

President  Reagan  initially  pointed 
out,  and  accurately  so,  that  the  Inter- 
nal Revenue  Code  is  sick.  The  big 
question  and  I  couldn't  agree  more  is. 
If  this  is  the  treatment,  will  the  treat- 
ment be  lethal? 

This  has  to  be  one  of  the  most  com- 
plex documents  that  has  ever  been  put 
together  in  the  history  of  man  in  one 
volume.  Trying  to  read  and  under- 
stand it  is  virtually  impossible.  I  would 
suggest  that  there  is  no  Member  who 
truly  understand  it.  It  was  delivered  to 
my  office  less  than  96  hours  ago  and 
here  we  are  debating  this  fundamental 
change  of  30  years  of  social  policy  in  3 
hours  at  the  rate  of  308  pages  an  hour. 

The  big  question  is  in  the  short  run 
and  the  long  run,  what  is  going  to  be 
the  effect  on  this  country? 

In  the  short  run,  I  want  to  warn  my 
colleagues  that  this  is  going  to  exacer- 
bate our  already  herculian  challenge 
Gramm-Rudman  presents  for  next 
year  to  the  tune  of  $20  billion. 

In  the  long  run  I  would  suggest  that 
while  this  document  is  difficult  to  un- 
derstand, a  lot  of  it  is  yet  to  be  written 
and  interpreted.  It  is  going  to  be  well 
into  the  next  millennium  before  we 
truly  understand  what  this  document 
does. 

It  is  not  all  bad.  As  a  matter  of  fact, 
it  has  some  good  features,  some  very 
good  features.  It  is  not  so  much  the 
bad  features  that  I  understand  that 
concern  me,  it  is  those  that  we  do  not 
understand  because  they  have  not 
been  interpreted  nor  have  they  been 
addressed. 
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So  I  would  suggest  to  the  people— 
and  I  understand  through  the  press 
accounts  and  the  nose-counting  that 
the  bill  has  a  good  chance  of  passing 
here  today— that  if  it  passes,  we  can 
only  hope  and  pray  that  it  is  the  right 
way  to  go  and  that  it  is  going  to  be 
beneficial  to  all  Americans,  because 
God  knows,  the  stakes  are  high. 


Mr.  ROSTENKOWSKI.  Madam 
Speaker,  how  much  time  do  we  have 
remaining? 

The  SPEAKER  pro  tempore  (Mrs. 
Long).  The  gentleman  from  Illinois 
[Mr.  RosTENKOWSKi]  has  37  minutes 
remaining,  the  gentleman  from  Ten- 
nessee [Mr.  Duncan]  has  37  minutes 
remaining,  and  the  gentleman  from 
Texas  [Mr.  Archer]  has  42  minutes  re- 
maining. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  3  minutes  to  the  gentleman  from 
Washington  [Mr.  Chandler]. 

Mr.  CHANDLER.  Madam  Speaker,  a 
number  of  years  ago  I  was  trying  to 
decide  whether  to  give  up  smoking, 
and  I  talked  it  over  with  a  friend  of 
mine:  a  doctor. 

"Well,"  he  said,  "there  are  a  number 
of  reason  not  to  smoke.  It  causes  em- 
physema, lung  cancer,  cancer  of  the 
throat,  and  mouth  cancer.  It's  a  factor 
in  heart  disease,  and  causes  high  blood 
pressure.  You  know,  there's  every 
reason  to  believe  that  smoking  will 
shorten  your  life. 

■'On  the  other  hand,"  he  said,  and  I 
listened  closely  because  I'd  tried  to 
quit  before  and  I  knew  it  would  be  ter- 
ribly uncomfortable,  "on  the  other 
hand,  smoking  has  its  positive  side 
too." 
"What's  the  positive  side?"  I  asked. 
"Well,"  he  said,  "it  looks  cool. " 
Madam  Speaker,  I'm  reminded  of 
that  conversation  when  I  discuss  this 
tax  bill  with  a  number  of  my  col- 
leagues. When  you  talk  about  specific 
provisions,  there's  agreement  that 
there  are  some  real  problems.  But  "it 
looks  cool."  Maybe  that's  why  the 
next  words  you  usually  hear  are  "but  I 
guess  I'll  have  to  vote  for  it." 

Well,  Madam  Speaker,  I  don't  have 
to  vote  for  it.  And  I  cannot,  in  good 
conscience,  vote  for  it. 

I  want  to  put  all  my  cards  on  the 
table,  so  I'll  mention  my  most  parochi- 
al reservation  first. 

Under  the  bill  that  passed  the 
House,  State  aind  local  taxes  would 
remain  deductible.  Under  the  bill  that 
passed  the  Senate,  State  and  local 
income  and  property  taxes  would 
remain  deductible,  but  only  a  portion 
of  State  and  local  sales  taxes  would 
remain  deductible. 

This  is  profoundly  unfair,  particular- 
ly in  State  which  have  a  sales  tax  but 
no  individual  income  tax.  Those  States 
include  Connecticut,  Florida,  Nevada, 
South  Dakota,  Tennessee,  Texas, 
Washington,  and  Wyoming.  Assur- 
ances were  given  in  the  Senate  that 
this  inequity  would  be  fixed  in  confer- 
ence. 

The  conference  met  and  compro- 
mised. Halfway  between  the  House  po- 
sition, allowing  all  sales  taxes  to  be  de- 
ducted, and  the  Senate  position,  allow- 
ing a  portion  of  sales  taxes  to  be  de- 
ducted, the  conference  decided  not  to 
allow  any  sales  tax  to  be  deducted. 


So,  under  the  provisions  of  this  con- 
ference report,  if  you  live  in  a  State  re- 
lying extensively  on  an  income  tax, 
you  can  deduct  most  of  your  State  and 
local  taxes.  If  you  live  in  a  State  rely- 
ing heavily  on  a  sales  tax,  you  caiuiot. 

So  much  for  fairness. 

If  you  don't  represent  a  district  in 
Connecticut,  Florida,  Nevada,  South 
Dakota.  Tennessee,  Texas,  Washing- 
ton, or  Wyoming,  this  "compromise" 
should  still  be  of  interest  to  you.  be- 
cause it  illustrates  just  how  faulty  this 
process  has  been  from  the  start. 

Rather  than  beginning  by  asking 
ourselves  what  sort  of  public  policy 
principles  tax  reform  should  embrace, 
we  began  with  a  determination  to 
reduce  the  number  of  brackets  and 
reduce  rates.  Once  that  determination 
was  made,  every  decision,  whether  it 
related  to  the  marriage  penalty  or  de- 
ductions for  medical  expenses  or  re- 
tirement policy  or  the  deductibility  of 
State  and  local  taxes,  was  driven  by 
revenue  estimates. 

Tax  reform  should  accomplish  more 
than  revenue  neutrality. 

Tax  reform  should  encourage  sav- 
ings and  investment,  it  should  pro- 
mote American  competitiveness  and  it 
should  encourage  people  to  plan  for 
their  retirement. 

Even  if  we  were  able  to  fix  this  prob- 
lem with  the  sales  tax,  this  bill  is  so 
flawed  that  it  should  be  defeated. 

Retirement  income  policy,  an  issue 
inevitably  linked  with  tax  policy,  is 
one  of  the  most  important  issues 
facing  this  Nation  as  we  approach  the 
21st  century. 

When  the  Social  Security  system 
was  established  in  the  early  1940's, 
there  were  100  workers  for  every  bene- 
ficiary. When  the  baby  boom  genera- 
tion retires,  there  will  only  be  two 
people  working  for  every  retiree.  Now 
we  know  that  this  generation  will  live 
longer,  and  we'd  better  do  what  we  can 
to  encourage  baby  boomers  to  prepare 
adequately  for  their  retirement  years. 
If  adequate  provision  is  not  made,  the 
burden  on  succeeding  generations  will 
be  unbelievable.  We're  already  sad- 
dling our  children  and  grandchildren 
with  an  unconscionable  public  debt. 
We  have  no  right  to  compound  the 
problem  by  failing  to  address  the  need 
for  retirement  income  for  the  baby 
boom. 

Unfortunately,  this  measure  repre- 
sents a  step  in  the  wrong  direction. 
Again,  the  retirement  income  provi- 
sions were  driven  solely  by  revenue 
considerations.  Initially,  very  few 
changes  were  contemplated. 

This  bill  removes  incentives  for  par- 
ticipating in  IRA's  and  401(k)  plans 
for  many  taxpayers.  Women  with  chil- 
dren, who  enter  and  leave  the  work 
force  more  than  other  workers,  are  es- 
pecially hard  hit  by  this.  They  need 
the  portability  that  IRA's  and  401(k)'s 
provide.  And  for  purposes  of  determin- 
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ing  eligibility,  workers  are  told  that  if 
their  spouses  are  covered  by  pensions, 
they  are  considered  to  be  covered  as 
well.  Equity  for  women  has  come  a 
long  way;  but,  where  pension  law  is 
concerned,  this  bill  is  a  step  into  the 
past. 

Small  businesses  today  account  for  a 
majority  of  jobs  in  the  United  States. 
Two  out  of  every  three  new  jobs  cre- 
ated come  from  small  business.  That  is 
the  good  news.  The  bad  news  is  that 
small  employers  have  a  difficult  time 
providing  pension  plans  for  their  em- 
ployees. In  fact,  only  about  half  of 
America's  workers  have  the  benefit  of 
an  employer-provided  pension  plan. 
And  most  of  those  who  have  no  pen- 
sion work  for  small  businesses. 

Does  the  tax  bill  do  anything  to  help 
this  situation?  No.  In  fact,  it  com- 
pounds the  problem  by  adding  new 
rules  and  burdens— aimed  at  large  em- 
ployers but  affecting  everyone— that 
make  it  far  less  likely  that  small  busi- 
nesses will  maintain,  let  alone  estab- 
lish, pension  plans  for  their  employ- 
ees. The  combination  of  lower  individ- 
ual rates  and  tighter  contribution 
limits  make  it  even  less  in  the  interest 
of  a  small  entrepreneur  to  provide 
pe^ion  coverage. 

We  need  to  realize  that  in  this  coun- 
try employers  have  the  choice  of  pro- 
viding pensions  for  employees.  Only 
Social  Security  is  mandatory.  If  we  as 
a  nation  do  not  recognize  the  need  to 
expand  pension  coverage,  millions  of 
Americans  will  retire  without  ade- 
quate resources  for  a  dignified  and 
comfortable  retirement.  On  this  issue, 
the  tax  reform  bill  looks  the  other 
way. 

Federal  retirees,  especially  those 
who  retired  recently,  are  also  hard  hit 
by  this  measure.  We're  changing  the 
rules  as  to  how  we  tax  their  pensions. 
For  years  we've  been  willing  to  sacri- 
fice the  financial  security  of  Federal 
workers  because  of  the  deficit,  now 
we're  sacrificing  their  retirement 
income  in  the  interest  of  revenue  neu- 
trality. The  retroactivity  of  this 
change  doesn't  meet  a  public  policy 
objective,  we  just  need  the  revenue. 

But  retirement  income  isn't  all 
that's  at  stake  here.  The  money  that  is 
saved  and  invested  for  retirement  pro- 
vides a  vital  source  of  capital  for 
American  enterprise.  One  reason  we're 
losing  the  trade  war  is  that  people  in 
other  countries  are  better  savers  than 
we  are.  But  this  bill  will  result  in  less 
capital  formation,  not  more. 

Madam  Speaker,  just  a  few  short 
months  ago,  this  House  passed  one  of 
the  most  protectionist  trade  packages 
imaginable.  Now  we're  considering  a 
tax  bill  that  would  diminish,  not  en- 
hance, the  competitiveness  of  Ameri- 
can enterprise. 

If  we're  worried  about  jobs  in  our 
basic  industries,  why  are  we  repealing 
the  investment  tax  credit? 


If  we  want  our  goods  and  services  to 
compete  well  in  a  global  economy,  why 
are  we  raising  business  taxes?  Who  do 
we  think  will  pay  those  business  taxes? 
They're  going  to  be  passed  along  to 
the  consumer,  making  our  goods  and 
services  less  competitive. 

No  one  can  doubt  the  relationship 
between  the  trade  deficit  and  the 
budget  deficit,  but  this  bill,  for  all  that 
was  sacrificed  for  revenue  neutrality, 
makes  the  deficit  problem  worse.  Sure, 
we'll  reap  a  windfall  in  fiscal  1987,  but 
how  are  we  going  to  cope  with  the  pro- 
jected revenue  shortfall  for  fiscal  1988. 
Are  we  going  to  raise  taxes,  or  are  we 
going  to  cut  services?  If  we're  going  to 
raise  taxes,  why  haven't  we  factored 
that  into  this  bill?  If  we're  going  to  cut 
services,  which  services  are  we  going  to 
cut? 

Just  last  year,  we  ijassed  an  extraor- 
dinary measure,  the  Gramm-Rudman- 
Hollings  deficit  reduction  mechanism. 
For  the  first  time  in  our  history,  we 
set  up  an  "automatic  pilot"  for  con- 
trolling the  Federal  budget  if  we,  as 
elected  officials,  fail  to  address  the  Na- 
tion's fiscal  crisis.  How  can  we  expect 
to  be  taken  seriously  if  we  turn  around 
and  pass  a  tax  bill  that  will  result  in  a 
revenue  shortfall  a  year  from  now? 

Proponents  tell  us  that  for  all  the 
bill's  faults,  we  need  to  simplify  the 
Tax  Code. 

Is  simplicity  what  we're  being  of- 
fered? Most  of  the  people  I've  talked 
with  are  bewildered  by  this  measure. 
Imagine  how  lengthy  the  technical 
corrections  bill  is  going  to  be.  How 
many  years,  if  not  decades,  will  it  take 
IRS  to  complete  the  rules  and  regula- 
tions? 

One  only  has  to  look  to  the  recent 
performance  of  the  stock  market  to 
see  that  investors  are  confused  by  this 
bill. 

I  hope  no  one  thinks  we've  simpli- 
fied the  code  because  we've  reduced 
the  number  of  brackets.  I've  never  met 
a  taxpayer  who  was  confused  by  the 
number  of  brackets  in  the  code.  Plenty 
of  taxpayers,  including  the  Chandlers, 
have  been  confused  by  all  the  calcula- 
tions you  have  to  make  before  you  get 
to  the  tax  tables;  but  once  you've 
gotten  that  far,  the  rest  of  the  work  is 
done  for  you. 

But  we  need  this  bill  to  make  the 
wealthy  pay.  Do  we?  None  of  us  have 
really  had  time  to  read  all  the  transi- 
tion rules,  but  I'm  sure  there  are  a  few 
loopholes  as  glaring  as  anything  we 
have  under  existing  law. 

If  we  want  to  make  the  wealthy  pay. 
all  we  have  to  do  is  strengthen  the 
minimum  tax.  We  don't  have  to  hurt 
all  the  people  who  are  going  to  be  hurt 
by  this  bill  to  get  the  wealthy  to  pay. 
If  this  bill  were  a  mere  loophole  closer, 
I  would  support  it  as  enthusiastically 
as  anyone  in  this  House. 

Who  are  we  hurting  so  we  can  pass  a 
tax  reform  bill? 


The  crisis  in  American  agriculture  is 
heartbreaking.  Does  this  bill  help 
farmers?  Well,  it  repeals  the  invest- 
ment tax  credit,  which  farmers  use  to 
buy  machinery. 

It  repeals  income  averaging.  Is  it  fair 
to  tax  the  American  farmer  in  a  way 
that  overlooks  the  wild  fluctuations  in 
farm  income? 

Is  it  fair  to  workers  to  put  their  jobs 
in  peril  by  hindering  the  ability  of 
American  enterprise  to  compete?  Re- 
member the  three-martini  lunch? 
Under  this  bill,  American  workers  who 
carry  their  lunch  to  work  will  no 
longer  subsidize  the  three-martini 
lunch.  The  deduction  has  been  limited 
to  80  percent,  so  we're  only  subsidizing 
2.4  martinis. 

The  bill  widens  the  gap  between 
owners  and  renters.  Under  current 
law,  renters  experience  the  frustration 
of  watching  homeowners  deduct  a  por- 
tion of  their  housing  expense,  the  in- 
terest on  their  mortgages,  while  those 
who  rent,  often  people  of  more  modest 
means,  are  unable  to  deduct  any  of 
their  housing  cost. 

Under  this  bill,  we're  eliminating  the 
deduction  for  consumer  interest  ex- 
pense. On  the  face  of  it,  that  makes 
perfect  sense;  we  shouldn't  subsidize 
borrowing.  But  the  way  this  bill  is 
drafted,  those  of  us  who  owti  property 
can  take  out  another  mortgage  to 
meet  our  credit  needs;  those  who 
cannot  or  do  not  choose  to  buy  a  home 
won't  be  able  to  deduct  their  credit 
costs. 

We  aren't  really  clamping  down  on 
consumer  credit;  we're  just  shifting  it 
from  plastic  to  mortgages,  and  we're 
discriminating  against  those  who  don't 
own  homes  in  the  process. 

A  lot  has  been  said  about  the  real 
estate  provisions  of  this  bill.  Certainly 
too  many  real  estate  investments  have 
been  tax  driven  in  the  past.  But  I  be- 
lieve it  is  unfair  to  change  the  law  ret- 
roactively. And  I  wonder  what  sense  it 
makes  to  take  low-income  taxpayers 
off  the  tax  rolls  if  a  rent  increase  is 
waiting  for  them  as  a  result  of  this 
bill. 

Others  are  hurt  by  this  bill  as  well. 

Charitable  giving  is  hit  not  once,  or 
twice,  but  four  times.  Lower  rates  di- 
minish the  incentive  for  charitable 
giving.  Eliminating  the  deduction  for 
nonitemizers  removes  another  impor- 
tant incentive.  There  will  be  fewer 
itemizers  under  the  bill,  further  com- 
pounding the  impact.  And  the  recogni- 
tion of  the  appreciation  of  property, 
such  as  real  estate  stocks,  and  art 
work,  has  been  limited. 

Education,  which  was  identified  as  a 
major  national  priority  just  2  short 
years  ago.  doesn't  fare  that  well 
either.  Not  only  does  the  bill  diminish 
the  incentives  for  giving,  tax-exempt 
bonds  for  universities  will  be  curtailed, 
scholarships  will  be  taxed  and  the  in- 
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terest  on  loans  for  education  no  longer 
win  be  deductible. 

Had  anyone  of  us  introduced  a  bill 
to  launch  this  sort  of  assault  on  educa- 
tion, we  probably  would  be  tarred  and 
feathered.  But,  again,  we  need  the 
money  to  get  a  revenue  neutral  bill. 

For  some  time  now  we've  been  con- 
cerned about  the  cost  of  medical  care, 
which  has  been  priced  beyond  the 
reach  of  many  Americans.  And  we're 
also  alarmed  by  the  increasing  burden 
on  the  Medicare  and  Medicaid  sys- 
tems. Against  that  backdrop,  this  bill 
raises  the  threshold  for  deducting 
medical  expenses  from  5  to  7'/2  per- 
cent. Who  will  be  hurt?  Not  the 
wealthy,  they'll  get  by.  Not  the  poor; 
we'll  continue  to  provide  for  their 
medical  needs.  The  middle  income  tax- 
payer, the  taxpayer  who  can't  figure 
out  how  to  pay  for  the  kids'  education, 
the  taxpayer  who  feels  guilty  about 
not  being  able  to  save  enough  to 
retire,  the  middle  income  taxpayer  is 
the  one  who  will  feel  the  pinch. 

At  least  the  bill  helps  small  business. 
That's  the  conventional  wisdom.  But 
I'm  not  so  sure  it  does.  Corporations 
paying  the  top  rates  will  gel  a  bigger 
tax  cut.  I'm  not  sure  how  eliminating 
capital  gains  rates  and  the  investment 
tax  credit  will  affect  small  businesses, 
but  I  don't  see  how  it  can  help.  Limit- 
ing business  expenses  deductions  and 
changing  depreciation  schedules  will 
probably  hit  smaller  businesses  harder 
than  larger  ones. 

No,  Madam  Speaker,  I'm  afraid  that 
the  emperor  has  no  clothes. 

Wherever  we  have  identified  a  prob- 
lem—whether it's  in  trade  or  farming 
or  health  care— this  bill  delivers  an- 
other blow. 

A  friend  of  mine  put  it  well  when 
the  bill  was  in  conference:  "They're 
playing  with  big  toys." 

I'm  going  to  vote  agains  this  bill  be- 
cause I'm  willing  to  admit  that  I  have 
no  way  of  knowing  what  its  long-term 
impact  will  be.  The  cynics  will  say  that 
to  those  of  us  who  vote  "no"  are  siding 
with  the  special  interests.  I'm  siding 
with  the  people  of  my  district,  with 
the  investors,  the  entrepeneurs  and 
the  working  people  of  Washington 
State.  I  think  it  would  be  cruel  to  give 
a  person  a  tax  cut  and  a  rent  increase, 
or  a  tax  cut  and  pink  slip. 

I  may  be  tilting  at  windmills,  be- 
cause it  looks  like  this  bill  is  going  to 
pass.  But  it's  a  bad  deal  and  it  will 
have  to  pass  without  my  support. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  California  [Mr. 
Lagomarsino]. 

Mr.  LAGOMARSINO.  Madam 
Speaker,  I  rise  in  support  of  H.R.  3838, 
the  Tax  Reform  Act  of  1986,  and  I 
urge  my  colleagues  to  support  it. 

Madam  Speaker,  I  rise  today  in  support  of 
the  conference  agreement  on  H.R.  3838,  the 
Tax  Reform  Act  of  1986.  This  bold  legislative 
undertaking  has  tieen  endorsed  by,  among 


others,  the  Wall  Street  Journal,  the  Chicago 
Tribune,  the  New  York  Times,  the  National 
Taxpayers  Union,  the  National  Federation  of 
Independent  Business,  the  American  Associa- 
tion of  Retired  Persons,  and  a  variety  of  busi- 
ness and  consumer  groups. 

The  conference  agreement,  though  not  per- 
fect, represents  a  significant  improvement 
over  our  existing  Federal  income  system.  It 
goes  a  long  way  toward  restoring  fairness  and 
equity  in  the  tax  treatment  of  both  individuals 
and  corporations  and  restoring  confidence 
that  those  with  similar  incomes  will  share  a 
similar  burden  in  the  running  of  the  Govern- 
ment. The  legislation  will  remove  6  million 
poor  persons  from  the  tax  rolls— 700,000  of 
whom  are  the  elderly— by  significantly  increas- 
ing the  personal  deduction  and  the  standard 
deduction.  Those  on  welfare  will  now  have  a 
greater  incentive  to  take  low-paying  jobs, 
begin  the  journey  up  the  economic  ladder, 
reduce  the  strain  on  Federal  social  spending 
and  move  them  up  into  tJixpaying  earning 
levels. 

Through  broadening  of  the  tax  base,  the  top 
effective  tax  rate  will  be  reduced  from  50  per- 
cent to  20  percent  for  individuals,  the  lowest 
rate  in  over  50  years.  Approximately  80  per- 
cent of  individual  taxpayers  will  experience  a 
tax  reduction  averaging  6.1  percent.  While 
many  deductions  have  been  curtailed  or  elimi- 
nated to  lower  income  tax  rates  for  everyone, 
others  which  have  an  important  goal  such  as 
encouraging  homeownership  and  charitable 
donations  would  be  retained. 

The  bill  would  reduce  the  top  effective  cor- 
porate rate  from  46  percent  to  34  percent 
which  is  the  lowest  level  that  corporations 
have  faced  in  over  40  years  and  lower  than 
those  imposed  by  our  major  economic  com- 
petitors such  as  Japan,  West  Germany, 
France,  the  United  Kingdom,  and  Canada.  It 
will  result  in  businesses  making  decisions 
based  on  the  market  and  economics  rather 
than  on  tax  incentives.  The  bill  would  move 
the  economy  toward  a  more  level  playing  field 
in  obtaining  capital,  improving  productivity  and 
meeting  market  demands.  It  is  interesting  to 
note,  that  our  major  foreign  competitors  have 
expressed  concern  that  the  low  U.S.  compara- 
tive tax  rates  will  cause  an  exodus  of  capital 
and  brainpower  to  this  Nation. 

While  the  conference  report  did  not  go  far 
enough,  I  believe  that  it  does  provide  signifi- 
cant simplification.  Due  to  the  increased  per- 
sonal deduction  and  standard  deduction  as 
well  as  the  elimination  of  many  deductions 
and  credits  the  system  will  be  greatly  simpli- 
fied for  millions  of  low-  and  moderate-income 
taxpayers. 

I  appreciate  the  fact  that  many  of  my  col- 
leagues on  this  side  of  the  aisle  are  con- 
cerned about  the  bill,  particularly  about  the 
possibility  that  some  Members  of  this  Cham- 
ber may  try  to  raise  the  rates  in  the  future. 
The  President  has  told  many  of  us  that  he  will 
strongly  oppose  any  increase  in  the  tax  rates 
and  I  for  one  will  compeletly  agree  with  him 
and  will  back  him  up  if  need  t>e.  In  any  event, 
a  tax  increase  on  15-  to  28-percent  rates  is 
different  than  on  the  present  rate  structure. 

While  the  bill  is  certainly  not  perfect,  it  may 
be  a  long  time  before  we  will  ever  get  the  op- 
portunity in  the  Democratic  controlled 
House — and  the  Senate  should  it  return  to 


Democratic  control— to  lower  the  individual 
and  business  tax  rates  to  the  level  that  they 
are  in  the  bill.  However,  there  will  always  be 
the  opportunity  in  the  next  few  years  to  cor- 
rect any  flaws  in  the  bill  with  regard  to  particu- 
lar problems  and  concerns. 

We  should  correct  the  inequitable  treatment 
of  retirement  benefits  of  retired  Federal  em- 
ployees and  I  will  support  and  vote  for  legisla- 
tion to  correct  it.  There  are  a  number  of  other 
unfair  retroactive  provisions  that  can  and 
should  be  corrected.  The  bill  is  superior  to 
present  law  and  is  superior  to  what  we  are 
likely  to  get  if  it  fails  here  today  and  becomes 
the  key  issue  in  the  1 988  Presidential  election. 

In  closing,  Madam  Speaker,  I  want  to  again 
commend  my  colleague,  the  gentleman  from 
New  York,  Mr.  Jack  Kemp,  for  bringing  this 
issue  to  the  forefront  and  for  his  tireless  ef- 
forts on  its  behalf. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  5  minutes  to  the  gentleman  from 
Permsylvania  [Mr.  Schulze],  a  most 
valuable  member  of  the  Conmiittee  on 
Ways  and  Means. 

Mr.  SCHULZE.  Madam  Speaker,  my 
decision  on  how  to  vote  on  the  tax 
reform  conference  report  took  a  great 
deal  of  soul  searching,  and  during  this 
search,  it  became  a  personal  dilemma. 
I  asked  myself,  is  this  tax  bill  good  for 
the  Nation  in  the  long  run?  I  found  a 
multitude  of  answers  to  this  question. 

Can  this  bill  establish  a  foundation 
for  reforms  in  future  years?  Yes,  I  be- 
lieve it  can.  Does  it  eliminate  inequi- 
ties and  loopholes  used  by  those  who 
wish  to  avoid  paying  their  fair  share 
of  taxes?  Yes,  I  believe  it  will  close 
most  loopholes.  Does  it  lower  rates 
and  thus  free  the  individual  to  make 
decisions  with  less  influence  from  the 
Tax  Code?  Again  the  answer  is  yes. 

On  the  other  hand,  does  this  meas- 
ure fall  short  of  accomplishing  sound 
tax  policy  goals,  goals  important  to 
our  standing  in  a  changing  world  eco- 
nomic .order?  Unfortunately,  this  bill 
probably  will  fail  to  stimulate  individ- 
ual savings  and  business  capital  forma- 
tion. Nor  does  it  clearly  address  our 
need  to  harmonize  our  "Tax  Code  with 
our  competitors'  methods  of  taxation. 

I  have  other  concerns  with  this  bill 
as  well.  Retroactive  provisions  penal- 
ize taxpayers  who  made  investment 
decisions  based  on  current  law.  This  is 
clearly  not  fair.  Eliminating  sound  in- 
centives for  our  citizens,  and  thus,  our 
economy's  productivity  are  also  of 
great  concern  to  me.  Incentives  were 
placed  within  our  Internal  Revenue 
Code  to  stimulate  business  and  individ- 
uals to  be  more  productive,  to  save, 
and  to  help  achieve  predefined  goals. 

Are  interest  deductions  for  educa- 
tional loans  loopholes,  or  an  invest- 
ment in  our  future?  They  are,  of 
course,  an  investment.  Are  individual 
retirement  accounts  loopholes?  Again 
the  answer  is  "No."  In  most  cases,  es- 
pecially for  small  businesses,  the  in- 
vestment tax  credit  is  not  a  loophole, 
but  a  stimulus  for  essential  and  pro- 
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ductive  investment.  The  elimination  of 
preferential  rates  for  capital  gains 
ends  a  tax  incentive  which  provides  a 
sound  stimulus  for  risk  taking— an 
American  tradition  and  a  basis  for  our 
strength  in  the  world  economy. 

I  could  go  on  and  on  about  provi- 
sions in  this  bill  I  object  to;  the  tax 
rates,  for  instance,  are  not  what  they 
seem,  with  clearly  more  than  two  rates 
for  individuals.  Tax-exempt  finsuicing, 
which  has  been  vital  to  economic 
growth  in  Pennsylvania,  has  been 
gutted.  The  treatment  of  the  historic 
rehabilitation  credit  under  the  new 
passive  loss  provisions  will  unfairly 
impact  older  Northeastern  States. 

The  loss  of  the  investment  tax  credit 
will  heavily  impact  our  manufacturing 
sector  in  Pennsylvania.  The  ITC  has 
been  repealed  twice  before,  and  it  was 
reinstated  quickly.  I  predict  now  that 
we  will  shortly  revisit  this  important 
provision. 

What  concerns  me  most  about  this 
bill  is  that  we  cannot  be  certain  how  it 
will  pan  out.  A  recent  column  on  tax 
reform  by  George  Will  sums  up  the 
various  economic  predictions  sur- 
rounding this  legislation.  Will  wrote: 

Such  is  the  state  of  economics  as  a  predic- 
tive science,  no  one  knows  who  is  correct 
about  this  legislative  leap  of  faith. 

What  tax  reform  seems  to  be  to  me 
is  a  shiny  and  tempting  red  apple— an 
apple  which  upon  closer  inspection, 
has  a  few  worms  in  it.  I'm  going  to  bite 
into  this  apple,  but  as  a  member  of  the 
Committee  on  Ways  and  Means,  you 
can  be  assured  that  I'll  try  to  cut  the 
worms  out  before  I  finish  it. 

Madam  Speaker,  it  is  my  faith  in  the 
American  people,  who  have  never 
relied  on  the  Tax  Code  alone  to  be 
productive,  inventive,  or  industrious, 
which  allows  me  to  support  this  legis- 
lative leap  of  faith  into  a  new  tax 
system.  It  certainly  could  be,  in  time,  a 
system  which  achieves  tax  simplifica- 
tion, more  efficient  allocation  of  in- 
vestment, economic  growth,  and  most 
importantly,  fairness.  A  Tax  Code 
where  everyone  pays,  but  where  they 
pay  at  lower  tax  rates. 

Madam  Speaker,  I  intend  to  vote  for 
the  conference  report,  and  I  urge  my 
colleagues  to  do  the  same. 

D  1300 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  such  time  as  she  may  consume  to 
the  gentlewoman  from  Maryland 
[Mrs.  Holt]. 

Mrs.  HOLT.  Madam  Speaker,  I  am  voting  to 
send  this  bill  back  to  the  conference  commit- 
tee because  it  is  a  radical  and  sweeping  revi- 
sion of  the  Tax  Code  with  consequences  that 
are  totally  unpredictable. 

The  Baltimore  Sun  had  it  right  in  this  morn- 
ing's lead  editorial,  which  said  that  "no  one 
has  the  slightest  idea  how  this  particular  tax 
overhaul  package  will  affect  the  economy." 

The  Sun  said  we  should  enact  the  legisla- 
tion because  it  "is  worth  the  gamble,"  but  I 


have  a  real  problem  with  that  line  of  reason- 
ing. 

I  have  read  many  articles  by  economists  on 
the  probable  effects  of  the  Tax  Reform  Act  of 
1986,  and  there  are  sound  arguments  for 
good  results  and  bad  results.  Just  take  your 
pick  of  which  economic  soothsayers  you 
choose  to  believe. 

I  have  very  strong  concern  about  features 
of  this  bill  that  will  repeal  the  investment  tax 
credit,  treat  capital  gains  as  ordinary  income, 
stretch  out  depreciation,  and  wipe  out  the  tax 
deductions  for  IRA  contributions  for  millions  of 
Americans.  The  legislation  appears  to  have  a 
serious  bias  against  saving  and  investment, 
the  foundation  of  economic  growth. 

And  I  have  a  real  problem  with  the  extraor- 
dinary unfairness  of  taxing  retirement  benefits 
before  beneficiaries  have  recovered  their  con- 
tributions to  the  retirement  system.  I  shall 
never  understand  why  the  chairman  of  the 
House  Ways  and  Means  Committee  has  in- 
sisted on  hitting  the  Federal  employees  in  that 
manner,  and  those  employees  are  a  large 
share  of  my  constituency. 

I  am  sure  that  all  of  us  like  the  lower  per- 
sonal income-tax  rates  provided  by  the  bill, 
but  I  know  from  talking  to  my  constituents  that 
a  great  many  middle-class  families  will  sustain 
an  Increase  In  their  tax  burden  because  other 
changes  In  the  code. 

I  have  received  hundreds  of  letters  and 
phone  calls  on  the  Tax  Reform  Act,  and  those 
who  are  for  the  legislation  can  be  counted  on 
my  fingers.  I  am  not  talking  about  big  national 
lobbies;  I  am  speaking  of  communications 
from  the  middle-class  people  of  my  district. 

My  vote  to  recommit  this  bill  Is  based  on 
two  considerations;  the  sentinjents  expressed 
almost  unanimously  by  constituents  who  have 
communicated  with  me  on  the  subject,  and 
my  serious  concern  that  the  legislation  is  po- 
tentially very  damaging  to  the  economy. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Oklahoma  [Mr. 
Jones]. 

Mr.  JONES  of  Okalhoma.  Madam  Speaker,  I 
rise  to  oppose  this  tax  bill  primarily  because  it 
will  have  a  negative  Impact  on  my  State  of 
Oklahoma  at  a  time  when  we  are  already  suf- 
fering the  worst  economic  recession  In  half  a 
century. 

There  are  at  least  four  main  reasons  why 
this  tax  bill  should  be  defeated.  First,  It  makes 
tax  law  changes  retroactively.  I  think  that  Is 
wrong.  I  can  only  remember  one  other  time 
when  tax  law  was  changed  retroactively.  Even 
in  that  instance,  the  retroactive  features  were 
corrected  the  very  next  year 

This  bill  is  replete  with  retroactive  tax 
changes.  Can  you  imagine  how  the  parents 
who  borrowed  money  to  send  their  child  to 
college  will  feel  when  they  discover  that  they 
can  no  longer  deduct  the  interest  on  that 
loan?  It's  simply  wrong  to  be  changing  the 
rules  on  taxes  after  the  game  has  begun. 

Second,  the  distribution  of  tax  benefits  once 
again  shortchanges  middle-income  taxpayers. 
If  you're  wealthy  or  poor,  you  come  out  pretty 
well  in  this  tax  bill.  But  if  you're  middle-income 
Americans,  especially  two-earner  families, 
your  chances  are  about  one  in  two  that  you 
will  have  a  tax  inaease,  not  a  tax  cut.  That 
simply  is  not  fair. 


Third,  my  analysis  indicates  that  this  tax  bill 
is  not  revenue  neutral  as  advertised.  It  will 
add  to  the  Federal  deficit.  When  you  start  with 
a  2.3  trillion  dollar  national  debt,  add  to  that 
the  fact  that  the  United  States  Is  today  the 
world's  largest  trade  debtor  nation,  and  then 
thrown  in  the  uncertainty  and  confusion  this 
tax  bill  will  have  on  financial  markets  it  spells 
trouble.  With  those  ingredients,  the  almost 
certain  result  is  a  national  recession.  I'm  not 
willing  to  take  that  chance. 

Finally,  and  most  important  for  my  State  of 
Oklahoma,  this  tax  bill  calls  for  the  largest  tax 
increase  on  business  and  capital  investment 
in  our  Nation's  history.  Every  economist  ap- 
pearing before  our  committee  predicted  that  in 
the  short  run;  namely  the  next  couple  of 
years,  this  tax  package  would  depress  capital 
investment.  States  such  as  Oklahofna  are 
starving  for  capital.  Capital  investment  pro- 
duces jobs.  We  need  jobs  and  business  activi- 
ty. I'm  afraid  the  overall  result  of  the  tax  bill 
will  be  to  make  it  that  much  harder  for  Okla- 
homa to  recover  from  Its  depression. 

Therefore,  Madam  Speaker,  while  I  support 
tax  reform,  I  cannot  support  this  package. 
What  we  should  have  done  Is  to  pass  a  stiff 
minimum  tau<  such  as  a  gross  income  tax  or  a 
flat  tax  approach  so  that  every  taxpayer  re- 
gardless of  how  wealthy  would  be  paying  a 
fair  share  toward  the  costs  of  democracy. 
That  Is  not  what  we've  done  in  this  bill  and  I 
recommened  that  the  conference  report  be 
defeated. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  4  minutes  to  the  gentleman  from 
Washington  [Mr.  Lowry]. 

Mr.  LOWRY  of  Washington.  Madam 
Speaker,  I  thank  the  gentleman  from 
Texas  for  yielding  me  this  time  and 
for  his  leadership  on  this  vital  issue. 

Madam  Speaker,  everybody  in  this 
Chamber,  especially  the  Members  of 
the  Ways  and  Means  Committee,  have 
endeavored  hard  for  tax  reform,  and  I 
compliment  them  for  their  effort  and 
their  hard  work.  I  seriously  disagree 
with  this  bill.  I  think  it  is  a  mistake, 
and  I  hope  we  will  vote  for  the  motion 
to  recommit  to  be  offered  by  the  gen- 
tleman from  Texas  [Mr.  Archer],  so 
that  we  can  improve  upon  the  most  se- 
rious mistakes  in  this  bill. 

I  only  have  time  to  -mention  two. 
First,  I  think  it  is  an  economic  mis- 
take. Yesterday  we  stood  on  the  floor 
and  everybody  made  speeches  on  how 
we  were  passing  a  reconciliation  bill 
that  was  using  one-time  asset  sales  by 
which  to  hit  our  Gramm-Rudman 
target  of  $154  billion,  one-time  asset 
sales. 

What  are  we  going  to  do  next  year 
when  we  do  not  have  those  one-time 
asset  sales  to  hit  our  Gramm-Rudman 
target?  I  will  tell  you  what  this  tax  bill 
does  to  help  us  on  that.  It  will  make 
our  problem  at  least  $17  billion 
harder,  make  it  at  least  $17  billion 
higher,  at  least  a  third  harder  to  hit 
the  Gramm-Rudman  target  next  year 
as  a  result  of  passing  this  tax  bill  than 
if  we  do  not.. 
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In  the  next  2  years,  if  you  use  the 
most  optimistic  revenue  estimates,  it 
will  cost  us  $32  billion  toward  the 
target.  It  makes  it  impossible  to  ac- 
complish what  we  have  all  said  we 
want  to  accomplish,  significantly 
reduce  the  deficit.  Next  year,  if  this 
tax  biU  passes,  remember  we  will  be 
$17  billion  further  away  from  our 
Gramm-Rudman  target. 

Second,  it  is  a  serious  mistake  in 
equity.  I  want  to  talk  about  the  nonde- 
ductibility  of  the  sales  tax. 

There  is  a  serious  inequity  in  this 
bill  to  those  States  whose  State  serv- 
ices and  especially  education  are  very, 
very  reliant  upon  the  sales  tax.  What 
does  this  bill  do?  It  says  that  if  your 
State  happens  to  be  financed  by  an 
income  tax,  OK.  But  if  you  are  fi- 
nanced by  a  sales  tax  because  of  your 
constitution,  and  we  have  eight  States 
that  have  a  heavy  reliance  upon  the 
sales  tax,  and  no  income  tax  to  help 
them,  you  are  tough  out  of  luck.  That 
is  going  to  hurt  education  in  our 
States. 

To  correct  that,  it  would  have  cost 
the  conferees  between  $2  and  $3.3  bil- 
lion. To  correct  that  inequity  would 
cost  between  $2  and  $3.3  billion.  But 
they  said,  oh,  no,  we  cannot  do  that. 
We  cannot  do  that  for  the  education 
in  the  State  of  Washington  and  in  the 
other  eight  States  that  this  hits.  They 
said  we  cannot  do  that. 

But  what  did  they  do?  They  gave  $10 
billion  of  transition  rules.  We  cannot 
do  the  $2  to  $3.3  billion  toward  equity 
for  education  in  our  States  by  knock- 
ing out  that  sales  tax  deduction,  but 
we  can  do  $10  billion  of  transition 
rules. 

Send  this  back  to  conference.  Tell 
our  conferees  we  want  equity.  Say 
that  the  education  of  the  children  in 
the  State  of  Washington  is  as  impor- 
tant as  the  chicken  producers  in  this 
country  who  get  $1  billion  of  transi- 
tion rules  in  this  bill,  and  the  25  larg- 
est chicken  producers  in  this  country 
get  $1  billion  transition  rule,  and  $10 
billion  in  transitions  for  dome  stadi- 
ums and  teams  that  we  do  not  know 
quite  where  they  are  going  to  be. 

These  bills  are  tough  to  write,  I  un- 
derstand that.  But  the  education  of 
children  is  important,  and  there  is  in- 
equity in  this  bill,  and  it  can  be 
changed.  It  can  be  changed  as  well  as 
the  other  inequities  that  have  been 
stated  today. 

Please  recommit  this  bill  and 
straighten  it  out. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  such  time  as  he  may 
consume  to  the  gentleman  from  Michi- 
gan [Mr.  WoLPEl. 

Mr.  WOLPE.  Madam  Speaker,  I  rise  in  sup- 
port of  the  tax  reform  bill.  Madam  Speaker, 
today,  this  Chamber  has  before  it  an  opportu- 
nity to  give  to  the  American  people  true  tax 
reform.  As  I  have  listened  to  and  followed  this 
det>ate,  it  seems  that  many  Memt}ers  have 
lost  sight  of  the  origin  and  goal  of  this  legisla- 


tion. Let  us  not  forget  that  the  call  for  tax 
reform  came  from  our  constituents.  Across 
this  Nation,  Americans  mounted  a  strong 
grassroots  movement  for  tax  reform.  They 
wanted  a  tax  system  that  required  all  Ameri- 
cans to  pay  their  fair  share  of  Income  tax  and 
that  provided  hard  working,  middle-income 
taxpayers  with  the  tax  relief  they  were  due. 
This  tax  bill  accomplishes  that  goal.  It  is  a 
great  achievement,  and  I  commend  Chairman 
ROSTENKOWSKI,  Senator  Packwood  and 
other  memt)ers  of  the  conference  committee 
for  their  efforts. 

We  all  know  that  it  is  impossible  to  craft 
legislation  as  far  reaching  and  comprehensive 
as  this  to  everyone's  liking.  We  all  have  some 
problems  with  certain  aspects  of  the  bill.  I 
know  I  certainly  do.  I  do  not  like  the  way  it 
treats  Federal  employees,  nor  am  I  satisfied 
with  the  modifications  made  to  individual  re- 
tirement accounts.  With  respect  to  real  estate 
investments,  I  frankly  feel  that  the  pendulum 
has  swung  too  far.  And  145  other  Members  of 
this  body  agreed  with  me  in  that  regard.  In  a 
letter  to  the  conferees,  we  expressed  our  con- 
cern that  the  Senate  bill  retroactively  and  un- 
fairiy  penalized  many  non-tax-motivated  real 
estate  investments.  Unfortunately,  those  provi- 
sions remain.  But  in  supporting  this  bill  today, 
I  am  not  closing  the  door  on  revisiting  those 
provisions  that  keep  this  bill  from  being  as  fair 
as  it  could  possibly  be. 

Finally,  Madam  Speaker,  I  have  one  last  ob- 
jection to  this  bill  which  I  am  compelled  to  ad- 
dress—and that  is  its  attack  on  the  deductibil- 
ity of  State  sales  taxes.  As  you  know,  preserv- 
ing deductibility  has  been  a  top  priority  for  the 
Northeast-Midwest  Coalition— of  which  I  am 
cochair— since  the  tax  overhaul  debate  began 
last  year:  We  owe  a  great  debt  of  gratitude  to 
Chairman  Rostenkowski  for  all  the  help  and 
leadership  he  provided  to  preserve  the  full  de- 
ductibility of  State  income  and  property  taxes. 
However,  we  must  understand  that  the  exclu- 
sion of  State  sales  taxes  from  the  list  of  allow- 
able deductions  should  not,  does  not,  and 
cannot,  serve  as  a  precedent  for  a  future  as- 
sault upon  the  deductibility  of  State  income 
and  property  taxes.  Disallowing  full  deductibil- 
ity of  all  State  and  local  taxes,  as  proposed  by 
the  President— and  rejected  by  this  Con- 
gress—would violate  the  fundamental  principle 
of  fiscal  federalism  upon  which  our  Nation's 
system  of  taxation  was  based.  I  say  to  my  col- 
leagues today  that  we  will  still  strongly  oppose 
any  attempts  in  future  years  to  subject  the 
American  public  to  douljle  taxation  by  elimi- 
nating the  deductibility  of  State  income  and 
property  taxes. 

Despite  these  reservations,  I  say  again  that 
this  bill  is  a  great  and  historic  achievement. 
The  good  by  far  outweighs  the  bad:  The  vast 
majority  of  middle-income  taxpayers  will  re- 
ceive an  average  8  to  10  percent  tax  cut;  over 
6  million  low-income  individuals,  whose  tax 
burden  increased  fivefold  between  1980  and 
1985,  will  be  removed  from  the  tax  rolls;  the 
elimination  of  numerous  tax  shelters  and  loop- 
holes and  the  imposition  of  a  very  tough  mini- 
mum tetx  will  ensure  that  wealthy  individuals 
and  profitable  corporations  will  no  longer  be 
able  to  escape  their  fair  share  of  the  tax 
burden;  and  finally,  business  investment  deci- 
SHjns  will  more  likely  be  based  on  the  market 
rather  than  the  Tax  Code— allocating  scarce 


resources  more  productively  and  resulting,  in 
the  long  term,  in  a  more  healthy  and  efficient 
job-creating  economy. 

In  sum,  this  bill  is  more  fair  than  our  current 
Tax  Code,  it  will  help  restore  the  public's  con- 
fidence in  our  tax  system,  and  it  will  be  good 
for  the  long-term  future  of  our  economy.  I  urge 
its  passage. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  such  time  as  he  may 
consume  to  the  gentleman  from  Illi- 
nois [Mr.  Hayes]. 

Mr.  HAYES.  Madam  Speaker,  I  rise  to 
speak  on  H.R.  3838,  the  Tax  Reform  Act.  For 
nearly  2  years,  we  have  debated  and  argued 
the  meanings  and  the  goals  of  tax  reform. 
Should  it  be  revenue  neutral,  especially  when 
we  know  that  we  need  more  revenue  in  order 
to  balance  the  budget?  Should  the  Tax  Code 
be  more  progressive  or  should  it  be  more  flat? 
Should  we  raise  taxes  for  the  rich  and  for  cor- 
porations so  that  poor  people  under  the  pov- 
erty line  don't  have  to  spend  their  meager  dol- 
lars on  Federal  taxes,  or  should  we  save  cap- 
ital gains  and  the  investment  tax  credit  for 
corporations  so  that  they  can  try  more  "trickle 
down "  economics? 

Madam  Speaker,  there  is  no  way  that  we 
can  create  a  tax  reform  bill  that  answers  the 
concerns  of  every  Member  of  Congress  or 
that  seems  fair  to  every  American  citizen.  But 
my  major  concern,  and  the  major  concern  of 
my  constituents,  is  about  one  major  aspect  of 
tax  reform.  You  see,  most  of  my  constituents 
haven't  been  taking  deductions  in  order  to 
avoid  paying  taxes.  If  they  are  working — and 
many  of  them  are  not  working— their  taxes  are 
simply  subtracted  from  their  paychecks.  These 
are  dollars  that  they  don't  have  available  to 
pay  their  rent,  to  feed  their  children,  or  to 
spend  on  their  own  families.  When  they  hear 
of  giant  tax  cuts  for  the  wealthy  and  for  corpo- 
rations, such  as  this  Congress  passed  in 
1981,  they  get  angry.  When  they  hear  of  cor- 
porations paying  less  tax  than  is  taken  out  of 
their  paychecks  every  week,  they  get  angry. 
And  when  they  see  their  tax  dollars  being 
spent  on  more  weapons  of  destruction,  and 
less  on  helping  them  or  their  neighbors,  they 
get  angry. 

But  as  angry  as  may  constituents  get,  they 
don't  get  excited  about  tax  reform.  When  I 
start  to  explain  that  fewer  deductions  means 
lower  rates  and  that  there  will  be  only  two 
brackets,  they  ask  me,  "Won't  that  increase 
the  deficit?" 

I  must  take  a  moment  to  point  out  some  of 
the  things  about  tax  reform  that  I  oppose.  The 
3-year  recovery  rule  which  will  literally  take 
money  out  of  the  pockets  of  Federal  retirees 
seems  to  me  to  be  one  of  those  things  that 
should  not  have  been  included  in  this  bill. 
Some  of  the  deductions  that  were  eliminated 
will  not  make  our  tax  system  more  fair.  By  lim- 
iting deductions  for  medical  expenses,  termi- 
nating the  two-earner  "marriage  penalty,"  in- 
creasing the  tax  on  unemployment  benefits 
and  scholarships,  and  eliminating  the  deduc- 
tion for  sales  taxes  and  consumer  interest,  we 
will  hurt  middle-class  wage  earners— especial- 
ly in  the  State  of  Illinois.  Some  of  the  changes 
are  unfair  because  they  are  applied  retroac- 
tively. The  IRA  deduction  appears  to  have 
been  effectively  eliminated,   and  State  and 
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local  governments  will  see  increased  borrow- 
ing costs  because  of  new  restrictions  on  tax- 
exempt  bonds.  Many  of  us  believe  that  elimi- 
nating loopholes  should  have  brought  new 
revenue  to  the  Federal  Government,  not 
merely  "rate  reduction." 

But  the  bill  has  its  positive  attributes  as 
well.  For  the  first  time  in  many  years,  many 
major  loopholes  are  closed  that  were  used  by 
wealthy  indiviiduals  and  corporations  to  avoid 
paying  any  taxes  at  all.  The  deductions  that 
are  saved  are  among  the  most  important; 
State  and  local  income  and  property  taxes, 
mortgage  interest,  charitable  contributions  and 
child  care.  Also  among  those  most  important 
deductions  saved  is  the  earned  income  credit 
for  low-  and  moderate-income  families  with 
children.  Ending  the  special  tax  treatment  of 
capital  gains  is  an  improvement,  as  well  as 
eliminating  the  investment  tax  credit.  The  al- 
ternative minimum  tax  is  a  great  improvement 
over  the  current  code.  And  last,  but  not  least, 
is  the  increase  in  the  standard  deduction  for 
all  taxpayers— which  helps  the  most,  those 
who  make  the  least  money. 

Madam  Speaker,  every  Member  of  Con- 
gress has  some  parts  of  this  bill  that  they  sup- 
port and  that  they  oppose.  Deciding  how  to 
vote  on  this  bill  is  a  difficult  decision  for  us  all. 
When  I  found  that  unemployment  compensa- 
tion will  be  fully  taxed,  I  wanted  to  vote 
against  this  bill.  When  I  found  that  charitable 
conthbutions  would  no  longer  be  deductible 
for  nonitemizers  I  wanted  to  vote  against  this 
bill.  And  when  I  got  a  letter  from  President 
Reagan  in  support  of  this  bill,  I  really  wanted 
to  vote  against  it. 

I  am  glad,  however,  that  we  will  not  begin 
taxing  people's  health  benefits,  and  the 
reform  of  the  earned  income  credit  is  com- 
mendable. By  increasing  both  the  amount  of 
the  credit  and  the  income  level  at  which  the 
credit  is  eliminated,  working  families  will  be 
tremendously  assisted.  I  am  glad  that  we  will 
have  a  stronger,  new  minimum  corporate  tax 
which  insures  that  corporations  will  shoulder  a 
fairer  share  of  the  tax  burden.  The  more  that  I 
look  at  this  bill,  the  less  it  looks  like  a  Reagan 
bin. 

When  you  add  up  what  is  good  In  this  bill 
and  what  is  bad,  it  is  better  than  the  current 
Tax  Code.  Certainly  it  is  no  cure-all.  Some- 
times it's  a  small  step  foro^ard.  Today,  I  will 
join  my  colleagues  in  making  that  small  step 
forward  by  supporting  tax  reform. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker.  I  yield  1  minute  to  the  gen- 
tleman from  New  York  [Mr.  Garcia]. 

Mr.  GARCIA.  Madam  Speaker,  I  rise 
in  very  very  strong  support  of  this  tax 
bill.  I  find  it  hard  to  believe  sitting  on 
this  floor,  listening  to  this  debate,  that 
some  Member's  refuse  to  relieve  6  mil- 
lion families,  low-income  families  of 
tax  obligations.  Those  families  earning 
$14,000  or  less  trying  to  raise  2  chil- 
dren, it  seems  to  me  ludicrous  that  we 
are  not  responding  to  try  and  help 
these  people.  Who  are  the  ones  who 
need  help. 

It  also  goes  beyond  that  to  say  that 
this  bill  also  includes  credits  to  help 
and  promote  low-income  housing. 

I  represent  the  poorest  congressional 
district  in  this  Chamber,  and  it  seems 


to  me  that  this  tax  bill  is  very  impor- 
tant and  should  be  supported. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  1  minute  to  the  gen- 
tleman from  Florida  [Mr.  Pepper]. 

Mr.  PEPPER.  Madam  Speaker.  I  rise 
in  support  of  this  bill.  We  know  that 
there  are  few  things  in  this  world  that 
are  perfect,  including  this  tax  bill.  But 
it  is  the  best  tax  bill,  however,  that 
has  been  before  the  Congress  in  the  37 
years  that  I  have  been  a  Member  of 
the  Congress  of  the  United  States. 

The  senior  citizens  of  this  country 
are  for  this  bill.  I  include  with  my  re- 
marks something  from  the  AARP  in 
support  of  this  bill  and  also  another 
statement  showing  how  this  would 
help  the  pension  system  of  this  coun- 
try. I  also  include  a  list  of  several  na- 
tional organizations  supporting  this 
bill,  and  also  a  letter  addressed  to  me 
from  the  distinguished  gentleman 
from  Wisconsin  [Mr.  Moody]  who  is 
an  economist  of  distinction,  showing 
that  by  the  end  of  the  third  year  the 
Federal  retirees  will  be  better  off 
under  this  bill  than  under  the  present 
law. 

Let  us  adopt  this  bill  and  then  we 
will  proceed  to  the  perfection  of  it  in 
the  days  ahead. 

The  material  referred  to  follows: 
Where  We  Stand 
(AARP's  Views  on  Important  Issues) 
TAX  reform 

Q:  Does  AARP  support  the  tax  reform 
plan? 

A:  Yes.  This  plan  is  worthy  of  support  be- 
cause it  helps  put  fairness  and  balance  back 
in  the  tax  code,  removes  millions  of  low- 
income  people  from  the  lax  rolls,  and  pro- 
vides tax  cuts  to  the  majority  of  older  tax- 
payers. Despite  some  negative  features,  the 
plan  will  benefit  most  taxpayers. 

Q:  How  will  tax  reform  affect  older  Ameri- 
cans? 

A:  Just  over  one-half  of  the  nation's  28 
million  persons  65  and  over  have  sufficient 
income  to  file  tax  returns  each  year.  About 
two-thirds  of  the  nation's  15  million  older 
taxpayers  do  not  itemize  deductions  on 
their  tax  returns.  For  this  group,  tax  reform 
will  mean  either  lower  taxes  or  no  real 
change  in  tax  liability.  The  non-itemizing 
older  filers  do  well  for  three  reasons: 

1.  The  higher  standard  deduction  (includ- 
ing an  additional  $750  for  elderly  singles 
and  $1,200  for  couples)  means  less  income 
subject  to  tax. 

2.  The  15  percent  rate  helps  those  at  mod- 
erate income  levels. 

3.  Non-itemizing  filers  have  relatively 
simple  tax  situations  and  are  not  affected 
by  the  loss  of  deductions,  shelters,  and  cred- 
its. 

About  700.000  low-income,  non-itemizing 
older  taxpayers  will  no  longer  owe  tax 
under  this  plan. 

Q:  How  about  older  taxpayers  with  higher 
incomes? 

A:  The  impact  of  the  tax  plan  will  depend 
largely  on  the  source  of  their  income  and 
the  amount  and  type  of  their  itemized  de- 
ductions. As  a  general  rule,  non-itemizers 
will  benefit  under  the  plan.  Filers  with  large 
capital  gains  and/or  large  amounts  of  cer- 
tain itemized  deductions  may  find  their 
taxes  increased. 


Q:  Has  the  extra  personal  tax  exemptions 
for  those  age  65  and  older  been  replaced? 

A:  Yes.  Taxpayers  65  and  older  currently 
receive  a  $1,080  personal  exemption- and  a 
$1,080  extra  exemption.  Under  the  new 
plan,  older  filers  will  receive  a  personal  ex- 
emption of  $1,900  in  1987  ($1,950  in  1988, 
$2,000  in  1989).  plus— for  nonitemizers— an 
additional  deduction  of  $750  for  a  single 
filer  and  $1,200  for  a  couple  (when  both  are 
over  age  65). 

Q:  What  will  the  new  tax  rates  be  under 
the  plan? 

A:  The  plan  replaces  the  present  14  tax 
rates  with  two  rates  of  15  percent  and  28 
percent.  The  rates  and  tax  brackets  are: 


15  petcwi 


26  pecent 


Single  !tes fnl  JU.85C        mame  owi  J17  8M 

loinl  ftes      (irsl  JM.JSO        mam  ok  J29,7S0 

Head  ol  (lousetK*) W  123,900        income  oki  $23,900 


Q:  What  changes  will  be  made  in  itemized 
deductions? 

A:  The  following  deductions  are  eliminat- 
ed or  modified: 

Medical  expenses  will  be  deductible  only  if 
they  exceed  7.5  percent  of  adjust«d  gross 
income  (the  current  threshold  is  five  per- 
cent). 

State  and  local  sales  taxes  will  no  longer 
be  deductible. 

The  consumer  interest  deduction  will  be 
phased  out  over  a  five-year  period. 

IRA  contributions  will  be  fully  deductible 
for  taxpayers  who  do  not  participate  in  a 
pension  plan  and  for  pension  plan  partici- 
pants with  adjusted  gross  incomes  of 
$25,000  or  less  for  single  filers  and  $40,000 
or  less  for  couples.  The  deduction  will  phase 
out  for  pension  plan  participants  with  in- 
comes above  these  amounts.  Even  though 
the  IRA  deduction  is  eliminated  for  some 
people,  interest  accrued  in  IRA  accounts  re- 
mains tax-free  for  everyone  until  withdrawn 
from  the  accounts. 

Charitable  contributions  made  by  non- 
itemizing  filers  will  no  longer  be  deductible. 

Q;  How  does  the  new  tax  plan  affect  cap- 
ital gains? 

A:  The  tax  rate  on  long-term  capital 
gains— the  profit  from  the  sale  of  assets 
such  as  real  estate  and  stocks  held  for  more 
than  six  months— will  rise  from  a  maximum 
20  percent  to  28  percent.  However,  the  one- 
time $125,000  exclusion  on  the  sale  of  a 
home  by  persons  age  55  and  older  is  re- 
tained. 

Q:  How  do  wealthy  individuals  and  corpo- 
rations fare  under  the  plan? 

A:  The  plan  will  increase  the  taxes  of 
wealthy  individuals  and  corporations  that 
use  tax  preferences— deductions,  credits  and 
shelters— to  lower  or  eliminate  their  tax  bill 
under  current  law.  It  will  strengthen  provi- 
sions requiring  wealthy  individuals  to  pay  a 
minimum  tax  of  at  least  21  percent  and  will 
set  the  top  corporate  tax  rate  at  34  percent. 

Q:  In  brief,  what  are  some  of  the  good  and 
bad  points  of  the  tax  reform  plan? 

A;  Among  the  best  features  are: 

Tax  relief  for  most  older  Americans. 

Removal  of  700.000  current  older  taxpay- 
ers from  the  tax  rolls. 

Pension  changes  including  five-year  vest- 
ing and  limits  on  pension  integration  with 
Social  Security  that  will  help  future  retir- 
ees. 

Among  the  bad  features  are: 

The  loss  of  certain  itemized  deductions, 
particularly  the  change  in  the  medical  de- 
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duction  threshold  from  five  percent  to  7.5 
percent  of  income. 

The  retroactive  change  in  the  timing  of 
tax  on  pensions  received  by  public  sector  re- 
tirees. 

Major  Pension  Reforms  Will  Benefit 
Future  Retirees 

PENSION  equity  CHANGES 

Several  provisions  of  the  Conference  tax 
reform  plan  will  substantially  increase  both 
the  number  of  workers  receiving  pension 
income  at  retirement  and  the  average 
amount  of  pension  income  received.  These 
changes  (generally  effective  January.  1989) 
require  new  minimum  vesting,  integration 
and  coverage  standards  for  worliers  in  quali- 
fied pension  plans. 

An  AARP-commissioned  study  of  similar 
changes  (performed  by  ICF.  Inc.)  found 
that  these  reforms  would,  by  the  decade 
2011-2020: 

Increase  average  pension  amounts  by  22 
percent  over  expected  current  law  levels. 

Increase  the  number  of  persons  receiving 
pensions  at  retirement  by  17  percent,  and 

Provide  the  greatest  benefits  to  working 
women,  who  would  see  average  pension  pay- 
ments increase  by  34  [>ercent 

Vesting:  Most  pension  participants  are  in 
plans  with  10-year  cliff  vesting— that  is,  the 
employee  must  remain  on  the  job  for  10 
years  before  earning  the  right  to  a  pension 
at  retirement.  The  Conference  tax  plan  will 
generally  require  that  plans  provide  five- 
yeiw  cliff  vesting.  This  shorter  vesting 
period  will  enable  today's  mobile  workers  to 
more  easily  qualify  for  pensions.  (Note:  Av- 
erage length  at  job— men-5;  women-4  yrs). 

Integration:  Many  private  pension  plans 
are  "integrated"  with  Social  Security— that 
is,  pension  benefits  are  reduced  by  a  per- 
centage of  an  employee's  Social  Security 
benefits.  Under  current  law,  pension  bene- 
fits can  be  reduced  by  as  much  as  83  percent 
of  one's  expected  Social  Security  benefit. 
This  practice  hits  hardest  at  lower  paid 
workers,  and  may  eliminate  an  entire  pen- 
sion benefit. 

The  Conference  plan  will  require  that  in- 
tegration formulas  be  changed  so  that  in  no 
case  will  an  earned  fjension  be  reduced  by 
more  than  one-half.  For  example,  a  retiree 
with  a  $400  monthly  Social  Security  benefit 
and  an  earned  pension  of  $200  per  month 
could  not  receive  less  than  $100  of  their 
pension  after  integration  with  Social  Securi- 
ty. (Under  current  law,  this  pension  could 
lose  their  pension  amount). 

Coverage/Non-discrimination:  In  order  to 
qualify  for  favorable  tax  treatment,  a  pen- 
sion plan  must  meet  minimum  coverage 
standards  mandating  that  a  sufficient  per- 
centage of  lesser-paid  employees  participate 
in  the  plan.  Many  plans  now  cover  about 
one  half  of  a  firm's  employees;  often  entire 
categories  of  workers  are  excluded  from  the 
plan. 

The  Conference  plan  strengthens  the  cov- 
erage requirements:  plans  will  have  to  cover 
up  to  70  percent  of  all  non-highly  compen- 
sated employees.  An  alternative  test  would 
narrow  the  gap  between  the  size  of  pensions 
received  by  the  highly  paid  and  the  non- 
highly  paid  employees. 

INDIVIDUAL  retirement  ACCOUNTS 

The  Conference  plan  maintains  the  full 
deduction  for  contributions  to  IRAs  for 
those  who  do  not  participate  in  a  pension 
plan.  For  taxpayers  covered  by  an  employer- 
sponsored  plan,  the  IRA  deduction  would 
phase  out  for  single  filers  with  AGIs  over 
$25,000,  and  married  filers  with  AGIs  over 


$40,000.  These  filers  could  still  make  non- 
deductible IRA  contributions  and  benefit 
from  the  tax-free  build-up  of  IRA  accounts. 
Rollovers  of  lump-sum  pension  distributions 
into  IRA  accounts  would  be  encouraged 
under  the  plan,  and  would  not  be  affected 
by  the  restrictions  on  IRA  contributions. 

401(KiS 

Under  current  law,  a  participant  in  a 
401(k)  plan  can  elect  to  defer  taxes  on  up  to 
$30,000  of  salary  by  contributing  it  to  a 
401(k)  plan.  The  Conference  plan  would 
reduce  this  limit  to  $7,000,  and  would  tight- 
en non-discrimination  requirements  to  in- 
crease coverage  of  lower  paid  employees. 

September  19.  1986. 
Dear  Representative: 

The  undersigned  national  organizations 
strongly  urge  your  support  for  the  confer- 
nece  agreement  on  the  Tax  Reform  Act  of 
1986. 

We  actively  support  the  tax  agreement  as 
one  of  the  most  important  pieces  of  legisla- 
tion in  years  for  low  and  moderate  income 
families  and  elderly  individuals.  Among  the 
reasons  for  our  support,  the  bill: 

Raises  the  tax  thresholds  substantially, 
thereby  removing  6  million  low  income 
households  and  700,000  elderly  individuals 
from  the  federal  tax  rolls,  and  reduces  the 
tax  burdens  of  at  least  an  additional  5  mil- 
lion lower  income  households  substantially; 
Improves  the  progressivity  of  the  income 
tax  system  as  a  whole;  although  the  average 
taxpayer  in  every  income  class  will  have 
their  taxes  reduced,  the  percentage  reduc- 
tions are  much  greater  for  those  with  low 
and  moderate  incomes  than  for  the  wealthy. 
The  result  is  that  the  share  of  the  total  in- 
dividual income  tax  burden  goes  down  for 
all  income  classes  below  $50,000  a  year  but 
goes  up  for  all  income  classes  above  this 
level. 

The  bill  restores  fairness  and  balance  to 
the  federal  tax  code  which  benefits  all 
Americans. 

We  urge  you  to  vote  for  the  conference 
agreement. 

Sincerely, 
Cyril  Brickfield,  Executive  Director, 
AARP;  Marian  Wright  Edelman,  Presi- 
dent, Children's  Defense  Fund;  Art 
Simon,  President,  Bread  for  the 
World;  Barry  Zigas,  President,  Nation- 
al Low  Income  Housing  Coalition; 
Fred  Wertheimer,  President,  Common 
Cause;  Robert  Greenstein,  Executive 
Director,  Center  on  Budget  and  Policy 
Priorities;  Robert  S.  Mclntyre,  Direc- 
tor, Federal  Tax  Policy,  Citizens  for 
Tax  Justice;  and  Nancy  N.  Neuman, 
President,  League  of  Women  Voters  of 
the  United  States. 

House  of  Representatives, 
Washington,  DC,  September  22,  1986. 
Hon.  Claude  Pepper, 
Raybum  House  Office  Building. 
Washington.  DC. 

Dear  Claude:  There  has  been  a  lot  of  con- 
troversy, and  some  unintentional  misinfor- 
mation, about  the  impact  of  tax  reform  on 
federal  retirees.  And  there  has  also  been  a 
great  deal  of  concern  about  the  impact  of 
the  tax  reform  bill  on  state  and  local  retir- 
ees. 

I  hope  you  will  find  the  attached  informa- 
tion helpful  in  clarifying  this  very  impor- 
tant issue. 

Your  comments  or  thoughts  on  this 
aspect  of  the  tax  bill  would  be  most  wel- 
come. I  will  be  happy  to  go  into  greater 


detail  with  you  at  your  convenience  on  the 
effects  this  legislation  will  have. 

Thanks  for  taking  the  time  to  review  the 
attached. 

Best  regards, 

Jim  Moody, 
Member  of  Congress. 

House  of  Representatives, 
Washington.  DC,  September  22,  1986. 
Dear  Colleague:  Some  members  are  very 
concerned  that  tax  reform  may  hurt  federal 
and  state/local  retirees.  This  letter  is  to  cor- 
rect serious  current  misinformation  on  that 
score. 

the  issue 

Certain  retirees,  including  almost  all 
public  sector  retirees  have  enjoyed  a  special 
advantage  over  other  retirees  by  being  able 
to  "front  load"  the  tax  free  withdrawals  of 
previous  retirement  contributions.  Other  re- 
tirees must  spend  them  out.  Some  public  re- 
tirees have  been  using  this  provision  de- 
signed for  pension  income  to  shelter  other- 
wise taxable  income  on  appreciated  assets 
(IRA's,  capital  gains,  etc.)  during  the  first 
several  years  of  retirement  and  thus  obtain 
an  unequal  advantage  over  other  taxpayers. 

Contrary  to  much  of  the  debate  so  far, 
taxation  on  employee  pension  contributions 
are  not  at  stake  under  tax  reform;  they 
would  remain  tax-free.  Only  the  timing  of 
the  withdrawals  would  be  affected.  Public 
and  private  pensions  would  be  treated  the 
same  under  tax  reform. 

The  two  key  issues  are  (1)  should  public 
retirees  continue  to  have  a  special  advan- 
tage? (2)  would  public  retirees  really  be 
worse  off  under  tax  reform?  The  first  is  a 
matter  of  judgment;  the  second  can  be  an- 
swered factually. 

A  LOOK  AT  the  FACTS 

Let's  look  at  five  levels  of  public  employee 
work  income  ("high  three"  average),  the 
corresponding  pension  incomes,  and  the 
taxes  due  for  each  under  current  law  and 
under  tax  reform.  We  consider  only  taxes 
on  pension  income  itself  and  not  potential 
tax  shelter  effects  of  "front  loading". 
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A  STARTLING  RESULT 

As  the  table  shows,  by  the  third  year  of 
retirement  every  income  category  of  public 
retiree  is  better  off  under  tax  reform  than 
under  current  law. 

This  happens  because  by  the  third  year 
the  lower  rates,  enlarged  personal  exemp- 
tion and  standard  deduction,  etc.,  created  by 
tax  reform  more  than  overcome  the  initial 
advantage  of  "front  loading"  of  withdraw- 
als. 

THE  typical  federal  RETIREE 

Now  lets  look  in  detail  at  a  typical  federal 
retiree  over  the  first  five  years  of  retire- 
ment. In  fact,  lets  look  at  the  median  feder- 
al retiree  who  now  has  an  annual  [tension  of 
$12,084; 
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For  the  median  federal  retiree,  from  the 
third  year  onward,  federal  taxes  have  been 
cut  by  more  than  half.  While  the  advantage 
is  proportionally  greater  for  the  one  half  of 
federal  retirees  with  pensions  below  $12,084, 
the  gains  for  the  half  above  $12,084  are  sub- 
stantial also.  On  a  federal  pension  of 
$45,750,  for  example,  the  total  18-year  pay- 
ment would  be  cut  from  $137,783  under  cur- 
rent law  down  to  $99,450—28  percent 
lower— under  tax  reform. 

TYPICAL  STATE/LOCAL  RETIREE 

The  averge  state/local  pension  now  stands 
at  a  surprisingly  low  $6,300  per  year.  This 
table  shows  how  a  state/local  retiree  would 
do  far  better  under  tax  reform,  even  from 
year  one: 
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SUMMARY 

If  we  look  at  what's  best  for  public  retir- 
ees over  a  multi-year  period  and  not  just 
years  one  and  two,  the  actual  facts  are  that 
on  their  pension  income  they  pay  far  less 
under  tax  reform.  Over  their  full  life  ex- 
pectancy their  tax  gains  are  truly  dramatic. 
Sincerely, 

Jim  Moody, 
Member  of  Congress. 
P.S.:  Two  final  points: 

1.  This  analysis  applies  only  to  those 
public  employees  who  retired  on  or  after 
July  1,  1986.  The  1.3  million  who  retired 
before  this  date  would  gain  fully  and  imme- 
diately under  tax  reform.  They  would  be 
better  off  at  once. 

2.  This  analysis  does  not  address  the 
effect  of  the  July  1,  1986  effective  date.  But 
it  should  be  noted  that  the  President's  origi- 
nal proposal  had  an  effective  date  of  Janu- 
ary 1,  1986  for  ending  "front  loading." 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  2  minutes  to  the  gen- 
tleman from  New  Jersey  [Mr.  Gdar- 

INl]. 

Mr.  GUARINI.  Madam  Speaker,  I 
rise  in  support  of  the  tax  legislation 
before  us  today. 


Fairness  is  the  hallmark  of  this  bill. 
We  have  strengthened  the  minimimi 
tax  for  corporations  and  individuals. 
No  longer  will  we  hear  about  those 
who  escape  their  tax  responsibility. 
Taxpayers  and  corporations  alike  will 
pay  their  fair  share.  Our  tax  system  is 
based  on  voluntary  compliance,  and 
compliance  has  gone  down  because  of 
the  perception  of  unfairness. 

Loopholes  and  shelters  will  be  elimi- 
nated, so  that  the  tax  burden  will  be 
distributed  more  equitably  upon  the 
shoulders  of  everyone,  not  just  middle 
America.  The  substantial  elimination 
of  tax  expenditures  which  favor  pre- 
ferred sectors  of  our  society  will  give 
way  to  lower  tax  rates. 

Over  6  million  of  the  working  poor 
will  be  taken  off  the  tax  rolls.  This  in- 
cludes nearly  a  million  of  our  senior 
citizens. 

Workers  all  across  America  stand  to 
gain  from  this  legislation.  First,  be- 
cause of  the  rise  in  the  tax  threshold 
and  lower  tax  rates.  Most  Americans 
will  have  tax  cuts  from  6  percent  to  9 
percent  as  a  result  of  this  bill. 

Second,  because  of  improved  pension 
protections.  The  bill  includes  manda- 
tory 5-year  vesting  and  antidiscrimina- 
tion rules  that  require  plans  to  cover 
more  employees  and  provide  benefits 
more  equitably.  Those  who  lack  com- 
pany pensions  and  lower  income  tax- 
payers generally  will  have  fuU  use  of 
IRA's. 

Third,  because  more  of  our  taxpay- 
ers will  be  able  to  use  the  simplified 
short  tax  forms.  Currently,  because  of 
complexities  in  the  Tax  Code,  two- 
thirds  of  our  taxpayers  must  itemize 
their  deductions  in  order  to  take  full 
advantage  of  the  Tax  Code. 

Finally,  as  New  Jersey's  member  on 
the  Ways  and  Means  Committee,  I 
have  been  p^ticularly  concerned 
about  the  impact  of  this  bill  on  New 
Jersey's  people  and  industry.  New 
Jersey  taxpayers  have  high  incomes 
on  average  and  consequently  pay  high 
taxes.  But  under  this  bill,  they'll  pay 
$2.3  billion  less. 

Also,  the  high-technology  industries 
we  are  trying  to  cultivate  will  benefit 
from  the  continuation  of  the  research 
and  development  tax  credit,  as  well  as 
from  the  rate  reduction  for  corpora- 
tions and  the  availability  of  capital 
formation.  Again,  because  of  the  low- 
ered rates,  the  service  industry  in  New 
Jersey  should  prosper. 

As  a  final  note,  I  would  want  to 
make  sure  that  there  will  be  no 
changes  in  the  marginal  tax  rates  in 
the  foreseeable  future.  Certainty,  in 
our  Tax  Code  is  necessary  if  business- 
es and  individuals  are  to  plan  for  the 
future  and  make  financial  decisions 
that  they  can  depend  upon.  There  has 
been  too  much  vacillation  and  uncer- 
tainty in  our  tax  law  in  the  past. 

There  has  been  much  thunder  and 
some  confusion  about  this  bill.  "True,  it 
is  not  perfect,  but  it  is  the  best  bill 


that  could  be  crafted  and  accepted  in 
our  legislative  process.  It  would  be  a 
mistake  not  to  avail  ourselves  of  this 
historic  opportunity,  which  may  never 
again  occur  in  our  lifetime. 

We  wish  there  could  be  more  done 
on  IRA's  and  public  pensions,  and  that 
we  could  eliminate  the  retroactive 
effect  on  some  industries.  There  will 
be  winners  and  losers,  but  on  balance 
it  is  vastly  superior  to  the  present  law. 
Those  who  have  a  special  interest  not 
taken  care  of  can  receive  satisfaction 
in  knowing  there  will  be  lower  rates, 
and  that  there  will  no  longer  be  distor- 
tions in  the  distribution  of  our  eco- 
nomic resources. 

I  am  mindful  that  there  will  be  a 
somewhat  traumatic  psychological 
effect  in  the  marketplace,  that  there 
are  short-term  problems  caused  by 
putting  in  place  a  new  way  of  doing 
business.  I  realize  that  the  far-reach- 
ing changeover,  the  lengthy  period  for 
writing  new  regulations,  and  the  limit- 
ed auditing  process  will  give  us  a 
shortfall. 

But  we  must  make  a  new  start.  Our 
present  Code  is  becoming  discredited. 
The  American  people  demand  fairness 
above  all.  I  urge  your  support  of  this 
bold  attempt  to  reshape  our  future.  It 
is  our  best  chance  and  may  well  be  our 
only  chance  to  do  what  is  good  for  our 
taxpayers  and  good  for  our  Nation. 

I  urge  your  support. 

D  1310 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  such  time  as  he  may  consume  to 
the     gentleman     from     Ohio      [Mr. 

OXLEY]. 

Mr.  OXLEY.  Madam  Speaker,  I  rise  in  sup- 
port of  the  conference  report  on  H.R.  3838, 
the  Tax  Reform  Act  of  1 986, 

Twenty-two  months  ago,  those  of  us  in 
Congress  at  the  time  t)egan  to  become  ac- 
quainted with  the  first  comprehensive  tax 
overhaul  plan  proposed  in  years,  that  issued 
by  the  Treasury  Department,  Now,  six  plans 
later,  we  have  the  opportunity  to  vote  on  a 
historic  measure,  crafted  after  many  months 
of  hearifYgs,  study,  lobbying,  and  soul  search- 
ing. 

When  I  realized  Congress  was  going  to  seri- 
ously consider  President  Reagan's  initiative 
for  tax  reform,  I  sent  a  tax  reform  question- 
naire to  my  constituents  in  the  Fourth  District 
of  Ohio,  Eighty-eight  percent  of  those  who  re- 
sponded felt  the  current  Tax  Code  was  unfair. 
From  that  point  on  I  realized  that  if  the  heart 
of  the  final  tax  plan  made  our  code  more  equi- 
table, then  I  owed  it  to  my  constituents  to  sup- 
port it. 

That  leads  me  to  where  I  am  today.  Al- 
though I  have  serious  misgivings  about  sever- 
al items  in  the  bill,  such  as  retroactivity,  IRA 
limitations,  accounting  measures,  and  a 
change  in  the  tax  treatment  of  some  public 
and  private  pensions,  I  feel  the  rest  of  the  bill 
is  so  strong  that  it  will  strongly  benefit  even 
some  of  those  who  are  affected  by  these  indi- 
vidual changes. 
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Under  this  bill,  80  percent  of  the  American 
taxpayers  will  be  in  the  15  percent  tax  brack- 
et. 

Under  this  bill,  the  personal  exemption  will 
eventually  be  raised  to  $2,000. 

Under  this  bill,  the  standard  deduction  for 
nonitemizers  will  increase  considerably. 

Under  this  bill,  beleagured  farmers  will  ben- 
efit from  new  accounting  adjustments. 

Under  this  bill,  top  corporate  tax  rates  will 
be  slashed  from  46  percent  to  34  percent. 

Under  this  bill,  wealthy  wage  earners  and 
profrtmaking  companies  will  no  longer  be  able 
to  escape  paying  taxes. 

Under  this  bill,  the  attractiveness  of  tax 
shelters  is  reduced. 

Under  this  bill,  6  million  low-income  Ameri- 
cans will  be  removed  from  the  tax  rolls. 

These  features  are  so  compelling  that  I 
must  support  these  changes  on  behalf  of  my 
constituents.  I  have  no  doubt  that  Congress 
will  come  back  to  fine  tune  this  measure  to 
address  the  unintended  inequities.  As  others 
have  said,  this  is  not  the  end  of  tax  reform, 
but  just  the  beginning. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  such  time  as  she  may  consume  to 
the  gentlewoman  from  New  Jersey 
[Mrs.  Roukema]. 

Mrs.  ROUKEMA.  Madam  Speaker,  I 
rise  in  support  of  the  bill  and  against 
the  motion  to  recommit. 

Madam  Speaker,  I  rise  today  in  sup- 
port of  the  Tax  Reform  Act  of  1986. 
However,  as  much  as  I  would  like  to 
say  my  support  for  this  historic  meas- 
ure is  enthusiastic  and  across-the- 
board,  I  cannot.  I  share  the  concerns 
of  many  of  my  colleagues,  the  uncer- 
tainly of  many  of  our  economists  and 
the  suspicions  of  many  of  my  constitu- 
ents. 

While  I  have  misgivings  about  the 
specifics  of  this  measure.  I  have  none 
about  the  process  that  has  brought  us 
to  this  point.  In  a  word,  it  has  been  mi- 
raculous, but  not  necessarily  a  miracle. 
Everyone  acknowledges  that  we  need 
a  fairer,  simpler  tax  system.  However, 
beyond  that  agreement,  the  consensus 
quickly  breaks  down  on  just  what  con- 
sititues  fairness  and  simplicity.  After 
all,  one  mans  loophole  is  another 
man's  economic  necessity. 

For  these  reasons,  I  think  President 
Reagan.  Treasury  Secretary  Baker. 
Chairmen  Rostenkowski  and  Pack- 
wood  and  all  the  Members  of  the  tax- 
writing  committees  deserve  consider- 
able credit  for  tackling  the  monstrous 
U.S.  Tax  Code  and  all  its  related  spe- 
cial interests.  The  fact  that  they  devel- 
oped a  bill  at  all  is  a  substantial  ac- 
complishment. 

The  package  before  us  is  a  clear  im- 
provement over  our  current  tax  code 
which  is  rife  with  inequity  and  chilling 
complexity.  I  have  never  been  a  fan  of 
tax  reform. for  reform's  sake.  What  I 
am  a  big  fan  of  is  fairness;  that  all  tax- 
payers, corporate  and  individual,  pay 
an  equitable  share  of  tax.  But,  there 
again,  who  defines  what  is  fair? 

It  is  clear,  however,  that  some 
wealthy  individuals  and  profitable  cor- 


porations scandalously  pay  no  tax  at 
all.  In  1982,  nearly  300  individuals 
with  incomes  in  excess  of  $200,000 
paid  no  Federal  income  taxes  at  all. 
Despite  earning  profits  in  the  billions 
of  dollars,  a  number  of  this  Nation's 
largest  corporations  continue  to  pay 
no  taxes.  I  am  pleased  that  the  bill 
before  us  contains  an  effective  mini- 
mum tax,  the  single  most  significant 
reform  in  this  sweeping  legislation.  In 
fact,  this  aspect  alone  would  have 
been  reason  to  vote  for  this  measure. 

Beyond  this  important  provision, 
this  tax  reform  package  contains  a 
number  of  key  elements. 

It  preserves  that  deduction  for  State 
and  local  income  and  property  taxes, 
preventing  the  residents  of  my  State 
of  New  Jersey  from  suffering  double 
taxation. 

It  removes  over  6  million  so-called 
working  poor  from  the  tax  rolls.  It 
lowers  individual  and  corporate  rates 
significantly.  Tax  shelters  and  special 
interest  preferences  are  reduced.  The 
mortgage  interest  deduction  for  first 
homes  is  preserved  while  the  writeoff 
for  Individual  Retirement  Account  de- 
posits will  still  be  available  for  over  75 
percent  of  my  constituents.  I  believe 
strongly  that  they  should  have  been 
fully  deductible. 

This  legislation  contains  numerous 
changes  in  the  tax  and  labor  laws  af- 
fecting our  Nation's  vast  array  of  em- 
ployee pension  and  welfare  benefit 
plans.  In  fact,  the  changes  in  coverage, 
vesting.  Social  Security  integration, 
benefit  and  contribution  limitations 
are  the  most  extensive  since  the  land- 
mark ERISA  pension  reforms  were  en- 
acted in  1974.  Given  the  changing  de- 
mographics of  both  our  worker  and  re- 
tiree populations,  the  effects  of  these 
changes  must  be  closely  monitored. 
My  Subcommittee  on  Labor-Manage- 
ment Relations,  with  ERISA  oversight 
responsibilities,  will  take  a  keen  inter- 
est in  these  effects  to  assess  whether 
these  new  provisions  will  allow  private 
pension  plans  to  maintain  their  posi- 
tion as  partners  with  Social  Security 
in  providing  adequate  retirement 
income  security. 

However,  like  any  tax  bill,  this  pack- 
age, all  15  titles  and  925  pages  of  it,  is 
complicated  and  anyone  who  looks 
hard  enough  is  bound  to  find  portions 
to  criticize.  In  that  vein,  I  am  troubled 
by  a  number  of  issues. 

On  the  individual  side  first,  I  do  not 
believe  that  the  bill  before  us  today 
provides  sufficient  tax  relief  for  the 
middle-income  earner.  In  short,  there 
is  disproportionate  relief  for  the  rich, 
and  too  little  is  done  for  the  middle 
class.  It  is  very  difficult  to  move  from 
aggregate  numbers  to  the  specifics  of 
one  family's  tax  return.  For  the 
middle-income  taxpayer,  the  question 

will  be  whether  the  loss  of  deductions 

outweigh  the  benefit  of  lower  rates. 

Only  the  person  who  prepares  that 

return  will  know  for  sure  and  from  the 


mail  I  have  been  getting,  my  constitu- 
ents are  skeptical  to  say  the  least. 

Also  on  the  individual  side.  I  am  dis- 
mayed that  this  package  retroactively 
repeals  the  3-year  basis  recovery  rule 
during  which  public  servants  recover 
their  contributions  to  a  mandatory 
participation  pension  plan.  Retroac- 
tively taking  awa,y  this  expected  provi- 
sion for  their  long-term  planning  does 
not  seem  fair  to  me.  These  public  em- 
ployees have  already  paid  taxes  on 
this  money.  It  is  not  as  if  they  were 
getting  this  money  back  tax  free.  This 
new  recalculation  only  adds  an  extra 
burden  for  those  who  have  served  our 
Federal,  State,  and  local  governments 
so  well.  As  I  wrote  to  the  conferees,  I 
would  have  preferred  this  provision  to 
have  been  changed. 

Good  tax  reform  should  enhance 
economic  growth,  savings,  and  invest- 
ment. One  of  the  deficiencies  of  this 
bill  is  the  possible  impact  on  capital 
intensive  industries  in  the  United 
States.  We  have  seen  these  industries 
come  under  increasing  attack  in  recent 
years,  in  part  because  of  unfair  trade 
practices  by  other  countries.  While  I 
accept  the  fact  that  we  are  moving 
toward  a  more  service-oriented  econo- 
my, I  do  not  accept  that  this  means  we 
should  passively  abandon  our  manu- 
facturing sector.  We  must  maintain  a 
strong  industrial  base,  and  I  fear  that 
this  bill  will  not  assist  us  in  that 
effort. 

This  conference  report  eliminates 
both  the  investment  tax  credit  and  the 
lower  capital  gains  rate,  and  it  pro- 
vides a  less  generous  system  of  depre- 
ciation than  current  law.  In  the  first 
year  of  my  tenure  in  this  House,  we 
enacted  the  Conable-Hance  tax  bill 
which  provided  important  deprecia- 
tion reforms.  I  regret  that  this  bill  will 
undo  much  of  that  good  work.  We 
need  to  provide  more  incentives  to 
capital  intensive  companies,  not  fewer. 
We  need  to  create  jobs  and  spur  com- 
petition. This  bill  falls  far  short  on 
that  score. 

I  also  am  greatly  concerned  over  the 
expected  revenue  impacts  of  this  tax 
bill.  Next  year  we  are  expecting  a  sig- 
nificant revenue  shortfall.  When  this 
year  we  had  to  use  accounting  gim- 
mickry to  meet  our  deficit  reduction 
targets,  what  are  we  going  to  do  next 
year  when  we  have  much  more  diffi- 
cult targets  and  less  revenue  to  pay 
our  bills?  The  bill  is  estimated  to  reve- 
nue neutral  over  the  next  5  years,  but 
I  hope  my  colleagues  will  commit 
themselves  along  with  me  to  dealing 
responsibly  with  this  revenue  loss  so 
that  we  can  still  meet  our  deficit  re- 
duction numbers. 

While  this  measure  is  billed  as  reve- 
nue neutral,  we  may  very  well  find 
that  over  the  long  term  it  becomes  a 
major  revenue  loser.  With  this  year's 
Federal  deficit  well  beyond  $200  bil- 
lion, we  carmot  afford  to  lose  income.  I 
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am very  hesitant  about  accepting  reve- 
nue estimates  for  individual  sections 
of  the  tax  bill  when  we  are  considering 
massive,  integrated  tax  reform.  I  recall 
the  estimates  for  the  IRA  deduction 
several  years  ago.  Despite  statistical 
estimates  and  trends  on  what  the  aver- 
age American  would  do.  IRA's  caught 
on  like  wildfire  and  our  calculations 
ended  up  being  more  than  400  percent 
wrong.  We  can't  afford  another  sur- 
prise like  that. 

Given  the  magnitude  of  the  figures 
involved— about  $3.6  trillion  in  tax  rev- 
enues is  expected  to  be  collected  from 
1987  to  1991— and  the  potential  for 
fluctuations  in  the  economy,  some 
forecasters  say  the  chances  are  virtu- 
ally nil  that  the  revenue  estimates  for 
the  new  tax  bill  will  be  precisely  borne 
out.  For  example,  it  only  takes  a  1 -per- 
cent difference  in  personal  income  to 
have  rate  reductions  cost  $5  billion  to 
$10  billion  more  or  less  than  predicted. 

Madam  Speaker,  we  have  been  de- 
bating tax  reform  for  years.  While 
many  economists  fear  for  the  future 
of  the  economy  because  of  what  we 
are  doing  today,  I  must  say  that  when 
all  is  said  and  done,  what  we  have  here 
is  better  than  what's  in  the  law  now 
and  we  owe  it  to  the  American  people 
to  give  them  some  certainty  in  plan- 
ning for  their  economic  future.  It  is 
now  appropriate  to  recall  a  speech  I 
made  in  1981  when  we  were  also  con- 
sidering historic  tax  changes.  I  said  at 
the  time,  "We  must  end  the  financial 
market  fluctuations  and  the  bitter 
frustrations  of  the  businessmen  who, 
since  last  November,  have  only  been 
able  to  guess  about  the  future  inten- 
tions of  Congress  on  tax  policy  and 
have  been  inhibited  from  financial 
planning,  if  not  paralyzed  .  .  .  We  can 
restore  confidence  and  certainty  in  the 
direction  our  economy  is  headed  .  .  . 
the  choice  is  clear." 

The  vote  today  must  be  a  "yes." 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  1  minute  to  the  gentleman  from 
Washington  [Mr.  Miller]. 

Mr.  MILLER  of  Washington. 
Madam  Speaker,  my  colleagues,  listen- 
ing to  the  speakers  against  this  bill,  I 
hear  the  specific  objections,  the  specif- 
ic minuses,  the  long  list  of  particulars, 
and  we  can  all  come  up  with  those 
lists,  I  can,  too.  I  can  tell  you  some 
minuses  from  my  point  of  view,  and 
from  my  region. 

I  think  we  all,  before  we  vote  on  this 
bill,  have  to  look  beyond  those  lists  of 
objections  and  look  at  the  three  big 
pluses  that  makes  this  a  meaningful 
tax  reform  bill: 

First,  it  makes  the  Tax  Code  fairer. 
More  wealthy  corporations  and  indi- 
viduals are  going  to  pay  their  share. 
That  is  good. 

Second,  it  gives  some  well-deserved 
relief  to  the  working  poor.  This  bill  is 
going  to  do  more  to  fight  poverty  than 
many  of  the  Federal  bureaucratic 
spending  programs. 


Third,  in  the  long  run  this  bill  is 
going  to  help  our  economy  by  getting 
business  to  invest  in  productivity  and 
jobs  and  not  hunting  for  tax  shelters. 

Overall  it  is  a  good  bill.  Let  us  vote 
for  it. 

Mr.  DUNCAN.  Madam  Speaker.  I 
yield  1  minute  to  the  gentleman  from 
Ohio  [Mr.  Kindness]. 

Mr.  KINDNESS.  Madam  Speaker,  I 
appreciate  the  time  yielded  to  me  to 
state  that  I  have  the  greatest  respect 
for  those  who  have  labored  over  this 
matter  over  these  months;  and  judg- 
ments are  involved  that  are  difficult 
judgments,  and  I  feel  that  some  of  the 
judgments  that  have  been  made  have 
been  seriously  wrong,  to  the  extent 
that  I  feel  that  I  must  support  the 
motion  to  recommit. 

There  are  five  things  that  this  bill  is 
not  at  this  point.  It  is  not  simplifica- 
tion; it  is  not  fair;  it  is  not  good  for 
jobs  or  for  production;  it  is  not  good 
for  consumers,  whose  prices  will  rise; 
and  it  is  not  good  for  small  businesses 
from  which  most  of  our  jobs  are  gen- 
erated in  the  United  States. 

There  are  five  things  that  it  will  do. 
It  will,  I  believe,  push  up  inflation;  it 
will  push  up  interest  rates;  it  will  push 
up  consumer  prices;  it  will  push  up 
rents;  and  it  will  push  up  utility  costs. 
It  will  depress  investments  and  the 
economy,  and  I  urge  that  the  motion 
to  recommit  be  supported. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  1  mmute  to  the  gentleman  from 
Virginia  [Mi.  Olin]. 

Mr.  OLIN.  Madam  Speaker,  I  rise  re- 
luctantly to  oppose  the  Tax  Reform 
Act. 

The  objectives  of  tax  reform  are  ad- 
mirable. Certainly  those  who  worked 
for  2  years  to  bring  us  this  bill  did  the 
best  they  could.  They  admit  the  bill  is 
far  from  perfect. 

Many  will  argue  that  because  we 
worked  so  hard  and  because  the  objec- 
tives were  so  good  we  should  pass  this 
bill.  They  argue  that  this  is  a  chance 
of  a  lifetime  to  close  loopholes,  exces- 
sive shelters,  and  unneeded  prefer- 
ences. That  it  makes  sense  to  totally 
revolutionize  commonly  used  deduc- 
tions that  have  served  millions  of  tax- 
payers for  so  long  in  order  to  lower  tax 
rates.  They  say  it  makes  sense  for  a 
family  with  an  income  of  $30,000  to 
pay  the  same  tax  rate  as  one  that 
earns  $200,000  or  $10  million.  They 
argue  that  it's  somehow  fair  for  home- 
owners to  be  able  to  deduct  interest 
for  consumer  purchases  but  those  who 
rent  carmot. 

Our  constituents  want  a  tax  struc- 
ture that  is  fair,  where  no  one  can 
escape  paying  a  proper  share,  that  will 
raise  the  revenue  needed  to  finance 
the  Government,  and  wom't  have  to  be 
changed  every  year. 

In  my  opinion  this  bill  before  us 
doesn't  meet  these  tests  and  it  should 
not  be  passed. 


It  is  not  fair.  It  will  increase  taxes 
for  20  million  Americans,  77  percent  of 
whom  have  incomes  under  $50,000. 
The  tax  cut  for  middle-income  people 
is  nothing  compared  with  a  $25,000 
tax  cut  for  those  earning  over 
$200,000. 

What  we've  done  in  this  bill  is  to 
close  shelters  and  loopholes  for  the 
wealthy  and  instead  of  using  that 
money  to  help  us  pay  the  bills,  we're 
giving  it  back  to  those  same  wealthy 
people  in  the  form  of  a  40-percent  tax 
reduction.  We're  legitimizing  and 
making  permanent  the  tax  breaks  we 
claim  to  abhor. 

This  bill  is  not  what  it  seems  to  be. 
It's  unfair.  It  will  stand  in  the  way  of 
ultimately  moving  toward  fiscal  re- 
sponsibility. 

What  middle-income  taxpayers  need 
to  think  about— and  we  need  to  think 
about— is  this.  For  that  group  we've 
taken  away  their  deductions,  lowered 
their  rates  a  little  but  we've  left  them 
very  vulnerable.  This  bill  has  a  very 
good  chance  of  not  being  revenue  neu- 
tral—of raising  less  revenue  as  the 
years  go  by.  Everyone  knows  it's  im- 
possible to  keep  preferences  and  loop- 
holes from  creeping  in.  When  that 
happens,  where  is  the  revenue  going 
to  come  from?  Middle-income  Ameri- 
cans pay  50  percent  of  the  taxes.  If  we 
get  loopholes  creep,  they  will  be  very 
vulnerable. 

There  are  many  reasons  to  vote 
against  this  bill.  But  the  main  reason 
is  that  it  does  not  meet  our  objectives: 

It  is  not  fair  at  the  outset  and  it  will 
get  worse. 

It  falls  short  of  being  revenue  neu- 
tral. 

It  is  more  complicated— not  simpler. 

It  will  need  to  have  major  revisions— 
probably  for  years. 

It  will  make  it  more  difficult  for  us 
finally  to  start  paying  the  bills. 

I  urge  all  Members  to  think  about 
what  the  impact  of  this  bill  will  be. 
Don't  be  fooled.  Think  of  the  prob- 
lems ahead  of  us. 

Vote  no  on  this  tax  reform  effort. 

Mr.  RANGEL.  Madam  Speaker,  I 
yield  2  minutes  to  the  gentleman  from 
Wisconsin  [Mr.  Moody]. 

Mr.  MOODY.  Madam  Chairman, 
colleagues,  the  main  reason  I  am  sup- 
porting this  bill  is  because  it  actually 
increases  the  productivity  and  fairness 
in  our  total  tax  system.  But  I  want  to 
spend  a  minute  talking  about  the  very 
touchy  issue  of  Federal  retirees  which 
has  generated  a  lot  of  controversy  in 
Congress.  Right  now  they  can  "front 
load"  their  tax-free  withdrawals  from 
their  pensions.  Others  have  to  spread 
out  their  tax-free  withdrawals. 

The  two  key  issues,  I  think,  are:  first 
should  State,  local,  and  Federal  retir- 
ees continue  to  enjoy  a  special  tax  ad- 
vantage not  enjoyed  by  the  general 
population;  and  second,  would  pubUc 
employment  retirees  be  actually  better 
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off  with  the  tax  reform  bill  or  without 
it? 

The  "should"  question  is  a  matter  of 
judgment.  I  personally  come  down  on 
the  side  that  everyone  should  be  treat- 
ed equally  on  the  question  of  taxation 
of  pension  income. 

The  question  "would  be  better  off" 
with  or  without  a  bill  can  be  answered 
factually,  and  I  would  ask  that  you 
look  at  this  chart. 

The  point  is  this:  That  by  year  3  of 
retirement,  every  income  category 
begins  to  pay  less  taxes  per  year  under 
tax  reform  than  under  the  current 
law.  Sure,  the  first  2  years  with  tax- 
free  withdrawals  under  current  law 
are  lower  tax  years  than  under  tax 
reform,  but  once  you  hit  year  3.  public 
retirees  are  actually  better  off  under 
tax  reform  than  without  it.  By  year  3, 
annual  taxes  are  lower. 

Then  the  tax  benefits  continue  to 
grow:  The  average  person  retiring  at 
62,  lives  18  years  on  pension.  By  year 
No.  18  you  are  way,  way  ahead.  The 
total  tax  savings  continue  to  grow  over 
time. 

For  the  typical  Federal  pension  of 
$12,084  annual  tax  savings  would  be 
cut  by  more  than  half  by  year  3.  from 
$721  to  $350.  This  savings  of  $371 
would  continue  every  year  thereafter, 
and  add  to  $5,236  by  year  18. 

State  and  local  government  retirees 
have  generally  lower  pensions  than 
Federal  retirees,  and  typically  their 
tax  benefits  kick  in  almost  immediate- 
ly. In  fact,  there  is  no  year  in  which 
State-local  retirees  are  not  better  off 
under  tax  reform. 

There  is  one  additional  key  point: 
Ending  "front  loading"  for  Federal  re- 
tires only  affects  negatively  those 
about  to  retire,  or  who  are  in  the  front 
end  3-year  window  after  retirement. 
This  numbers  about  85.000  people  per 
year.  But  tax  reform  does  nothing  to 
hurt  the  1.3  million  public  retirees 
who  are  already  retired  and  are  past 
year  3  of  retirement.  Those  folks  are 
out  there  and  will  immediately  enjoy 
the  kinds  of  tax  benefits  I  have  been 
describing.  The  loss  of  "front  loading" 
of  contribution  withdrawal  will  do  no 
harm  to  them. 

So  in  summary.  I  would  say  that 
Federal.  State  and  local  employees 
over  a  multiyear  period  are  far  better 
off  with  the  tax  reform  than  without 
it  and  I  urge  its  adoption. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  1  minute  to  the  gen- 
tleman from  Louisiana  [Mr.  Roemer]. 
Mr.  ROEMER.  Madam  Speaker,  I 
thank  my  colleague  for  yielding  to  me. 
There  are  many  weaknesses  of  the  tax 
bill.  There  always  are.  Tax  bills  are 
like  catching  fish:  5  days  later,  they 
both  stink. 

We  are  going  to  find  things  in  the 
bill  in  a  week  or  a  month  or  so  that  we 
do  not  like.  Even  now,  I  resent  the  ret- 
roactive provisions,  the  investment  tax 
credit,  and  capital  gains  provisions  in 


the  bill,  but  I  like  the  heart  of  the  bill; 
the  heart  of  the  bill  is  solid  and 
strong:  Lower  marginal  rates  for  all 
Americans.  You  make  the  last  dollar, 
you  get  to  keep  it.  That  is  what  Amer- 
ica is  all  about. 

I  like  the  heart  of  the  bill:  Every- 
body pays  their  fair  share.  The  only 
thing  wrong  with  this  bill  is  that  we 
did  not  have  it  20  years  ago.  I  like  the 
heart  of  the  bill.  It  is  progressive. 

The  gentleman  just  got  up  and  said, 
well,  the  rich  are  going  to  get  off  free. 
Wrong.  The  top  10  percent  of  the  tax- 
payers in  America  pay  51  percent  of 
the  taxes  now.  After  this  bill,  they  will 
pay  a  higher  percentage.  This  bill  is 
progressive,  fair,  and  with  lower  mar- 
ginal rates.  It  is  what  America  is  all 
about. 

Bad  parts,  yes.  Wish  we  could 
change  them.  But  if  I  have  got  to 
measure  an  animal,  I  will  take  the  one 
with  a  good  heart.  Vote  "yes." 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  1  minute  to  the  gentleman  from 
Vermont  [Mr.  Jeffords]. 

Mr.  JEFFORDS.  Madam  Speaker.  I 
certainly  would  like  to  echo  the  com- 
ments of  the  previous  speaker.  In 
1981.  I  refused  to  back  the  tax  reform 
package  as  it  had  excessive  and  inequi- 
table tax  breaks,  which  I  felt  would 
lead  to  large  deficits. 

Like  everyone  else.  I  would  have 
written  this  bill  differently.  Yet  I  rise 
in  support  of  the  bill.  I  represent  Ver- 
mont. This  bill  is  good  for  Vermont. 
Our  average  income  is  one  of  the 
lowest  in  the  Nation.  Overall,  we  will 
receive  $60  to  $75  million  in  tax  relief; 
this  increased  disposable  income  will 
benefit  all  Vermont. 

Vermont  is  a  small,  small  business 
State,  and  will  generally  have  lower 
business  taxes.  The  loss  of  farm  tax 
shelters  will  have  little  direct  effect  on 
Vermont.  However,  it  will  bring  down 
national  milk  production,  especially  in 
the  West  and  Southwest. 

In  addition,  we  have  won  the  battle 
to  keep  the  tax  deductibility  of  State 
and  local  property  and  income  taxes. 
Also,  we  have  protected  the  marble 
and  granite  and  second  home  indus- 
tries. 

The  Vermont  vote  is  definitely 
"yes,"  and  the  national  vote  is  "yes," 
also. 

Madam  Speaker,  first.  I  want  to  commend 
the  previous  speaker,  who  really  did  do  a 
memorable  job  of  getting  to  the  heart  of  this 
issue. 

Madam  Speaker,  I  was  the  only  Republican 
Member— and  one  of  only  a  few  Members  al- 
together—who voted  against  the  1981  tax  bill. 
I  feared  that,  with  its  excessive  and  inequita- 
ble tax  breaks,  the  changes  would  lead  to 
large  deficits  and  public  condemnation.  It  did. 
Like  just  about  everyone  else  here  today,  I 
also  have  problems  with  this  bill.  Unfortunate- 
ly, we  don't  have,  nor  do  we  ever  have,  the 
option  of  voting  for  a  perfect  bill.  We  have  to 
compare  the  conference  report  before  us  with 


current  law.  We  are  given  no  other  option 
today. 

In  the  absence  of  a  perfect  bill,  I  reluctantly 
support  this  tax  bill  because  I  represent  the 
State  of  Vermont  and,  compared  to  present 
law,  this  tax  reform  is  good  for  my  State.  Ver- 
mont's average  per  capita  income  is  one  of 
the  lowest  in  the  Nation.  On  a  per  capita 
basis,  we  are  the  most  small  business  State  in 
the  country.  Vermont's  tax  commissioner  esti- 
mates that  Vermonters'  Federal  taxes,  as  a 
whole,  will  decrease  by  $60  to  $75  million  per 
year.  That  increased  disposable  income  will 
benefit  all  Vermont. 

Vermont  businesses,  like  the  rest  of  the  Na- 
tion's, will  benefit  from  the  substantial  rate  re- 
ductions. With  its  repeal  of  industry-specific 
deductions  and  credits,  the  bill  tends  to  tax  all 
industries  more  similarly,  spreading  the  tax 
burden  more  evenly  among  corporate  taxpay- 
ers. In  an  effort  to  guarantee  that  all  profitable 
corporations  pay  their  fair  share  of  taxes,  the 
drafters  have  designed  a  tough,  minimum  tax. 
This  stiff  new  tax  will  raise  revenues  from 
wealthy  individuals  and  corporations  that  cur- 
rently escape  paying  any  taxes  through  ma- 
nipulation of  the  Tax  Code.  For  the  first  time, 
they  will  pay  their  fair  share. 

I  am  also  pleased  that  this  measure  re- 
tained some  provisions  of  current  law  that  are 
vital  to  specific  Vermont  businesses.  For  in- 
stance, the  bill  retains  the  depletion  allowance 
for  Vermont's  marble  and  granite  industries, 
which  is  essential  to  their  sun/ival.  The 
second  home  industry,  so  important  to  Ver- 
mont, was  spared  a  major  loss  when  the  tax 
writers  decided  to  retain  the  current  deduction 
of  interest  on  mortgages  on  two  personal  resi- 
dences. However,  individuals  may  no  longer 
be  able  to  deduct  unlimited  interest  on  many 
residences,  thereby  preventing  abuse  of  this 
provision. 

It  is  unclear  how  the  construction  of  vaca- 
tion condominium  residences  will  be  affected 
by  the  bill's  passive  loss  limitations.  The  spe- 
cial rule  for  rental  activities,  allowing  individ- 
uals to  offset  up  to  $25,000  of  nonpassive 
income  with  losses  from  rental  real  estate  ac- 
tivities, should  help  to  assure  an  adequate 
supply  of  individual  investors.  Many  experts 
feared  that  the  passive  loss  provisions  would 
lead  to  an  increase  in  rents  and  a  shortage  of 
quality  low-income  housing.  The  conference 
agreement  attempts  to  prevent  this  by  cre- 
ation of  a  special  credit  to  encourage  invest- 
ment in  this  sector.  I  am  concerned  about  the 
retroactive  impact  of  the  passive  loss  provi- 
sions on  investments— particularly  real  estate 
investments— made  in  good  faith,  and  based 
on  the  principles  of  existing  law. 

Because  of  the  reduction  in  rates,  the 
repeal  of  the  deduction  for  long-term  capital 
gains  was  probably  necessary  to  avoid  a 
windfall  to  the  wealthy  taxpayers  who  realize 
such  gains.  In  my  view,  however,  repeal  of  the 
deduction  should  have  been  accompanied  by 
indexing  of  the  basis  of  capital  assets  to 
assure  that  taxpayers  do  not  pay  taxes  on  in- 
creases in  value  due  solely  to  inflation. 

Among  the  provisions  that  I  found  troubling, 
however,  are  the  arbitrage  provisions.  The 
State  of  Vermont,  as  well  as  many  local 
school  districts,  make  use  of  arbitrage  when 
funding  construction  projects.  This  bill  would 
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require  local  officials  to  rebate  arbitrage  profits 
to  the  Federal  Government.  In  a  day  and  age 
when  the  Federal  Government  is  increasingly 
asking  States  to  shoulder  burdens  once  borne 
by  the  Federal  Government,  I  think  it  is  inap- 
propriate to  interfere  with  States'  revenue-rais- 
ing capabilities.  This  is  especially  true  as  it  ap- 
pears we  are  also  zeroing  out  the  General 
Revenue  Sharing  Program. 

I  am  also  concerned  that  the  dairy  industry, 
like  all  businesses,  will  be  hurt  by  elimination 
of  the  ITC  and  capital  gains  provisions,  and 
the  lengthening  of  depreciation  schedules. 
Elimination  of  income  averaging  will  adversely 
affect  some  farmers,  although  the  lower  tax 
rates  will  alleviate  much  of  this  impact.  On  the 
positive  side,  although  a  small  number  of  Ver- 
mont farms  will  be  hurt  by  the  passive  income 
limitations,  the  major  impact  of  this  provision 
will  be  felt  by  dairy  farms  in  other  regions,  par- 
ticulariy  the  West  and  Southwest.  This  should 
have  a  significant  if  not  substantial  effect  in 
reducing  production  in  these  high-surplus 
areas. 

Vermont's  machine  tool  industry  also  may 
feel  the  effects  of  the  repeal  of  the  investment 
tax  credit  (ITC).  But  the  ITC  applied  equally  to 
domestically  and  foreign-made  property, 
thereby  having  little  effect  upon  the  balance 
of  trade.  For  the  most  part,  the  problems  of 
the  machine  tool  industry  are  related  to  unfair 
trade  practices,  the  overvalued  dollar,  and 
productivity  problems.  As  to  high  technology, 
Vermont's  largest  "high  tech"  employer,  IBM, 
supports  the  tax  bill.  High-technology  indus- 
tries do  not  benefit  as  substantially  from  the 
ITC  and  the  accelerated  depreciation  provi- 
sions of  the  1981  tax  bill.  Unlike  the  "smoke- 
stack" industries,  they  will  not  be  adversely 
affected  by  the  repeal  of  these  provisions,  and 
they  will  ijenefit  greatly  from  the  rate  reduc- 
tions. 

On  the  individual  tax  side,  6  million  working 
poor  will  be  removed  from  the  tax  rolls.  Eighty 
percent  of  all  taxpayers  will  find  themselves  in 
the  15-percent  tax  bracket.  The  bill's  in- 
creased personal  exemption  will  lower  taxable 
income  for  many  individuals  and  will  substan- 
tially offset  losses  from  the  elimination  of  cer- 
tain individual  deductions.  Nevertheless,  I  am 
not  pleased  that  the  bill  repeals  the  charitable 
contribution  deduction  for  nonitemizers,  which 
encouraged  generosity  on  the  part  of  low-  and 
middle-income  taxpayers. 

The  conference  agreement  increases  the 
personal  exemption  from  $1,080  to  $2,000. 
The  biggest  beneficiaries  of  the  increased  per- 
sonal exemption  will  be  large  families.  The 
benefits  for  single  individuals  and  childless 
couples  will  not  be  as  substantial.  Moreover,  I 
regret  that  married  couples  will  lose  the  bene- 
fit of  the  marriage  deduction  and  that  families 
with  two  wage  earners  may  thus  be  disadvan- 
taged. Also  some  elderly,  especially  those 
with  high  medical  expenses,  will  see  an  in- 
crease in  taxes.  These  are  unfortunate  situa- 
tions and  should  be  rectified.  In  short,  a  sub- 
stantial number  of  middle  and  upper  Income 
people  will  receive  tax  increases  even  though 
they  currently  do  not  benefit  from  so-called 
tax  loopholes.  And  these  are  not  all  of  the 
problems;  others  will  be  discovered. 

I  am  pleased,  however,  that  the  bill  retains 
the  deduction  for  State  and  local  income  and 
property  taxes.  This  is  especially  important  in 


a  State  such  as  Vermont  where  taxes  are  rel- 
atively high.  Repeal  of  the  deduction  may 
have  meant  increased  resistance  to  State 
taxes  and  the  services  they  fund,  including,  of 
course,  education. 

The  changes  contained  in  the  tax  bill  affect- 
ing higher  education  are  another  source  of 
concern.  Parents  and  students  will  be  unable 
to  deduct  interest  on  their  education  loans 
unless  they  have  home  equity  against  which 
to  borrow.  Thus,  many  of  the  more  hard- 
pressed  families  that  itemize  will  be  unfairiy 
treated.  Most  likely,  students  will  be  using  the 
increased  standard  deduction  and  larger  per- 
sonal exemption  and  thus  will  be  less  likely  to 
be  affected.  Clifford  trusts— sheltering  income 
in  short-term  trusts— will  no  longer  be  a  tax 
advantage.  It  is  unfortunate  that  the  adminis- 
tration's request  for  IRA-type  educational  sav- 
ings accounts  has  not  been  incorporated  in 
this  bill. 

On  the  other  hand,  I  am  pleased  that  the 
negative  cash-flow  implications  of  these  provi- 
sions will  be  lessened  somewhat  by  changes 
that  I  obtained  in  the  higher  education  bill. 
These  provisions  will  result  in  lower  interest 
on  the  parent  PLUS  loans  and  student  ALAS 
loans.  More  importantly,  my  loan  consolidation 
provisions  will  allow  student  loans  to  be 
lumped  together  and  payments  spread  out 
over  a  longer  period  of  time,  thereby  increas- 
ing the  borrower's  cash-flow. 

As  one  who  has  long  advocated  increased 
incentives  and  other  improvements  in  our  pen- 
sion plans,  I  am  pleased  that  this  bill  also  con- 
tains badly  needed  pension  reform.  The  proc- 
ess has  left  a  lot  to  be  desired,  and  much  re- 
mains to  be  done.  Due  to  the  lack  of  coopera- 
tion between  the  Ways  and  Means  Committee 
and  Education  and  Labor  Committee,  many 
Tax  Code  changes  are  not  complemented  by 
changes  in  ERISA.  Without  a  doubt,  we  will 
have  to  turn  to  these  issues  and  others,  such 
as  portability,  that  remain  largely  unaddressed 
by  this  bill. 

Nevertheless,  several  improvements  have 
been  made.  Instead  of  having  to  work  for  10 
years  before  being  vested  in  a  pension  plan, 
many  employees  will  now  be  vested  after  5 
years.  The  bill's  tightening  of  the  nondiscrim- 
ination rules  goes  a  long  way  in  ensuring  that 
pension  plans  benefit  rank-and-file  employees 
as  well  as  owners  and  key  employees.  Re- 
forms to  simplified  employee  pensions  and 
other  changes  parallel  many  of  those  I  advo- 
cated in  legislation  I  introduced  last  year— the 
retirement  USA  bill.  I  am  happy  that  IRA's 
were  retained  for  many  taxpayers,  although 
I'm  concerned  that  the  income  levels  for  tax- 
payers with  deductible  IRA's  arj  too  low. 

Finally,  Madam  Speaker,  I  must  add  a  warn- 
ing to  all  of  this.  Last  fall  I  votea  against  the 
rule  providing  for  consideration  of  the  tax 
reform  bill.  I  argued  that  we  should  wait  until 
we  had  responsibly  faced  the  deficit  prob- 
lem—which still  we  have  not.  I  pointed  out 
then  that  if  we  passed  an  income  tax  reform 
bill  we  would  preclude  the  use  of  that  vehicle 
to  help  reach  the  mandates  of  Gramm- 
Rudman.  In  all  likelihood,  this  bill  will  make  it 
more  difficult  to  reach  the  deficit  reduction  tar- 
gets. 

Congress  is  counting  on  $11.4  billion  in  a 
one-time  revenue  increase  in  1987,  generated 
by  phasing  in  the  tax  bill's  provisions,  to  cover 


up  this  unresolved  spending-versus-revenue 
disparity.  Next  year,  Congress  will  be  casting 
about  for  an  additksnal  $46  billion  in  spending 
cuts  in  fiscal  year  1988  as  required  by 
Gramm-Rudman.  Unfortunately,  this  difficult 
task  will  be  exacerbated  by  the  expected 
$16.5  billion  revenue  decrease  in  1988 
brought  about  by  the  lower  tax  rates  in  this 
bill.  Combined  with  this  shortfall  is  the  gloomy 
reality  that  the  $15  billion  in  supposed  savings 
in  the  1986  budget  reconciliation  oil!  are  one- 
time savings  only  and  will  result  In  a  decrease 
in  Federal  revenues  after  1987.  All  this  could 
leave  lawmakers  in  the  impossible  position  of 
having  to  eliminate  $75  billion  in  deficit  spend- 
ing in  order  to  come  within  reach  of  the 
Gramm-Rudman  target. 

If  that  does  not  totally  discourage  you,  look 
ahead  to  the  spring  of  1988.  Taxpayers  will 
have  completed  their  returns  under  the  new 
system  for  the  first  time.  Those  who  get  tax 
breaks  will  find  them  smaller  than  expected. 
Many  middle  and  upper  middle  income  work- 
ers will  be  upset  when  they  realize  that  this 
bill  has  resulted  in  an  increase  in  their  tax  li- 
abilities. 

All  of  this  will  come  at  a  t*me  when  our 
towns  and  cities  will  be  feeling  the  full  impact 
of  cuts  in  Federal  support  for  a  wide  vanety  of 
programs.  These  increased  demands  on  local 
funds  will  follow  close  on  the  heels  of  an  in- 
crease in  the  percentage  of  Federal  income 
tax  Vermonters  must  pay  to  the  State.  And 
barring  a  miracle,  the  Federal  budget  will  still 
be  running  a  huge  deficit. 

Knowing  all  of  this,  I  normally  would  not 
support  this  bill.  But  I  do  for  one  compelling 
reason:  my  State  of  Vermont  will  be  among 
the  States  most  adversely  hit  by  those  future 
Federal  spending  cuts.  As  compared  to  cur- 
rent law,  this  bill  will  save  Vermonters  $60  to 
$75  million  in  taxes.  This  increase  in  Ver- 
monters' disposable  income  should,  to  some 
extent,  alleviate  the  pain  of  expected  future 
cuts  in  Federal  programs. 

Despite  my  sobering  prediction  for  the 
future,  I  also  cannot  ignore  the  histonc  chance 
we  now  have  to  make  much-needed  improve- 
ments in  current  law,  which  this  bill,  in  many 
instances,  does.  Therefore,  the  Vermont  vote 
of  this  bill  is  "yes,"  and  I  believe,  the  national 
vote  should  also  be  "yes." 

D  1320 

Mr.  DUNCAN.  Madam  Speaker.  I 
yield  1  minute  to  the  gentleman  from 
Texas  [Mr.  Armey]. 

Mr.  ARMEY.  I  thank  the  gentleman 
for  yielding. 

Madam  Speaker,  I've  paid  close  at- 
tention to  this  whole  tax  reform  move- 
ment passing  through  Congress.  I've 
been  a  strong  proponent  of  tax  reform 
for  many  years— I've  wanted  a  low.  flat 
tax  with  fewer  deductions,  one  that 
would  be  fair,  simple,  and  progrowth. 
I've  been  disappointed  many  times 
along  the  way.  particularly  when  I  saw 
the  first  piece  of  tax  reform  legislation 
this  House  passed  by  a  voice  vote.  I 
emphatically  voiced  my  opposition  to 
the  bill  at  that  time. 

Today,  however,  we  are  voting  on  a 
quite  different  version  of  tax  reform. 
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Many  of  my  colleagues,  people  I  great- 
ly respect— particularly  Bill  Archer, 
Bill  Frenzel.  and  Phil  Crane— have 
pointed  out  all  the  flaws  and  all  the 
problems  with  this  bill.  And  let's  not 
kid  ourselves,  there  are  flaws. 

For  instance,  I'm  very  concerned 
about  the  retroactivity  of  some  of  the 
bill's  provisions.  In  criminal  matters, 
our  Constitution  clearly  prohibits  ex 
post  facto  laws.  This  constitutional 
guidance  for  enacting  laws  that  apply 
retroactively  has  ordinarily  been  ap- 
plied to  all  our  laws  and  I'm  sorry  to 
see  this  tradition  forsaken  in  this  tax 
reform  proposal. 

I'm  concerned  about  the  unfairness 
in  the  bill's  transition  rules.  If  the 
same  rules  applied  to  all,  it  would  be 
one  thing.  But  allowing  some  to  get  fa- 
vorable treatment  while  others  do  not 
runs  solidly  against  the  grain  of  fair- 
ness— one  of  the  fundamental  goals  of 
tax  reform. 

But  after  a  careful  analysis  of  this 
bill,  and  after  weighing  the  marginal 
rate  reductions  against  increased  busi- 
ness taxes;  after  weighing  the  closing 
of  loopholes  with  the  incentives  to 
invest  on  the  basis  of  economic  criteria 
rather  than  tax  consequences;  after 
weighing  how  this  bill  will  affect  our 
position  in  the  international  market- 
place and  set  a  precedence  for  true 
reform  in  other  Western  nations,  I've 
become  a  supporter  of  this  bill. 

By  reducing  marginal  rates  on  indi- 
viduals from  50  percent  to  28  percent, 
we're  in  effect  reducing  the  price  of 
working  and  investing  in  the  United 
States.  We're  planting  the  seeds  of 
burgeoning  young  entrepreneurs  out 
there  who'll  take  their  individual  tax 
cuts,  pool  their  resources,  and  start 
bold  new  small  businesses  and  enter- 
prises. We'll  see  a  dynamic  change  as 
small  enterprises  expand  America's 
job  creation  ability— that  some  ability 
that  has  made  America's  small  busi- 
nesses the  leader  in  international  job 
creation  over  the  last  several  years. 

America's  future  economic  heath 
will  depend  not  on  economic  guaran- 
tees as  we've  seen  in  the  past,  but  on 
economic  incentives.  By  putting  the 
ultimate  economic  power  in  the  hands 
of  the  people— through  lower  marginal 
and  average  rates— we  will  create  an 
environment  for  economic  growth 
through  productive  investment.  A 
shift,  that  is,  away  from  decisions 
based  primarily  on  tax  consequences, 
to  decisions  based  primarily  on  long 
nm  economic  considerations. 
-  This  is  not  a  perfect  tax  bill.  Ulti- 
mately I  would  like  to  see  a  low  flat 
rate  tax  with  few  if  any  deductions. 
We  should  recognize  that  people— con- 
sumers, stockholders,  employees— pay 
all  taxes  in  America,  corporations 
don't.  We  should  persuade  the  majori- 
ty of  both  Houses  of  Congress  to  pull 
away  from  their  addiction  to  runaway 
Federal  spending  so  more  and  more 
tax  revenue  will  not  be  needed.  This 


bill  is  not  a  tax  increase  overall,  but 
even  if  it  were,  it  would  not  satisfy  the 
spending  habits  of  most  of  us  in  this 
body.  That  is  a  fact  we  must  reckon 
with,  and  make  that  our  top  priority 
after  completing  work  of  tax  reform. 

No,  this  bill  is  not  perfect,  but  it  is  a 
major  step  in  the  right  direction.  It 
seeks  growth  not  through  the  gim- 
micks of  the  Tax  Code,  but  through 
getting  Tax  Code  out  of  the  way. 
Channeling  money  for  spending  and  in- 
vestment decisions  will  come  less  from 
central  planners  in  Government,  and 
more  from  individual  Americans  in  a 
freer  market.  Decisions  will  be  made 
not  on  avoiding  taxes,  but  on  more 
productive  uses  of  investment  capital. 
That's  why,  on  balance,  I  believe  this 
is  real  reform.  This  is  a  more  simple,  a 
more  fair,  a  more  progrowth  tax  bill.  I 
encourage  my  colleagues  to  join  me  in 
support  of  this  revolutionary  change. 

Mr.  ARCHEai.  Madam  Speaker,  I 
yield  1  minute  to  the  gentleman  from 
Hawaii  [Mr.  Akaka]. 

Mr.  AKAKA.  Madam  Speaker,  I  rise 
today  in  support  of  my  distinguished 
colleague's  motion  to  recommit  H.R. 
3838.  I  am  disturbed  by  the  conference 
agreement  to  make  the  repeal  of  the  3- 
year  recovery  rule  retroactive  to  July 
1,  1986.  The  provision  as  adopted  is 
gravely  unfair  and  I  urge  my  col- 
leagues to  join  me  in  demanding  a 
more  equitable  solution. 

During  the  past  month,  my  district 
office  has  been  barraged  with  phone 
calls  from  current  and  future  retirees 
who  would  be  subject  to  the  repeal. 
Understandably,  these  retirees  are  ex- 
tremely distraught  over  this  provision 
that  would  substantially  reduce  their 
benefits  in  1986  by  imposing  taxes  on 
employees  contribution  refunds.  The 
repeal  of  the  3-year  recovery  rule  is  in 
itself  quite  a  blow.  To  make  it  retroac- 
tive to  July  1  is  grossly  unfair. 

The  State  of  Hawaii's  employees'  re- 
tirement system  has  provided  me  with 
a  summary  of  actual  cases  of  persons 
who  have  recently  retired  in  the  past 
few  months  and  the  adverse  tax  reper- 
cussions that  would  take  effect  should 
a  retroactive  repeal  be  enacted.  Retir- 
ees in  Hawaii  would  be  especially  hard 
hit  because  they  generally  exercise  an 
option  to  receive  a  refund  immediately 
upon  retirement.  For  example,  a 
teacher  whose  employee  contribution 
to  her  pension  plan  equaled  $45,495 
over  29  years  of  service,  would,  under 
current  law,  pay  $314  in  taxes  in  1986. 
Under  the  proposed  law.  she  would 
have  to  pay  $18,968,  an  increase  of 
over  $18,600.  A  police  officer  contrib- 
uting $61,995  over  27  years  of  service 
would  suffer  a  tax  increase  in  1986  of 
nearly  $30,000,  from  $11,595  to 
$41,270.  Other  casts  reflect  taxes  of 
$5,704,  $17,945,  $19,935,  and  $22,755, 
instead  of  no  taxes  in  the  first  two  in- 
stances, and  taxes  of  $523  and  $344  in 
the  third  and  fourth  instances.  I  am 
submitting    an    analysis    of    the    tax 


effect  on  the  teacher  for  the  examina- 
tion of  my  colleagues. 

Some  of  my  fellow  Members  have 
expressed  their  belief  that  up  to  now, 
some  Government  employees  have  en- 
joyed a  tax  break  by  taking  advantage 
of  the  option  to  "front  load"  tax-free 
withdrawals  of  previous  retirement 
contributions  while  others  have  had 
their  refunds  spread  out  over  several 
years.  I  caimot  speak  for  all  Federal 
and  State  plans;  however,  in  my  State, 
the  option  to  front  load  is  open  to  all 
State  and  local  retirees,  regardless  of 
income.  All  Hawaii  State  and  local  em- 
ployees can  choose  among  eight  differ- 
ent pension  plans,  four  of  which  would 
award  a  refund  of  contributions,  in  its 
entirety  or  a  percentage  thereof  de- 
pending upon  the  plan,  immediately 
upon  retirement.  In  addition,  those  re- 
tirees who  elect  to  receive  a  refund 
will  have  substantially  lower  monthly 
payments  for  the  duration  of  their  re- 
tirement than  those  who  choose  to 
spread  out  their  refund. 

It  is  true  that  in  the  long  run,  the 
taxes  paid  by  retirees  under  the  new 
provision  versus  current  law  would  not 
be  increased  significantly.  However, 
my  most  adamant  objection  is  to  the 
retroactivity.  Those  who  have  retired 
since  July  1  have  had  no  opportunity 
to  make  adjustments  for  the  repeal. 
Many  have  already  made  long-term  in- 
vestments, paid  off  mortgages,  or 
taken  that  long-awaited  vacation. 

As  is  evident  from  the  facts  cited, 
the  burdens  of  the  provision  as  it 
stands  on  our  retirees  are  heavy 
indeed.  While  I  fully  realize  the  fiscal 
difficulty  of  restoring  the  3-year  recov- 
ery rule,  in  all  fairness,  I  urge  my  col- 
leagues to  vote  in  favor  of  the  gentle- 
man's motion  to  recommit,  so  as  to 
give  the  conferees  one  more  chance  to 
rectify  retroactivity. 

September  9. 1986. 
To:  G.  Matsuda-Honolulu. 
Prom:  A.  Miyashiro.  Tax  Dept..  Honolulu. 
Client:   Employees'  Retirement  System  of 

the  State  of  Hawaii  (ERS). 
Subject:  Proposed  Repeal  of  3- Year  Basis 
Recovery  Rule. 

The  purpose  of  this  memorandum  is  to  il- 
lustrate the  tax  effect  that  the  proposed 
repeal  of  the  3  year  basis  recovery  rule  will 
have  on  a  participant  who  recently  retired. 
The  repeal  of  the  3  year  basis  recovery  rule 
proposed  by  the  Tax  Reform  Act  of  1986 
was  previously  discussed  in  a  memorandum 
dated  August  28.  1986. 

The  following  illustration  Is  based  upon 
information  and  assumptions  provided  to  us 
by  the  ERS. 

A  (female)  retired  on  July  1,  1986  at  age 
56  with  29  years  of  service.  Her  contribution 
to  the  retirement  system  was  $45,495  and 
accrued  benefits  based  upon  a  life  expectan- 
cy of  24.7  years  is  approximately  $493,206. 

The  retiree  files  a  joint  return.  The  cou- 
ple's combined  taxable  income  for  1986 
without  the  retirement  benefits  is  approxi- 
mately $57,000. 

Under  the  option  the  Retiree  had  chosen, 
she  received  a  lump-sum  payment  of  $39,000 
and  monthly  payments  of  $1,220  per  month 
for  the  remainder  of  her  life  beginning  July 
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"''^'^         '  '^"'  ""f  '^^'  y^-  ^^^^ JL""  better  than  our  ^eat  m  this  body  for  higher  and  higher  taxes 

Retiree  will  therefore  pay  an  additional  f""®?      ^  UWe— inoeefl    I   would  venture  as  the  answer  to  our  growing  deficit  problem? 

$18,654  m  federal  income  tax  for  1986  calcu-  f^aV'  'S'-'orse.  given  the  tremendous  uncer-  ^^^^  j,.,,              ^^^^  dangerously  vulnerable 

lated  as  follows:  tamtV   about   future    economic    performance,  and  for  that  reason  amonomanv  others  I  will 

Tax  Without  3-year  recovery  rule        $18,968  Like  the  present  tax  system,  H.R.  3838  is  a  "jfe  against  the  Sih'          ^ 

Tax  with  3-year  recovery  rule 314  maze  of  complex  and  often  retroactive  regula-  «                   '                imoortant  is  the 

— —  tions  inherenOy  unfair  to  many  taxpayers  who  ^^^^^^-  ""'  "°'  ^'  ^"  '®f^'  important,  is  the 

Increase  in  1986  tax  liabil-  made  financial  plans  on  the  basis  of  rules  that  economic   ramification   of   enactment.    Many 

ity »l8-654  are  now  being  changed  in  the  middle  of  the  businesses  and  industries  currently  expenenc- 

game  '"9  difficulties  will  be  hard  hit  by  tax  changes. 

With  3  year    *""™"  ^          Much  is  being  made  of  the  tax  rate  reduc-  """fiese  include  the  industnes  of  banking,  farm- 

Subsequeni  years                    recowry       ,^  (jgns  in  the  bill  to  a  1 5  and  28  percent  two-  '"9'  insurance  and  real  estate.  Enactment  of 

'             '"It  bracket  system,   but   I   view   that  as  being  '^is  bill  would  threaten  this  country's  econom- 

"smoke  and  mirrors."  The  actual  tax  rates  for  ic  recovery. 

"'hIeT"''*''"" '"^  "^ '"^'"'     5446,886      J446  886  most   Long   Islanders   may   be   Considerably  We  have  already  witnessed  the  effects  of 

lauwe  portion 446.886       406.666  higher.  There  will  be  five  brackets  for  1987,  this  tax  reform  upon  the  stock  market.  Taking 

lai  at  piotosed  rate  of  28  peiceni          •. 125,128       113,866  j^g  j^p  ^^g  ^^  ^^^^  gg  gg  g  percent.  Single  advantage  of  the  current  lower  capital  gains 

^''"'""'v  taxpayers      with      taxable      incomes      over  rate,  many  have  sold  off  stocks  before  the 

T« ISiV''^" :;::::::::::::::::::::         125442       mm  $27,000— $45,000  for  couples  finng  jointly-  end  of  the  year— causing  one  of  the  biggest, 

— — — — —  will  pay  35  percent.  At  $54,000  for  singles—  however  temporary,  drops  in  the  stock  market 

^' "'""""                             ^"-^        ^^"^  $90,000  for  couples-the  rate  jumps  again  to  in  recent  years. 

38.5  percent.  Senior  citizens  and  others  with  I  am  concerned  that  changes  in  the  tax 

The  aggregate  tax  liability  over  the  retir-  effective  tax  rates  at  or  below  1 5  percent  may  treatment  of  capital  gains  and  the  retroactive 

ees  expected  life  using  the  3  year  recovery  pgy  ^n^fQ  Federal  taxes  because  of  the  elimi-  elimination    of    the    investment    tax    credit, 

f±i1.tT.wmv^i^„,nnVpH  il??.o.^^^^^  "3"°"   °»  deductions   in  the   present   code,  among  other  of  the  bill's  proposals,  will  trans- 

the    cost    recovery  TurThTTffer^ncI  I^^^V  ^""^  °'^^'^  «'"  «'^  ""^  '^^'^  ^ew  York  late  into  lower  productivity,  reduced  capital 

would  increase  if  the  time  value  of  money  ^'ate  income  tax  increasing.  formation  and  less  growth. 

was  considered.                                                       Then,  in  1988  a  new  set  of  rates  will  go  into  jhis  legislation  is  badly  marred.  It  is  a  wolf 

Mr    ARCHER    Madam   Speaker    I  ^^^^-  ®'"'^®  "^^"^  °*  ^^®  "®*  limitations  and  ,„  sheep's  clothing  which  threatens  the  Ameri- 

yield'such  time  as  he  may  consume  to  L®st"c»ions  will  be  phased  '"o^;  a  period  of  ^an  public.  Under  the  guise  of  equity  and  sim- 

the  gentleman  from  New  York  [Mr.  ^  to  5  years  each  year  s  calcinations  will  be  ^^^^  ,his  measure  is  being  hastened  through 

Lent]  somewhat  different  from  the  one  before.  Sim-  congress   leaving   little   opportunity   for   the 

Mr.  Cent.  Madam  Speaker,  with  great  re-  P'S°"  ^^  "t,"^:.  „l«on^  p^mntL  J  ^^«'"'  ^^"^  ^  ^^^  °'  "-^^  magnitude  deserves. 

luctance  I  rise  today  to  state  my  opposition  to  SS^.ritn  98^-a  fSr2  yets  aftTracJ  ^•"-  ^838  is  not  real  tax  reform  and  I  urge  a 

the  tax  bill  before  us.  When  we  started  down  ^^'^^^^  twcJLiciati^n  "o  ^o^e  on  this  legislation. 

the  road  in  the  quest  for  tax  reform  at  the  be-  "'«"'  °*  ^^'^  legislation. 
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Mr.  ARCHER.  Madam  Speaker.  I 
yield  1  minute  to  the  gentleman  from 
Montana  [Mr.  Marlenee]. 

Mr.  MARLENEE.  Madam  Speaker, 
do  we  know  what  a  $1  billion  increase 
will  have  on  the  already  beleaguered 
agriculture  industry  of  this  country? 

Do  we  really  want  to  break  the  trust 
of  retirees— senior  citizens  who  have 
made  financial  plans? 

Do  we  know  what  impact  this  bill 
will  have  on  small  businesses,  on  the 
generation  of  jobs,  on  the  economy  of 
this  country? 

Do  we  realize— do  we  fully  realize- 
that  this  bill  strips  away  tax  shelters 
and  leaves  the  middle-income  taxpayer 
unprotected  from  future  tax  in- 
creases? Is  that  really  what  we  call  tax 
reform? 

The  truth  is,  we  have  no  clue  what 
this  bill  is  going  to  do  to  the  small 
main  street  business,  and  it  is  these 
small  main  street  businesses  which 
form  the  backbone  of  this  coimtry. 

The  average  taxpayer  in  this  coun- 
try—the guy  who  buys  his  products  at 
main  street  shops  all  across  this  coun- 
try—gets kicked  in  the  shin  by  tax 
reform.  Can  we  guarantee  this 
person— can  we  look  our  constituents 
in  the  eye  and  say,  "I  fully  understand 
the  implications  of  this  tax  reform  bill 
and  I  fully  support  every  change  in 
your  taxes."  And  can  we  look  our  con- 
stituents in  the  eye  and  say,  "I  guaran- 
tee this  tax  bill  is  not  a  prelude  to  a 
tax  raise,  and  I  promise  I  will  not  vote 
to  raise  your  taxes  next  year." 

None  of  us  can  make  that  pledge. 
This  tax  reform  is  a  sham  that  is  being 
ramrodded  through  Congress.  The 
only  thing  I  will  guarantee  is  that  I 
will  vote  against  this  tax  reform  fraud. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  3  minutes  to  the  gen- 
tleman from  North  Dakota  [Mr. 
DorganI 

Mr.  DORGAN  of  North  Dakota.  I 
thank  the  chairman  for  yielding. 

I  think  it  might  be  useful  in  the  con- 
text of  this  debate  to  ask  the  question 
why  tax  reform,  why  are  we  doing 
this?  The  answer  is  that  this  tax 
system  is  rotting  from  the  inside.  This 
tax  system  rewards  the  rich  and  penal- 
izes the  rest.  This  tax  system,  the  cur- 
rent tax  system  gives  us  a  situation 
where  the  wealthier  you  become,  the 
better  able  you  are  to  hire  the  best 
minds  in  America  to  figure  out  how 
you  can  avoid  your  taxes.  And  you  can 
deduct  the  payment  you  make  to 
those  people  that  tell  you  how  to 
avoid  your  taxes. 

The  result  has  been  an  overwhelm- 
ing number  of  big  corporations  earn- 
ing hundreds  of  millions  of  dollars  and 
paying  zero,  that  is  nothing,  in  Feder- 
al income  taxes. 

A  large  number  of  wealthy  Ameri- 
cans earning  millions  of  dollars  are 
paying  nothing  in  taxes;  yet  the 
middle  class  people  who  work  for  a 
living,  have  a  W-2  form,  take  their 


lunch  to  work,  have  to  pay  a  certain 
tax.  They  cannot  escape  it,  there  is  no 
flexibility,  no  alternative. 

So  we  need  to  reform  the  tax  system 
to  make  it  fair  system.  That  is  what 
this  is  all  about. 

This  bill  is  not  perfect.  I  do  not  like 
the  retroactivity,  I  do  not  like  the  top 
rate.  I  would  have  like  to  have  seen  a 
couple  of  more  rates.  But  despite  the 
fact  that  this  bill  is  not  perfect,  this 
bill  does  some  very  important  things. 
It  guts  tax  shelters.  We  win  the  battle 
against  tax  shelters  and  tax  gimmicks, 
for  a  change. 

This  bill  adopts  a  tough  certain  ex- 
acting minimum  tax.  We  are  not  going 
to  see  stories  about  this  corporation  or 
this  rich  fellow  or  this  rich  woman 
earning  a  major  amount  of  money  and 
paying  nothing  in  taxes. 

This  bill  will  lead  toward  investment 
decisions  in  this  country  to  be  made 
on  the  basis  of  where  the  best  return 
can  be  offered  on  that  investment 
dollar,  not  having  the  Government  as 
is  done  in  the  current  Tax  Code  pro- 
vide incentives,  deductions,  and  gim- 
miclu  and  preferences.  This  bill  makes 
sense. 

As  the  gentleman  from  Louisiana 
[Mr.  RoEMER]  said  from  the  inside, 
from  the  heart,  this  bill  is  sound,  good 
tax  reform.  It  will  restore  confidence 
once  again  in  the  minds  of  the  Ameri- 
can people  that  we  have  a  tax  system 
to  be  a  fair  system. 

So  I  hope  that  those  who  come  to 
this  floor  and  who  believe,  as  they 
have  stated,  that  the  keys  to  the  king- 
dom of  economic  growth  reside  in  the 
crevice  of  some  tax  preference  or  some 
gimmick,  understand  there  is  more  at 
stake  here  than  that.  What  is  at  stake 
here  is  us  demonstrating  to  the  Ameri- 
can people  that  we  are  willing  to  take 
the  tough  choices,  make  the  tough  de- 
cisions and  give  them  a  tax  system 
that  they  can  count  on,  that  is  fair, 
that  will  finance  this  government  in 
the  right  way. 

This  is  a  historic  debate,  and  you  are 
right,  not  all  of  this  bill  is  great.  There 
are  some  problems  with  it  but  it  moves 
in  the  right  direction.  Voting  "yes"  is 
the  right  decision.  Passing  this  bill  is 
the  right  thing  for  this  country  and  its 
future. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  1  minute  to  the  gentleman  from 
New  York  [Mr.  Wortley]. 

Mr.  WORTLEY.  Madam  Speaker, 
this  is  a  sweeping  bill  before  us,  and  I 
share  the  reservations  held  by  many 
of  my  colleagues  and  constituents.  But 
I  have  considered  the  bill  as  a  whole, 
and  I  intend  to  support  it.  Yes.  a  fa- 
vored deduction  is  lost  here,  or  an- 
other is  tightened  there.  But  these 
"losses"  pale  before  the  fact  of  the 
dramatic  cuts  that  will  be  made  in  the 
individual  and  business  tax  rates.  May 
I  remind  my  colleagues  that  a  full  80 
percent  of  Americans  are  expected  to 
be  paying  under  the  low  rate  of  15  per- 


cent. I  believe  that  the  Tax  Code 
should  be  a  means  of  obtaining  reve- 
nues in  the  simplest,  fairest,  and  least 
obtrusive  manner  possible,  rather 
than  a  means  of  rewarding  politically 
powerful  special  interest  groups. 

This  bill  is  profamily.  The  personal 
exemption  is  doubled  and  the  standard 
deduction  is  likewise  increased  to 
reduce  the  tax  burden  currently  shoul- 
dered by  hard-working  parents. 

The  bill  will  particularly  help  low- 
income  persons,  both  families  and 
single  individuals,  by  allowing  them  to 
keep  more  of  their  hard-earned 
money.  This  is  a  much  more  construc- 
tive way  to  ease  the  plight  of  the  poor 
than  to  force  them  to  rely  on  Govern- 
ment spending.  It  is  worthwhile  to 
note  that  the  American  Association  of 
Retired  Persons  and  the  Children's 
Defense  Fund  both  endorse  the  bill. 

Loopholes  are  closed  and  a  tough 
minimum  tax  is  imposed  on  the  very 
wealthy.  It  wasn't  too  long  ago  that 
my  constituents  were  outraged  be- 
cause of  news  stories  that  detailed 
how  wealthy  individuals  and  corpora- 
tions were  escaping  taxation  by  clever- 
ly manipulating  the  law.  Under  the 
tax  bill,  this  will  no  longer  take  place. 

The  most  important  tax  benefits  for 
middle-class  taxpayers  are  still  re- 
tained under  this  bill.  These  Include: 
the  deduction  for  mortgage  interest, 
the  deduction  for  State  and  local 
income  and  property  taxes,  the  credit 
for  child  care.  And.  although  some- 
what tightened  over  my  objections, 
the  deduction  for  IRA's  will  still  be 
available  to  most  taxpayers. 

True,  more  taxes  are  shifted  onto 
businesses  because  of  restrictions  or 
elimination  of  certain  tax  breaks.  But, 
when  compared  to  the  gross  national 
product,  businesses  are  currently 
paying  a  smaller  share  of  income  taxes 
than  in  the  last  25  years.  Many  large 
and  small  businesses  and  their  organi- 
zations—including General  Motors. 
General  Foods.  3M.  the  National  Fed- 
eration of  Independent  Business— sup- 
port tax  reform  because  they  see  it  as 
good  for  themselves,  their  employees, 
the  consumers,  and  the  entire  econo- 
my. 

Although  not  mentioned  by  the 
media,  tax  reform  will  also  encourage 
U.S.  businesses  to  keep  their  plants 
and  operations  in  the  United  States 
rather  than  moving  overseas.  This  is 
because  the  bill  limits  the  usefulness 
of  the  foreign  tax  credit  and  limits  tax 
avoidance  through  investments  in  tax 
haven  coimtries.  I  applaud  this  long 
overdue  action. 

This  bill  is  progrowth  and  its  pro- 
family,  and  it  is  certainly  an  improve- 
ment over  current  law  which  is  lit- 
tered with  loopholes  and  has  crushing 
high  tax  rates.  Some  fine  turning  may 
be  necessary  in  the  years  to  come,  but 
I  urge  my  colleagues  to  take  a  historic 
step  today  and  vote  for  tax  reform. 
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Mr.  ARCHER.  Madam  Speaker.  I 
yield  1  minute  to  the  gentleman  from 
Arkansas  [Mr.  Robinson]. 

Mr.  ROBINSON.  Madam  Speaker 
and  my  colleagues,  I  voted  for  the 
House  bill.  It  was  £in  eagle.  It  soared 
over  to  the  Senate,  the  other  body. 
The  other  body  took  it,  plucked  a 
couple  of  feathers,  clipped  its  wings, 
and  it  became  a  turkey. 

It  went  to  conference.  Out  of  the 
conference  it  became  a  buzzard.  Now 
when  this  passes,  the  buzzard  is 
coming  after  us,  the  middle-income 
earners.  I  have  looked  at  this  bill.  It 
benefits  the  very,  very  rich,  and  the 
very,  very  poor  but,  guess  what?  Those 
of  us  in  the  middle  once  again  are 
going  to  pay  the  bulk  of  all  the  taxes 
paid  in  this  country.  In  1987  you  get  a 
tax  increase.  In  1988,  when  you  are 
supposed  to  get  a  cut,  guess  what,  the 
Social  Security  taxes  go  up. 

I  urge  my  colleagues;  there  is  noth- 
ing in  this  bill  for  middle-class  Amer- 
ica. We  are  losing  our  good  deductions. 
We  are  getting  nothing  in  return.  Vote 
"no." 

Show  your  courage.  This  bill  is  not 
progrowth,  it  is  not  profamily,  it  is 
going  to  wreck  our  economy. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  2  minutes  to  the  gentleman  from 
Kentucky  (Mr.  Hubbard]. 

Mr.  HUBBARD.  Madam  Speaker,  I 
speak  in  opposition  to  H.R.  3838.  the 
Tax  Reform  Act  of  1985. 

The  most  unsettling  factors  fueling 
mounting  skepticism  about  the  Ros- 
tenkowski-Packwood.  925-page  tax 
overhaul  bill  are  the  huge  Federal  def- 
icit and  the  state  of  our  economy. 

There  is  a  growing  fear  that  this  tax 
bill  will  cause  disruption  in  an  already 
faltering  economy,  giving  way  to  reces- 
sion. 

F\irther,  this  tax  bill  is  a  revenue 
neutral  bill,  which  actually  will  add  to 
our  staggering  Federal  deficit. 

Yesterday  we  in  the  House  approved 
an  election  year  budget  bill  that  relies 
on  accounting  gimmicks,  asset  sales, 
and  user  fees  to  help  meet  the  necessi- 
ty of  passing  a  budget  bill  for  fiscal 
year  1987  beginning  October  1. 

Today  we're  passing  a  tax  bill  which 
is  overall  revenue  neutral. 

Actually,  this  925-page  bill  is  for  the 
Nation's  certified  public  accountants 
and  tax  lawyers  a  dream  come  true. 

Mr.  Speaker,  in  my  rural  24-country 
western  Kentucky  district,  my  con- 
stituents have  voiced  their  strong  op- 
position to  this  legislation.  Their  con- 
cern, like  many  expressed  today  on 
this  House  floor,  reflect  on  the  elimi- 
nation of  many  of  their  deductions, 
complications  rather  than  simplifica- 
tions in  understanding  the  925-page 
bill,  concern  over  who  was  favored  and 
who  was  penalized  by  transition  rules, 
and  the  potential  harm  this  measure 
will  inflict  on  our  Nation's  businesses 
and  economy. 
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This  tax  reform  package  will  actual- 
ly inflict  a  tax  increase  on  20  million 
people  according  to  estimates  by  the 
Joint  Tax  Committee.  A  longstanding 
key  component  to  our  Tax  Code  has 
been  the  concept  of  progressivity.  By 
eliminating  the  current  15  tax  brack- 
ets to  only  2  in  1988,  we  will  be  hard 
pressed  to  retain  progressivity. 

The  future  impact  of  this  legislation 
on  our  Nation's  economy  has  been 
judged  as  likely  to  cause  economic 
damage.  The  measure  is  thought  to 
reduce  investment— reducing  job  cre- 
ation, economic  expansion,  and  inter- 
national competitiveness. 

My  constituents  have  voiced  loud 
their  opposition  to  eliminating  many 
of  their  deductions.  Those  repealed, 
restricted,  or  altered  include  the  fol- 
lowing: 

The  sales  tax  deduction— this  vio- 
lates the  long  held  principle  that  the 
Federal  Government  does  not  tax 
income  that  has  been  spent  to  pay 
basic  State  and  local  taxes.  This  also 
creates  an  unfavorable  disparity  in 
treatment  between  residents  of  differ- 
ent States  and  how  those  States  raise 
revenues. 

The  medical  expenses  deduction- 
people  with  unusually  high  medical 
expenses  have  less  ability  than  others 
to  pay  taxes.  The  present  threshold  of 
5  percent  is  perfectly  adequate  to  dis- 
tinguish unusually  high  medical  costs, 
and  that  people  with  medical  expenses 
at  this  level  hardly  seem  to  be  in  a  po- 
sition to  absorb  a  tax  increase. 

Employee  business  expenses— the 
cost  of  certain  items— work  clothes, 
safety  equipment,  union  dues,  and  pro- 
fessional subscriptions— is  a  cost  of 
earning  an  income.  Of  course,  my  con- 
stituents and  I  see  no  fairness  in  elimi- 
nating this  deduction  and  retaining  an 
80  percent  deduction  of  business  meals 
and  entertainment. 

IRA  deduction— perhaps  one  of  my 
constituents'  most  popular  tax  deduc- 
tions and  tool  for  savings.  The  changes 
made  through  this  legislation  make 
the  IRA  available  for  those  generally 
not  able  to  afford  the  deduction.  The 
middle  income  wage  earner  will  find 
this  popular  and  effective  method  of 
saving  will  no  longer  have  the  tax  ad- 
vantages needed  to  plan  for  one's  re- 
tirement. 

Consumer  interest  deduction— the 
purchases  of  automobiles,  appliances, 
and  other  household  goods  are  likely 
to  suffer  due  to  this  change.  Many 
Americans  have  used  this  deduction  to 
alleviate  the  cost  associated  with 
making  one  of  these  purchases. 

Income  averaging— in  a  rural  district 
like  mine,  a  group  of  taxpayers  who 
are  already  hard  pressed  will  be  hard 
hit  again,  through  the  repeal  of 
income  averaging.  With  their  wide 
swings  of  income  from  year-to-year, 
the  American  farmers  will  find  their 
tax  liability  increasing  at  a  time  when 
other  problems  are  confronting  them. 


The  3-year  recovery  rule  repeal— this 
amounts  to  double  taxation  plain  and 
simple.  While  not  only  punitive  to 
Federal,  State,  and  local,  and  other 
workers  who  contribute  to  their  retire- 
ment, this  change  also  harms  those 
workers  who  are  preparing  to  retire. 
The  retroactivity  provision  of  the 
repeal  harms  workers  who  are  caught 
in  an  arbitrary  decisiorunaking  proc- 
ess. I  cannot  call  this  repeal  of  the  3- 
year  recovery  rule  tax  simplification 
and  fairness. 

Charitable  contributions  deduction— 
the  many  worthy  charities— the 
churches,  arts,  hospitals,  and  universi- 
ties—like my  alma  mater,  Georgetown 
College  of  Georgetown,  KY,  are  ex- 
pected to  suffer  losses  in  contributions 
due  to  this  change.  During  these  times 
when  Federal  spending  is  being  curbed 
for  programs  which  benefit  these 
charitable  receipients.  it  makes  little 
sense  to  compound  the  problem  by 
eliminating  this  deduction  for  non- 
itemizers. 

I  have  not  yet  touched  on  numerous 
other  provisions  which  will  adversely 
impact  my  constituents— like  the 
repeal  of  the  investment  tax  credit. 
The  already  beleagured  coal  indus- 
try—an important  industry  in  my  dis- 
trict—will suffer  due  to  the  loss  of  this 
provision. 

We  must  not  rush  to  approve  tax 
reform  legislation  which  is  flawed  and 
harmful  to  our  fragile  economy.  The 
wild  revenue  swings  put  forth  by  this 
legislation  will  draw  this  body  to  the 
unsavory  task  of  making  additional 
massive  cuts  in  defense  and  domestic 
spending  to  make  up  for  lost  revenues, 
or  call  for  a  tax  increase  on  our  al- 
ready overtaxed  constituents. 

Join  me  in  defeating  this  harmful 
measure  and  work  to  restore  real  tax 
simplification  and  fairness  to  our  Na- 
tion's Tax  Code. 

Mrs.  KENNELLY.  Madam  Speaker, 
I  yield  such  time  as  he  may  consume 
to  the  gentleman  from  Massachusetts 
[Mr.  Early]. 

Mr.  EARLY.  Madam  Speaker,  I  rise 
in  support  of  the  tax  bill. 

Mr.  KENNELLY.  Madam  Speaker,  I 
yield  2  minutes  to  the  gentleman  from 
California  [Mr.  Panetta]. 

D  1335 

Mr.  PANETTA.  Mr.  Speaker,  I  think 
all  of  us  acknowledge  that  we  do  not 
have  a  very  easy  choice  before  us. 
There  is  a  dilemma  here,  and  the  di- 
lemma is  choosing  between  the  com- 
fort of  protecting  the  existing 
system— we  know  what  the  existing 
system  is  all  about  with  its  inequities 
and  its  loopholes  and  its  credits  and 
deductions  and  bureaucracy— and 
choosing  to  take  the  gamble  of  tax 
reform  and  the  concerns  that  are  le- 
gitimately raised  any  time  you  engage 
in  the  kind  of  massive  comprehensive 
reform  of  the  Tax  Code. 
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I  think  that  gamble  is  worth  taking 
for  several  reasons.  One,  because  I  be- 
lieve that  individuals  and  corporations 
and  businesses  should  make  invest- 
ment decisions,  not  the  Federal  Gov- 
ernment through  credits  and  deduc- 
tions and  loopholes. 

Second.  I  think  the  gamble  is  worth 
taking  because  you  cannot  get  tax 
reform  unless  it  is  part  of  a  broad  com- 
prehensive package.  You  cannot  deal 
with  provisions  impacting  on  the  poor 
or  providing  for  a  minimum  tax  unless 
it  is  in  a  comprehensive  package.  In 
the  real  world,  those  who  argue  for 
pure  tax  reform  are  arguing  for  no 
reform  at  all. 

Third.  I  believe  that  this  gamble  is 
worth  taking  because  I  am  concerned 
about  dealing  with  the  deficit.  And  for 
those  of  us  who  are  concerned  about  it 
and  recognize  the  need  to  raise  reve- 
nues as  part  of  our  effort  to  deal  with 
the  deficit,  the  question  you  have  to 
face  is  this:  Do  you  raise  those  taxes 
based  on  the  present  unfair  and  in- 
equitable system  as  a  base,  or  do  you 
raise  those  taxes  based  on  tax  reform 
and  the  fairness  that  that  will  bring  to 
the  tax  system?  If  you  kill  tax  reform, 
you  hurt  the  chances  for  deficit  reduc- 
tion. 

Lastly.  I  believe  this  gamble  is  worth 
taking  because  if  there  are  particular 
concerns,  and  I  know  there  are,  surely 
we  as  representatives  of  the  people 
can  and  will  respond  to  those  particu- 
lar concerns.  Because  you  believe  it  is 
unfair  for  some,  do  not  reject  tax 
reform  and  make  it  imfair  for  all. 

For  those  reasons,  I  think  the  choice 
is  clear,  the  gamble  is  worth  taking  for 
the  people  and  for  the  Nation. 

The  SPEAKER  pro  tempore  (Mr. 
HucKABY).  The  time  of  the  gentleman 
from  California  has  expired. 

Mr.  DUNCAN.  Mr.  Speaker,  I  yield  1 
minute  to  the  gentleman  from  Arizona 
[Mr.  KoLBE]. 

Mr.  KOLBE.  Mr.  Speaker,  this  is  a 
historic  moment  for  the  Congress  and 
for  the  United  States.  It  has  been 
said— and  I  believe  with  considerable 
justification— that  this  is  the  most  sig- 
nificant policy  change  to  be  enacted 
by  the  Congress  of  the  United  States 
in  at  least  half  a  century.  It  is  not 
without  trepidation  that  we  go  for- 
ward into  these  uncharted  waters, 
where  no  economist,  however  saga- 
cious, and  no  computer  model,  howev- 
er sophisticated,  can  predict  with  cer- 
tainty how  the  American  economy  will 
react  to  this  sweeping  change. 

But  it  has  always  been  thus  for 
those  who  explore  the  unknown,  for 
those  who  seek  to  bring  change  that 
will  benefit  mankind.  While  we  look 
for  the  answers  to  the  questions  we 
ponder,  we  must  also  examine  what  we 
do  know  about  this  new  tax  policy  for 
America. 

There  is  much  to  be  said  for  this  bill. 
It  is  the  first  real  reform  in  the  Tax 
Code  we  have  seen  in  many,  many 


years.  At  last  we  have  made  a  step, 
and  a  large  one  at  that,  toward  a  Tax 
Code  which  is  based  upon  economic 
growth  rather  than  income  redistribu- 
tion. We  have  started  down  the  road 
to  a  tax  policy  that  promotes  growth, 
not  from  the  utilization  by  a  select  few 
of  special  loopholes  in  the  code,  but 
rather  a  policy  which  suggests  that 
growth  should  be  achieved  by  getting 
the  Tax  Code  out  of  the  way,  and  al- 
lowing business  and  personal  decisions 
to  be  based  upon  its  economic  worth, 
and  not  the  artificial  superstructure  of 
taxation.  We  take  a  giant  step  toward 
a  policy  in  which  the  millions  of  deci- 
sions that  must  be  made  every  day  in 
the  private  sector  can  begin  to  center 
around  what  makes  sense  in  terms  of 
real  life  situations,  and  not  whatever 
is  deemed  to  be  the  favorite  tax  incen- 
tive in  Washington  that  particular 
year. 

I  believe  this— the  recognition  of 
economic  worth  as  the  critical  element 
of  decisionmaking— is  the  very  core  of 
the  bill  now  before  this  body.  In  addi- 
tion, we  must  also  recognize  the  enor- 
mous impact  of  the  drastic  reduction 
in  marginal  rates  on  personal  returns 
from  50  percent  this  year  to  35  per- 
cent next  year,  and  28  percent  in  fiscal 
year  1988.  This  is  really  the  essence  of 
the  economic  principles  which  are  em- 
braced by  the  bill.  The  lower  we  bring 
the  effective  rate,  the  less  each  tax- 
payer must  seek  to  avoid  taxes,  and 
the  more  he  or  she  can  focus  their  at- 
tention on  the  highest  end  use  of  their 
disposable  income.  Making  this  type  of 
change  allows  the  elimination  of  spe- 
cial classifications  on  income,  such  as 
capital  gains.  These  changes  help  to 
rectify  the  inherent  bias  and  unfair- 
ness of  the  Tax  Code,  without  penaliz- 
ing those  individuals  whose  income  is 
not  from  wages  and  salary,  but  from 
capital— the  engine  of  growth. 

There  are  other  features  of  the  bill 
which  are  equally  positive.  It  removes 
over  6  million  low-income  Americans 
from  the  tax  rolls,  making  it  possible 
for  them  to  provide  for  themselves 
without  resort  to  welfare.  It  reduces 
the  number  of  tax  brackets  to  just 
two— and  with  that  change  brings 
enormous  simplification.  It  makes  sure 
that  corporations  that  make  profits 
and  individuals  who  have  income  will 
pay  taxes,  thus  helping  to  restore  tax- 
payer confidence  in  a  system  where 
confidence  has  been  badly  eroded. 

However  it  is  not  without  reserva- 
tion that  I  endorse  this  bill.  The  legis- 
lation is  very  far  from  perfect.  Many 
parts  of  it  are  less  than  desirable- 
some  are  patently  unfair.  Foremost 
among  such  provisions  is  the  retroac- 
tive removal  of  certain  tax  benefits  to 
persons  who  made  decisions  in  good 
faith  based  upon  tax  preferences  pre- 
viously structured  to  induce  certain  in- 
vestment behavior. 

Individuals  who  are  unfortunate 
enough  to  have  invested  in  certain  real 


estate  ventures,  or  are  Federal  retirees 
who  had  realistically  planned  to  retire 
under  the  exclusionary  rule,  are  justi- 
fiably angry  at  the  abrupt  changes 
forced  upon  them  by  this  bill.  These 
citizens  made  decisions  based  upon 
what  the  Tax  Code  specifically  provid- 
ed for.  For  that  same  Government  to 
now  tell  these  individuals  that  they 
are  to  be  penalized  for  their  actions 
because  the  tax  reformers  needed  to 
raise  revenues,  is,  I  believe,  a  breach  of 
confidence. 

In  addition,  there  are  literally  hun- 
dreds of  special  transition  rules  includ- 
ed in  this  bill  which  are  really  nothing 
more  than  gifts  of  immunity  from  the 
adverse  changes  brought  on  by  the  bill 
given  to  individuals  and  corporations 
who  are  fortunate  to  have  an  ear  in 
Congress.  To  tell  my  constituents  that 
they  are  going  to  lose  the  benefits  of 
the  rental  property  investment  or  re- 
tirement plans  they  have  made,  while 
other  individuals  or  corporations  will 
receive  special  consideration  flies  in 
the  face  of  fairness. 

Nevertheless,  two  steps  forward  and 
one  step  back  is  far  better  than  no 
steps  at  all.  Tax  reform,  real  tax 
reform,  has  been  sorely  needed  for  a 
long  time.  This  will  not  be  the  end  of 
the  process.  Rather,  it  should  be  seen 
as  the  firm  anchor  point  from  which 
we  can  extend  the  net  of  fair  taxation 
to  a  broader  cross-section  of  the  full 
economy.  Corporations  and  individuals 
in  all  income  classes  and  categories 
must  be  finally  brought  within  the  pa- 
rameters of  a  fair,  equitable,  and  pro- 
ductive Tax  Code— one  which  pro- 
motes growth,  which  allows  for  deci- 
sions based  upon  economic  choice,  and 
most  of  all,  is  fair  to  all  of  the  citizens 
of  our  country.  Tax  reform  is  not 
dead.  We  will  revisit  the  Tax  Code 
again  and  again  in  the  years  to  come. 
Let  us  be  sure  that  we  do  it  in  a 
manner  that  will  benefit  all  of  us.  not 
just  a  few  of  us. 

Mr.  DUNCAN.  Mr.  Speaker.  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  New  York  [Mr.  Boeh- 

LERTl. 

Mr.  BOEHLERT.  Mr.  Speaker.  I  rise 
in  support  of  the  bill,  and  I'm  proud  to 
be  here  to  witness  a  victory  for  fair- 
ness, as  well  as  a  once-in-a-lifetime 
achievement  for  this  body. 

As  an  aside.  I  just  want  to  say  that 
in  my  nearly  20  years  on  Capitol  Hill 
as  a  staffer  and  now  as  a  Member  of 
Congress.  I  have  never  seen  a  legisla- 
tive achievement  which  brings  more 
credit  to  this  battered  institution.  For 
once,  we  took  on  the  special  interests, 
with  a  clear  goal  in  mind,  without  any 
crisis  motivating  our  constituency,  and 
against  all  odds  we've  largely  met  our 
goal.  The  President's  strong  leadership 
made  it  possible,  but  we  did  the  deed. 
It's  a  refreshing  reminder  that  the 
system  still  works. 


We  can  ai 
Sure,    it's 
debate,  we' 
tions  agains 
in  my  case, 
the  danger 
and  local  ta 
on  higher  e( 
to  save  anc 
burdens  to  1 
and  local  i 
hurting  in 
won't  rest 
correct  thei; 

I'm  also  \ 
Govemmen 
contract  wi 
far  as  I'm  a 
ment  is  not 
its  contract 
after  Pederi 
taken  so  m 
ployer.  I'm 
with  my  fi 
Ohio,  Mary 
a  bill  which 
support,  an 
3-year  basis 
ployees  who 
1986. 

But  aside 
No.  1  criteri 
new  laws,  ts 
fair  for  peo 
New  York, 
it's  importa 
everybody 
under  the 
dropping    r 
taking  awaj 
by  the  peo 
and  the  lav 
an  enormot 
tion 

H.R.  383e 
possible  in 
greater  fain 
ing  all  Amei 
doubt  we're 
urge  my  co 
this  historic 

Mr.  ARCK 
minute  to  tl 
nia  [Mr.  Dai 

Mr.  dan: 
the  people  c 
ing  that  is  r 
under  contri 

I  would  h 
the  well  of 
about  the  ii 
tutional  air 
budget.  We 
the  leaders! 
the  control  ( 
want  that  tc 

I  would  li 
the  well  of 
voting  for  t 
deficit  for 
would  rein 
Gramm-Ruc 
tory  spend! 
struck  out  b 
but  we  are  i 


UMI 


September  25,  1986 


CONGRESSIONAL  RECORD— HOUSE 


26239 


Tally  hiin- 
iles  includ- 
lly  nothing 
y  from  the 
by  the  bill 
trporations 
an  ear  in 
uents  that 
benefits  of 
lent  or  re- 
lade,  while 
ations  will 
)n  flies  in 

jrward  and 
T  than  no 
,  real  tax 
eded  for  a 
the  end  of 
lid  be  seen 
rom  which 
lir  taxation 
of  the  full 
individuals 

categories 
hin  the  pa- 
e,  and  pro- 
vhich  pro- 
rs  for  deci- 
choice,  and 
the  citizens 
)rm   is   not 

Tax  Code 
rs  to  come, 
do  it  in  a 
1  of  us,  not 

ker.  I  yield 
ume  to  the 
[Mr.  BoEH- 

iaker,  I  rise 
'm  proud  to 
ry  for  fair- 
n-a-lifetime 

to  say  that 
Capitol  Hill 
Member  of 
tn  a  legisla- 
irings  more 
itution.  For 
al  interests, 
vithout  any 
tuency,  and 
ely  met  our 
;  leadership 
id  the  deed. 
ir  that  the 


We  can  also  be  proud  of  the  result. 
Sure,  it's  not  perfect.  During  the 
debate,  we've  all  taken  strong  posi- 
tions against  one  provision  or  smother; 
in  my  case,  I'm  most  concerned  about 
the  dangerous  compromise  on  State 
and  local  tax  deductibility;  the  impact 
on  higher  education;  new  disincentives 
to  save  and  invest;  and  the  difficult 
burdens  to  be  faced  by  heavy  industry 
and  local  governments.  We're  really 
hurting  in  these  areas  already,  and  I 
won't  rest  until  we've  done  more  to 
correct  their  problems. 

I'm  also  unhappy  that  the  Federal 
Government  is  breaking  its  pension 
contract  with  Federal  employees.  As 
far  as  I'm  aware,  the  Federal  Govern- 
ment is  not  in  the  habit  of  ripping  up 
its  contracts,  and  we  shouldn't  now 
after  Federal  employees  have  already 
taken  so  much  abuse  from  their  em- 
ployer. I'm  joining  together  today 
with  my  friend  and  colleague  from 
Ohio,  Mary  Rose  Oakar,  to  introduce 
a  bill  which  already  enjoys  bipartisan 
support,  and  which  will  reinstate  the 
3-year  basis  recovery  period  for  em- 
ployees who  retired  on  or  after  July  1, 
1986. 

But  aside  from  these  objections,  my 
No.  1  criterion  is  fairness:  whether  the 
new  laws,  taken  together,  will  be  more 
fair  for  people  in  the  25th  District  of 
New  York,  and  all  Americans.  While 
it's  important  to  remember  that  not 
everybody  will  come  out  wirmers 
under  the  bill,  most  people  will.  By 
dropping  rates  for  everybody  and 
taking  away  many  of  the  breaks  used 
by  the  people  with  the  accountants 
and  the  lawyers,  the  bill  before  us  is 
an  enormous  step  in  the  right  direc- 
tion 

H.R.  3838  is  the  best  compromise 
possible  in  pursuit  of  a  worthy  goal: 
greater  fairness  in  the  basic  law  affect- 
ing all  Americans.  For  once,  I  have  no 
doubt  we're  on  the  right  road,  and  I 
urge  my  colleagues  to  vote  "aye"  on 
this  historic  piece  of  legislation. 

Mr.  ARCHER.  Mr.  Speaker,  I  yield  1 
minute  to  the  gentleman  from  Califor- 
nia [Mr.  Dannemeyer]. 

Mr.  DANNEMEYER.  Mr.  Speaker, 
the  people  of  this  country  want  spend- 
ing that  is  now  out  of  control  brought 
under  control. 

I  would  have  preferred  to  stand  in 
the  well  of  the  House  today  talking 
about  the  impending  vote  on  a  consti- 
tutional amendment  to  balance  the 
budget.  We  are  not  doing  that  because 
the  leadership  of  this  House,  under 
the  control  of  the  Democrats,  does  not 
want  that  to  happen. 

I  would  like  to  be  standing  here  in 
the  well  of  the  House  talking  about 
voting  for  the  threshold  level  for  the 
deficit  for  fiscal  year  1987,  which 
would  reinstate  the  provision  of 
Gramm-Rudman  resulting  in  manda- 
tory spending  reductions  that  was 
struck  out  by  the  U.S.  Supreme  Court, 
but  we  are  not  doing  that  because  the 


Democratic  leadership  does  not  want 
us  to  vote  on  that. 

I  would  like  to  be  standing  in  the 
well  of  the  House  talking  about  cut- 
ting at  least  $36  billion  to  $38  billion 
out  of  spending  as  a  means  of  reducing 
the  deficit,  but  we  cannot  do  that  be- 
cause the  Democratic  leadership  does 
not  want  to  bring  that  to  a  vote  either. 

We  are  being  diverted  in  our  atten- 
tions by  a  tax  bill  that  has  good  and 
bad.  I  am  going  to  be  voting  in  opposi- 
tion to  it,  because  I  do  not  think  it  is 
going  to  deliver  what  is  being  prom- 
ised. 

My  reasons  are  as  follows: 

Mr.  Speaker,  few  things  in  govern- 
ment are  as  disappointing  and  discour- 
aging as  a  good  idea  gone  bad.  Such  is 
the  case  with  the  tax  reform  bill.  Here 
is  an  issue  of  noble  intentions  and 
sound  promise  which,  after  the  machi- 
nations of  both  Senate  and  House,  ree- 
merges  as  an  ill-concealed  tax  increase 
which  threatens  to  inflict  more  harm 
than  good. 

The  basic  premise  behind  tax  reform 
was  lower  marginal  tax  rates  and  the 
closing  of  many  loopholes  which  un- 
dermined the  tax  system.  Rates  are  re- 
duced under  the  new  bill:  individuals 
will  see  the  current  50  percent  maxi- 
mum replaced  by  a  two-tiered  struc- 
ture of  15  and  28  percent;  corporations 
will  have  the  current  46  percent  maxi- 
mum replaced  by  34  percent.  And 
many  deductions  which  enabled  thou- 
sands of  taxpayers  to  avoid  paying 
taxes  are  eliminated  or  reduced. 

Unfortunately,  th^se  attainments 
were  sabotaged  by  the  politically  moti- 
vated desire  to  increase  revenues.  The 
bill  generates  $11  billion  in  revenue  in 
1987,  which  is  used  to  reduce  the  pro- 
jected deficit  and  thereby  nullify  the 
need  to  cut  spending.  The  fiscal  year 
1987  deficit  is  limited  to  $144  billion 
by  Gramm-Rudman-HoUings;  it  can 
actually  exceed  that  figure  by  $10  bil- 
lion before  automatic  sequestration  is 
triggered,  so  that  the  target  deficit  is 
really  $154  billion.  Current  estimates 
by  the  Office  of  Management  and 
Budget  and  the  Congressional  Budget 
Office  project  the  fiscal  year  1987  defi- 
cit to  be  $163.4  billion— $9.4  billion 
above  the  target.  If  the  tax  bill  brings 
in  $11  billion,  there  will  be  no  need  to 
cut  spending. 

Of  course,  in  order  to  raise  revenue, 
many  provisions  in  the  tax  bill  have 
been  designed  to  minimize  deductions 
and  maximize  payments.  In  the  proc- 
ess, much  harm  is  done.  Many  of  the 
incentives  to  stimulate  savings  and  in- 
vestment contained  in  the  1981  Eco- 
nomic Recovery  Tax  Act  are  reversed. 
Since  the  summer  of  1982,  10  million 
new  jobs  have  been  created,  jobs 
which  are  now  threatened  under  the 
guise  of  "reform." 

Probably  the  worst  aspect  of  the  tax 
bill— and  certainly  the  most  inherently 
unfair— is  the  retroactive  effective 
dates  of  many  of  the  bill's  provisions. 


Individual  rates  attain  the  28  percent 
maximum  level  in  1988,  but  several  de- 
ductions—State sales  tax— are  elimi- 
nated in  1987.  The  investment  tax 
credit  is  repealed  effective  January  1, 
1986,  but  corporate  rates  are  not  re- 
duced to  34  percent  until  July  1.  1987. 

Another  area  of  concern  exists  with 
IRA  and  pension  provisions.  Although 
the  $2,000  exemption  per  individual 
for  an  IRA  is  retained,  this  exemption 
is  phased  out  for  incomes  between 
$25,000  and  $35,000  for  an  individual 
and  between  $40,000  and  $50,000  for  a 
joint  return.  A  majortiy  of  families 
earning  over  $50,000  have  IRA's  so  the 
potential  impact  is  very  large.  More- 
over, a  $7,000  cap  is  imposed  upon 
those  with  both  an  IRA  and  a  quali- 
fied pension  plan,  such  as  a  401(k).  A 
case  can  be  made  for  limiting  the  tax 
exemption  for  wealthy  taxpayers  who 
enjoy  multiple  retirement  plans,  but 
this  approach  is  counterproductive. 
We  ought  to  encourage  voluntary  sav- 
ings toward  retirement;  by  penalizing 
it  we  only  place  increased  pressure  on 
the  already  over-burdened  Social  Secu- 
rity system. 

An  additional  counterproductive  ele- 
ment is  the  elimination  of  the  charita- 
ble contribution  deduction  for  non- 
itemizers.  More  contributions  were  re- 
ceived as  a  consquence  of  the  enact- 
ment of  the  nonitemizer  deduction 
than  from  the  lower  rates  resulting 
from  the  1981  tax  cut.  It  is  estimated 
that  elimination  will  cost  charities  $6 
billion.  Obviously,  a  loss  of  such  mag- 
nitude will  place  further  pressure  on 
the  Federal  Government  to  appropri- 
ate more  money  for  social  and  welfare 
programs.  So  where  do  the  taxpayers 
save  my  money? 

The  tax  bill  also  heads  in  the  wrong 
direction  in  its  treatment  of  capital 
gains.  Our  trade  deficit  continues  to 
worsen.  Many  U.S.  business,  especially 
those  in  manufacturing,  find  it  in- 
creasingly difficult  to  compete  due  to 
high  operating  costs  and  the  expense 
of  capitalization.  We  are  at  a  particu- 
lar disadvantage  in  comparison  to 
West  Germany  and  Japan,  where  the 
business  climates  are  enhanced  by  the 
lack  of  capital  gains  taxes.  But  instead 
of  encouraging  investment  and  plant 
revitalization.  we  intend  to  increase 
the  capital  gains  tax  from  20  percent— 
50  percent  applied  to  the  net  after  the 
60  percent  exclusion— to  28  percent. 
Not  only  does  this  affect  industry,  it 
also  impacts  the  elderly,  many  of 
whom  rely  on  investments  to  provide 
for  retirment.  This  is  poor  policy. 

The  Tax  Reform  Act  of  1986  is  pro- 
moted as  helping  the  middle  class.  But 
if  the  loss  of  incentives  results  in  a  loss 
of  jobs,  a  cut  in  tax  rates  won't  mean  a 
thing.  What  good  is  a  reduced  income 
tax  when  there  is  no  income?  It  is  a 
good  idea  gone  bad.  And  that  is  a 
tragic  loss. 
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Mrs.  KENNELLY.  Mr.  Speaker.  I 
yield  1  minute  to  the  gentleman  from 
Texas  [Mr.  Pickle]. 

Mr.  PICKLE.  Mr.  Speaker.  I  thank 
the  gentlewoman  for  yielding  this 
time  to  me. 

Mr.  Speaker,  in  the  pending  meas- 
ure, a  provision  was  added  that  would 
allow  taxpayers  to  make  deductible 
charitable  contributions  to  certain 
schools  even  though  those  taxpayers 
receive  certain  preferred  seating  ar- 
rangements in  an  athletic  stadium. 
That  measure  was  put  in  by  the  other 
body,  and  a  school  in  my  district  was 
also  added  to  the  list. 

I  think  the  inclusions  was  made  to 
say  to  the  Internal  Revenue  Service 
that  it  should  not  raise  questions 
where  charitable  contributions  are 
tied  into  ticket  purchases. 

So  I  would  hope  that  everbody  will 
understand  that  my  intent  is  not  to  in- 
clude just  two  schools  and  no  others. 
In  my  opinion,  it  should  include  all 
schools,  because  the  practice  of  chari- 
table giving  to  universities  is  not  an 
improper  one  and  it  should  be  contin- 
ued and  encouraged.  I  just  wanted  to 
make  the  record  plain  that  I  think 
this  should  apply  to  all  the  school  in- 
volved, anywhere  in  the  country. 

Mr.  DUNCAN.  Mr.  Speaker.  I  yield  2 
minutes  to  the  gentlewoman  from  Illi- 
nois [Mrs.  Martin]. 

Mrs.  MARTIN  of  Illinois.  Mr.  Speak- 
er, yesterday  a  bright  and  experienced 
Member  of  the  House  said  he'd  vote 
for  the  tax  bill— if  it  were  losing.  He'd 
vote  against  it  if  it  were  winning.  He 
was  repeating  that  sage  political 
advice:  "Don't  be  on  the  prevailing 
side  on  a  tough  issue."  But  somehow, 
shrewdness  may  not  be  enough  this 
time. 

But  what  should  we  do?  The  bill  has 
some  real  jimk  and  even  the  gnomes 
of  Zurich  can't  figure  out  the  transi- 
tion rules.  I'm  getting  credit  for  one 
and  blamed  for  one  and  I  don't  under- 
stand either  of  them. 

The  bill  zaps  the  ITC;  my  district 
has  machine  tool  industries  and  a  steel 
mill.  It  curtails  consumer  interest  de- 
ductions and  I  have  a  Chrysler  plant; 
farm  groups  oppose  the  bill;  I  have 
twice  as  many  cows  as  any  other  dis- 
trict in  the  State.  It  may  take  the 
working  poor  off  the  tax  rolls,  but 
common  wisdom  says  they  probably 
won't  vote  for  me.  a  Republican, 
anyway. 

So  I  think  I  should  vote  "no."  I  can 
hear  myself  on  the  speech  circuit:  "I 
can't  vote  for  a  bill  that  would  hurt 
(blank);  I  won't  vote  for  a  bill  that  de- 
stroys (blank)";  I  can  use  any  town  or 
company  or  individual  to  fill  in  those 
blanks. 

But  when  I  tried  to  write  that 
speech,  I  couldn't  do  it. 

I  found,  as  worried  as  I  am  about 
what  this  bill  does.  I  am  even  more 
worried  about  the  current  code.  Those 
speaking  against  the  tax  bill  keep  talk- 


ing about  what  should  be  different 
about  it.  The  choice  today  is  not  be- 
tween this  bill  and  a  perfect  bill;  the 
choice  is  between  this  bill,  and  the 
death  of  tax  reform.  If  we  do  not  seize 
this  opportunity,  we  will  insure  the 
final  and  i>ermanent  victory  of  the 
special  interests;  the  Tax  Code  will 
forever  be  their  domain.  For  my  dis- 
trict and  Nation.  I  cannot  allow  that 
to  happen. 

Our  system  relies  on  voluntary  com- 
pliance and  too  many  men  and  women 
believe  there  is  no  fairness  or  equity  in 
the  current  code.  There  is  only  fertile 
feeding  grounds  for  the  sharp-nosed 
accountant  or  the  high-priced  tax 
lawyer. 

So  we  must  face  the  uncertainties  of 
this  bill  to  provide  an  opportunity  for 
a  better  and  fairer  tomorrow. 

It  means  a  "yes"  to  this  imperfect 
bill  from  imperfect  people  in  an  imper- 
fect system. 

But  a  "yes"  is  the  right  vote. 

The  SPEAKER  pro  tempore  (Mrs. 
Long).  The  time  of  the  gentlewoman 
from  Illinois  [Mrs.  Martin]  has  ex- 
pired. 

Mr.  DUNCAN.  Madam  Speaker.  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Arizona  [Mr. 
McCain]. 

Mr.  McCAIN.  Madam  Speaker,  I  rise 
today  in  favor  of  the  tax  reform  bill. 
However.  I  do  believe  some  changes 
should  be  made  before  this  legislation 
becomes  law. 

I  think  everyone  would  agree  that 
our  present  tax  structure  needs  an 
overhaul.  We  have  heard  the  horror 
stories  about  profitable  corporations 
who  actually  receive  tax  rebates  from 
the  Government  and  about  million- 
aires who  pay  no  taxes.  These  kinds  of 
stories,  plus  the  sheer  complexity  of 
the  Tax  Code,  have  seriously  eroded 
public  confidence  in  the  system.  This 
erosion  has  the  potential  for  national 
disaster.  Our  system  is  based  on  volun- 
tary compliance  with  our  tax  laws.  If 
this  attitude  breaks  down,  we  could  in- 
crease the  IRS  budget  IRS  tenfold  and 
still  not  collect  the  necessary  revenue 
to  run  the  Government.  It  is  essential 
that  we  restore  public  confidence  in 
our  tax  structure. 

In  my  opinion,  this  tax  reform  legis- 
lation goes  a  long  way  toward  return- 
ing the  tax  system  to  the  purpose  for 
which  it  exists,  to  raise  revenues  for 
the  Government.  In  the  last  few  dec- 
ades we  have  seen  the  tax  system  em- 
ployed for  every  conceivable  purpose 
from  punishing  the  rich,  to  expanding 
beef  herds,  to  insulating  homes 
against  the  cold.  I  am  sure  all  of  the 
authors  of  the  various  tax  breaks  had 
good  intentions  and  laudable  goals. 
However,  the  plethora  of  tax  breaks 
slipped  into  the  code  created  a  patch- 
work revenue  system  and  skewed  our 
economic  judgment  by  injecting  non- 
economic  factors  into  the  decision- 
making process. 


When  I  reviewed  this  document.  I 
asked  myself  one  question.  Is  this 
system  better  than  what  we  have  now? 
My  conclusion  was.  yes,  this  will  result 
in  a  fairer  Tax  Code.  It  reduces  the 
burden  on  those  individuals  struggling 
to  escape  poverty,  it  makes  it  more  dif- 
ficult for  the  rich  to  dodge  taxes,  and 
it  would  tend  to  make  people  with  like 
incomes  pay  like  taxes.  Perhaps  most 
importantly,  it  focuses  economic  deci- 
sions on  economic  factors,  not  tax  con- 
sequences. Competitive  markets  will 
make  the  business  decisions,  and  not 
the  conunittees  of  Congress. 

Let  me  mention  a  few  of  the  aspects 
which  I  found  most  appealing.  First  is 
the  reduction  in  brackets  from  14  to  2, 
with  80  percent  of  all  Americans  in 
the  15-percent  bracket.  I  have  heard 
some  criticize  this  change  on  the  basis 
of  a  loss  in  progressivity  in  our  tax 
system.  I  believe  in  a  progressive  tax 
structure,  but  the  truth  of  the  matter 
is  that  wealthy  individuals  were  so 
successful  in  using"  the  many  tax 
breaks  that  the  effective  tax  rate  for 
those  earning  $200,000  or  more  was 
22.5  percent. 

Second,  the  bill  is  profamily  in  that 
it  nearly  doubles  the  personal  exemp- 
tion, substantially  increases  the  stand- 
ard deduction,  retains  the  child  care 
credit,  and  indexes  the  code  for  infla- 
tion to  guard  against  tax  increases  via 
inflation.  It  is  also  an  antipoverty  pro- 
gram, as  it  increases  the  earned 
income  credit  for  lower  income  tax- 
payers with  children  and  removes  6.5 
million  working  poor  from  the  tax 
rolls.  I  believe  this  will  be  an  incentive 
for  many  to  get  off  welfare  and  into 
the  work  force. 

Additionally,  it  retains  the  mortgage 
interest  deduction  for  first  and  second 
homes  as  well  as  retaining  the  deduct- 
ibility of  State  and  local  property 
taxes.  It  also  excludes  health  insur- 
ance benefits  from  taxable  income.  I 
believe  it  entirely  appropriate  for  the 
Federal  Government  to  pay  special  at- 
tention to  the  home  and  health  of 
working  Americans. 

On  the  business  side,  it  retains  the 
research  and  development  tax  credit, 
so  crucial  to  our  economic  future,  as  a 
20-percent  credit,  and  it  enacts  a  stiff 
new  20-percent  minimum  tax.  Few  cor- 
porations or  wealthy  individuals  will 
be  able  to  avoid  paying  taxes.  Most  of 
all.  it  encourages  people  to  work,  to 
produce,  as  they  will  know  that  they 
will  be  able  to  keep  at  least  72  cents  of 
every  additional  dollar  they  make. 
This  is  a  far  cry  from  the  time  before 
President  Reagan  took  office,  when 
the  Government  took  up  to  70  cents  of 
each  additional  dollar  earned. 

As  with  any  effort  of  this  magni- 
tude, there  are  bound  to  be  flaws;  this 
bill  is  no  exception.  I  believe  it  could 
be  improved  in  the  following  ways. 

I  believe  that  20  million  Americans 
in  the  public  sector  who  planned  their 
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retirement  on  the  3-year  basis  recov- 
ery rule  should  not  have  this  taken 
away  from  them.  This  Congress  has  al- 
ready used  Federal  employees  too 
often  as  the  scapegoats  for  various 
problems  and  I  think  we  have  asked 
that  they  carry  more  than  their  fair 
share  of  the  burden  in  our  efforts  at 
deficit  reduction.  Now  we  are  asking 
them  to  pitch  in  a  little  extra  for  tax 
reform.  This  is  not  fair.  Perhaps  this 
system  should  be  changed,  but  not  for 
those  who  have  acted  with  justified  re- 
liance on  its  existence.  The  retroactive 
nature  of  this  provision  is  odious. 
Those  at  or  near  retirement  should  be 
grandfathered  in  any  change. 

Since  this  apparently  will  not 
happen,  I  intend  to  support  legislation 
to  reverse  this  outcome.  It  is  my  un- 
derstanding that  the  gentlewoman 
from  Ohio  [Ms.  Oakar]  is  preparing 
legislation  to  this  end  and  it  is  my  in- 
tention to  cosponsor  and  actively  work 
for  its  passage. 

Although  the  charitable  contribu- 
tion deduction  for  itemizers  was  re- 
tained, the  deduction  for  nonitemizers 
was  eliminated.  This  disappoints  me.  I 
have  seen  studies  which  indicate  chari- 
table giving  may  drop  by  20  percent 
and  this  is  very  disturbing.  Further,  I 
do  not  see  why  the  rich  should  receive 
a  Government  subsidy  for  giving  while 
the  average  American  does  not.  I 
would  restore  this  deduction. 

The  cutbacks  in  deductions  for  re- 
tirement income,  IRA's,  401(k)'s,  and 
the  like.  I  believe  are  misplaced.  I 
think  Congress  made  a  wise  choice 
when  they  opted  to  promote  individ- 
ual retirement  plans  as  a  means  of 
easing  the  burden  on  Social  Security 
and  increasing  our  Nation's  savings 
rate.  This  change  could  threaten  the 
financial  security  of  our  senior  citizens 
and  our  future  retirees.  As  a  result,  I 
believe  the  IRA  deduction  should  be 
retained  as  in  current  law. 

As  a  State  experiencing  unprece- 
dented growth,  Arizona  needs  afford- 
able housing.  While  the  tax  breaks  the 
real  estate  industry  presently  receives 
may  be  excessive,  I  am  concerned  that 
we  went  too  far.  I  have  seen  studies 
that  predict  a  15-to-20-percent  in- 
crease in  rents.  This  is  not  good  news 
for  the  one-third  of  all  Americans  who 
rent. 

I  do  not  believe  that  those  individ- 
uals who  invested  in  the  so-called  lim- 
ited partnerships  were  treated  fairly. 
While  this  deduction  had  gotten  out 
of  hand,  many  Americans  invested 
their  hard  earned  dollars  on  the  basis 
of  present  law.  Overnight  we  have 
zapped  those  investments.  In  my  opin- 
ion, we  should  have  phased  in  the 
changes.  Many  housing  developments, 
shopping  centers,  and  apartment 
buildings  could  be  placed  in  jeopardy, 
resulting  in  a  crisis  akin  to  the  current 
farm  problem.  Many  financial  institu- 
tions which  are  heavily  involved  in 
this  area  could  be  turned  into  proper- 


ty managers  and  developers,  tasks 
they  probably  are  not  equipped  to 
handle.  Congress  should  extend  more 
favorable  transition  treatment  to 
these  investments. 

The  last  concern  I  will  mention  is 
the  effect  this  bill  may  have  on  capital 
formation,  due  to  the  elimination  of 
the  capital  gains  differential.  Practi- 
cally all  of  the  net  new  jobs  in  our 
country  come  from  small  businesses. 
Most  of  these  are  formed  by  small 
groups  of  people  who  move  daringly 
into  irmovative  things  which  often 
have  a  short  shelf  life  before  they  are 
overwhelmed  by  still  newer  irmova- 
tions.  So-called  venture  capitalists  pro- 
vide the  majority  of  funds  for  these 
new  companies.  They  are  the  people 
willing  to  gamble  on  an  unknown 
rather  than  receive  the  safe,  if  not 
spectacular,  return  of  an  investment 
in  IBM  or  Motorola.  America  must 
remain  economically  irmovative  if  she 
is  to  remain  competitive  at  home  and 
especially  abroad.  I  believe  the  capital 
gains  differential  should  be  retained  in 
some  fashion. 

I  realize  that  these  changes  will  cost 
us.  It  would  be  easy  to  propose  them 
without  saying  how  we  should  pay  for 
them.  However,  this  would  be  intellec- 
tually dishonest  so  I  will  attempt  to 
point  out  some  areas  we  could  tap. 
The  first  place  I  would  look  is  the  so- 
called  surtax.  Taxpayers,  married 
filing  jointly,  with  taxable  income  be- 
tween $71,900  and  $149,250,  will  actu- 
ally be  paying  a  top  marginal  rate  of 
32  percent.  I  see  no  reason  not  to 
extend  that  rate  to  those  making  in 
excess  of  $149,250.  I  find  nothing  mag- 
ical about  two  versus  three  rates,  and  I 
find  it  much  more  fair  to  simply  create 
a  third  rate. 

The  second  place  I  would  look  is  in 
the  various  special  breaks  contained  in 
the  law  for  shopping  centers,  sports 
complexes.  Fortune  500  companies, 
and  the  like.  The  Tax  Code  is  a  na- 
tional document  and  its  benefits  as 
well  as  its  burdens  should  be  national 
in  scope.  While  some  of  these  provi- 
sions are  no  doubt  legitimate,  many 
benefit  only  a  select  few.  They  should 
be  traded  in  for  the  greater  good. 

In  closing.  Madam  Speaker,  I  would 
like  to  extend  my  congratulations  and 
express  my  deep  appreciation  to  the 
various  individuals  who  worked  so 
hard  on  this  legislation.  I  believe  they 
made  a  good  effort  at  effecting  true 
reform  and  they  accomplished  their 
goal  to  a  great  extent.  The  legislation 
before  us  today  would  create  a  more 
fair,  more  simple,  more  respectable 
Tax  Code  than  we  have  today. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  10  minutes  to  my  valued  and  es- 
teemed colleague,  a  member  of  the 
Ways  and  Means  Committee  who  has 
been  active  in  efforts  at  understanding 
this  bill,  the  gentleman  from  Illinois 
[Mr.  Crane]. 


Mr.  CRANE.  Madam  Speaker,  this 
debate  focuses  really  on  three  funda- 
mental criteria  set  forth  by  the  Presi- 
dent early  on  in  his  call  for  a  reforma- 
tion of  an  antiquated,  Byzantine,  in- 
equitable and  antigrowth  oriented  Tax 
Code,  namely,  simplicity,  fairness,  and 
growth. 
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We  can  all,  as  a  body.  Democrats, 
Republicans,  vegetariaru,,  agree  that 
those  are  outstanding  qualities  in  any 
Tax  Code. 

On  the  question  of  simplicity,  how- 
ever, we  all  know  that  that  is  a  farce. 
We  have  seen  this  2,000-page  docu- 
ment that  we  are  going  to  be  asked  to 
vote  on  today  and  the  CPA's  say  that 
it  will  probably  double  the  amount  of 
time  requisite  for  making  up  your  tax 
forms,  and  you  will  lose  your  deduc- 
tion that  today  you  enjoy  for  having 
those  forms  made  up. 

On  the  fairness  question,  I  think  the 
one  most  offensive  component  of  this 
bill  that  has  not  been  properly  ad- 
dressed by  those  who  are  champions 
of  the  bill,  except  for  our  distin- 
guished chairman  of  the  Ways  and 
Means  Committee,  Mr.  Rostenkow- 
SKi,  is  the  retroactive  application  of 
changes  in  the  code.  Our  distinguished 
chairman  has  publicly  expressed  his 
total  disapproval  of  that,  and  I  think 
quite  properly  so. 

On  the  other  hand,  he  felt  in  the 
process  of  negotiating  through  a  con- 
ference, that  there  were  certain  con- 
cessions he  had  to  make  to  the  other 
body  and  in  the  process  of  making  the 
concessions,  we  got  these  vaunted 
rates,  but  the  tradeoff  was  preserva- 
tion of  fundamental  unfairness  in  the 
code. 

We  try  and  impress  upon  our  kids 
the  importance  of  living  up  to  their 
word.  We  assume,  in  our  good  faith  re- 
lationships with  one  another,  that  we 
should  be  able  to  take  a  man  at  his 
word;  that  his  word  is  his  bond. 

Now,  there  are  good  people  out 
there  who  took  advantage  of  these  so- 
called  tax  loopholes  in  the  code.  I 
would  not  have  put  the  loopholes  in 
the  code  in  the  first  place  and  it  has 
resulted  in  overconstruction  of  office 
space,  multifamily  housing,  what  have 
you.  But  the  fact  of  the  matter  is  Con- 
gress, in  its  infinite  wisdom,  put  those 
provisions  in  the  code  and  people  in 
good  faith,  acting  on  what  was  the 
law,  made  solemn  commitments  and 
they  are  in  a  position  now  to  take  a 
bath. 

In  addition  to  that,  there  are  people 
who  make  contractual  commitments 
based  upon  the  investment  tax  credit. 
Yet,  we  have  retroactively  repealed 
that  going  back  to  January  1  of  this 
year,  just  as  we  have  betrayed  a  confi- 
dence that  we  made  to  people  with 
contributory  pension  programs  by 
making    the    changes    retroactive    in 
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terms  of  repeal  of  the  existing  law 
going  back  to  July  1  of  this  year. 

This  in  and  of  itself  to  me  is  enough 
to  make  the  bill  so  reprehensible  that 
it  should  be  sent  back  to  conference  to 
address  that  problem  along  the  guide- 
lines that  our  distinguished  chairman 
of  the  Ways  and  Means  Committee 
recommended.  Because  he  expressed 
his  disapproval  of  retroactivity  in  the 
conference  and  even  after  the  confer- 
ence report  was  finished. 

In  addition  to  this,  I  think  there  are 
other  aspects  of  fairness  that  have  not 
been  properly  addressed  in  this 
debate.  For  example,  my  staff  helped 
put  together  some  case  studies  based 
upon  actual  conditions  of  individuals 
and  I  will  keep  the  names  anonymous, 
but  let  me  give  you  one. 

A  retired  couple  in  the  State  of  Illi- 
nois; they  have  a  pension  of  $25,000. 
Their  dividend  and  interest  income 
brings  their  whole  pension  program  up 
to  about  $36,000  a  year.  The  husband, 
unfortunately,  is  suffering  from  glau- 
coma and  has  gone  blind.  His  wife  last 
year  sustained  serious  medical  costs;  in 
fact,  her  unreimbursed  medical  costs 
came  to  $7,500.  You  know  what  hap- 
pens to  that  couple  next  year  under 
this  tax  law?  A  13-percent  tax  increase 
and  that  goes  to  16  percent  tax  in- 
crease when  the  law  is  fully  effective 
in  1988. 

Another  couple  in  similar  circum- 
stances down  in  Missouri.  This  couple 
has  a  more  modest  pension  program  of 
only  $15,000,  dividend  income  equal  to 
about  $200  and,  once  more,  serious 
medical  costs  as  seniors  are  prone  to 
have.  Their  unreimbursed  medical 
costs  came  to  $7,200.  You  know  what 
their  tax  increase  will  be  next  year 
under  this  bill?  One  hundred  and 
three  percent,  and  their  tax  increase 
in  1988  will  be  138  percent.  Do  not  tell 
me  that  this  bill  addresses  the  prob- 
lems of  the  lower  income  people  when 
this  is  a  result. 

Who  rents  a  house?  The  renters  in 
our  society  tend  to  be  people  of  lower 
income,  and  because  of  the  treatment 
of  this  bill,  the  people  in  the  multi- 
housing  industry  say  there  will  be  a 
halving  of  construction  of  multifamily 
dwellings  next  year.  Martin  Feldstein 
did  an  analysis  of  this  and  he  is  pro- 
jecting that  next  year  there  will  be  a 
10-  to  15-percent  increase  in  rental 
costs. 

What  does  that  do  to  the  couple 
making  $25,000  a  year?  They  are 
paying,  as  Feldstein  pointed  out,  prob- 
ably $500  a  month  for  their  apart- 
ment. They  are  going  to  get  a  $20  a 
month  reduction  in  their  taxes  but 
they  are  going  to  get  hit  with  a  $50  to 
$70  a  month  increase  in  the  rental 
costs  of  their  apartment.  These  are 
also  the  people  that  tend  to  buy  on 
time.  They  are  the  ones  that  are 
buying  the  car  to  get  to  work  on  time; 
paying  for  their  appliances  on  time; 
paying  for  their  furniture  on  time. 


These  people  are  going  to  lose  the  de- 
duction they  currently  enjoy  for 
buying  on  time. 

If  you  are  wealthy  and  you  own  a 
home,  oh,  that  is  easily  reconciled. 
You  just  put  your  home  up  as  equity 
and  take  out  a  second  mortgage  and 
then  you  can  buy  anything  you  want 
on  time  up  to  the  value  of  that  second 
mortgage  on  your  home  and  you  can 
deduct  all  of  that  consumer  interest. 
Who  is  that  benefiting?  Lower  income, 
middle  income  people?  I  submit  to  you 
that  in  these  outrageous  cases  the 
people  who  are  the  beneficiaries  are 
not  the  people  we  claim  we  are  trying 
to  help. 

How  about  the  young  couple  going 
to  college?  We  have  got  a  couple  down 
at  the  University  of  Illinois,  Cham- 
paign-Urbana.  The  guy  has  an  $8,000 
scholarship.  His  wife  is  making  $22,000 
a  year.  He  works  part-time  and  makes 
$3,000.  Now  we  are  going  to  tax  his 
scholarship  above  the  amount  that 
goes  for  tuition  and  fees.  I  will  tell 
you,  I  went  to  graduate  school  as  a 
Johnson  poverty  case,  and  outside  of 
the  GI  bill,  I  would  not  have  made  it 
without  the  scholarship.  Why  are  we 
going  after  a  poor  student  couple 
trying  to  go  to  school  on  a  modest 
income? 

In  addition  to  that,  why  are  we  ham- 
mering our  colleges  and  universities 
with  our  treatment  of  appreciable 
assets?  If  I  bought  stock  at  $50  a  share 
and  it  is  worth  $1,000  a  share  today,  I 
can  only  deduct  what  I  initially  paid 
for  it  if  I  make  it  as  a  contribution  to 
my  alma  mater  or  to  my  local  universi- 
ty or  college.  Why  are  we  spending  all 
this  money  on  education  and  then 
turning  around  and  saying,  "Phil 
Crane,  if  you  want  to  contribute, 
under  this  bill,  you  can  sell  your  stock 
and  take  a  33-percent  capital  gains  tax 
on  that  stock.  Uncle  Sugar  is  going  to 
make  off  with  a  third,  but  you  can  still 
give  the  other  two-thirds  away  to  your 
college  or  university  and  deduct  it." 

I  submit  to  you  that  this  is  counter- 
productive legislation  to  an  extreme. 
On  the  question  of  growth,  if  it  is  so 
growth  oriented  why  are  we  going 
after  401(k)'s?  Why  are  we  going  after 
the  IRA's?  We  start  to  phase  them  out 
at  $40,000  for  a  joint  return.  That  is 
$20,000  for  the  husband,  $20,000  for  a 
wife.  That  was  what  we  said  was  the 
botton  rung  of  the  middle-class 
threshold,  yet  that's  when  we  start 
phasing  out  IRA's.  Then  we  raise  the 
maximum  capital  gains  rate,  as  I  indi- 
cated, from  20  to  33  percent.  In  addi- 
tion to  this,  we  knock  out  the  dividend 
exclusion. 

Every  study  that  has  been  made  of 
this  bill  suggests  that  the  cost  of  cap- 
ital will  increase  quite  considerably. 
That  even  includes  a  study  that  I  got 
from  Mr.  Robert  Mense  who  is  the 
Assistant  Secretary  for  Tax  Policy  at 
Treasury.  The  problem  with  this  is  he 
never  gave  me  the  final  update  I  called 


for  as  soon  as  we  had  produced  a  con- 
ference report  in  August.  This  letter 
was  dated  August  19.  I  asked  him  for 
it;  I  still  have  not  had  it. 

What  he  did  provide  to  me  was  a 
study  at  Treasury  that  shows  that  the 
cost  of  capital  went  up  under  every 
one  of  these  proposals.  We  have  not 
seen  the  report  the  President  sent  the 
letter  about,  suggesting  that,  well, 
there  will  be  a  2-  to  3-percent  improve- 
ment in  the  economy  after  a  decade. 
After  a  decade.  The  short-term  injury 
is  what  right  now  has  me  disturbed  be- 
cause we  are  in  the  process,  at  the 
present  moment,  of  beating  up  on  the 
Rust  Belt  States  and  heavy  manufac- 
turing industries.  We  are  beating  up 
on  the  oil  and  gas  industries  when 
they  are  in  a  state  of  depression.  Ham- 
mering them  with  a  $10  billion  tax  in- 
crease when  drilling  rigs  are  down  to 
653  from  4,500  just  5  years  ago.  We  are 
beating  up  on  the  building  and  con- 
struction trade.  We  are  beating  up  on 
farmers,  taking  away  their  income 
averaging,  hitting  them  with  an  in- 
vestment tax  credit  repeal  and  raising 
their  capital  gains. 

We  have  such  fragility  in  the  bank- 
ing institutions  in  this  country  right 
now  that  we  could  have  a  bank  col- 
lapse. Chairman  Gray  of  FSLIC 
projects  a  250  S&L  failure  over  the 
next  18  months  at  a  cost  of  $26  billion. 
FDIC  has  raised  the  number  of  trou- 
bled banks  from  1,150  in  January  to 
over  1,400  today.  In  addition  to  that, 
because  of  the  uneven  way  in  which 
this  bill  applies,  we  are  going  to  get  hit 
with  a  $28  billion  revenue  shortfall  in 
1988  at  a  time  this  Congress  is  sup- 
posed to  cut  spending,  to  conform  to 
Gramm-Rudman,  $46  billion  beyond 
that.  I  guarantee  you  this  is  the  end  of 
Gramm-Rudman  if  this  bill  passes. 

I  urge  all  of  the  Members  to  take  ad- 
vantage of  this  one  opportunity  you 
will  have.  You  know,  of  435  Members 
in  this  House,  only  35  had  any  input 
on  this  bill. 
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The  motion  to  recommit  gives  you 
your  only  opportunity  to  exert  any 
positive,  constructive  input  into  this 
tax  legislation. 

When  we  take  it  back  to  conference, 
we  can  address  these  egregious  faults 
that  need  to  be  addressed  if  we  are 
really  going  to  meet  the  criteria  of 
simplicity,  fairness,  and  growth  and 
provide  any  kind  of  justice  to  the 
American  taxpayer. 

Mrs.  KENNELLY.  Madam  Speaker. 
I  yield  such  time  as  he  may  consimie 
to  the  gentleman  from  Louisiana  [Mr. 
Hdckaby.] 

Mr.  HUCKABY.  Madam  Speaker.  I 
rise  in  support  of  the  legislation. 

Mrs.  KENNELLY.  Madam  Speaker. 
I  yield  3  minutes  to  the  gentleman 
from  Ohio  [Mr.  Pease]. 
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Mr.  PEASE.  Madam  Speaker,  I  rise 
in  very  strong  support  of  this  bill. 

On  the  last  night  of  the  conference, 
Spark  Matsunaga,  one  of  the  confer- 
ees from  the  other  body,  reminded  us 
of  the  old  saying  that  "the  only  things 
certain  in  life  are  death  and  taxes." 

He  went  on  to  say  that  "the  differ- 
ence between  death  and  taxes  is  that 
death  does  not  get  worse  every  time 
the  Congress  meets." 

This  is  an  instance  where  that 
saying  is  not  true.  This  is  an  instance 
where  we  have  a  tax  bill  before  the 
House  today  which  is  a  vast  improve- 
ment over  the  existing  Tax  Code. 

The  conference  committee  took  two 
good  bills,  one  passed  by  the  House, 
one  passed  by  the  other  body,  and 
took  the  best  provisions  from  each  of 
those  bills  and  melded  them  together. 

Let  me  list  some  of  the  things  that 
make  this  an  exemplary  bill.  First,  the 
bill  really  does  deal  with  the  fairness 
issue,  which  has  driven  tax  reform 
from  the  very  beginning. 

Corporations  and  wealthy  individ- 
uals under  this  bill  begin  to  pay  their 
fair  share  of  taxes  for  the  first  time. 
Ordinary  working  Americans  will  have 
the  satisfaction  of  knowing  that  when 
they  pay  their  taxes  on  April  15,  the 
corporations  and  high-income  Ameri- 
cans are  paying  their  fair  share  of 
taxes  as  well. 

Second,  regarding  simplicity,  this  is 
not  a  perfect  bill  for  simplicity,  but 
simplicity  will  have  been  achieved  for 
millions  of  Americans  who,  under  this 
bill,  will  use  the  short  form,  rather 
than  the  long  form,  when  they  file 
their  income  taxes. 

It  will  be  the  ultimate  simplicity  for 
6  million  Americans  who  will  not  have 
to  pay  taxes  at  all. 

A  third  goal  of  the  bill  was  economic 
growth,  and  that  is  a  little  harder  to 
predict,  but  I  believe  that  the  dramat- 
ic reduction  in  corporate  tax  rates 
under  this  bill  will  set  forth  a  wave  of 
capital  investment  in  this  country  that 
will  be  based  on  the  ability  to  make  a 
profit,  not  on  an  effort  to  avoid  paying 
taxes. 

We  have  had  enough  see-through 
office  buildings  in  our  economy.  If  we 
are  going  to  compete  with  the  Japa- 
nese, the  South  Koreans,  the  Ger- 
mans, and  the  French,  we  need  to 
invest  the  capital  of  this  country  in 
the  most  efficient  and  productive  way. 
This  bill  encourages  that. 

Finally,  progressivity  was  not  one  of 
President  Reagan's  goals,  but  it  was 
one  of  mine.  This  bill  measures  up 
very  well  on  the  score  of  progressivity. 

This  bill  makes  the  Tax  Code  more 
progressive  than  the  current  Tax 
Code.  It  gives  the  biggest  tax  cuts,  the 
highest  percentages,  to  low-income 
people. 

This  is  an  excellent  bill.  I  urge  your 
support  of  it. 


Mr.  DUNCAN.  Madam  Speaker,  I 
yield  1  minute  to  the  gentleman  from 
Michigan  [Mr.  Siuander]. 

Mr.  SILJANDER.  Madam  Speaker, 
back  in  May  1984  I  introduced  the 
Ten-Percent  Plat  Rate  Tax  Act.  Since 
that  time,  more  than  a  million  post- 
cards were  mailed  to  the  Congress  and 
over  350,000  to  the  White  House  in 
support  of  the  tax.  More  Members  co- 
sponsored  this  bill  (54)  than  all  of  the 
other  tax  reform  proposals  combined 
in  the  99th  Congress. 

In  1913,  an  amendment  was  added  to 
the  U.S.  Constitution  that  allowed  the 
Government  to  start  taxing  our  per- 
sonal income.  The  maximum  rate  at 
that  time  was  7  percent.  Today,  the 
Federal  Government  can  take  as  much 
as  50  cents  of  every  dollar  we  earn. 

Today,  the  Internal  Revenue  Code  is 
about  10,000  pages  long.  It  is  riddled 
with  loopholes  which  enable  those 
who  are  rich  enough  to  hire  experts  to 
help  them  "beat  the  system." 

Americans  spent  over  613  million 
hours  completing  some  260  different 
tax  forms.  The  large  inconvenience 
and  loss  of  time  caused  by  the  comple- 
tion of  tax  forms  is  in  addition  to  the 
complexity  and  expense  of  the  system. 
In  1954  18  percent  of  all  taxpayers  had 
their  taxes  prepared.  In  1981,  52  per- 
cent of  all  1040  forms  were  profession- 
ally prepared  at  a  cost  of  $60  billion. 

In  fact,  despite  the  professional 
help,  tax  computation  errors  continue. 
In  1979,  7.3  percent  of  the  90  million 
tax  returns  had  errors  in  their  tax  cal- 
culations. In  1979,  some  3.8  million  un- 
derestimated their  tax  burden  while  2 
million  overestimated  their  taxes. 

Those  who  are  not  rich  enough  do 
one  of  two  things.  They  wrestle  with 
an  octopus  of  forms,  instruction  book- 
lets, attachments,  addendums,  tables, 
charts,  updates,  and  advisories  and 
wind  up  with  eyestrain,  a  migraine 
headache,  an  upset  stomach,  and  the 
paranoia  of  an  audit  lurking  around 
the  next  mail  delivery. 

Then  there's  another  group  of 
people  who  have  found  a  simpler  solu- 
tion. They  don't  pay  taxes.  Studies 
have  revealed  recently  that  the  so- 
called  underground  economy  created 
by  these  people  amounts  to  nearly  $1 
trillion. 

"The  income  tax  has  made  more 
liars  out  of  the  Amercian  people  than 
golf  has,"  said  Will  Rogers.  "Even 
when  you  make  a  tax  form  out  on  the 
level,  you  don't  know  when  it's 
through  if  you  are  a  crook  or  a 
martyr." 

Of  course,  the  Will  Rogers  quote 
should  be  no  surprise  when  the  record 
of  the  IRS  itself  is  considered.  A  1975 
IRS  survey  of  its  trained  employees 
showed  that  they  computed  the  wrong 
tax  72  percent  of  the  time,  even  when 
handling  relatively  simple  tax  prob- 
lems. Another  IRS  survey  in  1971 
showed  an  even  higher  error  rate  of  82 
percent  on  low-income  returns  with 


itemized  deductions.  Finally,  Ralph 
Nader's  Tax  Reform  Research  Group 
sent  identical  "test"  tax  returns  to  22 
different  IRS  offices.  Each  office  cal- 
culated a  different  tax  liability,  rang- 
ing from  a  high  refund  of  $811.96  to 
an  underpayment  of  $52.14. 

We  set  out  in  1984  with  several  goals 
in  mind.  First,  we  were  committed  to 
the  goal  of  tax  reform  and  fairness  for 
the  individual.  Second,  we  were  com- 
mitted to  putting  a  downward  pressure 
on  the  tax  rates  that  would  be  agreed 
upon  through  the  legislative  process. 
Third,  we  sought  to  restore  the  posi- 
tion of  the  family  within  the  Tax 
Code.  Fourth,  we  were  dedicated  to 
providing  a  supply-side  stimulus  to  in- 
dividuals with  the  knowledge  that  eco- 
nomic growth,  if  not  strangled  by  the 
Federal  Reserve,  will  help  create  full 
employment  and  reduce  the  deficit. 
Fifth,  we  sought  a  simpler,  easier  to 
understand  Code. 

Well,  upon  reviewing  the  conference 
report  on  H.R.  3838,  I  am  convinced 
that  the  great  portion  of  what  we 
sought  was  accomplished.  Certainly 
we  didn't  greatly  simplify  the  Code, 
but  it  will  be  simpler  for  individuals  to 
a  certain  degree. 

I  strongly  endorse  the  $2,000  person- 
al exemption  in  H.R.  3838.  In  addition 
the  retention  of  the  mortgage  interest 
deduction.  State  and  local  taxes  and 
charitable  contributions  are  the  most 
important  deductions  to  those  pursu- 
ing opportunity  for  themselves  and  a 
better  life  for  their  families.  In  addi- 
tion the  Tax  Code  will  no  longer  pro- 
vide a  nearly  insurmountable  barrier 
to  lower  income  Americans  attempting 
to  work  their  way  out  of  poverty.  It  is 
unconscionable  to  consider  continuing 
a  system  where  the  Federal  Govern- 
ment imposes  double  digit  tax  rates  on 
the  working  poor.  The  conference 
report  reverses  this  perverse  incentive, 
and  may  be,  as  the  Washington  Post 
says  the  single  most  important  anti- 
poverty  bill  in  history. 

The  greatest  accomplishment  of  the 
bill  is  the  dramatic  reduction  in  tax 
rates.  By  reducing  the  tax  structure 
from  14  to  2  rates  for  individuals,  and 
leaving  only  one  rate  for  corporations, 
the  conference  committee  has  revolu- 
tionized tax  policy  in  this  country  and 
in  the  world.  If  you  consider,  that 
Social  Security  is  really  a  tax  imposed 
on  people  below  the  Social  Security 
wage  base— about  $42,000— a  second 
rate  should  be  added  on  incomes  above 
the  PICA  wage  base,  to  make  the  tax 
truly  flat.  Our  colleague.  Jack  Kemp. 
with  his  wage-earner  exclusion,  had 
the  only  plan  that  included  a  provision 
taking  the  Social  Security  tax  into  ac- 
count. The  conference  report,  al- 
though somewhat  "lumpy"  is  not  in- 
consistent with  this  principle. 

Consider  the  "fairness"  in  reducing 
marginal  rates.  According  to  the  Inter- 
nal Revenue  Service,  a  family  earning 
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$14,289  in  1950  family  would  have 
needed  an  income  of  $45,000  in  1980  to 
have  the  same  purchasing  power. 
However,  the  1950  family  would  have 
paid  an  average  Federal  tax  of  18  per- 
cent, compared  to  23  percent  for  the 
1980  family.  More  importantly,  each 
additional  dollar  earned  by  the  1950 
family  would  have  been  taxed  at  26 
percent,  while  each  dollar  earned  by 
the  1980  family  would  have  been  taxed 
at  43  percent.  Thus,  the  28-percent 
marginal  rate  reverses  the  effect  of  30 
years  of  inflation  and  antif amily  provi- 
sions written  into  the  Tax  Code. 

Many  people  have  wondered  about 
the  revenue  consequences  of  H.R. 
3838.  In  my  opinion,  the  estimators 
have  been  too  conservative.  The  reduc- 
tion in  marginal  rates  is  certain  to 
stimulate  growth,  reduce  expenditures 
and  increase  revenues.  Jim  LeMunyon. 
as  the  director  of  the  House  Republi- 
can Task  Force  on  High-Technology 
Initiatives  demonstrated  a  99.7-per- 
cent correlation  between  the  tax  rate 
and  productivity  changes.  The  study 
showed  that  the  higher  the  marginal 
rate  the  lower  the  rate  of  productivity 
and  vice  versa.  For  example  the  mar- 
ginal tax  rate  on  median  family  in- 
comes is  19  percent— including  FICA 
taxes— the  rate  of  productivity  growth 
is  nearly  4  percent.  When  marginal 
tax  rates  for  the  median  family 
income  approach  34  percent— higher 
than  today— then  the  rate  of  produc- 
tivity will  tend  to  be  around  negative  1 
percent.  All  things  being  equal,  a  1- 
percent  increase  in  productivity  equals 
a  similar  increase  in  the  GNP.  Since 
OMB  estimates  a  1 -percent  increase  in 
GNP  would  produce  an  additional  $33 
billion  in  revenues,  it  seems  safe  to  say 
that  H.R.  3838  will  increase  revenues 
on  a  dynamic  historical  model,  as  long 
as  the  Federal  Reserve  doesn't  induce 
unemployment  through  its  tightening 
monetary  growth. 

Changes  in  marginal  tax  rates  are 
important  because  they  change  incen- 
tives to  demand  and  supply  work 
effort  and  capital.  For  example,  firms 
base  their  decision  to  employ  workers 
in  part  on  their  total  cost  to  the  firm. 
Holding  all  else  equal,  the  greater  the 
cost  to  the  firm  of  employing  each  ad- 
ditional worker,  the  fewer  workers  the 
firm  will  employ.  Conversely,  the 
lower  the  marginal  cost  per  worker, 
the  more  workers  the  firm  hires.  For 
the  firm,  the  decision  to  employ  is 
based  upon  gross  wages  paid,  a  concept 
which  encompasses  all  costs  borne  by 
the  firm. 

Workers,  on  the  other  hand,  care 
little  about  the  cost  to  the  firm  of  em- 
ploying them.  Of  concern  from  a 
worker's  standpoint  Is  how  much  the 
worker  receives  for  providing  work 
effort,  net  of  aU  deductions  and  taxes. 
Workers  concentrate  on  net  wages  re- 
ceived. The  greater  net  wages  received, 
the  more  willing  a  worker  is  to  work. 
Conversely,  if  net  wages  received  fall. 


workers  will  find  work  effort  less  at- 
tractive and  they  will  do  less  of  it. 

The  difference  between  what  it  costs 
a  firm  to  employ  a  worker  and  what 
that  worker  receives  net.  is  the  tax 
wedge.  From  the  standpoint  of  a  single 
worker,  a  tax  cut  has  two  types  of  ef- 
fects. Because  a  decrease  in  marginal 
tax  rates  lowers  the  cost  to  the  em- 
ployer in  the  form  of  lower  wages 
paid,  clearly  firms  will  employ  more 
workers.  On  the  supply  side,  a  reduc- 
tion in  marginal  tax  rates  raises  net 
wages  received.  Again,  more  work 
effort  will  be  supplied.  In  sum,  tax 
rate  cuts  increase  the  demand  for.  and 
the  supply  of  productive  factors.  In 
dynamic  formulations,  as  tax  rates 
fall,  output  growth  increases,  and  vice 
versa.  Regulations,  restrictions,  and 
requirements,  along  with  explicit 
taxes,  are  all  parts  of  the  wedge.  One 
goal  of  H.R.  3838  is  to  produce  a  "reve- 
nue neutral"  bill.  However,  the  re- 
wards for  incremental  work  by  labor, 
the  employment  of  additional  capital 
and  the  more  efficient  combination  of 
the  two  will  be  higher  with  the  flat 
tax.  As  a  result,  more  employment 
output  and  production  would  be  ex- 
pected. Economic  growth  rates  would 
accelerate  until  these  effects  are  fully 
incorporated  into  the  economy.  Essen- 
tially, H.R.  3838  can  be  viewed  as  a 
jobs  bill. 

Also,  lower  marginal  rates  encourage 
the  underground  economy  to  come 
into  the  sunlight.  In  a  March  7,  1985 
report,  Alan  Reynolds  of  Polycono- 
mics.  Inc.  made  note  of  a  study  demon- 
strating that  for  every  percentage 
point  the  marginal  rate  drops,  between 
0.5  to  3  percent  of  the  underground 
economy  will  become  legal.  By  adding 
taxpayers— we  lose  at  least  $100  billion 
in  revenues  every  year  due  to  non- 
compliance—we  can  reduce  the  deficit 
and  take  some  of  the  burden  off  the 
honest,  wage-earning  taxpayer  who  is 
carrying  the  burden  for  the  freeload- 
ers. 

Many  people  have  pointed  out  vari- 
ous deficiencies  and  perceived  prob- 
lems in  H.R.  3838.  As  the  original 
sponsor  of  the  Ten  Percent  Flat  Rate 
Tax  Act.  there  are  obviously  portions 
of  the  bill  that  I  disagree  with.  This 
will,  however,  be  the  only  chance  this 
Congress  will  probably  have  for  the 
next  10  years  to  enact  tax  reform.  It 
does  not  seem  likely  that  the  next 
Speaker  will  be  as  supportive  of  the 
exhaustive  legislative  process  this  bill 
has  required.  Now  is  the  time  to  vote 
for  tax  reform. 

A  vote  for  this  bill  is  a  vote  to  make 
a  better— not  a  perfect— Tax  Code  for 
families,  economic  growth,  deficit  re- 
duction, and  the  availability  of  capital. 
A  vote  for  this  will  be  an  endorsement 
of  the  creative  efforts  of  Congressmen 
like  Richard  Gephardt  and  Jack 
Kehf  and  the  many  other  Members 
who  made  tax  reform  possible. 


Mr.  DUNCAN.  Madam  Speaker,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  California  [Mr. 

LOWERY]. 

Mr.  LOWERY  of  California.  Madam  Speak- 
er, I  rise  in  support  of  this  legislation. 

Madam  Speaker,  today's  vote  on  the  con- 
ference agreement  accompanying  H.R.  3838. 
the  Tax  Reform  Act  of  1985,  represents  the 
culmination  of  months  of  extensive  hearings, 
spirited  public  debate  and  in-depth  media 
scrutiny,  not  to  mention  countless  manhours 
spent  studying,  drafting  and  lobbying.  The 
result  is  a  truly  historic  piece  of  legislation  that 
will  engender  the  most  radical  transformation 
of  the  Tax  Code  most  Americans  will  witness 
in  their  lifetimes. 

I  extend  my  heartfelt  congratulations  to 
President  Reagan  who  had  the  vision  to  rec- 
ognize the  need  for  tax  reform  and  the  deter- 
mination to  hold  steadfastly  to  his  goals  of 
fairness,  simplicity  and  growth.  I  congratulate 
Chairman  Rostenkow/ski,  Senator  Pack- 
wood  and  the  other  conferees  who  had  the 
wisdom  and  the  will  to  make  the  President's 
vision  a  reality. 

H.R.  3838  is  not  a  perfect  bill.  No  bill  forged 
by  the  hammer  of  compromise  is  ever  without 
flaw.  I  have  serious  reservations  about  parts 
of  this  bill— rescission  of  the  3-year  recovery 
rule  for  Federal  retirees,  retroactivity  particu- 
larly as  it  affects  the  real  estate  industry,  and 
elimination  of  the  IRA  deduction  for  workers 
covered  by  a  company  pension  plan— to 
name  a  few. 

However,  I  heartily  endorse  many  other  por- 
tions of  the  bill— two  low  individual  rates, 
tough  minimum  tax  standards  for  individuals 
and  corporations,  and  elimination  of  many  of 
the  loopholes  which  riddle  the  Tax  Code. 
Overall,  I  believe  my  fellow  San  Diegans  and 
Americans  will  enjoy  prosperity  under  a  sim- 
pler, more  fair  Tax  Code.  I  intend  to  support 
the  conference  agreement  on  H.R.  3838. 

Why  do  I  support  it?  As  a  result  of  this 
package,  individuals  and  corporations  will  pay 
taxes  at  the  lowest  rates  since  World  War  I: 
15  and  28  percent  for  individuals  and  34  per- 
cent for  corporations.  Six  million  low-income 
individuals  will  be  removed  from  the  tax  rolls 
and  nearly  80  percent  of  all  Americans  will 
pay  taxes  at  the  15  percent  rate.  This  trans- 
lates into  an  average  tax  cut  of  6.1  percent, 
with  the  largest  decreases  going  to  those 
earning  less  than  $20,000. 

About  700,000  of  those  6  million  low- 
income  persons  are  over  65  years  of  age.  The 
bill  raises  the  tax  threshold  for  elderly  taxpay- 
ers further  above  the  poverty  level,  through 
the  additional  standard  deduction  for  the  el- 
derly and  blind.  In  fact,  two-thirds  of  older  tax- 
payers are  nonitemizers,  thus  they  will  be 
largely  unaffected  by  the  bill. 

H.R.  3838  provides  important  tax  relief  and 
assistance  to  all  families  through  expansion  of 
the  personal  exemption  and  the  standard  de- 
duction. A  major  improvement  in  the  earned 
income  tax  credit  will  offset  a  portion  of  the 
Social  Security  tax  burden  for  millions  of  work- 
ing poor  families.  A  single  mother  working  at 
poverty  level  wages  to  support  her  two  chil- 
dren will  gain  over  $1,000  in  income  in  1988  if 
this  bill  is  enacted. 
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Middle-income  Americans  will  also  benefit 
from  passage  of  H.R.  3838.  The  bill  maintains 
most  traditional  deductions  important  to 
middle-income  families,  including  home  mort- 
gage interest,  State  and  local  taxes  (other 
than  sales  taxes)  and  fringe  benefits.  Despite 
the  repeal  of  the  popular  two-earner  deduc- 
tion, the  average  tax  cut  for  the  middle- 
income  ranges  will  be  about  9  percent. 

I  also  support  the  conference  agreement 
because  it  restores  fairness  to  the  tax  system. 
For  the  last  30  years,  the  relative  tax  burden 
of  business  has  fallen  far  below  the  soaring 
individual  tax  burden.  H.R.  3838  will  eliminate 
many  of  the  tax  shelters  and  loopholes  uti- 
lized by  corporations  to  drastically  reduce  their 
t£kx  liability.  A  new  tough  minimum  tax  on  cor- 
porations [20  percent]  will  ensure  that  no  cor- 
poration which  makes  a  profit  will  avoid  paying 
taxes.  Consequently,  this  bill  will  Increase  cor- 
porate taxes  about  $120  billion  over  the  next 
6  years. 

Yet  tax  reform  will  also  benefit  business.  Al- 
though the  bill  will  repeal  the  investment  tax 
credit  and  stretch  out  some  depreciation  lives, 
H.R.  3838  dramatically  lowers  the  top  corpo- 
rate rate  to  34  percent.  This  is  the  lowest  rate 
corporations  have  faced  in  well  over  40  years 
and  a  lower  rate  than  that  imposed  by  most  of 
our  major  economic  competitors. 

H.R.  3838  will  also  level  the  corporate  play- 
ing field  by  evening  out  the  effective  tax  rates 
which  vary  widely  from  industry  to  industry. 
Tax  preference  elimination  means  businesses 
will  flourish  because  they  sell  worthy  products, 
provide  services  the  public  demands,  make 
wise  economic  decisions  and  generate  a 
profit,  not  because  they  are  supported  and 
protected  by  special  tax  loopholes. 

Despite  the  closure  of  many  preferences 
enjoyed  by  business,  the  cost  of  capital  will 
decrease  an  estimated  7-8  percent  and  the 
cost  of  equipment  investment  will  fall  by  6-7 
percent.  At  the  same  time,  the  bill  will  pre- 
serve a  system  of  highly  accelerated  depre- 
ciation and  cost  recovery. 

According  to  the  Department  of  the  Treas- 
ury, this  bill  will  generate  long-term  benefits 
for  our  economy.  Lower  taxes  encourage 
work,  saving  and  productive  investment,  all  of 
which  eventually  lead  to  stronger  economic 
growth.  As  a  result  of  this  package,  estimates 
indicate  that  the  gross  national  product  [GNP] 
will  increase  about  3  percent  over  the  next  5 
years  and  tax  revenues  will  increase  by  about 
$40  billion  due  to  higher  growth. 

For  years,  Americans  have  been  dismayed 
and  disillusioned  by  the  complexity  and  inequi- 
ty of  the  Tax  Code.  This  historic  piece  of  leg- 
islation promises  to  restore  integrity  to  the  tax 
system  because  it  replaces  that  complexity 
and  inequity  with  a  more  simple  and  fair 
system  that  encourages  economic  growth. 

Two  rates  will  replace  15  for  individuals. 
That  is  simplicity. 

The  top  individual  rates  will  drop  dramatical- 
ly, allowing  the  majority  of  Americans  to  keep 
more  of  their  hard-earned  dollars.  The  top  cor- 
porate tax  rate  will  fall  to  34  percent,  ensuring 
that  business  will  remain  alive  and  healthy.  At 
the  same  time,  elimination  of  many  of  the 
preferences  which  enable  wealthy  individuals 
and  corporations  to  pay  little  or  no  tax  means 
that  everyone  who  is  able  will  pay  some 
taxes.  That  is  fairness. 


Lower  taxes  mean  more  savings  and  invest- 
ments inspired  not  by  tax  advantages  but  be- 
cause investments  make  good  economic 
sense.  Sound  investments  directed  by  the 
martlet  inevitably  lead  to  a  more  active,  pro- 
ductive economy.  That  is  growth. 

Altogether,  I  believe  that  spells  tax  reform 
that  is  good  for  America. 

I  urge  my  colleagues  to  support  the  confer- 
ence agreement  on  H.R.  3838. 

Mr.  DUNCAN.  Madam  Speaker.  I 
yield  2  minutes  to  the  gentleman  from 
Florida  [Mr.  Mack]. 

Mr.  MACK.  Madam  Speaker,  I  think 
I  am  probably,  like  many  others, 
really  just  making  up  our  minds  in  the 
last  few  hours. 

The  issues  are  very  complicated,  and 
I  think  everyone  has  had  the  opportu- 
nity to  address  those  issues  over  the 
past  several  hours  of  debate.  But  for 
me,  the  decision  had  to  be  based  on 
the  answer  to  this  question.  Will  this 
bill  produce  higher  levels  of  economic 
growth,  and  if  so,  why  will  that  occur? 

We  have  heard  the  concern  about 
the  transfer  of  $120  billion  to  the  cor- 
porate-side and  what  impact  that  will 
have  on  our  economy.  The  real  ques- 
tion is,  Will  lower  marginal  tax  rates 
on  the  individual  side  offset  the  drag 
that  has  been  created  by  the  shifting 
of  the  burden? 

I  believe  the  answer  to  that  question 
is,  yes,  they  will,  that  the  lower  mar- 
ginal rates  will,  in  fact,  stimulate  in- 
vestment, savings,  job  creation,  and 
business  formation. 

The  reason  that  I  believe  that  is 
that  if  you  go  back  to  the  1960's  when 
the  country  debated  the  Kennedy  tax 
cuts,  the  argument  was  made  that 
lower  marginal  tax  rates  will  encour- 
age savings,  investment,  job  creation, 
and  business  formation. 

In  the  1960's,  only  2  percent  of  the 
American  taxpayers  of  this  country 
paid  a  marginal  tax  rate  of  30  percent 
or  more.  Today,  over  one-third  of  the 
taxpayers  in  this  country  are  in  mar- 
ginal tax  rates  of  30  percent  or  above. 
So  if  you  believe  in  the  1960's  that  we 
stimulated  economic  activity  because 
of  lower  marginal  rates.  I  would  ask 
you  to  think,  what  can  we  do  today  as 
a  result  of  lower  marginal  tax  rates? 
The  answer  is,  we  are  going  to  stimu- 
late the  economy  and  we  are  going  to 
keep  it  moving.  I  urge  you  to  vote  for 
tax  reform. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  1  minute  to  the  gentleman  from 
Indiana  [Mr.  Coats]. 

Mr.  COATS.  Madam  Speaker,  let  me 
just  say  that  while  it  is  difficult  in  1 
minute  to  say  all  the  things  I  want  to 
about  this  tax  bill,  I  would  like  to  ad- 
dress one  particular  aspect  of  it. 

This  is  a  profamily  tax  bill.  I  intro- 
duced, more  than  a  year  ago  in  the 
House  of  Representatives,  H.R.  1551, 
the  Tax  Fairness  for  Families  Act, 
which  doubled  the  personal  exemp- 
tion. I  am  most  pleased  that  the  bill 
before  us  today  accomplishes  the  pur- 


poses of  that  bill.  It  raised  the  exemp- 
tion to  $1,900  next  year  and  up  to 
$2,000  by  1988  and  indexes  it  by  the 
year  1990. 

This  is  the  most  significant,  historic 
piece  of  fairness  for  families  in  this 
country  that  we  have  ever  achieved 
through  our  tax  law.  I  am  proud  of 
the  people  who  have  worked  so  hard 
to  support  this  particular  item.  I 
thank  them  for  including  it  in  this  his- 
toric tax  reform  measure.  The  families 
of  America  thank  you  and  I  urge  my 
colleagues  to  support  this  legislation 
from  this  very  standpoint  alone.  It 
brings  fairness  to  families. 

Mr.  KEMP.  Madam  Speaker,  will 
the  gentleman  yield? 

Mr.  COATS.  I  yield  to  the  gentle- 
man from  New  York. 

Mr.  KEMP.  Madam  Speaker.  I  want 
to  join  the  gentleman  in  underscoring 
the  comments  about  this  bill  being 
profamily.  Doubling  that  exemption 
for  the  family  and  every  dependent  of 
every  family  is  one  of  the  most  impor- 
tant aspects  of  the  tax  bill  and  de- 
serves the  support  of  all  Members. 

I  congratulate  the  gentleman  from 
Indiana  [Mr.  Coats]  for  his  leadership 
in  pushing  this  $2,000  dependent  ex- 
emption forward  to  success  for  the 
American  family. 

Mr.  COATS.  Madam  Speaker,  I 
thank  the  gentleman. 

In  the  past,  families  have  been  the  one 
group,  the  one  special  interest,  If  you  will, 
which  does  not  have  high-priced  lobbyists  and 
interest  groups  fighting  for  their  welfare.  At 
long  last,  the  impact  of  the  American  family 
has  been  weighed  and  considered  in  terms  of 
the  Tax  Code. 

Over  the  past  35  years,  real  family  income 
has  increased  by  more  than  50  percent. in 
constant  dollars  for  one-income  families,  and 
has  nearly  doubled  for  two-income  families. 
But  the  increases  in  Federal  income  taxes  for 
all  families  has  far  outstripped  the  increases  in 
income.  In  1948,  the  personal  exemption  was 
set  by  Congress  at  $600  for  each  taxpayer, 
spouse,  and  dependent.  By  1979,  this  exemp- 
tion had  been  raised  to  $1,000;  a  $400  in- 
crease over  a  three-decade  period.  Finally, 
this  personal  exemption  has  been  indexed  for 
inflation  since  1 985. 

However,  if  the  personal  exemption  had 
been  indexed  t>ack  to  1 948,  today  it  would  be 
worth  about  $2,600.  This  devaluation  of  the 
personal  exemption  has  caused  the  Federal 
tax  burden  to  shift  disproportionately  onto  tf>e 
backs  of  families  with  children. 

We  have  reliable  estimates  tfiat  it  costs 
more  than  $4,000  per  child  per  year  to  raise 
children  at  home.  VVe  have  official  U.S.  Gov- 
ernment statistics  which  say  that  for  each  ad- 
ditional child  in  a  family,  $2,027  is  added  to 
the  poverty  threshhold  level  that  is  used  for 
official  statistical  purposes  and  welfare  benefit 
purposes. 

Madam  Speaker,  in  the  past  2  years,  I  have 
received  letters  from  every  State  in  the  coun- 
try, indk:ating  considerable  frustration,  resent- 
ment and  discouragement  among  our  families 
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today  over  the  burden  that  taxes  have  placed 
on  their  shoulders. 

As  the  ranking  minority  member  of  the 
Select  Committee  on  Children,  Youth,  and 
Families,  I  have  seen  the  burden  of  taxation 
on  our  families.  We  need  to  do  everything  we 
can  to  strengthen  the  basic  family  unity  be- 
cause it  is  the  basic  building  block  of  society. 
Our  Tax  Code  should  do  its  part  in  strength- 
ening the  family.  However,  it  absolutely  must 
rx)t  hinder  efforts  of  the  families  themselves 
to  be  strong,  and  of  parents  to  raise  healthy 
children. 

It  is  for  these  reasons  that  I  introduced  H.R. 
1551,  tfie  Tax  Fairness  for  Families  Act,  in  the 
99th  Congress.  This  bill  would  double  the  per- 
sonal exemption  for  all  taxpayers,  spouses, 
and  dependents.  I  consider  this  to  be  the 
single,  most  important  pro-family  provision  in 
tax  reform,  and  I  am  gratified  to  note  that  it 
has  been  included  in  this  bill. 

Madam  Speaker,  I  urge  adoption  of  this 
conference  report,  and  again  salute  the 
House  and  Senate  conferees  for  their  hard 
work 

Mrs.  KENNELLY.  Madam  Speaker, 
I  yield  1  minute  to  the  gentleman 
from  New  York  [Mr.  Downey]. 

Mr.  DOWNEY  of  New  York.  Madam 
Speaker,  nothing  we  ever  do  in  this 
body  is  perfect.  A  good  Tax  Code  is 
hard  to  find.  The  one  we  are  about  to 
vote  on  is  a  lot  better  than  the  one  we 
have. 

There  is  a  lot  of  good  news,  and 
there  is  a  lot  of  bad  news  in  this  bill, 
but  the  good  news  outweighs  the  bad. 
Look  at  the  forest  not  the  trees. 

If  you  just  want  to  look  at  the  trees, 
the  fact  that  this  bill  is  not  as  progres- 
sive, that  many  have  lost  their  IRA's, 
that  there  are  elements  of  retroactiv- 
ity which  are  abominable,  and  must  be 
fixed  you  are  going  to  lose  sight  of  the 
forest,  and  the  forest  provides  the 
oxygen  that  this  economy  needs. 

D  1305 

The  forest  exemplifies  the  fact  that 
there  are  people  now  who  are  not 
paying  taxes  who  will  be.  They  must. 

The  forest  demands  that  there  are 
people  who  are  poor  and  working  poor 
who  need  a  tax  break.  They  get  it 
here. 

The  forest  provides  the  reecognition 
that  economic  decisions,  not  tax  conse- 
quence should  be  the  way  to  invest 
your  money. 

This  is  a  good  forest.  It  is  one  that 
deserves  your  support. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  6  minutes  to  the  gentleman  from 
New  York  [Mr.  Kemp],  who  has 
worked  as  long  as  anyone  I  know  on 
tax  reform. 

Mr.  KEMP.  Madam  Speaker,  I 
thank  my  colleague  from  Tennessee 
for  yielding  me  this  time. 

Madam  Speaker,  I  agree  that  we 
could  have  done  better.  There  are 
many  things  in  the  bill  that  could 
have  been  changed  for  the  better. 

I  have  great  sympathy  and  under- 
standing of  some  of  the  points  made 


today  by  my  colleagues,  the  gentleman 
from  Texas  [Mr.  Archer],  the  gentle- 
man from  Illinois  [Mr.  Crane],  the 
gentleman  from  Minnesota  [Mr.  Fren- 
zel]  and  others.  But  we  must  not  pass 
up.  in  my  view,  this  historic  opportuni- 
ty to  make  several  overwhelmingly  im- 
portant changes  to  help  Americans 
that  have  long  neglected.  There  are 
four  of  them:  the  working  poor,  the 
family,  labor  and  capital. 

By  dramatically  dropping  tax  rates, 
by  lowering  the  tax  on  the  family,  by 
giving  a  $2,000  exemption  for  each 
member  of  every  family,  by  taking  6 
million  low  income  poor  off  the  tax 
rolls,  we  are  helping  the  American 
people. 

America  was  founded  on  the  idea 
that  there  would  be  people  who  could 
rise  above  and  put  the  good  of  the 
country  ahead  of  the  pleas  of  special 
interests. 

I  think  that  the  bill,  by  and  large, 
does  exactly  that. 

I  want  to  praise  my  friend,  the  gen- 
tleman from  Missouri,  Mr.  Gephardt: 
and  praise  the  Senator  from  New 
Jersey,  Bill  Bradley,  for  his  role  as  a 
moving  force  of  tax  reform:  praise  the 
chairman  of  the  Ways  and  Means 
Committee,  the  gentleman  from  Illi- 
nois, Mr.  RosTENKOwsKi,  for  his  skill 
and  leadership  without  which  the  his- 
toric victory  would  not  be  possible,  my 
colleague  from  Tennessee,  Mr. 
Duncan;  and  my  colleague  from  Wis- 
consin, Senator  Kasten,  who  cospon- 
sored  tax  reform  legislation  with  me 
on  the  $2,000  exemption  the  28-per- 
cent top  rate,  and  the  increased  tax 
credit  for  low-income  working  parents. 

Madam  Speaker,  we  are  making  his- 
tory, because  we  are  removing  from 
the  tax  system  the  very  steep  progres- 
sive tax  rates  of  the  personal  income 
tax  rate  system,  which  are  a  serious 
deterrent  to  working,  saving,  investing 
and  producing  more  income,  as  the 
gentleman  from  Louisiana  pointed 
out. 

Make  no  mistake  about  it:  every 
preference,  every  credit,  every  special 
tax  loophole  in  the  Tax  Code  is  in 
there  for  one  reason.  It  is  in  there  to 
protect  people  from  an  excessively 
high  tax  rate.  We  are  dropping  the 
rates  and  taking  out  inefficient  and 
unwarranted  loophole.  We  are  drop- 
ping the  rates,  that  were  before  this 
President  was  in  office  at  70  percent, 
to  no  more  than  28  percent. 

It  used  to  be  in  America  that  you 
could  earn  a  significant  amount  of 
money  and  get  to  keep  only  30  cents 
on  the  dollar.  When  this  tax  reform  is 
complete,  American  families  will  pay 
no  more  than  30  cents  to  the  Federal 
Government. 

I  like  the  fact  that  more  than  80  per- 
cent of  the  American  people  will  be  in 
a  flat  15-percent  tax  bracket. 

I  believe  that  increasing  the  person- 
al exemption  to  $2,000,  plus  indexing, 
is  perhaps  the  single  most  important 


pro-family  feature  in  this  bill.  I  am 
proud  to  be  associated  with  it. 

The  tax  rate  will  be  lower  on  capital 
as  well  as  labor.  Many  of  my  col- 
leagiies  said  that  it  is  antigrowth  to 
take  out  the  investment  tax  credit. 
Well.  Madam  Speaker,  we  are  taking 
out  the  ITC,  but  we  are  dropping  the 
rate  on  dividends  from  50  to  28  per- 
cent and  we  are  dropping  the  rate  on 
corporate  income  from  46  to  34.  That 
reduces  the  total  tax  rate  on  capital 
from  73  to  52.5  percent. 

After  this  bill  is  psissed,  the  top  per- 
sonal rate  in  the  United  States  of 
America  28,  will  be  lower  than  the 
bottom  rate  in  the  United  Kingdom, 
which  is  2.9.  The  corporate  income  tax 
rate  in  the  United  States,  at  34  per- 
cent, will  be  the  lowest  of  any  nation 
in  the  world.  We  are  going  to  have  the 
lowest  personal  income  tax  rate  in  the 
world. 

I  do  not  like  the  idea  of  taxing  cap- 
ital gains  as  ordinary  income  without 
indexing.  I  hope  someday  we  can 
repair  that;  but  do  not  forget,  when 
Bill  Steiger  cut  the  capital  gains  rate 
from  49  to  28,  we  had  an  explosion  of 
venture  capital,  an  explosion  of  entre- 
preneurship,  and  an  expansion  of 
equity  financing  in  America.  I  think 
we  can  withstand  a  28  percent  capital 
gains  rate  because  we  are  at  the  same 
time  lowering  the  tax  on  income,  sala- 
ries, wages,  dividends,  interest  and 
other  forms  of  capital. 

I  think  it  is  a  mistake  to  think  of 
capital  solely  in  terms  of  the  invest- 
ment tax  credit.  Capital  also  comes 
from  people  who  work  and  who  save 
and  invest  and  produce.  We  are  lower- 
ing their  tax  rate,  and  that  will  be 
good  for  both  families  and  businesses. 

This  bill  helps  the  working  poor. 
The  highest  taxes  in  America  today 
are  faced  by  low  income  working  men 
and  women  who  want  to  switch  from  a 
welfare  system  to  a  job  opportunity. 
They  face  a  tax  rate  at  the  margin  of 
up  to  130  percent,  because  they  can 
lose  money  after  taxes  by  giving  up 
welfare  benefits  and  paying  taxes  on 
their  wages  in  an  entry-level  job.  We 
are  abolishing  the  income  tax  on 
income  equal  to  about  130  percent  of 
the  poverty  level.  That  is  a  healthy  in- 
centive to  help  people,  especially  those 
with  dependents,  onto  the  bottom 
rung  of  the  ladder. 

People  talk  about  the  middle-income 
group.  Most  middle  income  working 
folks  in  America  who  are  at  the 
margin  are  in  the  25  to  35  percent  tax 
brackets.  They  are  going  to  face  a  flat 
15  under  this  bill. 

This  bill  is  pro-capital,  in  my  view.  It 
is  pro-labor.  It  is  pro-family  and  it  is 
pro-working  poor. 

I  would  urge  my  colleagues  not  to 
vote  to  recommit  the  bill.  It  is  seduc- 
tive to  suggest  that  we  can  improve  it 
in  some  new  conference  on  taxes.  But 
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does  anybody  really  believe  that  is 
going  to  happen? 

Please  vote  against  the  motion  to  re- 
conamit,  as  sincere  as  it  is,  and  vote  for 
this  bill.  In  our  adult  lifetime  we  will 
have  taken  the  top  rate,  which  was  91 
percent  when  John  F.  Kermedy  took 
office,  to  70,  then  under  President 
Reagan  to  50,  and  now  we  are  going  to 
lower  it  again.  Whether  it  is  to  28  or 
33  percent  is  arguable,  but  nonethe- 
less, either  28  or  33,  I  would  say  to  my 
friend,  the  gentleman  from  Texas,  is  a 
lot  better  than  today's  50  percent. 

People  say,  who  is  going  to  get  the 
credit?  Frankly,  I  would  like  to  see  my 
party  and  my  President  get  the  credit. 
The  gentleman  from  Illinois  [Mr.  Ros- 
TENKOWSKi]  and  the  gentleman  from 
Missouri  [Mr.  Gephardt]  would  like  to 
see  their  party  get  the  credit.  But  I 
will  tell  you  who  I  think  is  going  to  get 
the  credit  in  the  final  analysis:  the 
folks  who  vote  for  it.  They  are  the 
ones  who  are  going  to  get  the  credit, 
because  history  is  simply  going  to 
record  those  who  are  in  favor,  and 
those  who  are  opposed.  I  frankly  think 
there  is  enough  credit  in  this  for  ev- 
erybody. 

I  urge  you  to  vote  for  this  historic 
tax  reform  bill. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  1  minute  to  the  very  able  gentle- 
man from  Virginia  [Mr.  ParrisI. 

Mr.  PARRIS.  Madam  Speaker,  I  rise 
in  support  of  the  motion  to  recommit 
and  I  do  so  for  a  large  number  of  rea- 
sons. Time  does  not  permit  an  exhaus- 
tive review  of  all  of  those,  but  let  me 
mention  just  one. 

Most  of  my  constituents  say,  "We 
want  a  simpler  system.  We  want  to 
pay  our  proper  and  legitimate  tax 
burden,  but  why  can't  we  do  it  without 
spending  a  lot  of  money  for  account- 
ants, lawyers,  and  recordkeeping"?  I 
agree  with  that  and  I  believe  it  can  be 
done.  But  it  has  not  been  done  here. 

This  is  the  conference  report  that 
we  are  required  to  vote  on  without 
amendments.  It  is  1,800  pages  long  and 
we  have  had  it  for  48  hours.  This  is 
the  bill,  4,204  pages  of  the  bill  which 
we  just  got  last  week.  I  submit  to  my 
colleagues  that  there  will  be  a  need  for 
technical  corrections  next  year  which 
will  encompass  twice  as  many  of  these 
pages  as  the  measure  that  we  are  now 
considering  to  close  the  mistakes,  the 
errors,  and  the  omissions  contained 
within  this  bill. 

I  would  hope  that  when  the  time 
comes,  and  it  will,  that  the  marginal 
rates  are  raised  next  year  and  we  are 
asked  to  deal  with  a  bill  twice  this  big, 
that  nobody  in  this  Chamber  will  have 
the  audacity  to  stand  up  and  say, 
"Well,  we  didn't  really  know  that  that 
mistake  or  that  loophole  or  that  provi- 
sion was  in  this  bill  today."  Very 
frankly,  Madam  Speaker,  I  respectful- 
ly submit  there  is  not  a  person  alive 
who  knows  what  is  in  this  bill  and  if 


you  did  you  certainly  on  balance  could 
not  support  it. 

Mr.  ARCHER.  Madam  Speaker.  I 
yield  1  minute  to  the  gentleman  from 
Permsylvania  [Mr.  GekasI. 

Mr.  GEKAS.  Madam  Speaker,  I 
thank  the  gentleman  for  yielding  me 
this  time. 

As  I  said  before,  if  we  have  had  a 
love  affair  with  tax  reform,  there  are 
still  50  ways  to  leave  your  lover.  There 
are  a  number  of  flaws  in  this  bill  on 
which  you  can  hang  your  passage  to 
get  out  of  it.  There  is  still  time  to 
escape. 

For  instance,  on  income  tax  averag- 
ing, you  can  get  on  the  bus,  Gus,  with 
your  farmers  and  get  away  from  this, 
because  our  hard-hit  farmers  who  al- 
ready have  these  hundreds  of  burdens 
to  bear  will  have  the  further  burden  of 
the  inability  any  longer  to  deal  with 
their  nonprofits  through  income  tax 
averaging. 

You  can  slip  out  the  back.  Jack,  just 
on  tax  incentives  that  will  be  lost  ret- 
roactively because  of  this 

In  my  judgment.  Madam  Speaker, 
there  are  more  than  50  ways  or  50  rea- 
sons to  leave  this  tragic  love  affair.  If 
you  run  out  of  basic  items,  then  there 
are  300  transition  rules. 

Back  to  give  us  a  new  plan,  Dan. 

Mrs.  KENNELLY.  Madam  Speaker, 
I  yield  such  time  as  he  may  consume 
to  the  gentleman  from  Louisiana  [Mr. 
Tauzin]. 

Mr.  TAUZIN.  Madam  Speaker,  I  rise 
in  support  of  the  conference  report  of 
the  Tax  Reform  Act  of  1986  and  I  do 
so  joining  with  colleagues  from  both 
sides  of  the  aisle,  joining  with  col- 
leagues from  both  sides  of  the  ideo- 
logical and  philosophical  perspective. 

Every  American  will  have  a  different 
opinion  of  this,  the  Tax  Reform  Act  of 
1985,  but  most  Americans  have  a 
common  opinion  of  the  current  Tax 
Code— an  opinion  bordering  on  con- 
tempt. Everyone  with  whom  I  talk  be- 
lieves the  other  fellow  is  getting  away 
without  paying  his  fair  share  under 
the  current  code.  It  is  that  complaint 
which  is  most  properly  addressed  in 
this  conference  report;  for  under  this 
bill,  we  have  a  greater  assurance  that 
the  other  fellow  being  across  the 
street  or  across  America,  earning  the 
same  or  similar  income,  will  pay  the 
same  or  similar  tax.  That  assurance 
alone  requires  a  vote  of  affirmation  on 
this  conference  report.  While  the  rea- 
sons I  am  supporting  this  tax  bill  are 
many,  and  while  we  hear  good  argu- 
ments opposing  enactment,  I  believe 
the  reasons  favoring  enactment  of  this 
landmark  legislation  are  not  only 
better,  are  not  only  more  convincing, 
but  are  overwhelming. 

I  would  like  to  explain.  Under  this 
sweeping  reform  of  our  Federal  tax 
system,  we  are  seeing  a  congressional 
promise  finally  and  actually  realized. 
We  are  witnessing  a  return  to  fairness 
and  equity  in  our  Tax  Code,  things 


upon  which  our  tax  system  was  first 
based.  We  are  seeing  the  enactment  of 
legislation  that  is  supported  by  the 
people.  Because  of  the  complexity  of 
our  Tax  Code,  compliance  has  been  a 
major  problem.  Tens  of  billions  of  dol- 
lars have  gone  underreported  and  un- 
reported because  many  citizens  believe 
they  are  paying  a  disproportionate 
percentage  of  their  incomes,  while 
others  find  ways  to  shelter  income  and 
avoid  taxation. 

Through  the  elimination  of  many 
loopholes,  we  will  see  trreater  compli- 
ance and  accordingly  increased  reve- 
nues. 

One  of  the  major  goals  of  revising 
the  Tax  Code  involves  ensuring  that 
fairness  comes  about,  and  this  bill 
works  to  ensure  fairness.  We  all  sup- 
port reducing  the  number  of  special 
privileges  and  benefits  that  help  only 
that  person  who  can  afford  a  tax  ac- 
countant to  help  in  the  preparation  of 
his  tax  return.  We  seek  legislation 
which  helps  the  average  taxpayer. 
And,  that  is  what  this  bill  works 
toward. 

This  bill  takes  6  million  lower- 
income  people  from  the  tax  rolls  to 
ensure  that  the  poor  in  America  have 
more  income  to  purchase  the  basic  ne- 
cessities upon  which  they  depend. 
And,  that  is  fair. 

Further,  for  too  many  years  our  Tax 
Code  has  been  mired  with  provisions 
which  have  encouraged  people  to 
make  decisions  based  not  upon  eco- 
nomic considerations  but  upon  tax 
relief.  For  too  many  years,  our  Tax 
Code  has  confused  investing  for  eco- 
nomic gain  with  investing  for  reasons 
of  tax  avoidance.  This  is  corrected  in 
the  Tax  Reform  Act  of  1985,  and  we 
will  see  investments  made  for  the  pur- 
poses of  growth  and  expansion,  not  for 
the  purposes  of  evading  taxes. 

In  addition,  with  the  inclusion  of  a 
minimum  tax  for  corporations  and  in- 
dividuals, we  can  be  assured  that  ev- 
eryone will  pay  something.  For  too 
long  now,  many  have  unfairly  gotten 
off  scot-free,  never  paying  any  taxes 
year  after  year.  With  a  minimum  tax, 
everyone  will  pay  some  tax,  and  this, 
too,  ensures  greater  fairness. 

With  the  reduction  in  the  number  of 
tax  brackets,  down  to  two  in  1988,  we 
move  closer  to  the  concept  of  a  flat 
tax,  which  my  constituents  support, 
and  which  assures  greater  fairness  in 
our  Tax  Code. 

Finally,  the  personal  deduction  is  in- 
creased, and  is  indexed  to  inflation, 
which  will  help  many  families  across 
this  country. 

There  will  be  those  who  oppose  en- 
actment, and  there  will  be  those  who 
will  argue  that  individual  elements  in 
the  tax  bill  are  unwise  and  ill-advised. 
I,  however,  say  that  the  tax  confer- 
ence report  works  as  a  total  package  to 
improve  our  Tax  Code  and  increase 
compliance.  I  believe  that  the  tax  con- 
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ference  report  works  to  return  our 
system  to  one  of  equity  and  fairness, 
and  it  is  a  historic  bill. 

I  am  supporting  this  bill  because  it 
represents  an  opportunity  for  change, 
it  offers  us  a  chance  to  reform  our  in- 
credibly unfair,  complex,  and  confus- 
ing Tax  Code  and  replace  it  with  one 
which  will  better  work  to  the  benefit 
of  our  people. 

It  is  time  for  tax  reform.  If  we  do 
not  act  now,  we  will  not  have  the 
option  of  doing  so  at  any  time  in  the 
near  future. 

Mrs.  KENNELLY.  Madam  Speaker, 
I  yield  2  minutes  to  the  gentlewoman 
from  California  (Mrs.  Boxer]. 

Mrs.  BOXER.  I  thank  the  gentle- 
woman for  yielding  me  this  time. 

Madam  Speaker,  there  are  three  re- 
forms in  this  bill  that  are  so  impor- 
tant, so  positive,  that  those  should  be 
enough  for  every  Member  in  this 
Chamber  to  proudly  support  this  bill. 

No.  1,  6  million  people  off  the  tax 
rolls.  Who  are  these  people?  People 
who  can  earn  barely  enough  for  their 
families,  people  who  have  been  paying 
too  much  of  their  sweat  and  blood  to 
this  Goverimient  because  giant  corpo- 
rations and  superwealthy  individuals 
have  not  been  paying. 

No.  2.  What  about  these  major  cor- 
porations who  have  billions  to  buy 
each  other,  but  not  one  dime  for  their 
fair  share  of  taxes?  Is  it  legal  on  their 
part?  Certainly.  Past  Congresses  have 
made  it  legal,  but  it  is  immoral  and  we 
will  stop  it  in  this  bill  with  a  tough, 
fair,  minimum  tax. 

No.  3.  Completed  contracting.  We 
are  finally  tightening  this  loophole 
which  has  allowed  every  major  de- 
fense contractor  in  America  to  avoid 
paying  taxes.  They  have  been  commit- 
ting tax  murder. 

Now,  do  I  like  everything  in  this  bill? 
Of  course  not.  Federal  employees  in 
particular;  but  we  must  look  at  the 
whole  picture  and  make  a  decision 
based  on  that. 

Compare  this  bill  to  current  law  and 
it  is  not  even  close. 

It  is  a  yes  vote  on  this  tax  reform 
bill  for  an  historic  opportunity  for  tax 
reform.         

Mr.  ARCHER.  Madam  Speaker,  I 
yield  10  minutes  to  my  colleague,  the 
respected  and  honored  member  of  the 
Ways  and  Means  Committee,  the  gen- 
tleman from  Minnesota  [Mr.  Frenzel]. 

Mr.  FRENZEL.  Madam  Speaker, 
H.R.  3838,  the  bill  before  us,  soon,  in- 
evitably, to  be  enacted,  is  a  real  legisla- 
tive miracle.  Pronounced  dead  on  sev- 
eral occasions,  it  has  risen  from  the 
grave  with  such  vigor  that  it  will  com- 
mand strong  vote  support  in  this 
House  and  in  the  other  body.  The 
President  will  sign  it  on  arrival,  or 
even  earlier  if  he  can  intercept  the 
messenger. 

Credit  for  the  bill  should  be  spread 
widely.  Many  people,  even  those  who 
opposed  the  process  and  may  vote  no 


on  final  passage  did  their  best  to  make 
it  a  good  bill.  Surely,  of  all  promoters, 
the  President  is  the  most  prominent. 
Without  his  designation  of  his  No.  1 
domestic  priority,  and  the  continuing 
work  of  his  Treasury  Secretary,  there 
would  have  been  no  bill. 

The  two  chairmen,  one  of  our  Ways 
and  Meatus  Committee,  the  other  of 
the  Senate  Finance  Committee,  car- 
ried the  major  legislative  load.  I  know 
that  the  chairman  of  the  Senate  Fi- 
nance Committee  labored  mightily 
and  deserves  high  praise,  but  it  is  im- 
portant to  note  that  the  House  had  to 
move  a  bill  first.  The  gentleman  from 
Illinois  (Mr.  Rostenkowski )  perhaps 
did  not  do  that  job  singlehandedly, 
but  he  did  most  of  the  heavy  lifting. 

Surely  the  passage  of  this  bill  will  be 
a  career  achievement  for  him.  Wheth- 
er one  likes  this  particular  version  of 
tax  reform  or  not,  the  achievement  of 
Chairman  Rostenkowski  is  one  to  be 
admired  and  envied  by  anyone  famil- 
iar with  the  process.  The  legislative 
miracle  cannot  be  credited  to  him 
alone,  but  my  personal  opinion  is  that, 
of  all  the  major  congressional  players, 
his  was  the  most  significant  contribu- 
tions. 

In  fact,  henceforth,  I  shall  refer  to 
this  bill  as  the  Rostenkowski-Bradley 
bill. 

Having  certified  H.R.  3838  as  a  legis- 
lative miracle,  and  having  assigned 
major  credit  to  Chairman  Rostenkow- 
ski, I  can  now  move  to  the  serious 
part  of  this  business.  It  is,  of  course,  to 
say  that,  despite  lofty  goals  and  noble 
motivations,  and  dedicated  people,  this 
tax  reform  bill,  H.R.  3838,  will  be 
harmful  to  our  economy.  Therefore,  it 
should  not  be  passed. 

In  even  simpler  terms,  the  price  of 
tax  reform  is  too  high.  The  advantages 
in  the  bill  carry  an  unacceptable  price 
tag. 

Through  this  whole  process,  it  has 
been  hard  to  swim  upstream  against 
tax  reform.  I  did  not  like  the  first  Don 
Regan  proposal.  I  did  not  like  Treas- 
ury II,  the  Jim  Baker  version.  Nor  was 
I  attracted  to  the  first  Rostenkowski 
version,  nor  the  final  House  bill. 

The  Senate  bill,  with  its  27  percent 
maximum  individual  rate  and  33  per- 
cent maximum  corporate  rate,  was  a 
great  improvement  with  real  promise. 
I  hoped  the  conference  committee 
could  make  just  one  more  last  miracle 
by  merging  a  turkey,  the  House  bill, 
with  a  prince  in  frog's  clothing,  the 
Senate  bill,  to  create  a  tax  reform  bill 
which  would  provide  incentive  without 
retarding  the  economy.  Alas,  that  last 
miracle  was  not  to  be. 

What  is  now  before  us  in  H.R.  3838 
is  a  near  miss,  but  a  miss  nevertheless. 
Yes,  it  does  lower  marginal  corporate 
and  individual  rates,  and  it  does  elimi- 
nate the  tax  liability  of  low-income 
taxpayers.  It  removes  some  prefer- 
ences that  were  long  overdue  for 
repeal,  and  it  stiffens  the  minimum 


tax  for  individuals  and  corporations.  It 
will  cause  less  tax-driven  decisions, 
and  more  driven  by  pure  economics. 

H.R.  3838  IS  ANTIGrtOWTH 

Where  it  flunks  the  test  is  in  its 
effect  on  the  economy.  The  President 
heralded  his  tax  reform  by  saying  it 
would  provide  fairness,  simplicty,  and 
growth.  Unfortunately  this  bill  is  anti- 
growth. 

The  House  bill  was  judged  by  most 
economists  to  cost  about  1  percent 
growth  over  the  first  3  years.  That 
means  our  economy  would  grow  more 
slowly  over  the  next  few  years  under 
tax  reform  than  under  the  present 
Tax  Code.  Economists  were  spread  all 
over  the  map  in  their  predictions,  but 
the  solid  consensus  was  that  the  bill 
would  retard  growth  and  lose  jobs  over 
the  short  and  intermediate  run  years- 
years  1  through  5.  After  that,  beyond 
year  5^  there  might  be  additional 
growth,  but,  the  crystal  ball  is  murky 
5  years  in  the  future. 

In  rough  figures,  1  percent  growth 
loss  could  represent  as  many  asa  1  mil- 
lion jobs  not  created— 1  million  jobs 
less  than  under  existing  law.  For  an 
industrialized  society  to  willingly  give 
up  that  many  jobs  is  unwise.  To  give 
up  a  million  jobs,  or  500,000  jobs,  or 
any  jobs,  is  not  only  unwise,  it  is  also 
suicidal.  Remember,  too,  that  a  dispro- 
portionate share  of  these  lost  jobs  are 
the  manufacturing  jobs  for  which 
many  Members  of  this  body  have  reg- 
ularly and  loudly  declared  a  special  af- 
fection. 

The  Senate  bill,  primarily  because  it 
lowered  marginal  rates  more,  and 
transfered  less  individual  tax  liability 
to  corporations,  was  judged  to  have 
only  a  little  more  than  half  the  anti- 
growth  effect  of  the  House.  In  rough 
terms,  it  would  only  cost  a  half  million 
jobs  over  the  first  couple  of  years. 

The  conference  bill  lies  somewhere 
in  between.  Its  antigrowth  cost  will 
perhaps  be  measured  in  only  hundreds 
of  thousands  of  jobs  not  created. 
That's  better  than  the  House  bill,  but 
still  unacceptable  industrial  policy  for 
the  United  States. 

Yes,  some  economists  are  predicting 
added  growth  from  the  conference 
bill.  Beryl  Sprinkel,  Chairman  of  the 
CEA  is  one  of  these  rather  lonely 
voices.  Yes,  most  economists  predict 
better  things  after  5  years.  But  5  years 
is  a  long  time  for  our  people  to  wait 
for  a  maybe.  And  in  5  years,  the  tax 
reform  bill  will  certainly  have  been 
substantially  altered,  perhaps  by  gen- 
eral tax  increases  as  suggested  by  the 
chairman  of  the  Ways  and  Means 
Committee. 

If  we  have  to  wait  5  years  for  the 
comsumption  stimulus  of  the  personal 
tax  cuts  and  the  lowered  marginal  rate 
stimulus  to  deliver  economic  growth, 
we  will  probably  have  waited  too  long. 
Chairman  Rostenkowski  has  public- 
ly, and  more  than  once,  told  us  we 
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have  to  raise  taxes  next  year.  He  may 
not  achieve  that  undesirable  goal  next 
year,  but  it  will  probably  become  law 
before  the  5-year  antigrowth  period  is 
over.  Clearly,  that  will  kill  any  long- 
term  potential  growth  in  this  bill. 

If  we  raise  taxes  in  the  next  few 
years,  it  will  mean  we  have  endured 
the  slowed  growth  over  the  short  run 
only  to  give  away  the  promise— it  is 
only  a  promise,  not  a  certainty— of 
some  extra  growth  for  the  long  run. 

Given  the  Congress'  record  of  termi- 
nal cowardice  in  spending  reductions, 
phase  2  of  the  Rostenkowski  two-step, 
the  tax  increase,  becomes  less  of  a  pos- 
sibility and  more  of  a  probability.  It  is 
becoming  more  and  more  of  a  question 
of  when,  not  if. 

For  the  consideration  of  this  bill,  we 
must  consider  the  realities,  the  prob- 
abilities and  the  possibilities.  The  re- 
ality is  antigrowth  for  the  first  few 
years.  The  probability  is  raised  taxes 
in  the  next  few  years.  The  possibility 
is  increased  growth  5  years  in  the 
future,  but  only  if  taxes  are  not  raised. 

Some  Members  may  be  able  to  look 
at  the  lineup  and  still  vote  for  this  bill 
on  faith,  or  hope.  I  cannot.  The  per- 
suasive, compelling  fact  is  that  our 
economy  and  our  people  will  be  bur- 
dened with  an  unacceptable  cost  to 
pay  for  the  dream  of  tax  reform. 

H.R.  3838  IS  ONLY  MARGINALLY  MORE  FAIR 

Another  descriptive  lable  that  hung 
on  this  bill  is  that  of  fairness.  Propo- 
nents insist  it  is  so  wonderful  that  it 
will  restore  the  confidence  of  the 
people  in  our  Federal  income  tax 
system.  Since  the  first  tax  was  collect- 
ed, I  doubt  there  has  been  smy  system 
which  has  enjoyed  the  widespread 
confidence  of  the  people. 

All  of  us  will  applaud  the  reduction 
of  preferences,  and  the  elimination  of 
tax  liability  for  6  million  low-income 
taxpayers  who  never  should  have  been 
in  the  system  in  the  first  place.  Most 
of  us  believe  the  strenghtening  of  min- 
imum taxes  is  an  item  of  improved 
fairness.  There  is  no  doubt  that  the 
bill  makes  some  fairness  improve- 
ments. 

But,  again,  there  is  a  cost  for  these 
improvements.  One  of  the  worst  costs 
is  that  of  retroactivity.  Usually,  and 
every  time  in  my  memory,  when  we  re- 
structure the  Tax  Code,  we  allow  con- 
tracts and  arrangements  in  being  to  be 
taxed  under  the  law  in  force  when  the 
arrangement  was  made.  On  matters  re- 
lating to  retirement  we  normally  allow 
those  close  to  retirement  to  proceed 
under  the  old  law.  Where  there  have 
been  close  calls  we  have  tried  to  err  on 
the  side  of  leniency,  so  that  the  ques- 
tion of  retroactivity  might  not  even 
arise. 

However,  all  of  us  have  heard  plenty 
from  Federal  retirees  who  are  seeing  a 
lifetime  of  financial  planning  disrupt- 
ed by  the  bill.  The  feature  is  not  ille- 
gal. It  is  merely  heartless  and  mean- 
spirited. 


We  have  also  heard  of  the  retroac- 
tivity of  the  repeal  of  ITC.  Everybody 
knew  the  ITC  was  doomed,  but  many 
people  believed  our  speeches  about 
matching  the  effective  dates  of  tax 
cuts  to  the  dates  on  which  preferences 
are  reduced  or  repealed. 

The  big  companies  knew  what  was 
coming  and  had  the  resources  to  react. 
The  smaller  ones,  and  many  small 
companies  in  my  district  have  com- 
plained about  this  already,  will  not  be 
so  lucky.  They  can't  adjust  their  prices 
retroactively,  but  they  are  having 
their  taxes  raised  retroactively. 

There  is  also  a  retroactivity  problem 
on  restrictions  of  ITC  carryovers.  It's  a 
little  more  complicated,  but  just  as 
dangerous. 

Another  example  of  retroactive  un- 
fairness is  capital  gains.  My  constitu- 
ents who  have  sold  all  their  farms, 
homes,  or  businesses  under  contracts 
originating  this  year,  or  last  year,  or 
several  years  ago,  will  see  their  capital 
gains  taxes  raised  40  percent  from  a 
maximum  of  20  percent  to  a  maximum 
of  28  percent,  on  all  installments  after 
January  1,  1987.  That's  a  modest  in- 
crease perhaps,  unless  it  is  a  family's 
life  savings.  And  the  tax  in  the  first 
place  is  to  be  assessed  largely  because 
of  inflation. 

The  last  retroactivity  fairness  cita- 
tion is  that  of  elimination  and  reduc- 
tion of  preferences  regarding  passive 
income.  Those  taxpayers,  who  invest- 
ed in  shelter  programs  in  good  faith  in 
previous  years,  will  have  their  tax  ben- 
efits reduced  notwithstanding  the  fact 
that  their  investments  were  made 
before  this  bill  was  even  considered. 

Moving  on  from  retroactivity,  I 
would  respectfully  suggest  that  people 
who  believe  that  fairness  is  an  impor- 
tant characteristic  of  this  bill  should 
talk  to  elderly,  blind  itemizers  who 
lose  their  three  deductions  and,  be- 
cause they  don't  use  the  standard  de- 
duction, get  no  compensating  advan- 
tage. Take  a  look,  too,  at  two-earner 
families  on  whom  the  full  marriage 
tax  has  been  reimposed. 

And  how  about  States  which  are  de- 
pendent on  sales  taxes?  State  and  local 
income  taxes,  and  homeowners'  prop- 
erty taxes  are  still  deductible.  People 
in  certain  States  who  pay  high  sales 
tax  used  for  the  same  good  public  pur- 
poses that  income  taxes  are  used  in 
my  State  will  find  that  my  State 
income  tax  is  deductible  and  their 
State  sales  tax  is  not.  I  doubt  they  will 
have  a  lot  of  confidence  in  the  system. 

These  have  been  interesting  exam- 
ples, but  I  want  to  question  the  basic 
fairness  of  the  new  table.  The  drafters 
went  to  great  lengths  to  make  tax  cuts 
relatively  equal  in  percentages 
throughout  the  income  ranges.  They 
did  the  best  they  could,  but  because  of 
the  limitations  of  the  2-percent  rate 
schedule,  they  could  not  make  signifi- 
cant reductions  in  ranges  between 
$50,000  and  $100,000. 


The  percentage  increases  in  the  very 
high  income  ranges  could  only  be  par- 
tially restrained  by  gimmicks.  One  was 
the  repeal  of  the  capital  gains  tax. 
Others  were  the  phasing  out  of  the  15- 
percent  rate  and  the  personal  exemp- 
tion. 

The  final  result  is  unacceptable  be- 
cause gimmicks  don't  make  responsi- 
ble tax  law.  Tax  reductions  in  very 
highest  income  brackets  are  huge.  A 
10-percent  cut  for  a  low  earner  may  be 
$10  a  month.  For  a  high  wage  earner 
the  same  cut  may  be  $2,000  per 
month. 

A  worse  problem  is  that  much  of  the 
anticipated  increased  tax  revenue 
from  high  income  taxpayers  will  not 
materialize.  Already  income  partner- 
ships are  being  widely  distributed  so 
sheltered  taxpayers  can  offset  passive 
income  losses.  These  taxpayers  have 
some  flexibility  and  will  modify  their 
affairs  so  that  percentage  tax  cuts  in 
the  6-percent  figure  income  ranges 
will  no  doubt  be  much  more  than  ex- 
pected. 

It  is  also  true  that  the  largest  class 
of  wealthy  Americans  who  do  not  now 
pay  taxes,  will  not  pay  any  under  tax 
reform.  They  buy  tax-exempt  bonds, 
and  I  expect  them  to  keep  on  doing  so. 
I  also  expect  their  affluent  friends  will 
join  them  in  buying  these  bonds. 

Because  the  bill  contemplates  that 
passive  income  recipients  won't  change 
their  ways,  I  believe  that  after  2  or  3 
years,  Americans,  including  the  spon- 
sors of  the  bill,  are  going  to  be  embar- 
rassed by  how  well  the  people  who 
make  over  $100,000  do  compared  to 
those  who  earn  $25,000  to  $100,000. 

As  a  result  of  the  phasing  out  of  the 
15-percent  rate  and  the  personal  ex- 
emption, the  drafters  of  tax  reform 
have  put  $100,000  earners  into  higher 
marginal  rates  than  million  dollar  earn- 
6rs. 

As  a  matter  of  fact,  the  $38,000  single 
filer  will  pay  at  the  same  marginal  rate 
as  the  $1  million  earner. 

Skipping  back  to  the  low-income  tax- 
payer, it  has  been  noted  by  Martin 
Feldstein,  former  Chairman  of  the 
CEA,  that  the  same  person  who  gets  a 
$10  or  $20  per  month  tax  cut,  will  get 
a  $40  per  month  rent  increase,  because 
of  real  estate  incentives  reduced.  Be- 
cause most,  if  not  all,  of  the  $120  bil- 
lion tax  burden  shifted  from  individ- 
uals to  corporations  will  find  its  way 
into  prices  for  products  and  services, 
the  same  low-income  filer  may  have 
many  of  his  other  costs  increased,  too. 

I  believe  that  reduced  marginal  rates 
is  a  great  idea,  and  I  do  not  insist  on  a 
steeply  progressive  tax  table  with 
many  steps.  Nevertheless  I  believe 
there  will  be  a  huge  burden  shift  from 
low-income  people  to  high-income 
people.  That,  too,  will  prove  embar- 
rassing in  the  future. 

Elements  of  unfairness  have  been 
eliminated  from  the  Tax  Code  by  this 
reform,  but  they  have  been  replaced 
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by  new  elements  of  unfairness.  Over- 
all, if  the  new  code  under  tax  reform  is 
fairer,  it  is  only  marginally  so. 

H.R.  3838  IS  MORE  COMPLICATED 

On  the  question  of  simplicity,  there 
is  less  argument.  The  Secretary  of  the 
Treasury  said  when  presented  his  bill 
in  the  summer  of  1985  that  it  did  not 
make  corporate  taxes  simpler.  None  of 
the  successor  bills,  including  the  ver- 
sion before  us  today,  did  either. 

Only  a  few  preferences,  like  ITC's, 
were  eliminated.  Most  were  reduced  by 
modifications.  Many  of  these  changes 
are,  as  yet,  imperfectly  understood, 
particularly  in  areas  like  completed 
contracts  and  passive  income  whose 
ink  is  hardly  dry. 

And,  there  are  new  concepts,  with- 
out clear  definition,  or  like  "book 
income,"  without  any  definition. 
That's  the  bad  news.  The  good  news  is 
that  the  concept  of  book  income  ex- 
pires in  3  years,  and  is  replaced  by  an- 
other unexplained  concept,  that  of  an 
earnings  and  profits  tax. 

Tax  reform  hawks  tell  us  it's  won- 
derful to  reduce  from  14  brackets  to  2. 
In  the  first  place,  taxpayers  have 
always  plucked  their  liability  out  of  a 
table.  Ho  hum,  they  will  still  do  that 
as  they  move  from  14  to  2  brackets. 

In  the  second  place,  the  two  brackets 
aren't  two  brackets  because  of  two 
gimmicks.  One  is  a  surtax  to  phaseout 
the  15-percent  rate  over  $71,900  of 
income— joint.  The  other  is  a  phaseout 
of  the  personal  exemption.  These 
weird  and  tortured  stratagems  provide 
a  bewildering  variety  of  tax  rates,  the 
result  of  which  is  that  taxpayers  from 
$75,000  to  $200,000  will  pay  at  higher 
marginal  rates  than  taxpayers  who 
earn  $1  million  a  year. 

In  the  third  place,  there  is  a  transi- 
tion year  in  1987  with  five  brackets.  It 
was  occasioned  by  the  need  to  make 
the  bill  nearly  revenue  neutral  in  1987. 

It  is  often  said  that  the  bill  will 
create  more  short  form  filers.  It  may. 
But  about  two-thirds  of  all  filers  use 
the  short  form  now.  They  currently 
enjoy  simplicity.  Taxes  are  only  com- 
plicated now  for  those  who  can  afford 
to  hire  competent  advisors. 

No-return  filing  by  the  early  1990's 
was  a  dream  of  the  Treasury.  It  will 
work  for  nonitemizers  only,  all  short 
form  credits  are  repealed.  The  child 
care  credit  was  not  repealed.  Unless 
parents  quit  working,  return-free 
filing  won't  do  anything  for  them. 

Meanwhile,  for  simplicity's  sake, 
H.R.  3838  kills  charitable  deductions 
for  itemizers  and  repeals  the  political 
tax  credit. 

Simplicity  is  probably  not  a  Tax 
Code  virtue  anyway.  In  a  complex 
economy,  simplicity  is  often  the 
enemy  of  fairness  and  the  enemy  of 
equity.  As  long  as  there  is  a  short  form 
for  nonitemizers,  there  is  enough  sim- 
plicity. 

But,  insofar  as  simplicity  was  a  goal 
of  tax  reform,  it  is  a  missed  goal.  In- 


stead of  hitting  the  target,  the  tax  bill 
hit  itself  in  the  foot. 

H.R.  3838  IS  ANTISAVINGS  AND  ANTICAPITAL 
FORMATION 

The  United  States  has  the  lowest 
savings  rate  in  the  industrialized 
world.  We  have  always  been  conspicu- 
ous consumers  and  poor  savers.  H.R. 
3838  went  right  after  the  low  savings 
rate  problem  by  lowering  or  repealing 
all  the  important  savings  incentives  in 
the  current  Tax  Code.  For  me,  the  big- 
gest mistake  of  all  was  killing  the  cap- 
ital gains  tax  rate.  For  the  most  cap- 
italistic country  in  the  world,  the  one 
which  relies  most  on  entrepreneurial 
dynamism,  to  give  up  a  differential 
capital  gains  rate  is  a  kind  of  heresy 
that  surpasses  all  understanding. 

We  raised  the  capital  gains  rate  in 
1969,  recognized  the  folly  in  1978,  re- 
stored a  differential,  and  increased  the 
differential  in  1981.  In  1969  the  in- 
creased rate  brought  in— you  guessed 
it— less  revenue.  In  1978  and  1981,  the 
lower  rate— you  guessed  it  again- 
brought  in  more  revenue. 

Despite  this  clear  record,  the  confer- 
ence committee  has  given  us  a  bill 
which  guarantees  sharply  reduced  in- 
centives for  capital  formation.  The 
death  blow  to  one  of  the  most  impor- 
tant features  in  the  current  Tax  Code 
was  administered  for  two  reasons: 
First,  money  grubbing,  the  "we  need 
the  revenue"  syndrome;  and  second, 
the  fact  that  its  blessings  fall  more 
heavily  on  higher  income  folks  so  it 
became  a  tool  to  reduce  the  inherent 
regressivity  of  the  two-bracket  system. 

Two  business  incentives,  the  invest- 
ment tax  credit  and  depreciation  will 
make  a  massive  shortrun  negative 
change  in  corporate  capital  accumula- 
tion. Everybody  knew  that  the  ITC 
was  doomed,  but  it  could  have  been 
phased  out  more  gracefully. 

The  second  worst  savings  feature  in 
H.R.  3838  is  the  carnage  wrought  in 
the  retirement  savings  area.  In  the 
standard  section  415  pensions,  the 
maximum  deductible  amount  for  guar- 
anteed benefit  plans  is  already  inad- 
equate to  provide  benefits  for  more 
than  half  of  the  covered  employers  in 
some  plans. 

The  most  negative  impact,  however, 
lies  in  the  unnecessary  rules  changes 
which  will  cause  many  small  company 
plans  to  be  abandoned.  We  have  had 
major  changes  in  4  out  of  the  last  5 
years.  Employers  are  increasingly  find- 
ing that  legal  and  actuarial  costs  to  re- 
write plans  have  made  pension  over- 
head costs  prohibitive.  The  plans  will 
terminate,  and  pressures  will  increase 
on  the  Social  Security  System. 

The  story  on  IRA's,  401(k)  and 
403(b)  plans  is  well  known.  They  are 
not  killed,  merely  reduced.  That  can 
only  mean  less  savings  for  retirement, 
and  even  more  pressure  on  Social  Se- 
curity. 


H.R.  3838  IS  ANTIMANUFACTURING  AND  ANTI- 
EXPORT 

The  loss  of  ITC's  and  the  stretching 
of  depreciation  schedules  means  that 
America's  basic  manufacturing  indus- 
tries will  pay  more  taxes.  Some  of 
them,  of  course,  pay  no  taxes,  or  even 
have  been  collecting  refunds.  That's 
not  surprising  for  industries  which 
have  been  losing  money. 

The  new  tax  money  they  must  pay 
will  either  cost  them  market  share  or 
will  be  added  to  their  customers'  cost. 
For  those  selling  abroad,  their  goods 
will  carry  price  increases  in  markets 
where  they  are  barely  competitive 
now.  In  our  domestic  market,  foreign 
goods  will  be  relatively  cheaper.  In 
both  cases,  America  will  be  abruptly 
and  disruptively  disadvantaged. 

For  those  companies  selling  their 
wares  abroad,  the  current  Tax  Code 
offers  four  major  incentives,  the  for- 
eign tax  credit,  tax  deferral,  the  FSC 
[foreign  sales  corporation],  and  the 
section  911  exclusion  of  income  earned 
abroad  by  Americans.  None  of  these  is 
repealed  but  all  are  modified.  Worse, 
the  credit  is  modified  in  a  way  which 
practitioners  do  not  understand. 

At  a  time  when  U.S.  companies  are 
having  competitiveness  problems,  and 
when  our  trade  deficit  is  expected  to 
exceed  $170  billion  this  year,  one 
would  hardly  expect  the  Congress 
would  reduce  every  export  incentive 
on  the  books. 

For  manufacturers,  who  also  lose 
ITC,  depreciation  benefits,  the  burden 
in  H.R.  3838  is  a  double  one.  Their 
goods  will  be  more  expensive  and  their 
incentives  to  sell  them  abroad  will  be 
reduced. 

H.R.  3838  IS  ANTIEDUCATION 

The  head  of  the  Council  on  Educa- 
tion has  said  that  this  tax  reform  bill 
is  the  greatest  catastrophe  to  higher 
education  in  25  years.  I  can't  argue 
with  that  comment  because  the  bill  is 
obviously  catastrophic. 

Public  and  private  colleges  and  uni- 
versities occasionally  are  the  benefici- 
aries of  gifts  of  appreciated  property. 
Donors  under  the  current  law  may 
deduct  the  appreciated  value  of  the 
property.  This  bill  makes  the  appreci- 
ated portion  of  the  property  taxable 
under  the  minimum  tax  provision. 

Associations  of  higher  education  es- 
timate that  this  single  provision  could 
cost  them  about  $600  million  over  the 
next  5  years;  $600  million  taken  out  of 
higher  education  is  a  good  deal  more 
than  it  has  to  spare.  I  believe  that  it  is 
absolutely  absurd  to  inflict  this  kind 
of  abuse  on  what  should  be  the  high- 
est, most  noble,  function  of  our  econo- 
my. 

But  that's  not  all.  The  bill  subjects 
State-issued  student  loan  bonds  to  lim- 
itations. That  means,  in  my  State,  and 
maybe  yours,  that  less  money  will  be 
available  for  students  who  are  willing 
to  pay  for  educational  privileges,  but 
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may  not  be  able  to  borrow  on  their 
own. 

Another  bad  feature  for  colleges  is 
the  taxing  of  scholarship  stipends 
which  formerly  were  untaxed.  That  is 
a  small  change  but  one  which  will  dis- 
courage more  than  a  few  potential  in- 
structors of  the  future. 

The  last  body  blow  to  higher  educa- 
tion that  I  wish  to  discuss  is  the  strict 
limit  to  tax-exempt  building  bonds 
issued  by  private  institutions.  Dormi- 
tory bonds  are  going  to  be  in  scarce 
supply  at  the  same  time  as  we  are  de- 
nying colleges  gifts  of  appreciated 
property. 

The  total  package  spells  deep  trou- 
ble to  public  and  private  higher  educa- 
tion. The  damage  contributes  very 
little  in  revenue,  and  is,  in  my  judg- 
ment, not  essential  to  support  low 
marginal  tax  rates.  In  other  words, 
there  was  no  good  reason  to  beggar 
our  colleges. 

H.R.  3838  IS  ANTIHOUSING 

Housing  is  another  problem  area. 
The  passive  loss  section,  the  ITC 
repeal,  the  stretchout  of  depreciation, 
all  will  combine  to  raise  the  cost  of 
housing  and  lower  the  supply.  I  per- 
sonally agree  that  all  these  features 
needed  revision,  but  disagree  strongly 
with  the  disruptive,  dislocating  way  in 
which  the  changes  were  made.  Two  of 
them  are  retroactive,  all  of  them  are 
abrupt.  They  surely  could  have  been 
phased  in  more  gracefully. 

What  will  happen  is  that  investors 
will  have  to  raise  rents  abruptly.  Many 
renters  especially  low-income  renters, 
won't  be  able  to  pay.  That  means  pain 
and  suffering  for  renters,  or  empty 
apartments,  or  both. 

The  example  cited  by  former  CEA 
Chairman  Martin  Feldstein  is  of  the 
$25,000-earning  family  whose  taxes 
are  cut  $20  per  month  while  the  rent 
goes  up  $40  per  month. 

Next,  let's  consider  banking.  That  in- 
dustry could  afford  the  loss  of  the  in- 
terest deduction  for  purchase  of  tax- 
exempt  bonds.  It  should  not  have  to 
give  up  the  sizable  portion  of  the  for- 
eign tax  credit.  Here  is  another  in- 
stance of  policy  conflict.  In  trade  ne- 
gotiations we  want  to  expand  services 
abroad.  In  tax  legislation,  we  tell  our 
banks  to  stay  home. 

But  the  worst  harm  to  banking 
comes  in  the  repeal  of  the  bad-debt-re- 
serve deduction.  This  change  will  take 
$10  billion  out  of  bank  capital  at  the 
time  when  the  Chairman  of  the  Feder- 
al Reserve  System,  the  Controller  of 
Currency,  and  the  FDIC  all  say  the 
system  needs  more  capital  not  less. 

Ironically,  the  bad  debt  repeal  also 
hurts  agriculture.  Banks,  not  able  to 
set  up  sufficient  reserves,  will  be 
forced  to  foreclose  sooner.  At  this  time 
the  prime  candidates  for  foreclosure 
are  agricultural  loans. 


H.R.  3838  IS  TAX  REFORM,  BUT  THE  PRICE  IS 
TOO  HIGH 

Unfortunatehy  this  is  not  just  a  tax 
bill.  It's  a  housing  bill;  it's  an  educa- 
tion bill;  it's  a  farm  bill;  it's  an  indus- 
trial policy  bill;  it's  a  public  charities 
bill.  It  touches  nearly  every  activity  in 
our  society.  I  have  talked  here  about 
housing  and  education,  but  the  same 
comments  apply  to  other  functions  as 
well. 

So  here's  what  my  investigations  of 
the  bill  before  us  have  revealed  to  me. 
The  bill  is  antigrowth,  antisavings,  an- 
ticapital  accumulation,  antimanufac- 
turing,  antiexport,  anticompetitive- 
ness.  antieducation,  anlihousing,  anti- 
charity,  and  lots  more. 

It  fails  the  fairness  test.  It  is  more 
complicated  than  the  present  law,  and 
will  cause  negative  growth  compared 
with  current  law. 

If  the  bill  is  that  bad,  one  wonders 
why  it  is  so  highly  praised.  I  suppose 
the  answer  includes  the  tremendous 
personal  popularity  of  the  President, 
the  attractiveness  of  the  buzzwords 
"tax  reform,"  and  the  short-term  out- 
look of  the  Congress.  My  suspicion, 
and  it  is  a  suspicion  only,  is  that  most 
of  the  praisers  have  not  read  a  line  of 
the  bill. 

For  those  who  have  reviewed  the 
bill,  problems,  pitfalls,  and  disloca- 
tions jump  out  of  the  pages.  Reading 
soon  makes  it  obvious  that  the  goals  of 
fairness,  simplicity  and  growth  have 
not  been  achieved.  In  fact  the  bill  falls 
short  of  current  law  in  these  respects. 
The  problem  is.  as  I  see  it.  that  the 
committees  worked  backward.  Instead 
of  weeding  out  preferences,  and  then 
applying  the  proceeds  to  marginal 
rates  and  iow-income  taxpayers,  the 
committees  went  the  other  way.  They 
picked  rates  they  liked,  and  then 
skipped  through  the  Tax  Code  nicking 
every  preference,  the  good  and  the 
bad,  until  those  rates  were  achieved. 

That's  not  my  kind  of  tax  reform. 
My  kind  of  tax  reform  evaluates  pref- 
erences first.  Then  it  tries  to  make 
graceful  modifications,  with  no  retro- 
activity. I  believe  the  President's  crite- 
ria could  easily  be  met  in  this  way. 

For  all  these  reasons.  I  am  obliged  to 
vote  against  H.R.  3838.  I  hope  my  col- 
leagues will  look  at  this  bill  carefully. 
If  they  do.  I  suspect  they  will  come  to 
a  similar  conclusion. 

D  1420 

Mr.  DUNCAN.  Madam  Speaker.  I 
yield  1  minute  to  the  gentleman  from 
South  Carolina  [Mr.  Campbell],  one  of 
the  more  able  Members  of  Congress, 
and  also  a  member  of  the  Committee 
on  Ways  and  Means. 

Mr.  CAMPBELL.  Madam  Speaker, 
the  gentleman  from  Arkansas  [Mr. 
Anthony]  and  I  are  concerned  about  a 
technical  drafting  error  that  pertains 
to  the  14-day  rule  and  interest  deduc- 
tions for  certain  homes.  I  understand 
that  steps  are  being  taken  to  correct 


this  error,  and  I  just  want  to  be  sure  - 
about  that. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  will  the  gentleman  yield? 

Mr.  CAMPBELL.  I  yield  to  the  gen- 
tleman from  Illinois. 

Mr.  ROSTENKOWSKI.  The  gentle- 
man is  correct. 

Mr.  CAMPBELL.  I  thank  the  gentle- 
man. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Illinois  [Mr. 
Porter]. 

Mr.  PORTER.  Madam  Speaker,  I 
rise  in  strong  support  of  the  confer- 
ence report. 

Madam  Speaker,  today  we  consider  a  his- 
toric tax  bill.  But  it  is  not  historic  for  the  same 
reasons  that  the  budget  reconciliation  and  the 
continuing  resolution  are  historic.  Reconcilia- 
tion and  the  continuing  resolution  are  Con- 
gress at  its  historic  worst  and  most  hypocriti- 
cal. This  measure,  with  some  obvious  excep- 
tions, perhaps  represents  us  at  our  best.  The 
courage,  particularly  in  evidence  in  the  other 
body,  gives  us  all  a  sense  that  perhaps  we 
can  end  "business  as  usual"  in  Washington 
and  move  some  mountains. 

No  longer  will  some  corporations  with  large 
earnings  escape  paying  taxes.  No  longer  will 
the  poorest  of  our  citizens  pay  taxes  on  the 
money  they  rely  on  for  subsistence.  And  no 
longer  will  our  cities  be  clogged  with  empty 
office  buildings  built  for  tax  avoidance  rattier 
than  sound  economic  reasons. 

The  measure  before  us  broadens  our  tax 
base  and  dramatically  lowers  statutory  individ- 
ual and  corporate  rates.  It  pays  for  these 
lower  rates  by  eliminating  the  many  deduc- 
tions, credits,  and  exclusions,  that  have  al- 
lowed many  among  us  to  avoid  their  fair  share 
of  tax  liability. 

Most  importantly.  Madam  Speaker,  this  bill 
takes  the  tax  system  out  of  the  market.  The 
primary  purpose  of  taxes  is  to  raise  revenues. 
It  IS  not  to  grant  incentives  to  specific  types  of 
investments  and  industries.  These  decisions 
should  be  based  on  supply  and  demand,  not 
on  a  1040  or  1120  tax  form.  This  bill  allows 
the  market,  not  the  tax  system,  to  once  again 
lead  our  economy. 

Some  say  that  this  bill  is  meaningless  be- 
cause a  tax  increase  in  1 987  is  inevitable.  I  dc 
not  believe  Congress  will  vote  one,  and  I'm 
certain  President  Reagan  would  veto  it  if  we 
did.  But  if  such  an  increase  is  forthcoming, 
better  it  be  added  to  these  new  lower  rates 
than  onto  our  currently  higher  ones. 

Finally,  we  must  not  forget  that  the  greatest 
threat  to  our  economy  is  the  deficit.  This  bill 
claims  to  be  revenue  neutral.  I  hope  it  is.  But 
if  it  proves  otherwise,  we  should  not  go  back 
to  our  Tax  Code  to  find  solutions  to  our  own 
addiction  to  excessive  spending.  Next  year's 
temporary  revenue  surplus  in  this  legislation 
must  not  be  used  to  address  what  is  a  struc- 
tural deficit.  Doing  that  would  t>e  as  dishonest 
as  the  reconciliation  bill  we  passed  yesterday. 

If  I  had  separate  votes  on  the  various  provi- 
sions, I  would  vote  against  raising  the  capital 
gains  tax,  tightening  depreciation  schedules, 
applying  some  provisions  retroactively,  and  re- 
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stricting  pension  and  retirement  plans,  includ- 
ing, especially,  IRA's. 

No,  Madam  Speaker,  this  bill  is  not  pertect. 
There  are  those  that  argue  that  we  should  not 
pass  it  for  that  reason.  Certainly,  there  are 
those  who  will  pay  more  that  deserve  to  pay 
less,  and  those  that  will  pay  less  who  deserve 
to  pay  more.  But  for  once,  let  us  look  past  the 
November  elections  and  the  short-term  ef- 
fects. This  bill,  in  the  long  run,  is  more  fair, 
and  more  encouraging  of  sound  economic  de- 
cisions than  what  we  have  now,  and.  Madam 
Speaker,  that's  progress. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  1  minute  to  the  gentleman  from 
Connecticut  [Mr.  Rowland]. 

Mr.  ROWLAND  of  Connecticut. 
Madam  Speaker,  I  thank  the  gentle- 
man for  yielding  time  to  me. 

Madam  Speaker,  I  rise  in  support  of 
tax  reform,  and  I  would  like  to  bring 
to  the  attention  of  my  colleagues  my 
position  on  the  tax  reform  legislation 
before  us  today.  My  personal  prefer- 
ence for  real  tax  reform,  real  tax  sim- 
plification is  a  10-percent  flat  tax 
across  the  board.  Under  that  system,  it 
would  be  guaranteed  that  everyone 
would  pay  their  fair  share  of  taxes. 

Since  receiving  the  final  draft  of  the 
bill  this  past  weekend,  I  have  spent 
considerable  time  evaluating  its  effect 
on  my  constituents  in  the  fifth  district 
of  Connecticut. 

The  only  way  to  make  a  judicious 
decision  on  this  matter  is  to  compare 
the  bottom  line  under  current  law 
with  the  bottom  line  under  the  tax 
reform  bill.  Therefore,  I  commissioned 
my  own  analysis  of  the  legislation's 
impact  on  15  real-life  constituents,  a 
cross  section  of  working  men  and 
women. 

Out  of  the  15  taxpayers,  9  pay  lower 
taxes  under  the  new  tax  bill  and  6  pay 
more  taxes.  The  major  reason  some 
pay  more  is  the  loss  of  various  tax 
shelters. 

Also,  the  Governor  of  Connecticut 
compiled  a  similar  study.  He  found 
that  only  5  taxpayers  pay  more  under 
the  new  bill  versus  24  taxpayers 
paying  less. 

Overall,  most  taxpayers  will  receive 
at  least  a  small  tax  reduction  and 
some  will  receive  a  substantial  reduc- 
tion. The  significantly  lower  tax 
rates— 15  and  28  percent— serve  to 
lower  the  tax  liabilities  of  80  percent 
of  American  taxpayers  despite  the  loss 
of  a  variety  of  deductions. 

There  are  several  other  major,  posi- 
tive aspects  of  the  tax  bill. 

First,  it  would  at  long  last  impose  a 
minimum  tax  on  corporations  and 
wealthy  individuals  to  ensure  that  all 
will  pay  their  fair  share  of  taxes.  No 
longer  would  we  read  about  40  corpo- 
rations with  combined  profits  of  $100 
biUion  or  wealthy  individuals  paying 
no  taxes. 

Second,  it  will  take  6  million  working 
poor  off  of  the  tax  rolls  altogether. 

Third,  the  measure  eliminates  many 
shelters,  which  means  that  financial 


decisions  will  hinge  on  the  economic 
environment,  not  on  tax  consequences. 

Finally,  the  increased  personal  ex- 
emption is  a  victory  for  the  family  and 
represents  about  an  extra  $1,000  per 
child. 

Despite  these  positive  points,  I 
would  be  remiss  not  to  discuss  my  res- 
ervations about  the  bill,  as  follows: 

I  am  opposed  to  a  variety  of  retroac- 
tive provisions  because  they  change 
the  rules  of  the  game  midstream. 

I  am  disturbed,  in  particular,  by  the 
loss  of  the  State  sales  tax  deduction 
and  the  loss  of  the  IRA  for  certain 
taxpayers. 

As  one  of  four  States  with  a  sales 
tax,  but  no  income  tax,  Connecticut 
has  been  singled  out  by  the  loss  of  this 
deduction.  Despite  the  efforts  of 
myself  and  other  Congressmen  to  re- 
store this  item,  the  conference  com- 
mittee failed  to  recognize  the  equality 
of  sales  tax  with  other  forms  of  State 
and  local  taxes. 

Since  the  start  of  my  term,  I  have 
been  working  to  expand  full  IRA 
treatment  to  nonworking  spouses  and 
to  increase  the  contribution  level  from 
$2,000  to  $2,500.  At  a  time  when  saving 
for  the  future  should  be  greatly  en- 
couraged. I  am  very  unhappy  with  the 
phasing  out  of  IRA  eligibility  at  cer- 
tain income  levels. 

I  am  concerned  about  the  effect  on 
elderly  citizens  of  the  increased 
threshold  necessary  to  qualify  for  the 
medical  expenses  deduction.  The  bill 
requires  medical  expenses  to  exceed 
7.5  percent  of  a  taxpayer's  adjusted 
gross  income,  instead  of  5  percent  as 
at  present,  before  such  expenses  may 
be  deducted. 

The  loss  of  both  the  two-earner  de- 
duction and  the  student  loan  interest 
deduction  gives  me  pause  for  concern 
because  of  their  impact  on  the  young- 
er generation. 

Finally,  I  support  a  lower  capital 
gains  tax  rate  than  the  28-percent  top 
rate  in  the  bill.  A  taxpayer  who  ex- 
poses himself  to  the  risks  of  invest- 
ment, has  his  eventual  income  eroded 
by  inflation,  and  provides  the  startup 
capital  so  essential  to  a  vibrant  econo- 
my deserves  some  consideration  above 
and  beyond  what  is  given  to  investors 
making  safer  investments. 

Despite  these  very  real  concerns,  I 
believe  that  the  bill  is  more  fair  to 
American  taxpayers  than  current  law. 
Given  this  overall  improvement  and 
the  political  reality  that  such  a  reform 
opportunity  may  not  come  up  for 
many,  many  years,  I  feel  that  we 
cannot  let  this  chance  slip  away. 
Therefore,  I  favor  the  bill's  passage 
and  a  cleaning  up  of  the  weak  points 
later. 

Thank  you.  Madam  Speaker,  for  this 
opportunity  to  make  my  views  known 
to  my  colleagues  in  the  House. 
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Mrs.  KENNELLY.  Madam  Speaker, 
I  yield  1  minute  to  the  gentleman 
from  New  York  [Mr.  Schumer]. 

Mr.  SCHUMER.  Madam  Speaker,  I 
would  say  to  my  colleagues,  this  bill  is 
an  all-encompassing  bill.  Because  it  is 
so  broad,  no  one  is  going  to  like  all  of 
it  or  dislike  all  of  it.  There  are  going  to 
be  parts  of  the  bill  that  some  of  us  like 
and  parts  of  the  bill  that  those  same 
people  dislike. 

The  issue  is  what  are  the  most  im- 
portant parts  of  the  bill,  and  to  me 
there  is  one.  For  years  the  American 
people  have  been  crying  for  equity. 
They  want  to  make  sure  that  if  the 
guy  making  $30,000  a  year  is  paying 
$6,000,  $7,000.  or  $9,000  in  taxes  that 
the  person  making  $1  million  a  year, 
or  the  corporation  making  $1  billion  a 
year  pays  some  tax.  This  bill  does  that 
better  than  any  other  bill  I  have  seen. 
It  has  one  of  the  toughest,  leanest, 
and  smartest  minimum  taxes  that  has 
yet  been  devised. 

If  this  bill  becomes  law,  the  No.  1 
issue  on  taxes  that  is  vexing  the  Amer- 
ican people:  Why  should  I  pay  my 
share  when  the  wealthy  individual  or 
wealthy  corporation  is  not  paying  his 
share,  will  be  gone. 

Ladies  and  gentlemen,  we  have  a  his- 
toric opportunity  here.  We  have  an  op- 
portunity to  bring  much  more  equity 
to  the  system,  to  knock  out  those  who 
have  paid  no  taxes  simply  because 
they  are  richer  and  can  hire  fancy  ac- 
countants and  fancy  lawyers. 

We  ought  to  take  this  opportunity 
and  vote  yes  on  the  bill. 

Mr.  DUNCAN.  Madam  Speaker,  may 
I  ask  how  much  time  remains? 

The  SPEAKER  pro  tempore  (Mrs. 
Long).  The  gentleman  from  Illinois 
[Mr.  RosTENKOwsKi]  has  17  minutes 
remaining,  the  gentleman  from  Ten- 
nessee [Mr.  Duncan]  has  11  minutes 
remaining,  and  the  gentleman  from 
Texas  [Mr.  Archer]  has  7  minutes  re- 
maining. 

Mr.  DUNCAN.  Madam  Speaker,  I  re- 
serve the  balance  of  my  time. 

Mr.  ARCHER.  Madam  Speaker,  I  re- 
serve the  balance  of  my  time. 

Mrs.  KENNELLY.  Madam  Speaker. 
I  yield  3  minutes  to  the  gentleman 
from  Illinois  [Mr.  Rosso]. 

Mr.  RUSSO.  Madam  Speaker,  it  has 
been  a  long  2  years.  It  has  been  a 
tough  2  years.  The  House  and  the 
Senate  have  struggled  hard  and  long 
to  try  to  bring  this  Congress  a  fair  and 
equitable  bill. 

I  referred  to  this  measure  in  a  previ- 
ous debate  as  the  bill  that  would  not 
die.  It  has  survived  many  attempts  to 
kill  it  by  special  interests  all  across 
this  country,  and  the  American  people 
won.  The  bill  would  not  die  and  it 
would  not  die  because  the  American 
people  want  fairness  and  equity  in 
their  Tax  Code. 
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This  bill  takes  6V^  million  working 
poor  people  off  the  tax  rolls.  That  is 
fair.  That  is  equitable. 

We  give  the  bulk  of  the  benefits  to 
people  who  earn  between  $20,000  and 
$50,000.  That  is  fair;  that  is  equitable. 
They  have  been  shouldering  the 
burden  of  supporting  this  Tax  Code 
for  years.  Now  we  take  some  of  the 
burden  off  their  shoulders,  and  we 
shift  it  to  those  individuals,  and  those 
wealthy  and  profitable  corporations 
that  pay  no  taxes  in  this  country,  and 
in  fact,  received  rebates  from  the  Fed- 
eral Government  in  spite  of  their 
enormous  profits. 

That  is  what  this  bill  does.  I  take 
particular  pride  when  I  hear  my  col- 
leagues come  to  the  well  and  say  that 
this  bill  has  the  toughest  minimum 
they  have  ever  seen.  It  makes  sure  ev- 
erybody pays  a  fair  share. 

My  colleague.  Chuck  Schumer  and  I 
introduced  the  toughest  minimum 
that  this  Congress  has  ever  seen  and  it 
was  incorporated  in  the  House  version, 
and  then  by  the  other  body,  and  now 
in  the  conference  report,  and  now  we 
are  going  to  make  sure  that  the  Amer- 
ican people  get  a  fair  Tax  Code,  that 
they  will  not  try  to  avoid  anymore. 

We  have  closed  loopholes  auid  gone 
after  abusive  tax  shelters.  We  made 
sure  that  on  balance  everybody  pays 
their  fair  share,  and  that  is  what  the 
American  people  want. 

Are  there  some  problems  with  this 
bill?  Do  I  have  some  concerns?  Sure  I 
do. 

Is  this  a  compromise?  Sure  it  is. 

There  are  problems.  The  retroactiv- 
ity in  this  bill  is  not  fair,  and  it  was 
not  in  the  House  version.  We  fought 
hard  in  the  conference  to  take  it  out 
and  we  were  not  successful.  That  is 
not  fair.  And  the  retroactive  repeal  of 
the  3-year  recovery  basis  for  Federal 
employees  and  public  employees,  that 
is  not  fair  either. 

But  on  balance,  when  you  look  at 
the  total  impact  that  this  bill  has  on 
American  society,  is  it  better  than  cur- 
rent law?  The  answer  is  yes.  That  is 
why  the  American  people  want  us  to 
pass  this. 

This  is  historic.  We  ought  to  pass 
this  bill  and  make  sure  we  defeat  the 
motion  to  recommit. 

I  urge  my  colleagues  to  support  this 
bill. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  2  minutes  to  the  gen- 
tlewoman from  Connecticut  [Mrs. 
KennellyI. 

Mrs.  KENNELLY.  Madam  Speaker, 
I  rise  in  support  of  H.R.  3838  and  in 
support  of  tax  reform.  There  are 
many  reasons  to  be  for  this  bill,  but 
here's  one  of  the  best:  It  goes  a  long 
way  toward  addressing  the  legitimate 
economic  concerns  of  women. 

One  of  my  goals  has  been  to  ensure 
that  the  new  Tax  Code  treats  more 
people  more  fairly.  Equity  for  women, 
who  are  more  than  half  our  popula- 


tion, is  crucial  to  this  kind  of  fairness. 
This  tax  bill  is  good  news  for  women. 

First,  the  bill  is  good  news  for  work- 
ing women,  90  percent  of  whom  earn 
$25,000  a  year  or  less.  They  will  pay 
fewer  taxes  in  a  fairer  way. 

It's  good  news  for  poor  working 
women  who  were  the  forgotten  Ameri- 
cans in  the  1981  tax  bill.  About  three- 
fourths  of  those  living  in  poverty  in 
America  are  women  and  their  chil- 
dren. Changes  in  the  personal  exemp- 
tion, standard  deduction,  and  earned 
income  tax  credit  that  will  remove  6 
million  working  poor  people  from  the 
tax  rolls  will  get  these  women  the  tax 
relief  they  so  badly  need. 

The  tax  reform  bill  is  good  news  for 
the  growing  number  of  women  who 
are  single  heads  of  households. 
Whether  divorced,  widowed,  or  just 
trying  to  support  their  families  on 
their  own,  these  women,  under  current 
law,  have  the  same  standard  deduction 
as  single  taxpayers,  despite  their 
greater  family  responsibilities.  This 
bill  increases  the  difference  in  the 
standard  deduction  for  single  heads  of 
households  by  about  half  beginning  in 
1988,  eliminating  a  major  inequity. 

The  bill  will  be  good  news  when 
today's  working  women  retire.  It  make 
major  reforms  in  the  pension  system: 
Guaranteeing  5-year  vesting,  a  major 
benefit  in  today's  mobile  work  force, 
and  improving  integration  and  cover- 
age requirements,  to  ensure  that  those 
who  vest  in  pension  plans  receive  at 
least  a  minimum  benefit. 

And  finally,  the  bill  is  good  news  to 
older  women,  who  now  comprise  71 
percent  of  the  Nation's  elderly  poor 
and  whose  poverty  rate  is  over  twice 
that  of  older  men.  They  will  benefit 
from  the  increased  standard  deduction 
with  an  additional  allocation  for  elder- 
ly nonitemizers. 

The  Washington  Post  this  week 
called  this  bill  the  greatest  antipover- 
ty  legislation  of  the  last  6  years.  I 
agree.  Those  of  us  who  purport  to  care 
about  these  individuals  know  that,  in 
the  face  of  deficit  restraints,  this  bill 
is  our  only  vehicle  to  help  low  income 
Americans,  many  of  whom  are  women. 

I  urge  my  colleagues  to  vote  for  this 
conference  report.  We  have  a  unique 
opportunity,  and  we  should  seize  it. 

Madam  Speaker,  I  also  want  to  rec- 
ognize the  efforts  of  the  conferees  to 
develop  a  targeted  tax  incentive  to 
assure  the  continued  development  of 
low  income  rental  housing  for  those 
most  in  need.  Within  the  targeted 
group  of  low  income  individuals  are 
persons  with  disabilities  who  have  his- 
torically faced  the  fewest  options  in 
terms  of  adequate  and  accessible  com- 
munity-based housing. 

In  recent  years,  tax  incentives  have 
helped  prompt  the  private  develop- 
ment of  specialized  housing  to  meet 
the  needs  of  disabled  individuals.  I  un- 
derstand this  bill  continues  to  encour- 
age this  development  through  the  low- 


income  housing  tax  credit  and  I  am 
most  pleased  with  this  outcome. 

Again,  Madam  Speaker,  I  support 
tax  reform  and  believe  it  should  be  en- 
acted. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  2  minutes  to  the  gen- 
tleman from  California  [Mr.  Matsui]. 

Mr.  MATSUI.  Madam  Speaker,  we 
have  come  a  long  way.  It  has  been  24 
months  since  we  have  worked  upon 
this  tax  reform  legislation,  and  in 
about  an  hour  we  are  going  to  find  out 
whether  the  I>emocratic  Party  is  going 
to  be  the  party  of  special  interests  or- 
the  Republican  Party  the  party  of  big 
business.  Frankly,  I  "think  that  the 
American  people  will  be  watching  this 
vote  very  carefully,  not  just  in  the  No- 
vember election,  but  for  years  to  come. 

Let  me  just  address  a  couple  of 
issues.  We  have  talked  about  the  low- 
income  people.  It  will  take  6  million  of 
the  working  poor  off  the  rolls. 

We  are  going  to  increase  the  earned 
income  credit  and  the  standard  deduc- 
tion. This  is  something  we  should  have 
done  in  1981,  but  we  are  going  to  do  it 
now  in  this  legislation. 

Some  have  been  concerned  about 
this  being  an  antigrowth  piece  of  legis- 
lation. Let  me  tell  my  colleagues  some- 
thing. If  a  business  person  or  an  entre- 
preneur cannot  make  it  without  the 
investment  tax  credit  or  some  of  this 
preferences  that  have  been  put  in  the 
code  over  the  years,  if  they  caruiot 
make  it  on  the  basis  of  the  market- 
place, they  should  not  be  making  that 
investment  in  the  first  place. 
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What  this  code  will  do  is  it  will  bring 
fairness  to  the  system,  and  people  will 
be  making  decisions  based  upon  sound 
economic  policies  rather  than  what 
kind  of  tax  savings  they  can  make 
from  the  Tax  Code. 

Last,  I  have  heard  a  lot  of  people 
say,  "Well,  you've  got  $120  billion  you 
are  going  to  put  on  business  over  a  6- 
year  period."  In  1981,  business  paid 
13.8  percent  of  all  revenues  into  the 
Federal  Treasury.  After  the  1981  bill 
was  passed,  business  ended  up  paying 
8  percent.  This  bill  merely  brings  back 
equity. 

Now  business  will  pay  12.6  percent, 
not  even  what  they  paid  prior  to  the 
1981  bill.  Let  me  just  conclude  by 
making  one  further  observation:  I 
know  there  has  not  been  a  lot  of  sup- 
port in  the  grassroots  in  your  home 
districts  for  tax  reform;  but  you  know 
we  have  always  been  accused  in  Con- 
gress of  being  a  body  that  is  a  reactive 
body.  We  hear  somebody  talk  about 
trade  in  our  districts;  we  come  back 
and  we  pass  a  trade  bill.  We  hear 
someone  talk  about  drugs;  we  come 
back  and  pass  a  drug  bill. 

This  will  be  one  oppmrtimity  that  we 
can  be  a  creative  body,  and  really  re- 
spond to  the  American  public.  I  know 
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the  American  public  is  out  there 
watching  us,  and  they  are  looking  to 
see  whether  or  not  we  in  fact  are  a 
credible  institution  in  the  1980"s. 

I  urge  your  support  for  this  legisla- 
tion. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker.  I  yield  such  time  as  he  may 
consume  to  the  gentleman  from  North 
Carolina  [Mr.  Valentine]. 

Mr.  VALENTINE.  Madam  Speaker.  I 
rise  to  express  my  support  of  the  con- 
ference report. 

Madam  Speaker,  the  House  of  Rep- 
resentatives has  reached  a  critical 
juncture  in  a  historic  process  that 
started  more  than  a  year  ago.  Our  vote 
on  the  conference  report  on  H.R.  3838 
will  have  a  profound  effect  on  the 
lives  of  virtually  all  Americans. 

This  is  a  long,  complex,  and  highly 
technical  bill,  and  there  is  certainly 
much  room  for  disagreement  on  the 
relative  merits  of  its  thousands  of  pro- 
visions. But  I  hope  we  can  all  agree 
that  Chairman  Dan  Rostenkowski  of 
the  Ways  and  Means  Conunittee  and 
the  other  committee  members,  par- 
ticularly those  who  served  on  the  con- 
ference committee,  performed  a  re- 
markable feat  in  producing  the  legisla- 
tion that  we  are  considering  today. 

No  other  legislation,  to  my  knowl- 
edge, has  been  written  under  the  in- 
tense glare  of  public  scrutiny  that  illu- 
minated the  tax  revision  process  from 
start  to  finish.  Every  significant  provi- 
sion of  this  bill  was  weighed,  analyzed, 
evaluated,  and  criticized,  not  only  in 
the  hearing  rooms  but  on  editorial 
pages,  in  news  stories,  in  radio  and  tel- 
evision commentaries,  and  in  innumer- 
able position  papers  issued  by  interest 
groups. 

Under  those  conditions,  with  the  at- 
tendant pressures  that  they  produced, 
it  was  no  small  accomplishment  to 
write  the  most  far-reaching  tax  revi- 
sion in  our  history.  Our  colleagues  on 
the  Ways  and  Means  Committee  de- 
serve our  commendation  for  their  per- 
sistence in  working  toward  this  legisla- 
tion in  a  generally  bipartisan,  con- 
structive manner. 

Madam  Speaker,  this  is  by  no  means 
a  perfect  bill.  Like  other  Members.  I 
wish  that  certain  provisions  had  not 
been  included. 

For  example,  it  repeals  or  severely 
curtails  certain  tax  deductions  that 
are  widely  used  by  middle-income  indi- 
viduals and  families.  These  include  the 
deductions  for  individual  retirement 
accounts,  consumer  interest,  and  the 
so-called  marriage  penalty  deduction.  I 
am  also  concerned  about  the  retroac- 
tivity of  certain  provisions,  the  elimi- 
nation of  income  averaging,  changes 
that  affect  specific  industries,  and  re- 
strictions on  tax-exempt  bonds  issued 
by  State  and  local  governments. 

Madam  Speaker,  I  am  also  con- 
cerned about  the  effects  of  this  bill  on 
higher  education,  particularly  private 
colleges  and  universities.  Application 


of  the  new  alternative  minimum  tax  to 
gifts  of  appreciated  property,  the 
treatment  of  tax-deferred  annuity 
pension  plans,  restrictions  on  the  use 
of  tax-exempt  bonds  by  colleges  and 
universities,  and  increased  taxation  of 
scholarships,  fellowships,  and  academ- 
ic awards  and  prizes,  all  taken  togeth- 
er, could  have  a  devastating  impact  on 
some  institutions. 

During  the  conference  deliberations 
on  this  legislation  there  was  much  talk 
about  winners  and  losers  in  the  final 
version  of  the  bill.  In  my  opinion,  if 
private  higher  education  is  to  be  a 
loser  in  tax  reform,  then  the  entire 
Nation  will  be  the  biggest  loser. 

Madam  Speaker,  these  problems  are 
serious.  But  let  us  recognize  realistical- 
ly that  this  bill  cannot  represent  the 
final  act  of  the  tax  revision  process. 
Instead,  let  us  consider  it  a  major  step 
toward  a  fairer  Tax  Code  that  better 
meets  the  needs  of  Americans.  The  ink 
was  not  even  dry  on  the  conference 
report  when  the  need  for  another  tax 
bill  next  year  began  to  be  mentioned. 
If  there  is  to  be  additional  legislation. 
I  hope  we  will  use  the  opportunity  to 
correct  the  imperfections  in  H.R.  3838 
that  I  have  cited.  In  that  way.  we  can 
continue  to  work  toward  fulfilling  the 
ultimate  promise  of  tax  reform. 

Despite  my  reservations  about  cer- 
tain parts  of  H.R.  3838.  I  believe  it  is 
imperative  that  we  look  closely  at  the 
major  improvements  it  does  include. 

By  closing  gaping  loopholes,  elimi- 
nating certain  nonproductive  tax  shel- 
ters, and  imposing  a  new  minimum 
tax.  this  bill  makes  the  Tax  Code 
fairer. 

By  reducing  tax  rates  and  increasing 
the  personal  exemption  and  standard 
deduction,  it  produces  a  smaller  over- 
all tax  burden  for  most  middle-income 
Americans. 

By  removing  approximately  6  mil- 
lion of  the  working  poor  from  the  tax 
rolls,  it  provides  needed  relief  for 
those  who  can  least  afford  to  lose  a 
portion  of  their  income  to  taxes  yet 
who  have  faced  a  rapidly  rising  tax 
burden  in  recent  years. 

By  reducing  the  opportunities  for 
tax  avoidance,  curtailing  incentives  for 
certain  essentially  nonproductive  in- 
vestments, and  imposing  greater  uni- 
formity on  the  taxation  of  different 
industries,  it  helps  to  ensure  that 
future  investment  decisions  will  be 
reached  on  the  basis  of  economic 
rather  than  tax  considerations. 

Madam  Speaker,  these  are  signifi- 
cant improvements.  The  cumulative 
effect  of  lower  rates,  a  decreased  tax 
burden  for  the  majority  of  Americans, 
a  fairer  Tax  Code  with  fewer  opportu- 
nities to  avoid  paying  taxes,  and  an  in- 
creased role  for  free  market  forces 
rather  than  tax  gains  in  business  in- 
vestment decisions  must  be  positive. 

Moreover,  we  must  consider  the 
monumental  importance  of  this  bill  in 
the  long-range,  continuing  process  of 


tax  revision.  If  this  bill  fails,  the  proc- 
ess will  be  dealt  a  potentially  fatal 
blow.  On  the  other  hand,  making  fur- 
ther adjustments  and  improvements  in 
future  years  will  be  easier  if  we  start 
from  the  new  baseline  established  in 
H.R.  3838  than  if  we  start  all  over 
again  from  the  present  Tax  Code. 

For  those  reasons.  I  intend  to  vote 
for  this  bill.  This  is  not  an  easy  vote.  I 
am  conscious  of  the  shortcomings  of 
H.R.  3838  for  some  of  my  constituents. 
I  hope  that  those  shortcomings  can  be 
addressed  in  subsequent  legislation 
and  pledge  to  work  with  other  Mem- 
bers to  effect  additional  changes. 

Let  us  be  frank.  In  many  ways,  this 
bill  is  a  gamble.  No  one— not  the 
House,  not  the  Senate,  not  the  admin- 
istration, and  not  the  interest  groups 
whose  experts  have  analyzed  it— can 
predict  all  its  consequences  with  great 
certainty.  It  will  surely  have  unantici- 
pated results  for  some  individuals,  for 
some  industries,  and  perhaps  for  the 
entire  economy.  But  all  uncertainty 
cannot  be  avoided  in  a  comprehensive 
revision  of  a  Tax  Code  as  complex  as 
ours. 

Will  Rogers  once  said  that: 

People  want  just  taxes  more  than  they 
want  lower  taxes.  They  want  to  know  that 
every  man  is  paying  his  proportionate  share 
according  to  his  wealth. 

That  statement  may  be  less  witty 
than  most  of  Rogers'  pronouncements, 
but  it  is  no  less  true  than  his  other  ob- 
servations of  American  society. 

Rogers,  of  course,  knew  nothing  of 
this  particular  bill,  but  he  put  his 
finger  on  the  ultimate  test  of  H.R. 
3838  or  any  tax  reform  legislation. 
This  law  will  be  successful  only  if  the 
American  people  perceive  it  as  just. 
And  they  will  perceive  it  as  just  only  if 
we  in  the  Congress  fulfill  our  obliga- 
tion to  study  the  effects  of  this  bill 
carefully  over  the  long  term  and  make 
additional  changes  where  needed. 

We  have  come  a  long  way  since  the 
Ways  and  Means  Committee  began 
hearings  on  H.R.  3838.  And  we  have  a 
long  way  yet  to  go.  This  bill  is  certain- 
ly imperfect,  but  it  i.s  a  necessary  step 
toward  our  goal  of  a  Tax  Code  that 
will  meet  our  national  needs  in  the 
1990's  and  beyond. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  such  time  as  he  may 
consume  to  the  gentleman  from  Geor- 
gia [Mr.  Rowland]. 

Mr.  ROWLAND  of  Georgia.  Madam  Speak- 
er, I  rise  in  opposition  to  the  measure. 

Madam  Speaker,  the  tax  reform  bill  before 
us  today  is  the  product  of  a  long  and  arduous 
process  and  I  commend  my  colleagues  who 
have  worked  so  diligently  on  this  legislation. 
However,  I  cannot  support  the  Tax  Reform 
Act  of  1986  in  the  form  In  which  it  is  being 
presented  to  us  today. 

I  strongly  support  efforts  to  make  the  Tax 
Code  less  complicated  and  more  equitable. 
This  bill,  unfortunately,  does  not  meet  these 
goals. 
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Today,  the  phrase  "tax  reform"  is  being 
held  before  us  as  if  the  words  alone  justify  a 
positive  vote.  When  you  look  more  deeply  into 
this  legislation,  however,  its  many  flaws 
become  apparent. 

Most  people  recognize  that  this  bill  is 
flawed,  and  they  are  very  concerned  about  its 
impact  on  them  personally  and  their  communi- 
ties. This  has  become  clear  to  me  in  the  con- 
tacts I  have  had  with  people  in  Georgia's 
Eighth  Congressional  District  in  the  past  few 
weeks  and  I  would  be  surprised  if  your  con- 
tacts with  your  own  constituents  have  been 
much  different. 

Farmers  are  rightfully  very,  concerned,  for 
instance.  The  bill  contains  some  provisions 
which  will  be  helpful  to  agriculture.  However, 
this  does  not  excuse  the  fact  that  the  repeal 
of  income-averaging  is  fundamentally  unfair 
for  groups  like  farmers  which  tend  to  have 
wildly  fluctuating  incomes.  A  farm  family  earn- 
ing no  income  1  year  and  $60,000  the  next 
may  pay  twice  the  tax  as  a  similar  family  earn- 
ing $30,000  a  year  for  2  years,  even  though 
their  income  is  the  same  over  the  2-year 
period. 

Federal  employees  will  be  aversely  affected 
by  a  provision  within  the  bill  which  will  retroac- 
tively repeal  the  practice  of  receiving  their 
own  contributions  to  their  retirement  system 
during  their  early  years  of  retirement,  which 
relieves  them  of  having  to  pay  additional  taxes 
while  they  are  getting  settled  in  their  new 
lives.  For  many  of  civil  service  employees  this 
will  be  a  severe  blow  to  their  retirement  plans. 

It  threatens  to  increase  both  the  budget  and 
trade  deficits,  and  that  will  hurt  everyone. 
These  are  just  a  few  of  the  many  questionable 
aspects  of  this  bill. 

Madam  Speaker,  some  people  have  said 
that  the  bill  should  be  passed  now  and  fine- 
tuned  later.  In  my  view  it  would  be  much 
better  to  put  this  bill  aside  and  use  the  base 
of  knowledge  which  Congress  has  gained  in 
grappling  with  tax  reform  over  the  past  2 
years,  and  to  come  up  with  a  less  flawed  pro- 
posal to  offer  to  the  American  people. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  such  time  as  he  may 
consume  to  the  gentleman  from  Geor- 
gia [Mr.  Jenkins]. 

Mr.  JENKINS.  Madam  Speaker,  I 
rise  in  support  of  the  conference 
report  on  H.R.  3838.  I  do  so,  however, 
with  great  reluctance.  In  fact,  this  is 
one  of  the  most  difficult  votes  I  have 
had  to  make  during  r  y  lo  years  in  the 
Congress. 

Tax  reform  looked  very  promising 
when  the  House  passed  its  version  of 
H.R.  3838  late  last  year.  Tax  rates 
were  substantially  reduced,  the  per- 
sonal exemption  was  increased,  and 
millions  of  taxpayers  at  or  near  the 
poverty  level  were  removed  from  the 
tax  rolls. 

While  the  House-passed  bill  re- 
formed many  significant  abuses  in  the 
current  Tax  Code  and  provided  for  a 
tough  minimum  tax  for  individuals 
and  corporations,  it  still  maintained 
m&ay  features  of  the  current  Internal 
Revenue  Code  worth  keeping.  Under 
the  House  bill,  individual  retirement 
accounts  [IRA's]  were  preserved  for 


all  taxpayers.  The  capital  gains  exclu- 
sion, perhaps  the  most  important  in- 
vestment incentive,  was  kept  in  the 
law.  All  State  and  local  taxes  remained 
deductible  as  they  should  be,  including 
sales  taxes.  There  were  very  few  retro- 
active provisions,  and  the  House  bill 
was  basically  fair  in  its  redistribution 
of  the  tax  burden.  There  were  indeed 
problems  with  the  House  bill,  but  they 
were  problems  that  we  all  hoped 
would  be  corrected  in  the  Senate. 

But  something  happened  when  the 
bill  was  considered  by  the  Senate. 
Fairness  and  simplicity  went  out  the 
window.  The  Senate  became  obsessed 
with  one  goal:  lowering  rates  as  much 
as  possible  no  matter  what  the  cost  in 
terms  of  fairness  or  good  tax  policy. 

Unfortunately,  the  House  and 
Senate  conference  committee  did  not 
correct  the  many  shortcomings  of  the 
Senate  version  of  the  tax  reform  bill 
to  the  extent  that  it  should  have. 
Under  the  conference  report  we  are 
voting  on  today,  sales  taxes  imposed 
by  State  and  local  governments  will 
not  be  deductible.  The  deduction  for 
IRA's  will  become  a  thing  of  the  past 
for  millions  of  hard-working  Ameri- 
cans. Capital  gain  treatment  will  be 
eliminated,  with  the  ironic  result  of  in- 
creasing this  tax  the  greatest  on 
middle-income  taxpayers.  Perhaps 
worst  of  all,  the  Senate  bill  provided 
for  $35  billion  of  retroactive  tax  in- 
creases on  investments  made  by  mil- 
lions of  taxpayers. 

All  of  these  Senate  provisions  and 
many  others  were  included  in  the  con- 
ference agreement  we  are  voting  on 
today.  It  is  indeed  disappointing  to  see 
the  agreement  before  us  as  the  only 
option  we  have  for  tax  reform  this 
year. 

This  conference  report  does  have 
good  features.  Over  6  million  taxpay- 
ers at  or  near  the  poverty  level  will  be 
removed  from  the  tax  rolls.  Tax  rates 
are  reduced  very  substantially.  These 
benefits  are  indeed  important  and 
worthy  of  approval. 

While  I  am  voting  for  H.R.  3838 
today,  it  is  a  close  call.  The  good  only 
barely  outweighs  the  bad. 

My  vote  today,  however,  does  not 
constitute  an  endorsement  of  the 
many  shortcomings  in  the  bill.  As  a 
member  of  the  House  Committee  on 
Ways  and  Means,  I  intend  to  work  to 
correct  many  of  the  problems  that  this 
bill  will  unfortunately  create.  It  is  my 
hope  that,  in  the  coming  years,  we  can 
keep  the  good  parts  of  H.R.  3838  and 
repeal  the  bad  parts. 

Mr.  ANDERSON.  Madam  Speaker,  I  rise  in 
support  of  the  conference  report  to  accompa- 
ny H.R.  3838,  the  Tax  Reform  Act  of  1986. 

Despite  some  negative  features,  I  believe 
that  this  plan  represents  a  victory  for  tax  fair- 
ness and  equity. 

Neariy  everyone  agrees  that  the  1981  tax 
bill,  which  I  opposed,  was  a  windfall  for  the 
wealthy  and  for  the  corporations  of  America. 
Under  this  law,  middle  America  continued  to 


pay  taxes  without  the  benefit  of  special  loop- 
holes which,  in  turn,  resulted  in  the  subsidiza- 
tion of  wealthy  tax  avoiders.  In  a  nutshell,  this 
law  embodied  a  "Robinhood  in  reverse"  phi- 
losophy. 

The  tax  reform  conference  report  we  have 
tjefore  us  today  is  the  best  chance  we've  had 
in  5  years  to  amend  the  Tax  Code  and  plug 
up  those  loopholes  that  allow  large  numbers 
of  profitable  corporations  and  wealthy  individ- 
uals to  avoid  paying  their  fair  share  of  taxes— 
or,  in  many  cases,  to  avoid  paying  any  taxes 
at  all. 

H.R,  3838  would  reverse  the  5-year-old 
p)0licy  of  ever-increasing  taxes  on  the  poor  by 
removing  some  6  million  low-income  families 
from  the  tax  rolls.  According  to  estimates  by 
the  Joint  Committee  on  Taxation,  the  measure 
would  provide  an  overall  tax  cut  for  individuals 
averaging  6.1  percent  in  1988.  Roughly  $120 
billion  in  individual  taxes  will  be  cut  over  tt>e 
nexl  5  years,  with  business  taxes  tieing  in- 
creased by  an  equal  amount. 

Although  I  support  final  passage  of  this 
comprehensive  legislation,  I  strongly  take  ex- 
ception to  certain  provisions  in  the  report.  I 
think  it's  wrong  to  allow  certain  companies 
and  investors  to  tie  the  recipient  of  preferen- 
tial' "transition  rules"  who  will  get  to  keep 
some  of  their  tax  t)enefits.  while  neariy  every- 
one else  won't.  I  stroogly  believe  that  we 
should  work  to  close  these  special  rules  when 
the  100th  Congress  convenes  in  January.  Be- 
cause, we  cannot  have  true  tax  reform,  unless 
we  write  tax  bills  that  t'eat  people  uniformly. 

Mr.  HAWKINS.  Madam  Speaker,  I  want  to 
state  for  the  record  that  I  am  begrudgingly 
voting  "yes"  on  H.R.  3838,  the  Tax  Reform 
Act  of  1986,  despite  seme  very  senous  con- 
cerns I  have  about  the  resulting  economic  and 
budgetary  consequences,  as  well  as  procedur- 
al aspects  of  the  measure. 

I  am  voting  yes  because  this  is  the  only 
chance  we  have  to  obtain  certain  reforms  that 
are  long  overdue.  I  am  voting  yes  because  ap- 
proximately 6  million  low-income  families  will 
no  longer  have  to  pay  Federal  income  taxes, 
and  because  millions  of  others  will  receive 
significant  tax  advantages.  Economic  justice, 
however,  cannot  be  cited  as  rationale  to 
reduce  rates  for  many  individuals  and  busi- 
nesses who  deserve  no  relief  at  all,  especially 
for  those  who  have  been  reaping  the  benefits 
for  the  last  5  years  of  the  Tax  Act  of  1981. 

Why  should  we  fix  revenue  levels  before  we 
determine  the  appropnate  spending  levels  for 
badly  needed  domestic  programs  such  as 
education,  employment  and  training,  health, 
transportation,  and  housing  and  community 
development?  This  is  a  classic  case  of  putting 
the  cart  before  the  horse. 

The  right  procedure  is  to  first  approve  cost- 
effective  programs  that  put  people  to  work  as 
productive,  taxpaying  citizens. 

The  first  step  is  to  adequately  fund  pro- 
grams which  effectively  educate  our  young 
people  so  that  they  can  acquire  the  needed 
skills  and  training  the  compete  in  today's  ad- 
vanced technological  society. 

The  first  step  is  to  invest  in  programs  which 
provide  preventative  health  care  to  citi?ens 
who  cannot  afford  it  on  their  own,  so  that  we 
can  save  millions  of  dollars  in  outlays  now 
spent  on  taking  care  of  people  who  have  ill- 
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nesses  or  medical  problems  which  could  have 
been  prevented  had  early  screening,  diagno- 
sis, and  care  been  available. 

The  first  step  is  to  provide  support  for 
decent  and  affordable  housing,  community  de- 
velopment, and  an  all-out  attack  on  chme  and 
dnjg  abuse,  which  destroy  the  basic  founda- 
tions of  our  communities  and  our  society. 

These  priorities  should  be  addressed  first 
and  foremost,  and  only  after  accomplishing 
them,  should  we  tie  going  about  the  business 
of  seeing  who  gets  the  biggest  tax  break. 

What  we  really  need  most  is  a  healthy, 
growing  economy,  with  at  least  a  4.5  percent 
real  growth  rate.  Right  now  we  don't  even 
have  1  percent  growth,  and  upon  implementa- 
tion of  the  so-called  reforms  of  this  measure, 
many  economists  foresee  a  slippage  into  neg- 
ative growth  or  recession.  It  Is  this  lack  of 
growth  that  really  is  at  the  heart  of  our  deficit 
problem,  not  excessive  spending  as  the  ad- 
ministration and  some  Members  of  this  body 
so  often  scapegoat. 

While  this  measure  will  likely  pass,  our 
major  economic  problems  will  persist.  It  is  my 
sincere  hope  that  those  who  are  pressing  for 
this  reform  will  be  equally  as  dedicated  to  re- 
pairing whatever  damage  is  done  by  this 
unwise  and  dangerous  procedure. 

Miss  SCHNEIDER.  Madam  Speaker,  I  nse 
In  strong  support  of  the  tax  reform  bill  of 
1986.  I  want  to  commend  those  on  both  sides 
of  the  aisle  for  their  hard  work  on  this  legisla- 
tion—work that  has  taken  the  time  and  atten- 
tion of  many  Members  and  their  staff  for  the 
past  2  years. 

Like  most  legislation,  this  bill  will  not  satisfy 
all  of  the  concerns  of  all  of  our  constituents. 
Unlike  many  attempts  at  tax  reform,  it  has 
successfully  navigated  the  maze  of  the  legis 
lative  process.  In  that  regard,  it  is  indeed  an 
historic  legislative  achievement. 

One  of  the  cornerstones  of  Amencan  taw 
policy  is  the  concept  of  progressivity— those 
who  earn  more  should  pay  a  larger  share  of 
their  earnings  in  taxes.  The  tax  reform  bill 
maintains  progressivity.  At  the  same  time,  it 
removes  a  number  of  tax  shelters  which  en- 
couraged those  at  the  highest  rates  to  avoid 
all  taxes  regardless  of  the  rationality  of  their 
investments. 

The  tax  bill  removes  a  large  number  of 
people  from  the  lowest  income  levels  from  the 
tax  rolls.  It  also  substantially  reduces  the  tax 
burden  for  an  additional  5  million  low-income 
families. 

My  biggest  concern  in  the  tax  bill  is  the  fail- 
ure to  allow  Federal  retirees  who  were  on  the 
verge  of  retirement  to  make  plans  for  their  re- 
tirement that  would  allow  them  to  take  advan- 
tage of  a  benefit  that  they  had  anticipated. 

An  analysis  has  been  done  that  shows  that 
the  tax  package  as  a  whole  will  be  more  ben- 
eficial to  public  sector  employees  than  current 
law.  While  that  is  commendable,  it  Is  difficult 
for  me  to  understand  why  this  change  In  the 
treatment  of  retirement  benefits  was  retroac- 
tive. I  have  worked  hard  to  see  to  it  that  Fed- 
eral retirees  receive  a  fair  shake  and  I  think 
that  the  retroactive  change  is  an  unnecessary 
affront  to  those  who  have  served  their  coun- 
try. 

When  I  look  at  the  bill  as  a  wfrale,  however, 
I  see  legislation  that  is  far  superior  to  our  cur- 
rent Tax  Code — a  bill  that  removes  inequities 


in  the  current  code,  a  bill  that  makes  profita- 
ble corporations  and  wealthy  individuals  pay 
their  share  of  taxes,  and  a  tiill  that  promotes 
investments  that  will  Increase  our  competitive 
position  in  the  world. 

Madam  Speaker,  the  authors  of  this  bill 
have  done  a  commendable  job.  We  could 
hope  that  Congress  might  come  up  with  a 
better  bill  with  an  additional  2  years  of  work, 
but  I  doubt  that  this  Is  the  case.  A  vote 
against  this  bill  is  a  vote  that  locks  In  the  un- 
fairness of  the  current  tax  code  for  the  fore- 
seeable future.  I  heartily  agree  that  even  with 
the  problems  In  the  tax  reform  bill,  it  is  a  vast 
improvement  over  current  law.  I  urge  my  col- 
leagues to  accept  the  remarkable  progress 
that  this  bill  makes  and  to  support  passage  of 
the  tax  reform  bill. 

Mrs.  COLLINS.  Madam  Speaker,  I  would 
like  to  begin  by  commending  my  colleague. 
Chairman  Dan  Rostenkowski  for  his  efforts 
in  leading  and  managing  the  charge  for  fax 
reform.  That  we  are  here  today  debating  the 
conference  agreement  Is  Indeed  an  accom- 
plishment. 

Let  me  state  at  the  outset  that  I  fully  sup- 
port the  need  for  fairness  and  equity  In  our  tax 
system.  For  far  too  long,  corporations  and  the 
wealthy  have  danced  through  loopholes  and 
left  tax  paying  to  the  working  men  and  women 
of  this  Nation  I  am  pleased  to  note  that  now, 
millions  of  poor  and  elderly  will  be  exempt 
from  paying  taxes  and  corporations  and  the 
nch  will  join  mainstream  Americans  In  doing 
something  they  haven't  done  In  decades— pay 
up! 

On  a  positive  note  the  conference  report 
provides  much  In  the  way  of  relief  for  ordinary 
taxpayers.  The  measure  increases  personal 
exemptions,  retains  deductions  for  mortgage 
interest,  and  maintains  child  care  credits. 
Overall,  the  tax  bill  benefits  the  majority  of 
middle-Income  tcixpayers  by  reducing  the  tax 
rate,  making  the  whole  tax  process  simpler 
and  increasing  standard  deductions. 

Unfortunately,  however,  there  are  a  number 
of  provisions  which  cause  this  so-called  reve- 
nue neutral  measure  to  slowly  bury  many  of 
the  pluses  that  were  designed  to  provide  relief 
to  the  majority  of  Americans.  For  the  most 
part,  the  conference  agreement  does  away 
with  savings  Incentives,  specifically,  IRA's, 
raises  the  floor  for  medical  expense  deduc- 
tions, repeals  certain  adoption  expenses,  and 
repeals  the  two-earner  deduction. 

Additonally  this  agreement  repeals  the 
present  law  exclusion  for  long-term  capital 
gams  for  Individuals  and  repeals  the  invest- 
ment tax  credit  for  property.  It  will  mean  that 
State  and  local  governments  will  face  higher 
txjrrwing  costs  and  restrictions  on  their  right  to 
issue  tax-exempt  bonds  for  certain  projects.  1 
suppose  the  biggest  problem  with  the  confer- 
ence report.  Is  that  it  Is  so  revenue  neutral— 
we  use  revenue  gained  from  closing  loopholes 
for  rate  reduction— instead  of  using  the  money 
to  reduce  the  deficit. 

The  minuses  in  the  bill  are  provisions  I  feel 
need  to  be  maintained.  That  so  many  of  them 
are  repealed  gives  me  great  cause  for  con- 
cern. 

However,  when  I  consider  the  plusses  in 
this  legislation,  they  outweigh  these  negative 
aspects  of  this  bill  and  will  support  it. 


Mr.  SHUMWAY.  Madam  Speaker,  I  have 
kept  an  open  mind  during  the  past  month  as 
the  House-Senate  Conference  Committee  on 
Taxation  approved  a  compromise  tax  reform 
bill  and  have  closely  examined  the  arguments 
of  both  proponents  and  opponents.  I  opposed 
the  House  version  of  the  bill  last  December 
becuase  it  failed  to  achieve  the  objectives  of 
any  real  effort  at  tax  reform,  namely:  First,  to 
simplify  the  tax  system  in  order  to  reduce  the 
time  and  resources  spent  on  preparing  tax  re- 
turns; second,  to  make  the  system  fair  so  that 
all  Individuals  and  businesss  are  treated 
equally;  and  third,  to  provide  incentives  for 
economic  growth.  While  I  recognize  the  many 
achievements  contained  In  the  bill  reported 
out  of  the  joint  committee,  the  compromise  bill 
does  not  adequately  address  these  reform  ob- 
jectives. Therfore,  I  cannot  support  the  bill. 

The  tax  reform  bill  does  not  simplify  the  Tax 
Code.  Its  provisions  will  complicate  the  prepa- 
ration of  tax  returns  even  for  individuals  with 
fairly  uncomplicated  lives.  Taxpayers  will  only 
have  to  calculate  their  taxes  twice— once 
under  the  regular  tax  system  and  again  under 
the  alternative  minimum  tax— but  this  dual 
system  will  serve  to  complicate  investment 
decisions  and  to  confuse  calculations  of  tax  li- 
ability. Reducing  the  number  of  tax  brackets 
from  14  to  2  hardly  qualifies  the  tax  system 
created  by  the  bill  as  simplified:  any  child  with 
counting  skills  could  easily  take  a  number  and 
find  its  location  in  any  quantity  of  number 
fields.  The  bill  clearly  does  not  reduce  the 
time  and  resources  spent  by  taxpayers  on 
prepanng  tax  returns. 

While  the  bill  makes  some  important  head- 
way in  increasing  the  fairness  of  the  current 
Tax' Code  by  closing  some  loopholes  and  by 
removing  6  million  low-wage  workers  from  the 
tax  rolls,  I  cannot  consider  the  bill  completely 
equitable.  Loopholes  continue  to  pervade  this 
compromise  bill  both  through  its  original  provi- 
sions, like  the  exemption  from  income  tax  for 
Aleut  Indians  who  make  their  living  by  hunting 
and  selling  reindeer,  and  through  the  "transi- 
tion rules,"  originally  intended  to  redress  im- 
plementation inequities,  tiut  transformed  into 
pork-barrel  benefits  for  those  with  special  rela- 
tionships to  the  bill's  crafters. 

It  is  the  retroactivity  of  some  provisions,  like 
the  repeal  of  the  passive  loss  deduction  and 
of  the  3-year  basis  recovery  rule  for  public 
servant's  pensions,  however,  which  concerns 
me  most.  These  provisions  breach  the  trust 
which  should  exist  between  taxpayers  and  the 
Government.  Taxpayers  shape  their  economic 
decisions  according  to  governmental  incen- 
tives and  disincentives.  To  take  away  or 
modify  these  incentives  is  bad  enough,  but  to 
do  so  retroactively  Is  entirely  reprehensible. 
Laws  should  not  be  wholly  Immutable,  but  nei- 
ther should  taxpayers  be  penalized  for  deci- 
sions which  they  made  In  the  past  under  laws 
that  allowed  for  those  decisions. 

The  tax  reform  bill  also  fails  to  provide  in- 
centives for  economic  growth;  In  fact,  the  bill 
inhibits  growth.  By  repealing  the  investment 
tax  credit,  the  special  treatment  of  capital 
gains  and  by  lengthening  depreciation  sched- 
ules, the  bill  effectively  increases  the  cost  of 
capital,  thereby  slowing  and  ultimately  reduc- 
ing capital  formation  and  economic  growth. 
Repeal  of  such  incentives  will  severely  frus- 
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trate  industrial  modernization,  formation  of 
new  ventures  and  will  also  seriously  jeopard- 
ize the  competitiveness  of  American  business- 
es abroad.  Given  the  important  role  in  our 
economy  of  modernization,  entrepreneurial 
business  ventures  and  international  trade,  the 
bill  compromises  our  current  and  future  eco- 
nomic well  being  as  well  as  our  already  pre- 
carious trade  position.  This  bill  would  disman- 
tle the  very  incentives  which  have  brought 
about  recent  economic  growth. 

The  compromise  bill  also  has  an  antisavings 
bias.  Not  only  does  the  bill  do  nothing  to  cor- 
rect the  lack  of  incentive  for  savings  under 
current  law,  but  it  severely  restricts  several 
currently  popular  savings  plans.  This  is  incom- 
prehensible, considering  the  fact  that  Ameri- 
cans are  currently  saving  at  the  lowest  rate  in 
35  years,  and  compare  very  unfavorably  with 
other  industrialized  nations. 

I  support  the  fundamental  concept  and 
goals  of  tax  reform:  To  simplify  the  Tax  Code, 
increase  fairness  for  all  taxpayers,  and  to  pro- 
vide incentives  for  economic  growth.  These 
goals  have  not  been  met  by  the  compromise 
bill.  I  am  hopeful  that  Congress  will  someday 
enact  true  tax  reform  legislation  that  meets 
these  goals  without  dilution  or  compromise. 

Mr.  GUNDERSON.  Madam  Speaker,  the  oft- 
quoted  saying  that  "nothing  In  life  is  certain 
except  death  and  taxes"  is  attributed  to  the 
great  American  patriot,  Benjamin  Franklin. 
One  cannot  help  but  believe  that,  had  Dr. 
Franklin  lived  to  obsen/e  the  Congress  of  the 
United  States  during  the  20th  century,  he 
would  have  added  "tax  reform"  to  that  list. 

Yet,  the  need  for  fundamental  tax  reform  is 
genuine  and  unquestionable.  I  am  frequently 
reminded  of  that  fact  by  a  story  my  father 
tells.  As  a  small  businessman,  he  frequently 
entertains  his  employees  and  their  families  at 
home.  These  evenings  of  conversation  and 
good  food  not  only  bring  employer  and  em- 
ployee closer  together,  but  produce  some 
good  ideas  as  well. 

I  share  this  point  with  my  colleagues  only  to 
underscore  the  disparity  of  the  current  code. 
My  father  can  deduct  the  cost  of  these  eve- 
nings from  his  taxes  as  a  business  entertain- 
ment expense.  However,  if  an  employee  were 
to  invite  my  parents  to  his  home  under  similar 
circumstances,  no  deduction  would  occur. 

While  the  conference  agreement  does  not 
totally  correct  this  situation,  it  does  mitigate 
the  disparity.  Nevertheless,  this  example  has 
demonstrated  the  existing  unfairness  of  our 
Tax  Code  to  me  for  many  years  and  con- 
vinced me  of  the  need  for  reform. 

Quite  simply,  as  our  Federal  income  tax 
code  has  developed  over  the  last  half-century, 
there  has  been  a  tendency  to  make  changes 
based  upon  special  interest  without  regard  to 
consistency  or  the  original  intent  of  the  law. 

By  mid-century,  this  process  had  created 
enough  loopholes  and  unintended  shelters  to 
cause  President  Truman  to  comment  that  "the 
continued  escape  of  privileged  groups  from 
taxation  violates  the  fundamental  democratic 
principle  of  fair  treatment  for  all  and  under- 
mines public  confidence  in  the  tax  system." 

Notwithstanding  this  and  other  calls  for  tax 
reform,  the  overall  picture  of  our  Internal  Rev- 
enue Code  which,  just  18  months  ago.  Presi- 
dent   Reagan    described    as    "complicated. 


unfair,  and  cluttered  with  gobbledygook  and 
loopholes"  has  remained  relatively  constant. 

Clearly,  the  time  has  come  to  deliver  on  the 
age-old  political  promises  to  make  the  Federal 
Tax  Code  fairer  and,  where  possible,  simpler. 
And  it  seems  to  me,  Mr.  Speaker,  that  the 
conference  agreement  we  have  before  us 
today  accomplishes  that  result  better  than  any 
other  teix  legislation  we've  considered  in  the 
last  three  decades. 

Now,  that's  not  to  say  that  this  agreement 
is  perfect.  On  the  contrary,  by  continuing 
some  "loopholes"  while  eliminating  some  very 
legitimate  deductions,  it  contains  some  bad 
judgments  which  will  result  in  poor  public 
policy.  However,  it  is  doubtful  that  perfection 
or  philosophical  purity  can  ever  be  achieved  in 
945-page  document  produced  by  a  democrat- 
ic process  which  involves  535  legislators  and 
relies  on  compromise  and  accommodation  for 
acceptance. 

Yet,  any  time  the  current  administration,  the 
League  of  Women  Voters,  the  National  Asso- 
ciation of  Manufacturers,  the  Center  for  Rural 
Affairs,  the  National  Taxpayers  Union,  the  Co- 
alition on  Human  Needs,  the  Citizens  for  Tax 
Justice,  the  Communications  Workers  of 
America,  and  the  American  Association  of  Re- 
tired Persons  unite  behind  tax  legislation  de- 
spite their  very  different  political  agendas,  we 
had  better  give  careful  consideration  to  its 
contents. 

FAIRNESS 

On  the  issue  of  fairness,  the  conference 
agreement  will  remove  $6  million  low-income 
individuals  from  the  tax  rolls  while  instituting  a 
new.  strong'er  alternative  minimum  tax  for  indi- 
viduals and  corporations  to  insure  that  all  per- 
sons pay  their  fair  share. 

Further,  a  distinction  between  middle-  and 
upper-income  taxpayers  is  maintained  by 
phasing  out  the  benefit  of  the  15-percent 
bracket  as  well  as  the  higher  level  for  the  per- 
sonal exemption  as  an  individual  moves  into 
the  upper  income  range. 

As  a  result,  progressivity  is  Increased  as  the 
highest  percentage  of  tax  relief  goes  to  tax- 
payers earning  less  than  the  median  income 
while  the  smallest  percentage  change  in 
income  taxes  goes  to  those  with  incomes 
above  $75,000. 

PROFAMILY 

A  higher  personal  exemption,  an  increased 
standard  deduction,  and  an  extension  of  the 
earned  income  tax  credit  to  families  earning 
up  to  $17,000  (as  well  as  indexing  this  credit 
for  inflation)  will  all  result  in  working  families 
with  children  paying  fewer  Federal  income 
taxes. 

THE  ELDERLY 

In  addition  to  these  general  changes,  the 
creation  of  an  extra  standard  deduction  for 
the  elderly  will  further  remove  a  good  share  of 
the  existing  income  tax  burden  on  our  older 
Americans. 

This  new  deduction  acting  in  concert  with 
the  other  general  changes  will  mean  that 
700,000  older  Americans  will  be  removed 
from  the  Federal  income  tax  roll.  It  will  also 
result  in  simpler  filing  procedures  for  senior 
citizens  as  many  will  no  longer  have  to  itemize 
deductions. 


AGRICULTURAL  PRODUCERS 

By  restricting  losses  from  passive  invest- 
ments from  being  used  to  offset  other  non- 
passive  income,  the  current  Federal  incentive 
for  nonfarmers  to  engage  in  farming  oper- 
ations is  significantly  reduced.  This  may  be 
the  most  important  step  we  could  take  to  pre- 
serve the  family  farm  by  ending  the  tax-loss 
farming  operations  which  continue  to  contrib- 
ute significantly  to  the  surplus  production 
problems  we  face  in  American  agriculture. 

Further,  the  maintenance  of  cash  account- 
ing, the  doubling  of  the  amount  of  investment 
that  may  t)e  expensed  annually  from  $5,000 
to  $10,000,  greater  tax  flexibility  in  refinancing, 
and  the  new  deduction  for  a  portioin  of  premi- 
ums paid  for  health  insurance  will  all  benefit 
our  agricultural  producers.  A  special  transition 
rule  is  also  included  to  preserve  capital  gains 
treatment  for  payments  made  in  1987  under 
the  dairy  termination  program. 

THE  GREATER  GOOD 

In  the  final  analysis,  most  individual  Ameri- 
cans will  pay  less  in  Federal  income  tax  as  a 
result  of  the  revisions  made  by  the  conference 
agreement.  Our  Joint  Committee  on  Taxation 
estimates  that  78.8  percent— over  three-quar- 
ters—of all  Americans  will  have  a  smaller  Fed- 
eral Income  tax  liability  in  1 988  than  presently. 

Extrapolations  these  estimates  to  U.S. 
census  data  for  Wisconsin's  Third  Congres- 
sional District,  one  finds  that  an  even  larger 
number  of  tetxpayers  in  western  Wisconsin — a 
full  81.0  percent— will  pay  fewer  Federal 
income  tjwes  in  1 988  if  the  conference  agree- 
ment is  approved. 

A  review  of  a  random  sample  of  returns  by 
a  large  accounting  firm  in  my  district  done  at 
my  request  also  confirms  these  general  statis- 
tics. 

A  WISH  UST 

As  noted,  not  all  of  the  changes  are  for  the 
good.  There  are  several  provisions  and  many 
transition  rules  I  certainly  would  not  have  in- 
cluded in  the  conference  agreement  if  I  were 
afforded  the  luxury  of  drafting  the  bill  by 
myself  In  fact,  on  each  of  these  provisions  I 
corresponded  with  the  conferees  asking  that 
current  law  be  maintained. 

Among  those  changes  are  the  retroactive 
elimination  of  the  investment  tax  credit  and 
the  3-year  basis  recovery  rule  for  pensions,  as 
well  as  the  repeal  of  Income  averaging,  capital 
gains,  and  the  deductions  for  consumer  Inter- 
est and  chantable  contributions  (for  nonitem- 
izers). 

The  loss  of  these  deductions  on  or  before 
January  1,  1987,  Is  particulariy  troubling  given 
the  effective  date  for  lower  individual  rates  of 
March  31.  1987. 

Undoubtedly,  there  will  be  cases  where  indi- 
viduals will  pay  more  because  of  these 
changes.  Yet,  when  balanced  against  the 
overall  good  resulting  from  the  bill,  these 
"bad"  provisions  do  not  mandate  a  vote  in 
opposition  to  the  entire  package. 

ECONOMIC  EFFECTS 

Finally,  I  have  been  concerned  about  the 
effect  of  transferring  $120  billion  of  tax  liability 
from  individuals  to  the  corporate  sector  over 
the  next  5  years. 

However,  given  Treasury  Secretary  Baker's 
economic  forecast  based  on  the  assumed 
passage  of  tax  reform  package,  much  of  that 
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concern  has  subsided.  The  Secretary  projects 
that,  rf  enacted,  these  tax  changes  will  result 
In  a  long-term  increase  in  workers'  real  after- 
tax wages  of  more  than  5  percent  which  will, 
in  turn,  lead  to  a  lortg-term  increase  in  em- 
ployment of  as  much  as  2  or  3  percent. 

CONCLUSION 

The  numbers  speak  for  themselves,  Mr. 
Speaker — over  three-quarters  of  all  Americans 
will  pay  less  Federal  Income  tax,  and  6  million 
low-income  individuals  (including  700.000 
older  Americans)  will  t>e  completely  be  re- 
moved from  the  tax  rolls.  At  the  same  time, 
there  will  be  cases  where  some  individuals  will 
pay  more  t}ecause  of  tfieir  dependence  upon 
a  specific  deduction  or  credit  that  will  be  re- 
pealed. 

In  the  final  analysis,  then,  we  must  ask  our- 
selves two  questions.  First,  is  the  bill  t>etter 
than  the  present  Tax  Code?  I  believe  the 
answer  is  an  unequivocal  "Yes." 

Second,  should  we  reject  tax  reform  be- 
cause of  problems  with  the  implementation  of 
some  of  its  provisions,  particularly  the  retroac- 
tive effective  dates  of  some  of  the  sections? 
The  answer  to  that  question  is  "No."  It  would 
be  wrong  in  the  short  term  for  we  would 
simply  continue  the  uncertainty  associated 
with  the  tax  reform  debate  into  next  year.  And 
it  is  also  wrong  In  the  long  term  if  you  t)elieve 
the  majority  of  changes  in  the  conference 
agreement  are  better  than  the  present  code. 

With  these  considerations,  then,  I  must  do 
what  is  best  for  my  district  and  my  country.  I 
t)elieve  that  demands  a  vote  in  favor  of  the 
conference  report. 

Mrs.  SCHROEDER.  Madam  Speaker,  I  will 
vote  no  t>ecause  after  reading  the  Stockman 
book,  his  bottom  line  is  a  government  is  in 
trouble  if  it  raises  70  cents  for  every  dollar  it 
spends.  This  bill  continues  the  trouble.  I  wish 
it  had  plugged  the  corporate  loopholes 
opened  in  1981,  period.  Let  me  talk  a  little 
more  about  what  revenue  neutral  really 
means. 

The  1986  tax  reform  is  designed  to  be  reve- 
nue neutral,  a  startling  fact  in  the  face  of 
record  Federal  deficits.  We,  Democrats  and 
Republicans,  liberals  and  conservatives,  are 
afraid  to  raise  revenue  to  pay  for  the  level  of 
Government  we  claim  is  necessary. 

But  the  revenue  neutrality  is  deceptive.  Only 
the  net  result  is  revenue  neutral. 

Within  the  bill  revenue  is  raised  with  some 
changes  in  order  to  offset  other  changes. 

The  most  disturbing  change  is  the  elimina- 
tion of  certain  deductions  in  order  to  raise  rev- 
enue to  offset  the  revenue  lost  by  curtailing 
the  progressive  tax  rates. 

In  other  words,  in  order  to  lower  the  rates 
for  upper  income  taxpayers,  the  bill  eliminates 
deductions— and  thus  increases  the  rates— for 
many  mkjdie-income  taxpayers. 

Within  the  middle-income  category,  the  bill 
is  oddly  skewed.  The  one-wage-earner  family 
benefits  at  the  expense  of  the  two-earner 
family  and  the  single  person. 

In  short,  the  bill  shifts  the  tax  burden  from 
upper  income  to  middle  income,  and  within 
middle  income  to  certain  taxpayers  whose  life- 
style the  administration  does  not  approve  off. 

As  a  result,  I  intend  to  vote  against  the  bill. 

Worst  of  all,  the  bill  returns  the  marriage 
penalty  tax  we  spent  so  many  years  trying  to 
get  rid  of. 


The  Reagan  administration  claims  that  the 
bill  supports  the  traditional  family— the  family 
with  one  wage  earner.  Unfortunately,  Ihat 
family  is  neither  traditional  nor  numerous.  The 
Census  Bureau  report  that  only  7  percent  of 
all  families  fit  that  mold. 

Mr.  BROWN  of  California.  Madam  Speaker, 
we  have  before  us  the  most  comprehensive 
piece  of  tax  legislation  in  decades.  If  enacted, 
as  it  appears  that  it  surely  will  be,  this  legisla- 
tion will  affect  nearly  every  segment  of  our  so- 
ciety. The  sheer  volume  of  the  changes  will 
ovemvhelm  Americans,  many  of  whom  have 
already  expressed  their  concern  and  dismay. 

Unlike  past  "reform"  movements,  this  one 
was  unique  for  its  very  lack  of  popular  sup- 
port. It  was  as  if  we,  isolated  In  Washington, 
forged  this  reform,  but  forgot  to  inform  the 
public.  And  what  the  public  does  know  has 
not  been  encouraging.  Those  of  us  who  have 
spent  much  of  our  time  back  in  our  districts 
since  the  conference  report  was  agreed  to  in 
mid-August  have  heard  nothing  but  complaints 
from  our  constituents. 

Small  businessmen  don't  understand  they 
are  to  afford  to  understand  the  extensive 
changes  in  the  Tax  Code  without  the  advice 
and  counsel  of  expensive  accountants  and 
lawyers.  Those  people  saving  for  retirement 
are  bewildered  by  a  government  who,  on  the 
one  hand,  tells  them  that  they  should  find 
ways  to  supplement  their  Social  Security 
checks,  and  at  the  same  time  withdraws  in- 
centives to  save.  Parents  wonder  how  they 
can  afford  to  send  their  children  to  college 
without  being  able  to  deduct  interest.  Students 
on  scholarships  are  stunned  to  realize  that  the 
same  scholarship  this  year  as  last  is  worth 
considerably  less  because  now  it  will  be  taxed 
in  part.  And  my  constituents  worry  about  a 
provision  which  will  give  favorable  treatment 
to  a  proposed  tire-burning  plant  in  my  dis- 
trict—a district  with  some  of  the  worst  air  pol- 
lution in  the  Nation. 

While  these  are  troublesome  areas,  this  bill 
is  not  without  its  merits.  In  fact,  such  a  com- 
prehensive and  extensive  measure  as  this  is 
bound  to  have  both  positive  and  negative  ele- 
ments. On  the  positive  side,  it  will  take  6  mil- 
lion taxpayers  off  the  tax  rolls.  For  these 
Americans  it  may  mean  the  difference  be- 
tween just  barely  getting  by  and  getting  by. 
For  millions  more  working  poor  Americans, 
mostly  women  and  their  children,  this  tax  bill 
will  substantially  reduce  their  tax  liability.  For 
the  first  time  since  1980,  the  tax  threshold 
(when  one  brings  paying  taxes)  will  be  above 
the  poverty  level. 

For  nonitemizers,  nearly  two-thirds  of  all 
taxpayers,  the  changes  in  the  tax  bill  will  be 
significant.  The  personal  exemption  will  be  in- 
creased from  $1,130  to  $2,000  by  1989.  The 
standard  deduction,  also  known  as  the  zero 
bracket  amount  and  calculated  into  the  tax 
tables,  will  be  significantly  increased.  More  im- 
portantly, heads  of  households  will  be  treated 
more  like  married  couples  with  dependents 
than  as  singles,  as  they  are  now.  Finally,  the 
earned  income  \ax  credit,  used  to  offset 
Social  Security  taxes  for  the  poorest  taxpay- 
ers, will  be  increased  as  well  as  have  its  eligi- 
bility expanded.  More  low-income  taxpayers 
will  benefit  from  the  credit. 

These  benefits  to  the  working  poor  will  have 
a  significant  impact  on  the  majority  of  my  con- 


stituents. The  average  income  in  the  36th 
Congressional  District  is  substantially  below 
the  national  average.  Since  the  vast  majority 
of  low-income  individuals  do  not  itemize,  they 
will  surely  benefit  from  these  changes. 

But  though  they  benefit  in  the  short  term, 
will  they  in  the  long  run?  This  question  is  not 
easily,  nor  unequivocally,  answered.  Given  the 
magnitude  of  the  rate  cuts  at  the  top,  main- 
taining the  present  degree  of  progressivity  in 
terms  of  actual  taxes  paid  is  largely  depend- 
ent on  several  key  reforms,  most  notably  the 
repeal  of  the  capital  gains  preference  and  the 
anti-tax-shelter  rules.  While  the  lobbyists  con- 
cerned with  these  issues  seem  to  have  more 
or  less  accepted  defeat  in  the  current  round,  a 
sustained  effort  to  reverse  some  of  the  re- 
forms seems  almost  inevitable  next  year.  If 
these  reforms  are  eroded,  the  main  legacy  of 
the  1986  tax  reform  legislation  will  be  a  mas- 
sive reduction  in  upper  income  tax  rates. 

Even  if  these  reforms  are  not  eroded,  pro- 
gressivity— an  essential  philosophical  compo- 
nent of  our  tax  structure— may  very  well  be. 
Lost  som'^where  in  the  debate  on  tax  reform 
has  been  our  concern  for  continued  massive 
budget  deficits.  One  of  the  primary  goals 
during  this  tax  reform  process  has  t)een  reve- 
nue neutrality.  Meanwhile,  our  deficits  contin- 
ue to  rise  despite  our  efforts  to  reduce  spend- 
ing. The  fact  remains,  however,  that  we  simply 
cannot  reduce  spending  by  $200  billion  with- 
out seriously  damaging  services  to  the  Ameri- 
can public  and  grinding  our  economy  to  a  halt. 
Eventually,  in  some  manner,  revenues  will  be 
raised.  But  how? 

This  conference  agreement  has  done  an 
excellent,  if  not  perfect,  job  of  closing  loop- 
holes and  eliminating  many  abusive  tax  shel- 
ters. Yet  its  mistake  is  refusing  to  use  the  rev- 
enue yield  from  this  to  reduce  the  deficit 
rather  than  reduce  the  tax  rates.  It  will  be  ex- 
tremely hard  to  raise  revenues  in  future  years 
through  the  income  tax.  Instead,  our  only 
other  available  options  will  be  increases  in 
excise  taxes  or  the  imposition  of  new  levies 
such  as  energy  taxes  or  a  value-added  tax. 
These  options  will  be  highly  controversial  and 
highly  unpopular,  particulariy  since  they  tend 
to  place  the  heaviest  burdens  on  those  least 
able  to  pay. 

I  am  not  opposed  to  wealth.  I  could  use  a 
little  myself,  as  I'm  sure  we  all  could.  But  I  do 
believe  that  those  well-off  have  an  obligation 
to  pay  slightly  more  for  the  opportunities 
which  have  been  provided  in  our  great  Nation. 
I  would  not  want  to  see  the  concept  of  pro- 
gressivity—those  who  earn  more,  pay  more- 
be  abolished  in  the  search  for  rate  reduction. 

I  am  also  concerned  about  the  possibility 
that  this  tax  bill  could  dampen  the  economic 
climate.  Not  only  does  the  bill  shift  $120  bil- 
lion of  the  tax  burden  to  business,  it  adversely 
impacts  educational  institutions— the  incuba- 
tors of  our  economic  future.  Bond  restrictions, 
charitable  contribution  limits,  taxation  of  the 
nontuition  portion  of  scholarships,  repeal  of 
the  interest  deduction  for  educational  loans, 
pension  reforms,  and  other  items  will  all  place 
a  financial  stress  on  our  higher  education  in- 
stitutions. This  administration  has  nickle  and 
dimed  our  education  system  throughout  its 
tenure.  It  has  yet  to  understand  its  integral  im- 
portance to  our  Nation's  well-being.  I  regret  to 
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say  our  conferees  lost  touch  with  its  impor- 
tance when  it  fashioned  these  changes. 

Fortunately,  however,  the  conferees  did  not 
totally  neglect  the  importance  of  research  and 
development  [R&D]  to  our  economic  well- 
being.  The  bill  maintains  several  R&D  tax 
credits.  It  includes  a  new  20-percent  credit  for 
3  years  for  corporate  contributions  to  (or  con- 
tracts with)  universities  to  conduct  new  re- 
search and  development;  it  would  expand  an 
existing  charitable  deduction  allowed  busi- 
nesses for  donations  of  newly  manufactured 
scientific  equipment  to  colleges  and  universi- 
ties for  physical  or  biological  science  re- 
search; it  would  allow  deductions  for  dona- 
tions to  charitable  organizations  primarily  in- 
volved in  research;  and  it  would  extend, 
through  1989,  a  20-percent  tax  credit  for  new 
research  and  development  expenses,  al- 
though the  bill  will  tighten  the  definition  of 
R&D  to  focus  exclusively  on  high  technology 
activities. 

As  we  look  to  the  future,  we  cannot  neglect 
our  past.  Senior  citizens  across  my  district 
have  expressed  their  concerns.  Many  fear 
huge  increases  in  their  tax  bills,  and  I  would 
like  to  put  some  of  their  fears  to  rest.  About 
two-thirds  of  the  Nation's  15  million  older  tax- 
payers do  not  itemize.  For  this  group,  tax 
reform  will  mean  either  lower  taxes  or  no  real 
change.  Nonitemizers,  while  losing  their 
double  exemption,  will  receive  an  additional 
deduction  of  $750  for  singles  and  S600  each 
for  married  couples.  With  the  personal  exemp- 
tion for  all  nonitemizers  nsing  to  $2,000  by 
1989,  this  should  more  than  offset  their  loss. 

The  tax  threshold  (when  one  begins  paying 
taxes)  for  seniors  will  be  higher  under  the  new 
tax  bill  than  under  current  law.  As  a  result, 
700,000  elderly  citizens  will  be  taken  off  the 
tax  rolls.  And  that  very  popular  one-time 
$125,000  exclusion  on  the  sale  of  a  home  by 
persons  over  age  55  will  be  retained.  Finally, 
pension  equity  changes,  which  will  have  a  lim- 
ited impact  on  present  retirees,  will  provide 
major  advantages  for  future  retirees. 

As  I  noted  before,  this  bill  has  its  pluses 
and  minuses.  I  cannot  say  that  I  am  entirely 
pleased  with  it.  I  am  deeply  concerned  about 
certain  elements  of  the  bill,  but  must  give 
credit  where  credit  is  due.  Over  the  last  year 
and  a  half.  Ways  and  Means  Chairman  Dan 
RoSTENKOwsKi  has  put  a  lot  of  work  and 
effort  into  this  bill.  He  has  made  some  unpala- 
table decisions  in  order  to  fashion  a  measure 
which  he  believes  will  benefit  the  American 
public.  He  has  taken  a  lot  of  abuse  from  his 
colleagues,  lobbyists,  and  constituents  across 
the  Nation,  but  he  has  stuck  to  his  guns  be- 
cause he  believes  that  our  current  system  has 
become  far  too  unwieldy,  far  too  inequitable.  I 
would  like  to  express  my  appreciation  for  all 
his  efforts. 

I  may  not  agree  with  all  the  provisions  of 
the  bill,  and  I  hope  that  eventually  we  will  be 
able  to  correct  some  of  them,  but  in  the  end  I 
will  support  the  measure.  Because,  in  the  end, 
I  realize  that  our  cun-ent  law  is  fraught  with  in- 
equities and  problems  which  cannot  be  ad- 
dressed in  a  piecemeal  manner;  they  must  be 
addressed  comprehensively.  I  have  reluctantly 
concluded,  after  weighing  all  the  facts,  that 
this  bill  does  resolve  more  problems  than  it 
creates.  Before  the  end  of  the  day,  I  believe 


that  the  majority  of  my  colleagues  will  make 
the  same  conclusion. 

Mr.  GREEN.  Madam  Speaker,  I  rise  in  op- 
position to  the  tax  reform  measure  now  being 
debated  by  the  House.  Despite  some  very 
positive  features,  the  bad  outweigh  the  good. 
The  bill  is  not  fair,  it  is  not  simple,  and  it  will 
hurt  the  American  economy. 

If  the  legislation  were  designed  solely  to 
remove  from  the  income  tax  system  those 
households  below  the  poverty  line  and  to 
strengthen  the  minimum  taxes  on  wealthy  indi- 
viduals and  corporations,  I  should  support  it 
wholeheartedly.  Indeed,  together  with  my  col- 
leagues, the  gentleman  from  Washington,  [Mr 
Chandler],  and  the  gentleman  from  Iowa, 
[Mr.  Tauke],  I  sponsored  a  bill  (H.R.  4123) 
that  would  do  just  that,  and  appeared  before 
the  Rules  Committee  to  urge  that  I  be  permit- 
ted to  offer  it  as  a  substitute  for  the  tax  reform 
bill  passed  by  the  House  Committee  on  Ways 
and  Means.  The  Democratic  leadership 
denied  the  House  the  opportunity  to  vote  on 
this  legislation  as  an  alternative  to  the  tax 
reform  bill  passed  by  the  House  last  Decem- 
ber. 

It  is  unfortunate,  however,  that  the  two  posi- 
tive features  of  the  bill  before  us— the  elimina- 
tion of  the  poor  from  the  tax  rolls  and  the  re- 
quirement that  people  and  firms  that  make 
money  pay  taxes— are  surrounded  by  unfair 
and  misbegotten  rules  which  will  make  our 
economy  more  unstable  and  complicate  our 
current  fiscal  problems.  Thus,  I  am  compelled 
to  vote  against  the  legislation  and  my  points 
of  opposition  follow: 

First,  the  bill  weakens  the  Federal  system 
by:  Repealing  the  full  deductibility  of  State  and 
local  taxes  and  severely  limiting  the  use  of  tax 
exempt  bonds.  As  I  warned  before  the  House 
voted  on  tax  reform  in  December  1985,  it  was 
clear  that  the  Senate  would  not  accept  the 
House  position  to  keep  full  deductibility  of 
State  and  local  taxes.  I  wrote  in  the  New  York 
Times  that  "anyone  whose  highest  priority  is 
to  preserve  deductibility  should  have  voted  to 
kill  the  [House]  bill  and  lay  the  issue  to  rest 
once  and  for  all"— after  all,  the  present  Tax 
Code  preserves  full  State  and  local  tax  de- 
ductibility. The  bill's  repeal  of  the  State  sales 
tax  deduction,  combined  with  its  new  restric- 
tions on  State  and  local  government  bonds, 
will  cost  New  Yorkers  deariy  through  the  end 
of  the  century— Mayor  Koch  has  estimated 
that  the  tax  exempt  bond  provisions  will  cut  in 
half  New  York  City's  ability  to  create  new 
housing. 

Threatening  State  sovereignty.  I  raise  this 
issue  in  light  of  the  U.S.  Supreme  Court's 
recent  decision  to  limit  the  rights  of  S»ate  and 
local  governments  (Garcia  versus  San  Antonio 
Metropolitan  Transportation  Authority).  The 
Court's  ruling  means  that  the  Congress,  not 
the  Supreme  Court,  is  the  chief  protector  of 
the  States'  traditional  intergovernmental  im- 
munities. But  the  decision  by  the  Senate  and 
the  conference  committee  to  repeal  the  de- 
ductibililty  of  State  sales  taxes  makes  very 
clear  that  the  States  are  threatened  by  a  very 
serious  attack  on  our  State  sovereignty. 

Constitutional  scholars  such  as  Lawrence 
Trit)e  of  Harvard  have  warned  about  "the 
prospect  that  Congress  will  nibble  away  at 
State  sovereignty  bit  by  bit,"  and  this  bill's 


ramifications  will  become  even  more  signifi- 
cant in  the  future. 

Weakening  pluralism  because  it  sharply 
limits  charitable  deduction.  This  bill's  provi- 
sions affecting  gifts  of  appreciated  property 
will  reduce  significantly  charitable  gifts  by  the 
wealthy,  particulariy  to  capital  fund  drives  such 
as  those  put  on  by  colleges  and  universities 
and  arts  organizations.  In  addition,  charities 
will  not  be  able  to  make  up  that  loss  of  chari- 
table donations  by  tuming  to  smaller,  less  af- 
fluent donors  because  the  bill  eliminates  the 
charitable  deduction  for  nonitemizers.  A  hall- 
mark of  American  life,  noted  as  eariy  as  the 
1830's  by  Tocqueville,  is  the  importance  our 
society  places  on  voluntarism.  Yet,  the  bill  ac- 
tively discourages  charitable  giving. 

Second,  the  bill  will  not  provide  immediate 
tax  relief  to  many  taxpayers  and  will  not 
assure  a  major  tax  cut  in  the  future.  Many  tax- 
payers will  be  surprised  to  discover  when  they 
first  pay  taxes  under  the  new  plan  that  the 
personal  t£U(  cut  promised  by  supporters  of 
this  bill  will  turn  out  to  be  a  tax  increase  for 
1987.  This  increase  will  occur  because  deduc- 
tions will  be  lost  as  of  January  1,  1987.  but 
the  lower  rates  will  not  kick  in  until  months 
later.  Given  the  size  of  the  Federal  deficit  and 
the  fact  that  the  Congress  has  passed  four 
major  tax  bills  since  1981,  any  taxpayer  who 
counts  on  this  bill  to  govern  his  post- 1987 
taxes  is  being  misled. 

Third,  the  bill's  tax  rates  are  not  progres- 
sive. It  will  also  surprise  some  members  of  the 
public  that  upper  middle-income  taxpayers 
(taxpayers  with  annual  incomes  t)etween 
$71,900  and  $149,250)  will  actually  pay  taxes 
at  a  higher  marginal  rate  (33%)  than  the 
wealthiest  taxpayers  (who  will  pay  taxes  at  a 
marginal  rate  of  28%).  This  makes  no  sense, 
and  makes  a  mockery  of  the  proposition  that 
income  taxation  should  be  progressive.  Why 
should  a  two-earner  couple  making  $55,000 
per  year  pay  taxes  at  the  same  rate  as  a 
household  earning  $600,000  per  year? 

Fourth,  the  bill  continues  tax  discrimination 
against  tenants  by:  Limiting  construction  of 
new  rental  housing.  Most  low-  and  moderate- 
income  renters  will  be  hurt  by  the  passage  of 
this  legislation  because  the  bill  changes  the 
depreciation  schedule  for  new  rental  housing 
which,  in  turn,  will  increase  rents.  These  rent 
increases  will  most  likely  offset  any  individual 
tax  cut  renters  may  receive.  In  addition,  the 
bill  severely  limits  the  use  of  tax-exempt 
bonds  to  construct  low-  and  moderate-income 
rental  housing.  As  economist  Martin  Feldstein 
has  pointed  out,  the  effect  of  the  reduced 
supply  of  apartments— because  fewer  new 
apartment  buildings  will  be  built— will  inevita- 
bly bid  up  rents  across  the  board  " 

Denying  to  renters  certain  deductions  grant- 
ed to  homeowners.  The  bill  not  only  continues 
the  Internal  Revenue  Code's  preferred  status 
for  homeowners  with  respect  to  their  borrow- 
ing to  buy  homes,  but  extends  it  for  other  per- 
sonal borrowing.  For  example,  homeowners 
can  deduct  the  interest  on  loans  secured 
against  the  equity  in  their  home  to  pay  ex- 
penses for  health  care  and  education— a  de- 
duction denied  nonhomeowners  who  tjorrow 
directly  for  identical  purposes.  Considenng 
that  75  percent  of  my  constituents  are  ten- 
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ants,  Madam  Speaker,  I  find  this  aspect  of  the 
bill  particularly  galling. 

Fifth,  the  bill  severely  reduces  a  taxpayer's 
Incentive  to  save  for  retirement.  The  confer- 
er)ce  report  phases  out  the  deductibility  of  In- 
dividual retirement  accounts  [IRA's]  and  se- 
verely limits  the  amount  of  a  taxpayer's  salary 
that  he  or  she  can  elect  to  defer  for  retire- 
ment purposes  during  any  taxable  year.  Limits 
such  as  these  are  counterproductive  at  best. 
The  Federal  Government  should  encourage 
taxpayers  to  fund  tf>eir  retirements  as  much 
as  possible  virtiile  they  are  working,  rather  than 
fiave  retirees  financially  strapped  at  the  age  of 
65  because  they  were  discouraged  from 
saving  earlier. 

Sixth,  tfie  tax  reform  bill  will  hurt  our  Na- 
tion's educatK)n  system.  Earning  a  college  or 
graduate  education  will  become  frightfully 
more  expensive  under  the  new  tax  legislation. 
Interest  payments  on  student  loans  will  not  be 
deductible  unless  the  borrower  owns  a  home, 
which  is  not  likely  on  a  student  budget.  Also, 
to  a  great  extent  scholarships  and  fellowships 
will  be  counted  as  taxable  income.  Colleges 
and  universities  will  also  be  affected  in  several 
ways.  For  example,  the  bill  would  change  the 
methods  now  used  by  educational  institutions 
to  raise  rrroney  for  constructing  new  buildings 
ar>d  financing  student  loans,  and  the  limits  on 
chantable  giving  I  mentioned  above  will  hurt 
colleges  and  universities.  Also,  given  the  new 
limits  on  retirement  plans  and  the  nondeducti- 
bility  of  student  loans,  teachir>g  as  a  profes- 
sion will  probably  become  even  less  attractive 
to  our  brightest  students. 

Seventh,  the  tax  bill  will  hurt  New  Yorkers. 
Any  legislation  which  in  one  fell  swoop  hurts 
the  insurance,  banking,  finance,  hotel,  restau- 
rant, and  theater  industries  is  no  friend  to  New 
Yorkers.  For  example,  although  I  agree  that 
there  have  been  major  abuses  in  the  deduc- 
tion of  business  expenses  for  meals,  tickets  to 
sporting  events,  and  the  like,  much  of  New 
Yorl^'s  economic  health  depends  on  the  tour- 
ist and  service  industries.  Thousands  of  New 
Yorkers  depend  upon  jobs  in  these  industries. 
However,  this  legislation  includes  a  provision 
in  response  to  these  abuses  which  sets  a 
dangerous  precedent  and  should  be  rejected. 
The  bill  invents  "second  class  deductions"— 
expenses  that  are  only  80  percent  deductible. 
Eighty  percent  is  an  arbitrary  and  undistin- 
guished feature,  and  is  symbolic  of  how  the 
bill's  supporters  have  pushed  aside  fairness  in 
favor  of  expediency. 

Eighth,  the  tax  bill  will  have  a  very  negative 
impact  on  the  economy  as  a  whole.  Although 
one  of  the  goals  of  the  1981  tax  bill  was  to 
promote  individual  savings  and  investment, 
the  decline  in  the  individual  savings  rate  since 
then  is  evkjence  that  lower  personal  tax  rates 
have  not  led  consumers  to  save  and  invest  to 
produce  funds  to  finance  economic  expan- 
sion. Indeed,  the  United  States  has  the  lowest 
rate  of  personal  savings  in  the  Industrialized 
world,  and  this  low  rate  has  slowed  our  coun- 
try's ecorxMTiic  growth.  On  the  other  hand,  the 
targeted  tax  cuts  for  business  in  the  1981  bill 
have  resulted  in  strong  business  investment. 
According  to  the  Corigressional  Research 
Service,  "real  busir>ess  investment  has  risen 
(from  1981-85)  at  an  annual  rate  of  5.8  per- 
cent, substantially  above  the  3.6  percent 
growth  rate  of  the  1947-80  period."  There- 


fore, while  the  1981  tax  bill  spurred  business 
to  invest  in  its  future,  individuals  saved  less 
money.  Given  that  experience,  it  seems  fool- 
ish to  do  more  of  what  did  not  work  in  1981  — 
the  personal  tax  cuts— and  pay  for  it  by  undo- 
ing what  did  work— the  business  tax  cuts. 
Also,  at  a  time  when  the  fragility  of  our  bank- 
ing system  Is  evident  and  Federal  bank  regu- 
latory authorities  are  pressing  banks  to  in- 
crease their  reserves  against  failing  energy, 
agricultural,  and  international  development 
loans,  it  is  foolish  to  reduce  the  deduction 
which  banks  receive  for  such  services.  This  is 
truly  counterproductive  public  policy. 

In  sum.  Madam  Speaker,  the  Congress  has 
failed  to  meet  its  goal  of  making  our  Tax  Code 
more  fair  and  more  economically  sound.  Al- 
though I  approve  wholeheartedly  of  the  bill's 
alternative  minimum  tax  provisions  and  its  re- 
moval of  the  working  poor  from  the  tow  rolls, 
on  a  balance  the  negative  aspects  of  the  leg- 
islation seriously  outweigh  Its  positive  aspects. 
For  that  reason,  I  must  vote  against  the  con- 
ference report. 

Mr.  HUGHES.  Madam  Speaker,  I  rise  in 
support  of  efforts  by  my  colleagues  to  recom- 
mit the  tax  bill. 

When  the  tax  reform  package  developed  by 
the  House  Ways  and  Means  Committee  was 
considered  last  December,  I  voted  in  favor  of 
it.  I  was  disappointed  that  the  bill  did  nothing 
about  the  deficit,  but  I  was  convinced  that,  on 
balance,  It  would  produce  a  better  tax  climate 
for  both  individuals  and  businesses.  The  bill 
cut  rates,  closed  loopholes,  and  eliminated 
some  6  million  poor  people  from  the  tax  rolls. 
The  House  bill  also  kept  many  existing  deduc- 
tions, including  those  intended  to  encourage 
investment,  and  replaced  the  15  existing 
brackets  with  just  4  brackets  of  1 5  to  38  per- 
cent. 

The  Senate  took  the  House  concept  a  step 
further  by  establishing  just  two  brackets  of  15 
and  27  percent— but  in  order  to  achieve  those 
lower  overall  rates,  the  Senate  found  it  neces- 
sary to  restrict  a  number  of  important  and 
popular  tax  breaks,  such  as  for  individual  re- 
tirement accounts  (IRA's],  capital  gains,  sales 
taxes,  and  the  like. 

The  bill  before  us  today  is  essentially  a 
modified  version  of  the  original  Senate  plan, 
which  allows  fewer  deductions  in  exchange 
for  lower  rates. 

I  do  not  in  anyway  question  the  effort  and 
sincerity  of  those  who  have  labored  long  and 
hard  to  achieve  this  compromise.  After  12 
years  in  the  Congress,  I  have  come  to  recog- 
nize that  no  legislation  is  perfect— the  process 
usually  results  in  there  being  both  good  and 
bad  in  most  bills,  and  the  tax  bill  is  no  excep- 
tion. 

The  task  facing  the  Members  today  is  to 
weigh  the  good  against  the  bad,  and  try  to 
make  a  decision  as  to  what  is  best  for  the 
country.  What  is  good  public  policy,  and  what 
will  do  the  most  good  for  the  most  number  of 
lieople.  My  conclusion  is  that  this  bill  should 
be  sent  back  to  conference  to  have  the  most 
objectionable  sections  removed.  We  still  have 
time  to  make  major  improvements  in  this  bill. 

I  do  not  deny  the  existence  of  a  number  of 
longstanding  and  serious  inequities  in  our  Teu 
Code.  These  inequities  are  akin  to  having  a 
blister  on  your  toe— it's  a  nuisance,  but  it's  not 
a  serious  threat  to  your  personal  well-being. 


Let's  look  at  what  this  bill  does:  It  does 
drop  6  million  of  our  citizens  from  the  tax 
rolls— those  citizens  who  are  most  in  need  of 
relief  from  the  tax  burden.  It  does  Increase  the 
Individual  deduction,  it  does  provide  for  a  mini- 
mum tax  therefore  insuring  that  those  who  are 
able,  pay  their  fair  share.  The  tax  bill  shifts 
some  of  the  tax  burden  from  the  individual 
taxpayer  to  the  business  sector,  hopefully 
ending  the  abuses  we  all  heard  atxiut  in 
recent  years.  Finally,  the  tax  bill  eliminates 
hundreds  of  loopholes,  tax  credits,  and  defer- 
rals, all  those  "goodies"  passed  out  over  the 
years  for  which  there  is  no  justification. 

Unfortunately,  this  bill  also  creates  a  whole 
new  set  of  problems  for  the  taxpayer.  I  am 
very  concerned  at  the  way  the  transition  rules 
have  been  written  and  the  special  treatment 
once  again  handed  out  by  this  legislation.  We 
eliminated  one  set  of  loopholes  only  to  re- 
place them  with  another. 

That  Is  one  serious  problem  with  the  bill. 
The  other  problem  is  that,  as  a  reform  meas- 
ure, the  bill  leaves  a  lot  to  be  desired. 

In  this  regard,  tax  reform  ought  to  be  one 
area  where  the  feelings  of  the  American 
public  should  be  given  great  weight.  The  type 
of  tax  system  we  have,  and  what  should  be 
exempt  and  what  should  not.  Is  a  decision 
where  all  Americans  should  be  heard. 

I  say  to  my  colleagues  I  have  heard  deafen- 
ing silence. 

In  the  beginning,  everyone  supported  tax 
reform.  Now  that  the  conference  report  has 
been  filed,  and  people  can  see  the  final  prod- 
uct, I  have  received  not  one  letter,  not  one 
postcard,  and  not  one  telephone  call  from  my 
congressional  district  in  favor  of  the  bill. 

I  have  received,  however,  any  number  of 
constituent  complaints  from  people  who  have 
expressed  everything  from  discontent  to  rage 
over  this  bill. 

Yes,  the  bill  closes  abusive  loopholes  and 
shelters.  Yes,  the  bill  gives  a  tax  break  to 
lower  income  workers.  But  these  are  things 
we  could  do  in  any  event,  without  culling  out  a 
host  of  other  provisions  that  have  longstand- 
ing justification  and  public  policy  purposes. 

The  result,  in  my  judgment,  is  a  bill  that 
contains  a  number  of  conceptual  flaws,  and, 
to  a  certain  extent.  Is  also  antifamily,  antimld- 
dle  class,  antlsenlor  citizen,  antleducation, 
antisavings,  and  anti-investment. 

Moreover,  as  a  tax  simplification  measure, 
the  bill  also  fails  to  go  as  far  as  it  could. 
Americans  doing  their  taxes  next  year  and  the 
year  after  will  find  that  their  tax  forms  are  no 
shorter  or  less  confusing  than  Is  now  the 
case. 

I  say  the  bill  Is  somewhat  antlsenlor  citizen, 
because  it  repeals  the  extra  personal  exemp- 
tion allowed  to  over-65  individuals.  In  place  of 
that,  the  bill  furnishes  all  taxpayers  with  a 
larger  personal  exemption  and  lower  rates, 
and  gives  the  elderly  an  extra  $750  standard 
deduction. 

On  the  surface.  It  might  seem  that  many 
seniors  would  benefit  from  these  provisions, 
but  these  advantages  could  very  well  be 
wiped  out  by  the  bill's  provision  to  increase 
the  threshold  for  deducting  medical  expenses 
from  5  to  7.5  percent  of  adjusted  gross 
Income.  Older  people,  as  a  group,  have  more 
health  problems  than  the  rest  of  the  popula- 
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tion.  There  can  be  little  question  that,  If  we 
curtail  the  medical  expense  deduction,  it  will 
t>e  the  senior  citizens  who  are  most  adversely 
affected. 

To  my  knowledge,  no  one  has  ever  come 
fonward  and  argued  that  medical  expenses 
have  been  exploited  as  a  tax  shelter.  This  is  a 
revenue  grab,  pure  and  simple,  that  has  no 
other  purpose  except  bring  in  more  tax  dol- 
lars. 

In  the  same  vein,  I  am  disappointed  with  the 
bill's  treatment  of  Federal  retirees,  by  forcing 
them  to  pay  taxes  twice  on  the  same  income: 
first  when  they  put  the  money  into  the  retire- 
ment system,  and  again  when  they  take  it  out. 
That's  not  fair,  nor  is  the  bill's  provision  to 
make  this  change  retroactive  to  July  1,  1986. 

The  bill  is  somewhat  antieducation  because 
it  arbitrarily  caps  the  bonds  that  can  be  issued 
for  essential  purposes  by  educational  institu- 
tions. It  taxes  fellowships  and  scholarships.  It 
will  deny  deductions  for  interest  on  education- 
al loans,  unless  the  taxpayer  goes  through  the 
cost  and  redtape  of  mortgaging  his  home  in 
order  to  pay  for  his  children's  educational  ex- 
penses. 

The  bill  somewhat  is  antifamily  because  it 
returns  us  to  the  situation  that  existed  a  few 
years  ago  when  the  tax  penalty  on  two  work- 
ing people  getting  married  was  so  great  that 
many,  instead,  chose  to  remain  single. 

It  is  somewhat  anti-middle  class  for  the 
same  reason,  and  also  because  of  its  repeal 
of  deductions  for  IRA's,  sales  taxes,  and  inter- 
est on  consumer  loans — all  of  which  are  heav- 
ily utilized  by  middle-income  taxpayers.  That  is 
■  why,  under  the  projections  we  have  seen, 
many  middle  class  taxpayers  wind  up  paying 
more,  not  less,  under  this  bill. 

The  middle  class  in  this  country  is  already 
an  endangered  species.  An  article  on  the  front 
page  of  the  Wall  Street  Journal  of  September 
22,  pointed  out  that,  in  contrast  to  the  first  25 
years  after  World  War  II,  growth  of  the  middle 
class  has  now  come  to  a  virtual  halt.  At  best, 
this  tax  bill  will  be  a  wash  for  middle-income 
people  and,  for  many,  it  will  result  in  tax  in- 
creases. The  article  points  out  that  the  1981 
Reagan  tax  cuts  favored  the  wealthy,  and  that 
this  bill  does  not  substantially  alter  the  distri- 
bution of  taxes  between  high-income  and 
middle-income  taxpayers. 

In  other  words,  the  poor  will  t>enefit  by 
being  taken  off  the  tax  rolls,  and  the  rich  will 
benefit  by  having  a  maximum  fax  rate  of  not 
more  than  28  percent.  But  the  middle  class 
will  be  squeezed  and  squeezed  and 
squeezed. 

Beyond  the  question  of  the  bill's  impact  on 
individuals,  I  am  concerned  about  the  bill's 
impact  on  the  economy  in  general.  Like  it  or 
not,  for  decades,  our  Tax  Code  has  devel- 
oped in  a  way  that  has  guided  our  economy 
by  encouraging  certain  expenditures,  discour- 
aging other  expenditures,  channeling  invest- 
ment into  certain  areas  deemed  important  for 
national  policy  reasons,  and  so  on.  Right  or 
wrong,  the  Tax  Code  reflected  certain  underly- 
ing national  policies. 

The  bill  before  us  today  would  make  the 
Tax  Code  in  some  respects  policy-less.  As 
was  stated  by  one  of  our  Senate  colleagues, 
this  approach  represents  "a  leap  into  the  un- 
known." 


It  eliminates  the  incentive  that  people  now 
have  to  save  through  individual  retirement  ar- 
rangements. We  ought  to  be  encouraging 
people  to  save.  We  ought  to  be  encouraging 
people  to  plan  for  their  retirement  years,  in- 
stead of  relying  solely  on  Social  Security  or 
company  pension  plans  that  many  people  feel 
are  not  dependable. 

The  repeal  of  the  capital  gains  exclusion 
eliminates  an  incentive  people  have  to  invest, 
and  exposes  them  to  a  big  tax  bill  if  they  sell 
appreciated  assets  which  they  have  held  for 
many  years.  This  is  especially  true  since  the 
bill  before  us  eliminates  income  averaging. 

I  am  also  concerned  that  some  of  the  pas- 
sive loss  restrictions  in  the  bill  represent  push- 
ing the  pendulum  too  far  in  the  other  direction. 
There  have  been  excesses  in  tax  t)enefits  to 
real  estate  interests  as  the  result  of  the  1981 
tax  bill.  But  this  measure,  which  denies  pas- 
sive loss  deductions  with  a  few  minor  excep- 
tions, represents  overkill,  in  my  judgment.  Low 
income  housing,  in  particular,  may  suffer  be- 
cause builders  don't  stand  to  make  much 
money  out  of  this  type  of  housing  without 
some  tax  advantages. 

Mr.  Speaker,  I  have  outlined  a  number  of 
problems  with  the  bill,  none  of  which— by 
itself— would  be  enough  to  warrant  a  vote 
against  the  entire  package.  However,  taken 
together,  I  feel  we  should  vote  to  recommit 
and  work  together  to  remove  the  most  objec- 
tionable provisions.  Madam  Sf>eaker,  we  still 
have  time  this  session  to  make  this  tax  plan 
fair  and  equitable. 

However,  if  my  colleagues  do  not  join  me  in 
this  effort  to  rework  this  comprehensive  tax 
plan  by  recommitting  It  to  the  conference 
committee  I  will  join  them,  very  reluctantly, 
and  vote  for  final  passage.  Even  with  all  its 
drawbacks,  there  is  much  in  the  bill  that  is 
true  reform— and  its  tjetter  than  existing  law. 

I  will  vote  for  final  passage  with  the  promise 
to  join  my  colleagues  In  working  together  in 
the  100th  Congress  to  correct  the  many  in- 
equities which  are  so  evident  today. 

Mr.  PASHAYAN.  Madam  Speaker,  I  have 
many  reservations  about  the  compromise 
reached  by  the  tax  conference  committee. 
Prominent  among  them  are  my  reservations  to 
the  several  provisions  that  will  apply  retroac- 
tively. Changing  the  rules  midstream  is  simply 
unfair  to  the  many  taxpayers  who  relied  on 
the  Government's  good  faith  when  making 
their  investment  decisions. 

On  the  other  hand.  I  recognize  that  this 
compromise,  the  product  of  a  long  arduous 
effort  by  members  of  the  House  ways  and 
Means  and  Senate  Finance  Committees,  will 
achieve  many  benefits.  It  will  lower  the  mar- 
ginal tax  rates  of  all  taxpayers.  In  doing  so.  it 
will  reduce  the  role  of  tax  considerations  in 
the  economic  decisions  of  workers  and  inves- 
tors. Workers  will  be  encouraged  and  inves- 
tors to  invest  for  economic  profit  rather  than 
tax  profit. 

For  these  reasons,  having  been  assured  by 
members  of  the  Ways  and  Means  Committee 
that  a  major  technical  con-ections  act  next 
year  will  correct  the  deficiencies  in  this  com- 
promise, I  will  vote  for  the  conference  report. 

Mr.  WALGREN.  Madam  Speaker,  this  is  a 
classic  tax  bill.  There  are  important  overriding 
reasons  to  support  it  in  the  national  interest. 
There  are  deep  specific  disappointments. 


I  rise  to  express  my  strong  concern  about 
the  provision  in  this  bill  relating  to  the  taxation 
of  Blue  Cross  and  Blue  Shield  plans.  Although 
just  one  of  many  specific  areas,  this  is  no 
small  item.  Over  80  million  Amencans  are 
Blue  Cross-Blue  Shield  subscnbers.  What  we 
do  in  this  area  will  inevitably  have  an  impact 
on  health  care  in  every  congressional  district. 

During  the  conference,  t  had  joined  with 
over  1 00  of  my  colleagues  in  writing  a  letter  to 
the  chairman  urging  that  the  conference  com- 
mittee not  tax  the  Blues.  Although,  the  confer- 
ence disagreed,  they  settled  on  a  compromise 
that  at  least  had  the  virtue  of  minimizing  the 
adverse  impact  on  the  Blue  Cross-Blue  Shield 
system. 

That  compromise  was  outlined  in  the 
August  29  summary  of  conference  agreement 
prepared  by  the  Joint  Committee  on  Taxation. 
Those  of  us  opposed  to  taxing  the  Blues  were 
not  happy,  but  felt  that  the  compromise  was  a 
reasonable  middle  ground. 

Something  happened  between  tfie  confer- 
ence agreement  and  the  drafting  of  the  final 
bill.  We  do  not  know  why  the  initial  under- 
standing reflected  in  the  summary  of  the  con- 
ference agreement  was  not  followed.  But  the 
final  bill  approved  by  the  conference  commit- 
tee and  which  we  are  voting  on  today  makes 
Blue  Cross-Blue  Shield  reserve  deduction  a 
tax  preference  item  for  purposes  of  computing 
minimum  taxes.  It  had  never  been  listed  as 
such  in  the  summary  outlining  the  compro- 
mise. How  and  why  it  was  suddenly  made  a 
preference  item  is  a  mystery.  The  bottom  line, 
however,  is  that,  for  most  Blue  Cross-Blue 
Shield  plans,  the  tax  paid  will  now  be  double 
that  contemplated  in  the  original  conference 
agreement.  Moreover,  I  understand  that  nu- 
merous technical  items  were  included  in  the 
provision  that  will  have  an  additional  adverse 
affect  upon  the  Blues. 

At  this  point,  we  have  little  choice.  For 
whatever  reasons,  those  who  drafted  these 
provisions  have  managed  to  do  serious  harm 
to  Blue  Cross-Blue  Shield  plans  and,  by  ex- 
tension, to  their  subscribers.  I  want  to  call  ev- 
eryone's attention  to  this  result  and  note  that, 
in  the  period  ahead,  we  will  be  on  the  lookout 
for  ways  to  remedy  what  is  an  unnecessary 
drawback  of  this  legislation. 

Mr.  GALLO.  Madam  Speaker,  I  rise  to  sup- 
port this  historic  reform  legislation  which  will 
go  a  long  way  toward  restoring  the  faith  of  the 
American  people  in  the  Tax  Code. 

As  you  know,  I  have  been  a  consistent  sup- 
porter of  the  tax  reform  process.  In  the  spring 
of  1985,  for  example,  I  traveled  to  Bloomfield 
with  President  Reagan  on  Air  Force  One  to 
join  in  his  call  for  true  tax  reform.  Although  I 
did  not  support  the  House  version  because  I 
believed  it  was  not  fair  and  not  conducive  to 
economic  growth,  the  Senate  significantly  im- 
proved the  tax  legislation.  The  conference 
report  is  a  significant  bipartisan  accomplish- 
ment and  I  am  proud  to  vote  for  It  today. 

Although  we  would  all  like  to  see  certain 
specific  tax  provisions  maintained,  on  balance 
the  final  reform  package  is  a  fair  one.  It  will 
benefit  most  taxpayers  by  drastically  lowenng 
tax  rates  and  will  enf^nce  the  strength  of  tf>e 
economy  by  encouraging  investors  to  look  to 
the  profitability  of  the  investment,  rather  than 
the  tax  consequences,  when  making  invest- 
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ment  decisions.  I  was  also  pleased  that  the 
deductibility  of  State  and  local  property  and 
income  taxes,  an  important  issue  for  the  resi- 
dents of  New  Jersey,  was  maintained. 

The  substantial  rate  reduction  gives  individ- 
uals an  incentive  to  work  harder  for  more 
income.  In  1961,  the  highest  marginal  tax  rate 
was  70  percent,  in  1988  it  will  be  28  percent, 
the  lowest  top  rate  in  over  half  a  century.  The 
proposed  changes  in  the  tax  law  will  allow  80 
percent  of  all  those  who  pay  personal  income 
taxes  to  pay  a  flat  1 5  percent  tax. 

I  strongly  support  the  minimum  tax  provi- 
sions that  will  make  individuals  and  corpora- 
tions, who  have  avoided  taxes  in  the  past,  pay 
their  fair  share  of  taxes  in  the  future.  These 
provisions  will  advance  fairness  and  encour- 
age productive  investment  for  sound  business 
reasons  by  reducing  the  attractiveness  of  tax 
shelters. 

This  reform  will  simplify  our  tax  system,  es- 
pecially for  those  Americans  who  find  it  most 
difficult  to  cope  with  its  complexities,  in  part 
by  reducing  the  number  of  itemizers  to  only 
one  out  of  four  Americans.  Over  6  million  low- 
income  Americans,  for  example,  will  be  re- 
moved from  the  tax  rolls.  By  eliminating  so 
many  loopholes  that  encouraged  tax  avoid- 
ance and  by  increasing  the  personal  exemp- 
tion and  standard  deduction,  many  taxpayers 
will  now  find  that  it  is  in  their  financial  interest 
rvjt  to  Itemize  their  return. 

As  with  any  comprehensive  legislative  pro- 
posal, I  have  concerns  that  some  of  the  tax 
proposals  and  provisions  are  misguided.  It  is 
unfair,  for  example,  to  change  the  rules  of  the 
game  after  individuals  have  relied  on  those 
rules.  The  retroactive  provisions  dealing  with 
the  pension  recovery  rules,  for  example,  un- 
fairly effect  our  Federal  employees,  while  the 
changes  in  the  investment  tax  credit  may 
hinder  our  Nation's  economic  prosperity.  I  am 
also  very  disappointed  over  the  transition 
rules  and  complicated  phase-in  provisions  that 
were  adopted  by  the  tax  conferees. 

In  summary,  however,  this  reform  is  a  good 
reform.  It  is  histonc  legislation  in  that  the  Con- 
gress stood  up  to  the  special  interests  and 
said  '"no."  We  said  "no"  to  the  special  prefer- 
ences and  targeted  provisions  that  helped  one 
type  of  industry  or  one  individual  over  another. 
Today  is  the  day  that  the  Congress  took  a 
great  step  forward  in  restonng  faith  in  our  tax 
system.  I  cast  my  vote  today  in  the  hope  that 
this  reform  will  restore  fairness  and  decency 
to  our  tax  system. 

Ms.  SNOWE.  Madam  Speaker,  I  nse  in  sup- 
port of  the  conference  committee  reprort  on 
H.R.  3838,  the  Tax  Reform  Act  of  1985. 

On  balance,  we  take  a  major  step  forward 
with  this  bill.  We  are  attacking  abuses  of  the 
Tax  Code,  dropping  low-income  individuals 
from  the  tax  rolls,  lowering  and  simplifying  the 
rate  structure  for  individuals  and  small  busi- 
nesses, and  reducing  the  overall  role  the  Tax 
Code  plays  in  ttie  economy  of  our  country. 

Because  this  bill  is  so  comprehensive,  every 
individual  will  not  agree  with  every  provision  it 
contains.  Indeed,  I  recognize,  and  share,  the 
legitimate  concerns  the  people  of  Maine  have 
raised  with  me  on  this  legislation,  some  of 
which  I  will  refer  to  specifically  later.  I  believe 
it  is  important  for  this  House  to  evaluate  the 
affect  these  changes  produce  once  imple- 


mented, and  stand  ready  to  make  adjustments 
as  may  be  necessary  in  the  future. 

It  is  important  for  us  to  move  ahead  today, 
however,  since  this  is  likely  to  be  the  one 
chance  we  will  have  to  overhaul  the  Tax  Code 
in  our  lifetime.  If  we  fail  to  do  so  today,  the 
byzantine,  unfair,  and  counterproductive  Tax 
Code  of  today  will  remain  on  the  books  for  a 
long  time.  With  that  as  the  alternative,  let  me 
address  specifically  some  of  the  reasons  I  t>e- 
lieve  this  bill  is  worth  supporting. 

First,  it  greatly  simplifies  the  individual 
income  tax  bracket  structure  by  replacing  our 
current  14-bracket  structure  with  a  basic  2- 
bracket  structure,  along  with  an  effective  sur- 
charge on  the  highest  income  taxpayers  to 
enhance  progressivity.  Of  the  new  brackets, 
1 5  and  28  percent,  it  is  estimated  that  almost 
80  percent  of  all  taxpayers  will  be  Xdcued  at  the 
lower  of  the  two  amounts,  1 5  percent. 

Second,  many  important  deductions  have 
been  retained,  and  in  some  cases,  improved. 
For  example,  the  standard  deduction  will  re- 
place the  zero-bracket  amount.  Thus,  each 
single  taxpayer  will  be  entitled  to  a  standard 
deduction  amount  of  $3,000  with  joint  filers 
entitled  to  $5,000.  Both  of  these  amounts  are 
higher  for  elderly  and/or  blind  individuals.  The 
personal  exemption  will  be  raised  to  52,000  by 
1989,  and  then  indexed  for  inflation  as  well. 
The  interest  deduction  on  home  mortgages 
will  be  retained  for  a  homeowner's  first  and 
second  home.  State  and  local  income  taxes 
and  property  taxes  will  still  be  fully  deductible 
as  well. 

Third,  an  estimated  6  million  working  poor, 
living  at  or  below  the  poverty  level,  will  no 
longer  have  to  pay  income  taxes,  thereby  re- 
lieving them  of  this  financial  burden  which  hits 
hardest  on  those  seeking  to  lift  themselves 
out  of  poverty. 

Fourth,  while  the  individual  income  tax 
bracket  structure  is  simplified  and  lowered,  a 
much  stronger  minimum  tax  of  21  percent  for 
individuals  will  ensure  the  fact  that  no  taxpay- 
er can  avoid  paying  their  fair  share  of  taxes. 

Fifth,  the  conference  committee  agreement 
lowers  the  maximum  corporate  tax  rate  from 
46  to  34  percent,  but  at  the  same  time,  it  in- 
cludes a  much  stricter  minimum  corporate  tax 
rate  of  20  percent,  so  that  we  will  not  have  in- 
stances of  large  corporations  paying  no 
income  tcixes  and,  in  some  cases,  getting  an 
income  tax  refund  instead. 

Sixth,  the  conference  agreement  eliminates 
many  overabused  tax  shelters  that  have  en- 
couraged investment  strictly  to  lower  income 
tcix  liability.  Instead,  this  bill  will  encourage 
personal  and  corporate  investment  for  the 
right  reason:  good  economic  sense  and  a  fair 
return  on  capital  invested. 

Seventh,  it  maintains  basic  tax  incentives 
for  American  industries,  including  those  which 
depend  on  heavy  capital  investment  in  equip- 
ment and  machinery,  by  maintaining  our  cur- 
rent system  of  accelerated  depreciation  and 
cost  recovery. 

Eighth,  the  conference  agreement  is  an  im- 
provement over  the  House-passed  bill  in  its 
treatment  of  the  timber  and  paper  Industnes. 
We  were  able  to  ameliorate  some  of  the  origi- 
nal concerns  in  the  final  version. 

As  I  indicated,  with  such  a  comprehensive 
overhaul  of  our  entire  Tax  Code  spread 
across  1,800  pages  of  legislation,  it  is  tp  t>e 


expected  that  there  will  be  misgivings  over 
some  specific  provisions.  I  am  particularly 
concerned,  for  example,  with  the  retroactive 
nature  of  some  provisions;  with  the  change  in 
deductibility  of  charitable  contributions:  with 
the  elimination  of  sales  tax  deductibility:  with 
the  provisions  affecting  Federal  retirees:  and 
with  the  treatment  of  individual  retirement  ac- 
counts. 

However,  I  would  like  to  say  to  my  col- 
leagues that  the  bottom  line  on  this  historic 
legislation  is  that  it  is  a  significant  improve- 
ment on  our  current  Tax  Code,  with  all  of  its 
complexities,  loopholes,  and  weaknesses.  The 
Tax  Reform  Act  makes  great  strides  in  remov- 
ing tax  avoidance  as  a  key  component  of  eco- 
nomic decisionmaking  in  our  Nation.  And.  of 
equal  importance,  this  bill  can  help  restore 
faith  in  the  Tax  Code  by  requiring  all  Ameri- 
cans, individuals  and  corporations,  to  bear 
their  fair  share  of  the  tax  burden. 

An  opportunity  such  as  the  one  we  have 
been  given  today— to  dramatically  improve  a 
law  that  touches  the  lives  of  each  and  every 
American — does  not  present  itself  often.  In 
fact,  if  we  let  this  chance  to  make  our  tax 
system  fairer  and  simpler,  we  may  never  have 
another  opportunity  to  do  so.  Enactment  of 
the  tax  reform  bill  today  is  important  for  the 
long-term  health  and  performance  of  our 
economy,  so  I  urge  adoption  of  this  legisla- 
tion. 

Mr.  KOSTMAYER.  Madam  Speaker,  I  nse 
today  in  support  of  the  Tax  Reform  Act  of 
1986,  as  reported  by  the  Senate-House  con- 
ference committee.  Like  everyone,  there  are 
provisions  in  the  bill  with  which  I  strongly  dis- 
agree. But  after  2  years  of  active  and  intense 
debate,  the  issue  of  tax  reform  has  come 
down  to  one  question:  Will  the  tax  system  es- 
tablished by  this  bill  be  substantially  fairer 
than  the  present  one? 

I  believe  the  answer  is  "yes,"  for  the  follow- 
ing reasons. 

First,  the  conference  committee's  bill  im- 
proves the  progressivity  of  the  income  tax 
system  as  a  whole.  Although  the  average  tax- 
payer in  every  income  class  will  have  their 
taxes  reduced,  the  average  percentage  reduc- 
tions are  much  greater  for  those  with  moder- 
ate incomes  then  for  the  wealthy.  The  result  is 
that  the  share  of  the  total  individual  income 
tax  burden  goes  down  for  all  income  classes 
below  $50,000  a  year. 

For  example,  under  the  bill,  the  average 
income  tax  burden  in  1988  for  families  with  In- 
comes between  $20,000  and  $30,000  will  be 
reduced  by  9.8  percent:  the  lax  burden  for 
families  with  incomes  between  $30,000  and 
$40,000  will  be  reduced  by  7.7  percent;  and 
the  tax  burden  for  families  with  incomes  be- 
tween 340,000  and  $50,000  will  be  reduced 
by  9.1  percent.  By  contrast,  the  average  tax 
burden  for  families  with  incomes  above 
$100,000  will  be  reduced  by  only  about  2.3 
percent. 

Second,  the  conference  committee's  bill  re- 
verses the  dramatic  decline  in  the  corporate 
share  of  the  Nation's  tax  burden— increasing 
business  taxes  by  $120  billion  over  5  years, 
while  reducing  the  individual  tax  share  by  an 
equal  amount.  This  revenue  is  raised  by  clos- 
ing loopholes  and  shelters,  creating  a  level 
playing  field  so  that  economic  rather  than  tax 
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decisions  will  once  again  motivate  American 
businesses.  In  addition,  by  instituting  a  tough 
21  percent  minimum  tax,  the  bill  ensures  that 
large  profitable  corporations  will  be  unable  to 
avoid  paying  taxes.  Too  many  profitable  cor- 
porations have  been  able  to  escape  any  tax  li- 
ability under  our  current  system. 

Third,  the  conference  committee's  bill  pro- 
vides substantial  tax  relief  to  the  working  poor. 
By  increasing  and  Indexing  for  Inflation  the 
standard  deduction,  the  personal  exemption, 
and  the  earned  income  tax  credit  [EITC],  Fed- 
eral Income  taxes  will  be  eliminated  for  about 
6  million  working  poor  families,  and  at  least  5 
million  additional  low-Income  families  will  re- 
ceive significant  tax  reductions.  Moreover,  the 
vast  majority  of  families  with  children  who 
have  Incomes  below  the  poverty  line  will  have 
50  to  100  percent  of  the  Social  Security  pay- 
roll tax  burden  offset. 

While  I  believe  the  conference  committee 
measure  will  result  in  a  fairer  and  more  equita- 
ble Tax  Code,  it  Is  not  perfect.  I  am  very  dis- 
appointed that  the  bill  contains  a  retroactive 
ellmlnation-of  the  Federal  employees'  "3-year 
pension  recovery  rule."  I  believe  this  pension 
change  is  fundamentally  unfair  to  Federal  em- 
ployees. This  Is  especially  true  now  that  It  has 
been  made  retroactive  to  July  1,  1986.  In  ad- 
dition, I  am  concerned  that  the  depreciation 
schedule  changes  and  repeal  of  the  invest- 
ment tax  credit  may  adversely  affect  capital- 
intensive  Industhes,  such  as  steel  and  coal. 
But,  overall,  the  conference  committee's  bill  Is 
much  fairer  and  should  generate  Increased 
economic  efficiency.  To  some  extent,  these 
imperfections  are  mitigated  by  the  lower  rates 
for  t)oth  Individuals  and  corporations. 

Madam  Speaker,  there  are  some  who  claim 
that  American  taxpayers  do  not  really  care 
how  we  answer  today's  tax  reform  debate 
question.  I  believe  these  chtlcs  are  wrong  and 
that  they  are  missing  the  basis  of  the  popular 
support  for  tax  reform. 

The  American  people  have  always  demon- 
strated a  willingness  to  pay  their  fair  share  of 
taxes.  But  they  resent  the  dozens  of  loop- 
holes and  shelters  that  benefit  mainly  wealthy 
individuals  and  profitable  corporations  at  the 
expense  of  the  average  taxpayer.  The  confer- 
ence committee  bill  Is  an  important  step 
toward  a  tax  system  with  far  fewer  special  tax 
preferences,  a  system  in  which  all  taxpayers 
pay  their  fair  share. 

I  urge  my  colleagues  to  reject  a  tax  system 
that  has  grown  increasingly  unfair  and  vote  for 
the  conference  committee's  tax  reform  legisla- 
tion. 

Mr.  ANTHONY.  Madam  Speaker,  I  would 
like  to  take  a  few  moments  to  explain  and 
elaborate  on  the  provisions  of  the  conference 
report  that  pertain  to  employee  stock  owner- 
ship plans,  or  ESOP's.  First  it  is  necessary  to 
review  the  history  of  this  historic  tax  reform 
legislation  and  ESOP's. 

TAX  REFORM  AND  ESOP'S— A  LONG  ROAD 
TREASURY  I  AND  ESOP'S 

When  Treasury  I  was  released  In  late  1 984, 
it  contained  very  little  that  pertained  to 
ESOP's,  except  to  recommend  the  repeal  of 
the  PAYSOP,  which  was  scheduled  to  expire 
In  any  event  yearend  1 987. 

TREASURY  II  AND  ESOP'S 

Treasury  II,  or  Reagan  I,  was  a  different 
story,  however.  Treasury  II  recommended  a 


massive  rewrite  of  the  Tax  Code  provisions 
pertaining  to  ESOP's.  And  quite  frankly. 
Treasury  II  would  have  resulted  In  no  ESOP's 
except  in  large  publicly  traded  companies  with 
limited  employee  ownership. 

Without  going  Into  detail,  the  essence  of 
Treasury  ll's  ESOP  recommendations  was 
that  employee  ownership  should  involve  direct 
ownership  of  the  employer's  stock,  and  not  in- 
direct ownership  through  a  trust  account.  Spe- 
cifically, Treasury  II  would  have  mandated  that 
employees  be  able  to  sell  their  employer's 
stock  at  any  time  after  3  years  of  receipt  of 
the  stock  to  whomever  they  pleased.  Clearty, 
this  would  have  meant  private  companies 
could  not  have  an  ESOP  because  the  stock 
would  end  up  in  the  hands  of  enough  people 
to  require  registration  as  a  publicly  traded 
company. 

Furthermore,  Treasury  II  provided  that  If  the 
employee  could  not  sell  his  stock  to  an  out- 
sider, then  he  could  sell  it  back  to  his  or  her 
employer  at  any  time.  This  recommendation 
would  have  put  a  tremendous  financial  burden 
on  even  the  richest  and  most  profitable  com- 
pany. For  example,  I  assume  that  even  an 
IBM  could  not  have  afforded  an  ESOP  under 
such  a  provision  because  how  could  It  face 
such  a  repurchase  liability  potential  each  and 
every  year? 

In  creating  Its  new  ESOP  creature.  Treasury 
II  would  have  also  removed  ESOP's  from  the 
part  of  the  U.S.  laws. 

In  response  to  Treasury  II,  the  ESOP  worid 
raised  a  great  hue  and  cry  to  the  administra- 
tion and  the  Congress.  In  an  attempt  to  edu- 
cate Washington  decisionmakers  as  to  what 
leads  to  a  successful  ESOP  company,  where 
management  and  employees  both  are  profit- 
ing, an  ESOP  statement  of  principles  written 
by  the  executive  committee  of  the  ESOP  As- 
sociation on  June  24,  1985,  was  released.  I 
ask  permission  to  place  this  statement  of  prin- 
ciples In  the  Congressional  Record  at  this 
point,  and  it  is  as  follows: 

Attachment  1 

4.  what  makes  esop's  work  for  the 
corporation  and  employee 

(A  Statement  of  principles,  June  24,  1985,  by 
the  ESOP  Association) 

The  ESOP  Association  welcomes  the  fact 
that  President  Reagan,  the  Treasury  De- 
partment and  the  U.S.  House  of  Represent- 
atives recognize  the  benefits  of  capital  accu- 
mulation by  employees  through  ESOPs  and 
the  use  of  ESOPs  as  a  technique  of  corpo- 
rate finance. 

The  Association  is  a  professional  and 
trade  association  whose  members  have 
taken  steps  to  ensure  that  employees  accu- 
mulate capital  through  an  ESOP.  Because 
of  the  success  of  ESOP  companies,  the  Asso- 
ciation's experience  has  shown  that  the 
principles  set  forth  below  are  necessary  for 
the  continued  and  future  success  of  tax- 
qualified  plans  which  hold  primarily  em- 
ployer securities  in  the  form  of  common 
stock. 

These  principles  are: 

1.  Capital,  in  the  form  of  employer's 
common  stock,  must  be  required  to  accumu- 
late in  a  trust,  and  the  trustee  should  be 
subject  to  fiduciary  responsibilities.  Unless 
the  trust  plan  permits,  there  should  l>e  no 
required  payment  or  distribution  to  employ- 
ees of  the  employer's  common  stock  other 
than  as  provided  under  current  law. 


2.  Employees  should  recognize  no  income 
on  employer  securities  in  the  form  of 
common  stock  accumulating  under  an 
ESOP.  Following  distribution  of  shares  to 
an  ESOP  participant,  any  appreciation  of 
the  securities  over  the  trustees  basis  should 
be  treated  as  long-term  capital  gain  upon 
any  sale  of  the  securities. 

3.  Employers  should  t)e  imcouraged  to 
make  annual  contributions  to  the  trust.  In 
cash  or  employer  securities  in  the  form  of 
conmion  stock.  This  encouragement.  In  the 
form  of  deductions  for  such  contributions, 
should  be  at  a  level  at  least  equal  to  current 
law; 

4.  Allocations  of  employer  securities 
should  primarily  be  based  on  employees'  rel- 
ative compeiwation  with  reasonable  limits 
on  allocations  to  certain  highly-paid  and/or 
major  shareholder/employees,  such  as  pro- 
vided under  current  law; 

5.  ESOPs  and  ESOP  transactions  should 
continue  to  qualify  for  present  exemptions 
under  federal  and  state  securities  laws.  In 
addition,  ESOPs  should  be  r«  gulated  under 
federal  law  rather  than  under  the  laws  of 
the  50  states. 

6.  After  a  reasonable  period  of  sen'ice. 
participants'  accounts  in  th(  trust  should 
become  vested  in  employees  on  a  graduated 
basis  over  a  reasonable  period  of  time. 

7.  The  tax  laws  should  continue  to  provide 
incentives  for  the  establishment  of  lever- 
aged and  nonleveraged  ESOPs.  Various  laws 
enacted  over  the  past  13  years  by  Congress 
and  signed  by  four  Presidents  have  provided 
important  incentives  for  ESOPs;  and 

8.  In  matters  of  corporate  governance,  the 
law  should  recognize  the  significant  distinc- 
tions between  publicly-traded  corporations 
and  closely-held  corporations. 

The  ESOP  Association  does  not  complete- 
ly agree  with  the  concept  that  ESOPs  are 
not  retirement  plans.  They  can  be:  they  can 
also  be  better  than  normal  retirement  plans. 
They  can  provide  employees  more  wealth, 
and  they  assist  in  corporate  finance.  Experi- 
ence with  ESOPs  over  the  pas:  13  years  doc- 
uments this  position. 

The  ESOP  Association  will  work  with  the 
Administration  and  Congress  co  ensure  that 
the  basic  principles  as  set  forth  above  are 
embodied  in  the  laws  of  the  United  States. 

Any  proposal  which  is  not  in  accord  with 
these  principles  will  be  opposed  by  the  Asso- 
ciation. 

ROSTENKOWSKI  I  AND  ESOP  S 

The  next  tax  reform  proposal  that  contained 
provisions  dealing  with  ESOP's  was  published 
as  the  Ways  and  Means  Committee  chair- 
man's mark  on  September  26.  1985,  and  was 
called  Rostenkowski  I. 

Rostenkowski  I's  ESOP  provisions  were  an 
Improvement  over  Treasury  II,  but  still  con- 
tained some  basic  flaws  that  would  have  hin- 
dered employee  ownership  through  ESOP's.  It 
would  have  kept  ESOP's  In  ERISA,  but  would 
have  maintained  a  major  element  of  direct 
ownership  by  allowing  the  employee  to  force 
the  employer  to  cash  him  out  in  7  years.  Ros- 
tenkowski I  would  have  also  eliminated  vari- 
ous tax  Incentives  for  ESOP,  and  would 
change  how  a  closely  held  corporation  with  an 
ESOP  Is  governed. 

THE  ANTHONY  ESOP  AMENDMENT 

On  October  25,  1985,  I  offered  an  amend- 
ment in  the  Ways  and  Means  Committee  to 
change  the  ESOP  provisions  of  Rostenkowski 
I.  I  ask  permission  to  insert  In  the  Congres- 
sional Record  at  this  point  the  exact  Ian- 
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guage  of  the  Anthony  ESOP  amendment,  and 
it  is  as  follows: 

Attachment  2 

esop  proposal 

I.  Grandfather  present  law  treatment  for 
assets  in  ESOPs  as  of  Decembr  31.  1985. 
Generally  same  as  staff  proposal.  No  reve- 
nue Impact. 

II.  Repeal  payroll-based  tax  credit  for 
ESOPs  effective  December  31.  1985. 

III.  For  post-enactment  ESOPs.  generally 
maintain  current  law  with  the  following 
changes; 

(a)  Allow  employees  to  diversify  25%  of 
account  balance  when  age  55  and  10  years  of 
participation,  and  Va  of  the  balance  when 
age  60  and  10  years  of  participation. 

(b)  Require  vesting  at  20%  per  year  after 
the  5th  year  of  participation. 

(c)  Impose  a  discrimination /concentration 
test  ensuring  that  no  more  than  Vj  of  em- 
ployee contributions  for  a  year  are  allocated 
to  officers,  10%  shareholders  or  the  highly 
paid. 

(d)  Utilize  top-heavy  pension  plan  limit  of 
$200,000  on  amount  of  pay  that  may  be 
taken  into  account  in  determining  whether 
allocations  are  discriminatory. 

(e)  Require  an  independent  appraiser  and 
require  that  appraiser's  name  be  included  in 
plan  documents  filed  with  the  IRS. 

(f)  Require  full  pass-through  voting  for 
ESOPs  in  publicly-traded  corporations  full 
pass-through  voting  in  closely-held  corpora- 
tions on  major  corporate  issues  and  on  all 
issues  after  10  years  of  participation  in  the 
plan;  continue  to  allow  unallocated  shares 
to  be  voted  under  ERISA  fiduciary  stand- 
ards, and  ensure  that  the  one-man-one-vote 
concept  can  l)e  accommodated  in  co-op  com- 
panies utilizing  ESOP  incentives. 

rv.  Maintain  1984  ESOP  incentives,  as  fol- 
lows: 

(a)  Deduction  for  dividends  paid  on  ESOP 
stock  if  passed  through  as  taxable  income  to 
employees. 

(b)  Deferral  of  tax  on  proceeds  from  sale 
of  at  least  30%  of  employer's  stock  to  an 
ESOP  or  co-op  if  proceeds  reinvested  in 
other  private  sector  securities. 

(c)  Commercial  lender  exclusion  from 
income  of  50%  of  interest  on  ESOP  loans. 

(d)  Under  limited  circumstances  an  ESOP 
or  co-op  may  assume  an  estate's  tax  liability 
in  return  for  a  transfer  of  employer  stock 
and  an  employer  guarantee  to  pay  the 
estate  tax  (analogous  to  IRC  Section  6166 
permitting  an  installment  payment  of  estate 
taxes  when  interest  in  a  closely-held  busi- 
ness exceeds  35%  of  the  adjusted  gross 
estate). 

V.  Revenue  impact  of  overall  proposal: 
revenue  neutral. 

My  amendment  was  modified  by  the  com- 
mittee by  limiting  the  ESOP  tax  incentives  to  3 
years.  As  the  House  committee  report  said, 
this  action  was  not  done  to  evidence  any  op- 
position to  ESOP's.  but  to  limit  the  time  for 
special  ESOP  incentives  "to  judge  their  effec- 
tiveness in  promoting  employee  ownership." 

The  new  ESOP  rules  contained  in  the  An- 
thony amendment  were,  in  essence,  designed 
to  improve  ESOP's  without  violating  those 
basic  principles  necessary  for  the  smooth  op- 
eration of  a  successful  ESOP. 

I  am  very  encouraged  by  the  committee's 
actions  on  ESOP's.  The  very  first  time  that  the 
Ways  and  Means  Committee  members  and 
our  staff  took  a  long,  hard  look  at  ESOP's  was 
1985.  Prior  to  this  tax  reform  bill,  the  House 
had  always  left  ESOP  issues  to  the  other 


body,  because  the  champion  of  ESOP's  for  so 
many  years  has  been  the  senior  Senator  from 
Louisiana,  Russell  Long.  But  in  this  tax 
reform  effort,  every  tcix  law  provision  and  in- 
centive was  under  the  microscope  in  Ways 
and  Means,  and  it  would  have  been  an  abdi- 
cation of  our  responsibilities  not  to  deal  with 
ESOP's. 

And  for  a  first  effort,  our  committee  devel- 
oped a  reasonable  ESOP  proposal  that  recog- 
nized the  importance  of  the  thousands  of 
companies  with  employee  ownership  through 
ESOP's,  and  that  made  it  clear  that  the  House 
Ways  and  Means  Committee,  and  in  turn  the 
House,  wants  more  employee  ownership. 

Our  committee,  by  its  voice  vote  approval  of 
the  Anthony  ESOP,  laid  to  rest  that  only  the 
other  body  cares  about  ESOP's,  and  that 
ESOP's  would  disappear  with  the  retirement 
of  the  senior  Senator  from  Louisiana. 

THE  SENATES  TAX  REFORM  BILL  AND  ESOP'S 

In  essence,  the  Senate's  ESOP  provisions 
ratified  its  longstanding  position  in  support  of 
ESOP'S. 

Perhaps  the  major  difference  was  that  the 
House  ESOP  provisions,  developed  in  a  spirit 
of  compromise  between  those  who  feel  cur- 
rent ESOP  laws  are  succeeding  in  providing  a 
meaningful  capital  account  to  ESOP  company 
workers,  and  those  who  feel  ESOP's  do  not 
provide  a  good  retirement  policy,  focused  on 
ESOP's  as  retirement  plans,  whereas  the 
Senate  bill  focused  on  ESOP's  more  as  tech- 
niques of  corporate  finance. 

An  example  of  this  different  focus  was  that 
the  House  bill  required  an  employer  to  diversi- 
fy certain  employees'  ESOP  accounts  before 
retirement,  whereas  the  Senate  bill  had  no  di- 
versification proposal. 

THE  CONFERENCE  DOCUMENT  AND  ESOP'S 

The  bill  before  us  today  Is  a  ringing  en- 
dorsement of  ESOP's,  and  it  is  a  true  blend  of 
the  House  and  Senate  bills. 

First  and  foremost,  the  conference  bill, 
which  will  become  the  Internal  Revenue  Code 
of  1986,  continues  with  no  sunset  the  ESOP 
tax  incentives  and  expands  those  incentives  in 
major  aspects.  These  incentives  are: 
ESOP  Incentives 

Lender  Interest  Eicltision— The  provision 
allowing  banks  and  other  qualified  lenders 
to  exclude  from  their  taxable  income  50%  of 
the  interest  income  they  earn  on  ESOP 
loans  is  retained  and  expanded.  The  interest 
exclusion  is  now  available  with  respect  to  a 
loan  to  a  corporation  to  the  extent  that, 
within  30  days,  employer  securities  are 
transferred  to  the  plan  in  an  amount  equal 
to  the  proceeds  of  the  loan  and  such  contri- 
butions are  allocable  to  participants'  ac- 
counts within  one  year  after  the  date  of  the 
loan.  In  addition,  eligibility  for  the  lender 
interest  exclusion  is  expanded  to  allow 
mutual  funds  to  make  loans  to  ESOPs. 

Tax  Free  Rollover— The  provision  allowing 
a  deferral  on  taxes  from  proceeds  of  a  sale 
of  stock  to  an  ESOP,  provided  that  the 
ESOP  owns  a  minimum  of  30%  of  the  com- 
pany after  the  sale  and  the  seller's  proceeds 
are  reinvested  in  "qualified  replacement 
property",  is  retained. 

Dividend  Deductibility— The  deductibility 
of  dividends  paid  in  cash  to  ESOP  partici- 
pants is  retained  and  expanded  to  allow  a 
deduction  for  dividends  paid  on  ESOP  stock 
to  the  extent  that  the  dividends  are  used  to 
repay  the  ESOP  loan  incurred  to  buy  that 


stock.  The  deduction  is  allowed  for  the  year 
the  dividend  is  distributed  to  participants, 
not  the  year  it  is  contributed  to  the  plan. 
The  Treasury  Department  will  be  empow- 
ered to  prohibit  the  use  of  this  new  provi- 
sion in  those  instances  where  it  is  deter- 
mined that  it  is  used  as  a  lax  avoidance 
scheme. 

Estate  Tax  Assumption— Thi'  provision  al- 
lowing an  ESOP  to  assume  an  estate's  tax  li- 
ability in  exchange  for  an  equivalent 
amount  of  stock  is  retained  :n  its  current 
form. 

Estate  Tax  £ic/usion— Permits  an  exclu- 
sion from  the  gross  estate  of  50%  of  the  pro- 
ceeds from  a  sale  of  employer  securities  to 
an  ESOP  or  eligible  worker  owned  coopera- 
tive. This  provision  will  apply  only  to  sales 
after  the  date  of  enactment  and  before  Jan- 
uary 1.  1992. 

Second,  the  Internal  Revenue  Code  of  1986 
will  improve  on  the  management  of  ESOP's 
for  ESOP  employees  by  requiring  distribution 
of  their  ESOP  account  if  they  leave  their  em- 
ployer, by  setting  forth  clearly  what  votes 
have  to  be  passed  through  to  the  employees 
in  a  closely  held  company  without  disturbing 
the  corporate  culture,  and  by  spelling  out  how 
an  employer  is  to  honor  an  employee's  desire 
to  convert  stock  to  cash  when  he  or  she 
leaves. 

The  new  Internal  Revenue  Code  of  1986 
will  contain  the  House's  diversification  require- 
ment. This  is  a  new  provision  atxjut  which 
many  experts  have  had  questions. 

I  am  openminded  about  this  provision,  and 
if  it  proves  to  impose  too  harsh  a  burden  on 
ESOP  companies,  I  would  be  willing  to  reex- 
amine how  and  why  it  works  or  does  not 
work.  But  I  want  the  record  to  show  that  the 
concept  of  diversifying  an  ESOP  account  for 
certain  long-term  employees,  as  they  near  re- 
tirement age,  has  its  origins  in  the  writings  of 
Dr.  Louis  Kelso,  the  recognized  father  of 
ESOP.  So  I  emphasize  that  the  diversification 
provision,  which  was  first  included  in  the  An- 
thony amendment,  is  designed  to  enhance 
ESOP's,  not  to  hinder  them. 

Also,  the  Internal  Revenue  Code  of  1986 
will  contain  a  provision  that  may  be  the  most 
important  change  in  the  ESOP  rules  in  this 
conference  report.  This  is  a  provision  which 
was  included  in  the  Anthony  amendment.  It 
requires  that  the  stock  in  an  ESOP  of  a  close- 
ly held  company  be  valued  by  an  independent 
appraiser. 

Why  is  this  provision  important?  Because 
since  1974,  our  legal  system  has  dealt  with 
ESOP's,  and  occasional  problems  have  -been 
identified.  A  review  of  where  things  went 
wrong  with  an  ESOP,  or  ESOP  transaction,  in 
the  eyes  of  Government  agencies  regulating 
ESOP's  always  lead  back  to  a  dispute  over 
valuation  of  the  ESOP  stock.  The  staff  of  the 
Ways  and  Means  Committee  and  I  became 
aware  of  this  fact  as  we  considered  ESOP  law 
reform.  In  fact,  a  common  theme  of  earlier 
ESOP  proposals  was  that  allowing  the  em- 
ployee direct  ownership  of  the  ESOP  stock 
would  solve  the  valuation  problem  because 
the  price  would  be  set  by  the  marketplace. 
While  true  that  direct  ownership  would  result 
in  a  marketplace  price,  direct  ownership  would 
kill  employee  ownership,  except  In  a  few  com- 
panies, and  thus  would  have  thrown  the  baby 
out  with  the  bath.  The  Ways  and  Means  pre- 
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ferred solution  to  the  valuation  issue,  and  now 
the  Congress'  position,  was  to  require  an  in- 
dependent appraisal  of  the  stock  value. 

Finally,  the  conference  document  does  not 
contain  a  statement  of  intent  about  ESOP's 
and  their  use  as  techniques  of  corporate  fi- 
nance. This  statement,  added  by  the  Senate 
Finance  Committee,  was  a  reiteration  of  a 
statement  in  the  1976  Tax  Reform  Act.  Like 
any  statement  of  intent,  the  Senate  provision 
did  not  change  any  current  law  pertaining  to 
ESOP's  as  some  argued,  but  Instead  reaf- 
firmed that  Congress  wants  the  regulatory 
agencies  to  recognize  that  ESOP's  are  corpo- 
rate finance  devices  as  well  as  an  employee 
benefit  device.  It  is  unfortunate  that  there  was 
some  confusion  over  the  statement  in  the 
Senate  bill;  but  I  think  that  everyone  can 
agree  that  the  action  of  the  conference  on 
this  provision  does  not  affect  the  statement  of 
intent  in  the  1976  Tax  Reform  Act,  nor  does  it 
infer  any  change  of  congressional  policy 
toward  ESOP's. 

WHAT  DOES  THIS  LEGISLATIVE  HISTORY  MEAN? 

In  sum,  the  history  of  ESOP's  and  tax 
reform  illustrates  that  Congress  rejected  the 
proposal  that  ESOP's  become  a  direct  stock 
ownership  device. 

Instead,  Congress,  in  the  Internal  Revenue 
Code  of  1986,  endorses  ESOP  laws  in  basic 
agreement  with  the  principles  set  forth  in  the 
June  25,  1985,  statement  that  present  ESOP 
law,  with  the  ESOP  tax  incentives,  should  be 
maintained  with  modest  fine  tuning.  In  particu- 
lar, the  fine  tuning  included  addressing  the 
valuation  issue  for  ESOP's  by  requiring  an  in- 
dependent appraisal  of  ESOP  stock  in  a 
closely  held  company. 

THE  INTERNAL  REVENUE  CODE  OF  1986,  ESOP'S  AND 
THE  FUTURE 

The  future  of  ESOP's  under  the  Internal 
Revenue  Code  of  1986  is  very  bright.  Assum- 
ing that  Congress  stops  its  bad  habit  of 
changing  the  laws  pertaining  to  ERISA  plans 
every  year,  or  every  other  year,  the  many 
pluses  for  ESOP's  in  the  Tax  Reform  Act  of 
1 986  will  only  lead  to  more  ESOP's,  and  more 
employee  owners. 

In  the  final  analysis,  however,  the  fate  of 
ESOP  law  will  be  determined  not  by  members 
of  Congress,  nor  inside-the-beltway  lobbyists, 
but  by  the  performance  of  thousands  of  ESOP 
companies. 

For  example,  there  are  several  ESOP  com- 
panies in  my  congressional  district,  and  I  am 
impressed  with  their  track  record.  In  particular, 
we  are  proud  of  the  corporation,  the  Mad 
Butcher,  a  100  percent  employee-owned  gro- 
cery store  chain  headquartered  in  my  district 
in  Pine  Bluff,  AR. 

To  put  it  bluntly,  if  ESOP's  do  not  reward 
the  workers  with  a  measure  of  wealth,  then  I 
believe  that  the  many  supporters  of  ESOP's  in 
Congress  will  be  disappointed  and,  in  turn, 
support  for  ESOP's,  as  evidenced  by  the 
ESOP  Provisions  in  the  conference  report,  will 
wane. 

CONCLUSION 

I  do  not  believe  Congress  supports  ESOP's 
for  any  philosophical  theory  about  who  should 
manage  American  corporations,  but  because 
we  realize  that  there  is  wealth  concentration 
problem  in  this  country,  plus  a  realization  that 
wealth  is  earned  in  two  ways— by  labor  and  by 
capital.  Thus,  ESOP's,  which  allow  workers 


access  to  capital,  may  be  a  way  to  address 
the  problem  without  taxing  one  group  to  give 
to  another. 

In  essence,  ownership  is  a  powerful  idea, 
and  I  hope  this  review  of  ESOP's  and  the  tax 
reform  process  will  educate  the  public  at  large 
as  to  the  decisionmaking  process  Congress 
followed  In  encouraging  ESOP's  in  the  Internal 
Revenue  Code  of  1 986. 

Mr.  FAUNTROY.  Madam  Speaker,  I  rise  in 
support  of  H.R.  3838,  the  Tax  Reform  Act  of 
1986. 

The  cunent  tax  reform  bill  represents  a  de- 
finitive advance  in  the  area  of  progressivity 
and  distribution.  The  bill  would  shift  roughly 
$120  billion  in  taxes  from  individuals  to  corpo- 
rations within  5  years.  It  will  purportedly 
remove  6  million  low-  and  moderate-income 
taxpayers  off  of  the  tax  rolls,  while  substantial- 
ly reducing  the  tax  burdens  of  the  remainder 
of  lower-  and  middle-income  citizens. 

In  addition,  the  bill  would:  Enact  a  minimum 
tax  for  corporations  and  wealthy  individuals; 
drastically  restrict  tax  sheltering  activities;  and 
tax  capital  gains  as  normal  income.  All  of 
these  measures  will  Increase  the  equity  of  tax 
distribution  while  encouraging  increased  effi- 
ciency in  capital  allocation. 

At  the  same  time,  I  am  concerned  about 
retroactivity  in  H.R.  3838.  The  provision  com- 
pelling Federal  retirees  as  of  July  1,  1986,  to 
pay  taxes  on  retirement  income  as  soon  as 
they  retire  is  unacceptable  both  for  recent  re- 
tirees and  for  those  Federal  employees  now 
considering  retirement.  In  place  of  this  treat- 
ment, those  affected  Federal  employees  at 
least  deserve  a  retroactive  date  at  some  point 
in  the  future.  In  improving  this  bill,  I  urge  my 
fellow  members  to  support  the  distinguished 
Congresswoman,  Mary  Rose  Dakar  of  Ohio, 
in  her  efforts  to  address  this  Issue. 

Mr.  LUNDINE.  Madam  Speaker,  after  years 
of  discussing  and  debating  tax  reform,  our  op- 
portunity to  act  is  finally  here. 

This  bill  is  truly  historic.  Almost  any  piece  of 
legislation  can  masquerade  under  the  name  of 
tax  reform.  And  many  have.  But  this 
measure  comes  closer  to  the  idea  of  tax 
reform  than  any  bill  Congress  has  considered 
in  the  last  30  years. 

This  legislation  would  alter  decades  of 
American  tax  policy.  Through  the  years,  the 
President  and  Congress  have  loaded  the  Tax 
Code  with  special  rules,  deductions,  exemp- 
tions, and  credits.  These  provisions  have  been 
granted  with  good  Intentions,  but  they  have 
come  at  a  tremendous  cost.  In  1987,  these 
special  provisions  will  be  worth  almost  $450 
billion.  Each  time  we  have  spent  money  to 
give  a  special  incentive  to  advance  one  goal, 
we  have  pushed  up  the  tax  rates  for  everyone 
else. 

Besides  raising  tax  rates,  these  tax  prefer- 
ences have  caused  three  other  major  prob- 
lems. First,  they  have  made  our  Tax  Code 
unfair.  By  taking  advantage  of  the  number  of 
existing  tax  breaks,  some  individuals  and  com- 
panies have  paid  no  taxes  at  all,  while  the  rest 
of  us  have  had  to  make  up  the  difference. 
Second,  they  have  slowed  down  the  econo- 
my. They  have  encouraged  people  to  put  their 
money  toward  unproductive,  tax-favored  uses, 
instead  of  the  most  efficient  Investments.  And, 
third,  they  have  complicated  our  Tax  Code, 


making  it  hard  to  comply  with  and  difficult  to 
enforce. 

I  have  advocated  tax  reform  since  the 
1970's  in  order  to  put  a  halt  to  this  misguided 
policy.  I  believe  that  the  Tax  Code  should  pri- 
marily be  used  to  raise  revenue  for  needed 
Government  functions,  and  that  it  should  only 
promote  a  few,  broad,  societal  goals— such  as 
homeownership,  retirement  savings,  and  chari- 
table giving. 

Genuine  tax  reform  asks  people  to  give  up 
some  of  their  own  favorite  tax  provisions, 
which  often  benefit  relatively  few.  in  exchange 
for  much  lower  tax  rates,  which  should  help 
everyone. 

By  eliminating  most  of  the  special  provi- 
sions in  our  Tax  Code,  we  can  ensure  that  ev- 
eryone pays  a  fair  share  of  income  taxes, 
reduce  the  Tax  Code's  interference  in  the 
economy  and  once  again  allow  the  free 
market  to  guide  investment,  and  simplify  mat- 
ters for  all  taxpayers,  particularty  small  busi- 
nesses and  n)iddle-income  individuals. 

The  tax  reform  bill,  which  we  are  consider- 
ing today,  moves  us  farther  cown  the  road 
toward  fairness,  economic  growth,  and  sim- 
plicity. 

Of  course,  this  bill  does  not  entirely  conform 
to  everyone's— or  anyone's- ideal  of  what  tax 
reform  should  mean.  In  exchanging  a  system 
of  high  tax  rates  and  hundreds  of  specific  tax 
breaks,  for  a  system  with  low  rates  and  few 
tax  breaks,  there  were  thousands  of  specific 
decisions  and  trade-off's  that  had  to  be  made. 
Undoubtedly,  each  of  us  will  think  that  the 
congressional  tax  writers  have  given  up  some 
tax  benefits  that  should  be  preserved  and  pre- 
served some  that  should  be  atx)lished.  I 
would  prefer  to  be  voting  for  a  tax  reform  bill 
that  differed  from  the  current  proposal  in  sev- 
eral respects. 

I  believe  that  we  should  preserve  the  de- 
duction for  State  and  local  sales  taxes.  For 
the  past  72  years,  the  Tax  Code  has  allowed 
people  to  deduct  State  and  local  taxes  from 
their  income,  when  figuring  out  their  Federal 
income  tax.  In  effect,  this  gives  local  govern- 
ments the  first  chance  to  raise  revenue,  and 
the  Federal  Government  is  able  to  tax  only 
what  income  Is  left.  The  fundamental  need  to 
protect  our  federal  system  of  government,  to 
me.  justifies  the  full  prese'\'dtion  of  this  de- 
duction. 

I  am  concerned  about  the  retroactive  repeal 
of  a  number  of  provisions.  Tax  reform  is  in- 
tended to  restore  people's  faith  in  Govern- 
ment and  to  assure  them  that  everyone  will  be 
carrying  their  fair  share  from  now  on.  Unfortu- 
nately, the  bill  begins  this  renewal  of  confi- 
dence, at  least  in  part,  with  a  breach  of  faith. 
For  example,  many  public  employees  who 
have  retired  in  the  last  3  months,  who  expect- 
ed to  receive  a  couple  of  years  of  tax-free 
income,  will  now  find  that  they  must  pay  taxes 
on  tfieir  pension  from  day  one. 

The  Investment  tax  credit  is  also  repealed 
retroactively.  In  recent  years,  the  investment 
tax  credit  may  not  have  fostered  the  Kind  of 
capital  investment  that  would  serve  this  coun- 
try best.  Nevertheless.  I  believe  that  this  credit 
could  have  been  restructured  to  provide  tar- 
geted support  for  smaller  and  older  business- 
es that  invested  in  modem  equipment;  or.  at 
the  very  least,  it  should  have  been  phased  out 
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in  a  way  that  would  not  shock  manufacturers 
with  suddenly  higher  tax  bills. 

Low-income  housing  is  not  dealt  with  ade- 
quately in  the  tax  bill.  Generally,  the  Tax  Code 
should  refrain  from  providing  an  incentive  to 
invest  in  one  industry  over  another.  Different 
industries  should  compete  freely  and  fairly  for 
investment  dollars,  without  interference  from 
our  tax  laws.  Yet  housing  for  low-income 
people  cannot  compete  in  this  environment.  It 
is  inherently  uneconomic  to  provide  adequate 
housing  at  low  cost,  so  we  need  to  provide 
some  kind  of  special  incentives  to  encourage 
people  to  invest  in  low-income  housing. 

Since  direct  Government  assistance  to 
housing  has  been  cut  by  three  fourths  under 
this  administration,  and  as  it  is  unrealistic  to 
think  that  this  assistance  will  be  restored,  this 
is  not  the  tinfie  to  restnct  the  only  mechanism 
we  have  left  to  make  low-income  housing  an 
attractive  investment.  In  New  York  State,  for 
example,  we  need  to  build,  or  rehabilitate,  1 
million  units  in  order  to  make  adequate  hous- 
ing available  to  all  people  in  the  State. 

The  municipal  bond  changes  in  this  bill 
have  an  adverse  affect  on  local  government 
initiatives  for  economic  development.  These 
incentives,  particularly  for  investment  in  new 
manufactunng  capacity,  are  greatly  needed  to 
promote  our  industrial  competitiveness. 

Finally,  I  am  concerned  atxjul  the  rate 
structure  that  we  are  imposing  under  the  new 
bill.  We  have  an  opportunity  here,  as  we  trade 
in  a  system  of  high  tax  rates  for  one  with 
lower  rates,  to  create  a  simple,  progressive 
system  of  taxation. 

We  have  not  risen  to  that  challenge.  First, 
there  is  an  intervening  set  of  rates  for  1987, 
before  we  reach  permanently  lower  rates  in 
1988.  This  intenm  schedule  provides  an  addi- 
tional complication  and  could  undermine  sup- 
port for  tax  reform,  since  it  delays  for  a  year 
the  expected  benefits  of  lower  rates.  These 
rates  are  unnecessarily  confusing  and  have 
the  unwanted  effect  of  taxing  the  very  rich  at 
a  lower  marginal  rate  than  those  who  are 
moderately  well  off,  thereby  undermining  the 
progressiveity  of  the  Tax  Code. 

Nevertheless,  the  bill  is  a  monumental 
achievement. 

The  bill  curtails  tax  preferences  that  have 
given  an  advantage  to  rich  individuals  and 
profitable  corporations.  It  would  no  longer 
treat  inconf>e  from  investments  more  favorably 
than  income  from  work.  Tax  shelters  would  be 
dramatically  curtailed,  under  a  new  provision 
authored  by  New  York  Senator  Moynihan, 
which  would  prevent  people  from  using  pas- 
sive losses  to  offset  their  professional  Income. 
People  who  dine  on  expense  accounts  will  no 
ksnger  enjoy  a  great  tax  advantage  over 
people  who  carry  a  lunch  pail,  as  business 
nf>eals  and  entertainment  will  no  longer  be 
fully  deductible.  Both  the  corporate  and  indi- 
vidual minimum  tax  would  be  strengthened. 

The  bill  also  provides  overdue  relief  to  the 
working  poor.  It  provides  a  dramatic  incentive 
for  people  to  move  off  welfare  and  into  jobs. 
People  bekjw  tf>e  poverty  line  are  now  re- 
quired to  pay  income  taxes.  Taxing  people  at 
that  income  level  does  not  make  sense;  it 
only  makes  staying  on  welfare  more  attractive. 
This  legislation  would  relieve  6  million  people, 
wtHj  are  struggling  to  work  their  way  out  of 
poverty,  from  paying  Federal  income  taxes. 


Middle-class  Americans  will  also  benefit. 
While  some  deductions  have  been  eliminated, 
those  losses  should  be  offset  by  dramatically 
lower  tax  rates,  a  higher  personal  exemption, 
and  a  much  higher  standard  deduction.  With  a 
higher  personal  exemption,  the  Tax  Code  will 
adequately  recognize  that  individuals  with  chil- 
dren have  less  disposable  income  than  those 
without.  With  a  higher  standard  deduction, 
more  people  will  be  relieved  of  the  record- 
keeping burden  of  having  to  itemize  their  tax 
returns.  Under  this  bill,  the  average  American 
will  receive  a  6.1  percent  tax  cut  in  1988. 

In  the  long  run,  this  tax  reform  package  will 
be  good  for  economic  growth,  bringing  tangi- 
ble benefits  to  all  working  Americans.  Some 
people  have  claimed  that  this  tax  reform  bill, 
t)ecause  it  removes  tax  payer  subsidies  to  var- 
ious businesses,  will  precipate  a  recession.  To 
be  sure,  some  businesses  will  experience  diffi- 
culties as  they  wean  themselves  from  their  re- 
liance on  the  Tax  Code. 

But  for  every  tax-dependent  business  that 
will  have  to  retrench,  there  is  a  tax-independ- 
ent enterprise  that  will  prosper.  The  computer, 
textile,  and  food  industries,  as  well  as  the  vast 
majority  of  small  businesses,  have  traditionally 
paid  higher  effective  taxes,  because  they  have 
benefited  from  fewer  tax  breaks.  These  busi- 
nesses, relieved  of  their  extra  teoc  burden,  will 
be  able  to  expand  and  provide  more  jobs  to 
compensate  for  losses  elsewhere. 

In  the  long  run,  too,  this  tax  bill  should  en- 
hance our  economy's  overall  efficiency  and 
competitiveness.  America  has  faltered  in  inter- 
national competition,  at  least  in  part,  t>ecause 
our  tax  laws  have  encouraged  people  to 
invest  in  unproductive  endeavors— construct- 
ing hotels  and  office  buildings  where  there  is 
already  an  oversupply,  or  acquiring  other  busi- 
nesses simply  to  take  advantage  of  their  tax 
benefits.  By  reducing  those  tax-motivated 
transactions  and  encouraging  investment  to 
flow  to  its  most  productive  uses,  this  bill  will 
strengthen  economic  growth. 

Despite  its  historical  magnitude,  however, 
this  tax  reform  bill  will  not  be  the  last  word  in 
tax  policy. 

A  tax  code,  no  matter  how  well  it  is  crafted, 
is  not  adequate  unless  it  raises  enough 
money  to  pay  for  the  Government.  The  cur- 
rent Tax  Code  raises  only  80  cents  for  every 
dollar  we  spend.  If  Congress  decides  to  ad- 
dress this  issue  in  the  future  by  raising  taxes, 
then  the  proposed  Tax  Code  will  be  a  far 
better  vehicle  for  increasing  revenue  than  our 
current  inequitable  and  loophole-ridden  Tax 
Code.  In  my  view,  if  Congress  decides  to  raise 
taxes,  it  should  not  tinker  with  the  underlying 
tax  policy  which  has  been  hammered  out  in 
this  tax  bill,  but  instead  impose  a  temporary 
surtax,  based  on  a  percentage  of  taxable 
income,  in  order  to  raise  enough  money  to 
pay  the  Government's  bills. 

We  should  give  this  new  Tax  Code  a 
chance  to  work.  Next  years  technical  correc- 
tions bill  should  only  contain  the  most  neces- 
sary mechanical  adjustments.  It  would  be  to 
the  lasting  discredit  of  Congress  if  we  began 
next  year  to  retreat  from  the  bold  steps  we 
are  taking  this  year. 

In  a  few  years  down  the  road,  as  the  Treas- 
ury Department  studies  the  effects  of  tax 
reform  and  as  our  economy  and  international 
competition  will  undoubtedly  change,  it  will  be 


time  again  to  reexamine  the  Tax  Code  to  see 
what  adjustments,  if  any,  may  be  necessary. 
Congress  may  want  to  advarrce  the  steps  it 
has  taken  in  this  legislation,  to  bring  even 
greater  coherence  to  our  system  of  retirement 
tax  breaks,  to  reduce  the  Tax  Code's  bias  in 
favor  of  consumption  over  savings,  and  to 
prevent  the  flight  of  American  jobs  overseas. 
When  Congress  considers  those  changes,  it 
should  keep  in  mind  the  lessons  from  this  tax 
reform  process.  First,  that  every  tax  incentive 
has  a  cost.  Although  a  tax  break  may  create 
jobs  in  one  industry  or  region,  it  can  pull  re- 
sources away  from  other  businesses  and 
force  up  taxes  for  everyone  else.  Second,  that 
no  tax  preference  should  be  treated  as  sacro- 
sanct, but  should  be  studied  to  see  whether  it 
is  serving  its  stated  purpose,  or  is  simply  re- 
ducing the  tax  liability  for  a  selected  group. 
And,  finally,  that  tax  policy  does  not  have  to 
consist  of  smuggling  tax  breaks  in  through  the 
backdoor,  but  instead  can  provide  an  arena 
for  political  courage. 

That  kind  of  courage  was  shown  by  Senator 
Bill  Bradley  and  Congressman  Dick  Gep- 
hardt, who  pioneered  the  cause  of  tax 
reform.  And  it  was  dramatically  demonstrated 
by  Chairman  Dan  Rostenkowski,  who  ex- 
tended his  hand  in  partnership  to  a  President 
from  another  party,  who  stood  his  ground  on 
tax  reform,  and  who  proved  that  politics  can 
be  more  than  the  systematic  organization  of 
selfishness. 

In  short,  the  Tax  Reform  Act  of  1986  shows 
that  the  national  interest  can  win  out  over 
special  interests,  i  am  therefore  proud  to  sup- 
port this  legislation. 

Mr.  RAHALL.  Madam  Speaker,  before  us 
today  is  one  of  the  most  important  bills  of  this 
Congress.  We  have  all  been  contacted  by 
constituents  and  other  groups  speaking  both 
for  and  against  this  bill  and  its  various  provi- 
sions. As  with  other  bills  of  this  magnitude,  I 
am  encouraged  as  well  as  concerned  with  the 
various  proposals  it  contains.  However,  in  light 
of  the  need  for  reform  and  the  fair  and  re- 
sponsible approach  this  measure  takes  to 
more  evenly  distribute  our  Nation's  Federal 
tax  liablity  for  individuals,  I  have  decided  with 
some  reservation  to  support  H.R.  3838. 

One  of  the  most  appealing  provisions  of  this 
measure  is  the  reduction  in  tax  rates.  The 
conference  agreement  reduces  and  consoli- 
dates the  present  15  tax  brackets,  ranging 
from  11  to  50  percent,  into  just  two— 15  and 
28  percent.  For  single  taxpayers,  the  15  per- 
cent rate  applies  to  taxable  income  up  to 
517,850,  and  28  percent  rate  applies  to  tax- 
able income  above  this  level.  For  joint  returns, 
the  corresponding  break  point  is  $29,750.  For 
the  average  taxpayer  in  the  fourth  congres- 
sional district  of  West  Virginia,  where  the  aver- 
age per  capita  income  is  $8,500,  the  15  per- 
cent tax  rate  would  apply.  For  the  average 
West  Virginia  taxpayer,  this  drastic  reduction 
in  rates  would  offset  any  loss  due  to  the  el- 
mination  or  reduction  in  preferences,  such  as 
the  repeal  of  the  two-earner  deduction  and 
the  elimination  of  the  charitable  contribution 
deduction  for  nonitemizers. 

This  legislation  would  also  reduce  the  top 
corporate  rate  from  46  to  34  percent  and  con- 
solidates the  present  four  lower  corporate  tax 
brackets  into  two  rates,  15  percent  and  25 
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percent.  The  bill  also  provides  for  an  individual 
and  corporate  minimum  tax  to  ensure  that  all 
individuals  and  corporations  pay  their  fair 
share  of  taxes.  This  has  been  a  point  of  con- 
tention to  many  of  my  fellow  West  Virginians 
who  look  with  outrage  on  past  reports  of  cor- 
porations earning  billions  in  profits  paying  little 
to  no  taxes. 

To  right  this  tax  imbalance  which  has 
plagued  individual  taxpayers  with  an  unfair  tax 
burden,  this  legislation  would  reduce  the  taxes 
paid  by  individuals  by  $121.7  billion  over  the  6 
years,  1986-91,  while  increasing  the  taxes  of 
corporations  by  $120.4  billion  and  miscellane- 
ous taxes  by  $1.5  billion.  The  full  tax  rate  re- 
duction for  individuals  would  not  go  into  effect 
until  1988,  but  even  in  1987,  it  is  estimated 
that  four  out  of  five  individual  taxpayers  would 
receive  tax  cuts  despite  the  curtailment  or 
elimination  of  many  present  deductions,  exclu- 
sions and  credits. 

In  addition  to  the  reduction  in  tax  rates, 
three  of  the  most  important  and  t)eneficial 
provisions  of  this  bill,  with  regard  to  individ- 
uals, are  the  treatment  of  the  standard  deduc- 
tion, personal  exemption,  and  earned  income 
tax  credit. 

First,  the  bill  increases  the  amount  of 
income  that  is  automatically  tax  exempt  for  all 
taxpayers.  This  amount  is  presently  known  as 
the  zero  bracket  amount  and  is  built  into  the 
rate  schedules.  Under  this  measure  the 
amount  would  be  known  as  the  standard  de- 
duction—its former  name— and  would  be  sub- 
tracted from  income  by  the  taxpayer  instead 
of  being  built  into  the  rate  schedules. 

The  increased  standard  deductions  would 
take  effect  in  1988.  For  single  taxpayers,  the 
standard  deduction  would  be  increased  from 
$2,600  to  $3,000;  for  married  couples  filing 
jointly  it  would  be  increased  from  $3,850  to 
$5,000;  and  for  heads  of  households  it  would 
rise  from  $2,600  to  $4,400. 

Second,  H.R.  3838  raises  the  personal  ex- 
emption—an additional  allowance  which  all 
taxpayers  are  allowed  to  subtract  when  com- 
puting their  taxable  income,  with  one  exemp- 
tion allowed  for  each  family  member.  Under 
the  bill,  the  personal  exemption  would  be 
$1,900  in  1987,  $1,950  in  1988,  and  $2,000  in 
1989.  Under  current  law  the  exemption  is  esti- 
mated to  be  $1,100  in  1987. 

Of  importance  to  elderly  and  blind  Ameri- 
cans, this  bill  repeals  the  existing  additional 
personal -exemption  for  persons  aged  65  and 
over  and  blind  persons  and  replaces  it  with  an 
additional  standard  deduction.  The  additional 
standard  deduction  for  the  elderty  and  blind 
would  be  $750  on  single  returns  and  $600  per 
person  on  joint  returns. 

Third,  the  bill  increases  the  earned  income 
tax  credit— a  special  provision  designed  to 
help  offset  Social  Security  taxes  and  employ- 
ment-related expenses  for  the  working  poor. 
Eligibility  for  this  credit  is  limited  to  taxpayers 
with  dependent  children  and  with  income  from 
employment.  Presently,  the  maximum  credit  is 
$550.  This  amount  is  reduced  for  taxpayers 
with  incomes  above  $6,500  and  the  credit  is 
eliminated  entirely  when  income  reaches 
$11,000.  Under  the  conference  agreement, 
the  maximum  credit  would  be  raised  from 
$550  to  $800,  effective  in  1988.  The  income 
level  at  which  it  begins  to  be  reduced  would 
be  raised  from  $6,500  to  $9,000,  and  the 


income  level  at  which  the  credit  is  eliminated 
would  be  increased  from  $11,000  to  $17,000. 
Further,  for  the  first  time,  the  credit  would  be 
indexed  to  rise  with  inflation.  With  the  average 
per  capita  income  of  $8,500  in  my  congres- 
sional district,  I  am  very  pleased  with  the  revi- 
sion in  the  earned  income  tax  credit.  Under 
the  new  income  limits,  many  of  my  constitu- 
ents should  qualify  for  this  credit,  and  their 
benefit  will  be  improved  by  the  increase  in  the 
amount  of  the  credit. 

In  light  of  these  particular  reforms,  this  bill  is 
one  of  the  most  beneficial  pieces  of  legislation 
in  decades  for  low  income  working  families. 
Enactment  of  this  historic  measure  will  provide 
millions  of  our  nrost  vulnerable  wori<ing  fami- 
lies with  substantially  increased  income  for  the 
support  of  their  children.  It  has  been  estimat- 
ed, for  example,  that  a  family  of  four,  strug- 
gling to  maintain  its  independence  and  self- 
sufficiency  at  poverty  level  wages,  will  have 
over  $1,000  in  additional  income  to  support  its 
children  In  1 988  as  a  result  of  the  changes  in 
the  tax  code  contained  in  H.R.  3838. 

All  types  of  working  families  with  children- 
traditional  two  parent  families  and  single 
parent  families,  large  families  and  small  fami- 
lies—will benefit  from  the  critical  improve- 
ments in  the  personal  exemption,  starnlard 
deduction  and  earned  income  tax  credit  con- 
tained in  the  Tax  Reform  Act  of  1986.  These 
reforms  absolutely  essential  to  millions  of  tax- 
payers and  long  overdue.  The  decline  in  the 
value  of  the  personal  exemption,  for  example, 
is  the  largest  single  change  in  our  income  tax 
system  in  the  post-war  era  according  to  U.S. 
Treasury  officials.  The  erosion  in  the  value  of 
the  earned  income  tax  credit  has  greatly 
harmed  low  income  working  families  actually 
causing  many  to  be  taxed  into  poverty  by  our 
Federal  tax  system. 

The  importance  of  this  legislation  for  fami- 
lies should  not  be  ignored.  Over  the  years,  our 
Tax  Code  has  been  littered  with  tax  shelters 
and  loopholes  for  various  interests  while  the 
tax  burden  on  families  has  increased  dramati- 
cally. H.R.  3838  removes  what  has  been  seen 
as  an  anti-family  bias  from  our  Federal 
Income  Tax  Code  and  provides  the  tax  relief 
and  assistance  desperately  needed  by  Ameri- 
ca's working  families. 

I  would  like  to  note  some  specific  examples 
of  how  this  bill  would  affect  the  average 
American  working  family  to  accentuate  the  im- 
portance of  this  legislation.  The  Center  on 
Budget  and  Policy  Pnorities  recently  released 
an  analysis  companng  current  law,  the  House 
and  Senate  passed  bills,  and  the  conference 
agreement. 

Examining  specific  types  of  low  income 
families,  the  analysis  finds  that  a  mamed 
family  of  four  with  earnings  at  the  poverty 
line— $11,937  in  1988— would  owe  $1,302  in 
Federal  income  and  payroll  tax  in  1986  under 
current  law,  but  $245  under  the  tax  reform  bill. 

For  single-parent  families— whose  tax  bur- 
dens are  now  higher  than  those  of  married 
families  with  the  same  level  of  income— the 
bill  provides  even  greater  relief.  A  single- 
parent  family  of  four  with  earnings  at  the  pov- 
erty line  would  owe  $1,452  in  income  and  pay- 
roll taxes  in  1 988  under  current  law,  but  $245 
under  the  new  bill. 

A  married  family  of  four  with  earnings  of 
$15,000  would  receive  an  $826  tax  reduction. 


while  a  single-parent  family  of  four  earning 
$1 5,000  would  receive  a  $929  tax  reduction. 

For  most  of  these  families,  the  tax  relief  is 
greater  under  the  conference  bill  than  under 
either  the  House  or  Senate  bills  because  the 
conference  bill  contains  a  larger  earr>ed 
income  tax  credit.  The  three  most  important 
provisions  to  these  groups  of  taxpayers  are 
the  increased  personal  exemption,  the  in- 
creased standard  deduction,  and  the  in- 
creased earned  income  tax  credit,  along  wth 
the  increased  income  level  for  eligibility  for  the 
earned  income  tax  credit.  These  three  provi- 
sions, along  with  the  increase  in  the  income 
threshold  at  which  taxpayers  are  required  to 
pay  income  tax,  are  responsible  for  removing 
6  million  low-income  households  from  the 
Federal  income  tax  rolls  entirely. 

Our  Nation's  elderiy  are  also  helped  by  this 
legislation.  Just  over  one-half  of  the  Nation's 
28  million  persons  65  and  over  have  sufficient 
income  to  file  tax  returns  each  year.  About 
two-thirds  of  the  Nation's  15  million  older  tax- 
payers do  not  itemize  deductions  on  their  tax 
returns.  For  this  group,  tax  refomn  will  mean 
either  lower  taxes  or  no  real  change  in  tax  li- 
ability. The  nonitemizing  elderiy  filers  do  well 
for  three  reasons.  First,  the  higher  standard 
deduction— including  an  additional  $750  for  el- 
derly singles  and  $1,200  for  couples— means 
less  income  subject  to  tax.  Second,  the  15% 
tax  rate  helps  those  at  moderate  income 
levels.  And,  third,  nonitemizing  filers  have  rela- 
tively simple  tax  situations  and  are  not  affect- 
ed by  the  loss  of  deductions,  shelters,  and 
credits. 

For  the  most  part,  this  legislation  will  pro- 
vide tax  relief  for  older  Americans.  Of  the  6 
million  persons  removed  from  the  tax  rolls  by 
this  measure,  up  to  700,000  will  be  among  the 
elderty.  Furthermore,  the  bill  mandates  5-year 
vesting  and  limits  on  pension  integration  with 
Social  Security  that  will  help  future  retirees. 
While  there  are.  of  course,  provisions  of  this 
bill  which  concern  elderiy  Americans — for  in- 
stance, the  loss  of  certain  Itemized  deduc- 
tions, particularly  the  change  in  the  medical 
deduction  threshold  from  5  to  7.5  percent  of 
income,  and  the  retroactive  change  in  the  3- 
year  recovery  rule  which  affects  primarily  Gov- 
ernment retirees— the  bill,  overall,  benefits 
most  taxpayers,  including  the  elderiy. 

There  has,  however,  been  controversy  on 
how— overall— Federal  retirees  are  affected 
by  the  bill  The  bill  does  repeal  the  3-year  re- 
covery rule  that,  under  current  law.  allows  re- 
tirees who  have  made  after-tax  contributions 
to  their  pensions  to  generally  receive  their 
pensions  on  a  tax-free  basis  until  all  of  their 
contributions  have  been  recovered.  This  provi- 
sion is  indeed  retroactive  to  those  employees 
retired  on  or  after  July  1.  1986.  and  as  I  was 
opposed  to  this  provision.  I  am  certainly  op- 
posed to  the  retroactivity  of  tliis  proviSKjn.  But 
it  is  a  part  of  the  overall  bill  now.  and  the 
question  has  been  asked,  "would  public  retir- 
ees really  be  worse  off  under  tax  reform?" 

Looking  at  five  levels  of  public  employees, 
income  levels  $20,000  to  $60,000  with  pen- 
sion incomes  of  $11,250  to  $45,750,  by  the 
third  year  of  retirement,  every  income  catego- 
ry of  public  retiree  is  better  off  under  tax 
reform  than  under  current  law.  This  happens 
because  by  the  third  year  the  lower  rates,  en- 
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larged  personal  exemption  and  standard  de- 
duction, created  t>y  tax  reform  more  than 
overcome  the  initial  advantage  of  the  3-year 
recovery  rule.  For  example,  an  employee  with 
an  inconoe  of  $20,000  with  a  pension  of 
$11,250  would  owe  $604  in  taxes  in  the  third 
year  under  current  law  and  $234  under  the  tax 
agreement.  This  person's  savings  would  be 
$370  In  ttie  third  year  and  each  year  thereaf- 
ter. For  the  median  Federal  retiree,  who  now 
has  an  annual  pension  of  $12,084,  taxes  have 
been  cut  by  more  than  half  from  the  third  year 
onward.  While  the  advantage  is  proportionally 
greater  for  the  one-half  of  Federal  retirees 
with  pensions  below  $12,084,  the  gains  for 
the  half  above  $12,084  are  substantial  also. 
On  a  Federal  pension  of  $45,750,  for  exam- 
ple, the  total  ie-year  payment  would  be  cut 
from  $137,783  under  cun^ent  law  down  to 
$99,450—28  percent  lower— under  tax  reform. 
If  we  look  at  what's  best  for  public  retirees 
over  a  multiyear  period  and  not  just  years  one 
and  two,  ttie  actual  facts  are  that  on  their 
pension  inconoe  they  pay  far  less  under  tax 
reform.  Over  their  full  life  expectancy,  their  lax 
gains  are  truly  dramatic. 

While  we  all  have  concerns  with  specific 
provisions  of  this  conference  report,  it  is  a 
courageous  and  responsible  bill  that  restores 
tf>e  vital  element  of  fairness  to  our  Federal  tax 
system  so  that  no  longer  will  poverty  level 
Americans  pay  more  Federal  taxes  than  large 
and  profitable  corporations  pay  to  our  Federal 
Government  in  income  taxes. 

Of  course,  as  a  representative  from  West 
Virignia,  I  do  indeed  have  considerable  con- 
cern with  regard  to  the  industry  related  provi- 
sions of  this  bill. 

The  reduction  in  permissible  deductions  for 
depreciation,  coupled  with  the  repeal  of  the  in- 
vestment tax  credit  and  the  abandonment  of 
preferential  treatment  for  capital  gains,  could 
depress  business  investment  in  new  plants 
and  equipment  and  hurt  U.S.  competitiveness 
in  worid  markets.  These  revisions  in  the  Tax 
Code  are  of  grave  concern  to  West  Virignia  in- 
dustries, including  the  coal  and  timber  indus- 
tries. 

Madam  Speaker,  one  of  my  major  concerns 
with  this  legislation,  and  the  reason  for  my  re- 
luctant support  of  the  overall  package,  is  how 
many  of  its  provisions  will  impact  the  coal  and 
other  capital  intensive  industries.  In  those  re- 
gions of  this  country  such  as  West  Virginia  de- 
pendent upon  the  so-called  "smokestack "  in- 
dustries, we  have  not  yet  witnessed  the  eco- 
nomic recovery  the  President  claims  is  taking 
place  under  his  policies.  Many  sectors  of  the 
economy  are  still  struggling  to  regain  their 
competitiveness  arKJ  a  critical  factor  involved 
in  this  effort  concerns  the  Tax  Code. 

Preliminary  estimates  on  this  bill  indicate 
that  it  could  raise  the  coal  industry's  tax  liabil- 
ity by  38  percent  by  the  end  of  a  5-year  period 
from  enactment.  However,  most  of  this  in- 
crease is  due  to  provisions  of  the  legislation 
that  impact  all  industries  and  are  not  exclusvie 
to  coal.  I  am  pleased  to  say  that  we  have 
managed  to  retain  a  major  tax  incentive  of  im- 
portance to  coal  developnf>ent— the  percent- 
age depletion  allowance.  Following  are  some 
of  the  provisions  of  this  tax  reform  bill  of  con- 
cern to  the  coal  Industry: 

Percentage  depletion  allowance — tf>e  10 
percent  depletion  allowance  for  coal  is  re- 


tained, however  the  deduction  for  coal  is  in- 
creased from  15  to  20  percent  and  as  such, 
the  effective  rate  would  t>e  reduced  from  8.5 
to  8  percent.  The  income  cap  on  depletion  will 
remain  at  50  percent. 

Depreciation— Most  mining  equipment 
would  be  moved  to  a  7  year,  200  percent  de- 
clining balance.  Current  law  is  a  5-year  write- 
off at  1 50  percent. 

Exploration  and  development  costs — Cur- 
rent law  expensing  is  retained  except  that  30 
percent  is  to  be  recovered  over  a  5-year 
straight-line  period  rather  than  the  20  percent 
required  to  be  capitalized  under  current  law. 

Corporate  minimum  tax— Preferences  to  be 
added  to  the  new  20  percent  rate  include  per- 
centage depletion  at  100  percent  of  the  statu- 
tory allowance.  No  provision  is  included  to 
recognize  the  20  percent  discount.  Also  in- 
cluded is  exploration  and  development  costs. 

Perhaps  the  most  harmful  provision  of  this 
bill  to  the  coal  industry  is  its  elimination  of  the 
investment  tax  credit.  While  the  ITC  is  impor- 
tant to  many  industries,  its  loss  will  be  felt 
more  harshly  by  marignal  and  capital  intensive 
industries  such  as  coal  who  are  minimum  tax- 
payers. In  some  instances,  the  loss  of  the  ITC 
would  be  offset  by  the  lower  corporate  tax 
rate  but  this  will  largely  not  be  the  case  for 
marginal  industries  paying  under  the  minimum 
tax.  Unused  ITC's  may  offset  25  percent  of 
the  minimum  tax  liability,  although  this  benefit 
may  be  mitigated  by  the  amount  of  unused 
credits  that  can  be  carried  over. 

It  is  my  hope  that  we  will  in  the  very  near 
future  revisit  this  legislation  as  its  effects 
become  more  apparent. 

Mr.  COLEMAN  of  Texas  Madam  Speaker,  I 
rise  in  opposition  to  the  conference  repxjrt  on 
H.R.  3838,  the  Tax  Reform  Act  of  1986,  and 
support  recommitting  the  report  to  the  confer- 
ence committee. 

On  its  face,  this  is  a  good  bill.  Indeed,  the 
first  several  pages  constitute  historical  change 
in  the  Nation's  Tax  Code— change  which  if 
enacted  would  provide  necessary  tax  relief  for 
millions  of  working  poor,  lower  marginal  tax 
rates  for  most  Americans,  and  close  inefficient 
loopholes  which  distort  investment.  However, 
to  reach  those  goals,  many  other  changes  in 
the  code  were  made  which  will  not  yield  simi- 
lar results. 

The  conference  committee,  unfortunately, 
worked  on  accountants'  ledgers  and  not  eco- 
nomic assumptions.  While  they  sought  to  pro- 
vide a  more  efficient  Tax  Code,  one  in  which 
individuals  and  businesses  consumed,  saved, 
and  invested  their  income  not  on  tax  motives, 
but  rather  based  on  economic  profits,  the 
committee  found  that  they  could  not  achieve 
the  latter.  In  the  end,  it  no  longer  became  a 
case  of  economics,  but  rather  simple  account- 
ing—due simply  to  the  fact  that  the  tax  writers 
were  constrained  by  revenue  neutrality  and 
the  massive  deficits  of  the  last  5  years.  This 
reality  led  to  the  shifting  of  numbers  in  the 
latter  half  of  the  bill  to  achieve  those  in  the 
former. 

In  order  to  lower  marginal  tax  rates,  we  will 
have  to  increase  effective  tax  rates  through 
the  repeal  of  some  very  important  individual 
and  corporate  deductions.  These  are  not  nec- 
essarily tax  "loopholes"  or  even  inefficient 
provisions— rather  they  are  means  by  which 
we  conduct  fiscal  policy  as  a  nation.  The 


repeal  of  the  consumer  Interest  deduction 
may  result  in  more  saving,  but  at  what  cost? 
My  constituents  are  not  in  a  position  to  pur- 
chase such  durables  as  automobiles  outright. 
Without  the  interest  deduction,  they  simply 
may  not  purchase  one  at  all.  This  will  result  in 
a  loss  in  consumer  demand  which  have  been 
pushing  the  economy  during  the  past  2  years. 

My  constituents  are  unable  to  afford  ade- 
quate medical  care  as  it  is  today.  With  the  lim- 
itation of  the  medical  expense  deduction,  they 
will  be  in  a  lesser  position  to  afford  such  care. 

My  constituents  do  not  pay  a  State  or  local 
income  tax,  they  pay  a  sales  tax.  This  bill  will 
repeal  that  deduction.  They  would  see  the 
two-earner  "marriage  penalty"  deduction  re- 
pealed, and  increased  taxation  of  unemploy- 
ment benefits  and  scholarships. 

Over  12,000  of  my  constituents  who  are 
public  employees  would  see  their  pensions 
taxed  not  once,  but  twice.  And  for  some,  they 
would  feel  this  pinch  retroactively.  This  is  an 
injustice  to  those  who  have  worked  hard,  con- 
tributed to  their  retirement,  made  future  plans, 
only  to  find  that  Congress  has  reversed  its  po- 
sition at  their  expense. 

The  bill  also  includes  provisions  which 
would  greatly  affect  corporate  and  investment 
decisions.  While  we  all  agree  that  a  minimum 
tax  is  noteworthy,  this  bill  goes  beyond  the 
"fair  share"  theory.  In  effect,  because  of  the 
confines  of  revenue  neutrality  and  the  deficit, 
the  bill  shifts  $120  billion  in  tax  burdens  from 
individuals  to  corporations.  In  doing  so,  many 
economically  important  provisions  would  be 
repealed  or  strictly  limited. 

The  capital  gains  rate  would  be  raised  to  28 
percent  and  the  investment  tax  credit  com- 
pletely repealed.  In  1978,  a  Democratic  ad- 
ministration and  Congress  saw  the  need  to 
spur  investment  by  lowering  the  capital  gains 
rate  to  20  percent.  In  1961,  a  Democratic  ad- 
ministration and  Congress  saw  the  advantage 
of  providing  a  10-percent  investment  tax 
credit.  Both  of  these  items  are  necessary  to 
provide  long-term  capital  investment  in  our 
Nation's  industries,  and  thus  our  economic 
future.  While  we  may  agree  that  many  corpo- 
rate provisions,  even  some  combined  with  the 
investment  tax  credit,  result  in  a  tax  giveaway, 
the  outright  repeal  of  the  investment  tax  credit 
coupled  with  the  increase  in  capital  gains  rate 
will  severely  limit  our  Nation's  ability  to  raise 
capital  to  retool  our  basic  industries,  improve 
productivity,  and  compete  in  the  world  market. 

The  rapid  changes  in  depreciation  for  build- 
ings will  have  the  effect  of  raising  the  cost  of 
construction,  and  thereby  the  cost  of  rents  for 
multifamily  housing  because  an  increasing 
demand  will  not  be  met. 

The  ability  for  our  urban  areas  to  provide 
economic  stimulus  through  development  and 
infrastructure  repair  and  rehabilitation  will  be 
curtailed  by  new  limitations  on  tax-exempt  fi- 
nancing. At  a  time  when  the  Federal  Govern- 
ment is  contributing  less  to  States  and  local- 
ities, we  should  not  be  cutting  off  other  ave- 
nues through  which  our  cities  may  provide 
economic  growth. 

The  repeal  and  limitation  of  these  provisions 
by  the  conference  report  on  H.R.  3838  were 
necessary  to  achieve  the  lower  marginal 
rates,  the  effective  rates  for  20  million  people, 
77  percent  of  whom  have  incomes  below 
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$50,000  will  rise.  The  bill  before  us  today 
would  remove  6  million  working  poor  from  the 
tax  rolls  and  lower  marginal  rates,  but  in  the 
end,  many  in  the  middle  will  pay  for  this.  What 
will  be  the  cost  in  terms  of  the  economy?  In 
the  last  quarter  it  grew  at  0.6  percent  and  is 
not  estimated  to  do  much  better  in  the 
present  quarter.  Industrial  capacity  is  still  flat, 
unemployment  still  high,  the  trade  deficit  still 
rising,  and  yet  we  would  place  greater  tax  bur- 
dens on  businesses,  stifle  consumer  demand, 
and  remove  incentives  to  retool  our  industrial 
plants. 

I  commend  my  colleagues  on  the  confer- 
ence committee  for  their  efforts.  It  was  not  an 
easy  task.  They  achieved  a  lot  of  good  things, 
but  the  costs  to  individuals  and  the  stability  of 
the  economy  is  too  high.  My  colleagues  spent 
too  much  time  with  their  ledgers  and  not 
enough  considering  the  economy.  And  for  that 
reason,  I  must  reluctantly  oppose  the  bill  in  its 
present  form  and  vote  to  recommit. 

Mr.  McKERNAN.  Madam  Speaker,  the  his- 
toric tax  legislation  before  the  House  today 
represents  a  sweeping  change  in  our  coun- 
try's tax  laws,  and  a  giant  stride  toward  true 
tax  reform. 

While  there  is  no  denying  that  the  bill  has 
some  imperfections,  a  vote  against  the  bill 
based  on  those  flaws  would  shut  the  door  on 
an  unparalleled  opportunity  to  bring  tax  relief 
to  working  Americans,  and  to  right  many  of 
the  wrongs  in  our  Tax  Code. 

Most  important,  the  legislation  will  take 
more  than  6  million  working  poor  off  the  tax 
rolls  and  lower  individual  tax  rates  to  the 
lowest  levels  since  the  Second  Worid  War. 
The  legislation  brings  greater  equity  by  clamp- 
ing down  on  tax  shelters  and  tiy  instituting  a 
minimum  tax  that  will  ensure  that  wealthy  indi- 
viduals and  corporations  pay  taxes. 

I  am  certain  that  there  is  not  one  Member 
of  Congress  who  would  not  like  to  cure  the  ills 
that  he  or  she  sees  in  H.R.  3838,  the  Tax 
Reform  Act  of  1986,  but  we  do  not  have  that 
chance.  What  we  can  do  is  pass  a  bill  which 
cuts  rates,  increases  fairness,  and  helps  re- 
store public  confidence  in  our  tax  laws. 

This  bill  is  expected  to  provide  a  7  to  9  per- 
cent average  tax  cut  for  the  vast  majority  of 
individual  taxpayers.  In  addition  to  reducing 
rates,  the  bill  provides  ordinary  taxpayers  with 
a  large  increase  in  the  personal  exemption. 
The  bill  boosts  the  standard  deduction,  and 
brings  relief  to  low-  and  moderate-income 
working  families  through  an  expanded  earned 
income  credit. 

Some  of  the  most  basic  tax  provisions  that 
are  widely  used  by  average  taxpayers  would 
be  retained,  including  the  home  mortgage  in- 
terest deduction  and  the  deduction  for  State 
and  local  income  and  property  taxes. 

In  short,  the  new  tax  bill  will  claim  a  much 
smaller  percentage  of  the  ordinary  taxpayer's 
hard-earned  income,  thus  affording  taxpayers 
more  control  and  flexibility  in  making  their  own 
spending  decisions. 

This  bill  is  the  culmination  of  years  of  effort 
aimed  at  achieving  true  tax  reform.  The  intro- 
duction of  a  comprehensive  tax  overtiaul  plan 
by  the  Treasury  Department  in  November 
1984  marked  the  beginning  of  an  intensive 
debate  in  both  Houses  of  Congress,  and  on 
tx>th  sides  of  the  aisle,  on  how  best  to 
achieve  tax  reform.  The  House  version  of  H.R. 


3838,  which  I  joined  the  majority  of  my  col- 
leagues in  supporting  last  December,  was 
flawed,  but  its  passage  kept  the  process 
moving  forward  to  provide  meaningful  tax 
relief  for  working  Americans.  Although  the  tax 
reform  effort  faltered  many  times  in  the  inter- 
vening months,  passage  of  a  bill  by  the 
Senate,  with  its  drastically  lowered  rates,  gave 
the  effort  a  much-needed  shot  in  the  arm. 
Then,  the  conference  committee,  in  agreeing 
to  a  compromise,  achieved  what  many 
thought  to  be  impossible,  and  passage  of  the 
tax  bill  at  least  seemed  a  reality. 

The  compromise  bill  has  removed  some  of 
the  provisions  in  the  original  bill  which  would 
have  harmed  the  forest  products  industry  and 
other  heavy  industries.  The  lowered  corporate 
tax  rates  in  H.R.  3838— the  lowest  since 
1941— promise  relief,  particulariy  for  small 
businesses. 

The  legislation  will  remove  loopholes  which 
distort  the  allocation  of  resources,  and  dis- 
courage wasteful  and  inefficient  investments 
motivated  only  by  tax  considerations.  In  my 
view,  this  bill  moves  the  Tax  Code  in  the  right 
direction,  and  affords  us  a  better  opportunity 
to  encourage  savings,  investment,  and  eco- 
nomic growth. 

Mr.  VENTO.  Madam  Speaker,  I  rise  in  sup- 
port of  the  conference  agreement  on  the  Tax 
Reform  Act  of  1986  and  to  urge  my  col- 
leagues to  pass  this  landmarit  legislation. 

The  single  most  important  reason  to  vote 
for  the  Tax  Reform  Act  is  simply  to  increase 
the  fairness  of  our  tax  system.  I  have  advocat- 
ed comprehensive  tax  reform  since  I  was  first 
elected  to  the  House  and  I  supported  this  tax 
reform  measure  when  it  passed  the  House 
almost  a  year  ago.  The  original  House  tax  bill 
was  a  better  bill  than  this  conference  report  or 
the  Senate's  bill.  However,  the  House  confer- 
ees compromised  and  adopted  some  Senate 
provisions  in  the  final  product  before  us  today. 

The  discussion  of  the  promise  of  tax  reform 
has  t>een  wrapped  in  hypertxsle  and  may  have 
left  the  impression  that  the  taxpayer  could 
have  their  cake  and  eat  it  too.  Cleariy,  that 
isn't  possible  in  most  instances  without  adding 
to  the  Federal  debt.  While  most  will  receive  a 
modest  tax  cut,  some  76  million  taxpayers,  20 
million  taxpayers  experience  slight  increases 
in  taxes  under  this  measure.  Some  have  criti- 
cized this  measure  for  not  substantially  in- 
creasing taxes,  which  was  an  option  never  ac- 
cepted by  the  administration,  the  Senate,  and 
many  in  the  House.  On  balance,  the  bill  we 
consider  today  is  a  good  bill  which  reduces 
tax  rates,  eliminates  many  special  interest  tax 
breaks,  an^  increases  the  fairness  of  the  tax 
system.  While  I  believe  this  bill  deserves  to  be 
passed,  I  don't  think  that  we  should  be  blind 
to  some  of  the  flaws  that  are  the  inevitable 
result  of  compromise.  There  are  several  tax 
changes  which  I  do  not  support  and  which  I 
believe  detract  from  the  fairness  and  equity  of 
this  bill.  Certainly,  this  is  not  a  perfect  bill,  but 
each  of  the  435  Members  of  this  body  would 
have  a  different  version  of  their  ideal  tax 
reform  t>ill  and  tfie  only  way  that  that  land- 
mark legislation  such  as  this  could  pass  is 
through  the  give  and  take  and  adoption  of 
provisions  which  individually  we  might  not 
favor. 

There  are  several  aspects  of  this  bill  which 
trouble  me.  The  limited  applk:ability  of  the  IRA 


deduction  deprives  some  taxpayers  of  an  im- 
portant tool  they  can  use  in  planning  for  retire- 
ment. Public  employee  retirees  and  ott>ers  are 
treated  unfairiy.  The  effect  of  the  elimination 
of  the  3-year  recovery  rule  on  a  retroactive 
basis  means  that  workers  who  contribute  a 
portion  of  their  wages  to  a  pension  plan  will 
have  the  tax  benefit  spread  out  over  an  actu- 
arial table  rather  than  get  the  tax  saving  up 
front  in  the  first  3  years.  The  reduced  value  of 
the  medical  expense  deduction  will  be  an  es- 
pecially difficult  change  for  an  individual  or 
families  who  are  likely  to  incur  high  medical 
costs  in  a  specific  tax  year. 

Certainly  these  adverse  changes  must  be 
balanced  by  considering  the  reduced  rates  in 
the  bill  and- the  special  personal  exemption 
available  to  the  elderty,  but  I  fear  that  the  bill 
may  be  shortsighted  in  its  treatment  of  retire- 
ment issues.  It  of  course  is  important  to  re- 
member that  these  provisions  were  not  con- 
tained in  the  version  which  passed  the  House 
but  were  included  at  the  insistence  of  the 
other  body  in  achieving  a  compromise  meas- 
ure. 

There  are  other  tax  changes  included  in  this 
bill  which  I  feel  are  not  desirable.  The  elimina- 
tion of  the  deduction  for  two-income  families 
will  deny  a  needed  tax  break  for  many  of  our 
young  families  who  find  it  necessary  for  both 
parents  to  be  employed.  The  loss  of  the  de- 
ductability  of  sales  taxes  and  the  interest  on 
consumer  loans  will  effectively  make  pur- 
chases of  many  items  essential  to  modem  life 
such  as  cars  and  appliances  more  expensive 
than  before  enactment  of  this  bill. 

While  I've  pointed  out  some  drawbacks  to 
portions  of  this  bill,  I've  done  so  because  I  be- 
lieve that  when  weigfied  in  total,  the  bill  pro- 
vides middle-income  families  and  individuals  a 
modest  amount  of  tax  relief  and  a  substantial 
increase  in  fairness. 

The  most  important  change  in  this  tax  bill  is 
the  increase  in  tax  fairness  brought  about  by 
closing  special  interest  tax  loopholes  profita- 
ble corporatk>ns  and  wealthy  individuals  have 
used  to  avoid  paying  their  fair  share  of  taxes. 
This  legislation  strengthens  the  minimum  tax 
for  corporations  and  individuals,  reduces  the 
paper  losses  that  can  be  claimed  from  exces- 
sive depreciation  of  assets,  repeals  the  invest- 
ment tax  credit  through  which  many  profitable 
corporations  have  avoided  paying  any  Federal 
income  tax,  and  cracks  down  on  defense  con- 
tractors and  other  industries  which  have  used 
special  tax  laws  to  avoid  paying  taxes. 

By  eliminating  these  expensive  and  unpro- 
ductive tax  breaks,  the  bill  was  able  to  reduce 
tax  rates  ar>d  maintain  the  provisions  in  the 
Tax  Code  which  are  most  important  for  Ameri- 
can families.  The  bill  doubles  the  personal  ex- 
emption fi^om  $1,080  to  $2,000  per  person.  In 
addition,  the  standard  deduction  is  raised  to 
$3,000  per  single  taxpayer  and  $5,000  for 
married  couples.  The  home  mortgage  interest 
deduction  Is  fully  retained  for  a  principal  artd 
second  reskjences.  The  conference  report 
very  importantly  maintains  the  deductability  of 
State  and  local  income  and  property  taxes. 
ConskJering  the  PreskJent's  efforts  to  repeal 
this  important  provisk)n,  the  retentkjn  of  this 
deduction  is  a  major  vK^tory  for  Minnesotans. 
As  a  result  of  these  provlsk>ns  arKJ  the  reduc- 
tk}n  in  tax  rates,  the  vast  majority  of  mkktle- 
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income  taxpayers  will  pay  less  of  their  earn- 
ings In  Federal  irKome  because  of  this  bill 
than  under  the  cunent  Tax  Code. 

For  low-Income  taxpayers,  the  earned 
income  tax  credit  is  retained  for  working  fami- 
lies with  children.  At  the  same  time  that  it  puts 
profitable  corporations  on  the  tax  rolls,  it  takes 
over  6  million  very  low-income  individuals  off 
the  tax  rolls  entirely. 

For  the  majority  of  working  Minnesotans, 
small  business  people,  senior  citizens,  teach- 
ers, and  professionals,  this  legislation  will  ben- 
efit  them  Individually.  It  will  stimulate  econom- 
ic growth  in  our  Nation.  A  major  flaw  In  the 
current  Tax  Code  Is  that  business  was  making 
many  investment  decisions  not  on  the  basis  of 
business  consideration,  but  on  the  basis  of  tcix 
consideration.  This  has  led  to  a  waste  of 
scarce  investment  dollars  in  empty  commer- 
cial office  space,  surplus  railroad  boxcars,  and 
acres  of  farmland  owned  by  absentee  land- 
lords wfiere  no  corp  Is  harvested.  These  tax 
shelters  which  should  have  created  jobs  In  re- 
ality diverted  dollars  from  real  job-producing 
investments  and  reduced  Federal  tax  reve- 
nues and  Increased  the  Federal  deficit. 

With  the  elimination  of  these  shelters  busi- 
nesses and  Individuals  will  now  make  invest- 
ment decisions  based  upon  common  business 
sense  rather  than  seeking  tax  avoidance 
schemes.  I  am  confident  that  this  will  Increase 
economic  growth  and  provide  jobs  for  our 
Nation. 

Madam  Speaker,  I  want  to  commend  the 
conferees.  They  have  produced  a  bill  that 
benefits  the  vast  majority  of  the  American 
public  and  deserves  to  t)e  passed  As  I  have 
sakj,  if  I  could  have  written  this  tax  bill,  I 
would  not  have  changed  the  3-year  recovery 
rule.  I  would  have  allowed  more  tax-exempt 
bonding  for  economic  development  projects 
and  development  of  rental  housing  would 
have  been  less  constrained.  I  also  would  have 
retained  the  IRA  and  the  two-earner  deduction 
-  as  In  present  law.  But  even  with  these  flaws,  it 
is  a  vast  improvement  over  the  current  system 
and  I  believe  a  real  benefit  for  all  Americans. 

For  years.  Democrats  and  Republicans 
have  been  promising  tax  reform.  The  vote 
today  Is  our  charK:e  to  keep  these  promises.  I 
am  pleased  to  cast  my  vote  for  this  bill  and  to 
urge  my  colleagues  to  support  passage  of  the 
Tax  Reform  Act  of  1986. 

Ms.  MIKULSKI.  Madame  Speaker,  today  I 
voted  for  the  Tax  Reform  Act  of  1986.  I  voted 
for  the  bill  because,  on  the  whole,  it  is  a  his- 
toric step  toward  real  fairness  and  equity  In 
the  tax  system.  When  I  voted  for  the  bill,  how- 
ever, I  did  not  forget  my  most  serious  objec- 
tion to  the  tax  bill:  the  retroactive  repeal  of  the 
3-year  recovery  rule  for  Federal  and  other 
public  service  employees. 

The  repeal  of  the  3-year  recovery  rule  Is 
unfair.  It  is  one  of  the  few  retroactive  provi- 
sions in  the  tax  bill.  It  will  affect  thousands  of 
faithful  public  servants  who  have  carefully 
planned  for  tfieir  retirement.  This  amounts  to 
changing  the  rules  In  the  middle  of  the  game. 

I  opposed  this  change  today,  just  as  I  op- 
posed it  last  December.  And  I  pledge  to  con- 
tinue the  fight  to  retain  the  3-year  recovery 
rule.  Today  I  am  joining  my  colleague,  Con- 
gresswoman  Dakar,  in  introducing  legislation 
to  restore  the  3-year  recovery  rule.  By  restor- 
ing the  3-year  recovery  rule,  we  will  be  telling 


Federal  and  public  service  employees  that 
they  will  not  be  left  behind.  And  we  will  be 
taking  an  Important  step  toward  some  of  the 
dignity  of  public  service,  so  that  millions  of 
hard-working  Americans  do  not  have  to  regret 
the  decision  to  dedicate  their  lives  to  their 
country. 

When  the  tax  bill  first  came  before  the 
House  last  December,  I  voted  to  send  the  bill 
back  to  the  committee  because  of  the  pro- 
posed repeal  of  the  3-year  recovery  rule. 
When  the  bill  went  to  the  Senate,  I  wrote  to 
Senator  Packwood.  urging  him  to  retain  the 
3-year  recovery  rule.  The  Senate  voted  to 
eliminate  the  rule,  but  at  least  It  provided  for  a 
gradual  phase-out.  The  conference  committee 
bill  doesn't  even  do  that.  Instead,  It  slams  the 
door  in  the  face  of  millions  of  Federal  and 
public  employees,  by  making  the  repeal  effec- 
tive as  of  3  months  ago. 

Madam  Speaker,  Federal  and  public  em- 
ployees are  the  people  who  keep  this  country 
running.  Without  them,  America  could  not  be 
the  great  Nation  it  is  today.  However,  the 
Government  has  repeatedly  failed  to  reward 
the  contributions  of  Its  employees.  In  the  past 
few  years,  the  Government  has  asked  it  em- 
ployees to  make  great  sacrifices:  It  has  cut 
their  benefits,  played  with  their  retirement 
plans,  replaced  them  with  more  expensive 
contract  workers,  and  kept  their  salaries  and 
their  pay  Increases  well  below  those  of  work- 
ers In  the  private  sector. 

The  Government  had  done  about  everything 
possible  to  remove  the  prestige  and  honor 
which  once  went  with  serving  one's  country. 
The  3-year  recovery  rule  was  one  of  the  few 
special  benefits  received  by  Federal  employ- 
ees, helping  parltally  to  offset  the  sacnflces 
which  these  workers  make  in  dedicating  them- 
selves to  public  service.  Now,  the  retroactive 
repeal  of  the  3-year  recovery  rule  is  yet  an- 
other blow  against  comparability,  a  further 
attack  on  the  dignity  as  well  as  the  check- 
books of  Federal  Workers. 

In  the  name  of  fairness,  the  conference 
agreement  included  over  $10  billion  In  special 
transition  rules  for  a  variety  of  projects,  devel- 
opments, and  industries.  It  Is  outrageous  that 
when  it  came  to  Federal  employees,  fairness 
was  sacrificed  In  the  name  of  revenue  neutral- 
ity. 

Madam  Speaker,  I  believe  that  the  tax  bill 
as  a  whole  contains  too  much  good  for  me  to 
vote  against  It.  The  tax  bill  will  remove  more 
than  6  million  low-Income  individuals  and  fami- 
lies from  the  Income  tax  rolls,  and  will  signifi- 
cantly reduce  the  tax  burden  for  millions  more 
lower  Income  families.  I  was  unwilling  to  lose 
this  unique  opportunity  to  achieve  true  tax 
reform,  because  I  t)elleve  that  if  we  rejected 
the  bill  this  time,  we  would  not  have  another 
change.  But  just  as  I  voted  for  the  bill  be- 
cause of  fairness,  I  will  fight  to  restore  the  3- 
year  recovery  rule  for  the  same  reason. 

Mr.  LIGHTFOOT.  Madam  Speaker,  after 
long,  hard  consideration  of  the  advantages 
and  disadvantages,  I  have  concluded  that  the 
Tax  Reform  Act  of  1986,  H.R.  3838,  would  be 
fairer  to  my  constituents  than  current  law. 
Since  I  do  not  have  the  luxury  of  amending 
this  bill,  it  Is  a  choice  between  this  and  current 
law. 

Today  we  are  debating  the  most  compre- 
hensive changes  in  tax  law  since  our  present 


system  was  created  at  the  beginning  of  the 
cenfruy.  Currently,  we  live  under  a  system  that 
few  people  like.  Many  well-to-do  and  large 
corporations  are  able  to  avoid  paying  taxes 
through  a  complicated  system  of  loopholes 
and  exemptions. 

The  higher  the  Income,  the  more  deductions 
which  one  can  take  advantage  of.  Granted, 
some  of  the  deductions  and  credits  built  into 
our  Tax  Code  are  Incentives  for  investment. 
But  we  face  a  tremendous  problem  In  this 
country  with  a  growing  perception  of  unfair- 
ness. The  more  unfair  the  system  appears, 
the  greater  incentive  to  avoid  paying  taxes. 

I  agree  with  some  that  this  bill  is  not  simpli- 
fication. It  is,  however,  reform  in  that  It  will 
reduce  the  tax  burden  on  the  lower  to  middle 
Income  taxpayer,  while  Increasing  the  burden 
on  those  who  traditionally  have  been  able  to 
greatly  reduce  their  tax  bills,  such  as  the 
wealthy  and  corporations. 

Of  particular  Interest  to  me  are  the  reforms 
made  In  the  area  of  agricultural  taxation.  I've 
worked  on  reforming  agricultural  taxes  since  I 
first  took  office,  and  It  is  gratifying  to  me  that 
we've  achieved,  at  least  partially,  our  goals  in 
this  area. 

I  am  also  relieved  that  many  of  the  objec- 
tions I  had  to  the  House-passed  version  of  tax 
reform  have  been  resolved  in  this  conference 
agreement. 

Although  I  remain  concerned  about  such 
changes  as  the  elimination  of  income-averag- 
ing, loss  of  the  investment  tax  credit,  curtail- 
ment of  Individual  retirement  accounts,  retro- 
active repeal  of  the  3-year  recovery  rule  for 
Federal  retirees,  changes  affecting  the  real 
estate  Industry,  and  elimination  of  the  deduc- 
tion for  charitable  contributions  for  nonltem- 
Izers,  there  are  a  number  of  advantages  In 
this  bill  over  present  law.  Therefore,  I  will  sup- 
port this  bill,  but  I  plan  to  press  for  repairing 
deficiencies  In  this  bill  after  its  passage. 

Mr.  COMBEST.  Madam  Speaker,  the  House 
has  under  consideration  today  the  most  com- 
plete overhaul  of  our  Tax  Code  since  World 
War  II.  Much  controversy  and  political  fanfare 
has  surrounded  this  legislation  which  will  ulti- 
mately impact  each  and  every  taxpaying  citi- 
zen In  the  United  States. 

Many  have  portrayed  this  so<alled  tax 
reform  legislation  as  the  bill  of  the  people,  de- 
signed to  make  our  tax  system  equitable  and 
simple  while  fostering  the  Nation's  economic 
health.  It  is  my  view,  however,  that  the  Tax 
Reform  Act  of  1986  has  been  subjected  to 
hoards  of  political  rhetoric  with  a  minimum  of 
careful  review  extended  to  Its  massive  implica- 
tions. I  am  compelled  to  share  with  my  col- 
leagues and  with  my  constituents  the  principle 
reasons  why  I  believe  this  tax  bill  falls  short  of 
satisfying  the  guiding  precepts  of  fairness, 
simplicity,  and  growth  set  forth  by  President 
Reagan. 

I  have  always  been,  and  continue  to  be,  a 
strong  supporter  of  true  tax  reform  that  elimi- 
nates loopholes  and  special  preferences.  I 
firmly  believe  that  all  individuals  should  pay 
their  fair  share  of  taxes,  and  I  certainly  advo- 
cate a  simplified  Tax  Code  with  a  minimum  of 
administrative  regulations. 

After  studying  the  2,000  new  pages  that  we 
are  preparing  to  add  to  the  existing  13,000 
pages  of  tax  law,  it  did  not  take  me  long  to 
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reach  the  conclusion  that  this  bill  is  far  from 
simple.  For  the  first  time  in  history,  corpora- 
tions will  be  required  to  maintain  three  sets  of 
books  if  they  are  to  comply  with  minimum  tax 
and  t>ook  income  provisions  of  the  new  tax 
law.  Such  a  system  will,  undoubtedly,  be  diffi- 
cult to  administer,  particularly  in  light  of  the 
countless  IRS  regulations  that  are  guaranteed 
to  ensue. 

In  addition,  the  uncertainty  surrounding  the 
potential  impact  of  this  legislation  Is  immense. 
According  to  a  leading  national  economist, 
there  are  10  to  20  major  problems  created  by 
the  bill.  The  difficulty  is  that  no  one  is  sure 
what  they  are  but  we  will  find  out  too  late. 
While  it  is  true  that  an  estimated  6  million  of 
the  working  poor  will  be  removed  from  the  tax 
rolls,  an  estimated  25  percent  of  all  taxpayers 
will  be  subjected  to  increased  taxes.  These 
uncertain  economic  impacts  could  be  devas- 
tating at  a  time  when  we  are  consuming  more 
than  we  produce,  spending  more  than  we 
earn  and  tiorrowing  more  than  we  save  in  the 
United  States. 

Since  the  beginning  of  the  year,  I  have 
been  visiting  my  constituents  in  an  effort  to 
fully  understand  the  effect  that  various 
changes  In  the  Tax  Ckxle  would  have  on  west 
Texas.  From  Dimmitt  to  Denver  City,  farmers, 
oil  producers,  main  street  merchants  and 
people  of  all  income  levels  and  all  walks  of 
life  told  me  of  their  reservations  about  and  op- 
position to  the  so-called  tax  reform  legislation. 

Texas  Is  clearly  penalized  under  the  provi- 
sions of  this  tax  bill  which  repeal  the  deducta- 
billty  of  State  and  local  sales  taxes.  The 
Texas  government  is  experiencing  a  severe 
shortfall  in  Its  budget  now,  and  this  loss  of 
revenue  can  only  result  in  a  loss  of  funding  for 
important  State  programs. 

On  a  local  level,  small  businessmen  are 
worried  that  they  will  not  be  able  to  comply 
with  the  burdensome  new  provisions  that  will 
require  them  to  keep  three  sets  of  books. 
These  same  small  businessmen  will  also  be 
faced  with  making  changes  in  the  pension 
plans  that  they  extend  to  their  employees.  As 
a  former  small  businessman  myself,  I  am  well 
aware  of  the  inordinate  amounts  of  time  and 
expense  that  will  t>e  involved  In  complying 
with  these  new,  burdensome  requirements. 

Struggling  19th  District  farmers  will  be  hit 
hard  by  the  repeal  of  income  averaging.  It  is 
through  this  tax  tool  alone  that  many  individ- 
uals, with  income  subject  to  the  whims  of 
Mother  Nature,  have  overcome  great  adversity 
and  compensated  for  hard,  lean  years.  In  ad- 
dition to  the  loss  of  investment  tax  credits  and 
farm  equipment  depreciation  allowances,  the 
banking  provisions  of  the  tax  reform  package 
may  exacerbate  the  foreclosure  problem  that 
is  threatening  the  Southwest.  Since  banks  will 
be  able  to  charge  off  loans  for  tax  purposes 
only  at  the  time  of  foreclosure,  they  will  not  be 
able  to  afford  the  leniency  that  many  bankers 
are  currently  exercising  to  assist  those  individ- 
uals experiencing  economic  difficulty  as  a 
result  of  the  problems  plaguing  agriculture. 

While  proponents  of  tax  reform  have  been 
jubilant  in  their  discussion  of  the  tax  bill's 
treatment  of  oil  and  gas,  the  fact  is  that  an 
additional  $10  billion  in  tax  burden  will  t>e 
placed  on  the  oil  and  gas  industry  over  the 
next  5  years.  Combined  with  the  limitations 
that  the  tax  bill  places  on  capital  for  new  drill- 


ing operations,  our  Nation  will  experience  a 
further  shortage  of  domestic  energy,  higher 
gas  and  fuel  oil  prices  and  a  greater  vulner- 
ability as  we  become  more  dependent  on  for- 
eign sources  of  oil. 

On  a  more  national  level,  this  attempt  at  tax 
reform  may  worsen  the  deficit  under  which  our 
Nation  currently  struggles.  Because  the  tax  bill 
increases  the  cost  of  capital  investment  in  the 
United  States,  our  domestic  manufacturing  will 
be  less  competitive  at  home  and  in  the  worid 
market.  This  is  particularly  ironic  at  a  time 
when  many  in  Congress  are  calling  for  protec- 
tionist trade  policies. 

Corporations  will  be  faced  with  new  costs 
for  manufacturing,  and  compared  to  foreign 
goods,  the  price  of  American  goods  will  go  up. 
Americans  will  be  consuming  goods  produced 
in  Japan  rather  than  those  goods  produced  in 
Texas  because  the  Japanese  goods  will 
become  markedly  cheaper.  The  effect  is  cycli- 
cal—with increased  consumption  of  foreign 
goods,  American  jobs  will  be  lost  due  to  the 
decrease  in  demand  for  domestic  goods.  Eco- 
nomic growth  most  certainly  is  not  achieved 
through  displacement  of  the  work  force. 

Another  frightening  aspect  of  this  tax  reform 
legislation  is  that  there  are  predictions  and 
rumblings  in  Congress  of  raising  the  individual 
rates  again  in  an  effort  to  meet  deficit  reduc- 
tion targets.  Increasing  individual  tax  rates  on 
the  heels  of  repealing  individual  deductions 
would  result  in  a  gross  distortion  of  the  Tax 
Code  which  would  cause  individuals  to  pay 
more  taxes  than  ever  before. 

The  individual  and  economic  fallout  of  over- 
hauling our  Nation's  Tax  Code  is  complex  and 
limitless.  All  of  the  changes  contained  in  the 
tax  bill  have  a  significant  impact,  from  the 
measure  that  penalizes  married,  two-income 
couples  to  the  changes  in  depreciation  that 
will  ultimately  raise  the  rents  of  the  elderiy. 
There  is  no  way  that  retroactive  provisions 
which  change  the  rules  in  the  middle  of  the 
game  can  be  construed  as  fair. 

There  are  good  and  constructive  changes 
which  this  bill  makes.  I  believe,  however,  that 
we  can  do  better.  We  owe  the  American 
people  a  better  bill. 

Mr.  BOLAND.  Madam  Speaker,  the  time 
has  come  to  make  a  decision  on  tax  reform. 

For  more  than  a  year,  this  Congress  has 
wrestled  with  the  concept  of  tax  reform.  We 
have  found  that  everybody  is  for  tax  refomi, 
as  long  as  they  are  only  supporting  an  ab- 
stract concept.  But  when  it  comes  time  to 
consider  the  specifics  of  a  tax  reform  bill- 
when  it  becomes  clear  that  some  of  the  tax 
loopholes  we  claim  to  oppose  are  treasured 
by  certain  special  interests— we  discover  that 
some  of  the  eariy  supporters  find  reasons  to 
turn  away. 

No,  this  conference  report  is  not  perfect.  No 
tax  bill  has  ever  been  perfect.  No  tax  bill  will 
ever  be  perfect.  But  this  legislation  represents 
real  tax  reform,  more  than  has  t)een  achieved 
by  any  prior  act  of  Congress.  Passage  of  this 
measure  will  ensure  that  future  investment  de- 
cisions of  both  individuals  and  businesses  are 
driven  by  sound  economk;s  rather  than  tax 
advoidance.  The  minimum  tax  provision  will 
require  some  taxpayers,  who  have  in  the  past 
shirked  their  responsibility  to  assume  a  share 
of  the  financial  burden  associated  with  main- 
taining this  country,  to  join  in  that  effort.  By  re- 


moving 6  million  low-income  Americans  from 
the  tax  rolls,  this  measure  will  encourage  their 
continued  participation  in  the  work  force  and 
promote  the  kind  of  independence  from  Gov- 
ernment assistance  we  all  profess  to  favor.  Fi- 
nally, by  providing  some  tax  relief  to  middle- 
income  taxpayers,  the  bill  addresses  one  of 
the  central  complaints  about  the  existing  Tax 
Code;  that  it  is  a  haven  for  the  rich,  or  for 
those  skillful  enough  to  exploit  its  shortcom- 
ings. 

Mr.  Speaker,  the  question  each  of  us  must 
ask  before  casting  our  vote  on  the  legislation 
is  whether  the  Tax  Code  it  will  create  will  be 
more  fair  than  the  one  under  which  we  now 
operate.  I  believe  that  the  answer  to  that 
question  is  yes.  We  have  an  opportunity  to 
vote  for  fairness  by  voting  for  this  conference 
report,  to  vote  for  the  kind  of  sweeping  reform 
we  all  said  we  wanted.  It  is  an  oppKjrtunity  that 
may  not  come  again  soon,  and  if  we  allow  it 
to  pass  us  by,  I  do  not  believe  that  the  Ameri- 
can people  will  accept  our  explanation  that  we 
were  for  tax  reform— but.  All  the  "buts."  all 
the  "except  fors,"  all  of  the  "instead  of's"  that 
are  raised  in  objection  to  this  legislation  do 
not,  in  my  judgment,  outweight  the  benefits  it 
will  provide  for  the  people  of  this  Nation.  The 
time  has  come  to  decide  on  tax  reform.  Do 
we  want  it  or  don't  we?  I  believe  that  we  do, 
and  I  urge  that  the  conference  report  be 
adopted. 

Ms.  MIKULSKI.  Madam  Speaker,  though  I 
have  concerns  about  several  of  the  provisions 
in  this  bill.  I  rise  in  support  of  the  histonc  tax 
reform  measure  being  considered  by  the 
House  today.  On  balance,  I  believe  this  bill  is 
good  for  business,  good  for  the  economy,  arxJ 
perhaps  most  importantly,  good  for  the  Ameri- 
can family. 

This  bill  IS  a  giant  step  forward  toward  a  fair 
and  equitable  tax  system.  For  me,  fairness 
always  has  t)een  a  preeminent  concern  when 
it  came  to  tax  reform.  I  believe  that  tax  reform 
without  fairness  would  be  a  disservice  to  all 
Americans.  With  this  bill  we  get  fairness,  and 
that  is  why  I  am  voting  for  it. 

By  passing  this  tax  reform  bill: 

We  make  sure  that  multinational  corpora- 
tions finally  pay  more  in  taxes  than  the  police 
officers  on  the  street  who  risk  their  lives  ev- 
eryday protecting  us. 

We  help  out  millions  of  single-parent  fami- 
lies, by  making  sure  they're  not  stuck  with  a 
big  tax  bill  each  year  in  addition  to  t>eing  stuck 
with  big  bills  for  shoes,  clothes,  and  rent. 

We  send  a  strong  message  to  our  Nation's 
families— a  message  that  er>courages  home- 
ownership,  charitable  giving,  and  makes 
standard  deductions  and  personal  exemptions 
more  generous. 

Finally,  we  say  "thank  you"  to  American 
workers  by  improving  pension  protectkjn. 
guaranteeing  t)etler  t)enefits,  and  wider,  more 
equitable  pension  coverage  for  workers. 

But  this  tax  bill  is  not  just  a  pro-family  bill, 
it's  a  pro-business  bill  as  well.  It  erKX>urages 
investment  in  productivity  by  closing  down  tax 
shelters  that  only  promote  investments  that 
have  no  economic  merit.  It  encourages  invest- 
ment in  research  and  development.  And  it 
allows  for  business  stability  by  discouraging 
hostile  corporate  takeovers. 
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While  there  are  many  aspects  of  the  tax 
reform  bill  which  I  like  very  much,  there  are 
some  aspects  I  cton't  like  at  all. 

That  is  why  earlier  today  I  cast  my  vote  to 
serKJ  this  bill  back  to  committee.  I  want  to  see 
tax  reform  done  in  a  way  that  is  fair.  That 
means  I  wanted  to  see  the  committee  elimi- 
nate the  retroactive  provisions  which  I  felt  are 
unfair  and  unwise.  I  also  wanted  tf>e  commit- 
tee to  retain  the  3-year  recovery  aile  for  Fed- 
eral and  other  public  service  employees. 

When  the  effort  to  recommit  failed,  we  had 
only  one  opportunity  left  to  bring  about  true 
tax  reform.  I  voted  to  take  advantage  of  that 
opportunity.  I  will,  however,  continue  the  fight 
to  restore  the  3-year  recovery  rule  for  Federal 
and  otf>er  public  service  employees. 

Mr.  DELLUMS.  Madam  Speaker,  I  am  not 
happy  with  many  provisions  of  the  tax  bill.  I 
strongly  oppose  the  notion  of  revenue  neutral- 
ity in  this  time  of  massive  deficits.  Revenues 
must  be  increased  if  we  are  even  to  begin  to 
address  ttie  present  deficits. 

The  President's  own  Office  of  Management 
and  Budget  estimates  that  the  revenue  effects 
of  the  President's  1981  tax  act  will  cost  the 
U.S.  Treasury  more  than  $245  billion  in  the 
next  fiscal  year  alone.  Even  taking  into  con- 
sideration the  adjustments  insisted  upon  by 
Congress  in  the  1982  and  1984  acts,  the  net 
revenue  reductions  will  still  be  more  than 
$150  billion. 

I  also  strongly  oppose  the  repeal  of  the  pro- 
gressive tax  rate  structure.  It  is  wrong  that  tax- 
payers earning  $30,000  pay  taxes  at  the  same 
percentage  rate  as  those  earning  $300,000. 
Some  of  our  colleagues  have  argued  that 
under  current  law  upper-income  taxpayers  pay 
little  tax,  despite  the  statutory  higher  tax  rates, 
because  of  tax  loopholes.  In  my  view,  the 
loopholes  should  be  closed,  but  the  corre- 
sponding revenues  should  be  applied  to  deficit 
reduction,  rather  than  to  reducing  the  tax 
rates  for  upper-income  taxpayers. 

Moreover,  much  of  the  rhetoric  surrounding 
the  tax  bill  discussion  Is  seriously  overblown. 
The  bill  is  not  simpler.  In  particular,  since  most 
taxpayers  read  their  taxes  straight  from  the 
published  tax  tables,  reducing  the  number  of 
tax  rates  does  nothing  for  increasing  simplici- 
ty. Further,  sorr>e  of  the  simplicity  is  achieved 
simply  by  eliminating  deductions  presently  en- 
joyed by  many  middle-income  taxpayers,  for 
example,  deductions  for  consumer  interest 
(for  some  IRA's,  and  for  State  sales  taxes). 

The  fairness  element  of  the  bill  is  similarty 
double-edged.  The  bill  does  make  it  far  more 
difficult  for  some  upper-income  taxpayers, 
both  individuals  and  corporations,  to  evade 
paying  their  share  of  taxes.  At  the  same  time, 
the  bill  provides  substantial  tax  reductions  for 
many  upper-income  taxpayers,  while  providing 
lesser  benefits  for  most  middle-income  fami- 
lies and,  in  some  cases,  added  burdens  for 
such  families.  In  this  bill,  as  In  many  other  tax 
bills,  too  much  of  the  tax  burden  is  placed  on 
our  middle-ir>come  families.  In  addition,  the 
macroeconomic  consequences  of  much  of  the 
bill  are  highly  uncertain. 

In  my  view,  the  tax-writing  committees 
shouM,  and  could,  have  drafted  a  much  better 
bill.  Unfortunately,  their  appreciation  of  the 
present  political  realities,  in  particular  the 
threats  of  the  President,  restricted  their  view 
of  what  was  possible.   Moreover,  since  no 


amendments  were  permitted  at  any  stage  of 
the  process.  Members  of  Congress  like  myself 
who  do  not  serve  on  the  tax-writing  commit- 
tees were  virtually  excluded  from  the  process. 
Despite  all  of  the  above,  the  bill  does  pro- 
vide significant  benefits  to  the  large  majority 
of  low-  and  moderate-income  families.  The  bill 
reduces  taxes  for  most  of  the  large  majority- 
over  65  percent— of  taxpayers  who  do  not 
itemize  their  deductions.  In  addition,  the  bill 
removes  more  than  6  million  low-income  tax- 
payers from  the  tax  rolls  and  provides  sub- 
stantial tax  k)enefits  to  other  low  income  fami- 
lies, particularly  those  with  children.  Despite 
my  serious  concerns  with  many  provisions  of 
the  bill,  the  fact  that  the  bill  provides  substan- 
tial benefits  to  the  large  majority  of  Ameri- 
cans, persuades  me  that,  on  balance,  the  bill 
should  be  supported. 

Mr.  BRUCE.  Madam  Speaker,  I  rise  in  oppo- 
sition to  the  tax  reform  legislation  before  the 
Congress.  I  do  so  with  regret,  because  I  was 
optimistic  for  a  long  time  that  we  would  come 
up  with  a  tax  bill  I  could  support. 

Unfortunately,  this  bill  hits  hardest  on  the  in- 
dustrial and  agricultural  Midwest,  which  is  al- 
ready in  economic  difficulty.  The  bill  shifts 
$120  billion  of  taxes  onto  business.  Its  imme- 
diate effect  is  an  $11  billion  Federal  tax  in- 
crease next  year.  And  for  Illinois  taxpayers— a 
$120  million  State  income  tax  increase.  Many 
small  businesses  will  see  tax  Increases  of  as 
much  as  40  percent.  For  heavy  manufactur- 
ing, coal  producers,  oil  and  gas  producers, 
and  farmers— a  large  proportion  of  the  people 
I  represent— this  bill  inflicts  costs  that  may  in 
some  cases  be  the  final  blow. 

As  an  example,  a  farmer  in  Edgar  County, 
IL,  bought  a  $38,000  tractor  in  February  of 
this  year,  expecting  to  get  an  investment  tax 
credit  to  offset  the  cost  of  that  purchase.  How 
do  I  tell  that  man  that  he's  out  of  luck  be- 
cause the  Congress  of  the  United  States  ret- 
roactively changed  the  rules  he  was  operating 
under? 

It  may  be  that  by  1988,  when  the  individual 
tax  cuts  are  fully  In  place,  taxpayers  will  see  a 
small  reduction— 6  percent  on  average— in 
their  rates.  But  tax  rates  aren't  important  if 
you  don't  have  a  job,  if  you  don't  have  an 
income  to  pay  taxes  on. 

I  am  very  concerned  that  this  bill  would 
dangerously  weaken  American  competitive- 
ness. Repealing  the  investment  tax  credit, 
tightening  depreciation  allowances,  and  elimi- 
nating capital  gains  treatment  all  point  In  the 
same  direction:  less  investment  and  lower 
economic  growth.  We're  already  seeing  many 
U.S.  businesses  moving  their  operations  off- 
shore. This  bill  will  accelerate  their  flight.  For 
the  jobs  of  the  people  I  represent,  and  for  the 
economy,  I  will  vote  against  this  bill. 

Mr.  STARK.  Madam  Speaker,  I  am  proud  to 
vote  today  for  the  conference  report  of  H.R. 
3838,  the  Tax  Reform  Act. 

Congress  has  reviewed  and  revised  our 
entire  Federal  income  tax  system.  We  grap- 
pled with  some  very  basic  questions  such  as 
whether  our  Federal  Government  should 
freely  subsidize  projects  desired  by  local  gov- 
ernments, whether  the  Tax  Code  should  con- 
tinue to  favor  certain  types  of  economic  en- 
deavors, whether  the  Tax  Code  is  the  appro- 
priate tool  to  achieve  social  goals  of  our  soci- 


ety, such  as  broadening  health  insurance  to 
workers. 

I  am  pleased  with  the  final  result  of  over  22 
months  of  discussion  and  delit>eration.  The 
tax  system  will  be,  in  fact,  more  progessive 
than  the  current  Tax  Code.  We  have  removed 
6  million  poor  people  from  the  tax  rolls  and 
made  sure  the  wealthy  will  pay  a  substantial 
portion  of  their  income  in  Federal  taxes.  That 
is  the  essence  of  a  progressive  system. 

This  legislation  dramatically  reduces  tax 
rates,  shifts  a  significant  portion  of  the  tax 
burden  from  individuals  back  to  businesses, 
and  takes  the  juice  out  of  tax  shelters.  This 
legislation  assures  that  profitable  corporations 
will  once  again  pay  taxes. 

McDonnell  Douglas  will  finally  begin  to  sup- 
port our  Government  with  tax  dollars  as  well 
as  supplying  our  Government  with  weapons. 

Property  and  casualty  companies  will  no 
longer  t>e  the  tax  shelter  dariings  of  corporate 
America. 

Nonprofit  organizations  in  direct  competition 
with  commercial  organizations,  such  as  Blue 
Cross  and  Blue  Shield,  have  been  put  on 
notice  that  a  tax-exempt  status  will  no  longer 
be  retained  without  question. 

Syndicated  partnerships,  the  vehicle  used  to 
market  tax  avoidance,  have  been  slowed  to  a 
halt. 

Pride  of  authorship  does  not  blind  me  to  the 
imperfections  and  omissions  in  this  confer- 
ence report.  Tax  laws  should  not  be  struc- 
tured to  assist  certain  companies  when  the 
problems  addressed  occur  on  an  industry- 
wide basis.  One  particular  area  that  I  feel 
needs  immediate  correction  is  the  insurance 
industry  market  discount  bond  provision.  I  will 
introduce  legislation  to  correct  inequities  in  the 
market  discount  bond  provisions  to  assure 
that  relief  is  provided  in  a  more  equitable 
manner. 

I  am  troubled  that  a  perception  of  unfair- 
ness has  been  raised  in  the  alternative  mini- 
mum tax  area.  The  minimum  tax  must  be 
structured  in  an  unbiased  way.  One  segment 
of  an  industry  should  not  be  favored  over  an- 
other segment  of  the  same  industry.  I  plan  to 
scrutinize  the  minimum  tax  provisions  and  to 
introduce  whatever  legislation  may  be  needed 
to  correct  inequities  in  this  area. 

There  are  other  areas  where  I  would  have 
preferred  a  different  result,  including  the  way 
in  which  a  family  farmer  is  defined,  the  effec- 
tive date  of  the  pension  changes  for  Federal 
workers,  the  partial  repeal  of  the  completed 
contract  method  of  accounting  [CCM]  instead 
of  total  repeal  of  CCM,  the  exemption  of 
stretch  limousines  from  the  gas  guzzler  tax, 
and  the  working  interest  exception  in  the  pas- 
sive loss  area. 

These  issues  can  and  should  be  addressed 
in  future  legislation. 

But  these  issues  also  pale  In  the  light  of  the 
enormous,  sweeping  reforms  of  the  bill.  It  is  a 
great  piece  of  legislation,  one  we  can  all  t>e 
proud  to  defend  in  the  years  to  come. 

Mr.  BORSKI.  Madam  Speaker,  I  rise  in 
strong  support  of  the  Tax  Reform  Act— a  land- 
mark bill  that  will  ensure  that  everyone  pays 
their  fair  share  o<  taxes. 

After  more  than  2  years  of  debate  and  ne- 
gotiation. Congress  has  put  together  legisla- 
tion that  provides  the  most  far-reaching  reform 
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of  the  Nation's  Tax  Code  since  tha  adoption 
of  the  Federal  income  tax  in  1913. 

Fairness  has  always  been  the  driving  force 
behind  tax  reform.  Working  people  are  willing 
to  contribute  their  share,  but  they  are  justifi- 
ably angered  by  the  fact  that  too  many  profita- 
ble corporations  and  wealthy  individuals  do 
not  pay  their  fair  share  of  taxes— or  do  not 
pay  any  taxes  at  all. 

This  bill  will  ensure  that  everyone— not  just 
the  working  people  of  this  country— will  con- 
tribute to  the  Federal  Treasury.  At  long  last, 
middle-income  working  Americans  will  have 
the  satisfaction  of  knowing  that  they're  not  the 
only  ones  paying  their  taxes  on  April  15.  A 
tough  new  minimum  tax  bill  will  close  the 
loopholes  and  curb  the  tax  shelters  that  giant 
corporations  and  wealthy  individuals  have 
used  for  decades  to  escape  their  responsibil- 
ities and  avoid  paying  taxes.  Their  legalized 
tax  holiday  is  over. 

The  bill  also  reverses  the  dramatic  shift  in 
the  tax  burden  which  has  occurred  during  the 
Reagan  administration.  Instead  of  placing  the 
burden  of  the  Tax  Code  on  the  backs  of  work- 
ing people,  more  than  SI 20  billion  in  taxes  will 
be  shifted  from  Individual  taxpayers  to  corpo- 
rations over  the  next  5  years. 

Finally,  under  this  legislation  four  out  of  five 
individuals,  married  couples,  and  families  will 
receive  a  reduction  in  their  taxes,  despite  the 
elimination  of  many  of  the  current  deductions, 
exclusions,  and  credits. 

Much  has  been  said  about  the  Tax  Reform 
Act,  not  all  of  it  positive.  However,  in  consider- 
ing this  historic  legislation,  we  must  ask  this 
question:  Is  it  better  than  present  law?  I  be- 
lieve the  answer  is  a  resounding  '"/es."  This 
is  not  a  perfect  bill— no  compromise  ever  is. 
But,  it  does  provide  a  vast  improvement  over 
the  current  Tax  Code  which  has  elevated  tax 
dodging  by  the  privileged  to  an  art  form. 

The  Tax  Reform  Act  is  a  giant  step  toward 
a  fairer,  more  equitable  tax  system.  It  repre- 
sents genuine  improvement  for  all  Americans 
and  its  time  is  long  overdue. 

Mr.  OILMAN.  Madam  Speaker,  I  rise  to 
speak  on  behalf  of  those  of  my  constituents 
who  are  Blue  Cross  and  Blue  Shield  subscrib- 
ers. As  my  colleagues  may  know,  the  tax 
reform  bill  under  consideration  before  this 
body  revokes  the  tax  exemption  for  these 
plans. 

For  over  50  years.  Blue  Cross  and  Blue 
Shield  have  been  tax  exempt.  They  have  dis- 
charged this  responsibility  in  many  ways— all 
designed  to  benefit  the  communities  they 
serve  by  making  health  care  protection  avail- 
able to  the  broadest  segment  of  the  popula- 
tion, including  many  individuals  and  small 
groups  who  had  no  other  place  to  turn  for  af- 
fordable coverage. 

I  am  puzzled  by  the  wisdom  of  the  confer- 
ees on  this  bill  in  taking  an  action  that  will  for- 
ever change  the  character  of  these  plans,  and 
certainly  affect  the  most  vulnerable  that  they 
serve.  I  submit  that  we  in  Congress  also  will 
face  the  adverse  effects  of  this  change  when 
the  availability  of  affordable  health  care  pro- 
tection is  diminished,  and  the  people  once 
again  turn  to  their  Government  for  help  with 
one  of  life's  most  basic  needs.  I  sincerely 
hope  that  we  can  respond  to  their  call,  but  I'm 
afraid  that  logic  tells  me  the  Government  will 
be  unable  to  take  over  that  responsibility. 


Now  we  learn  that  Blue  Cross  and  Blue 
Shield  plans  have  been  dealt  a  double  blow  in 
the  tax  reform  bill.  During  the  conference, 
when  it  became  clear  that  the  pressure  for 
revenues  was  overwhelming;  these  plans  re- 
luctantly accepted  a  compromise.  This  com- 
promise was  crafted  to  protect  Blue  Cross 
and  Blue  Shield  subscribers  as  much  as  pos- 
sible. Among  other  technical  considerations, 
the  plans  agreed  that  they  would  be  taxed 
under  the  alternative  minimum  tax  as  a  book 
Income  preference.  This  would  have  resulted 
in  an  effective  tax  rate  of  1 0  percent.  Unfortu- 
nately, this  agreement  was  not  reflected  in  the 
drafting  of  the  provision.  Instead,  the  final  ver- 
sion of  the  bill  doubles  the  tax  rate  for  most 
Blue  Cross  and  Blue  Shield  plans. 

This  last  minute  change  warrants  careful  re- 
consideration. The  issue  of  the  applicable  tax 
rate  for  Blue  Cross  and  Blue  Shield  plans 
must  certainly  be  revisited  in  the  future.  If  the 
tax  rate  for  most  of  these  plans  is  doubled,  as 
the  final  version  of  the  tax  reform  bill  provides, 
there  will  be  dire  consequences  for  the  avail- 
ability of  affordable  health  care  protection  for 
years  to  come.  Accordingly,  I  rise  to  take  a 
strong  exception  to  this  ill  conceived  policy 
adopted  by  the  Ways  and  Means  Committee. 

Mr.  MOORE.  Madam  Speaker,  I  am  voting 
for  this  historic  bill  on  the  belief  that  it  is  good 
for  the  Nation  but  I  am  well  aware  it  has  prob- 
lems. 

The  good  does  out  weigh  the  bad.  Low  indi- 
vidual tax  rates  remove  6  million  working  poor 
from  the  tax  rolls.  Nearly  1  million  of  these  are 
elderly  taxpayer  who  will  no  longer  have  to 
pay.  Four  out  of  five  taxpayers  will  pay  no 
more  than  the  1 5  percent  tax  rate. 

Louisiana  taxpayers  have  repeatedly  told 
me  in  recent  months  of  their  fears  of  jobs  lost 
to  overseas  competition.  This  final  tax  bill  puts 
us  on  sound  footing  when  it  come  to  how  our 
corporate  tax  rates  line  up  against  nations 
which  we  trade  with  most  often.  We  will  keep 
a  competitive  edge  in  our  favor  in  comparative 
tax  policy.  Japan,  Germany,  Britain,  France, 
and  Canada  have  top  corporate  tax  rates 
ranging  from  a  low  of  35  percent  for  Britain  to 
56  percent  for  Germany.  Our  depreciation  al- 
lowances for  equipment  are  more  generous 
than  those  for  all  but  one  of  our  five  major 
trading  competitors. 

The  final  tax  bill  is  solidly  pro-family.  It  in- 
creases the  personal  and  dependent  exemp- 
tion to  $2,000  and  makes  it  available  to  fami- 
lies that  itemize  their  deductions.  The  House 
bill  did  not.  I  offered  the  amendment  in  the 
House  Ways  and  Means  Committee  to  make 
the  full  S2,000  dependent  exemption  available 
to  all  families.  Its  inclusion  in  the  final  tax  bill 
is  a  centerpiece  of  true  reform.  If  the  $600  de- 
pendent exemption  in  place  40  years  ago 
would  be  updated  to  account  for  inflation,  it 
would  be  at  least  $3,500.  So  what  we  are 
doing  now  makes  a  long-overdue  correction  in 
how  the  family  is  taxed. 

These  are  some  of  the  best  components  of 
the  final  tax  bill.  These  are  most  of  the  rea- 
sons why  I  voted  for  its  passage. 

There  are  also  sound  reasons  to  vote  for 
the  motion  to  recommit  the  bill  because  it  is 
still  imperfect.  It  still  has  many  problems  and 
we  should  try  again  to  correct  them. 

I  voted  for  the  motion  to  recommit  the  con- 
ference report  not  as  a  tactic  to  scuttle  tax 


reform,  but  to  send  it  back  for  a  few  more  im- 
provement. Those  improvements  could  t)e 
aimed  at  reducing  the  degree  of  retroactivity 
in  the  tax  bill,  recognizing  the  severe  and 
undue  impact  generic  repeal  of  capital  gains 
use  has  on  certain  economic  sectors  such  as 
timljer,  improving  the  equity  objective  of  tax 
reform  by  making  deductible  IRA  eligibility  uni- 
versal once  again  and  property  understanding 
true  oil  and  gas  cost  components  by  preserv- 
ing current  law. 

I  will  work  next  year  to  con-ect  those  inequi- 
ties. 

Mr.  DORNAN  of  California.  Madam  Speak- 
er, I  rise  today  in  support  of  the  tax  reform  bill, 
with  some  reservations. 

In  my  view,  the  bottom  line  of  the  bill  is  this: 
It  is  not  designed  to  reward  or  punish  income 
classes  or  economic  sectors,  but  to  begin  dis- 
mantling a  complex  system  of  reward  and 
punishment.  Its  biggest  virtue  is  that  it  gets 
the  Government  out  of  the  business  of  sanc- 
tioning certain  economic  activities  while  dis- 
couraging others.  This  will  undoubtedly  lead  to 
a  more  efficient  economy  in  tfie  long  run. 

Sure,  there  will  be  some  losers,  but  every- 
one must  have  some  sense  by  now  that  the 
intended  direction  is  toward  tax  neutrality.  This 
is  clearly  the  right  way  to  go. 

The  bill  will  sharply  reduce  taxes  on  the 
lower-  and  middle-income  brackets,  with  about 
80  percent  of  individuals  being  in  the  15  per- 
cent tax  bracket  or  paying  no  taxes  at  all.  The 
bill  IS  pro-family.  Filing  a  1040  form  will  be  far 
simpler  for  the  average  taxpayer  and  the  bill's 
lower  marginal  tax  rates  will  improve  ecor>om- 
ic  incentives,  bolstering  our  economy. 

However,  there  are  several  portions  of  the 
tax  bill  that  I  believe  should  be  changed, 
among  them  are  the  retroactive  features,  the 
tax  rate  reduction  stagger,  and  the  increase  in 
taxes  on  business.  Because  tax  reform  Is  in 
my  view  a  one  shot  deal,  it  may  be  necessary 
to  recommit  the  bill  back  to  the  conference 
committee  to  work  out  some  of  the  kinks. 

One  of  the  tax  bill's  most  egregious  fea- 
tures is  the  treatment  of  capital  gains.  Don't 
get  me  wrong,  I  have  no  problem  with  capital 
gains  being  taxed  as  ordinary  income.  Howev- 
er, under  this  bill  capital  gains  earned  on  in- 
vestments held  over  1  year  will  be  taxed  at  a 
higher  real  tax  rate  than  ordinary  income. 

The  reason?  Ordinary  income  will  be  in- 
dexed to  inflation,  capital  gains  won't.  Consid- 
er the  following  example. 

Suppose  an  investor  buys  $1,000  worth  of 
ABC  stock  in  1987  and  sells  it  2  years  later 
for  $1,100,  a  10-percent  gain.  Further  sup- 
pose that  the  cumulative  inflation  rate  over 
that  2  year  period  was  10  percent.  In  this  ex- 
ample the  purchasing  power  of  our  investor's 
original  $1,000  has  not  changed.  However,  if 
capital  gains  are  not  indexed  for  inflation,  our 
investor  will  have  to  pay  a  28-percent  tax  on 
his  nominal  $100  gain.  In  other  words,  he  <m\\ 
be  losing  money  after  adjusting  for  inflation. 

Had  this  been  ordinary  income,  our  investor 
would  not  have  paid  any  tax  on  his  gain  due 
to  indexing,  and,  therefore,  his  purchasing 
power  would  have  remained  the>same. 

I  have  figured  out  that  in  order  for  an  inves- 
tor to  merely  break  even,  it  will  become  nec- 
essary to  do  about  39  percent — 0.28  divided 
by  0.72— better  than  the  cumulative  rate  of  in- 
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flation  just  to  break  even  after  adjusting  for  in- 
flation. Under  cun-ent  law.  that  figure  is  at 
worst  only  25  percent. 

By  not  indexing  capital  gains  to  inflation  in- 
vestors will  have  a  definite  incentive  to  invest 
in  income-producing  assets  over  those  offer- 
ing the  potential  for  capital  appreciation.  This 
will  put  pressure  on  smaller  growth  type  com- 
panies to  pay  stock  dividends  with  funds  that 
would  normally  be  reinvested  in  the  company. 

What  makes  the  tax  bill  so  attractive  is  that 
it  moves  toward  tax-neutrality.  Yet  when  it 
comes  to  investing,  the  conference  report  still 
favors  certain  forms  of  investment  over 
others.  This  must  be  changed.  I  am.  therefore, 
currently  working  on  a  bill  that  would  amend 
the  tax  bill  to  allow  for  the  indexation  of  cap- 
ital gains  to  inflation. 

But,  all  in  all,  the  tax  bill  represents  a  monu- 
mental improvement  over  the  current  system. 
It  will  be  good  for  the  economy  and  the  tax- 
payer. I  urge  my  colleagues  to  support  it. 

Mr.  STALLINGS.  Madam  Speaker.  I  rise 
urging  my  colleagues  to  send  this  bill  back  to 
the  conference  committee  to  make  necessary 
and  possible  improvements.  I  am  very  con- 
cerned about  the  sfrort-term  effect  this  bill 
could  have  on  agrrculture.  a  vitally  important 
sector  of  the  Idaho  economy.  I  understand 
tfiat  current  tax  preferences  have  encouraged 
nonfarmers  to  invest  in  agriculture,  substan- 
tially contributing  to  the  overproduction  that 
has  so  depressed  commodity  prices.  But  I 
wonder  whether  the  farmers  and  ranchers  in 
my  district  can  survive  until  that  day  when  the 
supposed  benefits  of  this  bill  are  realized.  It  is 
an  inappropriate  time  to  make  these  changes. 
and  I  would  hope  that  if  this  bill  is  recommit- 
ted to  confererx:e.  changes  can  be  made  to 
reflect  this  frustrating  but  real  fact  of  life  in 
rural  America. 

But  if  this  motion  should  fail.  I  would  hope 
that  ttie  House  would  go  ahead  and  pass  the 
bill  despite  my  strong  reservations.  Overall,  by 
almost  any  criteria,  it  is  an  improvement  over 
current  law.  The  news  is  not  all  bad— lower 
rates,  still  generous  depreciation  schedules, 
the  25  percent  deduction  for  health  insurance, 
the  postponement  of  tax  on  debt  forgiveness. 
the  increased  limit  on  immediate  deductibility 
of  some  farm  equipment,  and  the  retrainment 
of  expensing  for  fertilizer  expenses  should  all 
provkje  needed  tax  relief.  But  loss  of  the  in- 
vestment tax  credit,  elimination  of  capital 
gains,  changes  in  the  tax  treatment  of  prepro- 
ductive  expenses,  and  other  harmful  changes 
may  take  away  just  enough  income  to  break 
the  back  of  many  farmers  and  ranchers  now 
on  the  edge  of  profitability.  In  sum,  Mr.  Chair- 
man, many  Idaho  farmers  may  not  be  around 
to  celebrate  the  halcyon  days  when  only  farm- 
ers will  be  farmers. 

Nevertheless,  Madam  Speaker,  there  are 
other  factors  that  I  have  to  consider.  Since 
the  t>eginning,  I  have  supported  tax  reform, 
and  I  supported  ttie  original  House  version, 
primarily  because  the  President  asked  me  to 
and  because  I  ttiought  it  could  be  improved 
along  Vne  way. 

Just  yesterday,  I  received  anotfier  letter 
from  the  President  asking  for  my  support.  I 
must  admit  that  his  request  is  an  important 
reason  why  I  interxj  to  support  this  bill.  Of 
course,  there  are  other  reasons  as  well.  I  am 
pleased  by  tfie  kiwer  rates,  the  broader  base, 


and  the  increased  fairness.  In  addition,  I  am 
especially  pleased  that  wealthy  individuals  and 
large  corporations  will  no  longer  be  able  to 
escape  paying  taxes.  Also,  we  will  take  the 
working  poor  off  the  tax  rolls  and  reduce  the 
tax  burden  of  the  ordinary  taxpayer. 

So  after  full  consideration,  I  will  support  this 
bill.  But  I  do  so  with  certain  expectations. 
First,  I  expect  that  in  the  fight  to  reduce  the 
deficit.  Congress  will  work  to  cut  spending,  not 
raise  rates.  I  would  vehemently  oppose  future 
legislation  that  would  raise  the  historically  low 
rates  included  in  this  bill  and  which  I  find  so 
compelling.  Second.  I  expect  the  administra- 
tion and  this  Congress  to  be  particularly  sensi- 
tive to  the  economic  situation  in  rural  America 
as  it  is  effected  by  tax  reform  and  other  farm 
legislation.  Farm  State  representatives  take 
some  risk  In  supporting  this  legislation.  Its 
effect  on  our  already  depressed  economies  is 
uncertain.  But  for  the  most  part,  we  will  sup- 
port this  bill  because  it  is  supported  by  the 
President  and  by  the  leadership  in  Congress. 
Next  year,  we  will  ask  in  return  that  Con- 
gress turn  its  attention  to  an  equally  important 
and  deserving  subject:  the  plight  of  rural 
America.  In  that  event.  I  hope  to  see  the 
same  patience,  diligence,  and  quest  for  fair- 
ness that  has  characterized  the  debate  on  tax 
reform.  In  both  cases,  we  will  have  taken  a 
giant  step  to  benefit  millions  of  Americans. 

Mr.  LaFALCE.  Madam  Speaker.  I  rise  in 
support  of  H.R.  3838.  the  Tax  Reform  Act  of 
1986.  I  do  so,  however,  with  grave  resen/a- 
tions,  for  there  are  several  elements  in  this 
legislation  which  constitute  serious,  but  not 
fatal,  flaws.  Nonetheless,  the  benefits  of  this 
legislation,  especially  to  the  poor  and  low- 
income  workers,  outweigh  these  flaws,  and  for 
this  reason  I  support  the  legislation,  which 
may  represent  the  only  opportunity  in  our  life- 
time to  make  significant  and  far-reaching  re- 
forms to  the  Tax  Code. 

Madam  Speaker,  this  bill  deserves  our  sup- 
port for  several  reasons: 

First,  it  undoes  much  of  the  damage  done 
to  the  poor  over  the  last  6  years.  During  this 
time,  the  poor  have  found  their  benefits  and 
programs  cut.  taxes  increased,  and  purchas- 
ing power  lowered.  The  1981  tax  cut  failed  to 
help  the  poor,  and  our  current  budget  situation 
makes  it  highly  unlikely  that  relief  will  be  forth- 
coming on  the  expenditure  side  of  the  budget. 
It  is  for  these  reasons  that  I  welcome  the  de- 
cision to  increase  the  personal  exemption 
from  $1 .080  to  $2,000,  the  standard  deduction 
from  $2,480  to  $3,000  ($3,750  if  blind  or  el- 
derly; $4,500  if  blind  and  elderly),  and  the 
earned  income  credit  from  a  maximum  of 
$550  to  a  maximum  of  $800. 

These  changes  constitute  the  greatest 
achievements  of  the  tax  bill.  They  are  the 
engine  which  drives  this  legislation  and  com- 
pels us  to  act  favorably  on  it  regardless  of  the 
other  flaws  which  might  exist.  Enactment  of 
this  legislation  will  take  6  million  poor  off  the 
tax  rolls  completely  and  considerably  ease  the 
burden  for  many  other  low-income  taxpayers. 
But  it  will  not  be  just  the  poor  who  are  helped 
by  these  changes,  but  all  Americans. 

Second,  the  increase  in  the  earned  income 
credit  helps  mitigate  the  regressivity  of  the 
huge  Social  Security  payroll  tax.  The  regressi- 
vity of  the  payroll  tax  has  long  been  a  great 
corKem  of  mine,  and  I  am  pleased  that  the 


tax  bill  addresses  this  problem,  albeit  indirect- 
ly. 

Third,  the  increase  in  the  personal  exemp- 
tion will  especially  benefit  families  with  chil- 
dren, and  for  this  reason  the  bill  is  extremely 
profamily. 

Fourth,  I  welcome  the  repudiation  of  many 
of  the  lavish  tax  benefits  given  to  corporate 
America  in  the  1981  tax  bill.  These  tax  shel- 
ters are  wasteful  and  inefficient  and  deserve 
to  be  repealed.  America  cannot  afford  corpo- 
rate welfare. 

Fifth,  the  elimination  of  these  wasteful  tax 
shelters  effectively  eliminates  America's  ad 
hoc,  wasteful,  inefficient,  uncoordinated  and 
unaccountable  industrial  policy,  which  has 
been  implemented  via  the  Tax  Code. 

Sixth,  the  elimination  of  these  tax  shelters 
and  the  lowering  of  the  corporate  tax  rate  will 
mean  that  henceforth  business  will  be  making 
its  decisions  based  not  on  tax  considerations 
but  on  economic  merits.  Tax  shelters  have 
had  a  particularly  insidious  effect,  distorting 
economic  decisions  and  hampering  our  efforts 
to  remain  internationally  competitive.  Their 
elimination  offers  real  promise  of  producing 
genuine  economic  growth  in  the  years  to 
come.  And  it  is  for  this  reason  that  so  many  of 
the  Nation's  great  corporations,  including 
General  Motors,  IBM,  and  Quaker  Oats  favor 
the  tax  bill,  notwithstanding  its  elimination  of 
corporate  tax  shelters. 

Seventh,  the  reduced  individual  and  corpo- 
rate tax  rates  should  be  highly  beneficial  to 
small  businesses,  which  account  for  the  over- 
whelming bulk  of  new  employment  in  the 
United  States.  Small  businessmen  will  be 
paying  lower  rates,  and  will  no  longer  have  to 
be  as  greatly  concerned  about  the  competitive 
advantage  tax  expenditures,  which  they  could 
not  avail  themselves  of,  conferred  on  larger 
rivals.  We  will  have  a  more  level  playing  field 
in  the  corporate  arena,  and  this  is  why  small 
business  groups  have  enthusiastically  support- 
ed the  tax  reform  bill. 

Eighth,  the  legislation  establishes  a  tough, 
effective  minimum  tax.  No  longer  will  we  be 
reading  about  disgaceful  situations  in  which 
profitable  corportions  and  individual  million- 
aires escape  year  in  and  year  out  paying  any 
Federal  income  taxes.  The  credibility  and  in- 
tegrity of  our  tax  system  cannot  withstand 
such  examples,  and  thankfully  this  legislation 
does  something  to  end  them. 

Ninth,  simplification  is  a  virtue,  and  with  the 
new  tax  bill,  millions  of  Americans  will  be  able 
to  use  the  short,  instead  of  the  long  form,  and 
avoid  many  of  the  headaches  which  make  us 
all  dread  the  onset  of  April  1 5. 

There  are,  of  course,  other  positive  aspects 
of  the  tax  bill,  but  I  would  be  remiss  if  I  did  not 
indicate  my  grave  reservations  about  certain 
provisions,  which  I  would  hope  could  be  cured 
sometime  in  the  future. 

The  first,  and  perhaps  greatest  flaw  of  the 
tax  bill  is  its  ostensible  revenue  neutrality. 
Since  1981  the  size  of  the  national  debt  has 
doubled,  to  over  $2  trillion.  Domestic  spending 
has  been  cut  tremendously,  yet,  largely  be- 
cause of  the  1981  tax  cuts  for  the  affluent, 
revenues  were  reduced  greatly  and  deficits 
grew  correspondingly.  In  fact,  next  year  sever- 
al economists  predict  that  the  Federal  budget 
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deficit  could  exceed  $230  billion,  a  new 
record. 

Our  present  fiscal  straits  make  it  imperative 
that  we  complement  spending  cuts  with  in- 
creased revenues.  For  years,  we  have  waited 
to  "grow"  out  of  the  deficit,  but  it  is  apparent 
that  the  economy  Is  heading  in  precisely  the 
opposite  direction.  We  can't  bury  our  heads  in 
the  sand  forever  and  ignore  the  need  for  in- 
creased revenues.  The  tax  reform  bill  present- 
ed us  with  a  golden  opportunity  to  raise 
money  by  eliminating  or  reducing  tax  expendi- 
tures without  Increasing  individual  taxes.  But 
we  have  forfeited  this  opportunity. 

Once  the  many  corporate  tax  loopholes  are 
closed  we  may  find  it  impossible  to  raise  addi- 
tional revenues.  The  elimination  of  these  loop- 
holes, coupled  with  the  dramatic  reduction  in 
rates,  denied  us  the  chance  to  have  simulta- 
neously raised  revenue  and  cut  personal 
income  taxes,  although  more  modestly  than 
under  the  present  reform  measure.  Now,  how- 
ever, the  combination  of  loophole  closing  and 
excessive  rate  reduction  will  make  It  extremely 
difficult  to  raise  the  additional  revenue  that  is 
needed  to  restore  fiscal  responsibility  to  the 
Federal  Government. 

Madam  Speaker,  when  we  finally  wake  up 
and  admit  that  we  need  additional  revenues, 
we  may  also  find  that  these  reduced  rates 
have  become  politically  sacrosanct.  Conse- 
quently, some  President  and  some  future  Con- 
gress may  decide  to  go  to  a  consumption  tax 
to  raise  revenue.  A  consumption  tax  can  be 
highly  regressive,  as  well  as  inflationary.  It  is 
not,  in  my  judgment,  a  good  substitute  for  the 
progressive  income  tax. 

Second,  although  it  Is  bad  enough  that  the 
tax  bill  is  revenue  neutral,  given  our  current 
fiscal  situation,  it  may  well  be  a  revenue  loser. 
While  a  one-time  gain  is  expected  this  year, 
the  consensus  is  that  the  2  years  following, 
the  tax  bill  will  generate  substantially  less  rev- 
enue than  under  the  current  system.  All  this 
while  we  struggle  to  meet  the  Gramm- 
Rudman  deficit  targets.  Frankly,  this  does  not 
make  much  sense  at  all. 

Third,  the  reduction  in  the  number  of  brack- 
ets from  14  to  2,  coupled  with  the  great  de- 
crease in  the  marginal  rates,  appears  to  de- 
crease the  Tax  Code's  progressivity.  I  would 
have  favored  only  slight  modifications  in  the 
rates,  maintaining  at  least  the  appearance  of 
progressivity.  We  should  carefully  follow  the 
effect  of  the  legislation  on  the  effective  tax 
rate  to  determine  whether  the  bill  does  main- 
tain progressive  effective  tax  rates,  as  it  spon- 
sors claim. 

Fourth,  the  first  time  the  average  American 
taxpayer  will  confront  the  effects  of  the  tax 
reform  legislation  will  be  in  April  1 988.  Howev- 
er, the  much-touted  two  rates  will  not  have 
gone  into  effect  by  that  time.  Rather,  there  will 
be  five  brackets  for  1987,  and  as  a  result 
many  and  perhaps  most  Americans  will  face  a 
tax  Increase.  This  could  produce  a  serious 
backlash,  which  should  concern  us  all. 

Fifth,  even  when  the  bill  goes  fully  into 
effect,  not  all  individuals  will  receive  tax  cuts, 
as  they  have  come  to  expect.  To  be  sure,  80 
percent  of  Americans  will,  but  20  percent  will 
pay  more.  And  the  20  percent  that  will  pay 
more  will  not  necessarily  be  from  the  upper 
brackets;  nor  will  the  80  percent  that  pay  less 
be  only  at  the  lower  levels.  Rather,  those  that 


pay  more  and  those  that  pay  less  will  be 
spread  over  all  brackets. 

Sixth,  I  strongly  dislike  the  retroactive  fea- 
tures of  the  legislation.  For  example,  the  bill 
repeals  the  Investment  tax  credit  and  income 
averaging,  effective  January  1,  1986.  While  it 
may  have  been  appropriate  to  eliminate  these 
programs,  retroactive  elimination  of  existing 
benefits  can  cause  great  hardship  and  uncer- 
tainty, and  should  be  avoided  if  at  all  possible. 

Seventh,  the  legislation  makes  it  more  diffi- 
cult to  deduct  ordinary  and  necessary  busi- 
ness expenses  by  allowing  only  those  deduc- 
tions that  exceed  2  percent  of  adjusted  gross 
income.  No  logic  can  justify  such  a  distinction, 
which  unfairly  penalizes  many  businessmen, 
especially  those  who  are  less  affluent  and 
without  generous  expense  accounts.  It  would 
have  been  far  preferable  to  have  permitted  all 
legitimate  deductions,  even  if  it  meant  higher 
rates. 

Eighth,  the  legislation  unfairiy  penalizes 
public  employees.  For  example,  under  current 
law  a  retired  Federal  employee  does  not  have 
to  pay  any  taxes  on  his  pension  until  such 
time  as  he  has  received  benefits  equal  to  that 
of  his  contribution,  which,  of  course,  has  al- 
ready been  taxed.  The  bill  repeals  this  provi- 
sion, which  disrupts  the  legitimate  expecta- 
tions of  our  public  employees,  but.  In  effect, 
subjects  them  to  double  taxation. 

Ninth,  the  tax  bill  has  so  many  transition 
rules  designed  to  ease  the  burdens  created 
by  the  new  legislation  that  the  revenue  loss 
could  run  well  into  the  billions,  further  exacer- 
bating the  deficit.  Moreover,  the  transition 
rules  do  not  treat  all  taxpayers  evenhandedly, 
but  are  full  of  special  deals  and  compromises, 
which  only  an  expert  observer  could  even 
hope  to  detect. 

Tenth,  although  the  bill  preserves  the  de- 
ductibility of  State  and  local  income  and  prop- 
erty taxes,  it  repeals  the  deductibility  for  State 
and  local  sales  taxes.  Our  system  of  federal- 
ism demands  that  the  deductibility  of  the  sales 
tax,  like  the  income  and  property  tax,  should 
have  been  preserved. 

Eleventh,  the  bill  threatens  our  Nation's 
public  power  system.  Under  current  law. 
public  power  systems  may  sell  up  to  25  per- 
cent of  their  power  to  private  customers,  and 
still  preserve  their  tax-exempt  status.  Howev- 
er, under  the  bill  exemption  would  be  deeply 
cut,  which  could  jeopardize  public  power. 

Finally,  the  bill  could  adversely  Impact  edu- 
cation. Not  only  is  the  charitable  deduction 
adversely  affected,  but  educational  institutions 
will  have  reduced  access  to  tax-exempt  fi- 
nancing. In  addition,  students  and  their  par- 
ents will  feel  the  impact  of  those  provisions 
which  make  scholarships  partially  taxable,  and 
end  the  deductibility  of  interest  on  many  edu- 
cational loans. 

I  have  many,  many  other  reservations  re- 
garding the  tax  bill,  but  nonetheless,  I  believe 
that,  on  balance,  the  legislation  should  be  ap- 
proved. We  have  a  window  of  opportunity 
open  to  us  now  to  do  great  things  for  the 
poor,  to  eliminate  many  wasteful  tax  shelters, 
and  to  establish  a  tough  minimum  tax.  If  we 
do  not  seize  this  opportunity,  we  may  never 
have  another  realistic  chance.  Conversely,  I 
am  confident  that  we  will  have  the  opportunity 
in  the  future  to  rectify  the  flaws  in  this  legisla- 


tion. For  these  reasons,  I  support  the  tax 
reform  bill  and  urge  its  adoption. 

Mr.  FORD  of  Michigan.  Madam  Speaker,  I 
rise  in  opposition  to  the  conference  report  of 
H.R.  3838,  the  Tax  Reform  Act  of  1986.  I  do 
so  only  after  serious  and  careful  deliberation 
on  the  ment  of  this  bill.  I  fully  recognize  that 
there  are  many  positive  features  of  this  tax  bill 
that  address  serious  problems  In  the  current 
Tax  Code.  In  fact,  I  would  support  many  of 
these  provisions  standing  alone,  but  I  do  not 
think  that  these  aspects  outweigh  the  nega- 
tive provisions  in  this  bill. 

The  pluses  in  this  bill  include  the  removal  of 
6  million  persons  in  poverty  from  the  tax  rolls 
and  the  imposition  of  a  tough  minimum  tax  on 
both  corporations  and  individuals.  H.R.  3838 
also  goes  a  long  way  toward  eliminating  the 
use  of  tax  shelters  by  the  wealthy. 

But  It  is  important  to  remember  that  we  do 
not  legislate  in  a  vacuum.  The  latest  estimates 
indicate  that  the  deficit  for  the  cun-ent  fiscal 
year  will  reach  a  new  record  of  S224  billion. 
Every  single  legislative  action  we  take  is 
driven  by  a  deficit.  But  H.R,  3838  does  not 
raise  a  dime  to  cut  the  deficit. 

I  am  well  aware  of  the  constraints  of  "reve- 
nue neutrality"  imposed  by  the  President  upon 
my  colleagues  on  Ways  and  Means.  But  I 
simply  cannot  justify  voting  for  a  tax  bill  of  this 
magnitude  that  does  not  address  the  most  im- 
portant issue  facing  the  Congress — deficit  re- 
duction. How  can  I  go  home  and  justify  a  vote 
to  cut  the  taxes  of  millionaires  while  our 
Nation  is  faced  with  a  staggering  deficit  of  this 
size?  The  conference  report  also  shifts  $120 
billion  of  the. existing  tax  burden  from  individ- 
uals to  corporations.  While  it  is  important  to 
reverse  the  trend  of  an  increasing  tax  burden 
on  the  individual  side  that  has  accelerated 
since  passage  of  the  1981  tax 'bill,  I  think  that 
this  money  would  be  t)etter  used  in  reducing 
the  deficit.  At  this  point  in  time,  deficit  reduc- 
tion is  more  important  than  rate  reduction. 

I  need  not  remind  my  colleagues  that  we 
live  under  the  ominous  cloud  of  Gramm- 
Rudman.  Yesterday  we  adopted  a  reconcilia- 
tion bill  that  Is  designed  to  come  within  $10 
billion  of  the  Gramm-Rudman  target  of  $144 
billion  for  the  next  fiscal  year,  thus  avoldir>g 
across-the-board  cuts.  Next  year.  H.R.  3838 
will  result  in  a  revenue  gain  of  $11  billion.  If 
adopted,  this  would  temporarily  reduce  the 
deficit  to  approximately  $143  billion  next  year. 
Over  the  following  2  years,  however,  the  tax 
bill  will  lose  over  $33  billion  in  revenues.  At 
the  same  time.  Gramm-Rudman  mandates  a 
maximum  deficit  of  $72  billion  for  fiscal  year 
1989— half  the  level  that  we  stmggled  to 
reach  this  year. 

I  am  feartui  that  enactment  of  this  tax  bill 
will  all  but  ensure  that  the  sequestration  proc- 
ess will  take  effect  in  both  fiscal  year  1988 
and  fiscal  year  1989.  The  results  will  tie  dev- 
astating to  programs  such  as  education,  job 
training,  health  care,  and  drug  enforcement.  I 
think  that  this  is  too  high  a  price  to  pay. 

Madam  Speaker.  I  also  have  serious  con- 
cerns about  the  Implications  of  the  conference 
report  on  the  international  competitiveness  of 
American  industry.  The  bill  will  deter  capital 
formation  by  making  savings  and  Investment 
less  attractive.  While  we  change  the  ground 
rules  for  investment  In  our  country,  our  major 
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trading  partners  will  benefit.  Capital  intensive 
irvjustries  such  as  the  automobile  and  steel  in- 
dustry will  be  particularly  hard  hit.  With  slug- 
gish economic  growth,  I  am  fearful  that  this 
bill  may  increase  unemployment  and  push  our 
economy  into  a  recession. 

Although  proponents  of  this  legislation  claim 
that  it  is  more  progressive  than  the  current  tax 
system,  they  seem  to  forget  that  the  progres- 
sive nature  of  our  Tax  Code  has  eroded  over 
the  past  several  years.  Under  the  conference 
report,  wealthy  individuals  who  are  not  heavy 
users  of  tax  breaks  will  receive  a  substantial 
tax  cut  While  the  conference  report  is  not 
identical  to  the  bill  originally  approved  by  the 
other  body,  that  bill  is  a  useful  reference  point. 
Under  that  bill,  taxpayers  with  incomes  over 
$200,000,  who  would  receive  a  tax  cut  under 
that  bill,  would  receive  a  cut  of  S52,535. 
Under  the  conference  report,  an  autoworker 
at  Ford  will  be  in  the  same  tax  bracket  as  the 
president  of  Ford.  This  is  simply  not  fair. 

I  recognize  that,  on  average,  H.R.  3838  will 
provide  minor  tax  cuts  to  most  individuals.  In 
many  cases,  however,  the  bill  will  result  in  a 
tax  increase  for  other  families  within  the  same 
income  class.  For  example,  nearly  5  percent 
of  the  taxpayers  with  incomes  between 
$20,000  and  530,000  will  receive  a  tax  in- 
crease under  this  bill.  Without  assurances  that 
"tax  reform"  does  not  increase  the  taxes  for 
these  groups,  I  cannot  support  such  a  move. 

In  addition,  by  preventing  the  use  of  reve- 
nues from  loophole  closing  for  deficit  reduc- 
tion, this  bill  effectively  forecloses  the  options 
of  makir>g  changes  in  the  income  tax  system 
to  cut  the  deficit.  As  a  result,  the  only  means 
of  providing  additional  revenues  to  the  Federal 
Government  is  through  regressive  excise 
taxes  and  user  fees. 

There  is  one  part  of  this  bill  that  I  find  espe- 
cially onerous.  This  is  the  portion  that  would 
require  Federal,  State  and  local  government 
employees  to  pay  tax  when  they  withdraw 
their  own  contributions  to  pension  funds. 

This  is  plainly  a  tax  on  money  that  already 
has  been  taxed.  What  could  be  more  unfair 
and  oppressive? 

This  bill  repeals  what  is  known  as  the  3- 
year  t>asis  recovery  rule  for  qualified  pension 
plans  requiring  employee  contributions.  Em- 
ployees pay  tax  on  this  money  before  it  goes 
into  the  fund.  So  what  we  are  doing  here  is 
asking  them  to  pay  tax  again  when  they  take 
the  money  out. 

If  we  can  do  this,  then  we  certainly  can 
pass  legislation  requiring  people  to  pay  tax  on 
funds  they  withdraw  from  their  savings  at  the 
comer  bank.  I  see  absolutely  no  difference 
and,  I  submit,  those  who  cling  to  the  fallacious 
notion  ttiat  there  is,  are  doing  a  great  disserv- 
ice to  the  men  ar>d  women  who  dedicated 
their  lives  to  government  service. 

Some  of  my  colleagues  have  gone  so  far  as 
to  characterize  the  basis  recovery  rule  as  a 
"special  advantage."  Nothing  could  be  farther 
from  the  truth.  What  could  be  special  about 
not  having  the  Federal  Government  tax 
money  it  has  already  taxed? 

There  is  another  point  on  which  many  of  my 
colleagues  are  confused.  They  seem  to  be- 
lieve ttiat  what  we  are  doing  here  today  ap- 
plies only  to  workers  in  ttie  public  sector.  Tfie 
fact  is  that  the  recovery  rule  applies  to  any  re- 
tiree, public  or  private,  wtw  has  made  after-tax 


contributions  to  his  or  her  own  pension.  The 
vast  majority  of  private-sector  employers  pay 
the  entire  cost  of  their  employees'  pension 
plan.  The  private  sector  is  more  generous 
than  the  public  sector.  But  where  retirees  in 
the  private  sector  have  made  contributions, 
they,  too,  will  feel  the  sting  of  this  unfair 
action. 

This  Is  more  than  double  taxation.  Addition- 
ally we  are  making  it  retroactive  to  July  1 .  This 
is  a  terrible  disservice  to  those  who  retired 
after  July  1  and  those  who  were  persuaded  to 
stay  after  that  date  because  their  services 
were  needed.  This  is  a  terrible  way  to  say 
"thanks'  to  people  who  put  their  country's 
needs  above  their  own. 

Madam  Speaker,  I  am  also  concerned 
atx}ut  the  impact  of  the  elimination  of  certain 
middle-income  tax  deductions.  For  example, 
H.R.  3838  eliminates  the  deductibility  of  State 
and  local  sales  taxes.  The  original  House- 
passed  bill,  which  I  supported,  retained  the 
deductibility  of  all  State  and  local  taxes.  In  ad- 
dition, the  conference  report  also  eliminates 
the  deductibility  of  consumer  interest.  Of 
course,  the  largest  single  Item  of  consumer  in- 
terest for  an  average  taxpayer  is  the  interest 
on  a  car  loan.  By  eliminating  the  deductibility 
of  this  interest  and  of  the  sales  tax  on  an 
automobile,  I  am  fearful  that  enactment  of  this 
bill  would  have  an  unintended,  deleterious 
impact  on  automobile  sales. 

I  am  particularly  concerned.  Madam  Speak- 
er, about  the  effect  of  H.R.  3838  on  our  Na- 
tion's colleges  and  universities  as  Institutions 
and  on  the  students  they  serve.  In  a  time  of 
reduced  direct  Federal  funding,  it  seems  ex- 
tremely shortsighted  to  make  it  more  difficult 
for  colleges  and  universities  to  raise  desper- 
ately needed  funds  from  the  private  sector 
and  to  tax  the  scholarship  and  fellowship  aid 
which  enables  students,  particularly  needy 
students,  to  improve  their  own  lives  and  to 
contribute  to  our  national  productivity  and 
competitiveness. 

In  1984-85  Americans  voluntarily  donated 
$6.32  billion  in  support  of  higher  education. 
Neariy  30  percent  of  this  amount  was  given  to 
public  colleges  and  universities.  A  generation 
of  economic  studies  shows  that  while  Ameri- 
cans are  a  generous  people,  the  size  of  the 
gift  which  they  can  afford  to  give  for  any  char- 
itable purpose  is  directly  related  to  the  Tax 
Code. 

Instead  of  encouraging  this  flow  of  private 
wealth  to  public  purposes.  H.R.  3838  creates 
a  situation  in  which  It  is  to  more  advantageous 
to  a  donor  to  keep  a  gift  or  pass  it  on  to  his 
heirs  than  to  donate  it  to  public  purposes.  The 
purposes  for  which  colleges  and  universities 
depend  on  private  philanthropy— funding 
scholarships,  building  and  remodeling  aca- 
demic and  research  facilities,  and  endowing 
distinguished  professorships— will  inevitably 
suffer.  For  many  of  our  Nation's  most  distin- 
guished private  research  universities,  this  ot>- 
stacle  to  private  furKJraising  is  made  more 
severe  by  a  limitation  on  the  use  of  tax- 
exempt  tjonds,  a  limitation  which  does  not 
apply  to  their  public  counterparts  which  serve 
identical  purposes.  Although  colleges  and  uni- 
versities will  no  doubt  increase  their  fundrals- 
ing  efforts,  the  Congress,  by  passing  this  bill, 
may  well  put  itself  In  the  position  of  having  to 
make  up  the  difference  in  order  to  prevent  a 


decline  in  the  quality  of  programs  and  instruc- 
tion. 

I  am  concerned  as  well.  Madam  Speaker, 
about  the  effect  of  this  bill  on  two  decades  of 
legislation  passed  by  this  body  designed  to 
put  a  college  education  within  the  reach  of 
every  American  with  the  ability  to  benefit  from 
it  and  the  ambition  to  go  after  it,  no  matter 
what  his  or  her  economic  background.  By 
taxing  the  amount  of  scholarship  and  fellow- 
ship aid  In  excess  of  tuition,  the  bill  could 
have  the  effect  of  increasing  taxes  for  needy 
students  who  finance  their  own  educations 
through  a  combination  of  Federal  aid,  institu- 
tional aid,  part-time  employment,  and  summer 
jobs,  thereby  creating  an  additional  obstacle 
to  completing  their  educations.  The  bill  would 
also  appear  to  tax  the  value  of  the  tuition 
which  universities  customarily  remit  for  gradu- 
ate student  teaching  and  research  assistants, 
forcing  in  many  cases  an  even  greater  reli- 
ance on  student  loans,  the  interest  on  which, 
under  the  provisions  of  the  bill,  is  treated  as 
consumption,  not  investment,  and  is  no  longer 
deductible. 

Madam  Speaker,  I  and  the  other  members 
of  the  Postsecondary  Education  Subcommit- 
tee which  I  chair  have  devoted  countless 
hours  this  session  working  on  a  renewal  of 
the  Higher  Education  Act  designed  to  improve 
the  health  of  our  colleges  and  universities  and 
the  access  of  students  to  them.  Whatever 
other  merits  this  bill  may  possess,  its  crafters 
seem  to  have  considered  the  principles  of  tax 
theory  as  superior  to  the  larger  goals  of  equal 
and  expanded  opportunity  for  education  and 
the  economic  well-being  and  survival  to  which 
a  strong  system  of  higher  education  is  essen- 
tial. 

Mr.  UDALL.  Madam  Speaker,  attached  to 
the  President's  proposal  to  revise  the  Federal 
tax  system  was  a  proposal  to  revise  the  local 
tax  systems  of  the  smaller  insular  areas. 

These  local  tax  systems  were  provided  for 
by  laws  within  the  jurisdiction  of  the  Commit- 
tee on  Interior  and  Insular  Affairs  which  estab- 
lished our  relationships  with  the  islands.  They 
were  not  established  by  Federal  revenue  laws 
and  do  not  directly  affect  the  Federal  tax 
system. 

Included  are  the  Guam  and  Virgin  Islands 
Organic  Acts,  and  the  resolutions  approving 
the  Northern  Mariana  Islands  Covenant  and 
the  Samoan  Islands  Cession.  What  Is  known 
as  the  mirror  tax  system  was  established 
under  these  laws. 

I  had  initially  planned  to  request  a  sequen- 
tial referral  of  the  provisions  which  would 
revise  the  mirror  system.  However,  to  facilitate 
the  desire  to  bring  the  bill  to  the  floor,  I  in- 
stead simply  offered  an  amendment  on  behalf 
of  the  bipartisan  leadership  of  the  Committee 
on  Interior  and  Insular  Affairs  that  reflected 
compromises  with  the  leadership  of  the  Com- 
mittee on  Ways  and  Means  because  the  pro- 
visions were  generally  not  objectionable. 

Under  the  mirror  system,  insular  tax  sys- 
tems are  identical  to — but  separate  from— the 
Internal  Revenue  Code.  Federal  Tax  Code 
changes  are  automatically  reflected  In  the 
local  tax  codes. 

A  number  of  problems  have  arisen  with  the 
mirror.  Unintended  loopholes  have  been  cre- 
ated. Lower  Federal  rates  have  resulted  in  in- 
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sular deficits.  Its  complexities  are  difficult  to 
administer. 

The  bill  was  an  attempt  to  rectify  these 
problems.  It  would  revise  the  Virgin  Islands 
mirror  system.  It  would  authorize  Guam  and 
the  Norttiem  Mariana  Islands  to  replace  the 
mirror  system  with  local  laws.  It  would  stand- 
ardize American  Sanfx>a's  existing  authority  to 
write  local  tax  laws. 

The  amendment  was  intended  to  accom- 
plish insular  tax  revisions,  protect  the  integrity 
of  Federal-insular  relationships,  and  ensure 
fiscal  responsibility.  It— and  the  understanding 
is  that  this  t>ill  as  It  has  been  developed — also 
preserves  the  exclusive  legislative  jursidiction 
of  the  Committee  on  Interior  and  Insular  Af- 
fairs over  all  aspects  of  the  insular  tax  sys- 
tems which  do  not  involve  Federal  revenue. 

The  amendment  made  a  technical  change 
to  the  bill  intended  to  ensure  that  all  Federal 
collections  which  are  required  to  be  rebated 
to  insular  areas  continue  to  be  rebated  and 
are  ret>ated  as  they  are  now.  This  means,  for 
example,  that  Guam  would  be  rebated  all  col- 
lections on  the  income  of  persons  receiving 
Federal  pensions  and  their  survivors  and  of 
Guam  residents  in  the  military  stationed 
abroad  in  addition  to  the  other  collections 
covered  over  to  its  treasury  pursuant  to  its  Or- 
ganic Act 

The  Senate  amendment  to  this  subtitle  gen- 
erally followed  the  House  bill  with  some  modi- 
fications, primarily  affecting  the  Virgin  Islands, 
tfiat  we  considered  to  be  improvements  and 
some  which  would  not  have  been.  In  particu- 
lar, we  were  concerned  about  a  proposed  ret- 
roactive repeal  of  the  provision  of  the  Revised 
Organic  Act  of  the  Virgin  Islands  which  estab- 
lishes that  the  tax  liability  of  temtorial  inhabit- 
ants is  to  tf)e  territory  to  the  extent  that  the 
amendment  would  have  affected  bona  fide  in- 
habitants. 

I  raised  this  and  other  issues  of  concern 
prior  to  the  conference.  At  the  request  of 
Cftairman  Rostenkowski  I  agreed,  however, 
not  to  press  for  representation  for  the  Com- 
mittee on  Interior  and  Insular  Affairs  on  the 
conference  committee  because  of  his  commit- 
ment to  cooperatively  collaborate  on  issues  of 
concem  in  the  conference. 

The  process  of  this  conference  did  not  fully 
facilitate  the  consultation  to  which  we  agreed. 
Our  work  togettier  did,  however,  adequately 
resolve  a  numt>er  of  the  issues  of  concem. 

For  example,  the  repeals  of  ttie  Virgin  Is- 
larxls  inhabitant  rule,  under  certain  circum- 
stances, by  which  certain  United  States  com- 
panies claiming  residence  in  tfie  Virgin  Islands 
have  avoided  tax  on  substantial  United  States 
source  income  provides  credit  against  any  ad- 
ditional United  States  tax.  This  is  for  any  tax 
paid  to  the  Virgin  Islands  before  January  1, 
1987  by  any  so-called  inhabitant  company, 
against  whom  the  Virgin  Islands  Government 
has  initiated  demand  prior  to  August  16,  1986. 

With  respect  to  companies  that  entered  into 
tax  settlements  with  the  Virgin  Islands  Gov- 
ernment in  which  tax  liability  on  disputed 
income  was  compromised  or  penalties  waived 
under  the  hazards  of  litigation  principle,  it  is 
the  expectation  that  ttie  Internal  Revenue 
Service  will  honor  any  reasonable  arms-length 
settlement  between  such  a  company  and  the 
Virgin  Island  Government. 


Otfier  concerns  were  not  addressed  or  are 
created  by  an  addition  to  the  bill  made  by  the 
conference  committee. 

Perhaps  most  significant  is  the  anticipated 
negative  revenue  impact  on  insular  govern- 
ments of  the  reduced  income  tax  rates  in  this 
legislation.  As  is  so  often  the  case  with  the 
impact  in  the  unique  situations  of  the  insular 
areas  of  legislation  which  may  make  sense  for 
the  Nation  as  a  whole,  the  lowered  rates  will 
be  far  from  revenue  neutral. 

In  fact,  they  can  be  expected  to  significantly 
exacerbate  serious  insular  budgeta'y  deficits. 
This  is  a  problem  that  Insular  governments  will 
have  to  grapple  with  soon  and  we  may  also 
have  to  address. 

The  recognition  of  this  problem  was  one  of 
the  reasons  that  the  administration  sought  to 
replace  the  mirror  system  with  broader  local 
taxing  authority  in  the  insular  areas.  As  the 
President's  initial  proposal  explained  "other- 
wise revenue  neutral  proposal  that  compen- 
sate for  lowering  tax  rates  by  broadening  the 
tax  base  may  well  not  be  revenue  neutral  in  a 
possession  where  very  little  tax  is  collected 
from  corporations  or  higher  income  individuals 
...  It  is  important  to  permit  each  [insular  area] 
to  develop  a  tax  system  that  is  suited  to  its 
own  revenue  needs  and  administrative  re- 
sources." 

This  goal  would  largely  be  accomplished  in 
the  case  of  the  Virgin  Islands  by  the  bill  as 
agreed  to  in  conference  thanks  in  large  part 
to  our  colleague  from  the  territory,  Ron  de 
Lugo,  assisted  by  the  counsel  of  the  Govem- 
ment  of  the  Virgin  Islands.  The  territory  has 
been  granted  new  revenue  tools  even  though 
its  basic  income  tax  system  will  still  mirror  the 
Federal  system. 

If  the  Virgin  Islands  fully  uses  these  new  op- 
portunities, it  may  compensate  for  the  re- 
duced rates  in  the  bill.  I  do  not  underestimate 
the  difficulties  of  the  task  of  doing  so, 
however. 

The  same  goal  may  not  be  as  effectively 
accomplished  as  the  bill  was  agreed  to  in  the 
case  of  the  Pacific  insular  areas  although  our 
colleagues  from  America  Samoa  and  Guam, 
FoFO  SuNiA  and  Ben  Blaz,  persuasively  and 
diligently  labored  on  behalf  of  their  territories. 
Conditions  put  on  the  new  revenue  tools  that 
their  territories  have  t>een  granted  through  de- 
linkage  from  the  mirror  tax  system  may 
hamper  implementation  of  the  new  system 
agreed  to  in  concept. 

The  conditions  would  transfer  local  revenue 
sources  to  Federal  taxing  authority.  Certain 
Pacific  insular  residents  would  owe  a  Federal 
tax  liability  on  income  generated  from  outside 
the  Pacific  insular  areas  where  they  currently 
are  only  taxable  by  the  territory. 

The  full  amount  of  any  such  collections 
should  be  covered  into  the  territory's  treasury, 
however,  since  they  will  be  derived  from  within 
the  territory.  Still,  the  dual  filing  requirements 
and  the  expanded  Federal  role  may  act  as  a 
disincentive  to  Pacific  Insular  areas  taking  full 
advantage  of  the  provisions  of  this  bill. 

A  particular  concem  in  this  regard  is  cre- 
ated by  a  provision  quietly  added  to  the  bill  in 
conference  which  woukJ  enable  the  United 
States  to  tax  U.S.  individuals  who  move  to  a 
Pacific  insular  area  for  10  years  after  they 
make  such  a  move.  By  its  construction,  this 
may  create  unnecessary  conflicts  with  the 


laws  establishing  the  Federal  relationships 
with  the  Pacific  insular  areas. 

The  only  ways  that  conflicts  with  these  laws 
and  current  local  tax  authority  may  be  pre- 
vented is  through  the  authorized  agreements 
between  local  governments  and  the  Secretary 
of  Mho  Treasury  on  the  relationships  between 
the  new  local  and  Federal  tax  systems  or  by 
such  agreements  not  being  reached.  These 
agreements  are  the  essential  precondition  we 
have  agreed  to  on  any  and  all  of  the  changes 
in  this  subtitle  concerning  the  Pacific  insular 
areas  taking  effect.  None  of  the  provisions  are 
effective  until  and  unless  the  territory  and  the 
Treasury  enter  into  the  required  agreements. 

Careful  exercises  of  the  regulatory  auttxyity 
that  the  Secretary  would  be  granted  could 
prevent  disatisfaction  with  ttie  conditk)ns  im- 
posed upon  delinkage.  For  example,  the  regu- 
lations could  provide  that  Federal  tax  does 
not  have  to  be  pakl  by  persons  moving  to  Pa- 
cific insular  areas  wfio  would  be  adequately 
taxed  on  income  which  originates  out  of  the 
islands  by  the  insular  governments.  Further, 
the  agreements  themselves  can  specify  con- 
sultation on  issues  such  as  determining  bona 
fide  residence  and  source  of  income. 

It  is  essential  that  the  autfiority  we  have 
vested  in  the  Pacific  insular  govemments  and 
the  t>asis  of  Federal-insular  relationships  t>e 
preserved  just  as  it  is  critical  that  the  integrity 
of  the  Federal  tax  system  be  protected.  There 
is  no  intent  to  permit  the  tax  systems  author- 
ized for  the  Insular  areas  to  be  used  by  the 
U.S.  persons  to  avoid  fair  taxation  by  either 
the  Federal  or  insular  tax  systems. 

Another  concern  that  has  not  tjeen  ad- 
dressed by  this  legislatkjn  are  certain  incon- 
sistencies in  the  authority  to  cover  over  Fed- 
eral collections  to  various  insular  areas.  It  is 
important  that  we  resolve  these  inconsisten- 
cies which  question  the  principle  of  no  tax- 
ation without  representation  and  our  insular 
relationships. 

A  major  inconsistency  is  that  the  authority 
to  use  collections  for  public  services  in  Ameri- 
can Samoa  is  more  limited  than  in  any  other 
insular  area.  Little  revenue  is  involved  and  I 
agree  with  Delegate  Sunia's  position  that  this 
authority  ought  to  be  conformed  to  the  author- 
ity regarding  the  other  islands. 

Another  inconsistency  is  that  despite  the 
original  intent  of  the  Virgin  Islands  Organic 
Act,  a  Senate  amendment  to  the  1984  tax  act 
prevents  all  collections  on  products  of  the  ter- 
ritory from  t)eing  rebated.  Chairman  Rosten- 
kowski and  I  have  agreed  that  this  is  a  prot>- 
lem  that  should  and  will  be  addressed  recog- 
nizing our  longstanding  fiscal  commitment  to 
the  Virgin  Islands.  I  am  intent  that  we  worK 
with  Delegate  OE  Lugo  to  conect  this  matter 
in  the  next  Congress. 

Similariy,  the  1984  tax  act  created  signifi- 
cant problems  by  not  fully  honoring  the  long- 
standing practice  of  retiating  all  excise  taxes 
collected  in  Puerto  Rkx).  As  Resident  Com- 
missioner FuSTER  has  pointed  out,  ttie  Puerto 
Rico  Federal  Relations  Act  expressly  contin- 
ued this  practice. 

Other  concerns  were  raised  by  provisions  of 
this  legislation  which  impact  the  insular  areas, 
including  individiuals  and  businesses,  but 
which  do  not  involve  the  kxal  tax  systems.  I 
will  only  address  two  such  situations  txjt  feel 
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compelled  to  reiterate  that  any  such  impacts 
that  are  unique  in  the  case  of  the  insular 
areas  raise  issues  in  which  the  committee  I 
chair  has  an  interest. 

One  situation  I  want  to  briefly  discuss  is  cre- 
ated t>y  trade  provisions  added  to  this  legisla- 
tion. These  provisions  would  limit  the  importa- 
tion of  ethanol  into  the  United  States. 

Provisions  were  made  to  adapt  the  imple- 
mentation of  the  restrictions  to  developing 
ethanol  irKJustries  in  the  Caritibean,  including 
the  Virgin  Islarxis.  They  only,  however,  provide 
a  means  for  one  of  the  two  plants  in  the 
Virgin  Isiands  to  continue  to  operate. 

Because  provisions  have  been  made  to  ac- 
commodate the  special  needs  of  less  devel- 
oped plants  and  plants  in  foreign  islands,  re- 
medial action  should  be  taken  to  enable  the 
contirHied  operation  of  this  second  Virgin  Is- 
larxte  plant  that  is  fair  and  consistent  with 
Federal  insular  policy. 

The  ottier  situation  I  want  to  mention  con- 
cerns changes  to  the  provisions  of  the  Feder- 
al Tax  Code  which  provide  a  credit  to  U.S. 
businesses  for  income  from  insular  subsidiar- 
ies. Section  936  of  ttie  Internal  Revenue  code 
is  essential  to  the  economic  well-being  of 
Puerto  Rico  and  a  significant  factor  In  Ameri- 
can Samoa 

I  am  pleased  with  the  response  that  we  re- 
ceived from  the  Committee  on  Ways  and 
Means  to  the  efforts  to  preserve  the  essential 
elements  of  ttiese  provisions  I  am  particularty 
pleased  that  they  would  accommodate  the 
Governor  of  Puerto  Rico's  Impressive  plans  to 
develop  twin-plants  and  the  economic  health 
of  both  ttie  island  and  its  neighbors. 

Because  of  the  oVnet  provisions  of  this  leg- 
islation which  affect  business,  the  Incentives 
for  investment  in  the  territories  and  common- 
wealths should  actually  be  strengthened.  This 
is,  of  course,  also  true  In  tl>e  case  of  the 
Virgin  Isiands,  because  section  936  would 
now  apply  to  that  territory. 

This  is  as  it  should  be  because  assistance 
to  develop  the  economies  of  the  Insular  areas 
through  U.S.  private  sector  investment  and 
other  public  sector  means  is  a  Federal  policy 
objective.  With  ttie  scrutiny  and  adjustments 
that  section  936  has  received  over  the  past 
several  years.  It  should  not  be  revisited  for 
some  time  unless  necessary  to  accomplish  its 
purposes  and  be  allowed  to  achieve  its  insular 
economic  development  goals. 

I  want  to  corKlude,  Madam  Speaker,  by  ex- 
pressing my  appreciatnn  to  the  chairman  of 
ttie  Committee  on  Ways  and  Means  for  the 
cooperation  ttiat  I  have  received  in  addressing 
matters  within  ttie  exclusive  legislative  junsdic- 
tion  of  ttie  Committee  on  Interior  and  Insular 
Affairs  ttiat  are  dealt  with  in  this  legislation.  Al- 
ttiough  ttiese  and  otfier  provisions  may  require 
some  fine  tuning  in  ttie  future  and  although 
some  concerns  tfiat  I  have  identified  have  not 
been  met,  this  bill  is  a  major  step  toward 
much  ttiat  is  worttiwhile  for  our  insular  areas. 

Mr.  06ERSTAR.  Madam  Speaker,  today. 
Members  of  the  House  will  cast  one  of  ttiose 
landmark  votes  ttiat  occur  only  rarely  in  a  con- 
gressional career  wtien  we  vote  on  the  con- 
ference report  on  tax  reform,  because  this  bill 
represents  ttie  establishment  of  a  new  order, 
a  new  direction  for  the  tax  structure  in  this 
country. 


From  ttie  outset  of  my  services  in  ttie  Con- 
gress, one  of  my  fundamental  commitments 
tias  been  to  establish  fairness  and  equity  in 
ttie  Tax  Code.  That  goal  has  been  elusive 
until  now.  This  bill  offers  the  first  strong,  sure 
foottiold  on  the  path  to  a  fairer  and  more  equi- 
table system.  I  would  like  to  summarize  the 
highlights  of  this  bill,  milestones  along  the 
path  toward  tax  equity,  some  of  the  provisions 
in  this  bill  which  have  tieen  among  the  most 
significant  tax  reform  initiatives  of  the  past  10 
years. 

The  bill  provides  long-overdue  reform  for 
ttie  working  poor;  it  redresses  the  rapidly 
rising  t£tx  burden  imposed  on  low-income 
wage  earners  in  recent  years,  removing  6  to 
6.5  million  from  the  tax  rolls. 

With  the  advent  of  this  new  code,  invest- 
ment decisions  by  both  Individuals  and  corpo- 
rations will  be  made  on  the  basis  of  what 
makes  economic  sense  In  the  marketplace — 
rather  than  on  the  t}asis  of  how  to  tiieat  ttie 
system  and  avoid  taxes.  It  will  encourage  eco- 
nomic investment  decisions,  rattier  ttian  tax- 
motivated  investment  decisions.  Even  in  ttiose 
categories  wtiere  wtiole  industries  have  grown 
up  around  certain  provisions  of  ttie  Tax  Code, 
and  have  avoided  paying  taxes  In  the  past, 
that  preferential  status  will  end  or  be  sharply 
curtailed  under  this  measure. 

It  Includes  an  Inescapable  corporate  and  In- 
dividual minimum  tax  which  will  ensure  that  all 
will  pay  their  fair  share  of  the  tax  burden.  No 
phenomenon  causes  more  indignation  among 
American  wage  earners  than  the  specture  of 
3,000  millionaires  paying  taxes  at  less  than  a 
5-percent  rate,  with  some  paying  no  taxes  at 
all.  This  Inequity  cried  out  for  the  minimum  tax 
remedy  that  has  been  Included  In  this  \M. 

The  bill  shifts  $120  billion  of  taxes  from  indi- 
viduals to  corporations  over  the  next  5  years, 
increasing  the  corporate  share  of  income  tax 
collected  from  the  present  6  to  13  percent.  It 
has  been  argued  in  the  course  of  detiate  on 
this  bill  that  corporations  would  pass  on  to 
consumers  the  Increase  In  corporate  taxes  in 
the  form  of  price  increases;  however,  they 
can't  pass  along  any  more  than  what  the 
market  will  t)ear.  Furthermore,  leading  econo- 
mists have  testified  that  the  enormous  1981 
corporate  tax  windfall  did  not  result  In  a  corre- 
sponding drop  In  prices;  by  the  same  token, 
shifting  a  more  proportionate  share  of  ttie  tax 
burden  to  corporations  stiould  not  justify  cor- 
responding price  increases. 

The  bill  Introduces  a  substantial  measure  of 
tax  fairness  by  closing  major  loopholes  and 
curbing  tax  shelters  that  have  allowed  profita- 
ble corporations  and  wealthy  individuals  to 
avoid  paying  their  fair  stiare.  The  most  signifi- 
cant reforms  Include  sharp  restrictions  on  the 
use  of  passive  losses  to  shelter  other  income; 
repeal  of  the  preferential  treatment  of  capital 
gains  income;  repeal  of  the  investment  tax 
credit;  restraint  of  excessive  depreciation  al- 
towances;  and  eliminatksn  of  major  tax  incerv 
fives  that  tiave  encouraged  corporate  merg- 
ers. 

The  bill  provides  individual  taxpayers  with  a 
sut>stantial  increase  in  ttie  personal  exemp- 
tk}n,  offering  relief  to  families,  and  expands 
the  standard  deduction  and  earned  income 
credit  Ttiese  improvements  will  t>e  an  enor- 
mous benefit  to  tow  and  moderate  income 


families,  especially  wtien  coupled  with  the 
lower  rate  structure. 

The  mkjdie  class  relief  provided  in  this  bill 
has  been  an  object  of  reform  efforts  since  the 
1960's,  and  will  substantially  reduce  the  tax 
burdens  of  3  out  of  4  taxpaying  families. 
Under  this  bill,  80  percent  of  Individual  taxpay- 
ers will  be  paying  at  the  15  percent  rate, 
which  begins  at  $17,580  for  single  persons 
and  $29,750  for  married  persons  filing  jointly. 
The  breadth  and  depth  of  these  rate  reduc- 
tions for  the  middle  class  are  truly  historic. 
The  centerpiece  of  this  bill  is  replacement  of 
the  cunent  15  indivklual  tax  brackets,  which 
range  from  11  to  50  percent,  with  two  rates  of 
1 5  and  28  percent. 

More  equitable  tax  treatment  of  pensions  is 
another  important  reform.  The  time  required 
for  vesting  has  been  shortened,  extending 
vesting  to  a  greater  number  of  workers.  The 
conference  report  also  limits  Integration  with 
Social  Security  benefits  to  ensure  that  more 
workers  will  receive  meaningful  pension  ttene- 
fits.  Finally,  the  pension  provisions  strengthen 
rules  that  prevent  discrimination  in  pensions 
and  fringe  benefits  in  favor  of  owners  and 
managers. 

The  bill  offers  much  desired  simplification  of 
the  tax  system:  by  eliminating  or  curtailing  var- 
ious deductions,  it  reduces  the  numtier  of 
records  that  must  be  kept  and  calculations 
that  must  be  made. 

Major  defense  contractors  have  been  able 
to  defer  Income  until  completion  of  their  con- 
tract, ttiereby  often  avoiding  taxes  altogether. 
Accounting  reforms  will  substantially  curb  this 
method  of  tax  avokJance.  requiring  these  large 
firms  to  pay  their  fair  share  of  taxes. 

Madam  Speaker,  this  Is  only  a  partial  list  of 
the  major  reforms  sought  for  many  years  by 
those  Interested  in  establishing  justice  In  the 
Tax  Code,  ensuring  that  similariy  situated  Indi- 
viduals and  corporations,  engaged  In  whatever 
business,  from  whatever  regk>n  of  the  country, 
with  whatever  tax  and  spending  pattems.  will 
be  taxed  similarly  If,  at  some  future  time,  we 
must  turn  to  the  Tax  Code  to  address  the  defi- 
cit, then  this  bill  provkJes  a  soiki  and  equitable 
base  from  which  to  start.  I  must  emphasize, 
however,  that  any  such  proposal  will  be  nei- 
ther consklered  or  voted  by  the  Congress 
unless  it  is  Initiated  and  advocated  by  Presi- 
dent Reagan. 

Like  most  of  my  colleagues,  ttiere  are  many 
proviskins  of  this  bill  which  I  dislike;  but  on 
balance,  it  achieves  ttie  fair  and  equitable  dis- 
tribution of  the  tax  burden,  and  the  tax  relief 
for  the  poor  that  tiave  for  decades  tieen  the 
goals  of  tax  reformers.  Middle  and  low  income 
Americans  finally  win  their  day  in  Tax  Court 
with  this  bill. 

In  this  moment  of  decisk)n,  when  we  can  no 
longer  modify  or  eliminate  one  or  anottier  pro- 
vision which  does  not  conform  to  our  image  of 
the  kteal  tax  stmcture,  we  must  not  let  the 
perfect  be  ttie  enemy  of  ttie  good.  This  is  a 
good  bill;  it  is  real  tax  reform,  and,  faced  with 
an  up  or  down,  yea  or  nay  vote  on  the  entire 
package,  I  urge  my  colleagues  to  join  me  in 
voting  aye  on  the  conference  report. 

Mr.  SMITH  of  New  Jersey.  Madam  Speaker, 
I  rise  in  support  of  the  legislation  before  us. 
Having  considered  ttie  likely  effects  of  this  tax 
reform    bill— both    good    and    bad— on   ttie 
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health  of  our  economy,  and  the  fairness  of  the 
Tax  Code  among  individual  taxpayers  and 
businesses,  I  believe  the  package  is  worthy  of 
support 

In  supporting  this  conference  report  on  the 
Tax  Reform  Act  of  1986,  we  continue  the 
President's  Initiative  made  in  his  1984  State  of 
the  Union  Address.  In  the  words  of  the  Presi- 
dent, "There  is  a  better  way  (to  revive  eco- 
nomic recovery):  Let  us  go  forward  with  an 
historic  reform  for  fairness,  simplicity,  and  in- 
centives for  growth  *  *  '  so  that  all  taxpay- 
ers, big  arxj  small,  are  treated  more  fairly." 

With  the  almost  doubling  of  the  personal 
exemption  and  the  increased  standard  deduc- 
tion, it  is  estimated  that  this  plan  will  remove 
over  6  million  low-income  Americans  from  the 
tax  rolls  and  reduce  by  an  average  of  6.1  per- 
cent taxes  paid  by  indivkluals.  Not  only  is  this 
especially  important  to  many  of  our  elderiy 
citizens,  I  ktelieve  this  will  encourage  many 
who  are  currently  receiving  Federal  assistarwe 
to  find  and  take  jobs  even  though  they  may 
be  low  paying. 

Madam  Speaker,  while  several  of  my  col- 
leagues have  objected  that  the  tax  reform  pro- 
posal does  not  increase  overall  revenues,  I 
woukj  remind  my  colleagues  that  the  goal  of 
tax  reform  is  not  to  increase  taxes.  I  believe 
we  must  recall  tfie  original  goals  set  forth  by 
President  Reagan  wtien  he  began  the  drive  to 
make  ttiese  dramatk:  changes  In  the  Tax 
Code.  He  clearty  set  forth  the  obligation  to 
construct  a  broad-based  income  tax  that 
would  raise  revenues  equal  to  those  of  the  ex- 
isting tax  system. 

Before  the  House  Committee  on  Ways  and 
Means  would  agree  to  seriously  consider  the 
President's  tax  reform  package,  the  proposal 
had  to  be  revenue  neutral.  In  July  1 985,  Chair- 
men Packwcxjd  and  Rostenkowski  publicly 
stated  their  commitment  to  the  passage  of  a 
tax  reform  package  that  raised  neither  more 
nor  less  than  the  cun'ent  system.  Mr.  Speaker, 
I  am  pleased  that  the  proposal  before  us  is 
projected  to  raise  revenues  over  the  next  5 
years  equivalent  to  those  raised  by  the  current 
Tax  Code. 

I  was  hopeful  that  the  conferees  would 
have  been  able  to  construct  more  equitable 
transition  mles.  As  a  cosponsor  of  a  resolu- 
tion expressing  the  sense  of  the  House  that 
all  effective  dates  should  be  delayed  to  Janu- 
ary 1,  1987,  I  am  disappointed  that  more 
progress  was  not  accomplished  in  this  regard. 

With  respect  to  the  3-year  basis  recovery 
rule  for  Federal,  State,  and  many  kxal  em- 
ployees' pensk>n  plans,  I  joined  a  number  of 
my  colleagues  in  requesting  that,  should  it  not 
be  possible  to  retain  current  law,  the  enact- 
ment date  be  no  eariier  than  the  date  set  forth 
in  the  Senate  version,  January  1,  1988.  Other- 
wise, this  could  place  an  undue  hardship  on 
those  workers  wtio  trusted  that  Congress 
would  not  agree  to  this  retroactive  provision  In 
the  final  conference  report  of  the  tax  bill,  and 
have  waited  to  retire. 

Having  recognized  several  of  my  reserva- 
tions about  ttie  measure  before  us,  I  have  not 
lost  sight  of  the  important  goal  which  this  tax 
reform  package  achieves.  Certainly,  due  to  its 
emphasis  on  fairness,  this  package  merits 
support  Because  irujividuals  and  corporations 
with  similar  incomes  would  tend  to  owe  similar 
taxes,  faith  in  the  tax  system  will  be  restored. 


Madam  Speaker,  I  am  particulariy  gratified 
that  the  deductibility  of  State  and  local  income 
taxes  and  local  property  taxes  has  t>een  re- 
tained. This  provision  is  vitally  important  to 
New  Jersey  taxpayers.  Another  aspect  of  this 
tax  reform  package  is  that  the  vitally  important 
mortgage  interest  deduction  will  remain  intact 
for  first  and  second  homes. 

In  preliminary  estimates,  my  home  State  of 
New  Jersey  is  expected  to  save  approximately 
$2.3  billion  per  year  as  a  result  of  this  tax 
reform  bill. 

With  the  elimination  of  numerous  tax  shel- 
ters, I  believe  a  positive  effect  will  be  noticed 
in  the  economy.  It  Is  clear  that  investments 
will  be  market  oriented  and  based  on  sound 
economic  realities  rather  than  based  merely 
on  advantageous  tax  consequences.  I  t>elieve 
spending  and  investment  decisions  which  are 
governed  and  directed  by  the  market  will  en- 
hance long-term  economic  growth. 

Furthermore,  Madam  Speaker,  tax  shelters 
in  general  are  not  as  attractive  under  a  tax 
system  with  low  marginal  tax  rates.  What  in- 
centive is  there  to  shelter  moneys  when  the 
net  gain  of  the  t>enefits  is  cut  by  22  percent? 
At  the  current  50-percent  tax  bracket,  a  de- 
duction is  worth  half  the  investment  made.  At 
the  28-percent  bracket,  the  same  investment 
is  worth  almost  half  that. 

While  large,  capital  intensive  industries  and 
corporations  whk:h  currently  pay  little  or  no 
tax  will  have  more  adjustments  to  make  under 
the  new  Tax  Code,  the  small  business  com- 
munity especially  will  enjoy  the  benefits  of  the 
lower  marginal  tax  rates.  I  agree  with  the 
President  that  only  through  lower  taxes  will 
the  entrepreneurial  energies  t>e  unleashed  to 
achieve  the  desired  economic  growth.  The 
economic  recovery  which  our  country  has  ex- 
perienced in  the  last  few  years  clearly  traces 
its  roots  to  small  businesses.  Small  business- 
es employ  one-half  of  the  private  sector  work- 
force, and  have  created  2  out  of  every  3  new 
jobs  during  this  recovery.  With  Vne  reduction  in 
tax  rates,  the  potential  for  continued  and  in- 
creased growth  is  exciting. 

Many  have  argued  that  the  tax  reform  pro- 
posal with  its  two  tax  rates  is  not  progressive 
enough.  On  the  other  hand,  most  taxpayers  in 
higher  marginal  tax  brackets  currently  pay 
much  lower  effective  rates,  due  to  the  loop- 
holes, credits,  and  tax  shelters.  In  fact  it  has 
been  estimated  that  the  higher  rate  of  28  per- 
cent as  established  in  the  Tax  Reform  Act  is 
approximately  the  rate  being  paid  by  many  or 
most  high-income  taxpayers  at  this  time.  The 
progressivity  of  the  old  code  has  been  decep- 
tive and,  therefore,  has  been  a  major  cause  of 
the  growing  lack  of  faith  in  the  current  tax 
system. 

Madam  Speaker,  I  am  pleased  to  have  this 
opportunity  to  join  my  colleagues  in  support  of 
this  bill  which  has  justly  been  refen^ed  to  as 
an  historic  piece  of  legislation. 

Mr.  GOODLING.  Madam  Speaker,  although 
it  is  very  difficult  to  assess  the  total  impact  the 
tax  reform  legislation  will  have  on  the  growth 
of  our  economy,  and  how  it  will  affect  indivkJ- 
uals,  until  all  elements  of  the  bill  are  phased 
in  over  the  next  several  years,  I  have  decided 
to  support  the  passage  of  the  legislation 
based  primarily  on  the  following. 

First  of  all,  it  raises  the  personal  exemptton 
from  $1,080  to  $2,000  in  the  year  1989.  I 


think  this  is  a  pro-family  effort  especially  for 
those   in   the   k>w-   and   mkMle-lr>coa«e   tax 
brackets.  This  exemptkxi  will  also  t>e  indexed  - 
for  inflation,  assuring  that  it  keeps  pace  with 
tf>e  ecorramy. 

Second,  the  standard  deductk>n  of  $5,000 
for  joint  returns  in  1988  ($3,760  in  1987)  will 
replace  the  current  "zero  bracket  amount" 
[ZBA]  of  $3,670.  Single  taxpayers  will  receive 
a  $3,000  standard  deduction  in  1988  ($2,540 
in  1987)  as  opposed  to  the  cunent  ZBA  of 
$2,480.  This  should  certainly  simplify  the  tax 
problem  for  millions  of  taxpayers  since  it  will 
remove  6  million  working  poor  from  tax  roles 
and  would  allow  millions  of  other  taxpayers 
currently  itemizing  to  take  the  increased 
starKJard  deduction.  It  will  also  allow  many 
more  taxpayers  to  take  advantage  of  the  low 
1 5  percent  tax  rate. 

Third,  the  bill  is  written  in  such  a  manner 
tfiat  it  will  er>courage  investment  for  ecorx>mk; 
growth  purposes  rather  than  for  tax  related 
reasons— namely,  tax  shelters. 

Last  the  bill  is  constructed  in  such  a 
manner  that  a  minimum  tax  will  be  paid  by  all 
individuals  and  businesses.  So  not  only  will 
money  which  was  going  into  rwnproductive 
tax  shelters  be  redirected  into  productn^e 
uses,  but  those  wfio  avokjed  taxatk>n  will  r>ow 
be  paying  their  fair  share. 

There  are  some  provisions  in  the  bill  that  I 
would  have  written  differently,  such  as  inclu- 
sion of  a  few  retroactive  changes,  especially 
applied  to  the  pensions  of  Federal  retirees 
and  the  investment  tax  credit.  Overall,  howev- 
er, the  new  legislation  generally  meets  the 
four  criteria  President  Reagan  asked  Con- 
gress to  consider  when  constructing  a  new 
tax  program.  One,  simplification  of  rate  struc- 
tures; two.  fairer  tf>an  the  existing  system; 
three,  progrowth  (which  I  believe  will  t>e  true 
in  the  long  run,  although  it  may  cause  some 
stagnation  in  the  short  run,  depending  upon 
other  economic  factors);  four,  revenue  r>eutral. 

It  appears  that  the  bill  will  result  in  in- 
creased revenue  to  the  Treasury  of  the  United 
States  the  first  year  after  its  enactment  There 
will  probably  be  a  loss  for  the  next  2  years, 
and  a  gain  in  the  fourth  ar>d  fifth  years.  It  will 
curtail  the  use  of  tax  exempt  bonds  for  pnvate 
purposes.  It  will  require  large  companies,  but 
not  farmers,  individuals  or  service  corpora- 
tions to  use  the  accrual  method  of  accounting 
rather  than  the  more  advantageous  cash 
method.  It  will  help  small  businesses  by  re- 
structuring the  graduated  corporate  income 
tax  rates.  Business  will  pay  1 5  percent  on  the 
first  $50,000  of  annual  income  and  25  percent 
on  the  next  $25,000.  Income  over  $75,000  will 
be  taxed  at  the  top  corporate  rate  of  36  per- 
cent. 

The  bottom  line  on  this  tjill  is  that  ttra  vast 
majority  of  American  taxpayers  win  and  a  sut>- 
stantial  amount  of  capital  in  our  economy  will 
t)e  shifted  to  productive  uses.  I  urge  everyone 
who  is  pessimistic  about  this  bill  to  take  a 
closer  look,  because  alttiough  it  has  certain 
flaws,  I  believe  they  will  come  to  tt)e  conclu- 
sion that  overall  it  will  benefit  American  citi- 
zens, txjsinesses,  and  our  economy  in  the 
long  run. 

Mr.  CX)RNAN  of  California.  Madam  Speak- 
er, I  rise  today  in  support  of  the  tax  reform  bill, 
with  some  reservations. 
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In  my  view,  the  bottom  line  of  the  bill  Is  this: 
It  is  not  designed  to  reward  or  ponish  income 
classes  or  economic  sectors,  but  to  begin  dis- 
mantling a  complex  system  of  reward  arid 
punishment  Its  biggest  virtue  is  that  it  gets 
the  Government  out  of  the  business  of  sanc- 
tioning certain  economic  activities  while  dis- 
couraging others.  This  will  undoubtedly  lead  to 
a  more  efficient  economy  in  the  long  run. 

Sure,  ttiere  will  be  some  losers,  but  every- 
orw  must  have  some  sense  by  now  that  the 
interxled  direction  is  toward  tax  neutrality.  This 
is  clearly  the  right  way  to  go. 

The  bill  will  sharply  reduce  taxes  on  the 
lower  and  middle-income  brackets,  with  about 
60  percent  of  individuals  being  in  the  15-per- 
cent tax  bracket  or  paying  no  taxes  at  all.  The 
bill  is  pro-family.  Filing  a  1040  form  will  be  far 
simpler  for  tfie  average  taxpayer  and  the  bill's 
k}wer  marginal  tax  rates  will  improve  econom- 
ic irKentives,  bolsterir>g  our  economy. 

However,  tt)ere  are  several  portions  of  the 
tax  bill  ttiat  I  believe  should  be  changed, 
among  them  are  tfie  retroactive  features,  the 
tax  rate  reduction  stagger,  and  the  increase  in 
taxes  on  business.  Because  tax  reform  is  in 
my  view  a  one  stwt  deal,  it  may  be  necessary 
to  recommit  the  bill  back  to  the  conference 
comnrWttee  to  work  out  some  of  the  kinks. 

One  of  ttie  tax  t>iirs  most  egregious  fea- 
tures is  the  treatment  of  capital  gains.  Don't 
get  me  wrong,  I  have  no  problem  with  capital 
gains  being  taxed  as  ordinary  income.  Howev- 
er, under  this  bill  capital  gains  earned  on  In- 
vestment hekj  over  1  year  will  be  taxed  at  a 
higher  real  tax  rate  than  ordinary  income. 

Tf>e  reason?  Ordinary  income  will  be  in- 
dexed to  inflatkin,  capital  gains  won't.  Ck}nsid- 
er  the  following  example. 

Suppose  an  investor  buys  $1,000  worth  of 
ABC  stock  in  1987  and  sells  it  2  years  later 
for  $1,100,  a  10-percent  gain.  Further  sup- 
pose that  the  cumulative  inflation  rate  over 
that  2-year  period  was  10  percent.  In  this  ex- 
ample ttie  purchasing  power  of  our  investor's 
original  $1,000,  has  not  changed.  However,  if 
capital  gains  are  not  indexed  for  lnflatk>n,  our 
investor  will  have  to  pay  a  28-percent  tax  on 
his  nominal  $100  gain.  In  other  words,  he  will 
be  losing  money  after  adjusting  for  inflatksn. 

Had  this  t>een  ordinary  income,  our  investor 
wouM  not  have  paki  any  tax  on  his  gain  due 
to  irxlexing,  and  therefore  his  purchasing 
power  woukl  have  remained  the  same. 

I  have  figured  out  ttiat  in  order  for  an  inves- 
tor to  merely  break  even,  it  will  t>ecome  nec- 
essary to  do  about  39  percent  0.28  divkled  by 
0.72 — better  than  the  cumulative  rate  of  infla- 
tion just  to  break  even  after  taxes!  Under  cur- 
rent law,  that  figure  is  at  worst  only  25  per- 
cent 

By  not  indexing  capital  gains  to  inflatk>n  in- 
vestors will  have  a  definite  incentive  to  invest 
in  income-producing  assets  over  those  offer- 
ing ttie  potential  for  capital  appreciation.  This 
will  put  pressure  on  smaller  growth  type  com- 
panies to  pay  stock  divktends  with  funds  that 
would  normally  be  reinvested  in  the  company. 

Wtiat  makes  the  tax  bill  so  attractive  is  that 
it  moves  toward  tax  neutrality.  Yet  when  it 
comes  to  investing,  the  conference  report  still 
favors  certain  forms  of  investment  over 
others.  This  must  be  changed.  I  am  therefore 
currently  working  on  a  bill  ttiat  would  amend 


the  tax  bill  to  allow  for  the  indexation  of  cap- 
ital gains  to  inflatk>n. 

But,  all  in  all,  the  tax  bill  represents  a  monu- 
mental improvement  over  the  current  system. 
It  will  be  good  for  the  economy  and  ttie  tax- 
payer. I  urge  my  colleagues  to  support  it. 

Mr.  SCHAEFER.  Madam  Speaker,  fairness, 
growth  and  simplicity.  How  promising  the 
move  for  tax  reform  began  in  May  of  1985, 
when  the  President  issued  these  words  as  his 
goals  for  a  new  tax  structure.  Now,  just  1V^ 
years  later,  these  motivational  words  are  little 
more  than  a  distant  memory. 

Ask  a  young  family  if  it  is  fair  to  provide  bil- 
lions of  dollars  in  special  tax  breaks  while  not 
allowing  them  to  deduct  interest  on  the  pur- 
chase of  their  first  automobile.  Ask  that  same 
family  if  it's  fair  to  strip  them  of  their  incentive 
to  responsibly  save  for  their  retirement  years. 
Ask  a  family  if  it  is  fair  that  due  to  passage  of 
this  bill  their  monthly  rent  rises  by  20  percent. 
Then  ask  them  if  the  promise  of  fairness  was 
retained  in  H.R.  3838. 

Ttie  tax  reform  bill  was  to  encourage  eco- 
nomic growth.  Yet  it  repeals  the  investment 
tax  credit,  repeals  the  special  exclusion  for 
capital  gains  and  adds  a  total  of  $120  billion 
to  the  tax  liability  of  American  Businesses.  By 
increasing  the  cost  of  capital  investment,  the 
t}ill  would  likely  render  domestic  manufactur- 
ers less  competitive,  furthering  our  already 
massive  trade  deficit.  In  fact,  many  econo- 
mists have  predicted  that  enactment  of  this 
bill  will  result  in  a  recession  in  the  near  future. 
A  marginal  decrease  in  tax  rates  mean  little  to 
someone  wtio  has  just  lost  his  job  as  a  result. 

What  about  simplicity?  The  conference 
report  is  in  excess  of  4,000  pages.  Account- 
ants estimate  that  tlieir  work  will  be  doubled 
by  its  passage  as  even  the  most  basic  of  the 
t)iirs  provisions  change  annually.  The  most 
arden  supporters  of  this  legislation  find  it  diffi- 
cult to  argue  that  this  element  of  the  Presi- 
dent's goals  for  reform  was  met.  Americans 
will  certainly  discover  the  lack  of  simplicity 
come  April  15,  1988. 

Ttie  failure  to  adequately  meet  even  one  of 
the  President's  primary  goals  force  me  to  re- 
luctantly oppose  this  measure.  Our  Tax  Code 
is  in  dire  need  of  reform,  but  it  should  be  done 
in  a  manner  that  keeps  our  promises  to  the 
American  people.  In  May  1985,  tax  reform 
meant  fairness,  growth  and  simplicity.  What  a 
difference  a  year  and  a  half  makes. 

Mr.  LEVINE  of  California.  Madam  Speaker, 
today  we  will  cast  one  of  the  most  significant 
votes  of  the  99th  Congress.  The  bill  t>efore  us 
makes  the  most  sweeping  reforms  of  the  Tax 
Code  of  any  bill  since  the  inception  of  the 
income  tax  in  1914.  There  have  been  few 
ottier  pieces  of  legislation  in  this  session  that 
will  effect  the  average  citizen  as  much  as  this 
bill. 

I  have  some  deep  reservatK>ns  atiout  this 
legislation.  Many  of  us  here  today  do.  The 
economic  assumptions  that  many  people  have 
operated  under  will  t>e  fundamentally  altered 
by  this  bill.  No  one  knows  exactly  what  the 
economic  consequerKes  of  these  changes 
may  be  over  the  long  term.  Worse  yet,  some 
of  these  changes  are  made  retroactively. 
Changing  rules  on  whk:h  people  have  based 
their  economk:  dedswns  retroactively  is  unfair 
and  unwarranted. 


Additionally,  a  number  of  personal  deduc- 
tk>ns  which  I  believe  were  positive  aspects  of 
ttie  code,  not  in  need  of  reform,  are  altered  by 
this  bill.  The  bill  allows  ttie  charitable  contribu- 
tkjns  deductkjn  for  nonitemizers  to  expire.  The 
threshold  on  the  medical  expenses  deductk>n 
is  raised.  Interest  on  a  second  home  is  al- 
lowed, but  not  on  a  first  car.  New  restrictions 
are  applied  to  IRA's. 

I  am  also  worried  that  this  legislation  harms 
the  progressivity  of  the  Tax  Code.  I  have  seen 
the  charts  presented  by  a  numtier  of  members 
which  demonstrate  how  the  cun'ent  system's 
loopholes  make  it  less  progressive  than  ttie 
stripped-down  structure  that  this  bill  enacts. 
But  the  simple  fact  is,  this  bill  leaves  us  with 
only  two  rates:  15  and  28  percent  It  leaves  a 
taxpayer  with  an  income  of  $50,000  paying 
the  same  percentage  on  his  income  as  some- 
one making  $500,000.  No  matter  how  un- 
progressive  the  current  system  may  be,  taxing 
individuals  at  such  disparate  levels  of  income 
at  the  same  rate  is  just  plain  unfair. 

My  final  objectk>n  to  this  bill  is  that  it  does 
nothing  to  address  the  deficit  problem.  We 
have  tried  any  number  of  methods  of  dealing 
with  the  deficit.  We  have  enacted  user  fees 
for  government  services,  we  have  tried 
across-the-board  cuts,  and  we  have  seen 
some  creative  bookkeeping,  all  of  which  has 
done  very  little  to  solve  the  problem  we  face. 
We  had  an  opportunity  in  this  bill  to  find  equi- 
table ways  to  increase  federal  revenues  and 
reduce  the  natk}nal  debt  which  looms  over  us 
and  our  children.  But  we  did  not  take  advan- 
tage of  it.  I  believe  that  we  stiould  have. 

Despite  its  many  negative  aspects,  howev- 
er, this  bill  makes  some  tiadly  needed 
changes  in  the  Tax  Code.  Many  of  the  tax 
preferences  which  have  allowed  wealthy  indi- 
viduals and  corporations  to  avoid  paying  their 
fair  share  of  taxes  in  the  past  are  curtailed  or 
eliminated.  The  bill  contains  a  tough  new  mini- 
mum tax  which  will  end  the  days  of  corpora- 
tions making  multimillion  dollar  profits  but 
paying  no  taxes.  At  its  most  fundamental 
level,  the  bill  reduces  the  Nation's  reliance  on 
tax  incentives  for  economic  decisionmaking 
and  channels  capital  toward  investments  that 
are  productive,  rather  than  ones  which  pro- 
duces paper  losses  and  no  ttenefit  to  the 
economy. 

Additionally.  H.R.  3838  will  take  6  millk)n  of 
the  Nation's  woridng  poor  off  of  the  tax  rolls 
by  vastly  increasing  the  standard  deduction 
and  neariy  doubling  the  personal  exemption. 
With  both  of  these  measures  indexed  to  infla- 
tion, never  again  will  we  see  families  tielow 
the  poverty  level  facing  Federal  income  tax  li- 
abilities as  they  struggle  to  keep  their  families 
fed  and  clothed.  These  changes  are  also  ex- 
pected to  give  most  middle-class  taxpayers  a 
modest  tax  cut. 

Finally,  at  the  bottom  line,  we  must  examine 
whether  this  bill,  with  all  its  faults,  is  an  im- 
provement over  the  current  system.  Flawed 
though  it  is,  the  positive  reforms  in  the  bill  are 
such  an  improvement  over  the  complex  mess 
of  unfair  loopholes  and  tax  shelters  which  cur- 
rently exists  in  our  Tax  Code  that  I  will  reluc- 
tantly vote  for  it.  I  have  supported  the  concept 
of  tax  reform  from  its  inception,  because  the 
current  system  is  unfair,  overcomplk»ted,  arxl 
too  favorable  to  those  who  are  able  to  use  tax 
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shelters  and  loopholes.  While  I  strongly  dis- 
agree with  some  of  the  specifics  in  this  par- 
ticular bill,  and  I  hope  that  we  will  address  the 
worst  of  them  wfien  we  return  next  session,  I 
cannot  help  but  applaud  the  real  and  badly 
needed  reforms  this  bill  contains.  Because  of 
them,  I  will  vote  for  the  bill. 

Mr.  EARLY.  Madam  Speaker,  the  House  of 
Representatives  has  been  called  upon  in 
recent  days  to  consider  and  vote  upon  what  is 
clearly  the  most  far  reaching  tax  revision  pro- 
posal that  has  come  to  the  floor  in  decades. 
The  issue  which  came  before  us  was  surely 
not  simple;  nor  was  the  answer  to  the  ques- 
tion of  how  Members  should  vote  on  H.R. 
3838,  the  conference  report. 

That  tax  reform  is  needed  is  beyond  any  le- 
gitimate question.  The  appearance  of  inequity 
in  the  current  tax  laws  was  everywhere.  That 
appearance  reflected  the  reality.  Data  showed 
that  significant  numbers  of  individual  taxpay- 
ers with  incomes  in  excess  of  $200,000  per 
year  were  able,  under  the  current  code,  to 
avoid  paying  any  taxes.  Data  showed  that 
major  corporations,  including  a  significant 
number  of  major  defense  contractors,  were 
earning,  in  aggregate,  billions  of  dollars  annu- 
ally without  paying  any  Federal  income  tax. 
This  sort  of  data  objectively  documents  a  tax 
situation  In  which  the  tax  laws  has  effectively 
ceased  to  be  a  fair  method  of  raising  Govern- 
ment revenues  and  had  simply  become  the 
private  domains  of  vested,  special  interests, 
which  had  secured  over  a  period  of  many 
years  narrow,  specific  tax  provisions  for  their 
own  benefits.  It  simply  is  wrong  that  an  indi- 
vidual earning  $200,000  or  $500,000  in  a  year 
pays  no  taxes  while  a  hardworking  American 
citizen  who  earns  $22,000  a  year,  but  has  nei- 
ther special  tax  treatment  nor  the  expert  sew- 
ices  of  tax  accountants  and  counsel,  pays  a 
significant  portk)n  of  his  or  her  annual  Income 
in  Federal  income  tax.  Likewise,  it  is  wrong 
that  a  small  business  or  that  same  indlvkjual 
who  earns  $22,000  a  year  pays  significant 
Federal  income  tax  while  some  of  the  largest 
corporations  in  the  Nation  earn  billions  of  dol- 
lars annually  and  pay  nothing  in  Federal 
income  taxes.  It  surely  was  only  a  matter  of 
time,  if  no  tax  reform  were  enacted,  until  the 
American  tradition  of  voluntary  compliance 
with  the  tax  laws  eroded.  The  Congress  and 
the  administration  deserve  credit  for  recogniz- 
ing that  reality  and  setting  out  to  do  some- 
thing about  it. 

H.R.  3838  will  remove  approximately  6  mil- 
lion low-income  individuals  from  ttie  Federal 
income  tax  rolls.  The  ovenwhelming  majority  of 
those  who  will  cease  to  pay  income  taxes 
under  tfie  provisions  of  H.R.  3838  simply 
cannot  afford  to  pay  taxes,  and  surely  could 
not  be  morally  called  upon  to  pay  Income 
taxes  while  some  of  the  wealthiest  elements 
of  our  society  went  tax  free.  H.R.  3838  also 
moves  in  the  right  direction  when,  through 
more  stringent  minimum  alternate  tax  provi- 
sions, it  minimizes  the  possibility  of  individuals 
or  corporations,  which  have  large  incomes, 
paying  no  taxes.  One  reality  which  should  t>e 
at  the  foundation  of  our  system  of  taxation  is 
tttat  we  shoukj  not  demand  taxes  of  those 
who  tmly  cannot  afford  them  while  allowing 
those  who  are  wealthy  to  pay  literally  no  tax. 
H.R.  3838  does  deal  with  this  basic  issue  of 
equity  and  apparently  does  so  effectively. 


The  conferees,  in  dealing  with  this  major 
legislation,  were  compelled  to  compromise  be- 
tween two  desirable,  but  mutually  contradk:to- 
ry  goals:  First,  to  have  the  kiwest  possible 
statutory  tax  rates;  and  second,  to  retain  cer- 
tain historic  deductions  from  taxable  income. 
While  many  longstanding  and.  In  reality,  cher- 
ished deductions  were  eliminated,  the  confer- 
ees did  retain  several  very  important  deduc- 
tions, including: 

First.  Deductability  of  home  mortgage  inter- 
est; 

Second.  Deductability  of  real  estate  taxes; 
and 

Third.  Deductability  of  State  and  local 
income  taxes. 

While  the  conferees  worked  long  and  hard 
and,  I  am  certain,  with  the  best  interests  of 
the  Nation  and  its  people  at  heart,  their  prod- 
uct—H.R.  3838— is  far  from  perfect  and, 
indeed,  legislation  which  I  can  only  vote  for 
with  very  grave  reservations. 

At  the  outset  it  was  dictum  in  the  tax  reform 
process  that  the  final  legislation  be  as  close 
to  revenue  neutral  as  mathematically  possible. 
That  goal  has  apparently  been  accomplished. 
I  tielieve  that  the  goal,  however,  was  poorly 
chosen.  We  face  a  deficit  of  some 
$200,000,000,000-plus  a  year.  The  administra- 
tion now  In  office  has  never  proposed  to  this 
Congress  an  annual  budget  which  t)ore  even 
a  faint  resemblance  to  a  balanced  t>udget. 
The  reality  Is  that  there  are  three  options  in 
attacking  this  enormous  deficit:  First,  reduce 
domestic  spending;  Second,  reduce  military 
spending;  and  Third,  increase  Govemment 
revenues.  The  administratkjn  espouses  the 
rhetoric  that  options  2  and  3  can  be  excluded 
and  an  informed,  good  faith  effort  at  eliminat- 
ing the  deficit  still  made.  That  simply  is  not 
true.  As  the  Vice  President  once  stated  very 
succinctly,  such  proposals  are  best  described 
as  voodoo  economics.  It  would  be  difficult  to 
overstate  the  potential  economk:  conse- 
quences of  the  current  level  of  deficit  spend- 
ing. In  order  to  deal  with  this  deficit  we  must 
be  willing  to  make  the  choices  which,  at  least 
in  the  short  term,  will  be  politically  unpopular, 
and  attack  the  deficit  from  all  sides — domestic 
spending,  military  spending,  and  revenues.  For 
this  Congress  to  have,  de  facto,  accepted  Vne 
marching  orders  of  the  administration  that  tax 
reform  must  be  revenue  neutral  was,  I  t>elieve, 
a  serious  mistake.  We  have  passed  what  may 
well  be  the  major  revenue  legislation  of  the 
decade,  and  well  beyond  the  decade,  on  a 
basis  whk:h  accepts  an  annual  defk:it  level  of 
$200,000,000,000-plus. 

Another  goal  which  should  have  been 
sought  more  vigorously  in  the  tax  reform  proc- 
ess was  that  of  simplicity.  It  will  inherently 
breed  continuing  suspicion  when  a  tax  bill 
ains  well  over  900  pages  and  those  who  are 
financially  able  to  continue  to  use  the  services 
of  high-priced  tax  accountants  and  tax  coun- 
sel to  prepare  their  tax  returns.  Whether  by 
design  or  happenstance,  this  legislatk>n  might 
well  be  subtitled  "the  Tax  Accountants'  and 
Tax  Counsels'  Annuity  Act" 

At  the  heart  of  the  momentum  whk:h  has 
moved  tax  reform  forward  was  the  perceptksn 
that  the  current  tax  laws  were,  quite  simply, 
unfair  in  significant  ways.  Some  millk>naires 
paki  nothing  in  taxes,  vvhile  some  Americans 
barely  above  the  poverty  level,  if  that,  pakj 


taxes.  H.R.  3838  does  attack,  in  a  significant 
way,  the  problems  of  inequity.  Unfortunately, 
H.R.  3838,  itself,  codifies  certain  new  inequi- 
ties. For  example: 

It  is  apparent  that,  under  the  new  tax  law,  a 
homeowner  can  borrow  against  the  equity  in 
his  or  her  home  to  finance  a  chikj's  educatkxi 
and  deduct  the  interest  payments  on  the  mort- 
gage loan  from  taxable  income.  An  apartment 
dweller  who  takes  out  a  consumer  loan  to  pay 
for  the  educatkxi  of  his  or  her  chikj  apparently 
is  not  entitled  to  any  Interest  deduciton  on 
such  a  loan  for  tax  purposes.  It  is  diffkxjtt  to 
hypothesize  an  ethk»l  or  moral  basis  on 
which  these  two  txyrowir^g  arrangements, 
each  to  finance  a  child's  educatk>n,  shouM  be 
treated  differently. 

Although  there  is  a  great  deal  of  talk  about 
the  two  tier  rate  structure  under  H.R.  3838— 
beginning  In  1988— the  reality  is  that  the  rate 
structure  Is  five  tiered: 

First.  A  level  of  gross  income  which  is  tax 
exempt,  that  is,  tax  status; 

Second.  A  level  of  income  taxed  at  15  per- 
cent. 

Third.  A  level  of  income  taxed  at  28  per- 
cent. 

Fourth.  A  level  of  income  effectively  taxed 
at  33  percent  plus. 

Fifth.  Additk>nal  income  taxed  at  28  percent. 

Levels  3-4-5,  above,  de$crit>e  a  tax  rate 
structure  which,  looked  at  in  isolation,  no  one 
can  really  rabonalize  or  justify  as  morally  right. 
Rather  such  levels  are  surely  the  calculatk>ns 
of  accountants,  actuaries  arid  tax  lawyers  as 
to  what  was  needed  to  achieve  the  elusive 
revenue  neutral  goal  of  this  bill. 

Certain  provisions  of  the  proposal  are  retro- 
active. Retroactive  lawrs  are  somethir)g  whk:h 
this  Natkjn  should  seek  to  avokj.  When  we 
pass  a  retroactive  law,  by  definitk>n,  we  create 
a  situatkjn  in  which  people  could  not  have 
known  what  the  legal  implk:atK>ns  of  their  ac- 
tions would  be  at  the  time  they  acted.  That  is 
a  situatk>n  which  a  representative  democracy 
should  avoid  as  though  it  were  some  vile  con- 
tagious disease. 

One  cannot  k>gically  justify  the  treatment  of 
certain  contributory  pension  plans  under  ttie 
provisk>ns  of  H.R.  3838.  These  provisions  hit 
most  pointedly  at  publk:  employees.  Many 
publk:  employees  have,  over  their  woricing  ca- 
reers, significant  contributk>ns  to  their  own 
penson  plans — out  of  their  own  after-tax 
income  at  the  time  of  those  contributions.  It  is 
elementary  and  obvkxjs  that,  wtien  such  per- 
sons retire,  the  pension  payments  whk^h  tfiey 
receive— until  such  time  as  they  have  received 
back,  In  full,  but  with  no  interest,  the  amount 
of  the  contributions  whrch  they  prevkxisly 
made  from  their  own  already  taxed  income  in 
prior  years— shouW  be  tax  free.  Such  pay- 
ments are  clearly  In  ttie  nature  of  returning  to 
such  retirees  furids  held  in  trust  for  them,  on 
whk;h  income  taxes  were  pakj  years  eariier 
wt>en  ttie  penskjn  contributx>ns  were  made 
from  after  tax  incomes. 

I  am  deeply  concerned  at>out  ttie  final  con- 
ference report  whk:h  does  signifk^ntty  cut 
back  on  IRA  deducttons.  It  appears  clear  to 
me  that  IRA's,  as  structured  under  the  old  Tax 
Code,  were  working.  People  wtio  otherwise 
would  not  have  set  aside  funds  for  retirement 
were  actually  doing  so,  motivated  at  least  in 
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part  by  the  IRA  deduction  on  their  Federal 
income  taxes.  IRA  deductions  constitute  a 
major  pool  of  long-term  capital  to  help  finance 
the  future  growth  of  our  ecorramy.  The  deci- 
sion to  cut  t>ack  on  these  deductions  may  well 
prove  to  t)e  one  which  is  short  sighted. 

In  summary,  we  have  taken  a  major  step  in 
the  direction  of  tax  reform.  With  very  signifi- 
cant reservations.  I  cast  rrry  vote  in  favor  of 
H.R.  3838  on  the  t>asis  that  the  content  of 
H.R.  3838  was  and  is  better  than  the  cun-ent 
Tax  Code.  It  seems  clear  to  me  that  the  op- 
portunity which  we  had  in  1986  was  not  fully 
seized.  We  coukl  have  made  tf>e  unpopular 
and  polltk»lly  very  difficult— but  I  t>elJeve 
right — decision  to  work  to  reduce  and  elimi- 
nate the  deficit  in  this  process.  We  lost  that 
opportunity.  We  could  have  done  a  great  deal 
more  in  the  area  of  true  tax  simplification.  The 
simple  fact  of  the  number  of  pages  contained 
in  H.R.  3838  shows  that  true  simplification 
was  not  acfiieved.  We  dkj  take  a  significant 
step  down  the  road  of  tax  reform.  Time  may 
quickly  show,  however,  that  the  step  was  not 
directly  down  the  mkjdie  of  that  road,  but 
more  like  ttie  meanderer  who  knows  where 
frame  is  but  can't  head  tf>ere  directly.  We 
sfwukj  not  adopt  the  view  that  eitfier  tax 
reform  or  deficit  control  matters  have  been 
handled  for  the  foreseeable  future.  Time  will 
likely  show  clearly  the  need  for  additk)nal  leg- 
islation which  will  t>e  guided  in  significant  part 
by  ttie  knowledge  whk;h  we  gain  In  the  up- 
coming month  or  year  as  to  where  the  con- 
tents of  H.R.  3838  simply  missed  the  mark.  I 
urge  each  of  us  to  stand  ready  to  make  the 
difficult  chores  which  likely  will  be  needed  In 
ttie  next  few  years  if  the  true  goal  of  tax 
reform  is  to  be  achieved  and  the  Nation  Is  to 
make  a  real  effort  to  eliminate  the  current 
massive  Federal  deficit. 

Mr.  HAWKINS  of  California.  Madam  Speak- 
er, I  rise  to  express  my  deep  concern  over 
certain  portions  of  the  conference  agreement. 

Nearly  one  quarter  of  the  bill  before  us 
today  consists  of  changes  In  the  rules  govern- 
ing employee  benefit  plans.  These  are  sweep- 
ing changes,  affecting  millions  of  pension, 
profit  sharing,  health  insurance,  arid  other 
fringe  benefit  plans  across  the  country.  Many 
of  the  changes  I  personally  support;  some  I 
believe  are  unfair,  ill-advised  and  poorly  craft- 
ed. 

As  chairman  of  tfie  Committee  on  Education 
and  LatXK,  I  must  express  my  great  disap- 
pointment with  this  conference  agreement. 
The  members  of  our  committee  are  disap- 
pointed that  orKe  again  the  procedures  of  the 
House  have  been  undermined  by  the  failure  to 
afford  ttie  Committee  on  Education  and  Latxsr 
Committee  the  opportunity  to  exercise  Its  le- 
gitimate jurisdiction. 

When  the  Empk)yee  Retirement  Income  Se- 
curity Act  of  1974  [ERISA]  was  first  enacted 
in  1974,  many  of  its  provisions  were  drafted 
as  parallel  requirements  in  title  I  and  in  the 
Code.  One  of  ttie  major  purposes  of  this  un- 
usual approach  was  to  afford  workers  and 
their  beneficiaries  ttie  strongest  possible  pro- 
tectk)ns  by  establishing  two  distinct  types  of 
sanctions  for  empk>yer  misconduct. 

By  incorporating  certain  requirements  into 
ttie  Internal  Revenue  Code,  employers  wtio 
fail  to  meet  ttiose  requirements  wouM  lose  the 
favored  tax  status  for  their  plans  or  be  faced 


with  tax  penalties.  As  a  result  of  plan  disquali- 
fication, employers  would  be  unable  to  make 
tax-deductible  contributions  to  those  plans. 
Income  on  the  trust  would  no  longer  be  tax- 
exempt,  and  contributions  to  the  plan  on 
behalf  on  employees  would  result  In  taxable 
income  to  those  employees.  Because  of  the 
draconian  nature  of  this  remedy  It  Is  rarely 
used.  There  is  much  disagreement  and  con- 
siderable doubt  as  to  Its  effectiveness  as  a 
deterrent  for  employer  misconduct. 

By  Incorporating  certain  requirements  Into 
title  I  of  ERISA,  employers  plan  administra- 
tors, or  plan  fiduciaries  who  fall  to  meet  those 
requirements  are  subject  to  enforcement  ac- 
tivities by  the  Secretary  of  Labor  and  Individ- 
ual lawsuits  brought  by  participants  and  bene- 
ficiaries for  equitable  and  legal  relief  In  which 
civil  damages  could  be  assessed  for  the  ben- 
efit of  those  Injured  parties.  This  Is  a  far  more 
meaningful  protection.  What  good  does  it  do 
an  employee  who  has  been  Illegally  excluded 
from  participating  In  a  pension  plan  for  the 
plan  to  be  disqualified  or  for  the  employer  to 
pay  the  U.S.  Treasury  an  excise  tax?  Because 
the  participation  rules  are  title  I  requirements 
too,  that  employee  could  sue  and  a  court 
could  force  the  employer  to  include  him  or  her 
in  the  plan. 

By  having  both  types  of  sanctions,  partici- 
pants and  beneficiaries  are  more  likely  to  re- 
ceive the  benefits  to  which  they  are  entitled.  It 
is  criticially  Important  that  the  precedent  set  In 
1974  be  followed:  changes  In  the  Tax  Code 
that  relate  to  substantive  rights  of  workers 
and  their  beneficiaries  must  have  parallels  in 
title  I  of  ERISA. 

Nor  Is  it  solely  for  ttie  protection  of  the  em- 
ployees, participants,  and  beneficiaries  that 
the  lat)or  requirements  of  as  expressed  In  title 
I  of  ERISA  and  the  tax  requirements  as  ex- 
pressed in  the  internal  Revenue  Code  relative 
to  employee  benefit  plans  should  be  identical. 
How  can  employers,  corporate  benefit  manag- 
ers, plan  trustees,  actuaries,  lawyers  and 
other  plan  fiduciaries  responsible  for  adminis- 
tering employee  benefit  plans  carry  out  their 
duties  when  title  I  requires  one  thing  and  the 
Internal  Revenue  Code  another? 

Employee  benefit  plans  are  subject  to  both 
title  I  of  the  ERISA  and  to  the  Internal  Reve- 
nue Code.  The  conference  agreeement 
amends  only  the  Code  In  many  critical  areas. 
The  Code  requirements  relating  to  participa- 
tion and  nondiscrimination,  among  other 
areas,  were  amended  without  corresponding 
title  I  changes,  an  all  too  farmiliar  pattern  fol- 
lowed In  previous  tax  legislation.  This  Is  a  for- 
mula for  chaos.  Where  employers,  unions, 
plan  trustees,  administrators,  managers,  law- 
yers, actuaries,  and  other  plan  fiduciaries 
need  certainty,  this  conference  report  creates 
uncertainty. 

The  consequences  of  error  on  the  part  of 
employers  and  fiduciaries  are  serious,  but 
adoption  of  this  conference  agreement  will 
cause  the  law  governing  employee  benefit 
plans  to  point  In  different,  and  sometimes  un- 
fathomable, directors.  This  is  intolerable  for 
those  who  must  make  the  day-to-day  deci- 
sions of  administering  employee  benefit  plans. 

When  the  Senate  amendment  to  the  House 
bill  was  adopted,  it  became  evident  that  many 
amendments  to  ERISA  were  going  to  be  part 
of  the  tax  reform  legislation.  We  wrote  to  the 


Speaker  expressing  our  concerns  and  re- 
questing an  opportunity  for  members  of  our 
committee  to  be  conferees  on  portions  of  the 
bill  affecting  employee  benefit  plans.  Since 
the  Senate  had  gone  so  far  as  to  make 
amendments  to  title  I  as  well  as  the  Internal 
revenue  Code,  we  knew  that  there  would  be 
problems. 

The  Speaker  replied  that  "*  *  *  It  would 
not  be  appropriate  to  name  conferees  not 
from  the  Committee  on  Ways  and  Means  on  a 
revenue  measure  of  such  volume  and  signifi- 
cance. *  *  *"  The  Speaker  assured  us,  how- 
ever, that  our  committee  would  be  "fully  con- 
sulted" as  decisions  were  made  during  the  tax 
conference,  I  regret  to  say  that  this  has  not 
occurred.  With  a  few  recent  exceptions,  our 
staffs'  phone  calls  have  gone  unanswered 
and  our  request  for  information  have  been  ig- 
nored. 

In  mid-July  at  our  request  the  Ways  and 
Means  staff  met  with  our  staff  to  discuss  our 
general  concerns  about  the  proposed 
changes  affecting  employee  benefit  plans. 
Followup  meetings  were  held  to  discuss  a  pe- 
ripheral area  of  the  bill  making  technical  cor- 
rections to  the  Retirement  Equity  Act  Many  of 
these  amendments  were  jointiy  reported  by 
both  our  committees  as  separate  legislation, 
H.R.  2110.  Even  in  the  area,  however,  our 
staff  was  not  included  In  any  drafting  ses- 
sions, nor  furnished  a  final  draft  of  what  even- 
tually was  contained  in  the  conference  agree- 
ment before  us  today. 

On  the  major  employee  benefit  provisions 
contained  in  this  conference  agreement,  our 
input  was  never  solicited  before  decisions 
were  made.  Even  after  decisions  were  made, 
we  learned  about  them  from  lobbyists  or  read 
about  them  In  the  newspaper.  Neither  our  col- 
leagues nor  their  staff  even  gave  us  the  cour- 
tesy of  keeping  us  Informed,  much  less  con- 
sulting us. 

Our  committee  was  never  part  of  the  proc- 
ess, even  with  respect  to  Issues  cleariy  and 
unambiguously  within  our  jurisdiction.  Despite 
repeated  attempts,  we  were  denied  both 
policy  and  technical  input  Into  the  employee 
benefit  provisions  of  the  tax  bill  and,  only  re- 
cently, given  limited  access  to  fragments  and 
portions  of  legislative  drafts. 

Without  any  role  In  the  tax  conference,  the 
Committee  on  Education  and  Labor  has  been 
unable  to  exercise  its  legitimate  legislative  re- 
sponsibility over  title  I  of  ERISA.  The  confer- 
ees agreed  to  provisions  altering  the  rules  re- 
garding coverage  and  participation  of  workers 
under  benefit  plans,  the  vesting  and  Integra- 
tion of  worker's  benefits  and  nondiscrimination 
In  favor  of  highly  compensated  employees- 
all  of  which  are  matters  more  directly  related 
to  labor  policy  than  to  revenue  policy. 

These  issues  have  been  under  active  con- 
sideration by  the  Committee  on  Education  and 
Labor  for  several  years.  The  committee  held 
three  hearings  in  1985  on  national  retirement 
policy  and  the  bipartisan  legislation  Introduced 
by  the  chairman  of  the  Latxsr-Management 
Relations  Suticommittee,  William  L  Clay, 
and  Senator  John  Heinz  in  October  1985  was 
the  foundation  for  most  of  the  reform  provi- 
sions descritied  atrave  that  were  ultimately 
adopted  by  the  conferees.  So  this  commit- 
tee's interest,  involvement  and  expertise  in 
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the  areas  addressed  by  the  conference  agree- 
ment were  well  known. 

In  July,  we  provided  the  chairman  of  the 
Committee  on  Ways  and  Means  with  a  de- 
tailed discussion  of  our  position  on  the  various 
provisions  within  our  jurisdiction  contained  in 
ttw  Senate  bill.  We  indicated  that  we  were  not 
opposed  to  including  conforming  changes  in 
title  I  of  ERISA  at  the  same  time  as  amend- 
ments to  the  Code  were  made  and  we 
pledged  to  work  cooperatively  with  the  confer- 
ees to  achieve  that  result.  Looking  at  the  con- 
ference agreement  before  us  today,  we  see 
that  our  main  concern,  that  corresponding  title 
I  amendments  be  included,  was  ignored,  al- 
though in  some  more  technical  areas,  our  po- 
sitions were  accepted. 

Despite  the  course  of  events,  we  maintain 
our  position  on  the  need  for  conforming  title  I 
changes.  But  how  could  we  prepare  conform- 
ing amendments  or  even  comment  intelligent- 
ly on  statutory  language  thdt  was  still  being 
drafted  until  moments  before  the  conference 
agreement  was  filed?  Because  we  were  not 
part  of  the  drafting  process,  we  were  not  even 
able  to  determine  what  the  conferees  might 
have  done  that  we  would  have  opposed.  In 
short,  we  had  to  wait  until  copies  of  ttw  con- 
ference report  were  delivered  later  Saturday 
to  see  what  had  been  finally  decided,  even  in 
such  relatively  minor  areas  as  technical 
amendments  to  the  Retirement  Equity  Act. 

While  we  understand  the  importance  of  the 
tax  reform  debate  and  the  time  constraints  in- 
volved, this  does  not  in  any  way  justify  the 
denial  of  the  Committee  on  Education  and 
Labor's  ability  to  exercise  its  rightful  jurisdic- 
tion. We  were  not  trying  to  impede  the  proc- 
ess of  tax  reform,  only  to  work  within  it. 

My  objections  to  the  conference  agreement 
before  us  today  do  not  merely  reflect  a  juris- 
dictional dispute  between  two  committees.  My 
concern,  as  I  said  t)efore,  is  that  this  confer- 
ence agreement  establishes  new  rights  for 
participants  and  beneficiaries  while  failing  to 
give  them  ail  the  tools  necessary  to  enforce 
those  rights  in  a  meaningful  way.  Correspond- 
ing amendments  to  title  I  would  have  accom- 
plished that  goal  and  left  the  law  of  employee 
benefit  plans  in  a  much  less  confused  state 
that  I  think  they  will  be  after  this  conference 
agreement  is  passed. 

When  the  Committee  on  Education  and 
Labor  completes  its  analysis  of  the  changes 
made  in  the  rules  governing  employee  benefit 
plans  in  the  conference  agreement,  we  intend 
to  adopt  the  amendments  to  title  I  we  consid- 
er necessary  to  conform  title  I  to  the  changes 
made  in  the  Tax  Code  and  to  repeal  those 
changes  to  title  I  made  over  our  objections  in 
the  package  before  you  today. 

I  regret  that  such  separate  legislation  is 
necessary  but  the  unfortunate  behavior  of  the 
conferees  has  left  the  Committee  on  Educa- 
tion and  l^bor  no  other  choice.  I  hope  that  all 
of  you  who  care  about  the  integrity  of  the 
rules  and  procedures  of  the  House  and  the 
protection  of  ttie  rights  of  participants  and 
beneficiaries  will  support  our  efforts  to  pass 
such  legislation. 

I  am  most  pleased  that  the  conference 
agreement  does  not  tax  employee  benefit 
plans.  It  is  important  that  empk>yer  contribu- 
tions for  oiedical  health  insurance,  legal  serv- 
ices, day  care,  life  insurance  and  other  fringe 


benefits  remain  untaxed  to  the  employee.  Why 
these  exemptions  should  expire  in  2  years, 
however,  escapes  me. 

Finally,  the  Committee  on  Education  and 
Labor  is  grateful  that  our  colleagues  on  the 
Tax  Committees,  in  this  weighty  revenue 
measure,  took  time  out  to  define  for  all  of  us  a 
"collective-bargaining  agreement." 

Mr.  CLAY.  Madam  Speaker,  I  support  the 
statement  made  by  the  distinguished  chairman 
of  the  Committee  on  Education  and  Labor,  Mr. 
Hawkins,  about  the  employee  benefit  provi- 
sions of  H.R.  3838. 

I  am  very  pleased  that  the  conferees  have 
included  in  the  conference  agreement  many 
of  the  provisions  of  H.R.  3594,  the  Retirement 
Income  Policy  Act  of  1985,  a  bipartisan  bill 
that  I  introduced  with  my  distinguished  col- 
league from  Washington,  Mr.  Chandler.  I  ap- 
plaud the  hard  work  of  Senator  John  Heinz, 
who  introduced  the  companion  measure  in  ttie 
Senate,  that  resulted  in  including  in  H.R.  3838 
important  pension  protections  in  many  areas, 
including  vesting,  coverage,  and  integration. 

At  the  same  time,  however,  I  believe  that 
some  of  the  provisions  in  this  conference 
agreement  represent  a  set  back  for  those  of 
us  who  care  about  national  retirement  policy 
arxJ  worker  protections.  The  only  way  that  we 
can  encourage  the  growth  and  development 
of  our  voluntary  private  pension  system  is  by 
creating  a  climate  of  stability  and  certainty.  It 
is  important  that  the  njles  governing  that 
system  are  clear  and  enforceable.  The  confer- 
ence agreement  before  us  establishtes  sweep- 
ing new  rules  affecting  all  employee  benefit 
plans.  Few  are  clear;  most  are  unenforceable. 

Had  we  been  able  to  work  together  with  our 
colleagues  on  the  tax  committees  as  prom- 
ised to  shape  these  new  rules,  I  believe  we 
would  have  had  a  significantly  better  legisla- 
tive product  before  us  today.  I  deeply  regret 
that  once  again  this  opportunity  has  been  lost. 

GENERAL  LEAVE 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  ask  unanimous  consent  that 
all  Members  may  have  5  legislative 
days  in  which  to  revise  and  extend 
their  remarks  on  the  conference 
report  currently  imder  consideration. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Illinois? 

There  was  no  objection. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  such  time  as  he  may 
consume  to  the  gentleman  from  Cali- 
fornia [Mr.  Miller]. 

Mr.  MILLER  of  California.  Madam 
Speaker.  I  rise  in  support  of  the  legis- 
lation. 

Madam  Speaker,  today  I  rise  in  strong  sup- 
port of  the  Tax  Reform  Act  of  1986  [H.R. 
3838]  as  reported  by  the  House-Senate  Con- 
ference Committee. 

Over  a  year  ago,  the  House  Select  Commit- 
tee on  Children,  Youth  and  Families,  which  I 
chair,  conducted  a  hearing  that  focused  atten- 
tion on  Federal  tax  polkry  from  a  perspective 
not  often  taken  in  Congress— how  tax  polrcies 
affect  families  with  children. 

At  that  hearing  it  became  dear  that  the  tax 
system,  had  lost  touch  with  the  reality  of  the 
American  family.  It  was  a  rare  moment  of 


agreement  among  analysts  and  advocates 
from  all  viewpoints. 

The  committee,  in  a  bipartisan  manner,  pur- 
sued a  family-based  tax  reform  by  bringing  to- 
getfier  eight  of  the  best  recent  papers  on 
family  tax  issues  in  a  single  volume  entitled 
"Tax  Policy.  How  Do  Families  Fare?" 

We  then  wrote  and  released  two  additional 
staff  reports,  "A  Family  Tax  Report  Card"  and 
"A  Family  Tax  Report  Card:  Round  Two"  both 
of  which  analyzed  the  major  tax  reform  pro- 
posals t>efore  Congress  solely  from  the  per- 
spective of  how  ttiey  would  affect  American 
families. 

We  are  delighted  that  many  of  our  most 
pro-family  reform  proposals  have  been  includ- 
ed in  H.R.  3838. 

All  families  with  children — except  tfiose  with 
incomes  over  $125,000— will  have  the  amount 
of  their  personal  exemptkjn  almost  doubled 
under  the  bill.  For  each  additk>nal  family 
member,  a  greater  amount  of  family  income 
will  be  totally  exempt  from  income  taxes. 

While  this  will  help  every  family  with  chil- 
dren, it  will  be  especially  important  for  large 
families.  There  are  still  many  large  families  in 
America— 6.45  million  with  more  than  3  cfwl- 
dren.  The  tax  burdens  for  these  families  have 
increased  far  faster  than  those  of  snftall  fami- 
lies over  the  past  three  decades,  largely  be- 
cause of  the  erosion  in  the  value  of  tfie  per- 
sonal exemptK>n. 

Most  families  with  children  will  also  benefit 
from  a  greatly  increased  standard  deduction — 
again  exempting  from  Federal  income  taxes 
an  additional  $1,000  or  more  of  family  incon>e. 

The  conference  agreement  provides  a  far 
greater  percentage  of  overall  tax  reductk>n  to 
the  middle  class,  and  less  to  the  very  wealtfiy, 
than  eariier  reform  proposals.  An  analysis  t>y 
Vne  Joint  Committee  on  Taxation  shows  that, 
while  taxes  for  the  average  tax  payer  in  every 
income  class  will  t>e  reduced,  the  share  of  tfie 
total  income  tax  burden  of  all  Americans  goes 
down  for  all  income  classes  bek>w  $50,000  a 
year  under  the  bill,  but  goes  up  for  all  income 
classes  above  that  level. 

Single-parent  families— most  of  which  are 
headed  ijy  women— will  be  especially  helped 
by  a  major  adjustment  in  the  standard  deduc- 
tion contained  in  the  Tax  Reform  bill.  By  set- 
ting the  amount  of  tfie  standard  deduction 
closer  to  that  of  two-parent  families,  single- 
parent  families  will  no  longer  be  subject  to 
Federal  tax  bills  substantially  greater  than 
those  of  two-parent  families  of  the  same  size 
and  income. 

Tax  relief  for  single  parent  households  is  of 
critical  importance.  Twenty-two  percent  of  all 
U.S.  children  now  live  in  single-parent  families, 
neariy  double  the  numt)er  since  1970.  Tfie 
vast  majority  of  single-parent  families  are 
female-headed  families.  Neariy  half  of  all 
female-headed  families  with  chiMren  are  poor, 
even  tfwugh  in  neariy  half  of  these  poor  fami- 
lies, the  mother  works. 

Under  the  old  law,  however,  a  single-parent 
family  had  a  higher  effective  tax  rate  than  an 
equal-sized  one-  or  two-earner  married-couple 
family  with  the  same  income. 

Low  income  families  will  benefit  erxxrTKXJSty 
from  the  Tax  Reform  bill.  Under  cun-ent  law,  6 
million  taxpayers  bekjw  the  poverty  line  pay 
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taxes,  and  millions  of  working  poor  also  face 
very  substantial  Social  Security  payroll  taxes. 

By  increasing  ttw  personal  exemption  and 
standard  deduction,  and  t>y  expanding  the 
earned  IrKome  tax  credit  ur>der  which  low- 
income  families  receive  an  extra  credit  against 
ttieir  Federal  income  and  Social  Security 
taxes,  the  confererice  agreement  permanently 
removes  most  families  wtiose  incomes  fall 
t>elow  the  poverty  level  from  Federal  income 
tax  rolls.  Moreover,  the  vast  majority  of  impov- 
erished families  with  children  will  have  50  to 
100  percent  of  their  Social  Security  payroll  tax 
burdens  offset 

This  change  was  long  overdue.  In  1970 
there  were  3.5  million  families  with  children 
below  ttie  poverty  line.  The  numtier  reached 
5.85  million  in  1983.  Today,  one  out  of  five 
children,  and  one  out  of  two  black  children, 
live  in  poverty.  However,  using  1986  poverty 
estimates,  a  two-parent,  one-earner  family 
with  two  children,  earning  SI, 800  less  than 
the  poverty  level,  would  pay  Income  tax  under 
the  okj  law.  OtjvkHisly.  low-Income  families 
have  tt)e  least  capacity  to  pay  taxes,  and  the 
greatest  likelihood  of  being  taxed  Into  poverty. 

The  Tax  Reform  Act  also  recognizes  that 
the  American  family's  need  for  out-of-home 
cNM  care  contirujes  at  a  level  unprecedented 
in  our  history.  Some  reform  proposals  would 
have  eliminated  the  current  chlM  and  depend- 
ent care  credit  or  reduced  its  value  to  mlddle- 
and  k>w-income  families  tiy  changing  it  to  a 
deduction.  H.R.  3838  wisely  retains  the  credit 
in  it  present  form. 

This  is  k>ng  overdue,  and  this  decision  re- 
flects the  reality  of  family  life  today.  Nearly  60 
percent  of  mothers  with  children  age  3-5,  and 
50  percent  of  mothers  with  children  under  1, 
are  now  In  tfie  labor  force.  By  1 990,  there  will 
be  nearty  3  milton  more  children  under  10  in 
single-parent  households,  a  50-percent  In- 
crease sirx^e  1970.  The  Select  Committee  de- 
termined, after  a  bipartisan  nationwide  Investi- 
gatkx)  of  chiki  care,  that  "as  we  move  to- 
wards 1990,  more  families  will  need  child  care 
*  *  *  and,  tf>e  situatkin  will  worsen  unless 
parents  are  given  more  child  care  options." 

Mr.  Speaker,  the  Tax  Reform  Act  of  1986 
reflects  ttie  painstaking  craftsmanship  of 
Members  of  both  bodies  who  truly  have  heard 
the  plea  of  ttie  Amehcan  family  for  a  fairer  tax 
system. 

Tt)is  pro-family  bill  reflects  the  original  pro- 
posal of  ttie  House  Committee  on  Ways  and 
Means,  drafted  under  ttie  leadership  of  Chair- 
man RoSTENKOWSKi.  I  commend  him  for  his 
work  on  behalf  of  families.  On  the  Select 
Committee,  Representative  Pat  Schroeder, 
chair  of  ttie  task  force  on  economic  security 
and  coK:hair  of  the  women's  caucus,  was  an 
earty  and  able  leader  In  txinglng  to  our  atten- 
tkxi  the  burdens  ttie  current  Tax  Code  placed 
for  vromen  and  families. 

As  a  result  of  ttieir  efforts,  and  those  of 
many  ottier  Members  of  the  House  and 
Senate,  we  have  before  us  a  bill  that  restores 
ttie  American  family  to  the  cornerstone  of  our 
Federal  tax  system.  I  strongly  urge  my  col- 
leagues to  join  with  me  in  voting  in  favor  of 
this  timely,  fair,  and  much-needed  legislation. 

Mr.  DUNCAN.  Madam  Speaker.  I 
yield  such  time  as  he  may  consiune  to 
the    gentleman    from    Florida    [Mr. 

YOUMGl. 


Mr.  YOUNG  of  Florida.  Madam  Speaker, 
this  afternoon  I  plan  to  vote  for  this  tax  refomn 
legislatk>n,  but  with  some  trepidation. 

While  I  support  the  goal  of  tax  reform,  there 
are  some  items  In  this  legislation  which  give 
me  cause  for  concern.  With  legislation  of  this 
magnitude,  my  fear  is  that  as  it  is  implement- 
ed over  the  next  few  years  we  will  be  sur- 
prised and  concerned  by  some  of  its  unintend- 
ed effects  and  ramifications  on  certain  individ- 
uals and  businesses.  There  is  no  doubt  in  my 
mind  that  as  further  studies  and  analyses  of 
this  legislatk>n  are  completed  over  the  coming 
months,  we  will  see  the  need  for  legislation 
making  major  technical  conections  to  this  act. 

Among  my  concerns  at»out  this  legislation  is 
a  belief  that  the  conferees  may  have  gone  too 
far  in  granting  an  inordinate  number  of  transi- 
tk>n  rules  and  special  privileges.  More  than 
340  were  granted  while  thousands  of  others 
were  denied,  with  no  apparent  uniform  criteria 
to  determine  which  were  accepted. 

Another  concern  is  the  retroactivity  of  many 
portk>ns  of  this  legislation.  In  general,  I  object 
to  provlsk)ns  of  any  legislation  that  become 
effective  prior  to  that  legislation  being  signed 
into  law.  Retroactive  sections  of  this  bill  will 
have  a  serious  negative  effect  on  Federal, 
State,  and  local  government  employees  plan- 
ning to  retire  this  year. 

Other  retroactive  provisions  will  have  a  sig- 
nificant impact  on  some  businesses,  industry, 
and  the  real  estate  market. 

Despite  these  concerns,  the  number  of 
positive  provisions  associated  with  this  legisla- 
tion outweigh  the  negative.  When  fully  imple- 
mented, this  act  will  meet  the  originally  stated 
goals  of  the  tax  reform  effort,  namely  to  pro- 
vide fairness,  simplicity,  and  economic  growth. 

Individuals  and  corporations  will  no  longer 
t>e  able  to  avoid  paying  their  fair  share  of 
taxes.  The  elimination  of  many  tax  shelters 
and  a  stiff,  unescapable  minimum  tax,  will  pre- 
vent total  tax  avoidance. 

Older  Americans,  especially  those  living  on 
small,  fixed  Incomes,  will  do  tietter  under  a 
system  of  lower  tax  rates.  Many  of  those  with 
low  incomes  will  be  taken  off  the  tax  rolls  en- 
tirely. 

Families  will  fare  well  under  this  legislation 
which  Increases  the  personal  exemptions  for 
family  memt>ers  and  lowers  overall  tax  rates. 
Six  million  more  low  income  families  will  be  re- 
lieved of  their  tax  burden  entirely. 

Although  this  legislation  does  not  go  as  far 
as  I  might  have  liked  in  simplifying  the  tax 
code  and  streamlining  the  income  tax  filing 
process,  it  does  eliminate  a  large  numt)er  of 
exemptions  and  deductions  that  are  beneficial 
only  to  a  small  proportion  of  the  American  tax- 
payers. This  enables  the  majority  of  Ameri- 
cans to  pay  less  In  taxes  and  keep  more  of 
their  hard  earned  wages  and  income. 

Finally,  lower  tax  rates  and  a  deemphasis 
on  tax  avoidance  will  encourage  economic 
growth  In  our  Nation.  Consumers  will  have 
more  money  in  their  pockets  to  purchases 
goods  and  services  or  save  for  future  needs. 
Businesses  will  be  encouraged  to  pursue 
money-making  rather  than  money-losing  ven- 
tures. Economists  predict  that,  after  the  initial 
transitk>n  period  when  tax  reform  Is  imple- 
mented, there  will  t)e  an  Increase  in  American 
jobs,  lower  interest  rates,  and  a  period  of  sus- 
tained economic  growth. 


If  tax  reform  Is  to  achieve  Its  desired  goals, 
however.  Congress  must  resist  future  at- 
tempts to  reinstate  many  of  the  special  breaks 
and  shelters  which  are  to  t>e  eliminated.  We 
must  also  remain  committed  to  maintaining 
the  new,  lower  tax  rates  as  provided  for  in  this 
legislation.  We  cannot  allow  these  lower  rates 
to  be  raised  over  time  as  an  easy,  new  source 
or  revenue  for  the  Federal  Govemment. 

And  we  must  be  sensitive  to  any  unforseen 
and  unintended  effects  of  this  legislation. 
Errors  and  problems  associated  with  this  leg- 
islation should  be  studied  and  corrected  eariy 
in  the  next  Congress  to  prevent  apprehension 
and  hardship  from  having  an  adverse  Impact 
on  our  economy.  Technical  corrections  must 
be  made  but  should  not  be  the  source  for 
special  favors  or  special  interests. 

Madam  Speaker,  this  legislation  is  an  over- 
all good  faith  effort  at  tax  reform  and  simplifi- 
cation. While  there  are  some  areas  where  I 
believe  the  bill  could  t>e  improved,  the  legisla- 
tion in  general  will  benefit  the  great  majority  of 
American  taxpayers  wtK>  will  realize  a  fairer, 
simpler  tax  system  and  a  smaller  overall  tax 
bill. 

Mr.  DUNCAN.  Madam  Speaker.  I 
yield  such  time  as  he  may  consume  to 
the    gentleman    from    Pennsylvania 

[Mr.  RiTTER]. 

Mr.  RITTER.  Madam  Speaker,  I  rise 
in  strong  support  of  the  conference 
report. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  3  minutes  to  the  gen- 
tleman from  Missouri  [Mr.  Gephardt]. 

Mr.  GEPHARDT.  Madam  Speaker, 
Bart>er  Conable,  an  honored  Member 
of  this  body  who  now  has  gone  to  be 
the  head  of  the  World  Bank  used  to 
say  about  some  pieces  of  legislation, 
"There's  something  in  this  legislation 
that  everybody  can  hate." 

I  have  not  seen  a  piece  of  legislation 
like  this  one  where  there  are  so  many 
things  that  people  have  objections  to; 
but  I  understand  it,  because  it  is  a  big 
piece  of  legislation.  There  are  hun- 
dreds of  things  in  this  bill  that  you 
can  find  that  you  do  not  like.  There 
are  things  in  it  I  do  not  like,  that  I  dis- 
agree with,  and  I  have  been  talking 
about  tax  reform  with  the  gentleman 
from  New  York  [Mr.  Kemp]  and 
others  for  a  long  time. 

As  the  gentleman  from  New  York 
[Mr.  Downey]  said,  "I  think  we  have 
got  to  step  back  from  the  trees  that  we 
are  looking  at  so  closely  and  look  at 
the  forest,  and  look  at  the  good  things 
that  are  done  in  this  bill."  If  you  will 
do  that,  I  am  convinced  you  will  vote 
for  it,  because  there  are  some  very  im- 
portant good  things  that  come  out  of 
this  bill. 

First,  fairness.  It  has  got  a  minimum 
tax,  the  best  minimum  tax  we  have 
ever  had.  It  makes  me  angry,  that  250 
families  earned  over  $1  million  last 
year  and  paid  no  taxes.  It  makes  me 
angry  that  corporations  in  this  coun- 
try that  make  millions  of  dollars  get 
by   with   paying   no   taxes;   many   of 
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them  do  not  even  want  that  to  be  the 
case. 

This  bill  makes  sure  that  does  not 
happen  anymore.  It  does  g^ve  a  tax 
cut,  and  importantly  it  gives  it  to  ordi- 
nary, average  taxpayers.  It  does  not 
give  the  lion's  share  to  the  people  at 
the  top.  It  helps  people  at  the  bottom; 
6  million  people  off  the  tax  roles,  at 
the  bottom,  and  an  8-  or  a  9-percent 
tax  cut  to  people  in  the  middle,  the 
people  that  we  are  supposed  to  be  wor- 
rying so  much  about;  and  much  less 
tax  cut  to  people  at  the  top. 

Third  and  most  important,  we  would 
stop  the  trend  of  the  last  25  or  30 
years  of  every  time  we  do  a  tax  cut 
doing  it  by  giving  this  group  and  this 
individual  and  that  group  a  tax  cut,  a 
tax  loophole,  a  tax  preference,  and 
keeping  everybody's  tax  rate  up  to  pay 
for  those  individual  treatments. 

This  changes  that  whole  trend  and 
moves  us  to  a  fairer  and  simpler  Tax 
Code. 

Now  we  all  have  to  make  a  decision; 
we  have  got  to  look  at  the  good  and 
the  bad  and  decide  which  is  predomi- 
nate, which  is  the  most  important.  I 
just  ask  you  today  as  you  make  this 
vote  to  not  think  of  all  the  lobbyists 
and  all  the  representatives  who  are  le- 
gitimately here  who  have  been  talking 
to  you  for  the  last  3  weeks,  or  maybe 
the  last  3  years  about  this  tax  bill;  and 
remember  the  lobbyist  you  have  not 
seen  here  is  the  lobbyist  for  the  aver- 
age, ordinary  taxpaying  family  in  this 
country.  That  lobbyist  is  not  here. 
You  have  not  heard  from  them.  You 
are  the  lobbyist  for  that  individual, 
that  family,  and  that  family  wants  you 
to  stand  up  for  them  today  and  I  hope 
you  will. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  may  I  inquire  as  to  how 
much  time  is  remaining? 

The  SPEAKER  pro  tempore.  The 
Chair  will  inform  the  gentleman  from 
Illinois  [Mr.  RostenkowskiI  that  he 
has  7  minutes  remaining,  the  gentle- 
man from  Tennessee  [Mr.  Duncan] 
has  11  minutes  remaining,  and  the 
gentleman  from  Texas  [Mr.  Archer] 
has  7  minutes  remaining. 


CALL  OF  THE  HOUSE 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  move  a  call  of  the  House. 

A  call  of  the  House  was  ordered. 

The  call  was  taken  by  electronic 
device,  and  the  following  Members  re- 
sponded to  their  names: 

[Roll  No.  411] 


Abercrombie 

Ackerman 

Akaka 

Alexander 

Anderson 

Annunzio 

Anthony 

Archer 

Armey 

Aspin 

Atkins 

AuCoin 


Badham 

Barnard 

Bartlett 

Barton 

Bateman 

Bates 

Bedell 

Beilenson 

Bennett 

Bentley 

Bereuter 

Berman 


Bevill 

Biaggi 

Bilirakis 

Bliley 

Boehlert 

Boggs 

Boland 

Boner  (TN) 

Bonior  (MI) 

Borski 

Bosco 

Boucher 


Boulter 

Boxer 

Breaux 

Brooks 

Broomfield 

Brown  (CA) 

Brown  (CO) 

Bruce 

Bryant 

Burton  (IN) 

Bustamante 

Byron 

Callahan 

Campbell 

Carper 

Carr 

Chandler 

Chapman 

Chappell 

Chappie 

Cheney 

Clay 

Clinger 

Coats 

Cobey 

Coble 

Coelho 

Coleman  (MO) 

Coleman  (TX) 

Collins 

Combest 

Conte 

Conyers 

Cooper 

Coughlin 

Courier 

Coyne 

Craig 

Crane 

Crockett 

Daniel 

Dannemeyer 

Darden 

Daschle 

Daub 

Davis 

de  la  Garza 

DeLay 

Dellums 

Derrick 

DcWine 

Dickinson 

Dicks 

Dingell 

DioGuardi 

Dixon 

Donnelly 

Dorgan  (ND) 

Dornan  (CA) 

Dowdy 

Downey 

Dreier 

Duncan 

Durbin 

Dwyer 

Dymally 

Dyson 

Early 

Eckart  (OH) 

Eckert(NY) 

Edgar 

Edwards  (CA) 

Emerson 

English 

Erdreich 

Evans  (lA) 

Evans  (ID 

Pascell 

Pawell 

Fazio 

Feighan 

Fiedler 

Fields 

Fish 

Flippo 

Florio 

Foglietta 

Foley 

Ford  (MI) 

Ford  (TN) 

Fowler 

Franklin 

Frenzel 

Fuqua 

Gallo 

Garcia 


Gaydos 

Gejdenson 

Gekas 

Gephardt 

Gibbons 

Oilman 

Gingrich 

Glickman 

Gonzalez 

Goodling 

Gordon 

Gradison 

Gray  (ID 

Gray  (PA) 

Green 

Gregg 

Guarini 

Gunderson 

Hall  (OH) 

Hall.  Ralph 

Hamilton 

Hammerschmidt 

Hansen 

Hartnett 

Hatcher 

Hawkins 

Hayes 

Hefner 

Hendon 

Henry 

Hertel 

Hiler 

Hillis 

Holt 

Hopkins 

Horlon 

Howard 

Hoyer 

Hubbard 

Huckaby 

Hughes 

Hunter 

Hutto 

Hyde 

Ireland 

Jacobs 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 

Jones  (OK) 

Jones  (TN) 

Kanjorski 

Kaptur 

Kasich 

Kastenmeier 

Kemp 

Kermelly 

Kildee 

Kindness 

Kleczka 

Kolbe 

Kolter 

Kostmayer 

Kramer 

LaFalce 

Lagomarsino 

Lantos 

LatU 

Leach  (lA) 

Leath  (TX) 

Lehman  (CA) 

Lehman  (PL) 

Leland 

Lent 

Levin  (MI) 

Levine  (CA) 

Lewis  (CA) 

Lewis  (FD 

Lightfoot 

Lipinski 

Livingston 

Loeffler 

Long 

Lott 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

Lungren 

Mack 

MacKay 

Madigan 

Man  ton 

Markey 


Marlenee 

Martin  (ID 

Martin  (NY) 

Martinez 

Matsui 

Mavroules 

MazzoU 

McCain 

McCandless 

McCloskey 

McCoUum 

McCurdy 

McDade 

McEwen 

McGrath 

McHugh 

McKeman 

McKinney 

McMillan 

Meyers 

Mica 

Michel 

Miller  (CA) 

Miller  (OH) 

Miller  (WA) 

Mineta 

Mitchell 

Moakley 

Molinari 

MoUohan 

Monson 

Montgomery 

Moody 

Moore 

Moorhead 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Murtha 

Myers 

Natcher 

Nielson 

Nowak 

Oakar 

Oberstar 

Obey 

Olm 

Ortiz 

Owens 

Oxley 

Packard 

Panetta 

Parris 

Pashayan 

Pejise 

Penny 

Pepper 

Perkins 

Petri 

Pickle 

Porter 

Price 

Pursell 

Quillen 

Rahall 

Rangel 

Ray 

Regula 

Reid 

Richardson 

Ritter 

Roberts 

Robinson 

Roe 

Roemer 

Rogers 

Rose 

Rostenkowski 

Roth 

Roukema 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Rudd 

Russo 

Sabo 

Savage 

Sax  ton 

Schaefer 

Scheuer 

Schneider 

Schroeder 

Schuette 

Schulze 

Schumer 

Seiberling 


Sensenbrenner 

Sharp 

Shaw 

Shelby 

Shumway 

Sikorski 

Siljander 

Sisisky 

Skeen 

Skelton 

Slattery 

Slaughter 

Smith  (FD 

Smith  (lA) 

Smith  (NE) 

Smith  (NJ) 

Smith.  Deimy 

(OR) 
Smith.  Robert 

(NH) 
Smith.  Robert 

(OR) 
Snowe 
Snyder 
Solarz 
Solomon 
Spence 
Spratt 
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staggers 

StaUings 

Stangeland 

stark 

Stenholm 

Strang 

Stratton 

Studds 

Stump 

Sundquist 

Sweeney 

Swift 

Swindall 

Synar 

Tallon 

Tauke 

Tauzin 

Taylor 

Thomas  (CA) 

Thomas  (GA) 

Torres 

Torricelli 

Towns 

Traficant 

Traxler 

Valentine 

Vander  Jagt 

Vento 

Visclosky 


VoUuner 

Vucanovich 

Walgren 

Walker 

Watkins 

Weaver 

Weber 

Weiss 

Wheat 

Whitehurst 

Whitley 

Whittaker 

Whitten 

Wilson 

Wlrth 

Wise 

Wolf 

Wolpe 

Wortley 

Wright 

Wyden 

Wylle 

Yates 

Yatron 

Young  (AK) 

Young (PL) 

Young  (MO) 

Zschau 


D  1505 

The  SPEAKER  pro  tempore.  (Mrs. 
Long).  On  this  rollcall.  407  Members 
have  recorded  their  presence  by  elec- 
tronic device,  a  quorum. 

Under  the  rule,  further  proceedings 
under  the  call  were  dispensed  with. 


CONFERENCE  REPORT  ON  H.R. 
3838.  TAX  REFORM  ACT  OF  1986 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Tennessee  [Mr. 
DocAN]  is  recognized. 

Mr.  DUNCAN.  Madam  Speaker,  I 
am  pleased  to  yield  4  minutes  to  the 
distinguished  minority  leader,  the  gen- 
tleman from  Illinois  [Mr.  Michel]. 

Mr.  NIELSON  of  Utah.  Madam 
Speaker,  will  the  gentleman  yield? 

Mr.  MICHEL.  I  yield  to  the  gentle- 
man from  Utah. 

Mr.  NIELSON  of  Utah.  Madam  Speaker,  the 
thought  of  passing  a  major  overhaul  of  the 
present  Tax  Code  Is  exciting.  It  is  exciting  be- 
cause there  has  been  no  significant  revision 
of  the  present  Tax  Code  since  1954.  The 
Code  is  complex,  archaic,  and  unfair.  Every- 
one agrees  that  it  needs  drastic  improvenr>ents 
but  everyone  predicted  that  a  major  reform 
could  never  be  accomplished  t>ecause  those 
receiving  the  benefit  of  special  loopholes  in 
current  law  would  be  too  vocal  and  would 
work  against  the  best  interests  of  the  common 
good  in  order  to  protect  their  limited  advan- 
tages. 

N(}w  we  are  krKx:klng  at  the  door  of  a  his- 
toric achievement  that  will  dramatically  lower 
individual  and  corporate  tax  rates  and  provide 
some  simplification.  Everyone  wtw  has 
worked  so  hard  and  ignored  the  many  Cas- 
sandra's along  the  way  should  t)e  commerxj- 
ed. 

However,  in  our  zeal  to  show  (sur  constitu- 
tents— just  before  election  time — that  Con- 
gress can  achieve  consensus  on  more  than 
"commemoratives"  let's  not  forget  about  one 
important  objective  of  tax  reform — fairr^ess. 

One  of  the  five  specific  tests  statad  by 
President  Reagan  last  December  that  he  felt 
must  be  met  in  a  tax  reform  bill  was  "effective 
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dates  wtiich  erase  doubt  and  apprehension  in 
the  mirKls  of  those  wtw  must  t>egin  now  to 
ptan  for  1966  Investnients."  In  my  opinion, 
nothing  could  be  done  to  put  more  doubt  and 
apprehension  Into  the  minds  of  those  planning 
investments  ttian  to  Include  retroactive  dates 
for  some  of  tt>e  proposed  changes.  Business- 
es afKJ  families  planning  for  the  future  will  be 
confused  and  unsure.  Such  a  change  would 
reduce  confidence  in  tfie  Integrity  of  Congress 
to  keep  its  promises  and  this  could  negatively 
affect  long-term  Investment. 

One  of  my  constituents  put  It  best  when  he 
wrote: 

I  twlleve  retroactivity  is  a  breach  of  faith. 
I  invested  in  tax  incentive  investments  that 
vere  encouraged  by  income  tax  laws  exist- 
ing when  I  made  my  investment.  The  provi- 
sions fostering  those  investments  did  not 
l>ecome  law  through  caprice  or  inadvert- 
ence. They  were  adopted  because  Congress 
believed  they  would  advance  a  national  pur- 
pose. Retroactive  dates  would  force  a 
change  of  horses  in  mid-stream  and  unfairly 
penalize  investors  who  invested  in  goodfaith 
reliance  on  existing  tax  law. 

Madam  Speaker,  I  agree  that  we  should  not 
break  past  commitments.  I  would  hope  that 
we  can  still  correct  the  Inequitable  portions  of 
this  tax  reform  effort.  It  is  a  matter  of  fairness. 
Those  corporations  large  enough  and  influen- 
tial enough  were  taken  care  of  in  the  transi- 
tk>nal  rules.  Now  lets  help  our  smaller  friends. 

Mr.  MICHEL.  Madam  Speaker,  I  will 
not  be  long,  but  I  have  a  few  things  I 
ought  to  say  as  we  wrap  up  this  very 
historic  debate.  It  has  been  a  long  trek 
to  get  us  where  we  are  today.  Tax 
reform  has  been  talked  about  for 
years.  I  recall  President  Carter  raised 
the  issue  with  the  three-martini  lunch, 
but  then  we  never  got  around  to  even 
serving  the  lunch  as  far  as  doing  any- 
thing significant  about  tax  reform. 
President  Reagan  made  it  a  center- 
piece of  his  legislative  program.  And  I 
have  to  compliment  some  of  our  own 
Members  like  Jack  Kemp  and  Dick 
GiTHAROT  and  others  who  were  very 
much  in  the  forefront  of  this  whole 
issue  of  tax  reform. 

Because  tax  bills  must  originate  in 
the  House  of  Representatives,  it  was 
up  to  a  Democratic-controlled  House 
and  Chairman  Rostenkowski  to  take 
the  President's  initiative  then  and 
move  it  through  this  body. 

I  guess  it  has  been  no  secret  that  I 
have  been  unhappy  at  times  with  the 
ratio  of  the  Ways  and  Means  Commit- 
tee where  we  are  short  changed  and 
short  circuited  from  time  to  time  on 
our  side.  Maybe  that  is  why  some  of 
the  frustration  boils  out  over  here  by 
some  of  our  very  hard-working  Mem- 
bers and  manifested  itself  as  it  did 
during  the  course  of  this  debate. 

I  was  opposed  to  the  bill  that  origi- 
nally passed  this  House  of  Representa- 
tives, as  did  most  of  the  Members  on 
this  side,  simply  because  we  did  not 
think  it  fit  the  mold  of  what  we  per- 
ceived to  be  tax  reform.  Subsequently, 
the  other  body  worked  its  will,  and 
then  there  was  an  improvement,  I 
thought,  in  that  measure  passed  over 


in  the  other  body.  Then  there  was  the 
torturous  task  of  reconciling  the  meas- 
ures passed  by  both  Houses.  Our  vote 
today  is  on  the  product  of  that  confer- 
ence, and  we  carmot  all  get  everything 
we  want  in  a  conference  of  this  kind. 
Heaven  only  knows,  in  a  small  seg- 
ment on  this  side  we  would  have  24  or 
25  different  views  in  this  section  here 
or  there.  We  all  have  our  druthers 
about  this  particular  piece  of  legisla- 
tion. 

Each  of  us  can  find  something  to 
fault.  And  I  do  not  want  to  see  all  the 
lal>or  that  has  gone  into  this  product 
go  down  the  drain  on  a  procedural 
motion  to  recommit. 

I  guess  it  is  no  secret  to  Members  of 
this  body  that  I  have  been  somewhat 
ambivalent  and  flexible  on  where  I 
was  going  to  be  coming  down  from  my 
feet  planted  in  midair  earlier  on  this 
particular  issue,  but  that  is  the  lead- 
er's prerogative.  If  we  sense  and  have 
the  good  sense  to  look  ahead  at  what 
we  may  or  may  not  have  to  do  in  a 
given  situation,  that  is  what  leader- 
ship is  all  about. 

Some  of  my  dear  friends  and  re- 
spected colleagues,  particularly  on  my 
side  of  the  aisle,  have  opposed  this 
conference  report  and  made  very  elo- 
quent points  here,  one  after  another, 
why  they  take  the  position  they  do  in 
opposition  to  the  conference  report. 
They  made  their  cases  well.  "They 
know  their  subject  well.  They  have 
worked  hard  and  long.  I  know  they 
would  have  preferred  to  have  one  last 
effort  to  amend  the  conference  report 
with  a  motion  to  recommit  with  in- 
structions. Since  that  motion  is  re- 
served to  the  minority.  I  felt  as  the 
leader  of  the  minority  that  we  ought 
to  have  a  straight  motion  to  assure  the 
President,  the  American  people,  and 
all  the  Members  of  this  House  that  we 
would  have  a  straight  up  or  down  vote 
today  on  this  package.  To  do  other- 
wise, in  my  opinion,  would  have  really 
jeopardized  the  passage  of  tax  reform 
legislation  in  this  Congress. 

We  are  not  concerned  here  today 
with  only  that  motion  to  recommit  to 
our  normal  House  committee.  We  are 
talking  about  recommittal  of  a  confer- 
ence report  that  not  only  takes  us  into 
account,  but  those  Members  over  in 
the  other  body.  And  all  that  argument 
and  debate  that  went  on  on  how  you 
put  together  this  very  delicate  pack- 
age, and  you  know  how  long  it  took 
with  all  the  hemming  and  hawing, 
giving  and  taking,  and  all  the  views 
that  had  to  be  reconciled,  how  could 
we  recommit  this  bill  today  and  expect 
that  to  be  done  before  October  3  or  10 
or  whatever?  I  just  do  not  see  it  in  the 
cards.  And  if  it  should  go  down  the 
tube  after  all  the  work  that  has  gone 
into  this  thing  to  bring  us  to  this 
point,  my  friends,  I  have  to  tell  you 
that  I  have  now  got  my  feet  planted 
firmly  on  this  floor  today  urging  each 
and  every  one  of  you  to  vote  against 


the  motion  to  recommit  and  vote  for 
the  bill  on  final  passage. 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  California  [Mr. 
Fazio]. 

Mr.  FAZIO.  Madam  Speaker,  I  rise 
in  opposition  to  the  bill. 

Madam  Speaker,  as  a  long-time  advocate  of 
tax  reform  I  rise  In  reluctant  but  firm  opposi- 
tion to  this  bill. 

In  1981  President  Reagan,  flushed  with 
electoral  success,  presented  the  Congress  a 
large  and  comprehensive  tax  package.  This 
was  the  bill  which  would  purportedly  cut  the 
deficit  by  lowering  taxes  and  sparking  an  un- 
precedented t}oom.  This  was  the  measure 
billed  as  the  savior  of  all  our  economy's  woes. 

Large  corporate  interests  and  wealthy  Indi- 
viduals, in  Ronald  Reagan's  Budget  Director's 
words,  "fed  at  the  trough"  that  summer  of 
1981.  Billions  were  given  away  In  loopholes 
and  special  privileges  to  just  the  few.  Then 
the  administration  did  not  speak  of  the  middle 
class.  Indeed  we  now  know  due  to  David 
Stockman's  conversations  with  the  Atlantic 
magazine,  that  In  private  the  administration 
spoke  of  trickle  down. 

Things  did  not  turn  out  quite  as  the  advo- 
cates of  that  tax  program  said  they  would  that 
heady  summer  5  years  ago.  Today,  largely 
due  to  the  1981  tax  bill  we  are  running  annual 
deficits  in  excess  of  $200  billion. 

When  President  Reagan  came  into  office 
the  deficit,  which  he  vllllfled,  ran  Into  the  red 
to  the  tune  of  $78  billion.  The  tax  cut  com- 
bined with  massive  Increases  In  defense 
spending  have  wreaked  fiscal  ruin  upon  this 
country.  I  won't  dredge  up  those  Republicans 
who  warned  us  this  program  was  fatally 
flawed,  we  all  know  how  Senator  l-loward 
Baker  and  now  Vice  President  George  Bush 
felt  about  the  program  during  the  1980  cam- 
paign. 

This  massive  deficit  is  not  a  temporary  in- 
strument to  moderate  a  negative  business 
cycle,  as  deficits  were  used  in  the  past.  No; 
this  deficit  is  with  us  In  good  times  as  well  as 
bad,  this  is  a  deficit  that  Is  structurally  becom- 
ing part  of  our  economy  as  a  cancer  takes 
over  a  body.  It  is  destroying  American  com- 
petitiveness as  the  other  deficit,  our  trade  def- 
icit, mounts  month  after  month.  These  trade 
statistics  mask  the  pain  of  industries  shutting 
down,  jobs  lost,  and  communities  dying.  But 
the  deficit  numbers,  both  fiscal  and  trade 
mount  year  after  year. 

To  finance  the  Reagan  deficit  the  U.S.  Gov- 
ernment had  to  bon-Qw  so  much  money  that 
domestic  sources  no  longer  are  adequate. 
Thus,  increasingly  our  debt  Is  being  held  by 
foreign  nations.  Last  year,  for  the  first  time 
since  World  War  I,  the  United  States  became 
a  debtor  nation. 

The  concerns  over  the  deficit  became  so 
widespread  that  Congress  was  willing  to  tum 
its  power  to  unelected  officials  In  the  Gramm- 
Rudman-Holllngs  legislation.  And  still  the  defi- 
cit rises.  The  quick  fix,  the  legislative  mecha- 
nism Is  not  enough  to  repair  the  damage  done 
by  that  spree  of  hubris  which  this  administra- 
tion visited  upon  us  In  1981. 

So  we  stand  today  facing  the  most  impor- 
tant Issue  of  our  time,  the  Federal  Govem- 
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merit's  deficit.  Yet,  this  bill  does  nothing  to  ad- 
dress that  issue,  indeed  with  the  Presidential 
demand  that  it  be  revenue  neutral  it  deliber- 
ately ducks  the  crucial  question.  In  exchange 
for  removing  the  tax  giveaways  of  1981  which 
created  this  fiscal  quagmire  we  are  asked  to 
further  raid  the  Treasury  by  lowering  the  rates 
of  the  truly  wealthy  and  provide  thinly  veiled 
payments;  $10  billion  In  the  form  of  "transition 
rules"  to  the  few  and  very  special  interests. 
We  in  fact,  imbed  this  deficit  politically  and 
ecorramically  at  the  same  time. 

In  order  to  keep  the  bill  revenue  neutral  and 
reduce  rates  a  number  of  the  changes  in  the 
Tax  Code  were  made  retroactive.  Thus,  a 
number  of  investors  who  relied  on  the  present 
law  will  find  they  will  be  penalized  by  those 
decisions.  One  of  the  most  egregious  exam- 
ples of  this  retroactive  policy  is  the  change  in 
the  taxation  of  those  who  contribute  to  their 
own  pensions.  This  accounting  gimmick, 
which  will  bring  in  $9  billion  In  the  first  5  years 
will  lose  $9  billion  in  the  following  5  years. 

We  are  told  that  the  special  interests  must 
have  their  time  to  adjust,  which  means  they 
get  more  tax  breaks  while  once  again  the 
working  men  and  women  of  this  country  pay 
their  fair  share  of  taxes  and  watch  the  deficit 
grow  larger.  I  have  read  many  articles  and  edi- 
torials saying  this  trade  off  is  the  price  to 
enact  the  bill,  well,  if  so  it's  a  price  I  cannot 
pay. 

Let's  look  to  the  future,  not  the  distant 
future,  but  the  immediate  future  that  looms 
before  us  next  fiscal  year.  We  have  Gramm- 
Rudman-Hollings  mandating  a  deficit  target  of 
$108  billion.  This  tax  bill,  in  the  name  of  reve- 
nue neutrality,  will  cause  us  a  loss  of  $15  to 
$20  billion  in  revenues.  What  this  means  is 
that  spending  will  have  to  be  cut  some  $80 
billion  or  perhaps  more  with  a  sluggish  econo- 
my. 

This  year  the  Congress,  alone  without  any 
assistance  from  the  White  House,  met  the  test 
by  freezing  the  budget.  We  took  the  hard 
choices  and  stopped  the  increases  in  the  do- 
mestic and  the  defense  programs,  but  every- 
one on  this  floor  knows  that  we've  completely 
run  out  of  running  room  on  deficit  reduction 
without  revenues. 

Because  of  this  bill's  tax  losses  next  year, 
those  wtK)  value  our  domestic  programs 
should  be  appalled.  If  we  follow  Gramm- 
Rudman-Hollings  guidelines  next  year,  50  per- 
cent cuts  will  come  from  the  domestic  side 
and  50  percent  cuts  will  come  from  the  de- 
fense side.  And  they  will  be  deep  cuts— cuts 
into  the  bone. 

On  the  domestic  side  of  the  ledger  this  will 
result  in  cuts  for  dmg  enforcement,  the  FBI, 
airiine  safety,  education,  mass  transit,  high- 
way. Coast  Guard,  environmental  protection, 
infrastructure  development,  and  nutrition.  And 
the  list  goes  on  and  on. 

On  the  defense  skle  of  the  ledger  this  will 
result  in  cuts  for  all  the  services.  More  impor- 
tantly personnel,  readiness,  and  our  conven- 
tk>nal  forces  which  bear  the  brunt  of  these 
cuts. 

If  we  were  to  view  this  bill  in  splendid  Isola- 
tion there  would  be  much  to  commend  it.  Get- 
ting the  poor  off  the  tax  rolls  has  been  long 
overdo.  Removing  the  excesses  of  Reagan's 
1981  tax  bill  is  a  fiscal  necessity.  A  multitude 
of  unwarranted  tax  shelters  which  have  over 


the  years  have  been  put  into  the  code  should 
be  removed.  A  decent  minimum  corporate  tax 
has  been  enacted. 

But  we  cannot  look  at  this  bill  in  isolation. 
We  have  to  look  at  it  in  the  context  of  our 
overall  economic  situation.  Today  we  speak  of 
tax  reform,  and  revenue  neutrality,  but  in  ttie 
wings  there  are  those  who  speak  of  excise 
taxes,  value-added  taxes,  and  Import  fees.  All 
of  these  are  Inflationary  and  regressive  meas- 
ures, which  when  we  combine  tf>em  with  the 
lower  top  rates  produce  the  opposite  of  pro- 
gressive tax  reform. 

We  all  want  tax  reform  and  this  bill  contains 
some.  Yet,  with  the  deficit  hanging  over  us 
and  this  bill  making  a  sizable  addition — direct- 
ly and  indirectly— to  that  problem  I  cannot 
vote  "aye." 

Mr.  ARCHER.  Madam  Speaker,  I 
yield  myself  the  balance  of  my  time. 

Miulam  Speaker,  we  have  discussed 
this  bill  now  for  over  a  week  in  signifi- 
cant detail.  The  document  is  here,  all 
2,000  pages  of  it.  We  still  do  not  know 
all  that  is  in  it,  but  we  must  vote  on  it 
in  a  very  short  period  of  time. 
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It  has  been  said  by  our  chairman, 
and  I  agree  wholeheartedly,  that  one 
of  the  most  important  things  to  this 
coimtry  is  certainty  in  the  Tax  Code. 
Yet,  the  only  certain  thing  about  this 
bill  is- that  it  is  not  the  end  of  the  tax 
revision,  massive  tax  revision  for  this 
country. 

It  can  either  come  by  making 
changes  knowledgeably  through  a 
motion  to  recommit  and  having  the 
conference  report  back  a  bill  to  us  in 
the  time  remaining  in  this  session, 
which  is  certainly  doable  with  the  mo- 
mentimi  that  is  behind  this  program. 
If  not,  it  will  certainly  require  a  tax 
repair  bill  in  the  next  Congress. 

Allan  Greenspan  said,  when  testify- 
ing before  the  Joint  Economic  Com- 
mittee, that  "there  are  20  major  prob- 
lems in  this  bill.  The  difficulty  is,  we 
do  not  know  what  they  are."  We  do 
know  what  many  of  them  are  because 
we  have  discussed  them  and  debated 
them. 

Some  have  said,  "We  know  this  is  a 
gamble.  We  accept  the  gamble."  What 
are  the  chances  of  gain  compared  to 
the  risk  of  loss?  Should  we  gamble 
with  jobs  and  the  competitiveness  of 
Americans?  Should  we  gamble  with 
real  estate  values  and  with  our  finan- 
cial institutions?  Should  we  make  that 
gamble  when  we  do  not  have  to?  When 
retroactivity  could  be  removed.  When 
the  entire  rate  structure  could  be 
phased  in  over  a  period  of  time  so  that 
we  would  not  have  this  dramatic, 
"fruit  basket  turnover"  of  the  entire 
Tax  Code  so  precipitously. 

Some  today  have  said,  "We  are  going 
to  get  a  lot  of  growth  out  of  this."  The 
economists  of  various  schools  of  eco- 
nomic persuasion  that  testified  before 
the  Joint  Economic  Committee  did  not 
say  that.  They  said  that  in  the  short 
term,  it  would  be  negative.  They  said. 


"Yes.  it  might  be  OK  In  the  long 
term."  I  submit  to  you,  my  colleagues, 
there  will  be  no  longer  term  under  this 
bill.  Any  one  of  you  who  thinks  this 
language  wiU  exist  for  10  years  as  the 
tax  law  of  this  coimtry  certainly  does 
not  face  the  reality  of  what  is  ahead. 

I  do  not  Ijelieve  anyone  does.  So  the 
long  term  is  really  not  in  question;  it  is 
the  short  term  that  is  in  question.  We 
said  it  has  to  be  revenue-neutral. 
What  about  budget  neutrality?  What 
about  the  pressures  on  the  spending 
bills  that  all  of  us  are  going  to  have  to 
face  when  the  tax  incentives  are  no 
longer  there?  Oh,  yes,  we  should  get 
rid  of  many  of  these  tax  shelters,  but 
when  we  reduce  the  incentives  for  low 
income  housing,  we  are  going  to  be 
pressured  to  spend  more  money 
through  appropriations  to  HUD,  no 
question,  this  bill  will  strain  the 
budget  of  this  country  and  magnify 
the  deficits. 

I  am  sorry  to  say  that  I  think  the 
process  has  been  mesmerized  by  the 
tax  tables  without  adequate  thought 
to  economic  impact  and  the  effect  on 
the  budget.  I  do  not  think  it  is  special 
interest  to  talk  about  the  principle 
that  all  State  and  local  taxes  should 
be  treated  equally  as  a  deductable 
item.  Maybe  that  is  "special  interest" 
to  some  of  you.  Perhaps  you  think 
that  is  the  type  of  issue  that  lobbyists 
come  to  talk  about.  I  think  it  is  just 
plain  fairness. 

Maybe  you  think  it  is  special  interest 
to  ask  that  the  Grovemment  not  vio- 
late its  word  which  it  gave  in  the  1981 
tax  bill,  through  the  retroactive  provi- 
sions that  are  in  this  bill.  A  constitu- 
ent of  mine  wrote  to  me  and  said,  "I 
teach  my  children  to  keep  their  word, 
that  that  is  the  most  fimdamental 
thing  in  this  coimtry."  Now  you,  the 
Government,  have  set  the  precedent 
of  violating  your  word  for  all  Ameri- 
cans to  see.  The  resulting  uncertainty 
in  the  minds  of  those  who  have  to 
make  decisions  on  the  law  in  the 
future  is  certainly  going  to  be  an  un- 
settling one. 

I  do  not  think  it  is  special  interest  to 
talk  about  savings  incentives.  I  do  not 
think  it  is  special  interest  to  talk 
about  simplification.  Not  a  proponent 
of  this  bill  today  said  this  is  simple 
and  it  is  not.  We  all  know  that  now. 

There  is  another  overall  consider- 
ation that  I  am  terribly  concerned 
about.  I  have  studied  the  tax  code  of 
the  country  of  Mexico,  and  this  bill 
moves  right  in  that  direction.  For  30 
years  Mexico  has  compartmentalized 
all  of  its  income  so  that  you  could  not 
charge  off  one  thing  against  another 
kind  of  income.  If  you  think  it  has 
worked  well  for  Mexico.  I  encourage 
you  to  vote  for  this  bill. 

Perhaps  more  importantly,  to  me, 
the  American  dream  is  the  ability  of 
the  individual  who  does  not  have  fi- 
nancial resources  to  climb  the  ladder 
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and  compete  with  the  one  who  does.  It 
troubles  me  that  the  person  who  has 
already  accbmulated  large  financial 
resources  has  the  ability  to  rearrange 
his  investments  so  that  he  can  deduct 
his  interest  by  creating  interest 
income  to  deduct  it  against.  He  can 
deduct  his  passive  losses  by  creating 
passive  income.  The  man  and/or 
woman  who  wants  to  struggle  up  the 
ladder  cannot  compete  on  a  level  play- 
ing field  because  they  cannot  deduct 
their  interest  and  they  cannot  deduct 
your  passive  losses  in  the  way  the  one 
who  already  has  it  made  can. 

Then  look  at  the  corporate  struc- 
ture. Some  have  said,  "Gee,  this  is 
going  to  be  wonderful  because  the 
rates  are  reduced."  But  the  rate  reduc- 
tion, according  to  all  of  the  economists 
that  testified  before  the  Joint  Eco- 
nomic Committee,  favors  old  capital 
investments  over  new  capital.  But  you 
cannot  get  any  more  production  out  of 
old  capital. 

Bill  Archer  is  not  saying  this;  it 
comes  from  economists  from  across 
this  country.  The  incentives  are  not 
going  to  be  there  for  job  creation  in 
the  future.  We  are  talcing  a  very,  very 
great  risk  with  the  economy  in  which 
we  all  have  a  stake.  Not  special  inter- 
ests of  one  form  or  another,  but  all 
Americans.  That  jeopardy  does  not 
have  to  be  endured  because  there  is 
another  way  out. 

The  motion  to  recommit  will  not  kill 
this  bill.  This  process  will  go  forward. 
The  current  code  needs  to  be  re- 
formed. It  needs  it  desperately,  and  it 
will  be  reformed.  But  we  can  do  it 
better  and  we  can  eliminate  the  risk  to 
the  economy,  to  savings  incentives,  to 
Jobs  for  Americans,  to  taxation  of  the 
elderly  and  blind,  and  we  can  create  a 
good  tax  reform,  a  real  tax  reform  bill. 
Vote  for  the  motion  to  recommit. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Virginia  [Mr. 
Blilet]. 

Mr.  BLILEY.  I  thank  the  gentleman  for  yield- 
ing time  to  me. 

Madam  Speaker,  the  conference  report  on 
H.R.  3838,  the  Tax  Reform  Act  of  1985.  is  a 
complicated  document  which  tfie  Members 
have  not  had  an  opportunity  to  study  in  detail. 
K  is  also  a  document  whose  short-  and  kmg- 
range  effects  on  ttie  American  taxpayer  and 
the  An)erican  economy  cannot  t>e  known  in 
advance. 

Quite  frankly,  I  do  not  like  voting  on  such  an 
important  and  far-reaching  piece  of  legislation 
without  adequate  time  to  look  at  all  of  ttie  de- 
tails and  the  implications  of  tfiose  details.  I  do 
not  feel  comfortable  with  this  situation  for 
myself  and  on  behalf  of  my  constituents  who 
will  have  to  live  with  tt)is  law  for  the  foreseea- 
ble future.  After  all,  it  has  been  40  years  since 
the  last  major  overhaul  of  tfie  Tax  Ck>de. 

Of  course.  Madam  Speaker,  I  shoukj  be 
used  to  this  type  of  procedure  by  now  be- 
cause in  tfw  6  years  that  I  have  been  a 
Member  of  tfiis  body  we  have  voted  on  four 
tax  bHIs  arxf  the  most  time  we  have  ever  been 


given  to  look  at  the  bill  twfore  votir)g  on  it  was 
the  three  days  provkied  in  this  instaiKe.  When 
I  go  home  to  my  constituents  and  try  to  ex- 
plain this  fact  to  them  they  are  aghast.  In  fact 
they  chastise  me  and  say  things  like  "you  are 
a  Congressman.  You  should  refuse  to  vote  on 
something  like  this  under  those  circum- 
stances." Now  I  happen  to  agree  with  them, 
but  I  am  also  a  Memt>er  of  the  House  and  I 
am  familiar  with  the  way  things  are  done  here. 
I  do  not  like  it— I  simply  have  to  live  with  it  as 
part  of  being  In  tfie  minority.  To  quote  an  oki 
saying,  "Laws  and  sausages  are  two  things 
ttiat  you  do  not  want  to  see  being  made." 
That  goes  triple  for  tax  laws. 

The  mention  of  the  four  tax  bills  I  have  had 
to  vote  on  in  the  past  6  years  brings  me  to 
anotfier  point.  When  are  we  ever  going  to  let 
the  dust  settle  and  allow  the  people  and  busi- 
nesses of  this  great  Natkjn  to  deal  with  one 
Tax  Code  for  a  reasonable  length  of  time? 
Almost  every  year  we  are  tinkering  and  chang- 
ing things  so  that  no  one  knows  what  the 
rules  are  or  how  to  deal  with  them.  We  pass 
something  like  contemporaneous  recordkeep- 
ing or  withholding  on  interest-bearing  ac- 
counts and  within  months  we  are  back  with  a 
bill  to  change  it  again  because  we  learn  that  it 
was  a  mistake  in  the  first  place.  Then  some- 
how atx}ut  500  pages  of  new  laws  get  added 
on  to  a  "technical  correctksns"  bill  and  there 
we  go  again  having  to  vote  on  a  major  tax  bill. 
I  do  not  like  it.  My  constituents  do  not  like  it 
and  the  economc  well-being  of  our  country 
demands  that  we  stop  it.  At  least  we  should 
stop  it  after  we  try  to  clean  up  this  bill  next 
year.  I  say  that  advisedly  because  there  are  a 
number  of  provisions  in  this  bill  which  trouble 
and  worry  me  greatly. 

Madam  Speaker,  I  will  announce  to  the 
House  my  intention  to  vote  in  favor  of  this  bill 
on  final  passage.  I  have  listened  to  my  con- 
stituents' concerns  and  I  have  listened  to  the 
experts.  I  have  carefully  read  every  letter  that 
I  have  received  on  what  I  should  do  on  this 
bill  and  I  can  tell  you  ttiat  I  received  several 
hundred  in  all.  My  concluskin  is  that  the  good 
provisions  contained  in  this  bill  outweigh  the 
bad  provisions.  The  long-term  effects  of  pass- 
ing the  conference  report  will  help  the  econo- 
my and  most  individuals. 

I  firmly  believe  that  if  we  vote  this  bill  down 
that  the  issue  of  tax  reform  will  t>e  dead.  We 
will  never  see  another  major  tax  revision  in 
the  lifetime  of  any  current  Member  of  the 
House.  We  would  lose  the  $2,000  personal 
exemptk>n,  the  15-  and  28-percent  brackets, 
the  lower  corporate  rates  and  the  higher 
standard  deduction.  Low-income  workers 
would  continue  to  pay  income  taxes  at  the 
same  time  that  they  are  eligible  to  receive 
Government  subsidies.  These  reforms  are 
badly  needed.  I  support  them  totally  and  I 
think  that  we  would  never  approve  them  if 
H.R.  3838  were  to  be  defeated  today. 

On  the  other  hand,  the  troublesome  parts  of 
this  bill  can  potentially  be  set  right  in  the 
future  if  they  prove  to  t)e  harmful  when  imple- 
mented. Certainly  if  we  defeat  this  bill  those 
questionat>le  provisions  would  never  go  into 
effect  and  so  would  not  have  to  t>e  fixed:  but 
the  price  would  be  the  loss  of  the  t>eneficial 
proviskjns  I  mentioned  atxjve.  I  think  that 
price  is  too  high  and  I  will  not  pay  it.  I  will  sup- 
port this  bill  and  I  hope  that  it  is  approved  and 


signed  by  the  PreskJent.  I  also  pledge  to  you, 
Mr.  Speaker,  and  to  my  constituents  that  I  will 
begin  work  immediately  to  repeal  or  change 
some  provisions  of  H.R.  3838  and  I  will  con- 
sider similar  actk>n  on  other  provisions  if  and 
when  they  prove  to  be  counterproductive. 

Let  me  explain  to  you  my  reasons  for  being 
upset  about  the  change  in  the  basis  recovery 
rule  that  could  affect  millions  of  Federal, 
State,  and  local  government  employees.  By 
making  a  change  that  these  employees  have 
no  ability  to  make  an  accommodation  with  by 
retiring  before  the  change  goes  into  effect  we 
are  doing  nothing  less  than  penalizing  them 
for  the  fact  that  they  have  chosen  to  accept  a 
career  in  Government  service.  The  harmful  ef- 
fects wear  out  after  a  while  so  the  people  we 
are  really  hurting  are  those  wIk)  are  eligible  to 
retire  now— those  who  have  at  least  20  years 
of  sen/ice.  Do  you  really  feel  that  we  shoukJ 
"reward"  these  years  of  sennce  by  kicking 
them  in  the  teeth  as  they  leave.  I  do  not  and  I 
am  appalled  at  this  retroactive  repeal.  Basis 
recovery  is  a  legal  and  legitimate  provision  of 
cunent  law  that  allows  people  to  pay  lower 
taxes  on  hard  earned  and  long  held  invest- 
ments and  savings  plans  in  the  first  years  of 
their  retirement.  There  is  nothing  wrong  with 
this  and  I  resent  anyone  saying  that  it  is 
unfair.  Now  if  we  deckje  to  change  that  situa- 
tion then  we  should  do  so  prospectively— we 
should  say  that  there  will  no  longer  t>e  a  basis 
recovery  period  after  1990  or  something  like 
that. 

To  tell  an  employee  who  saved  and  invest- 
ed years  ago  with  the  full  legal  right  to  expect 
that  he  or  she  could  have  a  short  period  of 
time  after  retirement  to  gatfier  tfiat  income  at 
a  lower  tax  rate  that  their  plans  will  now  have 
to  change  and  that  they  cannot  really  afford 
to  retire  next  year  as  they  had  planned  for  the 
past  20  years  is  not  only  irresponsible,  it  is 
criminal.  A  GS-7  Federal  employee  who 
bought  a  $1,000  savings  bond  In  1965  could 
lose  up  to  $100  on  cashing  in  that  bond  be- 
cause instead  of  having  no  other  taxable 
income  right  after  he  or  she  retires  they  sud- 
denly have  almost  their  whole  pensk>n  to  de- 
clare as  well  as  the  $1 ,000  cash  value  of  the 
savings  bond.  This  throws  these  new  retirees 
into  a  much  higher  tax  bracket  than  they  had 
planned  on  and  it  hurts  them.  It  costs  them 
money.  There  are  no  two  ways  about  it  and 
there  is  no  way  to  get  around  it.  This  provi- 
sion, if  enacted  retroactively,  will  cost  many  of 
our  Government  employees  who  are  eligible 
for  retirement  thousands  and  thousands  of 
dollars. 

Now  the  reason  that  I  am  personally  so 
upset  about  this  is  not  just  that  it  is  unfair— 
which  it  is— but  also  that  I  have  never  seen 
Congress  enact  such  an  important  provision 
retroactively.  I  was  certain  that  we  would  not 
do  such  a  horrendous  thing  this  time.  Because 
of  that  I  assured  many  Government  employ- 
ees, including  my  own  personal  secretary  wfK> 
has  more  than  32  years  on  the  Hill,  that  if 
basis  recovery  were  to  be  repealed  it  would 
be  prospective  and  there  would  be  time  to 
retire  honorably  before  the  effective  date. 
Now  I  find  that  we  are  costing  tfiese  fine 
people  a  lot  of  money  that  they  need  arxi  had 
planned  on  for  their  retirement 
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The  irony  here  is  that  I  am  not  guilty.  The 
conferees  are  guilty.  They  are  guilty  of  bad 
faith  with  Government  employees  across  this 
country  and  tt)ey  have  broken  the  promise 
and  legal  ability  to  recover  your  own  pension 
contributions  fully  before  beginning  to  be 
taxed  on  the  employer  provided  retirement 
benefits.  I  have  bieen  betrayed  for  my  own 
faith  in  the  rules  we  operate  under  in  this 
House  and  the  employees  have  been  be- 
trayed by  their  ultimate  employers— the  Con- 
gress which  funds  the  agencies  they  work  for. 

Getting  involved  in  the  questnn  of  effective 
dates  leads  to  another  important  problem  that 
I  have  with  this  bill.  The  repeal  of  the  invest- 
ment tax  credit,  as  set  out  in  the  conference 
report,  is  January  1,  1986.  This  is  almost  a  full 
year  before  this  bill  was  even  published  and  it 
will  have  a  potentially  devastating  effect  on 
many  small  businesses.  Many  people  in  my 
district  have  written  to  me  about  this  provision 
and  complained  bitterly  that  it  will  or  at  least  it 
coukJ  bankmpt  them. 

One  women  wrote  to  me  that  she  and  her 
husband  run  a  one  vehicle  trucking  company. 
They  had  just  bought  a  new  truck  for  $80,000 
and  had  expected  to  get  an  investment  tax 
credit  of  $8,000.  That  credit  is  the  only  thing 
that  made  their  expansion  economically  feasi- 
ble. Now  she  has  learned  that  they  will  not 
get  the  $8,000  credit  they  were  counting  on 
and  she  is  afraid  that  they  will  lose  the  new 
truck  and  may  even  be  forced  Into  bankruptcy. 
She  is  right  to  worry  and  if  we  have  an  eco- 
nomic downturn  next  year  I  am  afraid  that 
many  small  businesses  which  invested  capital 
in  new  plant  and  equipment  and  then  lost  the 
money  that  they  expected  to  recapture  from 
the  ITC  will  suddenly  find  that  ttieir  last  re- 
serves have  been  used  up  to  pay  the  extra 
taxes  and  they  have  to  go  out  of  business  just 
wt>en  ttiey  thought  that  the  future  was  bright. 

These  consequences  are  real.  They  are 
frightening.  But  across  the  whole  economy 
they  woukj  not  be  devastating.  We  would 
creep  along  for  a  while  and  then  find  some 
way  to  start  expanding  again.  This  would  es- 
pecially be  the  case  because  most  of  the 
targe  corporations  had  expert  advice  and  un- 
derstood last  year  that  the  repeal  of  the  ITC 
could  become  retroactive.  These  companies 
paid  many  thousands  of  dollars  for  these  ex- 
perts, ttiey  got  good  advice,  and  they  planned 
this  year's  capital  expenditures  both  with  and 
without  the  ITC.  Many  large  companies  that  I 
know  only  made  the  purchases  which  made 
sense  under  both  sets  of  conditions.  Now  that 
is  fine  for  them  and  the  whole  klea  of  repeal- 
ing the  ITC  is  to  force  economic  reality  back 
into  ttie  marketplace.  OK.  I  can  vote  for  that 
and  both  the  big  companies  and  tfie  small 
businesses  can  live  with  that  But  to  impose 
this  repeal  retroactively  with  no  notkse  is  dis- 
criminatton  and  unfairness  of  a  degree 
matched  only  by  the  treatment  of  Government 
employees  and  the  treatment  of  passive 
k}sses  made  in  good  faith  in  past  years. 

This  provision  sets  up  two  classes  of  busi- 
ness in  America  and  treats  them  differently.  It 
discriminates  in  favor  of  those  who  hire  high- 
powered  tax  counselors  wtio  advise  them  of 
the  latest  doings  in  Washington  at  the  ex- 
pense of  those  who  are  too  small  and  too 
busy  earning  a  living  to  worry  that  the  Con- 
gress may  come  to  ttiem  in  September  and 


tell  them  that  they  are  to  be  penalized  for 
something  they  dkJ  in  January  when  it  was  still 
legal  at  that  time.  Mr.  Speaker,  you  should  not 
try  to  balance  the  revenues  in  this  bill  on  the 
backs  of  helpless  people  across  the  Potomac 
wfK)  are  too  busy  to  be  scared  on  a  daily 
basis  when  Congress  Is  In  session.  I  pledge  to 
Mrs.  Lott  in  Rk:hmond  and  to  all  of  the  others 
who  have  contacted  me  about  the  investment 
tax  credit  that  I  will  spare  no  effort  to  help 
them  wt)en  the  100th  Congress  convenes 
next  January. 

I  briefly  mentraned  the  passive  loss  limita- 
tion rules  a  moment  ago  and  now  I  would  like 
to  discuss  that  matter.  There  have  been  many 
abuses  caused  by  ttiem.  Billions  of  dollars  of 
capital  that  this  economy  needs  to  grow  have 
been  wasted  in  uneconomic  investments  cre- 
ated solely  for  the  tax  benefits  involved  In 
passive  losses.  I  have  not  had  one  realtor  or 
investor  say  that  they  had  any  real  difficulty  in 
restricting  passive  losses — if  it  were  done 
upon  enactment  of  this  bill.  But  that  is  not 
what  the  conferees  agreed  to.  They  decided 
that  they  disliked  the  current  njles  so  much 
that  they  would  declare  all  passive  losses  re- 
stricted no  matter  when  the  investment  was 
made  and  no  matter  how  ttie  losses  actually 
occun-ed.  I  know  of  many  honest  investments 
made  in  my  district  In  Virginia  over  the  past 
several  years  that  are  currently  yielding  pas- 
sive losses.  To  tell  these  people,  who  en- 
gaged In  not  only  a  legal  but  also  an  honest 
investment  In  1980,  that  ttiey  did  wrong  and 
now  we  are  going  to  penalize  them  is  absurd. 

Passive  losses  are  a  snake  in  the  grass  of 
our  Tax  Code.  They  should  be  changed.  Fine, 
change  them.  But  the  conference  report  provi- 
sion is  like  taking  the  battleship  New  Jersey 
and  hunting  down  that  snake  in  the  grass  with 
a  16-inch  gun.  It  just  blows  one  heck  of  a  hole 
in  the  ground  and  you  never  know  whether 
you  killed  the  snake  or  not. 

Now  many  people  have  let  me  know  that 
they  fear  that  the  change  in  the  special  treat- 
ment of  capital  gains  will  hurt  them  and  busi- 
ness. I'm  not  certain  that  I  agree  with  them  on 
that  because  generally  speaking  people  will 
t>e  able  to  keep  more  of  their  money  and  use 
it  as  they  see  fit.  In  other  words  there  will  be 
more  money  in  people's  pockets  to  invest.  Of 
course  more  than  80  percent  of  the  taxpayers 
will  t>e  in  the  15-percent  bracket  so  the  real 
rate  on  their  long-term  gains  will  be  15  per- 
cent—not 28  percent  and  not  the  17-  or  18- 
percent  effective  rate  that  many  of  them  pay 
now.  The  end  of  treating  investments  differ- 
ently if  they  are  held  6  months  than  they  are 
treated  if  hekj  for  6  months  and  1  day  will 
take  this  whole  area  of  the  economy  out  of 
the  realm  of  tax  conskJerations  and  put  it  into 
a  purely  economk:  context  of  wtien  is  the  best 
time  to  buy  and  sell  for  profit— rather  than  the 
current  situation  where  you  first  ask  yourself 
how  long  you  have  owned  the  asset. 

RerTK>ving  these  artificial  considerations  is  a 
good  thing.  In  the  long  run  it  can  only  help  our 
economy.  In  ttre  short  run  it  should  not  cause 
undue  hardship  or  extra  tax  burdens  on 
anyone.  I  do  not  want  to  hurt  capital  formatk>n 
or  to  deter  investment.  Once  you  understand 
ttie  full  impact  of  all  of  the  provisk>ns  of  this 
bill  taken  together,  I  think  that  the  repeal  of 
special  treatment  for  long-term  capital  gains 
will  become  a  forgotten  issue  that  proved  to 


be  a  chimera  rattier  ttian  a  calamitous  hurri- 
cane. 

I  will  say  that  it  appears  to  me  that  an  im- 
portant thrust  of  this  legislation  is  to  shiek) 
from  the  American  people  just  what  their  tax 
burden  really  is.  Shifting  taxes  from  Individuals 
to  corporations  is  largely  a  smokescreen.  This 
bill  balances  itself  over  5  years  by  collecting 
$120  txlton  less  from  inkjvkjuals  and  collect- 
ing $120  bilton  more  from  corporations.  But 
the  real  effect  of  this  will  be  that  if  corpora- 
tions pay  these  new  taxes  out  of  profits  then 
they  will  have  less  money  to  expand  and 
grow.  They  will  have  less  money  to  research 
new  products.  They  will  have  less  money  to 
pay  to  their  investors  in  the  form  of  dividends. 
If  they  are  not  so  generous  as  to  shave  their 
research  and  invest  less  and  pay  their  stock- 
hoktors  less  then  they  will  have  to  pay  ttiese 
taxes  by  raising  more  money  from  some- 
where. We  all  know  that  corporations  raise 
money  by  selling  things  and  if  they  need  more 
money  then  they  will  raise  prices.  So,  the 
main  effect  of  the  shift  of  the  tax  burden  from 
indivkJuals  to  corporations  may  well  be  that 
you  will  pay  less  every  month  in  withholding 
and  less  on  April  15,  tnit  you  will  pay  more 
every  time  you  buy  a  quart  of  milk  or  a  shirt  or 
a  car.  This  is  taxatk>n  by  default.  It  kx>ks  arKl 
feels  harmless,  but  at  the  end  of  ttie  year  you 
have  pakj  the  same  amount  as  last  year  on 
expenses  and  taxes  togetfier— you  will  just 
have  spent  it  differently.  I  have  always  be- 
lieved that  the  people  of  this  country  deserve 
to  know  exactly  what  their  share  of  the  tax 
burden  is.  But  instead  we  have  "user  fees," 
excise  taxes,  "special  assessment,"  and  other 
ways  of  making  ttie  people  pay  a  little  at  a 
time  so  it  doesn't  hurt  so  much.  In  the  mean- 
time we  will  just  pile  the  smokescreen  a  little 
higher  and  make  it  as  painless  as  possible  to 
fund  the  bloated  Federal  budget  that  should 
be  cut  by  at  least  $100  billion  right  now  to 
clear  away  waste,  reduce  the  deficit,  and  to 
get  the  economy  rolling  again. 

Now  that  I  have  vented  my  spleen  and 
given  you  my  view  of  the  bad  news  in  this  tax 
reform  bill,  I  want  to  get  to  the  benefits  whk:h 
I  believe  add  up  to  making  this  bill  worth 
voting  for.  The  profamily  aspects  of  this  bill 
are  quite  strong.  We  have  been  family  bashing 
for  many  years  in  Washington  and  I  am 
pleased  to  find  a  way  to  reverse  that  trend.  I 
have  already  mentioned  that  the  effects  of 
this  bill  on  the  investment  of  capital  should  be 
beneficial  and  economically  sound  in  the  long 
run.  The  working  poor  in  this  country  have 
tieen  paying  more  than  their  fair  share  and 
that  will  end  wtien  this  legislation  is  passed. 
Perhaps  most  important  of  all  this  bill  im- 
proves the  basic  fairness  and  equity  of  our  tax 
code  so  that  no  one  can  escape  paying  their 
share.  Both  profitable  corporatkins  and  the 
wealthy  have  long  been  able  to  shelter  their 
Income  and  avoid  paying  taxes.  This  has  been 
especially  irritating  to  those  of  us  who  have 
had  to  work  hard  for  our  livelihood  and  wtio 
have  earned  everything  that  we  have. 

Ttie  profamily  provisions  of  the  bill  are  obvi- 
ous and  important  Every  taxpayer  will  be  enti- 
tled to  a  $2,000  personal  exemptk^n  of  them- 
selves and  each  of  their  dependents.  This  is 
what  ttie  exemptk>n  would  have  tieen  if  it  had 
tieen  indexed  to  inflatx>n  back  in  1954.  Now 
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the  fact  that  in  the  last  32  years  every  taxpay- 
er has  lost  the  equivalent  of  half  of  their  ex- 
emption tells  you  just  how  far  we  have  raised 
ttieir  taxes  without  even  having  to  pass  a  law 
to  do  it. 

The  increased  standard  deduction  that  will 
be  indexed  to  inflation  also  works  t>est  for 
families.  Many  people  who  do  not  own  a 
house  have  been  cheated  because  their 
standard  deduction  was  kept  so  low  and  they 
did  not  have  the  deductions  to  itemize  their 
returns.  Hometxjyers  reaped  great  tax  savings 
in  the  late  seventies  as  inflation  and  high  in- 
terest rates  drove  up  their  mortgage  payments 
and  increased  their  deductions.  Nonhome- 
owr)ers  dkj  not  get  a  similar  tax  benefit  from 
inflation  and  high  interest— tf)ey  only  got  the 
bracket  creep  that  had  them  paying  more  and 
more  taxes.  Now  the  tax  law  will  be  much 
fairer  to  renters  by  reducing  the  differences 
between  their  tax  bill  and  those  who  are 
buying  a  house.  Many  families  are  homeown- 
ers and  the  retention  of  mortgage  interest  de- 
ductibility will  help  them  to  improve  their 
standard  of  living  and  will  encourage  many 
more  people  to  purchase  houses. 

There  are  many  poor  families  in  this  coun- 
try. In  recent  years  we  have  seen  a  situation 
wtiere  the  working  poor  had  no  reason  to 
work  harder  or  get  better  jobs  because  they 
not  only  woukj  have  to  pay  higher  tax  rates 
but  ttiey  woukJ  also  lose  their  eligibility  for 
Government  assistance  programs.  The  social 
consequences  of  this  upsidedown  situation 
are  now  incalculable.  I  hope  that  they  are  not 
irreparable  and  this  bill  will  help.  By  removing 
6  milton  people  from  the  tax  rolls  we  will  be 
encouraging  them  to  work  harder  and  earn 
more  money.  By  having  one  low  rate  of  15 
percent  that  will  cover  taxable  income  up  to 
$29,750  for  a  married  couple  or  $17,850  for  a 
single  parent  we  will  be  encouraging  them  to 
work  harder  and  earn  more  t}ecause  they  will 
not  find  themselves  suddenly  jumping  into 
higher  and  higher  brackets. 

At  the  same  time  as  these  tax  changes  are 
taking  place  we  have  finally  learned  that 
taking  away  all  of  most  of  a  family's  Govern- 
ment assistance  t>enefits  the  instant  they  get 
a  part-time,  low-paying  job  does  nothing  other 
than  encourage  them  to  stay  poor  and  out  of 
work.  Now  that  we  are  phasing  out  assistance 
more  slowly  people  see  the  Ijenefit  of  working 
and  improving  themselves  and  more  people 
can  now  leave  the  welfare  rolls. 

Anyone  wfx>  criticizes  this  portion  of  the  tax 
bill  just  does  not  understand  reality.  By  taking 
the  working  poor  off  tfie  tax  rolls  we  are 
savir>g  money,  helping  them  to  help  them- 
selves and  erKJing  the  rkjiculous  situation 
wtiere  ttie  Government  gave  with  one  hand 
and  took  away  with  the  other.  Many  of  these 
people  pay  Federal  taxes  at  the  same  time 
that  they  are  receiving  assistance  payments 
for  being  poor.  It  vyould  be  better  to  let  them 
keep  their  money,  gradually  reduce  the  assist- 
ance payments  as  their  earnings  go  up  and 
save  all  of  the  administrative  costs  of  proc- 
essing a  tax  return  with  a  taxes  owed  line  of 
$1.27  as  well  as  the  administrative  costs  of 
their  extra  assistance  payments  that  they  will 
not  need  any  more.  This  is  not  letting  these 
people  off  of  any  responsibility.  It  is  helping 
ttiem  and  saving  money  at  the  same  time. 
And  no  one  shoukj  overtook  the  fact  that 


these  working  poor  will  still  pay  a  fair  amount 
of  taxes.  They  pay  Social  Security  and  Medi- 
care taxes.  They  pay  sales  taxes  and  property 
taxes  and  excise  taxes  just  like  all  of  the  rest 
of  us.  The  overall  effect  of  this  proviston  will 
be  very  beneficial. 

The  retention  of  tf>e  State  and  local  tax  de- 
ductior.  along  with  medical  expenses  keeps 
those  who  will  still  Itemize,  mostly  middle 
income  taxpayers,  from  being  harmed  by  the 
higher  standard  deduction.  At  the  same  time, 
far  fewer  people  will  actually  need  to  itemize 
with  the  increased  starKlard  deduction  and  the 
disparity  between  the  two  classes  of  filers  will 
t>ecome  narrower. 

The  overall  effect  of  the  retirement  provi- 
sions of  this  bill  will  mean  much  better  retire- 
ment protection  for  many  people.  This  bill 
must  be  looked  at  as  a  whole  and  not  just 
each  part  separately.  There  are  restrictions  on 
wfH}  may  take  a  deduction  for  IRA  contritMJ- 
tions.  At  the  same  time  the  maximum  ler>gth 
of  employment  that  can  be  required  before 
becoming  vested  in  a  company  retirement 
plan  is  reduced  from  10  years  to  5  years. 
Hundreds  of  thousands  of  workers  whose  only 
ability  to  provide  for  their  retirement  was  an 
IRA  will  now  be  eligible  for  their  employer 
plan.  Many  of  the  different  types  of  employer 
provided  retirements  plans  are  improved  by 
this  bill  to  make  them  more  effective  and  uni- 
versal In  their  coverage. 

If  you  are  self-employed  or  not  covered  by 
any  type  of  retirement  plan  where  you  work 
then  you  can  still  deduct  a  full  contribution  to 
an  IRA.  If  you  earn  less  than  $40,000  as  a 
couple  then  you  can  still  deduct  a  full  contri- 
bution to  an  IRA.  If  you  do  not  qualify  for  the 
deduction  you  can  still  contribute  and  the  in- 
terest earned  on  that  or  already  existing  IRA 
accounts  will  be  tax  deferred  until  you  retire. 
In  point  of  fact  these  provisions  taken  togeth- 
er with  the  much  lower  tax  rates  will  make 
IRA  programs  much  less  attractive  than  they 
used  to  t>e.  I  support  IRAs  and  they  are  still 
needed  to  help  people  In  some  circum- 
stances, but  many  people  who  are  used  to 
having  them  and  feel  uncomfortable  at  losing 
their  deductibility  will  find  that  it  is  not  really  as 
much  of  a  loss  as  they  first  thought. 

The  reduction  in  the  top  rate  for  individuals 
to  28-percent — even  with  the  5-percent  sur- 
charge for  one  income  range— and  34-percent 
for  corporations  will  leave  people  with  more 
money  to  spend  as  they  see  fit.  This  will  apply 
to  many  industries  even  with  the  shift  of  some 
of  the  tax  burden  onto  business  that  I  men- 
tioned eariier.  Companies  that  are  now  paying 
over  40-percent  of  their  profits  to  the  Govern- 
ment can  increase  dividends  or  expanston  to 
create  new  jobs  and  help  the  economy. 
People  with  less  money  owed  to  the  Govern- 
ment can  either  save  the  extra  cash,  improve 
their  standard  of  living,  or  invest  for  their 
future.  The  extra  cash  sfKXJid  increase  the 
savings  rate  by  allowing  people  to  pay  off 
debts.  The  new  investment  funds  available  will 
help  keep  interest  rates  down  and  spur  new 
development,  especially  now  that  money  can 
no  longer  chase  tax  shelters  and  other  uneco- 
nomic uses  to  avoid  taxation. 

For  those  people  and  corporations  who 
have  managed  to  hide  their  income  over  the 
years  this  bill  has  a  kicker  that  will  blow  them 
sky-high.  The  new  minimum  tax  provisions  are 


tough  and  tight.  There  is  no  escape  from 
paying  taxes  if  you  are  a  profitable  corporatton 
or  a  successful  indivkJuai.  We  have  all  read 
the  many  horror  stories  in  the  press  about  the 
milltonaires  whose  tax  returns  show  a  taxable 
income  of  $0.00.  Well  those  stories  are  true. 
Last  year  there  were  at  least  2,000  people 
with  Incomes  greater  than  $500,000  who  pakj 
no  Federal  income  tax.  This  situation  was  one 
of  the  driving  forces  behind  tax  reform  all 
along.  I  am  very  glad  that  the  minimum  tax 
provisions  are  so  tight. 

You  know.  Madam  Speaker,  I  have  had 
some  people  tell  me  that  this  is  a  bill  for  the 
rk;h  and  that  it  will  hurt  the  poor.  I  am  flat>ber- 
gasted  by  that  attitude  because  of  the  total 
misunderstanding  that  it  displays  for  this  bill. 
This  bill  is  endorsed  by  such  groups  as  the 
AARP  and  the  Children's  Defense  Fund  and 
many  other  advocacy  groups  for  the  poor,  the 
elderly,  and  young  people.  I  suppose  that  as- 
sertion that  I  have  heard  is  t>ased  on  tf>e  mis- 
taken belief  that  reducing  the  top  personal  tax 
rate  to  28  percent  from  50  percent  will  let  rich 
people  pay  less  taxes.  The  fact  is  that  many 
of  them  are  not  paying  any  taxes  now  so  28 
percent  will  be  a  vast  increase  in  their  pay- 
ments. A  person  who  earned  $500,000  in 
1985  and  sheltered  $400,000  of  it  from  tax- 
ation paid  a  total  of  $50,000  in  income  taxes 
to  Uncle  Sam.  Under  this  bill  he  would  prob- 
ably pay  28  percent  on  at  least  $400,000  of 
his  income  for  a  total  payment  of  $112,000. 
To  me  that  adds  up  to  more  than  double  what 
that  person  pays  under  the  current  system 
and  doubling  the  taxes  owed  by  this  person 
hardly  seems  like  a  huge  t>enefit  for  tfiem. 
The  Government  gets  more  revenue  from  the 
very  rk:h  even  taking  into  account  those  who 
now  pay  large  amounts.  For  example  if  you 
have  two  people  earning  $500,000  and  one  of 
them  is  the  person  mentioned  before  who  was 
sheltering  $400,000  every  year  and  the  other 
only  deducted  $150,000  the  average  taxpayer 
wins.  The  person  who  shelters  his  income 
pays  $50,000  today  and  the  person  who 
doesn't  use  shelters  pays  $175,000  for  a  total 
tax  collection  of  $225,000.  Under  this  bill  the 
first  person  would  probably  pay  $112,000  and 
the  second  would  probably  have  to  pay  about 
$120,000  for  a  total  collection  of  $232,000. 
The  government  still  collects  more  money 
under  the  28  percent  top  rate  than  it  was  able 
to  do  under  the  current  50  percent  top  rate. 
This  is  not  a  rich  man's  bill.  It  is  an  American 
fairness  and  equality  bill. 

Madam  Speaker,  I  cannot  end  this  state- 
ment without  commenting  on  the  coverage  of 
this  bill  in  the  media.  Describing  a  tax  bill  to 
the  general  public  in  a  5  minute  television 
report  or  in  a  three  column  newspaper  story  is 
not  easy.  I  know  that.  I  still  cannot  escape  the 
belief  that  the  coverage  on  this  bill  has  been 
particularty  poor.  I  have  had  so  many  people 
approach  me  with  misinformation  arKJ  a  t>ask: 
misunderstanding  of  the  way  they  calculate 
their  taxes  that  I  have  been  astounded  that 
there  is  any  support  for  this  bill  at  all. 

It  seems  that  the  rate  structure  has  never 
been  explained  property  to  many  people.  I 
would  like  to  take  this  opportunity  to  explain 
how  some  of  ttie  parts  of  this  bill  work. 

First  of  all  the  rate  cut-offs  are  based  on 
taxable  income  and  not  on  gross  income  as 
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many  people  believe.  This  means  that  before 
you  figure  out  which  bracket  you  will  be  in  and 
how  much  you  will  owe  you  must  take  your 
gross  income— wages,  interest  earned,  capital 
gains,  et  cetera— and  subtract  your  personal 
deductk>ns  and  either  the  standard  deduction 
or  your  itemized  deductk>ns.  Just  as  an  exam- 
ple a  family  of  four  who  do  not  itemize  will 
subtract  $8,000  in  personal  exemptions  and 
$5,000  in  standard  deductk>ns  for  a  total  sub- 
tractton  of  $13,000.  With  the  tax  rate  being  15 
percent  up  to  a  taxable  income  of  $29,750 
this  means  ttiat  this  family  could  have  a  gross 
income  of  at  least  $42,749  and  still  be  in  the 
15  percent  bracket.  That  is  how  more  than  80 
percent  of  ttie  American  taxpayers  will  be  in 
the  lower  bracket  under  this  bill. 

Another  problem  that  people  seem  to  have 
diffknjity  understanding  is  that  the  28-percent 
tvacket  is  a  marginal  rate  for  almost  all  tax- 
payers. This  means  that  if  the  family  I  just  de- 
scribed had  a  gross  income  of  $50,000  they 
would  subtract  $13,000  for  a  taxable  income 
of  $37,000.  They  would  pay  taxes  of  15  per- 
cent on  the  first  $29,750  and  28  percent  on 
tf)e  other  $7,250.  Obviously,  this  informatkjn 
makes  a  tremendous  difference  to  someone 
who  was  confused  by  ttie  media  and  thought 
that  the  cut-off  points  were  based  on  gross 
income  and  that  the  higher  brackets  were  not 
marginal. 

I  cannot  tell  you  of  the  number  of  people 
who  came  to  me  and  said  that  they  would  get 
killed  by  this  bill  and  that  I  would  be  crazy  to 
vote  for  it  I  never  try  to  hide  from  those  kinds 
of  statements  so  I  would  ask  them  why  and  I 
frequently  found  that  these  people  thought 
tfiat  their  salary  of  $35,000  for  their  family  of 
four  meant  that  they  were  in  the  28  percent 
bracket  and  that  they  would  have  to  pay  28 
percent  of  the  entire  $35,000.  As  soon  as  I 
told  them  the  truth  most  of  them  said,  "Well, 
you  just  saved  me  somewfiere  between  sever- 
al hundred  and  several  thousand  dollars  and  i 
certainly  want  you  to  vote  for  this  bill.  This  is 
real  tax  reform." 

Madam  Speaker,  that  is  what  this  debate 
and  this  bill  all  come  down  to.  Tax  reform.  For 
the  most  part  this  bill  is  tax  reform.  It  simpli- 
fies the  Tax  Code  and  the  tax  form  that 
people  fill  out  every  year.  When  fully  phased 
in  this  bill  will  help  families  and  home  buyers. 
It  will  help  business  and  the  economy.  This  bill 
will  promote  economic  growth  and  it  will  be 
fairer  for  all  taxpayers. 

There  are  problems  in  this  bill  that  I  will 
seek  to  correct.  There  may  be  mistakes  that 
we  have  not  yet  recognized  and  I  will  work  to 
correct  those  if  we  find  any.  But  the  main  fact 
remains  that  the  good  things  in  this  bill  out- 
weigh the  bad  things  and  I  urge  approval  of 
this  bill. 

Madam  Speaker,  I  had  intended  to  vote  in 
favor  of  the  Archer  motion  to  recommit  this 
conference  report  with  instructions  to  change 
any  retroactive  effective  dates  and  make  tfram 
prospective,  i  have  now  learned  that  the 
powers-that-be  have  precluded  ttiat  option 
and  will  not  allow  Congressman  Archer  to 
offer  his  motion.  I  am  very  disappointed  with 
this  development  because  I  believe  that  the 
retroactive  effective  dates  are  prot>ably  the 
worst  things  in  this  bill  and  I  looked  forward  to 
the  opportunity  to  clear  up  this  matter  today. 
Now  that  I  cannot  vote  to  take  care  of  my 


concerns  I  will  seek  to  join  my  colleagues  wIk> 
share  my  disappointment  and  cosponsor  new 
legislatron  to  impose  new  dates  on  those  pro- 
visions that  are  applied  retroactively  by  ttie 
conference  report. 

Mr.  DUNCAN.  Madam  Speaker,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  Michigan  [Mr. 
Vander  Jagt]. 
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Mr.  VANDER  JAGT.  Madam  Speak- 
er, there  are  probably  100  good  rea- 
sons to  vote  no  on  this  conference 
report.  There  may  be  only  a  handful 
of  good  reasons  to  vote  "yes,"  but 
those  affirmative  reasons  are  so  over- 
whelming, so  historic  and  so  dramatic 
that  they  dwarf  into  insignificance  the 
legitimate  criticisms  that  have  been  so 
ably  discussed  on  the  floor  this  after- 
noon. 

There  are  provisions  that  are  objec- 
tionable. There  are  mistakes  with  un- 
intended consequences.  One  of  them 
was  almost  too  much  for  me  to  swal- 
low. As  a  conferee,  I  am  listed  on  that 
conference  report  as  a  Member  of  the 
U.S.  Senate,  rather  than  the  House. 
But  even  worse  than  that,  I  am  listed 
as  a  Democrat,  rather  than  a  Republi- 
can. I  have  to  vote  for  that? 

This  bill  makes  political  sense  for  a 
reason  far  beyond  narrow  partisan 
ways.  There  is  enough  glory  and 
blame  to  go  around  for  Republicans 
and  for  Democrats.  This  bill  would  not 
be  before  us  without  the  leadership 
and  the  vision  and  the  courage  of 
President  Reagan,  but  it  also  would 
not  be  before  us  without  the  skill,  the 
legislative  know-how,  and,  yes,  the 
vision  and  the  courage  of  our  distin- 
guished committee  chairman.  Rosty 
would  not  have  a  bill  without  Dutch, 
but  Dutch  would  not  have  his  bill 
without  Rosty. 

When  historians  look  back  through 
the  prism  of  decades,  they  will  view 
the  distinguished  gentleman  from  the 
State  of  Illinois,  Mr.  Rostenkowski, 
as  the  legislative  giant  this  bill  pro- 
claims him  to  be. 

But  this  bill  makes  political  sense 
because  it  reaches  down  and  lifts  a 
$120  billion  tax  burden  off  the  backs 
of  the  poor,  beleaguered  individual 
taxpayer,  and  puts  it  on  the  corporate 
ledgers,  many  of  whom  earned  enor- 
mous profits  and  paid  not  one  cent  in 
taxation. 

I  would  not  want  to  vote  to  maintain 
that  current  system.  In  each  of  our 
districts,  on  average,  242,000  individual 
taxpayers  and  voters  will  receive  a  tax 
cut. 

I  would  not  want  to  explain  to  those 
people  ginned  up  by  a  skillful  and  de- 
mogogic  challenger  why  I  voted 
against  that.  I  personally  would  give 
my  right  arm  to  run  against  an  incum- 
bent who  voted  no  on  this  bill,  and  I 
can  think  of  over  100  challengers  who 
are  just  hoping  that  they  get  that 
chance. 


Politically,  nobody  would  want  to 
vote  for  a  tax  increase.  But  every 
record  has  a  flip  side,  and  the  fUp  side 
of  a  tax  increase  is  a  tax  cut.  Voting 
against  a  tax  cut  for  242,000  voters  in 
our  district  may  not  be  the  twin  broth- 
er, but  at  least  it  is  the  kissing  cousin 
of  voting  for  a  tax  increase  for  them. 
That  is  heavy  political  baggage. 

But  there  is  a  far  more  important 
reason  to  vote  for  this  report  than  the 
next  election.  It  is  called  the  next  gen- 
eration. The  centerpiece  of  the 
Reagan  revolution  will  be  the  dramat- 
ic cut  in  tax  rates. 

Think  of  it.  When  the  President 
came  riding  into  this  city,  the  top  rate 
was  70  percent.  When  he  rides  out  of 
this  city,  the  top  rate  will  be  28  per- 
cent. Back  then,  any  extra  dollar  that 
your  extra  effort  earned  for  you,  you 
kept  one-fourth;  the  Government  took 
three-fourths  away.  Now  we  are  turn- 
ing that  aroimd  and  you  keep  three- 
fourths  of  the  extra  dollar.  That  is 
called  incentive.  That  is  at  the  heart 
of  our  American  free  enterprise 
system. 

Predicting  the  economic  future  is  an 
inexact  science,  either  under  this  bill 
or  current  law.  but  it  really  comes 
down  to  where  do  you  put  your  faith 
in  the  future,  in  the  decisions  made  in 
boardrooms  of  corporations,  or  the 
pocketbooks  of  the  American  people? 

Do  you  put  your  hope  in  incentives 
to  business  or  in  increased  purchasing 
power  of  people? 

We  have  an  economic  lesson  right  in 
front  of  us  if  we  will  only  look  at  it, 
the  Economic  Recovery  Act  of  1981, 
designed  to  stimulate  the  sagging 
economy  that  had  been  left  behind.  It 
was  one  part  tax  incentives  for  busi- 
ness and  it  was  one  part  reduced  rates 
for  individuals.  The  tax  incentives 
took  effect  immediately  and  nothing 
happened,  not  a  darned  thing. 

A  year  later,  in  October  1982.  unem- 
ployment shot  through  10  percent.  It 
was  not  imtil  the  next  year,  when  the 
cut  in  rates  became  fully  effective  for 
individuals  and  the  American  people 
had  $40  billion  more  a  year  to  buy  new 
cars  and  build  new  homes  that  the 
economy  took  off.  Then,  and  only 
then,  business  expanded  to  meet  that 
demand  creating  new  jobs.  I  think 
business  would  have  done  that  with  or 
without  the  tax  incentives  that  we 
provided  in  1981. 

If  you  are  a  drip-down  economist, 
wanting  to  give  incentives  to  the  top 
so  that  the  benefits  trickle  down  to 
the  people,  then  you  should  vote  to 
maintain  current  law.  If  you  are  a  per- 
colate-up economist,  believing  that  the 
economic  health  of  people  with  more 
after-tax  dollars  percolates  through 
the  whole  economy,  benefiting  all, 
then  you  will  vote  for  tax  reform. 

Years  ago,  my  fellow  Michiganite 
then  Secretary  of  Defense,  Charlie 
Wilson,  said:  "What's  good  for  Gener- 
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al  Motors  is  good  for  America."  Poor 
old  Engine  Charlie  should  not  have 
said  that.  It  got  him  into  a  peck  of  po- 
litical trouble. 

But  every  one  of  us  would  agree  with 
the  truth  of  the  flip  side  of  that 
record,  what  is  good  for  the  American 
people  is  good  for  General  Motors  and 
for  all  of  America. 

This  tax  bill  is  good  for  the  Ameri- 
can taxpayer.  Truly,  it  is  tax  reform  of 
the  people,  for  the  people,  and  certain- 
ly by  the  people.  There  is  no  way  I  am 
going  to  vote  against  that. 

I  invite  my  colleagues  on  both  sides 
of  the  aisle  to  join  with  me  in  voting 
to  put  that  precious  magic  word  "in- 
centive" baclt  into  our  American  Tax 
Code.  If  you  do.  politically,  economi- 
cally, and  historically,  you  will  be 
mighty  glad  you  did. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  myself  2  minutes. 

Madam  Speaker,  almost  16  months, 
to  the  day,  I  sat  in  a  room  off  the 
Chamber  and  answered  the  President 
of  the  United  States  in  his  plea  for  tax 
reform.  The  President  was  looking  to 
this  Congress  to  right  some  wrongs 
that  have  been  in  the  code  for  many 
years.  I  take  great  pride  in  the  fact 
that  we  answered  with  bipartisan 
effort. 

We  asked  the  American  people  how 
they  felt  about  the  code,  and  their  re- 
sponse was  overwhelming:  "Get  fair- 
ness into  it."  As  the  President  put  it: 
"Let's  go  for  it."  Go  for  it  to  help  the 
American  farmer.  Go  for  it  to  help  the 
wealthy  doctor.  But  most  of  all,  go  for 
it  to  help  middle-income  America  and 
the  poor. 

That  was  not  a  Democratic  issue  and 
it  was  not  a  Republican  issue.  So  we 
plotted  and  prodded  and  I  think  this 
afternoon  we  recognize  that  tax 
reform  is  a  bipartisan  issue.  It  was  the 
Ronald  Reagan  and  the  Tip  O'Neills, 
the  Jim  Bakers,  and  the  Don  Regans. 
It  was  all  of  them  who  worked  for 
today.  The  Bob  Doles,  the  Bob  Pack- 
woods,  and  the  Dick  Gephardts  and 
the  Bill  Bradleys.  it  was  the  Jack 
Kemps  and  the  Bob  Hastens.  It  was  all 
of  us. 

So  here  we  are,  trying  to  decide  this 
afternoon  what  we  are  going  to  do 
about  fairness  and  equality  in  the 
code. 

We  have  got  to  answer  that  man- 
date. This  afternoon  we  are  going  to 
let  the  American  people  know  that 
their  legislative  process  is  working; 
that  when  they  request  of  their  lead- 
ers in  Washington  a  change,  that  we 
respond. 

Today  we  celebrate  for  that  Ameri- 
can that  needs  help. 

I  say  to  my  colleagues,  it  is  high 
time  that  we  do  it. 

Madam  Speaker,  I  yield  5  minutes  to 
the  gentleman  from  Massachusetts 
[Mr.  O'Neill],  the  Speaker  of  the 
House  of  Representatives. 
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Mr.  O'NEILL.  Madam  Speaker,  I  rise 
in  support  of  the  tax  reform  confer- 
ence report. 

This  is  an  historic  moment  in  the 
House.  We  are  about  to  vote  on  the 
final  passage  of  the  most  sweeping  tax 
reform  legislation  in  the  history  of 
this  Nation.  If  we  approve  this  report 
today,  the  99th  Congress  will  assume  a 
special  place  in  the  history  of  this 
country.  This  will  be  the  Congress 
that  accomplished  what  eluded  all  the 
20  preceding  Congresses  that  talked 
about  the  comprehensive  tax  reform 
but  failed  to  enact  it. 

For  me,  this  is  a  decision  of  a  politi- 
cal lifetime.  I  first  ran  for  Congress  in 
1952.  I  remember  my  party  platform. 
We  pledged  the  continual  effort 
toward  the  elimination  of  tax  loop- 
holes. To  quote  from  that  platform: 
"Justice  requires  the  elimination  of 
tax  loopholes  which  favor  special  in- 
terests." That  was  in  1952  when  the 
business  corporations  of  America  paid 
40  percent  of  the  taxes  of  America, 
and  yet  we  can  see  how  down  the  line, 
through  the  ingenuity  of  tax  experts 
that  the  corporations  of  America  now 
pay  between  5  and  8  percent  of  the  tax 
bill,  and  the  largest  employer  in  my 
district  pays  no  tax,  but  his  8,000  em- 
ployees pay  a  tax. 

It  is  not  fair.  That  is  what  the  Amer- 
ican people  have  said.  It  is  not  fair. 

I  am  talking  about  1952.  Each  party, 
both  sides  of  the  aisle,  in  our  plat- 
forms have  said  and  promised  the 
American  public  that  we  were  going  to 
close  the  loopholes. 

In  1960  my  close  personal  friend. 
Jack  Kennedy,  was  the  President  of 
the  United  States.  We  still  talk  about 
the  Kennedy  tax  bill,  how  it  stimulat- 
ed the  economy  of  America.  That  tax 
bill  was  meant  to  be  tax  reform  and 
yet  the  Kennedy  proposal  for  compre- 
hensive reform  was  brushed  aside.  The 
people  at  that  time  said  that  tax 
reform  is  just  too  difficult,  too  hard. 
Reform  will  have  to  wait.  Year  after 
year,  reform  has  had  to  wait. 

Ever  since,  many  people  have  spoken 
beautifully  of  building  a  fairer  tax 
system.  Of  the  overall  objective,  all 
have  generally  agreed,  on  both  sids  of 
the  aisle,  we  should  reduce  the 
number  of  special  loopholes  so  that  we 
can  reduce  the  taxes  of  the  average 
American  taxpayer,  the  person  who 
does  not  have  a  whole  division  of  ac- 
countants and  tax  attorneys  helping 
either  him  or  her. 

My  friend,  the  gentleman  from  Illi- 
nois, Dan  Rostenkowski,  said  on  na- 
tional television  2  years  ago  that  the 
average  fellow,  that  average  honest 
taxpayer,  has  begim  to  think  of  him- 
self as  a  chump.  The  big  boys  have 
had  all  the  tax  loopholes,  yet  he,  the 
average  American  taxpayer,  is  stuck 
with  a  big  withholding  taken  out  of 
his  tax  every  week. 


In  all  the  years  that  I  have  been  in 
Congress,  the  majority  of  us  have 
agreed  on  the  need  to  help  this  aver- 
age American  citizen,  this  middle  class 
fellow.  We  have  all  agreed  on  the  idea 
of  tax  reform,  but  after  agreeing  on 
the  idea  of  tax  reform,  every  Congress 
since  1952,  has  adjourned  without 
doing  anything  about  it. 

The  conference  report  is  a  historic 
departure  from  that  pattern.  It  elimi- 
nates 6  million  people  from  the  tax 
rolls.  Instead  of  adding  burdens  to 
those  on  the  bottom,  it  reduces  taxes 
for  millions  of  low-income  people.  Just 
think  of  the  poor  person  at  the 
bottom.  He  pays  an  income  tax  and  he 
pays  a  Social  Security  tax.  He  may  pay 
$400  or  $500  or  $600,  but  if  you  elimi- 
nate that,  it  could  be  the  difference  in 
getting  out  of  the  rut  that  they  have 
been  in  for  so  many  years.  Over  5 
years  it  would  cut  the  taxes  of  the 
lower  income  people  by  $40  billion.  It 
gives  them  an  incentive  to  work  and  to 
support  themselves.  It  is  a  $40  billion 
program  of  economic  relief  and  eco- 
nomic opportunity. 

I  have  been  around  here  for  years 
and  I  have  seen  the  fight  on  poverty.  I 
have  seen  what  we  have  done  on  pov- 
erty, but  this  is  the  best  antipoverty 
bill  that  has  been  in  this  House,  I 
would  have  to  say,  in  at  least  half  a 
dozen  years. 

It  is  a  fair  bill.  It  shifts  the  burden 
of  taxation  from  the  average  individ- 
ual taxpayer  to  those  who  have  avoid- 
ed taxes  through  the  years. 

It  opens  the  windows  of  economic 
opportunity  by  plugging  loopholes  of 
inequality. 

Now,  this  is  not  a  partisan  measure. 
It  took  a  great  deal  of  effort  to  over- 
come the  giant  barriers  to  reform.  It 
took  the  Bill  Bradleys,  the  Dick 
Gephardts,  and  Danny  Rostenkow- 
ski, who  were  out  there  selling  this 
gospel  and  all  the  members  of  the 
committee.  It  took  the  White  House 
and  the  Treasury  Department  to  re- 
spond of  fairness,  an  issue  raised  in 
the  arena  of  partisan  debate,  and  to 
produce  a  measure  that  made  tax 
reform  a  bipartisan  matter.  That  is 
what  this  is,  a  bipartisan  matter. 

Most  of  all,  it  took  the  efforts  of 
Members  of  the  House.  I  am  so  proud 
of  Dan  Rostenkowski,  to  meet  this 
great  body's  responsibility  under  the 
Constitution  of  the  United  States. 

Like  it  or  not.  when  you  were  elected 
to  the  Congress  of  the  United  States, 
you  accepted  a  duty  to  ensure  that 
this  country  has  the  best  and  the  fair- 
est Tax  Code. 

Now  the  time  has  come.  Today,  this 
particular  Congress  has  devoted  more 
time,  more  energy,  more  emotion  to 
keeping  this  pledge  that  both  parties 
have  made  for  so  many  years.  The 
time  for  debate  is  over,  so  is  the  time 
for  offering  refinements  or  modifica- 
tions or  amendments. 
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There  are  no  multiple  choice  ques- 
tions. The  choices  are  down  to  two. 
You  vote  "aye,"  you  set  in  place  a  new 
comprehensive  Tax  Code. 

You  vote  "no."  you  add  a  layer  of 
fresh  cement  on  a  tomb  that  will 
encase  the  foundations,  and  you  will 
not  talk  about  tax  reform  again  for 
years. 

My  colleagues,  we  have  come  too  far 
down  the  road  now  to  waiver.  We  have 
accomplished  too  much  to  give  it  up. 
We  have  struggled  too  long  to  fail 
now. 

Let  us  say  "yes"  to  change.  Let  us 
say  "yes"  to  fairness.  Let  us  say  "yes" 
to  a  brighter  new  day  for  the  Ameri- 
can taxpayers.  Let  us  not  wait  another 
50  years  for  reform.  Let  us  move  for- 
ward by  voting  "yes"  on  this  bill 
today. 

Mr.  WEISS.  Madam  Speaker,  I  rise 
to  express  my  admiration  for  the  dis- 
tinguished chairman,  the  gentleman 
from  Illinois  [Mr.  Rostenkowski],  for 
a  phenomenal  accomplishment. 

Madam  Speaker,  I  rise  in  reluctant  opposi- 
tion to  the  conference  report  on  H.R.  3838, 
the  Tax  Reform  Act  of  1986. 

The  case  for  meaningful  tax  reform  contin- 
ues to  be  strong  and  undeniable.  In  recent 
years,  both  big  business  and  the  wealthiest  in- 
dividuals in  our  Nation  have  been  able  to 
avoid  paying  their  fair  share  of  taxes  by  ex- 
ploiting loopholes,  exemptions,  and  prefer- 
ences. The  latest  figures  demonstrate  that 
130  out  of  250  profitable  corporations  failed  to 
pay  any  Federal  income  tax  in  at  least  one  of 
the  past  5  years.  In  fact,  many  of  these  corpo- 
rations received  sizable  tax  refunds.  At  the 
same  time,  many  rich  individuals  have  es- 
caped tax  entirely  by  exploiting  elaborate  tax 
shelters. 

The  result  has  been  a  growing  consensus 
tfiat  the  Tax  Code  is  unfair  to  average  Ameri- 
cans and  ought  to  be  reformed.  Democratic 
Members  first  seized  upon  this  issue  and  in- 
troduced comprehensive  reform  legislation. 
Later,  the  President  proposed  his  own  plan. 
Finally,  the  House  and  Senate  both  acted  to 
produce  differing  reform  plans  that  made  sig- 
nificant changes  over  the  previous  versions. 

I  have  been  a  longtime  and  consistent  sup- 
porter of  meaningful  reform  efforts.  Through- 
out my  tenure  in  Congress,  I  have  urged  that 
the  Tax  Code  be  reformed  to  eliminate  loop- 
holes and  to  ensure  that  major  corporations 
and  wealthy  individuals  pay  their  fair  share.  I 
have  also  insisted  that  any  plan  for  tax  reform 
mus  treat  low-  and  middle-income  Americans 
fairly  by  reducing  their  tax  burden  and  by  pre- 
serving the  legitimate  and  widely  used  deduc- 
tions that  they  rely  upon.  Though  I  felt  that  the 
House  of  Representatives  tax  reform  plan  was 
not  perfect,  I  voted  for  the  plan  because  its 
advantages  outwetghted  its  disadvantages 
and  in  the  hope  that  many  of  its  inequities 
might  be  corrected  in  the  final  version. 

I  am  aware  that  the  conference  agreement 
contains  many  favorable  and  highly  attractive 
provisions.  The  agreements  provides  substan- 
tial cuts  tax  liability  for  low-  and  atoderate- 
income  Americans.  It  will  remove  6  million  of 
our  Nation's  working  poor  indiviJua's  from  the 
tax  rolls  entirely.  It  will  plug  many  of  the  tax 


loopholes  that  are  exploited  by  big  money  in- 
terests. And  it  will  shift  a  substantial  protion  of 
the  tax  burden — approximately  $120  billion— 
from  individuals  to  corporations  in  the  next  5 
years. 

Nevertheless,  I  feel  I  must  vote  against  the 
conference  report.  The  final  agreement  does 
little  to  correct  the  offending  provisions  of  the 
House  bill  that  will  harm  average  taxpayers.  In 
fact,  it  includes  additional  provisions  that  will 
harm  the  middle  class  and  provide  a  windfall 
to  some  very  wealthy  individuals.  In  addition, 
the  conference  report  remains  revenue  neutral 
and  will  significantly  restrict  our  ability  to  deal 
with  the  serious  and  ongoing  deficit  crisis  that 
faces  our  Nation. 

While  it  is  true  that  the  conference  agree- 
ment provides  for  a  substantial  reduction  in 
the  tax  liability  of  many  low-  and  moderate- 
income  Americans,  the  agreement  does  not 
adequately  preserve  the  principle  of  progres- 
sivity.  By  collapsing  the  rate  structure  from  the 
present  15  rates  to  just  2  rates,  the  agree- 
nf>ent  will  subject  individuals  with  widely  vary- 
ing income  levels  to  the  same  \ax.  rate.  Propo- 
nents of  the  tax  bill  insist  that  even  under 
these  two  rates,  the  new  Tax  Code  will  be 
fairer  than  the  tax  system  it  replaces.  Howev- 
er, even  if  the  wealthy  will  receive  a  smaller 
percentage  tax  cut  than  other  Income  groups 
under  the  bill,  many  wealthy  individuals  will  re- 
ceive a  windfall  tax  cut.  In  fact,  it  is  estimated 
that  approximately  half  of  the  Nation's  richest 
individuals  will  receive  average  tax  cuts  of 
about  $50,000  in  1988. 

There  can  t)e  no  doubt  that  reduced  tax  li- 
ability for  low-  and  moderate-ir>come  Ameri- 
cans is  an  extremely  desirable  goal.  Neverthe- 
less, we  cannot  give  up  on  the  principle  that 
individuals  with  different  incomes  should  be 
subject  to  different  tax  rates.  More  important, 
this  is  simply  not  the  time  to  permit  massive 
tax  giveaways  to  the  fabulously  wealthy,  even 
if  it  is  only  a  fraction  of  the  wealthy  population 
that  will  benefit. 

The  effect  of  the  conference  agreement  on 
progressivity  is  a  major  point  of  concern.  But 
the  conference  report  also  limits  or  does  away 
with  many  key  tax  benefits  that  are  widely 
used  by  middle  class  Americans.  In  many 
cases,  there  seems  to  be  little  or  no  justifica- 
tion for  the  changes,  other  than  to  provide 
revenue  to  finance  rate  reductions.  The  result 
will  be  that  a  significant  portion  of  the  popula- 
tion will  see  their  tax  liability  climb — not  be- 
cause they  deserve  to  pay  more,  but  because 
they  are  heavily  dependent  upon  legitimate 
and  widely  supported  deductions. 

In  my  view,  this  is  not  the  way  to  accom- 
plish tax  reform.  I  strongly  support  the  closing 
of  abusive  loopholes,  but  I  do  not  favor  the 
elimination  of  deductions  for  average  Ameri- 
cans that  serve  a  justifiable  social  function. 

The  fact  is  that  many  essential  deductions 
will  be  eliminated  or  newly  restricted.  One  of 
the  most  important  is  the  deduction  for  State 
and  local  sales  taxes.  The  elimination  of  this 
deduction  will  harm  individual  taxpayers  and 
severely  burden  States  and  localities  that 
have  chosen  to  finance  essential  services 
through  the  sales  tax.  It  will  also  undermine 
the  fundamental  principle  that  income,  once 
taxed  by  the  States  and  localities,  should  not 
then  be  taxed  again  by  the  Federal  Govern- 
ment.  I   strenuously   oppose  this   provision. 


which  will  be  particularty  burdensome  for  New 
York  residents. 

Further,  I  am  opposed  to  many  of  the 
changes  in  the  bill  relating  to  retirement 
income.  I  voted  for  the  House  tax  reform  bill 
in  part  because  it  fully  preserved  the  IRA  de- 
ductkin.  However,  the  conference  report  will 
significantly  restrict  the  availat>ility  of  IRA's, 
thereby  limiting  the  options  of  many  Ameri- 
cans for  retirement  planning.  In  addition,  the 
conference  agreement  significantly  restricts 
the  availability  of  section  401  (k)  and  section 
403(b)  retirement  plans,  which  have  been  ef- 
fective tools  to  encourage  retirement  savings 
and  investment. 

The  proviskjns  of  the  agreement  relating  to 
State,  k>cal,  and  Federal  retirees  are  extreme- 
ly unfair.  Under  current  law,  all  retirees  wt>o 
have  made  after-tax  contributions  to  their  pen- 
sion plans — primarily  government  empk}y- 
ees — receive  their  pensions  on  a  tax-free 
basis  until  all  of  their  contributkjns  have  t>een 
recovered.  However,  the  confererwe  report  re- 
peals this  special  rule,  disnjpting  the  carefully 
laid  retirement  plans  of  millions  of  woriters.  I 
joined  other  Members  in  repeatedly  urging  the 
conferees  to  maintain  this  protectksn  for  Gov- 
ernment retirees,  but  our  appeals  on  behalf  of 
those  who  served  their  Nation  as  publk;  em- 
ployees were  not  heeded. 

I  am  also  extremely  concerned  atx^ut  the 
conferees'  decision  to  impose  a  new  burden 
on  our  Nation's  elderiy  population  by  reducing 
the  amount  of  medical  expenses  which  may 
be  deducted.  Presently,  taxpayers  may  deduct 
medical  expenses  in  excess  of  5  percent  of 
adjusted  gross  income.  The  conference  report 
would  raise  the  threshold  to  7.5  percent.  As 
costs  continue  to  grow,  we  should  not  reduce 
the  ability  of  our  citizens  to  offset  major  health 
care  expenses. 

The  conference  agreement  eliminates  the 
charitable  deduction  for  nonitemizers,  while  at 
the  same  time  reducing  the  number  of  item- 
izers.  This  action  is  likely  to  reduce  charitable 
giving  substantially  at  a  time  wtien  the  publk: 
sector  is  increasingly  failing  to  meet  communi- 
ty needs.  In  my  view,  this  is  one  of  the  meas- 
ure's major  shortcomings. 

The  conference  agreement  is  also  unfavor- 
able toward  those  in  our  sodety  who  do  not 
have  the  comfort  of  a  regular  paycheck.  The 
agreement  permits  deductions  for  empkiy- 
ment-related  costs  and  miscellaneous  deduc- 
tions only  to  the  extent  that  they  exceed  two 
percent  of  adjusted  gross  income.  While  this 
is  a  significant  improvement  over  the  Senate 
version,  it  will  still  adversely  affect  performir>g 
artists  and  others  who  incur  large  employ- 
ment-related expenses  that  are  not  reimbursa- 
ble by  an  employer. 

Many  of  these  same  individuals  will  also  be 
adversely  affected  by  provisions  in  the  confer- 
er>ce  agreement  that  will  fully  tax  unemploy- 
ment compensation  and  repeal  income  aver- 
aging. The  taxatkjn  of  unemployment  benefits 
for  taxpayers  will  less  than  $12,000  in  income 
is  overly  tHjrdensome  and  unfair.  And  the 
repeal  of  income  averaging  will  severely  harm 
those  wtK)  experience  large  fluctuatk>ns  in 
income  level  from  year  to  year. 

I  am  also  very  concerned  by  the  proviskjn 
of  the  conference  agreement  that  will  elimi- 
nate the  n^arriage  penalty  deduction.  While 
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advocates  of  eliminating  this  deduction  daim 
that  other  provisions  In  the  bill  will  compen- 
sate for  this  change,  I  am  not  convinced  that 
this  will  be  true  In  many  instances. 

The  elimination  of  most  deductions  for  con- 
sumer Interest  will  harm  families  who  are 
struggling  to  make  ends  meet  and  students 
who  rely  on  educational  loans  to  finance 
higher  education.  Finally,  students  will  be  ad- 
versely affected  t>y  the  decision  to  impose 
new  taxes  on  many  scholarships. 

There  are  also  many  changes  In  the  tax- 
ation of  businesses  that  will  not  promote 
equity  In  the  Tax  Code.  It  is  true  that  the 
measure  will  plug  corporate  loopholes  and 
shift  the  tax  burden  from  individuals  to  corpo- 
rations. But  it  is  not  enough  to  reverse  only 
some  of  the  most  flagrant  abuses  in  the  Tax 
Code.  These  abuses,  which  begin  many  years 
ago  and  accelerated  under  Ronald  Reagan, 
must  be  completely  eliminated  to  restore  fair- 
ness in  the  code.  While  the  conference  agree- 
ment takes  major  steps  to  eliminate  corporate 
giveaways,  it  permits  many  tax  breaks  for  cor- 
porate special  interests  to  remain  in  existence. 
For  instance,  the  agreement  retains  the  key 
tax  txeaks  for  the  oil  and  gas  industries  while 
at  tfie  same  time  eliminating  many  of  the  tax 
advantages  afforded  to  renewable  energy 
sources.  Key  tax  advantages  for  other  corpo- 
rate interests  are  also  retained. 

In  addition,  the  measure  will  significantly 
kiwer  the  top  corporate  tax  rate  from  46  to  34 
percent.  I  do  not  believe  that  this  is  the  proper 
directnn  to  t)e  moving  when  corporate  taxes 
have  been  lagging  behind  their  historic  levels 
for  some  time. 

Further,  I  am  concerr>ed  at)out  the  elimina- 
tion of  certain  business  tax  advantages  that 
serve  the  public  interest.  The  conference 
report  will  reduce  the  tax  advantages  available 
for  tfie  restoration  of  historic  structures,  which 
are  used  extensively  In  New  York  City.  And 
new  restrictions  on  the  use  of  tax-exempt 
bonds  may  prevent  local  governments,  private 
universities,  and  other  nonprofit  organizations 
from  completing  needed  projects. 

The  conference  agreement  also  aids  many 
businesses  by  providing  them  with  transition 
rules  to  protect  ttieir  specif k:  interests.  In 
some  cases,  special  treatment  is  justified  to 
ensure  that  projects  which  have  already  been 
initiated  are  not  destroyed  by  midstream  tax 
changes.  In  other  cases,  however,  special 
treatment  is  based  on  nothing  more  than  polit- 
cal  conskjerations.  These  provisk)ns  are  of- 
fensive and  have  no  place  in  a  tax  reform 
measure. 

There  can  be  little  doubt  that  ttiere  are  nu- 
merous provisions  of  tfie  conference  agree- 
ment—affecting both  individuals  and  business- 
es—that are  not  in  the  best  interests  of  our 
f4atk>n.  Even  worse,  some  of  these  tax 
changes  are  applied  retroactively,  thereby  dis- 
rupting ttie  retirement  and  investment  plans  of 
taxpayers  wfx>  are  guilty  only  of  thinking 
ahead. 

But  it  is  what  the  conference  agreement 
does  not  do  tfiat  is  also  a  major  concern  to 
those  of  us  who  are  concerned  about  our  Na- 
tion's ongoing  fiscal  crisis.  The  conference 
report  remains  revenue  neutral.  It  will  not  con- 
tribute even  in  a  small  way  to  solving  our  Na- 
tion's defk:it  crisis.  And  in  fact,  it  will  signifi- 


cantly restrict  our  optk>ns  in  seeking  solutions 
In  that  crisis. 

We  are  all  aware  that  the  Nation's  budget 
deficits  have  risen  astronomically  under 
Ronald  Reagan.  This  year,  the  deficit  will  likely 
top  all  previous  records,  reaching  the  $230  bil- 
lion level.  In  my  view,  these  deficits  are  cer- 
tain to  have  serious  and  farreaching  conse- 
quences for  the  future  of  our  Nation.  The  defi- 
cit crisis  threatens  the  future  of  our  economy 
with  continuing  decline  and  eventual  collapse. 
And  it  is  also  being  used  by  the  Reagan  ad- 
ministration as  a  method  of  convincing  Con- 
gress and  the  American  public  that  we  can  no 
longer  afford  essential  human  needs  pro- 
grams. We  have  already  made  devastating 
cuts  in  programs  that  are  fundamental  to  the 
growth  and  development  of  our  Nation,  includ- 
ing education,  job  training,  health  care,  pollu- 
tion control,  and  other  urgent  needs.  Yet  the 
President  continues  to  urge  that  we  cut  far 
more,  and  the  Gramm-Rudman  balanced 
budget  law  attempts  to  enforce  such  cuts 
automatically. 

The  deficit  must  be  brought  down.  The  only 
way  to  succeed  at  this  task  and  the  only  way 
to  do  it  fairiy  is  to  address  the  roots  of  the 
crisis:  massive  tax  giveaways  and  excessive 
military  spending.  In  the  past  2  years.  Con- 
gress has  voted  to  put  a  halt  to  the  massive 
Increases  In  military  spending  that  have 
marked  the  Reagan  years.  But  we  have  done 
nothing  to  stem  the  continuing  loss  of  tax  rev- 
enues to  big-money  interests  that  has  charac- 
terized the  Reagan  Presidency. 

An  equitable,  timely,  and  appropriate  re- 
sponse to  the  deficit  crisis  would  be  to  use  at 
least  some  of  the  revenue  gained  from  closing 
individual  and  corporate  tax  loopholes  for  the 
urgent  task  of  deficit  reduction.  Instead,  every 
cent  that  is  being  recaptured  from  the  closing 
of  loopholes  will  be  applied  to  rate  reductions, 
including  large  dollar  reductions  for  some  of 
our  Nation's  wealthiest  individuals. 

In  passing  a  tax  reform  bill  that  is  revenue 
neutral,  we  are  effectively  eliminating  the  best 
source  of  revenue  available  for  deficit  reduc- 
tion. Given  the  President's  short-sighted  and 
obstinate  refusal  to  consider  any  form  of  tax 
increase,  it  is  unlikely  that  any  serious  efforts 
to  deal  with  the  deficit  crisis  will  tie  forthcom- 
ing, other  than  continued  attempts  to  elimi- 
nate funding  for  essential  human  needs  pro- 
grams that  must  be  preserved  if  we  plan  to 
meet  tomorrow's  challenges. 

In  fact,  pressure  to  make  massive  deficit  re- 
ductions will  t}e  accelerated  in  the  coming 
years  because  the  conference  report— ttiough 
revenue  neutral  over  the  next  5  years — calls 
for  major  revenue  losses  in  fiscal  years  1988 
and  1989.  The  measure  will  gain  $11.4  billion 
in  revenue  in  fiscal  year  1987,  the  first  year 
after  enactment.  However,  there  will  t>e  signifi- 
cant revenue  losses  of  $16.7  billion  in  fiscal 
year  1988  and  $15.1  billion  in  fiscal  year 
1989,  according  to  estimates  prepared  by  the 
Joint  Committee  on  Taxation. 

During  this  period,  the  Gramm-Rudman  bal- 
anced budget  taw  will  remain  in  effect.  De- 
spite the  fact  that  the  automatic  trigger  has 
been  invalidated  by  the  Supreme  Court,  there 
will  be  enormous  pressure  to  comply  with  the 
deficit  targets  in  that  law.  It  is  almost  certain 
that  Congress  will  be  asked  to  meet  these  tar- 
gets by  making  tremendous  and  unprecedent- 


ed cuts  In  human  needs  programs  tfiat  are  al- 
ready struggling  for  survival.  These  cuts  will 
severely  harm  the  very  population  that  sup- 
porters of  the  conference  agreement  hope  to 
aid:  low-  and  middle-Income  Americans. 

There  can  be  no  doubt  that  the  Tax  Reform 
Act  of  1986  accomplishes  many  important 
goals.  The  elimination  of  the  working  poor 
from  the  tax  rolls  is  a  major  achievement. 
Rate  cuts  for  middle-Income  individuals  are 
welcome  and  fair.  The  closing  of  tax  loop- 
holes will  ensure  that  more  individuals  and 
corporations  pay  their  fair  share.  And  it  will 
also  ensure  that  business  decisions  rely  less 
on  tax  considerations,  thereby  contributing  to 
productivity. 

But  some  Americans  will  never  share  ttiese 
benefits.  They  will  lose  ground  not  because 
they  deserve  to,  but  because  Members  of 
Congress  saw  fit  to  undercut  the  principle  of 
progressivlty  and  to  eliminate  fundamental  de- 
ductions that  serve  legitimate  needs. 

More  importantly,  all  Americans  will  suffer 
from  the  failure  of  Congress  to  seriously  ad- 
dress the  deficit  crisis.  The  written  text  of  the 
Tax  Reform  Act  will  have  important  and  far- 
reaching  consequences  for  both  individuals 
and  corporations.  Some  of  these  conse- 
quences will  be  positive,  and  some  will  be 
negative.  But  the  most  enduring  consequence 
of  this  measure  may  well  lie  in  what  was  not 
done:  Congress  had  an  opportunity  to  help 
solve  our  Nation's  most  pressing  fiscal  prob- 
lem, and  it  failed  to  act. 

The  SPEAKER  pro  tempore  (Mrs. 
Long).  All  time  has  expired. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  move  the  previous  question 
on  the  conference  report. 

The  previous  question  was  ordered. 

MOTION  TO  RECOMMIT  OFFERED  BY  MR.  ARCHER 

Mr.  ARCHER.  Madam  Speaker,  I 
offer  a  motion  to  recommit. 

The  SPEAKER  pro  tempore.  Is  the 
gentleman  opposed  to  the  conference 
report? 

Mr.  ARCHER.  I  am,  Madam  Speak- 
er. 

The  SPEAKER  pro  tempore.  The 
Clerk  will  report  the  motion  to  recom- 
mit. 

The  Clerk  read  as  follows: 

Mr.  Archer  moves  to  reconunit  the  con- 
ference report  on  the  bill  H.R.  3838.  to  the 
committee  of  conference. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  previous  question  is 
ordered  on  the  motion  to  recommit. 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  to  recommit. 

The  question  was  taken;  and  the 
Speaker  pro  tempore  armounced  that 
the  noes  appeared  to  have  it. 

Mr.  ARCHER.  Madam  Speaker,  on 
that  I  demand  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  160,  nays 
268.  not  voting  4.  as  follows: 
(Roll  No.  412] 


YEAS-160 

Ackerman 
Akaka 

Anderson 
Applegate 

Archer 
Armey 

UMI 
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Badham 
Barnes 
Bartlett 
Barton 
Bateman 
Bentley 
Bevill 
Biaggi 
Boggs 
Boner  (TN) 
Boulter 
Breaux 
Brooks 
Broomfield 
Brown  (CA) 
Brown  <CO) 
Bryant 
Burton  (IN) 
Bustamante 
Campbell 
Carney 
Can- 
Chandler 
Chapman 
Chappie 
Cheney 
Clay 
Clinger 
Coble 

Coleman  (MO) 
Coleman  (TX) 
Combest 
Conyers 
Craig 
Crane 

Dannemeyer 
Darden 
Daschle 
DeLay 
Dickinson 
Dixon 

Doman  (CA) 
Dowdy 
Dreier 
Dyson 

Edwards  (OK) 
Emerson 
English 
Erdreich 
Fazio 
Fiedler 
Fields 


Abercrombie 

Alexander 

Andrews 

Annunzio 

Anthony 

Aspin 

Atkins 

AuCoin 

Barnard 

Bates 

Bedell 

Beilenson 

Bennett 

Bcreuter 

Berman 

Bilirakis 

Bliley 

Boehlert 

Boland 

Bonior  (MI) 

Bonker 

Borski 

Bosco 

Boucher 

Boxer 

Bruce 

Byron 

Callahan 

Carper 

Chappell 

Coats 

Cobey 

Coelho 

Collins 

Conte 

Cooper 

Coughlin 

Courter 

Coyne 

Crockett 

Daniel 


Ford  (MI) 

Frenzel 

Frost 

Gekas 

Oilman 

Gonzalez 

Goodling 

Gordon 

Green 

Hall  (OH) 

Hall.  Ralph 

Hansen 

Hartnett 

Hayes 

Hertel 

Holt 

Hopkins 

Horton 

Hoyer 

Hubbard 

Hughes 

Hutto 

Jacobs 

Jones  (OK) 

Kanjorski 

Kindness 

Kleczka 

Kolter 

Kramer 

Leland 

Lent 

Lewis  (FL) 

Uoyd 

Loefner 

Lowry  (WA) 

Madigan 

Marlenee 

Martin  (NY) 

McCandless 

McCurdy 

Mica 

Mikulski 

Miller  (OH) 

Mitchell 

Molinari 

Monson 

Montgomery 

Moore 

Mcxirhead 

Morrison  (WA) 

Myers 

Nichols 

NAYS-268 

Daub 

Davis 

de  la  Garza 

Dellums 

Derrick 

DeWine 

Dicks 

Dingell 

DioGuardi 

Donnelly 

Dorgan  (ND) 

Downey 

Duncan 

Durbin 

Dwyer 

Dymally 

E^ly 

Eckart(OH) 

Eckert  (NY) 

Edgar 

Edwards  (CA) 

Evans (lA) 

Evans  (XL) 

Fascell 

Fawell 

Feighan 

Fish 

Flippo 

Florio 

Foglietta 

Foley 

Ford  (TN) 

Fowler 

Frank 

Franklin 

Fuqua 

Gallo 

Garcia 

Gaydos 

Gejdenson 

Gephardt 


Nielson 

Ortiz 

Parris 

Pashayan 

Perkins 

Ray 

Regula 

Roberts 

Robinson 

Rogers 

Rowland  (GA) 

Rudd 

Schaefer 

Schuette 

Sensenbrenner 

Sharp 

Shelby 

Shumway 

Shuster 

Smith  (FL) 

Smith,  Denny 

(OR) 
Smith,  Robert 

(OR) 
Spence 
Stallings 
Stangeland 
Stenholm 
Strang 
Stump 
Sundquist 
Sweeney 
Swift 
Swindall 
Synar 
Tallon 
Tauke 
Taylor 
Thomas  (CA) 
Thomas  (GA) 
Traficant 
Vucanovich 
Waldon 
Watkins 
Weiss 

Whitehurst 
Whittaker 
Williams 
Wolf 
Wright 
Yatron 
Young  (AK) 


Gibbons 

Gingrich 

Glickman 

Gradison 

Gray  (ID 

Gray  (PA) 

Gregg 

Guarini 

Gunderson 

Hamilton 

Hammerschmidt 

Hatcher 

Hawkir^s 

Hefner 

Hendon 

Henry 

Hiler 

Hillis 

Howard 

Huckaby 

Hunter 

Hyde 

Ireland 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 

Jones  (TN) 

Kaptur 

Kasich 

Kastenmeier 

Kemp 

Kennelly 

Kildee 

Kolbe 

Kostmayer 

LaPalce 

Lagomarsino 

Lantos 

Latta 

Leach  (lA) 


Leath  (TX) 

Lehman  (CA) 

Lehman  (FL) 

Levin  (MI) 

Levine  (CA) 

Lewis  (CA) 

Lightfoot 

Lipinski 

Livingston 

Long 

Lott 

Lowery  (CA) 

Lujan 

Luken 

Lundine 

Lungren 

Mack 

Mac  Kay 

Man  ton 

Markey 

Martin  (ID 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCain 

McCloskey 

McCoUum 

McDade 

McEwen 

McGrath 

McHugh 

McKeman 

McKinney 

McMillan 

Meyers 

Michel 

Miller  (CA) 

Miller  (WA) 

Mineta 

Moakley 

Mollohan 

Moody 

Morrison  (CT) 

Mrazek 

Murphy 

Murtha 

Natcher 

Neal 


Nelson 

Nowak 

Oakar 

Oberstar 

Obey 

Olln 

Owens 

Oxley 

Packard 

Panetta 

Pease 

Permy 

Pepper 

Petri 

Pickle 

Porter 

Price 

Pursell 

Quillen 

Rahall 

Rangel 

Reid 

Richardson 

Ridge 

Ritter 

Rodino 

Roe 

Roemer 

Rose 

Rostenkowski 

Roth 

Roukema 

Rowland  (CT) 

Roybal 

Russo 

Sabo 

Savage 

Sax  ton 

Scheuer 

Schneider 

Schroeder 

Schulze 

Schumer 

Seiberling 

Shaw 

Sikorski 

Siljander 

Sisisky 

Skeen 


Skelton 
Slattery 
Slaughter 
Smith  (lA) 
Smith  (NE) 
Smith  (NJ) 
Smith.  Robert 

(NH) 
Snowe 
Snyder 
Solarz 
Solomon 
Spratt 
St  Germain 
Staggers 
SUrk 
Stratton 
Studds 
Tauzin 
Torres 
Torricelli 
Towns 
Traxler 
Udall 
Valentine 
Vander  Jagt 
Vento 
Visclosky 
Volkmer 
Walgren 
Walker 
Waxman 
Weaver 
Weber 
Wheat 
Whitley 
Whitten 
Wilson 
Wirth 
Wise 
Wolpe 
Wortley 
Wyden 
Wylie 
Yates 

Young (FL) 
Young  (MO) 
Zschau 


Burton  (CA) 
Grotberg 


NOT  VOTING— 4 

Rinaldo 
Stokes 


D  1600 

Mr.  FORD  of  Tennessee  and  Mr. 
WIRTH  changed  their  votes  from 
"yea"  to  "nay." 

Mr.  HAYES  and  Mr.  BROOMFIELD 
changed  their  votes  from  "nay"  to 
yea." 

So  the  motion  to  recommit  was  re- 
jected. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

The  SPEAKER  pro  tempore  (Mrs. 
Long).  The  question  is  on  the  confer- 
ence report. 

Mr.  MICHEL.  Madam  Speaker,  on 
that  I  demand  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  292,  nays 
136,  not  voting  4,  as  follows: 


Boland 
Boner  (TN) 
Bonior  (MI) 
Borski 
Boulter 
Boxer 
Breaux 
Broomfield 
Brown  (CA) 
Brown  (CO) 
Byron 
Callahan 


[Roll  No. 

413] 

YEAS- 

292 

Abercrombie 

Bates 

Alexander 

Bedell 

Anderson 

Beilenson 

Andrews 

Bennett 

Annunzio 

Bereuter 

Anthony 

Berman 

Armey 

Bevill 

Aspin 

Biaggi 

Atkins 

Bilirakis 

AuCoin 

Bliley 

Barnard 

Boehlert 

Barton 

Boggs 

Campbell 

Carper 

Clinger 

Coats 

Cobey 

Coble 

Coelho 

Collins 

Conte 

Cooper 

Coughlin 

Courter 

Coyne 

Crockett 

Daub 

Davis 

Dellums 

Derrick 

DeWine 

Dickinson 

Dicks 

DioGuardi 

Donnelly 

Dorgan  (ND) 

Doman  (CA) 

Downey 

Duncan 

Durbin 

Dwyer 

E:arly 

Eckart  (OH) 

Eckert  (NY) 

Edgar 

Edwards  (CA) 

Emerson 

Erdreich 

Evans  (lA) 

Evans  (ID 

Pascell 

Fawell 

Feighan 

Fiedler 

Fish 

Flippo 

FiOiio 

Foglietta 

Foley 

Ford(TN) 

Fowler 

Frank 

Franklin 

Fuqua 

Gallo 

Garcia 

Gaydos 

Gephardt 

Gibbons 

Gingrich 

Glickman 

Goodling 

Gradison 

Gray  (ID 

Gray  (PA) 

Gregg 

Guarini 

Gunderson 

Hamilton 

Hatcher 

Hawkins 

Hayes 

Hefner 

Hendon 

Henry 

Hiler 

Hillis 

Hopkins 

Howard 

Huckaby 

Hughes 

Hunter 

Hyde 

Ireland 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 


Ackerman 

Akaka 

Applegate 

Archer 

Badham 

Barnes 

Bartlett 


Jones  (TN) 

Kanjorski 

Kasich 

Kastenmeier 

Kemp 

Kennelly 

Kildee 

Kleczka 

Kolbe 

Kostmayer 

Kramer 

LaFalce 

Lagomarsino 

Lantos 

Latta 

Leach  (lA) 

Lehman  (FD 

Levin  (MI) 

Levine  (CA) 

Lewis  (CA) 

Lightfoot 

Lipinski 

Livingston 

Lloyd 

Long 

Lott 

Lowery  (CA) 

Lujan 

Luken 

Lundine 

Lungren 

Mack 

MacKay 

Markey 

Martin  (ID 

Martinez 

Matsui 

Mavroules 

Mazzoli 

McCain 

McCloskey 

McCoUum 

McDade 

McEwen 

McGrath 

McHugh 

McKeman 

McMillan 

Meyers 

Michel 

Mikulski 

Miller  (CA) 

Miller  (WA) 

Mineta 

Moakley 

Mollohan 

Moody 

Moore 

Morrison  (CT) 

Morrison  (WA) 

Murtha 

Natcher 

Neal 

Nelson 

Nichols 

Nowak 

Oakar 

Oberstar 

Obey 

Owens 

Oxley 

Packard 

Panetta 

Pashayan 

Pease 

Penny 

Pepper 

Petri 

Pickle 

Porter 

Price 

Pursell 

Quillen 

Rahall 

Rangel 

Reid 

NAyS-136 

Bateman 

Bentley 

Bonker 

Bosco 

Boucher 

Brooks 

Bruce 


Richardson 

Ridge 

Ritter 

Rodino 

Roe 

Roemer 

Rogers 

Rose 

Rostenkowski 

Roth 

Roukema 

Rowland  (CT) 

Roybal 

Rudd 

Russo 

Sabo 

Savage 

Sax  ton 

Scheuer 

Schneider 

Schuette 

Schulze 

Schumer 

Seiberling 

Sharp 

Shaw 

Shelby 

Sikorski 

Siljander 

Skeen 

Skelton 

Slattery 

Slaughter 

Smith  (PL) 

Smith  (lA) 

Smith  (NE) 

Smith  (NJ) 

Smith.  Robert 

(NH) 
Smith.  Robert 

(OR) 
Snowe 
Snyder 
Solarz 
Solomon 
Spratt 
St  Germain 
Staggers 
Stallings 
Stangeland 
Stark 
Strang 
Stratton 
Studds 
Stump 
Tauke 
Tauzm 
Torres 
Torricelli 
Towns 
Traficant 
Traxler 
Udall 
Valentine 
Vander  Jagt 
Vento 
Visclosky 
Volkmer 
Walgren 
Walker 
Waxman 
Weber 
Wheat 
Whitten 
Wilson 
Wirth 
Wise 
Wolpe 
Wortley 
Wyden 
Wylie 
Yates 
Yatron 
Young (FL) 
Young  (MO) 
Zschau 


Bryant 
Burton  (IN) 
Bustamante 
Carney 
Can- 
Chandler 


Chapman 


26296 

Chkppell 

Chappie 

Cheney 

Clmy 

Coleman  (MO) 

Coleman  (TX) 

Combest 

Conyers 

Cral* 

Crane 

Daniel 

Dannemeyer 

Darden 

Daschle 

de  la  Garza 

DeLay 

Dingell 

Dixon 

Dowdy 

Dreler 

Dymally 

Dyson 

Edwards  (OK) 

English 

Fazio 

Fields 

Ford  (MI) 

Prenzel 

Frost 

Oejdenson 

Gekas 

Gilman 

Gonzalez 

Gordon 

Green 

Hall  (OH) 

Hall.  Ralph 

Hamnierschmidt 

Hansen 
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Hartnett 

Hertel 

Holt 

Horton 

Hoyer 

Hubbard 

Hutto 

Jacobs 

Jones  (OK) 

Kaptur 

Kindness 

Kolter 

Leath  (TX) 

Lehman  (CA) 

Leland 

Lent 

Lewis  (FL) 

Loefner 

Lowry  (WA) 

Madigan 

Man  ton 

Marlenee 

Martin  (NY) 

McCandless 

McCurdy 

McKinney 

Mica 

Miller  (OH) 

Mitchell 

Molinaii 

Monson 

Montgomery 

M(x>rhead 

Mrazek 

Murphy 

Myers 

Nielson 

Olln 

Ortiz 


Parris 

Perkins 

Ray 

Regula 

Roberts 

Robinson 

Rowland  (GA) 

Schaefer 

Schroeder 

Sensenbrenner 

Shumway 

Shuster 

Sisisky 

Smith.  Denny 

(OR) 
Spence 
Stenholm 
Sundqulst 
Sweeney 
Swift 
Swindall 
Synar 
Tallon 
Taylor 
Thomas  (CA) 
Thomas  (GA) 
Vucanovich 
Waldon 
Watkins 
Weaver 
Weiss 
Whitehurst 
Whitley 
Whittaker 
Williams 
Wolf 
Wright 
Young  (AK) 


Burton  (CA) 
Grotberg 


NOT  VOTING-4 

Rinaldo 
Stokes 


D  1610 

So  the  conference  report  was  agreed 
to. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


CORRECTING  THE  TECHNICAL 
ERRORS  IN  ENROLLMENT  OP 
H.R.  3838.  TAX  REFORM  ACT 
OP  1986 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  ask  unanimous  consent  for 
the  immediate  consideration  of  the 
concurrent  resolution  (H.  Con.  Res. 
395)  to  correct  technical  errors  in  the 
enrollment  of  the  bill  H.R.  3838. 

D  1620 

The  Clerk  read  the  concurrent  reso- 
lution, as  follows: 

H.  Con.  Res.  395 

Resolved  by  the  House  of  Representatives 
I  the  Senate  concurring).  That,  in  the  enroll- 
ment of  the  bill  (H.R.  3838)  to  reform  the 
internal  revenue  laws  of  the  United  States, 
the  Clerk  of  the  House  of  Representatives 
shall  make  the  following  corrections: 

(1)  In  the  table  of  sections: 

(A)  Insert  after  the  item  relating  to  sec- 
tion 405  on  page  3  the  following  new  item: 

Sec.  406.  Retention  of  capital  gains  treat- 
ment for  sales  of  dairy  cattle 
under  milk  production  termi- 
nation program. 

(B)  Strike  out  the  item  relating  to  section 
1302  on  page  8  and  insert  the  following: 

Sec.  1302.  Treatment  of  section  501(cK3) 
bonds. 


Sec.  1303.  Repeal  of  provisions  relating  to 
general  stock  ownership  corpo- 
rations. 

(C)  Strike  out  the  items  relating  to  sub- 
title B  on  page  8  and  insert  in  lieu  thereof 
the  following: 

Subtitle  B— Effective  Dates  and 
Transitional  Rules 

Sec.  1311.  General  effective  dates. 

Sec.  1312.  Transitional  rules  for  construc- 
tion or  binding  agreements  and 
certain  government  bonds 
issued  after  August  15.  1986. 

Sec.  1313.  Transitional  rules  relating  to  re- 
fimdings. 

Sec.  1314.  Special  rules  which  override  other 
rules  in  this  subtitle. 

Sec.  1315.  Transitional  rules  relating  to 
volume  cap. 

Sec.  1316.  Provisions  relating  to  certain  es- 
tablished State  programs. 

Sec.  1317.  Transitional  rules  for  specific  fa- 
cilities. 

Sec.  1318.  Definitions,  etc.,  relating  to  effec- 
tive dates  and  transitional 
rules. 

(D)  Insert  after  the  item  relating  to  sec- 
tion 1569  on  page  9  the  following  new  items: 

Sec.  1570.  Procedure  at  tax  sale  of  seized 
property  where  no  person 
offers  minimum  price. 

Sec.  1571.  Modification  of  tips  allocation 
method. 

Sec.  1572.  Treatment  of  forfeitures  of  land 
sales  contracts  for  purposes  of 
discharge  of  liens. 

(E)  Redesignate  the  items  relating  to  sec- 
tions 1571  and  1572  on  page  9  as  sections 
1581  and  1582,  respectively: 

(F)  In  the  item  relating  to  section  1841  on 
page  10,  strike  out  "Sll"  and  insert  "411". 

(2)  On  page  16,  in  the  table  relating  to  es- 
tates and  trusts  in  subparagraph  (E),  strike 
out    "$7,500"    and    insert    in    lieu    thereof 

•$7,550". 

(3)  On  page  32.  strike  out  the  quotation 
marks  at  the  end  of  subsection  (e)  (relating 
to  determination  of  adjusted  gross  income 
in  case  of  estates  and  trusts)  and  insert 
after  subsection  (e)  the  following  new  sub- 
section: 

"(f)  Coordination  With  Other  Limita- 
tion.—This  section  shall  be  applied  before 
the  application  of  the  dollar  limitation  of 
the  last  sentence  of  section  162(a)  (relating 
to  trade  or  business  expenses)." 

(4)  On  page  34,  redesignate  subsection  (d) 
of  section  132  of  the  bill  as  subsection  (e) 
and  insert  after  subsection  (c)  of  section  132 
of  the  bill  the  following  new  subsection: 

(d)  Termination  op  section  i62( hi.— Sub- 
section (h)  of  section  162  is  amended  by 
adding  at  the  end  thereof  the  following  new 
paragraph: 

"(5)  Termination.— This  subsection  shall 
not  apply  to  any  taxable  year  beginning 
after  December  31,  1990." 

(5)  On  page  61.  insert  the  following  imme- 
diately before  paragraph  (12): 

(E)  Subsection  (d)  of  section  1250  is 
amended  by  striking  out  paragraph  (11). 

(6)  On  page  61,  in  the  amendment  made 
by  paragraph  (14)(B)  strike  out  "section 
168(c)(2)(P)"  and  insert  in  lieu  thereof 
"within  the  meaning  of  section 
168(c)(2)(F)". 

(7)  On  page  66.  in  section  204(a)(1)(B)  of 
the  bill,  strike  out  "and"  at  the  end  of 
clause  (ii),  strike  out  the  period  at  the  end 
of  clause  (iii)  and  insert  in  lieu  thereof  ". 


and",  and  insert  after  clause  (iii)  the  follow- 
ing new  clause: 
(iv)  described  in  subparagraph  (F)  or  (H). 

(8)  On  page  68.  in  the  sentence  immediate- 
ly preceding  subparagraph  (G),  strike  out 
"subsection  (b)(2)"  and  insert  in  lieu  thereof 
"section  203(b)(2)". 

(9)  On  page  68,  in  subparagraph  (H), 
strike  out  "July  1.  1986"  and  insert  in  lieu 
thereof  "June  30,  1986". 

(10)  On  page  69,  in  the  second  line,  strike 
out  "field"  and  Insert  in  lieu  thereof  "filed" 
and  insert  a  comma  after  "permit". 

(11)  On  page  69.  strike  out  paragraph  (4) 
(relating  to  property  treated  under  prior  tax 
Acts)  and  insert  in  lieu  thereof  the  follow- 
ing: 

(4)  Property  treated  under  prior  tax 
ACTS.— The  amendments  made  by  section 
201  shall  not  apply  to  property  described  in 
section  12(c)(2),  31(g)(5),  or  31(g)(17)(J)  of 
the  Tax  Reform  Act  of  1984,  to  property  de- 
scribed in  section  209(d)(1)(B)  of  the  Tax 
Equity  and  Fiscal  Responsibility  Act  of 
1982.  as  amended  by  the  Tax  Reform  Act  of 
1984.  and  to  property  described  in  section 
216(b)(3)  of  the  Tax  Equity  and  Fiscal  Re- 
sponsibility Act  of  1982. 

(12)  On  page  71,  in  clause  (i)  of  subpara- 
graph (K)— 

(A)  strike  out  "super  calendar"  and  insert 
in  lieu  thereof  "supercalendered",  and 

(B)  strike  out  "were  incurred"  and  insert 
in  lieu  thereof  "was  incurred". 

(13)  On  page  74,  after  subparagraph  (Y). 
insert  the  following  new  subparagraph: 

(Z)  A  project  is  described  in  this  subpara- 
graph if— 

(i)  such  project  involves  a  fiber  optic  net- 
work of  at  least  475  miles,  passing  through 
Minnesota  and  Wisconsin:  and 

(ii)  before  January  1,  1986,  at  least 
$15,000,000  was  expended  or  committed  for 
electronic  equipment  or  fiber  optic  cable  to 
be  used  in  constructing  the  network. 

(14)  On  page  75,  in  paragraph  (8)  (relating 
to  solid  waste  disposal  facilities)  strike  out 
the  period  at  the  end  of  subparagraph  (C) 
and  insert  in  lieu  thereof  a  comma,  and  add 
at  the  end  thereof  the  following  new  sub- 
paragraphs: 

(D)  a  bond  volume  carryforward  election 
was  made  for  the  facility  and  the  facility  is 
for  Chattanooga.  Knoxville.  or  Kingsport. 
Tennessee,  or 

(E)  such  facility  is  to  serve  Haverhill.  Mas- 
sachusetts. 

(15)  In  the  paragraph  (10)  (relating  to 
wastewater  or  sewage  treatment  facility) 
which  begins  on  page  75— 

(A)  strike  out  "either"  in  the  material  pre- 
ceding subparagraph  (A), 

(B)  strike  out  "or"  at  the  end  of  subpara- 
graph (A), 

(C)  strike  out  "wastewater  treatment  facil- 
ity" in  subparagraph  (C)  and  insert  in  lieu 
thereof  "wastewater  treatment  facility  serv- 
ing Greenville.  South  Carolina", 

(D)  insert  "or"  at  the  end  of  subparagraph 
(C),  and 

(E)  strike  out  "the  letter  of  intent  and 
service  agreement  described  in  subpara- 
graph (A)(ii)  of  this  paragraph"  in  subpara- 
graph (D)  and  insert  in  lieu  thereof  "such 
letter  of  intent  and  service  agreement". 

(16)  On  page  76,  strike  out  the  last  sen- 
tence of  paragraph  (11). 

(17)  On  page  76,  in  paragraph  (IIKC), 
strike  out  "purchase"  and  insert  in  lieu 
thereof  "purchaser". 

(18)  On  page  77,  In  paragraph  (14)  (relat- 
ing to  certain  cogeneration  facilities)  strike 
out  "or"  at  the  end  of  subparagraph  (C). 
strike  out  the  period  at  the  end  of  subpara- 
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graph (D),  and  insert  in  lieu  thereof  a 
comma,  strike  out  the  period  at  the  end  of 
subparagraph  (E)  and  insert  in  lieu  thereof 
a  comma,  and  insert  after  subparagraph  (E) 
the  following  new  subparagraphs: 

(F)  the  project  has  a  planned  scheduled 
capacity  of  approximately  38,000  kilowatts, 
the  project  property  is  placed  in  service 
prior  to  January  1,  1990,  and  the  project  is 
operated,  established,  or  constructed  pursu- 
ant to  certain  agreements,  the  negotiation 
of  which  began  prior  to  1086,  with  public  or 
municipal  utilities  conducting  business  in 
Massachusetts,  or 

(G)  the  Board  of  Regents  of  Oklahoma 
State  University  took  official  action  on  July 
25, 1986,  with  respect  to  the  project. 

(19)  On  page  77,  in  paragraph  (15)  (relat- 
ing to  electric  generating  stations),  add  "lo- 
cated in  New  Mexico"  after  "to  a  project". 

(20)  On  page  78,  in  the  sixth  line,  strike 
out  "$72,000"  and  insert  in  lieu  thereof 
"$72,000,000". 

(21)  On  page  78,  in  the  sentence  immedi- 
ately preceding  paragraph  (16),  strike  out 
"1986"  and  insert  in  lieu  thereof  "1996".  and 
strike  out  "this  subparagraph"  and  insert  in 
lieu  thereof  "this  paragraph". 

(22)  On  page  78,  in  the  heading  of  para- 
graph (19),  strike  out  "real"  and  insert  in 
lieu  thereof  "rail". 

(23)  On  page  80,  at  the  end  of  paragraph 
(24),  insert  the  following  new  subparagraph: 

(E)  The  amendments  made  by  section  201 
shall  not  apply  to  the  Muskegon,  Michigan, 
Cross-Lake  Perry  project  having  a  projected 
cost  of  approximately  $720,000. 

(F)  The  amendments  made  by  section  201 
shall  not  apply  to  a  new  automobile  carrier 
vessel,  the  contract  price  for  which  is  no 
greater  than  $28,000,000,  and  which  will  be 
constructed  by  Maritime  Overseas  Corpora- 
tion to  transport,  under  the  United  States 
flag  and  with  an  American  crew,  foreign 
automobiles  to  North  America  in  a  case 
where  negotiations  for  such  transportation 
arrangements  commenced  in  1985,  and  de- 
finitive transportation  contracts  were 
awarded  before  June  1986. 

(24)  On  page  80,  in  paragraph  (25)  (relat- 
ing to  certain  wood  energy  projects),  strike 
out  "wood  energy  products"  and  insert  in 
lieu  thereof  "wood  energy  projects". 

(25)  On  page  80,  in  paragraph  (27)— 

(A)  in  subparagraph  (A)— 

(i)  strike  out  "$400,000,000"  and  insert  in 
lieu  thereof  "$500,000,000",  and 

(ii)  strike  out  "letter  of  intent"  and  insert 
in  lieu  thereof  "memorandum  of  terms", 

(B)  in  subparagraph  (B),  strike  out 
"525.000"  and  insert  in  lieu  thereof 
"540,000", 

(C)  in  subparagraph  (O— 

(i)  strike  out  "$32,000,000"  and  insert  in 
lieu  thereof  "$22,000,000".  and 

(ii)  strike  out  "before"  and  insert  in  lieu 
thereof  "on",  and 

(D)  in  subparagraph  (D),  strike  out  "and 
7th  Avenue". 

(26)  On  page  81,  immediately  before  para- 
graph (28),  insert  the  following: 

(DA  600,000  square  foot  mixed  use  build- 
ing known  as  Flushing  Center  with  respect 
to  which  a  letter  of  intent  was  executed  on 
March  26,  1986. 

In  the  case  of  the  building  described  in  sub- 
paragraph (I),  section  203(b)(2)(A)  shall  be 
appUed  by  substituting  "January  1,  1983" 
for  the  applicable  date  which  would  other- 
wise apply. 

(27)  On  page  82,  in  subparagraph  (E), 
strike  out  "$2.2  million"  and  insert  in  lieu 
thereof  "$5  million",  strike  out  "on  January 


27,  1986"  and  insert  "in  1986",  and  insert  "in 
Masontown,  Peimsylvania,"  after  "plant". 

(28)  On  page  82,  in  subparagraph  (K), 
strike  out  "Sierra  Pacific  Power  Company" 
and  insert  in  lieu  thereof  "Sierra  Power  Re- 
sources". 

(29)  On  page  83,  in  subparagraph  (S), 
strike  out  "on  December  31,  1985"  and 
insert  in  lieu  thereof  "by  E>ecember  31, 
1985". 

(30)  On  page  83,  strike  out  subparagraph 
(C)  of  paragraph  (33)  and  insert  in  lieu 
thereof  the  following: 

(C)(i)  a  waste-to-energy  project  in  Derry, 
New  Hampshire,  costing  approximately  $60 
million,  and 

(ii)  a  waste-to-energy  project  in  Manches- 
ter, New  Hampshire,  costing  approximately 
$60  miUion. 

(31)  On  page  83,  in  subparagraph  (G)  of 
paragraph  (33).  strike  out  "Diversatch"  and 
insert  in  lieu  thereof  "Diversatech". 

(32)  On  page  84,  strike  out  the  period  at 
the  end  of  subparagraph  (I)  and  insert  in 
lieu  thereof  a  comma,  strike  out  "and"  at 
the  end  of  subparagraph  (J),  strike  out  the 
period  at  the  end  of  subparagraph  (K)  and 
insert  in  lieu  thereof  ",  and",  and  by  insert- 
ing after  subparagraph  (K)  the  following: 

(L)  A  cogeneration  facility  to  be  built  at  a 
paper  company  in  Turners  Falls,  Massachu- 
setts, with  respect  to  which  a  letter  of 
intent  was  executed  on  behalf  of  the  paper 
company  on  September  26,  1985. 

(34)  The  amendments  made  by  section  201 
shall  not  apply  to  an  approximately  240.000 
square  foot  beverage  container  manufactur- 
ing plant  located  in  Batesville,  Mississippi, 
or  plant  equipment  used  exclusively  on  the 
plant  premises  if— 

(A)  a  2-year  supply  contract  was  signed  by 
the  taxpayer  and  a  customer  on  November 
1.  1985. 

(B)  such  contract  further  obligated  the 
customer  to  purchase  beverage  containers 
for  an  additional  5-year  period  if  physical 
signs  of  construction  of  the  plant  are 
present  before  September  1986. 

(C)  ground  clearing  for  such  plant  began 
before  August  1986.  and 

(D)  construction  is  completed,  the  equip- 
ment is  installed,  and  operations  are  com- 
menced before  July  1,  1987. 

(35)  The  amendments  made  by  section  201 
shall  not  apply  to  any  property  which  is 
part  of  the  multi-family  housing  at  the  Co- 
lumbia Point  Project  in  Boston,  Massachu- 
setts. 

(36)  The  amendments  made  by  section  201 
shall  not  apply  to  any  ethanol  facility  locat- 
ed in  Blair,  Nebraska,  if— 

(A)  in  July  of  1984  an  initial  binding  con- 
struction contract  was  entered  into  for  such 
facility. 

(B)  in  June  of  1986,  certain  Department  of 
Energy  recommended  contract  changes  re- 
quired a  change  of  contractor,  and 

(C)  in  September  of  1986,  a  new  contract 
to  construct  such  facility,  consistent  with 
such  recommended  changes,  was  entered 
into. 

(37)  The  amendments  made  by  section  201 
shall  not  apply  to  any  property  which  is 
part  of  a  sewage  treatment  facility  if,  prior 
to  January  1,  1986,  the  City  of  Conyers, 
Georgia,  selected  a  privatizer  to  construct 
such  facility,  received  a  guaranteed  maxi- 
mum price  bid  for  the  construction  of  such 
facility,  signed  a  letter  of  intent  and  began 
substantial  negotiations  of  a  service  agree- 
ment with  respect  to  such  facility. 

(33)  On  page  84,  in  subsection  (c)(1)(A), 
add  "located  in  Peimsylvania"  before  "con- 
structed pursuant". 


(34)  On  page  84,  in  paragraph  (3)  of  sub- 
section (c),  strike  out  "for  the  applicable 
date"  and  insert  in  lieu  thereof  "(or.  in  the 
case  of  a  project  described  in  subparagraph 
(B)  or  (C),  by  substituting  April  1,  1992') 
for  the  applicable  date.". 

(35)  On  page  85,  redesignate  paragraph  (7) 
as  paragraph  (4). 

(36)  On  page  85,  strike  out  subparagraph 
(B)  of  paragraph  (4)  (as  so  redesignated) 
and  insert  the  following: 

(B)  Campbell  Soup  Company.  Pennsylva- 
nia, California,  North  Carolina.  Ohio.  Mary- 
land, Florida,  Nebraska,  Minnesota,  Texas, 
New  Jersey,  and  Delaware. 

(37)  On  page  85.  strike  out  subparagraph 
(M)  and  insert  in  lieu  thereof  the  following: 

(M)  Samuel  A.  Hardage  Enterprises 
(whether  owned  individually  or  in  partner- 
ship form), 

(38)  On  page  85,  in  subparagraph  (O)  of 
paragraph  (4)  (as  so  redesignated),  strike 
out  "Spring  Cotton"  and  insert  in  lieu 
thereof  "Spray  Cotton". 

(39)  On  page  87.  in  the  third  line  from  the 
bottom,  strike  out  "transaction"  and  insert 
in  lieu  thereof  "transition". 

(40)  On  page  90,  in  paragraph  (4)(A). 
strike  out  "Paragraphs  (c)  and  (d)  of  section 
49  of  the  Internal  Revenue  Code  of  1954" 
and  insert  in  lieu  thereof  "Subsections  (c) 
and  (d)  of  section  49  of  the  Internal  Reve- 
nue Code  of  1986". 

(41)  On  page  90  in  paragraph  (4)(A).  strike 
out  "1935"  and  insert  in  lieu  thereof  "1985". 

(42)  On  page  90,  in  paragraph  (4)(B), 
strike  out  "shall  be  treated  as  transition 
property"  and  insert  in  lieu  thereof  "shall 
be  treated  as  transition  property  and  sub- 
sections (c)  and  (d)  of  section  49  of  such 
Code  shall  not  apply  to  such  property". 

(43)  On  page  90.  immediately  before  sec- 
tion 212,  insert  the  following: 

(C)  Any  solid  waste  disposal  facility  which 
will  process  and  incinerate  solid  waste  of 
one  or  more  public  or  private  entities  in- 
cluding Dakota  County.  Minnesota,  and 
with  respect  to  which  a  bond  carryforward 
from  1985  was  elected  in  an  amount  equal  to 
$12,500,000  shall  be  treated  as  transition 
property  within  the  meaning  of  section 
49(e)  of  the  Internal  Revenue  Code  of  1986. 

(D)  For  purposes  of  section  49  of  such 
Code,  the  following  property  shall  be  treat- 
ed as  transition  property: 

(i)  2  catamarans  built  by  a  shipbuilder  in- 
corporated in  the  State  of  Washington  in 
1964,  the  contracts  for  which  were  signed  on 
April  22.  1986  and  November  12,  1985.  and  1 
barge  built  by  such  shipbuilder  the  contract 
for  which  was  signed  on  August  7,  1985. 

(ii)  2  large  passenger  ocean-going  United 
States  flag  cruise  ships  with  a  passenger 
rated  capacity  of  up  to  250  which  are  built 
by  the  shipbuilder  described  in  clause  (i), 
which  are  the  first  such  ships  built  in  the 
United  States  since  1952,  and  which  were 
designed  at  the  request  of  a  Pacific  Coast 
cruise  line  pursuant  to  a  contract  entered 
into  in  October  1985.  This  clause  shall  apply 
only  to  that  portion  of  the  cost  of  each  ship 
which  does  not  exceed  $40,000,000. 

(iii)  Property  placed  in  service  during  1986 
by  Satellite  Industries,  Inc.,  with  headquar- 
ters   in    Minneapolis,    Minnesota,    to    the . 
extent  that  the  cost  of  such  property  does 
not  exceed  $1,950,000. 

(44)  On  page  91,  strike  out  so  much  of  sub- 
section (f)(2)  as  precedes  subparagraph  (A) 
and  insert  in  lieu  thereof  the  following: 

(2)  Special  rule.— In  the  case  of  the  LTV 
Corporation,  in  lieu  of  the  requirements  of 
paragraph  ( 1 )— 
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(45)  On  pace  92.  in  subsection  (gXlKA) 
(defining  qualified  corporation)  strike  out 
"uncorporated"  and  insert  in  lieu  thereof 
"incorporated". 

(46)  On  page  92,  in  the  3rd  line,  strilce  out 
"such  involvement  begins"  and  insert  in  lieu 
thereof  "when  the  corporation  receives  the 
refund". 

(47)  On  page  92.  inunediately  before  sec- 
tion 213.  Insert  the  following: 

(3)  Spbcial  rule  for  restructuhiiig.— In 
the  case  of  any  corporation,  any  restructur- 
ing taking  place  before  July  1.  1987.  shall 
not  limit.  Increase,  or  otherwise  affect  the 
benefits  which  would  have  been  available 
under  this  section  but  for  such  restructur- 
ing. 

(h)  Tehtativb  Refunds.— Rules  similar  to 
the  rules  of  section  6411(d)  of  the  Internal 
Revenue  Code  of  1986  shall  apply  to  any 
overpayment  resulting  from  the  application 
of  this  section. 

(48)  On  page  104.  redesignate  subsection 
(d)  as  subsection  (e)  and  insert  after  subsec- 
tion (c)  the  following  new  subsection: 

(d)  Appucation  or  Section  334(b)(2).— 
For  purposes  of  subsections  (a)  and  (b),  the 
reference  to  section  334(b)(2)  in  section 
366(c)(2KA)(ii)  of  the  Economic  Recovery 
Tax  Act  of  1981  shall  be  a  reference  to  such 
section  as  in  effect  before  its  repeal. 

(49)  On  page  108,  in  paragraph  (2)(B)  (re- 
-  lating  general  transitional  rule)  strike  out 

clause  (i)  and  redesignate  clauses  (ii)  and 
(ill)  as  clauses  (i)  and  (ii),  respectively. 

(50)  On  page  109,  in  subparagraph  (P), 
strike  out  "San  Francisco"  and  Insert  in  lieu 
thereof  "San  Jose,  California". 

(51)  Page  110,  strike  out  "and"  at  the  end 
of  subparagraph  (Y)  of  paragraph  (4),  and 
strike  out  subparagraph  (Z)  of  paragraph 
(4)  and  insert  in  lieu  thereof  the  following: 

(Z)  the  Bigelow-Hartford  Carpet  Mill  in 
Enfield,  Connecticut, 

(AA)  properties  abutting  125th  street  in 
New  York  County  from  7th  Avenue  west  to 
Momingside  and  the  pier  area  on  the 
Hudson  River  at  the  end  of  such  125th 
Street, 

(BB)  the  Bristol  Carpet  Mill  project  reha- 
bilitating 2  buildings  for  approximately  156 
apartment  units  and  accompanying  com- 
mercial and  office  use, 

(CO  the  City  of  Los  Angeles  Central  Li- 
brary  project   pursuant   to   an   agreement 
dated  December  28,  1983, 
-    (DD)  the  Warehouse  Row  project  in  Chat- 
tanooga, Tennessee, 

(EE)  any  project  described  in  section 
204(aXlKF)of  thisAct, 

(FF)  the  Wood  Street  Commons  project  in 
Pittsburgh,  Pennsylvania. 

(GG)  the  John  Pitch  Court  in  Windsor, 
Connecticut, 

(HH)  any  project  described  in  section 
803(dK6)  of  this  Act. 

(II)  Union  Station.  Indianapolis.  Indiana. 

(JJ)  the  Mattress  Factory  project  in  Penn- 
sylvania, 

(KK)  Union  Station  in  Providence.  Rhode 
Island, 

(LL)  Plat  141.  lot  10.4.  Newport,  Rhode 
Island,  and 

(MM)  South  Pack  Plaza,  Asheville,  North 
Carolina. 

(52)  On  page  118.  in  subparagraph  (B)  of 
paragraph  (2),  strike  out  "Federal  rental  as- 
sistance" and  insert  in  lieu  thereof  "rental 
assistance". 

(53)  On  page  127.  in  the  amendment  made 
by  subsection  (c)  (relating  to  recapture  tax 
not  to  reduce  minimum  tax)  strike  out  "sec- 
tion 42(j)"  and  insert  in  lieu  thereof  "sub- 
section (j)  or  (k)  of  section  42". 


(54)  On  page  128,  strike  out  "and"  at  the 
end  of  clause  (i)  which  appears  at  the  top  of 
the  page,  strike  out  the  period  at  the  end  of 
the  following  clause  (ii),  and  insert  in  lieu 
thereof  a  comma,  and  insert  after  such 
clause  (ii)  the  following  new  clauses: 

(ill)  the  eligible  basis  of  such  building 
shall  be  treated,  for  the  purposes  of  section 
42(h)(4KA)  of  such  Code,  as  if  it  were  fi- 
nanced by  Em  obligation  the  interest  on 
which  is  exempt  from  tax  under  section  103 
of  such  Code  and  which  is  taken  into  ac- 
count under  section  146  of  such  Code,  and 

(iv)  the  amendments  made  by  section  803 
shall  not  apply. 

(55)  On  page  128,  in  subparagraph  (E), 
strike  out  "maximum  annual  additional 
credit"  and  insert  in  lieu  thereof  "maximum 
present  value  of  additional  credits". 

(56)  On  page  130,  insert  immediately 
before  subtitle  G  the  following  new  para- 
graph: 

(5)  Transitional  rule.— In  the  case  of  any 
rehabilitation  expenditures  incurred  with 
respect  to  units  located  in  the  neighborhood 
strategy  area  within  the  community  devel- 
opment block  grant  program  in  Ft.  Wayne, 
Indiana— 

(A)  the  amendments  made  by  this  section 
shall  not  apply,  and 

(B)  paragraph  (1)  of  section  167(k)  of  the 
Internal  Revenue  Code  of  1986,  shall  be  ap- 
plied as  if  it  did  not  contain  the  phrase  "and 
before  January  1,  1987". 

The  number  of  units  to  which  the  preceding 
sentence  applies  shall  not  exceed  150. 

(57)  On  page  139,  in  paragraph  (6)(A)  (re- 
lating to  nonqualified  withdrawals  taxed  at 
highest  marginal  rate)  strike  out  "section 
l(i)"  and  insert  in  lieu  thereof  "section 
l(j)". 

(58)  On  page  142,  strike  out  subsection  (c) 
(relating  to  transitional  rule)  immediately 
preceding  the  heading  for  subtitle  B. 

(59)  On  page  148,  in  section  406,  strike  out 
"after  January  1,  1987"  and  insert  in  lieu 
thereof  "on  or  after  January  1,  1987". 

(60)  On  page  166,  strike  out  subparagraph 
(A)  of  subsection  (d)(1)  and  insert  the  fol- 
lowing: 

(A)  if- 

(i)  in  the  case  of  a  project  placed  in  service 
on  or  before  August  16,  1986,  such  person 
held  an  interest  in  such  project  on  August 
16,  1986,  and  such  person  made  his  initial 
investment  after  December  31, 1983,  or 

(ii)  in  the  case  of  a  project  placed  in  serv- 
ice after  August  16,  1986,  such  person  made 
his  initial  investment  after  December  31, 
1983,  and  such  person  held  an  interest  in 
such  project  on  December  31,  1986,  and 

(61)  On  page  167,  immediately  before  sub- 
section (d)  (relating  to  special  rules)  insert 
the  following  new  paragraph: 

(3)  Special  rule  for  certain  partner- 
ships.—In  the  case  of  any  property  which  is 
held  by  a  partnership— 

(A)  which  placed  such  property  in  service 
on  or  after  December  31,  1985,  and  before 
August  17,  1986.  and  continuously  held  such 
property  through  the  close  of  the  taxable 
year  for  which  the  determination  is  being 
made,  and 

(B)  which  was  not  treated  as  a  new  part- 
nership or  as  terminated  at  any  time  on  or 
after  December  31,  1985,  and  through  the 
close  of  the  taxable  year  for  which  the  de- 
termination is  being  made, 

paragraph  (l)(A)(i)  shall  be  applied  by  sub- 
stituting "December  31,  1986"  for  "August 
16,  1986"  the  2nd  place  if  appears. 

(62)  On  page  167,  redesignate  subsection 
(d)  as  subsection  (e). 


(63)  On  page  189,  amend  subparagraph 
(B)  of  paragraph  (4)  to  read  as  follows: 

"(B)  Investment  income.— The  term  'in- 
vestment income'  means  the  sum  of— 

"(i)  gross  income  (other  than  gain  de- 
scribed in  clause  (ii))  from  property  held  for 
investment,  and 

"(ii)  any  net  gain  attributable  to  the  dis- 
position of  property  held  for  investment. 

(64)  On  page  170,  strike  out  subparagraph 
(A)  of  paragraph  (6)  and  insert  in  lieu  there- 
of the  following: 

"(A)  In  general.— The  amount  of  interest 
paid  or  accrued  during  any  such  taxable 
year  which  is  disallowed  under  this  subsec- 
tion shall  not  exceed  the  sum  of — 

"(i)  the  amount  which  would  be  disal- 
lowed under  this  subsection  if— 

"(I)  paragraph  (1)  were  applied  by  substi- 
tuting the  sum  of  the  ceiling  amount  and 
the  net  investment  income'  for  'the  net  in- 
vestment income',  and 

"(II)  paragraphs  (4)(E)  and  (5)(A)(ii)  did 
not  apply,  and 

"(ii)  the  applicable  percentage  of  the 
excess  of  the  amount  which  (without  regard 
to  this  paragraph)  is  not  allowable  as  a  de- 
duction under  this  subsection  for  the  tax- 
able year  over  the  amount  described  in 
clause  (i). 

The  preceding  sentence  shall  not  apply  to 
any  interest  treated  as  paid  or  accrued 
during  the  taxable  year  under  paragraph 
(2). 

(65)  On  page  173,  in  clause  (iii)  (relating 
to  residence  not  used  or  rented)  strike  out 
"USED  or"  and  strike  out  "or  use". 

(66)  On  page  178,  in  section  1059(e)(2)  of 
such  Code  (as  added  by  section  614(e)  of  the 
bill),     strike     out     "Excpet"     and     insert 

"Except ". 

(67)  On  page  178  in  the  4th  line  from  the 
bottom,  strike  out  "any  dividend"  and  insert 
in  lieu  thereof  "any  fixed  dividend". 

(68)  On  page  192,  strike  out  paragraph  (1) 
of  subsection  (f)  (relating  to  effective  dates) 
and  insert  in  lieu  thereof  the  following: 

(1)  Amendments  made  by  subsections  (a), 
(b),  and  (c).— 

(A)  In  general.— The  amendments  made 
by  subsections  (a),  (b),  and  (c)  shall  apply  to 
any  ownership  change  following— 

(i)  an  owner  shift  involving  a  5-percent 
shareholder  occurring  after  December  31, 
1986,  or 

(ii)  an  equity  structure  shift  occurring 
pursuant  to  a  plan  of  reorganization  adopt- 
ed after  December  31, 1986. 

(B)  Termination  of  old  section  382.— 
Except  in  a  case  described  in  any  of  the  fol- 
lowing paragraplis- 

(i)  section  382(a)  of  the  Internal  Revenue 
Code  of  1954  (as  in  effect  before  the  amend- 
ment made  by  subsection  (a)  and  the 
amendments  made  by  section  806  of  the  Tax 
Reform  Act  of  1976)  shall  not  apply  to  any 
increase  in  percentage  points  occurring 
after  December  31.  1988.  and 

(ii)  section  382(b)  of  such  Code  (as  so  in 
effect)  shall  not  apply  to  any  reorganization 
occurring  after  December  31. 1988. 

(69)  On  page  193.  strike  out  the  clause  (ii) 
immediately  preceding  subparagraph  (D) 
(relating  to  special  rule  for  oil  and  gas  well 
drilling  business)  and  insert  the  following: 

(ii)  the  amendments  made  by  subsections 
(e)  and  (f )  of  section  806  of  the  Tax  Reform 
Act  of  1976  shall  not  apply  to  such  debt  re- 
structuring, except  that  the  amendment 
treated  as  part  of  such  subsections  under 
section  59(b)  of  the  Tax  Reform  Act  of  1984 
(relating  to  qualified  workouts)  shall  apply 
to  such  debt  restructuring. 
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(70)  On  page  194.  in  paragraph  (7)(A)  (re- 
lating to  ownership  change  of  regulated  air 
carrier)  strike  out  "the  parent  corporation 
referred  to  in  section  203(d)(13)(B)"  and 
insert  in  lieu  thereof  "a  parent  corporation 
incorporated  in  March  1980  under  the  laws 
of  Delaware". 

(71)  On  page  197,  in  subparagraph  (B)  (re- 
lating to  exception  where  property  will  be 
used  in  unrelated  business)  strike  out  "not 
recognized  by  reason  of  clause  (1)"  and 
insert  in  lieu  thereof  "not  recognized  by 
reason  of  clause  (i))". 

(72)  On  page  204  in  subsection  (c)(1)(B), 
strike  out  "SO  percent  or  more"  and  Insert 
in  lieu  thereof  "more  than  50  percent". 

(73)  On  page  205.  in  subsection  (d)(1), 
strike  out  "this  section"  and  insert  in  lieu 
thereof  "this  subtitle". 

(74)  On  page  205,  in  paragraph  (5)(A)  (de- 
fining qualified  corporation)  strike  out  "10 
or  fewer  qualified  persons"  and  insert  in 
lieu  thereof  "10  or  fewer  qualified  persons 
who  have  held  stock  in  such  corporation  for 
the  lesser  of  (i)  the  5-year  period  ending  on 
the  date  of  the  adoption  of  the  plan  of  com- 
plete liquidation,  or  (ii)  the  period  during 
which  the  corporation  (or  any  predecessor) 
was  in  existence". 

(75)  On  page  206,  insert  the  following  new 
paragraph  immediately  before  subsection 
(d): 

(9)  Application  op  nonliquidating  distri- 
butions.—The  provisions  of  this  subsection 
shall  also  apply  in  the  case  of  any  distribu- 
tion (not  in  complete  liquidation)  made  by  a 
qualified  corporation  before  January  1, 
1989. 

(76)  On  page  206.  in  subsection  (e)(2). 
strike  out  "May  9,  1929"  and  insert  in  lieu 
thereof  "May  9.  1929  (or  any  direct  or  indi- 
rect subsidiary  of  such  corpwration". 

(77)  On  page  207,  in  paragraph  (3).  strike 
out  "decent  dying  on  June  15.  1956,  to  its" 
and  insert  in  lieu  thereof  "decedent  dying 
on  June  15,  1956,  or  its". 

(78)  On  page  207,  in  the  last  sentence  of 
paragraph  (3),  strike  out  "of  such  Code)" 
and  insert  in  lieu  thereof  "of  such  Code". 

(79)  On  page  207,  in  paragraph  (4)(A)(i)(I) 
strike  out  "binding  on  the  selling  corpora- 
tion to  sell  substantially  all  its  assets"  and 
insert  in  lieu  thereof  "to  sell  substantially 
all  of  the  assets  of  a  selling  corporation  or- 
ganized under  the  laws  of  Massachusetts  on 
October  20,  1976,". 

(80)  On  page  209.  in  section  1060(b)(3)  (as 
added  by  the  amendments  made  by  section 
641(a))  strike  out  "the  Secretary  may  find 
necessary"  and  insert  in  lieu  thereof  "the 
Secretary  deems  necessary". 

(81)  On  page  211.  in  the  heading  of  para- 
graph (2)  of  subsection  (c).  strike  out  "Tra- 
ditional" and  insert  in  lieu  thereof  "Tran- 
sitional". 

(82)  On  page  211.  strike  out  subpara- 
graphs (A)  and  (B)  of  paragraph  (1)  of  sec- 
tion 453(g)  (as  amended  by  section  642(b)<2) 
of  the  bill)  and  insert  the  following: 

"(A)  subsection  (a)  shall  not  apply. 

"(B)  for  purposes  of  this  title— 

"(i)  except  as  provided  in  clause  (ii).  all 
payments  to  be  received  shall  be  treated  as 
received  in  the  year  of  the  disposition,  and 

"(ii)  in  the  case  of  any  payments  which 
are  contingent  as.  to  the  amount  but  with  re- 
spect to  which  the  fair  market  value  may 
not  be  reasonably  ascertained,  the  basis 
shall  be  recovered  ratably,  and 

"(C)  the  purchaser  may  not  increase  the 
basis  of  any  property  acquired  in  such  sale 
by  any  amount  before  the  time  such 
amount  is  includible  in  the  gross  income  of 
the  seller." 


(83)  On  page  212.  in  the  fourth  line,  strike 
out  "issued  after"  and  insert  in  lieu  thereof 
"acquired  after". 

(84)  On  page  224.  in  the  amendment  made 
by  paragraph  (3)  (relating  to  treatment  of 
net  capital  loss  after  October  31  of  any 
year)  strike  out  "regulated  investment  com- 
pany taxable  income"  and  insert  in  lieu 
thereof  "the  taxable  income  of  the  regulat- 
ed investment  company". 

(85)  On  page  225.  redesignate  the  subsec- 
tion added  by  section  654(a)  of  the  bill  as 
subsection  (h). 

(86)  On  page  236,  in  the  amendment  made 
by  paragraph  (3)  (relating  to  treatment  of 
net  capital  gain  after  October  31  of  any 
year)  strike  out  "real  estate  Investment 
trust  taxable  income"  and  insert  "the  tax- 
able income  of  the  real  estate  investment 
trust". 

(87)  On  page  249,  immediately  before  title 
VII  insert  the  following  new  subsection: 

(d)  Study.— The  Secretary  of  the  Treas- 
ury or  his  delegate  shall  conduct  a  study  of 
the  operation  of  the  amendments  made  by 
this  part  and  their  competitive  impact  on 
savings  and  loan  institutions  and  similar  fi- 
nancial institutions.  Not  later  than  January 
1,  1990,  the  Secretary  shall  submit  a  report 
of  such  study  to  the  Committee  on  Ways 
and  Means  of  the  House  of  Representatives 
and  the  Committee  on  Finance  of  the 
Senate  (together  with  such  recommenda- 
tions as  he  may  deem  advisable). 

(88)  On  page  264,  in  clause  (ill)  of  para- 
graph (5)(C),  insert  '(whether  a  current  or 
advance  refunding)"  after  "any  refunding 
bond". 

(89)  On  page  268,  in  subsection  (h)(1)  (re- 
lating to  coordination  with  certain  limita- 
tions) strike  out  "section  56"  and  insert  in 
lieu  thereof  "sections  56  and  58". 

(90)  On  page  271,  in  the  third  line,  strike 
out  "section  631(a)"  and  insert  in  lieu  there- 
of "section  221(a)". 

(91)  On  page  271.  strike  out  paragraph  (3) 
and  insert  in  lieu  thereof  the  following: 

"(3)  Regular  investment  tax  credit  may 

OPPSET  25  percent  OF  MINIMUM  TAX.— 

"(A)  In  general.— In  the  case  of  any  C  cor- 
poration, to  the  extent  the  credit  under  sub- 
section (a)  is  attributable  to  the  application 
of  the  regular  percentage  under  section  46, 
the  limitation  of  paragraph  (1)  shall  be  the 
greater  of— 

"(i)  the  lesser  of— 

"(I)  the  allowable  portion  of  the  taxpay- 
er's net  regular  tax  liability  for  the  taxable 
year,  or 

'(II)  the  excess  (if  any)  of  the  taxpayer's 
net  regular  tax  liability  for  the  taxable  year 
over  75  percent  of  the  tentative  minimum 
tax  for  the  taxable  year,  or 

"(ii)  25  percent  of  the  taxpayer's  tentative 
minimum  tax  for  the  year. 

"(B)  Limitation.— In  no  event  shall  this 
paragraph  permit  the  allowance  of  a  credit 
which  would  result  in  a  net  chapter  1  tax 
less  than  an  amount  equal  to  10  percent  of 
the  amount  determined  under  section 
55(b)(1)(A)  without  regard  to  the  alterna- 
tive tax  net  operating  loss  deduction.  For 
purposes  of  the  preceding  sentence,  the 
term  net  chapter  1  tax'  means  the  sum  of 
the  regular  tax  liability  for  the  taxable  year 
and  the  tax  imposed  by  section  55  for  the 
taxable  year  reduced  by  the  sum  of  the 
credits  allowable  under  this  part  for  the 
taxable  year  (other  than  under  section  34)." 

(92)  On  page  279,  in  paragraph  (4)  (relat- 
ing to  treatment  of  affiliated  group  provid- 
ing engineering  services)  strike  out  "the 
completed  contract  method"  and  insert  in 
lieu  thereof  "a  long-term  contract  method". 


(93)  On  page  288.  in  paragraph  (4KA)(i) 
(relating  to  transition  property  exempted 
from  interest  capitalization)  strike  out 
"203"  each  place  it  appears  and  insert  in 
lieu  thereof  "204". 

(94)  On  page  293.  in  subparagraph  (B)  of 
section  804(d)(2).  strike  out  "section 
263A(cK5)"  and  insert  in  Ueu  thereof  "sec- 
tion 460(c)(5)". 

(95)  On  page  297,  in  paragraph  (4)  (relat- 
ing to  special  rule  for  casual  sales)  strike 
out  "as  of  the  close  of  such  taxable  year  in 
lieu"  and  insert  in  lieu  thereof  "as  of  the 
close  of  such  taxable  year  (determined  by 
not  taking  into  account  any  indebtedness 
described  in  paragraph  (3)(B))  in  lieu". 

(96)  On  page  298,  strike  out  so  much  of 
subsection  (d)(2)  (relating  to  excess  alloca- 
ble installment  indebtedness)  as  precedes 
subparagraph  (A)  thereof  and  insert  the  fol- 
lowing: 

"(2)  Excess  allocable  installment  in- 
debtedness.—If  the  allocable  installment  in- 
debtedness for  any  taxable  year  exceeds  the 
amount  which  may  l)e  allocated  under  para- 
graph  (1)  to  applicable  installment  obliga- 
tions arising  in  (and  outstanding  as  of  the 
close  of)  such  taxable  year,  such  excess 
shall- 

(97)  On  page  299,  immediately  before  sub- 
paragraph (B)  (relating  to  exception  for 
personal  use  and  farm  property)  insert  the 
following: 

Such  term  also  includes  any  obligation  held 
by  any  person  if  the  basis  of  such  obligation 
in  the  hands  of  such  person  is  determined 
(in  whole  or  in  part)  by  reference  to  the 
basis  of  such  obligation  in  the  hands  of  an- 
other person  and  such  obligation  was  an  ap- 
plicable installment  obligation  in  the  hands 
of  such  other  person. 

(98)  On  page  290,  in  the  paragraph  (3)  re- 
lating to  look-back  method,  strike  out 
"paragraph  (1)"  each  place  it  appears  and 
insert  in  lieu  thereof  "subparagraph  (A)". 

(99)  Beginning  on  page  302.  strike  the  sub- 
paragraphs (D)  and  (E)  immediately  preced- 
ing paragraph  (5)  and  retain  paragraphs  (5), 
(6).  (7),  and  (8)  as  part  of  section  811(c). 

(100)  On  page  302.  in  paragraph  (5)  (relat- 
ing to  special  rule  for  qualified  buyout) 
strike  out  "October  23.  1985"  each  place  it 
appears  and  insert  in  lieu  thereof  ""October 
23,  1984  ". 

(101)  On  page  303,  redesignate  the  subsec- 
tion added  by  section  812(a)  as  subsection 
(k). 

(102)  On  page  303,  in  subsection  (c)  as 
added  by  section  812(b)(2),  strike  out 
"453(j)"  and  insert  in  lieu  thereof  ""453(k)". 

(103)  On  page  304,  in  section  812(c)(1). 
strike  out  '"paragraph  (2)"  and  insert  In  lieu 
thereof  "paragraphs  (2)  and  (3)". 

(104)  On  page  304.  redesignate  paragraph 
(2)  of  section  812(c)  as  paragraph  (3)  and 
insert  after  paragraph  (1)  the  following  new 
paragraph: 

(2)  Sales  op  stock,  etc.— Section  453(k)(2) 
of  the  Internal  Revenue  Code  of  1986.  as 
added  by  subsection  (a),  shall  apply  to  sales 
after  December  31,  1986,  in  taxable  years 
ending  after  such  date. 

(105)  On  page  304,  strike  out  subpara- 
graphs (B)  and  (C)  of  section  812(c>(3)  of 
the  bill  (as  so  redesignated)  and  Insert  In 
lieu  thereof  the  following: 

(B)  such  change  shall  be  treated  as  having 
been  made  with  the  consent  of  the  Secre- 
tary, 

(C)  the  period  for  taking  Into  account  ad- 
justments under  section  481  of  such  Code  by 
reason  of  such  change  shall  not  exceed  4 
years,  and 
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(D)   the  amount  taken  Into  account  in  (114)  On  page  319,  on  the  1st  line,  redesig-  thereof  "individuals  participating  on  August 

each  of  such  4  years  shall  be  the  applicable  nate  paragraph  (6)  as  paragraph  (7).  16,  1986,  in  a  deferred  compensation  plan", 

percentage  (determined  in  accordance  with  (115)  On  page  319,  strike  out  subsection  (120)  On  page  361,  strike  out  the  period  at 

the  following  table)  of  the  net  adjustment:  (c)(1)  and  insert  in  lieu  thereof  the  follow-  the  end  of  paragraph  (4)  (relating  to  transi- 

In  the  cai«  of  the:              The  applicable  percent-  ing:  tion  rule  Where  sum  of  defined  contribution 

age  is:  ( 1 )  In  GENERAL.— The  amendment  made  by  and  defined  benefit  plan  fractions  exceed 

l»t  taxable  year 15  subsection  (a)  shall  apply  to  taxable  years  i.o)  and  insert  in  lieu  thereof  '(determined 

JS?'?^'*  *'^ ?n  begiiming   after  December  31,    1981,   and,  as  if  the  amendments  made  by  this  section 

'St^itye" 30  except  as  provided  in  paragraph  (2),  the  were  in  effect  for  such  year)." 

(106)  On  page  305,  Insert  the  following  amendment  made  by  subsection  (b)  shall  (12I)     On     page     381      in     subsection 
paragraph  at  the  end  of  section  822(b):  ""^i.  '^,   i^o^ao     ^^^  begmning  after  De-  (e)(3)(A)(iii),  strike  out  "a  plan  or  merger" 

(6)   Paragraph   (2)   of   section   703(b)   is  cember  31, 1982.             ....                  .  and  insert  in  lieu  thereof  "the  plan". 

amended^  striking  out  "or  (d)(4)".  o*,ViV°."  *"*^^f";.  f^""-*  °"^  P^agraph  (^22)  On  page  382,  strike  out  the  subpara- 

(107)  On  page  306.  strike  out  subsection  (2)  (defining  qualified  life  msurance  compa-  ^^p^  ^p)  preceding  section  1113  and  insert 
(b)  of  section  824  of  the  biU  and  insert  the  "^if"^ 'Jff;,'^i,^^/°"°*s"!.„„„  company  -  ^  »«"  ^^^""'^  ^^e  following: 

foUOWtar  <2)   QC^LIFIED   Lire   INSURANCE  COMPANY^  ^^,  SfIX:iKL  RULE  FOR  PLANS  WHICH  MAY  NOT 

(b)  TECHNICAL  AMENDMENTS.-  ^ouaK  itfe  iLSrlJife  comp^v"  me^  terminate.-To  the  extent  provided  in  regu- 

(1)  Subsection  (c)  of  section  362  (relating  X*'f  fl 'SloS^omnS  AetnT  U^  la^O"^  prescribed  by  the  Secretary  of  the 

to  special  rules  for  cerUin  contributions  to  ^J^^^  X^^^^y    A^n^Ufe  Si^ce  Treasury  or  his  delegate,  if  a  plan  is  prohi- 

capital)  is  amended  by  striking  out  para-  "^^"^^^^'^l^^J^^'^^^Sj'^^^  bitted  from  terminating  under  title  IV  of 

grapn  (j).  Afrirfpnt  Tn«iirnnfp  Pnmnanv  Providpnt  Na-  the  Employee  Retirement  Income  Security 

reSi^n^  ^c"rr'i?n^"is°"a^'end:d'S  SSrii^^/cSLT'ESrule^U  Act  of  1974  before  the  1st  year  to  which  tije 

Ifii^   if  .t  I^^J^nh  f\?         amenaea  oy  j^^^^^j   ^i^^  insurance  Company,   Mutual  amendment  made  by  subsection  (b)  would 

ftW«^.,f Tv^oroJ«.nv,  i±^  rrpiatina  fn  Benefit  Life  Insurance  Company,  Connecti-  apply,  the  amendment  made  by  subsection 

triitment  of  irt^fSTne^hi^)  appear  cut  Mutual  Life  Insurance  Company,  Phoe-  (b)  shall  only  apply  to  years  after  the  1st 

^^t  in  r.^ap  U?^P  ^  or^u^i-f^n  fe)  ^^^  ^utual  Life  Insurancc  Company,  John  year  in  which  the  plan  is  able  to  terminate. 

^^^.f^  Jl  ^^iJ^t  lu^^^r^^nY.  Hancock  Mutual  Life  Insurance  Company,  (123)   On   page   393   in   the   amendment 

of  section  806.  J«^/f'«"»^.!,"J*  Pf  ^»P^  New  England  Mutual  Life  Insurance  Com-  made  by  subsection  (e)  (relating  to  nondis- 

(4)  as  paragraph  (3),  wid  strike  oiaa^^  ^^^  p^^  ^^^^^^  ^^^  insurance  crimination  standards).  strike  out 
demnity  '«T^|»e'?<- ^"^,^"^„P"*^^.,*"^  Company,  Transamerica  Occidental  Life  In-  ■401(m)(4)(A)  which  meets"  and  insert  in 
insert  »«  "eu  tnereoi  an  unaerwrmng  g^^^pp  Company  of  Illinois,  Transamerica  Ueu  thereof  "section  401(m)(4)(A))  which 
**?i^S?^J,  ;,-«»  qiB  i„  .,^ti„„  on-jffwiwp^  Li^e    Insurance    and    Annuity    Company,  meet"  and  strike  out  the  closing  parenthesis 

(109)  On  pi^e  315  in  section  902(f)(3)(F^  Transamerica  Assurance  Company,  Trans-  after  "(C)". 

?n^4  inVieu  t^^^f    di^triS^facilify'  ^«"c»  Occidental  Life  Insurance  Compa-  (124)  On  page  397  in  subparagraph  (C) 

^[^)^n  nJp  3^  in  suboSao^CG)  of  ^^-  Provident  Mutual  Life  Insurance  Com-  (relating  to  method  of  distributing  excess 

J.^n?(3Hrelatin^^t?Sonalrues)  Pany  of  Philadelphia,  Northwestern  Mutua  contributions)   strike   out  "excess"   in  the 

paragraph  (3)   relatmg  to  transitional  ruies)  ^^     insurance  Company,  The  Prudential  cuboaraeraDh   headine  and   insert   in  lieu 

strike  out  "Wisconsin"  and  msert  in  lieu  T_-,,ranfp  romnanv  of  America   United  of  f^^P^f^rapn   neaamg  ana   insen.   m   iieu 

thprpnf  Ohin"  Insurance  Company  01  America,  uniiea  01  thereof  "excess  aggregate". 

( lU)  On  D^e  315  in  subparagraph  (M)  of  °'"^*'f  V^^  Insurance  Company,  Metropoli-  <  125)  On  page  399  at  the  end  of  subsection 

p^?h  "In  s'trik" ouf  •'^Sa'^L.I  ^TiS^Jrpa"e"327''S"'out  clause  (iv)  of  '"''  '^^^  '"^^  ^""^^^  "^  ^^^^^^^^ 

K^^  lieu  thereof  "Pontalba".  paragrajh  (?)fc)  Sd^i^ert  thet^^^^^^  JLm™?*"^'*""    '""'"""    '°    "°"''' 

(112)  On   page   316.   m   the  second   line,  (iy)  dental  benefit  coveraee  orovided  by  a  ""^dm^nt.— 

Strike  out  "subparagraph"  and  insert  "para-  ^^^^  ^^^^l^Z^' ^^^ror£.tlol  '"t' I^^T^TX^^^^lr'^T^^^ 

Braph".  through  contracts  with  independent  profes-  The  Secretary  of  the  Treasury  or  his  dele- 

(113)  On  page  318,  strike  out  paragraph  ^^^^^^  ^^-^^^  providers  so  long  as  the  provi-  8f,te  shall  prescribe  an  amendment  which 

(5)  (relating  to  election)  and  insert  the  fol-  ^^^^  ^f  such  coverage  is  the  principal  activi-  allows  a  plan  to  make  any  distribution  de- 
lowing  new  paragraphs:  ^y  qj  such  organization.  scribed  ui  section  401(m)(7)  of  the  Internal 

"(5)    Election    to    treat    as    ordinary  ^jg,  q^   page  328    immediately   before  Revenue  Code  of  1986. 

LOSS.-  subtitle  C,  insert  the  following  new  section  (B)  Adoption  by  PLAN.-If  a  plan  adopts 

"(A)  In  general.— In  lieu  of  any  election  (j^^d  amend  the  table  of  sections  according-  the  amendment  prescribed  under  subpara- 
under  paragraph  (1).  the  taxpayer  may  elect  jy).  graph  (A)  and  makes  a  distribution  in  ac- 
to  treat  the  amount  referred  to  in  para-  gg^l  ,,,^  special  rile  FOJI  mutual  life  insur-  cordance  with  such  amendment,  such  distri- 
graph  ( 1 )  for  the  taxable  year  as  an  ordi-  ^NCE  company.  bution  shall  be  treated  as  made  in  accord- 
nary  loss  described  in  subsection  (c)(2)  in-  (j^,  j„  general.— Paragraph  (2)  of  section  ance  with  the  provisions  of  the  plan, 
curred  during  the  taxable  year.  217(i)  of  the  Tax  Reform  Act  of  1984  is  (126)  On  page   410   in  the  second  line, 

"(B)  Limitations.—  amended  to  read  as  follows:  strike  out  "or". 

"(i)  Deposit  may  not  be  reoERALLY  in-  .(2)  ErrEcr  or  election  on  subsidiaries  (127)  On  page  413  immediately  before  sec- 
SURED.— No  election  may  be  made  under  sub-  ^p  electing  parent.— For  purposes  of  deter-  tion  1124,  Insert  the  following  new  para- 
paragraph  (A)  with  respect  to  any  loss  on  a  mining  the  amount  of  the  small  life  insur-  graph: 

deposit  in  a  qualified  financial  institution  if  j^ce  company  deduction  of  any  controlled  (5)  (Clarification  of  application  of  sec- 

part  or  all  of  such  deposit  is  insured  under  group  which   includes  a  mutual  company  tion  72(t).— Section  72(t)  of  the  Internal 

Federal  law.  which  made  an  election  under  paragraph  Revenue  Code  of  1986  (as  added  by  subsec- 

"(ii)  Dollar  UMiTATiON.— With  respect  to  (d  the  Uxable  income  of  such  electing  tion  (a)  shall  apply  to  any  distribution  with- 
each  financial  institution,  the  aggregate  company  shall  be  taken  into  account  under  gut  regard  to  whether  such  distribution  is 
amount  of  losses  attributable  to  deposits  in  section  806(b)(2)  of  the  Internal  Revenue  ^ade  pursuant  to  section  411(a)(ll)  or  sec- 
such  financial  institution  to  which  an  elec-  code  of  1954  (relating  to  phaseout  of  small  ^^^^^  417(e)  of  the  Internal  Revenue  Code  of 
tion  under  subparagraph  (A)  may  be  made  ijfe  insurance  company  deduction)."  ^ggg 

by  the  taxpayer  for  any  Uxable  year  shall  (b)    Effective    DATE.-The    amendment  ^^jS)  On  page  418  in  paragraph  (2)  (relat- 

not  exceed  $20,000  ($10,000  in  the  case  of  a  made  by  this  section  shall  apply  to  taxable  ^    ^^  exception  where  termination  date  oc- 

separate  return  by  a  married  individual),  years  beginning  after  December  31,   1986,  gy^red  before  January  1,  1986)  strike  out 

The  limitation  of  the  preceding  sentence  and  before  January  1, 1992.  "November    19     1978"   and   insert   in   lieu 

shaU  be  reduced  by  the  amount  of  any  in-  (119)  On  page  366,  in  paragraph  (5)  (relat-  .^      ,  "SeDtember  19  1978" 

surance  proceeds  under  any  State  law  which  mg  to  special  rule  for  certain  deferred  com-  ^^  .^  ^^^  amendment  made  by 

can  reasonably  be  expected  to  be  received  pensation  plans)-  <:«.tion  1145(c)   strike  out  "July  24    1984" 

with  respect  to  losses  on  deposits  in  such  in-  (A,  strike  out  "to  employees  on  August  1.  S^^rt  to  liLu  fSof  Vy  H  19^4" 

"(6)°^«moN.-Any  election  by  the  tax-  (bI  strike  out  "a  deferred  compensation  (129)  On  page  «5.  in  subparagraph  (D^ 

payer  under  this  sub^tion  for  any  Uxable  plan"  in  subparagraph  (A)  and  insert  in  lieu  (relating  to  cerUin  'ndiy^duak  may  not  be 

year  may  be  revoked  only  with  the  consent  thereof    "to    employees    participating    on  disregarded)  strike  out     under  such  plan 

of  the  Secretary  and  shall  apply  to  all  losses  August  16,  1986.  in  a  deferred  compensation  and    insert    m    lieu    thereoi      unaer   sucn 

for  such  taxable  year  of  the  taxpayer  on  de-  plan",  and  ^^f^^:  «              ^..k   i„  »ho  „a™»,«„h  in\ 

posits  in   the   Institution   with   respect   to  (C)  strike  out  "a  deferred  compensation  (130)  On  page  445,  m  the  paragraph  (8) 

which  such  election  was  made.  plan"  in  subparagraph  (B)  and  insert  in  lieu  added  by  subsection  (f )- 
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(A)  insert  "under  all  plans  of  the  employ- 
er" after  "employees"  the  2nd  and  3rd  time 
it  appears  in  subparagraph  (A),  and 

(B)  strike  out  '^ISCgX?)"  In  subparagraph 
(B)  and  Insert  in  lieu  thereof  "414(q)(7)". 

(131)  On  page  445  In  subsection  (tX2). 
strike  out  '132,"  and  insert  in  lieu  thereof 
"132,  162(1)(2),  162(k),". 

(132)  On  page  445  immediately  before  sub- 
section (g)  (relating  to  the  definition  of  ex- 
cludable employee)  insert  the  following: 
Paragraph  (6)  of  section  129(e)  is  amended 
by  striking  out  'of  subsection  (d)"  and  in- 
serting in  lieu  thereof  "of  subsection  (d) 
(other  than  paragraphs  (4)  and  (8)  there- 
of)". 

(133)  On  page  447  at  the  end  of  subsection 
(k)(l),  insert  the  following  new  sentence: 
Notwithstanding  the  preceding  sentence, 
the  amendments  made  by  subsections  (e)(1) 
and  (i)(3)(C)  shall,  to  the  extent  they  relate 
to  section  162(i)(2)  and  162(k)  of  the  Inter- 
nal Revenue  Code  of  1986,  apply  to  years 
beginning  after  1986. 

(134)  On  page  447  in  the  5th  line  strike 
out  "132,"  and  insert  in  lieu  thereof  "132, 
162(i)(2),  162(k),". 

(135)  On  page  451,  in  subsection  (b)(1)  (de- 
fining qualified  military  benefit)  strike  out 
"or  regulation  thereunder"  and  insert  in 
lieu  thereof  ",  regulation,  or  administrative 
practice". 

(136)  On  page  459,  in  section  1177(b), 
strike  out  "made  by  this  subtitle"  and  insert 
in  lieu  thereof  "made  by  section  1175". 

(137)  On  page  480  in  paragraph  (3)(B), 
strike  out  "issued  on"  and  insert  in  lieu 
thereof  "bearing". 

(138)  On  page  497.  in  subparagraph  (C)  of 
paragraph  (3)— 

(1)  strike  out  "July  9"  and  insert  in  lieu 
thereof  "June  9",  and 

(2)  strike  out  "March  31,  1982"  and  insert 
in  lieu  thereof  "November  3, 1981". 

(139)  On  page  498,  in  subparagraph  (D) 
defining  qualified  and  reinsurance  income— 

(A)  strike  out  "tl  risks  (other  than  risk" 
and  insert  in  lieu  thereof  "to  risks  (other 
than  risks", 

(B)  strike  out  '"as  of  August  16,  1986, 
under  a  reinsurance  contract  in  effect  on 
such  date"  and  insert  in  lieu  thereof  "under 
a  reinsurance  contract", 

(C)  strike  out  ""the  preceding  sentence" 
and  inserting  in  lieu  thereof  "this  subpara- 
graph", and 

(D)  add  at  the  end  thereof  the  following: 
"For  purposes  of  this  paragraph,  the 
amount  of  qualified  reinsurance  income 
shall  not  exceed  the  amount  of  insurance 
Income  from  reinsurance  contracts  for  cal- 
endar year  1985." 

(140)  On  page  501,  strike  out  subsection 

(b)  (relating  to  technical  amendment)  and 
insert  in  lieu  thereof  the  following: 

(b)  Technical  Amendbients.— 

(1)  Subsection  (d)  of  section  959  is  amend- 
ed by  striking  out  the  period  at  the  end 
thereof  and  inserting  in  lieu  thereof  ""; 
except  that  such  distributions  shall  immedi- 
ately reduce  earnings  and  profits." 

(2)  Subsection  (a)  of  section  246A(a)  (as 
amended  by  section  1804)  is  amended  by 
striking  out  the  last  sentence. 

(141)  On  page  502,  strike  out  subsection 

(c)  of  section  1228  and  insert  the  following: 

(c)  Election.— An  election  under  this  sec- 
tion may  only  be  made  with  respect  to  1 
transfer,  sale,  exchange,  or  other  disposi- 
tion. 

(142)  On  page  505,  at  the  end  of  subsec- 
tion (gK2)(A).  insert  the  following  new  sen- 
tence: "In  the  case  of  any  transfer  (or  li- 
cense) which  is  for  use  within  the  United 


States  and  is  not  to  a  foreign  person,  the 
preceding  sentence  shall  be  applied  by  sub- 
stituting "August  16,  1986"  for  "November 
16,  1985". 

(143)  On  page  522  in  the  amendment 
made  by  subsection  (b)(2)(D),  strike  out 
"884(a)(2)"  and  insert  in  lieu  thereof 
"•884(b)(2)". 

(144)  On  page  548,  in  clause  (i)  of  para- 
graph (3)(B),  insert  a  comma  after  ""private 
business  use". 

(145)  On  page  555,  in  clause  (iii)  of  sub- 
paragraph (A),  strike  out  "no  bond  which  is 
part  of  such  issue  meets"  and  insert  in  lieu 
thereof  ""such  Issue  does  not  meet". 

(146)  On  page  555,  in  paragraph  (4)  of 
subsection  (b),  insert  "is  part  of  an  issue 
which"  after  ""which". 

(147)  On  page  570,  in  clause  (ii)  of  para- 
graph (12)(A),  insert  "(or  series  of  bonds)" 
before  "issued  to  refund". 

(148)  On  page  571,  strike  out  "eligible" 
and  all  that  follows  in  subparagraph  (B)  of 
subsection  (b)(1)  and  Insert  in  lieu  thereof 
the  following:  'eligible.  A  bond  shall  not  be 
treated  as  a  qualified  student  loan  bond  if 
the  issue  of  which  such  bond  Is  a  part  meets 
the  private  business  tests  of  paragraphs  (1) 
and  (2)  of  section  141(b)  (determined  by 
treating  501(c)(3)  organizations  as  govern- 
mental units  with  respect  to  their  activities 
which  do  not  constitute  unrelated  trades  or 
businesses,  determined  by  applying  section 
513(a))." 

(149)  On  page  575,  in  subclause  (I)  of  sec- 
tion 145(b)(2)(B)(ii),  strike  out  ■"103(b)'"  and 
insert  in  lieu  thereof  ■■103(b)(2)". 

(150)  On  page  576,  in  subsection  (d),  strike 
out  "the  issue  elects "  and  insert  in  lieu 
thereof  ""the  issuer  elects". 

(151)  On  page  579,  strike  out  subpara- 
graph (A)  of  paragraph  (5)  and  insert  in  lieu 
thereof  the  following: 

"(A)  the  purpose  of  issuing  exempt  facili- 
ty bonds  described  in  1  of  the  paragraphs  of 
section  142(a),". 

(152)  On  page  583,  in  subparagraph  (A)  of 
paragraph  (2),  insert  "for"  after  "thereon". 

(153)  On  page  585,  in  subsection  (e),  strike 
out  "treated  as". 

(154)  On  page  590,  at  the  end  of  para- 
graph (3),  insert  the  following:  "To  the 
extent  provided  by  the  Secretary,  a  series  of 
issues  which  are  redeemed  during  a  6-month 
period  shall  be  treated  as  1  issue  for  pur- 
poses of  the  preceding  sentence  if  no  bond 
which  is  part  of  any  such  issue  has  a  matu- 
rity of  more  than  60  days  or  is  a  private  ac- 
tivity bond." 

(155)  On  page  591,  in  the  last  sentence  of 
subparagraph  (C).  strike  out  "is  redeemed '" 
and  insert  in  lieu  thereof  "is  to  be  re- 
deemed". 

(156)  On  page  591,  in  clause  (i)  of  subpara- 
graph (D),  insert  "for  a  program "  before 
"described  in  section  144(b)(1)(A)". 

(157)  On  page  592,  on  the  first  line,  strike 
out  "such  a  program"  and  insert  in  lieu 
thereof  "such  program". 

(158)  On  page  594,  in  clause  (iii)  of  para- 
graph (3)(A),  strike  out  "with  respect  to  any 
bond  issued  before  July  1, 1989  ". 

(159)  On  page  595,  in  paragraph  (4)(A), 
strike  out  "'a  qualified  student  loan  bond, 
and  a  qualified  redevelopment  bond'  and 
insert  in  lieu  thereof  "and  a  qualified  stu- 
dent loan  bond". 

(160)  On  page  596,  in  clause  (v)  of  para- 
graph (3)(A),  strike  out  "as  defined  in  sec- 
tion 148(f)(6)(A)"  and  insert  in  lieu  thereof 
"(as  defined  in  section  148(f)(6)(A)) ". 

(161)  On  page  602,  clause  (ii)  of  subsection 
(f)(2)(C)  is  amended  to  read  as  follows: 

(ii)  Clause  (ii)  of  section  25(c)(2XA)  is 
amended  by  striking  out  all  that  follows  "an 


amount  of"  and  inserting  in  lieu  thereof 
"private  activity  bonds  which  it  may  other- 
wise issue  during  such  calendar  year  under 
section  146.". 

(162)  On  page  606.  in  section  1311.  redesig- 
nate subsection  (d)  as  subsection  (e).  and 
insert  after  subsection  (c)  the  following  new 
subsection: 

(d)  Public  Approval  and  Inpormation  Re- 
porting.—Sections  147(f)  and  149(e)  of  the 
1986  Code  shall  apply  to  bonds  issued  after 
December  31.  1986. 

(163)  On  page  608.  in  subparagraph  (BXi) 
of  section  1313(aXl),  strike  out  ""the  pro- 
ceeds" and  insert  in  lieu  thereof  "the  net 
proceeds". 

(164)  On  page  609,  in  subparagraph  (E)  of 
paragraph  (3).  strike  out  "of  such  Code". 

(165)  On  page  609.  before  the  comma  at 
the  end  of  subparagraph  (A)  of  paragraph 
(4),  insert  "and  by  substituting  "September 
1,  1986'  for  August  16,  1986'  ". 

(166)  On  page  610.  in  subparagraph  (F)  of 
paragraph  (3).  strike  out  "of  such  Code". 

-  (167)  On  page  610,  In  paragraph  (5),  strike 
out  "are  to  be "  and  insert  in  lieu  thereof 
"are  or  will  be". 

(168)  On  page  610,  in  the  heading  for  sub- 
section (c),  strike  out  "current"  and  insert 
in  lieu  thereof  "certain  ". 

(169)  On  page  610.  in  paragraph  (1)  of 
subsection  (c)— 

(A)  strike  out  "apply  to  any  bond"  and 
insert  in  lieu  thereof  "apply  to  any  bond  (or 
series  of  bonds)",  and 

(B)  strike  out  "law  do  not"  and  insert  In 
lieu  thereof  "law  did  not". 

(170)  On  page  611.  in  paragraph  (2)— 

(A)  strike  out  "apply  to  any  bond"  and 
insert  in  lieu  thereof  "apply  to  any  bond  (or 
series  of  bonds)'". 

(B)  strike  out  "subsection  does  not"  and 
insert  in  lieu  thereof  "subsection  did  not", 
and 

(C)  strike  out  "the  proceeds"  in  subpara- 
graph (AXi)  and  Insert  in  lieu  thereof  •the 
net  proceeds". 

(171)  On  page  613.  in  subsection  (f).  strike 
out  "December^  and  Insert  In  lieu  thereof 
••August". 

(172)  On  page  614,  in  section  1315(CX2), 
insert  •for  calendar  year  1986 "  after  •1954 
Code'. 

(173)  On  page  616.  in  paragraph  (1)  of 
subsection  (e).  insert  '•(and  section 
103(hX2XBXii)  of  the  1954  Code)"  after 
"1986  Code"  the  first  plaice  it  appears. 

(174)  On  page  617,  strike  out  paragraph 
(7).  redesignate  paragraphs  (5)  and  (6)  as 
paragraphs  (6)  and  (7).  respectively,  and 
insert  after  paragraph  (4)  the  following  new 
paragraph: 

(5)  In  the  case  of  a  bond  described  in  sec- 
tion 632(d)  of  the  Tax  Reform  Act  of  1984— 

(A)  section  141  of  the  1986  Code  shall  be 
applied  without  regard  to  subsection  (aX2) 
and  paragraphs  (4)  and  (5)  of  subsection  (b), 

(B)  paragraphs  (1)  and  (2)  of  section 
141(b)  of  the  1986  Code  shall  be  applied  by 
substituting  "25  percent "  for  "10  percent" 
each  place  it  appears,  and 

(C)  section  149(b)  of  the  1986  Code  shall 
not  apply. 

(175)  On  page  618,  strike  out  subsection 
(1). 

(176)  On  page  621.  in  subparagraph  (J), 
strike  out  "began  construction  in  1980"  and 
insert  in  lieu  thereof  ",  a  subsidiary  of 
Sierra  Pacific  Resources,  began  in  1980  work 
to  design,  finance,  construct,  and  operate". 

(177)  On  page  622,  in  subparagraph  (C)  of 
paragraph  (3)— 
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(A)  In  clause  (i),  strike  out  "a  stadium" 
juid  Insert  in  lieu  thereof  "1  or  more  stadi- 
ums", and 

(B)  in  clause  (ii),  after  "such  stadium" 
Insert  "or  stadiums". 

(178)  On  page  623,  at  the  end  of  para- 
graph (3HC),  Insert  the  following:  "For  pur- 
poses of  clause  (11),  if  the  facility  is  located 
within  the  Jurisdiction  specified  in  such  res- 
olution, it  shall  be  treated  as  located  at  the 
site  specified  in  such  resolution." 

(179)  On  page  626.  in  subparagraph  (P)  of 
paragraph  (3),  strike  out  "December  9, 
1985"  and  insert  in  lieu  thereof  "December 
2. 1985". 

(180)  On  page  627.  after  subparagraph  (Y) 
of  paragraph  (3).  insert  the  following  new 
subparagraph: 

(Z)  A  facility  is  described  in  this  subpara- 
graph if— 

(i)  such  facility  was  a  redevelopment 
project  that  was  approved  in  concept  by  the 
city  council  in  October  1984.  and 

(ii)  $20,000,000  in  funds  for  such  facility 
was  identified  in  a  5-year  budget  approved 
by  the  city  redevelopment  agency  on  De- 
cember 13, 1984. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $80,000,000. 

(181)  On  page  632,  in  subparagraph  (W), 
strike  out  "paragraph"  in  the  material  pre- 
ceding clause  (i)  and  insert  in  lieu  thereof 
"subparagraph". 

(182)  On  page  632,  redesignate  subpara- 
graph (X)  of  paragraph  (6)  as  subparagraph 
(Z)  of  paragraph  (6)  and  insert  after  sub- 
paragraph (W)  the  following  new  subpara- 
graph: 

(X>  A  project  is  described  in  this  subpara- 
graph if  a  redevelopment  plan  for  such 
project  was  approved  by  the  city  council  of 
Bell  Gardens,  California,  on  June  12,  1979. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $10,000,000. 

(183)  On  page  633.  strike  out  subpara- 
graph (D)  and  insert  in  lieu  thereof  the  fol- 
lowing: 

(D)  A  facility  is  described  in  this  subpara- 
graph if — 

(i)  it  is  a  convention,  trade,  or  spectator 
facility. 

(ii)  a  regional  convention,  trade,  and  spec- 
tator facilities  study  committee  was  created 
before  March  19.  1985.  with  respect  to  such 
facility,  and 

(Hi)  feasibility  and  preliminary  design  con- 
sultants were  hired  on  May  1.  1985,  and  Oc- 
tober 31,  1985.  with  respect  to  such  facility. 
The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  the  excess  of  $175,000,000  over  the 
amount  of  bonds  to  which  paragraph 
(48KB)  applies. 

(184)  On  page  634.  in  subparagraph  (J)— 

(A)  strike  out  "civic  festival"  in  clause  (i) 
and  insert  in  lieu  thereof  "aquafestival". 

(B)  strike  out  clause  (ii)  and  insert  in  lieu 
thereof  the  following: 

"(11)  a  referendum  was  held  on  April  6, 
1985,  in  which  voters  permitted  the  city 
council  to  lease  130  acres  of  dedicated  park- 
land for  the  purpose  of  constructing  such 
faculty,  and",  and 

(C)  by  striking  out  "$5,000,000"  and  in- 
serting in  lieu  thereof  "$10,000,000". 

(185)  On  page  637.  in  paragraph  (9)(E). 
strike  out  "March  5.  1985"  and  insert  in  lieu 
thereof  "March  6.  1985". 

( 186)  On  page  639.  in  subparagraph  (A)  of 
paragraph  (11),  strike  out  "and  section 
142(a)"  and  Insert  in  lieu  thereof  "In  section 
143(a)". 


(187)  On  page  639.  strike  out  subpara- 
graph (C)  of  paragraph  (11)  and  insert  in 
lieu  thereof  the  following: 

(C)  A  facility  is  described  in  this  subpara- 
graph if  it  is  described  in  section 
1865(b)(2)(C)  of  this  Act. 

(188)  On  page  644.  strike  out  the  last  sen- 
tence of  subparagraph  (X). 

(189)  On  page  645,  after  subparagraph  (Z) 
of  paragraph  (13),  insert  the  following  new 
subparagraplis: 

(AA)  A  residential  rental  property  project 
is  described  in  this  subparagraph  if  it  is  the 
Carriage  Trace  residential  rental  project  in 
Clinton,  Tennessee.  The  aggregate  face 
amount  of  bonds  to  which  this  subpara- 
graph applies  shall  not  exceed  $10,000,000. 

(BB)  A  residential  rental  property  project 
is  described  in  this  subparagraph  if— 

(i)  a  contract  to  purchase  such  property 
was  dated  as  of  August  9, 1985, 

(ii)  there  was  an  inducement  resolution 
adopted  on  September  27.  1985.  for  the  issu- 
ance of  obligations  to  finance  such  property. 

(ill)  there  was  a  State  court  final  valida 
tion  of  such  financing  on  November  15. 
1985.  and 

(iv)  the  certificate  of  nonappeal  from  such 
validation  was  available  on  December  15. 
1985. 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $27,750,000. 

(190)  On  page  645,  in  paragraph  (14), 
strike  out  "$90,000,000"  and  insert  in  lieu 
thereof  "$130,000,000". 

(191)  On  page  645,  in  subparagraph  (B)  of 
paragraph  (15)— 

(A)  strike  out  all  that  follows  "agreement 
with"  in  clause  (i)  and  insert  in  lieu  thereof 
"an  underwriter  to  provide  planning  and  fi- 
nancial guidance  for  a  possible  bond  issue, 
and",  and 

(B)  strike  out  "certificates"  in  clause  (ii) 
and  insert  in  lieu  thereof  "bond  issue" 

(192)  On  page  646.  strike  out  the  last  sen- 
tence of  paragraph  (16). 

(193)  On  page  648.  in  subparagraph  (B)  of 
paragraph  (21)— 

(A)  strike  out  "(c)"  and  insert  In  lieu 
thereof  '(c)(2)".  and 

(B)  strike  out  "103A(g)(5)(C)l"  and  insert 
in  lieu  thereof  "103A(g)(5)(C)". 

(194)  On  page  648.  strike  out  paragraph 
(22)  and  insert  in  lieu  thereof  the  following: 

(22)  Downtown  redevelopment  project.— 
Subsection  (b)  of  section  626  of  the  Tax 
Reform  Act  of  1984  is  amended  by  adding  at 
the  end  thereof  the  following  new  para- 
graph: 

"(7)  Exception  for  certain  downtown  re- 
development PROJECT.— The  amendments 
made  by  this  section  shall  not  apply  to  any 
obligation  which  is  issued  as  part  of  an  issue 
95  percent  or  more  of  the  proceeds  of  which 
are  to  be  used  to  provide  a  project  to  ac- 
quire and  redevelop  a  downtown  area  if— 

"(A)  on  August  15,  1985,  a  downtown  rede- 
velopment authority  adopted  a  resolution  to 
issue  obligations  for  such  project, 

"(B)  before  September  26,  1985,  the  city 
expended,  or  entered  into  binding  contracts 
to  expend,  more  than  $10,000,000  in  connec- 
tion with  such  project,  and 

"(C)  the  State  supreme  court  issued  a 
ruling  regarding  the  proposed  financing 
structure  for  such  project  on  December  11, 
1985. 

The  aggregate  face  amount  of  obligations  to 
which  this  paragraph  applies  shall  not 
exceed  $85,000,000  and  such  obligations 
must  be  issued  before  January  1, 1992." 

(195)  On  page  650,  in  clause  (i)  of  subpara- 
graph (B),  add  at  the  end  thereof  the  fol- 


lowing: "For  purposes  of  applying  section 
146(k)  of  the  1986  Code,  the  public  utUity 
facility  described  in  subparagraph  (A)  shall 
be  treated  as  described  in  paragraph  (2)  of 
such  section  and  such  paragraph  shall  be 
applied  without  regard  to  the  requirement 
that  the  issuer  establish  that  a  State's  share 
of  a  facility  (or  its  output)  will  equal  or 
exceed  the  State's  share  of  the  private  activ- 
ity bonds  issued  to  finance  the  facility." 

(196)  On  page  652,  in  subparagraph  (D)  of 
paragraph  (29),  strike  out  "the  net  pro- 
ceeds" and  insert  in  lieu  thereof  "the  pro- 
ceeds". 

(197)  On  page  652,  in  clause  (i)  of  para- 
graph (29)(B),  strike  out  all  that  follows 
"1993"  and  insert  in  lieu  thereof  ',  by  the 
State  of  Connecticut,  and". 

(198)  On  page  653,  in  subclause  (I)  of 
paragraph  (33)(A)(ii),  strike  out  "on"  and 
insert  in  lieu  thereof  "dated". 

(199)  On  page  653,  at  the  end  of  subpara- 
graph (B)  of  paragraph  (33),  insert  the  fol- 
lowing new  sentence: 

The  aggregate  face  amount  of  bonds  to 
which  this  subparagraph  applies  shall  not 
exceed  $90,000,000. 

(200)  On  page  654,  in  subparagraph  (G), 
strike  out  "subparagraph  (H)"  and  insert  in 
lieu  thereof  "subparagraph  (F)". 

(201)  On  page  655.  in  subparagraph  (K), 
strike  out  "$150.000,000 "  and  insert  in  lieu 
thereof  "$112,000,000". 

(202)  Beginning  on  page  655,  strike  out 
subparagraphs  (M),  (N).  and  (O)  and  insert 
in  lieu  thereof  the  following  new  subpara- 
graphs: 

(M)  Proceeds  of  an  issue  are  described  in 
this  subparagraph  if  such  issue  is  issued  on 
behalf  of  the  Society  of  the  New  York  Hos- 
pital to  finance  completion  of  a  project  com- 
menced by  such  hospital  in  1981  for  con- 
struction of  a  diagnostic  and  treatment 
center  or  to  refund  bonds  issued  on  behalf 
of  such  hospital  in  connection  with  projects 
associated  with  an  inpatient  psychiatric 
care  facility.  The  aggregate  face  amount  of 
bonds  to  which  this  subparagraph  applies 
shall  not  exceed  $150,000,000. 

(N)  Any  bond  to  which  section  145(b)  of 
the  1986  Code  does  not  apply  by  reason  of 
this  paragraph  (other  than  subparagraph 
(A)  thereof)  shall  be  taken  into  account  in 
determining  whether  such  section  applies  to 
any  later  issue. 

(203)  On  page  655,  in  subparagraph  (H)— 

(A)  strike  out  clause  (ii)  and  insert  in  lieu 
thereof  the  following: 

"(ii)  the  proceeds  of  the  issue  are  to  be 
used  to  finance  projects  (to  be  determined 
by  such  university  and  the  issuer)  which  are 
similar  to  those  projects  intended  to  be  fi- 
nanced by  bonds  that  were  the  subject  of  a 
request  transmitted  to  Congress  on  Novem- 
ber 7,  1985.",  and 

(B)  by  adding  at  the  end  thereof  the  fol- 
lowing new  sentence:  "Bonds  to  which  this 
subparagraph  applies  shall  be  treated  as 
qualified  501(c)(3)  bonds  if  such  bonds 
would  not  (if  issued  before  August  16,  1986) 
be  industrial  development  bonds  (as  defined 
in  section  103(b)(2)  of  the  1954  Code),  and 
section  147(f)  of  the  1986  Code  shall  not 
apply  to  the  issue  of  which  such  bonds  are  a 
part." 

(204)  On  page  657.  strike  out  paragraphs 
(39)  and  (40)  and  insert  in  lieu  thereof  the 
following: 

(39)   CKRTAIM   bonds   treated   as   qUALIPIED 

50i(C)<3>  BONDS.— A  bond  issued  as  part  of 
an  issue  shall  be  treated  for  purposes  of 
part  IV  of  subchapter  B  of  chapter  1  of  the 
1986  Code  as  a  qualified  501(cK3)  bond  if— 
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(A)  such  bond  would  not  (if  issued  before 
August  16,  1986)  be  an  industrial  develop- 
ment bond  (as  defined  In  section  103(b)(2) 
of  the  1954  Code),  and 

(B)  such  issue  was  approved  by  city  voters 
on  January  19,  1985,  for  construction  or  ren- 
ovation of  facilities  for  the  cultural  and  per- 
forming arts. 

The  aggregate  face  amount  of  bonds  to 
which  this  paragraph  applies  shall  not 
exceed  $5,000,000. 

(40)  Certain  library  bonds.— In  the  case 
of  a  bond  issued  before  January  1,  1986,  by 
the  City  of  Los  Angeles  Conununity  Rede- 
velopment Agency  to  provide  the  library 
and  related  structures  associated  with  the 
City  of  Los  Angeles  Central  Library  Project, 
the  ownership  and  use  of  the  land  and  fa- 
cilities associated  with  such  project  by  per- 
sons which  are  not  governmental  units  (or 
payments  from  such  persons)  shall  not  Eul- 
versely  affect  the  exclusion  from  gross 
income  under  section  103  of  the  1954  Code 
of  interest  on  such  bonds. 

(205)  On  page  657,  strike  out  paragraph 
(41)  and  insert  in  lieu  thereof  the  following: 

(41)  Certain  retunsing  obligations  for 
CERTAIN  POWER  FACiUTiEs.- With  respect  to 
2  power  facilities  on  which  construction  has 
been  suspended,  the  requirements  of  section 
147(b)  of  the  1986  Code  shall  be  treated  as 
satisfied  with  respect  to  refunding  bonds 
issued  before  1992  if— 

(A)  each  refunding  bond  has  a  maturity 
date  not  later  than  the  maturity  date  of  the 
refunded  bond,  and 

(B)  the  facilities  have  not  been  placed  in 
service  as  of  the  date  of  issuance  of  the  re- 
funding bond. 

The  aggregate  face  amount  of  lx>nds  to 
which  this  paragraph  applies  shall  not 
exceed  $2,000,000,000.  Section  146  of  the 
1986  Code  and  the  last  paragraph  of  this 
section  shall  not  apply  to  bonds  to  which 
this  paragraph  applies. 

(206)  On  page  657,  in  paragraph  (38), 
strike  out  "and  sections  148  and  149 '. 

(207)  On  page  658,  in  subparagraph  (A)  of 
paragraph  (46),  strike  out  "hydroelectric  b" 
and  insert  in  lieu  thereof  "hydroelectric". 

(208)  On  page  658,  in  paragraph  (44)— 

(A)  after  "1986  Code"  insert  "and  the  tem- 
porary period  limitation  of  section  148(c)(2) 
of  the  1986  Code",  and 

(B)  strike  out  "$100,000,000"  and  insert  in 
lieu  thereof  "$200,000,000". 

(209)  On  page  659,  in  paragraph  (48),  in 
the  material  preceding  subparagraph  (A), 
strike  out  "either"  and  insert  in  lieu  thereof 
"any". 

(210)  On  page  660,  in  subparagraph  (B)  of 
paragraph  (48),  strike  out  "subparagraph 
(O)"  and  insert  in  lieu  thereof  "paragraph 
(6)(U)". 

(211)  On  page  660,  after  subparagraph  (B) 
of  paragraph  (48),  insert  the  following  new 
subparagraph: 

(C)  A  facility  which  is  part  of  a  project  de- 
scribed in  paragraph  (6)(0).  The  aggregate 
face  amount  of  bonds  to  which  this  subpara- 
graph applies  shall  not  exceed  $20,000,000. 

(212)  On  page  660,  insert  paragraph  (51) 
before  paragraph  (50)  and  redesignate  para- 
graphs (51)  and  (50)  as  paragraphs  (50)  and 
(51),  respectively. 

(213)  On  page  660,  in  paragraph  (50),  as 
redesignated,  strike  out  "141(a)(3)"  and 
insert  in  lieu  thereof  "141(b)(3)". 

(214)  On  page  660,  in  paragraph  (51),  as 
redesignated,  strike  out  "subsection"  in  the 
material  preceding  subparagraph  (A)  and 
insert  in  lieu  thereof  "section". 

(215)  On  page  701,  in  section  1531(b), 
strike  out  "take  effect  on  January  1,  1987". 


(216)  On  page  713,  in  subsection  (e)(2)  of 
section  7609  (as  amended  by  section  lS61(a) 
strike  out  "the  summons  is  issued  other" 
and  insert  In  lieu  thereof  "the  summons  is 
issued". 

(217)  On  page  718.  redesignate  the  section 
1572  relating  to  withholding  allowances  to 
reflect  new  rate  schedules  as  section  1581 
and  redesignate  the  section  1572  relating  to 
report  on  return-free  system  as  section  1582. 

(218)  On  page  723,  insert  the  following 
new  subparagraphs  immediately  before  sub- 
section (d)  (relating  to  effective  date): 

(D)  Technology  TRANSFER  services.— The 
term  "technology  transfer  services"  means 
services  (whether  performed  directly  or  by 
arranging  for  and  supervising  the  perform- 
ance thertof  by  independent  contractors) 
which  consist  of  reviewing  technology  dis- 
closures originating  from  a  research  organi- 
zation, obtaining  patents  or  other  legal  pro- 
tection for  such  technology,  arranging  for 
licensing,  sale,  or  other  exploitation  of  such 
technology,  collecting  income  and  turning 
over  the  entire  amount  thereof  (less 
amounts  as  agreed  upon  with  the  originat- 
ing research  organization)  to  the  originating 
research  organization,  and  performing  nec- 
essary ancillary  services. 

(E)  Research  organization.— The  term 
"research  organization"  means  any  qualified 
organization  as  defined  by  subparagraphs 
(A)  and  (B)  of  section  41(e)(6)  (as  redesig- 
nated by  section  231(d)(2))  of  the  Internal 
Revenue  Code  of  1986. 

(219)  On  page  724,  in  the  third  line,  strike 
out  "1981"  and  insert  "1881". 

(220)  On  page  749,  in  paragraph  (13)(A)(i), 
strike  out  "dicount"  and  insert  "discount". 

(221)  On  page  752.  in  subparagraph  (D)(i>, 
strike  out  "subtitle  D  of  title  VI"  and  insert 
"subtitle  D  of  title  VI  of  the  Tax  Reform 
Act  of  1986". 

(222)  On  page  752,  in  paragraph  (3)  of  sec- 
tion 1804(b)  of  the  bill,  strike  out  "Para- 
graph (3)  of  section  54"  and  insert  "Para- 
graph (3)  of  section  54(d)". 

(223)  On  page  758  in  the  amendment 
made  by  subsection  (fMlKA),  strike  out  "of 
any  property"  and  insert  in  heu  thereof  "of 
any  property  (other  than  an  obligation  of 
such  corporation). 

(224)  On  pages  777  and  778,  in  paragraph 
(5)  of  section  181(Ka),  strike  out  "section 
125(b)(5)"  each  place  it  appears  and  insert 
in  lieu  thereof  "section  121(b)(5)". 

(225)  On  page  788.  in  section  1811(d)  of 
the  bill,  strike  out  "addition  of  tax"  and 
insert  "addition  to  tax". 

(226)  On  page  811,  in  section  1843(c)(2)(A) 
of  the  bill,  insert  a  closing  parenthesis  after 
"1986". 

(227)  On  page  827,  in  subsection  (h)(2)(B) 
of  section  4402  of  the  Employee  Retirement 
Income  Security  Act  of  1974,  strike  out  "an 
commencement"  and  insert  "and  commence- 
ment". 

(228)  On  page  865,  strike  out  subpara- 
graph (B)  of  section  1879(b)(1)  of  the  bill 
and  insert  in  lieu  thereof  the  following: 

(B)  by  striking  out  "section  505(b)  of  such 
Act"  in  subclause  (II)  and  inserting  in  lieu 
thereof  "section  505(b)  or  507  of  such  Act 
or,  if  the  drug  is  a  biological  product,  before 
the  date  on  which  a  license  for  such  drug  is 
issued  under  section  351  of  the  Public 
Health  Service  Act". 

(229)  On  page  871,  in  paragraph  (2),  strike 
out  "Subsection  (a)"  and  insert  "Paragraph 
(1)". 

(230)  On  page  871,  in  paragraphs  (2)  and 
(3),  strike  out  "subsection  (a)"  each  place  it 
appears  and  insert  "paragraph  (1)". 

(231)  In  section  1879(u)  beginning  on  page 
873- 


(A)  strike  "206(h)"  each  place  it  appears 
in  paragraphs  (1)  and  (4)(B)  and  insert  in 
lieu  thereof  "204(h)"; 

(B)  redesignate  paragraph  (4)  as  para- 
graph (5);  and 

(C)  insert  after  paragraph  (3)  the  follow- 
ing: 

(4)  Correction  of  cross  reference.— Sec- 
tion 4218(1)(A)  of  the  Employee  Retirement 
Income  Security  Act  of  1974  (29  U.S.C. 
1398(1)(A))  is  amended  by  striking  out  "sec- 
tion 4062(d)"  and  inserting  in  lieu  thereof 
"section  4069(b)'. 

(232)  In  section  1895(b)  beginning  on  page 
892,  strike  paragraphs  (1)  and  (2)  and  redes- 
ignate the  succeeding  paragraphs  according- 
ly. 

(233)  In  section  1898(b)(12)  beginning  on 
page  912,  strike  all  of  subparagraph  (B) 
from  "(B)  Amendment"  through  "follows:" 
and  insert  the  following: 

(B)  Amendment  to  erisa.— Section  205(h) 
of  the  Employee  Retirement  Income  Securi- 
ty Act  of  1974  is  amended— 

(i)  by  striking  out  "the  term"  in  para- 
graphs (1)  and  (3)  and  inserting  in  lieu 
thereof  "The  term"; 

(ii)  by  striking  out  the  comma  In  para- 
graph (1)  and  inserting  in  lieu  thereof  a 
period;  and 

(iii)  by  striking  out  paragraph  (2)  and  in- 
serting in  lieu  thereof  the  following: 

(234)  On  page  917  in  section 
1898(d)(l)(A)(i).  strike  "vested"  in  the  sub- 
paragraph (A)  as  amended  thereby  and 
insert  "nonforfeitable". 

(235)  On  page  918  in  section 
1898(d)(1)(B)— 

(A)  strike  "Paragraph  (1)"  and  insert 
"Subsection  (e)(1)";  and 

(B)  insert  "(e)"  before  "(l)"  in  the  para- 
graph a£  amended  thereby,  and  strike 
"vested"  in  the  paragraph  (1)  as  amended 
thereby  and  insert  "nonforfeitable". 

(236)  On  page  66,  in  the  flush  matter  fol- 
lowing section  204(a)(1)(C)  (relating  to 
project  where  agreement  on  E>ecember  19. 
1984),  strike  "subsection  (b)(2)"  and  Insert 
"section  203(b)(2)". 

(237)  On  page  67,  in  the  last  sentence  of 
the  flush  material  following  subparagraph 
(E)  (relating  to  project  where  plan  con- 
firmed on  October  4.  1984),  strike  "subsec- 
tion (b)(2)"  and  insert  "section  203(b)(2)". 

(238)  On  page  67,  in  subparagraph  (P). 
strike  "paragraph"  and  insert  "subpara- 
graph". 

(239)  On  page  69,  in  clause  (i)  of  para- 
graph (5)(C)  (relating  to  special  rules  for 
property  included  in  master  plans  of  inte- 
grated projects),  strike  "link"  and  insert 
"links",  insert  a  comma  after  "sites ",  and 
insert  a  close  parenthesis  after  "equlp*- 
ment ". 

(240)  On  page  70,  in  subparagraph  (D), 
strike  "a"  and  insert  "A". 

(241)  On  page  72,  in  clause  (v)  which  pre- 
cedes subparagraph  (L),  insert  "the  project" 
before  "involves". 

(242)  On  page  75.  in  paragraph  (9)  (relat- 
ing to  certain  submersible  drilling  units), 
strike  "October"  the  second  place  it  ap- 
pears. 

(243)  On  page  76,  in  paragraph  (11)  (relat- 
ing to  certain  aircraft),  strike  "or  Texas"  in 
subparagraph  (A)  and  insert  "Texas,  or  Ari- 
zona", and  strike  ".  the  date  of  conference 
committee  action)"  in  subparagraph  (B).  • 

(244)  On  page  78.  in  the  flush  material  fol- 
lowing subparagraph  (B)  and  immediately 
preceding  paragraph  (16),  strike  "subsection' 
(b)(2)"  and  insert  "section  203(b)(2)",  and 
strike  "January  1,  1986"  and  insert  "Janu- 
ary 1,  1996".  ■  "~ 
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(245)  On  page  79,  in  paragraph  (21),  strike 
"aggrecatre"  and  Insert  "aggregate". 

(246)  On  page  79,  In  paragraph  (22),  strike 
"frim"  and  insert  "firm". 

(347)  On  page  82,  in  subparagraph  (L), 

insert  "In  connection  with"  after  "housing". 

(248)  On  page  82,  in  subparagraph  (O). 


strike  "New  Orleans. 

"Pensacola,  Florida". 

(249)  On  page  83, 

Insert  "to  be"  before 


Louisiana"  and  insert 


in  subparagraph  (S). 

placed",  insert  "Coal" 
before  "Company",  Insert  "(or  any  subsidi- 
ary thereof)  ■  after  "Company",  and  strike 
"on"  after  "Commission"  and  insert  "by". 

(250)  On  page  83,  strike  subparagraph  (T) 
and  insert: 

(T)  a  portion  of  a  fiber  optics  network 
placed  in  service  by  Kansas  City  Southern 
Industries,  but  only  to  the  extent  the  cost 
of  such  portion  does  not  exceed  $25,000,000, 

(251)  On  page  84,  immediately  before  sub- 
section (b).  Insert  the  following  new  para- 
graph: 

(38)  The  amendments  made  by  section  201 
shall  not  apply  to— 

(A)  a  $28,000,000  wood  resource  complex 
for  which  construction  was  authorized  by 
the  Board  of  Directors  on  August  9,  1985, 

(B)  an  electrical  cogeneration  plant  in 
Bethel.  Maine  which  is  to  generate  2 
megawatts  of  electricity  from  the  burning 
of  wood  residues,  with  respect  to  which  a 
contract  was  entered  into  on  July  10.  1984, 
and  with  respect  to  which  $200,000  of  the 
expected  $2,000,000  cost  had  been  commit- 
ted before  June  15.  1986. 

(C)  a  mixed  income  housing  project  in 
Portland.  Maine  which  is  known  as  the  Back 
Bay  Tower  and  which  is  expected  to  cost 
$17,300,000. 

(D)  a  150.000  square  foot  office  building 
which  is  projected  to  cost  $20,000,000.  with 
respect  to  which  an  inducement  resolution 
was  adopted  in  December  1985,  and  for 
which  a  binding  contract  of  $500,000  was  en- 
tered into  on  April  30.  1986, 

(E)  the  Marquis  Two  project  in  Atlanta, 
Georgia  which  has  a  total  budget  of 
$72,000,000  and  the  construction  phase  of 
which  began  under  a  contract  entered  into 
on  March  26.  1986, 

(F)  a  166-unit  continuing  care  retirement 
center  in  New  Orleans,  Louisiana,  the  con- 
struction contract  for  which  was  signed  on 
February  12.  1986.  and  is  for  a  maximum 
amount  not  to  exceed  $8,500,000. 

(G)  the  expansion  of  the  capacity  of  an  oil 
refining  facility  in  Rosemont.  Minnesota 
from  137,000  to  207,000  barrels  per  day 
which  is  expected  to  be  completed  by  De- 
cember 31,  1990,  and 

(H)  a  project  in  Ransom,  Pennsylvania 
which  will  bum  coal  waste  (known  as 
"culm")  with  an  approximate  cost  of 
$64,000,000  and  for  which  a  certification 
from  the  Federal  Energy  Regulatory  Com- 
mission was  received  on  March  11,  1986. 

(252)  On  page  84.  in  paragraph  (3)(A). 
strike  "before  April  1.  1986"  and  insert  "on 
or  before  April  1.  1986". 

(253)  On  page  84.  the  last  line,  insert 
"and"  after  the  comma. 

(254)  On  page  85.  on  the  15th  line,  insert 
"a"  before  "submission". 

(255)  On  page  110.  in  subparagraph  (K)  of 
paragraph  (4).  strike  "Lakeland  marbel 
Arcade"  and  insert  "Marble  Arcade  office 
buUding". 

(256)  On  pages  110  and  111.  strike  para- 
graph (6)  and  Insert: 

(6)  Expensing  op  rehabiutation  expenses 

FOR  THE  PRANKPOW)  ARSENAL.— In  the  Case  Of 

any  expenditures  paid  or  incurred  In  con- 
nection with  improvements  of  the  Frank- 


ford  Arsenal  pursuant  to  a  contract  and 
partnership  agreement  during  the  8-year 
period  specified  in  the  contract  or  agree- 
ment, all  such  expenditures  to  be  made 
during  such  8-year  period  shall  be  treated  as 
made  during  1986  (and  allocated  in  accord- 
ance with  the  partnership  agreement). 

(7)  Special  rule.— In  the  case  of  the  reha- 
blliUtion  of  the  WiUard  Hotel  in  Washing- 
ton, D.C.,  section  205(c)(l)(BHii)  of  the  Tax 
Equity  and  Fiscal  Responsibility  Act  of  1982 
shall  be  applied  by  substituting  "1987"  for 
"1986". 

(257)  On  page  115,  in  subparagraph  (A)(ii) 
of  paragraph  (7),  strike  "has"  and  insert 
"had". 

(258)  On  page  120,  in  subparagraph  (B)  of 
paragraph  (5).  insert  a  close  parenthesis 
after  "section  469(h)". 

(259)  On  page  160.  in  subparagraph  (A)  of 
subsection  (g)(2).  strike  out  "paragraph  (1)" 
and  insert  in  lieu  thereof  "paragraph 
(1)(A)". 

(260)  On  page  170.  at  the  end  of  clause 
(ill)  of  paragraph  (6)(C).  insert  close  quota- 
tion marks. 

(261)  On  page  173.  in  paragraph  (6)  (relat- 
ing to  phase-in  of  limitation)  strike  "subsec- 
tion" the  3rd  place  it  appears  and  insert 
"paragraph". 

(262)  On  page  176.  in  section  613(a).  strike 
the  comma  before  "is  amended". 

(263)  On  page  193.  in  subparagraph  (D) 
(relating  to  special  rule  for  oil  and  gas  well 
drilling  business)  strike  "or  reorganization". 

(264)  On  page  208,  in  paragraph  (7).  strike 
"Bank"  and  insert  "bank". 

(265)  On  page  208,  in  paragraph  (1)  of 
subsection  (f)  (relating  to  treatment  of  cer- 
tain distributions  in  response  to  hostile 
tender  offer)  insert  a  close  parenthesis  im- 
mediately after  the  end  quotation  marks. 

(266)  On  page  279,  in  paragraph  (3)  (relat- 
ing to  certain  contracts),  strike  "Amend- 
ments" and  insert  "amendments". 

(267)  On  page  293.  in  section  805(b).  insert 
".  as  amended  by  section  901(d)(4)."  after 
"Section  166". 

(268)  On  page  293.  in  section  805(c)(3). 
strike  "(D).  and  (e) '  and  insert  "(D),  and 
(E)". 

(269)  On  page  315,  in  paragraph  (3)  (relat- 
ing to  transitional  rules)  add  the  following 
new  subparagraphs: 

(T)  Bellows  Falls,  Vermont— building 
project. 

(U)  East  Broadway  Project,  Louisville, 
Kentucky. 

(V)  O.K.  Industries.  Oklahoma. 

(270)  On  page  417.  in  paragraph  (3)(C)  (re- 
lating to  allocation  requirements)  strike 
"(by  reason  of  the  limitations  of  section 
415)"  and  insert  at  the  end  thereof  the  fol- 
lowing new  flush  sentence: 

The  amount  allocated  in  the  year  of  trans- 
fer shall  not  be  less  than  the  lesser  of  the 
maximum  amount  allowable  under  section 
415  or  1/8  of  the  total  amount  transferred. 

(271)  On  page  502.  in  the  heading  of  sub- 
section (b)  of  section  1227.  strike  "Quality" 
and  insert  "Qualified". 

(272)  On  page  603.  in  subsection  (g)  (relat- 
ing to  penalty  for  failure  to  file  report  on 
compliance  with  qualified  residential  rental 
project  rules)  strike  "section  1501"  and 
insert  "section  1501(d)". 

(273)  On  page  618.  in  paragraph  (2)  of 
subsection  (j)  (relating  to  extension  of  ad- 
vance refunding  exception  for  qualified 
public  facility)  strike  "$40,000,000"  and 
insert  "$175,000,000". 

(274)  On  page  618.  in  subsection  (k)  (relat- 
ing to  expansion  of  exception  for  River 
Place  project)— 


(A)  strike  out  "and"  at  the  end  of  para- 
graph (1), 

(B)  strike  out  "$55,000,000  must  be  re- 
deemed no  later  than  November  1,  1987"  in 
paragraph  (2)  and  insert  "no  more  than 
$55,000,000  shall  be  outstanding  later  than 
November  1,  1987", 

(C)  strike  out  the  period  at  the  end  of 
paragraph  (2)  and  insert  ",  and",  and 

(D)  insert  the  following  new  paragraph: 
(3)  by  adding  at  the  end  of  subsection  (r) 

the  following  new  sentence: 
"Section  148(f)  of  the  Internal  Revenue 
Code  of  1986  shall  not  apply  to  any  bonds 
described  in  paragraph  (1)  which  may  be 
issued  as  a  result  of  the  amendments  made 
by  the  Tax  Reform  Act  of  1986." 

(275)  On  page  618,  in  subsection  (k)  (relat- 
ing to  expansion  of  exception  for  River 
Place  project)— 

(A)  strike  out  "and"  at  the  end  of  para- 
graph (1). 

(B)  strike  out  "$55,000,000  must  be  re- 
deemed no  later  than  November  1.  1987"  in 
paragraph  (2)  and  insert  "no  more  than 
$55,000,000  shall  be  outstanding  later  than 
November  1. 1987".  and 

(C)  insert  the  following  new  paragraph: 
(3)  by  adding  at  the  end  of  subsection  (r) 

the  following  new  sentence: 
"Section  148(f)  of  the  Internal  Revenue 
Code  of  1986  shall  not  apply  to  any  bonds 
described  in  paragraph  (1)  which  may  be 
issued  as  a  result  of  the  amendments  made 
by  the  Tax  Reform  Act  of  1986." 

(276)  On  page  647,  in  paragraph  (20), 
strike  out  "Section  148(f)"  and  insert  "Sub- 
sections (c)(2)  and  (f )  of  section  148". 

(277)  On  page  723,  at  the  end  of  subsec- 
tion (a)  of  section  1608,  add  the  following 
new  sentence:  "The  preceding  sentence 
shall  not  apply  to  amounts  used  for  the  con- 
struction or  renovation  of  a  facUity  de- 
scribed in  section  274(1)(2)  of  such  Code,  as 
added  by  section  142(b)  of  this  Act." 

(278)  On  page  726,  in  subparagraph  (B)  of 
paragraph  (4)  (relating  to  penalty)  strike 
"section  6652(j)"  and  insert  "section 
6652(k)". 

(279)  On  page  726,  beginning  with  subsec- 
tion (b)  (relating  to  penalty),  strike  all 
through  "(j)  Failure  To  Give  Written 
Notice  to  Certain  Sellers  or  Diesel 
Fuel.—"  and  Insert  the  following: 

(b)  Penalty.— Section  6652  (relating  to 
failure  to  file  certain  information  returns, 
registration  statements,  etc.),  as  amended 
by  sections  1301(g)  and  1501(d)  is  amended 
by  redesignating  subsection  (k)  as  subsec- 
tion (1)  and  by  inserting  after  subsection  (j) 
the  following  new  subsection: 

"(k)  Failure  to  Give  Written  Notice  to 
Certain  Sellers  op  Diesel  Fuel.— 

(280)  On  page  730,  in  subsection  (h)  (relat- 
ing to  gasoline  blend  stocks  or  additives  not 
used  for  producing  gasoline)  strike  "section 
4082(b)"  and  insert  "section  4082(a)". 

(281)  On  page  823,  immediately  before 
paragraph  (5)  (relating  to  required  distribu- 
tions not  eligible  for  rollover  treatment), 
insert: 

(C)  An  individual  whose  required  begin- 
ning date  would,  but  for  the  amendment 
made  by  subparagraph  (A),  occur  after  De- 
cember 31,  1986,  but  whose  required  begin- 
ning date  after  such  amendment  occurs 
before  January  1,  1987,  shall  be  treated  as  If 
such  Individual  had  become  a  5-percent 
owner  during  the  plan  year  ending  in  1986. 

(282)  On  page  827,  In  paragraph  (1)  of 
subsection  (h)  as  added  by  section  1852(i) 
(relating  to  amendment  of  section  4402  of 
ERISA),    strike    "January    12.    1982"    and 
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(283)  On  page  836,  the  last  line,  strike 
"avoidance"  and  insert  "evasion". 

(284)  On  page  840.  in  paragraph  (3)(C), 
strike  "section  409(o)"  and  insert  "section 
409(h)(1)(B)". 

(285)  On  page  81.  strike  out  "(10.2  mil- 
lion" in  paragraph  (31)  and  insert  in  lieu 
thereof  "$10.5  million". 

Sec.  2.  In  the  enrollment  of  the  bill  (H.R. 
3838)  to  reform  the  internal  revenue  laws  of 
the  United  States,  the  Clerk  of  the  House  of 
Representatives  may  correct  spelling,  punc- 
tuation, size  type,  indentions,  margins,  para- 
graphing, quotation  marks,  niunbering  and 
lettering,  cross  references,  and  similar  typo- 
graphical matters. 

The  SPEAKER  pro  tempore  (Mrs. 
Long).  Is  there  objection  to  the  re- 
quest of  the  gentleman  from  Illinois? 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  concurrent  resolu- 
tion. 

The  concurrent  resolution  was 
agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table. 


A  TRIBUTE  TO  WARD  HUSSEY 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  ask  unanimous  consent  that 
I  be  permitted  to  speak  out  of  order. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Illinois? 

Mr.  ARCHER.  Reserving  the  right 
to  object,  Madam  Speaker,  I  do  so  for 
the  purpose  of  asking  our  committee 
chairman  the  purpose  of  his  speaking 
out  of  order. 

Mr.  ROSTENKOWSKI.  This  gentle- 
man from  Illinois  wanted  to  honor  one 
of  our  staff  people. 

Mr.  ARCHER.  Madam  Speaker,  I 
withdraw  my  reservation  of  objection 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Illinois? 

Mr.  CRANE.  Reserving  the  right  to 
object,  Madam  Speaker,  I  do  not 
intend  to  object,  but  based  upon  the 
action  that  we  just  took,  is  it  safe,  I 
would  ask  the  committee  chairman, 
for  me  to  describe  that  as  the  first  tax 
reform  to  pass  this  body  since  compre- 
hensive tax  reform  passed? 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  will  the  gentleman  yield? 

Mr.  CRANE.  Under  my  reservation  I 
yield  to  the  gentleman  from  Illinois. 

Mr.  ROSTEl«COWSKI.  I  thank  the 
gentleman  for  yielding. 

Madam  Speaker,  the  gentleman  is 
correct. 

Mr.  CRANE.  Madam  Speaker,  I 
withdraw  my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Illinois? 

There  was  no  objection. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Illinois  [Mr.  Rosten- 
KOWSKi]  is  recognized  for  1  minute. 


Mr.  ROSTENKOWSKI.  Madam 
Speaker,  a  great  deal  of  work  and 
effort  have  gone  into  the  structure  of 
the  legislation  which  the  House  just 
considered. 

The  work  product  has  been  devel- 
oped over  a  period  of  better  than  18  or 
19  months. 

I  want  to  identify  and  praise  a  man 
who  has  had  a  hand  in  shaping  more 
of  this  coimtry's  tax  laws  than  any 
other  individual  alive.  His  name  is 
Ward  Hussey. 

Ward  has  worked  in  the  Legislative 
Counsel's  Office  for  40  years  and  has 
been  a  chief  counsel  for  14  years. 

Ward  is  a  man  who  is  ultimately  re- 
sponsible for  the  legislative  language 
in  every  House  tax  bill.  It  is  his  pen 
that  dots  the  last  "i"  and  crosses  the 
last  "t." 

An  enormous  intellect,  Mr.  Hussey 
has  approached  the  most  complicated 
of  all  Federal  issues  with  the  practical- 
ity and  sensitivity  of  the  most  humble 
in  this  country.  For  he  has  never  lost 
sight  that  it  is  the  average  citizen,  not 
the  corporate  lawyer,  who  pays  most 
of  the  taxes  in  this  country. 

No  man  who  has  written  so  much 
history  is  less  arrogant  or  less  visible. 
He  is  the  very  essence  of  public  serv- 
ice. He  is  the  symbol,  in  my  opinion,  of 
what  John  Kennedy  asked  of  our 
Nation  in  his  inaugural  address,  "Ask 
what  you  can  do  for  your  country." 
Few  men  in  this  institution  have  an- 
swered with  such  sincerity  and  such 
power. 

Ward  Hussey,  this  Congress,  these 
my  colleagues,  this  Nation  thanks  you. 
We  love  you. 

Mr.  DUNCAN.  Madam  Speaker,  will 
the  gentleman  yield? 

Mr.  ROSTENKOWSKI.  I  yield  to 
the  gentleman  from  Tennessee. 

Mr.  DUNCAN.  I  thank  the  chairman 
for  yielding. 

Madam  Speaker,  I  join  in  and  associ- 
ate myself  with  the  remarks  of  the 
chairman  on  Ward  Hussey.  He  is  an 
absolute  marvel.  He  is  a  friend  of 
every  one  of  us.  He  took  us,  when  we 
were  young,  and  led  us  all  through 
and  taught  us  more  about  framing  leg- 
islation than  any  person  I  have  ever 
known.  We  appreciate  the  friendship 
of  Ward  Hussey. 

Mr.  ROSTENKOWSKI.  Madam 
Speaker,  I  yield  back  the  balance  of 
my  time. 


FOREIGN  ASSISTANCE  ACT  OF 
1961  AMENDMENTS  PROMOT- 
ING IMMUNIZATION  AND  ORAL 
REHYDRATION 

Mr.  FASCELL.  Madam  Speaker,  I 
ask  unanimous  consent  that  the  Com- 
mittee on  Foreign  Affairs  be  dis- 
charged from  further  consideration  of 
the  Senate  bill  (S.  1917)  to  amend  the 
Foreign  Assistance  Act  of  1961  to  pro- 
vide assistance  to  promote  immuniza- 
tion  and   oral   rehydration,   and   for 


other  purposes,  and  ask  for  its  imme- 
diate consideration  in  the  House. 

The  Clerk  read  the  title  of  the 
Senate  bill. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Florida? 

There  was  no  objection. 

The  Clerk  read  the  Senate  bill  as  fol- 
lows: 

S.  1917 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of   the    United   States   of 
America  in  Congress  assembled.  That  the 
Congress  finds  that— 

(1)  The  United  Nations  Children's  Fund 
(UNICEP)  reports  that  3.5  million  chUdren 
die  annually  because- they  have  not  been  im- 
munized against  the  six  major  childhood 
diseases:   polio,   measles,   whooping  cough, 

.  diphtheria,  tetanus,  and  tuberculosis; 

(2)  at  present  less  than  20  percent  of  chil- 
dren in  the  developing  world  are  fully  im- 
munized against  these  diseases; 

(3)  each  year  more  than  five  million  addi- 
tional children  are  permanently  disabled 
and  suffer  diminished  capacities  to  contrib- 
ute to  the  economic,  social,  and  political  de- 
velopment of  their  countries  because  they 
have  not  been  immunized; 

(4)  ten  million  additional  childhood 
deaths  from  immunizable  and  potentially 
immunizable  diseases  could  be  averted  an- 
nually by  the  development  of  techniques  in 
biotechnology  for  new  and  cost-effective 
vaccines; 

(5)  the  World  Health  Assembly,  the  Exec- 
utive Board  of  the  United  Nations  Chil- 
dren's Fund,  and  the  United  Nations  Gener- 
al Assembly  are  calling  upon  the  nations  of 
the  world  to  commit  the  resources  necessary 
to  meet  the  challenge  of  universal  access  to 
childhood  immunization  by  1990; 

(6)  at  the  1984  "Bellagio  Conference"  it 
was  determined  that  the  goal  of  universal 
childhood  immunization  by  1990  is  indeed 
achievable;  and 

(7)  the  Congress  has  expressed  its  expec- 
tation that  the  Agency  for  International 
Development  will  set  as  a  goal  the  immuni- 
zation by  1990  of  at  least  80  percent  of  all 
the  children  in  those  countries  in  which  the 
Agency  has  a  program. 

Sec.  2.  (a)  The  Congress  calls  upon  the 
President  to  direct  the  Agency  for  Interna- 
tional Development,  working  through  the " 
Center  for  Disease  Control  and  other  appro- 
priate Federal  agencies,  to  work  in  a  global 
effort  to  provide  enhanced  support  toward 
achieving  the  goal  of  universal  access  to 
childhood  immunization  by  1990  by— 

(1)  assisting  in  the  delivery,  distribution, 
and  use  of  vaccines,  including— 

(A)  the  building  of  locally  sustainable  sys- 
tems and  technical  capacities  in  developing 
countries  to  reach,  by  the  appropriate  age. 
not  less  than  80  percent  of  their  annually 
projected  target  population  with  the  full 
schedule  of  required  immunizations;  and 

(B)  the  development  of  a  sufficient  net- 
work of  indigenous  professionals  and  insti- 
tutions with  responsibility  for  developing, 
monitoring,  and  assessing  immunization 
programs  and  continually  adapting  strate- 
gies to  reach  the  goal  of  preventing  immuni- 
zable diseases;  and 

(2)  performing,  supporting,  and  encourag- 
ing research  and  development  activities, 
both  in  the  public  and  private  sector,  that 
will  be  targeted  at  developing  new  vaccines 
and  at  modifying  and  improving  existing 
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vaccines  to  make  them  more  appropriate  for 
use  in  developing  countries. 

(b)  In  support  to  this  global  effort,  the 
President  should  appeal  to  the  people  of  the 
United  States  and  the  United  States  private 
sector  to  support  public  and  private  efforts 
to  provide  the  resources  necessary  to 
achieve  universal  access  to  childhood  immu- 
nization by  1990. 

Sec.  3.  Section  104(c)(2)(B)  of  the  Foreign 
Assistance  Act  of  1961  is  amended  by  strik- 
ing out  "$25,000,000  for  fiscal  year  1987" 
and  inserting  in  lieu  thereof  "$75,000,000 
for  fiscal  year  1987  (of  which  $50,000,000 
shall  be  used  to  carry  out  paragraph  (3)  of 
this  subsection)". 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Florida  [Mr.  Fascell] 
is  recognized  for  1  hour. 

AMXNDlIEirr  IN  THE  NATURE  OP  A  SUBSTITTTTE 
OFFERED  BY  MR.  FASCEIX 

Mr.  FASCELXi.  Madam  Speaker,  I 
offer  an  amendment  in  the  nature  of  a 
substitute. 

The  Clerk  read  as  follows: 

Amendment  in  the  nature  of  a  substitute 
offered  by  Mr.  Fascell:  Strike  out  all  after 
the  enacting  clause  and  insert  in  lieu  there- 
of the  following: 

SECTION  1.  SHORT  TITLE. 

This  Act  may  be  cited  as  the  "Special  For- 
eign Assistance  Act  of  1986". 
TITLE  I^PROMOTING  IMMUNIZATION 
AND  ORAL  REHYDRATION  IN  DEVEL- 
OPING COUNTRIES 
SEC  lei.  FINDINGS. 

The  Congress  finds  that— 

(1)  the  United  Nations  Children's  Fund 
(UNICEF)  reporU  that  3.5  million  children 
die  annually  because  they  have  not  been  im- 
munized against  the  six  major  childhood 
diseases:  polio,  measles,  whooping  cough, 
diphtheria,  tetanus,  and  tuberculosis: 

(2)  at  present  less  than  20  percent  of  chil- 
dren in  the  developing  world  are  fully  im- 
munized against  these  diseases: 

(3)  each  year  more  than  five  million  addi- 
tional children  are  permanently  disabled 
and  suffer  diminished  capacities  to  contrib- 
ute to  the  economic,  social,  and  political  de- 
velopment of  their  countries  because  they 
have  not  been  immunized: 

(4)  ten  million  additional  childhood 
deaths  from  immunizable  and  potentially 
immunizable  diseases  could  be  averted  an- 
nually by  the  development  of  techniques  in 
biotechnology  for  new  and  cost-effective 
vaccines: 

(5)  the  World  Health  Assembly,  the  Exec- 
utive Board  of  the  United  Nations  Chil- 
dren's Fund,  and  the  United  Nations  Gener- 
al Assembly  are  calling  upon  the  nations  of 
the  world  to  commit  the  resources  necessary 
to  meet  the  challenge  of  universal  access  to 
childhood  immunization  by  1990: 

(6)  at  the  1984  ■Bellagio  Conference "  it 
was  determined  that  the  goal  of  universal 
childhood  immunization  by  1990  is  indeed 
achievable:  and 

(7)  the  Congress  has  expressed  its  expec- 
tation that  the  Agency  for  International 
Development  will  set  as  a  goal  the  immuni- 
zation by  1990  of  at  least  80  percent  of  all 
the  children  in  those  countries  in  which  the 
Agency  has  a  program. 

SBC     in.     UNITED     states     PARTICIPATION     IN 
GLOBAL  EFFORT. 

(a)  UNITED  States  Government  Sup- 
port.—The  Congress  calls  upon  the  Presi- 
dent to  direct  the  Agency  for  International 
Development,  working  through  the  Centers 
for  Disease  Control  and  other  appropriate 


Federal  agencies,  to  work  in  a  global  effort 
to  provide  enhanced  support  toward  achiev- 
ing the  goal  of  universal  access  to  childhood 
immunization  by  1990  by— 

(1)  assisting  in  the  delivery,  distribution, 
and  use  of  vaccines,  including— 

(A)  the  building  of  locally  sustainable  sys- 
tems and  technical  capacities  in  developing 
countries  to  reach,  by  the  appropriate  age. 
not  less  than  80  percent  of  their  annually 
projected  target  population  with  the  full 
schedule  of  required  immunizations:  and 

(B)  the  development  of  a  sufficient  net- 
work of  indigenous  professionals  and  insti- 
tutions with  responsibility  for  developing, 
monitoring,  and  assessing  immunization 
programs  and  continually  adapting  strate- 
gies to  reach  the  goal  of  preventing  immuni- 
zable diseases:  and 

(2)  performing,  supporting,  and  encourag- 
ing research  and  development  activities, 
both  in  the  public  and  private  sector,  that 
will  be  targeted  at  developing  new  vaccines 
and  at  modifying  and  improving  existing 
vaccines  to  make  them  more  appropriate  for 
use  in  developing  countries. 

(b)  Private  Sector  Support.— In  support 
of  this  global  effort,  the  President  should 
appeal  to  the  people  of  the  United  States 
and  the  United  States  private  sector  to  sup- 
port public  and  private  efforts  to  provide 
the  resources  necessary  to  achieve  universal 
access  to  childhood  immunization  by  1990. 

SEC.  103.  Fl  NDING  LEVEI^. 

(a)  Earmarking.— Section  104(c)(3)  of  the 
Foreign  Assistance  Act  of  1961  is  amended 
by  adding  at  the  end  thereof  the  following: 
"Of  the  aggregate  amounts  made  available 
for  fiscal  year  1987  to  carry  out  paragraph 
(2)  of  this  subsection  (relating  to  the  Child 
Survial  Fund)  and  to  carry  out  subsection 
(c)  (relating  to  development  assistance  for 
health),  $50,000,000  shall  be  used  to  carry 
out  this  paragraph.". 

(b)  Authorization  Level  for  Child  Sur- 
vival Fund.— Section  104(c)(2)(B)  of  that 
Act  is  amended  by  striking  out  "$25,000,000 
for  fiscal  year  1987"  and  inserting  in  lieu 
thereof  "$75,000,000  for  fiscal  year  1987'. 

TITLE  II-PROMOTING  DEMOCRACY 
IN  HAITI 
SEC.  20L  FINDINGS  CONCERNING  HAITI. 

The  Congress  finds  that— 

(1)  the  establishment  of  an  interim  gov- 
ernment in  Haiti  committed  to  a  restoration 
of  democracy  provides  Haiti  with  an  oppor- 
tunity to  build  the  political,  social,  and  eco- 
nomic institutions  necessary  to  promote 
Haiti's  development,  to  provide  a  better 
future  for  the  people  of  Haiti,  and  to  pro- 
vide the  framework  for  more  effective 
mutual  cooperation  with  the  United  States, 
Haiti's  neighbor  in  the  Caribbean,  and  the 
other  nations  of  the  Hemisphere: 

(2)  the  magnitude  of  the  political,  eco- 
nomic, and  social  tasks  facing  the  people  of 
Haiti  will  make  the  achievement  of  a  better 
future  a  difficult  task  which  will  require  a 
determined  and  sustained  effort  by  the  Hai- 
tian people  over  a  long  period  of  time  and 
will  require  significant  external  assistance 
from  the  United  States  and  other  donors: 
and 

(3)  it  Is  In  the  interest  of  the  United 
States  to  provide  appropriate  support  for 
the  development  of  Haiti,  a  close  neighbor 
which  is  one  of  the  world's  poorest  nations 
and  which  is  committed  to  the  establish- 
ment of  a  democratic  government. 

SEC.  202.  ECONOMIC  ASSISTANCE  FOR  HAITI. 

(a)  Earmarking  of  Funds.- Not  less  than 
$108,000,000  of  the  aggregate  amounts  avail- 
able for  fiscal  year  1987  to  carry  out  sec- 


tions 103  through  106  of  the  Foreign  Assist- 
ance Act  of  1961  (relating  to  development 
assistance),  chapter  4  of  part  II  of  that  Act 
(relating  to  the  Economic  Support  Fund), 
and  titles  I  and  II  of  the  Agricultural  Trade 
Development  and  Assistance  Act  of  1954  (re- 
lating to  the  Food  for  Peace  Program)  shall 
be  available  only  for  Haiti. 

(b)  Use  of  Development  Assistance.— As- 
sistance under  sections  103  through  106  of 
the  Foreign  Assistance  Act  of  1961  which  is 
provided  for  Haiti  pursuant  to  subsection 
(a)  shall  be  used  to  support  a  transition  to 
democracy  in  Haiti,  emphasizing  job  cre- 
ation, rural  development,  health  care  and 
sanitation,  small-scale  irrigation,  reforesta- 
tion and  land  conservation,  and  literacy  edu- 
cation. Such  assistance  should  reflect  the 
need  to  distribute  development  assistance 
resources  more  equitably  among  the  various 
regions  in  Haiti  In  order  to  support  sustain- 
able development  In  all  of  Haiti. 

(c)  Requirement  for  Segregated  Account 
FOR  Economic  Support  Assistance  Funds 
Paid  to  GovERNJoarr  of  Haiti.— Funds 
under  chapter  4  of  part  II  of  the  Foreign 
Assistance  Act  of  1961  which  are  made  avail- 
able for  Haiti  pursuant  to  subsection  (a) 
may  be  paid  to  the  Government  of  Haiti 
only  if  the  Government  of  Haiti  will  main- 
tain those  funds  In  a  separate  account  and 
not  commingle  them  with  other  funds. 

(d)  Conditions  on  Economic  Support  and 
Development  Assistance.— Funds  may  be 
obligated  for  assistance  for  Haiti  .under  sec- 
tions 103  through  106  or  chapter  4  of  part  II 
of  the  Foreign  Assistance  Act  of  1961  pursu- 
ant to  subsection  (a)  only  if  the  President 
determines  that  the  interim  Government  of 
Haiti— 

(1)  is  improving  the  human  rights  situa- 
tion in  Haiti: 

(2)  is  implementing  its  timetable  for  com- 
pletion of  a  new  constitution  that  promotes 
genuine  democratic  reforms  and  guarantees 
the  fundamental  principles  of  democracy: 

(3)  Is  establishing  a  framework  for  free 
and  open  elections  leading  to  a  democrat- 
ically-elected civilian  government,  which 
would  include  free  and  functioning  political 
parties  and  associations,  free  labor  unions, 
and  freedom  of  the  press: 

(4)  is  cooperating  fully  in  Implementing 
United  States  development,  food,  and  other 
economic  assistance  programs  In  Haiti  (in- 
cluding programs  for  prior  fiscal  years); 

(5)  is  maintaining  a  system  of  fiscal  ac- 
countability to  ensure  that  all  resources  al- 
located to  the  development  of  Haiti  are  used 
in  the  most  effective  and  efficient  manner: 

(6)  is  continuing  its  investigation  of  al- 
leged human  rights  abuses  and  corruption 
by  the  Duvalier  government  and  is  prosecut- 
ing. In  accordance  with  due  process,  those 
responsible  for  human  rights  abuses  and 
corruption: 

(7)  Is  maintaining  a  free  and  independent 
judiciary  system:  and 

(8)  is  continuing  to  cooperate  with  the 
United  States  in  halting  Illegal  emigration 
to  the  United  States  from  Haiti. 

(e)  Inter- American  Foundation.— Section 
401(s)(2)  of  the  Foreign  Assistance  Act  of 
1969  is  amended  by  striking  out  "$11,969,000 
for  fiscal  year  1987"  and  Inserting  In  lieu 
thereof  "$12,969,000  for  fiscal  year  1987 
(not  less  than  $1,000,000  of  which  shall  be 
for  Haiti)". 

(f)  Additional  Assistance  for  Economic 
EXevelopment  In  Haiti.- In  order  to  assist 
economic  development  in  Haiti,  a  Foreign 
Commercial  Service  officer  should  be  as- 
signed to  the  United  States  embassy  in 
Haiti. 
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SEC.  203.  MILITARY  TRAINING   AND  OTHER  NON- 
LETHAL  ASSISTANCE  FOR  HAITI. 

(a)  Authorization  op  Assistance.— Up  to 
M.000,000  of  the  aggegate  amounts  avail- 
able for  fiscal  year  1987  to  carry  out  chapter 
2  of  part  II  of  the  Foreign  Assistance  Act  of 
1961  (relating  to  grant  military  assistance), 
chapter  5  of  part  II  of  that  Act  (relating  to 
international  military  education  and  train- 
ing), and  the  Arms  Export  Control  Act  (re- 
lating to  FMS  assistance)  may  be  made 
available  for  Haiti  for  education,  training, 
and  other  nonlethal  assistance  (such  as 
transportation  equipment,  conununications 
equipment,  and  uniforms). 

(b)  Conditions  on  Military  Assistance.— 
Funds  made  available  pursuant  to  subsec- 
tion (a)  may  be  obligated  only  if  the  Presi- 
dent certifies  to  the  Congress  the  following: 

(1)  The  Government  of  Haiti  has  submit- 
ted a  formal  request  to  the  United  States 
specifying  a  comprehensive  plan  for  the 
reform  and  reorganization  of  the  mission, 
command,  and  control  structures  of  the  Hai- 
tian armed  forces  consistent  with  a  transi- 
tion to  democracy,  the  rule  of  law,  constitu- 
tional government,  and  an  elected  civilian 
government.  Such  a  plan  should  include  a 
publicly  announced  commitment  by  the 
armed  forces  of  Haiti  to  abide  by  interna- 
tional human  rights  standards  and  adoption 
of  a  code  of  conduct  to  assure  adherence  to 
these  standards. 

(2)  The  Government  of  Haiti  is  making 
substantial  efforts— 

(A)  to  prevent  the  involvement  of  the  Hai- 
tian armed  forces  in  human  rights  abuses 
and  corruption  by  removing  from  those 
forces  and  prosecuting,  in  accordance  with 
due  process,  those  military  personnel  re- 
sponsible for  the  human  rights  abuses  and 
corruption; 

(B)  to  ensure  that  freedom  of  speech  and 
assembly  are  respected; 

(C)  to  conduct  investigations  into  the  kill- 
ings of  unarmed  civilians  in  Gonaives,  Mar- 
tissant,  and  Fort  Dimanche,  to  prosecute,  in 
accordance  with  due  process,  those  responsi- 
ble for  those  killings,  and  to  prevent  any 
similar  occurrences  in  the  future; 

(D)  to  provide  education  and  training  to 
the  Haitian  armed  forces  with  respect  to 
internationally  recognized  human  rights 
and  the  civil  and  political  rights  essential  to 
democracy,  in  order  to  enable  those  forces 
to  function  consistent  with  those  rights;  and 

(E)  to  take  steps  to  implement  the  policy 
of  the  Government  of  Haiti  requiring 
former  members  of  the  Volunteers  for  Na- 
tional Security  (VSN)  to  turn  in  their  weap- 
ons and  to  take  the  necessary  actions  to  en- 
force this  requirement. 

(c)  Reports.— Not  later  than  three  months 
after  the  President  submits  his  certification 
under  subsection  (b)  and  every  three 
months  thereafter,  the  President  shall 
report  to  the  Congress  on  the  extent  to 
which  the  actions  of  the  Government  of 
Haiti  are  consistent  with  each  of  objectives 
specified  in  subsection  (b).  Half  of  the  as- 
sistance provided  pursuant  to  subsection  (a) 
shall  be  withheld  from  delivery  until  the 
President  submits  the  first  such  report. 

(d)  Notification  to  Congress.- Funds 
made  available  pursuant  to  subsection  (a) 
may  be  obligated  only  if  the  Committee  on 
Appropriations  and  the  Committee  on  For- 
eign Affairs  of  the  House  of  Representatives 
and  the  Committee  on  Appropriations  and 
the  Committee  on  Foreign  Relations  of  the 
Senate  are  notified  fifteen  days  in  advance. 

(e)  Relation  to  Existing  Provision.— As- 
sistance under  subsection  (a)  may  be  provid- 
ed notwithstanding  the  limitations  con- 
tained section  70S(e)  of  the  International 
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Security  and  Development  Cooperation  Act 
of  1985  and  is  in  addition  to  the  assistance 
allowed  under  that  section. 

SEC.  7M.  RECOVERY  BY  HAITI  OF  ASSETS  STOLEN 
BY  DUVALIER  REGIME. 

(a)  Findings.- The  Congress  finds  that— 

(1)  the  Government  of  Haiti  believes  that 
former  president-for-life  Jean  Claude  Duva- 
lier  and  other  individuals  associated  with 
the  Duvalier  regime  illegally  diverted  to 
their  own  use  substantial  amounts  of  the 
assets  of  the  Government  of  Haiti; 

(2)  the  Government  of  Haiti  is  attempting 
to  locate  and  recover  those  assets  through 
legal  means: 

(3)  virtually  every  relevant  jurisdiction, 
both  in  the  United  States  and  abroad,  re- 
quires the  posting  of  some  form  of  security 
to  secure  the  issuance  of  orders  of  attach- 
ment or  other  judicial  seizures  of  property; 

(4)  the  Government  of  Haiti  is  unable, 
without  outside  assistance,  to  post  the  nec- 
essary security  because  of  its  lack  of  assets; 

(5)  Haiti's  economic  situation  could  be  sig- 
nificantly improved,  and  the  need  for  exter- 
nal resources  reduced,  if  the  Government  of 
Haiti  is  able  to  pursue  its  legal  remedies 
against  those  who  are  in  large  part  responsi- 
ble for  the  economic  crisis  in  Haiti:  and 

(6)  the  United  States  has  a  substantial 
foreign  policy  interest  in  helping  the  Gov- 
ernment of  Haiti  recover  any  assets  which 
were  illegally  diverted  by  those  associated 
with  the  Duvalier  regime. 

(b)  Actions  to  Assist  Haiti.— The  Presi- 
dent shall  exercise  the  authorities  granted 
by  section  203  of  the  International  Emer- 
gency Economic  Powers  Act  (50  U.S.C.  app. 
1702)  to  assist  the  Government  of  Haiti  in 
its  efforts  to  recover,  through  legal  proceed- 
ings, assets  which  the  Government  of  Haiti 
alleges  were  stolen  by  former  president-for- 
life  Jean  Claude  Duvalier  and  other  individ- 
uals associated  with  the  Duvalier  regime. 
This  subsection  shall  be  deemed  to  satisfy 
the  requirements  of  section  202  of  that  Act. 
TITLE      HI— PROTECTING      TROPICAL 

FORESTS  AND  BIOLOGICAL  DIVERSI- 
TY IN  DEVELOPING  COUNTRIES 
SEC.  301.  PROTECTING  TROPICAL  FORESTS. 

Chapter  1  of  part  I  of  the  Foreign  Assist- 
ance Act  of  1961  is  amended— 

(1)  by  redesignating  section  118  as  section 
117; 

(2)  by  striking  out  subsection  (d)  of  that 
section;  and 

(3)  by  inserting  after  that  section  the  fol- 
lowing new  section  118r 

"SEC.  118.  TROPICAL  FORESTS. 

"(a)  Importance  of  Forests  and  Tree 
Cover.— In  enacting  section  103(b)(3)  of  this 
Act  the  Congress  recognized  the  importance 
of  forests  and  tree  cover  to  the  developing 
countries.  The  Congress  is  particularly  con- 
cerned about  the  continuing  and  accelerat- 
ing alteration,  destruction,  and  loss  of  tropi- 
cal forests  in  developing  countries,  which 
pose  a  serious  threat  to  development  and 
the  environment.  Tropical  forest  destruc- 
tion and  loss— 

"(1)  result  in  shortages  of  wood,  especially 
wood  for  fuel;  loss  of  biologically  productive 
wetlands;  siltation  of  lakes,  reservoirs,  and 
irrigation  systems;  floods:  destruction  of  in- 
digenous peoples;  extinction  of  plant  and 
animal  species;  reduced  capacity  for  food 
production;  and  loss  of  genetic  resources: 
and 

"(2)  can  result  in  desertification  and  de- 
stabilization  of  the  earth's  climate. 
Properly  managed  tropical  forests  provide  a 
sustained  flow  of  resources  essential  to  the 
economic  growth  of  developing  countries,  as 


well  as  genetic  resources  of  value  to  devel- 
oped and  developing  countries  alike. 

"(b)  Priorities.— The  concerns  expressed 
in  subsection  (a)  and  the  recommendations 
of  the  United  Stetes  Interagency  Task 
Force  on  Tropical  Forests  shall  be  given 
high  priority  by  the  President— 

"(1)  in  formulating  and  carrying  out  pro- 
grams and  policies  with  respect  to  develop- 
ing countries,  including  those  relating  to  bi- 
lateral and  multilateral  assistance  and  those 
relating  to  private  sector  activities:  and 

"(2)  in  seeking  opportunities  to  coordinate 
public  and  private  development  and  invest- 
ment activities  which  affect  forests  in  devel- 
oping countries. 

"(c)  Assistance  to  Developing  Coun- 
tries.—In  providing  assistance  to  developing 
countries,  the  President  shall  do  the  follow- 
ing: 

"(1)  Place  a  high  priority  on  conservation 
and  sustainable  management  of  tropical  for- 
ests. 

"(2)  To  the  fullest  extent  feasible,  engage 
in  dialogues  and  exchanges  of  information 
with  recipient  countries— 

"(A)  which  stress  the  Importance  of  con- 
serving and  sustalnably  managing  forest  re- 
sources for  the  long-term  economic  benefit 
of  those  countries,  as  well  as  the  irreversible 
losses   associated   with   forest   destruction. 

BXXA 

"(B)  which  identify  and  focus  on  policies 
of  those  countries  which  directly  or  indi- 
rectly contribute  to  deforestation. 

"(3)  To  the  fullest  extent  feasible,  support 
projects  and  activities— 

'(A)  which  offer  employment  and  income 
alternatives  to  those  who  otherwise  would 
cause  destruction  and  loss  of  forests,  and 

"(B)  which  help  developing  countries 
identify  and  implement  alternatives  to  colo- 
nizing forested  areas. 

•(4)  To  the  fullest  extent  feasible,  support 
training  programs,  educational  efforts,  and 
the  establishment  or  strengthening  of  insti- 
tutions which  increase  the  capacity  of  devel- 
oping countries  to  formulate  forest  policies, 
engage  in  relevant  land-use  planning,  and 
otherwise  Improve  the  management  of  their 
forests. 

•(5)  To  the  fullest  extent  feasible,  help 
end  destructive  slash-and-bum  agriculture 
by  supporting  stable  and  productive  farming 
practices  in  areas  already  cleared  or  degrad- 
ed and  on  lands  which  inevitably  will  be  set- 
tled, with  special  emphasis  on  demonstrat- 
ing the  feasibility  of  agroforestry  and  other 
techniques  which  use  technologies  and 
methods  suited  to  the  local  environment 
and  traditional  agricultural  techniques  and 
feature  close  consultation  with  and  involve- 
ment of  local  people. 

"(6)  To  the  fullest  extent  feasible,  help 
conserve  forests  which  have  not  yet  been 
degraded,  by  helping  to  increase  production 
on  lands  already  cleared  or  degraded 
through  support  of  reforestation,  fuelwood. 
and  other  sustainable  forestry  projects  and 
practices,  making  sure  that  local  people  are 
involved  at  all  stages  of  project  design  and 
implementation. 

"(7)  To  the  fullest  extent  feasible,  support 
projects  and  other  activities  to  conserve  for- 
ested watersheds  and  rehabilitate  those 
which  have  been  deforested,  making  sure 
that  local  people  are  involved  at  all  stages 
of  project  design  and  implementation. 

"(8)  To  the  fullest  extent  feasible,  support 
training,  research,  and  other  actions  which 
lead  to  sustainable  and  more  environmental- 
ly sound  practices  for  timber  harvesting,  re- 
moval, and  processing,  including  reforesta- 
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tion.  soil  conservation,  and  other  activities 
to  rehabilitate  degraded  forest  lands. 

"(9)  To  the  fullest  extent  feasible,  support 
research  to  expand  luiowledge  of  tropical 
forests  and  identify  alternatives  which  will 
prevent  forest  destruction,  loss,  or  degrada- 
tion, including  research  in  agroforestry,  sus- 
tainable management  of  natural  forests. 
sm;ill-scale  farms  and  gardens,  small-scale 
animal  husbandry,  wider  application  of 
adopted  traditional  practices,  and  suitable 
crops  and  crop  combinations. 

'•(10)  To  the  fullest  extent  feasible,  con- 
serve biological  diversity  in  forest  areas  by— 
"(A)  supporting  and  cooperating  with 
United  States  Government  agencies,  other 
donors  (both  bilateral  and  multilateral),  and 
other  appropriate  governmental,  intergov- 
ernmental, and  nongovernmental  organiza- 
tions in  efforts  to  identify,  establish,  and 
maintain  a  representative  network  of  pro- 
tected tropical  forest  ecosystems  on  a  world- 
wide basis: 

■•(B)  whenever  appropriate,  making  the  es- 
Ublishment  of  protected  areas  a  condition 
of  support  for  activities  involving  forest 
clearance  or  degradation:  and 

•'(C)  helping  developing  countries  identify 
tropical  forest  ecosystems  and  species  in 
need  of  protection  and  establish  and  main- 
tain appropriate  protected  areas. 

••(U)  To  the  fullest  extent  feasible, 
engage  in  efforts  to  increase  the  awareness 
of  United  States  Government  agencies  and 
other  donors,  both  bilateral  and  multilater- 
al, of  the  immediate  and  long-term  value  of 
tropical  forests. 

••(12)  To  the  fullest  extent  feasible,  utilize 
the  resources  and  abilities  of  all  relevant 
United  States  Government  agencies. 

••(13)  Require  that  any  program  or  project 
under  this  chapter  significantly  affecting 
tropical  forests  (including  projects  involving 
the  planting  of  exotic  plant  species)— 

••(A)  t>e  based  upon  careful  analysis  of  the 
alternatives  available  to  achieve  the  best 
sustainable  use  of  the  land,  and 

"(B)  take  full  account  of  the  environmen- 
tal impacts  of  the  proposed  activities  on  bio- 
logical diversity. 

as  provided  for  in  the  environmental  proce- 
dures of  the  Agency  for  International  De- 
velopment. 

••(14)  Deny  assistance  under  this  chapter 
for- 

"(A)  the  procurement  or  use  of  logging 
equipment,  unless  an  environmental  assess- 
ment indicates  that  all  timber  harvesting 
operations  involved  will  be  conducted  in  an 
environmentally  sound  manner  which  mini- 
mizes forest  destruction  and  that  the  pro- 
posed activity  will  produce  positive  econom- 
ic benefits  and  sustainable  forest  manage- 
ment systems;  and 

••(B)  actions  which  significantly  degrade 
national  parks  or  similar  protected  areas 
which  contain  tropical  forests  or  introduce 
exotic  plants  or  animals  into  such  areas. 

•(15)  Deny  assistance  under  this  chapter 
for  the  following  activities  unless  an  envi- 
ronmental assessment  indicates  that  the 
proposed  activity  will  contribute  significant- 
ly and  directly  to  improving  the  livelihood 
of  the  rxiral  poor  and  will  be  conducted  in 
an  environmentally  sound  manner  which 
supports  sustainable  development: 

••(A)  Activities  which  would  result  in  the 
conversion  of  forest  lands  to  the  rearing  of 
livestock. 

"(B)  The  construction,  upgrading,  or 
maintenance  of  roads  (including  temporary 
haul  roads  for  logging  or  other  extractive 
industries)  which  pass  through  relatively 
undegraded  forest  lands. 


•'(C)  The  colonization  of  forest  lands. 

••(D)  The  construction  of  dams  or  other 
water  control  structures  which  flood  rela- 
tively undegraded  forest  lands. 

••(d)  PVOs  AND  Other  Nongovernmental 
Organizations.— Whenever  feasible,  the 
President  shall  accomplish  the  objectives  of 
this  section  through  projects  managed  by 
private  and  voluntary  organizations  or 
international,  regional,  or  national  nongov- 
ernmental organizations  which  are  active  in 
the  region  or  country  where  the  project  is 
located. 

"(e)  Country  Analysis  REeuiREMENTS.— 
Each  country  development  strategy  state- 
ment or  other  country  plan  prepared  by  the 
Agency  for  International  Development  shall 
include  an  analysis  of— 

"(1)  the  actions  necessary  in  that  country 
to  achieve  conservation  and  sustainable 
management  of  tropical  forests,  and 

•■(2)  the  extent  to  which  the  actions  pro- 
posed for  support  by  the  Agency  meet  the 
needs  thus  identified. 

••(f)  Annual  Report.— Each  annual  report 
required  by  section  634(a)  of  this  Act  shall 
include  a  repwDrt  on  the  implementation  of 
this  section. •". 

SEC  302.  PR<tTE<TIN(;  BI0I.(M:K  Al.  DIVKRSITV. 

Section  119  of  the  Foreign  Assistance  Act 
of  1961  is  amended  by  striking  out  subsec- 
tions (c)  and  (d)  and  inserting  in  lieu  there- 
of the  following: 

■•(c)  Funding  Level.— For  fiscal  year  1987. 
not  less  than  $2,500,000  of  the  funds  avail- 
able to  carry  out  this  part  (excluding  funds 
made  available  to  carry  out  section 
104(c)(2).  relating  to  the  Child  Survival 
Fund)  shall  be  allocated  for  assistance  pur- 
suant to  subsection  (b)  for  activities  which 
were  not  funded  prior  to  fiscal  year  1987.  In 
addition,  the  Agency  for  International  De- 
velopment shall,  to  the  fullest  extent  possi- 
ble, continue  and  increase  assistance  pursu- 
ant to  subsection  (b)  for  activities  for  which 
assistance  was  provided  in  fiscal  years  prior 
to  fiscal  year  1987. 

■•(d)  Country  Analysis  Requirements.- 
Each  country  development  strategy  state- 
ment or  other  country  plan  prepared  by  the 
Agency  for  International  Development  shall 
include  an  analysis  of— 

••(1)  the  actions  necessary  in  that  country 
to  achieve  conservation  and  sustainable 
management  of  tropical  forests,  and 

••(2)  the  extent  to  which  the  actions  pro- 
posed for  support  by  the  Agency  meet  the 
needs  thus  identified. 

■•(e)  Local  Involvement.— To  the  fullest 
extent  possible,  projects  supported  under 
this  section  shall  include  close  consultation 
with  and  involvement  of  local  people  al  all 
stages  of  design  and  implementation. 

••(f)  PVOs  AND  Other  Nongovernmental 
Organizations.- Whenever  feasible,  the  ob- 
jectives of  this  section  shall  ■  be  accom- 
plished through  projects  managed  by  appro- 
priate private  and  voluntary  organizations, 
or  international,  regional,  or  national  non- 
governmental organizations,  which  are 
active  in  the  region  or  country  where  the 
project  is  located. 

••(g)  Actions  by  AID.— The  Administrator 
of  the  Agency  for  International  Develop- 
ment shall— 

••(1)  cooperate  with  appropriate  interna- 
tional organizations,  both  governmental  and 
nongovernmental; 

••(2)  look  to  the  World  Conservation  Strat- 
egy as  an  overall  guide  for  actions  to  con- 
serve biological  diversity; 

■•(3)  engage  in  dialogues  and  exchanges  of 
information  with  recipient  countries  which 
stress  the  importance  of  conserving  biologi- 


cal diversity  for  the  long-term  economic 
benefit  of  those  countries  and  which  identi- 
fy and  focus  on  policies  of  those  countries 
which  directly  or  indirectly  contribute  to 
loss  of  biological  diversity; 

••(4)  support  training  and  education  ef- 
forts which  improve  the  capacity  of  recipi- 
ent countries  to  prevent  loss  of  biological  di- 
versity; 

••(5)  whenever  possible,  enter  into  long- 
term  agreements  in  which  the  recipient 
country  agrees  to  protect  ecosystems  or 
other  wildlife  habitats  reconunended  for 
protection  by  relevant  governmental  or  non- 
governmental organizations  or  as  a  result  of 
activities  undertaken  pursuant  to  paragraph 
(6),  and  the  United  States  agrees  to  provide 
additional  assistance  necessary  for  the  es- 
tablishment and  maintenance  of  such  pro- 
tected areas; 

•'(6)  support,  as  necessary  and  in  coopera- 
tion with  the  appropriate  goverrmiental  and 
nongovernmental  organizations,  efforts  to 
identify  and  survey  ecosystems  in  recipient 
countries  worthy  of  protection; 

••(7)  cooperate  with  and  support  the  rele- 
vant efforts  of  other  agencies  of  the  United 
States  Government,  including  the  United 
States  Fish  and  Wildlife  Service,  the  Na- 
tional Park  Service,  the  Forest  Service,  and 
the  Peace  Corps; 

••(8)  review  the  Agency's  environmental 
regulations  and  revise  them  as  necessary  to 
ensure  that  ongoing  and  proposed  actions 
by  the  Agency  do  not  inadvertently  endan- 
ger wildlife  species  or  their  critical  habitats, 
harm  protected  areas,  or  have  other  adverse 
impacts  on  biological  diversity  (and  shall 
report  to  the  Congress  within  a  year  after 
the  date  of  enactment  of  this  paragraph  on 
the  actions  taken  pursuant  to  this  para- 
graph); 

••(9)  ensure  that  environmental  profiles 
sponsored  by  the  Agency  include  informa- 
tion needed  for  conservation  of  biological  di- 
versity; and 

•■(10)  deny  any  direct  or  indirect  assist- 
ance under  this  chapter  for  actions  which 
significantly  degrade  national  parks  or  simi- 
lar protected  areas  or  introduce  exotic 
plants  or  animals  into  such  areas. 

■•(h)  Annual  Reports.— Each  annual 
report  required  by  section  634(a)  of  this  Act 
shall  include,  in  a  separate  volume,  a  report 
on  the  implementation  of  this  section.". 

TITLE  IV-MISCELLANEOUS  PROVI- 
SIONS RELATING  TO  CERTAIN  FOR- 
EIGN ASSISTANCE  PROGRAMS 

set.  401.  increase  al'thorization  for  interna- 
tional narcotics  control  pro- 
(;rams. 
Section  482(a)(1)  of  the  Foreign  Assist- 
ance Act  of  1961  is  amended  by  striking  out 
••$57,529,000  for  the  fiscal  year  1987"  and  in- 
serting in  lieu  thereof   "$65,445,000  for  the 
fiscal  year  1987'. 

SEC.  402.  Al'THORIZINC  A  SEPARATE  LINE  ITEM  AP- 
PROPRIATION FOR  THE  INSPECTOR 
GENERAL  OF  THE  AGENCY  FOR 
INTERNATIONAL  DEVELOPMENT. 

Section  667(a)(1)  of  the  Foreign  Assist- 
ance Act  of  1961  is  amended  by  inserting 
after  •Act"  the  following:  ",  of  which 
$18,189,000  for  the  fiscal  year  1987  is  au- 
thorized for  the  necessary  operating  ex- 
penses of  the  Office  of  the  Inspector  Gener- 
al of  the  Agency  for  International  Develop- 
ment and  the  remaining  amount  for  that 
fiscal  year  is  authorized  for  other  necessary 
operating  expenses  of  that  agency". 

SEC.  103.  ADDITIONAL  PROVISIONS. 

The  provisions  contained  in  section  H.R. 
5577,  as  introduced  in  the  House  of  Repre- 
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sentatives   on    September    23.    1986,    are 
hereby  enacted. 

SEf.    404.   »FFSETTIN«;    REDUCTIONS    IN    CERTAIN 
niRElUN  ASSISTANCE  PROGRAMS. 

In  order  to  provide  the  increased  authori- 
zations of  appropriations  contained  in  sec- 
tion 103(b),  section  202(e),  and  section  401 
without  increasing  the  overall  amount  au- 
thorized to  be  appropriated  for  foreign  as- 
sistance programs  for  fiscal  year  1987— 

(1)  section  104(g)(1)(B)  of  the  Foreign  As- 
sistance Act  of  1961  (relating  to  develop- 
ment assistance  for  health  programs)  is 
amended  by  striking  out  "(205.000,000  for 
fiscal  year  1987"  and  inserting  in  lieu  there- 
of -  $180,000,000  for  fiscal  year  1987":  and 

(2)  section  302(a)(1)  of  that  Act  (relating 
to  international  organizations  and  pro- 
grams)    is     amended     by     striking     out 

•$270,000,000  for  fiscal  year  1987"  and 
insert  in  lieu  thereof  '$236,084,000  for  fiscal 
year  1987". 

SEC.  4015.  CONPORMINC  AMENDMENT. 

Paragraph  (6)  of  section  413(a)  of  the  Om- 
nibus Diplomatic  Security  and  Antiterror- 
ism Act  of  1986  (Public  Law  99-399)  is  re- 
pealed: and  the  sentence  of  section  209(a)(1) 
of  the  Foreign  Service  Act  of  1980  which 
was  repealed  by  that  paragraph  is  hereby 
re-enacted. 

Mr.  FASCELL  (during  the  reading). 
Madam  Speaker,  I  ask  unanimous  con- 
sent that  the  amendment  in  the 
nature  of  a  substitute  be  considered  as 
read  and  printed  in  the  Record. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Florida? 

There  was  no  objection. 

Mr.  FASCELL.  Madam  Speaker.  I 
am  asking  this  request  essentially  to 
get  to  the  other  body  in  one  package 
several  pieces  of  legislation  on  which 
the  House  has  already  acted.  It  is  my 
hope  and  expectation  that  we  gain 
concurrence  of  the  other  body  on 
issues  like  child  survival  which  are  of 
great  interest  to  many  in  this  Cham- 
ber. 

Senate  bill  1917  as  sent  to  the  House 
is  aimed  at  further  strengthening  U.S. 
efforts  to  promote  child  survival 
throughout  the  world.  That  bill  would 
increase  the  authorization  for  the 
child  survival  fund  and  strengthen 
U.S.  support  for  the  g6al  of  universal 
access  to  childhood  immunization  by 
1990.  These  are  laudable  goals  which 
have  wide  support  in  both  bodies. 

The  amendment  which  I  am  propos- 
ing in  this  motion  would  accept  the 
child  survival  language  essentially  as  it 
was  sent  to  us  and  would  assure  an  au- 
thorization level  sufficient  to  cover 
the  appropriation  levels  likely  to 
emerge  in  the  continuing  resolution. 
In  fact  the  level  of  authorization  pro- 
vided in  the  House  amendment  in  H.R. 
5081  which  passed  the  House  on 
August  7. 

The  other  provisions  contained  in 
the  amendment  have  also  been  consid- 
ered and  approved  previously  by  the 
House  this  year.  Minor  changes  have 
been  made  in  response  to  the  ex- 
pressed concerns  of  the  executive 
branch  and  to  encourage  expeditious 


consideration  of  these  important  mat- 
ters in  the  other  body. 

These  provisions  are  those  portions 
of  H.R.  5081,  in  addition  to  the  child 
survival  fund,  relating  to  Haiti;  in- 
creasing the  authorization  for  interna- 
tional narcotics  control;  providing  a 
separate  authorization  for  A.I.D.'s  in- 
spector general;  and  corresponding  re- 
ductions in  the  international  organiza- 
tions and  programs  account  to  offset 
the  increases  for  other  provisions  of 
the  amendment. 

The  amendment  to  S.  1917  also  in- 
cludes two  international  environment 
bills  which  have  passed  the  House. 
H.R.  2957  and  H.R.  2958.  These  bills 
relate  to  safeguarding  biological  diver- 
sity and  protecting  tropical  forests  in 
developing  countries. 

In  addition,  the  amendment  contains 
the  provisions  of  H  R.  5577,  which 
would  expand  the  size  of  the  board  of 
the  Inter-American  foundation  by  two. 

I  would  like  to  stress  that  S.  1917,  as 
amended,  would  not  in  any  way  in- 
crease the  deficit.  Every  increase  in 
authorization  is  offset  with  corre- 
sponding decreases  in  other  150  ac- 
counts. What  my  motion  will  do  is  to 
give  the  House  one  last  chance  to  have 
priorities  changed  to  assure  adequate 
funding  for  child  survival,  narcotics 
control,  to  assist  Haiti's  transition  to 
democracy  and  to  provide  added  em- 
phasis to  global  environmental  issues 
with  potentially  great  significance  to 
the  entire  world. 

Madam  Speaker,  I  urge  the  unani- 
mous adoption  of  the  amendment  and 
of  the  Senate  bill. 

Madam  Speaker,  I  yield  to  the  gen- 
tleman from  Michigan  [Mr.  Broom- 
field]  the  ranking  member  of  the 
Committee  on  Foreign  Affairs  for  the 
purpose  of  discussion. 

Mr.  BROOMPIELD.  Madam  Speak- 
er, the  gentleman  from  Florida  [Mr. 
Fascell]  the  chairman  of  the  Com- 
mittee on  Foreign  Affairs,  has  dis- 
cussed these  issues.  These  are  bills 
previously  passed  by  this  House,  and 
he  is  incorporating  them  in  one  bill.  I 
support  his  efforts  in  this  endeavor. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  amendment  in  the 
nature  of  a  substitute  offered  by  the 
gentleman  from  Florida  [Mr.  Fascell]. 

The  amendment  in  the  nature  of  a 
substitute  was  agreed  to. 

The  Senate  bill  was  ordered  to  be 
read  a  third  time,  was  read  the  third 
time,  and  passed. 

TITLE  AMENDMENT  OFFERED  BY  MR.  FASCELL 

Mr.  FASCELL.  Madam  Speaker,  I 
offer  an  amendment  to  the  title. 

The  Clerk  read  as  follows: 

Amendment  to  the  title  offered  by  Mr. 
Fascell:  Amend  the  title  of  the  bill  to  read 
as  follows:  "An  Act  to  promote  immmuniza- 
tion  and  oral  rehydration  in  developing 
countries,  to  promote  democracy  in  Haiti,  to 
protect  tropical  forests  and  biological  diver- 
sity in  developing  countries,  to  authorize  in- 
creased funding  for  the  Child  Survival  Fund 


and  for  international  narcotics  control  as- 
sistance, and  for  other  purposes.". 

The  amendment  to  the  title  was 
agreed  to. 

A  motion  to  retxjnsider  was  laid  on 
the  table. 


FURTHER  SUNDRY  MESSAGES 
FROM  THE  PRESIDENT 

Further  sundry  messages  in  writing 
from  the  President  of  the  United 
States  were  communicated  to  the 
House  by  Mrs.  Emmery,  one  of  his  secre- 
taries. 


ANNUAL  REPORT  OF  THE  RAIL- 
ROAD RETIREMENT  BOARD 
FOR  FISCAL  YEAR  1985-MES- 
SAGE  FROM  THE  PRESIDENT 
OF  THE  UNITED  STATES 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  mes- 
sage from  the  President  of  the  United 
States,  which  was  read  and,  together 
with  the  accompanying  papers,  with- 
out objection,  referred  to  the  Commit- 
tee on  Energy  and  Commerce  and  the 
Committee  on  Ways  and  Means. 

(For  message  see  proceedings  of  the 
Senate  of  today,  Thursday,  September 
25,  1986.) 


ANNUAL  REPORT  OF  THE  NA- 
TIONAL ADVISORY  COUNCIL 
ON  ADULT  EDUCATION-MES- 
SAGE FROM  THE  PRESIDENT 
OF  THE  UNITED  STATES 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  mes- 
sage from  the  President  of  the  United 
States,  which  was  read  and,  together 
with  the  accompanying  papers,  with- 
out objection,  referred  to  the  Commit- 
tee on  Education  and  Labor. 

(For  message  see  proceedings  of  the 
Senate  of  today,  Thursday,  September 
25,  1986.) 


CONTINUATION  OF  NATIONAL 
EMERGENCY  WITH  RESPECT 
TO  SOUTH  AFRICA-MESSAGE 
FROM  THE  PRESIDENT  OF  THE 
UNITED  STATES  (H.  DOC.  NO. 
99-270) 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  mes- 
sage from  the  President  of  the  United 
States;  which  was  read  and,  together 
with  the  accompanying  papers,  with- 
out objection,  referred  to  the  Commit- 
tee on  Foreign  Affairs  and  the  Com- 
mittee on  Ways  and  Means  and  or- 
dered to  be  printed. 

(For  message  see  proceedings  of  the 
Senate  of  today,  Thursday,  September 
25,  1986.) 
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REPORT  OF  COMMODITY 

CREDIT  CORPORATION.  1985- 
MESSAGE  FROM  THE  PRESI- 
DENT OF  THE  UNITED  STATES 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  mes- 
sage from  the  President  of  the  United 
States,  which  was  read  and,  together 
with  the  accompanying  papers,  with- 
out objection,  referred  to  the  Commit- 
tee on  Agriculture. 

(For  message  see  proceedings  of  the 
Senate  of  today,  Thursday,  September 
25,  1986.) 


PERSONAL  EXPLANATION 

Mr.  ABERCROMBIE.  Madam 
Speaker,  with  respect  to  rollcall  402. 
on  H.R.  4216.  I  believe  I  may  have  in- 
advertently neglected  to  vote  on  my 
first  day  here.  I  ask  unanimous  con- 
sent that  my  statement  that  I  would 
have  voted  in  favor  of  that  issue  be 
printed  in  the  Record. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Hawaii? 

There  was  no  objection. 


APPOINTMENT  AS  MEMBERS  OF 
DELEGATION  TO  ATTEND  CON- 
FERENCE OF  THE  INTERPAR- 
LIAMENTARY UNION  IN 
BUENOS  AIRES.  ARGENTINA 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  the  provisions  of  22  United 
States  Code  276a-l.  the  Chair,  without 
objection,  appoints  as  members  of  the 
delegation  to  attend  the  Conference  of 
the  Interparliamentary  Union  to  be 
held  in  Buenos  Aires.  Argentina,  on 
October  6  to  October  11.  1986,  the  fol- 
lowing Members  on  the  part  of  the 
House: 

Mr.  Pepper  of  Florida,  chairman; 

Mr.  Hamilton  of  Indiana,  vice  chair- 
man: 

Mr.  Seiberling  of  Ohio; 

Mrs.  BoGGS  of  Louisiana; 

Mr.  Hubbard  of  Kentucky; 

Mr.  Garcia  of  New  York; 

Mr.  Hayes  of  Illinois; 

Mr.  Poster  of  Puerto  Rico; 

Mr.  Hyde  of  Illinois; 

Mr.  Shaw  of  Florida;  and 

Mr.  MoNSON  of  Utah. 

There  was  no  objection. 


NATIONAL  AERONAUTICS  AND 
SPACE  ADMINISTRATION  AU- 
THORIZATION ACT,  1987 

The  SPEAKER  pro  tempore.  Pursu- 
ant to  House  Resolution  553  and  rule 
XXIII.  the  Chair  declares  the  House 
in  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  fur- 
ther consideration  of  the  bill  H.R. 
5495. 


D  1634 

IN  THE  COMMITTEE  OF  THE  WHOLE 

Accordingly  the  House  resolved 
itself  into  the  Committee  of  the 
Whole  House  on  the  State  of  the 
Union  for  the  further  consideration  of 
the  bill  (H.R.  5495)  to  authorize  ap- 
propriations to  the  National  Aeronau- 
tics and  Space  Administration,  and  for 
other  purposes,  with  Mr.  Weiss 
(Chairman  pro  tempore)  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN  pro  tempore. 
When  the  Committee  of  the  Whole 
rose  on  Wednesday,  September  24, 
1986,  all  time  for  general  debate  had 
expired.  Pursuant  to  the  rule,  the  bill 
will  be  considered  under  the  5-minute 
rule  by  titles,  and  each  title  shall  be 
considered  as  having  been  read. 

The  Clerk  will  designate  section  1. 

D  1635 

Mr.  FUQUA.  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  bill  be 
printed  in  the  Record  and  open  to 
amendment  at  any  point. 

The  CHAIRMAN  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Florida? 

There  was  no  objection. 

The  text  of  H.R.  5495  is  as  follows: 
H.R. 5495 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  this 
Act  may  be  cited  as  the  •National  Aeronau- 
tics and  Space  Administration  Authoriza- 
tion Act.  1987". 

TITLK  I— NASA  Al'THORIZATION 

Sec.  101.  There  is  hereby  authorized  to  be 
appropriated  to  the  National  Aeronautics 
and  Space  Administration,  to  become  avail- 
able October  1.  1986: 

(a)  For  "Research  and  development",  for 
the  following  programs: 

(1)  Permanently  manned  space  station. 
$410,000,000. 

(2)  Space  transportation  capability  devel- 
opment. $450,500,000. 

(3)  Physics  and  astronomy.  $539,400,000. 

(4)  Life  sciences.  $70,700,000. 

(5)  Planetary  exploration.  $323,300,000. 

(6)  Solid  earth  observations.  $69,100,000. 

(7)  Environmental  observations, 
$357,900,000. 

(8)  Materials  processing  in  space. 
$40,900,000. 

<9)  Communications.  $114,500,000. 

(10)  Information  systems.  $18,200,000. 

( 11 )  Technology  utilization,  $13,300,000. 

(12)  Commercial  use  of  space.  $27,000,000. 

(13)  Aeronautical  research  and  technolo- 
gy. $376,000,000. 

(14)  Transatmospheric  research  and  tech- 
nology. $45,000,000. 

(15)  Space  research  and  technology, 
$168,200,000. 

(16)  Tracking  and  data  advanced  systems. 
$14,100,000. 

(b)  For  "Space  flight,  controL^nd  data 
communication",  for  the  following  pro- 
grams: 

(1)  Space  shuttle  production  and  oper- 
ational capability.  $745,400,000. 

(2)  Space  transportation  operations, 
$1,524,700,000. 

(3)  Space  and  ground  networks,  communi- 
cation, and  data  systems.  $786,900,000. 


(c)  For  "Construction  of  facilities",  includ- 
ing land  acquisition,  as  follows: 

(1)  Construction  of  Central  Computing 
Facility.  Johnson  Space  Center.  $9,000,000. 

(2)  Facilities  for  a  permanently  manned 
space  station  as  follows: 

(A)  Construction  of  addition  to  the  Sys- 
tems Integration  and  Mockup  Laboratory. 
Johnson  Space  Center.  $5,000,000. 

(B)  Construction  of  Power  Systems  Facili- 
ty. Lewis  Research  Center.  $5,800,000. 

(C)  Modifications  to  Test  Stand  300  for 
Space  Station  Hydrogen/Oxygen  Propul- 
sion Systems  Development.  George  C.  Mar- 
shall Space  Flight  Center,  $2,100,000. 

(3)  Construction  of  addition  to  Orbiter 
Processing  Facility  Annex,  John  F.  Kenne- 
dy Space  Center.  $3,400,000. 

(4)  Construction  of  Spacecraft  Systems 
Development  and  Integration  Facility.  God- 
dard  Space  Flight  Center.  $8,000,000. 

(5)  Construction  of  Engineering  Support 
Building.  Jet  Propulsion  Laboratory. 
$9,800,000. 

(6)  Modification  of  Uninterruptible  Power 
System  in  Space  Flight  Operations  Facility. 
Jet  Propulsion  Laboratory.  $2,600,000. 

(7)  Construction  of  Human  Performance 
Research  Laboratory,  Ames  Research 
Center,  $9,400,000. 

(8)  Construction  of  Integrated  Test  Facili- 
ty. Dryden  Plight  Research  Facility. 
$17,500,000. 

(9)  Modifications  to  8- Foot  High  Tempera- 
ture Tunnel.  Langley  Research  Center. 
$9,700,000. 

(10)  Construction  of  addition  for  Non-De- 
structive Evaluation  Research  Laboratory, 
Langley  Research  Center.  $2,000,000. 

(11)  Construction  of  the  Second  Tracking 
and  Data  Relay  Satellite  System  Ground 
Terminal  Facility.  New  Mexico,  $22,000,000. 

(12)  Repair  of  facilities  at  various  loca- 
tions, not  in  excess  of  $750,000  per  project. 
$24,000,000. 

(13)  Rehabilitation  and  modification  of  fa- 
cilities at  various  locations,  not  in  excess  of 
$750,000  per  project.  $30,000,000. 

(14)  Minor  construction  of  new  facilities 
and  additions  to  existing  facilities  at  various 
locations,  not  in  excess  of  $500,000  per 
project,  $7,000,000. 

(15)  Facility  planning  and  design  not  oth- 
erwise provided  for,  $14,000,000. 

In  no  case  shall  the  total  amount  appropri- 
ated under  paragraphs  (1)  through  (15) 
exceed  $166,300,000. 

(d)  For  Research  and  program  manage- 
ment". $1,433,000,000. 

(e)  Notwithstanding  the  provisions  of  sub- 
section (h).  appropriations  hereby  author- 
ized for  "Research  and  development"  and 
"Space  flight,  control  and  data  communica- 
tions" may  be  used  (1)  for  any  items  of  a 
captial  nature  (other  than  acquisition  of 
land)  which  may  be  required  at  locations 
other  than  installations  of  the  Administra- 
tion for  the  performance  of  research  and 
development  contracts,  and  (2)  for  grants  to 
nonprofit  institutions  of  higher  education, 
or  to  nonprofit  organizations  whose  primary 
purpose  is  the  conduct  of  scientific  research, 
for  purchase  or  construction  of  additional 
research  facilities:  and  title  to  such  facilities 
shall  be  vested  in  the  United  States  unless 
the  Administrator  of  the  National  Aeronau- 
tics and  Space  Administration  (hereinafter 
in  this  Act  referred  to  as  the  "Administra- 
tor") determines  that  the  national  program 
of  aeronautical  and  space  activities  will  best 
be  served  by  vesting  title  in  any  such  grant- 
ee institution  or  organization.  Each  such 
grant  shall  be  made  under  such  conditions 
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as  the  Administrator  shall  determine  to  be 
required  to  ensure  that  the  United  States 
will  receive  therefrom  benefit  adequate  to 
justify  the  making  of  that  grant.  None  of 
the  funds  appropriated  for  'Research  and 
development"  and  "Space  flight,  control 
and  data  communications"  pursuant  to  this 
Act  may  be  used  in  accordance  with  this 
subsection  for  the  construction  of  any 
major  facility,  the  estimated  cost  of  which, 
including  collateral  equipment,  exceeds 
$500,000,  unless  the  Administrator  or  his 
designee  has  notified  the  Speaker  of  the 
House  of  Representatives  and  the  President 
of  the  Senate  and  the  Committee  on  Sci- 
ence and  Technology  of  the  House  of  Rep- 
resentatives and  the  Committee  on  Com- 
merce, Science,  and  Transportation  of  the 
Senate,  of  the  nature,  location,  and  estimat- 
ed cost  of  such  facility. 

(f)  When  so  specified  and  to  the  extent 
provided  in  an  appropriation  Act,  (1)  any 
amount  appropriated  for  "Research  and  de- 
velopment", for  "Space  flight,  control  and 
data  communications",  or  for  "Construction 
of  facilities"  may  remain  available  without 
fiscal  year  limitation,  and  (2)  maintenance 
and  operation  of  facilities  and  support  serv- 
ices contracts  may  be  entered  into  under  the 
"Research  and  program  management"  ap- 
propriation for  periods  not  in  excess  of 
twelve  months  beginning  at  any  time  during 
the  fiscal  year. 

(g)  Appropriations  made  pursuant  to  sub- 
section (d)  may  be  used,  but  not  to  exceed 
$35,000.  for  scientific  consultations  or  ex- 
traordinary expenses  upon  the  approval  or 
authority  of  the  Administrator,  and  his  de- 
termination shall  be  final  and  conclusive 
upon  the  accounting  officers  of  the  Govern- 
ment. 

(h)  Of  the  funds  appropriated  pursuant  to 
subsections  (a),  (b).  and  (d),  not  in  excess  of 
$100,000  for  each  project,  including  collater- 
al equipment,  may  be  used  for  construction 
of  new  facilities  and  additions  to  existing  fa- 
cilities, and  for  repair,  rehabilitation,  or 
modification  of  facilities:  Provided,  That,  of 
the  funds  appropriated  pursuant  to  subsec- 
tion (a)  or  (b),  not  in  excess  of  $500,000  for 
each  project,  including  collateral  equip- 
ment, may  be  used  for  any  of  the  foregoing 
for  unforeseen  programmatic  needs. 

(i)(l)  Funds  authorized  to  be  appropriated 
pursuant  to  subsection  (a)(1)  may  not  be  ob- 
ligated or  expended  for  the  purpose  of  reas- 
signing any  technical  work  responsibilities 
on  a  permanently  manned  space  station 
until  after  the  passage  of  30  calendar  days 
during  which  either  House  of  Congress  is  in 
session  following  the  submission  of  a  report 
by  the  Administrator  to  the  Committee  on 
Science  and  Technology  of  the  House  of 
Representatives  and  the  Committee  on 
Commerce,  Science,  and  Transportation  of 
the  Senate. 

(2)  A  report  referred  to  in  paragraph  (1) 
shall  include  a  full  justification  in  terms 
of- 

(A)  anticipated  costs  and  benefits: 

(B)  management  factors:  and 

(C)  impacts  on  facility  and  personnel  re- 
sources: of  any  such  proposed  reassign- 
ments. 

Sec.  102.  Authorization  is  hereby  granted 
whereby  any  of  the  amounts  prescribed  in 
paragraphs  (1)  through  (14),  inclusive,  of 
section  101(c)— 

(1)  in  the  discretion  of  the  Administrator 
or  his  designee,  may  be  varied  upward  10 
percent,  or 

(2)  following  a  report  by  the  Administra- 
tor or  his  designee  to  the  Committee  on  Sci- 
ence and  Technology  of  the  House  of  Rep- 


resentatives and  the  Committee  on  Com- 
merce, Science,  and  Transportation  of  the 
Senate,  on  the  circumstances  of  such  action, 
may  be  varied  upward  25  percent,  to  meet 
unusual  cost  variations,  but  the  total  cost  of 
all  work  authorized  under  such  paragraphs 
shall  not  exceed  $166,300,000. 

Sec  103.  Not  to  exceed  one-half  of  1  per- 
cent of  the  funds  appropriated  pursuant  to 
section  101(a)  or  101(b)  may  be  transferred 
to  and  merged  with  the  "Construction  of  fa- 
cilities" appropriation,  and.  when  so  trans- 
ferred, together  with  $10,000,000  of  funds 
appropriated  pursuant  to  subsection  (c)  of 
section  101  (other  than  funds  appropriated 
pursuant  to  paragraph  (15)  of  such  subsec- 
tion) shall  be  available  for  expenditure  to 
construct,  expand,  and  modify  laboratories 
and  other  installations  at  any  location  (in- 
cluding locations  specified  in  section  101(c)). 
if  (1)  the  Administrator  determines  such 
action  to  be  necessary  because  of  changes  in 
the  national  program  of  aeronautical  and 
space  activities  or  new  scientific  or  engineer- 
ing developments,  and  (2)  he  determines 
that  deferral  of  such  action  until  the  enact- 
ment of  the  next  authorization  Act  would 
be  inconsistent  with  the  interest  of  the 
Nation  in  aeronautical  and  space  activities. 
The  funds  so  made  available  may  be  ex- 
pended to  acquire,  construct,  convert,  reha- 
bilitate, or  install  permanent  or  temporary 
public  works,  including  land  acquisition,  site 
preparation,  appurtenances,  utilities,  and 
equipment.  No  portion  of  such  sums  may  be 
obligated  for  expenditure  or  expended  to 
construct,  expand,  or  modify  laboratories 
and  other  installations  unless  a  period  of 
thirty  days  has  passed  after  the  Administra- 
tor or  his  designee  has  transmitted  to  the 
Speaker  of  the  House  of  Representatives 
and  to  the  President  of  the  Senate  and  the 
Committee  on  Science  and  Technology  of 
the  House  of  Representatives  and  to  the 
Committee  on  Commerce.  Science,  and 
Transportation  of  the  Senate,  a  written 
report  containing  a  full  and  complete  state- 
ment concerning  (A)  the  nature  of  such  con- 
struction, expansion,  or  modification.  (B) 
the  cost  thereof  including  the  cost  of  any 
real  estate  action  pertaining  thereto,  and 
(C)  the  reason  why  such  construction,  ex- 
pansion, or  modification  is  necessary  in  the 
national  interest. 

Sec.  104.  Notwithstanding  any  other  pro- 
vision of  this  Act— 

(1)  no  amount  appropriated  pursuant  to 
this  Act  may  be  used  for  any  program  delet- 
ed by  the  Congress  from  requests  as  origi- 
nally made  to  either  the  House  Committee 
on  Science  and  Technology  or  the  Senate 
Committee  on  Commerce.  Science,  and 
Transportation. 

(2)  no  amount  appropriated  pursuant  to 
this  Act  may  be  used  for  any  program  in 
excess  of  the  amount  actually  authorized 
for  that  particular  program  by  sections 
101(a),  101(b),  and  101(d),  and 

(3)  no  amount  appropriated  pursuant  to 
this  Act  may  be  used  for  any  program  which 
has  not  been  presented  to  either  such  com- 
mittee, 

unless  a  period  of  thirty  days  has  passed 
after  the  receipt  by  the  Speaker  of  the 
House  of  Representatives  and  the  President 
of  the  Senate  and  each  such  committee,  of 
notice  given  by  the  Administrator  or  his 
designee  containing  a  full  and  complete 
statement  of  the  action  proposed  to  be 
taken  and  the  facts  and  circumstances 
relied  upon  in  support  of  such  proposed 
action. 

Sec  105.  The  President  shall,  on  the  date 
of  the  submittal  to  the  Congress  of  a  budget 


for  the  National  Aeronautics  and  Space  Ad- 
ministration for  fiscal  year  1988,  submit  to 
the  Congress  budget  estimates  for  the  rec- 
ommended level  of  program  activity  and 
subactivity  funding  for  fiscal  years  1989  and 
1990  of  a  permanently  manned  space  sta- 
tion. 

Sec  106.  It  is  the  sense  of  the  Congress 
that  it  is  in  the  national  interest  that  con- 
sideration be  given  to  geographical  distribu- 
tion of  Federal  research  funds  whenever 
feasible,  and  that  the  National  Aeronautics 
and  Space  Administration  should  explore 
ways  and  means  of  distributing  its  research 
and  development  funds  whenever  feasible. 

Sec  107.  (a)  The  Government  of  the 
United  States,  on  behalf  of  the  American 
people,  requests  that  the  Working  Group 
for  Planetary  System  Nomenclature  of  the 
International  Astronomical  Union  officially 
designate  seven  of  the  ten  moons  recently 
discovered  by  the  Voyager-2  spacecraft  near 
the  planet  Uranus  in  the  names  of  the  seven 
crew  members  of  the  space  shuttle  Chal- 
lenger who  died  in  an  explosion  of  the  Chal- 
lenger on  January  28.  1986. 

(b)  The  names  of  the  seven  crew  members 
are  as  follows: 

Francis  R.  Scobee.  Commander. 

Michael  J.  Smith.  Pilot. 

Judith  A.  Resnik.  Mission  Specialist. 

Ellison  S.  Onizuka.  Mission  Specialist. 

Ronald  E.  McNair,  Mission  Specialist. 

Gregory  B.  Jarvis.  Payload  Specialist. 

S.  Christa  McAuliffe.  Teacher  Observer. 

Sec  108.  (a)  It  is  the  sense  of  the  Congress 
that  the  National  Aeronautics  and  Space 
Administration  should  move  expeditiously 
to  conduct  a  competition  for  alternative 
sources  of  production  for  space  shuttle  solid 
rocket  boosters.  The  Administrator  shall 
report  to  the  Committee  on  Science  and 
Technology  of  the  House  of  Representatives 
and  the  Committee  on  Commerce.  Science, 
and  Transportation  of  the  Senate  every 
ninety  days  following  the  date  of  enactment 
of  this  Act  for  a  period  of  one  year,  describ- 
ing the  Administration's  progress  in  carry- 
ing out  this  subsection. 

(b)  Nothing  in  this  section  shall  be  con- 
strued to  direct  the  Administrator  to  select 
and  qualify  a  second  source  of  production 
for  solid  rocket  boosters  if  the  result  of  the 
competition  described  in  sul)section  (a) 
would  not  produce  significant  savings  for 
the  National  Aeronautics  and  Space  Admin- 
istration. 

Sec  109.  Section  201  of  the  National  Aero- 
nautics and  Space  Act  of  1958  is  amended  to 
read  as  follows: 

"Sec  201.  (a)  There  is  hereby  established, 
in  the  Executive  Office  of  the  President,  the 
National  Aeronautics  and  Space  Council 
(hereinafter  referred  to  as  the  Council') 
which  shall  be  composed  of  the  following 
voting  members— 

(1)  the  Vice  President,  who  shall  be 
Chairman  of  the  Council; 

■■(2)  the  Administrator  of  the  National 
Aeronautics  and  Space  Administration,  who 
shall  be  Vice  Chairman  of  the  Council; 

'■(3)  the  Secretary  of  State; 

"(4)  the  Secretary  of  Defense; 

"(5)  the  Chairman  of  the  Users'  Advisory 
Group  established  by  subsection  (g). 

"(b)  The  President  may  designate  such 
other  additional  advisory  members  of  the 
council  as  he  may  determine. 

"(c)  The  President  shall  from  time  to  time 
designate  one  of  the  members  of  the  Coun- 
cil to  preside  over  meetings  of  the  Council 
during  the  absence,  disability,  or  unavail- 
ability of  the  Chairman  and  Vice  Chairman. 
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"(d)  Each  member  of  the  Council  may  des- 
ignate another  officer  of  his  department  or 
agency  to  serve  on  the  Council  as  his  alter- 
nate in  his  unavoidable  absence. 

"(e)  It  shall  be  the  function  of  the  Council 
to  advise  and  assist  the  President,  as  he  may 
request,  with  respect  to  the  performance  of 
functions  in  the  aeronautics  and  space  field, 
including  the  followmg  functions: 

"(1)  survey  all  significant  aeronautical  and 
space  activities,  including  the  policies,  plans, 
programs,  and  accomplishments  of  the 
United  States,  including  all  departments 
and  agencies  of  the  United  States  engaged 
in  such  activities,  and  other  nations: 

"(2)  develop  a  comprehensive  program  of 
aeronautical  and  space  activities  to  be  con- 
ducted by  departments  and  agencies  of  the 
United  States: 

••(3)  designate  and  fix  responsibility  for 
the  direction  of  major  aeronautical  and 
space  activities: 

"(4)  provide  for  effective  cooperation 
among  all  departments  and  agencies  of  the 
United  States  engaged  in  aeronautical  and 
space  activities  and  specify,  in  any  case  in 
which  primary  responsibility  for  any  catego- 
ry of  aeronautical  and  space  activities  has 
been  assigned  to  any  department  or  agency, 
which  of  those  activities  may  be  carried  on 
concurrently  by  other  departments  or  agen- 
cies: and 

"(5)  resolve  differences  arising  among  de- 
partments and  agencies  of  the  United  Slates 
with  respect  to  aeronautical  and  space  ac- 
tivities under  this  Act.  including  differences 
as  to  whether  a  particular  project  is  an 
aeronautical  and  space  activity. 

■•(f)  The  head  of  any  Federal  department 
or  agency  represented  on  the  Council  is  au- 
thorized to  transfer,  on  a  nonreimbursable 
basis,  positions  and  related  funds  of  such 
agency  to  the  Council  to  assist  it  in  carrying 
out  its  duties  under  this  Act. 

••(g)(1)  The  Council  shall  establish  a 
Users'  Advisory  Group  composed  of  non- 
Federal  representatives  of  industries  and 
other  persons  involved  in  space  activities. 

•■(2)  The  Vice  President  shall  name  a 
Chairman  of  the  Users'  Advisory  Group 
who  shall  be  a  member  of  the  Council. 

••(3)  The  Council  shall  from  time  to  time, 
but  no  less  than  once  a  year,  meet  with  the 
Users'Advisory  Group. 

•(4)  The  function  of  the  Users'  Advisory 
Group  is  to  ensure  that  the  interests  of  in- 
dustries and  other  non-Federal  entities  in- 
volved in  space  activities,  including  in  par- 
ticular commercial  entities,  are  adequately 
represented  in  the  Council. 

"(5)  The  Users'  Advisory  Group  may  be 
assisted  by  personnel  detailed  to  the  Coun- 
cil. 

'(h)  The  Council  and  the  Users'  Advisory 
_  Group    shall    not    be    subject    to    section 
14(a)(2)  of  the  Federal  Advisory  Committee 
Act.". 

Sec.  110.  The  Administrator  shall— 

(1)  review  the  findings  and  recommenda- 
tions of  the  National  Commission  on  Space 
(established  pursuant  to  the  National  Aero- 
nautics and  Space  Administration  Authori- 
zation Act,  1985  (Public  Law  98-361)):  and 

(2)  submit  recommendations  to  the  Com- 
mittee on  Science  and  Technology  of  the 
House  of  Representatives  and  the  Commit- 
tee on  Commerce.  Science,  and  Transporta- 
tion of  the  Senate  by  December  31,  1986.  re- 
garding a  long-range  plan  for  implementa- 
tion of  the  recommendations  referred  to  in 
paragraph  (1).  which  shall  include  an 
impact  assessment  of  such  implementation 
on  personnel,  budget  and  other  resources. 


TITI.E  11— OFFICE  OF  COMMERCIAL  SPACE 
TRANSPORTATION 

Sec  201.  Section  24  of  the  Commercial 
Space  Launch  Act  (49  U.S.C.  App.  2623)  is 
amended  by  adding  at  the  end  the  follow- 
ing: "There  is  authorized  to  be  appropriated 
to  the  Secretary  to  carry  out  this  Act 
$586,000  for  fiscal  year  1987". 

TITLE  III— SPACE  TRANSPORTATION 
RECOVERY 

SKC.  .101.  RKtrRMN*;  THK  SP.«  E  SHl'TTI.E  KLEET 
T<)EI.!(;ilTSTATlS. 

(a)  It  is  the  sen.se  of  the  Congress  that  the 
United  States  must  promptly  restore  .  its 
space  transportation  capabilities  and  such 
restoration  must  be  accomplished  without 
deemphasizing  other  space  programs. 

(b)  There  are  authorized  to  be  appropri- 
ated for  fiscal  year  1987  such  sums  as  are 
necessary  to  safely  return  the  space  shuttle 
fleet  to  flight  status,  and  to  achieve  the 
next  launch  of  a  space  shuttle  in  the  first 
quarter  of  calendar  year  1988. 

.SKC.  Mil.  (ONSTKKTION  OF  A  KEHI.A(E.MENT  OR- 
BITER. 

(a)(1)  The  Administrator  shall  promptly 
take  such  steps  as  may  be  necessary  to  con- 
struct a  fourth  space  shuttle  orbiter  as  a  re- 
placement for  the  space  shuttle  orbiter 
Challenger. 

(2)  The  construction  required  by  para- 
graph ( 1 )  shall  be  accomplished  to  the  maxi- 
mum extent  possible  by  use  of  existing 
structural  spares  previously  authorized  and 
funded. 

(b)(1)  There  are  authorized  to  be  appro- 
priated for  fiscal  year  1987  such  additional 
sums  as  may  be  necessary  to  begin  the  con- 
struction required  by  subsection  (a). 

(2)  Funds  authorized  to  be  appropriated 
by  sections  101(a),  101(c),  and  101(d)  of  this 
Act  shall  not  be  used  for  any  construction 
required  by  subsection  (a). 

(c)  The  Administrator  fhall  explore  the 
availability  of  private  funding  for  construc- 
tion of  the  replacement  orbiter  authorized 
by  subsection  (a).  The  Administrator  shall 
accept  private  funding  for  such  construc- 
tion— ' 

(1)  if  the  Administrator  finds  such  private 
funding  is  available:  and 

(2)  if  the  Administrator  finds  that  such 
funding— 

(A)  is  in  the  best  interest  of  the  United 
States:  and 

(B)  represents  an  amount  tantamount  to 
the  reasonable  fair  market  value. 

Private  funding  accepted  under  this  subsec- 
tion shall  replace  appropriated  funding  obli- 
gated or  expended  for  such  a  replacement 
orbiter. 

(d)  Title  II  of  the  National  Aeronautics 
and  Space  Act  of  1958  (42  U.S.C.  2451  et 
seq.)  is  amended  by  adding  at  the  end  the 
following: 

"DONATIONS  FOR  SPACE  SHUTTLE  ORBITER 

Sec.  208.  (a)  The  Administrator  may 
accept  gifts  and  donations  of  services, 
money,  and  real,  personal,  tangible,  and  in- 
tangible property,  and  use  such  gifts  and  do- 
nations for  the  construction  of  a  space  shut- 
tle orbiter. 

•(b)(1)  The  authority  of  the  Administra- 
tor to  accept  gifts  or  donations  pursuant  to 
subsection  (a)  shall  terminate  five  years 
after  the  date  of  the  enactment  of  this  sec- 
tion. 

■•(2)  All  gifts  and  donations  accepted  by 
the  Administrator  pursuant  to  subsection 
(a)  which  are  not  needed  for  construction  of 
a  space  shuttle  orbiter  shall  be  used  by  the 
Administrator  for  an  appropriate  purpose— 


"(A)  in  tribute  to  the  dedicated  crew  of 
the  space  shuttle  Challenger,  and 

"(B)  in  furtherance  of  the  exploration  of 
space. 

"(c)  A  space  shuttle  orbiter  constructed  in 
whole  or  in  part  with  gifts  or  donations 
whose  acceptance  and  use  are  authorized  by 
subsection  (a)  shall  be  named  'Challenger 
II'. 

SE(  .  .l(i:i.  rSE  <»F  EXPENDABLE  l,Al!N(  H  VEHICLES. 

(a)  It  is  the  sense  of  the  Congress  that  in 
order  to  ensure  reliable  access  to  space  the 
United  States  should  utilize  the  capability 
of  expendable  launch  vehicles  as  well  as  the 
space  shuttle  for  placing  government  pay- 
loads  into  orbit. 

(b)  There  are  authorized  to  be  appropri- 
ated for  fiscal  year  1987  such  additional 
sums  as  are  necessary  to  procure  launch 
services  for  gpvernment  satellites  by  ex- 
pendable launch  vehicles. 

(c)  No  funding  for  such  procurement  is 
authorized  under  title  I  of  this  Act. 

SE(  .  :IOI  SPAl  E  SHI  TTI.E  LAINCH  PRIORITIES. 

(a)  The  space  shuttle  shall  be  the  primary 
United  States  launch  system  for  manned 
missions  and  missions  needing  its  unique  ca- 
pabilities and  shall  be  available  for  other 
missions. 

(b)  The  Administrator  shall  make  best  ef- 
forts to  develop  a  space  shuttle  launch 
manifest  that— 

(1)  ensures  that  existing  commitments  of 
the  National  Aeronautics  and  Space  Admin- 
istration to  its  customers  are  met;  and 

(2)  reflects  the  following  priorities  (in  de- 
scending order): 

(A)  Pay  loads  deemed  critical  to  the  na- 
tional security. 

(B)  Significant  civil  government  missions, 
including  those  having  limited  launch  win- 
dows. 

(C)  Government  payloads  other  than 
those  referred  to  in  subparagraphs  (A)  and 
(B). 

(D)  Payloads  other  than  those  referred  to 
in  subparagraphs  (A)  through  (C).  including 
foreign  and  commercial  payloads. 

(c)  The  Administrator  shall  submit  the 
Administrator's  planned  flight  manifest  to 
the  Congress  no  later  than  November  1, 
1986. 

SE«  .  .in.i.  REIMBIRSEMENT  POLICY 

The  Administrator,  before  December  2. 
1986.  shall  submit  to  the  Congress  a  ten 
year  plan  setting  forth— 

(1)  a  schedule  for  planned  reimburse- 
ments from  the  Department  of  Defense  for 
space  shuttle  services:  and 

(2)  a  schedule  for  the  provision  of  such 
services. 

TITLE  IV— ASSURED  ACCESS  TO  SPACE 

SEl'.  101.  SHORT  TITLE. 

This  title  may  be  cited  as  the  "Assured 
Access  to  Space  Act". 


SEC.  Wt.  EINDINCS. 

Congress  finds  that— 

(1)  The  assurance  of  reliable  access  to 
space  is  critical  in  order  to  meet  national  se- 
curity, scientific,  and  commercial  objectives 
of  the  United  States  space  program. 

(2)  The  United  States  space  program  (in- 
cluding government  and  industry)  must  pro- 
vide the  assurance  of  reliable  and  continued 
access  to  space. 

(3)  The  United  States  should  demonstrate 
reliability  by  honoring  existing  launch  com- 
mitments. 

(4)  In  order  to  ensure  reliable  and  contin- 
ued access  to  space,  the  United  States 
should  utilize  the  capability  of  expendable 
launch  vehicles  and  the  Space  Shuttle. 
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C5)  Provision  of  launch  vehicles  and  serv- 
ices by  the  private  sector  is  an  important 
complement  to  United  States  launch  capa- 
bility, and  Congress  remains  committed  to 
the  findings  contained  in  the  Commercial 
Space  Launch  Act  (Public  Law  98-675). 

(6)  The  United  States  cannot  concede  the 
commercial  launch  vehicle  business  to  for- 
eign competition. 

SEC.  403.  PIRPOSE. 

The  purpose  of  this  title  is  to  assure  reli- 
able and  continued  access  to  space  by  pro- 
viding for  the  utilization  of  commercial  ex- 
pendable launch  vehicle  capability  in  order 
to  meet  national  security,  scientific,  and 
commercial  objectives  of  the  United  States 
space  program. 

SEC.  40».  PRCKl  RE.MENT  OK  l-AINCH  SERVICES. 

(a)  Authority.— The  Administrator  of  the 
National  Aeronautics  and  Space  Administra- 
tion shall  purchase,  through  competitive 
procurement,  expendable  launch  vehicle 
services  for  the  purpose  of  launching  gov- 
ernment payloads,  as  aggregated  by  the  Ad- 
ministrator. The  services  purchased  under 
this  subsection  shall  be  provided  on  a  reim- 
bursable basis. 

(b)  Implementation.— The  Administrator 
shall  carry  out  this  section  in  a  manner 
which  fosters  the  development  of  an  ex- 
pendable launch  vehicle  industry  and  com- 
plements the  medium  launch  vehicle  pro- 
curement planned  for  national  security  pay- 
loads. 

(c)  Report.— The  Administrator  shall 
report  to  Congress  on  how  he  will  carry  out 
this  section  no  later  than  November  1,  1986. 
Such  report  shall  include  an  estimate  of  the 
launch  service  requirements  and  procure- 
ment plans  for  the  5  years  following  the 
date  of  enactment  of  this  Act. 

SEC.  40.5.  DEEIMTION  OK  DIRECT  COSTS. 

Section  15(b)  of  the  Commercial  Space 
Launch  Act  is  amended  by  redesignating 
paragraphs  (2)  and  (3)  as  paragraphs  (3) 
and  (4).  respectively,  and  by  inserting  after 
paragraph  (1)  the  following  new  paragraph: 

"(2)  For  purposes  of  paragraph  (1).  direct 
costs  shall  not  include  costs  associated  with 
meeting  the  space  transportation  needs  of 
the  United  States.". 

SEC.  406.  RESPONSIBILITIES  CNDER  COMMER(  lAI. 
SPACE  I.Al  NCH  A(X 

Section  5(a)  of  the  Commercial  Space 
Launch  Act  is  amended  to  read  as  follows: 

"(a)  The  Secretary  shall  be  responsible  for 
carrying  out  this  Act,  and  in  doing  so  shall 
consult  with  other  agencies  to  provide  con- 
sistent application  of  licensing  requirements 
under  this  Act  and  to  ensure  fair  and  equi- 
table treatment  for  all  license  applicants.". 

SEC.  407.  SHCTTI.E  PRUINU  POLICY. 

(a)  Amendments.— 

(1)  Section  202(2)  of  the  National  Aero- 
nautics and  Space  Administration  Authori- 
zation Act  of  1986  (Public  Law  99-170;  42 
U.S.C.  2466)  is  amended  to  read  as  follows: 

"(2)  the  efficient  use  of  the  Space  Trans- 
portation System;". 

(2)  Sections  204  and  205  of  such  Act  are 
amended  to  read  as  follows: 

"Sec.  204.  (a)  The  Administrator  shall  es- 
tablish and  implement  a  pricing  system  to 
recover  reimbursement  in  accordance  with 
the  pricing  policy  under  section  202  from 
each  commercial  or  foreign  user  of  the 
Space  Transportation  System,  which  except 
as  provided  in  subsection  (c)  shall  include  a 
base  price  of  not  less  than  $74,000,000  for 
each  flight  of  the  Space  Transportation 
System  in  1982  dollars,  and  in  no  case  shall 
be  less  than  the  price  for  a  comparable 
launch  on  a  United  States  expendable 
launch  vehicle. 


"(b)  Each  year  the  Administrator  shall 
submit  to  the  President  of  the  Senate,  the 
Speaker  of  the  House  of  RepresenUtives. 
the  Committee  on  Commerce,  Science,  and 
Transportation  of  the  Senate,  and  the  Com- 
mittee on  Science  and  Technology  of  the 
House  of  Representatives,  a  report,  trans- 
mitted contemporaneously  with  the  annual 
budget  request  of  the  President,  which  shall 
inform  the  Congress  on  the  implementation 
of  the  shuttle  pricing  policy  under  this  sec- 
tion. 

"(c)  The  Administrator  may  set  a  price 
lower  than  the  price  determined  under  sub- 
section (a),  or  provide  no-cost  flights,  for 
any  commercial  or  foreign  user  of  the  Space 
Transportation  System  who  is  involved  in 
research,  development,  or  demonstration 
programs  with  the  National  Aeronautics 
and  Space  Administration. 

"Sec.  205.  This  title  shall  apply  to  flights 
of  the  Space  Transportation  System  begin- 
ning on  and  after  January  1,  1988.". 

(b)  Applicability.- The  amendments 
made  by  subsection  (a)  shall  not  affect  con- 
tracts entered  into  before  the  date  of  the 
enactment  of  this  Act. 

(c)  Report.— (1)  Not  later  than  3  years 
after  the  date  of  the  enactment  of  this  Act, 
the  Administrator  of  the  National  Aeronau- 
tics and  Space  Administration  shall  deter- 
mine the  effectiveness  of  the  amendments 
made  by  subsection  (a)  and  whether  or  not 
there  has  been  demonstrated  a  competitive 
domestic  expendable  launch  vehicle  capabil- 
ity, and  shall  report  the  determinations  to 
Congress. 

(2)  For  purposes  of  paragraph  (1),  the  ex-' 
istence  of  3  contractual  commitments  be- 
tween commercial  users  and  a  launch  serv- 
ice provider,  made  in  good  faith,  to  launch 
nongovernment  payloads.  sliall  create  a  pre- 
sumption of  a  competitive  domestic  expend- 
able launch  vehicle  capability. 

COMMITTEE  AMENDMENTS 

The  CHAIRMAN  pro  tempore.  The 
Clerk  will  report  the  first  committee 
amendment. 

Mr.  FUQUA.  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  commit- 
tee amendments  be  considered  en  bloc, 
considered  as  read,  and  printed  in  the 
Record. 

The  CHAIRMAN  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Florida? 

There  was  no  objection. 

The  text  of  the  committee  amend- 
ments is  as  follows: 

Committee  amendments: 

On  page  13,  after  line  2,  insert  the  follow- 
ing: 

•NATIONAL  AERONAUTICS  AND  SPACE 
COUNCIL 

On  page  13.  line  18,  strike  "determine." 
and  insert  the  following:  "determine,  includ- 
ing representatives  of  Federal  offices  having 
statutory  scientific,  operational,  or  regula- 
tory responsibilities  for  space  activities." 

On  page  15,  line  13,  after  "Involved  in" 
insert  "aeronautical  and". 

On  page  16,  strike  lines  12  through  19  and 
insert  the  following: 

(2)  submit  to  the  Committee  on  Science 
and  Technology  of  the  House  of  Represent- 
atives and  the  Committee  on  Commerce, 
Science  and  Transportation  of  the  Senate 
by  February  1,  1987,  a  long-range  plan  for 
implementing  the  findings  and  recommen- 
dations referred  to  in  paragraph  (1),  includ- 
ing a  broad  assessment  of  such  implementa- 


tion on  personnel,  budget  and  other  re- 
sources. 

On  page  19,  line  22,  strike  "A"  and  insert 
"The  name  of  a". 

On  page  19,  line  24,  strike  "named  Chal- 
lenger U'.".  and  insert  the  following:  "se- 
lected by  the  Administration  of  the  Nation- 
al Aeronautics  and  Space  Administration 
from  among  suggestions  submitted  by  stu- 
dents in  elementary  and  secondary  schools." 

On  page  20,  line  10,  strike  out  "govern- 
ment" and  insert  "United  States  Govern- 
ment". 

On  page  21.  line  4,  strike  out  "windows ' 
auid  insert  "opportunities". 

Op  page  23.  line  18,  strike  "November  1, 
1986"  and  insert  "January  15,  1987". 

On  page  24.  strike  lines  8  through  14  and 
insert  the  following: 

Section  5(a)(1)  of  the  Commercial  Space 
Launch  Act  is  amended  to  read  as  follows: 

"(1)  pursuant  to  authorization  and  subject 
to  the  availability  of  appropriations,  encour- 
age and  facilitate  commercial  space 
launches  by  the  private  sector,  in  conso- 
nance with  the  space  policies  of  the  United 
States  as  established  in  public  law;  and". 

The  CHAIRMAN  pro  tempore.  The 
question  is  on  the  conmiittee  amend- 
ments. 

The  committee  amendments  were 
agreed  to. 

AMENDMENT  OFFERED  BY  MR.  PDQDA 

Mr.  FUQUA.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  FUQUA:  Page 
26,  after  line  24.  insert  the  following  new 
title: 

TITLE  V-LAND  REMOTE-SENSING 
COMMERCIALIZATION 

SEITIOV  ■M\   SHORT  TITLE. 

This  title  may  be  cited  as  the  "Land 
Remote-Sensing  Commercialization  Act 
Amendments  of  1986.  ' 

SEC.  5tl2.  KIM)IN(;S. 

The  Congress  finds  and  declares  that— 

(1)  the  implementation  of  the  Land 
Remote-Sensing  Commercialization  Act  of 
1984  has  begun  and  some  of  the  major  mile- 
stones contained  in  that  Act  have  been  met: 

(2)  Congress  remains  strongly  committed 
to  the  guiding  principles  set  forth  in  that 
Act; 

(3)  notwithstanding  the  accomplishments 
thus  far.  the  relationships  among  the  in- 
volved Federal  agencies  and  the  private 
sector  have  not  yet  been  adequately  defined; 
and 

(4)  inasmuch  as  the  technical  develop- 
ment and  commercial  applications  of  future 
land  remote-sensing  systems  cannot  now  be 
predicted  with  certainty,  it  is  in  the  national 
interest  of  the  United  States  that  the  in- 
volved Federal  agencies  and  the  private 
sector  remain  flexible  in  carrying  out  their 
respective  responsibilities  under  this  title. 

SEC.  .503.  PIRPOSES. 

It  is  therefore  the  purpose  of  this  title  to 
set  forth  amendments  to  the  Land  Remote- 
Sensing  Commercialization  Act  of  1984  to 
ensure  that— 

(1)  the  original  intent  of  that  Act  is  car- 
ried out  in  the  most  effective  manner  con- 
sistent with  the  guiding  principles  expressed 
therein; 

(2)  specific  mechanisms  for  carrying  out 
the  original  intent  of  that  Act  are  provided 
in  those  cases  where  none  have  materialized 
thus  far.  and 
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(3)  the  working  relationships  among  in- 
volved Federal  agencies  and  private  sector 
parties  for  the  purpose  of  carrying  out  this 
title  are  fully  developed  and  mutually  un- 
derstood. 

SW  -.Ot.  t(>NTRA«T«)R  KXKMHTION  KKOM  KKDKR- 
Al.  M  l.i.  KKIMBl  RSKMKNT  HROVI- 
SHIN  IN  TIIK  «  ASK  Of  HKSKARl  H  AM) 
DKVKI.OPMKNT  A(;RKKMKNTS. 

Section  202(a)(4)  of  the  Act  is  amended  by 
inserting  before  the  semicolon  at  the  end 
thereof  the  following:  •.  except  in  the  case 
of  research  and  development  activities  con- 
ducted in  accordance  with  section  504". 

SEC  .iO.V  mSHtSITION  OK  .ASSfrTS  KOI.I.OWIXi  THK 
TERMINATMIN  «)K  THE  SEt  RCTARYS 
AITHORITY. 

Title  III  of  the  Act  is  amended  by  adding 
at  the  end  thereof  the  following  new  sec- 
tion: 

"DISPOSITION  OF  GOVERNMENT  ASSETS 

"Sec.  308.  Following  the  completion  of  a 
contract  made  pursuant  to  this  title,  the 
Secretary  may.  upon  30  days  advance  notice 
to  the  Committee  on  Science  and  Technolo 
gy  of  the  House  of  Representatives  and  the 
Committee  on  Commerce,  Science,  and 
Transportation  of  the  Senate,  dispose  of 
assets  (other  than  real  property)  under  the 
control  of  the  Secretary  in  a  manner  which 
best  ensures  the  continuation  of  the  con- 
tractor's commercial  activity.". 

SEC.  .WS.  CONSl  l,T.*TION  WITH  THE  NATIONAL 
REMOTE-SENSlN«;  ADVISORY  < OMMIT- 
TEE  CONCERNIN(;  THE  NATIONAL  RE 
SEARCH  AND  DEVELOPMENT  PLAN 

Section  501(e)  of  the  Act  is  amended  by 
Inserting  after  National  Aeronautics  and 
Space  Administration"  the  following:  '.  in 
consultation  with  the  National  Remote- 
Sensing  Advisory  Committee  established  by 
section  501(f).". 

SEC.  507.  ESTAHLISH.MENT  OK  AN  INDEPENDENT 
ADVISORY  COMMITTEE  KOR  RE- 
SEARCH AND  DEVELOPMENT. 

Section  501  of  the  Act  is  amended  by 
adding  at  the  end  thereof  the  following: 

"(f)  Not  later  than  60  days  after  the  en- 
actment of  this  subsection,  the  Secretary 
and  the  Administrator  of  the  National  Aero- 
nautics and  Space  Administration  shall 
jointly  establish  a  National  Remote-Sensing 
Advisory  Committee  made  up  of  representa- 
tives of  remote-sensing  data  users,  data  ven- 
dors, technology  developers,  system  opera- 
tors, system  developers,  and  data  processors 
from  Government  and  from  the  private 
sector.  Such  Committee  shall,  until  the  ter- 
mination of  the  Secretary's  authority  under 
section  307— 

"(l)  provide  advice  and  policy  recommen- 
dations to  the  Administrator  of  the  Nation- 
al Aeronautics  and  Space  Administration 
and  the  Secretary  of  the  content  of  the  uni- 
fied national  plan  required  in  subsection  (e) 
of  this  section  that  would  be  responsive  to 
user  needs,  including  sensor  technology  re- 
search and  development,  data  processing 
and  distribution,  and  data  applications: 

"(2)  provide  recommendations  to  Federal 
agencies  sponsoring  research  programs  on 
the  commercial  value  of  specific  experimen- 
tal data  sets  and  the  likelihood  that  such 
data  would  compete  with  licensees;  and 

"(3)  provide  recommendations  on  the  con- 
duct of  cooperative  test  and  applications 
demonstration  projects.". 

SEC.  so*  CLARIKICATION  OK  THE  ISE  OK  EXPERI- 
MENTAL DATA  KROM  KEOERAL  RE- 
SEARCH AND  DEVELOPMENT  PRO 
GRAMS. 

Section  502  of  this  Act  is  amended  to  read 
as  follows: 


"RESEARCH  AND  DEVELOPMENT  ACTIVITIES  OF 
FEDERAL  AGENCES 

"Sec.  502.  (a)  Each  Federal  agency  is  au- 
thorized and  encouraged  to  provide  data 
gathered  in  experimental  remote-sensing 
space  programs  to  related  research  and  de- 
velopment programs  funded  by  the  Federal 
Government  (including  applications  pro- 
grams) and  to  cooperative  research  pro- 
grams if  the  federal  agency  involved  deter- 
mines that  the  data  will  not  be  used— 

"(1)  for  any  commercial  purpose,  or 

•■(2)  in  substantial  competition  with  data 
available  from  a  licensee  under  this  Act, 
except  pursuant  to  section  503. 

■■(b)  In  making  any  determination  under 
sutjsection  (a).  Federal  agencies  shall  con- 
sult with  the  National  Remote-Sensing  Ad 
visory  Committee.". 

SEC.  .WS  CI.ARIKU  ATION  OK  THE  I  SE  OK  NONKEI). 
ERAI.  DATA  KOK  KKSEAR(  H  AND  DE 
VKI.OPMENT  PR0<;RAMS. 

Title  V  of  the  Act  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

■RESEARCH  AND  DEVELOPMENT  ACTIVITIES  OF 
SYSTEM  OPERATORS 

■Sec.  504.  Any  system  operator  under  title 
II,  III,  or  IV  of  this  Act.  or  any  marketing 
entity  under  section  503  of  this  Act,  may 
provide  data  for  any  research  and  develop- 
ment programs  without  regard  for  the  re- 
quirements of  this  Act  relating  to  sales  of 
data  on  a  nondiscriminatory  basis  if— 

"(1)  a  complete  and  timely  disclosure  of 
the  results  of  such  research  and  develop- 
ment is  made  in  the  open  technical  litera- 
ture or  is  otherwise  made  publicly  available: 

■■(2)  the  system  operator  or  marketing 
entity  provides  to  the  Secretary  an  annual 
report  of  all  research  and  development  data 
transactions  including  the  nature  of  any  co- 
operative agreements  and  the  prices 
charged  for  data;  and 

•■(3)  the  data  are  not  used  for  commercial 
purposes  or  in  competition  with  data  avail- 
able from  a  licensee  under  this  Act.". 

SE<  .  ilU.  (I.ARIKI*  ATION  OK  OPERATOR  KI(;HTS  TO 
IMPOSE  I.I.MIT.ATION  ON  HEPRODl  ( - 
TION.  DISSEMINATION.  AND  OTHER 
ACTIVITIES  ON  A  NONDISCRIMINA- 
TORY BASIS. 

Section  603  of  the  Act  is  amended  to  read 
as  follows: 

"NONREPRODUCTION 

•  Sec.  603.  In  addition  to  such  other  terms 
and  conditions  as  the  system  operator  may 
set  forth  in  compliance  with  section  601  of 
this  Act,  the  system  operator  may  require 
that  unenhanced  data  not  be  reproduced  or 
disseminated  by  any  foreign  or  domestic 
purchaser.". 

Mr.  FUQUA  (during  the  reading). 
Mr.  Chairman,  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Florida? 

There  was  no  objection. 

Mr.  FUQUA.  Mr.  Chairman,  my 
amendment  would  add  a  new  title  V, 
Land  Remote-Sensing  Commercializa- 
tion. 

The  new  title  is  the  text  of  a  bill 
passed  under  suspension  of  rules  on 
September  22,  1986.  The  new  title 
would  amend  the  original  Land 
Remote-Sensing  Commercialization 
Act  of  1984,  Public  Law  98-365,  which 
affects  NASA's  role  in  research  and 


development  in  the  remote-sensing 
area  and  will  affect  future  year  plan- 
ning in  NASA's  Environmental  Obser- 
vation Program. 

Mr.  Chairman,  the  provisions  con- 
tained in  this  title  are  noncontrover- 
sial  and  will  strengthen  our  Nation's 
position  in  the  newly  emerging  land 
remote-sensing  market.  The  addition 
of  this  title  to  the  bill  will  facilitate  its 
consideration  by  the  other  body. 

I  urge  its  adoption. 

Mr.  LUJAN.  Mr.  Chairman,  I  move 
to  strike  the  last  word,  and  I  rise  in 
support  of  the  amendment.  It  adds  the 
Landsat  Bill  to  this  particular  legisla- 
tion. It  has  passed  the  House  before 
and  it  is  the  right  thing  to  do.  I  sup- 
port the  gentleman's  amendment. 

The  CHAIRMAN  pro  tempore.  The 
question  is  on  the  amendment  offered 
by  the  gentleman  from  Florida  [Mr. 
Puqua]. 

The  amendment  was  agreed  to. 

AMENDMENT  OFFERED  BY  MR  FUQUA 

Mr.  FUQUA.  Mr.  Chairman.  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Fuqua:  Page 
26,  after  line  24,  insert  the  following  new 
title: 

TITLE  VI-INVENTIONS  IN  OUTER 
SPACE 

SECTION  6(IL  SPA(  E  INVENTIONS. 

(a)  AMENDMENTS     TO     TiTLE     35,      UNITED 

STATES  Code.— (1)  Chapter   10  of  title  35, 
United  States  Code,  is  amended  by  adding 
at  the  end  the  following: 
"S  10.5.  Inventions  in  outer  space 

"Any  invention  made,  used  or  sold  in 
outer  space  on  an  aeronautical  and  space  ve- 
hicle (as  defined  in  section  103(2)  of  the  Na- 
tional Aeronautics  and  Space  Act  of  1958 
(42  U.S.C.  2452(2))  under  the  jurisdiction  or 
control  of  the  United  States  shall  be  consid- 
ered to  be  made,  used  or  sold  within  the 
United  States  for  purposes  of  this  title, 
except  with  respect  to  any  space  vehicle  or 
component  thereof  that  is  specifically  iden- 
tified and  otherwise  provided  for  by  an 
international  agreement  to  which  the 
United  States  is  a  party.". 

(2)  The  table  of  sections  of  chapter  10  of 
title  35,  United  States  Code,  is  amended  by 
adding  at  the  end  the  following: 

"105.  Inventions  in  outer  space.". 

(b)  Amendment  to  National  Aeronautics 
AND  Space  Act.— Section  305  of  the  National 
Aeronautics  and  Space  Act  of  1958  (42 
U.S.C.  2457)  is  amended  by  adding  at  the 
end  the  following  new  subsection: 

■■(m)  Any  invention  made,  used  or  sold  in 
outer  space  on  an  aeronautical  and  space  ve- 
hicle (as  defined  in  section  103(2))  under  the 
jurisdiction  or  control  of  the  United  States 
shall  be  considered  to  be  made,  used  or  sold 
within  the  United  States  for  purposes  of 
this  Act,  except  with  respect  to  any  space 
vehicle  or  component  thereof  that  is  specifi- 
cally identified  and  otherwise  provided  for 
by  an  international  agreement  to  which  the 
United  States  is  a  party.". 

SE(  .  «02.  EKKECTIVE  DATE. 

(a)  In  General.— Subject  to  subsections 
(b).  (c)  and  (d)  of  this  section,  the  amend- 
ments made  by  section  601  shall  apply  to  all 
United  States  patents  granted  before,  on,  or 
after  the  date  of  the  enactment  of  this  Act, 
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and  to  all  applications  for  United  States 
patents  pending  on  or  filed  on  or  after  such 
date  of  enactment. 

(b)  Amendments  Not  To  Affect  Prior  De- 
cisions.—The  amendments  made  by  section 
601  shall  not  affect  any  final  decision  made 
by  a  court  or  the  Patent  and  Trademark 
Office  before  the  date  of  the  enactment  of 
this  Act  with  respect  to  a  patent  or  an  appli- 
cation for  a  patent,  if  no  appeal  from  such 
decision  is  pending  and  the  time  for  filing 
an  appeal  has  expired. 

(c)  Amendments  Not  To  Affect  Certain 
Pending  Cases.— The  amendments  made  by 
section  601  shall  not  affect  the  right  of  any 
party  in  any  case  pending  in  a  court  on  the 
date  of  the  enactment  of  this  Act  to  have 
the  party's  rights  determined  on  the  basis 
of  the  substantive  law  in  effect  before  such 
date  of  enactment. 

(d)  Amendments  to  Be  Prospective  in  Ap- 
plication.—Subject  to  subsections  (b)  and 
(c)  of  this  section,  the  amendments  made  by 
section  601  shall  not  apply  to  any  process, 
machine,  article  of  manufacture,  or  compo- 
sition of  matter,  an  embodiment  of  which 
was  launched  prior  to  the  date  of  the  enact- 
ment of  this  Act. 

Mr.  PUQUA  (during  the  reading). 
Mr.  Chairman,  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Florida? 

There  was  no  objection. 

Mr.  FUQUA.  Mr.  Chairman,  my 
amendment  would  add  a  new  title  VI 
to  the  bill.  The  new  title  would  add  to 
this  bill  the  provisions  of  H.R.  4316, 
dealing  with  inventions  in  outer  space, 
as  passed  by  the  House  under  suspen- 
sion of  rules  on  September  16,  1986. 
This  amendment  would  extend  the  ap- 
plicability of  U.S.  patent  law  to  activi- 
ties occurring  on  U.S.  aeronautical  and 
space  vehicles.  This  jurisdictional 
change  is  accomplished  without 
changing  substantive  patent  law,  that 
is,  an  inventor  will  receive  the  same 
protection  under  patent  laws  whether 
his  activities  occur  on  Earth  or  in 
space. 

This  amendment  is  offered  with  the 
full  cooperation  of  the  Judiciary  Com- 
mittee, which  also  considered  this  leg- 
islation along  with  the  Committee  on 
Science  and  Technology. 

I  urge  its  adoption. 

Mr.  LUJAN.  Mr.  Chairman,  I  move 
to  strike  the  last  word,  and  I  rise  in 
support  of  this  amendment. 

Again,  it  is  adding  the  provisions  of 
the  inventions  in  outer  space  bill  to 
this  legislation. 

We  have  all  been  very  interested  in 
this.  It  is  a  way  to  encourage  the  com- 
mercialization in  outer  space,  and  we 
certainly  on  this  side  add  our  enthusi- 
astic support  to  this  amendment. 

The  CHAIRMAN  pro  tempore.  The 
question  is  on  the  amendment  offered 
by  the  gentleman  from  Florida  [Mr. 
Pdqda]. 

The  amendment  was  agreed  to. 


amendment  offered  by  MR.  TORRICEIXI 

Mr.  TORRICELLI.  Mr.  Chairman,  I 
offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Torricelli: 
Strike  out  section  108  (page  12,  lines  10 
through  25)  and  insert  in  lieu  thereof  the 
following: 

Sec.  108.  (a)  The  Administrator  of  the  Na- 
tional Aeronautics  and  Space  Administra- 
tion shall  prepare  and  submit  to  the  Con- 
gress, no  later  than  March  31,  1987,  a  com- 
prehensive acquisition  strategy  and  plan  for 
the  continued  procurement  of  space  shuttle 
solid  rocket  motors.  The  acquisition  strate- 
gy and  plan  shall  specifically  address  ( 1 )  the 
decisions  made  by  the  Administrator  for  up- 
grading the  motor  design,  (2)  alternatives 
for  establishing  and  maintaining  competi- 
tion in  future  procurements,  and  (3)  the 
costs  and  benefits  of  each  such  alternative. 

(b)  Upon  completion  of  the  solid  rocket 
motor  redesign  effort  and  the  determination 
of  likely  flight  rates,  but  before  signing  a 
production  contract  for  follow-on  solid 
rocket  motors  beyond  those  currently  under 
contract,  the  Administrator  shall  issue  a  re- 
quest for  proposal  for  a  second  source  for 
future  motors. 

(c)  The  Administrator  shall  determine 
whether  a  request  to  the  Congress  for 
second  source  qualification  funding  is  neces- 
sary or  desirable  in  order  to  permit  the 
second  source  to  compete  with  the  incum- 
bent on  a  fair  and  effective  basis,  consistent 
with  the  Competition  in  Contracting  Act. 

(d)  There  are  authorized  to  be  appropri- 
ated (in  addition  to  any  other  amounts  au- 
thorized to  be  appropriated  pursuant  to  this 
Act)  such  sums  as  may  be  necessary  to 
enable  the  Administrator  to  prepare  the 
strategy  and  plan  under  subsection  (a),  issue 
the  request  for  pro[>osal  under  subsection 
(b),  and  make  the  determination  under  sub- 
section (c). 

(e)  The  Administrator  shall  consider  the 
competitive  advantages  of  the  nozzle  and 
solid  rocket  motor  separately.  No  determi- 
nation of  the  advantages  of  the  second 
source  of  either  the  solid  rocket  motor  or 
the  nozzle  shall  preclude  a  judgment  of  the 
advantages  of  the  other.  In  evaluating  pro- 
posals received  in  response  to  the  request 
for  proposal  issued  pursuant  to  subsection 
(b),  the  Administrator  shall  consider  costs 
and  cost  savings  in  accordance  with  applica- 
ble law.  Nothing  in  this  section  shall  be  con- 
strued to  direct  the  Administrator  to  select 
and  qualify  a  second  source  of  production 
for  solid  rocket  motors  if  the  proposals  re- 
ceived pursuant  to  subsection  (b)  would  not 
produce  significant  long-term  savings  for 
the  National  Aeronautics  and  Space  Admin- 
istration, consistent  with  the  requirements 
of  the  Competition  in  Contracting  Act  and 
the  public  opinions  of  the  Comptroller  Gen- 
eral pertaining  thereto. 

(f)  The  comprehensive  acquisition  strate- 
gy and  plan  (subsection  (a))  and  proposals 
for  a  second  source  (subsection  (b))  shall 
apply  to  all  modifications  of  the  solid  rocket 
motors  that  are  intended  for  production. 

(g)  Nothing  herein  shall  preclude  the  Na- 
tional Aeronautics  and  Space  Administra- 
tion Administrator  from  holding  a  competi- 
tion for  production  of  an  upgnwled  design  of 
the  solid  rocket  motor. 

Mr.  TORRICELLI  (during  the  read- 
ing). Mr.  Chairman,  I  ask  unanimous 
consent  that  the  amendment  be  con- 
sidered as  read  and  printed  in  the 
Record. 


The  CHAIRMAN  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  New  Jersey? 

There  was  no  objection. 

Mr.  TORRICELLI.  Mr.  Chairman, 
we  are  facing  a  new  beginning  in  a 
congressional  relationship  with  NASA. 
It  is  a  relationship  bom  out  of  the 
tragedy  of  the  loss  of  the  space  shuttle 
ChaUenger. 

There  are  several  aspects  to  that 
new  relationship.  One  is  a  closer 
watch,  a  tighter  relationship,  and 
more  oversight.  The  other  is  to  call 
upon  the  best  in  our  economy  and  in 
our  country,  and  that  is  competition. 

We  have  before  us  today  an  amend- 
ment which  requires  such  competition, 
a  competition  in  the  largest  of  all  of 
the  contracts  of  NASA,  and  that  is  the 
construction  of  the  solid  rocket 
motors. 

In  bringing  this  amendment  before 
us  today,  I  must  congratulate  both  the 
chairman  of  our  subcommittee,  Mr. 
Nelson  of  Florida,  and  the  ranking 
member,  Mr.  Walker. 

This  amendment  is  the  product  of 
much  work  and  many,  many  weeks  of 
diligent  effort.  It  is,  I  think,  an  amend- 
ment which  has  a  number  of  advan- 
tages. 

I  think  it  is  important  for  the  House 
to  understand  what  a  dramatic  change 
it  represents.  Since  1973,  NASA  has 
been  contracting  with  a  single  compa- 
ny, the  Morton-Thiokol  Co.,  to 
produce  solid  rocket  motors.  It  has 
done  so  even  though  contracts  of  a 
fraction  of  the  size  within  the  military 
program  have  been  given  to  two  and 
three  competitive  contractors.  Only 
NASA  has  relied  on  a  single  company. 

The  disadvantages,  I  think,  have 
been  clear.  Even  if  after  the  Shuttle 
Program  resumes  flight  we  were  to 
have  an  accident  with  one  contractor, 
we  would  lose  access  to  space  again. 
Inc-eed  that  single  contractor,  Morton- 
Thiokol,  has  had  several  accidents 
within  the  last  2  years.  So  access  to 
space  is  one  reason  why  we  seek  today 
to  broaden  the  economic  base,  the  pro- 
duction base,  for  our  solid  rocket 
motors. 

The  second  is  quality.  The  only  real 
guarantee  of  quality  again  when  the 
space  shuttle  flies  is  multiple  contract- 
ing. 

Third,  of  course,  is  cost.  It  is  instruc- 
tive, I  think,  that  in  1975  when  NASA 
asked  for  cost  information  on  the  pro- 
duction of  the  solid  rocket  motors,  the 
price  fell  by  40  percent.  Indeed  it  is 
the  belief  of  other  corporations,  and 
there  may  be  four  in  the  United 
States,  that  could  also  compete  for 
this  contract,  that  it  may  be  possible 
to  produce  solid  rocket  motors  that 
now  cost  $18  million  for  as  little  as  $12 
million. 

Mr.  Chairman,  this  is  an  Important 
begiimlng.  It  is  bringing  competition 
to     NASA.     That     competition     will 
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ensure  access  to  space,  it  will  assure 
quality  and,  most  importantly  per- 
haps, it  can  ensure  real  savings  for 
NASA  and  the  American  taxpayer  in- 
volving millions  of  dollars. 

I  thank  our  chairman,  Mr.  Puqua, 
our  subcommittee  chairman,  Mr. 
Nelson  of  Florida,  and  Mr.  Walker 
for  their  help  in  bringing  this  impor- 
tant amendment  before  the  floor 
today. 

Mr.  WALKER.  Mr.  Chairman,  I 
move  to  strike  the  last  word. 

Mr.  Chairman,  I  do  believe  that  this 
amendment  is  a  valuable  contribution 
to  the  bill. 

I  do  want  to  engage,  however,  in  a 
colloquy  with  the  gentleman  from 
Florida,  the  chairman  of  the  subcom- 
mittee, so  we  can  establish  in  legisla- 
tive history  just  where  we  are  on  this 
particular  amendment. 

First,  let  me  ask  about  the  purpose 
of  this  amendment.  Is  the  purpose  of 
this  amendment  to  save  the  taxpayers 
money,  or  is  it  to  establish  a  second 
source  regardless  of  the  cost? 

I  yield  to  the  gentleman  from  Flori- 
da [Mr.  Nelson]. 

Mr.  NELSON  of  Florida.  Mr.  Chair- 
man, I  thank  the  gentleman  from 
Permsylvania  for  his  questions. 

I  want  to  state  that  it  is  the  intent 
of  the  committee  in  accepting  the 
amendment  to  save  money. 

Mr.  WALKER.  Is  it  the  intent  of  the 
committee  that  the  Administrator 
must  pay  any  or  all  of  the  cost  of  qual- 
ification of  a  second-source  contrac- 
tor? 

Mr.  NELSON  of  Florida.  The  Ad- 
ministrator will  make  the  determina- 
tion based  on  the  best  interests  of  the 
United  States  according  to  the  law. 

Mr.  WALKER.  Could  the  chairman 
tell  me  how  many  other  major  rocket 
systems  we  now  purchase  have  a 
second  source? 

Mr.  NELSON  of  Florida.  There  are 
none.  All  have  either  a  prime  contrac- 
tor with  subcontractors  making  single 
parts,  or  they  are  built  by  joint  ven- 
tures, but  there  are  no  true  second- 
source  providers. 

Mr.  WALKER.  So  would  the  chair- 
man agree  that  the  purpose  of  this 
amendment  is  to  give  the  Administra- 
tor the  maximum  flexibility  to  save 
money  on  future  procurements  of 
solid  rocket  motors? 

Mr.  NELSON  of  Florida.  Yes;  that  is 
exactly  the  purpose. 

Mr.  WALKER.  And  under  the 
amendment,  the  Administrator  may 
move  forward  with  the  competition  for 
redesigned  SRM's? 

Mr.  NELSON  of  Florida.  Yes;  in  the 
amendment  it  is  provided  for  that. 

Mr.  WALKER.  And  in  such  a  compe- 
tition, all  contractors  would  be  eligible 
to  bid? 

Mr.  NELSON  of  Florida.  Yes;  there 
would  be  no  restrictions. 

Mr.  WALKER.  Finally,  is  it  the  in- 
tention of  the  committee  that  NASA 


would  only  go  to  a  second  source  if 
there  were  real  long-term  savings  to 
the  American  taxpayer? 

Mr.  NELSON  of  Florida.  Yes;  that  is 
our  intention. 

D  1645 

Mr.  WALKER.  I  thank  the  chair- 
man. Let  me  ask  the  author  of  the 
amendment,  given  that  colloquy, 
whether  or  not  the  legislative  history 
that  that  colloquy  represents  is  in  fact 
within  the  intent  of  the  gentleman 
from  New  Jersey? 

I  yield  to  the  gentleman  for  his  re- 
sponse. 

Mr.  TORRICELLI.  It  does  represent 
my  views  and  the  belief  that  there  are 
substantial  cost  savings  and  it  is  those 
savings  that  we  are  searching  for. 

One  comment  that  I  would  make,  is 
that  while  in  fact  it  is  accurate,  that 
there  are  no  second  sources  currently 
within  NASA  for  these  rockets.  We  are 
trying  to  follow  the  model  that  has 
been  established  in  the  Pentagon  with 
military  programs  where  all  of  their 
solid  rocket  motors,  indeed,  all  of  their 
rockets  designs,  do  have  second 
sources  and  are  competitive.  That  is 
the  model  that  we  are  seeking  to 
follow. 

Mr.  WALKER.  I  thank  the  gentle- 
man. I  appreciate  the  work  that  he 
has  put  in  to  making  this  amendment 
something  that  the  committee  can 
work  with  him  on. 

Mr.  NELSON  of  Florida.  Mr.  Chair- 
man, I  move  to  strike  the  requisite 
number  of  words. 

Mr.  Chairman,  I  rise  for  the  purpose 
of  another  clarification  from  the  gen- 
tleman from  new  Jersey. 

I  would  like  to  ask  a  question  regard- 
ing subsection  (d).  Is  it  the  intention 
of  the  gentleman  from  New  Jersey 
that  this  subsection  (d)  is  an  authori- 
zation of  administrative  cost  and  not 
an  authorization  of  the  program? 

I  yield  to  the  gentleman  for  his  re- 
sponse. 

Mr.  TORRICELLI.  It  is  my  inten- 
tion that  administrative  costs  be  in- 
curred and  that  there  be  no  impact 
program  operations  in  any  case. 

Mr.  NELSON  of  Florida.  I  thank  the 
gentleman. 

Mr.  Chairman,  the  committee  in- 
tends to  accept  the  amendment. 

Mr.  LOWERY  of  California.  Mr. 
Chairman,  I  move  to  strike  the  requi- 
site number  of  words. 

Mr.  Chairman,  I  rise  in  support  of 
this  amendment  and  commend  my  col- 
league, the  gentleman  from  New 
Jersey.  It  is  a  good  amendment.  It  is  in 
the  taxpayers'  interest.  It  should  bring 
to  bear  a  good  deal  of  congressional  at- 
tention on  an  issue  that  should  save 
the  American  taxpayers  a  great  deal 
of  money.  I  commend  the  gentleman 
and  I  am  happy  the  conmiittee  will 
accept  the  amendment. 

Mr.  Chairman,  I  have  long  support- 
ed encouraging  NASA  to  seek  a  second 


source  for  the  space  shuttle's  solid 
rocket  motors.  My  efforts  have  not 
been  an  outgrowth  of  the  space  shut- 
tle tragedy,  although  the  accident  and 
subsequent  investigations  may  have 
heightened  the  awareness  of  the  prob- 
lem. Second  sourcing  can  lead  to  in- 
creased technical  performance,  en- 
courage improvements  in  quality,  and 
reduce  costs,  but  it  also  enhances  our 
industrial  base  and  in  turn  our  nation- 
al security. 

Since  1984,  Congress  has  encouraged 
the  feasibility  of  bringing  in  more 
than  one  source  for  producing  the  ele- 
ments of  the  space  shuttle.  In  1985, 
the  Science  and  Technology  authori- 
zation report  suggested  that  NASA 
take  a  close  look  at  dual  sourcing  to 
see  if  savings  would  be  generated. 

This  amendment  incorporates  rec- 
ommendations—included in  a  GAO 
report  requested  by  the  chairman  of 
the  Government  Operations  Commit- 
tee, Jack  Brooks— which  reviewed 
NASA's  efforts  to  establish  a  second 
production  source  for  the  solid  rocket 
motors  used  in  the  Space  Shuttle  Pro- 
gram. Released  in  August,  the  report 
cites  various  efforts  by  NASA  which 
failed  to  foster  competition.  The  GAO 
also  suggests  an  acquisition  strategy 
and  plan  for  continued  procurement 
of  the  solid  rocket  motors. 

The  amendment,  following  GAO's 
recommendation,  requires  NASA  to 
report  to  Congress  on  its  acquisition 
strategy  and  plan  by  March  31,  1987. 
Mr.  Chairman,  I  may  add  at  this  point, 
that  NASA  would  have  to  come  to 
Congress  to  seek  necessary  authority 
to  select  a  second  source  or  maintain  a 
sole  source  of  supply  for  the  solid 
rocket  motor. 

Mr.  Chairman,  earlier  this  year  more 
than  250  of  our  colleagues  joined  in  a 
bipartisan  effort  encouraging  NASA  to 
proceed  with  a  second  source  for  the 
shuttle's  solid  rocket  motors.  The 
strong  interest  and  support  among  our 
colleagues  for  this  action  was  under- 
taken because  we  believe  the  proposal 
for  a  second  source  is  good  for  the 
Government;  good  for  the  deficit;  and 
good  for  the  Space  Program. 

The  space  shuttle  is  a  magnificent 
investment.  The  next  generation  of 
space  exploration,  the  space  station, 
SDI,  and  the  programs  to  follow  can 
only  be  made  possible  through  a  prac- 
tical shuttle  fleet.  The  overall  objec- 
tives of  our  Space  Program  depend 
upon  our  ability  to  conduct  space 
launches.  Our  access  to  space  must  be 
assured,  and  at  the  same  time  we  must 
maintain  the  industrial  base  needed  to 
continue  assured  access  in  the  long 
term.  We  can  no  longer  be  dependent 
on  any  one  manufacturer  for  our 
space  launch  capability.  Mr.  Chair- 
man, I  urge  my  colleagues  to  support 
this  amendment. 

Mr.  FAZIO.  Mr.  Chairman,  will  the 
gentleman  yield? 
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Mr.  LOWERY  of  California.  I  yield 
to  the  gentleman  from  California. 

Mr.  FAZIO.  I  thank  the  gentleman 
for  yielding. 

Mr.  Chairman,  I  know  that  the  gen- 
tleman has  joined  me  in  making  every 
effort  to  produce  additional  competi- 
tion in  this  area.  I  want  to  congratu- 
late the  gentleman  from  New  Jersey 
for  his  efforts. 

Mr.  Chairman,  I  rise  in  support  of  the 
amendment  offered  by  the  gentleman  from 
New  Jersey.  The  amendment  builds  on  efforts 
by  the  House  Appropriations  Committee— and 
the  HUD-lndependent  Agencies  Subcommit- 
tee— to  encourage  NASA  to  seek  a  second 
source  for  the  shuttle's  solid  rocket  motor. 

Obtaining  a  second  source  for  the  solid 
rocket  motor  [SRM]  is  vital  for  a  numt}er  of 
reasons. 

After  a  2-year  study  of  the  issue,  NASA  de- 
clared in  December  of  last  year  that  "it  is  in 
the  national  interest  ...  to  develop  an  SRM 
second  source  capability  for  national  security 
and  for  broadening  the  industrial  base  for 
large  solid  rocket  production  capability." 

A  second  source  for  the  SRM  will  also 
mean  competition  and  significant  opportunities 
for  cost  savings.  Earlier  this  year,  NASA  offi- 
cials advised  Congress  that  the  mere  prospect 
of  competition  on  the  solid  rocket  motors  had 
saved  the  Government  over  $150  million  by 
driving  down  the  prices  of  future  rocket  motor 
purchases. 

And  more  savings  can  be  achieved.  Based 
on  10  shuttle  flights  per  year,  NASA  could 
generate  savings  of  as  much  as  $80  million 
annually  by  moving  to  a  second  source  for  the 
SRM. 

Moreover,  Mr.  Chairman,  acquiring  a  second 
source  for  the  solid  rocket  motor  could  mean 
greater  quality  control  in  SRM  production  and 
improved  safety  for  the  Shuttle  Program. 

In  July,  before  a  House  Government  Oper- 
ations Subcommittee  hearing.  General  Ac- 
counting Office  [GAO]  investigators  testified 
that  they  had  identified  2,075  possible  quality 
control  problems  in  the  manufacture  of  the 
Challenger's  faulty  booster  rocket. 

The  GAO  further  testified  that  "one  contrib- 
uting factor  to  the  loss  of  quality  control— at 
Morton  Thiokol— might  well  have  been  the  ex- 
clusivity of  the  contract." 

NASA  has  announced  its  intention  to  launch 
a  new  round  of  studies  which  "could  lead  to  a 
second  source  of  the  SRM  and/or  a  newly 
designed  SRM." 

But,  Mr.  Chairman,  Congress  will  not  be  sat- 
isfied with  just  another  study  of  the  merits  of  a 
second  source  for  the  SRM. 

We  know  the  merits.  The  merits  have  been 
fully  documented  by  GAO.  NASA,  and  Con- 
gress. Now  is  the  time  for  more  than  just  lip- 
service  to  competition  and  a  second  source. 

The  amendment  offered  by  Mr.  Torricelli 
will  guarantee  a  fair,  full,  and  open  competi- 
tion on  future  procurements  of  the  solid  rocket 
motor.  It  will  save  the  Government  money  and 
it  will  improve  the  quality  control— and  ulti- 
mately the  safety— of  NASA's  solid  rocket 
motor  program.  I  strongly  urge  its  adoption. 

Mr.  DIXON.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  LOWERY  of  California.  I  yield 
to  the  gentleman  from  California. 


Mr.  DIXON.  I  thank  the  gentleman 
for  yielding  to  me. 

Mr.  CHAIRMAN.  I  rise  in  support  of 
the  amendment  offered  by  my  col- 
league, Mr.  Robert  Torricelli,  which 
defines  the  steps  that  NASA  would  be 
required  to  take  concerning  a  second 
source  for  future  booster  rockets. 

While  NASA  has  announced  its  in- 
tention to  establish  a  second  source, 
this  administration  has  shown  great 
reluctance  in  establishing  guidelines 
for  a  fair,  second  source  competitive 
program.  This  amendment  would  re- 
quire NASA  to  prepare  and  provide  a 
comprehensive  acquisition  strategy 
and  plan  by  March  31,  1987,  for  con- 
tinued procurement  of  the  motors  and 
define  steps  NASA  will  have  to  take 
before  moving  forward  with  a  second 
source  contract. 

Some  have  argued  that  NASA 
should  wait  until  the  shuttle  is  up  and 
flying  before  considering  other  designs 
or  a  second  source  for  solid  rocket 
motors. 

That  date,  however,  is  more  than  a 
year  away— perhaps  nearly  2  years 
away.  To  start  a  second  source  at  that 
time  would  mean  the  first  competitive 
motor  delivered  to  NASA  would  be  5 
years  from  the  time  the  first  shuttle 
flight  resumes.  I  believe  NASA  should 
be  committed  to  a  full,  fair  and  open 
competition,  and  provide  a  second 
source  to  upgrade  the  shuttle's  solid 
rocket  motors.  Now  is  the  time  to 
begin  the  process  for  establishing  and 
maintaining  competition  in  future  pro- 
curements. 

Let's  solve  this  problem  now,  and 
preserve  the  integrity  of  our  space 
program.  We  all  recognize  that  NASA 
faces  the  challenge  of  regaining  an 
American  presence  in  space,  and  we  all 
want  to  ensure  a  safe  and  sound  pro- 
gram. It  will  truly  be  a  great  day  for 
our  country  and  for  all  Americans 
when  NASA's  space  program  is  once 
again  operational.  I  urge  you  to  sup- 
port this  amendment. 

Mr.  LUJAN.  Mr.  Chairman,  I  move 
to  strike  the  requisite  number  of 
words. 

Mr.  Chairman,  I  would  also  like  to 
congratulate  the  gentleman  and  tell 
him  that  on  this  side  we  certainly  sup- 
port it.  We  had  recognized  in  commit- 
tee that  something  should  have  been 
done  about  it,  and  we  have  something 
in  the  bill,  as  a  matter  of  fact,  which 
the  gentleman  intends  to  replace.  It  is 
not  quite  as  strong  as  the  gentleman's 
language.  The  bill  says  it  is  the  sense 
of  Congress  that  the  administration 
should  move  towards  a  second  source, 
and  the  gentleman  has  replaced  that 
with  "shall  prepare  and  submit  to  the 
Congress  by  a  particular  date  compre- 
hensive acquisition  strategy  and  plan 
for  the  continued  procurement  of 
space  shuttle  solid  rocket  motors."  It 
makes  it  mandatory  and  by  a  date  spe- 
cific. I  think  that  strengthens  the  leg- 


islation and,  as  I  say,  on  this  side  we 
are  happy  to  support  the  amendment. 

Mr.  BOUCHER.  Mr.  Chairman,  I  rise  in  sup- 
port of  the  amendment  offered  by  the  gentle- 
man from  New  Jersey. 

For  the  past  12  years,  the  possibility  of  a 
second  source  for  the  space  shuttle's  solid 
rocket  booster  has  been  discussed.  Finally,  in 
early  January,  NASA  stated  that  it  intended  to 
go  to  a  second  source  of  supply  for  the 
motors.  Mr.  Torricelli's  amendment  would 
move  that  stated  intention  to  concrete  action 
by  NASA. 

This  amendment  requires  NASA  to  com- 
plete a  plan  for  competition  and  to  issue  a  re- 
quest for  competitive  bids  for  the  boosters.  It 
IS  my  understanding  that  there  are  four  major 
propulsion  companies  ready  to  give  the 
Agency  their  best  and  final  offers  on  solid 
rocket  motors  costs.  Good  business  sense 
dictates  that  they  be  allowed  to  do  so. 

Other  nations  are  moving  ahead  rapidly  on 
new  technologies  and  production  techniques 
in  solid  rocket  motors.  Our  Nation  should  not 
be  left  t>ehind.  The  competition  provided  for  in 
this  amendment  will  enable  us  to  rise  to  this 
challenge. 

A  recent  GAO  report  on  NASA's  procure- 
ment of  solid  rocket  booster  motors  eloquent- 
ly expresses  the  need  for  this  amendment. 
The  report  observed,  "Competition  is  a  nation- 
al policy  and  for  good  reason:  it  can  lead  to 
increased  technical  performance,  encourage 
improvements  in  quality,  reduce  acquisition 
costs  and  enhance  the  industnal  base." 

I  urge  your  support  of  the  Torricelli  amend- 
ment. 

Mr.  MINETA.  Mr.  Chairman,  I  rise  in  support 
of  the  amendment  of  the  gentleman  from  New 
Jersey  and  urge  my  colleagues  to  vote  yes. 

Mr.  Chairman,  I  am  a  very  strong  believer  in 
the  principle  of  second  sourcing.  Second 
sourcing  allows  us  a  balanced  and  prudent 
approach  to  procurement  policy.  By  introduc- 
ing keen  competition  into  the  Government's 
purchasing  process,  we  increase  the  odds 
that  the  products  we  get  will  be  of  the  highest 
quality  at  the  most  reasonable  prices. 

Moreover,  Mr.  Chairman,  I  subscribe  whole- 
heartedly to  the  intent  of  the  amendment  now 
before  us.  In  effect,  we  would  be  ■  placing 
NASA  on  a  reasonable  time  line  so  that,  as 
we  proceed  with  a  new  design  for  solid  rocket 
motors.  NASA  will  be  in  a  strong  position  to 
include  other  contractors  in  their  procurement 
policy.  NASA  has  already  acted  wisely  in  irv 
cluding  experts— from  the  public  and  private 
sector— in  the  present  redesign  phase.  We 
must  build  on  that  process  by  giving  eligible 
companies  every  reasonable  indication  that 
they  might  also  compete  for  a  production  con- 
tract. 

Included  in  this  amendment  are  safeguards 
to  ensure  that  the  second  source  effort  is  a 
responsible  one.  A  comprehensive  acquisitkjn 
plan  will  have  to  be  submitted  to  Congress 
prior  to  issuing  an  RFP  and  all  such  plans  for 
proceeding  with  the  actual  bidding  process 
must  be  in  conformity  with  the  Competition  in 
Contracting  Act. 

Nothing  in  this  amendment  commits  Con- 
gress to  earmarking  additional  funds  and 
nothing  in  this  amendment  forces  tf>e  Adminis- 
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trator  of  NASA  or  the  Congress  to  select  a 
second  source  if  such  a  policy  proves  unwise. 

Therefore,  Mr.  Chairman,  we  have  the  op- 
portunity today  to  proceed  with  a  major  pro- 
curement reform  arid  to  enhance  the  possibili- 
ty that  in  ttiat  not-too-distant  future  we  will 
have  a  safe  and  reliable  and  cost-effective 
sotid  rocket  to  enable  us  to  fly  shuttle  mis- 
sions orKe  again. 

Again.  I  urge  a  "yes"  vote  on  the  amend- 
ment of  tfie  gentleman  from  New  Jersey. 

Mr.  CARPER.  Mr.  Chairman,  I  rise  to  sup- 
port the  amendment  offered  by  the  gentleman 
from  New  Jersey  and  to  congratulate  him  for 
bringing  it  before  the  House. 

On  more  than  one  occasion  I  have  met  with 
NASA  Administrators  on  the  second  source 
issue. 

Each  tinr»e — and  correctly  so — the  Adminis- 
trator brings  up  ttie  question  of  "qualifying"  a 
second  source.  That  is,  the  amount  of  money 
it  takes  to  buy  the  tooling  and  to  test  the  first 
few  motors  made  by  the  new  producer.  Usual- 
ly, the  Government  pays  for  these  up  front 
costs. 

NASA  has  estimated  the  cost  of  startup  to 
be  as  high  as  $200  million.  I  have  some  ques- 
tnns  about  that  estimate  since  the  contrac- 
tors—according to  a  GAO  report— stated  the 
qualification  program  could  be  accomplished 
for  as  low  as  S52  million.  I  have  been  further 
informed  by  contractor  representatives  that 
the  qualification  program  could  be  undertaken 
for  $40  million — and  that  amount  could  be 
spread  over  3  years. 

The  simple  fact  seems  to  be  that  NASA 
does  not  know  what  a  qualification  program 
would  cost— and  whether  the  cost  would  be  a 
wise  investment  in  the  future  of  the  space 
program. 

NASA  should  find  out  and  the  House  can 
speed  that  process  along  by  adopting  this 
amerfdment. 

The  CHAIRMAN  pro  tempore.  The 
question  is  on  the  amendment  offered 
by  the  gentleman  from  New  Jersey 
[Mr.  ToRRiCEixi]. 

The  amendment  was  agreed  to. 

AMENDMENT  OFFERED  BY  MR.  TRAFICANT 

Mr.  TRAFICANT.  Mr.  Chairman,  I 
offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Traficant:  At 
the  end  of  title  I  (page  17.  after  line  2).  add 
the  following  new  section: 

Sec.  III.  (a)  The  Administrator  shall 
award  to  a  domestic  firm  a  contract  that, 
under  the  use  of  competitive  procedures, 
would  \x  awarded  to  a  foreign  firm,  if— 

(1)  the  final  product  of  the  domestic  firm 
will  l>e  completely  assembled  in  the  United 
States: 

(2)  when  completely  assembled,  not  less 
than  50  percent  of  the  final  product  of  the 
domestic  firm  will  l)e  domestically  produced: 
and 

(3)  the  difference  l)etween  the  bids  sub- 
mitted by  the  foreign  and  domestic  firms  is 
not  more  than  5  percent. 

(b)  This  section  shall  not  apply  to  the 
extent  to  which  the  Administrator  deter- 
mines that— 

(1)  such  applicability  will  not  t>e  in  the 
public  interest:  or 

(2)  compelling  national  security  consider- 
ations require  otherwise. 

(c)  For  purposes  of  this  section— 


(1)  the  term  "domestic  firm"  means  a 
business  entity  that  is  incorporated  in  the 
United  States  and  that  conducts  business 
operations  in  the  United  States:  and 

(2)  the  term  "foreign  firm"  means  a  busi- 
ness entity  not  described  in  paragraph  ( 1 ). 

(d)  This  section  shall  apply  only  to  con- 
tracts for  which— 

(1)  amounts  are  made  available  by  this 
Act:  and 

(2)  solicitations  for  bids  are  issued  after 
the  date  of  the  enactment  of  this  Act. 

Mr.  TRAFICANT  (during  the  read- 
ing). Mr.  Chairman,  I  ask  unanimous 
consent  that  the  amendment  be  con- 
sidered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Ohio? 

There  was  no  objection. 

Mr.  TRAFICANT.  Mr.  Chairman.  I 
rise  to  offer  this  amendment  which  is 
very  similar  to  the  amendment  we 
passed  to  the  Defense  authorization 
bill  which  provides  for  a  weighted  ad- 
vantage for  American  firms  when  bid- 
ding on  contracts  awarded  by  NASA  as 
long  as  that  particular  item,  its  final 
assembly,  is  in  the  States  with  at  least 
50  percent  domestic  content. 

Since  the  amendment  was  passed  to 
the  Defense  authorization,  contrary  to 
what  many  concerns  were  in  the 
House  that  it  may  in  fact  drive  up 
costs,  analysts  and  economists  have 
called  and  have  expressed  the  concern 
that  is  just  the  opposite  reaction;  that 
it  will,  in  their  opinion,  drive  down 
costs  since  many  of  the  foreign  bidders 
have  known,  basically,  the  threshold 
of  the  bidding  limits  of  the  American 
firms  and  come  in  at  a  slight,  slightly 
lower  level.  They  feel  they  can  come 
in  much  lower  and  this  would  open  up 
more  competitive  bidding  within 
NASA. 

In  addition  to  that,  the  Wall  Street 
Journal  has  come  just  recently  with 
several  reports  that  I  think  are  of  in- 
terest to  this  particular  Congress.  It 
casts  doubt  on  recent  indications  that 
manufacturers,  which  have  been  bat- 
tered by  import  competition,  may  be 
emerging  from  a  slump.  Just  the  con- 
trary, it  states.  In  this  particular 
regard,  I  ask  the  committee,  who  has 
been  favorably  disposed  in  the  past,  to 
take  strong  consideration.  I  appreciate 
the  opportunity  and  access  afforded 
by  Chairman  Fuqua,  and  I  lament  the 
fact  that  he  is  leaving,  and  I  think  our 
committee  will  miss  him  very  much. 

I  would  also  like  to  commend  Con- 
gressman Bill  Nelson,  our  first  Con- 
gressman in  space,  and  Mr.  Lujan,  on 
the  minority  side. 

Mr.  Chairman,  I  will  answer  any 
questions  that  anyone  may  have  on 
this.  Bear  in  mind,  that  it  must  be 
made  in  America  with  at  least  50  per- 
cent domestic  content,  and  it  would 
offer  a  weighted  advantage. 

Today's  Wall  Street  Journal  reports  that 
orders  for  nondefense  capital  goods  fell  a 
sharp  2.8   percent   last   month.   The   report, 


issued  by  the  U.S.  Commerce  Department, 
also  indicated  that  orders  for  transportation 
equipment  fell  8.4  percent  last  month,  and 
machinery  orders  were  down  3.7  percent  after 
a  1 .8-percent  drop. 

Most  significant  about  these  figures,  notes 
the  Wall  Street  Journal,  is  that  "the  report 
also  cast  doubt  on  recent  indications  that 
manufacturers,  which  have  t)een  battered  by 
import  competition,  may  be  emerging  from  a 
prolonged  slump. ' 

In  that  article,  a  senior  economist  at  Merril 
Lynch  noted  that,  "we're  still  losing  ground  to 
imports  and  until  trade  Improves  there'll  be  no 
meaningful  pickup  in  manufacturing." 

The  chairman  of  Chase  Econometrics  noted 
that,  "the  economy  is  not  picking  up  signifi- 
cantly." 

This  article  is  a  grim  indication  that  America 
continues  to  lose  manufacturing  jobs  to  for- 
eign imports.  This  amendment  is  a  modest— 
but  extremely  important  attempt  to  alter  our 
procurement  policies  to  provide  some  assist- 
ance to  America's  ailing  manufacturing  sector. 
This  amendment  will  not  close  out  foreign  bid- 
ders—it will  merely  give  American  companies 
a  fighting  chance  to  be  competitive  when  bid- 
ding on  NASA  contracts.  It  will  ensure  that  if 
an  American  company  comes  in  with  a  com- 
petitive bid  that  it  will  get  the  nod  over  a  for- 
eign bidder. 

We  are  talking  at>out  an  American  firm 
whose  product  is  assembled  in  America,  with 
at  least  50  percent  of  the  product's  parts 
made  here  in  the  United  States. 

Mr.  FUQUA.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  TRAFICANT.  I  yield  to  the  gen- 
tleman from  Florida. 

Mr.  FUQUA.  Mr.  Chairman,  we  are 
prepared  to  accept  the  gentleman's 
amendment.  We  think  it  is  construc- 
tive and  we  hope  that  it  will  work  in 
the  best  interests  of  American  pro- 
curement. 

Mr.  TRAFICANT.  I  thank  the  chair- 
man. 

Mr.  LUJAN.  Mr.  Chairman,  I  move 
to  strike  the  requisite  number  of 
words. 

Mr.  Chairman,  I  simply  rise  to  com- 
mend the  gentleman.  He  has  been  a 
leader  in  this  particular  kind  of  lan- 
guage in  the  legislation  in  the  past.  I 
have  been  happy  to  support  him  in 
the  past.  I  encourage  him  to  continue. 
We  certainly  add  our  enthusiastic  sup- 
port from  this  side. 

Mr.  WALKER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  LUJAN.  I  yield  to  the  gentleman 
from  Pennsylvania. 

Mr.  WALKER.  I  thank  the  gentle- 
man. 

Mr.  Chairman,  I  too,  appreciate  the 
gentleman  from  Ohio  working  with 
the  subcommittee  in  developing  lan- 
guage here  that  is  acceptable  and  I 
think  that  this  kind  of  buy  America 
provision  is  certainly  a  useful  addition 
to  the  bill. 

I  join  with  the  gentleman  in  con- 
gratulating the  gentleman  from  Ohio 
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for  the  language  that  he  has  brought 
to  us. 

Mr.  NELSON  of  Florida.  Mr.  Chair- 
man, I  move  to  strike  the  requisite 
number  of  words. 

Mr.  Chairman,  I  just  want  to  take 
the  opportunity  to  thank  the  gentle- 
man from  Ohio.  He  has  been  a  true 
friend.  He  has  been  an  able  assistant 
to  our  subcommittee  in  the  drafting  of 
this  legislation.  He  is  an  ardent  advo- 
cate of  American  supremacy  in  space. 
I  appreciate  his  leadership  and  his  as- 
sistance that  he  has  offered  to  us. 

The  CHAIRMAN  pro  tempore.  The 
question  is  on  the  amendment  offered 
by  the  gentleman  from  Ohio  [Mr. 
Traficant]. 

The  amendment  was  agreed  to. 

AMENDMENT  OFFERED  BY  MR.  SHAW 

Mr.  SHAW.  Mr.  Chairman,  I  offer 
an  amendment. 
The  Clerk  read  as  follows: 
Amendment  offered  by  Mr.  Shaw:  Page 
26.  insert  after  line  24  the  following; 
TITLE  V-DRUG  TESTING 
SKC.  .">01.  CONTROLLED  Sl'BSTAN(  K  TKSTINC;  PRO- 
GRAM. 

(a)  Implementation.— The  Administrator 
of  the  National  Aeronautics  and  Space  Ad- 
ministration shall  implement  a  controlled 
substances  testing  program  for  employees  of 
the  Administration  (including  employees  of 
entities  under  contract  with  the  Administra- 
tion) whose  activities  are  authorized  by  this 
Act. 

(b)  Results.— The  results  of  any  test  ad- 
ministered under  subsection  (a)  shall  be  re- 
ported— 

( 1 )  to  the  individual  tested,  and 

(2)  to  the  Administrator  of  the  National 
Aeronautics  and  Space  Administration. 

Mr.  SHAW  (during  the  reading).  Mr. 
Chairman,  I  ask  unanimous  consent 
that  the  amendment  be  considered  as 
read  and  printed  in  the  Record. 

The  CHAIRMAN  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Florida? 

There  was  no  objection. 

Mr.  SHAW.  Mr.  Chairman,  last  week 
when  we  attached  a  controlled  sub- 
stance-testing amendment  to  the  intel- 
ligence authorization  bill,  the  distin- 
guished gentleman  from  New  York 
[Mr.  McHuGH]  expressed  reservations 
concerning  the  fact  that  we  were  re- 
quiring substance  testing  for  employ- 
ees of  certain  agencies  while  employ- 
ees at  other  agencies  would  not  face 
this  requirement.  This  action  was 
viewed  as  potentially  unfair.  I  re- 
sponded to  Mr.  McHugh's  reservation 
by  promising  to  offer  the  same  amend- 
ment to  any  bill  which  authorized  ac- 
tivities affecting  our  Nation's  security. 
The  amendment  I  am  currently  offer- 
ing is  a  partial  fulfillment  of  that 
promise. 

I  can  think  of  few  activities  more  im- 
portant to  our  national  security  than 
our  space  program.  I  can  think  of 
none  which  require  more  attention  to 
detail  or  alertness.  We  have  only  to 
recall  the  Challenger  disaster  to  be  re- 
minded   of    the    tragic    consequences 


that  can  result  from  even  the  most 
minor  misjudgment  by  employees  of 
NASA. 

This  House  set  a  landmark  prece- 
dent when  it  voted  to  require  that 
those  entrusted  with  our  Nation's  se- 
crets be  drug  free.  This  was  not  an  ex- 
pression of  distrust  of  the  dedicated 
men  and  women  who  make  up  our  in- 
telligence community.  It  was  instead  a 
recognition  of  the  need  to  protect 
these  people,  and  the  Nation  as  a 
whole,  from  those  individuals  whose 
irresponsible  use  of  narcotics  presents 
a  threat  to  those  around  them.  The 
brave  men  and  women  who  risk  their 
lives  in  the  exploration  and  utilization 
of  space  expect  no  less  protection.  The 
American  people  demand  that  we  pro- 
vide it  for  them. 

I  urge  a  "yes"  vote  on  my  amend- 
ment. 

D  1655 

Mr.  LUJAN.  Mr.  Chairman,  will  the 
gentleman  yield. 

Mr.  SHAW.  I  yield  to  the  gentleman 
from  New  Mexico. 

Mr.  LUJAN.  Mr.  Chairman.  I  want 
to  commend  the  gentleman  for  his 
amendment.  Certainly  we  have  to  lead 
the  way  in  this  area. 

Drug  abuse  is  a  serious  problem  in 
this  country  and  certainly  we  ought  to 
look  at  people,  particularly  in  sensitive 
areas,  being  subject  to  a  test  at  some 
time.  There  is  no  better  deterrent 
than  that  someone  might  ask  someone 
who  is  inclined  toward  using  drugs  to 
submit  to  a  program. 

We  are  not  saying  that  every  em- 
ployee must  take  the  test;  we  are 
saying  that  the  administrator  has  the 
discretion  to  set  up  a  program  and  in- 
clude whatever  employees  he  feels 
should  be  in  there. 

We  are  not  picking  particularly  on 
this  department.  I  think  it  is  just  a 
good  idea  and  I  would  encourage  my 
friend,  the  gentleman  from  Florida 
[Mr.  Shaw],  to  add  it  to  other  bills  as 
the  time  comes  to  consider  those  other 
bills. 

From  my  own  personal  standpoint,  I 
would  say  to  the  gentleman  that  he 
should  keep  it  up  and  I  add  my  enthu- 
siastic support  to  his  amendment. 

Mr.  SHAW.  Mr.  Chairman,  I  thank 
the  gentleman  for  his  comments. 

I  would  like  to  add  that  this  does  not 
leave  it,  however,  to  the  discretion  of 
the  administrator  to  set  up  a  program, 
but  it  does  give  him  wide  discretion  as 
to  who  is  to  be  included  in  the  pro- 
gram. What  the  gentleman  has  said  is 
correct  with  just  that  one  small  cor- 
rection. 

Mr.  FUQUA.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SHAW.  I  yield  to  the  gentleman 
from  Florida. 

Mr.  FUQUA.  Mr.  Chairman,  I  want 
to  commend  the  gentleman  for  his 
amendment,  and  particularly  for  his 
clarification    that    the    administrator 


has  certain  discretion  in  which  em- 
ployees, and  it  does  not  apply  to  every 
employee,  but  those  that  the  admin- 
strator  determines  in  critical  areas 
that  this  type  of  test  should  be  admin- 
istered. 

That  is  my  understanding. 

Mr.  SHAW.  Mr.  Chairman,  the  gen- 
tleman is  absolutely  correct. 

Mr.  FUQUA.  We  are  very  pleased  to 
accept  the  amendment  and  commend 
the  gentleman  for  his  very  forthright 
amendment. 

Mr.  SHAW.  Mr.  Chairman,  I  thank 
the  gentleman  for  his  comments,  and 
with  the  few  seconds  that  are  left,  I 
would  like  to  express  my  appreciation 
to  the  gentleman  and  the  wonderful 
work  that  he  has  done  in  his  many 
years  in  Congress  in  seeing  so  much 
history  and  bringing  us  into  the  space 
program.  We  in  Florida  are  tremen- 
dously proud  of  the  record  that  you 
have  set  and  the  dignity  that  you  have 
added  to  this  body  during  your  years. 

I  can  assure  you.  even  though  I  am 
reasonably  confident  that  you  will 
return  to  visit  on  many  occasions,  the 
gentleman's  regular  presence  here  in 
this  body  will  be  greatly  missed. 

Mr.  Chairman,  I  yield  back  the  bal- 
ance of  my  time. 

The  CHAIRMAN  pro  tempore  [Mr. 
Weiss].  The  question  is  on  the  amend- 
ment offered  by  the  gentleman  from 
Florida  [Mr.  Shaw]. 

The  amendment  was  agreed  to. 

Mr.  WEISS.  Mr.  Chairman,  as  a  strong  sup- 
porter of  a  peaceful  civilian  space  program.  I 
regret  to  say  that  I  am  unable  to  support  this 
bill  to  reauthorize  NASA  for  fiscal  year  1987. 

When  NASA  was  created  by  Congress 
almost  three  decades  ago,  Congress  declared 
"that  it  is  the  policy  of  the  United  States  that 
activities  in  space  should  be  devoted  to 
peaceful  purposes  for  the  t>eneflt  of  all  man- 
kind." 

For  NASA's  first  decade  and  a  half,  this 
indeed  appeared  to  be  NASA's  mission,  and 
our  Nation  took  great  pnde  In  the  Apollo  mis- 
SH3ns  to  the  Moon,  the  planetary  exploration 
program,  and  the  Apollo-Soyuz  mission. 

But  recently  we  have  seen  our  Nation'*  ci- 
vilian space  plan  replaced,  piece  by  piece,  t>y 
a  program  controlled  largely  by  military  and 
commercial  goals.  The  grand  expeditions  to 
other  planets,  which  captured  the  Imagination 
of  a  stnfe-riddled  world  and  gave  us  all  a  brief 
sense  of  hope,  have  given  way  to  the  star 
wars  plan  to  extend  our  earthly  weaponry  to 
outer  space.  Space  is  no  longer  the  "final 
frontier ":  soon,  however,  it  may  Ijecome  the 
final  battleground. 

The  bill  before  us  could  reverse  this  trend 
and  take  steps  to  once  again  set  our  Nation's 
space  program  on  a  peaceful  course;  instead, 
it  only  hastens  the  end  of  our  civilian  space 
effort  by  specifying  that  the  top  launch  priority 
for  space  shuttle  shall  be  "national  security" 
launches,  thus  ratifying  NASA's  new  role  as 
an  arm  of  the  Pentagon. 

The  bill  has  other  serious  flaws  as  well.  The 
replacement  shuttle  is  authorized  before  we 
even  know  how  to  redesign  the  booster  rock- 
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ets,  and  how  much  it  will  cost.  The  bill  also 
subsidizes  the  efforts  of  private  companies  to 
buikj  a  competitor  to  the  shuttle,  by  stipulating 
that  shuttle  launches  shall  not  cost  less  than 
$74  million  per  launch,  and  shall  in  no  case 
be  less  than  the  price  for  a  comparable 
launch  using  a  domestic  rocket.  In  other 
words,  tfie  bill  requires  NASA  to  t)oost  its  own 
competition  by  keeping  its  launch  rates  unaf- 
fordable.  At  a  time  of  scarce  Federal  re- 
sources and  dwindling  support  for  human 
needs  programs,  I  cannot  justify  these  ex- 
perKJitures. 

1n  opposing  this  bill,  I  am  protesting  not  our 
civilian  space  program,  but  rather,  its  dissolu- 
tion. I  support  NASA's  existence  as  an  inde- 
pendent agency,  but  I  am  resolutely  opposed 
to  NASA's  domination  by  the  Pentagon.  I  can 
only  hope  that  in  future  years  this  body  will 
produce,  with  or  without  the  cooperation  of 
the  administration,  a  national  space  program 
tfiat  once  again  adheres  to  NASA's  founding 
charter— a  space  program  "devoted  to  peace- 
ful purposes  for  the  benefit  of  all  mankind  ' 

Mr.  HALL  of  Texas.  Mr.  Chairman,  I  rise  in 
support  of  H.R.  5495,  the  fiscal  year  1987 
NASA  authorization  bill. 

The  loss  of  the  space  shuttle  Challenger, 
and  tfie  termination  of  the  shuttle-centaur 
have  together  had  a  major  impact  on  the 
Space  Science  and  Applications  Program. 
What  had  tieen  anticipated  as  a  banner  year 
for  space  science  had  instead  become  a  year 
of  disappointment  and  reassessment  for  the 
space  science  community 

In  light  of  this  situation,  it  is  imperative  that 
we  maintain  the  health  of  the  space  science 
research  community  dunng  the  hiatus.  This  bill 
provides  the  support  needed  to  keep  our 
space  scierKe  program  vital  during  that 
period,  and  anticipate  the  future.  It  will  p>ermit 
NASA  to  take  maximum  advantage  of  already 
operating  space  craft.  The  bill  will  support  en- 
hanced data  analysis  and  suborbital  programs; 
development  of  instruments  in  anticipation  of 
future  flight  opportunities;  and  the  develop- 
ment of  small  payloads  that  can  provide  im- 
portant scientific  return  to  investigators.  These 
efforts  will  help  to  keep  critical  flight  teams  to- 
getfier,  maintain  vigor  in  various  space  sci- 
ence disciplines,  and  provide  the  basis  for  a 
return  to  the  outstanding  record  of  achieve- 
ment that  is  the  hallmark  of  NASA's  space 
science  program. 

Mr.  ANDERSON.  Mr.  Chairman,  today  I  rise 
to  pay  due   tribute   to  the   Honorable   Don 

FUQUA. 

Don  certainly  needs  no  introduction  to 
those  familiar  with  this  body.  He  has  worked 
long  and  hard  toward  the  public  service.  As  a 
Korea  veteran  and  a  product  of  10  years  in 
the  Florida  House  of  Representatives,  Don 
proved  himself  a  diligent  worker  and  an  asset 
to  the  Tallahassee  area.  He  came  to  the  U.S. 
House  of  Representatives  in  1962  and  since 
then  has  been  active  in  looking  after  the  inter- 
ests of  his  constituents  and  those  of  the 
American  people  as  a  whole.  His  strong  sup- 
port from  his  constituents  is  testimony  to  his 
popularity,  and  his  effectiveness  as  a  Member 
of  the  House  is  self-evident.  As  the  chairman 
of  the  Committee  on  Science  and  Technology 
and  of  its  Subcommittee  on  Energy  Develop- 
ment and  Applications,  Don  has  been  diligent 
and  conscientious  in  executing  his  duties. 


While  I  suppose  that  there  are  some  who 
may  be  at  a  variance  with  Don's  political 
views,  none  can  dispute  his  record  as  an  ex- 
cellent legislator  and  a  fine  man.  His  integrity, 
devotion,  and  wisdom  serve  as  an  inspiration 
to  his  colleagues.  We  will  certainly  miss  him, 
and  wish  him  the  best  on  whatever  endeavors 
he  chooses  to  pursue  in  the  future. 

Mr.  UDALL.  Mr.  Chairman,  a  friend  and  col- 
league, Don  Fuqua  of  Flohda,  is  retiring  from 
this  House  and  I'm  going  to  miss  him. 

Don  leaves  a  distinguished  record  of  public 
service.  He  is  an  admirable  legislator  who  has 
t)een  a  joy  to  work  with.  I  know  him  as  a  fair, 
accessible  and  able  legislator  who  was  fre- 
quently able  to  find  that  illusive  consensus. 

Don  has  done  a  first-rate  job  as  chairman 
of  the  Science  and  Technology  Committee. 
He  has  served  his  country,  his  State  and  his 
congressional  district  with  dedication. 

I  wish  Don  and  his  family  well  as  they  move 
on  to  a  new  phase  of  their  lives.  May  they  find 
the  t)est  of  what  they  seek  in  the  years  ahead. 

The  CHAIRMAN  pro  tempore.  Are 
there  further  amendments?  If  not. 
under  the  rule,  the  Committee  rises. 

Accordingly  the  Committee  rose; 
and  the  Speaker  pro  tempore  [Mr.  de 
LA  Garza]  having  assumed  the  chair, 
Mr.  Weiss.  Chairman  pro  tempore  of 
the  Committee  of  the  Whole  House  on 
the  State  of  the  Union,  reported  that 
that  Committee,  having  had  under 
consideration  the  bill  (H.R.  5495)  to 
authorize  appropriations  to  the  Na- 
tional Aeronautics  and  Space  Adminis- 
tration, and  for  other  purposes,  pursu- 
ant to  House  Resolution  553,  he  re- 
ported the  bill  back  to  the  House  with 
sundry  amendments  adopted  by  the 
Committee  of  the  Whole. 

The  SPEAKER  pro  tempore.  Under 
the  rule,  the  previous  question  is  or- 
dered. 

Is  a  separate  vote  demanded  on  any 
amendment?  If  not,  the  Chair  will  put 
them  en  gros. 

The  amendments  were  agreed  to. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  engrossment  and 
third  reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read 
the  third  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  passage  of  the  bill. 

The  question  was  taken;  and  the 
Speaker  pro  tempore  announced  that 
the  ayes  appeared  to  have  it. 

Mr.  LUJAN.  Mr.  Speaker,  I  object  to 
the  vote  on  the  ground  that  a  quorum 
is  not  present  and  make  the  point  of 
order  that  a  quorum  is  not  present. 

The  SPEAKER  pro  tempore.  Evi- 
dently a  quorum  is  not  present. 

The  Sergeant  at  Arms  will  notify 
absent  Members. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  407,  nays 
8,  not  voting  17.  as  follows: 

[Roll  No.  414] 


Abercrombie 
Ackerman 


YEAS-407 

Akaika 
Alexander 


Anderson 
Andrews 


Annunzio 

Anthony 

Applegatf 

Archer 

Armey 

Aspin 

Atkins 

AuCoin 

Bad  ham 

Barnard 

Barnes 

Bartlett 

Barton 

Bateman 

Bates 

Bedell 

Bennett 

Bentley 

Bereuter 

Berman 

Bevill 

Bilirakls 

Bliley 

Boehlert 

Boggs 

Boland 

Boner  (TN) 

Bonior  iMI) 

Bonker 

Borski 

Bosco 

Boucher 

Boulter 

Boxer 

Brooks 

Broomfield 

Brown  (CA) 

Brown  iCO) 

Bruce 

Bryant 

Burton  (IN) 

Buslamante 

Byron 

Callahan 

Carney 

Carper 

Carr 

Chandler 

Chapman 

Chappell 

Chappie 

Cheney 

Clay 

Clinger 

Coats 

Cobey 

Coble 

Coelho 

Coleman  (MO) 

Coleman  (TX) 

Collins 

Combest 

Conte 

Cooper 

Coughlin 

Courier 

Coyne 

Craig 

Crockett 

Daniel 

Dannemeyer 

Darden 

Da.schle 

Daub 

Davis 

de  la  Garza 

DeLay 

Derrick 

DeWinc 

Dickinson 

Dicks 

Dingell 

DioGuardi 

Di.xon 

Donnelly 

Dorgan  (ND) 

Dornan  (CA) 

Dowdy 

Downey 

Dreier 

Duncan 

Durbin 

Dwyer 

Dymally 

Dyson 

Early 


Ek;kart  (OH) 

Eckert(NY) 

Edgar 

Edwards  (CA) 

Edwards  (OK) 

Emerson 

English 

Erdreich 

Evans  (lA) 

Evans  (ID 

Pascell 

Pawell 

Fazio 

Feighan 

Fiedler 

Fields 

Fish 

Flippo 

Florio 

Foglietta 

Foley 

Ford  (MI) 

Ford(TN) 

Fowler 

Frank 

Franklin 

Frenzel 

Frost 

Fuqua 

Gallo 

Garcia 

Gejdenson 

Gekas 

Gibbons 

Oilman 

Gingrich 

Glickman 

Gonzalez 

Goodlmg 

Gordon 

Gradison 

Gray  (ID 

Gray  (PA) 

Green 

Gregg 

Guarini 

Gunderson 

Hall.  Ralph 

Hamilton 

Hammerschmidt 

Hansen 

Hartnett 

Hatcher 

Hawkins 

Hayes 

Hefner 

Hendon 

Hertel 

Hiler 

Hillis 

Holt 

Hopkins 

Horton 

Howard 

Hoyer 

Hubbard 

Huckaby 

Hughes 

Hunter 

Hutto 

Hyde 

Ireland 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 

Jones  (OK) 

Jones  (TN) 

Kanjorski 

Kaptur 

Kasich 

Kastenmeier 

Kemp 

Kennelly 

Kildee 

Kindness 

Kleczka 

Kolbe 

Kolter 

Kostmayer 

Kramer 

Lagomarsino 

Lantos 

Latta 

Leach  <IA) 

Leath  (TX) 


Lehman  (CA) 

Lehman  (PL) 

Leiand 

Lent 

Levin  (MI) 

Levine  (CA) 

Lewis  (CA) 

Lewis  (PL) 

Lightfoot 

Lipinski 

Livingston 

Lloyd 

Loeffler 

Long 

Lott 

Lowery(CA) 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

Lungren 

Mack 

MacKay 

Madigan 

Manton 

Markey 

Marlenee 

Martin  (ID 

Martin  (NY) 

Martinez 

Malsui 

Mavroules 

Mazzoll 

McCain 

McCandless 

McCloskey 

McCollum 

McCurdy 

McEwen 

McGrath 

McHugh 

McKernan 

McKinney 

McMillan 

Meyers 

Mica 

Michel 

Mikulski 

Miller  (CA) 

Miller  (OH) 

Miller  (WA) 

Mineta 

Mitchell 

Moakley 

Molinari 

Mollohan 

Monson 

Montgomery 

Moody 

Moorhead 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Murphy 

Murtha 

Myers 

Natcher 

Neal 

Nelson 

Nichols 

Nielson 

Nowak 

Oakar 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Oxiey 

Packard 

Panetta 

Parris 

Pashayan 

Pease 

Penny 

Perkins 

Petri 

Pickle 

Porter 

Price 

Pursell 

Quillen 

Rahall 

Rangel 

Ray 

Regula 
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Reid 

Skeen 

Torricelli 

Richardson 

Skelton 

Towns 

Ridge 

Slattery 

Traficant 

Ritter 

Slaughter 

Traxler 

Roberts 

Smith  (lA) 

Udall 

Robinson 

Smith  (NE) 

Valentine 

Rodino 

Smith  (NJ) 

Vander  Jagt 

Roe 

Smith,  Denny 

Vento 

Roemer 

(OR) 

Visclosky 

Rogers 

Smith.  Robert 

Volkmer 

Rose 

(NH) 

Vucanovich 

Rostenkowski 

Smith.  Robert 

Waldon 

Roth 

(OR) 

Walgren 

Roukema 

Snowe 

Walker 

Rowland  (CT) 

Snyder 

Watkins 

Rowland  (GA) 

Solarz 

Waxman 

Roybal 

Solomon 

Weber 

Rudd 

Spence 

Wheat 

Russo 

Spratt 

Whitehurst 

Sabo 

St  Germain 

Whitley 

Savage 

Staggers 

Whittaker 

Sax  ton 

Stallings 

Whitten 

Schaefer 

Stangeland 

Williams 

Scheuer 

Stenholm 

Wilson 

Schneider 

Strang 

Wirth 

Schroeder 

Stratton 

Wise 

Schuette 

Studds 

Wolf 

Schulze 

Stump 

Wolpe 

Schumer 

Sundquist 

Wortley 

Seiberling 

Sweeney 

Wright 

Sensenbrenner 

Swift 

Wyden 

Sharp 

Swindall 

Wylie 

Shaw 

Synar 

Yates 

Shelby 

Tallon 

Yatron 

Shumway 

Tauke 

Young (AK) 

Shuster 

Tauzin 

Young (PL) 

Sikorski 

Taylor 

Young  (MO) 

Siljander 

Thomas  (GA) 

Zschau 

Sisisky 

Torres 

NAYS-8 

Beilenson 

Henry 

Weaver 

Conyers 

Jacobs 

Weiss 

Dellums 

Stark 

1 

(JOT  VOTING- 

-17 

Biaggi 

Gephardt 

Pepper 

Breaux 

Grotberg 

Rinaldo 

Burton  (CA) 

Hall  (OH) 

Smith  (Fl.) 

Campbell 

LaFalce 

Stokes 

Crane 

McDade 

Thomas  (CA) 

Caydos 

Moore 

D  1720 

So  the  bill  was  passed. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


GENERAL  LEAVE 

Mr.  FUQUA.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  within 
Which  to  revise  and  extend  their  re- 
marks on  H.R.  5495,  the  bill  just 
passed. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Is  there  objection  to 
the  request  of  the  gentleman  from 
Florida? 

There  was  no  objection. 


PERSONAL  EXPLANATION 

Mr.  SMITH  of  Florida.  Mr.  Speaker, 
on  roUcall  No.  414  on  the  bill.  H.R. 
5495.  I  was  unavoidably  detained.  Had 
I  been  present,  I  would  have  voted  in 
the  affirmative. 


PERMISSION  FOR  COMMITTEE 
ON  THE  JUDICIARY  TO  HAVE 
UNTIL  6^^  P.M.  SATURDAY.  SEP- 
TEMBER 27.  1986,  TO  FILE  RE- 
PORTS ON  SUNDRY  BILLS 

Mr.  GUCKMAN.  Mr.  Speaker.  I  ask 
unanimous  consent  that  the  Commit- 
tee on  the  Judiciary  may  have  until  6 
p.m.  on  September  27,  1986,  to  file  the 
reports  on  the  following  bills: 

H.R.  4059,  Red  River  Valley  charter; 

H.R.  5362.  Supreme  Court  Police; 

H.R.  5541.  debt  collection; 

H.R.  5363.  Declaration  of  Taking 
Act; 

H.R.  5390,  Arkansas-Mississippi 
Great  River  Bridge  Compact; 

H.R.  5560,  Child  Sexual  Abuse  and 
Pornography  Act; 

H.R.  3737,  marriage  fraud; 

H.R.  5558,  administrative  naturaliza- 
tion bill; 

H.R.  4444,  consular  efficiency  bill; 

H.R.  5559,  INS  efficiency  bill;  and 

H.R.  4823,  INS  efficiency  bill. 

Mr.  Speaker,  these  have  all  been 
cleared  with  the  minority. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Kansas? 

Mr.  DAUB.  Mr.  Speaker,  reserving 
the  right  to  object,  it  does  not  appear 
that  I  would  have  to  object,  but  so 
that  the  Members  can  understand,  I 
gather  that  a  substantial  amount  of 
very  good  work  has  been  done  by  the 
Committee  on  the  Judiciary  on  this 
set  of  some  11  bills  that  have  been  re- 
ported to  conclude  the  schedule  of  the 
House  for  this  legislative  session  and 
perhaps  the  work  of  the  Judiciary 
Committee,  short  of  the  immigration 
bill. 

Mr.  Speaker,  would  I  be  advised  cor- 
rectly that  the  minority— I  ask  my 
good  friend  from  Kansas  [Mr.  Glick- 
man]— has  agreed  to  each  and  every 
one  of  these  requests? 

Mr.  GLICKMAN.  The  gentleman  is 
correct. 

Mr.  DAUB.  Mr.  Speaker,  I  withdraw 
my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Kansas? 

There  was  no  objection. 


PROVIDING  FOR  CONSIDER- 
ATION OF  HOUSE  JOINT  RESO- 
LUTION 738,  CONTINUING  AP- 
PROPRIATIONS. 1987 

Mr.  DERRICK.  Mr.  Speaker,  by  di- 
rection of  the  Committee  on  Rules.  I 
call  up  House  Resolution  560  and  ask 
for  its  immediate  consideration. 

The  Clerk  read  the  resolution,  as  fol- 
lows: 

H.  Res.  560 

Resolved,  That  at  any  time  after  the  adop- 
tion of  this  resolution  the  Speaker  may, 
pursuant  to  clause  Kb)  of  rule  XXIII.  de- 
clare the  House  resolved  into  the  Commit- 
tee of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  joint  res- 


olution (H.J.  Res.  738)  making  continuing 
appropriations  for  the  fiscal  year  1987,  and 
for  other  purposes,  and  the  first  reading  of 
the  joint  resolution  shall  be  dispensed  with. 
All  points  of  order  against  the  consideration 
of  the  joint  resolution  are  hereby  waived. 
After  general  debate,  which  shall  be  con- 
fined to  the  joint  resolution  and  shall  con- 
tinue not  to  exceed  two  hours,  to  be  equally 
divided  and  controlled  by  the  chairman  and 
ranking  minority  member  of  the  Committee 
on  Appropriations,  the  joint  resolution  shall 
be  considered  as  having  been  read  for 
amendment  under  the  five-minute  rule.  No 
amendment  to  the  joint  resolution  shall  be 
in  order  except  the  amendment  contained  in 
the  report  of  the  Committee  on  Rules  on 
this  resolution,  and  if  offered  by  the 
Member  indicated,  in  said  report,  said 
amendment  shall  not  be  subject  to  amend- 
ment or  to  a  demand  for  a  division  of  the 
question  in  the  House  or  in  the  Committee 
of  the  Whole,  said  amendment  shall  be  de- 
batable for  not  to  exceed  the  time  indicated 
in  the  report  of  the  Committee  on  Rules  on 
this  resolution,  to  be  equally  divided  and 
controlled  by  the  proponent  of  the  amend- 
ment and  a  Member  opposed  thereto,  and 
all  points  of  order  against  said  amendment 
are  hereby  waived.  At  the  conclusion  of  the 
consideration  of  the  joint  resolution  for 
amendment,  the  Committee  shall  rise  and 
report  the  joint  resolution  to  the  House 
with  such  amendments  as  may  have  been 
adopted,  and  the  previous  question  shall  be 
considered  as  ordered  on  the  joint  resolu- 
tion to  final  passage  without  intervening 
motion  except  one  motion  to  recommit. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  South  Carolina  [Mr. 
Derrick]  is  recognized  for  1  hour. 

Mr.  DERRICK.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  the 
customary  30  minutes  to  the  gentle- 
man from  Mississippi  [Mr.  Lott]. 
pending  which  I  yield  myself  such 
time  as  I  may  consume. 

Mr.  Speaker.  House  Resolution  560 
provides  for  the  consideration  of  House 
Joint  Resolution  738.  a  joint  resolution 
making  continuing  appropriations  for 
fiscal  year  1987.  The  rule  provides  2 
hours  of  general  debate,  equally  divid- 
ed and  controlled  by  the  chairman  and 
ranking  minority  member  of  the  Com- 
mittee on  Appropriations.  All  joints  of 
order  against  the  joint  resolution  and 
against  its  consideration  are  waived  by 
the  rule. 

Mr.  Speaker,  the  rule  makes  in  order 
only  one  amendment,  which  is  printed 
in  the  committee  report  to  accompany 
this  rule.  The  amendment,  to  be  of- 
fered by  the  gentleman  from  Texas 
[Mr.  DE  LA  Garza],  the  distinguished 
chairman  of  the  Committee  on  Agri- 
culture, is  debatable  for  30  minutes,  to 
be  equally  divided  and  controlled  by 
Mr.  DE  LA  Garza  and  a  Member  op- 
posed thereto.  The  amendment  is  not 
subject  to  amendment  or  to  a  demand 
for  a  division  of  the  question  in  the 
House  or  in  the  Committee  of  the 
Whole.  Finally,  all  points  of  order 
against  the  amendment  are  waived  by 
this  rule. 

The  Rules  Committee  heard  from 
numerous   Members   who   sought   to 
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have  amendments  made  in  order  to 
this  continuing  resolution.  The  Rules 
Committee  did  not  make  in  order  any 
of  these  amendments,  however,  with 
the  exception  of  the  de  la  Garza 
amendment  I  have  just  noted.  The  de 
la  Garza  amendment  strikes  section 
108,  which  contains  amendments  to 
provisions  of  the  1985  farm  bill.  The 
committee  of  jurisdiction  over  these 
programs,  the  Agriculture  Conunittee, 
raised  concerns  that  these  amend- 
ments could  have  unintended  conse- 
quences on  farm  programs,  and  may 
have  been  improperly  drafted.  There- 
fore, a  simple  motion  to  strike  has 
been  made  in  order. 

Mr.  Speaker,  with  the  target  ad- 
journment date  1  week  and  1  day 
away,  it  is  imperative  that  we  proceed 
to  conference  on  this  joint  resolution 
as  soon  as  possible.  Most  of  the  other 
amendments  which  were  requested  to 
be  made  in  order  addressed  rather 
narrow  policy  areas,  most  were  contro- 
versial, and  consideration  of  these 
issues  on  the  House  floor  would  have 
taken  a  considerable  amount  of  time. 
Therefore,  none  of  the  additional 
amendments  were  made  in  order. 

Mr.  Speaker,  with  two  exceptions, 
the  joint  resolution  made  in  order  by 
this  rule.  House  Joint  Resolution  738, 
is  identical  to  the  continuing  appro- 
priations bill  for  fiscal  year  1978  intro- 
duced earlier  by  the  Appropriations 
Committee,  House  Joint  Resolution 
730. 

Yesterday,  the  chairman  of  the 
Committee  on  Appropriations  intro- 
duced House  Joint  Resolution  738. 
This  joint  resolution  deletes  appro- 
priations which  were  contained  in  the 
original  continuing  resolution  for  the 
General  Revenue  Sharing  Program. 
The  only  other  change  made  in  this 
new  continuing  resolution,  Mr.  Speak- 
er, is  a  change  in  the  percentage 
across-the-board  cut  contained  in  the 
bill.  Originally,  a  cut  of  over  1  percent 
was  required  to  offset  appropriations 
for  the  General  Revenue  Sharing  Pro- 
gram and  drug  bill  provisions  con- 
tained in  the  first  resolution.  With 
general  revenue  sharing  being  re- 
moved from  the  resolution,  therefore, 
a  much  smaller  across-the-board  cut  is 
now  necessary— approximately  0.34 
percent. 

With  the  exception  of  these 
changes,  Mr.  Speaker,  the  bill  is  iden- 
tical to  the  bill  which  has  been  pend- 
ing before  the  House  for  several  days. 
The  chairman  of  the  Committee  on 
Appropriations  chose  to  remove  reve- 
nue sharing  from  this  continuing  ap- 
propriations bill  in  order  to  reduce  the 
overall  level  of  appropriations  in  the 
bill  by  some  $3.4  billion,  and  to  ensure 
that  the  continuing  resolution  con- 
forms to  the  budget  resolution  we 
adopted  earlier  this  year.  Mr.  Speaker, 
I  would  like  to  take  this  opportunity 
to  congratulate  the  chairman  of  the 


Appropriations  Committee  for  this 
action. 

Beyond  the  changes  I've  noted.  Mr. 
Speaker,  this  resolution  makes  con- 
tinuing appropriations  for  the  next 
fiscal  year.  Eleven  of  the  thirteen  reg- 
ular appropriations  bills  are  carried  in 
this  continuing  resolution  at  the  levels 
at  which  they  were  passed  by  the 
House.  The  remaining  two  regular  ap- 
propriations bills  which  have  not  re- 
ceived floor  action— defense  and  for- 
eign operations— are  included  in  this 
continuing  resolution  at  the  levels  at 
which  they  were  reported  from  the 
Committee  on  Appropriations.  And 
among  the  other  important  appropria- 
tions which  are  carried  in  this  resolu- 
tion, which  will  be  detailed  during  gen- 
eral debate,  I  would  note  that  the  res- 
olution does  include  appropriations  to 
cover  expenditures  associated  with  the 
omnibus  drug  bill  which  we  recently 
adopted. 

Mr.  Speaker,  it  is  imperative  that  we 
get  the  continuing  resolution  through 
the  House  and  to  conference.  This  is 
one  of  the  three  pieces  of  the  budget 
puzzle  we  must  resolve  before  this 
Congress  adjourns.  The  other  two,  rec- 
onciliation and  the  debt  limit,  are  also 
working  through  the  legislative  proc- 
ess. With  as  few  as  6  working  days  left, 
we  simply  must  move  this  legislation 
forward. 

Mr.  Speaker,  this  rule  will  expedite 
action  on  this  important  measure.  I 
urge  adoption  of  the  rule. 

D  1730 

Mr.  LOTT.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  this  rule  makes  in 
order  the  consideration  of  House  Joint 
Resolution  738  which  claims  in  its  title 
to  be  for  the  purpose  of  "making  con- 
tinuing appropriations  for  the  fiscal 
year  1987."  But,  lets  not  kid  ourselves: 
This  is  clearly  a  case  of  false  labeling. 
This  is  not  your  usual,  short-term, 
stopgap  CR  to  tide  us  over  until  the 
regular  appropriations  bills  have  been 
enacted.  No  way.  What  this  really 
amounts  to  is  a  full  year,  catchall, 
spending  and  authorization  measure. 

ADDITIONAL  PROVISIONS  IN  THE  CONTINUING 
RESOLUTION 

In  addition  to  enacting  the  regular 
13  appropriations  bills,  the  CR  enacts 
the  following  unauthorized  programs, 
and  funds  them  at  1986  levels: 

National  Health  Service  Corps; 

Alcohol  and  Drug  Abuse  Research 
Programs; 

Family  Planning  Program; 

Adolescent  Family  Life  Program; 

Refugee  and  entrant  assistance  ac- 
tivities; 

Head  Start  Act  Programs; 

Dependent  Care  Activities; 

Native  American  Program  Act; 

Community  Services  Block  Grant 
Program  Act; 

Follow  Through  Act; 

Rehabilitation  Act; 


Higher  Education  Act; 

Mutual  Education  and  Cultural  Ex- 
change Act; 

General  Education  Provisions  Act; 

U.S.  Institute  of  Peace; 

Domestic  Volunteer  Service  Act; 

Low  Income  Home  Energy  Assist- 
ance Program;  and 

Construction  industry  labor  law 
amendments. 

If  we  believed  in  "Truth  in  Labeling" 
around  here,  this  would  more  accu- 
rately be  entitled  the  "Bloated,  Omni- 
bus Money  Bill,"  or  BOMB,  for  short. 
And  that's  just  what  this  is  going  to  do 
at  the  White  House  if  we  don't  defuse 
this  thing  here  and  now. 

Mr.  Speaker,  we  have  a  way  around 
here  of  devising  these  little  self-de- 
struct mechanisms  that  we  load  up 
with  all  manner  of  explosive  goodies. 
And  then  we  always  seem  surprised 
when  they  blow  up  in  our  faces.  The 
last  time  we  tried  an  omnibus  appro- 
priations bill  was  back  in  1950.  and  it 
bombed  then  too.  We  had  the  good 
sense  after  that  ill-fated  experience  to 
ban  the  BOMB.  We  should  do  the 
same  today  by  defeating  this  bill  and 
forcing  the  Appropriations  Conunittee 
to  come  back  with  a  lean  and  clean 
CR. 

Oh,  I  know  there  will  be  those  who 
will  argue  that  we  should  be  thankful 
for  small  favors.  We  should  be  thank- 
ful that  the  Rules  Committee  did  not 
make  in  order  19  of  the  additional  20 
amendments  it  had  been  petitioned  to 
permit  under  the  rule.  Well,  let  me 
just  say,  "Thanks,  but  no  thanks."  It's 
good  stuff,  but  it's  not  enough. 

If  we  were  really  serious  about  trim- 
ming this  bill  down  to  size  and  excis- 
ing all  the  extraneous  baggage,  we 
would  have  made  in  order  at  the  least 
motions  to  strike  the  60-odd  amend- 
ments the  Appropriations  Committee 
stuck  on  this  bill.  But  my  behind  the 
scenes  efforts  to  promote  such  pru- 
dent cuts  were  rebuffed  out-of-hand. 

Mr.  Speaker,  Let's  take  a  look  at 
what  we  are  being  asked  to  swallow 
here  in  one  big  gulp.  This  is  the  big- 
gest spending  bill  in  the  history  of  the 
Republic— about  $564  billion  in  spend- 
ing all  rolled  into  a  single  bill  with  no 
opportunity  to  amend  or  debate  the 
pieces.  Oh,  I  know  the  House  has  al- 
ready passed  11  of  the  13  money  bills 
covered  in  this  omnibus  bill.  But,  con- 
sider if  you  will  the  fact  that  the  two 
bills  we  have  not  considered,  defense 
and  foreign  assistance,  account  for 
$312  billion  of  the  $564  billion  total  or 
55.3  percent.  And  yet,  under  this  pro- 
cedure we  will  be  considering  those 
two  bills  on  the  floor  for  the  first 
time,  with  no  chance  to  amend  them. 
Is  that  any  way  to  set  our  priorities 
for  defense  and  foreign  aid?  Is  this 
any  way  to  legislate?  I  think  not. 

You  know,  we're  supposed  to  be  the 
first  branch  of  government  with  spe- 
cial powers  of  the  purse.  But  the  only 
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powers  of  the  purse  we  are  demon- 
strating in  this  omnibus  exercise  is  the 
power  to  hang  ourselves  with  our  own 
purse  strings.  When,  oh  when,  are  we 
going  to  take  those  constitutional  re- 
sponsibilities seriously  and  begin  exer- 
cising them  like  the  coequal  branch  we 
are  supposed  to  be? 

Mr.  Speaker,  I  don't  want  to  dwell  at 
length  on  how  we  arrived  at  this  sorry 
state  we're  in.  It's  been  a  long  time 
coming,  but  the  Peter  Principle  has  fi- 
nally caught  us:  We  have  risen  to  our 
level  of  incompetence.  And  I  don't  say 
that  with  any  disrespect  for  any  of  our 
individual  Members  or  our  leadership 
or  committees.  This  is  an  institutional 
thing  in  which  the  whole  mess  is 
greater  than  the  sum  of  the  parts.  And 
we  all  have  our  favorite  scapegoats  in 
assigning  blame  for  it.  whether  it's  the 
other  body,  the  budget  process,  poli- 
tics, the  sprawling  subcommittee 
system,  or  our  leaders. 

Certainly  all  of  these  things  and 
others  contribute  to  our  seeming  dead- 
lock and  disarray.  But  I  think  what  it 
all  boils  down  to  is  the  simple  fact 
that  we  attempt  to  do  12  months  of 
work  every  year  in  just  2  months— the 
months  of  July  and  September.  The 
fact  is  that  we're  late  starters  and 
sloppy  finishers.  And  in  between  we 
just  sort  of  muddle  along  waiting  for 
the  grand,  chaotic  finale. 

Everybody  around  here  hates  con- 
tinuing resolutions,  and  I'm  sure  this 
new  breed  of  bloated  omnibus  money 
bills  is  going  to  charm  you  even  more. 
And  yet  that's  where  we  continue  to 
put  all  our  eggs  year  after  year.  And 
it's  getting  worse.  It's  getting  to  the 
point  where  we  are  cramming  all  the 
important  work  of  a  session  into  three 
or  four  omnibus  bills,  whether  it's  an 
omnibus  tax,  trade,  reconciliation, 
drug,  or  appropriations  bills.  And  the 
more  omnibus  the  bills,  the  more  omi- 
nous the  portents  for  democracy:  Om- 
nibus bills  get  less  and  less  scrutiny, 
deliberation,  and  involvement  from 
Members. 

Mr.  Speaker,  it's  not  too  soon  to 
think  about  reversing  this  dangerous 
trend  before  it  does  us  all  in.  It's  not 
too  soon  to  start  thinking  about  how 
we  would  like  to  see  the  100th  Con- 
gress run  differently  beginning  next 
year.  I  would  urge  that  our  leaders 
and  Members  begin  talking  together 
now  about  putting  House  scheduling 
back  on  a  sensible  track,  restoring  our 
decaying  authorization  system,  re- 
forming our  budget  and  appropria- 
tions processes,  and  making  our  com- 
mittee and  subcommittee  system  more 
streamlined,  manageable  and  produc- 
tive. 

For  starters  I  would  suggest  that  we 
start  thinking  about  hitting  the 
ground  rurming  next  year  and  start  re- 
porting authorizations  early  in  the 
year.  To  do  this,  I  propose  we  move  to 
5-day  workweeks,  with  a  district  work 
period  every  fourth  or  fifth  week.  To 


assure  early  actions.  I  propose  that 
the  bipartisan  leadership,  in  consulta- 
tion with  committee  chairman  and 
ranking  minority  members,  chart 
when  certain  bills  should  be  ready  for 
floor  consideration  in  a  particular 
month. 

I  would  suggest  we  take  a  serious 
look  at  moving  to  biennial  authoriza- 
tions and  appropriations,  taking  up 
just  half  our  appropriations  bills  each 
session.  I  would  propose  we  think  seri- 
ously about  pruning  subcommittees 
and  staff  so  we  can  see  the  forest  once 
again.  And  I  would  further  suggest 
that  we  make  our  committees  and  sub- 
committees more  representative  of  the 
House  as  a  whole  so  that  the  bills  they 
report  will  need  less  reworking  on  the 
floor.  This  means  full-time  committees 
with  equitable  party  ratios,  majority 
quorums  and  no  proxy  voting. 

Yes,  maybe  it's  unrealistic  to  hope 
that  the  House  could  operate  in  a 
more  sensible  and  responsible  manner. 
But  I  sense  enough  Members  are  fed 
up  on  both  sides  of  the  aisle  with  the 
way  things  are  done  now  to  at  least 
begin  considering  the  alternatives.  I 
urge  that  we  get  started  on  this  bipar- 
tisan, bicentennial  House  restoration 
effort  today. 

Mr.  WHITTEN.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  LOTT.  I  will  be  glad  to  yield  to 
the  gentleman  from  my  State  of  Mis- 
sissippi. 

D  1740 

Mr.  WHITTEN.  Mr.  Speaker,  may  I 
say  that  my  friend,  and  I  know  he  is 
sincere,  needs  to  talk  to  the  folks  on 
the  other  side  of  the  Capitol.  We  have 
sent  all  these  things  over  there. 

In  the  supplemental  2  years  ago, 
they  had  340  amendments.  Two  years 
ago,  they  had  224  amendments.  The 
last  continuing  resolution,  we  had  135 
amendments. 

The  reason  we  have  a  continuing 
resolution  here  is  that  we  sent  the 
bills  over  there  and  they  have  not  sent 
them  back. 

So  with  the  gentleman  standing  over 
there,  I  wish  he  would  talk  to  them  a 
little  bit.  If  so,  perhaps  we  would  not 
h£iv6  tihis. 

Mr.  LOTT.  Well,  I  think  the  gentle- 
man knows  that  m^'  standing  over 
there  is 

Mr.  WHITTEN.  If  we  can  not  get 
them  to  go  along  we  cannot  correct  it. 

Mr.  LOTT.  My  standing  over  there  is 
about  like  the  gentleman's  standing 
over  there,  and  I  am  not  going  to 
defend  them.  Except  to  this  point,  this 
extent: 

First,  defending  our  own  institution. 
I  realize  it  is  hard  for  the  Appropria- 
tions Committee  to  do  its  job,  because 
you  have  to  wait  on  the  Budget  Com- 
mittee, you  have  to  wait  on  the  au- 
thorization committees,  and  that 
makes  it  almost  impossible  for  you  to 
do  your  job. 


One  of  the  specific  requests  I  would 
like  for  us  to  consider 

Mr.  WHITTEN.  Mr.  Speaker,  will 
the  gentleman  yield  further?  I  do  not 
want  to  worry  the  gentleman;  I  know 
his  is  as  sincere  as  we  all  are;  but  if  we 
were  to  follow  what  you  say  and,  it  is 
so  easy  to  speak  in  generalities;  in  this 
bill  you  would  strike  out  such  pro- 
grams as  the  National  Health  Service 
Corps,  the  Alcohol  amd  Drug  Abuse 
Research  Program 

Mr.  LOTT.  Absolutely,  because 
those  are  not  relevant  to  an  appropria- 
tions bill.  Those  are  unauthorized  pro- 
grams that  should  not  be  attached  to  a 
continuing  resolution  to  keep  the  Gov- 
ernment operating.  You  are  right. 

Now,  some  of  them  I  like,  but  not  in 
this  bill.  There  is  a  process  to  do  these 
things. 

Mr.  WHITTEN.  Well,  I  do  not  mind 
the  gentleman,  because  I  make  such 
speeches,  too;  but  let  us  look  at  the 
cause  and  the  only  way  you  can  cor- 
rect any  bad  situation  is  correct  the 
cause:  The  cause  is  on  the  other  side 
of  the  Capitol. 

Mr.  LOTT.  Mr.  Speaker.  I  want  to 
address  that.  too.  I  hear  that  year 
after  year.  Where  the  House  says, 
"Why,  we  passed  those  bills  and  sent 
them  over  there.  Why  don't  they  act?" 

When  the  House  does  not  pass  ap- 
propriations bills  until  July  or  August 
or  September,  how  can  we  immediate- 
ly, then,  on  September  1  say,  'Well, 
they  haven't  done  their  job"? 

They  honor  the  tradition  of  not 
acting  until  we  act.  Plus,  they  are  also 
bound  by  more  stringent  rules  than  we 
are.  under  the  Gramm-Rudman-Hol- 
lings  law.  I  do  not  defend  the  fact  that 
they  have  not  moved  some  of  them. 

Mr.  WHITTEN.  Actually.  I  think 
they  have  one  rule  and  do  not  know 
how  to  live  with  that. 

Mr.  LOTT.  Well,  Mr.  Speaker,  let  me 
make  this  one  final  proposal,  and  yield 
to  some  other  folks  who  want  to  be 
heard  on  this. 

I  would  urge  us,  in  a  bipartisan  way, 
to  encourage  our  authorizations  com- 
mittees to  move  earlier  next  year.  Get 
the  process  going.  There  is  no  reason 
why  authorizations  committees  should 
not  act  in  March  or  April,  and  also,  I 
think  it  is  high  time  we  look  at  the 
possibility  of  working  5  days  a  week 
and  have  4  weeks  or  so  that  we  are  in 
session  and  a  week  that  we  are  not,  for 
our  district  work  periods. 

Let  us  look  at  something  revolution- 
ary when  we  have  new  leadership 
elected  on  the  other  side  of  the  aisle, 
let  us  work  together  and  try  to  find  a 
way  to  get  started  earlier,  make  sure 
we  keep  the  Members  here  for  a  full 
work  week,  and  that  we  also  have  time 
to  look  after  our  districts. 

Mr.  Speaker,  this  is  a  very  bad  way 
to  do  business,  and  I  would  urge  my 
colleagues  to  vote  against  the  continu- 
ing resolution,  but  let  us  not  stop  the 
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process;  let  us  move  it  on  along  one 
way  or  the  other,  unless  we  can  kill  it. 
Mr.  Speaker.  I  yield  3  minutes  to  the 
gentleman  from  New  York  [Mr. 
KiafPl. 

Mr.  KEMP.  Mr.  Speaker.  I  totally 
agree  with  the  statement  of  the  gen- 
tleman from  Mississippi  [Mr.  Lott].  I 
want  to  associate  myself  with  his  re- 
marks. I  am  on  the  Appropriations 
Committee.  I  have  fond  regard  and 
high  respect  for  my  chairman,  as  all  of 
the  Members  do.  as  well  as  our  rank- 
ing Republican,  the  gentleman  from 
Massachusetts  [Mr.  ConteI. 

But  I  think  that  a  rule  that  allows 
just  one  amendment  is  outrageous. 
There  are  so  many  legislative  items 
that  need  to  be  either  subtracted  or 
added,  and  many  programs  whose 
funding  levels  need  to  be  adjusted. 
Very  frankly  I  know  the  problem  that 
the  Rules  Committee  had.  but  closing 
off  free  and  open  debate  is  no  answer. 
I  wanted  to  amend  this  bill  in  several 
areas— the  title  X  program,  the  U.N. 
environment  program,  and  the  Public 
Housing  Program— but  the  Rules 
Committee  did  not  allow  this.  And  I 
am  sure  that  many  other  Members 
had  amendments  that  they  wished  to 
offer  as  well.  But  again,  the  Rules 
Committee  saw  fit  to  allow  only  one 
amendment.  So  I  am  going  to  have  to 
vote  against  the  rule.  I  did  not  want  to 
but  I  am  going  to. 

The  bill  terribly  distorts  the  prior- 
ities of  our  country.  Spending  on  do- 
mestic programs  is  simply  too  high, 
while  terribly  serious  cuts  are  made  in 
those  programs  of  essential  nature  to 
the  defense  of  this  country  and  to  the 
security  of  our  hemisphere,  and  in 
programs  that  affect  the  relationship 
that  we  have  with  other  countries  who 
depend  upon  us  for  the  defense  of 
Western  ideas. 

So.  Mr.  Speaker,  I  think  this  bill  rep- 
resents a  serious  distortion  of  our  na- 
tional priorities.  The  rule  is  a  mistake, 
and  I  would  urge  my  colleages  to  vote 
not  only  against  the  continuing  resolu- 
tion but  against  the  rule  as  well. 

Mr.  Speaker,  for  the  record,  I  would 
like  to  express  my  strong  objections  to 
the  priorities  and  policy  misguidance 
particularly  reflected  in  the  defense 
and  foreign  assistance  chapters  of  this 
bOL 

DEFENSE  APPROPRIATIONS 

At  a  time  when  the  Soviet  Union  is 
arrogantly  holding  an  American  jour- 
nalist hostage,  occupying  Afghanistan, 
and  destabilizing  Central  America  and 
Africa,  we  are  voting  on  a  defense  bill 
that  would  have  us  deal  with  the 
Soviet  Union  from  a  position  of 
equivocation,  weakness,  and  passivity. 

If  this  bill  becomes  law.  U.S.  defense 
spending  will  decline  by  6  percent  for 
the  second  year  in  a  row.  moving  us 
close  to  reversing  the  modest  progress 
we  made  in  the  early  1980's  in  restor- 
ing our  strength.  This  comes  at  a  time 
when  we  are  facing  increasing  Soviet 


intervention  throughout  the  world, 
and  a  steady  Soviet  military  buildup 
now  showing  the  fruits  of  25  years  of 
sustained  effort.  I  can  think  of  no 
policy  more  shortsighted  than  this. 

Additionally,  by  an  unprecedented 
vote,  the  Appropriations  Committee 
adopted  en  bloc  a  series  of  highly  con- 
troversial and  unwise  defense  amend- 
ments derived  verbatim  from  the 
House  DOD  authorization  bill.  As  a 
result,  this  continuing  resolution  es- 
sentially would  legislate  the  Soviets' 
arms  control  agenda: 

The  defense  section  of  this  bill  man- 
dates unilateral  compliance  with 
SALT  n.  We  never  ratified  SALT  II, 
because  it  is  unequal  and  unverifiable. 
The  Soviets  have  been  violating  it  for 
years.  But  the  sponsors  of  this  bill 
want  us  to  overlook  all  that,  and 
comply  with  SALT  II  unilaterally. 
That's  like  saying,  we  know  that  the 
Soviets  have  framed  Daniloff,  but 
we're  going  to  ignore  all  that,  and  pre- 
tend as  though  he  has  been  treated 
justly  with  due  process  of  law. 

This  bill  imposes  a  1-year  nuclear 
test  ban  moratorium— something  Gor- 
bachev has  been  lobbying  for.  The  So- 
viets aren't  testing  just  now  because 
they're  too  busy  fielding  all  the  new 
weapons  they've  built.  The  American 
people  awakened  to  the  danger  of  the 
Soviet  buildup  and  began  to  insist  on 
adequate  defense  spending,  and  just  as 
we're  ready  to  test  the  new  United 
States  weapons  nearing  production— 
the  sponsors  of  this  bill  want  to  pro- 
hibit testing. 

This  bill  imposes  a  continued  ban  on 
antisatellite  tests.  The  Soviets  don't 
need  to  test— they  already  have  the 
world's  only  operational  Asat  system. 
In  any  case,  we  wouldn't  know  wheth- 
er or  not  they  were  testing  new  sys- 
tems because  there's  no  way  to  verify 
compliance  with  an  Asat  test  ban. 

The  No.  1  Soviet  goal  at  Geneva  has 
been  to  kill  SDI.  The  sponsors  of  this 
bill  are  doing  great  damage  to  the  SDI 
Program.  The  House  bill  freezes  SDI 
spending  at  last  year's  level.  That's 
the  equivalent  of  killing  the  program. 
Why?  It's  a  little  like  erecting  a  build- 
ing. So  far,  we've  asked  architects  to 
propose  building  plans  and  draw  up 
some  blueprints.  Now  the  time  has 
come  to  begin  breaking  ground.  We  ex- 
pected from  the  beginning  to  be 
spending  more  at  this  stage— and  the 
sponsors  of  this  bill  know  that  if  we 
don't  pay  for  SDI,  all  we'll  have  are 
the  drawings,  we'll  never  get  anything 
built.  And  America  and  our  allies  will 
never  be  defended. 

FOREIGN  ASSISTANCE  APPROPRIATION 

A  prejudice  against  meeting  our  na- 
tional security  requirements  is  likewise 
reflected  in  the  foreign  assistance  sec- 
tion of  this  continuing  resolution. 

Instead  of  emphasizing  security  as- 
sistance as  our  top  priority  and  provid- 
ing the  funds  necessary  to  meet  our 
responsibilities    to    the    base    rights 


countries  and  Central  America,  the 
committee  bill  in  effect  treats  the  mul- 
tilateral banks  and  Exim  as  more  im- 
portant. Such  misplaced  priorities 
would  have  disastrous  consequences 
for  U.S.  foreign  policy  and  our  nation- 
al security  interests: 

CENTRAL  AMERICA 

For  the  beleaguered  democracies  of 
Central  America.  ESF  will  be  cut  $160 
million  below  the  fiscal  year  1986 
level.  In  effect,  this  takes  back  more 
than  half  the  amount  the  House  just 
enacted  for  economic  assistance  for 
the  region.  This  cut  represents  the 
entire  ESF  budget  for  Costa  Rica  and 
Guatemala.  And  this  cut  occurs  at  a 
time  when  direct  Soviet  weapons  ship- 
ments have  been  resumed  to  Nicara- 
gua, and  as  Sandinista  repression  of 
human  rights  in  that  country  grows 
worse  day  by  day.  If  we  follow  the 
committee  mark,  the  imperative  of  the 
Jackson  plan  will  be  perilously  ignored 
and  democracy  will  be  weakened  in  El 
Salvador. 

BASE  RICHTS  COUNTRIES 

The  United  States  has  military  bases 
abroad  to  protect  our  security.  The  se- 
curity of  those  bases,  in  turn,  is  de- 
pendent upon  the  security  and  stabili- 
ty of  the  host  nations,  each  of  which  is 
a  formal  ally  of  the  United  States. 

Under  the  committee  bill,  military 
assistance  to  all  base  rights  countries— 
the  Philippines.  Portugal.  Spain, 
Greece,  and  Turkey— will  be  cut  nearly 
in  half.  Their  security  assistance  over- 
all will  be  cut  $830  million  from  last 
year's  levels.  These  cuts  are  the  equiv- 
alent of  totally— and  I  mean  totally- 
zeroing  out  all  funding  for  the  Philip- 
pines, Spain,  and  Portugal.  What  does 
this  say  about  United  States  friend- 
ship and  commitments  to  the  people 
of  the  Philippines,  ringingly  reaf- 
firmed in  the  wake  of  President 
Aquino's  joint  address  before  this  Con- 
gress? How  will  such  cuts  be  interpret- 
ed by  the  voters  in  Spain  that  just 
ratified  their  membership  in  NATO, 
or  the  Government  of  Portugal  whose 
support  was  critical  in  times  of  crisis 
for  Israel,  or  America's  other  vital 
allies? 

AFRICA 

At  a  time  when  famine  and  depr^es- 
sion  stalk  the  continent,  and  the  na- 
tions of  Africa,  as  evidenced  in  the 
U.N.  special  session,  have  made  a  com- 
mitment to  policy  reform,  economic 
support  funds  for  Africa  will  be  cut 
nearly  $100  million.  This  would  virtu- 
ally wipe  out  the  bilateral  economic 
reform  program,  which  was  designed 
to  assist  countries  to  undertake  the 
necessary  economic  reforms  to  help 
them  resume  long-term  economic  de- 
velopment. 

This  is  exactly  the  wrong  time  to  be 
retreating  from  the  world.  The  growth 
in  Soviet  military  power,  Soviet  mili- 
tary aid  to  aggressive  client  states,  and 
support  for  subversive  and  terrorist 
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forces throughout  the  world  mandates 
more,  not  less,  support  and  help  from 
the  United  States.  If  we  are  to  stand  a 
chance  of  preserving  peace  and  stabili- 
ty. 

The  most  charitable  thing  that  can 
be  said  about  the  foreign  policy  prior- 
ities reflected  in  this  bill  is  that  they 
are  naive.  A  40-percent  cut  in  our  criti- 
cal security  assistance  programs  is  un- 
conscionable. 

I  for  one.  do  not  believe  that  the 
United  States,  as  leader  of  the  free 
world,  can  afford  to  turn  our  back  on 
those  nations  dependent  on  us  for 
their  very  survival.  And  I  believe  that 
a  majority  of  the  Members  of  the 
House  of  Representatives  would  agree. 

Unfortunately,  this  bill  comes  before 
the  House  for  the  first  time  as  part  of 
the  continuing  resolution.  Unlike 
other  bills  funded  through  the  con- 
tinuing resolution,  the  chapter  on  for- 
eign assistance  has  never  been  consid- 
ered separately  by  the  House  of  Rep- 
resentatives. The  Members  have  never 
had  a  chance  to  review  or  amend  the 
committee  recommendations.  Despite 
my  efforts  to  seek  a  rule  that  would 
permit  amendments,  the  governing 
rule  is  closed. 

For  the  second  year  in  a  row,  we  are 
enacting  foreign  aid  legislation  that 
the  House  has  never  been  allowed  to 
challence  or  review.  I  regret  that  the 
House  leadership  has  seen  fit  to  deny 
Members  their  legislative  rights.  Our 
Nation's  foreign  policy  is  vastly  too 
important  to  be  conducted  by  proce- 
dural fiat. 

CONCLUSION 

Mr.  Speaker,  the  President  has  said 
that  he  will  veto  this  bill  if  it  is  not 
substantially  modified  before  it 
reaches  his  desk.  I  will  strongly  sup- 
port his  veto.  We  can  ill  afford  to  play 
fast  and  loose  with  our  national  securi- 
ty requirements— as  this  bill  would 
do— at  a  time  when  the  Soviet  Union  is 
growing  daily  more  powerful  and  more 
aggressive.  And  there  is  nothing  to  be 
gained  through  the  policy  of  appease- 
ment that  emerges  from  the  so-called 
arms  control  sections  of  this  bill.  I 
would  hope  that  the  President  would 
exercise  his  veto  unless  these  harmful 
provisions— which  I  have  discussed 
above— are  dropped,  and  defense  fund- 
ing brought  up  to  the  budget  resolu- 
tion approved  level. 

And  I  would  hope  that  in  the  course 
of  the  conference  we  can  work  togeth- 
er to  bring  some  balance  to  the  foreign 
aid  chapter  of  this  continuing  resolu- 
tion. That  will  mean  increasing  securi- 
ty assistance— particularly  for  the  base 
rights  countries  and  Central  Amer- 
ica—trimming back  Exim  and  the 
MDBS  and  the  addbacks  added  in  sub- 
committee. Only  in  this  way  can  we 
have  a  balanced  bill,  that  will  make 
some  contribution  toward  meeting  our 
national  security  needs.  Only  in  that 
way  will  we  produce  a  bill  that  we 
could  ask  the  President  to  support. 


Mr.  DERRICK.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  2  min- 
utes to  the  gentleman  from  Massachu- 
setts [Mr.  MoAKLry]. 

Mr.  MOAKLEY.  Mr.  Speaker,  al- 
though I  rise  in  support  of  the  rule  for 
the  continuing  resolution  for  fiscal 
year  1987  I  do  so  with  some  regret  be- 
cause of  the  absence  of  funding  for 
the  General  Revenue"  Sharing  Pro- 
gram. This  program  as  you  know,  Mr. 
Speaker,  provides  much  needed  finan- 
cial assistance  to  local  governments. 
Certainly  revenue  sharing  is  one  of 
the  most  beneficial  of  all  Federal  pro- 
grams to  these  municipalities,  who  are 
able  to  utilize  these  funds,  in  the  pro- 
grams and  services  that  each  particu- 
lar community  deems  most  helpful 
and  most  necessary  to  its  citizens.  Dis- 
tribution of  these  moneys  is  not  regu- 
lated by  the  Federal  Government,  but 
rather  by  those  directly  involved  in 
the  running  of  the  community  and  its 
activities. 

I  certainly  understand  the  difficulty 
that  the  Appropriations  Committee 
faced  in  this  matter.  In  order  to  pro- 
vide the  $3.4  billion  requested  for  reve- 
nue sharing  and  still  remain  within 
the  budget  levels  mandated  by  the 
budget  and  the  Gramm-Rudman  law, 
it  would  have  been  necessary  to  imple- 
ment deep  cuts  in  a  number  of  critical 
domestic  programs,  including  Head 
Start  and  other  education,  rehabilita- 
tion, and  Public  Health  Programs. 
Without  these  cuts,  it  was  determined 
that  the  sequestration  order  under 
Gramm-Rudman  would  have  taken 
place— thus  causing  severe  across-the- 
board  cuts  throughout  the  Federal 
Government. 

Therefore,  Mr.  Speaker,  I  support 
the  rule  and  the  continuing  resolution, 
but  I  do  regret  the  loss  of  general  rev- 
enue sharing  and  the  financial  burden 
that  will  impact  many  of  our  towns 
and  cities.  Elimination  of  these  funds 
will,  indeed,  be  very  difficult  for  these 
communities  to  absorb. 

Mr.  DERRICK.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  2  min- 
utes to  the  distinguished  chairman  of 
the  Committee  on  Rules,  the  gentle- 
man from  Florida  [Mr.  Pepper]. 

Mr.  PEPPER.  Mr.  Speaker,  the 
members  of  the  Rules  Committee  were 
faced  with  a  very  grave  dilemma.  I  am 
in  favor  of  revenue  sharing.  We  have 
had  it  for  12  or  14  years,  it  has  served 
a  great  purpose;  but  we  were  told  that 
if  we  allowed  revenue  sharing  in  this 
rule,  we  had  to  make  a  mandatory  pro- 
vision in  the  rule  to  cut  the  social  pro- 
grams by  exactly  the  same  amount: 
and  it  therefore  gave  us  a  very  great 
difficulty  to  make  restitution. 

So  we  finally  decided,  by  vote,  that 
we  leave  out  the  revenue  sharing;  but 
I  hope  there  will  come  a  time  when  we 
can  support  the  distinguished  gentle- 
man from  Mississippi  and  restore  reve- 
nue sharing  without  having  to  cut  the 
social  programs  in  order  to  do  it. 


Mr.  WRITTEN.  Mr.  Speaker.  I 
would  like  to  ask  whether  it  would  be 
possible  that  the  committee  rise  after 
the  general  debate.  Could  we  have  a 
meeting  with  the  gentleman's  commit- 
tee tomorrow  and  see  if  we  cannot  put 
it  in? 

Here  is  the  ridiculous  situation  we 
are  in.  Out  of  a  $561  billion  bill  cover- 
ing foreign  aid  and  everything  under 
the  sun,  the  only  thing  we  are  forced 
to  cut  is  a  domestic  program  that  af- 
fects 40,000  American  communities.  It 
is  ridiculous. 

Mr.  PEPPER.  I  am  very  sympathetic 
to  what  the  gentleman  says. 

Mr.  LOTT.  Mr  Speaker.  I  yield  4 
minutes  to  the  gentleman  from  Massa- 
chusetts [Mr.  ConteD. 

Mr.  CONTE.  Mr.  Speaker,  I  rise  in 
strong  opposition  to  this  rule,  and 
hope  my  colleagues  will  join  me  in 
overwhelming  numbers  to  vote  it 
down. 

This  rule  makes  in  order  a  "counter- 
feit" CR— one  that  was  inked  up, 
pressed  fast,  and  cooled  down  for  easy, 
circulation  as  we  go  for  broke  during 
the  final  days  of  the  99th  Congress. 

This  is  not  the  CR  that  my  commit- 
tee reported  8  days  ago,  Mr.  Speaker. 
This  bill  contains  an  across-the-board 
cut  that  was  voted  down  in  the  full 
Appropriations  Committee. 

This  CR  makes  no  provision  for  gen- 
eral revenue  sharing,  despite  the  fact 
that  our  committee  voted  to  include 
one. 

And  this  rule  provides  for  only  one 
amendment— to  strike,  but  not  to 
amend  or  perfect,  language  intended 
by  our  committee  to  achieve  some  real 
budget  savings  by  putting  a  timely  end 
to  the  multimillion-dollar  subsidy  pay- 
ments to  our  largest  agricultural  pro- 
ducers. 

It  is  very  unfortunate,  Mr.  Speaker, 
that  no  technical  or  perfecting  amend- 
ments were  made  in  order.  I  have  been 
working  very  closely  with  the  leader- 
ship on  the  Agriculture  Committee, 
and  we  have  reached  agreement  on 
some  language  that  is  better  than  the 
language  amended  in  committee  and  is 
much  better  than  striking  this  well-in- 
tentioned provision  completely. 

At  the  appropriate  time,  I  will  seek 
consent  to  offer  a  perfecting  amend- 
ment on  which  the  chairman  of  the 
Agriculture  Committee  will  concur. 
Copies  of  this  revised  language  are 
available  at  the  committee  table  and 
through  Chairman  de  la  Garza.  I  hope 
that  my  colleagues  will  concur  in  our 
joint  effort  to  restore  some  reasonable 
limits  in  our  Commodity  Program  pay- 
ments. 

The  bill  that  is  now  called  the  CR 
contains  an  across-the-board  cut  of 
0.34  percent— one-third  of  1  percent— 
to  fund  the  omnibus  drug  supplemen- 
tal. 

A  similar  percentage-reduction  pro- 
vision was  discussed  at  great  length 
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and  discarded  for  good  reason  in  our 
committee  last  week.  I  ought  to  know: 
I  offered  the  amendment  to  knock  it 
out.  But  here  it  is  again.  And  this 
time,  we  can't  touch  it. 

I've  taken  to  this  well  dozens  of 
times  in  the  past  year  to  oppose  these 
percentage  cuts.  These  blind,  sweeping 
cuts  distort  the  budget  priorities  our 
people  back  home  elected  us  to  estab- 
lish. 

This  Gramm-Rudman-Hollings  ap- 
proach is  a  lazy  way  out  of  facing 
tough  decisions  on  deficit  reduction 
and  spending  needs. 

We  are  taking  money  away  from  the 
very  same  agencies  we  are  trying  to 
beef  up  with  the  supplemental  funds- 
agencies  like  the  Coast  Guard,  DEA, 
and  Customs. 

We  are  cutting  a  host  of  programs  in 
the  area  of  education,  health,  and  vet- 
erans' care  where  they  are  already 
working  to  put  an  end  to  the  drug 
abuse  epidemic  in  this  country. 

Mr.  Speaker,  I  offered  an  amend- 
ment in  full  committee  that  went  to 
the  very  heart  of  our  escalating  Feder- 
al deficit  and  the  squeeze  that's  been 
put  on  our  vital  domestic  programs. 

It  was  designed  to  achieve  some  sig- 
nificant budget  savings  by  eliminating 
the  gush  of  Federal  funds  flowing  into 
the  accounts  of  the  biggest  agricultur- 
al corporations  entitled  to  receive  stag- 
gering levels  of  commodity  payments. 

My  language  was  amended  several 
times  before  it  was  reported  out  of 
committee,  Mr.  Speaker,  subject  to  our 
ability  to  make  technical  and  conform- 
ing changes. 

Unfortunately,  the  rule  does  not 
provide  me  with  the  opportunity  to 
offer  any  such  amendments  to  reflect 
the  necessary  changes.  Nor  does  it  pro- 
vide me  with  the  opportunity  to  offer 
any  substitute  language  that  the 
chairman  and  the  ranking  minority 
member  of  the  authorizing  committee 
could  find  acceptable. 

This  is  a  shame,  Mr.  Speaker.  Gov- 
ernment outlays  for  farm  programs 
are  a  record  $25.5  billion  for  1986 
alone,  and  we  have  no  reliable  esti- 
mates of  what  will  be  needed  for  1987. 

USDA  estimates  that  over  40  per- 
cent of  the  farm  payments  we  are 
making  are  not  subject  to  the  $50,000 
limitation. 

We're  scraping  thousands  and  mil- 
lions of  dollars  out  of  programs  for 
the  elderly,  WIC,  biomedical  research 
and  even  those  for  the  small,  family 
farmer  that  our  system  was  designed 
to  help,  while  these  giants  are  pawing 
deep  into  the  Federal  honeypot. 
-  Listen  to  this,  and  tell  me  whether 
we  need  to  reform  the  existing  pro- 
gram or  not. 

Colusa.  CA:  One  16,000-acre  rice 
farm  is  being  leased  by  56  producers, 
most  of  whom  are  relatives.  Each  one 
qualifies  for  a  Federal  payment. 

Glen  and  Butte  Counties,  CA:  Five 
Pakistanis  are  partners  in  a  rice  farm. 


Only  one  lives  in  the  United  States. 
We  mail  the  others  checks  for  over 
$100,000  right  to  Pakistan. 

J.G.  Boswell— that  agricultural 
giant— with  over  62,000  acres  of  cotton 
and  30,000  acres  of  wheat  enrolled  in 
our  subsidy  programs:  $20  million. 
That's  what  USDA  estimates  his  1986 
payments  to  total. 

As  I  suggested  to  my  colleagues  in 
committee,  Mr.  Speaker,  we  ought  to 
get  those  members  of  the  President's 
Pornography  Commission  back  on  the 
street  and  down  to  the  local  ASCS 
office.  Let  them  take  a  peek  at  some  of 
these  obscene  CCC  checks. 

Let  them  take  a  gander  at  the  way 
these  corporations  are  subdividing  the 
reproducing  like  amoebae  to  get 
around  the  current  payment  caps. 

I  oppose  this  rule,  Mr.  Speaker,  be- 
cause it  does  not  give  us  the  opportu- 
nity to  fully  address  this  budgetary 
and  policy  issue,  and  because  it  pre- 
vents us  from  considering  or  amending 
the  CR  reported  by  our  committee. 

I  urge  my  colleagues  to  vote  this  one 
down.  Let's  have  a  rule  that  will  let 
the  House  work  its  will  on  the  hard 
issues  some  are  unwilling  to  debate. 

D  1750 

Mr.  DERRICK.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  2  min- 
utes to  the  gentleman  from  Massachu- 
setts [Mr.  Prank]. 

Mr.  FRANK.  Mr.  Speaker,  I  am  for 
this  rule.  I  am  somewhat  surprised  at 
some  of  the  arguments  we  have  seen 
against  it.  We  get  the  old  familiar  one 
when  the  minority  does  not  like  a  rule 
like  this,  that  it  does  not  have  enough 
time  for  debate. 

I  remember  last  year  when  Gramm- 
Rudman  came  up  and  I  agree  with  the 
spiritual  descendant  of  Shays'  Rebel- 
lion in  western  Massachusetts  about 
Gramm-Rudman.  Gramm-Rudman, 
you  know,  we  talked  at  one  point  in 
one  of  the  committees  I  am  in  about 
referring  it  to  committee,  and  we  did 
not  know  what  committee  to  refer  it 
to.  It  has  never  been  before  a  commit- 
tee in  either  House.  That  horror  came 
here  without  any  committee  hearings, 
without  any  committee  meetings,  not 
amendable,  very  few  people  on  the 
other  side  with  their  occasional  and 
sporadic  attention  span  for  great  par- 
liamentary procedure,  minded  taking 
Gramm-Rudman,  that  great  distorter 
of  rational  government,  and  slamming 
it  down  our  throats  without  any 
chance  to  do  anything  at  all  about  it. 
So  the  notion  that  there  has  to  be  an 
open  process  has  about  as  much  validi- 
ty as  the  argument  that  some  things 
are  done  at  the  State  level  or  at  the 
national  level:  99.9  percent  of  the 
people  in  this  House  are  for  the  proce- 
dure that  is  going  to  get  them  the  sub- 
stantive result  that  they  want:  let  us 
admit  it  and  can  the  hypocrisy. 

Then  the  question  is,  What  are  we 
doing  with  this  continuing  resolution? 


We  have  passed  11  of  the  appropria- 
tions. You  cannot  go  into  detail  here 
as  to  what  happened  that  requires  us 
to  put  them  in  the  continuing  resolu- 
tion. But  there  is  an  unmentionable 
involved  in  this  process.  Nothing  has 
happened  in  the  unmentionable.  So 
therefore  either  we  do  it  in  a  continu- 
ing resolution  or  we  do  not  have  them. 

I  want  to  appeal  now  to  many  of  my 
friends  on  this  side.  I  regret  the 
demise  of  general  revenue  sharing. 
General  revenue  sharing  was  defeated 
when  we  passed  Gramm-Rudman.  I 
voted  against  that.  But  let  us  again 
not  have  the  hypocrisy  of  people  tell- 
ing us  how  much  they  love  Gramm- 
Rudman,  they  are  for  this  drug  bill, 
they  are  for  revenue  sharing  and  they 
are  for  everything  including  maybe 
another  printing  press. 

The  fact  is  that  revenue  sharing, 
which  I  support,  became  impossible 
when  people  voted  for  Gramm- 
Rudman. 

What  is  at  issue  here  is  the  best 
package  of  arms  reduction  measures 
this  House  has  adopted  in  its  history. 
We  have  got  opposition.  We  have  the 
President  threatening  to  shut  down 
the  Government  if  we  dare  to  tell  him 
that  we  should  not  have  nuclear  test- 
ing, that  we  should  have  a  ban.  That  is 
what  is  at  issue  here.  Defeat  of  this 
rule  is  going  to  undercut  our  ability  to 
deal  with  those  arms  reduction  meas- 
ures. 

Revenue  sharing,  I  regret  to  say.  we 
already  lost.  Now  we  are  fighting 
about  arms  reduction. 

Mr.  LOTT.  Mr.  Speaker,  how  much 
is  remaining  on  both  sides? 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  The  gentleman  from 
Mississippi  [Mr.  Lott]  has  13  minutes 
remaining,  and  the  gentleman  from 
South  Carolina  [Mr.  Derrick]  has  19 
minutes  remaining. 

Mr.  DERRICK.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  2  min- 
utes to  the  gentleman  from  Pennsylva- 
nia [Mr.  Murphy]. 

Mr.  MURPHY.  I  thank  the  gentle- 
man from  South  Carolina. 

Mr.  Speaker,  I  rise  in  opposition  to 
the  rule  adopting  the  continuing  reso- 
lution. I  do  so  with  great  reservation.  I 
know  it  has  been  a  tremendous  task 
for  the  Committee  on  Appropriations 
to  structure  this  after  we  have  passed 
11  of  the  13  appropriations  bills. 

But  one  thing  the  Appropriations 
Committee  did  by  a  very  substantial 
vote  was  to  direct  that  Federal  reve- 
nue sharing  to  our  local  communities 
would  remain  in  the  bill.  They  have 
been  scuttled  in  that  effort  by  the 
Committee  on  Rules  and  by  some  of 
the  leadership  in  the  House. 

My  friends.  Federal  revenue  sharing 
will  amount  to  $19  per  American  citi- 
zen out  in  our  local  communities.  In 
this  bill  and  by  the  action  taken  by 
this  Congress  last  week,  we  are  con- 
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tributing  $19.50  to  every  Philippine 
citizen  in  the  Philippine  Islands.  We 
will  not  contribute  $19  per  citizen  in 
American  communities  who  desperate- 
ly need  this  money.  I  have  communi- 
ties in  western  Pennsylvania  that  will 
go  bankrupt  without  Federal  revenue 
sharing.  We  ought  to  have  an  opportu- 
nity to  vote  and  choose  our  priorities 
here  on  the  floor. 

H.R.  1400  came  out  of  the  committee 
months  ago.  It  has  been  languishing  in 
the  Committee  on  Rules  with  a  rule. 
But  now  we  cannot  even  get  time  to 
debate  it  here  on  the  floor.  We  should 
have  an  opportunity  to  debate  Federal 
revenue  sharing  to  our  local  communi- 
ties, select  our  priorities  on  the  floor 
and  designate  where  the  dollars 
should  go.  We  argued  all  day  on  a  tax 
cut  here  for  middle-class  Americans 
and  low-income  Americans. 

My  friends,  when  we  fail  to  pass  rev- 
enue sharing  to  our  local  communities, 
that  tax  bite  is  going  to  come  right 
back  on  the  middle-class  property- 
owning  American  citizens  in  higher 
taxation  without  the  continuation  of 
revenue  sharing  as  we  have  known  it 
for  over  12  years  in  our  country. 

I  thank  the  gentleman. 

Mr.  DERRICK.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  1 
minute  to  the  gentleman  from  Illinois 
[Mr.  Hayes]. 

Mr.  HAYES.  Mr.  Speaker,  it  is  not 
often  that  I  speak  against  a  rule.  But 
the  Appropriations  Committee,  after 
much  debate  and  consideration,  re- 
ported out  a  resolution  that  included 
general  revenue  sharing.  The  Rules 
Conunittee,  after  little  debate  or  con- 
sideration, cut  that  provision  out  of 
this  bill.  Domestic  programs  have  been 
hit  the  hardest  by  the  Reagan  admin- 
istration's bankrupt  fiscal  policies.  Not 
only  have  they  increased  the  deficit 
and  mortgaged  our  Nation's  future, 
but  now  they  are  cashing  in  on  our 
present.  Eliminating  general  revenue 
sharing  will  cost  my  home  city  of  Chi- 
cago $50  million.  Those  dollars  will 
come  out  of  the  city's  department  of 
aging  and  disability  which  helps  to 
service  Chicago's  elderly.  It  represents 
one-third  of  the  city's,  departments  of 
human  services,  consumer  services, 
and  health.  Just  yesterday,  the  city  of 
Chicago  raised  taxes  in  order  to  main- 
tain police  and  fire  service.  Make  no 
mistake,  our  constituents  know  what 
they  want,  and  they  are  willing  to  pay 
for  it.  The  Federal  Government  is  not 
keeping  it's  commitment  with  the 
communities  of  this  Nation.  By  spend- 
ing our  tax  dollars  to  building  missiles 
of  destruction,  we  are  destroying  our 
cities  and  our  towns,  and  we  are  hurt- 
ing our  people. 

I  will  vote  against  this  rude  because 
it  hurts  my  community,  because  it  is 
not  what  the  committee  reported  and 
because  it  is  not  fair.  I  ask  my  col- 
leagues to  Join  with  me  to  oppose  this 
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rule  and 
sharing. 

Mr.  DERRICK.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  2  min- 
utes to  the  gentleman  from  California 
[Mr.  Fazio]. 

Mr.  FAZIO.  Mr.  Speaker,  I  am 
strongly  in  support  of  this  rule.  I 
think  many  of  us  who  have  served  at 
the  State  and  local  levels  remember 
working  in  a  rational  budget  process 
where  we  would  bring  together,  at  the 
end  of  the  session,  the  results  of  a 
good  deal  of  deliberation  and  we  would 
face  the  reality  that  we  had  to  make  if 
fit  within  a  number  a  dollar  figure.  We 
have  had  the  luxury  of  avoiding  that 
here  in  Congress  for  many  years.  But 
increasingly  as  the  continuing  resolu- 
tion becomes  a  way  in  which  we  wrap 
up'our  business  and  finish  our  session, 
we  are  being  forced  to  deal  with  reali- 
ty, face  the  fact  that  we  cannot  have  it 
all.  We  have  to  have  a  process  in 
which  we  can  accommodate,  compro- 
mise, live  with  disappointment,  and 
most  of  all  make  something  add  up, 
staying  within  a  budget  resolution,  for 
example. 

For  example,  I  regret  revenue  shar- 
ing is  not  in  this  bill.  I  think  all  of  us 
know  of  communities  that  desperately 
need  it. 

But  we  also  know  communities  that 
do  not.  States  like  mine  with  a  pru- 
dent surplus,  communities  that  have 
plenty  of  tax  base  to  draw  upon.  This 
is  not  a  targeted  program;  and  because 
it  is  not  possible  to  do  it  all,  we  cannot 
accommodate  it  any  longer. 

The  budget  process  concluded  that. 
The  Government  Operations  Commit- 
tee did  not  bring  a  bill  to  the  floor. 
Now  we  cannot  gratuitously  add  it  to 
this  bill,  tempting  the  fate  of  across- 
the-board  cuts  or,  through  the 
Gramm-Rudman  process,  the  deep 
cuts  through  sequestration.  I  think  it 
is  important  that  we  understand  this 
is  not  the  end,  this  is  the  beginning  of 
the  last  couple  of  crucial  weeks.  Let  us 
move  this  process  forward.  Let  us 
make  our  internal  compromises  as  we 
must,  because  the  authorizing  commit- 
tees cannot  do  it  for  us.  We  have 
passed  12  of  these  bills  through  the 
appropriations  process. 

Some  have  implied  that  we  are 
having  the  first  debate  on  these  mat- 
ters here.  In  fact,  we  know  what  is  in 
these  bills.  We  cut  some  of  them.  We 
augmented  others.  Now,  it  is  time  to 
face  the  reality  that  we  have  to  live 
within  our  means  and  we  have  to  com- 
plete our  work  so  that  the  American 
people  have  some  semblance  of  confi- 
dence in  this  institution., 

I  would  hope  that  my  colleagues 
would  put  behind  them  the  partisan 
bickering,  the  bicameral  bickering  and 
stand  together  to  vote  for  a  resolution 
that  we  know  we  have  to  pass  on  so 
that  we  can  begin  the  process  of  work- 
ing out  the  details  with  the  other  body 


and  accommodating  the  eventual  sig- 
nature of  the  President. 

Please  vote  "aye"  on  the  rule. 

Mr.  LOTT.  Mr.  Speaker.  I  yield  such 
time  as  he  may  consume  to  the  gentle- 
man from  Pennsylvania  [Mr. 
Clinger]. 

Mr.  CLINGER.  Mr.  Speaker,  I  also  rise  in 
opposition  to  the  rule  for  the  very  simple 
reason  that  it  would  rob  this  body  of  any 
chance  to  debate  an  extension  of  the  General 
Revenue  Sharing  Program. 

The  program  is  set  to  expire  in  5  days.  This 
is  essentially  the  last  chance  we  will  have  to 
revive  it.  And  so  our  consideration  of  the  rule 
becomes  a  debate  on  the  merits  of  the  Reve- 
nue Sharing  Program.  For  purposes  of  that 
debate,  I  would  suggest  to  my  colleagues  that 
the  actual  cost  of  terminating  this  program— 
and  it  will  cost  us  dearty— may  be  greater  than 
the  savings  achieved  by  eliminating  the  pro- 
gram, and  therefore  we  should  keep  it. 

Consider  some  of  the  common  uses  of  gerv 
eral  revenue  sharing  funds:  law  enforcenrrent, 
firefighting,  infrastructure  improvements,  li- 
brary maintenance,  and  list  goes  on.  Now,  if 
we  eliminate  revenue  sharing,  we  will  inevita- 
bly turn  right  around  and  either  increase  fund- 
ing for  categorical  grants  or  create  new  grant 
programs  to  help  local  governments  make  up 
for  the  loss  of  revenue  sharing.  Remember 
that  these  grant  programs  carry  expensive  pa- 
perwork requirements.  That  drives  up  the  cost 
of  terminating  the  program.  Revenue  sharing 
gets  around  that  mess  thus  keeping  adminis- 
trative costs  at  a  minimum. 

We  can  hardly  boast  that  we're  doing  our 
best  to  cut  unneeded  programs  to  help  reduce 
the  deficit  if  we're  going  to  wait  until  the  next 
Congress  to  make  up  for  the  furxling  loss 
through  other,  ultimately  more  expensive,  pro- 
grams. In  actuality  we  will  be  increasing  our 
costs  and  wreaking  havoc  on  the  partnership 
we've  created  with  local  governments.  The 
blue  smoke  and  mirrors  gimmick  just  won't 
work  here.  I  urge  my  colleagues  to  preserve 
the  Revenue  Sharing  Program  and  to  vote 
against  this  rule. 

Mr.  LOTT.  Mr.  Speaker,  I  yield  3 
minutes  to  the  gentlewoman  from  Ne- 
braska [Mrs.  Smith]. 

Mrs.  SMITH  of  Nebraska.  Mr. 
Speaker,  I  rise  in  opposition  to  this 
rule  and  to  voice  my  support  for  the 
continued  funding  of  the  General  Rev- 
enue Sharing  Program. 

I  was  shocked  to  come  to  my  office 
this  morning  and  find  out  that  last 
night  the  Rules  Committee  approved  a 
rule  making  in  order  a  continuing  res- 
olution different  than  that  reported 
out  of  the  Appropriations  Committee 
last  Wednesday,  September  17,  in 
which  we  on  the  committee  voted  29 
to  15  to  continue  to  fund  the  program 
in  1987. 

I  fully  expected  the  Rules  Commit- 
tee to  make  in  order  an  amendment  to 
strike  that  funding,  but  I  did  not 
expect,  Mr.  Speaker,  that  the  commit- 
tee would  move  to  completely  deny 
the  Members  of  this  House  the  oppor- 
tunity to  directly  and  openly  decide 
the  fate  of  a  program  that  is  so  vital 
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and  important  to  our  local  communi- 
ties. 

General  revenue  sharing  is  impor- 
tant to  localities  all  across  the  coun- 
try, but  I  want  to  stress,  in  urging  my 
colleagues  to  oppose  this  rule,  that 
terminating  general  revenue  sharing 
will  mean  a  most  serious  blow  to  many 
rural,  farm  communities. 

Because  general  revenue  sharing  is 
one  of  the  few  Federal  grant  programs 
available  to  smaller  rural  localities,  its 
elimination  will  hit  farming  communi- 
ties especially  hard. 

On  average,  while  revenue  sharing 
constitutes  21.8  percent  of  aid  to  gen- 
eral purpose  localities,  it  constitutes 
44.5  percent  of  Federal  aid  received  by 
general  purpose  localities  in  farm  de- 
pendent States. 

This  year  Nebraska's  share  of  the 
program  will  be  $25.7  million;  $9.2  mil- 
lion of  that  is  shared  by  629  localities 
in  my  district  alone. 

And  let  me  tell  you,  those  local  gov- 
ernments have  no  where  to  turn  to  re- 
place revenue  sharing  dollars. 

The  farm  crisis  is  also  a  crisis  for 
farm  communities  and  their  local  gov- 
ernments. Particularly,  farm  commu- 
nities suffer  with  the  decline  in  agri- 
culture land  values,  the  mainstay  of 
the  local  tax  base.  As  land  values  fall, 
so  do  property  tax  revenues,  and  there 
is  no  way  to  replace  the  money  be- 
cause most  communities  are  already 
taxing  to  the  limit  of  their  authority 
now. 

Thirteen  out  of  fifteen  farm  States 
lost  over  one-fifth  of  the  value  of  their 
farm  land  between  1981  and  1986,  in- 
cluding Nebraska  where  land  values 
fell  55  percent. 

In  addition,  local  tax  bases  have 
been  buffeted  by  sizable  increases  in 
property  tax  delinquency  rates.  One 
study  found  that  in  Nebraska  commu- 
nities delinquent  taxes  increased  sev- 
enfold between  1980  and  1985  because 
of  the  crisis  in  agriculture. 

These  declining  local  revenues  in 
combination  with  increasing  demand 
for  local  services  for  farmers  in  dis- 
tress and  declining  assistance  from 
State  governments  will  make  it  in- 
creasingly difficult  and  eventually  im- 
possible for  communities  to  fund  local 
services  at  adequate  levels. 

And  I  stress,  we  are  talking  about 
small  towns  pushed  to  the  limit  to  pro- 
vide police  officers,  firefighters,  road 
maintenance,  and  human  service  work- 
ers. 

I  urge  my  colleagues  to  look  at  these 
kind  of  figures  and  these  kind  of  stud- 
ies and  still  try  to  use  the  argument 
for  terminating  general  revenue  shar- 
ing that  local  governments  are  in 
better  financial  condition  than  the 
Federal  Government— I  am  not  going 
to  deny  Uncle  Sam's  severe  financial 
problems,  but  if  we  can  vote  on  a 
whim  for  $200  million  in  aid  for  the 
Philippines— which  I  opposed— we 
should  be  able  to  tell  our  struggling 


taxpayers  back  home  that  there  is  still 
money  to  help  them  provide  vital  com- 
munity services. 

Not  only  did  my  Appropriation  Com- 
mittee vote  to  fund  the  program— at 
75  percent  of  its  current  level— but  I 
point  out  that  the  Government  Oper- 
ations Committee  has  reported  H.R. 
1400,  to  reauthorize  the  GRS  program 
for  3  years  at  its  current  authorized 
level. 

There  is  obviously  support  in  the 
House  for  the  program,  so  why,  Mr. 
Speaker,  will  not  the  leadership  sched- 
ule H.R.  1400  or  allow  the  House  to 
vote  today  during  consideration  of  the 
continuing  resolution  to  support  the 
program. 

I  appeal  to  my  colleagues  in  behalf 
of  rural  America— the  small  towns  in 
my  district,  throughout  Nebraska,  and 
all  across  the  country— who  need  your 
help  this  afternoon.  Please  oppose  this 
rule  and  join  me  in  demanding  the  op- 
portunity to  go  on  record  for  general 
revenue  sharing  in  a  separate  vote  on 
amending  the  continuing  resolution. 

a  1805 

Mr.  DERRICK.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  3  min- 
utes to  the  gentleman  from  New  York 
[Mr.  Weiss]. 

Mr.  WEISS.  Mr.  Speaker,  I  rise  in 
opposition  to  the  rule,  and  urge  its 
defeat. 

Let  me  start  out  by  commending  the 
chairman  of  the  Appropriations  Com- 
mittee, Mr.  Whitten,  for  his  steadfast 
leadership  of  the  fight  to  continue  the 
General  Revenue  Sharing  Program. 

The  fact  that  the  Revenue  Sharing 
Program  is  not  included  in  the  con- 
tinuing resolution  is  no  fault  of  the 
gentleman's.  The  gentleman  was  un- 
ceremoniously muscled  to  introduce  a 
bill  which  went  directly  contrary  to 
the  bill  reported  out  of  his  committee 
where  there  was  a  vote  to  sustain  reve- 
nue sharing  by  a  count  of  29  to  15. 

The  gentleman  from  Massachusetts 
[Mr.  CoNTE]  spoke  about  how  the  Ap- 
propriations Committee  has  begun  to 
exercise  all  consuming  power.  But  look 
at  what  is  before  us  now.  We  have  a 
bill  which  was  never  adopted  by  the 
Appropriations  Committee,  is  directly 
opposite  to  what  was  reported  out  by 
the  Appropriations  Committee,  and 
yet  the  Rules  Committee  makes  that 
continuing  resolution  in  order.  Shame, 
shame  on  any  and  all  of  us  who  are 
willing  to  sit  still  and  accept  that  kind 
of  abuse  and  distortion  and  misuse  of 
the  legislative  process. 

The  Revenue  Sharing  Program  is  as 
much  needed  today  as  it  has  ever 
been.  There  are  communities,  mostly 
the  small  towns  across  this  country, 
that  are  indeed  in  economic  distress.  I 
am  not  making  that  up.  You  look  at 
any  of  the  business  and  financial  and 
economic  pages,  and  you  know  it.  For 
the  most  part  the  large  cities  will  get 
along,  but  rural  America  and  small- 


town America,  are  in  desperate  straits. 
Many  of  those  communities  survive 
fiscally  only  because  of  the  Revenue 
Sharing  Program.  Thirty-nine  thou- 
sand communities  across  this  country 
receive  it.  It  is  a  targeted  program.  It 
is  targeted  by  the  very  formula  for  dis- 
tribution of  those  funds.  Many  of 
those  communities,  if  you  cut  out  gen- 
eral revenue  sharing,  will  not  have  the 
legal  power  to  adopt  taxes  to  replace 
the  loss  even  if  they  had  the  fiscal  ca- 
pacity to  do  so.  They  are  depending  on 
the  commitments  made  by  Members  of 
this  body  and  the  other  body  to  the 
local  officials  across  this  country  that 
we  would  stand  up  for  revenue  shar- 
ing. 

Revenue  sharing  is  not  dead.  Reve- 
nue sharing  is  alive.  If  you  vote  down 
this  rule  and  insist  that  the  Rules 
Committee  allow  us  a  fair  vote  up  and 
down  on  the  General  Revenue  Sharing 
Program  it  will  continue.  It  is  within 
your  hands.  Do  not  let  anyone  else 
take  that  power  away  from  you. 

Mr.  YATES.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  WEISS.  I  yield  to  the  gentleman 
from  Illinois. 

Mr.  YATES.  Mr.  Speaker,  I  agree 
with  the  gentleman's  views,  and  I 
intend  to  vote  against  the  rule. 

Mr.  LOTT.  Mr.  Speaker,  I  yield  2 
minutes  to  the  gentleman  from  Cali- 
fornia [Mr.  Lewis]. 

Mr.  LEWIS  of  California.  Mr.  Speak- 
er, I  thank  the  gentleman  for  yielding 
this  time  to  me. 

Mr.  Speaker.  I  rise  to  have  initially  a 
colloquy,  if  I  can,  with  the  chairman 
of  the  Appropriations  Committee  [Mr. 
Whitten]. 

I  say  to  the  gentleman  please  bear 
with  me,  if  you  will,  but  I  must  say 
that  I  am  a  bit  confused  by  this  proc- 
ess at  this  moment,  for  I  understand 
that  what  this  rule  is  all  about  is— it  is 
coming  to  us  in  a  fashion  where  reve- 
nue sharing  will  not  be  included;  is 
thftt  correct^ 

Mr.  WHI-TTEN.  Mr.  Speaker,  that  is 
correct. 

May  I  correct  some  statements  that 
have  been  made  by  my  friend,  the  gen- 
tleman from  Massachusetts,  when  the 
gentleman  referred  to  cutting  all  these 
health  programs,  it  was  not.  It  might 
have  reduced  the  increase  for  which 
they  asked  by  a  little  bit  if  they  had 
applied  it  there— but  that  was  not  nec- 
essary. 

In  this  .bill  before  us  we  have  $4.2 
billion  increase  in  carryover  for  the 
military.  I  want  to  call  the  Members' 
attention  to  that. 

Mr.  LEWIS  of  California.  Mr.  Speak- 
er, one  of  the  problems  that  I  have 
with  the  continuing  resolution  process 
is  that  it  is  no  longer  a  continuing  res- 
olution, but  rather  a  means  of  lump- 
ing all  kinds  of  appropriations  and  au- 
thorization bills  together  and  ignoring 
the  committees. 
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The  Appropriations  Committee,  if  I 
am  not  mistaken,  voted,  and  you  may 
correct  me— did  we  not  vote  29  to  15  to 
put  that  revenue-sharing  package  in 
this  bill?     

Mr.  WHITTEN.  That  is  correct.  The 
bill  is  exactly  the  same  as  the  bill  that 
they  had  before  the  committee  except 
revenue  sharing  is  stricken  and  there 
is  an  across-the-board  cut  for  the  drug 
program.  All  we  need  to  do  is  get  the 
Rules  Committee  to  report  out  the 
other  bill. 

Mr.  LEWIS  of  California.  It  is  not 
exactly  the  same  bill  that  came  out  of 
the  Appropriations  Committee,  is  it? 
Did  we  not  vote  to  put  revenue  shar- 
ing in  the  bill  in  the  Appropriations 
Committee? 

Mr.  WHITTEN.  They  have  prohibit- 
ed us  from  doing  it  in  this  rule.  But  I 
do  say  that  they  deliberately  did  that. 

The  resolution  which  the  committee 
reported  is  now  pending  before  the 
Rules  Committee  with  the  revenue 
sharing  in  it.  If  we  could  adjourn  here 
and  get  them  to  go  back  and  bring  a 
rule  on  that  bill,  a  resolution,  we 
would  have  it  made. 

Mr.  DERRICK.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  2  min- 
utes to  the  gentleman  from  Wisconsin 
[Mr.  Obey]. 

Mr.  OBEY.  Mr.  Speaker,  I  want  to 
urge  all  of  you  to  vote  for  this  rule.  I 
ask  you  to  do  that  because  it  recog- 
nizes reality. 

Gramm-Rudman  killed  revenue 
sharing  the  day  it  was  passed.  It  is  im- 
portant for  people  to  understand  that. 
The  only  way  that  revenue  sharing 
can  survive  under  Gramm-Rudman 
would  be  for  the  House  to  adopt  an 
across-the-board  cut  in  many  other 
programs,  including  programs  that 
provide  additional  local  aids  to  com- 
munities. You  can  do  that  if  you  want, 
but  it  means  that  you  will  be  cutting 
UDAG,  cutting  assisted  housing,  cut- 
ting elderly  and  handicapped  housing, 
cutting  emergency  food  and  shelter, 
cutting  low-income  energy  aid,  cutting 
EPA  construction  grants,  cutting  high- 
ways and  mass  transit  and  cutting  a 
number  of  other  items  that  are  vital  to 
local  communities,  just  as  vital  as  reve- 
nue sharing  is. 

The  other  problem  if  you  turn  down 
this  rule  is  that  you  will  do  this.  You 
can  resurrect  revenue  sharing  for 
about  2  weeks.  But  then  as  it  works 
through  the  conference,  revenue  shar- 
ing is  going  to  go  down  anyway.  It  will 
be  killed  anyway. 

What  will  not  be  killed  are  the  addi- 
tional cuts  in  all  of  those  domestic  and 
local  aid  programs  which  would  have 
been  accepted  in  order  to  temporarily 
fund  revenue  sharing. 

So  if  you  vote  against  this  rule 
today,  you  will  be  posing  for  political 
holy  pictures  on  revenue  sharing  and 
you  will  be  fooling  your  local  officials 
into  thinking  you  are  saving  revenue 
sharing,  but  the  fact  is  that  revenue 


sharing  will  not  survive  the  confer- 
ence. It  will  not  survive  the  process 
before  we  get  out  of  here.  The  only 
thing  you  will  have  made  inevitable  is 
an  additional  series  of  cuts,  so  that  the 
effect  will  be  that  localities  will  accept 
a  double  cut.  They  will  be  cut  on  reve- 
nue sharing  and  also  the  other  target- 
ed programs  which  they  rely  on  in  this 
bill. 

I  urge  you  to  stick  with  the  Rules 
Committee  and  support  the  rule. 

Mr.  LOTT.  Mr.  Speaker,  I  yield  1 
minute  to  the  gentleman  from  Penn- 
sylvania [Mr.  Ridge]. 

Mr.  RIDGE.  Mr.  Speaker,  I  thank 
the  gentleman  for  yielding  this  time  to 
me. 

Mr.  Speaker,  I  rise  in  strong  opposi- 
tion to  the  rule.  I  want  to  remind  my 
colleagues  that  since  1980  through 
1985  we  have  reduced  the  Federal 
Government's  commitment  to  local 
programs  approximately  24  percent. 

In  Pennsylvania  in  1985,  almost  9 
percent  of  the  total  available  tax  reve- 
nue for  local  programs  for  municipali- 
ties came  from  general  revenue  shar- 
ing. 

It  is  a  flexible  program.  It  enables 
our  communities  with  eroding  and 
contracting  tax  bases  to  provide  a 
practical  social  and  economic  safety 
net.  It  is  a  very  efficient  program. 
Only  about  2  percent  of  the  total  reve- 
nue in  revenue  sharing  itself  is  used 
for  administration  costs.  It  is  an  effi- 
cient, effective,  flexible  program.  It  is 
probably  the  best  program  in  the 
entire  bill  and  the  Rules  Committee 
has  not  only  deleted  it  from  the  con- 
tinuing resolution,  but  also  refuses  to 
give  the  Members  a  separate  vote.  My 
colleagues  and  I  deserve  an  up  or  down 
vote  on  general  revenue  sharing.  I 
urge  my.  colleagues  to  vote  no  so  we 
are  given  that  opportunity. 

D  1815 

Mr.  DERRICK.  Mr.  Speaker,  I  yield 
such  time  as  he  may  consume  to  the 
gentleman  from  South  Dakota  [Mr. 
Daschle]. 

Mr.  DASCHLE.  I  thank  the  gentle- 
man for  yielding  time  to  me. 

Mr.  Speaker,  I  am  disappointed  that  the 
Rules  Committee  decided  last  night  to  reverse 
its  initial  position  and  delete  funding  for  the 
General  Revenue  Sharing  Program  from 
House  Joint  Resolution  730,  the  continuing 
resolution  for  fiscal  year  1 987.  I  object  to  this 
initiative  on  both  substantive  and  procedural 
grounds. 

It  is  no  secret  that  I  am  a  strong  supporter 
of  the  General  Revenue  Sharing  Program.  I 
am  a  cosponsor  of  H.R.  1400,  which  would  re- 
authorize GRS,  and  I  support  the  inclusion  of 
continued  funding  for  the  program  in  the  con- 
tinuing resolution.  General  revenue  sharing  Is 
very  important  to  my  State,  particularly  in  this 
time  of  painful  economic  contraction  in  rural 
America. 

I  personally  believe  that  deficit  reduction 
and  revenue  sharing  are  not  mutually  exclu- 
sive; it  is  reasonable  and  necessary  to  support 


both.  Indeed,  passing  the  debt  on  to  the  local 
level  through  the  elimination  of  revenue  shar- 
ing is,  in  the  long  term,  both  unreasonable 
and  unnecessary. 

I  understand  that  many  Members  do  not 
agree  and  have  reservations  atxjut  this  pro- 
gram. Both  points  of  view  should  be  aired 
during  debate  on  the  continuing  resolution. 

The  budget  process  is  an  exercise  in  fash- 
ioning our  national  priorities.  The  House 
should  not  be  denied  an  opportunity  to  indi- 
cate where  it  ranks  general  revenue  on  its  list 
of  our  national  priorities.  Yet,  that  is  precisely 
the  result  of  the  amended  rule  drafted  by  the 
Rules  Committee  last  night. 

Mr.  Speaker,  I  urge  that  the  House  reject 
this  aile  so  that  the  body  can  vote  on  whether 
or  not  it  wishes  to  continue  the  General  Reve- 
nue Sharing  Program. 

Mr.  DERRICK.  Mr.  Speaker,  I  yield 
2  minutes  to  the  gentleman  from 
Texas  [Mr.  Brooks  1. 

Mr.  BROOKS.  I  thank  the  gentle- 
man for  yielding  me  this  time. 

Mr.  Speaker,  let  me  just  say  that  the 
Members  know  that  for  14  years  now  I 
have  been  against  revenue  sharing. 
This  is  nothing  new.  I  always  said  it 
was  bom  in  sin  and  raised  in  Iniquity. 
I  know  that  you  all  have  liked  it;  some 
people  like  a  little  sin.  You  all  have 
enjoyed  it;  my  mayors  have  liked  it; 
my  county  judges  have  liked  it;  my 
Governors  used  to  like  it  before  they 
gutted  the  Governors.  They  cut  them 
out,  you  know.  They  started  the  pro- 
gram, the  Governors.  They  had  to  get 
the  mayors  in  with  them  because  they 
would  not  have  the  votes  to  pass  it. 
Then,  when  things  got  tight,  who  did 
they  throw  off  the  back  of  the  cart 
first  for  the  wolves?  The  Governors.  It 
was  just  kind  of  ironic,  but  that  is 
what  happened.  Those  of  you  who  do 
not  remember;  I  do.  I  thought  that 
was  kind  of  interesting.  That  saved 
about  $3  billion  a  year. 

Now,  we  have  got  a  chance  to  save 
$3.5  billion  and  keep  that  whole  $4.8 
billion  off  of  our  budget  deficit.  We 
borrow  this  money,  you  know.  We  are 
not  earning  this  money  the  old-fash- 
ioned way.  We  are  borrowing  this 
money.  Every  nickel  of  it. 

We  have  got  a  $230  billion  deficit 
now.  Next  year,  it  will  be  over  $200  bil- 
lion, and  if  we  stay  with  this  Gramm- 
Rudman  foolishness,  we  will  have  to 
cut  it  to  $108  billion. 

This  rule  means  that  we  will  not 
have  that  $3.5  billion.  Let  us  just  face 
it.  We  have  had  revenue  sharing  for  14 
years  and  you  know  how  much  money 
they  have  spent  on  it?  Do  you  have 
any  idea?  $83  billion.  I  think  that  is 
enough. 

The  Goverrmient  does  not  have  any 
money.  The  U.S.  Government  does  not 
have  any  surplus.  It  was  the  best 
named  program  that  I  ever  saw.  Reve- 
nue sharing;  just  think  of  it.  It  sounds 
good;  you  have  got  lots  of  money,  you 
share  it  with  people.  It  sounds  good. 
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but  it  was  fallacious  from  the  begin- 
ning. 

There  is  no  reason  for  it.  We  should 
vote  for  this  rule. 

Mr.  LOTT.  Mr.  Spealier,  1  yield  5 
minutes  to  the  gentleman  from  Texas 
[Mr.  Armey]. 

Mr.  ARMEY.  I  thank  the  gentleman 
for  yielding  me  this  time. 

Mr.  Speaker,  it  seems  fairly  evident 
that  there  is  a  lot  of  dissatisfaction 
with  this  rule.  The  absence  of  revenue 
sharing  and  across-the-board  cuts. 
Well,  fortunately,  I  and  my  good 
friend,  the  gentleman  from  Ohio  [Mr. 
Traticant]  have  the  solution  right 
here  at  hand.  Mr.  Speaker,  when  this 
debate  is  over,  I  am  going  to  ask  the 
Members  of  this  body  to  vote  "no"  on 
the  moving  of  the  previous  question  so 
that  I  will  then  be  able  to  offer  an 
amendment  that  will  solve  all  of  our 
nroblems. 

The  amendment  that  I  speak  of 
would  allow  me  to  amend  the  rule  to 
make  in  order  and  to  protect  from 
points  of  order  three  amendments. 
One  that  I  will  make  and  one  that  I 
approve  of  would  extend  to  the  Presi- 
dent line-item  veto  authority  with  a 
50-percent  or  majority  override  in  the 
House,  enabling  him  then  to  make 
those  selective  and  necessary  cuts  that 
we  have  been  unable  to  make  here  on 
the  largest  single  expenditure  of 
money  in  the  history  of  the  human 
race. 

This  will  give  our  President  a  chance 
to  pass  the  cuts  after  we  have  passed 
the  buck.  In  addition  to  that,  to  pro- 
vide a  further  solution  to  the  problem, 
my  amendment  to  the  rule  would 
make  in  order  and  protect  from  points 
of  order  two  amendments  from  Mr. 
Traficant.  Since  I  would  probably  not 
support  his  amendments,  I  will  let  him 
describe  them.  But  let  me  say,  before  I 
yield  to  Mr.  Traficant,  he  does  not 
support  the  amendment  I  propose;  I 
do  not  support  the  two  amendments 
that  he  proposes,  but  we  support  the 
right  of  each  other  to  offer  the 
amendments  and  the  right  of  the  body 
to  have  an  opportunity  to  hear  the 
debate  and  vote  on  the  amendments 
on  behalf  of  the  American  people. 

Mr.  TRAFICANT.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  ARMEY.  I  yield  to  the  gentle- 
man from  Ohio. 

Mr.  TRAFICANT.  I  thank  the  gen- 
tleman for  yielding  to  me. 

Mr.  Speaker.  I  do  not  support  a  line- 
item  veto  for  the  President.  But  I  do 
believe  that  everybody's  philosophy 
and  ideology  should  be  able  to  be 
brought  forward  to  this  floor.  It 
should  not  be  blocked  in  a  rule  that 
has  excluded  Members'  views  or  given 
us  an  opportunity  to  have  our  legisla- 
tive remedies  brought  for  a  vote. 

My  two  amendments  would  be  as  fol- 
lows: No.  1.  it  would  sustain  and  keep 
revenue  sharing  in  the  bill,  and  No.  2. 
it  would  offer  and  give  a  buy  Ameri- 


can. 5-percent  weighted  advantage  to 
this  massive  spending  bill,  if  it  is  made 
and  assembled  in  America,  with  50 
percent  domestic  content. 

So  now.  even  though  philosophically 
we  are  as  far  apart  as  could  be  in  the 
spectrum  here.  Mr.  Armey  and  myself, 
however,  we  agree  to  disagree  and  I 
believe  he  has  a  right  to  be  heard  and 
I  believe  that  the  minority  side  has  a 
right  to  have  their  major  issues 
brought  before  this  body. 

In  addition  to  that,  I  think  Members 
like  myself  who  work  very  hard,  who 
represent  districts  that  are  literally 
fractured,  have  an  opportunity  to  be 
heard  as  well. 

So  if  we  would  defeat  the  previous 
question,  we  would  have  an  opportuni- 
ty to  have  a  vote  up  or  down  on  those 
three  amendments.  If  you  are  for  reve- 
nue sharing,  you  would  have  a  chance. 
I  do  not  know  what  other  way  to  bring 
it.  If  you  are  for  trying  to  have  a 
weighted  advantage  for  American 
firms  and  hold  down  this  rape  of  our 
industry  in  this  country,  you  would 
have  a  shot.  If  you  believe  in  the 
President  having  a  line-item  veto,  you 
would  have  that  shot. 

I  stand  here  today  with  Mr.  Armey. 
Although  we  disagree,  we  do  agree 
that  we  should  have  an  opportunity  to 
bring  to  this  body  these  important 
points  that  we  feel  are  necessary  to 
the  bill. 

Mr.  ARMEY.  Let  me  again  mention, 
if  you  would  like  to  see  the  President 
have  a  line-item  veto  or  like  to  see  the 
issue  heard,  vote  "no"  on  ordering  the 
previous  question.  If  you  would  like  to 
see  a  special  amendment  for  preferen- 
tial treatment  of  American  business, 
vote  "no"  on  the  previous  question. 

If  you  would  like  to  see  revenue 
sharing  be  heard,  vote  "no"  on  the 
previous  question.  If  we  defeat  the 
previous  question  and  we  pass  this 
amendment,  you  will  have  to  defeat 
the  rule.  We  will  all  have  a  chance  to 
have  our  issues  heard. 

I  thank  the  body  for  their  attention; 
I  thank  Mr.  Traficant  for  his  partici- 
pation; I  thank  the  gentleman  from 
Mississippi  for  his  time;  and  I  thank 
the  body  for  their  "no"  votes  on  order- 
ing the  previous  question. 

Mr.  DERRICK.  Mr.  Speaker,  I  yield 
30  seconds  to  the  gentleman  from 
West  Virginia  [Mr.  Rahall]. 

Mr.  RAHALL.  I  thank  the  gentle- 
man for  yielding  me  this  time. 

Mr.  Speaker,  I  find  that  I  must 
oppose  this  rule  today,  although  the 
continuing  resolution  does  contain 
vital  funding  for  programs,  projects 
and  activities  funded  in  the  13  regular 
appropriations  bills  for  fiscal  year 
1987  which  I  have  fully  supported. 

Despite  the  fact  that  the  Appropria- 
tions Committee  voted  29  to  15  to  in- 
clude moneys  for  general  revenue 
sharing  in  the  continuing  resolution, 
the  bill  before  us  today  includes  no 
funding  for  this  program  which  has 


proven  so  vital  to  communities  not 
only  in  my  home  State  of  West  Vir- 
ginal, but  throughout  this  Nation.  The 
Rules  Committee,  in  reporting  this 
rule,  has  refused  to  grant  Members  of 
the  House  the  opportunity  to  vote  on 
retaining  revenue  sharing.  We  must  be 
given  that  opportunity. 

Mr.  Speaker,  many  counties  in  the 
true  heartland  of  America  are  facing 
high  unemployment  rates  today.  They 
are  nearly  bankrupt.  Without  revenue 
sharing  these  counties  will  die  com- 
pletely. At  the  same  time  that  this 
rule  rejects  revenue  sharing,  it  clears 
the  way  for  $100  million  in  aid  to  the 
Nicaraguan  Contras  in  Central  Amer- 
ica. I  see  this  as  our  last  opportunity 
to  say  "no"  to  this  ill-advised  policy. 

Mr.  Speaker,  how  can  we  in  good 
conscience  ignore  the  true  Central 
America? 

Mr.  DERRICK.  Mr.  Speaker.  I  yield 
1  minute  to  the  gentleman  from  Min- 
nesota [Mr.  Sabo]. 

Mr.  SABO.  I  thank  the  gentleman 
for  yielding  me  this  time. 

Mr.  Speaker.  I  rise  in  strong  support 
of  this  rule.  The  question  before  us 
today  is  whether  we  are  going  to  live 
with  the  budget  targets  we  set  in  our 
budget  resolution.  We  are  here  be- 
cause we  passed  Gramm-Rudman 
which  set  budget  targets  for  this  fiscal 
year.  We  then  passed  a  budget  resolu- 
tion which  set  the  budget  authority  in 
the  outlay  projections  for  the  upcom- 
ing fiscal  year. 

The  appropriations  continuing  reso- 
lution as  it  is  before  us  under  this  rule 
meets  those  guidelines.  The  bill  that 
initially  came  out  of  committee  did 
not  meet  those  guidelines.  Any  as- 
sumption that  somehow  if  we  defeat 
this  rule  we  can  go  back  and  pass  a 
continuing  resolution  which  picks  up 
revenue  sharing  and  which  pays  no  at- 
tention to  the  budget  outlay  projec- 
tions of  this  year  I  think  is  pure  non- 
sense. 

D  1825 

To  defeat  the  rule  does  not  pass  rev- 
enue sharing.  It  simply  puts  us  into 
chaos.  Let  us  move  the  process  for- 
ward. It  is  a  good  continuing  resolu- 
tion. The  committee  has  done  a  good 
job  on  the  specific  appropriations  bills. 

Within  the  defense  bill,  we  have  im- 
portant arms  control  provisions.  Let  us 
pass  that  bill  and  pass  this  rule. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  South  Carolina  [Mr. 
Derrick]  has  SVi  minutes  remaining, 
and  the  gentleman  from  Mississippi 
[Mr.  Lott]  has  2  minutes  remaining. 

Mr.  LOTT.  Mr.  Speaker.  I  yield  1 
minute  to  the  gentleman  from  Minne- 
sota [Mr.  Prenzel]. 

Mr.  FRENZEL.  Mr.  Speaker,  I  want 
to  join  my  colleague,  the  gentleman 
from  Minnesota  [Mr.  Sabo].  in  sug- 
gesting that  we  should  pass  the  previ- 
ous question  and  the  rule.  With  un- 
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characteristic  responsibility,  the  Com- 
mittee on  Rules  did  not  accept  a  list  of 
about  20  amendments,  3  of  which  are 
the  ones  that  are  sought  to  be  offered 
on  the  floor. 

Despite  my  affection  for  the  gentle- 
man from  Texas  [Mr.  Armey]  and  for 
his  amendment,  it  seems  to  me  that 
we  simply  get  ourselves  into  very  deep 
trouble  if  we  do  not  pass  this  rule.  The 
one  time  the  Committee  on  Rules  has 
made  some  sense,  I  think  they  ought 
to  be  sustained. 

I  hope  you  will  vote  for  the  previous 
question  and  for  the  rule. 

Mr.  LOTT.  Mr.  Speaker,  I  yield 
myself  the  balance  of  our  time. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Mississippi  [Mr.  Lott] 
is  recognized  for  1  minute. 

Mr.  LOTT.  Mr.  Speaker,  I  would  like 
to  also  echo  the  remarks  of  the  gentle- 
man from  Minnesota  and  make  it  per- 
fectly clear  what  I  was  saying  earlier 
today  with  regard  to  the  rule. 

This  is  not  the  way  I  would  like  for 
this  rule  to  be  written,  but  I  want  to 
emphasize  to  the  body,  and  particular- 
ly on  this  side  of  the  aisle,  that  I  think 
we  should  vote  for  the  previous  ques- 
tion and  we  should  vote  for  the  rule. 
The  rule  is  not  going  to  get  any  better, 
from  our  vantage  point  or  from  this 
institution's  vantage  point.  It  will  get 
worse. 

Those  of  you  over  there  who  are 
thinking  it  will  get  better  because  you 
will  get  something  you  want  in  there, 
let  me  tell  you,  there  are  some  amend- 
ments on  here  that  the  Members  are 
not  going  to  think  is  better.  There  are 
19  of  them. 

Once  we  open  this  door,  it  is  going  to 
be  a  flood.  I  think  we  ought  to  go 
ahead  and  vote  for  the  previous  ques- 
tion, vote  for  the  rule,  as  unattractive 
as  it  is,  because  it  will  only  get  worse  if 
we  defeat  it  here  today  and  it  has  to 
go  back  to  the  Committee  on  Rules. 

Then  we  can  do  our  battle  on  the 
bill  itself.  So  vote  for  the  previous 
question,  for  the  rule,  and  we  can  vote 
against  the  continuing  resolution. 

Mr.  DERRICK.  Mr.  Speaker,  I  yield 
myself  30  seconds. 

Mr.  Speaker,  I  stand  up  in  strong 
support  of  this  rule.  The  Members 
ought  to  look  at  the  alternatives 
before  they  start  voting  against  this 
rule,  because  what  is  going  to  be 
brought  about  is  chaos. 

What  the  Members  are  going  to  be 
doing  if  they  vote  against  this  rule  is 
voting  for  a  substantial  cut  in  national 
defense,  as  much  as  $3  billion.  For 
thosje  of  us  who  are  very  concerned 
about  our  national  defense  posture,  I 
would  think  long  and  hard  before  I 
voted  against  this  rule. 

As  far  as  revenue  sharing  is  con- 
cerned, the  Committee  on  the  Budget 
said,  "Sure,  we  support  revenue  shar- 
ing provided  you  want  to  find  the  reve- 
nue to  finance  it." 


We  are  here  today  because  we  voted 
in  Gramm-RudmanrHollings.  We  are 
not  here  today  because  of  this  particu- 
lar rule.  If  I  might  very  humbly,  and 
with  a  great  deal  of  respect,  suggest  to 
my  colleagues  here,  it  is  time  we 
buckle  up  our  britches  and  understand 
that  we  have  to  live  up  to  some  of  the 
things  we  have  been  talking  about. 

Mr.  Speaker,  I  yield  the  balance  of 
our  time  to  the  gentleman  from  Texas 
[Mr.  Wright],  the  distinguished  ma- 
jority leader. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Texas  [Mr.  Wright], 
is  recognized  for  5  minutes. 

Mr.  WRIGHT.  Mr.  Speaker,  I  rise  in 
support  of  the  rule  and  I  plead  with 
all  my  colleagues  to  vote  for  it.  This  is 
a  responsible  rule. 

The  alternative  is  institutional  disar- 
ray. If  we  fail  to  pass  this  rule  5  days 
before  the  end  of  this  fiscal  year,  we 
invite  the  kind  of  institutional  disorga- 
nization that  will  vastly  complicate 
our  task  that  confronts  us. 

This  rule  is  a  responsible  rule  be- 
cause it  holds  total  spending  to  the 
level  that  was  mandated  by  the  House 
itself  in  our  resolution  on  the  budget. 
It  is  a  responsible  rule  because,  by  its 
adoption  in  conjunction  with  the 
other  matters  we  voted  on  this  week, 
we  guarantee  that  Gramm-Rudman 
sequestration  will  not  fall  across  the 
board  and  reduce  both  military  and 
domestic  expenditures  to  a  level  far 
lower  than  that  which  all  of  us  feel  is 
necessary. 

Sometimes  the  President  has  found 
it  attractive  to  criticize  the  Congress 
for  use  of  the  continuing  resolution. 
In  years  past,  President  Reagan  often 
has  castigated  Congress  in  general  on 
the  ground  that  we  have  substituted  a 
continuing  resolution  for  the  regular 
appropriation  bills.  What  he  really 
should  have  been  saying  was  that  the 
other  body  had  not  acted  upon  those 
bills. 

This  House  has  acted  in  a  responsi- 
ble way  year  after  year  on  fiscal  re- 
straint. We  have  passed  the  appropria- 
tions bills  this  year,  practically  all  of 
them,  all  in  fact  but  2  of  them.  The 
other  body,  at  the  Labor  Day  recess, 
had  passed  only  1  of  the  13.  As  of 
this  moment,  5  days  before  the  end  of 
the  fiscal  year,  they  still  have  seven 
remaining.  Clearly  the  House  is  not  to 
blame.  Because  of  the  failure  of  the 
Senate  to  act,  however,  we  must  pass 
the  continuing  resolution. 

The  total  appropriations  levels  are 
something  we  need  to  talk  about,  too. 
Here  also  we  behave  responsibly.  We 
are  under  constraints  that  we  imposed 
upon  ourselves  when  we  adopted  the 
Gramm-Rudman  budget  process. 
Those  constraints  require  us  to  live 
within  certain  limits. 

Today,  we  are  living  within  those 
limits.  Senator  Hatfield  told  the 
President  just  about  a  year  ago,  in  my 
presence,    after    the    President    had 


pleaded  with  us  not  to  reduce  his  re- 
quest for  military  expenditures,  that 
in  the  years  of  his  Presidency,  Con- 
gress had  given  to  the  President  an  86- 
percent  increase,  after  we  adjust  for 
inflation,  in  military  expenditures,  but 
had  imposed  upon  the  domestic  econo- 
my of  the  United  States  a  total  34-per- 
cent decrease  in  all  discretionary  do- 
mestic expenditures. 

Within  those  frameworks,  we  have 
kept  expenditures  each  year  below  the 
total  level  that  the  President  had  re- 
quested. So  we  have  behaved  in  a  fis- 
cally responsible  way. 

Obviously,  some  of  our  cherished  ob- 
jectives have  had  to  suffer.  I  sympa- 
thize with  those  who  like  revenue 
sharing.  The  mayor  of  my  city  says  it 
is  the  very  best  thing  that  he  could 
possibly  have.  But  we  cannot  have 
that  and  have  all  of  these  other 
things,  too. 

It  was  the  distinguished  minority 
leader,  the  gentleman  from  Illinois 
[Mr.  Michel],  who,  in  the  Committee 
on  Appropriations,  made  the  motion 
to  strip  the  revenue  sharing  from  the 
bill;  not  because  we  dislike  revenue 
sharing,  but  because  we  have  no  reve- 
nue to  share  and  because  we  do  desire 
to  live  within  the  framework  of  the 
budget. 

Yesterday  and  today,  we  have  taken 
two  steps  which  may  make  it  infinitely 
more  difficult  for  us  next  year  and  the 
succeeding  years  to  come  up  to  the 
targets  that  we  have  set  for  ourselves 
in  Gramm-Rudman.  Next  year,  we 
must  reach  a  $108  billion  deficit, 
which  means  we  must  find  some  $45 
billion  more  than  this  year,  either  in 
revenues  or  in  additional  cuts  in  ex- 
penditures, if  we  are  to  meet  that 
target. 

That  is  not  going  to  be  easy  at  all. 
Yesterday,  we  passed  a  reconciliation 
bill  which  consists  mostly  of  predated 
checks  that  we  can  put  in  the  bank 
this  year,  and  it  means  that  we  do  not 
get  them  next  year,  as  otherwise  we 
would,  and  in  asset  sales,  which  actual- 
ly means  that,  over  the  long  pull,  we 
are  giving  away  income  that  otherwise 
would  be  coming  to  the  United  States 
so  that  we  can  make  the  appearance  of 
meeting  our  budget  targets  this  year. 

It  is  as  though  you,  as  a  family,  had 
sold  the  family  business  and  eaten  up 
the  proceeds  this  year  and  then  tried 
to  convince  yourselves  that  you  were 
not  going  into  debt. 

Let  us  not  deceive  ourselves.  If  we 
are  to  be  responsible,  if  we  are  going 
to  meet  these  targets  that  we  set  for 
ourselves  in  Gramm-Rudman,  we  will 
pass  this  bill  today.  If  we  are  to  be  re- 
sponsible, if  we  are  not  going  to  go  fur- 
ther into  debt  and  make  it  harder  and 
harder  for  us  next  year,  we  will  face 
the  President  and  the  Nation  squarely 
and  we  will  say,  "We  have  met  our  ob- 
ligation. We  have  done  that  which  we 
said  we  would  do.  We  have  passed  this 
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bill.  We  have  stayed  within  the  limits. 
We  have  met  our  budgetary  obliga- 
tions." 

It  is  going  to  be  hard  enough  at  best. 
It  will  be  infinitely  more  difficult  if  we 
reject  this  rule  and  come  in  here  with 
a  Pandora's  box  of  different  claimants 
all  asking  for  more  and  more  and  ever 
more  of  the  money  that  does  not  exist. 

This  situation  was  created  by  a 
policy  over  the  last  6  years  of  reducing 
the  revenues  that  come  to  the  Govern- 
ment through  the  1981  tax  cut,  pri- 
marily, by  $135  billion  a  year,  at  the 
same  time  we  were  increasing  military 
spending  by  two  times. 

In  the  time  of  Harry  Truman,  we 
fought  the  entire  Korean  war  without 
adding  I  penny  to  the  national  debt.  I 
call  for  that  same  kind  of  dedication.  I 
call  on  my  colleagues  to  face  the  fact 
that  next  year,  we  are  going  to  have  to 
replace  some  of  those  revenues. 

I  voted  against  the  tax  reform  today, 
not  because  I  am  against  tax  reform, 
but  because  I  apprehended  that  it  was 
going  to  make  it  harder  in  the  future, 
that  the  short-term  revenue  windfall 
was  going  to  be  a  long-term  revenue 
shortfall.  Maybe  I  am  wrong.  I  hope  I 
am. 

I  was  wrong  once  on  a  tax  bill  in 
1962  or  1963  when  President  Kennedy 
said  that  the  investment  tax  credit 
would  actually  increase  our  revenue.  I 
did  not  believe  it.  I  could  not  conceive 
of  it.  but  he  was  right  and  I  was 
wrong. 

Let  me  hope  that  I  was  wrong  today 
in  my  apprenhension  that  this  attrac- 
tive so-called  reform  will  actually 
reduce  revenues,  but  it  will  not  in- 
crease revenues. 

D  1835 

There  are  no  more  revenues,  and  as 
long  as  the  President  adamantly,  in- 
cessantly, implacably,  intractably,  tells 
us  that  no  revenue  measure  for  the 
purpose  of  reducing  the  deficit  will  re- 
ceive his  signature,  then  we  have  to 
face  as  best  we  can  the  hard  rock  re- 
sponsibility of  being  responsible.  That 
is  what  I  ask  you  to  do  today. 

Vote  for  the  rule,  vote  for  the  previ- 
ous question  and  then  vote  for  the 
continuing  resolution. 

Mr.  JEFFORDS.  Mr.  Speaker,  I  rise  in  ob- 
jection to  the  rule  we  have  before  us  today. 

First,  I  would  like  to  express  my  deep  dis- 
couragement and  concern  with  the  continuing 
breakdown  of  the  budget  process.  While  the 
House  worked  hard  to  approve  11  of  the  13 
annual  appropriations  bills,  floor  consideration 
did  not  begin  until  June  25.  2  days  before  we 
were  supposed  to  have  finished  all  13  bills. 
The  Senate  has  only  acted  on  a  few  of  these 
bills,  and  just  one  bill  has  made  it  through 
conference— the  legislative  appropriations  bill. 
In  addition,  the  fiscal  year  1987  budget  resolu- 
tion was  not  completed  until  June  26,  2% 
months  behind  the  schedule  approved  by 
Congress  last  year. 

Now  we  find  ourselves,  just  5  days  before 
the  end  of  the  fiscal  year,  attempting  to  dis- 


pose of  all  our  budgetary  obligations  in  one 
vote  on  an  oversized  continuing  resolution. 
Faced  with  a  closed  rule  providing  for  only  2 
hours  of  general  debate  and  making  in  order 
only  one  amendment,  Members  are  effectively 
waving  their  fiscal  responsibilities  to  their  con- 
stituents. I  find  this  process  very  disheartening 
and  a  disturbing  sign  of  congressional  paraly- 
sis. 

Gramm-Rudman's  targets  for  deficit  reduc- 
tion are  t>earing  down  upon  us,  attempting  to 
scare  Congress  into  making  the  tough  deci- 
sions necessary  to  reduce  the  deficit.  This 
continuing  resolution,  together  with  the  recon- 
ciliation bill  we  passed  yesterday,  is  supposed 
to  put  the  budget  within  range  of  the  $144  bil- 
lion Gramm-Rudman  deficit  target.  However,  I 
am  afraid  that  after  these  spending  bills  go 
into  effect,  we  will  find  the  deficit  climbing 
higher  than  predicted,  leaving  us  no  closer  to 
real  reductions  in  Federal  spending. 

For  the  reasons  stated  above,  I  also  object 
to  attempts  to  rewrite  the  farm  bill  on  the  con- 
tinuing resolution.  However,  I  understand  the 
concerns  of  the  gentleman  from  Massachu- 
setts [Mr.  CoNTE]  and  have  supported  similar 
moves  in  the  Agriculture  Committee.  I  note 
with  approval,  however,  that  the  Dairy  Pro- 
gram, the  only  major  agricultural  program  in 
which  Government  costs  are  being  reduced,  is 
not  included  in  this  provision.  This  is  noted  in 
the  committee  report.  The  following  statement 
from  the  Department  of  Agriculture,  which  has 
been  confirmed  by  the  Department's  general 
counsel,  Charles  Hicks,  also  makes  this  clear. 
Let  me  read  this  statement  to  my  colleagues: 
It  is  the  position  of  the  Department  that 
the  amendment  introduced  by  Congressman 
Conte  on  September  16  involving  payment 
limitations  does  not  apply  to  the  amounts 
received  under  the  dairy  price  support  pur- 
chase program.  The  amendment  relates  to 
1986  and  1987  crops.  The  dairy  program 
does  not  involve  a  '"crop"  and  the  Conte 
amendment  makes  no  sp>ecif  ic  mention  of  an 
intention  to  place  any  limitation  on  the 
dairy  price  support  purchase  program.  The 
Commodity  Credit  Corporation  does  not 
make  payment  to.  nor  does  it  purchase 
dairy  products  from,  milk  producers  under 
the  dairy  price  support  purchase  program. 
The  price  of  milk  is  supported  at  the  statu- 
torily established  level  by  the  purchase  of 
dairy  products  from  milk  processors.  Under 
this  program  as  currently  administered,  a 
payment  limitation  could  not  be  effectively 
applied  with  respect  to  amounts  paid  to  in- 
dividual milk  producers. 

I  would  also  like  to  express  my  objection  to 
the  removal  of  general  revenue  sharing  [GRS] 
from  the  continuing  resolution.  H.R.  1400,  re- 
authonzlng  GRS  for  3  years,  was  approved  by 
the  Government  Operations  Committee  and 
has  received  widespread  support.  H.R.  1400 
corrected  those  apsects  of  GRS  that  fed  the 
stories  of  abuse  that  led  some  to  call  for  abol- 
ishment of  the  program.  In  our  rush  to  attack 
easy  targets  of  Federal  spending  as  a  quick 
way  to  reduce  the  deficit,  we  are  not  eliminat- 
ing waste,  fraud,  and  abuse,  but  rather  a  foun- 
dation of  local  government.  Local  govern- 
ments are  already  hard  pressed  to  maintain 
adequate  levels  of  funding  for  education  and 
essential  public  services. 

Realizing  that  Federal  budgetary  constraints 
force  us  to  make  cutbacks  in  all  areas  of 
spending,    I    have    proposed    that   GRS    be 


gradually  reduced  to  about  $2  billion  and  more 
closely  focused  on  its  primary  original  goal: 
quality  public  education.  Funding  should  then 
tie  allocated  to  those  communities  and  mu- 
nicipalities that  have  made  an  effort  to  in- 
crease their  support  for  education. 

Finally,  as  the  ranking  Republican  on  the 
Education  and  Labor  Committee,  I  am  con- 
cerned by  inclusion  of  language  In  the  con- 
tinuing resolution  referring  to  House  Joint 
Resolution  738,  the  Construction  Industry 
Labor  Law  Amendments  of  1985.  The  inclu- 
sion of  this  legislation  deprives  the  Congress, 
and,  ultimately  the  law  of  the  expertise  which 
only  the  authorizing  committees  in  each 
House  are  able  to  bring  to  an  issue. 

H.R.  281  passed  the  House  on  April  17  of 
this  year  and,  thus  far,  no  action  has  been 
taken  in  the  other  body.  In  an  effort  to  circum- 
vent the  committee  process  in  that  body,  we 
now  have  the  continuing  resolution— a  funding 
measure— purportedly  being  used  to  enact 
significant  changes  in  the  National  Labor  Re- 
lations Act. 

However,  the  record  must  show  that  the  bill 
before  us  does  not  make  those  changes. 

The  language  I'm  discussing  appears  in 
section  101  (n)  of  the  bill.  That  section,  as  de- 
scribed in  the  committee  report,  provides 
funding  for  the  continuation  of  various  ongoing 
programs.  Included  in  the  list  of  programs  to 
be  funded  Is,  to  quote  the  bill: 

Activities  authorized  by  the  "Construction 
Industry  Labor  Law  Amendments  of  1985" 
as  passed  by  the  House  of  Representatives 
on  April  17,  1986. 

Unlike  previous  situations  where  other  bills 
have  been  incorporated  by  reference  into  the 
continuing  resolution,  this  does  not  say  that 
the  bill  "is  hereby  enacted."  It  simply  says  it  is 
funded  in  fiscal  year  1987,  assuming  it  is  oth- 
erwise enacted.  Moreover,  because  of  the 
way  section  101(n)  is  worded,  this  funding  is 
only  provided  if  the  activities  "authorized"  by 
the  bill  are  also  funded  in  the  current  fiscal 
year,  fiscal  year  1986 — an  almost  impossible 
situation. 

What  we  wind  up  with  is  an  unnecessary, 
somewhat  mischievous,  provision.  Anyone  fa- 
miliar with  the  National  Labor  Relations  Board 
knows  that  it  does  not  need  separate  funding 
earmarked  for  certain  enforcement  activities.  If 
a  party  violates  the  National  Labor  Relations 
Act,  the  NLRB  has  the  power  to  bring  an 
unfair  labor  practice  complaint  against  them.  If 
H.R.  281  is  ever  enacted,  there  will  very  likely 
be  a  resulting  increase  in  unfair  labor  practice 
cases.  But  the  handling  of  those  cases  will  be 
accommodated  within  the  general  NLRB  ap- 
propriation amount. 

The  only  thing  that  this  provision  could  pos- 
sibly accomplish  would  be  to  prompt  litigation 
based  upon  a  strained  interpretation  of  the 
language.  I  have  little  doubt  that  such  litigation 
would  fail  but  it  would  involve  a  considerable 
waste  of  time  and  resources.  For  that  reason 
alone,  it  is  unfortunate  that  this  language  was 
included  in  the  bill 

Therefore,  while  I  find  this  extraneous  lan- 
guage in  section  101(n)  to  be  somewhat  an- 
noying, I  also  find  it  to  be  redundant  at  most. 
Consequently,  my  vote  on  House  Joint  Reso- 
lution 738  will  not  be  influenced  in  the  least  by 
the  inclusion  of  this  provision. 
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Mr.  GILMAN.  Mr.  Speaker,  I  rise  in  opposi- 
tion to  the  rule  allowing  for  consideration  of 
House  Joint  Resolution  738,  a  resolution 
making  continuing  appropriations  for  fiscal 
year  1987.  I  commend  my  colleague  from 
New  York  [Mr.  Weiss]  for  the  leadership  he 
has  provided  in  opposition  to  the  rule,  and 
wish  to  associate  myself  with  his  earlier  re- 
marks. 

Mr.  Speaker,  I  have  heard  from  every 
mayor,  county  executive,  and  town  supervisor 
in  my  congressional  district,  all  of  whom 
strongly  support  the  continuation  of  the  Gen- 
eral Revenue  Sharing  Program.  This  program 
allows  local  governments  and  agencies  to 
comply  with  federally  mandated  programs. 
Given  the  grave  fiscal  crises  many  of  our  mu- 
nicipalities are  facing,  the  funds  initially  appro- 
priated by  the  committee  is  a  modest  one.  Un- 
fortunately, this  provision  was  deleted  at  the 
11th  hour,  and  the  rule  does  not  permit  an 
amendment  reinstating  this  provision  to  be  of- 
fered. Accordingly,  I  believe  that  in  the  inter- 
est of  fairness,  the  rule  must  be  amended  to 
permit  consideration  of  funding  for  the  Gener- 
al Revenue  Sharing  Program.  A  program  as 
important  as  this  one  deserves  to  be  consid- 
ered by  the  full  House.  I,  therefore,  urge  my 
colleagues  to  vote  "no"  on  the  rule  and  sup- 
port a  rule  that  will  allow  for  consideration  of 
this  vital  program. 

Mr.  BIAGGI.  I  rise  in  strong  opposition  to 
House  Joint  Resolution  560,  the  rule  for  the 
consideration  of  the  continuing  resolution. 
Simply  put,  this  rule  prevents  any  amendment 
from  even  being  considered  to  restore  funding 
for  the  General  Revenue  Sharing  Program.  As 
a  representative  of  a  congressional  district 
that  relies  heavily  on  revenue  sharing  funds  to 
meet  vital  needs,  and  as  one  who  fully  recog- 
nizes the  importance  of  revenue  sharing  to 
our  Nation's  senior  citizen  community,  I  am 
deeply  disturbed  that  the  compelling  case  for 
continuing  the  Revenue  Sharing  Program  will 
not  even  be  heard  under  this  rule.  This  is  a 
program  that  benefits  some  40,000  communi- 
ties nationwide.  It  is  targeted  to  those  areas  of 
our  Nation  that  need  it  most.  Its  future  de- 
serves to  be  debated  on  this  floor  and  that 
will  only  happen  if  we  defeat  the  rule. 

Mr.  Speaker,  I  am  a  cosponsor  and  strong 
supporter  of  H.R.  1400,  which  would  reauthor- 
ize the  General  Revenue  Sharing  Program  for 
5  years  at  the  current  funding  level  of  $4.56 
billion  a  year.  It  has  85  cosponsors.  It  has 
been  approved  by  the  House  Committee  on 
Government  Operations.  It  has  received  a 
rule,  but  It  has  not  reached  the  House  floor. 
This  is  disappointing. 

But,  what  is  even  more  disappointing  is  that 
the  House  Appropriations  Committee  voted  to 
continue  funding  the  General  Revenue  Shar- 
ing Program  for  fiscal  year  1987  at  a  level  of 
$3.4  billion,  and  that  money  is  not  in  the  con- 
tinuing resolution  before  us  today.  Now,  we 
are  being  told  that  we  won't  even  have  the 
chance  to  restore  that  funding.  This  Is  uncon- 
scionable. 

Mr.  Speaker,  the  fight  to  save  the  General 
Revenue  Sharing  Program  is  the  fight  to  save 
our  localities  from  further  Federal  abandon- 
ment. Some  40,000  localities  nationwide  ben- 
efit from  the  Revenue  Sharing  Program.  The 
National  Association  of  Counties  has  conduct- 
ed a  sun/ey  which  shows  that  23  percent  of 


all  revenue-sharing  dollars  are  spent  on  public 
safety,  19  percent  of  those  dollars  are  spent 
on  human  services,  and  18  percent  are  spent 
on  public  works  jsrojects.  These  are  far  from 
frivolous  expenditures.  In  fact,  they  are  the 
greatest  needs  of  our  communities. 

In  many  cases  revenue-sharing  dollars  com- 
prise more  than  30  percent  of  local  budgets, 
and  the  National  Association  of  Counties  re- 
ports that  for  two-thirds  of  U.S.  counties,  reve- 
nue sharing  is  the  only  direct  Federal  aid  they 
receive.  To  make  matters  worse,  the  elimina- 
tion of  revenue  sharing  will  hurt  the  poorest 
counties  the  most  since  they  receive  most  of 
the  revenue-sharing  moneys. 

In  my  home  State  of  New  York,  cities  and 
counties  receive  $412  million  each  year  under 
the  Revenue  Sharing  Program.  Since  the  pro- 
gram began  in  1972,  New  York  localities  have 
received  neariy  $7  billion  in  revenue-sharing 
dollars.  The  elimination  of  the  Revenue  Shar- 
ing Program  would  mean  the  loss  of  more 
than  $10  million  a  year  to  Westchester  County 
and  neariy  $270  million  annually  for  the  city  of 
New  Yoric.  For  New  York  City  to  lose  $270 
million  a  year  would  be  the  equivalent  of  them 
losing  5,400  police  officers  or  5,490  teachers. 
Those  are  services  the  city  of  New  York,  nor 
any  other  city,  cannot  afford  to  lose. 

As  chairman  of  the  House  Select  Commit- 
tee on  Aging's  Subcommitee  on  Human  Serv- 
ices, I  held  a  hearing  in  May  on  the  impact  of 
revenue  sharing  on  the  elderty.  The  testimony 
presented  led  to  an  Indisputable  conclusion— 
the  elimination  of  general  revenue  sharing  will 
have  a  singular  and  severe  impact  on  millions 
of  senior  citizens  across  our  Nation  who  have 
benefited  from  key  social  and  human  services 
programs  supported  by  revenue-sharing 
moneys.  Among  the  individual  findings  were: 

First,  in  41  States,  general  revenue-sharing 
funds  flow  directly  to  area  agencies  on  aging, 
local  units  who  directly  administer  programs 
under  the  Older  Americans  Act; 

Second,  62  percent  of  more  than  775  coun- 
ties surveyed  nationwide  spend  their  revenue- 
sharing  funds  on  health  care  and  human  serv- 
ices; 

Third,  Dade  County,  FL  spends  all  of  its 
general  revenue-sharing  budget  of  $21  million 
in  programs  operated  by  its  Department  of 
Human  Resources — this  includes  more  than 
$5  million  in  direct  services  to  seniors,  includ- 
ing nutrition,  transportation,  and  home  care 
services; 

Fourth,  in  Arkansas,  half  of  their  counties 
use  some  revenue-sharing  funds  for  aging 
services; 

Fifth,  in  Chicago,  elimination  of  revenue 
sharing  could  lead  to  the  elimination  of  55,000 
patient  visits  by  the  elderly,  a  cutback  in  the 
39.000  home-delivered  meals  provided  to  frail 
elderly,  and  the  closing  of  as  many  as  seven 
health  centers. 

Mr.  Speaker,  without  revenue  sharing,  local 
governments  are  left  with  a  single  choice— 
either  cut  services  or  raise  taxes.  Either  way. 
Americans  from  every  region  of  the  country 
end  up  big  losers.  That  is  not  an  appealing 
scenario  and  we  deserve  the  opportunity  to  at 
least  debate  the  future  of  such  a  vital  Federal 
program.  Ultimately.  I  want  to  see  revenue 
sharing  continued,  but  at  the  very  least  we 
should  not  be  denied  the  opportunity  to 
present  the  case  in  support  of  revenue  shar- 


ing, no  matter  whether  you  share  my  support 
for  revenue  sharing  or  not.  I  urge  defeat  of  the 
rule. 

Mr.  McKERNAN,  Mr.  Speaker,  I  intend  to 
vote  against  the  previous  question,  and 
against  the  rule  on  the  continuing  appropria- 
tions bill,  because  of  my  belief  that  tfie  House 
should  have  the  opportunity  to  vote  on  the 
General  Revenue  Sharing  Program. 

Cities  and  towns  throughout  my  State  of 
Maine  and  across  the  country  have  sent  a 
message  to  Congress  on  the  importance  of 
revenue  sharing  to  their  communities.  While 
Congress  must  maintain  its  commitment  to  re- 
ducing the  Federal  deficit,  I  feel  that  we  must 
look  at  other  cost-saving  options,  and  seek 
other  ways  to  make  the  continuing  resolution 
a  fiscally  responsible  bill,  without  sacrificing 
the  Revenue  Sharing  Program. 

The  General  Revenue  Sharing  Program  has 
provided  financially  pressed  local  govern- 
ments in  Maine  and  other  States  with  billions 
of  dollars  in  grants  over  the  past  several 
years.  These  funds  have  been  used  to  provide 
essential  services,  and  have  proven  crucial  as 
communities  seek  to  provide  these  necessary 
services  while  maintaining  a  balanced  budget. 

Balancing  the  Federal  budget  is  of  equal  im- 
portance, and  cuts  are  needed,  but  the  imme- 
diate elimination  of  revenue  sharing  would  be 
a  hard  blow  to  many  communities.  The  con- 
tinuing appropriations  bill  as  originally  drafted, 
with  an  appropriation  for  revenue  sharing  at 
75  percent  of  the  1986  level,  represented  a 
reasonable  approach.  I  believe  that  it  is  unfair 
for  the  House  not  to  have  an  opportunity  to 
vote  on  this  important  program. 

The  SPEAKER  pro  tempore  (Mr. 
GRAY  of  Illinois).  All  time  has  ex- 
pired. 

Mr.  DERRICK.  Mr.  Speaker.  I  move 
the  previous  question  on  the  resolu- 
tion. 

The  SPEAKER  pro  tempore.  The 
question  is  on  ordering  the  previous 
question. 

The  question  was  taken:  and  the 
Speaker  pro  tempore  announced  that 
the  ayes  appeared  to  have  it. 

Mr.  ARMEY.  Mr.  Speaker.  I  object 
to  the  vote  on  the  ground  that  a 
quorum  is  not  present  and  make  the 
point  of  order  that  a  quorum  is  not 
present. 

PARLIAMENTARY  INQUIRY 

Mr.  MYERS  of  Indiana.  Mr.  Speak- 
er, I  have  a  parliamentary  inquiry. 

The  SPEAKER  pro  tempore.  The 
gentleman  will  state  his  parliamentary 
inquiry. 

Mr.  MYERS  of  Indiana.  Mr.  Speak- 
er, I  was  rising  to  my  feet  to  make  a 
unanimous-consent  request  that  in  the 
event  that  a  recorded  vote  on  the  pre- 
vious question  is  ordered  and  in  the 
event  that  the  previous  question  is  or- 
dered up,  then  any  subsequent  vote  on 
final  passage  be  reduced  to  5  minutes. 

The  SPEAKER  pro  tempore.  The 
Chair  does  not  have  the  authority,  the 
Chair  will  state  to  the  distinguished 
gentleman,  to  do  that  at  this  juncture. 

Mr.  MYERS  of  Indiana.  We  are  in 
the  full  House.  Mr.  Speaker. 
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The  SPEAKER  pro  tempore.  Mem- 
bers would  not  be  on  adequate  notice 
in  order  to  have  a  5-minute  vote. 

Mr.  MYERS  of  Indiana.  Mr.  Speak- 
er, I  do  not  think  the  Chair  under- 
stood. The  first  vote  would  be  15  min- 
utes on  the  previous  question  and  any 
subsequent  vote  on  final  passage  on 
the  rule  would  be  reduced  to  5  min- 
utes. 

The  SPEAKER  pro  tempore.  That 
would  be  after  the  question  has  been 
put  and  we  were  in  the  process  of 
doing  that. 

Mr.  MYERS  of  Indiana.  I  reserve  my 
right  to  do  that  then,  Mr.  Speaker. 

The  SPEAKER  pro  tempore.  The 
gentleman  from  Texas  [Mr.  Armey] 
has  objected  to  the  vote  on  the  ground 
that  a  quorum  is  not  present  and  made 
the  point  of  order  that  a  quorum  is 
not  present. 

Evidently  a  quorum  is  not  present. 

Mr.  MYERS  of  Indiana.  Mr.  Speak- 
er, I  have  a  parliamentary  inquiry. 

The  SPEAKER  pro  tempore.  The 
gentleman  will  state  his  parliamentary 
inquiry. 

Mr.  MYERS  of  Indiana.  Mr.  Speak- 
er, is  this  the  proper  place  to  ask 
unanimous  consent  that  the  vote  now 
ordered— I  ask  unanimous  consent 
that  the  vote  just  now  ordered  on  the 
previous  question  and  any  subsequent 
vote  that  might  be  ordered  on  the 
final  passage  of  the  rule  be  reduced  to 
5  minutes. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Indiana? 

Mr.  BRYANT.  Mr.  Speaker,  I  object. 

The  SPEAKER  pro  tempore.  Objec- 
tion is  heard. 

The  Sergeant  at  Arms  will  notify 
absent  Members. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  268,  nays 
150.  not  voting  14,  as  follows; 
[Roll  No.  415] 
YEAS— 268 


Abercrombie 

Bryant 

Dowdy 

Ackerman 

Bustamante 

Downey 

Akaka 

Byron 

Duncan 

Alexander 

Carney 

Durbin 

Anderson 

Carper 

Dwyer 

Andrews 

Carr 

Dymally 

Annunzio 

Chandler 

Dyson 

Anthony 

Chapman 

Early 

Archer 

Chappell 

Eckart  (OH) 

Aspin 

Chappie 

Eckert(NY) 

Atkins 

Cheney 

Edwards  (CA) 

AuCoin 

Clay 

Edwards  (OK) 

Barnard 

Coats 

Erdreich 

Barnes 

Coelho 

Evans (lA) 

Bateman 

Coleman  (TX) 

Evans  (ID 

Bates 

Collins 

Pascell 

Bedell 

Conte 

Pawell 

Beilenson 

Cooper 

Fazio 

Bennett 

Coyne 

Peighan 

Berman 

Darden 

Flippo 

Bevill 

Daschle 

Florio 

Boland 

Davis 

Foley 

Boner  <TN) 

de  la  Garza 

Ford  (MI) 

Bonier  < Ml) 

Dellums 

Ford  (TN) 

Bonker 

Derrick 

Prank 

Borski 

Dickinson 

Preruel 

Boucher 

Dicks 

Frost 

Boxer 

Dingell 

Fuqua 

Brooks 

Dixon 

Gejdenson 

Brown  (CA) 

Donnelly 

Gibbons 

Bruce 

Dorgan(ND) 

Glickman 

Goodling 

Gordon 

Gradison 

Gray  (ID 

Gray  (PA) 

Green 

Gregg 

Guarini 

Hall  (OH) 

Hamilton 

Hansen 

Hatcher 

Hawkins 

Hayes 

Hefner 

Hertel 

Hiler 

Hillis 

Holt 

Howard 

Hoyer 

Huckaby 

Hughes 

Hunter 

Hutto 

Jenkins 

Johnson 

Jones  (TN) 

Kaptur 

Kennelly 

Kildee 

Kleczka 

Kolbe 

Kostmayer 

Kramer 

LaPalce 

Lantos 

Leath  (TX) 

Lehman  (CA) 

Lehman  (PL) 

Leland 

Levin  (MI) 

Levine  (CA) 

Loeffler 

Long 

Lott 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lundine 

Mack 

MacKay 

Madigan 

Man  ton 

Markey 

Martm  (ID 

Matsui 

Mavroules 


Applegate 

Armey 

Badham 

Bartlett 

Barton 

Bentley 

Bereuter 

Bilirakis 

Bliley 

Boehlert 

Boggs 

Boulter 

Broomfield 

Brown  (CO) 

Burton  (IN) 

Callahan 

dinger 

Cobey 

Coble 

Coleman  (MO) 

Combest 

Conyers 

Coughlin 

Courier 

Craig 

Crane 

Daniel 

Dannemeyer 

Daub 

DeLay 

DeWine 

DioGuardi 

Doman  (CA) 

Dreier 


McCain 

McCandless 

McCloskey 

McCurdy 

McDade 

McHugh 

McKinney 

McMillan 

Meyers 

Mica 

Michel 

Miller  (CA) 

Minela 

Mitchell 

Moakley 

Molinari 

Mollohan 

Montgomery 

Moody 

Morrison  (CT) 

Mrazek 

Murtha 

Myers 

Natcher 

Neal 

Nelson 

Nichols 

Nowak 

Oakar 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Oxley 

Panetta 

Pashayan 

Pease 

Penny 

Pepper 

Pickle 

Porter 

Price 

Quillen 

Rahall 

Rangel 

Ray 

Reid 

Richardson 

Rod  i  no 

Roe 

Roemer 

Rose 

Roukema 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Rudd 

Sabo 

NAYS-150 

Edgar 

Emerson 

English 

Fiedler 

Fields 

Fish 

Foglietta 

Fowler 

Franklin 

Gallo 

Gaydos 

Gekas 

Oilman 

Gingrich 

Gonzalez 

Gunderson 

Hall.  Ralph 

Hammerschmidt 

Hendon 

Henry 

Hopkins 

Horlon 

Hubbard 

Hyde 

Ireland 

Jacobs 

Jeffords 

Jones  (NO 

Jones  (OK) 

Kanjorski 

Kasich 

Kastenmeier 

Kemp 

Kindness 


Schaefer 

Scheuer 

Schumer 

Seiberling 

Sharp 

Sikorski 

Siljander 

Sisisky 

Skeen 

Skelton 

Slattery 

Slaughter 

Smith  (PL) 

Smith  (lA) 

Smith  (NJ) 

Smith.  Denny 

(OR) 
Snyder 
Solarz 
Sprat  t 
St  Germain 
Staggers 
stark 
Stenholm 
Stratton 
Studds 
Stump 
Sundquist 

Swift 

Synar 

Tallon 

Thomas  (GA) 

Torres 

Torricelli 

Towns 

Udall 

Valentine 

Vento 

Visclosky 

Waldon 

Watkins 

Waxman 

Weaver 

Weiss 

Wheat 

Whitehurst 

Whitley 

Whittaker 

Whilten 

Williams 

Wilson 

Wirth 

Wolf 

Wolpe 

Wright 

Wyden 

Yates 

Young (PL) 


Kolter 

Lagomarsino 

Latta 

Leach  (lA) 

Lent 

Lewis  (CA) 

Lewis  (FL) 

Lightfoot 

Lipinski 

Livingston 

Lloyd 

Lungren 

Marlenee 

Martin  ( NY ) 

Mazzoli 

McCollum 

McEwen 

McGrath 

McKernan 

Mikulski 

Miller  (OH) 

Miller  (WA) 

Monson 

Moorhead 

Morrison  (WA) 

Murphy 

Nielson 

Packard 

Parris 

Perkins 

Petri 

Pursell 

Regula 

Ridge 


Rinaldo 

Rittcr 

Roberts 

Robinson 

Rogers 

Roth 

Russo 

Savage 

Saxton 

Schneider 

Schroeder 

Schuctte 

Schuize 

Sensenbrenner 

Shaw 

Shelby 

Shumway 


Shuster 
Smith  (NE) 
Smith,  Robert 

(NH) 
Smith.  Robert 

(OR) 
Snowe 
Solomon 
Spence 
Stall  ings 
Stangeland 
Strang 
Sweeney 
Swindall 
Tauke 
Tauzin 
Taylor 


Thomas  (CA) 

Traficant 

Traxler 

Vander  Jagt 

Volkmer 

Vucanovich 

Walgren 

Walker 

Weber 

Wise 

Wortley 

Wylie 

Yatron 

Young  (AK) 

Young  (MO) 

Zschau 


NOT  VOTING— 14 


Biaggi 
Bosco 
Breaux 
Burton  (CA) 
Campbell 


Crockett 

Garcia 

Gephardt 

Grotberg 

Hartnett 


Martinez 
Moore 

Rostenkowski 
Stokes 


Ms.  MIKULSKI,  Messrs.  WAL- 
GREN, BOEHLERT,  and  YOUNG  of 
Missouri,  Mrs.  BENTLEY,  and  Messrs. 
FOGLIETTA,  COBLE,  and  ROB- 
ERTS changed  their  votes  from  "yea" 
to  "nay." 

Mrs.  BOXER,  Mr.  GUARINI,  and 
Mrs.  COLLINS  changed  their  votes 
from  "nay"  to  "yea." 

So  the  previous  question  was  or- 
dered. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  The  question  is  on 
the  resolution. 

The  question  was  taken;  and  the 
Speaker  pro  tempore  announced  that 
the  ayes  appeared  to  have  it. 

RECORDED  VOTE 

Mr.  WEISS.  Mr.  Speaker,  I  demand 
a  recorded  vote. 
A  recorded  vote  was  ordered. 
The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  216,  nays 
202,  not  voting  14,  as  follows: 
[Roll  No.  416] 
YEAS-216 


Ackerman 

Coble 

Foley 

Akaka 

Coelho 

Ford  (MI) 

Andrews 

Coleman  (MO) 

Prank 

Annunzio 

Coleman  (TX) 

Frenzel 

Archer 

Cooper 

Frost 

Aspin 

Coughlin 

Fuqua 

Atkins 

Courier 

Gejdenson 

AuCoin 

Coyne 

Gibt>ons 

Barnard 

Daniel 

Glickman 

Bartlett 

Dannemeyer 

Goodling 

Bateman 

Darden 

Gordon 

Bedell 

Davis 

Gradison 

Beilenson 

de  la  Garza 

Gray  (ID 

Bennett 

DeLay 

Gray  (PA) 

Berman 

Derrick 

Gregg 

Bliley 

DeWine 

Hall  (OH) 

Boland 

Dickinson 

Halcher 

Bonior(MI) 

Dicks 

Hawkins 

Bonker 

Dingell 

Hefner 

Borski 

Dixon 

Hiler 

Boucher 

Donnelly 

Hillis 

Boulter 

Doman  (CA) 

Holt 

Brooks 

Downey 

Howard 

Brown  (CA) 

Dwyer 

Hoyer 

Bryant 

Dymally 

Hughes 

Bustamante 

Early 

Hunter 

Carper 

Eckert(NY) 

Jenkins 

Carr 

Edwards  (CA) 

Johnson 

Chandler 

E^/ansdA) 

Jones  (TN) 

Chapman 

Fascell 

Kaptur 

Chappell 

FaweU 

Kennelly 

Cheney 

Fazio 

Kleczka 

Clay 

Fish 

Kostmayer 

CoatJi 

Plorio 

LaPalce 

Septembei 

Lagomarsino 

Leath  (TX) 

Lehman  (CA) 

Lehman  (PL) 

Leland 

Levin  (MI) 

Levine  (CA) 

Lewis  (CA) 

Loeffler 

Lott 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lungren 

Mack 

MacKay 

Manlon 

Markey 

Martin  (ID 

Matsui 

Mavroules 

McCain 

McCandless 

McCloskey 

McCollum 

McCurdy 

McDade 

McKinney 

McMillan 

Meyers 

Mica 

Michel 

Miller  (CA) 

Moakley 

Molinari 

Montgomery 

Morrison  (CT) 

Mrazek 


Abercrombie 

Alexander 

Anderson 

Anthony 

Applegate 

Armey 

Badham 

Barnes 

Barton 

Bates 

Bentley 

Bereuter 

Bevill 

Bilirakis 

Boehlert 

Boggs 

Boner  (TN) 

Boxer 

Broomfield 

Brown  (CO) 

Bruce 

Burton  (IN) 

Byron 

Callahan 

Carney 

Chappie 

dinger 

Cobey 

Collins 

Combest 

Conle 

Conyers 

Craig 

Crane 

Daschle 

Daub 

Dellums 

DioGuardi 

Dorgan  (ND) 

Dowdy 

Dreier 

Duncan 

Durbin 

Dyson 

Eckart  (OH) 

Edgar 

Edwards  (OK) 

Emerson 

English 

Erdreich 

Evans  (ID 

Peighan 

Fiedler 

Fields 
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RINI,  and 
heir  votes 

n   was   or- 

;    was    an- 

ipore  (Mr. 
stion  is  on 

i;   and   the 
unced  that 

,  I  demand 


Lagomarsino 

Lealh  (TX) 

Lehman  (CA) 

Lehman  (PL) 

Leland 

Levin  (MI) 

Levine  (CA) 

Lewis  (CA) 

Loeffler 

Lott 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lungren 

Mack 

MacKay 

Manton 

Markey 

Martin  (ID 

Matsui 

Mavroules 

McCain 

McCandless 

McCloskey 

McCollum 

McCurdy 

McDade 

McKinney 

McMillan 

Meyers 

Mica 

Michel 

Miller  (CA) 

Moakley 

Molinari 

Montgomery 

Morrison  (CT) 

Mrazek 


Abercrombie 

Alexander 

Anderson 

Anthony 

Applegate 

Armey 

Badham 

Barnes 

Barton 

Bates 

Bentley 

Bereuter 

Bevill 

Bilirakis 

Boehlert 

Boggs 

Boner  (TN) 

Boxer 

Broomfield 

Brown  (CO) 

Bruce 

Burton  (IN) 

Byron 

Callahan 

Carney 

Chappie 

dinger 

Cobey 

Collins 

Combest 

Conte 

Conyers 

Craig 

Crane 

Daschle 

Daub 

Dellums 

DioGuardi 

Dorgan  (ND) 

Dowdy 

Dreier 

Duncan 

Durbin 

Dyson 

Eckart(OH) 

Edgar 

Edwards  (OK) 

Emerson 

English 

Erdreich 

Evans  (ID 

Peighan 

Fiedler 

Fields 


Murtha 

Myers 

Neal    • 

Nelson 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Oxley 

Parris 

Pashayan 

Pease 

Penny 

Pepper 

Pickle 

Price 

Quillen 

Rangel 

Ray 

Richardson 

Rodino 

Rose 

Roukema 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Rudd 

Sabo 

Schaefer 

Seiberling 

Sharp 

Sikorski 

Sisisky 

Skeen 

Slattery 

Slaughter 

Smith  (FD 

Smith  (lA) 

NAYS-202 

Flippo 

Foglietta 

Ford  (TN) 

Fowler 

Franklin 

Gallo 

Caydos 

Gekas 

Oilman 

Gingrich 

Gonzalez 

Green 

Guarini 

Gunderson 

Hall.  Ralph 

Hamilton 

Hammerschmidt 

Hansen 

Hayes 

Hendon 

Henry 

Hertel 

Hopkins 

Horton 

Hubbard 

Huckaby 

Hutto 

Hyde 

Ireland 

Jacobs 

Jeffords 

Jones  (NO 

Jones  (OK) 

Kanjorski 

Kasich 

Kastenmeier 

Kemp 

Kildee 

Kindness 

Kolbe 

Kolter 

Kramer 

Lantos 

Latta 

Leach  (lA) 

Lent 

Lewis  (FD 

Lightfoot 

Lipinski 

Livingston 

Lloyd 

Long 

Lundine 

Madigan 


Smith,  Denny 

(OR) 
Snyder 
Spratt 
Stark 
Stenholm 
Strang 
Stratton 
Studds 
Stump 
Sweeney 
Swift 
Swindall 
Tauke 
Taylor 
Thomas  (CA) 
Thomas  (GA) 
Torres 
Torricelli 
Udall 
Valentine 
Vento 
Volkmer 
Waldon 
Walgren 
Watkins 
Wax  man 
Wheat 
Whitehurst 
Whitley 
Whittaker 
Williams 
Wilson 
Wirth 
Wolf 
Wright 
Wyden 


Marlenee 

Martin  (NY) 

Ma23SOli 

McEwen 

McGrath 

McHugh 

McKernan 

Mikulski 

Miller  (OH) 

Miller  (WA) 

Mineta 

Mitchell 

Mollohan 

Monson 

Moody 

Moorhead 

Morrison  (WA) 

Murphy 

Natcher 

Nichols 

Nielson 

Nowak 

Oakar 

P!u;kard 

Panetta 

Perkins 

Petri 

Porter 

Pursell 

Rahall 

Regula 

Reid 

Ridge 

Rinaldo 

Ritter 

Roberts 

Robinson 

Roe 

Roemer 

Rogers 

Roth 

Russo 

Savage 

Sax  ton 

Scheuer 

Schneider 

Schroeder 

Schuette 

Schulze 

Schumer 

Sensenbrenner 

Shaw 

Shelby 

Shumway 


Shuster 
Siljander 
Skelton 
Smith  (NE) 
Smith  (NJ) 
Smith.  Robert 

(NH) 
Smith.  Robert 

(OR) 
Snowe 
Solarz 
Solomon 
Spence 
St  Germain 


Staggers 
Stallings 
Stangeland 
Sundquist 
Synar 
Tallon 
Tauzin 
Towns 
Traficant 
=  Traxler 
Vander  Jagt 
Visclosky 
Vucanovich 
Walker 


Weaver 

Weber 

Weiss 

Whitten 

Wise 

Wolpe 

Wortley 

Wylie 

Yates 

Yatron 

Young  (AK) 

Young (FL) 

Young  (MO) 

Zschau 


NOT  VOTING- 14 


Biaggi 
Bosco 
Breaux 
Burton  (CA) 
Campbell 


Crockett 

Garcia 

Gephardt 

Grotl)erg 

Hartnett 

D  1910 


Martinez 
Moore 

Rostenkowski 
Stokes 


Messrs.  McHUGH,  MILLER  of  Ohio, 
and  ANTHONY  changed  their  votes 
from  "yea"  to  "nay." 

Messrs.  FISH.  GRAY  of  Illinois. 
DICKS.  LEWIS  of  California,  McCOL- 
LUM,  DANNEMEYER.  STRANG. 
ORTIZ,  DeWINE,  and  MANTON 
changed  their  votes  from  "nay"  to 
"yea." 

So  the  resolution  was  agreed  to. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


Mr. 


GENERAL  LEAVE 
DERRICK.  Mr.  Speaker,  I  ask 


unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
revise  and  extend  their  remarks  made 
during  the  debate  period  on  the  reso- 
lution. House  Resolution  560. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  South  Carolina? 

There  was  no  objection. 


FURTHER  MESSAGE  FROM  THE 
SENATE 

A  further  message  from  the  Senate 
by  Mr.  Hallen,  one  of  its  clerks,  an- 
nounced that  the  Senate  had  passed 
with  an  amendment  in  which  the  con- 
currence of  the  House  is  requested,  a 
bill  of  the  House  of  the  following  title: 

H.R.  5300.  An  act  to  provide  for  reconcilia- 
tion pursuant  to  section  2  of  the  concurrent 
resolution  on  the  budget  for  fiscal  year 
1987. 

The  message  also  announced  that 
the  Senate  insists  upon  its  amendment 
to  the  bill  (H.R.  5300)  "An  act  to  pro- 
vide for  reconciliation  pursuant  to  sec- 
tion 2  of  the  concurrent  resolution  on 
the  budget  for  fiscal  year  1987,"  re- 
quests a  conference  with  the  House  on 
the  disagreeing  votes  of  the  two 
Houses  thereon,  and  appoints  Mr. 
Helms.  Mr.  Dole.  Mr.  Lugar.  Mr.  Zor- 
iNSKY.  and  Mr.  Leahy,  from  the  Com- 
mittee on  Agriculture,  Nutrition,  and 
Forestry;  Mr.  Hatfield.  Mr.  Cochran, 
Mr.  Abdnor,  Mr.  DeConcini.  and  Mr. 
BuRDicK.  from  the  Committee  on  Ap- 


propriations; Mr.  Garn.  Mr.  Heinz. 
Mr.  Armstrong.  Mr.  Hecht,  Mr.  Prox- 
MiRE.  Mr.  Cranston,  and  Mr.  Riegle. 
from  the  Committee  on  Banking, 
Housing,  and  Urban  Affairs;  Mr.  Do- 
memici,  Mr.  Armstrong,  Mrs.  Kasse- 
BA0H.  Mr.  BoscHwiTZ.  Mr.  Chiles.  Mr. 
Hollings,  and  Mr.  Johnston,  from  the 
Committee  on  the  Budget;  Mr.  Dan- 
forth.  Mr.  Packwood.  Mrs.  Kasse- 
BAUM.  Mr.  Hollings.  and  Mr.  Long, 
Conrail,  subconference  9.  Mr.  Dan- 
forth.  Mr.  Packwood.  Mr.  Stevens. 
Mr.  Hollings,  and  Mr.  Inouye.  mari- 
time, subconference  10.  from  the  Com- 
mittee on  Commerce,  Science,  and 
Transportation;  Mr.  McClure.  Mr. 
Wallop,  Mr.  Warner,  Mr.  Johnston, 
and  Mr.  Ford,  from  the  Committee  on 
Energy  and  Natural  Resources;  Mr. 
Stafford.  Mr.  Chafee  Mr.  Simpson, 
Mr.  Durenberger.  Mr.  Symhs,  Mr. 
Bentsen.  Mr.  Mitchell,  Mr.  Moyni- 
han.  and  Mr.  Burdick.  from  the  Com- 
mittee on  Environment  and  Public 
Works;  Mr.  Packwood.  Mr.  Dole,  Mr. 
Danforth,  Mr.  Chafee,  Mr.  Long,  Mr. 
Bentsen,  and  Mr.  Matsunaga.  general. 
Mr.  Heinz.  Mr.  Durenberger.  Mr. 
Moynihan,  and  Mr.  Baucus,  Medicare, 
Medicaid,  and  maternal  and  child 
health,  subconferences  19.  20.  and  21. 
from  the  Contmiittee  on  Finance;  Mr. 
Roth,  Mr.  Stevens.  Mr.  Cohen.  Mr. 
Durenberger.  Mr.  Eagleton.  Mr. 
Levin,  and  Mr.  Gore;  Mr.  Roth,  Mr. 
Cohen.  Mr.  Durenberger.  Mr.  Eagle- 
ton,  and  Mr.  Levin,  subconference  15. 
from  the  Committee  on  Governmental 
Affairs;  Mr.  Hatch,  Mr.  Nickles,  Mr. 
Stafford,  Mr.  Kennedy,  and  Mr. 
Metzenbaum,  ERISA  and  railroad  re- 
tirement; Mr.  Hatch.  Mr.  Stafford, 
Mr.  Weicker.  Mr.  Kennedy,  and  Mr. 
Pell.  GSL/Education  asset,  from  the 
Committee  on  Labor  and  Human  Re- 
sources; Mr.  Weicker,  Mr.  Rudman. 
and  Mr.  Bumpers,  from  the  Committee 
on  Small  Business,  to  be  the  conferees 
on  the  part  of  the  Senate. 


PERMISSION  TO  OFFER  AN 
AMENDMENT  OTHER  THAN 
THAT  PROVIDED  FOR  IN  THE 
RULE  TO  HOUSE  JOINT  RESO- 
LUTION 738,  CONTINUING  AP- 
PROPRIATIONS, 1987 

Mr.  CONTE.  Mr.  Speaker,  I  ask 
unanimous  consent  that  in  lieu  of  the 
amendment  made  in  order  by  House 
Resolution  560  to  be  offered  by  Mr.  de 
LA  Garza  to  House  Joint  Resolution 
738.  I  be  permitted  to  offer  a  different 
amendment  under  the  terms  of  that 
rule. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Massachusetts? 

There  was  no  objection. 
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GENERAL  LEAVE  Now,  the  facts  are  that  the  people  priations  bills  that  are  included  in  the 

Mr  WHITTEN   Mr   Speaker   I  ask  **''^  ^^^  ^°  believe  that  revenue  shar-  resolution  have  already  been  consid- 

unanimous  consent  that  all  Members  '"8  would  be  continued.  ered  and  amended  by  the  House 

mav  have  5  leelslative  davs  in  which  to  °"  ^^^  ^l.  the  committee  of  juris-  Yesterday,  a  majority  of  the  Rules 

retLe^deSd  their  remariu   and  «i'<="°"-   ^^^   Government   Operations  Committee  did  not  grant  a  rule  for 

»r  .Lwo    toKV.iar    onH   Tvi\^^  Committee,  reported  by  a  vote  of  28  to  consideration  of  House  Joint  Resolu- 

r^-ft^^    ««    H«!!c»    T^Tnt    noiohitirTn  10.  ««•  ^^^^  w^^'ch  extended  the  au-  tion  730  because  it  included  revenue 

natter,    on   House   Jomt   Resolution  t^orization  of  the  program  through  sharing;  the  only  item  which  affects 

Th*.    <jPirAK-TrT?    nro    tpmnnrp     T-;  September  30.  1989.  at  an  annual  level  every  community,  every  town,  every 

*J        K  •  T^^^  »kI  -<.l?,T.f^f  f  v,f  of  ^4-6  billion-the  present  authorized  city   in   the   United   States   in   these 

there  objection  to  the  request  oi  tne  j^^^j  ^^j  ^^  increase  of  $500  million  times  where  nearly  all  except  those 

gentleman  from  Mississippi.  ^yg^   the   amount   provided   in   fiscal  benefiting  from  military  spending  are 

There  was  no  objection.  y^^j.   ^ggg    Qn  August  5,  the  Rules  hard  put  to  provide  local  services. 

^— ^-^— ^  Committee    reported    a   rule   making  Mr.  Chairman,  this  bill  for  $561.9 

o<-kMTT»TTTTiar'  A DTJorkDOT  ATTr»itfQ  consldcration  of  H.R.  1400  in  order  on  billion  covers  the  entire  Government. 

CONTINUING  APPROPRIATIONS.  ^^^  jj^^g^  ^^^^^  j^  ^^  reported  in  the  it  includes: 

i""'  press    and    every    town    and    village  .  giUions 

The  SPEAKER  pro  tempore.  Pursu-  throughout  the  country  had  reason  to    Military  spending $279.9 

ant  to  House  Resolution  560  and  rule  believe   that   this  program  would  be    Foreign  aid 'Z"'"'"'"'"""'""""l      13.0 

XXIII,  the  Chair  declares  the  House  carried  forward.                                           state  Department 2.8 

in  the  Committee  of  the  Whole  House  On   September   12.   I   introduced   a    USIA 9 

on  the  State  of  the  Union  for  the  con-  House  joint  resolution  and  circulated    Housing  programs 13.3 

sideration    of    the    joint    resolution,  copies  of  that  resolution  to  the  Com-    NASA 7.6 

House  Joint  Resolution  738.  mittee  on  Appropriations.  That  resolu-    Science  Foundation 1.6 

tion  provided  full  year  funding  for  the     Interior  Department 4.0 

D  1920  programs,     projects,     and     activities    Department  of  Labor 5.5 

„™,c.-.Tr..o,™,w„ou:  '"."led  In  the  regular  approprialfonj  ■^^'^^"l^L''!''.'.'!..!::"..''"'!^      84,« 

Ac^ordMy     the     H0U.e     rejo.ved  ?;;i  ?„Sre%h«T.Uls"Zru^J    Department  „,  E.uc.„o„ ,3.3 

Itself    into    the    Committee    of    the  ^^^^  important  programs  that  had  It  is  unfortunate  that  the  only  item. 

Whole   House   on   the   State   of   the  ^^^^    proposed    for    elimination    or  'he  only  provision  that  was  objected 

Union   for  the  consideration  of   the  ^j^jq^  reduction  by  the  President  Pro-  to,  is  that  for  the  people  of  our  own 

joint  resolution  (H.J.  Res.  738)  making  ^^^  ^^^^  ^  g^jj  conservation,  water-  country. 

continuing     appropriations     for     the  ^^^^  protection  and  flood  prevention,  That  being  the  situation,  the  only 

fiscal  year  1987,  and  for  other  pur-  g^iall      business,      Appalachia,      low-  w*y  w^  would  protect  our  Nation  on 

poses,  with  Mr.  Donnelly  in  the  chair,  income    weatherization,    health   serv-  those  things,  those  other  existing  pro- 

The  Clerk  read  the  title  of  the  joint  ^^^^  ^  jj  ^j^j,  ^qj^  rural  development  grams,  was  to  introduce  the  pending 

resolution.  ^nd  farm  loans.  In  addition,  we  have  bill  which  is  necessary  if  we  are  to  pro- 

n  iQon  retained  at  least  the  1986  funding  level  tect  what  is  left. 

D  19-20  for  important  programs  such  as  low-  m  doing  this,  Mr.  Chairman,  I  wish 

The  CHAIRMAN.  Under  the  rule,  income     housing,     veterans,     medical  to  say  it  is  only  about  3  days  before 

the  first  reading  of  the  joint  resolu-  care,  medical  research,  vocational  edu-  the  end  of  the  fiscal  year, 

tion  is  dispensed  with.  cation,    student    financial    assistance,  need  to  continue  revenue  sharing 

Pursuant  to  the  rule,  the  gentleman  ^nd  child  nutrition.  In  addition*  -the  I  urge  all  Members  to  ask  the  Rules 
from  Mississippi  [Mr.  Whitten]  will  resolution  provided  for  the  continu-  Conunittee  at  this  late  date  to  report 
be  recognized  for  1  hour  and  the  gen-  ation  of  20  ongoing  programs  which  out  favorably  House  Joint  Resolution 
tleman  from  Massachusetts  [Mr.  had  not  been  included  in  the  13  regu-  730  which  is  the  same  bill  as  that 
Conte]  will  be  recognized  for  1  hour.  lar  appropriations  bills  because  the  au-  before  us  today  except  it  does  contin- 
The  Chair  recognizes  the  gentleman  thorization  process  had  not  yet  been  ue  revenue  sharing  at  a  three-fourths 
from  Mississippi  [Mr.  WhittenI.  completed.  That  included  such  pro-  rate.  Let  us  look  after  our  people  first, 
Mr.  WHITTEN.  Mr.  Chairman,  I  grams  as:  General  Revenue  Sharing,  not  last.  Do  not  cut  it  out  when  our 
yield  myself  such  time  as  I  may  re-  National  Health  Service  Corps.  Alco-  people  in  our  towns,  villages,  cities, 
quire.  hoi  and  Drug  Abuse  Research  Pro-  and  counties  had  a  right  to  expect  rev- 
Mr.  Chairman,  notwithstanding  the  gram.  Refugee  and  Entrant  Assistance  enue  sharing  to  continue, 
outcome  which  was  just  announced.  I  Program.  Head  Start.  Community  I  hope,  that  with  the  help  of  our 
still  express  the  hope  that  our  Com-  services  Block  Grant.  Higher  Educa-  people  at  home,  this  will  be  only  a 
mittee  on  Rules  will  report  out  the  bill  tion  Act.  and  Low-Income  Home  holding  action  we  take  here  today, 
which  I  introduced  on  behalf  of  the  Energy  Assistance.  until  the  Rules  Committee  can  correct 
committee  that  provided  for  revenue  These  are  all  important  programs,  what  I  know  to  be  a  serious  mistake, 
sharing.  Because  action  is  pending,  benefici-  I  call  your  attention.  Mr.  Chairman. 
There  has  been  much  information  aries  of  these  programs  are  anticipat-  that  yesterday  the  administration  de- 
kicked  around  here.  I  have  the  highest  ing  their  continuation.  The  continuing  livered  to  our  office  a  statement  of  po- 
regard  for  everybody,  including  my  resolution  is  the  traditional  vehicle  sition  stating,  "In  particular,  the  ad- 
friends  on  the  Rules  Committee.  So  I  used  to  continue  them.  In  full  commit-  ministration  opposes  most  strongly 
want  to  call  your  attention  to  why  tee,  a  motion  was  made  to  strike  one  the  inclusion  of  funds  for  general  reve- 
they  should  go  ahead,  notwithstand-  of  those  unauthorized  programs— gen-  nue  sharing." 

ing  this  matter.  To  turn  down  a  rule  is  eral  revenue  sharing.  The  vote  on  that  After  the  action  of  our  friends  on 

not  easy,  it  is  not  easy  to  vote  that  motion  was  yeas  15;  nays  29,  and  the  the  Rules  Committee— instead  of  shar- 

way.  But  before  us  now  is  a  bill  that  motion  was  not  agreed  to.  House  Joint  ing  the  credit  for  eliminating  revenue 

totals  $561.9  billion  and  to  say  to  the  Resolution   730    as    reported   by    the  sharing,  today  the  administration  sent 

American  people  that  we  cannot  find  a  committee  is  privileged;  it  does  not  out    another    statement    eliminating 

way  to  save  the  one  program  that  af-  need  a  rule  but  a  rule  is  desirable  to  such  language.  In  other  words,  they 

fects  40,000  little  villages,  towns,  and  limit  the  number  of  amendments  be-  want  no  blame  for  your  actions, 

counties— revenue  sharing— is  just  ri-  cause  of  the  scope  of  the  resolution.  Now,  may  I  say  that  misinformation 

diculous  Eleven  of  the  thirteen  regular  appro-  has  been  distributed  here.  The  budget 
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friends  on 
;ad  of  shar- 
ng  revenue 
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eliminating 
vords,  they 
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nformation 
The  budget 


resolution  allocates  to  the  committee 
an  amount  of  discretionary  budget  au- 
thority. That  is  allocated  by  the  com- 
mittee to  the  13  subcommittees. 

So  at  the  beginning,  as  chairman  of 
the  committee  and  with  the  agree- 
ment of  the  subcommittee  chairman, 
we  worked  out  an  allocation  that  re- 
served $3.73  billion  for  revenue  shar- 
ing, since  the  authorizing  committee 
had  reported  H.R.  1400. 

Now,  I  have  had  letters  from  quite  a 
number  of  our  colleagues,  nice  letters, 
complaining  about  the  continuing  res- 
olution. I  can  add  my  own  complaints, 
tenfold  to  what  they  have  said  because 
we  have  to  do  the  work.  May  I  say  this 
happened  first,  as  I  recall  it,  in  1980. 
We  sent  all  our  appropriation  bills  to 
our  colleagues  on  the  other  side,  and 
they  were  busy  approving  the  Panama 
Canal  Treaty  and  did  not  handle  any 
one  of  them.  So  since  we  sent  them 
and  could  not  get  action,  we  in  turn 
sent  them  in  one  package  over  them, 
and  that  was  the  beginning  of  the 
large-scale  continuing  resolution. 

This  year  being  saddled  with  it 
again,  the  records  show  that  we  sent 
to  the  other  body  the  bills  on  Agricul- 
ture, Commerce-Justice,  District  of 
Columbia,  energy  and  water,  HUD-in- 
dependent  agencies.  Interior,  Labor- 
HHS-Education,  military  construction. 
Transportation,  Treasury-Postal  Serv- 
ice, and  legislative.  The  two  that  we 
did  not  send  were  defense  and  foreign 
assistance,  which  have  not  yet  been 
scheduled. 

So  when  we  wrote  this  bill,  we  used 
the  latest  action  by  the  House. 

We  put  in  this  bill  a  continuation  for 
the  year  of  the  bills  the  House  had  al- 
ready approved,  including  all  the 
amendments,  including  all  the  prohibi- 
tions, just  what  the  House  had  done. 

Then  for  various  reasons  our  legisla- 
tive committees  had  not  finished  their 
authorizations.  So  we  included  those 
ongoing  programs  which  lacked  au- 
thorization. 

FUNDING  FOR  DRUG  PROGRAM 

We  also  included  funding  for  the 
House-passed  Drug  Program— a  pro- 
gram which  I  helped  the  leadership  to 
develop  and  about  which  I  shall  speak 
further  at  a  later  point. 

Now  when  it  came  to  revenue  shar- 
ing, we  did  not  get  this  out  of  the  sky. 
As  I  say  again,  the  authorizing  com- 
mittee voted,  and  my  good  friend  Jack 
Brooks  is  chairman  of  it,  but  the  com- 
mittee voted  almost  3  to  1,  28  to  10,  to 
continue  the  program. 

They  went  before  the  same  Commit- 
tee on  Rules  and  got  a  rule.  That  is  a 
matter  of  record.  So  we  had  every 
reason  to  believe  that  this  was  in  the 
same  category  as  the  other  ongoing 
programs.  Now,  we  hear  complaints 
about  revenue  sharing.  But  listed  were 
19  other  similar  situations— programs 
that  were  operating  in  fiscal  year  1986 
but  for  which  authorization  for  fiscal 


year  1987  had  not  yet  been  enacted 
into  law. 

Now  may  I  say  again  that  we  did  the 
very  best  we  could.  In  the  letters  that 
I  have  from  some  of  my  colleagues, 
they  did  not  realize  that  a  continuing 
resolution  is  a  hybrid;  it  is  legislation 
and  appropriation  bill. 

I  know  that  one  newspaper  said  I 
have  had  nerve  to  come  out  with  an 
omnibus  bill,  and  the  President  ought 
to  have  the  right  to  item  veto.  I 
brought  out  a  bill  reflecting  the  action 
of  the  Committee  on  Appropriations, 
and  House  floor  action.  A  few  amend- 
ments were  adopted.  I  opposed  two  or 
three  of  those  amendments.  I  urged 
that  amendments  be  held  down.  But  I 
cannot  afford  to  hold  too  tightly  on 
this  side,  so  I  said  earlier  in  the 
debate.  Two  years  ago  the  other  body 
added  340  amendments  to  our  supple- 
mental bill  when  we  sent  it  to  them. 
This  year  there  were  224  amendments. 
Last  year  when  we  sent  a  continuing 
resolution,  they  added  135  amend- 
ments. 

So,  if  we  here  in  the  House  keep  our 
friends  and  our  colleagues  from  offer- 
ing any  amendments,  and  we  go  to 
conference,  then  we  are  helpless  to 
protect  ourselves  against  what  is 
added  in  the  other  body. 

RULES  COMMITTEE  URGED  TO  REPORT  REVENUE 
SHARING 

When  the  Rules  Committee  refused, 
and  refused  I  guess  is  the  proper  word, 
though  I  have  the  highest  regard  for 
them,  to  grant  a  rulemaking  House 
Joint  Resolution  730  in  order  because 
it  included  revenue  sharing,  I  spent 
yesterday  afternoon  trying  to  get 
them  to  see  what  I  am  telling  you. 
They  left  it  out  while  many,  many 
things  that  we  have  to  handle  by  con- 
tinuing resolution,  many  of  the  major 
things  in  this  bill,  had  to  have  protec- 
tion in  the  rule  or  they  would  go  out, 
too. 

So,  I  had  to  see  that  we  did  not  lose 
some  of  the  major  parts  of  this  bill  by 
reason  of  not  protecting  them. 

So,  I  was  called  upon  as  chairman  to 
introduce  this  bill  to  protect  many  of 
the  things  in  here  that  had  to  have 
protection,  including  the  Drug  Pro- 
gram. 

But  I  want  to  say  right  here  and  now 
I  will  never  be  one  that  believes  it 
sound  to  cut  only  your  own  people  in  a 
bill  of  $561  billion.  I  do  not  want  to 
have  to  answer  to  that.  The  circum- 
stances are  such  I  do  not  find  any 
excuse  for  the  action  we  have  taken. 

Now,  I  point  out,  and  I  want  to  say  it 
again,  that  I  read  in  the  paper  where 
they  said  I  backed  up.  I  have  not 
backed  up  a  step.  But  I  had  to  do  that 
which  was  necessary  to  keep  other 
worthwhile  programs  from  going  down 
the  drain. 

I  could  say  lots  more.  I  think  by  all 
means  we  should  not  look  at  our  own 
country  last.  Even  if  we  look  at  our 
country  last,  I  still  do  not  think  we 


should  cut  it  out.  We  have  foreign  aid, 
we  have  military,  everything  under 
the  sun,  but  the  only  one  that  they 
cut  is  that  which  goes  to  our  towns 
and  villages  and  counties  in  the  United 
States. 

They  are  satisfied;  they  are  my 
friends.  I  do  not  criticize  anybody. 

But  to  me  the  action  in  regard  to 
revenue  sharing  is  unexplainable. 

Mr.  Chairman,  this  continuing  reso- 
lution which  I  bring  before  the  House 
today  has  had  a  difficult  time.  I  have 
already  discussed  with  you  the  ques- 
tion of  revenue  sharing  and  what  was 
done  to  conform  this  resolution  to  the 
overall  outlay  target. 

As  I  mentioned  earlier,  the  resolu- 
tion which  is  before  the  House  today 
is  House  Joint  Resolution  738.  the 
fiscal  year  1987  continuing  resolution. 
The  bill  is  identical  to  the  resolution 
reported  by  the  House  Committee  on 
Appropriations  with  two  exceptions. 
The  net  effect  of  these  two  actions  is 
to  have  a  resolution  before  the  House 
today  that  is  $12.1  billion  below  the 
budget  authority  target  and  some  $200 
million  below  the  outlay  ceiling.  When 
you  compare  this  resolution  to  the 
amounts  requested  by  the  administra- 
tion for  the  Departments  which  are 
funded  through  this  legislative  device, 
we  are  $12.4  billion  under  the  Presi- 
dent's budget  authority  request  and 
$13.3  billion  under  his  outlay  figure 
for  discretionary  actions. 

HISTORY  OF  THE  RESOLUTION 

The  House  Appropriations  Commit- 
tee met  on  September  16,  1986,  and  or- 
dered House  Joint  Resolution  730  re- 
ported by  voice  vote.  The  bill  and  ac- 
companying report  (H.  Rept.  99-831) 
were  filed  on  September  17.  The  Com- 
mittee on  Rules  granted  a  rule  yester- 
day, September  24,  on  a  new  resolu- 
tion (H.J.  Res.  738)  in  lieu  of  the  re- 
ported committee  bill. 

STATUS  OF  APPROPRIATIONS  BILLS 

The  House  has  had  a  very  good  year 
with  respect  to  appropriations  bills.  As 
everyone  knows,  this  has  been  a  diffi- 
cult year  because  of  the  delay  in 
agreeing  with  the  other  body  on  the 
fiscal  year  1987  budget  resolution.  As  a 
result,  your  Appropriations  Commit- 
tee got  a  late  start.  We  were,  however, 
able  to  make  up  lost  time  and  report 
all  13  appropriations  measures  prior  to 
the  August  recess  and  actually  bring 
11  of  those  bills  to  the  House  floor  for 
consideration.  I  am  proud  to  say  that 
the  House  agreed  with  the  committee 
and  passed  all  11  of  those  bills  after 
open  and  full  debate.  This  continuing 
resolution  reflects  the  latest  action  of 
the  House  on  these  matters. 

The  two  bills  which  were  not  consid- 
ered by  the  House  are  the  foreign  as- 
sistance appropriations  bill— reported 
August  5— and  the  Defense  appropria- 
tions bill— reported  August  14.  Both  of 
these  bills  are  awaiting  floor  schedul- 
ing. 
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The  House  and  Senate  conferees 
have  been  able  to  meet  and  agree  on 
the  specifics  of  the  legislative  branch 
appropriations  bill  which  was  filed  in 
the  House  on  August  15  (H.  Rept.  99- 
805). 

FUNDING  LEVELS  UNDER  THE  RESOLUTION 

The  resolution  covers  all  13  regular 
Appropriations  bills  at  the  following 
rate  of  operation: 

One  bill  at  the  conference  rate— Leg- 
islative branch. 

Ten  bills  at  the  House  passed  rate: 
Agriculture;  Commerce-Justice;  Dis- 
trict of  Columbia;  Energy  and  Water; 
HUD-Independent  Agencies;  Interior; 
Labor-HHS-Education;  Military  Con- 
struction; Transportation;  and  Treas- 
ury-Postal Service. 

Two  bills  at  the  House  reported  rate: 
Defense  and  Foreign  Assistance. 

UNAUTHORIZED  PROGRAMS 

The  resolution  provides  for  the  con- 
tinuation of  programs  on  which  au- 
thorization action  is  not  complete  and 
funds  are  not  provided  in  one  of  the 
regular  13  bills.  Included  are  such  pro- 
grams as:  National  Health  Service 
Corps;  Alcohol  and  Drug  Abuse  Re- 
search Program;  Refugee  and  Entrant 
Assistance  Program;  Head  Start;  Com- 
munity Services  Block  Grant;  Higher 
Education  Act;  and  Low  Income  Home 
Energy  Assistance. 

DRUG  INITIATIVE 

The  resolution  includes  funding  for 
the  omnibus  drug  initiative  which  is 
provided  in  some  31  separate  accounts 
and  consistent  with  the  House-passed 
authorization  bill  (H.R.  5484).  There  is 
an  across-the-board  reduction  of  0.34 
percent  to  stay  within  the  fiscal  year 
1987  outlay  allocation. 


Let  me  read  from  the  committee 
report  which  I  wrote: 

The  Committee  includes  in  this  resolution 
supplemental  appropriations  for  fiscal  year 
1987  to  fund  the  recently  passed  "Omnibus 
Drug  Enforcement,  Education,  and  Control 
Act  of  1986"  (H.R.  5484).  This  authorization 
bill  passed  the  House  of  Representatives  on 
September  11,  1986  by  a  record  vote  of  392 
to  16.  In  light  of  the  overwhelming  support 
for  this  program  which  addresses  national 
needs,  the  Committee  has  provided 
$2,099,741,000  in  new  budget  authority. 

The  widespread  use  of  illegal  drugs  and 
the  detrimental  effect  this  is  having  on  soci- 
ety was  amply  documented  during  the 
debate  on  the  Omnibus  Drug  bill  before  the 
House  on  September  10  and  11,  1986.  The 
House  Appropriations  Committee  has  taken 
numerous  hours  of  testimony  through  the 
various  subcommittees  on  this  problem,  and 
has  provided  over  one  billion  dollars  in  on- 
going programs  to  combat  the  drug  prob- 
lem, in  addition  to  the  new  funds  in  this 
title.  It  is  the  Committees  firm  belief  that 
increased  awareness  and  dollars  alone  will 
not  be  enough  to  fight  the  drug  battle— we 
must  have  a  coordinated  effort  and  overall 
plan  within  the  government.  The  Commit- 
tee will  consider  any  needed  changes  and 
rearrangements  in  funding  that  may  be  nec- 
essary to  implement  this  program  when  a 
final  plan  is  developed  and  agreed  upon. 

TERMINATION  DATE 

The  resolution  is  for  a  full  year 
period. 

TOTALS  OF  REPORTED  CONTINUING  RESOLUTION 

The  continuing  resolution  for  fiscal 
year  1987  is  $12.1  billion  in  discretion- 
ary new  budget  authority  below  the 
fiscal  year  1987  congressional  budget 
resolution  and  $200  million  below  the 
discretionary  outlay  ceiling. 

LIMITATIONS 

Since  this  resolution  includes  all  13 
regular  appropriations  bills  at  speci- 


fied levels  of  funding  and  under  the 
terms  and  conditions  of  each  individ- 
ual bill,  it  embraces  all  the  limitations 
on  funding  carried  in  the  regular  bills 
such  as  those  regarding  abortion  fund- 
ing and  others, 

LEGISLATIVE  STATUS  OF  COMMITTEE  REPORT 

When  the  committee  reported  the 
original  resolution  House  Joint  Reso- 
lution 730,  the  committee  filed  an  ac- 
companying report  to  that  resolution 
(H.  Rept.  99-831).  It  is  the  desire  of 
the  committee  to  clarify  the  legislative 
status  of  that  report.  Because  the  rule 
which  provided  for  the  consideration 
of  this  new  resolution  differs  only  in 
two  aspects— that  dealing  with  reve- 
nue sharing  and  the  across-the-board 
cut  to  fund  the  drug  initiative,  all  of 
the  congressional  direction  to  the  vari- 
ous departments  and  agencies  that  are 
included  in  the  original  committee 
report  apply  to  this  legislative  meas- 
ure. It  is  the  clear  intention  of  the 
committee  that  House  Report  99-831 
be  treated  as  the  operative  report  for 
the  continuing  resolution. 

Mr.  Chairman,  the  development  of 
this  resolution  has  been  very  difficult 
for  both  myself  and  the  committee. 
We  have  only  3  working  days,  after 
today,  before  the  begirming  of  the 
fiscal  year  and  we  have  a  lot  to  do  if 
we  want  to  adjourn  this  Congress 
within  the  next  week  or  so  and  avoid  a 
"lame  duck"  session. 

Mr.  Chairman,  under  my  request  to 
include  additional  material,  I  will 
insert  in  the  Record  at  this  time  two 
tables  that  describe  the  budget  figures 
relating  to  this  resolution. 
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The  CHAIRMAN.  The  gentleman 
from  Mississippi  [Mr.  Whitten]  has 
consumed  9  minutes. 

Mr.  WHITTEN.  Mr.  Chairman.  I  re- 
serve the  balance  of  my  time. 

Mr.  CONTE.  Mr.  Chairman,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Chairman,  I  support  the  joint 
resolution.  I  would  like  to  give  my  col- 
leagues a  factual  description  of  its 
major  provisions,  and  the  best  esti- 
mates that  we  have  of  discretionary 
budget  authority  and  outlays  for  those 
provisions. 

The  conference  report  appropriates 
for  the  programs,  projects  and  activi- 
ties in  the  13  appropriation  bills  for  all 
of  fiscal  1987  at  the  rate,  and  under 
the  terms  and  conditions,  of  the  bills 
as  reported  to  or  passed  by  the  House, 
including  the  conference  report  on  the 
legislative  bill,  and  continues  the  un- 
authorized Labor-HHS-Education  Pro- 
grams at  the  current  rate  with  one  ex- 
ception. 

The  rates  for  the  13  appropriation 
bills,  plus  the  unauthorized  Labor- 
HHS-Education  Programs,  total  $455.1 
billion  in  discretionary  budget  author- 
ity and  $261  billion  in  outlays,  which  is 
$236  million  below  the  conunittee's 
outlay  allocation. 

The  committee  added  about  40  indi- 
vidual provisions,  some  legislative  in 
nature,  to  deal  with  issues  ranging 
from  military  procurement  reform  to 
the  reporting  date  for  the  Interagency 
Committee  on  Cigarette  and  Little 
Cigar  Fire  Safety. 

Most  of  these  provisions  are  objec- 
tionable to  the  administration. 

The  committee  also  added  $2.1  bil- 
lion in  budget  authority  and  $894  mil- 
lion in  outlays  for  the  programs  in  the 
House-passed  drug  bill.  The  outlays 
for  these  drug  programs  would  make 
the  total  discretionary  outlays  in  the 
conference  report  exceed  the  commit- 
tee's allocation  by  $658  million. 

In  total,  the  conference  report  pro- 
vides $457.2  billion  in  discretionary 
budget  authority,  and  $261.9  billion  in 
outlays. 

The  administration  has  taken  the 
position  that  defense  and  internation- 


al affairs  should  be  funded  at  the 
levels  provided  in  the  House  budget 
resolution;  that  we  negotiate  objec- 
tionable legislative  provisions  in  the 
individual  bills,  and  that  discretionary 
spending  for  domestic  programs  not 
exceed  the  totals  on  the  Senate  302  al- 
locations. 

It  will  be  very  difficult  to  reach  an 
agreement  with  the  Senate  that  can 
also  pass  the  House  before  the  elec- 
tion, particularly  on  defense  and  for- 
eign aid. 

However,  I  oppose  the  percentage 
cut  in  all  13  of  the  appropriation  bills 
to  offset  the  $894. million  in  additional 
outlays  for  the  drug  programs.  This 
cut  is  ill-conceived  and  premature. 

This  cut  was  rejected  by  the  full  Ap- 
propriations Committee. 

This  cut  is  opposed  by  the  adminis- 
tration. 

And  percentage  cuts  in  five  appro- 
priation bills  were  rejected  by  the 
House  this  year. 

We  have  taken  11  bills  to  the  floor 
of  this  House,  where  they  were  subject 
to  debate  and  amendment.  Across-the- 
board  cuts  were  offered  to  eight  of 
those  bills.  Three  passed  and  five  were 
defeated.  The  House  has  spoken  on 
this  issue.  Yet  this  resolution  would 
cut  three  of  those  bills  a  second  time, 
and  would  cut  five  of  those  bills  where 
the  House  specifically  rejected  across- 
the-board  cuts. 

To  get  this  conference  report  signed 
into  law,  we  will  have  to  negotiate 
against  an  OMB  benchmark  or  some 
estimate  based  on  the  Gramm- 
Rudman  baseline. 

Yet  this  resolution  would  make 
across-the-board  cuts  to  get  below  our 
allocation  of  outlays  from  the  budget 
resolution,  a  figure  that  will  mean  ab- 
solutely nothing  when  push  comes  to 
shove,  as  it  will  when  we  confer  with 
the  Senate  and  negotiate  with  OMB. 

Mr.  Chairman,  I  yield  1  minute  to 
the  gentleman  from  Pennsylvania 
[Mr.  Walker]. 

Mr.  WALKER.  Mr.  Chairman,  I 
have  to. say  I  have  a  little  different 
opinion  of  this  bill.  We  have  done  a  lot 
of  talking  about  drugs  around  here  in 


recent  weeks.  Well,  here  you  have  the 
ultimate  liberal  high.  Here  is  a  bill 
that  manages  to  spend  a  record-break- 
ing amount  and  at  the  same  time  uni- 
laterally disarms  the  United  States.  I 
caiuiot  imagine  anything  that  is  a 
more  perfect  summation  of  what  the 
liberals  have  told  us  is  the  right  thing 
for  this  country  in  one  little  bill  than 
this  particular  one. 

I  say  that  this  bill  represents  record- 
breaking  spending.  Well  it  does. 

This  bill  is  the  largest  single  expend- 
iture in  history. 

Let  me  repeat  that:  this  bill  is  the 
largest  single  expenditure  in  the  re- 
corded history  of  humankind. 

Where  did  I  get  that  figure?  I  went 
to  the  Library  of  Congress.  The  Li- 
brary of  Congress  tells  me  that  never 
in  history  has  anybody  spent  this 
much  money  in  one  fell  swoop.  If  you 
take  the  kings  of  Prance,  if  you  take 
the  Roman  emperors,  if  you  take  the 
Pharaohs,  the  rulers  of  Babylon,  none 
of  them  spent  this  much  money. 

So  here  you  are,  you  are  there, 
ladies  and  gentleman,  you  are  here  on 
a  history-making  event.  As  the  House 
votes  tonight,  you  are  voting  for  the 
largest  single  expenditure  in  the  entire 
history  of  humankind. 

I  say  we  vote  "no." 

Mr.  WHITTEN.  Mr.  Chairman,  I 
yield  myself  2  minutes. 

Let  us  keep  one  thing  straight  here. 
I  repeat  again,  this  across-the-board 
cut  was  not  to  provide  budget  author- 
ity for  revenue  sharing.  The  appropri- 
ate committee  had  passed  a  bill  carry- 
ing on  revenue  sharing.  The  Rules 
Committee  gave  them  a  rule. 

So  we  set  that  money  aside,  in  a  re- 
serve. The  across-the-board  cut  arose 
in  this  way:  Under  the  Budget  Act  our 
Budget  Committee  went  along  with 
the  Senate,  which  tied  down  outlays. 

D  1935 

We  do  not  have  to  follow  that.  Out- 
lays are  not  nm  by  the  Congress;  they 
are  controlled  by  the  executive 
branch. 

But  in  order  to  meet  the  outlay 
limits  which  our  Budget  Committee 
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had  adopted,  I  asked  the  subcommit- 
tee chairmen  if  they  wished  to  exceed 
the  outlays  and  they  said  no  but  they 
agreed  that  an  across-the-board  cut 
was  the  easiest  way  to  reduce  the  out- 
lays. It  was  on  that  basis  that  I  recom- 
mended that  the  committee  consider 
such  cuts. 

1  had  the  subcommittee  chairmen 
there  and  I  offered  my  proposition.  I 
said  that  anyone  who  had  a  better 
idea  and  wants  to  sign  it.  lay  it  out 
here.  No  one  accepted  my  offer.  So  I 
did  the  best  I  could. 

But  do  not  think  that  revenue  shar- 
ing, which  had  been  passed  by  the 
committee,  had  anything  to  do  with 
the  across-the-board  cut.  It  had  to  do 
with  all  the  other  items  in  it.  I  just 
wanted  to  keep  the  record  straight  on 
that. 

Mr.  CONTE.  Mr.  Chairman.  I  yield  1 
minute  to  the  gentleman  from  Wiscon- 
sin [Mr.  Roth]. 

Mr.  ROTH.  Mr.  Chairman.  I  rise  in 
support  of  general  revenue  sharing. 
General  revenue  sharing  is  a  program 
that  works.  It  is  one  that  embodies  the 
notion  that  "local  government  is  the 
best  govemmnet."  And  it  is  one  that  is 
clearly  necessary  for  many  rural  com- 
munities to  survive. 

Almost  all  recipients  to  revenue 
sharing  are  small  towns  with  less  than 
2.500  people.  In  my  own  district  272 
government  units  receive  some  fund- 
ing. Here  we're  not  talking  about  big 
cities,  but  small  rural  villages  and 
towns.  Places  like  Crivitz  and  Wabeno 
and  Bear  Creek.  Communities  which 
have  aleady  been  hit  hard  by  the  farm 
crisis. 

Most  of  these  towns  receive  no  other 
Federal  funding.  Virtually  their  only 
source  of  revenue  is  the  property  tax, 
and  many  are  taxing  to  the  limit  of 
their  authority  now. 

My  own  State  of  Wisconsin  depends 
on  Federal  aid  slightly  less  than  the 
average  State;  the  State  and  local  gov- 
ernments in  Wisconsin  received  17.2 
percent  of  their  general  revenue  from 
the  Federal  Government  in  1984. 

But  local  property  taxes  in  Wiscon- 
sin are  high.  Wisconsin  ranks  seventh 
in  the  United  States  in  terms  of  prop- 
erty tax.  and  third  in  terms  of  farm 
property  tax.  Taking  the  1985  levels  of 
general  revenue  sharing,  if  revenue 
sharing  was  completely  eliminated, 
local  governments  in  Wisconsin,  not 
including  school  and  other  special  dis- 
tricts, would  have  to  raise  property 
taxes  by  12  percent  to  make  up  for  the 
loss. 

And  Wisconsin  is  certainly  not  alone. 
Similar  pictures  can  be  painted  across 
the  Nation. 

But  let  me  localize  this  problem  even 
further,  because  that's  what  this  issue 
is— a  local  one.  Forest  County  in  my 
district  is  receiving  about  $129,000  in 
revenue  sharing  funds,  equal  to  over  a 
quarter  of  the  county  taxes.  Of  this 
amount,  $86,000  is  spent  in  the  sher- 


iff's department,  $35,000  on  highway 
maintenance,  and  $7,700  on  a  commis- 
sion on  aging.  At  a  time  when  the 
county's  tax  capacity  is  declining  and 
its  costs  increasing,  the  loss  of  GRS 
will  necessitate  reductions  in  basic 
services  that  could  cause  real  hard- 
ships for  the  citizens  of  the  county. 

For  too  long  the  Federal  Govern- 
ment has  been  in  the  habit  of  swallow- 
ing up  the  individual's  money  and  of- 
fering him  or  her  back  little  that  is 
tangible  or  vitally  necessary.  General 
revenue  sharing  allows  funds  to  be  re- 
directed so  that  they  can  be  used  most 
effectively  to  help  those  who  contrib- 
uted. That  is  why  the  continuation  of 
this  program  is  so  vital  to  the  future 
of  small  town  America. 

Mr.  CONTE.  Mr.  Chairman,  I  yield  5 
minutes  to  the  gentleman  from  Illinois 
[Mr.  Porter]. 

Mr.  PORTER.  Mr.  Chairman,  here 
we  are  again  for  the  32d  straight 
year— every  one  since  1954,  when  the 
Republicans  last  controlled  the  Con- 
gress—about to  pass  another  continu- 
ing resolution. 

We've  had  all  year  to  get  the  job 
done  and  sent  13  separate  appropria- 
tions bills  to  the  President  for  his  ap- 
proval or  veto.  Not  one  has  been  sent. 
Mr.  Chairman.  Not  one. 

So  we  stuff  all  13  into  this  one  vehi- 
cle, add  all  the  unauthorized  programs 
that  haven't  been  enacted  either— 15 
in  all,  costing  more  than  $10  billion— 
and  cast  one  "yes"  or  "no"  vote  on  the 
whole  package. 

My  vote,  Mr.  Chairman  is  "no".  It's 
not  "no"  on  any  particular  part  of  the 
package.  It's  "no "  on  the  procedure. 
It's  "no"  to  irresponsibility.  It's  "no" 
to  allowing  a  few  senior  members  to 
control  the  content.  It's  "no"  to  my 
chairman  incredibly  marking  up  a  new 
bill— although  a  better  one— alone, 
without  even  calling  the  committee  to- 
gether. It's  "no"  to  once  again  putting 
in  everyone's  spending  priorities  and 
sending  the  bill  for  them  to  our  chil- 
dren. Somehow,  somewhere,  soon  this 
madness  must  end.  Thirty-two  years  of 
fiscal  insanity  is  enough. 

It's  time  for  our  President  and  our 
leaders  to  say,  'America  is  in  a  crisis 
of  red  ink  "—a  crisis  that  threatens  to 
destroy  not  only  our  economic  growth, 
but  the  economic  opportunities  for  in- 
dividual growth  that  inhere  in  a  free 
system— upward  economic  mobility, 
the  foundation  upon  which  all  our 
freedoms,  including  political  freedoms, 
rest. 

America  is  in  a  crisis,  and  we  must 
ask  not  whether  we  can  get  our  par- 
ticular spending  priorities  in  ahead  of 
the  next  guy's,  but  what  each  of  us  is 
willing  to  give  up  to  solve  this  terrible 
problem. 

We  must  tell  our  constituents  to 
stop  writing  us  the  letters— and  you've 
all  received  them— that  start  out  by 
saying,  "You  people  in  Congress  must 
balance  the  budget."  and  then  go  on 


to  say.  "and,  incidentally,  be  sure  to 
raise  my  retirement  COLA",  or  "in- 
crease defense  spending,"  or  "raise  the 
limit  on  my  education  grant." 

No.  our  constituents  are  going  to 
have  to  write  to  say  "Balance  the 
budget,  and.  to  help  do  so.  I'm  willing 
to  have  my  benefits"  or  "my  favorite 
program  frozen,  or  even  somewhat  re- 
duced, if  everyone  else  is  willing  to  do 
the  same  with  theirs." 

It  is  time,  Mr.  Chairman,  to  stop  the 
exploitation  of  our  young.  This  bill 
continues  the  "fiscal  child  abuse"  that 
is  the  hallmark  of  America  in  the 
1960's.  1970's  and  1980's.  and  I  cannot 
support  it. 

I  would  hope,  in  all  this,  that  our 
leaders  will  hear  the  message  loud  and 
clear— and  that  our  President  will 
start  1987  with  a  strong  message  to 
Congress  early  in  the  year  that  under 
no  circumstances  will  he  tolerate  a 
continuing  resolution  of  any  type  for 
fiscal  year  1988;  that  if  we  send  him 
one  in  late  September  next  year  he 
will  veto  it.  and  force  us  to  act  honest- 
ly and  straightforwardly  on  each  ap- 
propriation bill— separately  and  on 
time. 

If  he  will  do  so,  he  will  find  amazing- 
ly strong  support  in  the  Congress  and 
among  the  American  people  for  his 
leadership.  It's  time,  Mr.  Chairman, 
it's  time. 

Mr.  WHITTEN.  Mr.  Chairman.  I 
yield  8  minutes  to  the  gentleman  from 
Iowa  [Mr.  Smith]. 

Mr.  SMITH  of  Iowa.  Mr.  Chairman. 
I  think  this  is  a  good  time  to  reflect 
upon  how  we  happen  to  be  here  today 
on  this  continuing  resolution  as  well 
as  considering  the  funding  levels  that 
are  covered  by  it. 

Last  year  the  House  passed  a  budget 
resolution  and  allocations  were  made 
by  the  Appropriations  Committee  to 
the  various  committees  pursuant  to 
section  302  of  the  Budget  Act.  That 
was  Completed  in  April  or  May.  The 
Appropriations  Subcommittees  then 
marked  up  their  bills  and  some  were 
passed  on  the  House  floor  in  plenty  of 
time  to  have  gone  to  the  Senate  and 
been  conferenced  and  completed  long 
before  the  beginning  of  this  fiscal 
year. 

However,  the  military  authorization 
bill  which  was  due  1  year  earlier  was 
not  agreed  upon  until  after  most  of 
the  appropriations  bills  had  been 
passed  and  in  order  to  reach  an  agree- 
ment on  that  bill  the  conferees  agreed 
to  an  amount  for  Defense  appropria- 
tions that  was  approximately  $10  bil- 
lion in  excess  of  the  amount  the  Ap- 
propriations Conunittee  had  already 
allocated  to  that  function. 

Then  following  that  a  joint  budget 
resolution  was  agreed  to  reflecting 
those  higher  military  authorization 
levels.  In  the  end  the  delaying  of  the 
budget  process,  the  tardiness  of  the 
military    authorization   bill    and    the 
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changing  of  the  allocations  after  most 
of  them  had  already  been  incorporat- 
ed into  bills  resulted  in  delays  and  the 
necessity  for  a  continuing  resolution, 
and  in  military  appropriation  being  at 
least  $7  billion  more  than  they  would 
have  otherwise  been.  Since  it  was  too 
late  to  cut  others  that  already  had 
been  funded,  the  budget  process  and 
the  late  military  authorization  togeth- 
er increased  the  deficit  by  at  least  $7 
billion. 

It  is  bad  enough  for  this  to  have 
happened  1  year,  but  mistakes  can  be 
forgiven  if  we  profit  from  the  mis- 
takes. Apparently  the  House  did  not 
learn  a  lesson— because  this  year  have 
gone  down  a  similar  road. 

This  year  the  House  budget  resolu- 
tion was  passed  late,  but  the  House 
Appropriations  Subcommittees  pro- 
ceeded upon  the  basis  of  302  alloca- 
tions that  were  consistent  with  that 
budget  resolution.  We  had  every 
reason  to  believe  that  after  the  experi- 
ence of  a  year  earlier,  we  surely  would 
be  able  to  abide  by  that  resolution  in- 
stead of  being  directed  to  change  by  a 
joint  House-Senate  resolution  being 
agreed  to  after  our  bills  were  marked 
up. 

But,  in  late  June  a  joint  resolution 
was  agreed  to  which  changed  not  only 
the  totals  in  the  House  budget  resolu- 
tion, but  also  agreed  to  accept  outlay 
figures  which  anyone  should  have 
known  could  not  be  adhered  to  at  that 
point  and  besides,  outlays  are  really 
under  the  control  of  the  administra- 
tion. We  are  normally  bound  by 
budget  authority  which  is  controlled 
by  the  Congress. 

The  administration  can  shift  $25  or 
$30  billion  in  outlays  from  one  fiscal 
year  to  another  by  paying  bills  either 
early  or  late,  so  being  bound  by  outlay 
figures  means  that  we  must  use  their 
estimates  of  outlays  as  a  primary  com- 
ponent. That  joint  budget  resolution 
also  used  outlay  figures  which  would 
likely  be  unattainable  and  using  fig- 
ures which  were  almost  unattainable 
anyway  means  that  severe  adjust- 
ments must  be  made  later  in  a  recon- 
ciliation bill. 

In  August,  the  military  authoriza- 
tion bill  that  was  due  in  September 
1985  passed  the  House  and  is  not  even 
going  to  go  to  conference.  But  this 
tardy  bill  which  will  not  become  law  is 
being  used -as  the  basis  for  increasing 
appropriations  for  the  military  and 
therefore  it  is  said  appropriations  for 
domestic  programs  which  had  already 
been  made  must  be  cut  to  accommo- 
date the  military  increase.  Then,  yes- 
terday in  order  to  meet  the  outlay  fig- 
ures that  we  should  not  have  agreed  to 
in  June  and  which  neither  the  admin- 
istration nor  Congress  wanted  to  abide 
by  through  a  sequestration,  the  ad- 
ministration and  Congress  jointly 
agreed  to  a  phony  deficit  reduction 
bill  called  reconciliation.  It  was  a 
scam. 


Meanwhile,  in  July  the  House  has 
cut  several  bills  across  the  board  in 
order  to  meet  illusory  outlay  figures 
which  should  not  have  been  agreed  to 
in  June  and  which  were  changed  in 
August.  One  of  those  amendments  to 
the  part  of  the  bill  that  is  funded  by 
the  Subcommittee  on  Commerce,  Jus- 
tice, State,  and  the  Judiciary  was  a  cut 
of  $161  million  from  agencies  which 
deal  with  drug  problems.  After  the 
members  voted  by  a  vote  of  213  to  125 
to  cut  those  programs  in  July,  it 
passed  a  new  drug  bill  by  an  overwhel- 
ing  majority  which  increased  the  au- 
thority for  drug  program  by  $3  billion 
and  200  of  the  same  members  who 
voted  to  cut  $161  million  out  of  those 
progams  in  July,  then  voted  in  Sep- 
tember to  increase  authorizations  by 
$3  billion. 

Lets  face  it,  the  process  is  not  under 
control.  Authorizations,  especially 
military  authorizations,  are  being 
passed  1  year  too  late  which  cause 
those  bills  to  be  irrelevent  as  far  as 
providing  guidelines  to  the  agencies  is 
concerned;  but  it  does  result  in  giving 
an  argument  to  increase  allocations 
after  appropriations  bills  have  been 
finished.  Following  this  process  of  rec- 
ognizing tardy  authorizations  bills  re- 
sults in  adding  for  those  programs 
that  are  increased  in  a  late  authoriza- 
tion, but  it  is  too  late  to  offset  the  re- 
visions by  cuts  in  other  programs  and 
therefore  we  either  end  up  with 
higher  deficit  or  a  further  reduction  in 
all  programs. 

Also,  budget  resolutions  not  being 
passed  by  April  15  hold  up  the  appro- 
priations process  and  in  the  end  con- 
tribute to  increasing  the  deficit.  Clear- 
ly if  the  budget  process  is  used,  we 
should:  First,  pass  the  House  budget 
resolution  on  time  and  stay  with  that 
House  budget  resolution  unless  the 
Senate  agrees  with  the  House  on  a 
joint  resolution  by  April  15;  second, 
make  sure  that  authorizations  are 
passed  on  time,  this  means  that  no 
rule  should  be  granted  on  an  authori- 
zation bill  that  does  not  cover  the  next 
fiscal  year;  and  third,  not  agree  to 
outlay  levels— which  are  under  the  ad- 
ministration's control— because  the  ad- 
ministration gains  the  ability  to  whip- 
saw  Congress  and  in  the  end  get  more 
money  for  their  priorities  and  thereby 
increase  the  deficit. 

Those  who  do  not  like  continuing 
resolutions  should  push  for  these  re- 
forms. To  complain  about  continuing 
resolutions  and  to  participate  in  the 
process  and  procedures  which  causes 
us  to  have  them  is  not  helpful.  Unfor- 
tunately too  many  who  complain  are 
the  same  ones  who  cannot  face  the 
fact  that  hanging  onto  a  budget  proc- 
ess which  is  not  working  properly  is 
causing  the  trouble. 

This  continuing  resolution  contains 
the  funding  levels  for  the  Commerce, 
Justice,  State,  the  Judiciary,  and  the 
independent  agencies  which  were  in 


that  bill  as  it  passed  the  House  on 
July  17  after  the  Frenzel  amendment 
was  adopted  which  cut  drug  related  ac- 
tivities by  $161  million.  This  bill  also 
contains  a  provision  to  fund  the  new 
drug  bill  but  in  order  to  do  that  it  is 
necessary  at  this  point  to  have  an 
across-the-board  cut  in  all  discretion- 
ary programs  in  the  whole  government 
by  a  0.34-percent.  So,  when  the  confer- 
ence on  the  new  drug  bill  brings  that 
bill  back  to  the  House  and  you  vote  on 
that,  you  will  also  be  voting  to  cut  edu- 
cation or  health  and  justice  and  other 
discretionary  programs  in  order  to  fi- 
nance it. 

The  new  drug  bill  contained  no 
money  for  the  courts  but  it  added  de- 
mands for  court  services.  The  Frenzel 
amendment  and  the  across-the-board 
cut  to  pay  for  the  new  drug  bill  cuts 
the  courts  more  than  $50  million  at 
the  same  time  the  new  bill  adds  de- 
mands for  services.  This  combination 
is  sure  to  result  in  delays  in  court  and 
simply  not  make  access  to  justice 
available.  There  are  other  examples  of 
cuts  which  will  cripple  important 
agencies. 

In  short,  the  Members  of  the  House 
have  given  so  many  inconsistent  sig- 
nals this  year  on  the  part  of  the  bill 
that  is  funded  under  the  subcommit- 
tee I  am  privileged  to  chair  that  it  is 
impossible  to  know  what  the  Members 
really  want.  Also,  the  money  is  so  in- 
sufficient for  this  part  of  the  bill  that 
Members  should  be  warned  that  most 
of  you  will  probably  not  like  the  con- 
ference agreement  when  it  is  conclud- 
ed because  there  is  no  way  to  fund 
more  services  with  about  8  percent  less 
money  and  do  it  adequately. 

For  example,  numerous  Members  by 
letters  and  other  communications  and 
votes  on  authorizations  bills  clearly  in- 
dicated that  they  want  more  people 
working  on  border  problems  and  in 
the  Immigration  and  Naturalization 
Service;  but  the  Frenzel  amendment 
by  a  vote  of  213  to  125  reduced  the  Im- 
migration and  Naturalization  Service 
funding  by  $30.4  million  and  the  ma- 
jority of  members  on  the  Mexican 
border  who  were  so  strong  for  in- 
creases voted  for  the  cut. 

I  hope  that  Members  will  think 
about  some  of  these  things  that  I  have 
discussed  and  will  help  to  change  the 
procedures  in  the  next  Congress  so 
that  we  can  avoid  a  continuing  resolu- 
tion next  year;  and  also  be  more  cogni- 
zant of  the  fact  that  funding  levels  are 
determined  by  several  bills  prior  to  the 
time  we  reach  a  continuing  resolutiorn 
and  that  inconsistent  votes  during  the 
year  to  cut  and  then  add  then  cut 
again  do  not  contribute  to  the  budget 
obligation  of  priority. 

I  urge  passage  of  the  bill  so  we  can 
go  to  conference  and  finish  the  proc- 
ess the  best  we  can  for  fiscal  year 
1987. 
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Mr.  CONTE.  Mr.  Chairman,  I  yield  1 
minute  to  the  gentleman  from  Minne- 
sota [Mr.  Prenzel]. 

Mr.  FRENZEL.  I  thank  the  gentle- 
man for  yielding  me  this  time. 

Mr.  Chairman,  this,  I  am  told,  is  the 
largest  spending  bill  that  has  ever 
been  passed  any  time,  anywhere.  That 
alone  is  almost  enough  to  disqualify  it. 
It  represents  a  failure  of  our  system, 
our  budget  system,  the  failure  of  our 
committee  system  that  we  cannot  pass 
the  various  cost  bills  for  the  Congress 
and  for  the  operation  of  the  Govern- 
ment in  the  normal  manner. 

It  contains  the  overspending  that  we 
saw  in  each  of  the  appropriations  bills 
as  they  passed  before  us.  In  addition, 
there  is  $9  billion  more  which  was  not 
in  Labor  and  HHS  because  programs 
were  unauthorized.  There  are  two  con- 
ference committees  apparently  ready 
to  meet.  They  are  not  meeting.  In- 
stead, we  are  throwing  everything  into 
this  one  bag. 

In  my  judgment  it  is  a  failure  of  the 
system.  I  think  the  way  to  reward 
those  who  have  created  it  is  to  defeat 
it,  send  them  back  to  the  drawing 
boards  and  bring  us  something  ration- 
al. 

I  urge  the  defeat  of  the  bill. 

Mr.  CONTE.  Mr.  Chairman,  I  re- 
serve the  balance  of  my  time. 

Mr.  WHITTEN.  Mr.  Chairman,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  California  [Mr. 
Fazio]. 

Mr.  FAZIO.  I  thank  the  gentleman 
for  yielding  time  to  me. 

Mr.  Chairman,  I  rise  in  strong  sup- 
port of  the  continuing  resolution. 

Mr.  Chairman,  more  and  more  atten- 
tion is  being  paid  these  days  to  the 
continuing  resolution  and  the  reconcil- 
iation bill.  This  is  because  they  must 
pass  sooner  or  later,  and  so  become 
the  most  promising  vehicles  for  legis- 
lative provisions  which  get  caught 
elsewhere  in  the  Congressional  laby- 
rinth. 

We  have  one  of  those  bills  before  us 
now,  the  1987  continuing  resolution. 
As  usual  we  face  a  number  of  col- 
leagues who  share  the  usual  skeptical 
view  of  our  efforts.  They  fear  we  tres- 
pass on  the  jurisdiction  of  authorizing 
committees,  albeit  often  at  the  author- 
izing committee's  own  request.  They 
fear  we  try  to  sneak  through  provi- 
sions which  are  bad  policy,  or  insuffi- 
ciently considered  policy.  In  reality, 
this  happens  much  less  often  than 
critics  enjoy  thinking,  but  we  are 
nonetheless  burdened  by  their  general 
criticism. 

This  is  a  good  bill;  more  often  than 
you  think,  we  do  things  right.  I  want 
to  speak  today  about  two  examples  of 
good  provisions  in  this  bill.  They  are 
dependent  on  it  for  speedy  enactment 
and  they  are  of  great  tangible  benefit 
to  people  who  need  them. 


Unfortunately,  there  is  also  one 
major  example  of  a  provision  which 
needs  to  be  better  thought  out  and 
which  will  have  the  opposite  effect 
from  what  its  supporters  intend.  I  am 
referring  to  the  amendment  by  my 
good  friend  from  Massachusetts,  Mr. 
CoNTE.  He  would  place  a  $250,000  ceil- 
ing on  payments  to  farmers  participat- 
ing in  the  Federal  Crop  Program. 

Mr.  CoNTE  and  Chairman  de  la 
Garza  of  the  Agriculture  Committee 
have  been  working  out  a  compromise 
which  I  hope  will  come  to  completion. 
I  then  hope  it  can  be  supported  by 
unanimous  consent  on  the  floor.  If 
not,  I  strongly  urge  my  colleagues  to 
prepare  for  another  time  when  we  can 
bring  the  effect  of  this  effort  more  in 
line  with  its  intent. 

This  limit  looks  for  all  the  world  as 
though  it  would  reduce  costs  to  the 
Federal  Government  because  it  would 
limit  payments  to  farmers.  It  also 
looks  like  it  would  help  small  farmers, 
because  it  would  make  minimal  pay- 
ments to  larger  ones. 

In  fact,  by  driving  large  farmers  out 
of  the  acreage  reduction  programs  it 
will  flood  the  market  with  produce 
and  cut  the  economic  underpinnings 
out  from  under  the  less  capitalized 
smaller  farmers.  Because  these  smaller 
farmers  will  then  have  no  choice  but 
to  dump  their  unsellable  product  onto 
the  Commodity  Credit  Corporation, 
the  Federal  budget  will  be  hurt,  not 
helped,  by  this  amendment. 

As  an  example:  our  new  rice  pro- 
gram requires  farmers  participating  in 
the  program  to  set-aside  up  to  35  per- 
cent of  their  acreage  hence  lowering 
overall  production,  decreasing  supply 
and  driving  up  the  price.  Thus  far,  the 
set-aside  program,  in  combination  with 
other  provisions  of  the  program  which 
have  increased  rice  exports,  has  been 
very  helpful  for  the  U.S.  rice  industry. 

A  $250,000  cap  on  payments  would 
discourage  larger,  more  efficient  grow- 
ers from  participating  in  the  rice  pro- 
gram. Those  growers  could  then  plant 
on  100  percent  of  their  available  acre- 
age. As  production  increases,  the  do- 
mestic supply  would  go  up  and  the 
price  go  down.  Smaller  farmers  would 
then  have  the  unfortunate  choice  of 
either  selling  their  rice  on  the  market 
at  depressed  prices  or  forfeiting  their 
crop  to  the  Federal  Government  and 
having  the  taxpayer  absorb  the  cost. 
This  problem  alone  would  bring  enor- 
mous new  debts  to  the  farm  program 
system.  For  other  reasons,  the  Presi- 
dent's Office  of  Management  and 
Budget  has  further  estimated  that  Mr. 
CoNTE's  amendment  could  add  $400 
million  to  next  year's  deficit  for  all 
program  crops. 

One  of  the  good  provisions  in  this 
bill  would  prevent  the  transfer  of  po- 
tentially hundreds  of  millions  of  dol- 
lars in  irrigation  drainage  costs  in- 
curred by  the  Westlands  Water  Dis- 
trict to  the  power  customers  of  Cali- 


fornia's Central  Valley  project.  This 
amendment  has  been  worked  out  with 
my  good  friend,  Tony  Coelho,  who 
represents  the  irrigators  in  question. 
He  deserves  the  thanks  of  all  the 
power  users  in  the  Central  Valley 
project  for  the  good  faith  he  has  exer- 
cised to  help  solve  their  problem  while 
he  has  been  wrestling  with  a  very  dif- 
ficult set  of  his  own. 

The  Westlands  amendment's  basic 
effect  is  to  interfere  with  that  mecha- 
nism in  Bureau  of  Reclamation  repay- 
ment policy  which  transfers  certain 
project  irrigators'  costs  to  the  power 
users  of  the  project  when  those  costs 
exceed  the  ability  of  the  irrigators  to 
pay  for  them.  The  amendment  is  made 
necessary  by  a  recent  opinion  of  the 
Solicitor  for  the  Department  of  Interi- 
or, who  argues  that  certain  drainage 
and  distribution  system  costs  in  the 
San  Luis  unit  of  the  Central  Valley 
project  are  repayable  through  the 
Bureai/  of  Reclamation's  main  CVP  ir- 
rigation water  supply  contract  with 
Westlands.  Thus,  costs  in  excess  of  the 
irrigators'  ability  to  pay  would  be  eligi- 
ble for  transfer  to  the  power  users. 

This  amendment  is  neutral  with  re- 
spect to  the  merits  of  the  solicitor's 
opinion.  However,  I  offered  the 
amendment  to  clarify  that  no  matter 
whose  interpretation  of  statute  ulti- 
mately prevails,  no  distribution  and 
drain  costs  in  the  San  Luis  unit,  in- 
cluding the  cleanup  of  the  Kesterson 
Reservoir,  will  be  transferred  to  power 
users  under  the  ability  to  pay  ap- 
proach. This  is  consistent  with  repay- 
ment policy  covering  all  other  units  of 
the  Central  Valley  project.  Existing 
laws  should  work  to  ensure  that  costs 
beyond  the  irrigators'  ability  to  pay 
will  not  get  transferred  onward  to  the 
taxpayers. 

The  legacy  of  relations  between  the 
Westlands  Water  District,  the  Depart- 
ment of  Interior,  and  other  water  and 
environmental  groups  in  California  is 
characterized  by  anger  and  confusion. 
These  problems  have  been  compound- 
ed by  the  grim  implications  of  the  se- 
lenium crisis  affecting  the  San  Joa- 
quin Valley.  Mr.  Coelho's  openness  to 
the  concerns  of  others  is  very  much 
appreciated  in  this  truly  difficult  con- 
text. 

It  should  also  be  clear  to  our  col- 
leagues that  this  amendment  would 
protect  private  utilities  as  well  as  the 
public  utilities  who  are  preference  cus- 
tomers of  the  CVP.  It  protects  all  pur- 
chasers of  CVP  power  from  the  trans- 
fer of  San  Luis  Unit  distribution 
system  and  drainage  costs,  directly  or 
indirectly.  The  Bureau  will  have  to  ac- 
count carefully  for  these  costs,  to  see 
that  they  do  not  displace  other  costs 
and  indirectly  force  irrigation  costs  for 
the  CVP  as  a  whole  above  the  irriga- 
tors' ability  to  pay. 

Universal  coverage  is  an  aspect  of 
this  compromise  important  to  another 
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good  friend  and  colleague,  George 
Miller,  chairman  of  the  Interior  Sub- 
committee on  Water  and  Power,  and 
who  has  been  diligent  in  his  efforts  to 
ensure  that  private  utility  ratepayers 
are  protected  as  well  as  public  utility 
ratepayers  by  this  provision  from  the 
possible  transfer  of  San  Joaquin 
Valley  drainage  costs  from  the  imme- 
diate beneficiaries  to  the  power  users. 

The  other  good  amendment  to 
which  I  refer  is  one  establishing  a 
year's  moratorium  on  the  prepayment 
of  certain  rural  housing  loans,  to  avoid 
the  eviction  of  up  to  650,000  poor 
Americans  when  their  apartment 
units,  no  longer  subsidized,  go  to 
market-rate  rental  levels. 

This  problem  was  brought  to  my  at- 
tention by  Mr.  Rick  Lehman,  a  fellow 
Californian  on  the  House  Banking 
Committee.  He  has  been  concerned  for 
a  long  time  that  the  recent  drop  in  in- 
terest rates  combined  with  real  and 
perceived  effects  of  the  pending  tax 
bill  will  devastate  the  housing  supply 
for  low  income  rural  people  dependent 
on  the  Farmers'  Home  Administra- 
tion's section  515  program. 

We  are  both  acutely  aware  that  of 
the  650,000  people  nationwide  who  live 
in  section  515  apartments  built  prior 
to  1980,  and  who  are  therefore  vulner- 
able to  functional  eviction  as  the 
result  of  mortgage  prepayments,  no 
fewer  than  220,000  are  Californians 
living  in  63,000  units. 

It  is  important  for  my  colleagues  to 
note  that  this  is  not  a  permament  ban 
on  prepayments.  It  is  only  a  year's 
moratorium  to  give  Congress  time  to 
decide  what  to  do,  if  anything,  once  we 
see  how  the  tax  bill  really  does  affect 
the  low  income  housing  marketplace. 
We  also  treat  owners  of  units  built 
prior  to  1980  no  differently  from  the 
way  current  law  already  treats  build- 
ers of  units  after  that  point.  When 
and  if  this  provision  becomes  law,  all 
builders  who  receive  interest  subsidy 
loans  under  the  515  program  would  be 
committed  to  maintaining  their  units 
in  rent-subsidized  status  for  20  years 
before  they  may  prepay. 

Mr.  AKAKA.  Mr.  Chairman,  I  would  like  to 
take  this  moment  to  address  section  140  in 
the  continuing  resolution,  which  will  allow  con- 
struction of  the  Hawaii  Interstate  Highway  H-3 
to  proceed.  Section  140  is  included  in  the  Sur- 
face Transportation  Act,  which  passed  the 
House  last  month. 

As  my  colleagues  are  aware,  authorizing 
legislation  added  to  the  continuing  resolution 
is  unusual;  but  there  is  an  urgent  need  to  act 
in  this  circumstance.  The  H-3  highway  faces  a 
September  30,  1986,  deadline  for  construction 
or  transfer  of  funds  to  other  eligible  highway 
projects.  As  I  said  at  the  outset,  language  al- 
lowing the  construction  of  H-3  to  proceed  is 
contained  in  the  Surface  Transportation  Act. 
But  inserting  this  language  in  the  continuing 
resolution  is  essential  due  to  the  uncertainty 
of  final  action  on  the  highway  bill.  This  provi- 
sion has  been  approved  by  the  leadership  of 
the  Public  Works  and  Transportation  Commit- 


tee and  Appropriations  Committee,  as  well  as 
the  administration. 

Under  normal  circumstances,  this  highway 
would  have  long  since  been  completed.  Un- 
fortunately, a  recent  decision  of  a  ninth  circuit 
court  has  prevented  construction  from  pro- 
ceeding without  further  studies  and  design 
modifications,  which  cannot  be  completed 
before  the  1986  and  1990  deadlines  for  con- 
struction of  the  interstate  highway  system.  In 
reaching  its  decision,  the  court  focused  on  a 
highly  technical  reading  of  section  4(f)  which 
related  to  the  highway's  "constructive  use"  of 
the  amenities  of  an  adjoining  county  park. 
However,  no  land  from  the  park  involved  has 
been  physically  taken.  In  fact,  in  the  spirit  of 
cooperation  which  should  serve  as  an  exam- 
ple to  transportation  planners,  the  park  bound- 
ary was  expanded  by  the  State,  at  the  request 
of  the  city,  to  take  advantage  of  the  highway 
as  a  buffer  against  development.  It  was  in  an 
effort  to  meet  the  very  requirements  of  sec- 
tion 4(f)  that  State  officials  expanded  the 
boundary  of  the  park  to  meet  the  H-3  right-of- 
way. 

This  is  not  an  environmental  issue.  The 
design  of  this  highway,  which  has  been  under 
development  for  over  25  years,  incorporates  a 
great  deal  of  environmental  mitigation.  Many 
of  the  mitigation  features  were  added  at  the 
insistence  of  the  Secretary  of  Transportation 
in  response  to  concerns  expressed  by  the 
public  and  other  government  agencies.  The 
ninth  circuit  determined  that  the  State  had  sat- 
isfied all  the  requirements  of  Federal  environ- 
mental law  with  the  sole  exception  of  section 
4(f).  All  told,  the  State  has  fulfilled  71  out  of 
72  Federal  environmental  requirements.  The 
record  demonstrates  that  State  and  Federal 
transportation  officials  have  done  their  job  in 
protecting  the  environment. 

Opponents  of  this  highway  have  suggested 
that  alternative  transportation  projects  would 
be  less  damaging  than  H-3.  Nothing  could  be 
further  from  the  truth.  The  proposal  to  up- 
grade existing  highways  shows  a  violation  of 
more  than  10  section  4(f)  sites.  And  a  pro- 
posed rail  transit  system  to  serve  as  a  substi- 
tute for  H-3  would  Involve  at  least  six  section 
4(f)  acquisitions,  such  as  the  destruction  of 
historic  buildings  and  the  taking  of  parklands. 

My  colleagues  may  have  seen  other  con- 
cerns circulated  by  the  opposition.  But,  I  will 
not  take  this  time  to  address  each  of  these 
issues  since  they  were  disputed  during  consid- 
eration of  the  Surface  Transportation  Act  last 
month. 

Let  me  just  say  that  we,  in  Hawaii,  have  no 
other  alternatives  than  to  seek  congressional 
relief  for  the  completion  of  H-3.  We  are 
caught  in  a  peculiar  predicament  where  a 
parkland  was  created,  not  taken,  and  are 
being  penalized  for  it.  Section  4(f)  was  en- 
acted to  protect  existing  parks  and  should  not 
have  been  applied  in  this  circumstance. 
Twenty-five  years  of  coordinated  planning 
among  transportation  officials  have  been  virtu- 
ally ignored.  H-3  has  been  carefully  planned 
interstate  highway  and  all  concerns  have  been 
taken  into  account  in  establishing  the  existing 
route. 

I  thank  my  colleagues  on  the  Public  Works 
and  Transportation  Committee  and  the  Appro- 
priations Committee  for  their  support  on  this 
most  pressing  issue. 


Mr.  SKEEN.  Mr.  Chairman,  I  rise  in  opposi- 
tion to  House  Joint  Resolution  738,  the  bill 
making  continuing  appropriations  for  fiscal 
year  1987.  Like  every  Member  of  this  body.  I 
have  serious  reservations  atxjut  doing  busi- 
ness in  this  manner,  however,  I  would  like  to 
commend  my  colleagues  on  the  House  Appro- 
pnations  Committee  who  have  worked  dili- 
gently this  year  in  reporting  the  majority  of  our 
annual  appropnations  bills  to  the  floor  in  a 
prompt  manner.  And,  I  am  hopeful  that  we 
can  resolve  the  numerous  policy  differences 
in  conference  committee  which  have  prompt- 
ed the  veto  threats  of  this  administration. 

Mr.  Chairman,  I  would  like  to  express  my 
concern  over  one  provision  in  the  report  which 
ultimately  may  accompany  the  Interior  chapter 
of  this  bill  which  severely  impacts  our  already 
troubled  domestic  petroleum  industry.  Espe- 
cially distressing  is  the  fact  that  the  lan- 
guage—which mandates  that  oil  companies 
will  only  be  permitted  to  take  adjustments  on 
their  accounts  for  up  to  60  days  after  produc- 
tion is  reported— was  incorporated  in  the 
report  following  markup  of  the  Intenor  appro- 
priations bill  without  any  apparent  consultation 
with  other  members  of  the  committee. 

Apparently,  no  committee  member,  other 
than  Congressman  Yates  or  his  staff,  was 
aware  of  the  language  which  was  buried  In 
the  report. 

Mr.  Chairman,  corrections  of  accounting 
errors,  mechanical  malfunctions,  changes  in 
factual  circumstances,  and  the  resolution  of 
disagreements  over  interpretation  of  onerous 
minerals  management  service  [MSS]  regula- 
tions, account  for  a  ma)or  percentage  of  the 
adjustments  that  must  be  made  on  a  working 
oil  and  gas  lease.  These  circumstances  often 
involve  delayed  action  by  the  purchaser  or  the 
MMS,  over  which  the  producer  has  little  or  no 
control. 

Mr.  Chairman,  a  60-day  adjustment  period  is 
totally  insufficient  to  accommodate  the  wide 
variety  of  adjustments  which  are  necessary 
and  which  are  often  outside  the  control  of  the 
lessee.  In  addition,  penalties  under  the  Feder- 
al Oil  and  Gas  Royalty  Management  Act 
[FOGRMAJ.  the  imposition  of  interest  for  late 
payments,  and  the  high  administrative  cost  of 
making  adjustments  already  give  oil  compa- 
nies high  incentive  for  accurate  accounting  at 
the  earilest  possible  time. 

Clearly  Mr  Chairman,  the  consequences  of 
this  language  are  far  reaching  and  deserve  to 
be  addressed  in  a  more  studied  atmosphere. 

It  is  my  understanding  that  the  Intenor  ap- 
propriations subcommittee  held  a  hearing  this 
morning  in  which  chairman  yates  and  Secre- 
tary of  the  Interior  Donald  Hodel  held  a  lively 
discussion  about  many  of  these  complex 
issues.  I  also  know  that  the  department  of  tfie 
interior  has  been  diligently  reviewing  the  royal- 
ty adjustment  issue  and  all  of  its  complexities. 
Mr.  Chairman,  while  I  commend  the  chairman 
for  holding  this  hearing,  I  frankly  t)elieve  it's 
time  to  put  the  horse  back  in  front  of  the  cart 
and  delete  this  onerous  language  when  we 
meet  in  conference.  Tfiank  you,  Mr.  Chairman. 

Mr.  DORGAN  of  North  Dakota.  Mr.  Chair- 
man, Mark  Twain  once  said  that  "Man  is  the 
only  animal  that  blushes.  Or  needs  to." 

I  regret  to  say  that  today's  action  in  the 
Congress  on  a  continuing  resolution  to  run  the 
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entire  Government  for  1  year  is  a  case  in 
point.  We  have  just  approved  a  $561  billion 
layer  cake  with  23  separate  layers— 1  for 
each  of  the  appropriations  bills  Congress  is 
obliged  to  pass  each  year. 

Think  of  how  irresponsible  this  action  is. 
The  approval  came  after  only  3  hours  of 
debate,  or  about  S3  billion  a  minute.  That 
hardly  does  justice  to  the  notion  that  this  is 
Vne  greatest  delit)erative  body  in  the  world. 

The  approval  also  comes  at  the  11th  hour 
of  this  session  of  Congress.  Unfortunately, 
this  is  rxjt  Vne  exception  to  the  rule.  Since  I 
have  served  in  Congress,  passing  a  last 
minute,  stop-gap,  catch-all  funding  bill  has 
continued  a  25-year  habit.  And  bad  habit  at 
that.  I  fail  to  see  why  we  cannot  pass  appro- 
priations bills  in  an  orderly  fashion  before  the 
August  recess,  so  that  Mne  Federal  Govern- 
ment, State  and  local  governments,  and  local 
school  districts  can  carry  out  responsibly  such 
wide-ranging  services  as  national  defense,  law 
enforcement,  health  care,  and  education. 

This  bill  is  Xt\e  largest  single  expenditure  in 
ttie  history  of  humankind.  It  makes  King  Louis 
XIV  of  FrarK^,  the  Sun  King,  look  like  a  piker. 
It  makes  Henry  VIII  of  England  look  like  a 
penny-pirKher.  Yet  in  one  fell  swoop  after  1 80 
minutes  of  debate  and  just  one  permitted 
amendment,  we  write  out  a  gigantic  fiscal 
check  blushing  with  red  ink. 

I  don't  say  that  Congress  bears  the  greatest 
blame  for  this  situation.  Year  in  and  year  out, 
Congerss  has  cut  President  Reagan's  budget 
requests.  And  every  year  the  President  re- 
fuses to  ask  for  the  revenues  to  pay  for  his 
"American  Express"  financed  buildup  of  stra- 
tegic forces  and  foreign  military  aid 

I  say  to  my  colleagues,  "let's  send  this  big, 
fat  layer  cake  back  to  the  budget  bakery, 
carve  it  up.  and  let  the  membership  of  the 
House  and  the  Senate  decide  whether  to  ap- 
prove each  measure."  And  if  the  Senate 
wants  to  keep  dragging  its  feet,  then  let  the 
President  call  them  into  action. 

Pending  that,  I  urge  my  colleagues  to  vote 
"No"  on  this  parliamentary  boondoggle, 
House  Joint  Resolution  738.  Otherwise,  we 
deserve  to  blush. 

Mr.  MCCAIN.  Mr.  Chairman,  the  99th  Con- 
gress has  expended  a  tremendous  amount  of 
energy  addressing  international  trade  issues.  It 
is  important  that  in  our  budget  considerations, 
we  consider  the  impact  our  fiscal  decisions 
will  have  on  the  adequate  enforcement  of  U.S. 
trade  law. 

In  reviewing  the  appropriation  for  the  De- 
partment of  Commerce,  I  would  like  to  bring 
the  attention  of  my  colleagues  to  the  recently 
signed  United  States-Japan  semiconductor 
accord.  Ambassador  Yeutter  and  Secretary 
Baldrige  and  their  respective  staffs  are  to  be 
commended  for  their  efforts— over  1  year  of 
intensive  negotiations— which  resulted  in  the 
signing  of  this  agreement. 

As  part  of  the  agreement,  the  Department 
of  Commerce  will  be  implementing  a  semicon- 
ductor monitoring  system  to  ensure  that 
United  States  companies  obtain  full  access  to 
the  Japanese  semiconductor  market  and  to 
detect  and  tialt  any  dumping  activity.  Although 
not  explicitly  provkled  for,  staffing  for  the 
semKorKluctor  monitoring  system  can  be  allo- 
cated from  ttiis  continuing  resolution. 


It  is  important  for  Congress  to  support  the 
creation  of  this  semiconductor  monitoring 
system.  It  will  be  equally  important  to  provide 
sufficient  personnel  for  the  Commerce  Depart- 
ment monitonng  system  throughout  the  length 
of  the  5-year  agreement. 

Ms.  MIKULSKI.  Mr.  Chairman,  I  will  support 
the  continuing  resolution,  but  with  great  reluc- 
tance. This  bill  includes  funds  for  a  great 
numt>er  of  essential,  admirable  programs.  But 
it  also  includes  funds  for  the  Contras  fighting 
the  Nicaraguan  Government.  And  to  this  I  am 
opposed. 

In  the  past  I  have  fought  against  the 
Reagan  administration's  war  by  proxy  in  Cen- 
tral America.  I  rise  to  express  my  opposition 
to  it  again  today. 

Our  foreign  policy  toward  Central  America 
should  reflect  the  same  pnnciples  of  freedom 
and  democracy  we  hold  so  dear  in  this 
Nation.  Some  fear  that  if  we  do  not  give  aid  to 
the  Contras,  we  will  not  be  doing  all  we  can  to 
support  democracy.  I  disagree.  I  believe  the 
best  way  to  affect  change  in  Nicaragua  is  not 
through  military  force,  but  through  the  peace 
process.  That  entails  putting  our  full  support 
behind  the  Contadora  process,  and  full  sup- 
port behind  demilitarization  and  stability  for 
the  entire  region. 

Mr.  Chairman,  I  support  this  continuing  res- 
olution because  it  will  keep  the  Government 
going.  It  contains  many  honorable  provisions 
which  I  do  support.  But  I  am  once  again  dis- 
appointed that  we  will  be  approving  the  ad- 
ministration's war  by  proxy  if  we  pass  this  bill. 

Mr.  RAHALL.  Mr.  Chairman,  among  the  vari- 
ous individual  appropriation  bills  included  in 
this  continuing  resolution  for  fiscal  year  1987 
is  the  House-passed  version  for  the  Depart- 
ment of  the  Interior. 

This  bill,  H.R.  5234,  was  passed  by  the 
House  on  July  31  and  the  other  body  passed 
its  version  on  September  16.  As  we  begin  the 
process  of  reconciling  these  bills,  either  within 
the  context  of  the  continuing  resolution  or 
separately,  of  particular  importance  from  my 
standpoint  as  chairman  of  the  Subcommittee 
on  Mining  and  Natural  Resources  is  a  provi- 
sion adopted  by  the  other  body  in  its  version 
of  the  Interior  bill  relating  to  the  disposition  of 
oil  shale  placer  claims  located  prior  to  enact- 
ment of  the  Mineral  Lands  Leasing  Act  of 
1920.  I  would  strongly  urge  my  colleagues  to 
accept  this  provision. 

Over  the  last  66  years,  there  have  been  nu- 
merous and  conflicting  administrative  and  judi- 
cial actions  relating  to  those  oil  shale  claims 
located  prior  to  the  1920  Leasing  Act.  The 
issue  at  hand  is  whether  these  claims  have 
t>een  maintained  in  compliance  with  the 
mining  laws  and  are,  as  such,  valid  and  quali- 
fied to  be  patented. 

Renewed  public  and  congressional  Interest 
in  this  matter  arose  due  to  a  May  1985  deci- 
sion by  Colorado  District  Court  Judge  Fine- 
silver  in  a  case  involving  99  claims  covering 
1 5,553  acres  of  land  in  western  Colorado.  The 
Finesitver  decision  Is  deeply  troubling  as  it  has 
the  effect  of  eliminating  those  mechanisms  In 
our  mining  laws  which  insure  that  mineral 
lands  are  used  for  mining  purposes  rather 
than  for  activities  totally  unrelated  to  mineral 
extraction.  Despite  the  repeated  and  strongly 
worded  recommendations  by  the  BLM  State 
director  in  Colorado  as  well  as  the  regional 


solicitor  that  the  Finesilver  decision  should  be 
appealed,  the  Interior  Department  instead 
chose  to  settle  the  case. 

On  August  12.  1986,  the  Committee  on  In- 
terior and  Insular  Affairs  conducted  an  over- 
sight hearing  on  this  matter  after  which  I, 
along  with  our  colleagues  John  Seiberling. 
Mike  Synar,  and  Bruce  Vento  introduced 
legislation— H.R.  5399— that  seeks  to  clarify 
congressional  intent  as  to  what  constitutes 
compliance  with  the  maintenance  require- 
ments of  the  mining  laws  for  oil  shale  claims. 
On  September  11,  1986,  the  Subcommittee 
on  Mining  and  Natural  Resources  held  a  hear- 
ing and  markup  of  H.R.  5399.  However,  in 
light  of  the  limited  time  remaining  in  this  ses- 
sion of  Congress  and  the  controversial  nature 
of  this  Issue,  It  does  not  appear  we  will  t>e 
able  to  gain  enactment  of  the  bill  this  year. 

For  this  reason,  the  oil  shale  provision  In 
the  Interior  appropriation  bill  adopted  by  the 
other  body  Is  of  crucial  Importance  as  it  would 
have  the  effect  of  putting  pressure  on  the  In- 
terior Department  to  not  issue  patents  for  the 
oil  shale  claims  that  are  part  of  the  Finesilver 
decision  and  would  explicitly  prohibit  the  pat- 
enting of  any  other  oil  shale  claim  for  a  period 
of  1 80  days  from  enactment. 

It  is  my  intention  to  pursue  this  matter 
during  the  100th  Congress  with  legislation 
similar  to  H.R.  5399.  However,  this  will  not  be 
possible  without  the  breathing  space  provided 
by  this  provision. 

Mr.  YOUNG  of  Alaska.  Mr.  Chairman,  the 
proposals  to  eliminate  the  General  Revenue 
Sharing  Program  from  this  spending  measure 
will  create  serious  economic  difficulties  for 
towns  and  cities  across  the  entire  Nation. 
Funding  from  this  program  has  enabled  many 
municipalities  to  Increase  and  Improve  com- 
munity services,  physical  plants,  business  de- 
velopment and  the  overall  standard  of  living 
for  their  citizens. 

Many  State  and  local  economies  are  al- 
ready experiencing  severe  financial  problems 
arising  from  the  crises  In  agriculture  and  the 
petroleum  and  Insurance  industries.  These 
communities  need  time  to  develop  alternative 
sources  of  revenue.  Continuation  of  general 
revenue  sharing  would  give  them  that  much 
needed  time.  I  urge  my  colleagues  not  to  add 
to  the  economic  problems  of  the  cities  and 
towns  we  represent.  We  should  defeat  this 
rule  and  encourage  the  committee  to  develop 
a  resolution  with  general  revenue  sharing 
intact  and  Included  as  originally  provided. 

Mr.  STANGELAND.  Mr.  Chairman,  I  rise  to 
express  my  deep  concern  and  unalterable  po- 
sition to  a  provision  in  this  bill  which  would 
permanently  prohibit  the  Coast  Guard  from  ex- 
tending the  winter  navigation  season  on  the 
Great  Lakes  and  the  St.  Lawrence  Seaway.  I 
am  not  only  opposed  to  this  provision  for  fun- 
damental policy  reasons,  but  I  am  also  out- 
raged at  the  manner  which  this  provision  was 
Included  in  the  bill  before  us  today. 

Mr.  Chairman,  tfie  issue  of  the  Great  Lakes 
winter  navigation  is  an  extremely  controversial 
one  and  one  that  has  been  the  subject  of  ex- 
tensive debate.  In  1970,  the  Congress  autfror- 
ized  the  Corps  of  Engineers  to  undertake  a 
thorough  examination  of  the  feasibility  of  ex- 
tending the  navigation  system  on  the  Great 
Lakes  and  the  seaway.  After  years  of  study 
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costing  $7.7  million,  ttie  Corps  of  Engineers, 
in  consultation  with  other  affected  Federal 
agencies,  developed  a  report  whrch  found  that 
an  extended  navigation  season  was  both  en- 
gineeringly  and  economically  feasible.  In  addi- 
tion the  Federal  Government  has  spent  $13.4 
million  on  a  demonstration  of  the  project's 
feasibility  plus  $8.6  million  just  this  past  year 
on  an  environmental  impact  statement  on  a 
planned  2-week  extension  of  the  winter  navia- 
tion  season.  The  corps'  original  feasibility 
report  concluded  that  extension  of  the  naviga- 
tion season  could  be  implemented  under  ex- 
isting agency  authorities  and  would  not  require 
further  congressional  authorization.  Season 
extension  has,  however,  not  been  implement- 
ed. It  has  not  been  implemented  for  a  variety 
of  reasons,  including  the  recent  downturn  in 
the  midwestem  economy. 

With  this  background,  I  was  shocked  and 
greatly  disappointed  to  learn  that  the  Appro- 
priations Committee  had  Included  a  provision 
in  this  bill  which  will  permmanently  prohibit  im- 
plementation of  a  season  extension.  The  pro- 
vision was  added  without  any  advance  warn- 
ing to  the  authorizing  committee  with  the  re- 
sponsibility for  establishing  policy  on  this 
issue.  As  the  ranking  minority  memtier  of  the 
Water  Resources  Subcommittee  of  the  Com- 
mittee on  Publk:  Works  and  Transportation, 
the  committee  with  legislative  responsibility 
over  this  issue,  I  am  outraged  from  an  institu- 
tional perspective.  Just  as  importantly,  the 
provision  was  added  without  consultation  with 
Memt)ers  from  the  region  who  may  be  ad- 
versely affected  by  such  a  prohibition.  As  a 
Memt}er  representing  a  district  heavily  de- 
pendent of  Great  Lakes  transportation,  I  am 
personally  outraged. 

Mr.  Chairman,  this  provision  represents  a 
fundamentally  flawed  policy.  It  imposes  a  per- 
manent, arbitrary,  and  unjustified  restriction  on 
an  important  transportation  system  essential 
to  the  entire  Great  Lakes  region.  Furthermore, 
it  is  a  restriction  that  runs  counter  to  the  rec- 
ommendations of  the  agency  charged  with 
studying  this  issue. 

The  farmers  of  the  Midwest  have  Ijeen 
through  one  of  the  worst  periods  ever  faced 
by  American  argiculture.  The  rate  of  foreclo- 
sure on  farms  and  businesses  which  depend 
on  agriculture  has  been  running  at  an  unprec- 
edented level  for  years.  It  shows  no  signs  of 
slowing.  As  a  farmer  myself,  I  know  how  es- 
sential the  cost  of  transportation  affects  the 
ability  to  show  any  kind  of  profit.  However,  the 
availability  of  transportation  is  far  more  impor- 
tant. 

The  Great  Lakes  and  the  St.  Lawrence 
Seaway  are  essential  to  the  entire  farm  econ- 
omy in  the  Midwest.  The  farmers  in  Minnesota 
or  Wisconsin,  Illinois,  or  Pennsylvania,  depend 
on  the  Great  Lakes'  ships  to  carry  our  com- 
modities to  domestic  and  foreign  markets. 
Each  year  the  Midwest  has  to  race  the  clock 
to  harvest  its  corn  and  grain  in  time  for  it  to 
be  shipped  out  of  the  Great  Lakes  before  the 
shipping  lanes  freeze  over  for  the  winter.  Ex- 
tending the  navigation  season  would  provkje 
the  entire  Midwest  economy  with  a  measure 
of  safety  to  ensure  that  their  goods  are  not 
left  sitting  on  a  dock  in  Duluth  or  Chk^ago, 
waiting  for  the  spring  thaw.  Taking  into  consid- 
eration all  of  these  factors,  I  see  a  prohibition 


on  a  season  extention  as  nothing  less  than  a 
slap  at  the  farmers  who  continue  to  face 
severe  economic  hardship. 

Unfortunately,  because  of  the  njle  that  has 
been  granted,  I  am  prevented  from  offering  an 
amendment  striking  the  provision.  However,  I 
come  before  you  today  to  bring  this  issue  to 
the  attention  of  this  body  and  to  pledge  my 
untiring  effort  to  work  toward  removal  of  this 
provision  before  this  bill  becomes  law.  It  is 
bad  policy,  totally  unfair  to  the  entire  Midwest, 
to  midwestern  agricultural  interests,  and  to 
Memt)ers  of  this  txxJy  representing  those 
farming  interests. 

Mrs.  ROUKEMA.  Mr.  Chairman,  I  am  strong- 
ly opposed  to  the  insertion  of  language  in  this 
continuing  resolution  referring  to  the  Construc- 
tion Industry  Labor  Law  Amendments  of  1985. 
Reference  to  such  a  controversial,  nonger- 
mane  amendment  has  no  place  in  an  appro- 
priations bill. 

In  April  of  this  year,  the  House  passed  H.R. 
281,  the  Construction  Industry  Labor  Law 
Amendments  of  1985,  which  would  prohibit 
'doublebreasting,"  or  the  operation  of  t>oth 
union  and  nonunion  shops  by  the  same  em- 
ployer, and  which  would  make  prehire  agree- 
ments between  a  union  and  a  contractor  im- 
mediately enforceable.  This  amendment  would 
change  the  way  in  whk;h  the  National  Labor 
Relations  Board  must  process  and  adjudicate 
certain  cases  arising  in  the  construction  indus- 
try. The  continuing  resolution  purports  to  ap- 
propriate such  amounts  as  may  be  necessary 
for  "activities  authorized  by  the  Constructk>n 
Industry  Labor  Law  Amendments  of  1985  as 
passed  by  the  House  of  Representatives  on 
April  17,  1986." 

This  attempt  at  appropriating  funds  for  such 
a  change  in  the  law  is  not  only  unorthodox  but 
totally  unnecessary.  There  is  no  precedent  for 
appropriating  funds  for  such  statutory  changes 
because  there  is  no  need  for  specific  addition- 
al funds  to  carry  out  such  changes.  Compara- 
ble changes  in  statutes  are  made  all  the  time 
without  a  corresponding  appropriation  of 
funds. 

But  even  assuming,  as  I  of  course  do  not. 
that  It  were  necessary  to  appropriate  addition- 
al funds  to  cover  the  costs  of  enforcing  these 
construction  amendments,  this  provision  does 
not  do  it.  Section  101(n)  of  the  continuing  res- 
olution, which  contains  the  references  to  the 
construction  industry  labor  law  amendments, 
stipulates  that  the  activities  listed  are  funded 
only  If  they  were  conducted  in  fiscal  year 
1986.  There  is  a  proviso  further  stipulating 
that  "no  appropriation  or  fund  made  available 
or  authority  granted  pursuant  to  this  subsec- 
tion shall  be  used  to  initiate  or  resume  any 
project  or  activity  for  which  appropriations, 
funds,  or  authority  were  not  available  during 
fiscal  year  1986  *  *  *."  Since  H.R.  281  has 
never  been  enacted  into  law,  it  obviously  has 
never  had  any  authority,  appropriations,  or 
funds.  Thus,  the  inclusion  of  language  in  the 
continuing  resolution  referring  to  activities  au- 
thorized by  the  Construction  Industry  Labor 
Law  Amendments  of  1985  has  no  force  of  law 
whatsoever. 

I  repeat  that  I  am  not  only  strongly  opposed 
to  ttie  inclusion  of  this  reference  to  the  con- 


struction industry  amendments  in  the  inappro- 
priate vehicle  of  an  appropriations  bill,  but  I 
believe  that  the  language  used  has  no  force 
of  law  at  all. 

Mr.  MOODY.  Mr.  Chaimian,  I  was  very  dis- 
turbed that  general  revenue  sharing,  a  pro- 
gram I  strongly  support,  is  dropped  for  fiscal 
year  1987  by  mere  adoption  of  the  njle  for  the 
continuing  resolution. 

Revenue  sharing  is  critically  important  to 
towns,  cities  and  counties— small  and  large— 
across  the  country.  Eliminating  revenue  shar- 
ing injures  local  governments.  Their  ability  to 
provide  services  would  be  severely  curtailed. 

In  my  judgment  the  original  rationale  behind 
Federal  revenue  sharing  with  kx:al  govern- 
ments is  just  as  strong  today  as  ever:  The 
level  of  government  best  equipped  to  collect 
revenues— the  Federal  Government  with  its 
growth-sensitive  and  inflation-sensitive  income 
tax — is  not  always  the  t>est  level  of  govern- 
ment to  sperKJ  revenues.  The  Federal  income 
tax.  especially  if  we  adopt  tax  reform.  Is  also  a 
much  fairer  source  of  tax  revenues  than  the 
local  property  tax  it  relieves  through  revenue 
sharing. 

In  my  State  of  Wisconsin  more  than  90  per- 
cent of  the  funds  used  by  counties  for  fire  pro- 
tection and  20  percent  for  county  law  enforce- 
ment come  from  Federal  revenue  sharing. 

Revenue  sharing  funds  are  particulariy  im- 
portant for  reducing  ttie  local  tax  burden  in 
Wisconsin.  In  60  of  Wisconsin's  72  counties, 
revenue  sharing  exceeds  1 0  percent  of  county 
revenues.  Eliminating  it  forces  local  govem- 
nr>ents  to  either  cut  essential  services  or  raise 
essentially  regressive  taxes. 

Revenue  sharing  is  an  important  program.  I 
hope  that  this  matter  can  be  reconsidered  by 
Congress  when  we  revisit  this  issue  In  the 
spring. 

Mr.  WEISS.  Mr.  Chairman,  I  rise  in  support 
of  House  Joint  Resolution  738.  continuing  ap- 
propriations for  fiscal  year  1987. 

I  suppport  this  measure  In  large  part  be- 
cause it  is  necessary  to  ensure  that  the  basic 
functions  of  the  Federal  Government  continue 
to  operate  in  the  coming  fiscal  year.  However, 
I  strenuously  disagree  with  many  aspects  of 
the  bill.  includir)g  the  omission  of  furiding  for 
the  General  Revenue  Sharing  Program,  the  in- 
clusion of  the  omnibus  drug  bill,  and  the  inclu- 
sion of  funding  for  the  Contras  in  Nicaragua. 

House  Joint  Resolution  738  contains  fiscal 
year  1987  funding  for  all  programs  normaHy 
covered  by  the  13  regular  appropriatons  bills. 
If  it  is  not  approved,  the  regular  functions  of 
the  Federal  Government  will  cease  to  operate 
on  October  1 .  It  is  therefore  essential  that  ttie 
resolution  be  passed. 

It  is  worth  pointing  out  that  tt>e  practice  of 
wrapping  appropriations  t>ills  that  have  no\  yet 
been  enacted  into  an  omnibus  continuing  res- 
olution is  extraordinarily  Irresponsible  Mem- 
bers of  Corigress  are  elected  to  represent 
their  constituents  on  a  wide  range  of  issues 
whk;h  are  crucial  to  tf>e  future  of  our  NatK>n 
and  the  wortd.  When  the  entire  funding  of  the 
Federal  Government  is  wrapped  into  one  bill 
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and  sent  to  the  floor  for  one  up  or  down  vote 
at  the  end  of  the  legislative  session,  it  does 
not  permit  Members  to  discriminate  between 
its  various  provisions.  t>e  they  positive  or  be 
they  negative.  This  denies  the  people  their 
voice  and  offends  the  principle  of  representa- 
tive government. 

It  is  even  more  disturbing  that  the  resolution 
we  are  considenng  today  is  not  the  one  re- 
ported by  the  Appropriations  Committee  last 
week,  which  contains  funding  for  the  General 
Revenue  Sharing  Program.  In  violation  of 
nofmal  House  procedures,  the  resolution 
before  us  now  was  introduced  late  yesterday 
and  was  made  in  order  through  the  rule 
adopted  earlier,  circumventing  the  Appropria- 
tions Committee. 

The  resolution  reported  by  the  Appropria- 
tions Committee  extended  GRS  for  1  year  at  a 
75-percent  funding  level,  or  $3.45  billion.  An 
amendment  in  the  Appropriations  Committee 
to  strip  revenue  sharing  from  the  continuing 
resolution  was  soundly  defeated.  However, 
because  it  appears  that  a  large  maiority  of 
Members  would  vote  to  continue  revenue 
sharing,  this  original  continuing  resolution  was 
not  brought  to  the  House  floor. 

Revenue  sharing  is  vital  to  the  health  of 
39,000  cities,  counties,  towns,  and  townships 
across  America.  Failure  to  renew  the  program 
will  result  in  tax  increases  or  cutbacks  in  serv- 
ices in  virtually  all  of  the  localities  now  receiv- 
ing revenue-sharing  funds. 

Law  enforcement,  firefighting,  hospitals, 
schools,  correctional  systems,  and  assistance 
to  the  homeless  and  aged— these  are  some 
of  the  programs  and  institutions  that  will  suffer 
if  revenue  sharing  is  lost.  The  loss  of  revenue 
sharir>g  will  hit  farm  communities  dispropor- 
tionatety.  for  many  of  them  are  ineligible  for 
categorical  grants  and  receive  only  revenue 
shiaring  funds  from  the  Federal  Government. 

In  many  cities,  the  first  line  of  defense 
against  drugs  is  funded  by  revenue  sharing.  A 
National  League  of  Cities  survey  found  that 
two-thirds  of  the  responding  cities  use  reve- 
nue sharing  nraneys  in  their  operating  budget 
to  enforce  drug  laws,  prosecute  offenders. 
arKJ  to  educate  and  rehabilitate  citizens.  The 
loss  of  revenue  sharing  will  set  back  these  ef- 
forts as  well. 

However .  I  am  strongly  opposed  to  the  pro- 
vision of  the  continuing  resolution  that  incor- 
porates the  entire  text  of  the  flawed  omnibus 
drug  bill.  I  supported  this  legislation  In  Its  origi- 
nal form.  But  once  the  bill  had  been  amended 
to  establish  a  death  penalty,  to  destroy  the 
protections  of  the  exclusionary  rule,  and  to 
erase  \!n&  separation  of  military  and  civilian 
forces  by  involving  the  Armed  Forces  in  drug 
interdiction,  I  was  no  longer  able  to  support  it. 

The  inclusion  of  these  three  provisions,  first 
In  the  drug  bill  and  now  in  the  continuing  reso- 
lution, forces  Members  to  choose  between 
fighting  the  menace  of  drugs,  and  upholding 
the  Constitution  and  our  basic  moral  pnnci- 
pfes.  I  find  it  interesting  that  newspapers 
across  the  Nation — including  the  New  York 
Times,  the  Washington  Post,  the  Los  Angeles 
Times,  and  the  Christian  Science  Monitor- 
have  recognized  the  pernicious  nature  of  the 
House  tMll,  and  have  opposed  its  adoption. 

The  continuing  resolution  also  contains 
money  for  the  Contras  in  Nicaragua,  and  fund- 
ing for  war  elsewhere  in  th  region  as  well.  I 


have  consistently  opposed  aid  to  the  Contras 
and  aid  to  governments  which  systematically 
violate  human  rights,  and  I  will  continue  to  do 
so.  The  events  of  recent  weeks  confirm  the 
unwisdom  of  the  course  our  Government  has 
taken. 

The  administration  said  Contra  aid  would 
help  to  bring  about  regional  negotiations.  It 
hasn't  happened.  Now  we  know  that  this  ad- 
ministration was  never  really  Interested  In  a 
peaceful  settlement.  These  days  the  Reagan 
administration  doesn't  even  pretent  to  be 
trying.  Instead,  the  administration  Is  feeding 
the  flames  of  war.  and  the  Contadora  peace 
process  Is  all  but  dead. 

Now  Nicaragua  has  disappeared  from  the 
front  pages,  and  some  will  say  that  the  Issue 
has  been  decided.  But  for  the  people  of  the 
region,  who  continue  to  suffer  the  effects  of 
our  policy,  the  issue  Is  not  closed.  The  admin- 
istration has  even  used  its  Illegal  embargo 
against  Nicaragua  to  deny  a  humanitarian  or- 
ganization, Oxfam,  permission  to  ship  agricul- 
tural tools  to  that  impoverished  country. 

The  opposition  parties  in  Nicaragua  are 
overwhelmingly  opposed  to  this  administra- 
tion's approach.  Spokesmen  for  the  Independ- 
ent Liberal  Party,  the  Popular  Social  Christian 
Party,  the  Democratic  Conservative  Party,  the 
Social  Christian  Party,  and  other  political 
groups  have  emphasized  their  rejection  of  a 
policy  built  on  aid  to  the  Contras.  The  same 
remains  true  of  other  countries  of  the  region. 
After  the  June  Contra  vote  in  this  House,  the 
Chamber  of  Deputies  of  the  Argentinian  Con- 
gress passed  a  resolution  decrying  the 
Contra-ald  package  and  calling  for  renewed 
support  for  Contadora. 

The  continuing  resolution  also  contains 
large  sums  for  military  aid  to  El  Salvador,  and 
a  large  unrestricted  package  of  aid  to  Guate- 
mala, El  Salvador,  and  Honduras.  In  each  of 
these  countries,  the  military  remains  the 
strongest  Institution,  overshadowing  the  power 
of  elected  officials  or  the  judiciary.  In  El  Salva- 
dor and  Guatemala,  the  military  and  allied 
death  squads  continue  to  commit  systematic 
gross  violations  of  human  rights  against  the 
population.  In  Honduras,  aid  funds  have  been 
used  to  pressure  the  government  Into  acqui- 
escing In  our  policy  of  militarizing  the  region.  I 
would  therefore  have  opposed  military  aid  to 
each  of  these  governments  had  the  question 
been  presented  for  a  vote  on  that  Issue.  In  all 
of  these  respects,  let  us  hope  that  the  next 
Congress  charts  a  wiser  course  than  we  have 
done  this  session. 

The  continuing  resolution  does  contain 
some  very  Important  provisions  as  well.  By 
earmarking  funds  for  Israel  and  Egypt,  the  res- 
olution secures  our  essential  strategic  and 
moral  interests  in  the  Middle  East.  And  In  gen- 
eral, the  t)alance  between  development  aid 
and  security  aid  is  more  favorable  In  this  bill 
than  in  the  corresponding  legislation  pending 
in  the  Senate. 

Further,  the  resolution  contains  extremely 
impKjrtant  provisions  relating  to  nuclear  arms 
control  that  should  be  approved  by  the  House 
and  preserved  in  the  subsequent  House- 
Senate  conference.  These  provisions,  previ- 
ously approved  by  the  House  during  debate  of 
the  fiscal  year  1 987  Defense  authorization  bill, 
will  ensure  continued  compliance  with  the 
SALT  II  Treaty,  impose  a  1-year  ban  on  all  nu- 


clear tests  over  1  klloton  in  size,  continue  the 
current  ban  on  the  testing  of  antisatellite 
weapons,  and  postpone  nerve  gas  production 
for  1  year. 

In  my  view,  the  President's  decision  to  abro- 
gate the  SALT  II  Treaty  Is  a  dangerous  and  ir- 
responsible blunder  that  threatens  to  spark  an 
entirely  new  spiral  of  wasteful  weapons 
spending  by  the  superpowers.  I  am  very  hope- 
ful that  the  conferees  will  recognize  the  impor- 
tance of  this  matter  and  preserve  the  provi- 
sion of  the  bill  that  prohibits  the  use  of  funds 
to  deploy  nuclear  weapons  which  violate  the 
limits  of  the  SALT  agreement. 

Moreover,  the  continuing  resolution  contains 
an  urgently  needed  measure  to  bring  the 
United  States  Into  conformance  with  the  on- 
going ban  on  nuclear  testing  that  has  now 
been  observed  by  the  Soviet  Union  for  more 
than  a  year.  Every  President  from  Dwight  Ei- 
senhower through  Jimmy  Carter  has  pursued 
an  agreement  to  end  nuclear  explosions  once 
and  for  all.  The  American  public  strongly  en- 
dorses this  goal,  and  both  Houses  of  Con- 
gress have  passed  resolutions  calling  on  the 
President  to  reopen  negotiations  for  this  pur- 
pose 

Nevertheless,  the  President  still  stands  in 
strong  opposition  to  this  essential  goal.  The 
provision  approved  by  the  House,  which  would 
mandate  a  1-year  ban  on  nuclear  explosions 
larger  than  1  kiloton,  will  force  the  President 
to  join  the  Soviet  pause  on  testing.  A  bilateral 
moratorium  on  nuclear  testing  is  an  important 
first  step  toward  a  Comprehensive  Test  Ban 
Treaty.  And  a  Comprehensive  Test  Ban  Treaty 
can  be  an  Important  first  step  toward  an  even- 
tual freeze  and  reductions  in  nuclear  weap- 
ons. 

I  am  also  hopeful  that  the  conferees  will 
insist  on  maintaining  the  current  bilateral  ban 
on  the  testing  of  antisatellite  weapons.  This 
ban  has  been  a  complete  success  In  that  it 
has  actually  prevented  the  initiation  of  an  en- 
tirely niw  arms  race  In  space.  If  we  permit 
continued  development  of  antisatellite  weap- 
ons, the  early  warning  and  communication 
satellites  of  th  superpowers  will  quickly 
become  endangered,  making  both  sides  vul- 
nerable to  a  surprise  attack. 

Finally.  I  am  hopeful  that  the  conferees  will 
endorse  the  House  provisions  that  postpone 
for  1  year  the  production  of  heinous  nerve  gas 
weapons.  The  weapons,  which  have  no  place 
in  the  arsenal  of  any  nation,  are  technically 
flawed  In  a  manner  that  will  potentially  endan- 
ger our  own  troops.  It  Is  shameful  that  the  ad- 
ministration has  requested  that  we  waste  the 
taxpayers  money  in  such  an  Irresponsible 
manner. 

It  is  extremely  unfortunate  that  we  have  not 
been  afforded  the  opportunity  to  vote  sepa- 
rately on  many  of  the  provisions  of  the  con- 
tinuing resolution.  I  support  the  resolution  be- 
cause it  will  provide  the  necessary  funding  to 
maintain  basic  Government  services  and  be- 
cause It  contains  essential  provisions  that  will 
further  the  cause  of  nuclear  arms  control.  Yet 
my  vote  should  in  no  way  be  interpreted  as 
supportive  of  the  resolution's  many  dangerous 
flaws,  a  numt)er  of  which  I  have  set  forth  earii- 
er  in  this  statement.  I  will  continue  to  work  In 
the  future  to  reverse  the  damaging  provisions 
contained  in  this  bill.  ^ 
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Mr.  CONTE.  Mr.  Chairman.  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

Mr.  WHITTEN.  Mr.  Chairman,  I 
have  no  further  requests  for  time,  and 
I  yield  back  the  balance  of  my  time. 

The  CHAIRMAN.  All  time  has  ex- 
pired. 

Pursuant  to  House  Resolution  560, 
the  joint  resolution  is  considered  as 
having  been  read  for  amendment 
under  the  5-minute  rule. 

The  text  of  House  Joint  Resolution 
738  is  as  follows: 

H.  J.  Res.  738 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  the  following 
sums  are  hereby  appropriated,  out  of  any 
money  in  the  Treasury  not  otherwise  appro- 
priated, and  out  of  applicable  corporate  or 
other  revenues,  receipts,  and  funds,  for  the 
several  departments,  agencies,  corporations, 
and  other  organizational  units  of  the  Gov- 
ernment for  the  fiscal  year  1987,  and  for 
other  purposes,  namely: 

Sec.  101.  (a)  Such  amounts  as  may  be  nec- 
essary for  programs,  projects,  or  activities  at 
the  rate  for  operations  and  to  the  extent 
and  in  the  manner  provided  for  in  H.R. 
5177,  the  Agriculture,  Rural  Development, 
and  Related  Agencies  Appropriations  Act, 
1987,  as  passed  by  the  House  of  Representa- 
tives on  July  24,  1986. 

(b)  Such  amounts  as  may  l>e  necessary  for 
programs,  projects,  or  activities  at  the  rate 
for  operations  and  to  the  extent  and  in  the 
manner  provided  for  in  H.R.  5161,  the  De- 
partments of  Commerce.  Justice,  and  State, 
the  Judiciary,  and  Related  Agencies  Appro- 
priations Act,  1987,  as  passed  by  the  House 
of  Representatives  on  July  17,  1986. 

(c)  Such  amounts  as  may  be  necessary  for 
programs,  projects,  or  activities  at  the  rate 
for  operations  and  to  the  extent  and  in  the 
manner  provided  for  in  H.R.  5438.  the  De- 
partment of  Defense  Appropriations  Act, 
1987,  as  reported  to  the  House  of  Represent- 
atives on  August  14,  1986. 

(d)  Such  amounts  as  may  be  necessary  for 
programs,  projects,  or  activities  at  the  rate 
for  operations  and  to  the  extent  and  in  the 
maimer  provided  for  in  H.R.  5175,  the  Dis- 
trict of  Columbia  Appropriations  Act.  1987, 
as  passed  by  the  House  of  Representatives 
on  July  24.  1986. 

(e)  Such  amounts  as  may  be  necessary  for 
programs,  projects,  or  activities  at  the  rate 
for  operations  and  to  the  extent  and  in  the 
manner  provided  for  in  H.R.  5162.  the 
Energy  and  Water  Development  Appropria- 
tions Act,  1987,  as  passed  by  the  House  of 
Representatives  on  July  23, 1986. 

(f)  Such  amounts  as  may  be  necessary  for 
programs,  projects,  or  activities  at  the  rate 
for  operations  and  to  the  extent  and  in  the 
manner  provided  for  in  H.R.  5339,  the  For- 
eign Assistance  and  Related  Programs  Ap- 
propriations Act,  1987,  as  reported  to  the 
House  of  Representatives  on  August  5,  1986. 

(g)  Such  amounts  as  may  be  necessary  for 
programs,  projects,  or  activities  at  the  rate 
for  operations  and  to  the  extent  and  in  the 
manner  provided  for  in  H.R.  5313,  the  De- 
partment of  Housing  and  Urban  Develop- 
ment-Independent Agencies  Appropriations 
Act,  1987,  as  passed  by  the  House  of  Repre- 
sentatives on  September  12,  1986. 

(h)  Such  amounts  as  may  be  necessary  for 
programs,  projects,  or  activities  at  the  rate 
for  operations  and  to  the  extent  and  in  the 
manner  provided  for  in  H.R.  5234,  the  De- 


partment of  the  Interior  and  Related  Agen- 
cies Appropriations  Act,  1987.  as  passed  by 
the  House  of  Representatives  on  July  31, 
1986. 

(i)  Such  amounts  as  may  l>e  necessary  for 
programs,  projects,  or  activities  at  the  rate 
for  operations  and  to  the  extent  and  in  the 
manner  provided  for  in  H.R.  5233,  the  De- 
partments, of  Latwr,  Health  and  Human 
Services,  and  Education,  and  Related  Agen- 
cies Appropriations  Act,  1987,  as  passed  by 
the  House  of  Representatives  on  July  31, 
1986. 

(j)  Such  amounts  as  may  be  necessary  for 
programs,  projects,  or  activities  provided  for 
in  H.R.  5203.  the  Legislative  Branch  Appro- 
priations Act,  1987,  to  the  extent  and  in  the 
manner  provided  for  in  the  conference 
report  and  joint  explanatory  statement  of 
the  committee  of  conference  (House  Report 
99-805)  as  filed  in  the  House  of  Representa- 
tives on  August  15.  1986,  as  if  enacted  into 
law. 

(k)  Such  amounts  as  may  be  necessary  for 
programs,  projects,  or  activities  at  the  rate 
for  operations  and  to  the  extent  and  in  the 
manner  provided  for  in  H.R.  5052,  the  Mili- 
tary Construction  Appropriations  Act.  1987. 
as  passed  by  the  House  of  Representatives 
on  June  25.  1986. 

(I)  Such  amounts  as  may  be  necessary  for 
programs,  projects,  or  activities  at  the  rate 
for  operations  and  to  the  extent  and  in  the 
manner  provided  for  in  H.R.  5205,  the  De- 
partment of  Transportation  and  Related 
Agencies  Appropriations  Act,  1987.  as 
passed  by  the  House  of  Representatives  on 
July  30.  1986. 

(m)  Such  amounts  as  may  be  necessary  for 
programs,  projects,  or  activities  at  the  rate 
for  operations  and  to  the  extent  and  in  the 
manner  provided  for  in  H.R.  5294,  the 
Treasury,  Postal  Service,  and  General  Gov- 
ernment Appropriations  Act,  1987.  as  passed 
by  the  House  of  Representatives  on  August 
6,  1986. 

(n)  Such  amounts  as  may  be  necessary  for 
continuing  the  following  activities,  not  oth- 
erwise provided  for  in  this  joint  resolution, 
which  were  conducted  in  the  fiscal  year 
1986,  under  the  terms  and  conditions  pro- 
vided in  applicable  appropriations. Acts  for 
the  fiscal  year  1986,  at  the  current  rate  or 
as  otherwise  provided  herein:  Provided, 
That  no  appropriation  or  fund  made  avail- 
able or  authority  granted  pursuant  to  this 
sul>section  shall  t>e  used  to  initiate  or 
resume  any  project  or  activity  for  which  ap- 
propriations, funds,  or  authority  were  not 
available  during  fiscal  year  1986  unless  oth- 
erwise provided  for  herein: 

Public  health  activities  authorized  by  sec- 
tions 331-338.  513.  517,  1001,  and  2010  of  the 
Public  Health  Service  Act; 

Refugee  and  entrant  assistance  activities 
authorized  by  title  IV  of  the  Immigration 
and  Nationality  Act.  part  B  of  title  III  of 
the  Refugee  Act  of  1980,  and  section  501  of 
the  Refugee  Education  Assistance  Act  of 
1980  except  that  no  activity  authorized  by 
such  Acts  shall  be  funded  l)eyond  Septem- 
ber 30,  1987; 

Programs  authorized  by  the  Head  Start 
Act,  as  amended: 

Dependent  Care  activities  authorized  by 
Chapter  8-D  Of  title  VI-A  of  the  Omnibus 
Budget  Reconciliation  Act  of  1931,  as 
amended; 

Activities  authorized  by  the  Native  Ameri- 
cans Programs  Act,  as  amended; 

Activities  authorized  by  the  Community 
Services  Block  Grant  Act,  as  amended: 

Activities  authorized  by  the  Follow 
Through  Act; 


Activities  authorized  by  the  RehabiliU- 
tion  Act  of  1973; 

Activities  authorized  by  the  Higher  Edu- 
cation Act: 

Activities  authorized  by  the  Mutual  Edu- 
cation and  Cultural  Exchange  Act; 

Activities  authorized  by  title  XIII.  part  H, 
subpart  I  of  the  Education  Amendments  of 
1980; 

Activities  authorized  by  sections  405  and 
406  of  the  General  Education  Provisions 
Act; 

Economic  Development  Administration, 
"BJconomic  development  assistance  pro- 
grams". $7,500,000,  to  remain  available  until 
expended,  for  a  grant  to  continue  economic 
development  facilities  and  related  infra- 
structure activities  of  the  Port  Worth  Stock- 
yards Project  at  full  Federal  expense:  Pro- 
vided, That  in  addition,  the  Secretary  of  the 
Army,  acting  through  the  Chief  of  Engi- 
neers, using  any  funds  heretofore,  herein, 
and  hereafter  available  to  the  Corps  of  En- 
gineers, is  authorized  and  directed  to  devel- 
op at  full  Federal  expense  detailed  plans 
and  specifications  and  to  construct  meas- 
ures in  Tarrant  County,  Texas,  to  eliminate 
flood  damage  in  the  historical  stockyards 
area  along  Tony's  Creek  and  Marine  Creek; 

Activities  authorized  by  the  Domestic  Vol- 
unteer Service  Act  of  1973,  as  amended; 

United  States  Institute  of  Peace  author- 
ized by  the  United  States  Institute  of  Peace 
Act; 

From  existing  funds  the  Secretary  of  De- 
fense shall  take  additional  stepe  for  further 
development  of  planning,  research,  and  fa- 
cilities for  physical  acoustics  and  related 
matters; 

For  carrying  out  the  Low  Income  Home 
EInergy  Assistance  Program  as  authorized 
by  title  XXVI  of  the  Omnibus  Budget  Rec- 
onciliation Act  of  1981.  as  amended. 
$1,986,000,000;  and 

Activities  authorized  by  the  "Construction 
Industry  Labor  Law  Amendments  of  1985" 
as  passed  by  the  House  of  Representatives 
on  April  17.  1986. 

Sec.  102.  Unless  otherwise  provided  for  in 
this  joint  resolution  or  in  the  applicable  ap- 
propriations Act,  appropriations  and  funds 
made  available  and  authority  granted  pur- 
suant to  this  joint  resolution  shall  he  avail- 
able from  October  1.  1986.  and  shall  remain 
available  until  (a)  enactment  into  law  of  an 
appropriation  for  any  project  or  activity 
provided  for  in  this  joint  resolution,  or  (b) 
enactment  of  the  applicable  appropriations 
Act  by  both  Houses  without  any  provision 
for  such  project  or  activity,  or  (c)  Septem- 
ber  30.  1987.  whichever  first  occurs. 

Sec.  103.  Appropriations  made  and  author- 
ity granted  pursuant  to  this  joint  resolution 
shall  cover  all  obligations  or  expenditures 
incurred  for  any  program,  project,  or  activi- 
ty during  the  period  for  which  funds  or  au- 
thority for  such  project  or  activity  are  avail- 
able under  this  joint  resolution. 

Sec.  104.  Expenditures  made  pursuant  to 
this  joint  resolution  shall  be  charged  to  the 
applicable  appropriation,  fund,  or  authori- 
zation whenever  a  bill  in  which  such  appli- 
cable appropriation,  fund,  or  authorization 
is  contained  is  enacted  into  law. 

Sec.  105.  None  of  the  funds  in  this  Act 
may  t>e  used  to  issue  regulations  liefore 
June  1,  1987,  to  modify  the  formula  used 
during  fiscal  year  1986  to  divide  funds 
among  State  agencies  under  section  17(i)  of 
the  Child  Nutrition  Act  of  1966  (42  U.S.C. 
1786)  to  carry  out  the  special  supplemental 
food  program  for  women,  infants  and  chil- 
dren (WIC),  or  to  implement  such  regula- 
tions before  October  1, 1987. 
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Sec.  106.  Notwithst-anding  any  other  pro- 
vision of  law.  including  section  502(c)(2)  of 
the  Housing  Act  of  1949  (42  U.S.C.  1471  et 
seq.).  none  of  the  funds  appropriated  under 
this  or  any  other  Act  shall  be  used  in  fiscal 
year  1987  to  accept  prepayment  of  any  loan 
made  under  section  515  of  the  Housing  Act 
of  1949.  unless  such  loan  was  made  at  least 
twenty  years  prior  to  the  date  of  prepay- 
ment. 

Sec.  107.  The  Secretary  of  Agriculture 
may  transfer  surplus  agricultural  commod- 
ities from  inventory  in  an  amount  not  to 
exceed  $600,000  to  the  Department  of  De- 
fense for  use  in  complementing  support  pro- 
vided by  the  Department  of  Defense  to  the 
Tenth  International  Pan  American  Games 
to  be  held  in  Indianapolis.  Indiana. 

Sec.  108.  (a)  Section  1001  of  the  Food  Se- 
curity Act  of  1985  (7  U.S.C.  1308)  is  amend- 
ed— 

(1)  by  amending  paragraph  (1)  to  read  as 
follows: 

"(1)  For  each  of  the  1986  and  1987  crops, 
the  total  of  payments  that  a  person  shall  be 
entitled  to  receive  under  one  or  more  of  the 
programs  established  under  the  Agricultur- 
al Act  of  1949  and  the  National  Wool  Act  of 
1954  may  not  exceed  $250,000." 

(2)  in  paragraph  (3)— 

(A)  in  the  matter  preceding  subparagraph 
(A),  by  striking  "does  not  include"  and  in- 
serting "includes", 

(B)  in  subparagraph  (A),  by  inserting 
"under  the  Agricultural  Act  of  1949  and  the 
National  Wool  Act  of  1954"  before  the  semi- 
colon, 

(C)  in  subparagraph  (B),  by  inserting 
"under  the  Agricultural  Act  of  1949  and  the 
National  Wool  Act  of  1954"  after  "pay- 
ment". 

(D)  in  subparagraph  (G),  by  striking  "or", 

(E)  in  subparagraph  (H).  by  striking  the 
period  at  the  end  thereof  and  inserting  ": 
sind",  and 

(F)  by  adding  at  the  end  thereof  the  fol- 
lowing new  subparagraph: 

"(I)  any  other  payment  received  under  the 
Agricultural  Act  of  1949  and  the  National 
Wool  Act  of  1954.", 

(3)  in  paragraph  (5)— 

(A)  by  striking  "(A)", 

(B)  by  striking  subparagraph  (B).  and 

(C)  by  redesignating  clauses  (i)  and  (ii)  as 
subparagraphs  (A)  aind  (B).  respectively, 
and 

(4)  by  striking  out  paragraph  (6). 

(b)  The  amendments  made  by  subsection 
(a)  shall  not  apply  with  respect  to  payments 
under  agreements  and  contracts  made 
before  the  date  of  the  enactment  of  this 
Act. 

Sec.  109.  The  Food  Security  Act  of  1985  is 
amended  by  inserting  at  the  end  thereof  the 
following  new  sentence:  "Effective  for  each 
of  the  1987  through  1990  crops,  the  Secre- 
tary may  not  deny  a  person  status  as  a  sepa- 
rate person  under  paragraph  (1)  solely  on 
the  ground  that  a  family  member  cosigns 
for,  or  makes  a  loan  to,  such  person  and 
leases,  loans,  or  gives  such  person  equip- 
ment, land  or  labor,  if  such  family-members 
were  organized  as  separate  units  prior  to 
December  31,  1985.". 

Sec.  no.  Within  the  available  funds  of  the 
Rural  Electrification  Administration  loan 
authority  made  available  by  this  Act, 
$3,000,000  shall  be  provided  to  the  Choctaw 
Hectric  Cooperative  to  implement  section  5 
of  the  Rural  Electrification  Act. 

Sec.  hi.  (a)  National  School  Lunch 
Act.— Section  12(d)(5)  of  the  National 
School  Lunch  Act  (42  U.S.C.  1760(d)(5))  is 
amended  in  the  first  sentence  by  striking 


"except     private    schools    whose    average 
yearly  tuition  exceeds  $1,500  per  child,". 

(b)  Child  Nutrition  Act  of  1966.— Sec- 
tion 15(c)  of  the  Child  Nutrition  Act  of  1966 
(42  U.S.C.  1784(c))  is  amended  in  subpara- 
graph (A)  of  the  first  sentence  by  striking 
"except  private  schools  whose  average 
yearly  tuition  exceeds  $1,500  per  child,". 

(c)  The  amendments  made  by  this  section 
shall  take  effect  July  1,  1987. 

Sec.  112.  Notwithstanding  any  provision  of 
title  I  of  the  Local  Public  Works  Capital  De- 
velopment and  Investment  Act  of  1976.  as 
amended  (Public  Law  94-369),  or  any  other 
provision  of  law  to  the  contrary,  any  funds 
authorized  and  appropriated  under  title  I  of 
such  Act.  as  amended,  in  any  fiscal  year  for 
projects  in  ( 1 ).  New  York.  New  York,  but  ob- 
ligated as  of  December  19,  1985  and  not  dis- 
bursed, shall  remain  available  for  obligation 
and  expenditure  through  March  31.  1988  for 
any  authorized  project  in  New  York.  New 
York  under  title  I  of  such  Act,  as  amended, 
or  for  any  project  in  New  York,  New  York, 
determined  to  be  eligible  under  title  I  of  the 
Public  Works  and  Economic  Development 
Act  of  1965.  as  amended,  if  the  total  amount 
of  such  funds  is  not  finally  determined  by 
October  15.  1986. 

Sec.  113.  Notwithstanding  any  other  pro- 
vision of  law  or  a  contract  to  the  contrary, 
the  SEDA-COG  Joint  Rail  Authority. 
Lewisburg.  Pennsylvania,  may  sell  any  por- 
tion of  the  real  property  that  was  acquired 
in  part  with  proceeds  of  a  grant  from  the 
Economic  Development  Administration 
(grant  number  01-19-02563)  and  may  retain 
all  of  the  proceeds  of  any  such  sale  so  long 
as  the  proceeds  are  used  for  purposes  which 
meet  the  criteria  of  and  are  approved  by  the 
Economic  Development  Administration. 

Sec.  114.  (a)  Duties  of  Under  Secretary 
OF  Defense  for  Acquisition.— Section  133 
of  title  10.  United  States  Code  (as  redesig- 
nated by  section  101(a)  of  the  Goldwater- 
Nichols  Department  of  Defense  Reorganiza- 
tion Act  of  1986).  is  amended  to  read  as  fol- 
lows: 

"S  133.  Under  Secretary  of  Defense  for  Acquisi- 
tion 

"(a)  There  is  an  Under  Secretary  of  De- 
fense for  Acquisition,  appointed  from  civil- 
ian life  by  the  President,  by  and  with  the 
advice  and  consent  of  the  Senate.  The 
Under  Secretary  shall  be  appointed  from 
among  persons  who  have  an  extensive  man- 
agement background  in  the  private  sector. 

"(b)  Subject  to  the  authority,  direction, 
and  control  of  the  Secretary  of  Defense,  the 
Under  Secretary  of  Defense  for  Acquisi- 
tion— 

"(1)  is  responsible  for  setting  overall 
policy  for,  and  supervises,  all  acquisition  ac- 
tivities of  the  Department  of  Defense;  and 

"(2)  shall  perform  such  duties  and  exer- 
cise such  powers  as  the  Secretary  of  De- 
fense may  prescribe. 

■(c)  The  Under  Secretary— 

"(1)  is  the  senior  procurement  executive 
for  the  Department  of  Defense  for  the  pur- 
poses of  section  16(3)  of  the  Office  of  Feder- 
al Procurement  Policy  Act  (41  U.S.C. 
414(3)); 

"(2)  is  the  Defense  Acquisition  Executive 
for  purposes  of  regulations  and  procedures 
of  the  Department  providing  for  a  Defense 
Acquisition  Executive;  and 

"(3)  to  the  extent  directed  by  the  Secre- 
tary, supervises  all  other  officers  in  the 
Office  of  the  Secretary  of  Defense  who  have 
acquisition  responsibilities. 

"(d)  Supervision  of  the  audit  and  over- 
sight functions  performed  by  the  Defense 
Contract  Audit  Agency  on  the  date  of  the 


enactment  of  this  section  shall  be  carried 
out  in  the  same  manner  as  in  effect  on  such 
date. 

"(e)  The  Secretary  of  Defense  shall  pre- 
scribe the  precedence  of  the  Under  Secre- 
tary in  the  Department  of  Defense.". 

(b)  Independence  of  Director  of  Oper- 
ational Test  and  Evaluation.— Section 
138(d)  of  title  10,  United  States  Code  (relat- 
ing to  the  Director  of  Operational  Test  and 
Evaluation),  as  redesignated  by  section 
101(a)  of  the  Goldwater-Nichols  Depart- 
ment of  Defense  Reorganization  Act  of 
1986,  is  amended  by  inserting  "personally" 
after  "Secretary  of  Defense"  in  the  first 
sentence. 

(c)  Armed  Forces  Policy  Council.— Sec- 
tion 171(a)  of  such  title  (relating  to  the 
Armed  Forces  Policy  Council)  is  amended— 

(1)  by  redesignating  paragraphs  (3) 
through  (11)  as  paragraphs  (4)  through 
(12).  respectively; 

(2)  by  inserting  after  paragraph  (2)  the 
following  new  paragraph  (3): 

"(3)  the  Under  Secretary  of  Defense  for 
Acquisition;";  and 

(3)  by  striking  out  "Under  Secretaries  of 
Defense"  in  paragraph  (7)  (as  so  redesignat- 
ed) and  inserting  in  lieu  thereof  "Under  Sec- 
retary of  Defense  for  Policy  and  the  Direc- 
tor of  Defense  Research  and  Engineering". 

(d)  Prevention  of  Duplication  of  Cer- 
tain Contract  Audit  and  Oversight  Activi- 
ties.—(1)  Chapter  131  of  title  10,  United 
States  Code,  is  amended  by  adding  at  the 
end  the  following  new  section: 

"§2214.  Audit  and  oversight  of  contractor  activi- 
ties: coordination  and  prevention  of  duplicative 
policies 

"(a)  Coordination.- The  Secretary  of  De- 
fense shall  prescribe  procedures  to  ensure 
that  Department  of  Defense  policies  for  the 
audit  and  oversight  of  contractor  activities 
are  coordinated  and  carried  out  in  a  manner 
to  prevent  duplication  of  audit  and  over- 
sight activities  by  different  elements  of  the 
Department. 

"(b)  Consultation.— In  carrying  out  this 
section,  the  Secretary  shall  consult  with  the 
Under  Secretary  of  Defense  for  Acquisition 
and  the  Inspector  General  of  the  Depart- 
ment of  Defense.". 

(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 
"2214.  Audit  and  oversight  of  contractor  ac- 
tivities: coordination  and  pre- 
vention   of    duplicative    poli- 
cies.". 

Sec.  115.  (a)  Safeguarding  of  Military 
Whistleblowers.— The  Congress  makes  the 
following  findings: 

( 1 )  In  the  course  of  their  duties,  members 
of  the  Armed  Forces  may  become  aware  of 
information  evidencing  wrongdoing  or  waste 
of  funds. 

(2)  It  is  generally  the  duty  of  members  of 
the  Armed  Forces  to  report  such  informa- 
tion through  the  chain  of  command. 

(3)  Reporting  such  information  through 
the  chain  of  command  does  not  always 
result  in  correction  and  may,  in  some  cases, 
be  futile. 

(4)  Members  of  the  Armed  Forces  who 
become  aware  of  such  information  should 
be  encouraged  to  disclose  it  to  an  Inspector 
General  or  Member  of  Congress  if  neces- 
sary. 

(5)  Members  of  the  Armed  Forces  who  dis- 
close such  information  should  be  protected 
from  adverse  personnel  consequences  (or 
threats  thereof)  as  a  result  of  such  disclo- 
sures. 
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(6)  Members  of  the  Armed  Forces  who  be- 
lieve they  have  been  subject  to  retaliation 
(or  the  threat  thereof)  should  have  the 
right  to  a  speedy  Inspector  General  investi- 
gation and  administrative  review  of  their 
cases. 

(b)  Whistleblower  Protection.— ( 1)  Sec- 
tion 1034  of  title  10,  United  States  Code,  re- 
lating to  communicating  with  a  Member  of 
Congress,  is  amended  to  read  as  follows: 
"§  1034.  Communicating  with  a  Member  of  Con- 
gress or  Inspector  General 

"(a)  Restricting  Communications  With 
Members  of  Congress  and  Inspectors  Gen- 
eral Prohibited.— 

"(1)  General  rule.— No  person  may  re- 
strict a  member  of  an  armed  force  in  com- 
municating with  a  Member  of  Congress  or 
an  Inspector  General. 

■'(2)  Exceptions.— Paragraph  (1)  does  not 
apply  to  a  communication  that— 

"(A)  is  unlawful;  or 

"(B)  violates  a  regulation  necessary  to  the 
security  of  the  United  States. 

"(b)  Prohibition  of  Retaliatory  Person- 
nel Actions.— No  person  may  take  (or 
threaten  to  talce)  an  unfavorable  personnel 
action,  or  withhold  (or  threaten  to  with- 
hold) a  favorable  personnel  action,  as  a  re- 
prisal against  a  member  of  an  armed  force 
for  making  or  preparing  a  communication  to 
a  Member  of  Congress  or  an  Inspector  Gen- 
eral that  (under  subsection  (a))  may  not  be 
restricted. 

"(c)  Inspector  General  Investigation.— 

"(1)  Investigation  of  certain  allega- 
TiONS.— The  Inspector  General  of  the  De- 
partment of  Defense  shall  expeditiously  in- 
vestigate an  allegation  by  a  member  of  the 
armed  forces  that  a  reprisal  prohibited  by 
subsection  (b)  has  been  taken  (or  threat- 
ened) against  the  member  with  respect  to  a 
communication  to  a  Member  of  Congress  or 
an  Inspector  General  making  a  complaint  or 
disclosing  information  that  the  member  of 
the  armed  forces  reasonably  believes  evi- 
dences— 

"(A)  a  violation  of  a  law,  rule,  or  regula- 
tion: or 

"(B)  mismanagement,  a  gross  waste  of 
funds,  an  abuse  of  authority,  or  a  sut>stan- 
tial  and  specific  danger  to  public  health  or 
safety. 

"(2)  Time  for  allegation.— The  Inspector 
General  is  not  required  to  make  an  investi- 
gation under  paragraph  ( 1 )  in  the  case  of  an 
allegation  made  more  than  90  days  after  the 
reprisal  (or  threatened  reprisal)  that  is  the 
subject  of  the  allegation. 

"(3)  Investigation  of  subject  matter  of 
DISCLOSURE.— If  the  Inspector  General  has 
not  already  done  so.  the  Inspector  General 
shall  commence  a  separate  investigation  of 
the  information  that  the  member  believes 
evidences  wrongdoing  as  described  in  sub- 
paragraph (A)  or  (B)  of  paragraph  (1). 

"(4)  Report.— Not  later  than  10  days  after 
completion  of  an  investigation  under  this 
subsection,  the  Inspector  General  shall 
submit  a  report  on  the  results  of  the  investi- 
gation to  the  Secretary  of  Defense.  The  In- 
spector General  shall  provide  an  unclassi- 
fied copy  of  that  report  to  the  meml)er  con- 
cerned. 

"(5)  Time  for  report.— If.  in  the  course  of 
an  investigation  of  an  allegation  under  this 
section,  the  Inspector  General  determines 
that  it  is  not  possible  to  submit  the  report 
required  by  paragraph  (2)  within  30  days  of 
the  date  of  receipt  of  the  allegation  being 
investigated,  the  Inspector  General  shall 
provide  to  the  Secretary  of  Defense  and  to 
the  member  making  the  allegation  a 
notice— 


"(A)  of  that  determination  (including  the 
reasons  why  the  report  may  not  t)e  submit- 
ted within  that  time):  and 

"(B)  of  the  time  when  the  report  will  be 
submitted. 

"(6)  Content  of  REPORT.-The  report  on 
the  results  of  the  investigation  shall  contain 
a  thorough  review  of  the  facts  and  circum- 
stances relevant  to  the  allegation  and  the 
complaint  or  disclosure  and  shall  include 
documents  acquired  during  the  course  of 
the  investigation,  including  summaries  of 
interviews  conducted.  If  a  person  agrees  to 
be  interviewed  only  on  the  condition  that 
the  person's  identity  not  be  disclosed,  the 
report  shall  not  contain  any  information 
about  such  interview.  The  report  shall  con- 
tain no  findings  of  disputed  fact  or  recom- 
mendations as  to  the  disposition  of  the  com- 
plaint. 

"(7)  Delegation.- The  Inspector  General 
of  the  Department  of  Defense  may  delegate 
any  function,  power,  or  duty  of  the  Inspec- 
tor General  under  this  subsection  to  any 
other  Inspector  General  in  the  Department 
of  Defense. 

"(d)  Correction  of  Records.— 

"(1)  Boards  for  correction  of  military 
records.— In  resolving  an  allegation  made 
by  a  member  of  an  armed  force  to  whom  the 
Inspector  General  has  reported  under  sub- 
section (c),  a  correction  board  acting  under 
section  1552  of  this  title,  on  the  request  of 
the  member  or  otherwise,  may— 

"(A)  direct  further  investigation; 

"(B)  direct  the  production  of  evidence: 

"(C)  direct  the  examination  of  witness: 

"(D)  receive  oral  argument:  or 

"(E)  direct  or  conduct  an  evidentiary  hear- 
ing. 

"(2)  Legal  assistance.— A  member  to 
whom  the  Inspector  General  has  reported 
under  subsection  (c)  is  entitled  to  the  assist- 
ance of  a  judge  advocate  in  filing  a  petition 
for  correction  under  section  1552  of  this 
title. 

"(3)  Board  decisions.— The  Board  shall 
issue  a  final  decision  with  respect  to  the  pe- 
tition within  120  days  after  the  filing  of 
such  petition.  If  the  Board  fails  to  issue 
such  a  final  decision  within  such  time,  the 
member  shall  be  deemed  to  have  exhausted 
administrative  remedies  under  section  1552 
of  this  title  to  the  extent  that  such  exhaus- 
tion may  be  required  in  any  judicial  pro- 
ceeding concerning  the  relief  sought  in  the 
petition  for  correction.  The  decision  of  the 
Board  shall  be  in  writing  and  shall  include 
findings  of  fact  and  a  statement  of  reasons. 
The  Board  shall  cause  its  decision  to  be 
served  on  the  petitioner  by  first  class  mail 
to  the  address  listed  in  the  petition  for  cor- 
rection within  10  days  of  the  date  of  the  de- 
cision. A  determination  by  the  Board  by  a 
preponderance  of  the  evidence  that  a  per- 
sonnel action  adversely  affecting  a  member 
would  not  have  been  taken  in  the  absence  of 
a  complaint  or  disclosure  of  information  de- 
scribed in  subsection  (c)(1)  shall  constitute  a 
determination  of  a  prohibited  retaliatory 
personnel  action  under  subsection  (b). 

"(4)  Corrective  action.— The  Board  shall 
order  such  action  as  is  necessary  to  correct 
the  record  and  the  effect  of  a  prohibited  re- 
taliatory personnel  action. 

"(5)  Disciplinary  action.— If  the  Board 
determines  that  a  prohibited  retaliatory 
personnel  action,  as  defined  in  subsection 
(b),  has  occurred,  the  Board  shall  refer  the 
record  of  the  matter  to  the  officer  exercis- 
ing general  court-martial  jurisdiction  over 
the  person  who  committed  the  prohibited 
retaliatory  personnel  action. 

"(e)  Judicial  Review.— 


"(1)  Right  of  review.— (A)  A  member  of 
an  armed  force  aggrieved  by  a  final  order  of 
the  Board  may  obtain  judicial  review  of  the 
order  by  filing  a  petition  for  review  before 
the  end  of  the  60-day  period  beginning  on 
the  later  of— 

"(i)  the  date  the  member  received  notice 
of  the  order  of  the  Board;  or      ' 

"(ii)  the  date  on  which  the  member  was 
deemed  to  have  exhausted  administrative 
remedies  under  subsection  (d)(3). 

"(B)  A  petition  for  review  under  subpara- 
graph (A)  shall  be  filed  with  the  United 
States  Court  of  Appeals— 

"(i)  for  the  circuit  in  which  the  member 
resides: 

"(ii)  for  the  circuit  in  which  the  member 
is  stationed:  or 

"(iii)  in  the  Court  of  Appeals  for  the  Dis- 
trict of  Columbia. 

"(2)  Review  of  record.— With  respect  to 
any  case  for  which  a  petition  for  review  is 
filed  under  paragraph  ( 1  )(A),  the  court— 

"(A)  shall  review  the  record:  and 

"(B)  in  any  case  in  which  it  determines 
that  the  record  fails  to  resolve  significant 
issues  of  fact,  may  refer  the  case  to  the  ap- 
propriate United  States  district  court  for  a 
hearing  de  novo. 

"(3)  Standard  of  review.— The  court  shall 
set  aside  any  order  of  the  Board  that,  upon 
completion  of  a  review  under  paragraph  (2), 
is  determined  to  be— 

"(A)  arbitrary,  capricious,  an  abuse  of  dis- 
cretion, or  otherwise  not  in  accordance  with 
law:  or 

"(B)  not  supported  by  suttstantial  evi- 
dence. 

"(4)  Attorneys  fees.— If.  upon  coippletion 
of  a  review  under  paragraph  (2),  the  court 
finds  that  the  claim  of  the  member  is  meri- 
torious, the  court  shall  award  such  member 
reasonable  attorneys  fees  and  costs. 

"(f)  Regulations.— The  Secretary  of  De- 
fense, and  the  Secretary  of  Transportation 
with  respect  to  the  Coast  Guard  when  it  is 
not  operating  as  a  service  in  the  Navy,  shall 
prescribe  regulations  to  carry  out  this  sec- 
tion. Such  regulations  shall  include  regula- 
tions for  which  violations  are  subject  to  sec- 
tion 892  of  this  title  (article  92  of  the  Uni- 
form Code  of  Military  Justice).". 

(2)  The  item  relating  to  such  section  in 
the  table  of  sections  at  the  beginning  of 
chapter  53  of  such  title  is  amended  to  read 
as  follows: 

"1034.  Communicating  with  a  Member  of 
Congress  or  Inspector  Gener- 
al.". 

(c)  Deadline  for  Regulations.— The  Sec- 
retary of  Defense  and  the  Secretary  of 
Transportation  shall  prescribe  regulations 
required  by  subsection  (e)  of  section  1034  of 
title  10,  United  States  Code,  as  added  by 
subsection  (a),  not  later  than  120  days  after 
the  date  of  the  enactment  of  this  joint  reso- 
lution. 

Sec.  116.  (a)  Protection  of  Contractor 
Employees  Prom  Reprisal  for  Disclosure 
OF  Certain  Information.— ( 1 )  Chapter  141 
of  title  10,  United  SUtes  Code,  is  amended 
by  adding  at  the  end  the  following  new  sec- 
tion: 
•'§2408.  Contractor  employees:   protection  from 

reprisal  for  disclosure  of  certain  information 

"(a)  Prohibition  of  Reprisals.— ( 1 )  A 
contractor  of  the  Department  of  Defense 
may  not  take  a  reprisal  action  against  any 
officer  or  employee  of  that  contractor  for 
disclosing  to  an  appropriate  Government  of- 
ficial information  relating  to  a  contract  (or 
the  negotiation  or  competition  for  a  con- 
tract) between  such  contractor  and  the  De- 
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partment  of  E>efense  which  the  officer  or 
employee  reasonably  believes  evidences— 

"(A)  a  violation  of  law,  rule,  or  regulation; 
or 

"(B)  mismanagement,  a  gross  waste  of 
funds,  an  abuse  of  authority,  or  a  substan- 
tial and  specific  danger  to  public  health  or 
safety. 

"(2)  In  this  section,  the  term  appropriate 
Government  official'  includes— 

"(A)  an  officer  or  employee  of  the  Depart- 
ment of  Defense: 

•■(B)  a  Member  of  Congress  or  an  officer 
or  employee  of  Congress,  the  General  Ac- 
counting Office,  the  Congressional  Budget 
Office,  or  the  Office  of  Technology  Assess- 
ment: 

"(C)  any  other  officer  or  employee  of  the 
United  States  whose  duties  include  the  in- 
vestigation or  enforcement  of  any  law,  rule, 
or  regulation  relating  to  defense  acquisition: 
and 

■■(D)  a  member  or  employee  of  any  au- 
thorized commission  established  for  pur- 
poses related  to  defense  acquisition. 

"(b)  Remedies.— (1)  An  officer  or  employ- 
ee of  a  defense  contractor  who  believes  that 
such  officer  or  employee  has  been  subject  to 
a  reprisal  prohibited  by  subsection  (a)  may 
file  a  complaint  with  the  Secretary  of  De- 
fense. 

■■(2)(A)  Under  procedures  prescribed  by 
the  Secretary  of  Defense  by  regulation,  the 
Secretary  shall  investigate  each  complaint 
filed  under  paragraph  ( 1 ). 

■■(B)  If.  after  an  investigation  under  sub- 
paragraph (A),  the  Secretary  believes  there 
is  a  reasonable  likelihood  that  a  reprisal 
prohibited  by  subsection  (a)  has  occurred, 
the  Secretary  shall  provide  the  contractor 
with  an  opportunity  to  show  cause  why  the 
Secretary  should  not  order  corrective  action 
and  assess  penalties  under  subparagraph 
(C). 

■■(C)  If.  after  considering  the  presentation 
of  the  contractor  under  subparagraph  (B). 
the  Secretary  finds  that  a  reprisal  prohibit- 
ed by  subsection  (a)  has  occurred,  the  Secre- 
tary shall— 

"(i)  order  the  contractor  to  take  action  to 
eliminate  the  adverse  effect  of  the  reprisal 
on  the  complainant:  and 

■■(ii)  assess  a  monetary  penalty  against 
such  contractor. 

■■(D)  The  Secretary  shall  impose  penalties, 
which  may  include  monetary  fines  and  de- 
barment from  further  contracts,  against  any 
contractor  who  fails  to  comply  promptly 
with  an  order  of  the  Secretary  under  sub- 
paragraph (C). 

■■(E)  The  Secretary  shall  issue  a  decision 
on  a  complaint  filed  under  paragraph  (I) 
within  45  days  of  receipt  of  the  complaint. 

■■(3)(A)  The  decision  of  the  Secretary 
under  paragraph  (2)  shall  be  a  final  agency 
action  for  purposes  of  chapter  7  of  title  5. 

■■(B)  Failure  of  the  Secretary  to  decide  on 
a  complaint  within  the  period  provided  in 
paragraph  (2)(E)  shall  be  deemed  to  be  final 
agency  action  for  purposes  of  chapter  7  of 
title  5. 

■■(C)  In  any  action  brought  under  chapter 
7  of  title  5  related  to  a  reprisal  under  sub- 
section (a),  a  court  may  assess  against  the 
defense  contractor,  or  against  the  United 
States,  reasonable  attorney  fees  and  other 
litigation  costs  reasonably  incurred  by  an 
officer  or  employee  of  the  contractor  who 
substantially  prevails  in  such  action. 

■■(c)  Regulations.— The  Secretary  of  De- 
fense shall  prescribe  regulations  to  carry 
out  this  section  (other  than  subsection 
(b)(3)).  Such  regulations  shall  provide  that 
any  firm  which  negotiates  with  the  I>epart- 


ment  of  Defense  for  a  contract  or  competes 
for  a  Department  of  Defense  contract  there- 
by submits  to  the  jurisdiction  of  the  Secre- 
tary of  Defense  for  purposes  of  this  sec- 
tion.". 

(2)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item: 

'■2408.  Contractor  employees:  protection 
from  reprisal  for  disclosure  of 
certain  information. '■. 

(b)  Initial  Regulations.- The  Secretary 
of  Defense  shall  prescribe  the  regulations 
required  by  subsection  (c)  of  section  2408  of 
title  10.  United  States  Code,  as  added  by 
subsection  (a),  not  later  than  the  end  of  the 
90-day  period  beginning  on  the  date  of  the 
enactment  of  this  joint  resolution. 

(c)  Effective  Date.— Section  2408  of  title 
10.  United  States  Code,  as  added  by  subsec- 
tion (a),  shall  apply  with  respect  to  any  re- 
prisal action  taken  on  or  after  the  date  of 
the  enactment  of  this  joint  resolution. 

Sec  117.  (a)  Conflict-ofInterest  in  De- 
fense Procurement.— ( 1)  Chapter  141  of 
title  10.  United  States  Code,  is  amended  by 
inserting  after  section  2397a  the  following 
new  sections: 

"S  i.^JBTb.  Certain  former  Department  of  Defense 
procurement  ofHciaLs:  limitations  on  employ- 
ment by  contractors 

■•(a)(  1 )  Any  person- 

■■(A)  who  is  a  former  officer  or  employee 
of  the  Department  of  Defense  or  a  former 
or  retired  member  of  the  armed  forces:  and 

•■(B)  who.  during  the  two-year  period  pre- 
ceding the  person's  separation  from  service 
in  the  Department  of  Defense,  participated 
personally  and  substantially,  and  in  a 
manner  involving  decisionmaking  responsi- 
bilities, in  a  procurement  function  with  re- 
spect to  a  contract  through  contact  with  the 
contractor. 

may  not  accept  compensation  from  that 
contractor  for  a  period  of  two  years  follow- 
ing the  person's  separation  from  service  in 
the  Department  of  Defense. 

"(2)  In  paragraph  (1).  the  term  decision- 
making responsibilities^  includes  the  follow- 
ing activities  with  respect  to  a  contract:  ap- 
proval or  disapproval,  or  making  recommen- 
dations or  engaging  in  negotiations,  with 
regard  to  a  procurement  function. 

•■(3)  For  purposes  of  paragraph  (1). 
whether  or  not  a  person  is  a  contractor  (as 
defined  in  subsection  (f)(2))  is  determined 
as  of  the  date  of  the  separation  from  .service 
of  the  officer  or  employee  of  the  Depart- 
ment of  Defense  or  member  of  the  armed 
forces  involved. 

■■(4)  Any  person  who  knowingly  violates 
paragraph  (1)  shall  be  imprisoned  for  not 
more  than  one  year  and  shall  be  subject  to  a 
fine  in  the  amount  provided  in  title  18. 

•■(5)  Any  person  who  knowingly  offers  or 
provides  any  compensation  to  another 
person,  and  who  knew  or  should  have 
known  that  the  acceptance  of  such  compen- 
sation is  or  would  be  in  violation  of  para- 
graph (1).  shall  be  imprisoned  for  notj  more 
than  one  year  and  shall  be  subject  to  a  fine 
in  the  amount  provided  in  title  18. 

'•(b)(  1 )  This  section  applies  only  to— 

■'(A)  civilian  positions  for  which  the  rate 
of  pay  is  equal  to  or  greater  than  the  mini- 
mum rate  of  pay  payable  for  grade  GS-13  of 
the  General  Schedule:  and 

■■(B)  to  positions  held  by  members  of  the 
armed  forces  in  a  pay  grade  of  0-4  or 
higher. 

■•(2)(A)  When  a  vacancy  occurs  in  a  sensi- 
tive civilian  procurement  executive  position. 


the  Secretary  of  Defense,  with  the  concur- 
rence of  the  Director  of  the  Office  of  Gov- 
ernment Ethics,  may  exempt  the  person  ap- 
pointed to  fill  the  vacancy  from  the  provi- 
sions of  subsection  (a)  by  reason  of  service 
in  such  position. 

■■(B)  For  purposes  of  subparagraph  (A),  a 
sensitive  civilian  procurement  executive  po- 
sition is  a  position- 
ed) which  is  identified  under  paragraph 
(1); 

■■(ii)  which  is  a  civilian  position  to  which  a 
person  is  appointed  by  the  President,  by  and 
with  the  advice  and  consent  of  the  Senate; 
and 

■■(iii)  with  respect  to  which  the  Secretary 
of  Defense  determines  that  the  duties  inher- 
ent in  the  position  involve  personal  and  sub- 
stantial participation  in  procurement  func- 
tions (to  the  extent  to  which  subsection 
(a)(1)  applies)  with  so  many  contractors 
that  implementation  of  subsection  (a)  with 
respect  to  persons  serving  in  the  position 
would  seriously  hamper  the  ability  of  the 
Department  of  Defense  to  obtain  the  serv- 
ices of  a  highly  qualified  person  to  serve  in 
the  position. 

•■(C)  An  exemption  granted  under  this 
paragraph  shall  not  apply  to  the  extent 
that  the  person  granted  the  exemption  acts 
as  a  Government  representative  in  the  nego- 
tiation or  settlement  of  a  contract  with  a 
contractor. 

•(D)  Whenever  the  Secretary  of  Defense 
grants  an  exemption  under  this  paragraph, 
the  Secretary  shall  promptly  submit  to  the 
Committees  on  Armed  Services  and  Govern- 
mental Affairs  of  the  Senate  and  the  Com- 
mittees on  Armed  Services  and  the  Judici- 
ary of  the  House  of  Representatives  a 
report  describing  the  exemption  and  setting 
forth  the  specific  reasons  for  the  exemp- 
tion. 

••(c)  The  Secretary  of  Defense  shall  pro- 
vide to  each  person  separated  from  service 
in  the  Department  of  Defense  in  a  position 
described  in  subsection  (bid)  who.  within 
the  two  years  preceding  the  date  of  such 
separation,  participated  in  a  procurement 
function  of  the  Department  a  notice  with 
respect  to  this  section.  Such  notice  shall  in- 
clude— 

(1)  a  written  explanation  of  the  provi- 
sions of  this  section:  and 

••(2)  the  name  of  each  contractor  from 
whom  such  person  is  prohibited  from  ac- 
cepting compensation  under  this  section. 

■•(d)  This  section  does  not  apply— 

■•(1)  to  a  contract  for  an  amount  less  than 
$100,000: 

••(2)  to  compensation  of  a  person  by  an 
entity  that  did  not  have  a  Department  of 
Defense  contract  in  excess  of  $100,000  at 
the  time  the  person  participated  personally 
and  substantially  in  a  procurement  function 
(to  the  extent  to  which  subsection  (aid)  ap- 
plies) with  respect  to  a  contract  with  that 
entity:  or 

■■(3)  to  a  contractor  that  was  awarded  con- 
tracts by  the  Department  of  Defense  during 
the  preceding  fiscal  year  in  a  total  amount 
less  than  $100,000. 

•■(e)d)  A  person  who  is  considering  the 
propriety  of  accepting  compensation  that 
might  place  the  person  in  violation  of  sub- 
section (a)  may,  before  acceptance  of  such 
compensation,  apply  to  the  Director  of  the 
Office  of  Government  Ethics  for  advice  on 
the  applicability  of  this  section  to  the  ac- 
ceptance of  such  compensation. 

■■(2)  An  application  under  paragraph  (1) 
shall  contain  such  information  as  the  Direc- 
tor requires. 

■■(f)  In  this  section: 
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"(1)  The  term  'compensation'  includes  any 
payment,  gift,  benefit,  reward,  favor,  or  gra- 
tuity— 

"(A)  which  is  provided,  directly  or  indi- 
rectly, for  services  rendered:  and 

■■(B)  which  is  valued  in  excess  of  $250  at 
the  prevailing  market  price. 

■■(2)  The  term  'contractor'  means— 

"(A)  a  person  that  contracts  to  supply  the 
Department  of  Defense  with  goods  or  serv- 
ices; and 

■■(B)  a  person  that  controls,  is  controlled 
by,  or  is  under  common  control  with  a 
person  described  in  subparagraph  (A). 

Such  term  does  not  include  a  State  or  local 
government  or  an  organization  described  in 
section  501(c)(3)  of  the  Internal  Revenue 
Code  of  1954  which  is  exempt  from  taxation 
under  section  501(a)  of  such  Code. 

■'(3)  The  term  "procurement  function"  in- 
cludes, with  respect  to  a  contract,  any  func- 
tion relating  to— 

•■(A)  the  negotiation,  award,  administra- 
tion, or  approval  of  the  contract: 

•■(B)  the  selection  of  a  contractor: 

"(C)  the  approval  of  changes  in  the  con- 
tract: 

"(D)  quality  assurance,  operational  and 
developmental  testing,  the  approval  of  pay- 
ment, or  auditing  under  the  contract:  or 

"(E)  the  management  of  the  procurement 
program. 

"(4)  The  term  armed  forces'  does  not  in- 
clude the  Coast  Guard. 

■'(g)  For  the  purposes  of  this  section  and 
section  2397c  of  this  title,  a  member  or 
former  member  of  the  armed  forces  shall  be 
considered  to  have  been  separated  from 
service  in  the  Department  of  Defense  upon 
the  member's  discharge  or  release  from 
active  duty. 
"S  2397c.  Defense  contractors:  requirements  ton- 

ceming  former  Department  of  Defense  ofricials 

■■(a)(1)  With  respect  to  a  contractor  that 
during  a  fiscal  year  enters  into  contracts 
with  the  Department  of  Defense  for  the 
procurement  of  goods  and  services  in 
amounts  aggregating  $100,000  or  more,  each 
contract  for  procurement  of  goods  or  serv- 
ices entered  into  by  the  Department  with 
that  contractor  during  the  next  fiscal  year 
shall  include  a  provision  under  which  the 
contractor  agrees  not  to  provide  compensa- 
tion to  a  person  if  the  acceptance  of  such 
compensation  by  such  person  would  violate 
section  2397b(a)(l)  of  this  title. 

■■(2)  Such  a  contract  shall  also  provide 
that  if  the  contractor  knowingly  violates  a 
contract  provision  required  by  paragraph 
(1)  the  contractor  shall  pay  to  the  United 
States,  as  liquidated  damages  under  the  con- 
tract, an  amount  equal  to  the  greater  of— 

■'(A)  $100,000;  or 

•■(B)  three  times  the  compensation  paid  by 
the  contractor  to  the  person  in  violation  of 
such  contract  provision. 

"(b)(lKA)  Each  contractor  subject  during 
a  calendar  year  to  a  contract  term  described 
in  subsection  (a)  shall  submit  to  the  Secre- 
tary of  Defense  not  later  than  April  1  of  the 
next  year  a  report  covering  the  preceding 
calendar  year.  Each  such  report  shall  list 
the  name  of  each  person  (together  with 
other  information  adequate  for  the  Govern- 
ment to  identify  the  person)  who— 

■'(i)  is  a  former  officer  or  employee  of  the 
Department  of  Defense  or  a  former  or  re- 
tired member  of  the  armed  forces;  and 

'•(ii)  was  provided  compensation  by  that 
contractor  during  the  preceding  calendar 
year,  if  such  compensation  was  provided 
within  two  years  after  such  officer,  employ- 
ee, or  member  left  service  in  the  Depart- 
ment of  Defense. 


■■(B)  Each  such  listing  shall— 

■■(i)  show  each  agency  in  which  the  person 
was  employed  or  served  on  active  duty 
during  the  last  two  years  of  the  person's 
service  in  the  Government; 

■■(ii)  show  the  person^s  job  titles  during 
the  last  two  years  of  the  person's  service  in 
the  Government; 

"(iii)  contain  a  full  and  complete  descrip- 
tion of  the  duties  of  the  person  during  the 
last  two  years  of  such  service;  and 

"(iv)  contain  a  description  of  the  duties  (if 
any)  that  the  person  is  performing  on 
behalf  of  the  contractor. 

"(2)  A  person  who  knowingly  fails  to  file  a 
report  required  by  paragraph  (1)  shall  be 
fined  not  more  than  $10,000. 

"(3)  The  Secretary  of  Defense  shall  review 
each  report  under  paragraph  (1)  to  assess 
the  report  for  accuracy  and  completeness 
and  for  the  purpose  of  identifying  possible 
violations  of  paragraph  (1)  or  section 
2397b(a)  of  this  title  or  of  a  contract  provi- 
sion required  by  subsection  (a).  The  Secre- 
tary shall  report  any  such  possible  violation 
to  the  Attorney  General. 

■■(c)(1)  The  Director  of  the  Office  of  Gov- 
ernment Ethics  shall  have  access  to  the  re- 
ports submitted  under  subsection  (b)(1)  and 
shall  conduct  an  annual  random  review  of 
the  reports  for  violations  of  section  2397b(a) 
of  this  title  and  subsections  (a)  and  (b)(1). 

■■(2)  Not  later  than  October  1  of  each 
year,  the  Director  shall  submit  to  Congress 
a  report  on  the  operation  of  this  section. 
Each  such  report  shall  include  the  findings 
of  the  Director  based  on  the  examination  of 
reports  for  the  preceding  calendar  year. 

■■(d)  This  section  does  not  apply  to  a  con- 
tract for  an  amount  less  than  $100,000. 

■■(e)  The  definition  set  forth  in  section 
2397b(f)  of  this  title  apply  to  this  section.'. 

(2)  The  table  of  sections  at  the  beginning 
of  chapter  141  of  title  10,  United  Slates 
Code,  is  amended  by  inserting  after  the  item 
relating  to  section  2397a  the  following  new 
items: 

"2397b.  Certain  former  Department  of  De- 
fense procurement  officials: 
limitations  on  employment  by 
contractors. 
"2397c.  Defense  contractors:  requirements 
concerning  former  Department 
of  Defense  officials. ". 

(b)  Repeal.— Effective  on  the  effective 
date  of  this  section,  section  921  of  the  De- 
fense Procurement  Improvement  Act  of 
1985  (title  IX  of  Public  Law  99-145:  10 
U.S.C.  2397a  note)  is  repealed. 

(c)  Effective  Dates.— 

(1)  In  general.— Subject  to  paragraphs  (1) 
and  (2),  this  section  and  the  amendments 
made  by  this  section  shall  take  effect  180 
days  after  the  date  of  the  enactment  of  this 
joint  resolution. 

(2)  Effective  date  for  regulatory  au- 
thority.—Subsection  (b)  of  section  2397b  of 
title  10,  United  States  Code,  as  added  by 
subsection  (a),  shall  take  effect  on  the  date 
of  the  enactment  of  this  joint  resolution. 
The  Secretary  of  Defense  shall  prescribe 
and  publish  in  the  Federal  Register  regula- 
tions under  that  subsection  not  later  than 
180  days  after  such  date. 

(3)  Effect  on  employment— (A)  The 
amendments  made  by  this  section— 

(i)  do  not  preclude  the  continuation  of 
employment  that  began  before  the  effective 
date  of  this  section  or  the  acceptance  of 
compensation  for  such  employment:  and 

(ii)  do  not,  except  as  provided  in  subpara- 
graph (B),  apply  to  a  person  whose  service 
in  the  Department  of  Defense  terminates 
before  the  effective  date  of  this  section. 


(B)  Subparagraph  (A)(ii)  does  not  pre- 
clude the  application  of  the  amendments 
made  by  this  section  to  a  person  with  re- 
spect to  ser\'ice  in  the  Department  of  De- 
fense by  such  person  on  or  after  the  effec- 
tive date  of  this  section. 

(4)  Effective  date  for  reporting  require- 
ment.—The  first  report  under  section 
2397c(c){2)  of  title  10,  United  States  Code, 
as  added  by  subsection  (a),  shall  be  submit- 
ted not  later  than  Octol)er  1.  1987. 

Sec.  118.  (a)  Limitation  on  Use  of  Funds 

FOR  UNDEFINITIZED  CONTRACTUAL  ACTIONS.— 

(1)  Limitation  on  use  of  funds.— (A)  On 
the  last  day  of  a  fiscal  quarter  during  a  cov- 
ered fiscal  year,  the  amount  of  funds  repre- 
sented by  undefinitized  contractual  actions 
(as  determined  under  paragraph  (3))  en- 
tered into  by  the  Secretary  of  Defense  ( with 
respect  to  the  Defense  Logistics  Agency)  or 
the  Secretary  of  a  military  department 
during  the  reporting  period  with  respect  to 
such  quarter  may  not  exceed  10  percent  of 
the  amount  of  funds  represented  by  all  con- 
tractual actions  entered  into  by  the  Secre- 
tary during  such  period. 

(B)  If  at  the  end  of  a  fiscal  quarter  during 
a  covered  fiscal  year  the  amount  of  funds 
represented  by  undefinitized  contractual  ac- 
tions under  the  jurisdiction  of  a  Secretary 
that  were  entered  into  during  the  reporting 
period  with  respect  to  such  quarter  exceeds 
the  limit  established  in  subparagraph  (A). 
the  Secretary  may  not  enter  into  any  addi- 
tional undefinitized  contractual  actions 
until  the  end  of  the  following  quarter. 

(2)  Quarterly  reports  to  defense  com- 
mittees.—(A)  During  each  covered  fiscal 
year,  the  Secretary  of  Defense  and  the  Sec- 
retaries of  the  military  departments  shall 
each  submit  to  the  defense  committees  a 
report  at  the  end  of  each  fiscal  year  quarter 
concerning— 

(i)  the  amount  of  funds  represented  by 
contractual  actions  under  the  jurisdiction  of 
the  Secretary  that  were  entered  into  during 
the  reporting  period  with  respect  to  the 
month  for  which  the  report  is  submitted: 
and 

(ii)  the  amount  of  such  funds  represented 
by  undefinitized  contractual  actions. 

(B)  A  report  required  by  subparagraph  (A) 
shall  be  submitted  not  later  than  the  end  of 
the  45-day  period  beginning  on  the  first  day 
following  the  fiscal  year  quarter  for  which 
the  report  is  submitted. 

(C)  The  first  reports  required  by  subpara- 
graph (A)  shall  be  with  respect  to  the  fiscal 
year  quarter  ending  on  December  31.  1986. 

(3)  Determination  of  amounts  of  con- 
tractual ACTIONS.— For  purposes  of  this  sec- 
tion, the  amount  of  funds  represented  by  a 
contractual  action  shall  be— 

(A)  the  contractual  price:  or 

(B)  in  the  case  of  an  undefinitized  con- 
tractual action,  the  negotiated  overall  ceil- 
ing price. 

(4)  Definitions.— For  purposes  of  this 
subsection: 

(A)  The  term  "covered  fiscal  year "  means 
fiscal  year  1987  or  1988. 

(B)  The  term  "defense  committees"  means 
the  Committees  on  Armed  Services  and  on 
Appropriations  of  the  Senate  and  House  of 
Representatives. 

(C)  The  term  "reporting  period"  means, 
with  respect  to  any  month  of  a  covered 
fiscal  year,  the  period  beginning  on  the  first 
day  of  such  fiscal  year  and  ending  on  the 
last  day  of  such  month. 

(D)  The  term  ■Secretary  concerned" 
means— 
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(i)  the  Secretary  of  Defense,  with  respect 
to  matters  concerning  the  E>efense  Logistics 
Agency:  and 

(II)  the  Secretary  of  a  military  depart- 
ment, with  respect  to  matters  concerning 
that  military  department. 

(E)  The  term  "undefinitized  contractual 
action"  has  the  meaning  given  such  term  in 
section  232S(g)  of  title  10.  United  States 
Code  (as  added  by  section  3(a)(1)). 

(b)  Requirements  With  Respect  to  Unde- 
finitized Contractual  Actions.— ( 1 )( A ) 
Chapter  137  of  title  10.  United  States  Code, 
is  amended  by  adding  at  the  end  the  follow- 
ing new  section: 

"§  2325.  Undefinitized  contractual  actions:  restric- 
tions 

"(a)  In  General.— The  head  of  an  agency 
may  not  enter  into  an  undefinitized  contrac- 
tual action  unless— 

"(1)  the  request  to  the  head  of  the  agency 
for  authorization  of  the  contractual  action 
includes  a  description  of  the  anticipated 
effect  on  requirements  of  the  military  de- 
partment if  a  delay  is  incurred  for  purposes 
of  determining  contractual  terms,  specifica- 
tions, and  price  before  performance  is  begun 
under  the  contractual  action;  and 

"(2)  the  contractual  action  provides  for 
determination  of  contractual  terms,  specifi- 
cations, and  price  by  the  earlier  of— 

"(A)  the  end  of  the  180-day  period  begin- 
ning on  the  date  that  the  contractual  action 
is  initiated:  or 

"(B)  the  date  on  which  the  amount  of 
funds  obligated  or  expended  under  the  con- 
tract is  equal  to  50  percent  of  the  amount  of 
the  negotiated  overall  ceiling  price. 

"(b)  Limitation  on  Obligation  of 
Funds.— (1)  Except  as  provided  in  para- 
graph (2).  the  contracting  officer  for  an  un- 
definitized contractual  action  may  not 
expend  with  respect  to  such  contractual 
action  an  amount  that  is  equal  to  more  than 
50  percent  of  the  negotiated  overall  ceiling 
price  until  the  contractual  terms,  specifica- 
tions, and  price  are  definitized  for  such  con- 
tractual action. 

"(2)  If  a  contractor  submits  a  proposal  to 
definitize  an  undefinitized  contractual 
action  before  an  amount  equal  to  more  than 
50  percent  of  the  negotiated  overall  ceiling 
price  is  expended  on  such  action,  the  con- 
tracting officer  for  such  action  may  not 
expend  with  respect  to  such  contractual 
action  an  amount  that  is  equal  to  more  than 
75  percent  of  the  negotiated  overall  ceiling 
price  until  the  contractual  terms,  specifica- 
tions, and  price  are  definitized  for  such  con- 
tractual action. 

•(c)  Inclusion  of  Non-Urgent  Require- 
ments.—Requirements  for  spare  parts  and 
support  equipment  that  are  not  needed  on 
an  urgent  basis  may  not  be  included  in  an 
undefinitized  contractual  action  for  spare 
parts  and  support  equipment  that  are 
needed  on  an  urgent  basis  unless  the  head 
of  the  agency  approves  such  inclusion  as 
being— 

"(1)  good  business  practice;  and 

"(2)  in  the  best  interests  of  the  United 
States. 

"(d)  Modification  of  Scope.— The  scope 
of  an  undefinitized  contractual  action  under 
which  performance  has  begun  may  not  be 
modified  unless  the  head  of  the  agency  ap- 
proves such  modification  as  being— 

"(1)  good  business  practice;  and 

"(2)  in  the  best  interests  of  the  United 
States. 

"(e)  Allowable  Profit.— The  head  of  an 
agency  shall  ensure  that  the  profit  allowed 
on  an  undefinitized  contractual  action  for 
which  the  final  price  is  negotiated  after  a 


substantial  portion  of  the  performance  re- 
quired is  completed  reflects— 

"(1)  the  reduced  cost  risk  of  the  contrac- 
tor with  respect  to  costs  incurred  during 
performance  of  the  contract  before  the  final 
price  is  negotiated;  and 

"(2)  the  reduced  cost  risk  of  the  contrac- 
tor with  respect  to  costs  incurred  during 
performance  of  the  remaining  portion  of 
the  contract. 

"(f)  Applicability.— This  section  does  not 
apply  to  the  Coast  Guard  or  the  National 
Aeronautics  and  Space  Administration. 

"(g)  Definition.— In  this  section,  the  term 
'undefinitized  contractual  action'  means  a 
new  procurement  action  entered  into  by  the 
head  of  an  agency  for  which  the  contractual 
terms,  specifications,  or  price  are  not  agreed 
upon  before  performance  is  begun  under 
the  action.". 

(B)  The  table  of  sections  at  the  beginning 
of  such  chapter  is  amended  by  adding  at  the 
end  the  following  new  item; 

"2325.  Undefinitized  contractual  actions:  re- 
strictions.". 

(2)  Section  2325  of  title  10.  United  States 
Code  (as  added  by  subsection  (a)(1)),  applies 
to  undefinitized  contractual  actions  that  are 
entered  into  after  the  end  of  the  30-day 
period  beginning  on  the  date  of  the  enact- 
ment of  this  joint  resolution. 

Sec.  119.  (a)  Defense  Acquisition 
Corps.— Part  II  of  subtitle  A  of  title  10, 
United  States  Code,  is  amended  by  inserting 
after  chapter  83  the  following  new  chapter: 
"CHAPTER  81— DEKENSE  ACQIISITION 
CORPS 
"Sec. 

"1611.  Establishment. 
"1612.  Appointments. 
'SI611.  Establishment 

"(a)  Establishment.— There  is  in  the  De- 
partment of  Defense  a  Defense  Acquisition 
Corps  consisting  of  acquisition-related  posi- 
tions in  the  Office  of  the  Secretary  of  De- 
fense, the  military  departments,  and  the 
Defense  Agencies  specified  in  regulations 
prescribed  by  the  Secretary  of  Defense.  The 
head  of  the  Defense  Acquisition  Corps  is 
the  Under  Secretary  of  Defense  for  Acquisi- 
tion. 

"(b)  Number.— The  number  of  Defense  Ac- 
quisition Corps  positions  in  a  military  de- 
partment shall  be  determined  by  the  Secre- 
tary of  Defense. 
"S  1612.  Appointments 

"The  Secretary  of  Defense  shall  make  ap- 
pointments to  the  Defense  Acquisition 
Corps  from  the  best-qualified  military  per- 
sonnel. The  qualifications  of  such  personnel 
shall  be  established  based  on  levels  of  edu- 
cation, experience,  and  training  and  per- 
formance on  examinations.". 

(b)  Compensation  and  Personnel  Manage- 
ment Initiative.— 

(1)  In  General.— The  Secretary  of  De- 
fense shall  develop  a  plan  for  a  compensa- 
tion and  personnel  management  initiative  to 
enhance  the  professionalism  of  military  per- 
sonnel in  the  Defense  Acquisition  Corps. 

(2)  Report.— The  Secretary  shall  submit 
to  Congress  a  report  describing  the  plan  de- 
veloped as  required  by  paragraph  (1)  not 
later  than  April  15,  1987. 

(c)  Clerical  Amendment.— The  tables  of 
chapters  at  the  beginning  of  subtitle  A  of 
such  title  and  at  the  beginning  of  part  II  of 
such  subtitle  are  each  amended  by  inserting 
after  the  item  relating  to  chapter  83  the  fol- 
lowing new  item: 

"H4.  Defense  Acquisition  Corps 1611". 


Sec.  120.  For  the  purposes  of  this  joint 
resolution,  section  9094  on  page  80  of  H.R. 
5438,  the  Department  of  Defense  Appro- 
priations Act,  1987,  as  reported  to  the  House 
of  Representatives  on  August  14,  1986,  shall 
be  deemed  to  read  as  follows: 

"None  of  the  funds  appropriated  or  made 
available  by  this  Act  shall  be  available  to 
overhaul  the  SSBN  642  or  SSBN  624,  unless 
a  request  to  reprogram  funds  for  the  over- 
haul of  SSBN  642  and  SSBN  624  is  submit- 
ted to  and  approved  by  the  Committees  on 
Appropriations  of  the  Senate  and  House  of 
Representatives." 

transfer  op  funds 

Sec  121.  Of  the  funds  made  available  in 
H.R.  5438.  the  Department  of  Defense  Ap- 
propriations Act,  1987,  as  reported  to  the 
House  of  Representatives  on  August  14, 
1986,  $1,500,000  for  "Operation  and  mainte- 
nance, defense  agencies"  shall  be  trans- 
ferred to  the  Departmejit  of  Commerce, 
International  Trade  Administration,  "Oper- 
ations and  administration",  for  export  ad- 
ministration activities. 

Sec.  122.  (a)  The  Secretary  of  Defense 
shall  conduct  through  the  Civilian  Health 
and  Medical  Program  of  the  Uniformed 
Services  (CHAMPUS)  a  demonstration 
project  on  the  treatment  of  alcoholism  de- 
signed to  compare  the  use  of  chemical  aver- 
sion therapy  with  the  use  of  other  treat- 
ments. The  Secretary  shall  submit  to  the 
Committees  on  Appropriations  and  Armed 
Services  of  the  Senate  and  House  of  Repre- 
sentatives a  report  describing  the  proposed 
conduct  of  the  demonstration  project  not 
later  than  November  1,  1986.  The  Secretary 
shall  implement  the  demonstration  project 
not  later  than  February  1,  1987.  At  the  con- 
clusion of  the  demonstration  project,  the 
Secretary  shall  submit  to  such  committees  a 
report  on  the  results  of  the  project. 

(b)  Until  the  report  required  by  subsection 
(a)  on  the  results  of  the  demonstration 
project  is  submitted,  the  Secretary  of  De- 
fense shall  ensure  that  coverage  of  benefici- 
aries under  section  1079(a)  or  1086(a)  of 
title  10,  United  States  Code,  shall  provide 
for  chemical  aversion  treatment  of  benefici- 
aries for  alcoholism  to  the  same  extent  as 
for  any  other  treatment  of  beneficiaries  re- 
lating to  alcoholism. 

Sec  123.  In  addition  to  the  funds  appro- 
priated or  made  available  in  the  Depart- 
ment of  Defense  Appropriations  Act.  1987 
(H.R.  5438).  as  reported  to  the  House  of 
Representatives  on  August  14,  1986,  the  fol- 
lowing additional  amounts  are  appropriated: 
$37,200,000  for  "Procurement  of  Ammuni- 
tion, Army"  and  $10,000,000  for  "Other  Pro- 
curement, Navy",  to  be  offset  by  corre- 
sponding general  reductions  in  the  named 
appropriations. 

Sec  124.  (a)  Governor  Consent  for 
Active  Duty  of  National  Guard  Mem- 
bers.—Section  501  of  title  32,  United  States 
Code,  is  amended  by  adding  at  the  end  the 
following  new  subsection: 

"(c)  With  regard  to  active  duty  outside  the 
United  States,  its  territories,  and  its  posses- 
sions, the  consent  of  the  Governor  described 
in  sections  672(b)  and  672(d)  of  title  10  may 
not  be  withheld  in  whole  or  in  part  because 
of  any  objection  to  the  location,  purpose, 
type,  or  schedule  of  such  active  duty.". 

(b)  Conforming  Amendment.— Section  672 
of  title  10.  United  States  Code,  is  amended— 

(1)  by  inserting  "except  as  provided  by 
section  501(c)  of  title  32"  after  "as  the  case 
may  be"  in  subsection  (b);  and 
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(2)  by  inserting  "except  as  provided  by 
section  501(c)  of  title  32"  after  "whichever 
is  concerned"  in  subsection  (d). 

Sec.  125.  None  of  the  funds  provided  in 
this  Act,  or  any  other  Act,  may  be  used  by 
the  Corps  of  Engineers  to  lease,  contract  or 
otherwise  transfer  to  a  non-goverrunent 
entity  any  parks  or  recreation  resources,  or 
the  management  or  operation  thereof,  lo- 
cated at  Greers  Perry  Lake  or  Little  Red 
River  in  the  State  of  Arkansas,  for  which 
such  arrangements  did  not  exist  on  or 
before  September  1,  1986.  until  the  Corps 
has  studied  the  economic,  environmental 
and  public  use  impact  of  leasing  to  private 
enterprise  the  parks  and  other  recreation 
resources  at  lakes,  reservoirs  and  reaches  of 
river  under  its  jurisdiction  and  such  study 
has-been  reviewed  by  the  Committees  on 
Appropriations  of  the  House  of  Representa- 
tives and  the  Senate,  the  Committee  on 
Public  Works  and  Transportation  of  the 
House  of  Representatives  and  the  Commit- 
tee on  Environment  and  Public  Works  in 
the  Senate. 

Sec.  126.  None  of  the  funds  made  available 
by  this  Act  or  any  other  Act  for  any  fiscal 
year  may  be  used  hereafter  to  study,  to 
plan,  to  implement,  to  construct,  or  to  issue 
any  permit  for  the  Northfield  Mountain 
Water  Supply  Project,  Massachusetts  or  the 
Millers  and  Tully  Rivers  Water  Supply 
Project,  Massachusetts:  Provided,  That  this 
section  shall  not  apply  to  environmental 
studies  undertaken  by  the  United  States 
Fish  and  Wildlife  Service. 

Sec  127.  Within  available  funds,  the  Sec- 
retary of  the  Army  acting  through  the 
Chief  of  EIngineers  is  authorized  and  direct- 
ed to  modify  the  Black  Warrior  and  Tom- 
bigbee  Rivers,  Alabama,  project,  to  provide 
a  safe  channel  and  general  navigation  facili- 
ties in  the  vicinity  of  Jackson,  Alabama,  at 
an  estimated  cost  of  $8,200,000.  Necessary 
training  works  to  provide  a  safe  channel 
shall  be  constructed  at  full  Federal  expense 
as  part  of  the  Operation  and  Maintenance, 
General  program.  Development  of  general 
navigation  facilities  to  provide  a  spur  canal 
for  a  port  facility  at  Jaclcson,  at  an  estimat- 
ed cost  of  $2,300,000,  shall  be  part  of  the 
Construction,  General  program  and  shall  be 
cost  shared  under  terms  and  conditions  ac- 
ceptable to  the  Secretary  of  the  Army  as  set 
forth  in  a  binding  agreement  with  a  non- 
Federal  sponsor  desiring  to  participate  in 
project  construction. 

Sec.  128.  Section  8  of  the  Act  of  June  3, 
1960  (74  Stat.  156;  Public  Law  86-488),  is 
amended  by  inserting  "(a)"  after  "Sec.  8." 
and  by  inserting  at  the  end  thereof  the  fol- 
lowing new  subsection: 

"(b)  Notwithstanding  any  other  provision 
of  law,  none  of  the  costs  associated  with,  or 
resulting  from,  the  following  which  have 
been  or  will  be  incurred  shall  be  recovered 
by  the  Secretary,  directly  or  indirectly,  from 
power  contractors  of  the  Central  Valley 
project: 

"(1)  the  construction  of  such  distribution 
systems  and  drains  as  are  not  constructed 
by  local  interests; 

"(2)  the  construction  of  the  San  Luis  in- 
terceptor drain;  or 

"(3)  the  construction  or  acquisition  of  any 
facilities  by  the  United  States  or  the  West- 
lands  Water  District  as  partial  or  full  alter- 
natives to  the  San  Luis  interceptor  drain.". 

Sec  129.  From  within  the  amounts  made 
available  in  section  101(e)  for  Atomic 
Energy  Defense  Activities,  not  less  than 
$664,600,000  shall  be  made  available  for  de- 
fense waste  and  byproducts  management. 

Sec  130.  Notwithstanding  the  provisions 
of  H.R.  5339,  the  United  States  Governor  of 


the  Inter-American  Development  Bank  may 
subscribe  without  fiscal  year  limitation  to 
the  callable  capital  portion  of  the  United 
States  share  of  such  increase  in  capital 
stock  in  an  amount  not  to  exceed 
$1,111,561,128. 

Sec  131.  Of  the  amount  made  available  in 
section  101(g)  for  "DEPARTMENT  OF 
HOUSING  AND  URBAN  DEVELOP- 
MENT—MANAGEMENT AND  Administration- 
salaries  AND  expenses".  $225,000  shall  be 
available  only  for  expenses  of  the  Depart- 
ment of  Housing  and  Urban  Development  in 
operating  a  field  office  of  the  Department 
in  Springfield,  in  the  State  of  Illinois.  The 
Secretary  of  Housing  and  Urban  Develop- 
ment shall  reopen  such  field  office  upon  the 
enactment  of  this  joint  resolution  and  may 
not  terminate  operations  at  such  office 
before  September  30,  1987. 

Sec  132.  The  Interagency  Committee  on 
Cigarette  and  Little  Cigar  Fire  Safety,  es- 
tablished pursuant  to  Public  Law  98-567, 
shall  have  an  additional  six  months  to  com- 
plete its  final  technical  report  and  submit 
policy  recommendations  to  the  Congress. 

Sec  133.  National  Park  Service,  "Con- 
struction", $5,000,000,  in  addition  to  funds 
made  available  by  any  other  provision  of 
this  joint  resolution  and  notwithstanding 
section  102  of  this  joint  resolution,  to  re- 
store the  Roundhouse  at  Steamtown  U.S.A. 
in  Scranton.  Pennsylvania,  to  remain  avail- 
able until  expended. 

Sec  134.  The  funds  appropriated  for  fiscal 
year  1987  under  this  or  any  other  Act  lo 
carry  out  part  A  of  title  IV  of  Public  Law 
92-318  (Indian  Education  Act)  shall  be  dis- 
tributed under  the  same  proof  of  eligibility 
requirements  as  applied  in  fiscal  year  1986. 

Sec  135.  Smithsonian  Institution.  "Sala- 
ries and  Expenses",  $1,000,000,  in  addition 
to  funds  made  available  by  any  other  provi- 
sion of  this  joint  resolution,  for  the  acquisi- 
tion, curation,  care,  maintenance,  reproduc- 
tion and  dissemination,  through  publication 
and  recording,  of  the  Duke  Ellington  Collec- 
tion. 

Sec  136.  (a)  Any  individual  who— 

(1)  on  the  day  before  the  date  on  which 
food  services  operations  for  the  House  of 
Representatives  are  transferred  by  contract 
to  a  corporation  or  other  person— 

(A)  is  a  congressional  employee  (as  de- 
fined in  section  2107  of  title  5.  United  Stales 
Code),  other  than  an  employee  of  the  Archi- 
tect of  the  Capitol,  engaged  in  providing 
such  food  services  under  the  administrative 
control  of  the  Architect  of  the  Capitol;  and 

(B)  is  subject  to  subchapter  III  of  chapter 

83  of  title  5,  United  States  Code,  or  chapter 

84  of  such  title; 

(2)  as  a  result  of  such  contract,  ceases  to 
be  an  employee  described  in  paragraph  (1); 
and 

(3)  becomes  employed  to  provide  such 
food  services  under  contract,  including  a 
successor  contract; 

may,  for  purposes  of  the  provisions  of  law 
specified  in  subsection  (b),  elect  to  be  treat- 
ed, for  so  long  as  such  individual  continues 
to  be  employed  (without  a  break  in  service) 
as  described  in  paragraph  (3).  as  if  such  in- 
dividual had  not  ceased  to  be  an  employee 
described  in  paragraph  (1).  Such  election 
shall  be  made  on  or  before  the  day  referred 
to  in  paragraph  (1)  and  shall  be  available 
only  to  an  individual  whose  transition  from 
the  employment  described  in  paragraph  (1) 
to  the  employment  described  in  paragraph 
(3)  takes  place  without  a  break  in  service. 

(b)  The  provisions  of  law  referred  to  in 
subsection  (a)  are— 


(1)  subchapter  III  of  chapter  83  of  title  5. 
United  States  Code  (including  section 
8339(m)  of  such  title  (which  shall  be  ap- 
plied, when  an  employee  retires  on  an  im- 
mediate annuity  or  dies,  as  if  the  employ- 
ment at  the  time  of  retirement  or  death 
were  under  a  formal  leave  system),  with  re- 
spect to  unused  sick  leave  to  the  credit  of  an 
employee  on  the  day  referred  to  in  subsec- 
tion (a)(1)); 

(2)  chapter  84  of  title  5.  United  States 
Code;  and 

(3)  title  III  of  the  Federal  Employees'  Re- 
tirement System  Act  of  1986. 

(c)(1)  At  the  earliest  practicable  opportu- 
nity, the  Director  of  the  Office  of  Personnel 
Management  shall,  in  consultation  with  the 
Architect  of  the  Capitol,  prescribe  regula- 
tions to  carry  out  this  section  with  respect 
to  matters  within  the  jurisdiction  of  the 
Office,  including  regulations  under  which— 

(A)  an  individual  who  makes  an  election 
under  subsection  (a)  shall  pay  into  the  Civil 
Service  Retirement  and  Disability  Fund  any 
employee  contributions  which  would  be  re- 
quired if  such  individual  were  a  Congres- 
sional employee;  and 

(B)  the  employer  furnishing  food  services 
under  a  contract  referred  to  in  subsection 
(a)  shall  pay  into  the  Civil  Service  Retire- 
ment and  Disability  Fund  amounts  equal  to 
any  agency  contributions  which  would  be 
required  if  the  individual  were  a  Congres- 
sional employee. 

(2)  At  the  earliest  practicable  opijortunity, 
the  Executive  Director  of  the  Federal  Re- 
tirement Thrift  Investment  Board  shall,  in 
consultation  with  the  Architect  of  the  Cap- 
itol, prescribe  regulations  to  carry  out  this 
section  with  respect  to  matters  within  the 
jurisdiction  of  the  Board. 

Sec  137.  (a)  The  Secretary  of  the  Air 
Force  may  use  not  more  than  $600,000 
(from  funds  descriljed  in  subsection  (b))  to 
provide  assistance,  by  grant  or  otherwise,  to 
the  Douglas  School  District  in  Box  Elder, 
South  Dakota,  near  Ellsworth  Air  Force 
Base.  South  Dakota,  for  purposes  of  miti- 
gating any  adverse  impact  on  the  schools  in 
such  district  determined  by  the  Secretary  to 
result  from  deployment  of  the  B-1  bomber 
or  establishment  of  the  strategic  training 
center  at  such  base. 

(b)  Assistance  under  subsection  (a)  shall 
be  provided  from  funds  appropriated  to  the 
Air  Force  for  fiscal  year  1987  for  military 
construction  projects  at  Ellsworth  Air  Force 
Base,  South  Dakota,  or  from  prior-year 
funds  available  for  military  construction 
projects  at  such  base  that  are  no  longer  re- 
quired for  the  project  for  which  originally 
made  available. 

Sec  138.  None  of  the  equipment,  boats,  or 
personnel  of  the  Coast  Guard  may  be  used 
after  the  date  of  the  enactment  of  this  Act 
for  purposes  of  extending  the  navigation 
season  on  any  of  the  Great  Lakes  or  the 
Saint  Lawrence  River  beyond  January  15  of 
any  year  or  conducting  demonstration 
projects  for  the  extension  of  the  navigation 
season,  unless  such  extension  is  necessary 
because  of  emergency  navigational  or  other 
emergency  circumstances:  Provided,  That 
nothing  in  this  section  shall  preclude  the 
Coast  Guard  from  performing  routine 
search  and  rescue  operations. 

Sec  139.  Within  30  days  of  enactment,  the 
Federal  Aviation  Administration  shall  initi- 
ate rulemaking  action  to  consider  the  ques- 
tion of  requiring  the  installation  and  car- 
riage of  operating  transponders  with  auto- 
matic altitude  reporting  capability  for  all 
aircraft  operating  in  terminal  airspace 
where  the  Federal  Aviation  Administration 
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provides  radar  service,  and  in  all  controlled 
airspace  above  a  minimum  altitude  to  be  de- 
termined by  the  Federal  Aviation  Adminis- 
tration. This  regulation  shall  be  effective  on 
the  earliest  feasible  date. 

Six:.  140.  The  Secretary  of  Transportation 
shall  approve  the  construction  of  the  Inter- 
state Highway  H-3  between  the  Halawa 
Interchange  to.  and  including,  the  Halekou 
Interchange  (a  distance  of  approximately 
10.7  miles),  and  such  construction  shall  pro- 
ceed to  completion  notwithstanding  section 
138  of  title  23  and  section  303  of  title  49. 
United  States  Code. 

Sec.  141.  Section  11321(b)  of  title  49. 
United  States  Code  is  amended  by  striking 
out  in  the  first  sentence  "that  is  not  operat- 
ed through  the  Panama  Canal  and". 

Sec.  142.  The  Administrator  of  the  Gener- 
al Services  Administration,  under  section 
210(h)  of  the  Federal  Property  and  Admin- 
istrative Services  Act  of  1949,  as  amended, 
shall  acquire,  by  means  of  a  lease  of  up  to 
30  years  duration,  space  for  the  United 
States  Courts  in  Tacoma.  Washington  at 
the  site  of  Union  Station.  Tacoma.  Wash- 
ington. 

Sec.  143.  None  of  the  funds  appropriated 
by  this  Act  or  any  other  Act  shall  be  used 
for  the  processing  of  any  application  for  a 
certificate  of  label  approval  for  imported 
distilled  spirits,  malt  beverages,  or  wine 
under  section  205(e)  of  the  Federal  Alcohol 
Administration  Act.  unless  each  application 
is  accompanied  by  appropriate  documenta- 
tion. 

Sec  144.  (a)  Civilian  Pay  Raise.— (1)  Not- 
withstanding any  other  provision  of  law.  in 
the  case  of  fiscal  year  1987.  the  overall  per- 
centage of  the  adjustment  under  section 
5305  of  title  5.  United  States  Code,  in  the 
rates  of  pay  under  the  General  Schedule, 
and  in  the  rates  of  pay  under  the  other  stat- 
utory pay  systems,  shall  be  an  increase  of  3 
percent. 

(2)  Each  increase  in  a  pay  rate  or  schedule 
which  takes  effect  pursuant  to  paragraph 
(1)  shall,  to  the  maximum  extent  practica- 
ble, be  of  the  same  percentage,  and  shall 
take  effect  as  of  the  first  day  of  the  first  ap- 
plicable pay  period  commencing  on  or  after 
January  1.  1987. 

(3)(A)  Notwithstanding  any  other  provi- 
sion of  law.  determinations  relating  to 
amounts  to  l)e  appropriated  in  order  to  pro- 
vide for  the  adjustment  described  in  para- 
graph (1)  shall  be  made  based  on  the  as- 
sumption that  the  various  departments  and 
agencies  of  the  Government  will,  in  the  ag- 
gregate, absorb  50  percent  of  the  increase  in 
total  pay  for  fiscal  year  1987. 

(B)  Subparagraph  (A)  does  not  apply  with 
respect  to  the  Department  of  Defense  or 
pay  for  employees  of  the  Department  of  De- 
fense. 
(4)  For  purpKjses  of  this  subsection— 

(A)  the  term  "total  pay"  means,  with  re- 
spect to  a  fiscal  year,  the  total  amount  of 
basic  pay  which  will  be  payable  to  employ- 
ees covered  by  the  statutory  pay  systems  for 
service  performed  during  such  fiscal  year; 

(B)  the  term  "increase  in  total  pay" 
means,  with  respect  to  a  fiscal  year,  that 
part  of  total  pay  for  such  year  which  is  at- 
tributable to  the  adjustment  taking  effect 
under  this  section  during  such  year:  and 

(C)  the  term  "statutory  pay  system"  has 
the  meaning  given  such  term  by  section 
5301(c)  of  title  5.  United  States  Code. 

(b)  Military  Pay  Raise.— (1)  Any  adjust- 
ment required  by  section  1009  of  title  37. 
United  States  Code,  in  elements  of  the  com- 
pensation of  members  of  the  uniformed 
services  to  become  effective  during  fiscal 
year  1987  shall  not  t)e  made. 


(2)  The  rates  of  basic  pay.  basic  allowance 
for  subsistence,  and  basic  allowance  for 
quarters  of  members  of  the  uniformed  serv- 
ices are  increased  by  3  percent  effective  on 
January  1.  1987. 

TITLE  II 

OMNIBUS  DRUG  SUPPLEMENTAL 

APPROPRIATIONS  ACT  OF  1987 

CHAPTER  I 

DEPARTMENT  OF  JUSTICE 

Legal  Activities 

SALARIES  and  expenses.  UNITED  STATES 
ATTORNEYS 

For  an  additional  amount  for  "Salaries 
and  Expenses.  United  States  Attorneys". 
$31,000,000. 

SALARIES  AND  EXPENSES.  UNITED  STATES 
MARSHALS  SERVICE 

For  an  additional  amount  for  "Salaries 
and  Expenses.  United  States  Marshals  Serv- 
ice". $15,000,000. 

SUPPORT  OF  UNITED  STATES  PRISONERS 

For  an  additional  amount  for  "Support  of 
United  States  Prisoners",  $5,000,000  of 
which  $3,000,000,  to  be  available  until  ex- 
pended, is  for  the  Cooperative  Agreement 
Program. 

Drug  Enforcement  Administration 

SALARIES  and  EXPENSES 

For  an  additional  amount   for  "Salaries 
and     Expenses",     $114,000,000.     of     which 
$54,000,000  shall  be  available  for  coopera- 
tive interdiction  operations  in  the  Bahamas. 
Federal  Prison  System 


SALARIES  AND  EXPENSES 

For  an  additional  amount  for  "Salaries 
and  Expenses",  $7,000,000. 

BUILDINGS  AND  FACILITIES 

For  an  additional  amount  for  "Buildings 
and  Facilities",  $140,000,000.  to  remain 
available  until  expended. 

Office  of  Justice  Programs 

JUSTICE  assistance 

For  an  additional  amount  for  "Justice  As- 
sistance", $660,000,000,  to  remain  available 
until  expended,  for  grants  for  drug  law  en- 
forcement programs  authorized  by  title  I  of 
the    Omnibus    Crime    Control    and    Safe 
Streets  Act  of  1968.  as  amended  as  passed 
the  House  on  September  11.  1986. 
THE  JUDICIARY 
Courts  of  Appeals,  District  Courts,  and 
Other  Judicial  Services 
salaries  and  expenses 
For  an  additional   amount   for  "Salaries 
and  Expenses".  $4,500,000.  to  carry  out  the 
provisions  of  the  Drug  and  Alcohol  Dependi 
ent   Offenders  Treatment   Act   of   1986   as 
passed  the  House  on  September  11,  1986. 
RELATED  AGENCY 
United  States  Information  Agency 
salaries  and  expenses 
For  an   additional  amount   for  "Salaries 
and  Expenses",  $2,000,000,  to  be  available 
only  for  drug  education  programs  abroad 
authorized  in  H.R.  5484  as  passed  the  House 
on  September  11,  1986. 

CHAPTER  II 

Foreign  Assistance 

BILATERAL  ECONOMIC  ASSISTANCE 

funds  appropriated  to  the  president 
agency  for  international  development 
Education  and  human  resources  develop- 
ment. Development  Assistance: 

For  an  additional  amount  to  carry  out 
chapter  1  of  part  I  of  the  Foreign  Assistance 


Act  of  1961.  $3,000,000:  Provided,  That 
these  funds  shall  be  used  pursuant  to  sec- 
tion 126(b)(2)  of  the  Foreign  Assistance  Act 
of  1961  for  additional  activities  aimed  at  in- 
creasing awareness  of  the  effects  of  produc- 
tion and  trafficking  of  illicit  narcotics  on 
source  and  transit  countries:  Provided  fur- 
ther. That  funds  made  available  by  this 
paragraph  shall  be  available  through  the 
regular  notification  procedures  of  the  Com- 
mittees on  Appropriations. 

Department  op  State 
international  narcotics  control 
For  an  additional  amount  to  carry  out  the 
provisions  of  section  481  of  the  Foreign  As- 
sistance Act  of  1961.  $35,000,000:  Provided, 
That  funds  may  be  available  for  this  pur- 
pose only  if  the  President  has  submitted  to 
the  Congress:  (Da  budget  request  for  the 
funds.  (2)  a  plan  showing  how  the  requested 
funds  will  be  used,  including  a  description  of 
how  regional  cooperation  on  narcotics  con- 
trol matters  would  be  promoted  by  the  use 
of  the  funds:  Provided  further.  That  funds 
made  available  by  this  paragraph  shall  be 
available  through  the  regular  notification 
procedures  of  the  Committees  on  Appro- 
priations. 

CHAPTER  III 
DEPARTMENT  OF  THE  INTERIOR 

National  Park  Service 
operation  of  the  national  park  system 
For  an  additional  amount  for  "Operation 
of  the  National  Park  System".  $1,000,000. 

Bureau  of  Indian  Affairs 
operation  of  indian  programs 
For  an  additional  amount  for  "Operation 
of  Indian  programs".  $19,860,000.  of  which 
the  funds  made  available  to  tribes  and  tribal 
organizations  through  contracts  authorized 
by  the  Indian  Self-Determination  and  Edu- 
cation Assistance  Act  of  1975  (88  Stat.  2203; 
25  U.S.C.  450  et  seq.)  shall  remain  available 
until  September  30.  1988. 

CONSTRUCTION 

For  an  additional  amount  for  "Construc- 
tion". $34,000,000.  to  remain  available  until 
expended. 

TERRITORIAL  AND  INTERNATIONAL  AFFAIRS 
ADMINISTRATION  OF  TERRITORIES 

For  an  additional  amount  for  "Adminis- 
tration of  territories".  $4,000,000.  to  remain 
available  until  expended. 

DEPARTMENT  OF  HEALTH  AND 
HUMAN  SERVICES 

Health  Resources  and  Services 
Administration 

INDIAN  health  SERVICES 

For  an  additional  amount  for  "Indian 
health  services".  $37,500,000:  Provided, 
That  funds  made  available  to  tribes  and 
tribal  organizations  through  grants  and  con- 
tracts authorized  by  the  Indian  Self-Deter- 
mination and  Education  Assistance  Act  of 
1975  (88  Stat.  2203;  25  U.S.C.  450  et  seq.) 
shall  remain  available  until  September  30. 
1988. 

INDIAN  health  facilities 

For  an  additional  amount  for  "Indian 
health  facilities".  $4,000,000,  to  remain 
available  until  expended. 
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CHAPTER  IV 

DEPARTMENT  OP  HEALTH  AND 

HUMAN  SERVICES 

Alcohol,  Drug  Abuse,  and  Mental  Health 

Administration 

emergency  substance  abuse  treatment  and 

prevention 

For  carrying  out  drug  abuse  prevention 

and  treatment  activities  authorized  by  title 

XIX  of  the  Public  Health  Service  Act  as 

amended  by  title  IX  of  the  Omnibus  Drug 

Enforcement,  Education,  and;  Control  Act  of 

1986  (H.R.  5484),  as  passed  the  House  of 

Representatives    on    September    11,    1986, 

$280,000,000. 

ALCOHOL,  DRUG  ABUSE  AND  MENTAL  HEALTH 

For  an  additional  amount  for  carrying  out 
the  study  on  the  coverage  of  drug  abuse 
treatment  and  rehabilitation  services  au- 
thorized by  title  IX  of  the  Omnibus  Drug 
Enforcement,  Education,  and  Control  Act  of 
1986  (H.R.  5484),  as  passed  the  House  of 
Representatives  on  September  11,  1986, 
$1,000,000. 

RELATED  AGENCIES 
Advisory  Commission  on  the  Comprehen- 
sive Education  of  Intercollegiate  Ath- 
letes 

salaries  and  expenses 
For  expenses  necessary  to  carry  out  title 
IX  of  the  Omnibus  Drug  Enforcement,  Edu- 
cation, and  Control  Act  of  1986  (H.R.  5484). 
as  passed  the  House  of  Representatives  on 
September  11,  1986,  with  respect  to  the  Ad- 
visory Commission  on  the  Comprehensive 
Education  of  Intercollegiate  Athletes, 
$650,000. 

Department  of  Education 
drug  abuse  education  and  prevention 
For  carrying  out  the  Drug  Abuse  Educa- 
tion and  Prevention  Act  of  1986.  as  author- 
ized by  title  VIII  of  the  Omnibus  Drug  En- 
forcement, Education,  and  Control  Act  of 
1986  (H.R.  5484),  as  passed  the  House  of 
Representatives  on  September  11,  1986, 
$350,000,000  to  remain  available  until  Sep- 
tember 30,  1988. 

CHAPTER  V 

DEPARTMENT  OF  TRANSPORTATION 

Coast  Guard 

OPERATING  expenses 

For  an  additional  amount  for  "Operating 
expenses",  $59,000,000. 

acquisition,  CONSTRUCTION,  AND 
IMPROVEMENTS 

For  an  additional  amount  for  "Acquisi- 
tion, construction,  and  improvements', 
$59,000,000.  to  remain  available  until  Sep- 
tember 30,  1991. 

RESERVE  TRAINING 

For  an  additional  amount  for  "Reserve 
training",  $9,000,000. 

CHAPTER  VI 

TREASURY  DEPARTMENT 

U.S.  Customs  Service 

SALARIES  AND  EXPENSES 

For  an  additional  amount  for  "Salaries 
and  expenses".  $52,431,000. 

Operation  and  Maintenance,  Air 
Interdiction  Program 
For  an  additional  amount  for  "Operation 
and    Maintenance,    Air    Interdiction    Pro- 
gram", $147,000,000. 

Customs  Forfeiture  Fund 
For  an  additional  amount  for  the  "Cus- 
toms Forfeiture  Fund",  $12,000,000.  to  be 
derived  from  deposits  in  the  Fund. 


Payment  to  the  Government  of  Puerto 
Rico 

For  payment  of  a  grant  to  the  government 
of  Puerto  Rico,  $7,800,000,  to  remain  avail- 
able until  expended. 

EXECUTIVE  OFFICE  OF  THE 
PRESIDENT 
White  House  Conference  on  Drug  Abuse 
AND  Control 
salaries  and  expenses 
For    necessary    expenses    of    the    White 
House  Conference  on  Drug  Abuse  and  Con- 
trol, $5,000,000. 

GENERAL  PROVISIONS 
In  order  to  meet  the  outlay  limits  estab- 
lished in  the  Congressional  budget  resolu- 
tion for  fiscal  year  1987,  notwithstanding 
any  other  provision  of  this  resolution,  fur- 
ther reductions  of  .34  percent  (thirty-four 
one-hundredths  of  1  per  centum)  shall  be 
made  in  each  appropriation  item  of  new  dis- 
cretionary budget  authority  made  available 
in  this  resolution,  rounded  to  the  nearest 
thousands  of  dollars:  Provided,  That  such 
reductions  shall  be  applied  proportionally  to 
each  program,  project,  and  activity. 

The  CHAIRMAN.  Pursuant  to 
House  Resolution  560  and  the  order  of 
the  House  of  today,  no  amendments  to 
the  joint  resolution  are  in  order  except 
the  amendment  to  be  offered  by  the 
gentleman  from  Massachusetts  [Mr. 
Conte].  The  amendment  is  not  subject 
to  amendment  or  to  a  demand  for  a  di- 
vision of  the  question  but  the  amend- 
ment is  debatable  for  the  time  indicat- 
ed in  House  Report  99-984  equally  di- 
vided and  controlled  by  the  proponent 
and  a  Member  opposed  thereto. 

amendment  offered  by  MR.  CONTE 

Mr.  CONTE.  Mr.  Chairman,  pursu- 
ant to  the  unanimous  consent  ob- 
tained in  the  House  immediately  pre- 
ceding the  consideration  of  the  joint 
resolution,  I  offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Conte:  Begin- 
ning on  page  9.  strike  line  10  and  all  that 
follows  through  line  21  on  page  10.  and 
insert  the  following: 

Sec  108.  (a)  Amendments  to  Food  Securi- 
ty Act  of  1985.— Effective  with  respect  to 
each  of  the  1987  through  1990  crops,  section 
1001  of  the  Food  Security  Act  of  1985  (7 
U.S.C.  1308)  is  amended  by— 

(1)  striking  out  paragraphs  (1).  (2),  and 
(3).  and  inserting  in  lieu  thereof  the  follow- 
ing: 

"(1)  For  each  of  the  1987  through  1990 
crops,  the  total  amount  of  deficiency  pay- 
ments (excluding  any  deficiency  payments 
described  in  paragraph  (2)(B)(iv)  of  this  sec- 
tion) and  land  diversion  payments  that  a 
person  shall  be  entitled  to  receive  under  one 
or  more  of  the  annual  programs  established 
under  the  Agricultural  Act  of  1949  (7  U.S.C. 
1421  et  seq.)  for  wheat,  feed  grains,  upland 
cotton,  extra  long  staple  cotton,  and  rice 
may  not  exceed  $50,000. 

■(2)(A)  For  each  of  the  1987  through  1990 
crops,  the  total  amount  of  payments  set 
forth  in  subparagraph  (B)  that  a  person 
shall  be  entitled  to  receive  under  one  or 
more  of  the  annual  programs  established 
under  the  Agricultural  Act  of  1949  for 
wheat,  feed  grains,  upland  cotton,  extra 
long  staple  cotton,  rice,  honey,  and  (with  re- 
spect to  clause  (iii)(II)  of  subparagraph  (B)) 
other   commodities,    when   combined   with 


payments  for  such  crop  described  in  para- 
graph ( 1 ),  shall  not  exceed  $250,000. 

"(B)  As  used  in  subparagraph  (A),  the 
term  payments'  means— 

"(i)  any  part  of  any  payment  that  is  deter- 
mined by  the  Secretary  of  Agriculture  to 
represent  compensation  for  resource  adjust- 
ment (excluding  land  diversion  payments) 
or  public  access  for  recreation; 

"(ii)  any  disaster  payment  under  one  or 
more  of  the  annual  programs  for  a  commod- 
ity established  under  the  Agricultural  Act 
of  1949; 

"(iii)  (I)  any  gain  realized  by  a  producer 
from  repaying  a  loan  for  a  crop  of  wheat, 
feed  grains,  upland  cotton,  rice,  or  honey  at 
the  rate  permitted  under  section  107D(a)(5). 
I05C(a>(4).  103A(a)(5).  101A(a)(5).  or 
201(b)(2).  respectively,  of  the  Agricultural 
Act  of  1949,  or  (II)  any  gain  realized  by  a 
producer  from  repaying  a  loan  for  a  crop  of 
any  other  commodity  at  a  lower  level  than 
the  original  loan  level  established  under  the 
Agricultural  Act  of  1949; 

"(iv)  any  deficiency  payment  received  for 
a  crop  of  wheat  or  feed  grains  under  section 
107D(c)(l)  or  105C(c)(l).  respectively,  of  the 
Agricultural  Act  of  1949  as  the  result  of  a 
reduction  of  the  loan  level  for  such  crop 
under  section  107D(a)(4)  or  105C(a)(3)  of 
such  Act; 

"(v)  any  loan  deficiency  payment  received 
for  a  crop  of  wheat,  feed  grains,  upland 
cotton,  or  rice  under  section  107(b).  105C(b), 
or  lOlA(b).  respectively,  of  the  Agricultural 
Act  of  1949;  and 

"(vi)  any  inventory  reduction  payment  re- 
ceived for  a  crop  of  wheat,  feed  grains, 
upland  cotton,  or  rice  under  section 
107D(g),  105C(g).  103A(g).  or  lOlA(g).  re- 
spectively, of  the  Agricultural  Act  of  1949. 
Such  term  shall  not  include  loans  or  pur- 
chases, except  as  specifically  provided  for  in 
this  paragraph. 

"(C)  The  total  amount  of  loans  on  a  crop 
of  honey  that  a  person  may  have  outstand- 
ing at  any  one  time  under  the  annual  pro- 
gram established  for  such  crop  under  the 
Agricultural  Act  of  1949  may  not  exceed 
$250,000  less  the  amount  of  payments,  as 
described  in  paragraph  (1)  and  subpara- 
graphs (A)  and  (B)  of  this  paragraph,  re- 
ceived by  such  person  for  the  crop  year  in- 
volved. 

"(3)  Notwithstanding  the  foregoing  provi- 
sions of  this  section,  if  the  Secretary  of  Ag- 
riculture determines  that  any  of  the  limita- 
tions provided  for  in  paragraph  (2)  will 
result  in  a  substantial  increase  in  the 
number  or  dollar  amount  of  loan  forfeitures 
for  a  crop  of  a  commodity,  will  substantially 
reduce  the  acreage  taken  out  of  production 
under  an  acreage  reduction  program  for  a 
crop  of  a  commodity,  or  will  cause  the 
market  prices  for  a  crop  of  a  commodity  to 
fall  substantially  below  the  effective  loan 
rate  for  the  crop,  the  Secretary  shall  adjust 
upward  such  limitation,  under  such  terms 
and  conditions  as  the  Secretary  determines 
appropriate,  as  necessary  to  eliminate  such 
adverse  effect  on  the  program  involved."; 

(2)  adding  at  the  end  of  subparagraph  (A) 
of  paragraph  (5)  the  following:  "Such  regu- 
lations shall  provide  that  the  term  person' 
does  not  include  any  cooperative  association 
of  producers  that  markets  commodities  for 
producers  with  respect  to  the  commodities 
so  marketed  for  producers.";  and 

(3)  in  paragraph  (6).  striking  out  "lands 
owned"  and  inserting  in  lieu  thereof  "lands 
or  animals  owned",  and  inserting  after 
•lands  are  farmed"  the  following:  "or  ani- 
mals are  husbanded". 
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(b)  Application  op  Amendments.— The 
amendments  made  by  subsection  (a)  shall 
not  apply  with  respect  to  any  payment  or 
loan  received  under  any  agreement  or  con- 
tract made  before  the  date  of  enactment  of 
this  Act. 

(c)  Revision  of  Regulations.— 

(IXA)  The  Secretary  of  Agriculture  shall 
review  the  regulations  in  effect  on  the  date 
of  enactment  of  this  Act  that  define 
"person"  under  section  1001  of  the  Pood  Se- 
curity Act  of  1985  and  related  regulations  in 
effect  on  such  date  otherwise  affecting  the 
payment  limitations  under  such  section,  to 
determine  ways  in  which  such  regulations 
can  be  revised  to  better  ensure  the  fair  and 
reasonable  application  of  limitations  and 
eliminate  fraud  and  abuse  in  the  application 
of  such  payment  limitations. 

(B)  The  Secretary  also  shall  review  the 
amendments  to  section  1001  of  the  Pood  Se- 
curity Act  of  1985  made  by  this  section. 

(2)  Based  on  the  reviews  conducted  under 
paragraph  (1),  the  Secretary  of  Agriculture 
shall  submit  to  the  Committee  on  Agricul- 
ture. Nutrition,  and  Porestry  of  the  Senate 
and  the  Committee  on  Agriculture  of  the 
House  of  Representatives,  not  later  than 
March  1.  1987,  a  report  on  such  reviews 
and— 

(A)  with  respect  to  the  matters  reviewed 
under  paragraph  (IXA).  proposed  regula- 
tions or  amendments  to  regulations,  to  take 
effect  not  earlier  then  October  1.  1987.  that 
will  meet  the  objectives  with  respect  to  limi- 
tations specified  in  paragraph  (IXA);  and 

(B)  with  resiject  to  the  matters  reviewed 
under  paragraph  (IXB).  recommendations 
on  legislative  changes  to  section  1001  of  the 
Pood  Security  Act  of  1985  that  the  Secre- 
tary determines  are  necessary  or  appropri- 
ate. 

Mr.  CONTE  (during  the  reading). 
Mr.  Chairman,  I  ask  unanimous  con- 
sent that  the  amendment  be  consid- 
ered as  read  and  printed  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Massachusetts? 

There  was  no  objection. 

The  CHAIRMAN.  Pursuant  to  the 
rule,  the  gentleman  from  Massachu- 
setts [Mr.  Conte]  will  be  recognized 
for  15  minutes  and  a  Member  opposed 
will  be  recognized  for  15  minutes. 

The  Chair  recognizes  the  gentleman 
from  Massachusetts  [Mr.  Conte]. 

Mr.  CONTE.  Mr.  Chairman,  as  many 
of  my  colleagues  are  well  aware,  last 
week  I  offered  an  amendment  in  full 
committee  to  impose  a  straight 
$250,000  limitation  on  all  loans,  pay- 
ments, purchases,  and  crop-related 
subsidies  that  any  agricultural  entity 
would  be  eligible  to  receive  in  1987. 
That  overall  limitation  was  to  be  re- 
duced by  $50,000  per  year  imtil  it 
reached  a  maximum  of  $50,000  in 
1991. 

I  don't  need  to  explain  to  the  mem- 
bership the  concept  behind  this  limita- 
tion. 

Nearly  90  percent  of  the  $25.5  billion 
in  1986  CCC  outlays  are  going  to  pro- 
ducers of  feedgrains.  wheat,  cotton, 
rice,  and  milk.  Over  40  percent  of 
these  payments  are  not  subject  to  the 
$50,000  cap  that  was  contained  in  the 


1985  farm  bill.  That's  because  of  the 
myriad  of  special  exemptions  that 
were  placed  in  there  for  wheat,  feed- 
grains,  cotton,  rice,  and  the  dairy  ter- 
mination program. 

We've  all  seen  the  press  headlines 
detailing  the  most  excessive  outrages. 

On  July  31,  Associated  Press  report- 
ed that  in  Memphis.  TN.  the  cotton  in- 
dustry's largest  merchants  such  as 
Billy  Dunavant  and  the  Hohenberg 
Brothers  Cotton  Co.  could  receive  pay- 
ments totaling  as  high  as  $50  million 
each  through  that  one-time  inventory 
protection  program. 

On  July  25.  the  Baltimore  Sun  re- 
ported that  Salyer  American,  a  Kings 
County,  CA,  operation  will  collect 
nearly  $3.4  million  on  its  28,000  acres 
of  cotton. 

On  August  3,  the  Des  Moines  Regis- 
ter reported  that  an  estimated  100,000 
farms  were  reorganized  in  the  last 
year,  many  in  order  to  avoid  the 
$50,000  payment  limitation. 

On  July  5.  the  Kansas  City  Times, 
reporting  on  a  GAO  spot  check  that 
found  corporate  farm  reorganizations 
up  more  that  50  percent  in  two  Arkan- 
sas rice  counties  and  in  Reno  County, 
KS. 

Who  among  us.  Mr.  Chairman,  is  not 
familiar  with  the  outrages  that  contin- 
ue unabated  in  the  honey  program? 
On  August  19.  1985.  the  GAO  reported 
on  the  true  costs  of  this  program  when 
it  recommended  phase  out.  One  migra- 
tory commercial  beekeeper  in  North 
Dakota  forfeited  over  2.5  million 
pounds  of  honey  in  1  year  alon^.  and 
raked  in  more  than  $1  million. 

These  sweet  support  prices  and  bail- 
outs have  made  subsidy  addicts  out  of 
83  percent  of  our  corn  growers.  91  per- 
cent of  our  rice  growers.  80  percent  of 
our  wheat  growers,  and  over  2,500  bee- 
keepers. 

Back  in  1980,  we  appropriated  $3.06 
billion  for  reimbursements  to  the 
CCC.  For  1986,  we  have  appropriated 
over  $25  billion— an  800  percent  in- 
crease in  6  years.  I  don't  know  of  any 
single  program  or  activity  that  has 
skyrocketed  like  that. 

We  have  forgotten  that  the  purpose 
of  payment  limitations  is  to  target 
farm  income  support  to  the  smaller, 
family  farmers. 

It's  time  that  we  put  an  end  to  this 
madness.  Mr.  Chairman.  We  need  to 
impose  some  responsible  limits  on 
these  payments,  and  redefine  those 
entities  eligible  for  payments. 

I  have  a  compromise  that's  been 
worked  out  with  my  good  friends  on 
the  Agriculture  Committee.  I  am  not 
saying  that  it's  perfect.  But  I  think 
that  it's  an  important  start.  I'd  like  to 
have  it  apply  to  all  of  the  commod- 
ities, but  that's  an  impossible  task. 
What  I  want  to  do  is  to  get  the  ball 
rolling  here.  I  think  that  we  need  to 
take  a  more  careful  look  at  each  of 
these  commodity  programs  to  return 
them  to  what  they  were  initially  set 


up  to  do.  To  help  the  small-  and 
middle-size  family  farmers  that  need 
it. 

Summary  of  Perfecting  Amendment 

1.  Maximizes  payments  of  $250,000  for  the 
1987  through  1990  crops.  Retains  the  exist- 
ing $50,000  deficiency  payment  limitation. 

2.  Payments  include  disaster  payments, 
gains  from  marketing  loans,  Pindley  pay- 
ments, and  inventory  reduction  payments. 

3.  Does  not  include  storage  payments, 
loans  (except  for  marketing  loans)  or  pur- 
chases. Does  not  include  rice  marketing  cer- 
tificates, or  first-handler  payments. 

4.  Does  not  affect  1986  contracts  or  agree- 
ments. 

5.  Affects  wheat,  feed  grains,  upland 
cotton,  extra  long  stape  cotton,  and  rice. 

6.  Excludes  cooperative  associations  mar- 
keting commodities  for  producers  from  the 
definition  of  "person"; 

7.  Excludes  states  and  public  entities  from 
definition  of  "person".  ' 

8.  Places  a  limit  of  $250,000  on  the  amount 
of  loans  for  honey  that  can  be  outstanding 
at  any  given  time. 

9.  Directs  Secretary  to  review  new  limita- 
tion amendments  and  sumit  legislation  or 
proposals  for  regulatory  change  by  March  1, 
1987  if  necessary  or  appropriate. 

10.  Directs  Secretary  to  review  existing 
definitions  of  the  term  "person"  to  deter- 
mine ways  in  which  they  could  be  revised  to 
eliminate  fraud  and  abuse. 

U.  F»rovides  the  Secretary  with  discretion- 
ary authority  to  adjust  any  limitation  that 
he  determines  would  substantially  increase 
loan  forfeitures,  acreage  taken  out  of  pro- 
duction or  cause  market  prices  to  fall  dra- 
matically. 

This  language  does  set  a  maximum 
payment  level  of  $250,000  for  each  of 
the  crop  and  marketing  years  1987 
through  1990.  It  does  not  include  loans 
or  purchases,  except  in  the  case  of 
marketing  loans.  These  loan  and  pur- 
chase programs  need  to  be  addressed 
separately,  and  I  intend  to  bird-dog 
that  effort  next  year. 

This  amendment  does  not,  therefore 
affect  the  dairy  programs,  or  programs 
for  sugar,  tobacco,  peanuts,  or  soy- 
beans. It  does  not  affect  the  conserva- 
tion reserve  program. 

It  does  not  affect  any  existing  con- 
tracts or  agreements  for  the  1986 
crops  or  any  agreement  made  before 
the  date  of  enactment. 

The  limitation  would  be  placed  on 
payments  that  include  disaster  pay- 
ments, gains  from  marketing  loans, 
Findley  payments,  and  inventory  re- 
duction payments.  Rice  marketing  cer- 
tificates and  first-handler  payments 
for  cotton  would  not,  however,  be  in- 
cluded in  this  definition  of  payment. 

This  amendment  would  put  a  limita- 
tion on  subsidies  for  honey  producers, 
an  area  where  the  taxpayers  have 
been  getting  stimg  for  many  years. 
There  would  be  a  limit  of  $250,000  on 
the  amount  of  loans  that  could  be  out- 
standing at  any  given  time  plus  the 
net  benefit  on  loans  that  have  been 
repaid.  This  will  permit  producers  to 
maintain  liquidity  as  they  market 
honey  and  repay  their  loans,  but  will 
limit  the  Federal  Government's  expo- 
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sure  to  a  maximum  of  $250,000  for 
loans  under  the  honey  program.  I  still 
think  we  should  scrap  the  whole  pro- 
gram, but  this  will  limit  the  most  seri- 
ous abuses,  and  make  this  honey  of  a 
deal  just  a  little  less  sweet. 

Let  me  say  to  my  colleagues  that 
these  are  small  inroads.  We  will 
achieve  some  savings,  most  probably 
in  the  $100  million  range.  But  that  is 
$50  or  $100  million  more  than  we  had 
yesterday.  Since  it  is  not  by  any  means 
my  intention  to  incur  a  single  penny 
of  additional  Federal  expense  for  any 
of  these  programs,  as  a  result  of  these 
new  limitations,  there  is  a  provision  in 
the  revised  amendment  giving  the  Sec- 
retary discretionary  authority  to 
adjust  any  limitation  that  would  be 
determined  to  substantially  increase 
loan  forfeitures,  substantially  increase 
acreage  taken  out  of  production,  or 
cause  market  prices  to  fall  dramatical- 
ly below  effective  loan  rates  for  crops. 

Finally,  we  have  directed  the  Secre- 
tary of  Agriculture  to  review  each  of 
these  new  limitations,  and  all  existing 
regulations  that  define  the  term 
"person"  and  submit  to  the  appropri- 
ate committees  of  Congress  a  report 
by  March  1,  1987.  It  is  intended  here 
that  the  Secretary  make  recommenda- 
tions for  legislative  and/or  regulatory 
action  so  that  the  Congress  may  take 
further  responsible  action  on  eliminat- 
ing what  many  of  us  consider  to  be 
abuses  in  these  programs.  I  intend  to 
work  with  my  colleagues  on  the  au- 
thorizing committee  to  ensure  that 
these  recommendations  are  fully  con- 
sidered and  acted  upon  during  1987. 

I  will  say  for  the  record  that  it  is 
still  my  intention  as  it  was  when  I  ini- 
tially offered  an  amendment  in  full 
committee  to  place  the  most  restric- 
tive cap  possible  on  the  gush  of  funds 
flowing  into  some  of  these  dummy  cor- 
porations and  these  agricultural 
giants.  I  intend  to  fight  for  the  tight- 
est yet  most  reasonable  possible  limi- 
tation when  or  if  we  get  to  conference 
with  the  other  body  on  this  continuing 
resolution. 

Given  our  time  limitations  and  the 
magnitude  of  the  problems  that  need 
our  attention,  I  believe  that  this  lan- 
guage revises  many  of  the  more  bla- 
tant flaws  in  existing  statutes.  This 
would  enable  us  to  begin  the  process 
of  true  programmatic  reform,  and 
enable  us  to  achieve  some  real  savings. 
In  my  view,  saving  even  a  million  dol- 
lars would  make  this  whole  effort 
worthwhile^ 

Mr.  WHITTEN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  CONTE.  I  yield  to  the  gentle- 
man from  Mississippi. 

Mr.  WHITTEN.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Chairman,  I  think  we  all  recog- 
nize the  problem  that  we  have  in  this 
field.  I  have  not  had  a  chance  to  study 
the  amendment;  it  was  just  presented 
to  me.  But  I  realize  that  the  people 


have  worked  awfully  hard  and  I  trust 
that  the  gentleman,  both  gentlemen, 
intend  to  cover  this  further  in  any 
conference  that  we  have  just  to  be 
sure  that  we  are  right  about  it. 

I  will  give  you  the  best  of  intentions. 
It  is  a  hard  subject  to  work  with.  It 
reads  all  right,  but  I  trust  you  are 
going  to  review  this  in  conference  so 
that  we  can  be  assured. 

Mr.  CONTE.  Let  me  just  say  briefly 
in  summary  of  the  amendment  that  it 
maximizes  the  payments  of  $250,000 
for  the  1987  through  1990  crops.  It  re- 
tains the  existing  $50,000  deficiency 
payment  limitation.  Payments  include 
disaster  payments,  gains  from  market- 
ing loans  and  the  Findley  payments 
and  the  inventory  reduction  payments. 

D  1955 

.  Mr.  WHITTEN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  CONTE.  I  yield  to  the  gentle- 
man from  Mississippi. 

Mr.  WHITTEN.  Mr.  Chairman, 
those  who  are  interested  and  have  a 
different  view  and  wish  to  be  heard 
will  have  an  opportunity  between  now 
and  finalizing  in  the  conference. 

Mr.  CONTE.  Mr.  Chairman,  I  thank 
the  chairman,  and  I  just  want  to  take 
this  opportunity  to  thank  the  chair- 
man of  the  Committee  on  Agriculture, 
the  gentleman  from  Texas  [Mr.  de  la 
Garza],  for  all  his  cooperation,  his 
hard  work,  his  patience  over  the  last  3 
days.  I  really  appreciate  it.  Thank  you 
very  much. 

Mr.  DE  LA  GARZA.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  CONTE.  I  yield  to  the  gentle- 
man from  Texas. 

Mr.  DE  LA  GARZA.  Mr.  Chairman, 
this  is  a  very  difficult  situation  for  us 
because  we  would  have  rather  had  this 
issue  addressed  in  the  proper  commit- 
tee of  jurisdiction  and  the  Committee 
on  Agriculture,  but  unfortunately,  the 
issue  was  brought  up  in  another 
forum. 

We  appreciate  very  much  that  the 
gentleman  from  Massachusetts  [Mr. 
Conte],  who  initiated  the  original 
amendment,  has  been  agreeable  and 
cooperative,  yet  insisting  on  the  issues 
that  the  gentleman  feels  so  strongly 
about. 

The  fortunate  thing  about  it  is  that 
we  basically  agree  with  the  concerns 
that  he  has  and  we  have  endeavored 
to  arrive  at  some  reasonable  agree- 
ment. Not  everyone  is  in  accord.  There 
are  some  who  will  not  be  happy  with 
the  agreement,  but  under  the  situa- 
tion that  we  find  ourselves  in,  under 
the  parliamentary  situation  that  we 
are  in  today,  this  is  the  best  that  we 
could  do  under  the  circumstances 
which  confront  us.  I  wish  to  thank  all 
who  have  cooperated  in  the  endeavor. 

Like  the  distinguished  chairman  of 
the  Committee  on  Appropriations 
says,  of  CQurse.  we  would  like  to  have 
further  study,  but  I  think  that  counsel 


on  both  sides  have  worked  diligently 
and  we  have  to  curtail  some,  at  least 
the  perception  of  abuse,  at  least  the 
perception  of  possible  loopholes.  I 
think  that  this  will  do  that. 

Legislation  is  the  art  of  the  possible. 
This  is  what  is  possible  in  this  situa- 
tion. I  thank  the  gentleman  for  yield- 
ing to  me  and  for  his  cooperation  in 
this  endeavor. 

Mr.  GUNDERSON.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  CONTE.  I  yield  to  the  gentle- 
man from  Wisconsin. 

Mr.  GUNDERSON.  Mr.  Chairman.  I 
rise  in  support  of  the  gentleman's 
effort  and  commend  the  gentleman 
for  trying  to  help  some  of  us  put  some 
integrity  in  what  has  been  some  bad 
publicity  in  the  farm  bill. 

I  want  to  commend  our  distin- 
guished chairman  of  the  Committee 
on  Agriculture,  the  gentleman  from 
Texas  [Mr.  de  la  Garza],  for  taking 
that  leadership  role  once  you  brought 
this  issue  forward  in  trying  to  resolve 
this. 

I  have  to  share  the  thoughts  and 
comments  of  both  of  you  that  this 
does  not  resolve  it  over  the  long  term. 
We  have  witnessed,  as  the  distin- 
guished chairman  of  the  Commmittee 
on  Agriculture  knows,  we  thought  we 
had  accomplished  most  of  this  in  the 
1985  farm  bill.  Lawyers  and  account- 
ants' lawyers  and  farmers'  lawyers 
have  apparently  found  ways  to  get 
around  it.  I  have  to  tell  both  of  the 
gentlemen  that  I  think  we  are  going  to 
need  the  help  of  the  GAO  and  others 
to  find  ways  to  write  this  legislation  in 
the  future  so  that  simple  break-up  of 
land  itself  does  not  allow  this  kind  of 
abuse  which  really  was  not  the  intent^ 
of  the  Committee  on  Agricultiu-e  or' 
the  farm  bill. 

I  just  want  to  commend  both  gentle- 
men and  rise  in  support  of  the  amend- 
ment. 

Is  it  the  responsibility  of  the  Federal  Gov- 
ernment to  fully  support  our  multimillion-dollar 
agricultural  producers,  or  should  the  Federal 
Government  direct  its  ir>come  assistance  pro- 
grams to  our  small-  and  medium-sized  family 
farms  which  need  income  support?  I  believe 
the  latter  is  what  Congress,  the  Amencan  tax- 
payers and  the  majority  of  farmers  want  as 
the  basis  of  their  Federal  farm  programs.  That 
is  why  I  support  the  restructured  Conte 
amerKJment  being  offered  today  as  a  part  of 
House  Joint  Resolution  738,  continuing  appro- 
priations for  fiscal  year  1987. 

Paynf>ent  limitations  on  farm  programs  are 
necessary  for  several  reasons.  First,  Congress 
never  intended  the  Federal  Government  to 
completely  subsidize  our  farmers  with  cash 
payments.  Rather,  target  price  and  loan  pro- 
grams were  designed  to  assist  family  farmers 
during  times  of  low  commodity  prices  and  high 
Interest  rates.  Clearly  there  Is  a  difference  be- 
tween helping  small-  and  mid-sized  producers 
and  much  larger  corporate  farms— the  latter 
generally  have  larger  margins  of  profit  be- 
cause of  Vn&T  lower  costs  of  production  and 
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also  have  other  means  to  offset  their  losses. 
Thus  thetr  dependence  on  price  support  pro- 
grams duririg  troubled  financial  times  is  mini- 
mized. 

Second,  it  is  important  that  farm  programs 
remain  credible  with  taxpayers.  Reports  of  mil- 
lion dollar  payments  to  large  gram  and  fiber 
producers  only  serve  to  intensify  the  skepti- 
cism of  taxpayers  with  regard  to  our  farm  pro- 
grams and  how  they  operate. 

At  a  time  when  fewer  Federal  dollars  have 
to  t)e  divided  among  many,  many  programs,  it 
is  important  that  our  programs  be  streamlined 
so  that  payments  are  directed  toward  those 
that  need  them  most. 

Since  coming  to  Cor>gress  6  years  ago,  one 
of  my  priorities  as  a  member  of  the  Agriculture 
Committee  has  been  to  target  farm  program 
beriefits  to  our  small-  and  mid-sized  family 
farms. 

The  restructured  Conte  amendment  before 
us  today  is  simply  an  extension  of  the  pay- 
ment limitations  we  included  in  the  1985  farm 
bill.  Specifically,  the  amendment  reiterates 
that  deficiency  payments  to  producers  of 
wfieat,  feed  grains,  cotton  and  rice  may  not 
exceed  $50,000  per  producer  I  have  support- 
ed this  $50,000  ceiling  on  deficiency  pay- 
ments ever  since  coming  to  Congress  How- 
ever, tf>ere  has  never  been  a  cap  on  pay- 
ments tor  disasters,  resource  adjustment,  re- 
payment of  a  loan  at  the  rate  permitted,  re- 
ductions in  tf>e  loan  level  for  a  crop  and  in- 
ventory reduction.  This  is  where  all  of  the 
recent  abuse  of  farm  program  payments  has 
occurred. 

Accordingly,  for  the  first  time  ever  we  are 
establishing  an  absolute  cap  of  $250,000  on 
all  USOA  payments  to  an  individual  producer. 
In  other  words,  when  all  of  these  program 
benefits  are  added  together,  they  cannot 
exceed  $250,000  per  producer 

What  does  this  mean?  No  more  multimillion- 
dollar  payments  to  huge  corporations.  What 
this  amendment  means  is  a  commitment  by 
ttie  Congress  to  target  farm  program  benefits 
to  the  family  farms  around  this  country.  I  urge 
my  colleagues  to  support  the  amendment 
before  us  today. 

Mr.  SMITH  of  Iowa.  Mr.  Chairman, 
will  the  gentleman  yield. 

Mr.  CONTE.  I  yield  to  the  gentle- 
man from  Iowa. 

Mr.  SMITH  of  Iowa.  Mr.  Chairman, 
I  want  to  thank  the  gentleman  from 
Massachuetts  [Mr.  Conte]  for  being 
reasonable  in  trying  to  work  this  out, 
and  also  the  gentleman  from  Texas 
[Mr.  DE  LA  Garza]  for  what  he  has 
done. 

I  also  should  point  out  that  there 
has  been  a  fundamental  change  in  the 
farm  law.  Marketing  loans  were  au- 
thorized this  year.  It  was  not  known 
that  they  would  be  used,  but  they  de- 
cided to  use  them  in  the  case  of  rice 
and  cotton.  That  is  where  these  big 
payments  have  come  from.  It  was  not 
really  anticipated  at  the  time  the  farm 
law  was  passed  that  they  would  neces- 
sarily be  used,  but  those  particular 
marketing  loan  payments,  the  differ- 
ence between  the  world  market  price 
and  the  loan  rate,  were  not  subject  to 
a  limitation,  like  the  other  payments 


were  that  was  the  difference  between 
target  price  and  the  loan  price. 

That  is  what  causes  this.  I  think 
this,  if  you  want  to  have  a  limitation, 
addresses  that.  I  do  not  think  it  really 
leaves  a  lot  to  be  done.  You  might 
need  to  do  some  fine  tuning,  but  if  you 
want  a  limitation,  I  would  say  this  is 
the  way  to  do  it. 

Again.  I  commend  the  gentleman 
from  Massachusetts  [Mr.  Conte]  and 
the  gentleman  from  Texas  [Mr.  de  la 
Garza]  for  working  together  to  try  to 
figure  out  what,  I  think  is  pretty  clear 
that,  a  majority  do  want  at  this  time. 

Mr.  DORGAN  of  North  Dakota.  Mr.  Chair- 
man, I  would  like  to  discuss  today  a  provision 
inserted  into  the  continuing  resolution  by  my 
colleague  from  Massachusetts  [Mr.  Conte], 
concerning  limitations  of  payments  to  farmers 
under  the  current  farm  program. 

I  commend  the  gentleman  for  his  concern 
on  this  issue,  and  I  wish  to  assure  the  Chair- 
man that  the  farmers  whom  I  represent  share 
his  concern.  Horror  stories  about  payments  to- 
taling $20  million  to  a  single  agribusiness 
offend  the  family  farmer  who  pays  taxes  just 
as  much  as  they  offend  taxpayers  in  Massa- 
chusetts. 

It  is  important  to  understand,  however,  that 
this  provision  will  not  solve  the  problem  of  the 
bloated  payments  to  individual  farmers.  Put- 
ting a  cap  on  the  payments  to  any  one  person 
does  not  address  the  fundamental  question  of 
what  constitutes  a  person  eligible  to  receive 
payments.  Currently,  some  farmers  are  setting 
up  shell  corporations  to  receive  multiple  pay- 
ments under  farm  programs  and,  as  long  as 
they  have  good  accountants  and  good  attor- 
neys, it  can  be  perfectly  legal  to  establish  sev- 
eral such  corporations  for  one  farming  oper- 
ation. 

Together  with  my  colleagues  from  Kansas 
and  California,  (Mr.  Glickman  and  Mr.  Panet- 
ta],  I  have  called  for  a  GAO  study  of  this  prob- 
lem. The  results  will  be  ready  in  a  few 
months,  and  at  that  time  I  invite  all  of  my  con- 
cerned colleagues  to  join  us  in  making  sure 
that  farm  program  funds  go  to  help  family 
farmers  stay  on  the  land,  instead  of  putting 
caviar  on  the  table  of  millionaire  agribusiness- 
men. 

Mr.  CONTE's  amendment  is  a  start,  and  I 
support  it,  but  we've  got  a  lot  more  work  to  do 
on  targeting  farm  payments  to  those  who 
need  the  help. 

Mr.  CONTE.  Mr.  Chairman,  I  have 
no  further  requests  for  time,  and  I 
yield  back  the  balance  of  my  time. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle- 
man from  Massachusetts  [Mr.  Conte]. 

The  amendment  was  agreed  to. 

The  CHAIRMAN.  Under  the  rule, 
the  Committee  rises. 

Accordingly  the  Committee  rose; 
and  the  Speaker  pro  tempore  Mr. 
Gray  of  Illinois  having  assumed  the 
chair,  Mr.  Donnelly,  Chairman  of  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union,  reported  that  that 
Committee,  having  had  under  consid- 
eration the  joint  resolution  (H.J.  Res. 
738)  making  continuing  appropriations 
for  the  fiscal  year  1987,  and  for  other 


purposes,  pursuant  to  House  Resolu- 
tion 560,  he  reported  the  joint  resolu- 
tion back  to  the  House  with  an  amend- 
ment adopted  by  the  Committee  of 
the  Whole. 

The  SPEAKER  pro  tempore.  Under 
the  rule,  the  previous  question  is  or- 
dered. 

The  question  is  on  the  amendment. 

The  amendment  was  agreed  to. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  engrossment  and 
third  reading  of  the  joint  resolution. 

The  joint  resolution  was  ordered  to 
be  engrossed  and  read  a  third  time, 
and  was  read  the  third  time. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  passage  of  the  joint 
resolution. 

The  question  was  taken;  and  the 
Speaker  pro  tempore  announced  that 
the  ayes  appeared  to  have  it. 

Mr.  FRENZEL.  Mr.  Speaker.  I  object 
to  the  vote  on  the  ground  that  a 
quorum  is  not  present,  and  make  the 
point  of  order  that  a  quorum  is  not 
present. 

The  SPEAKER  pro  tempore.  Evi- 
dently a  quorum  is  not  present. 

The  Sergeant  at  Arms  will  notify 
absent  Members. 

The  vote  was  taken  by  electronic 
device,  and  there  were— yeas  201,  nays 
200,  not  voting  31,  as  follows: 
[Roll  No.  417] 


YEAS- 201 

Abercrombie 

Dwyer 

Levin  (MI) 

Ackerman 

Dymally 

Levine  (CA) 

Akaka 

Early 

Lipinski 

Anderson 

Edgar 

Long 

Andrews 

Edwards  (CA) 

Luken 

Annunzio 

Evans  (ID 

Lundine 

Anthony 

Fascell 

MacKay 

Aspin 

Fazio 

Manton 

Atkins 

Fish 

Markey 

AuCoin 

Flippo 

Malsui 

Bedell 

Florio 

Mavroules 

Beilen.son 

Foglietta 

McCloskey 

Bennett 

Foley 

McCurdy 

Bertnan 

Ford  (MI) 

McDade 

Bevill 

Fowler 

McHugh 

Boggs 

Frank 

McKinney 

Boland 

Frost 

Mica 

Boner  (TN) 

Fuqua 

Mikulski 

Bonker 

Gaydos 

Miller  (CA) 

Borski 

Gejdenson 

Mineta 

Bosco 

Gibbons 

Mitchell 

Boucher 

Gilman 

Moakley 

Boxer 

Gonzalez 

Mollohan 

Brooks 

Gray  (ID 

Montgomery 

Brown  (CA) 

Gray  (PA) 

Morrison  (CT) 

Bryant 

Green 

Morrison  (WA) 

Bustamante 

Hall  (OH) 

Mrazek 

Carper 

Hatcher 

Murtha 

Carr 

Hawkins 

Myers 

Chapman 

Hayes 

Natcher 

Chappell 

Hefner 

Nelson 

Clay 

Howard 

Nichols 

Coelho 

Hoyer 

Nowak 

Coleman  (TX) 

Hutto 

Oakar 

Collins 

Jeffords 

Oberstar 

Conte 

Jenkins 

Obey 

Cooper 

Jones  (TN) 

Olin 

Coyne 

Kanjorski 

Ortiz 

Davis 

Kaptur 

Owens 

de  la  Garza 

Kennelly 

Panetla 

Dellums 

Kildee 

Pease 

Derrick 

Kleczka 

Penny 

Dicks 

Kostmayer 

Perkins 

Dingell 

LaFalce 

Pickle 

Dixon 

Lantos 

Price 

Donnelly 

Leath  (TX) 

Rahall 

Dowdy 

Lehman  (CA) 

Range! 

Downey 

Lehman  (FL) 

Ray 

Durbin 

Leiand 

Richardson 

UMI 
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Rinaldo 

Rodino 

Roe 

Rogers 

Rose 

Rowland  (GA) 

Roybal 

Sabo 

Savage 

Scheuer 

Schneider 

Schroeder 

Schumer 

Seiberling 

Sharp 

Sikorski 

Sisisky 

Smith  (FL) 


Smith  (lA) 

Smith  (NE) 

Smith  (NJ) 

Solarz 

Spratt 

Staggers 

Stark 

Stratton 

Studds 

Tallon 

Tauzin 

Thomas  (GA) 

Torres 

Torricelh 

Towns 

Traficant 

Traxler 

Valentine 

NAYS- 200 


Vento 

Visclosky 

Waldon 

Watkins 

Waxman 

Weiss 

Wheat 

Whitley 

Whitten 

Williams 

Wilson 

Wirth 

Wise 

Wolpe 

Wright 

Yates 

Yatron 

Young  (MO) 


Archer 

Gregg 

Packard 

Armey 

Gunderson 

Parris 

Barnard 

Hall.  Ralph 

Pashayan 

Barnes 

Hamilton 

Petri 

Bartlett 

Hammerschmidt  Porter 

Barton 

Hansen 

Quillen 

Bateman 

Hendon 

Regula 

Bates 

Henry 

Reid 

Bentley 

Hertel 

Ridge 

Bereuter 

Hiler 

Ritter 

Bilirakis 

Hillis 

Roberts 

Bliley 

Holt 

Robinson 

Boehlert 

Hopkins 

Roemer 

Bonior  (MI) 

Horton 

Roth 

Boulter 

Hubbard 

Roukema 

Broom  field 

Huckaby 

Rowland  (CT) 

Brown  (CO) 

Hughes 

Rudd 

Bruce 

Hunter 

Russo 

Burton  (IN) 

Hyde 

Saxton 

Byron 

Ireland 

Schaefer 

Callahan 

Johnson 

Schuette 

Carney 

Jones  (NO 

Schulze 

Chandler 

Jones  (OK) 

Sensenbrenner 

Chappie 

Kasich 

Shaw 

Cheney 

Kemp 

Shelby 

Clinger 

Kindness 

Shumway 

Coals 

Kolbe 

Shuster 

Cobey 

Kolter 

Siljander 

Coble 

Kramer 

Skeen 

Coleman  (MO) 

Lagomarsino 

Slattery 

Combest 

Latta 

Slaughter 

Conyers 

Leach  (lA) 

Smith.  Denny 

Coughlin 

Lent 

(OR) 

Courter 

Lewis  (CA) 

Smith.  Robert 

Craig 

Lewis  (FL) 

(NH) 

Crane 

Lightfoot 

Smith.  Robert 

Daniel 

Livingston 

(OR) 

Dannemeyer 

Lloyd 

Snowe 

Darden 

Loeffler 

Snyder 

Daschle 

Lott 

Solomon 

Daub 

Lowery  (CA) 

Spence 

DeLay 

Lowry  (WA) 

St  Germain 

DeWine 

Lujan 

Stallings 

Dickinson 

Lungren 

Stangeland 

DioGuardi 

Mack 

Stenholm 

Dorgan  (ND) 

Marlenee 

Strang 

Dornan  (CA) 

Martin  (ID 

Stump 

Dreier 

Martin  (NY) 

Sundquist 

Duncan 

Mazzoli 

Sweeney 

Dyson 

McCain 

Swindall 

Eckart  (OH) 

McCandless 

Synar 

Eckert(NY) 

McCollum 

Tauke 

Edwards  (OK) 

McEwen 

Taylor 

Emerson 

McGrath 

Thomas  (CA) 

English 

McKern'an 

Vander  Jagl 

Erdreich 

McMillan 

Volkmer 

Evans  (lA) 

Meyers 

Vucanovich 

Pawell 

Michel 

Walker 

Fiedler 

Miller  (OH) 

Weber 

Fields 

Miller  (WA) 

Whittaker 

Franklin 

Molinari 

Wolf 

Frenzel 

Monson 

Wortley 

Gallo 

Moody 

Wyden 

Gekas 

Moorhead 

Wylie 

Gingrich 

Murphy 

Young  (AK) 

Glickman 

Neal 

Young (PL) 

Goodling 

Nielson 

Zschau 

Gradison 

Oxley 

NOT  VOTING- 
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Alexander 

Burton  (CA) 

Garcia 

Applegate 

Campbell 

Gephardt 

Badham 

Crockett 

Gordon 

Biaggi 

Feighan 

Grotberg 

Breaux 

Ford<TN) 

Guarini 

Hartnett 

Jacobs 

Kastenmeier 

Madigan 

Martinez 

Moore 


Pepper 

Pursell 

Rostenkowski 

Skelton 

Stokes 

Swift 

D  2020 


Udall 
Walgren 
Weaver 
Whitehurst 


The  Clerk  announced  the  following 
pairs: 

On  this  vote: 

Mr.  Stokes  for.  with  Mr.  Breaux  against. 

Mr.  Alexander  for,  with  Mr.  Martinez 
against. 

Mr.  Guarini  for,  with  Mr.  Crockett 
against. 

Messrs.  HOPKINS,  LOWRY  of 
Washington,  SPENCE,  and  GLICK- 
MAN, Mrs.  JOHNSON,  Mr.  BOEH- 
LERT, Mrs.  BENTLEY,  Mr.  Dio- 
GUARDI,  and  Mr.  BOULTER 
changed  their  votes  from  "yea"  to 
"nay." 

Mrs.  BENTLEY  and  Mr.  DELLUMS 
changed  their  votes  from  "nay"  to 
"yea." 

So  the  joint  resolution  was  passed. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


PERSONAL  EXPLANATION 

Mr.  KASTENMEIER.  Mr.  Speaker, 
had  I  been  present  during  the  last  vote 
on  final  passage  of  the  continuing  res- 
olution, I  would  have  voted  in  the  af- 
firmative. 


PERSONAL  EXPLANATION 

Mr.  GUARINI.  Mr.  Speaker,  on  roll- 
call  417,  the  continuing  resolution,  I 
inadvertently  missed  the  vote  and 
wish  to  state  that  had  I  been  present  I 
would  have  voted  in  the  affirmative. 


APPOINTMENT  OF  CONFEREES 
ON  H.R.  5300,  OMNIBUS 
BUDGET  RECONCILIATION  ACT 
OF  1986 

Mr.  GRAY  of  Pennsylvania.  Mr. 
Speaker,  I  ask  unanimous  consent  to 
take  from  the  Speaker's  table  the  bill 
(H.R.  5300)  to  provide  for  reconcilia- 
tion pursuant  to  section  2  of  the  con- 
current resolution  on  the  budget  for 
fiscal  year  1987,  with  a  Senate  amend- 
ment thereto,  disagree  to  the  Senate 
amendment,  and  agree  to  a  conference 
with  the  Senate  thereon. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Is  there  objection  to 
the  request  of  the  gentleman  from 
Pennsylvania?  The  Chair  hears  none, 
and,  without  objection,  appoints  the 
following  conferees: 

From  the  Committee  on  the  Budget, 
for  consideration  of  the  entire  House 
bill  and  Senate  amendment,  except  for 
revenue  measures  on  which  conferees 
from  the  Committee  on  Ways  and 
Means  have  been  appointed:  Messrs. 
Gray    of    Pennsylvania,    Lowry    of 


Washington,  Derrick,  Jenkins. 
Atkins,  Latta,  Mrs.  Martin  of  Illinois, 
and  Mr.  Loeffler. 

Prom  the  Conmiittee  on  the  Budget, 
solely  for  consideration  of  those  por- 
tions of  the  House  bill  and  Senate 
amendment  containing  revenue  meas- 
ures on  which  conferees  from  the 
Committee  on  Ways  and  Means  have 
been  appointed:  Mr.  Jenkins  and  Mr. 
Latta. 

From  the  Committee  on  Agriculture, 
solely  for  consideration  of  title  II  of 
the  House  bill  and  title  I  and  section 
501  of  the  Senate  amendment:  Messrs. 
DE  la  Garza,  Jones  of  Tennessee, 
Stenholm  (except  for  consideration  of 
section  501  of  the  Senate  amendment). 
Bedell  (solely  for  consideration  of  sec- 
tion 501  of  the  Senate  amendment), 
Morrison  of  Washington,  and  Gun- 
derson. 

From  the  Committee  on  Appropria- 
tions, solely  for  consideration  of  sec- 
tions 11001  and  11002  of  the  House  bill 
and  sections  665  and  1106  of  the 
Senate  amendment:  Messrs.  Whitten, 
Fazio,  and  Conte. 

From  the  Committee  on  Banking, 
Finance  and  Urban  Affairs,  solely  for 
the  consideration  of  title  III  of  the 
House  bill,  and  title  II  of  the  Senate 
amendment:  Messrs.  St  Germain, 
Gonzalez,  Annunzio,  Neal,  Ms. 
Oakar,  and  Messrs.  Wylie,  McKin- 
ney,  and  Leach  of  Iowa. 

From  the  Committee  on  Education 
and  Labor,  solely  for  consideration  of 
section  11005  of  the  House  bill  and 
title  VIII  and  sections  1210-1212  of 
the  Senate  amendment:  Messrs.  Haw- 
kins, Ford  of  Michigan,  Clay, 
Gaydos,  Biaggi,  Jeffords,  Mrs.  Rou- 
kema, and  Mr.  Coleman  of  Missouri. 

From  the  Committee  on  EInergy  and 
Commerce,  solely  for  consideration  of 
sections  4701-4753  of  the  House  bill 
and  section  303  of  the  Senate  amend- 
ment: Messrs.  Dingell,  Florio,  Sharp, 
Eckart  of  Ohio,  Slattery,  Lent, 
Whittaker,  and  Madigan. 

From  the  Committee  on  Energy  and 
Commerce,  solely  for  consideration  of 
section  501  of  the  Senate  amendment: 
Messrs.  Dingell,  Waxman,  Florio, 
Shelby,  Slattery,  Lent.  Madigan,  and 
Whittaker. 

From  the  Committee  on  Energy  and 
Commerce,  solely  for  consideration  of 
sections  4001.  4101.  4201-4206,  4301, 
4302,  4401-4405,  5001,  and  8101  bf  the 
House  bill  and  sections  401-405,  411. 
and  502  of  the  Senate  amendment: 
Messrs.  Dingell,  Sharp,  Markey, 
Swift,  Slattery,  Lent,  Dannemeyer, 
and  Moorhead. 

From  the  Committee  on  Energy  and 
Commerce,  solely  for  consideration  of 
subtitles  F  and  G  of  title  IV,  parts  2-4 
of  subtitle  C  of  title  X,  section 
10001(c)  and  (d)(3),  section  10102,  and 
that  portion  of  section  10206  amend- 
ing subsection  710(b)(2)  of  the  Social 
Security  Act,  of  the  House  bill,  and 
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section  604(c),  parts  2-4  of  subtitle  A 
of  title  VT.  and  subtitle  B  of  title  VI  of 
the  Senate  amendment:  Messrs.  Din- 

GELL,      WaXMAM,      SCHEUER,      WALGREN, 

Slattery,  Lent.  Madigan.  and  Whitta- 

KER* 

Prom  the  Committee  on  Govern- 
ment Operations,  solely  for  consider- 
ation of  section  11003  of  the  House  bill 
and  section  653  of  the  Senate  amend- 
ment: Mr.  Brooks,  Mrs.  Collins,  and 
Messrs,  Engush,  Waxman,  Weiss, 
HoRTON.  Walker,  and  Clinger. 

Prom  the  Committee  on  Govern- 
ment Operations,  solely  for  consider- 
ation of  sections  10207  and  11004  of 
the  House  bUl  and  sections  1103,  1104. 
1203,  and  1204  of  the  Senate  amend- 
ment: Mr.  Brooks,  Mr.  Pdqua,  Mrs. 
Collins.  Mrs.  Boxer,  and  Messrs. 
HoRTON,  Walker,  and  Clinger. 

Prom  the  Committee  on  Interior  and 
Insular  Affairs,  solely  for  consider- 
ation of  title  V  and  subtitle  I  of  title 
VI  of  the  House  bill  and  section  502  of 
the  Senate  amendment:  Messrs.  Udall, 
Seiberling.  Weaver,  Miller  of  Cali- 
fornia. Sharp.  Yodng  of  Alaska. 
LnjAN.  and  Lagoharsino. 

Prom  the  Conmiittee  on  the  Judici- 
ary, solely  for  consideration  of  part  C 
of  title  VII  of  the  Senate  amendment: 
Messrs.  RoDiNO.  Brooks.  Glickman. 
Prank,  Berbian,  Pish,  Brown  of  Col- 
orado, and  Coble. 

Prom  the  Committee  on  Merchant 
Marine  and  Pisheries,  solely  for  con- 
sideration of  title  VI.  except  for  part  5 
of  subtitle  E  thereof,  subtitle  C  of  title 
VII,  and  parts  1  through  4  of  subtitle 
D  of  title  VIII  of  the  House  bill,  and 
sections  301,  302,  and  501.  and  subtitle 
C  of  title  rv  of  the  Senate  amend- 
ment: Messrs.  Jones  of  North  Caroli- 
na. Biaggi.  Breaux.  STXn)DS.  LOWRY  of 
Washington,  Davis,  Snyder  (except 
for  consideration  of  subtitle  D  of  title 
VI  of  the  House  bill).  Young  of  Alaska 
(except  for  consideration  of  subtitle  I 
of  title  VI  of  the  House  bill),  and 
PiELDS  (solely  for  consideration  of  sub- 
titles D  and  I  of  title  VI  of  the  House 

biU). 
Prom  the  Conunittee  on  Post  Office 

and  Civil  Service,  solely  for  consider- 
ation of  title  VII,  of  the  House  bill  and 
sections  701.  711.  and  1202  of  the 
Senate  amendment:  Mr.  Pord  of 
Michigan,  Ms.  Oakar,  and  Messrs. 
Leland,  Taylor,  and  Horton. 

Prom  the  Committee  on  Public 
Works  and  Transportation,  solely  for 
consideration  of  subtitles  A  and  E  of 
title  VIII  of  the  House  bill  and  sec- 
tions 503  and  504  of  the  Senate 
amendment:  Messrs.  Howard,  Ander- 
son, NowAK,  Edgar,  Applegate, 
Snyder,  Shuster,  and  Clinger. 

Prom  the  Committee  on  Public 
Works  and  Transportation,  solely  for 
consideration  of  section  501  of  the 
Senate  amendment:  Messrs.  Howard, 
Roe,  Bosco.  Towns.  Wise,  Snyder, 
Hammerschmidt,  and  Stangeland. 

Prom  the  Committee  on  I*ublic 
Works  and  Transportation,  solely  for 


consideration  of  subtitle  B  of  title  IV 
and  subtitle  B  of  title  VIII  of  the 
House  bill  and  section  411  of  the 
Senate  amendment:  Messrs.  Howard, 
Anderson,  Edgar,  Rahall.  Applegate, 
Snyder,    Hammerschmidt.    and    Shu- 

Prom  the  Committee  on  Public 
Works  and  Transportation,  solely  for 
consideration  of  subtitle  A  of  title  VI, 
parts  1-4  of  subtitle  E  of  title  VI.  sub- 
title C  of  title  VIII,  and  parts  1-4  of 
subtitle  D  of  title  VIII  of  the  House 
bill:  Messrs.  Howard,  Roe,  Bosco. 
TowTNS.  Wise,  Hammerschmidt,  Shu- 
ster, AND  Stangeland. 

Prom  the  Committee  on  Small  Busi- 
ness, solely  for  consideration  of  title 
IX  of  the  House  bill,  and  title  IX  of 
the  Senate  amendment:  Messrs. 
Mitchell,      Smith      of      Iowa,      and 

McDade. 
Prom  the  Committee  on  Ways  and 

Means,  solely  for  consideration  of  title 
X,  subtitle  P  of  title  IV,  part  5  of  sub- 
title E  of  title  VI,  and  part  5  of  sub- 
title D  of  title  VIII  of  the  House  bill 
and  title  VI,  except  for  subtitle  B 
thereof,  title  VI-A,  except  for  section 
665  thereof,  title  X.  sections  1105, 
1107,  and  1201,  subtitle  B  of  title  XII, 
and  title  XIII  of  the  Senate  amend- 
ment: Messrs.  Rostenkowski,  Gib- 
bons, Pickle.  Rangel,  Stark.  Jacobs. 
PoRD  of  Tennessee,  Duncan.  Archer. 
Crane,  and  Gradison. 
There  was  no  objection. 


D  2030 
RELIEP  OP  PAULETTE  MENDES- 
SILVA-VETO  MESSAGE  PROM 
THE  PRESIDENT  OP  THE 
UNITED  STATES  (H.  DOC.  NO. 
99-271) 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois)  laid  before  the  House 
the  following  veto  message  from  the 
President  of  the  United  States: 

To  the  House  of  Representatives: 

I  am  returning  herewith  without  my 
approval  H.R.  2316.  a  bill  for  the  relief 
of  Paulette  Mendes-Silva. 

This  bill  would  give  the  United 
States  District  Court  for  the  District 
of  Columbia  jurisdiction  to  hear  Ms. 
Mendes-Silva's  claim  that  the  Public 
Health  Service  was  negligent  in  inocu- 
lating her  against  yellow  fever  on 
March  12.  1963,  despite  the  fact  that 
Ms.  Mendes-Silva  never  filed  an  ad- 
ministrative claim  or  filed  suit  in  a 
timely  manner,  as  required  by  the 
Pederal  Tort  Claims  Act. 

While  I  feel  sympathetic  to  Ms. 
Mendes-Silva  because  of  her  condition. 
I  cannot  sign  H.R.  2316  because  there 
is  no  equitable  basis  for  relief.  The 
bill's  beneficiary  failed  to  pursue  the 
remedies  available  to  her  in  a  timely 
manner.  Moreover,  available  medical 
evidence  contradicts  her  assertion  that 
the  Government  was  responsible  for 
her  disability. 

I  am  greatly  concerned  with  the  ad- 
verse precedential  impact  that  my  ap- 


proval of  H.R.  2316  would  have  upon 
litigation  against  the  Pederal  Govern- 
ment. There  must  be  some  limit  to  the 
time  during  which  the  Government 
must  remain  prepared  to  defend  itself 
against  specific  claims.  That  limit  is 
set  forth  in  the  Pederal  Tort  Claims 
Act.  28  U.S.C.  at  2401(b). 

I  am  also  greatly  concerned  that  this 
private  relief  bill  would  allow  a  claim- 
ant to  circumvent  the  orderly  adminis- 
trative process  for  asserting  claims 
against  the  United  States  as  pre- 
scribed by  the  Pederal  Tort  Claims 
Act.  28  U.S.C  2675.  Other  individuals 
who  have  also  failed,  for  whatever 
reason,  to  file  their  claims  within  the 
required  time,  have  been  likewise  pre- 
cluded from  the  relief  Ms.  Mendes- 
Silva  seeks  in  this  bill. 

Por  these  reasons,  I  cannot  approve 
H.R. 2316. 

Ronald  Reagan. 
The  White  House,  September  25,  1986. 

The  SPEAKER  pro  tempore.  The 
objections  of  the  President  will  be 
spread  at  large  upon  the  Journal  and, 
without  objection,  the  message  and 
the  bill  will  be  printed  as  a  House  doc- 
ument. 

There  was  no  objection. 

Mr.  GLICKMAN.  Mr.  Speaker,  I 
move  to  refer  the  bill,  H.R.  2316,  for 
the  relief  of  Paulette  Mendes-Silva,  to- 
gether with  the  message  from  the 
President,  to  the  Committee  on  the 
Judiciary. 

The  SPEAKER  pro  tempore.  The 
question  is  on  the  motion  offered  by 
the  gentleman  from  Kansas  [Mr. 
Glickman]. 

The  motion  was  agreed  to. 


D  2040 

SUPPORT  FOR  THE  TAX 
REFORM  BILL 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  New  York  [Mr.  Dio- 
Guardi]  is  recognized  for  5  minutes. 

Mr.  DioGUARDI.  Mr.  Speaker.  I 
rise  this  evening  to  express  my  sup- 
port for  the  tax  reform  bill  because 
the  overall  merits  outweigh  the  overall 
liabilities.  The  key  issue,  as  far  as  I  am 
concerned,  and  what  allows  me  to  sup- 
port this  bill,  is  the  fact  that  personal 
tax  rates  are  reduced  significantly.  I 
believe  that  people  know  how  to  spend 
their  money  better  than  the  Govern- 
ment does,  and  the  long-term  implica- 
tions of  putting  more  money  in  the 
pockets  of  taxpayers  bodes  well  for 
the  long-term  strength  of  our  econo- 
my. 

Virtually  no  bill  that  comes  to  this 
floor  is  perfect— and  this  one  is  no  ex- 
ception. I  have  problems  with  some  as- 
pects of  the  bill  but  as  far  as  West- 
chester County  is  concerned,  we  are  a 
big  winner  because  we  retain  State 
and  local  tax  deductions,  especially 
the  property  tax  deduction  that  sup- 
ports our  school  system.  That  alone 
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merits  support  of  this  historic  legisla- 
tion. 

In  closing.  Mr.  Speaker,  I  want  to 
say  that  we  do  risk  a  short-term  down- 
turn in  the  economy,  but  that  the 
future  economic  strength  of  this  coun- 
try and  the  American  people's  right  to 
keep  more  of  their  hard-earned  money 
is  well  served. 


THE  ULTRA-SUPER  MASTER 
CARD 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  California  [Mr.  Dornan] 
is  recognized  for  5  minutes. 

Mr.  DORNAN  of  California.  Mr. 
Speaker,  I  know  that  you,  as  I,  and 
Mr.  Lantos  enjoyed  as  young  men 
those  great  historical  radio  re-cre- 
ations that  eventually  turned  up  on 
TV  with  Mr.  Walter  Cronkite  as  the 
narrator,  for  both  radio  and  television. 

He  would  begin,  and  I  paraphrase 
badly: 

It  was  one  of  those  rare  days  in  history.  A 
day  in  history  that  would  illuminate  our 
times.  A  day  that  men  would  remember  for 
all  times— and  women,  and  you  are  there. 

This  is  such  a  day,  and  now  I  must 
paraphrase:  That  that  vote,  a  few  min- 
utes ago,  every  one  of  our  Members, 
particularly  you,  Mr.  Gonzalez,  a  key 
vote;  will  remember  for  the  rest  of 
your  lives;  and  as  our  children  and 
grandchildren  and  great  grandchildren 
struggle  with  this  debt,  they  will  say. 
Grandpa— if  you  are  mercifully  no 
longer  here— they  will  say,  "You  were 
there." 

This  item  that  we  just  voted  on,  that 
as  Mr.  Walker  pointed  out  with  the 
help  of  the  Library  of  Congress,  was 
the  largest  spending  item  in  the  histo- 
ry of  all  civilization.  Cro-Magnon  man 
never  thought  it  would  come  to  this. 

We  truly  now  have  a  ninth  wonder 
of  the  modern  world.  It  pales  those 
great  modem  wonders,  the  eight  of 
them,  of  the  ancient  world:  The  Mau- 
soleum in  Asia  Minor,  the  Temple  of 
Diana,  the  Colossus  of  Rhodes,  the 
Lighthouse  at  Alexandria,  the  Hang- 
ing Gardens  of  Babylon.  All  of  them 
could  have  been  built,  in  aggregate, 
taken  as  a  block,  for  less  money  than 
the  $561  billion  that  we  appropriated 
tonight  with  this  bill. 

To  fund  our  Government  for  an 
entire  year,  the  Library  of  Congress 
said  nothing  even  comes  close.  Those 
wonders  of  the  modem  world?  The 
Taj  Mahal  is  nothing  compared  to 
this.  We  could  have  built  37  Taj 
Mahals  for  the  amount  of  money  that 
we  spent  on  this. 

Remember  that  Hart  Building  back 
in  1979?  The  Library  of  Congress  told 
me  that  some  member  on  the  Commit- 
tee on  Public  Works  could  have  17 
Eiffel  Towers  built  throughout  his 
own  district  and  named  after  him  for 
the  price  of  the  Hart  Building.  The 


Hart  Building  expense  is  now  like  a 
lifeboat  on  the  Titanic.  Yea,  a  belay- 
ing pin  in  cost  on  the  Titanic  com- 
pared to  the  cost  of  this  bill. 

I  want  all  of  those  who  were  fortu- 
nate enough  to  be  in  this  Chamber, 
and  I  will  not  refer  to  the  gallery,  vio- 
lating House  rules.  Mr.  Speaker;  but 
all  of  those  lucky  enough  to  be  in  the 
Chamber,  particularly  those  using  this 
master  eard.  this  ultra-super  master 
card,  think  of  the  possibilities  of  what 
we  have  done  tonight,  voting  $561  bil- 
lion. 

Every  single  Member  who  voted  in 
the  affirmative,  because  it  was  201  to 
200.  can  for  the  rest  of  his  life  say, 
"Yea,  verily,  I  was  the  swing  vote.  I 
was  there." 

What  I  say,  as  the  great  one  says  on 
the  Master  Card  conmiercial,  I  prob- 
ably for  the  rest  of  my  life  will  take 
more  pride  in  this  vote  than  any 
other,  while  those  of  you  on  the  other 
side  that  see  this  as  the  platinum, 
ultra  charge  card  of  all  times,  you  will 
go  to  your  graves  saying,  "How  sweet 
it  is." 

Mr.  "Speaker,  I  yield  back  the  bal- 
ance of  my  time. 


A  TRIBUTE  TO  DON  PORTIER 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  Missouri  [Mr.  Coleman] 
is  recognized  for  60  minutes. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  have  taken  this  special 
order  to  pay  special  tribute  to  Don 
Fortier. 

On  August  23  Don  Fortier  lost  his 
battle  with  cancer.  Don,  who  was 
President  Reagan's  Deputy  National 
Security  Affairs  adviser,  was  respected 
for  his  dedication,  creativity,  and  sense 
of  proportion.  Among  his  many  di- 
verse responsibilities  was  briefing  the 
President  each  morning  on  overnight 
international  developments.  Although 
only  39  years  of  age,  Don  had  reached 
the  level  of  success  and  influence  that 
few  attain  in  his  profession. 

Many  people  on  the  Hill  knew  Don 
from  his  days  as  a  senior  adviser  to  the 
House  Foreign  Affairs  Committee.  He 
served  the  House  in  that  capacity 
from  1976  to  1981.  He  left  the  Hill  to 
become  Deputy  Director  for  Policy 
Planning  at  the  State  Department  and 
later  served  as  Director  of  Western 
European  and  NATO  Affairs  on  the 
National  Security  Staff  at  the  White 
House. 

I  first  met  Don  through  his  wife 
Alison  who  also  worked  on  the  Foreign 
Affairs  Committee.  Don  and  Alison 
were  a  young  couple  dedicated  to  serv- 
ing their  country.  Alison  continues 
that  dedication  at  the  Arms  Control 
and  Disarmament  Agency. 

I  suppose  it  was  the  Capitol  Hill  ex- 
perience that  made  Don  so  effective  in 
forging  coalitions  with  Congress  in 
order  to  obtain  passage  of  the  Presi- 


dent's foreign  policy  programs.  He 
continually  reached  out  to  Members  of 
Congress  in  order  to  forge  a  consen- 
sus—sometimes under  the  most  diffi- 
cult of  circumstances  and  dealing  with 
emotional  and  contentious  issues.  He 
understood  the  important,  although 
sometimes  conflicting  role  with  the  ex- 
ecutive branch,  that  the  Congress 
plays  in  foreign  policy  development 
under  our  Constitution.  He  helped 
craft  what  is  known  as  the  Reagan 
doctrine  which  supplies  aid  to  Latin 
American  anti-Communist  groups.  An 
example  of  his  success  was  the  com- 
promise worked  out  on  aid  to  the  Nica- 
raguan  Contras  which  continued 
United  States  support  at  a  most  criti- 
cal time. 

And  yet  the  name  Don  Fortier  was 
not  widely  known  to  the  public.  I  sus- 
pect that's  exactly  how  Don  wanted  it. 
He  served  his  President  and  country 
selflessly.  He  was  fully  dedicated  to 
doing  the  best  job  possible.  There 
were  many  long  days  and  nights.  In 
fact,  the  normal  workday  continued 
late  into  the  evening— almost  every 
evening.  He  did  his  work  behind  the 
scenes— very  willing  to  let  others  take 
the  public  credit.  He.  perhaps  more 
than  any  other  person  in  the  White 
House,  reflected  the  President's  view 
that  much  could  be  accomplished  if 
you  didn't  care  who  gets  the  credit. 

I  had  the  opportunity  of  traveling 
with  Don  to  several  foreign  capitals, 
and  while  others  grew  weary  from  jet 
lag,  endless  conferences,  and  diplomat- 
ic social  engagements,  Don  never 
stopped  briefing,  debriefing,  and  ca- 
bling back  his  discoveries  and  observa- 
tions to  the  White  House. 

To  know  Don  personally  as  well  as 
professionally  was  a  real  treat.  Even 
though  he  could  command  the  undi- 
vided attention  of  the  F*resident  of  the 
United  States  and  speak  in  behalf  of 
the  leader  of  the  free  world— both 
heady  experiences— Don  never  took 
himself  too  seriously.  He  had  a  won- 
derful wry  sense  of  humor  which 
always  kept  me  chuckling.  And  while 
he  was  obviously  a  serious  student  and 
participant  of  world  affairs  at  the 
highest  level,  he  could  still  appreciate 
this  Member's  own  wacky  brand  of 
humor. 

As  Don's  responsibilities  and  influ- 
ence increased,  he  never  changed  as  an 
individual  in  his  personal  relationships 
with  friends  and  colleagues.  In  a  town 
and  a  profession  where  egos  grow  and 
bump  into  each  other  with  unrelent- 
ing frequency,  Don  Fortier  was  a 
breath  of  old  fashioned  fresh  air. 

After  all  is  written  by  historians  re- 
garding the  significance  of  the  foreign 
policy  contributions  he  helped  craft 
for  the  President  that  he  advised  so 
well,  and  others  sift  through  the 
public  papers  and  private  memoranda 
to  determine  a  sense  of  history,  as  im- 
portant as  this  is— none  is  more  impor- 
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tant  than  the  legacy  Don  left  that 
challenges  the  old  saw  that  "nice  guys 
finish  last."  Eton  Portier  at  a  young 
age  rose  to  the  top  of  his  profession. 
He  was  one  of  those  rare  individuals 
that  we  meet  in  life,  ever  so  infre- 
quently, that  truly  merits  the  descrip- 
tive title  of  being  a  nice  guy.  We  miss 
him  a  great  deal. 

I  wish  to  extend  my  condolences  to 
Don's  mother  and  father,  Mr.  and 
Mrs.  Robert  Portier,  and  his  brother, 
Thomas,  and  to  Alison  and  their  son 
Graham  who  at  the  age  of  3  will  grow 
up  in  a  United  States  of  America 
which  is  more  secure,  more  hopeful  of 
peace,  and  more  dedicated  to  freedom 
because  of  what  his  father  accom- 
plished in  a  lifetime  that  ended  too 
soon. 

Mr.  Speaker,  there  are  several  Mem- 
bers here  tonight  who  knew  Don  per- 
sonally, who  I  want  to  recognize. 

The  first  gentleman  I  will  yield  to  is 
the  gentleman  from  Illinois  [Mr. 
Hyde]. 

D  2050 

Mr.  HYDE.  I  thank  the  gentleman 
for  yielding. 

I  thank  the  gentleman  for  holding 
this  special  order  in  order  to  com- 
memorate someone  we  knew  and  re- 
spected enormously. 

Mr.  Speaker,  they  say  the  good  die 
young,  and  the  accuracy  of  that  truth 
is  once  in  a  while  brought  home  and 
never  more  forcefully  than  with  the 
untimely  death  of  Don  Portier. 

They  say  that  service  is  the  rent  we 
pay  for  our  room  on  Earth.  If  that  is 
true,  Don  Portier  was  well  ahead  of 
himself.  He  paid  rent  for  a  lot  of  life- 
times in  the  short  39  years  that  he  was 
here  because  he  achieved  so  very 
much. 

His  life  was  abundantly  productive 
in  so  many  ways  in  a  city  that  is  peo- 
pled with  too  many  overbearing  and 
self-serving  power  brokers;  he  pos- 
sessed all  of  the  qualities  of  the  ideal 
public  servant. 

His  modesty,  his  dedication,  his  loy- 
alty, his  patriotism,  his  analytical 
prowess  combined  to  make  him 
uniquely  effective  at  building  bridges 
over  troubled  turbulent  waters. 

He  supplied  logic  and  sweet  reason- 
ing many  times  when  emotion  and  pol- 
itics intruded.  He  played  an  indispen- 
sable role  in  many  important  issues, 
particularly  in  forging  the  bipartisan 
coalition  in  support  of  the  President's 
Central  American  policy.  This  was  a 
prodigious  task.  A  lesser  man  would 
have  quit  a  lot  earlier.  But  Don  with 
characteristic  tenacity  refused  to  con- 
cede defeat,  and  consequently  this 
Nation,  this  evening,  is  on  the  verge  of 
turning  the  comer  on  a  national  secu- 
rity question  with  far-reaching  region- 
al and  global  implications.  If  we  can 
sustain  what  Don  worked  so  hard  to 
begin,  history  can  demonstrate  why 
we  and  the  rest  of  the  free  world  bene- 


fited immeasurably  from  his  devoted 
effective  service. 

Don  is  survived  by  his  lovely  wife 
Aison,  herself  an  outstanding  public 
servant;  a  son  Graham,  as  well  as  an- 
other child  soon  to  be  born.  I  do  not 
know  which  is  more  difficult,  to  have 
known  Don  and  loved  him  and  enjoyed 
his  company  or  never  to  have  known 
him  and  still  to  be  his  child. 

In  any  event,  their  loss  is  a  keen  one, 
and  we  in  some  small  way  share  it 
along  with  his  parents,  his  mother  and 
father,  brother  Tom,  and  grandmoth- 
er, Mrs.  Robert  Portier  of  Dayton,  OH. 
But  to  all  of  them  we  offer  our  deep- 
est sympathy  and  our  fervent  prayer 
that  somehow  these  words  and  those 
of  all  of  us  participating  in  this  memo- 
rial will  in  some  way  assuage  the  pain 
while  inscribing  on  the  public  record 
the  unique  legacy  of  this  rare  and  cou- 
rageous man. 

Pinally,  Mr.  Speaker.  I  want  to  com- 
mend the  President  for  allowing  Don 
Portier  to  be  buried  in  Arlington  Cem- 
etery. Such  a  final  resting  place  is  fit- 
ting and  appropriate  for  someone  who 
literally  gave  his  life  for  a  nation 
whose  destiny  he  strove  so  mightily  to 
help  shape.  He  was  a  patriot  whose 
contributions  to  his  country  were 
many  and  enduring.  He  used  his  short 
time  among  us  to  accomplish  so  very 
much. 

Somehow  the  real  pain  of  his  loss  is 
mitigated  by  the  pleasure  and,  yes.  the 
honor  of  having  known  him.  I  thank 
the  gentleman. 

Mr.  COLEMAN  of  Missouri.  I  thank 
the  gentleman  for  a  very  fine  state- 
ment. 

Mr.  Speaker,  I  yield  to  the  gentle- 
man from  California  [Mr.  Lantos]. 

Mr.  LANTOS.  I  thank  the  gentle- 
man for  yielding,  and  I  want  to  com- 
mend my  friend  from  Missouri  [Mr. 
Coleman]  for  bringing  us  together  to 
pay  tribute  to  Don  Portier. 

Mr.  Speaker.  Don  Portier  was  a 
friend  of  mine,  as  indeed  he  was  a 
friend  of  all  of  us.  Republicans  and 
Democrats,  who  have  come  to  learn 
his  passionate  patriotism,  his  deep 
commitment  to  public  service,  his  im- 
peccable scholarship,  and  his  unique 
qualities  as  a  husband  and  as  a  father. 
I  have  rarely  met  a  person  who  was 
more  serious  about  his  work. 

In  my  previous  incarnation  as  a  uni- 
versity professor.  I  had  come  to  appre- 
ciate scholarship.  I  do  not  think  in  all 
the  years  I  have  spent  here  in  Wash- 
ington both  as  a  Member  of  the  House 
and  as  a  staff  member  on  the  Senate 
side  before  I  ever  had  the  pleasure  of 
getting  to  know  someone  who  was  as 
demanding  of  himself  as  a  scholar. 

President  Reagan  could  not  have 
chosen  better  than  to  have  made  this 
brilliant,  dedicated,  outstanding  patri- 
ot his  deputy  national  security  adviser. 
He  loved  his  work.  I  have  never  seen 
a  person  whose  mind  was  as  constantly 
engaged  as  Don's  and  all  of  that  en- 


gagement had  the  purpose  of  answer- 
ing the  one  question:  How  best  to  pro- 
mote the  interests  of  the  United 
States. 

He  sat  next  to  me  at  the  Kremlin 
one -day  when  we  met  with  the  top 
Soviet  negotiator  on  arms  control.  Am- 
bassador Karpov. 

Now  while  we  had  a  distinguished 
and  a  strong  bipartisan  delegation.  I 
believe  I  am  accurate  in  saying  that  all 
of  us  combined  did  not  have  the  depth 
of  understanding,  the  appreciation  of 
the  nuances  of  arms  control  that  Don 
did. 

He  incessantly  worked  for  the  bene- 
fit of  our  Nation  and  even  when  he 
was  on  vacation  he  was  churning  forth 
endless  memorandums,  papers,  cables, 
telegrams,  to  tell  his  home  office  what 
is  happening,  with  a  degree  of  percep- 
tivity and  insight  and  appreciation  of 
other  cultures  that  was  extraordinary. 
Don  and  Alison  were  a  team.  They 
were  one  of  the  finest  teams  in  this 
Capital.  They  shared  the  love  and  ap- 
preciation of  what  this  Nation  is  and 
the  skills  of  foreign  policy  experts.  It 
was  such  an  infinite  joy  to  see  them 
greet  their  little  son  when  he  arrived 
some  3  years  ago. 

The  last  time  Annette  and  I  saw  Don 
was  at  Andrews  Air  Porce  Base  when 
he  had  a  little  boy  in  his  arms  greeting 
Alison  as  he  was  returning  from  a  dif- 
ficult and  arduous  journey  abroad. 

The  sparkle,  the  joy,  the  intelligence 
in  that  little  boy's  eyes  give  all  of  us 
hope  that  someday  he  will  carry  on  his 
father's,  Don's,  work. 

To  Eton's  grandmother,  his  parents, 
brother,  but  particularly  to  Alison  and 
Graham  and  the  little  baby  yet  to  be 
born,  my  wife  Annette  and  I  are  send- 
ing our  love  and  our  affection. 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker.  I  yield  to  our  ranking  Repub- 
lican member  of  the  Committee  on 
Poreign  Affairs,  the  gentleman  from 
Michigan  [Mr.  Broomfield]. 

Mr.  BROOMPIELD.  Mr.  Speaker.  I, 
too.  want  to  join  my  other  colleagues 
in  thanking  the  gentleman  from  Mis- 
souri [Mr.  Coleman]  for  having  this 
special  order  in  order  to  talk  about  a 
man  who  all  of  us  thought  a  great  deal 
about. 

Mr.  Speaker,  it  has  been  said  that 
wisdom  comes  with  age.  Por  Don  Por- 
tier. however,  wisdom  came  early  in 
life.  Because  of  his  many  talents  and 
his  compassionate  ways,  those  of  us 
who  knew  Don  are  saddened  by  the 
loss  of  that  brilliant  young  man. 

His  gifts  were  recognized  early  in 
life.  He  distinguished  himself  in  the 
academic  world  and  in  the  private 
sector.  His  love  of  his  country  and  in- 
terest in  national  security  affairs 
brought  him  to  Washington. 

A  nation,  as  ours,  with  global  inter- 
ests needs  good  thinkers  and  men  of 
vision  who  can  lay  the  basis  ol  Ameri- 
ca's national  security  policies.  While 
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there  are  many  who  claim  expertise  in 
national  security  issues,  there  are  few, 
however,  with  the  stature  of  Don  Por- 
tier. 

Recent  years  have  presented  real 
challenges  to  American  foreign  policy 
planners.  America  has  successfully 
faced  those  challenges  in  the  past  few 
years. thanks  to  the  wisdom  and  devo- 
tion to  duty  of  Don  Portier.  He  was 
the  architect  of  what  has  been  called 
the  Reagan  doctrine.  He  was  a  key 
player  in  crafting  our  Government's 
policy  for  dealing  with  Libya  and  Nica- 
ragua. 

In  working  on  those  and  other  vital 
issues.  Don  Portier's  intellect  and  crea- 
tivity helped  America  steer  a  steady 
course  in  our  relations  with  those  and 
other  nations. 

I  am  certain  that  history  will  bear 
witness  to  the  mighty  contributions  of 
Don  Portier.  He  was  a  tireless  and 
humble  public  servant  who  gave  much 
of  himself  to  his  country.  A  gifted  and 
dedicated  man  has  been  taken  from 
his  family  and  all  of  us  in  the  prime  of 
his  life.  He  will  live  on  among  all  of  us 
in  the  warm  memories  tht  he  has  left 
behind. 

Mr.  COLEMAN  of  Missouri.  I  thank 
the  gentleman  for  those  warm  com- 
ments. 

Mr.  Speaker.  I  yield  to  the  gentle- 
man from  New  York  [Mr.  Oilman]. 

Mr.  OILMAN.  I  thank  the  gentle- 
man from  Missouri  [Mr.  Coleman]  for 
yielding,  and  I  thank  him  for  arrang- 
ing this  special  order. 

Mr.  Speaker,  we  are  all  deeply  sad- 
dened by  the  tragic  loss  of  Donald  R. 
Portier  at  the  youthful  age  of  39.  Many 
of  us  participating  in  this  special  order 
came  to  know  Don  best  during  his  years 
on  the  staff  of  our  House  Committee  on 
Poreign  Affairs  after  graduating  from 
Miami  University  and  after  earning  a 
master's  degree  at  the  University  of 
Chicago.  He  was  especially  active,  in 
those  days,  on  the  issues  of  nuclear 
nonproliferation  and  nuclear  disarma- 
ment, which  are  so  essential  to  world 
peace. 

When  Don  left  our  Poreign  Affairs 
Committee  to  join  the  Department  of 
State  and  the  staff  of  the  National  Se- 
curity Council,  his  responsibilities,  and 
his  areas  of  expertise,  multiplied,  as 
did  the  number  of  people  who  knew 
and  admired  him.  Don  Portier  is  cred- 
ited with  working  out  numerous  politi- 
cal compromises  to  resolve  important 
foreign  policy  standoffs  within  the 
American  political  context,  and  with 
having  focused  the  administration's  ef- 
forts against  terrorism. 

Not  too  many  of  us  were  aware  that 
Don  had  helped  draft  the  foreign 
policy  planks  of  the  1984  OOP  plat- 
form and  had  coached  the  President 
before  his  second  election  debate  with 
Walter  Mondale.  President  Reagan 
stressed  Don's  tirelessness,  brilliance, 
and  creativity  in  paying  tribute  to  him 
on  his  passing.  His  friends  knew  him 


as  a  self-effacing  individual  with  a 
great  sense  of  humor. 

Don's  loss  is  tragic,  too,  because  he 
was  so  young,  and  had  so  much  to  give 
to  his  family  and  to  his  Nation.  My 
family  and  I  join  our  colleagues  in  ex- 
tending our  sympathies  to  Don's 
widow,  our  friend  and  former  Poreign 
Affairs  staff  member.  Alison  Brenner 
Portier.  to  their  son.  Oraham.  and  to 
Don's  parents,  grandparents,  and 
family  suryivors. 

I  thank  the  gentleman  for  yielding. 

Mr.  COLEMAN  of  Missouri.  I  thank 
the  gentleman  for  his  contribution. 

Mr.  Speaker.  I  yield  to  the  gentle- 
man from  California   [Mr.   Lagomar- 

SINO]. 

Mr.  LAOOMARSINO.  I  thank  the 
gentleman  for  yielding. 

Mr.  Speaker,  on  August  23.  the 
United  States  lost  a  very  learned  loyal 
and  patriotic  citizen.  Donald  Portier. 
Many  of  us  lost  a  good  friend.  Serving 
the  people  of  the  United  States  in  var- 
ious capacities  including  as  a  staff 
person  for  the  House  Poreign  Affairs 
Committee.  National  Security  Council, 
Don  Portier  quietly,  but  very  intelli- 
gently, helped  formulate  and  direct 
America's  foreign  policy.  His  involve- 
ment in  the  Government  was  not  for 
self-seeking  goals  but  for  the  benefit 
of  our  great  Nation  and  the  interests 
of  its  people. 

President  Reagan  said  that  Don  was 
a  man  "who  worked  tirelessly  and  bril- 
liantly in  developing  our  national  secu- 
rity policy.  His  creativity  in  the  search 
for  lasting  peace  throughout  the  world 
contributed  significantly  to  our 
progress  toward  that  goal."  How  right 
the  President  is.  Don  was  the  model 
citizen.  Despite  his  intelligence  and 
position  of  enormous  responsibility,  he 
did  not  appear  on  talk  shows  or  attend 
fancy  parties.  Instead,  he  devoted  over 
12  hours  a  day  to  foreign  policy  man- 
agement. He  was  very  instrumental  in 
shaping  American  policy  toward 
Libya.  Central  America,  and  China. 
Always  concerned  about  peace,  Don 
helped  promote  lasting  peace  between 
Pakistan  and  India.  Don's  interest  in 
nuclear  proliferation  and  his  endless 
efforts  aimed  at  limiting  the  spread  of 
nuclear  weapons  around  the  world  is 
to  the  benefit  of  all  mankind. 
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I  know  that  we,  the  American 
people,  will  miss  Don  very  much.  Aside 
from  his  outstanding  contributions  to 
our  foreign  policy,  Don  Portier  was  a 
devoted  family  man  who  left  behind  a 
lovely  wife  Alison,  and  son  Graham,  a 
mother  and  father,  brother,  and 
grandmother.  It  is  tragic  that  such  a 
loyal  patriot  succumbed  to  cancer  so 
early  in  the  prime  of  his  life.  Good 
men  are  rare,  and  it  saddens  all  of  us 
when  we  lose  one  like  Don  Portier. 

We  extend  our  condolences  to  his 
widow,  his  son  and  his  family. 


Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  thank  the  gentleman  for 
his  comments. 

Mr.  Speaker,  we  have  heard  from 
many  Members  here  tonight,  and  I 
will  be  recognizing  another  one  In  just 
a  moment,  but  I  think  it  is  so  obvious 
how  much  Don  was  loved  and  appreci- 
ated by  the  people  that  he  served  as  a 
member  of  the  staff  of  this  committee 
that  all  of  us  had  had  an  opportunity 
to  deal  with  him  on.    - 

I  think  also  the  fact  that  he  was  a 
hard  worker  has  been  remarked  on  on 
several  occasions.  I  think  also  we 
ought  to  acknowledge  that  even  while 
Don  was  fighting  cancer  and  he  was  at 
home  for  these  periods  of  time  when 
he  was  doing  that,  undergoing  treat- 
ment for  that  disease,  he  continued  to 
have  the  tremendous  input  and  work 
that  he  has  exemplified  throughout 
his  whole  public  career  to  work  on 
these  very  important  issues  that  have 
been  mentioned  tonight  from  his  bed 
in  his  home.  Indeed,  he  worked  until 
the  final  moments  of  his  life  on  behalf 
of  this  country. 

Mr.  Speaker,  I  yield  to  my  friend, 
the  gentleman  from  Pennsylvania 
[Mr.  Clinger]. 

Mr.  CLINOER.  Mr.  Speaker.  I  thank 
the  gentleman  for  yielding  to  me. 

Pirst  of  all.  I  would  like  to  offer  my 
very  sincere  congratulations  for  the 
gentleman  bringing  this  special  order 
to  memorialize  our  very  dear  friend, 
Don  Portier. 

Nothing  is  quite  so  tragic  and  dis- 
heartening as  when  a  young  man  with 
the  extraordinary  talents  and  the 
great  future  is  cut  down  before  realiz- 
ing his  full  potential,  and  Don  Portier 
was  such  a  man.  He  was  indeed  a  man 
of  uncommon  ability.  He  enjoyed  a 
meteoric  rise  in  Government  service 
based  solely  on  that  uncommon  ability 
and  his  solid  contributions  to  the  de- 
velopment of  public  policy  at  every 
stop  along  the  way. 

He  first  gained  notice,  as  has  been 
mentioned,  as  a  national  security  con- 
sultant to  the  Rand  Corp.  and  then 
moved  to  the  House  Poreign  Affairs 
Conunittee  as  a  senior  adviser.  But  it 
was  with  his  service  to  the  Reagan  ad- 
ministration, first  in  the  State  Depart- 
ment and  later  as  Deputy  Assistant  to 
the  President  for  National  Security 
Affairs,  that  Don  really  made  his 
mark  and  earned  the  admiration  and 
respect  .  of  knowledgeable  people 
throughout  the  national  security  com- 
munity. 

In  addition  to  being  a  consumate 
and  highly  skilled  professional.  Don 
was  just  a  fine  human  being.  No 
seeker  of  the  limelight,  he  preferred 
to  work  hard  and  largely  anonymously 
to  make  others  look  good.  It  is  unusual 
in  this  town,  to  say  the  least,  to  find  a 
Government  official  in  a  position  of 
high  responsibility  such  as  Don  had 
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who  was  less  involved  with  his  own 
ego. 

Don  did  accompany  the  U.S.  delega- 
tion to  the  European  Parliament,  to 
several  of  our  meetings,  along  with  his 
wife  Alison.  He  was  a  most  engaging 
traveling  companion,  as  those  of  us 
who  went  with  him  on  those  trips 
know.  I  would  also  say  he  was  a  tre- 
mendous asset  to  our  delegation 
during  our  debates  with  our  European 
counterparts. 

I  particularly  recall  a  luncheon  that 
my  wife  Judy  and  I  shared  with  Don 
and  Alison  at  a  small  restaurant  in 
Budapest  a  couple  of  years  ago.  Don 
talked  about  the  future.  He  and  Alison 
had  many  plans.  They  were  enthusias- 
tic and  optimistic  about  their  future, 
and  they  really  had  reason  to  be,  given 
their  soaring  talent  and  the  obvious 
strong  loving  strength  of  their  mar- 
riage. That  Don  will  not  be  here  to 
share  that  future  with  Alison  and 
their  son  Graham  is  a  tragedy  for 
them,  for  us.  and  I  believe  for  the 
country. 

We  will  all  miss  Don,  and  even  those 
who  never  knew  him  will  miss  his  con- 
tributions. 

His  quiet  competence,  his  engaging 
personality,  his  inciteful  suggestions 
will  all  be  missed.  I  express  my  condo- 
lences and  my  wife  Judy's  condolences 
to  Alison  and  to  Graham. 

Mr.  COLEMAN  of  Missouri.  I  say  to 
the  gentleman  from  Pennsylvania,  as 
we  are  required  to  talk  to  each  other 
here  on  the  floor,  we  all  have  our  Don 
Portier  stories,  and  we  all  could  have 
told  them.  I  think  the  thread  that 
nms  through  all  of  them  is  he  was  a 
man  who  was  so  down  to  earth  and 
who  had  such  great  intellect,  and  yet 
had  so  much  common  sense. 

The  gentleman  mentioned  what  a 
tragedy  it  is  that  Don  will  not  be 
around  for  those  plans  that  he  and 
Alison  had  made.  The  fact  is  that  he 
has  fashioned  the  future  of  this  world 
in  a  way  that  few  of  us  will  ever  have 
the  opportunity  of  doing.  I  think  that 
that  is  a  legacy  that  all  of  us  would 
like  to  leave. 

Mr.  Speaker,  because  of  the  hour, 
there  were  several  Members  who 
wanted  to  participate  in  this  special 
order  tonight.  I  would  indulge  the 
Chair  because  of  the  special  consider- 
ations that  we  had  for  Don,  if  I  might 
read  a  few  of  these  into  the  Record 
before  putting  them  into  the  Record. 

Mr.  Speaker,  the  first  one  is  from 
our  whip.  Trent  Lott.  who  knew  Don 
personally.  His  statement  was  that  he 
recognizes  the  great  commitment  and 
dedication  of  Don  Portier.  the  former 
Deputy  Staff  Director  of  the  National 
Security  Council  and  an  influential 
and  highly  respected  member  of  the 
President's  foreign  policy  team. 

Trcht  Lott,  along  with  many  of  his 
colleagues,  is  deeply  saddened  to  learn 
of  Don's  death  on  August  23. 
He  writes: 


I.  personally,  will  long  remember  Don  Por- 
tier as  a  man  who  loved  his  country.  It  was 
such  a  pleasure  for  me  to  work  in  my  role  as 
chairman  of  the  1984  Republican  Platform 
Committee  with  Don.  as  he  assisted  the 
committee  with  the  foreign  policy  platform. 
In  his  role  on  the  National  Security  Council 
staff,  Don  was  a  key  figure  in  such  initia- 
tives as  the  administration's  policy  on  Libya. 
and  the  Reagan  doctrine  in  Latin  America. 
Don  Portier  lived  his  life  in  what  I  refer  to 
as  the  style  of  "silently  effective."  Don  Por- 
tier was  a  quiet  and  thoughtful  man  who 
made  a  tremendous  contribution  to  our 
Nation.  He  will  long  be  remembered  by 
those  of  us  who  were  fortunate  enough  to 
have  known  and  worked  with  him. 

Mr.  Speaker,  I  also  have  received  a 
letter  from  the  gentleman  from  Penn- 
sylvania [Mr.  Yatron].  Among  the 
things  that  the  gentleman  from  Penn- 
sylvania states  in  a  very  articulate  way 
is: 

Donald  Portier's  passing  saddens  us.  not 
only  because  of  his  young  age.  but  because 
of  who  he  was  and  what  he  contributed.  He 
was  a  leader  during  every  phase  of  his  short 
career.  While  he  was  on  the  Poreign  Affairs 
Committee  staff,  his  intellect  and  creativity 
earned  the  respect  of  his  coworkers,  as  well 
as  members  of  the  Committee  on  both  sides 
of  the  aisle.  When  he  joined  the  National 
Security  Council  staff,  his  responsibilities 
escalated  as  did  the  recognition  of  his  tre- 
mendous talent.  But  there  was  one  person 
who  remained  unaffected  by  his  accomplish- 
ments—that person  was  Don  Portier  him- 
self. 

Striving  for  peace  and  bipartisan  consen- 
sus was  characteristic  of  Don.  What  he  did 
during  his  short  career  so  his  country  could 
attain  these  goals  will  not  be  forgotten. 
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Mr.  Speaker,  we  have  heard  from 
people  on  both  sides  of  the  political 
aisle  tonight,  and  I  woud  like  to  read  a 
statement  from  the  gentleman  from 
Indiana. 

I  would  like  to  read  it.  because  I 
think  it  says  so  much,  especially  from 
the  chairman  of  the  subcommittee 
that  Don  worked  on  originally  as  a  Re- 
publican staffer  but  who  ended  up 
serving  the  entire  Foreign  Affairs 
Committee  on  both  sides  of  the  aisle. 

Mr.  Hamilton's  statement  is  as  fol- 
lows: 

Mr.  Speaker.  I  am  pleased  to  join  several 
of  my  colleagues  in  paying  tribute  to  Don 
Portier.  Don  served  his  Nation  well,  and 
many  of  us  are  in  his  debt  for  his  efforts  to 
protect  and  promote  U.S.  interests  and 
international  understanding  and  reconcilia- 
tion. Don's  wife.  Alison  Brenner  Portier, 
their  son  Graham  and  his  family  can  be 
deeply  proud  of  his  accomplishments  and 
can  join  us  in  taking  inspiration  from  his 
dedication  to.  and  solid  accomplishments  for 
the  betterment  of  this  country. 

I  had  known  Don  for  a  decade.  He  was 
bright,  articulate,  always  seeking  compro- 
mise and  alternatives,  and  always  with  a 
clear  sense  of  the  national  interests  of  the 
United  States.  His  sense  of  humor,  his  sense 
of  duty  and  his  willingness  to  let  others  take 
the  headlines  for  his  ideas  were  invaluable 
assets  in  his  all  too  short  career  in  Washing- 
ton. On  some  issues,  we  may  have  had  dis- 
agreements, but  Don  was  always  willing  to 
talk,  always  trying  to  find  a  mutually  ac- 


ceptable way  through  a  problem.  His  ap- 
proach and  his  personality  gained  the  re- 
spect and  admiration  of  friends  and  col- 
leagues on  the  Committee  on  Poreign  Af- 
fairs, in  the  State  Department  and  on  the 
National  Security  Council  staff. 

It  is  indeed  tragic  to  see  someone  in  his 
prime  who  is  giving  so  much  of  himself  for 
the  good  of  others  to  be  hit  by  a  debilitating 
illness  and  early  death.  We  all  mourn  his 
loss,  but  we  can  and  must  carry  on  his  work 
and  try  to  build  on  his  many  contributions. 
Don  would  want  it  no  other  way.  Alison  has 
many  cherished  memories.  She  and  her  chil- 
dren will  be  able  to  look  to  the  future  with  a 
deep  sense  of  pride  and  knowledge  that  they 
can  build  on  Don's  accomplishments. 

Mr.  Speaker,  when  several  former 
Members  of  the  House  heard  about 
this  special  order,  they  wanted  to  have 
their  voices  heard  tonight.  Since  they 
do  not  have  the  opportunity  of  placing 
anything  in  the  Record  themselves.  I 
do  want  to  read  their  statements. 

The  first  one  is  from  the  former 
Member  from  Illinois.  Paul  Pindley. 
His  statement  is  as  follows: 

As  I  reflect  on  my  22  years  in  the  Con- 
gress, some  of  the  most  satisfying  memories 
arise  from  the  work  of  young  people  I  had 
the  privilege  of  bringing  into  Government 
service. 

Ten  years  ago  my  senior  position  on  the 
Committee  on  Poreign  Affairs  enabled  me 
to  employ  a  staff  assistant  for  my  commit- 
tee work.  One  of  those  under  consideration 
was  Donald  R.  Portier,  then  working  on  his 
doctorate  at  the  University  of  Chicago 
under  the  supervision  of  Prof.  Alfred  Wohl- 
stetter.  I  telephoned  the  professor  and 
learned  that  he  held  Don  in  the  highest 
esteem.  Then  I  telephoned  Don,  who  ex- 
plained that  he  was  in  the  final  stages  of 
doctoral  preparation  but  would  like  to  meet 
me  and  learn  more  about  the  position.  Pour 
days  later,  returning  to  Washington  after  a 
weekend  schedule  in  downstate  Illinois,  I 
interviewed  him  between  planes  at  O'Hare 
airport  in  Chicago  and  offered  him  the  job. 

Don  decided  that  the  position  was  suffi- 
ciently appealing  to  justify  interrupting  his 
doctoral  pursuit.  For  me,  it  was  a  happy  cir- 
cumstance. He  proved  to  be  serious,  disci- 
plined, loyal,  and  unassuming  in  his  work 
habits.  A  specialist  in  the  problems  of  nucle- 
ar proliferation,  he  quickly  led  me  into  fas- 
cinating and  productive  work  in  the  im- 
provement of  nonproliferation  legislation. 
He  also  helped  me  in  my  pursuit  of  North 
Atlantic  Treaty  Organization  goals.  He  ac- 
companied me  to  Europe  for  one  of  the  con- 
ferences of  the  North  Atlantic  Assembly. 

His  drafting  was  always  meticulous  in  con- 
struction and  carefully  reasoned.  He  had  a 
flair  for  colorful  expressions,  a  delightful 
break  from  the  bland  verbiage  that  seems  to 
dominate  Capitol  Hill.  I  could  be  sure  that 
whatever  he  brought  for  my  consideration 
would  be  done  beautifully. 

The  high  quality  of  his  professionalism 
was  quickly  recognized  by  Chairman  Clem- 
ent Zablocki,  and  Don  was  offered— and  ac- 
cepted—a position  on  the  staff  of  the  full 
committee.  This  was  a  tribute  to  Don's 
qualities,  as  it  is  rare  for  staff  members  em- 
ployed by  Republicans  to  move  to  staff  posi- 
tions directed  by  Democrats.  Although  a 
Republican  and  firmly  supportive  of  my 
campaigns  for  reelection,  he  never  wore  par- 
tisanship on  his  sleeve.  When  he  moved  to 
the  full  committee,  I  chose  Alison  Brenner, 
another  talented  doctoral  candidate,  as  his 
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replacement.  She  later  became  Don'e  bride 
and  the  mother  of  his  son. 

On  the  full  committee  staff,  he  quickly 
became  recognized  as  the  expert  on  all  mat- 
ters related  to  nuclear  policy  questions  and 
shortly  thereafter  was  drawn  to  a  position 
on  the  policy  planning  staff  at  the  State  De- 
parment.  then  to  the  National  Security 
Council.  His  rise  to  the  position  of  deputy  to 
the  President's  adviser  on  national  security 
was  phemomenal.  It  was  swift  but  quiet. 
Eton  sped  up  the  ladder  totally  on  merit.  It 
wasn't  his  style  to  cut  up  people,  to  climb 
over  dead  bodies.  He  did  not  push  himself 
up.  He  was  pulled  up  by  superiors  who  rec- 
ognized his  remarkable  talent. 

Donald  R.  Portier  lived  a  long  and  produc- 
tive life  but  compressed  it  into  39  short 
years.  I  tsUce  great  satisfaction  and  pride  in 
having  had  the  privilege  of  opening  the  first 
door  through  which  he  entered  public  serv- 
ice. 

He  leaves  behind  people  in  sorrow,  parti- 
cularly his  wife  and  their  son.  But  he  also 
leaves  behind  a  standard  of  excellence  in 
public  service  which  will  inspire  others  in 
years  to  come. 

Mr.  Speaker,  the  ranking  Republi- 
can for  many  years  on  the  subcommit- 
tee on  which  Don  originally  worked, 
and  his  wife,  Allison,  later  worked,  was 
Mr.  Larry  Winn,  a  former  Member 
from  Kansas.  Congressman  Winn  has 
a  statement  which  I  would  like  to  read 
into  the  Record.  He  makes  the  follow- 
ing statement: 

I  appreciate  the  courtesy  of  Mr.  Coleman 
of  Missouri  for  giving  me  a  chance  to  pay 
tribute  to  a  good  friend  and  former  staff 
member  of  the  House  Poreign  Affairs  Com- 
mittee, Don  Portier. 

I  had  the  privilege  of  working  with  Don 
directly  and  indirectly  on  the  House  Poreign 
Affairs  Committee.  His  talented  wife,  Alli- 
son, was  assigned  to  me  when  I  was  ranking 
Republican  on  the  Subcommittee  on  Europe 
and  the  Middle  East.  Before  Don  left  the 
Poreign  Affairs  Committee  to  take  an  im- 
portant position  with  the  National  Security 
Council.  I  had  the  distinct  advantage  of  his 
keen  knowledge  and  opinions  on  many  sub- 
jects. I  first  found  that  he  had  a  fantastic 
knowledge  of  the  nuclear  nonproliferation 
subject  matter.  However,  he  did  not  try  to 
push  his  own  ideas  on  members  of  the  com- 
mittee who  wanted  to  "pick  his  brains." 
Later  I  found  that  I  could  count  on  Don 
Portier  to  furnish  me  with  factual,  unbiased 
information  on  many  subjects,  whether  we 
were  discussing  them  on  planes,  buses, 
meeting  with  heads  of  state  or  diplomats. 

When  Allison  was  assigned  to  me,  I  felt  I 
got  two  for  the  price  of  one.  Don  and  Alli- 
son were  a  great  team.  I  was  fortunate  to 
have  the  counsel,  advice  and  wisdom  of 
both.  I  have  no  doubt  that  they  made  me  a 
better  Member  of  the  House  Poreign  Affairs 
Committee,  a  better  Member  of  Congress 
and  better  person. 

I  am  sure  that  others  will  put  quotas,  re- 
marks and  editorials  from  the  many  and  ad- 
mired Don  Portier  in  the  Record  today.  All 
comments  about  Don  are  extremely  well  de- 
served. I  will  miss  him. 

Mr.  Speaker,  we  do  have  several  edi- 
torials that  have  been  written  on  Don. 
It  is  very  unusual  for  somebody  who 
quietly  worked  behind  the  scenes  to  be 
recognized  as  Don  has  been  in  his 
passing,  but  there  is  an  outstanding 
editorial  in  the  Washington  Post  I 
want  to  put  into  the  Record,  and  an 


equally  flattering  editorial  that  Don 
so  deserved  also  appeared  in  the  Wall 
Street  Journal. 

[Prom  the  Washington  Post.  Aug.  26,  19861 
Donald  R.  Portier 

Donald  R.  Portier,  the  number-two  man 
on  the  White  House  National  Security  staff, 
who  died  on  Saturday  at  the  age  of  39.  was 
not  well  known  beyond  a  relatively  small 
personal  and  professional  circle.  There  was 
something  modest,  spare  and  tidy  about  the 
obituaries  that  appeared  when  Mr.  Portier 
died,  which  would  no  doubt  have  been  just 
what  he  wanted  and  which  also,  in  a  way, 
reflected  the  style  in  which  he  chose  to  live 
his  life.  Mr.  Portier  was  uncommonly  intelli- 
gent and  discreet.  He  was  the  model  staff 
person,  and  we  mean  that  as  a  compliment. 
His  involvement  in  government  was  the  op- 
posite of  self-seeking.  His  commitment  was 
to  his  work,  to  policy  wisdom  and  success— 
not  to  his  own  image  or  reputation  or  acqui- 
sition of  power. 

That  there  are  such  people  in  Washington 
would  not  be  immediately— or,  perhaps, 
ever— apparent  to  the  fabled  man  from 
Mars  dropping  in  on  us  without  special 
knowledge  of  our  ways.  For  it  is  very  much 
in  vogue  these  days  to  disparage  staff 
people  as  creeps  with  special  agendas  or 
runaway  policy  makers  who  subvert  their 
bosses  and  are  unaccountable  to  the  public 
or  hired  guns  who  will  do  any  sides  bidding 
or  merely  statistical  evidence  of  the  bur- 
geoning of  the  federal  payroll,  as  people 
gasp  and  sigh  about  how  big  staff  has 
become  in  all  three  branches. 

From  the  grousing  you  would  not  judge 
that  there  are  dedicated,  invaluable,  self-ef- 
facing folks  like  Don  Portier  around,  but 
there  are.  We  aren't  meaning  to  suggest 
that  Mr.  Portier.  who  came  to  the  executive 
branch  from  the  Hill  and  before  that,  the 
Rand  Corporation,  achieved  some  kind  of 
perfection.  When  we  observe  that  he  sought 
policy  wisdom,  we  don't  mean  to  imply  he 
always  found  it.  Who  does?  We  mean  to  say 
merely  that  he  was  in  a  very  serious  line  of 
work  and  he  brought  a  suitable  degree  of  se- 
riousness to  it. 

And  he  knew  what  was  important:  Mr. 
Portier  was  perl  ips  best  known  over  the 
years  for  his  interest  in  nuclear  nonprolif- 
eration; he  was  one  of  the  true  experts  on 
that  subject,  and  worked  tirelesly  to  try  to 
limit  the  spread  of  nuclear  weapons  around 
the  world.  His  death  at  so  young  an  age  was 
a  cruelty,  not  just  to  his  family  and  friends 
and  professional  colleagues,  but  also  to 
people  who  stood  to  profit  from  his  best  ef- 
forts in  government— people  who  never 
knew  his  name. 

[Prom  the  Wall  Street  Journal,  Aug.  26. 

1986] 

Donald  R.  Portier 

Even  among  the  politically  aware,  few 
Americans  will  recognize  the  name  Don  Por- 
tier. But  for  anyone  who  admires  the  re- 
birth of  American  self-confidence  in  foreign 
policy  during  the  current  administration,  it 
is  a  name  that  should  be  remembered  well. 

Donald  R.  Portier.  39.  died  Saturday  night 
in  Georgetown  University  Hospital;  he  had 
been  ill  with  liver  cancer  since  May.  As 
deputy  director  of  the  National  Security 
Council  staff,  he  had  been  a  key  player  in 
such  initiatives  as  the  administration's 
policy  on  Libya,  the  acceleration  of  stealth 
aircraft  technology,  the  bid  for  Indian-Paki- 
stani rapprochement,  a  nuclear  non-prolif- 
eration arrangement  with  China  and  the 
Reagan  doctrine  in  Latin  America. 


It  was  Mr.  Portier's  talent  to  accomplish 
such  things  and  still  be  known  as  'no  ideo- 
logue." He  was  of  course  a  student  of  Albert 
Wohlstetter,  the  consummate  strategic  real- 
ist: he  was  an  alumnus  of  Rand  Corp..  a  tire- 
less Republican  staff  member  on  Capitol 
Hill,  a  drafter  of  the  1984  Republican  plat- 
form on  foreign  policy  and  briefer  for 
Ronald  Reagan  in  his  campaign  debates.  He 
was  scarcely  a  man  without  opinions. 

"Self-effacing"  is  though,  the  adjective 
that  springs  to  mind  with  everyone  who 
knew  him.  His  careful  avoidance  of  the  lime- 
light was  instrumental  in  his  success  as  a 
consensus  builder,  both  within  the  adminis- 
tration and  with  Congress.  In  debilitating 
him.  his  illness  also  crippled  the  NSC  ma- 
chinery. 

It  is  tragic  to  see  such  a  talent  struck 
down  so  quickly  in  the  prime  of  hfe.  But  it 
is  inspiring  to  remember  that  in  an  age  of 
publicity  and  in  a  town  of  the  self-impor- 
tant, a  quiet  and  thoughtful  man  could 
make  so  large  a  contribution. 

Mr.  Speaker,  all  of  us  tonight  spoke 
from  the  heart,  as  well  as  from  notes, 
and  I  think  all  of  us  who  knew  Don 
loved  him  and  appreciated  his  talents 
and  his  work.  We  will  miss  him  great- 
ly. There  are  many  tonight  who  were 
unable  to  be  here;  there  are  many 
people  tonight  who  cannot  come  to 
the  floor  of  the  House  to  make  state- 
ments. But  I  know  that  all  of  his  col- 
leagues who  he  worked  with  in  the  ex- 
ecutive branch  and  in  the  legislative 
branch  join  with  all  of  us  who  had  this 
opportunity  to  talk  about  our  friend, 
Don  Fortier. 

Mr.  LOTT.  Mr.  Speaker,  I  rise  today  to  rec- 
ognize the  commitment  and  dedication  of 
Donald  R.  Fortier,  the  former  Deputy  Staff  Di- 
rector of  the  National  Security  Council  and  the 
Influential  and  highly  respected  member  of 
President  Reagan's  foreign  policy  team. 

I,  along  with  many  of  my  colleagues,  vrare 
deeply  sadded  to  learn  of  Don's  death  on 
August  23.  I,  personally,  will  long  remember 
Don  Fortier  as  a  man  who  loved  his  country.  It 
was  such  a  pleasure  for  me  to  work  In  my  role 
as  chairman  of  the  1984  Republican  Platform 
Committee  with  Don.  as  he  assisted  the  com- 
mittee with  the  foreign  policy  platform.  In  his 
role  on  the  National  Security  Council  staff, 
Don  was  a  key  figure  in  such  Initiatives  as  the 
administration's  policy  on  Libya,  and  the 
Reagan  doctrine  In  Latin  America.  Don  Fortier 
lived  his  life  in  what  I  refer  to  as  the  style  of 
"silently  effective."  Don  Fortier  was  a  quiet 
and  thoughtful  man  who  made  a  tremendous 
contribution  to  our  Nation.  He  will  long  t)e  re- 
membered by  those  of  us  who  were  fortunate 
enough  to  have  known  and  worked  with  him. 

Mr.  YATRON.  Mr.  Speaker,  I  would  like  to 
join  my  colleagues  In  paying  tribute  to  a  young 
man  whose  distinctive  Imprint  was  recognized, 
arKJ  will  be  remembered,  by  every  individual 
he  encountered. 

[Donald  Fortier's  passing  saddens  us,  not 
only  because  of  his  young  age.  but  t>ecause 
of  who  he  was  and  what  he  contributed.  He 
was  a  leader  during  every  phase  of  his  short 
career.  While  he  was  on  the  Foreign  Affairs 
Committee  staff,  his  Intellect  and  creativity 
earned  the  respect  of  his  coworkers,  as  well 
as  members  of  the  committee  on  both  sides 
of  the  aisle.  When  he  joined  the  National  Se- 
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curity  Council  staff,  his  responsibilities  escalat- 
ed as  did  the  recognition  of  his  tremendous 
talent.  But  there  was  one  person  who  re- 
mained unaffected  by  his  accomplishments— 
that  person  was  Don  Fortier  himself. 

Striving  for  peace  and  bipartisan  consensus 
was  characteristic  of  Don.  What  he  did  during 
his  short  career  so  his  country  could  attain 
these  goals  will  not  be  forgotten. 

Mr.  FASCELL.  Mr.  Speaker,  the  untimely 
death  of  Donald  R.  Fortier  on  August  23  is  a 
grievous  loss  for  all  of  us.  We  on  the  Foreign 
Affairs  Committee,  wtiere  he  served  as  a 
senior  adviser  from  1975  to  1981,  have  lost  a 
brilliant  colleague  and  friend.  The  National  Se- 
curity Council,  wf>ere  he  served  in  recent 
years,  has  lost  a  highly  creative  and  effective 
deputy  director.  The  Congress  has  lost  a 
valued  ally  in  implementing  a  truly  effective, 
bipartisan  foreign  policy.  And  the  Nation  has 
lost  the  services  of  a  highly  respected  and  in- 
fluental  public  servant  dedicated  to  achieving 
peace  and  security  for  his  country  and  for  the 
*w)rld. 

His  many  successes  in  crafting  foreign 
policy  initiatives  in  Latin  America,  in  the  battle 
against  international  terrorism,  in  promoting 
peace  between  India  and  Pakistan,  and  in 
other  areas,  were  unknown  to  the  general 
public— tiecause  Don  Fortier  wanted  it  that 
way.  This  young  man  of  enormous  abilities 
preferred  to  work  quietly,  behind  the  scenes; 
he  was  far  too  busy  doing  his  job  to  worry 
atxjut  getting  any  of  the  credit. 

For  those  of  us  who  knew  and  admired  him, 
the  credit  was  always  there,  reflected  in  the 
way  he  was  able  to  achieve  consensus  within 
the  administration,  and  with  the  Congress,  on 
critical  foreign  policy  issues  in  which  he  was 
involved.  No  ideologue,  he  was  a  thorough- 
going professional  who  worked  tirelessly  in 
behalf  of  all  of  us,  seeking  to  limit  the  spread 
of  nuclear  weapons  throughout  the  worid. 

He  accomplished  much  in  his  39  years.  To 
have  Ijeen  taken  from  us  so  soon  rrierely  un- 
derscores the  loss  we  share.  Our  prayers  go 
out  to  Don's  wife,  Allison,  to  his  son,  Graham, 
and  to  all  of  his  family.  In  a  different  but  im- 
portant way,  Vneu  loss  is  ours  as  well. 


road  Co.  and  Portland  Terminal  Co.  labor- 
management  dispute. 


GENERAL  LEAVE 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  ask  unanimous  consent  that 
all  Members  may  have  5  legislative 
days  in  which  to  revise  and  extend 
their  remarks  on  the  subject  of  my 
special  order  today. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Missouri? 

There  was  no  objection. 


ENROLLED  BILL  SIGNED 

[Inadvertently  omitted  from  the  Con- 
gressional Record  of  Wednesday, 
September  24,  1986J 

Mr.  ANNUNZIO.  from  the  Commit- 
tee on  House  Administration,  reported 
that  that  committee  had  examined 
and  found  truly  enrolled  a  bill  of  the 
House  of  the  following  title,  which  was 
thereupon  signed  by  the  Speaker: 

H.R.  2787.  An  act  to  extend  through  fiscal 
year  1988  SBA  Pilot  Programs  under  section 
8  of  the  Small  Business  Act. 


LEAVE  OF  ABSENCE 

By  unanimous  consent,  leave  of  ab- 
sence was  granted  to: 

Mr.  STOKES  (at  the  request  of  Mr. 
Wright),  for  September  25  and  26,  on 
account  of  a  death  in  the  family. 

Mr.  RINALDO  (at  the  request  of 
Mr.  Michel),  for  today  from  11:30  a.m. 
to  5:30  p.m.,  on  account  of  serious  ill- 
ness in  the  family. 


SENATE  ENROLLED  JOINT 
RESOLUTION  SIGNED 

[Inadvertently  omitted  from  the  Con- 
gressional   Record    of    Wednesday. 
September  24,  1986] 
The  SPEAKER  announced  his  sig- 
nature to  an  enrolled  joint  resolution 
of  the  Senate  of  the  following  title: 

S.J.  Res.  415.  Joint  resolution  to  provide 
for  a  settlement  to  the  Maine  Central  Rail- 


SPECIAL  ORDERS  GRANTED 

By  unanimous  consent,  permission 
to  address  the  House,  following  the 
legislative  program  and  any  special 
orders  heretofore  entered,  was  granted 
to: 

(The  following  Members  (at  the  re- 
quest of  Mr.  Boulter  I  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material:) 

Mr.  DioGuARDi,  for  5  minutes, 
today. 

Mr.  DoRNAN  of  California,  for  5  min- 
utes, today. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Gonzalez)  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material:) 

Mr.  Annunzio,  for  5  minutes,  today. 

Mrs.  Collins,  for  60  minutes,  today. 

Mr.  Gonzalez,  for  60  minutes,  on 
September  26. 

Mr.  Penny,  for  15  minutes,  on  Sep- 
tember 30. 


EXTENSION  OF  REMARKS 

By  unanimous  consent,  permission 
to  revise  and  extend  remarks  was 
granted  to: 

Mr.  Pashayan,  prior  to  passage  of 
H.R.  3838,  in  the  House,  today. 

Mr.  Weiss,  prior  to  the  vote  on  H.R. 
3838,  in  the  House  today. 

Mr.  Weiss,  prior  to  the  vote  on  final 
passage  of  H.R.  5495.  today. 

Mr.  Carper,  prior  to  the  vote  on  the 
Torricelli  amendment  to  H.R.  5495,  in 
the  Committee  of  the  Whole,  today. 

Mr.  McCain,  during  general  debate 
on  House  Joint  Resolution  738,  in  the 
Committee  of  the  Whole,  today. 

Mr.  Smith  of  Florida,  immediately 
following  roUcaU  No.  414  on  H.R.  5495. 


Mr.  GuARiNi.  following  the  vote  on 
House  Joint  Resolution  738  in  the 
House  today. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Boulter)  and  to  include 
extraneous  matter:) 

Mr.  Hansen. 

Mr.  Conte. 

Mr.  Roth. 

Mr.  McEwEN. 

Mr.  GUNDERSON. 
Mr.  COURTER. 

Mr.  ZscHAU. 
Mr.  Moore. 
Mr.  Snyder. 
Mr.  Blaz. 

Mr.  PURSELL. 

Mr.  Hyde. 

Mr.  Lagomarsino. 

Mr.  Young  of  Florida. 

Mr.  Solomon. 

Mr.  Jeffords. 

Mr.  LiGHTFOOT. 
Mr.  COMBEST. 

Mr.  Bereuter. 

Mr.  Skeen. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Gonzalez)  and  to  include 
extraneous  matter: ) 

Mr.  Torres. 

Mr.  Dyson. 

Mr.  Fowler. 

Mr.  Hawkins. 

Mr.  Yatron. 

Mr.  Dixon. 

Mr.  Fauntroy. 

Mr.  Barnard. 

Mr.  Roe. 

Mr.  Borski. 

Mr.  Mica. 

Mr.  LaFalce. 

Mr.  Stokes. 

Mr.  Kostmayer. 

Mr.  Levine  of  California. 

Mr.  DoRGAN  of  North  Dakota. 

Mr.  Pease. 

Mr.  Dellums. 

Mr.  Fascell. 

Mr.  WoLPE. 


SENATE  JOINT  RESOLUTIONS 
REFERRED 

Joint  resolutions  of  the  Senate  of 
the  following  titles  were  taken  from 
the  Speaker's  table  and,  under  the 
rule,  referred  as  follows: 

S.J.  Res.  339.  Joint  resolution  to  designate 
the  week  of  Novemtier  30.  1986.  through  De- 
cemljer  6.  1986.  as  "National  Home  Care 
Week ";  to  the  Committee  on  Post  Office 
and  Civil  Service. 

S.J.  Res.  395.  Joint  resolution  to  designate 
the  period  October  1,  1986,  through  Septem- 
t)er  30.  1987,  as  "National  Institute  of 
Health  Centennial  Year  ";  to  the  Committee 
on  Post  Office  and  Civil  Service. 


SENATE  ENROLLED  JOINT 
RESOLUTION  SIGNED 

The  SPEAKER  announced  his  sig- 
nature to  an  enrolled  joint  resolution 
of  the  Senate  of  the  following  title: 
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S.J.  Res.  159.  Joint  resolution  to  designate 
the  rose  as  the  national  floral  emblem. 
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BILI^  PRESENTED  TO  THE 
PRESIDENT 

Mr.  ANNUNZIO.  from  the  Commit- 
tee on  House  Administration,  reported 
that  that  committee  did  on  the  follow- 
ing days  present  to  the  President,  for 
his  approval,  bills  of  the  House  of  the 
following  titles: 

On  September  24.  1986: 

H.R.  4260.  An  act  to  provide  the  Small 
Business  Administration  continuing  author- 


ity to  administer  a  program  for  small  inno- 
vative firms,  and  for  other  purposes. 
On  September  25,  1986: 
H.R.  2787.  An  act  to  extend  through  fiscal 
year  1988  SBA  Pilot  Programs  under  section 
8  of  the  Small  Business  Act. 


morrow.  Friday.  September  26,  1986, 
at  10  a.m. 


ADJOURNMENT 

Mr.  COLEMAN  of  Missouri.  Mr. 
Speaker,  I  move  that  the  House  do 
now  adjourn. 

The  motion  was  agreed  to;  accord- 
ingly (at  9  o'clock  and  25  minutes 
p.m.)  the  House  adjourned  until  to- 


EXPENDITURE  REPORTS  CON- 
CERNING OFFICIAL  FOREIGN 
TRAVEL 

Reports  of  delegations  traveling 
under  authorizations  from  the  Speak- 
er concerning  the  foreign  currencies 
and  U.S.  dollars  utilized  by  them 
during  the  second  quarter  of  calendar 
year  1986  in  connection  with  foreign 
travel  pursuant  to  I»ublic  Law  95-384 
are  as  follows: 


REPORT  OF  EXPENDITURES  FOR  OFFICIAL  FOREIGN  TRAVEL,  DELEGATION  TO  BRAZIL,  ARGENTINA,  VENEZUEU^,  AND  THE  DOMINICAN  REPUBLIC  U  S  HOUSE  OF  REPRESENTATIVES 

EXPENDED  BETWEEN  MAR.  26  AND  APR.  8,  1986 


Date 


Pa  ixm' 


Name  of  Membet  n  employee 


Arrival      Departure 


Tianspotlalwi 


CtMky 


Republic 
RepuMiC/United  States . 


Republic     

Republrc/Uniled  Stales.. 


Republic  

RepuWic/Umled  States 


Republic 

Republic/United  States 


Republic 

Republic/UnMSWe.. 


Republic 

RepuUc/Umted  States  . 


Republic      

Republic/United  States.. 


Hon  Ibomas  P  O'Neill,  Jr  3/26  3/31     Brazil 

3/31  4/2       Argentina. 

4/2  4/3      Venezuela 

4/5  4/8       Dominican 

4/8       Dominican 

Hon  Dan  Roslenkomslu 3/26  3/31      BraM 

3/31  4/2      Afgetitina. 

4/2     .  4/5      VenezueU 

4/5  4/8      Dominican 

4/8       Dominican 

Hon  tdward  P  Boland _ 3/26  3/31     Brart 

3/31  4/2  Arienlina 

4/2  4/5  Venezuela 

4/5  4/8  Dominican 

4(8  Dominican 

Hon  Josepti  M  McOade .:..     3/26  3/31  Brazil 

3/31  4/2  Argentina 

4/2  4/5  Venezuela 

4/5  4/8  Dominican 

4/8  Dominican 

Hon  Charles  B  Rangel , 3/26  3/31  Brazil 

3/31  4/2  Argentina 

4/2  4/5  Venezuela 

,  4/5  4/8  Dominican 

4/8  Dominicafl 

Hon  Norman  f  Lent     3/26  3/31  Brazil 

3/31  4/2  Argentina 

4/2  4/5  Venezuela 

4/5  4/8  Dominican 

4/8  Dominican 

Hon  Fortney  H  Stark  3/26  3/31  Brazil 

3/31  4/2  Argentina.. 

4/2  4/5  Venezuela 

4/5  4/8  Dominican 

4/8  Dominican 

Hon  Ralph  Regula „.     3/26  3/31  Brazil 

3/31  4/2  Argentina . 

4/2  4/5  Venezuela. 

4/5  4/8  Dominican 

4/8  Dominican 

Hon  Jobn  P  Murtha 3/26  3/31  Brazil 

3/31  4/2  Argentina 

4/2  4/5  Venezuela 

4/5  4/8  Dominican 

.- 4/8  Dominican 

Hon  Marty  Russo 3/26  3/31  Brazil 

3/31  4/2  Argentina 

4/2  4/5  Venezuela 

4/5  4/8  Dominican 

4/8  Dominican 

Hon,  Bill  Lowety 3/26  3/31  Brazil 

3/31  4/2  Argentina 

4/2  4/5  Venezuela 

4/5  4/8  Dominican 

4/8  Dominon 

Hon  George  Miller 3/26  3/31  Brazil 

3/31  4/2  Argentina, 

4/2  4/5  Venezuela 

4/5  4/8  Dominican 

4/8  Dominican 

Hon  Barbara  B  KenneHy 3/26  3/31  Brazil 

3/31  4/2  Argentina, 

4/2  4/5  Venezuela 

4/5  4/8  Dominican 

4/8  Dominican 

Hon  Nwman  Sisisky 3/26  3/28  Brazil 

Kevin  Peterson 3/26"  3/31  Brazil 

3/31  4/2  Argentina, 

4/2  4/5  Venezuela 

4/5  4/8  Dominican 

4/8  Dominican 

Charles  Melkxiy .v 3/26  3/31  Brazil 

3/31  4/2  Argentina, 

4/2  4/5  Venezuela 

4/5  4/8  Dommican 


US  dollar 
forergn  equrvalent 
currency  or  U  S 

currency  - 


foreign 
currency 


Republic  

Republic/ United  States 


Republic 

Republc/United  States  . 


Republic 

RepuNK/United  States . 


Republic 

RepuUc/UniM  Stales.. 


Republic 

RepuUic/Unted  SUIes  . 


Republic       

Republic/United  States,, 


Republic     

Republic/Uwted  Stales.. 


US  dollar 

equivalent 

or  US 

currency  -' 


600.00 2.035  00 


2(0.80. 


324.00. 
(M.00. 


MOJO. 

20000 

324.00. 


mm 


(00.00. 
2(0.00. 
324.00. 
(09.00  . 


(00.0(. 
2(0.00. 
324.00 
fi9S.II0. 


(00.00. 
2(0.00. 
324.00  . 
699.00. 


(00.00. 
2(0.00. 
324.00. 
(99.00. 


600  OO 
260  00 
324  00  . 
699.00. 


60000 
260  00 
324,00  , 


1.120  00 

1.69600 

397  50 

92509 

2.03500 

112000 

I6960O 

397  50 

925  09 

2,03500 

1.12000 

1.69600 

397  50 

92509 

2.03500 

1.12000 

l.6%00 

397  50 

92509 

2.03500 

1.12000 

1.696.00 

397.53 

92509 

2.03500 

1.12000 

1.69600 

397  50 

925  09 

2.03500 

1,12000 

1.69600 

397  50 

92509 


(0000. 

26000 
324  00 


(00.00 

26000 

324  00 
699  00 


2.035.00 

I.I20.00 

1.696.00 

397.50 

92509  . 

2.035.M 

1.12000 

1,696.00 

397.50 

92509 

2.03500 . 

1.120.00  . 

issbsa . 

397.50 
925.09 

60000  2.035.00  ,, 

26000  1,120.00  ., 


600.00. 
26000. 

324  00 
699  00  , 

600  00  \ 
26000  , 
32400  . 
69900 


324  00 
699.00. 


23100 
60000 
260,00  , 
324  00 
699  00  . 


Republic,. 


60000 
26000 
324  00 
699  00 


1,(9600 

39750 

925  OS 

2.03500 

2.035.00 

1,120.00 

1,69(00  . 

397.50 

925.09 

2,035.00 

1,120.00 

1.(9(.00 

397  50. 


Other  purposes 


Total 


Foreign 
currency 


US  dollar 

equivalent 

oiUS 

currency' 


US  dollar 
foreign  equivalent 
currency  or  U  S 

currency  2 


(313 2,69883 


2S3.40. 

32075. 
3S7J(. 


C3J3. 
2SI,«. 

321.7$. 
3S7J(. 


tJJ3 


253^. 

320.75. 
3$7.0(-. 


(3« 
253.41. 

329.75. 
357.9(  . 


(3i3. 
253.40. 
329.75. 
35'.S( 


(3J3. 
25341 
321.75. 
357.96. 


(3J3. 
253.40. 
32975 
357  J(. 


203500     .    . 

6383 

1 12000 

25348    ., 

1696.00 

32975 

397.50 

2035.00     

(313 

1 120.00   

25348    .  . 

169600 

329  75 

397.50 

(3.(3. 

25348 

329  75 
357  96 


(3J3. 
25348 

329  75 
357  96 


63.83. 
25348. 
329.75. 
357.96  . 


6383 
25348 
329  75 
357.9( 


63  83 
63  83 
253  48 
329.75 
357.96  . 


6383 
25348 
329  75 
357% 


1.63348 
2.34975 
1.454  46 

92509 
2.69883 
1.63348 
2.34975 
1.454  46 

92509 
2.69883 
1.63348 
2.34975 
1454  46 

92509 
2.698.83 
1.63348 
2.349  7i 
1.454  46 

925  09 
2.698  83 
1.63348 
2.349  75 
1.454  46 

92509 
2,698  83 
1.63348 
2.349  75 
1,454  46 

92509 
2,69883 
1.633  48 
2,34975 
1  454  46 

92509 
2.69883 
1.63348 
2J4975 

397  00 

2.69883 

1.633  48 

2.349  75 

397  00 

■2.69883 
1.633  48 
2.349  75 
1.454  46 

92509 
2.69883 
1.633  48 
2.349  75 
1,454  46 

92509 
2.69883 
1.63348 
2.349  75 
1454  46 

92509 
2.69883 
1633  48 
2.349  75 
1.454  46 

92509 
2.32983 
2.698  83 
1.633  48 
2.349  75 
1.454  46 

92509 
2,698  83 
1  633  48 
2.349  75 
1.454  46 
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Dale 


Pndictn' 


IranspoftalKxi 


Other  purposes 


Total 


Name  of  Mernter  or  employee 


Arrival      Departure 


Country 


US  dollar 
Foreign  equivalent 
currency  or  US 

currency ' 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency '' 


Foreign 
currency 


US  dollar 

equivalent 

or  US 

currency' 


US  dollar 
Foreign  equivalent 
currency  or  U  S 

currency ' 


F^tts 


Deim  Mey 


DonuU  Andersoa.. 


tArgna  Fletclier 


Or  Frnmin  H  Cay 


Oinstopliei  MatttKvirs 


Geofge  Ingram 


GHi|e  Mtoi- 


Geitnide  Moscr 


3/26 
3/31 
4/2 
4/5 

3/26 
3/31 
4/2 
4/5 

3/26 
3/31 
4/2 
4/5 

3/26 
3/31 
4/2 
4/5 

3/26 
3/31 
4/2 
4/5 

3/26 
3/31 
4/2 
4/5 

"■'3/26' 
3/31 
4/2 
4/5 

""3/26 
3/31 
4/2 
4/5 

■"""3/26 
3/31 
4/2 
4/5 


4/8       Dominican  Repul>lic/United  Stiles . 

3/31     Bia;il  

Argentina  

Venezuela  

Dominican  Republic 


4/2 

4/5 

4/8 

4/8       Dominican  Republic /Umled  States 

3/31      Brazil 

4/2       Argentina 

Venezuela 

Dominican  Republic 


4/5 
4/8 

4/8  Dominican  Republic/Unted  Stales.. 

3/31  Brazil  

4/2  Argentina 

4/5  Venezuela  

4/8  Dominican  Republic 

4/8  Dominican  RepuMc/MiM  Stales ... 

3/31  Brazil         

4/2  Argentina      

4/5  Venezuela  

4/8  Dominican  Republic 

4/8  Dominican  RqiulilK/Unted  States 

3/31  Brazil     _. 

4/2  Argentina    

4/5  Venezuela      

4/8  Dominican  Repubic  

4/8  Dominican  RepuUK/Umted  Stales .. 

3/31  Brazil    -.. 

4/2  Argentina - 

4/5  Venezuela  

4/8  Dominican  Republic    

4/8  Dominican  Reputilic/Umted  States. 

3/31  Brazil      

4/2  Argentina 

4/5  Venezuela  

4/8  Dominican  Republic         

4/8  Dominican  Republic/ United  Stales.. 

3/31  Brazil 

4/2  Argentina  „ 

Venezuela  

Dominican  Republic 


925.09  . 

600  00  2.035.00  . 

26000  1,120.00. 

324  00  l,IK.OO. 

69900  3J7.00  . 

J25.09 . 

600  00  2.035.00  . 

26000  l;120.00. 

324  00 1,696.00  . 

699  00  397.50  . 

925.09  . 

60000 - 2.035.00. 


63.83. 
25348 

32975 
35796 


63  83  . 
253  48  . 

329  75 
357  96 


26000 
324  00 
69900 

600  00 
26000 
324  00 
699  OO 

60000^ 
26000 
324.00 
699.00 


600  00 
260  00 
324  00 
699.00  . 


60000 
260  00 
324  00 
699.00. 


4/5 

4/8 

4/8       Dominican  Republic/United  States.. 

3/31     Brazil 

4/2       Argentina.. 

Venezuela 

Dominican  Republic 


60000 
260  00 
324  00  . 
699.00. 


4/5 
4/8 
4/8 


60000 
26000 
324  00 
699  00 


Dominican  RepuWic/United  States  . 


1.120.00  . 
1.69600 

397  50 

925.09  . 
2.O3S.0O  . 
1.120.00  . 
1.696.00 

397.00  .. 

925.09 
2.03500  .. 
1.120.00  . 
1.696.00  .. 

397.00 

925.09 
2.03500 
1.12000 
1.696.00 

397.50  . 

925.09 
2,03500 
1,12000 
1.69600 

397.00. 

92509 
2.03500 
1.12000 
1.69600 

397.00 

925  09  . 
2.03500  . 
1.12000 
1,69600  . 

397.50 

92509 


63.83 
253.48  . 

329  75 
357  96 


63.83  . 
25348 

329  75 
357  96 

6383 
25348 
329  75 
35796 

63  83 
253  48 
329  75 
35796 

"  6383  . 
253  48  . 
32975  . 
357.96. 


63.83  . 
25348  . 
329.75  . 
357.96. 


63 13  . 
253.48  . 
329.75. 
357.96  . 


92509 
2.698  83 
1,63348 
2.349  75 
1,454  46 

925  09 
2,69883 
1,633  48 
2,349  75 
1.454  46 

92509 
2,69883 
1,633  48 
2,349  75 
1,454  46 

925  09 
2,698  83 
1,633  48 
2.34975 
1,454  46 

925  09 
2.69883 
1,63348 
2,349  75 
1.454  46 

92509 
2,698  83 
1,633  48 
2.34975 
1,454  46 

92509 
2.69883 
1,633  48 
2,349  75 
1.454  46 

925  09 
2.698  83 
1,633  48 
2,349  75 
1,454  46 

92509 
2.69883 
1,633  48 
2,349  75 
1,454  46 

92509 


Committee  total 


44,02500 


149.349  98 


23.468  03 


216,843  01 


I  Per  diem  constitutes  lodging  ana  meals 

2 1)  foreign  currency  s  used,  enter  U  S  dollar  equivalent. 


U  S  currency  is  used,  enter  amount  expended 


THOMAS  P  ONflLL.  )R ,  June  23,  1986 


REPORT  OF  EXPENDITURES  FOR  OFFICIAL  FOREIGN  TRAVEL.  HON.  BILL  RICHARDSON,  I' S.  HOUSE  OF  REPRESENTATIVES.  EXPENDED  BETWEEN  APR.  5  AND  APR.  7, 1986 


Date 


Per  diem ' 


Transportation 


Ottier  purposes 


Total 


Name  ot  Member  or  employee 


Armal      Departure 


CM*y 


us  dollar                        US  dollar                         US.  dollar  US  dollar 

Foreign         equivalent  Foreign         equivalent  Foreign         equivalent  Foreign         equivalent 

currency          or  U  S  currency          or  U  S  currency          or  U  S  currency          or  U  S 

currency-                         currency^                         currency-  currency' 


Bi  Rcliardson 


4/5 


4/7       Panama 


'  898  00 


'  176  90 


1,074  90 


'  Per  dwn  constitutes  lodging  and  meats 

"  It  foreign  currency  is  used,  enter  U  S  dollar  eqwvalent.  it  U  S  currency  is  used,  enter  amount  expended 

'  Airfare 

***'  ,  BILL  RICHARDSON.  May  12.  1986 

REPORT  OF  EXPENDITURES  FOR  OFFICIAL  FOREIGN  TRAVEL,  WILLIAM  R  PIHS,  US  HOUSE  OF  REPRESENTATIVES,  EXPENDED  BETWEEN  JUNE  1  AND  JUNE  4, 1986 


Date 

CtiMty 

F'er  diem ' 

Transportation 

Other  purposes 

Total 

Name  ot  Member  or  employee 

Arrival 

Departure 

US  dollar 
Foreign  equivalent 
currency          or  U  S 

currency' 

Foreign 
currency 

US  dollar 

equivalent 

or  US 

currency' 

Foreign 
currency 

US  dollar 

equnralent 

orUS 

currency' 

Foreign 
currency 

U  S  dollar 

equivalent 

or  US 

currency' 

tMtaml)  (Mis 

- 6/1 

6/2 
6/2 
6/3 

6/2 
6/2 
6/3 
6/4 

GuakMb 

. 10.00  . 





(karapa 

Costa  Rica 

Honluras 



_ 75.00  .. 





■  Per  dcm  constitutes  lodging  and  meals 

'  It  foreign  currency  is  used,  enter  U  S  dodar  equwalent,  if  U  S  currency  is  used,  enter  amount  expended 


WILLIAM  R  PtTTS,  June  25,  1986 


Representative  Barney  F 
Representative  Dan  Luni 


'  F^r  dem  constil 
'  II  foreign  curren 


Under  cla 
of  committ 
Clerk  for  pi 
proper  calei 

Mr.  HOW 
Works  and  T 
to  designate 
for  the  Scut 
the  "Silvio  J 
(Kept.  99-88; 
endar. 

Mr.  HOW 
Works  and  T: 
to  designate  i 
San  Diego.  C 
Federal  Built 
to  the  House 

Mr.  HOW 
Works  and  Ti 
to  designate 
SC,  as  the  "< 
Courthouse": 
887).  Referrei 

Mr.  BROC 
ment  Operat 
Today,  Docui 
Sugar  Sales  ( 
ferred  to  the 
on  the  State  i 

Mr.  BROC 
ment  Operat 
Today.  Docur 
Sugar  Sales  C 

Mr.  BROC 
ment  Operat 
tion  of  the 
USDA  slaugh 
99-890).  Refe 
Whole  House 

Mr.  BROC 
ment  Operat; 
praisal  probl 
mortgage  ins 
secondary  mi 
to  the  Comn 
the  State  of  t 

Mr.  BROC 
ment  Operati 
the  Internal 
returns  progr 
the  Committr 
State  of  the  I 

Mr.  ROST 
Ways  and  Me 
title  XVI  of  t 
necessary  im[ 
with  the  objei 
gram  (includ: 
sions  in  sectit 
realistically  a 
needs  and  cii 
recipients  th 


UMI 
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REPORT  OF  EXPENDITURES  FOR  OFFICIAL  FOREIGN  TRAVEL,  DELEGATION  TO  RUSSIA,  U.S.  HOUSE  OF  REPRESENTATIVES,  EXPENDED  BETWEEN  JUNE  2  AND  JUNE  3, 1986 


Date 

f^  diem' 

Irjnsponalion 

Oltw 

purposes 

ToUl 

Nime  ol  Memtef  or  (mployee 

CiMin 

Amval      Devarture 

US  dollar 
Foreign  eguivaleni 
currency          or  U  S 

currency  2 

Foreign 
currency 

US  dollar 

eouivalent 

or  US 

cutrency' 

Foreign 
cwrency 

US  dollar 

equnalenl 

or  US 

anenc»  = 

Foreign 
cufiBicy 

US  dotal 

eguivaleni 

or  US 

currency' 

RepresBilative  Birney  Frank 

6/2            6/3      U.SS.R 

2.107  00 
2.10700 

307  75 
238  56 

2.41475 
2.345  56 

Reprtsmtaliw  Dan  lun|m 

6/2            6/3      U.S.S.I) 

CommineeloW 

4,21400 

546  31 

4.76031 

'  Pw  dwn  coistilules  Mging  and  meats 

« It  lowgn  currency  is  used,  enter  U S  Dollar  equrvaleni;  if  US  currency  is  used,  enter  amount  expended 

BAfmCV  FRANK.  June  17 

1986 

S.  June  25.  1986 


REPORTS  OP  COMMITTEES  ON 
PUBLIC  BILLS  AND  RESOLU- 
TIONS 

Under  clause  2  of  rule  XIII,  reports 
of  committees  were  delivered  to  the 
Clerk  for  printing  and  reference  to  the 
proper  calender,  as  follows: 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  4576.  A  bill 
to  designate  the  U.S.  Attorneys  Building 
for  the  Southern  District  of  New  York  as 
the  "Silvio  James  MoUo  Federal  Building" 
(Kept.  99-885).  Referred  to  the  House  Cal- 
endar. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  5397.  A  bill 
to  designate  the  Federal  building  located  in 
San  Diego.  CA.  as  the  "Jacob  Weinberger 
Federal  Building"  (Rept.  99-886).  Referred 
to  the  House  Calendar. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Traiisportation.  H.R.  5415.  A  bill 
to  designate  the  U.S.  Courthouse  in  Aiken, 
SC,  as  the  "Charles  E.  Simons,  Jr.,  Federal 
Courthouse":  with  amendments  (Rept.  99- 
887).  Referred  to  the  House  Calendar. 

Mr.  BROOKS:  Committee  on  Govern- 
ment Operations.  Report  entitled  "Sell  It 
Today,  Document  It  If  Requested:  USDA's 
Sugar  Sales  Operation."  (Rept.  99-889).  Re- 
ferred to  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union. 

Mr.  BROOKS:  Committee  on  Govern- 
ment Operations.  Report  entitled  "Sell  IT 
Today,  Document  It  If  Requested:  CUSDAs 
Sugar  Sales  Operation. 

Mr.  BROOKS:  Committee  on  Govern- 
ment Operations.  Report  on  implementa- 
tion of  the  Dairy  Termination  Program: 
USDA  slaughter  of  the  cattle  market  (Rept. 
99-890).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 

Mr.  BROOKS:  Committee  on  Govern- 
ment Operations.  Report  on  impact  of  ap- 
praisal problems  on  real  estate  lending, 
mortgage  insurance,  and  investment  in  the 
secondary  market  (Rept.  99-891).  Referred 
to  the  Committee  of  the  Whole  House  on 
the  State  of  the  Union. 

Mr.  BROOKS:  Committee  on  Govern- 
ment Operations.  Report  on  effectiveness  of 
the  Internal  Revenue  Service's  information 
returns  program  (Rept.  99-892).  Referred  to 
the  Committee  of  the  Whole  House  on  the 
State  of  the  Union. 

Mr.  ROSTENKOWSKI:  Committee  on 
Ways  and  Means.  H.R.  5595.  A  bill  to  amend 
title  XVI  of  the  Social  Security  Act  to  make 
necessary  improvements  in  the  SSI  Program 
with  the  objective  of  assuring  that  such  pro- 
gram (including  the  work  incentive  provi- 
sions in  section  1619  of  such  act)  will  more 
realistically  and  more  equitably  reflect  the 
needs  and  circumstances  of  applicants  and 
recipients  thereunder  (Rept.   99-893).  Re- 


ferred to  the  Committee  of  the  Whole 
House  on  the  State  of  the  Union. 

Mr.  KASTENMEIER:  Committee  on  the 
Judiciary.  H.R.  5536.  A  bill  to  amend  title  35 
of  the  United  States  Code  to  extend  the 
term  of  patents  for  agricultural  and  chemi- 
cal products  for  the  period  during  which 
they  underwent  regulatory  review;  with 
amendments  (Rept.  99-895).  Referred  to  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  5488.  A  bill 
to  prohibit  implementation  of  certain  regu- 
lations of  the  Federal  Emergency  Manage- 
ment Agency  relating  to  the  declaration 
process,  eligibility  for  assistance,  and  non- 
Federal  responsibility  for  major  disasters 
under  the  Disaster  Relief  Act  of  1974,  and 
for  other  purposes:  with  an  amendment 
(Rept.  99-896).  Referred  to  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union. 


REPORTED  BILLS 
SEQUENTIALLY  REFERRED 

Under  clause  5  of  rule  X,  bills  and 
reports  were  delivered  to  the  Clerk  for 
printing,  and  bills  referred  as  follows: 

Mr.  JONES  of  North  Carolina:  Committee 
on  Merchant  Marine  and  Fisheries.  H.R. 
4712.  A  bill  to  provide  for  the  restoration  of 
the  fish  and  wildlife  in  the  Klamath  and 
Trinity  River  Basins,  and  for  other  pur- 
poses; with  amendment(s):  referred  to  the 
Committee  on  Interior  and  Insular  Affairs 
for  a  period  ending  not  later  than  Septem- 
ber 26,  1986,  for  consideration  of  such  provi- 
sions of  the  bill  and  amendments  as  fall 
within  the  jurisdiction  of  that  committee 
pursuant  to  clause  1(1)  of  rule  X  (Rept.  99- 
894,  Pt.  1).  Ordered  to  be  printed. 


PUBLIC  BILLS  AND 
RESOLUTIONS 

Under  clause  5  of  rule  X  and  clause 
4  of  rule  XXII,  public  bills  and  resolu- 
tions were  introduced  and  severally  re- 
ferred as  follows: 

By  Mr.  FORD  of  Tennessee  (for  him- 
self, Mr.  Stark,  Mr.  Jenkins,  Mr. 
Gephardt,    Mr.    Downey    of    New 
York,  Mr.  Guarini,  Mr.  Pease,  Mr. 
Matshi,  Mr.  Anthony,  Mr.  Dorgan 
of  North   Dakota.   Mrs.   Kennelly, 
Mr.    Andrews,   Mr.   Gradison,   Mr. 
Campbell,  and  Mr.  Bartlett): 
H.R.  5595.  A  bill  to  amend  title  XVI  of  the 
Social  Security  Act  to  make  necessary  im- 
provements in  the  SSI  Program  with  the  ob- 
jective of  assuring  that  such  program  (in- 


cluding the  work  incentive  provisions  in  sec- 
tion 1619  of  such  act)  will  more  realistically 
and  more  equitably  reflect  the  needs  and 
circumstances  of  applicants  and  recipients 
thereunder;  to  the  Committee  on  Ways  and 
Means. 

By  Mr.  BOULTER  (for  himself,  Mr. 
MooRE,  Mr.  Kemp.  Mr.  Archer,  Mr. 
Fields,  Mr.  Loeffler.  Mr.  Lewis  of 
California,  Mr.  Brown  of  Colorado, 
Mr.  Kramer,  Mr.  Skeen,  Mr.  Ging- 
rich, Mr.  Bartlett,  Mr.  Barton  of 
Texas,    Mr.    Combest,    Mr.    Living- 
ston, Mr.  DeLay,  Mr.  Armey,  Mr. 
Edwards       of       Oklahoma,       Mr, 
Sweeney,  and  Mr.  Dannemeyer): 
H.R.  5596.  A  bill  to  revitalize  oil  and  gas 
production  in  the  United  States:  jointly,  to 
the  Committees  on  Energy  and  Commerce 
and  Ways  and  Means. 

By   Mr.   DORGAN   of  North   Dakota 
(for  himself  and  Mr.  Kemp): 
H.R.  5597.  A  bill  to  modernize  the  Federal 
Reserve  System  and  to  provide  for  prompt 
disclosure  of  certain  decisions  of  the  Federal 
Open  Market  Committee:  to  the  Committee 
on  Banking,  Finance  and  Urban  Affairs. 
By  Ms.  MIKUiSKI: 
H.R.  5598.  A  bill  to  provide  for  the  trans- 
fer of  the  Coast  Guard  cutter  Taney  to  the 
city  of  Baltimore,  MD,  for  use  as  a  maritime 
museum  and  display:  to  the  Committee  on 
Merchant  Marine  and  Fisheries. 
By  Mr.  MRAZEK. 
H.R.  5599.   A  bill   to  allow   the  Internal 
Revenue  Code  of  1986  to  be  applied  and  ad- 
ministered as  if  the  3-year  basis  recovery 
rule  applicable  to  employees'  annuities  had 
not   been  repealed:  to  the  Committee  on 
Ways  and  Means. 

By  Ms.  OAKAR  (for  herself,  Mr. 
Myers  of  Indiana,  Mr.  Rosso,  Mr. 
HoYER,  Mr.  BoEHLERT,  Mrs.  Boxer, 
Mr.  Bates.  Mrs.  Burton  of  Califor- 
nia. Mr.  Wise,  Ms.  Mikulski.  Mr. 
Rowland  of  Georgia,  Mr.  Wortley, 
Mr.  Akaka,  Mr.  Solarz,  Mr.  McCain, 
Mr.  Fazio,  Mr.  Panetta.  Mr.  Schh- 
MER,  Mrs.  Lloyd,  Mr.  Studds.  Mr. 
Whitley,  Mr.  Williams,  Mr.  Erd- 
REicH,  Mr.  Moakley,  Mr.  Kolter, 
Mr.  Torres,  Mr.  Dymally.  Mr. 
Leland,  Mr.  Mitchell,  Mr.  AoCoin. 
Mr.  Young  of  Alaska,  Mr.  Wirth, 
Mr.  Feighan,  Mrs.  Collins,  Mr. 
Volkmer,  Mr.  Bustamante.  Mr. 
Biaggi,  Mr.  KiLOEE,  Mr.  Fauntroy, 
Mr.  Kleczka,  Mr.  Garcia.  Mr.  Gray 
of  Illinois,  Mr.  Ackerman,  Mr.  Evans 
of  Illinois,  Mr.  Mrazek,  Mr.  Bliley, 
Mr.  Sikorski,  Mr.  Saxton,  Mr. 
Howard,  Mr.  Mollohan,  Mr.  Coyne, 
Mr.  Coleman  of  Texas,  Mr.  Manton, 
Mr.  Rahall,  Mrs.  Kennelly,  Mr. 
Young  of  Missouri,  Mr.  Clay,  Mr. 
Berman.  Mrs.  Roukema,  Mr.  Parris. 
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Mr.  TBAricANT.  Mr.  Stokes.  Mr.  An- 
derson, Mr.  Ford  of  Tennessee,  Mr. 
SxfXTON,  Mr.  Vento,  Mr.  Chapman, 
Mr.     Boucher,     Mr.     Penny.     Mr. 
Taylor,  Mr.  Ford  of  Michigan,  Mr. 
Emerson.  Mr.  Dyson,  Ms.  Kaptur, 
Mr.    Oilman,    Mr.    Pashayan,    Mr. 
Young  of  Florida.  Mr.  Hunter,  Mr. 
Rowland      of      Connecticut.      Mr. 
McCloskey.  Mr.  Oicks.  Mr.  Kanjor- 
SKI.    Mr.    NowAK,    Mr.    Gunderson, 
Mrs.    Bentley.   Mr.    Bilirakis,   and 
Mr.  Hefner): 
H.R.  5600.  A  bill  to  amend  title  5,  United 
States  Code,  to  provide  that  annuities  under 
chapter  83  or  84  of  such  title  be  treated,  for 
Federal  income  tax  purposes,  as  if  the  3- 
year  basis  recovery  rule  had  never  been  re- 
pealed: and  to  require  that  the  Office  of 
Personnel  Management  conduct  a  study  re- 
lating to  the  consequences  which  retroac- 
tively repealing  such  rule  would  have  with 
respect  to  Federal  personnel  management, 
morale    within    the    Federal    civilian    work 
force,  and  individual  retirement  planning: 
jointly,  to  the  Committees  on  Ways  and 
Means  and  Post  Office  and  Civil  Service. 

By  Mr.  PASHAYAN  (for  himself.  Mr. 
Lewis  of  Florida,  and  Mr.  Thomas  of 
California): 
H.R.  5601.  A  bill  to  strengthen  the  en- 
forcement of  plant  and  animal  quarantine 
laws  by  authorizing  the  inspection  of  cer- 
tain mail  parcels,  excluding  letters,  in  order 
to  prevent  the  introduction  of  destructive 
plant  and  animal  diseases  and  pets  and  nox- 
ious weeds:  jointly  to  the  Committees  on 
Agriculture  and  Post  Office  and  Civil  Serv- 
ice. 

By  Mr.  SHAW  (for  himself  and  Mr. 
YouNC  of  Missouri): 
H.R.   5602.   A   bill   to   amend   the   Public 
Buildings  Act  of  1959  to  authorize  the  Ad- 
ministrator of  General  Services  to  issue  ob- 
ligations to  finance  the  acquisition  and  con- 
struction of  public  buildings:  to  the  Com- 
mittee on  Public  Works  and  Transportation. 
By  Mr.  ROSTENKOWSKI: 
H.  Con,  Res.  395.  Concurrent  resolution  to 
correct  technical  errors  in  the  enrollment  of 
the  bill  H.R.  3838:  considered  and  passed. 
By  Mr.  CONYERS: 
H.  Con.  Res.  396.  Concurrent  resolution 
designating  jazz  as  an  American  national 
treasure:  to  the  Committee  on  Post  Office 
and  Civil  Service. 

By  Mr.  PAUNTROY  (for  himself,  Mr. 
Barnes,  Mr.  Parris.  Mr.  Dellums. 
Mr.  Dymally.  Mr.  Gray  of  Pennsyl- 
vania, and  Mr.  Hoyer): 
H.  Con.  Res.  397.  Concurrent  resolution  to 
urge  the  creation  of  a  Washington  Area 
Metropolitan  Drug  Authority:  to  the  Com- 
mittee on  the  Judiciary. 

By  Mr.  ROSTENKOWSKI; 
H.  Res.  562.  Resolution  returning  to  the 
Senate  the  bill  S.  638:  considered  and  agreed 
to. 

By  Mr.  ZSCHAU: 
H.  Res.  563.  Resolution  expressing  the 
sense  of  the  House  of  Representatives  that 
the  joint-political  military  group  should  de- 
velop policies  and  programs  which  promote 
strategic  cooperation  between  the  United 
States  and  Israel:  to  the  Committee  on  For- 
eign Affairs. 

By  Mr.  LELAND  (for  himself.  Mr 
Torres.  Mr.  Matsui,  Mr.  Mineta 
Mr.  Broomfield.  Mr.  Kemp,  Mr 
Fields.  Mr.  Towns.  Mr.  Wheat,  Mrs 
Collins.  Mr.  Hawkins.  Mr.  Con 
YERS.  Mr.  Clay.  Mr.  Stokes.  Mr 
Dellums,  Mr.  Mitchell,  Mr.  Rangel, 
Mr.  Faunthoy.  Mr.  Ford  of  Tennes 


see.  Mr.  Dixon.  Mr.  Gray  of  Penn- 
sylvania.  Mr.   Crockett.   Mr.   Dym- 
ally.  Mr.  Savage.  Mr.  Owens.  Mr. 
Hayes.  Mr.  Waldon.  Mr.  Gunderson, 
Mr.  DeLay,  Mr.  Conte,  Mrs.  Rouke- 
MA,    Mr.    Garcia,    Mr.    Bustamante, 
Mr.  Martinez,  Mr.  Richardson.  Mr. 
Ortiz,  Mr.  Blaz,  Mr.  Roybal,  Miss 
Schneider,   Mr.    Bryant,    Mr.   Dio- 
GuARDi,   Mr.   Fowler,   Mr.   Kildee, 
and  Mr.  Hopkins): 
H.  Res.  564.  Resolution  denouncing  Yasu- 
hiro    Nakasone,     the    Prime    Minister    of 
Japan,  for  certain  recent  statements  made 
by  the  Prime  Minister  with  respect  to  cer- 
tain   American    minorities,   and   expressing 
the  sense  of  the  House  of  Representatives 
with  respect  to  the  response  by  the  Presi- 
dent to  such  statements:  to  the  Committee 
on  Foreign  Affairs. 


ADDITIONAL  SPONSORS 

Under  clause  4  of  rule  XXII,  spon- 
sors were  adcied  to  public  bills  and  res- 
olutions as  follows: 

H.R.  1917:  Mr.  Kleczka.  Mr.  Ford  of  Ten- 
nessee. Mr.  Boner  of  Tennessee.  Mr. 
Hendon.  and  Mr.  de  Lugo. 

H.R.  2952:  Mr.  Wirth. 

H.R.  3120:  Mr.  Owens. 

H.R.  3415:  Mr.  Ackerman.  Mr.  Badham, 
Mr.  Bedell,  Mr.  Bennett,  Mr.  Bosco,  Mr. 
Campbell.  Mr.  de  Lugo.  Mr.  Edwards  of 
California.  Mr.  Fascell,  Mr.  Foclietta.  Mr. 
Gradison.  Mr.  Hartnett.  Mrs.  Holt.  Mr. 
Huckaby.  Mr.  Jones  of  North  Carolina.  Mr. 
Lagomarsino.  Mr.  Lehman  of  California.  Mr. 
Levine  of  California.  Mr.  Lightfoot,  Mr.  Li- 
pinski.  Mrs.  Meyers  of  Kansas.  Mr. 
Mrazek.  Mr.  Rahall,  Mr.  Schaefer,  Mr. 
ScHEUER,  Mr.  Skelton,  Mr.  Smith  of  New 
Hampshire,  and  Mr.  Stokes. 

H.R.  3894:  Mr.  Saxton. 

H.R.  4194:  Mr.  Fawell. 

H.R.  4391;  Mr.  Towns. 

H.R.  4565;  Mr.  Volkmer. 

H.R.  4871;  Mrs.  Kennelly,  Mr.  Mav- 
roules,  and  Mr.  Tauzin. 

H.R.  4901;  Mr.  Clincer,  Mr.  Fauntroy, 
and  Mr.  Hawkins. 

H.R.  4902;  Mr.  Fauntroy  and  Mr.  Haw- 
kins. 

H.R.  4903:  Mr.  Clinger,  Mr.  Fauntroy. 
and  Mr.  Hawkins. 

H.R.  4904;  Mr.  Fauntroy  and  Mr.  Haw- 
kins. 

H.R.  4945;  Mr.  Crockett. 

H.R.  5157:  Mr.  Chandler  and  Mr.  Pack- 
ard. 

H.R.  5208:  Mr.  Mrazek  and  Mr.  Rowland 
of  Connecticut. 

H.R.  5218;  Mr.  Bonior  of  Michigan. 

H.R.  5291:  Mr.  Andrews.  Mr.  Frank.  Mr. 
Morrison  of  Connecticut.  Mr.  Owens.  Mr. 
Atkins,  and  Mr.  Wolpe. 

H.R.  5328:  Mr.  Rangel. 

H.R.  5412:  Mr.  Mitchell,  Mr.  Garcia.  Mr. 
LiPiNSKi.  Mr.  Rangel.  and  Mrs.  Burton  of 
California. 

H.R.  5425;  Mr.  Martinez. 

H.R.  5477;  Mr.  Penny,  Mr.  Boehlert,  Mr. 
McKernan,  Mr.  Wilson,  and  Mr.  de  Lugo. 

H.R.  5497;  Mr.  Craig,  Mr.  Daniel.  Mr. 
Fazio.  Mr.  Wolpe.  and  Mr.  Chappell. 

H.R.  5500;  Mr.  Panetta.  Mr.  Matsui.  Mr. 
Chapman,  and  Mr.  Henry. 

H.R.  5529:  Mr.  Smith  of  New  Hampshire 
and  Mr.  Burton  of  Indiana. 

H.R.  5549;  Mr.  Shelby  and  Mr.  Daschle. 

H.R.  5568;  Mr.  Young  of  Missouri. 

H.R.  5586:  Mr.  Rodino.  Mr.  Boucher.  Mr. 
Bryant,  Mr.  Hyde.  Mr.  Seiberling,  Mr. 
Smith  of  Florida,  and  Mr.  Synar. 


H.J.  Res.  90;  Mr.  Towns.  Mr.  McKernan. 
and  Mr.  Coelho. 

H.J.  Res.  133:  Mr.  Donnelly. 

H.J.  Res.  244:  Mr.  Brown  of  California. 
Mr.  Chappell.  and  Mr.  Tauke. 

H.J.  Res.  514;  Mr.  Beilenson,  Mr.  Boeh- 
lert. Mr.  Ford  of  Michigan.  Mr.  Ortiz.  Ms. 
Oakar.  Mr.  DioGuardi.  Mr.  Snyder.  Mr. 
McCain,  Mr.  Moody,  Mr.  Synar,  and  Mr. 
Jones  of  North  Carolina. 

H.J.  Res.  550;  Mr.  Traxler,  Mr.  Studds, 
Mr.  Tauke,  Mr.  Robert  F.  Smith,  Mr.  Hurro, 
Mr.  RiNALDO.  Mr.  Porter,  Mr.  Packard,  Mr. 
Owens,  Mr.  McMillan,  Mr.  Montgomery, 
Mr.  Howard,  Mr.  Carney,  Mr.  Hartnett, 
Mr.  Moore,  Mr.  Carper,  Mr.  Solarz,  Mr. 
Livingston,  Mr.  Hoyer,  and  Mr.  Wilson. 

H.J.  Res.  555;  Ms.  Kaptur,  Mr.  McKin- 
ney,  Mr.  Coats,  Mr.  Bonior  of  Michigan, 
Mr.  LowRY  of  Washington,  Mr.  Boehlert. 
Mr.  Weber.  Mr.  Fuqua.  Mr.  Mack.  Mr. 
ScHUMER.  Mr.  Natcher.  Mr.  Young  of 
Alaska.  Mr.  Lehman  of  California,  Mr. 
Miller  of  Washington.  Mr.  Edgar.  Mr. 
Coughlin,  Mr.  McEwen.  Mr.  Atkins.  Mr. 
Waxman.  Mr.  Berman,  Mr.  Oberstar,  Mr. 
Manton,  Mr.  Frank,  Mr.  Sisisky.  Mr. 
Matsui.  Mr.  Yates,  Mr.  Wirth,  Mr.  An- 
drews, Mrs.  Kennelly,  Mr.  Mazzoli,  Mr. 
Rangel,  Mr.  Fascell,  Mr.  Duncan,  Mr. 
Wyden,  Mr.  Pursell,  Mr.  Dellums,  and  Mr. 

H.J.  Res.  558;  Mr.  Wirth. 

H.J.  Res.  615;  Mr.  Fuster,  Mr,  Obey,  Mrs. 
Long,  Mr.  Fowler,  Mr.  Gradison,  Mr.  Dan- 
nemeyer,  Mr.  Gallo,  Mr.  Rose,  and  Mr. 
Boehlert. 

H.J.  Res.  657:  Mrs.  Johnson.  Mr.  Barnes. 
Mr.  Feighan.  Mr.  Nowak.  Mr.  de  la  Garza. 
Mr.  Hayes.  Mr.  Weber.  Mr.  Gallo,  Mr. 
Crane,  Mr.  Coyne,  Mr.  Murtha.  and  Mr. 
Livingston. 

H.J.  Res.  661;  Mr.  Brown  of  California. 
Mr.  Burton  of  Indiana.  Mrs.  Byron.  Mr. 
Dannemeyer.  Mr.  Emerson,  Mr.  Kasich,  Mr, 
Kindness,  Mr.  Kostmayer,  Mr.  Lehman  of 
California,  Mr.  Lewis  of  California,  Mr. 
LujAN,  Mr.  Lundine,  Mr.  Mollohan,  Mr. 
Murtha,  Mr.  Nielson  of  Utah,  Mr.  Olin, 
Mr.  Stump,  Mr.  Torres,  Mr.  Valentine,  Mr, 
Weber,  Mr.  Young  of  Alaska,  Mr.  Young  of 
Missouri.  Mr.  Mineta.  and  Mr.  Donnelly. 

H.J.  Res.  688:  Mr.  Ford  of  Tennessee.  Mr. 
Rose,  Mr.  Murphy,  Mr.  Hendon.  Mr.  Stag- 
gers. Mr.  Lehman  of  Florida,  Mr,  Foster, 
Mr,  Wise,  Mr.  Dixon.  Mr.  Clay,  Mr,  Don- 
nelly, Mr.  Prank.  Mr.  Gregg.  Mr.  McKer- 
nan, Mr.  Mavroules,  Mr.  Petri,  and  Mr. 
Walgren. 

H.J.  Res.  706:  Mr.  Traficant.  Mr.  Pish, 
and  Mrs.  Boxer. 

H.J.  Res.  716:  Mr.  Parris.  Mrs.  Boxer.  Mr. 
Wylie,  Mr.  Lipinski.  Mr.  Mineta.  and  Mr. 
Pish. 

H.J.  Res.  720:  Mr.  Daniel.  Mr.  Kasich, 
Mr.  Badham.  Mr.  Lagomarsino,  Mr.  Berman, 
Mr.  Waxman,  Mr.  Wortley,  Mr.  Prenzel, 
Mr.  Wolf,  Mr.  Matsui,  Mr.  Guarini,  Mr. 
Hayes,  Mr.  Mineta.  Mr.  Bosco.  Mr.  Roe, 
Mr.  Whittaker,  Mr.  Towns,  Mr.  Leland. 
Mr.  Mrazek.  Mr.  Frost.  Mr.  Smith  of  Flori- 
da. Mr.  MoNSON.  Mr.  Fuqua,  Mr.  Horton, 
and  Mr.  Nielson  of  Utah. 

H.J.  Res.  733;  Mr.  Erdreich.  Mr.  Hoyer. 
Mr.  Abercrombie.  Mr.  Morrison  of  Con- 
necticut. Mr.  Murphy.  Mr.  Murtha.  Mr. 
McCloskey.  Mr.  Weiss.  Ms.  Oakar.  Mr. 
Neal,  Mr.  Perkins,  and  Mr.  Richardson. 

H.J.  Res.  735:  Mr.  Owens.  Mr.  Rangel,  Mr. 
Schumer.  Mr.  Scheuer.  Mr.  Ackerman.  Mr. 
Green.  Mr.  Solarz,  Mr.  Molinari,  and  Mr. 
Weiss. 

H.J.  Res.  737:  Mr.  Blaz,  Mr.  Green.  Mr. 
Boner  of  Tennessee.   Mrs.  Bentley,  Mrs. 
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Burton  of  California.  Mr.  CAtLAHAw,  Mr. 
Bryant,  Mr.  Carper,  Mr.  Carney,  Mr.  Lewis 
of  Florida.  Mr.  Courter,  Mr.  Coyne,  Mr. 
Fazio,  Mr.  Lowry  of  Washington.  Mr.  Fren- 
ZEL.  Mr.  Poclietta.  Mr.  de  Lugo.  Mr. 
Garcia.  Mr.  DioGuardi.  Mr.  Dwyer  of  New 
Jersey.  Mr.  Dymally,  Mr.  Gray  of  Illinois. 
Mr.  GUARiNi.  Mr.  Hansen,  Mr.  Ortiz.  Mr. 
Daniel.  Mr.  Richardson.  Mr.  Wolpe.  Mr. 
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Manton.  Mr.  Hefner.  Mr.  Hopkins,  Mr. 
HORTON,  Mr.  Lantos,  Mr.  Walgren,  Mr. 
MacKay,  Mr.  Berman.  Mr.  Bustamante.  Mr. 
KosTMAYER.  Mr.  Traxler.  Mr.  Sabo,  Mr. 
SiLJANDER,  Mr.  Chappie,  Mr.  Skelton,  Mr. 
CoELHo,  Mr.  Daschle,  Mr.  Kemp,  Mr.  Lent, 
Mr.  MoAKLEY,  Mr.  Lagomarsino,  Mr.  Wirth, 
Mr.  DoRGAN  of  North  Dakota,  Mr.  McDade, 


Mr.  Kolter,  Mr.  Lewis  of  California,  Mr. 
ScHUMER,  and  Mr.  Chappell. 

H.  Con.  Res.  36:  Mr.  Mrazek  and  Mr.  St 
Germain. 

H.  Con.  Res.  233;  Mr.  Slattery. 

H.  Con.  Res.  359:  Mr.  Abercrombie. 

H.  Res.  556:  Mr.  DioGuardi  and  Mr. 
Horton. 


Mr.  Studds, 
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THE  STATELESS  OF  CYPRUS 


HON.  CHARLES  WILSON 

or  TEXAS 
IH  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  WILSON.  Mr.  Speaker,  I  would  like  my 
colleagues  to  be  aware  of  a  Wall  Street  Jour- 
nal article.  September  22.  1966: 

The  Stateless  op  Cyprus 

When  President  Rauf  Denktasti  of  the 
"Turkish  Republic  of  Northern  Cyprus"  ar- 
rived in  the  U.S.  last  week,  he  and  his  en- 
tourage were  given  visas  stamped  "stateless 
persons."  That  is  l)ecause  the  U.S.  recog- 
nizes only  the  Greek  Cypriot  government. 
The  U.S.  should  reconsider  that  policy. 

The  problem  of  Cyprus  can  be  summed  up 
in  two  words.  Andreas  Papandreou.  The  last 
thing  the  socialist  Greek  premier  wants  is  a 
resolution  of  the  island's  differences.  He 
would  lose  his  opportunity  to  accuse  Turkey 
of  devious  intentions,  which  he  does  to  dis- 
tract Greeks  from  their  decrepit  economy. 
Just  as  important,  he  would  lose  the  collu- 
sion of  the  U.S.  Congress.  Since  Turkeys 
1974  military  intervention.  U.S.  aid  has  been 
held  to  a  10.7  ratio  for  Turkey  and  Greece. 
That  allows  Mr.  Papandreou  to  influence 
military  aid  to  Turkey  by  not  making  full 
use  of  his  own. 

Cyprus  is  not  Lebanon  nor  Northern  Ire- 
land. The  Turkish  intervention  effectively 
separated  the  island's  two  nationalities  who. 
for  14  years,  had  l>een  periodically  pitted 
against  each  other  by  a  succession  of  dema- 
gogues. The  Turkish  minority— about  20%— 
is  not  asking  for  equal  government  repre- 
sentation. It  wants  the  system  promised  by 
the  1960  independence  constitution  that  was 
signed  by  Britain  with  Greece  and  Turkey 
as  guarantors.  This  would  still  give  Greeks 
the  presidency  and  the  upper  hand  in  the 
legislative  bodies.  If  Turkish  rights  could  be 
secured,  Mr.  Denktash  would  be  willing  for 
his  government,  now  recognized  only  by 
Turkey,  to  be  temporary. 

It  is  one  of  the  great  myths  of  our  time 
that  Turkey  is  behind  the  troubles.  Athens. 
not  Ankara,  is  the  enemy  of  Cyprus.  In 
1974,  the  Greek  colonels  staged  a  coup  on 
the  island  to  encourage  mainland  interest  in 
unification.  They  replaced  Archbishop  Ma- 
karios  with  a  convicted  pro-unification  ter- 
rorist. This  led  to  bloodshed  and  the  arrival 
of  troops  from  Turkey.  A  Greek  appeals 
court  in  1979  said  that.  "Turkey,  as  one  of 
the  guarantor  powers,  had  the  right  to  ful- 
fill her  obligations.  The  real  culprits  are  the 
Greek  officers  who  engineered  and  staged  a 
coup  and  prepared  the  conditions  for  this 
intervention." 

Mr.  Denktash  told  Journal  editors  that 
his  problems  are  not  so  much  with  current 
Greek  Cypriot  leader  Spyros  Kyprianou  as 
with  Mr.  Papandreou,  who  has  blocked  all 
compromise  proposals  by  U.N.  Secretary 
General  Perez  de  Cuellar.  Mr.  de  Cuellar 
proposes  more  talks  this  month,  but  Mr. 
Papandreou  says  he  wants  an  international 
conference  instead.  Coincidence  no  doubt, 
but  the  Soviets  have  seconded  the  motion 
for  a  conference.  Their  goal  is  to  remove 


Turkish  troops  and  two  British  bases  that 
are  major  Middle  East  listening  posts  for 
the  West. 

The  Greek  Cypriots  have  nothing  to  gain 
from  a  divided  economy,  which  has  reduced 
trade  l)etween  the  two  communities  to 
smuggling.  Nor  is  it  in  their  interest  to  edge, 
along  with  Mr.  Papandreou.  toward  the 
outer  limits  of  NATO.  Nicosia  has  bravely 
jailed  terrorist  who  murdered  Israeli  tour- 
ists and  has  helped  with  U.S.  military  ma- 
neuvers in  the  area. 

The  Greek  colonels  should  have  taught 
Mr.  Papandreou  that  the  jingo  approach  to 
Cyprus  won't  save  a  faltering  government  in 
Athens.  But  so  far  he  hasn't  taken  the  hint. 

The  U.S.  should  recognize  the  Denktash 
government  while  encouraging  the  Greek 
Cypriots  to  separate  themselves  from  Mr. 
Papandreou.  This  could  be  just  the  stick  to 
prod  Athens  into  letting  Cyprus  be  Cyprus. 


TODAY'S  PARMER 


And  say  to  you.  Buddy,  you're  a  poor  man- 
ager. 

What  can  farmers  say  to  convince  politi- 
cians; 

There  must  be  a  stop  to  foreclosure  morti- 
cians? 

Once  our  land  is  all  owned  by  a  few  corpora- 
tions; 

Pood  prices  will  soar  from  consolidation. 

And  your  kids  and  grandkids  will  beg  for 
each  meal; 

Like  starving  Africans— thin  as  weeds  in  a 
field. 


HON.  BYRON  L  DORGAN 

OF  NORTH  DAKOTA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  DORGAN  of  North  Dakota.  Mr.  Speaker, 
our  family  farmers  are  experiencing  serious 
difficulties  today. 

But  how  many  of  us  really  understand  the 
feelings  of  hopelessness  and  despair  faced  by 
these  families.  Recently,  I  received  a  poem 
from  Valeria  Kibbel.  of  Mott,  NO,  which  de- 
picts the  experiences  of  all  too  many  family 
farmers  today. 

I  hope  that  this  poem  will  serve  as  a  painful 
reminder  to  all  of  us  that  the  farm  problem  is 
not  getting  better  and  that  we  need  to  act 
now  to  help  our  family  farmers. 
Todays  Farmer 
(By  Valeria  M.  Kibbel) 
To  be  a  serious  farmer  you  start  in  child- 
hood: 
For  kids,  it's  a  fact;  chores  are  good. 
So  you  milk  the  cows  and  feed  the  pigs. 
Gather  the  eggs— and  potatoes?  Dig! 
Later,  it's  off  to  college  to  learn 
How  to  manage  the  money  you'll  earn. 
And  when  you're  finished  and  back  on  the 

farm. 
The  years  go  by.  but  no  money.  What  harm. 
Next  year,  you  say,  things  will  improve; 
■You'll  take  a  vacation  and  get  in  the  groove. 
More  years  go  by  *  *  *  grain  prices  are  down; 
Hail  and  winds  pound  the  wheat  to  the 

ground. 
Now  parts  are  needed  to  work  up  the  land. 
Two  tiny  pieces  that  fit  in  one  hand. 
Six   hundred  dollars?   You   repeat  with  a 

gasp; 
There  goes  the  money  you  intended  for  gas. 
Before  you  get  close  to  retirement,  still 
You  want  to  be  settled  on  the  land  you've 

tilled. 
But  the  U.S.  can  take  it  and  call  it   "land 
transfer"; 


MORALS  AND  GOVERNMENT 


HON.  LEE  H.  HAMILTON 

OF  INDIANA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  HAMILTON.  Mr.  Speaker,  I  would  like  to 
insert  my  Washington  Report  for  Wednesday, 
September  24,  1986,  into  the  Congressional 
Record: 

Morals  and  Government 

In  almost  every  public  meeting  I  hold  now 
in  Indiana,  the  question  of  the  moral  cli- 
mate in  America  comes  up.  Hoosiers  sense 
that"  the  moral  fabric  of  the  nation  is  weak- 
ening. They  are  concerned  about  the  wide- 
spread use  of  abortion,  expanded  drug  use, 
rising  divorce  rates,  teenage  pregnancy,  ho- 
mosexuality, pornography,  and  crime.  They 
worry  about  the  kind  of  morality  taught  in 
schools  and  on  TV,  and  feel  that  the  family 
structure  is  weakening.  They  are  tolerant  of 
differences  in  lifestyle,  but  feel  that  some 
things  have  gotten  out  of  hand.  They  ask 
what  the  federal  government  can  do  to  help. 

It  is  clear  that  traditional  values  are  l)eing 
challenged.  A  recent  nationwide  poll  found, 
for  example,  that  a  third  of  young  adults 
feel  that  it  is  sometimes  justified  to  steal 
from  their  employer,  and  half  say  they 
would  vote  for  a  homosexual  for  President. 
In  my  recent  9th  District  questionnaire,  mo- 
rality was  thought  to  be  America's  number 
one  problem,  ahead  of  unemployment,  the 
federal  deficit,  or  war. 

Changing  standards  of  morality  are  not 
just  private  matters,  but  can  have  a  clear 
public  dimension.  For  example,  drug  use 
costs  America  $100  billion  annually  in 
crime,  medical  costs,  and  lost  productivity; 
drunk  driving  causes  half  of  the  traffic 
deaths  in  the  US;  teenage  pregnancy  perpet- 
uates cycles  of  welfare  dependency;  sexually 
transmitted  diseases  boost  public  health 
costs;  employee  theft  adds  up  to  15%  to  the 
price  of  consumer  goods;  and  cheating  on 
income  taxes  costs  the  federal  government 
$100  billion  each  year. 

There  are,  of  course,  obvious  limits  to  the 
federal  government's  involvement  in  pro- 
moting morality.  Americans  have  traditiona- 
ly  been  wary  of  government  meddling  in 
moral  questions.  One  person's  moral  cru- 
sade is  another's  witch-hunt.  Values  may 
vary,  as  some  might  find  the  shift  to  greedi- 
ness among  Americans  more  troublesome 


•  This  "bullet"  symbol  identifies  statements  or  insertions  which  are  not  spoken  by  a  Member  of  the  Senate  on  the  floor. 
Matter  set  in  this  typeface  indicates  words  inserted  or  appended,  rather  than  spoken,  by  a  Member  of  the  House  on  the  floor. 
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than  changing  patterns  of  sexual  behavior. 
Moreover,  many  current  moral  issues  are 
not  primarily  federal  matters:  examining 
textt>ooks  for  proper  moral  tone,  for  exam- 
ple, is  a  state  matter,  curbing  pornography 
and  violent  crime  falls  largely  under  state 
and  local  jurisdiction:  and  instilling  strong 
morals  in  our  young  is  generally  left  to  the 
family  and  church.  Still,  the  federal  role 
can  be  significant.  Government  efforts  to 
impose  moral  values  on  the  public  have  a 
long  and  illustrious  history,  from  early  anti- 
slavery  efforts  to  today's  anti-apartheid 
movement. 

Several  ways  that  the  Congress  can  at- 
tempt to  improve  moral  standards  occur  to 
me.  First,  we  in  Congress  must  set  a  good 
example.  Americans  are  fed  up  with  politi- 
cians and  leaders  telling  them  how  to  live, 
but  who  are  themselves  living  less  than  ex- 
emplary lives.  I  have  been  encouraged  by 
past  improvements  in  our  congressional 
standards  of  official  conduct,  such  as  those 
to  broaden  the  scope  of  ethics  rules  and  im- 
prove the  public  disclosure  of  Members'  per- 
sonal finances.  'Vet  additional  steps  are 
needed,  for  example,  to  curb  the  corrupting 
power  of  special  interest  money. 

Second,  Congress  can  pass  appropriate 
legislation  to  address  specific  areas  of  moral 
concern,  even  when  its  role  is  a  secondary 
one.  For  example,  in  recent  years  Congress 
has  passed  legislation  to:  expand  assistance 
for  state  and  local  anti-crime  efforts,  broad- 
en international  drug  eradication  and  inter- 
diction efforts,  prohibit  discrimination,  im- 
prove the  access  of  student-initiated  high 
school  religious  groups  to  school  facilities, 
curb  federal  funding  of  abortion,  tighten 
laws  against  mailing  obscene  matter  and 
against  child  pornography,  and  encourage 
states  to  raise  the  drinking  age. 

Third.  Congress  can  encourage  education- 
al efforts  at  various  levels.  As  our  experi- 
ence with  Prohibition  taught  us,  legislating 
morals  is  difficult,  no  matter  how  well-in- 
tentioned our  efforts  may  be.  Often,  educa- 
tion programs  to  change  attitudes  will  be 
more  effective  than  legislation  dictating 
how  to  act.  For  example,  there  is  a  growing 
recognition  that  various  law  enforcement  ef- 
forts to  stem  the  drug  trade  may  continue 
to  fall  short  as  long  as  our  young  people 
think  that  drug  use  is  acceptable,  even 
glamorous.  The  federal  government  is  thus 
giving  more  emphasis  to  changing  attitudes 
about  drug  use.  through  a  wide  variety  of 
educational  programs  stressing  the  dangers 
of  drugs. 

Fourth,  Congress  can  become  more  alert 
to  the  way  that  "non-moral"  public  policy 
decisions  can  have  wide-ranging  effects  on 
moral  issues  and  especially  on  the  American 
family.  For  example,  the  federal  welfare 
program  aiding  unmarried  mothers  has  in 
fact  encouraged  fathers  to  remain  outside 
the  family;  tough  economic  times  have 
forced  many  mothers  with  young  children 
into  the  workplace;  and  the  different  tax 
treatment  of  unmarried  and  married  two- 
earner  couples  provides  a  tax  penalty  for 
getting  married.  Even  valuable  programs 
like  social  security  affect  the  family  struc- 
ture, as  its  income  guarantees  have  reduced 
interaction  between  elderly  parents  and 
children. 

Finally,  Congress  can  give  wide  national 
attention  to  an  issue,  even  when  it  is  not 
primarily  within  federal  jurisdiction,  such 
as  the  fight  against  drunk  driving.  Congres- 
sional hearings  and  mailings  can  spotlight 
issues,  and  the  weight  of  Congress  t)€hind  a 
cause  can  help  mobilize  local  efforts.  For 
many  issues  of  public  morality,  this  is  Con- 
gress's major  weapon. 


EXTENSIONS  OF  REMARKS 

Besides  government  efforts,  addressing 
moral  concerns  can  take  place  on  many 
levels— from  consumer  boycotts  of  stores 
selling  pornography  and  business  crack- 
downs on  employee  drug  use,  to  broad  expo- 
sure of  the  unethical  dealings  of  top  execu- 
tives and  local  youth  programs  to  instill  a 
respect  for  the  law.  More  public  attention 
can  be  given  to  those  making  the  ethically 
tough  decisions  or  sacrificing  to  help  others. 
The  importance  of  the  family  in  nurturing 
moral  standards  cannot  be  overstated. 

Perhaps  the  most  promising  sign  overall  is 
the  growing  public  concern  about  what  can 
be  done  to  reinforce  standards  of  morality. 
A  large  reservoir  of  decency  still  exists  in 
America.  Benevolence,  order,  and  trust  are 
what  make  our  society  work.  Reinforcing 
them  is  an  effort  worth  undertaking. 


H.R.  4300  HAS  RECEIVED  FULL 
AND  FAIR  LEGISLATIVE  CON- 
SIDERATION 


HON.  WILLIAM  (BILL)  CUY 

OF  MISSOURI 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  CLAY.  Mr.  Speaker,  on  September  16, 
1986,  certain  inaccurate  statements  were 
made  on  the  House  floor  with  respect  to  H.R. 
4300,  the  Family  and  Medical  Leave  Act  of 
1986.  As  the  sponsor  of  this  bill  and  the  chair- 
man of  the  Subcommittee  on  Labor-Manage- 
ment Relations,  which  has  jurisdiction  over 
this  issue,  I  feel  it  is  important  to  set  the 
record  straight. 

It  was  stated  on  the  floor  and  then  repeated 
before  the  Rules  Committee  that  the  hearings 
held  on  H.R.  4300  included  only  the  testimony 
of  the  bill's  supporters  and  that  no  attempt 
was  made  to  gather  opposing  views.  To  set 
the  record  straight,  during  the  consideration  of 
the  Family  and  Medical  Leave  Act  we  have 
sought  and  received  the  views  of  interested 
parties  on  all  sides  of  the  issue.  In  addition,  I 
am  aware  of  no  one  who  requested  time  to 
testify  at  the  well-publicized  hearings  on  the 
bill  who  was  denied  the  opportunity  to  do  so. 

Three  days  of  hearings  were  held  by  the 
four  subcommittees  to  whom  family  leave  leg- 
islation was  referred  during  this  Congress— on 
October  17,  1985,  and  on  AphI  10  and  22, 
1986.  At  the  joint  hearing  on  H.R.  4300,  held 
on  April  22,  1986,  by  the  Subcommittee  on 
Labor-Management  Relations  and  the  Labor 
Standards  Subcommittee,  a  wide  range  of  wit- 
nesses testified,  including  a  panel  of  employ- 
ers some  of  whom  favored  the  bill  and  some 
of  whom  did  not.  Susan  Hager,  president  of 
Hager,  Sharp  &  Abramson,  Inc.  testified  on 
behalf  of  the  U.S.  Chamber  of  Commerce  who 
has  lead  the  opposition  to  the  bill.  In  addition 
to  those  that  appeared,  dozens  of  companies, 
experts  in  the  field  of  child  care  and  family  re- 
lations, and  representatives  of  employee 
groups  were  invited  to  testify,  many  of  whom 
submitted  testimony.  The  record  for  the  3 
days  of  hearings  is  more  than  400  pages  long. 

On  June  12,  1986,  the  Subcommittee  on 
Labor-Management  Relations  favorably 
marked  up  H.R.  4300,  after  the  consideration 
of  several  amendments.  The  Committee  on 
Education  and  Labor  favorably  ordered  report- 
ed H.R.  4300,  as  amended  by  a  substitute 
which  I  offered,  on  June  24,  1986. 


26373 

Throughout  the  committee's  consideration 
of  H.R.  4300,  we  have  made  every  effort  to 
adequately  address  the  needs  of  workers  and 
families  without  imposing  an  unreasonable 
burden  on  employers.  In  the  great  majority  of 
families  today  all  the  adult  members  work. 
Such  families  need  help  as  they  struggle  to 
find  ways  to  carry  out  their  traditional  role  of 
caring  for  family  members  in  this  new  eco- 
nomic climate.  A  minimum  standard  for  tem- 
porary unpaid  leave,  like  other  Federal  stand- 
ards such  as  the  minimum  wage,  would  pro- 
vide significant  help.  The  Family  and  Medical 
Leave  Act  would  assure  that  pressing  family 
responsibilities  and  medical  illnesses  do  not 
jeopardize  the  long  term  job  security  of  work- 
ers. It  is  in  the  interest  of  families  as  well  as 
employers  and  employees. 


UNITED  STATES-JAPAN  TRADE 
NEGOTIATIONS 


HON.  FRANK  HORTON 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  HORTON.  Mr.  Speaker,  officials  from 
the  Governments  of  the  United  States  and 
Japan  met  recently  for  a  2-day  meeting  on 
auto  parts.  As  many  of  you  know,  Amencan 
companies  are  finding  it  almost  impossible  to 
break  into  the  Japanese  auto  parts  market  be- 
cause of  various  nontanff  trade  barriers.  As  is 
often  the  case,  we  have  virtually  wide  open 
markets  for  Japanese  auto  parts. 

Negotiations  between  our  two  countnes  on 
this  delicate  issue  will  be  iong  and  difficult. 
We  in  Congress  must  continue  to  express  in- 
terest in.  and  exert  pressure  on,  these  talks. 

Mr.  Speaker,  this  was  the  first  of  a  number 
of  meetings  between  Japanese  and  Amencan 
trade  officials.  The  lines  of  communication 
have  been  opened,  the  initial  agenda  before 
the  group  has  been  addressed.  But  these 
meetings  were  only  a  small  step  in  the  goal  of 
free  trade  in  the  international  auto  parts 
market.  We  in  Congress  must  facilitate  the 
process  by  continuing  public  pressure  on  the 
Japanese  Government  to  open  their  markets 
to  us  just  as  we  open  our  markets  to  them. 

Our  auto  parts  industry  needs  a  fair  shake.  I 
hope  U.S.  negotiators  will  continue  their  good- 
faith  efforts  toward  a  satisfactory  conclusion 
on  these  important  talks. 


THE  SONNENBERG  GARDENS 


HON.  JACK  F.  KEMP 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  KEMP.  Mr.  Speaker,  the  Sonnenberg 
Gardens  in  Canandiagua,  NY,  are  one  of  the 
most  magnificent  late  Victorian  gardens  ever 
created  in  America  and  a  great  cultural  and 
educational  asset  to  the  Finger  Lakes  region. 
The  gardens  are  a  picturesque  look  into  life  at 
the  turn  of  the  century.  The  50  acres  of  beau- 
tiful gardens,  as  well  as  the  40-room  mansion 
and  conservatory  they  surround  are  open  to 
the  public  for  public  tours.  Eight  formal  gar- 
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dens  feature  outstanding  classical  statuary, 
waterways,  and  fountains.  The  mansion 
rooms— ranging  from  Renaissance  to  19tfi 
century — decorative  arts  collection,  and  tfie 
mansion  itself  present  a  unique  view  of  tfie 
Victorian  era  architecture  and  lifestyle.  The  fa- 
cilities extend  themselves  to  summer  educa- 
tional workshops  in  everything  from  horticul- 
ture and  landscape  design  to  art,  science,  and 
drama.  Sonnenberg  Gardens  are  also  a  major 
tourist  attraction  in  the  Finger  Lakes  region. 

Unfortunately,  a  reverter  clause  in  their 
deed  prevents  Sonnenberg  Gardens  from 
taking  advantage  of  beneficial  long-term  fi- 
nancing for  capital  improvements  and  more 
importantly  from  canying  the  considerable 
value  of  their  real  estate  as  an  asset.  In  addi- 
tk>n,  1987  is  Sonnen|}erg's  centennial  year 
and  It  would  be  wonderful  to  give  this  treas- 
ured landmark  an  eariy  present  by  removing 
the  reverter  clause  The  financial  hardship 
caused  by  the  clause  is  unnecessary,  because 
there  was  never  any  intention  but  to  use  Son- 
nent)erg  Gardens  as  a  nonprofit  educational 
facility. 

In  this  case  the  reverter  clause  is  an  unrea- 
sonable burden,  and  today,  as  Sonnenberg 
Gardens  near  their  centennial  year  of  1987,  I 
am  introducing  legislation  to  remove  the  re- 
verter clause  and  allow  the  gardens  to  be  de- 
veloped to  their  fullest  potential  as  an  educa- 
tional and  cultural  facility. 


THE  WAR  ON  DRUGS 


HON.  WALTER  L  FAUNTROY 

OF  THE  DISTRICT  OF  COLUMBIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday.  September  24,  1986 

Mr.  FAUNTROY.  Mr.  Speaker,  few  areas  of 
corrcern  have  gripped  the  collective  mind  of 
our  Nation  as  has  the  use,  abuse,  and  distri- 
bution of  illegal  drugs.  Every  department  of 
the  Federal  Government  is  responding  with 
educational  programs  to  insure  the  Federal 
worker  is  aware  of  the  dangers  of  using  illegal 
drugs.  This  past  Sunday  night,  President 
Reagan  and  Mrs.  Reagan  spoke  to  the  Ameri- 
can people  of  the  need  for  vast  and  sweeping 
changes  in  this  country's  attitude  toward  the 
use  and  sale  of  illegal  drugs.  Last  Thursday, 
this  txxJy  passed  an  unprecedented  piece  of 
legislation  that,  if  signed  into  law  by  the  Presi- 
dent, would  provide  the  death  penalty  as  part 
of  the  war  on  drugs. 

Today,  I  will  introduce,  for  the  second  time, 
a  bill  which  would  provide  for  the  establish- 
ment of  tfie  Washington  Metropolitan  Drug 
Authority  (WMADA).  At  present,  $1.5  billion  to 
$2  billion  are  t}eing  exchanged  on  the  streets 
of  our  Nation's  Capital  for  the  sale  and  pur- 
chase of  illegal  drugs.  According  to  testimony 
given  at  drug  hearir>gs  held  by  the  Subcom- 
mittee on  Fiscal  Affairs  and  Health,  which  I 
chair,  of  the  Committee  on  the  District  of  Co- 
lumbia, the  streets  of  the  District  of  Columbia 
are  being  used  as  the  point  of  transaction  for 
buyers  arid  sellers  from  the  surrounding  Mary- 
larxl  and  Virginia  counties.  Local  law  enforce- 
ment agencies  can  only  do  so  much  to  deal 
with  this  problem.  At  present,  interstate  com- 
pacts and  limited  personnel  hamper  the  work 
ttiat  needs  to  be  done  to  eradicate  this  plague 
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from  the  streets  of  our  Nation's  Capital.  I  be- 
lieve this  legislation  is  both  timely  and  impor- 
tant and  deserves  the  support  of  every 
Member  who  voted  for  the  omnibus  drug  bill. 
Joining  me  are  fellow  Members:  Mike 
Barnes.  Stan  Parris.  Ronald  Dellums, 
Mervyn   Dymally,   Bill  Gray,   and   Steny 

HOYER. 


September  25,  1986 


HONORING  THE  BROWARD 
COUNTY  EXPO  FOR  THE 
HANDICAPPED 


HON.  LAWRENCE  J.  SMITH 

OF  FLORIDA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  SMITH  of  Florida.  Mr.  Speaker,  I  am 
pleased  to  announce  that  on  October  9  and 
10,  1986,  the  Paralyzed  Veterans  Association 
will  once  again  host  the  Broward  County  Expo 
for  the  Handicapped  in  celebration  of  National 
Employ  the  Handicapped  Week. 

This  Expo  IS  dedicated  to  promoting  the 
goal  that  handicapF)ed  persons  must  have  the 
same  opportunities  in  life  that  are  available  to 
all  others.  We  must  continue  to  promote  the 
employment  of  the  handicapped  who  show 
themselves  to  be  very  capable  and  productive 
individuals  in  our  society. 

The  future  holds  for  us  many  opportunities. 
Our  Nation  depends  on  the  efforts  of  all  our 
people  to  meet  the  challenges  of  the  future.  It 
is  up  to  us  now  to  recognize  the  potential  of 
the  productivity  of  the  handicapped  people,  so 
that  we  can  grasp  those  opportunities  as  a 
unified  community,  one  that  works  together  for 
the  public  good. 

Mr.  Speaker,  I  commend  the  efforts  of  the 
Expo  Committee  and  all  those  involved  in  the 
creation  of  this  special  event.  We  must  salute 
the  efforts  of  our  neighbors,  and  join  them  in 
their  dedication  to  help  provide  the  best  op- 
portunities for  the  handicapped  people.  In  ad- 
dition, I  salute  the  strength  and  determination 
of  handicapped  individuals  who  overcome  all 
physical  and  mental  disabilities  to  become 
contributing  members  of  our  community. 


OMNIBUS  WATER  BILL 


HON.  RON  PACKARD 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  PACKARD.  Mr.  Speaker,  as  we  near  the 
end  of  this  congressional  session,  I  want  to 
stress  to  my  colleagues  how  crucial  it  is  that 
we  pass  an  omnibus  water  bill.  Water  is  the 
lifeblood  of  our  great  Nation.  We  need  a  bill 
which  will  allow  our  water  resources  to  be  de- 
veloped and  maintained  in  the  most  prudent 
manner  possible. 

I  commend  to  my  colleagues  an  article  pub- 
lished in  the  August  1986  issue  of  Civil  Engi- 
neering magazine,  entitled  "Federal  Water  De- 
velopment: Is  the  End  Near?"  The  article  was 
written  by  Cari  R.  Nelson  who  is  the  director 
of  public  works  in  the  environmental  manage- 
ment agency  of  the  county  of  Orange.  CA.  I 
request  Mr.  Nelson's  article  be  entered  into 
the  Record. 


I  believe  Mr.  Nelson  succinctly  defines  the 
current  debate  over  the  future  of  Federal 
water  development.  I  urge  my  colleagues  to 
support  passage  of  H.R.  6  when  it  emerges 
from  the  conference  committee. 

[Prom  Civil  Engineering  magazine,  August 
1986] 

Federal  Water  Development:  Is  the  End 
Near? 

(By  Carl  R.  Nelson) 

Water  resources  development  means  dif- 
ferent things  to  different  people.  To  those 
individuals  who  have  experienced  a  life  and 
property  threatening  flood,  flood  control  is 
of  primary  importance.  For  those  who  have 
had  to  ration  water  to  sprinkle  lawns,  wash 
dishes,  and  bathe,  water  conservation  is  the 
major  concern.  Others  feel  that  preserving 
America's  plant  and  animal  heritage  is  the 
most  important  element  of  water  resource 
development.  For  those  of  us  responsible  for 
developing  this  precious  resource,  we  must 
consider  all  equal  and  compatible. 

Yet.  recent  tight  budget  policies  and  what 
I  feel  are  unjustified  criticisms  have  made  it 
impossible  to  secure  congressional  approval 
of  a  federal  Water  Resources  Development 
•Omnibus"  bill  for  the  past  decade.  The 
most  recent  bills,  H.R.  6  (Howard)  and  S. 
1567  (Abdnor)  have,  during  the  past  year, 
overcome  many  hurdles  and  achieved  pas- 
sage by  their  repective  houses  of  Congress. 
Nonetheless,  there  are  critical  differences 
between  the  two  which  must  be  resolved  in 
a  conference  committee  before  a  unified  bill 
may  be  passed  by  both  houses  and  forward- 
ed to  the  president. 

The  biggest  difference  between  the  two 
bills  is  in  the  number  of  projects  authorized. 
The  Senate  version  contains  approximately 
$11  billion  in  authorizations,  while  the 
House  version  is  about  $20  billion.  Assistant 
Secretary  of  the  Army  Robert  Dawson  has 
indicated  that  the  president's  senior  advis- 
ers will  recommend  approval  only  if  the 
final  version  of  the  bill  addresses  serveral 
issues:  the  final  bill  should  not  contain 
projects  which  have  not  received  a  full  eco- 
nomic feasibility  review  by  the  administra- 
tion; projects  in  the  bill  must  generate  ade- 
quate revenue,  including  fuel  taxes  on  the 
inland  waterway  system  and  an  ad  valorem 
fee  on  cargo  to  support  Army  Corps  of  Engi- 
neers harbor  maintenance:  municipal  water 
treatment  and  distribution  systems  and  non- 
federal dam  repairs  should  receive  no  feder- 
al loan  subsidies:  the  bill  cannot  exclude 
special  projects  and  regions  from  cost  shar- 
ing: and  the  bill  must  have  some  limit  to 
annual  spending.  Mr.  Dawson  says  he  sees, 
■no  reason  why  many  worthy  projects 
cannot  be  underway  in  the  near  future,  pro- 
ducing positive  benefits  for  the  nation." 

Yet  there  are  those  who  might  wish  to 
debate  indefinitely  the  differences  between 
H.R.  6  and  S.  1567,  and  thus  further  delay 
the  water  resources  development  program 
of  the  United  States.  During  the  years  of 
debate  since  the  last  passage  of  a  major 
water  resources  omnibus  bill,  it  appears  to 
me  that  proponents  of  water  resources  de- 
velopment have  argued  with  each  other  to 
the  detriment  of  their  common  goal:  sus- 
taining the  pace  of  water  recources  develop- 
ment. The  consequence  has  been  a  steady 
decline  in  the  preparation  of  projects. 

The  benefits  of  a  continuing  federal  water 
resources  development  program  are  great. 
Historically,  the  program  has  fostered  a 
strong  construction  industry,  has  been  the 
backbone  of  strong  civil  engineering  indus- 
try, and  most  importantly,  has  resulted  in 
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countless  water  resources  projects  with 
multi-purpose  benefits,  such  as  recreation 
and  navigation.  The  economic  fallout 
reaches  far  beyond  the  flood  control,  water 
conservation,  supply  or  quality  control  rea- 
sons which  were  used  to  justify  the  projects. 

In  order  to  overcome  the  "pork  barrel" 
misconception  of  the  federal  water  re- 
sources development.  I  am  advocating  a  na- 
tionwide groundswell  by  all  members  of  the 
American  Society  of  Civil  Engineers 
through  the  society's  "key  alert"  program. 
Rather  than  writing  to  our  Congressmen 
about  our  individually  favored  projects  (the 
traditional  pork)  ASCE's  key  alert  system 
could  inform  members  of  the  conference 
committee  that  ASCE  members  from  across 
the  nation  are  interested  in  a  unified  House 
and  Senate  bill  that  would  be  acceptable  to 
the  President. 

Every  member  of  ASCE  has  an  interest  in 
furthering  the  nation's  water  resources  de- 
velopment program,  either  from  direct  em- 
ployment in  a  public  agency  or  as  a  member 
of  a  private  firm  upon  which  the  public 
sector  depends  for  many  design  services. 
Every  member  of  ASCE  has  a  congressman 
or  senator  who  deals  either  directly  or  indi- 
rectly with  the  committee  of  Congress  han- 
dling public  works  policy  and/or  financing. 
Most  of  your  congressmen  are  not  engi- 
neers, but  you  are.  It  is  up  to  you  to  share 
your  civil  engineering  perspective  with  the 
members  of  Congress. 

Write  to  your  congressman  about  the  im- 
portance of  water  resources  to  the  nation's 
overall  economy.  Tell  him  or  her  that  local 
cost  sharing  is  a  responsible  measure  that  is 
necessary  to  secure  the  president's  approval. 
Make  clear  that  the  funding  of  water  re- 
sources development  is  a  recyclable  invest- 
ment that  does  not  worsen  the  nation's  defi- 
cit; rather,  it  is  an  investment  that  will  pay 
dividends  into  the  future  far  beyond  most 
other  forms  of  federal  spending. 


KILDEE  PAYS  TRIBUTE  TO  THE 
ASSUMPTION  GREEK  ORTHO- 
DOX CHURCH 


HON.  DALE  E.  KILDEE 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

f»^r.  KILDEE.  Mr.  Speaker,  I  rise  today  to 
bring  to  the  attention  of  my  distinguished  col- 
leagues in  the  U.S.  House  of  Representatives 
the  consecration  of  the  Assumption  Greek  Or- 
thodox Church  in  Flint,  Ml,  on  September  28, 
1986. 

The.  consecration  and  Chrismation  of  the 
Assumption  Greek  Orthodox  Church  is  a 
joyous  occasion  for  its  parishioners,  and  it 
sends  a  powerful  message  of  faith  to  the 
entire  Flint  area. 

The  church  was  founded  in  the  late  1920's 
by  a  group  of  20  immigrant  families,  whose 
commitment  and  courage  laid  the  foundation 
for  a  holy  place  of  worship  that  now  serves 
240  families  in  the  Flint  area.  The  Assumption 
Greek  Orthodox  Church,  which  received  its 
charter  in  1928,  has  been  a  constant  and  un- 
wavering source  of  spiritual  strength  for  its 
congregation.  In  its  early  days  and  after  the 
church  building's  construction  in  1961,  the  vi- 
brant spiritual  life  of  this  church  has  been 
manifest  through  its  sacred  traditions  of  wor- 
ship and  Its  active  service  to  the  community. 


EXTENSIONS  OF  REMARKS 

In  Flint,  we  are  fortunate  to  have  a  strong 
Greek  community,  whose  members  have 
made,  and  continue  to  make,  a  tremendous 
contribution  to  the  quality  of  life  in  the  Flint 
area.  The  Assumption  Greek  Orthodox  Church 
has  not  only  been  a  sacred  place  of  worship 
and  spiritual  guidance  for  its  parishioners,  it 
has  provided  them  with  a  community  of  fellow- 
ship that  is  rich  in  a  shared  faith  and  heritage. 

The  formal  dedication  and  baptism  of  the 
church  on  September  28  is  an  occasion  for 
renewed  faith  and  appreciation  of  a  church 
that  has  met  the  spiritual  needs  of  its  congre- 
gation for  nearly  60  years. 

Mr.  Speaker,'  under  the  spiritual  leadership 
of  its  pastor.  Rev.  Athanas  George,  the 
church  continues  its  tradition  of  religious  com- 
mitment and  community  service  today.  I  would 
like  to  ask  all  of  my  colleagues  in  the  U.S. 
House  of  Representatives  to  join  with  me  now 
in  paying  tribute  to  the  Assumption  Greek  Or- 
thodox Church,  upon  the  occasion  of  its  con- 
secration and  Chrismation. 


THE  lOOTH  RONALD  McDONALD 
HOUSE  OPENING  IN  QUEENS 
COUNTY,  NY 


HON.  GARY  L.  ACKERMAN 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  ACKERMAN.  Mr.  Speaker,  I  rise  today 
to  mark  the  opening  of  the  100th  Ronald 
McDonald  House,  which  will  be  dedicated  on 
Monday,  September  29,  1986. 

The  new  house,  the  first  to  be  opened  in 
Queens,  Nassau,  or  Suffolk  Counties  in  New 
York,  IS  located  on  the  grounds  of  Schneider 
Children's  Hospital,  at  the  Long  Island  Jewish 
Medical  Center. 

Mr.  Speaker,  12  years  ago,  one  family  and 
a  doctor  had  a  small  idea.  When  Kim  Hill  was 
stricken  with  leukemia,  her  parents  and  Dr. 
Audrey  Evans  realized  how  difficult  it  can  be 
for  a  mother  and  father  to  stay  close  to  a 
child  who  has  been  hospitalized.  They  con- 
ceived of  a  simple  solution:  special  homes 
away  from  home  where  parents  and  families 
could  remain  near  the  hospital  without  en- 
countering often-prohibitive  hotel  costs.  The 
seed  that  they  planted  was  sown  generously 
by  McDonald's,  a  corporation  that  cares  about 
the  communities  in  which  it  does  business. 
And  today,  that  seed  has  become  a  network 
of  100  Ronald  McDonald  Houses,  providing  a 
warm  atmosphere  for  families  to  stay  together 
when  they  need  each  other  the  most. 

Fred,  Fran,  and  Kim,  as  well  as  Dr.  Evans, 
will  all  be  present  at  the  dedication  ceremony 
on  Monday.  Their  story,  and  the  entire  history 
of  the  Ronald  McDonald  House  movement,  is 
an  impressive  testiment  to  the  American 
people.  From  the  lone  individuals  who  had  a 
dream,  to  the  corporate  caring  that  brought 
the  dream  to  life,  to  the  private  sharing  that 
keeps  each  house  in  operation  to  this  day, 
this  is  a  slice  of  America  of  which  we  can  all 
be  proud. 

The  Schneider  Children's  Hospital  is  an  ap- 
propriate place  for  the  100th  Rondald  McDon- 
ald House.  Specializing  in  treating  cancers 
that  strike  out  at  our  young  people,  this  institu- 
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tion  of  healing  helps  children  from  the  entire 
New  '/ork  metropolitan  area,  as  well  as 
youngsters  from  across  the  Nation  and  around 
the  worid.  Thanks  to  the  new  facility,  count- 
less children  will  be  able  to  receive  the  com- 
fort and  support  that  only  a  parent  can  bnng.  I 
would  like  to  acknowledge  Lyn  Junck,  presi- 
dent, and  Irving  Klein,  chairman  of  the  board 
of  this  new  Ronald  McDonald  House;  and  Dr. 
Robert  K.  Match,  the  president  of  Long  Island 
Jewish  Medical  Center,  for  their  hard  work  in 
bringing  this  100th  house  to  the  New  York 
area. 

Mr.  Speaker,  I  call  now  on  all  of  my  col- 
leagues to  join  me  in  congratulating  the  Long 
Island  Jewish  Medical  Center,  Schneider  Chil- 
dren's Hospital,  and  all  of  the  people  behind 
every  Ronald  McDonald  House,  as  they  pre- 
pare to  dedicate  this  landmark  site,  and  in 
wishing  the  families  who  take  advantage  of 
the  facility  our  very  best. 


HONORING  35TH  ANNIVERSARY 
OF  THE  KIWANIS  CLUB  OF 
PICO  RIVERA 


HON.  ESTEBAN  EDWARD  TORRES 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24.  1986 

Mr.  TORRES.  Mr.  Speaker,  I  ask  my  col- 
leagues to  join  with  me  today  in  saluting  the 
35th  anniversary  of  the  Kiwanis  Club  of  Pico 
Rivera,  CA. 

On  Sunday,  September  28,  1986,  the  club 
will  conduct  Its  annual  installation  of  officers 
and  will  celebrate  its  charter  date  of  August 
29,  1951. 

It  is  important  to  note  that  the  Pico  Rivera 
Kiwanis  have  been  conducting  chantable  and 
civic  projects  for  the  residents  of  Pico  Rivera 
since  its  charter  as  a  Kiwanis  club.  Recently, 
this  club  has  embarked  on  a  special  effort  to 
help  our  young  people  by  assisting  them  with 
the  Key  Club  at  El  Rancho  High  School. 
These  efforts,  along  with  many  other  year- 
round  projects,  contribute  to  making  Pico 
Rivera  a  special  place  to  live  and  work 

Mr.  Speaker,  I  also  ask  my  colleagues  to 
join  me  in  congratulating  Mr.  Albert  Cortez,  in- 
coming president  of  the  Pico  Rivera  Kiwanis 
Club.  Albert  is  an  outstanding  young  man  who 
has  served  our  community  witth  distinction 
and  dedication. 


THE  STATELESS  OF  CYPRUS 


HON.  ROD  CHANDLER 

OF  WASHINGTON 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24.  1986 

Mr.  CHANDLER.  Mr.  Speaker,  the  United 
States  should  recognize  the  Denktash  govern- 
ment. Here  is  one  of  the  more  positive  pieces 
I've  seen  written  on  that  issue.  Enclosed  is  an 
article  in  Monday's  Wall  Street  Journal. 
The  Stateless  of  Cyprus 

When  President  Rauf  Denktash  of  the 
"Turkish  Republic  of  Northern  Cyprus"  ar- 
rived in  the  U.S.  last  week,  he  and  his  en- 
tourage were  given  visas  stamped  "stateless 
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persons."  That  is  because  the  U.S.  recog- 
nizes only  the  Greelc  Cypriot  government. 
The  U.S.  should  reconsider  that  policy. 

The  problem  of  Cyprus  can  be  summed  up 
in  two  words.  Andreas  Papandreou.  The  last 
thing  the  socialist  Greek  premier  wants  is  a 
resolution  of  the  island's  differences.  He 
would  lose  his  opportunity  to  accuse  Turkey 
of  devious  intentions,  which  he  does  to  dis- 
tract Greeks  from  their  decrepit  economy. 
Just  as  important,  he  would  lose  the  collu- 
sion of  the  U.S.  Congress.  Since  Turkeys 
1974  military  intervention.  U.S.  aid  has  been 
held  to  a  10:7  ratio  for  Turkey  and  Greece. 
That  allows  Mr.  Papandreou  to  influence 
military  aid  to. Turkey  by  not  making  full 
use  of  his  own. 

Cyprus  is  not  Lebanon  nor  Northern  Ire- 
land. The  Turkish  intervention  effectively 
separated  the  island's  two  nationalities  who. 
for  14  years,  had  been  periodically  pitted 
against  each  other  by  a  succession  of  dema- 
gogues. The  Turkish  minority— about  20%— 
is  not  asking  for  equal  government  repre- 
sentation. It  wants  the  system  promised  by 
the  1960  independence  constitution  that  was 
signed  by  Britain  with  Greece  and  Turkey 
as  guarantors.  This  would  still  give  Greeks 
the  presidency  and  the  upper  hand  in  the 
legislative  bodies.  If  Turkish  rights  could  be 
secured,  Mr.  Denktash  would  be  willing  for 
his  government,  now  recognized  only  by 
Turkey,  to  be  temporary. 

It  is  one  of  the  great  myths  of  our  time 
that  Turkey  is  behind  the  troubles,  Athens, 
not  Ankara,  is  the  enemy  of  Cyprus.  In 
1974,  the  Greek  colonels  staged  a  coup  on 
the  island  to  encourage  mainland  interest  in 
unification.  The  replaced  Archbishop  Ma- 
karios  with  a  convicted  pro-unification  ter- 
rorist. This  led  to  bloodshed  and  the  arrival 
of  troops  from  Turkey.  A  Greek  appeals 
court  in  1979  said  that,  'Turkey,  as  one  of 
the  guarantor  powers,  had  the  right  to  fulfil 
her  obligations.  The  real  culprits  are  the 
Greek  officers  who  engineered  and  staged  a 
coup  and  prepared  the  conditions  for  this 
intervention." 

Mr.  E>enktash  told  Journal  editors  that 
his  problems  are  not  so  much  with  current 
Greek  Cypriot  leader  Spyros  Kyprianou  as 
with  Mr.  Papandreou,  who  has  blocked  all 
compromise  proposals  by  U.N.  Secretary 
General  Perez  de  Cuellar.  Mr.  de  Cuellar 
proposes  more  talks  this  month,  but  Mr.  Pa- 
pandreou says  he  wants  an  international 
conference  instead.  Coincidence  no  doubt, 
but  the  Soviets  have  seconded  the  motion 
for  a  conference.  Their  goal  is  to  remove 
Turkish  troops  and  two  British  bases  that 
are  major  Middle  East  listening  posts  for 
ihe  West. 

The  Greek  Cypriots  have  nothing  to  gain 
from  a  divided  economy,  which  has  reduced 
trade  between  the  two  communities  to 
smuggling.  Nor  is  it  in  their  interest  to  edge, 
along  with  Mr.  Papandreou,  toward  the 
outer  limits  of  NATO.  Nicosia  has  bravely 
jailed  terrorists  who  murdered  Israeli  tour- 
ists and  has  helped  with  U.S.  miliUry  ma- 
neuvers in  the  area. 

The  Greek  colonels  should  have  taught 
Mr.  Papandreou  that  the  jingo  approach  to 
Cyprus  won't  save  a  faltering  government  in 
Athens.  But  so  far  he  hasn't  taken  the  hint. 
The  U,S.  should  recognize  the  Denktash 
government  while  encouraging  the  Greek 
Cypriots  to  separate  themselves  from  Mr. 
Papandreou.  This  could  be  just  the  stick  to 
prod  Athens  into  letting  Cyprus  be  Cyprus. 


EXTENSIONS  OF  REMARKS 

TRIBUTE  TO  IKE  SKELTON 


September  25,  1986 


HONORING  ALBERT  ANTONE, 
JR.,  ON  HIS  RETIREMENT 


HON.  LES  ASPIN 

OF  WISCONSIN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday.  September  24.  1986 

Mr.  ASPIN.  Mr.  Speaker,  last  Wednesday, 
as  the  House  approved  the  Goldwater-Nichols 
Department  of  Defense  Reorganization  Act  of 
1986,  general  congratulations  were  extended 
to  some  Members  involved  in  thie  enactment 
of  this  legislation.  One  major  contributor  may 
not  have  received  the  full  measure  of  praise 
that  was  his  due.  I  am  referring  to  the  Honora- 
ble Ike  Skelton  of  Missouri. 

Former  Representative  Richard  C.  White  of 
Texas  was  the  first  congressional  proponent 
of  JCS  reform  back  in  1982.  But  Representa- 
tive White  did  not  run  for  reelection  In  1982. 
Ike  Skelton  took  up  the  banner  and  holds 
the  record  for  the  Incumbent  Member  of  Con- 
gress who  has  consistently  championed  far- 
reaching  defense  organizational  reform  longer 
than  anyone.  In  1983,  Ike  introduced  legisla- 
tion to  reorganize  the  national  military  com- 
mand structure,  including  the  Joint  Chiefs  of 
Staff,  the  Joint  Staff,  and  certain  aspects  of 
the  combatant  commands.  The  bill  that 
passed  last  Wednesday,  In  a  number  of  re- 
spects, traces  its  lineage  to  the  legislation  that 
Ike  Skelton  first  proposed  in  1983. 

In  developing  that  legislation,  and  in  other 
work  on  this  issue  since  then,  Ike  devoted  the 
time  necessary  to  qualify  him  to  speak  with 
authority  on  all  aspects  of  the  issue.  He  has 
had  numerous  meetings  with  knowledgeable 
military  and  civilian  officials  over  the  years  in- 
cluding Gen.  Maxwell  Taylor,  Gen.  David  C. 
Jones,  Mr.  John  Kester,  Gen.  John  A.  Wick- 
ham,  Secretary  of  the  Army  John  O.  March, 
Jr.,  Secretary  of  the  Navy  John  F.  Lehman, 
Jr.,  and  Air  Force  Chief  of  Staff  Gen.  Charles 
A.  Gabriel,  to  name  just  a  few. 

This  year,  during  a  period  of  time  In  which 
Chairman  Nichols  was  recovering  from  sur- 
gery, Ike  took  the  initiative  and  met  with  Pen- 
tagon officials  to  assist  the  committee  in  de- 
veloping its  position  on  several  major  provi- 
sions of  the  legislation.  Though  not  a  member 
of  the  Investigations  Subcommittee,  he  was 
selected  to  be  a  member  of  the  conference 
committee.  In  that  capacity,  he  once  again 
played  a  crucial  role.  He  was  instrumental  in 
negotiating  the  language  of  some  of  the  key 
provisions  of  the  bill,  Including  perhaps  the 
most  Important  provision  of  all,  the  command 
functions  of  the  unified  and  specified  com- 
manders. 

In  closing,  let  me  note  that  organizational 
reform  is  just  one  of  a  number  of  areas  in 
which  Ike  Skelton  has  moved  to  the  fore- 
front on  vital  national  secunty  issues.  He  Is  a 
highly  respected,  valued  member  of  the  Com- 
mittee on  Armed  Services.  I  congratulate  him 
on  his  participation  In  developing  historic  de- 
fense reorganization  legislation  that  will  shape 
our  Nation's  defense  structure  well  into  the 
21st  century. 


HON.  FERNAND  J.  ST  GERMAIN 

OF  RHODE  ISLAND 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday.  September  24,  1986 

Mr.  ST  GERMAIN.  Mr.  Speaker,  It  Is  with  a 
great  deal  of  pleasure  that  I  bhng  due  atten- 
tion to  the  career  of  another  person  who  has 
devoted  many  years  of  his  life  to  public  serv- 
ice. 

In  this  Instance  I  refer  to  Mr.  Albert  Antone, 
Jr.,  who  retired  within  the  past  month  from  his 
position  as  postmaster  of  the  U.S.  Postal 
Service  In  Newport,  Rl, 

Mr.  Antone,  the  youngest  of  eight  children, 
born  to  Josephine  and  Martin  Antone  who  mi- 
grated to  this  country  In  1910  from  the  Cape 
Verdi  Islands,  started  his  service  to  our  coun- 
try dunng  enlistments  In  both  the  U.S.  Army 
and  the  U.S.  Air  Force  earning  an  honorable 
discharge  as  a  staff  sergeant  in  1953  follow- 
ing duty  dunng  the  Korean  war. 

He  entered  the  U.S.  Postal  Service  In  1958 
as  a  temporary  clerk  and  during  his  distin- 
guished career,  he  received  1 1  Postal  Service 
awards  and  two  superior  accomplishments 
awards.  He  participated  very  actively  In  the  af- 
fairs of  the  postal  employees  unions,  both  on 
a  local  and  a  State  level  as  he  had  and  dis- 
played a  firm  commitment  to  the  dignity  of  the 
men  and  women  who  served  In  the  Post 
Office  Department  and  the  continual  need  for 
progress  on  the  various  programs. 

He  rose  steadily  through  the  various  levels 
and  sen/ed  with  distinction  throughout  culmi- 
nating In  his  promotion  to  the  position  as  post- 
master of  the  Newport  facility  In  Apnl  of  1 983, 
in  which  he  succeeded  a  long  line  of  very  dis- 
tinguished Newport  postmasters. 

I  know  that  Al  Antone  will  continue  to  be 
active  In  various  civic  and  charitable  endeav- 
ors In  the  Newport  County  community  and  It 
gives  me  great  pleasure  to  extend  to  him  the 
best  wishes  of  this  party  of  legislators  upon 
his  retirement. 


PERSONAL  EXPLANATION 


HON.  WILLIAM  F.  CUNGER,  JR. 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24.  1986 

Mr.  CLINGER.  Mr.  Speaker,  on  September 
23,  1986,  I  was  absent  from  the  floor  of  the 
House  of  Representatives  for  part  of  the  legis- 
lative business.  Had  I  t>een  present,  I  would 
have  voted  In  the  following  fashion: 

Rollcall  No.  401:  H.R.  5369— asbestos  infor- 
mation, "yea,"  and 

Rollcall  No.  402:  H.R.  4216— Gila  Bend 
Indian  Resen/ation  lands,  'no." 
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HON.  HAL  DAUB 

OF  NEBRASKA 
IN  THE  HOUSE  Of  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  DAUB.  Mr.  Speaker,  I  take  this  opportu- 
nity to  share  a  few  of  the  accomplishments  of 
a  great  Nebraskan  who  was  honored  this 
week  by  the  Nebraska  Society  of  Washington, 
DC. 

Mr.  James  E.  Barrett,  an  Omaha  native,  was 
presented  with  the  first  ever  award  for  service 
to  the  Nebraska  Society. 

Mr.  Barrett,  is  currently  the  executive  vice 
president  of  Mutual  of  Omaha's  Washington, 
DC  office  and  has  provided  continuing  leader- 
ship, guidance,  and  support  to  the  Nebraska 
Society,  its  officers  and  board  members  since 
1957.  Jim  also  served  as  president  of  the  Ne- 
braska Society  in  1 962. 

In  addition,  Jim  has  served  on  the  board  of 
governors,  as  chairman  of  the  executive  com- 
mittee, and  as  president  of  the  United  Service 
Organization  (USO).  He  is  a  trustee  of  The 
American  University  and  The  Behrend  Foun- 
dation in  Washington,  DC  and  Marymount  Uni- 
versity in  Arlington,  VA.  Mr.  Barrett  also 
serves  as  trustee  of  the  National  Capital 
Chapter  of  the  National  Multiple  Sclerosis  So- 
ciety. 

Mr.  Speaker,  I  know  my  colleagues  join  me 
in  saluting  this  outstanding  Nebraskan  and 
American  for  his  achievements. 


THE  SITUATION  IN  CHILE 


HON.  ROBERT  J.  LAGOMARSINO 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  LAGOMARSINO.  Mr.  Speaker,  the 
recent  events  in  Chile  are  a  cause  for  concern 
for  all  of  us  seeking  a  peaceful  transition  to 
democracy  in  that  country  and  for  full  respect 
for  human  rights.  In  the  September  19,  1986, 
edition  of  the  Washington  Times,  syndicated 
columnist  Cord  Meyer  describes  the  problems 
facing  Chile  as  the  case  of  the  two  extremes 
having  the  same  goal  in  common:  "to  obliter- 
ate the  democratic  opposition." 

I  believe  Mr.  Meyer's  analysis  of  the  situa- 
tion in  Chile  deserves  serious  consideration  by 
all  Members  of  Congress,  and  I  urge  my  col- 
leagues to  read  carefully  his  thought-provok- 
ing assessment. 

P»REPARiNG  A  Signal  for  Chile 
(By  Cord  Meyer) 

The  time  available  for  avoiding  a  civil  war 
in  Chile  is  getting  shorter.  There  are  at 
most  two  years  before  Chilean  society  be- 
comes so  irretrievably  polarized  that  a 
peaceful  transition  to  a  democratically 
elected  governinent  is  made  impossible. 

As  the  cycle  of  violence  mounts,  the 
danger  lies  in  the  fact  that  the  two  political 
extremes  feed  on  each  other  at  the  expense 
of  the  democratic  center.  A  State  Depart- 
ment official  has  remarked  that,  "General 
Pinochet  and  the  Communists  both  have 
the  same  short-term  goal— to  obliterate  the 
democratic  opposition. " 
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A  case  in  point  is  the  way  President  Au- 
gusto  Pinochet  reacted  to  the  recent  bloody 
but  unsuccessful  attempt  on  his  life.  Al- 
though the  indications  are  that  this  crime 
was  committed  by  the  clandestine  terrorist 
arm  of  the  Chilean  Communist  Party,  the 
Manuel  Rodriguez  Patriotic  Front,  the  gen- 
eral lashed  out  with  indiscriminate  arrests 
and  with  the  declaration  of  a  general  state 
of  siege  that  limits  press  freedom,  postpones 
the  legalization  of  political  parties,  and  does 
little  to  improve  the  chances  of  finding  the 
real  culprits. 

On  the  extreme  left,  the  evidence  is  grow- 
ing that  the  Communist  Party  leadership  is 
increasingly  committed  to  a  violent  denoue- 
ment. American  intelligence  confirms  that 
the  large  caches  of  arms  recently  discovered 
by  the  Chilean  army  can  be  traced  by  their 
serial  numbers  to  Cuban  sources.  In  the  vul- 
nerability of  the  brittle  Pinochet  dictator- 
ship, the  Soviets  may  see  their  chance  for 
sweet  revenge  against  the  man  who  over- 
threw the  Marxist  regime  of  Salvador  Al- 
lende  in  1973. 

Haunted  by  the  memory  of  the  Carter  ad- 
ministration failure  to  act  in  time  against 
the  Somoza  dictatorship  to  prevent  a  Sandi- 
nista  takeover  in  Nicaragua.  Reagan  offi- 
cials are  acutely  aware  of  the  dangers  of  al- 
lowing Geti.  Pinochet  to  go  forward  with  his 
plan  to  succeed  himself  through  a  one-man 
plebiscite  in  1989. 

In  the  absence  of  any  American  military 
assistance  program  to  Chile  and  given  only 
a  small  amount  ef  humanitarian  aid,  ihe^e 
are  limits  on  what  U.S.  influence  can  accom- 
plish. But  Reagan  officials  see  a  number  of 
practical  steps  that  might  move  Chile  back 
from  the  brink. 

First,  almost  lost  in  the  sensational  pub- 
licity caused  by  the  attempted  assassination 
is  the  fact  that  most  of  Chiles  democratic 
parties  from  conservative  to  moderate  left 
signed  on  Sept.  8  a  document  entitled. 
"Bases  of  support  for  a  democratic  govern- 
ment." Its  call  on  the  military  authorities  to 
amend  the  constitution  to  permit  genuine 
elections  ahead  of  schedule  is  strengthened 
by  the  fact  that  firm  guarantees  of  private 
property  are  included  in  the  document. 

Based  on  this  broad  agreement  that  in- 
cludes the  conservative  National  Party  and 
excludes  the  Communists,  Reagan  officials 
believe  a  strong  argument  can  be  made  to 
the  four  military  commanders  who  make  up 
the  governing  junta  that  they  need  not  take 
the  grave  risk  of  trying  to  impose  Gen.  Pin- 
ochet on  the  country  for  another  eight-year 
term.  And  under  the  present  constitution 
these  junta  members  have  the  power  to  re- 
quire Gen.  Pinochet  to  step  down. 

In  order  to  drive  home  the  lesson  that  the 
U.S.  views  with  the  gravest  concern  the  gen- 
eral's attempt  to  perpetuate  himself  in 
office.  Reagan  officials  are  seriously  consid- 
ering a  negative  vote  on  Chile's  World  Bank 
loans,  coming  up  for  decision  in  October  and 
November.  In  fact,  unless  the  situation 
changes,  a  "no"  vote  is  predictable  and  will 
send  a  sharp  message  to  the  Chilean  busi- 
ness community  that  the  time  has  come  to 
reconsider  their  strong  and  continuing  sup- 
port for  the  aging  dictator. 

In  view  Of  the  fact  that  the  U.S.  has  only 
21  percent  of  the  votes  in  the  World  Bank 
and  can  only  count  on  11  percent  additional- 
ly from  Belgium,  Italy,  and  the  Nordic  coun- 
tries, the  administration  has  to  win  votes 
from  England  and  West  Germany,  and  is 
prepared  to  make  this  extra  effort  to  avoid 
being  overruled. 

As  an  additional  means  of  effective  pres- 
sure on  Gen.  Pinochet,  some  State  Depart- 
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ment  offices  have  also  proposed  sending  to 
Chile  a  special  presidential  emissary  of  the 
caliber  of  Sen.  Paul  Laxalt  (R-Nev.)  And  a 
strong  speech  and  condemnatory  resolution 
in  the  U.N.  General  Assembly  are  under 
consideration. 

The  Reagan  administration  is  clearly  de- 
termined to  do  everything  possible  to  avoid 
leaving  as  part  of  its  permanent  legacy  in 
this  hemisphere  a  Communist  regime  in 
Chile  and  a  Soviet  naval  base  in  Santiago. 


THE  OMNIBUS  DRUG  BILL 


HON.  TED  WEISS 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  WEISS.  Mr.  Speaker,  over  the  last  2 
weeks  many  observers  have  realized  that  H.R. 
5484,  the  omnibus  drug  bill  adopted  by  the 
House  on  September  1 1 ,  contains  some 
alarming  provisions  which  will  undermine  the 
effectiveness  of  the  basic  thrust  of  the  legisla- 
tion. 

I  am  submitting  to  the  Record  today  edito- 
nals  from  the  New  York  Times,  the  Chhstian 
Science  Monitor,  and  the  Los  Angeles  Times, 
which  raise  serious  questions  about  the 
wisdom  of  fighting  the  menace  of  drugs  by 
trampling  on  some  of  our  Nation's  most  cher- 
ished principles,  and  I  commend  these  impor- 
tant statements  to  the  attention  of  my  col- 
leagues. 

[From  the  Christian  Science  Monitor.  Sept. 
16,  1986] 

The  Reagans  Lead  on  Drugs 

The  speech  from  the  White  House  on 
Sunday  night  is  an  example  of  the  kind  of 
moral  direction  the  President  and.  in  this 
case,  the  First  Lady,  Mrs.  Reagan,  can  pro- 
vide in  the  nettlesome  matter  of  drug  abuse. 

Particularly  heartening  is  Mrs.  Reagan's 
focus  on  individual  responsibility,  on  foster- 
ing development  in  young  people— especially 
of  the  strength  to  say  no.  She  rightly  insists 
that  young  people  have  too  much  going  for 
them,  and  are  loo  much  needed,  to  waste 
their  lives  on  drugs.  Speaking  of  drug  crimi- 
nals, she  said.  "It's  up  to  us  to  change  atti- 
tudes and  simply  dry  up  their  markets." 

Meanwhile,  the  drug  issue  has  become 
such  a  political  wildfire  across  the  country 
that  what  is  most  needed  at  the  moment  is 
some  calm  consideration  of  what  measures 
need  to  be  taken  to  fight  the  drug  menace. 
In  a  midterm  election  campaign  lacking  in 
serious  partisan  issues,  calm  consideration  is 
unfortunately  in  short  supply. 

The  omnibus  antidrug  bill  moving 
through  the  House  of  Representatives  in- 
cludes a  number  of  constructive  tactics,  no- 
tably increased  funding  for  drug  rehabilita- 
tion centers.  But  last  week  the  House  also 
approved  floor  amendments  allowing  for  use 
of  the  military  to  interdict  drugs  at  the  bor- 
ders, of  illegally  obtained  evidence  in  trials 
of  accused  drug  dealers,  and  of  the  death 
penalty  for  some  drug-linked  murders. 

These  suggestions  are  troubling.  Illegal 
evidence  in  the  case  of  an  accused  drug 
dealer  is  no  less  illegal  than  such  evidence 
in  the  case  of  an  accused  serial  killer.  The 
tradition— and  law— keeping  the  military 
out  of  civilian  law  enforcement  have  deep 
roots  in  the  American  system,  along  with 
other  civil  liberties  provisions. 
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Having  clear  principles  such  as  these 
thought  through  in  advance  often  prevents 
one  from  making  a  foolish  or  wrong  decision 
in  the  heat  of  the  moment.  The  scene  in 
Washington  right  now  seems  to  be  precisely 
one  of  those  heated  moments  when  the 
system  needs  all  the  principles  it's  got.  And 
as  for  the  death  penalty,  it  can  be  sanc- 
tioned for  drug  dealers  no  more  than  it  can 
for  those  found  guilty  of  other  heinous 
crimes. 

And  the  reasons  for  opposing  the  death 
penalty— or  the  involvement  of  the  military 
or  mass  urinalysis  or  whatever— have  noth- 
ing to  do  with  not  taking  the  drug  problem 
seriously. 

Clearly,  drugs  are  extracting  an  unaccept- 
able toll,  not  only  from  direct  victims  such 
as  basketball  star  Len  Bias,  but  from  society 
as  a  whole,  including  anyone  who  pays  an 
insurance  premium  higher  than  it  would  be 
without  drug-related  crime. 

The  reports  that  drug  use  is  actually  on 
the  decline  are  welcome  news  and  help  pro- 
vide a  useful  perspective;  those  who  need 
help,  however,  still  need  it. 

Hence  the  continuing  need  for  not  only 
moral  leadership  from  the  White  House,  but 
also  sensible  steps  like  increased  funding  for 
treatment  programs. 

It  would  be  unfortunate  if  the  manufac- 
tured version  of  the  crisis— the  campaign- 
season  furor— were  allowed  to  get  in  the  way 
of  taking  serious  steps  to  deal  with  the 
actual  problem. 

[From  the  Los  Angeles  Times.  Sept.  16. 
1986] 

Drug  Frenzy 

Topic  A  on  the  nation's  agenda  these  days 
is  drug  abuse,  with  Congress  and  the  White 
House  falling  all  over  each  other  to  get  in 
on  the  act.  Maybe  even  some  good  will  come 
of  it. 

But  when  Congress  acts  in  haste  in  re- 
sponse to  a  perceived  emergency  and  with 
an  election  near,  it  frequently  acts  in  error. 
Frenzy  rarely  helps  sound  decision-making, 
particularly  in  legislative  bodies. 

The  latest  evidence  of  this  is  the  anti-drug 
bill  that  the  House  of  Representatives  ap- 
proved last  week  by  a  lopsided  margin.  Even 
though  many  members  knew  that  parts  of 
the  bill  were  seriously  wrong,  only  16  con- 
gressmen were  willing  to  risk  the  wrath  of 
their  constituents  by  voting  against  it.  More 
of  them  should  have,  for  the  measure  con- 
tains provisions  that  are  anathema  to  our 
country's  respect  for  civil  liberties  and  to 
the  proper  role  of  the  military  in  a  civilian 
government.  Besides,  there  is  scant  evidence 
that  the  extreme  measures  would  work. 

The  widespread  use  of  narcotics  and  other 
illegal  drugs  is  a  deeply  troubling  problem. 
Citizens  are  calling  on  the  government  to  do 
something,  and  the  House  responded  by 
passing  a  bill  to  stiffen  penalties  for  drug- 
related  crimes,  to  provide  more  manpower 
and  equipment  for  the  fight  against  drug 
smuggling  and  to  increase  drug  education 
and  treatment.  A  good  case  can  be  made  for 
reinforcing  drug-related  education  and 
police  functions.  But  the  members  of  the 
House  could  not  stop  there.  They  accepted 
in  addition  panic  amendments  that  pose 
more  danger  than  they  would  prevent. 

Among  the  most  glaring  excesses  is  a  man- 
date for  the  Pentagon  to  use  military  forces 
to  guard  the  country's  borders  to  stop  smug- 
gling. This  idea  flies  in  the  face  of  a  long 
and  appropriate  tradition,  backed  by  law, 
that  the  armed  forces  should  not  be  in- 
volved in  civilian  law  enforcement. 


EXTENSIONS  OF  REMARKS 

Another  part  of  the  bill  would  allow  the 
use  of  illegally  obtained  evidence  at  drug 
trials  as  long  as  the  police  made  a  "good- 
faith"  effort  to  follow  the  law— a  flagrant 
challenge  to  protections  of  the  Constitution. 
A  "good-faith"  exception  to  the  exclusion- 
ary rule  of  evidence  is  a  loophole  so  large 
that  nearly  everything  can  pass  through  it, 
jettisoning  the  Fourth  Amendment  protec- 
tion against  unreasonable  searches  and  sei- 
zures. 

Furthermore,  the  House  bill  would  au- 
thorize the  death  penalty  for  drug  smug- 
gling that  intentionally  caused  a  death. 
What  that  means  is  anybody's  guess.  But 
the  political  expediency  of  intruding  ex- 
treme and  controversial  elements  into  this 
piece  of  legislation  could  serve  only  to  divert 
the  police  and  the  courts  from  the  pursuit 
and  punishment  of  drug  marketers. 

Meantime,  the  Reagans'  address  to  the 
nation  Sunday  night  will  help  draw  atten- 
tion to  the  dangers  of  drug  use.  The  Presi- 
dent and  Mrs.  Reagan  were  right  to  say  that 
the  problem  can  be  solved  only  by  eliminat- 
ing the  demand,  not  by  police  work.  Yet  this 
Administration  has  cut  the  funds  for  drug 
education  and  treatment.  It  seems  to  have 
chosen  widespread  testing  over  other  pro- 
grams that  might  work. 

The  causes  of  drug  use  are  deep  and  com- 
plex, and  eradication  must  be  mounted  at 
many  levels.  Voters  will  not  confuse  expedi- 
ent solutions  and  theatrics  of  extreme  meas- 
ures with  the  steady,  costly  kinds  of  pro- 
gram that  will  eventually  bring  this  prob- 
lem under  control. 

[From  the  New  "York  Times,  Sept.  12.  1986] 
Drug  Crazed 

What  does  America  think  it  is  doing  about 
drugs?  The  Hou.se  orders  the  military  to 
halt  drug  traffic  into  the  country  within  45 
days.  Candidates  challenge  each  other  to 
submit  to  urinalysis  and  rush  to  endorse  the 
death  penalty  for  drug  dealers.  White 
House  aides  bicker  over  how"  many  Federal 
workers  should  take  drug  tests.  Congress 
suddenly  wants  to  throw  money  at  the  drug 
problem.  In  bills  hastily  coopered  together. 
House  Democrats  would  commit  $1.5  billion 
for  enforcement,  treatment  and  education: 
Senate  Democrats  would  add  $100  million 
more.  No  one  knows  what  it  will  buy. 

The  new"  spending  would  be  added  to  the 
$1.5  billion  Washington  already  spends  on 
drug  enforcement  and  border  interdiction. 
That's  serious  money  for  more  personnel 
and  equipment,  like  radar  planes.  Yet 
there's  no  reason  to  think  it  will  do  much 
good.  Trafficking  profits  are  so  huge  that 
dealers  match  the  cops  gun  for  gun,  plane 
for  plane. 

Such  proposals  are  enough  to  stir  up  the 
ghosts  of  the  old  Law  Enforcement  Assist- 
ance Administration,  which  in  14  years 
doled  out  $8  billion  to  help  fight  local  crime. 
Yet  in  those  years,  crime  grew  faster  than 
ever.  So  it  is  now  with  Federal  spending 
against  narcotics.  It  has  nearly  doubled 
since  1982  but  more  cocaine  flows  in  than 
ever. 

The  tragedy  is  that  more  useful  ways  to 
spend  are  obvious. 

Sooner  or  later,  most  addicts  seek  help  as 
the  frustrations  of  supporting  a  habit  grow. 
Yet  the  search  for  help  often  produces  only 
more  frustration:  overcrowded  programs 
turn  them  away  for  weeks  or  months.  The 
House  bill  offers  only  $100  million  for  drug 
treatment,  barely  restoring  cuts  in  Federal 
funding  since  1982.  The  Senate  does  some- 
what  better  with   $300   million.   But   even 
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that's  modest,  given  the  need  and  potential 
effect. 

Both  bills  offer  only  a  trivial  $50  million 
for  the  most  promising  strategy  of  all:  eradi- 
cation of  drug  production  at  the  source.  It 
worked  for  a  time  with  Turkey  during  the 
Nixon  Administration  and  more  recently, 
for  a  short  time,  in  Mexico.  Bolivian  offi- 
cials claim  .some  success  for  recent  Ameri- 
can-aided raids  to  destroy  jungle  drug  facto- 
ries. 

Producer  countries  are  becoming  more 
sympathetic  to  American  demands  for  coop- 
eration since  drugs  increasingly  threaten 
their  own  societies.  Instead  of  dubiously  in- 
vesting another  billion-plus  in  enforcement, 
why  not  try  spending  on  that  scale  to  buy 
up  coca  and  help  Andean  peasants  plant 
rice,  coffee  or  citrus  fruit? 

The  haste  to  look  good  undermines  hopes 
for  initiatives  that  would  do  good.  So  does 
the  rush  to  partisanship:  these  rough  Demo- 
cratic proposals  are  likely  to  be  misshapen 
further  in  negotiations  with  Congressional 
Republicans  and  the  White  House.  The 
need  for  drug  spending  is  urgent  but  the 
need  for  quick  and  dirty  legislation  is  not. 


DISTINGUISHED  NEBRASKAN 
AWARD 


HON.  HAL  DAUB 

OF  NEBRASKA 
IN  THE  HOi;SE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  DAUB.  Mr.  Speaker,  I  take  this  opportu- 
nity to  share  the  accomplishments  of  a  great 
Nebraskan  who  was  honored  this  week  by  the 
Nebraska  Society  of  Washington,  DC. 

Mrs.  Rose  Blumkln  of  Omaha,  NE,  was  pre- 
sented with  the  Distinguished  Nebraskan 
Award  for  1 986. 

Mrs.  Blumkin— known  affectionately  as  Mrs. 
B.  by  her  many  satisfied  customers— is  the 
founder  and  chairman  of  Nebraska  Furniture 
Man  which  was  established  in  Omaha,  NE,  in 
1919  by  Mrs.  Blumkin  and  her  late  husband, 
Isadore,  with  an  investment  of  $500.  Today, 
the  Nebraska  Furniture  Mart  is  the  largest 
single  furniture  retailing  outlet  in  the  Nation 
with  sales  in  excess  of  $120  million.  At  92, 
Mrs.  B.  can  be  found  7  days  a  week  serving 
customers  on  the  sales  floor  in  addition  to  her 
numerous  philanthropic  and  community  contri- 
butions to  Omaha  and  Nebraska  charities. 

Mr.  Speaker,  I  know  my  colleagues  join  me 
in  saluting  this  outstanding  Nebraskan.  A 
woman  who  has  proved  that  with  dedication 
and  hard  work  the  American  dream  does 
come  true. 


SAVE  THE  FAMILY  FARM  ACT 


HON.  RICHARD  A.  GEPHARDT 

OF  MISSOURI 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  GEPHARDT.  Mr.  Speaker,  today  I  am 
joining  with  25  of  my  colleagues  in  introducing 
the  "Save  the  Family  Farm  Act."  Senator 
Harkin  and  several  of  his  colleagues  are  In- 
troducing identical  legislation  in  the  Senate. 

It  has  become  increasingly  clear  that  our 
farm  policies  have  failed  to  achieve  the  most 
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basic  goals  for  which  they  were  created:  the 
preservation  of  opportunity  in  rural  America. 
Today  we  are  spending  five  times  as  much  on 
our  farm  program  as  we  did  5  short  years 
ago — but  we  have  still  lost  150,000  farmers. 
We  are  giving  some  farmers  multimillion  dollar 
Government  payments,  but  we  seem  to  be 
preparing  to  write  off  the  family  farmer. 

If  we  lose  our  family  farmers,  the  face  of 
rural  America  will  change  forever.  As  consoli- 
dation occurred  and  large  farms  concentrated 
their  activities  in  larger  communities,  small 
rural  towns  would  inevitably  wither. 

Farming  should  not  be  dominated  by  a  few 
corporate  giants.  Two  months  ago,  America's 
wheat  farmers  spoke  out  clearly  for  change. 
America's  farmers  want  a  change.  We  want  to 
give  them  a  say  in  their  own  destiny. 

Today  we  are  proposing  action  on  the  twin 
problems  of  farm  income  and  farm  debt.  First, 
we  propose  giving  farmers  a  chance  to  vote 
for  a  program  of  shared,  progressively-distrib- 
uted production  cutbacks  needed  to  bring 
supply  and  demand  info  better  balance. 

By  allowing  farmers  to  limit  production— 
rather  than  just  acreage— our  program  will  ef- 
fectively limit  supply  and  allow  the  Govern- 
ment to  reduce  Its  farm  costs— a  formula  that 
has  already  worked  for  other  argicultural  com- 
modities now  grown  in  the  United  States. 

The  Save  the  Family  Farm  Act  will  increase 
net  farm  income  by  at  least  S20  billion  and  re- 
juvenate our  rural  economy. 

It  will  represent  a  histohc  reversal  of  poli- 
cies that  have  favored  the  megafarm  and  cor- 
porate agriculture.  Rather  than  giving  30  per- 
cent of  the  benefits  to  top  5  percent  of  farm- 
ers, as  the  current  bill  does,  this  program 
helps  the  family-sized  farmers. 

And  the  cost  savings  to  the  taxpayer?  At 
least  $10  to  $15  billion  per  year  according  to 
some  estimates. 

Our  improved  farm  income  package  is  a 
long-term  solution  to  the  problem.  But  in  the 
interim,  we  face  a  second  problem— farm 
debt. 

Some  estimates  indicate  that  the  default  on 
farm  debt  could  reach  $40  to  $50  billion.  A 
default  of  this  magnitude  could  drive  up  U.S. 
interest  rates,  cut  growth  and  cost  us  a  quar- 
ter million  jobs.  And  if  more  land  is  dumped 
on  the  market  and  land  values  continue  to  fall, 
the  threat  to  the  500,000  American  farmers 
with  high  debt  loads  will  be  devastating. 

Further  losses  will  cause  enormous  damage 
to  our  agricultural  banks.  Five  hundred  agricul- 
tural banks— one  out  of  eight— are  on  the 
FDIC's  list  of  banks  in  danger  of  going  under. 

Before  we  turn  the  corner,  the  loss  in  Fed- 
eral revenues  from  the  farm  debt  crisis  could 
easily  hit  $20  billion— and  that  is  before  you 
consider  the  costs  of  an  FmHA  or  Farm  Credit 
System  bailout. 

What  will  we  do?  In  my  view,  we  can  let  this 
debt  crisis  rip  rural  America  apart — or  we  can 
take  positive  action  to  manage  the  re- 
structuring of  the  salvageable  debt.  By  taking 
steps  now,  we  can  avoid  some  of  the  $20  bil- 
lion in  losses  we  might  face. 

The  Debt  Restructuring  package  we  pro- 
pose will  create  a  Federal-State  partnership  to 
help  lenders  and  farmers  to  voluntarily  re- 
structure our  farm  debt. 

It  would  target  assistance  to  the  small  and 
medium-sized  farmers  who  are  viable  in  the 
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long  run  but  who  face  temporary  difficulties. 
And  it  would  provide  for  local  administration  of 
the  program. 

It  builds  on  successful  State  experiments 
from  Minnesota  and  Iowa.  These  States  run 
mediation  services  to  bring  lenders  and  farm- 
ers together  to  renegotiate  debts.  Mediators 
play  a  neutral  and  constructive  role  to  help 
lenders  and  borrowers  keep  the  farmer  on  the 
farm.  Banks  write  off  principal  but  keep  cus- 
tomers. Farmers  reorganize  their  operations, 
but  they  stay  in  business. 

Everyone  I  have  talked  to  agrees  these 
State  mediation  programs  can  work.  But  often 
debt  restructuring  fails  because  the  farmer 
comes  up  just  a  few  thousand  dollars  short. 
So  we  propose  the  Federal  Government  pro- 
vide a  hand— a  no-interest  loan— to  help  bor- 
rowers stay  in  business. 

In  return  for  this  temporary  help,  we  require 
borrowers  to  contribute  what  they  can  afford. 
By  requiring  the  lender  to  write  down  20  or  30 
percent  of  his  principal,  we  achieve  a  perma- 
nent reduction  in  the  debt  load— but  because 
we  allow  the  banker  to  amortize  his  losses 
over  10  years,  he  can  "earn"  his  way  out  of 
the  problem. 

We  also  require  him  to  charge  a  fair  interest 
rate— a  reasonable  requirement  since  the 
Federal  involvement  reduces  his  risk.  And  we 
do  not  require  writedowns  for  the  most  vulner- 
able banks. 

This  legislation  would  give  an  eligible  bor- 
rower who  has  been  presented  with  a  foreclo- 
sure notice  120  days  to  try  to  work  out  with 
his  lenders  a  debt  restructunng  package  that 
will  enable  him  to  stay  in  business.  No  lender 
is  required  to  accept  any  debt  restructuring  ar- 
rangement that  benefits  all  sides. 

The  costs  of  the  debt  restructuring  compo- 
nent of  this  legislation  are  comparatively 
modest— and  dwarfed  by  the  savings  of  the 
entire  bill.  Because  Federal  funds  would  be 
provided  to  the  States  as  block  loans,  the 
Federal  Government  is  assured  of  full  repay- 
ment. The  costs  are  limited  to  the  cost  of 
funds. 

The  "Save  the  Family  Farm  Act"  gives  us 
the  short-term  tools  and  the  long-term  policies 
needed  to  prevent  the  conglomenzation  of 
America's  farming  sector.  By  targetting  t)ene- 
fits  to  midsized  and  small  farms,  it  will  help 
those  who  can  best  use  it  and  stem  the  ero^ 
sion  of  our  rural  communities. 

It  is  time  to  reject  the  failed  policies  of  the 
current  administration.  Let's  give  our  farmers 
a  chance  to  show  that  they  are  up  to  today's 
challenges.  If  we  have  to  change  a  few  failed 
policies  to  do  it,  by  all  means  let's  try.  The 
way  of  life  in  middle  America  is  at  stake. 
Outline  of  the  Harkin/Gephardj  Save  the 
Family  Farm  Act 

I.  Program  for  Storable  Commodities 
(wheat,  corn,  grain  sorghums,  barley,  oats, 
rye.  upland  cotton,  rice,  and  soybeans). 

A.  Emergency  transition  program  for  1987 
crop  of  wheat,  feed  grains  and  soybeans. 
Cotton  and  rice  programs  are  unchanged  for 
1987. 

1.  Eliminate  target  price  payment  and 
paid  diversion  programs. 

2.  Increase  loan  rates  to  a  minimum  of 
70%  of  parity  (wheat— $4.74.  corn -$3.46, 
soybeans— $8.54)  and  establish  an  acreage 
reduction/marketing  certificate  program 
similar  to  that  established  in  the  referen- 


26379 


dum  program  l)elow,  with  the  following  ex- 
ceptions: 

a.  Producer  participation  will  \x  volun- 
tary: however,  commodities  produced  by 
noncomplying  producers  will  be  restricted 
to  export  sale  or  on-farm  use. 

b.  Loans  to  participating  producers  will  be 
restricted  to  $250,000  per  producer  and  that 
portion  of  the  crop  used  for  domestic  con- 
sumption. 

B.  Referendum  program  for  crop  years 
1988  through  2000. 

Prior  to  August  1,  1987.  and  each  4th  year 
thereafter,  the  Secretary  shall  conduct  com- 
modity specific  referenda  except  in  the  case 
of  wheat  and  feed  grains  which  will  be  a 
joint  referendum.  If  a  majority  of  the  pro- 
ducers vote  in  favor,  a  supply  management/ 
marketing  certificate  program  will  be  in 
effect  for  that  commodity  for  the  subse- 
quent four  years.  If  a  referendum  fails,  the 
current  farm  law  will  apply.  Upon  passage 
of  a  referendum  by  a  majority  vote: 

1.  Minimum  loan  rates  would  be  estab- 
lished at  71%  of  parity  in  1988  and  would  he 
increased  by  1%  annually  thereafter  up  to  a 
maximum  of  80%  of  parity.  Continuation  of 
this  schedule  after  the  first  five  years  would 
be  contingent  upon  a  USDA  study  and 
review  by  Congress.  Target  price  payments 
and  other  subsidy  payments  would  be  sus- 
pended. 

2.  The  Secretary  will  proclaim  a  national 
marketing  quota  for  each  commodity,  based 
upon  projected  domestic  demand,  export 
demand,  food  aid  requirements,  carryover, 
and  reserve  requirements.  The  Secretary 
shall  then  proclaim  a  national  acreage  allot- 
ment on  acres  based  upon  projected  nation- 
al yield. 

3.  Each  producer  will  submit  planting  in- 
tentions for  each  commodity  to  the  Secre- 
tary in  accordance  with  the  farm  crop  acre- 
age base.  The  Secretary  will  then  determine 
the  set-aside  percentage  to  balance  supply 
with  demand. 

4.  A  targeting  mechanism  will  be  estab- 
lished for  each  commodity  by  the  Secretary 
to  distribute  the  acreage  set-aside  on  a  pro- 
gressive basis  for  each  farm  so  that  a  great- 
er set-aside  percentage  will  be  required  as 
farm  size  increases.  In  no  case  would  the 
set-aside  on  any  one  farm  exceed  35%. 

5.  Marketing  certificates  will  be  assigned 
to  each  producer  based  upon  each  produc- 
er's acres  permitted  to  be  planted  multiplied 
by  that  farms  established  yield.  A  commod- 
ity may  not  be  marketed  without  a  market- 
ing certificate.  Commodities  produced  in 
excess  of  the  marketing  certificate  quantity 
may  be  used  on-farm.  stored  and  marketed 
under  a  certificate  issued  in  a  subsequent 
year,  donated  or  sold  to  the  CCC  at  no  more 
than  50%  of  the  loan  rate  for  the  purpose  of 
famine  relief.  The  Secretary  may  issue  mar- 
keting certificates  to  importers  of  commod- 
ities and  commodity  products  which  do  not 
exceed  limitations  imposed  by  Section  22  of 
the  Agricultural  Adjustment  Act. 

6.  A  farmer  disaster  reserve  is  created. 
Each  producer  must  contribute  a  portion  of 
his  production,  determined  on  an  actuarial- 
ly sound  basis,  to  the  reserve.  In  the  event 
of  a  disaster,  an  affected  producer  will  re- 
ceive commodities  from  the  reserve  equiva- 
lent to  90%  of  his  marketing  certificate  less 
the  amount  actually  produced.  However, 
the  value  of  commodities  received  under 
this  program  may  not  exceed  $360,000  annu- 
ally. 

7.  Storage  payments  made  under  the  re- 
serve program  would  be  the  same  for  on- 
farm  and  commercial  storage. 

II.  Livestock  transition  program 
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Livestock  producers  would  be  permitted  to 
purchase  existing  slocks  of  CCC  grain  for 
an  18  month  period  beginning  30  days  after 
enactment.  The  benefits  under  this  program 
would  be  targeted  to  not  larger  than  family- 
size  farms  of  ranchers  and  could  not  exceed 
$50,000  per  producer.  The  sale  price  would 
be  determined  by  the  Secretary  but  could 
not  exceed  the  total  cost  of  the  grain  to  the 
CCC. 

III.  Milk  marketing  base  program 
Within  30  days  of  enactment,  the  Secre- 
tary will  conduct  a  referendum  among  com- 
mercial milk  producers  to  determine  wheth- 
er such  producers  are  in  favor  of  a  national 
milk  marketing  base  program  for  calender 
year  1987  or  favor  continuation  of  current 
law.  Subsequent  referenda  would  be  held  at 
the  same  time  other  commodity  referenda 
are  conducted.  Upon  passage  of  a  referen- 
dum by  a  majority  vote: 

A.  The  Secretary  will  increase  the  support 
level  to  70%  of  parity  ($15.02  per  cwt.)  to  be 
increased  by  1%  of  parity  per  year  thereaf- 
ter to  a  maximum  of  80%  of  parity.  Con- 
tinuation of  this  schedule  after  the  first  five 
years  would  be  contingent  upon  a  USDA 
study  and  review  by  Congress. 

B.  The  Secretary  will  establish  a  market- 
ing base  for  each  producer  considering  a 
producer's  history  from  1981  to  1985  and 
any  adjustment  necessary  to  bring  supply  in 
line  with  demand  on  a  national  basis. 

C.  A  procedure  is  established,  utilizing 
county  ASCS  committees,  to  adjust  individ- 
ual producer  bases  and  reallocate  unused 
bases  to  existing  and  new  producers  under 
an  established  priority  system  designed  to 
foster  new  and  existing  family-sized  farming 
operations. 

IV.  Agricultural  Exports  and  Imports 

A.  Requires  the  President  to  enter  into 
multilateral  agreements  with  other  food  ex- 
porting nations  to  fulfill  the  food  require- 
ments of  needy  nations. 

B.  Requires  the  Secretary  to  exercise  au- 
thority under  Section  22  of  the  Agricultural 
Adjustment  Act  to  prevent  imported  com- 
modities from  interfering  with  the  oper- 
ation of  the  price  support  program. 

C.  Requires  the  labeling  of  an  agricultural 
product  when  a  significant  percentage  of 
that  product,  either  by  value  or  volume,  is 
imported. 

D.  Prohibits  the  importation  of  food  items 
which  contain  the  residues  of  chemicals  pro- 
hibited from  use  in  the  United  States. 

E.  Requires  the  use  of  the  export  p.i.k.  to 
assure  traditional  share  of  export  market 
until  excess  carryover  stocks  are  eliminated. 

V.  Pood  Assistance 

To  offset  any  increase  in  retail  food  prices 
resulting  from  this  bill,  the  Secretary  is  di- 
rected to  increase  benefits  under  the  food 
stamp  program,  school  lunch  program,  the 
school  breakfast  program,  and  WIC  pro- 
gram. 

VI.  Family  Farm  Debt  Restructuring  Pro- 
gram 

A.  State  Mediation  Program 

1.  Participating  states  must  establish  me- 
diation programs.  Mediation  programs  pro- 
vide neutral,  third-party  advice  to  borrowers 
and  lenders  to  help  them  restructure  farm 
debt. 

2.  Participation  in  mediation  program  is 
generally  voluntary,  but  borrowers  facing 
foreclosure  may  request  a  prohibition  on 
collection  action  for  120  days  to  allow  for 
mediation.  Neither  the  borrower  nor  the 
lender  is  required  to  agree  to  any  debt  re- 
structuring proposal  produced  during  this 
process. 

3.  State  may  extend  prohibition  order  by 
60  days  if  the  mediator  believes  more  time  is 
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needed  to  produce  an  agreement  or  by  up  to 
a  year  if  the  lender  exhibits  bad  faith.  If 
mediation  fails  to  produce  an  agreement, 
the  lender  may  proceed  with  foreclosure. 

B.  Federal  loans  to  stales  to  facilitate 
farm  debt  restructuring. 

1.  The  Federal  Government  provides  in- 
terest-free block  loans  to  stales  that  imple- 
ment debt  restructuring  programs  meeting 
federal  guidelines. 

2.  State  government  administers  funds  to 
provide  interest-free  loans  to  qualified  bor- 
rowers for  up  to  3  years  to  cover  debt  serv- 
ice that  the  farmer  cannot  afford.  Loans  are 
limited  to  $30,000  per  year. 

3.  Following  the  period  over  which  loans 
are  made,  there  is  a  two  year  grace  period, 
which  may  be  extended  two  years  if  condi- 
tions in  agriculture  do  not  improve.  Five 
years  is  then  allowed  for  payback. 

4.  Eligibility: 

Family  farmers  with  gross  sales  of  less 
than  $500,000  and  experiencing  financial 
stre-ss.  If  not  facing  foreclosure,  the  appli- 
cant must  have  a  debl-lo-assel  ratio  of  at 
least  40%.  Applicant  must  demonstrate  that 
farming  is  principal  livelihood,  and  that  as- 
sistance will  provide  for  the  continuation  of 
a  financially  viable  farming  business. 

5.  Assistance  loans  are  provided  if  debt  re- 
structuring agreement  reduces  the  out- 
standing principal  by  one-half  the  percent- 
age reduction  in  as.sel  value  and  the  original 
interest  rate  is  reduced. 

C.  FmHA  and  the  Farm  Credit  Adminis- 
tration are  required  to  comply  with  state 
mediation  and  debt  restructuring  programs. 

D.  Banks  may  write  off  over  10  years 
losses  taken  under  debt  restructuring  agree- 
ments. Banks  on  FDIC  list  of  problem  banks 
are  not  required  to  take  immediate  write- 
downs. 


REPRESENTATIVE  MILLER  SA- 
LUTES BOCCE  BALL  COMPETI- 
TION 

HON.  GEORGE  MILLER 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday.  September  24.  1986 

Mr.  MILLER  of  California.  Mr.  Speaker,  the 
World  Bocce  Championships  will  soon  take 
place  in  Monaco,  and  I  am  delighted  that  a 
number  of  my  constituents  from  Contra  Costa 
County  will  represent  the  United  States. 

As  most  of  my  colleagues  in  Congress  are 
aware,  bocce  is  a  venerable  sport  with  its 
roots  in  the  Italian  culture.  It's  a  game  that  is 
expenencing  a  renaissance  not  only  in  my 
home  town  of  Martinez,  but  also  throughout 
California,  the  United  States,  and  the  world. 
Four  continents  and  Australia  will  be  repre- 
sented at  this  competition  and  strong  interest 
in  future  participation  has  been  expressed  by 
several  Asian  countries.  It  may  not  be  long 
before  current  efforts  to  introduce  bocce  into 
the  Olympics  are  successful. 

It  comes  as  no  surprise  that  bocce  is  expe- 
riencing this  rebirth.  Only  a  few  years  ago  sev- 
eral International  publications  carried  at  differ- 
ent times,  pictures  of  the  game  being  played 
by  former  President  Jimmy  Carter,  President 
Ronald  Reagan,  and  Pope  John  Paul  II.  In 
fact,  the  State  of  Minnesota,  has  declared 
bocce  Its  official  state  sport. 

More  importantly  though,  bocce  is  a  sport 
steeped  in  tradition.  It  is  a  game  played  by  ev- 
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eryone— men.  women,  and  children  alike.  This 
type  of  competition,  played  in  its  traditional  at- 
mosphere of  camraderie,  strengthens  the 
fabric  of  our  society.  I  personally  have  been 
fortunate  to  have  participated  in  bocce  in  my 
community  over  the  last  1 0  years. 

I  know  that  all  Members  of  the  House  of 
nepresentafives  offer  their  best  wishes  to  the 
team,  Leo  Moro,  Aldo  Cuneo,  Gaetano  Bales- 
trieri,  Juanito  Cuneo,  Nick  DiTullio,  and  Jorge 
Moreno;  their  coach,  John  Muzio;  U.S.  Bocce 
Federation  president  and  vice  president,  Mario 
Massa  and  Ken  Dothee;  federation  director, 
Donna  Allen;  international  tournament  referee, 
Gianfranco  Pedrini;  and  fellow  American 
bocce  enthusiasts  Anthony  Lo  Forte,  Karen, 
Cuneo,  and  Mel  Nelson. 

During  these  times  in  which  we  are  experi- 
encing some  international  discord,  it  is  re- 
freshing and  encouraging  to  see  that  the  sport 
of  bocce  has  brought  together  people  from 
throughout  the  world  to  compete  in  a  spirit  of 
harmony.  It  Is  particularly  appropnate  that  this 
competition  is  being  hosted  by  the  Principality 
of  Monaco  whose  long,  continued,  and  unself- 
ish support  for  bocce  Is  well  documented. 

I  know  my  colleagues  join  me  in  offering  our 
gratitude  and  commend  Prince  Ralneer  III,  the 
Federation  Monegasque  De  Boule  and  its 
President  Henri  Crovetto  for  their  dedication 
to  the  sport  of  bocce  and  for  again  providing 
this  opportunity  for  the  representatives  of  all 
the  participating  nations  to  compete  and 
engage  In  this  exchange  of  good  will. 


EMPLOYER  SANCTIONS 


HON.  RONALD  D.  COLEMAN 

OF  TEXAS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  COLEMAN  of  Texas.  Mr.  Speaker,  I 
want  to  take  this  opportunity  to  bring  to  the  at- 
tention of  my  colleagues  the  stand  taken  yes- 
terday by  the  city  council  of  El  Paso,  TX, 
which  by  a  4-lo-2  vote  opposed  employer 
sanctions  in  H.R.  3810,  the  pending  Simpson- 
Rodino  immigration  bill.  This  Is  the  second 
major  instance  of  an  elected  city  council  of 
the  United  States-Mexico  border  opposing 
these  provisions;  on  June  25,  1986,  the  city 
council  of  San  Jose,  CA,  voted  to  oppose  the 
sanctions,  and  the  entire  bill  as  well. 

Predicting  the  effect  of  employer  sanctions 
in  communities  with  Hispanic  and  other  minor- 
ity populations,  the  city  council  noted  that  em- 
ployer sanctions  could  result  In  employment 
discrimination  by  employers  who  would  be 
unduly  burdened  by  having  to  become  experts 
In  recognizing  valid  Immigration  documents. 
The  council  also  observed  that  El  Paso's  posi- 
tion as  an  International  trading  and  tourist 
center  would  be  adversely  affected  by  these 
sanctions. 

Mr.  Speaker,  the  city  council  of  El  Paso,  TX, 
should  be  listened  to  and  consulted  on  all 
phases  of  immigration  reform,  as  they  too  rep- 
resent the  views  of  one  of  the  Nation's  lead- 
ing border  cities  as  we  anticipate  floor  action 
on  H.R.  3810. 

The  text  of  the  resolution  is  as  follows: 
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Resolution  Against  Simpson-Rodino 

Whereas:  There  is  currently  pending 
before  the  United  States  Congress  legisla- 
tion commonly  referred  to  as  Simpson- 
Rodino  Bill  (S-1200  and  HR  3810)  to  reform 
Federal  Immigration  Laws:  and 

Whereas:  The  pending  legislation  contains 
provisions  linown  as  employer  sanctions 
which  will  penalize  employers  who  knowing- 
ly hire  undocumented  workers  as  a  means  of 
curbing  the  entry  of  undocumented  immi- 
grants into  the  United  States:  and 

Whereas:  Employer  Sanctions  will  place 
an  undue  burden  on  employers  who  would 
be  required  to  become  experts  in  recogniz- 
ing valid  immigration  documents  and  will  be 
subject  to  possible  civil  fines  and/or  crimi- 
nal penalties  if  they  mistakenly  hire  undoc- 
umented workers:  and 

Whereas:  The  added  burden  and  cost  to 
employers  implicit  in  such  sanctions  will 
result  in  employment  discrimination  against 
United  States  Citizens  and  lawfully  admit- 
ted immigrants  of  El  Paso's  Hispanic  and 
other  ethnic  communities:  and 

Whereas:  El  Paso  is  an  International  City 
with  a  diverse  and  vibrant  immigrant  com- 
munity: and 

Whereas:  El  Paso  is  an  International  trad- 
ing and  tourist  center  that  attracts  many 
thousands  of  visitors  annually  and  employer 
sanctions  will  have  an  adverse  effect  on  this 
trade: 

Therefore  be  it  resolved.  That  the  Mayor 
and  City  Council  of  the  City  of  El  Paso 
oppose  passage  of  the  Simpson-Rodino  Im- 
migration Legislation  on  the  grounds  that  it 
will  lead  to  discrimination  against  ethnic 
and  immigrant  residents  of  El  Paso  and  that 
it  will  unduly  burden  the  business  people  of 
El  Paso. 


RECOGNITION  OF  THOSE  WHO 
ASSISTED  IN  THE  ENACTMENT 
OF  THE  GOLDWATER-NICHOLS 
DEPARTMENT  OF  DEFENSE  RE- 
ORGANIZATION ACT  OF  1986 


HON.  BILL  NICHOLS 

OF  ALABAMA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  NICHOLS.  Mr.  Speaker,  when  the  Gold- 
water-Nichols  Department  of  Defense  Reorga- 
nization Act  of  1986  passed  the  House  last 
Wednesday,  September  17,  there  was  little 
time  to  recognize  the  work  of  numerous  indi- 
viduals who  have  contributed  to  the  passage 
of  this  historic  legislation.  Consequently,  I 
want  to  take  this  opportunity  to  express  my 
appreciation  to  everyone  who  has  assisted  in 
the  effort.  Among  those  who  deserve  particu- 
lar recognition  are  the  following: 

Gen.  David  C.  Jones,  USAF  (Ret.),  former 
Chairman  of  the  Joint  Chiefs  of  Staff,  who  first 
brought  the  need  for  reorganization  to  the  at- 
tention of  the  Congress  and  who  has  contrib- 
uted his  time  unselfishly  for  4  years  to  the  re- 
organization effort. 

Gen.  Edward  C.  Meyer,  USA  (Ret.),  former 
Chief  of  Staff  of  the  U.S.  Army,  who  also  had 
the  courage  to  stand  up  and  be  counted  in 
favor  of  reform  even  though  it  was  a  very  un- 
popular position  in  the  Pentagon. 

Former  Representative  Richard  C.  White  of 
Texas  who  responded  to  the  calls  for  reform 
by  General  Jones  and  General  Meyer  and 
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shepherded  the  first  JCS  reorganization  bill 
through  the  House  of  Representatives. 

Representative  Ike  Skelton  who  has 
championed  Department  of  Defense  [DOD] 
organizational  reform  for  years  and  was  instru- 
mental in  the  successful  enactment  of  legisla- 
tion in  1984  as  well  as  this  year. 

The  members  of  the  Investigations  Subcom- 
mittee of  the  House  Committee  on  Armed 
Services,  which  I  am  privileged  to  chair,  who 
have  listened  to  more  than  2,000  pages  of 
testimony  from  over  100  witnesses  on  the 
subject  of  reform:  Representative  Beverly 
Byron;  Representative  Nick  Mavroules: 
Representative  Dave  McCurdy;  Representa- 
tive John  Spratt;  Representative  Frank 
McCloskey;  Representative  Les  Aspin;  Rep- 
resentative Sam  Stratton;  Representative 
Larry  Hopkins;  Representative  Bob  Stump; 
Representative  John  Kasich;  Representative 
Lynn  Martin;  and  Representative  William 
Carney.  Representative  G.  William  White- 
hurst  and  Representative  Ben  Blaz,  mem- 
bers of  the  Committee  on  Armed  Services 
who,  although  not  members  of  the  investiga- 
tions Subcommittee,  contributed  their  time 
and  efforts  to  the  hearings  and  other  phases 
of  the  legislative  process  and  encouraged  the 
reorganization  effort. 

The  62  Members  who  cosponsored  the 
House  Department  of  Defense  reorganization 
bill  (H.R.  4370)  and  the  133  Members  who  co- 
sponsored  the  Joint  Chiefs  of  Staff  reorgani- 
zation bill  (H.R.  3622). 

The  distinguished  chairman,  ranking  minority 
member,  and  the  entire  membership  of  the 
Committee  on  Armed  Services  of  the  other 
body.  Without  their  having  spent  months 
studying  the  structure  of  the  Department  of 
Defense  and  subsequently  reporting  a  far- 
reaching  bill  there  would  not  have  been  com- 
prehensive Department  of  Defense  reorgani- 
zation legislation. 

Chairman  Philip  A.  Odeen,  former  Secretary 
of  Defense  Melvin  Laird,  Gen.  Andrew  J. 
Goodpaster,  USA  (Ret).  Mr.  Barry  Blechman. 
Mr.  William  J.  Lynn  (Executive  Director),  and 
the  many  other  distinguished  members  of  the 
steering  committee  and  panels  of  the  George- 
town Center  for  Strategic  and  International 
Studies  [CSIS]  defense  reorganization  study. 
The  Defense  Organization  Project  report. 
"Toward  a  More  Effective  Defense."  provided 
a  blueprint  for  meaningful  reorganization  legis- 
lation. 

Dr.  Theodore  J.  Crackel.  former  senior 
fellow  and  Director  of  the  Defense  Assess- 
ment Project  of  the  Heritage  Foundation. 

Mr.  David  Packard,  Gen.  Paul  F.  Gorman, 
USA  (Ret.).  Dr.  William  J.  Perry.  Lt.  Gen.  Brent 
Scowcroft,  USAF  (Ret.).  Mr.  R.  James  Wool- 
sey,  other  members  of  the  President's  Blue 
Ribbon  Commission  on  Defense  Management, 
Mr.  Rhett  B.  Dawson  (Director),  and  Ms. 
Robin  Deck  (counselor  for  legislative  affairs). 

Former  Secretaries  of  Defense  Harold 
Brown.  Clark  M.  Clifford,  Robert  S.  McNa- 
mara,  Elliot  L.  Richardson,  and  James  R. 
Schleslnger. 

Representatives  Norman  D.  Dicks  and 
Newt  Gingrich  who  have  consistently  sup- 
ported the  Investigations  Subcommittee  DOD 
reorganization  efforts. 

Numerous  witnesses  who  have  appeared 
before  the  Investigations  Subcommittee,  many 
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more  than  once,  and  some  at  significant  per- 
sonal expense  and  sacnfice.  Including  Maj. 
Gen.  Theodore  J.  Antonelli,  USA  (Ret.),  Hon. 
William  K.  Brehm,  Mr.  John  M.  Collins,  Lt. 
Gen.  John  H.  Cushman,  USA,  (Ret.),  Gen. 
Russell  E.  Dougherty,  USAF  (Ret),  Vice  Adm. 
Thor  Hansen,  USN  (Ret.),  Dr.  Paul  Y.  Ham- 
mond, Hon.  John  G.  Kester,  Hon.  Robert  W. 
Komer.  Hon.  Lawernce  J.  Korb.  Dr.  Edward  N. 
Luttwak,  Hon.  John  L.  McLucas,  Adm. 
Thomas  H.  Moorer,  USN  (Ret.),  Prof.  Anthony 
G.  Oettinger,  Dr.  Tom  Peters,  Dr.  Robin  B. 
Pirie,  Dr.  Donald  B.  Rice,  Gen.  Bernard 
Rogers,  Mr.  Richard  C.  Steadman.  Hon.  Stuart 
Symington.  Adm.  Hany  D.  Train.  USN  (Ret.), 
and  Gen.  John  W.  Vessey,  USA  (Ret.). 

Lt.  Gen.  Edgar  A.  Chavarrie,  USAF  (Ret), 
who  advised  the  Investigations  Subcommittee 
on  the  Joint  Specialty  provisions  of  the  bill. 

Mr.  James  R.  Locher  III,  professional  staff 
member  of  the  Armed  Services  Committee  of 
the  other  body,  who  was  responsible  for  the 
staff  effort  In  support  of  reorganization  legisla- 
tion and  was  study  director  for  the  report  enti- 
tled "Defense  Organization:  The  Need  for 
Change." 

Mr.  Richard  D.  Finn.  Jr.,  and  Mr.  Jeffrey  H. 
Smith,  professional  staff  members  of  the 
Armed  Services  Committee  of  the  other  body. 

Mr.  Hugh  C.  Evans  and  Mr.  Robert  W. 
Cover,  gifted  and  dedicated  Senate  and 
House  legislative  counsels  who  are  the  de 
facto  authors  of  the  legislation. 

Numerous  individuals  who  have  provided 
advisory  and  staff  support  to  the  Committee 
on  Armed  Services  including  Mr.  Lawrence  E. 
Adams,  Maj.  C.  Kenneth  Allard,  USA,  Mr. 
Frank  A.  Barnes,  Ms.  Barbara  Brown,  Mrs. 
Leah  M.  Chapla,  Mr.  Rudy  F.  de  Leon,  Mr. 
John  J.  Ford,  Mr.  Thomas  P.  Glakas,  Mr. 
Isaiah  Hardy,  Mr.  Rick  Heartsill,  Mr.  William  H. 
Hogan.  Jr.,  Mr.  Kim  R.  Holmes,  Ms.  Ene  B.  Je- 
beles,  Mr.  John  F.  Lally,  Ms.  Kathleen  A.  Lipo- 
vac,  Mr.  Mike  Lofgren.  Mr.  William  P.  Mako. 
Dr.  Franklin  D.  Margiotta.  Hon.  Russell  Munay, 
Hon.  Robert  C.  Moot,  Mr.  Warren  L.  Nelson, 
Mr.  J.  Benjamin  Nye,  Mr.  Bruce  D.  Porter,  Mr. 
Bill  Quinn,  Mr.  Robert  Rangel,  Mr.  John  G. 
Schroeder,  Mr.  John  V.  Sullivan.  Ms.  Elizataeth 
Spina,  Mr,  Kenneth  A.  Steadman,  Ms.  Maur- 
een Thibodeau,  and  Mr.  G.  Kim  Wincup. 

Mr.  Speaker,  although  I  have  attempted  to 
include  on  this  list  as  many  people  as  possi- 
ble who  deserve  recognition.  I  am  certain  we 
have  overlooked  some  who  have  contnbuted 
significantly.  Consequently.  I  hope  the  list  will 
serve  as  a  reminder  of  the  widespread  sup- 
port that  we  have  enjoyed  In  bnnging  defense 
reorganization  legislation  to  fruition. 


RESOLUTION  OF  CHAMBER  OF 
DEPUTIES  OF  NATIONAL  CON- 
GRESS OF  ARGENTINA 


HON.  TED  WEISS 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 
Mr.  WEISS.  Mr,  Speaker,  this  administra- 
tion's policies  In  (Central  America  continue  to 
earn  our  country  the  dismay  and  the  anger  of 
many  of  the  peoples  of  the  region.  I  commend 
to  my  colleagues'  attention  the  following  reso- 
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lution,  which  was  approved  by  our  counter- 
parts In  tt\e  Congress  of  Argentina: 
Resolution  Approved  by  the  Chamber  of 

Deputies  of  the  National  Congress  of 

Argentina 

Buenos  Aires.  July  31.  1986. 

Resolivd,  That  the  Chamber  of  Deputies: 

Repudiates  every  form  of  foreign  inter- 
vention in  the  national  territories  of  Latin 
America  no  matter  what  reason  may  be  in- 
voked to  jsutify  it; 

Expresses  its  concern  to  the  Congress  of 
the  United  States  with  respect  to  the  vote 
to  provide  one  hundred  million  dollars  in 
aid  to  the  'Contras": 

Supports  the  judgment  of  the  Interna- 
tional Court  of  Justice  in  the  Hague  con- 
demning the  violation  of  the  principles  of 
non-intervention  and  national  self-determi- 
nation; and 

Upholds  the  efforts  of  the  Contadora 
Group  and  the  Support  Group  to  achieve  a 
peaceful  solution  in  the  region. 


INTERVIEW  WITH  PRESIDENT 
CEREZO 


HON.  ROBERT  J.  LAGOMARSINO 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  LAGOMARSINO.  Mr.  Speaker,  in  a 
recent  interview,  Guatemalan  President  Vinicio 
Cerezo  called  approval  of  aid  to  the  Contras 
something  that  should  remain  under  the  his- 
tonc  responsibility  of  the  United  States.  Presi- 
dent Cerezo  also  denied  that  the  United 
States  had  been  trying  to  pressure  his  goven- 
ment  into  abandoning  Guatemala's  policy  of 
active  neutrality  in  Central  America.  The  full 
report  of  the  interview  with  President  Cerezo 
follows: 

Prensa  Latina  Interviews  President 

Cerezo 
(By  Special  Correspondent  Lujis  Baez) 

Guatemala  City.  September  16  (PL).— 
Guatemala's  President  Vinicio  Cerezo  Are- 
velo  today  expressed  the  need  to  continue 
working  through  diplomatic  channels  to 
achieve  a  peaceful  political  solution  to  con- 
flict in  Central  America.  In  Nicaragua,  he 
said,  armed  confrontations  continue  be- 
tween the  counter-revolutionaries  and  the 
Sandinistas  'smd  if  we  do  not  handle  this 
correctly,  it  can  turn  into  a  generalised  con- 
flict". Cerezo.  aged  43.  gave  Prensa  Latina 
an  exclusive  interview  as  Central  America 
celebrates  the  165th  anniversary  of  its  inde- 
pendence from  Spain. 

In  the  event  of  an  invasion  of  Nicaragua, 
the  Guatemalan  head  of  state  said  "we  hope 
to  maintain  our  active  neutrality."  The  next 
move  his  government  expects  to  take  on  the 
Central  America  conflict  is  "to  step  up  dip- 
lomatic activity"  to  try  and  resolve  some 
current  differences,  such  as  Nicaragua's 
charges  against  Costa  Rica  and  Honduras 
before  the  International  Court  of  Justice  in 
The  Hague.  Naturally,  Cerezo  stressed  "we 
should  ask  all  countries  to  keep  a  respectful 
attitude  and  open  dialogue  to  resolve  any 
conflict". 

The  head  of  state  was  cautious  on  com- 
menting on  the  United  States'  congressional 
approval  of  100  million  dollars,  "for  to  pre- 
serve our  neutrality,  we  do  not  like  to  com- 
ment on  the  internal  decisions  of  any  coun- 
try". However,  he  added,  the  aid  approval 
"is  something  that  should  remain  under  the 
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historic  responsibility  of  the  United  States  ". 
Cerezo  also  referred  to  the  Contadora 
Group's  role  in  trying  to  resolve  the  Central 
American  conflict,  but  observed  that  ulti- 
mately those  countries  have  felt  "a  certain 
lowering  of  spirit"  in  their  attempts  to  con- 
tinue working  toward  peace  in  the  region.  It 
is  necessary  that  Contadora  does  not  end  its 
efforts  to  [word  indistinct)  an  agreement 
mechanism  in  Central  America  to  lessen  the 
possibilities  of  tension,  he  stressed. 

Cerezo  denied  the  U.S.  Government  has 
been  pressuring  his  country  to  abandon  its 
policy  of  active  neutrality  in  Central  Amer- 
ica and  said  that  "so  far,  despite  our  posi- 
tion, the  aid  we  requested  has  been  given". 
Cerezo  avoided  discussing  the  motive  of  the 
recent  trip  U.S.  special  envoy  Phillip  Habib 
made  to  the  region,  although  some  observ- 
ers believe  the  Ronald  Reagan  administra- 
tion is  seeking  Guatemala's  support  for  all- 
out  aggression  on  Nicaragua. 


TRIBUTE  TO  MR.  REUBEN  A. 
SNAKE,  JR. 


HON.  HAL  DAUB 

OF  NEBRASKA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  DAUB.  Mr.  Speaker,  I  take  this  opportu- 
nity to  share  some  of  the  accomplishments  of 
a  great  Nebraskan  who  was  honored  this 
week  by  the  Nebraska  Society  of  Washington, 
DC. 

Mr.  Reuben  A.  Snake,  Jr..  a  native  of  Win- 
nebago, NE,  was  presented  with  a  Distin- 
guished Nebraskan  Award  for  1986. 

Mr.  Snake  serves  as  president  of  the  Win- 
nebago Tribe  of  Nebraska,  chairman  of  the 
board  for  the  Center  for  Indian  Economic  De- 
velopment in  California  and  Is  a  member  of 
the  American  Indian  Economic  Development 
Foundation  In  Washington,  DC.  In  addition, 
Reuben  has  a  distinguished  history  of  educa- 
tional service  to  American  Indian  youth, 
having  served  as  a  youth  worker,  a  Head  Start 
Director,  and  an  educational  director  for  the 
Sioux  City  American  Indian  Center  and  the 
Winnebago  Tnbe  of  Nebraska.  Currently,  he 
provides  consulting  services  In  the  areas  of 
tnbal  governance,  cultural  education,  econom- 
ic development,  alcohol  and  drug  abuse,  and 
leadership  training. 

Mr.  Speaker,  I  know  my  colleagues  join  in 
saluting  Mr.  Reuben  Snake,  Jr.,  for  his  accom- 
plishments and  efforts  in  making  the  future 
brighter,  by  serving  Americas  youth,  our  to- 
morrow, today. 


FEDERAL  HEALTH  BENEFITS  RE- 
LATING TO  CLEFT  LIP  AND 
CLEFT  PALATE 


HON.  STENY  H.  HOYER 

OF  MARYLAND 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  HOYER.  Mr.  Speaker,  cleft  lip  and/or 
palate  is  the  most  common  form  of  any  cra- 
niofacial anomaly.  The  disfigurement,  which 
affects  one  white  child  per  800-900  births, 
and  one  black  child  per  1,500  births  is  not 
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only  emotionally  draining,  but  also  presents 
the  family  with  a  tremendous  financial  burden. 

The  care  of  the  patients  suffering  from  cleft 
lip  requires  extensive  medical  treatment  In- 
cluding plastic  surgery,  dental/orthodonic 
work,  and  speech  therapy.  The  rehabilitation 
of  these  patients  although  It  sometimes  lasts 
a  lifetime.  Is  both  a  remarkable  medical  proc- 
ess as  well  as  an  essential  phase  in  the 
child's  progression  into  a  normal  and  produc- 
tive adult  life. 

The  severity  of  the  financial  responsibilities 
was  Investigated  and  addressed  by  the  Mary- 
land General  Assembly.  In  1982,  the  general 
assembly  passed  and  the  Governor  signed 
H.R.  91,  which  mandates  health  coverage  for 
cleft  lip  and/or  palate,  requiring  all  insurance 
companies  In  Maryland  to  cover  the  expenses 
related  to  the  correction  of  this  problem. 

A  similar  type  of  coverage  Is  necessary  in 
the  Federal  Employee  Health  Benefit  Plan.  To 
provide  Insurance  coverage  for  this  long  and 
costly  reconstructive  process  would  relieve 
the  families  of  a  great  financial  strain,  and  let 
them  concentrate  on  the  continuous  emotion- 
al needs  of  their  children.  With  proper  medical 
care  and  attention,  individuals  with  cleft  lip 
and/or  palate  stand  a  better  chance  to  confi- 
dently meet  their  full  potential. 

I  have  attempted  to  work  this  matter  out  ad- 
ministratively with  the  Office  of  Personnel 
Management  with  no  success. 

I  have  therefore  today  Introduced  legislation 
which  will  mandate  health  benefits  and  give 
Federal  employees  the  same  coverage  as 
Marylanders  currently  receive. 


IMPROVING  RELATIONS  WITH 
INDIA 


HON.  FRED  J.  ECKERT 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 
Mr.  ECKERT  of  New  York.  Mr.  Speaker.  I 
rise  today  to  discuss  changing  opportunities 
for  the  Improvement  of  relations  between  the 
United  States  and  India.  These  opportunities 
are  emerging  as  a  result  of  policy  changes 
since  Indian  Prime  Minister  Rajiv  Gandhi  as- 
sumed office  after  the  tragic  assassination  of 
his  mother,  Pnme  Minister  Indira  Gandhi. 

These  opportunities  for  improving  relations 
are  discussed  In  an  August  4  backgrounder 
prepared  by  the  Asian  Studies  Center  of  the 
Heritage  Foundation.  This  backgrounder 
makes  a  number  of  recommendations  as  to 
steps  the  Reagan  administration  could  take  to 
strengthen  Indo-United  States  ties.  I  recom- 
mend this  backgrounder  to  my  colleagues 
which  contains  the  following  recommenda- 
tions: 

(1)  Encourage  the  U.S.  businesses  to  ex- 
plore trade  and  investment  opportunities 
with  India  and  praise  the  economic  reforms 
of  Gandhi,  urging  him  to  further  liberalize. 
Specifically,  India  should  continue  to  lower 
tariff  and  nontariff  barriers  to  imports  and 
ease  restrictions  on  foreign  investment. 
These  will  spur  domestic  competition  and 
improve  the  efficiency  and  productivity  of 
Indian  industries.  New  Delhi  should  consid- 
er devaluing  the  rupee  to  improve  the  com- 
petitiveness of  Indian  exports.  A  growing 
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trade  deficit  could  create  public  and  private 
sector  pressures  favoring  renewal  of  market 
restrictions.  If  the  U.S.  were  to  increase  eco- 
nomic assistance,  it  would  help  India 
through  this  transition  period  as  it  opens  its 
markets  to  greater  competition  and  aims  at 
higher  growth  rates. 

India  also  should  check  the  growth  of  its 
huge  and  largely  inefficient  state-run  indus- 
tries and  consider  appropriate  privatization 
measures.  A  good  place  to  start  is  the 
energy  industry,  which  currently  absorbs 
the  largest  share  of  government  expendi- 
tures. 

India's  tax  reforms,  which  have  already 
proved  beneficial,  should  be  extended.  Sim- 
plifying the  maze  of  special  tax  rules  will  in- 
crease administrative  efficiency.  Also, 
India's  tax  structure  should  be  made  more 
equitable.  Agricultural  incomes  continue  to 
be  virtually  untaxed,  and  salaried  workers 
bear  most  of  the  tax  burden.  India  should 
broaden  its  revenue  base  and  allow  for  con- 
tinued reduction  of  average  tax  rates. 

(2)  Ensure  the  smooth  transfer  of  U.S. 
technology  where  appropriate.  Reagan  has 
made  it  clear  that  the  U.S.  will  consider 
India's  requests  to  buy  technology  that  may 
have  military  applications.  Those  involved 
in  the  review  process  should  expedite  eval- 
uation of  India's  requests. 

(3)  Poster  improved  Indo- Pakistani  rela- 
tions. Last  year,  a  half  dozen  meetings  be- 
tween Prime  Minister  Gandhi  and  Pakistan 
President  Zia  ul-Haq  had  encouraging  re- 
sults. The  two  leaders  pledged  not  to  attack 
the  other's  nuclear  facilities  and  agreed  to 
participate  in  the  new  South  Asia  Regional 
Cooperative  Association.  The  U.S.  should 
urge  the  continuance  of  this  dialogue. 

(4)  Emphasize  to  India  that  U.S.  military 
assistance  to  Pakistan  is  designed  to  bolster 
that  country's  security  in  the  face  of  a  clear 
threat  from  the  Soviet  Union  and  also  to 
form  a  part  of  U.S.  efforts  to  aid  Afghan 
freedom  fighters  and  to  press  for  the  with- 
drawal of  Soviet  forces  from  Afghanistan. 
The  U.S.  should  stress  that,  while  the  weap- 
ons conceivably  could  be  used  against  India, 
Soviet  domination  of  Pakistan  would  pose  a 
much  more  serious  danger  to  New  Delhi. 

(5)  Continue  pressing  India  on  the  Af- 
ghanistan issue.  Indians  admit  privately 
that  they  oppose  the  Soviet  invasion. 
Gandhi  should  endorse  this  view  publicly. 
At  the  same  time,  the  Indian  government 
should  use  its  good  offices  to  urge  Moscow 
to  withdraw  its  troops  from  Afghanistan. 

(6)  Step  up  pressure  on  Pakistan  to  cancel 
its  nuclear  weapons  development  program. 

(7)  Continue  efforts  to  stop  Sikh  terrorists 
from  using  the  U.S.  as  a  base  of  operations 
against  India  and  Indians.  New  Delhi  was 
very  grateful  when  the  FBI  uncovered  an 
assassination  plot  against  Rajiv  Gandhi 
during  his  visit  to  the  U.S.  last  year. 

U.S.  strategic  goals  in  South  Asia  are  to 
secure  the  withdrawal  of  Soviet  troops  from 
Afghanistan,  check  the  growth  of  Soviet  in- 
fluence in  the  region,  prevent  nuclear  prolif- 
eration, and  encourage  the  development  of 
South  Asian  free  market  policies.  Pivotal  to 
the  realization  of  these  goals  is  the  reductin 
of  Indo-Pakistani  tensions.  Better  relations 
between  New  Delhi  and  Islamabad  would 
for  the  first  time  open  the  door  to  effective 
regional  cooperation  among  South  Asian  na- 
tions and  thus  reduce  the  need  for  political, 
military,  or  economic  dependence  on  the 
Soviet  Union. 

Improved  Indo-U.S.  relations  also  would 
serve  these  goals  and  promote  the  national 
interests  of  both  countries.  Closer  coopera- 
tion between  the  world's  two  largest  democ- 
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racies  would  work  to  inhibit  the  Soviet 
Union's  attempts  to  expand  its  influence  in 
South  Asia  and  elsewhere. 

The  mutually  beneficial  nature  of  U.S. 
trade  relations  with  nations  such  as  Singa- 
pore, Hong  Kong,  the  Republic  of  China  on 
Taiwan,  and  South  Korea  is  well  know.  Ex- 
pansion of  New  Delhi's  economic  liberaliza- 
tion program  together  with  closer  Indo-U.S. 
economic  ties  will  bolster  the  efforts  of 
India  and  its  South  Asian  neighbors  to 
achieve  growth  rates  rivaling  those  of  other 
Asian  'economic  miracles." 


RELATIONS  BETWEEN  THE  SIKH 
COMMUNITY  OF  INDIA  AND 
THEIR  GOVERNMENT 


HON.  RONALD  V.  DELLUMS 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  DELLUMS.  Mr.  Speaker,  my  district  has 
many  residents  whose  families  came  from  the 
subcontinent  of  India,  including  Pakistan, 
India,  and  Bangladesh.  Recently,  I  have  been 
contacted  by  some  of  my  Sikh  constituents, 
who  have  discussed  with  me  the  continuing 
problem  of  the  relationship  between  the  Indian 
Sikh  communities,  and  the  Indian  Govern- 
ment. 

India  was  born  in  sectarian  strife.  When 
India  was  partitioned  into  Moslem  Pakistan 
and  predominately  Hindu  India,  the  Sikh 
homeland  of  Punjab  was  incorporated  into 
India.  Since  the  founding  of  the  Indian  state, 
the  Sikh  have  been  seeking  some  autonomy 
in  Punjab. 

The  Sikh  struggle  has  caused  deep  fnc- 
tions.  Over  2  years  ago,  the  holiest  Sikh 
shrine  was  attacked  and  the  Punjab  isolated 
from  the  outside  world. 

Charges  of  government  brutality  and  reli- 
gious persecution  against  Sikhs  have  surfaced 
across  India.  These  claims  have  been  sub- 
stantiated by  noted  Indian  jurists  and  human 
rights  advocates. 

Mr.  Speaker,  I  have  long  been  a  person 
concerned  with  human  rights  and  I  am 
alarmed  by  the  stories  coming  out  of  India 
concerning  persecution  of  Sikhs. 

I  urge  the  Indian  Government  to  ensure  that 
human  and  political  rights  of  the  Sikhs  are 
protected. 


RETROACTIVE  ELIMINATION  OF 
RETIREMENT  RECOVERY  IS 
WRONG 


HON.  MARIO  BIAGGI 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES  . 

Wednesday,  September  24,  1986 

Mr.  BIAGGI*  Mr.  Speaker,  I  want  to  express 
my  strong  opposition  to  a  particular  provision 
of  the  tax  reform  conference  agreement, 
which  would  retroactively  eliminate  the  3-year 
basis  recovery  rule  that  allows  public  servants 
to  recover  their  contributions  to  a  marKJatory 
participation  pension  plan. 

It  is  disturbing  to  me  that  while  many  of  the 
changes  in  the  tax  reform  package— like  the 
consumer     interest     deduction— would     be 
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phased  in  over  a  period  of  time,  elimination  pf 
the  3-year  basis  recovery  rule  would  occur  ret- 
roactively to  July  1,  1986.  Simply  put,  we  are 
changing  the  rules  in  midgame  and  not  allow- 
ing anyone  who  had  developed  a  game-plan 
based  on  the  old  rules  to  stop  playing. 

For  many  years,  some  20  million  Americans 
have  made  financial  plans  under  the  fair  as- 
sumption that  they  would  be  able  to  recover 
their  mandatory  retirement  contnbutions 
during  the  first  3  years  after  retirement.  After 
all,  that  was  the  rule  when  they  decided  to 
become  a  public  servant.  But  now,  those 
same  people  are  being  told  to  forget  those 
plans  because  Congress  had  decided  to 
change  the  rules  and  nobody  can  escape  this 
penalty,  no  matter  how  much  financial  hard- 
ship it  may  cause. 

This  new  law  will  penalize  public  servants  In 
amounts  ranging  from  $5,000  to  $30,000.  That 
is  a  very  sizable  loss.  For  some,  it  may  mean 
not  being  able  to  pay  for  a  child's  college  tui- 
tion; for  others,  it  may  mean  having  to  extend 
their  current  employment  or  to  find  new  work 
just  to  make  ends  meet.  Either  way,  it's 
wrong. 

Our  Nation's  public  servants  did  not  expect 
to  get  rich  when  they  decided  to  become 
police  officers,  firefighters,  teachers  or  govern- 
ment workers  However,  neither  did  they 
expect  to  be  treated  so  shabbily  when  they 
neared  the  end  of  their  many  years  of  devot- 
ed public  service. 

Mr.  Speaker,  I  do  not  agree  with  the  elimi- 
nation of  the  3-year  basis  recovery  rule,  in 
principle  Yet,  I  am  especially  concerned  that 
we  would  apply  that  change  on  a  retroactive 
basis.  At  least,  let's  give  those  who  cannot 
afford  this  severe  penalty  the  opportunity  to 
avoid  it,  if  they  are  in  a  position  to  do  so.  That 
is  the  fair  and  responsible  course  of  action 
and  the  one  I  will  work  toward  implementing. 

This  is  no  trivial  matter.  The  inclusion  of  this 
single  provision  forces  me  to  rethink  my  posi- 
tion on  the  entire  tax  reform  package.  I  know 
many  of  my  colleagues  share  this  dilemma, 
largely  because  they,  too,  have  heard  from 
hundreds  of  their  constituents  who  will  be  se- 
verely penalized  as  a  result  of  the  retroactive 
repeal  of  the  3-year  basis  recovery  rule.  Just 
last  week,  the  Halls  of  this  Congress  were 
filled  with  countless  members  of  the  Fraternal 
Order  of  Police,  our  Nation's  largest  law  en- 
forcement organization,  who  were  lobbying 
against  this  particular  provision.  Seldom  do  we 
see  such  a  loud  and  animated  display  of 
public  opposition  to  a  single  legislative  pro- 
posal. When  we  do,  it  is  usually  for  very  good 
reason. 

Mr.  Speaker,  this  public  outcry  cannot  be  ig- 
nored. It  deserves  a  suitable  response  and  I 
am  hopeful  that  separate  action  will  be  taken 
to  correct  this  glaring  flaw  in  the  tax  reform 
pacKage. 


HARVEST  OF  DESPAIR 


HON.  NANCY  L.  JOHNSON 

OF  CONNECTICUT 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24.  1986 
Mrs.  JOHNSON.  Mr.  Speaker,  I  rise  to  rec- 
ognize the  efforts  of  the  many  concerned 
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Connecticut  organizations,  like  the  Connecti- 
cut Fnends  of  the  Ukraine,  and  the  Ukraine 
Political  Action  Committee  for  their  indefatiga- 
ble effort  and  dedication  in  bnnging  the  "Har- 
vest of  Despair,"  tf>e  1985  gold  medal  winner 
at  the  Houston  Film  Festival,  to  public  televi- 
sion on  September  24,  1986  The  "Harvest  of 
Despair"  is  a  substantive,  and  eloquent  film 
testament  to  a  lost  generation  of  proud 
Ukrainian  people  brutally  silenced  by  this 
famine,  which  was  coldly,  calculatedly,  orches- 
trated by  the  Soviet  Union  under  the  iron-fist 
of  Josef  Stalin. 

As  a  Representative  of  Connecticut,  it  is 
with  great  pnde  that  I  applaud  the  efforts  of 
tttese  concerned  individuals  in  my  district, 
who,  through  their  commitment,  will  make  the 
public  aware  of  this  tragedy,  whose  recogni- 
tion IS  long  overdue.  I  appreciate  their  loaning 
me  a  copy  of  the  tape  and  enabling  me  to  join 
with  them  in  urging  its  ainng.  The  "Han/est  of 
Despair"  Is  a  haunting,  evocative  plea  to  the 
conscience  of  all  mankind.  In  remembenng 
this  heinous  act  of  genocide  carried  out 
against  a  proud  and  resourceful  people,  we 
hope  not  only  to  honor  those  who  were  its 
victims  but  to  prevent  such  organized  atroc- 
ities in  the  future. 

One  very  sotjenng  aspect  of  this  event  is 
the  extraordinary  degree  of  success  the 
Soviet  Union  enjoyed  in  carrying  out  a 
campaign  of  misinformation  and  deceit  on 
Amencans  of  standing  who  sought  the  truth 
about  allegations  regarding  the  Soviet  role  in 
orchestrating  this  famine.  It  is  imperative  that 
we  allow  our  past  experience  with  the  Soviets, 
such  as  this,  to  serve  us  well  in  forging  realis- 
tic, mutually  venflable  agreements  with  them 
in  the  future. 

I  urge  all  my  colleagues,  and  all  concerned 
Americans  to  view  this  film  on  September  24, 
1986  to  appreciate  a  peoples'  admirable 
struggle  against  a  horrific  state  sponsored 
crime,  to  recognize  the  power  of  misinforma- 
tion and  t>e  vigilant  against  It.  to  understand 
the  depths  of  mans  inhumanity  against  his 
brother,  and  to  realize  the  importance  of  re- 
maining, both  symbolically  and  literally,  a  vital 
citadel  of  hope  and  freedom  for  a  new  gen- 
eration of  oppressed  peoples  of  all  nationali- 
ties across  the  world. 


STEEL  IMPORTS  SHOULD  BE 
CURBED 


HON.  TOM  BEVILL 

OF  ALABAMA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  BEVILL.  Mr.  Speaker.  I  nse  today  in 
support  of  a  bill  that  will  impose  a  70-percent 
limit  on  all  steel  imports  from  Canada, 
Sweden,  and  Taiwan  if  those  countnes  fail  to 
reach  a  steel  voluntary  restraint  agreement 
within  90  days. 

We  are  having  serious  problems  with  rising 
imports  of  foreign  steel  and  with  countries  at- 
tempting to  circumvent  the  steel  VRA  Pro- 
gram. Steel  imports  from  these  three  coun- 
tries in  particular  have  become  a  problem  ap- 
parently recognized  by  the  U.S.  Trade  Repre- 
sentative. He  has  called  for  consultations  with 
each  of  tfiese  countries.  This  bill  is  designed 
to  stop  to  those  problems. 
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I  am  deeply  concerned  about  the  rising  tide 
of  foreign  steel  Imports  because  there  are  so 
many  steelworkers  in  my  district  who  are  out 
of  work. 

We  set  up  the  Voluntary  Restraint  Agree- 
ment Program  to  give  our  domestic  steel  in- 
dustry time  to  modernize  to  be  more  competi- 
tive. We  have  to  make  this  program  work. 

Steel  imports  hit  a  record  31  percent  in 
1984.  Presently  steel  imports  are  more  than 
23  percent  of  the  U.S.  market  and  in. recent 
months,  they  have  gradually  increased  to 
nearly  27  percent. 

This  bill  will  reduce  steel  imports  by  1.4  mil- 
lion tons.  It  will  also  prevent  countries  from 
going  through  non-VRA  countnes  to  illegally 
dump  steel  in  the  United  States.  If,  for  exam- 
ple, Japan  ships  steel  for  finishing  to  a  coun- 
try without  a  VRA  with  the  United  States,  that 
allocation  of  steel  would  be  counted  against 
Japan  if  it  is  shipped  to  the  United  States. 

Our  domestic  steel  industry  is  in  cnsis.  We 
have  seen  one  of  our  largest  steel  producers, 
LTV  Corp.,  file  for  bankruptcy,  steel  produc- 
tion and  employment  has  dropped  off  drasti- 
cally. 

Despite  these  problems,  I  believe  the  Volun- 
tary Restraint  Agreement  Program  can  work 
effectively.  But  we  have  to  enforce  it.  We 
have  to  be  on  the  alert  for  potential  problems 
and  seek  solutions  for  those  problems.  That's 
what  we're  doing  here  today. 

We  want  to  stop  these  foreign  countries 
from  ripping  us  off  and  stealing  American  jobs. 


September  25,  1986 


A  TRIBUTE  TO  GENE  SNYDER 


NATIONAL  WOMEN  IN  SPORTS 
DAY 


HON.  OLYMPIA  J.  SNOWE 

OF  MAINE 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24.  1986 

Ms.  SNOWE.  Mr.  Speaker,  I  am  introducing 
a  resolution  today  which  would  designate  Feb- 
ruary 4,  1987,  as  "National  Women  in  Sports 
Day." 

The  history  of  women  in  sports  is  rich  and 
long.  Over  the  last  15  years,  the  level  of 
women's  participation  in  sports  and  physical 
conditioning  programs  has  dramatically  in- 
creased. However,  there  has  been  little  na- 
tional recognition  of  the  significance  of 
women's  athletic  achievements.  By  drawing 
attention  to  women  in  sports,  we  can  recog- 
nize women  athletes  who  serve  as  examples 
of  the  avenues  available  through  which 
women  of  America  may  develop  physical  fit- 
ness, self-discipline,  initiative,  confidence,  and 
leadership  skills. 

National  Women  in  Sports  Day  will  recog- 
nize the  importance  of  women's  athletic 
achievements  to  our  country.  Today  women 
represent  30  percent  of  all  college  student 
athletes,  and  over  10,000  of  these  women 
attend  college  on  athletic  scholarships.  How- 
ever, the  athletic  opportunities  for  male  stu- 
dents at  collegiate  and  high  school  levels  still 
far  exceeds  those  for  female  students.  It  is 
time  to  recognize  these  inequities  still  exist, 
while  highlighting  how  far  women  have  come 
in  their  athletic  achievements. 

I  invite  my  colleagues  to  join  me  in  recog- 
nizing our  women  athletes  by  cosponsoring 
this  resolution. 


SPEECH  OF 

HON.  JIM  ROSS  UGHTFOOT 

OF  IOWA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  18,  1986 

Mr.  LIGHTFOOT.  Mr.  Speaker,  I  am  hon- 
ored to  have  this  opportunity  to  pay  a  tribute 
to  a  good  friend  and  respected  colleague,  the 
gentleman  from  the  State  of  Kentucky,  Gene 
Snyder. 

I  haven't  yet  completed  a  full  term  in  this 
body,  but  that's  been  long  enough  for  me  to 
become  familiar  with  the  value  of  Gene's 
leadership,  particulaHy  with  respect  to  the 
Committee  on  Public  Works.  The  Public 
Works  Committee  saw  a  fair  amount  of  some- 
what controversial  legislation  pass  through 
this  session— Superfund,  the  Clean  Water  Act, 
the  omnibus  water  resources  bill,  to  name  a 
few.  All  of  these  are  issues  that  normally 
would  divide  a  committee  on  a  number  of 
issues,  but  hardly  ever  did  that  happen  on 
Public  Works.  What  made  that  possible  was 
Gene  Snyder's  ability  to  craft  a  compromise 
with  the  majority  without  sacrificing  the  minori- 
ty position  in  the  process.  I  don't  know  of  a 
committee  in  Congress  that  is  more  consist- 
ently unified  than  our  committee,  thanks  large- 
ly to  Gene. 

As  only  one  junior  Member  on  a  committee 
of  52  members— "that's  more  than  half  the 
Senate!"  I  remember  hearing  Gene  proclaim 
one  time — never  have  I  felt  like  I  was  being 
treated  unfairly  or  that  my  concerns  were  not 
being  addressed.  Although  he's  a  strong 
leader  who  sticks  to  his  principles,  Gene  has 
always  been  understanding  on  those  rare  oc- 
casions when  our  interests  conflicted. 

Gene  has  always  been  available  when  I 
needed  advice.  He  also  has  gone  out  of  his 
way  to  see  that  I've  met  a  number  of  people 
that  are  important  to  our  committee  work. 

Always  ready  to  either  hear  or  tell  a  good 
story.  Gene  Snyder  is  a  good  friend  and  a 
true  Kentucky  gentleman.  I'll  miss  him  person- 
ally and  this  body  will  miss  him  as  well. 


IN  CELEBRATION  OF  MACOMB 
COUNTY'S  BLIND  AWARENESS 
MONTH 


HON.  DENNIS  M.  HERTEL 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  HERTEL.  Mr,  Speaker,  it  is  estimated 
that  approximately  1.4  percent  of  the  people 
in  every  community  suffer  from  some  type  of 
visual  impairment  or  are  unable  to  hold  a 
book.  At  this  time  of  year,  so  closely  associat- 
ed with  fall  foliage  and  schoolt)ooks,  this  fact 
is,  indeed,  a  startling  realization.  There  exists 
in  our  Nation  today  the  need  to  further  edu- 
cate the  public  on  such  handicaps  and  help 
make  the  visually  impaired  aware  of  the  re- 
sources avilable  to  them.  I,  therefore,  ask  my 
colleagues  to  join  me  in  honoring  the  associa- 
tions and  the  Board  of  Commissioners  of 
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Macomb  County,  Ml,  for  declaring  the  month 
of  September  "Blind  Awareness  Month." 

Approximately  10,000  citizens  of  Macomb 
County  are  unable  to  read  regular  print  or  hold 
a  tjook.  Fortunately,  with  new  technology  and 
groups  such  as  the  National  Library  Service 
for  the  Blind  and  Handicapped,  this  segment 
of  society  need  not  forgo  the  immeasurable 
joys  of  literature.  Macomb  County  has  exhibit- 
ed outstanding  concern  and  assistance  for  the 
visually  handicapped.  Its  Library  Support 
Group  for  the  Blind  meets  twice  monthly,  of- 
fering a  range  of  services  and  support  and, 
along  with  other  service  organziations  in 
Macomb  County,  helps  to  disseminate  infor- 
mation on  the  newest  technology  available  to 
the  visually  impaired.  However,  as  the 
Macomb  County  Board  of  Commissioners 
point  out  in  their  resolution,  there  is  a  con- 
stant need  to  broaden  these  services  and 
make  every  effort  to  reach  all  those  who 
could  benefit,  as  well  as  educating  the  general 
public  on  the  problems  and  needs  of  the 
blind. 

Toward  this  end,  a  wide  range  of  events 
have  been  scheduled  during  September  at  the 
Macomb  County  Library.  Both  Jim  Neubacher, 
a  columnist  for  the  Detroit  Free  Press;  and 
Margaret  Smith,  author  of  "If  Blindness 
Strikes;  Don't  Strike  Out"  and  counselor  at 
the  Detroit  Receiving  Hospital,  Visually  Handi- 
capped Services,  will  speak,  offehng  their  en- 
couragement and  insights  to  both  the  seeing 
and  the  sight  impaired  alike.  Later  in  the 
month,  a  special  exhibition  of  aids  and  appli- 
ances for  the  sight  Impaired  will  be  offered  by 
many  of  the  community's  leading  organiza- 
tions. 

Blind  Awareness  Month  in  Macomb  County 
is  an  outstanding  undertaking  that  will  undou- 
tedly  reach  a  wide  spectrum  of  the  public  in 
Macomb  County,  helping  to  inform  and  edu- 
cate us  all  to  better  understand  the  problems 
of  the  sight  impaired.  I  salute  this  fine  event 
and  the  groups  that  have  sponsored  it.  I  en- 
courage communities  everywhere  to  follow 
this  fine  example.  .. 


IRISH  NEUTRALITY  IN  THE 
AMERICAN  INTEREST 


HON.  JOSEPH  J.  DioGUARDI 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 
Mr.  DioGUARDI.  Mr.  Speaker,  on  Feboiary 
20,  1985,  I  read  into  the  Congressional 
Record  an  article  entitled  "On  American  In- 
terests in  Ireland"  in  which  it  was  pointed  out 
that  the  troubles  in  Ireland,  and  specifically  m 
those  six  of  the  divided  Irish  Province  of  Ul- 
ster's nine  counties  known  as  Northern  Ire- 
land, are  a  matter  of  concern  to  the  United 
States.  The  establishment  of  a  just  and  lasting 
peace  in  all  Ireland  is  necessary  for  stability 
on  that  island  which  lies  beside  the  jugular 
vein  of  commerce  between  Europe  and  North 
America,  and,  properly  understood,  should  be 
an  American  issue.  The  necessary  prerequi- 
site for  that  stable  peace  is  the  reunification  of 
Ireland  under  a  sovereign,  independent  Irish 
Government. 

In  my  article  the  issue  of  Irish  participation 
in    NATO   was    raised    among    many   other 
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issues,  including  the  potential  for  Soviet  KGB 
meddling  in  any  unstable  political  situation. 
The  United  States  is  currently  on  friendly 
terms  with  all  of  the  principals  of  this  unhappy 
conflict,  most  especially  with  the  United  King- 
dom. A  true  friend  does  not  encourage  error, 
but  rather  appeals  to  the  other's  better  nature. 
A  change  In  British  policy  must  be  encouraged 
toward  the  orderly,  phased  return  to  Irish  sov- 
ereignty of  the  entire  island  of  Ireland,  her  is- 
lands and  territonal  seas. 

As  a  member  of  the  Ad  Hoc  Congressional 
Committee  for  Irish  Affairs  I  have  actively 
sought  in  many  quarters  to  build  a  greater  un- 
derstanding of  American  interests  in  Ireland. 
Among  those  with  whom  I  have  worked  close- 
ly is  the  Honorable  Andrew  P.  O'Rourke, 
county  executive  of  Westchester  County,  NY. 
Mr.  O'Rourke's  career  of  public  service,  in  ad- 
dition to  his  elected  offices  in  civil  govern- 
ment, includes  over  30  years  of  military  serv- 
ice— active  and  reserve— from  infantry  private 
in  New  York's  "Fighting  69th"  through  Air 
Force  active  duty  aviation  to  international  law 
and  emergency  management  as  a  captain  in 
the  U.S.  Naval  Reserve.  In  studying  the  ques- 
tion of  Irish  membership  in  NATO,  the  primary 
issue  is  not  the  relative  merits  or  demerits  of 
such  a  military  alliance,  but  the  fact  that  a  par- 
titioned Ireland  is  not  free  to  make  the  choice. 

Andrew  O'Rourke  has  thought  deeply  on 
the  subject  of  Irish  neutrality  and  produced  a 
most  insightful  article  on  the  subject  which  I 
offer  here  for  the  consideration  of  this  House 
and  particularly  for  the  Committee  on  Foreign 
Affairs; 

Irish  Neutrality  in  the  America  Interest 
(By  Andrew  Patrick  O'Rourke) 

For  years  it  has  been  the  conventional 
wisdom  among  Irish  Americans,  and  par- 
ticularly among  those  of  us  who  rememtjer 
the  Second  World  War.  to  lament  Irish  neu- 
trality in  that  war  and  in  the  post-war 
period.  At  the  famous  1963  meeting  between 
Presidents  John  F.  Kennedy  and  Eamon  de 
Valera.  Kennedy  is  reputed  to  have  raised 
the  question  of  Irish  participation  in  NATO, 
to  which  de  Valera  is  purported  to  have  re- 
plied that  such  an  alliance  could  not  even  be 
considered  by  a  divided  Ireland.  It  is  true 
that,  unlike  the  English  attitude  quintessen- 
tially  expressed  by  Sir  Winston  Churchill 
after  the  war,  the  Irish  American  percep- 
tion is  one  which  laments  the  Partition  of 
Ireland  and  the  occupation  of  part  of  the 
Irish  national  territory  by  the  British  as  the 
cause  not  only  of  the  continuing  'troubles " 
in  those  six  of  the  divided  Irish  province  of 
Ulster's  nine  counties  known  as  ■Northern 
Ireland "  but  also  as  the  cause  of  that  pre- 
sumably lamentable  Irish  neutrality. 

Recent  scholarship  and  the  benefit  of 
some  forty  years  of  hindsight  since  V-E  Day 
suggest  that  there  were  some  very  real  ad- 
vantages to  Irish  neutrality  in  particular 
during  that  conflict.  It  is  obvious  that  there 
should  be  some  neutral  ground  where  belli- 
gerents can  meet  in  a  non-belligerent 
manner  to  seek  an  end  to  the  war.  In  the 
case  of  Irish  neutrality,  historian  Robert 
Fisk  in  "In  Time  of  War"  deals  with  the 
matter  of  some  521  seamen  of  all  nationali- 
ties (and  a  good  many  airmen  as  well)  who 
were  rescued  by  neutral  Irish  vessels:  many 
others  as  well  found  a  safe  haven  in  neutral 
Ireland,  with  Allied  internees  "escaping"  to 
Britain  after  a  respectable  "rest  period"  and 
Germans  enjoying  week-ends  in  Dublin.  The 
German  war  cemetery  at  Glencree  In  the 
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Dublin  mountains  offers  mute  testimony 
that  some  of  the  German  fighting  men  who 
reached  Irish  shores  in  two  world  wars  were 
beyond  any  help  other  than  a  Christian 
burial;  yet  most  survived  on  l>oth  sides. 

It  is  also  true  that  Irish  neutrality  (or  the 
lack  of  conscription)  did  not  prevent  signifi- 
cant numbers  of  Irishmen  and  Irishwomen 
from  joining  the  British  and  American 
forces  in  two  world  wars,  my  own  regiment, 
the  "Fighting  69th,"  is  a  premier  example 
of  that.  There  were  more  Irish  volunteers 
than  could  possibly  have  been  enlisted 
through  conscription— as  the  Irish  reaction 
to  the  British  conscription  act  in  1918  dem- 
onstrated (there  was  no  conscription  even  in 
"Northern  Ireland"  at  any  time  during 
World  War  II). 

There  is  the  apocryphal  story  of  the  RAF 
bomber  on  a  night-time  raid  over  Berlin.  Its 
crew  was  made  up  completely  of  Irishmen 
who  had  taken  the  boat  from  Dublin  to  Ho- 
lyhead and  then  sought  out  the  recruiting 
sergeant  who  would  promise  them  the  op- 
portunity to  fly  in  combat;  none  of  them 
was  disappointed  in  that  respect  as  they 
flew  through  the  flak.  Being  Irish,  they 
passed  the  time  arguing  Irish  politics  over 
the  intercom.  At  one  rather  heated  point  in 
the  discussion,  with  German  shells  bursting 
all  around,  the  tail  gunner  interrupted  pro- 
claiming. 'I  don't  care  what  you  say  at>out 
de  Valera,  ...  at  least  he  kept  us  out  of  the 
war." 

What  then  are  the  Allied  arguments  for 
an  end  to  Irish  neutrality  and  for  the  inte- 
gration of  Ireland  into  NATO,  concomitant 
with  her  integration  into  the  European  Eco- 
nomic Community?  Ireland  lies  astride  the 
sea  lanes  through  which  Europe,  and  even. 
Great  Britain  must  be  reinforced  and  resup- 
plied  in  the  event  of  a  crisis.  We  have  no 
less  an  authority  for  this  judgment  than  the 
former  Chairman  of  the  NATO  Military 
Committee.  Admiral  of  the  Fleet  Sir  Peter 
Hill-Norton  (No  Soft  Options;  The  Politico- 
Military  Realities  of  NATO.  1978).  It  should 
be  obvious  that  Ireland  would  make  the 
ideal  base  for  anti-submarine  patrolling  and 
for  air  search  radars  to  protect  Britain  from 
any  backdoor  attack  by  Backfire  bombers  or 
sea-launched  missiles.  Add  to  this  the  great- 
er ease  with  which  Irishmen  might  be  pres- 
sumed  to  be  induced  into  joining  a  nominal- 
ly Irish  army  rather  than  seek  foreign  mili- 
tary service. 

The  Partition  of  Ireland,  as  has  been 
pointed  out  however,  continues  to  make 
Irish  membership  in  NATO  a  domestic  po- 
litical impossibility  for  the  simple  reason 
that  part  of  the  Irish  national  territory  re- 
mains occupied  by  forces  of  a  meml)er  of 
the  Alliance. 

IRISH  INTERESTS 

That  it  is  in  the  Irish  interest  to  remain 
neutral  should  be  obvious.  For  one  thing 
the  fractured  economy  of  a  fractured  Ire- 
land could  not  support  a  military  establish- 
ment of  the  magnitude  which  might  be  re- 
quired to  fully  honor  any  Irish  NATO  com- 
mitments. A  proposal  to  join  NATO  now 
would  be  as  politically  divisive  to  Ireland  as 
was  the  question  of  American  entry  into 
World  War  II  divisive  to  the  United  States 
before  the  attack  upon  Pearl  Harbor.  The 
potential  benefits  of  NATO  membership  are 
further  minimized  in  view  of  the  potential 
exposure  to  nuclear  attack  in  case  of  great- 
power  conflict,  as  well  as  the  fact  that  the 
NATO  nuclear  umbrella  already  protecu 
Ireland  in  much  the  same  manner  as  Ameri- 
can military  power  protects  Japan.  Thus 
Ireland   like   Japan,    remains   free   of   the 
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burden  of  devoting  a  larger  portion  of  its 
GNP  to  military  purposes. 

There  is  another  aspect  to  Irish  neutrality 
which  is  quite  often  completely  overlooked. 
Ireland  today,  despite  her  relatively  small 
population,  is  mounting  a  massive  mission- 
ary effort  directed  primarily  at  the  so-called 
•'Third  World".  As  is  shown  by  Desmond 
Fennell  in  'Beyond  Nationalism. '  this  is  a 
lay  missionary  effort  as  well  as  a  religious 
activity.  Ireland's  neutrality  not  only  en- 
hances this  missionary  effort,  but.  as  Father 
Sean  McManus  has  pointed  out.  in  some 
cases  is  what  makes  Irish  missionaries  ac- 
ceptable at  all. 

While  it  may  be  very  altruistic  for  the 
United  States  to  recognize  that  Irish  neu- 
trality has  intangible  benefits  for  the  whole 
world,  when  it  comes  to  matters  perceived 
to  be  of  national  security  altruism  is  some- 
times difficult  to  come  by— witness  ancient 
"democratic "  Athens'  attitude  to  the  desire 
of  Melos  to  preserve  her  neutrality  outside 
the  Delian  League,  or  modern  democratic  " 
England's  insistance  of  retaining  at  least  a 
part  of  Ireland  contrary  to  the  expressed 
wishes  of  the  overwhelming  majority  of  the 
people  of  Ireland. 

A  POSITIVE  GOOD 

One  of  the  lessons  of  Irish  neutrality  in 
the  Second  World  War  is  not  merely  that  it 
was  tolerable,  but  that  it  may  very  well  have 
been  a  positive  good,  even  in  a  war  to  save 
civilization  from  Nazi  barbarism.  Irish  neu- 
trality, even  in  a  confrontation  with  atheis- 
tic Communism,  may  similarly  be  a  positive 
good  in  the  East-West  equation,  especially 
in  so  far  as  the  United  States  is  concerned. 

There  are  literally  thousands  of  American 
military  dependents  resident  in  Europe  at 
any  one  time.  Add  to  that  other  Americans 
living  abroad  and  the  ubiquitous  American 
tourist  and  you  have  a  problem  of  stagger- 
ing dimensions  in  the  event  of  the  sudden 
onset  of  any  East-West  crisis.  To  complicate 
the  matter  even  further,  the  normal  carriers 
might  not  be  available  to  ferry  Americans 
safely  back  home.  American  and  other 
NATO  flag  carriers  having  been  mobilized 
for  the  military  mission  of  the  reinforce- 
ment and  resupply  of  the  American  and 
other  NATO  forces  in  Europe.  It  is  to  the 
neutral  carriers  such  as  Aer  Lingus  that  the 
job  would  fall  to  carry  Americans  to  that 
neutral  safe-haven  on  the  periphery  of 
Europe— Ireland— and  thence.  perhaps 
again  via  neutral  carrier,  home. 

The  argument  that  Ireland  is  needed  as 
an  anti-submarine  warfare  or  early-warning 
base  has  been  overtaken  by  technology.  The 
technology  of  modern  anti-submarine  war- 
fare and  of  the  Nimrod  airborne  electronic 
warfare  program  which,  as  soon  as  the  Brit- 
ish contractors  "can  get  their  act  together." 
should  provide  complete  coverage  to  the 
west  from  bases  in  Scotland,  coverage  analo- 
gous to  that  provided  elsewhere  by  the  US 
Air  Force  AWACS  aircraft.  Technological 
considerations  aside,  moreover,  there  is  real- 
istically no  more  danger  of  the  Soviet  Union 
using  Ireland  as  the  staging  base  for  an  in- 
vasion of  England  than  there  is  of  a  return 
of  the  Spanish  Armada,  Napolean  Bona- 
parte, or  any  other  bogeyman  in  the  English 
historical  consciousness. 

IRONY 

The  irony  of  the  whole  question  of  Ire- 
land's future  satus  is  that  while  on  the  one 
hand  a  divided  Ireland  might  never  be  able 
formally  to  join  the  North  Atlantic  Alliance 
and  thereby  contribute  directly  to  our  col- 
lective military  security,  it  is  also  a  re- 
united,   sovereign,    stable,     Irish     Ireland 
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which  offers  the  brightest  prospect  as  a 
neutral  to  be  the  safe-haven  which  our 
people  would  need,  and  to  be  the  neutral, 
best  situated  by  geography  on  the  shores  of 
the  North  Atlantic,  to  contribute  to  the 
peace  process. 

The  United  States  has  a  definite  interest 
in  the  establishment  of  a  just  and  lasting 
peace  in  Ireland  and  in  the  corolary  recon- 
ciliation of  the  "British  "  and  Irish  peoples. 
American  interests  go  beyond  the  fact  that 
we  have  deep  and  abiding  ties  of  blood  and 
affection  with  all  parties  to  the  tragic  con- 
flict which  has  erupted  from  the  Partition 
of  Ireland.  American  interests— and.  proper- 
ly understood.  NATO  and  even  British  in- 
terests—extend to  a  stable,  sovereign,  re- 
united Ireland,  free  to  be  Irish,  free  even  to 
be  neutral. 

Note —Andrew  Patrick  O'Rourke  is  the 
County  Executive  of  Westchester  County, 
New  York.  Currently  a  Captain  in  the 
United  States  Naval  Reserve,  he  previously 
flew  as  a  US  Air  Force  navigator  after  grad- 
uation from  the  Pordham  University  Air 
Force  ROTC  program;  his  first  military 
service  was  in  the  69th  New  "Vork  Infantry. 
A  student  of  military  history  who  has 
served  at  the  US  Naval  War  College. 
O'Rourke  is  also  an  author  of  historical 
novels;  his  most  recent.  "The  Red  Banner 
Mutiny."  has  been  published  recently  by 
Bantam. 
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BILL  TO  AMEND  STEEL  IMPORT 
STABILIZATION  ACT 


THE  INSPIRATION  OF  AVERELL 
HARRIMAN 


HON.  JOHN  BRYANT 

OF  TEXAS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 
Mr.  BRYANT.  Mr.  Speaker,  in  the  pantheon 
of  great  Americans,   few  heroic  figures  will 
ever  loom  as  large  as  Averell  Harrlman. 

I  will  not  belabor  the  accomplishments  of 
this  man— Governor.  Ambassador,  statesman, 
counselor  to  Presidents,  and  to  humble  Mem- 
bers of  Congress  like  this  one. 

Averell  Harrlman  was,  above  all,  a  decent 
human  being  who  devoted  his  life  and  the  re- 
sources—material and  intellectual— that  he 
was  blessed  with  putting  Amenca  first  and 
making  the  world  secure  and  peaceful. 

He  gave  inspiration,  support,  and  encour- 
agement to  Congressmen  like  John  Bryant. 

He  was  a  man  of  taste  and  discernment,  of 
passionate  opinion  and  quiet  diplomacy. 

We  mourn  Averell  Harnman's  passing  from 
our  lives,  but  we  celebrate  the  decades  he 
spent  among  us  teaching  and  working,  advis- 
ing, and  counseling. 

Although  Averell  Harrlman  stands  with  Jef- 
ferson, Lincoln,  Roosevelt,  Truman,  and  a 
handful  of  others  who  have  contributed  ex- 
traordinarily to  our  Nation,  his  memorial  will 
not  be  a  monument  of  stone,  but  a  monument 
of  good  works  and  the  inspiration  that  his  ex- 
ample will  continue  to  breathe  into  those  of  us 
who  choose  careers  in  public  service. 


HON.  RICHARD  T.  SCHULZE 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday.  September  24,  1986 

Mr.  SCHULZE.  Mr.  Speaker,  I  join  my  col- 
leagues in  rising  in  strong  support  of  legisla- 
tion introduced  today  which  amends  the  Steel 
Import  Stabilization  Act. 

In  1984„our  Nation  enacted  into  law  a  steel 
import  program  based  on  a  series  of  voluntary 
restraint  agreements  with  steel  exporting  na- 
tions. The  major  goals  of  the  program  are 
threefold:  To  stop  the  flood  of  unfair  steel  im- 
ports; to  set  reasonable  limits  on  the  level  of 
steel  imports;  and  to  provide  a  stable  trade 
environment  for  one  of  our  Nation's  most  im- 
portant manufacturing  sectors. 

While  there  has  been  progress  in  achieving 
these  goals,  it  has  been  insufficient  in  the  final 
analysis.  Yes,  steel  imports  into  this  country 
have  declined,  but  not  nearly  enough.  Indeed, 
steel  imports  continue  to  swallow  up  more 
than  their  fair  share  of  the  market  and  exceed 
the  President's  established  import  penetration 
rate  by  13  percent.  At  the  same  time,  foreign 
steel  products  continue  to  be  dumped  and  un- 
fairly subsidized. 

Cleariy,  tougher  action  must  be  undertaken 
to  make  the  program  work. 

Above  all,  we  must  conclude  additional  bi- 
lateral voluntary  restraint  agreements  with  the 
three  major  steel  exporting  nations  that  so  far 
remain  outside  of  the  VRA  Program— Canada; 
Sweden;  and  Taiwan.  It  doesn't  make  any 
sense  at  all  to  have  three  countries  upset  a 
complicated,  elaborate  series  of  18  voluntary 
restraint  agreements.  Until  they  formally  agree 
on  limiting  their  steel  exports  to  the  United 
States,  the  whole  steel  import  program  will 
continue  to  be  gravely  undermined. 

Despite  a  good-faith  effort  of  the  administra- 
tion to  conclude  VRA's  with  Canada,  Taiwan, 
and  Sweden,  none  are  forthcoming.  Thus,  it's 
up  to  Congress  to  tell  these  countries  that  we 
will  no  longer  tolerate  their  refusal  to  negoti- 
ate on  steel  and  that  we  will  take  the  neces- 
sary action  to  convince  them  that,  like  other 
steel  exporting  nations,  they  too  cannot 
expect  an  ever  expanding  share  of  our 
market. 

Concern  with  the  lack  of  formal  steel  ar- 
rangements with  Canada,  Taiwan,  and 
Sweden  Is  based  on  alarming  facts. 

Canada,  for  example,  is  the  second  largest 
steel  exporter  to  the  United  States.  I  under- 
stand that  we  are  in  the  midst  of  free  trade 
negotiations  with  our  northern  neighbor,  but 
we  need  immediate  action  on  steel. 

Sweden's  specialty  steel  industry  continues 
to  benefit  from  massive  subsidy  programs,  as 
well  as  overwhelm  the  United  States  market 
for  these  goods.  Indeed,  Sweden's  specifalty 
tubing  imports  have  increased  by  45  percent 
during  the  first  6  months  of  1986  since  the 
same  time  last  year.  Such  unharnessed  and 
unfair  growth  is  devastating  our  Nation's  spe- 
ciality steel  Industry. 

Taiwan  also  shares  in  the  blame  for  under- 
mining the  steel  import  program,  with  steel  ex- 
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ports  to  the  United  States  more  than  doubling 
over  the  last  year. 

The  legislation  which  I  and  many  of  my  col- 
leagues have  introduced  today  will  impose 
needed  discipline  on  these  countnes  and  will 
ultimately  improve  the  effectiveness  of  the 
steel  import  program. 

Among  other  provisions,  it  calls  upon  the 
President  to  Conclude  VRA's  with  Canada, 
Taiwan,  and  Sweden.  If,  after  90  days,  the 
President  is  unsuccessful,  then  mandatory 
quotas  will  be  imposed.  I  hope  that  we  do  not 
have  to  resort  to  unilateral  action.  However,  it 
may  be  the  only  alternative  if  recent  events 
are  any  indication. 

I  urge  each  and  every  one  of  my  colleagues 
to  support  this  legislation  for  it  addresses  an 
area  of  paramount  importance  to  the  econom- 
ic health  of  our  entire  Nation.  We  cannot 
under  any  circumstance  permit  the  demise  of 
our  Nation's  steel  industry  without  inflicting  ir- 
reparable harm  on  the  rest  of  the  country. 


TRIBUTE  TO  THE  HONORABLE 
IRVING  R.  KAUFMAN 


HON.  BILL  GREEN 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  GREEN.  Mr.  Speaker,  I  rise  to  pay  trib- 
ute to  my  constituent,  Hon.  Irving  R.  Kaufman, 
on  the  25th  anniversary  of  his  appointment  as 
a  judge  in  the  U.S.  Court  of  Appeals.  After  37 
years  as  a  Federal  judge,  at  the  age  of  76,  he 
has  the  longest  service  of  any  Federal  judge. 

Judge  Kaufman  has  had  a  long  and  distin- 
guished career.  He  was  a  special  assistant  to 
the  U.S.  Attorney  General  in  charge  of  investi- 
gating lobbying,  and  as  a  result  of  his  efforts, 
there  was  established  a  permanent  unit  on 
lobbying  for  the  Department  of  Justice. 

Judge  Kaufman  has  participated  in  and 
chaired  numerous  commissions  and  commit- 
tees. He  was  a  U.S.  delegate  to  the  second 
U.N.  Congress  on  Prevention  of  Crime  and 
Treatment  of  Offenders  and  a  member  of  the 
Conference  on  Anglo-American  Legal  Ex- 
changes. He  was  a  member  of  the  Executive 
Committee  of  the  U.S.  Judicial  Conference 
from  1975-80,  and  most  recently,  in  1983  was 
appointed  Chairman  of  the  President's  Com- 
mission on  Organized  Crime. 

Fortunately.  Judge  Kaufman  has  no  desire 
to  retire  and  we  can  look  forward  to  many 
more  years  of  his  dedicated  public  service. 
Please  join  me  in  honoring  Judge  Kaufman. 


GRAMM-RUDMAN-PAPANDREOU 


e  for  under- 
'ith  steel  ex- 


HON.  CHARLES  WILSON 

OF  TEXAS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 
Mr.  WILSON.  Mr.  Speaker,  I  would  like  my 
colleagues  to  be  aware  of  an  article  that  ap- 
peared in  the  Wall  Street  Journal,  September 
10,  1986. 

Gramm-Rudman-Papandreou 
As    we    warned.    Congress    came    back. 
Within  a  month  before  it  recesses  again  to 
get  on  with  reelection  campaigning,  some 
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minor  matters  remain.  There's  tax  reform. 
Supreme  Court  nominees  and,  in  theory, 
the  budget. 

Theory  only,  because  Congress  has  trans- 
formed the  budget  into  a  permanent  con- 
tinuing resolution— continuing  irresolution 
is  more  like  it.  Those  busy  congressmen 
haven't  got  around  to  passing  any  of  the  13 
annual  appropriations  that  make  up  the 
budget.  They  won't  either  before  the  recess. 
They  will  pass  another  omnibus  resolution. 

Congress  pretended  to  solve  all  of  this 
with  Gramm-Rudman.  trying  to  threaten 
itself  into  responsibility  with  'across-the- 
board"  budget  cuts  unless  its  spending  met 
certain  guidelines.  Naturally,  it  then  pro- 
ceeded to  protect  all  its  own  excesses. 
Across-the-board  budget  cuts  in  the  bloated 
Pentagon,  for  example,  should  not  involve 
closing  any  bloated  bases  in  bloated  congres- 
sional districts.  In  other  words.  Congress  set 
about  using  Gramm-Rudman  to  further 
erode  the  remnants  of  discipline  and  coher- 
ence in  the  budget  process. 

As  an  example  of  how  the  process  works, 
take  foreign  aid.  President  Reagan  proposed 
$15  billion  for  foreign  aid,  but  the  House 
Appropriations  Committee  approved  $13  bil- 
lion. 10%  below  last  year's  amount,  in  order 
to  meet  its  Gramm-Rudman  goals.  Then  the 
committee  'earmarked"  certain  countries 
for  big  increases,  using  up  about  $6  billion. 
The  lucky  winners  are  Israel.  Egypt.  Paki- 
stan and  Northern  Ireland. 

The  other  allies  expect  to  have  their  aid 
cut  by  around  half.  Under  this  plan.  El  Sal- 
vador will  lose  $76  million.  Costa  Rica  $44 
million.  Honduras  $28  million  and  the  Phil- 
ippines $54  million.  But  the  chief  victim  will 
be  Turkey,  which  had  been  the  third  largest 
recipient  after  Israel  and  Egypt.  Turkey  got 
$735  million  for  1986  (almost  all  military 
aid).  Under  the  Appropriations  Committee 
plan  it  will  be  lucky  to  get  $400  million— less 
than  half  what  President  Reagan  propo.scd. 

Turkey  is  a  big  aid  recipient  because  it  has 
NATO's  second-biggest  military  force.  No 
one  doubts  that  Turkey  pulls  its  defense 
weight.  It  borders  five  big  troublemakers: 
the  Soviet  Uiiion.  Iran.  Iraq.  Syria  and  Bul- 
garia. The  Soviet  Union  coverts  the  warm- 
water  route  out  of  the  Black  Sea  through 
the  Bosporus  and  Dardanelles,  a  channel 
Turkey  controls.  The  raid  on  the  Istanbul 
synagogue  is  a  reminder  that  there  are 
forces  that  resent  Turkey's  strong  commit- 
ment to  the  West.  In  strictly  military  terms, 
aid  to  Turkey  is  among  the  most  cost-effec- 
tive spending  in  the  Western  defense  effort. 

In  Congress,  though,  spending  $10  in  aid 
to  Turkey  costs  another  $7  in  aid  to  Greece. 
This  7:10  formula,  adopted  after  the  war 
over  Cyprus,  is  bizarre  considering  the  Bal- 
kanization of  Greece  under  socialist  An- 
dreas Papandreou.  The  former  Berkeley 
professor  refuses  to"*  hold  military  exercises 
with  Turkey  or  upgrade  nuclear  weapons 
for  NATO  forces  in  Greece.  This  ratio  and 
Mr.  Papandreou's  pacifism  have  helped 
Greece  amass  $1  billion  in  unspent  U.S. 
military  credits.  Efforts  to  maintain  the  7:10 
ratio  don't  help  Greece;  they  only  hurt 
Turkey. 

In  short,  the  House  has  used  the  threat  of 
Gramm-Rudman  to  strip  out  the  parts  of 
the  foreign-aid  bill  that  will  do  the  most  to 
advance  American  security  interests,  such  as 
aid  to  Turkey.  El  Salvador  or  the  Philip- 
pines. But  it  has  protected  the  parts  of  for- 
eign aid  that  purely  advance  domestic 
ethnic  politics,  the  gifts  to  Greece  and 
Northern  Ireland.  The  whole  reason  Con- 
gress can't  write  a  budget  is  that  its  mem- 
bers represent  narrow  and  often  entrenched 
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constituencies,  and  it  has  organized  itself  to 
give  earh  narrow  interest  a  veto.  The  only 
solution  is  to  instill  some  discipline,  and 
only  the  executive  branch  represents  a 
broad  enough  constituency  to  provide  it. 

Faced  with  the  corruption  of  Gramm- 
Rudman  on  the  foreign-aid  issue.  OMB  Di- 
rector Jim  Miller  III  sent  a  nasty  letter  to 
Rep.  David  Ot)ey  (D..  Wis.),  chairman  of  the 
appropriations  subcommittee  on  foreign  op- 
erations. Mr.  Miller  said  that  this  "micro- 
managing  of  outlays  "  was  irresponsible,  and 
threatened  a  veto.  Rep.  Obey  says  he  op- 
posed Gramm-Rudman's  budget  cuts  in  the 
first  place.  The  proposed  foreign-aid  pack- 
age will  come  up  before  the  full  House  in 
the  next  few  weeks,  probably  around  mid- 
night on  a  Friday.  The  Senate  will  pass  its 
foreign-aid  bill  and  the  two  will  be  recon-" 
ciled.  probably  on  the  last  day  of  the  session 
around  3  a.m.  President  Reagan  still  doesn't 
have  the  line-item  veto. 
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HON.  BILL  RICHARDSON 

OF  NEW  MEXICO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  January  25,  1986 

Mr.  RICHARDSON.  Mr.  Speaker,  as  the 
99th  Congress  draws  to  a  close,  we  find  our- 
selves once  again  facing  action  on  a  connpre- 
hensive  immigration  bill.  The  House  may  soon 
be  considenng  legislation  which  will  have  a 
decisive  and  immediate  impact  on  the  domes- 
tic economy  along  the  United  States-Mexican 
border;  in  the  Southwest;  and  in  the  urban 
areas  of  our  country.  This  legislation  will  also 
have  an  impact  on  the  bilateral  relations 
which  the  United  States  has  with  our  most  im- 
portant neighbor,  Mexico. 

Some  of  my  colleagues,  unfamiliar  with  the 
legacy  of  economic  development  patterns  in 
the  American  Southwest,  may  be  voting  on 
the  legislation  with  only  a  passing  knowledge 
of  the  region's  history  and  background.  I 
would  like  to  bnng  to  their  attention  a  publica- 
tion recently  produced  by  the  League  of 
United  Latin  American  Citizens  [LULAC],  one 
of  the  Nation's  most  venerable  Hispanic  mem- 
bership organizations. 

Entitled  "Immigration  To  The  United  States 
From  Latin  America:  Past  and  Present,"  the 
40-page  booklet  traces  the  history  of  immigra- 
tion reform  in  the  United  States  and  analyzes 
its  impact  on  hemisphenc  migration.  I  espe- 
cially recommend  the  booklet's  second  sec- 
tion, "The  Special  Case  of  Mexico,"  which  ex- 
amines the  peculiar  symbiotic  relationship  be- 
tween Mexican  labor  and  American  business 
that  developed  in  the  Southwest  dunng  the 
rule  of  Mexican  President  Porfirio  Diaz  (1876- 
1910). 

This  section  explores  how  the  United 
States'  policy  of  alternately  encouraging  or 
suppressing  the  migratory  flow  in  the  first  four 
decades  of  this  century  reflected  the  push 
and  pull  of  internal  politics.  A  large  portion  of 
this  section  looks  at  the  structure  and  legacy 
of  the  "Bracero  Program,"  an  unprecedented 
bilateral  agreement  first  signed  during  World 
War  II  that  recruited  temporary  migrant  labor- 
ers from  Mexico  to  work  in  United  States  agri- 
culture. 
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"The  Special  Case"  also  examines  the  rea- 
sons why  domestic  political  forces  in  the 
United  States  are  split  on  the  value  of  Mexi- 
can latxjr  in  our  economy  and  why  agreement 
on  how  migration  between  the  United  States 
and  Mexico  should  be  controlled  is  so  difficult. 
I  urge  my  colleagues  to  read  this  paper  as 
they  formulate  their  stand  on  pending  immi- 
gration legislation. 

The  text  of  "The  Special  Case  of  Mexico" 
follows: 

II.  The  Special  Case  of  Mexico 

The  first  people  of  European  ancestry  to 
settle  In  what  is  now  the  Southwest  United 
States  were  from  Spain.  Moving  northward 
from  the  colonial  capital  of  New  Spain  at 
Mexico  City,  the  Spanish  gradually  founded 
a  series  of  isolated,  sparsely-populated  set- 
tlements in  an  immense  territory  stretching 
from  Texas  to  California.  Santa  Pe,  in  cur- 
rent-day New  Mexico,  was  founded  in  1610: 
Albuquerque  in  1706.  The  settlements  in 
Texas  date  from  the  same  period:  El  Paso 
was  founded  in  1659.  San  Antonio  in  1718. 
California  settlements,  enormous  distances 
from  the  capital,  were  founded  last:  Monter- 
rey in  1769  and  Los  Angeles  in  1781.  These 
"mission"  settlements,  with  administrative, 
religious  and  military  functions,  remained 
part  of  the  colonial  Spanish  empire  until 
Mexico's  independence  from  Spain  in  1821. 
Control  of  these  and  many  other  settle- 
ments then  passed  to  the  Mexican  govern- 
ment. 

Tension  between  Mexicans  and  American 
settlers  moving  west  twice  exploded  into 
war  in  Texas  and  in  what  is  now  the  south- 
west United  States.  In  1836,  American  set- 
tlers fought  and  won  independence  for 
Texas.  Texas  became  the  twenty-eighth 
state  of  the  union  in  1845. 

In  1846,  war  broke  out  between  the  United 
States  and  Mexico.  Although  the  initial 
spark  of  the  conflict  was  aggression  alleged 
by  President  James  K.  Polk  to  have  been 
committed  against  American  citizens  by 
Mexican  troops  in  disputed  terrritory  be- 
tween the  Nueces  River  and  the  Rio  Grande 
in  what  is  now  south  Texas,  the  war  gave 
ardent  American  expansionists  the  excuse 
they  were  seeking  to  seize  Mexican  lands 
from  Texas  to  California. 

Racked  by  decades  of  political  factional- 
ism, competing  centers  of  regional  control 
and  civil  war  after  the  collapse  of  Spanish 
authority,  the  disunited  Mexicans  were 
routed  by  well-armed  and  disciplined  Ameri- 
can troops.  In  the  1848  Treaty  of  Guadalupe 
Hidalgo,  the  government  of  Mexico  was 
forced  to  cede  all  or  significant  parts  of  the 
current-day  states  of  California.  Nevada. 
Utah,  Colorado,  Texas,  Arizona  and  New 
Mexico.  Under  terms  of  the  treaty.  Mexican 
citizens  in  the  lands  conquered  by  the 
United  States  l)ecame  American  citizens  if 
they  failed  to  leave  the  territory  within  a 
year.  Only  about  2.000  of  the  77,000  Mexi- 
csins  chose  to  leave. 

In  the  1853  Gadsden  Purchase,  Mexico 
sold  land  that  now  lies  in  southern  New 
Mexico  and  Arizona  to  the  United  States  for 
$10  million.  The  border  of  1853  remains  the 
border  that  divides  the  United  States  and 
Mexico  today. 

As  Americans  in  the  Southwest  increased 
in  population  and  power,  the  new  border 
with  Mexico  came  to  denote  a  limit  on  the 
expansion  of  American  culture.  But  the 
border  could  not  erase  the  historic  ties  be- 
tween the  region  and  Mexico.  For  the  Mexi- 
can citizens  of  the  Southwest  who  passed  to 
reside  in  the  United  States  after  the  events 
of  1836,  1848  and  1853,  for  their  Mexican- 
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American  descendants  and  for  many  other 
residents  of  the  Southwest,  the  border  with 
Mexico  was  and  is,  in  the  words  of  historian 
Theodore  S.  Beardsley.  Jr.,  "a  political  divi- 
sion that  artificially  bisects  a  single  cultural 
unit." 

Migration  from  Mexico  to  the  United 
States  was  little  noticed  in  the  lightly  popu- 
lated Southwest  of  the  late  nineteenth  cen- 
tury. According  to  Manuel  Garcia  y  Griego, 
author  of  "The  Importation  of  Mexican 
Contract  Laborers  to  the  United  States, 
1942-1964:  Antecedents,  Operation,  and 
Legacy,"  the  roots  of  twentieth-century 
Mexican  migration  to  the  United  States 
stem  from  the  thirty-four  year  rule  of  Mexi- 
can President  Porfirio  Diaz  (1876-1910). 
Diaz's  agricultural  policies  favored  large 
landowners  at  the  expense  of  the  Mexican 
peasantry:  many  peasants  lost  their  land 
and  were  forced  to  look  for  work  elsewhere. 
His  industrialization  policies,  linked  to 
American  mining  interests,  ushered  in  an 
expansion  of  railroad  lines  between  the 
United  States  and  Mexico,  facilitating  trans- 
portation between  the  two  countries.  With 
the  growth  of  industry  and  agriculture  in 
the  American  Southwest,  with  Mexican 
labor  readily  available,  and  with  transporta- 
tion links  increasing.  Mexican  workers 
began  to  go  to  the  United  States  to  look  for 
work.  Entering  the  United  States  without 
paying  a  head  tax  imposed  in  1882  was  ille- 
gal, but  the  law  was  not  enforced  along  the 
border. 

The  passage  of  the  literacy  test  for  immi- 
grants in  1917  over  the  veto  of  Woodrow 
Wilson  added  another  restriction  to  block 
the  free  flow  of  laborers  northward  from 
Mexico.  However,  the  literacy  test  restric- 
tions were  almost  immediately  rescinded  for 
Mexicans.  In  1918.  with  the  joint  approval 
of  the  Commissioner  General  of  Immigra- 
tion and  the  Secretary  of  Labor,  Mexican 
workers  were  exempted  from  the  literacy 
test  restrictions,  from  earlier  laws  forbid- 
ding the  admission  of  contract  laborers,  and 
from  paying  the  head  tax.  According  to  Gil- 
berto  Cardenas,  author  of  "United  States 
Immigration  Policy  Toward  Mexico:  An  His- 
torical Perspective,  "  the  1918  decision  repre- 
sented the  "first  successful  attempt  by 
growers  and  other  industrialists,  to  gain 
governmental  approval  permitting  the  im- 
portation of  Mexican  labor." 

The  National  Origins  Law  of  1924  placed 
no  quota  restrictions  on  immigrants  from 
the  Western  Hemisphere.  While  the  State 
Department  feared  that  the  interests  of 
"Pan-Americanism"  would  be  damaged  were 
a  quota  imposed,  agricultural  business  inter- 
ests in  the  Southwest  argued  that  because 
of  Mexico  was  a  source  of  cheap  and  abun- 
dant labor,  the  exemption  of  Mexico  from 
the  quota  restrictions  actually  favored 
America's  economic  development.  The 
power  of  the  agricultural  interests  was  the 
key  to  winning  the  exemption  of  Mexicans 
and  Latin  Americans  from  the  1924  legisla- 
tion. According  to  Thomas  Muller,  author 
of  "The  Fourth  Wave,"  a  study  of  current 
immigration  trends  in  California,  growers 
and  their  Congressional  supporters  had  a 
decisive  influence  on  the  legislation.  Muller 
says  that  "their  political  strength  .  .  .  could 
have  delayed  and  probably  prevented  pas- 
sage of  the  immigration  bills  of  the  1920s 
and  Mexicans  not  tieen  exempted." 

Other  interests,  especially  organized  labor 
and  "nativists"— those  wanting  no  further 
alteration  of  the  ethnic,  religious  and  racial 
stock  of  the  country— were  opposed  to  the 
quota  exemption  for  the  Western  Hemi- 
sphere. This  opposition  did  not  die  with  pas- 
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sage  of  the  1924  legislation.  In  1930,  Con- 
gressman John  C.  Box  introduced  legisla- 
tion to  impose  harsh  immigration  quotas  on 
immigrants  from  the  hemisphere.  The 
House  Committee  on  Immigration  and  Nat- 
uralization's 1930  report  on  the  proposed 
bill  made  no  attempt  to  hide  its  racial  bias 
nor  its  segregationist  presumptions. 

According  to  its  proponents,  most  impor- 
tant consequence  of  the  pending  bill  was 
"the  belief  that  the  white  population  in  the 
great  Southwest  will  not  t)e  under  the  con- 
tinued pressure  to  move  farther  and  farther 
north  into  non-Mexicanized  areas." 

Following  the  War  with  Mexico,  said  the 
report,  there  was  a  migration  of  fine  Ameri- 
can pioneers  (into  the  newly  acquired  terri- 
tory) who  took  possession  of  the  country, 
colonizing  it  and  setting  up  law  and  order. 
During  the  last  ten  years  the  racial  problem 
has  t)ecome  acute  in  the  Southwest.  Here 
there  have  been  established,  as  the  demand 
for  cheap  labor  increased,  a  great  many 
Mexican  immigrants  who  seem  to  be  driving 
out  the  Americans, 

How  will  this  system  ultimately  work  out? 
The  Mexican  peon,  of  course,  as  we  know 
him,  is  of  mixed  racial  descent— principally 
Indian  and  Spanish,  with  occasionally  a 
little  mixture  of  black  blood.  The  Mexican 
comes  in  freely  because  there  is  no  quota 
against  him,  and  during  the  last  few  years 
he  has  come  here  in  such  increasing  num- 
bers as  almost  to  reverse  the  essential  conse- 
quences of  the  Mexican  War.  The  recent 
Mexican  immigrants  are  making  a  recon- 
quest  of  the  Southwest. 

The  bill  never  became  law. 

The  opposition  to  the  quota  exemption 
for  Mexico  and  the  rest  of  the  Western 
Hemisphere  expressed  in  the  1930  Congres- 
sional report  was,  as  indicated  above,  also 
evident  in  1924.  In  return  for  the  hemi- 
spheric exemption  in  the  National  Origins 
Law.  the  Administration  of  Calvin  Coolidge 
pledged  to  enforce  existing  immigration 
laws  more  stringently  along  the  border.  To 
this  end,  the  Border  Patrol  was  created 
later  that  year. 

According  to  Jorge  Bustamante,  a  Mexi- 
can expert  on  border  issues  and  migration, 
the  creation  of  the  Border  Patrol  changed 
the  status  of  the  Mexican  worker  in  the 
United  States  from  a  migrant  worker  basi- 
cally immune  to  deportation  to  that  of  "a 
fugitive  from  the  law  who  had  to  constantly 
hide  in  order  not  to  be  apprehended  and  ex- 
pelled from  the  country."  Prior  to  the  cre- 
ation of  the  Border  Patrol,  says  Busta- 
mante, the  Mexican  worker  in  the  United 
States  needed  only  to  stay  out  of  trouble 
with  the  local  police  "in  order  to  consider 
himself  completely  safe  on  U.S.  roads  and 
fairly  free  to  choose  the  most  convenient 
work.  Only  a  judge  could  decree  his  deporta- 
tion."  The  activities  of  the  Border  Patrol 
tripled  the  number  of  deportation  in  its  first 
five  years:  from  1920-1924,  5,096  Mexicans 
were  deported;  from  1925-1929,  15,434  were 
deported. 

The  onset  of  the  Great  Depression  and 
the  resultant  leap  in  unemployment  after 
1929  increased  the  voices  demanding  the  de- 
portation of  Mexicans.  Legislation  in  1929 
made  illegal  entry  into  the  United  States  a 
felony. 

The  cries  for  action  to  stop  the  migration 
culminated  in  "Operation  Deportation."  Ac- 
cording to  Bustamante,  the  general  proce- 
dure followed  by  the  Border  Patrol  and 
other  enforcement  officials  was  to  require 
all  those  suspected  of  not  being  a  citizen  to 
provide  documentation  of  citizenship. 
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The  people  who  could  not  satisfy  this  re- 
quirement was  expelled  from  the  country 
.  .  .  Many  Mexicans  who  had  in  fact  left 
Mexico  as  immigrants  as  long  as  twenty 
years  before  .  .  .  suddenly  found  them- 
selves expelled  from  the  United  States. 

The  effort  to  repatriate  Mexicans  in  the 
United  States  was  effective:  Garcia  y  Griego 
cites  Mexican  government  statistics  that 
state  that  345,000  Mexicans  left  the  United 
States  and  returned  to  their  homeland  be- 
tween 1929  and  1932.  The  number  of  Mexi- 
cans legally  entering  the  U.S.  during  the 
1930's  dropped  sharply,  and  the  Mexican- 
born  population  in  the  United  States  dimin- 
ished steadily  throughout  the  Depression. 
This  decline  in  both  legal  and  illegal  immi- 
gration of  Mexicans  to  the  United  States  in 
the  1930's  provides  a  sharp  contrast  to  the 
migratory  stimulus  of  the  1942  'Bracero 
Program." 

THE  BRACERO  PERIOD 

On  August  4,  1942,  the  governments  of 
the  United  States  and  Mexico  signed  an  un- 
precedented agreement  to  establish  a  pro- 
gram to  recruit  temporary  migrant  laborers 
from  Mexico  to  work  in  the  U.S.  As  summa- 
rized by  Garcia  y  Griego,  the  agreement 
contained  the  following  points: 

(1)  U.S.  employers  needed  to  supply  writ- 
ten contracts  for  permission  to  recruit  bra- 
ceros. 

(2)  Recruitment  was  based  on  need:  Mexi- 
can workers  were  not  to  displace  domestic 
labor  nor  lower  their  wages: 

(3)  Employers  paid  for  transportation  and 
subsistence  to  and  from  the  recruitment 
center  and  the  work  site; 

<4)  Migrants  were  not  encouraged  to 
remain  permanently:  and 

(5)  Racial  segregation  and  discrimination 
based  on  nationality  was  prohibited. 

The  administration  of  the  program  and 
the  task  of  guaranteeing  compliance  with 
the  agreement  was  the  responsibility  of 
both  governments. 

The  initial  phase  of  the  Bracero  Program 
lasted  throughout  World  War  II.  The  de- 
mands of  sustaining  the  war  effort  caused  a 
tremendous  economic  expansion  in  the 
United  States:  in  this  early  period  of  the 
program,  braceros  were  recruited  for  work 
in  agriculture  and  the  railroads.  In  contrast 
to  the  number  of  braceros  recruited  in  later 
years,  the  number  of  contracted  in  the 
1942-1946  era  was  relatively  small:  Garcia  y 
Griego  cites  a  total  of  330,000.  A  study  done 
in  1980  by  the  Congressional  Research  Serv- 
ice put  the  figure  at  220,000. 

At  the  insistence  of  the  Mexican  govern- 
ment, braceros  were  excluded  from  Texas. 
The  Mexicans  knew  their  countymen  and 
American  citizens  of  Mexican  descent  suf- 
fered grave  discrimination  in  Texas  and  re- 
fused U.S.  requests  to  allow  braceros  to 
work  there.  Throughout  World  War  II, 
then,  Texas  agriculture  relied  on  undocu- 
mented, or  illegal,  labor. 

The  extension  of  the  bilateral  labor  con- 
tract after  the  war  revived  a  program  that 
would  continue  until  1964.  In  contrast  to 
the  wartime  agreement,  the  seventeen-year 
post-war  period  saw  a  vastly  expanded  pro- 
gram: 4.2  million  braceros  were  contracted 
for  labor  in  agriculture  between  1947  and 
1964. 

Mexico  had  three  major  concerns  regard- 
ing the  bracero  agreement:  that  the  bra- 
ceros" human  rights  be  respected  by  the 
American  growers  and  civil  authorities,  that 
they  earn  a  decent  wage,  and  that  the  flow 
of  workers  to  the  United  States  be  regulated 
within  the  terms  of  the  agreement.  This  last 
concern  about  the  traffic  of  undocumented 


EXTENSIONS  OF  REMARKS 

workers  to  the  U.S.  was.  of  course,  of  great 
concern  to  Washington  also. 

Discrimination  against  Mexican  workers 
and  violations  of  the  labor  contracts  by  em- 
ployers were  cited  by  Mexican  officials  as 
their  justification  for  excluding  certain 
areas  in  the  United  States  from  participa- 
tion in  the  bracero  program.  By  the  late 
1940s,  however,  the  United  States  was  argu- 
ing that  determination  of  barred  areas 
should  be  determined  jointly,  not  unilateral- 
ly. Because  the  bracero  agreements  had  to 
be  renewed  periodically,  changes  in  the 
agreement  were  subject  to  continuing  nego- 
tiations. The  unprecedented  super-power 
status  enjoyed  by  the  United  States  after 
World  War  II  considerably  improved  their 
leverage  in  the  post-war  talks.  By  1949 
Mexican  resistance  to  American  pressure 
collapsed:  both  countries  would  determine 
areas  to  be  excluded  from  participation  in 
the  program.  Texas  growers  were  hence- 
forth eligible  to  contract  braceros. 

Also  thwarted  in  the  same  period  was  the 
attempt  by  the  Mexican  government  to  de- 
termine the  wages  paid  to  braceros.  Origi- 
nally, the  Mexicans  contended  that  the 
■prevailing  wage"  to  be  paid  to  the  bracero 
was  an  issue  that  should  be  decided  in  nego- 
tiations between  the  two  governments,  not 
by  individual  employers  in  the  United 
States.  In  1951.  however,  the  Mexican  gov- 
ernment conceded  exclusive  responsibility 
for  the  determination  of  wages  to  the  U.S. 
Secretary  of  Labor. 

The  influx  of  undocumented  (or.  in  the 
bracero  period,  uncontracted)  Mexican 
labor  to  the  United  States  was  a  vexing 
problem  for  both  countries.  In  the  1940s, 
the  Mexican  government  saw  the  illegal  mi- 
gration of  its  workers  as  a  threat  to  the  sta- 
bility of  the  bracero  program  and  worried 
that  Mexican  agriculture  would  suffer  labor 
shortages  as  thousands  of  campesinos 
spurned  domestic  employment  in  agricul- 
ture and  left  on  their  own  for  better  pay  in 
American  fields.  The  government  was  also 
concerned  that  illegal  workers  would  not 
benefit  from  the  legal  protections  written 
into  the  agreement.  As  the  program  contin- 
ued into  the  1950s,  the  Mexicans  realized 
that  not  only  was  illegal  migration  to  the 
United  States  an  unintended  corollary  of 
the  bracero  agreement,  but  that  they  were 
virtually  powerless  to  halt  the  exodus. 

Meanwhile,  in  the  United  States,  illegal 
immigration  from  Mexico  became  an  issue 
of  national  concern  in  the  post-war  years. 
Many  growers  and  their  allies  in  Congress 
were  willing  to  ignore  this  illegal  flow  of 
Mexicans  to  the  U.S.:  hiring  illegals  rather 
than  braceros  saved  growers  the  transporta- 
tion expenses  they  incurred  in  the  program, 
saved  them  money  by  paying  lower  wages  to 
illegals,  and  spared  them  the  time  and  ex- 
pense of  dealing  with  the  programs  bu- 
reaucracy. 

However,  public  pressure,  stimulated  by 
news  of  a  rise  in  INS  apprehensions  at  the 
border  and  by  a  1951  Presidential  Report  on 
Migratory  Labor,  gradually  pushed  the  au- 
thorities to  action.  Such  action  took  two 
forms. 

The  first  strategy  was  that  of  legalizing 
the  undocumented  Mexicans  already  in  the 
United  States.  Beginning  in  1947.  deportable 
Mexicans  were  given  bracero' contracts  in 
the  United  States,  thus  legalizing  their 
status  here.  Formerly.  Mexicans  here  ille- 
gally were  returned  to  Mexico  to  undergo 
that  government's  screening  process  to  de- 
termine an  individual's  eligibility  in  the  pro- 
gram. According  to  Garcia  y  Griego,  during 
fiscal  year  1950  only  19,813  new  braceros 
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were  admitted  from  Mexico  as  contract  la- 
borers, while  96.239  deportable  Mexicans  al- 
ready in  the  United  States  were  legalized 
and  put  under  contract. 

The  second  strategy  was  an  aggressive 
policy  of  deporting  undocumented  Mexican 
workers.  This  policy  reached  iu  zenith  in 
1954  with    Operation  Wetback. " 

Organized  in  the  summer  of  1954  by  Gen- 
eral Joseph  May  Swing,  Commissioner  of 
the  INS.  Operation  Wetback  utilized  civilian 
and  military  authorities  to  apprehend  and 
deport  Mexicans  illegally  in  the  U.S.  Prom 
California  to  Texas,  General  Swing's  forces 
deported  more  than  a  million  people  to 
Mexico.  The  constitutional  righu  of  Mexi- 
can Americans  prohibiting  unreasonable 
search  and  seizure  and  assuring  due  process 
and  equal  protection  of  the  law  were  cruelly 
violated  during  the  operation.  Unable  to 
provide  the  documentation  that  was  de- 
manded by  the  INS.  many  U.S.  citizens  of 
Mexican  descent  were  illegally  included  in 
the  mass  deportation. 

In  its  final  years,  the  bracero  program 
met  strong  opposition  in  the  U.S.  Congress, 
due  to  increased  awareness  that  serious  vio- 
lations of  the  rights  of  the  braceros  were 
widespread,  to  the  ■  growing  realization 
among  lawmakers  that  the  program  was 
stimulating,  not  impeding  illegal  immigra- 
tion, and  to  the  expanding  political  influ- 
ence of  organized  labor,  a  consistent  oppo- 
nent of  the  contract  labor  program.  In  1962 
the  Kennedy  Administration  openly  op- 
posed renewing  the  bilateral  agreement  and 
on  the  last  day  of  1964,  the  bracero  program 
ended. 

With  the  termination  of  the  bracero  pro- 
gram, the  ongoing  migration  of  Mexicans  to 
the  United  States  looking  for  work  once 
again  became  illegal.  Although  the  bracero 
program  differed  from  earlier  and  more 
recent  migration  by  Mexicans  in  the  sense 
that  a  formal  structure  was  created  to  try  to 
control  the  influx,  it  reinforced  the  previous 
tendency  to  concentrate  Mexican  workers  in 
agriculture  and  furnished  a  momentum  to 
the  current  migratory  flow.  In  this  respect, 
says  Garcia  y  Griego,  "the  migration  of  bra- 
ceros constitutes  a  link  which  establishes 
continuity  between  the  first  wave  of  Mexi- 
can migrants  during  the  first  three  decades 
of  this  century  and  the  more  recent  immi- 
gration of  undocumented  persons  during 
the  1960s  and  1970s.  " 

In  recent  years.  Mexican  labor  in  the 
United  States  has  expanded  into  various 
sectors  of  employment.  According  to  Alejan- 
dro Portes  and  Robert  L.  Bach,  authors  of 
Latin  Journey,  both  legal  and  illegal  Mexi- 
can immigration  has  turned  toward  urban 
areas,  especially  in  light  industry  and  serv- 
ice-related jobs  in  restaurants  and  hotels. 
Portes  and  Bach  say  that  legal  immigrants 
and  illegals  with  long-term  experience  in 
the  U.S.  tend  to  move  into  the  more  lucra- 
tive urban  jobs,  while  undocumented  new- 
comers stay  in  agriculture. 

DOMESTIC  POLITICS  AND  IMMIGRATION  FROM 
MEXICO 

In  the  United  States  there  is  now  and  has 
long  been  a  distinct  dichotomy  between 
groups  that  place  a  high  value  on  maintain- 
ing access  to  Mexican  labor  and  other 
groups  that,  for  a  variety  of  reasons,  disdain 
its  value  and  desire  a  restriction  of  the  mi- 
gration. 

The  former  group,  consisting  mainly  of 
growers,  industrialists  and  business  interests 
concentrated  in  the  West  and  Southwest, 
has  been  dominant  at  almost  every  point  in 
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the  legislative  struggle  to  restrict  immigra- 
tion from  Mexico  to  the  United  States. 

In  1918.  the  literacy  test  restriction  for 
immigrants  was  rescinded  for  Mexicans,  one 
year  after  the  restriction  became  law.  In 
1924.  according  to  author  Thomas  MuUer 
(see  p.  9).  the  influence  of  growers  would 
have  been  great  enough  to  cause  Congress 
to  defeat  the  National  Origins  Law.  had 
Mexico  been  included  in  any  quota  restric- 
tions. At  their  behest  in  1942.  a  unique  con- 
tract labor  program  was  instituted  between 
Mexico  and  the  United  States  to  replace 
American  labor  then  involved  in  the  war 
effort.  However,  the  bracero  program  was 
rejuvenated  in  1947.  two  years  after  the  end 
of  World  War  II.  and  lasted  until  1964.  Al- 
though their  influence  appeared  to  falter  in 
1964.  with  the  end  of  the  contract  labor  pro- 
gram, and  again  in  1965.  when  Mexico  and 
the  rest  of  the  Western  Hemisphere  were, 
for  the  first  time,  subject  to  an  overall  ceil- 
ing on  legal  immigration  to  the  United 
States,  these  interests  favoring  access  to 
Mexican  labor  remain  the  dominant  voice  in 
determining  American  policy  on  immigra- 
tion from  Mexico. 

In  opposition   to  the  growers  and  their 
allies  is  a  coalition  consisting  of  labor  orga- 
nizations   that    claim    that    undocumented 
workers   drive   down    wages    for    American 
workers,  law  enforcement  officials  and  the 
Congressional    supporters    who    decry    the 
massive  violation  of  immigration  law  at  the 
border  and  demand  tougher  punitive  meas- 
ures, and  nativits  who  fear  that  a  sudden 
influx  of  foreigners  will  negatively  alter  so- 
ciety and  government.  This  coalition  has  on 
occasion  forced  the  government  to  restrict 
or  even  deport  Mexican  labor  in  the  United 
States,  but  has  never  challenged  the  preemi- 
nence of  the  growers  and  their  allies  in  de- 
termining the  course  of  immigration  reform. 
The  coalition  favoring  restriction  of  Mexi- 
can  labor  gains   influence   when  changing 
economic,  social  and  political  conditions  in 
the  United  States  provoke  a  surge  in  public 
support  for  their  ideas.  During  the  deporta- 
tions of  Mexicans  in  the  1930s,  for  example, 
the  rise  in  domestic  unemployment  result- 
ing from  the  Great  Depression  stimulated 
public  backing  for  measures  to  expel  for- 
eigners competing  with   American  citizens 
for  scarce  jobs.  During  the  period  of  'Oper- 
ation Wetback'  in   1954.  Mexican  workers 
were  often  blamed  in  press  accounts  for  a 
variety  of  crimes  and  social  problems  in  the 
Southwest.  Two   factors  combined  to  give 
public  sanction  to  the  operation.  The  first 
was  the  undercurrent  of  anti-foreign  senti- 
ment whipped  up  by  the  communist  hyste- 
ria of  the  McCarthy  era.  The  second  was 
the  end  of  the  Korean  War  in  1953:  after 
the  war.  American  public  attention  returned 
to  domestic  concerns,  among  them  the  prob- 
lems along  the  border.  Although  a  variety 
of  factors  mentioned  earlier  was  responsible 
for  the  termination  of  the  bracero  program 
in  1964,  it  also  coincided  with  a  rise  in  the 
influence  of  organized  labor  in  national  poli- 
tics. Labor  has  been,  from  its  earliest  days, 
in  favor  of  restrictive  immigration  policies. 

The  illegal  immigration  to  the  United 
States  of  Mexican  workers  is  a  consequence 
of  historical  and  cultural  factors,  of  the 
power  of  economic  interests  in  the  Ameri- 
can Southwest  that  demand  continued 
access  to  cheap  Mexican  labor,  and  of  Con- 
-  gressional  legislation  intended  to  encourage, 
not  curtail,  the  migration  of  Mexican  work- 
ers. The  problem  of  the  'illegal  alien"  in 
the  United  States,  says  Gilberto  Cardenas, 
is  one  whose  seed  has  been  planted  time  and 
again  by  the  United  States  when  it  has  been 
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in  need  of  Mexican  labor.  When  expediency 
better  serves,  however,  immigration  laws 
have  been  administered  and  changed  in  re- 
sponse to  a  problem  perceived  as  having 
been  created  by  illegal  aliens,  when  in  fact 
it  is  largely  of  the  United  States'  own 
making. 


September  25,  1986 

nlal  anniversary  and  wish  the  organization 
continuing  success  during  its  next  100  years. 


SALUTE  TO  EARL  H.  GRAY 


A  TRIBUTE  TO  FRATERNAL 
BENEFIT  SOCIETIES 

HON.  TOBY  ROTH 

OF  WISCONSIN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  ROTH.  Mr.  Speaker,  the  National  Fra- 
ternal Congress  of  America  Is  celebrating  Its 
centennial  this  week  in  Washington  (Sept.  25- 
27),  and  I  believe  that  It  Is  entirely  appropriate 
to  recognize  the  contnbutlons  that  this  Illustri- 
ous organization  has  made  to  our  country. 

The  National  Fraternal  Congress  of  America 
represents  about  100  fraternal  benefit  soci- 
eties in  North  Amenca  that  have  a  combined 
membership  of  10  million  people.  These  not- 
for-profit  fraternals  offer  their  members  Insur- 
ance and  other  financial  services,  and  the  vol- 
unteer opportunities  to  help  others  In  their 
local  communities.  This  pnncipal,  that  each  in- 
dividual has  a  responsibility  for  his  fellow  men 
and  women,  has  been  the  dominant  fraternal 
theme  since  the  system  originated  In  the  19th 
century. 

Many  fraternal  benefit  societies  were  found- 
ed to  help  assimilate  tens  of  thousands  of  Eu- 
ropean immigrants  who  needed  to  learn  job 
skills,  a  new  language  and  an  entirely  new 
way  of  life.  Other  fraternals  were  founded  by 
like-minded  people  who  shared  similar  occu- 
pations or  religions  as  a  way  to  support  mem- 
bers with  common  concerns.  Since  then,  the 
fraternal  system  has  evolved  Into  an  Important 
part  of  the  insurance  industry— representing 
about  3  percent  of  all  ordinary  life  Insurance  In 
force. 

The  fraternal  system  also  has  evolved  Into 
one  of  the  world's  largest  networks  of  volun- 
teers. Last  year,  members  of  fraternals  volun- 
teered more  than  25  million  hours  of  their  time 
through  7  million  projects  to  provide  needed 
help  and  services  to  individuals  and  institu- 
tions. This  volunteensm  helps  to  maintain  and 
support  orphanages,  homes  for  the  aged, 
churches,  and  other  not-for-profit  institutions 
and  agencies;  provides  financial  support  for 
the  indigent,  the  dying,  and  others  needing  a 
helping  hand;  and  gives  volunteer  and  finan- 
cial support  to  the  stricken  and  homeless  who 
are  victims  of  floods,  tornadoes,  fires,  drought, 
and  other  disasters. 

In  addition,  fraternals  maintain  some  of  the 
world's  largest  scholarship  programs  and 
other  systems  for  educational  support,  provid- 
ing more  than  $11  million  last  year  for  stu- 
dents and  the  institutions  they  attend. 

In  total,  the  fraternal  benefit  societies  which 
comprise  the  National  Fraternal  Congress  of 
America  spent  more  than  S242  million  last 
year  on  nonlnsurance,  fraternal  benefits. 

Our  country  is  a  better  place  because  of 
this  volunteensm,  this  compassion,  this  atti- 
tude that  it  is  our  responsibility  to  take  care  of 
one  another.  I  am  proud  to  salute  the  National 
Fraternal  Congress  of  America  on  its  centen- 


HON.  LOUIS  STOKES 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  STOKES.  Mr.  Speaker,  thank  you  for 
providing  me  with  this  opportunity  to  salute 
Earl  H.  Gray  upon  his  election  as  the  imperial 
potentate  of  the  Ancient  Egyptian  Arabic 
Order,  Nobles  of  the  Mystic  Shrine  of  North 
and  South  America,  Inc.,  Prince  Hall  Affiliation. 
For  the  next  2  years,  Eari  Gray  will  provide 
leadership  to  the  over  60,000  members  of  the 
worldwide  fraternal  order. 

Mr.  Speaker,  It  was  my  pleasure  to  partici- 
pate In  the  Installation  services  for  Eari  in 
August  at  the  93d  Annual  Shrine  Convention 
In  Chicago,  IL.  This  was  the  first  public  Instal- 
lation ever  conducted  by  the  Shriners.  I 
cannot  help  but  think  that  this  event  was  the 
first  In  what  promises  to  be  many  historic  ac- 
tions by  the  Shnner's  new  leader. 

At  this  time,  I  ask  my  colleagues  to  join  me 
in  saluting  my  good  friend  on  this  significant 
achievement. 

I  am  submitting  for  the  Record  two  articles 
which  appeared  on  Earl  Gray's  election. 

[Prom  the  Richmond  Afro-American,  Sept. 
6.  1986] 

RiCHMONDER  NEW  SHRINERS'  HEAD 

Earl  H.  Gray  of  Richmond  was  elected 
"Imperial  Potentate  of  the  ancient  Egyptian 
Arabic  Order,  Nobles  of  the  Mystic  Shrine 
of  North  and  South  America,  Inc.,"  Prince 
Hall  Shriners  on  August  21,  1986  at  the  93rd 
Annual  Shrine  Convention  held  August  17- 
22,  in  Chicago,  111.  In  the  top  post  of  this  or- 
ganization, he  will  give  leadership  and  pre- 
side over  approximately  60,000  members  of 
this  worldwide  fraternal  order. 

He  is  a  Past  Potentate  of  Mocha  Temple 
No.  7.  Prince  Hall  Shriners.  in  Richmond. 

Gray  is  the  recipient  of  many  honors  and 
awards  for  outstanding  service  including  the 
Shriners'  top  award,  called  the  "Vanguard 
Trophy"  and  was  recently  honored  by  the 
National  Bar  Association  for  his  outstand- 
ing civic  and  humanitarian  contributions. 

He  is  a  past  master  of  the  Capital  City 
Lodge  107,  Prince  Hall  Affiliate.  Gray  also 
holds  membership  in  all  branches  of  Prince 
Hall  Free  Masonry,  including  the  office  of 
Grand  Inspector  General  of  the  33rd  and 
last  degree.  United  Supreme  Council,  South- 
ern Jurisdiction,  USA,  Prince  Hall  Affiliate. 

He  is  an  elder  and  a  member  of  the  First 
Presbyterian  Church.  U.S.A.  at  3401  North 
Ave. 

An  Armstrong  High  School  graduate. 
Gray  earned  a  bachelors  degree  in  business 
administration  and  a  master"s  degree  in  edu- 
cation administration  and  supervision  from 
Virginia  State  College  (now  Virginia  State 
University).  He  has  done  further  study  at 
the  University  of  Illinois  and  the  University 
of  Wisconsin. 

He  has  held  positions  as  director  of  per- 
sonnel at  Virginia  State  College,  director  of 
the  Richmond  Model  Cities  Job  Develop- 
ment and  Training  Agency  and  Chief  of 
Plans  and  Programs  of  the  Governors  Em- 
ployment Training  Division. 
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Gray  recently  retired  from  the  Virginia 
Employment  Commission  while  serving  as 
labor  market  supervisor.  He  is  married  to 
the  former  Miss  Jane  Porter  Harris  of  Rich- 
mond. They  are  the  parents  of  a  daughter. 
Adrienne  and  the  family  lives  at  2930  Semi- 
nary Ave. 

The  locations  of  the  Imperial  Potentate's 
Office  will  be  in  the  Linden  Towers  Profes- 
sional Building.  Second  and  Franklin 
Streets.  Richmond. 


SAVE  REVENUE  SHARING 


HON.  BOB  McEWEN 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  McEWEN.  Mr.  Speaker,  I  support  gener- 
al revenue  sharing,  and  I  am  very  concerned 
over  the  actions  taken  by  the  House  not  to 
give  the  Members  of  this  body  an  opportunity 
to  vote  on  whether  or  not  to  reauthorize  reve- 
nue sharing. 

Revenue  sharing  program  has  been  the 
bedrock  of  an  historic  effort  to  reform  the 
Federal  system.  As  my  colleagues  know,  reve- 
nue shahng  is  the  only  program  that  goes  to 
practically  every  local  government  in  the 
country,  including  many  of  which  receive  no 
other  form  of  Federal  assistance.  It  was 
based  on  the  sensible  premise;  Washington 
can  raise  revenue  better  and  more  equitably, 
but  governments  closer  to  home  know  better 
how  to  use  it  wisely. 

Mr.  Speaker,  these  moneys  are  often  used 
to  pay  for  unfunded  mandates  imposed  by 
other  Federal  programs.  In  other  words,  the 
Federal  Government  makes  demands  on  our 
cities,  townships,  counties,  and  villages  which 
they  simply  do  not  have  the  capacity  to  fulfill. 
It  is  unfair  for  Washington  to  dictate  stand- 
ards, rules,  requirements,  restrictions,  et 
cetera,  without  providing  the  wherewithal  to 
meet  them.  Revenue  sharing  helps  bridge  that 
gap. 

Mr.  Speaker,  I  have  been  a  long  time  sup- 
porter of  general  revenue  sharing  and  a 
strong  advocate  of  its  confidence  in  local  de- 
cisionmaking approach  to  federalism.  The 
House  of  Representatives  should  have  the 
opportunity  to  express  its  will  on  this  program. 


AGRICULTURAL  QUARANTINE 
ENFORCEMENT  ACT 


HON.  CHARLES  PASHAYAN,  JR. 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  PASHAYAN.  Mr.  Speaker,  today  there 
has  t>een  introduced  legislation  entitled  the 
"Agricultural  Quarantine  Enforcement  Act  of 
1986." 

My  interest  in  introducing  this  legislative 
proposal  at  this  time  is  prompted  in  part  by 
the  remarks  of  Mr.  Clare  Berryhill,  Director, 
California  Department  of  Food  and  Agriculture, 
who,  in  a  letter  to  Secretary  of  Agriculture 
Richard  E.  Lyng.  stated:  "*  *  *  our  problem 
with  first-class  mail  is  rapidly  worsening.  In 
fact,  It  would  be  accurate  to  say  that  first- 
class  mail  has  become  the  most  significant 
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pathway  to  bring  contraband  fruit  and.  there- 
fore, associated  past  problems  into  California 
today.  And  not  only  is  California  affected;  the 
agricultural  economy  of  the  entire  continental 
United  States  is  at  stake." 

This  observation  is  shared  by  the  U.S.  De- 
partment of  Agriculture  and  its  Animal  and 
Plant  Health  Inspection  Service  [APHIS]  which 
reports  that  in  excess  of  $146  million  has 
been  spent  in  the  past  decade  to  eradicate  in- 
troductions of  new  and  serious  pests  and  dis- 
eases. 

For  more  than  a  decade,  APHIS  officials 
have  discussed  with  Postal  Service  represent- 
atives the  growing  introduction  of  animal  and 
plant  pests  in  the  mails.  They  have  not  been 
able  to  reach  an  accord.  Some  of  us  in  Con- 
gress have  called  for  the  talks  to  continue, 
and  have  become  totally  frustrated  at  the  lack 
of  any  progress. 

Because  of  this  lack  of  progress,  I  have 
now  introduced  the  legislation  so  that  the 
issues  might  be  reviewed  by  all  who  would  be 
concerned. 

Eariier  this  week,  I  joined  with  Senators 
Pete  Wilson,  Paula  Hawkins,  and  Lawton 
Chiles  in  submitting  a  letter  to  Attorney  Gen- 
eral Edwin  Meese  asking  for  his  full  coopera- 
tion in  reviewing  a  legislative  concept  devel- 
oped by  the  administration.  We  asked:  "Given 
that  this  proposal  could  help  to  provide  ojr 
Nation's  multibillion-dollar  agricultural  industry 
the  protection  it  needs  from  those  pests  and 
diseases  which  could  destroy  it,  we  would  ap- 
preciate your  assistance  in  ensuring  a  thor- 
ough and  timely  review,  as  well  as  the  coop- 
eration of  the  Department  to  work  with  APHIS 
officials  toward  an  acceptable  and  effective 
solution." 

The  proposal  cited  above  is  the  legislation 
introduced  today.  It  authorizes  the  Secretary 
of  Agriculture  to  inspect  domestic  and  interna- 
tional first-class  and  air  parcels  only  if  he  has 
reasonable  cause  to  suspect  that  they  contain 
plant  and  animal  products  or  related  articles. 
The  goal  we  all  seek  is  to  protect  American 
agriculture  with  the  least  intrusion  on  the  pri- 
vacy of  persons  who  mail  packages  which 
may  be  subject  to  inspection. 

This  is  amplified  by  California  Food  and  Ag- 
riculture Department  Director  Berryhill's  clos- 
ing remarks  to  Secretary  of  Agriculture  Lyng: 

Legislative  relief  is  the  only  way  to  stop 
the  misuse  and  abuse  of  first  class  mail.  A 
legislative  solution  is  fiscally  sound;  it  will 
save  millions  of  tax  dollars  in  the  preven- 
tion of  eradication  projects.  A  legislative  so- 
lution is  environmentally  sound:  the  use  of 
hundreds  of  pounds  of  pesticides  will  be 
avoided  if  these  eradication  efforts  are  un- 
necessary. A  legislative  solution  is  agricul- 
turally sound;  both  growers  and  consumers 
will  tjenefit  from  the  protection  of  our  agri- 
cultural resources. 

It  is  my  hope  that  a  higher  quality  of  dialog 
will  be  attained  by  the  introduction  of  the  "Ag- 
ricultural Quarantine  Enforcement  Act  of 
1986,"  and  that  through  the  legislative  proc- 
ess we  can  address  the  serious  and  real  con- 
cerns of  tx>th  the  postal  users  and  this  Na- 
tion's agricultural  industry. 
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A  TRIBUTE  TO  ARTHUR 
WOODMANSEE 


HON.  JAMES  V.  HANSEN 

OF  UTAH 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  HANSEN.  Mr.  Speaker,  today  I  want  to 
salute  Arthur  Woodmansee,  a  man  dedicated 
to  the  service  of  his  country. 

Arthur  was  recently  honored  at  Tooele  Army 
Depot,  which  is  located  in  my  congressional 
district,  for  his  outstanding  patriotism.  Al- 
though all  of  the  work  force  at  the  depot  are 
highly  skilled  and  dedicated  to  a  strong  na- 
tional defense,  Arthur  is  a  unique  indivklual 
who  combines  a  strong  work  ethic  with  a  gen- 
uine sense  of  patnotism.  He  is  a  man  who 
loves  his  country  and  is  proud  to  let  everyor>e 
know.  As  a  display  of  his  patriotism,  Arthur, 
who  is  a  tractor  operator  at  the  depot,  has 
placed  two  American  flags  on  either  side  of 
the  tractor  he  dnves  as  a  reminder  to  all  of 
the  pnde  he  has  for  his  country. 

Arthur  gives  freely  of  his  time.  He  rarely 
takes  a  day  of  sick  or  annual  leave.  In  fact,  he 
has  1,160  hours  of  sick  leave  saved  and  has 
attempted  on  several  occasions  to  return  his 
annual  leave.  He  arrives  early  to  work;  is  often 
seen  working  straight  through  lunch;  and  is 
often  seen  on  his  tractor  after  hours.  He  truly 
IS  a  generous  and  unselfish  patriot 

Our  country  could  use  more  Arthur  Wood- 
mansees.  We  need  more  people  with  his  sen- 
sitivity and  dedication;  people  who  respond 
with  a  positive  approach  on  life  and  who  go 
the  extra  mile  for  their  country. 

Mr.  Speaker.  I  am  honored  to  be  able  to 
pay  tribute  to  this  fine  American,  and  I  con- 
gratulate him  on  the  recognition  the  depot  re- 
cently paid  to  him  by  presenting  him  with  an 
American  flag  that  was  flown  over  the  U.S. 
Capitol  and  Tooele  Army  Depot.  God  bless 
you  Arthur  Woodmansee. 


A  TRIBUTE  TO  THE  HONORABLE 
ANTONIN  SCALIA 


HON.  JAMES  J.  FLORIO 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Wednesday,  September  24,  1986 

Mr.  FLORIO.  Mr.  Speaker,  I  am  pleased  to 
join  my  colleagues  in  this  special  order  paying 
tribute  to  the  Honorable  Antonin  Scalia,  who 
was  unanimously  confirmed  by  the  other  txxJy 
as  an  Associate  Justice  of  the  U.S.  Supreme 
Court. 

Judge  Scalia's  confirmation  Is  meaningful  to 
me  personally  as  we  share  a  common  back- 
ground. Hailing  from  my  own  State  of  New 
Jersey,  Judge  Scalia  has  the  distinction  of 
t>elng  the  first  American  of  Italian  descent  to 
be  appointed  to  serve  on  the  Supreme  Court, 
our  Nation's  highest  judicial  body.  This  is  a 
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magnificent  symbol  to  Italian-Amencans  that 
they  can  truly  share  in  all  that  this  Nation  has 
to  otter.  As  an  Italian-American,  I  am  proud  to 
pay  tribute  to  Judge  Scalia  and  to  honor  his 
many  achievements. 

In  evidence  of  Judge  Scalia's  qualifications, 
I  would  like  to  stress  that,  after  close  scrutiny, 
the  Senate  approved  his  nomination  without 
dissent.  He  happens  to  be  a  man  of  strong 
leadership  and  achievement  who  has  distin- 
guished himself  in  his  career  as  a  lawyer  and 
as  a  judge.  Having  been  graduated  summa 
cum  laude  from  Georgetown  University  and 
magna  cum  laude  from  Harvard  Law  School, 
Judge  Scalia  has  practiced  and  taught  law 
arKJ  has  served  in  various  capacities  in  our 
Government.  Since  1982,  he  has  exemplified 
outstanding  intellectual  and  analytical  capabili- 
ties as  a  judge  on  the  U.S.  Circuit  Court  of  Ap- 
peals. 

He  will  be  bringing  with  him  a  reputation  as 
one  who  has  striven  for  distinction  and  has 
demonstrated  personal  integrity  and  an  under- 
standing of  our  judicial  system. 

This  Friday,  in  New  Jersey,  a  group  of 
prominent  Italian-Americans,  including  Jos.  Di 
Pasquale,  Frank  J.  Vecchione,  Andrew  Zaz- 
zali,  Santo  Lalomia,  and  P  Gerard  Megaro, 
will  be  hosting  a  testimonial  dinner  in  honor  of 
Judge  Scalia.  I  wanted  to  direct  the  attention 
of  my  colleagues  to  the  respect  and  admira- 
tion with  which  Judge  Scalia  Is  held  in  the  Ital- 
ian-American community  in  my  district.  Al- 
though differences  often  remain  with  the  phi- 
losophy of  individual  members  of  the  Supreme 
Court,  I  am  convinced  that  Judge  Scalia  will 
address  the  cases  he  considers  with  impartial- 
ity and  that  his  intellectual  ability  and  integnty 
will  serve  him  well  as  we  entrust  him  with  in- 
terpreting the  laws  that  govern  our  Nation. 
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CONFERENCE  REPORT  ON  H.R. 
3838,  TAX  REFORM  ACT  OF  1986 


September  25,  1986 


HON.  HOWARD  WOLPE 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday.  September  25.  1986 

Mr.  WOLPE.  Madam  Speaker,  I  rise  in  sup- 
port of  the  tax  reform  bill. 

Madam  Speaker,  today  the  House  will  con- 
sider the  most  comprehensive  overhaul  of  the 
Tax  Code  in  40  years.  While  I  view  the  final 
product  a  great  achievement  and  will  support 
it  on  final  passage,  I,  like  many  of  my  col- 
leagues, have  some  reservations  about  this 
bill.  In  particular,  with  respect  to  real  estate  in- 
vestments, I  frankly  feel  that  the  pendulum 
has  swung  too  far.  And  145  other  Members  of 
this  body  agreed  with  me  in  that  regard.  In  a 
letter  to  the  conferees,  we  expressed  our  con- 
cern that  the  Senate  bill  retroactively  and  un- 
fairly penalized  many  non-tax-motivated  real 
estate  investments. 

Madam  Speaker,  the  text  of  that  letter  is  as 
follows: 

Hon.  Dan  Rostenkowski. 
Chairman.    Ways    and    Means    Committee. 
Longworth      House      Office     Building, 
Washington.  DC. 

Dear  Chairman  Rostenkowski:  One  of 
the  many  major  issues  that  the  House/ 
Senate  conference  committee  will  be  ad- 
dressing Is  the  ability  of  taxpayers  to  deduct 
losses  from  investments  against  ■earned" 
income,  particularly  in  the  area  of  real 
estate.  Both  the  House  and  Senate  bills  con- 
tain provisions  that  limit  the  deductibility 
of  losses  in  an  effort  to  eliminate  "tax  shel- 
tering." While  we  consider  it  important  that 
abusive  tax  sheltering  be  eliminated,  we  also 
l)elieve  that  such  a  goal  should  not  be 
achieved  at  the  expense  of  legitimate  eco- 
nomic real  estate  investments.  The  House 
bill  avoids  the  inequity  in  its  treatment  of 


loss  deductibility,  while  the  Senate  bill's 
"loss  limitation  rule"  penalizes  many  non- 
tax motivated  investments. 

We  ask  that  the  House/Senate  conference 
committee  recognize  this  difference  in 
making  its  final  determination  regarding 
tax  shelters.  Specifically,  should  the  com- 
mittee determine  that  a  provision  similar  to 
the  Senates  loss  limitation  rule  be  adopted, 
we  believe  that  some  improvements  to  the 
rule  are  necessary.  Unless  improvements  are 
made,  investors  in  many  productive  and  eco- 
nomically sound  real  estate  investments  will 
be  unfairly  penalized  for  the  abusive  con- 
duct of  a  minority  of  real  estate  investors- 
resulting  in  serious,  unnecessary  and  unwar- 
ranted disruption  for  the  real  estate  indus- 
try and,  from  the  standpoint  of  the  general 
public,  a  likely  unintended  increase  in 
rental  housing  costs. 

We  believe  that  the  conference  committee 
should  adopt  the  following  guidelines  in  its 
determination  of  what  the  appropriate  loss 
limitation  rule  should  be: 

Real  estate  owners  and  investors  who  ma- 
terially participate  in  the  management  or 
operation  of  their  real  estate  investment 
should  be  treated  the  same  as  material  par- 
ticipants in  other  businesses. 

Losses  that  result  from  actual  cash  ex- 
penses, such  as  repairs,  taxes,  utilities,  or  in- 
terest should  be  deductible  without  limit. 
No  tax  sheltering  results  when  a  dollar's 
worth  of  deduction  is  taken  for  a  dollar's 
worth  of  cash  expended. 

The  loss  limitation  rule  should  not  aply  to 
existing  investments.  Such  an  application 
retroactively  affects  the  expected  return  of 
the  investments.  It  is  unfair  to  change  the 
rules  on  investors  in  the  middle  of  the  game. 
We  hope  that  you  will  seriously  consider 
the  above  recommendations.  Even  with 
these  modest  changes,  real  estate  will 
absorb  as  much  as  a  $60  billion  tax  increase 
in  the  final  tax  reform  legislation.  While 
limiting  tax  abuse  and  building  overproduc- 
tion are  worthwhile  goals,  so  are  fairness 
and  evenhandedness. 
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The  House  met  at  10  a.m.  and  was 
called  to  order  by  the  Speaker  pro 
tempore  [Mr.  Wright]. 


DESIGNATION  OF  SPEAKER  PRO 
TEMPORE 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  com- 
munication from  the  Speaker: 

Washington.  DC, 
September  25.  1986. 
I    hereby   designate   the   Honorable   Jim 
Wright  to  act  as  Speaker  pro  tempore  on 
Friday.  September  26.  1986. 

Thomas  P.  O'Neill,  Jr., 
Speaker  of  the  House  of  Representatives. 


PRAYER 


The  Chaplain,  Rev.  James  David 
Ford.  D.D.,  offered  the  following 
prayer: 

We  recognize  the  difficulty,  O  God, 
of  seeing  clearly  what  we  ought  to  do 
and  where  we  want  to  go,  and  yet  we 
recognize  too  that  others  disagree 
with  us.  We  pray  for  the  gift  of  pa- 
tience and  the  gift  of  understanding. 
May  we  not  lose  that  which  we  truly 
believe  or  the  essentials  of  our  faith, 
but  always  help  us  to  see  others  with 
respect.  Remind  us  each  day,  O  loving 
God,  of  the  dignity  You  have  given  to 
each  person  and  the  gracious  blessings 
available  to  us  all.  In  Your  name,  we 
pray.  Amen. 


THE  JOURNAL 

The  SPEAKER  pro  tempore.  The 
Chair  has  examined  the  Journal  of 
the  last  day's  proceedings  and  an- 
nounces to  the  House  his  approval 
thereof. 

Pursuant  to  clause  1,  rule  I,  the 
Journal  stands  approved. 


MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate  by  Mr. 
Hallen,  one  of  its  clerks,  announced 
that  the  Senate  had  passed  without 
amendment  a  concurrent  resolution  of 
the  House  of  the  following  title: 

H.  Con.  Res.  394.  Concurrent  resolution  to 
correct  technical  errors  in  the  enrollment  of 
the  bill  S.  1965. 

The  message  also  armounced  that 
the  Senate  had  passed  with  amend- 
ments in  which  the  concurrence  of  the 
House  is  requested,  bills  of  the  House 
of  the  following  titles: 

H.R.  3129.  An  act  to  authorize  funds  for 
construction  of  highways,  for  highway 
safety  programs,  and  for  mass  transporta- 
tion programs,  to  expand  and  improve  the 


relocation  assistance  program,  and  for  other 
purposes;  and 

H.R.  5480.  An  act  to  extend  the  expiration 
date  of  the  Defense  Production  Act  of  1950 
and  to  authorize  appropriations  for  pur- 
poses of  such  Act. 

The  message  also  announced  t^hat 
the  Senate  insists  upon  its  amendment 
to  the  bill  (H.R.  3129)  "An  act  to  au- 
thorize funds  for  construction  of  high- 
ways, for  highway  safety  programs, 
and  for  mass  transportation  programs, 
to  expand  and  improve  the  relocation 
assistance  program,  and  for  other  pur- 
poses," requests  a  conference  with  the 
House  on  the  disagreeing  votes  of  the 
two  Houses  thereon,  and  appoints  Mr. 
Stafford,  Mr.  Symms,  Mr.  Chafee,  Mr. 
Abdnor,  Mr.  Bentsen,  Mr.  Burdick, 
and  Mr.  Mitchell,  for  title  I  of  S.  2405 
and  title  I  of  H.R.  3129,  and  for  sec- 
tion 204,  55-mile-per-hour  speed  limit; 
section  202(a)(1)  bridge  replacement 
and  rehabilitation  program  authoriza- 
tions, (a)(2)  elimination  of  hazards  au- 
thorization, (a)(5)  PHWA  highway 
safety  construction  authorization, 
(a)(6)  FHWA  highway  safety  research 
and  development  authorization;  sec- 
tion 209  use  of  certain  reports  as  evi- 
dence; section  210  emergency  call 
boxes;  section  211  railroad-highway 
crossings  authorization;  section  215 
railroad-highway  crossing  needs,  from 
the  Committee  on  Environment  and 
Public  Works. 

Mr.  Packwood,  Mr.  Dole,  Mr.  Roth, 
Mr.  Long,  and  Mr.  Bentsen,  for  title 
III  of  S.  2405  and  title  V  of  H.R.  3129, 
extending  the  Highway  Trust  Fund, 
from  the  Committee  on  Finance, 

Mr.  Garn,  Mr.  Heinz,  Mr.  Hecht, 
Mr.  Proxmire,  and  Mr.  Dixon,  for 
provisions  dealing  with  urban  mass 
transportation  (including  title  II  of  S. 
2405  and  title  III  of  H.R.  3129),  from 
the  Committee  on  Banking,  Housing, 
and  Urban  Affairs, 

Mr.  Danforth,  Mr.  Packwood,  and 
Mr.  HoLLiNGs,  for  provisions  dealing 
with  highway  safety  (including  title  II 
of  H.R.  3129  except  for  section 
202(a)(1)  bridge  replacement  and  reha- 
bilitation program  authorizations, 
(a)(2)  elimination  of  hazards  authori- 
zation, (a)(5)  FHWA  highway  safety 
construction  authorization,  (a)(6) 
FHWA  highway  safety  research  and 
development  authorization;  section 
209  use  of  certain  reports  as  evidence: 
section  210  emergency  call  boxes;  sec- 
tion 211  railroad-highway  crossings 
authorization;  section  215  railroad- 
highway  crossing  needs),  from  the 
Committee  on  Commerce,  Science,  and 
Transportation, 

Mr.  DuRENBERGER,  Mr.  Roth,  and 
Mr.  Chiles,  for  provisions  dealing  with 


the  Uniform  Relocation  Act,  from  the 
Committee  on  Governmental  Affairs, 
to  be  the  conferees  on  the  part  of  the 
Senate. 

The  message  also  announced  that 
the  Senate  agrees  to  the  report  of  the 
committee  of  conference  on  the  dis- 
agreeing votes  of  the  two  Houses  on 
the  amendment  of  the  House  to  the 
bill  (S.  1965)  entitled  "An  act  to  reau- 
thorize and  revise  the  Higher  Educa- 
tion Act  of  1965,  and  for  other  pur- 
poses." 

The  message  also  announced  that 
the  Senate  had  passed  bills  and  joint 
resolutions  of  the  following  titles,  in 
which  the  concurrence  of  the  House  is 
requested: 

S.  1935.  An  act  to  authorize  the  coastwise 
operation  of  certain  passenger  vessels; 

S.  2062.  An  act  to  designate  the  Federal 
Building  and  United  States  Courthouse  to 
be  constructed  and  located  in  Newark.  NJ. 
as  the  "Martin  Luther  King.  Jr.  Federal 
Building  and  United  States  Courthouse  ": 

S.  2750.  An  act  to  establish  a  property  tax 
fund  for  the  Houlton  Band  of  Maliseet  Indi- 
ans in  furtherance  of  the  Maine  Indian 
Claims  Settlement  Act  of  1980,  and  for 
other  purposes: 

S.  2788.  An  act  to  designate  the  Federal 
building  located  in  San  Diego.  CA.  as  the 
■•Jacob  Weinberger  Federal  Building": 

S.J.  Res.  396.  Joint  resolution  to  designate 
the  week  of  October  26,  1986.  through  No- 
vember 1.  1986.  as  "National  Adult  Immuni- 
zation Awareness  Week";  and 

S.J.  Res.  413.  Joint  resolution  to  designate 
the  month  of  October  1986  as  "Learning 
Disabilities  Awareness  Month." 


DESIGNATION  OF  HON.  JIM 
WRIGHT  TO  ACT  AS  SPEAKER 
PRO  TEMPORE  TO  SIGN  EN- 
ROLLED BILLS  AND  JOINT  RES- 
OLUTIONS UNTIL  SEPTEMBER 
30.  1986 

The  SPEAKER  pro  tempore  laid 
before  the  House  the  following  com- 
munication from  the  Speaker: 

Washington,  DC, 
September  25,  1986. 
I    hereby   designate   the   Honorable   Jim 
Wright  to  act  as  Speaker  pro  tempore  to 
sign  enrolled  bills  and  joint  resolutions  until 
Tuesday.  September  30.  1986. 

Thomas  P.  O'Neill.  Jr., 
Speaker  of  the  Hoiise  of  Representatives. 

The  SPEAKER  pro  tempore.  With- 
out objection,  the  designation  is 
agreed  to. 

There  was  no  objection. 


D  This  symbol  represents  the  time  of  day  during  the  House  proceedings,  e.g.,  D  1407  is  2:07  p.m. 
Matter  set  in  this  typeface  indicates  words  inserted  or  appended,  rather  than  spoken,  by  a  Member  of  the  House  on  the  floor. 
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September  26,  1986 


ANNOUNCEMENT  BY  THE 
SPEAKER  PRO  TEMPORE 


The  SPEAKER  pro  tempore.  The 
Chair  wishes  to  announce  that  we  will 
take  1  minute  speeches  following  con- 
sideration of  the  rule  on  the  immigra- 
tion bill. 


PROVIDING  FOR  CONSIDER- 
ATION OF  H.R.  3810.  IMMIGRA- 
TION CONTROL  AND  LEGAL- 
IZATION AMENDMENTS  ACT  OF 
1985 

Mr.  BEILENSON.  Mr.  Speaker,  by 
direction  of  the  Committee  on  Rules,  I 
call  up  House  Resolution  559  and  ask 
for  its  immediate  consideration. 

The  Clerk  read  the  resolution,  as  fol- 
lows: 

H.  Res.  559      - 
Resolved,  That  at  any  time  after  the  adop- 
tion of  this  resolution  the  Speaker  may. 
pursuant  to  clause  Kb)  of  rule  XXIII,  de- 
clare the  House  resolved  into  the  Commit- 
tee of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (H.R. 
3810)  to  amend  the  Immigration  and  Na- 
tionality Act  to  revise  and  reform  the  immi- 
gration laws,  and  for  other  purposes,  and 
the  first  reading  of  the  bill  shall  be  dis- 
pensed with.  All  points  of  order  against  the 
consideration    of    the    bill    for    failure    to 
comply    with    the    provisions    of    sections 
302(f)    smd    303(a)    of    the    Congressional 
Budget  Act  of  1974,  as  amended,  are  hereby 
waived.  After  general  debate,  which  shall 
continue  not  to  exceed  three  hours,  with 
one  hour  to  be  equally  divided  and  con- 
trolled by  the  chairman  and  ranl(ing  minori- 
ty member  of  the  Committee  on  the  Judici- 
ary, and  with  thirty  minutes  to  be  equally 
divided  and  controlled  by  the  chairman  and 
ranking  minority  member  of  each  of  the 
Committees  on  Agriculture,  Education  and 
Labor,  Energy  and  Commerce,  and  Ways 
and  Means,  the  bill  shall  be  considered  for 
amendment  under  tSje  five-minute  rule.  In 
lieu  of  th?  amendments  recommended  by 
said  committees  now  printed  in  the  bill,  it 
shall  be  in  order  to  consider  the  amendment 
in  the  nature  of  a  substitute  printed  in  the 
committee  print.  Committee  on  Rules,  Sep- 
tember 24,  1986,  entitled  "Amendments  to 
H.R.  3810,  the  Immigration  Control  and  Le- 
galization Amendments  Act  of  1985".  as  an 
original  bill  for  the  purpose  of  amendment. 
The  substitute  shall  be  considered  as  having 
been  read,  and  all  points  of  order  against 
the  substitute  for  failure  to  comply  with  the 
provisions  of  clause  5(a)  of  rule  XXI.  and 
with  the  provisions  of  sections  302(f)  and 
303(a)  of  the  Congressional  Budget  Act  of 
1974,   as  amended  are   hereby   waived.   No 
amendment  to  the  bill  or  to  said  substitute 
shall  be  in  order  except  the  amendments 
contained  in  the  committee  print.  Commit- 
tee on  Rules,  drafted  to  the  page  and  line 
numbers  of  the  substitute  as  contained  in 
the    committee    print.    Such    amendments 
shall  be  considered  only  in  the  order  in 
which  they  appear  in  the  committee  print 
and  may  only  be  offered  by  the  sponsor  des- 
ignated in  the  committee  print,  or  by  the 
chairman  of  the  appropriate  committee,  or 
his  designee,  where  a  committee  is  designat- 
ed. Said  amendments  shall  be  considered  as 
having  been  read  and  shall  not  be  subject  to 
amendment  or  to  a  demand  for  a  division  of 
the  question  in  the  House  or  in  the  Commit- 
tee of  the  Whole,  but  shall  each  be  debaU- 


ble  for  the  time  specified  in  the  committee 
print.  Committee  on  Rules,  to  be  equally  di- 
vided and  controlled  by  the  proponent  of 
the   amendment   and   a   Member   opposed 
thereto,  and  all  points  of  order  against  said 
amendments  are  hereby  waived.  If  amend- 
ments numbered  5  and  6  are  both  adopted, 
only  the  latter  shall  be  considered  as  having 
been  finally  adopted  and  reported  back  to 
the  House.  At  the  conclusion  of  the  consid- 
eration of  the  bill  for  amendment,  the  Com- 
mittee shall  rise  and  report  the  bill  to  the 
House  with  such  amendments  as  may  have 
been    adopted,    and    any    Members    may 
demand  a  separate  vote  in  the  House  on  any 
amendment  adopted  in  the  Committee  of 
the  Whole  to  the  bill  or  to  the  amendment 
in  the  nature  of  a  substitute  made  in  order 
as  original  text  by  this  resolution,  subject  to 
the  provisions  of  the  preceding  sentence  of 
this  resolution.  The  previous  question  shall 
be  considered  as  ordered  on  the  bill  and 
amendments  thereto  to  final  passage  with- 
out intervening  motion  except  one  motion 
to  recommit,  which  may  not  contain  instruc- 
tions.  After  the  passage  of  H.R.   3810.   it 
shall  be  in  order  to  take  from  the  Speaker's 
table  the  bill  S.  1200  and  to  consider  said 
bill  in  the  House,  and  all  points  of  order 
against  the  consideration  of  said  bill  for  fail- 
ure to  comply  with  the  provisions  of  sec- 
tions 302(f)  and  303(a)  of  the  Congressional 
Budget  Act  of  1974.  as  amended,  are  hereby 
waived.  It  shall  then  be  in  order  in  the 
House  to  move  to  strike  out  all  after  the  en- 
acting clause  of  the  said  Senate  bill  and  to 
insert  in  lieu  thereof  the  provisions  con- 
tained in  H.R.  3810  as  passed  by  the  House, 
and  all  points  of  order  against  said  motion 
for  failure  to  comply  with  the  provisions  of 
sections  302(f)  and  303(a)  of  the  Congres- 
sional Budget  Act  of  1974,  as  amended,  and 
with  the  provisions  of  clause  5(a)  of  rule 
XXI  are  hereby  waived.  It  shall  then  be  in 
order  to  move  that  the  House  insist  on  its 
amendment  to  the  bill  S.  1200  and  request  a 
conference  with  the  Senate  thereon.  It  shall 
then  be  in  order  to  consider  in  the  House, 
any  rule  of  the  House  to  the  contrary  not- 
withstanding,   a    bill    containing    the    text 
specified  in  section  two  of  this  resolution,  if 
offered  by  the  chairman  of  the  Committee 
on  Ways  and  Means  or  his  designee,  debate 
on  said  bill  shall  continue  not  to  exceed  ten 
minutes,    to   be   equally   divided   and   con- 
trolled by  the  chairman  and  ranking  minori- 
ty member  of  the  Committee  on  Ways  and 
Means,  or  their  designees,  and  the  previous 
question  shall  be  considered  as  ordered  on 
said  bill  to  final  passage  without  intervening 
motion    except   one    motion    to    recommit, 
which  may  not  contain  instructions. 

Sec.  2.  The  text  of  the  second  House  bill 
made  in  order  for  consideration  by  this  reso- 
lution is  as  follows: 

"Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled,  section 
3306(c)(1)(B)  of  the  Internal  Revenue  Code 
of  1954  is  amended  by  striking  out  before 
January  1.  1988,'  and  inserting  in  lieu  there- 
of "before  January  1,  1993,".". 

D  1010 

The  SPEAKER  pro  tempore  (Mr. 
MuRTHA).  The  gentleman  from  Cali- 
fornia [Mr.  Beilenson]  is  recognized 
for  1  hour. 

Mr.  BEILENSON.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  the 
customary  30  minutes  to  the  gentle- 
man from  Tennessee  [Mr.  QuillenI. 


pending   which    I    yield   myself   such 
time  as  I  may  consume. 

Mr.  Speaker,  House  Resolution  559 
is  a  modified  open  rule  providing  for 
the  consideration  of  H.R.  3810,  the  Im- 
migration Control  and  Legalization 
Amendments  of  1986. 

The  rule  provides  3  hours  of  general 
debate,  with  1  hour  allocated  to  the 
Committee  on  the  Judiciary  and  30 
minutes  to  each  of  the  Committees  on 
Agriculture,  Education  and  Labor. 
Energy  and  Commerce,  and  Ways  and 
Means.  In  each  case,  the  committee's 
time  will  be  equally  divided  and  con- 
trolled by  the  chairman  and  ranking 
minority  member  of  the  committee. 

Mr.  Speaker,  the  rule  references  a 
September  24.  1986,  committee  print 
of  the  Committee  on  Rules,  which  is 
the  official  document  governing 
debate  of  H.R.  3810.  The  committee 
print  contains  the  text  of  an  amend- 
ment in  the  nature  of  a  substitute 
which  incorporates  many  committee 
and  individual  amendments  that  were 
presented  to  the  Rules  Committee. 
This  substitute  will  be  considered  as 
original  text. 

The  rule  waives  sections  302(b)  and 
303(a)  of  the  Budget  Act  against  con- 
sideration of  the  bill  and  against  the 
substitute.  It  also  waives  clause  5(a)  of 
rule  XXI  against  consideration  of  the 
substitute. 

Rule  5(a)  of  rule  XXI  prohibits  ap- 
propriations in  a  legislative  bill.  This 
bill  provides  for  100  percent  reim- 
bursement to  States  for  costs  associat- 
ed with  the  implementation  of  the 
Systematic  Alien  Verification  for  Enti- 
tlement Program,  so-called  SAVE, 
which  would  become  effective  upon 
enactment.  That  provision  constitutes 
an  appropriation  in  a  legislative  bill. 

Section  302(f)  of  the  Budget  Act  pro- 
hibits consideration  of  legislation 
which  provides  new  discretionary 
budget  authority,  new  entitlement  au- 
thority, or  new  credit  authority  which 
exceeds  the  allocation  of  budget  au- 
thority allocated  to  the  subcommittee 
having  jurisdiction  over  the  legislation 
under  section  302(b)  of  the  Budget 
Act. 

H.R.  3810  includes  a  number  of  pro- 
visions that  make  budget  authority 
available  immediately  upon  enact- 
ment. These  include  compensation  for 
the  appointment  of  a  special  counsel 
to  investigate  immigration-related 
unfair  employment  practices  and  a  re- 
quirement that  the  Federal  Govern- 
ment reimburse  States  and  localities 
for  the  costs  of  incarcerating  illegal 
aliens  and  certain  Cuban  nationals. 

Since  no  allocation  of  new  budget 
authority  was  made  to  the  Judiciary 
Committee  for  fiscal  year  1986,  no 
measure  would  be  in  order  within  the 
jurisdiction  of  the  Immigration  Sub- 
committee which  provides  new  budget 
authority  for  the  current  fiscal  year. 
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Section  303(a)  of  the  Budget  Act 
prohibits  consideration  of  legislation 
which  contains  new  entitlement  au- 
thority for  a  fiscal  year  until  the 
budget  resolution  for  that  year  has 
been  adopted.  One  provision  of  the  bill 
provides  new  entitlement  authority 
for  education  assistance,  for  institu- 
tional reimbursements  which  will  first 
take  effect  in  fiscal  year  1988. 

The  bill  also  provides  that  individ- 
uals who  are  legalized  under  its  provi- 
sions are  to  be  ineligible  to  receive 
most  forms  of  public  assistance  for  the 
5-year  period  starting  from  the  date  of 
legalization.  Entitlement  to  benefits 
for  such  individuals  will  first  occur  in 
fiscal  year  1991. 

Since  both  of  these  provisions  con- 
stitute entitlement  authority  which 
first  becomes  effective  in  a  fiscal  year 
for  which  no  budget  resolution  obvi- 
ously has  been  adopted,  they  violate 
the  provisions  of  section  393(a)  of  the 
Budget  Act;  but  these  provisions  are 
key  elements  of  the  bill,  which  has 
been  carefully  crafted  over  many 
years;  and  it  was  felt  necessary  and 
proper  to  waive  those  particular  provi- 
sions of  the  Budget  Act  in  these  par- 
ticular instances. 

Mr.  Speaker,  the  Rules  Conmiittee 
hesitates  to  grant  waivers  of  the  Con- 
gressional Budget  Act.  In  this  situa- 
tion, however,  the  committee  felt  that 
the  waivers  included  in  the  rule  were 
justified  in  order  to  allow  the  House  to 
work  its  will  on  the  product  of  our 
committees  who  have  found  these  en- 
titlement programs  to  be  necessary 
elements  of  a  complete  and  responsi- 
ble immigration  reform  package. 

The  committee  print  also  contains 
the  text  of  the  amendment  made  in 
order  under  the  rule,  along  with  the 
time  allocated  for  the  debate  of  each 
amendment.  The  amendments  are  not 
amendable  nor  subject  to  a  division  of 
the  question.  Pro  forma  amendments 
are  not  allowed  under  the  rule.  Only 
those  amendments  printed  in  the  com- 
mittee print  may  be  offered.  The 
amendments  must  be  offered  in  the 
order  specified  in  the  print  and  only 
by  the  designated  Member,  or  in  the 
case  of  a  committee  amendment,  by 
the  chairman  or  his  designee.  The  rule 
also  waives  all  points  of  order  against 
the  amendments  made  in  order  under 
the  rule. 

The  rule  provides  that  if  both 
amendments  niunbered  5  and  6  are 
adopted,  only  the  last  amendment 
adopted  is  reported  back  to  the  House. 
The  rule  provides  one  motion  to  re- 
commit which  may  not  contain  in- 
structions. 

Mr.  Speaker,  to  allow  the  House  to 
go  to  conference,  the  rule  makes  it  in 
order  to  take  S.  1200  from  the  Speak- 
er's table  and  to  consider  the  bill  in 
the  House.  The  rule  waives  sections 
302(f)  and  303(a)  of  the  Budget  Act 
against  consideration  of  the  Senate 
bill.  The  rule  makes  in  order  a  motion 


to  strike  out  all  after  the  enacting 
clause  of  the  Senate  bill  and  to  insert 
in  lieu  thereof  the  text  of  H.R.  3810  as 
passed  by  the  House.  Clause  5(a)  of 
rule  XXI  and  sections  302(f)  and 
303(1)  of  the  Budget  Act  are  waived 
against  that  particular  motion. 

The  rule  makes  in  order  a  motion 
that  the  House  insist  upon  its  amend- 
ment to  S.  1200  and  request  a  confer- 
ence. 

Mr.  Speaker,  the  rule  provides  for 
consideration  in  the  House  of  a  House 
bill  consisting  of  the  text  contained  in 
section  2  of  this  resolution.  This  bill 
will  extend  until  January  1,  1993,  the 
exemption  from  the  Federal  unem- 
ployment tax  of  H-2  workers.  All 
points  of  order  are  waived  against  con- 
sideration of  the  bill.  The  bill  will  be 
offered  by  the  chairman  of  the  Com- 
mittee on  Ways  and  Means  or  his  des- 
ignee. Debate  on  the  bill  is  limited  to 
10  minutes,  which  will  be  equally  di- 
vided and  controlled  by  the  chairman 
and  ranking  minority  member  of  the 
Committee  on  Ways  and  Means  or 
their  designee.  Finally,  the  rule  pro- 
vides for  a  motion  to  recommit  which 
may  not  contain  instructions. 

Mr.  Speaker,  Members  and  various 
committees  requested  107  amend- 
ments be  made  in  order  under  this 
rule.  The  rule  provides,  in  fact,  for 
consideration  of  54  of  these  amend- 
ments, or  just  over  half  of  them. 
Twenty-two  of  these  amendments 
would  be  made  in  order  as  original 
text  of  the  substitute  upon  adoption 
of  the  rule.  These  were  mostly  amend- 
ments offered  by  various  committees: 
a  handful  by  individual  Members. 

Thirty-two  of  these  amendments  are 
to  be  offered  individually  as  provided 
for  by  the  rule,  each  with,  as  you  have 
heard,  a  specified  time  limitation. 

Some  of  the  amendments  disallowed, 
among  the  53  disallowed,  were  disal- 
lowed because  of  redundancy  or  non- 
germaneness,  but  some  of  them  for 
neither  of  those  reasons,  and  you  will 
hear  argument  about  that. 

The  Rules  Committee's  actions  were 
in  great  part,  we  believe,  dictated  and 
constrained  by  the  situation  in  which 
we  again  find  ourselves.  Trying  to 
process  several  major  pieces  of  legisla- 
tion in  the  waning  days  of  the  session, 
when  there  simply  is  not  adequate 
time  to  deliberate  as  carefully  and  as 
well  as  in  fact  we  should  be  doing. 

The  rule  affords  complete  and  full 
debate  on  the  two  basic  issues  in  the 
bill;  the  two  basic  ingredients,  as  the 
Hessberg  Commission  back  in  its  1981 
report,  that  has  served  as  a  basis  and 
an  impetus  of '  congressional  efforts  at 
reform,  felt  were  necessary  parts  of 
any  inmiigration  bill. 

That  is,  employer  sanctions  and  le- 
galization of  some  illegals  who  have 
been  here  for  many  years,  have  put 
down  their  roots  and  made  sizable  con- 
tributions to  our  society. 


The  rule  does  seek  to  protect  an 
agreement  reached  by  the  committee 
of  jurisdiction  on  a  third  issue,  which 
is  at  least  as  politically  difficult  and. 
volatile  as  the  first  two— although  it  is 
of  much  less  real  importance  and  sub- 
stance in  the  whole  scheme  of  things 
when  you  look  at  the  broad  problem 
of  illegal  immigration  into  the  United 
States. 

That  is,  of  course,  the  question  of 
how  to  resolve  the  specific  problem  of 
allowing  into  this  country  each  year  a 
limited  number  of  farmworkers  to  har- 
vest the  perishable  crops  that  cannot, 
we  are  told,  be  adequately  handled 
without  some  arrangement  of  this 
sort. 

The  rule  in  effect  says: 

Don't  let  the  farmworker  problem,  which 
has  been  solved  in  this  legislation  in  a 
manner  acceptable  to  the  interests  most  in- 
timately concerned  with  it.  That  is,  the 
growers  and  the  laborers  and  the  farm- 
workers themselves.  Don't  let  this  limited 
issue  destroy  our  chances  of  getting  real  im- 
migration reform. 

Let  us  set  aside  for  the  moment  the 
question  of  what  exactly  to  do  about 
the  200.000  or  250,000  or  perhaps 
300,000  or  350.000  persons  needed  to 
harvest  these  crops  each  year  so  that 
we  may  solve  the  basic  and  much 
larger  problem  of  ensuring  that  the  1 
to  2  million  other  illegals  will  no 
longer  be  able  to  come  over  the  border 
every  year  into  the  United  States. 

The  solution  to  the  farmworkers 
problem— and  there  must  be  some  so- 
lution found— will  never  be  completely 
neat  or  rational  or  acceptable  to  many 
Members  of  Congress  or  to  the  public. 
It  is  by  its  very  nature  a  messy  and  a 
complex  problem  with  no  terribly 
good  solution. 

D  1020 

Amazingly,  however,  after  having 
been  a  stumbling  block  and  an  obsta- 
cle to  getting  the  rest  of  the  bill 
passed  in  earlier  years,  this  year,  as  I 
have  said,  all  of  the  folks  involved, 
those  representing  the  farm  interests, 
those  representing  labor  interests, 
have  negotiated  a  solution  that  they 
at  least  all  agree  to.  We  are  suggesting 
that  we  fence  off  for  the  moment  that 
tricky  and  difficult  area,  protect  their 
agreement,  and  get  on  with  solving  the 
real  immigration  problem.  And  that  is 
what  this  particular  rule  is  designed  to 
do. 

The  SPEAKER  pro  tempore  (Mr. 
MoRTHA).  The  gentleman  from  Cali- 
fornia [Mr.  Beilenson]  has  consumed 
10  minutes. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 

Mr.  Speaker,  the  rule  has  been  ably 
explained  by  the  gentleman  from  Cali- 
fornia, and  I  would  be  redundant  to 
repeat  the  provisions  of  the  rule. 

Let  me  say,  first  of  all,  however,  that 
the  Committee  on  Rules  tried  hard. 
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sincerely,  and  made  -every  effort  to 
work  out  a  workable  rule  so  that  this 
bill  could  pass  the  House. 

I  feel,  however,  that  two  mistakes 
were  made  in  granting  the  rule.  One, 
the  Committee  on  Rules  did  not  allow 
the  Lungren  amendment  to  be  consid- 
ered on  the  floor.  Second,  they  did  not 
allow  a  motion  to  recommit  with  in- 
structions. 

I  am  going  to  ask  a  "no"  vote  on  the 
previous  question  so  these  two  amend- 
ments can  be  added  in  a  subsequent 
rule. 

I  feel  that  the  Lungren  amendment 
should  be  fully  debated  and  a  decision 
made  on  the  floor  of  the  House. 

I  think  it  is  tying  the  minority's 
hands  without  the  motion  to  recommit 
with  instructions. 

This  is  beginning  to  be  a  habit  of  the 
Rules  Committee  to  bypass  the  minor- 
ity and  make  us  feel  like  we  are  not 
really  a  part  of  the  House  proceedings 
although  we  sit  in  on  caucuses  in  the 
Rules  Committee  and  try  to  be  helpful 
in  every  way  that  we  can. 

I  think  that  recognition  is  due  us. 
We  should  have  it.  I  shall  fight  for  it 
and  ask  the  Members  of  this  body  to 
vote  "no"  on  the  previous  question. 

I  remember  in  1984  when  the  immi- 
gration bill  was  before  this  House.  For 
7  long  days  in  June  we  hammered 
away  at  this  important  legislation, 
which  is  important,  we  all  know,  and 
we  desperately  need  a  revision  of  our 
immigration  laws.  It  passed  the  House, 
went  to  conference  and  languished 
there  and  died.  Here  we  are  in  the  eve 
of  adjournment,  and  this  important 
legislation  is  coming  before  us  with  a 
rule  that  is  going  to  be  hotly  debated. 
Already  I  have  more  requests  for  time 
than  I  can  grant.  Then,  should  it  pass 
the  House,  and  I  hope  it  will  if  these 
two  amendments  are  made  in  order, 
then  I  carmot  predict  what  the  out- 
come will  be. 

At  the  most,  we  have  only  2  more 
weeks  before  adjournment,  and  for  the 
life  of  me  I  do  not  see  how  in  the 
world  this  bill  could  make  its  way  to 
final  congressional  approval  and  then 
to  the  President  of  the  United  States. 
So  I  would  urge  the  Members  of  this 
body  to  look  closely  at  the  Lungren 
amendment.  The  argument  is  against 
the  Schumer  amendment.  The  Schu- 
mer  amendment  is  designed  to  help 
the  farmers.  We  all  know  they  need 
help.  There  is  no  question  about  it, 
farm  labor  is  important. 

But  what  it  brings  into  the  picture  is 
that  an  illegal  alien  working  on  a  farm 
for  60  days  is  automatically  granted 
citizenship.  I  know  of  legal  aliens, 
legal  immigrants  from  other  countries 
who  are  here  on  legal  passports  and 
visas  whose  time  is  running  out,  and 
they  have  to  wait  on  a  list  to  become 
American  citizens  or  else  they  are  de- 
ported. And  if  they  cannot  reach  that 
number  on  their  list,  they  we  deport- 
ed. They  have  been  battling  in  the 


United  States  to  find  people,  some  of 
whom  are  members  of  civic  clubs, 
some  of  whom  are  a  part  of  their  com- 
munities, but  they  are  denied  citizen- 
ship because  of  the  rules  and  regula- 
tions that  this  Congress  has  imposed. 
Then  when  we  try,  and  we  try  hard, 
there  is  no  exception  to  the  rule. 

We  do  have  a  sympathetic  Subcom- 
mittee on  Immigration.  I  congratulate 
the  gentleman  from  Kentucky  [Mr. 
Mazzoli]  who  has  an  open  heart  and 
an  open  mind.  I  feel  it  is  most  unfair 
to  grant  an  illegal  alien  who  has 
worked  for  60  days  full  citizenship  and 
deny  others  the  same  right. 

So  that  will  be  fully  debated  on  the 
rule,  I  am  sure. 

I  hope  that  the  bill  can  be  passed  be- 
cause we  have  a  tremendous  problem 
and  we  need  a  helping  hand  to  get  it 
corrected.  These  are  issues  that  can  be 
resolved  on  the  House  floor  and  let 
them  come  as  they  will,  let  the  deci- 
sion be  as  you  would  have  it. 

I  understand,  and  I  am  not  quoting, 
because  I  have  not  heard  the  chair- 
man of  the  Judiciary  Committee  say 
that  the  Schumer  amendment  would 
help  passage  of  this  bill.  I  do  not  think 
there  is  any  question  about  it  because 
in  the  farm  belt  we  need  farm  help. 
But  at  the  same  time,  I  feel  that  the 
rule  is  in  jeopardy  unless  the  Lungren 
amendment  is  made  in  order. 

So  we  are  at  an  impasse.  Let  the 
House  decide  and  work  its  will. 

Mr.  Speaker,  I  have  several  requests 
for  time,  and  I  will  be  glad  to  yield  at 
any  time  that  the  gentleman  from 
California  would  ask  me  to. 

Mr.  Speaker,  I  yield  2  minutes  to  the 
gentleman  from  California  [Mr. 
BadhamI. 

Mr.  BADHAM.  I  thank  the  gentle- 
man for  yielding. 

Mr.  Speaker,  I  would  commend,  of 
course,  the  people  who  have  had  a 
hand  in  trying  to  bring  this  legislation 
to  the  floor  of  the  House  of  Repre- 
sentatives. 

Ladies  and  gentlemen  of  the  House, 
it  is  absolutely  essential,  absolutely  es- 
sential that  we  do  something  in  legis- 
lation to  stem  the  flow  of  illegals  into 
this  country,  not  because  simply  they 
are  illegal  but  we  have  to  have  a  politi- 
cal and  moral  responsibility  to  be  a 
friend,  an  ally,  and  a  good  neighbor 
particularly  to  our  neighbor  to  the 
south,  the  Republic  of  Mexico. 

Some  years  ago  because  of  exploita- 
tion, so-called,  and  so  forth,  we  ended 
a  program  that  legally  allowed  people 
to  come  into  the  United  States  who 
wanted  to  for  good  purposes,  and  so 
forth,  and  now  they  are  doing  the 
same  thing,  only  they  are  illegal,  and 
they  act  as  a  screen,  unfortunately, 
unwillingly  and  unknowingly  in  many 
cases,  to  bring  in  smugglers,  bandits 
all  sorts  of  undesirable  people  who  use 
as  a  screen  the  poor  agricultural 
worker. 


This  bill  or  any  immigration  bill  in 
any  form  will  not  be  the  answer  to  this 
problem.  It  will  require  disincentives, 
it  will  require  legalization,  it  will  re- 
quire amnesty;  in  addition  it  will  re- 
quire investment  and  cooperation  on 
both  sides  of  the  border  area  to  stem 
this  flow  that  is  damaging  our  econo- 
my and  the  Mexican  economy. 

Ladies  and  gentlemen,  we  have  to 
have  something,  we  have  to  have 
something;  it  is  an  urgent  state  of 
emergency  that  we  face  at  our  border. 
We  have  to  have  something.  This  rule 
is  unfortunately  a  particularly  oner- 
ous rule  that  will  really  deny  accurate 
action  being  done,  but  we  have  to  have 
something.  I  will  vote  against  this 
rule,  and  I  hope  we  will  have  a  chance 
to  perfect  this  rule  so  that  we  might 
move  ahead  with  this  absolutely  essen- 
tial legislation  and  not  for  whatever 
reason,  ill-meaning  or  ill-wanted,  put 
this  off. 

Mr.  BEILENSON.  Mr.  Speaker,  for 
purposes  of  debate  only.  I  yield  3  min- 
utes to  the  distinguished  gentleman 
from  Kentucky  [Mr.  Mazzoli]. 

Mr.  MAZZOLI.  I  thank  the  gentle- 
man for  yielding. 

Mr.  Speaker,  let  me  say  if  I  had  had 
a  hand  in  writing  this  rule.  I  would 
have  written  it  differently.  I  would 
have  allowed  certain  amendments 
made  in  order  that  are  not  made  in 
order,  and  I  would  have  excluded  from 
the  text  material  which  is  included  in 
the  text. 

However,  we  are  where  we  are  today 
at  the  nth  hour  of  the  Congress  and 
the  nth  hour  for  this  legislation.  As 
imperfect  and  as  flawed  as  the  rule  is. 
and  as  difficult  as  it  is  for  some  of  our 
colleagues  to  approve,  I  hope  that  we 
pass  it.  I  hope  that  we  do  so  without 
adopting  the  gentleman's  effort  which 
will  be  to  rewrite  the  rule;  I  hope  we 
can  go  to  conference  quickly  and  I 
hope  we  can  receive  a  conference 
report  and  send  something  to  the 
President  for  signature  this  year. 

So  much  talk  has  been  generated 
about  the  so-called  Berman-Panetta- 
Schumer  compromise  that  I  think 
people  and  Members  of  the  Congress 
might  lose  sight  of  the  fact  that  this 
bill  is  far  more  than  an  agricultural 
labor  bill. 

The  bill  contains  many  important 
provisions.  My  friend  from  California. 
Mr.  BEILENSON.  has  outlined  them: 
Employer  sanctions  to  curtail  the  flow 
of  undocumented  aliens  into  the  coun- 
try by  denying  them  the  jobs  they  are 
seeking;  legalization  to  do  justice  to 
some  of  the  people  who  are  here  who 
have  been  here  the  longest  and  have 
the  deepest  roots,  who  have  the  best 
character  but  who  have  entered  ille- 
gally, would  under  our  bill  be  legal- 
ized. Border  enforcement,  antismug- 
gling  efforts  are  enhanced;  there  are 
several  other  miscellaneous  provisions 
in  the  bill,  and  there  is  the  Schumer- 
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Berman-Panetta  compromise  on  agri- 
cultrual  labor  which  is  a  minor  part  of 
the  bill  but  which  has  become  the 
most  vexing  part,  and  let  me  address 
generally  that  issue. 

I  was  about  the  only  Democrat  in 
our  committee  at  the  markup  who  op- 
posed this  compromise.  Everyone  else 
on  my  side  of  the  aisle  went  along 
grudgingly  and  at  times  shame-facedly 
with  this  compromise.  They  did  so  be- 
cause they  were  urged  to  do  so  by  the 
authors  by  saying  that  if  so  much  as  a 
jot  or  a  tittle  of  this  compromise  were 
changed,  the  whole  bill  goes  down  the 
drain.  I  did  not  believe  it.  I  opposed  it. 
However  I  opposed  it  unsuccessfully. 

Once  the  compromise  left  our  com- 
mittee and  was  open  to  the  light  of 
day,  its  multitudinous  and  very  serious 
flaws  were  uncovered  and  were  ad- 
dressed and,  of  course,  to  a  firestorm 
of  criticism. 

I  am  still  very  much  uncomfortable 
with  the  twin  premises  of  this  compro- 
mise. One  is  to  grant  immediate  per- 
manent residency  to  a  great  group  of 
people  who  are  here  but  only  those 
who  work  in  agriculture.  The  second 
premise  is  to  permit  the  growers  to 
have  an  ample  almost  unlimited 
supply  of  nondomestic,  non-U.S.  labor 
to  harvest  their  crops.  However,  the 
Rules  Committee  at  my  request,  and  I 
appreciate  their  help,  has  incorporat- 
ed into  the  text  of  H.R.  3810,  five  sep- 
arate amendments  which  I  have  of- 
fered which  I  think  correct  or  could  be 
further  corrected  in  conference,  five  of 
the  most  egregius  flaws  in  this  particu- 
lar compromise. 

Other  shortcomings  were  identified 
by  other  committees  which  had  se- 
quential referral,  and  they  are  dealt 
with  in  the  course  of  the  rule.  Howev- 
er, I  still  feel  even  if  the  bill  was  ap- 
proved with  my  amendments,  that 
compromise  is  still  not  acceptable,  and 
I  would  urge  a  change  in  the  confer- 
ence. But  all  I  can  ask  of  my  col- 
leagues today  is,  rather  than  defeat 
the  rule,  rather  than  try  to  rewrite  the 
rule,  which  is  a  perilous  exercise,  a 
risky  business,  I  would  ask  my  col- 
leagues to  approve  this  rule,  let  us 
have  our  debate,  let  us  go  to  the  con- 
ference with  the  Senate  and  send  a 
bill  to  the  President  this  year. 

If  I  had  written  the  rule,  I  would  have  written 
differently. 

I  would  not  have  made  the  same  amend- 
ments In  order  which  the  rule  makes  In  order. 
And,  I  would  have  excluded  from  the  text  of 
H.R.  3810  some  of  the  amendments  which 
the  rule  includes. 

However,  we  are  where  we  are.  As  imper- 
fect and  flawed  as  the  rule  Is,  I  hope  it 
passes.  And,  I  hope  we  pass  H.R.  3810  and 
complete  a  conference  and  send  a  final  prod- 
uct to  President  Reagan  for  signature  this 
year. 

So  much  talk  and  so  much  controversy 
have  been  directed  to  the  Schumer-Berman- 
Panetta  agricultural  labor  compromise,  that  we 
couW  lose  sight  of  the  other  provisions  of  the 


bill.  The  bill  is  much  more  than  an  agricultural 
labor  bill  despite  what  you  may  have  heard 
and  t}een  led  to  t>elieve. 

H.R.  3810  contains  these  important  provi- 
sions: 

Employer  Sanctions:  To  curtail  the  illegal 
flow  of  aliens  into  our  Naiton.  H.R.  3810 
makes  it  unlawful  for  employers  to  knowingly 
offer  jobs  to  undocumented  aliens. 

Legalization:  To  do  justice  to  people  and  to 
end  a  shadow  society,  the  status  of  some  of 
the  aliens  who  have  entered  the  United  States 
illegally,  who  have  been  here  the  longest, 
have  deepest  roots  and  who  are  not  excluda- 
ble; that  is  of  good  character  and  habit  is  le- 
gitimized. 

Border  enforcement:  To  strengthen  the  Im- 
migration Service's  border  enforcement  and 
antismuggling  efforts  more  money  and  more 
personnel  are  provided  by  H.R.  3810. 

Miscellaneous:  H.R.  3810  corrects  flaws  in 
and  strengthens  the  Immigraiton  and  National- 
ity Act  in  many  other  ways. 

Agricultural  labor:  Only  lastly  does  H.R. 
3810  treat  agricultural  labor.  As  I  have  said, 
this  is  not  just  an  agricultural  labor  bill,  please 
be  assured  of  that. 

Now,  let  me  address  for  a  moment  the 
Schumer-Berman-Panetta  agricultural  tabor 
compromise. 

I  opposed  the  compromise  at  the  Judiciary 
Committee  markup— the  only  Democrat  to  do 
so  I  am  sorry  to  report.  Everyone  else  on  my 
side  of  the  aisle  went  along  grudgingly,  and  at 
times  shamefacedly  with  the  compromise. 
They  were  told  to  accept  the  compromise,  jot 
and  tittle,  because  to  alter  the  compromise 
was  to  destroy  it  and  the  bill  itself. 

Once,  however,  the  compromise  left  the 
committee  and  was  subjected  to  public  scruti- 
ny and  careful  study,  its  multitudinous  and  se- 
nous  flaws,  which  I  tried  to  point  out  to  the 
committee,  came  to  light  and  produced  a  veri- 
table firestorm  of  opposition  and  concern. 

I  am  still  uncomfortable  with  the  dual  prem- 
ises of  the  compromise:  To  grant  immediate 
permanent  residence  to  agricultural  workers— 
to  benefit  the  workers — and  to  guarantee 
growers  an  ample  supply  of  nondomestic  agri- 
cultural workers— to  benefit  the  growers. 

However,  the  Rules  Committee,  pursuant  to 
my  request,  and  in  response  to  the  firestorm 
of  concern  over  the  agricultural  labor  compro- 
mise, has  folded  into  the  bill,  if  the  rule  is 
adopted,  five  separate  amendments  I  au- 
thored which  cure— or  at  least  open  to  fuller 
cure  in  conference — the  most  egregious  flaws 
in  the  Schumer-Berman-Panetta  compromise. 

Other  shortcomings  in  the  compromise  are 
corrected  or  ameliorated  by  several  amend- 
ments the  rule  makes  in  order  or  which  are  in- 
corporated into  H.R.  3810. 

But,  the  Schumer-Berman-Panetta  language 
still  need  further  modifications  which  I  will 
strive  to  make  in  conference. 

Now,  however,  rather  than  defeating  the 
rule  and  going  back  to  square  1,  or  even 
trying  to  rewrite  the  rule  which  is  risky  busi- 
ness, I  would  ur^e  my  colleagues  to  adopt  this 
rule,  pass  H.R.  "3810  and  move  it  to  confer- 
ence. 

Let's  not  let  our  disagreements  on  one  part 
of  H.R.  3810  keep  us  from  moving  forward  on 
the  far  broader  subject  of  immigration  reform. 


Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
3  minutes  to  the  gentleman  from  Mis- 
sissippi [Mr.  LoTT]. 

Mr.  JEFFORDS.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  LOTT.  I  am  happy  to  yield  to 
the  gentleman  from  Vermont. 

Mr.  JEFFORDS.  Mr.  Speaker,  I  rise 
in  opposition  to  the  rule. 

I  do  not  like  one  bit  the  procedure  under 
which  this  bill  has  been  brought  tjefore  us. 
Sure  minority  rights  should  be  protected,  but 
that  does  not  include  the  right  to  take  to  con- 
ference a  provision  that  is  opposed  by  the 
majority.  I  think  a  majority  of  the  House  op- 
poses the  Schumer  proposal. 

This  perverse  protection  is  what  we  have 
here  today.  I  urge  my  colleagues  to  join  me  in 
politely  but  firmly  telling  the  Rules  Committee 
to  give  us  a  vote  on  the  Schumer  proposal  by 
defeating  the  previous  question. 

The  Schumer  proposal  is  a  deft  piece  of 
politics.  But  it's  a  sweetheart  deal,  pure  and 
simple.  It  does  not  represent  the  public  inter- 
est, and  it  does  not  represent  the  will  of  the 
House.  If  It  did,  we  could  have  voted  on  it. 

Like  Tantalus,  we  can  see  this  deal  and  all 
its  flaws,  but  we  cannot  reach  il.  Members  in 
the  four  committees  that  considered  this  bill 
on  referral  were  told  that  amendments  to  this 
provision  were  not  possible.  We  could  not  at- 
tempt to  amend  it,  because  doing  so  would 
recommit  the  bill  to  the  other  committee  with 
junsdiction,  delaying  and  effectively  killing  the 
bill. 

That  was  in  late  July.  So  much  for  delay. 

Now,  on  the  floor,  when  delay  is  not  the 
issue,  we  are  told  that  amendments  would 
upset  a  delicate  compromise.  A  compromise 
between  whom?  Between  two  interests,  nei- 
ther of  which  represents  the  interests  of  my 
constituents  or  most  Americans. 

So  much  for  compromise. 

Since  the  public  interest  was  not  party  to 
this  compromise,  we  should  not  compromise 
its  interest.  Let's  vote  down  the  previous 
question,  and  vote  for  a  bit  of  democracy. 

Mr.  LOTT.  Mr.  Speaker,  I  would  like 
to  commend  the  committees  that  have 
been  involved  in  the  House  in  moving 
this  legislation  forward,  the  Commit- 
tee on  the  Judiciary  and  the  Conunit- 
tee  on  Rules.  Particularly  I  want  to 
thank  and  commend  the  gentleman 
from  Kentucky,  Mr.  Mazzoli,  for  his 
long  and  diligent  efforts  in  support  of 
this  legislation,  and  the  gentleman 
from  California,  Mr.  Longren,  and  all 
the  others  who  have  worked  to  make 
this  possible.  I  think  they  have  done  a 
very  good  job  with  this  bill,  for  the 
most  part.  It  should  be  moved  forward 
through  the  House,  hopefully  through 
the  conference,  and  we  should  move  it 
on  to  become  law. 

D  1035 

My  major  concern  with  the  commit- 
tees is,  first,  that  the  Judiciary  Com- 
mittee waited  so  long  to  report  it,  be- 
cause it  may  get  trapped  in  the  rush 
now  to  end  this  session;  and,  of  course, 
the  Rules  Committee  came  close  to 
having  a  totally  fair  rule,  but  gets  no 
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cigar,  because  it  missed  it  on  one  very 
vital  point. 

This  is  a  very  politically  difficult  bill 
to  deal  with.  Many  of  us  come  from 
districts  that  are  not  directly  affected, 
immediately  at  least,  and  my  district  is 
one  of  those.  But  it  is  a  crisis.  It  is  a 
timebomb  waiting  to  happen.  We  must 
deal  with  this  issue,  and  I  think  we  all 
know  that  in  our  hearts.  And  if  we  can 
move  this  legislation  forward  in  a  fair 
manner,  I  think  it  will  go  through  the 
House  of  Representatives. 

But  I  urge  my  colleagues  to  defeat 
the  previous  question  so  that  we  can 
offer  a  fair  substitute  rule,  one  that 
would  give  a  chance  to  the  gentleman 
from  California  [Mr.  LungrenI,  and 
one  that  would  also  preserve  the  tradi- 
tional absolute  right  of  the  minority 
to  have  a  motion  to  recommit  with  or 
without  instructions. 

The  substitute  rule  would  allow  a 
substitute  amendment  by  Mr.  Lungren 
for  the  Schumer,  and  in  case  you  are 
not  familiar  with  the  issue,  I  will  be 
just  very  brief  in  describing  it. 

The  Lungren  amendment  is  identical 
to  the  Wilson  amendment  passed  in 
the  other  body  and  comparable  to  the 
so-called  Panetta-Morrison  provisions 
passed  by  the  House  last  year.  Essen- 
tially, it  establishes  a  special  guest- 
worker  program  over  the  next  3  years, 
during  which  up  to  250.000  workers 
can  be  admitted  each  year  for  up  to  9 
months  to  harvest  perishable  crops  if 
sufficient  domestic  workers  are  not 
available. 

The  Schumer  amendment,  on  the 
other  hand,  permits  workers  who  have 
worked  at  least  60  days,  and  not  neces- 
sarily all  of  those  days,  between  May 
of  last  year  and  May  of  this  year  to 
qualify  for  resident  alien  status  and  to 
qualify  for  Federal  benefits.  I  looked 
at  this  provision.  I  tried  to  find  a  way 
to  support  it,  but,  ladies  and  gentle- 
men. I  cannot,  because  I  think  it  will 
exacerbate  the  very  problem  we  are 
trying  to  deal  with  here. 

The  rule  left  out  Lungren  and  the 
motion  to  recommit  with  or  without 
instructions,  but  it  made  in  order  30 
other  amendments.  The  gentleman 
from  California  [Mr.  Lungren]  is  no 
minor  player  in  this  issue.  The  gentle- 
man has  been  very  diligent.  The  gen- 
tleman has  been  highly  involved  and 
respectable  in  the  way  he  has  handled 
himself.  The  gentleman  has  been  a 
major  contributor  to  making  it  possi- 
ble to  move  it  forward.  Yet  the  gentle- 
man is  cut  out.  Why  was  this  1  amend- 
ment not  allowed  while  30  were  al- 
lowed? Very  simply,  I  can  state  it  this 
way.  In  fact,  some  of  my  friends  on 
this  side  of  the  aisle  would  say  to  you 
honestly  it  is  because  if  the  Lungren 
amendment  is  made  in  order,  the  will 
of  this  body  will  be  to  pass  it.  Schumer 
wiU  be  knocked  out  and  Lungren  will 
pass. 

Now  what  have  we  done?  The  Rules 
Committee,  knowing  the  will  of  the 


House  is  to  pass  an  amendment,  says, 
well,  we  are  not  going  to  make  it  in 
order.  What  kind  of  procedure  is  this? 
It  is  not  fair.  It  is  the  only  remaining 
major  issue  that  needs  to  be  ad- 
dressed. I  suspect  that  some  of  those 
who  want  to  see  this  whole  immigra- 
tion reform  issue  die  have  lured  us 
into  this  snare,  trying  to  kill  it;  not  the 
gentleman  from  California  [Mr.  Beil- 
enson]  of  the  Rules  Committee,  who 
has  been  very,  very,  I  think,  sincere  in 
his  efforts  to  craft  a  good  rule  here. 
But  it  is  not  fair.  Defeat  the  previous 
question. 

Mr.  Speaker,  I  first  want  to  commend  the 
various  committees  involved  on  bringing  us  an 
immigration  bill,  and  the  Rules  Committee  on 
clearing  it  for  floor  action  under  this  modified 
open  rule.  I  think  we've  come  a  long  way  from 
the  prolonged  process  we  suffered  throught  in 
the  last  Congress.  I  would  like  to  think  this 
t)Odes  well  for  enactment  despite  the  short 
time  remaining  in  this  Congress. 

I  know  this  bill  contains  several  politically 
difficult  issues  that  we  would  all  rather  not 
confront  in  an  election  year.  But  I  strongly  feel 
that  this  is  one  of  those  extraordinary  crises  in 
which  the  national  interest  must  take  prece- 
dence over  our  immediate  political  concerns. 
And  make  no  mistake  about  it,  illegal  immigra- 
tion is  a  ticking  timebomb  that  must  be  de- 
fused now  or  its  explosive  repercussions  will 
np  through  the  heartland  of  this  country  in  the 
future. 

Having  said  that,  I  want  to  join  the  gentle- 
man from  Tennessee  in  urging  defeat  of  the 
previous  question  so  we  might  offer  a  substi- 
tute rule  that  does  just  two  things:  First,  it 
would  make  in  order  the  Lungren  substitute 
for  Schumer  language  in  the  bill  on  the  issue 
of  guest-workers;  and  second,  it  would  restore 
the  minority's  traditional  right  under  House 
precedents  to  offer  a  motion  to  recommit  of 
its  choosing,  and  not  be  confined  to  a  straight 
motion  to  recommit  without  instructions. 

The  Lungren  amendment  is  identical  to  the 
Wilson  amendment  passed  in  the  other  body, 
and  comparable  to  the  so-called  Panetta-Mor- 
rison provisions  passed  by  this  House  in  the 
last  Congress.  Essentially,  it  establishes  a 
special  guest-worker  program  over  the  next  3 
years  during  which  up  to  350,000  workers  can 
be  admitted  each  year  for  up  to  9  months  to 
harvest  perishable  crops  if  sufficient  domestic 
workers  are  not  available. 

This  would  replace  the  existing  Schumer 
language  in  this  bill  which  permits  workers 
who  have  worked  at  least  60-days  between 
May  of  last  year  and  May  of  this  year  to  qual- 
ity for  resident  alien  status  and  qualify  for  Fed- 
eral t)eneftts. 

Mr.  Speaker,  I  won't  deny  that  this  rule 
comes  close  to  being  fair,  making  in  order  as 
it  does  some  30  amendments  that  span  the 
broad  range  of  issues  and  alternatives  in- 
volved in  this  complex  and  comprehensive  bill. 
But,  while  the  rule  may  come  close,  the  Rules 
Committee  gets  no  cigar.  Instead,  the  minority 
got  the  cigar— only  it  happened  to  be  an  ex- 
ploding cigar  that  blasted  away  our  right  to 
offer  even  one  alternative  to  the  Schumer  lan- 
guage, and  deprives  us  of  our  historical  right 
and  prerogative  to  offer  a  motion  to  recommit 
with  instructions.  Denying  the  Lungren  amend- 


ment on  guest-workers  deprives  a  bipartisan 
majority  on  both  sides  of  a  vote  on  an  amend- 
ment that  carried  in  the  last  Congress.  Let's 
rectify  this  denial  of  majority  rights  by  defeat- 
ing the  previous  question  and  adopting  a  new 
rule. 

Mr.  BEILENSON.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  IVi 
minutes  to  the  distinguished  gentle- 
man from  Florida  [Mr.  Smith]. 

Mr.  SMITH  of  Florida.  Mr.  Speaker, 
this  is  a  very  unfair  rule.  It  does  not 
permit  the  House  a  separate  vote  on 
the  most  controversial  part  of  the  bill, 
the  Schumer-Berman-Panetta  guest- 
worker  provision.  Along  with  a 
number  of  my  colleagues,  I  asked  that 
Rules  Committee  permit  a  vote  to 
strike  that  provision.  We  are  not  being 
given  that  opportunity. 

I  am  opposed  to  the  expsmded  guest- 
worker  provision. 

What  options  do  I  have?  Not  many. 
If  the  previous  question  motion  is  de- 
feated, we  will  be  faced  with  a  rule 
that  will  include  an  even  worse  guest- 
worker  provision  that  the  other  body 
approved.  So,  I  must  support  the 
motion  for  previous  question. 

Of"  course,  the  House  could  defeat 
the  rule  itself.  Yet,  that  would  be  tan- 
tamount to  defeating  immigration 
reform.  For  4  years— two  of  them  serv- 
ing on  the  Immigration  Subcommit- 
tee—I have  supported  a  strong  immi- 
gration reform  bill.  The  bill  itself  has 
many  provisions  for  which  I  have 
fought.  My  constituents  want  immi- 
gration reform.  All  Americans  want 
immigration  reform,  and  this  may  be 
our  last  chance.  I,  therefore,  will  have 
to  vote  for  the  rule  so  that  we  will  be 
able  to  vote  on  the  substance,  the  good 
substance,  of  the  legislation.  I  realize 
that,  in  so  doing,  I  and  my  colleagues 
will  be  giving  the  California  growers 
what  they  want  and  what  they  should 
not  receive.  You  do  not  get  an  addict 
off  drugs  by  feeding  his  habit.  Illegal 
alien  workers  are  the  drugs  of  agri- 
business, and  this  bill  keeps  up  agricul- 
ture's supply. 

I  don't  like  it,  but  that  is  the  situa- 
tion. In  the  end,  immigration  reform- 
regaining  control  of  our  borders,  re- 
ducing the  ultimate  influx  of  illegal 
refugees— is  our  primary  goal.  This  bill 
will  achieve  that  even  with  the  un- 
wanted provisions. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
3  minutes  to  the  gentleman  from  Illi- 
nois [Mr.  Michel]  the  minority  leader. 
Mr.  MICHEL.  Mr.  Speaker,  we  are 
again  facing  the  conclusion  of  another 
Congress.  This  is  a  time  when  the 
Nation  needs  strong  legislative  leader- 
ship. Unfortunately  what  we  are  get- 
ting is  legislative  brinkmanship. 

We  are  beginning  the  great  rush  to 
judgment  on  so  many  critical  pieces  of 
legislation  and  leaving  behind  a  path 
of  destruction  unequaled  since  the  So- 
viets invaded  Afghanistan. 
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The  House  is  suffering  from  inepti- 
tude. It  is  a  $1  billion  organization  of 
immense  proportion  with  immense  re- 
sponsibility run  like  a  popcorn  stand 
outside  the  county  courthouse. 

Look  at  the  record.  We  are  finally 
getting  around  to  immigration  and  at 
the  last  minute  you  want  to  play  a 
game  of  partisan  brinkmanship. 

The  majority  has  stalled,  delayed 
and  sidetracked  immigration  reform 
for  almost  a  year,  just  as  you  did  om- 
nibus crime  reform,  which  we  finally 
got  enacted  on  a  motion  to  recommit, 
no  less. 

Immigration,  though  is  a  mild  symp- 
tom of  the  disease. 

The  military  construction  appropria- 
tion was  passed  by  the  House  in  June 
and  it  went  to  conference  on  August 
15.  Where  is  it?  What  have  you  done 
with  it? 

The  debt  limit  is  once  again  threat- 
ening to  bring  us  to  the  brink  this 
year,  with  all  of  the  horrifying  compli- 
cations involving  disinvestment  of 
Social  Security  and  the  rest.  It  went 
through  the  Senate  on  August  9. 

Superfund  has  been  in  conference 
almost  a  year.  Nothing  should  take 
that  long.  Nothing. 

And  finally,  there's  the  budget.  I 
don't  think  we  have  complied  with  our 
own  laws  in  the  12  years  the  Budget 
Act  has  been  in  existence.  We  go  on 
road  shows,  and  stir  up  a  lot  of  politi- 
cal dust,  but  in  the  end  what  we  pass 
could  have  been  more  skillfully  done 
in  a  mock  Congress  in  an  Illinois  grade 
school. 

We  just  refuse  to  meet  deadlines  re- 
quired by  law.  We  delay  and  we  stall 
and  we  procrastinate.  Reconciliation 
should  have  been  done  prior  to  July  4, 
and  we  just  got  around  to  it  this  week. 

Mr.  Speaker,  the  House  of  Repre- 
sentatives has  to  some  day  move  into 
the  20th  century  before  the  20th  cen- 
tury passes  us  by. 

We  need  better  management,  better 
communication,  better  cooperation, 
new  technology,  and  streamlined  pro- 
cedures. Finally,  we  need  less  partisan- 
ship, brinkmanship,  and  political 
gamesmanship  in  the  decisionmaking 
process. 

Mr.  BEILENSON.  Mr.  Speaker,  the 
gentleman  from  California  agrees 
wholeheartedly  with  the  gentleman 
from  Illinois. 

Mr.  Speaker,  for  purposes  of  debate 
only,  I  yield  1  minute  to  the  gentle- 
man from  Texas  [Mr.  de  la  Garza] 

Mr.  DE  LA  GARZA.  Mr.  Speaker  and 
my  colleagues,  this  bill  was  referred 
sequentially  to  the  Committee  on  Ag- 
riculture. We  studied  it  and  we  have 
one  proposed  amendment  which  would 
allow  equity  for  agriculture  as  far  as 
immigration  officers  coming  on  the 
land  without  a  warrant. 

The  so-called  Schumer-Berman-Pa- 
netta  compromise,  we  looked  at  it  and 
we  found  out  that  it  was  adequate  in 
an  inadequate  way,  but  yet,  under  the 


art  of  the  possible,  it  was  the  best  that 
we  could  do,  and  the  committee  decid- 
ed to  go  along  with  the  compromise. 
So  I  have  a  difficult  situation  in  that 

1  have  concerns  about  other  parts  of 
the  legislation.  But  as  far  as  the  Com- 
mittee on  Agriculture  and  the  respon- 
sibility which  I  have  there,  we  are  sat- 
isfied that  the  legislation  is  adequate, 
and  I  would  suggest  that  we  vote  for 
the  rule  in  that  respect. 

Mr.  QUILLEN.  Mr.  Speaker.  I  yield 

2  minutes  to  the  gentleman  from 
Washington  [Mr.  Morrison]. 

Mr.  MORRISON  of  Washington. 
Mr.  Speaker.  I  thank  the  gentleman 
for  yielding  this  time  to  me. 

Mr.  Speaker,  normally  I  vote  against 
this  type  of  rule,  and  it  pains  me  to 
oppose  my  good  friend  and  leader,  the 
gentleman  from  California  [Mr.  Lun- 
gren].  But  I  am  going  to  argue  to  sup- 
port the  fencing  off  of  the  agricultural 
worker  provisions.  This  position  is  sup- 
ported by  most  agriculture  organiza- 
tions, including  the  American  Farm 
Bureau. 

D  1045 

The  two  basic  reasons  for  my  sup- 
port of  the  Schumer  package:  No.  1. 
and  this  is  the  most  important,  it  is 
the  only  way  to  get  to  conference.  The 
other  body  has  already  approved  the 
Wilson  amendment,  an  updated  ver- 
sion of  the  Panetta-Morrison  guest- 
worker  program  adopted  overwhelm- 
ingly by  this  House  is  1984. 

Again,  this  approach  taken  by  the 
rule  is  the  only  way  to  get  to  confer- 
ence on  the  agricultural  issue.  The  No. 
2  reason  is  this:  Agricultural  interests 
have  pledged  to  not  stand  in  the  way 
of  meaningful  immigration  reform, 
and  this  is  the  driving  force  that 
brings  us  to  this  particular  point 
today,  and  it  is  a  difficult  one. 

We  have  accepted  the  political  facts 
of  life;  the  only  road  to  conference  is 
with  the  Schumer  proposal.  Other- 
wise, we  will  never  get  there. 

Reluctantly,  I  ask  for  support  for 
the  rule  and  believe  that  support  is 
justified  under  the  circumstances. 

Mr.  BEILENSON.  Mr.  Speaker.  I 
yield  2  minutes  to  the  gentleman  from 
Texas  [Mr.  Bryant]. 

Mr.  BRYANT.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Speaker.  I  simply  want  to  make 
this  point:  The  minority  has  made  a 
big  issue  out  of  the  fact  that  the  Lun- 
gren  amendment  is  not  made  in  order 
by  this  rule,  but  let  me  point  some- 
thing out.  I  asked  the  Rules  Commit- 
tee to  make  in  order  an  amendment  to 
completely  strike  any  guest-worker 
provision  whatsoever  because  I  do  not 
believe  the  growers  of  California  or 
any  other  State  need  guest-workers.  I 
think  they  ought  to  hire  American 
citizens  like  everybody  else  is  going  to 
have  to  do. 

They  did  not  make  my  amendment 
in   order   because   they   knew   if   my 


amendment  succeeded,  it  would  kill 
the  bill.  They  did  not  make  Mr.  Ldn- 
gren's  amendment  in  order,  which 
would  lift  350,000  people  who  work 
here  for  11  months  of  the  year  be- 
cause they  knew  if  his  amendment 
succeeded,  it  would  kill  the  bill. 

Instead,  what  they  left  in  the  bill 
was  a  very  difficult,  delicate  and  hard- 
to-arrive-at  compromise  arrived  at  be- 
tween the  growers  and  between  those 
people  that  work  in  the  fields.  That  is 
difficult  to  understand  at  first  blush, 
but  it  is  logical  as  you  begin  to  exam- 
ine it  further. 

I  would  like  to  have  been  able  to 
vote  against  any  kind  of  guest-worker 
provision,  but  I  cannot  have  all  that  I 
want.  Mr.  Lungren  and  Mr.  Michel, 
you  cannot  have  all  that  you  want, 
either.  We  have  a  rule  today  that  will 
give  us  an  immigration  bill,  and  that  is 
what  I  want. 

I  urge  the  Members  to  vote  for  the 
previous  question  and  for  the  rule. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
2  minutes  to  the  gentleman  from  Cali- 
fornia [Mr.  Dannemeyer]. 

Mr.  DANNEMEYER.  I  thank  the 
gentleman  for  yielding  me  this  time. 

Mr.  Speaker,  as  a  California  Member 
of  the  House,  I  can  say  that  probably 
the  most  profound  problem  in  our 
State  as  it  reflects  on  our  45  Members 
here  is  immigration  reform.  I  accept 
that. 

When  I  appeared  before  the  Rules 
Committee  asking  for  permission  to 
have  an  amendment  made  in  order, 
which,  by  this  rule,  was  denied,  I 
heard  one  of  the  most  incredible  pres- 
entations by  colleagues  of  mine  relat- 
ing to  their  Schumer  proposal  that  I 
want  to  share  with  my  colleagues  now. 

I  do  not  know  whether  the  gentle- 
man from  California,  Mr.  Berman,  is 
here  now  or  not;  yes.  he  is  here.  But,  I 
was  sitting  behind  the  gentleman  and 
I  heard  him  use  the  word  "whacko." 
He  said,  "It  only  seems  whacko."  I  will 
give  the  version  Mr.  Berman  says  he 
uttered,  namely,  "It  only  seems 
whacko." 

It  only  seems  whacko,  that  is,  the 
Schumer  proposal  in  this  bill.  I  sus- 
pect the  reason  Mr.  Berman  used  the 
words  "It  only  seems  whacko,"  was  be- 
cause of  the  ridiculous  impact  it  is 
going  to  have  upon  the  finances  of  the 
U.S.  Government  if  this  immigration 
bill,  in  the  form  that  is  now  before  the 
House,  is  approved. 

Can  you  imagine  that  if  you  have 
worked  in  agriculture  for  60  days, 
within  May  1,  1985  to  May  1.  1986,  you 
have  established  eligibility  for  perma- 
nent residency  in  the  United  States. 
You  will  get  a  green  card.  What  is 
more,  you  will  be  entitled  to  welfare 
benefits,  all  that  exist  under  the  law 
today. 

If  the  taxpayers  of  America  find  out 
about  this,  they  are  going  to  be  in- 
censed at  what  in  the  world  are  we 


Q^nt^w^U^,.  <!)C     1QQC 


f^ rvKj r\T> t: ccf r\ik.T  Ki    ■D-cr^r\TtT\ 


U/-\¥  TCr 


26400 


CONGRESSIONAL  RECORD— HOUSE 


September  26,  1986 


doing.  They  can  understand  the  neces- 
sity of  recognizing  we  need  guest- 
workers  coming  in  for  agricultural 
jobs  in  America  which  our  citizens 
choose  not  to  take,  but  they  do  not 
choose  to  pay  welfare  benefits  to  these 
friends  that  come  into  our  society. 

Mr.  HERMAN.  Mr.  Speaker,  a  point 
of  personal  privilege:  I  believe  my 
name  was  mentioned. 

The  SPEAKER  pro  tempore.  (Mr. 
MoRTHA).  The  gentleman  from  Cali- 
fornia cannot  be  recognized  for  that 
purpose. 

The  time  of  the  gentleman  from 
California  [Mr.  Dannemeyer]  has  ex- 
pired. 

Mr.  DANNEMEYER.  We  should 
support  the  effort  of  the  gentleman 
from  California  [Mr.  Lungen)  to 
defeat  the  previous  question  and  vote 
down  this  rule. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
1  minute  to  the  gentleman  from  Ne- 
braska [Mr.  Daub]. 

Mr.  DAUB.  I  thank  the  gentleman 
for  yielding  me  this  time. 

Mr.  Speaker.  I  will  certainly  try,  in  1 
minute,  to  state  my  feelings  on  the 
rule.  I  do  plan  to  be  active  in  the 
debate  on  the  bill. 

Once  upon  a  time,  immigration 
reform  looked  like  it  would  finally  get 
the  attention  it  deserved  from  this 
Congress.  I  was  particularly  hopeful  of 
that.  I  spent  a  good  deal  of  my  profes- 
sional life  as  an  immigration  lawyer.  It 
is  high  time  we  do  something. 

Now  we  find  ourselves  being  asked  to 
consider  a  prepackaged,  special-inter- 
est-laden bill  which  is  nothing  less 
than  ridiculous.  Chain  migration,  out- 
year  numbers  that  could  total  70  mil- 
lion, abandoned.  I  offered  an  amend 
ment  before  the  Rules  Committee  not 
made  in  order.  Lungren  not  made  in 
order;  Hughes  not  in  order;  motion  to 
strike  Schumer  not  in  order;  motion  to 
recommit  with  instructions  not  in 
order;  El  Salvadorian  voluntary  ex- 
tended departure,  stuck  in  the  bill  at 
the  last  minute. 
Vote  for  Lungren. 

Mr.  BEILENSON.  Mr.  Speaker,  I 
yield  1  minute  to  the  gentleman  from 
Tennessee  [Mr.  Cooper]. 

Mr.  COOPER.  I  thank  the  gentle- 
man for  yielding  me  this  time. 

Mr.  Speaker.  I  would  like  to  urge  all 
of  my  colleagues  to  vote  "yes"  on  the 
rule  and  "yes"  on  the  previous  ques- 
tion. We  all  know  that  immigration  is 
a  complex  and  troubling  issue.  It  cer- 
tainly is  for  me  as  a  southerner  and  as 
a  conservative. 

We  have  a  chance  now  to  get  immi- 
gration reform;  let  us  not  blow  this  op- 
portunity. Immigration  reform,  as  we 
know,  is  long  overdue;  we  should  have 
done  this  a  long  time  ago.  Many  of  the 
problems  we  face  today  are  compound- 
ed because  we  have  failed  to  act.  Now 
is  our  chance  to  act.  This  is  a  fair  com- 
promise. 


In  my  short  time  in  Congress,  I 
cannot  remember  a  time  when  the 
American  Farm  Bureau  and  the  AFL- 
CIO  have  agreed  on  a  measure.  The 
Farm  Bureau  is  one  of  the  strongest  if 
not  the  strongest  single  group  in  my 
State  of  Tennessee.  They  are  an  out- 
standing group.  The  quarter  of  a  mil- 
lion farm  families  they  represent  in 
Tennessee  I  think  would  be  pleased 
with  this  compromise. 

Nobody  gets  their  way  entirely,  but 
this  is  the  best  we  can  get.  A  third 
point:  This  is  a  leadership  vote.  This  is 
a  relatively  small  element  that  they 
are  complaining  about  on  the  minority 
side  out  of  this  large,  large  bill.  Let  us 
not  let  the  tail  wag  the  dog  on  this 
measure.  We  are  in  the  waning  days  of 
Congress;  let  us  get  on  with  genuine 
reform. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
2  minutes  to  the  gentleman  from  Cali- 
fornia [Mr.  Pashayan]. 

Mr.  PACKARD.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  PASHAYAN.  I  yield  to  the  gen- 
tleman from  California. 

Mr.  PACKARD.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Speaker,  I  rise  in  support  of  the 
rule,  recognizing  its  flaws,  but  still  rec- 
ognizing that  if  we  allow  this  issue  to 
be  laid  at  the  side  of  this  aisle  for  de- 
feating the  immigration  bill,  it  will 
come  back  to  haunt  us  deeply.  It  is  the 
most  important  issue  in  my  district, 
and  certainly  I  am  anxious  for  a  suc- 
cessful immigration  bill. 

I  would  have  written  the  rule  differ- 
ently, but  that  is  not  possible.  We 
need  to  get  it  to  conference.  Support 
the  rule.  Hopefully,  the  Wilson 
amendment  will  replace  the  Schumer 
amendment  in  conference.  Certainly, 
we  need  to  have  the  bill. 

Mr.  DREIER  of  California.  Mr. 
Speaker,  will  the  gentleman  yield? 

Mr.  PASHAYAN.  I  yield  to  the  gen- 
tleman from  California. 

Mr.  DREIER  of  California.  I  thank 
the  gentleman  for  yielding  to  me. 

Mr.  Speaker,  we  in  this  country  are 
faced  with  a  real  crisis.  We  must  bring 
about  immigration  reform.  Since  I 
have  been  here,  we  have  been  desper- 
ately fighting  to  see  legislation  pass 
this  House,  get  to  conference  and  get 
to  the  President's  desk. 

I  know  that  my  preference  would  be 
the  Wilson  amendment  because  I 
think  that  best  addresses  the  crisis 
that  we  are  facing.  Nevertheless,  we 
have  only  one  vehicle  which  will  get  us 
to  conference,  and  for  that  reason.  I 
rise  in  support  of  the  previous  ques- 
tion so  that  we  might  consider  the 
rule. 

One  of  its  nnore  controversial  provisions  is 
the  so-called  Schumer-Berman-Panetta  agri- 
cultural worker  program.  This  provision  will 
enable  growers  of  perishable  agriculture  to 
meet  their  labor  needs.  I  must  admit,  however, 
that  the  provision  is  not  perfect.  In  all  candor  I 
would  prefer  the  Wilson  provision  approved  by 


the  Senate.  It  is  regrettable  that  the  chairman 
of  the  Judiciary  Committee  foreclosed  any 
consideration  whatsoever  of  that  option.  Nev- 
ertheless, the  provision  represents  the  best  al- 
ternative that  could  be  put  together  to  address 
a  complex  and  difficult  problem. 

Without  the  Schumer  amendment  the  larg- 
est industry  in  my  State  would  be  jeopardized. 
Unable  to  depend  totally  on  domestic  labor, 
growers  would  be  forced  to  reduce  production 
of  perishable  commodities.  This  in  turn  would 
dry  up  agricultural  exports  and  increase  im- 
ports of  foreign  grown  produce.  I  need  not 
remind  my  colleagues  of  the  effect  of  such  a 
situation  on  the  U.S.  trade  imbalance. 

The  growers  in  my  State  are  generally  small 
family  farmers  for  whom  the  existing  foreign 
worker  programs  are  cumbersome  and  costly. 
The  provision  in  H.R.  3810  would  set  up  a 
system  based  on  free  market  principles.  Work- 
ers would  be  able  to  work  for  whomever  they 
liked  and  growers  could  better  attract  the 
workers  they  need  through  paying  competitive 
wages. 

The  agricultural  worker  problem  is  wrought 
with  complexity.  Yet  avoiding  the  issue  could 
spell  the  demise  of  perishable  agriculture  in 
this  country.  I  have  grave  concerns,  too,  about 
the  blanket  granting  of  amnesty  which  the  rule 
grants.  Mr.  Speaker,  this  rule  also  allows  me 
to  join  my  colleague,  Mr.  Moorhead,  in  offer- 
ing an  amendment  to  increase  the  border 
patrol  by  50  percent.  While  not  a  panacea, 
this  provision  will  help  to  stem  the  flow  of  ille- 
gals and  potential  terrorists.  We  should  move 
ahead  with  the  process  but  I  hope  we  can  im- 
prove this  rule. 

I  urge  my  colleagues  to  join  me  in  resolving 
these  troublesome  issues. 

Mr.  PASHAYAN.  Mr.  Speaker,  the 
special  interests  that  were  referred  to 
by  one  of  my  colleagues  are  thousands 
of  small  farmers  and  their  families 
throughout  the  West,  especially  in 
California.  They  are  the  ones  that 
need  permanent  protection  by  any 
kind  of  immigration  bill. 

The  Lungren  provision  does  not 
offer  permanent  protection;  it  offers 
protection  only  for  3  years.  Therefore, 
the  only  vehicle  to  protect  these  thou- 
sands of  small  farmers— these  are 
small,  family  farmers— the  only  vehi- 
cle before  us  today  to  protect  them  in 
conference  is  the  Schumer  amend- 
ment. I  rise  in  support  of  it. 

D  1055 

Mr.  BEILENSON.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  such 
time  as  he  may  consume  to  the  gentle- 
man from  Wisconsin  [Mr.  Moody]. 

Mr.  MOODY.  Mr.  Speaker.  I  rise  in 
strong  support  of  the  rule. 

Mr.  BEILENSON.  Mr.  Speaker,  for 
purposes  of  debate  only.  I  yield  1 
minute  to  the  distinguished  gentleman 
from  California  [Mr.  Berman]. 

Mr.  BERMAN.  Mr.  Speaker,  the  gen- 
tleman from  California  [Mr.  Danne- 
meyer]. who  spoke  earlier  not  only 
misrepresented  my  comments  before 
the  Committee  on  Rules,  but  he 
misrepresented  the  bill. 
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As  a  matter  of  fact,  and  as  the  gen- 
tleman from  Kentucky  [Mr.  Mazzoli] 
has  pointed  out.  as  the  Conmiittee  on 
Ways  and  Means  and  the  gentleman 
from  Nebraska  [Mr.  Daub]  certainly 
know,  the  welfare  benefits  that  the 
people  who  would  come  under  the  pro- 
gram refer  to  as  the  Schumer-Panetta- 
Berman  program  were  denied  and  are 
in  the  base  of  the  bill.  They  are  not  el- 
igible for  the  traditional  AFDC  wel- 
fare benefits. 

As  the  gentleman  from  California 
knows,  because  he  was  there  before 
the  Committee  on  Rules.  I  said  this 
bill,  on  serious  examination,  and  this 
proposal  make  compelling  substantive 
and  political  sense. 

We  have  tried  it  the  other  way  in 
1981,  1982,  1983,  and  1984,  and  there 
has  been  no  immigration  reform.  For 
people  who  want  immigration  reform, 
let  us  try  it  a  different  way,  a  way  that 
brings  disparate  parties  together  and 
works  on  these  solutions  together. 

I  urge  an  "aye"  vote. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
1  minute  to  the  genteman  from  Wis- 
consin [Mr.  SENSENBRENNER]. 

Mr.  SENSENBRENNER.  Mr.  Speaker, 
the  Committee  on  Rules  did  a  railroad 
job  on  this  rule.  The  effect  of  doing  a 
railroad  job  on  this  rule  is  to  make  a 
bill  loaded  down  with  contentious  and 
divisive  issues  even  more  contentious 
and  more  divisive  which  will  ensure 
that  a  conference  will  not  succeed. 

The  gentleman  from  Nebraska  [Mr. 
Daub]  ticked  off  a  whole  host  of 
things  that  the  Committee  on  Rules 
did,  including  putting  Moakley-DeCon- 
cini  in  and  sheltering  it  from  a  motion 
to  strike. 

But  in  another  instance,  on  the  issue 
of  warrantless  searches  of  fields,  the 
Committees  on  Agriculture  and  the 
Judiciary  have  had  a  difference  of 
agreement.  The  Committee  on  Agri- 
culture supported  the  search  warrant; 
the  Committee  on  the  Judiciary,  for 
good  reason,  did  not.  Yet  the  commit- 
tee on  Agriculture's  version  is  put  in 
this  bill  and  sheltered  from  a  motion 
to  strike. 

So  even  when  there  are  disagree- 
ments between  2  committees,  this  rule 
prevents  a  vote  of  the  House  to  deter- 
mine which  committee's  viewpoint  is 
justified. 

These  kinds  of  issues  are  going  to 
make  a  conference  almost  impossible 
to  reach  agreement  in  the  few  days 
left  of  this  session.  This  kind  of  rule,  I 
believe  in  effect,  will  kill  immigration 
reform  vitally  needed  for  2  more  years. 

Mr.  BEILENSON.  Mr.  Speaker,  for 
purpose  of  debate  only,  I  yield  1 
minute  to  the  gentleman  from  Califor- 
nia [Mr.  Torres]. 

Mr.  TORRES."  Mr.  Speaker.  I  rise  in 
support  of  the  rule  on  H.R.  3810.  Im- 
migration reform  is  a  complex  and  dif- 
ficult issue.  Addressing  the  many  com- 
peting interests  is  not  easily  achieved. 
But  I  strongly  believe  that  the  rule  we 


are  voting  on  here  today  represents  a 
fair  and  realistic  effort  to  balance 
these  interests. 

Two  years  ago.  I  voted  against  the 
House  immigration  reform  bill.  I  voted 
against  the  bill  because  I  believed  that 
employer  sanctions  would  result  in 
widespread  discrimination.  I  voted 
against  the  bill  because  I  believed  that 
the  massive  guest-worker  program 
that  was  adopted  would  lead  to  abuse 
and  exploitation  of  both  foreign  and 
American  workers.  I  voted  against  the 
bill  2  years  ago  because  I  did  not  be- 
lieve it  represented  fair  or  meaningful 
immigration  reform. 

Because  of  our  efforts  to  ensure  that 
immigration  reform  did  not  result  in 
discrimination  and  abuse,  Hispanics 
like  myself  have  been  accused  of  being 
obstructionist.  We  have  been  criticized 
for  subverting  the  will  of  the  majority. 
When  I  opposed  the  rule  on  the  immi- 
gration bill  in  the  last  Congress.  I  was 
told  that  although  the  rule  was  not 
perfect— the  time  for  immigration 
reform  had  come. 

I  find  it  ironic  that  some  of  these 
same  critics  are  now  attempting  to 
deny  the  House  an  opportunity  to  vote 
for  legislation  that  has  been  approved 
by  virtually  every  committee  of  juris- 
diction. The  rule  is  not  perfect.  But  it 
does  attempt  to  maintain  a  realistic 
balance  of  competing  interests.  And  to 
borrow  a  line  from  my  critics— the 
time  for  immigration  reform  has  come. 

If  the  rule  we  are  considering  here 
today  is  adopted.  I  am  not  certain  how 
I  will  vote  on  final  passage.  I  am  still 
troubled  by  the  discrimination  that 
could  result  from  employer  sanctions. 
I  am  also  not  convinced  that  any  for- 
eign agricultural  workers  should  be 
imported  to  pick  our  crops.  I  am  cer- 
tain, however,  that  if  the  rule  is  not 
adopted,  the  opportunity  for  approv- 
ing acceptable  legislation  will  be  lost. 

If  the  House  does  not  adopt  this 
rule,  the  delicate  balance  that  has 
been  crafted  will  be  destroyed  and  im- 
migration reform  will  once  again  be 
left  for  another  day.  I  urge  my  col- 
leagues to  adopt  the  rule  and  provide 
the  House  an  opportunity  to  vote  for  a 
fair  and  meaningful  immigration  bill. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
1  minute  to  the  gentleman  from  Flori- 
da [Mr.  Shaw]. 

Mr.  SHAW.  Mr.  Speaker,  I  rise  in 
strong  opposition  to  this  most  un- 
democratic rule. 

Again,  we  find  ourselves  going 
through  the  semiannual  sadistic  proc- 
ess of  trying  to  do  something  about 
meaningful  immigration  reform  in  this 
country.  I  am  sick  and  tired  of  hearing 
speaker  after  speaker  come  down  here 
and  say  that  getting  this  bill  out  is 
more  important  than  the  democratic 
process. 

The  Committee  on  Rules  has  com- 
pletely stopped  the  democratic  process 
from  going  forward  and  I  will  say  to 
the    Members    that    democracy,    the 


democratic  process,  is  more  important 
than  any  statute,  any  change  or  any 
bill  coming  through  this  Congress  of 
the  United  States. 

It  is  sadistic  and  anybody  who  be- 
lieves for  1  moment  that  we  are  going 
to  take  this  bill  to  conference  and  that 
we  are  going  to  come  back  with  a  good 
immigration  bill  before  the  close  of 
this  Congress  next  week  or  the  follow- 
ing week  must  have  come  in  this 
morning's  mail. 

It  is  not  going  to  happen  and  I  urge 
all  of  the  Members  that  the  only  way 
that  we  can  really  make  our  feelings 
known  and  come  up  with  a  decent  bill 
that  will  give  us  any  chance  of  mean- 
ingful immigration  reform  this  year  is 
to  defeat  this  awful  rule. 

Mr.  BEILENSON.  Mr.  Speaker,  for 
purposes  of  debate  only.  I  yield  1 
minute  to  the  gentleman  from  Califor- 
nia [Mr.  Panetta]. 

Mr.  PANETTA.  Mr.  Speaker,  having 
worked  on  immigration  reform,  I.  too, 
regret  that  we  take  this  up  in  the  clos- 
ing days  of  the  session.  But  that  is  the 
case. 

Yesterday  we  dealt  with  tax  reform; 
today  we  deal  with  immigration 
reform.  There  are  some  similarities. 
Like  tax  reform,  if  we  are  going  to  do 
immigration  reform,  it  has  to  be  com- 
prehensive and  deal  with  a  broad 
number  of  areas  to  do  it  properly. 

Like  tax  reform,  you  cannot  provide 
an  open  rule  that  allows  every  amend- 
ment to  come  in  and  destroy  the  care- 
ful compromises  that  have  been  put 
together.  That  is  the  reality  of  dealing 
with  comprehensive  legislation  in  this 
body  if  you  want  to  enact  it. 

On  the  compromise  itself,  let  me  say 
this:  Today  there  are  in  the  area  of 
300.000  to  350,000  undocumented  who 
work  in  agriculture.  The  choice  of  this 
institution  is  either  to  allow  the  con- 
tinuation of  having  illegals  work  in  ag- 
riculture, to  bring  in  another  300,000 
to  350,000  guest-workers  in  this  coun- 
try to  solve  that  issue,  or  to  try  to  le- 
galize and  provide  green  cards  to  those 
who  work  in  agriculture. 

Do  the  right  thing.  Support  this 
compromise  and  support  the  rule. 

Mr.  QUILLEN.  Mr.  Speaker.  I  yield 
1  minute  to  the  gentleman  from  Flori- 
da [Mr.  McCollum]. 

Mr.  McCOLLUM.  Mr.  Speaker.  If 
the  Members  love  amnesty,  they  are 
really  going  to  love  the  Schumer 
amendment  because  that  is  what  it  is. 
That  is  what  the  provision  is.  a  second 
legalization  or  a  second  amnesty  that 
is  far  worse  than  the  regular  legaliza- 
tion that  is  in  this  bill. 

It  is  the  one  thing  in  the  legislation 
that  is  going  to  cause  this  Member, 
who  has  always  supported  immigra- 
tion reform,  to  vote  against  the  whole 
package  if  we  cannot  amend  at  this 
time.  I  hate  to  say  that. 

The  only  way  we  can  get  a  decent 
product  out  of  this  body  is  by  voting 


26402 


CONGRESSIONAL  RECORD— HOUSE 


September  26,  1986 


on  and  with  the  gentleman  from  Cali- 
fornia [Mr.  LuNGRENl.  to  vote  down 
the  previous  question,  and,  if  neces- 
sary, vote  down  the  rule. 

We  also  do  not  have  the  opportunity 
to  get  an  extended  voluntary  depar- 
ture under  this  rule.  They  are  going  to 
put  this  in  to  let  Salvadorans  who  are 
in  this  country,  some  500,000.  stay.  If 
you  vote  for  the  rule,  you  are  voting  to 
do  that  when,  in  fact,  they  can  go  back 
home  and  everything  is  jim-dandy  and 
fine.  I  have  been  down  there:  I  have 
seen  it. 

It  is  wrong  not  to  let  us  debate  these 
issues.  It  is  wrong  not  to  let  us  have 
the  opportunity  to  get  at  the  Schumer 
amendment  and  other  things  by  this 
choke  rule  that  is  going  to  keep  us 
from  that  opportunity  today. 

I  urge  the  Members  in  the  name  of 
fairness  to  vote  down  the  previous 
question  on  this  rule  and  to  vote 
against  the  rule  if  necessary. 

Mr.  BEILENSON.  Mr.  Speaker,  for 
purposes  of  debate  only,  I  yield  1 
minute  to  the  gentleman  from  New 
York  [Mr.  Schumer]. 

Mr.  SCHUMER.  Mr.  Speaker,  I  sup- 
pose the  debate  today  is  not  dissimilar 
from  the  debate  yesterday. 

We  have  a  real  crisis  in  this  country 
about  immigration.  Every  year,  2  mil- 
lion people  cross  the  borders  here  ille- 
gally. That  is  something  we  cannot 
have  any  longer. 

What  do  we  do  about  it?  Mr.  Simp- 
son and  the  gentleman  from  Ken- 
tucky [Mr.  Mazzoli]  have  put  togeth- 
er a  comprehensive  bill.  That  bill  is 
ready  to  become  law,  ready  to  become 
law  if  we  can  put  aside  our  petty  dif- 
ferences and  say,  "I  like  this  agricul- 
tural provision  better  than  that  agri- 
cultural provision,"  and  say,  "This 
does  not  exactly  meet  my  needs  and 
that  one  does." 

We  can  have  real  immigration 
reform  if  we  pass  this  rule,  if  we  vote 
for  the  previous  question.  It  is  that 
simple. 

If  we  do  nothing,  no  matter  how 
much  the  Members  like  or  dislike 
either  the  Wilson-Lungren  proposal  or 
the  Schumer  proposal,  we  have  no 
reform. 

If  we  pass  this  rule  and  pass  the  pre- 
vious question,  we  are  finally  doing 
something  in  a  fair  and  humane  way 
about  immigration  reform. 

I  urge  my  colleagues  to  vote  yes  on 
both  questions. 

Mr.  BEILENSON.  Mr.  Speaker,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  New  Mexico  [Mr. 
Richardson]. 

Mr.  RICHARDSON.  Mr.  Speaker.  I 
rise  in  support  of  the  rule. 

Mr.  BEILENSON.  Mr.  Speaker,  for 
purposes  of  debate  only.  I  yield  3  min- 
utes to  the  gentleman  from  New  York 
[Mr.  Fish]. 
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Mr.  FISH.  Mr.  Speaker,  we  have 
before  us  here  a  truly  extraordinary 
rule.  I  can  understand  and  I  share  the 
frustration  of  my  colleagues  over  this 
highhanded  rule.  Nevertheless.  I  am 
going  to  ask  my  colleagues  to  support 
it. 

I  thought  long  and  hard  about  the 
position  I  should  take  and  concluded 
the  most  important  element  is  that 
the  process  goes  forward.  This  is  pain- 
ful, inasmuch  as  it  is  a  position  apart 
from  most  of  my  colleagues  on  the  Ju- 
diciary Committee  and  particularly 
those  who  share  my  commitment  to 
immigration  reform  and  who  have 
worked  so  hard  on  this  issue.  But  this 
bill  must  go  forward  even  at  this  late 
hour. 

It  is  clear  that  we  have  lost  any  sem- 
blance of  control  over  who  may  enter 
our  country.  The  Immigration  Service 
projects  that  we  will  exceed  last  year's 
record  1.2  million  apprehensions  by  a 
factor  of  40.  Compared  to  1960.  the  ap- 
prehensions on  our  Southwest  border 
therefore  have  doubled.  The  time  to 
act  is  clearly  now. 

In  October  1984.  we  went  to  confer- 
ence on  this  bill  for  some  10  days.  At 
that  time,  there  were  three  issues  on 
which  that  conference  floundered. 
One  was  the  question  of  a  cap.  and 
that  has  been  resolved  in  a  meeting 
with  the  President.  The  money  will  be 
there. 

The  next  was  the  Frank  special  anti- 
discrimination provisions,  and  they 
have  been  modified  and  are  now  satis- 
factory. 

The  third  was  the  question  of  agri- 
cultural labor  and  that  remains  with 
us  today. 

With  respect  to  the  forthcoming 
conference.  I  am  far  more  optimistic 
than  some  of  the  speakers  that  we 
have  heard. 

I  promise  this  body  that  this 
Member,  who  will  be  a  conferee,  com- 
mitted as  I  am  to  immigration  reform, 
will  not  sign  a  conference  report  that 
does  not  make  major  changes  in  the 
agricultural  labor  provisions  of  the 
measure  before  us. 

Mr.  Speaker,  the  risks  of  not  going 
forward  are  too  great.  An  immigration 
bill  has  been  pending  before  the  Con- 
gress in  some  form  for  the  past  several 
years.  The  Senate  in  three  successive 
Congresses  has  passed  comprehensive 
immigration  reform.  If  we  fail  to  enact 
reform  in  this  Congress,  I  fear  that 
when  the  day  comes  that  a  later  Con- 
gress considers  immigration  reform,  it 
will  produce  a  bill  that  is  narrow  and 
restrictive.  It  will  be  driven  toward 
passage  by  what  will  then  be  the  pent- 
up  frustration  of  the  American  people. 
This  is  too  large  a  risk  for  me  to 
accept. 

I  ask  you  to  support  the  rule  and  go 
forward  with  this  bill. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
myself  such  time  as  I  may  consume. 


Mr.  Speaker,  I  urge  a  "no"  vote  on 
the  previous  question  so  that  we  can 
consider  the  Lungren  amendment  and 
a  motion  to  recommit  with  instruc- 
tions. 

I  think  it  is  unbelievable  that  after 
only  60  days  of  work  in  agriculture, 
this  bill  would  put  illegal  aliens  on  the 
road  to  citizenship. 

Mr.  FRENZEL.  Mr.  Speaker,  today  the 
House  is  faced  with  another  unacceptable 
choice.  Unless  we  vote  for  an  outrageous 
rule,  we  cannot  even  work  on  the  immigration 
bill. 

Two  years  ago,  I  voted  for  the  immigration 
bill,  even  though  I  thought  it  was  terrible,  be- 
cause reform  was  needed.  Then,  too,  the 
House  was  presented  with  the  complex  bill  in 
the  last  week  of  the  session. 

We  might  have  expected  that  the  House 
would  have  learned  something  in  the  past  2 
years.  No  such  luck.  Here  we  go  again.  In 
what  is  supposed  to  be  the  second  to  last  of 
the  session,  the  House  leadership  wants  to 
take  up  a  controversial,  complex  bill  with  hun- 
dreds of  amendments  pending. 

The  rule  made  23  amendments  a  part  of 
the  bill  with  no  debate  or  no  vote.  It  made  an- 
other several  dozen  in  order  for  debate.  It  re- 
jected even  more.  The  procedure  was  irration- 
al. Therefore  on  the  procedural  questions,  the 
previous  question  and  the  rule,  itself,  I  shall 
cast  a  vote  against  the  procedure. 

We  should  have  worked  on  this  bill  a  year 
and  a  half  ago.  If  we  must  work  on  it  now.  we 
need  a  relatively  open  rule. 

The  choice  is  with  the  House  leadership.  It 
can  work  on,  and  pass,  an  immigration  bill.  Or, 
it  can  kill  the  bill,  by  attacking  the  burden  of 
this  unacceptable  procedure. 

Mr.  LEHMAN  of  California.  Mr.  Speaker,  I 
rise  in  support  of  House  Resolution  559,  the 
rule  providing  for  the  consideration  of  H.R. 
3810,  immigration  reform  legislation. 

Many  things  have  been  said  this  morning 
regarding  both  the  rule  and  H.R.  3810,  and 
much  of  what  has  been  said  unfairly  charac- 
terizes the  rule  and  the  immigration  reform 
legislation. 

Mr.  Speaker,  H.R.  3810  is  a  product  of 
many  months  of  debate  and  compromise  in 
concepts  and  actual  legislative  language.  The 
rule  providing  for  the  consideration  of  H.R. 
3810  furthermore  provides  adequate  opportu- 
nity for  all  Members  of  this  body  to  offer  their 
own  amendments  and  revisit  many  of  the 
issues  which  some  Members  might  consider 
objectionable.  I  suggest  that  we  support  the 
rule  and  move  on  the  larger  issue  of  discuss- 
ing H.R.  3810. 

With  regard  to  H.R.  3810,  Members  of  this 
body  have  risen  to  speak  out  against  the  so- 
called  Schumer-Berman-Panetta  agricultural 
provisions  which  are  a  part  of  the  package. 
The  compromise  worked  out  by  our  col- 
leagues is  a  good  one  and  should  be  support- 
ed as  is. 

As  the  product  of  a  typical  40-acre  grape 
vineyard  in  the  heart  of  California's  San  Joa- 
quin Valley,  I  am  fully  aware  of  the  need  for 
an  adequate  labor  supply  to  meet  the  often 
unexpected  \aboT  needs  of  the  Valley's  hun- 
dreds of  small  specialty  crop  farms.  I  am  also 
fully  aware  of  the  difficulties  which  these  farm 


operations  fi 
when  harve: 
am  fully  awa 
tant  contribu 
to  work  in  th 
riculture  arx 
whose  econc 
culture. 

The  comp 
Berman-Pan( 
both  agriculti 
ricultural  woi 
balance  and 
age  and  Mer 
nize  the  imp 
sions  to  H.R. 


provision  on 
the  extreme, 
and  I  believe 
the  need  f( 
force  and  ot 
from  exploit 
before  us.  A 
achieved  evi 
that  growers 
civil  liberties 
the  provisior 
leagues  havi 
We  should  n 
Those  of ) 
er  sanctions 
bill  will  hav( 
vote  on  tho 
does  not  pr 
heard.  But 
amending  t^ 
will  be  the 
back  to  the 
the  last  Con( 


UMI 


September  26,  1986 


CONGRESSIONAL  RECORD— HOUSE 


26403 


operations  face  in  securing  that  worK  force 
wfien  harvest  demands  dictate.  And  finally,  I 
am  fully  aware  and  appreciative  of  the  impor- 
tant contributions  which  those  who  volunteer 
to  work  in  the  harvests  make  to  California  ag- 
riculture and  the  dozens  of  communities 
whose  economies  are  so  intertwined  with  agri- 
culture. 

The  compromise  reflected  in  the  Schumer- 
Berman-Panetta  provision  meets  the  needs  of 
both  agriculture  and  those  who  so  choose  ag- 
ricultural work  as  a  vocation.  There  is  great 
balance  and  equity  in  the  compromise  pack- 
age and  Members  of  the  House  should  recog- 
nize the  importance  of  the  compromise  provi- 
sions to  H.R.  3810. 

I  urge  my  colleagues  to  adopt  the  rule  and 
allow  for  the  consideration  of  H.R.  3810. 

Mr.  BUSTAMANTE.  Mr.  Speaker,  I  rise  in 
reluctant  support  for  this  rule.  I  support  this 
rule  for  an  imperfect  bill  because  I  am  com- 
mitted to  do  something  about  our  immigration 
policy.  The  rule  makes  in  order  important 
amendments,  such  as  the  Garcia  amendment, 
which  will  check  the  negative  aspect  of  em- 
ployer sanctions.  It  is  an  imperfect  bill  which 
has  provisions  which  have  no  relevance  to 
controlling  our  borders  such  as  the  special  in- 
terest provisions  for  agricultural  growers.  Not 
many  of  my  colleagues  have  focused  during 
this  debate  on  controlling  the  borders  but 
rather  on  the  agricultural  guest-worker  provi- 
sion. My  vote  for  the  rule  today  is  to  give  en- 
lightened immigration  reform  a  chance;  how- 
ever, I  fear  that  the  effort  is  threatened  by 
special  interests  who  would  turn  this  bill  Into  a 
foreign  worker  jobs  bill.  I  urge  my  colleagues 
to  give  true  immigration  reform  a  chance  and 
vote  for  this  rule. 

Mr.  MOODY.  Mr.  Speaker,  I  urge  my  col- 
leagues to  support  the  rule  for  H.R.  3610,  the 
immigration  reform  bill.  Many  Members  have 
legitimate  concerns  about  many  provisions  in 
this  bill,  but  without  approval  of  this  rule,  we 
may  not  be  able  to  pass  an  immigration  bill  at 
all.  We  may  repeat  the  tragedy  of  1984,  when, 
after  having  worked  so  hard  for  so  long,  we 
failed  In  the  11th  hour  to  pass  much  needed 
Immigration  reform  legislation.  Let's  not  go 
down  that  path  again. 

The  Schumer-Berman-Panetta  compromise 
provision  on  agricultural  workers  is  fragile  in 
the  extreme.  It  has  taken  10  months  to  reach, 
and  I  believe  it  does  a  better  job  of  balancing 
the  need  for  a  sufficient  agricultural  work 
force  and  our  desire  to  protect  those  workers 
from  exploitation  than  any  other  alternative 
before  us.  As  with  any  compromise,  no  party 
achieved  everything  they  sought.  But  the  fact 
that  growers'  associations,  labor  unions,  and 
civil  lit)erties  groups  have  joined  in  support  of 
the  provision  is  evidence  to  me  that  our  col- 
leagues have  done  a  miraculously  good  job. 
We  should  not  cut  them  off  at  the  knees  now. 

Those  of  you  concerned  about  the  employ- 
er sanctk}ns  and  amnesty  provisions  of  this 
bill  will  have  the  opportunity  to  modify  and 
vote  on  those  sectk}ns.  The  rule  t>efore  us 
does  not  prohibit  your  concerns  frorn  being 
heard.  But  there  can  be  little  doubt  that 
amending  the  agricultural  workers  provision 
will  be  the  bill's  undoing,  and  may  lead  us 
back  to  the  stalemate  we  experienced  during 
the  last  Congress. 


Those  of  you  who  support  efforts  to  adopt 
the  Senate's  agricultural  workers  provision  bill 
have  a  strong  voice  in  the  conference  com- 
mittee on  this  bill.  But  if  you  express  your 
views  by  voting  against  this  rule,  there  may 
not  be  a  conference  committee.  We  will  all 
lose  if  no  immigration  bill  is  approved  at  all. 

Support  the  rule  on  H.R.  3810,  the  immigra- 
tion reform  bill  of  1 986. 

Mr.  QUILLEN.  Mr.  Speaker,  I  yield 
the  balance  of  my  time  to  the  gentle- 
man from  California  [Mr.  Lungren]. 

CALL  OF  THE  HOUSE 
Mr.  LUNGREN.  Mr.  Speaker,  I  move 
a  call  of  the  House. 
A  call  of  the  House  was  ordered. 
The    call    was   taken   by   electronic 
device,  and  the  following  Members  re- 
sponded to  their  names. 

[Roll  No.  418] 

Crane 

Daniel 

Dannemeyer 

Darden 

Daschle 

Daub 

Davis 

de  la  Garza 

r>eLay 

Dellums 

DeWine 

Dickinson 

Dicks 

DioGuardi 

Dixon 

Donnelly 

Dorgan  IND) 

Doman  (CA) 

Dowdy 

Downey 

Dreier 

Duncan 

Durbin 

Dwyer 

Dymally 

Dyson 

Early 

Eckart  (OH) 

Eckert(NY) 

Emerson 

English 

Erdreich 

Evans  (lA) 

Evans  (ID 

Fascell 


Abercrombie 
Ackerman 
Akaka 
Alexander 
Anderson 
Andrews 
Anthony 
Applegate 
Archer 
Armey 
Aspin 
Atkins 
AuCoin 
Badham 
Barnard 
Bartlett 
Barton 
Bateman 
Bates 
Bedell 
Beilenson 
Bennett     - 
Bentley 
Bereuter 
Berman 
Bevill 
Bilirakis 
Bliley 
Boehlert 
Boland 
Boner  (TN) 
Bonior(MI) 
Bonker 
Borski 
Bosco 
Boucher 
Boulter 
Boxer 
Brooks 
Broomfield 
Brown  <CA) 
Brown  (CO) 
Bruce 
Bryant 
Burton  (IN) 
Bustamante 
Byron 
Callahan 
Carney 
Carper 
Can- 
Chandler 
Chapman 
Cheney 
Clay 
dinger 
Coats 
Cobey 
Coble 
Coelho 

Coleman  (MO) 
Coleman  (TX) 
Collins 
Combest 
Conte 
Conyers 
Cooper 
Courier 
Coyne 


Pawell 

Fazio 

Peighan 

Fiedler 

Fields 

Fish 

Flippo 

Florio 

Foglietta 

Foley 

Ford  (MI) 

Pord(TN) 

Franklin 

Frenzel 

Frost 

Fuqua 

Gallo 

Garcia 

Gaydos 

Gejdenson 

Gekas 

Oilman 

Glickman 

Gonzalez 

Goodling 

Gordon 

Gradison 

Gray  (ID 

Gray  (PA) 

Green 

Guarini 

Gunderson 

Hall  (OH) 

Hall.  Ralph 


Hamilton 

Hammerschmidt 

Hansen 

Hatcher 

Hawkins 

Hayes 

Hefner 

Hendon 

Henry 

Hertel 

Hiler 

Hillis 

Holt 

Hopkins 

Horton 

Howard 

Hoyer 

Hubbard 

Hughes 

Hunter 

Hutto 

Hyde 

Jacobs 

Jeffords 

Jenkins 

Johnson 

Jones  (NO 

Jones  (TN) 

Kanjorski 

Kaptur 

Kasich 

Kastenmeier 

Kemp 

Kennelly 

Kildee 

Kleczka 

Kolbe 

Kolter 

Kostmayer 

LaPalce 

Lagomarsino 

Latu 

Leach  (lA) 

Lcath  (TX) 

Lehman  (CA) 

Lehman  (PL) 

Leland 

Lent 

Levin  (MI) 

Levine  (CA) 

Lewis  (CA) 

Lewis  (PL) 

Lightfoot 

Lipinski 

Livingston 

Uoyd 

Loeffler 

Long 

Lott 

Lowery  (CA) 

Lowry  (WA) 

Lujan 

Luken 

Lungren 

Mack 

MacKay 

Madigan 

Manton 

Markey 


Marlenee 

Martin  (ID 

Martin  (NY) 

Matsui 

Mavroules 

Mazzoli 

McCain 

McCandless 

McCloskey 

McCoUum 

McCurdy 

McEwen 

McGrath 

McHugh 

McKeman 

McMillan 

Meyers 

Mica 

Michel 

Miller  (CA) 

Miller  (OH) 

Miller  (WA) 

Mineta 

Moakley 

Molinari 

Mollohan 

Monson 

Montgomery 

Moody 

Moorhead 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Murphy 

Murtha 

Myers 

Natcher 

Nichols 

Niel.son 

Nowak 

Oakar 

Oberstar 

Obey 

Olin 

Ortiz 

Owens 

Packard 

<>anetta 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Petri 

Pickle 

Porter 

Price 

Pursell 


Quillen 

Rahall 

Range! 

Ray 

Reid 

Richardson 

Rinaldo 

Ritter 

Roberts 

Robinson 

Rodino 

Roe 

Roemer 

Rogers 

Rose 

Rostenkowski 

Roth 

Rowland  (CT) 

Rowland  (GA) 

Roybal 

Rudd 

Russo 

Sabo 

Savage 

Sax  ton 

Schaefer 

Scheuer 

Schroeder 

Schuette 

Schuize 

Schumer 

Seiberling 

Sensenbrenner 

Sharp 

Shaw 

Shelby 

Shumway 

Sikorski 

Siljander 

Sisisky 

Skeen 

Skelton 

Slattery 

Slaughter 

Smith  (FL) 

Smith  (lAi 

Smith  (NE) 

Smith  (NJ) 

Smith.  Denny 

(OR) 
Smith.  Robert 

(NH) 
Smith.  Robert 

(OR) 
Snowe 
Snyder 

Solomon 


Spence 

Spratt 

St  Germain 

Staggers 

SUllings 

Stangeland 

Stark 

Stenholm 

Strang 

Stratton 

Studds 

Stump 

Sundquist 

Sweeney 

Swift 

Swindall 

Synar 

Tallon 

Tauke 

Tauzin 

Taylor 

Thomas  (CA) 

Thomas  (GA) 

Torres 

Torricelli 

Towns 

Traficant 

Valentine 

Vander  Jagt 

Vento 

Visclosky 

Volkmer 

Vucanovich 

Waldon 

Walgren 

Walker 

Watkins 

Weaver 

Weber 

Weiss 

Wheat 

Whitehurst 

Whittaker 

Whitten 

Wilson 

Wirth 

Wise 

Wolf 

Wright 

Wyden 

Wylie 

Yat«s 

Yatron 

Young  (AK) 

Youns  (FL) 

Young  (MO) 


The  SPEAKER  pro  tempore.  On 
this  rollcall,  376  Members  have  record- 
ed their  presence  by  electronic  device, 
a  quorum. 

Under  the  rule,  further  proceedings 
under  the  call  were  dispensed  with. 


a  1130 

PROVIDING  FOR  CONSIDER- 
ATION OF  H.R.  3810,  IMMIGRA- 
TION CONTROL  AND  LEGAL- 
IZATION AMENDMENTS  ACT  OF 
1985 

The  SPEAKER  pro  tempore  (Mr. 
MuRTHA).  The  gentleman  from  Cali- 
fornia [Mr.  Lungren]  is  recognized  for 
4  Vi  minutes. 

Mr.  BARTON  of  Texas.  Mr.  Speak- 
er, will  the  gentleman  yield? 

Mr.  LUNGREN.  I  yield  to  the  gen- 
tleman from  Texas. 

Mr.  BARTON  of  Texas.  Mr.  Speaker,  this 
rule,  and  this  bill,  is  seriously  flawed.  We  have 
one  of  the  most  important  issues  facing  the 
country  today,  immigration  reform,  and  it  is 
brought  to  the  floor  with  less  than  a  week  left 
before  our  scheduled  adjournment  date,  under 


26404 


CONGRESSIONAL  RECORD— HOUSE 


September  26,  1986 


a  rule  that  automaticalty  adapts  23  amend- 
ments, without  debate,  that  have  not  even 
been  made  publicaily  available  to  the  general 
membership  of  the  Congress  Many  of  these 
23  amendments  are  very  controversial.  One 
for  instance,  apparently  prohibits  us  from  de- 
porting Salvadorans  and  Nicaraguans  who 
have  con>e  into  the  United  States  illegally.  An- 
other addresses  the  subject  of  Medicaid  bene- 
fits for  Illegal  aliens.  Many  U.S.  citizens, 
myself  included,  happen  to  believe  that  only 
U.S.  citizens  should  be  eligible  for  such  bene- 
fits, except  in  the  most  serious  life-threatening 
emergency  situations. 

Mr.  Speaker,  I  could  go  on  indefinitely  about 
the  shortcomings  of  the  rule,  the  legislation 
itself,  and  the  procedure  by  which  it  has  t>een 
brought  to  the  floor.  In  the  interests  of  time,  I 
will  not.  Suffice  it  to  say,  the  shortcomings  of 
this  package  are  so  great  that  I  plan  to  vote 
no  on  the  njle,  and  urge  my  colleagues  to  do 
the  same. 

Mr.  PA  WELL.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  LUNGREN.  I  yield  to  the  gen- 
tleman from  Illinois. 

Mr.  FAWELL.  Mr.  Speaker,  on  September  9, 
I  joined  several  of  my  distinguished  colleagues 
in  a  letter  to  the  chairman  of  the  Rules  Com- 
mittee requesting  that  he  allow  our  esteemed 
colleague  from  California,  Dan  Lungren,  an 
opportunity  to  amend  the  seasonal  agricultural 
worker  program  provision  in  H.R.  3810.  My 
colleague  even  testified  before  the  Rules 
Committee  seeking  the  opportunity  to  amend 
this  program  on  the  House  floor.  Unfortunate- 
ly, the  Rules  Committee  denied  this  request. 
We  must  now  deny  them  their  rule. 

What  is  it  about  this  so-called  Schumer  agri- 
cultural proposal  that  affords  it  such  protec- 
tion from  deliberation  by  the  full  House?  In  my 
Education  and  Labor  Committee,  H.R.  3810 
was  considered  without  thorough  review  We 
were  told  that  any  effort  to  alter  the  Schumer 
proposal  would  essentially  gut  any  effort  by 
the  House  to  consider  H.R.  3810  this  session. 
Accordingly,  the  bill  sailed  through  committee. 

I  can  only  conclude  that  this  program  is 
being  protected  by  the  Rules  Committee  be- 
cause it  could  not  survive  an  up  or  down  vote 
or  any  other  alteration  here  on  the  House 
floor.  If  this  is  the  case,  I  would  rather  have 
no  immigration  bill  this  Congress  than  to  see 
us  pass  one  ladened  with  this  ill-conceived, 
give-away  program.  Thus,  I  urge  my  col- 
leagues to  vote  "no"  on  the  previous  question 
so  that  we  may  have  the  opportunity  to 
amend  the  Schumer  proposal. 

There  are  many  bad  provisions  in  H.R. 
3810,  and  we  will  later  get  the  opportunity  to 
vote  on  them,  but  nor>e  is  more  offensive  then 
this  seasonal  agricultural  worker  program.  This 
provision  gives  permanent  resident  status  to 
illegal  aliens  who  worked  in  agriculture  for  at 
least  60  days  between  May  1,  1985,  and  May 
1,  1986.  These  workers  would  be  eligible  im- 
mediately for  entitlement  benefits,  such  as 
food  stamps,  AFDC,  Medicaid,  SSI,  and  unem- 
ployment compensation. 

This  program  should  be  stripped  from  H.R. 
3810  for  two  reasons.  First,  it  provides  a  sep- 
arate legalization  track  for  a  selected  group  of 
illegal  aliens.  Whereas  aliens  not  in  agriculture 
must  prove  tfieir  presence  in  the  United 
States  since  1982  to  obtain  temporary  resi- 


dent status,  these  agricultural  workers  only 
have  to  have  worked  in  agriculture  for  60  days 
to  obtain  permanent  resident  status.  Thus,  ag- 
ricultural workers  will  be  eligible  for  Federal 
benefits  immediately;  all  others  will  have  to 
wait  5  years 

Second,  the  Schumer  proposal  undercuts 
the  implementation  of  an  effective  and  sound 
immigration  policy.  Because  aliens  working  in 
agriculture  can  qualify  immediately  for  perma- 
nent resident  status,  they  may  bring  their  im- 
mediate family  into  the  country  and  all  qualify 
for  Federal  benefits. 

The  bill  further  lures  illegal  aliens  to  this 
country  with  its  replenishment  worker  pro- 
gram. These  agricultural  workers,  allowed 
entry  to  meet  unforeseen  shortages,  could 
become  permanent  residents  after  1  year.  Al- 
though such  workers  would  not  be  eligible  for 
5  years  for  most  Federal  benefits,  other  pro- 
gram benefits  would  remain  available  to  them, 
such  as  food  stamps.  Legal  Services  Corpora- 
tion assistance,  and  some  types  of  housing 
aid.  UfKDn  attaining  permanent  resident  status, 
these  replenishment  workers  could  now  bring 
their  immediate  families  to  the  United  States 
and  qualify  for  Federal  benefits. 

If  we  defeat  the  previous  question,  Mr.  LUn- 
GREN  will  be  permitted  to  offer  a  substitute 
amendment  to  the  Schumer  proposal.  Essen- 
tially, the  Lungren  amendment  would  strike 
the  Schumer  proposal  and  insert  the  Senate- 
passed  immigration  bill's  seasonal  worker  pro- 
gram. 

Although  I  have  some  problems  with  this 
so-called  Wilson  proposal,  it  has  many  lucra- 
tive features.  It  does  not  allow  more  than 
350,000  foreign  workers  into  the  country  at 
any  one  time,  does  not  allow  workers  to  stay 
in  the  United  States  more  than  9  months  out 
of  the  year,  provides  a  monetary  incentive  for 
workers  to  return  to  their  native  countries, 
denies  Federal  welfare  benefits  to  foreign 
workers,  and  expires  at  the  end  of  3  years 
unless  Congress  votes  to  extend  the  program. 
The  Schumer  proposal  is  not  the  solution  to 
the  agricultural  industry's  concerns  or  the  so- 
lution to  our  immigration  problems.  It  is  only 
the  beginning  of  bigger  immigration  problems 
for  our  Nation.  I  urge  my  colleagues  to  sup- 
port the  motion  to  defeat  the  previous  ques- 
tion. 

Mr.  THOMAS  of  California.  Mr. 
Speaker,  will  the  gentleman  yield? 

Mr.  LUNGREN.  I  yield  to  the  gen- 
tleman from  California. 

Mr.  THOMAS  of  California.  Mr. 
Speaker,  I  thank  the  gentleman  for 
yielding  and  just  want  to  indicate  how 
sad  I  believe  this  day  is. 

I  have  heard  Member  after  Member 
take  the  well  and  talk  about  how  re- 
luctantly they  were  going  to  have  to 
support  a  rule  that  they  really  did  not 
believe  in.  It  seems  to  me  that  what  we 
ought  to  do  is  allow  the  majority  of 
this  House  to  express  its  will.  I  believe 
we  ought  to  go  with  the  majority. 

If  you  have  the  belief  in  your  convic- 
tions you  will  also  let  the  majority 
decide.  Vote  no  on  the  previous  ques- 
tion. 

Mr.  LUNGREN.  Mr.  Speaker,  some 
Members  probably  wonder  why  I 
would  be  asking  them  to  vote  no  on 


the  previous  question  and  vote  against 
the  rule  since  they  know  for  the  last  8 
years  I  have  been  on  this  floor  on  a 
weekly,  daily,  monthly  basis  urging  us 
to  get  on  with  the  responsibility  of 
dealing  with  immigration  reform. 

I  think  Members  ought  to  know 
what  they  are  voting  on  today  on  this 
rule  before  they  vote.  You  ought  to 
know  that  there  are  23  substantive 
amendments  to  the  bill  that  are  adopt- 
ed automatically  when  you  adopt  the 
rule.  You  ought  to  know  that  ex- 
tended voluntary  departure,  that  is 
granting  permanent  residence  status, 
that  Is  what  it  amounts  to,  to  every 
Salvadoran  and  every  Nicaraguan  who 
came  into  this  country  illegally  before 
November  of  last  year  is  what  you 
adopt  by  adopting  the  rule. 

No  debate  is  allowed,  no  amend- 
ments are  allowed.  If  you  want  to  talk 
about  super,  super,  super  amnesty, 
that  is  it. 

If  you  really  want  to  talk  about 
super,  super  amnesty,  talk  about  the 
Schumer  amendment.  The  Schumer 
amendment  says  if  you  work  for  60 
days  in  agriculture  between  May  1, 
1985  and  May  1,  1986,  you  have  got  a 
green  card.  May  1  of  1985  to  May  1  of 
1986,  just  work  60  days  in  agriculture 
and  you  have  a  green  card. 

What  is  a  green  card?  That  allows 
you  to  be  here  permanently  in  the 
United  States.  In  5  years,  you  are  a  cit- 
izen. You  have  a  right  to  apply  for  citi- 
zenship, and  immediately  you  can  peti- 
tion to  bring  your  family  in. 

How  many  people?  We  have  heard 
250,000,  maybe  350,000,  Multiply  that 
by  the  number  of  family  members 
that  are  going  to  be  brought  in,  and 
you  are  voting  for  a  super,  super  am- 
nesty. 

I  have  worked  on  my  side  of  the  aisle 
for  the  acceptance  of  the  idea  that  we 
need  some  legalization.  But  I  have 
always  said  that  legalization  has  to  be 
one  time  only,  it  ought  to  be  based  on 
long  time  commitment  of  people  to 
the  United  States.  That  is,  it  is 
humane  for  those  people  who  have 
long  time  commitments  to  the  United 
States,  who  lived  here  to  become  mem- 
bers of  our  community.  It  ought  to  re- 
quire them  additional  obligations  so 
that  there  is  some  recognition  that 
what  we  have  done  in  the  past  is 
wrong,  and  it  ought  not  to  give  the 
signal  in  the  future  that  we  are  going 
to  have  another  legalization  or  amnes- 
ty program. 

The  Schumer  amendment  fails  all  of 
those  things.  Do  you  think  60  days  in 
this  country  is  sufficient  reason  to 
give  citizenship?  Do  you  think  that 
the  fact  that  you  can  replenish  the 
group  for  12  years  suggests  that  some- 
how we  are  not  going  to  have  a  repeat 
of  this  in  the  future?  Do  you  think 
that  the  fact  that  the  replenishment 
group  is  given  preference  to  those  who 
have    been    here    illegally    after    the 
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group  originally  comes  in,  so  in  other 
words,  don't  go  home,  stay  here  ille- 
gally because  you  have  another 
chance  to  get  here. 

I  ask  you:  Is  that  what  we  are  talk- 
ing about  in  terms  of  legalization?  We 
could  debate  it  on  the  floor. 

Two  years  ago  we  adopted  the  Pa- 
netta-Morrison  amendment  which  was 
the  approach  the  House  thought  by  a 
53-vote  margin  ought  to  be  the  way  to 
help  agriculture.  That  is  what  I  have 
tried  to  do  with  the  Lungren  amend- 
ment. I  was  told  in  the  Rules  Commit- 
tee I  would  not  be  allowed  the  amend- 
ment because  they  knew  I  would  pre- 
vail on  the  floor,  because  they  knew  a 
majority  of  the  House  Members  would 
support  that.  Instead,  by  voting  this 
rule,  you  are  not  allowed  to  do  that. 

People  arguing  for  the  rule  have  said 
we  fenced  off  the  question  of  agricul- 
ture. We  have  not  fenced  it  off.  We 
have  given  citizenship  rights  to  any- 
body who  is  here  for  60  days  and 
worked  one  man  day  each  of  those. 

What  kind  of  nonsense  are  we  talk- 
ing about?  Do  you  not  think  you  have 
a  right  to  go  home  to  your  constitu- 
ents and  say  no,  I  did  not  think  we 
ought  to  grant  citizenship  rights  to 
people  who  have  only  been  here  60 
days?  What  are  you  going  to  say  when 
someone  walks  in  the  door  and  says,  I 
have  been  here  from  the  Philippines 
illegally  for  2  years,  or  I  have  been 
here  from  Mexico  for  2  years,  but  I 
cannot  become  a  citizen. 

I  ask  you  please,  please  give  yourself 
a  chance  to  vote  on  these  serious  ques- 
tions. Vote  down  the  previous  question 
so  we  can  be  allowed  to  do  that. 

Mr.  BEILENSON.  Mr.  Speaker,  I 
yield  such  time  as  he  may  consume  to 
the  gentleman  from  California  [Mr. 
Lehman]. 

Mr.  LEHMAN  of  California.  Mr. 
Speaker,  I  rise  in  support  of  the  rule. 

Mr.  BEILENSON.  Mr.  Speaker.  I 
yield  3  minutes,  for  purposes  of  debate 
only,  to  the  distinguished  gentleman 
from  New  Jersey  [Mr.  Rodino],  chair- 
man of  the  Committee  on  the  Judici- 
ary. 

Mr.  MAZZOLI.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  RODINO.  I  yield  to  the  gentle- 
man from  Kentucky. 

Mr.  MAZZOLI.  Mr.  Speaker,  I  thank 
the  gentleman  for  yielding.  I  will  just 
take  a  few  seconds  of  the  time. 

It  grieves  me  very  much  not  to  be  on 
the  same  side  of  this  issue  as  my 
friend  from  California,  with  whom  I 
have  worked  6  years  very  closely  on 
this  issue.  I  do  hope  that  the  House 
votes  up  the  previous  question  and 
votes  up  the  rule. 

I  was  the  only  Democrat  in  our 
panel  to  oppose  the  Schumer  amend- 
ment, and  if  it  had  come  to  us  today  in 
the  form  in  which  it  was  passed  by  the 
Judiciary  Committee  I  would  have 
joined  my  friend  in  his  opposition. 


The  Rules  Committee  has  made  in 
this  bill  five  amendments  which  I 
placed  to  the  Schumer  bill  correcting 
five  of  its  most  egregious  flaws.  Fur- 
ther correction  will  occur  because  of 
the  Ways  and  Means  Committee 
amendments  in  this  bill,  and  I  hope 
further  correction  will  occur  in  the 
conference. 

I  ask  the  House  to  let  the  committee 
work  its  will,  vote  up  the  previous 
question,  and  vote  up  the  rule. 

Mr.  RODINO.  Mr.  Speaker,  let  me 
point  out  to  the  House  that  15  years 
ago  when  the  undocumented  alien 
problem  first  came  to  the  scene  I,  as 
then  chairman  of  the  Subcommittee 
on  Immigration,  stressed  the  need  for 
remedial  legislation  and  I  came  up 
with  the  concept  of  employer  sanc- 
tions to  remove  the  magnet-jobs  draw- 
ing aliens  to  this  country. 

At  that  time,  there  were  some 
300,000  aliens  apprehended  attempt- 
ing to  illegally  enter  this  country  to 
find  a  job.  Today  there  are  2  million  il- 
legals being  apprehended  yearly.  If  we 
intend  to  do  anything  to  bring  about 
reform,  we  must  enact  sanctions.  We 
must  adopt  a  legalization  program 
which  will  bring  undocumented  aliens 
with  equities  and  family  here  out  of 
the  shadows  and  thereby  remove  their 
vulnerable  and  exploitable  status. 
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The  Rules  Committee  fashioned  a 
fair  and  balanced  rule  that  will  allow 
this  to  happen.  There  were  so  many 
amendments  sought  to  be  offered, 
that  all  could  not  be  made  in  order. 
Some  amendments  I  would  have  liked 
to  debate  were  not  made  in  order. 
Others  were  made  in  order  that  I 
would  have  preferred  not  to  debate. 

The  gentleman  from  California  [Mr. 
Lungren]  has  three  amendments  that 
have  been  made  in  order  which  were 
offered  in  committee  and  defeated 
soundly.  I  would  like  to  point  out  that 
the  very  amendment  that  he  wants  to 
offer  now,  which  he  complains  about 
not  having  been  made  in  order  is  one 
that  would  provide  for  a  guest-worker 
program.  Such  an  amendment,  I 
assure  you,  will  kill  the  bill. 

I,  for  one,  will  withdraw  my  support 
and  do  everything  possible  to  ensure 
that  we  do  not  have  any  bill  with  a 
guest-worker  program.  The  reason 
why  we  failed  in  the  last  session  to 
reach  a  conference  compromise  was 
for  the  reason  that  we  were  unable  to 
resolve  the  impasse  that  had  devel- 
oped on  the  agricultural  question  even 
though  it  involves  only  10  percent  to 
15  percent  of  the  total  undocumented 
alien  problem.  The  Schumer-Berman- 
Panetta  compromise  has  apparently 
accomplished  this  and  satisfied  both 
the  growers  and  farm  labor. 

Mr.  Speaker,  for  these  reasons  I  urge 
my  colleagues  to  support  the  rule.  A 
vote  against  it  is  a  vote  against  immi- 
gration reform.  A  vote  against  it  is  a 


vote  to  preserve  the  status  quo  of  open 
borders  and  of  massive  exploitation  of 
millions  of  undocumented  aliens  in 
this  country. 

To  defeat  the  rule  is  to  bring  about 
the  demise  of  immigration  reform  leg- 
islation for  this  Congress.  We  cannot 
let  that  happen.  To  defeat  the  rule  is 
to  simply  put  our  heads  in  the  sand 
and  allow  a  pressing  problem  to 
become  an  overwhelming  problem. 

The  American  public  is  demanding 
action  now  and  I  hope  this  Congress 
does  not  let  them  down. 

Mr.  BEILENSON.  Mr.  Speaker.  I 
yield  myself  such  time  as  I  may  con- 
sume. 

Mr.  Speaker,  the  questions  that  were 
raised  by  the  gentleman  from  Califor- 
nia [Mr.  Lungren]  have  been  debated 
back  and  forth  for  the  past  hour 
almost.  I  am  sorry  that  more  Members 
were  not  here  to  hear  the  debate. 

The  rule  in  effect  does  say. 

Don't  let  the  farmworker  problem,  which 
has  been  solved  in  this  legislation  in  a 
manner  acceptable  by  all  of  the  interests  in- 
timately concerned  with  it:  The  growers,  the 
laborers,  the  farmworkers  themselves;  don't 
let  this  limited  issue  destroy  our  chances  of 
getting  real  immigration  reform.  Let's  fence 
off  and  protect  for  the  moment  the  agree- 
ment that  has  been  reached  about  what  to 
do  exactly  about  the  200.000  to  300.000  per- 
sons who  are  needed  each  year  to  harvest 
these  crops,  so  that  we  may  solve  the  basic 
and  much  larger  problem  of  ensuring  that 
the  between  1  and  2  million  illegals  who 
come  in  each  year  will  no  longer  be  able  to 
do  so. 

As  every  speaker  has  mentioned,  this 
is  a  most  important  bill.  We  should 
move  ahead  and  consider  it.  We  have 
the  right  and  we  should  have  the  duty 
to  control  our  borders,  our  continuing 
failure  to  do  so  breeds  an  immense 
amount  of  disrespect  for  the  law.  The 
current  law  is  inconsistent  and  inde- 
fensible. It  is  unlawful  for  someone 
who  is  here  illegally  to  work,  but  it  is 
not  unlawful  for  an  employer  to  hire 
someone  whom  he  knows  is  here  ille- 
gally for  work. 

Perhaps  most  importantly  the  large- 
scale  illegal  immigration  of  people  into 
the  United  States  has  led  to  the  devel- 
opment and  rapid  growth  in  this  coun- 
try of  a  subculture,  of  a  second  class  of 
persons  who  are  without  rights  or  pro- 
tection under  our  laws,  and  are  preyed 
upon  by  landlords,  employers,  and 
criminals. 

Finally,  it  is  imfair  to  those  who  are 
waiting  patiently  to  come  into  this 
country  legally,  for  us  to  continue  to 
turn  our  backs  on  the  huge  number  of 
persons  who  are  pouring  over  our  bor- 
ders illegally. 

Let  us  pass  this  rule  and  get  on  with 
the  business  of  confronting  in  a  seri- 
ous and  determined  way  this  most  seri- 
ous and  pressing  domestic  issue. 

Mr.  Speaker,  I  move  the  previous 
question  on  the  resolution. 
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The  SPEAKER  pro  tempore.  The 
question  is  on  ordering  the  previous 
question. 

The  question  was  taken;  and  the 
Speaker  pro  tempore  announced  that 
the  noes  appeared  to  have  it. 

RECORDED  VOTE 

Mr.  BEILENSON.  Mr.  Speaker,  I 
demand  a  recorded  vote. 

A  recorded  vote  was  ordered. 

The   vote   was   taken   by   electronic 
device,  and  there  were— ayes  196,  noes 
189.  not  voting  47,  as  follows: 
[Roll  No.  4191 


Abercrombie 
Ackerman 
Akaka 
Alexander 
Annunzio 
Anthony 
Aspin 
Atkins 
AuCoin 
Barnard 
Barnes 
Bates 
Bedell 
Beilenson 
Bennett 
Berman 
Boland 
Boner  (TN) 
Bonior  (MI) 
Bonker 
Borski 
Bosco 
Boucher 
Boxer 
BrowTi  I CA I 
Bruce 
Bryant 
Bustamante 
Carper 
Can- 
Clay 
Coelho 

Coleman  (TX) 
Collins 
Conyers 
Cooper 
Coyne 
Daniel 
Darden 
Daschle 
de  la  Garza 
Dellums 
Dicks 
Dixon 
Donnelly 
Dorgan  (ND) 
Downey 
Dreier 
Durbin 
D»yer 
Dymally 
Dyson 
Early 

Eckart  (OH) 
Edwards  (CA) 
Evans  (lA) 
Evans (IL) 
Pascell 
Fazio 
Feighan 
Fish 
Plorio 
Foglietta 
Foley 
Ford  (MI) 
Ford  (TN) 


Anderson 

Andrews 

Applegate 

Archer 

Armey 

Badham 

Bartlett 


AYES- 196 

Prank 

Frost 

Fuqua 

Garcia 

Gaydos 

Gejdenson 

Gilman 

Glickman 

Gordon 

Gray  (IL) 

Gray  (PA) 

Green 

Guarini 

Hall  (OH) 

Hamilton 

Hatcher 

Hawkins 

Hayes 

Hefner 

Hertel 

Howard 

Hoyer 

Jenkins 

Jones  ( NC ) 

Jones  (TN) 

KanjorskI 

Kaptur 

Kastenmeier 

Kennelly 

Kildee 

Kostmayer 

LaPalce 

Leath  (TX) 

Lehman  (CA) 

Lehman  (FL) 

Leland 

Levin  (MI) 

Levine  (CA) 

Lipinski 

Long 

LowTy  (WA) 

Luken 

MacKay 

Man  ton 

Markey 

Matsui 

Mavroules 

Mazzoli 

McCloskey 

McCurdy 

McHugh 

McKinney 

Mica 

Miller  (CA) 

Mineta 

Moakley 

Mollohan 

Moody 

Morrison  (CT) 

Morrison  (WA) 

Mrazek 

Martha 

Natcher 

Nelson 

Nowak 

Oakar 

NOES— 189 

Barton 

Bateman 

Bentley 

Bereuter 

Bevill 

Bilirakis 

Bliley 


Ot)erstar 

Obey 

Olin 

Ortiz 

Owens 

Packard 

Panetta 

Pashayan 

Pease 

Penny 

Pepper 

Perkins 

Price 

Rahall 

Rangel 

Reid 

Richardson 

Rod  i  no 

Roemer 

Rose 

Rostenkowski 

Rowland  (GA) 

Roybal 

Russo 

Sabo 

Schumer 

Seil)erling 

Sharp 

Sikorski 

Sisisky 

Skelton 

Slattery 

Smith  (FL) 

Smith  (lA) 

Smith.  Robert 

(OR) 
Solarz 
Spratt 
St  Germain 
Stallings 
Stark 

St  rat  ton 

Studds 

Swift 

Synar 

Tallon 

Thomas  (GA) 

Torres 

Towns 

Traficant 

Udall 

Valentine 

Vento 

Visclosky 

Waldon 

Walgren 

Weaver 

Weiss 

Wheat 

Whitten 

Wise 

Wright 

Wyden 

Yates 

Young  (MO) 


Boehlert 

Hoggs 

Boulter 

Brooks 

Broomfield 

Brown  (CO) 

Burton  (IN) 


Byron 

Callahan 

Carney 

Chandler 

Chapman 

Cheney 

dinger 

Coats 

Cobey 

Coble 

Coleman  (MO) 

Combest 

Conte 

Coughlin 

Courter 

Crane 

Dannemeyer 

Daub 

Davis 

DeLay 

DeWine 

Dickinson 

DioGuardi 

Dornan  (CA) 

Dowdy 

Duncan 

Eckert  (NY) 

Emerson 

English 

Erdreich 

Fawell 

Fiedler 

Fields 

Flippo 

Franklin 

Frenzel 

Gallo 

Gekas 

Gingrich 

Gonzalez 

Goodling 

Gradlson 

Gunderson 

Hall.  Ralph 

Hendon 

Henry 

Hiler 

Holt 

Hopkins 

Horton 

Hubbard 

Hunter 

Hutto 

Hyde 

Ireland 

Jacobs 

Jeffords 


Johnson 

Kasich 

Kemp 

Kleczka 

Kolbe 

Kolter 

Lagomarsino 

Leach  (lA) 

Lent 

Lewis  (CA) 

Lewis  (FL) 

Lightfoot 

Livingston 

Uoyd 

Loeffler 

Lot  I 

Lowery  (CA) 

Lujan 

Lungren 

Mack 

Madigan 

Marlenee 

Martin  <IL) 

Martin  (NY) 

McCain 

McCandless 

McCollum 

McEwen 

McGrath 

McKernan 

McMillan 

Meyers 

Michel 

Miller  (OH) 

Miller  (WA) 

Molinari 

Montgomery 

Moorhead 

Murphy 

Myers 

Neal 

Nichols 

Nielsen 

Oxley 

Petri 

Pickle 

Porter 

Pursell 

Quillen 

Ray 

Ridge 

Rinaldo 

Ritter 

Roberts 

Robinson 

Roe 

Rogers 


Roth 

Roukema 

Rowland  (CT) 

Rudd 

Sax  ton 

Schaefer 

Scheuer 

Schroeder 

Schuette 

Schuize 

Sensenbreilner 

Shaw 

Shelby 

Shumway 

Shuster 

Siljander 

Skeen 

Slaughter 

Smith  (NE) 

Smith  'NJ) 

Smith.  Denny 

(OR) 
Smith.  Robert 

(NH) 
Snowe 
Snyder 
Solomon 
Spence 
Staggers 
Stangeland 
Stenholm 
Strang 
Stump 
Sundqui.st 
Sweeney 
Swindall 
Tauke 
Tauzin 
Taylor 

Thomas  (CA) 
Torricelli 
Vander  Jagt 
Volkmer 
Vucanovich 
Walker 
Watkins 
Weber 
Whitehurst 
Whittaker 
Wilson 
Wirth 
Wolf 
Wylie 
Yatron 
Young  (AKi 
Young (FL) 


NOT  VOTING-47 


Biaggi 

Breaux 

Burton  (CA) 

Campbell 

Chappell 

Chappie 

Craig 

Crockett 

Derrick 

Dingell 

Edgar 

Edwards  (OK) 

Fowler 

Gephardt 

Gibbons 

Gregg 


Grotberg 

Hammerschmidt 

Hansen 

Hartnelt 

Hillis 

Huckaby 

Hughes 

Jones  (OK) 

Kindness 

Kramer 

Lantos 

Latta 

Lundine 

Martinez 

McDade 

Mikulski 
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Mitchell 

Monson 

Moore 

Parris 

Regula 

Savage 

Schneider 

Stokes 

Traxler 

Waxman 

Whitley 

Williams 

Wolpe 

Wortlcy 

Zschau 


RECORDED  VOTE 

Mr.  BEILENSON.  Mr.  Speaker,  I 
demand  a  recorded  vote. 

A  recorded  vote  was  ordered. 

The  vote  was  taken  by  electronic 
device,  and  there  were— ayes  180,  noes 
202,  not  voting  50,  as  follows: 

[Roll  No.  420] 


Mr.  TRAFICANT  changed  his  vote 
from  "no"  to  "aye." 

So  the  previous  question  was  or- 
dered. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

The  SPEAKER  pro  tempore  (Mr. 
MuRTHA).  The  question  is  on  the  reso- 
lution. 

The  question  was  taken;  and  the 
Speaker  pro  tempore  announced  that 
the  noes  appeared  to  have  it. 


AYES-180 

Abercrombie 

Frank 

Oberstar 

Ackerman 

Fuqua 

Obey 

Akaka 

Garcia 

Olin 

Annunzio 

Gejdenson 

Ortiz 

Anthony 

Gilman 

Owens 

Aspin 

Glickman 

Packard 

Atkins 

Gordon 

Panetta 

AuCoin 

Gray  (IL) 

Pashayan 

Barnes 

Gray  (PA) 

Penny 

Bates 

Green 

Pepper 

Bedell 

Guarini 

Perkins 

Beilenson 

Hall  (OH) 

Price 

Bennett 

Hamilton 

Quillen 

Berman 

Hatcher 

Rahall 

Boggs 

Hawkins 

Rangel 

Boland 

Hayes 

Reid 

Bonior  (MI) 

Hertel 

Richardson 

Bonker 

Howard 

Rodino 

Borski 

Hoyer 

Roemer 

Bosco 

Hutto 

Rose 

Boucher 

Jones  (NC) 

Rostenkowski 

Boxer 

Jones  (TN) 

Sabo 

Brown  (CA) 

Kaptur 

Schroeder 

Bruce 

Kastenmeier 

Schumer 

Bryant 

Kennelly 

Seiberling 

Bustamante 

Kildee 

Sharp 

Carper 

Kostmayer 

Sikorski 

Chandler 

LaFalce 

Sisisky 

Clay 

Leath  (TX) 

Skelton 

Coelho 

Lehman  (CA) 

Slattery 

Coleman  (TX) 

Lehman  (FL) 

Smith  (FL) 

Collins 

Leland 

Smith.  Robert 

Conte 

Levin  (MI) 

(OR) 

Conyers 

Levine  (CA) 

Solarz 

Cooper 

Long 

Spratt 

Coyne 

Lowry  (WA) 

St  Germain 

Daniel 

Luken 

Staggers 

Daschle 

MacKay 

Stallings 

Dellums 

Manton 

Stark 

Dicks 

Markey 

Stratton 

Dingell 

Matsui 

Studds 

DioGuardi 

Mavroules 

Swift 

Dixon 

Mazzoli 

Synar 

Donnelly 

McCloskey 

Thomas  (GA) 

Downey 

McCurdy 

Torres 

Durbin 

McHugh 

Towns 

Dwyer 

McKinney 

Udall 

Dymally 

Miller  (CA) 

Vento 

Dyson 

Mineta 

Visclosky 

Early 

Moakley 

Volkmer 

Eckart  (OH) 

Mollohan 

Waldon 

Edwards  (CA) 

Moody 

Weaver 

Evans (IL) 

Morrison  (CT) 

Weiss 

Fascell 

Morrison  (WA) 

Wheat 

Fazio 

Mrazek 

Wise 

Feighan 

Murtha 

Wright 

Fish 

Natcher 

Wyden 

Florio 

Nelson 

Yates 

Foglietta 

Nielson 

Young  (MO) 

Foley 

Nowak 

Ford  (MI) 

Oakar 
NOES-202 

Anderson 

Brown  (CO) 

Davis 

Andrews 

Burton  (IN) 

DeLay 

Applegate 

Byron 

DeWine 

Archer 

Callahan 

Dickinson 

Armey 

Carney 

Dornan  (CA) 

Badham 

Carr 

Dowdy 

Barnard 

Chapman 

Dreier 

Bartlett 

Cheney 

Duncan 

Barton 

dinger 

Eckert  (NY) 

Bateman 

Coats 

Emerson 

Bentley 

Cobey 

English 

Bereuter 

Coble 

Erdreich 

Bevill 

Coleman  (MO) 

Evans (lA) 

Bilirakis 

Combest 

Fawell 

Bliley 

Coughlin 

Fiedler 

Boehlert 

Courter 

Fields 

Boner  (TN) 

Crane 

Flippo 

Boulter 

Dannemeyer 

Ford  (TN) 

Brooks 

Darden 

Franklin 

Broomfield 

Daub 

Frenzel 

September 

Frost 

Gallo 

Gaydos 

Gekas 

Gingrich 

Gonzalez 

Goodling 

Gradison 

Gunderson 

Hall.  Ralph 

Hefner 

Hendon 

Henry 

Hiler 

Holt 

Hopkins 

Horton 

Hubbard 

Hughes 

Hunter 

Hyde 

Ireland 

Jacobs 

Jeffords 

Jenkins 

Johnson 

Kanjorski 

Kasich 

Kemp 

Kleczka 

Kolbe 

Kolter 

Lagomarsino 

Leach  (lA) 

Lent 

Lewis  (CA) 

Lewis  (FL) 

Lightfoot 

Lipinski 

Livingston 

Lloyd 

Loeffler 

Lott 

Lowery  (CA) 

Lujan 

Lungren 

Mack 

Madigan 

1 

Alexander 

Biaggi 

Breaux 

Burton  (CA) 

Campbell 

Chappell 

Chappie 

Craig 

Cr(x:kett 

de  la  Garza 

Derrick 

Dorgan  (ND) 

Edgar 

Edwards  (OK) 

Fowler 

Gephardt 

Gibbons 


The  Clerl 

pairs: 
On  this  vc 
Mr.  Stokes 
Mr.    Martii 

against. 
Mr.  Mitche 
Mr.  Wolpe  ] 
Mr.  Waxmi 

So  the  re; 

The  resu 
nounced  as 

A  motion 
the  table. 
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Frost 

Marlenee 

Shelby 

Gallo 

Martin  (ID 

Shumway 

Caydos 

Martin  (NY) 

Shuster 

Gekas 

McCain 

Siljander 

Gingrich 

McCandless 

Skeen 

Gonzalez 

McCollum 

Slaughter 

Goodling 

McEwen 

Smith  (lA) 

Gradison 

McGrath 

Smith  (NE) 

Gunderson 

McKernan 

Smith  (NJ) 

Hall.  Ralph 

McMillan 

Smith,  Denny 

Hefner 

Meyers 

(OR) 

Hendon 

Mica 

Smith.  Robert 

Henry 

Michel 

(NH) 

Hller 

Miller  (OH) 

Snowe 

Holt 

Miller  (WA) 

Snyder 

Hopkins 

Molinari 

Solomon 

Horton 

Montgomery 

Spence 

Hubbard 

Moorhead 

Stangeland 

Hughes 

Murphy 

Stenholm 

Hunter 

Myers 

Strang 

Hyde 

Neal 

Stump 

Ireland 

Nichols 

Sundquist 

Jacobs 

Oxley 

Sweeney 

Jeffords 

Pease 

Swindall 

Jenkins 

Petri 

Tallon 

Johnson 

Pickle 

Tauke 

Kanjorski 

Porter 

Tauzin 

Kasich 

Pursell 

Taylor 

Kemp 

Ray 

Thomas  (CA) 

Kleczka 

Ridge 

Torricelli 

Kolbe 

Rinaldo 

Traficant 

Kolter 

Ritter 

Valentine 

Lagomarsino 

Robinson 

Vander  Jagt 

Leach  (lA) 

Roe 

Vucanovich 

Lent 

Rogers 

Walgren 

Lewis  (CA) 

Roth 

Walker 

Lewis  (FL) 

Roukema 

Watkins 

Lightfoot 

Rowland  (CT) 

Weber 

Lipinski 

Rowland  (GA) 

Whitehurst 

Livingston 

Roybal 

Whittaker 

Uoyd 

Rudd 

Whitten 

Loefner 

Saxton 

Wilson 

Lott 

Schaefer 

Wirth 

Lowery  (CA) 

Scheuer 

Wolf 

Lujan 

Schuette 

Wylie 

Lungren 

Schulze 

Yatron 

Mack 

Sensenbrenner 

Young  (AK) 

Madigan 

Shaw 

Young (FL) 

NOT  VOTING- 

-50 

Alexander 

Gregg 

Monson 

Biaggi 

Grotberg 

Moore 

Breaux 

Hanunerschmidt  Parris 

Burton  (CA) 

Hansen 

Regula 

Campbell 

Harlnett 

RoberU 

Chappell 

Hillis 

Russo 

Chappie 

Huckaby 

Savage 

Craig 

Jones  (OK) 

Schneider 

Crockett 

Kindness 

Stokes 

de  la  Garza 

Kramer 

Traxler 

Derrick 

Lantos 

Waxman 

Dorgan  (ND) 

Latta 

Whitley 

Edgar 

Lundine 

Williams 

Edwards  (OK) 

Martinez 

Wolpc 

Fowler 

McDade 

Wortley 

Gephardt 

Mikulski 

Zschau 

Gibbons 

Mitchell 

D  1215 

The  Clerk  announced  the  following 
pairs: 

On  this  vote: 

Mr.  Stokes  for,  with  Mr.  Kramer  against. 

Mr.  Martinez  for,  with  Mr.  Wortley 
against. 

Mr.  Mitchell  for,  with  Mr.  Parris  against. 

Mr.  Wolpe  for,  with  Mr.  Kindness  against. 

Mr.  Waxman  for.  with  Mr.  Craig  against. 

So  the  resolution  was  not  agreed  to. 

The  result  of  the  vote  was  an- 
nounced as  above  recorded. 

A  motion  to  reconsider  was  laid  on 
the  table. 


nation  from  the  Committee  on  Armed 
Services: 

House  of  Representatives, 
Washington,  DC,  September  24,  1986. 
Hon.  Thomas  P.  O'Neill, 
Speaker  of  the   House  of  Representatives, 
Washington.  DC. 
Dear  Mr.  Speaker:  I  hereby  submit  my 
resignation  as  a  member  of  House  Armed 
Services  Committee,  and  ask  that  my  resig- 
nation become  effective  as  of  the  close  of 
business  September  26.  1986. 
Sincerely, 

Elwood  H.  "Bud"  Hillis, 

Member  of  Congress. 


ELECTION  AS  MEMBER  OF  COM- 
MITTEE ON  ARMED  SERVICES 

Mr.  MICHEL.  Mr.  Speaker,  by  direc- 
tion of  the  Republican  Conference,  I 
offer  a  privileged  resolution  (H.  Res. 
565)  and  ask  for  its  immediate  consid- 
eration. 

The  Clerk  read  the  resolution,  as  fol- 
lows: 

H.  Res.  565 

Resolved,  That  Representative  James  V. 
Hansen,  of  Utah,  be  and  is  hereby  elected  to 
the  Committee  on  Armed  Services. 

The  resolution  was  agreed  to. 
A  motion  to  reconsider  was  laid  on 
the  table. 


RESIGNATION  AS  MEMBER  OF 
COMMITTEE  ON  ARMED  SERV- 
ICES 

The   SPEAKER    pro   tempore    laid 
before  the  House  the  following  resig- 


LEGISLATIVE  PROGRAM 

(Mr.  LOTT  asked  and  was  given  per- 
mission to  address  the  House  for  1 
minute.) 

Mr.  LOTT.  Mr.  Speaker,  I  am 
pleased  to  yield  to  the  distinguished 
majority  leader  for  the  purpose  of  in- 
quiring about  the  schedule  for  next 
week. 

Mr.  WRIGHT.  I  thank  the  gentle- 
man for  yielding  to  me. 

Mr.  Speaker,  the  program  for  today 
has  been  somewhat  subsumed.  We  will 
have  1 -minute  speeches.  Then,  there  is 
no  further  business  scheduled  for 
today. 

We  expect  on  Monday  to  meet  at  12 
noon  and  to  take  up  approximately  16 
bills  under  suspension  of  the  rules. 
The  16  suspensions  are  as  follows: 

H.R.  5490,  retiree  benefits  under 
labor  contracts; 

H.R.  5558,  administrative  naturaliza- 
tion bill; 

H.R.  5541,  private  debt  collection; 

H.R.  5362,  Supreme  Court  police; 

H.R.  5390,  Arkansas-Mississippi 
Great  River  Bridge  Compact; 

H.R.  4823,  INS  (Immigration-Natu- 
ralization Service)  efficiency  bill; 

H.R.  4444,  consular  efficiency  bill; 

H.R.  5559,  Immigration  and  Natural- 
ization Service  bill; 

H.R.  4059.  Red  River  Valley  Fighter 
Pilots  Charter; 

H.R.  5363.  Declaration  of  Taking  Act 
amendments; 

H.R.  3737,  Immigration-Naturaliza- 
tion Act  amendments  re  marriage 
fraud; 

H.R.  5560.  child  pornography; 


H.R.  5576,  domestic  banking  stabili- 
ty and  housing  bill; 

H.R.  5564,  Housing  Act  amendments; 

H.R.  5554,  Community  Development 
Credit  Union  Loan  Fund;  and 

H.R.  4917,  Depository  Institution 
Examination  Improvement  Act  of 
1986. 

On  Tuesday,  we  have  an  additional 
number  of  suspensions,  and  there  may 
be  as  many  as  25  on  that  day.  Those 
suspensions  are  as  follows: 

H.R.  5595,  SSI  improvement  amend- 
ments of  1986; 

H.  Res.  556,  chocolate  tariff  bill; 

H.  Con.  Res.  332,  concerning  Soviet 
Union's  persecution  of  Helsinki  moni- 
toring; 

S.  Con.  Res.  143,  sense  of  Congress 
re  resumption  of  U.N.  Commissioner 
for  Vietnam  Refugees'  Orderly  Depar- 
ture; 

H.  Res.  437,  Presidential  Summit 
Against  International  Terrorism; 

H.  Con.  Res.  384,  sense  of  Congress 
re  Soviet  Union  interference  with 
postal  communications; 

H.  Con.  Res.  391,  calling  on  Soviet 
Union  to  cease  interference  with  Voice 
of  America; 

H.R.  4712,  Klamath  River  Basin; 

H.J.  Res.  626,  Palau  Compact; 

H.R.  5508,  Sipsey  Scenic  River  and 
Wilderness  in  Alabama; 

H.R.  5496,  Georgia  Wilderness; 

H.R.  5332,  Haida  land  exchange  in 
Alaska; 

H.R.  5459,  Secretary  of  the  Interior's 
authority  re  Utah  land; 

H.R.  5389,  Alaska  public  lands: 

H.J.  Res.  699.  uranium  enrichment 
bill; 

H.R.  5192,  NRC  Emergency  Re- 
sponse Program; 

H.R.  3352,  Property  transfer  to  Mes- 
quites  in  Nevada; 

S.  565.  Arizona  land  conveyance; 

H.R.  2868,  land  claims  of  Wampan- 
oag  Indians  of  Gay  Head,  MA; 

H.R.  5390,  Arkansas-Mississippi 
Great  River  Bridge  Compact; 

H.R.  4961,  National  Transportation 
Safety  Board  amendments; 

H.R.  5488,  amend  FEMA  (Federal 
Emergency  Management  Agency): 

H.R.  5020,  additional  White  House 
protection; 

H.R.  5568,  Truck  Safety  Program; 
and 

S.  1124,  deregulate  freight  forward- 
ing industry. 

Members  really  need  to  expect  some 
further  action  on  the  continuing  reso- 
lution, on  the  Omnibus  Budget  Recon- 
ciliation Act.  and  on  the  Debt  Limit 
Extension.  Those  are  the  three  re- 
maining necessary  actions  which  the 
Congress  must  complete  prior  to  being 
able  to  adjourn  sine  die. 

We  hope  those  will  come  and  be  re- 
solved next  week.  In  addition  to  that, 
there  may  be  other  conference  reports 
that  would  arise. 
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Mr.  LOTT.  I  thank  the  gentleman 
for  that  information.  Let  me  ask  a 
couple  of  questions  to  make  sure  the 
membership  understands. 

The  business  for  the  day  then  is 
completed,  in  view  of  the  vote,  except 
for  the  1-minute  speeches;  is  that  cor- 
rect? And.  of  course,  special  orders? 

Mr.  WRIGHT.  That  is  correct.  We 
have  no  business  scheduled  at  this 
time,  save  for  the  1-minute  speeches 
and  special  orders. 

Mr.  LOTT.  On  Monday,  the  House 
will  come  in  at  12  and  will  take  up  this 
list  of  suspensions.  Does  the  gentle- 
man anticipate  votes  on  Monday? 

Mr.  WRIGHT.  Yes.  Undoubtedly, 
there  will  be  some  votes  on  Monday. 
These  suspensions  will  be  debated  and 
then,  at  the  conclusion  of  the  debate, 
votes  will  be  taken  Monday  on  any 
suspensions  on  which  votes  have  been 
requested. 

Then  it  is  possible,  as  the  gentleman 
knows,  that  we  might  have  a  further 
vote  on  a  matter  of  some  importance, 
which  I  would  not  want  to  anticipate, 
nor  prejudge  the  action  of  the  Chief 
Executive  of  the  Nation. 

Mr.  LOTT.  Yes.  sir.  I  think  the  in- 
formation we  have  received  in  commu- 
nicating with  the  leadership  on  your 
side  of  the  aisle  is  that  the  votes  prob- 
ably would  not  occur  before  around  3 
o'clock  or  thereafter  on  Monday;  is 
that  correct? 

Mr.  WRIGHT.  The  gentleman  is  ab- 
solutely right.  It  seems  plausible  that 
debates  on  this  many  suspensions 
would  take  us  from  noon  until  at  least 
3  o'clock  so  that  Members  be  advised 
that  they  reasonably  could  expect 
votes  not  to  occur  prior  to  that  time. 
Also,  they  should  be  advised  that 
there  will  be  some  votes  on  Monday. 

Mr.  LOTT.  All  right,  sir.  Now.  the 
gentleman  says  that  there  are  a 
number  of  suspensions  anticipated  on 
Tuesday? 

Mr.  WRIGHT.  Yes.  sir. 

Mr.  LOTT.  Some  25  are  listed  on  the 
tentative  schedule. 

Mr.  WRIGHT.  There  is  a  tentative 
schedule  list  of  25  for  Tuesday  in  addi- 
tion to  the  16  scheduled  for  Monday. 

Mr.  LOTT.  Would  the  majority 
leader  anticipate  a  request  for  addi- 
tional suspensions  on  Wednesday? 

Mr.  WRIGHT.  It  is  altogether  possi- 
ble. I  do  not  know  that  it  will  be  requi- 
site if  we  complete  these.  This  may 
clean  it  up.  but  as  the  gentleman 
knows,  there  always  are  possibilities 
that  a  committee  may  bring  up  addi- 
tional bills  and  demand  their  consider- 
ation. 

Mr.  LOTT.  Is  it  anticipated  that 
there  will  be  an  emergency  meeting  of 
the  Rules  Committee  either  later  on 
today  or  possibly  Monday  with  further 
reference  to  the  rule  for  the  immigra- 
tion reform  and  legalization  amend- 
ments? 

Mr.  WRIGHT.  There  is  no  plan  to 
ask  the  Rules  Committee  to  do  any- 


thing further  today.  As  for  Monday,  I 
think  the  evil  of  the  day  will  be  suffi- 
cient to  the  day  thereof— or  whatever 
that  famous  quote  is.  Let  us  wait  until 
Monday  and  discover  what  problems 
we  have  then. 

Mr.  LOTT.  I  thank  the  gentleman. 

One  final  request:  We  are  in  what  we 
hope  will  be  the  last  hours  of  the  ses- 
sion. 

D  1225 

We  will  have  a  long  list  of  suspen- 
sions, both  on  Monday  and  on  Tues- 
day, and  perhaps  others,  but  we  would 
like  to  ask  that  your  leadership  be 
sure  to  communicate  with  us  and  we 
understand  what  you  are  trying  to 
bring  up  so  that  we  can  hopefully 
work  together  and  support  you  in  that 
effort. 

I  think  if  you  would  give  us  the  ben- 
efit of  that  communication  informa- 
tion, it  would  save  us  some  time  and 
maybe  some  difficulty. 

Mr.  WRIGHT.  Mr.  Speaker,  as 
usual,  the  gentleman  makes  a  good 
point  and  as  always,  we  will  try  as  best 
we  can  to  work  together  and  share 
what  information  we  have  to  avoid 
any  surprises. 

Mr.  LOTT.  Mr.  Speaker,  one  final 
question:  Does  the  gentleman  antici- 
pate any  possibility  that  the  Congress 
could  finish  this  session  sine  die,  as 
originally  hoped,  on  Friday,  October 
3? 

Mr.  WRIGHT.  There  is  always  that 
possibility.  Hope  springs  eternal.  It 
may  be  more  possible  than  likely,  but 
it  is  possible.  That  remains  our  goal. 

Mr.  LOTT.  Thank  you  for  that  clari- 
fication. That  is  about  what  we 
thought. 

Mr.  WRIGHT.  I  am  glad  I  was  able 
to  give  the  gentleman  that  definitive 
answer. 

Mr.  LOTT.  On  PYiday  afternoon,  we 
would  be  out  of  session,  regardless,  at 
sundown;  is  that  correct? 

Mr.  WRIGHT.  We  will  be  out  of  ses- 
sion at  sundown  for  the  observance  of 
the  holy  days  of  the  Jewish  faith. 
That  does  not  anticipate  a  sine  die  ad- 
journment if  we  have  not  completed 
our  business.  We  would  expect  to  be  in 
session  the  following  week. 

Mr.  LOTT.  Whether  it  is  sine  die  or 
just  stopping  in  view  of  that  observ- 
ance, we  will  stop  by  sundown. 

Mr.  WRIGHT.  The  gentleman  is  ex- 
actly right.  There  is  no  expectation  of 
our  staying  in  session  at  a  time  that 
would  conflict  with  the  observance  of 
the  Jewish  holiday.  We  would  like  to 
finish  all  of  our  work,  if  we  can,  by 
that  time. 

If  we  carmot,  if  it  is  not  possible, 
then  we  would  expect  to  be  in  session 
the  following  week. 

Mr.  LOTT.  Mr.  Speaker.  I  thank  the 
distinguished  majority  leader  and 
yield  back  the  balance  of  my  time. 


FURTHER  LEGISLATIVE 
BUSINESS 


(Mr.  WRIGHT  asked  and  was  given 
permission  to  address  the  House  for  1 
minute.) 

Mr.  WRIGHT.  Mr.  Speaker,  I  yield 
to  the  gentleman  from  Pennsylvania 

[Mr.  FOGLIETTAl. 

Mr.  POGLIETTA.  Mr.  Speaker,  I 
know,  as  you  stated,  that  we  should 
not  anticipate  any  action  by  the  Chief 
Executive.  However,  a  possibility  does 
exist  that  some  action  might  be  taken 
on  the  part  of  the  Chief  Executive 
which  would  give  us  some  additional 
considerations  to  take  care  of  on 
Monday  or  immediately  thereafter. 

If  that  action  does  take  place  and 
this  body  is  then  called  upon  to  take 
any  further  action,  would  that  action 
take  place  certainly  on  Monday,  or 
could  that  possibly  be  happening  on 
Tuesday  or  Wednesday? 

Mr.  WRIGHT.  If  the  President 
should  veto  the  bill  providing  sanc- 
tions against  South  Africa,  for  exam- 
ple, and  if  that  veto  should  be  ren- 
dered this  weekend,  then  we  would 
expect  to  vote  upon  a  motion  to  over- 
ride the  veto,  not  prior  to,  but  follow- 
ing our  action  on  the  suspensions  on 
Monday. 

Mr.  POGLIETTA.  Mr.  Speaker,  I 
thank  the  gentleman  from  Texas  [Mr. 
Wright]. 


ADJOURNMENT  TO  MONDAY. 
SEPTEMBER  29,  1986 

Mr.  WRIGHT.  Mr.  Speaker,  I  ask 
unanimous  consent  that  when  the 
House  adjourns  today,  it  adjourn  to 
meet  at  12  noon  on  Monday  next. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Is  there  objection  to 
the  request  of  the  gentleman  from 
Texas? 

There  was  no  objection. 


DISPENSING  WITH  CALENDAR 
WEDNESDAY  BUSINESS  ON 
WEDNESDAY  NEXT 

Mr.  WRIGHT.  Mr.  Speaker,  I  ask 
unanimous  consent  that  business  in 
order  under  the  Calendar  Wednesday 
rule  be  dispensed  with  on  Wednesday 
next. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Texas? 

There  was  no  objection. 


ANNOUNCEMENT  BY  THE 
SPEAKER  PRO  TEMPORE 

The  SPEAKER  pro  tempore.  The 
Chair  will  now  entertain  1-minute 
speeches. 


NAKASONE  COMMENT 

(Mr.  FORD  of  Tennessee  asked  and 
was  given  permission  to  address  the 


UMI 


September  26,  1986 


CONGRESSIONAL  RECORD— HOUSE 


26409 


was  given 
ouse  for  1 


Speaker,  I 
we  should 

the  Chief 
bility  does 
t  be  taken 

Executive 

additional 
,re  of  on 
•eafter. 

place  and 
on  to  take 
hat  action 
[onday,  or 
ipening  on 

I*resident 
ding  sanc- 

for  exam- 
Id  be  ren- 

we  would 
3n  to  over- 
but  foUow- 
ensions  on 


iker,  I  ask 
justness  in 
Wednesday 
Wednesday 


House  for  1  minute  and  to  revise  and 
extend  his  remarks.) 

Mr.  FORD  of  Tennessee.  Mr.  Speak- 
er, last  Tuesday,  in  a  lecture  to  mem- 
bers of  Japan's  Liberal  Democratic 
Party,  Prime  Minister  Nakasone  was 
quoted  by  several  newspaper  sources 
as  saying  that  the  intelligence  level  in 
the  United  States  was  low  due  to  the 
numbers  of  blacks,  Puerto  Ricans,  and 
Mexicans  residing  here. 

I  am  totally  amazed  that  this  arro- 
gant type  of  comment  could  emanate 
from  a  Japanese  head  of  state. 

As  a  Member  of  the  U.S.  Congress,  I 
am  insulted  by  such  a  statement. 

Yet,  as  an  Afro-American,  Mr. 
Speaker,  I  feel  outraged. 

Mr.  Nakasone  is  not  smart  enough  to 
comprehend  that  our  country  is  a 
melting  pot,  made  great  by  the  intelli- 
gence and  hard  work  of  the  very 
people  he  ridicules. 

If  the  Prime  Minister  really  wanted 
to  explain  why  the  Japanese  economy 
operates  with  such  a  trade  surplus,  he 
might  properly  point  out  that  foreign 
products  in  Japan  are  not  afforded  the 
same  open  markets  that  Japanese 
products  are  here. 

Instead  of  honorably  apologizing, 
the  Prime  Minister  continues  to  claim 
he  was  misquoted.  Mr.  Nakasone,  per- 
haps the  expression  "quota  restric- 
tion" might  help  to  clear  up  your  al- 
leged misquote. 

I'm  sure  the  Japanese  leader  might 
take  this  matter  more  seriously  if  the 
Ways  and  Means  Committee  initiated 
market  restrictions  against  Japanese 
products  entering  this  country.  Per- 
haps then  an  appropriate  apology 
might  be  forthcoming. 


FREE  THE  AMERICAN  DRIVER 

(Mr.  BARTON  of  Texas  asked  and 
was  given  permission  to  address  the 
House  for  1  minute  and  to  revise  and 
extend  his  remarks  and  include  extra- 
neous matter.) 

Mr.  BARTON  of  Texas.  Mr.  Speak- 
er, every  day,  countless  numbers  of 
Americans  break  the  law.  Again  and 
again  they  drive  over  55  miles  per 
hour  on  our  Nation's  roads.  Sure,  some 
surveys  indicate  people  support  keep- 
ing the  55-miles-per-hour  speed  limit 
but  the  truth  of  the  matter  is  people 
are  voting  with  their  right  foot.  They 
press  their  gas  pedals  to  speeds  appro- 
priate for  the  roads  they  drive. 

The  initial  drop  in  fatality  rates 
which  occurred  after  the  mandatory 
55-miles  per  hour  law  of  1973  is  mis- 
leading. Mr.  Speaker.  I  remember  not 
driving  much  in  1973  because  the 
availability  of  gasoline  was  question- 
able. With  the  decline  of  drivers  on 
the  roads  across  our  Nation  during  a 
period  of  gasoline  shortages,  it's  obvi- 
ous to  me  what  the  number  of  fatal 
accidents  declined. 


Texas  has  numerous  rural  roads  de- 
signed for  safe  driving  at  60-  to  70- 
miles-per-hour  speeds.  On  these  roads, 
Texans  are  more  prone  to  face  driving 
fatalities  induced  by  dangerous  driving 
fatigue  rather  than  fatalities  from 
driving  65  miles  per  hour.  More  seri- 
ous, they  face  fatality  from  the  alarm- 
ing number  of  drunken  drivers  on  our 
roads.  Patrol  officers  should  be  freed 
to  enforce  drunk  driving  laws  rather 
than  enforcing  low  speed  limits. 

An  amendment  which  I  recently  co- 
sponsored  would  have  allowed  States 
to  increase  their  speed  limits  to  65 
miles  per  hour  on  certain  interstate 
routes  in  noncongested  or  rural  areas. 
Although  this  amendment  failed,  I  am 
encouraged  that  the  narrow  margin  of 
defeat  indicates  a  growing  and  wide- 
spread support  for  this  approach.  I 
submit  a  recent  Dallas  Morning  News 
editorial  on  this  issue  for  my  col- 
leagues review. 

[From  the  Dallas  Morning  News,  Aug.  26, 
1986] 

Speed  Limits:  U.S.  May  End  Blackmail  of 
States  for  55  MPH 

The  federal  government  a  dozen  years  ago 
forced  highway  speed  limits  down  from  70 
to  55  by  threatening  to  withhold  federal 
highway  aid  from  states  that  didn't  go 
along. 

President  Reagan  is  said  by  two  Western 
Senators,  Steve  Symms  of  Idaho  and  Chic 
Hecht  of  Nevada,  to  favor  restoring  the 
states'  former  privilege  of  determining  the 
speeds  that  shall  prevail  on  their  highways. 

Let's  hope  so.  The  55-mile-an-hour  speed 
limit  is  a  relic  of  the  early  energy  crisis, 
when  the  federal  government,  to  address  a 
problem  caused  largely  by  misguided  eco- 
nomic policies,  ordered  the  lowering  of  ther- 
mostats and  the  allocation  of  gasoline.  The 
White  House  cut  back  Christmas  tree  light- 
ing by  80  percent,  and  the  governor  of  Dela- 
ware swapped  his  chauffeur-driven  limou- 
sine for  a  chauffeur-driven  Pinto. 

The  energy  shortage  is  widely  rumored  to 
have  ended  three  or  four  years  ago,  thanks 
to  the  laws  of  supply  and  demand,  and  to  a 
more  rational  federal  policy  regarding  same, 
but  the  55-mile-an-hour  limit  endures,  flout- 
ed and  disregarded  by  an  apparent  majority 
of  drivers.  To  the  extent  it  is  observed. 
Symms  contends  that  it  wastes  a  billion 
hours  a  year. 

Safety  advocates  point  out  in  rebuttal 
that  the  "double  nickel"  limit  saves  as  many 
as  2,000  lives  a  year— no  ignoble  consider- 
ation. But  the  White  House  isn't  talking  of 
forcing  the  speed  limit  back  to  70,  where  it 
stood  prior  to  1973. 

Reagan's  position,  in  a  letter  Symms  and 
Hecht  say  was  written  Aug.  15,  is  that  "gov- 
ernors will  exercise  with  the  greatest  of  care 
whatever  level  of  control  is  ultimately  re- 
turned to  them."  Interstate  highways  are 
engineered  for  driving  at  70;  smaller  state 
roads  may  or  may  not  be.  Sixty  (the  speed 
limit  that  prevailed  until  the  early  1960s) 
might  be  the  most  reasonable  limit  on  such 
highways. 


PERMISSION     FOR     COMMITTEE 
ON       PUBLIC       WORKS       AND 
TRANSPORTATION       TO       PILE 
REPORT     ON     H.R.     5568,     COM- 
MERCIAL       MOTOR        VEHICLE 
SAFETY  ACT  OF  1986 
Mr.  GRAY  of  Illinois.  Mr.  Speaker.  I 
ask  unanimous  consent  that  the  Com- 
mittee on  Public  Works  and  Transpor- 
tation may  have  until  5  p.m.  today. 
September  26,  1986,  to  file  a  report  on 
the  bill,  H.R.  5568.  the  Commercial 
Vehicle  Safety  Act  of  1986. 

Mr.  Speaker,  I  further  state  that 
this  matter  has  been  cleared  by  the 
minority. 

The  SPEAKER  pro  tempore  (Mr. 
Beilenson).  Is  there  objection  to  the 
request  of  the  gentleman  from  Illi- 
nois? 

Mr.  DAUB.  Mr.  Speaker,  reserving 
the  right  to  object,  I  appreciate  the 
gentleman's  request  and  his  statement 
that  it  has  been  cleared  by  the  minori- 
ty. Could  the  gentleman  tell  us  who 
cleared  that? 

Mr.  GRAY  of  Illinois.  Mr.  Speaker, 
will  the  gentleman  yield? 
Mr.  DAUB.  I  yield  to  the  gentleman 

from  Illinois. 
Mr.  GRAY  of  Illinois.  Mr.  Speaker. 

this  has  been  cleared  by  the  gentle- 
man from  Kentucky  [Mr.  Snyder]  and 
also  the  other  members  on  the  sub- 
committee. I  also  just  cleared  it  with 
the  gentleman's  counsel  on  the  minor- 
ity side. 

Mr.  DAUB.  Mr.  Speaker.  I  withdraw 
my  reservation  of  objection. 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentle- 
man from  Illinois? 

There  was  no  objection. 


THE  BIG  LIE  IN  ACTION       - 

(Mr.  BONIOR  of  Michigan  asked 
and  was  given  permission  to  address 
the  House  for  1  minute. ) 

Mr.  BONIOR  of  Michigan.  Mr. 
Speaker,  today  the  President  will  veto 
sanctions  against  South  Africa,  whose 
violent  policy  of  apartheid  enslaves 
the  majority  of  South  Africa. 

Yet  at  the  same  time,  the  President 
argues  that  the  United  States  must 
overthrow  the  Goverrmient  of  Nicara- 
gua in  the  name  of  human  rights. 

Black  South  Africans  urge  the 
United  States  to  impose  sanctions 
against  apartheid,  yet  today  the  Presi- 
dent will  argue  that  sanctions  are 
wrong    because    they    hurt    innocent 

Yet  at  the  same  time,  the  President 
funds  the  Contra  campaign  of  rape, 
torture,  and  murder  against  iimocent 
civilians  throughout  Nicaragua. 

Today,  all  Americans  can  see  the  big 

lie  in  action. 
By  years  end.  United  States  advisers 

will  be  in  Honduras,  and  the  Vietnam 

cycle  of  credibility  gap  and  death  will 

move  one  step  further. 
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WHO  DID  YOU  HURT  BY  SHOOT- 
ING YOURSELF  IN  THE  FOOT. 
GOUATH? 

(Mr.  DANNEMEYER  asked  and  was 
given  permission  to  address  the  House 
for  1  minute.) 

Mr.  DANNEMEYER.  Mr.  Speaker, 
the  dollar  is  making  new  lows  against 
the  Japanese  yen,  right  according  to 
schedule,  as  set  by  the  U.S.  Treasury. 
Yet  our  trade  imbalance  is  getting 
worse,  not  better.  What  went  wrong? 

The  American  Goliath  shot  himself 
in  the  foot  at  the  start  of  the  race 
against  the  Japanese  David.  The  lame 
giant  added  insult  to  injury  by  brag- 
ging that  he  can  win.  in  spite  of  his 
self-inflicted  handicap,  against  his 
nimble  opponent. 

The  bragging  is  misplaced.  American 
exporters  are  not  helped  by  the  unsta- 
ble and  depreciating  dollar,  as  prom- 
ised by  the  false  prophets  of  currency 
debasement;  they  are  gravely  injured 
by  it.  Conversely,  Japanese  exporters 
in  defending  their  market  share  are 
not  hindered  by  the  stronger  and  more 
stable  yen:  They  actually  find  it  a 
source  of  strength.  Any  exporter, 
worthy  of  his  salt,  knows  how  to  take 
advantage  of  his  stronger  domestic 
currency  against  the  weaker  currency 
of  his  competitor  in  order  to  cut  his 
relative  costs— an  advantage  denied  to 
the  American  exporters  by  the  U.S. 
Treasury. 

The  American  export  industry  could 
make  a  comeback  and  compete  suc- 
cessfully only  if  the  value  of  the  dollar 
was  stabilized:  only  if  Congress  fixed 
the  gold  content  of  the  dollar. 


I  strongly  urge  my  colleagues  on  the 
Rules  Committee  to  go  back  into  ses- 
sion now,  either  this  afternoon  or  the 
first  thing  on  Monday,  and  prepare  a 
rule  that  is  appropriate,  that  does  not 
put  up  23  amendments  that  we  cannot 
vote  on  in  the  rule  itself  and  allow  an 
opportunity  for  other  alternative  pro- 
posals in  the  agricultural  area  to  be  of- 
fered, coming  closer  to  what  we  had  in 
the  last  Congress. 

At  the  very  least,  let  us  have  the  op- 
portunity to  vote  on  the  same  agricul- 
tural provisions  that  we  did  in  the  last 
Congress. 

Let  us  be  fair  about  it.  Let  us  not 
have  gag  rules  out  here.  Let  us  pro- 
ceed with  immigration  reform  that  is 
vitally  needed  by  this  Nation  and  let 
nobody  be  mistaken  who  is  for  it  and 
who  is  against  it.  Those  who  would 
craft  gag  rules  are  against  getting  to 
immigration  reform. 

Let  us  get  on  with  it  and  have  a 
proper  rule. 


THE  SCHUMER  PROGRAM-A 
SECOND  AMNESTY  PROVISION 

(Mr.  McCOLLUM  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
his  remarks. ) 

Mr.  McCOLLUM.  Mr.  Speaker,  a  few 
minutes  ago,  we  voted  the  right  way  to 
defeat  an  outrageous  rule  on  the  im- 
migration reform  bill.  We  voted  down 
that  rule  because  that  was  a  gag  rule 
that  would  have  prevented  us  from  ad- 
dressing the  really  critical  and  contro- 
versial portion  of  that  bill,  which  was 
a  second  amnesty  provision  called  the 
Schumer  program  on  agriculture. 

D  1235 

We  made  a  mistake,  though,  in  not 
having  the  same  majority  Members 
vote  down  the  previous  question  just 
prior  to  that  vote.  Had  that  occurred, 
we  would  have  been  able  to  get  a  rule 
right  back  out  here  with  the  opportu- 
nity to  vote  on  that  issue. 

We  need  to  control  our  borders.  We 
need  immigration  reform. 

This  Member  and  many  others  have 
supported  this  in  the  past.  We  came 
that  close  in  the  last  Congress. 


PERMISSION  FOR  COMMITTEE 
ON  ENERGY  AND  COMMERCE 
TO  FILE  REPORT  ON  H.R.  5546. 
NATIONAL  VACCINE  INJURY 
COMPENSATION  ACT 

Mr.  SCHEUER.  Mr.  Speaker.  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Energy  and  Commerce  may 
have  until  midnight  tonight  to  file  the 
report  on  H.R.  5546,  the  National  Vac- 
cine Injury  Compensation  Act. 

The  SPEAKER  pro  tempore  (Mr. 
Gray  of  Illinois).  Is  there  objection  to 
the  request  of  the  gentleman  from 
New  York? 

There  was  no  objection. 


IMMIGRATION  REFORM 

(Mr.  DAUB  asked  and  was  given  per- 
mission to  address  the  House  for  1 
minute.) 

Mr.  DAUB.  Mr.  Speaker.  I  want  to 
wholeheartedly  concur  with  my  col- 
league, the  gentleman  form  Florida 
[Mr.  McCollum],  a  member  of  the  Ju- 
diciary Committee,  who  preceded  me 
in  this  well. 

I  want  to  indicate  to  my  colleagues 
that  while  I  have  major  differences 
with  the  content  of  the  reported  bill 
from  the  committee,  my  most  emo- 
tionally difficult  choice  on  the  floor 
today  was  to  support  a  motion  to 
defeat  the  previous  question  and  a 
motion  to  defeat  the  rule,  because  we 
do  need  to  get  our  borders  better 
under  control.  We  do  need  to  try  to 
stem  the  tide  of  the  chain  migration 
that  will  affect  us  if  amnesty  is  grant- 
ed; but  employer  sanctions  and  how 
we  deal  with  the  question  of  identify- 
ing those  who  come  here  illegally  are 
serious  issues  and  they  ought  to  be  al- 
lowed full  debate  on  the  floor  of  this 
body. 

The  rule,  had  it  passed,  would  have 
denied  the  most  basic  of  the  demerits 
of  the  content  of  the  bill.  They  could 
not  have  been  debated. 

The  vote  was  167  Democrats  and  13 
Republicans  for  the  rule,  but  57 
Democrats  joining  145  Republicans 
voted  to  defeat  this  rule. 

The  Rules  Committee  should  con- 
vene, should  adopt  a  broader  rule,  a 
fairer  rule,  and  bring  this  bill  back  to 
the  floor  of  the  House  while  we  await 
action  in  the  other  body  on  the  busi- 
ness we  have  already  concluded.  There 
will  be  at  least  1  week  or  2  to  get  the 
job  done  on  imigration  reform. 


VETERANS  FASTING  FOR  LIFE 

(Mr.  DYMALLY  asked  and  was 
given  permission  to  address  the  House 
for  1  minute  and  to  revise  aind  extend 
his  r6m3.rlcs  ) 

Mr.  DYMALLY.  Mr.  Speaker,  in  the 
midst  of  our  rush  to  complete  critical 
legislation,  we  seem  to  have  ignored 
one  very  serious  issue.  There  are  four 
American  war  veterans  who  have  com- 
mitted their  lives  to  open-ended  fasts 
expressing  their  hope  for  an  end  of 
the  war  in  Nicaragua. 

Duncan  Murphy,  Brian  Wilson, 
Charlie  Liteky,  and  George  Mizo  are 
starving  for  peace  right  here  in  the 
Capitol. 

During  the  debate  on  the  additional 
$100  million  to  the  Contras,  the  polls 
indicated  that  the  American  public  did 
not  understand  this  Nicaraguan 
policy.  Communist  hysteria  however, 
overrode  this  argument.  Who  are  we 
representing,  anti-Sandinistas  or 
Americans? 

It  is  unfortunate  that  very  few  of  us 
have  taken  the  time  to  visit  these 
decorated  veterans.  It  is  a  shame,  for 
we  have  not  shown  compassion  for 
these  dying  Americans. 

Their  commitment,  however,  should 
be  a  warning  to  us  for  many  of  our 
constituents  have  written  them  letters 
of  support  and  comfort.  If  they  do  not 
escape  their  fate,  I  submit  to  you  that 
there  will  be  genuine  public  interest 
on  this  issue  that  all  of  us  will  have  to 
answer. 

It  would  be  wise  for  us  to  pay  a  little 
more  attention  to  this  cause. 


RESOLUTION  URGING  THE 
PRESIDENT  TO  MEET  WITH 
BLACK  LEADERS  IN  SOUTHERN 
AFRICA 

(Mr.  WALDON  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his 
remarks.) 

Mr.  WALDON.  Mr.  Speaker,  today.  I 
am  proud  to  introduce  my  first  piece 
of  legislation,  a  resolution  urging 
President  Reagan  to  meet  with  the 
leaders  of  the  six  "front-line  states" 
that   border   South   Africa.   Zambian 
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President  Kenneth  Kuanda  has  invit- 
ed Mr.  Reagan  to  a  summit  meeting 
with  these  leaders,  but  an  official 
White  House  spokesman  said  the 
President  could  not  attend  because  he 
"just  didn't  have  the  time  for  this 
trip." 

Well,  President  Reagan  had  better 
make  time  for  the  people  of  southern 
Africa.  This  is  an  unparalleled  oppor- 
tunity for  him  to  improve  relations  be- 
tween the  United  States  and  the  inde- 
pendent black  leadership  in  the 
region.  Relations  have  been  strained 
by  the  administration's  opposition  to 
necessary  sanctions  against  South 
Africa  and  by  the  President's  support 
for  their  pawns,  the  UNITA  rebels.  A 
southern  African  leadership  summit 
would  certainly  help  improve  these  re- 
lations and  it  would  help  widen  his 
perspective. 

A  visit  to  Africa  would  enable  the 
President  to  personally  experience  the 
unique  political  and  social  climate  of 
southern  Africa  and  to  witness  the 
grim  realities  of  apartheid.  I  am  con- 
vinced that  this  trip  would  open  his 
eyes  to  the  error  of  so-called  "con- 
structive engagement."  This  trip 
would  help  the  President  develop  a 
southern  African  foreign  policy  based 
on  firsthand  experience  and  it  could 
improve  our  relations  with  southern 
Africa  for  years  to  come. 


PERMISSION  FOR  COMMITTEE 
ON  ENERGY  AND  COMMERCE 
TO  FILE  REPORT  ON  H.R.  5540, 
HEALTH  CARE  QUALITY  IM- 
PROVEMENT ACT 

Mr.  WYDEN.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Energy  and  Commerce  may 
have  until  midnight  tonight  to  file  a 
report  on  H.R.  5540,  the  Health  Care 
Quality  Improvement  Act. 

This  has  been  cleared  with  the  mi- 
nority. We  have  worked  very  closely 
J  with  the  gentleman  from  Illinois  [Mr. 
.Madigan]  and  with  the  gentleman 
from  Iowa  [Mr.  Taoke]. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Oregon? 

There  was  no  objection. 


GENERAL  LEAVE 

Mr.  FRANK.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members 
may  have  5  legislative  days  in  which  to 
extend  their  remarks,  and  to  include 
therein  extraneous  material,  on  the 
resolution.  House  Resolution  559, 
which  was  considered  earlier  today. 

The  SPEAKER  pro  tempore.  Is 
there  objection  to  the  request  of  the 
gentleman  from  Massachusetts? 

There  was  no  objection. 


tleman  from  Florida  [Mr.  Pepper]  is 
recognized  for  5  minutes. 

Mr.  PEPPER.  Mr.  Speaker,  regrettably,  I 
was  unavoidably  absent  for  rollcalls  414  and 
417  Thursday,  September  25,  1986.  Had  I 
been  present,  I  would  have  voted  "aye"  for 
these  votes,  that  passed  H.R.  5495,  authoriz- 
ing appropriations  for  the  National  Aeronautics 
and  Space  Administration  and  House  Joint 
Resolution  .738,  making  continuing  appropria- 
tions for  fiscal  year  1987. 


PERSONAL  EXPLANATION 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 


QUESTIONABLE  COURT  DECI- 
SION AGAINST  DEMONSTRA- 
TIONS NEAR  EMBASSIES 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  Massachusetts  [Mr. 
Frank]  is  recognized  for  5  minutes. 

(Mr.  FRANK  asked  and  was  given 
permission  to  revise  and  extend  his  re- 
marks and  to  include  extraneous  mate- 
rial.) 

Mr.  FRANK.  Mr.  Speaker,  I  previ- 
ously addressed  the  House  in  a  special 
order  commenting  on  an  outrageous 
decision  by  the  Circuit  Court  of  Ap- 
peals for  the  District  of  Columbia  in 
which  they  upheld  an  outdated  stat- 
ute, the  validity  of  which  has  been 
called  into  question  by  Congress, 
which  prevents  anyone,  even  a  lone 
demonstrator,  from  expressing  politi- 
cal opinions  within  500  feet  of  an  em- 
bassy that  might  embarrass  an  embas- 
sy. 

Judge  Bork  in  upholding  that  made 
the  extraordinary  argument  that  we 
must  show  respect  for  the  law  of  na- 
tions and  he  said  that  the  law  of  na- 
tions allows  us  to  arrest  and  criminally 
convict  an  individual  who  stood  with  a 
single  sign  outside  the  Nicaraguan  Em- 
bassy, because  he  said  under  the  law 
of  nations  we  owe  respect  to  the  digni- 
ty of  the  Nicaraguan  Embassy. 

Apparently  the  law  of  nations  does 
not  protect  the  Government  of  Nicara- 
gua from  being  assaulted  by  armed 
men  with  our  money,  but  it  does  pre- 
vent a  single  individual  from  standing 
in  front  of  them  with  a  sign.  I  think  if 
the  Nicaraguan  Government  were 
given  a  choice  of  which  protection  to 
take,  they  probably  would  prefer  to  let 
the  man  stand  there  with  a  sign  and 
not  have  their  harbors  mined;  but 
Judge  Bork  did  not  resolve  that  con- 
flict. 

I  noted  at  the  time  that  I  was  uncer- 
tain of  the  exact  legal  status,  because 
we  are  dealing  now  with  a  provision 
which  is  wholly  within  the  jurisdiction 
of  the  District  of  Columbia. 

What  happens  in  this  case  is  this. 
Congress  did  pass  this  statute  saying 
no  one  could  stand  within  500  feet  of 
an  embassy  with  any  kind  of  political 
expression  that  that  embassy  found 
unpleasant.  That  was  many  years  ago. 

When  the  District  of  Columbia  got 
home  rule,  this  statute,  which  I  be- 
lieve was  passed  in  1937,  since  it  deals 


only  with  the  District  of  Columbia, 
became  part  of  the  District  of  Colum- 
bia law. 

Now,  it  could  theoretically  be  re- 
pealed by  an  act  of  Congress.  I  would 
oppose  that. 

I  think  it  is  a  stupid  and  offensive 
law  which  offends  the  constitutional 
rights  of  Americans.  I  think  people 
who  have  embassies  here  would  be 
well-educated  to  learn  that  in  this  free 
country  people  can  stand  in  front  of 
their  embassies  with  signs,  as  long  as 
they  are  not  disruptive,  as  long  as  they 
are  no  security  threat,  and  can  voice 
political  opinions. 

But  I  think  the  principle  of  home 
rule  is  an  important  one,  so  I  have 
written  to  the  District  of  Columbia 
Mayor  and  City  Council  and  urged 
them  to  take  action  to  repeal  this. 

I  would  note,  I  think  it  casts  further 
disrepute  on  an  option  of  Judge  Bork's 
that  is  very  worthy  of  disrepute,  that 
in  the  report  on  the  Terrorism  Act. 
which  was  passed  last  year  by  Con- 
gress, in  one  branch  that  law  was  actu- 
ally repealed.  In  conference  because  of 
the  respect  that  Members  of  this  body 
have  for  home  rule,  the  repeal  was 
dropped  and  language  was  inserted  in 
the  report  urging  the  government  of 
the  District  of  Columbia  to  take  the 
necessary  repeal  or  action. 

I  say  that  because  in  fact  where 
Congress  now  has  legislative  jurisdic- 
tion dealing  with  diplomatic  places  of 
business  and  residents  outside  the  Dis- 
trict of  Columbia,  we  have  a  far  more 
constitutionally  legitimate  statute.  We 
have  a  statute  which  in  fact  allows  for 
some  political  opinion. 

So  we  have  this  unfortunate  law 
that  is  on  the  books  because  Congress 
passed  it  and  the  District  of  Columbia 
inherited  it  and  Judge  Bork,  without 
due  regard  for  the  Constitution,  in  my 
judgment,  upheld  it. 

I  wanted  to  clarify  that  situation  be- 
cause I  was  unclear  previously. 

It  is  a  law  which  we  could  technical- 
ly repeal,  but  which  we  should  not  in 
deference  to  home  rule,  but  which  the 
District  of  Columbia  should,  and  it  is  a 
law  which  one  House  of  Congress  al- 
ready voted  to  repeal  and  the  other 
House  said,  "You  are  right,  it  is  a  good 
law,  but  let  us  not  violate  home  rule," 
and  in  the  report  cast  doubt  on  it. 

There  will  be  an  appeal  for  those 
people  who  were  convicted.  I  hope  the 
Supreme  Court  will  show  more  respect 
for  the  Constitution  than  Judge  Bork, 
but  I  hope  our  friends  in  the  District 
of  Columbia  City  Council  and  the 
Mayor  will  act  to  vindicate  the  consti- 
tutional rights,  they  have  generally 
been  very  supportive  of  constitutional 
rights,  and  I  hope  they  will  take  the 
appropriate  action. 

Mr.  Speaker,  I  wish  to  insert  into 
the  Record  here  two  documents:  First, 
the  relevant  sections  of  the  D.C.  Code; 
second,  the  language  from  the  confer- 
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ence  report  accompanying  H.R.  4151 
whereby  the  conferees  express  their 
conviction  that  this  provision  of  the 
D.C.  Code  ought  to  be  reviewed  and 
probably  amended  by  the  District  gov- 
ernment to  better  reflect  the  constitu- 
tionsd  values  which  received  such 
short  shrift  from  Judge  Bork. 

aa-lllS.  INTERFERENCE  WITH  FOREIGN  DIPLO- 
MATIC AND  CONSULAR  OFFICES,  OFFICERS,  AND 
PROPERTY— PROHIBITED 

It  shall  be  unlawful  to  display  any  flag, 
banner,  placard,  or  device  designed  or  adapt- 
ed to  intimidate,  coerce,  or  bring  into  public 
odium  any  foreign  government,  party,  or  or- 
ganization, or  any  officer  of  officers  thereof, 
or  to  bring  into  public  disrepute  political, 
social,  or  economic  acts,  views,  or  purposes 
of  any  foreign  government,  party,  or  organi- 
zation, or  to  intimidate,  coerce,  harass,  or 
bring  into  public  disrepute  any  officer  or  of- 
ficers or  diplomatic  or  consular  representa- 
tives of  any  foreign  government,  or  to  inter- 
fere with  the  free  and  safe  pursuit  of  the 
duties  of  any  diplomatic  or  consular  repre- 
sentatives of  any  foreign  government, 
within  500  feet  of  any  building  or  premises 
within  the  District  of  Columbia  used  or  oc- 
cupied by  any  foreign  government  or  its  rep- 
resentative or  representatives  as  an  embas- 
sy, legation,  consulate,  or  for  other  official 
purposes,  except  by,  and  in  accordance  with, 
a  permit  issued  by  the  Chief  of  Police  of  the 
said  District:  or  to  congregate  within  500 
feet  of  any  such  building  or  premises,  and 
refuse  to  disperse  after  having  been  ordered 
so  to  do  by  the  police  authorities  of  the  said 
District.  (Feb.  15.  1938,  52  Stat.  30,  ch.  29. 
§1:  1973  Ed..  5  22-1115.) 

32-1  1  16.  SAME— penalties:  EXCEPTION 

The  Superior  Court  of  the  District  of  Co- 
lumbia shall  have  jurisdiction  of  offenses 
committed  in  violation  of  $  22-1115,  and  any 
person  convicted  of  violating  any  of  the  pro- 
visions of  said  section  shall  be  punished  by  a 
fine  not  exceeding  $100  or  by  imprisonment 
not  exceeding  60  days,  or  both:  Provided, 
however,  that  nothing  contained  in  said  sec- 
tion shall  be  construed  to  prohibit  picket- 
ing, as  a  result  of  bona  fide  labor  disputes 
regarding  the  alteration,  repair,  or  construc- 
tion of  either  buildings  or  premises  occu- 
pied, for  business  purposes,  wholly  or  in 
part,  by  representatives  of  foreign  govern- 
ments. (Feb.  15,  1938,  52  Stat.  30.  ch.  29,  §  2: 
Apr.  1,  1952,  56  Stat.  190,  ch.  207,  §  1;  July  8. 
1963,  77  Stat.  77,  Pub.  L.  88-60;  |  1:  July  29. 
1970,  84  Stat.  570,  Pub.  L.  91-358.  title  I, 
i  155<a):  1973  Ed.,  §  22-1116.) 

DEMONSTRATIONS  AT  EMBASSIES  IN  THE 
DISTRICT  OF  COLUMBIA 

The  Senate  amendment  (sec.  702)  amends 
section  112  of  title  18.  United  States  Code, 
to  repeal  the  authority  of  the  District  of  Co- 
lumbia to  set  limits  on  the  proximity  of 
demonstrations  at  foreign  diplomatic  build- 
ings. 

The  House  bill  contains  no  comparable 
provision. 

Current  District  of  Columbia  law  makes  it 
a  crime  to  congregate  within  500  feet  of  a 
foreign  mission  and  to  refuse  to  disperse 
when  ordered  to  do  so  by  the  police.  The 
conference  substitute  (sec.  1302)  expresses 
the  sense  of  Congress  that:  the  District  law 
may  be  inconsistent  with  the  rights  of  free 
speech  and  assembly,  and  that  there  may 
have  been  selected  enforcement  of  the  law 
resulting  in  the  unfair  arrest  of  peaceful 
demonstrators:  the  obligation  of  the  United 
States  and  the  District  to  provide  adequate 
security  for  the  diplomatic  missions  of  for- 


eign governments  must  be  balanced  with 
the  reasonable  exercise  of  the  rights  of  free 
speech  and  assembly:  and  therefore,  the 
District  of  Columbia  law  should  be  reviewed 
by  the  District  of  Columbia  Council  and  re- 
vised, if  appropriate,  to  make  it  less  intru- 
sive on  freedom  of  speech  and  assembly, 
while  carrying  out  the  legitimate  purposes 
of  providing  adequate  security  for  foreign 
diplomatic  missions. 


MILITARY  SPENDING  AS  A 
CAUSE  OF  AMERICAS  INDUS- 
TRIAL DECLINE 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  Ohio  [Mr.  Seiberling]  is 
recognized  for  30  minutes. 

Mr.  SEIBERLING.  Mr.  Speaker,  the 
last  5  years  have  demonstrated  the  fal- 
lacy of  so-called  supply  side  economics, 
one  of  the  big  selling  points  used  to 
gain  enactment  of  the  1981  Reagan 
tax  cut.  That  idea  was  that  drastic 
cuts  in  individual  income  taxes,  along 
with  special  tax  breaks  for  businesses, 
would  so  stimulate  the  economy  that 
total  Federal  revenues  would  soar,  and 
there  would  be  no  long-term  increase 
in  the  Federal  deficit.  Under  this 
theory,  it  was  not  necessary  to  reduce 
expenditures,  but  only  to  cut  taxes.  Of 
course  we  now  know  the  result— a  dou- 
bling of  the  national  debt  in  5  years. 

Yesterday,  with  the  continuing  reso- 
lution, the  House  again  went  through 
a  tremendous  exercise  to  try  to  meet 
essential  needs  of  the  Nation  and  at 
the  same  time  to  move  toward  a  reduc- 
tion in  the  colossal  Federal  deficit.  Re- 
gardless of  differences  over  how  best 
to  achieve  this  purpose,  the  abstract 
goal  of  deficit  reduction  is  both  fiscal- 
ly essential  and  politically  popular. 

Paradoxically,  however,  despite  peo- 
ple's well-founded  concern  about  the 
Federal  deficit,  it  is  one  source  of 
President  Reagan's  popularity.  And 
why  wouldn't  it  be?  Not  only  are  their 
taxes  lower,  but  in  the  last  5  years  the 
American  people  have  gotten  over  $1 
trillion  more  in  Government  service 
than  they  have  paid  for.  And  the 
result  of  this  inadvertent  Keynesian- 
ism  has  been  an  artifically  fueled  pros- 
perity for  many  people.  Unfortunate- 
ly, at  some  point,  living  on  credit  has 
to  end  and  the  bills  have  to  be  paid. 

There  are  already  ominous  signs,  as 
Wall  Street  is  beginning  to  recognize. 
Economic  growth  is  at  a  virtual  stand- 
still. The  trade  deficit  continues  to 
skyrocket.  Agriculture  is  already  in  a 
depression.  Factory  production  is  well 
below  capacity.  Unemployment 
throughout  America's  heartland  is  un- 
acceptably  high,  and  workers  by  the 
thousands  are  being  laid  off  in  basic 
industries.  Worse  yet,  with  such  huge 
deficits,  the  ability  of  the  Federal 
Government  to  "pump  prime"  the 
economy  in  the  event  of  a  major  reces- 
sion is  seriously  weakened,  if  not  crip- 
pled. 


President  Reagan  continues  to  insist 
that  the  reason  for  our  predicament  is 
that  the  Congress  failed  to  cut  enough 
domestic  spending.  Well,  we  now  have 
a  5-year  record  against  which  to  test 
the  validity  of  this  charge.  Let's  take  a 
look  at  it: 

The  Congressional  Budget  Office  on 
May  30,  1986,  released  an  analysis 
comparing  current  tax  and  spending 
levels  with  what  they  would  have  been 
if  the  policies  in  effect  before  the 
adoption  of  Reagan's  programs  in  1981 
had  remained  in  effect  through  fiscal 
year  1986. 

According  to  the  CBO,  the  1981  tax 
cuts  caused  a  net  loss  of  $468  billion  in 
Federal  revenue  from  fiscal  year  1982 
through  fiscal  year  1986,  even  taking 
into  account  action  the  Congress  has 
taken  since  1981  to  restore  some  of  the 
lost  revenue.  A  higher  rate  of  defense 
spending  has  increased  the  budget  def- 
icit by  a  net  of  $108  billion  over  the 
same  period.  Interest  on  the  resulting 
additions  to  the  deficit  added  another 
$58  billion. 

During  the  same  period.  Congress  re- 
duced nondefense  discretionary  spend- 
ing by  nearly  $300  billion.  But  this  re- 
duction has  been  more  than  offset  by 
the  $468  billion  revenue  loss  from  the 
1981  tax  cuts  alone,  not  to  mention 
the  increase  in  interest  on  the  debt 
and  the  increase  in  defense  spending— 
which  added  another  $166  billion  of 
deficit. 

According  to  CBO,  if  pre-1981  tax 
and  spending  policies  had  remained  in 
effect,  the  Federal  deficit  in  fiscal  year 
1986  would  be  $92  billion.  This  would 
still  be  too  high  for  a  nonrecession 
year,  but  contrast  this  with  the  record 
$230  billion  budget  deficit  now  project- 
ed for  the  fiscal  year  ending  4  days 
from  now. 

If  there  had  been  no  change  in  Fed- 
eral tax  policy,  but  Congress  had  made 
the  spending  cuts  it  has  made  since 
1981,  the  CBO  deficit  projection  for 
1986  would  be  a  mere  $69  billion.  And. 
if  there  had  been  no  defense  spending 
increases  beyond  the  3  percent  per 
year  of  the  fiscal  year  1981  budget,  the 
1986  deficit  projection  would  be  only 
$38  billion.  A  deficit  of  this  level  in  a 
$2  trillion  economy  would  be  consid- 
ered by  many  economists  as  practical- 
ly the  equivalent  of  a  balanced  budget. 

But  we  must  deal  with  things  as 
they  are,  not  as  they  might  have  been. 
In  June  of  this  year,  the  House  and 
Senate  approved  a  compromise  budget 
for  fiscal  year  1987  which  would  cut 
the  deficit  below  the  Gramm-Rudman 
mandatory  target  of  $144  billion,  and 
which  would  cut  defense  spending  $28 
billion  below  the  President's  request, 
while  generally  freezing  domestic  pro- 
grams. But  the  upward  revision  of  the 
anticipated  deficit  for  fiscal  year  1986, 
and  expected  increases  in  the  deficit 
for  fiscal  year  1987  above  the  levels 
forecast  when  the  budget  resolution 
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was  adopted  indicate  that  we  have  to 
pare  Federal  spending  further.  This 
may  prove  to  be  impossible  if  the  econ- 
omy continues  to  slow  down.  It  will 
certainly  be  impossible  if  we  do  not 
take  steps  to  further  slow  and,  eventu- 
ally, reverse  the  militarization  of  the 
Federal  budget. 

We  are  currently  in  the  middle  of 
the  largest  peacetime  defense  buildup 
in  the  history  of  the  Nation.  From 
fiscal  year  1982  to  fiscal  year  1986. 
Congress  has  approved  $1.3  trillion  in 
budget  authority  for  national  defense. 
Over  the  next  5  years,  the  President 
wants  to  spend  nearly  $2  trillion  more. 

In  addition  to  vast  increases  in  gen- 
eral defense  spending,  the  major  de- 
fense policy  initiative  under  the  ad- 
ministration—star wars,  or  SDI— 
threatens  to  push  defense  spending— 
and  with  it  the  deficit— beyond  the 
stratosphere.  Star  wars  research  alone 
is  budgeted  at  $30  billion  over  5  years. 
A  fully  deployed  SDI  system  could 
cost  upward  of  $1  trillion. 

About  98  percent  of  the  defense 
budget  produces  nothing  of  use  to  the 
civilian  economy.  On  the  other  hand, 
the  job  of  1  of  every  10  Americans  de- 
pends directly  or  indirectly  on  defense 
spending.  The  Pentagon  is  the  Na- 
tion's single  largest  purchaser  of  goods 
and  services. 

Defense  work  involves:  11  percent  of 
our  computer  programmers;  25  per- 
cent of  our  scientists  and  engineers; 
and  50  percent  of  our  aerospace  tech- 
nicians. Obviously,  military  spending 
creates  jobs.  But  the  jobs  it  creates  are 
highly  specialized  and  expensive.  The 
Council  on  Economic  Priorities  esti- 
mates that  $1  billion  spent  on  military 
defense  creates  28,000  jobs.  The  same 
amount  spent  on  public  transit  would 
create  32,000  jobs.  On  consumer  goods 
and  services,  57,000  jobs.  And  on  edu- 
cation, 71,000  jobs. 

Prom  an  economic  standpoint,  the 
question  is  not  whether  military  de- 
fense spending  creates  new  jobs,  but 
what  does  it  do  to  the  economic 
strength  of  the  Nation,  from  which 
our  military  defense  is  derived? 

In  a  remarkable  column  published  in 
the  August  25  Akron  Beacon  Journal, 
noted  economic  columnist  Hobart 
Rowen  makes  a  compelling  case  that 
our  desperate  slide  in  the  internation- 
al trade  market  can  be  directly  linked 
to  Congress  and  the  President's  fail- 
ures to  discipline  the  Pentagon's  appe- 
tite. As  Rowen  notes: 

It's  no  exaggeration  to  say  that  we  have 
borrowed  to  the  hilt  to  finance  a  bloated 
military  budget,  and  that  this  overcommit- 
ment—to military  spending— is  a  root  cause 
of  current  economic  distress. 

We  cannot  blithely  dismiss  the  debt 
problem,  as  we  could  in  the  1930's,  by 
saying  "We  owe  it  to  ourselves." 
Today,  much  of  the  budget  deficit  is 
being  financed  by  the  savings  of 
people  living  abroad.  Between  1982 
and  1986,  we  borrowed  more  than  $400 


billion  overseas.  The  United  States  has 
become  the  world's  largest  debtor. 

In  short,  we  are  borrowing  from 
abroad  to  finance  the  defense  build- 
up. In  the  long  run,  those  bills  will 
cause,  and  even  now  are  causing,  a  cat- 
astrophic decline  in  American  com- 
petitiveness, productivity,  and  capital 
investment,  and  a  shifting  away  from 
the  United  States  as  the  chief  finan- 
cial and  industrial  power  in  the  world. 

In  her  1985  edition  of  "World  Mili- 
tary and  Social  Expenditures"  the  dis- 
tinguished scholar  Ruth  Leger  Sivard 
documents  the  strong  correlation  be- 
tween high  rates  of  military  spending 
and  low  gains  in  productivity.  Among 
developed  countries,  Japan,  with  the 
lowest  military  expenditures  as  a  per- 
cent of  gross  national  product— 1  per- 
cent—is at  the  top  in  productivity 
growth— 9  percent  per  year.  The 
U.S.S.R.  is  at  the  top  in  military  ex- 
penditures as  a  percent  of  GNP— 12 
percent— and  next  to  the  bottom  pro- 
ductivity growth— 3  percent.  The 
United  States  holds  the  bottom  posi- 
tion in  productivity  growth— 2.5  per- 
cent—and next  to  the  top  in  military 
expenditures— 7  percent  of  GNP  in  the 
period  1966-82. 

The  Congressional  Research  Service 
reports  the  United  States  had  shown  a 
steady  decline  in  spending  on  civilian 
science.  At  the  same  time,  countries 
like  Japan  and  West  Germany,  which 
are  our  biggest  high  technology  rivals, 
have  relatively  small  defense  budgets 
and  have  thus  been  able  to  promote 
dramatic  increases  in  spending  on  civi- 
lain  science.  They  are  exploiting  that 
advantage  every  day  in  the  interna- 
tional trade  market. 

As  Akio  Morita,  chairman  of  Sony 
Corp.  said: 

American  companies  have  either  shifted 
output  to  low-wage  countries,  or  come  to 
buy  parts  from  countries  like  Japan  that 
can  make  quality  products  at  low  prices. 
The  result  is  a  hollowing  of  American  indus- 
try. The  U.S.  is  abandoning  its  status  as  an 
industrial  power. 

The  budget  deficits  which  have  re- 
sulted from  the  combination  of  reve- 
nue losses  and  defense  spending  in- 
creases have  helped  keep  the  dollar 
overvalued.  That,  coupled  with  lax  en- 
forcement of  our  trade  laws  and  de- 
clining productivity  in  American  in- 
dustry, produced  last  year's  record 
$148  billion  trade  deficit.  We're 
headed  for  an  even  bigger  trade  deficit 
this  year. 

Certainly,  we  must  be  prepared  to 
take,  strong  action  to  discourage  oUr 
trading  partners  from  engaging  in 
unfair  trade  practices.  The  House,  in 
May,  approved  a  major  overahaul  of 
the  Nation's  trade  laws  which  would 
streamline  the  operation  of  our  unfair 
trade  laws  and  remove  some  of  the 
President's  discretion  to  ignore  case  of 
unfair  trade.  The  House-passed  trade 
bill  would  also  put  pressure  on  coun- 
tries  to   bring   their   wages,   working 


conditions,  collective  bargaining  laws, 
and  occupational  safety  and  health 
laws  up  to  internationally  recognized 
standards.  American  workers  should 
not  have  to  compete  against  sweat- 
shop labor. 

But  even  with  fair  trade,  our  region, 
and  the  United  States  as  a  whole,  has 
no  choice  but  to  increase  the  competi- 
tiveness of  our  current  industries  if  we 
are  to  preserve  the  standard  of  living 
of  our  people  and  continue  as  a  major 
economic  power. 

The  United  States  now  ranks  18th 
among  countries  graduating  engineers 
with  postgraduate  degrees.  Our  high 
school  completion  rate  is  73  percent 
compared  to  Japan's  90  percent.  Less 
that  7  percent  of  U.S.  education  is  fi- 
nanced by  the  Federal  Government, 
and  that  figure  is  declining  at  all 
levels.  In  contrast,  nearly  50  percent 
of  education  in  Japan  is  financed  by 
the  National  Government.  It  is  ironic 
that  excessive  military  spending  is  de- 
priving our  children  of  the  educational 
edge  on  which  the  future  security  of 
the  Nation,  as  well  as  its  individual 
citizens,  depends. 

Excessive  military  spending  is  hurt- 
ing the  American  people  in  still  an- 
other serious  way— one  all  too  often 
overlooked.  The  United  States  does 
not  exist  in  isolation.  For  example, 
every  day,  we  are  becoming  more 
aware  of  our  environmental  interde- 
pendence. The  accelerating  destruc- 
tion of  tropical  rain  forests,  for  exam- 
ple, will  wipe  out  the  winter  habitat  of 
many  species  of  our  own  native  birds, 
probably  rendering  them  extinct.  It 
will  also  substantially  reduce  the 
global  conversion  of  carbon  dioxide 
back  to  oxygen,  thereby  accelerating 
the  "greenhouse  effect,"  which,  if  not 
reversed,  could  within  100  years  turn 
much  of  the  United  States  into  a  per- 
manent dust  bowl.  Acid  rain,  fluorcar- 
bons,  DDT,  nuclear  fallout,  and  other 
forms  of  airborne  pollutants  are  car- 
ried by  air  currents  around  the  world, 
with  potentially  devastating  effects  on 
forests,  crops,  wildlife,  and  eventually 
on  people. 

Overpopulation,  extreme  poverty, 
and  political  backwardness  in  the 
countries  where  most  of  the  world's 
people  live  make  it  extremely  difficult 
to  deal  with  these  environmental  prob- 
lems, not  to  mention  the  economic, 
social,  and  political  ones.  Failure  to 
deal  effectively  with  the  problems  of 
poverty  which  affect  two-thirds  of  the 
human  race,  leads  to  increased  social 
and  political  instability  and  opens  the 
way  for  Communist,  Maoist,  fascist,  or 
religious  extremists  to  take  power. 
Neither  democracy  not  civilization 
itself  can  long  exist  in  the  world  if 
most  of  the  people  sink  into  mass  star- 
vation, as  is  already  happening  in 
much  of  Africa. 

Military  power  cannot  deal  effective- 
ly with  these  types  of  problems.  In 
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fact,  excessive  reliance  on  military 
power,  as  presently  pursued  by  both 
the  Soviets  and  the  Reagan  adminis- 
tration, often  makes  the  problems 
worse.  This  is  especially  true  insofar  as 
the  arms  race  diverts  money  and  other 
resources  away  from  productive  uses. 

How  serious  this  diversion  is.  both  in 
a  moral  and  political  sense,  is  dramati- 
cally brought  out  in  Ruth  Sivard's 
study  of  "World  Military  and  Social 
Expenditures."  She  summarizes  this 
way: 

Militarization  also  has  many  links  to 
today's  troubled  social  conditions.  Before 
any  weapons  are  used,  they  have  already 
taken  a  human  toll.  The  economic  burden  is 
felt  most  directly  through  the  diversion  of 
resources  from  urgent  present  needs  of  soci- 
ety, but  it  also  promises  an  unconscionable 
legacy  for  future  generations:  Built-in  infla- 
tion; the  burden  of  long-term  debt:  an  envi- 
ronment and  infrastructure  deteriorating 
through  neglect:  alienation  and  unrest 
growing  out  of  economic  inequities. 

At  the  same  time  the  foreign  aid,  which 
could  have  meant  new  hope  for  millions 
living  in  desperate  poverty,  was  also  cur- 
tailed by  military  factors.  While  developed 
countries  engaged  in  a  massive  arms  race, 
their  annual  military  expenditures— in  cur- 
rent prices— rose  by  $459  billion  between 
I960  and  1983,  their  economic  aid  by  a  mere 
$25  billion.  After  allowance  for  inflation. 
military  expenditures  of  the  developed 
countries  were  up  80  percent.  But  for  the  re- 
cipients of  their  development  aid  there  was 
no  Increase  in  real  terms  over  the  24  years. 

The  record  of  the  two  military  superpow- 
ers was  especially  poor.  The  United  States 
ranked  among  the  lowest  of  the  contribu- 
tors in  relation  to  its  GNP,  providing  under 
0.3  percent  for  economic  aid.  The  U.S.S.R. 
.  .  .  lagged  even  further  behind,  only  occa- 
sionally reaching  as  high  as  0.15  percent  of 
its  GNP. 

Estimates  of  the  extent  of  hunger  in 
the  world  range  widely  but  there  is 
general  agreement  that  more  than  1 
billion  people  are  chronically  under- 
nourished. Deaths  related  to  starva- 
tion average  50,000  a  day.  In  Africa 
alone.  5  million  children  died  from 
hunger  related  causes  in  1984.  Millions 
more  have  died  since. 

Beyond  the  mismatch  between  food 
supplies  and  population,  there  is  the 
fundamental  problem  of  poverty.  The 
fact  is  that  the  people  who  are  mal- 
nourished in  much  of  the  Third  World 
simply  cannot  afford  to  buy  the  food 
that  is  available,  or  even  to  grow  it  for 
themselves.  More  than  half  the  poeple 
in  the  rural  areas  are  landless.  Hunger 
persists,  therefore,  as  one  apparently 
fixed  piece  in  the  tragedy  of  underde- 
velopment. If  it  is  to  be  eliminated, 
there  will  have  to  be  a  commitment  of 
resources  and  political  will,  by  rich 
and  poor  countries  together,  that  is 
not  yet  evident  in  the  militarized 
world  of  1986. 

The  situation  with  respect  to  educa- 
tion, which  could  help  break  the  vi- 
cious cycle  of  poverty,  malnutrition, 
and  poor  health,  has  gotten  worse,  not 
better,  over  the  last  two  decades.  In 
1983.  there  were  at  least  100  million 


more  children  out  of  school  worldwide 
than  there  were  in  1960.  With  world 
military  expenditures  reaching  $800 
billion  in  1983.  public  expenditures  for 
educating  the  world's  1.5  billion  school 
age  children  were  8  percent  less  than 
military  expenditures.  In  developing 
countries,  there  are.  on  the  average, 
only  2  teachers  per  1,000  school  age 
children.  We  worry,  and  rightly  so, 
when  the  teacher-pupil  ratio  in  our 
classrooms  is  more  than  1  to  25. 

The  picture  on  health  care  is  even 
worse.  In  developing  countries,  there 
is,  on  the  average,  less  than  1  physi- 
cian per  10,000  people.  Government 
budgets  for  health  average  $14  per 
capita,  and  drop  to  $1  or  less  in  some 
countries. 

The  other  day,  I  heard  on  public 
radio  a  doctor  from  an  African  coun- 
try report  that  10  percent  of  the  chil- 
dren in  his  country  are  being  born 
with  AIDS  virus  in  their  bloodstreams! 
There  lie  the  makings  of  a  worldwide 
plague  comparable  to  the  black  death. 
Yet  there  are  insufficient  funds  even 
to  sterilize  the  syringes  used  over  and 
over  to  administer  injections  to.  these 
and  other  children,  so  the  disease 
spreads. 

Whether  looked  at  from  the  stand- 
point of  our  own  economic  salvation  or 
the  preservation  of  a  viable  world,  it 
all  comes  down  to  the  same  thing. 
Hobart  Rowen  sums  it  up  this  way: 

We  must  cut  back  the  huge  Federal  deficit 
and  stop  pouring  the  Nation's  wealth  down 
a  military  drain.  We  must  find  ways  of 
achieving  arms  control  and  df-tente  with  the 
Soviet  Union,  and  thus  regain  the  means  to 
finance  a  revitalization  of  our  own  economy 
and  that  of  the  Third  World. 

The  preliminary  budget  passed  by 
the  Congress  for  fiscal  year  1987, 
though  it  reduces  only  the  rate  of  in- 
crease in  defense  spending  is  at  least  a 
small  step  in  the  direction  of  defense 
cuts.  The  next  Congress  will  have  to 
make  some  major  steps  in  that  direc- 
tion. Meanwhile,  the  President  should 
explore  whether  the  Soviets  are  really 
serious  about  arms  control  and  arms 
reduction,  as  they  appear  to  be.  To  do 
that,  he  must  get  serious  about  it  him- 
self, and  let  his  subordinates  know  it. 
Congress  cannot  negotiate  treaties. 
Only  the  President  can  do  that. 
Whether  he  does  may  depend  on  what 
he  hears  from  the  American  people  in 
the  next  few  months,  particularly  in 
the  kind  of  Congress  they  elect  this 
November. 

I  do  not  underestimate  the  difficulty 
of  dealing  with  the  Soviet  Govern- 
ment. The  recent  arrest  and  detention 
of  American  journalist  Nicholas  Dani- 
loff  in  Moscow  on  trumped-up  charges 
is  but  one  more  indication  of  the  pro- 
found gap  in  values  between  the  two 
superpowers— a  gap  that  breeds  fur- 
ther mistrust  and  makes  negotiations 
affecting  national  security  extremely 
difficult.  Nevertheless,  there  is  no  al- 


ternative to  such  negotiations  if  either 
country  is  to  have  much  of  a  future. 

It  may  be  that  one  of  the  reasons  we 
have  failed  in  the  past  is  because  the 
leaders  of  the  superpowers  have  fo- 
cused too  much  on  the  threat  each 
country  poses  to  the  other,  and  not 
enough  on  the  benefits  each  can 
achieve  by  a  reduction  of  the  threat, 
not  by  adding  weapons  but  by  getting 
rid  of  them,  together.  In  a  postscript 
entitled  "Bringing  Star  Wars  Down  to 
Earth."  Ms.  Sivard  lays  out  an  inter- 
esting scenario.  She  says: 

Imagine  if.  instead  of  chasing  the  chime- 
ras of  star  wars  and  evanescent  military 
gaps,  the  political  leadership  of  the  two 
greatest  powers  agreed  to  focus  on  the  real 
gaps,  the  universal  needs  of  humanity  on 
planet  Earth  .  .  . 

The  dreami  scenario  goes  as  follows: 

Each  superpower  independently  cleverly 
decides  that  the  only  sane  objective  is  to 
lower  the  opponent's  military  threat,  rather 
than  racing  endlessly  to  keep  ahead  of  him. 
Each  grasps  the  opportunity  in  negotiations 
to  make  substantial  cuts  in  the  opponent's 
nuclear  forces  and  to  put  an  end  to  all  nu- 
clear and  antisatellite  testing.  Budgetary 
savings  for  the  two  countries  are  conserv- 
atively estimated  at  two  trillion  dollars  over 
the  next  10  years. 

In  the  euphoria  of  success,  the  superpow- 
ers decide  to  invite  the  whole  world  to  share 
in  half  the  savings.  (The  other  half  is  to  be 
used  to  reduce  the  budget  deficit  in  the 
United  States  and  to  improve  the  lot  of  con- 
sumers in  the  U.S.S.R.)  Together,  the 
United  States  and  U.S.S.R.  announce  that 
$100  billion  a  year  will  be  made  available  for 
an  unprecedented  human  development  pro- 
gram, to  which  other  nations  are  asked  to 
contribute  in  proportion  to  their  military 
expenditures.  Global  response  is  immediate 
and  wildly  enthusiastic. 

To  those  who  say  it  sounds  like  an 
impossible  dream,  I  say:  If  a  leader  of 
the  stature  of  a  Franklin  Roosevelt  of- 
fered such  a  proposition  as  part  of  an 
arms  control  package,  it  would  be 
almost  irresistible.  Ronald  Reagan, 
who  claims  to  hold  Roosevelt  as  his 
hero,  has  a  historic  opportunity.  If  he 
grasps  it,  he  will  find  that  he  has  the 
support  of  the  overwhelming  majority 
of  the  American  people,  and,  indeed, 
of  the  whole  world.  But  if  he  does  not 
act  soon,  the  opportunity  may  be  lost, 
perhaps  forever. 

D  1310    • 

Mr.  BEDELL.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  SEIBERLING.  I  am  happy  to 
yield  to  my  distinguished  colleague 
from  Iowa,  one  of  the  finest  Members 
in  the  House  of  Representatives  [Mr. 
Bedell]. 

Mr.  BEDELL.  Mr.  Speaker.  I  want  to 
commend  the  gentleman  for  his  state- 
ment, and  as  we  both  leave  the  Con- 
gress. I  think  frequently  we  are  un- 
aware of  the  esteem  with  which  one  is 
held  by  his  peers. 

I  want  the  gentleman  in  the  well  to 
know  that  since  I  first  came  to  Con- 
gress, he  has  set  an  example  that  I 
have   treasured   very   much.    I    have 
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looked  to  the  way  he  has  served,  as  I 
have  tried  to  serve  here  in  the  Con- 
gress, and  I  know  I  am  not  alone  in 
those  people  who  appreciate  the  tre- 
mendous service  he  has  given  to  the 
country,  and  the  great  example  he  has 
set  for  the  rest  of  us. 

Mr.  SEIBERLING.  I  thank  the  gen- 
tleman. 

Mr.  Speaker,  without  doubt,  we 
could  all  say  exactly  the  same  thing 
about  my  dear  friend,  who  has  also  set 
an  outstanding  example  and  who,  like 
me,  is  leaving  the  Congress  at  the  end 
of  the  year,  but  not  leaving  the  cause 
of  freedom  and  the  cause  of  humanity. 


IMMIGRATION  REFORM 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  California  [Mr.  Lungren] 
is  recognized  for  60  minutes. 

Mr.  LUNGREN.  Mr.  Speaker,  I  just 
must  say  that  today  was  probably  the 
most  bittersweet  victory  that  I  have 
had  in  the  House  of  Representatives. 
Bittersweet  because  I  in  fact  have 
been  working  for  8  years,  the  8  years  I 
have  been  in  the  Congress,  for  immi- 
gration reform.  I  have  been  on  this 
floor  many,  many  times.  I  sustained  an 
effort  to  put  pressure  on  the  leader- 
ship two  Congresses  ago,  so  that  we 
might  have  immigration  reform.  We 
were  finally  successful  in  having  that 
inunigration  reform  package  on  the 
floor  in  the  waning  days  of  that  year; 
in  fact  in  the  lameduck  session. 

A  rule  was  granted  that  time  which 
gave  a  totally  open  rule,  which  allowed 
every  amendment  under  the  Sun  in 
order,  and  some  who  were  opposed  to 
that  particular  bill  made  200  to  300 
amendments  in  order;  that  is,  filed 
them,  and  were  ready  to  go  with  them, 
and  that  and  the  combination  of  time 
killed  the  bill. 

Then  in  the  last  Congress,  working 
with  others,  we  put  pressure  on  the 
House  to  finally  bring  the  immigration 
bill  up.  Unfortunately  it  was  delayed, 
and  delayed,  and  delayed,  and  delayed 
for  a  combination  of  reasons,  some  po- 
litical; we  were  promised  it  in  January 
of  that  year,  then  February,  then 
March,  then  April,  then  May.  Then 
had  what  we  thought  was  an  ironclad 
commitment  to  bring  it  to  the  floor  of 
the  House  in  June  1984,  the  first  week; 
but  at  that  time  a  phone  call  from  a 
Presidential  candidate  Mr.  Mondale  to 
the  leadership  here  indicating  that  if 
Members  had  to  take  positions  on  im- 
migration reform  prior  to  the  Demo- 
crat and  Republican  primaries  in  Cali- 
fornia, that  that  would  affect  the  out- 
come of  that  primary.  As  a  result,  that 
was  put  off  again  until  after  the  Cali- 
fornia primary. 

That  put  it  right  in  the  Presidential 
season  between  the,  or  right  at  the 
time  of  the  two  Presidential  conven- 
tions; it  made  it  more  partisan  than 
before.  By  the  time  we  finally  got  back 


here  and  dealt  with  it  and  went  to  con- 
ference, we  had  a  month  left.  We 
spent  a  month  in  conference  and  were 
unsuccessful. 

In  this  Congress,  I  have  been  work- 
ing as  hard  as  I  could  to  have  immigra- 
tion reform.  I  introduced  the  first 
comprehensive  immigration  reform 
bill  in  this  Congress;  taking  much  of 
what  was  done  in  the  conference  from 
last  Congress,  trying  to  take  those 
areas  where  we  had  reached  agree- 
ment, and  then  in  some  areas  where 
there  was  not  agreement,  going  with 
what  I  thought  was  the  proper  course. 

I  have  been  a  sponsor  of  legislation 
on  the  guest-worker  question  for  8 
years  in  the  Congress.  Yet  today  I  led 
the  fight  to  first  of  all  vote  down  the 
previous  question  and  allow  us  to  have 
a  different  rule  presented;  and  then 
when  we  were  just  short  on  that  vote, 
led  the  fight  to  defeat  the  rule. 

Some  might  ask  why.  In  fact,  I  guess 
I  ask  myself  why  at  times.  I  suppose  it 
comes  out  of  the  fact  that  many  of  us 
believe  that  immigration  reform  is  im- 
portant, and  along  with  immigration 
reform,  we  have  to  do  something  to 
settle  the  question  about  the  need  for 
foreign  workers  in  agriculture,  a  need 
that  has  been  manifest  for  well  over 
100  years,  a  need  that  we  could  con- 
trol, could  identify,  a  need  that  we 
could  channel  into  a  legal  form. 

And  yet  the  rule  presented  to  us 
today  denied  us  an  opportunity  to  vote 
on  that  fundamental  question.  When  I 
asked  members  of  the  Rules  Commit- 
tee why  I  was  denied  that  opportunity, 
I  was  told,  because  they  knew  I  would 
be  successful.  What  does  that  mean? 
Not  that  I  would  be  successful  because 
of  rhetoric  or  oratory  or  anything  like 
that;  but  rather  that  the  amendment  I 
would  present  would  prevail  in  the 
House  because  it  would  be  the  majori- 
ty will. 

In  other  words,  we  were  to  under- 
stand that  because  the  Rules  Commit- 
tee had  figured  out  that  that  particu- 
lar approach  to  the  guest-worker  ques- 
tion would  prevail  on  the  floor  of  the 
House,  and  because  the  chairman  of 
the  Judiciary  Committee  disagreed 
with  the  sentiment  of  the  House,  we 
would  therefore  not  allow  the  House 
to  vote  on  that. 

D  1320 

Not  only  would  we  have  had  a  guest- 
worker  approach,  but  it  would  have 
been  in  lieu  of  what  is  in  the  present 
bill. 

Let  me  just  say  this:  that  which  is  in 
the  present  bill,  the  so-called  Schumer 
amendment,  was  described  as  an 
abomination,  as  an  outrage  and  as 
whacko. 

Mr.  Speaker,  those  three  things  were 
said  about  that  proposal  by  its  propo- 
nents. I  do  not  have  time  to  tell  you 
what  was  said  about  it  by  its  oppo- 
nents. 


Why  would  even  its  proponents  say 
it  was  an  abomination,  it  was  outra- 
geous, it  was  whacko?  Because  they 
could  not  justify  saying  to  everybody 
in  America  we  are  going  to  set  up  a 
rule  in  which  anybody  who  worked  in 
agriculture  in  the  United  States  from 
May  1.  1985  to  May  I.  1986  and  was 
here  illegally  while  he  or  she  did  it. 
can  waltz  right  in  and  get  a  green 
card,  permanent  resident  status  in 
America,  qualify  for  citizenship  in  5 
years,  immediately  be  able  to  petition 
for  every  member  of  his  or  her  family 
to  come  into  the  United  States  and  be 
eligible  for  most  forms  of  welfare. 

Now,  there  was  a  change  made  that 
denied  them  AFDC,  but  other  forms 
of  welfare  would  be  allowed  and  there 
was  no  restriction  or  no  authority 
granted  to  the  States  to  have  any  fur- 
ther restriction  on  welfare  eligibility 
for  these  individuals. 

Mr.  Speaker,  I  yield  to  the  gentle- 
man from  Florida,  [Mr.  ShawI. 

Mr.  SHAW.  I  would  like  to  congratu- 
late not  only  the  gentleman  in  the 
well,  Mr.  Lungren,  but  I  thank  the 
majority  of  the  House  of  Representa- 
tives for  what  took  place  in  this  Cham- 
ber today.  I  think  the  message  is  true, 
and  I  think  it  certainly  will  be  read 
this  way  and  it  certainly  should,  and 
that  is  that,  the  democratic  process, 
given  all  of  those  whether  they  be  in 
the  majority  or  the  minority  of  the 
Members  in  this  House,  give  them  an 
opportunity  to  be  heard,  give  them  an 
opportunity  to  make  their  case  and 
then  let  the  Members  vote  on  it  so 
that  the  democratic  process  can  go 
forward.  The  democratic  process  is  of 
far  greater  importance  than  any  par- 
tricular  bill  that  has  ever  gone 
through  this  House.  I  think  we  must 
not  lose  sight  of  that.  Today  the  gen- 
tleman in  the  well^  and  some  other 
members  of  the  Committee  on  the  Ju- 
diciary—and I  was  pleased  to  join  in 
this  effort— took  on  the  leadership  of 
that  committee.  The  leadership  of 
that  committee  was  saying,  "Play  my 
way  or  we  don't  play.  We  don't  confer- 
ence unless  the  conference  comes  out 
the  way  I  want  it  to." 

Never  can  Members  of  this  House  be 
cowed  to  that  process.  I  think  that  is 
what  the  message  is  that  is  going  out 
today,  that  we  are  not  going  to  cow 
down  to  a  blatantly  unfair  process 
that  is  arbitrarily  set  up  by  some  in 
high  positions  in  this  House  that 
would  stop  the  democratic  process 
from  going  forward. 

I  say  this  is  a  tremendous  bright  day 
in  the  history  of  this  House.  I  would 
predict  that  if  immigration  does  not 
come  back  to  us  this  year,  and  I  think 
that  the  chances  are  very  good  that  it 
will  come  back  this  year,  but  if  it  does 
not,  it  is  going  to  come  back  with  the 
enthusiasm  that  we  are  seeing  now 
that  is  being  shared  by  the  Members 
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of  the  House  trying  to  turn  out  some 
meaningful  drug  legislation. 

The  American  people  know  there  is 
a  problem  out  there,  and  they  are 
going  to  insist  on  their  body,  the  peo- 
ple's body  here  in  the  House  of  Repre- 
sentatives, turning  out  some  meaning- 
ful and  good  legislation  in  this  area. 

I  know  the  gentleman  from  Califor- 
nia has  been  in  the  leadership  of  this 
fight,  as  has  the  gentleman  from  Ken- 
tucky [Mr.  Mazzoli],  and  I  am  sure 
that,  even  though  you  are  split  today 
on  this  rule,  that  you  are  going  to 
work  together  and  you  are  going  to 
come  out  and  that  the  Rules  Commit- 
tee, after  they  get  over  the  loss  they 
have  suffered  today,  or  the  vote  of  no 
confidence  that  they  have  received 
today,  that  they  would  come  forward 
and  if  not  in  this  Congress,  in  a  future 
Congress,  craft  a  rule  that  will  give 
this  House  an  opportunity  to  vote  on 
good  meaningful  immigration  reform. 

Other  than  the  question  of  drugs, 
there  is  no  domestic  legislation  that  I 
feel  is  any  more  important  than  immi- 
gration reform. 

I  hope  the  gentleman  will  continue 
the  fine  work  and  the  fine  fight  that 
he  has  been  putting  up.  It  is  nice  to 
see  David  beat  Goliath  once  in  a  while 
in  this  House,  and  that  is  exactly  what 
happened  here  today. 

Mr.  LUNGREN.  I  thank  the  gentle- 
man from  Florida  for  his  remarks.  He 
is,  of  course,  a  member  of  that  Com- 
mittee on  the  Judiciary  and.  being 
from  Florida,  is  extremely  interested 
in  the  immigration  issue  and  has 
worked  hard  on  it. 

I  know  he,  too,  was  torn  about  what 
we  had  to  do  here.  But  I  think  in  the 
long  run  we  were  correct  in  what  we 
did. 

Beyond  what  I  have  said  about  the 
Schumer  amendment,  I  ought  to  indi- 
cate to  my  colleagues  that  it  has  a  re- 
plenishment aspect  to  it.  That  is,  in 
addition  to  that  original  group,  un- 
known numbers,  by  the  way;  some 
have  said  maybe  only  250,000,  others 
have  said  maybe  350,000,  maybe 
500,000;  after  those  people  have  come 
in  for  a  year  there  is  a  replenishment 
program  that  continues  on  for  12 
years.  In  that  replenishment  program 
they  bring  in  new  workers  from  for- 
eign countries  but  not  as  temporary 
workers.  Rather,  we  grant  them  a  tem- 
porary status  for  a  year  in  which  time 
they  have  to  work  60  days  in  agricul- 
ture, but  as  long  as  they  do  that  for  a 
period  of  time,  they  then  get  perma- 
nent resident  status  and  get  citizen- 
ship 5  years  after  they  get  their  per- 
manent resident  status. 

Again,  a  preference  is  given  to  those 
individuals  who  have  been  here  illegal- 
ly since  before  1986.  In  other  words, 
what  is  going  to  happen  is  if  the  rule 
had  prevailed,  it  would  have  put  us  in 
a  position  of  accepting  as  a  bill,  be- 
cause we  could  not  amend  it,  a  bill 
which    had    a    legalization    provision 


upon  which  I  think  we  could  get  a  con- 
sensus. It  was  based  on  the  fact  that 
people  had  been  here  for  a  long  period 
of  time,  they  had  roots  in  our  commu- 
nity, they  were  willing  to  accept  addi- 
tional obligations,  that  is  to  know  Eng- 
lish or  to  learn  English,  to  know  Amer- 
ican history  and  government  or  be  in- 
volved in  a  course  of  study  for  Ameri- 
can history  and  government.  It  would 
have  been  a  one-time-only  thing.  It 
would  have  required,  to  show  that 
people  had  substantial  roots  in  the 
community,  that  it  would  be  folks  who 
had  been  living  here  continuously  for 
some  period  of  time.  We  had  not  set- 
tled on  a  particular  date.  Probably  the 
conference  would  have  ended  with 
1982.  And  what  would  occur  then 
would  be  that  we  would  send  a  pure 
and  simple  message  out.  "Don't  expect 
another  legalization.  We  were  doing 
this  extraordinary  thing,  we  were 
granting  this  extraordinary  relief 
giving  the  people  a  right  to  citizenship 
in  the  United  States  on  a  one-time- 
only  basis.  It  will  not  be  repeated." 

But  then  we  would  have  another  sec- 
tion in  the  bill  which  would  say. 
"Well,  if  you  happen  to  have  worked 
in  agriculture  for  60  days  during  this 
1-year  period  of  time,  you  go  to  the 
head  of  the  line  of  everybody.  We 
don't  care  if  you're  a  Mexican  national 
who  has  been  living  in  Mexico  after 
making  an  application  to  come  to  the 
United  States  and  waiting  for  a 
number  to  come  up  for  the  last  10 
years,  this  individual,  your  next  door 
neighbor  who  came  and  worked  60 
days  in  agriculture  illegally  in  the 
United  States  last  year  will  go  to  the 
head  of  the  line.  We  don't  care  if 
you're  from  the  Philippines  and  be- 
cause the  numbers  are  used  up,  you 
have  to  wait  for  12  years  to  come  here. 
You  continue  to  wait  while  someone 
who  got  in  here  illegally  and  worked 
60  days  in  agriculture  goes  to  the  head 
of  the  line."  In  fact,  we  say  to  those 
people  in  the  regular  program.  "Only 
if  you  have  been  here  a  substantial 
period  of  time  are  you  going  to  qualify 
for  legalization.  But  if  you  worked  for 
60  days,  have  no  other  connection  to 
the  United  States,  never  been  here 
before,  never  been  here  after,  had  'no 
intent  of  having  a  long-term  commit- 
ment to  the  United  States,  no  intent 
of  trying  to  study  American  history 
and  government,  no  intent  of  studying 
English,  no  intent  of  becoming  a  part 
of  America,  you  go  to  the  head  of  the 
line,  you  become  a  permanent  resident 
of  the  United  States,  and  in  5  years 
you  have  the  opportunity  for  citizen- 
ship." How  much  is  that  worth  in  the 
world  today?  If  you  could  offer  Ameri- 
can citizenship  on  the  open  market,  if 
that  is  how  crass  we  want  to  be  about 
it,  how  much  would  it  be  worth?  I 
would  suggest  in  any  event  it  is  worth 
more  than  60  days  work  in  agriculture. 
Yet,  had  the  rule  been  adopted,  we 
would  have  had  no  attempt  to  amend 


that,  we  would  have  had  to  accept  it  as 
it  was  presented  to  us,  and  it  had  to  be 
part  of  the  bill. 

It  was  one  of  many  features  of  that 
rule  that  was  voted  down. 

Another  feature  of  the  rule,  which  I 
mentioned  earlier,  was  that  23  sepa- 
rate amendments  were  adopted  and  in- 
corporated in  the  bill  itself;  that  is, 
became  parts  of  the  bill  when  the  rule 
was  adopted.  They  change  the  bill. 
Twenty-three  amendments  that  never 
would  have  any  opportunity  of  debate, 
once  they  got  in  the  bill  you  could  not 
change  it. 

One  of  those  was  granting  EVD. 
That  happens  to  be  a  technical  term 
for  extended  voluntary  departure.  It 
means  you  permatize,  you  legalize 
people  who  are  here  illegally  until 
such  time  as  another  event  takes 
place. 

What  has  happened  is  every  single 
EVD  that  has  been  granted  in  the  past 
has  been  every  single  person  granted 
extended  voluntary  departure  in  the 
United  States.  EVD  was  something 
that  use  to  be  given  as  blanket  author- 
ity to  the  Attorney  General  to  take 
care  of  refugee  problems. 

EVD  was  how  the  people  from  Hun- 
gary came  here  after  the  Hungarian 
revolution.  EVD  was  the  way  Cubans 
came  here.  In  1980  this  Congress  de- 
cided that  we  were  not  going  to  do 
that  anymore.  There  was  an  ad  hoc 
approach  to  it,  oftentimes  subject  to 
political  influence,  depending  on  what- 
ever administration  was  in  office.  We 
were  going  to  establish  a  criterion  to 
govern  the  admission  of  refugees  into 
this  country.  We  would  adopt  the 
United  Nations  protocol,  expanding 
our  definition  of  refugees,  basically 
saying  a  refugee  is  someone  who  has  a 
well-founded  fear  of  persecution  based 
on  five  different  criteria  such  as  perse- 
cution for  religious  belief,  for  political 
belief,  because  of  belonging  to  a  par- 
ticular ethnic  group,  et  cetera.  We  said 
that  is  the  way  we  want  it  to  happen 
in  the  future.  We  are  not  going  to  use 
EVD,  anymore. 

We  are  going  to  set  up  a  procedure 
that  is  not  subject  to  political  manipu- 
lation. Everyone  will  be  viewed  the 
same  and  individually.  That  is  what 
happened  with  countless  refugees 
around  the  world.  Yet  in  this  bill  if  we 
had  adopted  the  rule,  an  amendment 
would  have  been  thrown  into  it  on 
which  we  could  not  do  anything,  we 
could  not  vote  on  it  up  or  down  by 
itself,  in  which  every  single  Salvador- 
an  and  every  single  Nicaraguan  in  this 
country  before  November  of  this  past 
year  would  be  able  to  stay  here  for- 
ever. 

Now.  some  people  say  well.  look, 
they  are  having  problems  down  in  El 
Salvador  and  we  should  allow  every 
Salvadoran  to  be  here.  That  was  a  cry 
we  had  in  this  Congress  over  the  last 
couple  of  years.  As  a  result,  the  rank- 
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ing  Republican  of  the  Committee  on 
the  Judiciary,  Hamilton  Fish,  and 
others  came  up  with  a  plan  where  we 
would  follow  every  single  Salvadoran 
who  was  deported  from  the  United 
States  back  to  his  home  country.  For 
the  last  2  years  that  has  been  done, 
not  by  the  U.S.  State  Department,  not 
by  the  U.S.  Justice  Department,  not 
by  any  agency  of  the  U.S.  Govern- 
ment, but  by  ICEM,  which  is  an  inter- 
national organization  that  helps  with 
migration  of  people.  It  started  in  the 
aftermath  of  World  War  II  to  put  dis- 
placed people  into  homelands  follow- 
ing World  War  II.  Then  it  extended 
worldwide.  ICEM  meets  every  single 
deportee  from  the  United  States  to  El 
Salvador,  sees  if  they  can  help  them, 
gives  them  postcards  to  send  back  to 
them  so  that  they  can  check  on  them, 
and  then  goes  out  and  checks  on  them. 
And  in  2  years  how  many  people  have 
they  found  were  killed  when  they 
went  back  to  El  Salvador  after  being 
deported  by  the  United  States?  Be- 
cause that  was  the  argument  heard  as 
to  why  we  must  grant  extended  volun- 
tary departure  to  all  Salvadorans.  Two 
people,  two  people  have  died  in  that 
entire  period  of  time.  One  was  killed 
trying  to  perform  an  armed  robbery, 
and  the  other  died  in  a  barroom  brawl 
in  a  dispute  over  a  soccer  match. 

No  other  death  has  been  shown.  And 
that  is  not  by  the  United  States,  that 
is  by  an  international  organization. 

The  other  fact,  that  people  do  not 
like  to  talk  about,  is  that  Salvadoran 
nationals  are  the  second  largest  group 
of  illegal  aliens  apprehended  in  the 
United  States  now,  but  have  been  for 
24  straight  years.  They  were  coming  al 
norte  before  Duarte,  before  D'Aubuis- 
son,  before  the  Communists,  before  ev- 
erything. For  24  years  Salvadorans 
have  been  the  second  largest  group  of 
illegal  aliens  in  the  United  States. 
They  are  coming  because,  basically, 
for  economic  reasons,  and  I  do  not 
blame  them.  The  point  is  we  cannot 
determine  our  immigration  problems 
because  of  the  problems  of  another 
country's  economics.  Yet,  we  would 
have  been  required  under  the  rule 
that  was  up  upon  its  adoption  to  allow 
every  single  Salvadoran  and  Nicara- 
guan  in  this  country  illegally  to  be 
granted  extended  voluntary  departure 
no  matter  when  they  came  in  before 
November. 

Now,  that  is  a  subject  that  needs  to 
be  debated,  a  subject  that  needs  to  be 
voted  on.  It  is  a  subject  that  probably 
should  not  be  in  this  bill  but  even  let 
us  grant  them  the  right  to  have  it  in 
this  bill,  which  was  not  from  any  of 
the  committees,  we  ought  to  have  the 
right  to  vote  that  up  or  down  because 
I  think  the  American  people  would 
like  us  to  do  that. 

What  it  is  is  an  extension  of  the 
sanctuary  movement.  It  is  permatizing 
and  giving  Government  direction  and 
recognition  to  a  sanctuary  movement. 


something  which  has  been  rejected  by 
INS,  which  has  been  rejected  by  the 
Justice  Department,  which  has  been 
rejected  by  the  Government  and 
which  has  never  gotten  anyplace  on 
the  floor  of  the  House  when  independ- 
ently voted. 
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Yet  we  would  have  been  required  if 
we  adopted  the  rule  today  on  the  im- 
migration bill  to  accept  that  into  the 
bill  and  have  no  opportunity  to  vote 
on  it. 

In  other  words,  we  were  told  this:  If 
you  want  immigration  reform,  we  are 
going  to  hold  you  up  on  the  floor.  You 
have  got  to  accept  what  we  want  you 
to  accept,  even  though  we  know  we 
could  not  pass  it  on  the  floor  if  it  were 
required  to  be  voted  on.  Ladies  and 
gentleman  and  my  colleagues,  it  just 
seems  to  hie  that  is  not  the  way  we 
ought  to  do  business  here. 

Mr.  Speaker,  what  I  am  trying  to  say 
is  this.  There  are  many  of  us  who  are 
genuinely  concerned  about  immigra- 
tion reform.  We  have  been  working  on 
it  on  a  bipartisan  fashion.  I  truly 
regret  that  partisanship  erupted,  as 
least  as  reflected  in  the  Rules  Commit- 
tee on  the  rule  that  was  passed  out 
here.  To  deny  a  Member  an  opportuni- 
ty to  offer  an  amendment  on  the  most 
controversial  issue  within  the  immi- 
gration bill  for  the  reason  that  that 
Member  would  be  successful  and, 
therefore,  suggesting  that  Member's 
amendment  was  what  the  majority 
wanted  is  not  the  way  we  ought  to  do 
business  here. 

Now  some  are  saying  that  those  of 
us  who  opposed  the  rule  today  have 
killed  immigration  reform.  I  hope  that 
is  not  true.  It  does  not  have  to  be  true. 
But  let  us  not  have  any  finger  point- 
ing. Let  us  talk  about  where  we  are 
right  now. 

Many  of  us  have  suggested  for  a 
long  period  of  time  that  we  ought  not 
to  let  immigration  go  to  the  end  of  the 
year.  I  said  that  weekly,  monthly,  even 
daily  at  times  for  the  last  2  years. 

We  have  commemorated  more  days, 
we  have  commemorated  more  anniver- 
saries, we  have  commemorated  more 
quarter-century  anniversaries,  we  have 
commemorated  more  diseases  than 
perhaps  any  other  Congress.  But  while 
doing  all  those  things,  and  all  of  those 
things  are  certainly  valuable,  we 
pushed  immigration  reform  again  to 
the  back  of  the  calendar.  And  now 
since  we  are  at  the  back  of  the  calen- 
dar, we  are  told  to  accept  the  rule  that 
we  give  you  that  denies  the  will  of  the 
House  or  you  kill  immigration  reform. 
I  do  not  accept  that,  Mr.  Speaker. 
There  is  time  today.  There  is  time  this 
weekend.  There  is  time  Monday. 
There  is  time  Tuesday  for  the  Rules 
Committee  to  reconvene  and  send 
back  the  rule  they  know  they  can  pass 
in  this  House. 


If  the  leadership  truly  wants  to  give 
the  Members  of  the  House  of  Repre- 
sentatives an  opportunity  to  work  its 
will  on  the. immigration  bill,  the  Rules 
Committee  can  reconstitute  itself  and 
can  vote  out  a  bill  that  they  know  we 
can  pass  on  the  floor.  We  told  them 
what  it  was  they  could  pass  on  the 
floor.  And  we  could  be  involved  with 
immigration  reform  next  week.  To  say 
it  is  too  late  is  to  beg  the  question. 
Those  who  make  it  very  late  ought  not 
to  be  able  to  use  the  excuse  that  now 
it  is  too  late  to  do  anything  about  it. 

The  Speaker  has  told  us  in  the  past 
that  he  alone  controls  the  schedule. 
The  Speaker  has  said  on  the  floor  that 
no  one  else  does,  he  does.  Mr.  Speaker, 
you  control  the  schedule,  you  can  get 
it  back  up. 

We  have  been  told  time  and  again 
that  the  Speaker's  party  controls  the 
Rules  Committee.  It  controls  by  a  2-to- 
1-plus-l  majority  in  the  Rules  Com- 
mittee. What  does  that  mean?  That 
means  they  can  pass  out  any  rule  they 
wish  to  with  a  2-to-l-plus-l  margin. 
Democrat  over  Republican.  If  they 
want  to  pass  out  a  rule,  they  can 
schedule  it  right  now.  In  the  last 
couple  of  weeks  we  have  had  meetings 
of  the  Rules  Committee  scheduled  as 
soon  as  a  rule  was  defeated  on  the 
floor  or  as  soon  as  they  made  a  deci- 
sion. In  some  cases  it  was  even  a  little 
late  telling  the  Republican  Members 
that  the  Rules  Committee  was  meet- 
ing. They  were  nice  enough  to  let  us 
know  just  before  the  rule  was  voted 
out. 

But  the  point  is  they  can  convene  it 
anytime,  and  that  rule  can  come  out, 
If  they  truly  want  immigration 
reform,  we  can  still  act. 

Some  said  that  those  of  us  on  our 
side  who  voted  against  the  rule  be- 
cause we  did  not  get  our  way  are  no 
better  or  worse  than  they  are  because 
all  they  wanted  to  do  was  to  get  their 
way. 

But  there  is  an  essential  difference. 
We  said,  just  give  us  a  vote.  We  will 
accept  the  will  of  the  House. 

I  was  asked  in  the  Rules  Committee 
by  a  Democratic  Member,  Martin 
Frost  of  Texas,  if  you  have  the  oppor- 
tunity to  offer  your  alternative  to  the 
Schumer  amendment,  the  so-called 
Wilson  amendment,  which  basically 
parrots  the  Panetta-Morrison  amend- 
ment which  passed  on  this  floor  by 
about  a  56-vote  margin  2  years  ago, 
and  you  are  not  successful,  would  you 
support  the  overall  immigration  bill? 

I  said  that  if  I  had  my  fair  shot  on 
the  floor  and  we  had  an  up  or  down 
vote  on  it  and  I  lost,  even  though  I 
thought  I  should  have  prevailed.  I 
would  still  go  forward  and  vote  for  the 
bill  because  I  believe  in  immigration 
reform.  That  is  all  we  are  asking. 

It  just  seems  awfully  strange  that  in 
the  people's  House,  the  place  that  we 
bring  children  to.  the  place  that  high 
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school  classes  come  for  their  senior 
trip  to  see  what  democracy  is  all 
about,  that  we  say  Members  are  wrong 
or  Members  are  obstructionists  if  they 
ask  for  a  simple  vote  on  an  issue  that 
has  already  proven  itself  to  be  crucial 
to  the  overall  issue  being  then  consid- 
ered. How  can  you  say  that  Members 
are  truly  Members  of  the  House  of 
Representatives  if  they  are  denied  the 
right  to  represent  their  constituents? 
How  can  you  say  this  is  the  House  of 
the  people  if  the  people's  representa- 
tives are  denied  the  chance  to  have  a 
vote  on  the  question  of  whether  you 
are  going  to  legalize  250.000  to  300,000 
people  whose  only  claim  of  a  connec- 
tion to  the  United  States  is  they 
worked  60  days  last  year  in  agricul- 
ture? 

Thank  God  we  do  not  extend  it  to 
ice  hockey,  because  most  fellows  from 
Canada  who  come  down  here  to  play 
ice  hockey  play  more  than  60  games. 
Thank  God  we  do  not  give  it  to  every 
Italian  singer  who  comes  over  here,  or 
every  international  actor  who  comes 
over  or  every  businessman  who  comes 
over  here  or  every  student.  We  grant 
student  visas  and  students  are  in  the 
United  States  longer  than  60  days. 
Should  we  not  give  them  citizenship 
rights  because  they  have  been  in  this 
country  60  days? 

Look  at  it  the  other  way.  Does  any- 
body think  any  other  country  would 
say  to  any  American,  "Yes.  you  have 
been  in  our  country  60  days,  so  we  are 
going  to  grant  you  full  permanent  resi- 
dency rights.  We  are  going  to  grant 
you  citizenship  rights  in  5  years.  And. 
oh.  yes.  by  the  way.  with  the  excep- 
tion of  one  welfare  program,  you  will 
immediately  be  eligible  for  any  and  all 
welfare  programs  that  we  have.  Oh. 
and  yes.  you  can  petition  to  have  all  of 
your  family  come  in  as  permanent 
residents  and  citizens  because  you 
have  worked  here  for  60  days." 

The  country  of  Mexico  does  not 
allow  you  to  work  in  that  country 
unless  you  have  a  work  permit,  unless 
your  work  permit  has  been  renewed 
and  is  up  to  date.  And  you  have  to  go 
to  their  governmental  agencies  to  get 
that  permit  on  a  regular  basis.  That  is 
just  to  work  there.  Yet  we  are  going  to 
give  citizenship  away  that  much. 

I  have  worked  on  this  floor  for  the 
agricultural  interests.  I  have  taken  a 
lot  of  political  hits  for  working  for  the 
agricultural  interests.  But  I  happen  to 
think  they  have  a  legitimate  concern. 
I  am  not  willing  to  work  for  the  agri- 
cultural interests  by  selling  out  the 
rest  of  the  country. 

If  the  agricultural  section  that  had 
been  supposedly  agreed  to  by  this  mys- 
terious group  that  worked,  if  it  did  not 
affect  the  other  parts  of  the  bill,  if  it 
did  not  affect  the  idea  of  citizenship 
rights,  if  it  did  not  affect  the  idea  of 
legalization,  if  it  did  not  affect  the 
whole  idea  what  it  takes  to  be  a  citizen 
in  this  country  and  what  it  is  worth  to 


be  a  citizen  in  this  country.  I  would 
say  let  them  work  their  deal  and.  if  we 
can  all  sign  off  on  it.  OK. 

But  they  did  not  do  that.  They  went 
in  to  the  area  of  citizenship,  who  is 
able  to  get  citizenship  rights  and  who 
is  not  able  to  get  citizenship  rights, 
who  goes  to  the  front  of  the  line  and 
who  stays  behind.  It  seems  to  me  we 
cannot  stand  by  and  accept  that.  We 
still  have  time. 

Let  me  just  end  with  the  three 
words  that  were  used  to  describe  this 
provision  with  which  I  have  great  ob- 
jection: "abomination,  outrageous, 
whacko."  That  is  the  description  given 
for  that  particular  provision  by  three 
of  the  people  who  voted  for  it. 

I  could  tell  you  what  I  think  about  it 
but  I  would  not  be  as  mild. 

Mr.  FRENZEL.-Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  LUNGREN.  I  yield  to  the  gen- 
tleman from  Minnesota. 

Mr.  FRENZEL.  Would  the  gentle- 
man tell  me,  did  we  not  go  through 
this  same  procedure  last  session? 

Mr.  LUNGREN.  We  did  in  terms  of 
the  lateness  of  the  hour,  but  they  gave 
us  a  fair  rule  last  session,  surprisingly. 

Mr.  FRENZEL.  But  they  brought 
the  bill  up  within  the  last  2  weeks  of 
the  session.  The  bill  was  filibustered 
to  death  by  threat  of  amendment,  as  I 
recall. 

Mr.  LUNGREN.  They  did  that  two 
Congresses  ago. 

Mr.  FRENZEL.  And  then  they  had  2 
years,  they  being  the  House  leadership 
in  this  case,  to  bring  another  bill  back 
so  that  we  could  work  on  it  with  a  rea- 
sonable procedure  and  a  chance  for 
the  House  to  work  its  will. 

Can  the  gentleman  tell  me  why  we 
waited  until  2  weeks  or  1  week  before 
we  are  to  adjourn  before  that  bill 
came  to  the  floor  of  the  House? 

Mr.  LUNGREN.  I  can  only  surmise, 
but  I  would  suggest  this  to  the  gentle- 
man. I  have  been  told  time  and  again 
that  if  we  had  an  opportunity  to  vote 
on  the  package  on  agriculture  that  we 
had  dealt  with  on  the  floor  before, 
that  we  would  be  successful  and. 
therefore,  they  were  going  to  do  every- 
thing they  could  to  deny  us  that  op- 
portunity. If  they  brought  it  up  too 
early  in  the  session,  it  would  be  easier 
to  defeat  a  rule.  If  you  bring  it  up  late 
in  the  session,  they  blame  you  for  kill- 
ing the  bill. 

I  suggest  that  is  the  position  they 
put  us  in.  The  rule  was  killed,  but  we 
did  not  kill  the  rule  and  the  rules  pros- 
pects. They  did  by  placing  it  where  it 
was  with  the  rule  they  had. 

Mr.  FRENZEL.  So  the  House  leader- 
ship was  nervous  about  having  a  vote 
in  the  House.  Anything  as  undemo- 
cratic as  letting  the  Members  express 
their  preference  was  not  acceptable? 
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Mr.  LUNGREN.  I  was  told  specifical- 
ly by  members  of  the  Rules  Commit- 


tee on  the  other  side  of  the  aisle  that 
is  precisely  why  they  denied  the  rule 
that  we  asked  for  because  they  knew 
that  we  would  prevail. 

Mr.  FRENZEL.  So,  in  effect,  the 
leadership  of  this  House  does  not  want 
a  bill  if  it  is  the  bill  the  House  wants. 

Mr.  LUNGREN.  Not  only  that,  but 
the  distinguished  chairman  of  the  Ju- 
diciary Committee  mentioned  on  the 
floor,  and  then  aftetward  in  a  press 
conference  at  which  I  was  attending 
just  outside  these  doors,  that  if  the 
bill  contained  the  will  of  the  House  on 
that  question,  he  would  not  bring  it  to 
conference;  he  would  do  everything  he 
could  to  kill  it. 

In  other  words,  he  is  saying  that  if 
the  will  of  the  House  prevails,  he  will 
kill  the  bill,  and  he  was  not  going  to 
allow  that  to  happen;  he  wanted  it  to 
die  aborning. 

Mr.  FRENZEL.  If  the  gentleman  will 
yield  further,  it  is  pretty  clear  that  the 
House  leadership  and  the  House  ma- 
jority does  not  want  an  immigration 
bill,  and  if,  as  a  majority  they  can  do 
whatever  they  want,  I  think  it  is  a 
shame.  I  think  the  House  needed  the 
bill. 

I  supported  the  bill  2  years  ago  even 
though  there  were  many  features  of  it 
to  which  I  objected,  particularly  giving 
the  prize  of  citizenship  to  people  who 
have  successfully  broken  our  laws  for 
a  long  period  of  time. 

I  object  to  that  feature  of  the  bill, 
yet  I  think  we  need  a  bill.  I  share  the 
gentleman's  regret  that  we  do  not 
have  one.  I  must  say  that  this  was  one 
of  the  House's  more  shabby  hours  this 
afternoon  when  we  were  given  such  an 
unacceptable  set  of  choices  instead  of 
an  opportunity  for  the  House  to  work 
its  will. 

I  thank  the  gentleman  for  his  discus- 
sion. It  has  been  helpful  to  me.  I  am 
not  on  the  committee.  I  am  glad  to 
know  how  things  work  around  here.  I 
am  glad  for  the  information.  I  am  dis- 
appointed to  know  how  things  work. 

Mr.  LUNGREN.  I  thank  the  gentle- 
man for  his  remarks.  I  want  to  con- 
gratulate the  gentleman  as  one  of  the 
people  from  a  State  which  is  not  most 
affected  by  the  illegal  alien  problem 
and  who  is  not  on  the  committee,  who 
stuck  with  us  last  time  and  did  work 
for  the  bill  and  did  vote  for  passage  of 
the  bill  when  many  did  not. 

Yet.  at  times  when  you  are  present- 
ed with  an  outrageous  circumstance, 
you  just  cannot  accept  it.  The  point  I 
want  to  stress,  in  concluding,  is  that 
we  still  have  time.  If  they  are  truly  in- 
terested in  getting  a  bill  through,  the 
Speaker  can  schedule  it,  the  Rules 
Committee,  which  we  have  been  told 
they  control,  can  get  another  rule  out. 
We  can  get  rid  of  the  bad  features  of 
the  rule  that  caused  its  defeat  today. 
We  can  allow  the  House  to  work  its 
will. 
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I  do  not  think  we  have  to  accept 
threats  that  that  will  kill  the  bill. 
That  is  that  the  majority  will  not 
allow  it  to  go  to  conference.  I  do  not 
think  they  will  do  that;  I  have  got 
more  faith  that  they  want  an  immigra- 
tion bill  too. 

I  think  we  ought  to  have  a  chance  to 
vote  on  what  the  people  want.  We  will 
decide  what  they  want  by  the  vote  of 
their  Representatives  and  go  with 
that.  I  do  not  understand  why  the  big 
"D"  in  democrat  and  the  small  "d"  in 
democrat  have  to  chance  the  notion  of 
democracy.  It  ought  to  be  same.  Give 
us  a  chance  to  vote  is  all  we  are  asking. 


A  MEMBERS  12- YEAR 
MICROCOSM  OF  AMERICA 

The  SPEAKER  pro  tempore.  Under 
a  previous  order  of  the  House,  the  gen- 
tleman from  Iowa  [Mr.  Bedell]  is  rec- 
ognized for  60  minutes. 

Mr.  BEDELL.  Mr.  Speaker,  as  I 
come  to  the  end  of  my  12  years  of 
service  here  in  the  Congress,  I  have 
asked  for  this  special  time  in  order  to 
talk  about  my  appreciation  for  what 
my  colleagues  here  have  meant  to  me; 
to  talk  a  little  bit  about  my  beliefs,  my 
dreams  for  this  Congress,  my  dreams 
for  our  country,  to  talk  a  little  bit 
about  how  it  is  that  I  come  to  be  in 
this  great  body. 

Let  me  start  by  saying  that  I  truly 
love  it  here.  It  is  very  difficult  for  me 
to  leave.  For  those  that  do  not  know,  I 
have  suffered  from  a  disease  for  over  a 
year  in  that  I  was  bitten  by  a  wood 
tick  and  came  down  with  a  disease 
called  Lyme's  disease  in  which  the 
symptoms  have  been  very  similar  to 
mononucleosis  for  about  a  year.  Under 
those  circumstances,  I  felt  that  in 
spite  of  my  love  for  this  life  and  this 
body,  it  would  not  be  right  to  my  con- 
stituents to  continue  to  serve  here. 

I  am  pleeised  to  report  that  due  to  a 
series  of  shots  some  2  months  ago,  it 
now  appears  that  that  disease  is  final- 
ly whipped  and  I  have  regained  my 
normal  health. 

It  is  great  to  have  been  here  because 
of  the  great  people  that  serve  in  this 
body  and  it  breaks  my  heart  that  so 
many,  many  times  people  talk  about 
how  terrible  the  Members  of  Congress 
may  be.  Let  me  say  that  I  have  never 
been  in  all  my  life  with  a  finer  group 
of  people  than  I  find  here  in  the  Con- 
gress. 

I  am  thankful  to  my  constituents  for 
the  fact  that  they  have  permitted  me 
to  serve  these  12  years  even  though  I 
am  a  Democrat  in  a  very  Republican 
district.  I  tell  everything  it  really  ap- 
pears that  I  was  born  under  a  lucky 
star.  All  through  my  life,  it  has  just 
seemed  as  if  the  Lord  has  smiled  upon 
me. 

The  first  time  he  smiled  upon  me 
was  when  he  gave  me  the  parents  that 
he  gave  me  and  the  grandparents  and 
the  brother  that  I  had.  Prom  them  I 


believe  I  learned  family  values.  I  had 
parents  that,  whatever  I  wanted  to  do, 
said,  "Well,  Berk,  why  don't  you  go 
ahead  and  try?"  Many  times  there 
were  things  that  normal  parents 
would  have  said  do  not  do,  that  is  fool- 
ish, but  my  parents  said,  "If  you  wish 
to  try,  go  ahead." 

My  grandmother  told  me  that  you 
can  do  almost  anything  within  reason 
if  you  will  only  set  your  mind  to  it. 
How  right  my  grandmother  was.  My 
parents  taught  me  to  enjoy  the  great 
outdoors.  I  remember  when  my  father 
and  mother  left  me  on  the  shores  of 
one  of  our  lakes  as  they  went  on  down 
the  lake  with  their  fly  rods,  and,  as  I 
sat  there  with  my  cane  pole  and  worm 
and  pulled  in  my  first  fish,  my  father 
was  so  proud  that  the  next  day  he  had 
to  take  me  downtown  and  get  my  pic- 
ture taken  and  parade  me  around  to 
his  friends. 

Some  of  the  great  joys  I  have  had 
are  camping  in  the  wilderness,  repre- 
sented so  well  by  my  friend  from  Min- 
nesota, fishing  and  hunting  with  my 
brother  in  the  outdoors.  Because  of 
those  experiences  to  some  extent  I  was 
fortunate  enough  that,  at  the  age  of 
15,  I  took  $50  I  had  saved  from  my 
newspaper  route  and  started  a  busi- 
ness of  making  and  selling  fishing 
tackle. 

It  is  a  very  interesting  story  of  how 
that  business  grew  and  developed.  I 
will  not  go  into  all  of  the  details  at 
this  time,  except  to  say  that  if  it  had 
not  been  for  parents  who  said,  'Go 
ahead,  take  our  car  and  take  the  back 
off  the  front  seat  and  build  a  bed  and 
go  out  to  sell  your  fishing  leaders  that 
you  do  not  know  how  to  make,"  at 
that  time,  if  they  had  not  said,  "Go 
ahead  and  use  your  bedroom  and  use 
our  living  room  and  use  the  rest  of  the 
house  as  your  factory,  we  will  get  by, " 
that  would  not  have  happened. 

As  that  business  grew  and  developed, 
I  finally  came  to  the  point  where  I  re- 
alized that  I  had  a  sizable  business  on 
my  hands  and  all  I  knew  about  man- 
agement was  what  I  had  learned  about 
my  newspaper  route.  So  I  packed  my 
bags  and  I  went  off  to  a  management 
course  for  presidents  that  was  put  on 
by  the  American  Management  Associa- 
tion in  Hamilton,  NY. 

There  were  18  presidents  at  that 
course.  In  our  area,  there  was  the 
president  of  General  Mills,  the  presi- 
dent of  Minneapolis  Honeywell  and 
Berk  Bedell.  I  figured  it  out,  and  the 
average  annual  sales  for  the  18  that 
were  in  attendance  was  more  than 
$100  million  per  company.  Let  me  tell 
you,  it  would  have  been  much  larger  if 
I  had  not  been  there  to  bring  the  aver- 
age down  for  all  the  others. 

But  I  decided  I  should  listen  to  what 
they  had  to  say  because  if  it  was  suffi- 
ciently important  for  people  of  that 
stature  to  take  time  from  their  lives  to 
come  to  try  to  learn  how  to  manage 
that  I  had  better  listen.  Thank  God  I 


did  because  it  started  to  change  my 
life. 

At  management  course,  they  told  us 
that  the  first  thing  you  have  to  do  if 
you  are  going  to  manage  any  oper- 
ation of  any  kind  is  to  determine  what 
it  is  you  are  trying  to  accomplish  with 
what  you  may  be  managing  and  to 
write  it  out.  You  would  be  surprised 
how  few  people  can  tell  you  just  what 
it  is  they  are  trying  to  accomplish  with 
what  they  are  managing.  It  is  not  just 
to  make  a  profit.  Profits  are  of  no 
value  unless  they  serve  some  particu- 
lar purpose. 

So  I  went  home  and  it  took  nearly  1 
year  to  write  out  the  goals  and  objec- 
tives of  what  we  were  trying  to  accom- 
plish with  this  fishing  tackle  company 
that  I  had  started.  Then  I  said  to 
myself,  "Berk,  if  it  is  important  for 
you  to  try  to  determine  what  you  are 
trying  to  accomplish  with  your  busi- 
ness and  to  write  it  out,  surely  it  must 
be  important  for  you  to  do  that  with 
your  life,  because  surely  your  life  is  as 
important  as  your  business. " 

I  proceeded  to  write  out  my  goals 
and  objectives  for  the  rest  of  the  life 
that  God  has  given  me  on  this  Earth 
and  how  I  wanted  to  live  the  rest  of 
that  life.  For  a  long  time.  I  went 
•around  the  country  making  speeches 
to  people  just  urging  them  to  get  out  a 
pencil  and  paper  and  start  to  write  out 
what  they  wanted  to  do  with  the  rest 
of  the  life  they  had  here  and  how  they 
wanted  to  live  it. 

D  1355 

Largely  because  of  that,  about  15 
years  ago,  as  my  wife  and  I  looked  at 
our  lives,  we  decided  we  wanted  to  try 
to  do  something  about  some  of  the 
concerns  we  had.  so  I  hired  a  manager 
to  manage  my  business  and  I  spent  1 
year  just  going  around  the  country 
looking  at  what  we  might  want  to  do 
in  order  to  try  to  help  with  some  of 
the  problems  that  concern  us. 

Finally,  I  decided  I  wanted  to  run 
for  Congress.  I  had  a  poll.  The  pollster 
said,  "Don't  run,  you  don't  have  a 
chance. "  But  I  remembered  what  my 
grandmother  had  told  me.  and  I  did. 
Here  I  am.  What  a  wonderful  experi- 
ence this  has  been. 

I  came  in  with  the  wonderful  class, 
the  Watergate  class,  of  the  94th  Con- 
gress, along  with  my  colleague,  the 
gentleman  from  Minnesota  [Mr.  Ober- 
star]. 

It  was  one  of  the  great  experiences 
of  my  life  as  we  first  met  in  that  class. 
I  have  always  sort  of  been  out  of  step 
at  home.  I  was  a  Democrat  among  a 
whole  group  of  Republicans.  I  was  one 
of  the  first  to  feel  that  the  Vietnam 
war  was  wrong,  and  spoke  out  in 
regard  to  it  at  a  time  when  that  was 
not  a  very  popular  thing  to  do. 

I  came  in  with  those  Members  of 
this  class,  and  here  we  were;  we  all 
agreed;  we  all  wanted  to  do  the  same 
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thing.  We  all  had  the  same  values.  If 
there  ever  was  a  fearless  group,  in  my 
opinion,  that  was  it. 

They  were  articulate  and  unified 
and  intelligent.  They  all  wanted  a 
clean  environment  and  a  peaceful 
world  and  an  effective  Government 
and  concern  for  the  underprivileged. 

When  I  was  looking  around  that 
year  at  what  I  wanted  to  do,  one  of 
the  things  I  did  was  to  stay  at  the 
home  of  a  friend  up  in  Connecticut 
along  the  seashore.  At  the  time  I  was 
staying  there,  another  guest  in  that 
same  home  was  one  of  the  astronauts. 

The  next  morning,  out  in  front  of 
his  home,  they  were  shooting  a  movie 
with  the  astronaut.  I  will  never  forget 
what  he  had  to  say.  He  had  a  globe 
there  and  he  said,  "As  we  were  travel- 
ing on  that  spaceship  toward  the 
Moon,  we  realized  that  the  three  of  us 
had  to  work  together  with  our  limited 
space  and  limited  resources  and  limit- 
ed waste  disposal  system."  He  said, 
then,  "As  I  was  traveling,  I  looked  out 
that  little  window  and  I  saw  that  beau- 
tiful blue  and  white  ball  that  we  call 
Earth.  I  realized  that  was  something 
special  that  God  had  put  in  this  uni- 
verse." 

He  said,  then. 

All  of  a  sudden,  a  strange  thing  happened. 
All  of  sudden.  I  realized  that  that  beautiful 
blue  and  white  ball  that  we  call  Earth  was  a 
spaceship,  just  as  surely  was  the  one  of 
which  we  were  traveling.  It  had  limited 
space  and  limited  resources  and  limited 
waste  disposal  system,  just  as  surely  as  did 
ours.  But  whereas  we.  the  three  of  us.  were 
working  together  to  do  everything  we  could 
to  bring  that  journey  through  safely,  recog- 
nizing those  limitations,  the  crew  of  3  bil- 
lion people  back  on  Earth  were  not  doing 
the  same. 

How  true  he  was. 

One  of  the  activities  that  I  have  par- 
ticipated in  here  in  the  Congress  has 
been  a  prayer  breakfast  group  that 
meets  every  Thursday  morning  at  8 
o'clock.  As  we  meet  in  that  prayer 
breakfast  group,  each  morning  one  of 
the  Members  talks  to  us  about  his 
faith  and  his  belief  and  his  life  and  his 
experiences.  Only  a  few  weeks  ago,  we 
were  privileged  to  have  our  friend,  the 
gentleman  from  Florida  [Mr.  Nelson], 
a  Member  of  this  l)ody.  talk  to  us 
about  his  experiences  as  he  was  on  the 
last  crew  that  went  up  in  the  space 
shuttle  before  the  Challenger  disaster. 

He  pointed  out  the  same  thing  about 
his  realization  as  he  was  up  and  looked 
back  at  our  planet  and  how  he  realized 
how  small  this  planet  has  become  and 
how  fragile  it  is.  We  realize  at  this 
time  that  we  now  have  a  sufficient  nu- 
clear weapons  capability  to.  for  the 
first  time  in  the  history  of  mankind, 
make  this  planet  uninhabitable  for 
human  life. 

It  is  not  a  cinch,  but  there  are  many 
scientists  who  would  tell  you  that  if 
we  get  into  a  major  nuclear  exchange 
with  the  Soviet  Union,  there  is  a  sub- 
stantial chance  that  we  will  destroy 


the  ability  of  this  spaceship  on  which 
we  live  to  sustain  life  here  on  our 
planet. 

As  we  look  at  this  planet.  Earth,  I 
would  hope  we  would  realize  that  we 
have  to  either  learn  to  live  together  or 
die  together.  I  hope  we  would  recog- 
nize the  problems  of  pollution  and  re- 
alize that  we  have  a  limited  waste  dis- 
posal system,  just  as  did  that  space- 
ship. 

I  am  pleased  to  say  that  in  this  area, 
I  believe  we  are  making  progress  in 
regard  to  pollution.  It  is  no  secret  that 
I  love  to  fish.  Now  I  can  fish  in  the  Po- 
tomac River  right  in  Washington,  DC, 
and  I  can  eat  the  fish  that  I  catch 
from  that  river. 

One  of  the  great  things  that  my 
family  has  enjoyed  here  in  Washing- 
ton is  the  great  out-of-doors  that  is 
here  and  the  great  opportunity  we 
have  to  enjoy  that  so  close  at  hand. 

Some  people  came  in  wanting  to  film 
me  fishing  here  in  Washington  and 
have  an  interview  with  me.  They 
wanted  to  set  it  up  so  that  we  would 
be  able  to  tell  that  it  was  in  Washing- 
ton. So  I  took  them  down  to  a  pond  on 
the  mall  right  near  the  Vietnam  Me- 
morial. Not  only  could  they  interview 
me  fishing  on  that  pond  right  on  the 
mall,  but  as  I  was  talking  and  fishing, 
they  could  see  me  catching  a  number 
of  fish  right  here  in  the  city  limits. 

I  have  friends  who  take  me  trout 
fishing  and  we  can  walk  along  a 
stream  no  more  than  30  minutes  from 
the  city  limits  of  Washington  and  fish 
for  all  morning,  never  seeing  another 
person.  So  I  would  hope  that  as  I  leave 
Congress,  those  who  are  here  would 
continue  to  appreciate  the  importance 
of  continuing  to  preserve  this  great 
outdoors  in  which  we  live. 

It  is  one  of  the  great  advantages 
that  we  have  in  living  in  this  country 
that  we  are  fortunate  enough  to  live 
in. 

I  am  thankful  for  not  only  the  out- 
door opportunity  that  exists  here,  but 
the  many  other  opportunities  that 
come  with  life  in  this  Congress.  I  am 
thankful  for  the  opportunities  we 
have  to  learn.  I  know  of  no  place 
where  there  are  equivalent  opportuni- 
ties for  us,  for  anyone,  to  learn  as  we 
have  all  the  various  briefings  that  are 
available,  and  where  we  can  call 
almost  anyone  and  they  come  and 
meet  us  and  try  to  give  us  information 
on  any  issue  that  may  be  of  concern  to 
us. 

I  am  thankful  for  the  opportunity  I 
have  had  to  influence  what  happens  in 
regard  to  small  business,  particularly 
with  the  background  I  had  as  I  started 
in  as  a  schoolboy  with  that  $50. 

I  am  thankful  for  having  been  able 
to  serve  under  our  great  chairman,  the 
gentleman  from  Maryland  [Mr. 
Mitchell].  I  am  thankful  for  the  op- 
portunity I  have  had  to  serve  under 
the  chairman  of  the  Committee  on  Ag- 
riculture, the  gentleman  from  Texas 


[Mr.  DE  LA  Garza].  I  feel  kind  of  bad 
about  that.  When  the  gentleman  was 
up  for  chairmanship  of  that  commit- 
tee, I  did  not  think  he  should  be  chair- 
man. I  opposed  him  as  chairman. 

It  was  a  mistake.  I  want  to  tell  every- 
one that  I  have  made  a  mistake.  The 
gentleman  has  turned  out  to  be  a 
great  chairman  of  that  committee.  He 
listens  to  all  of  us  and  he  leads  us  well. 

The  great  thing  about  the  Commit- 
tee on  Agriculture  is  that  it  is  not  a 
partisan  committee.  The  members  on 
that  committee  are  there  to  try  to  do 
what  they  can  to  help  farmers. 

I  happen  to  believe  that  we  have  se- 
rious problems  in  agriculture,  not  only 
now,  but  into  the  future.  I  am  fortu- 
nate enough  to  be  chairman  of  the 
subcommittee  that  has  to  do  with  de- 
partment operations,  research,  and 
foreign  agriculture.  On  that  commit- 
tee, I  have  many  colleagues,  but  there 
are  two  in  particular  that  I  wish  to 
thank.  That  is  the  gentleman  from 
Kansas  [Mr.  Roberts],  the  leading  mi- 
nority member  of  the  committee,  and 
my  colleague,  the  gentleman  from 
Iowa  [Mr.  Evans]. 

I  happen  to  believe  that  our  agricul- 
ture problem  is  not  just  a  domestic 
problem.  I  think  we  have  a  world  agri- 
culture problem  and  I  hope  we  can 
learn  to  come  to  work  together  to  help 
to  solve  it,  just  as  I  hope  we  can  do 
that  with  the  other  problems  that  we 
face  on  this  spaceship  planet  on  which 
we  live. 

D  1405 

I  was  very  pleased  that  the  work 
that  has  been  done  by  our  staff  over 
many,  many  months  on  a  bill  that  we 
passed  here  just  in  the  last  couple 
weeks  that  has  to  do  with  the  regula- 
tion of  pesticides,  I  think  we  broke 
some  new  ground  in  those  negotia- 
tions, because  normally  what  we  do  is, 
we  each  have  our  opinions  of  what 
should  be  done  and  we  come  and  fight 
it  out  to  see  who  wins;  but  in  that  par- 
ticular legislation  wherein  we  had  the 
chemical  companies,  the  farmers,  the 
environmentalists,  the  big  chemical 
companies  and  the  small  chemical 
companies,  and  all  the  other  compet- 
ing interests  in  disagreement,  we 
simply  got  them  together  in  a  room 
and  said,  "Now,  try  to  work  out  your 
differences,  and  if  you  don't  do  it 
today,  come  back  tomorrow." 

And  as  we  came  to  the  floor,  there 
was  only  one  item  left  of  disagree- 
ment, whereas  we  had  had  any 
number  of  disagreements  as  we  start- 
ed. I  wish  we  would  do  that  in  our  soci- 
ety and  in  our  world  as  we  try  to  settle 
our  differences. 

It  was  my  privilege  to  serve  for  a 
short  time  on  the  Foreign  Affairs 
Committee  while  I  was  here.  I  was 
very  active  in  the  negotiations  for  a 
Law  of  the  Sea  Treaty.  It  broke  my 
heart   that   one   of   the   things   that 
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killed  that  treaty  was  the  attitude  of 
the  Government  of  this  country  and 
the  sad  thing  was  that  it  gave  us  an 
opportunity,  in  my  opinion,  to  start  to 
move  toward  a  more  peaceful  world 
where  we  would  agree  upon  how  to  use 
our  different  resources. 

I  may  be  prejudiced,  but  I  think  the 
reason  that  fell  apart  was  because  of 
the  influence  of  the  major  mining 
companies  in  their  believing  that  they 
should  have  the  right  to  go  out  into 
the  middle  of  the  ocean  and  claim  any 
minerals  that  are  there  unto  them- 
selves, and  the  other  countries  saying 
no,  those  are  out  in  the  middle  of  the 
ocean.  They  really  should  be  shared 
by  the  world. 

I  believe  that  indeed  we  are  going  to 
have  to  come  to  where  the  world  does 
share  if  we  are  going  to  preserve  this 
great  spaceship. 

It  has  also  been  my  privilege  to  work 
on  many  of  the  defense  issues.  I  was 
pleased  to  be  able  to  participate  in 
doing  something  about  the  procure- 
ment practices  that  took  place  in  the 
military. 

I  am  very  pleased  to  have  been  the 
author  of  the  resolution  that  said  that 
if  the  Soviet  Union  will  continue  not 
to  test  nuclear  weapons,  we  call  upon 
the  President  to  try  to  negotiate  a 
treaty  to  end  the  testing  of  nuclear 
weapons.  This  is  the  first  President 
since  Eisenhower  that  has  not  tried  to 
negotiate  such  a  treaty. 

Now  the  Soviets  have  said,  "We  will 
stop,  if  you  will  just  stop.  We  really 
don't  have  to  negotiate.  We  have  a 
treaty." 

It  breaks  my  heart  that  we  have 
that  opportunity  and  now  it  is  passing 
by. 

I  am  pleased  that  I  have  been  able  to 
work  on  some  of  the  environmental 
issues  that  have  taken  place  here  in 
the  Congress.  It  is  no  secret  that  I 
have  not  been  very  popular  for  oppos- 
ing some  of  water  projects  that  have 
been  offered  here  in  the  Congress.  My 
argument  particularly  is  that  we 
should  not  have  taxpayers  subsidizing 
water  to  enable  farmers  to  grow  crops 
that  are  in  surplus.  My  argument  is 
that  it  does  not  make  sense  if  we  have 
too  much  of  a  crop  to  pay  a  subsidy  to 
farmers  to  get  water  to  grow  more 
crops  so  we  can  then  turn  around  and 
pay  those  same  farmers  not  to  grow 
those  crops. 

I  have  been  pleased  that  instead  of 
the  fact  that  most  or  many  of  the 
Members  do  not  agree  with  me  on 
that,  that  at  least  we  live  in  a  body 
where  we  can  make  those  arguments 
and  make  them  in  whatever  manner 
we  wish  to. 

I  have  mentioned  previously  the  op- 
portuinity  to  learn  that  I  value  so 
highly  here.  There  are  many  special 
caucuses  here  and  great  opportunities. 
One  of  them  I  would  like  to  mention 
in  particular  is  the  Congressional 
Clearinghouse  on  the  Future,  which 


w^  led  for  a  long  time  by  our  now 
Senator  Al  Gore,  and  our  colleague. 
Bob  Edgar,  is  now  the  head  of  it.  This 
is  where  Members  meet  once  a  month 
and  bring  somebody  in  to  tell  us  what 
sort  of  problems  they  see  coming  at  us 
in  the  future.  If  there  is  one  thing  I 
think  we  need  to  do  in  Government,  it 
is  to  try  to  look  at  the  future  and  plan 
for  the  future  more  so  that  just  until 
the  time  of  the  next  election. 

So  as  I  leave  this  body,  I  want  to 
thank  my  colleagues.  I  want  to  thank 
my  constituents.  I  want  to  thank  God. 

I  took  a  trip  to  New  Zealand  some 
time  ago  and  as  I  talked  to  those 
people  that  were  legislators  in  New 
Zealand,  I  realized  that  even  though 
they  had  these  same  concerns,  that 
they  are  not  on  the  stage.  They  do  not 
have  an  opportunity  to  determine 
whether  or  not  we  are  going  to  have  a 
nuclear  test  ban.  We  are  the  ones,  the 
United  States  and  the  Soviet  Union, 
that  determine  that. 

They  are  concerned  about  nuclear 
war  and  they  can  scream  about  it  and 
they  can  do  different  things,  but  we 
are  the  ones  here,  our  people  in  this 
country  and  the  people  in  this  body 
that  are  on  stage  and  make  that  deci- 
sion. 

I  thank  God  that  I  was  born  where  I 
could  do  that;  so  as  I  said  earlier, 
where  I  was  born,  in  my  opinion, 
under  a  lucky  star,  it  started  with 
being  born  in  this  great  land  of  ours. 
It  came  from  the  wonderful  opportu- 
nities we  have  from  the  outdoor  world 
around  us,  from  great  parents  and 
grandparents  and  the  brother  that  I 
had,  for  the  great  family  that  I  have 
been  privileged  to  have  myself.  Some 
of  my  fondest  memories  are  family 
trips,  family  picnics,  the  family  life 
that  we  have  had.  My  children  are 
now  grown  and  they  have  children 
who  are  now  our  grandchildren. 
Within  the  last  couple  weeks,  it  was 
great  as  we  drifted  down  the  Shenan- 
doah River  with  our  daughter  and  her 
husband  and  grandparents.  It  was 
great  this  week  to  go  to  a  baseball 
game  in  Baltimore  with  my  daughter 
and  her  husband,  my  wife  and  our 
grandchildren. 

I  have  to  say,  I  could  not  be  more 
proud  than  I  am  of  my  family.  I  cer- 
tainly appreciate  tremendously  the 
help  that  my  wife.  Eleanor,  has  given 
me  over  this  whole  period.  Many  times 
the  life  of  a  Congressman  is  not  the 
greatest  life  for  a  wife,  but  she  never 
ever  has  complained. 

I  am  thankful  to  my  friends  back  in 
the  district.  I  am  thankful  for  the 
school  friends  back  there,  the  ones 
that  played  basketball  and  football 
with  me.  I  was  on  the  varsity  of  our 
local  football  team.  I  weighed  120 
pounds.  Football  is  a  crazy  game,  you 
know.  You  get  knocked  down  so  you 
can  get  up,  so  you  can  get  knocked 
down  again,  so  you  can  get  up.  so  you 
can  get  knocked  down  again. 


I  always  tell  people  that  our  forefa- 
thers who  said  all  men  were  created 
equal  were  never  120-pound  ends 
trying  to  push  a  200-pound  tackle  out 
of  the  way. 

Then  I  got  impetigo  and  I  had  to  sit 
on  the  sidelines  and  watch  my  friend 
out  there  getting  knocked  around  on 
the  football  field,  and  I  realized  how 
much  more  fun  it  was  to  be  out  there 
getting  knocked  down  and  getting  up 
and  getting  knocked  down  again  than 
it  was  in  watching. 

I  am  so  thankful  that  my  people 
have  given  me  that  opportunity  here 
in  this  body  to  be  a  part  of  that  game 
and  to  be  in  here.  There  are  lots  of 
heartaches  to  this  job,  but  it  is  an  op- 
portunity for  us  really  to  be  in  the 
ballgame,  so  I  am  thankful  to  those 
friends  in  the  Congress. 

I  am  thankful  to  you.  Chaplain.  I  re- 
member coming  to  your  office  when  I 
had  problems.  I  remember  crying  in 
your  office  and  I  remember  the  help 
that  you  gave  me  and  I  thank  you 
very,  very  much  for  what  you  have 
done. 

So  now  as  I  leave  the  Congress,  I 
have  two  choices.  I  could  feel  sorry  for 
myself.  I  could  feel  sorry  for  myself 
because  due  to  an  illness  I  am  having 
to  leave  a  job  that  I  do  not  want  to 
leave  and  that  I  have  enjoyed  all  my 
life,  or  I  can  rejoice  for  myself  for  the 
fact  that  I  am  now  well  again  and 
have  my  health  back,  and  that  is  an 
easy  choice  for  me.  Certainly  the  last 
one  is  the  one  I  want. 

As  I  do  so,  I  think  about  my  past 
life.  I  think  about  the  times  when  I 
have  been  disappointed  in  what  has 
happened  and  wished  things  would  be 
different  and  how  almost  always  it  has 
turned  out  that  what  came  about  was 
in  my  own  interest  and  indeed  the 
Lord  knew  what  was  best  for  me  than 
I  knew  myself. 

So  that  as  I  leave  this  great  body,  I 
go  forth  not  knowing  what  the  chal- 
lenges may  be  that  He  has  in  store  for 
me.  but  I  pray  and  hope  that  indeed* 
that  challenge  is  there,  I  am  confident 
it  is,  because  it  always  has  been  in  the 
past. 

I  go  with  great  memories.  I  go  with 
great  hopes  and  I  go  most  of  all  with 
great  thankfulness  for  the  wonderful 
things  that  have  happened  to  me  in 
this  body  and  all  through  my  life  so 
far. 

Mr.  OBERSTAR.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  BEDELL.  I  am  glad  to  yield  to 
my  friend,  the  gentleman  from  Minne- 
sota. 

Mr.  OBERSTAR.  Mr.  Speaker,  this 
is  in  a  way  an  intrusion  into  the  gen- 
tleman's special  order.  I  happened 
upon  the  scene  quite  by  accident  to 
make  remarks  of  my  own,  but  I  was 
compelled  from  the  gentleman's  re- 
marks to  hear  and  to  listen  intently  to 
what  is  without  a  doubt  one  of  the 
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most  beautiful  perorations  ever  deliv- 
ered in  this  body. 

I  have  heard  so  many  parting  re- 
marks by  my  colleagues  that  have 
been  discordant  notes,  sour  tones,  on 
leaving  the  burdens  of  office. 

This  is  one  of  those  rare  up-beat  mo- 
ments in  a  Member's  final  hours  in  the 
session.  It  makes  me  feel  good  about 
America. 

If  I  could  add  one  comment  about 
the  service  of  Berkley  Bedell  in  the 
U.S.  House  of  Representatives,  having 
come  here  together  with  him  in  that 
94th  class,  the  quality  that  has  stood 
out  above  all  others,  my  friend,  has 
been  your  uncompromising  integrity 
that  compelled  you  to  say  what  you 
have  said  this  afternoon  so  beautiful- 
ly, so  warmly,  and  with  such  deep  and 
powerful  meaning  and  feeling. 

I  join  all  our  colleagues  in  that  class 
and  in  this  House  in  wishing  you  all 
the  very  best,  continued  good  health, 
service  to  God  and  country,  that  you 
have  given  so  beautifully  in  these  12 
years  in  the  House. 

Mr.  BEDELL.  Mr.  Speaker.  I  thank 
my  colleague. 


MY  ADVICE  TO  THE  PRIVILEGED 
ORDERS 

The  SPEAKER  pro  tempore  (Mr. 
Bedell).  Under  a  previous  order  of  the 
House,  the  gentleman  from  Texas 
(Mr.  Gonzalez]  is  recognized  for  60 
minutes. 

Mr.  GONZALEZ.  Mr.  Speaker,  first 
at  the  very  outset  let  me  say  that  pre- 
siding over  the  House  at  the  moment 
that  the  Speaker  pro  tempore  now  was 
reporting  to  us  upon  his  eve  of  depar- 
ture from  meml)ership  in  the  House  of 
Representatives,  the  most  noble  ex- 
pression of  sentiments  that  I  have 
heard  from  anybody.  I  wanted  to  be 
the  first  to  join  in  making  it  clear  on 
the  record  that  I  am  a  Member  who 
has  admired  and  respected  your  tal- 
ents, your  ability,  your  scrupulous  in- 
tegrity and  honesty,  since  the  day  that 
you  were  sworn  in  as  a  Member  of  this 
House. 

I  had  the  privilege  of  serving  with 
you  as  a  colleague  on  the  Small  Busi- 
ness Committee  and  there  you  clearly 
exemplified  the  tremendous  assets 
that  you  brought  to  this  House  and 
the  fact  that  you  have  in  effect 
worked  in  such  a  way  that  you  have  a 
lasting  heritage  of  your  own  handi- 
work in  the  corpus  of  legislation  that 
has  been  enacted  that  you  helped  to 
forge,  were  instrumental  in  forging, 
and  which  now  is  part  of  this  vast 
corpus  of  law  in  our  country.  I  wanted 
to  express  my  profound  and  sincere  re- 
grets that  you  are  leaving  this  House. 
I  know  that  not  only  the  House,  but 
the  Nation,  loses  a  very,  very  valuable 
American,  who  has  contributed  so 
richly  and  so  creatively  to  the  common 
good. 


D  1420 

Mr.  Speaker,  today,  in  having  reject- 
ed the  rule  that  was  presented  to  us 
with  respect  to  bringing  up  the 
amendments  to  the  Immigration  and 
Nationality  Act,  the  House  I  believe 
acted  wisely.  I  was  one  of  those  who 
voted  against  moving  the  previous 
question  and  against  the  rule. 

I  was  denied  even  a  half-minute  op- 
portunity to  speak,  by  both  sides,  to 
whom  I  went  and  solicited  as  much  as 
just  half  a  minute.  On  top  of  that, 
during  the  deliberation  of  the  Com- 
mittee on  Rules— and  I  know  that  it  is 
a  difficult  task,  a  challenge— I  also  had 
made  a  longstanding  request  that  I  be 
heard,  since  it  was  obvious  that  the 
Rules  Committee  was  going  to  follow  a 
modified  or  qualified  rule  and  that  it 
would  also  provide  for  a  select  or  pre- 
selected number  of  amendments  that 
would  be  entertained  if  the  rule  were 
adopted. 

Since  I  first  came  to  the  House,  I 
have  been  very  much  opposed  to  what 
we  call  a  closed  rule.  I  remember  that 
my  first  year  here  I  antagonized  the 
then-powerful  chairman  of  the  Com- 
mittee on  Ways  and  Means  by  voting 
"no."  even  though  seldom  did  we  have 
a  vote  on  adopting  the  rule.  But  when 
we  did,  I  always  voted  "no."  Than 
later,  when  we  had  the  electronic 
system  of  voting,  I  decided  that  the 
only  way  that  I  could  vote  on  those 
measures  that  it  was  impossible  to 
know  exactly  what  it  was  we  were 
voting  for— and  I  was  the  one  that  I 
believe  initiated  the  practice— was 
"present." 

For  a  while  I  was  kind  of  ridiculed, 
called  Mr.  Present,  and  I  had  some 
Members  say,  "How  in  the  world  can 
you  go  back  home  and  face  your  voters 
if  you  vote  present'  "? 

I  said,  "It's  the  easiest  thing  in  the 
world.  It's  a  lot  easier  than  going  back 
if  I  had  voted  either  aye'  or  'no'  and  a 
constituent  had  said.  Why  did  you 
vote  "aye," '  or  Why  did  you  vote 
"no,"  '  and  saying.  Well,  I  really  don't 
know.  The  leadership  said  that  this 
was  OK,  but  I  really  did  not  know 
what  it  contained,  and  I  just  followed 
the  herd.' " 

I  said,  "It's  a  lot  easier  to  say.  Well, 
the  reason  I  voted  "present"  was  be- 
cause I  did  not  know  what  I  was  voting 
on.' " 

I  think  that  those  who  have  fol- 
lowed it— and  I  do  not  know  who 
would,  other  than  some  detractors 
that  have  always  been  around  who 
have  been  waiting  now  for  about  33 
years  for  me  to  fall  on  my  face— will 
note  that  on  the  Suspension  Calendar 
in  many  instances  I  have  voted 
"present,"  and  essentially  for  the  same 
reason. 

Today,  however,  was  a  little  bit  dif- 
ferent, in  that  I  felt  that  the  rule  that 
we  were  asked  to  either  vote  for  or 
against  was  of  such  a  nature  that  it 
would  ensure  no  opportunity  for  the 


membership  of  this  body  to  partici- 
pate in  the  full  flow  of  discussion,  in 
the  full  give-and-take  of  debate,  and 
that  under  those  circumstances  I 
would  be  constrained  to  vote  "no." 

On  top  of  that  it  has  been  obvious 
ever  since  I  have  been  here  and  have 
had  to  consider  my  vote  on  immigra- 
tion matters,  and  in  studying  the  his- 
tory, going  back  to  the  first  codifica- 
tion of  1924,  that  the  Congresses  then 
and  the  Congresses  since  I  have  had 
the  honor  of  being  a  Member  have 
always  acted  out  of  some  fear. 

At  the  turn  of  the  century,  of 
course,  the  last  century,  it  was  the 
fear  of  the  Middle  European,  the  la- 
boring groups  that  were  allowed  to 
come  into  our  mining  sectors  in  Penn- 
sylvania, and  the  potato  famine 
brought  forth  the  Irish,  who  for  years 
and  decades  faced  very  severe  preju- 
dice and  discrimination  in  the  eastern 
shore  of  our  country.  These  Middle 
Europeans  from  Bohemia,  as  it  was 
called  then,  and  those  from  some  of 
the  Mediterranean  countries,  and  the 
prejudices  that  they  in  turn  faced, 
always  faced  the  fear  that  these  aliens 
were  going  to  just  absolutely  take  over 
the  country. 

Before  and  after  that  it  was  the  Chi- 
nese, it  was  the  Oriental. 

Then,  of  course— I  consider  it  a  blot, 
but  then  I  was  living  through  that 
period  of  time— I  remember  and  I 
recall  the  environment  of  fear  when 
we  placed  in  concentration  camps 
native-born  Americans  who  happened 
to  be  of  Japanese  descent. 

I  remember  in  my  backyard  the  fear 
of  some  long-time,  sixth-,  seventh-gen- 
eration Americans  who  happened  to 
live  there  and  still  wanted  to  preserve 
the  language  that  they  had  inherited 
from  their  forebears,  the  German  lan- 
guage, and  who  were  still  printing  in 
San  Antonio  and  in  some  of  the  envi- 
ronments where  the  area  had  been 
first  colonized  about  130  years  ago  by 
the  first  settlers  or  colonizers  that 
were  brought  in  from  Germany.  Under 
the  pressure  and  the  psychosis  of  war 
that  the  First  World  War  and  the 
Second  World  War  generated,  any- 
body having  anything  to  do  with 
things  Germanic,  whether  it  was  his 
last  name  or  anything  else,  was  looked 
upon  with  great  fear  and  suspicion. 

Even  names  were  changed.  For  in- 
stance we  have  a  very,  very  histori- 
cal—and now  very  attractive— place  in 
the  middle  of  the  city  of  San  Antonio 
known  as  the  King  William's  area.  But 
actually,  up  until  about  1917,  the 
name  of  that  area  or  that  street  or 
that  avenue  was  the  Wilhelmstrasse— 
that  is.  King  William's  Street.  The  ar- 
chitecture, mostly  good  old  Texas 
limestone  Gothic  architecture,  clearly 
proclaimed  the  German  influence,  and 
even  though  these  groups  were  the 
first,  that  brought  the  first  scientists, 
such  as  the  first  botanist,  to  Texas, 
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and  the  like,  all  of  that  is  forgotten. 
We  have  these  orgies  of  fear  and  xeno- 
phobia which  it  is  easy  to  generate  in 
our  country.  It  is  very  easy  to  arouse 
fear  and  hatred  for  things  foreign,  as 
we  consider  it. 

This  is  true  in  the  case  of  those 
coming  and  proceeding  into  our  coun- 
try from  south  of  the  border.  It  always 
has  seemed  so.  Here  in  this  environ- 
ment always  the  number  of  Represent- 
atives from  that  border  area  of  any  de- 
scent have  been  an  extremely  small 
number  until  relatively  lately. 

For  example.  I  was  the  first  of  Mexi- 
can descent  elected  from  Texas  to  the 
Congress.  I  was  the  first  of  Mexican 
descent  elected  to  the  Texas  State 
Senate  since  the  State  was  created, 
right  about  the  time  of  the  Mexican 
War.  about  1847.  So,  therefore,  the 
history  and  the  conditioning  factors 
and  the  historical  evolvement  of  these 
areas  are  completely  unperceived, 
either  during  committee  deliberations 
or  during  what  we  call  debate,  or  on 
any  basis  that  I  have  seen  on  an  intel- 
lectual basis  here  in  the  North.  As  I 
put  it,  we  are  facing  here— and  I  re- 
member the  early  sixties— I  compare 
the  environment  here  to  what  we 
faced  in  Texas  and  in  San  Antonio  50 
or  60  years  ago.  Little  by  little, 
though,  perhaps  there  will  be  an 
awareness. 

When  the  immigration  amendments 
are  considered,  even  if  all  of  these  bills 
were  accepted  as  written,  and  with  all 
of  the  amendments  that  have  been 
proposed,  it  would  have  not  one  whit 
of  an  impact  on  the  problem,  because 
the  amendments  do  not  address  the 
cause  at  all.  As  some  of  us  have  been 
saying  for  more  than  30  years,  unless 
and  until  the  two  countries— in  this 
case  the  Republic  of  Mexico  and  the 
United  States— actually  get  together 
on  a  binational  basis,  as  difficult  as  it 
may  be,  it  will  really  not  be  substan- 
tially resolved.  Yet  these  amendments, 
and  the  thrust  of  the  bills  that  have 
been  approved  in  the  Senate  and  in 
the  committees  in  the  House,  have  ab- 
solutely no  reference  to  anything  like 
that. 
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Some  of  us  have  advanced  for  30 
years  specific  proposals  at  some 
period.  At  some  period  we  have  the  fa- 
vorable response  on  the  part  of  the  na- 
tional leaders  in  Mexico,  as  I  did  in 
1984,  when  the  President  of  Mexico 
was  here  and  endorsed  what  I  call  the 
United  States-Mexico  Economic  De- 
velopment Bank,  patterned  on  the  in- 
stitutions that  we  have  formed  for 
some  years  that  we  call  regional  finan- 
cial institutions.  This  would  be  instead 
of  multinational,  it  would  be  bination- 
al. 

However,  this  administration  would 
not  even  look  at  the  proposition.  As  a 
matter  of  fact,  when  the  serious  finan- 
cial crisis  first  reared  its  ugly  head  in 


September  1982.  exactly  4  years  ago. 
this  administration,  neither  the  Secre- 
tary of  the  Treasury,  nor.  for  that 
matter  the  Chairman  of  the  Federal 
Reserve  Board,  wanted  to  take  cogni- 
zance at  all.  Instead,  they  have  done 
things,  as  we  have  seen  history  reveal 
we  have  done. 

But  my  point  today  is  to  point  out  a 
little  bit  of  history  and  show  how  if  we 
want  to  know  what  our  antecedents 
are  we  do  not  look  to  our  dealings, 
even  historically,  with  what  we  call 
generally  Latin  America,  but  over  in 
China.  At  the  turn  of  the  century,  the 
United  States,  its  financiers,  the 
Morgan  Bank,  the  Kuhn  Loeb  invest- 
ment bankers,  the  then  First  National 
City  Bank  of  New  York,  the  First  Na- 
tional Bank  of  New  York,  now  they 
are  one  entity  and  at  that  time  they 
were  two  separate  entities,  decided 
that  they  were  going  to  make  a  direct 
thrust  into  China. 

At  that  time,  the  Manchu  dynasty 
was  on  its  last  legs.  The  Boxer  Rebel- 
lion, which  took  place  at  the  turn  of 
the  century  or  thereabouts,  was  the 
first  manifestation  on  the  part  of  the 
Chinese  that  they  were  revolting 
against  the  continuing  colonial  influ- 
ence and  control,  mostly  of  the  Euro- 
pean entities,  but  to  which  the  United 
States  was  coming  in. 

So  along  about  1910.  finally,  and  5 
years  or  so  after  the  disastrous  Japa- 
nese-Russian War,  the  United  States 
bankers  had  finally  penetrated  the 
Manchu  dynasty.  The  Emperor  was 
kind  of  old.  feeble.  The  dynasty  was  in 
serious  financial  trouble.  Its  currency 
needed  some  stabilization. 

So  the  bankers  from  the  United 
States  figured  this  was  a  good  time  to 
move  in,  particularly  after  that  Asian 
war  between  Russian  and  Japan.  You 
will  remember  Japan  has  always 
looked  to  the  Chinese  Mainland  as  its 
natural  sphere  of  influence,  so  that  to 
make  a  long  story  short,  around  1910 
they  finally  put  a  package  toegether 
from  which  would  come  the  building 
of  a  railroad  line  from  Chinchou  to  an- 
other point  in  the  Continent  which 
would  in  effect  compete  with  the  old 
Manchurian  line,  which  had  been  and 
was  under  the  control  of  the  Europe- 
ans, and  for  a  while  also  the  Russians, 
and  their  ally  at  that  time,  the 
French. 

So  the  United  States  did  reach  the 
point  where  they  finally  extracted  an 
agreement  and  the  Manchu  dynasty 
agreed  to  it,  and  it  was  going  to  be  on 
the  basis  of  a  loan,  and  it  was  going  to 
be  mostly  American  bankers  loan. 

But  at  that  point,  Russia  and  Japan 
were  brought  together  by  our  penetra- 
tion of  that  area  of  the  world,  just  as 
years  later  in  Indochina,  when  we 
went  to  war  both  in  Korea  and  in 
French  what  used  to  be  called  French- 
Indochina,  which  we  call  Vietnam,  we 
again  bought  the  Russians  and  the 
Chinese  together,  even  though  they 


had  been  at  war  with  each  other  for 
over  200  years. 

But  our  perception,  and  the  percep- 
tion of  our  leaders  of  that  world  and 
other  parts  of  the  world  was  just  as 
misguided  and  misperceived  as  the 
present  leaders  in  our  country  misper- 
ceive  Latin  America  and  even  Europe, 
not  to  throw  in  Asia  to  begin  with. 

Has  we  had  the  correct  perception 
based  on  an  historical,  historical 
knowledge,  and  some  understanding  of 
the  culture  and  the  language— we 
must  always  remember  that  all  during 
the  Vietnam  conflict  we  did  not  have 
one  American  diplomat,  one  American 
intelligence  agent,  one  American  Gov- 
ernment employee  in  or  out  of  the 
State  Department  who  could  speak  Vi- 
etnamese. We  must  also  remember 
that  all  our  Presidents  have  been  mon- 
olingual, which  is  something  that  has 
aroused  a  very,  very  tense  situation 
even  with  the  European  countries. 
Even  such  German  leaders  as  Helmut 
Schmidt,  for  instance,  could  get  on  TV 
and  radio  and  speak  as  well  in  English 
as  President  Carter. 

But  the  day  of  the  monolingual 
President,  my  contention  is,  is  gone  if 
America  is  going  to  really  acquire  the 
leadership  that  it  is  entitled  to  have. 
Whether  the  American  people  abstain 
from  the  polls  or  not,  I  think  we  will 
discover  that  this  is  the  crying  need. 

But  if  we  had  had  and  our  leaders 
had  had  a  correct  perception  of  the  re- 
ality of  that  world,  I  do  not  think  we 
would  have  lost  58,000  Americans  and 
untold  treasury  in  what  we  call  Viet- 
nam. I  am  convinced  of  that. 

But  I  rise  today  because  the  immi- 
gration bill  also  as  proposed  thus  far 
takes  no  cognizance  of  what  is  happen- 
ing over  here.  Some  factors  of  which 
this  bill  ought  to  take  notice  of, 
caused  by  what  I  consider  to  be  the 
mistaken  and  misguided  actions,  I  will 
not  even  dignify  it  with  the  word 
•policy,"  but  actions  of  the  Reagan  ad- 
ministration under  the  insistence  of 
President  Reagan,  which  in  effect 
have  created  for  the  first  time  in  our 
part  of  the  Southwest  United  States 
an  influx  of  as  many  fleeing  from  Sal- 
vador, for  instance,  where  we  have 
sponsored  such  things  as  what  we  used 
to  call  in  Vietnam  hamlet  pacification, 
where  we  have  with  our  attack  Huey 
helicopters  killed  and  continue  to  kill, 
even  as  I  am  speaking  today,  innocent 
old  women,  old  men,  children,  and 
peasants.  It  is  our  ships.  Nobody  yet 
has  proven  that  Conununist  source  of 
armanent  has  even  gotten  there,  even 
though  this  was  a  pretext  for  the 
quarantine  or  embargo  and  for  Presi- 
dent Reagan  deploying  the  heaviest 
massive  military  presence  in  the  Isth- 
mus, on  both  sides  of  the  Isthmus  in 
the  history  of  that  part  of  the  world. 
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Remember  the  reason  given?  The 
first  3  years,  4  years?  That  was  to 
interdict  the  villainous  transportation 
of  weaponry  from  Nicaragua  to  El  Sal- 
vador. 

Not  one  time  did  anyone  ever  inter- 
dict any  such  transportation.  You 
know  that,  had  such  a  thing  hap- 
pened, it  would  have  been  a  headline 
In  our  newspapers  for  3  weelts  in  a 
row. 

What  I  am  saying  is  that  these  mis- 
taken perceptions  as  to  what  has  hap- 
pened: what  is  boiling,  churning,  just 
south  of  the  border.  You  do  not  even 
have  to  go  beyond  our  very  next  coun- 
try: Are  such  things  that  ought  to 
have  our  attention  or  at  least  reflected 
in  the  legislation  we  are  trying  to  per- 
fect here  on  a  unilateral  basis:  at  least 
we  ought  to  provide  for  some  effort  to 
move  along  the  creation  of  a  bination- 
al  commission  on  the  part  of  the 
United  States  and  Mexico. 

Even  though  we  now  are  seeing  tem- 
porarily receding  from  the  front  pages 
the  question  of  Nicaragua,  the  ques- 
tion of  El  Salvador,  let  me  assure  you 
in  a  matter  of  a  few  weeks  they  will  be 
in  the  headlines.  They  will  be.  Those 
circumstances,  those  events  that  will 
bring  about  what  I  believe  President 
Reagan  will  not  change  his  course  on, 
and  that  is  a  direct  intervention  in 
Nicaragua. 

The  reason  for  that  is,  as  in  the  case 
of  the  so-called  Bay  of  Pigs  attempted 
invasion  of  Cuba  that  nobody  wants  to 
sit  down  and  ask  the  hard  questions. 
Those  hard  questions  are:  What  is 
going  to  happen  even  if  you  do  suc- 
ceed in  knocking  out  these  regimes? 

In  the  case  of  the  Bay  of  Pigs,  sup- 
pose that  group,  which  was  really  a 
very  motley  group  put  together,  sail- 
ing in  ships  that  belonged  to  United 
Pruit  that  were  armed  for  the  occa- 
sion. Let  us  suppose  for  a  moment 
they  had  succeeded  in  physically 
knocking  out  the  Castro  forces. 

Who  would  have  governed  Cuba? 
Not  that  group.  They  cannot  even  get 
together  among  themselves  in  Miami: 
and  they  were  not  willing  to  stay  in 
Cuba  and  fight  against  communism  in 
their  own  homeland. 

It  is  the  same  thing  with  those  at 
yesterday's  continuing  resolution  on 
appropriation  provides  $100  million. 
Well,  we  are  being  told  by  the  Presi- 
dent that  there  is  just  no  way  he  can 
find  $60  million  for  the  homeless  in 
our  country,  that  there  is  no  way  he 
can  find  $50  million  for  grants  in  aid 
for  rural  communities  to  have  below 
market  interest  loans,  not  grants,  but 
the  grants  as  a  help  to  finance  loans 
for  the  construction  of  sewage  lines, 
water  systems,  while  the  infrastruc- 
ture of  our  country  is  collapsing 
around  our  ears. 

Who  is  the  $100  million  going  to?  It 
is  going  to  a  group  that  is  not  in  rebel- 
lion    in     Nicaragua     against     whose 


present  regime  they  are  fighting:  they 
are  hiding  out  in  the  neighboring 
country  of  Honduras  that  we  are  occu- 
pying and  compelling  them  to  give 
protection  to  and  be  host  the  rebel- 
lious group. 

At  no  time  has  the  assembly  of  Hon- 
duras ever  invited  the  United  States— 
we  have  taken  over  because  for  years 
and  years  and  years  it  was  United 
Pruit,  now  known  as  Standard  Brands, 
that  has  run  that  country,  owned  that 
country. 

It  is  the  chief  owner  of  that  con- 
glomerate that  now  owns  Standard 
Brands  who  is  the  biggest  adviser 
shaping  those  policies  that  surround 
Mr.  Reagan. 

Now  these  are  things  that  are  now 
well  known.  It  was  the  same  thing 
with  China  at  the  turn  of  the  century. 
Who  knows  now  that  in  1910  this  pact 
was  put  together,  but  the  French  and 
the  British,  who  were  allied  respective- 
ly with  Japan  and  France  with  Russia 
said,  "Hey,  wait.  Unless  you  let  us  in 
on  the  act,  you're  not  going  to  get  any- 
thing." 

So  that  by  1912  they  put  a  package 
together.  In  the  meanwhile,  Woodrow 
Wilson  was  elected  our  President. 
They  put  a  package  together  that  in- 
volved the  Deutschbank  of  Aziotisch, 
and  they  put  together  with  the  help  of 
the  English  bank,  the  trading  compa- 
ny and  English  bank  of  Hong  Kong 
and  Singapore  and  Coon  and  Lobe  of 
the  United  States:  the  Morgan,  First 
City,  and  National  Bank  of  New  York, 
and  the  French  Banc  de  Indochin. 

The  terms  were  that  they  would,  in 
exchange  for  the  loan,  in  order  to 
enable  the  Manchu  dynasty  in  power 
to  stabilize  its  currency  would  be  that 
these  bankers  would  have  a  strangle- 
hold on  all  of  the  economy  of  China. 
They  would  have  the  right  to  all  of 
the  proceeds  as  a  matter  of  mortgage 
derived  from  the  tax  on  tobacco,  on 
production,  and  consumption. 

The  American  financiers,  Morgan, 
and  others,  wanted  the  U.S.  Govern- 
ment to  kind  of  come  in  and  give  its 
blessings.  So  they  went  to  President 
Wilson,  and  Wilson  wrote  a  most  nota- 
ble reply  to  them.  He  said,  "No,  be- 
cause you  in  effect  are  violating  the 
sovereignty  of  China,  and  I  cannot  tol- 
erate that.  This  is  an  infamous  ar- 
rangement, and  I  will  not  give  the  ap- 
proval of  our  Government." 

However,  in  1914,  World  War  I  broke 
out.  Russia  was  soon  out  because  of  its 
revolution.  Germany,  which  had  liter- 
ally taken  possession  of  one  of  the 
provinces  in  China,  Shantung,  with- 
drew. So  the  Japanese,  "With  Vicount 
Ishi,  coming  to  the  United  States,  had 
a  secret  agreement  made  with  Secre- 
tary of  State  Lansing  in  which  Japan 
and  the  United  States  agreed  that 
they  would  share  the  Chinese  fear  of 
influence. 

Who  would  have  thought  that  later 
when  we  were  at  war  with  Japan  that 


this  secret  treaty  or  secret  agree- 
ment—it was  not  a  treaty  because  it 
did  not  come  to  the  Senate,  but  it  was 
a  secret  treaty,  just  as  secret  as  the 
ones  that  President  Nixon,  via  Henry 
Kissinger,  entered  into  in  the  Middle 
East,  half  of  which  have  yet  to  be  di- 
vulged. 

One  of  which  was  the  Kissinger  deal 
made  in  Paris  in  1973  that  was  sup- 
posed to  have  put  a  stop  or  a  truce  in 
Indochina,  but  which  only  brought 
the  Northern  Vietnamese  or  the  Com- 
munist regime,  because  they  received  a 
letter  from  President  Nixon  saying,  "If 
the  Congress  goes  along,  I  will  pledge, 
in  exchange  for  your  cease-fire,  not 
less  than  $3  billion  in  reconstruction 
aid"  for  the  damages  presumably  we 
had  caused. 

Well,  reconstruction  is  a  fancy  word 
for  reparation.  All  of  the  European 
press  called  it  reparation.  I  was  the 
only  one  in  this  Congress  that  report- 
ed it  as  reparation.  I  asked  the  chair- 
man of  the  Committee  on  Appropria- 
tions then,  a  fellow  Texan.  He  said:  "I 
don't  have  any  knowledge  of  any  such 
thing." 

No  published  American  report  re- 
ferred to  any  such  deal.  It  was  not 
until  years  later,  when  a  colleague  of 
mine  from  New  York  then,  who  was 
chairing  the  ad  hoc  committee  on 
drugs,  international  drug  traffic,  had 
reason  to  find  that,  in  discussing  with 
the  South  Vietnamese  countries  and 
trying  to  reason  with  them  to  try  to 
stop  the  flow  of  the  drugs,  that  he  dis- 
covered and  heard  a  rumor. 
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He  called  me  down  to  Texas  and 
said,  "I  heard  that  you  had  spoken  on 
this."  I  said,  "Yes  indeed."  I  said,  how- 
ever, when  the  ad  hoc  committee  on 
the  missing-in-action  and  POW's  was 
formed  and  I  was  named  vice  chair- 
man by  the  then  Speaker,  we  had  a 
meeting  with  Secretary  Kissinger,  who 
would  never  come  over  here  to  the 
Congress,  we  had  to  go  to  his  Secre- 
tary of  State  office  to  have  breakfast 
one  morning  and  I  asked  him  point 
blank  to  his  face  if  in  the  agreement 
in  Paris  of  1973  there  had  not  been  a 
side  memorandum,  a  codicil,  an  agree- 
ment that  we  would  compensate  the 
North  Communist  Vietnamese  Gov- 
ernment. He  said,  "No,  absolutely 
not."  Well,  he  was  telling  the  truth  be- 
cause he  did  not  do  it.  Nixon  did  it. 
Nixon  was  the  one.  He  wrote  a  letter 
to  the  Chinese  Government  leaders 
who  then  acceded  to  the  same,  the 
same  agreement  that  Averell  Harri- 
man  as  envoy  for  President  Johnson  in 
1968  had  reached  except  they  would 
not  go  that  far.  So  the  Vietnamese 
would  not  at  that  time  agree,  nor 
would  Lyndon  Johnson  just  capitulate. 

So  that  all  of  this  is  history  but  it  all 
bears  up  to  the  present.  It  bears  up  to 
the  present  in  Latin  America.  Where? 
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In  Nicaragua,  for  instance,  not  once 
but  nine  times  within  100  years  we 
have  invaded  that  country.  The  same 
Secretary  of  State  that  was  in  power, 
Secretary  Knox,  with  the  Republican 
regime  preceding  Wilson's,  who  was 
the  one  who  sanctioned  these  arrange- 
ments in  China,  was  the  same  one 
that,  with  the  moral  influence  of  a 
battleship,  removed  President  Estrada 
of  Nicaragua  who  was  forsworn  to  sup- 
port the  constitution  they  had  just 
adopted  that  would  free  them  from 
foreign  control.  They  deposed  him  and 
imposed  President  Dias,  with  the  help 
of  a  warship  in  the  harbor.  And  he 
then  signed  under  compulsion— well, 
we  could  say  it  was  moral  suasion,  but 
it  was  compulsion— the  financial 
agreement  with  the  Brown  Bro.  finan- 
cier group  out  of  New  York  which  con- 
tinued the  complete  control  and  domi- 
nation of  that  country's  not  only  mon- 
etary but  fiscal  destinies. 

With  all  of  this  background,  it  would 
seem  to  me  that  we  would  realize  that 
there  have  been  vast  changes  in  this 
part  of  the  world  that,  as  I  have  said, 
was  a  different  world  when  President 
Kennedy  conceived  of  the  Alliance  for 
Progress  in  1961.  It  is  not  the  same 
world.  It  is  all  vastly  different,  and 
each  year  is  a  greater  responsibility  on 
us  and  our  leadership,  to  make  sure 
that  we  appreciate  the  dimensions  of 
this  change  because  President  Reagan, 
unbelievably  to  me,  without  even 
trying  the  diplomatic  approach  has  re- 
curred to  the  Calvin  Coolidge  bank- 
rupt policies  of  1929,  which  I  thought 
Franklin  Delano  Roosevelt  in  the 
1930's,  with  his  Good  Neighbor  Policy, 
has  put  to  rest.  It  took  Ronald  Reagan 
to  revise  Calvin  Coolidge  except  that 
Calvin  Coolidge  lived  and  acted  in  a 
very  different  world.  We  could  send 
our  marines,  keep  them  there  for  9 
years  or  so,  impose  the  national  guard, 
impose  the  Somoza  regime  and  keep 
them  in  power  for  40  years.  But  sooner 
or  later  out  of  its  own  corruption  it 
was  going  to  collapse.  On  what  side  do 
we  want  to  be?  Do  we  want  to  be  on 
the  side  of  the  aspiring  millions  now, 
over  80  million  more  than  our  popula- 
tion, which  was  not  true  20  years  ago; 
do  we  want  to  be  on  the  side  of  that  ir- 
repressible—because nothing  is  going 
to  hold  them  down,  they  are  not  going 
to  take  the  despotism  of  300  years, 
they  know  the  world  is  different,  they 
know  that  it  can  be  different— what 
side  do  we  want  to  be  on?  Do  we  want 
to  be  on  the  side  of  the  despots,  the 
oppressors— which  is  where  we  have 
been— instead  of  a  revolutionary 
nation,  true  to  its  revolutionary  found- 
ing principles?  We  have  turned  out  to 
be  the  status  quo  Nation  of  the  world. 
We  have  let  Russia  become  the  revolu- 
tionary of  the  world.  I  do  not  think 
that  is  being  true  to  the  basic  princi- 
ples of  America,  which  I  believe  had 
been  watered  down  quite  a  bit  during 
our  expansion  period  of  time  in  which 


first  in  1912-13  President  Wilson  said, 
"No.  I  will  do  everything  in  my  power 
to  stimulate  trade  and  commerce."  But 
what  he  was  saying  was,  "I  am  not 
going  to  give  the  power  of  our  Govern- 
ment to  the  bankers."  What  has  hap- 
pened since  Reagan  is  that  instead  of 
going  to  our  men  of  commerce,  to  our 
traders,  to  our  men  of  business,  he  has 
turned  it  over  to  the  bankers  like  the 
Republican  regimes  did  at  the  turn  of 
the  century.  That  to  me  is  simply  un- 
believable, but  one  which  I  have  de- 
nounced here  time  after  time  because 
it  is  also  applying  the  same  type  of 
plantation  economics  on  our  country 
and  on  Americans. 

It  is  these  interests  that  once  they 
reach  the  multinational,  megacorpor- 
ate  level,  made  the  decision  to  sell  out 
the  farmer,  to  sell  out  the  laborer,  to 
put  American  laborers  on  a  footing 
with  every  slave-laboring  country  in 
this  world  today.  It  is  this  regime,  and 
by  their  fruits  you  shall  know  them, 
for  the  first  time  since  1914,  in  the  last 
2  years  we  are  a  debtor  nation.  For  the 
first  time  in  our  history,  during  the 
last  IV2  years  we  are  importing  more 
food  into  our  country  than  we  are  ex- 
porting. In  the  meanwhile  we  have 
created  the  rust  belt  out  of  what  used 
to  be  the  belching  furnaces  of  the 
steel  mills,  what  used  to  be  the  pro- 
duction lines  of  our  automobiles.  That 
is  gone,  it  is  gone.  The  monstrous,  un- 
believable $175  billion  trade  deficit, 
that  was  not  Jimmy  Carter's,  that  was 
not  Lyndon  Johnson's,  that  was  not 
Gerald  Ford's,  it  was  not  even  Richard 
Nixon's;  it  is  Ronald  W.  Reagan's  and 
nowhere  else,  try  as  he  will  to  blame 
somebody  else. 

What  do  we  get?  Do  we  get  leader- 
ship to  confront  that?  Absolutely  not. 
Let  us  bury  it.  Let  us  have  this  smoke- 
screen of  an  antidrug  war;  let  us  keep 
the  American  people  over  here  until 
the  election  anyway,  but  let  us  not 
face  these  basic,  impelling  issues  that 
the  American  people  are  entitled  to 
have  leadership  on,  not  only  in  the 
White  House  but  in  the  Congress.  But 
our  Goverrunent  is  of  such  a  nature,  it 
is  supposed  to  be  a  Government  of 
three  fundamental  basic  organs  of 
Government,  each  independent,  sepa- 
rate and  coequal.  But  you  would  not 
think  so  today. 

I  think  the  average  American  thinks 
the  President  is  supreme.  And  the  way 
we  have  had  Mr.  Reagan  treated  in 
the  press,  you  would  think  that  he 
had  royal  infallibility,  could  make  no 
mistake.  And  if  he  does,  he  is  not  ac- 
countable; somebody  else  somewhere 
ought  to  take  the  fault  but  not  he. 

We  have  entered  an  era  in  which  I 
consider  the  basic  issues  confronting 
any  nation  in  the  20th  century, 
demand  and  impel  a  confrontation 
with  those  issues,  some  attempt  to  try 
to  resolve  them  for  the  sake  of  the 
destiny  and  continued  involvement  of 
this  Nation., 


I  do  not  think  that  the  American 
people  have  intended  that  their  Rep- 
resentatives abdicate  their  constitu- 
tional authority,  responsibility,  privi- 
leges, and  immunities  to  the  executive 
branch.  I  do  not  believe  that  the 
American  people  ever  intended,  and 
since  the  adoption  of  the  1913  Federal 
Reserve  Board  Act,  that  we  create 
such  a  monstrous  giant  that  is  not  ac- 
countable to  anybody. 

Even  in  our  taxwriting,  yesterday  we 
had  the  unbelievable  scene  of  the 
chairman  of  the  taxwriting  committee 
getting  up  and  giving  credit  to  an  une- 
lected.  little-known  clerk  hire  in  the 
committee  for  having  been  the  one 
that  really  had  written  the  bill.  It  is 
incredible.  It  never  was  conceived  that 
this  is  what  the  American  people 
would  bargain  for.  At  least  I  do  not 
think  that  was  the  understanding  I 
had  when  I  sought  and  the  people 
went  along  and  elected  me  to  this  job. 
which  they  have  since  1961.  I  feel  very 
keenly  about  that. 

But  there  is  no  awareness  of  it  here, 
there  was  no  discussion  whatsoever 
about  what  we,  the  Representatives  of 
the  people,  have  been  abdicating. 

The  other  example  followed  less 
than  24  hours  after  yesterday's  vote 
on  the  tax  bill,  and  that  was  the  rule 
today  on  the  immigration  and  natural- 
ization bill,  which  I  started  out  dis- 
cussing this  afternoon. 

I  believe  that,  if  the  American 
people  had  a  chance,  they  would  say. 
"Mr.  Reagan,  we  don't  want  war.  yet 
we  have  provided  $100  million  for  that 
purpose."  There  is  no  question  in  my 
mind  that  in  less  than  a  matter  of 
weeks  you  will  see  headlines  in  which 
every  American,  including  us,  will  be 
saying,  "Oh,  yes,  Mr.  President,  you 
have  no  alternative,  you  had  better  go 
in  there  with  soldiers." 

You  will  see  headlines:  Mig's  in  Nica- 
ragua, American  soldiers  attacked  in 
Honduras.  That  is  all  it  is  going  to 
take.  And  Mr.  Reagan  believes  that 
time  is  on  him.  He  has  until  1988  to 
prove  like  he  has  proven,  according  to 
him,  in  Grenada  and  in  Tripoli,  that 
Americans  still  know  how  to  make  war 
and  win  war. 

But  unfortunately,  all  history  re- 
veals these  ironies.  In  fact,  books  have 
been  written  about  the  follies  of  man- 
kind and  its  leaders  all  through  the 
centuries.  As  I  see  it,  the  President  has 
been  embarked  on  a  catastrophic 
course  in  Central  America.  Do  not 
even  mention  Mexico,  which  sooner  or 
later  will  be  on  the  front  pages.  There 
is  so  much  we  can  do,  there  is  so  much 
we  ought  to  do  which,  left  undone,  will 
leave  us  no  recourse  as  to  what  will  be 
possible  for  us  to  do  in  later  dates. 

My  position  has  been  this,  and  I 
have  been  saying  it  for  not  3.  but  4 
years:  The  President  has  chosen  to 
embark  on  a  unilateral  military  inter- 
ventionist course  in  Central  America, 
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that  that  will  lead  us  into  something 
that  up  to  now  we  have  been  spared, 
and  that  is  the  Europeanization,  the 
sowing  of  intractable  hatreds  in  this 
New  World. 

We  will  be  dooming  our  children,  our 
grandchildren,  our  great-grandchil- 
dren to  hatred,  animosity  and  war  for 
decades  to  come. 

All  of  this  is  unnecessary. 

Do  we  have  the  leadership  now  that 
President  Roosevelt  had  in  his  Deputy 
Assistant  Secretary  of  State  for  Latin 
American  Affairs,  Sumner  Welles? 
There  was  a  man.  He  was  the  architect 
of  such  things  as  the  Good  Neighbor 
Policy. 

He  also  wrote  the  definitive  history 
of  Santo  Domingo.  He  had  knowledge. 
He  knew  what  he  was  talking  about. 
Fortunately,  the  leader  was  great 
enough  to  know  that  his  chore  at  this 
stage  in  American  development  as 
President  was  to  seek  first-class  minds, 
surround  himself  with  them,  orches- 
trate them  and,  in  his  words,  lead  this 
vast  army  of  the  American  people  in  a 
common  assault  on  those  problems 
commonly  facing  us  all. 

Mr.  Speaker,  I  yield  back  the  bal- 
ance of  my  time. 


D  1505 


A  NEGOTIATED  SOLUTION  TO 
TIMBER  PRICING  IS  POSSIBLE 

The  SPEAKER  pro  tempore  (Mr. 
Bedell).  Under  a  previous  order  of  the 
House,  the  gentleman  from  Oregon 
(Mr.  Wydbn]  is  recognized  for  5  min- 
utes. 

Mr.  WYDEN.  Mr.  Speaker,  I  will  be 
very  brief  this  afternoon. 

Mr.  Speaker,  I  rise  today  to  discuss 
some  potentially  very  exciting  devel- 
opments as  far  as  possible  solutions,  to 
working  out  some  of  the  problems  re- 
lating to  timber  pricing  between  this 
country  and  Canada. 

Mr.  Speaker,  several  weeks  ago  when 
Secretary  of  Commerce  Baldrlge  was 
before  the  Subcommittee  on  Oversight 
and  Investigations  of  the  House 
Energy  and  Commerce  Committee,  I 
encouraged  the  United  States  and 
Canada  to  avoid  an  impending  trade 
war  by  resolving  their  pricing  discrep- 
ancies before  the  countervailing  duty 
decision  comes  down  on  October  9  of 
this  year. 

It  seems  that  the  Canadian  Govern- 
ment is  getting  the  message,  based  on 
some  of  the  news  reports  we  received 
very  recently.  As  reported,  for  exam- 
ple, in  the  September  24  Prince 
George  Citizen  of  British  Columbia,  a 
news  outlet,  there  is  an  indication  the 
Canadians  are  considering  a  new  ap- 
proach to  resolving  the  longstanding 
timber  pricing  problems  that  we  have 
had  between  our  country  and  the  Ca- 
nadians. The  new  approach  that  is 
being  discussed  now  would  include  a 
combination  of  cut-level  reductions, 
increased  minimum  pricing  and  also 


using  more  current  data  in  pricing  for- 
mulas. The  result  could  be  a  possible 
30-percent  increase  in  the  Canadian 
Government's  stumpage  receipts, 
which  is  about,  Mr.  Speaker,  the 
amount  of  the  present  discrepancy. 

Obviously,  a  negotiated  solution 
would  be  preferable  to  a  tariff  trade 
war.  But,  at  the  same  time,  the  United 
States  cannot  sit  by  and  quietly  toler- 
ate unfair  trade  practices. 

Some  have  suggested  that  the  coun- 
tervailing duty  case  that  is  currently 
before  the  International  Trade  Admin- 
istration should  be  withdrawn  if  the 
Canadians  were  willing  to  negotiate.  I 
am  not  convinced  that  a  step  like  that 
would  be  wise  at  this  time,  because  it 
seems  to  me  that  giving  up  any  of  our 
negotiating  tools  could  be  a  mistake. 

Now  in  our  hearing  today  in  the 
Oversight  and  Investigations  Subcom- 
mittee, the  U.S.  Trade  Representative, 
Ambassador  Yeutter,  in  responding  to 
questions  that  I  asked,  indicated  that 
he  had  met  again  yesterday  with  the 
Canadians  as  far  as  trying  to  resolve 
the  timber-pricing  issue,  and  that  it 
was  the  position  of  the  United  States 
Goverrunent  that  indeed  between  now 
and  October  9  there  really  was  a  possi- 
bility, if  there  was  an  effort  on  all 
sides  to  push  hard  and  to  work  for  a 
negotiated  agreement.  I  certainly 
found  that  encouraging.  Now,  Mr. 
Speaker,  I  learned  that  the  Canadians 
are  expected  to  give  a  timber  proposal 
to  the  Department  of  Commerce  and 
the  United  States  Trade  Representa- 
tive next  week. 

It  is  my  view,  Mr.  Speaker,  that 
should  this  proposal  be  a  good-faith 
proposal,  a  substantive  proposal  that 
provides  real  solution,  certainly  real 
short-term  solutions,  it  might  be  ap- 
propriate at  that  time  for  Secretary 
Baldrige  to  consider  a  suspension 
agreement  with  the  Canadians.  Such  a 
suspension  agreement  would  just  sus- 
pend any  applicable  tariff  until  the 
final  ruling  were  to  come  down  on  this 
matter  on  December  31,  1986,  and  it 
could  be  revoked  at  any  time.  Such  a 
suspension  agreement  could  provide 
valuable  time  for  the  United  States 
and  the  Canadian  negotiators  to  work 
through  the  short-term  approaches 
and  focus  on  the  long-term. 

I  will  say  again  that  there  has  been 
some  discussion  on  the  part  of  some 
that  perhaps  this  countervailing  duty 
case,  now  before  the  International 
Trade  Administration,  would  be  with- 
drawn perhaps  if  something  like  that, 
the  suspension  agreement,  were  to  go 
forward.  I  could  not  support  some- 
thing like  that.  I  think  small  timber 
operators  and  others  in  the  Northwest 
who  are  so  concerned  about  this  issue 
would  also  have  great  reservations. 

It  would  seem  to  me  that  if  the  pro- 
posal that  comes  forward  next  week 
from  the  Canadians  is  a  good- faith 
proposal,  we  could  meet  it  with  good 
faith  on  our  part  by  looking  at  a  sus- 


pension agreement,  and  indeed  a  good- 
faith  proposal  by  the  Canadians 
should  be  met  with  good  faith  on  our 
side,  even  though  I  do  not  think  we 
should  go  so  far  as  to  take  away  a 
major  additional  tool  of  having  the 
countervailing  duty  case  withdrawn  as 
some,  particularly  in  Canada,  seem  to 
be  interested  in. 

Of  course,  Mr.  Speaker,  in  conclu- 
sion, I  think  we  still  ought  to  look  at 
the  major  long-term  approach  that 
could  be  constructed  and  resolve  this 
once  and  for  all,  and  that  would  be  a 
question  of  common  stumpage  pricing. 
While  the  Canadian  plan  that  has 
been  discussed  at  least  in  the  Canadi- 
an price  at  this  point  might  provide 
some  short-run  parity,  there  really  is 
not  enough,  in  my  view,  to  encourage 
equality  over  the  long  run.  It  would 
seem  to  me  that  if  we  could  look  at  a 
common  stumpage  pricing  arrange- 
ment, and  particularly  do  it  now  at  a 
time  when  exchange  rates  between  the 
United  States  and  Canada  are  relative- 
ly stable,  that  if  such  an  approach 
could  be  developed,  then  the  United 
States  and  Canada,  natural  allies, 
could  team  up  and  go  out  and  try  to 
tap  the  Pacific  Rim  and  worldwide 
markets  in  timber. 

Mr.  Speaker,  I  would  just  say  that  I 
think  on  the  basis  of  some  of  these 
late  developments  that  a  negotiated 
solution  to  our  trade  disagreements  in 
the  timber  area  with  the  Canadians  is 
a  possibility.  I  very  much  hope  that 
our  official  trade  representatives  will 
act  and  act  quickly  to  try  to  make  that 
kind  of  negotiated  solution  in  the 
timber  area  a  reality. 


SPECIAL  ORDERS  GRANTED 

By  unanimous  consent,  permission 
to  address  the  House,  following  the 
legislative  program  and  any  special 
orders  heretofore  entered,  was  granted 
to: 

Mr.  Wyden  for  5  minutes,  today. 

(The  following  Members  (at  the  re- 
quest of  Mr.  LuNGREN)  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material:) 

Mr.  Parris,  for  5  minutes,  on  Sep- 
tember 29  and  30. 

Mr.  LuNGREN,  for  60  minutes,  today. 

Mr.  Gingrich,  for  60  minutes,  today. 

Mr.  Gingrich,  for  60  minutes,  on 
September  29. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Frank)  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material: ) 

Mr.  Pepper,  for  5  minutes,  today. 

Mr.  Annunzio,  for  5  minutes,  today. 

Mr.  Frank,  for  5  minutes,  today. 

Mr.  Ray.  for  30  minutes,  today. 

Mr.  Gaydos,  for  60  minutes,  on  Oc- 
tober 1. 

Mr.  Gaydos.  for  60  minutes,  on  Oc- 
tober 2. 
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(The  following  Members  (at  the  re- 
quest of  Mr.  Wyden)  to  revise  and 
extend  their  remarks  and  include  ex- 
traneous material: ) 

Mr.  Ray.  for  30  minutes,  on  Septem- 
ber 29. 

Mr.  Ray.  for  30  minutes,  on  October 
1. 

Mr.  Ray,  for  30  minutes,  on  October 
2. 

Mr.  Alexander,  for  60  minutes,  on 
September  30. 


EXTENSION  OF  REMARKS 

By  unanimous  consent,  permission 
to  revise  and  extend  remarks  was 
granted  to: 

Mr.  BONIOR  of  Michigan,  on  House 
Joint  Resolution  738,  continuing  ap- 
propriations, 1987. 

(The  following  Members  (at  the  re- 
quest of  Mr.  LuNGREN)  and  to  include 
extraneous  matter:) 

Mr.  McGrath. 

Mr.  Barton  of  Texas. 

Mr.  Chappie. 

Mr.  Thomas  of  California. 

Mr.  Crane. 

Mr.  Goodling. 

Mr.  CoBEY. 

Mr.  SCHAEFER. 

Mr.  Carney. 

Mr.  Saxton. 

(The  following  Members  (at  the  re- 
quest of  Mr.  Prank)  and  to  include  ex- 
traneous matter:) 

Mr.  Stokes  in  two  instances. 

Mr.  Atkins. 

Mr.  Florio. 

Mr.  Miller  of  California. 

Mr.  Kanjorski  in  two  instances. 


SENATE  BILLS  AND  JOINT 
RESOLUTIONS  REFERRED 

Bills  and  joint  resolutions  of  the 
Senate  of  the  following  titles  were 
taken  from  the  Speaker's  table  and, 
under  the  rule,  referred  as  follows: 

S.  1935.  An  act  to  authorize  the  coastwise 
operation  of  certain  passenger  vessels:  to 
the  Committee  on  Merchant  Marine  and 
Fisheries. 

S.  2750.  An  act  to  establish  a  property  tax 
fund  for  the  Houlton  Band  of  Maliseet  Indi- 
ans in  furtherance  of  the  Maine  Indian 
Claims  Settlement  Act  of  1980,  and  for 
other  purposes;  to  the  Committee  on  Interi- 
or and  Insular  Affairs. 

S.J.  Res.  396.  Joint  resolution  to  designate 
the  week  of  October  26.  1986,  through  No- 
vember 1.  1986,  as  "National  Adult  Immuni- 
zation Awareness  Week  ";  to  the  Committee 
on  Post  Office  and  Civil  Service. 

S.J.  Res.  413.  Joint  resolution  to  designate 
the  month  of  October  1986  as  'Learning 
Disabilities  Awareness  Month";  to  the  Com- 
mittee on  Post  Office  and  Civil  Service. 


nutes,  on  Oc- 


SENATE  ENROLLED  BILL  SIGNED 

The  SPEAKER  announced  his  sig- 
nature to  an  enrolled  bill  of  the 
Senate  of  the  following  title: 

S.  2294.  An  act  to  amend  the  Education  of 
the  Handicapped  Act  to  reauthorize  the  dis- 


cretionary programs  under  that  act.  to  au- 
thorize an  early  intervention  program  under 
that  act  for  handicapped  infants  and  tod- 
dlers and  their  families,  and  for  other  pur- 
poses. 


ADJOURNMENT 

Mr.  WYDEN.  Mr.  Speaker,  I  move 
that  the  House  do  now  adjourn. 

The  motion  was  agreed  to;  accord- 
ingly (at  3  o'clock  and  12  minutes 
p.m.)  under  its  previous  order,  the 
House  adjourned  until  Monday,  Sep- 
tember 29,  1986,  at  12  noon. 


EXECUTIVE  COMMUNICATIONS, 
ETC. 

Under  clause  2  of  rule  XXIV,  execu- 
tive communications  were  taken  from 
the  Speaker's  table  and  referred  as  fol- 
lows: 

4264.  A  letter  from  the  President.  Nation- 
al Safety  Council,  transmitting  a  report  and 
financial  audit  for  1985  and  1986,  pursuant 
to  Public  Law  88-504.  section  3.  (36  U.S.C. 
1103);  to  the  Committee  on  the  Judiciary. 

4265.  A  letter  from  the  Comptroller  Gen- 
eral of  the  United  States,  transmitting  a 
review  of  the  independent  certified  public 
accountants  audit  of  the  Postal  Service's 
accounts  and  operations  (GAO/APMD-86- 
72).  pursuant  to  39  U.S.C.  2008(a):  jointly  to 
the  Committees  on  Government  Operations 
and  Post  Office  and  Civil  Service. 


REPORTS  OF  COMMITTEES  ON 
PUBLIC  BILLS  AND  RESOLU- 
TIONS 

Under  clause  2  of  rule  XIII,  reports 
of  committees  were  delivered  to  the 
Clerk  for  printing  and  reference  to  the 
proper  calendar,  as  follows: 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  H.R.  3352.  A  bill  to  transfer 
certain  real  property  to  the  City  of  Mes- 
quite,  NV;  with  an  amendment  (Rept.  99- 
897).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  H.R.  5496.  A  bill  to  desig- 
nate certain  National  Forest  System  lands 
in  the  State  of  Georgia  to  the  National  Wil- 
derness Preservation  System,  and  for  other 
purposes;   with   an   amendment   (Rept.   99- 

898.  Pt.  1).  Ordered  to  be  printed. 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  H.R.  5508.  A  bill  to  desig- 
nate the  Sipsey  River  as  a  component  of  the 
National  Wild  and  Scenic  Rivers  System,  to 
designate  certain  areas  as  additions  to  the 
Sipsey  Wilderness,  and  to  preserve  over 
30,000  acres  of  pristine  natural  treasures  in 
the  Bankhead  National  Forest  for  the  aes- 
thetic and  recreational  benefit  of  future 
generations  of  Alabamians.  and  for  other 
purposes;  with  an  amendment  (Rept.  99- 

899.  Pt.  1 ).  Ordered  to  be  printed. 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  S.  565.  An  act  to  direct  the 
Secretary  of  Agriculture  to  convey,  without 
consideration,  to  the  Town  of  Payson.  AZ. 
approximately  30.96  acres  of  Forest  Service 
lands;  with  amendments  (Rept.  99-900).  Re- 
ferred to  the  Committee  of  the  Whole 
House  on  the  State  of  the  Union. 

Mr.  HOWARD:  Committee  on  Public 
Works  and  Transportation.  H.R.  5568.  A  bill 
to  establish  uniform  standards  for  testing 


and  licensing  of  operators  of  commercial 
motor  vehicles;  with  an  amendment  (Rept. 
99-901).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 

Mr.  MAZZOLI:  Committee  on  the  Judici- 
ary. H.R.  5559.  A  bill  to  amend  the  Immigra- 
tion and  Nationality  Act  to  improve  the  ad- 
ministration of  the  immigration  and  nation- 
ality laws,  and  for  other  purposes;  with  an 
amendment  (Rept.  99-904).  Referred  to  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union. 

Mr.  RODINO:  Committee  on  the  Judici- 
ary. H.R.  5558.  A  bill  to  amend  title  HI  of 
the  Immigration  and  Naturalization  Act  to 
provide  for  administrative  naturalization, 
and  for  other  purposes  (Rept.  99-905).  Re- 
ferred to  the  Committee  of  the  Whole 
House  on  the  State  of  the  Union. 

Mr.  MAZZOLI:  Committee  on  the  Judici- 
ary. H.R.  3737.  A  bill  to  amend  the  Immigra- 
tion and  Nationality  Act  to  deter  immigra- 
tion-related marriage  fraud  and  other  immi- 
gration fraud;  with  an  amendment  (Rept. 
99-906).  Referred  to  the  Committee  of  the 
Whole  House  on  the  State  of  the  Union. 

Mr.  MAZZOLI:  Committee  on  the  Judici- 
ary. H.R.  4823.  A  bill  to  amend  the  Immigra- 
tion and  Nationality  Act  to  improve  the  ad- 
ministration of  the  immigration  and  nation- 
ality laws,  and  for  other  purposes;  with  an 
amendment  (Rept.  99-907).  Referred  to  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union. 

Mr.  DINGELL:  Committee  on  Energy  and 
Commerce:  H.R.  5546.  A  bill  to  amend  the 
Public  Health  Service  Act  to  establish  a  Na- 
tional Vaccine  Program  for  the  development 
of  new  vaccines  and  the  improvement  of  ex- 
isting vaccines  and  a  program  to  compensate 
the  victims  of  vaccine-related  injuries  and 
deaths,  and  for  other  purposes;  with  amend- 
ments,(Rept.  99-908.  Pt.  1).  Ordered  to  be 
printed. 


REPORTED  BILLS 
SEQUENTIALLY  REFERRED 

Under  clause  5  of  rule  X.  bills  and 
reports  were  delivered  to  the  Clerk  for 
printing,  and  bills  referred  as  follows: 

Mr.  UDALL:  Committee  on  Interior  and 
Insular  Affairs.  H.R.  5192.  A  bill  to  establish 
an  emergency  response  program  within  the 
Nuclear  Regulatory  Commission;  with 
amendments;  referred  to  the  Committee  on 
Energy  and  Commerce  for  a  period  ending 
not  later  than  October  3.  1986  for  consider- 
ation of  such  provisions  of  the  bill  and 
amendments  as  fall  within  the  jurisdiction 
of  that  committee  pursuant  to  clause  Km), 
rule  X  (Rept.  99-902,  Pt.  1).  Ordered  to  be 
printed. 

Mr.  DINGELL:  Committee  on  E^nergy  and 
Commerce.  H.R.  5540.  A  bill  to  encourage 
good  faith  professional  review  activities  of 
health  care  entities,  to  require  collection 
and  dissemination  to  hospitals  and  other 
health  care  providers  of  information  con- 
cerning certain  payments  in  medical  mal- 
practice claims  and  certain  adverse  deci- 
sions, and  for  other  purposes;  referred  to 
the  Committee  on  Judiciary  for  a  period 
ending  not  later  than  October  3.  1986  for 
consideration  of  such  provisions  of  the  bill 
and  amendments  as  fall  within  the  jurisdic- 
tion of  that  committee  pursuant  to  clause 
Km)  of  rule  X  (Rept.  99-903,  Pt.  1).  Ordered 
to  be  printed. 
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SUBSEQUENT  ACTION  ON  RE- 
PORTED BILLS  SEQUENTIALLY 
REFERRED 

Under  clause  5  of  rule  X  the  follow- 
ing action  was  taken  by  the  Speaker: 

The  Committee  on  Interior  and  Insular 
Affairs  discharged  from  further  consider- 
ation of  H.R.  4712;  H.R.  4712  referred  to  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union. 

The  Committee  on  Banliing,  Finance  and 
Urban  Affairs  discharged  from  further  con- 
sideration of  H.R.  5217;  H.R.  5217  referred 
to  the  Committee  of  the  Whole  House  on 
the  State  of  the  Union. 


By  Mr.  MICHEL: 

H.  Res.  565.  Resolution  electing  Repre- 
sentative Hansen  of  Utah  to  the  Committee 
on  Armed  Services:  considered  and  agreed 
to. 

By  Mr.  WALDON; 

H.  Res.  566.  Resolution  expressing  the 
sense  of  the  House  of  Representatives  that 
the  President  should  accept  the  invitation 
of  Zambian  President  Kenneth  Kaunda  to 
meet  with  the  blaclc  leaders  of  the  six  front- 
line states  that  border  South  Africa:  to  the 
Committee  on  Foreign  Affairs. 


PUBLIC  BILLS  AND 
RESOLUTIONS 

Under  clause  5  of  rule  X  and  clause 
4  of  rule  XXII.  public  bills  and  resolu- 
tions were  introduced  and  severally  re- 
ferred as  follows: 

By  Mr.  BARNARD; 
H.R.  5603.  A  bill  to  provide  relief  to  State 
and  local  governments  from  Federal  man- 
dates: jointly  to  the  Committees  on  Govern- 
ment Operations,  the  Judiciary,  and  Rules. 
By  Mr.  BATEMAN  (for  himself,  Mr. 
Whitehurst.  Mr.  Wolf,  Mrs.  Bent- 
ley,      Mr.      Slaughter,      and      Mr. 
Parris); 
H.R.   5604.  A  bill  to  allow  the  Internal 
Revenue  Code  of  1986  to  be  applied  and  ad- 
ministered as  if  the  3-year  basis  recovery 
rule  applicable  to  employees'  annuities  had 
not   been   repealed;   to   the   Committee   on 
Ways  and  Means. 

By  Mr.  CHAPPIE: 
H.R.  5605.  A  bill  to  amend  the  Federal 
Crop  Insurance  Act;  to  the  Committee  on 
Agriculture. 

By  Mr.  WHITEHURST: 
H.R.  5606.  A  bill  to  amend  the  Immigra- 
tion and  Nationality  Act  to  provide  for  the 
naturalization  of  alien  service  members  who 
enlist  outside  the  United  States  and  who 
have  not  been  admitted  for  lawful  perma- 
nent residence:  to  the  Committee  on  the  Ju- 
diciary. 

By  Mr.  HANSEN; 
H.J.  Res.  741.  Joint  resolution  to  designate 
March.  1987.  as  ■Developmental  Disabilities 
Awareness  Month":  to  the  Committee  on 
Post  Office  and  Civil  Service. 


ADDITIONAL  SPONSORS 

Under  clause  4  of  rule  XXII,  spon- 
sors were  added  to  public  bills  and  res- 
olutions as  follows: 

H.R.  693:  Mr.  Stenholm. 

H.R.  4439:  Mr.  Bevill,  Mr.  Moore,  and 
Mrs.  Lloyd. 

H.R.  4450:  Mr.  Atkins. 

H.R.  4783:  Mr.  Andrews,  Mr.  Wortley, 
Mr.  NiELSON  of  Utah,  and  Mr.  Kleczka. 

H.R.  4792;  Mr.  McCain. 

H.R.  5099;  Mr.  AuCoin  and  Mr.  Henry. 

H.R.  5196;  Mr.  Coats,  Mr.  Crane,  and  Mr. 
Penny. 

H.R.  5257;  Mr.  Emerson. 

H.R.  5413:  Mr.  Morrison  of  Washington. 

H.R.  5432:  Mr.  Kildee,  Mr.  Whitehurst, 
Mr.  Garcia,  and  Mr.  Visclosky. 

H.R.  5477;  Mr.  Kemp.  Mr.  DioGuardi,  Mr. 
Young  of  Florida,  and  Mr.  Fawell. 

H.R.  5490:  Ms.  Oakar  and  Mr.  Annunzio. 

H.R.  5509:  Mr.  Towns.  Mr.  Siljander,  Mr. 
Morrison  of  Connecticut,  Mr.  Waldon.  Mr. 
Lagomarsino.  Mr.  Mitchell.  Mr.  Atkins, 
Mr.  Young  of  Missouri,  Mr.  Daub.  Mr.  Li- 
piNSKi,  Mr.  Feighan,  Mr.  LaFalce.  Mr. 
Kolter,  Ms.  MiKULSKi,  Mrs.  Boxer.  Mrs. 
Martin  of  Illinois.  Mr.  Abercrombie,  and 
Mr.  DoRNAN  of  California. 

H.R.  5532;  Mr.  Snyder,  Mr.  Kleczka.  Mr. 
Waldon,  Mr.  Morrison  of  Connecticut.  Mr. 
Ackerman.  Mr.  LowRY  of  Washington,  and 
Mr.  Mrazek. 

H.R.  5537;  Mr.  Daub. 

H.R.  5538;  Mr.  Mrazek  and  Mr.  Seiber- 

LING. 

H.J.  Res.  10:  Mr.  Badham.  Mr.  Barton  of 
Texas,  Mr.  Bereuter,  Mr.  Boehlert,  Mr. 
Brooks,  Mr.  Burton  of  Indiana.  Mr.  Busta- 
mante.  Mr.  Coelho,  Mr.  Coleman  of  Missou- 
ri, Mr.  Coughlin,  Mr.  Dorgan  of  North 
Dakota.    Mr.    Dreier    of    California,    Mr. 


Duncan,  Mr.  Fascell,  Mr.  Gallo,  Mr.  Gej- 
denson,  Mr.  Gekas.  Mr.  Oilman.  Mr.  Henry. 
Mr.  Hyde.  Mr.  Ireland,  Mr.  Kasich,  Mr.  La- 
Falce, Mr.  Leach  of  Iowa,  Mr.  Levin  of 
Michigan,  Mr.  Levine  of  California,  Mr. 
LiGHTFOOT,  Mr.  Lott,  Mr.  Lungren,  Mr. 
McGrath,  Mr.  McKernan,  Mr.  Mack.  Mr. 
Marlenee.  Mrs.  Martin  of  Illinois.  Mr. 
Michel.  Mr.  Miller  of  Ohio.  Mr.  Moody. 
Mr.  Murtha,  Mr.  Natcher,  Mr.  Packard. 
Mr.  Panetta.  Mr.  Pashayan.  Mr.  Quillen, 
Mr.  Rinaldo,  Mr.  Ritter.  Mr.  Rogers.  Mr. 
Rowland  of  Connecticut.  Mr.  Roybal,  Mr. 
Scheuer.  Mr.  Schuette.  Mr.  Shaw.  Ms. 
Snowe,  Mr.  Snyder.  Mr.  Solomon.  Mr. 
Spence.  Mr.  Sundquist.  Mr.  Sweeney.  Mr. 
Taylor.  Mr.  Thomas  of  California,  Mr. 
Weiss,  Mr.  Whitehurst,  Mr.  Young  of 
Alaska,  and  Mr.  Pursell. 

H.J.  Res.  524:  Mr.  Barnard.  Mr.  Boehlert, 
Mr.  Boner  of  Tennessee,  Mr.  Borski,  Mr. 
Boulter,  Mr.  Vander  Jagt.  Mr.  Bilirakis. 
Mr.  Blaz.  and  Mr.  Hughes. 

H.J.  Res.  550:  Mr.  Kindness.  Mr.  Aber- 
crombie.  Mr.    Moorhead.   Mr.   Weiss.   Mr. 

Rowland  of  Georgia.  Mr.  Udall.  Mr.  Sunia. 

Mr.  Stokes.  Ms.  Oakar.  Mr.  Lundine,  Mr. 

Waxman.    Mr.    Coughlin,    Mr.    Carr,    Mr. 

Jones  of  Tennessee,  and  Mr.  Barnes. 
H.J.  Res.  602:  Mr.  Young  of  Florida. 
H.J.  Res.  615:  Mr.  Sharp,  Mr.  Hyde,  Mr. 

Hartnett,  Mr.  Rudd,  Mr.  Gunderson,  Mr. 

Pickle,  Mr.  Craig,  Mr.  de  Lugo,  Mr.  Wolpe. 

Ms.  Snowe,  Mr.  Michel,  Mr.  Regula,  Mrs. 

Lloyd.  Mr.  Visclosky.  Mr.  Ritter.  and  Mr. 

Dreier  of  California. 
H.J.  Res.  643:  Mr.  Anderson,  Mr.  Wilson. 

Mr.  Horton.  and  Mr.  Lent. 
H.J.  Res.  677:  Mr.  Lantos.  Mr.  Wheat,  Mr. 

GuARiNi,  Mr.  Feighan,  Mr.  Emerson,  Mr. 

Fish,  Mr.  Sabo,  Mr.  Markey,  Mr.  Green, 

Mr.  Frank,  Mr.  Hertel  of  Michigan,  and 

Mr.  Vento. 
H.J.  Res.  735;  Mr.  Towns. 
H.  Con.  Res.  129:  Mr.  Wolf.  Mr.  Sisisky. 

Mr.  Coleman  of  Missouri.  Mr.  Cheney.  Mr. 

Hopkins.   Mr.   Manton.    Mr.   Gaydos.   Mr. 

Fawell.    Mr.    Roe.    Mr.    Ridge,    and    Mr. 

Tauzin. 
H.  Con.  Res.  336:  Mr.  Atkins.  Mrs.  Boxer. 

Mr.  Bruce.  Mrs.  Burton  of  California,  Mr. 

Early,  Mr.  Hayes,  Mr.  Howard,  Mr.  Jones 

of  North  Carolina,  Ms.  Kaptur,  Mr.  Klecz- 
ka,  Mr.   Lehman   of   California.   Mr.   Mav- 

ROULES.  Mr.  McKiNNEY.  Mr.  Oberstar.  Mr. 

Sabo.  Miss  Schneider,  Mrs.  Schroeder,  Mr. 

Wheat.  Mr.  Wolpe.  and  Mr.  Wyden. 
H.  Res.  556:  Mr.  Wylie. 
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The  Senate  met  at  9:30  a.m.,  on  the 
expiration  of  the  recess,  and  was 
called  to  order  by  the  President  pro 
tempore  [Mr.  Thurmond]. 


PRAYER 

The  Chaplain,  the  Reverend  Rich- 
ard C.  Halverson,  D.D.,  offered  the  fol- 
lowing prayer: 

Let  us  pray. 

O  Lord,  thou  hast  searched  me,  and 
known  me.  Thou  knowest  my  downsit- 
ting  and  mine  uprising,  thou  under- 
standest  my  thought  afar  off.  Thou 
compassest  my  path  and  my  lying 
down,  and  art  acquainted  with  all  my 
ways.  For  there  is  not  a  word  in  my 
tongue,  but,  lo,  O  Lord,  thou  knowest 
it  altogether.—  Psalm  139:1-4 

Omniscient  God,  it  is  obvious  in  the 
words  of  the  psalmist  that  there  is 
nothing  about  us  You  do  not  know. 
We  have  no  secrets  from  You.  We 
cannot  deceive  You— in  attempting  to, 
we  only  deceive  ourselves.  You  know 
the  hearts  and  minds  of  Your  serv- 
ants, the  Senators  and  their  staffs, 
who  struggle  in  these  closing  moments 
of  the  99th  Congress.  You  know  where 
there  is  fear,  frustration,  discourage- 
ment, ambivalence,  selfishness,  pride, 
uncertainty.  Make  each  Senator  expe- 
rience the  presence,  the  love,  the 
wisdom,  the  power  of  God  in  these 
days  as  they  work  against  time  and  all 
of  the  other  pressures  endemic  in  leg- 
islation. In  His  name  Whose  love  is  un- 
conditional, relevant,  always  available. 
Amen. 


RECOGNITION  OF  THE 
MAJORITY  LEADER 

The  PRESIDENT  pro  tempore.  The 
able  and  distinguished  minority 
leader.  Senator  Robert  Dole,  of 
Kansas,  is  recognized. 

Mr.  DOLE.  I  thank  the  distin- 
guished President  pro  tempore,  the 
senior  Senator  from  South  Carolina, 
Senator  Thurmond. 


SCHEDULE 


Mr.  DOLE.  I  ask  unanimous  consent 
that  the  leader  time  of  the  distin- 
guished minority  leader  be  reserved. 

The  PRESIDENT  pro  tempore. 
Without  objection,  it  is  so  ordered. 

Mr.  DOLE.  Mr.  President,  following 
recognition  of  the  two  leaders,  there 
will  be  routine  morning  business,  not 
to  extend  beyond  10  a.m. 

At  10  a.m.,  we  will  resume  consider- 
ation of  S.  2878,  the  drug  bill. 


I  might  say  at  this  point  that  I  wish 

1  could  be  specific  about  the  schedule, 
but  I  cannot  be.  I  do  not  know  what 
the  program  is  going  to  be  for  today 
and  tomorrow,  but  there  will  be  a  pro- 
gram. We  will  be  in  session  today  and 
tomorrow.  We  are  accommodating  as 
many  of  our  colleagues  as  we  can.  I  do 
not  believe  any  of  our  colleagues, 
whether  they  plan  to  vote  for  or 
against  the  tax  bill,  want  to  miss  the 
vote,  and  I  appreciate  that.  It  is  a  very 
significant  piece  of  legislation. 

We  are  in  this  last-minute  rush,  as 
the  Chaplain  just  indicated,  and  we 
need  a  lot  of  patience  and  understand- 
ing. What  I  would  hope  to  do  is  to 
have  statements  on  the  drug  bill  and 
some  debate  on  the  drug  bill  until  1  or 

2  o'clock.  Then  at  2  o'clock,  we  would 
turn  to  the  conference  report  on  tax 
reform. 

I  know  that  some  are  still  awaiting 
answers  from  the  Joint  Tax  Commit- 
tee. If  I  can  have  the  questions,  I  will 
try  to  get  the  answers,  if  they  can  be 
answered.  You  can  ,  ask  impossible 
questions  and  not  get  an  answer. 
Other  Members  would  like  to  discuss 
transition  rules.  Other  Members  want 
to  be  on  the  floor  but  they  are  some- 
where else. 

What  I  am  saying,  in  effect,  is  that 
we  understand  all  those  real  concerns. 
I  do  not  quarrel  with  any  of  the  con- 
cerns expressed,  but  we  have  to  make 
a  judgment:  Do  we  want  to  complete 
action  in  the  Senate  by  next  Friday: 
In  my  view,  it  can  be  done. 

So  I  hope  that  Senators  will  under- 
stand that  we  are  not  trying  to  incon- 
venience any  colleague.  We  are  just 
trying  to  do  our  business,  and  we  hope 
we  can  move  to  the  tax  bill.  I  hope  we 
can  have  a  vote  on  it  today  sometime. 
We  are  exploring  that.  I  know  that 
the  distinguished  chairman  of  the  Fi- 
nance Cominittee,  Senator  Packwood, 
is  raring  to  go. 

They  had  a  great  vote  in  the  House 
yesterday.  It  is  time  for  us  to  follow 
suit  with  an  overwhelming  vote  in  the 
Senate.  There  comes  a  time  when  we 
have  to  make  choices,  and  this  is  one 
of  those  times. 

This  is  not  a  perfect  tax  bill.  Not  ev- 
eryone is  going  to  be  satisfied.  The 
easiest  vote  is  probably  "no"  and  then 
Members  can  say,  "I  didn't  vote  for 
it."  However,  I  believe  that  when  we 
are  looking  at  tax  policy  and  changes 
in  the  future,  then  the  only  vote 
should  be  'yes"  on  the  tax  reform 
package. 

It  may  have  imperfections,  and  it 
undoubtedly   has.   It   has   retroactive 


tax  policy  in  some  cases,  which  is  not 
good.  Maybe  we  can  correct  some  of 
those  things,  but  we  do  make  a  giant 
step  forward. 

I  watched  last  night  interviews  of 
working  men  and  women  on  the  street 
in  America.  They  were  for  this  tax  bill. 
They  thought  it  was  about  time  some 
of  the  people  who  had  not  paid  taxes 
were  getting  the  opportunity.  They 
were  not  bitter  or  hostile.  They  felt 
that  this  might  be  pretty  good  for  the 
working  people  in  America,  and  it  is. 

So  I  hope  we  can  do  as  well  as  the 
House  and  have  the  same  or  better 
margin  of  support. 

Mr.  President,  we  are  going  to  do 
what  we  can  today  to  accommodate  ev- 
eryone—probably end  up  displeasing 
everyone.  But  we  will  start  off  in  a 
positive  way,  and  I  hope  Senators  can 
adjust  their  schedules  to  suit  the  over- 
whelming majority  in  this  body  who 
want  to  move  on  with  this  business, 
finish  the  tax  bill  today,  go  back  on 
drug  reform  tomorrow,  maybe  finish 
that  tomorrow.  On  Monday  and  Tues- 
day, we  will  have  the  continuing  reso- 
lution and  Wednesday,  if  needed.  I 
have  a  feeling  we  may  be  here  most  of 
the  night  on  Tuesday  to  finish  the  bill. 
It  passed  the  House  by  one  vote  yes- 
terday. They  loaded  it  up.  Everything 
but  the  kitchen  sink  is  in  the  House 
continuing  resolution,  and  it  will  prob- 
ably be  there  on  a  second  look.  So  we 
have  a  lot  of  work  to  do  to  get  it  back 
to  reason  on  the  Senate  side. 

Following  that,  we  have  the  im- 
peachment, which  we  would  like  to 
begin  next  Thursday. 

We  hope  we  can  do  all  that.  Some 
would  say  it  is  not  possible. 

I  also  hope  to  visit  with  the  Speaker 
today  to  see  if  he  is  still  aiming  toward 
October  3. 

Mr.  President,  the  majority  leader  is 
not  here,  and  I  have  reserved  his  time. 
I  yield  5  minutes  of  my  leader's  time 
to  the  distinguished  Senator  from 
Florida  [Mrs.  Hawkins]. 

The  PRESIDENT  pro  tempore.  The 
distinguished  Senator  from  Florida  is 
recognized. 


a  0940 

THE  IMPACT  OF  DRUG  ABUSE 

Mrs.  HAWKINS.  Mr.  President,  the 
impact  of  drug  abuse  is  eating  away  at 
our  society.  Everything  these  deadly 
substances  touch  turns  to  death  and 
despair.  It  is  especially  heartbreaking 
to  see  the  devastating  affect  of  illegal 
drugs  on  our  children.  To  think  of  a 


•  This  "bullet"  symbol  identifies  statements  or  insertions  which  are  not  spoken  by  the  Member  on  the  floor. 
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single  child  falling  under  the  seductive 
spell  of  illegal  drugs  is  almost  too 
much  to  take. 

To  realize  that  a  child  who  should 
be  enjoying  his  or  her  innocence  and 
the  carefree  years  of  youth  has  al- 
ready become  a  slave  to  a  chemical 
master  is  a  tragedy.  It  is  more  a  trage- 
dy to  realize  that  many  of  the  kids 
hooked  on  drugs  are  disadvantaged 
having  been  raised  in  poverty.  These 
are  kids  with  two  strikes  already 
against  them— and  drugs— that's  strike 
three.  That  is  why  I  would  like  to 
bring  the  Senate's  attention  to  a  new 
drug  abuse  program  that'll  be  imple- 
mented by  the  Job  Corps  Program  this 
January. 

The  Job  Corps  Program  provides  se- 
verely disadvantaged  youth  aged  16  to 
21  with  basic  education,  vocational 
training,  and  job  placement.  This 
highly  intensive  education  and  train- 
ing program  has  proved  very  success- 
ful in  assisting  severely  disadvantaged 
youth  out  of  poverty.  Job  Corps  pro- 
grams try  where  possible  to  take  disad- 
vantaged youths  out  of  their  poverty 
environment  and  place  them  into  an 
intensive  program  of  one-on-one  coun- 
seling, education,  and  job  training.  A 
noble  purpose  that  has  run  into  the 
brick  wall  of  illegal  drugs. 

The  Job  Corps  staff  estimates  that 
70  percent  of  Job  Corps  enrollees  are 
currently  using  marijuana,  15  percent 
PCP,  and  5  percent  cocaine.  The  resi- 
dential focus  of  the  Job  Corps  Pro- 
gram affords  us  a  unique  opportunity 
to  take  the  disadvantaged  youth  out  of 
their  environment— hopefully  away 
from  their  drug  dealer  and  the  frus- 
trations and  temptations  that  have 
lead  to  drug  use.  But  if  the  Job  Corps 
Program  is  to  succeed,  if  we  are  to  suc- 
ceed in  our  goal  of  providing  the  stu- 
dent with  an  education  or  skill  that 
will  enable  them  to  break  the  cycle  of 
poverty,  we  must  first  free  them  from 
the  shackles  of  drug  use. 

To  free  them  from  these  deadly 
shackles,  the  Job  Corps  Program  has 
instituted  a  drug  abuse  program  called 
SUAAP  [Substance  Use  and  Abuse 
Program].  This  program  involves 
counseling  of  participants.  But  the  Job 
Corps  has  determined  that  if  they  are 
to  effectively  counsel  and  address  the 
Job  Corps  participants  drug  usage,  es- 
timates about  how  many  and  guesses 
about  which  students  are  using  drugs, 
and  voluntary  drug  prevention  educa- 
tion are  not  sufficient. 

As  a  result,  in  January  they  will  im- 
plement a  program  of  intervention. 
Nine  Job  Corps  centers  will  continue 
with  existing  SUAAP  Program  and 
nine  others  will  participate  in  a  pilot 
project  in  which  identification  and 
intervention  are  stressed.  These  nine 
Job  Corps  programs  will  utilize  urine 
tests  on  new  enrollees  to  determine 
current  drug  usage  and  what  types  of 
drugs  the  participants  are  using. 


I  want  to  stress  that  the  drug  test  is 
not  intended  to  screen  participants. 
No  one  will  be  denied  access  to  a  Job 
Corps  Program  on  the  basis  of  the  test 
results.  Nor  do  I  think  they  should  be. 
We  want  disadvantaged  and  troubled 
youth  to  enroll  in  these  programs.  The 
urine  tests  are  intended  to  identify 
which  students  are  misusing  drugs  and 
which  drugs  they  are  using. 

This  information  is  essential  to 
teachers  and  counselors  who  are  at- 
tempting to  teach  these  disadvantaged 
youth  some  basic  educational  and  em- 
ployment skills.  The  pilot  project  will 
also  utilize  additional  substance  abuse 
counselors  who  will  have  special  train- 
ing in  the  intervention  of  youth  with 
drug  abuse  programs. 

Mr.  President,  I  have  been  a  long- 
time supporter  of  the  Job  Corps  Pro- 
gram. The  centers  in  Jacksonville, 
Gainesville,  and  Miami,  PL,  have  been 
very  successful  in  assisting  disadvan- 
taged youth.  But  they  will  be  so  much 
more  successful  if  they  can  identify 
and  intervene  in  that  student's  drug 
problem  so  that  these  children  can  be 
helped.  That's  the  least  we  owe  them. 

I  yield  the  floor. 


RECOGNITION  OF  THE  ACTING 
MINORITY  LEADER 

The  PRESIDENT  pro  tempore.  The 
distinguished  acting  Democratic  leader 
is  recognized. 


WHAT  SHOULD  BE  THE  FUTURE 
AGENDA  FOR  ARMS  CONTROL? 

Mr.  PROXMIRE.  Mr.  President, 
what  is  the  purpose  of  arms  control? 
That's  easy.  It's  to  prevent  a  nuclear 
war.  What  most  seriously  threatens 
nuclear  war?  Answer:  the  nuclear  arms 
race.  Why?  First,  because  the  immense 
buildup  of  ever  more  devastating,  com- 
plex and  hairtrigger  weapons  on  both 
sides  steadily  moves  the  world  ever 
closer  to  accidental  war.  Second,  the 
arms  race  with  its  constant  break- 
throughs, producing  cheaper  and 
lighter  weapons  also  increases  the  like- 
lihood of  nuclear  weapon  spread  or 
proliferation.  The  spread  of  nuclear 
weapons  to  additional  nations  obvious- 
ly increases  the  prospect  that  local 
wars  may  at  any  time  become  nuclear. 

What  arms  control  action  is  most 
likely  to  stop  the  arms  race  and  the 
proliferation  of  nuclear  weapons? 
President  Reagan  has  proposed  a 
mutual  superpower  reduction  of  50 
percent  of  the  offensive  nuclear  arse- 
nal of  each  superpower.  Would  that 
stop  the  arms  race?  Would  it  reduce 
the  prospect  of  nuclear  proliferation? 
The  answer  to  both  questions  is  an 
emphatic:  "No."  Here's  why:  A  50-per- 
cent reduction  of  nuclear  weapons 
would  not  diminish  the  certainty  that 
a  superpower  nuclear  war  would  prob- 
ably destroy  civilization  on  Earth  as 
we  know  it.  It  might  possibly  destroy 


mankind  as  a  species.  It  would  not 
stop  or  even  slow  the  research  and 
testing  that  develop  ever  more  devas- 
tating nuclear  weapons.  The  50  per- 
cent reduction  of  nuclear  weapons 
over  a  period  of  5  years  might  be  ac- 
companied by  a  100  percent  increase 
in  the  destructive  capacity  of  each  nu- 
clear weapon  in  the  superpower  arse- 
nals and  therefore  no  net  reduction  in 
lethal  power  at  all.  Meanwhile,  the 
smaller,  cheaper,  more  devastating 
new  nuclear  weapons  would  be  made 
to  order  for  scores  of  smaller  states 
that  now  can't  afford  to  get  into  the 
nuclear  club.  So  the  reduction  of  the 
superpower  nuclear  arsenals.  Presi- 
dent Reagan's  principle  announced 
arms  control  initiative  would  not  ad- 
vance the  prime  purpose  of  arms  con- 
trol. It  would  not  slow  or  stop  the 
arms  race. 

If  the  two  greatest  threats  to  nucle- 
ar peace  are  the  superpower  race  to 
develop  ever  more  destructive  and 
cheaper  nuclear  weapons  on  the  one 
hand  and  the  proliferation  of  nuclear 
weapons  on  the  other,  what  arms  con- 
trol initiatives  would  most  clearly  slow 
and  eventually  stop  these  prime 
threats  to  nuclear  peace?  Answer:  A 
test  ban  treaty  and  a  greatly  strength- 
ened nonproliferation  treaty.  Why? 
Here  is  why:  The  test  ban  treaty 
would  go  to  the  heart  of  the  nuclear 
threat  by  greatly  slowing  the  techno- 
logical nuclear  arms  race.  Why  have 
the  superpowers  insisted  on  continu- 
ing these  expensive  nuclear  weapons 
tests  that  have  been  so  roundly  and 
universally  condemned?  They  have 
continued  because  as  any  first  year 
student  in  high  school  science  can  tell 
you,  tests  are  essential  to  prove  and  es- 
tablish any  scientific  theoretical 
breakthrough.  Will  this  new  weapon 
work  in  practice?  That's  the  critical 
question  that  only  tests  can  answer. 
Stop  testing  and  you  put  a  strangle 
hold  on  research.  Without  testing 
would  there  have  been  an  atomic 
bomb?  No  way.  Without  testing  would 
there  have  been  a  hydrogen  bomb? 
Absolutely  not.  Without  testing  would 
there  have  been  any  of  the  immensely 
destructive  nuclear  arsenal  on  either 
side  of  the  Iron  Curtain?  No.  So  will 
continued  nuclear  testing  develop  nu- 
clear weapons  even  more  devastating 
than  either  superpower  has  today? 
Yes,  indeed.  Will  continued  testing  de- 
velop smaller  nuclear  weapons  but 
with  even  greater  power?  Of  course. 
That's  the  whole  purpose  of  the  re- 
search. 

Will  testing  produce  cheaper  nuclear 
weapons  that  many  more  countries 
will  soon  be  able  to  afford?  You 
betcha.  So  what  would  a  mutual,  veri- 
fiable superpower  treaty  to  stop  nucle- 
ar testing  accomplish?  It  would  greatly 
slow  the  technological  nuclear  arms 
race  between  the  two  superpowers.  It 
would  do  more.  It  would  diminish  the 
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spread  of  nuclear  weapons  throughout 
the  world.  It  would  do  this  by  sharply 
slowing  the  research  necessary  to 
prove  and  develop  smaller  and  cheaper 
nuclear  weapons,  tailor  made  for  the 
many  countries  that  don't  have  the 
wherewithal  today  to  buy  their  way 
into  the  nuclear  club. 

The  test  ban  treaty  is  vital.  But  it 
isn't  enough.  By  itself  it  will  not  bring 
future  nuclear  weapons  proliferation 
under  control.  As  the  economies  of 
many  nations  progress,  the  number  of 
countries  with  the  economic  and  tech- 
nological capacity  to  build  their  own 
nuclear  arsenals  will  certainly  expand. 
The  nonproliferation  treaty  has  al- 
ready done  a  remarkable  job  of  stem- 
ming this  spread  of  nuclear  weapons.  I 
recall  vividly  how  sure  Members  of 
this  body— including  this  Senator- 
were  back  in  the  early  1960's  that  by 
the  mid-1980's  scores  of  nations  would 
have  nuclear  weapons  and  the  likeli- 
hood of  a  fullfledged  nuclear  war 
breaking  out  somewhere  in  the  world 
by  1986  seemed  very  high.  What  hap- 
pened? By  design,  not  by  accident  the 
nuclear  nonproliferation  treaty  has 
played  the  leading  role  in  stopping 
such  a  disaster.  That  treaty  has  won 
the  membership  and  allegiance  of  the 
overwhelming  majority  of  potential 
nuclear  powers.  It  has  established 
international  safeguards  to  stop  the 
transfer  of  processed  weapons  grade 
Plutonium  or  uranium.  In  the  last  few 
years  it  has  even  succeeded  in  persuad- 
ing most  of  its  members  to  accept 
international  inspection  to  verify  com- 
pliance and  unannounced  inspection 
at  that.  But  there  is  still  a  long  way  to 
go.  At  least  eight  nations  that  are  po- 
tential nuclear  powers  remain  outside 
the  treaty.  Of  the  five  established  nu- 
clear weapons  powers  only  the  United 
States  and  the  United  Kingdom  have 
fully  cooperated  with  the  nonprolif- 
eration authorities.  France  has  sup- 
plied nuclear  weapons  facilities  to 
other  nations.  Neither  the  Soviet 
Union  nor  China  have  agreed  to  inter- 
national inspection.  Germany  has 
been  accused  of  playing  at  least  a  role 
in  the  nuclear  arms  market.  Our  coun- 
try should  use  its  great  international 
influence  to  vigorously  support  and 
enforce  the  Nonproliferation  Treaty 

Ot)J6CtiV6S 

(Mrs.  HAWKINS  assumed  the 
Chair.) 


THE  MYTH  OP  THE  DAY 

Mr.  PROXMIRE.  Madam  President, 
the  myth  of  the  day  is  that  we  dare 
not  tamper  with  the  campaign  finance 
laws  because  of  the  law  of  unintended 
consequences.  The  poet,  Robert  Bums, 
best  expressed  this  law  when  he  wrote, 
"The  best  laid  schemes  of  mice  and 
men,  gang  aft  a-gley." 

If  we  legislated  according  to  this 
standard,  no  major  legislation  would 
ever  pass  the  Senate.  Every  major  bill 


has  unintended  consequences.  We  pass 
a  budget  which  projects  a  deficit  of 
$172  billion.  The  deficit  turns  out  to 
be  $230  billion.  We  pass  a  tax  bill  and 
the  next  year  pass  a  technical  correc- 
tions bill  to  deal  with  the  unintended 
consequences. 

What  are  the  real  reasons  why  Con- 
gress refuses  to  reform  campaign  fi- 
nancing? I  believe  there  are  two:  Polit- 
ical advantage  and  incumbency. 

Every  attempt  to  change  campaign 
financing  laws  raises  questions  about 
which  party  will  gain  an  advantage. 
No  matter  how  innocent  the  proposed 
change,  a  number  of  keen-eyed  and 
partisan  people  will  examine  it  to  see 
if  either  party  would  gain  something. 
The  question  of  what  is  good  public 
policy  goes  out  the  window.  The  atti- 
tude becomes:  Better  no  change  at  all 
than  to  see  the  other  party  gain  an 
edge. 

Every  change  must  pass  Congress 
which  is,  by  definition,  composed  of 
incumbents.  And  incumbents  are  leery 
of  any  change  which  might  benefit  a 
challenger.  So  any  proposed  change  is 
subject  to  another  prolonged  and 
searching  examination.  This  time  the 
attitude  is:  Better  no  change  at  all 
than  to  see  a  challenger  gain  an  edge. 

What  can  be  done  to  overcome  these 
hurdles?  Congress  has  held  a  number 
of  hearings  on  campaign  finance.  We 
have  listened  to  the  experts.  A  number 
of  Members  have  introduced  legisla- 
tion. The  senior  Senator  from  Oklaho- 
ma [Mr.  Boren]  has  singlehandedly 
pushed  the  Senate  into  approving  a 
bill  limiting  contributions  from  politi- 
cal action  committees. 

Yet  the  chances  of  reforms  being  en- 
acted into  law  are  slim.  We  might  get 
a  commission  to  study  the  issue,  which 
will  delay  action  for  another  year  or 
so. 

Madam  President,  this  record  leads 
this  Senator  to  believe  that  the  people 
are  ahead  of  the  politicians.  The 
people  believe  that  the  present  system 
is  little  better  than  legalized  influence 
peddling.  They  are  right.  We  should 
be  representing  the  people  and  not  a 
political  party  or  an  incumbent. 

I  yield  the  floor. 

The  PRESIDING  OFFICER.  Is 
there  further  morning  business? 

Mr.  PROXMIRE.  Madam  President, 
I  suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

D  1010 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER  (Mr. 
D'Amato).  Without  objection,  it  is  so 
ordered. 


TRIBUTE  TO  ELSA  AND 
STEPHEN  SOLENDER 


Mr.  SARBANES.  Mr.  President,  on 
Tuesday,  September  30,  the  Baltimore 
Associated  Jewish  Charities  and  Wel- 
fare Fund  will  honor  Stephen  and  Elsa 
Solender  as  they  prepare  to  leave  Bal- 
timore, after  many  years'  devoted  serv- 
ice, for  New  York.  Steve  was  selected 
following  an  exhaustive  nationwide 
search  to  be  the  executive  vice  presi- 
dent of  the  United  Jewish  Appeal- 
Federation  of  Jewish  Philanthropies 
of  New  York,  Inc.  For  more  than  a 
decade,  Steve  and  Elsa  have  been 
strong  and  effective  leaders  in  the  Bal- 
timore Jewish  community.  They  have 
been  active  citizens  of  the  city  of  Bal- 
timore. Always  they  have  been  wise 
counselors  and  good  friends  whom  I 
admire  and  respect  and  will  sorely 
miss. 

In  this  case,  Baltimore's  loss  is  most 
certainly  New  York's  gain.  The  So- 
lenders  came  to  Baltimore  in  1975, 
when  Steve  became  director  of  social 
planning  and  budgeting  of  AJCWF;  4 
years  later,  in  1979,  Steve  became 
AJCWF  president.  While  carrying  out 
with  great  distinction  his  demanding 
responsibilities  at  the  AJCWF,  Steve 
has  also  found  time  to  serve  as  coin- 
structor  at  the  Council  of  Jewish  Fed- 
erations; as  field  work  supervisor  at 
the  University  of  Maryland  School  of 
Social  Work  and  Community  Plan- 
ning; and  member  of  the  school's  advi- 
sory board.  In  March  1985,  he  directed 
the  first  Baltimore  AJCWF  Mission  to 
the  Soviet  Union.  In  light  of  his  devot- 
ed and  effective  service,  it  comes  as  no 
surprise  that  in  1985  Steve  was  a  na- 
tional finalist  in  the  search  undertak- 
en by  the  National  Assembly  of  Volun- 
tary Health  and  Social  Welfare  Orga- 
nizations for  the  year's  outstanding 
manager  in  the  voluntary  sector. 

At  every  step,  Elsa  Solender's  com- 
mitment has  matched  Steve's.  Togeth- 
er they  have  raised  their  two  sons,  Mi- 
chael, a  1986  graduate  of  Columbia 
College  and  a  student  at  the  Yale  Law 
School,  and  Daniel,  a  member  of  the 
Columbia  College  class  of  1987.  As  a 
contributing  editor  of  the  respected 
Baltimore  Jewish  Times,  whose  read- 
ership extends  far  beyond  the  Balti- 
more area,  she  has  made  an  important 
contribution  to  the  intellectual,  cul- 
tural, and  social  life  of  Jewish  Ameri- 
cans by  writing  about  everything  from 
major  issues  to  new  restaurants.  In 
1985  she  won  the  Smolar  Award  for 
Excellence  in  Jewish  Journalism  for 
her  articles  on  Ethiopian  Jewry,  a  tes- 
timony to  the  excellence  of  her  work 
and  the  high  regard  in  which  she  is 
held  by  her  peers. 

Prior  to  coming  to  Baltimore,  Steve 
and  Elsa  lived  for  6  years  in  Geneva, 
Switzerland,  where  Steve  directed  the 
departments  of  Community  Organiza- 
tion, Community  Centers  and  Pund- 
Raising  of  the  American  Jewish  Joint 
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Distribution  Committee  and  also  co- 
ordinated the  committee's  progn'ams  in 
Muslim  coimtries.  Earlier  he  had 
worked  part  time  with  the  Young 
Men's  and  Young  Women's  Hebrew 
Association  and  then  with  Jewish  com- 
munity centers  in  Chicago.  But  Steve 
is  first  of  all.  it  must  be  said,  a  New 
Yorker.  He  was  bom  and  raised  in 
New  York.  He  is  a  graduate  of  Colum- 
bia College  and  of  Columbia  Universi- 
ty's very  distinguished  School  of 
Social  Work.  A  loyal  alumnus  of  Co- 
lumbia, he  has  served  as  president  of 
the  Columbia  University  Club  of  Balti- 
more and  is  currently  chairman  of  the 
Secondary  Schools  Committee  of  Co- 
lumbia College;  and  he  has  not  been 
displeased,  it  must  be  said,  by  his  sons' 
decision  to  carry  on  the  Solender  tra- 
dition at  Columbia.  Elsa  is  a  graduate 
of  Barnard  College,  the  women's  col- 
lege of  Columbia  University.  In  a 
sense,  therefore,  the  Solenders'  depar- 
ture for  New  York  is  a  joyful  voyage 
home,  especially  as  Steve  is  the  third 
generation  in  his  family  to  devote  him- 
self to  Jewish  community  service. 

As  a  friend  and  admirer  of  the  So- 
lenders, I  want  to  wish  them  well  as 
they  assume  new  responsibilities  and 
congratulate  the  UJA— Federation  of 
Jewish  Philanthropies  of  New  York, 
Inc.  for  its  wisdom  in  calling  Steve 
home.  Above  all,  however,  I  want  to 
pay  tribute  to  their  years  of  service  in 
the  Baltimore  community;  to  their 
steadfast  commitment  to  the  highest 
ideals  of  the  Jewish  community;  and 
to  the  standards  of  intelligence,  integ- 
rity, and  professionalism  which  distin- 
guish their  work.  It  is  surely  appropri- 
ate that  the  Associated  Jewish  Char- 
ities and  Welfare  Fund  of  Baltimore 
should  honor  Steve  and  Elsa  Solender 
for  their  years  of  service  in  Baltimore, 
and  I  want  to  add  my  expression  of 
gratitude  as  well. 


REPORT  ON  THE  CONTINUING 
RESOLUTION 

Mr.  HATFIELD.  Mr.  President,  I  am 
pleased  to  report  to  the  Senate  that 
the  Committee  on  Appropriations  met 
today  and  reported  a  simple,  straight- 
forward continuing  resolution  that 
markedly  improves  our  chances  of  se- 
curing Presidential  approval  and  ad- 
journing sine  die  within  a  reasonable 
time.  House  Joint  Resolution  738,  as 
reported  from  the  committee,  simply 
incorporates  by  reference  the  six  bills 
that  have  passed  the  Senate  and  the 
seven  that  have  been  reported  and  are 
on  the  calendar,  substituting  those 
funding  levels  for  the  ones  contained 
in  the  House  bills.  The  committee  has 
also  recommended  the  deletion  of  nu- 
merous extraneous  provisions  added 
by  the  other  body. 

We  have  all  heard  the  rumors  about 
dozens  of  amendments  to  be  offered 
here  in  the  Senate,  most  of  them  legis- 
lative in  nature  and  involving  compli- 


cated policy  issues.  The  Committee  on 
Appropriations  resisted  those  amend- 
ments today.  I  believe  we  must  contin- 
ue to  resist  them  when  we  begin  floor 
debate  next  Monday,  so  that  we  can 
have  some  chance  to  successfully  com- 
plete our  work. 

In  order  to  avoid  potential  delays  in 
consideration  of  the  continuing  resolu- 
tion on  Monday  due  to  some  possible 
objection  to  a  waiver  of  the  2-day  rule, 
and  at  the  request  of  the  leadership, 
the  committee  will  not  file  a  report  on 
this  measure  today.  However,  so  that 
Senators  will  have  a  description  of  the 
vehicle  reported  today,  I  ask  unani- 
mous consent  that  a  summary  report 
be  printed  in  the  Record  at  this  point. 

I  also  ask  that  a  table  comparing  our 
committee-reported  resolution  to  fiscal 
year  1986  levels  and  the  House-passed 
resolution  be  printed  in  the  Record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

H.J.  Res.  738— Continuing  Appropriations, 
1987 

The  Committee  on  Appropriations  has  re- 
ported all  13  regular  appropriations  bills  to 
provide  funding  for  the  fiscal  year  begin- 
ning on  October  1,  1986.  The  Senate  has 
considered  and  passed  six  of  these  bills:  the 
fiscal  year  1987  Military  Construction.  Leg- 
islative Branch,  Labor-HHS-Education,  Inte- 
rior. District  of  Columbia,  and  Transporta- 
tion appropriations  bills.  Conference  action 
has  been  completed  on  the  Legislative 
Branch  appropriations  bill.  The  remaining 
seven  regular  appropriations  bills  have  been 
reported  by  the  Committee.  These  include 
the  fiscal  year  1987  Treasury-Postal  Serv- 
ice. Commerce-Justice-State.  Agriculture, 
Energy-Water  Development.  Defense,  For- 
eign Assistance,  and  HUD-Independent 
Agencies  appropriations  bills.  The  House 
has  passed  all  regular  appropriations  bills 
for  fiscal  year  1987,  with  the  exception  of 
the  Defense  and  Foreign  Assistance  bills. 

The  continuing  resolution  provides  full- 
year  funding  through  September  30.  1987— 
for  all  13  regular  appropriations  bills.  Upon 
enactment  into  law  of  any  of  these  bills,  the 
relevant  provisions  of  this  continuing  reso- 
lution will  cease  to  apply,  and  the  regular 
bill  will  become  the  funding  device. 

The  most  recent  action  of  the  Senate  with 
respect  to  each  appropriations  bill  is  reflect- 
ed in  the  spending  levels  recommended  by 
the  Committee  in  this  resolution.  The  Com- 
mittee points  out  that  each  of  these  bills, 
either  as  reported  by  the  Committee  or 
passed  by  the  Senate,  is  within  its  section 
302(b)  allocation  pursuant  to  the  Budget 
Act,  as  amended,  under  the  concurrent  reso- 
lution on  the  budget  for  fiscal  year  1987  (S. 
Con.  Res.  120).  Likewise,  the  funding  levels 
recommended  by  the  Committee  in  this  con- 
tinuing resolution  are  consistent  with  those 
same  302(b)  subcommittee  allocations  under 
the  fiscal  year  1987  budget  resolution. 

LEVfXS  OF  rONDING  UNDER  THE  RESOLUTION 

Sections  101  (a)  through  (m)  set  forth  the 
levels  of  funding  recommended  for  each  of 
the  appropriations  bills  covered  by  this  con- 
tinuing resolution.  The  level  of  funding  rec- 
ommended for  each  bill  is  as  follows: 
AgricultUTe,  Rural  Development,  and 
Related  Agencies 
Section  101(a)  deletes  House  language  es- 
tablishing the  rate  for  operations  as  that 


provided  in  the  regular  fiscal  year  1987  ap- 
propriations bill  (H.R.  5177)  as  passed  by 
the  House,  and  instead  inserts  the  rate  for 
operations  provided  in  the  bill  (H.R.  5177) 
as  reported  to  the  Senate  on  September  11, 
1986.  The  Committee  includes  In  its  entire- 
ty, by  reference,  the  Senate  report  (S.  Rept. 
99-438)  accompanying  H.R.  5177. 

Commerce,  Justice,  and  State,  the  Judiciary, 
and  Related  Agencies 
Section  101(b)  deletes  House  language  es- 
tablishing the  rate  for  operations  as  that 
provided  in  the  regular  fiscal  year  1987  ap- 
propriations bill  (H.R.  5161)  as  passed  by 
the  House,  and  instead  inserts  the  rate  for 
operations  provided  in  the  bill  (H.R.  5161) 
as  reported  to  the  Senate  on  September  3, 
1986.  The  Committee  includes  in  its  entire- 
ty, by  reference,  the  Senate  report  (S.  Rept. 
99-425)  accompanying  H.R.  5161. 

Defense 
Section  101(c)  deletes  House  language  es- 
tablishing the  rate  for  operations  as  that 
provided  in  the  regular  fiscal  year  1987  ap- 
propriations bill  (H.R.  5438)  as  reported  to 
the  House,  and  instead  inserts  the  rate  for 
operations  provided  in  the  bill  (S.  2827)  as 
reported  to  the  Senate  on  September  17, 
1986.  The  Committee  includes  in  its  entire- 
ty, by  reference,  the  Senate  report  (S.  Rept. 
99-446)  accompanying  S.  2827. 

District  of  Columbia 
Section  101(d)  deletes  House  language  es- 
tablishing the  rate  for  operations  as  that 
provided  in  the  regular  fiscal  year  1987  ap- 
propriations bill  (H.R.  5175)  as  passed  by 
the  House,  and  instead  inserts  the  rate  for 
operations  provided  in  the  bill  (H.R.  5175) 
as  passed  by  the  Senate  on  September  16, 
1986.  The  Committee  includes  in  its  entire- 
ty, by  reference,  the  Senate  (S.  Rept.  99- 
"367)  accompanying  H.R.  5175. 

Energy  and  Water  Development 
Section  101(e)  deletes  House  language  es- 
tablishing the  rate  for  operations  as  that 
provided  in  the  regular  fiscal  year  1987  ap- 
propriations bill  (H.R.  5162)  as  passed  by 
the  House,  and  instead  inserts  the  rate  for 
operations  provided  in  the  bill  (H.R.  5162) 
as  reported  to  the  Senate  on  September  15, 
1986.  The  Committee  includes  in  its  entire- 
ty, by  reference,  the  Senate  report  (S.  Rept. 
99-441)  accompanying  H.R.  5162. 
Foreign  Assistance  and  Related  Programs 
Section  101(f)  deletes  House  language  es- 
tablishing the  rate  for  operations  as  that 
provided  in  the  regular  fiscal  year  1987  ap- 
propriations bill  (H.R.  5339)  as  reported  to 
the  House,  and  instead  inserts  the  rate  for 
operations  provided  in  the  bill  (S.  2824)  as 
reported  to  the  Senate  on  September  16, 
1986.  The  Committee  includes  in  its  entire- 
ty, by  reference,  the  Senate  report  (S.  Rept. 
99-443)  accompanying  S.  2824. 

Housing  and  Urban  Development- 
Independent  Agencies 
Section  101(g)  deletes  House  language  es- 
tablishing the  rate  for  operations  as  that 
provided  in  the  regular  fiscal  year  1987  ap- 
propriations bill  (H.R.  5313)  as  passed  by 
the  House,  and  instead  inserts  the  rate  for 
operations  provided  in  the  bill  (H.R.  5313) 
as  reported  to  the  Senate  on  September  25, 
1986.  The  Committee  includes  in  its  entire- 
ty, by  reference,  the  Senate  report  (S.  Rept. 
99-487)  accompanying  H.R.  5313. 

Interior  and  Related  Agencies 
Section  101(h)  deletes  House  language  es- 
tablishing the  rate  for  operations  as  that 
provided  in  the  regular  fiscal  year  1987  ap- 
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propriations bill  (H.R.  5234)  as  passed  by 
the  House,  and  instead  inserts  the  rate  for 
operations  provided  in  the  bill  (H.R.  5234) 
as  passed  by  the  Senate  on  September  16, 
1986.  The  Committee  includes  in  its  entire- 
ty, by  reference,  the  Senate  report  (S.  Rept. 
99-397)  accompanying  H.R.  5234. 

Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies 

Section  lOl(i)  deletes  House  language  es- 
tablishing the  rate  for  operations  as  that 
provided  in  the  regular  fiscal  year  1987  ap- 
propriations bill  (H.R.  5233)  as  passed  by 
the  House,  and  instead  inserts  the  rate  for 
operations  provided  in  the  bill  (H.R.  5233) 
as  passed  by  the  Senate  on  September  10. 
1986.  The  Committee  includes  in  its  entire- 
ty, by  reference,  the  Senate  report  (S.  Rept. 
99-408)  accompanying  H.R.  5233. 

Legislative  Branch 
Section  lOKj)  retains  House  language  es- 
tablishing the  rate  for  operations  as  that 
provided  in  the  conference  agreement  (H. 
Rept.  99-805)  on  the  regular  fiscal  year  1987 
appropriations  bill  (H.R.  5203)  filed  in  the 
House  on  August  15.  1986. 

Military  Construction 
Section  lOl(k)  deletes  House  language  es- 
tablishing the  rate  for  operations  as  that 
provided  in  the  regular  fiscal  year  1987  ap- 
propriations bill  (H.R.  5052)  as  passed  by 
the  House,  and  instead  inserts  the  rate  for 
operations  provided  in  the  bill  (H.R.  5052) 
as  passed  by  the  Senate  on  August  13.  1986. 
The  Committee  includes  in  its  entirety,  by 
reference,  the  Senate  report  (S.  Rept.  99- 
368)  accompanying  H.R.  5052. 


Transportation  and  Related  Agencies 
Section  lOl(i)  deletes  House  language  es- 
tablishing the  rate  for  operations  as  that 
provided  in  the  regular  fiscal  year  1987  ap- 
propriations bill  (H.R.  5205)  as  passed  by 
the  House,  and  Instead  inserts  the  rate  for 
operations  provided  in  the  bill  (H.R.  5205) 
as  passed  by  the  Senate  on  September  17. 
1986.  The  Committee  includes  in  its  entire- 
ty, by  reference,  the  Senate  report  (S.  Rept. 
99-423)  accompanying  H.R.  5205. 

Treasury,  Postal  SeiDice.  and  General 
Government 
Section  lOl(m)  deletes  House  language  es- 
tablishing the  rate  for  operations  as  that 
provided  in  the  regular  fiscal  year  1987  ap- 
propriations bill  (H.R.  5294)  as  passed  by 
the  House,  and  instead  inserts  the  rate  for 
operations  provided  in  the  bill  (H.R.  5294) 
as  reported  to  the  Senate  on  August  14, 
1986.  The  Committee  includes  in  its  entire- 
ty, by  reference,  the  Senate  report  (S.  Rept. 
99-406)  accompanying  H.R.  5294. 

Continuation  of  Ongoing  Programs 
Section  lOKn)  of  the  House  bill  provides 
funding  to  continue  various  ongoing  pro- 
grams not  included  in  the  regular  fiscal  year 
1987  appropriations  bills  due  to  lack  of  au- 
thorization. With  the  exception  of  the 
Office  of  Refugee  Resettlement,  the  Senate 
has  addressed  funding  for  these  programs 
and  activities  in  the  regular  fiscal  year  1987 
appropriations  bills  included  under  sections 
101  (a)  through  (m)  of  this  continuing  reso- 
lution. 

OFFICE  OF  REFUGEE  RESETTLEMENT 

The  Committee  is  distressed  that  inaction 
on  necessary  authorizing  legislation  has  left 


it  in  the  position  of  funding  the  Office  of 
Refugee  Resettlement  in  this  maimer  for 
the  past  4  fiscal  years.  The  Committee  rec- 
ommends continuation  of  the  following  on- 
going programs  of  the  Office  of  Refugee  Re- 
settlement at  current  fiscal  year  1986  levels: 
cash  and  medical  assistance.  State  adminis- 
tration, social  services,  voluntary  agency 
program,  education  assistance  for  children, 
preventive  health,  targeted  assistance,  and 
Federal  administration. 

The  Committee  continues  to  support  the 
voluntary  agency  matching  grant  program. 
In  view  of  the  success  of  the  matching  grant 
program,  it  is  the  intent  of  the  Committee 
that  the  size  of  the  caseload  participation  in 
the  program  not  be  reduced  and  that  the 
Federal  match  remain  at  its  existing  level  of 
a  $1,000  maximum  per  refugee  matched  on 
an  equal  basis  by  the  private  sector. 

OTHER  PROVISIONS  OF  THE  RESOLUTION 

The  Committee  recommends  the  deletion 
of  numerous  general  provisions  added  by 
the  House  to  this  continuing  resolution, 
many  of  which  are  legislative  in  nature.  In 
addition,  the  Committee  has  deleted,  with- 
out prejudice,  title  II  of  the- House  bill  pro- 
viding additional  appropriations  for  drug 
enforcement,  education,  and  control. 

The  committee  does  not  concur  with 
language  contained  in  House  Report 
99-831  to  accompany  House  Joint  Res- 
olution 730,  now  considered  to  be  the 
House  report  to  accompany  House 
Joint  Resolution  738,  which  is  not  al- 
ready agreed  to  in  the  Senate  reports 
accompanying  the  13  regular  fiscal 
year  1987  appropriations  bills. 


APPROPRIATIONS  BILLS  RECAPITULATION:  NEW  BUDGET  AUTHORITY 

IContming  appropriations  (HJ  Res  738)  (as  ot  5  pm  Septemtm  26.  1986)1 


Fiscal  year— 

1986  ad|us)ed 

1987  estimates 

1987  House 

1987  Senate 

1987  House 
1987  conterence    passed  continuing 
resolution 

1987  Senate 
reported 
continuing 
resolution 

Senate  csntmuing 
resolution  versus 
fiscal  year  1986 

Senate  antinuing 

resolution  wsus 

estimates 

Senate  cantmomg 
resdutnn  versus 
House  continuing 

resoiutioii 

Agriculture.  Rural  Oev  and  Rel  Agencies 
(Induding  section  32  permanent) 

.   28.066,637,000 
.  24,908,926,000 
,   12,244,572,747 

:'270,484.499.000 

530.027.000 

.   14,755.917.000 

.   14,535.881.215 

r'58,147.383.984 

.     8.210.987.000 

29.172.013,000 
15.958.615.000 

29.889,935.000 
16.808.806.000 
12.311.620.000 

30.927.657.000 
1 1.931320.000  : 

.   .  .     29889935  000 

30,927.657,000 
11.933.320^000 

277.071.397,000 
580.380.000 

14.523.255.000 
13.049.963.960 

2.861.020,00 

(24.908.926.000) 

(311.252.747) 

1.755.644.000 
(4.025.295!000) 

(25^10741,000) 

(1.346.888.000) 
(2.424.570,165) 

7.189.992.000 

1.424.706,000 

1.037.722.000 

Commodity  Credit  Cocporatioii _. 

ComlTlerc^  Justice-State-  ludiciary    

,.   16.808.806,000 

12.311.620.000 

_... 7.500.000 

,..       978.500.000 

(16.808,806.000) 
(378.300.000) 

(7,500,000) 
(978.S00.000) 

Oiug  supplemenlal 

302.282.138,000 

580.380,000 

15,870.143,000 

15,474.534.125 

46^488.047.000 

6,616.925,000 

265.151.616.000 

550.027.000 

15.548.000.000 

12.985.171.284 

54^006.168700 

8.190.296.000 

277.071.397.000 

580.380,000 
14.523.255,000 
13,049,963.960 

53.678.039;«Jd  ■ 

8.041.631.000  . 

_    265.151.616.000 

6.586.898.000 

50.353.000 

(232.662.000) 

(1.485.917,255) 

11,919.781.000 

District  ol  Columbia                       

550.027.000 

15  548.000.000 

3O.3S3.0OO 

Energy  and  water  developraeni   „ 

Foreign  assistance  and  related  programs 

Drug  supplemental 

HUD-lndependenl  Agencies 

(1.024,745,000) 

12.985.171.284 

38.000.000 

64,792,676 
(31,000,000) 

54.006.168.700 

8.190.296.000 

6  000  000 

53.678.039,800 
8.041,631,000 

112.527.597.000 
409.363.000 

(4,469.344,184) 
(169.356.000) 

(328,128.900) 

Intenor  [Including  advance  approprialim  lor  USGS 

fossil  Fuel  and  WF>S  transfer) 

(I48.6&S.000) 

General  provisions 

(6.000,000) 

Drug  supplemental 

105,952,647,000 
409,363.000 

_ 100,360,000 

(100,360.000) 

Labor,  Healtti  and  Human  Servic«  and  Education 
(Includes  advance  appropriations) 

104,079,746,000 
373  988000 

102,582.705.000 

112.S27.S97.000 

102  582  705.000 

6,574.950,000 

8.447,851.000 
35,375.000 

9.944.892.000 

9  737.896.000 

(9.328.533.000) 

Drug  supplemental 

631  650  000 

(631.650,000) 

legislative  (Includes  coovmsMiM  4  nMiiin) 

.     1.603.794.800 
.     8.081.465.000 
.   10.146,976.569 

.  13.041.300.000 

1,868.824.800 
10.137.200.000 
7.014.514,569 

12!864!595.000 

1,351.873.100 

7.955,801.000 
10.284.900  569 

1.694,811.214 
8.222,981.000 
10,197.746.569 

1.611.799.214      1.681.799.214 
7.955,801.000 

1.681.799.214 
8.222.981.000 
10.197.746.569 

13,293.227.800 

7«.004,414 

141.516.000 
50.770.000 

251,927.«0b 

(187,025,586) 
(1,914,219.000) 
3,183.232,000 

267!lin.d0O 

Transportation „ „ 

Ofu|  supplemenlal...- „ 

Treasuiy-hstal  Service _    

10  284  900  569 

(87.154.000) 

127.000.000 

(127.000.000) 

13.660.122.000 

13.293.227,«00 

13,660.122.000 

224.231.000 

(3i6.S94.200l 
(224.231.000) 

AcfOSS-Bie-hiaril  cut 

(1.562.866.000) 

1.562.866.000 

Total,  continuing  appropriations 

571.120.377.315 

568,781,663,494 

551.277.041.653 

555.742.007.343 

1.681.799.214  561.895.238,767 

556.138.358.343 

(14.982.018,972) 

(12.643.305,151) 

(5.756.880.424) 

Source  Senate  Commiflee  on  Appropriations 

CONCLUSION  OF  MORNING 
BUSINESS 

The  PRESIDING  OFFICER.  Morn- 
ing business  is  closed. 


ANTIDRUG  ABUSE  ACT  OF  1986 

Mr.  DOLE.  Mr.  President,  what  is 
the  pending  business? 

The  PRESIDING  OFFICER.  The 
clerk  will  report  the  pending  business. 


The  assistant  legislative  clerk  read 
as  follows: 

A  bill  (S.  2878)  to  strengthen  the  laws 
against  illegal  drugs,  and  for  other  pur- 
poses. 

The  Senate  resumed  consideration 
of  the  bill. 
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(The  text  of  the  bill  is  printed  in  the 
Record  of  yesterday  at  page  SI 3648.) 

Mr.  DOLE.  Mr.  President,  let  me  in- 
dicate to  my  colleagues  and  those  on 
the  floor,  we  did  last  night  introduce 
the  bill.  There  were  no  opening  state- 
ments. There  were  no  amendments. 
That  was  the  agreement  we  had.  Sena- 
tor Weicker  has  raised  a  constitution- 
al point  of  order.  He  will  make  the 
point  of  order,  but  has  agreed  to  with- 
hold that  until  1  p.m.  Whether  or  not 
there  will  be  a  rollcall  vote  I  guess  will 
depend  upon  what  may  transpire  in 
the  next  few  hours.  I  would  assume 
that  could  be  about  the  first  vote.  Ad- 
ditionally I  know  there  are  a  number 
of  Senators  on  each  side  who  want  to 
make  rather  comprehensive  state- 
ments. 

I  would  hope  that  what  we  could  do 
today  is  to  lay  the  groundwork.  I  have 
been  reading  editorials  saying  we  are 
rushing  a  judgment  on  the  drug  bill 
and  I  think  to  some  extent  they  are 
probably  correct.  We  ought  to  be  cer- 
tain we  are  going  in  the  right  direc- 
tion. 

There  has  been  a  bipartisan  effort  in 
the  Senate  to  be  very  careful  about 
what  we  were  introducing.  We  have  a 
number  of  controversial  areas  that  we 
decided  not  to  include  in  the  bill.  It 
may  be  that  over  today  and  tomorrow 
we  can  work  out  some  of  these  very 
sticky  points  and  we  can  avoid  a  big 
clash,  focusing  our  attention  on  what 
we  believe  should  be  done  in  the  areas 
that  we  can  accomplish.  That  makes  a 
lot  of  sense  and  at  the  same  time 
keeps  our  priorities  where  they 
belong. 

I  am  encouraged  by  the  start  we 
have  had.  It  has  been  bipartisan.  We 
have  accommodated  requests  from 
each  side.  We  have  left  things  out  at 
the  request  of  Republicans:  we  have 
left  things  out  at  the  request  of  the 
Democrats.  We  have  included  things 
at  the  request  of  Republicans:  we  have 
included  things  at  the  request  of 
Democrats.  I  believe  there  is  a  spirit 
around  here  that  will  permit  us  to 
hammer  out  a  pretty  good  bill  in  the 
next  couple  of  days.  I  commend  not 
only  our  colleagues  on  each  side  but 
memt>ers  of  our  staffs.  The  staffs  have 
really  been  doing  nitty-gritty  work  for 
the  past  several  days. 

I  believe  we  have  a  package  before 
us  that  is  probably  not  perfect.  We 
will  have  a  section-by-section  analysis 
of  that  package  available  for  each 
Member  some  time  early  this  morning. 
We  thought  we  had  it  last  night  but 
we  discovered  some  errors.  That  will 
be  passed  out  to  each  Member.  It  will 
be  an  overview  of  what  the  250  pages 
contain. 

There  is  on  each  Member's  desk  a 
xerox  copy  of  the  bill  itself.  Members 
will  have  the  precise  language.  It  is 
about  250  pages. 

I  hope  we  can  have  some  very  good 
discussions  this  morning.  I  appreciate 


the  Senator  from  Connecticut  being 
willing  to  hold  his  point  of  order  until 
later. 

Mr.  BIDEN.  Will  the  Senator  yield? 

Mr.  DOLE.  I  yield. 

Mr.  BIDEN.  I  would  like  to  compli- 
ment the  majority  leader.  This  is  obvi- 
ously a  very  controversial  area.  Quite 
frankly.  I  think  our  Republican  and 
Democratic  friends  on  the  House  side 
were  a  little  overzealous.  in  this  Sena- 
tor's opinion,  in  terms  of  the  bill  they 
passed. 

The  Republicans  and  the  Democrats 
on  the  Senate  side  have  put  in  a  pack- 
age. In  the  case  of  the  majority  leader, 
as  usual,  he  wants  to  get  something 
done.  We  have  worked  very  hard,  the 
staffs  of  Senator  Chiles,  Senator 
Byrd,  and  myself,  on  this  side  and 
many  of  the  colleagues  of  the  Senator 
from  Kansas  on  the  other  side.  I  think 
the  package  we  brought  forward  is  a 
basic  package  which  a  vast  majority  of 
our  colleagues  can  agree  with,  which 
addresses  specifically  "the  drug  prob- 
lem." 

There  will  be,  as  the  leader  indicat- 
ed, some  controversial  amendments  on 
both  sides.  I  realize  my  drug  czar 
amendment  will  be  controversial,  and 
we  all  realize  that  the  death  penalty 
proposal  is  controversial. 

As  is  usual  in  the  way  this  body 
works  and  as  the  majority  leader  has 
directed  it  in  the  past,  we  will  work 
out  an  acconunodation  so  that  we  do 
in  fact  do  leave,  whenever  we  adjourn, 
hopefully  October  3,  with  a  sound 
antidrug  bill  intact  that  speaks  to  the 
issue  of  drugs  in  this  country. 

I  guess  the  main  thing  I  want  to  say 
is  that  I  want  to  sincerely  congratu- 
late and  thank  the  majority  leader  for 
what  is  obviously  a  sincere  effort  to 
reach  a  bipartisan  consensus  on  deal- 
ing with  a  genuine  problem.  Hopefully 
his  stewardship  will  be  able  to  lead  us 
through  what  will  obviously  be  some 
bumpy  waters  in  the  next  couple  of 
days.  I  wish  him  luck.  As  they  say 
where  I  come  from  "I  will  be  glad  to 
hold  your  coat.  Boss." 

Mr.  DOLE.  I  thank  the  Senator 
from  Delaware.  We  appreciate  his  ef- 
forts. 

We  are  really  starting  to  debate 
something  today  which  is  very  impor- 
tant. A  lot  of  things  we  do  in  this 
Senate  are  rather  obscure.  We  talk 
about  billions  of  dollars  and  a  lot  of 
things  which  are  very  important  to 
the  American  family,  but  we  are  talk- 
ing about  something  today  that  the 
American  family  understands.  It  is  se- 
rious business. 

I  would  guess  that  people  who  may 
be  listening  or  watching  television, 
wherever  they  may  be,  in  Kansas, 
Florida,  Delaware,  New  York,  or  Cali- 
fornia, know  of  someone,  or  maybe 
sadder  yet  someone  in  their  family, 
who  has  had  a  drug  or  alcohol  prob- 
lem. So  this  is  serious  business. 


We  are  setting  about  it  in  a  very  seri- 
ous way. 

I  have  never  felt  the  American 
people  cared  much  whether  Demo- 
crats or  Republicans  dealt  with  this 
problem.  They  wanted  Congress  to 
deal  with  the  problem,  their  State  leg- 
islatures, their  city  officials,  their  fam- 
ilies, their  churches,  their  synagogues, 
the  local  service  clubs,  the  private 
sector.  If  we  are  going  to  wage  an  all- 
out  war  in  this  country  against  the 
problem,  it  is  going  to  take  the  coop- 
eration of  everyone. 

This  is  not  a  partisan  effort.  We 
have  had  outstanding  leadership  in 
this  effort  on  both  sides.  On  our  side  I 
am  proud  to  say  it  has  been  the  relent- 
less work  of  the  distinguished  Senator 
from  Florida,  Senator  Hawkins,  who 
every  day  has  been  pounding  away  on 
the  drug  issue,  pounding  away,  as  the 
Senator  from  Wisconsin  did  for  30- 
some  years  on  the  genocide  conven- 
tion. Now  we  are  getting  down  to 
action. 

If  we  just  keep  going  in  this  biparti- 
san way  and  work  out  some  of  these 
knotty  problems,  we  can  pass  a  bill  by 
midnight  tomorrow  night. 

Mr.  THURMOND.  Will  the  distin- 
guished Senator  yield? 

Mr.  DOLE.  I  yield  the  floor. 

Mr.  THURMOND.  Mr.  President.  I 
support  the  mandate  of  the  able  ma- 
jority leader  and  the  Democratic 
leader.  Senator  Byrd,  for  working  to- 
gether on  this  vital  problem.  I  do  not 
know  of  any  problem  of  more  concern 
to  the  people  in  the  United  States 
today  than  controlling  drugs.  It  is  de- 
stroying the  lives  of  many  people. 
There  are  too  many  drugs  in  the 
schools  today;  there  are  too  many 
drugs  on  the  streets  today:  there  are 
too  many  drugs  everywhere. 

We  ought  to  take  charge  of  this 
thing  and  pass  a  bill  in  this  session  if 
at  all  possible. 

Again,  I  commend  both  sides  for 
their  working  together  to  accomplish  a 
drug  bill. 

Several  Senators  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Connecticut. 

Mr.  CHILES.  Would  the  Senator 
yield  me  just  a  couple  of  minutes? 

Mr.  WEICKER.  I  will  be  glad  to 
yield. 

Mr.  CHILES.  It  is  just  to  make  a 
brief  opening  statement  on  this  sub- 
ject, if  I  may. 

Mr.  WEICKER.  I  yield. 

Mr.  CHILES.  I  thought  the  Senator 
from  Connecticut  would  be  quite 
lengthy. 

Mr.  WEICKER.  I  will  be  rather 
brief. 

Mr.  CHILES.  I  will  wait  until  the 
Senator  completes  his  remarks. 

Mr.  WEICKER.  Mr.  President,  last 
night  I  raised  a  point  of  order,  a  con- 
stitutional point  of  order,  on  this  bill. 


I  want  to  r 
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I  want  to  reiterate  exactly  what  is  at 
issue. 

During  the  course  of  debate,  depend- 
ing on  what  amendments  are  offered, 
there  may  be  subsequent  constitution- 
al points  of  order  raised.  I  suspect  that 
might  happen  if  the  exclusionary  rule 
or  if  the  death  penalty  come  up. 

These  matters  are  considerably  more 
subjective  than  the  point  of  order 
which  I  raised  last  night. 

I  do  not  think  there  can  be  any 
debate  on  the  constitutional  point  of 
order  I  have  raised. 

The  point  of  order  that  I  raised  re- 
lates to  article  I,  section  7  of  the  Con- 
stitution of  the  United  States.  That 
says: 

All  bills  for  raising  revenue  shall  originate 
in  the  House  of  Representatives. 

This  bill,  specifically  title  V,  states: 
Antidrug  trUst  fund.  Subchapter  A  of 
chapter  61  of  the  Internal  Revenue  Code  of 
1954  (relating  to  returns  and  records)  is 
amended  by  adding  at  the  end  thereof  the 
following  new  part:  Designation  of  Tax 
Overpayments  and  Contributions  to  an 
Antidrug  Trust  fund. 

That  is  revenue  raising.  There  can 
be  absolutely  no  dispute  at  all  as  to 
the  fact  that  my  point  of  order  is 
valid. 

D  1020 

It  is  not  a  matter  of  interpretation. 
The  Constitution  is  clear  on  the  point 
and  a  revenue-raising  provision  is  in- 
cluded in  this— and  I  underline  it  be- 
cause it  is  important— this  Senate  bill. 
We  do  not  have  a  House  bill  before  us. 
If  we  did,  my  point  of  order  would  not 
lie. 

Mr.  President,  this  is  a  minor  point, 
but  I  think  it  is  terribly  important  to 
raise  at  the  outset  that  whatever  the 
Senate  does  do— and  I  think  we  should 
do  something  with  respect  to  the  drug 
crisis— It  must  be  constitutional.  I 
hope  that,  at  least  on  this  point,  my 
colleagues  join  me  overwhelmingly  to 
state  that  indeed,  until  this  is  recti- 
fied, the  point  of  order  should  stand. 
There  are  several  ways  that  can  be 
rectified:  Delete  the  section  of  the  bill; 
bring  over  a  House  bill  and  amend  it; 
or  use  a  House  bill  on  the  calendar 
and  amend  it  with  our  own  language. 
All  of  that  will  then  make  it  constitu- 
tional as  it  relates  to  the  point  of 
order  I  have  raised. 

Two  hundred  and  fifty  pages  is  quite 
a  bit  of  material  to  assimilate.  I  think 
we  should  do  it  and  I  think  we  should 
have  a  drug  bill.  But  there  are  two 
things  that  should  not  happen.  What 
we  pass  should  not  be  blatantly  uncon- 
stitutional. We  can  always  slip  around 
here  unknowingly;  nobody  expects  us 
to  be  perfect.  But  on  a  point  as  clear 
as  the  one  I  have  raised,  if  we  roll  over 
that,  it  makes  the  entire  bill  suspect 
constitutionally. 

So,  on  that  point,  I  hope  it  would  be 
rectified,  even  prior  to  any  vote  at  1 
o'clock. 


I  am  not  seeking  in  any  way  to  pro- 
long debate,  or  block  consideration  of 
the  bill.  Indeed.  I  will  have  my  own 
suggestions  as  to  how  to  make  it  a 
better  bill  as  we  move  along.  But  the 
point  I  make  is  clear.  Article  I— I 
repeat  this  for  the  purpose  of  those 
listening  in  on  the  debate  in  various 
offices.  Article  I,  section  7  of  the  Con- 
stitution requires  that  all  bills  for  rais- 
ing revenues  should  originate  in  the 
House.  Juxtaposed  against  it  is  title  V 
of  the  bill  before  us  which  creates  an 
antidrug  fund  by  amending  subchap- 
ter A  of  chapter  61  of  the  Internal 
Revenue  Code  of  1954. 

I  shall  yield  in  a  moment  to  my  good 
friend  from  Florida  after  I  say  the 
matter  of  what  we  spend  on  drugs  and 
where  we  get  the  money  to  do  it.  I 
hope  that  I  shall  not  have  to  talk  any 
more  as  to  constitutional  issues  relat- 
ing to  this  bill.  But  I  expect  to  dog  the 
money  matters  throughout  the  dabate 
on  this  measure. 

The  drug  problem  in  this  country  is 
severe. 

As  the  chairman  of  the  Appropria- 
tions Committee  that  handles  drug 
education  and  treatment  funding,  I  am 
grateful  that  we  have  finally  riveted 
the  Nation's  attention  on  the  problem. 
But  because  the  addiction  problem 
splits  down  85  percent  alcohol,  25  per- 
cent smoking,  4  percent  drugs,  the 
only  way  I  know  to  like  this  problem  is 
to  allocate  more  resources  to  science— 
specifically  NIH— ADAMHA,  the  Na- 
tional Institutes  of  Mental  Health, 
and  to  appropriate  more  money  to  the 
Department  of  Education  in  terms  of 
drug  education  efforts. 

Despite  all  the  euphoria  I  heard  on 
the  television  set,  the  assurance  of  no 
new  taxes  and  talk  about  doing  every- 
thing we  have  to  do  in  this  Nation  on 
exactly  what  we  have,  I  can  assure 
you,  Mr.  President,  if  we  are  going  to 
mount  a  serious  effort  on  addiction- 
alcohol,  drugs,  smoking— a  serious 
effort  as  it  relates  to  mental  health, 
schizophrenia,  et  cetera,  we  need  new 
money.  We  carmot  redirect  it  and  we 
cannot  leave  it  up  in  the  air,  hoping 
that  somebody  will  come  along  with  a 
painless  idea  as  to  how  we  are  going  to 
resolve  all  these  problems. 

The  last  point,  as  I  say,  is  what  I 
intend  to  emphasize  at  a  later  date. 
The  constitutional  point  I  think 
stands  rather  clearly  on  its  own  two 
feet.  I  expect  we  will  have  the  first 
vote  at  around  1  o'clock  this  after- 
noon. I  know  everybody  is  going  to 
feel  pressured  to  pass  a  drug  package, 
but  at  least  where  the  issue  is  so  clear- 
cut,  let  us  not  override  the  Constitu- 
tion of  the  United  States.  However 
pressing  our  needs,  however  pressing 
the  problems,  the  one  thing  that  has 
withstood  the  problems  and  the  parti- 
sanship and  the  philosophy  is  this  doc- 
ument. This  is  not  the  time  to  aban- 
don it. 


The  PRESIDING  OFFICER.  The 
Senator  from  Florida. 

Mr.  CHILES.  Mr.  President,  I  think 
this  is  a  very  important  day  that  we 
are  starting  here.  I  am  delighted  to  see 
that  we  take  up  today  a  bipartisan  bill. 
While  I  shall  have  a  more  lengthy 
opening  statement  to  make  in  a  little 
while,  I  do  compliment  the  majority 
leader,  the  minority  leader,  and  the 
people  on  both  sides  of  the  aisle  who 
have  worked  on  this  and  the  staffs 
who  have  worked  a  long  time  to  put 
together  this  bill. 

I  know  there  are  a  number  of 
amendments  that  Members  have.  I 
have  some  myself  that  I  think  are  tre- 
mendously important  and  I  am  disap- 
pointed that  they  are  not  in  this  bill.  I 
feel  they  should  be.  But  having  said 
that,  I  think  if  you  will  look  at  this 
bill,  you  will  see  that  if  we  could  pass 
this  bill  and  if  it  could  become  law,  we 
will  have  taken  a  major,  major  step  in 
combating  the  tremendous  epidemic 
that  we  now  find  ourselves  facing  in 
regard  to  drugs. 

This  bill  deals  basically  with  the 
gamut  of  the  problems  that  most  of  us 
have  been  so  terribly  concerned  with. 
We  have  interdiction,  tremendous  en- 
hancement for  interdiction.  We  are  at- 
tempting to  touch  the  problem  of 
eradication  in  the  bill.  We  have  en- 
hanced the  penalties  for  drugs,  but  es- 
pecially for  crack  cocaine.  But  in  the 
drug  area,  we  have  enhancement. 

We  are  offering  assistance  to  State 
and  local  law  enforcement  persormel 
who  have  found  themselves  over- 
whelmed, unable  to  cope. 

We  are  also  addressing  the  need  for 
additional  prison  space  where  we  know 
we  now  have  a  situation  where  they  go 
in  one  door— if  you  put  someone  in  a 
jail,  you  have  to  let  someone  out  the 
back  door  because  we  have  this  terri- 
ble, terrible  overcrowding. 

For  the  first  time,  we  are  making 
some  major  effort  in  addressing  educa- 
tion and  recognizing  the  tremendous 
need  that  we  have  of  trying  to  inform 
young  people  of  the  dangers  of  trying 
to  experiment  or  participate  at  all 
with  drugs,  and  rehabilitation  to  start 
dealing  with  some  of  the  carnage  and 
the  victims  that  we  have  out  there. 

I  hope  that,  as  we  go  through  this 
debate.  Members  of  the  Senate  will 
focus  on  what  is  good  in  this  package 
because  I  think  what  is  good  is  very, 
very  major.  I  hope  that  we  will  not, 
because  we  all  have  something  that  we 
would  like  to  add  to  the  package,  allow 
this  opportunity  to  slip  by  us  and  miss 
putting  together  this  major  package. 

We  will  still  have  to  go  to  conference 
with  the  House.  That  is  not  going  to 
be  an  easy  conference.  But  recognizing 
that  time  is  short,  I  hope  we  will  not 
let  this  opportunity  escape  us,  with 
the  tremendously  good  points  that  are 
in  this  package,  points  which  all  of  us 
can  share  in  the  credit,  if  there  is  any 
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credit,  and  the  feeling  that  we  have 
taken  a  major  step  toward  addressing 
this  problem.  I  hope  as  we  go  through 
the  debate  we  can  get  all  Senators  to 
focus  on  what  is  in  this  package  and 
that  this  is  a  major  step  forward  in  at- 
tempting to  deal  with  this  problem. 

Mrs.  HAWKINS  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida. 

Mrs.  HAWKINS.  Mr.  President,  this 
is  no  sudden  move,  bipartisan  move  on 
behalf  of  this  body.  In  December  1981, 
the  Senate  Drug  Enforcement  Caucus 
was  formed  by  Senator  DeConcini  and 
myself,  which  is  a  bipartisan  caucus  to 
address  the  threat  of  illegal  narcotics. 

The  public  has  always  known  that 
no  threat  strikes  America  more  fre- 
quently nor  savagely  than  that  of  ille- 
gal drugs.  For  too  long  we  have  been 
outmanned,  outspent,  and  outgunned 
by  drug  traffickers.  The  tragic  impact 
has  been  felt  in  the  field  of  education, 
impaired  national  defense,  lowered 
productivity,  violent  crime,  addiction, 
and  death. 

Mr.  President,  today  we  have  before 
us  the  chance  of  a  lifetime,  to  finally 
take  some  tough  action,  working  to- 
gether, against  that  elusive  and  deadly 
enemy  of  our  society,  illegal  drugs.  Be- 
cause of  the  urgency  and  the  speed 
with  which  the  Congress  has  consid- 
ered this  antidrug  package,  many  of 
the  proposals,  long  in  popular  demand, 
such  as  the  death  penalty,  full  use  of 
our  military  resources,  drug  testing,  a 
commonsense  approach  to  the  exclu- 
sionary rule,  and  others  will  finally 
make  the  light  of  day  in  some  form  or 
another.  In  ordinary  times  real  drug 
control  measures  were  effectively  bot- 
tled up  and  kept  away  from  a  floor 
vote  by  special  interest  folks  who  were 
long  able  to  thwart  the  popular  will. 
Now  we  are  about  to  have  a  little  hon- 
esty and  light  of  day  injected  into  the 
process.  We  will  be  able  to  see  how  de- 
mocracy in  its  purest  form  as  opposed 
to  committee  and  subcommittee 
wheeling  and  dealing  works  against 
our  drug  problem. 

The  people  are  watching  our  record 
votes  on  each  key  issue  on  this  bill 
today,  and  tomorrow,  as  long  at  it 
takes,  and  well  they  might  watch.  It  is 
our  people  who  know  best  what  illegal 
drug  use  has  done  and  is  doing  to  our 
children,  our  schools,  our  streets,  our 
workplaces,  our  military  forces,  our 
sports  programs— yes,  our  very  civiliza- 
tion. 

The  people  are  the  ones  who  still 
put  flowers  on  the  graves  and  weep  at 
the  fading  photographs  of  what  we 
call  drug  mortality  statistics.  Parents 
remember  bitterly  what  happened  to 
their  bright  and  innocent  children 
before  the  pied  pipers  of  the  drug  cul- 
ture lured  them  away  into  a  hostile 
and  totally  self-destructing  life.  The 
statistics  of  deaths  from  drug  use  are 
chilling,  and  the  families  of  America 


do  not  feel  that  we  are  rushing  into 
any  action  to  help  them.  The  people 
of  America  wonder  where  we  have 
been  all  these  years,  why  we  have  not 
acted,  why  they  are  blamed  for  the 
problems,  and  why  we  debate  for 
months  a  budget,  months  a  tax  bill, 
and  can  bring  them  as  families,  the 
smallest  unit  of  civilization  and  gov- 
ernment, no  assistance  when  it  comes 
to  life  and  death  and  survival.  Drugs 
pose  a  clear  and  present  danger  to 
America's  national  security.  If  for  no 
other  reason  we  should  be  addressing 
this  on  an  emergency  bais. 

I  know  this  firsthand.  I  have  flown 
to  Guantanamo  Bay,  Cuba,  with  the 
Commandant  of  the  Coast  Guard  to 
inspect  seized  drug  ships.  What  ap- 
peared to  be  beat-up  old,  crummy 
boats  were  actually  sophisticated  drug 
warships.  They  were  equipped  with 
satellite  navigation  systems,  state  of 
the  art  combat  communications  gear, 
frequency-hopping  radios,  and  naviga- 
tion charts  which  indicated  that 
Cuban  waters  are  safe  for  sanctuary. 
Traffickers  buy  and  use  military  hard- 
ware that  law  enforcement  officials  in 
this  country  can  only  dream  about. 
Drugs  are  a  military  threat  which  re- 
quire a  military  response.  I  intend  to 
work  with  my  colleagues  who  feel  that 
way,  to  assure  that  drug  traffickers 
get  the  military  welcome  they  deserve. 

It  is  about  time  we  did  something  se- 
rious about  the  drug  problem  for  our 
people— people  who  lost  their  jobs  be- 
cuase  the  rain  on  labor  productivity 
from  drug  use  and  the  added  overhead 
costs  made  their  companies  noncom- 
petitive; those  who  have  not  lost  their 
jobs  and  must  pay  exorbitant  taxes 
and  health  insurance  premiums  for 
benefits  eaten  up  largely  by  drug  abus- 
ers and  alcohol  abusers.  It  is  about 
time  we  did  something  for  the  people 
who  must  lock  their  windows  and  their 
doors,  afraid  of  the  streets,  because  of 
robbery  and  the  violence  spawned  by 
drug  use. 

Over  50  percent  of  all  criminals  ar- 
rested in  Washington,  DC,  last  year 
tested  positive  for  recent  heroin  use, 
LSD  or  PCP  use,  and  in  Washington, 
DC,  they  do  not  even  test  for  marijua- 
na use.  A  NIDA  study— that  is  the  Na- 
tional Institute  of  Drug  Abuse— by  Dr. 
John  Ball  of  Temple, University  and 
Dr.  David  Nurco  of  Maryland  Universi- 
ty concluded  that  237  heroin  addicts  in 
Baltimore  committed  over  500,000 
crimes  during  an  II  year  period. 

Drug  addiction  turns  people  into 
walking  crime  machines.  It  is  about 
time  we  did  something  for  the  parents 
who  hope  and  pray  that  their  little 
children  will  be  able  to  resist  the  pow- 
erful lure  of  illegal  drugs  during  their 
vulnerable  adolescent  period.  Why 
should  we  tolerate  26  percent  of  our 
high  school  seniors  using  marijuana 
monthly,  as  our  schools  continue  to 
deteriorate  in  quality?  It  is  about  time 
we  did  something  for  whole  communi- 


ties threatened  by  the  corruption  that 
drug  trafficking  can  bring  to  local  gov- 
ernment, to  the  courts,  and  in  Latin 
America  to  the  entire  National  Gov- 
ernment. We  have  heard  estimates 
that  drug  trafficking  generates  an  ille- 
gal income  as  high  as  $110  billion. 
How  can  we  continue  to  let  this  cancer 
go  unchecked?  Already  we  are  hearing 
the  voices  of  permissiveness  which 
have  thwarted  action  against  drugs  in 
the  past.  They  are  all  coming  out  of 
the  woodwork  again.  We  hear  them 
singing  their  same  old  tired  tune  about 
civil  liberties,  about  the  hopelessness 
of  really  stopping  the  drug  traffic, 
about  spending  too  much  money, 
about  hurting  our  foreign  policy  inter- 
ests, or  our  defense  posture.  We  have 
heard  it  all  before  and  now  we  should 
recognize  it  for  what  it  is— excuses,  ex- 
cuses to  do  nothing. 

Where  there  is  a  will  there  is  a  way 
to  stop  the  ravages  of  illegal  drugs.  Do 
not  let  anyone  convince  you  otherwise. 
There  is  a  will  in  the  Senate  today. 
There  is  a  way.  Where  there  is  no  will, 
there  are  many  excuses.  I  know  the 
people  are  going  to  be  listening  hard 
for  the  excuses  today  and  will  be  re- 
membering from  whom  they  came. 

I  urge  my  colleagues  to  pay  close  at- 
tention. This  is  a  bill  which  has  far- 
reaching  impact  on  the  future  of  civili- 
zation as  we  know  it  as  Americans  and 
as  we  mature  into  the  next  century.  I 
thank  the  Chair. 

Mr.  BIDEN.  Mr.  President.  I  think  it 
is  appropriate  that  I  be  addressing  my 
comments  to  the  Chair  when  it  is 
being  occupied  by  a  man  who  has 
worked  a  great  deal  on  this  subject, 
my  friend  from  the  State  of  New  Xork 
[Mr.  D'AmatgI.  I  say  to  the  Chair  and 
to  my  colleagues  who  may  be  listening 
and  anyone  else  who  may  pay  atten- 
tion, I  share  the  sentiments  expressed 
by  the  Senator  from  Florida,  but  as 
the  Presiding  Officer  and  all  of  my 
colleagues  and  the  Senator  from  Flori- 
da know,  the  tendency  of  this  body 
when  we  have  a  serious  problem  is  in 
fact  not  to  focus  on  the  graves  of  the 
deceased,  the  grave  sites  of  grieving 
parents  looking  at  what  happened  to 
their  children  and  their  families  but  to 
engage  in  political  opportunism.  This 
is  usually  the  tendency  of  politics. 
Democrats  and  Republicans,  and  I 
hope  we  are  not  going  to  let  that 
happen  today.  I  hope  we  focus  on 
what  we  can  do  and  not  engage  in  the 
hyperbole  that  so  often  rattles  around 
this  Chamber. 

O  1040 

We  have  declared  a  number  of  times 
war  on  drugs.  We  have  declared  wars 
on  crime.  We  stand  up  here  and  we 
give  to  the  American  people  the 
notion  that  if  we  just  pass  the  death 
penalty,  everything  will  change  in 
America.  If  we  only  had  an  exclusion- 
ary rule  change,  there  would  be  no 
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drug  problem.  If  we  were  only  willing 
to  get  tough  and  hang  these  people, 
we  would  do  all  these  things. 

We  stand  and  beat  our  breasts  and 
we  wonder  why  the  American  people 
have  become  skeptical  of  us.  The  press 
look  down  at  us  and  say,  "Wait  a 
minute.  There  they  go  again,  another 
war  on  drugs."  I  wish  the  cameras 
could  look  at  the  press.  They  are  smil- 
ing. They  know  what  I  say  is  true. 

The  vehicle  that  is  now  before  us 
will  be  the  perfect  vehicle  for  dema- 
goguery.  This  is  tailor-made  for  dema- 
goguery.  So  I  hope  that,  first  of  all, 
those  who  speak  to  the  issue— and 
many  are  knowledgeable,  like  the  Sen- 
ator from  New  York— come  and  speak 
to  the  issue  in  ways  that  reflect  the 
depth  of  the  problem.  The  depth  of 
the  problem,  in  fact,  is  immense.  We 
do  have  an  epidemic  in  this  country 
with  regard  to  all  kinds  of  controlled 
substances. 

I  suggest  that  we  reflect,  as  we 
debate,  this  same  intellectual  depth 
ourselves  with  regard  to  what  we  can 
do  about  the  problem. 

For  example,  we  can  pass  the  most 
stringent  laws  in  the  world.  Unless 
somehow  we  impact  upon  the  desire 
on  the  part  of  the  American  people  to 
consume  drugs,  we  are  not  going  to 
make  a  great  deal  of  progress.  We  can, 
in  fact,  pass  the  most  stringent  laws  in 
the  world  with  regard  to  prosecution 
and  punishment.  But  unless  we  impact 
upon  the  foreign  policy  of  this  country 
so  that  we  change  this  country's  atti- 
tude about  its  conduct  of  foreign 
policy  in  putting  drugs  at  the  top  of 
the  list  in  terms  of  international 
agreements,  international  concern,  we 
are  not  going  to  have  much  of  an 
impact.  We,  as  a  country,  must  face  up 
to  what  we  have  been  unwilling  to  face 
up  to,  the  need  to  spend  money  to  re- 
habilitate and  treat  the  victims— not 
only  the  physical  victims  who  have 
been  mugged  and  shot  and  beaten, 
who  are  so  often  forgotten,  mugged 
and  shot  and  beaten  by  drug  addicts  in 
order  to  get  money  to  sustain  their 
habits,  but  also  those  who  have  inflict- 
ed the  wounds  upon  themselves.  For, 
if  we  continue  to  have  a  society  which 
has  not  addressed  its  attention  to  deal- 
ing with  how  we  cure  these  people,  we 
are  going  to  be  left,  even  if  we  do  ev- 
erything properly  from  this  moment 
forward,  even  if  we  go  out  there,  pass 
legislation  today,  that  from  this 
moment  on  there  will  be  no  new  drug 
addict  added  to  the  rolls  with  no  new 
consumer,  we  will  be  left  with  millions 
and  millions  of  people  in  this  country 
at  this  point  still  addicted. 

So  I  say  to  my  colleagues  that  the 
bill  we  bring  before  the  Senate  reflects 
a  compromise— not  a  compromise  of 
our  willingness  to  deal  with  the  issue, 
but  a  compromise,  in  my  view,  on  the 
political  necessities  that  various  Mem- 
bers in  this  body  feel  require  them  to 
propose  specific  amendments,  many  of 


which,  in  my  humble  opinion,  have 
little  or  no  impact  upon  whether  or 
not  our  children  are  going  to  continue 
to  smoke  marijuana,  whether  or  not 
our  children' are  going  to  continue  to 
be  exposed  to  that  horrible  new  con- 
coction called  crack,  whether  our  chil- 
dren are  going  to  continue  to  be  deliv- 
ered to  grave  sites  with  mourning  par- 
ents standing  over  their  graves. 

The  bill  before  the  Senate  today, 
and  as  introduced,  provides  many 
needed  revisions  and,  most  important, 
resources  in  our  effort  to  reduce  drug 
abuse  in  America. 

Please  note:  I  do  not  refer  to  this 
effort  and  this  initiative  as  a  war  on 
drugs.  The  American  people,  I  believe, 
have  grown  very  weary  of  the  political 
rhetoric  and  grandiose  statements 
about  wars  that  they  realize  we  in 
Congress  cannot  win.  The  American 
people  want  us  to  respond  to  a  clear 
national  cry  for  help  and  not  with 
hollow  promises. . 

I  note  parenthetically  that  I  think 
one  of  the  reasons  we  have  gotten  our- 
selves into  this  spot,  one  of  the  rea- 
sons why  people  have  lost  confidence 
in  this  institution  and  other  institu- 
tions on  this  issue,  is  that  they  have 
heard  us  before,  many  times,  tell  how 
we  are  going  to  do  all  these  things. 

To  politicize  or  divert  the  direction 
of  this  legislation  by  extraneous  pro- 
posals can  only  lead  to  skepticism  and 
I  think  eventually  to  failure  by  the 
Members  of  this  body. 

It  is  in  the  hope  of  producing  a 
useful  and  sorely  needed  initiative 
that  I  join  with  the  leadership  of  the 
U.S.  Senate  in  introducing  this  bill.  I 
think  it  provides  many  needed  im- 
provements in  our  effort  to  reduce 
drug  abuse  in  America.  I  enthusiasti- 
cally support  the  efforts  of  the  majori- 
ty and  minority  leaders,  who  have 
dedicated  a  great  deal  of  their  time  to 
the  fashioning  of  this  bipartisan  bill 
that  could  come  to  the  floor  before 
the  end  of  this  session. 

I  also  compliment  Senator  Chiles, 
with  whom  I  serve  as  coauthor  of  the 
Democratic  working  group  on  narcot- 
ics which  undertook  the  task  force 
this  summer,  on  the  Democratic  side, 
to  craft  an  all-encompassing  response 
to  this  narcotics  problem. 

I  say  to  my  colleague  from  Florida 
and  my  colleague  from  New  York  and 
my  colleague  from  Washington,  Sena- 
tor Evans,  and  others  who  have 
worked  hard  on  various  or  all  aspects 
of  this  drug  problem,  that  I  am  sin- 
cerely hopeful  that  reason  will  reign 
in  this  Chamber  the  next  3  or  4  days.  I 
am  sincerely  hopeful  that  we  will,  in 
fact,  check  our  political  six-guns  at  the 
door  and  deal  with  the  genuine  issues 
that  face  us. 

With  the  help  of  all  the  members  of 
the  working  group  on  the  Democratic 
side  and  many  of  the  members  on  the 
Republican  side,  3  weeks  ago  we  intro- 
duced—and that  includes  every  one  of 


the  47  Democrats— a  bill  we  are  proud 
of;  and  we  are  pleased  to  announce 
that  it  contains  what  most  of  us 
thought  would  be  the  necessary  out- 
lines for  attacking  the  drug  problem. 

Now  we  have  a  bipartisan  proposal 
which  I  believe  is  even  better.  It  is 
better,  although  it  does  not  include  ev- 
erything I  wanted  in  the  original  pro- 
posal that  Senator  Chiles  and  I  draft- 
ed. It  is  better  in  that  I  think  we  will 
be  able  to  garner  a  significant  consen- 
sus. A  consensus  is  an  essential  ele- 
ment to  doing  anything  about  this 
problem. 

I  do  not  want  to  be  part  of  a  body 
that,  with  all  due  respect— I  guess  it 
would  be  characterized  as  criticism,  as 
a  comment,  of  my  colleagues  on  the 
House  side.  They  have  not  been  deal- 
ing with  this  issue  as  a  body  as  long  as 
we  have.  We  have  worked  on  this 
issue,  Democrat  and  Republican  alike, 
in  committee  for  3  years.  It  started 
with  the  crime  bill,  a  bipartisan  crime 
bill  that  passed  this  body.  The  way  it 
passed,  I  remind  my  colleagues— and  it 
was  greeted  with  diminished  skepti- 
cism by  the  press  and  some  enthusi- 
asm by  the  American  public  and 
viewed  as  reasonable  by  others— the 
way  we  did  that  is  the  way  we  have  ap- 
proached this  bill,  I  say  to  my  friend 
from  Washington,  who  is  on  the  floor. 
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Senator  Thurmond  and  I.  represent- 
ing different  points  of  view  on  reform 
of  the  omnibus  crime  bill  which  was 
the  most  significant  reshaping  of 
criminal  legislation  in  the  last  30 
years,  sat  down  like  we  have  on  this 
bill  and  said,  "Look  there  are  provi- 
sions in  the  Criminal  Code  that  are 
highly,  highly  controversial  and  which 
even  if  they  were  resolved  would  not 
fundamentally  alter  our  ability  to 
begin  to  do  something  about  the  crime 
problem  in  this  country."  We  lined 
them  up.  We  said,  "Let  us  look  at  ev- 
erything we  can  agree  upon  and  put  it 
on  this  side  of  the  table  and  let  us 
take  everything  we  disagree  upon  and 
put  it  on  this  side  of  the  table." 

And  we  added  up  all  that  we  agreed 
upon  and  we  agreed  upon  90  percent 
of  the  changes  that  had  to  take  place, 
probably  95  percent,  and  they  were 
striking  changes,  striking  changes  in 
the  sentencing  law.  striking  changes  in 
parole,  striking  changes  in  terms  of 
how  we  define  certain  crimes,  striking 
changes  in  terms  of  penalty,  and 
changes  we  have  been  attempting  to 
bring  to  fruition  for  the  past  20  years. 

But  the  key  was  we  said,  "Let  us 
take  these  5  percent  that  we  disagree 
on  and  let  us  put  them  on  the  shelf 
over  here  and  let  us  not  do  what  has 
been  done  over  the  past  20  years.  Let 
us  not  get  up  to  the  waterhole  and  fail 
to  be  able  to  drink  because  in  fact  we 
cannot  decide  who  is  going  to  be  first. 
Let  us  put  egos  aside  and  let  us  put 
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aside  political  opportunity  and  put  it 
on  a  shelf  and  let  us  go  at  the  business 
of  doing  what  no  one  has  been  able  to 
do  before." 

As  a  consequence  of  approaching 
that  way,  I  say  to  my  friend  and  col- 
league who  is  presiding  today— he 
knows  because  he  participated  in  it— 
we  passed  a  significant  crime  bill,  a 
crime  bill,  I  might  add,  that  is  aiding 
significantly  in  the  prosecutions  of 
major  organized  crime  family  mem- 
bers today,  a  bill  that  is  aiding  signifi- 
cantly in  our  ability  to  do  things  in 
the  past  3  years  that  we  had  been 
unable  to  do. 

What  we  have  attempted  to  do  here 
today  on  one  aspect  of  the  crime  prob- 
lem but  a  more  pernicious  crime  than 
any  we  have  to  deal  with,  the  drug 
problem,  is  to  do  the  same  thing. 

So  I  plead  with  my  colleagues  as 
they  look  at  this  bill,  notwithstanding 
the  fact  that  the  bill  before  them  will 
be  only  before  them  for  a  short  time. 
It  is  the  first  time  they  will  have  seen 
it.  There  are  hundreds  and  hundreds 
and  hundreds  of  hours  of  work  that 
have  gone  into  this  long  before  they 
were  put  in  this  compendium  of  pieces 
of  legislation.  They  involve  a  number 
of  areas  from  dealing  with  penalties, 
to  dealing  with  definitions,  to  dealing 
with  education  of  our  children  on  the 
avoidance  of  drugs,  to  dealing  with 
treatment,  interdiction,  et  cetera. 

There  is  hardly  a  single  thing  in  this 
bill  that  at  one  time  or  another  we 
have  not  held  an  extensive  hearing  on 
it.  It  is  not  new  in  that  sense.  What  is 
new  today,  and  I  know  we  will  succeed, 
is  that  we  have  agreed  to  agree  on 
what  we  can  move  and  thus  far  we 
have  agreed  to  disagree  and  put  aside 
those  more  colorful  and  flamboyant 
aspects  of  the  law  at  this  moment. 
Another  thing  I  would  suggest  to  my 

colleague 

Mr.  MELCHER.  Mr.  President,  will 
the  Senator  from  Delaware  yield  at 
that  point? 

Mr.  BIDEN.  I  will  yield  for  a  ques- 
tion. I  will  not  yield  the  floor,  though. 
I  have  not  finished  my  statement.  I 
have  much  more  to  say. 

Mr.  MELCHER.  I  thank  my  friend 
from  Delaware  for  yielding. 

He  just  stated  that  there  is  not  any- 
thing in  here  that  has  not  had  exten- 
sive hearings. 

Mr.  BIDEN.  To  be  more  precise,  if 
the  Senator  will  yield,  I  said  there  is 
little  in  here  that  has  not  had  exten- 
sive hearings. 
Mr.  MELCHER.  Little. 
On  page  6,  the  first  page  6,  the  sen- 
tence bothers  me  and  it  begins  on  the 
fourth  line  starting  with  the  word  "if" 
and  extends  for  15  lines  from  there  on 
the  same  page,  and  it  refers  to  a 
person  committing  such  violations, 
which  would  refer  to  the  above  sen- 
tence, I  believe  violations  involving 
narcotics  or  drugs  listed  in  the  code 
under 


Mr.  BIDEN.  One  hundred  kilograms 
more  of  a  mixture  containing  detecta- 
ble amounts  of  ^marijuana— is  that 
what  the  Senator  is  referring  to? 

Mr.  MELCHER.  Under  schedule  1 
and  2. 

Mr.  BIDEN.  Correct. 

Mr.  MELCHER.  Then  in  this  sen- 
tence it  seems  to  broaden  it.  perhaps  I 
am  incorret,  but  in  reading  this  sen- 
tence we  get  down  to  violations  under 
this  title  or  title  III,  or  any  other  law 
of  a  State,  going  on.  or  a  foreign  coun- 
try relating  to  narcotic  drugs,  marijua- 
na, or  depressant  or  stimulant  sub- 
stances. 

I  wonder  at  that  point,  if  I  might  ask 
my  learned  friend  from  Delaware,  does 
it  not  broaden  beyond  1  and  2? 

Mr.  BIDEN.  If  the  Senator  will  let 
me  finish  my  statement,  if  I  could  say 
to  my  colleague,  and  I  am  anxious  to 
discuss  this  and  other  items  with  him, 
the  way  we  hopefully— because  I  see 
my  colleagues  want  to  make  opening 
statements  themselves— hopefully 

what  we  will  be  able  to  do  is  make  our 
opening  statements  and  then  get  into 
the  discussion  of  this.  If  the  Senator 
would  like  to  persist  on  this  a  little  bit 
longer,  I  am  happy  to  do  so. 

In  light  of  the  initial  ground  rule 
where  we  said  everyone  can  make  his 
statement.  I  do  not  want  to  dominate 
the  floor  this  morning  at  the  expense 
of  my  colleagues  making  statements. 

I  will  be  happy  to  go  on  a  few  more 
minutes. 

Mr.  MELCHER.  I  thank  my  friend 
for  doing  that  because  it  is  hard  to  un- 
derstand the  opening  statements 
unless  we  know  how  broad  this  is. 

On  the  question  of  identifying  just 
the  depressant  or  stimulant  substance, 
I  do  not  know  how  far  ranging  that  is. 

Mr.  BIDEN.  It  would  expand  to  in- 
clude any  State  felony  which  would  in- 
clude in  most  of  those  felonies  the 
trafficking  in  these  substances.  There 
is  an  expansion.  We  have  had  hearings 
on  the  question  of  whether  or  not  it 
makes  sense  to  expand  the  coverage  to 
include  State  felonies  which  is  not 
now  in  the  law,  but  that  has  been  a 
subject  of  discussion  before  a  number 
of  our  committees  and  including  the 
Judiciary  Committee. 

I  would,  as  I  said,  be  delighted  to  dis-- 
cuss  the  details  of  this  if  the  Senator 
would  let  me  finish  my  opening  state- 
ment, and  we  are  going  to  have  plenty 
of  time  today,  tomorrow,  and  probably 
into  I  do  not  know  when. 

Mr.  MELCHER.  That  could  be  a 
long  time.  But  one  final  question  on 
this  point. 

Mr.  BIDEN.  Sure. 

Mr.  MELCHER.  It  has  to  be  a  felony 
under  State  law.  I  understand  that. 
But  what  about  under  foreign  govern- 
ments, because  it  says  "a  foreign  coun- 
try relating  to  narcotic  drugs,  marijua- 
na, or  depressant  or  stimulant  sub- 
stances," and  have  we  identified  in  a 


foreign  country  how  they  treat  a  stim- 
ulant or  depressant  substance? 

Mr.  BIDEN.  We  have.  We  have  not 
placed  it  in  the  bill.  What  we  are  at- 
tempting to  do  here  is  deal  with  repeat 
offenders,  repeat  offenders  who  have 
been  repeat  offenders  of  the  drug 
laws,  repeat  felony  offenders  under 
State  court  systems  and  under  other 
systems. 

Mr.  MELCHER.  Under  foreign  gov- 
ernment systems  also? 

Mr.  BIDEN.  That  is  correct.  No;  that 
is  not  correct. 

Mr.  MELCHER.  All  right. 

Mr.  BIDEN.  I  say  to  my  colleague 
that  is  not  correct. 

We  were  talking  about  domestic 
repeat  offenders.  It  says  in  the  part 
the  Senator  is  referring  to  "•  *  *  or  for 
a  felony  under  any  other  provision  of 
this  title  or  title  III  or  other  law  of  a 
State,  the  United  States,  or  a  foreign 
country  relating  to  narcotic  drugs, 
marijuana,  or  depressant  or  stimulant 
substances,  have  become  final." 

Mr.  MELCHER.  Does  that  not  mean 
the  final  action  in  the  court  system  of 
a  foreign  government? 

Mr.  BIDEN.  It  does. 

Mr.  MELCHER.  As  to  their  depres- 
sants and  stimulants,  which  is  a  very 
broad  term,  are  they  identified  similar 
to  ours? 

Mr.  BIDEN.  The  provision  is  pres- 
ently in  current  law  and  the  judgment, 
even  though  you  will  find  I  am  sure  in 
the  schedule  of  such  drugs  in  France 
is  different  than  the  schedule  in  this 
country. 
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If  you  have  a  repeat  offender  of  the 
drug  laws  of  the  country  of  France  or 
Switzerland  or  Afghanistan,  we  have 
made  the  conclusion,  and  it  is  already 
in  the  law,  that  in  fact  those  folks  do 
not  warrant  any  other  treatment  than 
that  which  we  are  suggesting  here.  We 
are  not  suggesting  that  in  all  the  laws 
of  the  State. 

Mr.  MELCHER.  I  would  just  ask, 
then,  one  final  question,  and  I  thank 
my  colleague  from  Delaware  for  his  in- 
dulgence. 

But  does  not  the  term  "depressant 
or  stimulant  substances"  carry  the 
drugs  that  would  be  listed  much  fur- 
ther than  schedule  1  and  schedule  2? 

Mr.  BIDEN.  The  answer  is  "Yes." 

Mr.  MELCHER.  I  thank  my  friend. 

Mr.  BIDEN.  I  hope  that  the  caliber 
of  the  debate  and  the  detailed  ques- 
tioning follows  that  which  has  oc- 
curred here  by  my  friend  from  Mon- 
tana, because  there  is  much  to  discuss 
in  this  bill. 

Let  me  conclude  in  the  next  few 
minutes  my  statement  here  if  I  may. 

Mr.  President,  it  is  imperative  that 
we  pass  this  legislation  aimed  at  reduc- 
ing drug  abuse  in  America  this  session. 
The  price  that  this  Nation  pays  for  its 
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drug  habit  is  staggering.  Let  me  just 
talk  about  that  for  a  moment. 

Drug  traffickers  reap  an  estimated 
$110  billion  each  year,  peddling  drugs 
and  narcotics  to  our  children,  our  fam- 
ilies and  our  friends.  The  sheer  dollar 
figures,  however,  do  not  even  begin  to 
tell  the  story.  The  price  that  this 
Nation  pays  for  its  seemingly  insatia- 
ble demand  for  drugs  must  also  be 
measured  in  terms  of  the  lives  lost,  the 
families  shattered  and  the  dreams  for- 
saken from  drug  abuse.  According  to 
the  President's  Commission  on  Orga- 
nized Crime,  there  are  an  estimated 
half  million  heroin  addicts  in  this 
country.  Four  to  five  million  Ameri- 
cans regularly  use  cocaine.  And  over 
20  million  Americans  regularly  use 
marijuana. 

Despite  these  staggering  statistics,  I 
think  what  scares  us  the  most,  and 
why  we  must  pass  responsible  drug 
legislation  this  session,  is  the  threat 
that  drug  abuse  poses  to  our  most  pre- 
cious resource:  our  young  people.  Ac- 
cording to  the  most  recent  sample  of 
high  school  seniors,  over  61  percent, 
let  me  repeat— 61  percent,  almost  two- 
thirds— of  the  graduating  high  school 
seniors  in  1985  had  used  an  illicit  drug. 
Some  17  percent  of  the  graduating 
seniors  had  tried  cocaine— 17  percent 
had  tried  cocaine— the  highest  rate 
ever  in  the  11  years  the  sample  has 
been  taken.  And  according  to  the  same 
study,  one-third  of  college  students 
used  cocaine  in  the  previous  12 
months. 

Two  weeks  ago  in  this  Chamber,  sev- 
eral of  my  distinguished  colleagues  de- 
bated the  importance  of  educating  our 
children  in  math  and  science  so  that 
our  children  will  be  capable  of  learn- 
ing the  most  technologically  advanced 
requirements  that  they  must  have  in 
order  for  this  society  to  move  in  a 
competitive  sense  in  the  next  century. 
I  would  like  to  note  that  if  we  do  not 
do  something  about  this  country's 
drug  addiction,  the  issue  of  educating 
our  children  in  math  and  science  may 
be  a  moot  point. 

The  drug  problem  is  a  complex  prob- 
lem, and  any  effective  strategy  to 
reduce  drug  abuse  in  America  must  in- 
volve a  comprehensive  approach,  in- 
volving efforts  in  this  country  and 
abroad.  And  while  we  must  rigorously 
enforce  the  law,  it  is  abundantly  clear 
that  we  must  mount  an  aggressive  and 
consistent  campaign  to  reduce  the 
demand— the  demand  for  drugs— so 
that  the  drug  peddlers  will  have  no 
one  to  whom  they  can  sell  their  wares. 
This  legislation  addresses  each  of 
these  areas. 

First,  this  bill  addresses  the  need  to 
stop  the  production  of  illicit  drugs  in 
foreign  countries.  For  too  long,  our 
foreign  policy  has  all  but  ignored  the 
importance  of  international  narcotics 
control  in  our  overall  foreign  policy 
strategy. 


It  has  been  a  pet  peeve  of  some  of  us 
on  the  Foreign  Relations  Committee 
and  the  Judiciary  Committee  for  the 
last  6  years. 

The  first  question  I  asked  the  first 
Secretary  of  State  in  this  administra- 
tion was  whether  or  not,  if  he  were 
confirmed,  would  he  be  willing  to 
move  drug  trafficking  up  on  the 
agenda  as  high  as  any  other  matter  of 
state  when  he,  in  fact,  took  the  State 
Department  helm;  and  would  he,  in 
fact,  deal  with  our  NATO  allies  and 
our  other  allies  around  the  world  with 
the  need  to  move  it  higher  on  the 
agenda? 

He  looked  at  me  somewhat  per- 
plexed and  finally  agreed  that  he 
would.  And  I  could  see  him  turn  to  his 
staff  person  and  say,  "What  does  this 
have  to  do  with  foreign  policy?" 

I  can  recall  the  last  speech  I  made  as 
chairman  of  NATO  s  Committee  on 
Nuclear  Planning  to  our  NATO  allies, 
the  45  or  50  who  were  here  from  every 
nation.  And  the  topic  of  my  speech 
perplexed  them  some.  I  said  NATO  is 
a  defense  organization  and,  in  order  to 
deal  with  the  common  defense,  we 
should  begin  to  deal  with  drugs.  And  I 
think  they  thought  I  was  on  drugs, 
the  fact  that  I  would  bother  to  raise 
that  question  with  them.  There  was  a 
bit  of  a  tittering  going  on. 

You  know.  State  Department  types 
and  foreign  policy  types  carry  expen- 
sive leather  briefcases  and  love  to 
carry  in  those  briefcases  treaties  on 
arms  control  and  treaties  on  fisheries 
and  their  lunch,  but  they  do  not  want 
to  get  down  to  the  business  of  dealing 
with  something  that  they  feel  should 
be  beyond  their  purview. 

As  a  result  of  these  consistent  ef- 
forts, not  merely  on  my  part,  but  on 
the  part  of  many  Democrats  and  Re- 
publicans, many  countries  that  had 
been  very  complacent  about  drug  pro- 
duction within  their  borders  are  begin- 
ning to  see  the  need  to  deal  with  it. 

This  bill  would  provide  effective  in- 
centives for  cooperating  in  interna- 
tional efforts  to  stem  the  production 
of,  and  trafficking  in,  illicit  narcotics. 
This  bill  would  provide  almost  $60  mil- 
lion in  additional  funds  for  foreign  as- 
sistance programs  to  help  countries 
eradicate  drugs  within  their  borders. 
This  would  nearly  double  the  amount 
of  money  now  provided  for  foreign 
eradication  and  crop  control  programs. 

However,  this  bill  does  not  stop  at 
merely  providing  new  money  to  coun- 
tries interested  in  combating  narcotics 
production.  For  those  countries  that 
are  major  illicit  drug  producing  coun- 
tries and  that  have  not  responded, 
either  through  their  own  efforts  or 
with  our  assistance,  in  reducing  pro- 
duction or  transshipment  of  narcotics, 
all  foreign  aid— all  foreign  aid— assist- 
ance would  be  cut  off.  This  new  law 
will  require  the  President  to  certify  to 
Congress  that  any  such  country  has 
taken    adequate    steps    to    cooperate 


with  the  United  States  in  stemming 
the  cultivation  and  production  of  nar- 
cotics within  their  countries,  before 
foreign  aid  can  be  reinstated.  These 
provisions  take  a  major  step  toward 
raising  the  priority  that  international 
narcotics  control  should  have  in  our 
overall  foreign  policy  strategy,  as  well 
as  other  elements.  The  international 
provisions  of  this  bill  include  both  the 
"carrot"  and  the  "stick"  necessary  to 
encourage  narcotics  control  through- 
out the  international  community. 

Second,  we  must  stem  the  flow  of 
drugs  into  our  borders  and  across  our 
borders.  This  bill  increases  by  one- 
third  the  current  level  of  funding  for 
interdiction  at  the  border  including  in- 
creased funding  for  Coast  Guard  and 
Customs  Service  personnel,  which,  I 
might  add,  over  the  last  6  years  has 
been  cut.  We  have  talked  about  a  war 
on  drugs  and  we  have  cut,  not  in- 
creased, cut  the  number  of  people  we, 
in  fact,  say  are  supposed  to  be  the 
ones  at  the  bridge  blocking  the  enemy 
from  crossing  the  river  into  our  terri- 
tory. This  bill  assigns  Coast  Guard  law 
enforcement  teams  to  Navy  ships  to 
bring  the  Department  of  Defense 
more  actively  into  the  fight  against 
drug  trafficking. 

Third,  we  must  rigorously  enforce 
domestic  drug  control  laws.  "This  legis- 
lation, under  the  leadership  of  Sena- 
tor Chiles  increases  penalties  for  most 
drug-related  offenses,  including  a  man- 
datory minimum  penalty  of  10  years 
imprisonment,  and  up  to  life,  for  the 
highest  level  of  drug  kingpins,  which 
reflects  the  responsibility  of  the  Fed- 
eral Government  to  pursue  and  pros- 
ecute major  narcotics  syndicates. 

D  1110 

This  bill  also  creates  new  offenses 
and  increases  penalties  for  drug  of- 
fenses involving  children,  and  fines  are 
increased  to  strike  at  the  financial  un- 
derpinning of  organized  crime.  This 
bill  also  recognizes  the  need  for  more 
law  enforcement  personnel  at  both  the 
Federal  level  and  at  the  State  level.  I 
say  to  the  President. 

Increased  funding  is  provided  for 
more  DEA  agents,  drug  enforcement 
agents,  more  prosecutors  and  more 
prison  construction  to  ensure  that 
drug  traffickers  are  caught,  sentenced 
and  stay  in  jail  for  their  full  sentence. 

Finally,  the  bill  provides  $115  mil- 
lion in  grant  money  to  State  and  local 
agencies  to  assist  them  in  their  drug 
enforcement  efforts. 

You  know,  Mr.  President,  as  well  as 
anyone  in  this  Chamber,  the  drug 
problem  is  a  little  bit  like  the  environ- 
mental problem.  No  one  State  can 
decide  it  is  going  to  have  clean  air  and 
clean  water.  It  can  do  everything  cor- 
rectly in  the  State  of  Delaware,  but  if 
there  are  not  refineries  in  Marcus 
Hook  which  are  on  the  Delaware 
border  which  are  meeting  environmen- 
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tal  standards,  Delaware  air  will  be  pol- 
luted. It  is  the  same  way  with  the  drug 
problem.  Every  State  could  in  fact 
pass  just  the  right  drug  legislation, 
but  drugs  are  in  fact  the  ultimate  fun- 
gible item.  They  in  fact  cross  borders 
and  seep  across  borders  in  ways  that 
lend  themselves  only  to  the  Federal 
Government  being  able  to  provide  an 
umbrella  of  help.  Part  of  that  help  is 
direct  assistance  to  those  local  agen- 
cies. 

Finally,  we  must  reduce  the  demand 
for  drugs  by  educating  our  youth 
about  the  perils  of  drug  use.  Through 
the  President's  efforts  and  Mrs.  Rea- 
gan's efforts,  although  they  have 
stressed  the  need  to  reduce  the 
demand  for  drugs  which  has  in  my 
view  been  helpful,  the  Federal  Gov- 
ernment spends  only  $3  million  a  year 
out  of  a  trillion-dollar  budget— $3  mil- 
lion a  year  nationwide  for  drug  educa- 
tion. 

That  much  expenditure  of  money  in- 
directly goes  into  the  production  of 
one  movie  which  glorifies  the  use  of 
drugs.  One  movie,  one  setting,  can.  in 
fact,  have  more  impact  upon  the  alti- 
tudes of  our  children  about  drug  use 
than  the  minimum  of  $3  million  we 
spend  nationwide. 

This  bill  we  are  about  to  vote  on  in 
the  next  couple  of  days  provides  $150 
million  in  grant  money  to  State  and 
local  school  districts  for  drug  abuse 
education. 

The  purpose  of  this  section  is  to 
ensure  that  every  child  in  this  Nation 
in  both  public  and  private  schools  re- 
ceives objective  and  credible  informa- 
tion about  the  consequences  and  the 
dangers  of  drug  use. 

Senator  Rockefeller  from  West  Vir- 
ginia has  worlced  on  this  for  some 
time.  This  is  not  just  one  of  the  typi- 
cal Government  programs  we  are 
going  to  send  out  money  on.  In  order 
for  a  State  to  qualify  for  this  money, 
the  State  must  have  in  fact  at  the 
statewide  level  a  drug  education  pro- 
gram involving  schools  and  commit- 
ting their  own  money  to  it  before  they 
can  get  help  under  this  program. 

We  must  also  treat  those  persons 
who  have  already  fallen  prey  to  the 
lure  of  drug  abuse.  As  I  said  at  the 
outset  of  this  statement,  even  if  we  did 
everything  that  possibly  could  be 
done,  even  if  we  prevented  from  this 
moment  on  an  single  new  drug  addict 
being  added  to  the  roll,  we  are  still 
faced  with  the  problem  of  those  mil- 
lions and  millions  of  people  out  there, 
many  of  whom  are  addicted  to  drugs 
at  this  moment. 

While  we  as  a  society  must  begin  to 
recognize  that  drug  users  like  drug 
traffickers  are  coconspirators  in  drug 
crimes  we  must  realize  that  drug  ad- 
dicts prey  upon  innocent  victims  to  fi- 
nance their  habits.  We  must  find  an 
appropriate  mix  between  condemna- 
tion and  compassion  in  our  approach. 


Despite  this  administration's  rheto- 
ric about  treating  drug  abusers,  they 
have  actually  decreased  the  funding 
for  drug  abuse  treatment  in  the  last  4 
years.  These  cuts  have  resulted  in 
waiting  lines  and  waiting  lists  up  to  6 
months  longer  for  for  drug  users  who 
recognize  that  they  have  a  problem 
and  who  seek  help  to  solve  their  prob- 
lem. They,  in  fact,  in  the  meantime 
are  left  standing  in  line. 

This  bill  provides  $175  million  to 
State  and  local  treatment  programs, 
both  public  and  private,  to  help  pro- 
vide essential  services  to  drug  abusers 
who  want  help,  and  the  restrictions 
are  significant  as  to  how  this  money  is 
spent  so  it  is  not  wasted. 

Though  I  have  outlines  the  four  es- 
sential components  that  are  addressed 
in  this  bill.  I  believe  we  must  also  in- 
clude a  more  effective  framework  from 
which  to  pursue  these  initiatives.  A 
framework  is  not  a  part  of  this  pack- 
age. It  is  something  I  intend  to  offer 
as  an  amendment  later  in  these  pro- 
ceedings. I  intend  to  offer  a  provision 
that  was  passed  by  the  way  on  two 
other  occasions  in  this  body  over- 
whelmingly, the  last  time  with  63 
votes.  It  is  called  by  the  press  a  drug 
czar,  but  simply  means  we  should  have 
one  person  in  a  position  that  in  fact  is 
in  control  of  the  Federal  drug  effort. 

We  now  have  11  different  Cabinet 
Secretaries  responsible  for  some  piece 
of  the  drug  program,  36  different  Fed- 
eral agencies  involved  in  administering 
the  drug  program,  and  no  single  game 
plan  as  to  what  our  priorities  are  and 
who  can  in  fact  call  the  shots  as  to 
how  we  deal  with  them. 

If  I  said  to  my  colleagues  that  was 
going  to  be  the  way  in  which  we  are 
going  to  run  education  in  this  country, 
or  if  I  said  that  is  how  we  are  going  to 
deal  which  health  care  in  this  country 
at  the  Federal  level,  or  if  I  suggested 
that  is  how  we  are  going  to  deal  with 
transportation  in  this  country,  we 
would  all  say,  my  lord,  you  cannot  do 
it  that  way.  It  makes  no  sense.  Yet  we 
have  a  problem  that  we  all  acknowl- 
edge is  equally,  if  not  more,  critical  for 
a  solution  that  calls  out  for  the  solu- 
tion to  the  drug  problem.  And  we  still 
lack  that  coordination. 

What  this  package  lacks  is  a  frame- 
work of  leadership  right  now.  The  At- 
torney General,  the  Vice  President 
and  the  White  House  drug  abuse  ad- 
visers are  all  leading  the  Federal 
effort  often  in  different  and  conflict- 
ing efforts.  The  question  remains  who 
is  in  charge  of  the  Nation's  drug  con- 
trol strategy. 

There  is  no  clear  answer  to  that 
question.  That,  I  believe,  illustrates 
the  problem.  The  lack  of  leadership  in 
the  Federal  drug  control  effort  has 
been  recognized  in  this  body.  As  I  said 
in  the  last  several  years  in  fact  on  two 
separate  occasions  Members  of  this 
body,  Democrats  and  Republicans 
alike,  have  passed  this  legislation.  But 


in  the  spirit  of  comity  and  of  the  ne- 
cessity of  moving  forward  with  what 
are  significant  advantages  and  signifi- 
cant help  in  this  bill  that  we  have 
before  us  today,  I  have  refrained  from 
insisting  that  be  in  this  package,  and  I 
must  tell  my  colleagues  I  am  prepared 
to  refrain  from  introducing  that  legis- 
lation, or  introducing  that  as  an 
amendment  if  in  fact  it  would  be  suffi- 
cient to  keep  this  legislation  from 
going  forward. 

It  is  something  I  have  worked  on  for 
6  years,  and  something  I  feel  very 
deeply  about.  But  I  believe  this  bill  is 
so  important  now  that  if  it  will  in  any 
way  slow  down  the  progress  of  this  bill 
I  will  not  insist  upon  its  passage  again 
in  this  body. 

The  administration  has  made  it  clear 
they  are  overwhelmingly  opposed  to 
the  drug  czar  concept  because  it  in 
fact  narrows  responsibility  very  rapid- 
ly. And  in  fairness  to  this  administra- 
tion, the  last  administration,  the 
Democratic  administration,  was  not 
crazy  about  the  idea  either  because  I 
say  to  my  friend  from  Washington 
who  was  a  chief  executive  and  a  Gov- 
ernor I  suspect  he  knows  better  than 
any  of  us  on  this  floor  at  this  moment 
it  is  not  easy  to  bang  heads  together, 
lake  power  from  one,  and  give  it  to  an- 
other, and  consolidate  it.  But  that  is 
what  leadership  is  about. 

I  understand  why  they  are  reluctant 
to  do  it.  I  suspect  the  next  administra- 
tion will  be  reluctant  to  do  it.  But  the 
fact  of  the  matter  is  the  time  has 
come  to  move  on  drug  legislation. 

There  is  ample  need  for  such  an  ini- 
tiative as  I  have  outlined  previously. 
But  moreover,  I  believe  the  major  out- 
line of  this  bill  is  one  in  fact  that  we 
should  move  on. 

In  1984  we  moved  as  I  said  at  the 
outset  on  a  bipartisan  bill  that  eventu- 
ally enacted  the  most  significant  Fed- 
eral Criminal  Code  reform  in  this  Na- 
tion's history.  A  similar  opportunity 
has  been  presented  to  us  today. 

However,  as  was  required  then,  and  I 
predict  will  be  required  on  this  legisla- 
tion, we  must  be  willing  to  compromise 
if  we  are  to  get  a  bill  on  the  Presi- 
dent's desk  this  year.  This  bill  as  intro- 
duced reflects  that  compromise. 

Last  week  the  President  called  for 
the  leadership  of  both  Houses  of  Con- 
gress to  come  down  to  the  White 
House  to  emphasize  the  need  to  tran- 
scend political  concern  in  the  battle 
against  drug  abuse  in  America. 

I  wholeheartedly  endorse  that  plea 
on  the  part  of  the  President.  And  I 
urge  my  colleagues  on  legislation  they 
feel,  or  on  amendments  they  feel  are 
not  in  this  bill  and  if  they  feel  as 
strongly  about  as  I  do  about  the  drug 
czar,  in  the  interest  of  not  merely  com- 
promising the  body,  the  comity  on  the 
floor,  but  in  the  interest  of  doing 
something  about  the  drug  problem  so 
that  the  President  will  have  a  bill  to 
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sign,  on  increased  interdiction  efforts, 
increased  sanctions  against  foreign 
countries,  increased  education,  and  in- 
creased treatment  in  order  that  we  can 
get  underway. 

D  1120 

If  my  colleagues  this  time  tomorrow 
look  down  the  road  and  see  that  with 
only  a  week  left  their  amendment,  if 
added,  would  keep  this  bill  from 
coming  to  fruition,  I  urge  them  and  I 
plead  with  them  to  put  their  own  po- 
litical instincts,  ambitions,  and  initia- 
tives behind  the  greater  need  to  do 
something,  something  significant, 
which  is  already,  in  my  view,  con- 
tained in  this  bill. 

I  have  much  more  to  say  about  this. 
I  will  do  a  section-by-section  analysis,  I 
am  sure,  as  we  go  on.  Each  of  my  col- 
leagues on  the  floor  has  a  significant 
opening  statement  to  make.  I  thank 
them  for  their  indulgence  and  I  yield 
the  floor. 

The  PRESIDING  OFFICER.  The 
Senator  from  Washington. 

Mr.  EVANS.  I  thank  the  Chair. 

Mr.  President,  we  have  heard  two  el- 
oquent and  detailed  opening  state- 
ments. I  commend  the  Senator  from 
Florida,  Senator  Hawkins,  and  the 
Senator  from  Delaware,  Senator 
BiDEN,  for  their  extraordinary  leader- 
ship in  this  effort. 

Mr.  President,  I  still  have  some  deep 
concerns.  I  am  gratified  with  what  the 
joint  bipartisan  group  here  in  the 
Senate  has  produced.  I  agree  with  the 
Senator  from  Delaware  that  it  is  a 
careful  amalgamation  and  cannot  be 
subjected  to  a  wide  variety  of  amend- 
ments. That  is  in  sharp  contrast,  Mr. 
President,  to  the  sanctimonious  elec- 
tion stampede  of  the  House  of  Repre- 
sentatives, a  stampede  that  trampled 
on  the  Constitution.  In  fact,  at  times 
the  action  over  there  resembled  a  con- 
gressional lynch  mob  more  than  it  did 
careful  legislation. 

I  am  pleased  now  that  the  Senate 
has  chosen,  as  it  so  often  does,  to  cool 
the  passions  which  sometimes  have 
guided  the  other  House. 

But  we  must  still  recognize  that  no 
matter  what  we  pass  in  this  body  we 
are  still  subjected  to  a  conference,  a 
conference  between  the  two  Houses 
that  may  represent  or  result  in  com- 
promise that  would  bring  in  a  bill 
brought  back  to  the  floor  of  each 
House  as  a  conference  report  that 
could  contain  some  dangerous  legisla- 
tion, legislation  that  I  think  could  be 
as  dangerous  as  the  drug  problem 
itself. 

There  has  been  a  lot  of  focus  recent- 
ly on  the  drug  problem.  This  is  an 
election  year.  The  national  news  mag- 
azines have  recently  headlined  the 
drug  problem  with  cover  stories.  Crack 
dominates  the  conversations  through- 
out the  country.  We  have  had  two 
tragic  deaths  of  young  athletes  from 
cocaine. 


But  nonetheless,  Mr.  President, 
recent  statistics  from  the  Department 
of  Health  and  Human  Services  point 
out  that  abuse  of  all  drugs  in  America 
peaked  in  1978  and  1979,  and  declined 
slowly  but  steadily  through  1984.  Al- 
though the  use  of  heroin  leveled  off  in 
1985,  there  is  no  compelling  evidence 
that  the  overall  problem  is  significant- 
ly worse  now  than  it  has  been  for  the 
last  decade. 

Mr.  CHILES.  Will  the  Senator  yield? 

Mr.  EVANS.  I  yield. 

Mr.  CHILES.  I  apologize  for  inter- 
rupting the  Senator,  but  when  I  read 
that  statement,  and  I  think  I  read  the 
same  one,  about  drugs  declining,  it  was 
kind  of  a  shock  to  me,  coming  from 
my  State  and  knowing  what  is  happen- 
ing with  crack  and  seeing  how  that  is 
hitting  not  every  place,  but  hitting  a 
number  of  other  places  across  the 
country.  I  do  see  a  tremendous  in- 
crease in  the  amount  of  cocaine  and  a 
declining  price. 

When  I  asked  the  people  from  the 
National  Institute  of  Drug  Abuse  at  a 
hearing  of  the  Permanent  Subcommit- 
tee on  Investigations  that  was  held  on 
the  subject  matter  where  the  statistics 
came  from  and  how  in  the  world  that 
could  come  out  at  a  time  that  it  looked 
like  to  me  things  were  running  differ- 
ently, they  told  me  that  the  way  they 
do  their  studies  they  are  looking  at  4 
years  ago.  So  those  statistics  are  based 
on  information  and  cuts  that  are  years 
old. 

I  just  say  to  the  Senator  from  Wash- 
ington I  think  we  need  to  review  those 
and  make  sure  how  current  they  are 
because  I  think  those  are  reflecting 
what  they  thought  were  trends  or  sta- 
tistics that  are  3  and  4  years  old  and 
that  are  not  current.  In  fact,  they 
were  1980  statistics  and  1984  statistics 
that  they  were  using  as  a  basis  for 
their  study. 

I  again  apologize  to  the  Senator. 

(Mr.  ROTH  assumed  the  chair.) 

Mr.  EVANS.  I  appreciate  the  com- 
ments of  the  Senator  from  Florida 
who  has  been  deeply  involved  in  this 
effort.  I  in  no  way  wish  to  belittle  or 
in  any  way  take  away  from  our  focus 
on  the  drug  problem  or  belittle  its  im- 
portance. 

I  would  point  out,  in  addition,  that  a 
recent  article,  I  believe  yesterday,  in 
the  Washington  Post,  quoting  the  3- 
month  survey  by  the  Federal  Drug  En- 
forcement Administration  has  found 
that  crack,  in  their  view,  is  not  the 
drug  of  choice  for  most  users  and  that 
its  prevalence  has  been  exaggerated  by 
heavy  media  new  attention. 

Again,  not  to  belittle  in  any  respect 
what  is  an  evil  form  of  an  evil  broad 
drug  system,  but,  nonetheless,  I  am 
only  attempting  to  point  out  that  it  is 
important  for  us  to  keep  all  of  these 
efforts  in  context,  to  recognize  that  we 
do  indeed  have  a  very  big  problem. 

But  I  do  not  want  us  to  focus  so 
much  on  this  problem  that  we  ignore 


or  forget  that  there  are  a  couple  of 
other  addictive  drug  problems  in  this 
Nation  which  continue,  which  are  at 
least  as  large  if  not  larger  in  deaths 
and  costs  and  human  heartbreak. 
During  the  course  of  this  discussion  on 
illicit  drugs,  we  ought  to  at  least  speak 
up  and  remind  people  that  there  are  a 
couple  of  legal  drugs  which  are  of 
equal  importance  and  concern  to  us. 

Alcohol  abuse,  according  to  statistics 
collected  by  Students  Against  Drunk 
Driving,  is  implicated  in  virtually 
every  conceivable  socially  abhorrent 
activity  of  our  society.  Two-thirds  of 
fatal  driving  accidents,  70  percent  of 
all  murders,  50  percent  of  all  rapes, 
and  60  percent  of  sex  crimes  against 
children  are  affected  by  alcohol  abuse. 

The  costs  of  smoking  perhaps  are 
not  quite  as  antisocial  but  are  equally 
staggering.  The  New  England  Journal 
of  Medicine  estimates  that  smoking  is 
responsible  for  one-quarter  of  all  fire- 
related  deaths,  a  quarter  of  a  million 
deaths  from  heart  diseases  and  more 
than  100,000  deaths  from  lung  cancer 
each  year.  Overall  it  has  been  estimat- 
ed that  the  combined  total  cost  to  soci- 
ety of  alcohol  and  tobacco  abuse  ex- 
ceeds the  current  Federal  deficit. 

So  I  think  it  is  important  for  us  to 
focus  on  illicit  drugs  and  certainly  en- 
force the  passage  of  comprehensive 
and  appropriate  legislation.  But  in 
that  process,  let  us  not  forget  that 
there  are  other  problems,  perhaps  still 
larger,  which  we  cannot  ignore  and 
which  we  should  not  doubt. 

In  our  efforts,  however,  to  focus  on 
drug  activity,  the  House  of  Represent- 
atives, I  believe,  has  engaged  in  pre- 
cisely what  Edmund  Burke  warned 
against  when  he  said,  "Bad  laws  are 
the  worst  form  of  tyranny."  The 
House  bill  certainly  qualifies. 

I  do  not  intend  to  detail  each  of  the 
provisions  which  I  find  abhorrent,  but 
in  combination  they  could  lead  to 
some  rather  bizarre  interpretation  of 
our  Constitution. 

The  ability  of  military  forces  to 
engage  in  hot  pursuit  coupled  with 
changes  in  the  exclusionary  rule  could 
very  easily  result  in  military  forces 
kicking  down  the  door  of  some  private 
residence  on  the  belief,  the  good  faith 
belief,  that  there  were  drugs  about. 

D  1130 

We  would  end  up  with  precisely 
what  our  forefathers,  200  years  ago, 
sought  to  eliminate  in  the  fourth 
amendment  to  our  Constitution. 

I  think  we  have  to  be  very  careful  in 
what  we  do,  careful  that  in  our  zeal  to 
correct  the  problems,  in  our  zeal  to 
capture  those  and  imprison  those  who 
are  dealing  harshly  with  our  fellow 
citizens  and  with  our  children,  we  do 
not  go  so  far  that,  for  instance,  in  mas- 
sive drug  testing,  which  may  well  be 
99*Viooths  percent  accurate,  we  ignore 
the  potential  danger  of  harassment  of 
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the  other  fifty-six  one-hundreths  of  1 
percent.  If,  for  instance,  we  choose  to 
have  massive  drug  testing  of  Federal 
employees  for  each  million  employees 
tested  and  if  that  were  the  level  of  ac- 
curacy, which  I  believe  is  probably 
higher  than  the  accuracy  we  now 
have,  admost  6.000  Americans  would  be 
trashed,  harassed  on  their  jobs,  the  in- 
nocent accused.  We  have  to  be  very 
careful  what  we  do  in  this  act,  careful 
that  we  focus  more  precisely  at  the 
targets  which  deserve  to  be  hit. 

In  a  veto  message  on  the  drug  czar 
bill.  President  Reagan,  I  think,  said  it 
very  well.  We  ought  to  keep  his  words 
in  mind  as  we  debate  and  amend  this 
proposal.  He  said: 

The  seriousness  of  this  threat  is  under- 
scored by  the  overwhelming  opposition  to 
this  provision  by  the  Federal  law  enforce- 
ment  community,  as  well  as  such  groups  as 
the  International  Association  of  Chiefs  of 
Police  and  the  National  Association  of  At- 
torneys General.  The  so-called  drug  czar 
provision  was  enacted— 

And  here  is  what  is  important— 

hastily  without  thoughtful  debate  and  with- 
out the  benefit  of  any  hearings. 

Let  me  repeat: 

.  .  .  was  enacted  hastily  without  throught- 
ful  debate  and  without  the  benefit  of  any 
hearings. 

Mr.  President,  I  am  not  speaking  in 
relation  to  the  drug  czar  bill  at  all,  but 
to  the  President's  words,  which 
warned  against  our  adopting  impor- 
tant legislation  without  thoughtful 
debate  and  without  adequate  hearings. 
I  believe  the  Senate  bill  has  gone  a 
long  way  toward  meeting  those  crite- 
ria. The  House  bill  failed  miserably  on 
both  counts. 

If  we  act  now,  we  ought  to  be  caring 
that  we  act  in  a  way  that  will  integrate 
our  current  efforts  with  what  we  call 
the  war  against  drugs.  If  we  really  be- 
lieve in  a  war  against  drugs,  then  I 
think  it  requires  the  same  attitude  as 
a  military  commander  or  a  commander 
in  chief  would  have  toward  a  real  war. 
Real  war  requires  that  there  be  well- 
thought-out  plans  and  strategies.  Real 
war  requires  that  you  do  not  send  in- 
adequately prepared  troops  into 
battle.  Real  war  requires  that  you  at- 
tempt to  coordinate  your  activities  to 
get  the  best  results  from  your  invest- 
ment. And.  Mr.  President,  I  believe 
that  whether  it  is  a  war  against  drugs 
or  a  shooting  war,  the  best  strategy 
takes  into  account,  strong  account,  the 
view  of  the  field  commanders,  the  ones 
who  will  be  out  on  the  front  lines 
fighting  that  war. 

We  should  not  send  those  troops 
into  battle  unprepared  and  uncoordi- 
nated and.  parenthetically,  underfund- 
ed. 

I  think  the  fastest  way  to  win  a  war, 
a  shooting  war  or  war  against  drugs,  is 
to  begin  by  developing  the  kind  of 
comprehensive  plan  and  coordinated 
efforts,  bringing  into  account  those 
field  commanders  so  that  we  can  get 


the  war  over  with  or  reach  some  victo- 
ries at  the  soonest  possible  date. 
Therefore,  Mr.  President,  I  shall  sug- 
gest an  amendment  later  in  the  debate 
on  this  bill.  I  believe  an  amendment 
can  be  drafted  that  will  not  fall  prey 
to  the  concern  of  the  administration 
over  a  drug  czar. 

Mr.  President,  my  colleague  from 
Delaware  [Mr.  Biden]  is  not  at  the 
moment  in  the  Chamber,  but  I  should 
say  to  him  that,  as  a  former  chief  ex- 
ecutive, I  know  it  is  difficult  indeed  to 
coordinate  and  bring  together  many 
disparate  elements  within  your  own 
administration.  But  I  am  not  sure  a 
czar  is  really  as  necessary  as  strong 
leadership  from  the  top.  It  is  the  Com- 
mander in  Chief,  it  is  the  political 
chief  executive,  whether  President  or 
Governor,  who  ultimately  fulfills  that 
responsibility  of  ensuring  that  there  is 
coordination,  ensuring  that  there  is 
maximum  effort.  In  the  case,  it  has  to 
be  more  than  just  maximum  effort 
within  an  administration.  We  are  talk- 
ing about  a  national  war.  The  amend- 
ment I  shall  propose  will  call  for  a 
comprehensive  national  meeting,  with 
the  appropriate  foUowup,  to  occur  as 
rapidly  as  we  can  prepare  it,  and  to 
present  as  a  result  of  that  meeting  fur- 
ther proposals  that  may  be  called  for 
at  the  national  level. 

I  think  any  such  group  or  meeting 
must  bring  into  account  these  field 
commanders  I  have  mentioned.  They 
are  the  State  Governors  and  the  attor- 
neys general,  local  school  leaders,  the 
State  and  local  police  and  other  law 
enforcement  agencies,  the  elements  of 
our  criminal  justice  system,  various  re- 
sponsible Federal  agencies  and.  of 
course,  Congress,  the  President,  and 
the  legislatures  and  Governors  of  our 
various  States. 

Mr.  BIDEN.  Mr.  President,  will  the 
Senator  yield  for  just  a  moment? 

Mr.  EVANS.  Indeed  I  will.  Mr.  Presi- 
dent. 

Mr.  BIDEN.  I  think  the  Senators 
idea  is  a  good  one.  but  I  would  like  to 
ask  the  Senator  a  question  not  relat- 
ing to  the  amendment  he  plans  to 
offer,  if  he  will  go  back  to  his  capacity 
as  chief  executive. 

Mr.  EVANS.  Yes,  Mr.  President. 

Mr.  BIDEN.  My  concern  over  the 
years,  as  we  have  debated  this  subject 
of  a  drug  czar,  has  been  that  until  and 
unless  you  have  one  person  who  has 
budgetary  authority,  one  person  who 
can.  in  fact,  make  an  estimate  of  the 
assets  that  are  available  to  conduct 
the  war.  one  person  to  make  that  judg- 
ment, we  find  ourselves  with  conflict- 
ing, very  conflicting  policies  coming 
from  above— theoreticaly,  the  Presi- 
dent—a strong  chief  executive,  who  in 
fact  would  be  able  to  coordinate  all 
that. 

But  I  ask  my  friend  from  Washing- 
ton, and  I  ask  this  sincerely  of  the 
former  Governor  of  the  State  of 
Washington,  is  it  possible  for  a  chief 


executive  to  do  that  without  having  a 
person  to  whom  he  or  she  can  turn 
and  say  "Now  implement  that.  You 
have  the  authority  to  cross  these 
lines?"  Can  that  be  done?  That  is 
really  my  concern. 

Mr.  EVANS.  I  say  to  my  friend  from' 
Delaware  that  I  think  it  can.  I  had  a 
fascinating  experience  in  the  interlude 
between  being  Governor  and  becoming 
a  Senator.  That  was  to  be  president  of 
a  rather  unusual  college,  the  Ever- 
green State  College.  The  way  in  which 
we  operated  included  what  I  think  is 
an  extremely  appropriate  concept,  one 
which  we  ought  to  use  more  frequent- 
ly in  our  own  public  activities  and.  I 
suggest,  one  which  can  and  probably  isy 
being  used  pretty  frequently  in  private 
activities.  That  is  what  they  call  a  dis- 
appearing task  force. 

We  do  not  have  to  be  so  bound  by 
the  boxes  on  an  organizational  chart 
that  we  cannot  put  together,  when 
needed  to  focus  on  a  particular  prob- 
lem, the  kind  of  particular  group  that 
is  required.  And  when  they  finish 
their  task  or  when  it  becomes  appar- 
ent that  we  are  now  at  a  point  where 
individual  agencies  can  carry  on  their 
responsibilities,  that  task  force  can 
disappear. 

As  Governor,  I  did  pretty  much  the 
same  kind  of  thing.  On  a  particular 
is.sue  that  was  of  importance  at  a  par- 
ticular time,  I  brought  together  the 
various  department  heads  but.  from 
the  gubernatorial  level,  said,  "Here  is 
what  we  will  do."  I  may  have  appoint- 
ed from  that  group  one  who  would  be 
a  leader.  We  did  not  have  any  addi- 
tional legislation,  did  not  have  any 
other  framework  necessary  for  that 
person  to  act.  It  accomplishes  perhaps 
some  of  the  same  goals  that  I  think 
the  Senator  from  Delaware  seeks.  But 
I  do  not  really  think  it  takes  a  detailed 
legislative  proposal  to  accomplish  that 
kind  of  effort. 

Mr.  BIDEN.  Will  the  Senator  yield 
for  one  more  moment? 

Mr.  EVANS.  Yes,  Mr.  President. 

D  1140 

Mr.  BIDEN.  I  say  to  my  friend  that  I 
was  prepared  to  accept  that  2  years 
ago.  That  is  what  we  did.  The  adminis- 
tration said,  "We  don't  like  this  drug 
czar,  so  let's  work  it  out  whereby  you 
njake  the  Attorney  General  that 
person, "  and  we  did  that.  We  still  end 
up  with  the  confusion  and  chaos  that 
exists.  And  I  say  that  not  in  a  pejora- 
tive way  with  regard  to  the  Attorney 
General.  I  think  it  is  awfully  difficult 
for  the  Attorney  General  of  the 
United  States  and  the  Secretary  of 
Treasury  to  say  these  Customs  agents 
should  be  assigned  to  do  such  and 
such. 

I  have  been  around  this  town  long 
enough  to  understand  that  the  size 
and  strength  and  the  insatiateness  of 
the  bureaucracies  in  this  town  make  it 
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very  difficult.  Although  some  of  it  le- 
gitimate in  my  view,  we  see  what  is 
happening  in  the  overwhelming  reluc- 
tance of  Caspar  Weinberger  to  be  a 
part  of  any  posse  comitatus.  Senator 
Chiles  had  to  beat  him  up  beside  the 
head  for  4  years,  figuratively  speaking, 
before  we  got  changes  in  that  law.  It 
made  it  very  difficult.  I  have  had,  pri- 
vately. Under  Secretaries  of  various 
departments  tell  me,  "Look,  we  can't 
go  in  and  spend  capital  on  that  issue 
because  we  have  to  spend  capital  in 
order  to  get  the  Secretary  of  such  and 
such  an  agency  to  assign  i  number  of 
Customs  agents  or  the  Secretary  of 
Defense  to  assign  x  number  of  et 
cetera.  We  can't  do  that.  We  are  going 
to  use  up  all  our  capital." 

I  think  what  everybody  is  looking 
for,  and  maybe  the  Senator  has  a 
way— and  I  am  prepared  to  work  with 
him  on  that  way— what  we  are  looking 
for  is  somebody  someplace  within  the 
administration  that,  in  fact,  when 
they  speak  every  one  of  those  Cabinet 
Secretaries  know  they  better  listen. 
They  have  no  option  but  to  listen— one 
person  has  the  authority,  if  it  is  a  dis- 
appearing drug  czar,  if  it  is  a  disap- 
pearing task  force.  But  at  some  point, 
at  some  place,  somebody  has  to  say, 
"This  is  the  plan,  and  you,  Madam 
Secretary,  will  participate,  and  you, 
Mr.  Secretary,  will  participate,  and 
this  is  the  amount  of  your  contribu- 
tion to  participate." 

Absent  that,  I  say  to  my  friend  from 
Washington,  I  do  not  know  how  we 
ever  get  a  handle  on  it.  I  do  not  sug- 
gest it  is  easy,  and  I  do  not  mean  this, 
as  it  may  sound,  as  a  gratuitious  criti- 
cism of  this  administration.  This  ad- 
ministration has  done  more  on  this 
issue  than  the  last  administrations 
have,  so  I  am  not  making  a  partisan 
comment.  I  am  making  from  what  I 
have  observed  in  my  14  years  as  a  U.S. 
Senator,  an  institutional  observation. 
It  seems  as  though  the  only  way  you 
move  a  bureaucracy  around  here  is 
you  plant  about  20  pounds  of  political 
TNT  under  it  and  explode  it.  Other- 
wise, they  do  not  move. 

As  has  been  said  to  me  by  two  essen- 
tially permanent  Under  Secretaries  in 
one  department,  in  a  heated  exchange 
that  occurred  in  my  office.  "Well,  Sen- 
ator, some  day  you  will  go;  we  will  still 
be  here."  They  are  probably  right. 

Mr.  EVANS.  The  Senator  speaks 
with  great  knowledge  and  much  longer 
experience  in  this  Washington  than  I 
have  had,  and  I  would  agree  with  him 
on  one  thing,  that  the  bureaucracy  is 
more  intransigent  and  more  en- 
trenched and  more  difficult  to  deal 
with  here  certainly  than  the  compara- 
tive bureaucracy  in  the  Washington 
State  government  and  I  would  suggest 
probably  in  almost  any  State  govern- 
ment throughout  this  Nation. 

There  was  a  greater  sense  of  team- 
work, willingness  to  work  together  and 
perhaps  even  a  closer  association  or  re- 


lationship between  a  Governor  and 
cabinet  secretaries  than  there  usually 
is  between  a  President  and  his  Cabinet 
Secretaries. 

But  as  the  Senator  described  this  op- 
portunity to  tell  each  Cabinet  Secre- 
tary that  here  is  who  you  respond  to 
and  here  is  who  is  going  to  provide  the 
leadership.  I  believe,  if  I  were  Presi- 
dent—and we  can  all  fantasize  about 
that— first  I  have  to  put  together  the 
plan,  what  it  is  I  want  to  do. 

Now,  some  of  that— in  fact  a  good 
deal  of  it— may  come  from  legislation 
we  pass.  I  believe  there  is  another  ele- 
ment of  equal  or  perhaps  greater  im- 
portance, and  that  is  what  comes  out 
of  a  national  meeting  or  task  force 
that  puts  that  other  added  element 
into  it— the  local  and  State  and  educa- 
tional and  even  parental  and  citizen 
groups  that  are  going  to  be  necessary, 
critical,  to  getting  this  job  done. 

Obviously,  no  czar,  not  even  a  Presi- 
dent, has  direct  authority  to  tell  all  of 
these  elements  of  our  society  what  to 
do.  We  can  encourage,  we  can  work  to- 
gether, and  most  of  all  I  believe  we 
ought  to  listen  to  what  they  can  con- 
tribute to  this  program.  But  once  the 
plan  is  done,  once  we  are  ready  to 
move  in  an  even  more  comprehensive 
way  than  this  bill  would  call  for,  then 
I  think  it  is  possible  for  a  President  to 
call  his  Cabinet  together  and  for  the 
President  to  be  that  person  who  says. 
"Here  is  what  we  are  going  to  do.  here 
is  the  responsibility  of  each  Cabinet 
Secretary's  Department  and  here  is 
who  I  am  asking  to  carry  on  this  re- 
sponsibility." 

Mr.  BIDEN.  Will  the  Senator  yield 
for  a  moment? 

Mr.  EVANS.  Maybe  it  will  work. 
Maybe  it  will  not  work. 

Mr.  BIDEN.  I  think  it  will  work.  I 
think  the  Senator  is  correct.  I  think 
the  added  dimension  he  is  suggesting 
would  be  a  wise  and  useful  dimension. 
But  as  the  Senator  knows,  the  Presi- 
dent already  has  that  authority. 

One  of  the  things  that  disturbs  me  is 
that  it  has  not  been  exercised  to  do 
this,  first.  Second,  he  has  been  encour- 
aged to  do  similar  things  not  to  the 
legislative  process,  but  I  am  encourag- 
ing the  Senator  to  push  the  legislative 
process  as  a  means  by  which  he  is  to 
do  it.  Third,  in  the  bill  right  now  there 
is  a  requirement  that  the  President  do 
what  the  Senator  is  suggesting,  al- 
though not  the  same  way:  we  leave 
more  latitude  for  him.  We  say,  'Mr. 
President,  you  must  come  back  within 
6  months  with  a  plan  for  us." 

I  believe  the  proposal  of  the  Senator 
from  Washington— which  at  some 
point  he  will  offer- 1  believe  it  gives 
the  President  more  guidance,  more  di- 
rection, more  help,  that  I  think  is  very 
positive. 

But  I  just  want  to  make  sure  the 
Senator  understands  that  the  Senator 
from  Delaware  over  these  past  6  years 
did  not  start  off  with  the  notion  there 


had  to  be  a  single  person  who  was  the 
ramrod.  But  every  other  attempt  we 
have  made— right  now  there  is  a  provi- 
sion in  the  law.  the  last  drug  czar  pro- 
posal that  we  passed,  when  we  passed 
the  omnibus  crime  bill,  that  the  Attor- 
ney General  come  forward  with  a  com- 
prehensive report  on  a  due  date  and  , 
do  it  yearly.  We  are  not  there  yet.  We 
have  not  had  that  yet.  So  I  encourage 
the  Senator  to  pursue  his  interest. 

I  just  suggest  that  the  objectives  of 
the  Senator  from  Delaware  are  obvi- 
ously no  different.  Quite  frankly, 
maybe  his  frustration  is  somewhat 
greater,  but  the  objective  is  no  differ- 
ent. 

Mr.  EVANS.  I  thank  the  Senator.  I 
think  we  are  working  down  the  same 
track.  If  there  is  a  difference  between 
now  and  1  year  ago  or  2  or  5  years  ago, 
it  is  with  the  added  focus  on  the  prob- 
lem which  has  come  just  recently,  and 
which  is  typified  by  this  debate  going 
on  right  now  in  the  Senate,  and  by  the 
fact  that  we  are  very  likely  to  have  a 
comprehensive  drug  package  even 
during  this  Congress.  That  is  really 
step  1  of  a  new  and  intensified  war. 

I  would  be  delighted  to  work  with 
the  Senator  from  Delaware  in  crafting 
an  appropriate  kind  of  amendment  to 
ensure  that  we  do  encourage  this 
much  broader  involvement  of  not  only 
the  Federal  Government  but  others  as 
well  in  what  we  are  doing. 

Mr.  President,  I  am  almost  finished, 
but  let  me  say  that  I  also  suggest  I  am 
very  likely  to  come  forward  with  a 
second  amendment,  not  on  this  bill 
but  on  the  continuing  resolution,  be- 
cause I  believe  in  this  bill  we  are  doing 
what  it  is  too  easy  for  us  to  do  during 
the  course  of  a  congressional  session 
after  we  have  come  forward  with  our 
budget  allocations  and  limits,  and  that 
is  to  say  we  want  to  help  this  group  or 
this  country  or  that  problem  and  it 
costs  money,  and  we  blithely  put 
money  into  this  new  interest  or  this 
new  priority  and  say,  'Take  it  from 
somewhere  else;  take  it  from  an  exist- 
ing program."  Take  it  from  something 
that  may  well  be  also  of  high  priority. 
Frankly.  Mr.  President,  this  is  so  im- 
portant that  I  believe  we  ought  to 
honestly  face  up  to  the  costs  and  we 
ought  to  set  forward  a  method  of  find- 
ing revenue.  I  will  suggest  that  I 
cannot  think  of  a  better  place  and 
more  appropriate  way  to  raise  the  rev- 
enue necessary  to  fund  an  all-out  war 
against  drugs  than  to  put  on  not  a  tax. 
because  obvioulsy  the  administration 
is  violently  opposed  to  new  taxation, 
but  I  would  consider  this  a  user  fee. 
Certainly  the  administration  has  sug- 
gested enough  user  fees. 

n  1150 
I  can  think  of  no  better  user  fee 
than  to  put  an  extra,  small  amend- 
ment or  an  addition  onto  the  taxes  al- 
ready in  existence— or  the  user  fees,  if 
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you  will— on  those  who  use  other  legal 
addictive  drugs. 

I  would  suggest  that  we  should  add 
something  to  those  fees  on  alcohol 
and  tobacco,  and  I  can  think  of  no 
better  and  more  appropriate  place  to 
ensure  that  we  have  honestly  and 
straightforwardly  met  the  require- 
ments of  funding  than  to  accomplish 
this  through  an  amendment  to  the 
continuing  resolution.  I  will  make  that 
suggestion  at  the  appropriate  time. 

As  I  close,  let  me  commend  again 
those  who  have  done  so  much  to  bring 
this  problem  to  focus,  to  make  it  a  pri- 
ority in  this  Nation. 

I  commend  the  First  Lady  particu- 
larly and  her  constant  efforts  to  get  at 
the  problem  and  its  solution  precisely 
where  it  has  to  occur,  and  that  is 
within  the  families  and  the  education- 
al systems  and  among  the  young  of 
this  country. 

Finally,  I  commend  the  wisdom  of 
the  bipartisan  group  in  the  Senate 
which  has  crafted  a  bill  which  I  be- 
lieve has  thoroughly  cooled  the  some- 
times overheated  passions  of  the  other 
House  and  has  brought  us  a  proposal 
that  has  a  chance  of  becoming  law,  of 
making  a  difference,  and  of  doing  so 
without  trampling  the  Constitution 
which  we  love  so  much.  It  would  be  an 
awful  thing,  on  the  eve  of  our  bicen- 
termial  celebration  of  that  Constitu- 
tion, to  pass  a  drug  bill  as  was  passed 
through  the  House  of  Representatives. 

Mr.  DeCONCINI.  Mr.  President,  let 
me  say,  while  the  Senator  from  Wash- 
ington is  still  here,  that  I  appreciate 
the  caution  and  concern  with  which 
he  approaches  many  things,  and  cer- 
tainly in  dealing  with  the  rights  of  in- 
dividuals, as  we  approach  what  I  think 
is  a  comprehensive  legislative  action  in 
the  area  of  the  drug  effort  in  this 
country.  I  thank  him  for  bringing  that 
squarely  before  us. 

I  do  not  think  anybody  here  is  anx- 
ious to  violate  any  constitutional 
rights  or  even  to  tread  on  them  in  any 
way.  I  think  it  is  important,  as  we 
move  in  the  waning  days  of  this  Con- 
gress, that  we  take  heed  of  the  Sena- 
tor from  Washington  and  do  be  care- 
ful. 

In  that  vein.  I  also  want  to  thank  a 
number  of  Senators  who  have  been  in- 
volved in  this  matter.  I  will  not  men- 
tion all  of  them. 

I  thank  the  Senator  from  California 
[Mr.  Wilson],  the  Senator  from  New 
York  [Mr.  D'Amato],  the  two  Senators 
from  Florida  [Mrs.  Hawkins  and  Mr. 
Chiles],  who  have  worked  tirelessly— 
Senator  Chiles  on  behalf  of  the  work- 
ing group  on  the  Democratic  side, 
along  with  Senator  Biden  of  Delaware. 

The  two  leaders.  Senator  Dole  and 
Senator  Byrd,  have  been  able  to  fash- 
ion this  together.  Also,  the  Senator 
from  West  Virginia  [Mr.  Rockefel- 
ler]. 

I  just  mention  a  few  who  have  been 
involved  in  the  attempt  to  bring  this 


into  the  realm  of  possibility  and  with- 
out doing  violence  to  what  the  Senator 
from  Washington  has  eloquently 
spoken  of. 

Mr.  President,  I  think  it  is  impor- 
tant, as  we  face  this  legislation,  to 
quickly  look  at  why  we  are  here  today. 
What  brought  us  to  this  point,  where 
the  President  and  Mrs.  Reagan  go  on 
television  and  present  a  very  good 
image  and  awareness  that  there  is  a 
big  problem?  Why  we  are  seeing  the 
House  of  Representatives,  toward  the 
waning  days,  pass  a  mammoth  drug 
bill  that  deals  with  education,  the 
death  penalty,  the  exclusionary  rule, 
education  and  rehabilitation,  and  mili- 
tary participation.  Why?  The  same 
reason  that  some  of  us  in  this  body, 
for  several  years,  have  been  trying  to 
get  the  past  administration,  more  than 
6  years  ago.  and  this  administration  to 
zero  in  on  the  problem. 

The  problem  is  that  we  have  an  epi- 
demic. We  have  an  enemy.  We  talk 
about  a  war.  I  love  to  use  that  term, 
because  it  sounds  tough;  it  makes  good 
talk,  good  speeches.  The  President  and 
the  Attorney  General  are  eloquent'  in 
using  "the  war  on  drugs." 

We  have,  in  fact,  a  war  on  drugs  in 
this  country.  The  best  example  was 
demonstrated  to  me  when  I  was  with 
the  Senator  from  California  in  Los  An- 
geles at  hearings  on  what  needed  to  be 
done  to  stem  the  flow  of  narcotics 
from  Mexico. 

The  chief  of  police,  Mr.  Gates,  who 
has  been  there  about  20  years— I  used 
to  work  with  his  office  when  I  was  a 
prosecuting  attorney  in  southern  Ari- 
zona—said there  has  never  been  a  war 
on  drugs,  and  he  is  right.  He  said  that 
if  you  have  a  war,  you  mobilize  your 
military  assets  and  your  civilians.  You 
get  the  morale  and  the  feeling  behind 
the  people  of  the  country  that  you 
have  to  achieve.  You  have  to  conquer 
and  control  and  win  something.  You 
go  after  that  objective. 

Unfortunately,  too  many  of  us  have 
talked  a  big  line,  and  yet  we  never 
really  declared  war  or  mobilized  the 
troops. 

We  have  before  us  today  the  biparti- 
san omnibus  drug  bill,  which  is  a  be- 
ginning. Let  us  not  kid  the  public  and 
let  us  not  kid  ourselves  that  this  is  a 
war.  This  is  not  an  invasion.  This  is 
the  beginning  of  putting  some  of  the 
blocks  together  that  could  do  some- 
thing about  this  problem. 

One  of  the  stumbling  blocks  we  con- 
tinually face— and  I  appreciate  and  re- 
spect those  in  the  military  as  to  what 
they  consider  their  No.  1  mission,  and 
that  is  to  protect  us  from  foreign  en- 
emies. But,  indeed,  even  President 
Reagan  about  2  months  ago,  if  I  am 
correct,  said  that  the  No.  1  national  se- 
curity issue  was  drugs.  He  was  right  in 
that  statement.  It  has  been  that  way 
for  years.  Yet,  we  have  difficulty 
adopting  amendments  on  this  floor  al- 
locating some  resources  from  the  De- 
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fense  Department,  often  surplus 
equipment,  without  replacing  it  with 
new  money. 

How  many  airplanes  and  helicopters 
do  we  need  all  the  time  on  alert  to 
defend  our  shores  from  foreign  en- 
emies? We  need  a  lot  of  them.  Nobody 
here  is  suggesting  that  we  dissipate  or 
reduce  our  capabilities  so  far  as  de- 
fending ourselves  is  concerned. 

What  many  of  us  have  asked  and 
tried  to  do  over  several  years  is  to 
move  some  of  these  assets,  to  make 
available  to  the  law  enforcement  agen- 
cies in  the  States  as  well  as  the  Feder- 
al agencies  some  of  these  military 
assets.  This  bill  starts  that  process. 

The  total  funding  authorized  in  title 
3.  which  is  the  interdiction,  is  $678 
million— at  least  a  beginning.  The  De- 
partment of  Defense  gets  $362  million. 
The  Coast  Guard  would  acquire  $153 
million.  For  Customs,  the  front-line  ci- 
vilian law  enforcement  agency  to  stop 
drugs  coming  into  this  country.  $115 
million.  The  command  control  and 
communication  and  intelligence  gath- 
ering, something  that  our  law-enforce- 
ment agencies  have  lacked  always,  is 
$25  million. 

The  country  of  the  Bahamas  has 
been  willing  to  work  in  a  most  coordi- 
nated way  with  the  United  States,  per- 
mitting hot  pursuit  into  that  country 
by  our  law-enforcement  airplanes 
when  they  have  somebody  tracked. 
They  have  worked  with  us  to  lift  up 
above  their  skies  radar  that  can  see 
360  degrees.  They  need  more  assist- 
ance, and  there  is  $15  million  in  this 
legislation  for  that. 

The  DEA  will  receive  $7  million,  and 
they  dearly  need  it. 

In  the  Defense  Agency  for  interdic- 
tion, we  have  $138  million  to  refurbish 
and  upgrade  four  existing  E-2-C 
Hawkeye  surveillance  aircraft.  That  is 
for  360-degree  radar.  It  is  a  magnifi- 
cent piece  of  equipment  and  it  is  time 
we  used  some  of  this  magnificent 
equipment  to  stop  the  flow  of  drugs 
into  this  country.  There  is  $49.5  mil- 
lion for  procurement  by  the  Air  Force 
of  three  radar  systems  to  be  used  by 
Customs  where  they  feel  it  is  neces- 
sary. 

There  is  $12,650,000  to  allow  the  Air 
Force  to  transfer  six  helicopters  to 
Customs  for  interdiction  purposes. 
There  is  $12  million  for  increased  in- 
telligence gathering  by  the  Depart- 
ment of  Defense.  There  is  $45  million 
for  the  retrofitting  of  two  360-degree 
radar  systems  on  existing  Coast  Guard 
airplanes,  mainly  the  C-31  aircraft. 

And  the  list  goes  on. 

D  1200 

So  it  is  a  good  thing  in  the  Coast 
Guard  area.  In  the  Coast  Guard  area 
we  have  $20  million  for  voice  privacy. 

It  is  hard  to  believe,  but  today  our 
law  enforcement  officials  cannot  talk 
between    each    other    without    being 
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intercepted  by  many  people,  including 
drug  dealers. 

There  is  $25  million  for  additional 
law  enforcement  personnel  in  the 
Coast  Guard  staffing.  There  is  $38  mil- 
lion for  purchase  of  two  new  C-130's 
and  $70  million  for  purchase  of  eight 
additional  110-foot  cutters  for  the 
Southeastern  part  of  the  United 
States. 

And  Customs,  rightfully  so,  gets  320 
new  additional  interdiction  personnel. 

We  have  to  realize  what  we  have 
done  in  this  country.  We  barely  main- 
tained the  dike  in  the  Customs  area. 

The  budgets  over  the  last  2  years 
have  cut  Customs  severely.  The  1986 
budget  that  we  are  in  now  had  we 
adopted  the  budget  that  was  sent  here 
by  the  President  would  have  been  cut 
by  2,200  personnel  in  Customs.  Con- 
gress took  the  lead  and  we  restored 
those  cuts.  In  1985  1,600  were  request- 
ed to  be  cut.  Congress  responded,  took 
it  upon  themselves  and  restored  those 
positions.  Now  we  are  talking  about 
adding  a  few  more  so  we  can  continue 
this  battle.  I  use  "battle"  not  war  as  I 
outlined  in  the  beginning. 

Later  in  the  debate  here,  Mr.  Presi- 
dent, because  I  know  others  are  anx- 
ious to  speak  in  this  opening  state- 
ment period,  I  may  offer  some  amend- 
ments to  add  additional  military  per- 
sonnal.  and  I  am  working  with  some  of 
the  Members  here.  It  is  not  my  intent 
to  disrupt  a  bipartisan  effort.  My 
amendments  will  not  be  of  such  a 
nature  that  I  believe  will  cause  any- 
body to  have  caniptions  that  we  are 
dealing  in  constitutional  problems 
here.  But  it  will  insist  that  the  mili- 
tary get  heavily  involved. 

Title  III  of  this  bipartisan  drug  bill 
also  has  several  critical  changes  in  the 
the  law  that  close  existing  loopholes 
in  the  law  that  allow  certain  types  of 
trafficking  activities  to  take  place  un- 
interrupted. Specifically,  the  bill  con- 
tains the  Customs  Enforcement  Act  of 
1986. 

Mr.  President,  I  ask  unanimous  con- 
sent that  a  summary  of  that  be  print- 
ed in  the  Record. 

There  being  no  objection,  the  sum- 
mary was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Subtitle  B.  Customs  Enforcement  Act  of 
1986 

This  section: 

Clarifies  some  of  the  definitions  in  the 
Tariff  Act. 

Increases  vessel  arrival  reporting  require- 
ments and  provides  substantial  criminal  and 
civil  penalties  for  violating  the  arrival  re- 
porting requirements. 

Clarifies  existng  law  to  require  that  per- 
sons arriving  in  the  U.S.  as  pedestrians  im- 
mediately report  their  arrival  to  the  U.S. 
Customs  Service. 

Establishes  forfeiture  and  fines  as  the 
penalties  for  failure  to  declare  items  which 
are  imported  and  increases  the  penalties  for 
filing  false  manifests  and  for  unlawfully  un- 
loading merchandise, 

Makes  it  unlawful  to  possess  merchandise 
knowing  or  intending  that  it  be  unlawfully 


introduced  into  the  U.S.  or  to  transfer  mer- 
chandise between  an  aircraft  and  a  vessel  on 
the  high  seas  if  the  plane  or  boat  is  of  U.S. 
nationality  or  if  the  circumstances  indicate 
that  the  purpose  is  to  introduce  the  mer- 
chandise into  the  U.S.  in  violation  of  U.S. 
law.  Violators  are  subject  to  civil  and  crimi- 
nal penalties  and  civil  forfeiture. 

Streamlines  the  procedure  for  forfeiture 
of  conveyances  for  payment  of  penalties.  It 
also  provides  for  the  forfeiture  of  convey- 
ances used  to  transport  controlled  sub- 
stances, but  provides  for  the  return  of  the 
conveyance  if  it  is  determined  that  neither 
the  owner  nor  the  operator  of  the  convey- 
ance knew  nor  should  have  known  about 
the  presence  of  the  contraband. 

Expands  the  Customs  civil  search  and  sei- 
zure warrant  to  cover  any  article  subject  to 
seizure,  such  as  conveyances  and  monetary 
instruments,  rather  that  just  imported  mer- 
chandise. 

Amends  the  Tariff  Act  to  treat  amounts 
tendered  in  lieu  of  merchandise  subject  to 
forfeiture  in  the  same  manner  as  the  pro- 
ceeds of  sale,  so  that  they  may  be  deposited 
in  the  Forefeiture  Fund,  and  to  allow 
agency  expenditures  to  be  paid  before  liens. 

Allows  Secretary  of  the  Treasury  to  exer- 
cise some  discretion  in  determining  the 
amount  of  rewards  for  informants. 

Permits  the  Secretary  of  the  Treasury  to 
require  landing  certificates  to  comply  with 
international  obligations,  such  as  bilateral 
or  multilateral  agreements  to  reduce  or  pre- 
vent smuggling. 

Clarifies  the  Secretary's  authority  to  ex- 
change information  with  foreign  customs 
and  law  enforcement  agents. 

Grants  the  Secretary  authority  to  operate 
customs  facilities  in  foreign  countries  and  to 
extend  U.S.  Customs  laws  to  foreign  loca- 
tions (with  the  consent  of  the  country  con- 
cerned). 

Authorizes  the  Secretary  to  utilize  com- 
mercial "cover"  corporations  and  bank  ac- 
counts and  to  lease  property  and  pay  for 
services  without  complying  with  the  normal 
requirements  which  would  reveal  govern- 
ment involvement  when  such  activities  are 
needed  in  authorized  investigative  oper- 
ations. It  also  makes  clear  that  the  usual 
laws  governing  banking  deposits  and  space 
rentals  do  not  apply  in  such  undercover  op- 
erations. 

Establishes  that,  while  documented 
yachts  do  not  have  to  make  formal  entry, 
they  must  report  their  arrival  to  Customs 
and  declare  any  goods  on  board. 

Eliminates  restrictions  on  the  ability  of 
Customs  officers  to  enlist  the  aid  of  other 
law  enforcement  officers  or  civilians  in  ap- 
prehending violators,  raises  the  penalties 
for  failure  to  render  assistance,  and  provides 
protection  for  civilians  who  render  such  aid. 

Raises  the  amount  which  must  be  report- 
ed by  a  person  who  exports  or  imports  mon- 
etary instruments  to  $10,000. 

Makes  it  unlawful  for  a  U.S.  citizen  or  a 
person  aboard  a  U.S.  aircraft  to  possess  con- 
trolled substances  with  an  intent  to  manu- 
facture or  distribute  or  for  any  person 
aboard  an  aircraft  to  possess  with  an  intent 
to  manufacture  or  distribute  a  controlled 
substance  knowing  or  intending  that  it  be 
unlawfully  introduced  into  the  U.S. 

Provides  criminal  penalties  for  wilfully  op- 
erating aircraft  at  night  without  lights  in 
conjunction  with  drug  trafficking  and  for 
the  wilfuU  use  and/or  installation  of  unlaw- 
ful fuel  systems  in  aircraft.  It  also  subjects 
unlawful  fuel  systems  and  the  aircraft  in 
which  they  are  installed  to  seizure  and  civil 
forfeiture. 


Subtitle  C.  Maritime  Drug  Law 
Enforcement  PROSEctrrioN  Act  of  1986 

This  section  resolves  prosecutorial  prob- 
lems which  arise  during  criminal  trials  as  a 
result  of  the  execution  of  existing  author- 
ity, which  allows  the  Coast  Guard  to  stop 
and  board  certain  vessels  at  sea  and  make 
arrests  and  seizures  for  violations  of  U.S. 
laws. 

In  addition,  this  section  creates  a  new  of- 
fense to  make  it  unlawful  under  U.S.  law  to 
possess  with  intent  to  distribute  a  controlled 
substance  aboard  a  vessel  located  within  the 
territorial  sea  of  another  country  where 
that  country  affirmatively  consents  to  en- 
forcement action  by  the  U.S. 

Subtitle  D.  Reports  on  Department  of 
Defense  Drug  Control  Activities 

This  section  requires  the  National  Drug 
Enforcement  Policy  Board  to  report  to  Con- 
gress on  the  manner  and  extent  to  which 
the  Department  of  Defense  should  be  in- 
volved in  drug  law  enforcement  activities. 

It  also  mandates  a  joint  National  Drug 
Enforcement  Policy  Board/Department  of 
Education  report  to  Congress  on  drug  edu- 
cation efforts  in  schools  operated  by  the  De- 
partment of  Defense. 

Subtitle   E.   Driving   While   Impaired   by 
Drug  Intoxication  as  an  Under  the  Uni- 
form Code  of  Military  Justice 
This  section  makes  it  an  offense  under  the 
U.S.  Code  of  Military  Justice  to  drive  while 
under  the  influence  of  drugs. 
Subtitle  F.  Drug  Interdiction  Assistance 
to  Civilian  Law  Enforcement  Officials 
This  section  permits  the  Department  of 
Defense  to  loan  personnel  to  civilian  law  en- 
forcement agencies  to  operate  and  maintain 
equipment  used  by  those  agencies  to  assist 
foreign  governments  in  drug  interdiction  ac- 
tivities. 

Subtitle  G.  Air  Safety 
This  section  establishes  a  Federal  viola- 
tion for  the  use  of  an  unregistered  aircraft 
in  conjunction  with  transporting  controlled 
substances  and  provides  for  the  seizure  of 
such  aircraft.  It  also  allows  States  to  impose 
criminal  penalties  for  the  use  or  attempted 
use  of  forged  or  altered  aircraft  registra- 
tions. 

Subtitle  H.  Communications 
This  section  would  authorize  the  Federal 
Communications  Commission  to  revoke  the 
licenses  of  individuals  who  use  their  licenses 
for  drug-related  activities  and  to  seize  com- 
munications equipment  used  in  such  activi- 
ties. 

Subtitle  I.  Drug  Law  Enforce;uEnt 
Cooperation  Study 
The  National  Drug  Enforcement  Policy 
Board,  in  consultation  with  the  National 
Narcotics  Border  Interdiction  System  and 
State  and  local  law  enforcement  officials, 
shall  study  Federal  drug  law  enforcement 
efforts  and  make  recommendations.  The 
Board  shall  report  to  Congress  within  180 
days  of  enactment  of  this  section  on  its  find- 
ings and  conclusions. 

Subtitle  J.  Emergency  Assistance  by    \ 

Department  of  Defense  Personnel 
The  first  subsection,  by  slightly  amending 
existing  statutes,  provides  for  limited  use  of 
the  military  in  drug  interdiction.  Current 
law  allows  the  use  of  military  personnel  and 
equipment  outside  of  the  land  area  of  the 
U.S.  to  enforce  the  Controlled  Substances 
Act  or  to  transport  civilian  law  enforcement 
officers  seeking  to  enforce  the  Controlled 
Substances  Act  upon  the  declaration  of  an 
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••emergency  circumstance"  by  the  Attorney 
General  and  the  Secretary  of  Defense.  The 
bill  clarifies  the  term  'emergency  circum- 
stance '•  by  declaring  that  an  emergency  cir- 
cumstance exists  when:  (1)  the  size  and 
scop>e  of  the  suspected  criminal  activity  in  a 
given  situation  poses  a  serious  threat  to  the 
interests  of  the  United  States;  and  (2)  en- 
forcement of  the  law  would  be  seriously  im- 
paired if  assistance  were  not  provided.  It 
also  mandates  that  the  Secretary  of  State 
shall  be  consulted  prior  the  declaration  of 
an  emergency  circumstance. 

The  second  subsection  allows  military  per- 
sonnel to  intercept  vessels  and  aircraft  for 
the  purpose  of  identifying,  monitoring,  and 
communicating  the  location  and  movement 
of  the  vessel  or  aircraft  until  such  time  as 
Federal.  State,  and  local  law  enforcement 
officials  can  assume  responsibility.  Current 
law  provides  that  the  military  may  not  be 
used  to  interdict  or  to  interrupt  the  pas.sage 
of  vessels  or  aircraft. 

Mr.  DeCONCINI.  Mr.  President,  the 
bill  also  contains  the  Maritime  Drug 
Law  Enforcement  Prosecution  Act  of 
1986:  the  air  safety  provisions  that  ad- 
dress controlled  substances  being 
flowr-n  into  the  United  States  on  unreg- 
istered aircraft  and  other  problems  re- 
lating thereto;  tough  penalties  against 
those  with  PCC  licenses  who  use  their 
licenses  for  drug-related  purposes;  and 
several  studies  that  call  for  anlaysis  of 
expanded  use  of  the  military  in  the 
drug  "war"  and  coordination  of  Feder- 
al antidrug  efforts. 

The  bill  also  clarifies  existing  law 
with  regard  to  the  direct  involvement 
of  the  military  in  drug-interdiction  ac- 
tivities and  operations. 

Frankly,  Mr.  President,  it  does  not 
go  far  enough.  The  Senator  from 
Delaware,  the  Senator  from  Florida, 
and  the  Senator  from  New  York  for  a 
long  time  have  been  talking  about  a 
national  drug  coordinator,  and  this 
country  needs  it.  It  has  not  worked 
under  the  Attorney  General.  That  is 
no  fault  of  his  particularly,  but  it  has 
not  worked. 

Finally,  Mr.  President,  let  me  say 
this  is  a  good  bill.  It  is  the  beginning. 
It  could  have  gone  a  lot  further,  of 
course.  It  could  have  brought  in  the 
military  further,  of  course,  and  maybe 
it  will.  It  could  have  done  greater  pen- 
alties for  traffickers,  of  course,  and 
maybe  that  will  be  offered  too. 

We  could  have  bent  the  rules  on  the 
Posse  Comitatus  Act  but  we  do  not  do 
that. 

We  are  going  to  offer  amendments  I 
believe  to  involve  the  military  in  a  re- 
sponsible way  even  more,  and,  yes,  I 
would  probably  support  some  adjust- 
ments in  many  of  these  areas  if  they 
are  offered. 

But.  on  balance,  this  is  a  bill  that 
should  have  broad  bipartisan  support. 
It  is  a  move  in  the  right  direction,  but 
let  us  not  kid  ourselves.  This  is  not 
going  to  end  the  flow  of  drugs  into 
this  country.  It  has  to  be  a  three- 
pronged  effort  with  education,  reha- 
bilitation, going  to  the  source  coun- 
tries  that   develop   these   drugs   and 


transhipment  toward  this  country  and 
other  user  countries  and.  of  course, 
interdiction  to  stop  it  at  our  borders.  I 
am  proud  to  be  a  cosponsor  of  this  bill. 

I  yield  the  floor. 

The  PRESIDING  OFFICER  (Mr. 
Heinz).  Who  seeks  recognition? 

The  Senator  from  New  York. 

Mr.  DAMATO.  Mr.  President.  I  rise 
today  in  support  of  S.  2878,  the  bipar- 
tisan Senate  drug  bill,  of  which  I  am  a 
cosponsor.  This  is  a  strong  and  com- 
prehensive antidrug  package  that 
wisely  recognizes  the  need  to  reduce 
both  the  supply  of,  and  the  demand 
for,  drugs. 

Mr.  President,  we  have  heard  some 
express  the  concern  that  there  is  a 
rush  to  legislate.  I  wish  to  emphasize 
how  many  of  the  provisions  of  this  bill 
have  either  passed  the  Senate  or  have 
been  subject  of  extensive  hearings. 

I  am  pleased  that  many  of  the  legis- 
lative initiatives  that  are  in  this  bill 
are  included  because  the  Senator  from 
Florida,  Senator  Hawkins,  the  Sena- 
tor from  Arizona.  Senator  DeConcini. 
Senator  Chiles,  many  others  and  1 
have  worked  on  them  for  several 
years. 

We  have  passed,  for  example,  the 
money  laundering  bill  unanimously  in 
this  body.  We  acted  on  that  bill  to  give 
us  the  ability  to  go  after  the  major 
money  sources  and  combat  the  money 
laundering  that  passes  from  $20  bil- 
lion to  $40  billion  a  year  through  fi- 
nancial institutions,  and  to  make 
money  laundering  a  crime  for  the  first 
time. 

There  are  other  areas  that  we  could 
talk  about  that  have  passed  before: 

Increased  military  support  for  drug 
interdiction,  as  approved  by  the 
Senate  unanimously  last  August  as 
part  of  the  Defense  Department  reau- 
thorization bill:  and 

The  requirement  that  the  Depart- 
ment of  Defense  help  locate  facilities 
that  are  suitable  for  additional  prison 
space,  also  included  in  the  Defense  re- 
authorization bill. 

There  is  a  mandatory  prison  term 
for  crack  and  other  dealers. 

Mr.  President,  let  me  say  I  will  be 
supporting  amendments  that  some 
might  think  are  controversial,  but  that 
are  long  overdue.  We  have  had  no  war 
on  drugs.  We  have  had  a  lot  of  rheto- 
ric. The  people  are  tired  of  the  so- 
called  war  that  is  declared  from  time 
to  time  whenever  we  hit  a  crisis 
period,  but  that  results  in  little  action. 
I  will  be  supporting  an  amendment 
similar  to  the  one  passed  in  the  House 
of  Representatives  that  calls  for  the 
death  penalty  for  drug  kingpins. 

I  intend  to  support  an  amendment 
as  provided  for  in  the  House  bill  man- 
dating that  the  military  participate  in 
our  battle  against  the  scourge  and  epi- 
demic of  drugs. 

The  American  people  are  complain- 
ing,  but  what  they  are  complaining 


about  is  not  a  rush  to  legislation,  but 
about  the  rhetoric  without  action. 

Several  of  my  colleagues  have  indi- 
cated that  we  must  mobilize  our  re- 
sources. They  are  absolutely  correct.  I 
will  support  the  effort  to  allocate  addi- 
tional resources,  so  that  we  can  really 
undertake  this  battle  without  just 
shifting  funds  from  other  necessary 
programs  to  this  program. 

It  is  also  time  that  we  established 
meaningful  education  programs.  It  is  a 
national  disgrace  to  see  how  many  of 
our  schools  have  failed  to  provide  an 
effective  drug  and  alcohol  education 
programs.  It  is  a  tragedy  to  have  a  sit- 
uation where  those  who  wish  to  break 
the  dependencies  of  drug  addiction 
have  no  rehabilitation  facilities  to 
turn  to. 

So  it  is  a  comprehensive  effort  that 
is  long  overdue.  We  simply  cannot 
afford  to  throw  up  our  hands  and  say 
that  the  drug  and  alcohol  culture  is 
here  to  stay  and  we  cannot  do  any- 
thing about  it.  There  are  those  who 
would  have  us  surrender. 

I  agree  with  Senator  DeConcini 
when  he  said,  make  no  mistake  about 
it.  we  are  not  going  to  be  instanta- 
neously successful,  no  matter  how 
comprehensive  the  legislative  we  pass 
might  be.  But  it  is  a  necessary  begin- 
ning. So  I  intend  to  support  this  bill 
and  support  those  amendments  that  I 
believe  will  make  it  an  even  better  bill. 

The  PRESIDING  OFFICER.  The 
Senator  from  Florida. 

Mr.  CHILES.  Mr.  President,  more 
than  200  years  ago,  a  very  great  Amer- 
ican took  a  good  look  at  our  people, 
and  told  them  a  painful  truth. 

He  said  American  people  were  "more 
disposed  to  suffer,  while  evils  are  suf- 
ferable,  than  to  right  themselves  by 
abolishing  the  forms  to  which  they  are 
accustomed." 

Those  words.  Mr.  President,  were 
Thomas  Jefferson's.  And  he  put  them 
in  the  Declaration  of  Independence. 

They  were  true  then.  They  have  cer- 
tainly been  true  in  recent  years.  We 
have  suffered  the  evils  of  drugs,  and 
we  have  dqne  so  for  a  long  time.  But 
finally— throughout  the  Nation— we 
have  decided  once  again  to  abolish 
those  forms  to  which  we  have  become 
accustomed. 

As  the  Senate  takes  up  this  drug  bill 
today,  we  are  reviving  the  spirit  of  our 
founding  declaration. 

We  have  put  up  with  drugs  long 
enough.  We  are  determined  to  break 
the  drug  connection. 

But  even  with  all  our  determination, 
let  us  be  clear  from  the  very  onset 
about  the  scope  of  our  effort. 

Some  people  will  say  we  cannot  win 
the  drug  war  by  throwing  money  at  it. 
and.  I  agree. 

We  cannot  win  the  war  with  larger 
police  forces,  though  they  will  surely 
help. 
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We  cannot  win  the  war  with  inter- 
diction in  the  host  countries  alone, 
even  though  we  have  got  to  press  for- 
eign governments  to  clamp  down  on 
the  drug  traffic. 

The  fact  is,  you  can  list  all  the 
things  governments  can  do  from  the 
local,  to  the  State  to  the  Federal  level, 
and  you  come  up  with  the  same  reali- 
ty: we  cannot  win  this  war  by  formu- 
las, rhetoric  or  decree. 

But  there  is  an  ultimate  weapon 
that  can  win  the  war  on  drugs  when 
matched  with  all  the  things  I  have 
mentioned. 

The  ultimate  weapon  is  a  double- 
barreled  attack  of  public  outrage  and 
community  involvement. 

We  have  this  bill  on  the  floor  today 
because  as  a  nation  of  hometowns, 
neighborhoods  and  families  we  have 
stood  up  and  said,  "enough.  No  more 
poison." 

To  the  dealers  who  peddle  illicit 
chemistry  to  people  of  any  age,  we 
have  said,  "our  streets  will  not  become 
toxic  waste  dumps  of  the  drug  trade." 

D  1210 

We  will  not  allow  you  to  shanghai 
our  schoolchildren  into  the  deadly 
slavery  of  drug  users. 

The  measures  we  propose  today  are 
not  the  sole  result  of  what  the  Presi- 
dent says,  or  what  the  Congress 
thinks,  although,  as  institutions,  both 
feel  the  same  disgust  over  drugs. 

This  bill  reflects  the  collective  re- 
sentment of  Miami,  FL;  of  Dover,  DE; 
New  York  City;  Aberdeen,  SD;  and  Ar- 
izona. 

People  in  every  State,  all  our  coun- 
tries, each  school,  civic  club.  Church 
and  subdivision  understand  they  could 
be  the  next  ground  zero  for  a  drug  as- 
sault. 

In  the  past  few  years,  we  have  dis- 
covered the  terror  of  designer  drugs 
that  can  be  made  at  home  in  the  base- 
ment. These  drugs— thousands  of 
times  more  potent  than  heroin- 
produce  horrible  symtoms  and  even 
death.  These  drugs  like  fentanyl  are 
addressed  in  the  bill. 

The  whole  Nation  now  knows  about 
crack  cocaine.  They  know  it  can  be 
brought  for  the  price  of  a  cassette 
tape,  and  make  people  into  slaves.  It 
can  turn  promising  young  people  into 
robbers  and  thieves,  stealing  anything 
they  can  to  get  the  money  to  feed 
their  habit. 

When  you  see  things  like  that,  it 
troubles  me  to  hear  some  people  say 
the  war  on  drugs  is  an  election-year 
phenomenon.  I  have  heard  it  said  poli- 
ticians just  want  to  be  heard  in  opposi- 
tion to  drugs. 

Well,  Mr.  President,  what  the  politi- 
cians are  hearing  are  the  same  things 
Time  magazine  and  Newsweek  have 
heard.  It  is  the  same  thing  Nightline, 
NBC  and  CBS  have  heard.  It  is  the 
same  thing  teachers,  preachers,  and 
police  have  heard  in  Pensacola,  Orlan- 


do, Jacksonville,  Wildwood,  and  com- 
munities throughout  my  State. 

And  what  they  are  hearing  is  that 
people  are  fed  up  with  drugs.  So,  Mr. 
President,  Let  us  remember  that  drugs 
have  no  respect  for  party  lines.  State 
lines,  or  economic  differences,  or 
races.  It  does  not  matter  whether  you 
were  born  rich,  raised  poor,  work  in  a 
factory  or  sit  behind  a  desk.  The  drug 
threat  pervades  any  category  you  can 
invent. 

This  Nation  is  angry.  It  is  sick  of  the 
pushers,  dealers  and  hoods  who  have 
made  their  living  off  the  lives  of  our 
young. 

What  people  want  is  nothing  less 
than  a  national  drug  bust.  And  they 
are  ready  and  willing  to  do  it  one  com- 
munity and  one  person  at  a  time. 

And  this  the  time. 

The  bill  before  the  Senate  is  tough. 
But  it  is  not  the  keystone  of  the  solu- 
tion to  drugs.  The  keystone  is  public 
indignation.  The  public  is  telling  Con- 
gress they  want  drugs  off  the  street, 
and  they  want  us  to  help. 

This  will  help  our  law  enforcement 
officials  by  strengthening  criminal 
penalties  for  drugs  like  crack  cocaine. 
This  is  an  absolutely  essential  first 
first  step.  Current  law  makes  it  very 
difficult  to  arrest  and  convict  crack 
dealers  and  traffickers.  The  stiffest 
penalties  for  possession  of  cocaine,  for 
instance,  apply  for  possession  of  1  kilo 
of  cocaine.  A  kilo  is  enough  to  produce 
as  much  as  25,000  rocks,  or  doses,  of 
crack.  The  kilo  limit  imposes  no  diffi- 
culties on  the  traffickers  and  dealers. 
Police  also  have  difficulty  arresting 
the  operators  of  crack  houses,  the 
places  where  users  congregate  to  pur- 
chase and  use  crack.  When  police  raid 
these  crack  houses,  the  dealers  and 
users  can  easily  dispose  of  the  drugs, 
thus  avoiding  arrest.  This  bill  makes  it 
a  felony  to  operate  such  a  house,  to  be 
present  at  the  house. 

This  legislation  will  provide  en- 
hanced penalties  for  drug  offenses.  It 
will  decrease  the  amount  necessary  for 
the  stiffest  penalties  to  apply.  Those 
who  possess  5  or  more  grams  or  co- 
caine freebase  will  be  treated  as  seri- 
ous offenders.  Those  apprehended 
with  50  or  more  grams  of  cocaine  free- 
base  will  be  treated  as  major  offend- 
ers. Such  treatment  is  absolutely  es- 
sential because  of  the  especially  lethal 
characteristics  of  this  form  of  cocaine. 
Five  grams  can  produce  100  hits  of 
crack.  Those  who  possess  such  an 
amount  should  have  the  book  thrown 
at  them.  The  damage  100  hits  can  in- 
flict upon  users  more  than  warrants 
this  treatment. 

The  legislation  will  also  create  an  of- 
fense for  employing,  hiring,  or  using 
children  to  distribute  drugs.  It  in- 
creases fines  and  includes  minimum 
mandatory  penalties  for  all  serious 
drug  offenses.  These  bills  will  help 
police  put  behind  bars  the  dealers  and 
traffickers  in  drugs.  Those  who  lead 


our  young  down  the  path  to  addiction 
will  have  to  think  twice  about  their  ac- 
tions or  pay  the  price. 

The  measure  also  recognizes  the  im- 
portance of  education  in  efforts  to 
stop  the  abuse  of  dangerous  drugs. 
The  bill  proposes  a  Federal  program 
of  assistance  for  States  and  local  edu- 
cation agencies  to  train  teachers  and 
develop  curriculum.  Support  is  provid- 
ed for  regional  centers  to  train  school 
teams— principals,  teachers,  counsel- 
ors—in prevention  strategies. 

Other  provisions  provide  for  essen- 
tial assistance  to  treatment  and  reha- 
bilitation facilities.  This  would  include 
funding  for  a  model  program  which  is 
specifically  targeted  to  at-risk  youths. 
These  youths— latchkey  children, 
dropouts,  pregnant  teens,  abused  and 
neglected  children— are  most  suscepti- 
ble to  the  allure  of  drugs. 

Students  will  be  faced  with  the 
temptations  of  crack  and  other  drugs 
during  their  school  years.  It  is  essen- 
tial that  we  provide  them  with  the 
knowledge  and  the  support  systems 
which  will  allow  them  to  resist  these 
temptations. 

Other  provisions  focus  upon  inter- 
diction, attempting  to  'increase  our 
abilities  to  control  international  traf- 
ficking in  narcotics.  Our  borders,  quite 
frankly,  are  not  secure,  and  if  we  are 
to  win  this  drug  war,  we  must  attack 
the  supply  of  illicit  drugs  as  well  as 
reduce  their  demand  through  educa- 
tion and  rehabilitation  programs. 

Mr.  President,  title  IV  of  the  bill  in- 
cludes $678  million  to  be  used  primari-- 
ly  to  improve  the  drug  interdiction  ca- 
pabilities of  our  civilian  law  enforce- 
ment agencies.  Included  in  that  total 
is  $362  million  for  the  Department  of 
Defense  primarily  for  assets  to  be 
transferred  to  the  Customs  Service. 
Also  included  is  $153  million  for  the 
Coast  Guard;  $116  million  for  the  Cus- 
toms Service;  $25  million  for  communi- 
cations, command,  control  and  intelli- 
gence centers;  $15  million  for  a  joint 
United  States-Bahamian  task  force 
and  $7  million  for  the  Department  of 
Justice. 

Mr.  President,  because  an  effort  has 
been  made  in  this  legislation  to  pro- 
vide funds  for  general  purposes  as  op- 
posed to  providing  in  specific  detail 
what  they  would  be  used  for,  I  believe 
it  is  important  for  us  to  have  some  leg- 
islative history  to  back  up  the  num- 
bers, particularly  in  terms  of  the  kinds 
of  assets,  we  believe,  should  be  pro- 
cured with  the  funding  provided. 

For  the  Department  of  Defense,  the 
bill  includes  $212  million  of  funding 
that  was  previously  passed  by  the 
Senate  and  included  in  the  defense  au- 
thorization bill.  This  funding  includes 
$138  million  to  refurbish  four  E2CS 
for  the  use  by  the  Customs  Service  on 
the  Southwest  border;  $49.5  million 
for  three  land-based  aerostats:  $12.6 
million  for  the  transfer  of  six  air  force 
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helicopters  to  Davis  Monthan  Air 
Force  Base;  and  $12  million  for  the 
Department  of  Defense  intelligence 
collection  activities.  With  the  excep- 
tion of  $12  million  included  for  the  im- 
provements of  DOD  intelligence  col- 
lection activities,  the  funds  procure 
equipment  to  be  used  by  the  Customs 
Service.  An  additional  $60  million  of 
the  Department  of  Defense  funds  are 
authorized  for  the  use  by  the  Coast 
Guard:  $45  million  of  this  is  for  the 
retrofitting  of  two  existing  Coast 
Guard  long-range  surveillance  aircraft 
with  360-degree  radars  and  $15  million 
to  fund  500  active  duty  Coast  Guard 
personnel  to  be  deployed  on  Navy  plat- 
forms. An  additional  $90  million  is  in- 
cluded for  DOD  funding  for  the  pro- 
curement of  twin-engine  pursuit  heli- 
copters and  four  aerostat  radar  sys- 
tems to  be  located  at  the  highest  drug 
threat  sites,  the  actual  sites  are  to  be 
agreed  to  by  the  Commissioner  of  Cus- 
toms and  the  Commandant  of  the 
Coast  Guard. 

Appropriated  to  the  Coast  Guard  is 
an  additional  $114  million  for  the  ac- 
quisition, construction  and  improve- 
ment account;  $20  million  of  this  is  for 
secure  communications;  $38  million  is 
intended  for  the  procurement  of  two 
C-130  aircraft;  and  $56  million  is  in- 
cluded for  the  procurement  of  eight 
new  110-foot  patrol  boats.  In  the  oper- 
ations account,  $25  million  is  included 
to  permit  an  increase  in  Coast  Guard 
personnel  by  584  positions  and  $14 
million  is  included  for  the  operation  of 
the  eight  new  110- foot  patrol  boats. 

Mr.  President,  title  IV  of  the  legisla- 
tion establishes  a  joint  United  States- 
Bahamian  task  force  with  a  total  of 
$15  million  in  funding;  $5  million  of 
this  is  for  the  initial  cost  of  a  joint 
Coast  Guard-Bahamian  docking  facili- 
ty which  is  projected  to  cost  a  total  of 
$20  million  when  completed. 

For  the  Customs  Service,  we  provid- 
ed funding  for  both  equipment  and  ad- 
ditional personnel.  For  equipment,  we 
have  included  $21  million  for  voice  pri- 
vacy and  electronic  equipment;  $2.6 
million  for  marine  interdiction  inter- 
cepter  vessels;  $50  million  for  10  inter- 
cepter  and  high  endurance  tracker  air- 
craft; $41.3  million  is  provided  for  ad- 
ditional personnel  and  training  ex- 
penses. 

Finally,  Mr.  President,  $7  million  is 
provided  for  the  Department  of  Jus- 
tice for  a  twin-engine  helicopter 
equipped  with  appropriate  radar  de- 
vices for  drug  interdiction  activities  in 
Hawaii. 

Title  rv  also  includes  several  new  au- 
thorizations: 

It  expands  and  clarifies  the  author- 
ity of  the  Coast  Guard  to  stop  and 
board  certain  vessels  at  sea  and  to 
make  arrests  and  seizures  for  viola- 
tions of  U.S.  laws; 

It  expands  Customs  Service  enforce- 
ment powers  over  vessels  and  aircraft 


and  increases  criminal  and  civil  penal- 
ties for  violations  of  U.S.  law. 

It  slightly  expands  the  Department 
of  Defense's  authority  to  intercept 
vessels  or  aircraft  for  the  purpose  of 
identifying,  monitoring  and  communi- 
cating the  location  and  movement  of 
such  vessels  or  aircraft  until  such 
times  as  nonmilitary  law  enforcement 
personnel  can  assume  responsibility. 

Mr.  President,  if  we  are  to  success- 
fully battle  crack  and  the  drug  prob- 
lem in  this  country,  all  of  these  meas- 
ures must  be  passed.  We  must  attack 
the  drug  war  on  all  fronts— or  risk 
losing.  I  can  think  of  no  other  legisla- 
tion which  should  merit  the  universal 
approval  of  all  of  us  here  in  the  Con- 
gress. Too  many  people  are  painfully 
affected  by  drugs  in  this  country  for 
us  not  to  take  action.  I  urge  my  col- 
leagues to  give  this  bill  immediate  and 
serious  attention.  It  certainly  will  pre- 
vent crime,  and  it  certainly  will  save 
lives. 

D  1220 

Mr.  GOLDWATER  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Arizona. 

Mr.  GOLDWATER.  Mr.  President,  I 
am  going  to  be  fairly  short  in  my  com- 
ments on  this  amendment  because 
there  really  is  not  much  that  needs  to 
be  said. 

In  my  years  in  the  Senate,  I  have 
seen  and  heard  a  lot  of  things  that 
made  no  sense.  But  I  have  to  say  that 
in  all  those  years,  I  have  never  seen 
anything  that  makes  less  sense  or  that 
is  more  shortsighted  than  an  amend- 
ment that  was  placed  in  the  House  on 
this  bill,  and  which  I  hope  does  not 
appear  on  the  Senate  floor. 

Mr.  President,  for  more  than  200 
years,  the  United  States  has  prided 
itself  on  the  fact  that  our  uniformed 
military  have  remained  subservient  to 
civilian  governmental  control,  con- 
trary to  the  case  of  many  of  the  gov- 
ernments which  have  appeared  and 
then  disappeared  during  that  time 
right  here  in  our  own  hemisphere.  No 
small  measure  of  that  200  years  of  tra- 
dition has  been  the  conscious  and  in- 
tentional efforts  to  avoid  and  even 
prohibit  the  direct  involvement  of  uni- 
formed military  personnel  in  the  en- 
forcement of  civilian  laws— or  stated 
more  blunty— the  imposition  of  mar- 
tial law. 

Following  the  Civil  War,  when  some 
of  the  Nation's  leaders  lost  sight  of 
this  American  heritage  in  their,  per- 
haps understandable,  attempts  to 
ensure  that  civil  war  would  not  re- 
ignite,  martial  law  was  imposed  in  the 
South.  In  order  to  return  the  country 
to  its  long  and  successful  tradition  of 
separation  of  military  and  civil  func- 
tions, the  Congress  enacted  a  statute, 
commonly  known  as  Posse  Comitatus, 
which  prohibits  use  of  the  Armed 
Forces  to  enforce  civilian  laws. 


Mr.  President,  for  more  than  100 
years,  during  two  World  Wars  and 
many  other  armed  conflicts  when  the 
dominance  of  military  power  was  es- 
sential for  the  survival  of  our  way  of 
life,  there  has  been  no  need  to  amend 
that  statute,  because  the  concept  em- 
bodied in  that  statute  is  the  essential 
American  ideal  that  the  Armed  Forces 
are  maintained  to  prevent  foreign  ag- 
gressors from  imposing  their  system  of 
government  upon  us,  and  not  to 
impose  upon  our  own  people  the  do- 
mestic laws  of  this  Nation.  We  have  ci- 
vilian forces,  known  as  police,  to  en- 
force our  domestic  laws. 

Mr.  President,  I  urge  my  colleagues 
not  to  blunder  into  a  shortsighted  but 
long-term  change  in  the  essential  bal- 
ance of  power  that  has  served  this 
country  well  for  200  years. 

The  young  men  and  women  who  are 
volunteering  to  serve  in  our  Armed 
Forces  do  not  volunteer  to  be  police- 
men. Their  fathers  and  mothers  do 
not  encourage  them  to  join  the  Armed 
Forces  to  become  narcotics  agents. 
The  Armed  Forces  have  not,  and 
should  not  be,  trained  and  equipped  to 
be  customs  agents.  Ground  troops 
have  not  studied  how  to  pick  out  the 
drug  smuggler  coming  across  a  border 
hidden  among  a  group  of  law-abiding 
American  citizens.  Combat  personnel 
have  not  been  trained  to  conduct 
searches  of  people  and  belongings  in 
accordance  with  constitutional  safe- 
guards because,  in  a  war  zone,  those 
safeguards  do  not  exist  on  foreign  soil. 

To  seal  a  border  from  drugs  means 
every  person  and  thing  crossing  that 
border,  be  it  the  Mexican  border,  the 
Canadian  border,  by  land,  by  water, 
and  by  air  must  be  stopped,  searched, 
and,  if  necessary,  detained.  I  ask  if  all 
passengers,  including  American  citi- 
zens arriving  at  international  airports 
in  the  United  States,  such  as  Dulles 
Airport  right  out  here  in  Virginia, 
should  be  subjected  to  military 
searches  and  questioning. 

That  is  what  would  need  to  be  done 
if  the  military  is  to  be  deployed  to  seal 
the  borders  from  drugs. 

I  personally  do  not  believe  that 
Americans  should  be  subjected  to  that 
treatment,  and  I  do  not  believe  mili- 
tary personnel  should  be  required  to 
subject  American  citizens  to  that 
treatment.  Yet,  that  is  what  would  be 
required  by  the  amendment  before  the 
Senate. 

Mr.  President,  in  closing,  let  me  say 
I  do  not  question  the  motives  of  the 
sponsors  of  this  amendment.  These 
Senators  have  long  been  leaders  in 
this  war  against  drugs.  But,  in  this 
case,  I  believe  that  this  effort  is  mis- 
guided and  dangerous  and  could  con- 
stitute not  only  a  threat  to  our  ability 
to  maintain  a  strong  defense  against 
our  foreign  enemies,  but  could  also 
present  a  clear  danger  to  our  own  tra- 
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ditional  separation  of  civilian  and  mili- 
tary functions. 

Mr.  President,  in  closing,  I  am  right 
now  in  the  middle  of  trying  to  get  suf- 
ficient funds  to  keep  our  Armed 
Forces  armed.  Our  Armed  Forces  face 
a  cut  of  $30  billion  this  year,  and  yet  it 
is  being  suggested  that  our  Armed 
Forces  patrol  the  border.  I  happen  to 
live  on  a  portion  of  the  border  we  are 
talking  about.  It  is  1,384  miles  long.  I 
can  tell  you  it  would  take  almost  half 
of  the  Armed  Forces  of  the  United 
States  just  to  patrol  that  very  desolate 
section  of  our  border.  If  we  go  through 
with  these  cuts  on  the  military,  we  are 
not  going  to  have  enough  soldiers  left 
around  here  to  patrol  anything. 

Mr.  President,  I  thank  the  Chair  for 
listening.  I  yield  the  floor. 

Mr.  ROCKEFELLER  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  West  Virginia. 

Mr.  ROCKEFELLER.  I  thank  the 
Chair. 

Mr.  President,  the  legislation  before 
us  is  the  result  of  many  hours  and 
months— in  some  cases,  years— of 
effort  on  the  part  of  a  number  of  my 
distinguished  colleagues.  On  my  side 
of  the  aisle,  our  distinguished  minority 
leader,  and  Senator  Chiles,  and  Sena- 
tor BiDEN  deserve  special  praise  for 
their  leadership  and  hard  work. 
Through  my  particular  focus  on  edu- 
cation, treatment,  and  rehabilitation,  I 
am  especially  appreciative  of  Senator 
Hatch's  help  in  arriving  at  this  impor- 
tant point,  and  of  the  majority  lead- 
er's willingness  to  take  up  the  drug 
package  in  these  last  days  of  the  Con- 
gress. 

I  know  it  seems  to  some  that  we  are 
moving  too  fast  and  frenetically  to 
pass  drug  legislation.  But  we  should 
recognize  that  far  too  much  time  has 
gone  by  in  which  little  has  been  done 
to  respond  to  the  rise  in  drug  abuse 
and  far  too  many  good  ideas  have  lan- 
guished without  any  attention  given  to 
them  from  Congress  or  the  White 
House.  Clearly,  public  pressure  was 
needed  to  convince  national  leaders- 
including  the  F*resident— to  act  on  the 
drug  problem. 

Since  this  has  now  happened,  and 
since  we  know  there  is  an  extraordi- 
nary drug  problem  out  there,  then  I 
think  we  must  act  now.  We  must  not 
pass  up  an  extraordinary  opportunity 
in  these  last  days  of  Congress  to  enact 
a  sound,  comprehensive,  and  most  im- 
portantly, bipartisan  bill  to  help  rid 
our  country  of  drugs. 

I  believe  that  we  should  take  advan- 
tage of  the  fact  that  the  drug  crisis  is 
a  top  priority  of  the  American  people. 
This  should  make  it  our  top  priority  as 
well.  It  is  not  just  a  matter  of  human 
misery,  human  waste,  substantial  com- 
munity danger,  but  it  gets,  in  fact,  at 
some  point,  to  the  very  competitive- 
ness of  our  American  industries  to 
compete  across  the  world  because  of 


drug  use  on  the  part  of  some  of  the 
work  force  and  management. 

I  agree,  however,  with  some  of  my 
colleagues  that  there  are  some  ques- 
tions that  deserve  more  time  and  more 
consideration.  It  would  be,  in  my  judg- 
ment, Mr.  President,  unwise  and  un- 
necessary to  adopt,  with  little 
thought,  major  changes  in  our  judicial 
system.  The  bill  before  us  now  consists 
of  very  tough  measures  to  stop  drug 
traffickers,  to  punish  them  and  others 
involved  in  the  drug  business,  and  to 
push  ahead  in  eradicating  drug  crops 
in  other  countries. 

By  passing  this  legislation,  we  will 
wage  the  battle  against  drugs  on  all 
fronts:  interdiction,  eradication,  law 
enforcement,  education,  and  treat- 
ment. Let  us  not  be  trapped  into  ac- 
cepting proposals  affecting  our  Consti- 
tution and  our  civil  liberties  which 
could  in  fact  derail  this  inportant  leg- 
islation or  perhaps  in  fact  will  derail 
this  important  legislation  if  we  allow 
them  to  get  in  our  way. 

The  American  people  have  made  it 
very  clear  that  they  want  Federal 
help,  Mr.  President,  in  educating  our 
children  so  that  they  stay  away  from 
drugs.  We  not  only  know  that  the 
public  views  drugs  as  one  of  the  most 
important  problems  in  the  country, 
but  also  that  they  think  education 
must  receive  far  more  attention  in  our 
efforts  to  curb  drug  abuse. 

Some  of  my  colleagues  have  told  me 
that  their  experiences  are  the  same  as 
mine  when  I  go  back  home  to  West 
Virginia.  People  tell  me  that  their 
schools  and  their  communities  need 
encouragement,  help,  and  money  in 
steering  their  kids  away  from  drugs.  It 
is  not  just  parents  and  teachers  that 
tell  us  that.  It  is  the  chiefs  of  police, 
and  the  law-enforcement  officers  that 
tell  us  the  same  thing. 

As  a  member  of  the  Senate  Demo- 
cratic Task  Force  on  Drugs,  Mr.  Presi- 
dent. I  have  focused  on  drug  educa- 
tion. The  bill  that  I  presented  some 
time  before,  the  Student  Drug  Abuse 
and  Prevention  Act,  was  incorporated 
in  two  different  legislative  packages 
introduced  by  that  task  force  in  previ- 
ous weeks. 

I  am  very  pleased  that  the  thrust 
and  the  substance  of  my  bill  have  been 
included  in  the  bipartisan  legislation 
before  us  today.  With  the  strong  bi- 
partisan support  which  exists  for  this 
legislation,  we  are  finally  at  the  point 
when  a  national  drug  education  pro- 
gram will  be  put  in  place  by  the  De- 
partment of  Education,  and  schools 
throughout  this  country  will  receive 
resources  to  tackle  drugs  more  effec- 
tively than  they  are  now. 

A  key  part  of  this  bill— that  is,  the 
Drug-Free  Schools  and  Communities 
Act— proposes  a  major  nationwide  ini- 
tiative to  prevent  and  curb  student 
drug  abuse. 
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We  know  all  too  well  the  trend  of 
drug  abuse  among  our  young  people  is 
a  disaster.  Surveys  conducted  by  the 
National  Institutes  of  Drug  Abuse 
have  determined  disturbing  levels  of 
cocaine  abuse  among  high  school  sen- 
iors. Last  year  almost  7  percent  of  sen- 
iors used  cocaine  regularly  and  17  per- 
cent tried  it.  Sixty-one  percent,  that  is 
roughly  2  million  adolescents,  tried  il- 
legal drugs  at  least  once  last  year. 
About  the  only  area,  Mr.  President, 
where  we  see  a  decline  is  in  the  age  of 
young  Americans  tempted  to  or  trying 
to  use  drugs.  About  50  percent  of  sev- 
enth graders  surveyed  recently  report- 
ed that  they  had  experienced  pressure 
to  try  illegal  drugs,  marijuana  specifi- 
cally. 

It  is  time  to  defend  our  children  and 
to  convince  them  to  emphatically  say 
no  to  drugs. 

The  Federal  Government  must 
assume  responsibility  for  combating 
the  nationwide  problem  of  the  student 
drug  abuse  and  provide  some  guidance 
and  some  financial  support  to  States 
and  our  schools  in  order  to  get  the  job 
done. 

In  this  legislation,  Mr.  President,  we 
propose  a  national  drug  education  pro- 
gram. We  provide  $20  million  to  the 
Department  of  Education  to  develop 
model  curricula  and  to  assist  schools 
directly  with  training  and  advice.  And 
we  distribute  $80  million  to  the  States 
with  most  of  that  money  allocated  di- 
rectly to  elementary  and  secondary 
schools. 

We  do  not  know  at  this  point,  Mr. 
President,  which  are  the  best  pro- 
grams, which  are  the  best  programs 
for  the  inner  cities,  for  rural  areas,  for 
my  part  of  the  country,  Appalachia, 
and  before  we  implement  a  program  in 
totality,  we  have  to  know  what  we  are 
doing  and  what  programs  are  most  ef- 
fective. Then  we  can  move  on  with 
more  specificity  and  more  accuracy. 

This  all  should  provide  the  resources 
and  the  practical  help  the  schools  and 
communities  need  right  now  to  per- 
suade kids  to  stay  away  from  drugs. 
We  see  programs  which  will  create 
partnerships  between  schools  and 
other  key  parts  of  the  community,  es- 
pecially, Mr.  President,  parents;  espe- 
cially. Mr.  President,  law  enforcement 
officials  and  health  officials,  to  edu- 
cate children  about  the  dangers  of 
drugs  and  to  equip  them  with  motiva- 
tions and  the  skills  to  reject  or  get  off 
drugs. 

The  funds  proposed  in  this  bill 
should  create  model  approaches  for 
schools  of  all  types,  for  urban  schools, 
rural  schools,  different  kinds  of 
schools  in  different  parts  of  the  coun- 
try to  adopt,  to  fit  their  own  student 
body  and  drug  problems. 

Over  time,  Mr.  President,  we  want 
this  bill  to  serve  every  single  child  in 
the  Nation  by  helping  their  schools 
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and  parents  to  create  an  atmosphere 
of  intollerance  for  drugs  and  convinc- 
ing them  to  ignore  peer  pressure,  to 
turn  down  every  temptation  to  take  il- 
legal drugs. 

Mr.  President,  there  will  be  opportu- 
nities later  in  this  day  and  on  tomor- 
row to  discuss  this  legislation  in  more 
detail.  The  bill  is  comprehensive.  It 
covers  many  critical  areas  and  pro- 
poses steps  that  I  believe  will  make  a 
significant  difference  in  combating  our 
epidemic  of  drugs. 

This  is  an  important  time  in  history, 
finally,  as  we  have  the  momentum  and 
the  interest  to  truly  deal  with  our 
country's  drug  problem. 

Mr.  President.  I  urge  my  colleagues 
to  lend  their  full  support  to  this  legis- 
lative package. 

I  yield  the  floor. 

Mr.  WILSON  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  California. 

Mr.  WILSON.  Mr.  President,  my 
friend  from  Arizona,  Senator  DeCon- 
ciNi.  recently  on  the  floor  described 
this  legislation  as  a  good  beginning.  I 
think  he  is  right. 

It  may  seem  to  some  that  legislation 
as  comprehensive  as  this  deserves 
somewhat  more  glowing  praise.  Per- 
haps because  Senator  DeConcini, 
along  with  Senator  Hawkins,  has  been 
a  pioneer  and  a  rather  lonely  one,  he 
can  be  excused  for  somf  skeptici.-,m. 
He  has  heard  about  the  war  on  drugs 
for  years.  But  it  has  been  a  rather 
lonely  fight  for  the  Senator  from  Flor- 
ida, the  Senator  from  Arizona,  and  a 
few  others  on  this  floor.  With  the  ex- 
ception of  them,  there  has  been  blame 
aplenty  to  g6  around  and  there  is  no 
point  in  wasting  time  pointing  fingers. 
It  is  simply  a  sad  fact  that  we  are  late 
in  coming  to  grips  with  this  problem.  I 
celebrate  the  fact  that  it  has  now 
achieved,  in  the  hard  way.  the  kind  of 
attention  that  it  must  have  not  just 
from  a  few  attempting  gallantly  with 
inadequate  resources  to  arouse  the 
Nation  to  the  kind  of  awareness  to  do 
the  job  properly. 

But  I  agree  that  it  is  a  good  begin- 
ning. In  fact,  it  is  more  than  that.  It  is 
a  very  good  beginning.  It  does  a 
number  of  good  things. 

This  war  on  drugs,  to  be  worthy  of 
that  name,  requires  that  there  be  re- 
sources, and  the  resources  heretofore 
have  been  inadequate.  We  as  a  society 
have  simply  not  provided  what  was 
necessary,  it  is  a  very  expensive  thing 
to  conduct  any  kind  of  a  war,  includ- 
ing this  one.  We  are.  unfortunately, 
trying  to  match  the  resources  of  those 
whose  illegal  profits,  literally  running 
into  the  millions,  have  permitted  them 
to  equip  and  to  staff  their  war  to  bring 
drugs  to  the  United  States  and  to  our 
young  in  what  has  been  to  this  time 
an  unfair  fight. 

They  have  been  able  to  use  very  so- 
phisticated aircraft,  sophisticated  avi- 
onics, and  radar-equipped  aircraft.  It 


has  been  more  than  difficult— it  has 
been  in  many  cases  virtually  impossi- 
ble—for those  who  have  been  atterftpt- 
ing  to  man  our  borders  to  deal  with 
the  challenge  of  intercepting  and 
turning  back,  not  to  say  arresting, 
those  engaged  in  the  smuggling  of 
these  illegal  substances  into  this  coun- 
try. 

This  legislation  will  assist  those  who 
are  engaged  in  that  struggle.  It  will  do 
so  by  removing  caps  that  have  existed 
on  forfeiture  funds,  lunds  generated 
from  assets  seized  in  drug-related  pros- 
ecutions, and  it  will  remove  that 
money  from  the  budget  allocations 
process. 

It  also  permits  asset  forfeitures  to 
provide  for  the  forfeiture  of  a  convict- 
ed person's  substitute  assets  when  the 
proceeds  from  the  specific  crime  are 
not  reachable  by  the  court. 

It  is  necessary.  Mr.  President,  as  well 
as  altogether  fitting,  that  there  is  a 
certain  poetic  justice  to  using  the  ill- 
gotten  gain  of  those  traffickers  in 
order  to  combat  their  illegal  traffic. 

In  addition,  it  is  necessary  because 
of  the  kind  of  comments  that  you 
have  heard  today  from  both  Senators 
from  Arizona.  Senator  DeConcini  has 
been  a  pioneer  in  the  effort  to  try  to 
use  some  small  portion  of  defense 
assets,  those  whose  primary  mission  is 
the  security  of  the  United  States,  to 
deal  with  this  menace  to  our  health 
and  to  our  security. 

This  is  not  the  first  effort  that  he 
has  made.  Indeed,  he.  Senator  Haw- 
kins. Senator  D'Amato.  and  others, 
and  I  have  been  involved  in  an  effort 
to  bring  some  modest  portion  of  our 
defense  assets  into  the  fight  against 
the  smuggling  of  these  dangerous  and 
enormously  profitable  drugs  into  the 
United  States. 

I  will  not  repeat  what  he  said.  It  is 
an  unfortunate  necessity,  one  that 
causes  the  senior  Senator  from  Arizo- 
na grave  concern,  lest  we  undermine 
the  good  health  of  the  Nation's  mili- 
tary in  diverting  assets  from  the  pri- 
mary mission  which  the  armed  serv- 
ices have,  the  defense  of  the  United 
States. 

But  it  is  true,  the  President  has  been 
correct  in  identifying  the  drug  threat 
as  the  primary  threat  to  our  security. 
There  is  no  greater,  no  more  impor- 
tant, challenge  that  we  face  than  to 
try  to  stem,  to  the  extent  that  we  pos- 
sibly can.  this  illegal  traffic  into  the 
country. 

It  goes  under  the  name  of  interdic- 
tion. 

D  1240 

There  are  a  lot  of  ways  that  we  can 
be  involed  in  interdiction.  One  of 
those  has  to  do  with  the  efforts  that 
are  made  by  drug  enforcement  agents, 
the  kind  whose  names  have  made  the 
headlines  in  the  past  year  in  tragic 
ways  because  they  have  been  the  vic- 
tims themselves  of  the  violence  that  is 


so  awesome,  so  often  associated  with 
this  traffic. 

What  has  been  especially  shocking. 
Mr.  President,  has  been  that  in  two 
cases,  U.S.  drug  enforcement  agents 
were  abducted,  tortured,  and  one  of 
them  murdered— not  by  those  who  are 
outside  the  law  but,  indeed,  those  who 
are  law  enforcement  officials.  It  was 
only  because  of  the  timely  arrival  of 
three  Drug  Enforcement  Administra- 
tion agents  demanding  his  release  that 
we  avoided  seeing  a  complete  repeti- 
tion, in  the  case  of  Victor  Cortez,  of 
the  torture-murder  of  his  brother 
agent,  Enrique  Camarena,  approxi- 
mately a  year  earlier.  Those  agents 
who  demanded  his  release  did  so  at 
the  headquarters  of  the  Jalisco  State 
police. 

Mr.  President,  that  is  not  the  kind  of 
conduct  the  United  States  can  afford 
to  ignore  or  to  tolerate.  And  that  is 
why,  included  in  the  section  that  has 
to  do  with  restrictions  on  assistance  to 
foreign  nations  it  is  required  that 
when  any  member  of  an  agency  of  Xhe 
United  States  engaged  in  drug  enforce- 
ment activities  has  suffered  or  been 
threatened  with  violence  by  members 
or  agents  of  law  enforcement  agencies 
of  a  country  or  political  subdivision  of 
that  country  receiving  U.S.  assistance, 
it  will  be  denied  if  there  is  insufficient 
investigation  or  cooperation  and  pros- 
ecution of  those  identified  as  guilty  of 
those  crimes. 

Mr.  President,  we  can  ask  nothing 
less  if  we  are  going  to  ask  young  men 
and  women  to  enter  the  Drug  Enforce- 
ment Administration  and  serve  in  for- 
eign lands  in  an  effort  to  interdict  this 
supply  of  drugs  before  it  reaches  our 
own  borders.  At  the  very  least,  they 
should  be  guaranteed  that  they  will  be 
safe  from  the  law  enforcement  offi- 
cials of  those  nations. 

In  addition,  the  same  section  re- 
quires that  the  President  must,  on  a 
regular  basis,  report  to  Congress,  list- 
ing in  his  report  any  nation  which,  as 
a  matter  of  governmental  policy,  en- 
courages or  facilitates  the  production 
or  distribution  of  illegal  drugs  or  in 
which  any  senior  official  of  that  gov- 
ernment engages  in  or  encourages  the 
production  or  distribution  of  illegal 
drugs.  It  also  requires  that  any  nation 
which,  having  been  requested  by  the 
U.S.  Government  to  do  so,  then  fails 
to  provide  reasonable  cooperation  to 
lawful  activities  of  U.S.  drug  enforce- 
ment agents,  including  the  refusal  of 
permission  to  such  agents  engaged  in 
interdiction  of  aerial  smuggling,  with 
permission  to  pursue  such  aerial  smug- 
glers for  a  reasonable  distance  within 
that  country— then  that  nation  is  also 
a  candidate  and  shall  have  its  U.S.  as- 
sistance cutoff. 

Mr.  President,  this  is  not  bashing. 
This  is  insisting  on  what  it  is  our  right 
and  indeed  our  obligation  to  insist 
upon.  That  is,  the  kind  of  cooperation 
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in  this  war  which  is,  in  fact,  an  inter- 
national war  afflicting  the  youth  of 
many  nations. 

To  the  extent  that  we  are  unsuccess- 
ful in  interdicting  the  supply  of  drugs, 
we  have  to  make  the  distribution  and 
the  sale  of  them  as  difficult  as  possible 
and  one  of  the  gaping  holes  in  existing 
law  is  that,  ironically,  as  local  ordi- 
nances have  succeeded  in  shutting 
down  "head  shops"— that  is,  those 
stores  in  which  drug  paraphernalia  is 
sold— it  has  remained  possible  for 
those  who  wish  to  maintain  their 
profit  in  the  sale  of  these  items  to  do 
so  by  shipping  their  products  inter- 
state, even  using  the  mails  to  do  so. 
This  legislation  contains  as  one  of  its 
important  points  the  fact  that  it  was 
very  closely  adapted  to  the  model  act 
adopted  by  the  Drug  Enforcement  Ad- 
ministration, a  mail  order  drug  para- 
phernalia control  act,  which  will 
outlaw  the  sale  and  shipment  of  drug 
paraphernalia,  those  items  which  will 
enhance  or  aid  in  the  use  of  dangerous 
controlled  substances. 

This  legislation  will  prohibit  the 
mail  order  and  catalog  sales  of  drug 
paraphernalia,  which  have  grown  dra- 
matically as  a  result  of  these  success- 
ful local  government  crackdowns  on 
"head  shops"  and  other  entities  selling 
drug  paraphernalia.  Catalogs  and 
other  publications  now  promote  drug 
use.  One  such  publication  has  circula- 
tion of  some  4  million  people,  most  of 
whom  are  high  school  age  or  younger. 
They  seek  to  make  a  great  adventure 
of  drug  abuse.  These  publications 
glamorize  drugs,  glorify  its  use  and 
pander  to  the  drug  fantasies  of  Ameri- 
ca's youth. 

How  successful  have  they  been? 
Sales  of  drug  paraphernalia  have 
reached  billions  of  dollars.  By  1977, 
the  drug  paraphernalia  industry  had 
even  started  a  trade  organization  and 
trade  journal  and  published  the  first 
periodical  devoted  to  drug  parapher- 
nalia. The  drug  culture  is  now  ex- 
pounded by  several  drug-oriented  mag- 
azines which  are  the  primary  advertis- 
ers of  drug  paraphernalia.  Again,  read- 
ers of  these  magazines,  these  publica- 
tions, are  children. 

Mr.  President,  I  shall  not  take  more 
time.  I  will  say  that  this  good  begin- 
ning is  late  in  coming.  Those  who  have 
said  that  we  need  to  take  the  action 
required  to  enact  these  provisions 
before  we  leave  and  close  down  the 
99th  session  of  Congress  are  absolute- 
ly right.  There  is  no  greater  impera- 
tive. If  late,  let  us  not  be  a  dollar 
short.  Let  use  make  clear  the  commit- 
ment, now  that  we  have  begun  this 
war,  to  prosecute  it  to  a  vigorous  and 
successful  conclusion. 

Mr.  ABDNOR.  Mr.  President,  I  rise 
today  in  support  of  this  bipartisan 
antidrug  abuse  package. 

Mr.  President,  I  am  pleased  to  have 
had  the  opportunity  to  participate  in 
the  development  of  this  package.  As  a 


member  of  the  Education /Treatment 
Task  Force,  I  believe  we  have  reached 
agreement  on  a  well-targeted,  respon- 
sible approach  to  our  Nation's  educa- 
tion for  prevention  and  treatment  and 
rehabilitation  needs.  The  Demand  Re- 
duction Act  includes  the  establish- 
ment of  an  education  for  prevention 
block  granl— the  Drug-Free  Schools 
and  Communities  Act  of  1986— which 
provides  $150  million  for  drug  and  al- 
cohol abuse  education  efforts.  Of  that 
amount,  the  Secretary  of  Education 
retains  $20  million  of  which  $10  mil- 
lion is  to  be  used  for  regional  training 
centers,  $2  million  is  set-aside  for 
Indian  tribes,  and  $8  million  is  for  na- 
tional programs. 

The  other  $130  million  is  to  be  uti- 
lized for  school  and  community-based 
programs,  with  a  minimum  of  $80  mil- 
lion allocated  to  State  and  local  educa- 
tional agencies— $10  million  to  SEA's 
and  $70  million  to  LEA 's— both  public 
and  private.  Senator  Hatch  feels 
strongly— and  I  agree— that  we  need  to 
emphasize  the  importance  of  commu- 
nity and  parental  involvement  in  edu- 
cation for  prevention  efforts.  Thus,  we 
have  agreed  to  provide  $50  million  of 
the  $130  million  in  State  grants  for 
community-based  programs.  We  do. 
however,  give  State  Governors  the 
flexibility  to  provide  a  greater  share  of 
this  State  grant  money  to  schools.  I 
am  especially  pleased  to  note  that 
each  State  is  guaranteed  a  minimum 
grant  equal  to  one-half  of  1  percent  of 
the  total  available  for  State  grant, 
$650,000. 

The  Demand  Reduction  Act  also  in- 
cludes the  Alcohol  and  Drug  Abuse 
Amendments  of  1986,  reauthorizing 
the  Alcohol,  Drug  Abuse  and  Mental 
Health  Service  Block  Grant  at  $675 
million— $125  million  more  than  is  pro- 
vided in  the  Senate-passed  fiscal  year 
1987  Labor-HHS,  Education  and  Relat- 
ed Agencies  Appropriations  measure. 
Of  these  funds,  $125  million  is  ear- 
marked for  State  alcohol  and  drug 
abuse  treatment  programs  to  be  allo- 
cated on  the  basis  of  population  and 
need.  Additionally,  this  title  eliminates 
the  current  20  percent  set-aside  for 
prevention  efforts  under  the  block 
grant,  while  ensuring  that  80  percent 
of  the  funds  be  used  for  alcohol  and 
drug  treatment  and  rehabilitation. 

Also,  the  existing  block  grant  set- 
asides  of  35  percent  for  alcohol  treat- 
ment and  35  percent  for  drug  treat- 
ment and  reduced  to  25  percent  each. 
This  change  in  current  law  is  intended 
to  give  States  more  flexibility  in  ad- 
dressing their  particular  substance 
abuse  treatment  needs.  In  South 
Dakota,  where  the  greater  share  of 
the  problem  is  alcohol  abuse  as  op- 
posed to  drug  abuse,  the  existing  set- 
aside  for  drug  abuse  treatment  has 
presented  a  problem.  Thus,  I  believe 
this  provision  is  both  necessary  and 
appropriate. 


Another  vital  component  of  this 
package  is  the  Indian  Juvenile  Alcohol 
and  Drug  Abuse  Prevention  Act.  Sena- 
tor Andrews,  the  distinguished  chair- 
man of  the  Senate  Select  Committee 
on  Indian  Affairs,  and  I  sponsored  S. 
1298.  which  was  approved  last  year  by 
the  Senate.  This  title  provides  for  a 
much-needed,  comprehensive  program 
to  address  the  tragic  problems  associ- 
ated with  alcohol  and  drug  abuse 
among  Native  American  youth. 

As  a  member  of  the  Select  Commit- 
tee on  Inidian  Affairs,  and  a  Senator 
representing  nearly  50.000  Native 
Americans.  I  am  acutely  aware  of  the 
serious  need  for  education  for  preven- 
tion and  treatment  programs  targeted 
toward  Indian  youth.  The  incidence  to 
teenage  suicide,  accidental  death,  and 
fetal  alcohol  syndrome  are  in  greater 
evidence  among  Native  Americans 
than  any  other  segment  of  our  popula- 
tion. Thus,  inclusion  of  this  title  in  the 
antidrug  package  is  absolutely  essen- 
tial. 

Mr.  President,  we  have  included  in 
the  Demand  Reduction  Act  a  sense  of 
the  Senate  resolution  urging  the 
Motion  Picture  Association  of  Amer- 
ica. MPAA,  to  add  a  drug-alcohol 
abuse  component  to  its  voluntary 
rating  system.  The  motion  picture  in- 
dustry currently  rates  its  products  in 
terms  of  sex  and  language  content.  / 
The  National  Association  of  Second- -> 
ary  School  Principals  and  the  National 
PTA  believe  that  adding  a  "D"  to  the 
rating  for  films  which  glamorize  drug 
and  alcohol  use.  will  serve  to  assist 
parents  in  making  decisions  concern- 
ing what  films  are  appropriate  viewing 
material  for  their  children. 

Mr.  President,  we  do  not  seek  to 
limit  freedom  of  expression  through 
motion  pictures.  We  simply  ask  the 
MPAA  to  work  with  us  in  combating 
the  serous  problem  of  youth  substance 
abuse.  My  colleague  from  South 
Dakota.  Senator  Pressler.  deserves 
our  appreciation  for  his  efforts  to  in- 
clude this  language  in  the  antidrug 
package.  I  also  wish  to  thank  Ms. 
Janet  Varejcka.  the  secondary  princi 
pal  of  the  Bennett  County  Schools  in- 
South  Dakota,  for  bringing  this 
matter  to  my  attention.  I  certainly 
share  her  desire  to  ensure  parents  are 
advised  of  the  content  of  films  which 
may  have  an  influence  on  their  chil- 
dren and  I  am  hopeful  this  message 
will  be  well-received  by  the  motion  pic- 
ture industry. 

Mr.  President,  all  of  us  know  that 
the  battle  against  the  terrible  tragedy 
of  drug  abuse  in  this  country  is  one 
that  must  be  fought  on  several  fronts. 
If  there  is  any  hope  of  success  in  this 
struggle  then  we  must  mobilize  our  re- 
sources and  energies  as  part  of  a  com- 
prehensive and  multi-faceted  assault 
on  drug  smuggling  and  drug  abuse. 
One  of  the  necessary  elements  to  any 
effective  effort  in  the  wair  on  drugs 
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must  be  a  well-financed  and  well-co- 
ordinated interdiction  campaign. 

As  the  chairman  of  the  Appropria- 
tions Subcommittee  on  Treasury, 
Postal  Service  and  General  Govern- 
ment, I  have  had  the  responsibility  of 
overseeing  the  many  activities  of  the 
U.S.  Customs  Ser\'ice,  an  agency 
whose  primary  mission  is  drug  inter- 
diction. I  am  privileged  to  work  closely 
with  Senator  DeConcini,  wo  serves  as 
ranking  minority  member  of  the  sub- 
committee—he is  a  true  leader  in  the 
fight  against  drugs. 

Drug  interdiction  is  an  enormously 
difficult  task  and  I  am  pleased  that  in 
recent  years  our  committee  has  been 
able  to  increase  the  effectiveness  of 
the  U.S.  Customs  Service  by  helping 
to  add  the  resources,  both  in  personnel 
and  equipment,  that  it  has  needed  to 
get  the  job  done. 

We  have  made  significant  progress 
in  the  recent  past  by  helping  to  pro- 
vide modern  aircraft,  vessels,  commu- 
nications equipment  and  funding  for 
trained  personnel  for  Customs.  Our 
progress  so  far  has  allowed  us  to  take 
many  steps  forward  in  our  efforts  to 
halt  the  flow  of  dangerous  drugs  into 
our  country.  However,  today  I  believe 
we  are  poised  to  take  the  most  effec- 
tive step  forward— a  truly  giant  step- 
in  our  struggle  against  drug  smug- 
gling. 

The  American  people  are  demanding 
with  just  cause  that  the  steps  now 
taken  be  without  delay  and  to  make 
the  legislation  we  now  consider  a  reali- 
ty. In  the  area  of  drug  interdiction, 
this  legislation  helps  the  dedicated  law 
enforcement  officers  who  are  risking 
their  lives  on  the  front  line  by  provid- 
ing them  with  new  resources,  new 
laws,  new  and  tougher  penalties, 
which  they  can  employ  against  the 
drug  smugglers  who  would  corrupt  the 
very  fabric  of  our  society  and  poison 
the  veins  of  our  youth  and  those  so 
unfortunate  as  to  have  become  en- 
snared in  their  deadly  web  of  drugs 
and  death. 

Mr.  President,  let  me  outline  briefly 
for  my  colleagues  the  few  but  positive 
and  meaningful  provisions  of  this  leg- 
islation which  would  improve  the 
interdiction  capabilities  of  our  Federal 
law  enforcement  agencies. 

We  have  increased  the  funding  of 
the  U.S.  Customs  Service  to  allow  Cus- 
toms to  add  several  hundred  trained 
and  badly  needed  personnel  at  our 
major  points  of  entry  and  in  high 
threat  areas  along  our  borders.  We 
have  provided  funding  for  a  greatly 
expanded  air  interdiction  program 
which  in  the  case  of  the  Southwest 
border  will  provide  for  an  effective  de- 
tection and  apprehension  capability. 
New  assets  in  the  form  of  tethered 
aerostat  balloons  combined  with  many 
AWACS-type  aircraft,  which  will,  for 
the  first  time,  be  made  solely  available 
to  our  interdiction  agencies  to  catch 
drug  smugglers.  We  have  added  fund- 


ing for  the  procurement  of  improved 
communications  equipment,  particu- 
larly in  the  area  of  voice  privacy 
radios  that  will  help  us  forge  a  more 
effective  communications  link  between 
Federal,  State  and  local  agencies  work- 
ing together  in  multiagency  special  op- 
erations against  drug  smugglers. 

We  have  armed  our  Customs  officers 
with  new,  legal  authority  in  order  that 
they  can  bring  the  full  weight  of  these 
expanded  enforcement  powers  to  bear 
against  drug  traffickers.  We  have  im- 
proved and  added  to  the  enforcement 
powers  of  the  U.S.  Customs  Service  in 
the  following  way:  we  have  strength- 
ened reporting  requirements  for  those 
entering  this  country  by  land,  sea  and 
air.  We  have  increased  civil  and  crimi- 
nal penalties  for  failing  to  comply 
with  U.S.  Customs  reporting  require- 
ments. We  have  created  new  criminal 
provisions  with  which  to  attack  those 
who  facilitate  the  smugghng  of  drugs 
by  air  or  by  sea.  We  have  expanded 
the  authority  of  our  Customs  officers 
to  deal  with  the  flow  of  "Narco-dol- 
lars."  We  have  closed  the  loopholes  on 
vessel,  vehicle  and  aircraft  reporting. 

All  of  this  has  been  done  through 
the  cooperation  and  support  of  mem- 
bers on  both  sides  of  the  aisle  who  are 
concerned  about  the  grave  threat  nar- 
cotic smuggling  poses  to  our  society. 
No  one  effort  will  completely  solve  the 
problems  we  face  in  this  area  but  this 
legislation  goes  that  extra  .step  and 
takes  a  truly  giant  step  forward  for  all 
Americans. 

Mr.  President,  many  individuals 
have  already  been  engaged  in  the 
battle  against  drugs.  Were  it  not  for 
their  efforts.  I  doubt  we  would  have 
the  opportunity  to  consider  this  com- 
prehensive new  anti-drug  package 
today.  For  the  past  5  years,  our  First 
Lady,  Nancy  Reagn,  has  devoted  her 
time  and  attention  to  convincing  our 
youth  to  "Just  Say  No"  to  drugs.  Our 
Nation  owes  Mrs.  Reagan  a  debt  of 
gratitude  for  her  dedication  to  this 
effort.  I  look  forward  to  her  leader- 
ship and  guidance  as  we  all  work  to- 
gether to  escalate  the  war  on  drugs. 

Another  woman  has  demonstrated 
great  leadership  in  fighting  substance 
abuse  since  coming  to  the  U.S.  Senate: 
Senator  Paula  Hawkins  has  been 
building  her  militia  against  drugs  for 
nearly  6  years.  As  the  chairman  of  the 
Senate  Labor  and  Human  Resources 
Subcommittee  on  Children,  Family, 
Drugs  and  Alcoholism.  I  know  we  can 
count  on  her  continued  vigilance  in 
our  efforts  to  combat  substance  abuse. 

Mr.  President,  all  the  efforts  I  have 
described— interdiction,  education  for 
prevention,  and  intervention/treat- 
ment are  essential  components  in  the 
war  on  drugs.  No  matter  how  effective 
our  interdiction  efforts,  we  will  never 
succeed  in  stopping  the  flow  of  illegal 
drugs  as  long  as  the  tremendous 
demand  for  drugs  persists.  Thus,  edu- 
cation for  prevention  is  a  key  element 


in  our  war  on  drugs.  It  offers  the  most 
effective,  yet  least  expensive,  means 
for  fighting  substance  abuse. 

We  must  do  all  we  can  to  provide 
help  to  the  victims  of  substance  abuse. 
Effective  treatment  programs  must  be 
coupled  with  appropriate  intervention 
efforts  and  rehabilitation  must  also  go 
hand  in  hand  with  treatment.  While  I 
support  stiffer  penalties  for  those  who 
process,  traffic  and  sell  illegal  sub- 
stances, I  believe  we  must  facilitiate 
an  environment  in  which  those  who 
suffer  from  substance  abuse  are  en- 
couraged to  seek  help. 

Finally,  we  must  continue  to  im- 
prove our  interdiction  efforts,  not  only 
through  enhancement  of  our  enforce- 
ment capabilities,  but  also  by  working 
with  the  countries  whose  economies 
have  come  to  depend  on  the  illegal 
drug  trade. 

Mr.  President,  this  bipartisan  legisla- 
tion calls  for  a  3-pronged  attack  iji  our 
war  on  drugs.  I  wish  to  commend  our 
majority  leader  and  our  colleagues 
from  both  sides  of  the  aisle  who  have 
led  the  effort  to  bring  this  legislation 
before  the  Senate.  I  also  v^ish  to  ex- 
press my  special  thanks  to  Senator 
Hatch,  the  distinguished  chairman  of 
the  Senate  Labor  and  Human  Re- 
sources Committee,  who  chaired  the 
Education/Prevention  Task  Force,  and 
his  very  able  staffer,  Nancy  Taylor, 
who  has  worked  long  and  hard  to  put 
together  the  Demand  Reduction  Act 
portion  of  this  antidrug  package. 

In  conclusion,  Mr.  President,  I  be- 
lieve the  following  statements  from 
two  high  school  students,  who  testi- 
fied at  my  substance  abuse  hearing  in 
Rapid  City,  SD,  in  August  1985,  best  il- 
lustrate the  seriousness  of  the  sub- 
stance abuse  threat  to  our  Nation's 
youth: 

Michelle:  Well,  a  girl  told  us  .  .  .  she  tried 
angel  dust  when  she  was  8  years  old. 

Kim:  Michelle  said  earlier  that  it  needs  to 
start  in  kindergarten,  the  education.  I  think 
we  did  it  with  smoking  and  we  have  .  .  .  far 
fewer  people  smoking.  I  think  it  has  to  start 
in  kindergarten  and  it  has  to  be  emphasized 
all  the  way  through.  It's  too  late  really  in 
junior  high. 

Let  us  not  wait  until  it  is  too  late. 
Let  us  devote  the  time,  the  attention 
and  the  resources  necessary  to  wage  a 
successful  war  on  drugs  now.  I  urge 
my  colleagues  to  lend  their  support  to 
this  balanced,  bipartisan  antisubstance 
abuse  legislation. 

Mr.  MATTINGLY.  Mr.  President,  in 
my  view  the  issue  which  we  have 
before  us  today  is  one  of  the  most  sig- 
nificant matters  which  the  Senate  has 
dealt  with  during  my  years  in  this 
body.  I  am  pleased  that  we  can  come 
together  on  a  bipartisan  basis  to  ad- 
dress the  issue  which  the  American 
people  have  identified  as  a  priority— 
protecting  our  children,  families,  com- 
munities, and  ridding  this  Nation  of 
the  scourge  of  illegal  drugs. 
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In  recent  months,  we  have  heard  the 
drug  problem  in  America  referred  to 
in  such  terms  as  a  "crisis"  and  *  a 
plague."  We  have  often  talked  about 
our  "war  on  drugs."  While  we  have 
made  progress  in  raising  public  aware- 
ness and  had  success  in  passing  some 
legislation  in  the  Senate,  our  actions 
have  not  matched  our  rhetoric  or  ade- 
quately addressed  the  magnitude  of 
the  problem.  Today,  I  hope  we  will 
bring  these  aspects  more  closely  to- 
gether. 

The  bill  before  us  is  a  good  starting 
point  and  I  support  the  bill.  But  I  am 
disappointed  that  some  of  the  provi- 
sions contained  in  the  Drug  Control 
Act,  S.  2850,  and  the  House-passed 
drug  package  have  been  removed  from 
the  bill.  Some  will  be  offered  as 
amendments,  and  I  hope  they  will  be 
adopted.  Nevertheless,  the  measure 
before  us  is  a  good  starting  point.  It  is 
a  comprehensive  bipartisan  approach, 
with  provisions  on  education,  preven- 
tion and  treatment,  interdiction,  law 
enforcement,  and  international  policy, 
among  others.  I  believe  the  changes 
made  in  this  bill  are  improvements 
over  those  in  current  law. 

The  bill  seeks  to  solve  the  drug  crisis 
by  attacking  both  the  supply  and  the 
demand  end.  For  a  long  time  I  have 
stated  that  I  believed  education  was  a 
critical  factor  if  we  were  to  prevail  in 
this  struggle.  I  continue  to  believe 
that  most  of  the  American  people,  and 
particularly  America's  children,  will 
make  the  right  decision  to  reject 
drugs.  In  our  First  Lady's  now  familiar 
words  they  will  "just  say  no",  if  they 
are  provided  accurate  information. 
The  past  several  months  have  proved 
this  to  be  so.  The  death  of  Len  Bias, 
for  example,  and  the  fact,  widely 
broadcast  by  the  media,  that  drugs  can 
kill  even  the  strong  has  resulted  in  a 
national  outcry.  I  am  convinced  that 
the  American  people  are  thirsty  for 
credible  and  accurate  information 
about  drugs.  I  observe  that  all  over 
Georgia.  In  every  group  with  which  I 
meet,  there  is  an  intense  interest  each 
time  the  issue  comes  up.  And  not  only 
interest,  but  appeals  for  help. 

My  wife,  Carolyn,  in  her  travels  and 
meetings  in  cormection  with  congres- 
sional families  for  drug-free  youth— 
the  organization  of  congressional 
spouses  which  she  founded  and  of 
which  she  is  president— has  shared 
similar  experiences. 

The  American  public  desires  to  learn 
about  the  drug  issue;  they  have  a  right 
to  have  access  to  sound  information 
about  drugs,  and  we  have  a  responsi- 
bility to  assist  them  in  attaining  it. 
For  this  reason,  the  education  provi- 
sions of  this  measure  are  important. 
There  are  those  for  whom  this  educa- 
tion may  come  too  late.  For  those  indi- 
viduals, opportunities  for  rehabilita- 
tion and  treatment  must  continue  to 
be  provided. 


Hand  in  hand  with  our  efforts  to 
reduce  and  ultimately  eliminate 
demand,  we  must  work  to  eradicate 
supply.  The  interdiction  and  law  en- 
forcement provisions  of  this  measure 
significantly  strengthen  our  ability  to 
do  so.  By  increasing  penalties  for 
those  who  employ  children  in  the 
trade  and  who  peddle  drugs  to  chil- 
dren, we  take  steps  toward  ensuring 
the  safety  of  this  Nation's  valuable 
asset— its  youth.  The  addition  of  new 
and  increased  penalties,  such  as  a 
maximum  penalty  for  "crack,"  the  vir- 
ulent and  highly  addictive  substance, 
are  judicial  improvements  that  I 
strongly  support.  I  believe  we  need 
stricter  penalties  even  than  these  in 
some  cases.  In  particular,  I  believe  the 
option  of  the  death  penalty  should  be 
available  for  certain  kingpins.  I  will 
discuss  this  in  further  detail  at  a  later 
time. 

Another  focus  of  the  legislation  is 
improved  interdiction  and  border  con- 
trol. This  is  as  it  should  be.  Concern 
over  the  need  to  beef  up  our  interdic- 
tion has  been  expressed  to  me  again 
and  again  by  local  law  enforcement  of- 
ficials and  ordinary  citizens.  My  home 
State  of  Georgia,  regrettably,  has 
become  a  major  point  of  entry.  Inter- 
state 95,  which  passes  through  my 
native  Glynn  County,  has  become 
known  as  "cocaine  lane, "  running  as  it 
does  from  the  coast  north  to  New 
York. 

It  is  a  Federal  responsibility  to  pro- 
tect our  borders.  I  hope  and  believe 
this  bill  will  contribute  to  our  effec- 
tiveness in  that  area.  Other  steps  need 
to  be  taken  as  well.  As  amendments 
are  offered,  and  they  will  be,  I  will 
consider  them  carefully.  I  urge  my  col- 
leagues to  do  the  ^ame. 

Mr.  President,  I  will  have  additional 
remarks  as  the  Senate  considers  indi- 
vidual provisions.  In  closing,  I  would 
like  to  reiterate  what  I  have  said 
before,  and  what  President  and  Mrs. 
Reagan  have  stressed.  If  we  are  going 
to  win  the  war  on  drugs,  we  must  be 
committed  to  victory.  This  means  dedi- 
cating sufficient  resources— money, 
manpower,  effort,  and  energy— to  de- 
feating the  vicious  enemy  which  dis- 
rupts domestic  tranquility  and  violates 
the  common  good. 

It  is  our  responsibility  to  lead  the 
American  people  in  the  war  on  drugs. 
If  we  fail  to  act -firmly  and  resolute- 
ly—the consequences  are  dire  indeed. 
We  will  have  betrayed  our  children 
and  abandoned  our  ideals.  We  will  not 
and  must  not  fail.  Let  us  move  forward 
from  this  bipartisan  beginning,  united 
to  defeat  the  enemy— illegal  drugs. 

Mr.  MOYNIHAN.  Mr.  President,  I 
rise,  as  will  many  colleagues  today,  in 
support  of  the  bipartisan  drug  abuse 
bill  before  us,  S.  2878,  and  I  take  the 
occasion  of  the  debate  to  offer  just  a 
few  observations  on  this  general  sub- 
ject. 


First,  I  express  appreciation.  On  the 
first  day  of  this  Congress,  almost  2 
years  ago.  I  introduced  S.  15.  the  State 
and  Local  Narcotics  Control  Assistance 
Act.  which,  while  receiving  very  little 
attention  at  that  time— and  indeed,  no 
specific  consideration  since— is  largely 
included  in  the  bill  before  us.  In  par- 
ticular, the  measures  for  law  enforce- 
ment and  drug  abuse  prevention, 
treatment,  and  rehabilitation  which 
we  are  going  to  adopt  in  the  near 
future,  are  essentially  what  was  pro- 
posed in  S.  15.  As  the  distinguished 
Presiding  Officer  knows,  the  majority 
leader  has  the  first  10  numbers  in  our 
calendar.  Therefore.  S.  15  was,  in  a 
sense,  the  fifth  bill  introduced  by  an- 
other Senator  in  the  99th  Congress. 
While  thinking  about  the  present  in- 
tense concern  over  narcotic  abuse,  I  go 
back  in  my  own  mind  to  the  period  of 
the  late  1960's,  when  we  had  a  very 
comparable  situation  with  heroin. 

In  1969,  I  was  serving  as  assistant  to 
President  Nixon  for  urban  affairs.  I 
recall  that  there  were  more  bank  rob- 
beries that  took  place  in  the  city  of 
Washington  than  the  entire  previous 
century,  and  we  were  in  the  midst  of  a 
heroin  epidemic,  not  all  that  different 
from  earlier  episodes  in  the  long  histo- 
ry of  drug  abuse  in  our  country. 

The  question  was  how  to  respond  to 
this  crisis— not  with  any  expectation 
of  putting  an  end  to  a  large  and  con- 
tinuing aspect  of  modern  society— but, 
rather,  in  order  to  interrupt  and  to 
break  the  epidemic  in  a  manner  that 
had  at  least  some  hope  of  success  in  at 
least  the  near  term. 

It  fell  to  me  to  devise  a  strategy  for 
the  Nation  in  this  regard.  My  first 
view— which  the  President,  Mr.  Nixon, 
completely  endorsed— was  that  we 
should  interrupt  the  flow  of  heroin 
supplies  into  the  country. 

At  that  time,  on  overwhelming 
amount  of  heroin  was  produced  first 
as  poppy,  in  a  provinces  of  Turkey, 
then  the  heroin  was  transported  by 
ship  across  the  Mediterranean  to  Mar- 
seille, where  it  was  processed  into  mor- 
phine and  then  into  heroin,  and  from 
Marseille,  the  heroin  was  smuggled 
into  the  United  States. 

D  1310 

It  seemed  to  me  that  we  had  to  put 
the  issue  of  heroin  on  the  agenda  of 
American  foreign  policy.  We  also  had 
to  encourage  our  allies— France  and 
Turkey,  countries  with  which  we  have 
close  relations  and  military  relations— 
to  help  us  in  this  matter  of  great  con- 
cern to  us,  and,  obviously,  of  marginal 
concern  to  them,  if  at  all. 

In  August  1969,  I  flew  west  from 
California  to  Istanbul  where  I  met 
with  the  Turkish  foreign  minister.  I 
represented  myself  as  speaking  for  the 
President  of  the  United  States  and  de- 
scribed the  situation  in  our  country 
with  respect  to  heroin  use,  and  the 
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number  of  deaths  from   heroin   use. 
and  found  a  very  open  reception. 

The  Turkish  foreign  minister  said, 
"Well.  yes.  but  you  know  we  do  not 
have  anything  to  do  with  this  matter. 
We  grow  poppy  as  part  of  our  food 
supply." 

Poppy  seeds  are  part  of  the  national 
diet  of  the  Turks,  and  the  use  of 
opium  is  very  limited  as  in  most  an- 
cient medicines. 

The  problem  was  how  to  persuade 
the  farmers  of  Turkey  to  stop  cultiva- 
tion of  a  crop  which  had  been  going  on 
for  centuries.  The  Turks  fully  cooper- 
ated with  our  recommendations  for 
crop  substitution  and  cooperation.  At 
the  time,  a  new  Ambassador  to 
Turkey,  William  Handley.  was  sent 
from  the  United  States.  The  United 
States  provided  some  funds  to  Turkey, 
not  large,  to  substitute  the  growth  of 
opium  poppies  with  other  legitimate 
crops. 

I  then  made  my  way  to  Paris,  Mr. 
President,  and  after  a  series  of  visits. 
met  finally  with  the  Director  General 
de  la  SQretfe  in  Prance,  a  man.  shall  we 
say.  whose  name  was  known  but  whose 
picture  was  not  taken.  He  is  in  charge 
of  the  internal  police  forces  of  the 
country  and  a  man  of  great  impor- 
tance—and has  been  since  Fouchet. 
under  Napoleon.  Our  luncheon  meet- 
ing had  been  arranged  by  or  host,  Sar- 
gent Shriver.  the  American  Ambassa- 
dor to  France.  Let  me  preface  this  by 
saying  that  that  year.  1969.  there  had 
been  a  handful  of  deaths  from  heroin 
overdose  on  the  Mediterranean— the 
de  sur  as  the  French  say.  This  appear- 
ance of  drug  use  among  youth  had  oc- 
casioned serious  debate  in  the  French 
National  Assembly  on  the  subject  of 
drug  abuse  and  what  was  happening  to 
morals  and  family  life  and  behavior  in 
Prance. 

During  the  lunch.  I  explained  that 
the  number  of  deaths  from  heroin 
overdose  in  New  York  City  was  ap- 
proaching 1.000  per  year,  as  contrasted 
with  a  handful  of  deaths  in  Prance 
that  year. 

The  head  of  the  SQrete  listened  and 
listened  and  said  nothing.  Finally,  as 
we  were  leaving  and  I  helped  him  with 
his  coat,  he  did  say  something.  After 
not  speaking  a  word  of  English 
throughout  the  conversation  at  the 
luncheon,  and  having  heard  what  we 
were  doing  to  ourselves  with  heroin 
brought  in  from  France,  he  finally 
turned,  looked  straight  at  me  and  said 
in  perfect  English:  "What  kind  of 
people  are  you?" 

It  was  a  telling  remark.  I  will  not 
forget  it.  The  Director  General  could 
not  believe  that  we  had  let  other  coun- 
tries behave  in  ways  that  were  contrib- 
uting to  these  incredible  injuries,  soci- 
etal and  community  injuries,  and  had 
only  now  come  to  speak  to  them  about 
the  subject. 

Well,  Paris  is  generally  not  enthusi- 
astic about  getting  involved  with  Mar- 


seille since  these  cities  have  had  an 
"on-and-off"  relationship  for  many 
centuries.  However,  it  was  clear  to  the 
French  Surety  that  they  had  to  do 
something  and  they  did.  They  just 
closed  dov;n  the  heroin  laboratories  in 
Marseille.  And  the  Turks  eradicated 
their  poppy  fields.  And  by  1972.  as  the 
President's  Commission  on  Organized 
Crime  has  written  just  recently,  the 
French  connection  collapsed. 

Mr.  President,  I  recall  returning 
from  that  last  trip  to  Paris,  after  ob- 
taining an  agreement  from  the  French 
to  take  action,  and  flying  up  to  Camp 
David  in  a  helicopter  to  recount  the 
event.  The  then  Director  of  the  Office 
of  Management  and  Budget,  Mr. 
George  Shultz,  was  with  me  in  the  hel- 
icopter. I  said  to  him  that  it  looked 
like  we  were  going  to  break  the 
"French  Connection."  (We  did  not  use 
that  word  yet.  The  movie  gave  us  that 
image.)  Then  I  said  to  him,  and  if  I  am 
being  for  a  moment  reminiscent  I  also 
mean  to  make  a  real  point,  "I  suppose, 
however,  that  as  long  as  there  is 
demand  for  drugs,  somewhere  else  a 
supply  will  spring  up."  And  Secretary 
Shultz,  an  economist  looked  across 
and  said  to  me,  "You  know  there  is 
hope  for  you  yet." 

Indeed,  we  had  no  sooner  broke  the 
French  connection  than  the  United 
States  began  to  see  supplies  of  heroin 
coming  in  from  Mexico.  For  a  while, 
the  Mexican  heroin  had  to  be  doctored 
to  give  it  the  pure  white  look  of  the 
heroin  from  Marseille.  But  in  general, 
before  long,  the  disruption  of  the  drug 
traffic  and  other  factors  brought  a 
gradual  stabilization— not  an  end,  but 
a  stabilization— to  heroin  use.  Of 
course,  a  decade  later,  we  are  in  the 
midst  of  an  epidemic  of  cocaine  use. 

There  is  something  striking  about 
this,  Mr.  President,  in  that  something 
very  similar  to  this  occurred  in  the 
late  19th  century.  It  is  useful  for  us  to 
keep  in  mind  that  today  we  are  still 
dealing  with  basically  the  pharmacolo- 
gy which  existed  in  that  century.  In 
the  course  of  the  19th  century,  chem- 
ists learned  to  take  opium,  a  natural 
product,  and  refine  it  to  a  higher  level 
of  morphine.  This  happened  in  the 
1850's  about  the  same  time  the  hypo- 
dermic needle  was  invented.  In  the 
subsequent  decade,  there  was  a  tre- 
mendous amount  of  morphine  used  in 
the  Civil  War.  After  the  Civil  War, 
morphine  addiction  became  known  as 
the  "solider's  disease." 

By  the  late  19th  century,  the  Bayer 
Co.,  in  Germany  refined  morphine  to  a 
higher  level  and  called  it  heroin.  The 
company  tested  it  on  their  employees 
and  it  made  them  feel  "heroisch," 
which  is  German  for  heroic,  hence  the 
trade  name  "heroin."  It  is  a  name  like 
aspirin,  a  trade  name  for  a  chemical 
product. 

It  was  originally  thought  that 
heroin  could  be  used  as  a  substitute,  as 
a  suppression  of  morphine  addiction. 


In  reality,  it  was  nothing  of  the  kind. 
And,  the  heroin  epidemic  at  the  turn 
of  the  century  was  very  real.  It  was 
openly  advertised,  "Buy  Heroin;  Good 
for  You." 

In  the  meantime,  cocaine  had 
emerged  as  a  derivative  of  the  natural 
coca  leaf— which  itself  has  stimulant 
qualities.  Chemistry  refined  it  to  a 
higher,  more  intense  level.  Recently, 
we  have  seen  cocaine  brought  to  yet  a 
higher  level,  to  what  is  called  "crack" 
because  of  the  sound  that  is  made 
when  it  is  cooked. 

During  the  first  decade  of  this  cen- 
tury, cocaine  epidemic  succeeded  the 
earlier  opium  epidemic,  until  the 
1930's,  when  drug  abuse  went  into  a 
long  dormant  state  until  heroin  use 
broke  out  again  in  general  use  in  the 
1950's.  This  time  the  drug  traffic  was 
making  its  way  from  the  Mediterrane- 
an to  the  United  States. 

We  will  not  probably  change  this 
most  recent  of  drug  abuse  pattern  for 
a  very  long  time.  A  century  is  not  long 
enough  for  society  to  get  used  to  some- 
thing that  the  human  race  has  no  ex- 
perience of.  But  we  can  continue  to 
work  at  resolving  this  problem  and  we 
can  use  what  we  know  in  the  way  of 
devices  to  disrupt  and  to  block  the  ef- 
fects of  drugs. 

I  am  happy  to  see  that  we  are  going 
to  be  working  overseas  more  than  we 
have  been.  We  had  been  cutting  our 
capacity  in  that  regard.  And  certainly 
increased  assistance  for  domestic  law 
enforcement  is  a  clear  and  necessary 
aspect  of  our  effort  to  fight  alleged 
drug  abuse. 

D  1320 

The  fact  that  drug  sales  and  use  are 
taking  place  more  frequently  in  public, 
on  our  streets,  is  the  most  appalling 
single  thing  of  the  present  crisis.  A 
public  act  of  an  illegal  nature  is  in 
effect  a  condoned  act.  And  the  chil- 
dren, and  most  early  users  of  drugs  are 
no  more  than  children,  see  this  going 
on  in  public  and  assume  there  is  public 
approbation  for  these  illegal  acts.  And. 
indeed,  toleration  is  a  form  of  appro- 
bation. 

Treatment  is  another  critical  compo- 
nent of  any  effort  to  combat  illegal 
drug  use.  We  must  treat  people  who 
come  and  ask  for  it.  And  we  learn 
things.  The  more  we  learn,  who 
knows,  the  day  may  come  when  we 
learn  something  of  some  vital  conse- 
quence. 

I  am  particularly  pleased  that  one  of 
the  provisions  of  the  bill  we  have 
before  us  is  something  that  I  had 
called  for  earlier,  which  is  a  directive 
to  the  National  Institute  on  Drug 
Abuse  to  work  much  more  than  it  has 
on  developing  narcotic  antagonists. 
This  is  all  pharmacology  in  the  first 
instance,  and  it  can  be  combated  by 
pharmacology.  We  do  have  a  drug  that 
is    available    and    which    successfully 
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blocks  the  effect  of  heroin  use.  A  simi- 
lar drug  with  respect  to  cocaine  is 
clearly  feasible. 

In  this  kind  of  chemistry,  you  can 
accomplish  what  you  set  out  to  do,  if 
sufficient  effort  is  put  into  it.  We  have 
an  obligation  to  do  just  that.  We  need 
to  continue  looking  for  newer,  more 
powerful  and  more  effective  devises 
for  blocking  drug  experiences,  thereby 
reducing  demand  for  illicit  drugs. 

On  the  other  hand,  Mr.  President,  it 
seems  to  me  that  we  cannot  ignore  the 
fact  that  when  we  talk  about  drug 
abuse  in  our  country,  in  the  main,  we 
are  talking  about  the  consequences  it 
has  for  young  males  in  inner  cities,  for 
whom  drug  use  is  an  aspect  of  a  gener- 
ally abused,  wasted  and  ruined  life, 
and  indeed,  ruinous  to  those  in  the 
community  around  them.  Any  society 
that  is  really  serious  about  drug  abuse 
will  be  serious  about  that  class  of 
young  males.  It  has  been  growing.  It 
has  reached  proportions  that  threaten 
to  bring  about  the  destruction  of 
whole  communities  and  cities  across 
this  Nation. 

I  was  pleased  that  a  number  of  very 
thoughtful  commentators,  such  as  Mr. 
Adam  Walinsky-  and  Mr.  Walinsky 
was  formerly  an  aide  to  Robeit  Ken- 
nedy, my  distinguished  predecessor 
and  friend— and  Ed  Yoder,  the  most 
perceptive  and  thoughtful  of  colum- 
nists, have  made  exactly  this  point; 
that  if  we  care  about  drugs,  we  would 
care  about  the  young  males  in  inner 
cities  whose  abuse  of  drugs  has  made 
it  the  focus  of  national  attention  once 
again,  as  it  had  been  15,  16  years  ago. 

In  concluding  these  remarks,  Mr. 
President,  I  ask  unanimous  consent 
that  the  article  by  Mr.  Walinsky  and  a 
column  by  Mr.  Yoder  be  printed  in  the 
Record  at  this  point,  along  with  some 
prepared  remarks. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

[From  the  New  York  Times,  Sept.  16.  1986) 
Crack  as  a  Scapegoat 
(By  Adam  Walinsky) 

The  crack  wars  are  far  from  ever.  The 
New  York  Ci'y  police  have  sei.^ed  son.e  30 
cars  belonging  lo  alleged  buy-Ts.  Mayors 
and  governors  have  held  conferences  on  the 
subject,  and  on  Sunday  the  Reagans  joined 
the  fray,  denouncing  drug  abuse  on  national 
television.  Yet  the  reality  in  the  streets  re- 
mains the  same:  the  crime  rates  continue 
their  steady  increase. 

Overall  crime  rates  are  not  increasing  be- 
cause of  crack  or  any  other  drug.  Reported 
crime  is  up  5.5  percent  from  last  year  all 
over  the  country.  Yet  so  far,  crack  is  avail- 
able in  only  a  few  cities.  Heroin  use  is 
steady,  consumption  of  cocaine  is  up  only 
marginally  and  marijuana  use  may  even  be 
declining  slightly.  Besides,  most  drugs— cer- 
tainly cocaine— are  consumed  by  citizens 
whose  only  other  offense  is  liable  to  be  in- 
sider trading,  tax  evasion  or  driving  over  the 
speed  limit. 

The  true  cause  of  increasing  crime  rates  is 
elsewhere.  Most  street  crimes  are  committed 
by   young   men   and   boys,    predominantly 


from  minority  groups;  the  most  dangerous 
years  are  from  the  early  teens  to  the  early 
20's.  These  young  men  come  increasingly 
from  disintegrating  families  and  neighbor- 
hoods. 

Young  men  of  20  are  just  beginning  to 
pass  out  of  their  most  crime-prone  years; 
those  of  13  to  enter  them.  Today's  20-year- 
old  was  born  in  1966;  todays  13-year-old  in 
1973.  In  1966,  of  all  black  children  born  in 
New  York  City,  75  percent  were  still  being 
bom  into  families  with  fathers  present, 
married  to  the  mothers.  Of  all  Hispanic 
bjrths  in  New  York  City  in  1966.  89  percent 
were  born  to  such  married  couples.  But  by 
1973.  less  than  60  percent  of  black  children 
in  New  York  were  being  born  to  married 
couples,  and  less  than  70  percent  of  Hispan- 
ics  were. 

The  watershed  was  1976,  when  today's  10- 
year-olds  were  born.  In  that  year,  more  than 
half  of  all  black  children  and  45  percent  of 
all  Hispanic  children  bom  in  New  York  were 
born  to  single  mothers.  The  causes  of  this 
radical  shift  are  complex  and  less  than 
clear,  but  the  consequences  are  stark:  by 
1980.  more  than  55  percent  of  all  the  black 
children  born  nationwide  were  born  to 
single  mothers.  In  1965,  about  77,000  male 
children  of  single  mothers  reached  their 
13th  birthday;  in  1975.  120,000.  This  year,  it 
will  be  more  than  200.000. 

This  ri.sing  proportion  of  illegitimate 
births  is  both  effect  and  cause  of  wider  pat- 
terns of  community  unravelling.  Educated 
blacks  particularly  have  moved  up  and  away 
from  the  old  neighborhoods.  As  Harlem  was 
abandoned,  life  there  became  ever  more  dis- 
organized and  dangerous,  and  still  more 
people  fled.  In  15  years,  it  has  lost  at  least  a 
third  of  its  population.  Social  services, 
which  may  at  least  have  been  palliatives, 
almost  vanished  during  the  fiscal  crises  of 
the  1970's,  and  have  not  been  rebuilt  in  the 
Reagan  1980"s.  Schools  beset  by  violence 
and  disorder  largely  abandoned  the  effort  to 
deal  with  problem  children;  indeed,  many 
educators  must  have  sighed  with  relief  as 
each  disruptive  youth  dropped  out.  Mean- 
while, new  immigrant  populations,  legal  and 
illegal,  have  arrived,  bringing  many  teen- 
agers whose  violence  and  crime  is  a  response 
to  rootlessness  and  disorientation. 

Poverty  does  not  excuse  crime:  indeed, 
there  is  plenty  of  evidence  on  Wall  Street 
that  poverty  does  not  even  explain  crime. 
But  we  are  preparing  a  disaster:  the  steady 
growth  in  our  midst  of  an  unacculturated, 
unsocialized  and  indigestible  lump  of  young 
men.  uneducated  for  any  useful  work,  with- 
out any  organic  connection  to  the  United 
States  or  to  the  world  we  live  in.  Every 
young  man  will  seek  somehow  to  assert  his 
personality  and  his  self,  will  look  for  a  possi- 
bility of  acting  in  the  world.  And  for  an  in- 
creasing proportion  of  these  young  men. 
crime  is  the  definition  of  self. 

Of  course,  none  of  this  is  new.  As  long  ago 
as  1965,  Daniel  Patrick  Moynihan,  Lyndon 
B.  Johnson  and  Robert  F.  Kennedy  called 
urgent  attention  to  these  problems.  Today's 
politicians,  however,  prefer  to  ignore  such 
matters;  Blacks  are  more  politically  fashion- 
able when  they  are  in  Johannesburg.  Yet  it 
is  difficult  to  ignore  the  results,  with  New 
York  City  alone  the  scene  of  100.000  robber- 
ies a  year  and  constitutents  of  all  races  con- 
stantly complaining. 

For  our  politicians,  crack  is  a  deus  ex  ma- 
china— a  solution  from  the  sky.  After  all. 
our  officials  can  hardly  be  blamed  for  the 
Colombian  peasant  who  stubbornly  goes  on 
growing  coca  leaves  or  for  the  evil  "narco- 
trafficker"  who  imports  the  refined  product. 


Thus,  if  we  can  blame  crime  on  crack,  our 
politicians  are  off  the  hook.  Forgotten  are 
the  failed  schools,  the  malign  welfare  pro- 
grams, the  desolate  neighborhoods,  the 
wasted  years.  Only  crack  is  to  blame.  One  is 
tempted  to  think  that  if  crack  did  not  exist, 
someone  somewhere  would  have  received  a 
Federal  grant  to  develop  it. 

There  are  useful  and  necessary  measures 
we  can  take.  One  would  be  a  real  effort  at 
law  enforcement  to  reestablish  basic  order 
and  security.  Another  would  be  welfare 
reform:  social  programs  should  no  longer 
encourage  single  parentage,  and  should  re- 
quire work  as  a  condition  of  all  welfare.  Still 
other  steps  would  include  extensive  efforts 
to  reach  the  more  than  400.000  new  chil- 
dren of  single  mothers  who  will  havef  their 
13th  birthday  this  year.  At  the  root,  we 
must  decide  that  we  will  not  live  with  a 
black  illegitimacy  rate  in  excess  of  60  per- 
cent, with  all  that  entails.  We  must  commit 
ourselves  to  providing  minority  youth  with 
a  future  that  is  not  built  solely  on  crime  or 
the  making  of  babies. 

All  these  things  are  difficult  but  possible. 
It  is  long  past  time  that  our  leaders  stop 
their  hysterical  grandstanding  about  new- 
drugs  and  get  to  work  on  the  old,  persistent 
problems  of  crime,  race,  and  poverty. 

[From  the  Washington  Post.  Sept.  18.  1986) 

We  Know  Who  Will  Lose  the  Drug  War 
(Edwin  M.  Yoder,  Jr.) 

Prime-time  network  television,  our  great 
window  on  pseudo-reality,  is  the  perfect 
place  to  summon  us  to  the  pursuit  of  a  chi- 
mera: the  'drug-free  America"  for  which 
President  and  Mrs.  Reagan  have  called. 

In  the  misdirection  of  valuable  official  en- 
ergies, there's  been  nothing  since  the  great 
Red  Scare  of  the  early  1950s  to  match  the 
current  drug-bashing  hysteria. 

A  few  days  before  the  Reagans  spoke  on 
Sept.  14,  the  House  of  Representatives, 
which  is  suspected  of  election-year  fever, 
passed  a  great  bipartisan  antidrug  bill.  Un- 
embarrassed that  it  hasn't  two  dimes  to  rub 
together,  the  House  boldly  authorized  the 
expenditure  of  $3  billion  to  fight  drug  traf- 
fic. It  is  asserted,  despite  every  appearance 
to  the  contrary,  that  Americans  are  eager  to 
pay. 

It  is  far  likelier  that  (as  in  the  demand  for 
"tough"  criminal  sentences  to  nonexistent 
prisons)  we  want  the  result  without  the 
cost.  Just  as  unrealistically.  the  House 
tossed  in  the  hangman,  the  U.S.  Army,  and 
illegal  searches— none  of  them  likely  to  be 
much  used  in  chasing  down  drug  dealers. 

Empty  legislation  is  bad  enough.  The 
purple  prose  of  the  White  House  speech- 
writers  is  worse  because  it  is  so  fantastically 
wide  of  any  recognizable  mark. 

President  Reagan  was  made  to  say,  for  in- 
stance, that  drugs  "are  menacing  our  socie- 
ty"; that  they  constitute  "a  repudiation  of 
everything  America  is";  that  they  mock  our 
heritage  and  are  "threatening  our  values 
and  undercutting  our  institutions."  That 
was  the  understated  part. 

Such  rhetoric  trifles  with  the  dignity  and 
credibility  of  public  advocacy.  Describing  a 
serious  but  not  terminal  problem,  nuisance 
really,  as  if  it  were  an  invasion  by  man- 
eating  intergalactic  aliens  Is  rhetorical  hy- 
pochondria, like  treating  a  sprained  ankle  as 
life-threatening. 

A  repudiation  of  what  "heritage."  precise- 
ly? Before  the  First  World  War— that  is, 
before  Americans  began  tolerating  federal 
nosing  into  their  private  lives  and  habits- 
drug  addiction,  usually  to  morphine  or  some 
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other  opiate,  was  as  common  per  capita  as  it 
is  today,  if  not  more  so. 

As  for  wear  and  tear  on  the  social  order, 
the  Prohibition  era  and  its  associated  gang- 
sterism find  no  real  parallel  today.  Presi- 
dent Reagan  is  irresistibly  attracted  to  the 
golden-age  myth,  but.  as  usual,  it  is  unhis- 
torical.  There  is  no  idyllic  "heritage" 
against  which  to  play  off  today's  drug 
threat. 

Two  far  more  material  items  of  social  his- 
tory, though  not  obscure,  made  no  appear- 
ance in  the  Reagans'  remarks. 

The  first  is  that  there  has.  in  fact,  been  a 
decline  in  social  discipline  and  control,  in 
which  illicit  drugs  are  implicated.  But  that 
is  because  the  means  of  social  control  that 
obtained  in  rural  or  small-town  America  a 
generation  or  two  ago  (and  which  were  not 
invariably  pleasant  or  just)  were  left  behind 
with  the  horse  and  buggy. 

The  onetime  controllees  have  jumped  the 
restraints  of  rural  life  and  economic  depend- 
ency. Many  of  them  now  constitute  a  for- 
lorn urban  underclass,  huddled  in  imperson- 
al cities;  and  drugs  and  crime  have  become 
an  expression  of  social  defiance  and  alien- 
ation. A  discussion  of  the  drug  problem  that 
omits  this  context  is  evasive  and  vacuous. 

And  where  social  values  are  concerned, 
the  same  television  that  bring."^  us  magnified 
images  of  this  disturbing  reality  also  b.ings 
us  a  fantasy  world  of  pill-popping,  beer-swil- 
ling hedonism  and  crime-centered  entertain- 
ment that  sometimes  seems  morally  indis- 
tinguishable from  reality.  So  who's  kidding 
whom? 

As  for  "wars"  and  "crusades"  against  com- 
plex social  disorders,  you  would  suppose 
that  presidents,  by  now.  would  be  warier. 
We  have  had  a  war  on  poverty  (which. 
Reagan  himself  has  remarked,  not  quite  ac- 
curately, "poverty  won"),  on  street  crime 
(by  Richard  Nixon  &  Co.)  and  the  "moral 
equivalent  of  war"  on  oil  dependency  (by 
Jimmy  Carter).  At  last  notice,  poverty  and 
street  crime  were  undefeated,  and  oil  de- 
pendency seems  to  be  making  a  rapid  come- 
back. 

Yet  invoking  the  spirit  of  World  War  II, 
Ronald  Reagan  says  "we're  in  another  war 
for  our  freedom."  All  that  is  predictable 
about  such  "wars"  Ls  that  they  will  end  in 
"defeat"  and  further  feed  the  public  convic- 
tion that  government,  unlike  the  Mounties. 
never  gets  its  man. 

Mr.  MURKOWSKI.  Mr.  President.  I 
rise  in  strong  support  of  this  legisla- 
tion of  critical  importance  in  the  war 
against  drug  abuse.  Over  the  past  sev- 
eral years,  I  have  been  focusing  on  the 
drug  problems  in  Alaska.  I  have  held 
two  hearings  to  determine  just  how 
extensive  drug  abuse  was  in  my  State. 
What  I  learned  from  those  heaj-ings 
was  that  Alaska  has  the  highest  drug 
usage  in  the  United  States.  This  trans- 
lates into  increased  crime,  lost  produc- 
tivity, wrecked  lives,  domestic  violence, 
high  dropout  rates,  suicide,  and  death. 
Let  me  share  with  you  some  particu- 
larly poignant  testimony  which  rein- 
forces the  absolute  necessity  for  this 
legislation.  A  representative  of  the 
Alaska  Federation  of  Natives  testified 
on  legislation  designed  to  expand  pre- 
vention services  and  treatment  of  alco- 
hol and  drug  abuse  among  Indian  and 
Alaska  Native  youth— and  I  quote  "al- 
cohol and  drug  abuse  is  the  major 
health  care  problem  faced  by  Alaska 


Natives.  It  stancis  out  clearly  as  the 
most  threatening  to  our  health,  our 
lives,  and  our  culture.  It  affects  every 
aspect  of  rural  community  life,  as  well 
as  urban,  and  threatens  the  very  sur- 
vival of  Alaska  Native  people  and  the 
traditional  way  of  life." 

And  its  not  just  Alaska's  Native  pop- 
ulation in  my  State  that  is  losing  be- 
cause illicit  narcotics  are  rampant  in 
Alaska's  streets.  A  university  of  Alaska 
study  indicates  that  72  percent  of 
Alaska's  high  school  seniors  have  used 
marijuana.  Nationwide,  that  figure  is 
only  59  percent.  Cocaine  usage  among 
Alaska's  high  school  seniors  is  three 
times  that  of  their  lower  48  counter- 
parts. 

I  meant  it  when  I  told  Alaskans  that 
I  was  going  to  do  something  about  this 
problem  and  we  were  going  to  get  in- 
volved. I  know  that  with  the  prompt 
enactment  of  this  bipartisan  bill  we 
can  achieve  President  and  Mrs.  Rea- 
gan's goal  of  a  drug-free  America.  The 
bill  before  us  aggressively  attacks  the 
drug  menace  on  five  fronts.  The  eradi- 
cation of  illicit  drug  crops  in  producer 
countries:  interdiction  of  drug  ship- 
ments bound  to  the  United  States;  the 
strengthening  of  penalties  against 
drug  peddlers,  education  of  our  chil- 
dren on  the  dangerous  effects  of  ille- 
gal drugs;  and  the  rehabilitation  of 
those  who  have  already  fallen  victim 
to  drugs. 

State  and  local  police  chiefs,  educa- 
tors, counselors,  and  health  care  pro- 
viders have  all  told  me  they  needed 
more  resources  to  aggressively  combat 
drug  abuse.  This  Senate  bill  responds 
to  this  need  by  strengthening  the  Fed- 
eral Government's  commitment.  I  am 
particularly  pleased  with  the  provi- 
sions of  the  bill  that  increase  Federal 
funding  to  States  to  ensure  drug-free 
schools— $150  million  in  new  money  in 
grants  to  States— and  provide  greater 
Federal  assistance  to  State  and  local 
law  enforcement  officers— $237.5  mil- 
lion in  budget  authority  for  Depart- 
ment of  Justice  and  Federal  judiciary 
programs,  including  a  drug  law  en- 
forcement grant  program.  Those  pro- 
visions that  target  education  efforts 
for  youth  that  are  particularly  vulner- 
able to  becoming  alcohol  or  drug  abus- 
ers are  also  critically  important. 

I  thank  Senator  Andrews,  the  chair- 
man of  the  Select  Committee  on 
Indian  Affairs,  and  his  staff  for  their 
efforts  on  behalf  of  the  needs  of 
American  Indians  and  Alaska  Natives. 
Included  in  this  omnibus  bill  are  provi- 
sions of  legislation  which  has  already 
passed  the  Senate,  and  which  I  worked 
hard  for,  designed  to  squarely  address 
the  prevention  and  treatment  needs  of 
American  Indian  and  Alaska  Native 
youth.  Juvenile  alcohol  and  drug 
abuse  has  not  been  a  high  priority 
with  either  the  Bureau  of  Indian  Af- 
fairs or  the  Indian  Health  Service. 
From  testimony  I  received  from  the 
Alaska    State    coordinator     for    the 


Office  of  Alcoholism  and  Drug  Abuse  I 
learned  that  the  Alaska  Area  Indian 
Health  Service  Office  allocates  less 
than  1  percent  of  its  resources  for  al- 
cohol and  drug  abuse  prevention.  In 
fact,  the  Indian  Health  Service  does 
not  operate  a  single  juvenile  drug 
treatment  center  in  Alaska.  That  is 
why  I,  and  other  Senators  on  the 
Indian  Affairs  Committee,  strongly 
support  the  provisions  of  this  bill  that 
require  the  Indian  Health  Service  and 
the  Bureau  of  Indian  Affairs  to  imple- 
ment needed  programs  to  treat  and 
prevent  alcohol  and  drug  abuse.  This 
legislation  authorizes  approximately 
$40  lor  prevention  programs  for  Amer- 
ican Indian  and  Alaska  Natives. 

I  also  wish  to  thank  Senator  Lugar, 
the  chairman  of  the  Foreign  Relations 
Committee,  and  his  staff  for  their 
leadership  in  drafting  the  provisions 
of  this  bill  strengthening  the  tools  of 
our  foreign  policy  against  major  drug 
producer  and  transit  countries.  My 
amendment  strengthening  the  author- 
ity of  our  law  enforcement  personnel 
abroad  will  result  in  more  frequent 
and  larger  seizures  of  drugs,  illicit  lab- 
oratories, and  more  arrests  and  pros- 
ecutions of  major  drug  traffickers. 

Mr.  President,  we  are  going  to  need  a 
continued  effort  to  maintain,  I  think, 
a  communication  direct  to  the  commu- 
nities that  are  screaming  in  agony  for 
support.  Local  law  enforcement  agen- 
cies that  are  frustrated,  educators  that 
are  wondering  what  the  Federal  Gov- 
ernment is  going  to  do  to  provide  as- 
sistance, and  those  involved  in  the  re- 
habilitation all  are  watching  this  legis- 
lation as  it  moves  through  the  Con- 
gress of  our  Nation. 

Mr.  President,  I  think  this  is  one  of 
the  most  important  pieces  of  legisla- 
tion the  Senate  will  consider  this  year. 
It  is  a  bill  which  deserves  the  whole- 
hearted support  of  all  of  us. 

It  is,  I  think,  a  representation  of  the 
degree  of  frustration  that  exists 
within  our  country  and  the  fact  that 
people  all  over  the  United  States  are 
looking  for  the  leadership  provided  by 
the  Congress  and  this  body. 

I  would  like  to  commend  my  col- 
league, the  junior  Senator  from  Flori- 
da, who  has  led  initially  in  this  effort. 
I  think  the  time  has  come,  Mr.  Presi- 
dent, when  Americans  are  absolutely 
fed  up  and  they  demand  Congress  re- 
spond with  meaningful  legislation  that 
will  help  them  address  the  problems  in 
this  area  in  a  responsible  and  timely 
way. 

D  1330 

Mr.  THURMOND.  Mr.  President,  I 
rise  today  in  support  of  the  bipartisan 
comprehensive  antidrug  package  intro- 
duced by  the  Senate  Republicans  and 
Democrats. 

Drugs  are  menacing  our  Nation.  The 
drug  problem  is  undoubtedly  one  of 
the  most  serious  facing  this  country. 


Sontom  ho 
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The  facts  about  drug  abuse  are  brutal. 
There  are  about  500,000  hard-core 
heroin  users  in  the  United  States. 
There  are  between  4  million  and  5  mil- 
lion Americans  who  use  cocaine.  Prom 
1975  to  1984.  the  amount  of  cocaine 
smuggled  into  the  United  States  quad- 
rupled. In  1984,  the  drug  empire 
brought  into  the  United  States  10  tons 
of  heroin,  85  tons  of  cocaine,  and 
about  15,000  tons  of  marijuana.  This 
does  not  include  the  substantial  do- 
mestic production  of  narcotics. 

The  cost  of  drugs  on  our  society  is 
tremendous:  In  1983  the  estimated 
total  cost  was  almost  $60  billion,  based 
on  the  cost  of  treatment  and  support, 
mortality,  reduced  productivity,  lost 
employment,  and  related  costs.  Drugs 
on  the  job  and  in  the  school  are  quite 
pervasive  and  of  most  concern.  Drug 
dependent  workers  are  38  percent  less 
productive  than  their  peers,  according 
to  a  National  Institute  on  Drug  Abuse 
study.  In  1985,  61  percent  of  all  high 
school  seniors  had  tried  at  least  one  or 
more  illicit  drugs. 

We  are  beginning  to  see  a  fundamen- 
tal change  in  the  attitude  of  the 
American  people  toward  the  use  of  il- 
legal drugs.  Across  the  country  indi- 
vidual citizens,  private  organizations, 
community  groups,  public  agencies  are 
all  working  to  reestablish  a  moral  cli- 
mate in  which  drug  use  is  not  just  ille- 
gal, but  socially  and  ethically  unac- 
ceptable. One  highly  visible  example  is 
the  work  of  First  Lady  Nancy  Reagan. 
With  her  help,  10,000  "Just  Say  No" 
clubs  have  been  established  across  the 
country.  The  campaign  against  drugs 
has  made  front  page  news  and  has 
been  the  hot  topic  on  talk  shows 
lately. 

Today  we  in  the  Senate  are  introduc- 
ing a  bipartisan  comprehensive  drug 
bill.  This  is  not  a  new  initiative  for  the 
Senate,  but  rather  a  continuation  of 
our  long-term  efforts  to  deal  with  this 
national  crisis.  We  are  proud  of  our 
record  in  this  regard. 

Since  the  elections  of  1980,  when  the 
Republicans  won  a  majority  in  the 
Senate,  the  Congress  has: 

Passed  the  Comprehensive  Crime 
Control  Act  of  1984,  making  it  a  Fed- 
eral crime  to  distribute  a  controlled 
substance— an  illegal  drug— within 
1,000  feet  of  a  school; 

Enacted  the  International  Narcotics 
Control  Act  of  1985: 

Dramatically  strengthened  interdic- 
tion and  enforcement; 

Established  the  National  Drug  En- 
forcement Policy  Board  to  focus  the 
national  campaign  against  illegal 
drugs; 

Barred  money  for  any  country  certi- 
fied by  the  President  as  failing  to  take 
adequate  measure  to  prevent  cultiva- 
tion or  transfer  of  narcotics; 

P>assed  the  Military  Justice  Act  of 
1983,  which  made  drug  dealing  in  the 
Armed  Forces  punishable  by  court 
martial. 


Directed  the  Attorney  General  to 
draft  a  model  law  for  States  to  act 
against  cocaine  "freebase"  houses  as 
centers  of  the  drug  trade; 

Made  illegal  the  investment  of 
income  from  a  felony  drug  offense; 
and 

Reformed  the  lenient  Federal  bail 
system,  so  that  drug  abuse  by  a  con- 
victed person  will  be  considered  in  bail 
decisions— Ball  Reform  Act  of  1984. 

The  Senate  has  continued  its  aggres- 
sive campaign  against  drug  abuse  in 
this  Congress.  Unfortunately,  the 
House  has  failed  to  act  on  many  of 
these  important  Senate-passed  bills: 

In  March  1985,  the  Senate  passed 
the  Federal  Drug  Law  Enforcement 
Agent  Protection  Act,  to  provide  re- 
wards to  anyone  who  helps  in  the 
arrest  and  conviction  of  persons  guilty 
of  killing  or  kidnaping  a  Federal  drug 
agent. 

In  November  1985,  the  Senate 
passed  a  bill  making  it  a  Federal  crimi- 
nal offense  to  operate  or  direct  the  op- 
eration of  a  common  carrier  while  in- 
toxicated or  under  drug  influence. 

Last  April,  the  Senate  passed  S. 
1236,  tightening  up  on  penalties  for 
certain  drug-related  crimes. 

Last  December,  the  Senate  passed 
the  Indian  Juvenile  Alcohol  and  Drug 
Abuse  Prevention  Act. 

Last  December,  the  Senate  passed  S. 
1437,  a  bill  to  fight  the  spread  of  "de- 
signer drugs." 

Last  July,  the  Senate  adopted  a 
D'Amato  amendment  to  House  Joint 
Resolution  668,  that  cracks  down  on 
the  money  laundering  essential  to  the 
operations  of  the  drug  empire. 

The  legislation  being  introduced 
today  incorporates  these  bills  as  well 
as: 

Enhanced  penalties  for  large-scale 
drug  trafficking; 

Enhanced  penalties  for  possession  of 
drugs;  and 

Authorization  of  money  for  con- 
struction of  one  new  prison. 

I  believe  the  bill  can  be  further  im- 
proved by  adding  a  few  key  elements 
such  as: 

A  constitutional  procedure  for  the 
imposition  of  the  death  penalty; 

Limitatiori  on  the  exclusionary  rule; 
and 

Habeas  corpus  reform. 

I  understand  it  is  impossible  to  get 
all  of  this  in  this  bipartisan  bill  that  is 
being  introduced,  but,  Mr.  President, 
these  ought  to  be  incorporated. 

We  hope  to  see  quick  action  on  this 
bill  in  the  Senate  and  I  urge  my  col- 
leagues in  both  the  Senate  and  the 
House  to  join  us  in  sending  the  most 
powerful  bill  we  can  to  the  President's 
desk. 

Mr.  President,  I  yield  the  floor. 
•  Mr.  DENTON.  Mr.  President,  I  am 
proud  to  be  an  original  cosponsor  of 
the  bipartisan  Senate  drug  bill.  This 
comprehensive  legislation  is  the  result 
of  a  truly  cooperative  effort  by  Sena- 


tors on  both  sides  of  the  aisle  who 
have  come  together  to  help  fight— and 
win— the  war  against  illegal  drugs. 

The  bill  maintains  the  necessary 
multidimensional  approach  to  the  ille- 
gal drug  problem,  recognizing  that  the 
battle  must  be  fought  on  many  fronts, 
both  at  home  and  abroad.  It  is  intend- 
ed to  help  cut  off  the  supply  of  drugs 
while,  at  the  same  time,  drying  up  the 
demand  for  them  in  this  country. 

The  bill  strikes  at  the  sources  of  the 
illicit  drug  traffic  by  providing  much 
stronger  punishment  for  drug  dealers 
and  by  making  it  much  more  difficult 
for  them  to  hide  their  tracks  through 
the  laundering  of  drug  money.  The 
legislation  thus  seeks  to  deprive  drug 
dealers  of  the  expectation  of  profit 
which  motivates  their  activities. 

For  trafficking  in  large  amounts  of 
drugs  the  bill  increases  the  maximum 
penalty  to  life  imprisonment,  without 
possibility  of  parole  or  suspension  of 
sentence.  Life  imprisonment  would  be 
mandatory  for  a  subsequent  large- 
scale  trafficking  offense  which  results 
in  the  death  of  a  person.  Prison  terms 
are  also  significantly  increased,  with 
no  possibility  for  parole,  for  dealing  in 
smaller  amount  of  illegal  drugs. 

In  an  important  revision  of  existing 
law,  the  bill  would  provide  for  the 
mandatory  life  imprisorur.ent  of  so- 
called  drug  kingpins,  who  are  the  prin- 
cipal organizers  or  leaders  of  large, 
continuing  drug  enterprises.  This  is  a 
provision  which  was  first  proposed  by 
Senator  Trible  in  S.  2801,  of  which  I 
was  an  original  cosponsor. 

I  am  extremely  pleased  that  the  bill 
contains  strong  measures  to  help 
interdict  the  flow  of  illegal  drugs  into 
the  United  States.  People  in  our  State 
of  Alabama,  as  in  other  States  along 
the  gulf  coast  and  southwest  border, 
are  greatly  concerned  about  the  smug- 
gling of  drugs  into  our  part  of  the 
country  by  land,  sea,  and  air.  The  bill 
authorizes  increased  appropriations  to 
the  Customs  Service  and  the  Coast 
Guard  and  will  enhance  their  abilities 
to  detect  and  prevent  the  entry  of  ille- 
gal drugs.  It  also  provides  the  Immi- 
gration and  Naturalization  Service 
with  the  general  arrest  authority  they 
need  to  assist  in  drug  interdiction,  as 
well  as  curbing  the  flow  of  illegal 
aliens.  These  provisions  are  indispen- 
sable if  we  are  to  take  control  of  our 
own  borders  against  the  influx  of  nar- 
cotics. 

Such  control  is  especially  necessary 
in  light  of  increasing  evidence  of  the 
interrelationships  between  drug  traf- 
fickers and  the  international  terrorist 
network,  especially  in  the  Western 
Hemisphere.  As  chairman  of  the  Judi- 
ciary Subcommittee  on  Security  and 
Terrorism,  I  have  launched  investiga- 
tions and  hearings  which  have  docu- 
mented this  alarming  phenomenon. 
They  have  shown  that  drug  traffickers 
depend   on   terrorists   for  protection. 
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which  terrorists  provide  in  return  for 
drug  money  to  finance  their  heinous 
activities. 

Hearings  held  by  my  subcommittee 
have  also  proven  that  the  Cuban  and 
Nicaraguan  Governments  have  close 
ties  to  Latin  American  drug  smuggling 
operations  and  facilitate  the  transpor- 
tation of  drugs  into  the  United  States. 
These  developments  heighten  the 
deadly  nature  of  the  threat  posed  by 
drug  trafficking  and  underscore  the 
need  for  the  bipartisan  drug  bill.  The 
bill  addresses  the  need  for  better  inter- 
diction along  our  borders  and  also  rec- 
ognizes the  necessity  of  cooperation 
between  the  United  States  and  foreign 
governments  and  law  enforcement 
agencies  in  combating  illegal  drug  pro- 
duction and  trafficking.  The  bill  con- 
tains provisions  which  will  promote 
such  cooperation  and  involve  many 
other  countries  in  the  war  on  drugs, 
recognizing  the  illegal  traffic  to  be  a 
major  threat  to  all  the  countries  it  af- 
fects, just  as  terrorism  is.  If  a  country 
refuses  to  cooperate  with  our  antidrug 
programs,  the  bill  provides  for  the  cur- 
tailment of  U.S.  aid  to  that  country. 

The  bill  authorizes  additional  appro- 
priations for  the  Drug  Enforcement 
administration,  which  will  enable  it  to 
increase  its  investigative  and  intelli- 
gence gathering  capacities,  as  well  as 
its  presence  in  areas  of  the  country 
where  more  agents  are  desperately 
needed.  Having  chaired  my  Judiciary 
Subcommittee's  DEA  oversight  hear- 
ings over  the  last  6  years.  I  am  well 
aware  of  the  DEA's  capabilities  and 
believe  that  these  expenditures  will 
greatly  benefit  drug  law  enforcement. 
Recognizing  that  the  individual 
States  and  municipalities  are  on  the 
front  lines  of  dealing  with  the  day-to- 
day problems  of  illegal  drug  use.  the 
bill  authorizes  the  Attorney  General 
to  make  grants  to  the  States  to  assist 
them  in  enforcing  State  and  local  drug 
enforcement  laws.  The  bill  also  elimi- 
nates various  restrictions  on  the 
States'  use  of  Federal  block  grant 
funds  for  alcohol,  drug  abuse,  and 
mental  health  service,  thus  giving  the 
States  the  flexibility  they  need  in 
combating  alcohol  and  drug  abuse. 

Mr.  President,  the  use  of  illegal 
drugs  has  had  a  debilitating  effect  on 
a  whole  generation.  Billions  of  un- 
taxed dollars  are  diverted  to  the  cof- 
fers of  organized  crime.  Theft,  burgla- 
ry, robbery,  and  even  murder  increase 
as  drug  users  turn  to  crime  to  support 
their  addictions.  Law  enforcement 
agencies  are  forced  to  spend  more  of 
their  precious  resources  fighting  drug 
trafficking  and  drug  related  crime  at  a 
time  in  our  Nation's  history  when  un- 
precedented budget  deficits  have 
strained  those  resources  to  their  abso- 
lute limits. 

The  legislation  before  us  today  is 
the  last  opportunity  the  99th  Congress 
has  to  deal  comprehensively  with  this 
massive   national   problem.   We   must 
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not  fail  to  act  in  the  face  of  this  clear 
and  present  danger  of  our  national 
welfare. 

I  urge  my  colleagues  to  support  the 
bipartisan  Senate  drug  bill.* 

Mr.  HEFLIN  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Alabama. 

THERE  IS  A  DRUG  WAR  AND  IT  MUST  BE  WON 

Mr.  HEFLIN.  Mr.  President,  there  is 
a  violent  war  being  fought  in  America. 
For  many  years  this  war  was  fought 
for  us  by  special  agents  in  dark,  stink- 
ing alleys— through  garbage  strewn 
streets,  and  in  the  burned  out.  aban- 
doned buildings  of  our  large  metropol- 
itan areas. 

But  now.  the  battleground  has 
moved  into  middle-class  neighbor- 
hoods, into  glass  skyscrapers,  and  even 
into  school  playgrounds.  This  war  was 
once  fought  only  in  urban  America, 
but,  increasingly,  there  are  daily  skir- 
mishes on  country  roads,  on  remote 
rural  routes,  and  in  the  tree-lined 
streets  of  small  towns  and  villages.  All 
must  now  lend  their  efforts  and  their 
resolve  if  we  are  to  win  this  war. 

Every  day  the  death  tolls  and  casual- 
ty counts  rise.  This  war  knows  no  par- 
ticular class,  race.  age.  or  economic 
group.  It  damages  all  segments  of  soci- 
ety—leaving in  its  path  only  waste  and 
sorrow. 

In  this  war.  the  enemy  is  shrewd  and 
insidious.  He  often  feigns  friendship, 
concern,  or  even  sympathy  to  lure 
men.  women,  and  children  into  his 
trap.  He  preys  on  ignorance,  on  loneli- 
ness, on  uncertainty  and  even  curiosi- 
ty. Yet  his  motives  do  not  deviate.  He 
seeks  the  ruin  and  demise  of  our 
system. 

Mr.  President,  the  enemy  of  whom  I 
speak  is  the  supplier,  pusher,  and  ped- 
dler of  illegal  drugs— the  lowest  form 
of  subhumans  found  on  this  Earth, 
peddlers  of  human  misery,  greed- 
soaked  mutants  who  wage  this  war 
without  a  passing  thought  given  to  the 
tragedy  they  bring  to  their  fellow 
man. 

Although  this  country  has  declared 
war  on  drugs,  it  is  the  drug  pushers 
and  smugglers  who  declared  war  on 
humanity.  For  so  many  years  the 
family  has  been  standing  as  the  lone 
bulwark  against  the  spread  of  drug 
abuse.  It  has  endured  a  long  siege.  I 
am  now  overjoyed  to  see  so  many 
come  to  its  aid.  It  is,  indeed,  time  to 
mount  the  counteroffensive. 

Yet,  there  are  those  now  calling  for 
action  who  have  for  some  time  been 
celebrating  at  the  rear.  There  are 
many  now  calling  for  action  who  have 
at  some  past  time  proposed  and  voted 
to  cut  drug  enforcement  budgets. 
There  are  those  who  now  cry  the  loud- 
est who  at  some  past  time  vetoed  drug 
enforcement  legislation.  I  hope  and 
pray  that  their  conversion  is  sincere, 
and  not  just  another  public  relations 
ploy  or  electioneering  stunt.  The  fami- 
lies and  individuals  in  this  Nation  who 


had  been  under  siege  for  so  long  do 
not  need  false  friends. 
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Since  I  was  elected  to  the  U.S. 
Senate,  I  have  worked  to  strengthen 
and  to  bolster  the  fight  against  drug 
abuse.  The  comprehensive  crime  pack- 
age as  passed  by  Congress  in  1984,  and 
signed  into  law,  contained  legislation 
designed  to  thwart  and  to  frustrate 
the  reentless  damage  caused  by  drug 
pushers  and  peddlers.  However,  some 
of  the  toughest,  most  effective  provi- 
sions of  that  package  as  passed  by  the 
Senate  Judiciary  Committee,  were 
stripped  from  the  bill  before  it  was 
passed. 

We  cannot  return  to  the  past  to  cor- 
rect our  mistakes.  Although  some  may 
try  through  rhetoric  and  empty  words. 
But  talk  can  neither  change  the  past 
nor  will  it  solve  the  problems  we  face 
today.  The  legislation  now  before  this 
body  is  a  step  in  the  right  direction— a 
larger  step  than  we  have  taken  before. 
Yet  it  IS  a  step  that  has  been  urgently 
needed  by  individuals,  by  families,  and 
by  drug  enforcement  agents  who  have 
been  standing  alone  now  for  so  long. 

This  legislation  contains  many  dif- 
ferent provisions  which  will  help  in 
our  war  against  drugs  by  providing 
necessary  coordination  between  local. 
State,  and  Federal  drug  enforcement 
officials.  It  changes  the  law  to  allow 
for  stiffer  penalties  with  which  to 
punish  offenders,  and  finally  it  will 
provide  for  greater  funding  of  pro- 
grams to  eliminate  the  abuse  of  drugs. 
One  of  the  primary  things  that  this 
bill  does  is  to  strengthen  the  laws  de- 
fining contraband  drugs  and  the 
amounts  which  would  constitute  pos- 
session and  sale.  This  section  provides 
vital  support  for  the  trench  warfare.  It 
facilitates  the  ability  of  personnel  to 
arrest,  prosecute,  and  incarcerate  the 
drug  pushers  and  traffickers  and  to 
remove  them  from  the  field  of  battle— 
our  streets,  homes,  schools,  and  play- 
grounds. 

Additionally,  the  bill  provides  $115 
million  directly  to  State  and  local 
agencies  in  drug  grants.  These  funds 
are  to  be  distributed  through  the  De- 
partment of  Justice,  and  will  greatly 
aid  local  and  State  efforts  to  stem  the 
tide  of  drug  availability  or  abuse. 

This  legislation  also  increases  the 
penalties  for  drug  violations.  One  of 
the  most  important  aspects  of  the  bill 
is  the  creation  of  an  offense  for  em- 
ploying, hiring,  or  using  children  to 
distribute  drugs.  One  of  the  most  cow- 
ardly practices  of  drug  pushers  today 
is  the  use  of  children  in  the  drug 
trade.  They  are  used  to  deliver  drugs 
and  to  deliver  the  money  obtained 
from  drug  sales.  Often  they  are  beaten 
and  abused  if  they  fail  to  meet  their 
drug  sales  quota. 

Another  critical  aspect  of  this  legis- 
lation is  the  assault  it  makes  on  the 
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drug  pusher's  most  important  arse- 
nal—money. The  bill  creates  a  new 
criminal  offense  of  money-laundering 
and  includes  stiff  penalties  for  viola- 
tions of  this  offense.  In  addition,  au- 
thority is  given  to  the  Department  of 
Justice  and  the  Customs  Service  which 
allows  them  to  seize  money,  equip- 
ment and  other  assets  used  in  the  drug 
trade.  Appropriately,  the  moneys  from 
the  confiscation  of  this  property  shall 
be  used  for  State,  local,  and  Federal 
drug  law  enforcement,  education,  pre- 
vention, and  rehabilitation  programs. 

Mr.  President,  Alabama  stands  on 
the  front  lines  of  an  invasion  of  drugs 
bound  for  all  parts  of  the  United 
States.  My  State  faces  the  onslaught 
of  illegal  drugs  arriving  in  this  country 
from  the  Caribbean  and  South  Amer- 
ica. A  large  amount  of  this  drug  traffic 
comes  along  a  route  known  as  the 
Mobile  corridor  using  all  types  of  air- 
craft. 

Alabama  has  been  the  target  of 
waves  of  ships  and  aircraft  carrying 
literally  tons  of  illegal  drugs,  cocaine, 
and  marijuana  into  the  State.  Beefed- 
up  detection  in  the  Florida  peninsula 
and  a  lack  of  radar  coverage  has 
pushed  the  drug  traffic  into  the 
Mobile  corridor.  This  area  is  centered 
over  Mobile,  AL.  Much  of  this  drug 
cargo  is  destined  for  the  small  rural 
airports  and  abandoned  military  air 
strips  located  all  over  central  and 
north  Alabama. 

Last  year  I  cosponsored  bipartisan 
legislation  which  will  create  an  Air 
Force  Special  Operations  Squadron  of 
16  P-3  aircraft  equipped  with  sophisti- 
cated F-15  combat  radars.  This  squad- 
ron would  provide  a  detection  support 
unit  to  complement  an  existing  special 
operations  wing  stationed  at  Eglin  Air 
Force  Base  in  northwest  Florida.  I 
urge  that  some  of  the  elements  of  this 
bill  be  incorporated  into  the  legisla- 
tion now  before  the  Senate. 

This  bill  provides  a  solid  plan  of 
attack  against  the  airborne  and 
marine  drug  smuggler.  Harsh  penalties 
are  instituted  for  individuals  who 
transport  drugs  in  planes,  or  vehicles 
across  State  lines.  Foreign  citizens 
who  have  residency  status  in  America 
could  be  deported  or  excluded  from 
this  Nation  for  dealing  in  drugs  or  for 
being  convicted  of  a  drug-related 
crime.  It  does  not  call  for  troops  along 
the  border,  but  extends  a  much- 
needed  and  long-overdue  helping  hand 
to  our  law  enforcement  officials.  The 
plan  incorporated  in  this  bill  will  final- 
ly give  our  underequipped  civilian 
drug  enforcement  agencies  the  drug 
detection  capability,  and  the  legal 
means  they  need  to  halt  the  narcotics 
trafficker  from  penetrating  our  bor- 
ders. 

Alabama's  night  skies  have  been 
filled  with  aircraft  ranging  from  sleek 
corporate  jets  to  tired  airliners  to 
World  War  II  surplus  bombers  carry- 


ing their  deadly  cargo  into  rural  air- 
fields in  the  Southeast. 

In  March  1985  I  secured  an  agree- 
ment from  then  newly  appointed  At- 
torney General  Edwin  Meese  that  the 
closing  of  the  Mobile  drug  corridor 
would  be  a  high  priority  in  the  Justice 
Department's  efforts  to  stop  the  flow 
of  illegal  drugs  into  the  United  States. 
This  was  during  Meese 's  testimony 
before  the  Senate  Judiciary  Commit- 
tee. 

At  that  time  I  discussed  with  Meese 
a  plan  to  use  pilots  from  Fort  Rucker, 
AL,  to  relay  information  from  their 
daily  flights  about  suspect  aircraft. 
Helicopter  pilots  based  at  Fort  Rucker 
fly  throughout  southeast  Alabama 
and  crisscross  the  Mobile  drug  corri- 
dor daily.  We  should  take  advantage 
of  the  information  their  trained  alert 
eyes  and  ears  can  gather. 

A  month  earlier  I  had  met  with  Maj. 
Gen.  Don  Parker,  commander  of  Fort 
Rucker,  about  the  Mobile  corridor 
problem.  He  told  me  at  the  time  that: 

We  need  to  look  into  perhaps  providing 
some  instruction  to  our  people  who  are 
flying  on  what  they  should  do  when  they 
observe  this  sort  of  activity.  I  know  that  we 
have  had  some  cases  where  we  were  able  to 
be  of  assistance  in  the  past.  I  think  this  is 
something  we- should  look  into  and  see  if  a 
procedure  can  be  developed. 

I  have  been  less  impressed  with  the 
resources,  priority,  and  followthrough 
the  Justice  Department  has  dedicated 
to  this  idea.  While  we  may  not  be  able 
to  completely  halt  the  flow  of  illegal 
drugs  through  the  Mobile  corridor  in 
the  next  few  years,  we  must  make  a 
real  effort  to  try. 

Because  the  drug  pusher  preys  on  ig- 
norance, I  am  particularly  encouraged 
by  provisions  of  this  bill  which  will 
stress  the  education  of  citizens  of  all 
ages  regarding  the  damage  and  harm 
of  drug  abuse.  It  provides  crucial  fund- 
ing for  education  programs  through- 
out the  nation.  At  least  $80  million 
will  be  available  for  State  and  local 
education  agencies.  Only  through  a 
working,  factual  knowledge  of  the  per- 
manent damage  caused  by  drug  abuse 
will  people  of  all  ages  be  warned  that 
drugs  do  not  solve  problems,  or  make 
friends,  they  do  not  provide  an  edge  or 
an  advantage.  Above  all,  they  are  not 
an  entertainment.  Drugs  lead  to  a 
hellish  existence  in  which  the  user  is 
unable  to  function  in  a  productive 
manner  and  is  incapable  of  making  de- 
cisions even  for  himself.  Education 
will  be  a  first  step  in  establishing  a 
beachhead  from  which  to  launch  our 
attack  on  drug  pushers  and  peddlers. 

Finally,  this  bill  provides  help  for 
the  many  casualties  who  have  already 
fallen  to  drug  abuse.  Funds  are  provid- 
ed for  the  prevention,  treatment,  and 
rehabilitation  of  those  already  affect- 
ed by  the  blight  which  abuse  necessar- 
ily brings.  Assistance  will  be  available 
to  those  who  truly  wish  to  turn  their 
wasted  lives  around.  Perhaps  many  of 


those  reformed  drug  users  will  become 
devoted,  loyal  warriors  in  this  battle— 
for  they  know  first  hand  the  deceptive 
tricks  and  ploys  of  the  enemy— the 
pusher. 

There  is  a  pioneer  program  in  Bir- 
mingham, AL,  called  TASC,  treatment 
alternatives  to  street  crime.  This  pro- 
gram identifies  abusers  of  illegal  sub- 
stances who  have  been  put  behind 
bars  for  some  other  crime.  Drug  users 
must  often  resort  to  burglary  or  theft 
in  order  to  support  their  expensive 
habit.  It  then  treats  them  in  an  effort 
to  rehabilitate  their  lives.  Not  only 
does  TASC  provide  new  hope  and  life 
to  the  drug  user,  but  it  also  helps  to  . 
eliminate  the  crime  wh'ch  the  drug 
supplier  brings  when  he  pushes  his 
product.  I  would  like  to  see  this  pro- 
gram established  as  a  model  program 
for  the  entire  Nation.  In  that  way,  the 
TASC  force  could  provide  a  coordinat- 
ed network  through  which  to  help 
people  on  a  greater  scale. 

Though  much-needed  fimding  is 
being  provided,  we  must  be  careful  lest 
these  funds  and  this  great  momentum 
is  squandered  on  publicity  stunts  de- 
signed to  enhance  the  personal  esteem 
of  one  individual,  or  to  obtain  political 
gain.  We  must  devote  our  efforts  to 
the  fight  against  pushers,  not  to  the 
fight  against  political  opponents. 

For  years  I  have  sought  to  establish 
an  antidrug  czar  at  the  highest  level  in 
the  Federal  Government.  I  believe 
that  we  should  add  this  provision  to 
the  package  which  is  now  before  us. 
We  must  place  an  official  in  charge  of 
our  drug  control  program  who  will 
have  the  clout  and  authority  to  get 
the  job  done.  I  feel  that  this  office 
should  be  given  level  authority.  I  feel 
that  the  creation  of  an  office  at  a  level 
lower  than  the  Cabinet  would  be  hin- 
dered by  the  infighting  and  backbiting 
that  have  frustrated  our  efforts  up 
until  now.  and  particularly  in  the  last 
5  years.  The  authority  of  the  position 
would  be  analogous  to  that  exercised 
by  the  Director  of  the  Central  Intelli- 
gence over  U.S.  intelligence  policy.  It 
is  crucial  that  we  create  this  office  and 
that  he  answers  directly  to  the  Presi- 
dent of  the  United  States. 

In  our  zeal  to  make  war  on  the  drug 
pusher  and  supplier,  however,  we  must 
guard  against  the  passage  of  overly- 
hasty,  ill-conceived  legislation.  In  the 
long  run,  such  a  bill  could  possibly 
work  to  the  favor  of  those  we  wish  to 
stop  by  allowing  possible  legal  re- 
course. We  must,  rather,  spend  the  re- 
quired time  to  formulate  lasting  legis- 
lation that  will  effectively  block  the 
supply  and  abuse  of  drugs. 

The  threat  facing  our  society,  our 
families,  and  our  way  of  life  is  very 
real  and  very  dangerous.  Yet  we  must 
never  lose  our  resolve.  The  enemy  will 
try  any  tactic,  use  any  device,  any 
weapon,  but  we  must  forever  carry  on 
the  battle.  We  must  all  join  together 
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to  fight  the  drug  pusher  in  the  streets, 
in  the  hills,  in  the  wilderness,  and  in 
the  cities.  Our  freedom,  our  futures, 
and  our  families  are  at  stake.  We  will 
win  this  battle— because  we  are  Ameri- 
cans. But  the  fight  may  not  be  easy. 

I  appeal  to  my  Senate  colleagues  to 
join  me  in  supporting  this  bill.  The 
commitment  we  make  is  a  commit- 
ment to  the  future— a  future,  I  pray, 
which  will  be  free  of  the  temptation, 
the  waste,  and  the  damage  of  drug 
abuse. 

Mr.  President.  I  yield  the  floor. 

Mr.  SPECTER  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Pennsylvania. 

Mr.  SPECTER.  Mr.  President,  I  join 
my  colleagues  in  urging  this  body  to 
act  promptly  and  forcefully  on  the 
problems  of  drugs  in  this  country.  I 
say  this  having  been  acquainted  with 
the  problems  of  drug  enforcement 
going  back  to  1959  in  my  work  in  the 
district  attorney's  office  in  Philadel- 
phia, and  continuing  with  my  work  in 
the  Judiciary  Committee  of  the  U.S. 
Senate,  including  the  introduction  of  a 
number  of  bills  which  relate  to  this 
problem. 

Some  say  that  the  Senate  is  acting 
in  response  to  a  public  outcry,  and 
that  we  may  be  acting  with  undue 
haste. 

Mr.  President.  I  believe  that  we  have 
ample  time  to  give  due  deliberate  con- 
sideration to  the  issue  before  us.  Some 
we  can  accept,  others  we  may  have  to 
reject,  but  the  time  for  action  is 
present. 

These  are  not  issues  which  are  new 
to  this  body.  We  are  familiar  with 
them  from  having  studied  them  in  the 
past.  The  experience  has  been  that  it 
does  take  a  public  demand  and  a 
public  outcry  for  matters  to  advance 
on  the  legislative  agenda  of  the  Con- 
gress, to  receive  such  attention  and 
such  action. 

I  have  sponsored  legislation,  Mr. 
President,  which  is  almost  4  years  old, 
which  would  allocate  1  percent  of  our 
Federal  budget,  or  approximately  $10 
billion  a  year,  to  law  enforcement. 
These  legislative  initiatives  were  intro- 
duced in  the  98th  Cont'ress  and  re- 
introduced in  the  99th  Congress,  call- 
ing for  improved  investigation,  im- 
proved court  administration,  improved 
and  expanded  prison  facilities,  includ- 
ing the  construction  of  some  200,000 
jail  cells. 

But  now,  in  the  wake  of  an  enor- 
mous problem  which  is  confronting 
the  country,  and  in  the  wake  of  public 
recognition  in  some  polls  boosting  this 
issue  to  the  No.  I  spot  in  public  con- 
cern, this  body  and  the  House  of  Rep- 
resentatives are  looking  at  the  drug 
problem.  Indeed,  it  is  time  for  action. 

Mr.  President.  I  commend  the  lead- 
ership of  the  Senate  for  bringing  this 
matter  to  the  floor,  and  I  commend 
my  distinguished  colleague.  Senator 
Paula  Hawkins  from  Florida,  for  fo- 


cusing the  attention  of  the  Senate,  the 
attention  of  the  Congress,  and.  in  part, 
the  attention  of  the  country  on  this 
issue. 

During  the  course  of  the  past  6 
years  while  Senator  Hawkins  and  I 
have  worked  together,  many  of  us 
have  deliberated  on  these  issues.  Sena- 
tor Hawkins  has  an  extra  special  con- 
cern. We  all  have  a  special  concern.  I 
have  been  worried  about  the  problems 
of  drugs  in  the  big  cities  and  small 
towns  of  Pennsylvania.  Senator  Haw- 
kins has  a  unique  concern  because  of 
the  expansive  coastline  of  Florida, 
which  is  the  point  of  entry  for  so 
many  drugs.  She  is  to  be  commended 
for  what  she  hais  done. 

Mr.  I*resident,  this  proposal  will 
attack  the  drug  problem  at  all  levels, 
which  is  urgently  needed. 

The  first  line  of  attack  is  interdic- 
tion, to  stop  drugs  from  coming  into 
this  country  from  foreign  sources.  To 
do  that,  we  need  the  assistance  of  air- 
craft, we  need  the  assistance  of  boats, 
we  need  the  assistance  of  more  person- 
nel. That  is  provided  for  in  this  bill. 

We  perhaps  ought  to  back  up  one 
step  and  try  to  take  further  action  to 
stop  the  growth  of  drugs  at  their 
source.  In  my  work  on  the  Foreign  Op- 
erations Subcommittee  for  the  past  2 
years.  I  have  pressed  officials  of  the 
Department  of  State,  including  the 
Secretary  of  State,  in  hearings  before 
the  Foreign  Operations  Subcommittee 
to  get  tougher  with  foreign  countries 
which  have  not  reduced  the  produc- 
tion of  drugs.  I  have  given  notice  in 
the  Foreign  Operations  markup  of  my 
intention  to  offer  an  amendment  to 
reduce  our  foreign  aid  to  some  of 
those  countries  which  are  producing 
the  drugs.  That  is  even  an  ancillary 
step  toward  interdiction,  to  take 
stronger  measures  to  stop  the  growth 
of  drugs  on  foreign  soils  which  then 
come  into  this  country. 

Beyond  that,  we  need  more  re- 
sources for  strike  forces,  more  U.S.  at- 
torneys, more  assistance  for  theDEA 
agents. 

Then  the  next  step  is  more  prison 
space,  a  subject  which  long  has  had 
the  attention  of  the  distinguished  ma- 
jority leader  [Mr.  Dole],  who  has 
worked  on  expanding  prisons,  as  has 
this  Senator.  These  ingredients,  most 
of  them,  are  present  in  this  bill. 
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Also,  this  bill  provides  for  important 
rehabilitation  and  education  pro- 
grams. It  is  not  enough  to  work  on  the 
supply  side  with  interdiction  and  en- 
forcement of  drug  pushers,  but  it  is 
important  also  to  work  on  the  demand 
side  with  education  and  rehabilitation 
programs. 

Recently.  I  visited  a  series  of  drug 
rehabilitation  and  treatment  centers- 
Saint  Francis  Hospital  in  Pittsburgh, 
the  drug  treatment  facility  in  Wilkes 
Barre.  the  TASC  group  in  Greensburg. 


and  the  Butler  alternative  to  street 
crime  program.  Across  the  country, 
there  is  an  urgent  need  for  more  re- 
sources on  rehabilitation  of  those  who 
are  addicted  to  drugs. 

Mr.  President,  there  are  two  other 
provisions  of  the  bill  which  I  should 
like  to  note  especially,  bills  which  I 
had  pending  in  the  Judiciary  Commit- 
tee and  which  have  been  incorporated 
in  this  bill.  One  is  legislation  which 
would  make  it  a  violation  of  Federal 
law  to  sell  illegal  drugs  in  the  proximi- 
ty of  schools.  We  find  that  the  drug 
merchants  are  going  into  the  vicinity 
of  schools  with  impunity  and  poison- 
ing children  in  the  grade  schools. 
There  ought  to  be  enhanced  penalties 
on  that  particular  kind  of  offense. 

Another  provision  which  is  incorpo- 
rated in  this  bill  is  an  amendment  to 
the  Armed  Career  Criminal  Act,  which 
classifies  drug  pushers  as  career  crimi- 
nals, and  calls  for  mandatory  sen- 
tences of  15  years  to  life. 

For  the  first  time,  in  legislation 
passed  in  1984,  which  this  Senator  had 
introduced  in  1981,  the  Federal  Gov- 
ernment has  taken  a  firm  hand  in 
street  crime  by  making  it  a  Federal  of- 
fense for  anyone  who  is  a  career  crimi- 
nal, defined  as  someone  who  has  com- 
mitted three  or  more  robberies  or  bur- 
glaries, to  be  found  in  possession  of  a 
gun.  This  is  a  Federal  crime,  prosecut- 
able in  Federal  court,  with  the  individ- 
ual judge  calendar  provision  so  the 
speedy  trial  law  applies,  with  manda- 
tory sentences  of  15  years  to  life. 

Earlier  this  Congress,  in  response  to 
the  success  which  the  Career  Criminal 
Act  has  had,  I  introduced  legislation 
to  expand  this  statute  to  make  drug 
sales  and  other  crimes  of  violence  a 
predicate  for  application  of  the  man- 
datory sentences  of  15  years  to  life 
and  utililzation  of  the  career  criminal 
provisions.  That  bill  has  been  reported 
out  of  the  Judiciary  Committee  and 
now  is  ready  for  independent  floor 
action  but  has  been  incorporated  in 
the  general  bill  now  before  the  Senate. 

Mr.  President,  I  think  the  time  has 
come  to  act  on  drugs  in  a  very  forceful 
way.  The  incidence  of  drug  abuse  has 
grown  enormously  since  I  first  saw  it 
when  I  joined  the  district  attorney's 
office  27  years  ago  in  Philadelphia.  It 
is  time  that  we  acted  in  a  concerted 
way  and  I  think  this  bill,  although 
there  are  some  parts  that  I  disagree 
with  and  some  amendments  that  I  will 
vote  for  on  modification  of  the  bill,  is 
timely.  I  think  it  is  high  time  we  took 
a  strong  stand.  I  thank  the  Chair  and 
I  yield  the  floor. 

Mrs.  HAWKINS.  Mr.  President,  the 
Senator  from  North  Carolina  [Mr. 
Broyhill]  wishes  to  make  a  state- 
ment. 

The  PRESIDING  OFFICER.  The 
Senator  from  North  Carolina. 

Mr.  BROYHILL.  Mr.  President.  I 
rise  in  support  of  this  legislation.  I 
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think  it  is  overdue  and  the  American 
people  are  very  much  concerned  about 
what  is  going  on.  I  know  legislation 
has  been  introduced  not  only  in  this 
body  but  also  in  the  other  body.  The 
other  body  has  already  passed  a  bill. 
Recommendations  coming  out  of  the 
White  House  express  the  concern  of 
the  American  people  over  drug  abuse 
occurring  in  our  schools  and  in  the 
workplace,  tearing  apart  families,  rip- 
ping apart  our  schools  and  costing  us 
in  the  workplace. 

I  know  the  surveys  we  have  been 
reading  with  respect  to  the  statistics 
on  drug  abuse  and  we  want  to  make 
sure  we  address  this  problem. 

I  think  the  reason  we  find  this  body 
reacting  the  way  it  is  has  to  do  with 
the  stories  that  we  hear  when  we  go 
home.  We  hear  stories  about  drugs 
tearing  apart  families  and  our  schools. 
The  legislation  that  is  before  us  is 
the  product  of  a  bipartisan  effort  to 
come  up  with  some  meaningful  addi- 
tions to  help  us  deal  with  this  prob- 
lem. No.  1,  of  course,  is  to  deal  with 
the  flow  of  drugs  across  our  borders 
and  the  need  to  have  stronger  means 
of  stopping  that  flow. 

More  than  that,  we  need  help  in  our 
States;  we  need  to  help  them  with 
their  efforts  to  educate  and  prevent 
drug  abuse  through  our  schools  and 
also  through  community-based  pro- 
grams. 

This  is  a  responsible  bill.  I  am  sure 
there  will  be  amendments  adopted 
that  we  will  need  to  consider  carefully 
but  will  help  strengthen  the  bill.  But 
we  are  not  going  to  solve  this  problem 
with  the  passage  of  this  legislation. 
The  problem  is  going  to  be  solved 
when  the  American  people,  starting  at 
the  community  level,  begin  taking  the 
necessary  steps  to  ensure  that  this 
kind  of  behavior  is  brought  to  an  end. 
Our  citizens  working  together  are  the 
key  to  ending  this  problem. 

Mr.  President,  nearly  two-thirds  of 
all  American  high  school  seniors  have 
used  an  illicit  drug,  at  least  once,  by 
the  time  they  finish  high  school.  Ap- 
proximately 92  percent  of  all  high 
school  seniors  have  used  alcohol.  The 
tragic  consequences  of  drug  use  and  al- 
cohol abuse  by  students  and  citizens 
across  this  country  have  reached  epi- 
demic proportions.  The  effects  are  felt 
not  only  by  these  individuals  and  their 
families.  They  are  evident  in  commu- 
nities across  our  Nation.  As  a  nation, 
we  cannot  afford  to  lose  the  skills,  tal- 
ents, and  vitality  of  these  individuals. 
The  legislation  before  us  today  is 
the  bipartisan  product  of  months  of 
negotiations.  While  local  and  State 
law  enforcement  officials  and  other 
concerned  groups  are  trying  to  rid  our 
schools  and  streets  of  drugs,  the  Fed- 
eral Government  must  keep  doing  its 
part  to  stem  the  flow  of  illegal  drugs. 
The  grave  threat  to  the  American 
people  posed  by  this  influx  of  drugs 
makes  necessary  strong  action. 


We  must  assist  the  States  in  their  ef- 
forts to  educate  and  prevent  drug 
abuse  and  alcohol  abuse  through  our 
schools  and  community-based  pro- 
grams. 

The  legislation  raises  the  current  al- 
cohol, drug  abuse,  and  Mental  Health 
Administration  block  grant  authoriza- 
tion for  fiscal  year  1987  to  $675  mil- 
lion. This  is  an  increase  of  $375  mil- 
lion. This  block  grant,  first  established 
in  1981,  gives  States  on  a  population 
per  capita  basis  an  allocation  which 
allows  them  the  flexibility  to  provide 
those  programs  that  they  determine 
will  serve  the  greatest  need.  These  ad- 
ditional funds  will  enable  my  State, 
North  Carolina,  to  enhance  its  current 
drug  abuse  program.  Furthermore,  it 
will  provide  additional  services  and 
treatment  for  those  individuals  who 
need  it  most. 

The  legislation  also  directs  the  At- 
torney General  to  work  with  the 
States  to  enforce  State  and  local  laws 
established  to  combat  this  growing 
problem.  It  provides  for  additional 
personnel,  equipment,  facilities,  per- 
sonnel training,  and  supplies  for  more 
widespread  apprehension  of  persons, 
who  violate  State  laws  relating  to  the 
production,  possession,  and  transfer  of 
controlled  substances. 

It  also  ma^es  sure  that  those  respon- 
sible for  supplying  our  citizens  with 
these  illegal  products  pay  for  their 
crime. 

Mr.  President,  parents  can  make 
sure  their  children  are  aware  of  the 
dangers  of  illegal  drugs.  Workers  can 
protect  themselves  against  accidents 
by  requesting  employers  to  take  steps 
to  ensure  that  their  work  environment 
is  drug  free.  Members  of  business  and 
civic  groups  can  sponsor  antidrug  edu- 
cational campaigns.  And  citizens  who 
witness  drug-related  crimes  can  pro- 
vide tips  to  police  by  calling  hotline 
switchboards  that  many  communities 
have  set  up. 

Working  together,  I  am  sure  that  we 
can  wiri  this  war. 

I  thank  the  majority  leader  for  per- 
mitting me  to  have  a  few  minutes  to 
express  my  views. 

The  PRESIDING  OFFICER.  The 
majority  leader  is  recognized. 

Mr.  DOLE.  Mr.  President,  let  me 
thank  everyone  on  each  side.  In  a  few 
minutes,  we  shall  be  taking  up  the  tax 
reform  conference  report.  What  we 
are  attempting  to  do  now  is  follow  the 
suggestion  outlined  earlier  by  the  dis- 
tinguished Senator  from  Connecticut 
[Mr.  Weicker]  to  make  certain  we  are 
not  subject  to  a  point  of  order.  I  think 
we  have  cleared  one  of  those  away  on 
each  side.  I  am  prepared  to  do  it  either 
way.  I  am  hoping  he  will  let  us  try  to 
work  that  out,  as  he  indicated  earlier 
he  would.  We  are  in  the  clearing  proc- 
ess now,  and  can  satisfy  the  Senator's 
objections  either  late  today  or  when 
we  come  back. 
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Mr.  WEICKER.  Mr.  President,  I  sug- 
gest to  the  majority  leader  again  that 
I  am  satisfied,  as  long  as  the  point  was 
raised  and  recognized  as  being  a  valid 
point.  It  can  be  worked  out  now, 
worked  out  tonight,  worked  out  at  the 
end  of  the  bill,  as  long  as  there  is  a 
recognition  that  the  point  that  was 
made  is  valid. 

Mr.  DOLE.  I  have  discussed  it  with 
the  distinguished  Senator  from  Flori- 
da [Mr.  Chiles].  We  have  indicated 
two  options— two  revenue  bills.  We  are 
not  in  the  process  of  seeing  which  way 
we  are  going  to  go. 

Mr.  CHILES.  I  think  that  is  going  to 
take  a  little  longer  on  our  side  and 
with  the  indulgence  which  the  Sena- 
tor from  Connecticut  has  offered.  I 
think  we  will  be  able  to  do  that. 

Mr.  WEICKER.  As  long  as  I  have  as- 
surance that  the  problem  is  going  to 
be  worked  out,  the  word  of  the  distin- 
guished Senator  from  Florida  and  the 
distinguished  Senator  from  Kansas  is 
OK  with  me. 

Mr.  DOLE.  We  have  given  notice 
that  we  will  attempt  to  do  that. 

□  1400 

I  think  the  Senator  from  Illinois 
wanted  to  speak. 

Mr.  CHILES.  I  think  we  have  about 
one  more  statement  on  our  side  that  I 
know  of  right  now  and  then  I  think  if 
the  distinguished  majority  leader 
wishes  to  go  off  the  bill  for  a  while  we 
could  then  go  to  tax  reform. 

The  PRESIDING  OFFICER  (Mr. 
Broyhill).  The  Senator  from  Illinois 
is  recognized. 

Mr.  DIXON.  I  thank  the  Chair  very 
much.  I  thank  the  majority  leader. 

Mr.  President,  today  the  Senate  con- 
siders sweeping  legislation  designed  to 
meet  this  Nation  s  drug  problem.  The 
terrible  effects  of  drug  abuse  in  our 
schools  and  on  our  streets  have  forced 
the  Congress  to  act.  As  a  cosponsor  of 
the  legislative  package  before  the 
Senate,  I  am  the  first  to  admit  that 
the  bill  is  not  a  perfect  one. 

It  is  not  ideal,  Mr.  President,  but  it  is 
a  start.  It  represents  a  great  deal  of 
negotiation  within  the  State,  and 
today  it  enjoys  broad  bipartisan  sup- 
port. This  legislation  strikes  at  drug- 
related  crimes  in  the  area  of  law  en- 
forcement and  sentencing  reform. 
Penalties  for  drug  offenses  will  be  in- 
creased. 

In  the  area  of  narcotics  interdiction, 
this  package  devotes  substantial  re- 
sources to  stem  and  eventually  halt 
the  flow  of  illegal  drugs  into  this  coun- 
try from  abroad.  This  legislation  will 
give  our  Goverrmient  and  enforcement 
authorities  the  tools  needed  to  seize 
and  prosecute  those  who  transport 
drugs  into  America  from  abroad. 
These  tools  include  surveillance  air- 
craft to  track  ships  and  planes,  radar 
systems  to  detect  illegal  narcotics  de- 
liveries and  high-speed  pursuit  heli- 
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copters  to  carry  out  drug  interdiction 
missions.  The  number  of  Coast  Guard 
and  Customs  Service  personnel,  the 
people  who  actually  carry  out  interdic- 
tion missions,  will  be  increased,  and 
their  resources  improved. 

Internationally.  Mr.  President.  I  sup- 
port the  carrot-and-stick  approach 
toward  drug-producing  foreign  nations 
that  receive  American  assistance.  The 
Senate  will  likely  increase  the  amount 
of  funds  available  to  narcotics  "source 
countries"  in  an  effort  to  aid  in  crop 
eradication  and  crop  substitution. 
However,  this  legislation  will  also 
invoke  serious  penalties  upon  nations 
which  do  not  pursue  a  vigorous  anti- 
narcotics  campaign. 

Finally.  Mr.  President,  other  major 
provisions  of  S.  2878  will  expand  and 
improve  current  networks  of  alcohol 
and  drug  abuse  services  in  education, 
treatment,  and  rehabilitation.  These 
caimot  be  "quick  fix"  services  but 
rather  a  mix  of  services  requiring  a 
long-term  investment. 

It  is  my  desire  that  in  this  legisla- 
tion, we  enhance  a  true  partnership 
between  States  and  the  Federal  Gov- 
ernment to  eradicate  this  devastating 
problem  of  drug  and  alcohol  abuse. 

Throughout  my  own  State  of  Illi- 
nois, a  network  of  local  programs  exist 
in  treatment,  prevention,  education, 
and  intervention.  These  community- 
based  programs  were  designed  not 
only  to  provide  quality  services,  but 
have  grown  to  become  a  source  of  ex- 
pertise in  substance  abuse  issues,  in- 
volve significant  community  interests, 
and  have  often  been  cited  as  leader- 
ship models  for  other  programs 
throughout  the  Nation. 

Mr.  President,  this  has  not  been 
good  enough.  Signficant  gaps  still 
exist  in  available  alcohol  and  drug 
abuse  services  in  Illinois. 

Current  treatment  programs  are  se- 
verely overcrowded.  According  to  in- 
formation supplied  to  my  office,  in 
some  instances,  drug  abusers  must 
wait  as  long  as  8  to  10  weeks  for  admis- 
sion to  a  treatment  program.  The 
demand  for  prevention  services  at  the 
local  level  far  exceeds  the  available  re- 
sources to  respond  to  the  demand. 
Certain  population  groups  remain  un- 
derserved.  including  juvenile  offend- 
ers, school  dropouts,  and  many  others. 
I  feel  certain  this  is  not  imique  to  the 
State  of  Illinois. 

In  conclusion.  Mr.  President.  I  be- 
lieve S.  2878  represents  a  remarkable 
compromise.  This  bill  does  not.  in  my 
view,  contain  everything  this  country 
needs,  especially  in  the  areas  of  inter- 
diction or  education  and  prevention.  It 
is.  however,  a  first  step  in  a  time  when 
the  Congress  is  faced  with  serious 
budgetary  restraints. 

I  am  delighted.  Mr.  President,  to  en- 
thusiastically support  this  legislation. 

Mr.  President.  I  suggest  the  absence 
of  a  quorum. 
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The    PRESIDING    OFFICER, 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 
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Mr.  MATHIAS.  Mr.  President.  I  ask 
unanimous  corisent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  MATHIAS.  Mr.  President,  very 
few  Americans,  and  certainly  very  few 
Members  of  the  Senate,  doubt  the 
need  to  deal  forcefully  with  the  drug 
problem  which  is  besetting  the  people 
of  the  United  States.  The  effect  of 
drugs  on  our  safety,  on  our  economy, 
and,  most  importantly,  on  our  chil- 
dren, threatens  the  welfare  of  our 
entire  society. 

The  President  of  the  United  States, 
our  colleagues  in  the  other  body,  and 
those  who  helped  to  put  together  the 
so-called  bipartisan  package  in  the 
Senate  should  be  commended  for  their 
efforts  to  confront  this  very  serious 
problem  and  to  move  it  in  the  direc- 
tion of  some  successful  solution. 

It  sometimes  happens,  however,  that 
in  our  haste  to  do  something  about  a 
serious  problem,  we  create  a  whole 
new  array  of  problems. 
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And  I  fear  that  in  our  haste  to  do 
something  about  drugs  before  the  end 
of  this  session  of  Congress,  in  other 
words  almost  immediately,  we  are  in 
danger  of  doing  what  Alexis  deTocque- 
ville  warned  us  against  150  years  ago: 
"flattering  the  passions."  Because 
when  we  flatter  the  passions,  we  are  in 
danger  of  forgetting  fundamental 
principles.  The  threat  is  not  impo- 
tence, because  there  is  power  in  Con- 
gress. Rather  it  is  the  precipitous  use 
of  legislative  power  that  poses  the 
greatest  threat  to  our  individual  liber- 
ties and  social  institutions. 

Very  candidly,  none  of  us  has  had  an 
adequate  opportunity  to  study  this 
enormous  package.  It  did  not  emerge 
from  the  crucible  of  the  committee 
process,  tempered  by  the  heat  of 
debate.  The  committees  are  important 
because,  like  them  or  not.  they  do  pro- 
vide a  means  by  which  legislation  can 
be  carefully  considered,  can  be  put 
through  a  filter,  can  be  exposed  to 
public  view  and  public  discussion  by 
calling  witnesses  before  the  commit- 
tee. That  has  not  been  the  origin  of 
this  bill.  Many  of  the  provisions  of  the 
bill  have  never  been  subjected  to  com- 
mittee review.  The  bill  before  us,  with 
all  due  respect  to  those  who  drafted  it, 
is  a  rough  draft.  It  is  the  one  that 
needs  refining. 

I  have  to  say.  further,  that  this  drug 
bill  is  a  moving  target.  I  have  consid- 
ered what  I  might  say  here  in  the 
Senate  when  the  drug  bill  came  to  the 
floor,  and  I  have  to  scrap  several  previ- 
ous drafts  of  remarks  that  I  might 


have  made  because  the  bill  has 
changed  so  radically.  You  cannot  quite 
get  a  hold  on  what  is  going  to  be  in 
the  bill  at  any  given  moment.  We  have 
had  drafts  of  different  portions  of  the 
bill  circulating  around  the  Senate  cor- 
ridors within  the  last  24  hours. 

Really,  the  only  thing  that  we  can 
be  sure  of  is  that  the  ink  on  the  bill 
that  finally  comes  before  the  Senate  is 
not  going  to  be  dry.  So  I  would  warn 
Senators  when  they  pick  this  bill  up 
not  to  smudge  their  fingers  with  the 
wet  ink  because  that  is  the  kind  of 
process  we  are  engaged  in. 

The  original  text  of  S.  2850,  the  bill 
introduced  by  the  majority  leader  on 
Tuesday,  raised  a  great  many  serious 
questions.  Some  of  these  questions  are 
no  doubt  answered  by  the  refined  ver- 
sion of  the  legislation.  Senate  bill 
2878.  that  was  introduced  last  night. 
But  the  questions  remain  relevant  be- 
cause of  the  likelihood  that  many  pro- 
visions deleted  from  the  original  bill, 
or  presented  in  a  revised  form,  will  un- 
doubtedly resurface  in  the  guise  of 
amendments  to  the  latest  draft. 

We  can  also  be  confident  that  the 
text  that  we  will  ultimately  debate  will 
contain  the  ambiguities  and  obscuri- 
ties that  inevitably  mar  complex  legis- 
lation that  is  written  and  considered  in 
haste,  without  the  benefit  of  the 
normal  process  of  legislative  delibera- 
tion, without  going  through  the  com- 
mittee filter,  without  having  the  input 
of  the  public  through  the  calling  of 
witnesses. 

We  may  soon  be  voting  on  major  re- 
visions in  a  number  of  important  areas 
of  the  law,  creating  rules  which  will 
apply  far  beyond  the  drug  situation 
because  they  will  be  precedential. 
They  will  be  important  issues  such  as 
establishing  a  Federal  death  penalty, 
vitiating  the  exclusionary  rule,  and 
robbing  mental  health  programs  of 
their  already  meager  funding. 

In  a  spasm  of  effort  to  deal  with  a 
pressing  problem,  and  no  one  here 
doubts  that  this  is  truly  a  pressing 
problem,  we  are  trampling  en  subjects 
that,  although  controversial,  have 
heretofore  always  been  taken  very, 
very  seriously. 

We  simply  must  not  be  slaves  to  the 
moment  or  instruments  of  our  pas- 
sions. It  would  be  the  ultimate  folly  to 
sacrifice  our  liberties  and  imperil  vital 
health  programs,  only  to  discover  that 
the  drug  crisis  has  not  abated. 

If  we  are  contemplating  changes  to 
important  individual  freedoms,  if  we 
are  about  to  alter  major  social  commit- 
ments, then  those  modifications 
simply  must  be  discussed  fully.  They 
must  be  understood  totally.  The  conse- 
quences must  be  anticipated. 

We  have  to  ask  ourselves,  what  does 
the  provision  achieve?  What  are  we 
really  going  to  get  with  the  high  price 
we  are  going  to  pay?  How  effective  is  it 
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going  to  be?  Is  there  any  better  alter- 
native? Is  there  another  way  to  do  it? 

Finally.  I  think  we  cannot  avoid  the 
nagging  question  of  how  the  Nation  is 
going  to  pay  the  bill  for  a  drug  pro- 
gram. There  is  no  question  that  we 
should  pay  it.  But  exactly  how  are  we 
going  to  pay  it? 

In  a  few  days,  perhaps  even  before 
the  end  of  today,  we  will  vote  on  a 
monumental  tax  bill,  but  it  is  a  tax  bill 
which  we  are  assured  by  its  authors  is 
revenue  neutral.  So  we  are  not  going 
to  raise  any  revenue  out  of  that  bill  to 
pay  for  a  drug  program.  There  is  no 
money  in  it  for  a  drug  program. 

The  other  body  has  been  very  above- 
board  and  quite  direct  about  its  drug 
bill.  They  added  $2.1  billion  to  the 
continuing  appropriations  resolution 
and  they  financed  it  by  an  across-the- 
board  cut  of  all  other  programs.  They 
said,  "This  is  going  to  cost  us  over  $2 
billion.  It  is  money  we  need  to  spend, 
and  we  will  just  take  a  little  bit  off  the 
top  of  every  other  program  and  find 
that  $2  billion." 

It  is  a  very  direct  approach,  and  it 
raises  a  little  cash.  But  I  do  not  think 
it  reflects  very  much  considered  judg- 
ment about  budget  priorities. 

The  President  was  equally  up  front 
about  how  to  pay  for  the  proposal,  he 
knew  that  there  was  a  bill  that  was 
going  to  be  presented  and  had  to  be 
paid  and  he  suggested  a  way  to  pay  it. 
He  said  take  a  billion  dollars  from 
funds  now  allocated  to  other  domestic 
programs. 

The  Senator  from  Connecticut  [Mr. 
Weicker]  has  declared  this  type  of 
proposal  to  be  not  a  war  on  drugs  but 
a  war  on  the  mentally  ill.  a  war  on  the 
sick  and  the  poor. 

Mr.  President,  I  ask  unanimous  con- 
sent to  have  printed  in  the  Record  an 
article  from  the  Chicago  Tribune 
which  reports  Senator  Weicker's 
speech. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 
Weicker  Sees  Creative  Bookkeeping.  Not 

New  Cash 
Washington— Sen.  Lowell  Weicker 
charged  Thursday  that  President  Reagan's 
antidrug  program  will  be  financed  by  "steal- 
ing" funds  from  other  programs,  not  by  new 
dollars. 

Weicker,  chairman  of  the  Senate  appro- 
priations subcommittee  that  handles  health 
and  education  programs,  said  that  the  $900 
million  in  "increased  resources"  planned  by 
Reagan  will  come  from  money  now  allocat- 
ed to  other  domestic  programs. 

"The  President  does  not  propose  spending 
new  money  on  the  war  on  drugs,"  Weicker 
said  in  a  Senate  speech.  "Rather,  he  pro- 
poses stealing  the  money  from  one  program 
to  spend  it  on  another." 

Weicker  said  it  was  his  understanding  that 
$100  million  will  be  taken  from  student  aid 
programs  and  given  to  local  school  districts 
for  drug  education  and  law  enforcement  co- 
ordination. He  said  $233  million  will  be 
shifted  from  current  drug  programs  and  al- 
located to  the  National  Institute  of  Drug 


Abuse  for  drug  treatment,  prevention  and 
research. 

Among  the  cuU.  Weicker  said,  will  be  $75 
million  in  block  grants  for  community  and 
migrant  health  centers;  $2  million  from  the 
block  grants  for  preventive  activities  to 
reduce  morbidity  and  mortality:  $88  million 
from  the  National  Institutes  of  Health  ear- 
marked for  research  $6  million  from  the  Na- 
tional Institute  of  Mental  Health  for  pre- 
vention of  mental  illness;  $1.3  million  from 
the  National  Institute  of  Alcohol  and  Alco- 
holism: and  $60  million  from  the  low-income 
home  energy  program. 

Weicker  said  states  will  be  able  to  shift  al- 
cohol, drug  abuse  and  mental  health  block 
grants  to  increase  drug  abuse  activities,  if 
they  do  so  without  additional  money. 
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Mr.  MATHIAS.  Before  the  Senate 
passes  the  bill,  every  Senator  and  all 
of  the  Nation's  taxpayers  ought  to 
know  how  these  programs  are  going  to 
be  paid  for. 

Is  it  going  to  be  new  money?  Is  it 
going  to  be  money  taken  from  other 
programs?  Is  it  going  to  be  shifted 
around  in  some  way  which  is  good?  Or 
is  it  going  to  be  paid  for  by  robbing 
programs  that  are  already  far  too 
small? 

In  sum,  there  are  a  number  of  unan- 
swered questions,  and  there  is  very 
little  evidence  to  answer  them,  at  least 
on  the  present  record.  Perhaps  the 
biggest  question  of  all  is.  even  with  all 
of  the  recommended  changes,  will  this 
bill  be  effective,  or  are  we  spinning  our 
wheels?  Is  all  of  this  concern  going  to 
be  squandered  on  a  wasted  effort? 

Only  careful  and  thoughtful  delib- 
eration can  answer  that  question,  and 
I  urge  every  Senator  to  bring  that 
kind  of  deliberation  to  this  process,  be- 
cause the  American  people,  our  fami- 
lies and  our  children,  deserve  nothing 
less. 

Mr.  HECHT.  Mr.  President.  I  rise 
today  to  speak  in  opposition  to  some- 
thing which  seems  to  have  become  a 
veritable  American  tradition;  the  tol- 
erance of  widespread  drug  abuse  in 
our  Nation's  schools.  Concurrently. 
Mr.  President.  I  wish  to  express  my 
steadfast  support  for  S.  2878.  the  Anti- 
drug Abuse  Act  of  1986.  of  which  I  am 
a  cosponsor. 

Mr.  President,  statistics  show  that 
nearly  two-thirds  of  our  American 
teenagers  have  used  an  illicit  drug  at 
some  time  before  their  senior  year  of 
high  school.  A  particularly  unfortu- 
nate aspect  of  this  fact  becomes  more 
apparent  when  one  considers  that 
drug  use  impairs  the  memory,  alert- 
ness, and  achievement  of  our  teen- 
agers; with  frequent  users  of  marijua- 
na earning  below  average  and  failing 
grades  twice  as  frequently  as  their 
classmates.  How  will  we  be  able  to  edu- 
cate our  young— the  inheritors  of  our 
Nation— in  an  environment  so  clouded 
with  the  ill  effects  of  drug  abuse? 

Moreover,  Mr.  President,  not  only 
have  many  of  our  Nation's  schools  wit- 
nessed an  increase  in  drug  abusing  stu- 


dents, but  in  some  cases  these  educa- 
tional institutions  have  inadvertently 
come  to  furnish  a  veritable  free 
market  in  which  drug  dealers  may 
merchandise  their  goods.  Drug  trans- 
actions occurring  on  high  school  cam- 
puses, in  fact,  have  come  to  represent 
a  significant  percentage  of  all  drug 
sales  to  American  teenagers.  Even 
more  frightening  is  that  statistics 
show  a  number  of  illegal  drugs— par- 
ticularly marijuana— are  used  on 
school  grounds.  Students  provide  the 
demand,  drug  dealers  provide  the 
supply,  and  in  too  many  cases,  our 
schools  provide  a  marketplace  for  this 
deadly  exchange. 

Mr.  President,  in  current  attempts  to 
curtail  the  use  of  drugs,  education  pro- 
grams have  been  implemented  to 
reach  young  children  before  they  are 
exposed  to  drugs.  These  programs, 
however,  are  not  being  taught  in  our 
junior  high  schools,  as  some  might 
imagine— no.  the  proliferation  of  drugs 
is  too  widespread  for  preexposure  pro- 
grams to  be  successful  at  that  late 
level— rather,  these  programs  are  tar- 
geted at  fourth  and  fifth  graders.  In 
other  words,  Mr.  President,  the  prob- 
lem has  become  so  great  that  we  must 
now  fill  the  days  of  our  9-  and  10-' ear- 
olds  with  the  harsh  reality  that  they 
may  face  a  near-term  drug  confronta- 
tion. 

I  wish  to  point  out  to  my  colleagues 
that  the  escalation  of  drug  abuse  u 
shown  not  only  by  the  number  of  this 
scourge's  victims,  but  may  also  be 
measured  in  the  potency  and  availabil- 
ity of  today's  illicit  drugs.  The  purified 
form  of  cocaine  known  as  "crack,"  for 
example,  has  lead  to  a  number  of 
drug-related  deaths. 

In  closing,  Mr.  President,  I  would 
simply  like  to  remind  my  colleagues  of 
the  responsibility  we  all  share  to  pro- 
tect and  nurture  our  yoimg  people. 
Today,  in  America,  the  most  serious 
threat  to  our  children  is  drug  abuse. 
The  continuing  tolerance  and  miscon- 
ception of  this  Nation's  drug  problem 
stand  as  obstructions  to  the  corrective 
action  which  must  be  undertaken  if  we 
are  to  rescue  our  young  people,  our 
future,  from  this  terrible  epidemic. 
Congress  has  an  obligation  to  remove 
these  obstructions.  To  this  end,  I 
wholeheartedly  support  the  omnibus 
antidrug  measure  introduced  in  the 
Senate,  and  urge  my  colleagues  to  do 
the  same. 

Mr.  COCHRAN.  Mr.  President,  the 
bipartisan  measure  now  before  the 
Senate  represents  more  than  jmt  a 
few  weeks'  work  on  directing  our  na- 
tional attention  and  resources  to 
combat  the  drug  problem. 

This  package  draws  on  measures 
which  have  been  introduced  and  de- 
bated in  both  Houses  of  Congress, 
some  of  which  have  already  been  ap- 
proved by  this  body.  Also  included  are 
proposals  sent  to  us  by  the  President 


26464 


CONGRESSIONAL  RECORD— SENATE 


September  26,  1986 


{Old  Mrs.  Reagan  as  part  of  the  nation- 
al crusade  they  are  leading  against  the 
war  on  drugs. 

I  am  pleased  to  be  a  cosponsor  of 
this  comprehensive  package,  which  at- 
tempts to  coordinate  activities  and  re- 
sources to  arrest  both  the  supply  and 
demand  for  illegal  drugs. 

My  State  of  Mississippi,  along  with 
other  Gulf  Coast  States,  is  a  prime 
entry  point  for  much  of  the  drug- 
smuggling  activity  in  our  country.  The 
people  of  Mississippi  don't  want  that 
distinction,  and  I  believe  this  bill  will 
help  us  do  something  about  it. 

Title  III  of  this  bill  will  do  much  to 
strengthen  drug  interdiction  efforts.  It 
contains  language,  already  passed  by 
the  Senate,  to  provide  $212.1  million 
to  the  Customs  Service  and  Coast 
Guard  for  better  intelligence  and 
interdiction.  It  also  allows  at  least  500 
Coast  Guard  personnel  to  be  assigned 
to  naval  vessels  to  assist  in  drug  inter- 
diction. 

The  bill  tightens  customs  procedures 
and  requirements,  increases  penalties, 
and  expands  the  authority  of  the  Sec- 
retary of  the  Treasury  in  various  cus- 
toms matters. 

The  bill  also  directs  the  Department 
of  Defense  to  be  an  integral  part  of 
the  comprehensive,  national  drug 
interdiction  program.  It  permits  the 
Department  of  Defense  to  loan  per- 
sonnel to  civilian  law  enforcement 
agencies  to  operate  and  maintain 
equipment  used  in  foreign  interdiction 
activities. 

It  is  necessary  that  we  secure  greater 
international  cooperation  with  U.S.  ef- 
forts to  combat  drug  trafficking.  This 
package  increases  international  nar- 
cotics control  assistance  by  $55  million 
for  fiscal  year  1987.  including  at  least 
$10  million  for  procurement  of  aircraft 
to  interdict  drug  traffic  primarily  from 
Latin  America. 

In  addition  to  interdiction  efforts, 
the  bill  would  enhance  law  enforce- 
ment efforts  at  the  State  and  local 
levels  against  drug  trafficking.  It  also 
provides  additional  resources  for  elimi- 
nating drug  use  in  the  schools  and 
work  place,  and  for  enhancing  drug 
abuse  treatment  capacity. 

The  elements  of  this  legislation 
which  increase  public  awareness  and 
prevention  of  drug  abuse  are  necessary 
components  of  this  comprehensive 
effort  to  achieve  a  drug-free  society. 
We  can  best  help  our  citizens  under- 
stand the  high  stakes  involved  in  drug 
abuse  by  providing  support  to  those 
community-based  education  and  pre- 
vention programs  which  have  already 
proven  themselves  effective. 

I  am  pleased  to  be  a  part  of  this 
effort  in  the  Senate  to  develop  legisla- 
tion that  will  translate  our  Nation's 
commitment  to  arrest  drug  abuse  into 
action. 

Mr.  MOYNIHAN.  Mr.  President.  I 
rise  today  to  join  my  colleagues  in  In- 
troducing this  comprehensive,  biparti- 


san narcotic  control  bill  which  pro- 
vides desperately  needed  funds  and 
programs  to  combat  the  drug  abuse 
crisis  in  this  country. 

That  the  issue  of  drug  abuse  is  one 
of  great  concern  to  the  people  in  this 
country  is  no  surprise.  A  New  York 
Times  survey  conducted  last  month  re- 
vealed that  13  percent  of  those  inter- 
viewed named  drugs  as  the  Nation's 
most  important  problem,  more  than 
those  who  cited  unemployment,  fear 
of  war,  or  other  economic  difficulties. 
To  illustrate  the  degree  to  which  this 
issue  has  intensified  in  the  minds  of 
the  American  public,  in  an  April 
survey,  only  2  percent  selected  drugs 
as  the  country's  most  important  prob- 
lem. 

Irving  Kaufman,  Chairman  of  the 
President's  Commission  on  Organized 
Crime,  has  called  for  'persistent  and 
unyielding  assaults  on  both  supply 
and  demand."  I  agree— we  can  only 
make  progress  by  addressing  both 
parts  of  the  drug  equation.  And  we 
must  make  such  "assaults"  effective 
by  providing  adequate  assistance  to 
those  Federal,  State,  and  local  au- 
thorities who  face  the  difficult  task  of 
stamping  out  drug  use  in  this  country. 
That  is  exactly  what  this  bill  seeks 
to  do:  F>rovide  additional  resources  to 
reduce  demand  for  illegal  drugs  and  to 
limit  their  supply. 

Just  yesterday,  the  Washington  Post 
reported  that  80  percent  of  all  the 
lethal  derivative  of  cocaine,  crack, 
available  in  the  United  States,  origi- 
nates in  New  York  City.  It  is  all  too 
apparent  that  New  York  City  is  badly 
in  need  of  additional  funding  to  dis- 
rupt the  production  and  distribution 
of  crack  and  other  illicit  drugs;  it  is 
not  alone.  Stopping  cocaine  and  crack 
addiction  must  become  a  priority  for 
all  of  us.  A  civilized  society  cannot 
ignore  these  cries  for  help. 

We  have  an  obligation  to  take  active 
measures  in  the  war  against  drugs, 
before  it  is  too  late.  Drug,  related  inju- 
ries, including  crime-related  deaths, 
have  become  all  too  commonplace. 
Just  in  my  own  State,  I  am  acutely 
aware  of  a  marked  surge  in  crime  in 
the  last  6  months  directly  attributable 
to  drugs.  In  July,  the  New  York  City 
Police  Department  reported  that  the 
number  of  major  crimes  rose  to 
249,090,  and  that  was  just  for  the  first 
5  months  of  this  year.  Of  the  653  mur- 
ders which  occurred  during  this  year, 
35  percent  were  drug  related.  In  addi- 
tion, reported  injuries  due  to  cocaine 
smoking  rose  from  600  to  1,100  be- 
tween 1984  and  1985;  and  83-percent 
increase. 

Our  total  package  offers  a  multi- 
pronged  attack  against  illegal  drugs 
and  the  threat  it  poses  to  our  society. 
To  address  this  problem,  this  proposal 
includes  $115  million  for  State  and 
local  assistance  law  enforcement  pro- 
grams. I  had  provided  for  this  same  as- 
sistance in  S.  15.  the  State  and  Local 


Narcotics  Control  Assistance  Act. 
which  I  introduced  on  the  first  day  of 
the  99th  Congress,  the  same  time 
crack  hit  the  streets  of  New  York— and 
other  urban  areas— but  before  it  hit 
the  papers. 

In  fact,  the  provisions  of  S.  15  com- 
prise the  majority  of  the  law  enforce- 
ment provisions  in  this  bill.  These  pro- 
visions assist  local  authorities  in  the 
apprehension,  prosecution,  and  adjudi- 
cation of  criminal  defendants,  building 
correctional  facilities,  and  implement- 
ing illicit  crop  eradication  programs  in 
States. 

The  most  disturbing  aspect  of  this 
problem  deals  with  the  young  people 
of  this  country.  In  1985,  the  New  York 
State  Division  of  Substance  Abuse 
Service  released  the  results  of  a  survey 
on  drug  use  among  secondary  school 
students  in  New  York.  The  survey  esti- 
mated that  an  astounding  60  percent 
of  our  secondary  school  children,  more 
than  900,000  students,  reported  having 
tried  illegal  drugs.  Even  more  distrub- 
ing  was  the  estimate  that  31  percent 
of  all  seventh  grade  students  had  tried 
illegal  drugs  while  in  elementary 
school.  Children  all,  some  of  whom 
were  only  12  years  old.  And  they  are 
likely  to  continue  to  use  drugs,  with 
increasing  frequency  and  dependence. 

Equally  as  tragic  is  the  phenomenon 
of  crack  babies.  During  a  recent  visit 
to  Harlem  Hospital,  I  saw  1 -pound 
babies  writhing  with  horrible  with- 
drawal pains.  They  are  called  crack 
babies  and  they  began  their  lives  ad- 
dicted to  crack  because  their  mothers 
were  hooked  on  the  drug. 

To  combat  the  demand  for  drugs, 
this  bill  provides  funds  for  education 
and  prevention  aimed  at  our  Nation's 
youth.  Treatment  and  rehabilitation 
are  also  essential  elements  of  any 
effort  to  keep  people  off  drugs.  S.  15 
called  for  $125  million  for  grants  to 
States  for  education,  prevention,  treat- 
ment, and  rehabilitatior  programs 
aimed  at  keeping  people  off  drugs,  or 
rehabilitation  drug  users  for  produc- 
tive employment  and  drug  free  lives.  I 
am  pleased  to  report  that  the  biparti- 
san measure  we  introduce  today  also 
provides  $125  million  for  this  purpose. 
My  provisions  of  this  bill  dictate 
that  75  percent  of  the  State  and  local 
grants  for  alcohol  and  drug  abuse  pre- 
vention, education,  and  treatment 
shall  be  distributed  relative  to  the 
needs  of  each  State.  It  is  my  intent 
that  these  grants  will  provide  direct 
aid  to  those  States,  such  as  New  York, 
which  are  totally  besieged  by  a  drug 
and  alcohol  epidemic.  At  my  request, 
this  bill  also  directs  the  National  Insti- 
tute on  Drug  Abuse  to  research  nar- 
cotic antagonists  for  treatment  of  co- 
caine and  heroin  addiction.  Perhaps  if 
these  efforts  are  successful,  we  will  be 
able  to  still  the  cries  of  the  babies  I 
held  in  Harlem. 


Drug  pi 
country  all 
huge  suppl 
country.  Ii 
supply  of  d 
bill  increas< 
Federal  ag 
and  the  D 
tration,  pr 
chase  of  aii 
calls  for  ta: 
operative  ; 
creases  inte 
including  r 
herbicides 
plants,  and 
lateral  Dev 
cation  and  ( 

This  is  n 
into  our  ^ 
nessed  in  rr 
faced  a  sin 
was  a  spec 
fairs  for  Pr 
the  crisis  ii 
volved  hero 
the  poppy 
rived  from 
time,  poppj 
ily  in  Turk( 
Marseilles, 
New  York. 

In  order 
heroin,  I  p 
provide  fir 
Turkish  fai 
from  a  poi 
more  gene 
With  our  h 
cate  illicit  p 
and  the 
lapsed, '  cr{ 
heroin  in  e 
the  country 

It  comes  : 
that  our  1 
countries  Ii 
lumbia  as  tl 
als  for  som 
erf  ul  drug  t 
forts  of  our 
ian  authori 
supply  of  c( 
through  pr 
and  substil 
loans  to  sue 
lateral  Dev 
eradication 

Some  mig 
to  allocate 
against  ille 
can't  afforc 
abuse  to  ou 
cording  to 
the  Alcohol 
Administral 
costs  sociel 
every  year, 
spent  to  pre 
nals  convict 
lated  crime 
billion  we  si 
rehabilitate 
there  is  too 


UMI 


September  26,  1986 


CONGRESSIONAL  RECORD— SENATE 


26465 


S.  15  com- 
LW  enforce- 
These  pro- 
ties  in  the 
and  adjudi- 
ts,  building 
Implement- 
irograms  in 

ect  of  this 
ung  people 
;  New  York 
nee  Abuse 
of  a  survey 
lary  school 
survey  esti- 

60  percent 
Idren,  more 
rted  having 
are  distrub- 

31  percent 
ts  had  tried 
elementary 
;  of  whom 
id  they  are 
drugs,  with 
;pendence. 
henomenon 
recent  visit 
iw  1 -pound 
Tible  with- 
alled  crack 
jir  lives  ad- 
eir  mothers 


'  programs 
iff  drugs,  or 
for  produc- 
free  lives.  I 
the  biparti- 
;  today  also 
his  purpose, 
bill  dictate 
,te  and  local 
g  abuse  pre- 
treatment 
tive  to  the 
s  my  intent 
ovide  direct 
s  New  York, 
i  by  a  drug 
my  request, 
itional  Insti- 
"search  nar- 
;ment  of  co- 
1.  Perhaps  if 
il,  we  will  be 
the  babies  I 


Drug  problems  throughout  the 
country  all  stem,  in  part,  from  the 
huge  supply  of  illegal  drugs  into  this 
country.  In  order  to  decrease  the 
supply  of  drugs  into  this  country,  this 
bill  increases  enforcement  funding  for 
Federal  agencies,  including  Customs 
and  the  Drug  Enforcement  Adminis- 
tration, provides  funds  for  the  pur- 
chase of  aircraft  for  drug  interdiction, 
calls  for  tariff  penalties  against  unco- 
operative source  countries,  and  in- 
creases international  narcotics  control, 
including  new  research  for  chemical 
herbicides  for  eradication  of  coca 
plants,  and  loans  through  the  Multi- 
lateral Development  Banks  for  eradi- 
cation and  crop  substitution. 

This  is  not  the  first  flood  of  drugs 
into  our  Nation  which  I  have  wit- 
nessed in  my  years  of  public  service.  I 
faced  a  similar  crisis  in  1969,  when  I 
was  a  special  assistant  for  urban  af- 
fairs for  President  Nixon.  While  today 
the  criisis  involves  "crack."  then  it  in- 
volved heroin,  a  narcotic  derived  from 
the  poppy  plant  just  as  cocaine  is  de- 
rived from  the  coca  plant.  At  that 
time,  poppy  plants  were  grown  primar- 
ily in  Turkey,  processed  into  heroin  in 
Marseilles,  and  then  smuggled  into 
New  York. 

In  order  to  cut  off  the  supply  of 
heroin,  I  persuaded  the  President  to 
provide  financial  assistance  to  help 
Turkish  farmers  make  the  transition 
from  a  poppy-based  agriculture  to  a 
more  general  agricultural  economy. 
With  our  help,  the  program  to  eradi- 
cate illicit  poppy  production  succeeded 
and  the  French  connection  "col- 
lapsed," creating  a  severe  shortage  of 
heroin  in  every  major  drug  center  in 
the  country. 

It  comes  as  no  surprise  to  me,  then, 
that  our  focus  has  now  turned  to 
countries  like  Bolivia,  Peru,  and  Co- 
lumbia as  they  provide  the  raw  materi- 
als for  some  of  the  world's  most  pow- 
erful drug  traffickers.  I  support  the  ef- 
forts of  our  government  and  the  Boliv- 
ian authorities  in  trying  to  reduce  the 
supply  of  cocaine  from  those  countries 
through  programs  of  crop  eradication 
and  substitution.  Our  bill  calls  for 
loans  to  such  countries  through  Multi- 
lateral Development  Banks  for  crop 
eradication  and  substitution. 

Some  might  say  that  we  can't  afford 
to  allocate  more  money  to  the  fight 
against  illegal  drugs.  But  I  say  we 
can't  afford  not  to.  The  cost  of  drug 
abuse  to  our  society  are  enormous.  Ac- 
cording to  a  study  commissioned  by 
the  Alcohol,  Drug  and  Mental  Health 
Administration,  in  1984,  drug  abuse 
costs  society  a  total  of  $60  billion 
every  year.  This  includes  $20  billion 
spent  to  prosecute  and  imprison  crimi- 
nals convicted  of  drug  dealing  and  re- 
lated crimes.  It  also  includes  the  $2 
billion  we  spent  each  year  to  treat  and 
rehabilitate  drug  abusers.  Clearly, 
there  is  too  great  a  disparity  between 


the  cost  of  drug  abuse  and  the  amount 
of  money  we  spend  to  prevent  it. 

The  time  has  come  to  provide  suffi- 
cient ammunition  to  the  Federal, 
State,  and  local  officials  who  are  on 
the  front  lines  of  the  fight  against 
drug  abuse.  This  bipartisan  measure  is 
that  ammunition,  and  I  urge  each  of 
my  colleagues  to  support  this  impor- 
tant initiative. 

Mr.  ANDREWS.  Mr.  President,  I 
want  to  support  S.  2878,  the  Anti-Drug 
Abuse  Act.  This  bipartisan  effort  rep- 
resents a  comprehensive  strategy  to 
stop  drug  abuse.  Two  weeks  ago,  in  a 
nationally  televised  address.  President 
Reagan  stated  that  "drug  abuse  is  a 
repudiation  of  everything  America  is. 
The  destructiveness,  and  human 
wreckage  mock  our  heritage." 

We  must  not  and  cannot  fund  this 
legislative  initiative  at  the  expense  of 
other  essential  federally  funded  pro- 
grams. This  past  year,  we  have  worked 
long  and  hard  to  guarantee  that  this 
Nation's  budget  sufficiently  funds  edu- 
cation, health,  agriculture,  transporta- 
tion, and  defense  programs,  while  re- 
ducing our  national  deficit. 

I  note  that  this  bill  provides  for  in- 
creased authorizations  for  the  Coast 
Guard.  Bill  language  also  calls  for  the 
Department  of  Defense  and  its  re- 
sources to  be  an  integral  part  of  a 
comprehensive  national  drug  interdic- 
tion program.  Department  of  Defense 
cooperation  is  crucial  to  the  success  of 
our  antidrug  effort.  I  believe  that  the 
capital  assets  and  personnel  levels  of 
the  Coast  Guard  need  to  be  augment- 
ed to  effectively  wage  the  war  on  the 
illegal  smuggling  of  drugs  into  the 
United  States. 

As  chairman  of  the  Appropriations 
Subcommittee  on  Transportation,  I 
have  advocated  for  years  that  the 
Coast  Guard  use  Navy  assets,  in  par- 
ticular the  E-2C  aircraft  in  the  drug 
fight.  Right  now  the  Navy  flies  E-2C's 
in  training  missions  over  the  Caribbe- 
an and  gulf  coasts.  What  better  use  of 
this  flight  time  could  there  be  than  to 
permit  Coast  Guard  personnel  to  be 
on-board  to  target  maritime  smuggling 
suspects.  That  intelligence,  gathered 
with  the  use  of  Navy  equipment,  could 
then  lead  to  an  actual  inspection  and 
arrest  by  the  Coast  Guard  vessels. 

I  have  pushed  this  approach  for 
years,  but  we've  met  with  continued 
resistance  from  the  Defense  Depart- 
ment. Today,  we  have  an  eager  and 
ready  Coast  Guard  which  desires  joint 
use  of  these  assets,  and  a  Defense  De- 
partment which  has  finally  listened  to 
Congress'  message  to  help  out  in  the 
drug  war. 

However,  when  we  assign  law  en- 
forcement duties  to  the  Armed  Forces, 
we  must  be  careful  to  insure  civilian 
control  over  this  effort.  The  Posse 
Comitatus  Act  was  enacted  following 
the  war  between  the  States  to  pre- 
clude the  use  of  Federal  troops  in  en- 
forcing public  law.  We  found  in  the 


ra-st,  both  in  our  own  history  and  in 
the  history  of  other  nations,  that  the 
use  of  military  forces  to  keep  law  and 
order  has  resulted  in  the  decline  of  lib- 
erty. 

Despite  some  reservations,  the  need 
is  clear  that  this  legislation  is  a  much 
needed  first  step  in  the  continuing  war 
against  substance  abuse. 

During  the  next  few  days,  we  will 
will  have  an  opportunity  to  consider 
these  initiatives  in  more  detail  as  the 
Senate  deals  with  the  appropriations 
to  implement  this  legislation. 


ORDER  OF  PROCEDURE 

Mr.  DOLE.  Mr.  President,  we  hope 
to  turn  to  the  tax  conference  report 
momentarily.  The  principals  are  here. 
Senator  Long.  Senator  Packwood.  As 
far  as  I  know,  there  is  no  objection 
turning  to  the  conference  report,  but  I 
want  to  wait  until  the  distinguished 
minority  leader  is  available. 

Let  me  indicate  while  we  are  waiting 
that  it  is  still  my  hope  to  complete 
business  by  the  third  of  October,  and 
it  can  be  done.  But  there  is  not  much 
room  for  slippage.  That  would  mean 
completing  drugs  and  the  tax  bill  by 
the  weekend.  On  Monday  and  Tuesday 
of  next  week,  the  continuing  resolu- 
tion. On  Wednesday  of  next  week,  I 
think  there  will  be  a  veto  override 
which  I  understand  will  be  debated  at 
some  length.  On  Thursday  and  Friday, 
until  sundown  on  Friday,  probably  the 
impeachment  trial.  And  then  other 
little  assorted  things  that  come  in  and 
out. 

That  is  the  best-case  ;5cenario.  I  get 
encouraging  sounds  from  the  House 
side  that  they  now  believe  that  they 
are  within  striking  distance,  depending 
largely  upon  the  continuing  resolu- 
tion, which  only  passed  the  House  by 
one  vote. 

I  know  a  lot  of  my  colleagues  are 
concerned  about  whether  they  should 
schedule  any  activity  between,  I  guess, 
the  sixth  of  October  and  the  Uth  of 
October.  I  would  hope  you  can,  but  I 
do  not  know.  We  could  still  be  here 
that  week. 

D  1450 

Mr.  President,  while  we  are  waiting, 
let  me  dispose  of  three  legislative  mat- 
ters. 


EXPRESSING  THE  SENSE  OP 
CONGRESS  IN  OPPOSITION  TO 
EMPLOYMENT  DISCRIMINA- 

TION  AGAINST   CERTAIN    INDI- 
VIDUALS 

Mr.  DOLE.  Mr.  President,  I  send  a 
concurrent  resolution  to  the  desk  and 
ask  for  its  immediate  consideration. 
This  concurrent  resolution  is  offered 
on  behalf  of  Senators  Heinz,  Gore. 
Dole,  Burdick.  Melcher,  Lautenberg, 
Hawkins.  Specter,  Exon.  Dixon,  Mat- 
SUNAGA,      Glenn,      Simon.      Chafee, 
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DURENBERGER.  INODYE,  CRANSTON, 

Hecht,  Hart.  Kerry.  Humphrey. 
Warner,  Wilson.  Cohen.  McConnell. 
Bumpers.  Stafford.  Abdnor.  Trible. 
Gorton.  Riegle.  and  Pryor. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  concurrent  resolu- 
tion. 

The  assistant  legislative  clerk  read 
as  follows: 

A  concurrent  resolution  (S.  Con.  Res.  166) 
expressing  the  sense  of  Congress  in  opposi- 
tion to  employment  discrimination  against 
individuals  who  have,  or  have  had.  cancer 
based  on  such  individual's  cancer  history. 

The  PRESIDING  OFFICER.  Is 
there  an  objection  to  the  immediate 
consideration  of  the  concurrent  reso- 
lution? 

Mr.  BYRD.  No  objection. 

Mr.  CRANSTON.  Mr.  President.  I 
am  pleased  to  join  the  distinguished 
Senator  from  Pennsylvania  [Mr. 
Heinz]  in  introducing  Senate  Concur- 
rent Resolution  166.  expressing  the 
sense  of  Congress  in  opposition  to  dis- 
crimination against  individuals  who 
have  or  have  had  cancer. 

Mr.  President,  biomedical  science 
has  made  remarkable  progress  in  the 
fight  against  cancer.  Many  cancers, 
particularly  those  afflicting  young 
people,  are  treatable— even  curable. 
We  applaud  our  scientists  for  helping 
transform  more  and  more  cancer  vic- 
tims into  cancer  survivors. 

Recovered  cancer  patients  are  able 
and  desire  to  enter  or  reenter  the 
workforce  to  become  productive  Amer- 
icans. 

That's  what  makes  it  especially 
tragic  that,  after  winning  the  fight  for 
their  lives,  many  cancer  patients  are 
then  faced  with  another  uphill  battle 
against  discrimination. 

Mr.  President,  according  to  the 
American  Cancer  Society,  1  out  of 
every  5  persons  with  a  cancer  history- 
more  than  1  million  persons— has  en- 
countered employment  discrimination. 

Mr.  President,  section  504  of  the  Re- 
habilitation Act  of  1973.  of  which  I 
was  a  principal  coauthor,  prohibits  dis- 
crimination against  handicapped  indi- 
viduals under  any  program  or  activity 
receiving  Federal  financial  assistance 
or  conducted  by  a  Fed">ral  agency. 
Taken  together  with  sections  501  and 
503  of  this  act— requiring  Federal 
agencies  and  Federal  contractors,  re- 
spectively to  take  affirmative  action 
to  employ  and  advance  disabled  per- 
sons—this legislation  has  been  and 
continues  to  be  instrumental  in  open- 
ing doors  previously  used  to  shut  out 
disabled  Americans.  For  the  purposes 
of  these  provisions,  section  7(7)(B)  of 
the  Rehabilitation  Act  of  1973,  defines 
the  term  "handicapped  individual"  ex- 
plicitly to  include  any  person  'who 
first,  has  a  physical  or  mental  impair- 
ment which  substantially  limits  one  or 
more  of  such  person's  activities, 
second,  has  a  record  of  such  an  impair- 
ment, or  third,  is  regarded  as  having 


such  an  impairment."  Without  ques- 
tion, persons  with  cancer  or  a  history 
of  cancer  are  covered  by  this  defini- 
tion and  are  thus  entitled  to  every 
effort  of  the  Federal  Government 
available  under  this  law  to  protect 
them  from  discrimination. 

Although  great  strides  have  been 
made  under  sections  501.  503.  and  504 
in  helping  ensure  that  persons  with 
disabilities  are  not  denied  full  partici- 
pation in  our  society,  it  is  tragically 
evident  from  the  figures  I  have  earlier 
cited  regarding  the  number  of -individ- 
uals with  a  history  of  cancer  who  have 
been  the  victims  of  employment  dis- 
crimination that  we  still  have  much  to 
accomplish  if  disabled  persons  are  to 
be  provided  the  rights  and  opportuni- 
ties that  are  each  American's  due. 

Mr.  President,  if  is  my  hope  that 
this  resolution  will  help  promote  a 
greater  awareness  and  understanding 
of  individuals  who  have  or  have  had 
cancer.  I  urge  all  of  my  colleagues  to 
review  and  support  this  resolution. 

Mr.  HATCH.  Mr.  President.  I  would 
like  to  commend  Senator  Heinz  for 
the  work  he  has  done  on  Senate  Con- 
current Resolution  166.  expressing  the 
sense  of  Congress  in  opposition  to  em- 
ployment discrimination  against  indi- 
viduals who  have,  or  have  had.  cancer 
based  on  such  individual's  cancer  his- 
tory. I  would  also  like  to  express  my 
general  support  for  the  concept  of 
educating  the  public  about  the 
progress  we  have  made  in  treating 
cancer. 

Today.  1  of  every  2  persons  diag- 
nosed as  having  cancer  is  cured.  That 
means  that  there  are  more  than  5  mil- 
lion people  alive  today  who  have  had 
cancer.  And  there  is  no  doubt  that 
many  of  them  are  discriminated 
against  when  it  comes  to  employment 
or  insurance. 

The  solution  to  this  problem  is 
public  awareness.  People  who  have 
had  cancer  historically  had  a  much 
shorter  life  expectancy.  Insurance 
companies  base  their  rate  on  historical 
data.  Today,  because  more  people  are 
living  with  cancer,  insurance  compa- 
nies will  adjust  their  rates  for  cancer 
patients  downward. 

LikewLsfc.  employers  liave  been  reluc- 
tant to  hire  and  train  persons  with  a 
history  of  cancer  wh.*  might  have  a 
shortened  life  expectancy.  In  addition, 
employers  were  concerned  about  fre- 
quent hospitalization  and  its  effect  on 
employees'  productivity  and  their 
health  care  costs.  But  today,  many 
cancer  patients  can  be  cured  and 
return  to  many  years  of  productive 
employment. 

As  I  and  other  Senators  have  point- 
ed out,  it  is  important  that  the  public 
learns  about  the  progress  we  have 
made.  Attitudes  toward  cancer  pa- 
tients should  and  are  changing.  Most 
of  us  now  personally  knov^  someone 
who  has  been  cured  of  cancer. 


But  let  me  express  a  word  of  cau- 
tion. I  am  cautious  about  trying  to 
change  these  attitudes  through  legis- 
lation. Among  employee  benefits,  for 
example,  is  insurance.  Insurance  rates 
are  generally  determined  by  one's  risk 
of  injury  or  illness.  People  who  smoke, 
are  overweight,  have  high  blood  pres- 
sure, or  have  been  exposed  to  AIDS 
art  charged  higher  rates  because  they 
present  a  greater  risk.  Those  present- 
ing a  lower  risk  should  and  do  pay  less. 
Thus  I  am  not  willing  to  mandate 
equality  in  the  marketplace  which 
would  amount  to  a  forced  cross-subsi- 
dy, but  I  am  willing  to  endorse  a  broad 
policy  statement  opposing  unfounded 
disparate  treatment. 

Mr.  President,  having  said  that.  I 
would  like  to  again  commend  Senator 
Heinz  for  his  work  and  leadership  in 
this  area.  I  hope  that  I  can  work  with 
him  to  increase  the  public  awareness 
of  the  progress  we  have  made  in  this 

orgo 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  concur- 
rent resolution. 

The  concurrent  resolution  (S.  Con. 
Res.  166)  was  agreed  to. 

The  preamble  was  agreed  to. 

The  concurrent  resolution,  with  its 
preamble,  reads  as  follows: 
S.  Con.  Res.  166 

Expressing  the  sense  of  Congress  in  opposi- 
tion to  employment  discrimination  against 
individuals  who  have,  or  have  had,  cancer 
based  on  such  individual's  cancer  history. 
Whereas  there  are  more  than  five  million 
Americans  in  our  Nation  with  a  cancer  his- 
tory and  an  estimated  one  million  of  them 
face  the  terrible  injustice  of  employment 
discrimination: 

Whereas  one  out  of  every  two  individuals 
now  diagnosed  as  having  cancer  is  cured, 
and  as  a  result,  the  number  of  survivors  will 
continue  to  dra.natically  increase; 

Whereas  employment  discrimination 
against  cancer  survivors  ranges  from  job 
denial  to  wage  reduction,  exclusion  from 
and  reduction  in  benefits,  promotion  denial, 
and  in  some  cases  outright  dismissal:  and 

Whereas  we  must  permit,  and  encourage, 
cancer  survivors  to  remain  fully  integrated 
and  productive  members  of  society:  Now. 
therefore,  be  it 

Resolved  by  the  Senate  (the  House  of  Rep- 
resentatives concurring/,  That  it  is  the 
sense  of  the  Congress  that  the  Congress— 

(1)  opposes  employment  discrimination 
against  individuals  who  have,  or  have  had, 
cancer  based  on  such  individual's  cancer  his- 
tory, and 

(2)  urge  that  such  individuals  receive  fair 
and  equal  treatment  in  the  workplace. 

Mr.  DOLE.  Mr.  President,  I  move  to 
reconsider  the  vote  by  which  the  con- 
current resolution  was  agreed  to. 

Mr.  BYRD.  Mr.  President,  I  move  to 
lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  is 
agreed  to. 
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EXPORT  IMPORT  BANK  ACT 
AMENDMENTS 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate 
now  turn  to  the  consideration  of  calen- 
dar 975. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  assistant  legislative  clerk  read 
as  follows: 

A  bill  (H.R.  5548)  to  amend  the  Export 
Import  Bank  Act  of  1945. 

The  PRESIDING  OFFICER.  With- 
out objection,  the  Senate  will  proceed 
to  its  immediate  consideration. 

The  Senate  proceeded  to  consider 
the  bill. 

AMENDMENT  NO.  3033 

(Purpose:  To  achieve  various  foreign  and  do- 
mestic economic  policy  and  trade  objec- 
tives) 

Mr.  DOLE.  Mr.  President,  I  send  an 
amendment  to  the  desk  on  behalf  of 
Senator  Heinz  and  ask  for  its  immedi- 
ate consideration. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  Kansas  (Mr.  Dole],  for 
Mr.  Heinz,  proposes  an  amendment  num- 
bered 3033. 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  further  read- 
ing of  the  amendment  be  dispensed 
with. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 

At  the  end  of  the  bill  add  the  following: 

"POLICY  TOWARD  UNITED  STATES  BUSINESS 
TRANSACTIONS  IN  "NOOLA 

"Sec.     .  (a)  The  Congress  finds  that— 

"(1)  the  Marxist  Popular  Movement  for 
the  Liberation  of  Angola  (hereafter  in  this 
resolution  reierred  to  as  the  "MPLA")  has 
failed  to  hold  fair  and  free  elections  since 
assuming  power  in  Angola  in  1975: 

"(2)  Angola  currently  harbors  more  than 
35,000  Soviet  and  Cuban  troops  and  advis- 
ers; 

"(3)  the  Cubans  and  Soviets  have  chan- 
neled more  than  $4,000,000,000  in  assistance 
and  military  aid  in  furtherance  of  this  inter- 
vention in  Africa; 

"(4)  the  MPLA  government  of  Angola  ob- 
tains more  than  90  percent  of  its  foreign  ex- 
change from  the  extraction  and  production 
of  oil; 

"(5)  most  of  Angola's  oil  is  extracted  in 
Cabinda  Province,  where  75  percent  of  it  is 
extracted  by  the  Chevron-Gulf  Oil  compa- 
ny; 

"(6)  the  MPLA  has  refused  to  take  mean- 
ingful steps  to  end  its  dependency  on  Soviet 
and  Cuban  forces,  engage  in  national  recon- 
ciliation efforts  within  Angola,  or  encourage 
the  independence  of  Namibia; 

"(7)  United  States  business  interests  are  in 
direct  conflict  with  United  States  foreign 
policy  objectives  in  aiding  the  MPLA  gov- 
ernment of  Angola,  which  directly  opposes 
Jonas  Savimbi  and  UNITA,  recipients  of 
United  States  support;  and 

"(8)  imposition  of  severe  economic  sanc- 
tions will  encourage  the  MPLA  to  promote  a 
fair  political  solution  and  negotiate  with  the 
United  States  toward  a  peaceful  settlement. 


"(b)(1)  It  is  the  sense  of  the  Congress  that 
the  interests  of  the  United  States  are  best 
served  when  United  States  business  transac- 
tions conducted  in  Angola  do  not  directly  or 
indirectly  support  Cuban  troops  and  Soviet 
advisers. 

"(2)  The  Congress  hereby  requests  that 
the  President  use  his  special  authorities 
under  the  International  Emergency  Eco- 
nomic Powers  Act  to  block  United  States 
business  transactions  which  conflict  with 
United  States  security  interests  in  Angola. 

"GROUP  ELIGIBILITY  REQUIREMENTS 

"Sec  .  (a)  Section  222  of  the  Trade  Act 
of  1974  (19  U.S.C.  2272)  is  amended  to  read 
as  follows: 

••••SEf.  iii.  (iROlH  KI.KilBIUTY  KEQl  IRRMENTS. 

"  "(a)  The  Secretary  shall  certify  a  group 
of  workers  (including  workers  in  any  agri- 
cultural firm  or  subdivision  of  an  agricultur- 
al firm)  as  eligible  to  apply  for  adjustment 
assistance  under  this  chapter  if  the  Secre- 
tary determines  that— 

""(1)  a  significant  number  or  proportion 
of  the  workers  in  such  workers'  firm,  or  an 
appropriate  subdivision  of  the  firm,  have 
become  totally  or  partially  separated,  or  are 
threatened  to  become  totally  or  partially 
separated. 

"  "(2)  sales  or  production,  or  both,  of  such 
firm  or  subdivision  have  ceased  absolutely, 
and 

•  "'S)  increaspj  of  imports  of  articles  like 
or  directly  compeiitiv->  with  ariicles— 

"  "(A)  which  are  produced  by  sufh  work- 
ers' firm  or  appropriate  subdivision  thereof, 
or 

"  "(B)  in  the  case  of  workers  of  a  firm  in 
the  oil  or  natural  gas  industry,  for  which 
such  workers'  firm,  or  appropriate  subdivi- 
sion thereof,  provides  essential  parts  or  es- 
sential services. 

contributed  importantly  to  such  total  or 
partial  separation,  or  threat  thereof,  and  to 
such  decline  in  .sales  or  production. 

"  "(b)  F'or  purposes  of  subsection  (a)(3)— 

""(1)  The  term  'ont.ibuted  iirporiantly' 
means  a  cause  which  is  important  but  not 
necessarily  more  important  than  any  other 
cause. 

""(2)  Natural  gas  shall  be  con.sidered  to 
be  competitive  with  crude  oil  and  refined 
petroleum  products. 

""(3)  Any  firm,  or  subdivision  of  a  firm, 
which— 

"  "(A)  engages  in  the  exploration  for  oil  or 
natural  gas, 

"  "(B)  produces  or  extracts  oil  or  natural 
gas,  or 

"  "(C)  processes  or  refines  oil  or  natural 
gas,  shall  be  considered  to  be  a  part  of  the 
oil  or  natural  gas  industry  and  to  be  a  firm 
providing  essential  services  for  such  oil  or 
natural  gas  and  for  the  processed  or  refined 
products  of  such  oil  or  natural  gas. 

"  "(4)  Any  firm  which  provides  essential 
parts,  or  essential  services,  to  another  firm 
that  conducts  activities  described  in  para- 
graph (3)  with  respect  to  oil  or  natural  gas, 
as  its  principal  trade  or  business,  shall  be 
considered  to  be  a  part  of  the  oil  or  natural 
gas  industry  and  to  be  a  firm  providing  es- 
sential services  for  such  oil  or  natural  gas 
and  for  the  processed  or  refined  products  of 
such  oil  or  natural  gas.". 

"  "(b)  Subsection  (c)  of  section  251  of  the 
Trade  Act  of  1974  (19  U.S.C.  2341(c))  is 
amended  to  read  as  follows: 

"  "(c)(1)  The  Secretary  shall  certify  a  firm 
(including  any  agricultural  firm)  as  eligible 
to  apply  for  adjustment  assistance  under 
this  chapter  if  the  Secretary  determines 
that— 


"  "(A)  a  significant  number  or  proportion 
of  the  workers  in  such  firm  have  become  to- 
tally or  partially  separated,  or  are  threat- 
ened to  become  totally  or  partially  separat- 
ed. 

"  "(B)  sales  or  production,  or  both,  of  such 
firm  have  decreased  absolutely,  and 

"  "(C)  increases  of  imports  of  articles  like 
or  directly  competitive  with  articles— 

"  "(i)  which  are  produced  by  such  firm,  or 

""(ii)  in  the  case  of  a  firm  in  the  oil  or 
natural  gas  industry,  for  which  such  firm 
provides  essential  parts  or  essential  services, 
contributed  importantly  to  such  total  or 
partial  separation,  or  threat  thereof,  and  to 
such  decline  in  sales  or  production. 

""(2)  For  purposes  of  paragraph  (1)(C)— 

"  "(A)  The  term  contributed  importantly' 
means  a  cause  which  is  important  but  not 
necessarily  more  important  than  any  other 
cause. 

"  "(B)  Natural  gas  shall  be  considered  to 
be  competitive  with  crude  oil  and  refined 
petroleum  products. 

"  "(C)  Any  firm  which— 

"  "(i)  engages  in  the  exploration  for  oil  or 
natural  gas, 

"  "(ii)  produces  or  extracts  oil  or  natural 
gas,  or 

""(iii)  processes  or  refines  oil  or  natural 
gas,  or 

"  "(iv)  provides  essential  parts,  or  essential 
services,  to  another  firm  that  conducts  ac- 
tivities described  in  any  of  the  preceding 
clauses  as  its  principal  trade  or  business, 
shall  be  considered  to  be  in  the  oil  or  natu- 
ral gas  industry  and  to  be  a  firm  providing 
essential  services  for  such  oil  or  natural  gas 
and  for  the  processed  or  refined  products  of 
such  oil  or  natural  gas. ". 

"(cKl)  the  amendments  made  by  this  sec- 
tion shall  apply  with  respect  to  petitions  for 
certification  which  are  filed  or  pending— 
(A)  on  or  after  September  30,  1986,  and 

"(B)  before  October  1,  1987. 

""(2)  Notwithstanding  any  other  provision 
of  law,  no  worker  shall  be  eligible  for  assist- 
ance under  subchapter  B  of  chapter  2  of 
title  II  of  the  Trade  Act  oi  1974  if— 

"(A)  such  worker  is  covered  by  a  certifica- 
tion made  under  subchapter  A  of  such  chap- 
ter only  by  reason  of  the  amendment  made 
by  subsection  (a)  of  this  section,  and 

"(B)  the  total  or  partial  separation  of 
such  worker  from  adversely  affected  em- 
ployment occurs  after  September  30,  1987. 

"OPPOSITION  OF  MULTILATERAL  ASSISTANCE  FOR 
FOREIGN  SURPLUS  COMMODITIES  AND  MINERALS 

"Sec.  .  (a)  The  Secretary  of  the  Treas- 
ury shall  instruct  the  United  States  Execu- 
tive Directors  of  the  International  Bank  for 
Reconstruction  and  Development,  the  Inter- 
national Development  Association,  the 
International  Finance  Corporation,  the 
Inter-American  Development  Bank,  the 
International  Monetary  Fund,  the  Asian 
Development  Bank,  the  Inter-American  In- 
vestment Corporation,  the  African  Develop- 
ment Bank,  and  the  African  Development 
Fund  to  use  the  voice  and  vote  of  the 
United  States  to  oppose  any  assistance  by 
these  institutions,  using  funds  appropriated 
or  otherwise  made  available  pursuant  to  any 
provision  of  law,  for  the  production  or  ex- 
traction of  any  commodity  or  mineral  for 
export,  if— 

"(1)  such  commodity  or  mineral  as  the 
case  may  be.  is  in  surplus  on  world  n-,arkets; 
and 

"•(2)  the  export  of  such  coinmodity  or  min- 
eral, as  the  case  may  be,  would  cause  sub- 
stantia! injury  to  the  United  SUtes  produc- 
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or  competing  com- 


ers ol  the  same,  similar, 
modity  or  mineral. 

'■(b)(1)  The  amount  of  payments  which 
the  Unilrrd  Slates  may  make  to  the  paid-in 
capita'  o:  \n  iriernationtl  f>nancial  institu- 
tion dtsiribed  m  subsection  (a)  during  aiiv 
capital  expansion  or  replenishment  of  such 
institution  may  not  exceed  the  amount  of 
funds  which  such  expansion  or  replenish- 
ment minus  an  amount  which  bears  the 
same  proportion  to  the  aggregate  amount  of 
assistance  described  in  paragraph  (2)  fur- 
nished by  such  institution  as  the  United 
States  share  of  the  expansion  or  replenish- 
ment bears  to  the  total  amount  of  the  ex- 
pansion or  replenishment. 

■•(2)<A)  The  aggregate  amount  of  assist- 
ance referred  to  in  paragraph  (1)  is  the 
amount  of  assistance  furnished  by  an  inter- 
national financial  institution  to  all  coun- 
tries during  the  period  described  in  subpara- 
graph (B)— 

■■(i)  to  support  the  production  or  extrac- 
tion of  any  commodity  or  mineral  for 
export,  if— 

"(1)  such  commodity  or  mineral  as  the 
case  may  be.  is  in  surplus  on  world  markets; 
and 

'■(II)  the  export  of  such  commodity  or 
mineral,  as  the  case  may  be.  would  cause 
substantial  injury  to  the  United  States  pro- 
ducers of  the  same,  similar,  or  competing 
commodity  or  mineral;  and 

"(ii)  to  subsidize  (other  than  under  clause 
(1?)  the  exports  of  commodities  and  miner- 
als from  such  countries. 

"(B)  The  period  referred  to  in  subpara 
graph  (A)  is  the  same  number  of  years  as 
the  capital  expansion  or  replenishment 
period  which  immediately  preceded  the  first 
year  of  the  expansion  or  replenishment 
period. 

"(3)  For  purposes  of  paragraph  (2)(A)(ii). 
the  term  "sulisidize"  is  used  within  the 
meanmg  of  the  Agreement  on  Interpreta- 
tion and  Application  of  Articles  V,  XVI.  and 
XXIII  of  the  General  Agreement  on  Tariffs 
and  Trade  and  the  annex  relating  thereto, 
done  at  Geneva  on  April  12.  1979. 

"(4)  Any  funds  witheld  from  payments  to 
an  international  financial  inr-titution  pursu- 
ant to  this  section  shall  be  used  to  reduce 
the  public  debt  in  the  manner  specified  in 
section  3113  of  title  31.  United  States 
Code.'. 

Mr.  METZENBAUM.  Mr.  President, 
reserving  the  right  to  object,  would 
the  Senator  explain  what  the  amend- 
ment is  all  about? 

Mr.  President,  I  have  no  objection. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend- 
ment. 

The  amendment  (No.  3033)  was 
agreed  to. 

Mr.  HEINZ.  Mr.  President,  today  the 
Senate  is  considering  for  the  second 
time  in  2  months  legislation  to  extend 
the  charter  of  the  Export-Import 
Bank  and  to  create  a  mixed  credit  war- 
chest  to  combat  use  of  predatory  fi- 
nancing by  other  trading  nations.  This 
bill  represents  a  compromise  worked 
out  by  the  Senate  and  House  Banking 
Committees  between  the  language 
passed  by  the  Senate  in  July  and  the 
House-passed  Eximbank  bill.  The  com- 
mittees met  informally  rather  than 
going  through  a  formal  conference 
procedure  because  of  the  approaching 
expiration  of  the  Bank's  charter  on 


September  30,  and  because  the  sub- 
stantive differences  between  House 
and  Senate  bills  on  Eximbank  and 
warchest  authorities  were  lew  and  rel- 
atively minor. 

There  is  no  need  for  me  to  elaborate 
on  the  need  for  quick  action  on  this 
legislation.  U.S.  trade  performance 
continues  to  be  dismal,  and  a  strong 
Export-Import  Bank  is  essential  to  re- 
versing our  record  trade  deficits.  With- 
out this  legislation  the  Bank's  author- 
ity will  lapse  in  a  week's  time,  leaving 
U.S.  exporters  to  try  to  compete  sin- 
glehandedly  against  government-subsi- 
dized competition.  In  addition,  the 
U.S.  Government  is  locked  in  negotia- 
tions to  reduce  use  of  predatory  mixed 
credits  in  export  financing.  The  nego- 
tiations resume  on  October  6,  and  pas- 
sage of  the  warchest  legislation  will 
provide  U.S.  negotiators  with  an  im- 
portant tool  for  working  out  an  agree- 
ment. 

I  would  like  to  go  through  the  provi- 
sions of  H.R.  5548  to  review  briefly  the 
minor  differences  between  this  com- 
promise bill  and  the  Senate-passed 
version  of  H.R.  4510  and  to  explain 
the  reasons  for  changes  made  to  the 
original  Senate  language. 

As  in  the  Senate  bill,  the  Bank 
would  be  permitted  to  charge  reasona- 
ble fees  to  cover  the  cost  of  its  semi- 
nars and  publications.  While  the  mar- 
ginal cost  wording  of  the  Senate  bill 
has  been  dropped,  the  intent  of  this 
provision  is  to  permit  the  Bank  to 
recoup  only  those  additional  costs  as- 
sociated with  holding  a  seminar  or 
producing  a  publjcalion,  not  to  charge 
fees  co'.ering  salaries,  rent,  or  othei 
components  of  the  Pank's  normal  ad- 
ministrative expense  budget. 

Similar  to  the  Senate  language,  the 
bill  calls  upon  the  Bank  to  take  steps 
to  improve  the  competitiveness  of  and 
access  to  its  medium-term  programs. 
H.R.  5548  does  not  include  the  Senate 
specification  that  medium-term  fi- 
nancing should  be  made  available  in 
the  form  of  direct  credits  and  for  deals 
below  the  current  Bank  threshold  of 
$10  million.  However,  it  would  be  ex- 
pected that  one  of  the  options  the 
Bank  would  consider  for  improving  its 
medium-term  program  would  be  to 
provide  direct  credit  for  smaller  and 
shorter  term  deals  as  intended  in  the 
Senate  language. 

Section  5  of  H.R.  5548  addresses  the 
Bank's  competitiveness  mandate.  Cur- 
rent law  requires  the  Bank  to  be  fully 
competitive,  but  stipulates  that— 
rates,  terms  and  conditions  need  not  be 
equivalent  to  those  offered  by  foreign  coun- 
tries. •  •  •. 

This  would  be  changed  to  read: 
Rates,  terms  and  conditions  need  not  l)e 

identical  in  all  respects  to  those  offered  by 

foreign  countries.  *  •  * 

The  substitution  of  "identical  in  all 
respects"  for  'equivalent"  is  meant  to 
strengthen  the  Bank's  competitiveness 
mandate  hy  i  emoving  any  possible  am- 


biguity in  the  current  language  that 
all  of  the  Bank's  programs  are  to  be 
fully  competitive.  "Need  not  be  equiva- 
lent" might  be  read  as  a  relaxation  of 
the  competitiveness  requirement;  the 
new  language  requires  that  the  Bank 
be  fully  competitive  without  qualifica- 
tion, but  with  the  understanding  that 
each  individual  rate,  term,  and  condi- 
tion of  an  offer  need  not  be  identical 
to  that  of  a  foreign  financing  offer,  as 
long  as  the  financing  package  as  a 
whole  is  fully  competitive. 

Section  6  directs  the  Bank  to  offer 
multiple-exporter  risk  protection  cov- 
erage through  creditworthy  trade  as- 
sociations, cooperatives,  and  the  like. 
The  Senate  language  has  been  modi- 
fied by  addition  of  language  stating; 

Nothing  in  this  provision  shall  be  inter- 
preted as  limiting  the  Banks  authority  to 
deny  support  for  specific  transactions  or  to 
disapprove  a  request  by  such  an  organiza- 
tion to  participate  in  such  coverage. 

This  addition  is  intended  to  make 
clear  that  the  multiple-exporter  cover- 
age is  not  an  entitlement  program  and 
that  the  Bank  would  continue  to  make 
its  normal  determinations  about  the 
credit  risk  of  individual  transactions  or 
issuance  of  insurance  policies. 

Section  7  is  a  slight  variation  on  the 
Senate's  program  access  language.  It  is 
intended  to  broaden  access  to  the 
Bank's  programs  by  ensuring  that  an 
entity  is  not  denied  access  solely  be- 
cau.se  that  entity  is  not  a  bank  or  is 
not  a  U.S.  person.  At  the  same  time,  it 
is  not  intended  to  limit  the  Bank's 
flexibility  in  determining  access  to  its 
programs  based  on  other  criteria  or  to 
restructure  them  in  any  way.  Thus, 
the  Bank  would  still  be  able  to  estab- 
lish rules  for  access  to  its  programs  as 
part  of  the  process  of  implementing 
the  mandates  contained  in  its  .statuto- 
ry charter,  such  as  finding  reasonable 
assurance  of  repayment  and  avoiding 
competition  with  private  capital.  The 
Bank  would  also  be  able  to  establish 
guidelines  for  access  that  permit  it  to 
administer  its  programs  in  an  effective 
and  efficient  manner. 

Section  8  relates  to  Bank  credits  for 
Marxist-Leninist  countries;  it  retains 
the  language  affecting  Eximbank  fi- 
nancing for  Marxist -Leninist  co'.intries 
contained  in  Senate-passed  H.R.  4510. 
This  provision  does  not  affect  the  por- 
tion of  current  law  providing  a  nation- 
al interest  waiver  where  the  President 
determines  that  extension  of  credit  to 
a  proscribed  country  is  in  the  national 
interest.  Since  the  existing  waiver  au- 
thority is  retained,  for  any  country  for 
which  a  general  national  interest  de- 
termination has  already  been  made 
prior  to  enactment  of  this  bill,  the  leg- 
islation would  not  require  the  making 
of  a  new  general  national  interest  de- 
termination. 

Section  9  places  an  explicit  prohibi- 
tion on  financing  for  Angola  as  in  the 
Senate     bill     but     with     two     small 
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changes.  Drawing  from  the  House  lan- 
guage, the  prohibition  would  not 
apply  to  food  or  agricultural  commod- 
ities; and  the  certification  required  of 
the  President  would  focus  not  on 
Cuban  military  personnel  or  military 
personnel  from  any  other  controlled 
country  but  on  combatant  forces  or 
military  advisers  of  the  Republic  of 
Cuba  or  of  any  other  Marxist-Leninist 
country.  This  clarification  would 
ensure  that  military  attaches,  guards, 
or  other  military  personnel  normally 
assigned  to  embassies  and  not  involved 
directly  or  indirectly  in  combat  or 
combat  preparations  would  not  be  cov- 
ered by  the  certification.  This  provi- 
sion would  not  apply  to  past  credit  ap- 
provals by  the  Bank. 

As  in  both  Senate-  and  House-passed 
versions  of  H.R.  4510,  transferability 
of  Eximbank  guarantees  is  included  in 
section  10  of  the  compromise.  The  lan- 
guage improves  on  the  Senate  formu- 
lation by  providing  for  unrestricted 
transfer  of  medium-term  and  long- 
term  obligations  insured  or  guaran- 
teed by  the  Bank.  This  change  in  the 
Bank  charter  represents  a  significant 
step  in  attracting  new  and  cost-effec- 
tive capital  in  support  of  U.S.  exports 
by  making  these  obligations  highly 
liquid  assets  and  encouraging  the  de- 
velopment of  a  secondary  market  in 
such  assets.  Section  10  also  makes 
clear  that  transferability  would  apply 
only  to  guarantee  and  insurance  trans- 
actions receiving  final  approval  from 
the  Bank  after  the  date  of  enactment 
of  the  bill. 

In  combination  with  the  language  of 
section  7,  section  10  directs  the  Bank 
to  permit  transfers  by  and  to  the 
widest  range  of  potential  capital 
sources  without  affecting  or  limiting 
in  any  way  the  Bank's  guarantee  or  in- 
surance. There  should  be  no  confusion 
that  the  language  permitting  transfer 
from  the  originating  lenders  or  their 
transferees  to  other  lenders  is  intend- 
ed to  limit  transferability  in  any  way. 
In  this  formulation,  the  term  "other 
lenders"  is  not  to  be  narrowly  con- 
strued to  mean  simply  another  bank 
or  a  financial  institution  that  normal- 
ly makes  export  loans.  Since  the  asset 
in  question  is  a  loan— a  loan  made  by 
the  original  lender  and  guaranteed  or 
insured  by  the  Bank— any  person  or 
entity  acquiring  ownership  of  that 
asset  should  be  deemed  to  be  a 
"lender"  under  the  language  of  this 
provision.  This  could  include,  but 
would  not  be  limited  to,  non-commer- 
cial-bank lenders  such  as  pension 
funds,  savings  and  loan  associations, 
insurance  companies,  and  commercial 
credit  or  finance  corporations,  both 
foreign  and  domestic.  The  purpose  of 
this  provision  is  to  permit  the  original 
lender  to  sell  or  transfer  the  loan  to 
the  widest  possible  range  of  potential 
capital  sources. 

Transferability  is  important  to  inves- 
tors for  several  reasons.  Some  inves- 


tors require  liquidity  to  meet  potential 
withdrawals.  Other  investors  face  reg- 
ulatory or  internal  requirements  stipu- 
lating that  any  asset  they  purchase 
can  be  resold.  All  institutional  inves- 
tors require  the  flexibility  to  adjust 
their  portfolios  based  on  their  percep- 
tions of  interest  rate  or  other  market 
developments.  Broad  transferability  is 
already  available  for  loans  which  are 
guaranteed  by  other  U.S.  Government 
agencies. 

By  requiring  unrestricted  transfer 
rights  and  thereby  creating  a  market 
for  Bank  guaranteed  loans,  the  bill 
would  open  up  new  avenues  of  capital 
support  for  U.S.  exports.  For  purchas- 
ers of  U.S.  exports,  participation  of 
the  broadest  range  of  private  capital 
sources  will  translate  into  more  acces- 
sible funding  on  more  attractive  terms 
and  at  lower  interest  rates.  This  provi- 
sion, threfore,  meets  the  requirements 
of  both  sound  export  policy  and  sound 
fiscal  policy.  The  urgent  need  for  im- 
proved American  trade  competitive- 
ness can  be  satisfied  without  adverse 
impact  on  the  federal  budget  deficit. 

Section  14  of  H.R.  5548  extends  the 
charter  of  the  Bank  for  6  years  to  Sep- 
tember 30.  1992.  rather  than  10  years 
as  in  the  Senate  bill.  While  this  short- 
er term  would  provide  less  of  the  sta- 
bility and  continuity  we  had  hoped  to 
provide  the  Bank  and  U.S.  exporters, 
it  is  nevertheless  an  improvement  over 
the  average  5-year  extension  provided 
in  past  charter  extensions  and  the  3- 
years  of  the  last  extension. 

Section  15  provides  guidance  on 
matching  foreign  official  export  cred- 
its in  the  United  States.  Under  section 
1912  of  the  Export-Import  Bank 
Amendments  of  1978,  Eximbank  is 
permitted  to  offer  financing  support 
to  U.S.  suppliers  who  would  otherwise 
lose  sales  in  the  U.S.  market  as  a 
result  of  credit  subsidies  from  other 
governments  to  support  sales  by  for- 
eign producers.  The  intent  of  Congress 
in  this  provision  was  to  provide  a 
strong  and  effective  deterrent  to  for- 
eign producers  seeking  to  penetrate 
the  U.S.  market  through  predatory 
export  financing.  Since  this  use  of 
Bank  authority  involved  broad  issues 
of  U.S.  economic  and  export  policy, 
the  Secretary  of  the  Treasury  was 
granted  a  role  in  considering  these 
deals. 

The  amendments  to  section  1912  in 
the  Senate  bill  arose  from  concern 
that  the  provision  was  not  being  im- 
plemented as  intended  by  the  Con- 
gress. The  experience  of  several  U.S. 
producers  seeking  assistance  under  its 
provisions  indicated  that  Treasury  was 
unwilling  to  authorize  financing,  deny- 
ing credit  where  the  competing  offer 
came  from  a  country  not  a  signatory 
to  OECD  export  credit  agreements  or 
failing  to  certify  that  financing  was  a 
significant  factor  in  the  sale. 

To  correct  these  deficiencies,  the 
language   of   H.R.   5548   would   make 


clear  that  this  provision  extends  to 
credits  "irrespective  of  whether  these 
credits  are  being  offered  by  govern- 
ments which  are  signatories  "  to  OECD 
financing  agreements.  In  addition,  the 
breadth  of  Treasury  discretion  would 
be  further  limited  by  requiring  Treas- 
ury approval  unless  the  Secretary  de- 
termines that  financing  is  not  a  signif- 
icant factor.  This  change  places  the 
burden  of  proof  on  the  Treasury  and 
requires  that  a  denial  of  credit  be 
based  on  clear  demonstration  that  fi- 
nancing is  not  likely  to  be  a  significant 
factor  in  the  sale. 

Section  19  of  H.R.  5548  establishes 
within  the  Export-Import  Bank  the 
tied  aid  credit  warchest  which  was  the 
subject  of  title  II  of  the  Senates  bill. 
This  warchest  is  intended  to  provide 
the  U.S.  Government  with  the  tools 
necessary  to  eliminate  the  trade-dis- 
torting practice  of  mixing  foreign  aid 
with  export  credit,  and  appropriation 
of  $300  million  is  authorized  for  this 
purpose.  The  administration  is  anx- 
ious to  have  this  provision  enacted  to 
support  its  negotiating  efforts  in  the 
OECD. 

The  structure  and  purpose  of  the 
warchest  have  been  carefully  designed. 
It  could  be  used  for  both  offensive  and 
defensive  purposes:  that  is,  it  could  be 
used  aggressively  to  take  markets 
away  from  other  countries,  and  defen- 
sively to  protect  American  exports 
facing  unfair  mixed  credits  financing. 
Its  overriding  purpose  is  to  strengthen 
the  hand  of  the  Secretary  of  the 
Treasury  in  negotiating  a  comprehen- 
sive agreement  to  limit  the  use  of 
mixed  credits. 

To  serve  that  purpose,  it  is  essential 
that  the  Secretary,  who  is  in  charge  of 
these  negotiations  for  the  United 
States,  be  able  to  play  a  role  in  the  use 
of  the  funds  from  the  warchest.  Thus, 
though  it  is  lodged  administratively  in 
the  Bank,  the  actual  use  of  funds 
would  be  done  with  the  participation 
of  the  Secretary.  This  involvement  in 
the  use  of  these  funds  is  assured  by 
the  language  in  this  section  which  re- 
quires the  Bank  to  administer  this  tied 
aid  credit  program  in  accordance  with 
the  Secretary's  recommendation  on 
how  such  credits  could  be  used  most 
effectively  and  efficiently  to  promote 
the  negotiation  of  a  comprehensive 
international  arrangement  restricting 
the  use  of  tied  aid  and  partially  untied 
aid  credits  for  commercial  purposes. 

While  the  formulation  of  the  war- 
chest in  H.R.  5548  differs  in  a  number 
of  particulars  from  the  Senate-passed 
bill,  it  incorporates  all  of  the  elements 
of  the  Senate  bill  and  enjoys  the  sup- 
port of  the  administration  and  export- 
ers. 

Section  20  of  the  bill  authorizes  the 
Bank  to  make  interest  subsidy  pay- 
ments, the  so-called  I-Match  Program, 
on  a  trial  basis.  Under  this  section,  the 
Bank  would  be  permitted  to  make  in- 
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terest  subsidy  payments  to  private 
lenders  to  subsidize  export  loans  when 
below-market  financing  is  required  to 
compete  with  foreign  subsidized  fi- 
nancing. This  I-Match  authority, 
which  would  be  granted  for  2  years, 
would  become  effective  only  if  three 
conditions  were  met:  first,  the  funds 
for  the  interest  subsidy  payments 
must  be  appropriated:  second,  loan 
guarantees  accompanying  these  pay- 
ments must  not  be  scored  as  budget 
authority:  and  third,  the  Bank  must 
have  been  authorized  a  direct  loan 
budget  of  at  least  $700  million.  This 
last  condition  does  not  mean  that  the 
Bank  must  actually  have  loaned  $700 
million  before  I-Match  becomes  avail- 
able, but  that  I-Match  authority  can 
become  effective  in  any  fiscal  year 
only  if  the  Bank  has  been  provided 
sufficient  authority  in  the  budget  to 
make  at  least  $700  million  of  direct 
loans.  This  last  requirement  also  re- 
flects congressional  concern  that  even 
with  a  functioning  I-Match,  the  subsi- 
dy mechanism  may  not  be  appropriate 
or  workable  for  many  of  the  credits 
the  Bank  extends. 

I-Match  has  been  included  in  the  bill 
on  a  trial  basis  despite  some  misgivings 
by  the  Senate.  Both  the  administra- 
tion and  the  House  are  convinced  that 
the  concept  can  work  and  are  anxious 
to  test  it.  The  conditions  attached  to  I- 
Match  in  this  section  are  intended  to 
ensure  that,  for  the  2  years  of  its  oper- 
ation, the  program  will  remain  an  ex- 
perimental or  pilot  program.  At  the 
end  of  2  years  and  based  on  the  Banks 
reort  on  the  success  of  the  program, 
the  Congress  can  decide  whether  or 
not  it  should  be  expanded. 

Finally,  I  would  like  to  discuss  those 
elements  of  the  Senate  bill  that  are 
not  part  of  H.R.  5548.  The  only  provi- 
sion dropped  that  related  to  Eximbank 
operations  added  a  review  procedure 
by  the  National  Advisory  Council  on 
International  Monetary  and  Financial 
Policies  [NAC]  where  the  Bank  reject- 
ed a  sovereign  guarantee  based  on  the 
lack  of  reasonable  assurance  of  repay- 
ment. The  provision  was  intended  to 
underscore  the  congressional  intent  in 
the  Bank  charter  that  the  Bank 
should  assume  risks  that  private  lend- 
ers will  not.  It  would  require  the  Bank 
to  look  not  only  at  the  financial  as- 
sessment of  a  particular  loan  but  to 
rely  on  the  advice  of  the  State  and 
Treasury  Departments  in  the  NAC  for 
a  strategic,  long-term  assessment  of 
the  creditworthiness  of  a  country  or 
project. 

While  the  House  and  the  administra- 
tion argued  that  NAC  review  was  too 
cumbersome  to  work  in  these  cases, 
the  charter  clearly  expresses  congres- 
sional intent  that  the  Bank  must  oper- 
ate in  risky  situations  and  consider  the 
impact  of  a  credit  on  long-term  U.S. 
export  market  share  or  a  country's 
long-term  economic  strength  and  on- 
going economic  adjustment  efforts.  In 


meeting  congressional  intent  in  this 
area,  the  Bank  would  be  expected  to 
look  at  the  extent  to  which  OECD  or 
other  export  financing  agencies  are  re- 
maining on  cover  in  a  country  and 
would  be  expected  to  consult  with  the 
Departments  of  Treasury  or  State  on 
the  impact  of  its  credit  decision  on  bi- 
lateral economic  relations.  The  Bank 
should  also  be  prepared  to  provide  in- 
formation to  the  Congress  on  cases  in 
which  credit  was  denied  based  on  the 
absence  of  a  reasonable  assurance  of 
repayment,  including  the  extent  to 
which  there  were  competing  offers  for 
the  sale. 

The  other  Senate  provisions  that  are 
not  part  of  H.R.  5548  are  those  amend- 
ments added  to  the  Eximbank  bill  on 
the  Senate  floor  that  are  unrelated  to 
the  Bank's  operations.  Because  of  the 
procedure  followed  in  developing  this 
compromise  proposal,  the  nongermane 
amendments  have  not  been  inclitfied.  I 
agree  with  the  sponsors  of  these  provi- 
sions that  if  the  Senate  wishes  to  have 
them  considered  by  the  House,  the 
only  way  to  do  so  is  to  add  them  back 
to  H.R.  5548  and  go  to  conference.  In 
saying  this  I  do  not  wish  to  imply  that 
House  conferees  will  be  likely  to 
accept  controversial,  nongermane 
amendments.  However,  by  adding 
them  back  we  will  at  least  provide  an 
opportunity  for  consideration  of  these 
issues.  Therefore,  I  am  proposing  an 
amendment  to  H.R.  5548  adding  back 
provisions,  exactly  as  passed  previous- 
ly by  the  Senate  except  for  Dole 
amendment,  originally  introduced  by 
Senators  Nickles,  Symms,  and  DeCon- 
ciNi,  that  will  have  to  be  addressed  in 
conference. 

Rapid  Senate  action  is  needed  on 
this  measure  if  we  are  to  complete  a 
conference  and  pass  final  legislation  in 
time  to  prevent  expiration  of  the 
Bank's  charter  on  September  30.  H.R. 
5548  is  an  excellent  compromise  on 
the  Exim  and  warchest  issues  and  in- 
corporates those  elements  of  both 
Senate  and  House  bills  essential  to  the 
smooth  operation  of  the  Bank  over 
the  next  6  years.  The  bill  enjoys  wide- 
spread support  among  exporters  and 
the  institutions  that  finance  exports.  I 
urge  your  support  for  the  bill  as 
amended. 

Mr.  BYRD.  Mr.  President,  I  am 
pleased  to  see  that  this  reauthorizia- 
tion  of  the  Export-Import  Bank  in- 
cludes the  amendment  which  I  offered 
to  that  legislation. 

Exim  has  supported  more  than  $12 
million  in  West  Virginia  coal  exports 
since  October  1,  1985.  I  am  gratified 
that  the  Bank  is  supporting  one  of  our 
most  competitive  exports,  because  coal 
is  vital  to  many  jobs  in  my  State,  and 
in  several  other  States. 

But  I  have  been  deeply  concerned 
about  the  direction  of  some  of  Exim 
Bank's  lending.  In  particular,  I  have 
called  to  my  colleagues'  attention  the 
case  of  the  El  Cerrejon— pronounced 


El  Sarahone— mine  in  Colombia, 
South  America.  The  Export-Import 
Bank  provided  a  loan  of  $200  million 
to  support  development  of  that  mine, 
even  though  the  coal  it  produces  will 
compete  directly  with  U.S.  coal. 

The  amendment  I  introduced  on 
July  21,  1986,  and  which  is  included  in 
this  legislation  will  go  a  long  way 
toward  putting  an  end  to  Exim  financ- 
ing for  production  of  foreign  commod- 
ities—including coal,  steel,  chemicals, 
fertilizer,  and  others— that  would  com- 
pete with  U.S.  products  and  which 
cause  lost  jobs  in  this  country.  This 
amendment  will  prohibit  loans  which 
would  result  in  a  surplus  of  a  commod- 
ity or  would  compete  with  U.S.  com- 
modity production  unless  Exim  weighs 
the  short-  and  long-term  benefits  to 
employment  and  industries  in  this 
country  and  determines  that  the  bene- 
fits of  the  loan  outweigh  the  harm  to 
U.S.  firms  and  workers.  This  is  a  tough 
standard,  but  a  realistic  one.  Congress 
will  closely  watch  its  operation. 

Now  more  than  ever,  we  must 
expand  our  exports.  We  are  losing  our 
lead  as  the  world's  greatest  exporting 
nation.  In  the  most  recent  month  for 
which  trade  figures  are  available- 
July— we  imported  twice  the  dollar 
value  of  our  exports.  This  is  totally 
unacceptable,  and  it  is  cheapening  the 
quality  of  life  for  our  people. 

I  commend  the  members  of  the 
Banking  Committee,  and  Senators 
Proxmire,  Garn.  and  Heinz  in  par- 
ticular, for  their  work  on  this  legisla- 
tion and  their  help  in  assuring  the  suc- 
cess of  my  amendment.  I  am  grateful 
for  the  support  of  Senators  Ford  and 
Armstrong  and  my  many  other  col- 
leagues who  supported  this  important 
amendment.  I  believe  it  will  give  the 
Bank  a  very  clear  signal  of  the  intent 
of  Congress.  The  Fertilizer  Institute 
has  indicated  that  the  pendancy  of 
this  legislation  caused  Exim  Bank  to 
reconsider  a  loan  that  would  have  re- 
sulted in  competition  with  U.S.  com- 
modities. I  trust  the  passage  of  this 
legislation  will  guarantee  continued  vi- 
gilence  by  the  Bank. 

Mr.  PROXMIRE.  Mr.  President,  I 
rise  to  support  the  enactment  of  H.R. 
5548,  a  bill  to  amend  and  renew  the 
charter  of  the  Export-Import  Bank. 
That  charter  will  expire  on  September 
30.  next  Tuesday.  This  bill  will,  among 
other  things,  renew  the  Bank's  charter 
for  6  additional  years. 

On  July  21  and  22  of  this  year  we 
spent  2  days  on  this  floor  debating  and 
amending  Senate  bill  2247  which  re- 
newed the  charter  of  the  Bank.  Just  1 
week  earlier  the  House  had  passed  its 
own  bill,  H.R.  4510.  to  do  the  same.  On 
July  22  we  struck  all  but  the  enacting 
clause  of  H.R.  4510  and  inserted  the 
text  of  our  own  bill.  Since  there  were 
some  major  differences  between  the 
two  bills  it  was  expected  a  formal  con- 
ference would  follow  to  iron  them  out. 
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However,  becaue  of  some  jurisdictional 
problems  in  the  other  body,  we  did  not 
convene  a  formal  conference.  Instead 
we  decided  to  work  with  the  House  in 
preparing  an  entirely  new  bill  embody- 
ing the  compromises  we  would  have 
reached  in  a  conference.  The  bill 
before  us,  H.R.  5548,  is  the  result  of 
those  intensive  negotiations  between 
the  Banking  Committees  of  the  House 
and  Senate.  The  House  took  the  bill 
agreed  to  just  last  week,  and  passed  it 
on  September  22,  1986.  It  does  not 
contain  everything  that  I  would  like 
and  it  contains  some  things  that  I 
don't  like.  But  overall  it's  a  fair  com- 
promise and  I  hope  my  colleagues  will 
support  it. 

As  you  know  I  have  never  been  a 
supporter  of  the  Export-Import  Bank 
and  I  continue  to  have  severe  reserva- 
tions about  the  wisdom  of  giving  for- 
eign consumers  subsidies  to  purchase 
goods  from  American  corporations.  I 
realize  that  Congress  is  not  going  to 
discontinue  this  program  this  year  so  I 
have  endeavored  to  make  sure  the  cost 
of  operating  the  Bank  is  made  as  ex- 
plicit as  possible,  and  to  ensure  that 
the  Bank  does  not  fund  foreign 
projects  that  result  in  harm  to  our 
workers,  farmers  and  companies.  I 
have  also  worked  to  prevent  the  Bank 
from  lending  new  money  to  Commu- 
nist countries  and  in  particular  to  pro- 
hibit it  from  making  new  loans  to 
Angola  until  combat  personnel  and 
military  advisers  from  Cuba  and  other 
Marxist-Leninist  countries  leave  that 
Communist  dominated  land.  H.R.  5548 
has  provisions  reflection  my  efforts  to 
achieve  each  of  these  goals. 

Section  5  of  H.R.  5548  addresses  the 
Bank's  competitiveness  mandate  and 
substitutes  "need  not  be  identical"  for 
"need  not  be  equivalent"  in  section 
2(B)(1)(b)  of  the  Bank's  charter.  I 
want  to  make  absolutely  clear  that 
this  amended  competitiveness  man- 
date does  not  require  the  Bank  to 
match  every  element  of  an  official 
export  credit  package  being  offered  by 
a  foreign  export  credit  agency  for  a 
given  transaction.  It  only  means  that 
the  financing  package  a  whole  should 
be  competitive  with  the  foreign  offer. 
So  the  Bank  can  continue  to  operate 
to  neutralize  the  effect  of  foreign 
credits  on  international  sales  competi- 
tion without  trying  to  match  foreign 
offers  term  for  term. 

Section  8  of  H.R.  5548  specifically 
forbids  the  Eximbank  to  make  any 
new  loans  or  loan  guarantees  in  con- 
nection with  the  purchase  or  lease  of 
any  product  by  a  Marxist-Leninist 
country  and  then  defines  the  term 
"Marxist-Leninist"  to  mean  any  coun- 
try which  "(I)  maintains  a  centrally 
planned  economy  based  on  the  princi- 
ples of  Marxist-Leninism,  or  (II)  is  eco- 
nomically and  militarily  dependent  on 
the  Union  of  Soviet  Socialist  Repub- 
lics or  on  any  other  Marxist-Leninist 
country."  The  section  then  establishes 


a  list  of  countries  presently  deemed  to 
be  Marxist-Leninist  but  provides  au- 
thority for  the  President  to  add  or 
delete  countries  from  the  list.  The  sec- 
tion further  provides  that  the  loan  or 
loan  guarantee  prohibition  can  be 
lifted  in  situations  where  the  Presi- 
dent determines  a  waiver  is  in  the  "na- 
tional interest." 

Section  9  of  H.R.  5548,  however, 
adds  a  special  provision  dealing  with 
loans,  loan  guarantees  and  insurance 
to  the  Marxist-Leninist  government  of 
Angola.  There  the  prohibition  cannot 
be  waived  "until  the  President  certi- 
fies to  the  Congress  that  no  combat- 
ant forces  or  military  advisers  of  the 
Republic  of  Cuba  or  of  any  other 
Marxist-Leninist  country  remain  in 
Angola."  That  section  incorporates 
the  substance  of  the  amendment  I  of- 
fered to  the  Export-Import  Bank's 
charter  during  our  consideration  of  its 
renewal  on  the  Senate  floor  in  July.  I 
cannot  for  the  life  of  me  understand 
why  the  Reagan  administration  makes 
Eximbank  loans  worth  hundreds  of 
millions  of  dollars  to  the  Communist 
Government  of  Angola  while  at  the 
same  time  providing  millions  of  dollars 
to  Dr.  Jonas  Savimbi  and  UNITA  to 
topple  that  same  government.  This 
provision  is  designed  to  stop  that  kind 
of  nonsensical  behavior  by  this  admin- 
istration. 

Section  10  of  H.R.  5548  requires  all 
Eximbank  loan  guarantees  to  be  fully 
transferable.  I  do  not  think  this  is  a 
wise  provision  and  note  that  the 
Treasury  Deparment  opposed  its  inclu- 
sion in  the  compromise  bill.  Since  both 
Houses  had  a  similar  provision  in  the 
bills  they  originally  adopted  it  was  not 
possible  to  delete  it.  But  I  do  want  to 
state  my  concern  about  the  provision. 
It  will  remove  lenders  from  having  in- 
terest in  the  credit  worthiness  of  the 
loans  they  generate  since  they  will  be 
backed  by  a  U.S.  Government  guaran- 
tee and  will  be  sold  by  lenders  to  the 
financial  markets.  This  type  of  provi- 
sions could  ultimately  cost  our  taxpay- 
ers plenty.  The  better  course,  if  we 
were  to  have  such  a  provision  at  all. 
would  be  to  limit  it  only  to  situtations 
needed  to  conclude  an  export  sale. 

Section  11  of  H.R.  5548  is  a  provision 
I  heartily  endorse.  Senator  Byrd  origi- 
nally offered  this  provision  on  the 
floor  and  I  worked  to  ensure  that  it  is 
in  this  compromise  bill  because  it  is 
such  a  good  provision.  It  prohibits  the 
Bank  from  making  any  loans  or  guar- 
antees that  will  result  in  the  produc- 
tion abroad  of  any  commodities  that 
will  compete  with  U.S.  production  of 
the  same  or  similar  commodity  if  such 
production  will  cause  substantial 
injury  to  the  U.S.  producer  of  that 
commodity.  The  prohibition  does  not 
apply  where,  in  the  judgment  of  the 
board  of  directors  of  the  bank,  the 
short-  and  long-term  benefits  to  indus- 
try and  employment  in  the  United 
States    are    likely    to    outweigh    the 


injury  to  U.S.  producers  of  the  same, 
similar,  or  competing  commodity. 

That  section  should  be  read  in  con- 
junction with  section  12  of  H.R.  5548 
which  contains  a  provision  I  authored 
and  which  was  in  the  bill  passed  by 
the  Senate  in  July.  Section  12  requires 
the  Bank  to  consider  and  address  in 
writing  the  views  of  parties  or  persons 
who  may  be  substantially  adversely  af- 
fected by  the  loan  or  guarantee  prior 
to  taking  final  action  on  it.  We  expect 
that  this  section  will  ensure  that  the 
cost-benefit  analysis  done  in  section  11 
is  in  writing  and  incorporates  the 
views  of  those  domestic  workers,  or 
farmers,  or  companies,  who  might  be 
adversely  impacted  by  the  Eximbank's 
loans  or  guarantees.  As  I  said  prior  to 
the  Senate's  passage  of  section  1 2  in 
July  "I  hope  the  administration  will 
take  this  position  very  seriously  and 
will  positively  seek  out  and  give  a  day 
in  court  to  those  adversely  affected  •  • 
'."  It  is  important  that  Americans  not 
be  injured  by  the  actions  of  their  own 
Government  and  this  provision  is  in- 
tended to  protect  them  from  inadvert- 
ent actions  by  the  Export-Import 
Bank. 

Section  13  of  H.R.  5548  authorizes 
the  appropriation  of  $145,259,000  for 
fiscal  year  1987  to  cover  the  subsidy 
cost  of  new  direct  loans  obligated  by 
the  Bank  in  that  fiscal  year.  This  pro- 
vision is  based  on  a  similar  provision 
that  was  in  the  bill  the  Senate  passed 
in  July.  At  that  time  I  said  the  appro- 
priation of  $145,259,000  to  the  Bank 
for  fiscal  year  1987  was  to  cover  the 
net  subsidy  cost  of  new  direct  loans 
under  a  program  limitation  of  $1.8  bil- 
lion •  •  •  this  new  procurement  will 
result  in  much  better  budgeting  prac- 
tices as  the  true  subsidy  cost  of  the 
Bank  will  be  highlighted  in  the 
budget.  In  July  I  explained  that  the 
subsidy  cost  mentioned  in  the  provi- 
sion was  to  be  measured  by  the  differ- 
ence between  the  interest  rate  charged 
by  the  Bank  on  its  loans,  and  the  rate 
that  would  be  charged  by  a  private 
sector  lender  on  loans  of  comparable 
risk  and  maturity.  Although  section  13 
will  not  have  am  immediate  effect  be- 
cause of  complications  involved  with 
other  aspects  of  the  congressional 
budgeting  process,  we  have  kept  it  in 
the  bill  as  an  indication  of  our  inten- 
tion to  continue  efforts  to  identify  the 
subsidy  element  in  the  Eximbank's 
program  and  to  have  that  subsidy  ap- 
propriated each  year  by  Congress. 
This  is  the  only  way  to  end  the  myth, 
perpetuated  by  some  beneficiaries  of 
the  Bank's  programs,  that  there  is  no 
cost  to  the  taxpayer  involved  in  the 
Banks  operations. 

Section  19  of  H.R.  5548  establishes 
within  the  Export-Import  Bank  the 
so-called  tied  aid  or  mixed  credits  war- 
chest  that  the  administration  has  re- 
quested. I  am  not  in  favor  of  this  so- 
called  warchest  legislation,  as  it  will 
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authorize  spending  $300  million  of  our 
taxpayers'  money  over  the  next  2 
years  in  order  to  subsidize  the  sale  of 
$1  billion  of  American  goods  to  devel- 
oping countries. 

The  announced  purpose  of  this  new 
spending  program  is  to  combat  the  use 
of  mixed  credits  by  other  nations  and 
thus  to  help  eliminate  this  pernicious 
practice.  A  more  likely  outcome,  in  my 
view,  is  that  foreign  companies  dam- 
aged by  our  warchest  will  prevail  on 
their  governments  to  increase  their 
own  subsidies.  The  warchest  provision, 
however,  was  in  the  bills  passed  by 
both  the  House  and  Senate  and  there- 
fore it  is  in  this  compromise  bill  as 
well. 

The  stated  purpose  of  establishing 
the  warchest  is  to  strengthen  the 
hand  of  the  Secretary  of  the  Treasury 
in  negotiating  the  comprehensive 
agreement  to  limit  the  use  and  abuse 
of  mixed  credits.  To  serve  that  pur- 
pose, it  is  essential  that  the  Secretary. 
who  is  in  charge  of  these  negotiations 
for  the  United  States,  be  able  to  direct 
the  use  of  the  funds  from  this  war- 
chest. Thus,  though  the  warchest  is 
lodged  administratively  in  the  Bank, 
the  actual  use  of  the  funds  in  the  war- 
chest will  be  under  the  absolute  con- 
trol of  the  Secretary  of  the  Treasury. 
We  made  this  clear  by  putting  lan- 
guage into  section  19  which  requires 
the  Bank  to  administer  this  tied  aid 
credit  program  'in  accordance  with 
the  Secretary's  recommendations  on 
how  such  credits  could  be  used  most 
effectively  and  efficiently  to  promote 
the  negotiation  of  the  comprehensive 
international  arrangement  restricting 
the  use  of  tied  aid  and  partially  untied 
aid  credits  for  commerical  purposes." 
As  noted  this  language  is  meant  to 
make  absolutely  clear  that  the  Secre- 
tary of  the  TreJisury  will  decide  exact- 
ly when  and  how  that  fund  is  to  be 
used. 

I  want  to  also  draw  the  attention  of 
my  colleagues  to  the  fact  that  the  bill 
authorizes  funds  for  the  warchest  only 
for  fiscal  years  1987  and  1988.  Before 
any  decision  to  authorize  new  funds  I 
will  insist  on  hearings  in  the  Banking 
Committee.  As  section  19  of  H.R.  5548 
states  this  warchest  is  to  be  "tempo- 
rary." We  will  have  to  be  vigilant  to 
ensure  that  beneficiaries  of  the  pro- 
gram are  not  successful  in  lobbying  to 
make  it  "permanent." 

Finally  section  20  of  H.R.  5548  for 
the  first  time  gives  the  Bank  authority 
to  establish  its  so-called  I-Match  Pro- 
gram, under  which  it  would  make  in- 
terest subsidy  payments  to  private 
lenders  when  below-market  financing 
is  required  to  compete  with  foreign 
subsidized  financing.  This  I-Match  au- 
.  thority,  which  is  granted  for  just  2 
years,  will  be  effective  only  if  three 
conditions  are  met:  First,  the  funds  for 
the  interest  subsidy  payments  are  ap- 
propriated; second,  loan  guarantees  ac- 
companying     these      payments      are 


scored  "off-budget":  and  third,  the 
Bank  has  a  direct  loan  budget  of  at 
least  $700  million.  This  last  condition 
does  not  mean  the  Bank  must  actually 
lend  $700  million.  It  means  that  I- 
Match  authority  is  effective  in  any 
fiscal  year  only  if  the  Bank  has  at 
least  a  $700  million  direct  loan  budget 
in  place  for  that  year;  that  is,  that  the 
Bank  is  empowered  to  lend  that  much. 
This  condition  is  intended  to  ensure 
that,  for  the  2  years  of  its  operation,  I- 
Match  will  remain  an  experimental  or 
pilot  program.  Then,  on  the  basis  of 
this  experience,  we  can  decide  whether 
or  not  it  should  be  extended  or  ex- 
panded. In  my  view,  the  best  provision 
in  this  section  is  that  making  any 
funds  expended  on  the  I-Match  Pro- 
gram subject  to  congressional  appro- 
priation. That  is  a  precedent  I  hope 
the  Congress  will  soon  adopt  with 
regard  to  all  of  the  Banks  programis. 
Finally  I  note  the  bill  specifically  pro- 
vides that  this  new  I-Match  sunsets  on 
October  1,  1988.  I  only  wish  it  included 
a  similar  sunset  provision  in  the  sec- 
tion of  the  bill  establishing  the  tied 
aid  credit  warchest. 

For  the  reasons  already  stated  I 
hope  my  colleagues  will  pass  H.R. 
5548. 

The  PRESIDING  OFFICER.  The 
bill  is  before  the  Senate  and  open  to 
further  amendment.  If  there  be  no 
further  amendments,  the  question  is 
on  the  engrossment  of  the  amendment 
and  the  third  reading  of  the  bill. 

The  amendment  was  ordered  to  be 
engrossed  for  a  third  reading  and  the 
bill  to  be  read  the  third  time. 

The  bill  was  read  the  third  time. 

The  PRESIDING  OFFICER.  The 
bill  having  been  read  the  third  time, 
the  question  is.  Shall  it  pass? 

So  the  bill  (H.R.  5548),  as  amended, 
was  passed. 

Mr.  DOLE.  Mr.  President.  I  move  to 
reconsider  the  vote  by  which  the  bill, 
as  amended,  was  passed. 

Mr.  BYRD.  Mr.  President,  I  move  to 
lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


TEMPORARY  EXTENSION  OF 
THE  INTERSTATE  TRANSFER 
DEADLINE  FOR  H-3 

Mr.  INOUYE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate 
now  proceed  to  the  consideration  of  S. 
2880 

The  PRESIDING  OFFICER.  Is 
there  an  objection?  Without  objection, 
so  ordered. 

The  clerk  will  report. 

The  assistant  legislative  clerk  read 
as  follows: 

A  bill  (S.  2880)  to  provide  a  temporary  ex- 
tension of  the  interstate  transfer  deadline 
for  H-3. 

The  Senate  proceeded  to  consider 
the  bill. 


Mr.  INOUYE.  Mr.  President,  this 
matter  was  discussed  fully  the  other 
night.  The  legislation  has  been  cov- 
ered on  both  sides  of  the  aisle.  It  is 
ready  for  passage. 

Mr.  STAFFORD.  Mr.  President.  I 
support  the  legislation  offered  by  my 
distinguished  colleagues  from  Hawaii. 
Mr.  iNOUYE  and  Mr.  Matsunaga. 

During  consideration  of  the  Federal- 
Aid  Highway  Act  of  1986.  S.  2405.  the 
Senate  agreed  to  an  amendment  of- 
fered by  my  distinguished  colleagues 
from  Hawaii  which  would  grant  H-3 
an  exemption  from  4(f).  I  opposed  the 
waiver  from  4(f)  for  H-3  and  I  contin- 
ue to  believe  that  granting  such  a 
waiver  is  the  wrong  course  of  action.  It 
is  still  my  hope  that  the  State  of 
Hawaii  and  the  city  and  county  of 
Honolulu  will  agree  that  the  with- 
drawal of  H-3  and  the  substitution  of 
other  highway  and  transit  projects 
will  better  meet  the  transportation 
needs  of  the  island  of  Oahu. 

During  the  additional  period  of  time 
this  legislation  will  provide  for  the 
withdrawal  of  H-3.  I  hope  State  and 
local  officials  will  work  together  to  re- 
examine the  concerns  raised  by  vari- 
ous groups  and  individuals  about  the 
construction  of  H-3,  and  to  review  the 
transportation  needs  of  the  island. 

Mr.  President,  I  believe  the  with- 
drawal of  H-3  and  the  substitution  of 
other  highway  and  transit  projects  is 
the  best  way  to  meet  the  island's 
transportation  needs,  and,  therefore,  I 
support  this  legislation. 

The  PRESIDING  OFFICER.  The 
bill  is  before  the  Senate  and  open  to 
amendment.  If  there  be  no  amend- 
ment to  be  proposed,  the  question  is 
on  the  engrossment  and  third  reading 
of  the  bill. 

The  bill  (S.  2880)  was  ordered  to  be 
engrossed  for  a  third  reading,  was  read 
the  third  time  and  passed  as  follows: 

S.  2880 
Be  it  enacted  by  the  Senate  and  House  of 
Represeritatives  of  the  United  States  of 
America  in  Congress  assembled.  Subsection 
103(e)  of  title  23.  United  States  Code,  is 
amended  by  inserting  the  following  new  sen- 
tence after  the  third  sentence:  'With  re- 
spect to  any  route  which  on  the  date  of  en- 
actment of  the  Federal-Aid  Highway  Act  of 
1978  was  under  judicial  injunction  prohibit- 
ing its  construction,  the  Secretary  may  ap- 
prove the  withdrawal  of  such  route  only 
until  ten  days  after  the  final  legislative  day 
of  the  99th  Congress  of  the  United  States.  ' 

Mr.  INOUYE.  Mr.  President.  I  move 
to  reconsider  the  vote  by  which  the 
bill  was  passed. 

Mr.  MATSUNAGA.  Mr.  President.  I 
move  to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  DOLE.  Mr.  President,  I  suggest 
the  absence  of  a  quorum  for  just  about 
one  minute. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 
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The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


OMNIBUS  DRUG  ENFORCEMENT, 
EDUCATION,  AND  CONTROL  ACT 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate 
now  turn  to  the  consideration  of  Cal- 
endar 979,  H.R.  5484,  the  House  drug 
bill,  and  that  it  be  in  order  to  send  to 
the  desk  on  behalf  of  Senators  Dole, 
Byrd,  and  others,  a  complete  substi- 
tute, which  is  the  text  of  S.  2878. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection, 
the  request  is  agreed  to.  The  clerk  will 
report. 

The  assistant  legislative  clerk  read 
as  follows: 

A  bill  (H.R.  5484)  to  strengthen  Federal 
efforts  to  encourage  foreign  cooperation  in 
eradicating  illicit  drug  crops  and  in  halting 
international  drug  traffic,  to  improve  en- 
forcement of  Federal  drug  laws  and  en- 
hance interdiction  of  illicit  drug  shipments, 
to  provide  strong  Federal  leadership  in  es- 
tablishing effective  drug  abuse  prevention 
and  education  programs,  to  expand  Federal 
support  for  drug  abuse  treatment  and  reha- 
bilitation effors.  and  for  other  purposes. 

AMENDMENT  NO    3034 

The  PRESIDING  OFFICER.  The 
clerk  will  report  the  amendment. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  Kansas  [Mr.  Dole],  for 
himself,  Mr.  Byrd.  Mr.  Thurmond.  Mr. 
BiDEN.  Mrs.  Hawkins,  Mr.  Chiles,  Mr. 
Wilson,  Mr.  DeConcini.  Mr.  Hatch,  Mr. 
Cranston,  Mr.  Gramm.  Mr.  Moynihan.  Mr. 
Specter,  Mr.  Dooo,  Mr.  Trible,  Mr.  Leahy. 
Mr.  Denton.  Mr.  Mitchell,  Mr.  Abdnor.  Mr. 
Ndnn.  Mr.  Rockefeller.  Mr.  Sasser.  and 
Mr.  Dixon,  proposes  an  amendment  num- 
bered 3034,  to  strike  all  after  the  enacting 
clause  and  inseK  the  text  of  S.  2878. 

(The  text  of  the  amendment  is  the 
text  of  S.  2878,  as  printed  in  the 
Record  yesterday  at  page  S13648.) 

Mr.  DOLE.  Mr.  President,  I  ask 
unanimous  consent  that  a  section-by- 
section  analysis  of  the  substitute  be 
printed  in  the  Record. 

There  being  no  objection,  the  sec- 
tion-by-section analysis  was  ordered  to 
be  printed  in  the  Record,  as  follows: 
Judiciary 
title  i:  anti-drug  enforcement 
A.  Drug  Penalties  Enhancement  Act  of  1986 

This  section  sets  forth  a  series  of  amend- 
ments to  stiffen  penalties  for  large-scale  do- 
mestic drug  trafficking.  This  penalty  section 
incorporates  penalty  provisions  from  both 
the  Democrat  and  Republican  drug  pack- 
ages. Provides  for  increased,  stiff  penalties 
for  most  drug  related  offenses.  The  most  se- 
rious drug  traffickers,  so-called  "drug  king- 
pins", would  face  a  mandatory  minimum  of 
ten  years,  and  up  to  life  imprisonment.  This 
bill  also  increases  fines,  to  reflect  the  enor- 
mous  profits   generated   by   drug   dealing. 


Prohibits  suspension  of  sentences  and  pro- 
hibits probation  and  parole. 

Also  included.  S.  1236— Technical  amend- 
ments to  the  Comprehensive  Crime  Control 
Act  of  1983,  as  modified. 

B.  Drug  Possession  Penalty  Act 

This  section  rewrites  the  penalty  provi- 
sions for  simple  possession  of  controlled 
substances.  These  stiff  new  penalties  in- 
clude increased  fines,  mandatory  imprison- 
ment for  second  time  offenders,  and  repeal 
of  pre-trial  diversion  for  first  offenders. 
C.  Juvenile  Drug  Trafficking  Act  of  J986 

This  section  provides  for  additional  penal- 
ties for  persons  who  make  use  of  juveniles 
in  drug  trafficking.  Doubles  penalties  for 
employing  or  using  children  to  distribute 
drugs,  and  also  doubles  penalties  for  manu- 
facturing drugs  near  schools. 
D.  Asset  Forfeiture  Amendments  Act  of  1986 

This  section  provides  for  the  forfeiture  of 
substitute  assets  where  the  proceeds  of  a 
specified  crime  are  lost,  beyond  judicial 
reach,  substantially  diminished,  or  commin- 
gled. 

Cap  Removal  From  Forfeiture  Funds 

The  Department  of  Justice  has  a  forfeit- 
ure fund  generated  from  seizures  of  assets 
in  drug  related  prosecutions.  The  assets  con- 
sist of  cash  and  proceeds  of  sales  of  these 
assets.  By  law.  these  funds  can  be  used  for 
certain  law  enforcement  purposes.  However, 
there  is  a  cap.  administered  by  the  Appro- 
priations Committee,  on  how  much  of  the 
funds  can  be  used  each  year.  This  cap  un- 
dercuts the  basic  purpose  of  the  funds 
which  is  to  have  the  seized  proceeds  of 
criminal  activities  help  finance  the  war  on 
crime.  The  Senate  compromise  bill  would 
remove  the  cap  on  the  fund  and  would 
remove  it  from  the  budget  allocation  proc- 
ess. The  bill  would  not  prevent  the  funds 
from  being  sequestered,  if  there  were  a  se- 
quester. 

E.  Controlled  Substances  Analogs 

Enforcement  Act  of  1986  (Designer  DrugsJ 

This  section  makes  it  unlawful  to  manu- 
facture with  the  intent  to  distribute,  or  to 
possess  "designer  drugs"  intended  for 
human  consumption. 

The  compromise  provision  is  identical  to 
S.  1437  as  it  passed  the  Senate  last  Decem- 
ber, with  the  exception  of  the  addition  of 
conforming  amendments  and  stiffer  penal- 
ties. These  conforming  amendments  incor- 
porate the  prohibition  of  controlled  sub- 
stances analogs  elsewhere  fn  the  criminal 
code  where  reference  is  made  to  controlled 
substances. 

F.  Continuing  Drug  Enterprise  Act  of  1986 

Increases  fines  for  the  most  serious  drug 
kingpins  and  includes  mandatory  life  im- 
prisonment for  the  absolute  top  drug  traf- 
fickers under  certsAn  conditions. 

G.  Controlled  Substances  Imports  and 

Export  Penalties  Enhancement  Act  of  1986 

This  section  imposes  stiffer  penalties  for 
import  and  export  violations  similar  to 
those  established  elsewhere  in  the  Senate 
compromise  proposal. 

H.  Money  Laundering  Crimes  Act  of  1986 

This  section  of  the  compromise  package 
provides  an  offense  for  laundering  the  pro- 
ceeds of  certain  sfjecified  crimes.  This  sec- 
tion closely  tracks  the  language  of  S.  2683. 
which  has  passed  the  Senate. 

/.  Armed  Career  Criminals 

The  compromise  bill  includes  the  lan- 
guage of  S.  2312.  Present  law  defines  an 
armed  career  criminal  as  an  individual  who 


has  three  or  more  convictions  for  "robbery 
or  burglary",  tinder  current  l^w.  if  a  career 
criminal  is  convicted  of  possession  of  a  fire- 
arm, he  must  be  sentenced  to  15  years.  S. 
2312.  which  was  reported  by  the  Senate  Ju- 
diciary Committee,  redefines  an  armed 
career  criminal  as  an  individual  who  has 
three  or  more  convictions  "for  a  crime x)f  vi- 
olence" or  "a  serious  drug  offense,  or  both". 
J.  Authorization  of  Appropriations  for  Drug 
Law  Enforcement 

K.  Deleted 
L.  State  and  Local  Narcotics  Control 

Assistance 
Provides  $115  million  to  state  and  local 
law  enforcement  agencies  for  drug  law  en- 
forcement. The  Federal  share  would  be  75%, 
the  state  share  25%. 

M.  Study  on  the  Use  of  Existing  Federal 

Buildings  as  Prisons 
The  Secretary  of  Defense  shall  conduct  a 
study  to  identify  any  building  owned  or  op- 
erated by  the  United  States  which  could  be 
used,  or  modified  for  use.  as  a  prison  by  the 
Federal  Bureau  of  Prisons. 

N.  Drug  Law  Enforcement  Cooperation 
Study 

The  National  Drug  Enforcement  Policy 
Board,  in  consultation  with  the  National 
Narcotics  Border  Interdiction  System  and 
state  and  local  law  enforcement  officials, 
shall  study  Federal  drug  law  enforcement 
efforts  and  make  recommendations.  The 
Board  shall  report  to  Congress  within  180 
days  of  enactment  of  this  subtitle  on  its 
findings  and  conclusions. 

O.  Deleted 

P.  Narcotic  Traffickers  Deportation  Act  of 
1986 

This  section  simplifies  the  current  provi- 
sion of  the  Immigration  and  Nationality  Act 
authorizing  the  exclusion  and  deportation 
of  individuals  convicted  of  drug  related 
crimes,  and  specifies  the  violation  of  foreign 
drug  laws  as  grounds  for  deportation  or  ex- 
clusion. 

Q.  Federal  Drug  Law  Enforcement  Agent 
Protection  Act 

This  provision  provides  rewards  to  those 
assisting  with  the  arrest  and  conviction  of 
persons  guilty  of  killing  or  kidnaping  a  Fed- 
eral drug  agent,  (formerly  S.  630) 

R.  Common  Carrier  Operation  Under  the 
Influence  of  Alcohol  or  Drugs 

This  provision  makes  it  a  Federal  criminal 
offense  to  operate  or  direct  the  operation  of 
a  common  carrier  while  intoxicated  as  a 
result  of  using  alcohol  or  drugs,  (formerly  S. 
850) 

S.  Freedom  of  Information  Act 

This  section  will  prohibit  public  disclosure 
of  law  enforcement  investigative  informa- 
tion that  could  reasonably  be  expected  to 
alert  drug  dealers  and  organized  crime  of 
law  enforcement  activity  related  to  them.  A 
Drug  Enforcement  Administration  study 
found  that  14%  of  all  drug  enforcement  in- 
vestigations were  significantly  compromised 
or  cancelled  due  to  public  disclosure  of  in- 
formation related  to  these  investigations 
and  informants  involved  in  them.  The  Di- 
rector of  the  FBI  and  the  Department  of 
Justice  support  this  legislation.  As  well,  this 
language  was  unanimously  approved  by  the 
Senate  in  the  98th  Congress. 

T.  Prohibition  on  the  Interstate  Sale  and 
Transportation  of  Drug  Paraphernalia 

The  Mail  Order  Drug  Paraphernalia  Con- 
trol Act,  prohibits  the  sale  and  transporta- 
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tion  of  drug  paraphernalia  through  the 
services  of  tlie  Postal  Service  or  in  inter- 
state commerce.  It  also  provides  for  the  sei- 
zure, forfeiture,  and  destruction  of  drug  par- 
aphernalia. 

U.  Manufacturing  Operations 

Outlaws  operation  of  houses  or  buildings, 
so-called  "crack  houses",  where  "crack",  co- 
caine and  other  drugs  are  manufactured  and 
used. 

V.  Study  Related  to  Drug  Crime  Reporting 

This  section  requires  that  the  Bureau  of 
Justice  Statistics,  in  cooperation  with  the 
Federal  Bureau  of  Investigation  and  other 
FVderal  enforcement  agencies  as  well  as 
other  Federal,  state  and  local  statistics 
groups,  gather,  compile,  and  publish  com- 
prehensive data  on  drug  trafficking  and 
abuse. 

W.  Study  Related  to  Precursor  and  Essential 
Chemical  Review 

This  section  requires  that  the  Attorney 
General  conduct  a  study  concerning  the 
need  for  legislative,  regulation,  or  other  al- 
ternative methods  to  control  the  diversion 
of  legitimate  precursor  and  essential  chemi- 
cals to  the  illegal  production  of  drugs  of 
abuse. 

X.  Controlled  Substances  Technical 
Amendments  Act  of  1986 

This  section  makes  technical  corrections 
to  the  Controlled  Substances  Act.  The  pro- 
visions of  this  subtitle  were  passed  by  the 
Senate  when  it  passed  S.  1236  on  April  17. 
1986.  The  provisions  of  this  subtitle  were  in- 
cluded in  the  House  Drug  Bill,  the  Senate 
Democrat  Drug  Bill,  the  Senate  Republican 
Bill  and  the  Administration  package. 

TITLE  II.  INTERNATIONAL  NARCOTICS  CONTROL 

Strengthening  U.S.  narcotics  control  efforts 

abroad 

1.  Authorization  of  Funds 

Authorizes  $63  million  in  additional  nar- 
cotics assistance  for  FY  1987.  provided  that 
the  President  submit  a  plan  on  how  $45  mil- 
lion of  those  additional  funds  are  to  be  used. 
$10  million  of  the  funds  are  to  be  used  for 
interdiction  and  eradication  aircraft,  pri- 
marily in  Latin  America. 
2.  Restrictions  on  Aid  to  Foreign  Countries 

Revamps  present  law  governing  foreign 
aid.  favorable  U.S.  votes  in  multilateral  de- 
velopment banks,  and  Generalized  System 
of  Preferences  tariff  benefits  to  narcotics 
producing  and  narcotics  transit  countries. 
Under  bipartisan  provision,  these  benefits 
will  be  denied  all  major  illicit  drug  produc- 
ing countries  or  major  drug-transit  coun- 
tries unless  the  President  annually  certifies 
that  the  country  is  cooperating  fully  with 
the  United  States  in  combatting  narcotics 
production,  trafficking,  and  narcotics 
money  laundering,  or  is  taking  adequate 
steps  on  its  own.  The  President  may  give  a 
positive  certification  to  an  otherwise  uncer- 
tifiable  country  for  "vital  national  interest 
reasons",  but  reasons  must  be  fully  ex- 
plained in  the  certification.  All  certifica- 
tions are  subject  to  Congressional  resolu- 
tions of  disapproval  under  expedited  proce- 
dures. 

3.  Retention  of  Title  on  Aircraft 

U.S.  Government  will  retain  title  to  inter- 
diction/eradication aircraft  provided  under 
foreign  assistance  to  the  maximum  extent 
practicable.  Contains  finding  that  Mexico 
has  used  U.S.  provided  aircraft  inefficiently. 
4.  Records  of  Aircraft  Use 

Secretary  of  State  required  to  keep  de- 
tailed    records    of     aircraft     provided     to 


Mexico,  and  make  them  available  to  Con- 
gress upon  request  of  the  Chairmen. 
8.  Mansfield  Amendment 

Amends  present  "Mansfield  amendment" 
which  prohibits  U.S.  participation  in  arrests 
overseas.  U.S.  personnel  may  "assist"  in  ar- 
rests, but  not  make  arrests  directly.  They 
may  take  reasonable  self-defense  actions  in 
such  actions.  Applies  to  all  countries  unless 
the  President  certifies  for  an  individual 
country  that  it  is  against  the  national  inter- 
est. 

11.  Conditions  on  Assistance  for  Bolivia 

In  light  of  Bolivian  cooperation  in  Oper- 
ation Blast  Furnace.  1987  conditions  on  as- 
sistance are  changed.  First  half  of  assist- 
ance is  conditioned  on  continued  coopera- 
tion in  interdiction  operations,  second  half 
assistance  on  development  of  plan  to  eradi- 
cate coca  and  demonstrated  progress  in 
meeting  plan's  objectives. 
15.  Intelligence  Support  to  Combatting  the 
Drug  Problem 

Makes  collection  of  data  on  narcotics  pro- 
duction and  trafficking  a  priority  one  task 
for  the  intelligence  community  in  the  yearly 
intelligence  strategy  report.  Specific  man- 
date is  given  to  collect  sufficient  data  so 
that  highly  reliable  estimates  may  be  made 
of  narcotic  crop  production  and  yields  for 
major  producing  countries. 

16.  Reports  on  Certain  Countries: 
Restrictions  on  Assistance 

President  must  list  countries  which  as  a 
matter  of  policy  promote  narcotics  traffick- 
ing, have  senior  officials  involved,  in  which 
U.S.  drug  enforcement  personnel  have  suf- 
fered violence  at  the  hands  of  officials  of 
that  country,  or  have  failed  to  provide  rea- 
sonable requests  for  law  enforcement  coop- 
eration, including  aerial  pursuit  of  smug- 
glers. No  foreign  aid  may  be  provided,  and 
MDB  aid  must  be  opposed  for  any  listed 
country  unless  President  certifies  overriding 
national  interest,  assistance  would  improve 
prospects  for  cooperation  with  country  in 
halting  flow  of  illegal  drugs,  and  the  govern- 
ment of  such  country  has  made  bona  fide 
efforts  to  investigate  crimes  against  U.S. 
drug  enforcement  personnel. 

Other  Provisions: 

5.  $1  million  earmark  for  research  on 
aerial  herbicide  for  coca. 

6.  GAO  study  on  narcotics  assistance  pro- 
grams. 

7.  Report  on  extradition  cooperation. 

9.  Report  on  U.S.  system  to  prevent  visas 
being  provided  to  drug  trafficking. 

10.  Mandates  a  threat  assessment  of  drug 
trafficking  in  Africa. 

12.  Report  by  President  on  steps  taken  to 
combat  narco-terrorism. 

13.  Call  the  Secretary  of  State  and  Coast 
Guard  to  negotiate  new  interdiction  proce- 
dures with  foreign  countries  for  vessels  of 
foreign  registry. 

14.  Adds  Secretary  of  State  to  decisions  on 
posse  comitatus. 

17.  U.S.  Executive  Directors  to  MDBs  di- 
rected to  support  programs  of  drug  eradica- 
tion. 

18.  Deleted. 

19.  Deleted. 

20.  Deleted. 

21.  Declares  drugs  a  national  security 
problem  and  President  urged  to  engage 
NATO  allies  in  cooperative  programs. 

22.  23.  Supports  UN  Conference  on  Drug 
Abuse  and  Illicit  Trafficking. 

24.  Mandates  study  of  effectiveness  of  UN 
drug  programs. 

25.  Calls  for  more  effective  implementa- 
tion of  international  drug  conventions. 


26.  Call  for  a  Mexico-United  States  Inter- 
governmental Commission. 

27,  28.  Reports  on  opium  production  in 
Pakistan.  Iran.  Afghanistan  and  Laos. 

29.  $2  million  for  USIA  drug  education 
programs. 

30.  $3  million  AID  authorization  for  drug 
education  programs. 

31.  Report  on  international  drug  educa- 
tion programs. 

TITLE  III.  INTERDICTION 

A.  National  Drug  Interdiction  Improvement 
Act  of  1986 

This  section  includes  the  authorization 
contained  in  the  FY  1987  DoD  Authoriza- 
tion bill  providing  $212.1  million  for  en- 
hanced intelligence  collection  activities  and 
for  drug  interdiction  aircraft  and  aerostat 
radar  to  be  used  by  the  U.S.  Customs  Serv- 
ice and  the  U.S.  Coast  Guard. 

It  authorizes  an  additional  $90  million  for 
DoD  aircraft  and  aerostat  radar  to  be  used 
by  civilian  agencies  in  drug  interdiction  ef- 
forts. 

It  provides  $45  million  for  DoD  to  pur- 
chase radar  systems  for  Coast  Guard  sur- 
veillance aircraft  and  $15  million  for  the 
Tactical  Law  Enforcement  Team. 

It  provides  additional  authorizations  in 
the  amount  of  $153  million  for  the  Coast 
Guard  and  $115.90  million  for  the  Customs 
Service.  It  also  authorizes  $25  million  for 
the  establishment  of  command,  control, 
communications,  and  intelligence  (C-31) 
centers  and  $7  million  for  drug  interdiction 
helicopters  for  Hawaii. 

This  section  allows  Coast  Guard  personnel 
to  be  assigned  to  naval  vessels  to  assist  in 
drug  interdiction  and  mandates  that  at  least 
500  Coast  Guard  members  be  so  assigned 
each  year. 

It  establishes  a  joint  United  States-Baha- 
mas Drug  Interdiction  Task  Force  and  au- 
thorizes $15  million  to  implement  the  task 
force. 

B.  Customs  Enforcement  Act  of  1986 

This  section: 

Clarifies  definitions  in  the  Tariff  Act. 

Increases  vessel  arrival  reporting  require- 
ments and  provides  substantial  criminal  and 
civil  penalties  for  violating  the  arrival  re- 
porting requirements. 

Clarifies  existing  law  to  require  that  per- 
sons arriving  in  the  U.S.  as  pedestrians  im- 
mediately report  their  arrival  to  the  U.S. 
Customs  Service. 

Establishes  forfeiture  and  fines  as  the 
penalties  for  failure  to  declare  items  which 
are  imported  and  increases  the  penalties  for 
filing  false  manifests  and  for  unlawfully  un- 
loading merchandise. 

Makes  it  unlawful  to  possess  merchandise 
while  knowing  or  intending  that  it  be  un- 
lawfully introduced  into  the  U.S.  or  to 
transfer  merchandise  between  an  aircraft 
and  a  vessel  on  the  high  seas  if  the  plane  or 
boat  is  of  U.S.  nationality  or  if  the  circum- 
stances indicate  that  the  purpose  is  to  intro- 
duce the  merchandise  into  the  U.S.  in  viola- 
tion of  U.S.  law.  Violators  are  subject  to 
civil  and  criminal  penalties  and  civil  forfeit- 
ure. 

Streamlines  the  procedure  for  forfeiture 
of  conveyances  for  payment  of  penalties.  It 
also  provides  for  the  forfeiture  of  convey- 
ances used  to  transport  controlled  sub- 
stances, but  provides  for  the  return  of  the 
conveyance  if  it  is  determined  that  neither 
the  owner  nor  the  operator  of  the  convey- 
ance knew  nor  should  have  known  about 
the  presence  of  the  contraband. 
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Expands  the  Customs  civil  search  and  sei- 
zure warrant  to  cover  any  article  subject  to 
seizure,  such  as  conveyances  and  monetary 
instruments,  rather  than  just  imported  mer- 
chandise. 

Amends  the  Tariff  Act  to  treat  amounts 
tendered  in  lieu  of  merchandise  subject  to 
forfeiture  in  the  same  manner  as  the  pro- 
ceeds of  sale,  so  that  they  may  be  deposited 
in  the  Forfeiture  FHind,  and  to  allow  agency 
expenditures  to  be  paid  before  liens. 

Allows  Secretary  of  the  Treasury  to  exer- 
cise some  discretion  in  determining  the 
amount  of  rewards  for  informants. 

Permits  the  Secretary  of  the  Treasury  to 
require  landing  certificates  to  comply  with 
international  obligations,  such  as  bilateral 
or  multilateral  agreements  to  reduce  or  pre- 
vent smuggling. 

Clarifies  the  Secretary's  authority  to  ex- 
change information  with  foreign  customs 
and  law  enforcement  agents. 

Grants  the  Secretary  authority  to  operate 
customs  facilities  in  foreign  countries  and  to 
extend  U.S.  Customs  laws  to  foreign  loca- 
tions (with  the  consent  of  the  country  con- 
cerned ). 

Authorizes  the  Secretary  to  utilize  com- 
mercial "cover"  corporations  and  bank  ac- 
counts and  to  lease  property  and  pay  for 
services  without  complying  with  the  normal 
requirements  which  would  reveal  govern- 
ment involvement  when  such  activities  are 
needed  in  authorized  investigative  oper- 
ations. It  also  makes  clear  that  the  usual 
laws  governing  banking  deposits  and  space 
rentals  do  not  apply  in  such  undercover  op- 
erations. 

Establishes  that,  while  documented 
yachts  do  not  have  to  make  formal  entry, 
they  must  report  their  arrival  to  customs 
and  declare  any  goods  on  board. 

Eliminates  restrictions  on  the  ability  of 
Customs  officers  to  enlist  the  aid  of  other 
law  enforcement  officers  or  civilians  in  ap- 
prehending violators,  raises  the  penalties 
for  failure  to  render  assistance,  and  provides 
protection  for  civilians  who  render  such  aid. 

Raises  the  amount  which  must  be  report- 
ed by  a  person  who  exports  or  imports  mon- 
etary instruments  to  $10,000. 

Makes  it  unlawful  for  a  U.S.  citizen  or  a 
person  aboard  a  U.S.  aircraft  to  posse.ss  con- 
trolled substances  with  an  intent  to  manu- 
facture or  distribute  or  for  any  person 
aboard  an  aircraft  to  possess  with  an  intent 
to  manufacture  or  distribute  a  controlled 
substance  knowing  or  intending  that  it  be 
unlawfully  introduced  in  the  U.S. 

Provides  criminal  penalties  for  willfully 
operating  aircraft  at  night  without  lights  in 
conjunction  with  drug  trafficking  and  for 
the  willful  use  and/or  installation  of  unlaw- 
ful fuel  systems  in  aircraft.  It  also  subjects 
unlawful  fuel  systems  and  the  aircraft  in 
which  they  are  installed  to  seizure  and  civil 
forfeiture. 

C.  Maritime  Drug  Law  Enjorcement 
Prosecution  Act  of  1986 

This  section  resolves  prosecutorial  prob- 
lems which  arise  during  criminal  trials  as  a 
result  of  the  execution  of  existing  author- 
ity, which  allows  the  Coast  Guard  to  stop 
and  board  certain  vessels  at  sea  and  make 
arrests  and  seizures  for  violations  of  U.S. 
law. 

In  addition,  this  section  creates  a  new  of- 
fense to  make  it  unlawful  under  U.S.  law  to 
possess  with  intent  to  distribute  a  controlled 
substance  aboard  a  vessel  located  within  the 
territorial  sea  of  another  country  where 
that  country  affirmatively  consents  to  en- 
forcement action  by  the  U.S. 


D.  Reports  on  Department  of  Defense  Drug 

Control  Activities 
This  section  requires  the  National  Drug 
Enforcement  Policy  Board  to  report  to  Con- 
gress on  the  manner  and  extent  to  which 
the  Department  of  Defense  should  be  in- 
volved in  drug  law  enforcement  activities. 

It  also  mandates  a  joint  National  Drug 
Enforcement  Policy  Board/Department  of 
Education  report  to  Congress  on  drug  edu- 
cation efforts  in  schools  operated  by  the  De- 
partment of  Defense. 

E.  Driving  While  Impaired  by  Drug  Intoxi- 
cation to  be  Punishable   Under  the  Uni- 
form Code  of  Military  Justice 
This  section  makes  it  an  offense  under  the 
U.S.  Code  of  Military  Justice  to  drive  while 
under  the  influence  of  drugs. 
F.  Drug  Interdiction  Assistance  to  Civilian 

Law  Enforcement  Officials 
This  section  permits  the  Department  of 
Defense  to  loan  personnel  to  civilian  law  en- 
forcement agencies  to  operate  and  maintain 
equipment  used  by  those  agencies  to  assist 
foreign  governments  in  drug  interdiction  ac- 
tivities. 

G.  Air  Safety 
This  section  establishes  a  Federal  viola- 
tion for  the  use  of  an  unregistered  or  fraud- 
ulently aircraft  in  conjunction  with  trans- 
porting controlled  substances  and  provides 
for  the  seizure  of  such  aircraft.  It  also 
allows  States  to  impose  criminal  penalties 
for  the  use  or  attempted  use  of  forged  or  al- 
tered aircraft  registrations. 

H.  Communications 
This  section  would  authorize  the  Federal 
Communications  Commission  to  revoke  the 
licenses  of  individuals  who  use  their  licenses 
for  drug-related  activities  and  to  seize  com- 
munications equipment  used  in  such  activi- 
ties. 

/.  Drug  Law  Enforcement  Cooperation 
Study 
The   National   Drug   Enforcement   Policy 
Board,   in  consultation   with   the   National 
Narcotics  Border  Interdiction  System  and 
Slate  and  local  law  enforcement  officials, 
shall  study  Federal  drug  law  enforcement 
efforts    and    make    recommendations.    The 
Board  shall  report  to  Congress  within  180 
days  of  enactment  of  this  section  on  its  find- 
ings and  conclusions. 
J.  Emergency  Assistance  by  Department  of 

Defense  Personnel 
The  first  subsection,  by  slightly  amending 
existing  statutes,  provides  for  limited  use  of 
the  military  in  drug  interdiction.  Current 
law  allows  the  use  of  military  personnel  and 
equipment  outside  of  the  land  area  of  the 
U.S.  to  enforce  the  Controlled  Substances 
Act  or  to  transport  civilian  law  enforcement 
officers  seeking  to  enforce  the  Controlled 
Substance  Act  upon  the  declaration  of  an 
"emergency  circumstance"  by  the  Attorney 
General  and  the  Secretary  of  Defense.  The 
bill  clarifies  the  term  "emergency  circum- 
stance" by  declaring  that  an  emergency  cir- 
cumstance exists  when:  (1)  the  size  and 
scope  of  the  suspected  criminal  activity  in  a 
given  situation  poses  a  serious  threat  to  the 
interests  ef  the  United  States;  and  (2)  en- 
forcement of  the  law  would  be  seriously  im- 
paired if  assistance  were  not  provided.  It 
also  mandates  that  the  Secretary  of  State 
shall  be  consulted  prior  to  declaration  of 
any  emergency  circumstance. 

The  second  subsection  allows  military  per- 
sonnel to  intercept  vessels  and  aircraft  for 
the  purpose  of  identifying,  monitoring,  and 
communicating  the  location  and  movement 


of  the  vessel  or  aircraft  until  such  lime  as 
Federal,  Slate,  and  local  law  enforcement 
officials  can  assume  responsibility.  Current 
law  provides  that  the  military  may  not  be 
used  to  interdict  or  to  interrupt  the  passage 
of  vessels  or  aircraft. 

TITLE  IV.  DEMAND  REDUCTION 

A.  Treatment  and  Rehabilitation 

This  title  reauthorizes  the  Alcohol,  Drug 
Abuse  and  Mental  Health  Services  Block 
Grant  at  higher  funding  levels  of  $675  mil- 
lion. Five  percent  is  set  aside  for  model  com- 
munity programs  aimed  at  high  risk.  Of 
these  funds,  the  Secretary,  acting  through 
the  Alcohol.  Drug  Abuse  and  Mental  Health 
Administration,  shall  reserve  $125  million 
for  state  alcohol  and  drug  abuse  treatment 
programs  to  be  distributed  on  the  basis  of 
population  and  need. 

This  title  also  eliminates  various  restric- 
tions now  imposed  on  states  on  the  uses  of 
funds  under  the  alcohol  and  drug  abuse  pro- 
visions under  the  block  grant  except  that  at 
least  80  percent  shall  be  used  for  alcohol 
and  drug  treatment  and  rehabilitation  serv- 
ices. 

Another  provision  tracks  previously  re- 
ported legislation  from  the  Senate  Commit- 
tee on  Labor  and  Human  Resources.  S.  2595. 
"The  Alcohol.  Drug  Abuse  and  Mental 
Health  Amendments  of  1985"  with  certain 
modifications.  The  modifications  which  in- 
clude the  following: 

One  year  reauthorization  at  $129  million 
for  the  National  Institute  of  Drug  Abuse 
and  $69  million  for  the  National  Institute 
on  Alcohol  Abuse  and  Alcoholism;  deletion 
of  sections  10  and  11;  addition  of  the  follow- 
ing provisions: 

The  title  further  requires  that  the  Secre- 
tary of  Health  and  Human  Services  shall 
prepare  a  National  Plan  to  Combat  Drug 
Abuse. 

The  title  establishes  an  Alcohol  and  Drug 
Abuse  Clearinghouse  for  the  dissemination 
of  materials  concerning  education  and  pre- 
vention of  drug  abuse. 

Additionally,  we  require  the  Secretary  of 
Health  and  Human  Services,  through  the 
FDA.  to  conduct  a  study  of  alkyl  and  butyl 
nitrates  and  report  to  the  appropriate  con- 
gressional committees  as  to  whether  this 
substance  should  be  treated  as  a  drug  under 
the  Food.  Drug  and  Cosmetic  Act. 

The  section  also  provides  $11  million  in 
new  treatment  funds  for  veterans  programs. 
B.  Drug-Free  Schools  and  Communities  Act 
of  1986 

This  title  contains  a  provision  which  au- 
thorizes a  new  $150  million  state-adminis- 
tered grant  program  to  establish  drug  free 
schools  and  communities.  Of  this  amount, 
at  least  $80  million  will  be  available  for 
state  (10%)  and  local  (90%)  education  agen- 
cies. The  remaining  $50  million  shall  be 
made  available  to  community  prevention 
and  education  programs. 

The  Secretary  of  Education  shall  retain 
$20  million  for  national  programs  of  which 
$10  million  is  used  for  regional  training  cen- 
ters. In  addition,  the  Secretary  of  Education 
and  the  Secretary  of  Health, and  Human 
Services  shall  provide  assistan(?e  to  commu- 
nities and  schools  where  appropriate. 
C.  Action 

Current  law  authorizes  approximately  $2 
million  under  the  direction  of  ACTION  for 
volunteer  demonstration  projects,  of  which 
about  $500,000  is  currently  allocated  to  drug 
abuse  prevention,  education  and  treatment 
through  the  use  of  volunteers.  This  provi- 
sion would  increase  the  current  authoriza- 
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tiorr  by  $3  million,  which  would  be  ear- 
marked for  expansion  of  the  drug  program. 
D.  The  Indian  Alcohol  and  Substance  Abuse 
Prevention  and  Treatment  Act  0/1986 

The  primary  purpose  of  this  title  is  to  au- 
thorize the  development  and  implementa- 
tion of  a  coordinated,  comprehensive  pro- 
gram for  the  prevention  and  treatment  of 
alcohol  and  substance  abuse  among  Indian 
tribes  and  their  members.  In  order  to  better 
focus  some  of  the  existing  programs  of  alco- 
hol and  substance  abuse,  this  title  directs 
the  two  Departments.  Interior  and  Health 
and  Human  Services,  having  primary  re- 
sponsibility for  Federal  programs  of  assist- 
ance to  American  Indians,  to  enter  into  a 
Memorandum  of  Agreement. 

Recognizing  the  vested  interest  and  the 
authority  of  the  tribes  over  their  members, 
this  title  provides  for  the  tribes  to  develop 
and  implement  their  own  coordinated  ap- 
proach, tailored  to  the  local  needs,  through 
Tribal  Action  Plans. 

The  programs  authorized  in  this  title  in- 
clude a  number  of  programs  targeting 
Indian  youth,  including  authority  for  the 
construction  of  emergency  shelters,  juvenile 
detention  centers,  and  regional  treatment 
centers. 

Finally,  to  ensure  that  the  current  and 
new  programs  will  be  effective,  this  title 
provides  for  the  training  of  key  tribal. 
Indian  Health  Service  and  Bureau  of  Indian 
Affairs  personnel  in  the  areas  of  alcohol 
and  substance  abuse. 

TITLE  V.  TAX  CHECKOFF 

When  taxpayers  file  their  income  tax  re- 
turns, they  would  be  allowed  to  designate 
that  all  or  part  of  any  refund  due  be  con- 
tributed to  a  Drug  Addiction  Prevention 
Trust  Fund.  Taxpayers  may  also  make  addi- 
tional contributions  to  the  Trust  Fund  at 
the  time  they  file  their  tax  returns. 

Mr.  DOLE.  Mr.  President.  I  want  to 
make  one  comment  on  a  discussion  we 
had  earlier  with  the  Senator  from 
Connecticut  [Mr.  Weicker]. 

What  we  did  in  effect  was  satisfy  the 
concern,  the  just  concern,  that  the  dis- 
tinguished Senator  from  Connecticut 
had  with  reference  to  revenue  matters 
and  the  constitutional  question  that 
was  involved.  I  thank  the  distin- 
guished Senator  for  raising  this  ques- 
tion last  evening.  I  believe  we  have 
now  corrected  that  to  his  satisfaction. 

I  again  thank  the  distinguished  mi- 
nority leader  for  his  cooperation. 

Mr.  WEICKER.  Mr.  President,  I 
thank  the  distinguished  majority 
leader  and  the  distinguished  minority 
leader.  I  think  my  only  comment 
would  be  that  most  importantly,  more 
importantly  than  satisfying  my  objec- 
tions, they  have  satisfied  the  Constitu- 
tion of  the  United  States  and  the  bill 
is  now  in  its  proper  perspective. 
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CONFERENCE  REPORT 

Mr.  DOLE.  Mr.  President,  I  ask  that 
the  Senate  turn  to  the  consideration 
of  the  conference  report  to  accompany 
H.R.  3838.  the  tax  reform  bill. 

The  PRESIDING  OFFICER.  Is 
there  objection? 

Mr.  METZENBAUM.  Mr.  President, 
reserving  the  right  to  object,  and  I  do 


not  intend  to  object,  as  I  previously 
discussed  with  the  majority  leader  we 
have  not  had  a  sufficient  amount  of 
time  to  apprise  ourselves  as  to  the  con- 
tents of  the  conference  report. 
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I  just  found  on  my  desk  this  after- 
noon two  books,  consisting  of  1,811 
pages.  That  would  be  bad  enough,  but 
then,  we  have  been  attempting  to 
obtain  the  transition  rules.  Those  were 
not  made  available  to  us  until  6  o'clock 
or  quarter  to  6  last  evening.  There  are 
400  items  that  were  not  in  either  the 
House  bill  or  the  Senate  bill.  We  are 
attempting  to  determine  what  those 
are  all  about,  what  they  cost,  what 
their  impact  is,  whether  they  should 
or  should  not  be. 

I  do  not  wish  to  delay  the  progress 
of  the  Senate  in  considering  this  meas- 
ure, but  I  do  want  to  say  to  the  leader 
that  we  have  not  had  a  chance  at  this 
point  even  to  find  out  what  we  are 
talking  about. 

In  fairness,  I  should  point  out  that 
the  House  passed  the  bill  without 
having  even  a  list  before  it.  They  knew 
nothing  at  all  about  what  was  in  the 
transition  rules  as  far  as  I  can  find 
out.  And  we  are  not  talking  about  an 
insignificant  amount  of  money.  We  are 
talking  about  $10.6  billion. 

I  will  say  that  the  chairman  of  the 
Committee  on  Finance  has  made  the 
list  available  to  me  as  of  last  night  and 
I  understand  that  he  probably  was 
under  some  constraint  as  to  making 
them  available  prior  to  the  final  vote 
in  the  House  last  night.  I  have  not  had 
any  discussion  with  him  on  that  sub- 
ject but  I  just  have  to  read  between 
the  lines. 

Under  the  circumstances.  I  see  no 
reason  why  we  should  not  turn  to  con- 
sideration of  the  conference  report 
provided  the  leadership  understands 
that  I  have  no  intention  of  delaying 
consideration,  but  I  do  not  believe  we 
can  have  an  expedited  procedure. 

On  the  other  hand,  I  want  to  say  I 
have  no  intention  to  delay  the  bill  just 
for  delaying  purposes  alone.  I  believe 
those  who  have  statements  at  this 
point  might  want  to  proceed.  I  would 
have  no  objection  to  that.  But  I  want 
to  have  plenty  of  time  to  do  such  re- 
search as  we  think  necessary  and 
make  such  comments  as  we  think  ap- 
propriate. Under  those  circumstances, 
I  have  no  objection. 

Mr.  DANFORTH.  Mr.  President,  re- 
serving the'  right  to  object. 

The  PRESIDING  OFFICER.  The 
Senator  from  Missouri. 

Mr.  DANFORTH.  Mr.  President,  in 
somewhat  the  same  vein  as  the  com- 
ments of  the  Senator  from  Ohio,  2  or 
3  days  ago.  Senator  Wallop  and  I 
wrote  a  letter  to  David  Brockway,  who 
is  the  staff  director  of  the  Joint  Com- 
mittee on  Taxation,  asking  him  to  fur- 
nish us  with  a  list  of  those  provisions 
that  are  in  the  conference  report  that 


is  now  before  us  which  were  neither  in 
the  Senate  bill  nor  in  the  House  bill 
nor  known  or  approved  by  the  confer- 
ees prior  to  the  signing  of  the  confer- 
ence report.  That  letter  has  not  been 
responded  to  as  yet  by  the  Joint  Com- 
mittee on  Taxation. 

I  think  it  is  important  to  have  at 
least  some  knowledge  of  those  provi- 
sions which  have  been  inserted  in  the 
bill  which  are  entirely  new  matter 
before  we  proceed  to  vote  on  the  con- 
ference report.  My  belief  is  that  the 
joint  committee  could  furnish  us  a 
pretty  good  list  of  such  provisions  in  a 
period  of  about  5  or  6  hours. 

I  also  do  not  want  to  slow  down 
progress  in  debating  this  conference 
report.  That  is  not  my  intention.  But  I 
do  believe  that  it  is  reasonable  for  us 
to  have  identified  for  us  those  sections 
and  provisions  of  the  conference 
report  which  were  never  heard  of  or 
discussed  by  anybody  prior  to  the  sign- 
ing of  the  conference  report.  There- 
fore, it  is  my  hope  that  that  informa- 
tion will  be  made  available  prior  to  the 
time  that  we  vote. 

I  hope  that  the  chairman  of  the  Fi- 
nance Committee  or  the  majority 
leader  or  anyone  else  who  has  input 
with  the  Joint  Committee  on  Taxation 
could  communicate  with  the  staff  of 
the  joint  committee  and  make  that  in- 
formation available. 

The  PRESIDING  OFFICER.  Is 
there  further  discussion?  Hearing 
none,  the  request  of  the  majority 
leader  is  agreed  to.  The  report  will  be 
stated. 

The  legislative  clerk  read  as  follows: 

The  committee  of  conference  on  the  dis- 
agreeing votes  of  the  two  Houses  on  the 
amendment  of  the  Senate  to  the  bill  iH.R. 
3838)  to  reform  the  internal  revenue  laws  of 
the  United  States,  having  met.  after  full 
and  free  conference,  have  agreed  to  recom- 
mend and  do  recommend  to  their  respective 
Houses  this  report,  signed  by  a  majority  of 
the  conferees. 

The  PRESIDING  OFFICER.  With- 
out objection,  the  Senate  will  proceed 
to  the  consideration  of  the  conference 
report. 

(The  conference  report  is  printed  in 
the  Hou.se  proceedings  of  the  Record 
of  September  18,  1986.) 

Mr.  DOLE.  Mr.  President,  let  the 
Record  reflect  that  that  is  about  a  12- 
or  14-inch  document  there.  It  indicates 
that  there  is  some  justification  for 
what  the  two  Senators  were  saying. 

We  certainly  have  no  intention  to 
try  to  steamroll  this  through  the 
Senate  and  as  long  as  nobody  has  any 
objection  to  delay  or  to  rush  it.  it  is  all 
right.  Everybody  will  have  an  opportu- 
nity to  speak,  to  ask  questions.  The 
distinguished  chairman  is  here  and 
the  distinguished  ranking  member 
[Mr.  Long],  who,  I  might  say.  will  be 
participating  in  his  last  action  in  the 
Senate  on  a  major  tax  matter.  I  am 
certain  we  all  have  great  respect  and 
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will  continue  to  have  for  the  outstand- 
ing work  Senator  Long  has  done. 

I  am  pleased  we  are  on  the  confer- 
ence report. 

The  PRESIDING  OFFICER.  The 
Senator  from  Oregon. 

Mr.  PACKWOOD.  Mr.  President,  we 
are  now  going  to  start  the  debate  on 
the  conference  report  on  the  tax 
reform  bill.  It  is  the  conference  report 
that  the  House  passed  overwhelmingly 
yesterday.  I  want  to  make  a  procedur- 
al suggestion  first.  That  is  that  those 
who  want  to  speak  might  talk  either 
to  Senator  Long  or  to  me  so  we  can  get 
some  idea  of  how  long  Senators  wish 
to  speak  and  in  what  order.  I  know 
Senator  Danforth  wants  to  speak,  and 
I  suggest  we  alternate  between  Repub- 
licans and  Democrats. 

I  assume  Senator  Long  will  want  to 
speak  after  I  finish,  then  we  shall  go 
to  Senator  Danforth,  and  then  to 
whomever  wants  to  speak  on  the 
Democratic  side. 

I  want  to  refer  to  the  new  matter 
that  has  appeared  in  the  bill.  Senators 
Metzenbaum  and  Danforth  both  re- 
ferred to  additional  provisions  added 
to  the  bill  after  the  conferees  finished 
their  work  last  August. 

Most  of  the  matters  added  were  so- 
called  transition  rules.  Chairman  Ros- 
TENKOWSKI.  and  I  were  given  author- 
ity by  our  conferees  to  allocate  a  spe- 
cific sum  of  money  to  these  rules.  The 
reason  we  were  given  this  authority  is 
that  many,  many  cities,  counties. 
States,  businesses,  universities,  con- 
vention centers,  had  to  wait  until  the 
final  outcome  was  known  to  determine 
whether  they  would  need  a  transition 
rule.  A  transition  rule  is  simply  a 
bridge  from  the  old  law  to  the  new, 
easing  passage  from  one  to  the  other. 
Until  the  conferees  made  their  deci- 
sion on  the  substantive  portions  of  the 
bill,  the  need  for  transition  relief 
could  not  be  known.  Therefore,  this 
delegation  of  authority  was  necessary. 

At  Senator  Danforth's  request,  we 
added  the  Chrysler  St.  Louis,  Illinois 
and  Missouri  facilities  for  about  $78 
million;  bonds  for  Gannon  costing 
about  $4  million;  St.  Louis  Sewer  Dis- 
trict. $5  million;  St.  Charles  River- 
front. $4  million;  Monsanto  Chemical, 
$2  million;  Tobacco  Row  for  $8  mil- 
lion. 

I  could  go  on.  These  are  all  new  re- 
quests. 

Mr.  DANFORTH.  Mr.  President,  will 
the  Senator  yield? 

Mr.  PACKWOOD.  Yes. 

Mr.  DANFORTH.  All  those  specified 
transition  rules  were  known  by  the 
Members  of  Congress  before  the  bill 
was  passed. 

Mr.  PACKWOOD.  No,  these  are  new 
ones. 

Mr.  DANFORTH.  I  think  Members 
all  knew  them  before  the  bill  was 
passed. 
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Furthermore,  my  letter  to  the  staff 
of  the  Joint  Committee  on  Taxation 
asks  for  new  matters  other  than  tran- 
sition rules.  I  understand  that  some 
transition  rules  were  added,  but  in  ad- 
dition to  the  transition  rules  which  are 
new  matter,  there  were  substantive 
provisions  in  the  bill  which  were  un- 
known by  the  conferees  at  the  time 
the  bill  was  passed. 

What  I  asked  the  staff  of  the  joint 
committee  for  was  a  list  of  those  non- 
transition,  substantive  matters  that 
were  added  subsequent  to  the  time  of 
the  signing  of  the  conference  report 
by  the  conferees. 

Mr.  PACKWOOD.  I  apologize.  The 
Senator  is  correct.  However,  my  point 
was,  that  when  the  conference  was 
completed,  I  had  requests  from  94 
Senators  for  over  1.000  new  transition 
rules.  The  conferees  had  allocated 
about  a  billion  dollars  to  pay  for  the 
Senate  transition  rules  the  total  of 
which  would  have  cost,  as  best  we 
could  tell,  in  excess  of  $10  or  $15  bil- 
lion. We  quit  attempting  to  estimate 
their,  cost  after  a  while.  We  simply 
could  not  do  them  at  all. 

So  there  are  many,  many  transition 
rules.  The  Senator  from  Missouri  is 
also  correct  in  saying  that  there  are 
some  new  provisions.  Not  many  but 
some. 

Having  said  that,  let  me  go  back  and 
explain  to  the  Senate,  if  I  might,  how 
we  got  to  where  we  are,  what  process 
the  Senate  went  through,  what  proc- 
ess we  went  through  in  conference, 
and  why  some  of  the  things  that  the 
Senate  wanted  very  dearly  were  not 
obtained  and  why  some  of  the  things 
that  the  House  wanted  very  dearly 
were  not  obtained.  Then.  I  want  to  ex- 
plain what  the  bill  finally  does  and 
what  I  believe  the  bill  means  for  this 
country. 

First,  remember  the  process.  Shortly 
after  the  1984  Presidential  election, 
the  Treasury  Department  put  forth  a 
study  called  Treasury  I.  It  was  the 
first  proposal  for  tax  reform  to  come 
forth  in  this  process.  Now,  any  of  you 
who  listened  to  the  House  proceedings 
yesterday  could  not  help  but  be  moved 
by  Speaker  O'Neill's  comments,  espe- 
cially his  reference  to  the  1952  Demo- 
cratic platform  imploring  Congress  to 
move  forward  on  tax  reform.  I  do  not 
mean  to  suggest  that  Treasury  I, 
which  came  out  after  1984,  was  the 
first  tax  reform  proposal  we  have  ever 
had.  Senator  Bradley  from  New 
Jersey  has  been  advocating  tax  reform 
for  at  least  4  to  5  years  in  a  plan  called 
the  Bradley-Gephardt  plan.  Many  of 
his  suggestions  are  incorporated  in 
this  bill. 

But  for  purposes  of  my  comments 
now,  let  us  start  with  Treasury  I.  It 
was  issued  shortly  after  the  election  in 
1984.  It  had  some  immediate  support- 
ers. It  had  some  immediate  detractors. 
Several  month  later,  the  President  in- 


troduced his  bill.  Some  people  dubbed 
it  Treasury  II.  It  was  somewhat 
changed  from  Treasury  I  but  it  bore 
many  of  the  hallmarks  of  the  reforms 
that  were  in  Treasury  I. 

The  President's  bill  was  first  taken 
up  by  the  House.  Under  the  Constitu- 
tion, tax  bills  must  initiate  in  the 
House  of  Representatives;  they  cannot 
initiate  in  the  Senate.  We  in  the 
Senate  do  not  have  to  pass  a  tax  bill  if 
the  House  sends  us  one,  but  we  cannot 
pass  a  tax  bill  unless  they  first  pass  it. 

The  House  started  its  hearings  in 
the  spring  of  1985.  In  the  summer  of 
1985.  the  Senate  started  its  hearings. 
We  did  not  yet  have  a  bill  because  the 
House  was  not  to  act  until  November 
of  last  year.  But  between  Treasury  I, 
the  President's  proposal,  and  the  hear- 
ings that  the  House  was  having,  we 
had  a  reasonable  idea  as  to  what  a  tax 
reform  bill  might  accomplish.  We  cer- 
tainly had  an  idea  of  what  it  could  en- 
compass. 

So  last  summer  we  had.  as  I  recall,  a 
total  of  35  or  36  hearings  in  the  Fi- 
nance Committee.  Sometimes  they 
would  last  2  or  3  hours  a  day,  some- 
time they  would  last  7,  8,  9  hours  a 
day.  And  those  hearings  were  a  revela- 
tion to  me. 

One  of  the  privileges  of  my  life  has 
been  to  be  the  chairman  of  the  Fi- 
nance Committee.  But  one  of  the  re- 
sponsibilities that  comes  with  that 
privilege,  quite  often,  is  to  preside  at 
hearings  when  none  of  the  other  mem- 
bers are  there.  And  consequently,  with 
the  exception  of  perhaps  5  or  6  total 
hours,  I  was  present  at  all  35  or  36 
days  of  hearings  and  all  of  the  hours 
of  those  hearings. 

The  reason  the  hearings  were  a  most 
revealing  experience  was  because  of 
the  range  and  depth  of  the  witnesses 
who  appeared.  At  the  end  of  the  hear- 
ings I  asked  one  of  my  staff  to  get  me 
a  list  of  the  witnesses  and  the  groups 
that  they  represented.  I  did  not  re- 
read their  testimony.  I  was  interested 
to  discover  if  there  was  any  group  in 
America  that  had  not  been  represent- 
ed at  the  hearings. 

We  could  not  necessarily  have  every 
insurance  company,  but  we  could  have 
the  trade  association  that  represented 
insurance  companies;  we  could  not 
have  every  auto  manufacturer,  but  we 
could  have  the  trade  association  that 
represented  the  auto  manufacturers. 

When  I  finished  going  through  the 
list,  I  fully  realized  that  there  was  not 
a  social  or  economic  decision  made  in 
this  country  that  was  not  in  one  way 
or  another  influenced  by  the  Tax 
Code,  whether  it  is  giving  to  the 
church  or  your  college,  whether  it  was 
investing  in  real  estate  or  grocery 
stores,  or  whether  it  is  a  decision  to 
invest  in  equipment  for  your  factory. 
All  these  decisions  in  one  way  or  an- 
other are  influenced  by  the  Tax  Code. 
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I  came  to  the  conclusion  that  we 
were  attempting  desperately  to  over- 
regulate  the  country  through  the  Tax 
Code.  I  came  to  be  a  believer  in  the 
theories  that  Senator  Bradley  had 
put  forth  and  thought  that  we  should 
try  to  move  in  the  direction  he  pro- 
posed. Fortunately,  during  the  hear- 
ings. I  had  asked  many  of  the  wit- 
nesses how  low  they  thought  the  max- 
imum individual  rate  would  have  to  be 
before  they  would  not  care  too  much 
whether  or  not  they  lost  their  particu- 
lar deductions.  To  put  it  another  way. 
when  would  the  rate  be  low  enough  so 
that  whether  they  gave  to  charity  or 
whether  they  invested  in  equipment 
would  not  be  influenced  by  the  Tax 
Code. 

Now,  most  people  said,  as  far  as  the 
individual  rates  were  concerned,  in  the 
range  of  20  to  30  percent.  I  began  to 
wonder  whether  we  could  lower  indi- 
vidual rates  in  a  package  that  the  Fi- 
nance Committee,  followed  by  the 
Senate  and  Conference  Committee, 
could  support. 

In  the  fall  I  began  to  talk  with  the 
members  of  the  Finance  Committee 
one  at  a  time,  asking  them  what  they 
wanted  in  a  tax  bill.  This  is  where  I 
made  my  mistake.  I  underestimated 
their  response.  In  almost  every  case 
the  first  thing  that  Senators  would 
say  was  something  like  this:  "Wouldn't 
it  be  nice,  wouldn't  it  really  be  nice  if 
we  could  have  a  tax  reform  bill  that 
we  could  he  proud  of,  a  real  tax  reform 
bill,  one  that  closed  the  loopholes,  one 
that  took  some  of  the  poor  off  the  tax 
rolls,  a  real  tax  reform  bill.  I  guess  this 
isn't  the  time  for  it,  maybe  the  next 
Congress;  we  don't  seem  to  be  able  to 
move  fast  enough.  However.  I  would 
like  to  have  in  the  next  bill"— and  he 
would  list  A,  B,  C.  Most  of  the  A,  B. 
C's  were  needed  for  their  Slates— paro- 
chial interests.  There  is  nothing  wrong 
with  that.  If  a  Senator  does  not  watch 
out  for  his  State,  nobody  will.  Nobody 
need  be  ashamed  that  we  attempt  to 
defend  the  interests  of  our  States. 

After  having  talked  with  all  20  mem- 
bers, over  a  i>eriod  of  70  hours,  I  at- 
tempted to  draft  a  tax  bill  that  accom- 
modated all  of  their  interests.  It  was 
not  a  bad  bill.  It  had  some  good  things 
in  it.  It  had  a  good  minimum  tax  in  it. 
And  that  minimum  tax  would  subse- 
quently be  carried  forward  to  be  part 
of  this  conference  report  now.  It  was 
not  a  bad  tax  reform  bill,  but  it  was 
not  a  great  one,  either. 
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We  began  our  markup  in  March.  By 
this  time,  the  House  had  passed  its 
bill.  The  bill  had  been  reported  out  of 
committee  on  a  close,  controversial 
vote.  Most  Republicans  did  not  sup- 
port it. 

The  bill  could  possibly  have  died  in 
the  House  had  the  President  not  inter- 
vened. He  sent  a  letter  to  all  Republi- 
can    Members     indicating     that     he 


thought  the  bill  then  before  the 
House  was  a  bad  bill,  and  if  he  got  the 
bill  to  the  White  House  in  that  form, 
he  would  veto.  However,  he  urged  pas- 
sage of  the  bill  to  let  the  Senate  work 
on  it,  to  see  if  the  process  will  produce 
a  better  bill. 

The  President  deserves  credit,  be- 
cause the  bill  could  have  died  then. 
The  House  passed  the  bill,  and  it  came 
to  the  Senate. 

The  Finance  Committee  markup  did 
not  proceed  well.  The  committee  pro- 
gressively made  the  bill  worse  and 
worse  by  voting  to  add  loophole  after 
loophole,  until  finally  the  bill  was  so 
out  of  whack  in  terms  of  revenue  neu- 
trality, that,  as  best  I  can  estimate,  it 
was  $100  billion  negative  over  the  5 
years. 

Finally,  on  a  day  when  it  was  obvi- 
ous that  we  were  going  to  vote  another 
$20  billion  or  $30  billion  in  exemptions 
that  day,  I  exercised  the  prerogative 
of  the  chairman  and  took  the  bill 
down.  At  that  stage,  I  sat  down  with 
my  staff  and  said,  "Since  we  are  not 
making  any  progress  on  the  bill  before 
us,  let's  go  back  to  square  1  and  draft  a 
brand  new  bill  and,  for  better  or  for 
worse,  lets  make  it  a  real  tax  reform 
bill. "  I  remembered  that  6  months  ago, 
the  Members  had  said  they  want  a 
real  tax  reform  bill,  and  we  would  see 
if  they  would  accept  it. 

In  relatively  short  order,  not  more 
than  3  or  4  days  of  work,  the  outline 
of  the  bill  was  ready.  It  had  a  top  rate 
of  27  percent  for  individuals,  15-  per- 
cent minimum,  and  only  two  rates;  80 
percent  of  Americans  would  have  been 
within  the  15-percent  rate.  A  family  of 
four  people  would  have  to  earn  about 
$40,000  before  they  would  go  above 
the  15-percent  rate. 

The  bill  closed  most  loopholes  that 
allowed  people  to  escape  paying  taxes. 
The  bill  guaranteed  that  all  profit- 
making  corporations  would  have  to 
pay  taxes,  no  matter  what  their  ex- 
emptions, deductions,  privileges,  and 
loopholes  were. 

On  a  Thursday,  that  bill  was  put 
before  the  Finance  Committee,  and 
immediately  six  Members  came  to  me 
and  said  they  liked  the  concept  and 
they  wanted  to  work  on  it.  Those  col- 
leagues on  the  Democratic  side  were 
the  Senator  from  New  Jersey  [Mr. 
Bradley],  the  Senator  from  Maine 
[Mr.  Mitchell],  and  the  Senator  from 
New  York  [Mr.  Moynihan];  on  the  Re- 
publican side,  the  Senator  from  Mis- 
souri [Mr.  Danforth],  the  Senator 
from  Rhode  Island  [Mr.  Chafee],  and 
the  Senator  from  Wyoming  [Mr. 
Wallop]. 

Between  that  Thursday  and  a  week 
from  Tuesday,  12  days  later,  the  seven 
of  us  would  sit  and  hone  the  bill, 
change  it  slightly,  and  then  meet  with 
the  other  committee  members.  Lo  and 
behold,  12  days  later  the  bill  passed 
out  of  the  committee  by  a  vote  of  20  to 


zero,  and  subsequently  was  passed  on 
this  floor  by  a  vote  of  97  to  3. 

That  is  the  background  of  the 
Senate  bill.  That  bill  took  about  6  mil- 
lion working  people  off  the  tax  rolls.  I 
emphasize  "working  people."  These 
are  not  people  on  welfare.  People  on 
welfare  do  not  pay  taxes.  These  were 
people  making  $9,  $10,  $11,  or  $12,000 
a  year.  There  are  people  in  this  coun- 
try who  work  full  time  and  make  no 
more  than  that.  These  people  are  now 
on  the  tax  rolls.  They  had  not  been  on 
the  tax  rolls  at  one  time,  but  they  had 
been  gradually  inched  their  way  back 
on.  This  bill  takes  them  off  again. 

Most  of  these  taxpayers,  are  women, 
many  of  them  divorced,  with  children. 
They  are  trying  to  get  by  on  $10  or 
$11,000,  while  paying  $3,  $4,  or  $500  a 
year  in  Federal  income  tax.  It  is 
simply  not  fair. 

Second,  we  dramatically  lowered  the 
rates.  For  individuals,  the  top  rate  had 
been  50  percent.  We  lowered  it  to  27. 
For  corporations,  the  top  rate  had 
been  46  percent.  We  lowered  it  to  33 
percent. 

We  added  a  $2,000-personal  exemp- 
tion. Again,  this  is  a  tremendous  help 
for  families,  a  tremendous  help  for  the 
poor  a  family  of  four— a  man,  a 
woman,  and  two  children— the  bill  pro- 
vides $8,000  in  exemptions.  If  you  do 
not  itemize,  you  have  a  $5,000-stand- 
ard  reduction.  So  there  is  $13,000  in 
exemptions  before  you  pay  any  tax  at 
all. 

We  put  in  very  stiff  corporate  and 
individual  minimum  taxes.  To  put  it  in 
perspective,  so  that  you  can  under- 
stand how  dramatic  this  was,  the  cur- 
rent minimum  tax  that  is  in  the 
present  law— corporate— over  5  years 
raises  about  $2.5  billion.  The  one  in 
the  Finance  Committee  bill  raises 
about  $35.5  billion  over  2  years.  So  it 
was  an  extraordinary  minimum  tax, 
both  in  terms  of  the  quantity  of 
money  it  raised  and  the  fact  that  it 
was  impossible  to  avoid. 

On  the  individual  tax,  the  principal 
thing  we  did  was  severely  limit  the 
benefit  of  so-called  tax  shelters.  We 
did  this  through  our  passive  loss  provi- 
sion. Without  unduly  boring  the 
Senate,  let  me  call  them  paper  losses. 
That  is  not  really  an  accurate  term. 
But  what  very  wealthy  individuals 
would  do  is  invest  in  properties,  usual- 
ly real  estate  but  not  always,  that  gen- 
erated paper  losses.  They  would  offset 
the  paper  losses  against  their  regular 
income.  This  would  reduce  their  regu- 
lar income,  their  taxable  income,  down 
to  zero.  They  paid  no  taxes. 

Everyone  in  this  Chamber  has  gone 
home  and  had  this  question  put  to 
them.  These  are  people  making  $15  or 
$16,000  a  year.  "Senator,  I  don't  mind 
paying  my  fair  share,  but  why  don't 
they  pay  something?" 

The  "they"  are  the  corporations 
making  hundreds  of  millions  of  dollars 
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profit  and  paying  nothing,  and  individ- 
uals of  great  wealth  who  pay  nothing. 

Every  year,  the  story  is  printed  in 
the  papers— and  I  paraphrase— 844 
Americans  last  year  made  over  $1  mil- 
lion and  paid  no  taxes.  That,  justifi- 
ably, galls  the  average  taxpayer  who  is 
making  $15,000  a  year  and  paying 
$1,000  in  taxes.  This  bill  closes  those 
loopholes. 

Then,  Mr.  President,  we  tried  to 
equalize  the  taxes  among  different 
kinds  of  business.  We  did  not  totally 
succeed,  but  it  was  an  immense  step 
forward  from  the  present  law.  We 
wanted  people  to  invest  in  a  duplex  or 
a  grocery  store  because  the  investor 
thought  that  he  or  she  was  a  good 
property  manager  or  a  grocer,  not  be- 
cause the  Tax  Code  tilted  toward  the 
duplex  or  the  grocery  store. 
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We  did  not  achieve  perfect  equality 
among  all  kinds  of  businesses,  but  we 
came  a  lot  closer  than  where  we  are 
now. 

We  tried  to  equalize  the  taxation 
among  different  kinds  of  income, 
whether  that  income  is  capital  gains 
or  income  from  dividends  or  interest, 
or  income  earned  from  the  sweat  of 
your  brow  as  a  wage  earner  working  in 
the  factory.  We,  by  and  large, 
achieved  that. 

However,  in  order  to  do  that  and  in 
order  to  get  the  rates  down  very  low, 
we  did  not  just  close  what  most  people 
would  think  of  as  loopholes.  "Loop- 
holes" is  a  very  pejorative  term.  You 
think  of  loopholes  as  favoring  a  spe- 
cial interest  group,  normally  charac- 
terized in  editorial  cartoons  as  a 
rather  fat  fellow  wearing  a  vest  with 
dollar  signs  and  cash  coming  out  of  his 
pocket  who  represents  evil  big  busi- 
ness. Those  are  loopholes  in  the  pub- 
lic's mind. 

Every  single  witness  that  we  had 
before  the  committee  represented  a 
"special  interest  group. "  However, 
many,  many,  many  of  those  were 
groups  that  the  public  would  not 
think  of  as  evil.  How  about  the  Na- 
tional Council  of  Catholic  Charities? 
How  about  the  National  Collegiate 
Athletic  Association?  How  about  the 
Independent  Sector,  which  is  the  um- 
brella group  that  represents  most  of 
the  charities?  How  about  the  Ameri- 
can Association  of  University  Women? 

Most  people  do  not  think  of  these 
groups  as  evil  or  trying  to  do  in  the 
good  of  the  country.  They  are  perfect- 
ly legitimate,  decent  groups.  They  all 
had  an  interest  in  the  bill. 

In  order  to  get  the  rates  down  to  the 
level  we  sought,  27  percent  for  individ- 
uals, 33  percent  for  corporations,  we 
could  not  collect  enough  revenue 
merely  by  closing  what  most  people 
think  of  as  "loopholes."  The  loopholes 
are  investments  in  lamas,  the  cat- 
tlefeeding  operations,  and  the  build- 
ings that  have  no  tenants.  However, 


we  had  to  eliminate  a  lot  of  other  de- 
ductions. These  were  the  toughest 
votes  that  we  had  to  make  in  commit- 
tee and  the  toughest  votes  that  had  to 
be  made  on  the  floor. 

The  elimination  of  the  deduction  of 
the  sales  tax,  the  elimination  of  the 
deduction  of  what  we  call  above  the 
line  charitable  contributions— charita- 
ble contributions  made  by  people  who 
do  not  itemize  but  who  are  allowed  to 
deduct  a  charitable  contribution.  The 
elimination  of  the  IRA,  which  has 
been  substantially  restored  in  our  ne- 
gotiations with  the  House.  The  elimi- 
nation of  consumer  interest,  the  inter- 
est you  pay  when  you  finance  a  car  or 
borrow  on  your  insurance  policy. 
Those  are  all  eliminated  and  most 
people  would  not  think  of  those  as 
loopholes. 

Every  time  we  looked  at  one  of 
those,  whether  it  was  the  sales  tax  or 
consumer  interest,  or  IRA's  or  charita- 
ble contributions  above  the  line,  we 
gulped  twice  and  thought  to  ourselves, 
will  the  public  accept  this  bill  if  we  get 
rid  of  something  they  regard  not  as  a 
loophole  but  as  a  cherished  deduction 
in  exchange  for  the  lower  rates? 

But  we  went  ahead,  voted  it  out  of 
the  committee,  eliminating  many  of 
those  deductions  that  most  people 
would  regard  as  legitimate,  brought 
the  bill  to  the  floor,  and  it  passed.  It 
passed  97  to  3. 

The  conference  report  is  not  going 
to  pass  97  to  3.  Many  of  the  agree- 
ments made  with  the  House  in  the 
conference  have  upset  some  of  our 
Members. 

Bear  in  mind.  I  have  never  been  to  a 
conference  where  either  the  House  or 
the  Senate  wins  everything.  This  is  a 
bicameral  legislature,  and  the  two 
Houses  are  equal.  No  bill  ever  gets  to 
the  President  unless  the  House  and 
the  Senate  agree. 

I  have  been  here  close  to  18  years 
and  never  once  have  I  seen  a  genuine- 
ly controverted  conference  where 
either  the  House  or  Senate  won  every- 
thing after  passing  dramatically  dif- 
ferent bills. 

It  became  very  obvious  that  if  we 
were  going  to  get  a  bill,  the  House 
would  have  to  give  and  the  Senate 
would  have  to  give. 

Some  of  the  things  that  the  Senate 
conceded  in  conference  have  caused 
pain  to  some  Members  in  the  Senate, 
enough  to  cause  them  to  vote  against 
the  bill. 

So  again  I  want  to  reflect  upon  what 
it  is  we  wanted,  what  it  was  the  House 
wanted,  and  why  in  some  cases  we  won 
some  and  the  House  won  some. 

First,  bear  in  mind  that  the  House 
made  some  very  tough  votes  when 
they  passed  their  bill.  I  discovered 
that,  as  a  rule  of  thumb. 

If  the  particular  tough  vote  had 
been  made  in  the  House,  then  the 
House  was  very  concerned  about  pro- 
tecting that  decision.  The  House  had 


already  taken  the  heat,  the  special  in- 
terest groups  had  already  hit  them, 
and  they  had  already  stood  up  to  them 
and  said,  "No."  They  did  not  want  to 
give  up  to  the  Senate  because  they 
would  have  taken  all  the  heat  already. 
The  Senate  would  be  seen  as  saving 
the  special  interest  groups.  The  House 
would  get  no  thanks.  All  they  had 
done  is  irritate  a  bunch  of  people 
whom  they  voted  against. 

So  on  both  the  House  side  and  the 
Senate  side  it  was  my  experience  in 
the  conference,  the  Members  defended 
most  vehemently  the  provisions  they 
had  been  criticized  most  for. 

The  Senate  had  many  of  those  pro- 
visions as  well.  One  was  the  so-called 
passive  loss  rule.  The  House  had  no 
comparable  provision.  This  provision 
was  the  one  that  irritated  more  indi- 
vidual wealthy  people  in  the  country 
than  any  other  single  provision  irt  the 
bill.  This  provision  limits  the  paper 
losses  that  the  very  wealthy  use  to 
offset  their  other  real  income,  and 
thus  reduce  their  taxable  income  to 
zero.  We  knew  what  we  were  doing 
when  we  put  that  in  the  bill.  We  un- 
derstood it  would  make  some  of  the 
very  wealthiest  people  in  the  country 
pay  taxes  and  understandably  they 
were  not  going  to  like  it. 

The  people  affected  by  the  passive 
loss  rule  are  disproportionately  influ- 
ential in  their  communities.  These  are 
the  people  we,  as  Members  of  Con- 
gress hear  most  from.  When  we  closed 
that  loophole,  we  took  a  lot  of  flack  in 
the  Finance  Committee.  Once  we  took 
that  flack,  we  did  not  want  to  give  up 
the  provision  in  conference. 

The  same  is  true  for  the  very  tough 
corporate  minimum  tax.  This  mini- 
mum tax,  Mr.  President,  is,  I  think  in- 
escapable once  it  is  in  full  effect. 
There  will  not  be  a  profit-making  cor- 
poration in  the  country  that  can 
escape  taxation,  and  believe  me.  there  • 
are  lots  of  corporations  that  wanted 
out  from  under  this  provision. 

So  after  we  had  taken  the  flack 
here,  we  did  not  want  to  give  up  to  the 
House. 

The  House,  as  I  say,  had  made  some 
tough  decisions.  One  of  the  tough  de- 
cisions involved  changing  the  method 
used  to  compute  the  tax  on  pensions 
of  retired  Federal  employees.  Hence- 
forth, it  was  going  to  be  computed 
from  the  day  of  retirement.  The  Fed- 
eral employees  did  not  like  this. 

In  the  Senate,  our  provision  was  pro- 
spective. However,  the  House  having 
taken  the  heat  for  it,  did  not  want  to 
concede  when  it  got  to  conference. 
They  would  not  budge  a  day.  I  can  un- 
derstand why  they  were  so  adamant. 

Long-term  contracts  was  another 
controversial  issue.  This  involves  a 
method  of  accounting  used  by  defense 
and  other  contractors  that  have 
projects  that  run  a  long  time.  When 
you  are  building  a  dam,  you  do  not 
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build  a  daun  in  a  week.  When  you  are 
building  a  B-1  bomber,  you  do  not 
build  a  B-1  bomber  in  a  week,  and  if 
you  are  building  a  number  of  B-1 
bombers  the  process  goes  on  over  a 
long  period  of  time. 

The  House  dramatically  changed  the 
completed  method  of  accounting.  Most 
contractors  did  not  like  this  change. 
The  House  took  unmitigated  grief 
when  they  passed  the  provision.  Un- 
derstandably they  did  not  want  to 
loosen  it  very  much  when  it  came  to 
conference,  although  they  did  loosen 
from  where  their  position  had  been. 

The  same  is  true  for  banks.  The 
House  hit  the  banks  much  harder  ini- 
tially than  did  the  Senate. 
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As  a  matter  of  fact,  they  had  a  very 
controversial  vote  where  the  banks 
won  one  day  and  the  next  day  they 
lost.  Again  those  House  members  who 
took  the  grief  did  not  want  to  move 
from  their  provision. 

When  it  came  to  charitable  contribu- 
tions, the  issue  of  donation  of  appreci- 
ated property  became  an  interesting 
point  of  dispute  between  us.  Here  the 
administration  was  on  the  side  of  the 
House. 

Appreciated  property,  to  use  an  ex- 
ample, property  which  bought  for 
$100,000.  and  20  years  later  is  worth  $1 
million.  You  give  it  to  your  college. 
Under  current  law,  you  can  deduct  the 
entire  $1  million  as  a  charitable  contri- 
bution. You  can  arrange  your  affairs 
in  such  a  way  that  you  can  reduce 
your  taxable  income  to  zero. 

The  House  included  charitable  con- 
tributions of  appreciated  property  as  a 
preference  for  the  minimum  tax.  For 
mimimum  tax  purposes,  your  deduc- 
tion would  only  be  $100,000.  For  pur- 
poses of  the  regular  income  tax,  you 
could  still  take  the  $1  million  deduc- 
tion. 

The  House  would  not  give  up  on  this 
provision  either. 

So,  as  we  began  to  negotiate  with 
the  House,  they  gave  a  lot.  They 
agreed  to  start  with  the  Senates  low 
rates.  The  House  conferees  did  not  be- 
lieve that  the  conference  would  stick 
with  the  low  rates.  They  thought, 
when  we  were  really  raced  with  the 
tough  decisions,  that  the  pressure 
would  be  so  great  that  we  would  raise 
the  rates. 

However,  the  Senate  had  already 
fought  that  battle.  We  knew  we  had 
gone  through  it,  we  had  taken  the 
heat,  and  we  thought  we  had  to  take  it 
again. 

We  started,  by  and  large,  with  the 
Senate's  position  on  the  minimum  tax, 
and  stayed  there  throughout.  The 
closing  of  tax  shelters  through  the 
passive  loss  rule,  we  started  with  our 
position  and  pretty  much  stayed  there 
throughout. 

The  House  did  not  have  the  $2,000 
personal  exemption  for  everyone.  The 


Senate  did,  and  we  stayed  with  the 
Senate  position  throughout. 

With  only  a  few  exceptions,  we  stuck 
throughout  the  conference  with  deci- 
sions to  eliminate  the  things  that 
people  would  not  call  loopholes— con- 
sumer interest,  sales  tax,  capital  gains. 
The  House,  to  their  credit,  stuck  with 
us. 

On  the  issues  the  House  had  taken 
the  grief  for— the  retired  Federal  em- 
ployees, completed  contracts,  the  do- 
nation of  appreciated  property,  the 
banks,  property  and  casualty— by  and 
large  the  bill  reflects  those  tough  deci- 
sions made  by  the  House.  It  was  a  gen- 
uine compromise  in  the  best  sense  of 
the  word. 

Now,  we  come  to  the  so-called  transi- 
tion rules.  I  know  the  press  loves  to 
make  great  fun  of  these.  As  I  said  at 
the  start  of  my  comments,  transition 
rules  are  designed  to  ease  the  passage 
from  the  present  law  to  the  new  law. 
These  are  necessary  because  people 
had  relied  upon  the  law  as  it  was.  In 
those  cases,  they  deserved  a  transition. 

First,  the  chairman  of  the  Ways  and 
Means  Committee  and  I  set  down 
some  specific  guidelines  that  transi- 
tion rules  could  not  violate.  They 
could  not  be  exceptions  to  the  book 
income  provisions  of  the  corporate 
minimum  tax.  None  of  them  are.  They 
could  not  violate  the  passive  loss  provi- 
sions that  the  Senate  had  in  its  bill. 
None  of  them  do.  Had  we  started  to 
make  exceptions  to  the  corporate  min- 
imum tax  or  started  to  make  excep- 
tions to  the  so-called  passive  loss 
rules— there  would  have  been  no  end 
to  the  exceptions. 

On  the  very  last  night,  when  the 
chairman  of  the  Ways  and  Means 
Committee  and  I  were  negotiating  the 
last  settlement,  we  made  the  only  ex- 
ception to  the  passive  loss  rules.  It  was 
not  a  so-called  rifle  shot.  It  was  not 
one  project.  It  was  in  the  area  of  low- 
income  housing. 

The  reason  we  made  an  exception 
for  low-income  housing  was  that  in- 
vestment in  low-income  housing  is  dif- 
ferent than  investment  in  most  other 
kinds  of  real  estate.  Under  the  law 
today,  when  most  people  invest  in 
commercial  real  estate,  expect  the 
buildings  to  generate  cash  flow,  and  to 
appreciate  in  value.  Investors  get  tax 
deferral  and  capital  gains  on  sale. 

The  problem  with  low-income  hous- 
ing is  that  projects  usually  do  not  ap- 
preciate in  value.  In  addition,  many 
projects  do  not  generate  positive  cash 
flow.  So  that  the  principal  reason  for 
investing  in  low-income  housing  is 
solely  the  tax  losses. 

What  we  were  afraid  of,  if  we  did  not 
make  an  exception— the  only  one  in 
the  passive  loss  rules— for  low-income 
housing  is  that  investors  would  simply 
walk  away  from  the  property,  banks 
would  have  to  take  them  back,  and 
eventually  we  might  have  to  take 
them  back.  We  would  then  have  hun- 


dreds of  thousands  of  low-income  ten- 
ants on  our  hands,  and  we  would  be 
faced  with  either  appropriating  a 
great  amount  of  money  so  they  could 
continue  to  live  there  or,  worse,  throw- 
ing them  out,  converting  the  projects 
to  middle-  or  upper-income  projects. 
That  is  the  reason  that  exception  was 
made. 

There  were  four  or  five  other  basic 
principles  that  the  chairman  of  the 
Ways  and  Means  Committee  and  I 
agreed  the  transition  rules  must  not 
violate.  By  and  large,  the  transition 
rules  adhere  to  these  principles. 

There  are.  however,  about  380  tran- 
sitions, what  I  call  rifle  shot  transi- 
tions, that  are  in  the  conference  agree- 
ment that  were  not  in  the  Senate  bill 
and  were  not  in  the  House  bill. 

There  will  be  criticism,  I  know.  Who 
is  to  say  which  project  deserves  a  tran- 
sition. Those  are  subjective  judgments. 

It  would  be  foolish  of  me  to  say  that, 
on  occasion,  politics  did  not  enter 
those  judgments.  If  the  Speaker  of  the 
House  requested  from  the  chairman  of 
the  Ways  and  Means  Committee  a 
transition  rule,  my  hunch  is  that  the 
chairman  of  the  Ways  and  Means 
Committee  would  give  it  a  reasonably 
high  priority  in  his  thinking. 

If  Senator  Dole  requested  one  of 
me,  I  would  give  it  a  resonably  high 
priority  in  my  thinking. 

But,  Mr.  President,  as  honestly  as  we 
could,  we  tried  to  be  fair  ir\.the  transi- 
tions and  we  tried  to  make  sure  that 
they  did  not  violate  the  basic  tenets  of 
the  bill. 

D  1550 

To  put  that  in  perspective,  over  the 
next  5  years  the  Federal  Government 
will  collect  revenue  of  about  $5  tril- 
lion; trillion  dollars.  This  tax  bill  is  the 
most  dramatic  change  in  the  history 
of  the  Tax  Code. 

Mr.  President,  1  percent  of  $5  tril- 
lion is  $50  billion.  One-tenth  of  1  per- 
cent is  $5  billion.  The  transition  rules 
cost  approximately  $10  billion.  Put  in 
the  perspective  of  the  overall  bill,  the 
transition  rules  mean  so  very  little. 

After  the  conference  concluded. 
Chairman  Rostenkowski  and  I  allo- 
cated approximately  $3  billion  in  tran- 
sition rules. 

I  am  sure  we  made  mistakes.  I  am 
sure  we  made  some  technical  errors 
that  we  will  have  to  correct.  We  found 
one— literally— where  the  city  of  New 
Orleans  had  been  typed  in  instead  of 
Pensacola.  We  meant  Pensacola.  It 
came  out  New  Orleans. 

There  is  another  one  where  both  the 
House  and  the  Senate  conferees  had 
agreed  to  drop  out  a  particular  transi- 
tion. We  were  both  agreed.  When  the 
bill  came  out  it  was  in  there.  It  had 
not  been  dropped  out.  Those  are  tech- 
nical errors. 

Then  there  will  be  a  few  where  some 
Members  of  this  body,  and  the  press. 


will  want  h 
corrupt.  M 
Whether  ( 
KowsKi  an 
our  discret 
Member  wi 
pretty  muc 
the  Membi 
or  her  tr 
them— thej 
our  discret 
did  not,  we 
Now  we 
passed  thei 
bill.  The  c 


economic  c 
one  who  c; 
had  not  pa 
no  one  in  1 
whether  it 
have  helpi 
could  have 
with  50  ecc 
have  kno\ 
whether  th 

Mr.  Fel< 
Macon  say: 
sort  of  "N 
dad."  For  f. 
will  help,  t 
hurt.  I  beli 
me,  Mr.  Pr 
people  are 
solely  for  t 
their  inves 
crassly,  so 
making  m( 
better  for 
investment 
ceive  tax  1 
more  inves 
passes,  for 
paper  losse 
operations 
$10,000  sha 
money.  No 
kangaroos, 
greyhound. 

I  do  not 
President.  ' 
hound.  Yoi 
whole  hou] 
have  never 
lives. 

This  bill 
invest  in  th 
things  the 
money.  I  t 
going  to  in 
duplex  beci 
good  groci 
Tl^t  ought 

Mr.  Presi 
reason  for 
single  moti 
key  to  this 
that  this  is 
have  now.  1 
to  our  cons 
that  those 
no  tax  will 
are  going  fc 


UMI 


September  26,  1986 


CONGRESSIONAL  RECORD— SENATE 


26481 


will  want  to  focus  on  as  being  venal  or 
corrupt.  Mr.  President,  they  are  not. 
Whether  or  not  Chairman  Rosten- 
KowsKi  and  I  in  every  case  exercised 
our  discretion  in  the  way  a  particular 
Member  would  want  is,  I  think,  based 
pretty  much  upon  the  preferences  of 
the  Member.  If  that  Member  got  his 
or  her  transitions— or  the  bulk  of 
them— they  would  think  we  exercised 
our  discretion  appropriately.  If  they 
did  not,  we  were  venal  and  corrupt. 

Now  we  are  done.  The  House  has 
passed  their  bill.  The  Senate  passed  its 
bill.  The  conference  met.  We  agreed 
upon  one  bill  in  conference.  The 
House  passed  it  yesterday.  It  is  a  bill 
that  we  cannot  exactly  foretell  the 
economic  consequences  of.  There  is  no 
one  who  can  tell  you  for  sure.  If  we 
had  not  passed  this  bill  at  all,  there  is 
no  one  in  this  country  that  could  tell 
whether  the  present  Tax  Code  would 
have  helped  or  hurt  business.  We 
could  have  had  20  days  of  hearings 
with  50  economists,  and  we  would  not 
have  known  from  the  economists 
whether  the  bill  would  help  or  hurt. 

Mr.  Feldstein  says  it  hurt.  Mr. 
Macon  says  it  helps.  The  argument  is 
sort  of  "My  dad  can  beat  up  your 
dad."  For  every  economist  who  says  it 
will  help,  there  is  one  who  says  it  will 
hurt.  I  believe  it  will  help.  It  seems  to 
me,  Mr.  President,  that  if  henceforth, 
people  are  going  to  make  investments 
solely  for  the  purpose  of  a  return  on 
their  investment,  or  to  put  it  more 
crassly,  solely  for  the  purpose  of 
making  money,  that  is  going  to  be 
better  for  the  economy  than  making 
investments  in  the  hope  that  you  re- 
ceive tax  benefits.  There  will  be  no 
more  investments  made,  if  this  bill 
passes,  for  the  sake  of  generating 
paper  losses;  no  more  cattle  feeding 
operations  where  you  can  buy  a 
$10,000  share  which  is  designed  to  lose 
money.  No  more  investing  in  llamas, 
kangaroos,  or  syndicated  shares  of  a 
greyhound. 

I  do  not  know  if  you  know,  Mr. 
President.  You  can  buy  part  of  a  grey- 
hound. You  do  not  have  to  buy  the 
whole  hound.  This  is  for  people  who 
have  never  seen  a  dog  track  in  their 
lives. 

This  bill  will  encourage  people  to 
invest  in  things  that  they  know  about, 
things  they  think  they  will  make 
money.  I  think  at  last  the  person  is 
going  to  invest  in  the  grocery  store  or 
duplex  because  they  think  they  are  a 
good  grocer  or  property  manager. 
Th^t  ought  to  be  good  for  America. 

Mr.  President,  that  was  not  the  sole 
reason  for  this  bill.  If  there  was  any 
single  motivating  factor  that  was  the 
key  to  this  bill  passing  the  Senate,  it  is 
that  this  is  a  fairer  Tax  Code  than  we 
have  now.  Henceforth,  we  can  go  back 
to  our  constituents,  and  with  pride  say 
that  those  people  who  previously  paid 
no  tax  will  now  pay  something.  They 
are  going  to  pay  a  lot.  They  have  not 


paid  before.  But  they  are  going  to  pay 
now.  The  Jane  or  Joe  pulling  green 
chain  in  an  Oregon  mill  making 
$16,000  or  $17,000  and  paying  $800  or 
$900  in  taxes,  will  no  longer  have  to 
hear  the  stories  of  unfairness.  Those 
will  be  gone. 

Will  the  bill  work?  Will  it  make  the 
economy  grow  more  than  if  we  change 
the  Tax  Code,  No  one  knows.  But  as 
the  old  saying  goes,  Mr.  President,  no 
guts,  no  glory. 

The  way  we  were  going  was  wrong. 
It  was  unfair.  And  we  were  unjustifia- 
bly intruding  ourselves  in  every  deci- 
sion, economic,  philosophical,  person- 
al, and  charitable  that  people  were 
making. 

So  for  better  or  for  worse,  we  are 
going  to  try  a  new  road.  I  think  it  is 
worth  it.  I  hope  the  Senate  will  sup- 
port the  conference  report. 

Mr.  DANFORTH  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Missouri. 

Mr.  DANFORTH.  Mr.  President, 
does  the  Senator  from  Louisiana 
desire  to  talk  at  this  time,  the  ranking 
member?  I  would  be  happy  to  proceed. 

Mr.  LONG.  Mr.  President,  it  does 
not  make  much  difference  to  the  Sen- 
ator from  Louisiana.  Let  us  debate  it 
for  awhile.  I  invite  the  Senator  to  go 
ahead  and  make  his  speech. 

Mr.  DANFORTH.  I  thank  the  Sena- 
tor from  Louisiana. 

Mr.  President,  a  number  of  Senators 
have  asked  me  what  my  intention  is 
with  respect  to  debating  this  bill. 
People  have  asked  me  whether  I  am 
going  to  debate  it  at  length,  whether  I 
want  to  filibuster  the  bill,  and  the 
answer  to  that  question  is  no.  I  am  not 
going  to  filibuster.  I  do  not  have  any 
desire  to  prolong  the  consideration  of 
the  Senate.  I  did  have  a  preference 
that  we  wait  until  next  week  to  take 
the  bill  up  because  of  the  other  mat- 
ters that  I  have  to  deal  with.  But  I  was 
perfectly  willing  to  cooperate  with  the 
majority  leader  in  considering  the  bill 
today. 

I  am  not  going  to  filibuster  the  bill 
but  on  the  other  hand  I  do  believe 
that  the  bill  deserves  reasonable  con- 
sideration by  the  Senate.  The  bill,  as  is 
commonly  known,  was  agreed  to  by 
the  conference  committee  in  a  very 
summary  fashion.  We  did  not  have 
any  text  before  us.  We  had  broad  out- 
lines of  an  agreement  before  us,  and  a 
majority  of  the  conferees  signed  the 
papers. 

D  1600 

Subsequent  to  signing  the  papers, 
the  two  chairmen  negotiated  the  de- 
tails of  the  bill,  and  not  only  the  de- 
tails but  some  very  important  ele- 
ments of  the  bill,  and  not  just  the 
transition  rules,  either. 
(Mr.  McCLURE  assumed  the  chair.) 
Mr.  DANFORTH.  The  conference 
report  was  first  made  available  to  staff 


last  Friday,  and  it  is  quite  a  weighty 
document,  literally,  some  900-plus 
pages  of  text,  plus  several  hundred 
pages  of  report  language.  It  is  obvious 
that  this  conference  report  has  not 
been  gone  over  with  a  fine-tooth  comb. 

I  do  not  think  we  are  going  to  go 
over  it  with  a  fine-tooth  comb,  but  I 
do  not  think  we  should  have  the  bums 
rush  either. 

Senators  ask  me,  "What  is  your  in- 
tention?" My  intention  is  to  attempt 
to  describe  some  of  the  fundamentals 
of  the  bill  that  I  think  are  wrong.  I 
think  this  is  a  bad  piece  of  legislation, 
and  I  want  the  Senate  to  know  why  I 
think  it  is  a  bad  piece  of  legislation. 
Not  because  I  think  that  I  am  going  to 
win  this  vote.  I  do  not.  But  I  do  not 
think  that  we  should  make  decisions 
with  blinders  on.  I  do  not  think  we 
should  make  important  decisions  in  a 
cavalier  fashion.  As  everybody  under- 
stands, this  is  an  important  bill.  It  is  a 
revolutionary  tax  bill.  At  the  very 
least,  it  deserves  our  consideration  and 
reasonable  discussion  on  the  floor  of 
the  Senate. 

So  it  is  not  my  intention  to  filibus- 
ter; it  is  my  intention  to  describe  it 
and  discuss  it.  I  do  not  intend  to  be 
popping  up  over  and  over  again,  or 
slowing  down  Senators.  A  lot  of  people 
have  said  they  want  to  go,  that  they 
have  a  speech  to  make,  this,  that,  or 
the  other  thing,  and  I  do  not  want  to 
get  into  people's  hair. 

On  the  other  hand,  I  do  not  intend 
to  be  given  the  bum's  rush. 

So,  Mr.  President,  I  do  ask  unani- 
mous consent  that  the  remarks  I  have 
been  giving  and  am  continuing  to  give 
not  be  considered  a  speech  within  the 
two-speech  rule. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  DANFORTH.  Mr.  President,  let 
me  first  say  something  very  personal. 

Some  people  have  asked  me,  press 
people,  mainly.  "What  does  your  oppo- 
sition to  this  bill  do  with  relationship 
with  the  chairman,  Senator  Pack- 
wood?  What  does  your  strong  feeling, 
your  vocal  opposition  to  this  tax  bill, 
do  to  your  working  relationship  and 
your  personal  relationship  with  Chair- 
man Packwood?" 

I  am  going  to  answer  that  right  now 
from  my  standpoint. 

Bob  Packwood  has  been  a  personal 
friend  of  mine  since  well  before  I  was 
elected  to  the  U.S.  Senate.  Who  else 
but  Senator  Packwood  would  have 
gone  to  Ashland,  MO,  to  dedicate  a 
new  America,  no  less,  during  my  ill- 
fated  campaign  of  1970? 

During  the  past  almost  2  years  I 
have  watched  Bob  Packwood  operate 
as  chairman  of  the  Senate  Finance 
Committee.  He  had  very  big  shoes  to 
fill.  When  I  first  went  to  the  Finance 
Committee,  Senator  Long  was  our 
chairman,  a  legend  who  is  soon  to  be 
leaving  the  Senate.  One  of  the  great 
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experiences  of  serving  here  has  been 
to  serve  with  Russell  Long  on  the  Fi- 
nance Committee  and  also  on  the 
Commerce  Committee.  A  great  chair- 
man of  our  committee. 

He  was  succeeded  by  Bob  Dole,  also 
an  excellent  chairman  who  had  to 
move  through  the  Finance  Committee 
on  the  floor  of  this  Senate  and  confer- 
ence a  series  of  very  complicated  tax 
bills.  He  did  an  outstanding  job  in  his 
stewardship  of  our  committee. 

So  Bob  Packwood  had  very  large 
shoes  to  fill  when  he  became  chairman 
of  the  Senate  Finance  Committee. 

The  first  thing  of  real  consequence 
he  was  faced  with  was  a  demand  on 
the  part  of  the  administration  that  we 
address  tax  reform.  Senator  Packwood 
has  gone  through  the  chronology  of 
tax  reform  legislation,  what  led  up  to 
the  moment  we  are  at  today. 

There  were  many  times  when  it  was 
the  commonly  held  belief  that  there 
could  be  no  tax  bill,  that  it  was  dead. 

I  never  thought  it  was  dead.  One  of 
the  reasons  I  never  thought  it  was 
dead  is  because  of  my  respect  for  the 
ability  of  Senator  Packwood. 

Last  winter,  the  Finance  Committee 
went  on  a  retreat  to  West  Virginia.  It 
was  snowing.  We  sat  around  a  big 
table  and  we  talked  about  what  we 
were  going  to  do  in  tax  legislation.  At 
that  time  a  lot  of  people  thought 
there  was  no  chance  to  pass  the  bill. 
Bob  Packwood  persevered. 

Then,  as  our  chairman  pointed  out. 
the  bill  went  through  markup  in  the 
Finance  Committee  and  it  fell  on  hard 
times.  It  became  the  usual  tax  Christ- 
mas tree.  It  was  the  opposite  of 
reform.  People  thought,  'Well,  this  is 
dead.  This  is  going  nowhere.  This  is  a 
travesty." 

Senator  Packwood  did  the  boldest 
thing  I  have  ever  seen  done  in  the 
Senate:  he  took  that  bill  away  from 
the  Finance  Committee  and  then  sev- 
eral days  later  he  came  back  to  us  and 
said,  "What  do  you  think  about  a  pro- 
posal with  two  individual  rates,  15  per- 
cent and  27  percent,  and  a  33-percent 
corporate  rate?" 

That  bold  stroke  captured  the  imagi- 
nation of  committee  members. 

We  were  electrified  by  it.  With  all 
the  diverse  opinion  that  is  present  in 
our  committee,  we  went  to  work  on 
that  bill  and  we  reported  out  of  the  Fi- 
nance Committee,  by  a  unanimous 
vote,  this  revolutionary  tax  bill. 

Then  we  went  to  the  floor  of  the 
Senate  and  amendment  after  amend- 
ment was  offered,  and  amendment 
after  amendment  was  beaten  back  by 
Senator  Packwood. 

We  passed  the  bill  with  three  dis- 
senting votes. 

Then,  in  conference,  he  was  faced 
with  an  extraordinarily  difficult  situa- 
tion, which  I  will  describe  in  short 
order,  and  despite  this  extraordinarily 
difficult  situation,  he  managed  to  get 


a  majority  of  the  conferees  in  the 
Senate  to  go  along  with  the  bill. 

So  I  have  a  great  respect  for  our 
chairman,  and  I  want  to  make  that 
clear  at  the  outset. 

Mr.  President,  I  have  to  say  that  all 
along,  my  view  of  tax  reform  has  been 
mixed.  I  have  recognized  the  down 
side,  the  difficulties,  and  at  the  same 
time  I  have  aspired  with  our  chairman 
to  accomplish  true  tax  reform. 

When  the  House  passed  its  bill  the 
latter  part  of  1985,  I  examined  the 
House  bill  and  I  could  not  have  been 
more  critical. 

I  issued  a  statement  at  that  time 
which  said: 

The  House  bill  penalizes  savings  and  in- 
vestment and  stimulates  immediate  con- 
sumption. It  hinders  economic  growth  and 
risks  triggering  a  recession.  It  is  the  legisla- 
tive equivalent  of  reckless  driving. 

That  is  how  I  felt  about  the  tax  bill. 
All  along  it  has  been  my  own  belief 
that  the  closer  we  were  forced  to  come 
to  the  House  bill,  the  less  palatable 
the  product  became,  as  far  as  this  Sen- 
ator was  concerned. 

I  thought  the  House  bill  was  bad  for 
America. 

But  I  wanted  to  be  part  of  the  proc- 
ess. I  wanted  to  participate  in  true  tax 
reform.  I  was  impressed  by  the  bold 
stroke  of  our  chairman— excited  by 
it— and  so  I  joined  in  the  process.  As 
Chairman  Packwood  pointed  out, 
there  was  a  core  group,  and  we  met 
day  after  day.  We  met,  I  remember, 
one  Saturday  all  day  in  the  Finance 
Committee  room.  There  were  six  Sena- 
tors who  were  in  that  core  group,  and 
I  was  one  of  them.  Malcolm  Wallop 
was  another.  We  were  two  of  the 
strongest  supporters  of  the  chairman's 
tax  reform  initiative.  Gung  ho. 

We  supported  him  in  committee.  We 
cast  tough  votes  in  committee.  And  we 
came  out  on  the  floor  and  we  spoke 
for  his  tax  reform  initiative.  We 
helped  to  beat  back  amendments.  We 
cast  the  tough  votes,  and  we  spoke  out 
against  the  amendments  that  were  of- 
fered. 

Now,  Senator  Wallop  and  I,  both 
members  of  the  core  group,  find  our- 
selves among  the  very  strong  oppo- 
nents to  the  product  of  the  confer- 
ence. 

D  1610 

Because  as  the  conference  proceed- 
ed, the  bill  became  increasingly  objec- 
tionable, increasingly  difficult  as  far 
as  we  were  concerned. 

Some  people  say,  well,  is  this  just  a 
matter  of  pique  on  your  part?  Is  this 
just  because  some  of  your  Missouri 
concerns  were  not  taken  care  of?  My 
answer  to  that  is.  in  all  honesty,  no.  I 
went  into  this  whole  process  realizing 
that  particularly  the  completed  con- 
tract method  of  accounting  was  some- 
thing that  was  going  to  be  very,  very 
difficult  to  win  with.  I  have  had  this 
sort  of  mental  picture  in  my  mind  that 


when  I  pass  on  to  my  reward,  what- 
ever it  is,  I  am  greeted,  hopefully  at 
the  pearly  gates  by  St.  Peter,  and  he 
says  "What  did  you  do  with  your  life?" 
My  answer  is,  "Well,  I  spent  about  6 
months  of  it  trying  to  save  something 
called  the  completed  contract  method 
of  accounting." 

Thdt  was  always  difficult  and  I  real- 
ize that. 

I  think  that  at  the  end  of  the  confer- 
ence, I  was  clinging  to  the  process  de- 
spite reservations  about  the  economic 
consequences  because  I  thought  that 
when  I  jumped  ship,  all  of  my  baggage 
would  be  tossed  overboard  with  me.  So 
I  was  grabbing  on  to  the  railing,  but 
not  jumping.  But  I  have  to  say  that 
even  at  a  time  when  it  looked  very 
rosy  for  some  of  my  pet  projects,  I  was 
calling  up  economists.  I  was  asking 
them  their  views  and  I  was  voicing 
concern  about  where  we  were  heading. 
I  was  voicing  it  during  meetings  of 
conferees— meetings  of  Senate  confer- 
ees in  our  chairman's  office,  meetings 
between  the  Senate  and  the  House 
conferees  in  closed  session  here,  in  the 
Capitol  Building.  So  it  was  not  really  a 
matter  of  just  pique  on  my  part,  or 
spite  on  my  part. 

Well  before  some  of  my  concerns 
went  down  the  tube,  I  was  really  con- 
cerned about  the  course  of  the  bill.  I 
can  remember  at  a  meeting  with  the 
House  conferees  saying  that  if  this  bill 
went  much  further  in  the  direction 
that  it  was  heading,  I  was  going  to 
have  to  oppose  it  and  oppose  it  very, 
very  strongly. 

Mr.  President,  as  was  pointed  out  in 
the  morning  paper,  one  of  the  House 
Members  yesterday,  during  consider- 
ation of  the  bill  on  the  House  floor, 
said  that  this  is  a  matter  of  relative 
degrees  of  gray,  and  I  agree. 

No  tax  bill  is  entirely  good  and  no 
tax  bill  is  entirely  bad.  At  no  point  in 
this  process  did  we  have  a  bill  which  I 
believed  was  entirely  good  or  entirely 
bad.  The  conference  report  that  we 
have  before  us  has  some  very  good 
things  in  it.  All  along,  this  bill  has  had 
some  very  good  things  in  it.  This  bill 
takes  6  million  low-income  people  off 
the  tax  rolls.  That  is  good.  That  was 
an  objective  worth  pursuing  and  the 
bill  will  do  it. 

It  could  have  been  done,  incidental- 
ly, for  about  $2  billion.  Senator 
Mitchell  and  I  for  some  time  had 
been  working  on  a  bill  to  remove  low- 
income  people  from  the  tax  rolls.  It 
could  be  done  for  about  $2  billion.  But 
it  is  done  in  this  bill  and  that  is  good. 

The  bill  reduces  rates,  both  individ- 
ual rates  and  corporate  rates,  and  who 
can  object  to  that?  Obviously,  if  we 
can  do  it  and  do  it  responsibly,  every- 
body wants  rates  reduced.  That  is 
good.  And  that  is  something  that  was 
done  in  this  bill:  We  reduced  rates. 

We  expanded  the  earned  income  tax 
credit.  The  earned  income  tax  credit  is 
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our  way  iji  the  Internal  Revenue  Code 
of  offsetting  Social  Security  tax  pay- 
ments for  low-income  wage  earners. 
We  expanded  the  earned  income  tax 
credit.  That  is  good.  That  is  something 
we  did  in  this  bill.  This  bill  is  not  all 
that  dear.  It  has  good  aspects  in  it  as 
well  as  bad. 

We  ended  a  lot  of  tax  shelters.  Sena- 
tor Packwood,  in  his  description  of 
the  bill,  has  gone  into  this  in  at  some 
length.  It  is  absolutely  true  that  the 
current  state  of  the  Internal  Revenue 
Code  is  a  mess.  It  is  perfectly  ridicu- 
lous that  in  our  Tax  Code  we  are  pro- 
viding incentives  for  people  to  get  into 
things  that  they  really  should  not  be 
in.  Why,  for  example,  when  our 
famers  are  producing  half  again  more 
than  the  American  people  can  con- 
sume, do  we  want  to  have  tax  incen- 
tives to  put  dentists  and  doctors  into 
the  business  of  farming?  It  does  not 
make  any  sense  and  the  bill  does  deal 
with  the  problem  of  shelters.  I  think 
that  it  deals  with  them  effectively  and 
that  is  good. 

The  bill  provides  for  pension  re- 
forms, new  pension  rules  with  respect 
to  vesting  and  integration  and  nondis- 
crimination. Most  people  who  are  stu- 
dents of  pension  law,  tax  law  relating 
to  pensions,  believe  that  these  are  sig- 
nificant reforms  that  are  found  in  this 
bill.  That  is  good  that  we  reformed  the 
pension  system. 

We  have  a  new  concept  of  minimum 
taxes.  As  our  chairman  pointed  out,  all 
the  time  we  are  hearing  from  our  con- 
stituents, how  can  it  be  that  somebody 
with  $1  million  income  does  not  pay 
any  taxes?  All  of  us  believed  all  along 
that  there  should  be  some  attempt  to 
fashion  a  meaningful  minimum  tax  so 
that  wealthy  people  cannot  exploit 
loopholes  and  escape  taxes  altogether, 
so  you  no  longer  see  people  who  wear 
buttons  that  say,  "I  paid  more  taxes 
than  General  Electric."  Our  code  cries 
out  right  now  for  reform  by  way  of 
both  corporate  and  individual  mini- 
mum taxes  and  we  do  it  in  this  bill. 
And  that  is  good.  So  there  are  good 
things  that  are  accomplished  in  this 
tax  bill  and  they  were  always  in  the 
tax  bill. 

The  question  in  this  Senator's  mind 
has  always  been,  what  would  I  be  will- 
ing to  pay  for  these  reforms?  What 
should  we  as  a  country  pay  to  accom- 
plish the  tax  reforms  that  are  good? 
What  things  should  we  do  to  the  bill, 
to  the  tax  law,  as  tradeoffs  for  the  re- 
forms that  are  not  too  dear  a  price  to 
pay  for  what  we  are  attempting  to  ac- 
complish? 

Above  all  what  risks  to  the  economy 
are  we  willing  to  incur  in  the  process 
of  providing  America  with  tax  re- 
forms? 

I  was  willing  to  pay  a  lot  to  accom- 
plish tax  reform.  When  I  signed  on  to 
the  chairman's  process  and  when  I 
became  a  member  of  the  core  group 
and  when  I  supported  the  Senate  bill 


on  the  floor  last  summer,  I  was  willing 
to  pay  a  lot  for  tax  reform.  I  was  will- 
ing to  agree  to  things  that  were  truly 
obnoxious  to  me  that  were  in  the 
Senate  bill  because  I  thought  that 
these  were  prices  that,  while  tough 
and  stiff  and  expensive,  could  be  paid. 

D  1620 

I  was  willing  to  raise  taxes  on  corpo- 
rations, not  in  some  trivial  amount  but 
by  by  $100  billion,  which  is  what  we 
thought  we  were  doing  when  we  were 
on  the  floor  of  the  Senate.  I  was  will- 
ing to  agree  to  that  as  part  of  a  com- 
prehensive tax  reform  bill.  I  was  will- 
ing to  repeal  the  investment  tax 
credit.  I  really  do  not  want  to  repeal 
the  investment  tax  credit  to  be  per- 
fectly honest,  but  I  was  willing  to  ante 
that  up,  to  chip  it  in  as  part  of  a  total 
process  of  accomplishing  tax  reform. 

I  was  willing  to  do  something  which 
to  me— and  I  am  going  to  be  speaking 
about  this  in  a  little  bit— has  always 
been  most  unfair,  but  we  had  to  do  it, 
I  thought,  in  order  to  provide  enough 
revenue  to  pay  for  the  bill,  and  that  is 
to  make  the  tax  shelter  reform,  the 
ending  of  tax  shelters,  retroactive.  I 
was  willing  to  hold  my  nose  and  do 
that  as  part  of  a  tax  reform  bill. 

But  the  question  in  my  own  mind 
has  always  been  how  much  am  I  will- 
ing to  divvy  up,  how  much  should  we 
ante  in,  how  high  should  the  price  be 
for  the  kind  of  low  rates  that  our 
chairman  conceived  of  last  spring. 

What  happened.  Mr.  President,  as 
we  proceeded  in  the  conference,  was 
that  the  price  became  higher  and 
higher  and  higher,  and  we  had  to  keep 
ponying  up  more  and  more  and  more 
to  meet  the  demands  of  the  bill.  We 
had  two  problems.  One  probably  was 
the  House  of  Representatives.  That 
was  not  so  bad  because  it  is  always 
true  that  in  any  tax  conference  there 
are  compromises,  and  you  have  to 
meet  them  somewhere  halfway.  And 
the  House  did  have  a  different  philo- 
sophical position  in  its  bill,  especially 
with  respect  to  what  it  was  prepared 
to  do  to  business,  than  we  have  in  the 
Senate.  But  we  all  understand  that 
you  go  to  conference  and  you  cannot 
get  your  way. 

But  there  was  another  wrinkle  in 
this,  and  this  is  where  really,  in  my 
opinion,  came  the  cropper  in  the  con- 
ference. We  found  that  we  had  to  keep 
throwing  more  and  more  revenue  into 
the  bill  to  attain  the  principle  of  reve- 
nue neutrality.  We  agreed  in  the 
Senate,  the  House  agreed,  everybody 
agreed  that  the  bill  had  to  be  revenue 
neutral.  There  was  no  question  about 
revenue  neutrality.  But  what  we  found 
out  when  we  went  into  conference  was 
that  we  had  to  keep  dumping  more 
and  more  revenue  into  the  bill  to  get 
to  revenue  neutrality.  We  thought  we 
had  accomplished  revenue  neutrality 
in  the  Senate.  We  had  not  even  come 
close.  No  sooner  had  the  bill  left  the 


Senate  floor  than  the  Joint  Commit- 
tee on  Taxation  began  redoing  their 
revenue  estimates  and  finding  us  more 
and  more  short  in  the  revenue  that  we 
thought  we  were  producing  in  the 
Senate,  so  that  in  addition  to  attempt- 
ing to  catch  up  with  the  House  in  its 
demands  on  a  philosophical  basis  to 
change  what  we  did,  we  had  to  pour  in 
revenue.  And  this  became,  Mr.  Presi- 
dent, an  almost  frantic  effort  on  the 
part  of  the  Senate  conferees. 

It  was  not  that  we  could  find  it  in 
one  big  pocket  or  another  big  pocket. 
Mostly  what  we  did  was  to  go  through 
long  lists  of  things  that  produced  a 
few  hundred  million  here  and  a  few- 
hundred  million  there.  The  biggest 
thing  we  did  in  the  aggregate  was  to 
increase  taxes  on  corporations.  A  lot 
of  people  will  say,  •Well,  that  is  all 
right;  corporations  do  not  vote." 

But  it  is  also  said  that  corporations 
do  not  pay  taxes,  that  people  pay 
taxes,  and  that  what  we  do  in  increas- 
ing the  burden  on  corporations  is  to 
hurt  people  by  either  increasing  their 
prices  or  throwing  them  out  of  work. 
Mainly  what  we  did  in  the  process  of 
the  conference  was  to  find  money, 
large  amounts  of  money,  by  increas- 
ingly upping  the  tax  bill  on  corpora- 
tions. 

By  my  reckoning,  a  minimum  of  $37 
billion  in  additional  corporate  'tax 
burden  was  added  during  the  confer- 
ence over  the  5-year  period  of  the  bilh 
It  was,  indeed,  a  frantic  process  by 
those  of  us  who  were  conferees.  We 
raised  an  additional  $13  billion  from 
depreciation  by  lengthening  useful 
lives.  We  moved  depreciation  on  re- 
search and  development  equipment 
for  a  3-year  life  to  a  5-year  life.  We 
made  the  R&D  tax  credit  20  percent 
instead  of  25  percent,  which  it  is  under 
current  law.  We  agreed  to  eliminate  in 
full  the  deductibly  of  State  and  local 
taxes.  We  added  endlessly  to  account- 
ing changes,  nickeling  and  diming 
them  over  and  over  again,  changing 
accounting  rules.  We  eliminated  corpo- 
rate capital  gains.  We  raised  to  uncon- 
scionable levels  the  tax  burden  on 
Americans  doing  business  abroad.  We 
enacted  a  whole  series  of  provisions  to 
nail  our  colleges  and  universities.  We 
went  through  an  almost  inexhaustible 
list  of  other  changes,  and  finally  at 
the  very  end,  we  were  forced  to  do 
something  that  we,  in  the  Senate 
promised  we  would  never  do,  and  that 
is  to  increase  the  rates  from  27  to  28 
percent  for  individuals  and  from  33 
percent  to  34  percent  for  corporations. 

That  was  grudging,  because.  Mr. 
President,  the  whole  nature  of  this  bill 
right  from  the  outset  has  been  that 
we,  in  the  Congress,  have  become— and 
myself  included— intoxicated  by  low 
rates.  We  have  been  willing  to  do  any- 
thing to  accomplish  low  rates.  We 
were  willing  to  dump  more  and  more 
taxes  on  our  industrial  sector,  on  re- 
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search  and  development,  on  education 
in  order  to  placate  this  god  that  we 
had  formed  of  low  rates. 

And  so  as  we  proceeded  through  this 
process  of  coming  up  with  more  and 
more  revenue  in  the  bill,  some  Sena- 
tors in  the  core  group  defected.  I  was 
one  of  them. 

Now,  Mr.  President,  I  suppose  every- 
body in  the  Senate  has  his  or  her  basic 
standard  of  what  makes  for  a  good  tax 
bill.  Some  people  say  that  the  basic 
criterion  should  be  fairness.  Some 
people  say  that  the  basic  criterion 
should  be  low  rates.  My  test  of  a  good 
tax  bill  has  always  been  the  same.  My 
test  has  always  been,  what  would  the 
bill  do  for  the  economy  of  our  coun- 
try? How  will  the  bill  affect  the  Ameri- 
can economy? 

D  1630 

It  is  of  little  value  to  our  constitu- 
ents to  tell  them  that  we  have  cut 
their  rates  but  that  the  economy  in 
which  they  have  to  live  is  going  to  be 
worse,  because  no  reduction  in  tax 
rates  compensates  for  the  loss  of  a  job. 

It  has  always  been  my  view  that  the 
test  to  be  applied  to  tax  legislation 
should  not  be  what  the  rates  are  or 
even  fairness,  as  important  as  that  is, 
but,  rather,  that  the  basic  test,  the 
most  important  test,  should  be  what 
the  bill  does  to  or  for  the  economy. 

It  is  my  belief  that  the  bill  that  is 
now  before  us,  the  conference  report 
that  is  now  before  us,  is  a  serious  blow 
to  the  economy  of  the  United  States, 
that  it  will  have  profound  repercus- 
sions, that  it  will  exacerbate  other 
flaws  that  we  have  in  the  economy, 
and  that  it  will  lead  America  not  in 
the  direction  of  greater  strength  but 
of  greater  weakness. 

Let  me  spell  out  what  I  mean. 

Mr.  President,  this  Senator— and  I 
think  most  Senators— has  always  be- 
lieved that  the  No.  1  economic  issue 
that  is  before  our  Government  right 
now  is  not  tax  reform.  The  No.  1  eco- 
nomic issue  before  us  is  the  deficit  in 
the  Federal  budget.  There  is  a  differ- 
ence of  opinion  on  that. 

Our  President  has  said  many  times 
that  he  believes  that  there  should  be 
two  priorities,  there  should  be  two 
items  on  the  front  burner.  The  budget 
deficit  is  one  thing,  and  tax  reform  is 
another  thing.  Our  President  has  said 
that  both  priorities  can  exist  equally.  I 
have  never  believed  that,  and  I  do  not 
think  most  Senators  believe  that.  My 
view  has  been  that  the  meaning  of  the 
word  "priority"  is  "one."  and  that 
there  can  be  only  one  priority;  and 
that  tax  reform,  even  perfect  tax 
reform,  does  not  even  come  close  to 
the  budget  deficit,  which  is  the  real 
priority  before  America. 

Mr.  President,  the  very  best  that  can 
be  said  for  this  tax  bill  with  respect  to 
the  budget  deficit  is  that  for  about  6 
months   or   so,    it   has   succeeded   in 


pushing    the    budget     to    the    back 
burner. 

I  remember  sometime  this  summer, 
right  when  we,  in  Congress,  were  in 
the  midst  of  fighting  the  battle  of  the 
tax  bill,  reading  in  a  newspaper  that 
our  leader.  Senator  Dole,  had  said 
that  from  what  he  saw  of  the  public 
attitude,  the  budget  deficit  had  been 
pushed  onto  the  back  burner,  that  it 
had  been  receding  in  the  public  atten- 
tion, that  it  had  gone  beyond  the 
other  side  of  the  horizon.  I  think  that 
was  an  accurate  perception  on  the 
part  of  our  leader. 

The  budget  deficit  has  played  second 
fiddle  to  tax  reform.  Frankly,  we  al- 
ready have  been  distracted  even  from 
doing  the  job  that  we  promised  when 
we  passed  Gramm-Rudman-Hollings. 
Remember,  when  we  passed  Gramm- 
Rudman-Hollings.  we  promised  to  put 
the  country  on  a  path  toward  a  bal- 
anced budget  by  1991  and  we  promised 
that  we  would  have  a  $144  billion  defi- 
cit in  1987.  Well,  we  have  changed  our 
mind  on  that.  The  target  now  is  not 
$144  billion.  We  have  enlarged  the 
target  to  $154  billion.  We  have  used 
the  cushion  that  was  created  to  meet 
the  exigencies  of  changing  economic 
forecasts.  We  have  used  the  outer  rim 
to  become  the  bulls-eye  itself. 

The  process  we  are  going  through 
right  now  in  reconciliation  is  hardly  a 
reform  of  our  budget  policy.  We  are 
selling  assets,  and  we  are  calling  that 
meeting  Gramm-Rudman.  In  any 
event.  I  do  not  think  we  have  done  a 
very  good  job  on  Gramm-Rudman. 
and  I  do  not  think  we  have  done  a 
very  good  job  on  the  budget.  I  think  it 
was  a  mistake  to  view  tax  reform 
something  of  equal  significance  to  the 
budget  deficit. 

That  is  the  best  that  can  be  said 
about  the  bill  with  respect  to  the  defi- 
cit—that it  distracted  us  from  the 
bigger  question  of  the  deficit.  But  I 
think  it  did  worse  than  that.  I  believe 
that  this  bill,  in  and  of  itself,  is  going 
to  make  the  deficit  much  larger  than 
it  would  be  if  we  did  not  pass  the  bill. 

For  one  thing,  Mr.  President,  we 
really  do  not  know  the  revenue  conse- 
quences of  this  tax  legislation.  We 
have  no  idea.  Revenue  estimates  are 
such  an  inexact  art  that  we  really  do 
not  know  what  we  are  doing.  We  say 
that  we  guess  this  is  going  to  be  reve- 
nue neutral,  but  we  really  do  not  know 
whether  this  bill  is  revenue  neutral  or 
not. 

During  about  2  or  3  weeks,  as  we  are 
proceeding  in  conference,  revenue  esti- 
mates shifted  by  $20  billion. 

I  can  remember  that  poignant 
moment  just  before  the  conference 
was  completed.  1  day  before  the  con- 
ference was  completed,  when  Chair- 
man Packwood  went  out  and  saw  the 
press  and  said  that  he  could  have  cried 
at  the  changing  revenue  estimates 
from  the  Joint  Committee  on  Tax- 
ation. He  was  very  candid  and  very 


open,  as  he  always  is.  when  he  said  on 
the  "Today  Show"  a  week  or  so  ago: 

I  hope  the  bill  is  revenue  neutral.  We  have 
done  everything  we  can  to  write  it  so  that  it 
will  be  revenue  neutral.  But.  very  frankly, 
when  you  are  talking  about  a  bill  that  goes 
over  5  years,  and  we're  going  to  be  collecting 
roughly  $4.7  trillion  over  that  time,  you 
could  hope  it  is  neutral.  Nobody  can  be  ab- 
solutely sure. 

That  is  a  very  candid  comment,  and 
it  is  true.  We  cannot  be  sure.  We  do 
not  know  what  this  is  going  to  do  to 
our  budget  deficit  as  contrasted  with 
current  law.  It  is  a  guess;  it  is  a  gamble 
with  the  deficit.  We  are  guessing  that 
the  figures  are  right,  but  they  may  not 
be. 

n  1640 

Mr.  President,  let  us  assume  for  the 
moment  that  they  are  right;  let  us 
assume  that  the  Joint  Committee  on 
Taxation  is  accurate  and  that  they 
were  going  to  hit  our  revenue  projec- 
tions on  the  button.  What  would  that 
mean  for  our  battle  to  move  the  Fed- 
eral deficit  toward  balance?  What 
would  it  mean  for  the  future  of 
Gramm-Rudman-Hollings?  Already 
next  year  we  will  have  a  $154  billion 
deficit  and  already  we  have  said  that 
we  are  going  to  go  from  $154  billion  to 
$108  billion  deficit  in  1988. 

And  we  have  further  said  that  not 
only  are  we  going  to  do  that,  not  only 
are  we  going  to  get  down  to  the  $108 
billion,  but  in  the  process  we  are  also 
going  to  come  up  with  $17  billion 
somewhere  that  is  going  to  fill  in  the 
gap  created  by  the  revenue  shortfall 
that  our  estimators  tell  us  will  exist  in 
1988. 

Mr.  President,  how  are  we  going  to 
hit  the  target  of  $108  billion  when  hit- 
ting that  target  means  that  in  addition 
to  getting  to  $108  billion  we  are  going 
to  have  to  come  up  with  $17  billion  be- 
cause of  the  programmed  revenue 
shortfall  in  this  tax  bill? 

My  answer  to  that  is  we  cannot 
make  it,  and  my  answer  is  that  if  we 
pass  this  bill— and  we  will  pass  this 
bill,  let  us  face  it— Gramm-Rudman- 
Hollings  will  have  a  life  of  1  year.  It 
was  partially  successful  for  1  year.  It 
did  not  get  us  to  $144  billion.  At  least 
it  got  us  to  $154  billion,  but,  Mr.  Presi- 
dent, there  is  not  the  slightest  chance 
in  the  world  that  if  we  pass  this  bill  we 
can  get  anywhere  within  shouting  dis- 
tance of  $108  billion  deficit  in  1988. 
There  is  zero  chance  of  that. 

The  Gramm-Rudman-Hollings  proc- 
ess lasted  1  year  and  that  is  it,  and 
somehow  we  are  going  to  have  to  find 
some  way  to  wiggle  out  of  it.  Maybe 
we  will  wiggle  out  of  it.  In  any  event,  if 
we  did  not  pass  the  bill,  surely  the 
extra  load  of  $17  billion  in  revenue 
shortfall  will  make  it  absolutely  im- 
possible to  follow  through  with 
Gramm-Rudman-Hollings  in  1988.  Let 
us  say  that  now  and  realize  that  in  the 
vote  that  we  will  take  on  this  confer- 


UMI 


September  26,  1986 


CONGRESSIONAL  RECORD— SENATE 


26485 


he  said  on 
r  so  ago: 
ral.  We  have 
:  it  so  that  it 
■ery  franlcly. 
lill  that  goes 
be  collecting 
,t  time,  you 
y  can  be  ab- 

iment,  and 
are.  We  do 
ig  to  do  to 
asted  with 
is  a  gamble 
essing  that 
ey  may  not 


me  for  the 
?ht;  let  us 
nmittee  on 

that  they 
nue  projec- 
would  that 
/e  the  Fed- 
ice?    What 

future    of 

Already 

il54  billion 

e  said  that 

A  billion  to 


we  cannot 
.  that  if  we 
1  pass  this 
m-Rudman- 
f  1  year.  It 
r  1  year.  It 
on.  At  least 
;,  Mr.  Presi- 
test  chance 

this  bill  we 
louting  dis- 
2it  in  1988. 
t. 

llings  proc- 
t  is  it,  and 
lave  to  find 
f  it.  Maybe 
my  event,  if 

surely  the 

in  revenue 
lolutely  im- 
3ugh  with 
in  1988.  Let 

that  in  the 
this  confer- 


ence report  we  are  voting  to  kill 
Gramm-Rudman-Hollings. 

Now,  I  have  said  there  is  a  $17-bil- 
lion  shortfall  if  the  revenue  projec- 
tions are  correct.  They  are  not  going 
to  be  correct.  They  are  not  going  to  be 
correct  and  I  want  to  tell  the  Senate  a 
few  reasons  why  they  are  not  going  to 
be  correct. 

First,  this  is  something  that  we  have 
gone  round  and  round  on  in  the  Fi- 
nance Committee  forever.  Should  rev- 
enue estimates  be  static  or  should 
they  be  dynamic?  The  figures  that  we 
always  get  from  revenue  estimators 
are  static  figures.  They  assume  no 
change  in  economic  behavior  as  a 
result  of  changes  in  tax  legislation. 

The  projections  of  revenue  neutrali- 
ty that  we  are  working  under  are 
static  projections.  They  do  not  antici- 
pate any  downturn  in  the  economy.  If 
there  is  a  downturn  in  the  economy, 
particularly  one  created  by,  for  exam- 
ple, repealing  the  investment  tax 
credit,  we  are  going  to  be  losing  reve- 
nues because  our  economy  is  going  to 
be  doing  worse. 

So,  Mr.  President,  Roger  Brinner  of 
Data  Resources,  Inc.,  tells  us  that  he 
estimates  that  in  1987  our  Federal 
Treasury  will  be  bringing  in  $21  billion 
less  revenue  than  that  projected  by 
the  Joint  Committee  on  Taxation  be- 
cause of  the  economic  consequences  of 
this  tax  bill. 

Then  Roger  Brinner  tells  us  that  in 
1988  the  tax  bill  will  create  a  revenue 
shortfall  from  current  law  of  $25  bil- 
lion and  in  1989  the  figure  is  $16  bil- 
lion. Who  knows  if  that  is  right?  But 
the  fact  of  the  matter  is  that  he  is  at 
least  working  into  his  calculations  an 
anticipation  of  some  readjustment  of 
the  economy.  You  cannot  pass  this 
revolutionary  tax  bill  without  econom- 
ic fallout  and  that  kind  of  fallout  is 
what  is  being  predicted  by  Roger  Brin- 
ner of  Data  Resources. 

So  the  static  versus  dynamic  esti- 
mates are  one  reason  why  this  bill  is 
not  going  to  be  revenue  neutral.  An- 
other reason  is  that  the  revenue  as- 
sumptions in  the  bill  are  hopelessly 
unrealistic  and  let  me  give  a  couple  of 
examples  of  why  I  think  they  are 
hopelessly  unrealistic. 

We  are  estimating  that  in  this  bill 
we  are  going  to  pick  up  tax  revenues 
by  increasing  the  tax  on  capital  gains. 
That  is  what  we  are  doing  in  the  bill. 
We  are  increasing  the  tax  on  capital 
gains  from  20  percent  to  28  percent 
and  we  are  saying  that  when  we  in- 
crease capital  gains  taxes,  we  are  going 
to  pick  up  revenues  of  roughly,  I  think 
this  is  what  the  Joint  Committee  is 
telling  us,  of  roughly  $20  billion. 

Now.  Mr.  President,  in  1981  we  did 
just  the  reverse  of  this  bill.  We  re- 
duced capital  gains  taxes  from  28  per- 
cent to  20  percent.  At  that  time  it  was 
argued  that  when  you  reduce  capital 
gains  taxes  you  pick  up  revenue  be- 


cause the  number  of  transactions  in- 
creases. 

And  I  think  Senator  Long  will  re- 
member those  agruments  in  commit- 
tee and  on  the  floor. 

Mr.  LONG.  Mr.  President,  will  the 
Senator  yield? 

Mr.  DANFORTH.  I  yield. 

Mr.  LONG.  We  used  to  make  those 
arguments  both  in  the  committee  and 
on  the  floor.  Those  of  us  contending 
that  succeeded  and  then  we  definitely 
contended,  and  I  believe  the  fact  will 
prove  it  worked  out,  and  we  argued 
that  a  reduced  capital  gains  tax  rate 
will  bring  about  more  capital  gains, 
and  I  believe  the  record  will  show  it 
did.  I  believe  the  Senator  is  getting  to 
that. 

Mr.  DANFORTH.  I  think  that  is  ex- 
actly right.  We  made  the  argument  in 
1981  that  when  you  reduce  capital 
gains  taxes,  you  increase  revenue  and 
I  believe  the  facts  point  that  out  and  I 
do  not  think  anyone  contests  that.  I 
am  not  sure  what  the  number  is.  But  I 
do  not  think  any  one  contests  that 
when  we  reduced  capital  gains  from  28 
to  20  percent  we  picked  up  revenue. 

Now,  in  this  bill  we  are  saying  that 
when  you  increase  capital  gains  taxes 
back  from  20  to  where  it  was,  28  per- 
cent, we  are  going  to  pick  up  $20  bil- 
lion in  revenue. 

Mr.  President,  you  cannot  have  it 
both  ways.  You  cannot  have  it  both 
ways.  Either  we  pick  up  revenues  by 
reducing  capital  gains  rates  or  we  pick 
up  revenues  by  increasing  capital  gains 
rates.  It  cannot  go  both  ways. 

Someone  said  to  me  a  few  days  ago: 
"I  know  what  we  are  going  to  do  to 
close  the  deficit  next  year.  After  we 
pass  this  bill  we  are  going  to  reduce 
the  capital  gains  taxes  to  20  percent 
and  argue  that  that  will  pick  up  reve- 
nue again. 

You  cannot  have  it  both  ways. 

I  make  this  point  simply  to  argue 
that  the  estimates  that  we  are  working 
on  are  totally  unrealistic.  I  will  give 
the  Senate  another  example  of  how 
these  revenue  estimates  are  unrealis- 
tic. The  Joint  Committee  on  Taxation 
says  that  we  will  increase  revenues  by 
$20  billion  by  limiting  what  employees 
can  deduct  for  employee  expenses. 
Under  the  current  law  if  there  is  a 
business  expense  incurred  by  an  em- 
ployer or  an  employee,  in  either  case 
they  are  deductible.  Well,  they  are  not 
deductible  in  full  under  this  bill. 

We  put  limitations  on  the  deductibil- 
ity of  employee  expenses.  We  claim  we 
are  going  to  raise  $20  billion  in  reve- 
nue by  limiting  the  deduction  that  an 
employee  can  take.  This  $20  billion 
figure  assumes  that  people  are  stupid 
because  what  employees  are  going  to 
do  is  to  go  to  their  employers  and  say. 
"Look,  don't  give  me  the  money  in  the 
first  place.  You  take  a  deduction,  use 
it  in  full,  reduce  my  salary  an  appro- 
priate amount  but  do  not  make  me 


take  the  cash  in  and  pay  taxes  on  it." 
That  is  what  is  going  to  happen. 

So,  Mr.  President,  we  are  not  going 
to  pick  up  any  $20  billion  by  limiting 
the  deductions  that  employees  can 
take.  The  reasoning  is  fallacious. 

Here  is  something  else  we  did  to  try 
to  accomplish  revenue  neutrality  in 
this  bill.  In  a  whole  host  of  areas  what 
we  did  was  sunset  preferences  in  the 
tax  bill.  What  we  did  was  to  say  we 
will  provide  that,  say,  the  research  and 
development  tax  credit  or  the  low- 
income  housing  tax  credit  will  only 
last  3  more  years  so  we  will  count  that 
revenue  lost  from  that  credit  for  3 
years  and  then  we  will  sunset  it  so  we' 
do  not  have  to  worry  about  its  cost 
after  3  years. 

Mr.  President,  do  we  seriously  be- 
lieve in  the  Senate  that  these  various 
things  are  truly  going  to  fade  out  of 
existence  at  the  end  of  the  sunset  3 
years  hence? 

Do  we  really  believe  that  when  it 
comes  down  to  it  the  tax  credit  for 
low-income  housing  has  a  3-year  life 
and  that  that  is  the  end  of  it? 

D  1650 

Of  course  not.  Of  course  that  is  not 
going  to  be  the  case.  It  is,  to  use  the 
phrase  frequently  used  in  connection 
with  our  budget  computations,  it  is 
smoke  and  mirrors  to  believe  that  we 
create  revenue  neutrality  by  this  arti- 
ficial sunsetting  of  highly  popular  as- 
pects of  the  Internal  Revenue  Code. 

What  is  another  way  we  doctor  the 
numbers  on  revenues  and  create  real 
problems  for  this  country  in  the 
future?  We  do  it  by  accounting 
changes.  We  raise  in  this  bill  $65  bil- 
lion over  5  years  in  accounting 
changes. 

Now,  Mr.  President,  what  are  these 
accounting  changes?  They  do  not 
change  the  amount  that  Uncle  Sam  is 
going  to  bring  in.  They  change  when 
Uncle  Sam  brings  the  money  in.  We 
have  artificially  contrived  changes  in 
accounting  methods  to  load  tax  reve- 
nues into  the  5-year  period  for  which 
we  are  projecting  revenues  for  this 
bill. 

We  are  taking  $65  billion  of  revenue 
that  we  would  be  receiving  in  19^  and 
thereafter  and  artificially  dumping  it 
into  the  5  years  immediately  ahead  to 
try  to  meet  revenue  neutrality  in  this 
bill.  It  is  phony.  It  is  worse  than 
phony.  It  is  going  to  come  back  and 
haunt  us  in  the  future. 

The  revenue  estimates  do  not  take 
into  account  the  fact  that  when  corpo- 
rations pay  more  taxes,  as  they  will 
under  this  bill,  they  will  pay  lower 
dividends.  It  has  been  estimated  that 
that  change  is  going  to  cost  the  Treas- 
ury about  $10  billion  during  the  5-year 
period  of  the  bill. 

So,  Mr.  President,  over  and  over 
again  we  have  failed  to  take  into  ac- 
count economic  reality  and  we  have,  in 
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effect,  doctored  numbers  in  order  to 
create  the  illusion  of  revenue  neutrali- 
ty when  this  bill  is  not  going  to  be  rev- 
enue neutral  at  all. 

So  the  first  effect  on  the  economy  is 
that  this  bill  is  going  to  increase  our 
problems  with  the  budget  deficit  and 
make  the  budget  deficit  larger  than  it 
would  otherwise  be.  The  test  is  the 
effect  on  the  economy.  The  first  way 
in  which  we  fail  the  test  is  to  ensure 
our  chances  for  dealing  effectively 
with  the  budget  deficit. 

There  are  other  effects  as  well.  The 
bill  probably  is  going  to  reduce  our 
gross  national  product.  Now  I  know,  as 
Senator  Packwood  said,  that  there  are 
economists  all  over  the  place  on  every- 
thing. But  surely  we  are  doing  no 
better  than  flipping  a  coin  if  we  be- 
lieve that  one  batch  of  economists  is 
right  and  the  other  is  wrong.  And 
there  is  a  very  reputable  group  of 
economists  who  feel  that  this  bill  is 
going  to  reduce  our  gross  national 
product. 

Murray  Weidenbaum,  who  was  the 
first  Chairman  of  President  Reagan's 
Council  of  Economic  Advisers,  now  a 
professor  at  Washington  University, 
Murray  Weidenbaum  has  projected 
that  this  bill  will  reduce  the  gross  na- 
tional product  by  2  percent  for  the 
rest  of  this  decade. 

Lawrence  Summers,  professor  of  eco- 
nomics at  Harvard  University,  esti- 
mates that  the  conference  committee 
bill  will  reduce  real  GNP  by  5  percent 
in  1996. 

Wharton  Econometrics  estimates 
that  the  bill  will  reduce  real  GNP 
growth  by  6.7  percent  in  1987. 

These  are  not  fly-by-night  econo- 
mists. These  are  reputable  people  who 
l)elieve  that  this  tax  bill  is  going  to 
reduce  our  national  wealth;  that  it  is 
going  to  reduce  our  gross  national 
product. 

Some  economists  believe  that  it  is 
going  to  lead  to  a  recession.  Lawrence 
Chimerine,  chairman  of  Chase  Econo- 
metrics, has  stated  that  this  bill  clear- 
ly increases  the  risk  of  recession. 
Murray  Weidenbaum.  again,  has  said 
that  this  bill  could  be  the  straw  that 
breaks  the  camel's  back.  The  interna- 
tional accounting  firm  of  Pannell  Kerr 
and  Forster  says  of  the  bill  that  it  is  a 
"prescription  for  recession,  an  in- 
creased budget  deficit,  and  inflation.  It 
is  a  return  to  the  stagflation  which  we 
finally  wrung  out  of  the  economy." 

Mr.  President,  when  we  talk  about 
the  performance  of  the  economy,  of 
course  what  we  are  really  talking 
about  in  human  terms  is  jobs.  I  am  not 
sure  about  the  effect  of  this  bill  on 
jobs.  I  know  that  again  there  are  sev- 
eral opinions  on  it. 

Professor  Weidenbaum  thinks  that 
this  will  cost  1  million  American  jobs 
by  the  end  of  this  decade. 

But  I  do  not  think  that  there  is  any 
reasonable  difference  of  opinion  that 


this  bill  is  going  to  seriously  hurt  the 
manufacturing  sector  of  our  country. 

So  I  think  that  in  addition  to  the 
budget  problem  and  in  addition  to  the 
possibility  of  reducing  our  gross  na- 
tional product,  another  clear  result  of 
this  bill  is  that  it  will  increase  the  cost 
of  capital.  It  will  increase  the  cost  of 
business  plant  and  equipment.  It  will 
do  this  by  repealing  the  investment 
tax  credit.  It  will  do  it  by  tightening 
up  depreciation  benefits.  It  will  do  it 
by  repealing  the  capital  gains  differen- 
tial. 

Lawrence  Meyer  and  Associates  has 
estimated  that  repeal  of  the  invest- 
ment tax  credit  alone  will  increase  the 
cost  of  capital  by  12.2  percent. 

Professor  Summers  of  Harvard  has 
estimated  that  the  bill  would  increase 
the  cost  of  capital  by  at  least  10  per- 
cent. 

Lawrence  Chimerine  has  predicted, 
again,  a  10-percent  increase  in  the  cost 
of  capital. 

Mr.  President,  against  what  back- 
ground are  we  about  to  vote  to  in- 
crease the  cost  of  capital  in  the  United 
States?  A  couple  of  weeks  ago,  the  U.S. 
Department  of  Commerce  came  out 
with  the  projections,  revised  projec- 
tions, and  stated  that  this  year,  in 
1986.  there  will  be  a  2V2-percent  reduc- 
tion in  business  spending  for  plant  and 
equipment. 

Against  the  background  of  a  decline 
in  business  spending  for  plant  and 
equipment,  we  are  deciding  to  increase 
the  cost  of  capital  by  10  or  12  percent- 
age points. 

The  United  States  cost  of  capital  al- 
ready is  twice  that  of  Japan.  And  our 
industrial  base,  our  manufacturing 
sector,  is  by  far  the  most  fragile  ele- 
ment of  our  economy. 

Now,  I  know  all  the  talk  about  the 
service  industries.  People  say,  "Well, 
we  are  moving  in  the  direction  of  serv- 
ices," and  that  is  true,  Mr.  President. 
But  how  much  more  should  we  shove 
the  industrial  sector  into  a  recession? 
Are  we  to  have  no  concern  at  all  about 
a  balanced  economy?  Do  we  not  care 
any  more  whether  Americans  can 
make  things?  Do  we  not  care  if  we  are 
competitive  with  the  Japanese  or  the 
West  Germans  or  the  Koreans?  Are  we 
intentionally  going  to  increase  the  cost 
of  capital  and  let  our  factories  rust 
out? 

Do  we  really  want  to  say  to  the 
people  of  this  country,  well,  if  you  are 
worried  about  that,  you  can  vote  with 
your  feet.  I  do  not  think  that  is  what 
we  should  do.  I  think  we  should  strive 
for  a  balanced  economy,  and  for  a 
country  that  can  make  things  and  for 
an  industrial  sector  which  can  com- 
pete with  the  rest  of  the  world.  I  do 
not  think  we  should  shove  them  over 
the  cliff.  I  believe  that  is  what  this  bill 
does. 

(Mr.  BOSCHWITZ  assumed  the 
chair.) 


The  bill  is  going  to  reduce  our  stand- 
ard of  living.  Mr.  President,  it  is  widely 
held  that  the  standard  of  living  in  the 
United  States  is  closely  connected  to 
our  productivity,  and  that  our  produc- 
tivity in  turn  is  closely  connected  to 
our  national  investment.  Productivity 
is  related  to  investment.  In  recent 
years  Prance  and  Germany  have  in- 
vested about  twice  as  heavily  as  the 
United  States.  And  during  that  time, 
the  productivity  growth  rate  in  France 
and  Germany  was  twice  the  growth 
rate  of  the  United  States.  Japan  in- 
vested three  times  as  heavily  as  we  did 
during  the  same  period  of  time  and 
Japan  experienced  a  productivity 
growth  three  times  that  of  the  United 
States. 

Mr.  President,  in  the  name  of  lower 
tax  rates  we  are  creating  an  economy 
which  is  less  productive,  an  industrial 
plant  which  is  aging,  and  we  are  creat- 
ing a  lower  standard  of  living  for  the 
American  people. 

Another  effect  on  the  economy:  This 
bill  will  hurt  the  trade  position  of  the 
United  States.  Mr.  President,  a  lot  of 
Senators— and  I  am  one  of  them— 
want  to  pass  a  trade  bill.  I  spend  a  tre- 
mendous amount  of  my  time  worrying 
about  trade  matters.  How  can  we  im- 
prove our  trade  position?  How  can  we 
tighten  our  trade  legislation  to  give 
Americans  a  better  opportunity  in 
international  markets?  But,  Mr.  Presi- 
dent, trade  legislation  in  and  of  itself 
is  nothing  in  dealing  with  the  trade 
deficit  compared  to  overall  economic 
policy.  It  is  not  possible  to  pass  a  re- 
sponsible trade  bill  that  will  deal  with 
the  trade  problems  of  the  United 
States  if  we  follow  economic  policies 
which  hurt  our  trade  position. 

And  this  bill  does  everything  that  we 
can  to  hurt  our  position  in  interna- 
tional trade.  First  of  all,  it  is  a  procon- 
sumption  bill.  The  theory  of  the  bill  is 
to  reduce  personal  rates.  Let  people 
have  more  money  so  that  they  can 
consume  more.  What  are  they  going  to 
consume?  Japanese  TV's?  Japanese 
automobiles?  The  bill  creates  a  surge 
of  consumer  spending  at  the  expense 
of  savings  and  investment. 

How  are  we  going  to  be  competitive 
in  international  trade  if  we  let  our  in- 
dustrial plant  rust  out?  And  to  the 
extent  that  funds  are  provided  for  in- 
vestment in  America's  future,  if  we  do 
not  provide  them  through  our  own 
savings,  where  are  they  going  to  come 
from?  They  are  going  to  come  from 
abroad.  We  are  already  a  net  debtor 
nation.  We  are  the  largest  debtor  in 
the  world.  And  to  the  extent  that  this 
bill  increases  the  deficit  in  the  Federal 
budget,  and  to  the  extent  that  this  bill 
provides  fewer  incentives  for  personal 
savings  through  changes  in  the  Indi- 
vidual Retirement  Account,  in  401{k) 
plans,  and  the  like,  to  that  extent  we 
are  going  to  become  more  dependent 
on     foreign    sources     of     investment 
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which  in  turn  will  bid  the  dollar  value 
right  up  again. 

Finally,  with  respect  to  international 
trade,  Mr.  President,  this  bill  in  bi- 
zarre fashion— bizarre  fashion— raises 
the  taxes  on  Americans  doing  business 
abroad  by  $9.5  billion  over  the  term  of 
the  bill;  $9.5  billion  in  increase  in 
taxes  on  Americans  doing  business 
abroad.  Why?  Why  do  that?  Forty  per- 
cent of  U.S.  exports  are  made  to  over- 
seas by  operations  of  American  busi- 
nesses. If  40  percent  of  U.S.  exports 
are  by  U.S.  businesses  and  their  oper- 
ations abroad,  why  do  we  want  to  in- 
crease by  $9.5  billion  the  tax  on  Amer- 
icans doing  business  abroad? 

Another  economic  effect  of  the  bill 
is  its  effect  on  research  and  develop- 
ment. Mr.  President,  back  in  1978  our 
country  was  in  the  doldrums  in  spend- 
ing for  research  and  development.  We 
were  spending  approximately  2.2  per- 
cent of  our  gross  national  product  on 
R&D.  The  level  of  spending  had  been 
flat  for  a  decade  or  more.  Now  by 
1985,  we  are  beginning  to  turn  the 
corner.  R&D  spending  has  increased 
to  2.7  percent  of  GNP,  which  is  a  22- 
percent  increase  as  a  percent  of  gross 
national  product. 

This  increase  in  R&E  spending  has 
come  about  in  conjunction  with  Con- 
gress enactment  of  a  special  tax  credit 
for  increases  in  R&D  spending.  Time 
and  time  again  business  people  who 
are  involved  in  high  technology  indus- 
tries have  come  to  us,  testified  in  the 
Finance  Committee,  come  to  us  indi- 
vidually, and  said  the  R&D  tax  credit 
is  the  most  important  thing  that  we 
can  do  for  them. 

We  must  be  competitive  in  research 
and  development.  In  civilian  R&D 
spending,  Germany's  ratio  of  R&D  to 
GNP  is  29  percent  higher  than  the 
United  States.  Japan's  ratio  is  34  per- 
cent higher  than  the  United  States. 

So  what  we  do  in  this  bill?  Just  as 
our  response  to  a  fragile  industrial 
economy  is  to  increase  the  cost  of  cap- 
ital, so  in  this  bill  we  increase  the  cost 
of  research  and  development.  In  fact 
the  bill  targets  research  and  develop- 
ment for  special  hits.  It  reduces  the 
credit  on  R&D  from  25  to  20  percent. 
It  sunsets  the  credit  in  1988.  It  in- 
creases the  depreciation  period  for 
R&D  equipment  from  3  years  to  5 
years  and  it  allocates  R&D  expenses 
to  foreign  source  income  which  will 
provide  an  incentive  for  U.S.  compa- 
nies to  do  research  offshore. 

In  so  many  areas,  Mr.  President,  our 
country  can  absorb  one  change  or  an- 
other. We  can  absorb  perhaps  the 
repeal  of  the  investment  credit.  We 
can  absorb  some  change  in  the  R&D 
credit  but  what  we  have  done  in  this 
bill  is  everything  at  once.  Every  way 
we  can  find  to  target  research  and  de- 
velopment for  hits,  we  have  done  it  in 
this  bill.  The  most  promising  aspect  of 
America's  future,  our  research  edge, 
our   technology   edge,   the   know-how 


that  has  always  led  the  way  for  Amer- 
ica is  being  targeted  in  this  bill  for  tax 
hits. 

Venture  capital— another  example  of 
what  we  are  doing  to  this  country's 
future.  That  really  is  the  issue  I  think, 
Mr.  President.  What  are  we  doing  to 
the  future  of  America?  Venture  capital 
where  somebody  is  willing  to  take  a 
risk,  somebody  is  willing  to  take  a  risk 
and  put  off  instant  payoff  for  the  pos- 
sibility of  long-term  reward— so  we 
repeal  the  capital  gains  differention. 

D  1710 

We  tax  everything  the  same. 

We  say,  in  effect,  to  our  business 
people.  "Get  something  safe,  get  some- 
thing that  returns  money  now.  There 
is  no  special  reason  for  you  to  make  a 
long-term  investment  or  take  a  long- 
term  risk." 

Instant  money  now.  The  quick  buck. 
That  is  the  policy  of  this  bill. 

The  effect  of  the  repeai  of  the  cap- 
ital gains  differential  on  stock  options 
will  mean  that  it  is  much  more  diffi- 
cult for  a  new  company,  a  company 
that  is  starting  up.  to  go  out  and  hire 
first-rate,  experienced  people.  What 
do  they  have  to  offer  the  people?  A 
risk  for  nothing?  Stock  options  that  do 
not  take  advantage  of  the  capital  gains 
differential? 

Why  would  anybody  want  to  come  to 
a  new  company?  Why  would  anybody 
want  to  be  an  entrepreneur?  Stay  with 
the  old  company  that  just  keeps  the 
salary  payments  going  out. 

The  R&D  tax  credit  reduction, 
changes  in  depreciation,  all  of  these 
impact  against  our  entrepreneurs.  All 
of  these  impact  against  those  who  are 
investing  in  something  new,  who  want 
to  invest  in  something  new. 

A  venture  capitalist  in  New  Jersey 
named  James  Swartz  has  said,  "It  is 
quite  possible  we  could  return  to  a 
1974  environment  where  there  was 
only  one  startup  during  the  entire 
year." 

Now,  Mr.  President,  we  come  to  the 
field  of  education. 

If  America  has  a  future,  clearly  our 
future  is  found  in  our  young  people, 
and  clearly  a  top  concern  of  America 
must  be  to  provide  well-educated,  com- 
petent, young  people  to  lead  our  coun- 
try in  the  future. 

Here  is  what  we  have  done  to  Ameri- 
ca's colleges  and  universities. 

The  first  thing  we  did  was  to  simply 
lower  rates.  I  do  not  object  to  that.  I 
am  for  lowering  rates.  But  it  should  be 
realized  that  when  rates  are  lowered 
people  are  going  to  give  less  to  char- 
ities, people  are  going  to  be  giving  less 
money  to  colleges  and  universities 
simply  because  the  tax  rates  are  lower. 
Fair  enough.  That  is  understood.  That 
is  what  we  are  doing. 

Prof.  Lawrence  Lindsay,  of  Harvard 
University  has  said  that  charitable 
contributions  to  colleges  and  universi- 


ties will  decline  by  16.5  percent  as  a 
result  of  this  tax  bill. 

Mr.  President,  we  were  not  content 
just  to  lower  rates.  We  actually  had  a 
meeting  during  the  consideration  of 
this  conference  to  go  through  a  list  of 
ways  that  we  could  hurt  our  colleges 
and  universities  and  it  ended  up  we 
picked  everything  off  the  list.  So  we 
lower  rates.  Fair  enough.  Everybody 
wants  to  do  that. 

But  then  we  start  piling  it  on.  Gifts 
of  appreciated  property  are  brought 
within  the  minimum  tax.  That  is  going 
to  cost.  Something  like  40  percent,  I 
believe,  of  all  the  charitable  contribu- 
tions made  to  our  universities  of  ap- 
preciated property.  Now  we  are  taxing 
those  gifts  of  appreciated  property, 
the  appreciated  value,  under  the  mini- 
mum tax. 

We  are  imposing  a  new  institutional 
cap  on  bond  issues  by  private  universi- 
ties. This  is  going  to  hurt  our  No.  1  re- 
search universities  in  America,  our  top 
research  universities,  the  Harvards 
and  the  Stanfords.  They  are  going  to 
be  hurt  by  this  institutional  cap.  We 
are  saying  to  them,  "Your  use  of  tax- 
exempt  bond  funding  is  going  to  be  ar- 
bitrarily limited.  Your  charitable  con- 
tributions are  going  to  go  down.  Your 
contributions  from  your  alumni  are 
going  to  go  down.  And  we  are  going  to 
impose  a  cap  on  what  you  can  borrow 
interest  free  or  tax  free." 

We  have  said  in  the  bill,  for  the  first 
time,  I  believe,  in  the  history  of  tax- 
ation in  the  United  States,  that  we  are 
going  to  start  taxing  scholarships  and 
fellowships. 

Mr.  President,  it  is  an  indication  of 
the  desperation  that  we  were  under  in 
that  conference  to  come  up  with  reve- 
nue to  meet  the  principle  of  revenue 
neutrality  that  we  began  looking  at 
scholarships  and  fellowships  as  a  new 
area  where  we  could  impose  taxes.  We 
are  going  to  be  taxing  students  not  on 
the  educational  tuition  part  of  their 
scholarships  but  on  their  room  and 
board.  It  is  going  to  particularly  hit 
our  graduate  students.  It  is  going  to 
particularly  hit,  say,  a  graduate  stu- 
dent in  physics  who  is  married,  who 
maybe  has  a  couple  of  kids.  The  schol- 
arship and  the  fellowship  are  not 
worth  all  that  much.  We  say,  "To  the 
extent  that  your  room  and  your  board 
and  your  incidental  costs  are  paid,  we 
are  going  to  start  taxing  you." 

Why  do  that?  In  desperation  to  raise 
revenue. 

Then  we  are  deciding  also  in  this  bill 
that  interest  payments  on  student 
loans  are  no  longer  going  to  be  deduct- 
ible. 

Mr.  President,  again,  it  is  one  thing 
to  just  find  an  area  where  we  are 
going  to  hurt  our  universities,  just  as 
it  is  one  thing  to  find  an  area  where 
we  are  going  to  hurt  research  and  de- 
velopment, or  an  area  where  we  are 
going  to  increase  the  cost  of  capital.  ' 
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We  did  not  find  just  one  area;  we 
found  them  all.  It  was  as  though  we 
used  computers  to  comb  through  the 
Internal  Revenue  Code  to  answer  the 
question,  "What  can  we  do  to  universi- 
ties? What  can  we  do  to  higher  educa- 
tion? What  can  we  do  to  research? 
What  can  we  do  to  technology?  What 
can  we  do  to  modem  plant  and  equip- 
ment?" 

We  did  everything,  and  we  did  every- 
thing at  once. 

With  respect  to  what  we  are  doing  to 
our  colleges  and  universities,  Mr. 
President,  listen  to  a  few  quotes. 

Here  is  what  Sheldon  Steinbach  has 
said.  Mr.  Steinbach  is  counsel  for  the 
American  Council  of  Education.  The 
American  Council  of  Education  repre- 
sents 1,500  colleges  and  universities. 

Mr.  Steinbach  said: 

The  bill  is  the  greatest  catastrophe  for 
higher  education  in  25  years. 

Is  that  really  what  we  want  to  do  in 
the  name  of  tax  reform?  Is  that  tax 
reform,  to  have  a  representative  of 
1,500  colleges  and  universities  say  to 
us.  "This  is  the  greatest  catastrophe 
for  higher  education  in  25  years?" 

That  is  what  we  are  doing  and  we 
call  it  reform. 

The  director  of  government  relations 
for  Stanford  University,  Larry  Horton, 
said: 

We  took  a  bath  on  the  tax  bill  that  was 
even  dirtier  and  uglier  than  we  had  feared. 
We  lost  on  every  major  issue.  It  may  be  that 
no  other  institutions  are  as  adversely  affect- 
ed by  the  tax  bill  as  are  universities. 

Finally,  Michael  Severn,  the  presi- 
dent of  Columbia  University,  said,  "I 
do  not  think  they  fully  understand  the 
damage  that  they've  done." 

Why,  Mr.  President,  do  damage  to 
our  universities?  Why  do  damage  to 
our  research  community?  Why  do 
damage  to  those  who  want  to  invest  in 
new  plant  and  equipment? 

Why  reward  those  who  already  have 
made  their  investment,  who  are  will- 
ing to  bleed  their  existing  plant?  Why 
doit? 

Well,  we  have  heard  several  reasons 
for  what  we  are  doing.  I  want  to  run 
through  them. 

The  first  I  will  not  spend  any  time 
on  at  all.  Simplicity. 

Well,  let  us  make  a  simpler  Tax 
Code. 

I  am  not  going  to  spend  any  more 
time  on  it  because,  Mr.  I*resident,  I  do 
not  think  anybody  believes  that  this 
bill  simplifies  the  Internal  Revenue 
Code. 

Business  Week  ran  a  column  on  Sep- 
tember 15  by  Howard  Gleckman. 

Mr.  President,  I  ask  unanimous  con- 
sent that  this  article  be  printed  in  the 
Record  at  this  point. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 


[From  Business  Week.  Sept.  15,  1986] 

Tax  Reform:  If  This  Is  Simplicity,  Save  Us 

Prom  Complexity 

(By  Howard  Gleckman) 

Simple  it  ain't.  The  legislation  that  began 
life  as  "Tax  Reform  for  Fairness,  Simplicity, 
and  Economic  Growth"  will  create  dizzying 
new  complexities  for  taxpayers,  at  least  for 
the  next  three  years.  The  bill's  phase-outs, 
phase-ins.  floors,  and  ceilings  will  make  tax 
planning  and  preparation  a  mind-numbing 
experience  for  corporations  and  individuals. 

The  biggest  surprises  for  taxpayers  who 
have  not  paid  clo.se  attention  to  the  process 
will  come  early  next  year,  and  again  in  early 
1988.  For  all  the  hoopla  about  tax  reform. 
1986  tax  returns,  due  Apr.  15.  1987.  will  look 
a  great  deal  like  the  1985  forms,  because 
only  a  handful  of  provisions  take  effect 
before  next  year.  And  1987  returns  will  be 
based  on  a  set  of  rules  that  apply  only  to 
that  year.  The  full  effect  of  the  new  law  will 
not  be  seen  until  individuals  fill  out  their 
1988  forms. 

NARROW  PATH 

But  even  when  the  new  law  is  fully  in 
effect,  taxpayers  will  face  new  and  unex- 
pected complexities.  The  House  and  Senate 
negotiators  who  drew  up  the  final  bill  were 
forced  to  tread  a  narrow  path  of  political  ac- 
ceptability while  making  sure  the  final 
measure  would  neither  gain  nor  lose  reve- 
nues. To  pay  for  dramatic  reductions  in  tax 
rates  in  the  measure  that  should  gel  final 
approval  this  month,  the  conferees  cut  back 
scores  of  deductions  and  other  tax  benefits. 

To  satisfy  political  objections,  the  negotia- 
tors killed  few  write-offs  outright.  Instead, 
they  limited  some  deductions  so  that  they 
would  gradually  phase  out  over  a  period  of 
years.  Other  tax  benefits  were  restricted  or 
denied  to  individuals  whose  incomes  are 
above  arbitrary  limits.  Still  other  write-offs 
are  available  only  if  they  exceed  a  certain 
percentage  of  income. 

The  conferees  also  imposed  a  tough  new 
minimum  tax  that  will  require  millions  of 
taxpayers  to  calculate  their  liability  to  the 
Treasury  two  different  ways.  Taxpayers 
who  claim  certain  deductions  will  have  to 
figure  their  tax  liability  with  those  deduc- 
tions. Then,  under  the  minimum  tax  provi- 
sion, they  must  recalculate  without  using 
the  write-offs.  They  would  then  pay  at 
whichever  rate  is  higher.  For  corporations, 
the  minimum  levy  will  mean  keeping  a 
second  set  of  books,  while  trying  to  fit  the 
square  peg  of  financial  accounting  stand- 
ards into  the  round  hole  of  tax  law. 

The  top  tax  rate  for  many  individuals  will 
be  28%,  only  slightly  higher  than  the  2\% 
minimum  tax  levy.  Because  the  top  rate  is 
so  close  to  the  level  where  the  minimum  tax 
kicks  in,  taxpayers  cannot  cut  their  taxable 
income  by  using  very  many  "preferences." 
such  as  tax-exempt  bond  interest  or  depre- 
ciation, before  they  become  subject  to  the 
minimum  tax. 

Many  people  will  have  to  calculate  the 
tax,  even  if  they  don't  have  to  pay  it,  just  to 
make  sure.  Even  worse  from  a  planning  per- 
spective, they  will  have  to  do  the  calcula- 
tions throughout  the  year  to  make  sure 
their  next  investment  won't  force  them  to 
pay  the  minimum  tax.  "It  will  be  an  added 
complication  in  planning,  because  you  never 
know  what  your  next  dollar  is  going  to  be 
taxed  at,"  says  Gilliam  M.  Spooner.  a  part- 
ner at  Touche  Ross  &  Co. 

Some  municipal  bonds  will  remain  tax- 
exempt  for  the  "regular"  tax  but  could  be 
hit  by  the  minimum  tax.  State  and  local 
income  and  property  taxes  are  deductible 


for  the  regular  tax  but  not  for  the  mini- 
mum. "This  minimum  tax  has  got  a  life  of 
its  own."  says  David  A.  Berenson.  director  of 
tax  policy  at  Ernst  &  Whinney.  "You 
cannot  wait  until  the  year  is  over  to  make 
your  computation.  You  almost  have  to  make 
it  as  you  go  along.  Almost  anybody  has  got 
to  go  through  it." 

A  handful  of  the  bill's  major  provisions 
are  unresolved.  But  the  measure  hammered 
out  by  House  and  Senate  negotiators  on 
Aug.  16— intricate  as  it  is— will  become  law 
virtually  intact. 

Even  the  tax  rates  are  not  simple.  The 
new  bill  is  being  advertised  as  having  two  in- 
dividual rates— 15%  and  28%.  In  1987.  how- 
ever, individuals  will  face  a  five-bracket 
system,  with  a  top  marginal  rate  of  38.5%  as 
promised,  in  1988  and  beyond  there  will  be 
two  statutory  rates.  But  wealthy  individuals 
will  pay  a  marginal  rate  of  33%  on  taxable 
income  between  $71,900  and  $149,250. 

LOOPHOLE 

Taxpayers  and  corporations  have  long  had 
to  deal  with  the  concepts  of  "good"  and 
""bad"  income— money  that  does  or  does  not 
meet  Internal  Revenue  Service  tests  for  de- 
ductibility. Under  the  new  law.  those  arcane 
concepts  will  become  even  more  so.  Interest 
on  home  mortgages,  among  the  most 
common  tax  deduction,  is  about  to  become 
one  of  the  most  complex.  The  law  will  pro- 
hibit deductions  for  all  consumer  interest. 
But  it  will  allow  full  deductibility  of  interest 
payments  for  first  and  second  home  mort- 
gages. The  obvious  loophole  would  be  for 
homeowners  to  borrow  against  the  appreci- 
ated value  of  their  houses  and  spend  the 
money  on  a  car  or  a  vacation. 

But  the  bill  shuts  that  door  by  limiting 
the  amount  of  deductible  interest  to  loans 
against  the  original  purchase  price  plus  any 
improvements,  unless  the  loan  is  used  to  fi- 
nance an  education  or  pay  medical  bills.  If 
an  owner  borrows  against  the  full  appreciat- 
ed value  of  a  home,  he  will  have  to  calculate 
how  much  of  the  interest  payment  is  de- 
ductible. And.  to  take  full  advantage  of  the 
new  rules,  a  homeowner  would  have  to  have 
kept  records  of  all  improvements  since  he 
bought  the  house.  ""Do  you  know  the  cost  of 
the  shrubbery  you  bought  four  years  ago?" 
asks  Ernst  &  Whinney's  Berenson. 

Fortunately,  taxpayers  have  at  least  15 
months  to  figure  all  this  out.  But  by  then. 
Congress  may  have  changed  the  whole 
thing— in  what  may  be  called  the  Technical 
Corrections  Act  of  1987. 

Mr.  DANFORTH.  I  will  just  read 
the  first  paragraph  of  the  Business 
Week  column. 

Simple  it  ain't.  The  legislation  that  began 
life  as  "Tax  Reform  for  Fairness.  Simplicity 
and  Economic  Growth"  will  create  dizzying 
new  complexities  for  taxpayers,  at  least  for 
the  next  3  years.  The  bill's  phase  outs, 
phase-ins,  floors,  and  ceilings  will  make  tax 
planning  and  preparation  a  mind-numbing 
experience  for  corporations  and  individuals. 

D  1720 

By  far  the  most  frequent  reason 
given  for  the  bill  is  that  it  is  fair. 
Chairman  Rostenkowski  said  in  his 
speech  a  few  weeks  ago,  in  Washing- 
ton, that  some  people  said  that  the 
main  test  should  be  economic  growth 
but  for  him.  the  test  is  fairness— fair- 
ness conquers  all. 

I  am  all  for  fairness.  Everybody  is 
for  fairness.  And  I  think  that  a  lot  of 
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Senators  are  going  to  come  to  the 
floor  when  the  time  comes  to  vote  and 
say.  "I  am  for  this  bill  because  it  is 
fair." 

Mr.  President,  I  would  like  to  exam- 
ine the  argument  that  this  bill  is  fair. 
My  view  is  that  it  is  not  fair.  I  think 
that  this  bill  is  jampacked  with  unfair- 
ness, with  obvious  unfairness.  I  think 
when  people  catch  on  to  the  unfair- 
ness in  this  bill,  they  are  going  to  be  as 
mad  at  this  bill  as  they  are  at  the 
present  law.  Let  us  examine  the  ques- 
tion of  fairness. 

This  bill  establishes  a  maximum  ef- 
fective tax  rate  for  individuals  of  28 
percent.  That  means  that  if  your 
income  is  a  little  over  $70,000  a  year, 
your  tax  rate  is  28  percent.  If  your 
income  is  $700,000  a  year,  yotu  income 
tax  rate  is— guess  what?  28^ercent. 
And  if  your  income  is  $7  million  a 
year,  your  tax  rate  is  28  percent.  That 
is  your  effective  tax  rate. 

Your  marginal  tax  rate  actually  goes 
down  as  your  income  goes  up.  What 
does  your  marginal  tax  rate  mean? 
That  means  the  amount  that  you 
make  on  an  additional  dollar  you  earn. 
Say  you  sell  100  shares  of  stock  and 
realize  a  gain  of  $1,000  or  so.  What 
would  your  tax  be  on  that  sale  of  stock 
or  if  you  worked  another  hour?  What 
would  your  tax  rate  be  on  that  mar- 
ginal, incremental  hour  of  work? 

What  we  are  saying  in  this  bill  is 
that  your  marginal  tax  rate  can  go 
down.  A  person  whose  income  is  a 
little  over  $70,000  has  a  marginal  tax 
rate  in  this  bill  of  33  percent.  A  person 
whose  income  is  a  couple  of  hundred 
thousand  dollars  has  a  marginal  tax 
rate  of  28  percent.  That  means  that  if 
somebody  has  an  income  of,  say, 
$75,000  and  he  sells  some  stock,  that 
gain  will  be  taxed  at  a  rate  of  33  per- 
cent. On  the  other  hand,  if  the  person 
has  a  half-million-dollar  income  and 
sells  the  same  stock  for  the  same  gain, 
that  gain  will  be  taxed  at  28  percent. 

This  is  supposed  to  be  a  fair  bill.  Mr. 
President,  what  is  fair  about  that? 
What  is  fair  about  taxing  rich  people 
at  a  lower  rate  than  people  in  a  much 
lower  income  bracket?  Why  is  that 
fair?  I  do  not  think  it  is. 

Retroactivity.  I  was  taught  when  I 
was  growing  up  that  ^ou  do  not 
change  rules  in  the  middle  of  the 
game.  Well,  we  have  in  this  bill.  We 
have  changed  rules  in  the  middle  of 
the  game.  We  have  changed  rules  in 
the  middle  of  the  game  for  Govern- 
ment retirees.  We  have  said  to  people 
who  have  retired,  "You  planned  your 
life:  you  have  made  all  your  retire- 
ment plans  for  years  counting  on  a 
certain  tax  treatment  of  the  perisions 
you  receive.  And  guess  what?  We  had 
our  fingers  crossed.  Adjust  as  best  you 
can." 

Why  is  that  fair?  What  principle  of 
fairness  says  that  the  Government  of 
the  United  States  of  America  should 


change  rules  in  the  middle  of  the 
game? 

The  passive  loss  rules.  I  am  for 
changing  the  passive  loss  rules. 

I  was  one  who  was  willing  to  go 
along  with  retroactivity,  I  admit  it. 
But  I  did  not  like  it.  But  if  we  are 
going  to  do  it,  if  we  are  going  to 
change  retroactively  the  tax  treat- 
ment for  investments  in,  say,  real 
estate,  why  and  by  what  right  do  we 
grab  this  change  in  the  cloth  of  fair- 
ness? Maybe  it  is  necessary  to  produce 
revenue,  to  change  the  rules  in  the 
middle  of  the  game.  But,  Mr.  Presi- 
dent, it  is  not  fair  and  it  is  not  right. 

Then  we  say  the  bill  is  fair,  but  if 
you  live  in  a  State  which  has  a  State 
government  that  imposes  a  lot  of  sales 
taxes,  you  will  not  be  able  to  deduct 
them.  You  can  deduct  your  property 
taxes  and  your  State  income  taxes  but 
not  your  sales  taxes.  So.  take  a  family 
of  four  living  in  Portland,  OR,  which 
is  not  a  sales  tax  State.  The  family  of 
four  has  an  income  of  $29,500.  They 
will  pay  $165  less  in  Federal  income 
tax  than  a  family  that  lives  across  the 
river  in  the  State  of  Washington.  Why 
is  that  fair? 

Why  is  it  fair  to  say  that  a  family  of 
four  with  $29,500  income  in  Washing- 
ton pays  $165  more  to  Uncle  Sam  than 
a  comparable  family  right  across  the 
river?  If  we  are  going  to  raise  revenue, 
let  us  at  least  not  be  hypocritical 
enough  to  say  that  somehow,  this  fair- 
ness. It  is  not  fair. 

We  repeal  income  averaging.  In  the 
Senate,  we  decided  we  were  not  going 
to  do  it  to  farmers.  Now  we  are.  Why 
is  that  fair?  Why  is  it  fair  to  repeal 
income  averaging? 

Take  a  farmer,  married,  with  two 
children.  He  earns  $15,000  the  first 
year,  $15,000  the  second  year,  he  is 
limping  along.  The  third  year,  he  has 
a  good  crop  and  he  earns  $60,000. 
Then  take  a  factory  worker,  also  mar- 
ried with  two  children.  The  factory 
worker's  family,  instead  of  15,  15,  and 
60,  earns  30,  30,  and  30,  the  same 
income  each  year. 

D  1730 

In  this  case  the  farmer  is  going  to 
pay  29  percent  more  in  taxes  than  the 
factory  worker.  Why  is  that  fair?  How 
dare  we  call  that  fairness?  That  is  a 
change  in  the  law,  Mr.  President.  We 
do  not  do  that  today.  It  is  a  change  in 
the  law.  Why  is  this  bill  a  move 
toward  fairness? 

Now,  exhibit  A  in  the  issue  of  fair- 
ness, the  nondeductibility  of  certain 
interest.  All  borrowing  is  not  the  same. 
Under  this  bill,  some  interest  is  de- 
ductible, some  interest  is  not  deducti- 
ble. You  want  to  find  out  what  is  de- 
ductible? Call  your  lawyer.  Call  your 
accountant. 

If  you  own  a  home,  you  can  deduct 
your  interest  payments  on  a  mortgage 
up  to  the  purchase  price  of  the  home 
plus  improvements  on  the  home,  and 


you  can  use  that  money  for  anything 
you  want.  If  you  own  a  home,  you  can 
borrow  even  over  the  purchase  price 
and  improvements  and  deduct  the  in- 
terest if  the  loan  is  used  for  education 
and  for  medical  expenses.  So  the  trick, 
ladies  and  gentleman,  is  to  own  your 
own  home  and  the  more  expensive  the 
home,  the  better.  And  if  you  own  two 
homes,  that  is  great,  we  say.  So  we 
have  discriminated  in  this  bill  between 
homeowners  and  nonhomeowners.  We 
have  said  that  somebody  who  does  not 
own  a  home  and  goes  out  and  borrows 
against  a  credit  card  or  buys  a  car 
cannot  deduct  the  interest  on  that 
consumer  loan  any  more.  But  we  have 
said  that  if  you  own  a  house  and  the 
purchase  money  mortgage  on  that 
house  is  less  than  what  you  paid  for 
the  house  and  less  than  the  improve-^ 
ments  on  the  house,  then  you  can  get 
a  second  mortgage  and  use  the  money 
to  buy  your  car  or  use  for  your  credit 
card.  Banks  are  doing  this  now.  They 
are  setting  up  plans  so  that  you  just 
go  out  and  get  a  mortgage  on  your 
home  and  it  covers  everything  if  you 
own  a  home. 

Why  is  that  fair?  Why  is  it  fair  if 
two  people  want  to  buy  a  car  and  one 
person  owns  a  home  he  can  borrow 
against  the  home  to  buy  the  car  and 
deduct  the  interest,  if  the  other 
person,  the  one  lives  in  an  apartment 
can't  deduct  the  interest  on  his  car 
loan?  Why  let  the  homeowner  get  a 
deduction  for  the  car  loan  but  not  the 
person  who  lives  in  an  apartment? 
Why  is  that  fair? 

Second  homes.  You  can  borrow 
against  your  second  home  and  you  can 
deduct  the  interest  on  your  second 
home.  In  other  words,  let  us  suppose 
that  you  want  to  put  your  child 
through  college  and  you  do  not  have  a 
home.  You  have  an  apartment.  You 
live  in  an  apartment.  You  want  to  put 
your  child  through  college.  You  go  out 
and  take  a  loan.  Then  you  ask  your 
lawyer,  "Can  I  deduct  this  interest? 
No,  because  you  are  not  borrowing 
against  your  home."  But  if  somebody 
else  in  town,  someone  on  the  other 
side  of  the  tracks,  has  two  homes,  has 
a  vacation  home  in  Palm  Springs,  he 
can  borrow  against  his  Palm  Springs 
vacation  home  and  deduct  it.  He  can 
use  the  money  to  go  to  Las  Vegas.  But 
the  person  who  has  medical  expenses 
and  is  strapped  for  cash  and  borrows 
to  pay  for  his  wife  in  the  hospital,  he 
cannot  deduct  it.  But  the  guy  going  to 
Las  Vegas  with  a  home  in  Palm 
Springs  can.  Why  is  that  fair?  Why  is 
it  fair? 

Now,  get  this.  Get  this.  Did  the  Sen- 
ator from  Louisiana  realize,  when  we 
were  working  on  this  conference 
report— I  am  sure  he  did  not— did  he 
realize  that  in  this  bill  the  definition 
of  second  home  includes  yachts?  Now, 
please  understand  where  we  are  in  this 
bill.  Joe  Doke's  wife  is  in  the  hospital.. 
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He  goes  out  and  borrows  money  to  pay 
for  his  wife's  hospital  bill.  He  cannot 
deduct  it.  Mr.  Gotrocks  has  a  60-foot 
yacht.  He  can  borrow  against  that 
yacht  and  he  can  deduct  the  interest 
payments  against  the  yacht  and  use 
the  proceeds  to  do  anything  he  wants. 

Why  is  that  fair?  We  say  there  is 
fairness  in  this  bill.  Why  is  it  fair  to 
count  a  yacht  as  a  second  home  and 
deduct  against  the  yacht?  Let  us  not 
call  the  bill  fair. 

How  about  student  loans?  Now,  most 
students  borrow  money  themselves. 
Most  students  take  out  the  loans 
themselves  and  then  when  they  get 
out  in  the  world,  after  they  have  fin- 
ished college  and  they  start  earning 
money,  they  repay  their  loans.  But 
those  loans  are  outstanding  sometimes 
10  years  after  they  have  gotten  out  of 
college  and  they  are  still  repaying 
them.  Under  this  bill,  those  people 
who  borrowed  for  the  purpose  of  going 
to  school  will  not  be  able  to  deduct  the 
interest. 

On  the  other  hand,  if  daddy  has  a 
home  in  the  suburbs  and  the  home 
has  appreciated  in  value,  he  can 
borrow  against  his  home,  pay  for  the 
student's  educational  expenses  and 
deduct  the  interest.  Why  is  it  fair  to 
let  the  father  who  has  the  appreciated 
home  borrow  and  deduct  and  not  allow 
the  student  who  is  out  there  trying  to 
make  his  way  in  the  world?  What  is 
the  fairness?  Why  is  this  bill  so  widely 
acclaimed  as  being  fair? 

Then  take  the  question  of  employee 
business  expenses.  Here  is  an  example 
to  ponder.  A  doctor  makes  $150,000. 
He  is  self-employed.  He  pays  dues  to 
the  American  Medical  Association,  he 
takes  classes,  increases  his  skills  and 
pays  for  the  classes.  He  is  the  employ- 
er. He  is  self-employed  and  he  gets  to 
deduct  everything.  His  nurse,  however, 
pays  for  classes  to  improve  her  skills 
and  pay  dues  to  the  American  Nursing 
Association.  If  she  is  a  nonitemizer, 
she  does  not  get  to  deduct  anything. 
And  if  she  itemizes,  she  only  gets  to 
deduct  to  the  extent  that  the  expenses 
exceed  2  percent  of  adjusted  gross 
income.  Why  is  it  fair  that  the  doctor 
deducts  his  dues  to  the  American  Med- 
ical Association  and  the  nurse  does  not 
get  to  deduct  her  dues  to  the  Ameri- 
can Nursing  Association?  Why  do  we 
call  that  fair? 

And  then  take  the  repeal  of  the  so- 
called  General  Utilities  doctrine.  Take 
the  example  of  mom  and  pop.  They 
have  gone  into  business.  They  have  set 
up  a  little  neighborhood  business. 
Maybe  it  is  a  grocery  store;  maybe  it  is 
a  dry  cleaning  establishment.  They 
have  gone  into  business.  They  have 
counted  on  their  business  for  their  re- 
tirement. Their  plan  is  to  wait  until 
they  are  65  years  old  and  just  before 
they  are  65  liquidate  the  business,  get 
out,  and  retire  on  the  proceeds.  So  we 
have  repealed  the  General  Utilities 
doctrine  in  this  bill,  and  the  result  is 


that  mom  and  pop  will  have  their  tax 
liability  increased  threefold  by  this 
legislation.  And  we  say.  "Oh,  that  is 
fair.  That  is  fair  to  the  little  guy  who 
has  planned  all  his  life  on  liquidating 
this  business  and  going  somewhere 
and  retiring"  Guess  what?  Your  tax  li- 
ability will  be  increased  threefold. 

D  1740 

Finally,  on  the  question  of  fairness, 
there  is  the  whole  issue  of  how  renters 
are  doing.  I  have  pretty  well  spelled 
that  out.  I  think,  on  the  question  of 
borrowing  against  the  home  you  own. 
But  another  thing  they  are  doing  in 
this  bill  because  of  the  passive  loss 
rule  is  to  increase  the  cost  of  renting. 
We  are  going  to  reduce  the  supply  of 
rental  property. 

Martin  Feldstein  and  his  wife.  Kath- 
leen—he is  another  former  chairman 
of  the  Presidents  Council  of  Economic 
Advisers— have  projected  that  because 
of  this  bill,  rents  will  increase  from  10 
to  15  percent. 

I  wonder  how  many  Senators  are 
anxious  to  go  home  and  brag  about 
the  fairness  of  this  tax  bill  and  say  to 
their  constituents:  "Guess  what? 
We're  reducing  your  tax  burden  by  $4 
or  $5  a  week,  and  were  increasing 
your  rents  by  10  to  15  percent.  '  How 
many  of  our  constituents  would  think 
that  is  a  good  bill?  I  do  not  think  very 
many  of  them  would.  I  think  the  un- 
fairness that  permeates  this  tax  bill 
would  come  back  to  haunt  those  who 
vote  for  it. 

Another  reason  that  people  give  for 
passing  the  bill:  They  say,  "Look  we 
need  certainty  in  our  tax  laws.  We 
have  been  worrying  this  thing  to 
death  for  over  a  year  now.  Let's  get  on 
with  it.  Let's  pass  the  bill.  We  need 
some  certainty.  We  need  to  know  what 
the  rules  are.  Let's  not  agonize  over 
this  any  longer." 

Does  anybody  really  believe  that 
adopting  this  conference  report  is 
going  to  create  any  certainty  at  all? 

We  did  not  even  have  the  conference 
report  when  the  chairman  of  the 
Ways  and  Means  Committee  was  tell- 
ing us  that  we  should  start  increasing 
rates.  Does  anybody  really  believe  that 
for  very  long  we  are  going  to  maintain 
a  28-percent  maximum  individual  rate 
when  we  have  $200  billion  deficits  in 
the  Federal  budget?  Is  that  credible? 

Then,  suppose  our  economy  does 
take  a  nose-dive.  Suppose  we  do  have  a 
recession?  Senator  Long  has  said  this 
several  times.  I  think  he  even  made  a 
speech  on  this  subject.  What  is  the 
first  thing  we  are  going  to  do  if  we 
have  a  recession?  We  have  already 
done  it  twice.  It  is  as  predictable  as 
night  following  day  that  when  there  is 
a  recession,  we  reinstate  the  invest- 
ment tax  credit.  Always.  Where  are  we 
going  to  get  the  dough?  How  are  we 
going  to  pay  for  reinstating  the  invest- 
ment tax  credit  if  we  have  a  recession? 
Are  we  going  to  raise  individual  rates 


or  blow  the  deficit?  Clearly,  we  will 
have  to  undo  this  bill,  if  not  next  year, 
the  year  after.  There  is  no  certainty  in 
this  bill. 

Mr.  LONG.  Mr.  President,  I  think  I 
can  answer  that,  if  the  Senator  will 
yield. 

Where  to  get  the  money  at  that 
point?  At  that  point,  no  one  is  going  to 
ask  any  question  because  there  is  a  re- 
cession. No  one  will  ask  any  question 
about  the  deficit  because  we  are  in  a 
recession— even  to  increase  the  deficit. 

Mr.  DANFORTH.  We  are  selling 
assets,  so  maybe  we  can  have  a  sale 
and  a  lease-back  on  all  these  buildings 
in  Washington. 

Mr.  President,  I  assure  my  col- 
leagues that  this  speech  will  not  go  on 
forever,  but  I  do  have  a  few  more 
things  to  say. 

On  the  question  of  certainty.  Sena- 
tors will  remember  a  few  years  ago 
when  we  passed  the  great  withholding 
on  interest  and  dividends  rules.  I  think 
it  was  within  a  year  that  public  outcry 
was  so  great  that  we  were  coming  back 
and  fixing  it.  How  many  more  deals 
like  that  exist  in  this  bill? 

The  inventory  accounting  provisions 
alone  in  this  bill  are  going  to  create  an 
outcry  for  change. 

So  I  submit  that  this  bill  does  not 
lock  us  in  forever.  This  is  going  to  be 
changed.  Passing  the  bill  does  not 
create  certainty.  So  I  suggest  that  we 
do  it  right  the  first  time. 

Mr.  President,  we  had  hoped,  as  poli- 
ticians, that  when  we  were  working  on 
this  bill  we  would  do  something  the 
public  would  applaud.  We  would  hope 
that  we  would  pass  a  bill  which  the 
public  really  liked,  which  they  would 
acclaim.  I  am  not  getting  that  much 
acclaim  from  my  constituents.  I  am 
not  hearing  too  much  from  my  con- 
stituents who  support  this  bill. 

A  Gallup-Newsweek  poll  found  that 
only  a  slight  plurality  favored  the  bill. 
It  also  found  that  a  plurality  of  tax- 
payers though  they  would  pay  more 
taxes,  not  less.  A  majority  of  those 
polled  thought  the  bill  was  put  togeth- 
er too  hastily.  And  how!  Only  1  out  of 
every  4  taxpayers  thought  the  tax  bill 
would  help  the  economy. 

A  U.S.  News  &  World  Report-Cable 
News  Network  poll  found  that  50  per- 
cent of  Americans  preferred  the  cur- 
rent Tax  Code  and  38  percent  pre- 
ferred the  tax  bill  that  is  now  before 
us. 

Consumer  pollster  Albert  Sindlinger 
described  the  tax  bill  as  a  dud  with  re- 
spect to  how  the  public  feels  about  it. 
I  think  I  know  why  it  is  a  dud.  I  think 
I  know  why  the  public  has  not  reacted 
that  favorably  to  this  bill. 

First,  I  think  that  a  lot  of  people  be- 
lieve they  are  being  had  by  it.  And 
they  are.  Renters,  for  example,  are 
being  had.  Students,  for  example,  are 
being  had  by  this  bill.  I  think  the 
public  realizes  that,  and  they  are  very, 
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very  skeptical  about  it.  But  there  is 
another  and  I  think  more  profound 
reason  for  the  skepticism.  I  think  the 
American  people  are  wiser  about  eco- 
nomics and  wiser  about  their  Govern- 
ment than  we  give  them  credit  for 
being.  I  think  they  see  this  as  a  good 
news/bad  news  story. 

We  go  the  the  American  people  and 
we  say:  "We've  got  bad  news  for  you. 
We've  got  a  $2  trillion  national  debt. 
We  have  $200  billion  deficits  in  the 
Federal  budget.  It's  terrible.  It's 
wrecking  the  country.  It's  a  legacy  of 
bankruptcy  for  our  children.  That's 
the  bad  news.  Now  the  good  news: 
Your  personal  responsibility  for  this 
mess  is  going  to  be  taken  off  your 
shoulders.  It's  going  to  be  lightened  by 
a  tax  cut." 

Mr.  President,  people  do  not  believe 
it.  They  think  it  is  a  politician  talking. 
They  think  that  you  cannot  have  it 
that  way:  "You  can't  tell  us  that  the 
deficit  is  a  problem  and  then  tell  us 
our  responsibility  is  going  to  be  less 
than  it  was  before.  "  People  do  not  be- 
lieve that.  They  think  it  is  phony.  And 
it  is. 

How  can  we  get  the  American  people 
to  face  up  to  the  practical  economic 
problem  before  our  country,  which  is 
the  deficit  in  the  Federal  budget,  if  we 
are  always  spreading  the  good  news  of 
tax  cuts  and  checks  going  out:  "Don't 
worry.  It's  all  going  out.  Don't  worry 
about  Gramm-Rudman.  We'll  sell 
some  more  assets." 

How  can  we  get  people  to  believe  in 
the  seriousness  of  this  budget  deficit  if 
all  we  do  is  tell  them,  "You're  going  to 
get  a  tax  cut  of  $4  or  $5  a  week"? 

The  final  point  after  all  this,  Mr. 
President: 

D  1750 

I  have  heard  so  many  Senators  say, 
"You  know,  I  really  don't  like  the  bill, 
but  I  am  going  to  vote  for  it." 

I  cannot  count  the  number  of  people 
who  have  said  to  me,  "I  don't  like  the 
bill  but  I  am  going  to  vote  for  it." 

Why?  Why  vote  for  something  you 
do  not  like?  Why  vote  for  something 
that  is  bad? 

Part  of  the  reason,  I  guess,  is  inertia. 
It  is  not  exactly  momentum.  It  is  iner- 
tia. We  get  into  these  big  tax  bills  and 
get  into  the  mode  of  one  step  after  an- 
other. Eventually,  the  last  thing  we  do 
is  to  pass  the  conference  report.  And 
so  we  all  trudge  over  to  the  floor  and 
we  vote  "aye." 

I  guess  another  reason  is  we  can  en- 
vision the  30-second  comrhercial  in  the 
next  campaign  against  us,  "Senator 
Bloke  voted  against  tax  reform,"  and 
nobody  wants  to  be  in  the  position  of 
opposing  tax  reform. 

And  then  a  number  of  Senators  have 
told  me,  "I've  got  my  transition  rule." 

What  difference  does  it  make  if  we 
get  our  transition  rule  if  we  are  hurt- 
ing the  future  of  the  country? 


Then  people  say,  "Well,  you  know  I 
am  in  the  President's  party,"  or,  "I  do 
not  want  to  cross  the  chairman  of  the 
Finance  Committee."  I  am  sure  the 
chairman  of  the  Finance  Committee 
would  rather  I  had  a  different  view  of 
the  bill.  But  I  do  not  think  it  is  going 
to  hit  me  or  anything. 

Mr.  President,  I  guess  the  real  ques- 
tion for  each  one  of  us  is  what  is  our 
duty?  Is  our  duty  to  go  along,  to  just 
accept  the  process  as  sort  of  an  un- 
stoppable rolling  ball  that  goes  on  and 
on  and  we  cannot  do  anything  about 
it? 

Is  our  duty  to  get  transition  rules?  Is 
that  the  sum  total  of  our  duty  here  in 
the  Senate?  Or  is  our  duty  to  set  the 
course  of  our  country  and  for  its 
future? 

I  believe,  Mr.  President,  that  we  are 
setting  the  course  for  our  country 
here  in  Congress.  And  what  we  are 
doing  on  the  budget  and  what  we  are 
doing  on  the  tax  bill,  we  are  setting 
the  course  for  our  country.  I  think  it  is 
the  wrong  course.  I  think  we  are  doing 
the  wrong  thing.  I  think  we  are  run- 
ning up  the  deficit.  I  think  we  are  not 
showing  the  courage  in  getting  the 
deficit  under  control.  I  think  we  are 
telling  people  what  we  think  they 
want  to  hear.  I  think  in  this  tax  bill 
we  are  stimulating  consumption  at  the 
expense  of  savings  and  investment  in 
our  industrial  base  in  international 
trade.  I  think  we  are  spending  now  at 
the  expense  of  tomorrow.  I  think  we 
are  doing  that  in  our  budget  policies 
and  in  our  tax  policies.  I  think  we  are 
living  for  today  and  only  for  today  and 
not  for  our  children  and  not  for  our 
grandchildren  and  not  for  generations 
to  come. 

I  think  that  we  are  allowing  our  in- 
dustries to  rust  out.  I  think  we  are  al- 
lowing our  technological  resource  to 
dry  up.  I  think  we  are  doing  it  with 
our  inability  to  face  the  budget  and  I 
think  we  are  doing  it  with  this  procon- 
sumption  -  antisavings -anti  -  investment 
tax  bill.  I  think  the  vote  that  we  are 
about  to  cast  is  about  the  future  of 
America  and  our  children. 

I  yield  the  floor. 

The  PRESIDING  OFFICER.  The 
Senator  from  Delaware. 

Mr.  ROTH.  Mr.  President,  the  Sena- 
tor from  Louisiana  does  not  seek  the 
floor  at  this  time. 

Mr.  LONG.  Mr.  President,  it  is  all 
right  with  this  Senator  for  the  Sena- 
tor to  go  ahead  and  make  his  speech.  I 
will  make  mine  later. 

Mr.  ROTH.  Mr.  President,  I  rise  in 
opposition  to  the  tax  reform  legisla- 
tion, and  I  do  so  reluctantly.  I  do  so  re- 
luctantly because  I  think  it  was  back 
in  1976  that  Jack  Kemp  and  myself 
began  tax  reform.  At  that  time,  we 
proposed  that  it  was  important  that 
the  marginal  rates  of  taxation  be  low- 
ered on  the  American  people  and  that 
became  the  centerpiece  of  President 


Reagan's  economic  package  when  he 
became  President  back  in  1981. 

I  have  continued  to  favor  tax  reform 
because  I  think  there  has  been  an  ero- 
sion of  confidence  in  the  current 
system.  Frankly,  the  current  legisla- 
tion does  contain  a  number  of  reforms 
that  I  strongly  support. 

I  strongly  support  the  lowering  of 
the  marginal  rates  to  33  percent. 

Pew  of  us  would  have  believed  10 
years  ago  when  Jack  Kemp  and  I  start- 
ed out  on  this  path  that  today  we 
would  be  talking  about  reducing  the 
rates  to  15  and  28  percent. 

I  also  strongly  support  the  elimina- 
tion from  the  tax  rolls  of  6  million 
poor  people.  I  support  the  fact  that  we 
are  reducing  the  rate  of  taxation  on 
business  to  34  percent. 

Mr.  President.  I  think  this  legisla- 
tion is  good  in  establishing  a  minimum 
tax.  although  I  am  concerned  about  its 
contents,  but  I  think  it  is  important  if 
we  are  going  to  build  confidence  into 
the  system  again  that  those  who  have 
earnings,  that  those  who  are  making  a 
profit  pay  taxes  and  that  is  what  the 
minimum  tax  assures. 

I  am  also  pleased  that  the  legislation 
does  reduce  in  a  very  substantial  way 
the  number  of  tax  shelters. 

But,  Mr.  President,  where  we  got 
into  difficulty  was  in  the  problem  of 
how  we  were  going  to  pay  for  these 
cuts. 

I  strongly  agreed  and  supported 
both  in  the  Finance  Committee  and  in 
conference  that  the  legislation  should 
be  revenue  neutral.  Certainly  our  defi- 
cits are  so  serious  that  we  could  not 
afford  a  reduction  of  net  revenue  to 
the  Federal  Government. 

But  where  the  mistake  was  made 
was  in  the  fact  that  we  could  consider 
no  new  source  of  revenue.  That  was 
not  a  decision  of  the  House  or  the 
Senate  but  essentially  of  the  adminis- 
tration. If  we  had  been  able  to  seek 
new  sources  of  revenue  we  could  have 
made  these  reforms,  these  essential  re- 
forms without  getting  into  the  kind  of 
difficulty  already  outlined  with  such 
specificity  by  the  Senator  from  Mis- 
souri. 

Let  me  say  when  I  am  talking  about 
new  sources  of  revenue  I  am  not  talk- 
ing about  a  tax  increase  because  I 
strongly  support  the  President  in  his 
desire  that  there  be  no  tax  increase. 
We  have  to  address  the  problem  of 
deficit  on  the  spending  side.  But  at  the 
same  time  it  seemed  to  me  desirable  to 
seek  new  sources  of  taxes,  of  revenue 
to  pay  for  the  tax  cuts  that  were  being 
incorporated  in  the  tax  reform  pack- 
age. 

Mr.  President,  there  are  many  goals 
in  tax  reform.  I  have  mentioned  the 
problem  of  reducing  the  marginal 
rates  of  taxes  which  happens  in  this 
particular  bill. 

We  eagerly  seek  to  make  the  tax 
laws  more  fair  so  that  the  American 
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public  will  support  it  and,  like  Senator 
Danforth,  I  question  in  many  ways 
this  legislation's  fairness.  Presumably 
when  we  started  out  we  were  going  to 
seek  simplicity,  but  I  think  all  you 
have  to  do  is  to  look  at  those  two  vol- 
umes to  know  that  once  again  simplici- 
ty has  been  replaced  with  complexity. 
But,  Mr.  President,  the  reason  I  am 
coming  out  in  opposition  to  the  tax 
reform  is  because  I  do  not  feel  it  meets 
the  crying  need  of  the  country,  not 
only  in  this  year,  but  the  years  to 
come. 

D  1800 

I  firmly  believe  that  the  greatest 
challenge  this  country  faces  is  becom- 
ing competitive  in  the  emerging  world 
economy.  We  have  seen  time  and 
again  American  men  and  women 
losing  jobs,  losing  jobs  because  Ameri- 
can industrial  facilities  are  not  as 
modem  as  that  to  be  found  abroad,  es- 
pecially in  Japan,  the  Pacific  basin 
and  Western  Europe. 

So  I  am  not  satisfied  with  this  bill, 
because  it  is  giving  the  wrong  signal, 
the  wrong  signal  with  respect  to  sav- 
ings which  is  essential  if  this  country 
is  to  become  competitive.  I  am  not  sat- 
isfied with  the  legislation  because  it  is 
increasing  the  cost  of  capital  which  di- 
rectly impacts  on  the  capability  of  this 
country's  competitive  position. 

Mr.  President,  during  the  consider- 
ation of  this  legislation  in  the  Finance 
Committee  and  on  the  Senate  floor.  I 
urged,  supported  and  tried  to  bring 
about  a  continuation  of  savings  incen- 
tives. 

Back  in  1981,  as  part  of  our  legisla- 
tion, tax  legislation.  Congress  voted  to 
promote  an  individual  retirement  pro- 
gram for  the  American  people.  The 
idea  was  that  each  working  individual 
could  save  up  to  $2,000  a  year  tax  free 
and  that  money  would  help  our  citi- 
zens meet  their  needs  in  retirement. 

Let  me  say,  although  there  is  some 
debate  about  the  effectiveness  of  this 
program,  I  personally  think  it  was  a 
smashing  success.  Something  like  28 
million  families  made  a  commitment, 
made  a  commitment  to  create  an  indi- 
vidual retirement  account— an  IRA— 
for  their  future.  And  that  was  a  com- 
mitment not  only  for  1  year,  but  for 
the  long  term.  Today,  in  this  legisla- 
tion, we  are  backing  off  of  this  pro- 
gram. 

Now,  let  me  point  out  that,  this  pro- 
gram, in  5  years,  has  resulted  in  sav- 
ings of  $250  billion,  a  tremendous 
amount  of  new  capital,  of  new  income. 
And  while  some  of  that  admittedly 
would  have  been  saved  otherwise,  I 
agree  with  Martin  Feldstein  that  there 
were  significant  new  savings  resulting 
from  this  program. 

Now,  on  the  Senate  floor,  we  passed 
a  sense-of-the-Senate  resolution  that 
we  should  make  every  effort  to  save 
IRA's.  And  I  can  tell  the  Members  of 
the  Senate,  I  made  that  my  key  inter- 


est during  the  conference.  I  was 
pleased  that  we  made  some  progress, 
but,  unfortunately,  not  enough. 

Under  the  bill  before  us,  an  individ- 
ual who  has  earnings  of  $25,000  or  less 
continues  to  enjoy  a  tax  deduction  for 
his  IRA.  A  married  couple  up  to 
$40,000  can  have  the  same.  But.  unfor- 
tunately, from  that  point  on  the  tax 
deduction  is  phased  out. 

It  makes  little  sense  to  me  that  we 
say  to  a  young  man  or  a  young  woman: 

We  want  you  to  start  saving  now  for  the 
future,  and  as  long  as  you  are  under  $25,000. 
you  can  continue  to  enjoy  a  tax  deduction. 
But  once  you  get  to  $26,000  or  $30,000.  we 
are  going  to  phase  it  out. 

But,  a  person  who  makes  $30,000  or 
$35,000  is  not  wealthy  and  the  same  is 
true  of  the  two  wage  earners  who 
make  $40,000  or  more. 

Again,  as  long  as  you  are  under 
$40,000.  one  can  have  an  IRA  with  a 
tax  deduction,  but  if  your  joint  earn- 
ings are  in  excess  of  that,  the  deduc- 
tion is  phased  out  and  at  $50,000  there 
is  no  deduction  whatsoever. 

Now.  here  again  we  are  penalizing 
those  who  are  ambitious,  who  are 
working  hard  and  succeeding. 

Just  let  me  point  out  that  many 
families  with  two  wage-earners  earn  in 
excess  of  $40,000.  You  can  take  a 
young  blue  collar  worker  at  an  auto- 
mobile plant,  say  a  Chrysler  plant  as 
we  have  in  my  State.  "They  make  as 
much  as  $30,000  to  $33,000  with  over- 
time. The  spouse  can  be  working,  let 
us  say  as  a  schoolteacher,  and  it  is  not 
too  long  before  they  are  over  $50,000 
which  means  that  the  IRA  tax  deduc- 
tion is  no  longer  available  to  them. 

Mr.  President,  I  think  this  is  unfair. 
I  think  it  is  inequitable,  and  I  do  not 
think  it  is  in  the  Nation's  interest.  Be- 
cause if  this  country  is  to  compete  in 
world  markets,  I  think  it  is  critically 
important  that  we  have  individual  sav- 
ings as  a  continuing  source  of  new 
funds,  new  capital. 

The  United  States  for  the  last  many 
years  has  not  saved  as  much  as  her 
competitors.  In  the  case  of  Japan,  it  is 
estimated  that  the  individual  saved  be- 
tween 20  and  24  percent.  Japanese 
leaders  will  tell  you  that  it  is  these  in- 
dividual savings  that  have  enabled 
them  to  buy  the  newest,  the  best  tech- 
nology produced  in  the  world— many 
times  American— and  incorporate  it 
into  their  plants.  By  their  having  the 
most  modern  industrial  facilities  in 
the  world,  they  have  been  able  to 
produce  quality  merchandise  at  prices 
that  are  attractive,  not  only  abroad, 
but  here  at  home.  The  net  effect  of 
that,  of  course,  has  been  the  loss  of 
jobs. 

So  it  seems  to  me  that  we  are  giving 
the  wrong  signal  when  we  back  off  of 
a  program  that  was  for  the  first  time 
beginning  to  provide  some  incentives 
for  savings.  As  I  pointed  out,  the  pro- 
gram had  succeeded.  It  had  succeeded 


with  29  million  American  families  es- 
tablishing an  IRA  for  their  future. 

D  1810 

On  this  question  of  fairness,  as  I 
said.  I  do  not  think  it  is  fair  to  phase 
out  the  IRA's,  but  I  would  also  like  to 
point  out  that  this  tax  package  is  very 
unfair  in  other  ways  to  the  middle- 
and  upper-middle-income  people.  If 
your  income  is  roughly  $40,000  to 
$50,000  one  can  on  average  expect  a 
9.1  tax  cut.  On  the  other  hand,  if  one's 
income  is  $50,000  to  $75,000,  his  tax 
cut  would  only  be  1.7  percent.  So  that 
if  a  family  earnings  rise  from  $49,000 
to  $50,000  their  tax  reduction  drops 
from  9  percent  to  a  little  more  than  1 
percent. 

I  would  also  point  out  that  the 
amount  of  tax  cut  enjoyed  by  those 
over  $200,000  exceeds  those  in  the  cat- 
egory of  $50,000  to  $75,000.  If  your 
income  is  in  excess  of  $200,000.  one 
will  secure  a  tax  cut  of  2.3  percent, 
which  is  far  in  excess  of  the  1.7  for 
those  in  the  $50,000  to  $75,000  or  the  1 
percent  in  the  category  of  $75,000  to 
$100,000.  More  important,  those  with 
earnings  from  $75,000  to  $100,000  will 
pay  a  marginal  rate  of  taxation  of  33 
percent  compared  with  28  percent  for 
those  over  $200,000. 

But.  in  any  event,  there  is  a  basic 
unfairness  in  the  picture  because  not 
only  as  you  move  up  and  beyond 
$40,000  do  you  lose  the  IRA's,  but  you 
also  lose  the  personal  exemption  of 
$2,000.  You  also  lose  when  in  excess  of 
$70,000  the  15  percent  rate  on  your 
first  $30,000  of  income.  So  that  the  net 
effect  of  these  rules  and  regulations 
mean  that  there  is  an  unfairness  for 
those  who  are  dual  wage  earners,  the 
achievers,  the  people  who  have  en- 
joyed upward  mobility. 

Mr.  President,  a  second  reason  that  I 
have  been  concerned  about  this  legis- 
lation is  that  there  is  no  question  but 
the  end  result  is  to  increase  the  cost  of 
capital.  I  mentioned  earlier  that  the 
most  critical  problem  this  country 
faces  is  becoming  competitive  in  world 
markets.  The  new  technologies,  the 
new  information  age  is  restructuring 
our  world  economy.  While  everybody 
says  they  understand  and  recognize  it. 
the  fact  is  that  few  really  appreciate 
its  significance.  Whole  industries  are 
being  transformed  or  changed  in  pro- 
duction techniques.  Unfortunately, 
those  that  do  not  maintain  modern  fa- 
cilities will  be  in  deep  trouble.  Many  of 
us  know  the  problems  that  have  arisen 
in  the  past. 

For  example,  the  automobile  indus- 
try became  noncompetitive  with  its 
antiquated,  obsolete  industrial  facili- 
ties. 

The  Chrysler  plant  in  my  home 
State  -was  threatened  with  a  close- 
down, and  the  loss  of  jobs  because  the 
Japanese  in  particular  and  others  as 
well  had  more  modern  facilities. 
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This  kind  of  situation  is  going  to 
continue  and  not  end.  It  is  going  to 
continue  because  of  this  technological 
revolution.  Those  countries  that  main- 
tain the  most  modern  industrial  facili- 
ties are  going  to  lead  the  world  econo- 
my. Frankly,  today,  there  are  many 
economists  who  think  Japan,  the  Pa- 
cific basin,  including  Taiwan,  South 
Korea,  and  the  other  countries  around 
the  rim  of  Asia  are  in  the  best  position 
to  be  the  industrial  leaders  of  tomor- 
row. 

This  country  cannot  afford  this  to 
happen.  We  not  only  want  jobs  for  the 
young,  jobs  for  the  underemployed, 
and  jobs  for  minorities,  but  we  want  to 
make  certain  that  they  are  well-paid 
jobs.  American  workers  are  the  best 
paid  people  in  the  world.  And  the  only 
way  we  are  going  to  be  able  to  contin- 
ue that,  the  only  way  we  are  going  to 
be  able  to  provide  the  jobs  is  to  make 
certain  that  our  industrial  facilities 
are  the  best,  that  we  rather  than 
somebody  else  incorporate  the  latest 
technology  on  a  continuing  basis  be- 
cause one  of  the  facts  of  this  tehnolo- 
gical  revolution  is  that  change  is  the 
only  constraint.  And  those  countries 
which  have  the  savings,  which  have 
the  funds,  and  the  capital  to  incorpo- 
rate them  first  are  going  to  be  the  in- 
dustrial leaders. 

This  is  important  not  only  from  the 
standpoint  of  jobs,  of  growth,  of  pros- 
perity, but  it  is  important  from  the 
standpoint  of  security  as  well.  I  do  not 
believe  the  United  States  can  continue 
to  be  the  shield  of  a  free  world  if  we 
permit  our  basic  industries  to  deterio- 
rate, to  rust,  and  to  become  obsolete. 
Yet  that  is  what  has  been  happening 
not  only  in  the  automobile  industry  as 
I  have  just  mentioned,  but  in  the  steel 
industry  and  many  other  of  the  basic 
industries  that  are  essential  to  the  na- 
tional security  of  this  country. 

So  it  is  a  matter  of  great  concern  to 
me  when  I  see  that  we  are  adopting 
legislation  that  creates  a  higher  cost 
for  capital.  It  is  my  understanding 
that  the  Policy  Economic  Group  has 
made  an  analysis  of  this  tax  reform 
package  and  found  that  the  estimated 
cost  of  equipment  increases  40  per- 
cent. In  other  words,  increased  cost  of 
capital  necessary  to  modernize  these 
basic  industries  to  keep  this  country 
ahead  will  cost  an  additional  40  per- 
cent over  the  current  cost  of  capital. 

I  might  say  that  the  Policy  Econom- 
ic Group  used  the  same  calculations 
that  are  used  by  the  Treasury.  As  a 
matter  of  fact,  the  Policy  Economic 
Group  runs  these  same  kind  of  models 
for  the  Federal  Treasury. 

One  of  the  reasons  the  cost  of  cap- 
ital is  going  up  is  because  we  are  turn- 
ing our  back  on  savings.  Instead  of  re- 
ducing or  minimizing  the  tax  incen- 
tives for  savings,  we  should  be  expand- 
ing them.  But,  as  I  pointed  out,  we 
backed  off  of  the  IRA  with  respect  to 
many  people,  and  that  in  turn  will 


have  a  negative  impact  on  the  net  sav- 
ings. 

But  the  other  area  that  particularly 
concerns  me  is  the  problem  of  depre- 
ciation. From  the  very  beginning  we 
agreed  that  the  investment  tax  credit 
should  be  eliminated.  I  was  successful 
as  a  member  of  the  Finance  Commit- 
tee to  get  the  committee  to  adopt  a  de- 
preciation schedule  that  would  enable 
business  to  modernize  its  facilities. 

a  1820 

Initially,  I  wanted  to  permit  a  com- 
pany to  expense  half  the  cost  of  new 
equipment.  The  idea  of  expensing  half 
the  cost  of  new  equipment  is  that  it 
provided  a  °  powerful  incentive  to 
people  making  the  business  decisions 
to  keep  their  facilities  modern. 

The  Senate  Finance  Committee  did 
not  adopt  that  amendment  but  a  pro- 
posal which  was  substantially  the 
equivalent.  I  say  that  in  all  humility 
since  it  was  my  amendment.  It  provid- 
ed that  we  call  a  200-percent  declining 
balance  for  equipment  with  lives  of  5 
years. 

What  happened,  going  back  to  the 
problem  that  I  mentioned  earlier,  was 
it  became  essential  that  we  find  new 
sources  of  revenue  to  make  the  tax 
package  revenue  neutral.  So  as  the 
legislation  proceeded  through  the  con- 
ference, time  and  again  we  saw  a  wa- 
tering down  of  the  depreciation  sched- 
ule provided  by  my  amendment.  This 
was  done  by  a  number  of  means  such 
as  moving  equipment  into  categories 
where  the  depreciation  could  only  be 
taken  over  a  long  period  of  time. 

The  net  result  of  these  and  other 
changes  means  that  the  increased  cost 
of  capital  is  something  like  40  percent 
at  the  very  time  we  are  being  chal- 
lenged internationally  as  to  our  com- 
petitiveness. The  implications  of  this 
are  indeed  serious,  because,  as  I  said 
earlier,  we  shall  not  be  able  to  provide 
meaningful  jobs,  meaningful  jobs  that 
pay  well,  unless  our  industrial  facili- 
ties are  the  very  best  to  be  found  any- 
where. 

Mr.  President,  there  are  other  areas 
that  concern  me  about  this  legislation. 
Like  Senator  Danforth,  I  am  bothered 
by  matters  like  retroactivity.  I  am  con- 
cerned that  Federal  employees,  all 
those  who  have  retired  since  July,  find 
that  their  pension  is  subject  to  tax- 
ation even  though  they  have  already 
paid  taxes  on  their  contributions  to 
their  pension  program. 

Under  current  law.  these  employees 
get  tax  free  over  a  3-year  period  what 
they  have  contributed  to  the  pension 
on  the  grounds  that  that  much  money 
has  already  been  taxed  once  and  it  is 
not  fair  to  have  double  taxation.  With 
that  I  agree.  I  would  not  have  changed 
it. 

But  if  we  are  going  to  change  it. 
when  you  are  involving  people  in  re- 
tirement, it  seems  unfair  to  make  it 
retroactive,  instead,  the  humane  way. 


the  compassionate  way.  if  we  were  to 
choose  that  course,  is  to  phase  it  in 
over  a  number  of  years. 

There  is  one  other  matter  that  I 
would  like  to  briefly  mention  because, 
again,  it  goes  to  our  competitiveness. 
That  is  research  and  development.  I, 
too,  regret  that  we  reduce  the  amount 
of  credit  in  this  area  because  we  are  al- 
ready losing  our  technological  lead 
over  other  countries.  I  think  it  is  criti- 
cally important  that  we  do  all  we  can 
to  provide  incentives  both  in  the  pri- 
vate sector  as  well  as  in  Government 
itself  to  expand  and  enhance  our  re- 
search effort. 

Mr.  President,  in  saying  these 
things,  I  do  want  to,  in  closing,  say 
that  I  appreciate  the  strong  leadership 
that  Chairman  Packwood  has  given  in 
this  drafting  of  legislation.  As  I  said 
earlier,  I  think  the  difference  in  this 
legislation  could  have  been  corrected 
if  we  had  been  able  to  introduce  new 
sources  of  revenue.  But,  unfortunate- 
ly—and this  was  not  the  fault  of  Sena- 
tor Packwood— but  that  of  the  admin- 
istration—we could  not  do  so,  and,  con- 
sequently, to  keep  the  goal  of  making  \ 
the  tax  reform  revenue  neutral  some 
very  tough  and,  I  think,  in  many  cases, 
unfortunate  decisions  had  to  be  made. 

I  suspect  that  next  year— because 
there  is  no  doubt  in  my  mind  that  this 
legislation  will  become  law— we  will  re- 
visit many  of  these  problems  in  what 
will  be  a  major  technical  correction. 

Again,  Mr.  President,  I  regret  that  I 
cannot  support  this  tax  reform  as  one 
who  has  been  a  leader  in  the  tax 
reform  movement  from  the  begirming. 
But  I  cannot  as  I  think  the  most  im- 
portant problem  this  country  faces  is 
to  create  the  kind  of  policies  that  will 
create  an  environment  of  growth  in 
the  world  of  tomorrow. 

I  yield  the  floor. 

Mr.  MITCHELL  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Maine. 

Mr.  MITCHELL.  Mr.  President,  for 
almost  2  years  Congress  has  been 
working  on  legislation  to  reform  our 
Federal  system  of  taxation.  It  has 
been  a  long  and  difficult  process  that 
has  taken  many  turns. 

Several  times  during  the  process,  tax 
reform  appeared  dead.  Yet  the  bill  has 
survived  because,  regardless  of  its 
many  shortcomings,  the  basic  objec- 
tive of  a  fairer  tax  system  endured. 
The  conference  agreement  before  us 
today  has  been  changed  in  many  re- 
spects from  the  bill  that  was  approved 
by  the  Senate  in  June. 

In  many  instances.  I  do  not  agree 
with  those  changes,  just  as  I  did  not 
agree  with  many  provisions  in  the  bill 
as  it  passed  the  Senate. 

But.  clearly,  in  any  legislation  as 
complex  and  comprehensive  as  tax 
reform,  every  Member  will  find  provi- 
sions that  are  unacceptable.  That  is 
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certainly  true  of  this  bill.  Even  the 
chairman  of  the  respective  taxwriting 
committees  and  other  leaders,  like 
Senator  BRADLry,  all  of  whom  played 
such  an  extraordinary  role  in  drafting 
this  legislation,  have  made  it  clear 
that  they  do  not  support  every  single 
provision. 

I  find  much  in  this  bill  that  is  trou- 
bling, but,  on  balance.  I  believe  the 
Tax  Reform  Act  of  1986  is  a  good  bill 
that  will  make  the  tax  system  fairer. 
For  that  reason.  I  intend  to  vote  for 
this  act. 

Perhaps  no  aspect  of  Federal  policy 
has  as  much  impact  on  the  daily  lives 
of  the  American  people  as  the  Federal 
income  tax  system.  For  many  Ameri- 
cans, the  tax  system  is  the  only  direct 
contact  they  have  with  their  Federal 
Government.  It  is,  thus,  an  important 
factor  that  helps  form  their  attitude 
toward  Government. 

Yet,  annual  surveys  of  public  atti- 
tudes toward  Government  and  taxes 
have  found  that  the  Federal  income 
tax  has  in  recent  years  become  the 
least  liked  tax. 

According  to  the  Advisory  Commis- 
sion on  Intergovernmental  Relations. 
1986  marks  the  eighth  year  in  a  row 
the  public  has  selected  the  Federal 
income  tax  as  the  worst  tax.  The 
American  people  believe  it  is  less  fair 
than  State  and  local  income,  property, 
and  sales  taxes. 

This  increasing  disrespect  for  the 
Federal  tax  system  results  from  the 
pervasive  attitude  that  marginal  tax 
rates  are  too  high  and  tax  avoidance 
too  common. 

What  the  American  people  must 
object  to  is  their  paying  taxes  while 
others  are  not  paying  their  fair  share. 

Tax  reform  attempts  to  address 
these  problems  by  eliminating  a 
number  of  special  tax  breaks  and  re- 
stricting others,  in  return  for  lower 
marginal  tax  rates  for  everyone.  The 
result  will  be  a  tax  system  which  en- 
sures that  all  individuals  and  corpora- 
tions pay  a  level  of  tax  that  corre- 
sponds to  their  income. 

I  am  pleased  that  the  tax  reform  bill 
before  us  today  removes  over  6  million 
low-income  families  from  the  income 
tax  rolls  through  increases  in  the 
standard  deduction,  the  personal  ex- 
emption, and  the  earned  income  tax 
credit. 

I  am  also  pleased  that  tax  reform 
will  ensure  that  taxpayers  with  similar 
amounts  of  income  will  pay  similar 
amounts  of  tax.  No  longer  will  we  hear 
distresssing  stories  of  very  wealthy  in- 
dividuals investing  in  tax  shelters  to 
avoid  income  tax.  With  a  much  tough- 
er minimum  tax  and  new  restrictions 
on  tax  shelters,  this  bill  will  ensure 
that  those  who  have  the  means  to  pay 
do  in  fact  pay  taxes. 

The  30.000  people  with  income  in 
excess  of  $250,000  a  year  who  paid  vir- 
tually no  taxes  in  1983  will  now  have 
to  pay  some  portion  of  their  share. 


Finally,  the  more  rational  cost  recov- 
ery system  and  tax  accounting  rules 
that  are  part  of  tax  reform  will  reduce 
the  distorting  role  tax  considerations 
play  in  business  decision  making. 

Under  the  current  system  of  invest- 
ment tax  incentives,  the  Federal  Gov- 
ernment has  injected  itself  into  pri- 
vate sector  investment  decisions. 
Through  a  crazy  quilt  of  tax  incen- 
tives, the  Federal  Government  has  at-, 
tempted  to  direct  investment  into 
areas  that  the  free  market  would  oth- 
erwise not  support.  The  result  has 
been  a  steady  decline  in  corporate 
income  tax  collections,  widespread  cor- 
porate income  tax  avoidance,  and  less 
than  optimum  aggregate  investment 
in  the  economy. 

Tax  reform  will  increase  the  role  of 
the  free  market  in  business  decisions, 
providing  for  a  more  efficient  alloca- 
tion of  investment  resources  into  those 
areas  that  produce  a  greater  return. 

While  I  am  strongly  supportive  of 
these  changes  in  investment  incentives 
and  limitations  on  tax  shelters,  I  nev- 
ertheless regret  the  way  we  have  gone 
about  some  of  these  decisions.  I  am 
also  deeply  concerned  about  the  effect 
tax  reform  could  have  on  investment 
in  low-income  housing. 

Perhaps  no  aspect  of  the  current  tax 
system  is  as  unseemly  as  the  incen- 
tives that  encourage  otherwise  ration- 
al people  to  invest  in  order  to  lose 
money.  This  is  particularly  the  case 
with  real  estate,  where  overly  gener- 
ous depreciation  and  improper  ac- 
counting rules  encourage  the  forma- 
tion of  limited  partnerships  designed 
to  produce  large  tax  losses  for  inves- 
tors. Nowhere  is  this  more  true  than 
investment  in  low-income  housing,  an 
area  where  Congress  has  by  design  en- 
couraged wealthy  people  to  invest  for 
the  tax  losses  that  are  generated. 

I  support  the  changes  in  tax  reform 
that  will  make  the  system  of  real 
estate  depreciation  less  generous  and 
restrict  losses  from  tax  shelter  activi- 
ties. But  I  cannot  support  the  means 
by  which  we  have  changed  current 
law.  It  is  simply  not  fair  for  the  Feder- 
al Government  to  entice  investors  into 
these  deals  and  then  change  the  rules 
in  the  middle  of  the  game. 

It  is  particularly  wrong  to  deny  tax 
losses  for  investments  previously  made 
in  low-income  housing  where  investors 
are  limited  in  the  rents  that  may  be 
charged  and  where  appreciation  in  the 
value  of  the  property  is  unlikely.  The 
Federal  Government  promised  these 
investors  tax  losses  in  lieu  of  rental 
income.  It  is  wrong  to  suddenly  deny 
these  losses  as  part  of  tax  reform. 

While  I  am  pleased  this  bill  includes 
a  general  transition  rule  for  all  passive 
losses  and  another  transition  rule  for 
low-income  housing,  I  do  not  believe 
either  rule  is  fair  or  efficient. 

By  making  changes  which  have  a 
retroactive  effect  on  past  investment 
decisions.  Congress  will  undermine  the 


effort  to  increase  taxpayers  respect 
for  the  tax  laws. 

This  problem  also  occurs  in  another 
area  of  the  tax  bill  dealing  with  the 
tax  treatment  of  retirement  benefits 
for  Government  employees.  Under 
current  law,  the  3-year  basis  recovery 
rule  determines  the  taxation  of  work- 
ers who  receive  retirement  benefits 
funded  both  by  their  own  contribu- 
tions and  contributions  from  their  em- 
ployers. 

The  3-year  basis  recovery  rule  treats 
up  to  the  first  3  years  of  pension  bene- 
fits as  a  nontaxable  return  of  the  em- 
ployee's pension  contribution.  For  the 
most  part,  this  rule  only  applies  to 
Federal,  State,  and  local  government 
employees  because  few  private-sector 
workers  are  required  to  contribute  to 
their  pension  system. 

The  tax  bill  repeals  the  3-year  basis 
recovery  rule  on  a  retroactive  basis 
back  to  July  1.  That  is  simply  wrong 
and  unfair.  Regardless  of  what  one 
thinks  is  the  proper  rule  for  taxing 
these  retirement  benefits,  the  change 
should  be  made  on  a  prospective  basis 
to  give  workers  an  opportunity  to  plan 
for  the  change  in  tax  treatment. 

In  the  Senate  bill,  we  delayed  the 
full  application  of  the  new  rule  until 
1989. 

Thousands  of  Federal,  State,  and 
local  government  employees  nearing 
retirement  relied  on  the  Senate  bill  to 
delay  their  retirement,  with  the  un- 
derstanding that  Congress  would  not 
change  the  rule  retroactively.  Unfor- 
tunately, their  confidence  in  the  ap- 
propriateness of  our  decisionmaking 
has  been  shaken  by  the  decision  of  the 
conference  committee  to  make  the 
new  rule  retroactive  to  July  1,  1986. 

It  is  my  hope  that  we  can  take  an- 
other look  at  this  issue  next  year  and 
correct  the  problem  by  at  least  insti- 
tuting a  phase-in  of  the  new  tax  treat- 
ment. 

A  recent  Joint  Economic  Committee 
report  revealed  that  .5  percent  of 
American  families— 440,000  out  of  88 
million  families— control  25  percent  of 
the  net  worth  in  the  country,  with  a 
minimum  net  worth  in  that  category 
of  $2.5  million  an  average  net  worth 
per  family  of  $8.35  million. 

It  is  these  families  who  can  rear- 
range their  investment  assets  in  order 
to  create  passive  income,  such  as  from 
rental  real  estate,  to  offset  passive 
losses.  As  an  example,  a  wealthy 
family  will  be  able  to  create,  through 
appropriate  investments,  $1  million  of 
passive  income  enabling  them  to  use 
$1  million  of  passive  loss,  thus  shelter- 
ing the  $1  million  of  passive  income 
entirely.  The  family  would  only  pay 
tax  at  28  percent  on  earned  income, 
portfolio  income  or  excess  passive 
income. 

The  tax  bill  severely  restricts  the 
ability  of  those  who  (one  analyst  de- 
scribed as)  the  "working  rich,"  that  is 
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executives  and  professionals  who  earn 
$70,000  to  $200,000  per  year,  and  there 
those  in  the  middle  class,  from  using 
passive  losses  in  the  same  way.  They 
do  not  have  the  capital  to  create  pas- 
sive income,  and  their  use  of  leverage 
to  make  such  investments,  in  order  to 
create  passive  income,  it  limited  by  the 
deductibility  limitations  on  interest. 
As  an  example,  following  the  phase-in 
period,  a  professional  with  $200,000 
earned  income  will  pay  taxes  at  the 
rate  of  28  percent  on  his  full  income, 
and  if  he  has  $200,000  of  passive  losses 
and  no  passive  income,  he  carmot  use 
those  losses  at  all. 

I  am  concerned  that  this  bill  could 
create  a  situation  where  it  will  be 
more  worthwhile  to  have  passive 
income— tax-free  due  to  passive 
losses— than  to  have  primary  business 
income  from  an  active  trade  or  busi- 
ness, the  opposite  result  of  the  stated 
goals  of  the  bill. 

PROGRESSIVITY  OF  THE  FEDERAL  TAX  SYSTEM 

While  I  shall  vote  for  the  conference 
agreement  on  tax  reform,  I  believe  it  is 
fundamentally  flawed  in  one  major  re- 
spect. I  am  deeply  disappointed  that 
this  legislation  abandons  our  historic 
commitment  to  a  progressive  system 
of  Federal  income  taxation.  The  essen- 
tially flat  rate  structure  of  this  bill, 
with  a  marginal  tax  rate  that  actually 
declines  with  income,  is  inconsistent 
with  basic  American  concepts  of  fair- 
ness. 

I  hoped  that  the  conferees  would 
correct  this  problem  and  provide  more 
tax  relief  to  the  middle  class  rather 
than  to  those  with  higher  incomes. 
But  they  did  not.  This  legislation  pre- 
serves the  approach  in  the  Senate  bill 
and  continues  to  give  a  windfall  to  the 
wealthy.  This  is  a  problem  that  can  b^, 
must  be  and,  I  believe  ultimately  will 
be  corrected.  Unfortunately  this  is  our 
only  chance  to  enact  the  many  other 
tax  law  changes  that  are  true  reform. 

Although  I  am  mindful  of  the  diffi- 
culty of  changing  tax  rates  so  soon 
after  enacting  tax  reform,  I  believe 
the  next  Congress  will  come  to  appre- 
ciate the  basic  flaw  of  the  tax  rate 
structure  in  this  bill. 

Tax  refcMTn  offers  a  promise  to  the 
American  people  of  a  fairer  tax  system 
that  relates  tax  liability  to  the  ability 
to  pay.  But  regardless  of  the  restric- 
tions this  bill  imposes  on  tax  avoid- 
ance, the  American  people  will  not 
support  an  essentially  flat  rate  tax 
system. 

I  regret  that  the  American  people 
will  not  see  this  bill  as  tax  reform 
when  they  realize  that  it  puts  factory 
workers,  nurses,  and  secretaries  with 
taxable  income  of  $18,000  in  the  same 
tax  bracket  as  those  earning  $200,000 
a  year,  or  even  $2  million  a  year. 

When  the  American  people  discover 
that  the  new  tax  system  will  cut  the 
taxes  of  the  wealthiest  individuals  by 
20  and  30  percent,  they  will  be  sorely 
disappointed  with  this  legislation. 


The  proponents  of  tax  reform  hail 
this  bill  as  a  tribute  to  progressive  tax- 
ation. In  my  judgment,  they  are 
simply  wrong.  Admittedly,  the  pro- 
gressivity  of  a  tax  system  is  an  elusive 
concept  that  can  be  measured  in  dif- 
ferent ways.  But  by  virtually  any 
standard,  this  bill  reduces  progressiv- 
ity  in  our  tax  system. 

Proponents  also  like  to  point  to  fig- 
ures which  measure  the  distribution  of 
the  percentage  change  in  income  tax 
liability.  Over  and  over  again  we  heard 
during  the  debate  that  a  bill  which 
gives  the  lowest  income  group  a  66- 
percent  reduction  in  taxes  compared 
to  the  2.3  percent  reduction  going  to 
the  highest  income  group  must  be  pro- 
gressive. 

By  giving  all  taxpayers  an  average 
tax  cut  of  6  percent  compared  to  the  2 
percent  going  to  the  highest  income 
taxpayers,  this  legislation,  they  say, 
will  result  in  the  highest  income 
paying  a  greater  share  of  overall  tax 
liability.  From  that  narrow  perspec- 
tive, and  that  narrow  perspective  only, 
this  bill  may  be  described  as  progres- 
sive. 

But  too  much  attention  is  focused 
on  measuring  this  aspect  of  the  bill. 
The  percentage  reduction  in  taxes  re- 
ceived by  each  income  group  does  not 
tell  the  entire  story.  Indeed,  it  pre- 
sents a  misleading  assessment  of  the 
impact  of  tax  reform. 

While  it  is  true  that  the  wealthiest 
Americans  will  be  paying  a  higher 
share  of  the  total  amount  of  income 
taxes,  it  is  a  higher  share  of  a  very 
much  reduced  base.  We  have  decided 
to  cut  what  is  the  most  progressive  tax 
in  the  Federal  revenue  system  by  $120 
billion.  The  richest  may  pay  a  larger 
share  of  taxes,  but  it  will  be  a  larger 
share  of  a  much  smaller  base. 

Congress  has  decided  to  take  tough 
action  to  restrict  the  amount  of  losses 
from  tax  shelters.  That  action  will  in- 
crease the  tax  liabilities  of  the  less 
than  one-half  of  all  high  income  tax- 
payers who  now  shelter  a  substantial 
proportion  of  their  income.  That  is  ap- 
propriate; it  is  what  we  would  expect 
from  tax  reform. 

But  the  other  one-half  of  high 
income  taxpayers  who  do  not  shelter 
their  income  will  receive  enormous  tax 
cuts.  According  to  figures  prepared  by 
the  Joint  Committee  on  Taxation, 
under  this  bill  390,000  taxpayers  with 
incomes  over  $200,000  a  year  will  re- 
ceive a  tax  cut  which  will  average 
$50,000  in  the  first  year  in  which  this 
bill  goes  into  effect. 

I  asked  the  Joint  Committee  on  Tax- 
ation to  prepare  tables  on  the  distribu- 
tional effects  of  tax  reform  which  dis- 
tinguish between  those  taxpayers  with 
passive  losses  and  those  without  pas- 
sive losses.  These  tables  show  that  for 
taxpayers  who  do  not  shelter  their 
income,  the  highest  Income  group  re- 
ceives a  larger  percentage  tax  cut  than 
any  other  income  group  over  $20,000. 


The  highest  income  group  gets  the 
largest  percentage  tax  cut. 

These  same  taxpayers  also  receive  a 
greater  increase  in  after  tax  income 
than  any  other  group.  In  fact,  those 
taxpayers  in  the  above  $200,000 
income  group  who  do  not  have  passive 
losses  will  experience  an  increase  in 
after  tax  income  that  is  five  times  as 
much  as  the  increase  going  to  all 
middle-income  groups. 

This  is  the  essential  problem,  one 
major  flaw  with  the  bill.  The  wealthi- 
est Americans  will  receive  am  enor- 
mous tax  windfall,  a  windfall  that  is 
neither  justified  nor  necessary. 

The  U.S.  Government  will  incur  a 
deficit  this  year  of  almost  $230  billion. 
In  our  struggle  to  deal  with  this  deficit 
over  the  past  few  years.  Congress  has 
been  raising  excise  taxes,  selling  gov- 
ernment assets,  and  slashing  health 
and  welfare  programs.  At  the  same 
time  we  are  about  to  enact  a  tax 
reform  bill  that  will  give  the  390,000 
wealthiest  Americans  an  average  tax 
cut  of  $50,000.  That  simply  does  not 
make  sense,  and  I  defy  anyone  to 
stand  up  and  tell  us  why  it  makes 
sense. 

The  reason  for  this  excessive  tax  cut 
is  the  28  percent  top  rate.  That  rate  is 
simply  too  low  for  those  with  the 
highest  incomes. 

Let  me  make  it  clear  that  I  favor 
lower  tax  rates. 

As  a  long  time  proponent  of  tax 
reform  who  worked  hard  to  get  a  bill 
through  the  Senate  Finance  Commit- 
tee, I  strongly  support  a  reduction  in 
tax  rates  which  I  believe  will  establish 
a  fairer  tax  system  and  benefit  the 
economy. 

But  too  much  of  anything  is  not 
good.  And  a  28-percent  top  tax  rate  is 
simply  too  much  of  a  rate  cut  for 
those  in  the  very  highest  brackets. 
There  is  nothing  magic  about  this  tax 
rate,  it  will  not  serve  to  stem  the  tide 
of  special  interests  looking  for  tax 
relief.  And  it  will  not  serve  to  restore 
the  confidence  of  the  American  people 
in  the  tax  system. 

I  am  particularly  disappointed  in  the 
decision  of  the  conferees  to  retain  the 
myth  that  the  top  rate  in  tax  reform 
is  28  percent  for  all  Americans.  That  is 
not  true.  We  know  that  not  to  be  the 
case.  Middle-income  taxpayers  will 
have  a  28-percent  rate.  But  those  with 
incomes  between  $72,000  and  $192,000 
will  have  a  33-percent  tax  rate  because 
of  the  phaseouts  of  the  lower  bracket 
and  personal  exemptions.  Above 
$192,000  the  rate  drops  back  to  28  per- 
cent. Thus  for  the  first  time  in  Ameri- 
can history,  tax  rates  will  decline  as 
income  rises. 

I  carmot  understand  what  interest  is 
served  by  adopting  a  tax  rate  structure 
where  marginal  rates  decline  as 
income  rises.  Certainly  the  less  than 
one-half  of  1  percent  of  the  population 
who  will  benefit  from  this  rate  decline 
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are  not  asking  for  special  protection. 
We  did  not  have  before  our  committee 
representatives  of  the  one-half  of  1 
percent  of  the  wealthiest  Americans 
who  asked  for  this.  No  one  suggests 
that  a  28  percent  top  rate  for  million- 
aires and  a  33-top  rate  for  someone 
who  makes  $150,000  is  the  fair  thing 
to  do.  I  have  not  heard  any  argument 
advanced  that  this  will  promote  eco- 
nomic growth  or  achieve  some  other 
laudable  objective.  There  has  never 
been  an  explanation  for  it. 

Instead,  it  will  simply  serve  to  under- 
mine our  efforts  to  restore  confidence 
in  the  federal  system  of  taxation. 

AFTER  TAX  INCOME 

Although  much  attention  has  been 
focused  on  the  percentage  cut  in 
income  taxes  this  bill  would  give  each 
income  class,  a  better  measure  of  the 
progressivity  of  tax  reform  is  what 
effect  it  will  have  on  after-tax  income. 
How  will  tax  reform  affect  the  take 
home  pay  of  each  taxpayer  after  Fed- 
eral taxes  have  been  deducted? 

This  is  probably  the  single-most  re- 
alistic and  effective  measure  of  this  or 
any  other  tax  legislation. 

Tax  reform  can  result  in  the  highest 
income  groups  paying  a  greater  share 
of  the  tax  burden  when  measured 
from  the  percentage  change  in  tax  li- 
ability. Yet,  the  legislation  would  still 
be  regressive  if  such  a  tax  reduction 
results  in  the  wealthy  receiving  a 
larger  increase  in  after-tax  income. 
The  concentration  in  after-tax  income 
would  actually  increase  even  as  the 
wealthest  Americans  pay  a  greater 
share  of  the  income  tax  burden. 

And  that  is  precisely  what  this  bill 
does.  The  figures  I  just  cited  from  the 
Joint  Tax  Committee  show  that  the 
highest  income  group  without  passive 
losses  will  receive  a  far  larger  increase 
in  after-tax  income  than  any  other 
income  group  of  Americans  regardless 
of  their  incomes. 

Looking  at  all  taxpayers— those  with 
and  those  without  losses  from  tax 
shelter  activities— the  tables  prepared 
by  the  Joint  Tax  Committee  show 
that  the  highest  income  group  contin- 
ues to  receive  an  increase  in  after-tax 
income  similar  to  that  received  by  all 
other  income  groups. 

The  largest  increase  in  after-tax 
income  goes  to  the  highest  income 
earners.  It  is  they  who  will  reap  the 
greatest  benefit  from  tax  reform.  I  re- 
alize this  is  a  difficult  concept  to  un- 
derstand but  it  is  the  most  accurate 
measure  of  who  benefits  the  most 
from  this  legislation  with  its  top  tax 
rate  of  28  percent. 

Let  me  give  an  example  of  this  using 
a  taxpayer  with  $10,000  of  income  who 
now  pays  $100  of  tax  and  a  taxpayer 
with  $1  million  of  income  who  now 
pays  $200,000  of  tax. 

A  20-percent  tax  cut  for  the  former 
will  yield  $20  of  tax  savings  and  in- 
crease his  after-tax  income  by  less 
than  two-tenths  of  1  percent.  In  con- 


trast, providing  only  one-half  the  tax 
cut  to  the  wealthier  taxpayer  will  cut 
his  taxes  by  $20,000  and  increase  his 
after-tax  income  by  more  than  2  per- 
cent. 

In  this  example,  what  appears  to  be 
a  progressive  tax  cut  that  gives  the 
$10,000  taxpayer  twice  as  much  a  per- 
centage tax  reduction  as  the  $1  million 
taxpayer  is  actually  a  regressive  tax 
cut  that  gives  the  wealthier  taxpayer 
more  than  10  times  the  increase  in 
after-tax  income  than  the  lower 
income  taxpayers. 

Although,  the  magnitude  of  the 
numbers  is  different,  much  the  same 
effect  is  occurring  with  this  tax 
reform  bill.  The  greatest  benefit  is 
going  to  the  wealthiest  individuals 
who  have  not  engaged  in  extensive  tax 
sheltering  in  the  past. 

Mr.  President,  as  I  said  earlier.  I  am 
pleased  this  bill  removes  over  6  million 
lower-income  Americans  from  the  tax 
rolls.  But  we  should  not  overestimate 
the  value  of  this  change,  which  essen- 
tially puts  these  taxpayers  back  to 
where  they  were  in  1977. 

The  66  percent  average  tax  reduc- 
tion going  to  the  under  $10,000  income 
group  is  worth  on  average  only  about 
$45.  At  the  same  time,  the  average  2.3 
percent  reduction  in  taxes  going  to  the 
above  $200,000  taxpayer  is  worth  on 
average  almost  $3,000.  That  is  all  tax- 
payers above  $200,000. 

D  1850 

Finally,  I  would  like  to  point  out 
that  regardless  of  the  figures  I  have 
just  cited,  a  tax  system  which  estab- 
lishes an  essentially  flat  rate  bracket 
system  is  manifestly  not  progressive. 

Regardless  of  the  valuable  changes 
we  are  making  in  this  bill  to  limit  tax 
avoidance  by  individuals  and  corpora- 
tions—changes which  lead  me  to  con- 
clude that  I  should  vote  for  it  despite 
my  strong  reservations  as  just  de- 
scribed—a tax  system  that  requires  in- 
dividuals with  $18,000  of  taxable 
income  to  pay  the  same  marginal  tax 
rate  as  another  individual  who  is  earn- 
ing a  million  dollars  is  neither  fair  nor 
progressive. 

CONCLUSION 

In  spite  of  the  serious  reservations  I 
have  expressed  with  regard  to  the  pro- 
gressivity of  this  legislation.  I  intend 
to  vote  for  it  because  it  includes  much 
that  is  good. 

In  my  judgment,  this  will  be  our 
only  opportunity  to  enact  tax  reform. 
We  will  not  be  given  another  chance 
to  restrict  the  hundreds  of  special  tax 
breaks  included  in  this  bill  in  return 
for  lower  marginal  tax  rates.  If  we 
defeat  the  bill  today,  after  these  many 
months  of  difficult  work,  tax  reform 
will  be  dead.  We  will  not  soon  return 
to  the  process. 

However,  we  will  have  an  opportuni- 
ty next  year  to  turn  to  the  fundamen- 
tal question  of  what  is  a  proper  rate 
structure  in  our  tax  system.  For  the 


last  several  years.  Congress  has  re- 
sponded to  the  serious  fiscal  problem 
of  large  budget  deficits  by  increasing 
excise,  payroll,  and  use  taxes,  none  of 
which  are  related  to  ability  to  pay. 
These  regressive  levies  will  be  consid- 
ered again  in  future  Congresses,  as  will 
a  broad-based  consumption  tax. 

If  Congress  decides  to  increase  reve- 
nues as  a  means  of  addressing  the  defi- 
cit problem.  I  intend  to  make  sure  it 
has  an  opportunity  to  consider  a  pro- 
gressive revision  in  the  income  tax 
structure  that  is  established  in  this 
bill. 

Mr.  President,  I  conclude  by  com- 
mending all  those  who  played  an  im- 
portant part  in  this  bill:  The  distin- 
guished chairman  of  the  committee. 
Senator  Packwood;  the  ranking  mi- 
nority member.  Senator  Long;  Senator 
MoYNiHAN.  and  Senator  Bradley. 

I  ask  unanimous  consent  to  have 
tables  prepared  by  the  Joint  Commit- 
tee on  Taxation  printed  in  the  Record. 

There  being  no  objection,  the  tables 
were  ordered  to  be  printed  in  the 
Record,  as  follows: 

Table  \.— Distributional  effects  of  the 
conference  agreement.  1988 

Income  class  (thousands    Percentage     change     in 
of  1986  dollars).  income  tax  liability 

0  to  $10 -65.1 

$10  to  $20 -  22.3 

$20  to  $30 -9.8 


Septembe 

$200  plus 


$30  to  $40 

$40  to  $50 

$50  to  $75 

$75  to  $100... 
$100  to  $200. 
$200  plus 


-7.7 
-9.1 
-1.8 
-1.2 
-2.2 
-2.4 


Total -6.1 

Joint  Committee  on  Taxation.  Sept.  26.  1986. 

TABLE  2  -PERCENTAGE  OF  INCOME  TAX  LIABILITY  FOR 
PRESENT  LAW  AND  THE  CONFERENCE  AGREEMENT,  BY 
INCOME  CLASS.  1988 


Income  dass  (thousands  ot  1986  dollats) 


Percentage  ot  income  ta 
liatKlity 


Present  law 


Contetence 
agreement 


less  tlian  {10   - 

JIO  to  J20  

$20  to  $30  

$30  to  $40  

$40  to  $50 

$50  to  $75 
$75  to  $100 
$100  to  $200 
$200  and  atiove  . 

Total 


06 
64 
118 
120 
109 
162 
67 
119 
234 


02 
53 
113 
118 
10  6 
16  9 
71 
12  4 
24  3 


1000 


1000 
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Table  3.— Percentage  change  in  Federal 
income  and  Social  Security  tax  liability, 
1988 

Income  class  (thousands  Percentage  change  in 
of  1986  dollars).  combined  taxes 

0  to  $10 - 16.2 

$10  to  $20 - 11.9 

$20  to  $30 -5.9 

$30  to  $40 -4.8 

$40  to  $50 -5.9 

$50  to  $75 - 1.3 

$75  to  $100 - 1.0 

$100  to  $200 - 1.9 


Total .. 
Joint  Commi 

Table  4.— i 

Income  class  ( 
of  1986  dolla 

OtO$10 

$10  to  $20.... 
$20  to  $30 .... 
$30  to  $40 .... 
$40  to  $50 .... 
$50  to  $75 .... 
$75  to  $100  .. 
$100  to  $200 
$200  plus 

Total .. 
Joint  Commi 


TABLE  5.-DIS1 


Income  class  (thous 


0  to  $10  

$10  to  $20 - 

$20  to  $30 _ 

$30  to  $40 ™ 

$40  to  $50 

$50  to  $75       

$75  to  $100       .... 

$100  to  $200 

$200  plus _.. 

Total 

loint  Committee  on 


TABLE  6.-DIS1 


Income  class  (ttious 


0  to  $10 

$10  to  $20 _. 

$20  to  $30 

$30  to  $40 

$40  to  $50 ;.._. 

$50  to  $75  

$75  to  $100       .._ 

$100  to  $200 

$200  plus 

Total   

Joinl  Comnuttee  w 
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$200  plus. 


-2.4 


06 

02 

64 

53 

118 

113 

12  0 

118 

109 

10  6 

162 

169 

67 

71 

119 

124 

234 

24  3 

1000 


100  0 


in    Federal 
tax  liability. 

e     change     in 
!cl  taxes 

-16.2 

-11.9 

-5.9 

-4.8 

-5.9 

-1.3 

-1.0 

-1.9 


Total -4.4 

Joint  Committee  on  Taxation,  Sept.  26,  1986. 

Table  A.— Percentage  change  in  after-tax 

income,  1988 

Income  class  (thousands    Percentage     change     in 

of  1986  dollars).  after-tax  income 

0  to  $10 1.0 

$10  to  $20 1.5 

$20  to  $30 .'. 1.0 

$30  to  $40 9 

$40  to  $50 1.3 

$50  to  $75 3 

$75  to  $100 2 

$100  to  $200 6 

$200  plus S 

Total 9 
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TABLE  5.-DISTRIBUTI0NAL  EFFECTS  OF  THE  CONFERENCE 
AGREEMENT,  1988 


Incom  class  (thousands  ot  1986  Mlars) 


Pdcentage  clunge  m  income 
tai  liability  toe  taxpayers 


0  to  JIO     

JlOlo$20 

$20  10  $30  ..., 
$30  to  $40    ... 

$40  10  $50  

$50  to  $75 

$75  to  $100  ., 
$100  to  $200. 
$200  plus     ,,- 

Total 


With  pass:w 

W.thotjl 

losses 

passive  losses 

1;      im* 

-66  5 

4..t    .  -I2.< 

-225 

4  7 

-10  4 

8.1 

-89 

« 

-102 

UJ 

41 

m 

-64 

186 

-101 

13  3 

-140 

13  5 
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TABLE  6.-0ISTRIBUTI0NAL  EFFECTS  OF  THE  CONFERENCE 
AGREEMENT,  1988 


Income  class  (thousands  ot  1986  dollars) 

Percentage  change  m  atler  tai 
income  lor  taxpayers 

With  passive 
losses 

Without 
passive  losses 

0  to  $10                    - -.. .. 

0.7 
.4 
-J 
-.» 
-.4 
-1.* 
-14 
-34 
-3,3 

10 

$10  to  $20  

$20  to  $30 

$30  to  $40    „ 

$40  to  $50 i 

$50  to  $75 „ 

$75  to  $100 

$100  to  $200 - 

$200  plus        

Total 

-22 

15 

Joint  Comnutlee  on  Taxation.  Sept  25.  1986. 


Mr.  LONG.  Mr.  President,  I  rise  to 
support  the  conference  report.  It  was 
the  privilege  of  this  Senator  to  hear 
the  statement  of  the  Senator  from 
Missouri  [Mr.  Danforth],  whom  I 
admire  very  much.  I  enjoyed  what  he 
had  to  say,  and  I  agreed  with  some  of 
it.  Much  of  the  Senator's  argument 
had  to  do  with  economic  growth. 

I  would  point  out  that  this  was  never 
envisioned  as  a  bill  to  stimulate  eco- 
nomic growth.  The  President  tells  us 
that  the  bill  will  stimulate  economic 
growth.  The  present  Secretary  of  the 
Treasury  and  the  former  Secretary  of 
the  Treasury.  Mr.  Baker  and  Mr. 
Donald  Regan— both  of  whom  were 
outstanding   businessmen,   leaders  of 


American  business  and  industry  and 
outstanding  servants  of  Government- 
assure  us  that  this  bill  will  stimulate 
growth  rather  than  reach  those  ends 
feared  by  the  Senator  from  Missouri. 

Mr.  President,  if  that  should  be  a 
disappointment,  if  we  find  that  the  in- 
vestment tax  credit  does  stimulate  eco- 
nomic growth  far  more  than  the  spon- 
sors of  this  bill  seem  to  feel  it  does, 
then  I  would  think  that  in  due  course 
it  would  be  restored. 

The  Senator  from  Louisiana  has 
voted  to  pass  the  investment  tax  credit 
three  times.  He  has  voted  to  repeal  the 
investment  tax  credit  three  times.  On 
two  of  those  occasions,  the  same  Presi- 
dent who  asked  me  to  vote  to  repeal  it, 
asked  me  to  vote  to  restore  it.  So  I  am 
thoroughly  familiar  with  the  argu- 
ments on  both  sides. 

I  am  satisfied  that  it  did  stimulate 
economic  growth  when  we  passed  it, 
and  I  am  satisfied  that  it  slowed 
growth  down  when  we  repealed  it. 

When  we  repealed  the  credit,  we  did 
it  because  we  thought  it  was  overheat- 
ing the  economy.  It  may  be  that  Con- 
gress will  want  to  do  that  again.  I 
would  not  be  surprised. 

This  is  a  great,  moving  country.  It 
does  not  stay  the  same;  it  does  not 
stand  still.  Nothing  in  this  bill  is  going 
to  prove  to  be  perfect,  but  the  bill  will 
be  a  very  long  stride  forward  that  will 
be  approved  by  the  overwhelming  ma- 
jority of  the  American  people. 

Mr.  President,  the  conference  report 
represents  a  dramatic  improvement  in 
the  Federal  income  tax  system.  It  de- 
serves the  support  of  the  Senate. 

The  conference  preserved  almost  all 
of  the  dramatic  rate  cuts  in  the  Senate 
bill. 

The  top  corporate  rate  will  be  cut 
from  46  percent  to  34  percent,  and  the 
top  individual  rate  will  be  cut  from  50 
percent  to  28  percent. 

As  in  the  Senate  bill,  over  80  percent 
of  taxpayers  will  pay  no  higher  than  a 
15-percent  rate. 

The  conference  report  also  preserves 
the  tough  Senate  measures  attacking 
tax  shelters  and  requiring  minimum 
taxes  on  individuals  and  corporations. 
I  am  concerned  that  some  of  these 
new  measures  may  have  to  be  amend- 
ed in  the  future  to  reduce  some  overly 
harsh  impacts  in  particular  cases. 

However,  I  strongly  support  the  gen- 
eral idea  that  everyone  who  makes 
money  should  pay  some  tax.  We  have 
to  assure  the  honest,  middle-class 
worker  that  he  is  not  being  a  sucker 
for  paying  taxes  on  his  wages,  and 
that  he  is  not  paying  a  great  deal  more 
in  taxes  than  those  who  are  far  better 
off  than  he.  This  bill  does  that. 

The  tax  shelter  and  minimum  tax 
rules  in  the  bill  are  designed  to  deliver 
that  kind  of  assurance.  For  that 
reason,  I  believe  that  they  will 
strengthen  the  tax  system. 

The  tax  conference  itself  was  a  diffi- 
cult one.  We  were  confronted  with  cir- 


cumstances that  could  have  dragged 
the  conference  out  until  January. 

As  a  result,  the  conference  made 
very  little  apparent  progress  for  weeks 
and  weeks. 

I  must  say  that  I  was  not  surprised 
by  these  developments. 

From  early  on,  even  before  the 
Senate  passed  its  bill,  I  sensed  that 
special  procedures  would  be  required 
to  resolve  the  tax  reform  conference. 
The  issues  were  too  important  and  too 
numerous. 

Most  conferees  were  willing  to  give 
on  significant  things  in  order  to  get 
something  in  return.  However,  no  one 
wanted  to  give  on  1  important  thing 
without  knowing  what  they  were  get- 
ting back  on  10  or  20  other  important 
things. 

In  fact,  the  whole  situation  put  me 
in  mind  of  an  earlier  conference  be- 
tween the  two  committees. 

At  the  time,  I  was  serving  as  chair- 
man on  our  side,  and  Congressman  Al 
Ullman  was  the  chairman  from  the 
House  side. 

Like  this  conference,  there  were 
many  difficult  issues  to  resolve.  As  a 
result,  the  Senate  conferees  decided 
early  on  that  they  should  not  agree  to 
anything  until  the  two  sides  had 
agreed  on  everything. 

That  conference  seemed  to  go  very 
badly  at  first. 

As  we  went  through  the  document 
comparing  the  two  bills,  Mr.  Ullman 
would  occasionally  suggest  that  the 
Senate  recede  to  the  House  on  a  par- 
ticular matter.  We  would  have  a  show 
of  hands  on  our  sides,  and  on  each 
issue,  every  Senate  conferee  would 
v^te  to  retain  the  Senate  position. 

On  that  occasion.  Senator  Abraham 
Ribicoff  of  Connecticut  suggested  that 
the  two  chairman  work  together  to  de- 
velop a  comprehensive  package  that 
each  could  recommend  to  their  respec- 
tive caucuses. 

That  procedure  was  followed,  and  an 
early  agreement  resulted.  Both  sides 
felt  that  they  had  gotten  a  good  bill, 
even  though  each  side  had  given  up 
some  things. 

When  we  reached  a  similar  difficult 
stage  in  the  tax  bill  conference,  it  was 
my  turn  to  suggest  that  Chairman 
Packwood  and  Chairman  Rostenkow- 
sKi  work  together  the  same  way.  That 
suggestion  was  followed,  and  it  led  to  a 
comprehensive  agreement. 

The  agreement  reached  was  a  fair 
one.  Each  chairman  vigorously  advo- 
cated the  views  of  his  conferees,  his 
committee,  and  of  the  House  and 
Senate  respectively.  I  would  like  to 
thank  the  Senator  from  Oregon  [Mr. 
Packwood]  for  all  of  his  hard  work  in 
these  negotiations,  and  congratulate 
him  on  the  results  of  his  efforts. 

Mr.  President,  I  am  not  totally 
happy  with  every  detail  of  the  tax 
reform  bill.  However,  I  think  the  same 
could  be  said  of  every  conferee  who 
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signed  the  conference  report,  includ- 
ing the  Senator  from  Oregon  [Mr. 
Packwood].  All  sacrificed  something 
to  the  greater  good. 

The  chairman  of  our  committee,  the 
Senator  from  Oregon,  paid  his  share 
of  the  dues.  The  State  of  Oregon 
makes  its  share  of  the  sacrifice  along 
with  the  State  of  Louisiana  and  other 
States,  to  achieve  a  tax  reform  bill 
that  the  country  will  approve. 

The  bill  is  certainly  not  perfection. 
However,  it  is  a  long  stride  toward 
some  things  that  will  be  good  for  the 
country  in  the  long  run. 

Taxpayers  will  pay  on  a  more  uni- 
form basis. 

Rates  will  be  the  lowest  that  I  have 
seen  since  coming  to  the  U.S.  Senate. 
On  that  point,  the  bill  accomplishes 
something  I  have  supported  for  a  long 
time. 

When  1  came  here,  the  top  rate  was 
90  percent.  I  wanted  to  vote  to  reduce 
it.  We  had  the  Korean  war  on  our 
hands,  and  the  Senate  voted  to  in- 
crease the  rates  from  90  percent  to  92 
percent.  This  Senator  felt  that  rather 
than  have  so  many  different  tax  ad- 
vantages, such  as  qualified  stock  op- 
tions and  things  of  that  sort,  we 
should  try  to  cut  the  rates.  At  that 
time,  not  many  people  thought  that 
was  the  thing  to  do. 

Over  a  period  of  time,  as  I  have  con- 
tinued to  advocate  that,  others  have 
joined  forces  with  me.  I  was  pleased  to 
have  played  a  part  in  reducing  the  top 
rate  from  92  to  90,  and  then  to  70  and 
50.  Now  I  am  exceedingly  happy  to 
join  in  reducing  the  top  rate  to  28  per- 
cent. 

Mr.  President,  I  want  to  say  a  word 
about  the  discussion  with  respect  to 
the  rate  being  more  than  28  percent  in 
some  cases. 

D  1900 

Mr.  President,  you  might  look  at  this 
tax  bill  as  a  flat  tax  insofar  as  the  very 
high  income  payers  are  concerned. 
After  all.  that  is  what  the  rich  wanted. 
If  you  are  a  rich  person  and  thinking 
only  about  yourself,  and  you  are  not 
worried  too  much  about  the  little 
fellow  in  the  middle  brackets  and  the 
little  fellow  at  the  bottom,  what  you 
like  to  have  most  of  all  is  a  flat  tax, 
where  everyone  would  be  taxed  at  the 
same  rate,  and  not  the  rich  man  would 
not  pay  tax  at  a  higher  rate  than  the 
poor  man.  On  that  basis  the  rich 
would  make  out  best.  They  would  like 
to  have  a  flat  tax.  I  can  certainly  un- 
derstand that. 

Mr.  President,  to  a  very  large  degree 
we  give  the  rich  their  flat  tax  in  this 
bill.  They  get  a  flat  tax  of  28  percent. 

How  do  we  arrive  at  that  and  still  do 
justice  to  others?  Charts  were  made  to 
see  how  you  could  reduce  the  rates 
and  at  the  same  time  have  a  fair  ad- 
justment so  that  the  rich  as  a  class 
were  not  getting  a  larger  tax  cut  than 
the  middle-income  people.  In  order  to 


do  that,  it  was  finally  concluded  that 
you  would  have  to  ask  the  wealthy  to 
give  back  their  $2,000  personal  exemp- 
tion, and  to  give  back  the  benefit  of 
the  15  percent  rate  up  to  the  point 
that  they  came  to  the  28  percent  rate, 
in  order  to  prevent  this  group  of  tax- 
payers from  having  a  much  bigger  tax 
cut  than  the  middle  income  people, 
who  were  certainly  more  deserving  of 
a  tax  cut.  we  thought. 

So  that  is  what  the  bill  has  done. 

We  ask  those  who  have  passed  a  cer- 
tain point  to  give  up  the  benefit  of  the 
15-percent  rate,  and  so  we  phased  it 
out.  which  means  that  at  that  point 
they  are  paying  a  higher  rate. 

Then,  at  a  subsequent  point,  we  ask 
them  to  give  back  the  benefit  of  the 
personal  exemption,  so  it  works  out  at 
the  highest  point  to  a  28-percent  flat 
tax  for  those  wealthy  individuals  who 
are  doing  very  well  indeed. 

I  heard  the  Senator  from  Missouri 
talk  about  fairness.  He  said  that  it  is 
not  fair  that  the  man  who  is  making 
$1  million  a  year  would  appear  to  be 
paying  at  a  lesser  rate  than  the  person 
making,  let  us  say,  $150,000  a  year. 

Mr.  President,  it  is  all  according  to 
how  one  looks  at  it.  From  the  point  of 
view  of  the  Senator  from  Louisiana, 
you  cannot  very  well  justify  a  $2,000 
personal  exemption  for  one  who  is 
making  $1  million  a  year  and  paying  a 
flat  tax  of  28  percent.  What  does  he 
need  with  a  $2,000  personal  exemp- 
tion? So  we  ask  him  to  give  it  back.  A  a 
result,  it  does  not  appear  that  this  mil- 
lion-dollar-a-year  person  is  getting  a 
much  bigger  tax  cut  in  percentage 
terms  than  some  little  fellow  working 
for  $30,000  a  year,  or  working  for  even 
$75,000  or  $80,000  a  year. 

Mr.  President,  also  we  asked  that 
high  income  individuals  give  back  the 
benefit  of  the  15-percent  rate  in  which 
they  first  found  themselves. 

Now,  the  fellow  who  is  making 
$150,000  is  giving  part  of  it  back.  The 
fellow  who  is  making  $1  million  has 
given  all  of  his  back,  and  having  given 
it  back,  we  do  not  ask  him  to  give  it 
back  a  second  time. 

But  those  who  have  given  back  the 
benefit  of  the  lower  rate  have  in  effect 
paid  a  flat  tax  of  28  percent,  and  that 
is  what  they  are  asking  for,  a  flat  tax. 
For  those  who  were  not  doing  a  great 
deal  of  sheltering  and  who  were 
paying  what  Congress  intended  in  the 
first  instance,  they  are  going  to  get  a 
very  substantial  tax  cut.  Obviously, 
someone  who  has  done  enough  shel- 
tering and  maneuvering,  paying  little 
or  no  taxes,  is  going  to  pay  a  very  sub- 
stantial tax  increase  because  everyone 
in  the  country,  including  every  Sena- 
tor, so  far  as  this  Senator  knows.  Jeels 
that  when  those  very  wealthy  people 
make  a  lot  of  money  they  ought  to  pay 
us  a  reasonable  amount  of  taxes,  and 
we  think  28  percent  would  be  a  reason- 
able amount. 


The  temptation  to  invest  in  tax  shel- 
ters will  be  greatly  reduced  by  this 
bill. 

Investment  decisions  will  be  guided 
more  by  the  economics  of  the  invest- 
ment rather  than  by  the  Tax  Code. 

For  those  reasons,  I  will  vote  in 
favor  of  the  conference  report.  While 
the  American  taxpayer  may  be  some- 
what confused  by  the  changes  at  first, 
I  believe  that  the  bill  will  prove  to  be 
popular  with  the  public. 

In  the  short  run,  the  bill  will  be  pop- 
ular because  most  individuals  will  have 
less  taxes  withheld  from  their  pay- 
check. 

In  the  long  run,  the  bill  be  popular 
because  it  is  fair  and  because  low  rates 
are  the  right  way  to  go  in  our  income 
tax  system. 

Mr.  President,  I  urge  our  colleagues 
to  vote  in  favor  of  low  tax  rates  and  a 
fairer  income  tax  system  by  support- 
ing the  conference  report. 

Mr.  President,  in  conclusion,  let  me 
say,  even  though  I  have  already  made 
reference  to  it,  that  all  of  us  are  in- 
debted to  our  chairman  Mr.  Pack- 
wood,  the  Senator  from  Oregon,  for 
the  diligent,  tireless,  indefatigable 
work  he  did  to  bring  this  bill  to  this 
point  in  the  Senate.  He  and  I  were  not 
all  that  excited  about  his  concept  in 
the  beginning,  but  as  his  enthusiasm 
grew,  it  was  contagious  and  it  infected 
all  of  us.  He  provided  outstanding  and 
inspiring  leadership  to  us  to  bring  us 
this  remarkable  change  for  bettering 
the  Tax  Code. 

All  of  us.  I  know  all  of  us  on  the  con- 
ference, should  be  grateful  to  him.  and 
I  think  all  Senators  should  be  grateful 
for  the  diligent  work  he  made. 

He  was  elsewhere  and  did  not  hear 
me  when  I  said  previously  that  the 
Senator  paid  his  dues  to  bring  this 
about. 

Several  tax  advantages  that  were  re- 
pealed were  things  for  which  the  Sen- 
ator worked  for  many  years  in  years 
gone  by.  He  repealed  a  considerable 
amount  of  his  own  handiwork.  He  re- 
pealed many  of  his  own  achievements 
from  prior  years  in  order  to  make  this 
bill  a  reality. 

I  know,  as  one  who  has  worked  on 
things  like  that  the  one  very  much  dis- 
likes to  see  repealed  something  he 
always  believed  in.  has  thought  was  a 
good  idea,  and  has  personally  every 
right  to  claim  credit  for  being  a  part  of 
the  Tax  Code. 

The  Senator  did  that,  and  he  also  in- 
cluded some  provisions  in  the  bill  that 
are  not  going  to  be  popular  in  his  own 
State.  He  paid  his  dues,  just  as  I  think 
all  of  us  should  be  willing  to  do,  to 
make  a  sacrifice  in  one  respect  or  the 
other  to  help  make  all  of  this  reality. 

On  the  whole  the  taxpayers  will  gain 
a  lot.  The  country  will  gain.  Some  will 
be  called  upon  to  sacrifice  somewhat 
more  than  others. 
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The  chairman  of  our  committee,  the 
very  able  Senator  from  Oregon,  has 
earned  a  place  in  history  with  the 
achievement  he  has  made  on  this  bill. 
I  salute  him  and  admire  him  for  what 
he  has  done  here.  I  think  we  all  do. 

In  addition  to  that,  Mr.  President,  I 
congratulate  the  Senator  from  New 
Jersey  on  the  very  fine  job  he  did.  He 
was  advocating  the  concept  that  is  em- 
bodied in  this  bill  many,  many  years 
ago.  He  authored  it  and  sponsored  it 
and  fought  for  it  and  worked  for  it, 
and  I  was  proud  to  nominate  him  as 
one  of  the  conferees  on  the  bill. 

I  think  it  created  some  problems  in 
some  respects  because  it  did  not  neces- 
sarily accord  with  seniority.  But  it  is 
my  view,  Mr.  President— and  I  hope 
the  Senate  will  pursue  that  pattern  in 
the  future— that  when  one  has  been 
the  prime  mover  of  an  idea,  a  concept, 
a  bill  for  many  years  and  has  moved  it 
to  the  point  that  others  join  forces 
and  see  merit  and  pass  it,  the  Senator 
who  does  that  is  entitled  to  be  one  of 
those  who  work  out  the  differences  be- 
tween the  two  Houses  in  conference. 
The  Senator  was  a  very  valuable 
member  of  the  conference  and  he  will 
speak  for  himself,  but  I  hope  he  ap- 
proves of  the  bill  that  we  brought  here 
because  he  has  done  such  a  great 
amount  to  make  this  possible. 

The  Senator  from  New  Jersey  [Mr. 
Bradley]  has  made  a  great  mark  al- 
ready in  this  Congress  and  he  will  do 
more.  He  will  do  a  great  deal  more  as 
time  goes  by  for  the  country. 

I  am  pleased  to  see  my  friend  from 
New  York  here.  He  has  fought  the 
good  fight  and  he  has  made  a  great 
contribution  to  the  final  settlement.  I 
just  wish  he  had  been  a  little  more 
successful  in  his  efforts  with  regard  to 
the  deduction  of  the  sales  tax,  but 
again  the  Senator  has  to  pay  some 
dues,  like  the  Senator  from  Louisiana 
had  to  pay  some  dues,  in  order  to 
make  this  bill  a  reality. 

I  thank  the  Senator. 

D  1910 

(Mr.  HUMPHREY  assumed  the 
chair.) 

Mr.  LEVIN  addressed  the  Chair. 

Mr.  PACKWOOD  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Michigan. 

Mr.  LEVIN.  Mr.  President,  if  the 
Senator  from  Oregon,  the  floor  man- 
ager, was  seeking  recognition,  I  would 
be  happy  to  yield  to  him. 

Mr.  PACKWOOD.  Mr.  President, 
just  for  a  few  seconds,  I  would  like  to 
thank  the  Senator  from  Louisiana  for 
his  very  generous  remarks.  But  I  think 
every  one  of  us  who  ever  served  on  the 
Finance  Committee  realizes  that  this 
bill  would  not  have  been  possible  with- 
out the  groundwork  he  has  laid  year 
after  year.  And  if  I  am  in  the  Senate 
as  long  as  he  has  been  in  the  Senate— 
which  is  38  years— there  will  never  be 


another  "Mr.  Chairman"  to  equal  him. 
I  thank  him  very  much  for  his  kind  re- 
marks, but  most  of  all  for  his  leader- 
ship. 

Mr.  LONG.  Mr.  President,  I  thank 
the  Senator.  I  know  I  do  not  deserve 
all  of  that,  but  that  makes  me  appreci- 
ate it  all  the  more. 

Mr.  LEVIN.  Mr.  President,  I  ask 
unanimous  consent  that  I  may  yield  to 
my  friend  from  New  York  for  a  speech 
without  losing  my  right  to  the  floor. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  MOYNIHAN.  I  thank  my  friend 
from  Michigan. 

Mr.  President,  this  is  a  triumphant 
moment  for  the  Committee  on  Fi- 
nance, which  brings  to  the  floor  at 
this  point  the  most  important  revision 
of  the  Tax  Code  in  half  a  century. 

It  is  also  a  poignant  moment,  be- 
cause we  have  just  heard  what  will,  of 
necessity,  be  the  last  speech  which 
Russell  Long  will  give  on  a  tax  meas- 
ure in  this  body  after  38  years  of  ex- 
traordinary service,  a  career  that  has 
but  few  equals  in  time  or  in  achieve- 
ment. So  much  indeed  that  I  want  to 
have  him  hear  me  say  that  to  have 
heard  the  last  speech  on  a  tax  matter 
of  Russell  Long  is  to  have  been  part 
of  the  history  of  this  body.  It  was 
characteristic  of  him  to  be  generous  to 
others  in  a  way  that  he  has  always 
been. 

It  was  he  precisely  who,  in  the  criti- 
cal moments  of  the  tax  conference, 
made  the  suggestion  that  the  two 
chairmen  negotiate  on  behalf  of  their 
respective  caucuses,  which  brought— 
at  the  very  last  moment,  in  a  sequence 
in  which  the  bill  had  all  but  failed  a 
half  dozen  times— this  extraordinary— 
we  think— result. 

As  I  remarked,  Mr.  President,  there 
has  been  an  extensive  discussion  of 
the  principal  features  of  the  bill.  I 
would  like  to  confine  myself  to  only  a 
few,  but  doing  so  with  some  detail,  in 
recognition  of  their  importance. 

The  first  and  perhaps  most  impor- 
tant elemental  fact  is  that  we  have 
taken  some  6  to  7  million  Americans 
out  of  poverty  by  the  simple  expedient 
of  ceasing  to  tax  them  into  it.  It  is 
almost  a  matter  of  incredulity  that 
now,  nearly  a  quarter  of  century  after 
an  American  President,  Lyndon  B. 
Johnson,  inspired  the  country  and  got 
the  Congress  to  declare  a  war  on  pov- 
erty in  this  Nation,  we  find  that  we  so 
neglected  the  Tax  Code  that  we  ended 
up  taxing  people  into  the  condition. 

This  bill  stops  that,  and  not  a 
moment  too  soon,  with  a  potent  set  of 
provisions  that  will  ensure  that  it  does 
not  happen  again.  By  the  simple  proc- 
ess of  indexing  for  inflation  the  basic 
determinants  of  when  tax  liability  is 
first  incurred— the  personal  and  de- 
pendent exemptions  and  the  standard 
deduction— we  ensure  for  the  future 
that  taxes,  at  least,  will  not  cause  pov- 


erty. This  is  a  fundamental  change, 
long  overdue  and  now  done. 

There  is  another  matter,  Mr.  Presi-' 
dent,  which  needs  to  be  stated  with 
great  specificity.  The  Congress  did  not 
accept  the  administration's  proposal, 
as  it  first  appeared  in  Treasury  I  and 
then  was  repeated  in  Treasury  II,  to 
repeal  the  deductibility  of  State  and 
local  income  and  property  taxes. 

As  the  Senator  from  Louisiana  ob- 
served, this  was  not  the  case  with  re- 
spect to  sales  taxes.  And  yet  over  80 
percent  of  the  value  of  the  deduction 
for  State  and  local  taxes  has  been  pre- 
served, and  we  have  avoided  what 
would  have  been  a  horrendous  blow  to 
the  principles  of  federalism. 

It  was  disappointing  in  May  of  last 
year,  after  the  administration  had  re- 
leased its  revised  tax  reform  proposal, 
to  have  the  President  address  the 
Nation  and  speak  of  the  deductibility 
of  State  and  local  taxes  as  a  subsidy  to 
certain  States,  a  subsidy  to  any  State. 
I  quote  the  President  when  he  said 
most  Americans  are  "being  forced  to 
subsidize  the  high  tax  policies  of  a 
handful  of  States." 

Mr.  President,  this  notion  of  subsidy 
was  so  clearly  at  odds  with  the  most 
elemental  principles  of  federalism, 
that  it  is  something  of  an  achievement 
at  the  level  of  concept  and  of  apprecia- 
tion of  what  was  at  issue  that  we  did 
not  do  this. 

The  history  of  this  matter  is  a  long 
one  and  it  goes  back  to  the  very  first 
hours  of  the  American  Constitution,  in 
the  Federalist  Papers  making  the  case 
for  adopting  the  Constitution. 

Hamilton  wrote  therein  that  any 
effort  to  impose  Federal  taxes  on  re- 
sources taxed  by  the  States  would  be 
an  attempt  on  the  part  of  the  National 
Government  to  abridge  the  States' 
taxing  power,  and  would  be  "a  violent 
assumption  of  power  unwarranted  by 
any  article  or  clause  of  the  Constitu- 
tion." 

Hamilton,  urging  the  people  of  New 
York  to  vote  to  ratify  the  Constitu- 
tion, said  it  was  inconceivable  that  the 
Federal  Government  could  ever  do 
what  last  year  was  proposed  that  we 
do,  and  seemed  that  we  might. 

With  respect  to  higher  education, 
Mr.  President,  the  present  legislation, 
while  not  the  calamity  that  the  admin- 
istrations  proposals  would  have  been, 
nevertheless  does  not  succeed  in  re- 
taining the  immunities  and  the  neces- 
sary privileges  of  the  great  institutions 
of  higher  education  in  our  country 
that  we  would  have  hope^  and,  indeed 
which  the  Senate,  urgently  sought. 

There  is  a  measure  in  the  bill  which 
repeals,  for  purposes  of  the  minimum 
tax,  the  right  to  take  a  charitable  de- 
duction for  the  appreciated  value  of 
gifts  to  nonprofit  institutions  of  all 
kinds.  To  keep  the  status  quo  was  a 
hard  case  to  make  in  principle,  but  in 
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practice  an  extraordinarily  important 
one. 

The  capital  which  is  raised  by  our 
great  hospitals  and  universities  and  re- 
search institutions  comes  in  such  large 
amount  from  the  gifts  by  successful 
persons  at  the  end  of  their  careers  of 
property  that  has  appreciated  signifi- 
cantly over  time. 

To  have  denied  this  source  of  funds 
to  our  research  institutions,  to  our 
hospitals,  to  our  universities  seems  to 
me— and  indeed  most  of  the  Senate— 
to  have  been  a  mistake.  But  in  the  end 
we  had,  in  the  interest  of  any  legisla- 
tion, to  concede  to  the  House  on  this 
point. 

We  also  commenced  the  taxation  of 
that  portion  of  scholarships  and  fel- 
lowships which  are  used  for  the  living 
expenses  of  the  students  and  young 
scholars  who.  receive  them— again,  a 
matter  which  imposes  only  an  addi- 
tional cost  on  our  universities  at  very 
little  return  to  the  Treasury.  And 
some  costs  unanticipated,  I  think,  at 
the  time.  I  was  discussing  the  matter 
with  the  president  of  Columbia  Uni- 
versity, Michael  Sovern,  a  few  weeks 
ago  when  it  was  clear  that  we  could 
not  bring  the  House  to  our  view  on 
this  matter.  And  he  noted  that  some- 
thing had  not  occurred  to  many,  that 
the  decision  to  treat  some  scholarship 
money  as  income  would  add  $1  million 
to  Columbia  University's  required  pay- 
ments of  Social  Security  taxes. 

So  also  with  a  number  of  such  provi- 
sions. We  did,  however,  preserve  the 
charitable  deduction  for  those  who  are 
itemizers.  This  will  continue  to  benefit 
educational  institutions  and  other 
nonproft  enterprises.  Such  institutions 
are  a  unique  feature  in  our  society- 
special  in  their  independence,  neither 
public  nor  private,  but  serving  public 
purposes  through  private  organiza- 
tions. 

We  have  also  preserved  the  tax- 
exempt  financing  privileges  of  univer- 
sities in  the  main  and  as  a  matter  of 
principle,  although  we  do  subject 
them  to  a  limit  of  $150  million  in  fi- 
nancing per  institution. 

Something  that  has  no  immediate 
consequence  but  could  have  large 
long-run  consequences  is  the  decision 
made  by  the  drafters  at  the  insistence 
of  the  House  to  reclassify  the  tax- 
exempt  bonds  of  private  colleges  and 
universities  as  private  activity  bonds.  I 
want  to  say  that  throughout  this 
matter  no  one  has  been  more  clear  on 
seeing  the  importance  of  this  issue 
than  the  chairman,  Mr.  Packwood. 
We  have  taken  from  our  universities, 
our  colleges,  the  private  colleges  as 
against  the  public  ones,  the  status  of 
exempt  persons  under  the  Tax  Code 
for  purposes  of  tax-exempt  bonds. 

The  States  of  the  Union  are  exempt 
persons.  The  subdivisions  of  State  gov- 
ernments are  exempt  persons.  And  up 
until  now  for  purposes  of  tax-exempt 
financing,  the  great  chartered  univer- 


sities and  colleges  that  make  up  the 
singular  structure  of  higher  education 
in  America  have  always  been  exempt 
persons.  We  are  the  only  Nation  in  the 
world  where  something  like  half  the 
greater  research  institutions  of  the 
country  are  run  as  private  founda- 
tions, private  chartered  corporations, 
and  have  been  treated  for  all  extents 
and  practical  purposes  as  having  im- 
munities of  public  institutions  as  in 
the  case  of  a  government. 

They  are  now  to  be  treated— their 
debt,  their  bonds,  their  borrowing— is 
to  be  listed  under  the  category  of  pri- 
vate activities.  I  cannot  help  but  think 
that  we  will  want  to  see  this  changed. 
We  do  make  special  provision  in  the 
bill  that  any  future  changes  with  re- 
spect to  bonds  classified  as  private  ac- 
tivity bonds  will  not  be  taken  to  affect 
the  501(c)(3)  bonds  of  universities  and 
other  nonprofit  institutions  unless  af- 
firmatively and  specifically  so  stated. 
Even  so,  to  take  away  this  status,  this 
circumstance  that  is  associated  with 
the  immunities  that  we  come  to  think 
of  as  essential  to  the  life  of  the  great 
university,  to  take  it  away  from  them 
in  the  Tax  Code  is  a  grave  mistake.  It 
was  never  debated.  It  was  never  agreed 
to.  The  Senate  firmly  resisted  it.  In 
the  end,  we  did  not  prevail.  We  will 
come  to  the  matter  again  next  year, 
and  I  am  sure  we  will  have  the  same 
support  that  we  had  this  year. 

It  is  a  simple  thing.  It  might  not 
seem  an  important  thing,  and  yet  in 
the  end  it  has  to  do  with  the  whole 
status  in  our  society  of  these  institu- 
tions. 

Could  I  speak,  Mr.  President,  briefly 
but  with  some  detail,  with  respect  to 
the  treatment  of  passive  losses  in  this 
legislation.  Surely  one  of  the  most  im- 
portant changes  the  legislation  makes 
among  many  today  is  the  introduction 
into  the  Tax  Code  of  the  distinction 
between  positive  income  and  passive 
losses.  In  a  summary  of  the  legislation 
which  appeared  in  the  Wall  Street 
Journal  immediately  following  the  tax 
conferees  reaching  an  agreement,  the 
able  reporters  of  the  Journal  wrote: 

In  many  ways  the  heart  of  the  new  tax 
bill  is  a  tough  provision  that  would  prevent 
taxpayers  from  using  paper  losses  generated 
by  tax  shelters  to  reduce  tax  liabilities.  In- 
vestments in  real  estate  shelters,  jojoba 
bean  tax  shelters,  cattle  feeding  tax  shelters 
and  a  wide  arrangement  of  array  of  other 
arrangements  have  boomed  in  the  past  few- 
years.  The  tax  bill  makes  it  a  certainty  that 
the  bust  is  on  its  way. 

The  change  is  fundamental,  and  its 
importance  to  the  long-term  health  of 
the  Tax  Code  is  hard  to  overstate.  It  is 
the  greatest  assault  on  tax  shelters 
ever  tried.  It  is  the  key  to  the  bill's 
ability  to  lower  the  top  rates  of  tax- 
ation dramatically  without  producing 
an  conscionable  windfall  for  the 
wealthy.  The  real  rates  of  tax  paid  by 
these  individuals  will  actually  increase 
in  many  cases,  and  their  total  share  of 
the  income  tax  burden  increases. 


The  tax  shelter  provisions  turn  on 
the  distribution  between  positive 
income  and  passive  losses.  Positive 
income,  Mr.  President,  is  what  it 
sounds  like,  what  most  of  us  under- 
stand is  income,  which  is  salary  or  pro- 
fessional fees  or  compensation  for  per- 
sonal services,  as  well  as  interest,  divi- 
dends, and  gains  from  investments  for 
those  who  have  them.  Passive  losses 
are  something  altogether  different. 
They  are  losses  from  business  activi- 
ties in  which  an  individual  puts  up 
some  money,  but  does  not  participate 
in  or  manage  in  any  material  way. 
They  are  designed,  these  arrange- 
ments, to  produce  nominal  losses. 
These  are  always  or  almost  always 
paper  losses,  mere  accounting  entries 
resulting  from  Tax  Code  provisions 
that,  as  an  incentive,  allow  a  business 
enterprise  to  recognize  its  losses 
before  it  must  account  for  all  of  its 
income. 

When  a  business  activity  is  packaged 
up  and  sold  in  pieces— typically  limited 
partnership  shares— to  a  group  of  in- 
vestors, you  have  a  tax  shelter.  Passive 
losses  are  the  lifeblood  of  tax  shelter- 
ing in  this  country  because  every  shel- 
ter sooner  or  later  turns  upon  the  abil- 
ity of  an  outside  nonparticipating  in- 
vestor to  use  the  tax  losses  generated 
by  the  sheltering  activity  to  reduce  his 
positive  income,  and  thereby  the  tax 
on  that  positive  income. 

The  legislation  we  pass  today  intro- 
duces a  fundamental  and  disarmingly 
simple  provision  into  the  Tax  Code. 
Passive  losses  cannot  be  used  to  reduce 
positive  income.  It  thereby  drives  a 
stake  into  the  heart  of  tax  sheltering 
in  this  country,  which  was  beginning 
to  jeopardize  the  legitimacy  of  our  tax 
system.  The  Senator  from  Maine 
spoke  earlier  of  the  studies  and  sur- 
veys by  the  Advisory  Committee  on 
Intergovernmental  Relations.  These 
studies  show  that  in  recent  years, 
Americans  increasingly  feel  that 
among  the  taxes  in  our  system,  it's  the 
income  tax  which  is  least  just— pre- 
cisely the  tax  designed  to  be  the  most 
just  based  on  ability  to  pay. 

It  was  a  great  social  movement  in 
our  country  to  bring  about  a  graduat- 
ed income  tax.  The  Constitution  did 
not  provide  for  it.  It  provides  for  a  per 
capita  tax  in  effect.  It  was  generally 
thought  necessary  to  amend  the  Con- 
stitution to  impose  a  graduated 
income  tax  and  a  generation  of  Ameri- 
cans put  their  efforts  into  amending 
the  Constitution  so  that  we  might 
bring  about  the  principle  of  a  graduat- 
ed tax:  those  who  earn  more  should 
pay  a  higher  proportion  of  their 
income  in  tax. 

Over  the  last  half-century,  we  have 
seen  the  principle,  or  at  least  its  real- 
ization, slowly,  slowly  erode  until  our 
present  state  of  a  affairs  where  more 
and  more  persons  of  very  large  income 
are  paying  little  or  no  taxes. 
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This  came  to  be  celebrated.  Just  a 
year  ago  in  February  1985.  the  maga- 
zine Money  had  on  its  cover  a  special 
report,  "The  Best  Ways  to  Cut  Your 
Taxes."  Here  on  the  cover  is  a  happy 
threesome,  two  gentlemen  in  dinner 
jackets  and  an  elegantly  gowned 
young  lady,  all  drinking  champagne 
and  smiling.  We  are  told  that  "These 
three  people  have  made  fortunes  but 
paid  no  taxes  last  year— here's  how 
you  can  slash  yours." 

You  no  longer  need  an  expensive 
lawyer  or  accountant.  For  $2.50, 
Money  magazine  can  teach  you.  What 
a  happy  life  it  was,  flowers,  cham- 
pagne, all  manner  of  activities. 

Speaking  of  a  gentleman  with  an 
income  of  $175,000,  who  describes  him- 
self as  a  "tax-shelter  junkie,"  the  mag- 
azine writer,  "Depreciation  gives  him  a 
paper  loss  to  offset  income  from  other 
sources."  His  income  in  1984  was 
$175,000;  his  taxes— zero. 

I  can  now  report  that  Money  maga- 
zine, with  this  legislation  a  virtual  cer- 
tainty, has  revisited  the  happy  three- 
some in  its  October  1986  issue,  just 
out.  The  new  story  reads,  "With  Tax 
Reform,  The  Party's  Nearly  Over  For 
the  No-Tax  Trio." 

There  are  our  friends,  previously  in 
dinner  jackets  and  evening  dress,  in 
shirtsleeves,  the  balloons  are  on  the 
ground,  the  confetti  has  sort  of  given 
out.  And  it  says,  'The  days  of  wine 
and  roses  and  heady  write-offs  are 
gone  in  real  estate." 

Alas,  they  have  to  go  back  to  work 
and  earn  their  money  in  the  old  way, 
which  is  simply  to  try  to  do  things 
from  which  they  get  income,  and  to 
pay  taxes  on  it. 

I  feel  sorry  about  the  boxcars,  jojoba 
beans,  and  real  estate,  but  the  party  is 
over. 

And  well  it  ought  to  be. 

In  this  morning's  New  York  Daily 
News,  Lars-Erik  Nelson,  always  an  in- 
teresting and  intelligent  commentator, 
says  in  an  article  called  "Sharing  The 
Tax  Burden:" 

The  tax  reform  is  not  perfect.  It  may  raise 
your  taxes.  Par  worse,  it  may  raise  mine. 
But  no  longer  will  you  or  I.  just  the  two  of 
us,  pay  more  in  taxes  each  year  than  AT&T, 
Texaco.  Gulf,  GE.  du  Pont,  W.R.  Grace  and 
my  dentist  put  together. 

It  really  does  come  down  to  that,  Mr. 
President. 

Roscoe  Egger,  the  Commissioner  of 
the  Internal  Revenue  Service  until 
just  recently,  saw  the  bulging  of  this 
phenomenon  in  the  1980's.  We  saw  a 
near  doubling  in  the  number  of  tax 
shelters  under  IRS  audit  from  1979  to 
1983  from  183,000  to  one-third  of  a 
million.  In  an  interview  in  Time  maga- 
zine in  March  1984,  Commissioner 
Egger  was  asked  what  was  the  one 
thing  he  would  like  to  change  in  the 
tax  system.  He  said,  "I  would  go  back 
and  look  at  the  whole  question  of  the 
ability  to  offset  losses  from  one  type 


of  business  activity  against  income 
that  is  wholly  unrelated." 

In  1965,  individuals  reported  almost 
nine  times  as  much  income  from  part- 
nerships as  they  did  losses.  By  1982, 
the  losses  reported  by  partnerships— 
the  favored  investment  for  generating 
passive  losses— were  greater  than  the 
gains  reported  by  partnerships,  and  20 
times  their  level  of  1965. 

Between  1980  and  1983  alone,  total 
investment  tax  shelters  had  increased 
by  more  than  100  percent. 

This  had  become  not  just  a  burden 
on  the  efficiency  of  the  Tax  Code,  but 
a  threat  to  its  very  legitimacy.  Clearly, 
it  worked  to  the  greatest  disadvantage 
of  the  economy.  Investment  driven  by 
tax  advantage  is  not  optimal  invest- 
ment. We  have  seen  our  productivity 
figures  drop  4  percent  a  year  in  the 
1960's,  to  3  percent  in  the  1970's,  to  2 
percent  in  the  1980's,  and  this  drop 
was  accompanied  step  by  step  by  the 
increase  in  investments  that  are  de- 
signed not  to  produce  a  profitable 
return  but  to  produce  a  tax  loss. 

In  the  end  it  was  undermining  the 
legitimacy  of  the  system. 

I  might  make  note  that  as  we  ap- 
proach the  200th  anniversary  of  the 
Constitution,  it  would  be  well,  per- 
haps, to  recall  that  it  was  over  the 
question  of  the  legitimacy  of  the  tax 
system  in  the  American  colonies  that 
the  American  revolution  first  took 
shape. 

A  very  distinguished  scholar  of  this 
subject,  Aaron  Wildavsky,  a  Brooklyn 
boy  who  now  teaches  at  Berkeley  and 
who  just  became  president  of  the 
American  Science  Association,  has  just 
published  a  history  of  taxation  in  the 
Western  world. 

In  the  last  days  of  the  conference 
proceedings  during  a  pause,  I  phoned 
him,  perhaps  the  most  knowledgeable 
person  in  the  larger  political  and  his- 
torical aspects  of  taxation.  I  said  to 
him,  "Aaron,  are  we  doing  the  right 
thing?" 

He  said,  'You  are  doing  the  right 
thing." 

Then  he  had  a  wonderful  phrase.  He 
said,  "When  things  that  are  perfectly 
legal  are  regarded  as  morally  tainted, 
you've  got  to  stop." 

I  remember  running  into  our  distin- 
guished chairman  Bob  Packwood,  of 
Oregon,  as  he  was  heading  across  the 
Capitol  to  another  meeting  with  Mr. 
RosTENKOWSKi  just  after  the  Senate 
has  been  sworn  as  a  court  of  impeach- 
ment in  the  case  of  Judge  Claiborne.  I 
stopped  him  and  I  said.  "Bob,  let  me 
tell  you  what  Aaron  Wildavsky  just 
said.  He  said  'When  things  that  are 
perfectly  legal  are  regarded  as  morally 
tainted,  you've  got  to  stop.'  " 

Senator  Packwood  said,  "That  is  all 
I  have  been  about  since  the  begin- 
ning." 

That  is  what  he  did.  He  did  it  with 
extraordinary  assistance  from  the  dis- 
tinguished Senator  from  New  Jersey 


[Mr.  Bradley]  who  has  brought  us  the 
concept  of  a  few  number  of  sharply  re- 
duced rates,  paid  for  in  large  measure 
by  bringing  into  the  taxable  income 
base  several  items  that  have  previous- 
ly been  excluded.  This  is  base  broaden- 
ing, as  it  has  been  phrased,  a  base 
broadening  which  was  greatly  en- 
hanced by  the  decision  to  preclude  the 
use  of  passive  losses  to  reduce  the 
income  base. 

But  in  the  end,  it  was  the  determina- 
tion of  our  chairman  to  make  it 
happen  that  did  it.  He  went  into  the 
depths,  Mr.  President.  No  man  had 
ever  been  more  thoroughly  defeated 
than  was  Senator  Packwood  in  the 
course  of  April  of  this  year.  And  de- 
feated, indeed,  by  his  own  committee, 
by  the  dynamics  which  had  brought 
the  Tax  Code  to  the  condition  it  was 
in,  and  a  point  where  others  would 
have  chosen  to  think  that  that  which 
had  seemed  impossible  had  in  fact 
proved  to  be  impossible.  He  said,  "We 
will  try  once  again." 

Earlier  on  the  floor,  I  heard  him 
make  the  simple  statement  that  "With 
no  guts,  there  is  no  glory." 

n  1940 

Mr.  President,  there  is  some  glory 
here  and  it  derives  from  the  guts  of 
one  Bob  Packwood  of  Oregon.  I,  a 
Member  of  the  opposite  party,  wish  to 
stand  here  and  so  state.  What  he  did 
could  not  have  been  done  without  Sen- 
ator Long  and  Senator  Bradley,  with- 
out his  extraordinary  chief  of  staff. 
Bill  Diefenderfer,  and  his  chief  tax 
counsel,  John  Colvin.  On  our  side,  the 
minority  chief  of  staff.  Bill  Wilkins. 
was  an  exemplar  of  public  service  at 
every  stage,  providing  insightful, 
direct  and  accurate  analysis  always. 

For  my  part,  I  had  the  incomparable 
assistance  of  Joe  Gale,  a  young  attor- 
ney with  a  great  future,  a  man  of  the 
most  extraordinary  integrity  and  per- 
sistence. He  would  listen  when  I  would 
say,  "Stop,  Joe,  don't  try  anymore,  we 
have  lost,"  and  say,  "I  will  try  just  one 
more  time.  Senator."  Not  invariably 
did  he  succeed,  but  his  successes  con- 
tinue to  astound  me.  He  has  in  him 
some  of  the  stuff  of  Bob  Packwood.  I 
cannot  at  this  moment  say  more  about 
any  young  man. 

Mr.  President,  I  have  taken  perhaps 
more  time  than  I  ought  to  have  taken, 
but  this  moment  will  not  come  again 
in  my  lifetime  and  it  might  never  have 
come  at  all  without  the  leadership 
about  which  I  have  spoken  and  for 
which  I  would  like  to  add  a  personal 
note:  It  is  one  thing  to  be  in  the  pres- 
ence of  great  political  courage,  but  to 
see  it  done  with  grace  as  well  is  an  ex- 
perience that  is  to  be  treasured 
beyond  anything  I  have  known  in  a 
decade  in  the  U.S.  Senate. 

Mr.  President,  my  distinguished 
friend  from  Michigan  [Mr.  Levin]  very 
generously   yielded   me   the   floor   in 
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order  that  I  might  speak.  I  now.  with 
an  expression  of  appreciation  to  him. 
yield  back  the  floor. 

The  PRESIDING  OFFICER.  The 
Senator  from  Michigan. 

Mr.  LEVIN.  Mr.  President,  first,  let 
me  say  that  although  a  number  of  us 
disagree  whether  this  tax  bill  is  a  plus 
for  the  taxpayers  of  the  country  or  for 
the  fairness  of  the  tax  system  let  me 
say  the  chairman  of  the  Finance  Com- 
mittee [Mr.  Packwood].  the  ranking 
member  of  the  Finance  Committee 
[Mr.  Bradley].  Senator  Moynihan, 
and  others  who  put  so  much  time  on 
the  bill  deserve  the  commendation  of 
everybody  in  this  Chamber. 

Whatever  side  we  end  up  on.  I  could 
not  agree  more  with  Senator  Moyni- 
han in  his  praise  of  Senator  Packwood 
for  his  leadership  on  this  bill.  We  all 
agree  on  that.  We  all  have  a  positive 
feeling  for  Senator  Packwood.  Sena- 
tor Long,  and  others  who  labored  so 
long  and  mightily  on  this  bill  for  their 
herculean  effort  and  for  other  reasons 
as  well. 

Some  might  ask  why,  after  the 
House  of  Representatives  passed  this 
conference  report  on  the  tax  reform 
bill  by  a  substantial  margin,  should 
the  Senate  spend  any  time  considering 
it?  Have  not  all  the  issues  been  ex- 
plored? Have  not  all  the  decisions  been 
made?  "Why  won't  the  opponents  of 
this  bill  just  acknowledge  defeat  and 
go  away?" 

Mr.  President,  if  this  tax  reform  bill 
is  as  monumentally  important  as  its 
sponsors  claim— and  I  believe  it  is— 
then  we  in  this  Senate  owe  an  obliga- 
tion to  the  country  to  consider  it,  to 
explore  it— yes.  to  question  it. 

If  this  conference  report  is  agreed 
to.  there  will  be  much  celebration  and 
many  congratulations  among  those 
who  helped  forge  it.  There  is  no  ques- 
tion of  that.  The  very  real  question 
that  remains  is  whether  the  American 
people  will  join  in  that  sense  of 
achievement.  My  meetings  with  con- 
stituents in  Michigan,  the  mail  into 
my  office,  the  sentiments  I  hear  ex- 
pressed nationwide  tell  me  no.  My  own 
mind  and  my  own  analysis  tell  me  no. 
For  when  you  get  beyond  this  city, 
when  you  get  beyond  the  hundreds  of 
groups  which  are  supporting  this  bill, 
but  groups  which  would  have  been  cas- 
tigated as  special  interests  if  they  were 
opposing  it.  when  you  get  out  into  the 
heartland  of  American,  there  is  not 
the  high  pressured  enthusiasm  for 
this  bill  we  feel  here,  inside  the  Belt- 
way, in  the  Nation's  Capital. 

What  there  is  out  there  is  a  yearning 
for  fairness  in  taxation.  There  is  a 
desire  to  end  abuse.  No  doubt  about 
that.  But  to  translate  or  to  transform 
that  into  support  for  this  particular 
bill  is  in  error.  What  the  American 
people  want  out  of  tax  reform  is  not 
what  they  get  out  of  this  bill. 

They  want  a  law  to  give  middle- 
income  Americans  a  break.  They  are 


getting  a  law  forcing  1  out  of  every  5 
middle-income  taxpayers  to  pay  more 
in  taxes,  and  a  law  which  sets  in 
motion  a  whole  range  of  hidden  costs 
for  the  rest. 

They  want  a  law  to  help  reduce  the 
deficit.  They  are  getting  a  law  making 
deficit  reduction  harder  and  more 
unfair. 

They  want  a  law  to  encourage  eco- 
nomic growth.  They  are  getting  a  law 
which  encourages  consumption  in- 
stead of  savings  and  which  threatens 
to  push  the  economy  over  the  edge 
and  pull  a  lot  of  us  over  along  with  it. 

They  want  a  law  to  make  the  tax 
system  fair.  They  would  get  a  law  cre- 
ating a  whole  host  of  new  inequities. 

Notwithstanding  what  the  people 
want,  the  push  is  on  in  Washington  to 
pass  this  tax  reform  conference 
report.  It  is  said  that  this  has  to  be  the 
case  because  everyone  supports  re- 
forming the  Tax  Code.  Well,  I  support 
reforming  the  Tax  Code.  too.  I  sup- 
port an  effective  minimum  tax  on 
profitable  corporations  and  on 
wealthy  individuals  to  make  sure  that 
they  do  not  shelter  all  their  income.  I 
agree  with  the  aide  to  Chairman  Ros- 
TENKOwsKi  of  the  Ways  and  Means 
Committee  who  described  that  drive  as 
"the  fire  in  the  belly  behind  this 
issue." 

I  commend  the  committee  for 
making  sure  that  people  who  sheltered 
all  their  income  finally  will  pay  some 
taxes.  It  is  long  overdue.  I  have  been 
fighting  that  battle,  as  the  chairman 
knows,  for  years,  trying  to  get  an  ef- 
fective minimum  tax  in  the  country  to 
make  sure  that  profitable  corporations 
and  wealthy  individuals,  who  should 
pay  some  taxes,  finally  pay  some 
taxes.  This  bill  finally  does  it.  That  is 
one  of  the  pluses  in  this  bill.  But  it 
does  a  lot  more.  It  is  the  "lot  more" 
that  is  wrong  with  this  bill.  It  is  those 
other  things  that  it  does  beyond  get- 
ting to  those  folks,  finally,  who  have 
ducked  paying  taxes,  who  have  used 
the  loopholes  in  the  Tax  Code  to  avoid 
paying  their  fair  share.  It  does  far,  far 
more  than  that. 

I  would  like  to  start  out  describing 
my  reasons  for  opposing  this  bill  by 
first  looking  at  perhaps  the  most 
common  myth  about  this  bill— the 
myth  that  this  bill  is  unambiguously 
good  news  for  the  average  taxpayer. 
The  day  after  the  conference  commit- 
tee reported  agreement,  one  of  the  tel- 
evision economics  reporters  said 
simply: 

If  you  make  under  $50,000.  you  get  a  tax 
cut:  if  you  make  over  $75,000.  you  gel  a  tax 
increase. 

One  of  the  chief  proponents  of  the 
conference  report  has  added: 

What  the  government  is  saying  to  middle- 
income  Americans  with  this  bill  is:  If  you 
work  hard,  if  you  earn  more  money,  you'll 
keep  more  of  the  money  you  earn. 

That  is  the  myth.  The  reality  is  a  lot 
more  clouded.  It  is  essential  to  keep  in 


mind  that  lower  tax  rates  do  not 
always  mean  lower  tax  bills.  Surely, 
according  to  the  best  information 
available  from  the  Joint  Committee  on 
Taxation,  most  average  Americans 
would  get  a  small  tax  cut  under  this 
legislation.  But  millions  of  average 
Americans  would  get  a  tax  increase 
under  this  bill.  In  1988.  when  fully 
phased  in.  this  bill  would  increase 
taxes  on  10  million  taxpayers  with  in- 
comes between  $20,000  and  $50,000.  So 
much  for  the  myth  that  this  bill  is 
good  news  for  all  middle-income 
people. 

Some  may  respond  by  saying  that  al- 
though some  average  Americans  would 
get  tax  increases  under  this  bill,  most 
of  the  people  who  would  get  tax  in- 
creases are  wealthy  individuals  who 
abuse  tax  shelters.  That  is  another 
myth.  Based  on  the  best  information 
available  from  the  Joint  Committee, 
of  the  20  million  taxpayers  who  would 
get  tax  increases  in  1988.  77  percent 
are  making  $50,000  or  less.  That  20 
million  includes  not  only  the  10  mil- 
lion I  mentioned  a  moment  ago  who 
make  between  $20,000  and  $50,000,  but 
also,  incredibly  enough  includes  5.8 
million  Americans  who  are  making  less 
than  $20,000. 

So  we  should  not  be  fooled  by  the 
argument  that  the  wealthy  people  are 
coming  here  complaining  about  these 
tax  increases  that  this  bill  will  foist  on 
them;  16  of  the  20  million  people  who 
will  get  tax  increases  in  this  bill  are 
making  less  than  $50,000.  For  each 
rich  person  that  we  are  finally  socking 
with  a  tax  increase,  the  person  who  is 
wealthy  and  sheltering  their  income, 
we  are  hitting  four  wrong  people  who 
are  making  less  than  $50,000.  That  is 
not  a  very  good  batting  average.  Four 
wrong  ones  for  every  right  one. 

D  2050 

Most  of  the  people  who  will  get  tax 
increases  under  this  bill  come  from 
the  ranks  of  middle-  and  low-income 
taxpayers. 

These  are  not  the  taxpayers  who  are 
investing  in  vacant  office  buildings  to 
shelter  their  income.  These  are  tax- 
payers who  have  to  work  hard  just  to 
afford  shelter  for  themselves  and  their 
families.  They  do  not  engage  in  exotic 
tax  schemes,  but  rather  are  among  the 
31  million  taxpayers  with  incomes 
under  $50,000  who  deduct  State  sales 
taxes,  or  the  26  million  with  incomes 
under  $50,000  who  deduct  consumer 
interest.  They  are  also  among  the  21 
million  taxpayers  making  under 
$50,000  who  take  the  deduction  for 
two-earner  couples,  which  is  designed 
to  at  least  partially  compensate  for 
the  fact  that  married  couples  with 
both  spouses  working  would  otherwise 
pay  more  in  taxes  than  would  two 
single  individuals  making  the  same  cu- 
mulative income— what  is  known  as 
the  marriage  penalty  tax. 
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Simply  put,  most  of  the  taxpayers 
who  would  be  asked  to  pay  more  in 
taxes  under  this  bill  are  not  among 
the  privileged  and  the  powerful  but, 
rather,  are  among  the  average  and  the 
struggling. 

One  particular  group  that  appears 
likely  to  have  more  than  its  share  of 
people  getting  tax  increases  under  this 
bill  are  two-wage  earner  couples. 
There  is  a  tendency  among  proponents 
of  this  bill  to  say  flatly  that  it  is  pro- 
family  because  of  the  increase  in  the 
size  of  the  dependency  exemption  for 
children.  What  this  characterizption 
ignores  is  that  the  bill  is  skewed  to  a 
particular  definition  of  "family."  It  is 
not  a  valid  generalization  if  both 
spouses  work,  as  do  over  50  percent  of 
married  couples.  There  are  many  two- 
earner  couples  for  whom  the  increase 
in  the  dependency  exemption  and  the 
lower  tax  rates  would  not  compensate 
for  the  loss  of  the  two-earner  deduc- 
tion and  for  deductions  such  as  the 
ones  for  consumer  interest  and  sales 
taxes.  In  many  of  these  families,  both 
spouses  work  because  that  is  what  is 
necessary  to  make  ends  meet.  How  are 
these  families  going  to  feel  when,  if 
this  bill  passes,  they  find  out  they  will 
get  a  tax  increase  because  their  defini- 
tion of  "family"  does  not  match  that 
of  the  people  who  supported  the  bill? 

The  second  aspect  of  this  tax  bill 
that  I  would  like  to  explore  is  its 
impact  on  deficit  reduction.  Simply 
put,  it  is  a  myth  that  tax  reform 
cannot  help  us  reduce  the  deficit  in  a 
meaningful  way.  The  bill  is  called  rev- 
enue neutral,  which  means  that  we 
will  not  use  the  revenues  generated  by 
loophole  closing,  and  the  revenues, 
generated  by  a  minimum  tax  on  profit- 
able corporations  and  wealthy  individ- 
uals who  are  sheltering  all  their 
income— revenue,  that  is,  from  tax 
reform— to  reduce  the  deficit.  That  ap- 
proach in  this  bill  is  neither  prudent 
nor  may  I  say,  is  it  popular.  It  means 
more  than  forgoing  an  opportunity  for 
deficit  reduction.  It  would  make  defi- 
cit reduction  more  difficult  to  achieve 
in  the  future,  and  more  unfair  and 
harsher  whenvever  it  is  achieved. 

Many  speeches  have  been  given  in 
this  Chamber  on  the  dangers  of  huge 
Federal  budget  deficits  continuing 
year  after  year.  The  problem  is  well 
known.  Suffice  it  to  say  now  that  the 
deficits  present  a  clear  and  present 
danger  to  our  economic  health.  They 
contribute  to  the  trade  deficit,  the  ef- 
fects of  which  are  seen  most  strikingly 
in  our  agricultural  and  manufacturing 
sectors.  The  huge  budget  deficits  are 
also  an  economic  time  bomb,  because 
so  much  of  our  budget  deficits  are  fi- 
nanced out  of  foreign  borrowing.  If 
the  political  or  economic  winds 
changed,  we  could  find  ourselves  with 
a  continuing  huge  budget  deficit  but 
without  the  foreign  inflow  of  cash 
being  used  to  sustain  it.  The  result 
would  be  higher  interest  rates,  as  the 


demand  for  deficit  financing  stayed 
the  same  while  the  available  supply  of 
borrowable  funds  shrank.  Finally,  the 
continuing  huge  budget  deficits  and 
the  interest  payments  on  them  use  up 
funds  which  could  be  more  produtive- 
ly  used  to  protect  and  improve  our 
quality  of  life. 

With  the  huge  budget  deficits  at  the 
core  of  the  economic  problems  facing 
us,  it  is  more  than  ironic  that  the  tax 
reform  bill  which  the  conference  com- 
mittee has  agreed  to  does  nothing  to 
help  with  that  situation.  Knowing 
this— that  so  vast  an  effort  as  tax 
reform  has  as  its  affirmative  goal  to  do 
nothing  to  improve  our  deficit  prob- 
lem over  the  next  few  years— makes 
the  words  of  the  chairman  of  the 
Budget  Committee,  Senator  Domenici, 
during  the  debate  on  the  Senate  bill 
ring  in  my  ears:  "What  a  pity.  What  a 
pity." 

We  must,  and  we  can,  do  otherwise. 

But  to  make  the  case  that  tax 
reform  should  be  used  to  raise  reve- 
nues for  meaningful  and  lasting  deficit 
reduction,  we  must  deal  with  the  im- 
pression conveyed  by  some  proponents 
of  this  legislation  that  we  must  have  a 
revenue-neutral  tax  reform  bill  be- 
cause otherwise  we  will  be  raising  reve- 
nues. In  fact,  this  bill  already  raises 
tens  of  billions  of  dollars  in  revenues 
from  some  individuals  and  corpora- 
tions. For  many  of  them,  it  will  result 
in  a  net  tax  increase.  So,  again,  this 
bill  does  include  revenue  increases  for 
tens  of  millions  of  individuals  and  cor- 
porations. The  fact  that  it  also  in- 
cludes tax  cuts  for  others,  and  bal- 
ances out  to  no  net  gain  in  revenue, 
should  not  mask  the  fact  that  it  in- 
cludes tax  increases  for  tens  of  mil- 
lions of  individuals  and  corporations. 
The  argument  that  there  must  be  a 
revenue-neutral  tax  reform  bill  be- 
cause we  are  against  "tax  increases' 
can  only  be  made  by  someone  who  has 
not  read  the  bill.  In  a  very  real  sense, 
the  issue  in  tax  reform  is  not  whether 
to  make  changes  in  the  tax  code  which 
would  increase  revenues.  The  issue  is 
what  to  do  with  the  tens  of  billions  of 
dollars  in  revenues  that  tax  reform 
will  raise  from  some.  Do  we  cut  taxes 
for  others  or  do  we  cut  the  deficit? 

If  tax  reform  is  going  to  be  part  of 
our  battle  against  the  deficit,  we  must 
deal  with  the  contention  that,  by  defi- 
nition, tax  reform  must  be  revenue 
neutral.  Reality— and  history— are  to 
the  contrary.  In  1982,  the  House  and 
the  Senate  passed  and  the  President 
signed  the  Tax  Equity  and  Fiscal  Re- 
sponsibility Act.  It  was  a  tax  reform 
bill  and  it  was  not  revenue  neutral. 

Insisting  upon  a  revenue-neutral  tax 
reform  bill  ignores  the  reality  that  if 
we  are  going  to  deal  with  the  budget 
deficit  in  a  meaningful  and  lasting 
way,  then  there  will  have  to  be  a  com- 
bination package  of  further  spending 
cuts  and  increased  revenues.  We  need 
increased  revenues  to  reduce  the  defi- 


cit if  we  are  to  avoid  reducing  it  by 
spending  cuts  alone  involving  unac- 
ceptably  large  reductions  in  domestic 
and  defense  programs,  or  by  the  kind 
of  asset  sales  which  are  in  this  year's 
reconciliation  bill  and  which  result  in 
only  temporary  and  often  illusory  def- 
icit reduction. 

The  only  way  to  increase  revenues 
without  imposing  new  tax  burdens  on 
middle-  and  low-income  people  is 
through  a  version  of  tax  reform  which 
has  as  its  cornerstone  an  effective 
minimum  tax  on  profitable  corpora- 
tions and  wealthy  individuals  who 
have  been  sheltering  all  of  their 
income  and  paying  nothing  in  taxes. 
The  new  revenues  from  those  sources, 
affecting  not  more  than  5  percent  of 
the  American  taxpayers,  can  then  be 
used  to  reduce  the  deficit.  Put  another 
way,  a  tax  reform  bill  should  have  as 
its  goal  raising  revenues  to  reduce  the 
deficit  in  a  way  that  eliminates  the 
need  for  imposing  new  tax  burdens  on 
average  Americans.  Unfortunately,  the 
reality  of  the  tax  reform  bill  reported 
out  by  the  conference  committee  is 
that  it  not  only  would  impose  in- 
creased taxes  on  more  than  10  million 
middle-income  Americans,  and  6  mil- 
lion lower-middle-income  Americans,  it 
also  would  set  the  stage  for  imposing 
new  taxes  on  them,  and  on  the  rest  of 
our  people  as  well.  Why?  Because  if  all 
the  revenue  from  tax  loophole  closing 
is  going  to  be  soaked  up  by  the  uneven 
tax  cuts  proposed  by  the  bill,  then  in 
looking  for  additional  revenue  for  defi- 
cit reduction,  we  will  be  forced  to  turn 
to  regressive  ways  to  generate  revenue: 
perhaps  a  national  sales  tax  or  in- 
creased excise  taxes,  or  possibly  in- 
creased user  fees.  Although  generating 
new  revenue  through  excise  taxes  and 
the  like  might  make  deficit  reduction 
possible,  it  would  impose  taxes  on 
many  of  the  very  people  who  are  sup- 
posed to  benefit  from  this  tax  reform 
bill  and  who  are  among  the  least  able 
to  shoulder  additional  revenue  bur- 
dens and  additional  tax  burdens. 

Furthermore,  if  we  were  to  have  the 
goal  of  using  tax  reform  for  meaning- 
ful and  lasting  deficit  reduction,  then 
we  have  to  recognize  that  this  confer- 
ence report  not  only  does  not  meet 
that  standard,  it  may  also  turn  out  to 
be  a  giant  step  in  the  wrong  direction. 
The  conference  report  is  represented 
as  being  revenue  neutral  over  5  years. 
The  reality  is  that  from  1988  through 
1991,  this  bill  would  add  to  the  deficit 
by  $11  billion.  This  is  because  the  lan- 
guage adopted  by  the  Senate  in  the 
Domenici-Gramm  amendment  was 
dropped  in  conference.  That  amend- 
ment basically  said  that  the  $11  billion 
revenue  windfall  in  1987  could  not  be 
used  for  reducing  the  deficit  in  1987, 
but,  rather,  should  be  counted  against 
the  bill's  shortfall  of  $11  billion  from 
1988  to  1991.  Senator  Packwood,  him- 
self, in  speaking  in  favor  of  the  Do- 
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menici-Granun  amendment  during  the 
debate  on  the  Senate  bill,  said: 

We  do  not  want  to  attempt  some  phony 
deficit  reduction  with  phony  figures.  The 
fact  that  this  bill  raises  some  money  in  the 
early  years,  drops  in  the  middle  years,  and 
comes  back  in  the  end  years  may  encourage 
Congress  to  use  it  in  an  attempt  to  meet  our 
deficit  projections  of  last  year  and  in  es- 
sence say  that  we  shall  worry  about  1988  in 
1988— let's  just  take  the  money  now  and 
worry  about  the  devil  next  year.  •  •  *  I  very 
much  support  this  amendment  *  *  *  this  bill 
should  not  be  used  as  an  artificial  vehicle  to 
attempt  to  get  us  over  a  hurdle  next  year. 

Unfortunately,  by  dropping  the  Do- 
menici-Gramm  amendment  in  confer- 
ence, it  is  exactly  this  kind  of  artificial 
deficit  reduction  for  which  we  are  set- 
ting ourselves  up. 

Now,  it  has  been  said  that  the  recon- 
ciliation bill  which  the  Senate  passed 
does  not  rely  on  the  $11  billion  wind- 
fall for  fiscal  year  1987.  What  is  un- 
nerving, however,  are  the  rumors  al- 
ready surfacing  that  if,  by  chance,  we 
end  up  missing  the  Gramm-Rudman 
targets  when  all  the  numbers  are  in, 
then  there  is  still  nothing  to  really 
worry  about  because  we  still  have  the 
$11  billion  that  we  can  dip  into.  How- 
ever, if  we  fall  prey  to  that  temptation 
made  possible  as  a  result  of  the  drop- 
ping of  the  Domenici-Gramm  amend- 
ment in  conference,  then  there  would 
be  deficit  reduction  for  year  1  and  a 
deficit  increase  in  years  2  through  5.  It 
would  be  using  a  windfall  in  a  way 
that  would  create  a  shortfall.  The  goal 
of  using  tax  reform  revenues  to  reduce 
the  deficit  is  to  help  clean  up,  in  a 
lasting  way.  the  budgetary  mess  we 
are  in.  Using  the  first  year  windfall 
agains.  the  deficit  reduction  targets  in 
Gramm-Rudman  would  dig  us  into  a 
deeper  hole  later  on.  The  dropping  of 
the  Domenici-Gramm  amendment 
leaves  open  that  possibility. 

Finally,  if  tax  reform  is  to  be  part  of 
a  meaningful  solution  to  our  deficit 
problem,  then  we  must  deal  with  the 
contention  that  this  bill  must  be  reve- 
nue neutral  because  the  people  want  it 
that  way.  In  reality  there  is  strong  evi- 
dence to  the  contrary.  Early  this  year, 
a  nationwide  poll  indicated  that  by  a 
3-to-l  margin  the  public  supported 
using  revenues  from  loophole  closing 
and  a  minimum  tax  for  deficit  reduc- 
tion instead  of  for  tax  cuts.  The  public 
knows  that  common  sense  lies  in 
making  the  Tax  Code  fairer  and  reduc- 
ing the  deficit  in  one  stroke. 

Mr.  President,  our  economy  is  living 
on  borrowed  time  just  as  much  as  our 
deficit  is  being  financed  out  of  bor- 
rowed money.  Everyone  knows  that 
action  taken  sooner  will  be  less  painful 
than  action  taken  later.  Tax  reform 
should  be  used  as  vehicle  for  meaning- 
ful and  lasting  deficit  reduction.  The 
conference  report  foregoes  that  oppor- 
tunity and,  even  worse,  would  make 
deficit  reduction  more  difficult.  The 
Senate  should  not  add  its  stamp  of  ap- 
proval. 


The  third  aspect  of  this  tax  reform 
bill  which  I  would  like  to  discuss  re- 
volves around  the  issue  of  fairness. 

Shortly  after  the  conference  con- 
cluded, one  of  the  bill's  supporters 
said,  "I  go  away  not  completely  happy, 
but  I  believe  the  results  are  good. 
Most  of  all  we  sought  improved  fair- 
ness." Mr.  President,  if  that  was  the 
goal,  then  there  are  too  many  in- 
stances in  which  the  conference  report 
falls  far  short  of  the  mark.  All  of  the 
claims  that  this  bill  has  achieved  new 
fairness  cannot  wash  away  the  stains 
of  its  new  inequities.  Let  me  give  a  few 
examples. 

First,  are  the  repeated  instances  of 
retroactivity  in  this  bill,  where 
changes  in  the  tax  law  are  applied  to 
actions  which  people  have  already 
taken  in  reliance  on  the  current  law. 
This  was  also  a  problem  with  the 
Senate  version  of  the  bill,  and  many, 
many.  Senators  made  speeches  on  how 
it  should  be  remedied— at  least  in 
part— in  conference.  Unfortunately, 
after  the  conference  was  finished,  the 
problem  of  retroactivity  remained. 

The  investment  tax  credit  is  still  re- 
pealed, retroactive  to  January  1986. 
The  deductions  of  the  losses  on  cer- 
tain investments  which  were  made 
years  ago  are  still  eliminated.  The  de- 
duction of  the  interest  on  education 
and  car  loans  which  have  already  been 
taken  out  is  still  ended.  This  tax 
reform  bill,  which  its  sponsors  hope 
will  form  a  new  bond  of  trust  between 
the  public  and  the  Government  is, 
thus,  instead,  rooted  in  this  instance 
in  a  breach  of  faith.  It  may  claim  to 
seek  fairness,  but  for  millions  of  tax- 
payers it  will  be  seen  as  an  arbitrary 
changing  of  the  rules  in  the  middle  of 
the  game. 

The  retroactivity  of  certain  provi- 
sions of  this  bill  has  given  rise  to  an- 
other unfairness.  Tens  of  millions  of 
Americans  will  be  affected  by  these 
retroactive  changes.  But  hundreds  of 
corporations  and  projects  will  not,  be- 
cause they  had  access  to  the  confer- 
ence committee  which  enabled  them 
to  obtain  a  so-called  transition  rule  so 
that  their  activity  could  continue  to  be 
taxed  under  the  old  law.  Let  me  make 
clear  that  as  a  matter  of  substance  I 
am  willing  to  acknowledge  that  many 
of  these  traiisition  rules  are  justified 
in  that  they  prevent  the  rules  from 
being  changed  in  the  middle  of  the 
game  for  certain  specific  businesses 
and  projects. 

The  problem  is  that  for  every  one  of 
the  650  from  whom  there  is  a  special 
rule,  there  could  be  thousands  of  simi- 
larly situated  for  whom  there  is  only 
the  cold  glare  of  retroactivity.  Accord- 
ing to  the  matter  response  which  I 
just  received  from  the  Finance  Com- 
mittee, "It  is  impossible  to  quantify 
the  number  of  businesses  or  individ- 
uals who  do  not  have  transition  rules 
but  are  in  situations  similar  to  those 
businesses  or  individuals  covered  by 


rules  in  the  conference  report.  Howev- 
er, it  is  fair  to  say  that  we  tried  to  pro- 
vide equal  treatment  wherever  possi- 
ble for  meritorious  cases,  within  our 
budget  constraints,  based  on  the  sub- 
missions we  received  from  Members  of 
the  Senate  and  House  of  Representa- 
tives." But  I  ask,  what  about  those 
who  could  not  come  to  Washington 
and  make  their  case?  What  about 
those  who  could  not  hire  the  lobbyists 
to  present  their  appeal?  Where  is  the 
fairness  for  them? 

Mr.  President,  this  bill  dispenses 
favors  to  individuals  the  way  royalty 
might  do,  instead  of  legislating  for  ev- 
erybody meeting  identifiable  stand- 
ards, as  a  representative  democracy 
must  do. 

It  is  the  highly  selective  process 
behind  the  remedy  and  not  the 
remedy  itself  which  is  unfair  and 
which  makes  a  mockery  of  the  simple 
characterization  of  this  bill  as  a  battle 
between  the  special  interests  and  the 
general  interest.  The  President  has 
said  that  the  special  interests  were  in- 
volved in  a  last-ditch  effort  to  defeat 
this  bill.  But  if  he  thumbed  through 
the  bill  he  would  find  that,  to  para- 
phrase Commodore  Perry,  "he  has 
met  the  special  interests,  and  they  are 
in  the  bill." 

How  much  more  special  interest  can 
you  get  than  the  transition  rule  on 
page  80,  one  of  the  hundreds  and  hun- 
dreds of  these  kinds  of  rules?  This  one 
states  that  the  changes  in  the  depre- 
ciation rules  shall  not  apply  to: 

A  356-room  hotel,  banquet,  and  confer- 
ence (facility  including  525.000  square  feet 
of  office  space)  the  approximate  cost  of 
which  is  $158,000,000  with  respect  to  which 
a  letter  of  intent  was  executed  on  June  1. 
1984  and  with  respect  to  which  an  induce- 
ment resolution  and  bond  resolution  was 
adopted  on  August  20,  1985. 

D  2010 

How  much  more  special  interest  can 
you  get  than  that? 

One  more  word  about  the  special  in- 
terest rhetoric.  There  are  hundreds 
and  hundreds  of  national  associations 
and  groups  that  have  endorsed  this 
tax  bill.  I  believe  this  list  has  been 
made  part  of  the  Record,  hundreds  of 
special  interests  that  I  know  by  any- 
body's definition  of  special  interest 
that  endorse  this  tax  bill.  I  can  count 
the  special  interests  who  opposed  this 
tax  bill  on  one  hand,  at  least  the  ones 
that  I  know  about  on  one  hand. 

So  I  think  we  ought  to  drop  the  spe- 
cial interest-general  interest  rhetoric. 
If  we  want  to  count  the  special  inter- 
ests who  support  and  oppose  this  bill, 
you  have  to  weigh  pages  and  pages 
and  pages  of  transition  rules  and  iden- 
tifiable national  associations  who  sup- 
port this  bill  against  the  very  few  spe- 
cial interests  that  I  know  of  who 
oppose  this  bill. 

In  addition  to  retroactivity  and  in 
addition  to  the  special  privileges  that  I 
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have  mentioned  that  a  few  obtained  in 
this  bill,  this  bill  is  unfair  because  it 
gives  huge  tax  cuts  to  some  very 
wealthy  individuals  and  tax  increases 
to  others  of  very  modest  means. 

How  is  it  fair  to  be  giving  a  $30,000 
tax  cut  to  a  taxpayer  who  happens  to 
be  the  President  of  the  United  States 
who  makes  $400,000,  including  outside 
income,  at  the  same  time  we  are  in- 
creasing taxes  on  an  elderly  couple 
with  high  medical  expenses  whose 
income  is  $15,000  a  year? 

How  does  it  improve  the  confidence 
that  the  people  have  in  the  fairness  of 
their  Government  if  that  Government 
passes  a  tax  bill  which  increases  taxes 
on  about  6  million  taxpayers  making 
less  than  $20,000  a  year  at  the  same 
time  that  it  is  giving  tax  cuts  averag- 
ing $50,000  a  year  to  more  than  half  of 
the  taxpayers  who  are  the  wealthiest 
among  us,  those  making  over  $200,000? 
It  is  not  fair  and  it  does  not  make  good 


sense  and  I  must  add  that  this  $50,000 
figure  that  I  have  just  given  is  based 
upon  the  best  available  evidence  and 
the  best  available  information  which 
we  have  just  received  from  the  Joint 
Committee  on  Taxation,  and  I  ask 
unanimous  consent,  Mr.  President, 
that  that  chart  and  that  letter  from 
the  Joint  Committee  on  Taxation  be 
printed  in  the  Record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Joint  Committee  on  Taxation. 
Washington.  DC,  September  25.  1986. 
Hon.  Carl  Levin, 
U.S.  Senate, 
Washington.  DC. 

Dear  Senator  Levin:  This  is  in  response 
to  your  letter  of  August  19,  1986.  asking  for 
statistical  information  relating  to  the  indi- 
vidual income  tax  provisions  of  H.R.  3838  as 
reported  by  the  House  and  Senate  Confer- 
ence Committee. 

Table  1  shows  the  results  of  our  computer 
analysis  concerning  the  number  of  taxpay- 


ers by  income  class  and  the  average  tax  li- 
ability under  the  Conference  Agreement  for 
those  with  tax  increases  and  those  with  tax 
decreases  relative  to  present  law  for  tax 
year  1988.  We  have  communicated  to  you  in 
our  previous  correspondence  our  concerns 
about  the  statistical  significance  of  figures 
derived  in  this  type  of  analysis. 

Table  2  shows  the  number  of  returns  by 
income  class  projected  to  claim  various  de- 
ductions under  present  law.  Also  supplied 
are  the  average  size  of  these  deductions  by 
income  class.  Information  on  non-itemizing 
charitable  deductions  and  the  political  con- 
tribution credit  are  not  available. 

Table  3  provides  detailed  data  of  the 
number  of  taxpayers  by  income  class  who 
will  no  longer  be  able  to  deduct  their  medi- 
cal expenses  by  comparing  the  effect  of  the 
Conference  Agreement  to  the  projection  of 
present  law. 

If  you  have  any  questions  or  require  addi- 
tional information,  please  do  not  hesitate  to 
contact  me. 

Sincerely. 

David  H.  Brockway. 


TABLE  1  -TAXPAYERS  WITH  INCREASES  AND  DECREASES  IN  TAX  LIABILITY  UNDER  H  R  3838'  1988 


Incoiw  class  (thousands  of  dollars) 

Numlier  ol 

Taxpayers 

(thou 

sands) ' 

Perceni 
ol  lolal 

Numbei  witn  lai 
increase  (thousands) 

Perceni 
ol  total 

Average 
increase 

Numtier 
withtai 
decease 

(thousands) 

Perceti 
ol  total 

Average 
decrease 

0-JlO 

$10-$20  .. 

J2O-J30  , 

$30- $40  . 
$40-$50 

$50-$75  . 

$75-$100  . 
J100-$200 

$200  plus  . 

Total  - 


44.443 

29.965 

21.924 

14.261 

8.530 

7.906 

1.936 

1.783 

706 


338 
228 
16  7 
108 
65 
60 
15 
14 
OS 


1.692 

4.199 

4.677 

3.519 

1.697 

2.947 

722 

655 

311 


13 
32 
36 
27 
13 
22 
05 
05 
02 


$214 
S235 
S346 
S554 

S926 
1.378 

J3.120 
$8,312 
$55  700 


12.315 
22.463 
16.547 
10.537 
6.797 
4.927 
1.186 
1.126 
393 


94 
171 
126 
30 
52 
37 
}9 
09 
0  3 


-$170 

-310 

-390 

-554 

-Ml 

-1.066 

-2.187 

-5.803 

-50.122 


131.454 


1000 


20.419 


155 


1.742 


76.291 


580 


-101 


'  See  text  tor  substantial  shortcomings  ol  these  data 

2  filers  and  Nonfilers  Includes  ta>  returns  *ith  no  change  in  liatnlity 

Source  Joint  Committee  on  Taxation,  Sept  24.  1986 

TABLE  2  —RETURNS  AND  AVERAGE  DEDUCTIONS  UNDER  PRESENT  LAW  FOR  SEVERAL  MAJOR  DEDUCTIONS  REPEALED  BY  THE  TAX  REFORM  BILL  1988 

(Amounts  in  millions  | 


Income  class 


$0  to  $10,000        

$10,000  to  $20,000 -.... 

$20,000  to  $30,000 

$30,000  to  $40,000 

$40,000  to  $50,000 _.- 

$50,000  to  $75.000 

$75,000  to  $100.000 

$100,000  to  $200.000 

$200,000+    


Nonmortgage  and 

TiMHarner  deductwi 

Sales  U>  Mduction 

expense 

Returns 

Average 

Returns 

Average 

Returns 

Average 

(thousands) 

amount 

(ttiousands) 

amount 

(ttnusands) 

amount 

519 

$1,617 

356 

$301 

729 

$184 

4,207 

1.121 

3.006 

358 

4.992 

238 

8.092 

1.185 

6.490 

1611 

8.314 

302 

8.471 

1.421 

7.246 

877 

9.370 

360 

6.166 

1.501 

5.256 

1.134 

6.692 

44] 

6.447 

2.059 

4.431 

1.376 

7,090 

527 

1.535 

2.625 

1.039 

1.676 

1,805 

740 

1.287 

3.472 

845 

2.095 

1,662 

842 

526 

11.789 

326 

2.417 

664 

1,312 

ToU... 


37.252 


1.729 


28994 


961 


41,918 


422 


Note  —Averages  take  account  only  ol  those  returns  claiming  deductions 
Source  Joint  Committee  on  Taxation.  Septemt)er  24.  1986 

TABLE  3.-DISTRIBUTI0N  OF  RETURNS  AND  AVERAGE  MEDICAL  DEDUCTIONS  FOR  ITEMIZERS  UNDER  THE  TAX  REFORM  BILL  AND  UNDER  PRESENT  LAW  1988 


income  dass  (Thousands  ot  dollars) 


Present  la*  medical 

deduction  subject  to  5 

percent  floor 


Returns 


Average 
amount 


Ta>  retorm  M  medical 

deduction  subject  to  1 5 

percent  floor 


Returns 


Average 

amount 


Decrease  m 
returns 
taking 
medical 

deductions 
returns 


$0  to  $10 

10  to  20 

20  to  30 

30  to  40 

40  to  50  .... 

50  to  75 

75  to  100 

100  to  200... 


624 
3,219 
2.970 
3.515 
1,758 
1,315 
310 
214 


$2,082 
2.558 
2,011 
1,830 
1,885 
2.034 
3.497 
6,463 


410 

1,422 

1.598 

1.212 

646 

402 

121 

69 


$2,424 
3.946 
2.827 
2.738 
2.707 
2.983 
5.174 

12.652 


214 

1,797 

2.372 

2,303 

1,112 

913 

189 

145 
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TABLE  3 -DISTRIBUTION  OF  RETURNS  AND  AVERAGE  MEDICAL  DEDUCTIONS  FOR  ITEMIZERS  UNDER  THE  TAX  REFORM  BILL  AND  UNDER  PRESENT  WW  1988-Continued 


Innm  dus  (Thousinds  ol  (MUcj) 


Present  law  medical 

deduction  subject  to  5 

percent  floof 


Tai  telorm  Ml  tnedttal 

deduction  subject  to  '  S 

percent  floor 


.Returns 


Average 

amount 


Returns 


Average 
amouit 


Oeaease  in 
returns 
taking 
medical 

deduclnm 
re!  urns 


200  ■• 


17.943 


32.632 


TiM... 


14,978 


2.227 


3.308 


Some  loiirl  Comnnte  on  Tauton.  Seplemtier  24.  1986 

Mr.  LEVIN.  Mr.  President,  how  is  it 
fair  to  the  10  million  middle-income 
taxpayers,  those  earning  between 
$20,000  and  $50,000,  to  get  tax  in- 
creases? How  is  it  fair  to  those  10  mil- 
lion middle-income  taxpayers  with 
over  half  of  the  wealthiest  among  us. 
those  earning  over  $200,000  get  an  av- 
erage tax  cut  of  $50,000? 

The  only  answer  that  I  have  heard 
to  the  argument  that  we  should  not  be 
raising  taxes  on  10  million  middle- 
income  Americans,  those  between 
$20,000  and  $50,000  is  that  more 
middle-income  Americans  will  get  a 
tax  cut.  That  is  not  much  answer  for 
the  10  million.  Those  are  not  numbers; 
those  are  people.  Those  are  struggling 
middle-income  Americans.  10  million 
of  them,  and  indeed  there  are  6  mil- 
lion lower-middle-income  Americans 
who  also  get  a  tax  increase  whose 
struggle  is  just  Jis  great.  And  it  is  no 
answer  to  say.  "Well,  there  are  more 
of  you  who  are  getting  a  tax  cut."  It  is 
no  answer  to  say  that  when  we  have 
half  of  the  wealthiest  among  us  get- 
ting an  average  tax  cut  of  $50,000. 

Third.  Mr.  President,  this  bill  makes 
an  unfair  and  illogical  distinction  be- 
tween those  taxpayers  with  significant 
equity  in  their  home  and  those  tax- 
payers who  have  little  or  no  equity  in 
their  homes  or  who  are  renters. 

This  bill  would  allow  homeowners 
seeking  a  way  around  the  repeal  of  the 
consumer  interest  deduction  to  sign  a 
second,  third,  or  fourth  mortgage  on 
the  equity  of  their  home.  Those  with 
enough  equity  in  their  home  could  use 
that  money  to  pay  for  consumer  items 
and  deduct  the  interest  on  the  second 
mortgage.  But  renters  and  those  with 
little  or  no  equity  could  not  deduct 
that  interest  even  if  they  were  trying 
to  meet  major  expenses  such  as  medi- 
cal bills  and  tuition  costs.  So.  under 
this  bill  you  could  have  a  taxpayer 
making  $30,000  a  year  with  a  home  in 
which  he  or  she  has  built  up  a  lot  of 
equity  and  a  taxpayer  with  the  same 
income  with  a  new  home  or  no  equity 
or  who  rents.  The  first  taxpayer  can. 
in  effect,  deduct  some  consumer  inter- 
est; the  second  cannot.  So  much  for 
achieving  the  goal  of  fairness  by 
taxing  equal  incomes  equally. 

Mr.  President.  I  shall  ask  unanimous 
consent  to  have  printed  in  the  Record 
a  newspaper  ad  which  is  already  ap- 
pearing, typical  of  a  lot  of  other  news- 
paper ads  that  reads.  "Tax  reform  and 
how  it  might  affect  you.  What  should 


I  do  if  my  credit  card  and  loan  interest 
isn't  tax  deductible?"  And  the  sponsor 
of  this  ad  says.  "Not  to  worry.  You  can 
open  a  home  equity  line  of  credit." 

Mr.  President,  the  only  people  who 
will  be  able  to  open  up  that  line  of 
credit  will  be  people  who  have  built  up 
equity  in  their  homes.  The  people 
with  low  equity  or  renters  cannot.  I 
again  ask  unanimous  consent  that  this 
be  printed  in  the  Record. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 
[Tax  Reform  and  How  It  Might  Affect  You] 

•What  Should  I  Do  If  My  Credit  Card  and 
Loan  interest  Isn't  Tax  Deductible  ?  " 

NOT  TO  worry! 

[You  Can  Open  A  Home  Equity  Line  of 
Credit] 

Mr.  LEVIN.  I  thank  the  Chair. 

Let  me  close  the  comments  that  I 
have  on  the  fairness  aspects  of  this 
bill  by  describing  the  following  situa- 
tion which  could  occur  after  the  pas- 
sage of  this  bill.  There  is  a  middle 
income  couple  sitting  around  their 
kitchen  table  filling  out  their  taxes. 
They  both  work  hard  and  sort  of 
resent  having  to  pay  as  much  in  taxes 
as  they  do.  But  they  hear  that  this 
new  tax  law  has  provided  tax  relief  for 
middle-income  America.  They  figure 
out  their  taxes.  Just  out  of  curiosity, 
they  take  their  old  tax  forms  out  and 
figure  their  taxes  out  under  the  old 
law.  Much  to  their  surprise,  they  find 
they  got  a  tax  increase  of  a  few  hun- 
dred dollars.  They  are  disgusted.  They 
turn  on  the  TV  in  order  to  forget  their 
troubles  for  a  while.  The  news  is  on. 
They  see  an  interview  with  a  business 
executive  who  is  asked  how  he  feels 
about  the  fact  that  his  company's 
taxes  this  year  are  a  few  million  dol- 
lars less  than  they  would  otherwise  be 
because  he  was  covered  by  1  of  the  650 
transition  rules  in  the  tax  bill.  They 
shut  off  the  TV  in  anger.  They  call 
their  Senator's  office  for  a  explana- 
tion. 

What  is  our  answer?  "Don't  feel  bad. 
More  people  got  tax  cuts  than  got  tax 
increases"  is  the  best  we  are  going  to 
be  able  to  do  I  am  afraid  if  this  tax  bill 
passes. 

I  would  briefly  like  to  focus  on  the 
hidden  costs  of  this  tax  bill.  As  I  have 
said,  based  on  the  best  information 
available  to  us.  20  percent  of  all 
middle-income  Americans  get  a  tax  in- 
crease in  this  bill. 


And  the  rest  of  us— as  individuals 
and  as  a  society— will  pay  more  be- 
cause of  this  bill. 

In  computing  the  net  tax  reform 
impact  we  must  subtract  more  than 
the  cost  to  individuals  of  eliminating 
specific  tax  breaks;  we  must  also  sub- 
tract any  cost  increases  which  will  be 
passed  on  to  us  as  a  direct  result  of  the 
tax  plan.  And  there  are  a  lot  of  those 
cost  increases. 

First,  we  should  remember  that  the 
individual  tax  cuts  are  financed  large- 
ly by  business  tax  increases— roughly 
$124  billion  worth.  Now,  it  was  just  a 
few  years  ago  that  the  President  con- 
fessed that  he  was  tempted  to  try  to 
eliminate  business  taxes  altogether  be- 
cause, as  he  explained,  businesses 
don't  pay  taxes,  people  do.  The  Presi- 
dent overstated  the  case,  but  it  is  clear 
that  businesses  do  not  automatically 
swallow  the  increased  costs  by  in- 
creased taxes;  they  try  to  pass  those 
costs  through  to  consumers  in  the 
form  of  higher  prices.  Of  course,  not 
all  the  costs  can  be  passed  through. 
Competitive  pressures,  among  other 
factors,  prevent  that.  But  a  substan- 
tial percentage  can  be.  And  that  per- 
centage should  be  subtracted  from  any 
individual  after-tax  savings  created  by 
this  tax  bill. 

That  subtraction,  however,  will  not 
be  equally  distributed  throughout  the 
economy.  For  those  lower-  and  middle- 
income  Americans  who  get  tax  cuts  in 
the  $200  to  $400  range,  the  increased 
consumer  costs  will  take  a  larger  bite 
out  of  their  newfound  wealth  than 
they  will  for  the  richest  among  us— 
those  making  over  $200,000— more 
than  half  of  whom  will  get  a  tax  cut 
averaging  $50,000. 

Second,  if  someone  wants  to  send 
their  children  to  college,  their  costs 
may  increase  because  of  this  bill.  Tui- 
tion costs  may  go  up  as  a  result  of  the 
way  this  bill  treats  certain  charitable 
contributions.  Gifts  of  appreciated 
property— which  help  many  colleges 
and  universities  keep  tuition  down- 
will  not  be  treated  in  the  new  Tax 
Code  the  way  they  are  now.  As  a 
result,  colleges  expect  a  decrease  in 
those  contributions  of  appreciated 
property.  Nonitemizers— and  remem- 
ber, this  new  so-called  simplified  tax 
code  is  supposed  to  increase  the 
number  of  nonitemizers  from  perhaps 
70  to  80  percent— are  also  expected  to 
decrease   their   level   of   giving   since 
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their  contributions  are  no  longer  de- 
ductible. The  net  result  will  be  higher 
tuition  as  higher  education  scrambles 
to  cover  its  costs. 

Third,  consider  the  position  of  the 
renter.  We  have  all  heard  about  how 
the  bill  hits  the  real  estate  industry, 
and  to  the  degree  that  is  true  it  also 
gets  to  renters.  Construction  of  rental 
units  is  expected  to  decline,  and  many 
analysts  expect  rents  to  increase.  And 
that  increase  will  have  to  be  subtract- 
ed from  the  tax  cut  some  get  in  this 
bill. 

n  2020 

Finally.  State,  and  local  taxes  may 
increase.  To  begin  with,  if  State 
income  taxes  are  linked  to  the  Federal 
tax  base— as  most  are— this  bill  has 
the  effect  of  increasing  the  amount  of 
money  States  collect  unless  State 
income  tax  rates  are  reduced  to  avoid 
a  windfall.  Beyond  that,  a  revenue 
neutral  tax  bill  does  nothing  to  reduce 
the  Federal  deficit. 

Since  we  are  legally  obligated  by 
Gramm-Rudman  to  reduce  the  deficit, 
we  may  end  up  slashing  programs— in- 
cluding programs  which  provide  assist- 
ance to  State  and  local  governments. 
Those  governments  will  either  reduce 
their  service  levels  or  try  to  raise  more 
revenue.  Either  way,  individual  tax- 
payers will  suffer— and  ultimately 
they  will  pay. 

In  those  and  a  number  of  other 
ways,  this  bill  has  hidden  costs  for  us 
as  individuals.  But  it  also  affects  us  as 
a  society.  Let  me  give  you  an  example. 

We  have  spent  a  lot  of  time  bemoan- 
ing the  trade  deficit  that  we  face. 
Well,  one  of  the  reasons  we  face  it  is 
because  other  countries  give  direct 
subsidies  to  their  industries. 

In  the  face  of  a  growing  trade  defi- 
cit, it  does  not  make  sense  to  take 
away  the  limited  support  we  do  give  to 
our  companies  through  the  Tax  Code. 
Why  cut  back  on  the  investment  tax 
credit  when  we  so  desperately  need 
new  investment?  Why  reduce  the  re- 
search and  development  credit  when 
we  are  starting  to  lag  behind  our  com- 
petitors in  innovative  technology? 

I  fear  that  we  are  placing  American 
industry  at  a  competitive  disadvan- 
tage. Of  course,  economists  differ  on 
the  likely  impact  of  this  bill.  But  most 
admit  that  we  are  taking  a  risk  with 
economic  growth  and  jobs.  I  found  the 
testimony  of  the  chief  economist  of 
the  National  Association  of  Manufac- 
turers before  the  Joint  Economic 
Committee  particularly  disturbing.  He 
stated: 

In  sum.  the  evidence  is  overwhelming  that 
accelerated  depreciation  and  the  ITC  (in- 
vestment tax  credit)  exerted  a  large  and  sta- 
tistically significant  impact  on  capital  for- 
mation. The  concliision,  also  corroborated 
in  extensive  empirical  testing  using  state-of- 
the-art  econometric  procedures,  is  that  the 
loss  of  these  provisions  would  sharply  raise 
the  cost  of  capital. 


Although  the  precise  effects  of  the  trade 
deficit  are  difficult  to  measure,  common 
sense  leads  to  the  conclusion  that  the  over- 
all effects  would  be  adverse.  An  increase  in 
the  cost  of  capital  would  prevent  or  hamper 
new  investment  in  new  technologies  that 
could  provide  American  corporations  with 
comparative  advantages  in  world  trade. 

He  went  on  to  state  that: 

It  is  doubtful  whether  the  efficiency  gains 
(resulting  from  tax  reform)  could  be  suffi- 
cient to  counterbalance  efficiency  losses  due 
to  declining  capital  spending. 

Murray  Weldenbaum,  former  Chair- 
man of  President  Reagan's  Council  of 
Economic  Advisers  has  written: 

Although  we  can  debate  the  precise  eco- 
nomic effects  of  these  changes,  the  direc- 
tion is  clear:  less  investment,  lower  econom- 
ic growth,  fewer  jobs. 

Lawrence  Chimerine,  chairman  and 
chief  economist  of  Chase  Econometics, 
testified  before  the  Joint  Economic 
Committee,  as  follows: 

Some  argue  that  the  incentive  and  effi- 
ciency effects  of  tax  reform  will  lead  to  sig- 
nificantly higher  long-term  growth.  In  my 
judgment,  currently  available  evidence  does 
not  support  this  conclusion.  In  fact,  the  in- 
crease in  the  cost  of  capital  which  will  occur 
creates  a  significant  downside  rislc. 

Consider  a  final  brief  illustration  of 
the  social  costs  involved  in  the  bill.  I 
have  already  mentioned  the  expected 
reduction  in  charitable  giving  in  con- 
nection with  college  costs.  But  obvi- 
ously the  same  problem  impacts  on 
other  nonprofit  charitable  institutions 
ranging  from  hospitals  to  art  muse- 
ums. 

The  expectation  is  that  the  charita- 
ble contributions  which  all  of  them 
depend  on  will  decline.  As  one  observ- 
er indicated: 

I  don't  think  people  give  because  of  tax 
breaks,  [bull  I  think  they  give  more  because 
of  tax  breaks. 

If  those  tax  breaks  are  reduced  and 
the  giving  declines,  then  those  institu- 
tions will  either  cut  back  on  their  op- 
erations or  increase  their  fees.  When 
that  happens,  society  suffers— we 
become  less  healthy,  less  culturally  en- 
riched, less  able  to  care  for  each  other 
and  less  capable  of  taking  care  of  our 
heritage  as  human  beings.  That  is  not 
a  cost  I  can  quantify  in  economic 
terms,  but  it  is  a  social  cost  we  should 
not  be  asked  to  pay. 

Those  are  just  some  of  the  hidden 
costs  of  this  bill.  Taxpayers— our  con- 
stituents—will find  them  in  the 
months  and  years  ahead.  And  when 
they  do,  they  are  going  to  ask  just 
why  we  did  it. 

Why  did  we  engage  in  this  exercise? 
The  American  people  are  smart.  They 
are  skeptical  about  this  bill  and  they 
are  right.  Too  many  middle-class 
people  get  a  tax  increase.  It  substi- 
tutes too  much  new  unfairness  for  the 
old  unfairness.  It  does  nothing  about 
deficit  reduction. 

Mr.  President,  I,  as  I  believe  every 
Member  of  this  body,  again  want  to 
commend  the  chairman  and  the  other 


members  of  the  committee  for  the 
effort  that  they  have  put  into  this  tax 
bill.  The  fact  that  I  and  some  others 
will  not  be  able  to  vote  for  it,  despite 
its  good  aspects— and  there  obviously 
are  good  aspects— in  no  way  dimin- 
ishes our  great  fondness  and  feelings 
that  we  have  for  the  people  who  have 
carried  this  banner  and  who  have  put 
together  this  tax  legislation. 

I  wish  I  could  vote  for  this  legisla- 
tion. I  wish  we  were  not  socking  it  to 
so  many  middle-income  people.  I  wish 
we  were  doing  something  on  the  defi- 
cit. I  wish  we  were  not  creating  a 
whole  new  category  of  unfairness.  I 
wish  we  did  not  have  the  retroactivity. 
I  wish  that  charities  would  not  be  suf- 
fering. I  wish  that  retirees  on  fixed 
income  and  high  medical  bills  would 
not  be  getting  tax  increases.  There  are 
a  lot  of  wishes  that  I  have. 

Principally,  I  wished,  and  I  still  wish, 
that  somehow  we  could  take  the  long- 
overdue  revenue  from  loophole  clos- 
ing, the  minimum  tax,  revenue  which 
this  bill  is  finally  achieving  for  the 
government,  and  apply  it  to  deficit  re- 
duction. That  is  our  No.  1  goal.  That  is 
what  69  percent  of  the  American 
people  say  we  should  do  with  that  rev- 
enue. We  ought  to  listen  to  the  Ameri- 
can people.  They  are  a  lot  smarter 
than  a  lot  of  us  give  them  credit  for. 

I  thank  the  Chair  and  I  yield  the 
floor. 

Mr.  EVANS  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Washington. 

Mr.  EVANS.  Thank  you,  Mr.  Presi- 
dent. 

Mr.  President,  at  the  outset,  let  me 
say  that  I  do  intend  to  vote  for  this 
bill.  I  do  intend  to  vote  for  it,  although 
I  have  many  reservations.  On  balance, 
I  have  concluded  that  it  is  important 
to  take  the  first  faltering,  perhaps 
stumbling,  step  toward  true  tax 
reform. 

To  some  degree,  I  feel  a  little  like  a 
person  about  to  make  his  first  para- 
chute jump,  but  I  am  a  little  unsure 
whether  I  learned  to  pack  the  chute 
correctly.  It  is  a  risky  venture.  And  so 
will  tax  reform  be  a  risky  venture. 

The  conference  report  is  significant- 
ly different  from  the  bill  the  Senate 
passed.  I  was  an  enthusiastic  support- 
er then.  I  believed,  as  97  out  of  100  of 
our  colleagues  believed,  that  we  had 
come  to  a  point  where  we  had  an  en- 
thusiastic body  ready  to  buy  off  on  a 
true  tax  reform. 

Unfortunately,  the  Senate  bill,  as  all 
bills  do,  had  to  go  to  conference.  And 
that  conference  with  the  House  gradu- 
ally, perceptively,  day  by  day  in  the 
conference,  eroded  away  the  enthusi- 
asm, the  genius,  the  clarity  of  the 
Senate  bill,  and  left  us  with  a  much 
more  muddied  picture  today. 

The  most  attractive  feature  of  the 
proposal  we  have  before  us  is  that  it 
drastically  reduces  marginal  rates  on 
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individuals  and  businesses.  The  origi- 
nal Senate  bill,  however,  provided  hor- 
izontal equity  between  taxpayers. 
There  was  a  reduced  number  of  loop- 
holes and  even  a  reduced  value  of 
loopholes  for  those  which  still  re- 
mained. Also  there  was  a  semblance  of 
balance  between  service  industries  and 
those  which  are  capital  intensive. 

And  so  we  sent  the  bill  to  confer- 
ence, Mr.  President,  knowing  that 
there  were  some  problems  but  expect- 
ing them  to  be  largely  resolved  in  the 
meeting  with  the  other  body.  Instead, 
there  are  more  problems,  not  fewer. 
The  package  we  got  back  looks  re- 
markably similar.  There  are  the  at- 
tractive wrappings  of  the  same  low 
rate,  but  the  contents  are  decidedly 
different. 

D  2030 

The  conferees.  Mr.  President,  en- 
gaged in  bracketeering— knowing  that 
they  had  to  keep  close  to  those  origi- 
nal rates,  the  low  rates  on  individuals 
and  on  businesses,  but  the  package 
which  undergrids  those  low  rates  is  de- 
cidedly different  than  the  Senate  bill 
which  we  sent  them. 

I  think  there  are  two  principal  prob- 
lems with  the  conference  committee 
report.  It  is  more  discriminatory  by  far 
thaji  the  Senate  bill.  And  there  is  in- 
creased economic  risks  over  the  Senate 
bill.  Discriminatory  in  many  ways,  and 
my  colleagues  particularly  and  most 
eloquently.  Senator  Danforth,  has  ex- 
pressed in  detail  many  of  those  dis- 
criminatory features.  Let  me  only  dis- 
cuss a  few. 

We  sent  to  the  conference,  Mr. 
President,  a  proposal  that  would  allow 
citizens  who  itemize  their  tax  deduc- 
tions to  take  60  percent  of  their  deduc- 
tions on  State  and  local  sales  taxes. 
They  can  take  100  percent  on  State 
income  taxes,  and  100  percent  on 
State  and  local  property  taxes.  And 
the  other  body  proposed  that  all  sales 
taxes  could  be  deductible,  100  percent 
of  deductiblily.  I  always  thought  that 
conferences  when  they  had  a  single 
item  on  which  the  two  bodies  dis- 
agreed attempted  to  reach  some  kind 
of  compromise. 

I  do  not  know,  Mr.  President,  how 
anybody  in  a  conference  could  have  re- 
motely suggested  that  a  compromise 
between  60-percent  deductibility  on 
the  other  hand  and  100-percent  de- 
ductibility on  the  other  hand  was  zero. 
But  zero  is  what  it  was.  And  zero  is 
what  we  now  face.  It  is  gross  discrimi- 
nation from  one  State  to  another.  And 
my  State  and  several  others  will  lose 
for  each  itemizing  taxpayer— some- 
thing like  $100  million  in  my  State  of 
Washington  and  that  simply  is  unfair. 

Some  will  say  that  on  the  other 
hand  there  were  deficiencies  that  ap- 
plies to  taxpayers  in  States  who  have 
heavy  income  taxes,  and  that  probably 
is  true.  There  is  a  windfall  in  those 
States.  With  the  different  treatment 


of  capital  gains  we  now  give  to  State 
tax  systems  that  have  income  taxes, 
most  of  them  at  least,  will  receive  a 
windfall.  The  end  result:  Taxpayers  in 
many  of  those  States  will  have  to  pay 
more,  certainly  more  to  the  degree 
they  have  capital  gains. 

So  perhaps  in  spite  of  the  unfairness 
of  the  State  sales  tax,  we  may  have 
ended  up  lucky  compared  to  the  tax- 
payers in  those  other  States  who  will 
find  that  while  they  gain  on  the  one 
hand  in  lowered  taxes  from  the  Feder- 
al Government,  it  will  be  taken  back 
on  the  other  hand  at  the  State  level 
by  their  State  income  tax  system. 

The  conference  bill  gangs  up  on  cer- 
tain industries,  especially  those  who 
make  heavy  capital  investments. 
These  are  the  industries  terribly  im- 
portant for  the  future  of  our  country, 
and  our  international  competitiveness. 
There  are  also  industries  we  depend 
upon  in  Washington  State. 

The  loss  of  the  investment  tax 
credit,  the  loss  of  corporate  capital 
gains,  the  lengthening  of  equipment 
depreciation  schedules,  partial  repeal 
of  the  completed  contract  method  of 
accounting  all  strike  hard  at  the  forest 
products  industry,  the  aerospace  in- 
dustry, and  the  agricultural  industry. 
These  are  the  fundamental  businesses 
of  my  State.  Washington  State  is  also 
the  largest  per  capita  State  in  foreign 
trade  and  has  probably  done  better 
and  been  more  competitive  than  virtu- 
ally any  other  in  foreign  trade  activi- 
ties. We  will  be  faced  with  simply  one 
additional  burden  in  our  effort  to  be 
competitive  internationally.  And  I  fear 
that  the  same  applies  to  too  many 
other  States  and  too  many  other  in- 
dustries. 

Mr.  President,  I  also  have  concerns 
about  the  federalism  effects.  I  think 
Members  of  this  body  know  that  I 
have  long  had  an  interest  in  an  appro- 
priate division  of  responsibilities  and 
benefits  between  the  various  levels  of 
government  in  our  country.  Most 
States  in  this  Nation  have  a  fiscal  year 
which  begins  on  July  1.  Since  July  1  of 
this  year,  nine  have  cut  their  State 
budgets.  Eighteen  have  cut  their  fiscal 
year  1986  budgets,  after  they  first  en- 
acted that  budget.  Real  spending  will 
be  lower  in  1987  than  in  1986  in  22 
States. 

The  end  result  of  this  bill  is  a  fur- 
ther economic  showdown  that  could 
bring  economic  difficulties  to  many  of 
these  States  who  are  already  hurting, 
who  are  already  reducing  their  budg- 
ets, and  who  are  already  finding  it  dif- 
ficult to  reach  the  balance  they  are  re- 
quired to  reach. 

Higher  education,  perhaps  more 
than  any  other  facet  of  our  society, 
suffers  from  this  tax  bill.  It  is  a  poten- 
tial catastrophe  for  those  who  repre- 
sent the  very  future  of  our  Nation. 
The  most  cost-effective  investment  in 
our  future  is  higher  education.  This 
bill  simply  bashes  universities  and  col- 


leges. And  many  of  them  are  already 
on  the  financial  ropes.  Taxation  of  fel- 
lowships and  scholarships  to  the 
extent  they  are  not  used  for  tuition, 
the  large  stock  or  real  estate  gifts  to 
colleges  and  universities  which  are 
now  subject  to  a  minimum  tax,  the 
$150  million  cap  on  the  value  of  tax- 
exempt  bonds  held  by  colleges  and 
universities  at  any  one  time— all  of 
these  represent  serious  problems  for 
our  higher  education  system. 

I  believe  that  as  a  result  our  chil- 
dren and  those  who  seek  the  value  of 
higher  education  will  pay  for  it.  They 
will  pay  for  it  in  higher  tuition  rates 
and  higher  costs  for  their  college  edu- 
cation, which  could  well  take  back 
from  those  families  who,  on  one  hand, 
thought  they  were  getting  a  tax  reduc- 
tion but  who,  on  the  other  hand,  find 
that  the  tax  bill  requires  additional 
spending  for  their  children  to  stay  in 
college. 

We  are  entering  into  an  uncertain 
period.  I  said  at  the  beginning  it  is 
very  much  like  that  first  parachute 
jump  where  you  are  uncertain  as  to 
how  well  you  have  packed  the  chute. 

Let  me  quote  from  a  few  of  those 
who  have  major  economic  responsibil- 
ities in  this  Nation.  Don  Regan: 
"They"— speaking  of  his  friends  on 
Wall  Street— "are  as  confused  as  I  am. 
They  don't  know  the  effect." 

There  have  been  no  really  responsi- 
ble econometric  models  to  predict  the 
effects  of  this  tax  bill.  We  are  taking  a 
great  leap  of  faith  in  hoping  that  most 
analysts  are  probably  wrong. 

Jane  Seaberry,  in  an  article  entitled 
"More  Imports,  Less  Investment  Pre- 
dicted At  End  of  Tax  Trail"  said: 

Economists  cite  two  reasons  why  the  tax 
proposal  could  make  the  trade  deficit  worse. 
Generally,  when  consumers  spend  more, 
they  tend  to  buy  more  imported  products. 
Additionally,  shifting  the  tax  burden  to 
business  would  raise  the  cost  of  U.S.  firms' 
goods,  making  them  more  costly  overseas. 

Murray  Weidenbaum  says: 

Impending  changes  will  depress  the  econo- 
my. Although  we  can  debate  the  precise  eco- 
nomic effects  of  these  changes,  the  direc- 
tion of  the  impact  is  clear— less  Investment, 
lower  economic  growth,  fewer  new  jobs. 

Alan  Greenspan  said  that  under  tax 
reform  the  "odds  of  a  recession  is  a 
'close  call':" 

Continued  uncertainty  about  the  tax 
laws  contributes  to  the  potential  for 
economic  slowdown.  The  retroactivity 
which,  in  spite  of  protestations,  is  still 
in  the  tax  bill,  penalizes  good-faith  in- 
vestment—behavior of  the  past— and 
ensures  a  rush  to  the  well  next  year  to 
again  tinker  with  our  tax  laws.  Contin- 
ual flux  in  the  tax  system  is  at  least  as 
great  a  problem  as  overregulation  and 
excessive  red  tape. 

Of  course,  rounding  out  my  concerns 
is  the  fear  that  the  bill  will  dash  hopes 
to  achieve  deficit  reduction.  I  do  not 
share  the  totally  negative  predictions 
of  some  of  my  colleagues  with  respect 
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to  the  budget  and  budget  deficits  of 
fiscal  year  1987.  But  I  think  we  do  face 
at  best  a  horrendously  large  problem 
to  meet  the  goals  we  have  set  for  our- 
selves in  fiscal  1988.  I  hope.  Mr.  Presi- 
dent, that  this  bill,  when  it  passes— as 
I  am  certain  it  will— takes  a  long,  slow 
trail  to  the  White  House,  and  I  hope 
the  President  will  think  long  and  hard 
about  the  date  on  which  he  signs  this 
bill. 

D  2040 

We  should  ensure  that  this  tax  bill  is 
not  signed  by  the  President  until  after 
October  1.  to  hold  us  to  the  tough  test 
of  the  current  Tax  Code  because  if  it 
is  signed  before  October  1,  it  will  be 
too  easy  then,  an  open  opportunity,  to 
use  the  calculated  $11  billion  increase 
in  revenue  from  the  new  Tax  Code 
next  year  to  balance  our  budget  this 
year. 

If  we  do  that,  we  have  absolutely  de- 
stroyed any  opportunity  to  continue 
on  the  path  toward  budget  sanity  in 
this  Nation. 

So  if  I  have  one,  single  message,  it 
would  be  that  we  act  with  deliberate 
speed;  that  we  take  all  of  the  time 
that  is  appropriate  and  necessary  to 
get  the  bill  out  of  Congress  and  use  a 
slow  boat  to  send  it  to  the  White 
House.  Then  I  hope  the  President  will 
take  the  extra  few  days  necessary  to 
get  us  past  October  1  and  help  us  save 
us  from  ourselves. 

Mr.  President,  we  are  faced  with  a 
difficult  choice.  Are  the  benefits  of 
the  bill,  and  they  are  many,  worth  the 
risks  I  have  mentioned;  of  economic 
decline,  and  international  trade  prob- 
lems and,  ultimately,  a  potential  lower 
standard  of  living  for  ^1  Americans? 

On  balance,  Mr.  President,  I  have 
decided  that  we  must  take  the  risk.  We 
must  take  the  risk  because  people  are 
quickly  losing  faith  in  our  current  tax 
system.  That,  I  think,  is  what  led  to 
the  efforts  for  tax  reform  in  the  first 
place— the  fact  that  fewer  and  fewer 
were  voluntarily  complying  with  our 
Tax  Code. 

There  is  a  larger  and  larger  amount 
of  unpaid  tax  money  out  there,  citi- 
zens refusing  to  pay.  The  special  pref- 
erences in  our  system,  targeted  tax  ex- 
penditures and  targeted  loopholes, 
have  caused  us  to  move  in  recent  years 
toward  a  fully^  customized  tax  system, 
almost  a  separate  code  for  each 
person,  each  industry  and  each  inter- 
est. 

Voluntary  compliance,  which  has 
been  the  strongest  element  of  this 
country's  Tax  Code,  will  continue  only 
if  faith  is  restored  that  the  system  is 
not  unfair  and  not  uncontrolled. 

Mr.  President,  I  guess  on  balance 
this  system  does  begin  the  process  of 
moving  toward  putting  all  taxpayers 
on  a  more  equal  footing.  And  that  is 
necessary  if  we  hope  to  get  our  eco- 
nomic house  in  order. 


To  control  deficits,  we  must  look  at 
both  the  spending  and  the  revenue 
side  of  the  equation.  We  have  made  a 
mediocre,  but  I  think  a  marginally, 
successful  move  toward  the  control  of 
spending  and  it  is  appropriate  now  to 
make  what  is  probably  a  marginally 
successful  move  toward  success  on  the 
tax  side. 

Mr.  President,  some  will  dance  in  the 
streets  when  this  bill  is  signed  into  law 
and  claim  a  great  victory.  But,  in  reali- 
ty, the  great  promise  and  the  genius  of 
the  Senate  bill  has  faded  into  a  dull, 
gray  compromise. 

I  believe  the  expectations  of  our  citi- 
zens have  been  raised  too  high.  There 
may  be  a  rude  awakening  in  1987  and 
in  1988,  but  still,  by  a  narrow  margin, 
it  is  worth  trying. 

Therefore,  Mr.  President,  I  shall 
vote  a  quiet,  unenthusiastic  yes. 

Mr.  BRADLEY  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  New  Jersey. 

Mr.  BRADLEY.  Mr.  President,  first, 
let  me  say  to  the  distinguished  chair- 
man of  the  committee.  Senator  Pack- 
wood,  that  my  remarks  will  make 
clear  as  we  proceed  that  I  think  this 
bill  is  a  testament  to  his  leadership 
and  to  his  courage  and  to  his  willing- 
ness to  think  things  through  and  to 
follow  his  impulses  at  very  critical  mo- 
ments. 

I  think  he  has  demonstrated  really 
unparalleled  leadership  on  this  issue. 

He  also  has  the  very  rare  personal 
quality  that  I  always  say  characterizes 
those  among  us  who  are  leaders.  That 
is  a  personal  generosity.  It  is  really 
quite  unusual  in  politics  and  in  life. 

Let  me  first  of  all  compliment  him 
for  his  leadership  on  this  bill  and  the 
monument  he  will  leave  if  we  pass  this 
in  the  next  24  hours. 

Let  me  also  say  about  the  distin- 
guished Senator  from  Louisiana  that 
he  is  regarded  with  awe  by  many 
young  legislators,  including  myself, 
but  he  is  also  regarded  with  a  great 
deal  of  affection  for  he  manages  to 
move  things  through  in  his  way  while 
at  the  same  time  keeping  everyone  on 
board  and  committed  to  the  institu- 
tion that  we  revere,  the  Senate. 

Mr.  President,  this  has  been  a  long 
journey  for  me.  In  the  opening  debate 
of  this  bill.  I  recalled  back  in  1967 
when  I  signed  my  first  contract  as  a 
professional  basketball  player.  I  nego- 
tiated the  amount  of  compensation 
and  turned  to  an  attorney  who  said  to 
me,  "Tell  me,  do  you  want  to  take  this 
as  salary,  as  deferred  compensation,  as 
fringe  benefits,  or  whatever?" 

I  said.  "I  do  not  know.  I  just  want  to 
be  paid  well  for  doing  something  I 
love." 

He  said  "It  is  not  that  simple." 

That  was  my  first  contact  with  the 
complexity  of  the  Federal  Income  Tax 
Code. 

Then  I  remembered  in  the  mid- 
1970's  reading  some  articles  by  Stanley 


Surrey,  a  professor  at  Harvard,  who 
had  earlier  been  at  the  Treasury  De- 
partment in  the  early  1960's  when 
President  Kermedy  proposed  dropping 
the  tax  rate  and  broadening  the  tax 
base. 

I  was  absolutely  shocked  that  the 
tax  rate  could  go  as  low  as  he  and  a 
few  other  economists  said  it  could  go  if 
you  were  willing  to  close  some  loop- 
holes. 

Mr.  President.  I  think  I  saw  that 
same  recognition  and  surprise  in  the 
face  of  members  of  the  Finance  Com- 
mittee when  the  distinguished  Senator 
from  Oregon  unveiled  his  low  rate 
income  tax  system.  All  the  members  in 
the  committee  said.  "Bob.  if  you  can 
get  the  rate  down  that  low,  it  is  worth 
it." 

So.  Mr.  President,  my  odyssey  was 
begun  back  in  1967  with  the  signing  of 
that  contract,  and  then  in  the  mid- 
1970's  with  my  readings  of  economists 
and  tax  experts  about  how  low  the  tax 
rate  could  go  if  we  were  willing  to 
close  loopholes:  then,  through  the  cur- 
rent debate  with  the  introduction  of 
the  Bradley-Gephardt  fair  tax  back  in 
1982  that  was  then  followed  in  the 
House  of  Representatives  by  the  intro- 
duction of  the  so-called  Kemp-Kasten 
bill;  then  Treasury  I,  with  the  Presi- 
dent's strong  commitment  to  tax 
reform  in  very  clear  evidence:  then 
Treasury  II:  and  now,  Mr.  President, 
this  tax  reform  measure  that  we  are 
on  the  brink  of  passing. 

□  2050 

There  are  some  basic  rationales  for 
what  we  are  about  to  do.  There  is  an 
economic  rationale,  there  is  a  cultural 
rationale,  and  there  is  a  political  ra- 
tionale. 

The  economic  rationale  is  very 
simple.  It  is  that  if  you  want  this 
country  to  have  long-term  stable,  non- 
inflationary  economic  growth,  you 
need  two  things.  The  first  thing  you 
need  to  do  is  look  out  for  the  world 
trading  and  financial  system.  The 
second  thing  you  have  to  do  is  have 
the  most  efficient  allocation  of  re- 
sources domestically  that  you  can  pos- 
sibly obtain. 

The  question  is  then  posed:  Which  is 
the  more  efficient  allocator  of  re- 
sources? Is  it  members  of  the  Ways 
and  Means  Committee  and  the  Fi- 
nance Committee,  or  is  it  the  market? 
I  believe  it  is  the  market.  What  tax 
reform  says  is  let  us  remove  the  Tax 
Code  from  between  investor  and  ulti- 
mate investment  so  that  capital  will 
flow  to  those  areas  of  our  economy 
that  have  real  value  in  the  market- 
place, which,  when  that  investment  is 
made,  will  not  only  generate  jobs  and 
wealth  but  enhance  our  comparative 
advantage  internationally. 

Mr.  President,  that  is  the  economic 
rationale  for  tax  reform.  Succinctly 
put,   it  is  to  invest  money  to  make 
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money,  not  to  lose  it  for  tax  purposes. 
But  there  is  another  rationale  that  I 
call  the  cultural  rationale. 

I  think  that  any  taxpayer  in  this 
country  could  express  to  you  the  cul- 
tural rationale  for  tax  reform.  It  is  a 
frustration  and  an  anger  with  the 
present  Code.  I  remember  a  couple  of 
years  ago  I  was  on  a  call-in-show  in 
New  Jersey.  The  caller  phoned  in  and 
said.  "You  know.  I  really  like  that  tax 
proposal  you  have  made."  I  say, 
••Why?" 

He  said.  "I  pay  an  effective  tax  rate 
of  38  percent  and  my  next-door  neigh- 
bor, who  makes  the  same  income  I  do, 
pays  an  effective  tax  rate  of  6  percent. 
Yet  he  thinks  I  am  stupid  because  I 
don't  spend  all  my  time  trying  to 
figure  out  how  I  can  lose  money  in 
order  to  pay  less  taxes." 

"But,"  he  said,  "I  am  a  chemist.  I 
like  doing  what  I  do  best  in  the  labora- 
tory. And  with  this  tax  reform.  I  will 
be  able  to  do  that  and  my  neighbor, 
who  makes  about  the  same  income  I 
do,  will  have  to  pay  his  fair  share." 

The  rationale  culturally  for  tax 
reform  is  that  equal  income  should 
pay  equal  tax.  Just  a  few  facts  convey 
that  meaning.  In  recent  years,  the  ef- 
fective tax  rate  paid  by  many  people 
who  made  more  than  $1  million  in  this 
country  has  been  about  17  percent. 
That  is  what  they  actually  paid.  Many 
middle-income  families  pay  more  than 
that. 

The  second  fact.  I  1969.  there  were 
10,000  tax  shelter  cases  in  some  stage 
of  audit  or  litigation.  The  Commission- 
er of  the  Internal  Revenue  Service 
told  us  that  in  1985,  there  were 
263.000  tax  shelter  cases  in  some  stage 
of  audit  or  litigation  and  that  was  with 
a  1  percent  audit  policy. 

The  third  fact:  In  1967,  the  value  of 
all  loopholes  was  about  $37  billion. 
This  year,  the  value  of  all  loopholes 
will  be  over  $400  billion. 

Mr.  President,  I  was  on  a  dais  in  New 
Jersey  not  so  long  ago— actually,  2 
years  ago.  I  told  this  story  during  the 
Senate  debate  on  the  bill.  It  bears  re- 
peating. I  was  seated  next  to  a  major 
executive  in  New  Jersey,  who  said  to 
me  during  the  salad,  "You  know.  Sena- 
tor, I  have  a  problem  with  my  son." 

For  a  politician,  that  is  what  I  call  a 
threshold  question:  Do  you  followup 
on  it  or  do  you  leave  it?  Well.  I  was  up 
for  reelection  so  I  followed  up  on  it. 

He  said.  "You  know,  my  son  is  27 
years  old  and  he  works  for  a  corpora- 
tion, but  all  he  can  think  about  is  how 
to  avoid  paying  taxes."  I  tell  him, 
"Look,  go  to  work,  learn  your  profes- 
sion, move  up  in  the  company,  pay 
your  taxes:  don't  try  to  avoid  it.  But 
all  he  thinks  about  is  trying  to  avoid 
paying  taxes." 

Then  he  said,  "Senator,  you  know 
my  concern?  I  am  afraid  there  is  a 
whole  generation  of  young  people  out 
there  who  will  grow  up  believing  they 
have  no  responsibility  to  pay  for  the 


functions  of  Government  and  I   am 
worried." 

Mr.  President,  he  should  be  worried. 
We  should  all  be  worried  because  vol- 
untary compliance  is  what  has  charac- 
terized the  income  tax  system  from 
the  beginning  and  it  is  eroding.  That 
might  be  why  the  seventh  largest 
economy  in  the  world  is  the  under- 
ground economy  of  the  United  States. 
That  might  also  be  why  when,  in  1981, 
a  pollster  named  Dan  Yankelovich  did 
a  poll  and  he  asked  the  American 
people,  "Do  you  think  you  will  get 
ahead  if  you  abide  by  the  rules?"  81 
percent  of  the  people  asked  said  "no." 
Mr.  President,  I  think  the  set  of 
rules  that  they  were  referring  to  in 
part  were  the  tax  rules  that  produce  a 
result  in  which  equal  incomes  do  not 
pay  equal  tax.  With  this  tax  reform 
bill,  there  will  be  a  restoration  of  trust 
in  the  rules,  in  the  tax  rules.  So  that  is 
the  cultural  rationale. 

But  you  might  have  an  economic  ra- 
tionale—let the  market  allocate  the  re- 
sources—and a  cultural  rational  that 
equal  incomes  should  pay  equal  tax, 
but  this  is  Washington  and  we  have  to 
have  a  political  rationale  as  well. 

There  is  a  slogan.  The  slogan  is,  in 
the  political  rationale,  the  Democrats 
argue  for  tax  reform  because  it  allows 
you  to  be  for  growth  and  equity  simul- 
taneously. The  Republicans  argue  that 
they  are  for  tax  reform  because  this  is 
a  realignment  issue. 

But  those  are  just  slogans,  Mr.  Presi- 
dent. If  we  really  want  to  find  the  po- 
litical rationale  for  tax  reform,  we 
have  to  look  at  who  the  taxpayers  are, 
and  we  have  to  remember  that  in  1984, 
more  people  paid  taxes  than  voted  for 
President. 

There  are  just  a  couple  of  facts  we 
have  to  remember  about  who  the  tax- 
payers are.  The  median  income  in 
America  is  $23,450.  About  half  the  tax- 
payers earn  more,  about  half  the  tax- 
payers earn  less. 

Second  fact:  85  percent  of  all  tax- 
payers earn  under  $40,000  in  income. 

Mr.  President,  sometimes  around 
here,  we  talk  as  if  people  making  $75- 
or  $80-  or  $90-  or  $100,000  were  middle 
income  people.  Well,  I  do  not  deny 
that  people  have  a  tendency  to  spend 
up  to  the  level  of  income  they  have 
and  therefore,  everybody  feels 
pinched.  But  fully  97  percent  of  all 
the  taxpayers  earn  under  $75,000.  An- 
other way  to  put  it  is  only  3  percent  of 
all  taxpayers  earn  more  than  $75,000. 
So,  Mr.  President,  let  us  keep  in 
mind  who  these  taxpayers  are  as  we 
think  about  tax  reform. 

D  2100 

(Mr.  TRIBLE  assumed  the  chair.) 
Mr.  BRADLEY.  The  key  to  under- 
standing the  political  rationale  in  ad- 
dition to  knowing  who  the  taxpayers 
are  is  to  be  found  in  the  figures  that  I 
earlier  referred  to  on  the  value  of 
loopholes.  The  loopholes  in  1967  were 


worth  $37  billion;  the  loopholes  today 
are  worth  over  $400  billion.  In  that 
period  from  1967  to  1984.  as  a  result  of 
economic  growth  and  inflation,  the 
Federal  Government  had  a  surplus  of 
revenues,  and  the  Federal  Govern- 
ment had  to  decide  what  it  was  going 
to  do  with  that  surplus  of  revenues. 
One  of  the  things  it  did,  Mr.  President, 
was  spent  some  more  in  certain  pro- 
gram areas.  But  by  and  large  what  it 
did  most  was  increase  the  number  and 
value  of  loopholes  from  $37  billion  in 
1967  to  over  $400  billion  today. 

Mr.  President,  there  is  one  thing 
that  we  did  not  do.  The  one  thing  the 
Congress  did  not  do  with  those  surplus 
revenues  is  recycle  them  to  middle 
income  taxpayers  in  the  form  of  lower 
tax  rates,  or  recycle  them  to  low 
income  taxpayers  in  the  form  of  in- 
creased exemptions  and  increased 
standard  deductions.  As  a  result,  you 
found  more  and  more  low  and  middle 
income  taxpayers  paying  a  greater  and 
greater  proportion  of  their  family 
budget  in  taxes. 

So,  Mr.  President,  when  Members  of 
the  Senate  argue  against  this  bill  be- 
cause they  have  not  heard  from  any- 
body out  there  who  is  clamoring  to 
support  it,  and  they  have  heard  from  a 
number  of  special  groups  who  are  op- 
posed to  it,  that  does  not  surprise  me. 
When  a  politician  mentions  the  word 
"taxes"  these  days,  people  do  not  want 
to  hear  it  because  they  figure, 
"Woops,  there  it  comes,  another  grab 
into  my  pocket  for  my  hard-earned 
money." 

This  is  one  bill  that  I  believe  is  dif- 
ferent for  middle  and  low  income  tax- 
payers in  particular. 

Every  speaker  who  has  taken  the 
floor  today  and  talked  about  tax 
reform  has  said,  "Well,  there  are  some 
things  I  like,  some  things  I  don't  like," 
either  of  which  are  reasons  to  vote  for 
or  against  the  bill. 

The  one  thing  that  everyone  said 
they  liked  is  that  this  bill  takes  6  mil- 
lion low  income  people  off  the  tax 
rolls.  But  then  they  dismiss  it  as  some- 
thing that  is  as  sure  or  unsurprising  as 
the  fact  that  the  sun  will  rise  tomor- 
row morning. 

If  it  is  so  unexceptional,  if  it  is  some- 
thing that  is  so  taken  for  granted.  Mr. 
President,  why  has  it  not  happened 
before?  This  is  a  major  accomplish- 
ment. For  example,  take  a  single 
parent  with  three  kids  making  $12,000. 
What  will  this  tax  bill  mean  to  them? 
It  will  mean  they  pay  $1,200  less  in 
income  tax.  It  will  mean  they  get  an 
83-percent  tax  cut.  It  will  mean  they 
have  an  increase  of  10  percent  in  after- 
tax income. 

What  about  a  couple  with  two  kids 
making  $15,000?  They  will  have  a  tax 
cut  of  $826,  Mr.  President.  And  what 
does  this  say  when  we  pass  a  bill  that 
takes  6  million  people  off  the  rolls, 
that  gives   this  size   tax   cut   to  low 
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income  working  families?  What  it  un- 
derlines and  emphasizes  are  values 
with  which  I  think  everyone  in  this 
body  would  agree— values  that  say 
work  instead  of  welfare,  dignity  in- 
stead of  despair,  that  effort  pays  off, 
that  you  should  not  be  penalized  if 
you  try  to  improve  the  quality  of  life 
for  your  family. 

Mr.  President,  I  think  it  is  one  of  the 
major  accomplishments  of  this  bill 
that  in  fact  low-income  families  are 
going  to  get  such  a  sizable  tax  break. 

What  about  the  middle  class,  Mr. 
President?  We  have  heard  a  lot  of  talk 
about  that.  Just  a  few  facts  and  defini- 
tions. Let  us  define  middle  class  as  a 
household  with  an  income  of  $19,000 
to  $47,000.  Ninety  percent  almost  of 
all  taxpayers  in  this  country  fall  under 
that  figure.  Middle  class.  $19,000  to 
$47,000. 

Now,  what  has  happened  to  that 
group  of  Americans?  Well,  in  1978,  Mr. 
President,  the  middle  class,  defined  as 
$19,000  to  $47,000.  represented  52  per- 
cent of  the  American  taxpayers.  But 
in  1984.  Mr.  President,  that  group  of 
Americans  represented  only  44  percent 
of  the  American  taxpayers.  So  what 
happened  to  those  Americans  who 
were  middle  class  but  now  are  not? 

What  happened  to  over  two-thirds  of 
them,  or  70  percent  of  them,  was  that 
they  dropped  down  under  the  middle 
class  level  of  $19,000;  their  economic 
circumstance  deteriorated;  that  in 
America  between  1978  and  1984  a  siza- 
ble proportion  of  Americans  became 
poorer.  Frankly,  I  think  we  have  an 
obligation  to  reverse  that  trend.  I 
would  argue  that  this  bill  does  reverse 
that  trend. 

What  does  it  do  for  these  middle 
income  taxpayers?  First  of  all,  four 
out  of  five  taxpayers  in  this  country 
they  will  pay  no  more  than  a  15-per- 
cent tax  rate.  Before  bracket  creep 
took  those  taxpayers  up  in  the  higher 
and  higher  tax  rates,  there  was  a  time 
in  the  early  sixties  when  four  out  of 
five  taxpayers  paid  no  more  than  the 
bottom  tax  rate.  This  bill  returns  us  to 
the  time  when  four  out  of  five  taxpay- 
ers will  pay  no  more  than  the  bottom 
rate,  in  this  case  15  percent. 

What  else  happens  to  these  middle- 
income  taxpayers?  They  keep  their 
biggest  deductions.  They  keep  mort- 
gage interest  deductions,  property  tax 
deductions.  They  are  allowed  a  $2,000 
IRA.  They  keep  charitable  contribu- 
tions. They  are  allowed  to  deduct  their 
child  care  expenses. 

These  middle-class  persons,  who  rep- 
resent the  vast  majority  in  this  coun- 
try, not  only  get  a  15-percent  tax  rate 
but  they  also  get  to  keep  the  deduc- 
tions that  they  most  use. 

What  does  this  bill  specifically  mean 
to  them  in  dollars  and  cents?  Well,  for 
69  million  Americans  earning  under 
$50,000  in  income,  in  the  first  year 
after  passage  of  the  bill  they  will  get  a 
tax  cut— 12  million  will  have  a  tax  in- 


crease, 69  million  will  have  a  tax  cut. 
But  as  I  have  tried  to  argue  through- 
out this  debate,  the  value  of  this 
reform  to  the  middle-income  taxpayer 
is  not  what  happens  in  that  snapshot. 
It  is  not  what  happens  in  that  1  year 
because  this  is  not  a  1-year  tax  cut. 
This  is  a  reform  of  the  system,  and  for 
that  middle-income  family  what  it 
means  is  if  they  are  making  $30,000 
and  the  other  spouse  takes  a  job  and 
they  earn  another  $10,000,  they  are 
going  to  pay  less  of  that  additional 
income  in  taxes  because  they  will  still 
be  in  a  15-percent  bracket.  In  fact, 
under  the  current  law.  some  people 
who  are  in  a  33-percent  bracket  will 
under  this  bill  be  in  a  15-percent 
bracket.  This  means  if  you  earn  more 
you  are  not  going  to  be  bumped  into  a 
higher  bracket.  A  family  of  four  will 
be  able  to  earn  over  $40,000  before 
they  are  bumped  into  the  higher  tax 
bracket.  And  even  then,  they  will  still 
pay  no  more  than  28  percent. 

So.  Mr.  President,  as  a  result  of  this 
bill  no  longer  will  people  in  poverty 
pay  more  in  tax  than  some  million- 
aires. As  a  result  of  this  bill,  no  longer 
will  some  middle-income  taxpayers 
pay  a  higher  tax  rate  than  some  multi- 
million-dollar corporations. 

Mr.  F»resident,  what  about  simplici- 
ty? The  argument  has  been  made. 
"Gee.  it  does  not  do  much  for  simplici- 
ty." For  about  13  to  14  million  Ameri- 
cans, it  does  a  lot  for  simplicity,  be- 
cause those  are  Americans  who  are 
now  itemizing  their  returns,  and  who. 
as  a  result  of  the  increase  in  the  stand- 
ard deduction  and  the  exemption,  will 
be  using  a  short  form  and  will  not 
have  to  itemize  their  returns. 

D  2110 

Mr.  President,  I  believe  this  bill  has 
an  economic  rationale,  it  has  a  cultur- 
al rationale,  and  it  has  a  political  ra- 
tionale. When  I  go  back  to  New  Jersey 
from  time  to  time,  people  say  to  me: 
"When  are  you  Democrats  and  Repub- 
licans going  to  get  together  and  do 
something  positive  for  America  in- 
stead of  this  partisan  bickering?" 

Mr.  F*resident,  I  say  that  we  have 
done  something  positive  for  America. 
And  I  would  say  that  what  we  have 
done  in  passing  this  tax  reform  bill 
should  give  the  American  people  a 
greater  sense  of  confidence  about  our 
ability  as  an  institution  to  deal  with 
the  other  complex  issues  that  confront 
us  in  the  economic  area. 

No  one  is  arguing  that  all  one  need 
do  is  tax  reform.  It  is  a  necessary  com- 
ponent, but  it  is  not  a  complete  agenda 
for  economic  growth.  We  have  to  move 
on  exchange  rates.  We  have  to  remove 
the  debt  timebomb  out  there  that  has 
taken  a  million  jobs  from  this  country 
in  the  last  4  years.  We  have  to  reduce 
the  deficit.  We  have  to  toughen  up  our 
trade  laws.  But  because  we  have  dem- 
onstrated our  capacity  and  our  will  to 
act  on  something  as  complicated  as 


tax  reform,  with  the  many  powerful 
forces  on  all  sides,  it  should  give  the 
American  people  confidence  that  we 
will  be  able  to  deal  effectively  with 
these  other  problems  as  well. 

Mr.  President,  ultimately  what  tax 
reform  is  about  is  a  debate  in  this 
country  as  old  as  the  Nation.  If  you  go 
back  and  read  the  Federalist  Papers, 
you  find  that  debate  raging  there.  It 
can  be  boiled  down,  in  part,  to  one 
simple  question,  and  that  is:  Do  you 
believe  a  legislator's  job  is  to  represent 
this  group  and  that  group,  this  inter- 
est and  that  interest,  or  do  you  believe 
that  he  or  she  should  strive  to  repre- 
sent the  general  interest?  I  believe  the 
latter,  and  I  believe  tax  reform  is  the 
issue,  and  I  believe  the  Senate  and  the 
House,  in  passing  this  legislation,  will 
have  acted  in  the  general  interest. 

Mr.  President,  in  addition  to  the  dis- 
tinguished Senator  from  Louisiana 
(Mr.  Long),  whom  I  praised  earlier  and 
told  of  my  affection  and  respect  for 
his  ability  and  his  amazing  wit  and  his 
sensitivity  to  everyone,  and  in  addition 
to  offering  a  generous  and  what  I 
thought  a  heartfelt  compliment  to  the 
distinguished  chairman  of  the  commit- 
tee. Senator  Packwood,  I  would  like  to 
thank  a  number  of  other  people. 

I  thank  Livia  Bardin,  of  the  Fair 
Tax  Foundation,  who  has  worked  tire- 
lessly to  ensure  that  the  general  inter- 
est was  as  well  represented  as  the  spe- 
cial interests. 

I  thank  the  staffs  of  the  Finance. 
Ways  and  Means,  and  Joint  Tax  Com- 
mittees, who  have  all  put  in  endless 
hours  to  translate  tax  reform  into  law. 

In  particular,  I  want  to  thank  Dave 
Brockway  and  Randy  Weiss,  who  have 
worked  with  me  since  1981,  when  I 
began  designing  the  first  fair  tax. 

I  thank  Mary  Frances  Pearson, 
Bruce  Davey,  Ben  Hartley,  and  Karen 
Phillips  for  their  valuable  assistance 
in  drafting  several  provisions  in  the 
bill. 

I  thank  Bill  Wilkins,  Randy  Har- 
dock,  and  Barbara  Groves  for  their 
expert  advice  and  courteous  coopera- 
tion. 

I  thank  Joe  Minarik  for  all  the  rab- 
bits he  pulled  out  of  the  hat,  for  his 
expertise,  hard  work,  and  generous 
commitment  to  tax  reform. 

I  thank  Marsha  Aronoff,  my  chief  of 
staff,  who  was  the  captain  of  strategy 
and  was  tireless  in  her  work  and  com- 
mitment. Also,  Gina  Despres,  who 
helped  shape  the  idea  from  the  begin- 
ning, who  worked  hard  and  long  to 
further  the  bill,  and  who  interpreted, 
argued,  reasoned,  and  fought  for  the 
idea  relentlessy. 

Now  it  appears  that  all  of  us— Sena- 
tor Packwood  and  Senator  Long  and 
the  staff  and  me— all  who  have  worked 
on  this,  have  won.  I  am  proud  of  what 
I  hope  we  are  about  to  do,  because  in 
approving  this  conference  report,  we 
will  be  ignoring  the  screams  of  the 
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special  interests,  we  will  be  ignoring 
the  party  labels,  and  we  will  be  doing 
what  is  right  for  America. 

Mr.  President,  if  there  is  one  lesson 
that  I  personally  take  away  from  this, 
it  is  that  if  you  work  hard,  if  you  try 
to  think  a  problem  through,  if  you 
think  about  how  to  communicate  it 
and  how  it  affects  people's  lives,  if  you 
recognize  that  it  takes  more  than  just 
one  person,  that  it  takes  many  people 
to  succeed,  then  you  are  able  to  over- 
come even  the  most  entrenched  inter- 
ests and  the  most  difficult  obstacles. 

I  yield  the  floor. 

The  PRESIDING  OFFICER.  The 
Senator  from  Hawaii. 

D  2120 

Mr.  MATSUNAGA.  Mr.  President, 
as  a  member  of  the  conference  com- 
mittee, I  rise  in  support  of  the  confer- 
ence report  on  the  Tax  Reform  Act  of 
1986  (H.R.  3838). 

Mr.  President,  I  do  not  believe  that 
any  Member  of  this  body  will  disagree 
with  the  obser\'ation  that  our  present 
Tax  Code  has  turned  this  great  society 
of  ours  into  would-be  tax  avoiders  and 
evaders.  There  was  a  time  in  our  coun- 
try's past  when  American  workers 
would  invest  their  savings  in  business 
in  order  to  share  in  the  profits  of  our 
great  free  enterprise  system.  Today, 
however,  there  is  a  tendency  to  make 
investments  in  tax  shelters  in  order  to 
avoid  the  payment  of  Federal  taxes. 
Voluntary  compliance,  which  is  the 
very  essence  of  our  Federal  income  tax 
system,  has  decreased  markedly  over 
recent  years. 

One  important  accomplishment  of 
the  tax  reform  bill  which  we  are  con- 
sidering today  will  be  to  increase 
public  confidence  in  our  income  tax 
system.  This  in  turn  will  serve  to  in- 
crease public  confidence  in  our  Feder- 
al Government  because  the  income 
tax  return  may  be  the  most  frequent 
source  of  contact  between  citizens  and 
their  Government.  It  is  highly  essen- 
tial that  the  American  public  support 
the  income  tax,  because  basically  it  is 
a  fair  way  to  allocate  the  burden  of 
payment  for  Government  services.  Be- 
cause we  rely  so  heavily  on  the  income 
tax  to  defray  the  cost  of  Government, 
we  need  to  be  sure  that  it  works  pri- 
marily as  a  self-enforcing  system.  A 
self-enforcing  system,  of  course,  re- 
quires voluntary  compliance,  and  vol- 
untary compliance  in  turn,  requires 
public  confidence. 

Mr.  President,  the  pending  tax 
reform  bill  will  increase  public  confi- 
dence because  it  proposes  a  fairer, 
more  efficient,  and  more  rational 
system  than  our  current  Tax  Code. 
The  pending  conference  report  meets 
the  test  of  fairness  by  removing  from 
the  tax  rolls  6  million  low-income  tax- 
payers who  are  struggling  to  earn  a 
living  wage.  The  liberalization  of  the 
earned  income  credit  will  help  to 
assure  that  low-income  citizens  are  no 


longer  taxed  into  poverty.  The  bill 
also  meets  the  test  of  fairness  because 
it  provides  that  any  corporation  which 
reports  a  profit  must  pay  a  minimum 
Federal  income  tax.  Individual  high 
income  earners  must  also  pay  a  mini- 
mum Federal  income  tax  under  the 
new  tax  measure.  This  will  end  the  sit- 
uation under  the  present  code,  where 
working  men  and  women  earning  low- 
and  middle-incomes  find  themselves 
paying  thousands  of  dollars  of  taxes, 
while  corporations  or  individuals  earn- 
ing millions  of  dollars,  pay  no  taxes  at 
all.  Those  taxpayers  justifiably  con- 
clude that  something  is  very  wrong 
with  our  state  of  affairs. 

Mr.  President,  the  legislation  before 
us  meets  the  test  of  economic  efficien- 
cy by  restoring  the  market  to  its  right- 
ful position  as  the  allocator  of  re- 
sources in  our  economy.  This  is  accom- 
plished through  the  dramatic  lowering 
of  the  individual  tax  rate  by  eliminat- 
ing deductions,  credits,  and  other  pref- 
erences. The  14  individual  income  tax 
brackets  with  its  50-percent  maximum 
rate  are  replaced  by  two  brackets  of  15 
and  28  percent.  The  maximum  corpo- 
rate tax  rate  is  reduced  from  46  to  34 
percent  with  lower  graduated  rates  for 
small  business.  In  my  judgment,  the 
reduction  in  rates,  coupled  by  the  ex- 
pansion of  the  income  tax  base,  will 
result  in  a  more  economically  based 
system  because  it  will  lessen  the  incen- 
tive to  invest  in  tax  shelters  and  in- 
crease the  incentive  to  invest  in  eco- 
nomically viable  enterprises. 

Mr.  President,  a  number  of  commen- 
tators have  expressed  concern  that  the 
reduction  in  the  top  individual  rate  is 
far  too  dramatic  in  this  bill  and  will  di- 
minish the  progressive  nature  of  the 
individual  income  tax  system.  I  am  in- 
clined to  agree.  Our  recent  experience 
has  shown  us,  however,  that  a  higher 
maximum  individual  rate  of  90,  70,  or 
50  percent  will  not  guarantee  a  pro- 
gressive system,  since  tax  shelters 
have  been  allowed  to  lower  dramatical-, 
ly  the  real  effective  tax  rates.  I  would 
far  prefer  a  system  of  lower  rates  built 
upon  a  broad  base  rather  than  a 
system  of  high  marginal  rates  built  on 
a  base  riddled  with  loopholes. 

Mr.  President,  the  conference  report 
meets  the  test  of  rationality  by  re- 
warding the  kind  of  person  that  the 
current  system  unjustly  penalizes.  The 
person  who  is  frugal,  who  does  not 
borrow  to  finance  current  consump- 
tion, and  who  invests  his  funds  to 
maximize  income  gets  a  fair  shake  in 
the  pending  measure. 

Under  our  current  tax  system,  favor- 
itism is  shown  toward  persons  who 
borrow  to  live  beyond  their  means  and 
invest  for  tax  advantages.  The  bill 
before  us  corrects  that  situation  by 
limiting  the  use  of  tax  shelter  losses 
and  by  phasing  out  the  tax  subsidy  for 
consumer  debt.  Instead,  such  persons 
will  be  encouraged  to  save  by  the  low 
marginal  tax  rates  in  the  bill.  In  addi- 


tion, the  bill  dramatically  lowers  the 
marginal  rate  of  tax  on  increases  in 
income  that  can  result  from  prudent 
savings,  such  as  compounding  interest 
on  savings  accounts  and  certificates. 

Mr.  President,  in  a  bill  of  this  magni- 
tude, there  will  often  be  provisions 
which  we  find  to  be  unpalatable. 
There  is  one  particular  area  of  the  tax 
reform  conference  agreement  which 
troubles  me.  I  refer  specifically  to  the 
retroactive  effective  date  of  July  1, 
1986,  for  the  repeal  of  the  3-year  basis 
recovery  rule  for  pension  benefits.  As 
a  member  of  the  conference  commit- 
tee I  opposed  the  retroactive  nature  of 
the  provision.  I  worked  with  other 
conferees  in  an  effort  to  obtain  a  pro- 
spective effective  date  for  this  change, 
and  argued  that  Congress  should  pro- 
vide for  a  reasonable  transition  period 
so  that  those  who  have  relied  on  the 
current  law  are  not  adversely  affected 
by  a  sudden,  dramatic,  and  retroactive 
change  in  policy.  A  transition  to  a  new 
tax  system  is  always  difficult,  but  in 
this  instance  we  are  unfairly  penaliz- 
ing taxpayers  who  retired  after  July  1, 
1986  with  the  full  expectation  that 
they  would  be  able  to  recover  their 
full  basis  within  the  3-year  period.  I 
am,  therefore,  very  much  disappointed 
that  this  provision  is  contained  in  the 
reform  bill  now  under  consideration. 

Mr.  President,  although  this  bill  is 
not  perfect,  I  believe  it  provides  for  a 
significant  improvement  over  our  cur- 
rent system.  In  deciding  whether  or 
not  to  support  the  bill,  we  should  ask 
ourselves  whether  or  not  the  confer- 
ence agreement  will  result  in  a  fairer, 
more  efficient,  and  more  rational 
system  than  our  present  code.  I  be- 
lieve the  answer  is  in  the  affirmative. 

All  in  all,  Mr.  President,  passage  of 
the  tax  reform  bill  as  reported  by  the 
conference  committee  will  mean  that 
individual  and  business  decisions  will 
once  again  be  made  on  an  economic 
basis,  not  to  avoid  the  payment  of 
taxes.  I  believe  this  bill  will  help  this 
free  enterprise  society  of  ours  to  reach 
its  full  potential.  For  that  reason 
alone,  Mr.  President,  I  believe  the  tax 
measure  before  us  deserves  the  sup- 
port of  this  body.  I,  therefore,  urge  my 
colleagues  to  approve  the  conference 
report. 

In  closing,  Mr.  President,  I  take  this 
opportunity  to  commend  the  chairman 
of  the  Finance  Committee,  the  distin- 
guished Senator  from  Oregon  [Mr. 
Packwood]  and  the  distinguished 
ranking  minority  member  of  the  Fi- 
nance Committee,  the  distinguished 
Senator  from  Louisiana  [Mr.  Long], 
who  unfortunately  is  leaving  us  after 
this  session.  We  will  miss  him  very 
much,  and  thank  him  for  the  excellent 
counsel  that  he  has  given  us  over  the 
years. 

Finally,  I  wish  to  commend  one  Bill 
Bradley,  who  swished  the  hoop  and 
scored  from  long  distance  by  providing 


much  of  th« 
is  structure< 


I  yield  the 

Mr.  PACI 
suggest  the 

The  PRE 
clerk  will  a 
presence  of 

The  legis 
call  the  roll 

Mr.  RIEC 
unanimous 
the  quorum 

The  PRE 
out  objectio 

The  PRE 
Senator  froi 

Mr.  RIEG 

Mr.  Presi( 
express  m: 
reform  bill 
outset  I  w 
people  whc 
large  mea^ 
There  is  tal 
bill  that  is  1 
that  there 
liberation  a 
is  to  the  coi 
erally  thou 
hours  of  wo 
by  the  Fina 
Senate,  by 
mittee  in  t^l 
both  sides, 
the  Senate 

I  think,  \ 
that  enorrr 
trying  to  dt 
hensive  and 
think  all  ol 
principals  i 
and  recogr 
they  have 
that  they  h 

Having  s 
said,  I  woul 
is  not  perfe 
has  ever  be 
that  in  eve 
the  nature 
that  we  tei 
can,  but  it 
perfect  pro( 

In  this  bi 
do  not  lik( 
but,  on  ba 
much  bett( 
Code.  I  thir 
time  that  v 
ment  decis 
real  econon 


UMI 


71-059  0-87- 


September  26,  1986 


CONGRESSIONAL  RECORD— SENATE 


26513 


owers  the 
creases  in 
n  prudent 
ig  interest 
ificates. 
his  magni- 
provisions 
ipalatable. 
of  the  tax 
;nt  which 
illy  to  the 
)f  July  1, 
■year  basis 
mefits.  As 
e  commit- 
'.  nature  of 
rith  other 
:ain  a  pro- 
lis  change, 
liould  pro- 
ion  period 
ied  on  the 
ly  affected 
'etroactive 
n  to  a  new 
alt,  but  in 
ly  penaliz- 
ter  July  1, 
ition  that 
over  their 
•  period.  1 
sappointed 
ned  in  the 
leration. 
:his  bill  is 
vides  for  a 
;r  our  cur- 
fhether  or 
should  ask 
he  confer- 
n  a  fairer, 
;  rational 
ode.  I  be- 
ffirmative. 
passage  of 
ted  by  the 
mean  that 
isions  will 
economic 
lyment  of 
1  help  this 
rs  to  reach 
at  reason 
ve  the  tax 
s  the  sup- 
e,  urge  my 
conference 


d  one  Bill 

hoop  and 

1  providing 


much  of  the  basis  upon  which  this  bill 
is  structured. 

D  2130 

I  yield  the  floor. 

Mr.  PACKWOOD.  Mr.  President,  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll  to  ascertain  the 
presence  of  a  quorum. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

Mr.  RIEGLE.  Mr.  President,  I  ask 
unanimous  consent  that  the  order  for 
the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

The  PRESIDING  OFFICER.  The 
Senator  from  Michigan,  Mr.  Riegle. 

Mr.  RIEGLE.  I  thank  the  Chair. 

Mr.  President,  I,  too,  rise  tonight  to 
express  my  thoughts  on  this  tax 
reform  bill.  Let  me  just  say  at  the 
outset  I  want  to  congratulate  the 
people  who  have  worked  on  this  in 
large  measure  over  the  last  year. 
There  is  talk  by  some  that  this  is  a  tax 
bill  that  is  being  hurried  through  here 
that  there  has  not  been  sufficient  de- 
liberation about.  But  my  observation 
is  to  the  contrary.  There  have  been  lit- 
erally thousands  upon  thousands  of 
hours  of  work  to  go  into  this,  certainly 
by  the  Finance  Conunittee  here  in  the 
Senate,  by  the  Ways  and  Means  Com- 
mittee in  the  House,  by  staff  people  on 
both  sides,  as  well  as  the  Members  of 
the  Senate  and  the  House. 

I  think,  when  all  is  said  and  done, 
that  enormous  thought  has  gone  in 
trying  to  devise  a  fair  and  yet  compre- 
hensive and  sweeping  tax  reform  bill.  I 
think  all  of  those  that  have  been  the 
principals  in  that  work  deserve  praise 
and  recognition  for  the  effort  that 
they  have  made  and  for  the  result 
that  they  have  produced. 

Having  said  that,  as  others  have 
said,  I  would  also  say  that  this  tax  bill 
is  not  perfect.  I  am  not  sure  that  there 
has  ever  been  a  piece  of  tax  legislation 
that  in  every  respect  is  perfect.  It  is 
the  nature  of  the  legislative  process 
that  we  tend  to  produce  the  best  we 
can,  but  it  is  essentially  always  an  im- 
perfect product,  if  you  will. 

In  this  bill  there  are  aspects  that  I 
do  not  like  and  wish  were  different, 
but,  on  balance,  I  think  this  bill  is 
much  better  than  the  existing  Tax 
Code.  I  think  it  is  right  to  say  that  it  is 
time  that  we  start  making  our  invest- 
ment decisions  in  America  based  on 
real  economics  and  not  on  tax-loss  eco- 
nomics. 

I  also  think  it  is  time  that  everyone 
paid  their  fair  share  of  the  cost  of 
Government.  Today  those  that  pay 
their  taxes  and  do  not  use  tax  avoid- 
ance methods  or  tax  loopholes,  as  we 
talk  about  them,  are  ending  up  not 
only  paying  their  share  of  the  cost  of 
Government,  but  they  end  up,  in  addi- 
tion, paying  an  extra  cost  for  those 
high    income    individuals    and    high 


income  companies  that  under  the 
present  laws  are  not  paying  any  taxes 
at  all.  Or  if  they  are,  it  is  a  very  nomi- 
nal amount. 

So  the  share  of  the  tax  bill  that 
those  high  income  people  and  compa- 
nies should  be  paying  has  to  get 
dumped  over  on  everybody  else.  And 
that  is  how,  over  the  years,  the  tax 
burden  on  the  individual  citizen  has 
risen  and  is  now  higher  than  it  should 
be,  because  they  are  being  asked  to 
carry  not  only  their  fair  share  but 
somebody  else's  share.  And  that  is 
wrong  and  that  is  something  that  this 
bill  changes. 

In  fact,  that  may  be  the  single  most 
important  part  of  this  bill,  with  the 
fact  of  the  strong  minimum  tax  provi- 
sions, that  everybody  is  being  asked 
now  to  pay  their  fair  share  of  Govern- 
ment and  the  vast  majority  of  taxpay- 
ers who  have  been  paying  too  much— 
their  share,  plus  someone  else's 
share— are  going  to  see  their  taxes  go 
down.  They  are  going  to  have  more 
after-tax  income  available  to  them 
from  their  work  to  spend  and  use  or 
invest  however  they  wish,  and  I  think 
that  is  a  very  constructive  step. 

Now,  there  is  a  very  strong,  positive 
bottom  line  to  this  tax  bill.  And  it  is 
important  to  touch  on  some  of  the 
positive  aspects,  because  there  is  great 
public  confusion  today  about  the  tax 
bill.  I  think  a  lot  of  misinformation 
has  been  generated  that  has  tended  to 
cause  people  to  think  that  they  are 
going  to  be  harmed  by  this  tax  bill 
when,  in  fact,  the  overwhelming 
number  of  taxpayers  will  be  helped  by 
it.  The  overwhelming  number  of  tax- 
payers will  pay  less  in  taxes  in  the 
future  than  they  are  paying  at  the 
present  time. 

For  individuals,  80  percent  of  all  tax- 
payers will  be  taxed  at  a  15-percent 
rate,  and  that  is  much  lower  rate  than 
applies  for  most  of  those  taxpayers 
today.  The  personal  exemption  is 
being  increased  substantially.  It  is 
going  up  from  $1,080'  to  $1,900,  and 
then,  in  two  more  steps  over  2  years, 
up  to  $2,000.  The  standard  deduction 
is  also  being  increased  substantially.  It 
is  going  up  from  $3,540  to  $5,000.  A 
very  substantial  increase. 

At  the  same  time,  the  critically  im- 
portant deductible  items  have  been 
maintained  and  protected  and  will  be 
there  in  the  new  Tax  Code.  Certainly, 
mortgage  interest  has  been  mentioned, 
and  mortgage  interest  on  a  home  will 
continue  to  be  deductible.  Income 
taxes  paid  to  State  and  local  units  of 
government  and  property  taxes  paid 
also  will  be  tax  deductible,  as  they  are 
today.  They  will  be  deductible  under 
the  new  bill. 

Fringe  benefits  will  not  be  taxed. 
There  was  a  proposal  that  they  would. 
That  has  bfeen  defeated,  so  there  will 
be  no  taxes  on  fringe  benefits. 

I  led  the  fight  on  the  Senate  floor 
when  we  passed  the  tax  bill  initially. 


to  preserve  the  IRA  accounts,  the  indi- 
vidual retirement  accounts,  as  they  are 
in  the  present  law.  We  have  in  very 
substantial  measure  done  that  in  this 
bill,  although  not  completely.  And  I 
am  frank  to  say  I  wish  we  had  exactly 
the  provision  in  the  new  law  that  is  in 
the  present  law. 

But,  having  said  that,  most  of  the 
taxpayers  in  this  country  will  retain 
their  full  front-end  tax  deduction  for 
IRA's.  And  for  those  that  do  not.  I 
think  that  we  will  find  that  401(k)  pro- 
grams, which  are  maintained  in  the 
Tax  Code,  will  arise  in  those  firms, 
companies  across  the  country,  that 
have  a  large  number  of  employees  who 
presently  will  not  qualify  for  a  con- 
tinuation of  an  IRA  with  the  front- 
end  tax  deduction.  And  when  those 
401(k)  plans  are  formed,  that  will  pro- 
vide an  alternative  way  for  a  person  to 
make  the  same  kind  of  long-term  sav- 
ings, tax  free,  with  the  front-end  tax 
deduction  that  they  may  be  able  to 
now  do  with  respect  to  the  IRA. 

So  I  see  a  way.  even  for  that  relative- 
ly small  number  of  people  that  will 
not  qualify  for  the  front-end  tax  de- 
duction on  IRA's,  to  have  an  alterna- 
tive way  to  accomplish  that  in  the 
future.  And  I  intend  to  be  active  to  see 
to  it  that  that  knowledge  is  spread 
widely  so  that  401(k)  programs  can  be 
developed  and  so  that  avenue  is  made 
available  to  people.  So  there  are  a 
number  of  very  positive  aspects  of  this 
for  individual  citizens. 

But  there  is  confusion  about  that.  I 
maintain  seven  offices  around  my 
State  of  Michigan,  and  I  have  issued  a 
public  invitation  to  any  citizen  of  my 
State  to  bring  in  their  tax  return  from 
last  year  and  let  us  go  through  that 
with  them  to  see  how  the  new  tax  laws 
will  apply,  to  see  if  they  will  come  out 
with  a  tax  cut  or  if  they  would  come 
out  with  their  taxes  the  same  or  if 
they  would  have  an  increase. 

C  2140 

We  have  not  had  a  rather  substan- 
tial number  of  people  come  to  us  and 
ask  us  to  go  through  their  tax  return 
and  provide  that  answer.  We  have 
found  that  in  95  percent  of  the  cases 
of  the  people  that  have  come  in 
random  that  their  taxes  will  be  going 
down,  in  most  cases  going  down  by 
substantial  amounts.  I  will  just  cite 
one  that  happened  today. 

A  gentleman  called  from  Lansing. 
MI.  He  and  his  wife  had  a  taxable 
income  of  $58,000.  He  was  calling  to 
say  that  he  did  not  like  the  tax  bill  be- 
cause he  felt  that  they  were  going  to 
end  up  paying  higher  taxes.  He  esti- 
mated that  to  be  about  $2,000  more  in 
taxes.  He  was  talking  with  a  person 
who  was  the  tax  expert  who  works  for 
me  on  my  staff.  My  person  said, 
"Look,  why  don't  you  get  your  tax 
return  and  let's  go  through  it.  "  The 
fellow  said,   'Well,  fine,  I  will  do  that 
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and  I  will  call  you  back."  So  he  called 
back  in  about  15  minutes.  We  went 
through  that  man's  tax  return  and 
when  we  made  all  the  adjustments  we 
found  out  that  his  taxes,  in  fact,  were 
not  going  up.  This  was  a  joint  return 
with  two  wage  earners.  His  taxes 
would  not  be  going  up.  They  would  ac- 
tually go  down  by  $1,200.  After  that 
had  been  figured  out  in  terms  of  these 
discussions,  the  final  comment  of  the 
man  from  Lansing  who  called  on  the 
phone  was,  "Tell  Senator  Riegle  to 
vote  for  the  tax  bill."  That  has  been 
the  response  that  we  have  found  in 
case  after  case  after  case. 

I  am  not  saying  there  are  not  going 
to  be  some  people  who  will  pay  higher 
taxes  because  some  will.  Those  who 
have  not  been  paying  any  taxes  with 
high  incomes  are  going  to  start 
paying,  as  they  should.  Because  they 
are  going  to  have  to  start  paying, 
others  who  have  been  paying  and 
paying  too  much  are  going  to  be  able 
to  pay  less.  As  I  say.  that,  to  me,  is  the 
great  virtue  of  the  bill. 

Over  on  the  corporate  side,  in  terms 
of  business  tax  changes,  the  corporate 
tax  rate  is  going  to  drop  from  46  per- 
cent to  34  percent.  That  is  a  very  sub- 
stantial change.  There  are  parts  of  the 
business  tax  changes  with  respect  to 
the  loss  of  the  investment  tax  credit, 
and  the  changes  in  some  depreciation 
rules,  and  doing  away  with  the  capital 
gains  tax  rate  differential,  that  are 
very  troubling  to  me. 

I  have  real  reservations  and  qualms 
about  that.  We  may  find  that  in  the 
future  if  there  is  an  impairment  in  the 
capital  formation,  in  the  capital  in- 
vestment, we  are  going  to  have  to  take 
the  step  to  make  tax  changes  in  that 
area.  I  will  be  prepared  to  do  so  if  we 
find  that  is  needed. 

I  think  as  an  offset  to  that,  however, 
dropping  the  corporate  tax  rate  is 
going  to  generate  more  after-tax 
profit,  more  return  of  capital,  more 
money  for  investment  into  businesses, 
for  productivity  improvement,  to 
create  new  jobs,  new  products,  and  im- 
prove processes.  I  think  that  offers  a 
very  substantial  gain  in  that  respect. 

I  hope,  myself,  to  be  able  to  serve  on 
the  Finance  Committee  in  the  next 
session  of  Congress.  There  are  vacan- 
cies that  will  be  occurring,  and  I  hope 
to  fill  one  of  those  vacancies.  If  I  am 
fortunate  enough  to  do  that,  then  I 
would  hope  to  be  at  the  table  when 
future  discusisons  are  made  about  any 
changes  that  may  be  required  later  on 
down  the  line. 

But  we  will  have  to  see  how  it  works. 
There  is  an  enormous  amount  of 
change  going  on  in  this  tax  bill.  There 
will  be  consequences  that  cannot  be 
fully  foreseen,  some  unintended  conse- 
quences. But  where  there  are  prob- 
lems that  arise,  whether  it  is  with  re- 
spect to  the  amount  of  rental  housing 
in  the  country  or  other  things  that 


have  been  raised,  we  will  have  to  move 
to  fix  those  problems. 

I  want  to  say  one  other  thing  with 
respect  to  the  State  of  Michigan.  Over 
the  last  year  after  President  Reagan 
proposed  this  effort  to  change  the  tax 
laws  to  have  tax  reform  which  I  salute 
him  for  doing,  I  think  it  was  right  of 
him  to  say  that,  and  I  congratulate 
him  for  staying  with  it  all  the  way 
through  the  process.  But  I  went 
around  the  State  of  Michigan.  I  con- 
ducted 19  public  meetings  in  locations 
across  the  State,  and  had  over  4.000 
people  come  out  and  sit  with  me  in 
meetings  that  would  last  2.  3.  4,  5 
hours  in  some  cases,  in  large  group 
sessions  as  we  talked  through  what 
the  people  of  my  State  said  they 
wanted  in  the  way  of  tax  reform. 

In  every  single  major  item  that  I 
heard  them  talk  about,  and  I  asked  for 
votes  by  show  of  hands  in  those  19 
meetings  across  the  State  of  Michigan, 
every  single  item  that  was  raised  in 
those  meetings  by  the  majority  of 
people  there  saying  that  they  felt  it 
was  important,  has  been  incorporated 
in  this  tax  reform  bill. 

The  mortgage  interest  deduction  has 
been  retained,  charitable  deductions 
for  itemizers  have  been  retained,  the 
property  and  State  income  tax  and 
local  tax  deductions  have  also  been 
maintained. 

People  said  no  taxation  on  fringe 
benefits.  We  have  kept  that  out.  They 
said  no  taxation  on  the  inside  buildup 
of  insurance  policies.  We  have  kept 
that  out. 

So  we  accomplished  the  things  that 
people  said  they  really  wanted.  They 
also  said  they  wanted  a  stiff  minimum 
tax  on  people  with  high  incomes  who 
were  not  paying  anything,  and  high 
income  corporations  that  were  not 
paying  anything.  They  said  they 
wanted  them  to  pay  a  fair  share  in  the 
future.  That  has  been  accomplished. 
That  is  the  way  we  are  able  to  lower 
tax  rates  for  everybody  else. 

So  I  can  say  tonight  to  my  col- 
leagues here,  and  if  I  were  able  in  turn 
to  speak  to  those  in  my  State  who  had 
attended  all  of  those  tax  forums 
around  the  State  of  Michigan,  this  bill 
meets  the  critical  items  that  in  each  of 
those  meetings  citizens  from  my  State 
said  they  felt  were  most  important.  I 
am  pleased  to  be  able  to  report  that 
now. 

I  want  to  say  one  other  thing  with 
respect  to  the  IRA's.  Then  I  will  in 
short  order  conclude  here. 

I  think  the  individual  retirement  ac- 
counts have  been  vitally  important  to 
our  country  in  two  respects:  One,  it 
has  encouraged  people  to  establish  a 
supplementary  savings  program,  and 
to  put  money  aside  for  their  own  re- 
tirement years,  and  increasing  num- 
bers of  people  have  taken  advantage 
of  that  intelligent  option  to  do  exactly 
that.  I  think  that  has  been  one  very 
substantial    benefit    to    the    country. 


The  other  is  it  has  created  an  enlarg- 
ing pool  of  savings  and  capital  invest- 
ment money  that  is  invested  for  the 
long  term  that  in  turn  can  be  recycled 
and  invested  in  the  economy  for  eco- 
nomic growth. 

So  it  is  very  important  that  we  main- 
tain the  individual  retirement  ac- 
counts. The  front-end  deduction  on 
IRA's  is  retained  for  most  taxpayers. 

So  I  think  we  have  largely  succeeded 
in  this  area.  As  I  said  earlier,  the 
401(k)  provides  an  alternative  route 
for  those  that  would  no  longer  qualify 
either  because  of  income  level  or  be- 
cause of  the  fact  that  a  spouse  would 
otherwise  be  in  a  retirement  program. 
So  I  think  we  have  had  a  substantial 
victory  there. 

Let  me  say  again,  a  15-percent  tax 
rate  will  apply  to  80  percent  of  all  the 
taxpayers  in  this  country.  In  my  view, 
in  my  own  State  of  Michigan,  and  I 
think  stretching  across  the  country, 
the  overwhelming  majority  of  taxpay- 
ers are  going  to  be  receiving  a  tax  cut 
and  a  tax  cut  of  some  significant 
amount. 

As  we  have  gone  through  those  indi- 
vidual tax  calculations  based  on  peo- 
ple's tax  returns  for  last  year,  that  is 
exactly  what  we  have  found. 

So  I  am  convinced  after  spending  a 
very  substantial  part  of  the  last  year 
working  on  this  problem  directly  with 
my  constituents  and  as  well  here  in 
the  Senate  that  we  are  going  to  see  an 
overwhelming  number  of  people  re- 
ceiving a  tax  cut. 

So  I  am  going  to  vote  for  this  tax  bill 
because  I  think  on  balance,  despite 
some  defects  it  has,  that  it  is  substan- 
tially better  than  the  existing  law.  I 
think  it  is  time  to  overhaul  our  tax 
system  to  make  it  fairer.  I  think  this  is 
the  best  that  we  can  hope  to  do  at  this 
time. 

I  want  to  particularly  praise  Senator 
Packwood  and  Senator  Long  for  their 
leadership  on  this  in  the  Senate.  Cer- 
tainly the  Senator  from  Louisiana, 
who  is  going  to  be  retiring,  is  a  tax 
expert  of  reknown  and  someone  who 
will  be  greatly  missed  when  he  leaves 
us. 

I  also  want  to  particularly  acknowl- 
edge the  work  of  Senator  Bradley, 
and  Chairman  Rostenkowski  in  the 
House.  I  think  this  tax  reform  bill  is 
one  that  we  should  vote  for.  I  think  we 
can  do  so  with  some  sense  of  pride  and 
accomplishment.  I  would  hope  my  col- 
league would  join  in  voting  for  this 
bill. 

I  yield  the  floor. 

Mr.  BRADLEY.  Mr.  President,  some 
Senators  have  said  that  the  major  pri- 
vate universities  in  this  country  are 
opposed  to  tax  reform  because  they 
lost  several  tax  benefits. 

To  counter  those  arguments  I  quote 
from  a  letter  written  by  William  G. 
Bowen,  president  of  Princeton  Univer- 
sity, Princeton,  NJ.  He  writes: 
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Is  tax  reform,  and  more  particularly  the 
present  conference  bill,  worth  supporting  In 
spite  of  the  provisions  of  concern  to  colleges 
and  universities?  My  personal  answer  Is  em- 
phatically Yes,  and  if  I  were  a  member  of 
Congress,  faced  with  an  up  or  down  vote  on 
the  package,  I  would  vote  for  it  with  enthu- 
siasm. In  my  view,  it  is  major  step  forward. 

Mr.  President,  I  ask  unanimous  con- 
sent that  his  entire  letter  be  printed  in 
the  Record. 

There  being  no  objection,  the  letter 
was   ordered   to   be   printed    in   the 
Record,  as  follows: 
(Prom  the  Chronicle  of  Higher  Education. 
Sept.  17,  1986] 
HiGHEK  Education  and  Income-Tax  Reform: 
University  Oiticials  Rebut  Recent  Edi- 
torials 

(Following  is  a  letter  that  William  G. 
Bowen,  president  of  Princeton  University, 
sent  to  the  New  York  Times  in  response  to 
an  editorial  on  the  effects  of  tax  reform  on 
higher  education.  The  Times  editorial  was 
reprinted  in  last  week's  issue  of  The  Chron- 
icle.) 

Your  August  24  editorial  "No  More  Hiding 
Behind  Taxes"  responds  to  higher  educa- 
tion's concerns  about  the  tax  bill  with  two 
propositions:  (1)  these  concerns  are  a  small 
price  to  pay  for  overall  reform;  and  <2)  some 
of  the  proposed  changes  swe  desirable  be- 
cause they  would  increase  "efficiency"  and 
shift  greater  responsibility  for  determining 
educational  priorities  to  the  federal  govern- 
ment. 

The  first  proposition  is  reminiscent  of  the 
position  of  the  Secretary  of  Education,  who 
argues  that  since  colleges  and  universities 
have  shared  in  the  general  prosperity  of 
recent  years,  they  ought  to  be  willing  to 
accept  these  damaging  new  provisions  as  a 
necessary  trade-off  for  continuing  national 
prosperity.  But  there  is  nothing  about  pros- 
perity, or  about  tax  reform,  that  mandates 
adoption  of  these  particular  provisions. 
None  of  them  was  in  the  bill  that  passed  the 
Senate.  Each  of  them,  we  are  told,  was  op- 
posed by  a  significant  fraction  of  House  con- 
ferees.  None  of  them  will  have  more  than 
negligible  impact  on  federal  revenues— al- 
though each  could  have  a  sizable  Impact  on 
the  future  of  higher  education  in  this 
country. 

Let  me  focus  on  two  of  these  provisions— 
not  in  an  effort  to  undercut  support  for  a 
tax  bill  which  I  favor  strongly,  but  to  de- 
scribe certain  consequences  that,  in  time, 
need  to  be  addressed. 

One  provision  would  subject  certain 
donors  of  assets  that  have  appreciated  in 
value  (usually  stocks)  to  a  21-per-cent  tax 
on  their  gifts.  Appreciated  assets  account 
for  some  40  per  cent  of  all  gifts  to  higher 
education,  and  a  much  higher  percentage  of 
the  very  large  gifts  that  are  essential  to  any 
major  fund-raising  campaign.  Current  law 
already  limits  the  percentage  of  income  that 
can  be  deducted  for  appreciated  gifts,  so  no 
one  can  escape  taxation  ("zero-out") 
through  such  gifts.  We  should  also  recog- 
nize that  those  who  choose  to  give  less  gen- 
erously because  of  this  new  provision  are 
most  likely  simply  to  hold  on  to  their  assets, 
thereby  depriving  the  government  of  any 
tax  revenues  from  them  while  also  preclud- 
ing their  use  to  support  charitable  purposes. 
A  second  provision  would  exclude,  by 
means  of  a  dollar  limit,  nearly  20  of  the  na- 
tion's leading  private  institutions  from  fur- 
ther tax-exempt  borrowing  for  facilities, 
even  though  the  bill  retains  access  to  this 
important  form  of  financing  for  all  other 


private— and  all  public— colleges  and  univer- 
sities. (I  should  note  that  my  own  institu- 
tion is  one  that  is  still  eligible,  though  it 
too,  in  time,  could  run  afoul  of  this  provi- 
sion.) Tax-exempt  funds  typically  are  used 
for  the  kind  of  expenditures  for  which  pri- 
vate gifts  and  federal  grants  simply  are  not 
available  or  are  not  adequate,  including  the 
very  expensive  renovation  and  rehabilita- 
tion that  are  essential  to  bring  research  fa- 
cilities up  to  modern  scientific  and  safety 
standards. 

Each  of  these  provisions  either  reduces 
revenues  or  adds  to  costs  at  a  time  when 
direct  federal  support  has  failed  to  keep 
pace  with  educational  needs.  And  this  hap- 
pens in  a  bill  that  already  will  reduce  chari- 
table contributions  by  increasing  the 
number  of  non-itemizers;  by  removing  the 
charitable  deduction  for  non-itemizers;  and 
by  lowering  rates  and  thereby  reducing  the 
tax  incentive  to  give.  While  the  initial  deci- 
sion to  make  a  gift  may  be  made  in  the 
heart  (as  is  almost  always  the  case.  I  be- 
lieve), decisions  about  what,  when,  and  how 
much  to  give  generally  are  made  in  the 
head,  with  tax  implications  often  determin- 
ing the  ultimate  size  of  the  gift.  Unlike 
other  sectors  of  society,  charities  suffer  a 
double  whammy;  they  lose  under  the  provi- 
sions expressly  addressed  to  them  and  they 
lose  as  a  result  of  lower  rates.  (There  is  gen- 
eral agreement  that  any  increases  in  giving 
attributable  to  greater  disposable  income 
will  be  more  than  offset  by  the  losses  from 
lower  rates. ) 

But  what  about  the  Time's  appeal  to  "effi- 
ciency "  and  responsibility?  Ironically,  one  of 
the  most  attractive  features  of  the  present 
tax  deduction  for  gifts  of  appreciated  assets 
is  its  demonstrated  efficiency  in  encourag- 
ing the  conversion  of  private  resources  to 
public  purposes;  in  other  words,  in  this  par- 
ticular case  the  gain  to  charities  far  exceeds 
the  loss  to  the  Treasury. 

The  Times's  final  argument  is  that  the 
federal  government  should  be  allocating  re- 
sources directly,  rather  than  using  the  tax 
code  to  encourage  private  donations.  This  is 
the  argument  that  deserves  the  most  critical 
scrutiny,  and  not  just  because  of  the  obvi- 
ous contradiction  with  a  budgetary  climate 
in  Washington  which  plainly  presses  for  less 
direct  support  rather  than  for  more.  What 
is  proposed  is  really  a  new  set  of  relation- 
ships in  our  country.  With  only  a  few  excep- 
tions, it  is  not  the  federal  government  that 
historically  has  taken  direct  responsibility 
for  our  colleges  and  universities.  Our  great 
institutions  of  teaching  and  research  have 
been  created  and  nurtured  by  private  dona- 
tions and  by  the  states,  and  increasingly 
state  institutions  are  looking  to  private 
donors  for  the  dollars  that  can  spell  the  dif- 
ference between  adequacy  and  excellence. 

The  federal  government  has  encouraged 
private  and  local  initiatives  for  two  primary 
reasons:  first,  because  the  existence  of  mul- 
tiple patrons— private  and  public— takes 
pressure  off  the  federal  budget;  second,  be- 
cause the  existence  of  multiple  patrons  also 
contributes  to  the  independence,  diversity, 
and  creativity  characteristic  of  our  unique 
system  of  higher  education. 

To  return  to  the  language  of  your  editori- 
al, it  is  just  not  true  that  direct  government 
expenditures  are  necessarily  "more  effi- 
cient" in  any  relevant  sense  than  mecha- 
nisms for  stimulating  indirect  support  by 
the  private  sector.  The  sad  plight  of  the 
British  universities  today  is  dramatic  evi- 
dence of  what  can  follow  from  greater  na- 
tional dependence  on  central  government 
grants.  Moreover,  the  possibilities  of  both 


infringements  of  academic  freedom  and  log- 
rolling of  the  most  inefficient  kind  are 
clearly  greater  in  this  country  than  in  Brit- 
ain. 

Thus,  what  the  Times  sees  as  a  benefit, 
others  see  as  a  great  risk:  that  under  the 
cover  of  tax  reform,  major  changes  in  na- 
tional educational  philosophy  as  well  as  fi- 
nancing may  occur  without  explicit  discus- 
sion and  with  insufficient  consideration  of 
the  potential  consequences. 

Is  tax  reform,  and  more  particularly  the 
present  conference  bill,  worth  supporting  in 
spite  of  the  provisions  of  concern  to  colleges 
and  universities?  My  personal  answer  Is  em- 
phatically Yes,  and  if  I  were  a  member  of 
Congress,  faced  with  an  up  or  down  vote  on 
the  package,  I  would  vote  for  it  with  enthu- 
slams.  In  my  view,  it  is  a  major  step  for- 
ward. It  promises  greater  fairness  and  xln 
most  respects)  more  efficiency  over  the  long 
run.  It  is  an  outstanding  achievement.  But 
Jthat  does  not  mean  that  it  is  wise  In  all  re-- 
spects,  and  those  of  us  who  most  admire  the 
overall  result  have  a  continuing  obligation,  I 
believe,  to  speak  candidly  about  the  bill's 
shortcomings  and  to  find  ways  to  correct 
them. 

William  G.  Bowen, 
President,  Princeton  University. 

Mr.  DOLE  addressed  the  Chair. 

The  PRESIDING  OFFICER.  The 
majority  leader. 

Mr.  DOLE.  Mr.  President.  I  ask 
unanimous  consent  that  I  may  proceed 
as  if  in  morning  business. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ORDER  OF  PROCEDURE 
Mr.  DOLE.  Mr.  President,  let  me  in- 
dicate first,  I  hope  those  who  want  to 
speak  will  certainly  feel  free  to  come 
on  over,  come  on  in,  wherever  you  may 
be  because  the  distinguished  chairman 
said  he  would  be  here  as  long  as  Mem- 
bers wished  to  speak  tonight.  It  is  our 
hope  that  all  of  those  who  would  like 
to  speak  this  evening,  maybe  with  one 
or  two  exceptions,  will  do  so  and  we 
can  have  a  vote  on  this  bill  no  later 
than  2  p.m.  tomorrow. 


PRESIDENTIAL  VETO  OF  SOUTH 
AFRICA  BILL 

Mr.  DOLE.  Mr.  President,  as  I  be- 
lieve most  of  us  by  now  have  heard, 
the  President  has  decided  to  veto  the 
South  Africa  sanctions  bill.  His  veto 
message  has  probably  already  arrived 
at  the  House  or  will  shortly,  and  I 
expect  the  Senate  will  be  taking  it  up 
next  week. 

I  have  spoken  to  the  President  on 
this  issue  in  recent  days.  I  know  how 
strongly  he  feels  about  it.  I  know  how 
strongly  he  opposes  apartheid.  And  I 
know  how  sincerely  he  wants  to  work 
with  the  Congress  to  see  apartheid 
come  to  an  end. 

But,  I  also  know  that  this  President 
is  not  going  to  do  something  which  he 
fundamentally  believes  to  be  wrong, 
even  if  that  might  be  the  politically 
expedient  thing  to  do.  And  he  believes 
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that  some  elements  of  the  bill  he  had 
before  him  are  wrong;  so  wrong  that 
he  could  not  sign  the  bill. 

I  voted  for  the  bill,  even  though  I 
knew  it  was  far  from  a  perfect  piece  of 
legislation.  Almost  all  of  us  did.  And 
perhaps  for  me,  and  for  others,  it 
might  have  made  things  a  bit  easier 
politically  if  the  President  had  just 
swallowed  hard  and  signed  it.  But  he 
could  not  do  that  in  good  conscience. 

Prom  my  discussions  with  the  Presi- 
dent and  his  senior  advisers  and  from 
what  I  know  about  his  veto  message.  I 
know  that  he  does  not  intend  the  veto 
as  a  challenge  to  the  Congress. 
Rather,  he  intends  it  to  be,  and  sin- 
cerely hopes  it  will  be  seen  as,  an  invi- 
tation to  work  together  with  the  Con- 
gress to  advance  the  causes  all  of  us 
share. 

□  2150 

It  has  not  been  easy  for  me  to  decide 
on  my  own  course.  To  me,  the  absolute 
top  priority  has  been  to  send  a  strong 
message  to  South  Africa  and  to  the 
world  that  the  United  States  is  fed  up 
with  apartheid  and  demands  its  imme- 
diate end.  The  Senate  bill  did  send 
that  message. 

But  I  have  always  believed— and  said 
so  many  times  on  the  Senate  floor  and 
elsewhere— that  an  even  stronger  mes- 
sage could  be  sent  if  the  President  and 
Congress  could  speak  together— and 
let  me  say  again,  strongly  and  togeth- 
er—on this  issue. 

The  President's  veto  message  and 
my  discussions  with  him  make  clear 
that  he  is  not  only  willing  but  anxious 
to  join  with  the  Congress  in  sending  a 
strong  message.  A  message  in  the  form 
of  a  strong  set  of  actions— targeted 
against  apartheid:  sparing,  to  the 
extent  possible,  the  black  victims  of 
that  system;  and  taking  into  account 
our  other  vital  national  interests  in 
southern  Africa. 

It  seems  to  me  the  President  has  in- 
dicated his  willingness  to  go  the  extra 
mile,  so  that  we  can  act  together— just 
as  we  feel  together— on  the  need  to 
end  apartheid. 

I  will  vote  to  sustain  the  President's 
veto.  I  encourage  all  of  my  colleagues 
to  join  with  me. 

Because  I  want  to  end  apartheid. 
And  because  I  am  convinced  that  the 
best  way  to  that  end  is  for  all  Ameri- 
cans to  join  m  a  single,  clear  call  to 
Pretoria— apartheid  must  go,  now. 


TAX  REFORM  ACT  OF  1986— 
CONFERENCE  REPORT 

The  Senate  continued  with  the  con- 
sideration of  the  conference  report. 

Mr.  DURENBERGER  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  Minnesota. 

Mr.  DURENBERGER.  Mr.  Presi- 
dent, it  has  been  a  little  more  than  3 
months   since   the   Members   of   this 


body  voted  nearly  unanimously  to  ap- 
prove the  tax  reform  bill  reported 
from  the  Senate  Finance  Committee, 
of  which  I  am  a  member.  I  recall 
having  reservations  about  some  of  the 
provisions  of  the  Senate  bill. 

And  I  spoke  to  those  concerns  here 
on  the  floor  and  some  of  them  were 
ameliorated  by  our  amendment  proc- 
ess. So.  in  the  end,  I  voted  for  the  bill 
because  I  believed  that  the  whole  of 
the  bill  was  greater  than  the  sum  of 
those  parts. 

In  conference  with  the  House  of 
Representatives,  a  good,  but  not  per- 
fect bill  met  a  bill  which  was  so  short 
of  good  tax  policy  that  it  could  not 
pass  the  House  on  its  merits.  It  passed 
by  a  slim  margin  only  because  Presi- 
dent Reagan  promised  a  Senate  Fix. 
Well,  he  got  it. 

But  some  of  what  he— and  we— did 
not  like  in  the  House  bill,  comes  back 
to  us  in  this  conference  report. 

Because.  Mr.  President,  that  is  the 
nature  of  legislative  compromise.  De- 
spite what  some  might  characterize  as 
the  degradation  from  blending  the  two 
bills,  this  conference  report  was  ap- 
proved by  the  House  292-136.  That  is  a 
most  significant  endorsement  of  the 
contribution  this  Senate  made  to  im- 
proving the  quality  of  tax  reform. 

In  reaching  a  decision  on  casting  my 
vote  today.  I  have  tried  to  balance 
that  which  today  I  know  about  this 
bill  against  the  unknowns  and  uncer- 
tainties that  this  measure  holds  for 
our  economic  future,  many  of  which 
have  been  alluded  to.  On  balance,  I  am 
convinced  that  the  compromise 
achieved  between  the  House  and 
Senate  bills  will,  in  the  long  term,  pro- 
vide a  better  foundation  for  economic 
growth  in  America  and  inject  a  greater 
sense  of  fairness  and  equity  in  our  Na- 
tion's tax  laws. 

There  are  many  features  of  the  con- 
ference compromise  that  I  unhesitat- 
ingly applaud. 

Forty-four  million  people— one  in 
four  adult  Americans— will  not  pay  a 
single  dime  in  Federal  income  taxes. 
This  measure  removes  more  than  6 
million  of  the  working  poor  from  the 
tax  rolls. 

One  hundred  and  forty  million  of 
our  citizens— 80  percent  of  America's 
citizens— will  pay  no  more  than  15 
cents  of  every  dollar  earned  in  Federal 
income  taxes. 

Most  of  the  remaining  20  percent  of 
Americans  will  pay  no  more  than  28 
percent  of  their  annual  income  to  sup- 
port a  Federal  Government  whose 
annual  budget  is  nearly  $1  trillion.  It 
is  a  remarkable  achievement  that  Fed- 
eral income  tax  reform  since  1981  has 
reduced  the  top  marginal  rate  of  Fed- 
eral taxation  from  70  percent  to  28 
percent. 

This  measure  reduces  the  number  of 
income  tax  brackets  from  14  to  2.  Cou- 
pled with  the  indexing  provisions  we 
implemented  in  1985,  we  have  substan- 


tially reduced  the  insidious  bracket 
creep  that  has  continuously  pushed 
middle-income  taxpayers  into  higher 
and  higher  tax  brackets.  For  the  vast 
majority  of  Americans,  most  of  their 
income  will  now  be  taxed  at  the  15- 
percent  rate  and  only  a  small  portion 
of  their  income  will  be  subject  to  the 
28-percent  rate. 

I  find,  Mr.  President,  that  the  big- 
gest surprise  of  this  tax  bill  to  my  con- 
stituents is  the  fact  that  when  you 
reach  the  level  at  which  your  next 
earned  dollar  qualifies  for  the  28  per- 
cent, all  of  your  dollars  are  not  taxed 
at  that  28  percent.  We  have  been  so 
used  to  being  pushed  from  one  bracket 
to  the  other  on  the  totality  of.  our 
income  that  a  lot  of  us  out  there 
cannot  believe  that  all  of  our  income 
does  not  go  to  the  28-percent  bracket 
the  minute  the  first  dollar  reaches 
that  level. 

The  fact  is  most  people  will  be  in  the 
15-percent  bracket  for  practically  all 
of  their  income. 

More  than  two-thirds  of  all  Ameri- 
cans will  soon  find  that  when  it  comes 
time  to  fill  out  their  tax  returns,  they 
will  only  have  to  file  a  simple  one-page 
1040A  or  1040EZ  return.  The  higher 
standard  deduction  included  in  this 
measure  will  free  another  13  million 
Americans  from  the  annual  chore  of 
having  to  sort  through  shoe  boxes  full 
of  receipts  to  justify  their  itemized  de- 
ductions. 

Young  Americans  struggling  to  raise 
a  family  will  find  a  significant  benefit 
in  the  new  $2,000  personal  and  de- 
pendent exemption.  The  size  of  the 
personal  exemption  just  has  not  kept 
up  with  inflation  oyer  the  past  30 
years.  The  new  $2,000  exemption  is 
sure  to  ease  the  financial  burden  that 
families  face  today  and  is  long  over- 
due. 

This  bill  represents  a  giant  step  in 
what  I  would  call  industrial  equity.  It 
will  end  the  current  egregious  dispari- 
ties between  effective  tax  rates  paid  by 
different  industries.  There  is  just  no 
reason  that  utilities  pay  an  effective 
U.S.  tax  rate  of  less  than  11  percent 
while  the  pharmaceutical  industry 
pays  nearly  33  percent.  The  effective 
tax  rate  of  the  chemical  industry  is 
less  than  4  percent.  By  contrast,  the 
trucking  industry  pays  more  than  a  38- 
percent  rate.  These  disparities  will  sig- 
nificantly narrow  as  a  result  of  this 
legislation. 

Economic  equity  is  an  important  ele- 
ment that  has  been  retained  in  this 
compromise.  Many  of  the  concepts  em- 
bodied in  the  Economic  Equity  Act 
which  I  have  authored  each  year  since 
1981  have  been  incorporated  in  this 
measure.  Although  the  bill  does  not 
address  all  of  the  inequities  that 
women  still  endure,  it  is  a  milestone  in 
the  annual  battles  we  are  wirming  in 
the  war  to  eliminate  legislated  eco- 
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nomic  discrimination  against  women 
in  America. 

The  retirement  plan  coverage  rules 
have  been  significantly  broadened  and 
the  retirement  plan  vesting  rules  have 
been  cut  in  half.  As  a  result  of  these 
changes,  more  younger  workers  and 
working  women  will  have  greater  eco- 
nomic security  in  their  retirement 
years.  And  by  preserving  the  child 
care  tax  credit,  we  have  recognized  the 
vital  economic  contribution  that 
women  make  to  our  society. 

The  conference  compromise  retains 
many  of  the  tax  changes  I  fought  for 
in  the  Senate  Finance  Committee  to 
preserve  the  tradition  of  the  family 
farm.  Financially  troubled  farmers 
will  be  able  to  renegotiate  their  bank 
loans  without  having  to  pay  taxes  on 
the  loan  write  down.  For  those  trou- 
bled farmers  who  lost  their  land 
through  foreclosure,  we  have  extended 
tax-exempt  bond  financing,  so  they 
can  buy  a  new  farm  and  some  equip- 
ment and  start  their  lives  over  again. 

Farmers  and  other  self-employed 
people  will  also  be  able  to  share  in 
some  of  the  tax-free  fringe  benefits 
that  up  until  now  have  only  been 
available  to  corporate  employees.  For 
the  first  time,  self-employed  workers 
will  be  able  to  take  a  tax  deduction  for 
a  portion  of  their  health  insurance 
costs.  Although  this  provision  was 
scaled  back  in  the  House-Senate  con- 
ference, it  still  represents  an  impor- 
tant first  step  in  equalizing  the  avail- 
ability of  tax-free  fringe  benefits. 

By  drastically  cutting  tax  rates,  clos- 
ing loopholes  and  limiting  the  ability 
to  deduct  paper  losses,  this  measure 
closes  the  door  on  the  tax  shelter  mer- 
chants who  have  distorted  economic 
decisionmaking,  especially  in  agricul- 
ture and  real  estate.  Small  Minnesota 
farmers  trying  to  eke  out  a  living  will 
no  longer  have  to  compete  with  big 
city  doctors,  dentists,  and  lawyers 
whose  only  interest  in  farming  is  to 
generate  tax  losses. 

At  the  same  time,  the  compromise 
ensures  that  hard-working  Americans 
will  no  longer  read  stories  in  the  press 
about  how  companies  earning  billions 
of  dollars  pay  no  taxes,  and  how  mil- 
lionaires wind  up  paying  less  in  taxes 
than  a  middle-class  family  earning 
$25,000.  Thanks  to  the  alternative 
minimum  tax  provisions  in  the  com- 
promise, every  profitable  corporation 
and  every  wealthy  American  will  have 
to  pay  their  fair  share  of  taxes. 

Yet,  Mr.  President,  the  benefits 
achieved  in  this  bill  do  not  come  with- 
out a  price.  In  the  process  of  lowering 
tax  rates  for  individuals  and  corpora- 
tions, the  conferees  have  boosted  total 
taxes  paid  by  the  business  community 
by  more  than  $120  billion. 

Much  of  this  increase  will  be  borne 
by  our  Nation's  manufacturing  sector 
which  has  been  especially  hard  hit  in 
recent  years  by  tough  competition 
from   abroad.   And   ultimately,   these 


higher  taxes  may  be  passed  through  to 
consumers  in  the  form  of  higher  prices 
and  may  hasten  the  decline  of  some  of 
our  oldest  industries. 

That  is  in  its  heartland  and  it  is  a 
part  of  the  industrial  sector  that  em- 
ploys a  lot  of  our  constituents. 

We  tried,  in  anticipation  of  this  kind 
of  tax  reform,  to  help  State  and  local 
governments  rebuild  their  infrastruc- 
ture and  their  job  security  programs. 
We  tried  to  help  them  provide  public 
services  by  improving  the  utilization 
and  the  definition  of  tax-exempt  bond 
financing.  The  Senate  did  what  the 
Assistant  Secretary  of  the  Treasury 
for  Tax  Policy  indicated  was  one  of 
the  best  jobs  of  public  policy  in  this 
bill  when  it  passed  the  tax-exempt 
bond  provisions.  When  they  reached 
the  House  conference,  they  were  liter- 
ally gutted.  These  restrictions  are  es- 
pecially difficult  to  justify  at  this  time 
when  the  Federal  Government  has 
both  abandoned  its  general  revenue 
sharing  program  while  imposing  more 
and  more  mandated  responsibilities 
onto  the  States. 

This  bill  unfairly  interferes  with  the 
policy  choices  each  State  makes  in  de- 
termining how  to  finance  the  basic 
needs  of  their  citizens.  Is  it  fair  to  say 
to  a  resident  of  Washington  that  al- 
though you  pay  sales  and  property 
taxes,  you  can  only  deduct  your  prop- 
erty taxes;  whereas  your  neighbor  in 
Oregon  can  deduct  both  his  income 
and  property  taxes? 

The  answer  is  clearly  "no."  By  re- 
pealing the  deduction  for  sales  taxes,  I 
hope  we  are  not  establishing  a  prece- 
dent that  will  put  the  deductibility  of 
income  and  property  taxes  at  risk  in 
future  years. 

Home  rental  costs  in  many  parts  of 
the  Nation  may  have  to  rise  to  take 
into  account  the  new  rules  for  depre- 
ciation and  the  new  loss  limitation 
rules. 

I  am  deeply  concerned,  as  others  in 
this  body  are,  that  the  changes 
wrought  by  this  bill  will  make  it  ex- 
tremely difficult  to  find  investors  will- 
ing to  risk  their  money  in  new  housing 
projects,  especially  for  low-  and  mod- 
erate-income families.  Moreover,  the 
retroactive  application  of  the  passive 
loss  rules  raises  the  possibility  that 
some  low-income  housing  projects  will 
just  be  abandoned. 

Yet  the  issue  of  how  housing  costs 
will  be  affected  by  this  bill  reflects  the 
anachronism  that  the  Internal  Reve- 
nue Code  has  evolved  into  in  recent 
years.  Is  a  Tax  Code  which  allows 
wealthy  Americans  to  invest  in  hous- 
ing tax  shelters  the  only  mechanism 
we  have  available  to  ensure  that  the 
poorest  members  of  our  society  are 
properly  housed? 

If  our  natioal  housing  policy  relies 
on  the  ability  of  wealthy  investors  to 
pay  no  taxes,  then  there  is  something 
wrong  with  both  the  Tax  Code  and 
our  national  policy  priorities. 


Our  Nation's  important  philanthrop- ' 
ic  and  educational  organizations  may 
have  a  harder  time  raising  money  be- 
cause the  new  minimum  tax  will  take 
a  great  deal  of  the  tax  benefit  out  of 
charitable  contributions. 

If  our  great  institutions  of  higher 
learning  find  that  donations  decline, 
they  will  have  but  two  choices— raising 
tuition  costs  or  reducing  the  costs  of 
an  institutional  system  which  has 
given  Americans  more  educational 
buildings  and  educational  ancillaries 
than  any  other  nation.  At  a  time  when 
tuition  and  board  at  some  private  uni- 
versities exceeds  $15,000  a  year,  it  may 
well  be  that  we  are  in  for  some  surpris- 
ing changes  in  the  field  of  higher  edu- 
cation in  America  because  of  the 
changes  in  this  bill. 

My  problem  with  the  elimination  of 
the  nonitemizer  charitable  contribu- 
tion and  subjecting  gifts  of  appreciat- 
ed property  to  the  alternative  mini- 
mum tax  is  not  with  the  predicted  ad- 
versity to  public  service  delivery.  I  do 
not  believe  that  will  happen.  My  con- 
cern is  that  we  break  faith  with  a 
uniquely  American  tradition  of  public 
service  financing.  That  is  the  bad 
news. 

The  good  news  may  well  be  that  the 
reduction  in  marginal  rates  from  70  to 
28  percent  will  reduce  the  prevalence 
of  tax-motivated  contributions  and  in- 
crease the  "value"  the  contributor 
places  on  his  or  her  "investment  "  in 
specific  charitable  purposes.  My  hope 
is  that,  in  much  the  same  way  tax-mo- 
tivated investment  in  business  tax 
shelters  is  being  ended  by  this  bill,  so 
we  may  find  the  end  of  contributed  in- 
vestments in  public  services  for  tax  or 
name->promotion  purposes  replaced  by 
investments  which  demand  distinc- 
tions in  health,  education,  science,  or 
religion  from  the  benefiting  institu- 
tions. My  hope  is  that  in  much  that 
way,  because  of  the  way  this  bill  has 
been  changed,  we  may  see  opportunity 
rather  than  adversity  in  the  delivery 
of  public  services. 

One  of  the  most  popular  tax  deduc- 
tions ever  adopted  was  the  universal 
individual  retirement  account,  IRA, 
deduction.  It  was  popular  because  the 
American  taxpayer  was  being  forced 
to  live  with  excessively  high-marginal 
tax  rates,  automatic  inflation-driven 
tax  bracket  creep,  and  a  tax  system 
that  rewarded  consumption  and  penal- 
ized saving. 

It  was  popular  because  it  gave  Amer- 
icans their  first  real  opportunity  for 
Tax  Code  endorsed  savings  since  they 
were  driven  to  believe  that  only  their 
homes  would  ever  qualify  as  a  savings 
account. 

I  voted  for  the  universal  IRA  in  1981 
because  I  believe  that  young  Ameri- 
cans should  have  a  broad  and  flexible 
array  of  retirement  options  avkilable 
to  them,  especially  because  of  the 
long-term  problems  that  will  inevita- 


26518 


CONGRESSIONAL  RECORD— SENATE 


September  26,  1986 


bly    confront     the     Social     Security 
System. 

Today  I  will  vote  for  this  bill  which 
changes  the  universal  IRA  into  a  re- 
tirement plan  alternative.  The  bill 
allows  deductible  IRA's  to  those  indi- 
viduals not  covered  by  a  retirement 
plan,  and  for  some  middle  class  fami- 
lies. I  would  certainly  prefer  that  we 
retain  the  current  universal  IRA  rules. 
I  am  gambling  on  much  lower  margin- 
al rates,  low  inflation,  and  a  predict- 
ably healthier  economy  to  provide  us 
with  the  incentives  to  save. 

But,  as  I  suggested  earlier.  I  believe 
we  should  not  dwell  on  any  single  po- 
litically popular  provision,  but  should 
weigh  the  entire  package  as  a  whole. 
And  in  that  spirit,  I  must  vote  for  his 
compromise. 

It  has  taken  the  entire  2  years  of  the 
99th  Congress  to  produce  this  tax 
reform  compromise.  And  this  will  cer- 
tainly not  be  the  last  tax  reform  bill 
that  I  expect  to  vote  on  during  my 
tenure  in  the  U.S.  Senate. 

In  fact.  I  believe  that  the  changes 
made  in  the  tax-exempt  bond  provi- 
sions in  the  conference  agreement 
cannot,  and  will  not,  in  any  way.  be 
justified.  That  is  why  I  plan  on  intro- 
ducing legislation  next  year  that  will 
remedy  the  changes  made  by  the  con- 
ference report  and  the  Senate  version 
of  tax  exempt  bond  financing. 

The  fundamental  principle  of  the 
tax-exempt  bond  proposal  I  will  offer 
next  year  is  that  public  purposes 
should  be  defined  according  to  who  re- 
ceives the  benefit  rather  than  who 
provides  the  service.  Therefore,  it  is 
imperative  that  we  preserve  bonds 
which  stimulate  local  spending  for 
projects  which  are  important  to  both 
the  Nation  and  the  States,  but  which 
could  not  be  financed  without  some 
type  of  public-private  partnership. 

These  include  pollution  control  fa- 
cilities, urban  development  programs, 
sewage,  and  waste  treatment,  and  haz- 
ardous waste  treatment. 

And  I  expect  that  many  of  my  col- 
leagues on  the  Finance  Committee  will 
not  be  reluctant  to  make  further 
changes  in  the  tax  code  next  year  if 
we  find  that  this  bill  has  unintendedly 
damaged  the  economy. 

But  for  today,  it  is  worth  dwelling  on 
how  far  we  have  come  in  the  tax 
reform  process  in  this  Congress.  Top 
individual  rates  of  28  and  34  percent 
for  corporations  are  truly  revolution- 
ary concepts.  In  no  other  major  indus- 
trialized nation  are  income  tax  rates  so 
low!  If  we  can  sustain  the  rate  struc- 
ture incorporated  in  this  bill,  I  think 
the  future  shape  of  the  American 
economy  will  become  more  dynamic, 
flexible  and  competitive. 

By  cutting  rates  so  drastically,  we 
have  markedly  diminished  the  role 
that  taxes  play  in  investment  deci- 
sions. And,  implicitly,  we  have  reduced 
the  role  of  Washington  in  shaping  the 
future   course   of   the    economy   and 


shifted  that  responsibility  to  our  Na- 
tion's citizens  and  business. 

But  the  Tax  Reform  Act  of  1986  is 
not  the  beginning  of  the  end  of  the 
tax  reform  process.  Instead,  it  is  the 
end  of  the  beginning  of  tax  reform. 

Over  the  past  5  years,  our  focus  has 
been  exclusively  on  lowering  marginal 
rates.  And  we  have  succeeded  beyond 
our  wildest  dreams. 

There  are  many  further  steps  we  can 
take  to  improve  our  income  tax  system 
to  bring  about  greater  inter-taxpayer 
equity.  We  must  overcome  our  reluc- 
tance to  look  at  the  hidden  tax  subsi- 
dies of  employee  fringe  benefits. 

Where  is  the  equity,  the  fairness, 
and  the  justification  for  allowing  mil- 
lion dollar  executives  of  large  corpora- 
tions to  receive  tax  free  health  bene- 
fits while  a  Minnesota  farmer,  who 
can  barely  survive,  has  to  pay  for 
health  insurance  out  of  his  hard- 
earned  after-tax  income.  And  it's  more 
than  likely  that  the  individual  who 
does  not  have  access  to  overly  gener- 
ous company  provided  health  benefits 
will  bear  the  brunt  of  the  increased 
floor  on  deductible  health  costs  that 
was  included  in  this  bill. 

Now  that  we  are  headed  for  a  two- 
bracket  income  tax,  it  will  become 
more  obvious  to  the  small  businessmen 
and  the  self-employed  person  that 
they  are  subsidizing  too  much  of  the 
excessive  consumption  of  health  and 
welfare  benefits  by  the  highest  income 
Americans  and  the  employees  of  the 
Fortune  500  companies. 

Until  we  place  a  limit  on  the  tax-free 
natue  of  employer-provided  health  in- 
surance premiums  in  amounts  neces- 
sary to  adequately  insure  all  persons 
against  medical  emergencies,  and 
allow  all  citizens  to  get  a  tax  deduction 
for  their  health  insurance,  it  will  be 
difficult  to  claim  true  fairness  in  the 
taxation  of  income. 

In  the  next  5  years,  we  are  going  to 
face  an  inevitable  confrontation  be- 
tween our  desire  to  keep  tax  rates  low 
and  our  need  to  eliminate  our  budget 
deficit  and  begin  to  reduce  our  nation- 
al debt.  Although  this  compromise  bill 
makes  the  tax  laws  fairer  for  today's 
taxpayers,  it  does  nothing  to  eliminate 
the  pyramid  of  debt  we  are  accumulat- 
ing at  unheard  of  levels  for  future  gen- 
erations. 

Mr.  President,  next  week  we  will 
again  face  the  annual  September 
ritual  of  raising  the  ceiling  on  this  Na- 
tion's debt.  The  debt  ceiling  will  rise  to 
an  extraordinary  $2.3  trillion  dollars. 
And  if  we  don't  do  something  about 
the  deficit,  we  will  face  a  $3  trillion 
deficit  by  the  time  Ronald  Reagan 
leaves  office. 

Interest  on  the  debt  next  year  will 
consume  nearly  $1  in  every  $5  dollars 
the  Government  spends.  »We  are  in 
such  a  continuing  cycle  of^ebt  that 
we  have  to  borrow  money  to&Bver  the 
deficit  to  just  pay  interest  on  the  debt. 
Our  fiscal  irresponsibility  reminds  me 


of  the  Banana  Republic  spending  pat- 
terns that  we  have  witnessed  in  this 
hemisphere  throughout  this  century. 

We  are  soon  going  to  have  to  again 
look  at  broadening  the  tax  base  to  ad- 
dress the  deficit.  But  I  think  the 
lesson  of  tax  reform  in  1986  is  that  the 
political  will  to  further  broaden  the 
base  of  taxable  income  will  take  a  po- 
litical miracle.  That's  why  I  believe 
that  it  is  inevitable  that  we  will  have 
to  look  to  another  form  of  taxation— 
namely  a  consumption  tax  or  a  value- 
added  tax  to  offset  the  budget  deficit. 

Before  we  can  tell  our  constituents 
that  we  in  Washington  made  the  tax 
system  fairer,  we  will  have  to  take  a 
long  and  hard  look  at  the  most  oner- 
ous, regressive,  discriminatory,  and 
unfair  tax  that  the  Federal  Govern- 
ment levies— the  payroll  tax. 

Workers  and  business  now  must  con- 
tribute more  than  $6,000  per  worker 
per  year  to  fund  a  Social  Security 
system  that  will  provide  little,  if  any, 
retirement  security  for  today's  genera- 
tion of  young  workers. 

Under  the  current  laws,  payroll 
taxes  are  going  in  only  one  direction— 
up;  while  the  chances  that  young 
workers  today  will  see  any  Social  Secu- 
rity benefits  are  going,  down,  down, 
down. 

The  payroll  taxes  we  levy  on  em- 
ployees and  employers  are  designed  to 
afford  income  security  to  all  Ameri- 
cans. Through  payroll  taxes  we  seek  to 
provide  retirement  security  through 
Social  Security;  health  insurance  for 
the  elderly  through  Medicare;  and  un- 
employment compensation  for  workers 
in  transition.  At  the  State  level,  we 
add  further  tax  burdens  to  pay  for  un- 
employment and  workers  compensa- 
tion and  for  disability  insurance. 

I  believe  a  needed  next  phase  of  the 
tax  reform  movement  must  be  a  total 
overhaul  of  the  payroll  tax.  I  hope 
that  we  will  integrate  the  payroll 
taxes  for  these  social  insurance  pro- 
grams and  substitute  for  our  depend- 
ence on  payroll  taxes  a  tax  on  con- 
sumption. 

A  consumption  tax  will  not  only  re- 
place the  payroll  tax  but  can  also  be 
used  to  diminish  the  burden  of  income 
taxes  and  ultimately  end  the  taxation 
of  savings.  And  a  consumption  tax 
may  well  be  necessary  to  find  a  way 
out  of  the  deficit  crisis  that  endangers 
our  future  economic  independence  and 
security. 

Mr.  President,  I  would  have  hoped 
that  the  measure  that  emerged  from 
the  House-Senate  conference  shared 
more  of  the  features  of  the  Senate  bill 
than  the  House  bill.  But  I  know  that 
the  chairman  of  the  Finance  Commit- 
tee did  his  best  in  the  long  and  hard 
negotiations  with  his  House  counter- 
part. The  measure  before  us  today  is  a 
major  step  forward  in  improving  the 
fairness  of  the  income  tax  system.  But 
it  is  only  a  step. 
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I  hope  that  in  the  next  few  years  we 
are  able  to  take  similar  bold  steps  in 
the  process  of  adapting  our  tax  laws  to 
the  changing  needs  and  demands  of 
our  citizens.  If  we  have  gone  too  far  in 
some  areas  of  this  bill,  there  is  ample 
opportunity  to  fine  tune  and  adjust 
our  tax  policy.  We  have  come  too  far 
along  the  path  of  tax  reform  to  reject 
this  remakable  reform  initiative. 

Mrs.  KASSEBAUM.  Mr.  President, 
to  supporters  the  tax  reform  legisla- 
tion represents  fairness,  growth  and 
simplicity.  To  opponents  the  legisla- 
tion is  antigrowth,  antijobs,  and  anti- 
savings.  In  reality,  it  falls  somewhere 
in  the  middle. 

Unlike  diamonds,  political  ideals  are 
more  appealing  before  they  have  been 
cut  and  polished.  Tax  reform  is  no  ex- 
ception. The  final,  comprehensive  tax 
reform  plan  represents  the  culmina- 
tion of  a  long  and  intense  bipartisan 
effort  to  implement  the  lofty  proposal 
President  Reagan  introduced  over  a 
year  ago  as  his  No.  1  domestic  priority. 
The  goal  of  the  President's  initial  pro- 
posal was  that  the  Tax  Code  should  no 
longer  be  used  to  manipulate  our  econ- 
omy and  distort  our  investment  deci- 
sions. This  p'inciple  has  remained 
intact  in  the  final  bill. 

The  bill  has  taken  a  direct  and  com- 
prehensive approach  to  addressing  the 
tax  reform  problem.  It  attempts  to 
lower  the  individual  and  corporate 
rates  to  such  an  extent  that  many  of 
the  current  deductions,  exemptions 
and  credits  can  be  eliminated  without 
causing  a  major  disruption  in  our 
economy  or  dramatically  increasing 
the  tax  liability  of  the  taxpaying  ma- 
jority. 

Despite  its  wide  acclaim,  the  bill  will 
not  make  the  Tax  Code  simpler  nor 
will  it  mean  a  substantial  tax  cut  for 
most  families.  When  all  is  said  and 
done,  most  taxpayers  will  find  that 
the  numbers  on  their  tax  return  have 
merely  been  rearranged  with  the 
amount  owed  being  roughly  the  same. 
Those  expecting  a  big  cut  will  be  sur- 
prised by  the  extent  that  they  have 
relied  on  various  credits,  deductions 
and  exemption.  Those  who  have  criti- 
cized a  particular  change  will  find  that 
the  lower  rates  substantially  alleviate 
the  detrimental  effects. 

I  have  several  concerns  about  the 
comprehensive  bill  and  the  way  it  has 
been  drafted.  I  do  not  think  that 
changes  should  be  made  on  a  retroac- 
tive basis,  that  transition  rules  should 
be  given  to  exempt  privileged  taxpay- 
ers with  political  access,  or  that  $120 
billion  can  be  shifted  from  individuals 
to  corporations  without  affecting  con- 
sumer prices,  employment,  or  growth. 
Further,  I  do  not  think  we  should  pre- 
tend that  a  time  of  $200  billion  deficits 
we  will  not  be  forced  to  raise  taxes  in 
the  near  future. 

Despite  my  misgivings  about  the  bill 
I  do  recognize  that  it  represents  real 
reform.  It  will  end  the  proliferation  of 


abusive  tax  shelters,  it  will  take  a  sub- 
stantial number  of  low-income  workers 
off  the  tax  rolls,  it  will  encourage  do- 
mestic corporations  to  manufacture 
their  goods  in  the  United  States,  it  will 
insure  that  corporate  taxes  are  distrib- 
uted in  a  uniform  manner,  and  per- 
haps most  important  of  all,  it  will  have 
that  investment  decisions  are  made  on 
the  basis  of  sound  economic  principles. 
Although  I  am  tempted  to  say  that 
this  bill  should  be  sent  back  to  the 
conference  committee  to  correct  its 
various  flaws,  that  option  is  not  realis- 
tically available.  Moreover,  it  is  evi- 
dent that  if  this  bill  is  defeated, 
reform  of  the  present  code  will  not  be 
attainable  in  even  the  distant  future. 
We  cannot  afford  to  turn  our  back  on 
tax  reform.  Our  current  Tax  Code  is 
riddled  with  inherent  inequities.  It 
makes  no  sense  to  have  a  corporate 
tax  that  requires  some  corporations  to 
pay  an  effective  tax  rate  of  46  percent 
and  allows  others  to  escape  liability  al- 
together. Likewise,  it  makes  no  sense 
to  have  a  progressive  individual 
income  tax  that  allows  wealthy  mem- 
bers of  our  society  to  use  deductions 
and  credits  to  such  an  extent  that 
their  effective  rate  is  lower  than  that 
of  the  average  working  man  or  woman. 

Common  sense  dictates  that  for  our 
economy  to  remain  productive  and  ef- 
ficient on  a  global  scale,  our  invest- 
ment decisions  must  be  made  on  the 
basis  of  economic  return  rather  than 
tax  avoidance.  Our  current  Tax  Code 
frequently  encourages  unprofitable 
business  ventures  at  the  expense  of 
profitable  ones.  The  net  effect  is  a 
misallocation  of  resources  that  places 
additional  and  artificial  demands  on 
our  capital,  goods  and  services.  The 
tax  reform  bill  corrects  this  problem. 
In  the  short  term,  our  economy  will 
undergo  a  reshuffling  of  capital  assets. 
In  the  long  run,  capital  goods  and 
services  will  be  allocated  to  their  most 
efficient  use.  Profit  rather  than  loss 
will  be  the  primary  investment  motiva- 
tion. 

Mr.  EAGLETON.  Mr  President,  at 
the  outset  let  me  say  that  my  col- 
league. Senator  Danforth  spoke  earli- 
er this  afternoon  in  opposition  to  this 
tax  bill.  His  speech  was  masterful  and 
I  predict,  will  be  considered  the  defini- 
tive critique  of  this  ill-timed  bill. 

Certainly  no  bill  is  all  good  or  all 
bad.  The  bill  before  us  has  many  re- 
deeming qualities  that  have  survived 
the  legislative  process.  In  fact,  at  dif- 
ferent points  in  the  process,  I  have  en- 
thusiastically supported  this  bill. 

There  is  much  that  is  commendable 
about  the  tax  reform  bill.  Six  million 
low-income  individuals  will  be  removed 
from  the  tax  rolls.  At  the  other  end  of 
the  spectrum,  the  minimum  tax  provi- 
sion will  put  an  end  to  the  spectacle  of 
wealthy  individuals  and  corporations 
paying  no  taxes.  This  bill  eliminates 
scores  of  tax  loopholes  and  shelters 
which  have  distorted  investment  pat- 


terns, especially  in  real  estate.  Finally, 
by  broadening  the  tax  base,  the  bill 
makes  room  for  substantial  rate  cuts 
which,  it  is  felt,  will  propel  consumer 
spending  and  lift  the  sagging  economy. 

On  the  "macro"  economics  of  the 
bill,  we  know  that  there  is  much  that 
is  troubling  about  the  bill.  The  bill 
would  raise  the  cost  of  capital  by  an 
estimated  10  to  15  percent  at  a  time 
when  capital  spending  is  already  de- 
clining. Industry-by-industry  analyses 
show  that  for  most,  the  bill  is  a  mixed 
bag.  But  for  heavy  manufacturing 
which  is  most  in  need  of  new  invest- 
ment to  meet  foreign  competition,  the 
repeal  of  the  investment  tax  credit 
and  the  lowering  of  depreciation  will 
hit  particularly  hard. 

Elimination  of  the  tax  credit  for  bad 
debt  reserves  could  strain  many  al- 
ready shaky  financial  institutions  and 
certainly  will  accelerate  foreclosures 
on  troubled  energy,  real  estate,  and 
farm  loans.  The  ailing  farm  sector  is 
also  a  net  loser  in  the  bill.  By  repeal- 
ing income  averaging,  the  investment 
tax  credit,  and  liberal  depreciation 
rules,  the  bill  is  very  tough  on  strug- 
gling family  farmers. 

The  renewal  of  downtown  St.  Louis 
and  other  older  cities  will  be  seriously 
hindered.  Limitations  on  historic  reha- 
bilitation credits,  coupled  with  repeals 
of  tax  benefits  for  other  real  estate  in- 
vestments, could  be  devastating. 

On  the  revenue  side,  the  bill's  $11 
billion  -windfaH"  in  1987  turns  into  a 
$17  billion  revenue  shortfall  in  1988 
and  a  $15  billion  deficit  in  1989.  As 
damaging  as  that  would  be  for  our  def- 
icit situation,  most  economists  believe 
the  bill's  revenue  estimates  are  sub- 
stantially overstated,  some  say  by  as 
much  as  $50  billion  over  the  5-year 
life.  It  has  been  noted  by  members  of 
the  Finance  Committee  that  the  Joint 
Tax  Committee  had  in  many  instances 
used  "untrustworthy  information. "  All 
indications  are,  however,  that  this  bill 
is  an  overall  revenue  loser. 

Finally,  tax  rate  cuts  in  the  bill  may 
turn  out  to  be  a  Trojan  Horse.  Gener- 
al ageement  among  economists  is  that 
Chairman  Rostenkowski  is  right  and 
there  will  be  a  new  tax  bill  in  1987 
with,  perhaps,  even  across-the-board 
rate  increases. 

Having  weighed  both  the  good  and 
the  bad  in  the  bill,  it  is  critical,  I 
think,  to  take  into  account  our  start- 
ing point  and  the  timing  of  this  sweep- 
ing tax  change.  Edward  Yardeni,  vice 
president  and  chief  economist  of  Pru- 
dential-Bache  said: 

I  am  in  the  minority  amongst  economists, 
but  I  believe  we  are  already  in  a  recession. 
Part  of  the  reason  for  that  is  Tax  Reform 
which  has  been  on  the  horizon  since  May. 

Tax  Reform  is  a  great  idea  at  exactly  the 
wrong  time.  Tax  reform  is  like  leveling  the 
playing  field  without  telling  the  players  to 
get  off. 

We  know  the  economy's  in  trouble. 
GNP  in  this  quarter  slowed  to  0.6  per- 
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cent.  Our  trade  deficit  is  well  on  the 
way  to  a  record  $170  plus  billion.  The 
budget  deficit  also  will  set  a  record  of 
$230  billion.  U.S.  productivity  contin- 
ues to  decline.  Capital  spending  is 
shrinking.  Our  savings  rate  is  one  of 
the  lowest  in  the  industrial  world. 

Timing  can  be  everything  and  I  am 
persuaded  that  this  is  not  the  time  to 
legislate  this  major  tax  bill.  As  I  hear 
the  concerns  expressed  by  noted 
economists,  I  grow  increasingly  wor- 
ried. 

Alan  Greenspan,  former  White 
House  Economic  Adviser: 

Additional  tax  reform  negatives  clearly 
raise  the  risks  to  economic  growth  •  •  •. 
The  time  for  tax  reform  is  probably  now  or 
never,  but  we  should  understand  that  we 
are  moving  into  unexplored,  and  probably 
risky  territory. 

Edward  Yardeni  of  Prudential- 
Bache: 

The  last  thing  we  need  is  to  rewrite  the 
tax  code  from  top  to  bottom. 

Murray  L.  Weidenbaum,  President 
Reagan's  first  chairman  of  the  Coun- 
sel of  Economic  Advisers  and  now  of 
Washington  University: 

It  is  evident  that  the  impending  changes 
in  the  Internal  Revenue  Code  will  depress 
the  economy.  Although  we  can  debate  the 
precise  economic  effects  of  these  changes, 
the  direction  of  impact  is  clear:  less  invest- 
ment, lower  economic  growth,  fewer  new 
jobs. 

Martin  Mauro.  senior  economist  for 
Merrill  Lynch: 

The  tax  bill  raises  revenue  by  about  $11 
billion  next  year.  That's  exactly  the  wrong 
thing  to  do  for  an  economy  in  the  shape 
that  it's  in. 

Robert  Brinner  of  Data  Resources 
Inc. 

Tax  reform  will  depress  economic  growth 
next  year  and  into  the  long  term:  lower  in- 
vestment will  lead  to  lower  capita!  stock  and 
therefore  to  lower  worker  productivity. 
Greater  efficiency  in  the  use  of  capital  can 
offset  part,  but  not  most,  of  this  loss. 

Laurence  Summers  of  Harvard  Uni- 
versity: 

The  major  defect  of  the  conference  com- 
mittee bill  is  that  it  raises  the  tax  burden  on 
new  investment  •  *  *.  The  adverse  effects  of 
reduced  investment  on  economic  growth  are 
likely  to  dwarf  any  gains  for  neutrality. 

Jerry  Jasinowski  of  the  National  As- 
sociation of  Manufacturers: 

•  •  •  the  burden  of  taxes  will  be  shifted 
primarily  onto  capital  intensive  manufac- 
turing firms  that  are  heavily  exposed  to 
international  competition. 

Jasinowski  goes  on  to  say  tax  reform 
wiU: 

•  •  •  raise  the  user  cost  of  capital  by  large 
magnitudes. 

•  *  •  lower  productivity  growth  thereby 
raising  unit  labor  costs 

•  •  •  reduce  profitability  and  cash  flow 

•  *  *  encourage  off-sourcing  of  production 
to  foreign  countries. 

Of  course,  there  is  absolutely  no 
doubt  this  bill  is  going  to  pass  and  pass 
by  a  wide  margin.  Nothing  that  is  said 
on  this  floor,  no  warnings  by  econo- 


mists, no  skepticism  on  the  part  of  the 
taxpaying  public  is  going  to  change 
that. 

There  are  some  here  who  will  vote 
for  the  bill  because  they  genuinely  be- 
lieve it  is  the  right  thing  to  do  and  the 
right  time  to  do  it.  I  disagree,  but  I  re- 
spect their  view.  There  are  a  great 
many  more  who  will  vote  for  this  bill 
despite  serious  reservations  about  its 
impact  on  the  economy.  I  disagree,  but 
I  understand  their  position. 

I  don't  know  many  officeholders 
who  want  to  be  charged  in  a  campaign 
that  they  opposed  a  tax  cut.  After  all, 
this  is  an  election  year  and  this  is  an 
election  year  tax  bill. 

Besides,  there  is  the  easy  notion 
around  here  that  if  we  make  a  mistake 
today  and  the  dire  predictions  of  some 
economists  turn  out  to  be  right,  we 
can  always  come  back  next  year  with  a 
new  tax  bill  and  repair  the  damage. 

I'll  make  this  prediction.  Just  as  cer- 
tain as  it  is  that  this  tax  bill  will  pass, 
this  body  will  be  back  here  next  year 
with  a  new  tax  bill.  And  it  won't  be 
just  technical  corrections.  I  think  it 
will  be  another  major  revision  of  the 
tax  laws  to  restore  incentives  for  in- 
vestment and  to  raise  revenues  both  to 
pay  for  those  incentives  and  to  apply 
against  our  worsening  deficit  situation. 

My  concern  is  that  the  damage  done 
to  the  economy  will  not  be  that  easily 
undone.  The  measure  we  are  consider- 
ing is  the  fourth  major  tax  bill  we 
have  acted  on  since  1980.  Someday,  we 
are  going  to  have  to  get  it  right.  We 
can't  keep  turning  the  tax  faucet  on 
and  off  without  seriously  shaking  the 
confidence  of  the  investment  commu- 
nity and  the  public  at  large.  I  think  we 
are  seeing  some  of  that  already  in  the 
widespread  skepticism  and  suspicion 
that  people  have  about  this  bill. 

The  measure  before  us  has  many 
good  features,  but  I  think  its  timing  in 
relation  to  our  weak  economic  situa- 
tion is  a  gross  miscalculation. 

I  agree,  as  I  quoted  before,  with 
economist  Yardeni  of  Prudential- 
Bache: 

Tax  reform  is  a  great  idea  at  exactly  the 
wrong  time.  Tax  reform  is  like  leveling  the 
playing  field  without  telling  the  players  to 
get  off. 

Mr.  President,  I  will  vote  against  this 
bill. 

D  2230 

I  yield  the  floor. 

The  PRESIDING  OFFICER.  The 
Senator  from  Kentucky. 

Mr.  FORD.  Mr.  President,  I  thank 
the  Chair. 

Mr.  President,  it  is  difficult  to  follow 
my  colleagues  who  are  so  eloquent  in 
their  statements  as  it  relates  to  the 
tax  reform  bill. 

Like  many  of  my  colleagues  I  have 
mixed  feelings  about  the  tax  reform 
conference  report  before  us  today.  It  is 
comprehensive  legislation,  and  repre- 
sents major  reform.  The  original  goals 


of  tax  reform  were  fairness  and  simpli- 
fication. Removing  6  million  working 
poor  from  the  tax  rolls  and  broaden- 
ing the  tax  base  approaches  the  goal 
of  fairness.  Once  fully  implemented, 
this  reform  will  also  simplify  the  tax 
filing  process  for  the  majority  of  the 
taxpayers  who  will  no  longer  need  to 
itemize  deductions.  There  are  some 
unknowns  in  this  bill.  We  cannot  be 
sure  of  its  specific  impact  until  fully 
implemented.  But  on  balance,  the 
positive  aspects  of  this  bill  outweigh 
the  unknowns.  Like  any  other  legisla- 
tion, once  we  know  the  full  ramifica- 
tions of  this  bill,  we  will  be  able  to 
fine-tune  it  and  make  it  better. 

I  will  vote  for  this  bill  because  I  be- 
lieve that  the  majority  of  taxpayers  in 
Kentucky  will  see  their  taxes  reduced 
under  it.  I  will  vote  for  this  bill  be- 
cause it  is  the  first  break  in  a  long 
while  for  the  working  men  and  women 
of  this  Nation.  This  bill  will  remove 
more  than  200,000  Kentucky  families 
from  the  Federal  tax  rolls.  These  are 
Kentuckians  who  are  proud  to  be 
working  to  support  themselves  and 
their  families.  The  tax  reform  bill  rec- 
ognizes the  efforts  of  the  working 
poor  and  gives  them  a  well-deserved 
break. 

This  measure  has  come  a  long  way 
since  the  Treasury  Department  first 
released  its  tax  reform  proposal.  The 
conference  report  before  us  is  a  better 
bill  than  either  the  House  or  the 
Senate  bill.  It  is  a  good  faith  effort  to 
bring  sanity  and  common  sense  to  our 
tax  laws.  People  in  my  State  have 
grown,  tired  of  paying  their  taxes 
every  April  15,  while  the  wealthiest  in- 
dividuals and  large  corporations  pay 
nothing,  and  even  get  refunds.  This 
bill  ensures  that  there  are  no  more 
free  rides— that  the  low-  and  middle- 
income  taxpayer  in  this  Nation  no 
longer  has  to  carry  those  who  pay 
little  or  no  taxes. 

This  bill  encourages  consumption 
based  on  economic  considerations  in- 
stead of  tax  savings.  Although  it  elimi- 
nates many  favored  deductions  and 
credits,  the  significantly  lowered  rates 
are  designed  to  more  than  offset  the 
loss  of  those  deductions.  While  I  have 
always  supported  the  charitable  con- 
tribution for  nonitemizers,  the  loss  of 
this  deduction  will  hopefully  be  bal- 
anced by  the  increased  take-home  pay 
provided  by  the  tax  cuts.  Additionally, 
while  I  would  have  preferred  to  retain 
the  full  deduction  for  contributions  to 
an  individual  retirement  account  for 
all  taxpayers,  I  believe  that  the  major- 
ity of  Kentuckians  will  continue  to  be 
able  to  contribute  to  an  IRA.  Most  im- 
portantly, all  taxpayers  will  continue 
to  be  able  to  receive  tax-free  interest 
on  their  IRA  until  withdrawal. 

This  is  not  a  perfect  bill— no  legisla- 
tion ever  is.  I  am  concerned  about  the 
long-term  effects  this  bill  will  have  on 
the  real  estate  industry.  I  would  have 
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preferred  that  the  provisions  eliminat- 
ing the  3-year  recovery  rule  for  Gov- 
ernment workers  not  be  retroactive  to 
July  1  of  this  year.  I  am  concerned 
that  the  retroactive  elimination  of  the 
investment  tax  credit  not  discourage 
development  of  our  capital-intensive 
industries  not  disadvantage  our  posi- 
tion in  world  markets.  The  Congress 
will  be  watching  these  and  other 
changes  closely,  and  if  necessary,  ad- 
justments can  be  made  in  the  years 
ahead.  Overall,  the  positive  effects  of 
this  bill  outweigh  these  concerns. 

I  will  vote  for  this  compromise  de- 
spite the  fact  that  it  denied  Kentucky 
the  same  courtesy  extended  to  other 
States  with  newly  announced  auto 
manufacturing  facilities.  In  confer- 
ence—behind closed  doors— Ken- 
tucky's Toyota  plant  was  singled  out 
to  be  dropped  from  the  special  tax 
treatment  given  to  other  auto  manu- 
facturers. This  was  unfair  to  Ken- 
tucky, and  it  was  wrong. 

Down  in  Kentucky  we  have  a  saying 
that  a  mule  will  live  a  lifetime  to  kick 
you,  and  I  will  have  this  particular 
item  in  my  craw  for  a  long,  long  time. 

The  Senate  conferees  took  a  position 
that  I  thought  was  fair:  No  automobile 
manufacturing  companies  would  re- 
ceive a  transition  rule.  Nevertheless, 
the  House  made  the  judgment  that  all 
of  the  auto  manufacturing  plants 
would  receive  the  transition  rule  save 
Kentucky. 

So  it  was  behind  closed  doors.  Mr. 
President.  We  have  found  a  new  way 
to  eliminate  sunshine  in  our  commit- 
tees. It  is  a  system  where  legislation  is 
being  written  by  staff.  We  go  behind 
closed  doors.  We  are  able  to  stay  out 
of  the  sunshine. 

Only  Kentucky  was  refused  special 
transition  treatment  for  its  auto  man- 
ufacturing plant.  But  I  will  support 
the  bill,  because  on  balance,  the  ma- 
jority of  Kentuckians  come  out  ahead. 

I  am  especially  pleased  that  this  bill 
contains  a  special  provision  which  I 
sought  for  cities  and  counties  in  Ken- 
tucky which  are  hard  hit  by  the  rapid 
phaseout  of  general  revenue  sharing. 
This  provision  allows  local  govern- 
ments in  my  State  to  continue  to  take 
advantage  of  the  low-cost  option  of 
meeting  their  financing  needs  through 
bond  pools.  Without  the  ability  to  par- 
ticipate in  these  pools,  cities. and  coun- 
ties across  Kentucky  would  be  unable 
to  fund  capital  projects  and  federally 
mandated  sewer  and  water  improve- 
ments. With  this  special  transition 
rule,  these  local  governments  have  an 
affordable  alternative  to  offset  the 
loss  of  Federal  funds. 

If  we  took  a  poll  today,  our  Nation's 
economists  would  probably  be  evenly 
divided  as  far  as  whether  this  bill  will 
be  good  or  bad  for  our  economy.  How- 
ever, I  see  this  as  a  good-faith  effort 
by  Congress  to  follow  the  mandate  of 
the  American  people  to  return  fairness 
to  the  Tax  Code.  It  says  to  those  who 


work  hard,  and  try  to  improve  their 
situation,  you  will  be  able  to  keep  a 
larger  portion  of  your  efforts.  It  says 
to  those  who  abuse  our  tax  laws  to 
avoid  paying  their  fair  share  of  taxes, 
no  more  free  rides.  It  says  to  those 
corporations  who  based  decisions  to 
expand  and  grow  on  economic  consid- 
erations and  not  tax  avoidance 
schemes,  you  may  keep  a  larger  por- 
tion of  your  earnings  to  put  back  into 
capital  expansion  and  improvements. 
It  says  to  those  wealthy  individuals 
and  corporations  who  pay  no  taxes, 
you  must  contribute  your  fair  share. 
This  bill  broadens  the  tax  base;  re- 
moves the  working  poor  from  the  tax 
rolls;  closes  abusive  loopholes;  and  en- 
sures that  all  taxpayers  pay  a  fairer 
share  of  taxes. 

The  tax  reform  debate  has  been  a 
productive  exercise.  It  has  forced  us  to 
question  the  maze  of  giveaways  and 
loopholes  which  have  been  added  to 
the  Tax  Code  over  the  years.  This 
debate  has  focused  our  attention  on 
the  growing  inequities  in  our  current 
tax  law  and  brought  to  light  both  the 
effective  and  ineffective  incentives 
built  into  the  current  law.  It  has  been 
a  long  process,  and  one  that  many  tax- 
payers in  Kentucky  and  across  this 
Nation  have  participated  in.  The 
debate  has  produced  many  answers 
and  still  further  questions.  By  passing 
this  legislation  we  will  not  be  closing 
the  book  on  tax  reform.  Instead,  we 
will  be  taking  the  first  step  toward 
producing  a  Tax  Code  that  is  fair  to 
all  and  simple  to  use.  I  hope,  as  we 
adjust  this  Tax  Code  in  years  to  come, 
that  we  will  not  lose  sight  of  the  goals 
which  carried  this  legislation  to  pas- 
sage. 

Mr.  President,  I  yield  the  floor. 

The  PRESIDING  OFFICER.  The 
Senator  from  Rhode  Island. 

Mr.  PELL.  Mr.  President,  the  Tax 
Reform  Act  presented  for  approval  of 
the  Senate  tomorrow  poses  a  difficult 
choice. 

There  is  no  question  that  our  exist- 
ing tax  system  is  imperfect— and, 
indeed,  badly  flawed.  In  my  view,  how- 
ever, it  is  equally  clear  that  the  tax 
reform  proposal  before  us  also  is 
flawed  and  there  is  reason  for  real 
concern  about  its  impact  on  our  econo- 
my. 

I  know  that  I  will  vote  for  approval 
of  the  tax  reform  bill,  but  I  will  do  so 
without  enthusiasm  and  with  reserva- 
tions and  misgivings. 

There  is  much  in  this  tax  bill  that  is 
good.  However,  there  are  other  provi- 
sions of  the  tax  reform  bill  that  are 
cause  for  concern,  and  there  are  provi- 
sions that  I  believe  are  simply  unjust 
and  unfair. 

First  and  foremost,  I  am  concerned 
that  when  taxpayers  sit  down  to  file 
their  tax  returns  in  April  of  1988,  for 
the  1987  calendar  year,  there  will  be 
millions  of  middle-income  families 
who  will  be  shocked  and  angered  to 


find  that  their  Federal  taxes  have  in- 
creased, not  decreased.  Middle-income 
America  is  not  generously  treated  in 
this  tax  reform  bill.  They  have  been 
led  to  believe  they  can  expect  at  least 
a  modest  reduction  in  their  tax  pay- 
ments, but  a  significant  percentage  of 
them  will  find  that  the  lower  tax  rates 
do  not  offset  the  loss  of  deductions 
and  credits.  They  will  be  angry,  and 
justly  so. 

I  am  also  concerned  at  the  impact 
this  new  tax  system  may  have  on  our 
economic  growth  during  the  next  sev- 
eral critical  years.  Many  economists 
who  support  the  principles  of  tax 
reform  nevertheless  predict  it  will  be  a 
drag  on  economic  growth  in  its  early 
years.  And  this  will  come  at  a  critical 
time  when  our  economy  is  hesitating 
after  a  sustained  period  ..of  growth,  a 
time  when  our  economy  may  need  a 
stimulus  instead  of  restraint. 

I  believe  the  increase  in  the  capital- 
gains  tax  and  the  reduction  in  the  in- 
vestment credit  will  have  a  negative 
effect  on  creating  new  investment  cap- 
ital resources  and  on  the  development 
of  industrial  enterprises. 

In  addition.  I  believe  it  is  a  mistake 
to  undertake  a  wholesale  revision  of 
our  tax  laws  without  providing  any  in- 
creased revenues  to  help  meet  our  Na- 
tion's highest  economic  priority— re- 
ducing the  huge  Federal  budget  defi- 
cits. 

And,  while  this  tax  reform  bill  elimi- 
nates some  inequities,  it  creates  new 
ones.  Let  me  mention  just  a  few  that 
have  been  pointed  out  to  me  by  tax- 
payers in  Rhode  Island: 

Is  it  fair— as  this  bill  provides— to 
permit  interest  deductions  on  a  second 
home,  while  denying  interest  deduc- 
tions on  a  worker's  first  car? 

Is  it  fair— as  this  bill  provides— to 
tax  a  portion  of  a  needy  student's 
scholarship  or  fellowship  meant  to  pay 
for  his  food  and  room? 

Is  it  far— as  this  bill  provides— to 
eliminate  deductions  for  State  and 
local  sales  taxes,  while  permitting  de- 
ductions for  income  and  property 
taxes? 

Is  it  fair— as  this  bill  provides— to 
deny  individuals  without  health  insur- 
ance any  deductions  for  health  care 
costs  unless  they  exceed  7.5  percent  of 
income,  while  workers  with  employer- 
paid  health  insurance  receive  that 
benefit  tax  free? 

D  2240 

There  are  other  inequities.  There 
are  provisions  that  are  retroactive,  un- 
fairly penalizing  taxpayers  who  have 
acted  in  full  compliance  with  existing 
law  and  are  given  no  adequate  chance 
to  adjust  to  the  abrupt  changes  in  this 
bill. 

Federal  workers  at  retirement  age 
will  lose  their  longstanding  3-year  rule 
on  taxing  of  their  pensions,  effective 
not  now  or  next  year,  but  effective  ret- 
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roactively  to  last  July.  That  is  unfair. 
And  it  is  of  particular  concern  to  many 
of  my  retired  constituents  in  my  State. 

Individuals  who  invested  in  real 
estate  syndications,  in  full  compliance 
with  the  law,  will  face  a  rapid  phase- 
out  of  their  loss  deductions  over  the 
next  3  years,  very  likely  turning  paper 
losses  into  very  real  losses. 

I  am  concerned  also  at  the  impact 
that  this  tax  revision  will  have  on  the 
nonprofit  institutions— universit  ies, 
colleges,  museums,  cultural  and 
performing  arts  organizations— who 
may  face  severe  losses  in  contributions 
and  donations  as  the  result  of  loss  of 
deductions  for  persons  who  do  not 
otherwise  itemize,  and  the  provision 
subjecting  appreciated  gifts  to  the 
minimum  tax. 

Weighed  against  these  flaws,  inequi- 
ties, and  uncertainties,  however,  must 
be  the  very  real  improvements  the  bill 
will  make  in  our  tax  system.  On  the 
positive  side,  the  bill  will: 

Provide  overdue  tax  justice  to  mil- 
lions of  low-income  persons  and  fami- 
lies who  have  been  paying  far  more 
than  their  share  of  the  tax  burden. 

Provide  a  fairer  distribution  of  the 
tax  burden  by  shifting  part  of  the 
burden  from  individuals  to  corpora- 
tions. 

Assure,  through  a  minimum  tax, 
that  profitable  corporations  and  well- 
off  individuals  cannot  totally  escape 
the  responsibility  of  sharing  in  the 
costs  of  Government. 

By  reducing  marginal  tax  rates, 
drastically  reduce  the  influence  of 
taxes  on  the  spending,  saving,  and  in- 
vesting decisions  of  business  and  indi- 
viduals. 

Reduce  distortions  in  our  economy 
caused  by  tax  credits  and  artificial  de- 
preciation allowances  that  favored 
some  industries  over  others. 

These  are  broad  and  very  major  im- 
provements in  our  tax  system.  Indeed 
they  constitute  the  most  far-reaching 
reform  of  our  tax  system  in  decades. 
And  it  is  not  likely  that  we  shall  have 
an  opportunity  again  soon  to  make 
such  sweeping  changes. 

However,  we  must  recognize  that  im- 
posing such  broad  changes  on  our  tax 
system— even  though  most  of  the 
changes  are  for  the  good— poses  seri 
ous  uncertainties  about  how  individ- 
uals, corporations,  investors,  contribu- 
tors, retired  persons,  consumers,  and 
others  will  respond,  and  what  the  cu- 
mulative impact  of  those  responses 
will  be  on  our  economy.  There  are  no 
certain  answers  to  those  questions. 

With  enactment  of  this  tax  reform 
bill,  we  will  be  embarking  on  unchart- 
ed seas.  There  are  known  inequities 
and  unknowable  risks.  On  balance.  I 
have  concluded  that  the  potential 
gains  from  this  tax  reform  bill  out- 
weigh the  disadvantages  and  risks,  and 
I  will,  vote  in  favor  of  its  adoption. 
I  yield  the  floor. 
Mr.  WALLOP  addressed  the  Chair. 


The  PRESIDING  OFFICER.  The 
Senator  from  Wyoming. 

Mr.  WALLOP.  Mr.  President,  as  I 
view  all  of  this,  I  cannot  help  viewing 
it  with  the  overpowering  sense  of  lost 
opportunity.  I  think  my  chairman 
would  agree  with  me  that  I  was  at 
least  one  of  the  compelling  forces  of 
tax  reform  in  the  committee:  that 
from  time  to  time  when  things  looked 
worst,  I  was  standing  there,  ready  to 
push  and  argue  and  try  to  achieve  rad- 
ical tax  reform.  And  by  radical  tax 
reform,  I  mean  not  something  that 
would  jar  the  American  public.  But 
radical  enough  to  attract  the  Ameri- 
can public,  to  attract  the  business 
community,  to  attract  the  individual 
taxpaying  community.  I  believed  they 
could  be  attracted  with  the  concept  of 
fairness,  the  concept  of  simplicity,  the 
concept  of  economic  opportunity  that 
once  delivered  not  through  the  Tax 
Code,  but  through  the  economics  of 
America.  Good  economic  opportunity 
ought  to  attract  instant  economic  sup- 
port without  tax  incentives. 

We  ha\'e  in  our  tax  bill,  over  the 
course  of  time,  developed  a  very  effi- 
cient way  for  momentarily  delivering 
economic  stimulus  or  economic  resist- 
ance to  certain  ways  of  capital  flow. 
We  did  it  knowing  that  the  Tax  Code 
was  the  quickest  way  to  the  economy, 
certainly  more  efficient  than  appro- 
priations. Because  through  the  tax 
system  you  can  influence  certain  eco- 
nomic decisions  without  delivery  of  a 
large  bureaucratic  structure,  as  well. 

The  only  problem  that  we  had  was 
that  portions  of  the  Tax  Code  devel- 
oped a  constituency  of  their  own,  and 
the  constituencies  became  dependen- 
cies and  the  dependencies  became  irre- 
sistible forces  for  the  status  quo. 

So  tax  reform,  in  order  to  be  radical, 
had  to  overcome  the  resistance  of  es- 
tablished constituencies. 

And  we  almost  did  it.  We  damn  near 
did  it.  We  had  it  on  the  tips  of  our  fin- 
gers and  we  let  it  flow  out. 

You  may  recall  that  the  first  and 
rather  exciting  time  was  when  the 
chairman  delivered  a  concept  that  had 
a  top  rate  of  25  percent.  And  guess 
why  we  left  it?  We  left  it  because  of 
politics.  We  really  did  not  leave  it  be- 
cause of  tax  policy.  But  it  was  an  ex- 
citing time  because  that  was  the 
threshold  moment  when  we  could 
have  attracted  the  real  broad  support 
of  American  people  for  a  Tax  Code 
that  was:  One.  simple;  two,  fair;  and, 
three,  efficient. 

And  the  sad  part  of  where  we  have 
come  is  that  we  lost  simplicity.  And 
when  we  lost  simplicity,  we  lost  fair- 
ness. Because  I  will  guarantee  any- 
body who  views  what  we  have  done, 
that  while  we  added  complexity  in  the 
name  of  fairness,  we  have  created  in- 
herent unfairness  because  the  least 
powerful  of  Americans  cannot  cope 
with  complexity  as  can  the  powerful. 


In  the  conference  committee,  I 
cannot  tell  you  how  many  times  I  was 
disappointed  as  we  met  not  in  public 
but  in  private— and  that  was  neces- 
sary; it  is  not  a  criticism— when  we 
would  have  Members  on  both  sides, 
the  chairman  of  the  Senate  committee 
and  the  chairman  of  the  House  Ways 
and  Means  Committee  say,  "You  are 
right  to  object  to  this  as  a  matter  of 
tax  policy,  but  as  a  matter  of  politics 
we  can't  do  it." 
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And  by  golly,  day  by  day,  and  hour 
by  hour,  and  minute  by  minute,  we 
lost  reform  on  the  threshold  of  poli- 
tics, on  the  threshold  of  practicality, 
and  on  the  threshold  of  symbols  over 
substance.  The  statistics  got  lost  in 
the  smoke  and  the  methodology  got 
lost  in  the  mirrors.  That  is  not  to  say 
in  this  bill  there  are  not  good  parts.  I 
would  be  the  first  to  admit  it. 

I  rejoice  as  do  most  Americans  the 
fact  that  6  million  people  will  come  off 
the  bottom.  Those  at  or  near  the  pov- 
erty level  will  no  longer  pay  taxes. 
That  is  good.  We  will  eliminate  some 
of  the  most  abusive  tax  shelters,  at 
the  same  time  eliminating  some  of  the 
most  creative  tax  policies.  But  the  sad 
part  is  that,  in  my  opinion— and  I  feel 
sad  because  I  worked  very  hard  to 
achieve  real  tax  reform— and  the  bad 
outweighs  the  good.  It  is  abysmally 
antifamily.  When  it  left  the  Senate,  it 
was  more  profamily.  As  it  returned  to 
the  Senate,  it  is  aniifamily. 

The  IRA  limitations  discriminate 
against  the  two-worker  family.  If  a 
spouse  is  working  and  a  participant  in 
a  pension,  neither  spouse's  investment 
retirement  account  is  deductible:  if  a 
husband  is  working  or  if  a  wife  is 
working  and  the  other  spouse  wishes 
to  earn  a  little  income,  by  managing 
rental  properties  which  happen  to  be 
■passive"  under  the  conference  bill,  he 
or  she  becomes  an  impediment  to  his 
or  her  spouse's  after-tax  earning  ca- 
pacity. 

It  seems  wrong  to  me  that  a  spouse 
who  decides  to  go  to  work  eliminates 
the  other  spouses  opportunity  to 
deduct  IRA  investments.  It  seems 
wrong  to  me  that  abandoned  or  sepa- 
rated spouses  are  badly  discriminated 
against  in  the  rate  structure.  It  seems 
wrong  to  me  that  married  people  filing 
separately,  and  they  must  from  time 
to  time— and  it  is  not  a  matter  of 
choice  but  a  matter  of  reality— are  pe- 
nalized drastically  over  couples  who 
are  able  to  file  together. 

It  seems  wrong  to  me  that  we  say 
this  bill  promises  to  stimulate  econom- 
ic growth.  It  would  have  when  it  left 
here.  But  we  took  away  on  one  side 
savings  incentives  virtually  across  the 
board.  And  on  the  other  side  we  took 
away  risk  incentives.  So  now  there  is 
no  incentive  to  save.  And  there  is  no 
incentive  to  risk  your  capital  and  the 
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tax  incentive  designed  to  encourage 
risk  taking.  What  becomes  of  that? 
Without  it  proponents  of  the  legisla- 
tion say  that  you  will  chase  economic 
opportunity.  But  what  economic  op- 
portunity will  you  chase? 

You  will  chase  the  safest  of  invest- 
ments. This  acts  as  a  stimulus  to  con- 
sumption. Some  say  that  "new  con- 
sumption will  do  good  things  for  our 
economy."  Others  looking  at  it  will  say 
"to  consume  what?— Japanese 
stereos?— and  who  will  produce  that 
which  we  consume?"  So  you  can  look 
at  the  bill  and  you  find  that  we  have 
provided  this  big  consumption  stimu- 
lus to  the  individual  taxpayer  by  in- 
creasing dramatically  the  productive 
sector's  cost  of  capital. 

When  we  argued  this  bill  in  the 
Senate,  we  said  that  we  had  increased 
the  cost  of  capital  by  $90  billion  over  5 
years.  That  was  deemed  not  too  much. 
Now  we  say  we  have  increased  it  by 
only  $126  billion,  an  additional  $36  bil- 
lion. But  the  problem  is  that  the  as- 
sumptions that  we  use  for  $90  billion 
shift,  when  the  bill  left  the  Senate, 
are  not  the  same  assumptions  that  we 
use  to  arrive  at  the  conference  bill's 
figure  of  $126  billion.  So  using  today's 
economic  assumptions  the  original 
Senate  bill  only  increased  the  cost  of 
America's  capital  by  $60  billion,  or 
under  the  economic  assumptions  on 
which  we  based  the  Senate  bill.  The 
conference  bill  shifts  $150  billion  to 
$160  billion  to  the  productive  sector. 
But  in  point  of  fact,  we  are  using  two 
different  sets  of  figures  to  sell  this  to 
the  Senate  and  to  sell  it  to  America. 

The  problem,  however  one  defines  it, 
still  is  that  the  only  cost  of  capital 
that  has  not  been  increased  is  that  of 
those  who  compete  with  us  in  the 
international  marketplace.  The  only 
cost  of  capital  that  has  not  been  in- 
creased is  that  of  the  Japanese,  that  of 
the  Europeans,  that  of  the  Koreans, 
that  of  the  people  of  Hong  Kong,  the 
people  of  Singapore,  and  others  who 
compete  in  our  market.  We  have  dam- 
aged our  ability  to  conduct  American 
business  overseas. 

But  when  the  bill  left  the  Senate  we 
had  done  some  good  things  for  agricul- 
ture, we  had  done  some  good  things 
for  small  business,  we  had  held  to  a 
minimum  the  tax  increase  on  the  sick 
and  dying  oil  and  gas  industry,  and  we 
had  held  to  a  minimum  the  tax  in- 
crease on  the  heavy  capital  industries 
of  mining  and  mineral  production. 

Now  as  it  comes  back  we  find  an 
attack  on  agriculture,  not  a  support  of 
them.  You  will  see,  and  I  promise  this, 
a  level  of  outrage  that  will  surpass 
what  we  have  had  with  the  funny 
automobile  recordkeeping  require- 
ments. My  ranchers  are  now  going  to 
have  to  have  an  accountant  with  them 
all  day,  every  day,  and  each  of  every 
season  to  account  for  preproductive 
and  prepaid  expenses. 
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And  in  the  name  of  simplicity  and 
reform,  we  have  provided  them  with 
this  new  joy. 

How  are  they  going  to  keep  these 
records  minutely  on  feed,  fertilizer, 
seed,  and  water  costs?  Why  should  I 
go  back  home  to  Wyoming  and  say, 
"This  is  a  benefit  to  you,"  and  if  I  did, 
how  could  I  say  it  with  a  straight  face? 

We  repealed  their  investment  tax 
credit.  They  knew  it  was  coming  and 
they  accepted  that.  But  when  the  bill 
left  the  Senate,  it  had  a  depreciation 
treatment  that  was  better;  it  was  a 
good  trade  in  the  name  of  tax  reform. 
We  had  done  something  that  worked. 
We  had  taken  away  what  people  called 
an  abuse. 

I  did  not  like  the  repeal  of  the  in- 
vestment credit.  I  liked  the  investment 
tax  credit.  I  felt  it  was  an  effective  and 
efficient  way  to  encourage  investment 
and  production.  When  the  bill  left  the 
Senate,  we  had  replaced  it  with  some- 
thing that  was  completely  acceptable. 
Now,  it  comes  back  with  depreciation 
that  is  worse  than  current  law  and  the 
investment  tax  credit  is  gone. 

For  farmers,  when  it  left  here,  it  had 
income  averaging  and  now  it  has  that 
gone. 

Capital  gains,  which  is  the  major 
portion  of  breeding  herds  and  other 
forms  of  agriculture,  it  is  gone. 

So  what  do  I  tell  them  that  they 
have  here?  I  cannot  tell  them  that  it  is 
simpler,  because  it  is  a  damn  sight 
more  difficult.  I  cannot  tell  them  that 
it  is  more  efficient,  because  it  is  a 
damn  sight  less  efficient.  I  cannot  tell 
them  they  have  been  reformed.  I  can 
only  tell  them  they  have  been  done. 

The  next  sector  of  my  economy  is  oil 
and  gas.  We  fought,  and  the  chairman 
was  generous  and  the  majority  leader 
was  generous  and  the  Senate  was  gen- 
erous, and  we  fought  and  we  fought 
and  we  limited  the  tax  on  the  oil  and 
gas  industry  to  $10  billion  over  the 
next  5  years. 

We  come  back  and  find  that  worse. 
What  is  more,  we  find  their  future 
prospect  even  more  drastically  limited 
when  it  comes  to  this  crazy  concept 
than  when  we  voted  on  it.  What  is 
called  "earnings  and  profits,"  unde- 
fined in  the  House-passed  bill  and  un- 
defined to  the  conferees,  was  em- 
braced. And  after  3  years'  time,  we  will 
find  capitalization  of  exploration  costs 
in  the  oil  and  gas  industry.  That  is 
really  and  truly  a  very  heavy  burden 
to  bear. 

How  can  I  tell  them  that  they  have 
been  reformed?  We  persuaded  them  to 
understand  the  $10  billion  tax  increase 
of  the  Senate  bill.  How  can  I  persuade 
them  to  understand  an  extra  perhaps 
$16  billion  on  top  of  that  in  an  indus- 
try that  is  sick  and  dying. 

How  can  I  explain  this  conference 
bill  to  the  next  segment  of  Wyoming 
economy,  that  of  mineral  production, 
coal,  gravel,  bentonite,  trona? 


When  it  left  here,  we  had  traded  the 
new  capital  costs  by  virtue  of  the  loss 
of  the  investment  tax  credit  for  a  very 
good  and  a  very  efficient  accelerated 
depreciation  system  and  a  retention  of 
percentage  depletion. 

Now  both  depreciation  and  depletion 
are  worse  than  current  law  and  the  in- 
dustry has  lost  the  investmant  tax 
credit.  Like  all  other  commodities, 
minerals  are  in  trouble— deep,  serious, 
and  abiding  trouble  around  the  world, 
but  ours  more  so  than  the  others  be- 
cause the  miners  are  paid  more,  our 
capital  costs  are  higher,  we  have  sever- 
ance taxes,  we  have  environmental  re- 
quirements, all  of  those  things  which 
are  things  that  J  have  supported.  But 
now  on  top  of  it  we  have  told  them  not 
to  invest  in  new  equipment  because 
they  cannot  get  a  sufficient  return  on 
it  to  make  it  worth  modernizing. 

Then  I  have  to  look  at  the  next  seg- 
ment of  the  Wyoming  economy.  That 
is  travel  and  tourism.  How  can  I  tell 
them  that  I  have  helped  them  or  that 
this  bill  will?  A  major  segment  of  Wyo- 
ming's travel  and  tourism  is  conven- 
tions. So  the  travel  and  entertainment 
portions  of  the  bill  come  down  right 
square  in  the  middle  of  their  backs. 
This  bill  makes  those  expenses  80  per- 
cent deductible,  not  100  percent.  I  was 
able  to  swallow  that  when  the  bill  left 
the  Senate.  But  the  scales  have 
changed  as  the  bill  returns  to  the 
Senate. 

I  look  at  the  next  segment  of  the 
Wyoming  economy,  small  business, 
Wyoming,  per  capita,  is  the  largest 
small  business  State  in  America.  I  see 
them  with  added  complexity,  in  ac- 
counting and  compliance  rules  and 
with  a  loss  of  capital  incentives  and 
capital  gains,  and  I  see  them  with  a 
corporate  rate  reduction  that  helps 
large  corporations  more  than  it  helps 
small  businesses.  I  see  them  with  a 
loss  of  the  general  utilities  doctrine 
that  permits  family  entrepreneurs  to 
get  out  without  double  taxation,  two 
levels  of  tax  on  the  same  profit. 

I  see  them  with  a  reduction  of  the 
ITC  carryover  and  the  reduction  of 
general  business  credit  limits. 

How  can  I  go  to  my  small  business- 
man and  say  that  this  is  simpler,  this 
is  fairer,  this  is  more  efficient?  The 
answer  is  that  I  cannot. 

So  we  travel  over  the  rest  of  the 
economy  of  my  State  and  find  there  is 
not  much  left. 

I  rejoice,  and  I  would  have  to  rejoice, 
in  the  fact  that  there  are  a  number  of 
the  people  in  the  State  of  Wyoming 
who  are  at  or  near  the  poverty  level 
and  they  will  benefit,  and  I  rejoice  for 
them. 

The  problem  that  I  have  is  that  I 
would  add  to  their  numbers  should  I 
vote  for  this  bill. 

The  problem  that  I  have  is  that  this 
bill  will  put  more  Wyoming  people 
down  in  the  poverty  category. 
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Of  what  benefit  is  it  to  people  to 
have  a  15-percent  rate  if  they  do  not 
have  an  income  against  which  to  apply 
it?  If  I  hit  small  business,  if  I  hit  agri- 
culture, if  I  hit  oil  and  gas,  and  if  I  hit 
minerals  and  mining  production, 
timber  production  and  tourism,  I  do 
not  have  a  hell  of  a  lot  left  in  Wyo- 
ming to  rejoice  over. 

So,  Mr.  President,  I  guess  I  have  a 
problem  because  we  set  out  to  sell  tax 
reform  to  the  American  people,  not 
thinking  it  was  good  enough  to  restore 
fairness  and  create  simplicity  and  do 
those  things.  We  decided  the  only  way 
we  could  get  America's  approval  of  tax 
reform  was  to  give  them  tax  relief. 
But  in  point  of  fact,  that  was  a 
premise  that  was  not  neces.sary.  The 
original  Bradley-Gephardt  and  the 
original  Kemp-Kasien  did  not  make 
this  transfer  from  the  corporate  sector 
to  the  individual  sector.  We  did  not 
have  to  do  it.  But  we  got  lost  in  that 
thesis  and  we  got  lost  primarily  in  a 
thing  called  revenue  neutrality. 

I  remember  when  we  got  going 
before  this  thing  ever  was  under  con- 
sideration in  the  Senate,  the  Treasury 
Department  discovered  that  they  had 
$11  billion  that  somehow  or  another, 
in  the  process  of  estimating,  they  were 
going  to  be  short.  $11  billion  over  5 
years  in  a  $300  trillion  economy  being 
like  trying  to  find  a  specific  glass  of 
water  in  the  middle  of  the  Mississippi 
at  flood  stage.  You  cannot  do  it. 

But  we  kept  binding  ourselves  and 
the  worse  thing  is  when  we  got  into 
the  conference— and  this  brings  me  to 
the  principal  point  I  want  to  make— 
every  time  we  got  somewhere  with  a 
reasonable  compromise,  the  Joint  Tax 
Committee,  which  was  operating  on  its 
own  agenda  and  not  as  professionals. 
came  in  with  a  new  revenue  estimate. 
Overnight  they  would  come  in  with  a 
new  estimate. 

D  2310 

And  we  had  no  way  to  confront  it. 
We  had  only  to  pay  for  it;  causing 
agreements  to  break  down.  So,  we 
started  again  this  ridiculous  process  of 
picking  up  nickles  and  dimes  and  run- 
ning them  about.  And  what  did  we  do? 
We  created  a  bill  against  which  a  sig- 
nificant number  of  points  of  order 
would  lie  under  the  rules  of  the 
Senate  because  of  new  matters  which 
were  not  decided  by  the  conferees.  I 
am  not  going  to  raise  them,  except  I 
am  going  to  describe  them.  Because 
they  are  not  the  problems  that  I  have 
with  the  bill  and  it  seems  irrelevant  to 
raise  a  point  of  order  over  something 
that  is  not  a  problem  that  you  have 
with  the  bill.  But  that  existence 
proves  my  point.  When  the  conferees, 
in  their  rush  to  get  home— and  I  was 
one— I  was  not  there  on  the  last  day  of 
the  conference— I  was  entertaining  the 
Japanese  Ambassador  in  the  State  of 
Wyoming,  trying  to  get  that  wretched 
country   to   buy   a   product   that  we 


have,  that  we  can  produce  and  supply 
to  their  country  cheaper  than  they 
can  in  greater  quantities  of  inventory 
and  in  greater  quantities  of  quality. 

I  thought  it  might  be  important  to 
try  to  supply  that  extra  600  jobs.  So  I 
was  not  there,  I  willingly  admit  that. 
But  the  conference  bought  off  on  con- 
cepts that  they  did  not  and  could  not 
understand— it  is  not  a  criticism  of 
them.  Then  they  licensed  the  commit- 
tee staff  to  proceed  and  to  produce 
things  that  were  never  even  discussed 
amongst  the  two  committees  of  the 
House  and  Senate. 

For  example,  on  page  818,  we  did 
something  about  Federal  tax  liens. 
What  we  did  was  fix  two  cases  that 
the  Treasury  Department  had  lost. 
And  it  bothers  the  Treasury  Depart- 
ment to  lose,  so  in  the  dark  of  night, 
when  no  conferees  are  around,  in  slips 
the  reversal  of  these  cases.  These 
cases  were  two  protaxpayer  court  deci- 
sions in  which  the  nineth  circuit  held 
that  cancellation  of  land  sales  con- 
tracts will  extinguish  Federal  tax  liens 
even  if  there  is  no  notice  to  the  Feder- 
al Government. 

These  cases  are  explicitly  overturned 
in  the  bill  without  any  discussion  in 
the  committee  or  having  been  men- 
tioned in  either  bill.  Well,  the  Ameri- 
can taxpayer  is  entitled  to  have  those 
who  make  the  laws  that  he  is  going  to 
be  subject  to  have  been  elected  and 
not  hired.  And  here  we  are. 

There  is  a  beauty  in  here  on  alimo- 
ny. It  completely  changes  the  tax  con- 
sequences of  Americar\  divorce  law. 
Never  mentioned  in  the  conference 
committee,  never  mentioned  in  our 
musings  on  the  bill,  in  the  Senate, 
during  our  retreat  up  in  West  Virginia, 
or  anytime  during  the  course  of  the 
consideration  of  the  bill,  or  anything 
on  the  floor  of  the  Senate,  or  at  any 
moment  in  the  conference.  Never  men- 
tioned. And  along  it  comes  and  modi- 
fies the  statutory  distinction  between 
property  settlements  and  alimony  pay- 
ments and  is  so  arrogant  as  to  say, 
"This  new  provision  will  generally 
apply."  It  just  admits  that  we  never 
even  considered  it. 

Customs  user  fees,  also  a  neat  little 
deal  about  moving  expenses.  Neither 
issue  was  ever  considered,  not  in  either 
bill,  neither  were  a  question  that  any 
of  us  was  presented  with  in  the  confer- 
ence, but  moving  expenses  are 
changed  from  a  deduction  from  ad- 
justed gross  income  rather  than  a  de- 
duction for  adjusted  gross  income.  Ba- 
sically what  it  says  you  lose  your 
moving  expenses  unless  you  itemize. 

There  are  a  bunch  of  major  changes 
that  were  made  without  knowledge  or 
consent  of  the  conferees. 

A  reduction  in  the  standard  deduc- 
tion of  $30.  We  were  not  asked  about 
that.  Nobody  voted  on  that. 

Taxation  of  income  of  gifts  from 
grandparents,  taxed  at  the  parent's 
rate.  We  were  not  asked  about  that. 


Nobody  ever  mentioned  it.  These,  and 
other  changes  are  totally  outside  the 
scope  of  the  conference:  That  which  is 
conceptualized  by  those  that  signed 
the  conference  report  before  it  was  re- 
duced to  writing. 

For  my  part,  for  whatever  reasons, 
and  I  do  not  know,  I  was  not  even 
asked  to  sign  the  conference  report.  I 
do  not  know  whether  that  was  because 
I  made  the  requirement  or  stipulation 
that  before  I  did.  I  would  like  to  see 
the  report.  When  I  asked  to  see  it,  I 
was  told  there  was  not  enough  time, 
that  it  had  to  go  to  the  printers.  I  do 
not  know  why  I  was  not  asked,  but  the 
fact  is  that  this  conferee  was  not 
asked.  I  guess  I  am  a  little  disappoint- 
ed in  that  because  I  frankly  was  flat- 
tered by.  and  energetically  applied 
myself  to  the  fact  that  I  was  a  confer- 
ee and  they  had  stepped  over  the  tra- 
ditional seniority  to  put  me  on  the 
conference.  I  was  flattered  by  that  and 
I  worked  hard  and  I  wanted  a  tax  con- 
ference that  provided  real  reform  and 
I  did  not  see  it. 

I  think  the  point  that  I  am  trying  to 
make  is  that  the  system  stinks.  The 
system  is  in  trouble  when  this  body  of 
elected  people  turns  over  its  responsi- 
bility to  staff,  however  competent,  and 
says  "You  write  it.  We  will  sign  off  on 
it  without  ever  seeing  it."  And  has  it 
arrive  in  the  House  and  gets  a  vote 
without  anybody  being  able  to  claim 
that  they  know  what  is  in  it. 

Now  it  is  presenting  itself  to  us.  a 
couple  of  thousand  pages,  on  the  same 
basis. 

The  system  stinks  when  conferees 
will  not  take  the  time, to  try  to  find 
out  at  least  what  is  in  it  that  is  new,  at 
least  what  belongs,  the  part  of  it  that 
was  never  talked  about  or  discussed 
amongst  the  conferees.  It  would  not 
have  made  any  difference  had  I  been 
there  on  the  last  day.  These  things 
were  not  talked  about,  they  were  not 
raised,  they  were  not  presented,  they 
were  never  asked  of  anybody.  They 
were  just  put  in.  in  a  desperate  search 
for  fine-tuning  $1  billion  or  $2  billion 
in  this  ultra-trillion-dollar  period  of 
time.  It  is  impossible. 

So,  I  guess  I  say  again  tonight  that  I 
am  sorry,  I  am  disappointed.  We  had 
an  opportunity  and  we  lost.  We  let  it 
go  on  politics.  We  became  more  inter- 
ested in  the  symbol  of  tax  reform.  The 
President's  people,  the  majority  party 
in  the  House,  and  the  majority  party 
in  the  Senate  has  been  more  interest- 
ed in  the  symbol  of  the  tax  reform 
than  its  substance.  We  want  the  cam- 
paign ribbon  and  we  do  not  really  care 
that  we  have  not  achieved  the  goal. 
The  President,  when  he  asked  us  to  do 
this,  gave  us  three  legs  on  which  this 
stool  was  to  stand:  Fairness;  we  gave  it 
away  when  we  had  it  in  our  hands. 
Simplicity;  we  gave  it  away  when  we 
had  it  in  our  hands. 
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Economic  stimulus.  Take  the  chair- 
man's argument  that  some  say  it  will 
create  that  stimulus.  My  own  belief  is 
that  it  will  not.  But  with  two  of  the 
three  legs  gone,  who  the  hell  cares 
what  the  third  leg  does.  You  cannot 
sit  on  it  anyway;  it  will  fall  over. 

And  that  is  where  I  leave  it  tonight, 
really  disappointed,  really  viewing  it 
as  though  we  had  an  opportunity  in 
our  hands  that  we  let  go  on  the  altar 
of  politics  and  symbolism.  And  this  op- 
portunity is  not  going  to  return,  not 
while  I  am  here  and  sure  as  heck  I  am 
not  going  to  be  one  of  the  ones  who 
stands  up  and  says,  "Let  us  do  tax 
reform  again,"  I  promise  you  that.  I 
have  seen  that  we  do  not  have  the 
courage  or  the  willingness.  I  have 
heard  it  said  in  the  conference  com- 
mittee that  "It  may  be  good  policy, 
but  it  is  not  good  politics."  I  have  seen 
us  fritter  away  an  opportunity  of  a 
lifetime  on  the  altar  of  convenience 
and  the  purchase  of  campaign  ribbons. 

Mr.  President,  I  yield  the  floor. 

Mr.  BROYHILL  addressed  the 
Chair. 

The  PRESIDING  OFFICER.  The 
Senator  from  North  Carolina. 

Mr.  BROYHILL.  Mr.  President,  I 
have  listened  attentively  to  the  vari- 
ous remarks  and  speeches  that  have 
been  made  tonight,  especially  to  the 
Senator  from  Wyoming  and  others.  I 
think  back  to  the  reason  we  are  here 
tonight  and  why  we  are  discussing  this 
bill. 

We  are  here  because  the  American 
people  were  speaking  on  behalf  of  tax 
reform.  They  were  speaking  out  on 
behalf  of  tax  reform  because  the  tax 
system  had  become  too  complicated 
and  too  burdensome.  They  were  ex- 
pressing to  those  of  us  who  are  sup- 
posed to  be  representing  their  views 
that  the  tax  system  had  become 
unfair. 

I  have  listened  with  interest  to  my 
colleagues  as  they  have  discussed  the 
history  of  this  bill.  The  Senator  from 
Wyoming  expressed  his  involvement  in 
this  legislation.  I  also  listened  with 
great  interest  to  the  chairman  of  the 
conunittee  as  he  gave  us  the  history 
behind  this  bill,  not  only  in  the  Senate 
committee  but  also  in  the  House- 
Senate  conference.  But  the  fact  is  we 
are  here  because  the  conference  has 
agreed  to  the  most  comprehensive  tax 
reform  package  since  World  War  II. 

Now,  this  bill  is  not  perfect.  I  do  not 
think  its  sponsors  have  said  it  is  per- 
fect, and  it  may  even  fall  short  of  the 
goal  of  simplification.  It  does  repre- 
sent a  very  significant  improvement 
over  the  present  Tax  Code,  for  that  is 
what  our  goal  was.  I  am  sure  that 
every  Senator,  if  he  had  his  druthers, 
as  we  say  down  home,  would  probably 
write  a  bill  that  is  different  than  this 
one.  Perhaps  it  would  be  a  bill  that 
the  rest  of  the  Senate  could  not  sup- 
port. In  my  judgment,  the  document 
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before  us  will  restore  fairness  to  our 
tax  system  and  will  significantly  lower 
personal  tax  rates  as  well  as  business 
tax  rates.  I  am  convinced  that  it  will 
stimulate  greater  economic  growth.  As 
I  pointed  out.  this  bill,  in  my  judg- 
ment, is  in  response  to  the  American 
people,  who  have  asked  us  to  put  tax 
reform,  the  rewriting  of  the  Tax  Code, 
high  on  our  legislative  agenda.  This  is 
what  we  have  done. 

I  look  at  some  of  the  advances  that 
have  been  made.  The  current  Tax 
Code  has  14  individual  tax  brackets.  In 
this  bill  we  havfe  only  two  brackets 
with  a  maximum  top  rate  of  28  per- 
cent. Under  this  bill,  80  percent  of  the 
American  taxpayers  will  fall  within 
the  lowest  tax  rate. 

An  item  in  this  bill  which  I  consider 
significant  is  that  an  estimated  6  mil- 
lion Americans  who  live  at  or  below 
the  poverty  level  will  no  longer  have 
to  pay  taxes. 

Another  factor  in  this  bill  is  the 
maintenance  of  "the  traditional  deduc- 
tions that  are  important  to  middle- 
income  families.  These  include  mort- 
gage interest.  State  and  local  taxes 
other  than  sales  taxes.  Also  the  per- 
sonal exemption  will  be  increased  to 
$2,000  by  1989.  I  think  this  is  a  signifi- 
cant improvement  in  the  Tax  Code. 
Since  1948,  the  personal  tax  exemp- 
tion, which  was  set  at  that  time  at 
$600,  has  not  kept  pace  with  the  rate 
of  inflation,  it  has,  in  effect,  been  de- 
valued. The  increase  in  the  personal 
exemption  to  $2,000,  in  my  opinion,  is 
a  significant  profamily  provision. 

I  also  feel  that  many  small  business- 
es will  benefit  from  this  legislation. 
The  top  tax  rate  on  business  is  re- 
duced from  46  percent  to  34  percent. 
This  is  a  significant  reduction. 

This  legislation  also  lowers  the  tax 
burden  on  small  businesses.  What  this 
means  is  that  if  a  person  has  an  idea, 
forms  a  business,  works  hard,  and  pro- 
duces a  profit,  he  is  going  to  be  able  to 
keep  more  of  that  profit.  He  can, 
therefore,  do  whatever  he  wants  with 
it— reinvest  it  or  keep  it,  spend  it  or 
dispose  of  it  in  any  way  he  chooses. 

I  am  aware  of  the  concerns  ex- 
pressed by  the  previous  speaker.  I  cer- 
tainly understand  and  share  the  con- 
cerns that  other  Senators  have  ex- 
pressed in  respect  to  certain  portions 
of  this  legislation.  This  legislation 
eliminates  the  investment  tax  credit. 
The  investment  tax  credit  proposal 
was  made  a  number  of  years  ago  when 
I  was  serving  in  the  House.  I  support- 
ed it.  I  would  also  point  out  that  this 
bill  preserves  accelerated  depreciation 
and  cost  recovery. 

I  also  wish  to  make  an  observation 
about  investment  tax  credits.  If 
memory  serves  me  right,  not  only  the 
original  Treasury  bill  and  the  Presi- 
dent's proposal  but  the  Bradley-Gep- 
hardt plan  and  the  Kemp-Kasten  plan 
called  for  the  elimination  of  the  in- 
vestment tax  credit. 


I  also  think  we  should  take  a  look  at 
why  people  make  investment  deci- 
sions. Investment  tax  credits  may  be  a 
significant  factor,  but  I  really  think 
one  of  the  things  entrepreneurs'  con- 
sider when  they  are  about  to  invest  or 
reinvest  is  the  soundness  of  the  invest- 
ment itself.  In  other  words,  they  look 
at  the  market  demand  for  that  par- 
ticular product  or  ser\'ice.  The  decision 
to  invest  is  a  response,  it  seems  to  me, 
to  the  marketplace— what  will  be  the 
inflation  factor  in  future  years?  What 
will  happen  to  interest  rates?  These 
factors  are  very  much  in  the  forefront 
of  investment  decisionmaking. 

So  it  seems  to  me  this  tax  reform 
will  encourage  these  investment  deci- 
sions to  be  made  in  response  to  the 
marketplace  and  not  necessarily  based 
on  what  taxes  a  person  might  pay. 

This  bill  has  been  under  consider- 
ation for  some  time.  It  is  not  perfect. 
As  I  have  stated  in  my  judgment  it 
does  put  us  much  closer  to  our  target, 
that  of  a  fairer  tax  system,  a  simpler 
tax  system,  one  that  is  equitable  for 
all  Americans.  The  President  has 
called  for  tax  reform.  I  know  that  the 
people  of  North  Carolina  have  called 
for  tax  reform.  I  know  the  American 
people  have  been  calling  for  it.  This  is 
a  chance  for  us  to  act,  and  I  urge  my 
colleagues  to  join  me  in  supporting  the 
Tax  Reform  Act  of  1986. 

I  yield  the  floor. 

D  2330 

Mr.  PACKWOOD.  Mr.  President,  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to 
call  the  roll. 

D  2400 

Mr.  PACKWOOD.  Mr.  President,  I  ■ 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

RECESS  UNTIL  12: 11  A.M. 

Mr.  PACKWOOD.  Mr.  President.  I 
ask  unanimous  consent  that  there  be  a 
5-minute  recess. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Thereupon,  at  12:06  a.m.,  the  Senate 
recessed  until  12:11  a.m.,  whereupon, 
the  Senate  reassembled  when  called  to 
order  by  the  Presiding  Officer  [Mr. 
TribleI. 

Mr.  DODD.  Mr.  President,  in  1981 
the  Congress  at  the  direction  of  Presi- 
dent Reagan  embarked  on  a  series  of 
economic  policies  which  I  believed 
then  and  continue  to  believe  threaten 
the  well-being  of  our  Nation  and  se- 
verely limit  the  options  available  to 
future  generations.  Because  I  feel  that 
the  pending  tax  reform  legislation  rep- 
resents a  continuation  of  these  mis- 
guided policies  and  because  this  legis- 
lation is  not  in  the  best  interests  of 
the  citizens  of  my  State  and,  in  my 
opinion,  is  an  affront  to  my  constitu- 
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ents,  I  will  cast  my  vote  against  adop- 
tion of  the  conference  report. 

I  find  little  comfort  in  the  fact  that  I 
was  one  of  a  small  handful  of  those  in 
this  Chamber  6  years  ago  who  refused 
to  climb  on  board  the  bandwagon  of 
fiscal  irresponsibility.  By  drastically 
cutting  taxes  and  not  overall  spending, 
we  laid  the  foundation  for  the  prob- 
lems which  we  as  a  nation  confront 
today— a  doubling  of  the  national  debt 
in  5  years,  a  shift  from  a  positive  trade 
account  to  the  position  as  the  worlds 
largest  debtor  Nation  over  the  same 
period  and  a  current  level  of  economic 
growth  teetering  on  the  brink  of  reces- 
sion. While  the  political  fervor  of  the 
so-called  Reagan  recovery  afforded  a 
brief  delay  in  the  full  impact  of  these 
policies,  in  reality,  that  recovery  began 
to  stagnate  2  years  ago  and  was  itself 
an  inevitable  result  from  the  depths  of 
the  1981-82  Reagan  recession. 

Now  Mr.  President,  we  find  ourselves 
on  precarious  economic  ground  with  a 
vote  on  a  tax  reform  bill  designed  to 
fundamentally  alter  the  economic, 
social  and  political  framework  of  this 
country.  The  problem  with  all  of  this 
is  that  no  one— not  the  economists, 
not  the  sponsors  of  this  bill,  and  not 
the  President— can  tell  us  where  we're 
headed.  All  we  hear  is  that  the  train  is 
roaring  down  the  track  and  its  time  to 
get  on  board  or  be  run  over.  Yet.  the 
day  after  the  final  tax  bill  was  agreed 
to  by  the  conference,  the  President's 
Chief  of  Staff,  a  former  Secretary  of 
the  Treasury  and  the  former  head  of 
one  of  the  worlds  largest  investment 
banking  concerns,  was  quoted  in  the 
Washington  Post  to  the  effect  that 
the  administration  could  not  assess 
the  economic  consequences  of  the  bill. 
More  recently,  we  have  a  former  chair- 
man of  President  Reagan's  council  of 
economic  advisors  predicting  a  full  1 
percent  drop  in  GNP  next  year  and  a 
loss  of  1  million  jobs  by  1991  as  a 
result  of  this  bill. 

Mr.  President,  once  again  simple 
math  will  show  us  that  this  bill  has 
the  real  potential  to  push  this  Nation 
into  a  recession.  After  6  years,  it's  time 
to  stop  telling  the  American  people 
anything  and  everything  they  want  to 
hear  and  start  telling  the  truth.  Who 
are  we  fooling  by  adopting  lower  tax 
rates  today  in  an  election  year,  when 
it  is  obvious  that  the  deficit  situation 
makes  it  a  foregone  conclusion  that 
revenues  will  have  to  be  increased 
next  year. 

The  most  regrettable  aspect  of  all  of 
this  is  that  we  are  not  only  about  to 
perpetrate  a  hoax  on  the  American 
people,  but  it  was  avoidable.  We  could 
have  tax  reform,  without  either  the 
economic  uncertainty  or  the  unfortu- 
nate dislocations  which  I  fear  will 
occur  in  our  society  as  a  result  of  this 
legislation.  The  fundamental  flaw  of 
the  Tax  Reform  Act  of  1986  is  that  it 
appears  to  have  been  written  with 
blinders  on.   In   reality   the   Internal 


Revenue  Code  is  a  reflection  of  Ameri- 
can life.  As  long  as  there  exists  a  need 
to  collect  revenues,  our  tax  laws  will 
guide  economic  decisions  in  this  coun- 
try regardless  of  how  low  the  rates  get 
or  how  many  preferences  are  eliminat- 
ed. Coming  at  a  time  of  budgetary 
strain  and  limited  options,  this  bill  is 
less  tax  reform  and  more  a  continu- 
ation of  the  philosophy  of  Ronald 
Reagan  that  with  the  exception  of  na- 
tional defense.  Government  has  no 
role  to  play  in  meeting  the  needs  of 
the  American  people. 

Mr.  President.  I  believe  that  we  must 
strive  for  equity  in  our  tax  laws  and 
that  it  is  proper  for  government  to 
either  encourage  or  discourage  certain 
behavior  through  the  Tax  Code.  On 
balance.  I  do  not  think  the  pending 
tax  bill  enhances  the  equity  of  our  tax 
system.  I  challenge  anyone  in  or  out- 
side of  this  body  to  show  me  a  piece  of 
legislation  that  goes  beyond  this  tax 
bill  in  applying  substantive  changes  of 
law  in  a  retroactive  manner.  If  I  were 
a  Federal  retiree.  I  would  fee!  justified 
in  opposing  this  bill  and  regardless  of 
ones  views  with  respect  to  real  estate 
shelters,  is  it  fair  to  base  taxation  on 
anything  other  than  a  reliance  on  the 
laws  and  regulations  which  existed  at 
the  time  in  which  transactions  were 
consummated?  Is  it  equitable  to  pro- 
vide transition  rules  which  convey  tax 
benefits  on  particular  concerns  that 
will  be  competing  with  other  business- 
es that  have  not  been  accorded  the 
same  status?  Should  homeowners  be 
allowed  to  borrow  money  for  their 
children's  education  and  deduct  the  in- 
terest while  renters  who  are  probably 
more  in  need  cannot?  Under  the.  guise 
of  reform  and  equity,  why  is  it  neces- 
sary to  increase  the  taxes  of  almost  16 
million  taxpayers  with  annual  incomes 
below  $50,000. 

When  we  attempt  to  assess  the  total 
impact  of  this  legislation,  I  suspect 
that  we  will  find  that  while  the  tax  re- 
turns of  lower  and  middle  income  fam- 
ilies have  been  either  eliminated  or 
simplified,  life  will  be  more  costly  and 
complicated.  I  wonder  if  2  years  from 
now  we  will  be  boasting  about  all 
those  of  low  income  we  took  off  the 
rolls  in  1986,  when  these  very  same 
people  are  paying  more  for  rent  in  a 
tighter  housing  market  than  they  for- 
merly paid  in  taxes.  While  we  bemoan 
the  escalating  costs  of  higher  educa- 
tion, let  there  be  no  doubt  that  this 
bill  raises  the  costs  of  capital  to  our 
public  and  private  universities.  When 
we  subject  the  interest  on  municipal 
bonds  to  taxation,  we  drive  up  the 
costs  associated  with  the  revitalization 
of  this  Nation's  crumbling  infrastruc- 
ture. 

As  to  the  impact  of  this  legislation 
on  my  constituents,  I  must  raise  a  spe- 
cial objection  to  the  elimination  of  the 
deductibility  of  State  and  local  sales 
taxes.  This  provision  goes  beyond  the 
scope  of  the  conference  and  is  an  im- 


proper intrusion  on  the  part  of  the 
Federal  Government  into  the  preroga- 
tives of  the  citizens  of  my  State  which 
generates  significant  revenues  from 
sales  taxes  and  does  not  impo.se  a 
State  income  tax.  This  loss  of  deduct- 
ibility will  be  felt  by  not  only  itemizers 
in  my  Slate  but  all  of  our  residents 
who  will  continue  to  expect  and 
demand  the  same  or  more  by  way  of 
Government  services  against  an  erod- 
ing tax  base.  I  led  the  effort  in  the 
Senate  to  restore  universal  deductibil- 
ity under  individual  retirement  ac- 
counts both  because  I  believe  in  tax  in- 
centives for  retirement  security  and 
because  over  one-half  of  the  house- 
holds in  my  State  had  availed  them- 
selves of  this  savings  options.  As  with 
the  sales  tax  issue,  I  thought  we  had 
sent  the  conference  some  fairly  posi- 
tive signals  on  the  IRA  issue  during 
Senate  debate,  yet  for  the  middle- 
income  people  in  a  high  cost,  high  per 
capita  earning  State  such  as  Connecti- 
cut, the  dollar  cutoffs  in  the  confer- 
ence bill  for  maintaining  this  deduc- 
tion are  unacceptably  too  low.  I  also 
am  offended  by  the  provision  in  the 
IRA  section  which  would  deny  the 
benefits  of  full  deductibility  to  a  work- 
ing woman  soley  on  the  basis  that  her 
husband  is  an  active  participant  in  a 
private  retirement  plan. 

Mr.  President,  once  the  flood  tide  of 
tax  reform  has  subsided,  I  believe  that 
we  will  be  back  on  the  floor  of  this 
Chamber  adopting  major  alterations 
to  the  Tax  Reform  Act  of  1986.  I  don't 
know  of  anyone  who  seriously  believes 
that  the  deficit  reduction  task  which 
will  confront  the  100th  Congress  can 
be  addressed  without  some  revenue 
component.  Further,  I  predict  we  will 
be  back  here  in  fairly  short  order  be- 
moaning our  lack  of  competitiveness 
abroad  as  a  rational  for  increased  in- 
centives for  expanded  savings  and  in- 
vestment. The  result  I  fear,  Mr.  Presi- 
dent, will  be  a  further  erosion  of  our 
citizens  confidence  in  the  Congress 
and  the  Tax  Code.  When  the  poten- 
tial, negative  implications  for  our 
economy  are  added  to  this  equation,  I 
can  reach  no  conclusion  other  than 
that  the  adoption  of  this  legislation  is 
not  in  the  best  interests  of  the  citizens 
of  Connecticut  or  the  Nation. 

Mr.  SIMON.  Mr.  President,  I  rise  to 
speak  in  opposition  to  the  tax  bill  con- 
ference report  now  under  consider- 
ation. 

I  do  that  fully  recognizing  there  are 
some  good  features  in  the  proposal, 
and  recognizing  that  a  great  deal  of 
hard  work  has  been  put  in  by  many  of 
my  colleagues  here  in  the  Senate  and 
in  the  House.  Particularly  playing  a 
key  role  of  leadership  has  been  our 
House  colleague  Representative  Dan 
RosTENKOWSKi,  who  has  shown  cour- 
age and  great  ability  in  bringing  this 
measure  to  this  point.  Here  in  the 
Senate,  our  colleagues  Senator  Pack- 
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wood  and  Senator  Bill  Bradley  de- 
serve special  commendation,  as  do 
Senators  Russell  Long  and  Lloyd 
Bentsen. 

They  labored  long  and  hard.  I  re- 
spect that  effort,  but  now  we  must 
face  the  question.  "Is  that  effort  one 
that  we  should  impose  on  the 
Nation?"  Despite  my  great  respect  for 
them,  I  do  not  believe  we  should. 

DEALING  WITH  THE  DEFICIT 

I  know  of  no  one  in  this  body  who 
does  not  readily  recognize  that  the 
deficit  is  the  No.  1  problem  facing  our 
Nation's  economy.  Yet,  we  are  on  the 
verge  of  passing  a  massive  overhaul  of 
our  tax  system  without  addressing  the 
deficit.  We  have  studiously  avoided 
the  basic  problem.  We  are  making  a 
serious  mistake.  And  everybody  knows 
it. 

It  is  a  mistake  to  collect  an  addition- 
al $120  billion  from  industry  and  not 
apply  1  penny  of  it  to  the  deficit.  It  is 
foolish  to  increase  the  taxes  of  one- 
third  of  middle-class  Americans  and 
not  spend  a  penny  of  it  to  reduce  the 
deficit.  It  is  wrong  to  take  away  the 
additional  personal  exemption  given  to 
those  over  65  and  to  increase  the 
threshold  for  deductibility  of  medical 
expenses  for  those  same  senior  citizens 
without  applying  1  penny  toward  the 
deficit. 

Where  is  the  fiscal  integrity  to 
which  both  political  parties  have  long 
adhered?  Where  are  those  who  claim 
to  be  pay-as-you-go  Democrats  or  Re- 
publicans and  have  given  lip  service  to 
their  concern  over  the  gigantic  deficit 
we  face? 

This  proposal  decreases  the  deficit 
by  $11  billion  this  next  fiscal  year,  but 
after  that  it  increases  the  deficit  some- 
where between  $17  and  $22  billion  a 
year.  And  that  is  just  a  starter. 

By  eliminating  many  of  the  sources 
for  increased  revenue  in  years  to 
come— because  it  eliminates  many  ex- 
emptions—we will  make  it  much  more 
difficult  to  achieve  the  revenue  needed 
to  reduce  the  deficit  in  future  years. 

We  all  know  the  deficit  is  our  No.  1 
problem,  and  when  we  pass  this  pro- 
posal, and  I  understand  that  we  will, 
we  are  choosing  to  ignore  our  most 
pressing  problem.  History  will  not 
judge  us  kindly  for  that  massive  error, 
for  our  lack  of  good  sense. 

Beyond  the  obviou.s  smd  comprehen- 
sive mistake  of  ignoring  our  obligation 
to  deal  with  the  deficit,  there  are 
other  things  wrong  with  the  bill  we 
are  about  to  pass  into  law. 

RETROACTIVITY  IS  WRONG 

We  all  take  great  pride  in  our  coun- 
try. We  have  all  said  you  could  trust 
the  word  of  Uncle  Sam.  But  can  we? 
Thousands  of  people  made  invest- 
ments trusting  that  what  the  law  said 
the  law  meant.  But  apparently  this 
bill  is  an  exception  to  that  rule.  In  the 
section  dealing  with  real  property  and 
the  passive  loss  provision  we  break 
faith  by  applying  a  law  retroactively. 


This  is  tantamount  to  saying  that  a 
Government  bond  is  worth  $1,000,  sell- 
ing it  and  then  declaring  that  its 
worth  is  really  only  $700. 

The  special  tax  breaks  for  commer- 
cial real  estate  construction  were  not 
wise.  But  is  it  right  to  tell  people  one 
day  that  if  you  make  such  an  invest- 
ment we  will  give  you  special  tax 
breaks  and  then  a  short  time  later  say, 
"Sorry,  we  were  only  fooling.  We  take 
this  tax  break  back." 

Foolish  as  it  was,  when  we  make  a 
commitment  we  should  stick  to  it,  but 
take  away  the  exemption  for  all  future 
investments  of  that  type. 

Yes,  this  change  will  bring  us  dol- 
lars, but  it  also  brings  a  lowering  of 
confidence  in  any  future  incentives 
our  Government  may  provide.  And 
that  will  be  costly  in  the  long  run. 

PROGRESSIVITY  REPEALED 

For  decades  the  fundamental  princi- 
ple of  the  American  system  of  tax- 
ation held  that  those  who  make  more 
pay  more,  not  only  in  amount  but  rate. 
The  concept  of  taxation  based  on  abil- 
ity to  pay  was  battered  by  lots  of  loop- 
holes over  the  years.  Until  today  we 
have  at  least  adhered  to  the  philo- 
sophical principle  of  a  progressive  tax 
system.  Now  we  are  reversing  that  and 
the  person  who  makes  $300,000  per 
year  is  taxed  at  essentially  the  same 
marginal  rate  as  the  person  who 
makes  $30,000  per  year.  One  of  this 
Nation's  top  executives  told  me  that  if 
this  measure  passes  he  will  receive  a 
tax  break  of  about  $250,000  a  year— 
but  he  told  me  that  to  give  it  to  him 
does  not  make  sense  when  the  country 
has  a  $200  billion  deficit.  He  is  right. 
It  also  does  not  make  sense  to  give  it 
to  him  when  we  will  be  at  the  same 
time  raising  the  taxes  on  millions  of 
middle-income  Americans.  Is  that  fair? 
Since  I  have  been  in  Congress  I  have 
seen  the  top  rate  drop  from  70  percent 
to  28  percent.  Have  we  such  huge  sur- 
pluses in  our  Treasury  that  we  can 
afford  that?  And  is  it  fair?  I  am  still 
old-fashioned  enough  to  believe  in  bal- 
anced budgets  and  progressive  tax 
structures  and  this  proposal  attacks 
both.  Make  no  mistake  about  it,  far 
too  large  a  portion  of  the  benefits  of 
this  bill  pile  up  at  the  very  top  of  our 
income  structure.  One-half  of  one  per- 
cent of  the  people— the  very  wealthy- 
get  16  percent  of  all  the  benefits  of 
this  bill,  as  it  emerged  from  the 
Senate,  and  while  in  conference,  it  ap- 
parently was  improved  slightly.  But, 
the  deferential  treatment  of  this  Na- 
tion's wealthiest  citizens  is  not  wise 
economically  and  not  wise  from  the 
viewpoint  of  achieving  a  healthy  socie- 
ty. The  disparity  between  the  wealthy 
and  the  poor  is  growing  and  anyone 
who  does  not  recognize  that  as  a  por- 
tent of  problems  to  come  has  not  read 
history.  The  difference  between  the 
top  10  percent  of  our  population  and 
the  bottom  10  is  now  roughly  14  to  1, 
higher  than  any  western  industrialized 


democracy  other  than  France.  In  West 
Germany  it  is  5  to  1.  In  Japan,  less 
than  that.  Does  anyone  seriously  be- 
lieve that  a  tax  bill  that  increases  this 
disparity  in  our  society  is  good  for  us 
in  the  long  run? 

INVESTMENTS  AND  JOBS 

Taken  as  a  whole,  this  bill  consti- 
tutes a  mighty  impetus  away  from 
manufacturing  toward  services  and  in- 
formation. Mark  Twain  commented 
with  great  insight  when  he  expressed 
his  doubts  about  any  society  which 
tried  to  make  its  living  by  taking  in 
each  other's  wash.  We  must  maintain 
and  improve  our  industrial  and  manu- 
facturing base.  It  is  important  for  jobs 
and  indispensable  to  our  national  secu- 
rity. Mark  Bloomfield,  president  of 
the  American  Council  for  Capital  For- 
mation, in  describing  this  bill  said  it- 
creates  "one  of  the  most  anti-invest- 
ment tax  systems  in  the  world."  At  a 
time  when  the  world  is  getting  more 
and  more  competitive  economically 
and  the  competition  for  trade  and  jobs 
is  getting  tougher,  why  .is  the  United 
States  embarking  on  a  course  of  tax- 
ation which  will  make  American  indus- 
try less  competitive,  less  modernized, 
and  more  starved  for  capital  invest- 
ment to  improve  itself? 

Let's  not  delude  ourselves.  A  decline 
in  manufacturing  results  in  increased 
unemployment.  More  jobs  are  lost  as 
we  become  less  competitive  in  the 
world  market.  Richard  Rahn,  vice 
president  and  chief  economist  of  the 
U.S.  Chamber  of  Commerce,  said  of 
this  bill  "It  clearly  discriminates 
against  manufacturing."  I  agree,  and  I 
say  that  as  one  who  has  been  highly 
critical  of  the  failure  to  have  a  sensi- 
ble minimum  tax  for  corporations.  I 
want  corporations  to  pay  their  fair 
share,  but  I  do  not  want  to  discourage 
the  manufacturing  base  of  this  coun- 
try. ' 

Perhaps  the  most  incisive  critique 
comes  from  Robert  Nathan,  one  of  the 
most  respected  economists  in  this 
country  and  the  world.  I  cited  his  op- 
position when  we  debated  the  Senate 
version  of  tax  reform.  His  statement  in 
a  letter  to  our  colleague,  Carl  Levin, 
is  so  direct  and  to  the  point,  it  bears 
repeating.  He  said,  "The  huge  shift 
from  individual  to  corporate  income 
tax  incidence  occurs  at  a  time  when  we 
desperately  need  much  more  invest- 
ment in  modern  and  efficient  capital 
facilities.  In  my  judgment  higher  rates 
on  corporate  profits,  along  with  care- 
fully targeted  and  strictly  monitored 
incentives,  would  be  more  stimulative 
to  private  productive  investment  than 
lower  rates  with  no  incentives." 

I  will  not  defend  all  the  investment 
tax  credit  breaks  which  were  put  into 
the  code  in  1981.  I  voted  against  that 
tax  bill  because  it  swung  too  far  in  one 
direction.  The  drastic  remedy  we  have 
before  us  today  swings  equally  too  far 
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in  the  other  direction.  And  it  will  cost 
us  jobs,  lots  of  them. 

The  reduction  on  tax  credit  for  re- 
search and  development  for  businesses 
from  25  percent  to  20  percent  moves  in 
exactly  the  wrong  direction.  We  are  al- 
ready slipping  compared  to  Japan  and 
West  Germany  and  some  other  coun- 
tries. Does  anyone  really  believe  that 
we  can  become  more  competitive  in  to- 
morrow's world  and  preserve  American 
jobs  by  spending  less  money  on  re- 
search? 

DAMAGE  TO  FARMERS 

It  is  hardly  surprising  that  the  al- 
ready hard-pressed  agricultural  sector 
is  rising  up  in  opposition  to  this  pro- 
posal that  hits  farming  as  it  does 
other  manufacturers  of  concrete 
goods.  Crocodile  tears  of  sadness  over 
the  plight  of  the  farmers,  while  we  cut 
away  at  their  opportunity  to  earn 
through  greater  investment,  should 
fool  no  one.  Farmers  are  among  the 
people  hurt. 

DAMAGE  TO  HIGHER  EDUCATION 

We  are  hearing  the  united  voice  of 
higher  education.  One  institution 
president  after  another  is  speaking  out 
against  provisions  of  this  bill.  Contri- 
butions to  institutions  of  higher  edu- 
cation, especially  private  universities 
but  public  institutions  also,  are  pre- 
dicted to  plummet.  This  is  no  time  to 
add  to  the  burdens  of  our  colleges  and 
universities.  We  have  reduced  some 
services  to  our  academic  community. 
and  our  student  assistance  programs 
have  not  kept  pace  with  the  growth  in 
student  fees.  The  net  result  is  that 
hundreds  of  thousands  of  young 
people  cannot  go  to  college,  or  feel 
they  caruiot.  And  now.  through  this 
tax  bill,  we  compound  the  problem. 
We  deny  university  officials  the  oppor- 
tunity to  make  up  for  inadequate  Fed- 
eral support  through  increased  private 
contributions.  This  bill  will  significant- 
ly reduce  the  donor  incentive  to  give, 
and  probably  sul)stantially  reduce  con- 
tributions. 

The  result  of  this  tax  bill  will  in- 
crease the  ranks  of  nonitemizers  sub- 
stantially and  reduce  that  category  of 
donor.  The  person  who  wishes  to 
donate  property  which  has  appreciat- 
ed value,  such  as  stocks  and  bonds,  can 
no  longer  claim  current  market  value 
of  those  gifts  as  a  tax  deduction. 

Compounding  this  problem  is  the  re- 
ality that  this  Nation  is  already  doing 
too  little  to  encourage  those  of  limited 
income  to  go  to  college  and  particular- 
ly—with great  long-run  damage  to  the 
country— we  have  too  few  really  able 
Americans  going  on  to  graduate  school 
in  many  fields.  This  tax  bill  will  make 
that  even  worse.  Scholarships  and  fel- 
lowships are  now  to  be  taxable.  Feder- 
al grants  to  low  income  students, 
which  often  cover  more  than  tuition 
and  books,  will  be  taxed  for  any 
amount  above  the  tuition  and  book  ex- 
penses. Limits  on  authority  for  private 
institutions  to  issue  tax-exempt  bonds 


will  certainly  impact  the  bricks  and 
mortar  side  of  higher  education.  These 
are  among  the  multi-faceted  assaults 
this  bill  makes  on  higher  education. 

At  a  time  when  there  are  already 
pressures  on  colleges  and  universities 
to  lower  standards,  to  provide  less 
quality  in  education  rather  than  more 
quality,  this  tax  measure  will  add  to 
the  pressures  to  have  less  quality. 
Reduce  the  resources  of  these  institu- 
tions and  you  will  find  fewer  new 
books  in  the  library,  fewer  pay  raises 
for  faculty.  And  that  course  in  Japa- 
nese that  will  help  trade  relations  with 
Japan  in  the  long  term,  but  only  at- 
tracts six  students,  will  be  quietly 
dropped. 

In  the  name  of  "tax  reform"  we  are 
buying  lower  quality  in  higher  educa- 
tion. It  will  not  be  visible.  The  library 
will  look  the  same.  There  will  be  no 
headlines  because  a  course  in  Japanese 
is  not  taught.  And  the  faculty  member 
who  quietly  leaves  the  campus  for  an- 
other field  will  be  replaced  by  some- 
one slightly  less  talented,  but  the 
alumni  association  or  board  of  trustees 
will  have  a  hard  time  measuring  the 
loss. 

We  have  heard  the  voices  of  the  uni- 
versities. Every  Senator's  office  has 
undoubtedly  heard  from  the  American 
Council  on  Education,  the  National 
Association  of  Independent  Colleges 
and  Universities,  the  Association  of 
American  Universities,  and  the  Ameri- 
can Association  of  University  Profes- 
sors. The  next  voices  we  will  hear  will 
be  the  parents  of  college  students  la- 
menting the  rise  in  tuition  and  costs 
associated  with  getting  a  college  edu- 
cation for  their  children.  And  we  will 
hear  the  voices  of  the  men  and  women 
who  will  be  denied  an  education  be- 
cause they  aren't  wealthy  enough  to 
pay  for  it.  When  we  make  it  harder  for 
people  to  get  the  education  they  want 
because  they  haven't  the  personal 
means  to  pay  for  it,  when  we  cause  a 
decline  in  the  quality  of  higher  educa- 
tion, we  are  only  hurting  ourselves  and 
the  future  of  this  Nation. 

I  am  also  concerned  about  this  bill's 
effect  on  cultural  institutions  such  as 
museums,  symphony  orchestras,  thea- 
ters, and  opera  companies.  The  non- 
itemizer  deduction  and  the  deduction 
for  gifts  of  appreciated  property  are 
important  to  these  organizations  that 
enrich  our  lives.  When  I  served  in  the 
House,  I  chaired  the  subcommittee 
with  authorizing  jurisdiction  over  the 
National  Endowment  for  the  Arts,  the 
National  Endowment  for  the  Human- 
ities, and  the  Institute  of  Museum 
Services,  and  I  now  serve  on  the 
Senate  authorizing  committee.  I  know 
firsthand  how  dependent  museums 
and  other  arts  and  humanities  organi- 
zations are  on  support  from  the  pri- 
vate sector.  This  bill  may  jeopardize 
the  ability  of  the  Endowment's  grant- 
ees to  meet  the  matching  require- 
ments of  such  grants.  Certain  kinds  of 


gifts  of  appreciated  property,  for  in- 
stance, may  be  used  to  match  Chal- 
lenge grants.  Cultural  institutions 
which  do  not  receive  grants  from  NEA, 
NEH,  and  IMS  are  even  more  depend- 
ent on  private  giving  and  may  be  hurt 
even  more  by  the  reduction  in  tax  in- 
centives for  charitable  giving. 

ASSAULT  ON  RENTERS 

This  bill  makes  such  a  pronounced 
attack  on  financing  the  construction 
of  rental  housing  that  there  can  be 
only  one  result.  Over  the  next  5  years 
there  will  be  a  dwindling  supply  of 
new  rental  units  available.  Rents  will 
go  up.  And  they  will  go  up  dramatical- 
ly. The  former  chairman  of  the  Presi- 
dent's Council  of  Economic  Advisers, 
Murray  Weidenbaum,  has  written  that 
the  passage  of  this  measure  will  in- 
crease rents  at  least  10  to  15  percent 
over  the  next  3  years— far  more  for 
most  renters  than  any  breaks  they  will 
receive  in  the  tax  bill. 

REDUCTION  IN  THE  RATE  OF  SAVINGS 

The  United  States  has  for  some 
years  lagged  seriously  behind  our 
international  competitors  in  our  rate 
of  savings.  A  few  years  ago  we  recog- 
nized this  and  some  small  steps  were 
taken  to  fashion  a  remedy.  One  of  the 
means  used  was  to  create  an  Individ- 
ual Retirement  Account.  We  gave 
people  a  tax  break  to  encourage  sav- 
ings. The  IRA's  were  getting  into  full 
stride.  They  were  starting  to  work  and 
we  were  saving  more.  Despite  the  need 
for  greater  savings  in  order  to  have 
the  capital  to  invest  in  the  future  of 
this  country,  we  turn  our  backs  on  a 
large  portion  of  this  incentive  and  dra- 
matically reduce  the  number  of  pro- 
spective users  of  the  IRA. 

Many  of  the  letters  I  receive  are 
from  people  who  have  inadequate  pen- 
sion plans.  They  had  started  a  system- 
atic savings  through  IRA's  so  they 
could  face  a  more  secure  retirement. 
Now  we  are  discouraging  their  efforts 
to  help  themselves. 

A  BASIC  UNFAIRNESS 

Much  ado  has  been  .made  about  the 
supposed  fairness  of  the  bill  before  us. 
But  our  Federal  employee  who  is  near 
retirement  can  tell  you  how  fair  this 
bill  is.  Not  only  does  it  reverse  the 
long-standing  "three  year  basis  recov- 
ery rule"  but  it  makes  the  effective 
date  retroactive.  Not  fair  by  any  stand- 
ard. 

I  urge  the  supporters  of  the  bill  to 
try  the  fairness  argument  on  the 
senior  citizen  who  can  no  longer 
deduct  significant  medical  expenses  if 
they  are  less  than  7.5  percent  of 
income.  The  threshold  for  deduction 
has  been  increased  to  that  percentage. 
Add  to  that  the  elimination  of  the 
second  personal  exernption— another 
blow  to  those  senior  citizens  who  are 
already  struggling  to  get  by. 

For  years  we  penalized  married  cou- 
ples by  an  anomaly  in  the  Tax  Code 
which  levied  a  heavier  tax  on  a  work- 
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ing married  couple  than  on  two  single 
people  with  the  same  income.  Then  we 
eliminated  the  so-called  "marriage 
penalty."  This  bill  reverts  to  the  old 
ways  and  the  "marriage  penalty"  now 
returns.  Another  example  of  just  how 
"fair"  this  bill  is. 

Most  of  us  in  this  chamber  will  get  a 
break  from  this  bill.  President  Reagan 
gets  a  break  from  this  bill.  The  Los 
Angeles  Times  reports  that  according 
to  the  Washington  office  of  Touche, 
Ross  &  Co.,  the  President  will  save  an 
estimated  $14,700  next  year.  Once  the 
bill  takes  full  effect,  the  President 
stands  to  gain  even  more,  saving  an  es- 
timated $30,671  or  25.2  percent  of  his 
1985  tax  payment,  assuming  that  his 
income  and  expenses  remain  the  same 
through  1988.  By  contrast,  according 
to  one  major  news  magazine,  one-third 
of  those  with  incomes  between  $30,000 
and  $40,000  will  receive  tax  increases 
and  one-sixth  of  those  with  income 
below  $10,000  a  year  will  receive  tax 
increases.  Senior  citizens  aren't  get- 
ting a  break  when  it  comes  to  medical 
deductions.  Pe'deral  employees  who 
have  been  loyal  workers  for  years 
aren't  getting  a  break  when  they  ret- 
roactively lose  the  benefits  of  the  3- 
year  recovery  rule.  Low  income  stu- 
dents aren't  getting  a  break.  Unem- 
ployed workers  who  will  now  have  to 
pay  taxes  on  their  unemployment 
compensation  aren't  getting  a  break. 
Married,  two  income,  couples  aren't 
getting  a  break.  And  one  third  of 
middle  income  Americans  will  end  up 
paying  more.  Ask  them  how  fair  this 
bill  is. 

LOWER  RATES  VERSUS  LOOPHOLES 

A  few  years  ago  I  listened  carefully 
to  the  arguments  of  those  who  wanted 
to  reduce  rates  from  70  percent  to  50 
percent.  They  were  convinced  that  if 
the  rates  were  reduced  more  loopholes 
could  be  closed  and  we  would  have  a 
better  Tax  Code.  I  did  not  agree.  I 
voted  against  the  proposal.  But  the 
bill  was  passed  and  the  rates  were  cut. 
The  loopholes  remained  and  multi- 
plied. The  assumption  that  the  pres- 
sure for  exemptions  in  the  Tax  Code 
will  diminish  as  the  tax  rate  goes  down 
is  not  borne  out  by  history.  The  pres- 
sures for  these  tax  exemptions  is  as 
great  today  when  the  rates  are  50  per- 
cent as  they  were  when  the  top  rate 
was  70  percent  or  when  top  rate  was 
90  percent.  And  those  pressures  will 
continue  unabated  at  28  percent. 

Now  we  are  doing  a  rerun.  We  have 
different  numbers  but  the  same  princi- 
ples are  involved.  The  same  argu- 
ments. The  same  folly.  The  grand 
tradeoff  in  this  bill  is  a  lowering  of  the 
rates  in  exchange  for  closing  loop- 
holes. I  predict  that  within  5  years 
most  of  the  loopholes  will  return.  One 
group  after  another  has  already  an- 
nounced that  they  will  come  to  Con- 
gress next  year  to  make  their  case  for 
change.  We  will  hear  some  powerful 
arguments  and  they  will  be  believed. 


The  loopholes  will  return,  if  not  next 
year  then  the  following  year  or  the 
one  after  that.  When  they  do,  how  will 
we  pay  the  bills?  If  we  can't  balance 
the  budget  at  the  present  rates  of  tax- 
ation, how  are  we  going  to  do  it  with 
lower  rates? 

As  a  pay-as-you-go  Senator,  I  have 
no  illusions  about  this  bill.  We  will  col- 
lect less  revenue.  We  will  run  up  more 
debt.  And  we  will  pass  that  debt 
burden  on  to  our  children  and  our 
grandchildren.  That  is  irresponsible. 

What  will  be  the  impact  of  this 
measure  over  the  long  haul,  over  a  10- 
year  period?  Those  who  support  it  say 
it  will  help,  that  service  jobs  will  be 
created  where  manufacturing  jobs 
fade,  that  our  economy  will  beocme 
more  efficient.  But  the  reality  is  they 
cannot  be  sure,  just  as  I  cannot  be  ab- 
solutely sure  they  are  wrong.  But  the 
unanswered  question:  Why  take  this 
huge  gamble  with  our  economy? 

We  know  some  modest  changes  will 
help.  Why  not  make  those  instead  of 
playing  high  stakes  poker  with  the 
future  of  this  nation's  economy  by 
passing  a  measure  that  is  not  carefully 
planned  and  considered? 

As  this  measure  has  moved  ahead, 
the  stock  market  has  dropped. 

When  we  were  first  tackling  the  def- 
icit with  the  Gramm-Rudman-Hollings 
bill  the  stock  market  increased  dra- 
matically. 

Is  there  no  connection  between 
these  realities?  Can  we  learn  some- 
thing from  the  stock  market? 

We  can,  but  apparently  we  will  not. 

As  I  look  at  our  sluggish  economy  I 
marvel  at  the  number  of  my  col- 
leagues who  are  willing  to  gamble  on 
slowing  it  down  further.  The  net 
effect  of  this  bill  will  be  to  reduce  eco- 
nomic activity  and  growth  at  a  time 
when  we  should  be  doing  the  opposite. 

Mr.  President,  the  rush  to  what  I  be- 
lieve is  a  rash  judgment  will  not  be  be 
slowed  by  anything  I  say  here,  but 
when  we  see,  as  I  believe  we  will,  the 
product  of  our  folly  I  want  the  record 
to  show  that  I  did  not  vote  for  it. 
There  is,  there  must  be,  a  better  way 
than  the  path  we  are  about  to  choose. 

Mr.  ABDNOR.  Mr.  President,  I  wish 
to  compliment  the  distinguished  chair- 
man of  the  Finance  Committee,  Sena- 
tor Packwood,  and  the  Senate  confer- 
ees for  their  efforts  toward  shaping  a 
tax  bill  which  is  consistent  with  the 
goals  which  have  driven  this  effort 
since  its  inception  months  ago.  Ever 
since  the  President  first  introduced  his 
blueprint  for  tax  reform,  I've  been 
skeptical  of  its  future.  So  I  commend 
my  colleagues  Senators  Packwood  and 
Long  for  their  hard  fight  and  tenacity 
in  guiding  a  broad-based  measure  such 
as  this  through  the  institutional  and 
political  channels  necessary  to  get 
where  we  are  today. 

For  years,  I've  been  fighting  for  a  so- 
lution to  the  abuses  which  exist  in  the 
Tax  Code  as  it  affects  agriculture.  As 


many  of  my  colleagues  know,  I've  in- 
troduced legislation  in  the  last  two  ses- 
sions of  Congress  which  would  correct 
these  abuses  and  have  even  had  the 
Senate  support  my  concept  in  the 
form  of  a  nonbinding  resolution.  Not- 
withstanding that  resolution,  my  pleas 
for  a  binding  solution  had  gone  un- 
heeded. The  buck  finally  stopped 
when  this  bill  hit  the  Senate  Finance 
Committee. 

It's  for  this  reason  that  I  commend 
my  distinguished  colleague.  Chairman 
Packwood,  for  his  keen  insight  in  ad- 
dressing this  issue  in  his  bill  and  for 
retaining  the  Senate  language  in  con- 
ference. A  solution  to  this  problem 
was  long  overdue,  a  solution  I  believe 
is  provided  for  in  the  conference 
report  to  H.R.  3838. 

For  far  too  long,  lax  loss  farmers 
have  harvested  the  Tax  Code,  plowed 
up  fragile  lands  and  added  to  the  farm 
sector's  overproduction  problems.  My 
goal  has  been  to  return  farming  to 
those  who  are  interested  in  farming 
for  a  profit  rather  than  for  a  loss.  By 
that,  I  mean  bonafide,  full-time,  com- 
mercial-sized farms  will  be  treated 
fairly  and  not  put  at  a  disadvantage  by 
non-farmer  tax  sheltering.  The  confer- 
ence bill  helps  me  realize  that  goal. 

Critics  have  argued  that  including 
this  concept  in  the  Tax  Code  will 
eliminate  investment  in  agriculture.  I 
won't  argue  that  it  will  eliminate  de- 
structive investment.  But  it  will  not 
wipe  out  legitimate  investment  in  agri- 
culture. Anyone  can  still  invest  in 
farming  and  take  full  deductions,  so 
long  as  they  are  in  farming  to  make  a 
profit,  not  a  loss.  Those  who  have  dirt 
under  their  fingernails  will  be  allowed 
full  deductions,  those  who  don't  won't. 
It's  as  simple  as  that. 

Mr.  President,  in  addition  to  doing 
away  with  agricultural  tax  shelters, 
there  are  other  reasons  to  reform  the 
Tax  Code,  many  of  which  have  been 
addressed  in  H.R.  3838.  For  far  too 
long,  our  Tax  Code  has  been  riddled 
with  loopholes  allowing  a  select  few  to 
avoid  tax  liability  at  the  expense  of 
the  many.  I  believe  lowered  rates  in 
exchange  for  eliminated  deductions  is 
a  tradeoff  every  one  of  these  hard- 
working Americans  would  choose  to 
accept.  For  that  reason,  I'm  very 
happy  with  the  drastic  rate  reductions 
adopted  by  the  conference  committee. 

The  second  observation,  I  would  like 
to  make  is  that  there  is  something 
fundamentally  wrong  with  a  Tax  Code 
which  encourages  investors  to  make 
investments  in  order  to  lose  money 
rather  than  make  it.  Restoring  invest- 
ment decisions  to  a  plane  where 
they're  based  on  economic  substance 
rather  than  tax-motivated  legalese  has 
been  a  long  time  coming.  In  my  opin- 
ion, this  bill  goes  a  long  way  toward 
addressing  this  inconsistency. 

Despite  my  support  for  certain  of 
the  conference  committee  provisions,  I 
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regret  that  my  support  for  the  bill 
overall  has  waned  as  it  has  progressed 
through  the  legislative  process.  I  was 
happy  to  support  the  Senate-passed 
bill.  Regrettably,  that  legislation  has 
been  substitutively  altered  by  the  con- 
ference committee.  In  my  opinion,  this 
legislation  has  markedly  regressed 
from  the  Senate-passed  version. 

For  example.  Senators  Gramm, 
Gorton,  and  Evans  and  I  worked  dili- 
gently on  the  Senate  floor  to  restore 
at  least  a  portion  of  the  deduction  for 
State  sales  taxes,  with  the  assurance 
that  full  deductibility  would  be  sought 
for  in  conference.  I'm  sorry  to  say  that 
the  conference  committee  struck  even 
partial  deductibility  from  their  bill. 

The  average  sales  tax  deduction  for 
South  Dakota's  itemizing  taxpayers  in 
1985  amounted  to  $505.  Mr.  President, 
I  believe  it  is  patently  unfair  to  de- 
prive taxpayers  in  States  with  no 
State  income  tax  of  the  deduction  for 
State  sales  taxes.  Aside  from  the  eco- 
nomic impact  of  this  change,  there  is  a 
principle  involved  here.  Disallowing  a 
deduction  for  State  sales  taxes  while 
continuing  to  allow  the  deduction  for 
State  income  taxes  amounts  to  Uncle 
Sam  instructing  the  State  to  change 
the  manner  in  which  it  raises  revenue. 
In  the  interest  of  protecting  my  Gov- 
ernor, State  legislature,  and  people,  I 
cannot  support  such  a  provision. 

In  addition,  on  the  Senate  floor,  we 
were  successful  in  restoring  income 
averaging  for  farmers,  a  very  popular 
provision  for  many  South  Dakota 
farm  operators  whose  incomes  fluctu- 
ate wildly  from  year  to  year.  This 
amendment  was  also  lost  in  confer- 
ence. 

Moreover,  one  of  the  fundamental 
principles  of  tax  revision  is  that  indi- 
viduals should  not  be  retroactively 
harmed  by  future  changes  in  the  Tax 
Code.  That  principle  has  been  violated 
in  this  bill. 

In  the  weeks  since  Senate  passage  of 
the  bill,  I  have  been  literally  over- 
whelmed by  the  number  of  disgruntled 
farmers  and  small  businessmen.  They 
are  disgruntled  not  because  Congress 
has  chosen  to  repeal  the  investment 
tax  credit,  but  because  we  have  chosen 
to  do  so  retroactively.  I  believe  this 
body  grossly  underestimated  the 
number  of  individuals  who  would  be 
caught  in  the  window  between  Janu- 
ary 1.  1986  and  passage  of  the  Senate 
bill.  This  bill  changes  the  rules  in  the 
middle  of  the  game.  This  is  unfair. 

Mr.  President,  I  recognize  the  di- 
verse interests  the  managers  of  this 
bill  had  to  accommodate  in  formulat- 
ing the  product  that  is  before  us 
today.  Moreover,  I  respect  the  artful 
maimer  in  which  the  chairman  and 
ranking  member  have  delicately  bal- 
anced the  various  points  of  view  with 
regard  to  this  bill.  I  have  the  utmost 
respect  for  the  managers  of  this  bill. 
They  have  persevered  against  great 
odds  and  breathed  new  life  into  this 


initiative  on  more  than  occasion.  They 
deserve  tremendous  credit  for  their  ef- 
forts. 

Despite  my  great  respect  for  the 
work  that  has  gone  into  this  effort,  I 
must  oppose  the  legislation.  The  chair- 
man himself  has  stated  that  we  all 
have  to  carry  the  water  for  our  respec- 
tive States.  Along  with  members  of  my 
staff,  I  spent  almost  a  month  traveling 
in  South  Dakota  during  the  August 
recess.  During  that  time.  I  received  a 
great  deal  of  feedback  concerning  tax 
reform.  The  overwhelming  consensus 
perception  was  that  the  conference 
bill  would  adversely  impact  the  South 
Dakota  taxpayer. 

I  thank  the  Chair. 

Mr.  HELMS.  Mr.  President,  the 
record  is  clear  that  the  distinguished 
chairman  of  the  Finance  Committee, 
Mr.  Packwood,  has  done  extraordinar- 
ily effective  work  in  producing  a  tax 
reform  bill.  In  June,  he  brought  to  the 
Senate  floor  a  bill  that  contained  the 
lowest  tax  rates  in  50  years.  It  wasn't 
perfect— there  were  numerous  provi- 
sions with  which  I  disagreed— but  it 
was  a  remarkable  effort,  and  I  was 
convinced  that  it  would  have  been 
good  for  our  economy. 

But  today  we  are  faced  with  an  up- 
or-down  vote  on  a  conference  report 
significantly  different  from  the  tax 
bill  approved  by  the  Senate.  I  regret 
that  it  has  been  transformed  into  a 
version  which  for  several  reasons  I 
simply  cannot  support. 

Mr.  President,  I  agree  substantially 
with  the  direction  in  which  this  tax 
bill  moves.  It  dramatically  lowers  indi- 
vidual and  corporate  tax  rates  while 
eliminating  special  tax  breaks  across 
the  board.  Those  are  much  needed  re- 
forms. However,  I'm  concerned  that 
most  of  the  changes  made  by  the  con- 
ference committee  were  not  made  in 
the  name  of  wise  tax  policy;  rather, 
they  were  made  because  of  the  need  to 
raise  revenue  in  order  to  keep  the  bill 
revenue  neutral.  These  changes  shift- 
ed $120  billion  of  the  tax  burden  to 
the  country's  business  sector  over  the 
next  5  years.  After  studying  the  vari- 
ous analyses  of  the  bill,  I'm  convinced 
that  such  drastic  shift  of  the  tax 
burden  to  the  business  sector  will  have 
a  negative  effect  on  our  economy,  an 
inflationary  impact  on  our  trade  defi- 
cit, and  eliminate  any  chance  of  our 
meeting  the  deficit  targets  under 
Gramm-Rudman-Hollings. 

Last  week  the  Senate  proved  once 
again  how  difficult  it  is  for  this  body 
to  make  any  real  reductions  in  Fedend 
spending.  We  passed  a  reconciliation 
bill  which  purportedly  will  save  $13.3 
billion  next  year.  But  that  bill  con- 
tained very  few,  if  any,  of  the  real 
spending  reductions  that  must  ulti- 
mately be  made  if  Congress  is  serious 
about  meeting  the  Granun-Rudman 
targets  in  future  years.  Even  if  this 
tax  bill  is  not  given  final  approval,  and 
even  if  the  economy  picks  up,  it  will 


nevertheless  be  a  tremendously  diffi- 
cult task  to  reach  the  deficit  target  of 
$108  billion  in  1988.  If.  as  projected, 
this  bill  loses  $17  billion  in  1988  and 
$15  billion  in  1989,  and  we  have  no  ex- 
ceptionally strong  offsetting  stimulus 
to  the  economy,  all  realistic  hope  of 
complying  with  the  Gramm-Rudman 
targets  will  be  lost. 

UNCERTAINTY  OVER  REVENUE  ESTIMATES 

Mr.  President,  the  Joint  Tax  Com- 
mittee probably  has  as  fine  a  staff  as 
any  committee  on  Capitol  Hill.  But 
even  our  top  economists  differ  on  the 
direction  our  economy  will  turn  in  the 
short  haul.  Given  that  uncertainty, 
plus  the  inherent  problems  with  esti- 
mating how  massive  tax  changes  will 
affect  the  economy,  scant  hope  exists 
that  this  bill  is,  in  fact,  revenue  neu- 
tral. 

In  addition,  there  are  particular  as- 
pects of  the  estimate  which  concern 
me.  For  example,  the  committee 
projects  that  the  bill  will  pick  up  $25 
to  $30  billion  over  5  years  through  the 
elimination  of  the  capital  gains  differ- 
ential. Martin  Feldstein,  former  White 
House  economist,  projects  that  the 
change  will  actually  lose  revenue.  One 
does  not  need  to  be  an  economist  to 
perceive  that  Mr.  Feldstein  is  closer  to 
the  mark. 

In  1981,  when  we  reduced  the  capital 
gains  rate  from  28  percent  to  20  per- 
cent, we  actually  gained  revenue  be- 
cause of  the  increased  number  of 
transactions.  It  is  not  logical  to  accept 
the  notion  that  we  can  now  jack  the 
rate  back  up  and  expect  to  increase 
revenue  again. 

Mt.  President,  if  we  do  begin  losing 
revenue  over  the  next  several  years,  it 
is  already  clear  what  some  in  Congress 
will  attempt  to  do:  Begin  raising  the 
rates.  While  I  welcome  the  significant- 
ly lower  rates  contained  in  the  bill,  I 
fear  that  they  may  be  short  lived— per- 
haps not  while  President  Reagan  is  in 
office,  but  I'm  not  so  sure  under  a  sub- 
sequent administration. 

EFFECT  ON  ECONOMY 

Mr.  President,  in  addition  to  the 
very  real  possibility  that  the  bill  itself 
will  lose  revenue,  I  am  gravely  con- 
cerned about  the  negative  effect  it  will 
have  on  our  economy.  The  analyses  I 
have  read  agree  on  one  point— that 
the  repeal  of  the  investment  tax 
credit,  the  elimination  of  the  acceler- 
ated depreciation  system  and  the  re- 
moval of  the  capital  gains  differential 
will  reduce  the  incentive  for  compa- 
nies to  invest.  These  changes  will  also 
retard  the  economic  recovery  in  the 
agricultural  sector  and  make  it  more 
difficult  for  many  farmers  to  survive. 

At  a  time  when  economists  can't 
even  agree  on  which  way  our  economy 
will  turn  in  the  near  future,  it  seems 
unwise  to  eliminate  these  important 
investment  stimuli  at  once.  This  is 
bound  to  have  a  negative  effect  on 
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economic  growth,  which  will,  in  turn, 
further  reduce  Federal  revenue. 

EITECT  ON  TRADE  DEFICIT 

Mr.  President,  to  pay  for  their  added 
tax  burden,  businesses,  large  and 
small,  will  be  forced  to  raise  prices. 
This  will  obviously  make  our  markets 
even  more  receptive  to  imported  goods 
and  make  our  manufacturers  and 
farmers  less  competitive  in  interna- 
tional markets.  I've  seen  estimates 
that  the  trade  deficit  could  reach  $170 
billion  this  year,  despite  the  recent  de- 
crease in  the  value  of  the  dollar.  If 
you  think  a  protectionist  sentiment  is 
growing  in  Congress  now,  just  wait 
until  the  trade  deficit  continues  to 
soar  next  year. 

SPECIFIC  PROVISIONS  OP  BILL 

There  are  a  host  of  provisions  in  the 
bill  which  give  me  pause,  such  as  some 
of  the  preference  items  contained  in 
the  alternate  minimum  tax  for  finan- 
cial institutions,  insurance  companies, 
educational  institutions  and  other 
businesses.  One  particular  provision, 
elimination  of  the  loan  loss  reserve  for 
large  banks,  has  been  identified  by 
some  of  my  constituents,  as  well  as  the 
Federal  Deposit  Insurance  Corpora- 
tion, as  the  most  troubling  provision  in 
the  whole  bill.  Ironically,  the  elimina- 
tion of  this  method  comes  at  a  time 
when  regulators  are  encouraging 
banks  to  provide  more  adequately  for 
potential  losses. 

I'll  be  the  first  to  agree  that  we  need 
to  remove  the  incentives  to  invest  in 
tax  shelters.  But  I  also  agree  with  the 
point  that  has  been  made  repeatedly 
on  and  off  this  floor:  it  is  fundamen- 
tally unfair  for  Congress  to  create  an 
investment  incentive  and  later  remove 
that  incentive  retroactively.  I  refer 
both  to  the  application  of  the  passive- 
loss  rules  to  existing  investments  and 
to  the  retroactive  repeal  of  the  invest- 
ment tax  credit.  How  can  we  expect 
the  American  people  to  have  faith  in 
Congress? 

I've  listened  to  the  supporters  of  the 
conference  report  acknowledge  the  se- 
rious defects  in  it,  but  then  say  that 
we  can  "fix"  these  problems.  The  ret- 
roactive provisions  are  most  often 
mentioned  in  this  regard.  Such  state- 
ments border  on  being  disingenuous. 
Provisions  are  repealed  retroactively 
in  order  to  raise  revenue.  To  "fix" 
those  provisions  will  lose  revenue. 
Where,  pray  tell,  will  we  find  the  reve- 
nue in  the  next  several  years  to  make 
up  for  the  revenue  lost  when  we  "fix" 
the  bill.  It  won't  happen,  and  we  all 
know  it. 

In  summary,  Mr.  President,  this  bill 
has  many  positive  features.  Obviously 
its  most  important  virtue  is  the  lower 
tax  rates.  There  are  already  indica- 
tions, though,  that  there  will  be  ef- 
forts immediately  to  raise  the  rates 
once  the  bill  is  enacted.  Furthermore, 
it  doesn't  take  an  economist  to  under- 
stand that  if  consumer  prices  increase. 


any  money  that  individuals  may  save 
on  their  tax  bill  won't  go  very  far. 

Considering  the  state  of  our  econo- 
my, and  the  size  of  our  budget  and 
trade  deficits,  I'm  convinced  that  it 
would  be  unwise  to  enact  tax  legisla- 
tion which  is  almost  certain  to  slow 
economic  growth  in  the  near  term,  ag- 
gravate the  growing  trade  deficit,  and 
reduce,  if  not  eliminate,  our  chances 
of  reducing  the  budget  deficit.  There- 
fore, Mr.  President,  I  cannot  support 
this  conference  report. 

Mr.  THURMOND.  Mr.  President,  I 
rise  today  in  support  of  the  Tax 
Reform  Act  of  1986.  This  historic 
piece  of  legislation  is  the  culmination 
of  a  major  effort  by  Members  of  Con- 
gress to  improve  the  tax  laws  of  this 
Nation.  It  seeks  to  achieve  a  funda- 
mentally fair  tax  system  in  which  tax- 
payers of  equal  income  will  pay  equal 
taxes.  I  believe  that  the  willingness  of 
our  citizens  to  pay  their  taxes  is  based 
on  a  recognition  that  this  is  the  price 
of  good  government.  However,  Ameri- 
cans are  perfectly  justified  in  expect- 
ing that  those  similarly  situated  will 
share  equally  in  the  cost  of  govern- 
ment. I  believe  this  bill  is  a  needed 
step  in  that  direction. 

It  is  clear  that  no  tax  reform  bill  can 
please  all  affected.  Furthermore,  there 
are  certain  areas  in  this  bill  which  I 
cannot  totally  support.  For  example.  I 
am  concerned  about  the  impact  that 
changes  in  the  tax-exempt  bond  area 
will  have  on  State  and  local  financing. 
I  am  concerned  that  the  repeal  of  the 
capital  gains  deduction  will  negatively 
impact  the  timber  industry.  This  legis- 
lation will  cause  the  real  estate  indus- 
try to  undergo  major  restructuring  in 
the  next  few  years.  The  banking  in- 
dustry will  also  have  to  make  major 
adjustments.  Despite  these  concerns, 
it  is  necessary  to  balance  all  the  vari- 
ous positive  and  negative  aspects  of 
this  legislation  and  view  it  in  its  en- 
tirety. As  -a  whole,  in  my  judgment, 
this  bill  merits  my  support. 

In  the  provisions  affecting  the  indi- 
vidual taxpayer,  80  percent  of  Ameri- 
cans will  pay  taxes  in  the  15  percent 
bracket.  A  number  of  important  de- 
ductions have  been  retained  including 
the  deduction  for  mortgage  interest  on 
first  and  second  homes.  State  and 
local  property  taxes.  State  and  local 
income  taxes,  charitable  contributions 
for  those  who  itemize,  and  medical  ex- 
penses exceeding  a  certain  amount. 

I  also  believe  that  the  provisions 
which  apply  to  the  corporate  sector 
will  benefit  the  economy.  First,  the 
maximum  tax  rate  will  be  reduced 
from  46  percent  to  34  percent.  A 
recent  article  in  the  Wall  Street  Jour- 
nal points  out  that  a  reduction  in  cor- 
porate tax  rates  will  attract  new  for- 
eign investments,  and  will  also  reduce 
American  direct  investment  abroad. 
Studies  cited  estimated  that  the  1981- 
82  tax  changes  may  have  increased 
foreign     direct     investment     in     the 


United  States  by  as  much  as  20  per- 
cent a  year,  while  reducing  American 
investments  abroad  by  as  much  as  4 
percent  a  year.  I  believe  American 
companies  should  be  encouraged  to 
invest  in  the  future  of  America,  and  I 
am  optimistic  that  these  provisions 
will  accomplish  such  a  result. 

I  have  previously  expressed  concerns 
about  the  repeal  of  the  20-percent  cap- 
ital gains  rate.  However,  it  is  impor- 
tant to  put  the  new  28-percent  rate 
into  historical  perspective.  It  is  worth 
noting  that  the  top  rate  on  long-term 
capital  gains  was  25  percent  in  the 
United  States  until  1968— only  slightly 
below  the  new  proposed  top  rate.  This 
rate  did  not  appear  to  slow  national 
economic  growth  during  the  1950's 
and  1960's. 

Mr.  President,  this  bill  is  not  perfect. 
Nevertheless,  when  viewed  in  its  en- 
tirety, the  advantages  outweigh  the 
disadvantages.  Long-term  positive  ben- 
efits will  emerge  as  a  more  productive 
economy  is  established,  and  financial 
decisions  are  made  on  the  basis  of  eco- 
nomic merit  rather  than  tax  avoid- 
ance. For  these  reasons,  I  will  vote  in 
favor  of  this  bill. 

Mr.  COHEN.  Mr.  President.  I  rise  to 
express  my  support  for  the  conference 
report  on  H.R.  3838,  the  Tax  Reform 
Act  of  1986.  Since  the  conferees 
reached  their  final  decisions  on  tax 
reform  last  month,  we  have  all  heard 
conflicting  characterizations  of  what 
this  bill  will  mean  to  our  Nation.  Some 
have  hailed  this  tax  bill  as  one  of  the 
most  historic  legislative  achievements 
in  recent  memory.  Others  have  con- 
demned the  bill  as  being  a  major 
threat  to  our  economy.  In  deciding 
whether  to  support  this  conference 
report,  it  has  been  necessary  to  cut 
through  the  hyperbole  and  to  ask  the 
essential  question  of  whether  this  bill 
is  a  positive  step  toward  meaningful 
tax  reform.  In  my  opinion,  the  answer^ 
is  an  unequivocal  "yes." 

This  bill  contains  major  provisions 
that  will  make  our  tax  laws  fairer.  It 
provides  relief  to  6  million  low-income 
persons  by  removing  them^from  the 
Federal  income  tax  rolls.  It  benefits 
many  low-  and  middle-income  persons 
by  expanding  the  personal  exemption 
and  standard  deduction  and  by  retain- 
ing indexing  of  the  tax  rates.  It  tar- 
gets much  of  its  tax  relief  to  persons 
who  do  not  itemize  on  their  Federal 
income  tax  returns,  which  now  consti- 
tutes over  two-thirds  of  all  taxpayers. 
This  bill  places  over  80  percent  of  all 
American  taxpayers  in  the  15-percent 
marginal  tax  bracket  and  distributes 
the  tax  burden  more  equitably  by 
broadening  the  tax  base.  It  retains  the 
tax  benefits  that  are  widely  used  by 
most  taxpayers,  such  as  the  mortgage 
interest  deduction,  the  charitable  con- 
tribution deduction  for  itemizers.  and 
the  deduction  for  State  and  local 
income  and  property  taxes.  It  gives 
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three  out  of  four  taxpayers  a  tax  re- 
duction, while  making  our  tax  system 
even  more  progressive  than  under  cur- 
rent law. 

In  addition  to  these  benefits  to  indi- 
viduals, the  bill  revamps  the  entire 
structure  of  our  tax  laws.  By  shifting 
approximately  $120  billion  of  the  over- 
all Federal  income  tax  liability  from 
individual  taxpayers  to  corporations, 
this  bill  restores  a  balance  in  the  Tax 
Code  that  has  been  upset  over  the 
years  by  the  addition  of  countless  tax 
loopholes  and  special  interest  provi- 
sions. By  lowering  corporate  tax  rates 
and  removing  tax  shelters,  this  bill  en- 
courages more  productive  investments 
by  businesses.  By  imposing  a  tougher 
minimum  tax  on  corporations,  the  bill 
will  put  an  end  to  the  scandalous  sto- 
ries of  companies  which  make  millions 
in  profits,  yet  pay  little  or  no  Federal 
income  taxes.  All  of  these  factors  will 
go  far  in  restoring  faith  in  our  tax 
system,  especially  for  the  average  tax- 
payer who  now  thinks  that  everyone 
except  himself  or  herself  is  getting  a 
tax  break. 

Undoubtedly,  any  tax  reform  bill  of 
this  magnitude  presents  many  diffi- 
cult choices.  In  many  areas.  I  disagree 
with  the  decisions  made  by  the  confer- 
ees. I  am.  for  example,  particularly 
concerned  over  the  retroactivity  of 
some  provisions,  especially  with  regard 
to  the  passive  loss  limitations,  repeal 
of  the  3-year  basis  recovery  rule  that 
affects  the  pension  benefits  of  Federal 
retirees,  and  retroactive  repeal  of  the 
investment  tax  credit.  As  I  expressed 
during  the  Senate's  debate  on  this  tax 
bill  earlier  this  year,  it  is  unfair  to 
change  the  rules  in  the  middle  of  the 
game  on  taxpayers  who  made  invest- 
ment or  retirement  decisions  in  good 
faith  on  the  basis  of  existing  tax  laws. 
I  also  have  concerns  over  the  effects  of 
certain  provisions  of  this  bill  on  chari- 
table giving  and  local  economic  devel- 
opment, and  believe  that  additional 
tax  relief  may  be  appropriate  for  small 
businesses.  I  strongly  suspect  that  we 
will  be  revisiting  the  issue  of  tax 
reform  in  the  coming  Congresses  to 
address  these  and  other  issues  raised 
by  this  bill. 

Despite  my  reservations  over  certain 
provisions  and  effects  of  this  bill.  I  be- 
lieve that  this  legislation  presents  a 
momentous  opportunity  for  the  Con- 
gress to  say  "yes"  to  improving  our  tax 
system  and  to  turn  us  in  the  right  di- 
rection of  fundamental,  meaningful 
tax  reform.  Enactment  of  this  legisla- 
tion is  necessary  to  bring  long-term 
health  to  our  economy  and  to  restore 
public  confidence  in  the  fairness  of 
our  tax  laws,  and  I  look  forward  to  its 
immediate  adoption. 

Mr.  HECHT.  Mr.  President.  I  rise 
today  to  voice  my  support  for  the  Tax 
Reform  Act  of  1982.  I  believe  this  leg- 
islation provides  many  benefits  for  the 
American  people.  It  is  a  bill  that  will 
take  6  million  low-income  taxpayers. 


including  700.000  elderly  taxpayers, 
off  the  tax  rolls.  It  is  a  bill  that  offers 
significant  rate  reductions  for  individ- 
uals. And  furthermore,  it  is  a  bill 
which  provides  a  more  equitable  distri- 
bution of  tax  burdens  across  all  eco- 
nomic sectors.  However.  Mr.  President, 
my  support  is  tempered  by  my  con- 
cerns over  several  provisions  in  the 
conference  agreement. 

Mr.  President,  I  am  opposed  to  the 
restrictions  placed  upon  individual  re- 
tirement accounts.  IRA's  have  helped 
and  encouraged  millions  of  Americans, 
including  many  with  moderate  in- 
comes, to  save  for  their  retirement. 
IRA's  have  also  benefited  the  econo- 
my by  generating  new  savings,  by  pwo- 
viding  capital  for  business  growth,  and 
by  enlarging  the  stable  pool  of  savings 
available  for  long-term  investment. 
Mr.  President,  when  all  of  the  facts 
are  considered,  it  is  clear  to  me  that 
IRA's  are  working  effectively,  and  to 
restrict  this  program  is  a  mistake. 

Mr.  President,  I  also  have  great  con- 
cern over  the  new  tax  rules  applied  to 
investors  in  limited  partnerships. 
While  I  most  certainly  agree  that  it  is 
necessary  to  change  our  tax  policy  to 
help  curb  abusive  use  of  tax  shelters,  I 
am  opposed  to  retroactively  imposing 
restrictions  on  the  millions  of  inves- 
tors who  have  undertaken  investments 
and  committed  future  funds,  in  good 
faith,  based  upon  existing  tax  laws. 
Over  the  past  several  years  millions  of 
investors  have,  through  the  formation 
of  limited  partnerships,  bought  land, 
built  buildings  and  shopping  centers, 
and  created  rental  housing  for  low-and 
middle-income  Americans.  Now.  to 
take  away  the  incentives  that  were  a 
critical  part  of  the  investment  deci- 
sion, in  the  middle  of  the  game,  is  out- 
right unfair. 

Mr.  President,  there  are  many  other 
provision  which  are  cause  for  concern, 
the  treatment  of  capital  gain  as  ordi- 
nary income,  the  retroactive  restric- 
tions placed  upon  Federal  employee 
pensions  and  the  limitation  of  the 
business  meals  and  entertainment  de- 
ductions to  80  percent  of  actual  ex- 
penses are  just  a  few. 

Despite  these  concerns  Mr.  Presi- 
dent, the  many  positive  aspects  of  tax 
reform  cannot  be  denied.  I  believe  that 
the  positives  of  this  legislation  far  out- 
weigh the  negatives,  and  I  urge  my 
colleagues  to  join  me  in  voting  for  this 
bill. 

Mr.  BOREN.  Mr.  President,  deciding 
how  to  vote  on  this  tax  bill  has  not 
been  an  easy  decision.  I  commend  my 
colleagues  in  the  Senate  Finance  Com- 
mittee, including  Chairman  Packwood 
and  Senator  Long,  the  ranking  minori- 
ty member.! for  their  many  long  hours 
of  work  on  this  bill.  I  sincerely  appre- 
ciate the  fair  reception  which  they 
and  my  colleagues  in  the  committee 
and  on  the  Senate  floor  gave  to  several 
amendments  which  I  offered  to  the 
bill.  I  do  believe  that  this  bill  is  much 


improved  from  the  one  which  first 
passed  the  House  of  Representatives. 

While  the  bill  has  several  good  fea- 
tures. I  cannot  in  conscience  vote  for 
it.  because  I  honestly  believe  that,  on 
balance,  it  will  further  weaken  our 
economy  by  making  it  harder  for  us  to 
compete  in  world  markets. 

The  President  and  we  in  the  Con- 
gress must  not  indulge  ourselves  in 
any  false  illusions  that  this  tax  bill 
will  do  anything  to  help  solve  our 
basic  economic  problems.  Reducing 
the  twin  budget  and  trade  deficits 
should  be  at  the  top  of  the  agenda  and 
Congress  appears  headed  for  adjourn- 
ment without  really  addressing  them. 

From  my  mail  from  Oklahomans, 
which  has  run  40  to  1  against  this  tax 
bill,  it  is  clear  that  our  people  want 
the  real  problems  addressed  so  that  we 
can  turn  around  the  terrible  economic 
situation  in  our  region  and  the  under- 
lying trouble  which  lurks  barely  be- 
neath the  surface  of  the  entire  nation- 
al economy. 

The  tax  bill  will  indirectly  encourage 
more  consumption  while  at  the  same 
time  discourage  saving,  investment, 
and  research  which  we  so  badly  need 
to  save  American  jobs  by  restoring  our 
ability  to  compete  with  the  rest  of  the 
world.  We  are  already  living  beyond 
our  means  and  if  we  destroy  the  abili- 
ty of  Americans  to  produce,  we  could 
well  just  end  up  consuming  more 
goods  produced  by  foreign  countries 
while  sending  the  bill  to  the  next  gen- 
eration. 

The  bill  has  several  good  features  in- 
cluding the  closing  of  some  loopholes, 
reduction  of  some  rates,  and  provi- 
sions to  make  sure  that  companies 
which  make  millions  of  dollars  cannot 
completely  escape  paying  at  least  a 
minimum  tax. 

I  regret  that  there  are  so  many 
other  negative  features  in  the  bill  that 
I  cannot  vote  for  it. 

Even  with  several  positive  amend- 
ments which  were  adopted,  it  will  still 
place  an  additional  $10  billion  burden 
on  the  domestic  energy  industry  when 
it  is  already  in  a  depression. 

It  denies  hard-pressed  farmers  the 
right  to  average  their  incomes  from 
good  and  bad  crop  years. 

It  will  curtail  the  incentives  for  mil- 
lions of  Americans  to  set  up  their  own 
savings  accounts  for  their  retirement. 

It  provides  an  indirect  surtax  on 
upper  middle  income  taxpayers  to 
force  them  into  a  higher  marginal  rate 
than  those  who  are  very  wealthy. 

The  effective  marginal  rate  for  a 
couple  making  a  combined  income  of 
$80,000  per  year  will  be  higher  than 
the  rate  for  a  couple  making  $10  mil- 
lion per  year.  The  actual  marginal  rate 
in  the  first  year  of  the  bill  for  middle 
income  taxpayers  will  be  38  per  cent 
and  not  28  per  cent  as  advertised  by 
the  sponsors  of  the  bill. 
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While  some  changes  in  the  taxation 
of  real  estate  investments  were  in 
order,  the  swiftness  and  severity  of  the 
changes  could  well  cause  severe  eco- 
nomic dislocations  in  this  sector  and 
for  financial  institutions  which  are  al- 
ready hard-pressed  by  the  devaluation 
of  assets. 

Many  other  individual  defects  in  the 
bill  could  be  listed  in  addition  to  the 
ones  which  I  have  outlined.  Several 
provisions  are  retroactive  and  change 
the  rules  in  the  middle  of  long-term 
investment  programs. 

Above  all,  however,  I  am  most  con- 
cerned that  the  bill  will  tend  to  raise 
the  cost  of  investments  in  the  United 
States  and  further  discourage  saving. 
This  will  mean  less  research  on  new 
products  and  less  modernization  of  our 
plants  and  equipment.  Ultimately, 
lower  investment  means  less  produc- 
tivity for  American  workers,  higher 
trade  imbalances,  and  fewer  jobs. 

When  will  we  ever  wake  up  to  the 
fact  that  we  will  never  get  our  econo- 
my on  a  solid  footing  until  we  deal 
with  the  budget  and  trade  deficits?  We 
can't  keep  living  off  the  shelf  while 
not  replenishing  the  inventory. 

We  must  do  something  to  reduce 
capital  costs  and  increase  our  savings 
rates.  I  hope  that  I  am  proven  wrong, 
but  I  fear  that  this  bill  will  do  just  the 
opposite. 

FARMERS  AND  INCOME  AVERAGING 

Mr.  President,  income  averaging  is 
extremely  important  to  the  family 
farmers  of  our  Nation.  Regretfully, 
the  conference  deleted  the  Senate  pro- 
vision retaining  income  averaging  for 
farmers. 

Unlike  the  overwhelming  majority 
of  taxpayers,  farmers'  incomes  are  ex- 
tremely volatile  due  to  circumstances 
beyond  their  control.  If  the  weather  is 
good,  a  farmer  might  have  a  record 
harvest  one  year  only  to  turn  around 
the  next  year  and  have  his  entire  crop 
wiped  out  by  drought  or  flood.  Until 
April  of  this  year,  Oklahoma  wheat 
farmers  faced  the  prospect  of  a  rela- 
tively good  crop.  However,  lack  of  rain 
in  April  resulted  in  premature  ripen- 
ing of  the  crop  which  reduced  the 
yields  and  then,  at  harvest  time  there 
was  an  excessive  amount  of  rain.  As  a 
result,  yields  were  substantially  re- 
duced and  some  producers  lost  their 
entire  crop. 

Precisely  because  of  situations  such 
as  the  one  we  experienced  in  Oklaho- 
ma this  year,  income  averaging  is  criti- 
cally important  to  our  farmers.  Fur- 
ther, it  is  much  more  important  than 
many  would  have  you  believe. 

The  Department  of  Agriculture  cir- 
culated earlier  this  year  a  paper  ana- 
lyzing the  Senate  Finance  Committee 
tax  reform  bill  and  the  House  bill.  The 
document  states: 

Under  current  law.  about  11  percent  of  in- 
dividuals with  farm  business  receipts  utilize 
income  averaging,  resulting  in  an  average 
savings  of  $800  per  return  in  1982.  Most  of 


these  Individuals  would  fall  in  the  new  15- 
percent  bracket  under  both  the  House  and 
Senate  bills,  and  thus  would  not  be  affected 
by  the  repeal  of  income  averaging. 

There  are  two  aspects  of  the  Depart- 
ment's statement  which  require  scruti- 
ny. First  of  all,  individuals  with  farm 
business  receipts  include  all  the  hobby 
farmers  and  all  the  taxpayers  who  do 
not  rely  on  farming  as  their  primary 
source  of  income  but  might  have  $100 
worth  of  income  a  year  from  an  agri- 
cultural investment.  Of  the  2.4  million 
•farmers"  in  the  United  States,  only 
604,000  "farmers"  are  family  farmers. 
That's  roughly  about  25  percent  of  all 
taxpayers  that  report  some  farm 
income.  It  is  quite  possible  that  the  11 
percent  of  the  "farmers "  utilizing 
income  averaging  in  1982  was  com- 
prised completely  of  family  farmers, 
those  who  depend  upon  agriculture  for 
a  living.  In.  other  words,  it  is  quite  pos- 
sible that  almost  50  percent  of  all 
family  farmers  utilized  income  averag- 
ing in  1982.  The  statement  used  by  the 
Department  would  have  you  think 
that  only  11  percent  of  all  family 
farmers  used  income  averaging  when 
the  reality  might  be  that  50  percent 
took  advantage  of  income  averaging 
that  year. 

Second,  the  Department  says  that 
most  of  those  utilizing  income  averag- 
ing would  fall  in  the  15-percent  brack- 
et and  would  not  be  affected  by  the 
repeal  of  income  averaging.  It  may  be 
true.  Mr.  President,  that  the  hobby 
farmers  may  not  be  affected,  since 
they  are  not  dependent  upon  farming 
for  a  living  and  will  not  see  their 
income  drop  dramatically  when  their 
entire  crop  is  wiped  out.  By  the  De- 
partment's own  numbers,  hobby  farm- 
ers rely  on  agriculture  for  only  3  per- 
cent of  their  total  income.  It  stands  to 
reason  that  they  will  not  lose  much  if 
income  averaging  is  repealed. 

However,  if  officials  at  the  Depart- 
ment believe  that  family  farmers  in 
Oklahoma  or  elsewhere  in  the  United 
States  will  not  be  affected,  they  need 
to  learn  a  little  more  about  agricul- 
ture. Perhaps,  the  Department  is 
guilty  of  examining  the  tax  bill  from 
the  standpoint  of  what  it  would  do  "on 
average"  to  all  individuals  that  have 
some  farm  receipts.  "On  average"  a 
river  could  be  only  2  feet  deep,  but 
that  doesn't  mean  that  people  cant 
drown  in  the  river.  "On  average"  most 
individuals  with  farm  receipts  might 
not  be  affected,  but  50  percent  or 
more  of  the  family  farmers  might  be 
devastated  by  the  repeal  of  income 
averaging. 

The  Department  has  argued  that 
farmers  no  longer  need  income  averag- 
ing because  they  will  be  in  the  15  per- 
cent tax  bracket.  Income  averaging 
won't  make  any  difference,  according 
to  the  Department.  This  is  far  from 
the  reality  when  one  looks  at  farm 
income  over  the  past  10  or  15  years. 


Between  1982  and  1983.  net  farm 
income  in  Oklahoma  dropped  by  more 
than  50  percent.  In  1977.  net  farm 
income  was  85  percent  lower  than  in 
1976.  From  a  careful  examination  of 
net  income  figures,  it  becomes  appar- 
ent that  there  are  volatile  swings  in 
farm  income.  Without  income  averag- 
ing, farmers  will  pay  much  more  in 
taxes  if  their  income  rises  and  falls. 
For  example,  if  a  farmer  makes  $5,000 
one  year  and  $40,000  the  next  year,  he 
pays  over  40  percent  more  in  taxes 
during  the  2-year  period  than  the  tax- 
payer reporting  $22,500  each  of  the  2 
years. 

Surely  there  is  no  one  in  this  Cham- 
ber who  believes  this  is  equitable.  Yet. 
this  is  the  reality  under  the  tax 
reform  bill,  unless,  of  course,  we  could 
find  some  way  to  control  the  weather. 

Mr.  President.  I  am  deeply  disap- 
pointed that  the  Senate  provision  on 
income  averaging  was  not  retained  in 
the  tax  reform  bill.  There  are  many 
negative  aspects  of  this  legislation  as 
far  as  farmers  are  concerned,  but  the 
loss  of  income  averaging  will  have  a  se- 
rious effect  on  many  agricultural  pro- 
ducers, particularly  those  producers  in 
the  Southeastern  part  of  the  United 
States  who  suffered  severe  losses  from 
the  drought  this  summer. 

If  the  tax  reform  bill  is  adopted,  it  is 
my  hope  that  we  can  reexamine  this 
issue  in  the  next  Congress. 


MESSAGES  FROM  THE 
PRESIDENT 

Messages  from  the  President  of  the 
United  States  were  communicated  to 
the  Senate  by  Mrs.  Emery,  one  of  his 
secretaries. 


EXECUTIVE  MESSAGES 
REFERRED 

As  in  executive  session,  the  Presid- 
ing Officer  laid  before  the  Senate  mes- 
sages from  the  President  of  the  United 
States  submitting  sundry  nominations, 
which  were  referred  to  the  appropri- 
ate committees. 

(The  nominations  received  today  are 
printed  at  the  end  of  the  Senate  pro- 
ceedings.) 


DEFERRAL  OF  CERTAIN  BUDGET 
AUTHORITY-MESSAGE  FROM 
THE  PRESIDENT-PM  177 

The  PRESIDING  OFFICER  laid 
before  the  Senate  the  following  mes- 
sage from  the  President  Of  the  United 
States,  together  with  accompanying 
papers:  which,  pursuant  to  the  order 
of  January  30.  1975.  was  referred 
jointly  to  the  Committee  on  Appro- 
priations, the  Committee  on  the 
Budget,  the  Conunittee  on  Agricul- 
ture. Nutrition,  and  Forestry,  the 
Committee  on  Armed  Services,  the 
Committee  on  Energy  and  Natural  Re- 
sources, the  Committee  on  Labor  and 
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Human  Resources,  the  Committee  on 
the  Judiciary,  the  Committee  on  For- 
eign Relations,  the  Committee  on 
Commerce,  Science,  and  Transporta- 
tion, the  Committee  on  Finance,  and 
the  Committee  on  Environment  and 
Public  Works: 

To  the  Congress  of  the  United  States: 

In  accordance  with  the  Impound- 
ment Control  Act  of  1974,  I  herewith 
report  21  new  deferrals  of  budget  au- 
thority totaling  $1,835,613,015. 

The  deferrals  affect  accounts  in 
Funds  Appropriated  to  the  President, 
the  Departments  of  Agriculture,  De- 
fense-Military, Defense-Civil,  Energy, 
Health  and  Human  Ser\'ices,  Justice. 
State.  Transportation,  and  Treasury, 
the  Commission  on  the  Ukraine 
Famine,  the  Office  of  the  Federal  In- 
spector for  the  Alaska  Gas  Pipeline, 
and  the  Pennsylvania  Avenue  Devel- 
opment Corporation. 

The  details  of  these  deferrals  are 
contained  in  the  attached  report. 

Ronald  Reagan. 
The  White  House,  September  26.  1986. 


MESSAGES  FROM  THE  HOUSE 

At  11:23  a.m..  a  message  from  the 
House  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
announced  that  in  accordance  with 
the  provisions  of  House  Resolution 
562.  the  bill  of  the  Senate  (S.  638)  en- 
titled An  act  to  amend  the  Regional 
Rail  Reorganization  Act  of  1973  to 
provide  for  the  transfer  of  ownership 
of  the  Consolidated  Rail  Corporation 
to  the  private  sector,  and  for  other 
purposes."  is  hereby  returned  to  the 
Senate. 

The  message  also  announced  that 
pursuant  to  the  provisions  of  section 
276a-l  of  title  22.  United  States  Code, 
the  Speaker  appoints  as  members  of 
the  delegation  to  attend  the  confer- 
ence of  the  Interparliamentary  Union, 
to  be  held  in  Buenos  Aires,  Argentina, 
on  October  6,  to  October  11.  1986,  the 
following  Members  on  the  part  of  the 
House:  Mr.  Pepper,  chairman,  Mr. 
Hamilton,  vice  chairman,  Mr.  Seiber- 
LiNG,  Mrs.  BoGGS,  Mr.  Hubbard,  Mr. 
Garcia,  Mr.  Hayes,  Mr.  Fuster.  Mr. 
Hyde.  Mr.  Shaw,  and  Mr.  Monson. 

The  message  further  announced 
that  the  House  has  passed  the  follow- 
ing bill  and  joint  resolution,  in  which 
it  requests  the  concurrence  of  the 
Senate: 

H.R.  5379.  An  act  to  authorize  the  Secre- 
tary of  Transportation  to  release  restric- 
tions on  the  use  of  certain  property  con- 
veyed to  the  Peninsula  Airport  Commission. 
Virginia,  for  airport  purposes;  and 

H.J.  Res.  738.  Joint  resolution  making 
continuing  appropriations  for  the  fiscal  year 
1987,  and  for  other  purposes. 

The  message  also  announced  that 
the  House  disagrees  to  the  amendment 
of  the  Senate  to  the  bill  (H.R.  5300)  to 
provide  for  reconciliation  pursuant  to 
section  2  of  the  concurrent  resolution 


on  the  budget  for  fiscal  year  1987;  it 
agrees  to  the  conference  asked  by  the 
Senate  on  the  disagreeing  votes  of  the 
two  Houses  thereon,  and  appoints  the 
following  as  managers  of  the  confer- 
ence on  the  part  of  the  House. 

From  the  Committee  on  the  Budget, 
for  consideration  of  the  entire  House 
bill  and  Senate  amendment,  except  for 
revenue  measures  on  which  conferees 
from  the  Committee  on  Ways  and 
Means  have  been  appointed:  Mr.  Gray 
of  Pennsylvania,  Mr.  Lowry  of  Wash- 
ington, Mr.  Derrick,  Mr.  Jenkins,  Mr. 
Atkins,  Mr.  Latta,  Mrs.  Martin  of  Il- 
linois, and  Mr.  Loeffler. 

From  the  Committee  on  the  Budget, 
solely  for  consideration  of  those  por- 
tions of  the  House  bill  and  Senate 
amendment  containing  revenue  meas- 
ures on  which  conferees  from  the 
Committee  on  Ways  and  Means  have 
been  appointed:  Mr.  Jenkins  and  Mr. 
Latta. 

Prom  the  Committee  on  Agriculture, 
solely  for  consideration  of  title  II  of 
the  House  bill  and  title  I  and  section 
501  of  the  Senate  amendment:  Mr.  de 
LA  Garza.  Mr.  Jones  of  Tennessee,  Mr. 
Stenholm  (except  for  consideration  of 
section  501  of  the  Senate  amendment), 
Mr.  Bedell  (solely  for  consideration  of 
section  501  of  the  Senate  amendment), 
Mr.  Morrison  of  Washington,  and  Mr. 
Gunderson. 

From  the  Committee  on  Appropria- 
tions, solely  for  consideration  of  sec- 
tions 11001  and  11002  of  the  House  bill 
and  sections  665  and  1106  of  the 
Senate  amendment:  Mr.  Whitten,  Mr. 
Fazio,  and  Mr.  Conte. 

From  the  Committee  on  Banking, 
Finance  and  Urban  Affairs,  solely  for 
the  consideration  of  title  III  of  the 
House  bill,  and  title  II  of  the  Senate 
amendment:  Mr.  St  Germain.  Mr. 
Gonzalez.  Mr.  Annunzio.  Mr.  Neal. 
Ms.  Oakar.  Mr.  Wylie.  Mr.  McKin- 
NEY.  and  Mr.  Leach  of  Iowa. 

From  the  Committee  on  Education 
and  Labor,  solely  for  consideration  of 
section  11005  of  the  House  bill  and 
title  VIII  and  sections  1210-1212  of 
the  Senate  amendment;  Mr.  Hawkins. 
Mr.  Ford  of  Michigan.  Mr.  Clay.  Mr. 
Gaydos.  Mr.  BiAGGi.  Mr.  Jeffords, 
Mrs.  RouKEMA,  and  Mr.  Coleman  of 
Missouri. 

From  the  Committee  on  Energy  and 
Commerce,  solely  for  consideration  of 
sections  4701-4753  of  the  House  bill 
and  section  303  of  the  Senate  amend- 
ment: Mr.  DiNGELL,  Mr.  Florio.  Mr. 
Sharp,  Mr.  Eckart  of  Ohio,  Mr.  Slat- 
tery,  Mr.  Lent,  Mr.  Whittaker,  and 
Mr.  Madigan. 

From  the  Committee  on  Energy  and 
Commerce,  solely  for  consideration  of 
section  501  of  the  Senate  amendment: 
Mr.  Dingell,  Mr.  Waxman,  Mr. 
Florio,  Mr.  Shelby,  Mr.  Slattery, 
Mr.  Lent,  Mr.  Madigan,  and  Mr.  Whit- 
taker. 

From  the  Committee  on  Energy  and 
Commerce,  solely  for  consideration  of 


sections  4001,  4101,  4201-4206,  4301. 
4302.  4401-4405,  5001,  and  8101  of  the 
House  bill  and  sections  401-405,  411, 
and  502  of  the  Senate  amendment:  Mr. 
Dingell,  Mr.  Sharp,  Mr.  Markey,  Mr. 
Swift,  Mr.  Slattery,  Mr.  Lent.  Mr. 
Dannemeyer.  and  Mr.  Moorhead. 

From  the  Committee  on  Energy  and 
Commerce,  solely  for  consideration  of 
subtitles  F  and  G  of  title  IV,  parts  2-4 
of  subtitle  C  of  title  X,  section 
10001(c)  and  (d)(3),  section  10102,  and 
that  portion  of  section  10206  amend- 
ing subsection  710(b)(2)  of  the  Social 
Security  Act,  of  the  House  bill,  and 
section  604(c),  parts  2-4  of  subtitle  A 
of  title  VI,  and  subtitle  B  of  title  VI  of 
the  Senate  amendment:  Mr.  Dingell, 
Mr.  Waxman,  Mr.  Scheuer,  Mr.  Wal- 
gren,  Mr.  Slattery,  Mr.  Lent,  Mr. 
Madigan,  and  Mr.  Whittaker. 

From  the  Committee  on  Govern- 
ment Operations,  solely  for  consider- 
ation of  section  11003  of  the  House  bill 
and  section  653  of  the  Senate  amend- 
ment: Mr.  Brooks,  Mrs.  Collins,  Mr. 
English,  Mr.  Waxman.  Mr.  Weiss. 
Mr.  HoRTON,  Mr.  Walker,  and  Mr. 
Clinger. 

From  the  Committee  on  Govern- 
ment Operations,  solely  for  consider- 
ation of  sections  10207  and  11004  of 
the  House  bill  and  sections  1103,  1104, 
1203.  and  1204  of  the  Senate  amend- 
ment; Mr.  Brooks,  Mr.  Fuqua,  Mrs. 
Collins,  Mr.  English.  Mrs.  Boxer, 
Mr.  HoRTON,  Mr.  Walker,  and  Mr. 
Clinger. 

From  the  Committee  on  Interior  and 
Insular  Affairs,  solely  for  consider- 
ation of  title  V  and  subtitle  I  of  title 
VI  of  the  House  bill  and  section  502  of 
the  Senate  amendment:  Mr.  Udall, 
Mr.  Seiberling,  Mr.  Weaver,  Mr. 
Miller  of  California,  Mr.  Sharp.  Mr. 
Young  of  Alaska,  Mr.  Lujan,  and  Mr. 
Lagomarsino. 

From  the  Committee  on  the  Judici- 
ary, solely  for  consideration  of  part  C 
of  title  VII  of  the  Senate  amendment: 
Mr.  Rodino,  Mr.  Brooks,  Mr.  Glick- 
man.  Mr.  Frank,  Mr.  Berman,  Mr. 
Fish,  Mr.  Brown  of  Colorado,  and  Mr. 
Coble. 

From  the  Committee  on  Merchant 
Marine  and  Fisheries,  solely  for  con- 
sideration of  title  VI.  except  for  part  5 
of  subtitle  E  thereof,  subtitle  C  of  title 
VII.  and  parts  1  through  4  of  subtitle 
D  of  title  VIII  of  the  House  bill,  and 
sections  301.  302,  and  501,  and  subtitle 
C  of  title  IV  of  the  Senate  amend- 
ment; Mr.  Jones  of  North  Carolina, 
Mr.  BiAGGi,  Mr.  Breaux,  Mr.  Studds, 
Mr.  LowRY  of  Washington,  Mr.  Davis, 
Mr.  Snyder  (except  for  consideration 
of  subtitle  D  of  title  VI  of  the  House 
bill),  Mr.  Young  of  Alaska  (except  for 
consideration  of  subtitle  I  of  title  VI 
of  the  House  bill),  and  Mr.  Fields, 
(solely  for  consideration  of  subtitles  D 
and  I  of  title  VI  of  the  House  bill). 

From  the  Committee  on  Post  Office 
and  Civil  Service,  solely  for  consider- 
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ation  of  title  VII  of  the  House  bill  and 
sections  701.  711.  and  1202  of  the 
Senate  amendment:  Mr.  Ford  of 
Michigan,  Ms.  Oakar,  Mr.  Leland,  Mr. 
Taylor,  and  Mr.  Horton. 

Prom  the  Committee  on  Public 
Works  and  Transportation,  solely  for 
consideration  of  subtitles  A  and  E  of 
title  VIII  of  the  House  bill  and  sec- 
tions 503  and  504  of  the  Senate 
amendment:  Mr.  Howard.  Mr.  Ander- 
son. Mr.  Nowak,  Mr.  Edgar.  Mr.  Ap- 
plegate.  Mr.  Snyder,  Mr.  Shuster,  and 
Mr.  Clinger. 

From  the  Committee  on  Public 
Works  and  Transportation,  solely  for 
consideration  of  section  501  of  the 
Senate  amendment:  Mr.  Howard.  Mr. 
Roe.  Mr.  Bosco,  Mr.  Towns.  Mr.  Wise. 
Mr.  Snyder.  Mr.  Hammerschmidt,  and 
Mr.  Stangeland. 

From  the  Committee  on  Public 
Works  and  Transportation,  solely  for 
consideration  of  subtitle  B  of  title  IV 
and  subtitle  B  of  title  VIII  of  the 
House  bill  and  section  411  of  the 
Senate  amendment:  Mr.  Howard,  Mr. 
Anderson,  Mr.  Edgar,  Mr.  Rahall.  Mr. 
Applegate,  Mr.  Snyder.  Mr.  Hammer- 
schmidt. and  Mr.  Shuster. 

From  the  Committee  on  Public 
Works  and  Transportation,  solely  for 
consideration  of  subtitle  A  of  title  VI. 
parts  1-4  of  subtitle  E  of  title  VI.  sub- 
title C  of  title  VIII.  and  parts  1-4  of 
subtitle  D  of  title  VIII  of  the  House 
bill:  Mr.  Howard.  Mr.  Roe,  Mr.  Bosco, 
Mr.  Towns.  Mr.  Wise.  Mr.  Hammer- 
schmidt, Mr.  Shuster,  and  Mr. 
Stangeland. 

From  the  Committee  on  Small  Busi- 
ness, solely  for  consideration  of  title 
IX  of  the  House  bill,  and  title  IX  of 
the  Senate  amendment:  Mr.  Mitchell. 
Mr.  Smith  of  Iowa,  and  Mr.  McDade. 

From  the  Committee  on  Ways  and 
Means,  solely  for  consideration  of  title 
X.  subtitle  F  of  title  IV.  part  5  of  sub- 
title E  of  title  VI,  and  part  5  of  sub- 
title D  of  title  VIII  of  the  House  bill 
and  title  VI,  except  for  subtitle  B 
thereof,  title  VI-A.  except  for  section 
665  thereof,  title  X.  sections  1105. 
1107,  and  1201.  subtitle  B  of  title  XII. 
and  title  XIII  of  the  Senate  amend- 
ment: Mr.  RosTENKOWSKi.  Mr.  Gib- 
bons, Mr.  Pickle.  Mr.  Rangel.  Mr. 
Stark.  Mr.  Jacobs.  Mr.  Ford  of  Ten- 
nessee, Mr.  Duncan.  Mr.  Archer.  Mr. 
Crane,  and  Mr.  Gradison. 

ENROLLED  BILL  SIGNED 

At  1:06  p.m.,  a  message  from  the 
House  of  Representatives,  delivered  by 
Mr.  Berry,  one  of  its  reading  clerks, 
announced  that  the  Speaker  pro  tem- 
pore [Mr.  Wright]  has  signed  the  fol- 
lowing enrolled  bill: 

S.  2294.  An  act  to  amend  the  Education  of 
the  Handicapped  Act  to  reauthorize  the  dis- 
cretionary programs  under  that  act,  to  au- 
thorize an  early  intervention  program  under 
that  act  for  handicapped  infants  and  tod- 
dlers and  their  families,  and  for  other  pur- 
poses. 


MEASURES  REFERRED 

The  following  joint  resolution  was 
read  the  first  and  second  times  by 
unanimous  consent,  and  referred  as  in- 
dicated: 

H.J.  Res.  738.  Joint  resolution  making 
continuing  appropriations  for  the  fiscal  year 
1987.  and  for  other  purposes;  to  the  Com- 
mittee on  Appropriations. 


MEASURES  PLACED  ON  THE 
CALENDAR 

The  following  bill  was  read  the  first 
and  second  times  by  unanimous  con- 
sent, and  placed  on  the  calendar: 

H.R.  5379.  An  act  to  authorize  the  Secre- 
tary of  Transportation  to  release  restric- 
tions on  the  use  of  certain  property  con- 
veyed to  the  Peninsula  Airport  Commission. 
Virginia,  for  airport  purposes. 


ENROLLED  BILL  AND  JOINT 
RESOLUTION  PRESENTED 

The  Secretary  of  the  Senate  report- 
ed that  dn  today,  September  26.  1986. 
she  had  presented  to  the  President  of 
the  United  States  the  following  en- 
rolled joint  resolution: 

S.  2294.  An  act  to  amend  the  Education  of 
the  Handicapped  Act  to  reauthorize  the  dis- 
cretionary programs  under  that  act,  to  au- 
thorize an  early  intervention  program  under 
that  act  for  handicapped  infants  and  tod- 
dlers and  their  families,  and  for  other  pur- 
poses: and 

S.J.  Res.  159.  Joint  resolution  to  designate 
the  rose  as  the  national  floral  emblem. 


REPORTS  OF  COMMITTEES 

The  following  reports  of  committees 
were  submitted: 

By  Mr.  HEINZ  (for  Mr.  Garn).  from  the 
Committee  on  Banking.  Housing,  and  Urban 
Affairs: 

Special  report  entitled  "Second  Monetary 
Policy  Report  for  1986"  (with  additional 
views)  (Rept.  No.  99-490). 

By  Mr.  THURMOND,  from  the  Commit- 
tee on  the  Judiciary,  with  an  amendment  in 
the  nature  of  a  substitute: 

S.  2270:  A  bill  to  amend  the  Immigration 
and  Nationality  Act  to  deter  immigration-re- 
lated marriage  fraud  and  other  immigration 
fraud  (Rept.  No.  99-491). 

By  Mr.  THURMOND,  from  the  Commit- 
tee on  the  Judiciary,  with  an  amendment: 

S.  1145:  A  bill  to  increase  the  accountabil- 
ity of.  policy  coordination  by.  and  manage- 
ment of  priorities  by  agencies  through  an 
improved  mechanism  for  congressional  over- 
sight of  the  rules  of  agencies  (Rept.  No.  99- 
492). 

By  Mr.  ANDREWS,  from  the  Select  Com- 
mittee on  Indian  Affairs,  with  an  amend- 
ment in  the  nature  of  a  substitute: 

H.R.  1920:  A  bill  to  establish  Federal 
standards  and  regulations  for  the  conduct 
of  gaming  activities  on  Indian  reservations 
and  lands  and  for  other  purposes  (Rept.  No. 
99-493) 

By  Mr.  HATFIELD,  from  the  Committee 
on  Appropriations,  with  amendments: 

H.J.  Res.  738:  A  joint  resolution  making 
continuing  appropriations  for  the  fiscal  year 
1987.  and  for  other  purposes. 


By  Mr.  DANPORTH.  from  the  Committee 
on  Commerce.  Science,  and  Transportation, 
without  amendment: 

S.  2852:  A  bill  to  authorize  the  Secretary 
of  Transportation  to  release  restrictions  on  ■ 
the  use  of  certain  property  conveyed  to  the 
Peninsula  Airport  Commission.  Virginia,  for 
airport  purposes. 

•  Mr.  DANFORTH.  Mr.  President,  on 
September  24.  1986,  the  Committee  on 
Commerce,  Science,  and  Transporta- 
tion ordered  reported  S.  2852.  releas- 
ing certain  restrictions  on  the  use  of 
property  conveyed  to  the  Peninsula 
Airport  Commission  in  Virginia  for 
Patrick  Henry  Airport.  I  am  filing  this 
bill  today  on  behalf  of  the  Commerce 
Committee  without  written  report, 
and  so  I  take  this  opportunity  to  de- 
scribe the  background  of  this  bill  and 
its  provisions  for  the  information  of 
the  Senate. 

In  1947  the  United  States  conveyed 
certain  property  in  Newport  News  and 
York  County.  VA.  to  the  Peninsula 
Airport  Commission.  The  statute 
which  provided  for  the  transfer— the 
Federal  Airport  Act— did  not  authorize 
the  Secretary  to  grant  releases  from  a 
restriction  in  the  deed  of  conveyance 
that  the  property  be  used  for  airport 
purposes. 

The  airport  commission  now  would 
like  to  obtain  a  release  to  permit  con- 
struction of  a  public  road  over  a  por- 
tion of  the  airport  tract.  Technically, 
the  road  would  constitute  a  nonairport 
use;  however,  construction  of  the  road 
is  desirable  because  it  would  improve 
access  to  a  portion  of  the  airport  prop- 
erty. The  statute  which  permitted  the 
conveyance  of  the  property  to  the  air- 
port commission  did  not  allow  the  Sec- 
retary the  discretion  to  remove  the  re- 
striction from  the  deed.  S.  2852  would 
give  the  Secretary  discretion  similar  to 
that  permitted  for  removal  of  deed  re- 
strictions for  other  airports  on  former 
federally  owned  land.  Similar  legisla- 
tion has  been  enacted  to  cure  identical 
problems  affecting  other  airports. 

The  bill  was  introduced  by  Senator 
Trible  on  September  23.  1986.  is  a 
companion  bill  to  H.R.  5379.  intro- 
duced on  August  11,  1986,  by  Con- 
gressman Bateman  and  passed  by  the 
House  of  Representatives  on  Septem- 
ber 24.  1986. 

Section-by-Section  Analysis 

Section  {a.)— Authorization  for  Restriction 
Removal.  This  section  states  that  notwith- 
standing section  16  of  the  Federal  Airport 
Act  (as  in  effect  in  1947).  the  Secretary  is 
authorized  to  grant  releases  from  any 
terms,  conditions,  reservations  and  restric- 
tions contained  in  the  deed  of  conveyance  of 
federally-owned  property  to  the  Peninsula 
Airport  Commission. 

Section  (b)— Terms  of  Release.  Any  release 
granted  under  section  (a)  shall  be  subject  to 
the  conditions  that  (1)  the  Peninsula  Air- 
port Commission  shall  lease  or  convey  the 
property  for  fair  lease  value  or  fair  market 
value,  as  determined  by  the  Secretary:  and 
(2)  any  amount  so  received  by  the  Peninsula 
Airport  Commission  shall  be  used  for  the 
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development,    improvement,    operation    or 
maintenance  of  a  public  airport.* 


INTRODUCTION  OP  BILLS  AND 
JOINT  RESOLUTIONS 

The  following  bills  and  joint  resolu- 
tions were  introduced,  read  the  first 
and  second  time  by  unanimous  con- 
sent, and  referred  as  indicated: 

By  Mrs.  HAWKINS  (for  herself  and 
Mr.  D'Amato): 
S.  2881.  A  bill  to  terminate  United  States 
assistance  to  any  country  importing  goods, 
services,  or  products  from  Cuba  unless  cer- 
tain conditions  are  met;  to  the  Committee 
on  Foreign  Relations. 
By  Mr.  DAMATO: 
S.    2882.   A   bill   to   amend   the   National 
Housing  Act  to  provide  for  the  eligibility  of 
certain  property  for  single  family  mortgage 
insurance:  to  the  Committee  on  Banking, 
Housing,  and  Urban  Affairs. 

By  Mr.  EXON  (for  himself,  Mr.  Zorin- 
SKY.  and  Mr.  E>gleton): 
S.  2883.  A  bill  to  eliminate  a  certain  Feder- 
al EInergy  Regulatory  Commission  rule:  to 
the  Committee  on  Energy  and  Natural  Re- 
sources. 

By   Mr.   GOLDWATER   (for   himself. 
Mr.     Dole,     Mr.     Packwood.     Mr. 
Laxalt,   Mr.   Abdnor,   Mr.   Stevens. 
Mr.  Kasten.  Mr.  Hatch.  Mr.  Garn. 
Mr.   Wilson,   Mrs.   Kassebaum.   Mr. 
Trible.  Mr.  Warner.  Mr.  Zorinsky. 
Mr.  Nunn,  Mr.  Stennis,  Mr.  Inouye, 
Mr.  Boren,  Mr.  Simon.  Mr.  Moyni- 
HAN.     Mr.     Ford,     Mr.     Exon,     Mr. 
DeConcini.  Mr.  Quayle.  Mr.  Thur- 
mond, and  Mr.  Helms): 
S.J.  Res.  420.  Relating  to  the  commemora- 
tion of  January  28,  1987.  as  a  "National  Day 
of  Excellence:"  to  the  Committee  on  the  Ju- 
diciary. 

By  Mr.  GLENN: 
S.J.  Res.  421.  Joint  resolution  expressing 
the  sense  of  Congress  relative  to  bringing 
the  Department  of  Energy  defense  facilities 
into  compliance  with  applicable  environ- 
mental laws,  and  for  other  purposes:  to  the 
Committee  on  Environment  and  I*ublic 
Works. 


SUBMISSION  OF  CONCURRENT 
AND  SENATE  RESOLUTIONS 

The  following  resolutions  and 
Senate  resolutions  were  read,  and  re- 
ferred (or  acted  upon),  as  indicated: 

By  Mr.  HEINZ  (for  himself,  Mr.  Gore, 
Mr.   Dole,   Mr.   Burdick,   Mr.   Mel- 
CHER,    Mr.    Lautenberg,    Mrs.    Haw- 
kins, Mr.  Specter.  Mr,   Exon.  Mr. 
Dixon,  Mr.  Matsunaga.  Mr.  Glenn. 
Mr.  Simon,  Mr.  Chafee.  Mr.  Duren- 
berger.  Mr.  Inouye,  Mr.  Cranston. 
Mr.   Hecht,  Mr.   Hart.   Mr.   Kerry, 
Mr.    Humphrey,    Mr.    Warner.    Mr. 
Wilson,    Mr.    Cohen.    Mr.    McCon- 
nell.   Mr.    Bumpers,   Mr.   Stafford, 
Mr.      Abdnor,      Mr.      Trible,      Mr. 
Gorton,     Mr.      Riegle,      and     Mr. 
Pryori: 
S.  Con.  Res.  165.  Current  resolution  ex- 
pressing the  sense  of  Congress  in  opposition 
to  employment  discrimination  against  indi- 
viduals who  have,  or  have  had.  cancer  based 
on  such  individual's  cancer  history;  to  the 
Committee  on  Latwr  and  Human  Resources. 
By   Mr.   DOLE   (for   Mr.   Heinz)   (for 
himself,   Mr.   Gore,   Mr.   Dole,   Mr. 
BUROICK.  Mr.  Melcher,  Mr.  Lauten- 


berg,   Mrs.    Hawkins,   Mr.   Specter. 
Mr.  Exon,  Mr.  Dixon.  Mr.  Matsu- 
naga.  Mr.   Glenn,    Mr.   Simon.   Mr. 
Chafee.      Mr.      Durenberger,      Mr. 
Inouye,  Mr.  Cranston,  Mr.  Hecht, 
Mr.    Hart,    Mr.    Kerry,    Mr.    Hum- 
phrey,   Mr.    Warner,    Mr.    Wilson, 
Mr.    Cohen.    Mr.    McConnell,    Mr. 
Bumpers.  Mr.  Stafford.  Mr.  Abdnor, 
Mr.  Trible.  Mr.  Gorton,  Mr.  Riegle, 
and  Mr.  Pryor): 
S.  Con.   Res.    166.   Concurrent   resolution 
expressing  the  sense  of  Congress  in  opposi- 
tion to  employment  discrimination  against 
individuals  who  have,  or  have  had,  cancer 
based   in   such   individual's  cancer  history; 
considered  and  agreed  to. 


STATEMENTS  ON  INTRODUCED 
BILLS  AND  JOINT  RESOLUTIONS 

By  Mrs.  HAWKINS  (for  herself 
and  Mr.  D'Amato): 

S.  2881.  A  bill  to  terminate  United 
States  assistance  to  any  country  im 
porting  goods,  services,  or  products 
from  Cuba  unless  certain  conditions 
are  met:  to  the  Committee  on  Foreign 
Relations. 

restriction  of  united  states  aid  to 

countries  that  import  CUBAN  products 
•  Mrs.  HAWKINS.  Mr.  President,  I 
am  introducing  legislation  today  that 
will  make  it  clear  that  the  United 
States  has  reached  the  end  of  its  rope 
concerning  the  Cuban  Government's 
refusal  to  take  back  the  criminals  it 
thrust  upon  this  country  during  the 
Mariel  boatlift.  The  Immigration  and 
Naturalization  Service  reports  that 
there  are  over  6,000  Cubans  in  this 
country  who  are  excludable  under  our 
immigration  laws.  These  criminals  are 
not  petty  criminals.  They  are,  for  the 
most  part,  hardened,  violent  criminals 
who  have  perpetrated  some  of  the 
most  heinous  crimes  imaginable.  They 
are  a  threat  to  the  safety  and  well- 
being  of  our  local  communities  and 
they  should  be  returned  to  Cuba. 

My  colleagues  may  recall  that  the 
Government  of  Cuba  agreed  to  take 
back  these  criminals  in  December 
1984.  It  quickly  became  clear,  however, 
that  the  Cubans  intended  to  use  this 
agreement  as  leverage  against  us  to 
stop  the  Radio  Marti  Program.  The 
Cubans  unilaterally  broke  off  the 
agreement  in  May  of  1985.  Mr.  Presi- 
dent, it  is  the  Cuban  Government's  re- 
sponsibility to  take  back  these  crimi- 
nals unconditionally.  We  should  never 
submit  to  the  blackmail  represented 
by  the  Cuban  attempt  to  kill  Radio 
Marti.  This  Senator  was  not  prepared 
to  forsake  the  Cuban  people  by  silenc- 
ing the  voice  of  freedom  to  that  coun- 
try; fortunately,  neither  was  the  ad- 
ministration. The  Cuban  Govern- 
ment's decision  still  leaves  this  coun- 
try to  handle  the  threat  these  crimi- 
nals represent  to  our  society.  The  leg- 
islation I  am  introducing  represents  an 
attempt  to  address  this  threat. 

Mr.  President,  the  time  has  come  to 
make  it  clear  to  the  other  countries  of 
the  world  that  we  believe  thafe  Cuba's 


refusal  to  take  back  its  criminals  is  an 
affront  to  normal  standards  of  inter- 
national conduct.  The  legislation  I  am 
introducing  will  require  the  discon- 
tinuation of  foreign  aid  to  any  country 
that  imports  Cuban  goods.  This  legis- 
lation should  broaden  our  embargo 
against  Cuba  because  of  its  refusal  to 
take  back  the  criminals  it  dumped 
here.  The  provisions  of  this  legislation 
will  terminate  upon  the  return  of  the 
excludable  Cubans.  Maybe  the  Cubans 
will  start  to  understand  how  seriously 
we  take  this  issue  if  other  countries 
start  discontinuing  their  imports  of 
Cuban  goods.  Also,  this  approach 
should  make  it  clear  to  other  countries 
that  the  United  States  feels  we  should 
stand  together  in  confronting  the  vio- 
lation of  the  standards  of  internation- 
al behavior  represented  by  the  Cuban 
action.  These  countries  have  a  respon- 
sibility to  uphold  the  standards  of 
international  behavior  in  that  they 
benefit  from  the  protection  these 
standards  uphold.  I  am  sure  that  the 
legislation  I  am  introducing  will  en- 
courage these  countries  to  move  in  the 
direction  of  taking  a  stand  against;  the 
refusal  of  the  Cuban  Government  to 
take  back  the  Mariel  criminals. 

Mr.  President,  I  should  point  out 
that  two  foreign  aid  programs  are  not 
included  among  those  that  would  be 
withheld  from  a  country  if  it  imports 
Cuban  goods.  These  two  programs  are 
international  narcotics  control  assist- 
ance and  disaster  relief  assistance. 
Thus,  the  ongoing  effort  to  control  il- 
legal narcotics  at  the  source  and  the 
effort  to  bring  emergency  humanitari- 
an relief  to  those  afflicted  by  unfor- 
seen  disasters  will  not  be  interrupted. 

Mr.  President,  I  believe  that  this 
proposal  will  force  the  Cuban  Govern- 
ment to  redress  the  wrong  they  com- 
mitted during  the  Mariel  boatlift.  The 
American  people  are  tired  of  being 
made  the  victims  of  Fidel  Castro's  ma- 
nipulations. The  time  has  come  to 
remove  the  Mariel  criminals  from  our 
streets,  communities,  and  prisons. 

Finally,  I  want  to  thank  Senator 
D'Amato,  who  is  a  cosponsor  of  this 
measure,  for  his  unwavering  support 
in  the  effort  to  resolve  this  problem. 
His  efforts  have  been  tireless.  With 
this  proposal,  I  hope  that  we  can  put 
this  problem  behind  us.« 
•  Mr.  D'AMATO,  Mr.  President.  I  rise 
today  as  a  cosponsor  of  legislation  of- 
fered by  my  good  friend  and  colleague, 
the  junior  Senator  from  Florida.  This 
legislation  will  terminate  U.S.  assist- 
ance, under  certain  circumstances,  to 
any  nation  importing  goods,  services, 
or  products  from  Cuba.  We  propose 
this,  not  because  we  have  any  particu- 
lar quarrel  with  these  nations,  but  be- 
cause we  need  this  third-party  lever- 
age to  force  Cuba  to  live  up  to  its 
international  agreements.  One  of  the 
most  important  aspects  of  this  legisla- 
tion, therefore,  is  that  it  will  expire  as 
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soon  as  Cuba  keeps  its  word  and  takes 
back  those  Cubans  wl^io  entered  the 
United  States  during  the  1980  Mariel 
boatlift  and  are  excludable  or  deport- 
able under  United  States  immigration 
laws. 

Mr.  President,  I  commend  the  distin- 
guished Senator  from  Florida  for  pro- 
viding this  body  with  an  opportunity 
to  act  against  Cuban  intransigence  in 
this  area  by  applying  this  increased 
economic  pressure.  Fidel  Castro's 
Cuba,  as  a  surrogate  for  the  Soviet 
Union,  has  been  the  single  most  de- 
stabilizing factor  in  Central  and  South 
America.  As  Castro  seeks  to  spread 
Soviet  influence  form  its  bastion  in 
the  Caribbean,  democratic  nations  of 
Latin  America  and  around  the  world 
are  indirectly  assisting  his  efforts.  By 
importing  goods  and  services  from 
Cuba,  many  Western  nations  are  help- 
ing to  keep  Castro  afloat.  This  legisla- 
tion will  discourage  such  assistance  by 
denying  U.S.  aid  to  those  nations. 

It  makes  no  sense  for  the  United 
States  to  provide  aid  to  nations  that 
economically  support  Cuba,  a  nation 
with  which  we  have  broken  all  eco- 
nomic and  diplomatic  ties.  We  are  ba- 
sically undermining  our  own  foreign 
policy. 

Passage  of  this  legislation,  however, 
will  not  necessarily  mean  that  we  will 
end  up  cutting  off  vital  economic  aid 
to  those  friendly  nations  who  trade 
with  Cuba.  Instead,  Castro  has  every 
opportunity  to  preclude  the  necessity 
for  this  legislation  by  simply  accepting 
back  those  undersirable  Cubans  which 
were  boatlifted  to  United  States 
shores  in  1980.  He  had  agreed  to 
accept  the  very  same  Cubans  in  the 
past,  but  he  reneged.  This  legislation 
provides  further  incentive  to  accept 
those  undocumented  Cubans. 

Mr.  President,  it  is  time  that  our 
allies  understand  the  nature  of  our  re- 
lations with  Cuba.  Cuba  represents 
both  a  long  and  short-term  threat  to 
United  States  security  interests  in  this 
Hemisphere,  as  well  as  in  Africa.  Let 
us  not  forget  that  there  are  35,000 
Cuban  troops  and  advisers  in  Angola. 
Cuba  also  is  involved  in  illegal  arms 
and  drug  trafficking  in  the  region.  The 
United  States  must  do  more  to  limit 
Castro's  adventurism.  I  believe  this 
legislation  is  a  solid  step  in  this  direc- 
tion. 

Mr.  President,  I  urge  my  colleagues 
to  join  me  as  a  cosponsor  of  this  bill, 
and  I  ask  for  expeditious  review  of  this 
bill  before  the  99th  Congress  recess- 
es.* 


By  Mr.  D'AMATO: 
S.  2882.  A  bill  to  amend  the  National 
Housing  Act  to  provide  for  the  eligibil- 
ity of  certain  property  for  single 
family  mortgage  insurance;  to  the 
Committee  on  Banking,  Housing,  and 
Urban  Affairs. 


ELIGIBILITY  OF  CERTAIN  PROPERTY  FOR  SINGLE 
FAMILY  MORTGAGE  INSURANCE 

•  Mr.  D'AMATO.  Mr.  President.  I  rise 
today  to  introduce  legislation  to  cor- 
rect a  severe  mortgage  insurance  prob- 
lem that  a  small  city  in  upstate  New 
York  is  experiencing.  This  legislation 
would  enable  the  Federal  Housing  Ad- 
ministration, under  provisions  of  the 
National  Housing  Act,  to  insure  resi- 
dential mortgages  secured  by  property 
located  on  land  that  is  within  the  Alle- 
gany Reservation  of  the  Seneca  Indian 
Nation. 

The  location  of  the  city  of  Sala- 
manca is  the  cause  of  its  crisis.  Ap- 
proximately 85  percent  of  the  city  is 
located  within  the  Allegany  Reserva- 
tion of  the  Seneca  Nation  on  land 
which  is  subject  to  99-year  leases  due 
to  expire  in  1991.  Under  special  acts  of 
Congress,  these  leases  were  ratified  in 
1892. 

Although  negotiations  have  been  in 
progress  for  the  last  10  years,  a  viable 
resolution  of  the  impending  termina- 
tion of  the  leases  has  not  yet  been 
reached.  As  a  result  of  the  uncertain 
renewal,  renegotiation,  or  other  rea- 
sonable solutions,  the  city  has  experi- 
enced extreme  economic  hardships,  in- 
cluding the  flight  of  existing  business- 
es, the  inability  to  attract  new  eco- 
nomic development,  and  a  diminished 
tax  base.  As  of  January  1,  1985,  local 
lending  institutions  have  refused  to 
make  any  loans  to  Salamanca  beyond 
a  5-year  period.  The  inability  to  obtain 
residential  mortgages  has  created  a 
stagnant  real  estate  market  halting 
the  buying  and  selling  of  residential 
properties. 

The  legislation  I  am  offering  today 
would  be  a  much  needed  boost  for  this 
city.  FHA  insurance  would  get  the  real 
estate  market  moving.  It  would  pro- 
vide hope  for  the  residents  of  the  city 
of  Salamanca. 

Mr.  President,  this  is  not  a  contro- 
versial bill,  but  it  is  an  important  one. 
Passage  of  this  legislation  would  send 
a  strong  message  to  the  city  of  Sala- 
manca demonstrating  the  U.S.  Con- 
gress' concern  and  its  willingness  to 
assist  this  small  city.  I  urge  my  col- 
leagues to  adopt  this  legislation  expe- 
ditiously, and  I  ask  unanimous  consent 
that  the  full  text  of  this  legislation, 
which  is  identical  to  H.R.  5564  which 
will  soon  pass  in  the  House,  be  printed 
in  the  Record  at  the  conclusion  of  my 
remarks. 

There  being  no  objection,  the  bill 
was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2882 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  sec- 
tion 203  of  the  National  Housing  Act  is 
amended  by  adding  at  the  end  the  following 
new  subsection: 

"(q)(l)  Notwithstanding  any  other  provi- 
sion of  this  section  or  any  other  section  of 
this  title,  the  Secretary  may  insure  and 
commit  to  insure,  under  subsection  (b)  as 


modified  by  this  subsection,  any  mortgage 
secured  by  property  located  on  land  that— 

■•(A)  is  within  the  Allegany  Reservation  of 
the  Seneca  Nation  of  New  York  Indians: 
and 

•■(B)  is  subject  to  a  lease  entered  into  for  a 
term  of  99  years  pursuant  to  the  Act  of  Feb- 
ruary 19.  1875  (Chapter  90:  18  Stat.  330)  and 
the  Act  of  September  30.  1890  (Chapter 
1132;  26  Stat.  558). 

"(2)  A  mortgage  shall  be  eligible  for  insur- 
ance under  subsection  (b)  as  modified  by 
this  subsection  without  regard  to  limitations 
in  this  title  relating  to  marketability  of  title 
or  any  other  statutory  restriction  that  the 
Secretary  determines  is  contrary  to  the  pur- 
pose of  this  subsection. 

"(3)  The  Secretary,  in  connection  with 
any  mortgage  insured  under  subsection  (b) 
as  modified  by  this  subsection,  shall  have  all 
statutory  powers,  authority,  and  responsibil- 
ities that  the  Secretary  has  with  respect  to 
other  mortgages  insured  under  subsection 
(b),  except  that  the  Secretary  may  modify 
such  powers,  authority,  or  responsibilities  if 
the  Secretary  determines  such  action  to  be 
necessary  because  of  the  special  nature  of 
the  mortgage  involved. 

•■(4)  Notwithstanding  section  202.  the  in- 
surance of  a  mortgage  under  subsection  (b) 
as  modified  by  this  subsection  shall  be  the 
obligation  of  the  Special  Risk  Insurance 
Fund  created  in  section  238. ".• 


By  Mr.  EXON  (for  himself.  Mr. 
ZoRiNSKY,  and  Mr.  Eagleton): 
S.  2883.  A  bill  to  eliminate  a  certain 
Federal   Energy  Regulatory  Commis- 
sion rule;  to  the  Committee  on  Energy 
and  Natural  Resources. 

OVERTURNING  FERC  RULE  4  S  I 

Mr.  EXON.  Mr.  President,  earlier 
this  year  the  Federal  Energy  Regula- 
tory Commission  approved  what  is 
known  as  FERC  order  451.  This  order 
raises  the  just-and-reasonable  price 
which  producers  of  natural  gas  can 
charge  for  old  gas.  Today  I  am  intro- 
ducing legislation  to  overturn  that 
order. 

FERC  order  451  troubles  me  both 
because  the  policy  embodied  in  the 
rule  is  questionable  and  because  the 
Commission  has  sought  to  accomplish 
through  the  regulatory  process  what 
Congress  has  refused  to  do  legislative- 
ly. 

In  1978,  Congress  explicitly  decided 
not  to  decontrol  old  natural  gas.  Since 
then,  there  have  been  repeated  efforts 
to  reverse  this  policy.  On  each  occa- 
sion. Congress  has  reaffirmed  its  origi- 
nal decision  against  decontrol.  As  re- 
cently as  1983,  the  Senate  voted  67  to 
28  against  a  bill  decontrolling  old  nat- 
ural gas.  Seen  in  this  light,  adoption 
or  order  451  represents  a  flagrant 
abuse  of  regulatory  discretion. 

The  arrogance  of  the  administration 
and  the  Commission  in  this  area  was 
highlighted  in  a  February  6.  1986.  As- 
sociated Press  article.  According  to  the 
article,  one  FERC  Commissioner 
warned  industry  lobbyists  to  pay  at- 
tention to  administration  efforts  to 
bypass  Congress  and  administratively 
raise  Federal  price  ceilings  on  some 
supplies. 
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Incredibly,  the  rule  which  the  Com- 
mission approved  could  permit  old  gas 
prices  to  soar  as  high  as  $2.57  per 
thousand  cubic  feet,  while  the  current 
spot  market  price  for  new  gas  ranges 
anywhere  from  $1.40  to  $2  per  thou- 
sand cubic  feet.  In  short,  the  proposal 
would  raise  the  ceiling  price  of  old  gas 
to  a  level  in  excess  of  those  prevailing 
in  the  market  today. 

The  rule  will  likely  transfer  billions 
of  dollars  from  consumers,  including 
farmers,  small  businessmen,  and 
homeowners  to  the  major  producing 
companies  who  own  the  vast  majority 
of  old  gas  reserves.  This  backdoor  ap- 
proach to  old  gas  decontrol  could 
easily  amount  to  an  increase  of  $85  per 
year  for  many  natural  gas  users.  That 
may  not  sound  like  a  large  increase  to 
some,  but  to  a  majority  of  those  who 
must  live  with  higher  priced  gas,  the 
burden  could  be  quite  heavy. 

I  repeat,  Mr.  President.  If  this  FERC 
order  is  implemented  and  allowed  to 
stand,  there  will  be  a  large-scale  trans- 
fer of  money  from  consumers  to  the 
big  oil  companies  and  other  energy 
companies.  Nebraska  farmers  and 
ranchers  cannot  afford  to  pay  it  and 
neither  can  millions  of  households  and 
businesses  across  America.  Further- 
more, they  should  not  have  to  pay  for 
it. 

Although  it  is  late  in  this  session  of 
Congress,  there  is  still  time  to  over- 
turn this  FERC  order  which  is  a  bla- 
tant abuse  of  regulatory  power  and  a 
snub  of  Congress  and  the  American 
people. 

There  being  no  objection,  the  mate- 
rial was  ordered  to  be  printed  in  the 
Record,  as  follows: 

S.  2883 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled. 

Section  1.  This  Act  may  be  cited  as  the 
"Natural  Gas  Consumer  Protection  Act  of 
1986." 

Sec.  2.  The  Federal  Energy  Regulatory 
Commission  shall  not  implement  provisions 
of  FERC  order  451. 

[Prom  the  Omaha  World  Herald.  Feb.  6, 
19861 
Commissioner;  Efforts  To  Raise  Natural- 
Gas  Price  Ceiling  Continue 

Washington.— A  government  regulator  re- 
sponsible for  controlling  natural  gas  prices 
told  industry  lobbyists  to  pay  attention  to 
Reagan  administration  efforts  to  bypass 
Congress  and  administratively  raise  federal 
price  ceilings  on  some  supplies. 

Charles  Trabandt.  one  of  four  members  of 
the  Federal  Energy  Regulatory  Commis- 
sion, said  the  congressional  climate  for  to- 
tally decontrolling  gas  prices  is  not  favor- 
able. 

But  Trabandt  told  gas  industry  represent- 
atives they  should  take  seriously  the  admin- 
istration's efforts  to  accomplish  much  the 
same  results  by  allowing  the  prices  of  all 
"old"  supplies  to  rise  to  the  ceiling  price  for 
the  most  expensive  categories. 

The  administration's  legislative  and  ad- 
ministrative decontrol  strategies  are  not 
mutually    exclusive.    Trabandt    said    in    a 


speech  before  the  Natural  Gas  Roundtable. 
an  organization  composed  primarily  of  gas 
industry  lobbyists. 

Energy  Secretary  John  Herrington  filed  a 
formal  rulemaking  proposal  in  November 
that  would  require  the  commission  to  con- 
sider 'de-vintaging"  the  40  percent  of  the 
nation's  "old"  gas  drilled  prior  to  1978  and 
still  under  price  controls.  This  would  put  all 
"old"  gas  in  the  most  expensive  category. 

At  the  same  time.  Herrington  said  the  ad- 
ministration again  this  year  would  ask  Con- 
gress to  remove  those  controls  entirely.  A 
similar  legislative  effort  was  overwhelming- 
ly defeated  in  1983. 

Under  the  current  partial  controls,  gas 
drilled  since  1978  has  no  federal  price  ceil- 
ings. The  "old"  gas  is  divided  into  several  ca- 
tegories, with  ceilings  ramping  from  about 
78  cents  to  $1.60  per  1.000  cubic  feet. 

Spot-market  prices  for  uncontrolled  gas 
have  fallen  in  recent  years  and  in  some 
parts  of  the  country  are  now  below  $2. 


By  Mr.  GOLDWATER: 
S.J.  Res.  420.  A  joint  resolution  to 
commemorate   January    28,    1987,    as 
■National  Day  of  Excellence  ";  to  the 
Committee  on  the  Judiciary. 

"NATIONAL  DAY  OF  EXCELLENCE" 

•  Mr.  GOLDWATER.  Mr.  President.  I 
am  very  pleased  to  introduce  a  Senate 
joint  resolution  to  authorize  the  Presi- 
dent to  issue  a  proclamation  designat- 
ing January  28,  1987.  as  a  'National 
Day  of  Excellence  "  to  honor  the  crew 
of  the  space  shuttle  Challenger.  Last 
week,  the  House  passed  by  unanimous 
consent  House  Joint  Resolution  588  by 
Representative  Jim  Kolbe. 

This  joint  resolution  challenges 
Americans  to  rededicate  themselves  to 
strive  for  the  highest  standard  possi- 
ble, no  matter  the  endeavor.  By  dedi- 
cating ourselves  to  a  day  of  excellence 
at  work,  home,  school,  and  in  leisure 
activities,  we  will  honor  their  memory 
in  a  tangible  and  a  meaningful 
manner.  Let  us  remember  the  dedicat- 
ed lives  of  the  Challenger  crew  by 
striving  to  attain  levels  of  excellence 
previously  felt  unattainable.  In  this 
regard,  it  is  very  fitting  that  a  school- 
teacher of  the  handicapped  in  Tucson, 
AZ,  Ed  McDonald,  initiated  this  pro- 
posal. Certainly,  Mr.  McDonald  must 
see  every  day  the  striving  to  overcome 
handicaps  which  make  simple  tasks 
overwhelming  challenges  for  his  stu- 
dents. 

Now.  I  am  certain  we  have  all  wres- 
tled over  the  past  months  on  how  we 
can  honor  these  brave  Americans.  It  is 
my  firm  belief  this  resolution  is  a  fit- 
ting testimony  to  their  dedication  and 
memory.  This  day  will  not  be  a  holi- 
day, but  a  day  devoted  to  achieving 
the  best  possible  results  in  each  and 
every  endeavor  undertaken.  The  pur- 
suit of  excellence  is  what  has  made 
America  great  and  will  allow  future 
generations  to  lead  full  and  free  lives. 

Let  us  remember  the  crew  of  the 
Challenger  by  making  a  silent  pledge 
to  settle  for  nothing  less  than  the  very 
best  from  ourselves  on  the  'National 
Day  of  Excellence."  January  28. 
I987.* 


By  Mr.  GLENN: 
S.J.  Res.  421.  Joint  resolution  ex- 
pressing the  sense  of  Congress  relative 
to  bringing  the  Department  of  Energy 
defense  facilities  into  compliance  with 
applicable  environmental  laws,  and  for 
other  purposes;  to  the  Committee  on 
Environment  and  Public  Works. 

DEPARTMENT  OF  ENERGY  DEFENSE  FACILITY 
COMPLIANCE  WITH  APPLICABLE  ENVIRONMEN- 
TAL LAWS 

•  Mr.  GLENN.  Mr.  President,  on  April 
15,  1985,  following  my  own  prelimi- 
nary investigation  of  the  situation  at 
the  Feed  Materials  Production  Center 
at  Fernald,  OH,  I  asked  the  General 
Accounting  Office  [GAO]— the  investi- 
gative arm  of  Congress— to  review  the 
Department  of  Energy's  management 
of  its  responsibilities  in  the  areas  of 
environment,  safety,  and  health  at 
DOE  nuclear  plants  around  the 
Nation. 

My  request  has  resulted  in  four 
recent  reports  by  GAO.  Two  of  them 
focused  on  the  problems  at  Ohio  facili- 
ties; one  dealt  with  the  status  of 
DOE'S  initiatives  to  strengthen  envi- 
ronment, safety,  and  health  activities; 
and  the  most  recent  one  documented 
deficiencies  in  the  process  and  sub- 
stance of  DOE'S  Safety  Analysis  Re- 
views of  its  nuclear  facilities. 

Yesterday.  I  released  the  latest 
report  in  this  series.  It  surveys  the 
extent  of  soil  and  ground  water  con- 
tamination at  nine  DOE  defense  facili- 
ties located  at  seven  sites  around  the 
Nation.  And  the  facts  revealed  in  this 
report  are  both  shocking  and  frighten- 
ing. 

Specifically,  eight  out  of  the  nine  fa- 
cilities surveyed  have  contaminated 
ground  water  with  hazardous  and/or 
radioactive  materials.  At  the  fuel  fab- 
rication plant  in  South  Carolina,  sol- 
vents in  ground  water  have  been  found 
at  levels  over  30,000  times  the  pro- 
posed drinking  water  standards.  Stron- 
tium 90  has  been  detected  in  ground 
water  at  the  N-reactor  site  in  Wash- 
ington State  at  levels  over  400  times 
higher  than  the  drinking  water  stand- 
ards. 

At  the  Y-12  plant  in  Tennessee,  sol- 
vents and  nitrates  in  ground  water 
have  each  been  detected  at  levels  over 
1,000  times  more  than  the  proposed 
drinking  water  standards,  mercury  has 
been  detected  at  levels  500  times  the 
drinking  water  standard;  arsenic  levels 
are  60  times  the  drinking  water  stand- 
ards; and  chromium  levels  are  over  30 
times  the  standards. 

And  that's  not  all.  Six  of  the  nine 
DOE  facilities  have  produced  soil  con- 
tamination in  unexpected  areas,  in- 
cluding offsite  locations.  This  includes 
the  Y-12  plant  at  Oak  Ridge  where 
mercury  contamination  of  an  offsite 
creekbed  and  its  floodplain  is,  in  some 
locations,  greater  than  2,000  times  the 
background  levels  and  more  than  150 
times  greater  than   guidelines  estab- 
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lished  by  the  State  of  Tennessee  to 
protect  public  health. 

At  the  Pernald  plant  in  Ohio,  urani- 
um contamination  of  the  soil  is  in 
some  places  more  than  10  times  back- 
ground levels.  And  at  Ohio's  Mound 
Laboratory  facility,  plutonium  levels 
are  as  much  as  100  times  the  back- 
ground levels. 

What  these  figures  show  is  that  the 
Department  of  Energy  and  its  prede- 
cessors have  been  carrying  out  their 
mission  to  produce  nuclear  weapons 
with  an  attitude  of  neglect  bordering 
on  contempt  for  environmental  protec- 
tion. What  they've  said,  in  effect,  is 
"we're  going  to  build  bombs— and  the 
environment  be  damned." 

In  so  doing,  they  have  created  a  situ- 
ation that  potentially  threatens  the 
health  of  large  numbers  of  Americans. 
And  their  actions  are  going  to  force 
the  United  States  to  spend  hundreds 
of  millions  of  dollars— perhaps  even 
billions  of  dollars— to  clean  up  their 
mess. 

Although  DOE  has  recently  initiated 
a  number  of  actions  to  improve  its  per- 
formance on  environmental,  safety, 
and  health  matters,  I  believe  it  is  too 
little,  too  late.  In  my  judgment,  we 
simply  can  no  longer  tolerate  the  self- 
regulation  that  the  agency  has  prac- 
ticed since  the  beginning  of  the  nucle- 
ar age. 

And  that's  exactly  why  I  introduced 
a  bill  last  year  to  give  the  Environ- 
mental Protection  Agency  complete 
jurisdiction  over  the  regulation  of  all 
mixed  waste  at  DOE  facilities— except 
for  mixed  waste  containing  negligible 
quantities  of  nonradioactive  hazardous 
materials. 

Unfortunately,  my  bill  has  gone  no- 
where. It's  still  bottled  up  in  commit- 
tee, while  these  DOE  facilities  contin- 
ue to  poison  our  soil  and  ground 
water.  Frankly,  I  don't  know  what  the 
problem  is. 

But  there's  one  thing  I  do  know.  I 
know  we  better  wake  up  in  this  coun- 
try; we  better  wake  up  before  its  too 
late  and  we  find  ourselves  with  an  en- 
vironmental disaster  that  makes  the 
Chernobyl  accident  look  tame. 

So  today  I  am  again  calling  on  my 
colleagues  in  the  Congress  to  pass  my 
legislation.  Now  I  realize  that  Con- 
gress is  unlikely  to  do  so  before  we  ad- 
journ early  next  month.  But  in  my 
judgment,  the  problem  is  serious 
enough  that  we  cannot  afford  to  sit 
around  and  do  nothing  until  a  new 
Congress  is  sworn  in  next  January. 

Accordingly,  I  rise  to  introduce  a 
Senate  joint  resolution  urgirg  the  Sec- 
retary of  Energy  to  do  five  things. 

First,  to  give  environmental  protec- 
tion equal  priority  with  weapons  pro- 
duction at  all  DOE  facilities. 

Second,  to  provide  for  independent 
inspections  of  these  facilities,  focusing 
on  the  storage,  treatment,  and  dispos- 
al of  any  mixed  wastes  at  DOE  sites. 
These   inspections  should   be   carried 


out  by  agencies  of  the  States  in  which 
the  plants  are  located. 

Third,  my  joint  resolution  will  urge 
the  Secretary  to  provide  for  independ- 
ent examination  by  the  Nuclear  Regu- 
latory Commission  of  his  Depart- 
ment's 'Safety  Analysis  Reviews"  of 
its  nuclear  plants. 

And  fourth,  my  joint  resolution  will 
ask  the  Secretary  to  provide  Congress 
with  a  report  detailing  his  Depart- 
ment's plans,  milestones,  and  cost  esti- 
mates for  bringing  these  facilities  into 
compliance  with  all  applicable  envi- 
ronmental laws. 

Finally,  and  this  is  by  far  the  most 
important  point  of  all,  my  joint  resolu- 
tion will  urge  the  President  to  include 
adequate  funds  for  the  cleanup  of 
these  sites  in  his  1988  budget.  That 
budget  is  now  in  preparation— and  the 
money  necessary  for  cleanup  should 
be  included  now— instead  of  forcing  us 
to  try  and  add  it  to  the  budget  later. 

There  is  no  doubt  that  the  cost  of 
cleaning  up  these  plants  will  be  high. 
But  the  cost  of  doing  nothing  will  be 
even  higher.  After  all,  what  good  does 
it  do  to  protect  ourselves  from  the  So- 
viets by  building  nuclear  weapons  if 
we  poison  our  own  people  in  the  proc- 
ess? 

This  is  no  time  for  tradeoffs.  We 
must  produce  the  nuclear  weapons  we 
need— but  we  must  also  protect  the 
health  of  our  people.  And  to  protect 
their  health,  we  must  clean  up  these 
sites;  not  clean  them  up  "if,"  not  clean 
them  up  "but,"  and  not  clean  them  up 
"maybe"  or  "somebody."  We  must 
clean  them  up— period.  And  we  should 
start  today.* 


ADDITIONAL  COSPONSORS 

S.  519 

At  the  request  of  Mr.  Evans,  the 
names  of  the  Senator  from  Massachu- 
setts [Mr.  Kennedy],  and  the  Senator 
from  New  York  [Mr.  Moynihan]  were 
added  as  cosponsors  of  S.  519,  a  bill  to 
require  a  study  of  the  compensation 
and  related  systems  in  executive  agen- 
cies, and  for  other  purposes. 

S.  1026 

At  the  request  of  Mr.  Pressler,  the 
names  of  the  Senator  from  New 
Mexico  [Mr.  Bingaman],  and  the  Sena- 
tor from  South  Dakota  [Mr.  Abdnor] 
were  added  as  cosponsors  of  S.  1026,  a 
bill  to  direct  the  cooperation  of  certain 
Federal  entities  in  the  implementation 
of  the  Continental  Scientific  Drilling 
Program. 

S.  2454 

At  the  request  of  Mr.  Murkowski, 
the  names  of  the  Senator  from  Con- 
necticut [Mr.  DoDD],  the  Senator  from 
South  Dakota  [Mr.  Pressler],  and  the 
Senator  from  Rhode  Island  [Mr. 
Chafee]  were  added  as  cosponsors  of 
S.  2454,  a  bill  to  repeal  section  1631  of 
the  Department  of  Defense  Authoriza- 
tion Act,  1985,  relating  to  the  liability 
of  Government  contractors  for  inju- 


ries or  losses  of  property  arising  out  of 
certain  atomic  weapons  testing  pro- 
grams, and  for  other  purposes. 

S.  2734 

At  the  request  of  Mr.  Mathias,  the 
name  of  the  Senator  from  Pennsylva- 
nia [Mr.  Specter]  was  added  as  a  co- 
sponsor  of  S.  2734,  a  bill  to  amend 
chapter  83  of  title  5,  United  States 
Code,  to  provide  civil  service  retire- 
ment credit  for  service  performed 
under  the  Railroad  Retirement  Act, 
and  for  other  purposes. 

S.  2770 

At  the  request  of  Mr.  Exon,  his 
name  was  withdrawn  as  a  cosponsor  of 
S.  2770,  a  bill  to  amend  the  Farm 
Credit  Act  of  1971  to  provide  the  op- 
portunity for  competitive  interest 
rates  for  the  farmer,  rancher,  and  co- 
operative borrowers  of  the  Farm 
Credit  System,  and  for  other  purposes. 

S.  2781 

At  the  request  of  Mr.  Evans,  the 
names  of  the  Senator  from  California 
[Mr.  Wilson],  the  Senator  .  from 
Michigan  [Mr.  Levin],  and  the  Sena- 
tor from  Florida  [Mrs.  Hawkins]  were 
added  as  cosponsors  of  S.  2781,  a  bill 
to  amend  the  Energy  Policy  and  Con- 
servation Act  with  respect  to  energy 
conservation  standards  for  appliances. 

S.  2835 

At  the  request  of  Mr.  Bingaman.  the 
name  of  the  Senator  from  Texas  [Mr. 
Bentsen]  was  added  as  a  cosponsor  of 
S.  2835,  a  bill  to  establish  literacy  pro- 
grams for  individuals  of  limited  Eng- 
lish proficiency. 

S.  2840 

At  the  request  of  Mr.  Stafford,  the 
name  of  the  Senator  from  Massachu- 
setts [Mr.  Kennedy]  was  added  as  a 
cosponsor  of  S.  2840,  a  bill  entitled  the 
"Superfund  Amendments  and  Reau- 
thorization Act  of  1986." 

S.  2878 

At  the  request  of  Mr.  Heinz,  his 
name  was  added  as  a  cosponsor  of  S. 
2878,  a  bill  to  strengthen  the  laws 
against  illegal  drugs,  and  for  other 
purposes. 

At  the  request  of  Mr.  Zorinsky,  his 
name  was  added  as  a  cosponsor  of  S. 
2878.  supra. 

At  the  request  of  Mr.  Mattingly,  his 
name  was  added  as  a  cosponsor  of  S. 
2878,  supra. 

At  the  request  of  Mrs.  Hawkins,  the 
names  of  the  Senator  from  Nevada 
[Mr.  Laxalt].  and  the  Senator  from 
Alaska  [Mr.  Murkowski]  were  added 
as  cosponsors  of  S.  2878.  supra. 

At  the  request  of  Mr.  Bentsen,  his 
name  was  added  as  a  cosponsor  of  S. 
2878,  supra. 

SENATE  JOINT  RESOLUTION  359 

At  the  request  of  Mr.  Nickles,  the 
name  of  the  Senator  from  Rhode 
Island  [Mr.  Chafee]  was  added  as  a  co- 
sponsor  of  Senate  Joint  Resolution 
359,  a  joint  resolution  to  designate 
March  17,  1987.  as  "National  China- 
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Burma-India      Veterans      Association 
Day." 

SENATE  JOINT  RESOLUTION  4  1  8 

At  the  request  of  Mr.  Bradley,  the 
name  of  the  Senator  from  Mississippi 
[Mr.  Cochran]  was  added  as  a  cospon- 
sor  of  Senate  Joint  Resolution  418,  a 
joint  resolution  to  designate  February 
4,  1987,  as  "National  Women  in  Sports 
Day." 

At  the  request  of  Mr.  Packwood.  the 
names  of  the  Senator  from  Maine  [Mr. 
Cohen],  the  Senator  from  Tennessee 
[Mr.  Gore],  the  Senator  from  Arkan- 
sas [Mr.  Pryor],  the  Senator  from 
Alaska  [Mr.  Stevens],  the  Senator 
from  Nebraska  [Mr.  Zorinsky],  the 
Senator  from  Nevada  [Mr.  Laxalt], 
and  the  Senator  from  Montana  [Mr. 
Melcher]  were  added  as  cosponsors  of 
Senate  Joint  Resolution  418,  supra. 

SENATE  JOINT  RESOLUTION  419 

At  the  request  of  Mr.  DAmato,  his 
name  was  added  as  a  cosponsor  of 
Senate  Joint  Resolution  419,  a  joint 
resolution  to  designate  December  11, 
1986  as  "National  SEEK  and  College 
Discovery  Day." 

SENATE  CONCURENT  RESOLUTION  121 

At  the  request  of  Mr.  Kennedy,  the 
name  of  the  Senator  from  California 
[Mr.  Cranston]  was  added  as  a  co- 
sponsor  of  Senate  Concurrent  Resolu- 
tion 121,  a  concurrent  resolution  ex- 
pressing the  sense  of  the  Congress 
concerning  representative  government, 
political  parties,  and  freedom  of  ex- 
pression on  Taiwan. 

SENATE  CONCURRENT  RESOLUTION  130 

At  the  request  of  Mr.  Hollings,  the 
names  of  the  Senator  from  Massachu- 
setts [Mr.  Kennedy],  the  Senator  from 
New  Jersey  [Mr.  Bradley],  the  Sena- 
tor from  Kansas  [Mrs.  Kassebaum], 
the  Senator  from  South  Dakota  [Mr. 
Pressler],  the  Senator  from  Maryland 
[Mr.  Sarbanes],  and  the  Senator  from 
Louisiana  [Mr.  Johnston]  were  added 
as  cosponsors  of  Senate  Concurrent 
Resolution  130,  a  concurrent  resolu- 
tion to  recognize  the  visit  by  the  de- 
scendants of  the  original  settlers  of 
Purrysburg,  South  Carolina,  to  Neuf- 
chatel.  Switzerland,  in  October  of  1986 
as  an  international  gesture  of  good- 
will. 

SENATE  CONCURRENT  RESOLUTION  154 

At  the  request  of  Mr.  D'Amato,  the 
name  of  the  Senator  from  Hawaii  [Mr. 
Inouye]  was  added  as  a  cosponsor  of 
Senate  Concurrent  Resolution  154,  a 
concurrent  resolution  concerning  the 
Soviet  Union's  persecution  of  members 
of  the  Ukrainian  and  other  public  Hel- 
sinki Monitoring  Groups. 

SENATE  RESOLUTION  4  64 

At  the  request  of  Mr.  Roth,  the 
name  of  the  Senator  from  Ohio  [Mr. 
Metzenbauh]  was  added  as  a  cospon- 
sor of  Senate  Resolution  464.  a  resolu- 
tion to  designate  October  1986  as 
"Crack/Cocaine  Awareness  Month." 


SENATE  CONCURRENT  RESOLU- 
TION 165-RELATING  TO  EM- 
PLOYMENT DISCRIMINATION 
BASED  ON  AN  INDIVIDUALS 
CANCER  HISTORY 

Mr.  HEINZ  (for  himself,  Mr.  Gore, 
Mr.  Dole,  Mr.  Burdick,  Mr.  Melcher, 
Mr.  Lautenberg,  Mrs.  Hawkins,  Mr. 
Specter,  Mr.  Exon,  Mr.  Dixon,  Mr. 
Matsunaga,  Mr.  Glenn,  Mr.  Simon, 
Mr.  Chafee,  Mr.  Durenberger,  Mr. 
Inouye,  Mr.  Cranston,  Mr.  Hecht,  Mr. 
Hart,  Mr.  Kerry,  Mr.  Humphrey,  Mr. 
Warner,  Mr.  Wilson,  Mr.  Cohen.  Mr. 
McCoNNELL,  Mr.  Bumpers,  Mr.  Staf- 
ford, Mr.  Abdnor,  Mr.  Trible,  Mr. 
Gorton,  Mr.  Riegle.  and  Mr.  Pryor) 
submitted  the  following  concurrent 
resolution;  which  was  referred  to  the 
Committee  on  Labor  and  Human  Re- 
sources: 

S.  Con.  Res.  165 

Whereas  there  are  more  than  five  million 
Americans  in  our  Nation  with  a  cancer  his- 
tory and  an  estimated  one  million  of  them 
face  the  terrible  injustice  of  employment 
discrimination: 

Whereas  one  out  of  every  two  individuals 
now  diagnosed  as  having  cancer  is  cured, 
and  as  a  result,  the  number  of  survivors  will 
continue  to  dramatically  increa.se: 

Whereas  employment  discrimination 
against  cancer  survivors  ranges  from  job 
denial  to  wage  reduction,  exclusion  from 
and  reduction  in  benefits,  promotion  denial, 
and  in  some  cases  outright  dismissal:  and 

Whereas  we  must  permit,  and  encourage, 
cancer  survivors  to  remain  fully  integrated 
and  productive  members  of  society:  Now, 
therefore,  be  it 

Resolved  by  the  Senate  >the  Housi  of  Rep- 
resentatives concurringi.  That  it  is  the 
sense  of  the  Congress  that  the  Congress— 

( 1 )  opposes  employment  discrimination 
against  individuals  who  have,  or  have  had, 
cancer  based  on  such  individual's  cancer  his- 
tory, and 

(2)  urges  that  such  individuals  receive  fair 
and  equal  treatment  in  the  workplace. 

Mr.  HEINZ.  Mr.  President,  I  rise 
today  to  bring  to  the  attention  of  this 
body  what  I  consider  to  be  a  very  im- 
portant health  and  human  rights  issue 
in  this  country.  It  has  to  do  with 
cancer.  We  all  know  that  cancer  still 
ranks  as  this  Nation's  number  two 
killer  but  great  strides  in  medical  sci- 
ence have  evened  the  race  for  cancer 
survival. 

Today  there  are  over  some  5  million 
Americans  who  fought  the  battle  for 
life  and  they  have  won  and  they  are  in 
the  process  of  reclaiming  their  places 
in  communities  and  work  places.  But, 
Mr.  President,  at  the  same  time,  fully 
one  in  five  of  these  survivors  will  find 
it  easier  to  bet  the  odds  against  cancer 
than  bet  the  prejudice  they  are  going 
to  find  back  at  work. 

Recently,  I  have  been  shocked  to 
learn  of  men  and  women  in  my  own 
State  of  Pennsylvania  whose  very  cure 
became  a  curse  in  the  hands  of  their 
employers. 

Let  me  give  you  two  examples  and 
they  are  real  ones.  The  first  is  the  case 
of  Jim  Coopman,  who  rose  through 


the  ranks  of  a  steel  company  to 
become  president.  But  when  he  re- 
turned to  work  after  recovering  from 
pancreatic  cancer,  instead  of  a  warm 
welcome,  he  was  told  his  physical  con- 
dition made  him  "unable  to  perform 
his  essential  functions  as  President." 

Despite  three  doctors'  statements  to 
the  contrary,  he  was  given  the  choice: 
be  demoted  or  be  discharged.  The  re- 
wards of  his  previous  successes  were 
laid  waste  for  the  sole  reason  that  he 
had  survived  cancer. 

Take  a  second  example: 

When  Chester  County  resident  Alma 
Steinmetz  discovered  she  needed 
breast  cancer  surgery,  at  that  time  her 
employer  reassured  her  she  would 
always  have  a  job  with  us. 

After  only  a  month  away,  the  recep- 
tionist—that was  her  job— returned  to 
work  only  to  be  told  that  the  schedule 
was  booked.  There  was  no  place  for 
her.  Alma  only  got  her  job  back  2 
months  later  when  her  employer 
found  out  that  she  had  filed  a  com- 
plaint against  him  with  the  State 
Human  Relations  Commission  in 
Pennsylvania. 

Once  back  at  work,  however,  she  suf- 
fered constant  harassment  that  prom- 
ised to  continue  unless  she  dropped 
her  complaint.  Alma,  now  unem- 
ployed, awaits  a  decision  on  her  case. 
She  did  not  decide  to  drop  it. 

The  cases  of  Jim  and  Alma  are  not 
unique.  Workers  are  shunned,  shuf- 
fled, demoted,  demoralized,  denied 
raises  and  respect,  even  forced  to  use 
disposable  writing  instruments  such  as 
pencils  instead  of  pens— all  because 
they  are  cancer  survivors. 

A  recent  study  completed  at  the  Uni- 
versity of  Southern  California  found 
that  more  than  half  of  cancer  patients 
in  white-collar  jobs,  and  84  percent  of 
those  in  blue-collar  occupations,  suf- 
fered some  kind  of  employment  dis- 
crimination when  they  returned  to 
work. 

Mr.  President,  such  cases  shame  this 
Nation.  They  tarnish  the  pride  we 
should  have  in  our  progress  toward  de- 
feating cancer.  Ability— ability  to  do 
the  job,  and  only  that— should  be  the 
sole  measure  by  which  we  are  judged 
and  by  which  people  are  judged  for 
employment.  It  should  not  be  their 
medical  history. 

Today,  I  ask  that  we  join  our  col- 
leagues in  the  House  and  pass  a  reso- 
lution that  I  hope  we  will  call  up  later 
today  which  clearly  places  Congress 
on  record  against  employment  discrim- 
ination based  on  an  individual's  cancer 
history.  Let  us  apply  the  same  deter- 
mination we  have  applied  to  eradicat- 
ing cancer  cells  in  the  healthy  body  to 
eradicating  such  painful  prejudice  and 
malignant  Jiscrimination  against 
cancer  survivors. 

I  am  pleased  to  say,  Mr.  President, 
that  31  Members  of  the  Senate  have 
joined  me  as  original  cosponsors  of 
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this  resolution.  I  do  hope  the  Senate 
will  call  it  up  today.  I  think  we  will. 
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SENATE  CONCURRENT  RESOLU- 
TION 166-RELATING  TO  EM- 
PLOYMENT DISCRIMINATION 
BASED  ON  AN  INDIVIDUAL'S 
CANCER  HISTORY 

Mr.  DOLE  (for  Mr.  Heinz,  for  him- 
self, Mr.  Gore,  Mr.  Burdick,  Mr.  Mel- 
CHER,  Mr.  Lautenberg,  Mrs.  Hawkins, 
Mr.  Specter,  Mr.  Exon,  Mr.  Dixon, 
Mr.  Matsunaga,  Mr.  Glenn,  Mr. 
Simon,  Mr.  Chafee,  Mr.  Durenberger, 
Mr.  Inouye,  Mr.  Cranston,  Mr.  Hecht, 
Mr.  Hart,  Mr.  Kerry,  Mr.  Humphrey, 
Mr.  Warner,  Mr.  Wilson,  Mr.  Cohen, 
Mr.  McCoNNELL,  Mr.  Bumpers,  Mr. 
Stafford,  Mr.  Abdnor,  Mr.  Trible,  Mr. 
Gorton,  Mr.  Riegle,  and  Mr.  Pryor) 
submitted  the  following  concurrent 
resolution;  which  was  considered  and 
agreed  to: 

S.  Con.  Res.  166 

Whereas  there  are  more  than  five  million 
Americans  in  *ur  Nation  with  a  cancer  his- 
tory and  an  estimated  one  million  of  them 
face  the  terrible  injustice  of  employment 
discrimination; 

Whereas  one  out  of  every  two  individuals 
now  diagnosed  as  having  cancer  is  cured, 
and  as  a  result,  the  number  of  survivors  will 
continue  to  dramatically  increase: 

Whereas  employment  discrimination 
against  cancer  survivors  ranges  from  job 
denial  to  wage  reduction,  exclusion  from 
and  reduction  in  benefits,  promotion  denial, 
and  in  some  cases  outright  dismissal:  and 

Whereas  we  must  permit,  and  encourage, 
cancer  survivors  to  remain  fully  integrated 
and  productive  members  of  society:  Now, 
therefore,  be  it 

Resolved  by  the  Senate  (the  House  of  Rep- 
resentatives concurring).  That  it  is  the 
sense  of  the  Congress  that  the  Congress— 

(1)  opposes  employment  discrimination 
against  individuals  who  have,  or  have  had. 
cancer  based  on  such  individual's  cancer  his- 
tory, and 

(2)  urges  that  such  individuals  receive  fair 
and  equal  treatment  in  the  worltplace. 


AMENDMENTS  SUBMITTED 


ANTIDRUG  ABUSE  ACT  OF  1986 


GORTON  AMENDMENT  NO.  3032 

(Ordered  to  lie  on  the  table.) 

Mr.  GORTON  submitted  an  amend- 
ment intended  to  be  proposed  by  him 
to  the  bill  (S.  2878)  to  strengthen  the 
laws  against  illegal  drugs,  and  for 
other  purposes;  as  follows: 

At  the  appropriate  place  in  the  bill,  insert 
the  following: 

Sec.  .  (a)  The  Administrator  of  the  EInvi- 
ronmental  Protection  Agency  shall  conduct 
a  study  of  the  manufacturing  and  distribu- 
tion process  of  cyanide  with  a  view  to  deter- 
mining methods,  procedures  or  other  ac- 
tions which  might  be  taken,  employed,  or 
otherwise  carried  out  in  connection  with 
such  manufacturing  and  distribution  in 
order  to  safeguard  the  public  from  the 
wrongful  use  of  cyanide. 


(b)  Such  study  shall  include,  among  other 
matters,  the  following: 

(Da  determination  of  the  sources  of  cya- 
nide, including  the  name  and  location  of 
each  manufacturer  thereof: 

(2)  an  evaluation  of  the  means  and  meth- 
ods utilized  by  the  manufacturer  and  others 
in  the  distribution  of  cyanide,  including  the 
name  and  location  of  each  such  distributor: 

(3)  an  evaluation  of  the  procedures  em- 
ployed in  connection  with  the  selling,  at  the 
wholesale  and  retail  level,  of  cyanide,  in- 
cluding a  determination  as  to  whether  or 
not  persons  selling  cyanide  require  the  in- 
tended purchaser  to  identify  himself  or  her- 
self: 

(4)  a  determination  as  to  the  extent  to 
which  recordkeeping  requirements  are  im- 
posed on,  or  carried  out  by.  manufacturers 
of  cyanide  with  respect  to  the  specifications 
of  each  lot  of  cyanide  produced  by  such 
manufacturer: 

(5)  a  determination  as  to  the  feasibility 
and  desirability  of  establishing  a  central 
registry  of  all  lot  specifications  of  cyanide 
for  the  purpose  of  providing  quick  access  to 
investigative  and  law  enforcement  agencies; 

(6)  a  consideration  and  review  of  all  as- 
pects of  interstate  versus  intrastate  trans- 
portation utilized  in  connection  with  the 
manufacturing,  distribution,  or  use  of  cya- 
nide: 

(7)  a  determination  as  to  the  feasibility 
and  desirability  of  requiring  manufacturers 
of  cyanide  to  color  all  such  cyanide  with  a 
distinctive  color  so  that  the  consuming 
public  can  more  readily  identify  products 
laced  with  cyanide: 

(8)  a  determination  as  to  the  feasibility 
and  desirability  of  requiring  limited-access 
storage  for  cyanide  at  universities,  laborato- 
ries, and  other  institutions  that  use  cyanide 
for  research  or  other  purposes: 

(9)  a  determination  as  to  the  feasibility 
and  desirability  of  issuing  regulations  to  re- 
quire any  person  who  sells  or  otherwise 
transfers,  at  a  retail  level,  any  cyanide  to 
record  such  sale  or  transfer,  including  the 
identity  of  the  person  purchasing  or  other- 
wise receiving  such  cyanide,  the  address  of 
such  person,  and  the  intended  use  of  such 
cyanide.  Such  records  shall  be  available  for 
such  use,  and  retained  for  such  period,  as 
the  aforementioned  Administrator  shall  by 
regulation  require. 

(b)  On  or  before  the  expiration  of  the  180- 
day  period  following  the  date  of  the  enact- 
ment of  this  section,  the  Administrator  of 
the  Environmental  Protection  Agency  shall 
report  the  results  of  such  study  to  the  Con- 
gress, together  with  his  or  her  recommenda- 
tions with  respect  thereto. 

(c)  As  used  in  this  section,  the  term— 

(1)  "person"  means  any  individual,  corp)o- 
ration,  partnership,  or  other  entity:  and 

(2)  "cyanide"  means  sodium  cyanide,  po- 
tassium cyanide  or  any  other  toxic  cyanide 
compound. 


EXPORT-IMPORT  BANK 
AMENDMENTS  ACT  OF  1986 


HEINZ  AMENDMENT  NO.  3033 

Mr.  DOLE  (for  Mr.  Heinz)  proposed 
an  amendment  to  the  bill  (H.R.  5548) 
to  amend  the  Export-Import  Bank  Act 
of  1945;  as  follows: 

At  the  end  of  the  bill  add  the  following: 

"POLICY  TOWARD  UNITED  STATES  BUSINESS 
TRANSACTIONS  IN  ANGOLA 

"Sec.    .  (a)  The  Congress  finds  that— 


"(1)  the  Marxist  Popular  Movement  for 
the  Liberation  of  Angola  (hereafter  in  this 
resolution  referred  to  as  the  "MPLA")  has 
failed  to  hold  fair  and  free  elections  since 
assuming  power  in  Angola  in  1975: 

"(2)  Angola  currently  harbors  more  than 
35,000  Soviet  and  Cuban  troops  and  advis- 
ers; 

"(3)  the  Cubans  and  Soviets  have  chan- 
neled more  than  $4,000,000,000  in  assistance 
and  military  aid  in  furtherance  of  this  inter- 
vention in  Africa; 

"(4)  the  MPLA  government  of  Angola  :ob- 
tains  more  than  90  percent  of  its  foreign  ex- 
change from  the  extraction  and  production 
of  oil: 

"(5)  most  of  Angola's  oil  is  extracted  in 
Cabinda  Province,  where  75  percent  of  it  is 
extracted  by  the  Chevron-Gulf  Oil  compa- 
ny: 

"(6)  the  MPLA  has  refused  to  take  mean- 
ingful steps  to  end  its  dependency  on  Soviet 
and  Cuban  forces,  engage  in  national  recon- 
ciliation efforts  within  Angola,  or  encourage 
the  independence  of  Namibia: 

"(7)  United  States  business  interests  are  in 
direct  conflict  with  United  States  foreign 
policy  objectives  in  aiding  the  MPLA  gov- 
ernment of  Angola,  which  directly  opposes 
Jonas  Savimbi  and  UNITA.  recipients  of 
United  States  support:  and 

"(8)  imposition  of  severe  economic  sanc- 
tions will  encourage  the  MPLA  to  promote  a 
fair  political  solution  and  negotiate  with  the 
United  States  toward  a  peaceful  settlement. 

•■(b)(1)  It  is  the  sense  of  the  Congress  that 
the  interests  of  the  United  States  are  best 
served  when  United  States  business  transac- 
tions conducted  in  Angola  do  not  directly  or 
indirectly  support  Cuban  troops  and  Soviet 
advisers. 

■(2)  The  Congress  hereby  requests  that 
the  President  use  his  special  authorities 
under  the  International  Emergency  Eco- 
nomic Powers  Act  to  block  United  States 
business  transactions  which  conflict  with 
United  States  security  interests  in  Angola. 

"GROUP  ELIGIBILITY  REQUIREMENTS 

•Sec    (a)  Section  222  of  the  Trade  Act  of 
1974  (19  U.S.C.  2272)  is  amended  to  read  as 
follows: 
• -SKt.  m.  (JROIP  ELir.lBILI'n  reqiirements. 

"(a)  The  Secretary  shall  certify  a  group 
of  workers  (including  workers  in  any  agri- 
cultural firm  or  subdivision  of  an  agricultur- 
al firm)  as  eligible  to  apply  for  adjustment 
assistance  under  this  chapter  if  the  Secre- 
tary determines  that— 

•■••(1)  a  significant  number  or  proportion 
of  the  workers  in  such  workers'  firm,  or  an 
appropriate  subdivision  of  the  firm,  have 
become  totally  or  partially  separated,  or  are 
threatened  to  become  totally  or  partially 
separated. 

••••(2)  sales  or  production,  or  both,  of  such 
firm  or  subdivision  have  ceased  absolutely, 
and 

■■"(3)  increases  of  imports  of  articles  like 
or  directly  competitive  with  articles— 

•■••(A)  which  are  produced  by  such  work- 
ers' firm  or  appropriate  subdivision  thereof, 
or 

■•••(B)  in  the  case  of  workers  of  a  firm  in 
the  oil  or  natural  gas  industry,  for  which 
such  workers'  firm,  or  appropriate  subdivi- 
sion thereof,  provides  essential  parts  or  es- 
sential services. 

contributed  importantly  to  such  total  or 
partial  separation,  or  threat  thereof,  and  to 
such  decline  in  sales  or  production. 

••••(b)  For  purposes  of  subsection  (a)(3)— 

••••(1)  The  term  contributed  importantly' 
means  a  cause  which  is  important  but  not 
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necessarily  more  important  than  any  other 
cause. 

■•••(2)  Natural  gas  shall  be  considered  to  be 
competitive  with  crude  oil  and  refined  pe- 
troleum products. 

•  ••(3)  Any  firm,  or  subdivision  of  a  firm, 
which— 

""(A)  engages  in  the  exploration  for  oil  or 
natural  gas. 

■•  "(B)  produces  or  extracts  oil  or  natural 
gas.  or 

"  "(C)  processes  or  refines  oil  or  natural 
gas,  shall  be  considered  to  be  a  part  of  the 
oil  or  natural  gas  industry  and  to  be  a  firm 
providing  essential  services  for  such  oil  or 
natural  gas  and  for  the  processed  or  refined 
products  of  such  oil  or  natural  gas. 

••  "(4)  Any  firm  which  provides  essential 
parts,  or  essential  services,  to  another  firm 
that  conducts  activities  described  in  para- 
graph (3)  with  respect  to  oil  or  natural  gas. 
as  its  principal  trade  or  business,  shall  be 
considered  to  be  a  part  of  the  oil  or  natural 
gas  industry  and  to  be  a  firm  providing  es- 
sential services  for  such  oil  or  natural  gas 
and  for  the  processed  or  refined  products  of 
such  oil  or  natural  gas.". 

"(b)  Subsection  (c)  of  section  251  of  the 
Trade  Act  of  1974  (19  U.S.C.  2341(c))  is 
amended  to  read  as  follows: 

"  "(c)(1)  The  Secretary  shall  certify  a  firm 
(including  any  agricultural  firm)  as  eligible 
to  apply  for  adjustment  assistance  under 
this  chapter  if  the  Secretary  determines 
that- 

""(A)  a  significant  number  or  proportion 
of  the  workers  in  such  firm  have  become  to- 
tally or  partially  separated,  or  are  threat- 
ened to  become  totally  or  partially  separat- 
ed. 

"  "(B)  sales  or  production,  or  both,  of  such 
firm  have  decreased  absolutely,  and 

"  "(C)  increases  of  imports  of  articles  like 
or  directly  competitive  with  articles— 
"  "(i)  which  are  produced  by  such  firm,  or 
""(ii)  in  the  case  of  a  firm  in  the  oil  or 
natural  gas  industry,  for  which  such  firm 
provides  essential  parts  or  essential  services, 
contributed   importantly   to  such   total   or 
partial  separation,  or  threat  thereof,  and  to 
such  decline  in  sales  or  production. 
""(2)  For  purposes  of  paragraph  (IHO— 
"  "(A)  The  term  'contributed  importantly' 
means  a  cause  which  is  important  but  not 
necessarily  more  important  than  any  other 
cause. 

"  "(B)  Natural  gas  shall  be  considered  to 
be  competitive  with  crude  oil  and  refined 
petroleum  products. 
■■  "(C)  Any  firm  which— 
"  "(i)  engages  in  the  exploration  for  oil  or 
natural  gas. 

""(ii)  produces  or  extracts  oil  or  natural 
gas. 

""(iii)  processes  or  refines  oil  or  natural 
gas.  or. 

"  "(iv)  provides  essential  parts,  or  essential 
services,  to  another  firm  that  conducts  ac- 
tivities described  in  any  of  the  preceding 
clauses  as  its  principal  trade  or  business, 
shall  be  considered  to  be  in  the  oil  or  natu- 
ral gas  industry  and  to  be  a  firm  providing 
essential  services  for  such  oil  or  natural  gas 
and  for  the  processed  or  refined  products  of 
such  oil  or  natural  gas.". 

"(c)(1)  the  amendments  made  by  this  .sec- 
tion shall  apply  with  respect  to  petitions  for 
certification  which  are  filed  or  pending— 
"(A)  on  or  after  September  30.  1986.  and 
"(B)  before  October  1,  1987. 
"(2)  Notwithstanding  any  other  provision 
of  law.  no  worker  shall  be  eligible  for  assist- 
ance under  subchapter  B  of  chapter  2  of 
title  II  of  the  Trade  Act  of  1974  if- 


"(A)  such  worker  is  covered  by  a  certifica- 
tion made  under  subchapter  A  of  such  chap- 
ter only  by  reason  of  the  amendment  made 
by  subsection  (a)  of  this  section,  and 

"(B)  the  total  or  partial  separation  of 
such  worker  from  adversely  affected  em- 
ployment occurs  after  September  30.  1987. 

"OPPOSITION  OF  MULTILATERAL  ASSISTANCE  FOR 
FOREIGN  SURPLUS  COMMODITIES  AND  MINERALS 

"Sec  .  (a)  The  Secretary  of  the  Treas- 
ury shall  instruct  the  United  States  Execu- 
tive Directors  of  the  International  Bank  for 
Reconstruction  and  Development,  the  Inter- 
national Development  Association,  the 
International  Finance  Corporation,  the 
Inter-American  Development  Bank,  the 
International  Monetary  Fund,  the  Asian 
Development  Bank,  the  Inter-American  In- 
vestment Corporation,  the  African  Develop- 
ment Bank,  and  the  African  Development 
Fund  to  use  the  voice  and  vote  of  the 
United  States  to  oppose  any  assistance  by 
these  institutions,  using  funds  appropriated 
or  otherwise  made  available  pursuant  to  any 
provision  of  law.  for  the  production  or  ex- 
traction of  any  commodity  or  mineral  for 
export,  if— 

"(1)  such  commodity  or  mineral,  as  the 
case  may  be,  is  in  surplus  on  world  markets; 
and 

""(2)  the  export  of  such  commodity  or  min- 
eral, as  the  case  may  be.  would  cause  sub- 
stantial injury  to  the  United  States  produc- 
ers of  the  same,  similar,  or  competing  com- 
modity or  mineral. 

•'(b)(1)  The  amount  of  payments  which 
the  United  States  may  make  to  the  paid-in 
capital  of  an  international  financial  institu- 
tion described  in  subsection  (a)  during  any 
capital  expansion  or  replenishment  of  such 
institution  may  not  exceed  the  amount  of 
funds  which  such  expansion  or  replenish- 
ment minus  an  amount  which  bears  the 
same  proportion  to  the  aggregate  amount  of 
assistance  described  in  paragraph  (2)  fur- 
nished by  such  institution  as  the  United 
States  share  of  the  expansion  or  replenish- 
ment bears  to  the  total  amount  of  the  ex- 
pansion or  replenishment. 

■•(2)(A)  The  aggregate  amount  of  assist- 
ance referred  to  in  paragraph  (1)  is  the 
amount  of  assistance  furnished  by  an  inter- 
national financial  institution  to  all  coun- 
tries during  the  period  described  in  subpara- 
graph (B)— 

""(i)  to  support  the  production  or  extrac- 
tion of  any  commodity  or  mineral  for 
export,  if— 

"(I)  such  commodity  or  mineral  as  the 
case  may  be,  is  in  surplus  on  world  markets; 
and 

"•(II)  the  export  of  such  commodity  or 
mineral,  as  the  case  may  be.  would  cause 
substantial  injury  to  the  United  States  pro- 
ducers of  the  same,  similar,  or  competing 
commodity  or  mineral:  and 

"(ii)  to  subsidize  (other  than  under  clause 
(D)  the  exports  of  commodities  and  miner- 
als from  such  countries. 

"(B)  The  period  referred  to  in  subpara- 
graph (A)  is  the  same  number  of  years  as 
the  capital  expansion  or  replenishment 
period  which  immediately  preceded  the  first 
year  of  the  expansion  or  replenishment 
period. 

••(3)  For  purposes  of  paragraph  (2)(A)(ii), 
the  term  •subsidize"  is  used  within  the 
meaning  of  the  Agreement  on  Interpreta- 
tion and  Application  of  Articles  V,  XVI,  and 
XXIII  of  the  General  Agreement  on  Tariffs 
and  Trade  and  the  annex  relating  thereto, 
done  at  Geneva  on  April  12,  1979. 

•'(4)  Any  funds  witheld  from  payments  to 
an  international  financial  institution  pursu- 


ant to  this  section  shall  be  used  to  reduce 
the  public  debt  in  the  manner  specified  in 
section  3113  of  title  31.  United  States 
Code.". 


ANTI-DRUG  ABUSE  ACT 


DOLE  (AND  OTHERS) 
AMENDMENT  NO.  3034 

Mr.  DOLE  (for  himself,  Mr.  Byrd, 
Mr.  Thurmond,  Mr.  Biden,  Mrs.  Haw- 
kins, Mr.  Chiles,  Mr.  Wilson,  Mr. 
DeConcini,  Mr,  Hatch,  Mr.  Cranston, 
Mr.  Gramm,  Mr,  Moynihan,  Mr.  Spec- 
ter. Mr.  Dodd,  Mr.  Trible,  Mr.  Leahy, 
Mr.  Denton,  Mr.  Mitchell,  Mr. 
Abdnor,  Mr.  NuNN,  Mr.  Rockefeller, 
Mr.  Sasser,  Mr.  Dixon,  Mr.  Heinz,  Mr. 
ZoRiNSKY,  Mr.  Mattingly,  Mr. 
Laxalt,  and  Mr.  Murkowski)  pro- 
posed an  amendment  to  the  bill  (H.R. 
5484)  to  strengthen  Federal  efforts  to 
encourage  foreign  cooperation  on 
eradicating  illicit  drug  crops  and  in 
halting  international  drug  traffic,  to 
improve  enforcement  of  Federal  drug 
laws  and  enhance  interdiction  of  illicit 
drug  shipments,  to  provide  strong  Fed- 
eral leadership  in  establishing  effec- 
tive drug  abuse  education  programs,  to 
expand  Federal  support  for  drug  abuse 
treatment  and  rehabilitation  efforts, 
and  for  other  purposes, 

(The  text  of  amendment  No.  3034  is 
indentical  to  the  text  of  the  Senate 
drug  legislation  S.  2878  introduced  on 
September  25,  1986.  The  text  of  the 
legislation  appears  in  the  Record  of 
September  25,  1986,  beginning  on  page 
S13648.) 


GORTON  (AND  OTHERS) 
AMENDMENT  NO.  3035 

(Ordered  to  lie  on  the  table.) 
Mr.  GORTON  (for  himself,  Mr. 
NicKLES,  Mr.  BoREN,  and  Mr.  Lauten- 
BERG)  submitted  an  amendment  in- 
tended to  be  proposed  by  them  to  the 
bill  H.R.  5484,  supra;  as  follows: 

Sec  .  (a)  The  Congress  finds  and  de- 
clares that— 

(1)  drug  investigation  and  enforcement 
depend  on  timely  acquisition  of  reliable  in- 
formation; 

(2)  the  Federal  Government's  land  remote 
sensing  satellite,  known  as  Landsat,  gener- 
ates worldwide  data  revealing  characteris- 
tics of  the  Earth's  surface  and  changes 
thereto; 

(3)  Landsat  data,  in  conjunction  with 
other  sources,  can  contribute  to  drug  inves- 
tigation and  enforcement  efforts  in  many 
ways,  as  follows— 

(A)  Landsat  data  are  valuable  in  support 
of  both  airborne  and  field  drug  investiga- 
tion operations  because  Landsat  data  are 
more  accurate  than  most  maps,  especially 
maps  of  remote,  undeveloped  areas: 

(B)  Landsat's  frequent  repeat  coverage  of 
given  areas  provides  information  about  de- 
velopments and  changes  in  terrain,  includ- 
ing indicators  of  drug  production  and  traf- 
ficking, such  as  construction  of  small  air- 
strips and  development  of  road  networks; 
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(C)  mapping  of  areas  and  monitoring 
changes  is  more  cost-effective  with  Landsat 
data  than  by  aerial  photography: 

(D)  changes  detected  over  time  by  Landsat 
data  can  improve  airborne  surveillance  by 
highlighting  specific  areas  as  targets  for 
surveillance; 

(E)  Landsat  data  are  unclassified  and  can 
be  given  openly  to  foreign  governments  to 
help  their  drug  enforcement  efforts,  be- 
cause many  countries  lack  adequate  maps 
for  drug  enforcement  raids: 

(F)  Landsat's  Thematic  Mapper  instru- 
ment provides  data  unavailable  from  other 
sources,  including  vegetation  indexes  which 
estimate  crop  yield  over  large  areas  and 
moisture  measurements  which  can  deter- 
mine the  navigability  of  remote  terrain; 

(4)  Public  Law  98-365  expresses  the  desire 
of  the  Congress  for  continued  U.S.  involve- 
ment and  leadership  in  land  remote  sensing 
and  continuous  availability  of  land  remote 
sensing  data  to  the  federal  government: 

(5)  Public  Law  99-62  authorizes  the  appro- 
priation of  $295  million  in  fiscal  years  1985 
through  1989,  of  which  $170  million  remains 
unobligated,  for  the  development  of  a  land 
remote  sensing  system  pursuant  to  the 
aforementioned  requirements  of  Public  Law 
98-365; 

(6)  the  land  remote  sensing  system  au- 
thorized by  these  Public'Laws  is  intended  to 
follow  the  current  Landsat  system,  the  last 
satellite  (Landsat-5)  of  which  was  launched 
on  March  1,  1984  and  has  an  expected  fail- 
ure date  of  March  1,  1987; 

(7)  failure  of  the  Congress  to  provide 
fiscal  year  1987  appropriations  for  a  land 
remote  sensing  system  effectively  will  end 
the  Landsat  program  upon  the  demise  of 
Landsat-5;  and 

(8)  the  House  of  Representatives  has 
passed  legislation  (H.R.  5161)  providing  $75 
million  for  Landsat  development  in  fiscal 
year  1987  and  the  Senate  has  not  yet  consid- 
ered legislation  to  fund  Landsat  develop- 
ment in  fiscal  year  1987. 

(b)  It  is  therefore  the  sense  of  the  Senate 
that  $55  million  should  be  provided  in  fiscal 
year  1987  to  continue  development  of  the 
follow-on  land  remote  sensing  system  au- 
thorized by  Public  Laws  98-365  and  99-62. 

(c)  The  unobligated  funds  authorized  by 
Public  Law  99-62  may  be  made  available 
through  appropriations  for  the  Depart- 
ments of  Commerce,  Defense,  Justice,  Agri- 
culture. Treasury.  Interior,  or  the  National 
Aeronautics  and  Space  Administration. 


DENTON  AMENDMENT  NO.  3036 

(Ordered  to  lie  on  the  table.) 
Mr.  DENTON  submitted  an  amend- 
ment intended  to  be  proposed  by  him 
to  the  bill  H.R.  5484,  supra;  as  follows: 
At  the  appropriate  place  in  the  bill,  insert 
the  following: 

SEC.  .  ADMINISTRATION  OP  CLASSIFICATION. 
PAY.  AND  LABOR  RELATIONS  FOR 
DRK;  ENFORCEMENT  ADMINISTRA- 
TION EMPLOYEES. 

(a)  Classification  of  Positions.— Section 
5102(a)(1)  of  title  5,  United  States  Code,  is 
amended— 

(1)  by  striking  out  "or" -at  the  end  of 
clause  (viii); 

(2)  by  inserting  "or"  after  the  semicolon 
at  the  end  of  clause  (ix);  and 

(3)  by  inserting  after  clause  (ix)  the  fol- 
lowing new  clause; 

"(X)  the  Drug  Enforcement  Administra- 
tion;". 

(b)  F»revailing  Rate  Systems.— Section 
5342(a)(1)  of  such  title  is  amended— 


(1)  by  striking  out  "or"  at  the  end  of 
clause  (I); 

(2)  by  inserting  "or"  at  the  end  of  clause 
(J);  and 

(3)  by  inserting  after  clause  (J)  the  follow- 
ing new  clause: 

"(K)  the  Drug  Enforcement  Administra- 
tion;". 

(c)  Labor-Management  and  Employee  Re- 
lations.—Section  7103(a)(3)  of  such  title  is 
amended— 

(1)  by  striking  out  "or"  at  the  end  of 
clause  (P); 

(2)  by  inserting  "or"  at  the  end  of  clause 
(G);  and 

(3)  by  inserting  after  clause  (G)  the  fol- 
lowing new  clause: 

"(H)  the  Drug  Enforcement  Administra- 
tion;". 

(d)  Authority  With  Respect  To  Pay.— <  1) 
The  Administrator  shall  fix  the  rates  of  pay 
of  the  employees  of  the  Drug  Enforcement 
Administration  consistent  with  the  princi- 
ples of  section  5301(a),  of  title  5,  United 
States  Code. 

(2)  The  Administrator  may  not  fix  any 
rate  of  pay  under  paragraph  (1)  in  an 
amount  exceeding  the  maximum  rate  of  pay 
for  grade  GS-15  under  section  5332  of  title 
5.  United  States  Code. 

(3)  The  Administrator  shall— 

(A)  publish  a  schedule  of  rates  of  pay  ap- 
plicable to  employees  of  the  Drug  Enforce- 
ment Administration: 

(B)  adjust  the  rates  of  pay  of  the  employ- 
ees of  the  Drug  Enforcement  Administra- 
tion at  the  same  time  and  to  the  same 
extent  as  rates  of  basic  pay  under  the  Gen- 
eral Schedule  are  adjusted  pursuant  to  sub- 
chapter I  of  chapter  53  of  title  5.  United 
States  Code: 

(C)  provide  for  grade  and  pay  retention 
for  employees  of  the  Drug  Enforcement  Ad- 
ministration consistent  with  the  objectives 
of  the  provisions  of  subchapter  VI  of  chap- 
ter 53  of  title  5.  United  States  Code; 

(D)  pay  performance  awards  to  employees 
of  the  Drug  Enforcement  Administration 
consistent  with  the  objectives  of  section 
5384  of  title  5,  United  States  Code;  and 

(E)  administer  the  pay  of  such  employees 
consistent  with  the  provisions  of  chapter  55 
of  title  5,  United  States  Code. 

(e)  Performance  Management  and  Recog- 
nition.—The  Administrator  may  develop, 
implement,  and  administer  a  performance 
management  and  recognition  system  for  em- 
ployees of  the  Drug  Enforcement  Adminis- 
tration consistent  with  the  provisions  of 
chapter  54  of  title  5.  United  States  Code. 

(f)  Effective  Date.— This  section  and  the 
amendments  made  by  this  section  shall  take 
effect  on  the  first  day  of  the  first  applicable 
pay  period  beginning  not  less  than  30  days 
after  the  date  of  the  enactment  of  this  Act. 


DENTON  AMENDMENT  NO.  3037 

(Ordered  to  lie  on  the  table.) 

Mr.  DENTON  submitted  an  amend- 
ment intended  to  be  proposed  by  him 
to  the  bill  H.R.  5484,  supra;  as  follows: 

At  the  end  of  title  II,  add  the  following 
new  section: 

Sec  .  The  first  section  of  the  Act  enti- 
tled "An  Act  to  regulate  the  issue  and  validi- 
ty of  passports,  and  for  other  purposes",  ap- 
proved July  3,  1926  (22  U.S.C.  211a)  is 
amended  by  adding  at  the  end  thereof  the 
following: 

"The  Secretary  of  State  may  prescribe 
such  regulations  as  may  be  necessary  to  es- 
tablish procedures  for  indicating  on  pass- 
ports issued  by  the  United  States  the  fact 


that  the  holder  of  such  passport  has  been 
convicted  of  an  offense  under  a  Federal  or 
State  law  relating  to  controlled  substances 
or  has  been  assessed  a  fine  or  civil  penalty 
or  has  incurred  a  forfeiture  under  any  Fed- 
eral or  State  law  relating  to  controlled  sub- 
stances.". 


EXTENSION  OF  CERTAIN  HOUS- 
ING AND  COMMUNITY  DEVEL- 
OPMENT PROGRAMS 


GARN  AMENDMENT  NO.  3038 

Mr.  PACK  WOOD  (for  Mr.  Garn) 
proposed  an  amendment  to  the  joint 
resolution  (S.J.  Res.  353)  to  provide 
for  the  extension  of  certain  programs 
relating  to  housing  and  community  de- 
velopment, and  for  other  purposes:  as 
follows: 

On  page  1.  line  3.  strike  out  "99-289"  and 
insert  in  lieu  thereof  "99-345". 

On  page  1,  line  4,  strike  out  "June  6"  and 
insert  in  lieu  thereof  "September  30". 


NOTICES  OF  HEARINGS 

SUBCOMMITTEE  ON  AGRICULTURAL  RESEARCH, 
CONSERVATION.  FORESTRY.  AND  GENERAL  LEG- 
ISLATION 

Mr.  HELMS.  Mr.  President,  I  wish  to 
announce  that  the  Subcommittee  on 
Agricultural  Research,  Conservation, 
and  Forestry,  and  General  Legislation, 
of  the  Committee  on  Agriculture,  Nu- 
trition, and  Forestry,  has  scheduled  a 
hearing  to  address  three  pieces  of  for- 
estry legislation:  S.  1767  (H.R.  148), 
the  Michigan  Wilderness  Act  of  1985; 
S.  2838.  the  Georgia  Wilderness  Act  of 
1985;  and  H.R.  4685,  the  Texas  Wilder- 
ness Act  Amendments  of  1986. 

The  hearing  will  begin  at  9:30  a.m. 
on  Thursday,  October  2,  1986.  in  SR 
332. 

For  further  information,  please  con- 
tact the  committee  staff  at  224-2035. 


AUTHORITY  FOR  COMMITTEES 
TO  MEET 

SELECT  COMMITTEE  ON  INTELLIGENCE 

Mr.  MATHIAS.  Mr.  President,  I  ask 
unanimous  consent  that  the  Select 
Committee  on  Intelligence  be  author- 
ized to  meet  during  the  session  of  the 
Senate  on  Friday,  September  26.  in 
closed  session,  to  receive  a  briefing  on 
intelligence  matters. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

COMMITTEE  ON  ENVIRONMENT  AND  Pl«LIC 
WORKS 

Mr.  MATHIAS.  Mr.  President,  I  ask 
unanimous  consent  that  the  Commit- 
tee on  Environment  and  Public  Works 
be  authorized  to  meet  during  the  ses- 
sion of  the  Senate  on  Friday,  Septem- 
ber 26,  to  hold  a  hearing  on  S.  2203, 
acid  rain. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 
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SUBCOMMITTEE  ON  INTERGOVERNMENTAL 
RELATIONS 

Mr.  MATHIAS.  Mr.  President,  I  ask 
unanimous  consent  that  the  Subcom- 
mittee on  Intergovernmental  Rela- 
tions, of  the  Committee  on  Govern- 
mental Affairs  be  authorized  to  meet 
during  the  session  of  the  Senate  on 
Friday,  September  26,  in  order  to  con- 
duct a  hearing  on  comprehensive  fed- 
eralism reform. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ADDITIONAL  STATEMENTS 


ADDRESS  BY  EZRA  TAFT 
BENSON  ON  THE  CONSTITUTION 

•  Mr.  SYMMS.  Mr.  President,  every 
so  often  a  gifted  individual  will  shed 
new  light  on.  or  give  a  fresh  insight  to 
a  topic  we  thought  we  knew  intimate- 
ly. Such  an  event  happened  Tuesday, 
September  16  at  Brigham  Young  Uni- 
versity when  The  Church  of  Jesus 
Christ  of  Latter-day  Saints  President 
Ezra  Taft  Benson  spoke  on  the  U.S. 
Constitution. 

His  address  was  in  commemoration 
of  the  200th  birthday  of  the  Constitu- 
tional Convention.  We  are  indeed  for- 
tunate to  have  had  a  group  of  the 
most  uniquely  talented  men  ever  to  be 
assembled  at  the  birth  of  any  nation,  a 
gathering  which  produced  the  greatest 
document  ever  to  govern  a  nation. 
Those  Founding  Fathers  possessed 
wisdom  and  inspiration  far  beyond 
their  generation  as  they  authored  a 
document  which  would  endure  un- 
known future  assaults. 

Ezra  Taft  Benson  is  of  the  same 
timber  as  the  Founding  Fathers  and 
has  devoted  a  lifetime  to  profound 
study  of  those  great  men  and  their 
product. 

Mr.  President,  as  we  commence  our 
celebration  of  the  Bicentennial  of  the 
Constitution,  I  strongly  urge  every 
Member  of  this  body  to  take  a  few 
minutes  and  ponder  this  great  address 
on  the  Constitution: 

The  Constitution— a  Heavenly  Banner 
(By  Ezra  Taft  Benson) 

My  fellow  Americans,  on  the  17th  day  of 
September,  1987.  we  commemorate  the  two- 
hundredth  birthday  of  the  Constitutional 
Convention,  which  gave  birth  to  the  docu- 
ment that  Gladstone  said  is  "the  most  won- 
derful work  ever  struck  off  at  a  given  time 
by  the  brain  and  purpose  of  man." 

I  heartily  endorse  this  assessment.  It 
would  be  erroneous  for  us.  however,  to  con- 
clude that  the  document  was  the  sole  genius 
of  the  Founding  Fathers.  Theirs  was  a  com- 
bined wisdom  derived  from  heavenly  inspi- 
ration, knowledge  of  political  government 
from  ages  past,  and  the  crucible  of  their 
own  experience. 

We  pay  honor— honor  to  the  document 
itself,  honor  to  the  men  who  framed  it.  and 
honor  to  the  God  who  inspired  it  and  made 
possible  Its  coming  forth. 


SOME  BASIC  PRINCIPLES 

To  understand  the  significance  of  the 
Constitution,  we  must  first  understand  some 
basic,  eternal  principles.  These  principles 
have  their  beginning  in  the  premortal  coun- 
cils of  heaven. 

The  Principle  of  Agency 

The  first  basic  principle  is  agency.  We  un- 
derstand that  the  purpose  of  the  council  in 
heaven  was  to  announce  and  present  the 
plan  of  redemption  for  the  salvation  of  all 
of  God's  children.  The  council  was  called  so 
that  every  man  and  woman  could  sustain 
the  provisions  of  the  Father's  plan,  which 
required  that  all  people  obtain  mortal 
bodies,  be  tried  and  proven  in  all  things,  and 
have  opportunity  to  choose  of  their  own 
free  will  to  obey  the  laws  and  ordinances  es- 
sential to  their  exaltation. 

Because  a  fallen  condition  was  an  essen- 
tial part  of  this  plan,  an  infinite,  eternal 
sacrifice  was  also  required  to  redeem  us 
from  this  state.  We  are  all  familiar  with  the 
facts:  how  Lucifer— a  personage  of  promi- 
nence—sought to  amend  the  plan,  while  Je- 
hovah sustained  the  plan.  The  Prophet 
Joseph  Smith  explained  how  this  difference 
led  to  the  war  in  heaven:  "The  contention  in 
heaven  was— Jesus  said  there  would  be  cer- 
tain souls  that  would  not  be  saved:  and  the 
devil  said  he  could  save  them  all.  and  laid 
his  plans  before  the  grand  council,  who  gave 
their  vote  in  favor  of  Jesus  Christ.  So  the 
devil  rose  up  in  rebellion  against  God,  and 
was  cast  down." 

The  central  issue  in  that  council,  then, 
was:  Shall  the  children  of  God  have  un- 
trammeled  agency  to  choose  the  course  they 
should  follow,  whether  good  or  evil,  or  shall 
they  be  coerced  and  forced  to  be  obedient? 
Christ  and  all  who  followed  Him  stood  for 
the  former  proposition— freedom  of  choice; 
Satan  stood  for  the  latter— coercion  and 
force.  Because  Satan  and  those  who  stood 
with  him  would  not  accept  the  vote  of  the 
council,  but  rose  up  in  rebellion,  they  were 
cast  down  to  the  earth,  where  they  have 
continued  to  foster  the  same  plan.  The  war 
that  began  in  heaven  is  not  yet  over.  The 
conflict  continues  on  the  battlefield  of  mor- 
tality. And  one  of  Lucifer's  primary  strate- 
gies has  been  to  restrict  our  agency  through 
the  power  of  earthly  governments.  Proof  of 
this  is  found  in  the  long  history  of  human- 
ity. 

When  the  first  worldly  government  began 
as  a  theocracy.  Adam's  descendants  soon  de- 
parted from  this  perfect  order  and  degener- 
ated into  various  political  systems.  The 
result  has  been  human  misery  and,  for  most 
of  humankind,  subjugation  to  some  despotic 
government. 

Look  back  in  retrospect  on  almost  six 
thousand  years  of  human  history!  Free- 
dom's moments  have  been  infrequent  and 
exceptional.  From  Nimrod  to  Napoleon,  the 
conventional  political  ideology  has  been 
that  the  rights  of  life,  liberty,  and  property 
were  subject  to  a  sovereign's  will,  rather 
than  God-given.  We  must  appreciate  that 
we  live  in  one  of  history's  most  exceptional 
moments— in  a  nation  and  a  time  of  unprec- 
edented freedom.  Freedom  as  we  know  it 
has  been  expierienced  by  perhaps  less  than 
one  percent  of  the  human  family. 

The  Proper  Role  of  Government 

The  second  basic  principle  concerns  the 
function  and  proper  role  of  government.  I 
should  like  to  outline  in  clear,  concise,  and 
straightforward  terms  the  guidelines  that 
determine,  now  and  in  the  future,  my  atti- 
tudes and  actions  toward  all  domestic  pro- 
posals and  projects  of  government.  These 


are  the  principles  that,  in  my  opinion,  pro- 
claim the  proper  role  of  government  in  the 
domestic  affairs  of  the  nation: 

[I]  believe  that  governments  were  institut- 
ed of  God  for  the  benefit  of  man;  and  that 
he  holds  men  accountable  for  their  acts  in 
relation  to  them. 

[I]  believe  that  no  government  can  exist 
in  peace,  except  such  laws  are  framed  and 
held  inviolate  as  will  secure  to  each  individ- 
ual the  free  exercise  of  conscience,  the  right 
of  control  of  property,  and  the  protection  of 
life.  .  .  . 

(11  believe  that  all  men  are  bound  to  sus- 
tain and  uphold  the  respective  governments 
in  which  they  reside,  while  protected  in 
their  inherent  and  inalienable  rights  by  the 
laws  of  such  governments.  (D&C  134:1-2,5.) 

In  other  words,  the  most  important  smgle 
function   of   government    is   to  secure   the 
rights  and  freedoms  of  individual  citizens. 
77ie  Source  of  Human  Rights 

The  third  important  principle  pertains  to 
the  source  of  basic  human  rights.  Thomas 
Paine,  back  in  the  days  of  the  American 
Revolution,  explained:  "Rights  are  not  gifts 
from  one  man  to  another,  nor  from  one 
class  of  men  to  another.  ...  It  is  impossible 
to  discover  any  origin  of  rights  otherwise 
than  in  the  origin  of  man:  it  consequently 
follows  that  rights  appertain  to  man  in 
right  of  his  existence,  and  must  therefore  be 
equal  to  every  man." 

The  great  Thomas  Jefferson  asked:  "Can 
the  liberties  of  a  nation  be  thought  secure 
when  we  have  removed  their  only  firm 
basis,  a  conviction  in  the  minds  of  the 
people  that  these  liberties  are  of  the  gift  of 
God?  That  they  are  not  to  be  violated  but 
with  his  wrath?" 

The  feelings  of  these  great  men  are  in 
keeping  with  the  revelations  of  God 
through  His  prophet,  who  said:'  "Men  are 
free  according  to  the  flesh  .  .  .  and  they  are 
free  to  choose  liberty  and  eternal  life  ...  or 
to  choose  captivity  and  death."  (2  Nephi 
2:27.) 

Rights  are  either  God-given  as  part  of  the 
divine  plan,  or  they  are  granted  by  govern- 
ment as  part  of  the  political  plan.  Reason, 
necessity,  tradition,  and  religious  conviction 
all  lead  me  to  accept  the  divine  origin  of 
these  rights.  If  we  accept  the  premise  that 
human  rights  are  granted  by  government, 
then  we  must  be  willing  to  accept  the  corol- 
lary that  they  can  be  denied  by  government. 
I,  for  one,  shall  never  accept  that  premise. 
As  the  French  political  economist  Frederic 
Bastiat  phrased  it  so  succinctly,  "Life,  liber- 
ty, and  property  do  not  exist  because  men 
have  made  laws.  On  the  contrary,  it  was  the 
•  fact  that  life,  liberty,  and  property  existed 
beforehand  that  caused  men  to  make  laws 
in  the  first  place." 

We  must  ever  keep  in  mind  the  inspired 
words  of  Thomas  Jefferson,  as  found  in  the 
Declaration  of  Independence:  "We  hold 
these  truths  to  be  self-evident,  that  all  men 
are  created  equal,  that  they  are  endowed  by 
their  Creator  with  certain  unalienable 
Rights,  that  among  these  are  Life,  Liberty 
and  the  pursuit  of  Happiness.  That  to 
secure  these  rights.  Governments  are  insti- 
tuted among  Men,  deriving  their  just 
powers  from  the  consent  of  the  governed." 
People  Are  Superior  to  Governments 

The  fourth  basic  principle  we  must  under- 
stand is  that  people  are  superior  to  the  gov- 
ernments they  form.  Since  God  created 
people  with  certain  inalienable  rights,  and 
they,  in  turn,  created  government  to  help 
secure  and  safeguard  those  rights,  it  follows 
that  the  people  are  superior  to  the  creature 
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they  created.  We  are  superior  to  govern- 
ment and  should  remain  master  over  it,  not 
the  other  way  around.  Government  is  noth- 
ing more  nor  less  than  a  relatively  small 
group  of  citizens  who  have  been  hired,  in  a 
sense,  by  the  rest  of  us  to  perform  certain 
functions  and  discharge  certain  responsibil- 
ities we  have  authorized.  It  stands  to  reason 
that  the  government  itself  has  no  innate 
power  nor  privilege  to  do  anything.  Its  only 
source  of  authority  and  power  is  from  the 
people  who  have  created  it.  This  is  made 
clear  in  the  Preamble  of  the  Constitution  of 
the  United  States,  which  reads:  "We  the 
people  ...  do  ordain  and  establish  this  Con- 
stitution for  the  United  States  of  America." 
Govemments  Should  Have  Limited  Powers 

The  final  principle  that  is  basic  to  our  un- 
derstanding of  the  Constitution  is  that  gov- 
emments should  have  only  limited  powers. 
The  important  thing  to  keep  in  mind  is  that 
the  people  who  have  created  their  govern- 
ment can  give  to  that  government  only  such 
powers  as  they,  themselves,  have  in  the  first 
place.  Obviously,  they  cannot  give  that 
which  they  do  not  possess.  So  the  question 
boils  down  to  this:  What  powers  properly 
belong  to  each  and  very  person  in  the  ab- 
sence of  and  prior  to  the  establishment  of 
any  organized  form  of  government? 

In  a  primitive  state,  there  is  no  doubt  that 
every  individual  would  be  justified  in  using 
force,  if  necessary,  for  defense  against  phys- 
ical harm,  against  theft  of  the  fruits  of  his 
labor,  and  against  enslavement  by  another. 

Indeed,  the  early  pioneers  found  that  a 
great  deal  of  their  time  and  energy  was 
spent  defending  all  three— defending  them- 
selves, their  property,  and  their  liberty— in 
what  properly  was  called  the  "lawless 
West."  In  order  for  people  to  prosper,  they 
cannot  afford  to  spend  their  time  constantly 
guarding  family,  fields,  and  property 
against  attack  and  theft,  so  they  join  to- 
gether with  their  neighbors  and  hire  a  sher- 
iff. At  this  precise  moment,  government  is 
bom.  The  individual  citizens  delegate  to  the 
sheriff  their  unquestionable  right  to  protect 
themselves.  The  sheriff  now  does  for  them 
only  what  they  had  a  right  to  do  for  them- 
selves—nothing more.  Quoting  from  Bastiat: 
"If  every  person  has  the  right  to  defend- 
even  by  force— his  person,  his  liberty,  and 
his  property,  then  if  follows  that  a  group  of 
men  have  the  right  to  organize  and  support 
a  common  force  to  protect  these  rights  con- 
stantly. Thus  the  principle  of  collective 
right— its  reason  for  existing,  its  lawful- 
ness—is based  on  individual  right." 

The  proper  function  of  government,  then, 
is  limited  to  those  spheres  of  activity  within 
which  the  individual  citizen  has  the  right  to 
act.  By  deriving  its  just  powers  from  the 
governed,  government  becomes  primarily  a 
mechanism  for  defense  against  bodily  harm, 
theft,  and  involuntary  servitude.  It  cannot 
claim  the  power  to  redistribute  money  or 
property  nor  to  force  reluctant  citizens  to 
perform  acts  of  charity  against  their  will. 
Government  is  created  by  the  people.  No  in- 
dividual possesses  the  power  to  take  an- 
other's wealth  or  to  force  others  to  do  good, 
so  no  government  has  the  right  to  do  such 
things  either.  The  creature  cannot  exceed 
the  creator. 

My  attitude  toward  government  is  suc- 
cinctly expressed  by  the  following  provision 
taken  from  the  Alabama  Constitution:  "The 
sole  object  and  only  legitimate  end  of  gov- 
ernment is  to  protect  the  citizen  in  the  en- 
joyment of  life,  liberty,  and  property,  and 
when  the  government  assumes  other  func- 
tions it  is  usurpation  and  oppression."  (Arti- 
cle I.  Section  35.) 


THE  CONSTITUTION  AND  ITS  COMING  FORTH 

With  these  basic  principles  firmly  in 
mind,  let  us  now  turn  to  a  discussion  of  the 
inspired  document  we  call  the  Constitution. 
My  purpose  is  not  to  recite  the  events  that 
led  to  the  American  Revolution— we  are  all 
familiar  with  these.  But  I  would  say  this: 
History  is  not  an  accident.  Events  are  fore- 
known to  God.  His  superintending  influence 
is  behind  the  actions  of  his  righteous  chil- 
dren. Long  before  America  was  even  discov- 
ered, the  Lord  was  moving  and  shaping 
events  that  would  lead  to  the  coming  forth 
of  the  remarkable  form  of  government  es- 
tablished by  the  Constitution.  America  had 
to  be  free  and  independent  to  fulfill  this 
destiny.  I  commend  to  you  as  excellent  read- 
ing on  this  subject  Elder  Mark  E.  Petersen's 
book  The  Great  Prologue  (Salt  Lake  City: 
Deseret  Book  Co.,  1975).  As  expressed  so 
eloquently  by  John  Adams  before  the  sign- 
ing of  the  Declaration.  "There's  a  divinity 
that  shapes  our  ends."  Though  mortal  eyes 
and  minds  cannot  fathom  the  end  from  the 
beginning.  God  does. 

Every  true  American  and  true  friend  of 
liberty  should  love  our  inspired  Constitu- 
tion. Its  creation  was  a  miracle.  In  a  letter 
to  Marquis  de  LaPayette.  on  February  7. 
1788,  George  Washington  stated:  "It  ap- 
pears to  me  .  .  .  little  short  of  a  miracle, 
that  the  Delegates  from  so  many  different 
states  (which  States  you  know  are  also  dif- 
ferent fcom  each  other,  in  their  manners, 
circumstances,  and  prejudices)  should  unite 
in  forming  a  system  of  national  Govern- 
ment, so  little  liable  to  well  founded  objec- 
tions." 

GOD  RAISED  UP  WISE  MEN  TO  CREATE  THE 
CONSTITUTION 

George  Washington  referred  to  this  docu- 
ment as  a  miracle.  This  miracle  could  only 
have  been  performed  by  exceptional  men. 
In  a  revelation  to  the  Prophet  Joseph 
Smith,  the  Savior  declared,  "I  established 
the  Constitution  of  this  land,  by  the  hands 
of  wise  men  whom  I  raised  up  unto  this  very 
purpose. "  (D&C  101:80.)  These  were  not  or- 
dinary men.  but  men  chosen  and  held  in  re- 
serve by  the  Lord  for  this  very  purpose. 

Shortly  after  President  Spencer  W.  Kim- 
ball became  president  of  the  Church,  we 
met  together  in  one  of  our  weekly  meetings. 
We  spKJke  of  the  sacred  records  that  are  in 
the  vaults  of  the  various  temples  in  the 
Church.  As  I  was  to  fill  a  conference  assign- 
ment of  St.  George.  President  Kimball 
asked  me  to  go  into  the  vault  and  check  the 
early  records.  As  I  did  so,  I  realized  the  ful- 
fillment of  a,  dream  I  had  had  ever  since 
learning  of  the  visit  of  the  Pounding  Fa- 
thers to  the  St.  George  Temple.  I  saw  with 
my  own  eyes  the  records  of  the  work  that 
was  done  for  the  Founding  Fathers  of  this 
great  nation,  beginning  with  George  Wash- 
ington. Think  of  it.  the  Founding  Fathers  of 
this  nation,  those  great  men.  appeared 
within  those  sacred  walls  and  had  their  vi- 
carious work  done  for  them. 

Wilford  Woodruff's  Testimony 

President  Wilford  Woodruff  spoke  of  this 
experience  in  these  words:  "Before  I  left  St. 
George,  the  spirits  of  the  dead  gathered 
around  me.  wanting  to  know  why  we  did  not 
redeem  them.  Said  they.  You  have  had  the 
use  of  the  Endowment  House  for  a  number 
of  years,  and  yet  nothing  has  been  done  for 
us.  We  laid  the  foundation  of  the  govern- 
ment you  now  enjoy,  and  we  never  aposta- 
tized from  it.  but  we  remained  true  to  it  and 
were  faithful  to  God.'  These  were  the  sign- 
ers of  the  Declaration  of  Independence,  and 
they  waited  on  me  for  two  days  and  two 


nights.  ...  I  straightway  went  into  the  bap- 
tismal font  and  called  upon  Brother  McCal- 
lister  to  baptize  me  for  the  signers  of  the 
Declaration  of  Independence,  and  fifty 
other  eminent  men.  making  one  hundred  in 
all.  including  John  Wesley.  Columbus,  and 
others." 

President  Woodruff  was  an  apostle  and 
the  president  of  the  St.  George  Temple  at 
the  time  of  the  appearing  of  these  great 
men.  These  noble  spirits  came  there  with 
divine  permission— evidence  that  this  work 
of  salvation  goes  forward  on  both  sides  of 
the  veil. 

At  a  later  conference,  in  April  1898,  after 
he  became  president  of  the  Church,  Presi- 
dent Woodruff  declared  that  "those  men 
who  laid  the  foundation  of  this  American 
government  had  signed  the  Declaration  of 
Independence  were  the  best  spirits  the  God 
of  Heaven  could  find  on  the  face  of  the 
earth.  They  were  choice  spirits  .  .  .  [and] 
were  inspired  of  the  Lord."  We  honor  those 
men  today.  We  are  the  grateful  benefici- 
aries of  their  noble  work. 

TTie  Constitution,  an  Inspired  Document 
During  an  address  before  members  of  the 
Church  in  1855.  President  Brigham  Young 
said:  "The  .  .  .  Constitution  of  our  country 
.  .  .  was  dictated  by  the  invisible  operations 
of  the  Almighty.  .  .  .  God's  purpose,  in  rais- 
ing up  these  men  and  inspiring  them  with 
daring  sufficient  to  surmount  every  oppos- 
ing power,  was  to  prepare  the  way  for  the 
formation  of  a  true  republican  govern- 
ment. .  .  . 

"It  was  the  voice  of  the  Lord  inspiring  all 
those  worthy  men  who  bore  influence  in 
those  trying  times,  not  only  to  go  forth  in 
battle,  but  to  exercise  wisdom  in  council, 
fortitude,  courage,  and  endurance  in  the 
tested  field,  as  well  as  subsequently  to  form 
and  adopt  those  wise  and  efficient  measures 
which  secured  to  themselves  and  succeeding 
generations,  the  blessing  of  a  free  and  inde- 
pendent government." 

Pure  Motives  of  the  Founding  Fathers 
James  Madison,  referred  to  as  the  Father 
of  the  Constitution,  wrote  a  fitting  tribute 
about  his  renowned  colleagues:  "Whatever 
may  be  the  judgment  pronounced  on  the 
competency  of  the  architects  of  the  Consti- 
tution, or  whatever  may  be  the  destiny  of 
the  edifice  prepared  by  them,  I  feel  it  a  duty 
to  express  my  profound  and  solemn  convic- 
tion, derived  from  my  intimate  opportunity 
of  observing  and  appreciating  the  views  of 
the  Convention,  collectively  and  individual- 
ly, that  there  never  was  an  assembly  of 
men.  charged  with  a  great  and  arduous 
trust,  who  were  more  pure  in  their  motives, 
or  more  exclusively  or  anxiously  devoted  to 
the  object  committed  to  them,  than  were 
the  members  of  the  Federal  Convention  of 
1787." 

THE  LORD  APPROVED  THE  CONSTITUTION 

But  we  honor  more  than  those  who 
brought  forth  the  Constitution.  We  honor 
the  Lord  who  revealed  it.  God  himself  has 
Iwme  witness  to  the  fact  that  He  is  pleased 
with  the  final  product  of  the  work  of  these 
great  patriots. 

In  a  revelation  to  the  Prophet  Joseph 
Smith  on  August  6.  1833.  the  Savior  admon- 
ished: "I.  the  Lord,  justify  you.  and  your 
brethren  of  my  church,  in  l>efriending  that 
law  which  is  the  constitutional  law  of  the 
land.  "(D&C  98:6.) 

In  the  Kirtland  Temple  dedicatory  prayer, 
given  on  March  27,  1836,  the  Lord  directed 
the  Prophet  Joseph  to  say:  "May  those  prin- 
ciples, which  were  so  honorably  and  nobly 
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defended,  namely,  the  Constitution  of  our 
land,  by  our  fathers,  be  established  for- 
ever." (D&C  109:54.) 

A  few  years  later,  Joseph  Smith,  while  un- 
justly incarcerated  in  a  cold  and  depressing 
cell  of  Liberty  Jail  at  Clay  County,  Missouri, 
frequently  bore  his  testimony  of  the  docu- 
ment's divinity:  "The  Constitution  of  the 
United  States  is  a  glorious  standard;  and  is 
founded  in  the  wisdom  of  God.  It  is  a  heav- 
enly banner." 

The  coming  forth  of  the  Cor\stitution  is  of 
such  transcendent  importance  in  the  Lord's 
plan  that  ancient  prophets  foresaw  this 
event  and  prophesied  of  it.  In  the  dedicato- 
ry prayer  for  the  Idaho  Palls  Temple,  Presi- 
dent George  Albert  Smith  indicated  that 
the  Constitution  fulfilled  the  ancient 
prophecy  of  Isaiah  that  "out  of  Zion  shall 
go  forth  the  law. "  (Isaiah  2:3.) 

He  said:  "We  thank  thee  that  thou  hast 
revealed  to  us  that  those  who  gave  us  our 
constitutional  form  of  government  were 
wise  men  in  thy  sight  and  that  thou  didst 
raise  them  up  for  the  very  purpose  of  put- 
ting forth  that  sacred  document  (the  Con- 
stitution of  the  United  Statesl.  .  .  . 

"We  pray  that  kings  and  rulers  and  the 
people  of  all  nations  under  heaven  may  be 
persuaded  of  the  blessings  enjoyed  by  the 
people  of  this  land  by  reason  of  their  free- 
dom and  under  thy  guidance  and  be  con- 
strained to  adopt  similar  governmental  sys- 
tems, thus  to  fulfill  the  ancient  prophecy  of 
Isaiah  and  Micah  that  'out  of  Zion  shall  go 
forth  the  law.  and  the  word  of  the  Lord 
from  Jerusalem.'  "  (Improvement  Era,  Octo- 
ber 1945.  p.  564.) 

In  the  final  analysis,  what  the  framers 
did,  under  the  inspiration  of  God.  was  to 
draft  a  document  that  merited  the  approval 
of  God  Himself,  who  declared  that  it  should 
"be  maintained  for  the  rights  and  protec- 
tion of  all  flesh."  (D&C  101:77.)  How  this 
was  accomplished  merits  our  further  consid- 
eration. 

THE  DOCUMENT  ITSELF 

The  Constitution  consists  of  seven  sepa- 
rate articles.  The  first  three  establish  the 
three  branches  of  our  government— the  leg- 
islative, the  executive,  and  the  judicial.  The 
fourth  article  describes  matters  pertaining 
to  states,  most  significantly  the  guarantee 
of  a  republican  form  of  government  to  every 
state  of  the  Union.  Article  5  defines  the 
amendment  procedure  of  the  document,  a 
deliberately  difficult  process  that  should  be 
clearly  understood  by  every  citizen.  Article  6 
covers  several  miscellaneous  items,  includ- 
ing a  definition  of  the  supreme  law  of  the 
land,  namely,  the  Constitution  itself,  the 
laws  of  the  United  States,  and  all  treaties 
made.  Article  7,  the  last,  explains  how  the 
Constitution  is  to  be  ratified. 

After  ratification  of  the  document,  ten 
amendments  were  added  and  designated  as 
our  Bill  of  Rights.  To  date,  the  Constitution 
has  been  amended  twenty-six  times,  the 
most  recent  amendment  giving  young 
people  the  right  to  vote  at  age  eighteen. 

Now  to  look  at  some  of  the  major  provi- 
sions of  the  document  itself.  Many  princi- 
ples could  l)€  examined,  but  I  mention  five 
as  being  crucial  to  the  preservation  of  our 
freedom.  If  we  understand  the  workability 
of  these,  we  have  taken  the  first  step  in  de- 
fending our  freedoms. 

MAJOR  PROVISIONS  OF  THE  DOCUMENT 

Sovereignty  of  the  People 

First  Sovereignty  lies  in  the  people  them- 
selves. E^^ery  governmental  system  has  a 
sovereign,  one  or  several  who  possess  all  the 
executive,   legislative,   and  judicial   powers. 


That  sovereign  may  be  an  individual,  a 
group,  or  the  people  themselves.  Broadly 
speaking,  there  are  only  two  govermental 
systems  in  the  world  today.  One  system  rec- 
ognizes that  the  sovereign  power  is  vested  in 
one  person  or  a  group  of  people  who  serve 
as  head  of  state.  This  kind  of  government 
rests  on  the  premise  that  the  ruler  grants  to 
the  people  the  rights  and  powers  the  ruler 
thinks  they  should  have.  This  system  is 
wrong,  regardless  of  how  benevolent  the  dic- 
tator may  be.  because  it  denies  that  which 
belongs  to  all  people  inalienably—  the  right 
to  life,  liberty,  and  property. 

The  Founding  Fathers  believed  in 
common  law,  which  holds  that  true  sover- 
eignty rests  with  the  people.  Believing  this 
to  be  in  accord  with  truth,  they  inserted 
this  imperative  in  the  Declaration  of  Inde- 
pendence: "To  secure  these  rights  (life,  lib- 
erty, and  the  pursuit  of  happiness],  govern- 
ments are  instituted  among  men,  deriving 
their  just  powers  from  the  consent  of  the 
governed." 

Separation  of  Powers 

Second:  To  safeguard  these  rights,  the 
Founding  Fathers  provided  for  the  separa- 
tion of  power  among  the  three  branches  of 
government— the  legislative,  the  executive, 
and  the  judicial.  Each  was  to  be  independ- 
ent of  the  other,  yet  each  was  to  work  in  a 
unified  relationship.  As  the  great  constitu- 
tionalist I»resident  J.  Reuben  Clark  noted: 
"It  is  the  union  of  independence  and  de- 
pendence of  these  branches— legislative,  ex- 
ecutive, and  judicial— and  of  the  governmen- 
tal functions  possessed  by  each  of  them, 
that  constitutes  the  marvelous  genius  of 
this  unrivaled  document.  ...  It  was  here 
that  the  divine  inspiration  came.  It  was 
truly  a  miracle."  (Church  News,  November 
29.  1952.  p.  12.) 

In  order  to  avoid  a  concentration  of  power 
in  any  one  branch,  the  Pounding  Fathers 
created  a  system  of  government  that  provid- 
ed checks  and  balances.  Congress  could  pass 
laws,  but  the  president  could  check  these 
laws  with  a  veto.  Congress,  however,  could 
override  the  veto  and.  by  its  means  of  initia- 
tive in  taxation,  could  further  restrain  the 
executive  department,  the  Supreme  Court 
could  nullify  laws  passed  by  the  Congre-ss 
and  signed  by  the  president,  but  Congress 
could  limit  the  court's  appellate  jurisdic- 
tion. The  president  could  appoint  judges  for 
their  lifetime  with  the  consent  of  the 
Senate. 

The  use  of  checks  and  balances  was  delib- 
erately designed,  first,  to  make  it  difficult 
for  a  minority  of  the  people  to  control  the 
government,  and  second,  to  place  restraint 
on  the  government  itself. 

Limited  Powers  of  Government 

Third:  The  powers  the  people  granted  to 
the  three  branches  of  government  were  spe- 
cifically limited.  Originally,  the  Constitu- 
tion permitted  few  powers  to  the  federal 
governm.ent,  these  chiefly  being,  as  Thomas 
Jefferson  said,  the  powers  concerning  "war. 
peace,  negotiation  and  distributing  to  every 
one  exactly  the  functions  he  is  competent 
to.  Let  the  national  government  be  entrust- 
ed with  the  defence  of  the  nation,  and  its 
foreign  and  federal  relations:  the  State  gov- 
ernments with  the  civil  rights,  law.  police, 
and  administration  of  what  concerns  the 
State  generally,  the  counties  with  the  local 
concerns  of  the  counties,  and  each  ward 
direct  the  interest  within  itself.  It  is  by  di- 
viding and  subdividing  these  republics  from 
the  great  national  one  down  through  all  its 
subordinations  .  .  .  that  all  will  be  done  for 
the  best.  What  has  destroyed  liberty  and  the 


rights  of  man  in  every  government  which 
has  ever  existed  under  the  sun?  The  general- 
izing and  concentrating  all  cares  and 
powers  into  one  body." 

The  Pounding  Fathers  well  understood 
human  nature  and  its  tendency  to  exercise 
unrighteous  dominion  when  given  author- 
ity. A  Constitution  was  therefore  designed 
to  limit  government  to  certain  enumerated 
functions,  beyond  which  was  tyranny. 

77ie  Principle  of  Representation 

Fourth:  Our  Constitutional  government  is 
based  on  the  principle  of  representation. 
The  principle  of  representation  means  that 
we  have  delegated  to  an  elected  official  the 
power  to  represent  us.  The  Constitution 
provides  for  both  direct  representation  and 
indirect  representation.  Both  forms  of  rep- 
resentation provide  a  tempering  influence 
on  pure  democracy. 

The  House  of  Representatives  was  elected 
for  only  two  years  by  direct  vote  of  the 
people  on  a  population  basis.  This  conces- 
sion to  democracy  was  balanced  by  the  es- 
tablishment of  a  Senate,  originally  elected 
for  six  years,  by  state  legislatures.  This  was 
an  ingenious  sy.stem  whereby  the  Senate, 
not  directly  responsible  to  the  people,  could 
act  as  a  restraining  influence  on  any  dema- 
goguery  by  the  House.  No  law  could  be 
passed  without  the  majority  approval  of  the 
House,  whose  members  were  directly  elected 
by  the  populace:  but  also,  a  law  had  to  have 
the  majority  concurrence  of  the  Senate, 
who  at  that  time  were  not  elected  by  the 
people.  In  this  way.  the  passions  and  im- 
pulses of  the  majority  vote  were  checked. 

The  intent  was  to  protect  the  individual's 
and  the  minority's  rights  to  life,  liberty,  and 
the  fruits  of  their  labors— property.  These 
rights  were  not  to  be  subject  to  majority 
vote. 

We  all  know,  of  course,  that  this  system 
was  altered  by  amendment  so  that  today 
both  House  and  Senate  are  elected  by  direct 
popular  vote. 

A  Moral  and  Righteous  People 
Fifth:  The  Constitution  was  designed  to 
work  only  with  a  moral  and  righteous 
people.  "Our  Constitution."  said  John 
Adams  (first  vice-president  and  second 
president  of  the  United  States),  "was  made 
only  for  a  moral  and  religious  people.  It  is 
wholly  inadequate  to  the  government  of  any 
other." 

In  recognizing  God  as  the  source  of  their 
rights,  the  Founding  Fathers  declared  Him 
to  be  the  ultimate  authority  for  their  basis 
of  law.  This  led  them  to  the  conviction  that 
people  do  not  make  law  but  merely  acknowl- 
edge preexisting  law.  giving  it  specific  appli- 
cation. The  Constitution  was  conceived  to 
be  such  an  expression  of  higher  law.  And 
when  their  work  was  done.  Madison  wrote: 
"It  is  impossible  for  the  man  of  pious  reflec- 
tion not  to  perceive  in  it  a  finger  of  that  Al- 
mighty hand  which  has  been  so  frequently 
and  signally  extended  to  our  relief  in  the 
critical  stage  of  the  revolution."  (The  Feder- 
alist, no.  37. ) 

THE  CRISIS  OF  OUR  CONSTITUTION 

This.  then,  is  the  ingenious  and  inspired 
document  created  by  these  good  and  wise 
men  for  the  benefit  and  blessing  of  future 
generations.  We  are  the  beneficiaries  of 
their  work,  and  we  owe  a  great  debt  of  grati- 
tude to  them  and  to  our  God  who  led  them 
in  their  task. 

In  a  talk  to  the  youth  of  the  Church  con- 
cerning America  and  the  Constitution, 
President  J.  Reuben  Clark  said:  "May  I  tell 
you  a  few  of  the  elemental  principles?  It 
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[the  Constitution]  gave  us,  for  perhaps  the 
first  time  in  all  history,  a  republic  with  the 
three  basic  divisions  of  government— the 
Legislative,  Executive,  and  Judicial— mutu- 
ally and  completely  independent,  the  one 
from  the  other,  under  which  it  is  not  possi- 
ble for  any  branch  of  the  government  legal- 
ly to  set  up  a  system  by  which  that  branch 
can  first  conceive  what  it  wants  to  do,  thea 
make  the  law  ordering  its  doing  and  then, 
itself.  Judge  its  own  enforcement  of  its  own 
law.  a  system  that  has  always  brought  ex- 
tortion, oppression,  intimidation,  tyranny, 
despotism— a  system  that  every  dictator  has 
employed  aAd  must  employ."  (Improvement 
Era,  July  1940.  p.  443.) 

It  is  now  two  hundred  years  since  the 
Constitution  was  written.  Have  we  been  wise 
beneficiaries  of  the  gift  entrusted  to  us? 
Have  we  valued  and  protected  the  principles 
laid  down  by  this  great  document? 

At  this  bicentennial  celebration  we  must, 
with  sadness,  say  that  we  have  not  been 
wise  in  keeping  the  trust  of  our  Founding 
Fathers.  For  the  past  two  centuries,  those 
who  do  not  prize  freedom  have  chipped 
away  at  every  major  clause  of  our  Constitu- 
tion until  today  we  face  a  crisis  of  great  di- 
mensions. 

Erosion  of  Our  Freedoms 

Let  me  cite,  just  briefly,  two  exaimples  of 
the  erosion  of  our  constitutional  freedoms. 
Both  have  come  about  because  we.  the 
people,  have  allowed  the  government  to 
ignore  one  of  the  most  fundamental  stipula- 
tions of  the  Constitution— namely,  the  sepa- 
ration of  powers. 

In  recent  years,  we  have  allowed  Congress 
to  fund  numerous  federal  agencies.  While 
these  agencies  may  provide  some  needed 
services  and  protection  of  rights,  they  also 
encroach  significantly  on  our  constitutional 
rights.  The  number  of  agencies  seems  to 
grow  continually  to  regulate  and  control  the 
lives  of  millions  of  citizens. 

What  many  fail  to  realize  is  that  most  of 
these  federal  agencies  are  unconstitutional. 
Why  are  they  unconstitutional?  They  are 
unconstitutional  because  they  concentrate 
the  functions  of  the  legislative,  executive, 
and  judicial  branches  under  one  head.  They 
have,  in  other  words,  power  to  make  rulings, 
enforce  rulings,  and  adjudicate  penalties 
when  rulings  are  violated.  They  are  uncon- 
stitutional because  they  represent  an  as- 
sumption of  power  not  delegated  to  the  ex- 
ecutive branch  by  the  people.  They  are  also 
unconstitutional  because  the  people  have  no 
power  to  recall  administrative  agency  per- 
sonnel by  their  vote. 

A  second  example  of  this  abandonment  of 
fundamental  principles  can  be  found  in 
recent  trends  in  the  U.S.  Supreme  Court. 
Note  what  Lino  A.  Graglia.  a  professor  of 
law  at  the  University  of  Texas,  has  to  say 
about  this:  "Purporting  merely  to  enforce 
the  Constitution,  the  Supreme  Court  has 
for  some  thirty  years  usurped  and  exercised 
legislative  powers  that  its  predecessors 
could  not  have  dreamed  of.  making  itself 
the  most  powerful  and  important  institu- 
tion of  government  in  regard  to  the  nature 
and  quality  of  life  in  our  society.  .  .  . 

"It  has  literally  decided  issues  of  life  and 
death,  removing  from  the  states  the  power 
to  prevent  or  significantly  restrain  the  prac- 
tice of  abortion,  and.  after  effectively  pro- 
hibiting capital  punishment  for  two  dec- 
ades, now  imposing  such  costly  and  time- 
consuming  restrictions  on  its  use  as  almost 
to  amount  to  prohibition. 

"In  the  area  of  morality  and  religion,  the 
Court  has  removed  from  both  the  federal 
and  state  government  nearly  all  power  to 


prohibit  the  distribution  and  sale  or  exhibi- 
tion of  pornographic  materials.  ...  It  has 
prohibited  the  states  from  providing  for 
prayer  or  Bible-reading  in  the  public 
schools. 

"The  Court  has  created  for  criminal  de- 
fendants rights  that  do  not  exist  under  any 
other  system  of  law— for  example,  the  possi- 
bility of  almost  endless  appeals  with  all 
costs  paid  by  the  state— and  which  have 
made  the  prosecution  and  conviction  of 
criminals  so  complex  and  difficult  as  to 
make  the  attempt  frequently  seem  not 
worthwhile.  It  has  severely  restricted  the 
power  of  the  states  and  cities  to  limit 
marches  and  other  public  demonstrations 
and  otherwise  maintain  order  in  the  streets 
and  other  public  places." 

To  all  who  have  discerning  eyes,  it  is  ap- 
parent that  the  republican  form  of  govern- 
ment established  by  our  noble  forefathers 
cannot  long  endure  once  fundamental  prin- 
ciples are  abandoned.  Momentum  is  gather- 
ing for  another  conflict— a  repetition  of  the 
crisis  of  two  hundred  years  ago.  This  colli- 
sion of  ideas  is  worldwide.  Another  monu- 
mental moment  is  soon  to  be  bom.  The 
issue  is  the  same  that  precipitated  the  great 
premortal  conflict— will  men  be  free  to  de- 
termine their  own  course  of  action  or  must 
they  be  coerced? 

The  Prophecy  of  Joseph  Smith 

We  are  fast  approaching  that  moment 
prophesied  by  Joseph  Smith  when  he  said: 
"Even  this  nation  will  be  on  the  very  verge 
of  crumbling  to  pieces  and  tumbling  to  the 
ground,  and  when  the  Constitution  is  upon 
the  brink  of  ruin,  this  people  will  be  the 
staff  upon  which  the  nation  shall  lean,  and 
they  shall  bear  the  Constitution  away  from 
the  very  verge  of  destruction."  (July  19. 
1840.  Church  Historian's  Office.  Salt  Lake 
City.) 

The  Need  to  Prepare 

Will  we  be  prepared?  Will  we  be  among 
those  who  will  "bear  the  Constitution  away 
from  the  very  verge  of  destruction?"  If  we 
desire  to  be  numbered  among  those  who 
will,  here  are  some  things  we  must  do: 

1.  We  must  be  righteous  and  moral.  We 
must  live  the  gospel  principles— all  of  them. 
We  have  no  right  to  expect  a  higher  degree 
of  morality  from  those  who  represent  us 
than  what  we  ourselves  are.  In  the  final 
analysis,  people  generally  get  the  kind  of 
government  they  deserve.  To  live  a  higher 
law  means  we  will  not  seek  to  receive  what 
we  have  not  earned  by  our  own  labor.  It 
means  we  will  remember  that  government 
owes  us  nothing.  It  means  we  will  keep  the 
laws  of  the  land.  It  means  we  will  look  to 
God  as  our  Lawgiver  and  the  Source  of  our 
liberty. 

2.  We  must  learn  the  principles  of  the  Con- 
stitution and  then  abide  by  its  precepts.  We 
have  been  instructed  again  and  again  to  re- 
flect more  intently  on  the  meaning  and  im- 
portance of  the  Constitution  and  to  adhere 
to  its  principles.  What  have  we  done  about 
this  instruction?  Have  we  read  the  Constitu- 
tion and  pondered  it?  Are  we  aware  of  its 
principles?  Could  we  defend  it?  Can  we  rec- 
ognize when  a  law  is  constitutionally  un- 
sound? The  Church  will  not  tell  us  how  to 
do  this,  but  we  are  admonished  to  do  it.  I 
quote  Abraham  Lincoln:  "Let  [the  Constitu- 
tion] be  taught  in  schools,  in  seminaries, 
and  in  colleges,  let  it  be  written  in  primers, 
in  spelling  books  and  in  almanacs,  let  it  be 
preached  from  the  pulpit,  proclaimed  in  leg- 
islative halls,  and  enforced  in  courts  of  jus- 
tice. And.  in  short,  let  it  become  the  politi- 
cal relig;ion  of  the  nation." 


3.  We  must  become  invalided  in  civic  af- 
fairs. As  citizens  of  this  republic,  we  cannot 
do  our  duty  and  be  idle  spectators.  It  is  vital 
that  we  follow  this  counsel  from  the  Lord: 
"1.  the  Lord  God.  make  you  free,  therefore 
ye  are  free  indeed;  and  the  law  also  maketh 
you  free.  Nevertheless,  when  the  wicked 
rule  the  people  mourn.  Wherefore,  honest 
men  and  wise  men  should  be  sought  for  dili- 
gently, and  good  men  and  wise  men  ye 
should  observe  to  uphold:  otherwise  whatso- 
ever is  less  than  these  cometh  of  evil.  And  I 
give  unto  you  a  commandment,  that  ye  shall 
forsake  all  evil  and  cleave  unto  all  good, 
that  ye  shall  live  by  every  word  which  pro- 
ceedeth  forth  out  of  the  mouth  of  God." 
(D&C  98:8-11.) 

Note  the  qualities  that  the  Lord  demands 
in  those  who  are  to  represent  us.  They  must 
be  good,  wise,  and  honest.  Some  leaders  may 
be  honest  and  good  but  unwise  in  legislation 
they  choose  to  support.  Others  may  possess 
wisdom  but  be  dishonest  and  unvirtuous. 
We  must  be  concerted  in  our  desires  and  ef- 
forts to  see  men  and  women  represent  us 
who  possess  all  three  of  these  qualities. 

4.  We  must  make  our  influence  felt  by  our 
vote,  our  letters,  and  our  advice.  We  must  be 
wisely  informed  and  let  others  know  how  we 
feel.  We  must  take  part  in  local  precinct 
meetings  and  select  delegates  who  will  truly 
represent  our  feelings. 

I  have  faith  that  the  Constitution  will  be 
saved  as  prophesied  by  Joseph  Smith.  But  it 
will  not  be  saved  in  Washington.  It  will  be 
saved  by  the  citizens  of  the  nation  who  love 
and  cherish  freedom.  It  will  be  saved  by  en- 
lightened members  of  this  Church— men 
and  women  who  will  subscribe  to  and  abide 
the  principles  of  the  Constitution. 

THE  CONSTITUTION  REQUIRES  OUR  LOYALTY 
AND  SUPPORT 

I  reverence  the  Constitution  of  the  United 
States  as  a  sacred  document.  To  me  its 
words  are  akin  to  the  revelations  of  God.  for 
God  has  placed  His  stamp  of  approval  on 
the  Constitution  of  this  land.  I  testify  that 
the  God  of  heaven  sent  some  of  His  choicest 
spirits  to  lay  the  foundation  of  this  govern- 
ment, and  He  has  sent  other  choice  spirits- 
even  you  who  read  my  words— to  preserve  it. 

Our  feelings  for  this  marvelous  document 
should  be  the  same  as  tho.se  attributed  to 
John  Adams  by  Daniel  Webster.  When 
others  were  vacillating  on  whether  to  adopt 
the  Declaration  of  Independence,  the  senti- 
ments of  John  Adams  were  these:  "Sink  or 
swim,  live  or  die.  survive  or  perish,  I  give  my 
hand  and  my  heart  to  this  vote.  It  is  true, 
indeed,  that  in  the  beginning  we  aimed  not 
at  independence.  But  there's  a  Divinity  that 
shapes  our  ends  ....  Why.  then,  should  we 
defer  the  Declaration?  .  .  .  You  and  I. 
indeed,  may  rue  it.  We  may  not  live  to  see 
the  time  when  this  Declaration  shall  be 
made  good.  We  may  die:  die  Colonists,  die 
slaves,  die,  it  may  be,  ignominiously  and  on 
the  scaffold. 

•Be  it  so.  Be  it  so. 

"If  it  be  the  pleasure  of  Heaven  that  my 
country  shall  require  the  poor  offering  of 
my  life,  the  victim  shall  be  ready.  .  .  .  But 
while  I  do  live,  let  me  have  a  country,  or  at 
least  the  hope  of  a  country,  and  that  a  free 
country. 

"But  whatever  may  be  our  fate,  be  assured 
.  .  .  that  this  Declaration  will  stand.  It  may 
cost  treasure,  and  it  may  cost  blood,  but  it 
will  stand  and  it  will  richly  compensate  for 
both. 

"Through  the  thick  gloom  of  the  present. 
I  see  the  brightness  of  the  future  as  the  sun 
in  heaven.  We  shall  make  this  a  glorious,  an 
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inunort&l  day.  When  we  are  in  our  graves. 
our  children  will  honor  it.  They  will  cele- 
brate it  with  thanksgiving,  with  festivity, 
with  bonfires,  and  illuminations.  .  .  . 

"Before  God.  I  believe  the  hour  is  come. 
My  judgment  approves  this  measure,  and 
my  whole  heart  is  in  it.  All  that  I  have,  and 
all  that  I  am,  and  all  that  I  hope,  in  this 
life.  I  am  now  ready  here  to  stake  upon  it; 
and  I  leave  off  as  I  began,  that  live  or  die, 
survive  or  perish.  I  am  for  the  Declaration. 
It  is  my  living  sentiment,  and  by  the  bless- 
ing of  God  it  shall  be  my  dying  sentiment. 
Independence  now,  and  Independence  for- 
ever." 

We.  the  blessed  beneficiaries,  likewise  face 
difficult  days  in  this  beloved  land,  "a  land 
which  is  choice  above  all  other  lands." 
(Ether  2:10.) 

It  may  also  cost  us  blood  before  we  are 
through.  It  is  my  conviction,  however,  that 
when  the  Lord  comes,  the  Stars  and  Stripes 
will  be  floating  on  the  breeze  over  this 
people.  May  it  be  so,  and  may  God  give  us 
the  faith  and  the  courage  exhibited  by 
those  patriots  who  pledged  their  lives  and 
fortunes  that  we  might  be  free. 
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THE  RETIREMENT  OF  JUDGE 
EDWARD  B.  TOLES 

•  Mr.  DIXON.  Mr.  President,  I  would 
lilce  to  talte  this  opportunity  to  advise 
my  colleagues  of  the  retirement  of  a 
very  distinguished  judge  and  lawyer 


after  50  years  of  conscientious  service 
to  his  community.  State  and  Nation. 

After  18  years  of  service  as  bank- 
ruptcy judge  for  the  northern  district 
of  Illinois.  Judge  Edward  B.  Toles  will 
take  his  retirement  when  his  term  ex- 
pires on  October  1,  1986. 

Recently,  Judge  Toles  was  honored 
with  the  "Senior  Counselor  Award"  by 
the  Illinois  State  Bar.  the  Chicago  Bar 
Association  and  the  Judicial  Council 
of  the  National  Bar. 

The  career  of  Judge  Toles  stands  as 
an  outstanding  example  of  the  success 
that  can  be  attained  in  our  country 
with  determination  and  talent  and  I 
think  it  would  be  very  instructive  to 
include  some  history  of  his  extraordi- 
nary career. 

I  ask  that  articles  from  the  Chicago 
Daily  Defender  and  the  Chicago  Daily 
Law  Bulletin  regarding  Judge  Edward 
B.  Toles  be  printed  in  the  Record. 

The  articles  follow: 

[From  The  Chicago  Defender,  June  25, 
1986] 

Bar  Recognizes  Judge  Toles 

Judge  Edward  B.  Toles,  76.  will  receive  the 
"Senior  Counselor  Award"  at  the  annual 
meetings  of  both  the  Illinois  State  Bar  Asso- 
ciation at  the  Marriott  Hotel.  Lincolnshire, 
111.,  and  the  Chicago  Bar  Association  Thurs- 
day at  the  Bar  Association  Luncheon. 

Judge  Toles.  a  graduate  of  the  University 
of  Illinois  (A.B.  1932)  and  Chicago's  Loyola 
University  School  of  Law  (J.D.  1936)  was  ad- 
mitted to  the  bar  on  February  13,  1936.  On 
that  date  he  entered  the  offices  of  the  late 
Edward  H.  Morris,  the  fifth  Black  lawyer 
admitted  to  the  Illinois  Bar— on  June  12. 
1879. 

Toles,  former  Assistant  General  Counsel 
for  The  Chicago  Defender,  was  honored  by 
the  U.S.  War  Department  for  his  services  as 
Defender  War  Correspondent  during  World 
War  II  by  Secretary  of  War  Robert  E.  Pat- 
terson. 

Toles  was  appointed  the  first  Black  Chica- 
go U.S.  Bankruptcy  Judge  in  December  1968 
and  has  served  18  years  on  the  bench.  He 
will  retire  October  1,  1986. 

Married  to  the  former  Evelyn  Echols  for 
42  years,  they  have  one  son.  Edward  B. 
Toles  Jr. 

The  Chicago  Bar  Association  will  also 
honor  16  Chicago  Black  lawyers  who  were 
admitted  to  the  Illinois  Bar  more  than  50 
years  ago. 

Included  in  the  group  is  Earl  B.  Dicker- 
son,  age  95,  admitted  in  1920  and  the  first 
Black  lawyer  admitted  to  the  Chicago  Bar 
Association  in  1945. 

The  remaining  15  lawyers  and  the  year 
each  was  admitted  are:  Earl  B.  Dickerson. 
1920;  Houston  H.  Hall.  1925;  Oscar  C.  Brown 
Sr..  1925:  Aaron  H.  Payne.  1926;  Edward  M. 
Byrd,  1927;  Alvin  H.  Moss.  1929;  John  T. 
Jones.  1930;  Hon.  Sidney  A.  Jones  Jr..  1931: 
Fred  H.  Elliott,  1931;  James  A.  McLendon. 
1933,  Harry  H.  Gibson.  1935;  Truman  K. 
Gibson  Jr..  1935;  Joseph  Attell.  1935;  Archie 
Mills,  1935;  and  George  B.  Nesbitt.  1935. 

[From  the  Chicago  Daily  Law  Bulletin. 
June  19.  1986] 

Toles:  A  Mandate  F^om  Darrow 
Even  though  he's  been  on  the  bench  only 
18  years.  Edward  B.  Toles  has  had  a  passion 
for  judicial  matters  for  almost  five  decades. 


Ever  since  his  career  was  spiritually 
launched  by  Clarence  Darrow,  whom  he 
heard  speak  when  he  was  a  student  at  En- 
glewood  High  School,  Toles  has  fought  long 
and  hard  to  get  black  lawyers  appointed  to 
the  bench. 

The  76-year-old  jurist  still  recalls  how 
Darrow's  deeds  and  words,  especially  the 
latter,  motivated  him  to  pursue  a  career  in 
law.  After  Darrow's  speech,  he  approached 
the  famous  lawyer  and  told  him  of  his 
plans. 

Toles  recalled  that  Darrow  responded, 
"Well,  I  think  this  is  what  you  should  do." 
So  the  young  black  man  turned  those  words 
into  a  mandate  by  combining  them  with 
some  other  motivations  and  goals. 

"I  knew  that  professionalization  was  the 
only  way  we  could  get  ahead,"  said  Toles. 
"We  had  to  have  some  representatives  in 
the  courts." 

His  efforts  to  get  blacks  on  the  bench 
really  picked  up  steam  when  Toles  was  on 
the  judiciary  committees  of  the  National 
Bar  Association  and  the  Cook  County  Bar 
Association  in  the  late  1950s.  In  1961,  when 
Toles  became  president  of  the  CCBA,  his 
campaign  to  increase  blacks  in  the  judiciary 
was  even  more  active.  He  met  with  then- 
mayor  Richard  J.  Daley  and  the  late  presi- 
dent John  F.  Kennedy  to  discuss  the  issue. 

In  May  1961.  at  the  request  of  the  Chica- 
go Tribune  editorial  board,  he  published  an 
op-ed  piece  called  "A  Legitimate  Aim  of 
Negro  Lawyers."  which  put  forth  an  argu- 
ment as  to  why  blacks  should  be  appointed 
to  judgeships.  Three  months  later.  Judge 
James  B.  Parsons,  the  first  black  man  to 
join  the  federal  bench  in  Chicago,  was  ap- 
pointed to  the  U.S.  District  Court. 

By  the  end  of  Toles'  two-year  term,  the 
number  of  black  judges  in  Chicago  had 
jumped  from  four  to  eight.  Then,  when  he 
completed  his  CCBA  presidency,  Toles  him- 
self was  sponsored  for  a  judgeship  and  in 
Decemt)er  of  1968  he  became  the  first  back 
to  be  appointed  to  the  bankruptcy  bench  in 
Chicago. 

But  there  were  other  pivotal  events  in- 
volving black  lawyers  that  left  their  mark 
on  the  jurist. 

One  of  the  early  ones  occurred  when  he 
was  a  student  at  the  University  of  Illinois  in 
Champaign,  where  he  received  his  B.A.  in 
1932  and  attended  law  school  for  two  years 
before  graduating  from  Loyola  Universty 
School  of  Law  in  1936. 

He  and  another  black  law  student,  George 
B.  Nesbitt,  were  denied  service  at  a  down- 
state  snack  shop.  They  were  irate.  "We  de- 
cided to  sue  the  bastards."  recalled  Toles. 
"We  did.  We  lost  the  case  but  the  next  year 
they  opened  up  the  barbershop  and  restau- 
rant so  we  won  something." 

Indeed,  while  the  Urbana  jury  had 
reached  a  verdict  against  the  three  students 
Toles  and  Nesbitt  represented  after  a  three- 
day  trial  in  1938,  blacks  in  the  area  were 
soon  free  to  patronize  all  restaurants,  movie 
houses  and  barbershops. 

That  case  was  argued  while  Toles  was  at 
his  first  post-law-school  job  as  an  associate 
with  the  law  offices  of  Edward  H.  Morris, 
the  fifth  black  lawyer  admitted  to  the  Illi- 
nois bar.  It  was  a  general  and  varied  prac- 
tice and  one  that  gave  him  his  first  taste  of 
bankruptcy  law.  While  there,  Toles  repre- 
sented a  400-employee  black  insurance  com- 
pany that  was  having  financial  difficulties. 
He  supervised  their  finances. 

Morris'  firm  was  also  one  of  the  only  op- 
tions for  a  young  black  lawyer  at  the  time. 
"Black  lawyers  had  no  firms  as  the  white 
lawyers  did, "  Toles  recalled,   adding  that 
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Chicago's  black  bar  numbered  only  about 
200  when  he  graduated  from  law  school. 

That  situation,  which  the  judge  said 
hasn't  improved  much,  provided  another 
imetus  in  his  lifelong  judicial  mission. 
"Blacks  could  not  and  still  can  not  be  admit- 
ted to  big  white  firms,  so  the  only  place  for 
you  to  make  a  competitive  living  is  in  the 
public  arena. "  Toles  explained.  'They  can't 
deny  you  that." 

He  got  a  brief  taste  of  the  same  when  he 
was  appointed  assistant  attorney  with  the 
U.S.  Housing  Authority  in  Washington.  D.C. 
in  1939.  a  post  he  held  until  1941.  when  he 
served  as  assistant  general  counsel  for  the 
publishing  company  that  published  the  De- 
fender. Chicago's  only  black  dally  newspa- 
per. When  the  war  intervened  in  1943,  Toles 
became  the  Defender's  correspondent,  the 
first  black  to  cover  black  troops  in  Europe. 

Toles'  major  concentration  in  recent  years 
has  focused  on  the  area's  bankruptcy 
docket.  As  a  judge,  he's  presided  over  some 
of  the  Northern  District's  largest  cases. 
They  include  reorganizations  from  the  Ex- 
ecutive House  hotel  to  the  Warshawsky  & 
Co.  auto  parts  company,  from  the  Gaslight 
Clubs  case  to  Chicago's  last  brewery,  Mei- 
ster  Brau. 

But  he's  also  continued  to  contribute  the 
black  bar.  As  the  official  historian  for  the 
National  Bar  association,  the  judge  has 
proved  to  be  an  invaluable  source  of  statisti- 
cal and  historical  information  on  black  law- 
yers and  judges,  much  of  which  has  figured 
its  way  into  publications  and  congressional 
records. 

The  walls  of  Toles's  chambers  and  court- 
room offer  a  less  formal  version  of  black 
legal  history.  They  are  covered  with  pic- 
tures of  the  judge  at  various  stages  in  his 
crusade  to  increase  the  number  of  blacks  on 
the  bench.  Photos  of  most  of  Illinois  black 
judges  and  of  Toles  with  Kennedy,  Daley, 
U.S.  Supreme  Court  Chief  Justice  Warren 
Burger  and  countless  others  crowd  along- 
side the  many  awards  and  recognitions 
Toles  had  received. 

As  he  looks  at  the  wall  and  ponders  his 
pending  retirement  this  fall,  a  characteristic 
gentle  but  toothy  smile  spreads  across 
Toles'  face  and  he  softly  says,  "I  have  had 
50  years  of  good  fortune."* 


WHAT  EVER  HAPPENED  TO  THE 
ENERGY  CRISIS 

•  Mr.  HEINZ.  Mr.  President.  "What 
Ever  Happened  to  the  Energy  Crisis," 
an  op-ed  by  Mr.  Gus.  S.  Nicholas,  ap- 
peared in  the  Monday,  September  22 
Wall  Street  Journal,  and  I  urge  all  of 
my  colleagues  to  read  it. 

Mr.  Nicholas  argues,  and  I  agree, 
that  the  energy  crisis  of  the  1970's  is 
still  with  us.  I  am  concerned  that  the 
drop  in  oil  prices  has  lulled  us  into  a 
false  sense  of  security.  Just  as  oil 
prices  plummeted  almost  overnight,  so 
can  they  skyrocket  in  an  equally  short 
time,  just  as  they  did  in  the  1970's. 

The  fact  remains  that  fossil  fuels  are 
a  finite  resource.  There  is  less  oil  in 
the  ground  now  than  there  was  in  the 
1970's,  and  that  amount  diminishes 
every  day. 

Conservation  is  a  vital  component  of 
our  energy  policy,  and  to  the  extent 
that  we  allow  our  conservation  efforts 
to  lapse  we  do  so  at  the  peril  of  Ameri- 
ca's security. 


Mr.  President,  I  ask  that  Mr.  Nicho- 
las' excellent  and  thoughtful  article  be 
printed  in  full  at  this  point  in  the 
Record. 

The  article  follows: 

What  Ever  Happened  to  the  Energy 
Crisis? 

(By  Gus  S.  Nicholas) 

With  oil  prices  having  plunged  50%  and 
gasoline  40%  since  the  last  quarter  of  1985. 
one  could  conclude— the  recent  OPEC 
accord  not  withstanding— that  there  never 
was  an  energy  crisis.  Does  anyone  even  re- 
member President  Carter  on  TV  with  his 
sweater?  The  arguments  for  conservation, 
however,  remain  as  powerful  as  ever. 

Today's  prices  for  fossil  fuels  and  their  de- 
rivatives are  more  a  function  of  demand 
than  any  long-term  energy  supply  solution. 
In  1984.  the  last  year  for  which  data  are 
available,  the  U.S.  used  less  energy  than  in 
1973.  World  energy  output  meanwhile,  in 
the  third  year  of  the  first  Reagan  term,  was 
down  2.6%  from  what  was  produced  in 
President  Carter's  last  year  in  office.  Addi- 
tionally, the  flat  U.S.  consumption  curve 
over  the  12  years  through  1984  was  achieved 
in  the  face  of  a  30.7%  increase  in  constant 
dollar  gross  national  product.  This  is  glow- 
ing testimony  to  the  efficacy  of  conserva- 
tion legislation  and  incentives.  It  was  not  a 
signal  to  relax  auto  mileage  rules  or  phase 
out  the  energy  investment  tax  credits,  nor 
does  it  warrant  raising  the  highway  speed 
limit  back  to  70  mph. 

In  1975,  the  Energy  Policy  and  Energy 
Conservation  Act  became  law.  It  mandated 
that  in  the  nation's  10  largest  industries, 
manufacturers  consuming  more  than  one 
trillion  BTUs  per  year  report  their  energy 
use  per  unit  of  output  against  1972  as  base. 
A  goal  was  also  set  for  these  firms  to  reduce 
by  1980  their  energy  use  per  unit  of  output 
by  an  industry -specific  percentage,  e.g.,  12% 
for  food.  22%  for  textiles  and  20%  for  paper. 
The  food  industry,  for  one,  surpassed  its 
1980  goal  and  in  1985  operated  with  28% 
less  energy  per  unit  of  output  than  it  did  in 
1972.  Prom  1973  to  1983,  the  auto  industry 
similarly  improved  the  gasoline  economy  of 
its  product  by  27%.  from  13.1  to  16.7  miles 
per  gallon. 

If  we  consumed  energy  today  at  the  1972 
per  dollar  of  GNP  rate,  and  the  incremental 
23.4  quadrillion  BTUs  were  supplied  by  im- 
ported oil  at  $15  a  barrel,  the  U.S.  trade  def- 
icit would  balloon  by  $60  billjon.  Conversely, 
if  the  U.S.  used  energy  as  efficiently  as 
Western  Europe,  our  energy  bill  would  be 
nearly  halved.  But  only  a  more  achievable 
12%  improvement  would  be  necessary  to 
eliminate  imported  fuel.  At  $15  a  barrel  this 
would  reduce  the  trade  deficit  by  $23  billion. 

ECONOMIC  GROWTH  AND  THE  ENERGY  MARKET 
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The  U.S..  with  less  than  5%  of  the  world's 
population,  uses  more  than  25%  of  its 
energy  produced.  Each  American  uses  312 
million  BTUs  a  year.  6.5  times  the  global  av- 
erage. Pulling  the  U.S.  from  the  compari- 
sion  does  not  yield  a  world  with  egalitarian 
per  capita  energy  consumption  rates  but  the 
disparity  caiuiot  be  simply  dismissed  with 
the  argument  that  the  Third  World  drags 
down  the  world  average.  Per-capita  U.S. 
energy  usage  is  1.8  times  West  Germany's. 
1.9  times  Switzerland's.  2.3  times  Denmark's 
and  2.4  times  Japan's,  though  by  some  yard- 
sticks, these  countries'  living  standards  top 
America's. 

At  the  present  rate  of  world  consumption 
the  earth's  estimated  fossil  fuel  reserves 
would  last  109  years.  If  the  U.S.  rates  were 
extrapolated  to  the  rest  of  the  globe,  world 
annual  energy  consumption  would  increase 
5.28  times  and  the  world  fossil  fuel  cup- 
board would  go  bare  in  20  years.  But  reduc- 
ing U.S.  consumption  rates  to  West  German 
levels  would  stretch  fossil  fuel  reserves  for 
the  entire  world  by  13  years,  and  Japan's 
rates  would  keep  the  lights  burning  for  19 
additional  years. 

Energy  resources  will  be  extended  by  a  va- 
riety of  means,  not  a  single  technology  such 
as  nuclear.  Co-generation  can  as  much  as 
double  the  efficiency  of  the  inherently  inef- 
ficient power  plant  cycle  from  .35  to  .75 
BTU  of  electricity  produced  per  BTU  fuel 
consumed;  there  are  enough  potential  hy- 
droelectric sites  in  the  U.S.  to  totally  meet 
our  electric  requirements:  solid  waste  could 
generate  from  5%  to  10%  of  U.S.  electrical 
requirements:  altered  building  codes  could 
reduce  residential  energy  use  as  much  as 
29%.  and  U.S.  energy  consumption  18%;  re- 
cycled paper  requires  36%  as  much  energy 
and  recycled  aluminum  4%  as  much  as  the 
virgin  materials,  yet  only  al>out  a  fourth  of 
those  high  energy  using  products  is  recy- 
cled. 

To  date,  energy  conservation  projects 
have  not  been  given  economic  credits  for  en- 
vironmental clean-up  they  made  unneces- 
sary. Replacing  systems  only  when  justified 
by  the  cost  of  fuel  saved  suppresses  conser- 
vation investments.  It  Is  not  that  there  is  a 
lack  of  acid  rain  caused  environmental 
damage  estimates,  both  in  the  U.S.  and 
abroad.  European  Community  estimates  for 
forest  damage  are  $200  million  a  year.  One- 
third  of  Swiss  and  German  forests  are  clas- 
sified as  dying.  U.S.  estimates  for  building 
damages  range  from  $2  billion  to  $5  billion  a 
year.  In  Europe  corresponding  numbers  are 
$500  million  to  $2.7  billion.  Experiments 
have  shown  that  rain  with  acidity  equal  to 
that  falling  on  the  eastern  U.S.  cuts  soy- 
bean yields  11%. 

Per  capita  energy  coisumption 

(Tons  of  oil  equivalent,  annual) 

Country:  Tons  oil 

United  States 7.59 

Sweden 5.91 

West  Germany 4.31 

Switzerland 3.89 

Denmark 3.37 

Japan 3.14 

Italy 2.39 

Spain 1-91 

Turkey .'. 78 

Source:  OECD  Observer. 

The  EPA  has  determined  that  the  envi- 
ronmental benefits  of  air  clean-up  alone  are 
equal  to  the  cost  of  emission  controls  before 
even  considering  damage  from  acid  fallout 
in  the  form  of  rain.  Five  to  10  years  are  nec- 
essary before  significant  reductions  in  emis- 
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sions  can  be  made,  so  there  is  cause  for 
clamor.  But  while  a  frontal  attack  on  acid 
rain  is  in  order,  a  strategically  meritorious 
flanking  action  is  the  reduction  of  pollution 
via  conservation  initiatives  incited  by  appro- 
priate financial  credits.  Certainly  scientists 
in  both  camps  can  respect  a  law  that  postu- 
lates: What  does  not  go  up.  cannot  come 
down. 

The  specter  of  $2-per-gallon  gasoline  was 
never  the  only  argument  for  an  energy 
policy.  The  marketplace  is  not  a  particularly 
noted  long-range  visionary.  Why  not  launch 
programs  dealing  with  the  inevitable  today, 
instead  of  crash,  price  sponsored  programs 
in  the  future  when  depletion  is  on  the  hori- 
zon? It  is  incumbent  on  the  leadership  of 
the  world's  largest  energy  consumer  to 
bring  the  energy  issue  to  the  fore  and 
strengthen,  not  roll  l>ack,  programs  to  ad- 
dress it.» 


NRC  IGNORES  ITS  OWN  SAFETY 
REVIEW  PROCEDURES 

•  Mr.  BIDEN.  Mr.  President,  the 
Nuclear  Regulatory  Commission 
[NRC]  is  considering  approval  of  a 
full-power  operating  license  for  the 
Perry- 1  nuclear  powerplant  in  Ohio. 
Unfortunately,  the  NRC  appears  will- 
ing to  take  this  final  step  toward  com- 
mercial operation  even  though  its  own 
licensing  appeal  board  believes  there 
may  be  serious  questions  about  the 
ability  of  the  plant  to  operate  safely. 

The  safety  question  was  raised  by 
the  Ohio  Citizens  for  Responsible 
Energy  tOCRE],  in  relation  to  an 
earthquake  on  January  31  centered 
near  the  Perry  reactor.  Seismic  equip- 
ment at  the  facility  measured  ground 
motion  which  exceeded  the  plant's 
design  standards.  Soon  after  the 
earthquake,  OCRE,  as  an  intervenor 
in  the  licensing  case,  filed  a  request 
for  the  atomic  safety  and  licensing 
appeal  board  to  reopen  the  licensing 
hearing  based  on  this  new  informa- 
tion. 

The  Perry  plant  is  close  to  qualify- 
ing for  a  full-power  license.  It  would 
be  very  unusual  for  an  appeals  board 
to  reopen  a  hearing  at  such  a  late 
date.  However,  the  NRC's  own  regula- 
tions allow  for  just  such  an  event,  as 
long  as  certain  criteria  are  met.  The 
three-part  test  for  reopening  the  hear- 
ing are: 

First.  Is  the  motion  timely? 

Second.  Does  it  address  significant 
safety  or  environmental  issues? 

Third.  Might  a  different  result  have 
been  reached  had  the  newly  proffered 
material  been  considered  initially?      , 

The  appeal  board  reviewed  the  infor- 
mation on  the  earthquake  in  the  inter- 
veners' request,  and  the  response  to 
those  charges  by  the  plant  operator 
and  the  NRC  staff.  The  decision  of  the 
appeals  board  was  that: 

Our  examination  of  the  documentary  sub- 
missions of  the  applicants  and  staff  have 
given  rise  to  several  questions  that,  in  our 
view,  require  further  exploration  l)efore  we 
can  decide  with  any  degree  of  confidence 
whether  a  reopening  of  the  record  is  justi- 
fied. 


The  appeal  board  decided  that  it 
wanted  to  hold  a  1-day  hearing  with  a 
very  limited  purpose: 

To  aid  our  determination  on  whether 
there  is  warrant  to  reopen  the  record  for 
the  admission  and  full  litigation  of  OCRE's 
newly  proposed  seismic  contention. 

The  appeal  board  proposal  balanced 
questions  about  the  impact  of  the 
earthquake  on  the  plant  structure 
with  its  desire  to  avoid  a  full  scale  re- 
opening of  the  hearing  on  sketchy  evi- 
dence. 

Unfortunately,  this  apparently  rea- 
sonable approach  did  not  suit  the 
NRC  Commissioners.  In  an  even  more 
unusual  procedure  than  the  one  con- 
templated by  the  appeal  board,  a  ma- 
jority of  the  Commissioners  ordered 
the  board  to  cancel  its  hearing.  No 
review  of  the  concerns  raised  by  the 
earthquake  would  be  made  under  the 
Commissions  actions.  The  appeal 
board  may  believe  that  there  was  a  po- 
tentially serious  problem  indicated  by 
the  earthquake,  but  a  majority  of  the 
Commissioners  clearly  did  not  want  a 
preliminary  review. 

To  add  to  the  list  of  unusual  actions 
related  to  this  case,  the  Sixth  Circuit 
Court  issued  an  injunction  blocking 
the  NRC  from  voting  on  a  full-power 
license  for  Perry- 1  until  questions 
about  the  plant's  ability  to  withstand 
an  earthquake  have  been  cleared  up. 
This  is  the  first  time  the  NRC  has 
been  blocked  from  voting  on  a  license 
because  of  a  procedural  issue. 

This  matter  may  be  settled  soon,  be- 
cause the  Sixth  Circuit  Court  has  re- 
ceived written  briefs  on  the  issues  and 
yesterday  heard  oral  arguments.  How- 
ever, the  actions  of  the  NRC  are  cause 
for  concern  even  after  the  court  ren- 
ders its  decision  in  the  case. 

The  Commission  appears  willing  to 
disregard  at  least  the  spirit  of  its  own 
regulations  designed  to  ensure  that  all 
reasonable  safety  concerns  are  ad- 
dressed before  a  full-power  license  is 
granted  to  a  commercial  plant.  The  in- 
disputable fact  that  the  seismic  equip- 
ment in  the  foundation  of  the  plant 
took  measurements  in  excess  of  those 
the  plant  is  designed  to  withstand 
would  appear  to  raise  a  legitimate 
safety  concern. 

I  am  also  concerned  that  the  NRC, 
in  its  initial  rejection  of  the  appeal 
board's  effort  stated  "simply  put,  the 
burden  of  satisfying  reopening  re- 
quirements is  on  the  movant  and 
boards  must  base  their  decisions  on 
what  is  before  them."  In  this  case,  the 
appeal  board  stated  that  the  surface 
facts  of  the  case  were  in  favor  of  the 
OCRE  request,  but  that  the  utility 
and  NRC  staff  raised  complex,  techni- 
cal arguments  that  the  higher  num- 
bers did  not  pose  a  significant  safety 
threat.  After  reviewing  their  com 
ments  on  the  decision  to  hold  an  infor- 
mal hearing,  it  appears  the  appeal 
board  wanted  a  further  explanation  of 


the  technical  information,  not  the 
OCRE  information. 

The  signal  the  Commission's  actions 
send  to  the  staff  is  a  poor  one.  The 
appeal  board  was  handed  a  tricky  case, 
and  tried  to  find  a  way  to  resolve  it  in 
a  way  that  would  not  require  the  re- 
sources of  a  more  formal  hearing.  The 
Commission's  response  tells  the  appeal 
board  that  either  it  must  become  an 
instant  expert  in  geology,  seismology, 
and  engineering  mechanics,  or  it 
cannot  reopen  a  hearing.  The  Commis- 
sion cannot  send  this  kind  of  message 
to  its  staff  and  expect  them  to  be  the 
advocates  of  safety  that  the  public  de- 
mands. 

I  am  concerned  that  this  action  by 
the  NRC  is  another  example  of  the 
drift  away  from  a  commitment  to 
safety  at  the  Commission.  It  has  not 
been  a  sudden  shift,  but  rather  one 
that  has  developed  over  the  years.  We 
need  to  reform  the  NRC  to  bring  it 
into  line  with  the  changing  responsi- 
bilities and  conditions  in  the  nuclear 
industry.  The  safety  board  proposal  I 
have  put  forward  is  a  step  that  should 
be  taken  to  increase  the  visibility  and 
effectiveness  of  safety  considerations 
at  the  NRC.» 


NATIONAL  SEEK  AND  COLLEGE 
DISCOVERY  DAY 

•  Mr.  D'AMATO.  Mr.  President,  I  rise 
today  as  a  cosponsor  of  a  joint  resolu- 
tion to  designate  December  11,  1986, 
as  "National  SEEK  and  College  Dis- 
covery Day." 

A  generation  ago,  the  City  Universi- 
ty of  New  York  instituted  two  revolu- 
tionary programs  for  minorities,  the 
economically  disadvantaged,  and  the 
educationally  underprepared  who  oth- 
erwise would  not  have  considered  at- 
tending college  or  would  not  have  met 
the  traditional  admissions  require- 
ments. One  program,  instituted  at  the 
community  college  level,  is  called  Col- 
lege Discovery;  the  other,  SEEK 
[Search  for  Elevation,  Education  and 
Knowledge],  was  instituted  at  the 
senior  college  level.  These  programs 
were  used  on  a  pilot  basis  at  two  com- 
munity colleges  and  three  of  tho  sys- 
tem's senior  colleges.  The  first  groups 
of  650  were  offered  a  unique  program 
of  counseling,  remedial  instruction,  tu- 
torial services,  and  financial  aid. 

SEEK  and  College  Discovery  became 
the  first  large-scale  efforts  to  identify 
and  nurture  the  talents  of  an  under- 
privileged, underprepared  population 
in  the  setting  of  a  major  university. 
These  programs  became  a  monumen- 
tal success  and,  within  no  time,  were 
expanded  throughout  the  city  univer- 
sity system.  As  a  direct  result  of  the 
programs'  success,  the  university 
began  its  open  admissions  policy  in 
1970. 

Entirely  funded  by  the  university, 
these  programs  now  boast  an  enroll- 
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ment  of  over  14,000  students  per  year. 
They  proudly  serve  as  models  for  col- 
lege remedial  programs  that  have  been 
established  across  our  Nation,  as  well 
as  for  the  Federal  Trio  Program.  More 
than  100,000  students  are  the  benefici- 
aries of  SEEK  and  College  Discovery 
as  offered  through  city  university.  It  is 
for  this  reason  that  I  call  upon  my  col- 
leagues to  recognize  this  remarkable 
achievement  by  designating  December 
11,  1986.  as  "National  SEEK  and  Col- 
lege Discovery  Day." 


NATIONAL  PORUM 

•  Mr.  KERRY.  Mr.  President,  I  re- 
cently had  the  privilege  of  visiting 
Milton  Academy  in  Milton,  MA,  where 
an  exciting  national  movement  is 
taking  shape. 

This  past  May,  students  at  Milton 
Academy  started  a  project  known  as 
the  National  Forum.  The  National 
Forum  is  a  grassroots,  educational 
effort  on  the  issue  of  nuclear  arms,  de- 
signed to  bring  all  the  high  school  stu- 
dents of  America  together  in  a  cooper- 
ative movement.  The  project  currently 
consists  of  a  petition  drive  to  get  the 
Nation's  15.6  million  high  school  stu- 
dents to  request  a  nationally  televised 
forum  on  this  issue. 

The  idea  for  the  National  Forum 
arose  out  of  a  speech  last  April  pre- 
sented by  Dr.  Helen  Caldicott,  founder 
of  Physicians  for  Social  Responsibil- 
ity. Her  clear  and  dramatic  depiction 
of  the  consequences  of  nuclear  war 
provoked  a  passionate  and  active  re- 
sponse among  students.  For  several 
days  after  her  speech,  classrooms  and 
assembly  halls  were  filled  with  discus- 
sions about  the  controversial  subject. 
Although  the  students  may  have  dif- 
fered in  their  views  about  the  nuclear 
arms  race,  they  all  agreed  that  they 
were  insufficiently  informed  about  the 
complexities  of  the  issue,  and  wanted 
to  learn  more. 

Their  desire  to  learn  led  to  open 
meetings  which  brought  together 
more  than  120  students  and  30  faculty 
members.  Interest  remained  at  a  high 
level,  and  the  project  began  to  take 
shape.  By  early  June,  the  National 
Forum  was  established,  and  a  summer 
group  was  formed  to  begin  the  process 
of  putting  together  the  petition  drive 
and  televised  forum. 

Five  months  after  its  inception,  the 
National  Forum  is  now  a  thriving  or- 
ganization with  a  staff  of  teachers  and 
students  busy  printing  literature,  rais- 
ing funds,  "networking,"  and  collect- 
ing endorsements.  The  first  part  of 
the  project  involves  stuffing  petitions 
into  67.000  envelopes  bound  for  Ameri- 
ca's 20,000  high  schools.  An  enclosure 
asks  the  country's  15.6  million  high 
school  students  to  sign  the  petition. 
The  petition  requests  a  televised 
forum  on  the  nuclear  arms  issue  and 
invites  President  Reagan  to  partici- 
pate in  this  forum. 


On  September  18,  students  met  with 
Massachusetts  Governor  Michael  Du- 
kakis in  his  office,  where  the  Gover- 
nor signed  the  petition  and  stuffed  the 
first  envelope.  On  Saturday,  Septem- 
ber 20,  I  had  the  privilege  of  talking 
with  student  supporters  of  the  Nation- 
al Forum  at  Milton  Academy.  I  had 
the  opportunity  to  speak  with  stu- 
dents at  the  academy  about  this 
worthy  project,  and  about  some  of  the 
complex  questions  surrounding  the 
nuclear  arms  race. 

The  National  Forum  hopes  to  com- 
plete its  education  project  by  the  end 
of  the  school  year.  At  that  time,  the 
organization  will  broadcast  a  2-hour 
program,  with  four  noted  experts  of 
differing  views.  The  fonmi  certainly 
has  set  forth  ambitious  goals  for  itself, 
but  I  believe  it  can  achieve  these  goals. 
In  any  case,  the  National  Forum  ful- 
fills a  number  of  important  functions 
for  students.  As  the  organization  has 
stated: 

It  emphasizes  the  value  of  impartial- 
ity, of  free  and  open  discussion,  a  hall- 
mark of  American  democracy; 

It  demonstrates  that  students  of 
vastly  differing  views  can  come  togeth- 
er over  a  common  issue; 

It  involves  future  voters  in  a  process 
of  public  discussion  and  decisionmak- 
ing, preparing  them  for  the  difficult 
tasks  of  citizenship; 

It  educates  students  about  a  crucial 
issue  of  our  times; 

It  helps  develop  in  students  a  con- 
sciousness beyond  their  own  individual 
circumstances;  and 

It  shows  students  that  they  can 
make  a  difference. 

I  believe  that  it  does  all  this  while  it 
also  serves  to  focus  national  attention 
in  a  new  way  on  what  is  perhaps  the 
most  critical  issue  facing  us  today— the 
nuclear  arms  race.  I  commend  the  stu- 
dents who  are  participating  in  this 
project  for  their  leadership  and  citi- 
zenship. Let  me  wish  the  National 
Forum  the  best  of  success  in  all  its  en- 
deavors.* 


gery.  Jack  is  now  home  and  making 
great  progress. 

I  know  that  all  of  my  colleagues  join 
me  in  wishing  Jack  Fish  a  speedy  re- 
covery.# 


TRIBUTE  TO  JACK  FISH 

•  Mr.  WALLOP.  Mr.  President,  the 
beauty  of  Washington,  DC,  has  not 
been  created  by  accident.  Certainly 
the  magnificent  design  of  this  city  has 
contributed  greatly  to  its  attractive- 
ness. However,  much  of  the  beauty  of 
our  Nation's  Capital  may  be  attributed 
to  the  efforts  of  the  National  Park 
Service,  and  particularly,  to  the  Direc- 
tor of  the  National  Capital  Region. 
Jack  Fish.  For  13  years.  Jack  has 
painstakingly  overseen  the  care  of  our 
gardens,  our  parks,  our  memorials,  and 
all  other  facilities  managed  by  the 
Park  Service  in  our  Nation's  Capital. 

It  was  with  great  concern  that  I 
learned  that  Jack  suffered  a  heart 
attack  on  September  9.  I  am.  however, 
pleased  to  know  that  after  bypass  sur- 


NAUM  AND  INNA  MEIMAN:  A 
SPECIAL  PLEA 

•  Mr.  SIMON.  Mr.  President,  as  the 
Senate  surges  through  its  busiest  time 
of  the  year.  I  would  like  to  remind  ev- 
eryone of  the  importance  of  human 
rights.  There  are  thousands  of  Soviet 
citizens  being  denied  emigration  rights 
and  family  reunification  rights  who 
are  forced  to  live  as  outcasts  in  a  socie- 
ty which  does  not  want  them,  but  will 
not  allow  them  to  leave. 

I  would  like  to  make  a  special  plea 
for  my  two  very  close  friends.  Naum 
and  Inna  Meiman.  They  are  an  elderly 
couple  cut  off  from  society  in  the 
Soviet  Union.  Their  emigration  re- 
quests have  consistently  been  rejected. 

Inna  is  dying  of  cancer.  After  remov- 
ing four  malignant  tumors  from  Inna's 
neck,  the  Soviet  doctors  insist  that 
there  is  nothing  more  they  can  do  for 
the  fifth  tumor.  The  Soviets  are  aware 
of  experimental  treatment  available  in 
the  West,  but  they  refuse  to  permit 
the  Meimans  to  emigrate. 

I  strongly  urge  the  Soviet  Union  to 
allow  the  Meimans  to  emigrate  to 
Israel.* 


ABORTION  AND  INFORMED 
CONSENT:  IDAHO 

•  Mr.  HUMPHREY  Mr.  President. 
Rickie  Sue  in  Idaho  has  written  clear- 
ly about  her  abortion  and  the  sort  of 
counseling  she  received.  It  is  obvious 
that  she  rightfully  feels  betrayed  by 
the  lack  of  information  she  was  given. 

Scores  of  letters  to  my  office  have 
indicated  that  this  is  the  sort  of  in- 
formed consent  many  young  women  in 
this  country  are  given  every  day.  I  ear- 
nestly urge  my  colleagues  to  join  me 
in  righting  this  glaring  injustice.  I  en- 
courage my  colleagues,  especially 
those  from  the  State  of  Idaho,  to  co- 
sponsor  S.  2971  to  ensure  that  women 
are  given  enough  information  to  make 
an  informed  decision  about  abortion. 

The  letter  follows: 

May  29,  1986. 

Dear  Senator  Humphrey.  I'm  writing  to 
express  my  complete  support  and  deep 
desire  to  see  the  federal  bill  for  "Informed 
Consent"  passed. 

Through  my  own  experience  with  an  abor- 
tion. I  know  that,  had  the  abortion  clinic 
and  the  Planned  Parenthood  clinic  given  me 
the  'complete"  and  "true  "  information  con- 
cerning the  procedure  of  abortion  (exactly 
how  and  what  it  was  aborting),  I  never  and  I 
repeat  never  would  have  gone  through  with 
the  abortion. 

I  feel  also,  had  they  shown  me  what  my 
baby  looked  like  at  that  stage  and  told  me 
they  were  going  to  cut  the  baby  in  pieces 
and/or  vacuum  the  baby  apart  and  then 
out,  I  would  have  opted  for  life  through 
adoption  of  raising  the  child  myself. 
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I  felt  horribly  "tricked"  when  I  found  out 
what  really  happened. 

I  come  in  contact  with  many  women 
whose  cry  is  this— "If  I  had  only  known 
what  I  did  and  that  it  was  truly  a  baby,  and 
not  "Just  a  blob,"  I  never  would  have  done 
It." 

I  know  that  if  this  federal  bill  for  "In- 
formed Consent"  is  passed,  all  women  and 
girls  will  be  able  to  make  real  decisions  con- 
cerning their  pregnancies  and  abortions. 

Please  strive  hard  in  whatever  ways  neces- 
sary to  pass  this  bill! 

For  the  sake  of  the  uninformed  and  their 
children. 

Mrs.  RicKiE  Sue  Kendall. 

Hope,  ID..« 


25TH  ANNIVERSARY  OF  THE  DE- 
FENSE INTELLIGENCE  AGENCY 

•  Mr.  DURENBERGER.  Mr.  Presi- 
dent, I  want  to  take  this  opportunity 
to  honor  one  of  the  preeminent  agen- 
cies in  the  U.S.  Government,  the  De- 
fense Intelligence  Agency  [DIA] 
which  is  Celebrating  its  silver  anniver- 
sary today.  Accurate,  timely  intelli- 
gence is  essential  to  the  formulation 
and  implementation  of  national  securi- 
ty policy  and  the  conduct  of  foreign 
affairs.  An  integral  part  of  the  U.S.  In- 
telligence Community,  the  DIA  is  the 
primary  U.S.  producer  of  foreign  mili- 
tary intelligence.  Its  creation  was  the 
most  significant  organizational  devel- 
opment in  military  intelligence  in  the 
post-World  War  II  era.  DIA  serves  as 
the  manager  of  most  defense  intelli- 
gence production,  and  provides  the 
Secretary  of  Defense  and  the  Joint 
Chiefs  of  Staff  [JCS],  other  policy- 
makers, and  the  military  departments 
with  intelligence  support. 

As  you  can  well  appreciate,  the  U.S. 
foreign  intelligence  effort  is  critically 
important  to  the  Nation  in  that  it  pro- 
vides vital  information  to  policymak- 
ers and  military  forces  concerning  the 
capabilities  and  intentions  of  other  na- 
tions. DIA's  beginnings  can  be  traced 
to  events  of  the  late  1940's;  discontent 
was  evident  as  each  service  produced 
its  own  intelligence  often  resulting  in 
duplication  of  effort  and  disparity  in 
product.  As  the  I950's  ended,  the  need 
for  reliable  coordinated  intelligence 
was  underscored  with  the  launch  of 
sputnik,  mushrooming  technological 
advances— particularly  in  communica- 
tions and  information  availability,  mis- 
sile gap  theories,  and  increasing  world 
tensions.  Moreover,  accurate  intelli- 
gence was  required  to  meet  the  in- 
creased Intelligence  requirements  of 
the  Unified  and  Specified  [U&S]  Com- 
mands, the  JCS,  and  the  Office  of  the 
Secretary  of  Defense.  A  joint  study 
group,  appointed  by  President  Eisen- 
hower In  May  1960  to  examine  mili- 
tary intelligence  shortcomings,  con- 
vinced then  newly-appointed  Secre- 
tary of  Defense  McNamara  that  the 
DIA  concept  had  merit.  The  DIA 
became  operational  on  October  1, 
1961;  calling  personnel  from  existing 
resources  in  defense  intelligence.  The 


DIA  was  charged  with  improving  the 
effectiveness  and  responsiveness  of  de- 
fense intelligence  and  bringing  about 
efficiencies  and  economies  in  utiliza- 
tion of  intelligence  resources.  Some  3 
years  were  required  before  DIA 
became  fully  operational,  but  events 
on  the  international  scene  tested  its 
mettle.  Two  of  the  great  issues  of  our 
times— a  superpower  confrontation 
leading  to  the  prospect  of  nuclear  war 
over  placement  of  Soviet  nuclear  mis- 
siles in  Cuba,  and  the  increasing  com- 
mitment of  United  States  forces  in 
support  of  South  Vietnam  quickly 
forged  DIA's  role  in  intelligence  sup- 
port to  decisionmakers.  The  DIA  has 
continued  to  provide  this  critical  sup- 
port in  every  crisis  confronting  the 
Nation. 

With  internal  consolidation  accom- 
plished, the  early  1970's  were  transi- 
tional years  for  the  DIA,  it  began  es- 
tablishing the  DIA  as  a  major  voice 
and  credible  producer  of  national  in- 
telligence. As  the  Agency  entered  the 
current  decade,  new  emphasfe  on  auto- 
mated data  processing  and  new 
sources  of  information  to  keep  stride 
with  the  worldwide  explosion  in  infor- 
mation and  technology  elevated  DIA's 
stake  in  the  formulation  of  national 
security  policy.  The  Agency  has  come 
of  age— a  fact  signaled  by  its  greater 
role  in  tactical  as  well  as  national  in- 
telligence, emerging  concern  for  look- 
ing beyond  the  near  term,  and  the 
Agency's  products  I  would  like  to 
extend  the  congratulations  of  this 
body  to  the  Defense  Intelligence 
Agency  on  25  years  of  outstanding 
service  to  the  Nation  and  to  extend 
our  best  wishes  to  its  current  director, 
Lt.  Gen.  Leonard  H.  Perroots,  U.S.  Air 
Force,  as  he  leads  the  DIA  into  the 
next  quarter  century  of  service,  "Com- 
mitted to  excellence  in  support  of  the 
Nation." 


ALBUQUERQUE  HISPANO 
CHAMBER  OF  COMMERCE 

•  Mr.  BINGAMAN.  Mr.  President,  I 
am  pleased  to  take  the  floor  today  to 
invite  my  colleagues'  attention  to  the 
recent  accomplishment  of  the  Albu- 
querque Hispano  Chamber  of  Com- 
merce. During  the  7th  Annual  Nation- 
al Convention  and  International  Busi- 
ness Exchange  held  in  Denver,  CO  last 
week,  the  U.S.  Hispanic  Chamber  of 
Commerce  announced  that  the  Albu- 
querque Chamber  is  the  recipient  of 
the  U.S.  Hispanic  Chamber  of  the  year 
award. 

The  Albuquerque  Hispano  Chamber 
was  selected  from  among  200  Hispanic 
chambers  in  the  Nation,  and  I  am  ex- 
tremely proud  that  the  accomplish- 
ments and  achievements  of  this  fine 
organization  have  been  recognized. 

The  Albuquerque  Hispano  Chamber 
of  Commerce  is  a  relative  newcomer, 
established  only  a  decade  ago.  Howev- 
er, during  these  10  years,  it  has  suc- 


cessfully performed  a  leading  role  in 
preserving  and  encouraging  the  com- 
petitive enterprise  system  among  His- 
panic business  through  stable  develop- 
ment and  growth. 

Over  the  years,  the  chamber  has  fos- 
tered a  rapport  with  the  entire  Albu- 
querque and  New  Mexico  business 
community  and  contributed  to  the 
entire  region.  Not  only  has  it  helped 
develop  and  expand  small  business 
membership  with  its  Desarollo  1986 
program,  but  as  an  adjunct  to  this  pro- 
gram it  has  established  a  pilot  training 
program  to  assist  17-28  year-old  Ber-, 
nalillo  County  residents  who  are  inter- 
ested in  starting  and  operating  their 
own  businesses. 

It  has  promoted  and  sponsored  such 
events  of  interest  and  concern  to  the 
Hispanic  business  community  as  the 
Fiestas  de  Albuquerque,  the  Feria  Ar- 
tesana,  a  parade  to  commemorate  the 
NCAA  basketball  final,  and  the  His- 
panic Culture  Foundation.  The  Albu- 
querque Hispano  Chamber  of  Com- 
merce has,  through  these  and  many 
other  programs,  demonstrated  its  com- 
mitment and  dedication  to  the  New 
Mexico  business  community. 

The  Chamber  whose  motto  is 
"Progress  in  the  Embrace  of  Tradi- 
tion" evokes  the  pioneer  heritage  in 
which  we  in  New  Mexico  take  great 
pride.  Our  forefathers  were  cowboys, 
ranchers,  farmers,  and  businessmen. 
And  it  is  in  that  pioneer  spirit  that  the 
Albuquerque  Hispano  Chamber  of 
Commerce  has  worked  to  promote  eco- 
nomic development. 

The  Albuquerque  Chamber  has  not 
only  been  a  major  source  of  informa- 
tion and  influence,  but  is  has  been  in- 
strumental in  promoting  tourism  in 
our  State,  and  it  has  encouraged  our 
young  people  to  excel  academically. 

Under  the  efficient  and  effective 
leadership  of  its  president,  Mr.  Ron 
Tafoya,  and  its  executive  director,  Mr. 
John  Garcia,  the  Albuquerque  His- 
pano Chamber  has  grown  from  an 
original  membership  of  150  to  nearly 
900  members. 

Its  reputation  has  been  firmly  estab- 
lished. The  group  dedicated  business 
and  community  leaders  who  are  its 
members  deserve  the  national  recogni- 
tion they  have  now  won.  Their  tenaci- 
ty, commitment,  and  promotion  of  the 
Hispanic  community,  the  city  of  Albu- 
querque, and  the  Land  of  Enchant- 
ment are  beyond  question.  I  applaud 
this  outstanding  organization  and  the 
much  deserved  recognition.* 


NATIONAL  HUNGARIAN 
FREEDOM  FIGHTERS  DAY 

•  Mr.  SIMON.  Mr.  President,  I  am 
pleased  to  cosponsor  Senate  Joint  Res- 
olution 385,  which  designates  October 
23,  1986,  as  "National  Hungarian  Free- 
dom Fighters  Day."  This  day  is  very 
special,  because  it  commemorates  the 
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30th  anniversary  of  the  Hungarian  Re- 
sistance Movement's  heroic  revolt 
against  Soviet  occupation. 

The  Hungarian  economy  has  turned 
out  to  be  one  of  the  most  successful 
among  planned  economies,  in  large 
part  because  of  the  many  market  in- 
centives. But  Hungary  is  still  a 
member  of  the  Warsaw  Pact  and  still 
has  Soviet  occupation  troops  on  its 
soil.  It  still  suffers  from  a  controlled 
press  and  a  denial  of  basic  freedoms. 
Things  are  better  there  then  in  some 
other  places  in  Eastern  Europe,  but 
there  is  still  a  long  way  to  go. 

Hungarian  Americans  have  contrib- 
uted richly  to  our  country  in  every 
field  of  human  endeavor.  Let  us  hope 
that  one  day  true  freedom  will  come  to 
Hungary,  making  all  of  Europe  a  safer 
and  more  vital  place  to  live.» 


CFTC  REAUTHORIZATION  AND 
FIFRA 

•  Mr.  BOREN.  Mr.  President,  it  is 
with  great  interest  that  I  have  listened 
to  the  comments  made  by  many  indi- 
viduals which  indicate  that  I  am  the 
Senator  who  torpedoed  S.  2045,  the 
Commodity  Futures  Trading  Commis- 
sion [CFTC]  reauthorization  bill  and 
S.  2792.  Federal  Insecticide.  Fungicide, 
and  Rodenticide  Act  amendments 
[FIFRA]. 

I  understand  I  accomplished  this  by 
desiring  to  offer  an  amendment  to 
either  one  of  these  bills.  It  apparently 
doesn't  matter  what  is  in  my  amend- 
ment, as  I  have  shared  that  with  no 
one.  It  has  been  said  that  I  have 
stopped  two  bills.  In  fact,  I  have  not 
tried  to  stop  these  bills,  I  simply  want 
to  have  a  chance  to  help  distressed 
farmers  before  time  runs  out  since  the 
Senate  has  not  yet  been  given  a 
chance  to  act.  Frankly,  Mr.  President. 
I  had  no  idea  I  had  sufficient  influ- 
ence in  the'  Senate  that  I  could  kill 
bills.  In  all  humility,  I  must  confess 
that  I  don't  possess  such  unlimited 
power. 

I  am  quite  willing  to  bring  either  one 
of  these  bills  to  the  floor  and  offer  my 
amendment  on  whichever  one  comes 
first  and  allow  a  vote  on  the  proposal 
after  a  short  debate.  Those  who 
oppose  my  proposal  can  simply  vote 
against  it.  It  isn't  necessary  to  hold  up 
these  bills  as  a  means  of  registering 
their  opposition  to  my  amendment. 
The  Senate  did  begin  debate  on  the 
CFTC  bill  and  Senators  were  told 
there  would  be  a  couple  of  amend- 
ments. Senator  Abdnor  was  given  the 
opportunity  to  offer  an  amendment  on 
a  subject  about  which  he  was  very  con- 
cerned. His  amendment  was  offered, 
debated,  and  defeated.  That  is  all  I 
desire  to  do.  I  am  quite  willing  to  enter 
into  a  time  agreement  to  limit  debate 
on  my  amendment.  I  am  quite  willing 
to  offer  it  and  immediately  vote  on  it 
without  taking  very  much  of  the  Sen- 
ate's time. 


All  year,  Mr.  President.  I  have  done 
everything  I  could  to  be  accommodat- 
ing on  agricultural  issues.  In  January 
and  early  February  when  the  Senate 
considered  S^  2036,  a  bill  making  tech- 
nical corrections  in  the  1985  farm  bill, 
I  expressed  an  interest  to  the  majority 
leader  in  offering  a  couple  of  amend- 
ments. Several  of  my  colleagues  had 
the  same  desire.  Yet.  we  wanted  to  be 
accommodating  and  allowed  the  meas- 
ure to  go  through  the  Senate  without 
substantive  farm  bill  amendments.  On 
January  30  of  this  year,  the  majority 
leader  stated: 

Several  of  my  colleagues  may  have  an  in- 
terest in  making  other  changes  in  the  farm 
bill.  But  I  ask  all  my  colleagues  to  defer  fur- 
ther amendments  until  a  comprehensive 
_corrections  bill  can  be  drafted.  We  need  to 
get  this  change  in  cross-compliance  m  place 
immediately.  Adding  amendments  will  only 
invite  efforts  to  broaden  the  legislation,  re- 
ducing chances  of  its  passage  in  both 
Houses  and  enactment  into  law. 

Mr.  President,  the  comprehensive 
corrections  bill  has  not  surfaced  at  all. 
It  has  become  obvious  that  there  will 
not  be  such  a  bill. 

I  know  the  majority  leader  desires  to 
consider  credit  legislation  for  farmers, 
because  he  indicated  this  on  the  floor 
of  this  Chamber  on  March  11.  He 
stated  at  that  time: 

If  there  is  nothing  forthcoming  from  the 
administration  on  the  credit  side,  there  is  no 
doubt  in  my  mind  we  are  going  to  have  to 
spend  some  time  on  the  Senate  floor  on 
credit  legislation.  In  fact,  many  of  us  have 
already  testified  on  possible  provisions  of 
legislation  before  the  Banking  Committee, 
which  is  looking  at  how  we  can  help  not 
only  farmers  but  some  of  our  small  rural 
banks. 

The  administration  has  done  noth- 
ing to  provide  credit  relief  to  farmers 
and  ranchers,  nor  have  they  done  any- 
thing to  keep  our  agricultural  banks  in 
operation  during  this  time  of  stress. 
Senator  Dole  testified  on  legislation 
which  was  supposed  to  provide  some 
assistance  to  our  banks,  but  S.  2752,  as 
passed  by  the  Senate  Banking  Com- 
mittee, does  nothing  to  help  our  agri- 
cultural banks.  S.  2752  is  on  the 
Senate  Calendar,  but  it's  been  there  a 
long  time. 

1  indicated  to  the  majority  leader 
when  he  made  these  remarks  that  I 
definitely  wanted  the  Senate  to  con- 
sider credit  legislation.  The  majority 
leader  urged  me  not  to  put  credit  legis- 
lation on  the  Food  Security  Act  im- 
provements bill  that  was  under  consid- 
eration at  that  time.  It  was  thought  at 
that  time  that  the  Banking  Committee 
would  be  reporting  out  a  bill  which 
would  provide  help  to  agricultural 
banks  and  to  farmers  and  I  would  have 
the  opportunity  to  offer  an  amend- 
ment at  that  time.  In  order  to  be  ac- 
commodating, I  did  not  offer  credit 
legislation. 

Since  these  remarks  were  made  on 
the  floor,  however,  we  have  had  nine 
bank  failures  in  Oklahoma,  one  of 
which  was  the  second  largest  bank 


failure  in  the  history  of  the  United 
States.  In  addition,  the  FDIC  had  to 
give  another  bank  an  infusion  of  $130 
million  in  order  to  prevent  it  from  be- 
coming the  third  largest-bank  failure 
in  history. 

So.  I  ask,  Mr.  President,  where  is  all 
this  help?  When  are  we  going  to  have 
an  opportunity  to  provide  relief  to  our 
Nation's  farmers  and  ranchers  and  our 
agricultural  banks?  The  Senate  is  still 
expected  to  adjourn  on  October  3  and 
the  only  chance  we  have  to  provide 
any  help  is  now. 

All  I  want  is  an  opportunity  to  offer 
my  amendment.  The  Senate  will  work 
its  will  on  it.  All  I  am  requesting  is  an 
opportunity  to  have  the  Senate  con- 
sider helping  our  farmers  and  ranch- 
ers who  are  in  such  desperate  shape. 

Mr.  President,  it  is  my  hope  that  we 
will  bring  up  either  the  CFTC  bill  or 
FIFRA  so  that  we  can  have  an  oppor- 
tunity to  indicate  our  support  or  lack 
of  support  for  our  Nation's  farmers 
and  ranchers.* 

n  0010 

Mr.  PACKWOOD.  Mr.  President,  I 
suggest  the  absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  assistant  legislative  clerk  pro- 
ceeded to  call  the  roll. 

D  0020 

Mr.  PACKWOOD.  Mr.  President,  I 
ask  unanimous  consent  that  the  order 
for  the  quorum  call  be  rescinded. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


ORDER  OF  PROCEDURE 

Mr.  PACKWOOD.  Mr.  President.  I 
am  about  to  propound  a  unanimous- 
consent  request.  Before  I  do,  let  me  in- 
dicate that  it  is  going  to  depend  upon 
the  willing  and  good-faith  efforts  of 
both  Senator  Dole  and  Senator  Byrd 
tomorrow  because  we  may  have  actu- 
ally allocated  a  bit  more  time  than  we 
have  but  we  are  going  to  vote  at  4 
o'clock  under  this  unanimous-consent 
order  even  if  all  the  time  that  is  allo- 
cated has  not  been  used  up.  We  are 
simply  going  to  hope  that  speakers 
who  are  going  to  speak  for  15  minutes 
can  be  convinced  to  speak  for  10  or  5 
or  not  at  all. 

It  is  also  dependent  upon  Senator 
Metzenbaum's  being  ready  to  start  at  9 
o'clock,  or  the  time  can  be  charged  to 
him  starting  at  9. 

Is  that  all  right  with  the  leader? 

Mr.  BYRD.  Mr.  President,  the  dis- 
tinguished Senator  from  Ohio  [Mr. 
Metzenbaum]  has  indicated  that  he 
will  be  here  and  will  be  prepared  to 
speak  at  9.  so  I  suggest  that  the  acting 
Republican  leader  get  consent  that 
Mr.  Metzenbaum  be  recognized  at  9 
o'clock. 
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ORDEK  POR  RECESS  UNTIL  S  A.M.  ON  SATURDAY, 
SEPTEMBER  27.  1986 

Mr.  PACKWOOD.  I  ask  unanimous 
consent  for  the  following:  that  when 
the  Senate  completes  its  business 
today,  it  stand  in  recess  until  the  hour 
of  8  a.m.— 8  a.m.— on  Saturday.  Sep- 
tember 27. 

I  ask  unanimous  consent  that  all 
time  between  the  hours  of  8  o'clock 
and  4  o'clock  be  divided  in  the  follow- 
ing way  for  debate  on  the  conference 
report:  3  hours  under  the  control  of 
Senator  Metzenbaum,  and  Senator 
Metzenbaum  is  to  be  recognized  at  9 
o'clock  for  the  start  of  his  time;  90 
minutes  under  the  control  of  Senator 
Packwood;  2%  hours  under  the  con- 
trol of  Senator  Long  or  his  designee; 
30  minutes  under  the  control  of  Sena- 
tor DeConcini;  30  minutes  under  the 
control  of  Senator  Melcher. 

I  further  ask  unanimous  consent 
that  at  3:30  p.m..  15  minutes  of  the 
time  already  under  the  control  of  Sen- 
ator Long  be  available  for  Senator 
Long  at  3:30  and  15  minutes  of  the  90 
minutes  of  time  under  my  control  be 
available  at  3:45  p.m. 

I  further  ask  unanimous  consent 
that  a  vote  occur  on  adoption  of  the 
conference  report  at  no  later  than  4 
o'clock  p.m.  tomorrow. 

CONSIDERATION  OF  H.R.  5484 

I  ask  unanimous  consent  that,  fol- 
lowing disposition  of  the  conference 
report,  the  Senate  will  resume  the 
drug  bill. 

Therefore,  votes  will  occur  during 
tomorrow's  session  of  the  Senate. 

Mr.  BYRD.  Mr.  President,  reserving 
the  right  to  object,  the  distinguished 
acting  Republican  leader  does  not 
mean,  I  am  sure  he  does  not  mean 
that  last  sentence  in  the  unanimous- 
consent  request.  He  states  that  for  ad- 
visory purposes. 

Mr.  PACKWOOD.  There  is  not  a 
unanimous-consent  order  that  votes 
will  occur  during  the  day,  that  is  cor- 
rect. 

Mr.  BYRD.  Second,  the  distin- 
guished acting  Republican  leader  has 
made  no  allowance  for  the  prayer.  As  I 
understand  his  request,  beginning  at  8 
o'clock,  the  8  hours  are  to  begin  run- 
ning. 

ORDER  FOR  PRAYER 

Mr.  PACKWOOD.  I  ask  unanimous 
consent  that  the  prayer  take  place  at  8 
o'clock  and  not  be  counted  against  the 
8  hours. 

The  PRESIDING  OFFICER.  Is 
there  objection  to  the  entire  unani- 
mous-consent request? 

Mr.  BYRD.  Mr.  President,  reserving 
the  right  to  object,  I  will  not  object. 
May  I  say  that  the  hour  is  12:27  a.m.  I 
say  that  for  the  purpose  of  the 
Record.  We  have  not  been  able  to  con- 
tact all  Senators  but  we  have  made 
diligent  efforts  to  do  so. 


With  the  time  that  has  been  stated 
and  the  identification  of  those  Sena- 
tors who  are  in  control  of  the  time  as 
propounded  in  the  request  by  the  dis- 
tinguished Senator  from  Oregon  [Mr. 
Packwood],  it  is  going  to  be  impossi- 
ble, almost  impossible,  for  all  Senators 
who  are  even  now  listening  for  time, 
with  the  amounts  of  time  that  have 
been  listed  in  the  order,  to  have  that 
time.  So,  really,  what  we  are  doing  is 
trusting  to  a  little  luck  here.  We  are 
trusting  that  Senators  will  be  pre- 
pared to  speak.  We  are  trusting  that, 
hopefully,  Senators  will  not  use ' 

Mr.  PACKWOOD.  And  we  are  trust- 
ing that  they  will  be  here  to  speak,  as 
today,  almost  back  to  back,  so  we  will 
not  have  5  or  6  minutes  of  quorum  call 
waiting  for  someone  to  conie.  And  we 
are  hoping  that  Senator  Metzenbaum 
will  not  need  all  his  3  hours.  We  do 
not  know.  These  are  all  ifs  and  possi- 
bilities but  no  matter  what  we  will 
vote  at  4  o'clock. 

D  0030 

Mr.  BYRD.  Well,  I  do  not  want  to 
just  single  out  Senator  Metzenbaum. 
but  I  am  simply  saying  I  am  hoping 
that  Senators  will  be  willing  to  be  here 
and  ready  to  speak  back  to  back  and 
that  they  will  be  willing  hopefully  to 
reduce  their  time,  if  possible. 

Now.  as  for  myself,  I  am  willing  to 
be  here  at  8  o'clock  in  the  morning, 
and  I  will  be  the  first  to  speak.  I  am 
going  to  cut  back  my  time  in  an  effort 
to  cooperate  because  I  realize  that  the 
distinguished  acting  Republican  leader 
and  the  distinguished  majority  leader 
have  problems  on  their  side.  I  have 
problems  on  my  side.  So  we  do  have  a 
4  o'clock  final  time,  and  it  is  going  to 
take  some  cooperation  among  all  Sen- 
ators to  reach  that  goal.  I  think  we  are 
all  going  to  have  to  give  and  take  a 
little,  hopefully,  and  I  enter  into  this 
in  that  spirit.  I  am  sure  the  Senator 
from  Oregon  does.  So  I  have  no  objec- 
tion, Mr.  President. 

The  PRESIDING  OFFICER.  Is 
there  objection?  Without  objection,  it 
is  so  ordered. 

Mr.  PACKWOOD.  I  want  to  ask  one 
further  clarification  that  we  talked 
about  earlier. 

Mr.  BYRD.  Yes. 

Mr.  PACKWOOD.  If  by  chance  nei- 
ther one  of  us  can  fill  the  time  after 
the  minority  leaders  speech  until  9 
o'clock  when  Senator  Metzenbaum's 
time  starts  to  run,  that  time  was  not 
to  be  charged  against  the  90  minutes 
that  was  under  my  control. 

Mr.  BYRD.  That  time  cannot  be 
charged  against  any  particular  Sena- 
tor, as  I  see  it.  It  just  makes  the  time 
all  that  more  binding  in  order  to  finish 
our  work  at  4,  and  that  is  why  each 
Senator  is  going  to  have  to  be  con- 
strained even  more  and  more. 

Mr.  PACKWOOD.  Here  is  the  agree- 
ment. It  is  8:15.  I  put  in  a  quorum  call 


because  the  Senator  has  not  arrived 
yet. 

Mr.  BYRD.  Yes. 

Mr.  PACKWOOD.  In  the  unanimous 
consent  up  until  9  o'clock  that  kind  of 
quorum  call  will  not  be  charged 
against  my  time  even  if  I  place  the 
quorum  call. 

Mr.  BYRD.  No;  that  time  is  not 
going  to  be  charged  against  the  Sena- 
tor's time.        ' 

Mr.  PACKWOOD.  I  thank  the  mi- 
nority leader. 

The  PRESIDING  OFFICER.  Is  that 
in  the  form  of  a  unanimous-consent 
request? 

Mr.  PACKWOOD.  That  is  also  part 
of  the  unanimous-consent. 

Mr.  BYRD.  Well,  that  is  perfectly  all 
right  with  me.  Yes,  let  us  include  that. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 

Mr.  PACKWOOD.  Was  that  for  the 
entire  unanimous-consent  request? 

The  PRESIDING  OFFICER.  All  of 
the  unanimous  consent  request  has 
now  been  granted. 

Mr.  PACKWOOD.  My  staff  has  said 
clearly  when  we  have  been  referring  to 
tomorrow  we  mean  today. 

Mr.  BYRD.  Well,  it  is  12:33  in  the 
morning.  We  mean  Saturday. 

Mr.  PACKWOOD.  Saturday,  that  is 
right. 

Mr.  BYRD.  In  this  time  agreement, 
we  do  not  even  have  time  for  quorum 
calls. 

Mr.  PACKWOOD.  Quorum  calls  will 
count  against  your  time  or  my  time, 
except  prior  to  9  o'clock.  It  is  hoped 
that  Senators  will  be  here. 

Mr.  BYRD.  I  should  point  out  that 
under  this  agreement,  the  time  for 
quorum  calls  eats  into  the  8  hours,  so 
Senators  are  urged  to  be  on  the  floor 
and  speak  back-to-back.  They  are  also 
urged  to  keep  in  mind  that  in  order  for 
Senators  who  want  to  speak  to  have 
the  opportunity  to  do  so,  all  Senators 
should  try  to  reduce  their  time. 

Mr.  President,  I  thank  the  Chair.  I 
have  nothing  further. 


ROUTINE  MORNING  BUSINESS 

Mr.  PACKWOOD.  I  ask  unanimous 
consent  there  now  be  a  period  for  the 
transaction  of  routine  morning  busi- 
ness not  to  exceed  5  minutes. 

The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered. 


EXTENSION  OF  CERTAIN  PRO- 
GRAMS RELATING  TO  HOUS- 
ING AND  COMMUNITY  DEVEL- 
OPMENT 

Mr.  PACKWOOD.  Mr.  President.  I 
ask  unanimous  consent  that  the 
Senate  turn  to  Calendar  No.  661, 
Senate  Joint  Resolution  353,  housing 
extension. 
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The  PRESIDING  OFFICER.  With- 
out objection,  it  is  so  ordered.  The 
clerk  will  report. 

The  assistant  legislative  clerk  read 
as  follows: 

A  joint  resolution  (S.J.  Res.  353)  to  pro- 
vide for  the  extension  of  certain  programs 
relating  to  housing  and  community  develop- 
ment, and  for  other  purposes. 

The  Senate  proceeded  to  consider 
the  joint  resolution. 

AMENDMENT  NO.  3038 

(Purpose:  To  make  technical  amendments 
to  conform  to  the  la.st  temporary  extension) 

Mr.  PACKWOOD.  Mr.  President,  I 
send  an  amendment  to  the  desk  on 
behalf  of  Senator  Garn  and  ask  for  its 
immediate  consideration. 

The  PRESIDING  OFFICER.  The 
clerk  will  report. 

The  assistant  legislative  clerk  read 
as  follows: 

The  Senator  from  Oregon  [Mr.  Pack- 
wood],  for  Mr.  Gafn.  proposes  an  amend- 
ment numbered  3036: 

On  page  1.  line  3.  strike  out  •99-269"  and 
insert  in  lieu  thereof  •■99-345". 

On  page  1,  line  4,  strike  out  "June  6"  and 
insert  in  lieu  thereof    September  30". 

Mr.  PACKWOOD.  Mr.  President,  I 
move  adoption  of  the  amendment. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend- 
ment. 

The  amendment  (No.  3038)  was 
agreed  to. 

Mr.  PACKWOOD.  Mr.  President,  I 
move  adoption  of  the  joint  resolution, 
as  amended. 

The  PRESIDING  OFFICER.  If 
there  are  no  further  amendments  to 
be  proposed,  the  question  is  on  the  en- 
grossment and  third  reading  of  the 
joint  resolution. 

The  joint  resolution  was  ordered  to 
be  engrossed  and  to  be  read  a  third 
time. 

The  joint  resolution  was  read  the 
third  time  and  passed. 

The  joint  resolution  (S.J.  Res.  353), 
is  as  follows: 

S.J.  Res.  353 

Resolved  by  the  Senate  and  House  of  Rep- 
resentatives of  the  United  States  of  America 
in  Congress  assembled.  That  each  provision 
of  law  amended  by  Public  Law  99-345  is 
amended  by  striking  out  "September  30. 
1986"  wherever  it  appears  and  inserting  in 
lieu  thereof  "September  30.  1987". 

Mr.  PACKWOOD.  Mr.  President.  I 
move  to  recoiisider  the  vote  by  which 
the  joint  resolution  was  passed. 

Mr.  BYRD.  I  move  to  lay  that 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 
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The    PRESIDING    OFFICER, 
bill  will  be  stated  by  title. 

The  assistant  legislative  clerk 
as  follows: 

A  bill  (H.R.  5521)  to  extend  until  October 
13,  1986.  the  emergency  acquisition  and  net 
worth  guarantee  provisions  of  the  Gam-St 
Germain  Depository  Institutions  Act  of 
1982. 

The  bill  was  considered,  ordered  to  a 
third  reading,  read  the  third  time  and 
passed. 

Mr.  PACKWOOD.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  bill  was  passed. 

Mr.    BYRD.    I    move    to 
motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 


•esident,  I 

that     the 

No.    661, 

).  housing 


EXTENSION  OF  CERTAIN  PROVI- 
SIONS   OF   THE    GARN-ST    GER- 
MAIN    DEPOSITORY     INSTITU- 
TIONS ACT 
Mr.  PACKWOOD.  Mr.  President.  I 

ask     unanimous     consent     that     the 

Senate  proceed  to  the  consideration  of 

H.R.  5521. 


lay    that 


AMENDMENTS  TO  FAIR  LABOR 
STANDARDS  ACT  OF  1938 

Mr.  PACKWOOD.  Mr.  President,  I 
send  a  bill  to  the  desk  on  behalf  of 
Senator  Metzenbaum  and  others,  and 
ask  for  its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
bill  will  be  stated  by  title. 

The  legislative  clerk  read  as  follows: 

A  bill  (S.  2884)  to  amend  the  Pair  Labor 
Standards  Act  of  1938  to  require  that  wages 
based  on  individual  productivity  be  paid  to 
handicapped  workers  employed  under  cer- 
tificates issued  by  the  Secretary  of  Labor. 

Mr.  METZENBAUM.  Mr.  President, 
on  behalf  of  myself  and  Senator  Nick- 
les,  and  Senator  Hatch.  I  offer  the  fol- 
lowing Statement  setting  forth  the 
intent  of  the  sponsor  of  S.  2884. 

This  bill,  S.  2884,  will  help  improve 
employment  opportunities  for  handi- 
capped persons,  especially  those  em- 
ployed in  sheltered  work  programs. 

Section  14(c)  of  the  Fair  Labor 
Standards  Act  provides  for  special 
minimum  wage  requirements  for  per- 
sons whose  productivity  is  impaired  by 
a  physical  or  mental  handicap.  In 
1966,  this  provision  was  amended  to 
require  multiple  certificates  for  differ- 
ent programs  and  different  workers. 

The  current  law  and  regulations 
seem  to  place  undue  emphasis  on 
meeting  voluminous  paper  require- 
ments related  to  certification.  In  addi- 
tion, while  the  current  requirement  of 
a  minimum  or  floor  rate— 50  percent 
of  the  minimum  wage— for  each  certif- 
icated worker  is  intended  to  protect 
employees,  it  has  in  fact  become  large- 
ly an  administrative  burden  because  87 
percent  of  the  workers  are  exempted. 
The  significant  increase  in  number  of 
exemptions  since  1966  reflects  a  shift 
in  the  population  employed  in  shel- 
tered work  programs  from  the  phys- 
ically disabled  to  persons  with  more 
severe  mental  disabilities. 

The  current  law  also  has  been  ap- 
plied by  the  Department  of  Labor  to 
require  physical  separation  of  the 
more  severely  disabled  in  work  activi- 
ties centers.  This  requirement  may 
lead  to  unfair  segregation  of  severely 


handicapped  employees,  denying  them 
the  opportunity  to  work  with  more 
productive  employees  who  may  serve 
as  positive  role  models. 

Senator  Nickles  introduced  S.  2148. 
a  bill  to  amend  section  14(c)  of  the 
Fair  Labor  Standards  Act.  on  March  6 
of  this  year.  The  bill  simplifies  the 
certification  process  by  providing  for  a 
single  certificate  based  on  the  produc- 
tivity of  the  individual  handicapped 
worker.  The  bill  also  removes  the  re- 
quirement that  persons  employed  in 
work  activities  centers  be  separated 
from  other  employees. 

This  new  bill,  S.  2884.  is  offered  by 
Senators  Metzenbaum.  Nickles.  and 
Hatch  as  ^substitute  for  S.  2148.  It  in- 
cludes all  the  provisions  contained  in 
S.  2148.  but  adds  provisions  assuring 
that  handicapped  workers  with  im- 
paired productivity  are  protected 
against  the  possibility  of  exploitation 
or  abuse. 

The  Metzenbaum-Nickles-Hatch  bill 
requires  employers  to  conduct  regular 
reviews  of  the  special  minimum  wage 
rates  paid  to  their  own  employees,  and 
of  prevailing  rates  for  comparable 
work  performed  by  experienced  non- 
handftapped  employees  in  the  same 
locality.  The  bill  also  requires  that 
current  employees  being  paid  a  special 
minimum  wage  not  have  that  wage 
rate  reduced  prior  to  June  1,  1988 
without  prior  authorization  from  the 
Secretary  of  Labor. 

The  provisions  of  new  paragraph  5 
of  section  14(c)  are  designed  to  provide 
procedural  due  process  safeguards  for 
handicapped  employees  who  are  paid 
under  special  minimum  wage  rate  cer- 
tificates. Employees  who  wish  to  chal- 
lenge their  special  minimum  wage  rate 
have  a  right  to  a  hearing  and  a  right 
to  a  prompt  decision  from  an  impartial 
decisionmaker.  The  burden  of  proof  is 
on  the  employer  to  justify  the  wage 
rate  being  paid. 

The  standard  applied  by  the  hearing 
examiner  when  determining  what  spe- 
cial minimum  wage  rate,  if  any.  is  jus- 
tified, is  set  forth  at  subparagraph 
5(d)  of  the  bill.  This  standard  is  the 
same  standard  that  is  to  be  applied  by 
the  Secretary  when  providing  for  the 
issuance  of  special  minimum  wage  cer- 
tificates, as  set  forth  at  subparagraphs 
Kb)  and  (l)(c)  of  the  bill. 

The  due  process  protection  provided 
in  the  bill  is  an  important  benefit  for 
this  vulnerable  sector  of  our  work 
force.  We  expect  that  it  will  be  exer- 
cised responsibly.  We  intend  that  it 
not  be  used  as  a  means  of  harrassment 
against  employers. 

The  bill  also  provides  that  an  em- 
ployer operating  a  sheltered  work  pro- 
gram may  still  maintain  or  establish  a 
separate  work  activities  center.  Noth- 
ing in  this  bill  requires  such  employers 
to  unify  their  operations  unless  they 
so  choose. 
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The  intent  of  S.  2884  is  to  provide  a 
more  rational,  fair  and  objective  basis 
for  determining  wages  to  be  paid  to 
handicapped  employees  with  impaired 
productivity  while  fully  protecting  the 
rights  of  individual  workers.  Stream- 
lining the  wage  d(;termination  process 
is  beneficial  both  to  sheltered  work 
programs  that  employ  the  handi- 
capped and  to  the  handicapped  em- 
ployees of  such  workshops.  Wage  de- 
terminations must  still  be  based  on 
each  individual  workers  productivity, 
which  must  be  measured  at  regular 
periodic  intervals.  By  removing  several 
categories  of  certificates  that  employ- 
ers must  obtain  from  the  Department 
of  Labor,  the  Department  will  have 
additional  resources  available  to 
assure  the  fairest  possible  administra- 
tion of  section  14(c)  for  all  concerned. 
The  bill  has  received  letters  of  sup- 
port or  endorsement  from  the  Associa- 
tion for  Retarded  Citizens  of  the 
United  States,  the  National  Associa- 
tion of  Rehabilitation  Facilities.  Good- 
will Industries  of  America,  the  Nation- 
al Federation  of  the  Blind,  the  United 
Cerebral  Palsy  Associations,  the  Na- 
tional Easter  Seal  Society,  and  the  As- 
sociation for  Persons  With  Severe 
Handicaps.  I  ask  unanimous  consent 
that  these  letters  be  printed  in  the 
Record  as  part  of  our  joint  statement. 

There  being  no  objection,  the  letters 
were  ordered  to  be  printed  in  the 
Record,  as  follows: 

Association   for    Retarded   Citi- 
zens OF  the  United  States. 

Arlington.  TX.  September  23.  19S6. 
Hon.  Howard  Metzenbaum. 
U.S.  Senate.  Russell  Senate  Office  Building. 
Washington.  DC. 

Dear  Senator  Metzenbaum:  On  behalf  of 
the  160.000  members  of  the  Association  for 
Retarded  Citizens  of  the  United  States.  I 
wish  to  convey  our  strong  support  for  the 
substitute  amendment  you  and  Senator 
Nickles  plan  to  offer  to  S.  2148.  As  you 
know,  the  ARC-U.S.  advocates  on  behalf  of 
all  persons  with  mental  retardation  to 
enable  them  to  lead  productive  lives.  Our 
Association  is  particularly  aware  of  the  dif- 
ficulties adults  with  moderate  and  severe 
mental  retardation  have  in  attaining  em- 
ployment which  maximizes  their  earning 
potential. 

Your  substitute  amendment  to  S.  2148  will 
improve  the  guarantees  afforded  to  workers 
with  disabilities  employed  by  sheltered 
workshops  and  work  activities  centers  and 
enable  such  facilities  to  operate  more  effi- 
ciently. The  combined  effect  of  these 
amendments  is  expected  to  assist  workers 
with  disabilities  to  receive  remuneration 
based  on  their  actual  productivity  and  es- 
tablishes an  important  due  process  mecha- 
nism to  safeguard  their  earnings. 

The  legislation  will  also  free  facilities 
which  operate  sheltered  workshops  and 
work  activities  centers  from  much  unwar- 
ranted "red-tape."  thus  allowing  staff  to 
devote  more  time  and  energy  to  improving 
the  work  skills  of  the  employees. 

We  commend  you  for  offering  this  amend- 
ment and  encourage  you  to  do  all  you  can  to 
foster  its  becoming  law  in  this  Congress. 
Sincerely. 

V.  K.  "Warren"  Tashjian. 

PresidenL 


National  Association  of 
Rehabilitation  Facilities. 
Washington.  DC.  September  23.  1986. 
Senator  Howard  Metzenbuam, 
Russell  Senate  Office  Building. 
U.S.  Senate. 
Washington.  DC. 

Dear  Senator  Metzenbaum:  We  under- 
stand that  the  Senate  Labor  and  Human 
Resources  Committee  will  mark-up  an 
amendment  in  the  nature  of  a  substitute  of 
S.  2148  on  Wednesday.  September  24.  It  is 
our  understanding  that  the  amendment 
would,  in  addition  to  the  original  provisions 
of  S.  2148,  provide  for: 

(Da  review  at  least  every  six  months  of 
the  wages  paid  disabled  workers  under  this 
provision. 

(2)  wage  adjustments  at  least  once  a  year 
to  reflect  changes  in  prevailing  rates. 

(3)  a  two-year  transition  period  providing 
that  wages  currently  guaranteed  by  a  certif- 
icate shall  not  be  reduced  without  prior  au- 
thorization of  the  Secretary  of  Labor. 

(4)  provide  that  employees  (or  parents  and 
guardians  when  appropriate)  may  petition 
the  Department  of  Labor  for  a  review  by  an 
Administrative  Law  Judge  to  determine 
whether  a  special  minimum  wage  is  justi- 
fied. The  ALJ  shall  consider  only  the  pro- 
ductivity of  the  employee,  the  conditions 
under  which  the  productivity  was  measured, 
and  the  productivity  of  other  employees 
doing  essentially  the  same  work  in  reaching 
a  determination. 

With  the  above  provisions,  the  National 
Association  of  Rehabilitation  Facilities 
would  endorse  S.  2148.  NARF  believes  that 
this  bill  will  expand  employment  opportuni- 
ties for  severely  disabled  persons  while  pro- 
viding safeguards  that  special  wages  paid  to 
disabled  workers  will  be  fair. 

You  and  your  staff  are  to  be  commended 
in  bringing  this  important  legislative  action 
by  the  Senate. 
Sincerely. 

Charles  W.  Harles, 

Associate  Director  for 
Vocational  Rehabilitation. 

Goodwill  Industries 

OF  America.  Inc.. 
Bethesda.  MD.  September  23,  1986. 
Hon.  Howard  Metzenbaum. 
Committee  on  Labor  and  Human  Resources. 
Washington.  DC. 

Dear  Senator  Metzenbaum:  The  substi- 
tute amendment  to  S.  2148  to  be  offered 
jointly  by  you  and  Senator  Nickles  at  the 
Committee  mark  up  session  on  September 
24  has  the  support  of  Goodwill  Industries  of 
America,  Inc. 

As  the  nation's  largest  network  of  private- 
ly-operated vocational  rehabilitation  facili- 
ties, we  believe  that  this  compromise  legisla- 
tion amending  the  Fair  Labor  Standards  Act 
will  produce  multiple  benefits.  Individuals 
with  severe  disabilities  in  "work  activity 
centers "  will  benefit  from  the  elimination  of 
the  requirement  that  they  be  physically 
separated  from  more  productive  workers. 
Nonprofit  sheltered  workshops  employing 
and  providing  training  to  individuals  with 
disabilities  will  be  relieved  of  burdensome 
paperwork  requirements  caused  by  current 
Department  of  Labor  regulations,  and  the 
Department  of  Labor  will  be  able  to  concen- 
trate its  investigative  resources  on  substan- 
tive wage  and  hour  compliance.  Finally,  in- 
dividuals with  disabilities  employed  by  shel- 
tered workshops  will  be  provided  with  suffi- 
cient protections  to  guarantee  that  their 
wages  are  based  on  productivity  and  are 


commensurate  with  wages  paid  to  workers 
who  are  not  disabled. 

Again,  Goodwill  Industries  supports  this 
substitute  amendment  and  we  urge  expedi- 
tious action  by  the  Committee  on  Labor  and 
Human  Resources  and  the  full  Senate. 
Sincerely. 

Miriam  B.  Gouloing, 
General  Counsel  and  Director  of 

Governmental  Affairs. 

National  Federation  of  the  Blind, 
Baltimore.  MD.  September  23,  1986. 
Hon.  Howard  Metzenbaum, 
U.S.  Senate.  Russell  Senate  Office  Building, 
Washington.  DC. 

Dear  Senator  Metzenbaum:  I  am  writing 
to  advise  you  of  the  support  of  the  National 
Federation  of  the  Blind  for  your  amend- 
ment to  S.  2148.  If  enacted  as  part  of  section 
14(c)  of  the  Fair  Labor  Standards  Act 
(FLSA).  your  amendment  would  provide 
much  needed  procedural  due  process  safe- 
guards for  individuals  or  groups  subject  to 
the  section  14(c)  subminimum  wage.  For 
blind  persons  whose  subminimum  wages 
more  often  result  from  employer  inefficien- 
cy and  exploitation  than  from  lack  of 
worker  productivity,  the  appeal  rights  pro- 
vided by  an  amendment  would  be  a  distinct 
improvement  over  current  law. 

The  position  we  are  taking  on  your 
amendment  does  not  alter  our  opposition  to 
subminimum  wages  for  all  blind  workers. 
Modern  production  techniques,  coupled 
with  technological  advancements,  allow 
blind  people  to  work  as  productively  as 
other  indusi(rial  employees  covered  by  the 
FLSA.  The  employer  controlled  wage  set- 
ting practices  now  used  under  current  law 
are  patently  unfair  and  encourage  employ- 
ers (especially  sheltered  workshops)  to  ex- 
ploit the  blind  by  obtaining  cheap  labor. 
Moreover,  the  abuses  permitted  under  the 
law  are  compounded  by  the  lack  of  effective 
monitoring  by  the  Department  of  Labor 
(DOL)  and  the  automatic  approval  by  DOL 
of  workshop  requests  for  minimum  wage  ex- 
emptions. 

Nothing  short  of  the  termination  of  au- 
thority to  pay  blind  workers  less  than  the 
minimum  wage  will  remove  the  substantial 
exploitation  that  now  occurs.  Nevertheless, 
we  believe  that  your  amendment  can  be  a 
significant  step  toward  combatting  unfair 
and  illegal  low  wages.  For  this  reason  we 
support  and  applaud  your  effort. 
Sincerely  yours. 

James  Gashel, 
Director  of  Governmental  Affairs. 

United  Cerebral 
Palsy  Association, 
Washington.  DC,  September  23,  1986. 
Hon.  Howard  M.  Metzenbaum, 
Russell  Senate  Office  Building. 
Washington.  DC. 

Dear  Senator  Metzenbaum:  On  behalf  of 
United  Cerebral  Palsy  Associations,  Inc.,  I 
am  writing  in  support  of  your  substitute 
amendment  of  S.  2148.  UCPA  is  a  national 
network  of  220  private  nonprofit  agencies  in 
45  states  who  provide  a  variety  of  services  to 
disabled  individuals  and  their  families. 
UCPA  is  committed  to  the  idea  that  all  indi- 
viduals with  cerebral  palsy,  with  appropri- 
ate supportive  services,  can  work  in  an  inte- 
grated work  environment. 

UCPA  is  supportive  of  these  amendments 
and  believes  they  will  protect  disabled  indi- 
viduals who  are  employed  in  work  activities 
centers  and  sheltered  workshops,  while 
giving  them  the  opportunity  to  be  more  pro- 
ductive. UCPA  is  also  pleased  to  see  a  review 
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process  for  all  disabled  individuals  included 
in  the  amendment. 

We  thank  you  for  your  concern  for  indi- 
viduals with  cerebral  palsy  and  other  severe 
disabilities.  We  hope  that  through  your  ef- 
forts, disabled  individuals  will  be  given  more 
opportunities  to  be  more  independent  mem- 
bers of  society. 
Sincerely, 

Karen  S.  Franklin, 

Policy  Associate. 

National  Easter  Seal  Society, 
WasMngton,  DC,  September  23,  1986. 
Hon.  Howard  M.  Metzenbaum, 
RiisseU  Senate  Office  Building, 
Washington,  DC. 

Dear  Senator  Metenbaum:  I  am  writing 
on  behalf  of  the  National  Easter  Seal  Socie- 
ty to  express  support  for  the  substitute 
amendment  to  S.  2148  to  be  offered  jointly 
by  you  and  Senator  Don  Nickles  at  the  full 
Committee  mark-up  on  September  24,  1986. 
The  substitute  amendment  effectively  ad- 
dresses the  issue  of  clients'  rights  and  the 
need  for  improved  efficiency  under  Pair 
Labor  Standards  Act  requirements  for  voca- 
tional rehabilitation  programs. 

The  National  Easter  Seal  Society  serves 
people  of  all  ages  with  all  types  of  disabil- 
ities. Last  year,  more  than  one  million  per- 
sons were  served  by  Easter  Seal  Societies 
nationwide.  At  present,  47  Easter  Seal  cen- 
ters provide  vocational  rehabilitation  serv- 
ices to  persons  »ith  disabilities,  including 
development  disabilities,  multiple  impair- 
ments, and  mental  illness.  Each  of  these 
centers  serves  between  25  and  200  individ- 
uals, many  of  whom  will  directly  benefit 
from  the  revisions  proposed  under  S.  2148. 

As  an  advocate  for  people  with  disabilities, 
the  National  Society  strongly  supports  the 
strengthening  of  client  protections  under 
the  Pair  Labor  Standards  Act.  We  encour- 
age you  to  develop  report  language  which 
coordinates  client  protection  and  appeals 
procedures  under  S.  2148  with  existing 
standards  set  by  the  Commission  on  Accred- 
itation of  Rehabilitation  Facilities  (CARF). 
CARF  currently  accredits  a  substantial 
share  of  vocational  rehabilitation  programs, 
totalling  more  than  1,100  work  service  pro- 
grams and  over  650  work  activity  programs. 
All  Easter  Seal  vocational  rehabilitation 
programs  are  CARF-accredited.  We  believe 
that  coordination  of  client  protection  ap- 
peals procedures  would  enhance  efficiency 
and  minimize  costly  duplication  of  effort. 

As  a  provider  of  vocational  rehabilitation 
services,  the  National  Society  welcomes  pro- 
visions contained  in  S.  2148  which  simplify 
work  center  requirements  under  section 
14(c)  of  the  Pair  Labor  Standards  Act.  Sim- 
plification of  the  multiple  certificate 
system,  implementation  of  wages  based  on 
individual  productivity,  and  the  integration 
of  work  activities  center  employees  with 
workers  with  less  severe  disabilities,  will  sig- 
nificantly improve  the  ability  of  Easter 
Seals  and  others  to  serve  people  with  dis- 
abilities. 

On  behalf  of  the  National  Easter  Seal  So- 
ciety, thank  you  for  your  diligent  and  valua- 
ble efforts. 

Sincerely, 

Joseph  D.  Rohcr, 
Director  of  Governmental  Affairs. 


The  AssociAtiON  for  Persons 

WITH  Severe  Handicaps, 
Washington,  DC.  September  23,  1986. 
Hon.  Howard  M.  Metzenbaum. 
Russell  Senate  Office  Building, 
Washington,  DC. 

Dear  Senator  Metzenbaum:  On  l>ehalf  of 
The  Association  for  Persons  with  Severe 
Handicaps  (TASH),  I  write  in  support  of 
your  substitute  amendment  to  S.  2148, 
TASH  is  a  growing  national  and  interna- 
tional organization  of  over  6.000  profession- 
als and  parents  with  an  interest  in  the  lives 
of  persons  who  experience  severe  disabilities 
from  birth  through  adulthood.  Certainly, 
key  among  those  interests  are  employment 
opportunities. 

Having  carefully  studied  your  proposed 
amendment,  we  feel  we  can  endorse  and 
support  it. 

We  certainly  have  no  objection  to  legisla- 
tion designed  to  protect  from  exploitation 
people  who  are  now  in  work  activity  centers 
and  sheltered  workshops.  However.  TASH's 
main  concern  is  for  people  who  have  been 
excluded  from  employment  opportunities  in 
integrated  settings.  As  an  organization,  we 
support  and  work  towards  the  development 
of  such  work  opportunities  by  private  and 
non-profit  employers  outside  the  work  activ- 
ity centers  and  sheltered  workshops.  We 
would  support  any  measure  compatible  with 
this  goal  and  ask  that  in  the  final  drafting 
of  your  proposal  that  you  guard  carefully 
against  inadvertently  developing  require- 
ments that  would  serve  as  a  disincentive  for 
private  employers  to  hire  persons  with 
severe  handicaps. 

We  thank  you  for  your  obvious  concern 
for  persons  with  mental  retardation  and 
your  hard  work  in  developing  legislation 
that  will  ease  regulatory  barriers  to  their 
employment. 
Sincerely, 

Celane  McWhorter, 
Director,  TASH  Government  Relations. 

Mr.  NICKLES.  Mr.  President.  I  rise 
in  support  of  S.  2884.  Earlier  this  Con- 
gress I  introduced  a  predecessor  bill.  S. 
2148.  along  with  11  cosponsors.  In  the 
97th  Congress,  the  Labor  Subcommit- 
tee held  hearings  on  a  slightly  differ- 
ent version.  These  hearings  convinced 
me  that  current  law  was  a  detriment 
to  the  primary  employers  of  the  se- 
verely handicapped;  sheltered  work- 
shops and  work  activities  centers. 
Those  operators  holding  both  certifi- 
cates were  barred  from  comlngling 
their  clientele.  Consequently,  both  the 
business  side  of  the  operation  and  the 
therapeutic  side  were  often  hindered. 
Precious  resources  were  also  wasted.  I 
became  a  firm  believer  that  section 
14(c)  of  the  Fair  Labor  Standards  Act 
needed  to  be  amended. 

This  year.  Senator  Metzenbaum  and 
I  negotiated  out  several  changes  to  S. 
2148.  I  am  pleased  to  say  that  this  co- 
operative effort  now  appears  on  the 
verge  of  becoming  law.  The  interest 
groups  that  represent  the  handi- 
capped support  this  bill  and  I  am  told 
that  it  is  acceptable  to  the  proper 
Members  of  the  House  as  well.  Once 
again  the  members  of  this  committee 
have  cooperated  on  legislation.  I  ap- 
preciate the  efforts  of  Senator  Metz- 
enbaum and  Senator  Hatch  as  well  as 
the  support  of  all  the  cosponsors.  It  is 


fair  to  say  that  we  would  not  be  here 
today  without  their  support  and  lead- 
ership. 

Mr.  METZENBAUM.  I  thank  the 
subcommittee  chairman  for  his  kind 
words.  Like  the  Garcia  bill,  this  effort 
does  indeed  demonstrate  that  it  is  pos- 
sible for  the  members  of  the  Labor 
and  Human  Resources  Committee  to 
generate  productive  legislation.  I,  too, 
am  pleased  that  our  efforts  appear  to 
be  paying  off.  I  have  discussed  this 
issue  with  our  counterparts  in  the 
House  of  Representatives  and  I  believe 
that  they  will  accept  this  negotiated 
compromise  and  clear  the  bill  for  the 
President. 

Mr.  HATCH.  It  is  a  pleasure  to  be  a 
part  of  this  team  effort.  I  congratulate 
both  Senator  Nickles  and  Senator 
Metzenbaum.  Their  persistence  on  this 
issue  has  paid  off:  Handicapped  work- 
ers and  the  operators  of  sheltered 
workshops  and  work  activities  centers 
will  benefit.  I  suspect  that  many  of 
these  shops— particularly  the  sm%ll 
shops  in  rural  areas— will  realize  a  sub- 
stantial cost  savings  once  this  bill  is 
enacted.  Again,  I  congratulate  Senator  " 
Nickles  and  Senator  Metzenbaum. 

Mr.  HATCH.  Mr.  President,  I  am 
pleased  to  join  Senators  Nickles  and 
Metzenbaum  as  a  sponsor  of  this 
amendment  to  the  Fair  Labor  Stand- 
ards Act  which  will  help  expand  em- 
ployment opportunities  for  handi- 
capped workers.  As  our  colleagues  can 
appreciate,  if  the  three  of  us  can  get 
together  and  sponsor  the  same  legisla- 
tion, it  must  be  a  pretty  good  bill.  I 
commend  the  Senators  from  Oklaho- 
ma and  Ohio  for  their  hard  work  on 
this  legislation. 

I  am  also  pleased  to  note  that  the 
bill  has  the  support  of  major  organiza- 
tions concerned  with  protecting  the 
rights  of  and  creating  meaningful  em- 
ployment opportunities  for  handi- 
capped workers,  including  the  Easter 
Seal  Society  and  the  National  Associa- 
tion of  Rehabilitation  Facilities.  They 
have  encouraged  us  to  push  forward 
with  this  legislation  even  at  this  late 
hour  in  the  session.  This  is  an  indica- 
tion, I  believe,  of  the  importance  with 
which  this  measure  is  viewed. 

This  bill  will  reduce  the  redtap  re- 
quired for  employers  to  operate  shel- 
tered workshops  under  the  Pair  Labor 
Standards  Act  without  compromising 
the  rights  of  individual  workers.  That 
is  a  goal  worthy  of  unanimous  sup- 
port. 

Mr.  METZENBAUM.  Mr.  President. 
I  am  pleased  that  through  a  substitute 
amendment  which  I  proposed  and  ne- 
gotiated with  Senator  Nickles,  we 
have  been  able  to  work  out  a  bill  that 
has  the  support  of  the  major  groups 
repres»»nting  both  sheltered  workshop 
operators  and  employees  of  those 
workshops. 

The  impetus  for  this  legislation  was 
to    enable    sheltered    workshops    to 
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achieve  more  efficient  operation.  That 
is  a  laudable  objective.  But  at  the 
same  time  that  we  eliminate  burden- 
some paperwork  requirements,  we 
must  be  sure  that  handicapped  work- 
ers with  impaired  productive  capac- 
ities are  protected  against  the  possibil- 
ity of  exploitation  or  abuse.  This  bill 
secures  workers  their  full  protection. 
For  this  reason,  as  well  as  for  its  im- 
provements in  efficiency,  it  deserves 
the  unanimous  support  of  the  Senate. 
The  bill  was  considered,  ordered  to  a 
third  reading,  read  the  third  time,  and 
passed  as  follows: 

S.  2884 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  sub- 
section (c)  of  section  14  of  the  Fair  Labor 
Standards  Act  of  1938  (29  U.S.C.  214)  is 
amended  to  read  as  follows: 

••(cHl)  The  Secretary,  to  the  extent  neces- 
sary to  prevent  curtailment  of  opportunities 
for  employment,  shall  by  regulation  or 
order  provide  for  the  employment,  under 
special  certificates,  of  individuals  (including 
individuals  employed  in  agriculture)  whose 
earning  or  productive  capacity  is  impaired 
by  age,  physical  or  mental  deficiency,  or 
injury,  at  wages  which  are— 

■*(A)  lower  than  the  minimum  wage  appli- 
cable under  section  6. 

"(B)  commensurate  with  those  paid  to 
nonhandicapped  workers,  employed  in  the 
vicinity  in  which  the  individuals  under  the 
certificates  are  employed,  for  essentially  the 
same  type,  quality,  and  quantity  of  work, 
and 

■•(C)  related  to  the  individuals  productivi- 
ty. 

"(2)  The  Secretary  shall  not  issue  a  certif- 
icate under  paragraph  (1)  unless  the  em- 
ployer provides  written  assurances  to  the 
Secretary  that— 

"(A)  in  the  case  of  individuals  paid  on  an 
hourly  rate  basis,  wages  paid  in  accordance 
with  paragraph  (1)  will  be  reviewed  by  the 
employer  at  periodic  intervals  at  least  once 
every  6  months,  and 

"(B)  vages  paid  in  accordance  with  para- 
graph (1)  will  be  adjusted  by  the  employer 
at  periodic  intervals,  at  least  once  each  year, 
to  reflect  changes  in  the  prevailing  wage 
paid  to  experienced  nonhandicapped  indi- 
viduals employed  in  the  locality  for  essen- 
tially the  same  tyi>e  of  work. 

"(3)  Notwithstanding  paragraph  (1),  no 
employer  shall  be  permitted  to  reduce  the 
hourly  wage  rate  prescribed  by  certificate 
under  this  subsection  in  effect  on  June  1. 
1986,  of  any  handicapped  individual  for  a 
period  of  two  years  from  such  date  without 
prior  authorization  of  the  Secretary. 

"(4)  Nothing  in  this  subsection  shall  be 
construed  to  prohibit  an  employer  from 
maintaining  or  establishing  work  activities 
centers  to  provide  therapeutic  activities  for 
handicapped  clients. 


"(5)(A)  Notwithstanding  any  other  provi- 
sion of  this  subsection,  any  employee  receiv- 
ing a  special  minimum  wage  at  a  rate  speci- 
fied pursuant  to  this  subsection  or  the 
parent  or  guardian  of  such  an  employee 
may  petition  the  Secretary  to  obtain  a 
review  of  such  special  minimum  wage  rate. 
An  employee  or  the  employee's  parent  or 
guardian  may  file  such  a  petition  for  and  in 
behalf  of  the  employee  or  in  behalf  of  the 
employee  and  other  employees  similarly  sit- 
uated. No  employee  may  be  a  party  to  any 
such  action  unless  the  employee  or  the  em- 
ployee's parent  or  guardian  gives  consent  in 
writing  to  t>ecome  such  a  party  and  such 
consent  is  filed  with  the  Secretary. 

"(B)  Upon  receipt  of  a  petition  filed  in  ac- 
cordance with  subparagraph  (A),  the  Secre- 
tary within  10  days  shall  assign  the  petition 
to  an  administrative  law  judge  appointed 
pursuant  to  section  3105  of  title  5,  United 
States  Code.  The  administrative  law  judge 
shall  conduct  a  hearing  on  the  record  in  ac- 
cordance with  section  554  of  title  5.  United 
States  Code,  with  respect  to  such  petition 
within  30  days  after  assignment. 

■'(C)  In  any  such  proceeding,  the  employer 
shall  have  the  burden  of  demonstrating 
that  the  special  minimum  wage  rate  is  justi- 
fied as  necessary  in  order  to  prevent  curtail- 
ment of  opportunities  for  employment. 

■■(D)  In  determining  whether  any  special 
minimum  wage  rate  is  justified  pursuant  to 
subparagraph  (C),  the  administrative  law 
judge  shall  consider— 

■■(i)  the  productivity  of  the  employee  or 
employees  identified  in  the  petition  and  the 
conditions  under  which  such  productivity 
was  measured;  and 

■■(ii)  the  productivity  of  other  employees 
performing  work  of  essentially  the  same 
typie  and  quality  for  other  employers  in  the 
same  vicinity. 

■■(E)  The  administrative  law  judge  shall 
issue  a  decision  within  30  days  after  the 
hearing  provided  for  in  subparagraph  (B). 
Such  action  shall  be  deemed  to  be  a  final 
agency  action  unless  within  30  days  the  Sec- 
retary grants  a  request  to  review  the  deci- 
sion of  the  administrative  law  judge.  Either 
the  petitioner  or  the  employer  may  request 
review  by  the  Secretary  within  15  days  of 
the  date  of  issuance  of  the  decision  by  the 
administrative  law  judge. 

•■(F)  The  Secretary,  within  30  days  after 
receiving  a  request  for  review,  shall  review 
the  record  and  either  adopt  the  decision  of 
the  administrative  law  judge  or  issue  excep- 
tions. The  decision  of  the  administrative  law 
judge,  together  with  any  exceptions,  shall 
be  deemed  to  be  a  final  agency  action. 

■■(G)  A  final  agency  action  shall  be  subject 
to  judicial  review  pursuant  to  chapter  7  of 
title  5,  United  States  Code.  An  action  seek- 
ing such  review  shall  be  brought  within  30 
days  of  a  final  agency  action  described  in 
subparagraph  (F). 

Mr.  PACKWOOD.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which 
the  bill  has  passed. 

Mr.  BYRD.  I  move  to  lay  that 
motion  on  the  table. 


The  motion  to  lay  on  the  table  was 
agreed  to. 


RECESS  UNTIL  8  A.M.  TODAY 

Mr.  PACKWOOD.  Mr.  President,  I 
move  we  stand  in  recess  in  accordance 
with  the  previous  order. 

The  motion  was  agreed  to,  and,  at 
12:39  a.m.,  the  Senate  recessed  until 
today,  Saturday,  September  27,  1986, 
at  8  a.m. 
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NOMINATIONS 

Executive  nominations  received  by 
the  Senate  September  26,  1986: 
The  Judiciary 

Joseph  F.  Anderson,  Jr.,  of  South  Caroli- 
na, to  be  U.S.  district  judge  for  the  district 
of  South  Carolina,  vice  Charles  E.  Simons, 
Jr.,  retired. 

William  L.  Dwyer.  of  Washington,  to  be 
U.S.  district  judge  for  the  western  district  of 
Washington,  vice  Donald  S.  Voorhees,  retir- 
ing. 

Department  of  Justice 
Robert  L.  Barr,  Jr.,  of  Georgia,  to  be  U.S. 
attorney  for  the  Northern  District  of  Geor- 
gia for  the  term  of  4  years,  vice  Larry  D. 
Thompson,  resigned. 

Communications  Satellite  Corporation 
E.  Pendleton  James,  of  Cormecticut,  to  be 
a  member  of  the  Board  of  Directors  of  the 
Communications  Satellite  Corporation  until 
the  date  of  the  annual  meeting  of  the  Cor- 
poration in  1989,  reappointment. 

Corporation  for  Public  Broadcasting 
Daniel  L.  Brenner,  of  the  District  of  Co- 
lumbia, to  be  a  member  of  the  Board  of  Di- 
rectors of  the  Corporation  for  I*ublic  Broad- 
casting for  a  term  expiring  March  26,  1991, 
vice  Howard  A.  White,  term  expired. 

Federal  Election  Commission 
Scott  E.  Thomas,  of  the  District  of  Colum- 
bia, to  be  a  member  of  the  Federal  Election 
Commission  for  a  term  expiring  April  30, 
1991,  vice  Thomas  Everett  Harris,  term  ex- 
pired. 

In  the  Air  Force 

The  following  officer  under  the  provisions 
of  section  8019,  title  10.  United  States  Code, 
for  appointment  as  chief.  Air  Force  Reserve: 

Maj.  Gen.  Roger  P.  Scheer,  328-24- 
8077FV,  Air  Force  Reserve. 

Department  of  State 
Frank  Shakespeare,  of  Connecticut,  to  be 
Ambassador  Extraordinary  and  Plenipoten- 
tiary of  the  United  States  of  America  to  the 
Holy  See. 

The  Judiciary 
Bruce  M.  Selya,  of  Rhode  Island,  to  be 
U.S.  circuit  judge  for  the  first  circuit  vice  a 
new  position  created  by  Public  Law  98-353, 
approved  July  10, 1984. 
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CHIANG  KAI-SHEK 
REMEMBERED 


HON.  GUS  YATRON 

OP  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  YATRON.  Mr.  Speaker,  Dr.  Nathan  K. 
Mao,  a  respected  academic,  and  noted  au- 
thority on  Taiwan  has  written  an  excellent 
statement  on  the  centennial  birthday  of  the 
late  President  of  the  Republic  of  China,  Gen- 
eralissimo Chiang  Kai-shek.  The  statement 
covers  Chiang  Kai-shek's  rule  over  several 
decades  until  his  death  in  April  1975.  I  com- 
mend this  piece  to  the  attention  of  my  col- 
leagues. 

A  Gratepitl  Nation  Remembers  Chiang 

Kai-shek 

(By  Nathan  K.  Mao] 

Time  magazine  featured  Generalissimo 
and  Mme.  Chiang  Kai-shek  as  "Man  and 
Wife  of  the  Year"  in  1937,  highlighting 
America's  admiration  and  support  for 
China's  war  against  Japan.  At  that  time, 
China  fought  Japan  without  any  foreign  as- 
sistance. Japan  had  4,480,000  ground  troops, 
2700  first-line  war  planes  and  1.900,000  tons 
of  warships  in  active  service.  China,  on  the 
other  hand,  had  a  poorly  equipped  army  of 
1,700,000  men,  350  planes  and  59,000  tons  of 
various  vessels. 

Chinese  losses  were  high  but  China,  under 
the  command  of  CKS.  refused  to  surrender. 
Invoicing  Churchillian  eloquence.  CKS  pro- 
claimed to  the  world:  "We  shall  fight  to  the 
last  dying  man;  this  is  a  war  of  national  sur- 
vival. We  shall  win  the  ultimate  struggle. 
It's  a  war  between  right  and  wrong." 

CKS  was  right.  After  eight  years  and  2 
million  casualties  on  the  Chinese  side. 
Japan  surrendered  to  China  on  August  10. 
1945.  That  evening.  CKS  wrote  in  his  diary 
of  his  appreciation  of  Psalms  9:  "I  will 
praise  thee.  O  Lord,  with  my  whole  heart 
.  .  .  when  mine  enemies  are  turned  back, 
they  shall  fall  and  perish  at  thy  presence. 
For  thou  has  maintained  my  right  and  my 
cause." 

Filled  with  God's'  love.  CKS  was  grateful 
that  the  war  was  over  and  that  peace  would 
come  to  Asia.  He  sought  no  vengeance  and 
he  asked  of  no  reparations  from  Japan.  In- 
stead he  accorded  the  Japanese  magnanimi- 
ty. 

Magnanimity  was  manifested  in  CKS's  ef- 
forts to  repatriate  to  Japan  the  2.8  million 
Japanese  soldiers  and  civilians  in  China  and 
in  CKS's  insistence  to  Roosevelt  that  Japan 
tie  allowed  to  keep  its  status  for  the  emper- 
or, knowing  as  he  did  of  Japan's  reverence 
for  the  emperor.  Thus  CKS  allowed  Japan 
to  quickly  recover  from  the  wounds  of  the 
war  and  emerged  as  the  post-war  power  that 
it  is  today. 

CKS's  Christian  spirit  of  forgiveness  and 
love,  so  evident  in  his  treatment  of  the  Jap- 
anese after  the  war.  guided  him  for  the  rest 
of  his  life  until  his  passing  on  April  5,  1975. 

Dr.  Fredrick  Chien,  a  personal  interpreter 
to  CKS,  remembers  the  late  president  and 


Mme.  Chiang  Kai-shek  as  devout  Christians. 
CKS  built  a  small  chapel  near  his  residence 
where  he  prayed  alone  and  often  with  the 
Mme.  CKS,  studied  the  Bible  every  morn- 
ing, worshipped  regularly,  and  gave  his  as- 
sistance to  all  Christian  causes,  the  result 
being  the  phenomenal  growth  of  Christian 
churches  in  Taiwan  today. 

Besides  Christianity,  another  factor  that 
dominated  CKS's  life  was  his  total  dedica- 
tion to  establishing  a  strong  China.  At  the 
time  of  his  birth  in  Fenghua,  Chekiang 
province  on  October  31,  1887,  China  was  one 
of  the  weakest  countries  in  the  world,  with 
foreign  powers  enjoying  enormous  economic 
privileges  and  concession^  in  China.  To  put 
a  quick  end  to  the  Manchu  government  was 
the  aspiration  of  every  Chinese  man  and 
woman. 

CKS  joined  Dr.  Sun  Yat-sen  in  overthrow- 
ing the  Manchus  in  the  1911  revolution, 
after  having  been  taught  Confucian  classics 
and  conduct  by  his  widowed  mother.  She 
told  him  many  a  time  that  he  must  put  the 
interests  of  China  well  above  any  personal 
considerations. 

As  a  filial  son,  CKS  never  forgot  his  moth- 
er's instruction.  After  Dr.  Sun's  death  in 
1925,  CKS  began  the  first  step  of  national 
unification  by  setting  out  to  eliminate  all 
the  warlords  that  were  scavenging  China.  In 
1928  he  united  China  for  the  first  time  in 
the  century. 

Meanwhile  CKS  realized  that  the  threat 
to  the  welfare  of  China  lay  in  Chinese  com- 
munism, "the  disease  of  the  heart."  He  led 
several  anti-Communist  eradication  cam- 
paigns in  the  1920's  and  1930's.  His  efforts 
were  less  than  fruitful  due  to  Japan's  inva- 
sion of  China  starting  with  its  occupation  of 
Manchuria  in  1931  and  ending  with  its 
defeat  in  1945. 

CKS,  however,  was  successful  in  expelling 
foreign  powers  which  had  dominated  China 
since  the  Opium  War  of  the  1840's.  CKS 
persuaded  the  United  States,  Great  Britain 
and  other  Western  powers  to  give  up  their 
unequal  treaties  with  China  in  the  1940's. 
And  at  the  Cairo  Conference  in  1943,  CKS 
obtained  pledges  from  the  Allies  for  the 
return  of  Taiwan  and  Pescadores  to  China 
after  the  war. 

In  fact.  CKS  achieved  international  ac- 
claim for  China.  He  himself  was  asked  to  be 
the  Supreme  Commander  of  the  China  The- 
atre by  Roosevelt,  while  his  country.  The 
Republic  of  China,  was  one  of  the  Five 
Great  Powers  after  the  war. 

After  Japan's  surrender  in  1945,  CKS 
looked  forward  to  implementing  Dr.  Sun 
Yat-sens  Three  Principles  of  Nationalism, 
Democracy  and  Social  Welfare.  But  CKS 
was  denied  that  opportunity  with  the  Com- 
munists' occupation  of  the  mainland  in 
1949. 

It  was  in  Taiwan  that  CKS  got  the  oppor- 
tunity to  architect  the  modem  nation  that 
he  and  Dr.  Sun  had  envisioned.  By  introduc- 
ing land  reform,  capital  formation,  industri- 
al development,  universalization  of  educa- 
tion, and  direct  democratic  processes,  CKS 
gave  birth  to  modem  Taiwan,  which  had 
been  ravished  by  Japanese  colonial  rule.  By 
1975  Taiwan  enjoyed  the  second  highest 
living  standard  in  Asia  and  was  a  model  of 


economic  success  for  developing  countries  in 
the  world. 

When  CKS  passed  away  in  April  1975.  a 
million  ordinary  men  and  women  mourned 
him.  lining  the  funeral  route  from  down- 
town Taipei  to  Tzuhu.  his  temporary  resting 
place  in  the  suburbs.  One  weeping  soldier, 
kneeling  along  the  funeral  route,  refused  to 
get  up.  "I  followed  the  late  president  from 
Canton  to  Nanking,  to  Chungking,  to  Nank- 
ing and  then  to  Taiwan.  He  was  my  father, 
my  whole  family.  Now  he's  gone,  what's  left 
of  life?"  Others  remembered  him  as  modem 
China  itself,  his  life  mirroring  all  the  trau- 
matic changes  of  twentieth  century  China. 
President  Chiang  Ching-kuo  remembered 
him  best:  "Father  was  a  great  time  in  his 
time  and  decisive  force  in  the  modem  devel- 
opment of  the  country  and  the  people." 

Indeed,  eleven  years  after  CKS's  passing. 
CKS  has  been  proven  as  the  decisive  force. 
Today  Taiwan  is  an  economic  giant,  being 
the  sixth  largest  trading  partner  of  the 
United  States;  it  enjoys  a  per  capita  income 
of  more  than  US  $3,100.00.  the  highest  ever 
in  Chinese  history.  Its  private  enterprise 
system  is  the  envy  of  the  world  and  has 
worked  so  well  that  Mainland  China  is  anx- 
ious to  imitate. 

To  Chiang  Kai-shek,  a  Christian  and  Con- 
fucian nationalist,  the  Chinese  people  are 
indebted.  He  freed  them  from  the  Manchus. 
the  warlords,  the  Japanese  and  foreign  im- 
perialists. By  transforming  an  impoverished 
island  into  a  beacon  of  freedom  and  an  eco- 
nomic giant,  all  within  the  time  of  a  genera- 
tion, he  showed  the  world  and  especially 
Mainland  China  the  right  way  of  esUblish- 
ing  a  strong  nation. 

A  nation  of  the  people,  by  the  people,  and 
for  the  people— the  dream  of  man— is  now  in 
existence  in  Chiangs  Republic  of  China  of 
Taiwan. 


JAZZ— AN  AMERICAN  NATIONAL 
TREASURE 


HON.  JOHN  CONYERS,  JR. 

OP  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 
Mr.  CONYERS.  Mr.  Speaker,  today  I  intro- 
duced   House    Concun^ent    Resolution    396 
which  proclaims  jazz  an  American  national 
treasure. 

Since  Its  birth,  jazz  has  evolved  into  a  so- 
phisticated and  multifaceted  musical  art  form 
that  is  studied,  performed,  and  respected 
throughout  the  world.  Though  indigenous  to 
America  and  developed  out  of  the  Afncan- 
American  experience,  jazz  has  not  been  prop- 
erly recognized  by  this  Government's  highest 
official  bodies.  Notwithstanding  the  eminent 
artistic  achievement  of  American  jazz  musi- 
cians and  the  undisputed  influence  of  the 
music  over  a  period  of  more  than  eight  dec- 
ades, jazz  remains  underdeveloped  institution- 
ally and  underfunded  by  both  the  public  and 
private  sectors. 


•  This  "bullet"  symbol  identifies  statements  or  insertions  which  are  not  spoken  by  a  Member  of  the  Senate  on  the  floor. 
Matter  set  in  this  typeface  indicates  words  inserted  or  appended,  rather  than  spoken,  by  a  Member  of  the  House  on  the  floor. 
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The  major  challenge  facing  jazz  today  is 
how  do  we  support  the  artists  that  create  the 
music  and  the  organizations  which  support 
and  present  jazz  when  it  is  not  commercially 
viable.  We  believe  a  congressional  resolution 
proclaiming  jazz  as  an  American  national 
treasure  will  begin  to  encourage  a  greater 
level  of  public  arvj  private  economic  support 
for  nonprofit  jazz  organizations. 

This  resolution  proposes  we  celebrate  the 
achievements  of  jazz  artists  and  acknowledge 
the  significance  of  jazz  in  this  country  and 
irKJeed  throughout  the  world 

I  invite  all  of  my  colleagues  in  the  Congress 
to  join  me  as  cosponsors  of  this  resolution 
whose  support  will  inspire  musicians  and  lis- 
teners across  the  country  to  redouble  their  ef- 
forts to  elevate  the  status  of  jazz  artists,  pro- 
PDote  tf>e  development  of  jazz  institutions,  and 
encourage  the  ever  widening  pierformance  of 
jazz  music. 

H.  Con.  Res.  396 

Whereas,  jazz  has  achieved  preeminence 
throughout  the  world  as  an  indigenous 
American  music  and  art  form,  bringing  to 
this  country  and  the  world  a  uniquely 
American  musical  synthesis  and  culture 
through  the  African-American  experience; 
and 

Makes  evident  to  the  world  an  outstand- 
ing artistic  model  of  individual  expression 
and  democratic  cooperation  within  the  cre- 
ative process,  thus  fulfilling  the  highest 
ideals  and  aspirations  of  our  republic:  and 

Is  a  unifying  force,  bridging  cultural,  reli- 
gious ethnic  and  age  differences  in  our  di- 
verse society:  and 

Is  a  true  music  of  the  people,  finding  its 
inspiration  in  the  cultures  and  most  person- 
al experiences  of  the  diverse  peoples  that 
constitute  our  nation:  and 

Has  evolved  into  a  multi-faceted  art  form 
which  continues  to  birth  and  nurture  new 
stylistic  idioms  and  cultural  fusion:  and 

Has  had  a  historic,  pervasive,  and  continu- 
ing influence  on  other  genres  of  music  both 
here  and  abroad:  and 

Has  become  a  true  international  language 
Adopted  by  musicians  around  the  world  as  a 
music  l)est  able  to  express  contemporary  re- 
alities from  a  personal  perspective:  and 

Whereas,  this  great  American  musical  art 
form  has  not  yet  l)een  properly  recognized 
nor  accorded  the  institutional  status  com- 
mensurate with  its  value  and  importance: 
and 

Whereas,  it  is  important  for  the  youth  of 
America  to  recognize  and  understand  jazz  as 
a  significant  part  of  their  cultural  and  intel- 
lectural  heritage:  and 

Whereas,  in  as  much  as  there  exists  no  ef- 
fective national  infrastructure  to  support 
and  preserve  jazz;  and 

Whereas,  documentation  and  archival  sup- 
port required  by  such  a  great  art  form  has 
yet  to  be  systematically  applied  to  the  jazz 
field:  and 

Whereas,  it  is  in  the  tjest  interest  of  the 
national  welfare  and  all  of  our  citizens  to 
preserve  and  celebrate  this  unique  art  form: 
Now  therefore  be  it 

Resolved  by  the  House  of  Representatives 
(the  Senate  Concurring/,  that  it  is  the  sense 
of  the  Congress  that- 
Jazz  is  hereby  designated  as  a  rare  and 
valuable  national  American  treasure  to 
which  we  should  devote  our  attention,  sup- 
port and  resources  to  make  certain  it  is  pre- 
served, understood  and  promulgated. 


EXTENSIONS  OF  REMARKS 

A  FIFTEEN- YEAR  NIGHTMARE  IN 
SOUTH  GEORGIA 


September  26,  1986 


HON.  WYCHE  FOWLER,  JR. 

OF  GEORGIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25.  1986 

Mr.  FOWLER.  Mr.  Speaker,  I  would  like  to 
submit  the  following  excerpt  from  a  July  20 
New  York  Times  article  by  way  of  introduction 
to  a  situation  in  south  Georgia  I  seek  to  rectify 
through  a  private  relief  bill. 

A  Fifteen- Year  Nightmare  in  South 
Georgia 

The  disintegration  of  the  space  shuttle 
Challenger  last  January  28  was  not  the  first 
catastrophic  accident  for  Morton  Thiokol 
Inc.  On  a  cold,  damp  morning  15  years  earli- 
er, another  disaster,  this  one  caused  by  neg- 
ligence on  the  part  of  both  Thiokol  and  the 
U.S.  Government,  left  29  people  dead  and 
more  than  50  injured  in  this  isolated  corner 
of  southeastern  Georgia. 

While  the  official  story  of  the  Challenger 
is  just  unfolding,  the  last  chapter  on  the 
earlier  disaster  is  being  written  this  summer 
in  the  Federal  district  courthouse  in  Bruns- 
wick. GA.  35  miles  north  of  here.  After  15 
years  of  investigation  and  litigation,  the  last 
of  the  victims  of  the  1971  tragedy  and  their 
families  are  expected  to  receive  judgments 
against  the  Government  within  a  few  weeks. 

Even  without  the  odd  parallels  between 
the  two  explosions,  the  story  of  the  1971 
tragedy  would  be  worthy  of  a  place  in  indus- 
trial history.  It  is  a  tale  of  the  vulnerability 
and  carelessness  of  ill-educated,  untrained 
workers:  it  is  a  story  of  callousness  in  the 
military-industrial  partnership.  Wrapped  in 
its  layers  of  suffering  are  the  hopes  of 
escape  from  the  remnants  of  a  19th  century 
plantation  economy— and  warnings  of  the 
frustrations  awaiting  those  who  are  unpre- 
pared for  the  litigious,  impersonal  society 
that  often  replaces  it. 

The  morning  of  the  disaster.  February  3. 
1971.  a  concussion  rolled  through  the  coun- 
try towns  and  pine  woods  of  Camden 
County  from  a  Thiokol  munitions  factory.  A 
fire  had  broken  out  in  a  small  building 
where  60  people  were  assembling  magnesi- 
um flares— for  monitoring  troop  movements 
at  night  in  Vietnam.  When  the  fire  reached 
the  storeroom  where  4  tons  of  magnesium 
and  sodium  nitrate  were  spread  on  racks 
and  56.322  flares  were  stacked,  it  touched 
off  a  process  known  as  deflagration,  an  ex- 
tremely rapid  burning  that,  in  the  enclosed 
environment  of  the  storeroom,  erupted  as 
an  explosion. 

Not  all  the  victims  of  the  1971  explosion  re- 
ceived judgments.  Late  this  summer  the  plight 
of  a  group  of  victims  who  were  misinformed 
about  or  simply  unaware  of  the  possibility  of 
filing  for  damages  against  the  Government 
was  brought  to  my  attention.  I  would  like  to  in- 
troduce a  measure  to  waive  the  statute  of  limi- 
tations for  the  remaining  victims  and  relatives 
of  the  deceased  who  are  now  without  legal  re- 
course. Some  will  never  be  able  to  work  again 
because  of  permanent  injuries  sustained  in 
the  explosion,  some  were  forced  to  go  on  wel- 
fare, most  are  still  struggling  with  physical, 
mental  and  financial  hardships  caused  by  the 
accident. 

The  liability  of  the  U.S.  Government,  which 
failed  to  notify  the  plant  of  a  decision  to  re- 
classify the  materials  handled  by  workers  as 
"hazardous,"  has  been  established.  My  bill 


would  simply  allow  these  individuals  to  file  a 
claim:  the  rest  would  be  determined  by  the 
courts.  I  know  it  is  late  in  the  session,  but  I 
felt  I  must  respond  to  the  call  for  assistance 
by  the  individuals  named  in  my  bill. 
H.R. - 
A  bill  for  the  relief  of  certain  individuals 
Be  it  enacted  by  the  Senate  and  House  of 
Representatives    of  the    United   States    of 
America  in  Congress  assembled. 

SECTION    1.   WAIVER  OF   LIMITATIONS  TO  CLAIM 
AGAINST  INITED  STATES. 

(a)  In  General.— The  time  limitations  in 
section  2401  of  title  28,  United  States  Code, 
shall  not  apply  to  any  claim  by  any  individ- 
ual described  in  subsection  (b)  against  the 
United  States  arising  out  of  the  fire  and  ex- 
plosion that  occurred  on  February  3,  1971, 
at  a  facility  located  in  the  vicinity  of  Wood- 
bine, Georgia,  and  owned  by  Thiokol  Chem- 
ical Corporation. 

(b)  Description  of  Individuals.— The  in- 
dividuals referred  to  in  subsection  (a)  are  as 
follows:  Ethel  Davis,  Leroy  Davis,  Larry 
Davis,  William  H.  Connelly.  Dorothy 
Monak,  Lillie  Clark  Kennedy,  David  E.  Wil- 
liams, Richard  Spells,  Nellie  Clark,  Nolan 
King,  Teresa  Brown,  Ida  Celeste  Mack,  Inez 
Clark,  Guy  Foreman,  Ernest  Stevens,  and 
Bernice  Walker. 

SEC.  2.  TIME  FOR  COMMENCINC.  ACTION. 

A  claim  descril>ed  in  section  1  may  not  be 
commenced  pursuant  to  this  Act  after  the 
expiration  of  the  1-year  period  t>egiiming  on 
the  date  of  the  enactment  of  this  Act. 


STUDY  FURTHER  DEFENSE 
COOPERATION  WITH  ISRAEL 


HON.  ED  ZSCHAU 

of  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  ZSCHAU.  Mr.  Speaker,  I  am  introducing 
House  Resolution  563  today.  It  would  urge  the 
Joint  Political-Military  Group  established  by 
the  United  States  and  Israel  to  examine  ways 
in  which  the  two  countries  can  expand  their 
strategic  ties.  This  group  has  been  a  major 
factor  in  the  strengthened  ties  between  our 
two  countries,  and  the  House  should  express 
its  support  for  further  study  into  ways  in  which 
even  greater  cooperation  can  be  achieved. 

The  strategic  relationship  that  exists  be- 
tween the  United  States  and  Israel  has  been 
of  mutual  benefit  to  both  countries.  The 
United  States  has  solidified  a  relationship  with 
a  valuable  ally  in  a  very  volatile  region.  Israel 
enjoys  the  public  support  of  the  worid's  most 
powerful  champion  of  liberty  in  its  own  fight 
against  terrorism  and  oppression.  The  Joint 
Political-Military  Group  has  been  a  significant 
factor  in  the  growth  of  this  alliance. 

This  bill  would  express  congressional  sup- 
port for  the  Joint  Political  Military  Group.  It 
would  also  encourage  the  group  to  explore 
ways  in  which  the  benefits  that  are  enjoyed  by 
the  United  States  and  its  other  strategic  allies, 
such  as  the  NATO  countries,  Japan,  and  Aus- 
tralia, could  be  extended  to  the  United  States- 
Israeli  relationship. 

Mr.  Speaker,  this  resolution  calls  for  study- 
ing new  initiatives  in  United  States-Israeli  co- 
operation. Nobody  really  knows  what  changes 
in  legislation  or  executive  authority  will  be  re- 
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quired  to  solidify  further  the  existing  relation- 
ship. It  is  important,  however,  that  such  a 
study  begin  without  any  further  delay.  I  submit 
for  the  Record  a  copy  of  the  bill. 

H.  Res.  — 
Resolution  expressing  the  sense  of  the 
House  of  Representatives  that  the  Joint 
Political-Military  Group  should  develop 
policies  and  programs  which  promote  stra- 
tegic cooperation  between  the  United 
States  and  Israel 

Whereas  President  Reagan  has  declared 
that  a  strong  relationship  with  Israel  is  a 
strategic  asset  of  the  foreign  policy  of  the 
United  States: 

Whereas  the  United  States  and  Israel 
have  established  a  Joint  Political-Military 
Group  to  facilitate  and  promote  cooperation 
between  our  two  countries; 

Whereas  the  Joint  Political-Military 
Group  has  contributed  to  strategic  coopera- 
tion between,  and  promoted  the  mutual  in- 
terests of.  the  United  States  and  Israel;  and 
Whereas  the  United  States  and  other  na- 
tions with  which  we  share  a  strategic  inter- 
est benefit  from  consultation  in  defense  re- 
search programs,  cooperation  in  the  produc- 
tion of  defense  material,  competition  in  de- 
fense acquisition  policies,  and  access  to 
mutual  defense  industries  and  manufactur- 
ers: Now,  therefore,  be  it 

Resolved,  That  it  is  the  sense  of  the  House 
of  Representatives  that— 

(1)  the  Joint  Political-Military  Group 
should  develop  and  recommend  additional 
policies  and  programs  which  would  promote 
further  defense  cooperation  between  the 
United  States  and  Israel  and  establish  a  re- 
lationship between  the  United  States  and 
Israel  similar  to  the  relationship  that  exists 
between  the  United  States  and  its  other 
strategic  allies:  and 

(2)  the  Secretary  of  State  and  the  Secre- 
tary of  Defense  should  report  to  the  Chair- 
man of  the  House  Committee  on  Foreign 
Affairs  and  the  Chairman  of  the  House 
Committee  on  Armed  Services  on  what  ac- 
tions have  been  taken  to  implement  the  rec- 
ommendations of  the  Joint  Political-Mili- 
tary Group  and  what  additional  legislation 
might  be  required  to  implement  those  rec- 
ommendations. 
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the  Greeks,  the  Hebrews,  the  Romans,  and 
the  early  Christians  who  invented  Western 
civilization?  Does  today's  social  studies  cur- 
riculum bring  them  into  contact  with  that 
"great  cloud  of  witness,"  as  St.  Paul  called 
them,  who  encourage  us  "to  run  with  pa- 
tience this  race  that  is  set  before  us?"  Are 
we  confident  that  the  principles  of  the 
Pounders,  the  traditions  eml)odied  in  our  in- 
stitutions, the  memories  of  our  forefathers' 
sacrifices,  the  examples  of  our  statesmen, 
will  be  alive  in  the  next  generation's  minds 
and  hearts?  I  do  not  think  we  can  be  as  con- 
fident as  we  should  be.  But  it  is  not  our  stu- 
dents' fault. 

Do  not  misunderstand.  I  am  not  saying 
that  American  history  is  all  sweetness  and 
light— far  from  it.  I  am  saying,  however, 
that  running  through  our  nation's  history 
like  a  golden  thread  are  certain  ideals  and 
aspirations.  What  are  they?  Well,  we  the 
people,  all  of  us.  believe  in  liberty  and 
equality.  We  believe  in  limited  government 
and  in  the  betterment  of  the  human  condi- 
tion. These  truths  underlie  both  our  history 
and  our  society:  they  define  us  as  a  people; 
and  while  they  may  be  self-evident,  they  are 
not  spontaneously  apprehended  by  the 
young.  The  young  must  be  taught  these 
things,  and  at  the  same  time  they  should 
learn  that  a  large  part  of  the  world  thinks 
and  acts  according  to  other  principles. 
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A  PLEA  FOR  HISTORY 

HON.  JIM  COURIER 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25.  1986 
Mr.  COURIER.  Mr.  Speaker,  the  following 
excerpt  from  Secretary  William  Bennett's 
recent  speech  at  the  University  of  Kansas  is 
unique  not  only  for  its  eloquence,  but  also  for 
its  charge  to  educators  that  they  emphasize 
the  beliefs  on  which  this  Nation  was  founded. 
The  principles  of  liberty  and  equality  which  run 
throughout  our  history  should  be  a  source  of 
pride  and  patriotism  for  our  youths.  I  agree 
wholeheartedly  with  the  Secretary  that  a  con- 
centration on  the  values  and  ideals  of  their 
forefathers  should  be  as  Important  a  part  of 
any  curriculumn  as  historic  names  and  dates. 
Keeping  Learning  Auve 
Excerpt  from  "Once  More,  a  Plea  for  His- 
tory," the  Alf  Landon  address  by  William  J. 
Bennett.  Secretary  of  Education,  at  the  Uni- 
versity of  Kansas,  Sept.  9: 

A  few  questions,  ladies  and  gentlemen:  Do 
studenU  realize  that  they  are  the  heirs  of 


CONGRATULATIONS.  JACK 
BRICKHOUSE 


HON.  HENRY  J.  HYDE 

OF  ILLINOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  HYDE.  Mr.  Speaker,  It  gives  me  great 
pleasure  to  report  that  my  friend  Jack  Brick- 
house,  who  has  spent  40  years  broadcasting 
the  Cubs'  games  until  he  gave  up  that  assign- 
ment in  1981,  was  recently  named  Chicago 
Press  Veteran  of  the  Year  by  the  Chicago 
Press  Veterans  Association. 

I  know  Jack  feels  very  honored  to  receive 
this  distinction  from  his  colleagues,  and  it  Is 
truly  well-deserved.  I'm  sure  my  colleagues 
join  me  iii  congratulating  him  on  this  award 
which  will  be  officially  bestowed  on  November 
9.  I  am  very  pleased  to  include  in  the 
Record,  the  following  article  from  the  Chica- 
go Sun-Times  of  September  7  about  Jack  and 
his  colorful  career  in  broadcasting. 

[Prom  the  Chicago  Sun  Times.  Sept.  7, 
1986] 
Hey!  Hey!  A  Hit  for  Brickhoose 
(By  Laurie  Abraham) 
Jack  Brickhouse,  who  has  broadcast  more 
losing  baseball  games  than  any  other  man 
in  history,  has  been  named  Chicago  Press 
Veteran  of  Year  by  the  Chicago  Press  Veter- 
ans Association. 

"I've  made  it  into  nine  halls  of  fame.  I 
must  be  doing  something  right."  said  Brick- 
house,  who  during  his  career  announced 
Ciibs,  White  Sox  and  Bears  games. 

While  Brickhouse  has,  in  his  words,  "done 
it  all, "  interviewing  Presidents  Richard  M. 
Nixon,  Gerald  Ford  and  Ronald  Reagan,  an- 
nouncing dance  bands  and  covering  spot 
news  from  parades  to  political  conventions, 
he  is  best  known  for  his  40-year  tenure  with 
the  Cubs. 

His  secret  for  surviving  the  Cubs  pench- 
ant (never  pennant)  for  losing:  "I  always 
give  plenty  of  credit  to  the  opposition  when 
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they  do  well.  That  way  if  you  beat  them, 
your  victory  is  sweeter.  If  you  lose,  it's  no 
dishonor  to  lose  to  a  great  team. " 

The  70-year-old  Brickhouse,  who  covered 
the  White  Sox  in  1945.  the  year  the  Cubs 
won  their  last  pennant,  began  his  career  at 
18  at  a  Peoria  radio  station.  He  found  the 
road  north  to  Chicago  as  announcer  for  the 
Bradley  University  basketball  team. 

At  one  point,  he  almost  missed  the  chance 
to  announce  a  Bradley  game  because  his  sta- 
tion had  made  a  commitment  to  air  another 
show.  Brickhouse  refused  to  be  deterred  and 
asked  to  do  a  then-rare  delayed  broadcast. 
His  station  was  not  convinced  the  public 
wanted  to  hear  a  game  when  they  already 
knew  the  outcome  and  told  him  to  conduct 
a  poll  to  test  his  idea. 

"They  made  one  mistake."  Brickhouse 
told  the  Chicago  Sun-Times  last  year. 
"They  let  me  conduct  the  poll.  The  first  10 
people  I  talked  to  said.  no.  they  wouldn't  be 
interested  in  that.  I  threw  their  cards  in  the 
sewer,  went  to  my  favorite  pool  hall  and 
filled  out  100  balloU  myself. " 

Fortunately  for  Brickhouse.  the  delayed 
broadcasts  caught  on.  He  was  recruited  by 
WGN  soon  after,  and  came  to  Chicago  in 
1940.  The  rest  is  history. 

Brickhouse  gave  up  his  Cubs  assignment 
in  1981.  but  he  still  works  steadily.  He  hosts 
"The  Chicago  Cubs  Scrapbook. "  as  well  as  a 
pregame  Bears  show  and  an  occasional 
Channel  9  program.  "Once  a  Star."  But  his 
retirement  isn't  all  work  and  no  play.  He 
and  his  wife  will  leave  later  this  fall  for 
their  yearly  three-month  stay  on  the 
French  Riviera. 

As  for  his  press  veteran's  award,  the  ever- 
gracious  Brickhouse  said  it  ranks  right  up 
there  with  his  induction  into  the  Baseball 
Hall  of  Fame  in  Cooperstown.  N.Y. 

These  are  your  colleagues."  he  said. 
"You  can't  fool  them.  If  they  give  you  a 
stamp  of  approval,  you  ought  to  be  pretty 
flattered." 

Brickhouse  will  receive  his  award  on  Nov. 
9. 


LAW      ENFORCEMENT     CORRUP- 
TION MUST  BE  STOPPED 


HON.  MAJOR  R.  OWENS 

OF  MEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 
Mr.  OWENS.  Mr.  Speaker,  on  March  23,  13 
police  officers  in  the  77th  precinct  in  Brooklyn 
were  suspended  based  on  charges  that  they 
extorted  money  from  narcotics  dealers.  The 
77th  is  in  my  district  and  I  have  received  nu- 
merous reports  from  members  of  the  commu- 
nity reflecting  a  lack  of  confidence  in  the 
police.  Now  our  worst  suspicions  and  fears 
have  proved  to  be  true.  There  is  an  abundant 
supply  of  crack  and  drugs  in  this  community 
and  the  police  are  not  doing  all  that  tftey 
could  do. 

The  effective  and  honest  efforts  of  the 
police  are  necessary  if  we  are  to  have  a  func- 
tioning society  where  people  are  protected 
from  criminals.  People  should  be  able  to  go  to 
their  local  law  enforcement  authorities  and 
know  that  their  complaints  will  be  taken  seri- 
ously and  that  they  will  not  be  threatened 
People  must  know  that  the  polk;e  are  not  only 
on  their  side  but  out  front  when  it  comes  to 
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fighting  those  who  would  disrupt  our  communi- 
ties by  criminal  activity. 

Sadly.  comnfHJnIties  in  my  district  have  been 
harmed  by  the  perception  and  the  reality  that 
the  police  were  not  their  allies  The  situation  is 
beginning  to  be  addressed  by  the  police  de- 
partment itself  as  well  as  the  Office  of  the 
Special  Prosecutor  of  the  New  Yort(  State  At- 
torney Ger>eral.  These  efforts  are  to  be  ap- 
plauded and  supported. 

On  a  wider  scale,  we  must  address  the 
issue  of  corruption  of  law  enforcement  per- 
sonnel. This  is  simply  not  a  situation  where 
we  can  afford  to  be  tolerant.  There  is  nothing 
lower  than  a  policeman  who  sells  drugs.  This 
is  a  situation  where  we  must  maKe  It  clear 
ttfat  to  those  to  whom  we  entrust  our  safety, 
we  expect  much  and  we  will  not  tolerate  a 
light  tap  on  the  wnst  by  the  courts.  It  is  too 
late  in  tfie  session  to  address  this  issue  legis- 
latively, but  I  will  introduce  legislation  In  the 
rwxt  session  which  addresses  the  issue  of 
corruption  in  law  enforcement  agencies.  Spe- 
cifically, our  Federal  system  relies  on  State 
and  local  law  enforcement  personnel  to  pro- 
vide information  and  resources  to  other  States 
as  well  as  to  the  Federal  law  enforcement 
agencies.  Corruption  related  to  narcotics  at 
any  point  in  this  network  is  a  national  problem 
and  it  must  be  addressed  on  a  national  level.  I 
will  introduce  legislation  providing  for  life  sen- 
teiKes  wittiout  parole  to  any  law  enforcement 
officer  at  the  local.  State,  or  Federal  level  who 
Is  convicted  of  participatir)g  in  any  situations 
which  further  criminal  activity  related  to  the 
sale  of  narcotics. 

The  case  in  Brooklyn  involves  narcotics.  It 
is  clear  that  tf>ere  would  be  far  fewer  drugs  on 
the  streets  if  there  was  no  protection  for  this 
activity  by  the  police.  It  is  also  clear  that  drugs 
are  a  cash-and-carry  business.  That  cash 
comes  from  burglaries  and  muggings  which 
have  become  endemic  in  New  York  City  and 
otfier  areas  wt>ere  drugs  are  endemic.  It  is 
also  clear  that  the  importation,  processing, 
distribution,  and  ultimate  sale  of  drugs  on  our 
streets  involves  a  complex  network  which  has 
been  able  to  function  despite  the  t)est  efforts 
of  the  decent  law  enforcement  personnel  who 
have  worked  to  control  the  problem.  These 
people  have  risked  much  to  try  to  control  a 
problem  and  they  deserve  our  support  and 
recognition  of  their  honesty  and  integrity.  They 
deserve  our  support  to  rid  their  ranks  of  the 
"bad  apples"  which  make  their  job  more  dan- 
gerous and  frustrating. 

There  are  those  who  may  think  that  this  is 
just  one  more  New  York,  or  big  city,  problem. 
I  urge  all  of  my  colleagues  to  recognize  that 
heroin  and  cocaine  do  not  grow  in  Iowa  or 
North  Dakota  any  more  than  they  grow  In 
New  York.  This  plague  is  imported  and  distrib- 
uted throughout  the  country  and  it  is  every- 
one's problem.  We  must  work  together  to 
make  sure  that  every  link  in  our  law  enforce- 
ment chain  is  as  dedicated  as  every  link  in  the 
drug  importation  and  distribution  chain.  When 
we  get  to  that  point  we  will  find  that  the  crimi- 
nal system  can  be  t)roKen  That  is  not  an  ab- 
stract  dream,  but  a  reality  which  we  should  be 
committed  to  as  a  basic  obligation  to  the 
people  that  we  represent. 
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CONGRESSIONAL  SALUTE  TO 
THE  HONORABLE  VICTOR  JA- 
CALONE  II  OP  PASSAIC.  NJ.  RE- 
CIPIENT. 1986  COLUMBUS  DAY 
MAN  OF  THE  YEAR  AWARD, 
NEW  JERSEY  DISTRICT  IV. 
UNICO  NATIONAL 


HON.  ROBERT  A.  ROE 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  ROE.  Mr.  Speaker  On  Friday.  October 
3.  residents  of  my  congressional  district  and 
State  of  New  Jersey  will  gather  together  in 
testimony  to  an  esteemed  police  chief,  com- 
munity leader  and  good  friend,  the  Honorable 
Victor  Jacalone  II  of  Passaic,  NJ,  whose 
standards  of  excellence  throughout  his  life- 
time have  earned  him  the  highly  coveted  citi- 
zen's award  of  one  of  our  most  prestigious 
Italian-American  organizations— the  1986  Co- 
lumbus Day  Man  of  the  Year  Award  of  New 
Jersey  District  IV  of  UNICO  National.  I  know 
that  you  and  our  colleagues  here  In  the  Con- 
gress will  want  to  join  with  me  in  extending 
our  warmest  greetings  and  felicitations  to 
Victor,  his  good  wife  Violet,  their  son  Victor  III, 
daughter  Valerie  Ann,  and  daughter  Karen 
Lynn  and  her  husband  Robert  Fulleman,  as 
we  celebrate  this  milestone  of  achievement  in 
their  family  endeavors. 

Mr.  Speaker.  Our  honoree  is  the  son  of 
Rose  and  the  late  Victor  Jacalone.  He  was 
born  and  raised  in  the  city  of  Passaic,  NJ,  and 
educated  in  the  local  school  system.  New 
Jersey  District  IV  of  UNICO  National  is  com- 
pnsed  of  UNICO  chapters  of  the  Municipalities 
of  Passaic,  Clifton,  Wayne,  Passaic  Valley, 
North  Haledon  and  Cedar  Grove.  The  Colum- 
bus Day  Man  of  the  Year  Award  named  after 
a  man  of  vision  whose  achievements,  dreams 
and  adventures  helped  to  shape  the  future  of 
what  was  to  be  first  the  discovery,  charting 
and  later  colonization  of  a  new  continent, 
America,  is  an  honor  of  special  significance 
not  only  to  UNICO  National  and  our  people  of 
Italian  hentage  but  to  all  peoples  of  the  free 
world. 

Victor  Jacalone  II  has  been  a  staunch  sup- 
porter and  active  participant  In  many  civic  and 
community  improvement  programs  and  we  ap- 
plaud the  quality  of  his  leadership  endeavors 
for  over  a  quarter  of  a  century  in  the  vanguard 
of  our  public  safety  officers. 

He  served  our  people  and  our  country  with 
distinction  in  the  U.S.  Army  during  the  period 
1952  to  1954.  His  military  assignments  includ- 
ed active  service  in  Kobe,  Japan  and  we  are 
all  proud  of  his  having  attained  the  National 
Defense,  Korean  Service  and  United  Nations 
medals  for  his  mentorious  service  with  the 
U.S.  Armed  Forces. 

Police  Chief  Jacalone  has  indeed  earned 
the  highest  respect  and  esteem  of  all  of  us  for 
the  quality  of  his  leadership  and  sincerity  of 
purpose  in  seeking  to  achieve  optimum  public 
safety  for  all  of  our  people.  In  1959  he  was 
appointed  to  the  Passaic  Police  Department. 
He  served  in  all  official  ranks  of  the  depart- 
ment—promoted to  sergeant  in  1966.  lieuten- 
ant in  1969.  captain  in  1973.  deputy  chief  in 
February  1985 — and  In  June  1965  attained  his 
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present  high  office  of  public  trust  as  chief  of 
police  for  the  city  of  Passaic. 

Throughout  his  lifetime  he  has  forged  ahead 
with  dedication  and  devotion  In  combatting 
crime  and  protecting  the  life  of  our  people. 
We  applaud  his  knowledge,  training,  hard 
work,  and  personal  commitment  that  has  en- 
abled him  to  achieve  the  fullest  confidence 
and  strongest  support  of  the  people  of  our 
community.  He  has  always  applied  the  most 
sophisticated  and  advanced  techniques  of  his 
profession. 

Over  the  years  Victor  has  earned  and  re- 
ceived many  commendations  and  awards  of 
valor  for  his  service  to  people.  In  1 967  he  was 
the  choice  of  the  Junior  Chamber  of  Com- 
merce for  its  annual  "Cop  of  the  Year"  award. 
We  particularly  applaud  his  citation  In  1 985  by 
the  Drug  Enforcement  Agency  for  his  "out- 
standing contributions  in  the  field  of  drug  en- 
forcement." 

During  the  period  1976  to  1979  Victor  Jaca- 
lone II  served  as  a  member  of  the  Passaic 
Board  of  Education  and  in  1979  received  the 
distinguished  service  award  of  the  Education 
Association  of  Passaic  for  his  "devotion  to 
Passaic  schools." 

Mr.  Speaker,  it  Is  indeed  appropriate  that 
we  reflect  on  the  deeds  and  achievements  of 
our  people  who  have  contributed  to  the  quality 
of  life  here  in  America  and  I  am  pleased  to 
call  your  attention  to  Victor  Jacalone's  lifetime 
of  outstanding  service  to  people  and  seek  this 
national  recognition  of  all  of  his  good  works.  I 
appreciate  the  opportunity  to  call  your  atten- 
tion to  this  year's  recipient  of  an  award  of  ex- 
cellence that  expresses  appreciation  for  the 
untiring,  unselfish,  herculean  efforts  of  a  highly 
compassionate  Individual.  We  do  indeed 
salute  a  distinguished  citizen,  good  friend  and 
great  American— the  1 986  Columbus  Day  Man 
of  the  Year  of  New  Jersey  District  IV  of 
UNICO  National— the  Honorable  Victor  Jaca- 
lone II  of  Passaic.  NJ. 


HIGHER  EDUCATION  ACT 
AMENDMENTS 


HON.  JULIAN  C.  DIXON 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  DIXON.  Mr.  Speaker,  with  yesterday's 
passage  of  the  Higher  Education  Act  Amend- 
ments of  1986,  the  House  of  Representatives 
has  reaffirmed  its  commitment  to  postsecond- 
ary  education.  This  legislation  Is  a  sound  and 
balanced  response  to  the  current  needs  of 
higher  education  and  I  am  pleased  to  have 
supported  it  wholeheartedly. 

I  strongly  concur  with  the  overall  policy  of 
this  legislation,  that  of  allowing  room  for  in- 
creases in  program  funding  and  simultaneous- 
ly targeting  money  more  effectively  to  those 
who  need  It.  In  the  Guaranteed  Student  Loan 
Program,  a  program  engineered  to  assist  the 
middle  class,  students  will  be  able  to  take  out 
larger  loans  and  all  recipients  will  have  to 
demonstrate  financial  need.  In  the  Pell  Grant 
Program,  the  Nation's  largest  source  of  Feder- 
al aid  for  low-Income  students,  the  reauthor- 
ization bill  allows  students  to  receive  larger 
grants.  In  response  to  the  Increasing  number 
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of  students  who  go  to  college  on  a  part-time 
basis,  the  bill  will  make  some  forms  of  aid- 
grants,  loans,  and  college  work/ study— avail- 
able to  them  for  the  first  time.  With  the  new 
streamlined  application  procedure,  all  students 
applying  for  aid  will  find  the  process  easier. 

The  legislation  also  reaffirms  the  commit- 
ment of  this  Nation  to  the  idea  that  education 
is  one  of  the  best  ways  for  the  disadvantaged 
to  help  themselves.  By  revamping  Federal  aid 
to  historically  black  colleges  through  the  new 
Black  (Colleges  Act,  the  legislation  recognizes 
the  special  role  these  institutions  play  in  the 
education  of  black  Americans.  By  allowing  in- 
creases in  the  TRIO  programs  that  identify 
and  give  extra  help  to  students  from  disadvan- 
taged backgrounds,  the  legislation  will  make  it 
possible  for  more  young  people  to  attend  col- 
lege. By  developing  a  new  grant  program  to 
help  colleges  establish  day  care  centers,  the 
legislation  will  allow  more  low-income  parents 
to  attend  college.  All  these  provisions  promote 
one  of  the  most  important  goals  of  the  Higher 
Education  Act,  that  of  Increasing  access  for 
all  students  to  postsecondary  education. 

The  bill  is  guided  by  both  a  commitment 
and  a  vision:  A  commitment  to  meet  today's 
needs  in  a  fiscally  responsible  manner,  and  a 
vision  that  will  allow  us  to  meet  growing  needs 
with  expanded  and  improved  services  in  the 
future.  I  commend  my  colleagues,  especially 
the  distinguished  chairman  of  the  House  Edu- 
cation and  Labor  Committee,  Mr.  Hawkins,  on 
their  fine  work  in  putting  together  this  legisla- 
tion. It  is  legislation  that  will  take  higher  edu- 
cation into  the  1990's,  and  I  am  pleased  to 
have  supported  it. 


IT'S  NEVER  TOO  LATE  TO 
LEARN  TO  READ 


HON.  JAMES  M.  JEFFORDS 

OF  VERMONT 
IW  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 
Mr.  JEFFORDS.  Mr.  Speaker,  I  would  like  to 
share  with  this  body  an  article  appearing  in 
the  New  York  Times  on  September  17,  1986, 
about  the  fine  work  of  a  few  dedicated  people 
in  the  Adult  Basic  Education  Program  in  my 
home  State  of  Vermont.  Ttiese  home  tutors 
have  given  hope  to  many  Vermonters  who 
had  come  to  t)elieve  that  they  would  never 
learn  to  read.  One  unique  aspect  of  this  pro- 
gram is  that  the  struggle  of  learning  to  read  is 
done  in  the  privacy  of  their  own  homes.  Ac- 
cording to  Jonathan  Kozol,  this  program  is 
one  of  the  nx)re  successful  adult  illiteracy  pro- 
grams in  the  Nation.  The  artide  follows: 
[Prom  the  New  York  Times,  Sept.  16, 19861 
Reading  can  be  Learned  Late  in  Lire 
MiDDLEBURY,  VT.--John  was  out  of  work 
for  three  years,  but  the  trouble  was  not  lack 
of  job  skills.  In  his  life  he  had  l>een  a 
farmer,  a  quarryman,  a  machine  operator. 
The  problem  was  that  he  could  not  read  or 
write. 

Gloria  Garrow  had  a  good  job  as  a  cooli  at 
a  state  Institution  for  the  mentally  retard- 
ed. She  earned  more  than  $7  a  hour,  which 
she  considered  a  good  wage.  Her  motivation 
to  learn  to  read  was  more  personal  than  eco- 
nomic. Abused  as  a  child  by  her  alcoholic 
parents,  she  had  been  too  emotionally  dis- 
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traught  to  learn  to  read  in  school,  where 
teachers  told  her  she  was  stupid. 

"I  knew  inside  I  wasn't  dumb."  said  Ms. 
Garrow,  now  41,  "if  somebody  would  just 
take  the  time." 

Now,  three  years  after  she  enrolled  as  a 
student  in  Vermont's  Adult  Basic  Education 
program,  Ms.  Garrow  can  resul. 

At  a  time  when  adult  illiteracy  is  the  sub- 
ject of  increased  national  attention  and 
Presidential  proclamations,  Vermont  has  a 
program  for  dealing  with  the  problem  that 
seems  to  work.  It  is,  in  fact,  one  of  the  most 
successful  adult-illiteracy  programs  in  the 
nation,  according  to  such  ot>servers  as  Jona- 
than Kozol,  who  cited  it  in  his  book,  "Illiter- 
ate America."  But  its  methods  are  neither 
inexpensive  nor  easy  to  carry  out. 

For  the  first  time,  Ms.  Garrow  can  bal- 
ance her  checkbook  and  select  movies  in  the 
video  rental  store  by  name.  She  buys  the 
Sunday  newspaper  every  week  and  reads  it 
front  to  back. 

"I  get  a  high  off  of  being  able  to  know 
something  I  couldn't  know  Ijefore, "  she  said. 
John,  who  asked  that  his  last  name  not  he 
used,  has  learned  to  read  instruction  manu- 
als and  blueprinU  and  fill  out  job  applica- 
tions. He's  leaning  to  write  sentences.  He  fi- 
nally got  a  job  as  a  high  school  custodian. 
In  his  spare  time,  he  reads  science  fiction. 

Signing  up  for  the  Adult  Basic  Education 
program,  said  John,  "was  the  biggest  step  in 
my  life." 

The  program,  under  the  auspices  of  the 
Department  of  Education,  operates  a  dozen 
learning  centers  around  Vermont,  employs 
the  equivalent  of  80  full-time  tutors  and 
makes  use  of  the  services  of  50  volunteers. 

Its  budget  of  state  and  Pederal  funds  is  a 
little  less  than  $2  million  a  year,  75  percent 
of  it  comes  from  the  state.  The  program  is 
free  and  it  is  available  to  anyone  over  16 
who  is  not  in  school.  Its  current  enrollment 
is  5,000  students. 

The  centers  offer  group  instruction  from 
reading  classes  and  workshops  on  career  de- 
cision-making to  life-skill  seminars,  designed 
in  response  to  the  needs  and  interests  of 
students.  There  is  also  a  correspondence 
course  for  the  most  advanced  students. 

But  the  key  to  success  of  Adult  Basic  Edu- 
cation, the  administrators  say,  is  the  em- 
phasis on  a  combination  of  home-tutoring 
and  individually  tailored  instruction. 

The  home-tutoring  model  was  Iwrrowed 
from  a  literacy  project  conducted  in  Appa- 
lachia  in  the  early  1970's.  The  Vermont  ex- 
periment l>egan  on  a  small  scale  in  1974  and 
expanded  over  the  next  decade. 

"This  is  the  only  statewide  program  that 
uses  home  tutoring  widely,"  said  Sandra 
Robinson,  head  of  the  adult  education  at 
the  Vermont  Department  of  Education. 
"People  argue  that  it's  expensive.  That's 
true,  but  it's  also  the  only  way  to  reach 
these  people." 

The  kind  of  people  Adult  Basic  Ediication 
is  trying  to  reach,  functionally  illiterate 
adults,  number  in  the  millions  nationwide. 
In  Vermont,  experts  estimate  there  may  be 
as  many  as  58,000  adults  who  carmot  read  a 
newspaper,  take  a  driver's  test  or  fill  out  a 
job  application. 

For  most  such  people,  the  first  and  most 
difficult  step  is  a  admit  the  problem.  When 
they  finally  do,  they  are  often  desperate. 

"The  Job  market  is  a  powerful  motivating 
factor."  said  Diana  Carmenati.  director  of  a 
learning  center  in  New  Haven.  Vt.  "In  other 
cases,  it's  personal  reason.  One  man  came  in 
when  his  children  got  old  enough  to  realize 
that  the  words  he  was  reading  to  them  were 
not  the  words  that  appeared  in  the  l)ook." 
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The  appeal  of  the  Vermont  program,  said 
Ms.  Carmenati,  is  that  the  struggle  to  learn 
to  read  can  be  carried  out  in  privacy. 

"I  felt  bad  enough  as  it  was  about  learn- 
ing," said  Ms.  Garrow.  "Having  a  tutor  come 
to  the  house  helped  a  lot.  somel>ody  who 
would  take  the  time  to  go  over  and  over  it. 
Not>ody  was  ever  willing  to  take  the  time 
with  me  before." 

Now  that  she  feels  comfortable  with  read- 
ing, she  is  completing  a  series  of  competen- 
cy tests  that  are  required  to  take  the  next 
step  into  the  adult  diploma  program. 

Unlike  the  more  academic  graduate 
equivalency  degree  program,  the  adult  di- 
ploma program  is  a  practical  course  that 
emphasizes  accomplishments  such  as  learn- 
ing at>out  state  government  and  the  local 
economy. 

In  addition,  each  student  is  required  to  see 
both  a  play  and  movie.  Ms.  Garrow  took  her 
two  grandchildren  to  see  "Armie"  this 
summer,  her  first  experience  of  live  theater. 
Her  next  goal  is  to  learn  about  the  sUte 
government  and  then  register  to  vote. 

Ms.  Garrow's  tutor.  Ruth  Barenbaum. 
said  her  job  is  made  easier  because  she  is  en- 
couraged to  use  educational  materials  that 
are  relevant  to  the  lives  of  her  students, 
who  range  from  high-school  dropouts  and 
young  mothers  on  welfare  to  senior  citizens. 
Mrs.  BarenlMium  left  public-school  teaching 
to  l>ecome  a  home  tutor  a  year  ago. 

"Children  nonreaders  are  more  playful 
and  open."  she  said,  "while  adult  non- 
readers  have  become  closed  and  afraid.  But 
adults  have  survival  skills  and  knowledge 
that  children  don't  have.  We  have  to  trans- 
late academics  into  terms  they  luiow. 

"I  like  to  use  experience  stories.  A  student 
will  tell  me  the  story  of  his  life  and  I'll  write 
it  down.  Then,  we'll  use  it  the  next  week  as 
a  reading  exercise." 

A  successful  part  of  the  program  has  been 
the  Green  Mountain  Eagle,  a  monthly  news- 
paper published  by  Adult  Basic  Education 
and  written  by  the  studenU.  The  paper 
prints  articles  on  practically  anything,  from 
raising  goats  to  coping  with  loneliness.  In 
the  June  issue,  a  pregnant  teen-ager  wrote 
atK>ut  her  hopes  for  her  unlwm  child,  and  a 
Mexican  woman  descril)ed  how  to  make  a 
pinata. 

Ms.  Garrow  has  written  two  stories  about 
the  skunks  that  moved  in  under  her  house 
in  East  Middlebury.  prompting  a  lively  cor- 
respondence with  Eagle  readers  from  all 
over  the  state.  For  her.  writing  newspaper 
stories  is  another  step  along  a  path  that 
once  seem  closed  to  her. 

John.  too.  has  found  this  new  success  an 
enormous  pleasure.  When  he  signed  up  for 
the  program,  he  said.  "I  doubted  I  could 
learn.  I  spent  most  of  my  life  not  reading." 
Now.  he  said.  "I'm  about  75  percent  better.  I 
tell  the  teacher,  if  there's  somebody  who 
needs  this  kind  of  education  and  they  don't 
think  they  can  do  it.  tell  them  to  come  see 
me." 


MISS  ELOISE  PICKRELL 


HON.  ROY  DYSON 

OP  MARYLAND 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 
Mr.  DYSON.  Mr.  Speaker.  I  rise  today  with 
great  regret  to  note  ttie  passing  of  Miss  Etoise 
Pickrell,  a  good  friend  who  devoted  tw  entire 
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life  to  her  country,  her  community,  and  her 
love  of  education  and  knowledge. 

Miss  Pickrell  came  to  Maryland  in  1950 
after  working  in  Allentown,  PA,  as  a  children's 
litM-arian.  She  liecame  the  first  librarian  in  St. 
Mary's  County,  a  position  she  held  for  6  years. 
As  a  pioneer  in  library  administration,  she  was 
naturally  involved  in  the  education  of  our  chil- 
dren. 

She  carried  her  interest  in  education  into 
action.  Miss  Pickrell  served  as  president  of 
the  St.  Mary's  County  Parent-Teacher  Asso- 
ciation, on  the  Maryland  Congress  of  Parent 
Teacher  Associations,  and  the  National  PTA. 
She  also  became  president  of  the  Citizens 
Scholarship  Foundation,  served  on  St.  Mary's 
County  Youth  Commission,  The  Tri-County 
Regional  Education  Advisory  Board  and  the 
Governor's  Committee  on  the  Employment  of 
ttie  Handicapped. 

In  1956  she  joined  the  Patuxent  River  Naval 
Air  Station.  After  over  20  years,  she  retired  as 
the  head  litxarian  for  tt>e  naval  air  station.  In 
addition,  she  was  active  in  the  Society  of  En- 
gineers and  Scientists  on  the  base. 

These  accomplishments  would  be  lauded 
by  any  of  us  as  a  full  and  productive  life.  Yet, 
this  is  just  a  portion  of  her  contributions  to  so- 
ciety. She  sen/ed  as  president  of  the  local  So- 
roptimist  Club  and  the  Toastmistresses  Club 
of  St.  Mary's  County.  Miss  Pickrell  sen/ed  as 
kx:al  president  of  the  Maryland  Association  for 
Mental  Health,  curator  of  the  St.  Mary's 
County  Historical  Society,  blood  bank  chair- 
man for  the  St.  Marys  County  of  the  Ameri- 
can Red  Cross,  vice  president  of  the  State  or- 
ganization of  tt>e  American  Association  of  Uni- 
versity Women  as  well  as  charter  member  and 
past  president  of  the  St.  Mary's  County 
t)ranch.  She  was  active  in  the  Business  and 
Professional  Women's  Club  of  St.  Mary's 
County,  the  American  Associatk>n  of  Retired 
Persons,  The  National  Association  of  Retired 
Federal  Employees,  and  she  was  a  charter 
member  of  the  Social  Workers  of  America. 

In  addition,  she  was  active  in  her  church,  St. 
Andrews  Parish.  She  served  on  the  vestry, 
headed  a  youth  group,  directed  the  choir,  and 
served  as  organist. 

At  age  74  she  succumbed  to  a  long  and  dif- 
ficult illness.  The  citizens  of  St.  Mary's  County 
will  forever  be  indebted  to  Miss  Eloise  Pickrell 
for  her  ernjless  commitment  to  the  quality  of 
life.  Although  stw  had  no  close  relatives  as 
survivors,  she  left  many  who  loved  her  and 
will  miss  her. 


COMMENDING  THE  GLOBAL 
ECONOMIC  ACTION  INSTITUTE 


HON.  BEN  GARRIDO  BLAZ 

OF  GUAM 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday.  September  25,  1986 
Mr.  BLAZ.  Mr.  Speaker,  it  is  with  great  pride 
and  hope  that  I  bring  to  the  attention  of  my 
distinguished  colleagues  in  this  body  an  orga- 
nization, the  Global  EconomicAction  Institute, 
wtK)se  lofty  goals  arid  achievements  will  keep 
it  at  the  forefront  in  fighting  to  assist  in  the 
prosperity  of  the  free  worid,  and  seeking  to  al- 
leviate ttie  human  suffering  and  misery  so 
prevalent  in  the  Third  World  today. 


EXTENSIONS  OF  REMARKS 

I  recently  returned  from  a  most  impressive 
conference  organized  by  the  Global  Economic 
Action  Institute  in  Jakarta,  Indonesia,  on  Sep- 
tember 10-12,  1986.  At  this  historic  gathering, 
members  of  the  five  GEAI  Standing  Commit- 
tees and  the  chairmen  of  their  numerous  divi- 
sions woridwide,  along  with  distinguished  ex- 
perts in  banking,  finance,  and  development 
from  a  myriad  of  social,  ethnic,  and  religious 
backgrounds,  came  together  to  develop  a 
consensus  for  a  global  policy  framework, 
t)ased  upon  the  sound  principles  of  free  enter- 
prise and  individual  initiative  in  which  we  all 
believe,  as  well  as  a  GEAI  action  plan  to  be 
implemented  regionally  in  Africa,  Asia,  Latin 
America,  Europe,  and  North  America.  Sixty- 
four  participants  from  twenty-one  nations  were 
in  attendance.  They  met  for  long  hours  in 
working  groups  and  plenary  sessions  over  an 
intensive,  3-day  conference,  carefully  review- 
ing and  redrafting  the  proposals  developed 
during  neariy  a  year's  preparation.  They 
emerged  with  a  consensus  on  an  extremely 
broad  spectrum  of  objectives  and  strategies.  It 
now  remains  to  further  develop,  region  by 
region,  the  specific  initiatives  to  implement  the 
programs  identified  in  Jakarta.  Through  re- 
gional discussions  and  planning  meetings,  and 
within  each  national  division,  action  plans  will 
be  crystalized,  and  the  Implemention  phase 
can  begin,  nation  by  nation. 

Mr.  Speaker,  not  only  did  I  attend  these 
meetings  and  work  side-by-side  with  commit- 
ted individuals  from  all  walks  of  life,  but  a  spe- 
cial delegation  from  the  conference,  in  which  I 
participated,  visisted  the  nation  of  Singapore. 
This  island  nation  is  a  modern  miracle.  To  its 
south  is  Indonesia,  still  relatively  poor.  To  its 
north,  the  struggling  Philippines.  But  Singa- 
pore sparkles  like  a  diamond,  and  its  bustling 
economic  development  is  the  envy  of  the 
region.  This  economic  miracle  of  Singapore  is 
no  accident;  for  over  21  years  the  government 
and  private  sector  have  worked  creatively  and 
agressively  to  cut  back  on  government  bu- 
reaucracy, and  enhance  at  every  possible 
level  entrepeneurial  initiatives.  The  GEAI  dele- 
gation witnessed  its  marvelous  achievements 
in  the  area  of  public  housing.  Its  streets  and 
sidewalks  are  free  from  any  trash  or  garbage. 
In  meetings  with  top  officials,  we  expressed 
the  desire  of  the  GEAI  to  bring  the  Singapore 
model  to  the  attention  of  interested  leaders  in 
other  regions  of  the  world  searching  for  alter- 
natives to  the  stagnant  statist  economic 
nrodel  still  so  prevalent  throughout  the  Third 
Worid. 

Global  Economic  Action  Institute 
statement  of  purpose 

In  recent  years  much  of  the  world  has  en- 
joyed a  level  of  development  and  prosperity 
unprecedented  in  history.  Increasingly, 
however,  this  development  is  being  threat- 
ened by  severe  strains  and  tensions  within 
the  international  economic  system  upon 
which  we  all  depend.  Too  little  attention 
has  been  given  to  the  protection  and  im- 
provement of  the  system  itself  which  has 
brought  us  this  far. 

Decision  makers  in  governments,  financial 
institutions,  and  in  the  private  sector  must 
be  encouraged  to  pursue  sound  policies 
which  will  contribute  to  economic  growth 
and  development,  to  harmony  between  na- 
tions which  share  a  common  commitment  to 
freedom,  and  to  the  strengthening  of  the 
system  itself.  Furthermore,  the  internation- 
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al  trading  mechanisms,  legal  structures,  and 
financial  institutions  which  help  make  up 
our  global  economic  system  all  must  be  re- 
sponsibly managed,  especially  in  today's  en- 
vironment of  rapid  change.  Emphasis  must 
be  given  to  polices  which  will  enhance  free- 
dom of  the  individual,  freedom  of  the 
market  place,  and  the  promotion  of  econom- 
ic justice  such  that  opportunities  for  owner- 
ship and  active  participation  in  the  econom- 
ic system  can  be  extended  to  all. 

The  Global  Economic  Action  Institute  was 
established  both  to  encourage  the  above  and 
to  confront  the  problems  which  threaten 
the  well-being  of  our  economic  system. 
Through  its  unique,  international  action- 
oriented  framework,  private  individuals  co- 
operate to  promote  responsible  solutions  to 
these  problems.  The  Institute  then  seeks  to 
mobilize  business  and  banking  leaders,  as 
well  as  political  and  economic  experts,  to 
educate  decision  makers  about  the  ramifica- 
tions of  the  various  policy  options  they  face, 
and  to  present  appropriate  new  ones  where 
necessary. 

The  Global  Economic  Action  Institute 
welcomes  the  involvement  of  thoughtful  in- 
terested individuals  throughout  the  world. 

HISTORY  OF  THE  GEAI 

In  1982.  Former  Secretary  of  the  Treasury 
Robert  B.  Anderson  l)ecame  increasingly 
concerned  about  the  lack  of  attention  being 
given  to  the  rapidly  changing  global  eco- 
nomic system  and  raised  his  concerns  with  a 
numl)er  of  close  friends. 

In  disucussions  with  Dr.  Mose  Durst,  with 
whom  he  received  an  award  at  the  United 
Nations.  Secretary  Anderson  finalized  plans 
for  a  fact-finding  tour  to  consult  with  lead- 
ing economic  and  financial  experts.  In  the 
fall  of  1982,  Mr.  Anderson,  Dr.  Durst  and  an 
advisor.  Mr.  Jeremiah  Schnee,  traveled 
throughout  the  Americas,  Europe,  and  Asia 
and  discovered,  somewhat  to  their  dismay, 
that  colleagues  around  the  world  shared 
their  concerns. 

A  conference  seemed  necessary,  global  in 
scope,  involving  knowledgeable  private  indi- 
viduals dedicated  to  the  consideration  of 
major  problems  facing  the  world's  economic 
system. 

On  the  foundation  of  nearly  a  year  of 
thoughtful  preparation,  the  World  Confer- 
ence of  Economic  and  Social  Order  was  con- 
vened on  August  21,  1983  for  six  days  in 
Geneva,  Switzerland.  In  attendance  were  ex- 
perts from  each  of  the  major  financial  cen- 
ters of  the  world.  All  in  all,  more  than  sixty 
economic  experts  from  twenty-four  nations 
sought  solutions  to  pressing  problems  af- 
fecting the  global  business,  trading,  mone- 
tary and  banking  systems,  which  balanced 
national  concerns  with  the  well-being  of  the 
larger  community  of  nations. 

At  the  conclusion  of  the  unique  gathering, 
it  was  the  considered  view  of  the  partici- 
pants that  an  ongoing  organizational  frame- 
work should  be  established  to  identify  and 
promote  responsible  solutions  for  the  prob- 
lems threatening  the  health  of  our  econom- 
ic system.  Thus  the  Global  Economic  Action 
Institute  was  created. 

STRUCTURE  OF  THE  GEAI 

The  Global  Economic  Action  Institute  is 
an  association  of  private  individuals  who 
share  a  common  concern  and  commitment 
to  work  and  act  together  to  contribute  to 
the  stability  and  strength  of  the  free  world's 
economic  system. 

NATIONAL  DIVISIONS 

The  Institute,  whose  members  number 
over  1.000  worldwide,  is  organized  into  20 
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national  divisions,  each  guided  by  a  chair- 
man of  world  level  distinction,  who  has 
gathered  around  him  some  of  the  most 
knowledgeable  people  in  areas  relating  to 
the  business,  trading,  banking  and  monetary 
sectors.  National  divisions  are  financially 
and  operationally  autonomous,  organizing 
themselves  and  their  activities  as  they  deem 
appropriate. 

National  divisions  critique  proposals  gen- 
erated in  the  Standing  Committees  and.  in 
conjunction  with  both  the  committees  and 
interested  membership,  identify  and  pro- 
mote those  proposals  which  seem  to  be  par- 
ticularly timely  and  constructive. 

STANDING  COMMITTEES 

To  lead  in  the  development  of  Institute 
policies,  five  standing  committees  have  been 
formed  and  convened  from  all  regions  of  the 
world.  They  are  The  Trade,  Development 
and  Debt  Committee;  The  Monetary  Affairs 
Committee;  The  Government  and  Security 
Committee;  The  Committee  on  Religion  and 
Society;  and  the  Technical  Committee.  Pro- 
posals for  action,  emerging  from  these  meet- 
ings and  subsequent  studies,  have  been  cir- 
culated to  the  national  divisions  and  to  in- 
terested institute  members  worldwide  for  re- 
sponse. 

HEADQUARTERS  AND  SECRETARIAT 

The  Chairman  and  Board  of  Directors  of 
the  Institute  are  responsible  for  the  policy 
direction  of  Institute  activities,  and  are  sup- 
ported by  an  Executive  Committee  appoint- 
ed regionally  from  among  the  membership 
to  advise  and  assist  in  planning  and  imple- 
mentation, and  staff  in  offices  in  New  York 
and  Washington.  D.C.  To  facilitate  this 
effort,  the  Global  Economic  Action  Insti- 
tute Headquarters  serves  as  a  secretariat, 
communications  hub,  and  the  coordinator 
of  meetings  to  pursue  the  work  at  the  Insti- 
tute. 


EXTENSIONS  OF  REMARKS 

words  apply  equally  to  those  now  visiting  the 
Capital  of  our  Nation.  I  submit  his  tirief  re- 
marks of  that  evening  to  be  placed  in  the 
Congressional  Record  today  to  remind 
each  of  us  of  the  high  esteem  in  which  all  of 
us  hold  those  truly  dedicated  "Sisters  of 
Mercy." 


LADY  VETERANS  IN  TOWN 


Honorable   John   Paul 
TO  THE  P.O.W.  Nurses, 


HON.  GERALD  B.H.  SOLOMON 

or  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  SOLOMON.  Mr.  Speaker,  a  number  of 
very  unique  lady  veterans  have  been  in  town 
this  week  to  receive  special  honor.  They  are 
unique  in  that  each  of  them  was  a  prisoner-of- 
war  during  World  War  II. 

These  ladies  are  representative  of  a  gallant 
group  of  105  Army  and  Navy  nurses.  During 
World  War  II,  they  were  captured  by  our  en- 
emies. They  suffered  the  harshest  kind  of 
treatment  and  deprivation.  Through  it  all.  they 
each  continually  rose  above  themselves  and 
cared  for  and  assisted  the  men  around  them 
who  had  also  been  captured.  Often  they  were 
the  only  source  of  medical  treatment.  Surely 
they  deserve  our  everlasting  tribute. 

Mr.  Speaker,  back  in  April  1983,  32  of  these 
ladies  came  to  Washington,  DC,  to  also  re- 
ceive signal  honor.  One  of  the  events  was 
held  at  a  special  ceremony  at  the  national 
headquarters  of  the  Disabled  American  Veter- 
ans. At  that  time  our  distinguished  colleague, 
John  Paul  Hammerschmidt,  of  Arkansas, 
who  is  the  ranking  member  of  the  minority  on 
the  House  Veterans"  Affairs  Committee,  spoke 
to  them  in  a  very  moving  way.  His  eloquent 
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Hammerschmidt 
April  3,  1983 

Thank  you.  Commander  Galian. 
Good  evening  ladies  and  gentleman  and 
especially  our  honored  guests. 

It  is  a  rare  privilege  for  me  to  be  asked  to 
take  part  in  paying  tribute  to  a  very  select 
group  of  individuals  who  have  served  this 
Nation  far  beyond  the  call  of  duty.  They 
and  the  more  than  90,000  other  former  pris- 
oners of  war  who  are  alive  today  cannot 
really  be  given  enough  recognition  for  the 
hardship  and  suffering  they  once  endured. 
But  we  hope  that  these  special  days,  set 
aside  in  their  honor,  can.  at  least,  serve  as 
reminders  that  a  greateful  nation  has  a  debt 
to  them  that  can  never  actually  be  repaid. 

More  than  142.000  Americans  have  been 
prisoners  of  war  in  this  century;  132.201 
from  World  War  II  alone.  Within  that  very 
distinctive  population  were  81  service 
women— 32  of  which  are  here  today— who 
were  taken  prisoners  following  the  Japa- 
nese invasion  of  the  Philippine  Islands.  I 
want  to  address  myself  specifically  to  those 
32  ladies  who  honor  us  .so  much  by  their 
presence  here  tonight. 

With  little  concern  for  your  own  safety 
and  comfort  during  that  most  difficult  hour 
you  never  lost  sight  of  your  mission  to  care 
for  the  sick  and  injured.  Under  fire  on 
Battan.  and  later  during  the  siege  of  Cor- 
regidor  you  stayed  with  the  troops  and  per- 
formed your  duty. 

That  all  81  of  you  later  survived  the  rigors 
and  deprivation  of  the  Santo  Tomas  Prison 
Camp  for  2'/i  years  and  at  the  same  time 
continued  to  attend  to  the  health  and  wel- 
fare of  others  is  a  tribute  to  the  human  will 
to  persist  when  all  seems  lost.  Truly  you 
were  the  very  essence  of  sisters  of  mercy. 

William  Faulkner,  in  accepting  the  Nobel 
Prize  for  Literature  in  1950,  spoke  of  hu- 
manity's unflagging  struggle  to  exist  in  the 
face  of  adversity.  He  said  man  ".  is  im- 
mortal, not  because  he  alone  among  crea- 
tures has  an  inexhaustible  voice,  but  be- 
cause he  has  a  soul,  a  spirit  capable  of  com- 
passion and  sacrifice  and  endurance. " 

Today  we  are  honoring  that  spirit  you  so 
elegantly  upheld. 

For  each  one  of  you  I  have  had  an  Ameri- 
can Flag  flown  over  the  U.S.  Capitol  as  a 
token  of  appreciation  and  admiration  from 
the  Congress  of  the  United  States.  A  mighty 
emblem  of  strength  under  fire,  it  is  a  fitting 
symbol  for  all  that  you  endured  and  for 
that  precious  faith  that  never  once  wavered 
in  a  terrible  and  perilous  time  and  that  even 
today  defies  description.  That  these  flags 
may  kindle  again  and  again  your  love  of  the 
American  Nation  is  my  earnest  hope. 

All  of  us  are  most  pleased  to  have  been  a 
part  of  this  reunion.  It  has  stirred  our 
hearts  and  our  memories  and  reminded  each 
of  us  of  the  debt  we  owe  to  each  of  you. 
Again,  thank  you  for  all  you  have  done  for 
this  great  country. 
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CRITIQUE  OP  GEPHARDT- 
HARKIN  FARM  BILL 

HON.  DOUG  BEREUTER 

OF  NEBRASKA 
IN  THE  house  of  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  BEREUTER.  Mr.  Speaker,  in  light  of  the  . 
recent  spate  of  news  releases  and  news  con- 
ferences regarding  farm  legislation  introduced 
this  week  I  think  my  colleagues  may  find  it  in- 
formative to  read  the  following  editorial  from 
the  September  24,   1986,   issue  of  the  St. 
Louis  Globe  Democrat: 
From  the  St.  Louis  Globe  Democrat,  Sept. 
24,  1986) 
Gephardts  Farm -Management  Bill 
Rep.    Richard   A.   Gephardts   "Save   the 
Family  Farm  Act"  might  be  more  appropri- 
ately called  the  "Farm  Community  Destruc- 
tion Bill"  or  the  "Farm  Export  Liquidation 
Bill." 

Under  the  bill  introduced  in  the  House 
Tuesday  by  Gephardt  (D-St.  Louis),  farmers 
would  be  allowed  to  decide  as  a  group  if 
they  would  limit  production  as  provided  in 
his  legislation.  Currently,  individual  farmers 
decide  how  much  acreage  they  will  plant 
with  certain  crops,  but  there  is  no  collective 
decision. 

"By  allowing  farmers  to  limit  production, 
rather  than  acreage,  our  program  will  effec- 
tively limit  supply  and  allow  the  govern- 
ment to  reduce  (some  support)  payments  to 
zero,  a  formula  that  has  already  worked  for 
many  agricultural  commodities." 

Gephardt  contends  this  supply  manage- 
ment would  save  the  government  $10  billion 
to  $15  billion  a  year.  He  estimates  the  cost 
of  his  program  would  be  $600  million  a  year 
if  every  eligible  farmer  participated  because 
his  bill  would  provide  federal  money  as  re- 
payable block  loans. 

It  sounds  too  good  to  be  true,  doesn't  it? 
That  is  because  it  is  too  good  to  be  true. 

If  Congress  should  be  so  unwise  as  to 
enact  the  Gephardt-Harkin  bill  (its  spon- 
sored in  the  Senate  by  Sen.  Tom  Harkin,  D- 
lowa)  over  President  Reagan's  certain  veto, 
it  would: 

Require  participating  farmers  to  get  gov- 
ernment permission  to  market  their  domes- 
tic production,  and  put  the  government  into 
the  day-to-day  management  of  farms  to 
make  sure  that  production  targets  were  not 
exceeded.  In  the  Soviet  Union,  they  call  this 
"central  planning." 

Cause  progressively  greater  economic 
hardship  in  rural  farm  communities  as  pro- 
duction of  wheat  and  feed  grain  was  cut 
back.  If  the  cutbacks  reached  the  limit  set 
by  the  bill  (reductions  up  to  35  percent), 
they  would  wipe  out  jobs  by  the  tens  of 
thousands  in  farm  implement  companies,  in 
firms  producing  feritlizer.  seed  and  feed, 
and  in  companies  providing  transportation 
and  processing  ser^ices  for  farm  products. 
In  other  words  it  could  be  a  disaster  for 
these  farm  communities. 

It  would  make  these  crops  noncompetitive 
in  world  markets,  thereby  virtually  destroy- 
ing the  export  market  for  this  controlled 
production.  How  disastrous  this  would  be 
can  be  seen  In  the  fact  that  today  one  out  of 
every  three  acres  of  farm  production  is  sold 
overseas. 

Farmers  desperately  need  to  Increase  ex- 
ports, not  further  decrease  them.  U.S.  farm 
exports  actually  have  fallen  38  percent  since 
1981.  This  has  occurred  to  a  large  degree 
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due  to  government  policies  that  guaranteed 
farmers  higli  prices,  which  in  turn  brought 
overproduction  and  enormous  surpluses. 

Pass  along  these  higher  farm  prices  to 
consumers  in  higher  grocery  bills. 

Require  the  passage  of  protectional  legis- 
lation to  keep  much  lower-priced  foreign 
crops  from  taking  away  the  domestic 
market.  These  protectionist  actions.  In  turn, 
would  violate  many  General  Agreement  on 
Tariffs  and  Trade  (OATT)  provisions  that 
prohibit  protectionist  trade  barriers. 

Clearly,  the  Gephardt-Harkin  bill  is  more- 
of-the-same  government  intervention  that 
has  put  so  many  farmers  on  poverty  row 
and  increased  the  cost  of  U.S.  taxpayer  sub- 
sidies to  farmers  to  more  than  $30  billion  a 
year.  It  has  been  demonstrated  over  and 
over  again  that  Washington  cannot  manage 
production  or  prices  to  the  long-term  bene- 
fit of  farmers. 

The  urgent  need  is  to  find  ways  to  in- 
crease farm  exports  and  move  toward  a 
market  where  supply  and  demand  deter- 
mine production.  As  this  is  being  done,  gov- 
ernment price  supports  will  be  necessary  to 
help  many  farmers  make  the  transition. 
Rather  then  comtemplate  piling  excess 
wheat  on  the  ground  as  storage  space  is  ex- 
hausted this  fall,  the  government  should 
find  ways  to  greatly  increase  shipments  of 
grain  to  nations  where  hunger  is  rampant. 

It  is  estimated  that  the  wheat  surplus  now 
Is  more  than  50  million  tons.  An  estimated  5 
million  to  7  million  tons  of  surplus  wheat  is 
now  being  shipped  overseas  in  the  Pood-for- 
Peace  program.  This  would  be  an  opportune 
time  to  greatly  step  up  these  Pood-for-Peace 
shipments.  It  would  be  callous  to  allow  sur- 
plus wheat  to  lie  on  the  ground  in  moun- 
tainous piles  across  the  nation,  much  of  it  to 
be  made  inedible  from  weather  damage, 
when  it  could  be  used  to  feed  millions  of 
starving  people  in  nations  that  cant  afford 
to  buy  our  grain. 


COMMEMORATING  THE  15TH 
ANNIVERSARY  OF  CORA  SERV- 
ICES 


HON.  ROBERT  A.  BORSKI 

or  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25.  1986 

Mr.  BORSKI.  Mr.  Speaker.  I  wish  to  call  at- 
tention to  the  1 5th  anniversary  of  CORA  Serv- 
ices; counseling  or  referral  assistance  serv- 
ices. CORA  Services,  the  comprehensive  child 
and  family  resource  center  located  at  Susque- 
hanna and  Verree  Roads  in  Fox  Chase,  is 
celebrating  15  years  of  meeting  the  vanous 
needs  of  the  residents  in  Northeast  Philadel- 
phia. Begun  in  1971  as  a  small  counseling 
center  for  teenagers  and  their  families,  CORA 
has  since  grown  into  a  multifaceted  human 
services  system  which  offered  assistance  to 
over  25,000  people  during  the  most  recent 
service  year, 

Anxjng  the  st  'vices  provided  at  the  agerKy 
presently  are;  ;  arent  education  training  ses- 
sions, early  years:  rjrsery,  readiness  and  day 
care,  counseling:  individual,  family  and  group, 
business  youth  cooperative-job  development 
and  placement  program,  assessment  and  con- 
sultation; educational,  psychological,  psychiat- 
ric, adolescent  pregnancy  support  service  and 
prevention  outreach,  vocational  and  career  as- 
sessment   and    counseling,    prevention    and 
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treatment  programs  for  drug  and  alcohol 
abuse,  tutorial  sessions  and  G.E.O.  prepara- 
tion; individual  and  group,  speech  and  lan- 
guage evaluation  and  therapy,  summer  educa- 
tional and  recreational  enrichment  programs 
for  children  and  youth,  truancy  intervention 
program  for  youth  and  families,  remedial  pro- 
grams in  reading  and  math,  and  connection  to 
vanous  services  via  the  resource  and  referral 
unit. 

The  mission  of  CORA  is  to  support  and  en- 
hance the  growth  potential  of  children  and 
youth,  individually,  and  through  the  interaction 
with  the  significant  adults  and  systems  in  their 
environments. 

The  commitment  to  personalism  and  the 
valuing  of  the  uniqueness  of  the  individual  has 
remained  constant  through  a  history  of  accel- 
erated expansion,  and  validates  the  authentic- 
ity of  the  CORA  mission.  The  agency's  under- 
lying motivation  and  service  philosophy  Is 
"Love  in  Action". 

The  agency  is  supported  by  various  sources 
including  Government  contracts,  foundations, 
corporations,  United  Way  Donor  Option, 
United  Way  City  Campaign,  Combined  Federal 
Campaign,  fee  for  service,  and  individual  do- 
nations. The  agency  is  committed  to  the  on- 
going venture  of  trying  to  improve  the  quality 
of  life  for  children  and  families  in  the  area. 

Mr.  Speaker,  as  CORA  celebrates  15  years 
of  outstanding  service  to  the  Northeast  Phila- 
delphia community,  I  want  to  commend  their 
efforts  and  wish  them  much  success  in  future 
years. 


IN  MEMORY  OF  DELBERT 
LANNIER 


HON.  DOUG  BARNARD,  JR. 

OF  GEORGIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  BARNARD.  Mr.  Speaker,  it  is  with  great 
sadness  that  I  share  with  my  colleagues  the 
passing  of  Officer  Delbert  Lannier.  Delbert 
was  an  officer  with  the  Capitol  Hill  Police 
force  for  13  years  and  was  a  friend  to  every- 
one who  came  in  contact  with  him.  More  than 
anyone  I  have  ever  known,  Delbert  embraced 
the  Will  Rogers'  philosophy  "I  never  met  a 
man  I  didn't  like." 

Delbert  was  a  constant  ray  of  sunshine 
though  he  spent  many  hours  in  the  cold,  the 
heat,  the  traffic  and  the  rain  at  his  post  at  1  st 
and  Independence  Avenue.  I  never  saw  him 
without  a  smile  on  his  face,  a  joke  on  his  lips, 
and  friendly  advice  to  anyone  who  asked  for 
it. 

Many  people  will  be  surprised  to  learn  that 
Delbert  suffered  many  setbacks  in  his  person- 
al life  that  would  have  permanently  wiped  the 
smile  off  most  of  our  faces.  Several  years  ago 
he  lost  both  his  wife  and  his  only  child  in  less 
than  a  year's  time.  Delbert  just  remarried  this 
year,  and  our  heartfelt  sympathy  goes  out  to 
his  widow,  Helen.  And,  yet  despite  his  own 
pain,  he  continued  to  maintain  his  joy  of  life 
and  his  contagious  good  humor.  In  fact,  his 
friendliness  and  helpfulness  were  so  widely 
known  and  so  farreaching  that  the  Washing- 
ton Post  even  published  an  article  in  praise  of 
him. 
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I  think  it  would  be  a  mistake,  however,  to 
simply  mourn  his  death  here.  The  greatest 
tribute  we  can  pay  to  Delbert  is  to  learn  from 
his  example  and  to  adopt  his  happy  manner. 
The  only  way  to  keep  someone  alive  is  for 
each  of  us  to  internalize  a  little  bit  of  that 
person  so  that  he  continues  to  live  through  all 
of  us.  If  we  would  all  smile  a  little  more,  put 
our  own  concerns  behind  us  more  often,  and 
care  about  one  another  more  than  ourselves 
then  we  will  be  keeping  Delbert's  spirit  alive 
on  Capitol  Hill,  and  we  will  be  honoring  him  in 
a  way  that  I  know  would  bring  one  of  those 
famous  grins  to  his  face. 


H.R.  5300,  THE  OMNIBUS  BUDGET 
RECONCILIATION  ACT  OF  1986 


HON.  JIM  ROSS  UGHTFOOT 

OF  IOWA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  LIGHTFOOT.  Mr.  Speaker,  the  Federal 
budget  deficit  is  this  Nation's  No.  1  problem, 
yet  you  could  not  tell  this  yesterday  when  the 
House  approved  H.R.  5300,  the  so-called  defi- 
cit reduction  bill.  This  bill  makes  no  attempt  to 
reduce  the  deficit  and  to  provide  long-term 
budget  savings.  Instead,  this  bill  relies  upon 
one-time  loan  asset  sales,  tax  increases,  and 
false  savings  to  meet  the  fiscal  year  1987  tar- 
gets of  the  Gramm-Rudman-Hollings  Balanced 
Budget  Act. 

This  is  a  smoke  and  mirrors  budget  reduc- 
tion bill.  It  claims  to  reduce  the  cMcit  by 
$15.1  billion  for  fiscal  year  1987.  The  savings 
achieved  under  this  bill  rely  upon  $8.4  billion 
from  the  sale  of  Federal  Government  assets, 
$7.9  billion  from  increased  new  fees,  taxes, 
and  receipts;  $1.9  billion  from  additional  cuts; 
and  $680  million  from  early  payment  of  the 
fourth  quarter  general  revenue  sharing  install- 
ment. On  top  of  this,  the  bill  includes  spending 
provisions  totaling  $3.1  billion.  Now,  how  can 
you  call  this  a  deficit  reduction  bill? 

Unfortunately,  many  of  the  bill's  provisions 
fail  to  provide  concrete  budget  savings.  First, 
sale  of  Federal  Government  assets  are  false 
savings.  While  they  provide  the  Federal  Gov- 
ernment with  money  this  year,  in  the  long  run 
they  will  provide  no  budget  savings,  and  in 
fact,  in  many  cases  they  will  cost  the  Govern- 
ment money. 

For  example,  the  bill  claims  savings  of  $850 
million  In  1987  from  selling  the  Small  Business 
Administration  loans,  yet  the  Government 
would  lose  almost  $1.4  billion  from  1988  to 
1996  from  "forgone  revenues."  This  results 
from  the  Government's  Inability  to  collect  the 
pnnciple  and  interest  it  has  counted  on. 

Second.  Congress  can  reduce  the  deficit 
and  meet  the  targets  of  Gramm-Rudman  with- 
out Imposing  hidden  tax  increases,  such  as 
those  contained  in  this  bill.  For  instance,  this 
bill  extends  the  3  percent  telephone  excise 
tax;  accelerates  the  collection  of  excise  taxes 
on  beer,  wine,  and  cigarettes;  and  maintains 
the  Federal  unemployment  tax  at  0.8  percent, 
rather  than  letting  it  drop  as  scheduled  to  0.6 
percent  In  1988. 

Finally,  the  bill  produces  so-called  budget 
savings  by  moving  the  fourth  quarter  1966 
general  revenue  sharing  payment  from  Octo- 
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ber to  September  so  that  the  expenditure  will 
be  included  in  the  fiscal  year  1986  deficit 
rather  than  the  1 987  deficit.  This  tactic  makes 
a  mockery  of  Congress'  efforts  to  reduce  the 
budget  deficit.  It  is  just  a  paper  move  to  make 
the  numbers  look  better  than  they  actually 
are. 

I  am  dismayed  that  the  House  shirked  its 
duty  to  approve  a  true  deficit  reduction  pack- 
age. I  understand  that  pressure  is  great  to 
avoid  sequestration  under  Gramm-Rudman- 
Hollings,  but  under  this  bill,  we  are  just  post- 
poning "D-day."  Sooner  or  later,  Congress  is 
going  to  have  to  come  to  grips  on  Federal 
spending.  And  the  longer  we  wait,  the  tougher 
it  will  be  to  achieve  the  necessary  budget  sav- 
ings. 

It  is  my  hope  that  the  House  will  someday 
soon  accept  its  responsibility  to  solve  the 
budget  deficit  problem.  Budget  cuts  are  tough 
decisions  to  make,  but  the  longer  we  post- 
pone these  decisions,  the  more  difficult  they 
will  be  to  make  and  the  more  they  will  hurt. 
Acting  now  on  deficits  will  make  the  choices 
easier  next  year. 

In  conclusion,  Mr.  Speaker,  I  was  forced  to 
vote  against  this  bill  because  it  failed  to  pro- 
vide true  deficit  savings.  However,  this  bill 
contained  some  provisions  that  I  supported, 
such  as  eliminating  the  3  percent  Social  Secu- 
rity cost-of-living  adjustment  trigger  and  limit- 
ing the  Medicare  Part  A  hospital  deductible  to 
$500.  These  provisions  are  necessary  in  order 
to  help  older  Americans  pay  for  increasing 
health  care,  food,  and  shelter  costs. 
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I  ask  all  of  my  colleagues  to  join  me  in  con- 
gratulating Steve  Morrissey  who  will  assume 
the  presidency  of  NARFE  in  January  1987.  I 
commend  his  and  all  of  our  retired  Federal 
employees  for  their  years  of  service. 


TRIBUTE  TO  STEVE  MORRISSEY 
AND  NARFE 


HON.  PETER  H.  KOSTMAYER 

or  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25.  1986 

Mr.  KOSTMAYER.  Mr  Speaker,  it  is  with 
great  pleasure  that  I  rise  to  congratulate 
Steve  Morrissey,  a  constituent  and  good 
friend  who  was  elected  national  president  of 
the  National  Association  of  Retired  Federal 
Employees  [NARFE]  last  week. 

Mr.  Morrissey,  of  Bensalem,  Bucks  County, 
•  PA,  has  served  this  country  with  distinction  for 
a  great  many  years.  During  World  War  II  he 
was  a  decorated  member  of  the  U.S.  Combat 
Engineers  stationed  in  the  Pacific.  Subse- 
quently, he  acted  as  Chief  Enforcement  Offi- 
cer with  the  Bureau  of  Alcohol,  Tobacco  and 
Firearms  of  the  Department  of  the  Treasury. 

Even  after  retiring,  Steve  Morrissey  contin- 
ued to  work  diligently  for  his  fellow  Americans 
as  a  volunteer  member  of  NARFE.  He  quickly 
made  his  mark  on  that  fine  organization  and 
soon  became  president  of  the  Pennsylvania 
Federation  before  being  elected  national 
president  this  month. 

As  many  of  my  colleagues  know,  NARFE  is 
the  only  association  dedicated  solely  to  the  in- 
terests of  civilian  retirees  of  the  national  Gov- 
ernment. For  the  past  65  years  this  organiza- 
tion has  represented  the  men  and  women 
who  have  devoted  themselves  to  every  aspect 
of  civil  service.  Today,  with  a  memljership  of 
approximately  a  half-million  people,  NARFE 
continues  to  serve  those  who  have  so  faithful- 
ly served  our  country. 


TAX  REFORM  AND  THE 
ECONOMY 


HON.  WALTER  E.  FAUNTROY 

or  THE  DISTRICT  OF  COLUMBIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  FAUNTROY.  Mr.  Speaker,  the  net  ef- 
fects of  the  tax  reform  bill  on  the  economy 
are  indeterminate  according  to  many  of  the 
experts.  I  am  concerned  about  the  net  affects 
of  the  bill  on  the  savings  rate,  particularty  in 
light  of  the  reduction  in  individual  rates  and 
the  treatment  of  IRA's. 

The  concern  with  the  savings  rate  is  par- 
ticularly acute  in  light  of  the  burgeoning 
growth  in  private  and  public  debt  in  recent 
years.  This  debt  represents  a  potential  mort- 
gage on  the  future  and  we  need  to  encourage 
citizens  and  businesses  to  increase  savings. 
We  can  no  longer  afford  to  consume  more 
than  we  produce,  buy  more  than  we  sell,  at 
the  expense  of  this  increased  debt. 

An  additional  concern  centers  around  deficit 
reduction,  particularty  in  light  of  the  tax  cut  en- 
gineered by  the  Reagan  administration  in 
1981.  If  and  when  tax  reform  passes  and  is 
signed  by  the  President,  I  believe  we  must  act 
swiftly  and  judiciously  to  raise  taxes  and  thus 
continue  to  reduce  the  deficit  while  meeting 
the  domestic  needs  of  the  people. 

The  bill  proposes  to  maintain  revenue  neu- 
trality. To  do  so  under  these  circumstances 
appears  to  be  questionable  in  light  of  the 
growing  need  for  housing,  medical  care,  edu- 
cation, income,  and  Social  Security  of  low- 
and  moderate-income  people,  needs  which 
have  in  recent  years  been  neglected  as  the 
United  States  has  instead  pursued  budgets 
based  upon  welfare  for  the  defense  industries 
and  the  wealthy. 

In  spite  of  many  concerns,  I  support  H.R. 
3838,  the  "Tax  Reform  Act  of  1986.'-  At  the 
same  time.  I  request  that  upon  passage,  we 
examine  the  revenue  needs  of  the  economy 
and  work  both  to  restore  and  increase  the  ef- 
fectiveness of  domestic  spending  which  has 
been  so  sharply  reduced  relative  to  human 
needs  over  the  past  5  years. 
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cifically,  I  am  refemng  to  the  retroactive  provi- 
sions in  H.R.  3838  which  repeal  the  3-year 
basis  recovery  rule  on  the  already  taxed  por- 
tion of  a  retirees  pension. 

Under  current  law.  public  servants  may  re- 
cover their  contributions  to  a  mandatory  pen- 
sion plan  for  up  to  3  years  without  being 
taxed.  This  has  been  a  longstanding  policy 
because  employees  paid  taxes  on  this  money 
when  it  was  contributed. 

Repeal  of  the  3-year  recovery  njle  will 
affect  thousands  of  employees  in  my  district 
and  does  so  unfalriy.  These  individuals  based 
their  retirement  plans  on  cun^ent  tax  policy.  To 
change  the  rules  this  late  in  the  game  will 
likely  have  a  deleterious  effect  on  retirees 
who  will  get  hit  an  estimated  $10,000  in  addi- 
tional taxes  the  first  3  years  of  retirement. 
This  provision  is  particularty  onerous  in  that  it 
is  retroactive  until  July  1,  1986. 

I  had  hoped  that  a  clean  motion  to  recom- 
mit this  bill  to  conference  would  Ije  offered 
with  instructions  to  at  least  remove  the  retro- 
active aspects  of  this  change  in  tfie  3-year  re- 
covery rule.  I  would  have  supported  such  a 
motion.  I  do  not  believe  that  this  dramatic 
change  in  policy  should  apply  to  individuals  re- 
tiring before  the  date  of  enactment  of  this  bill. 
Unfortunately,  no  such  "clean"  motion  was  of- 
fered, and  I  was  forced  to  weigh  this  negative 
aspect  of  H.R.  3838  with  all  the  other  pluses 
and  minuses  in  the  bill  and  cast  my  vote  ac- 
cordingly. I  would  have  felt  more  at  ease  sup- 
porting H.R,  3838  had  this  retroactive  provi- 
sion affecting  federal  retirees  not  been  includ- 
ed in  the  final  draft. 


THREE-YEAR  BASIS  RECOVERY 
RULE 


HON.  BILL  LOWERY 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 
Mr.  LOWERY  of  California.  Mr.  Speaker, 
today,  the  House  of  Representatives  passed, 
with  my  support,  a  sweeping  tax  reform  meas- 
ure. As  I  indicated  during  the  course  of  the 
debate  on  the  bill,  I  had  several  reservations 
over  provisions  included  in  this  omnibus  tax 
package.  At  this  time,  I  would  like  to  discuss 
my  opposition  to  a  particular  proposal  affect- 
ing many  Federal  retirees  in  my  district.  Spe- 


A  DIFFICULT  VOTfi 

HON.  TOM  LEWIS 

OF  FLORIDA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  LEWIS  Of  Florida.  Mr.  Speaker,  today  I 
cast  a  very  difficult  vote— in  opposition  to  the 
conference  agreement  on  tax  reform. 

Too  many  changes  in  this  tax  legislation 
were  made  simply  to  achieve  revenue  neutrali- 
ty. Many  present  deductions  which  are  intend- 
ed to  ensure  fairness  to  ordinary  taxpayers  fell 
prey  to  that  goal.  The  people  who  were  to.be 
the  primary  beneficiaries  of  this  legislation 
may  very  well  suffer,  either  directly  or  indirect- 
ly, through  outright  changes  in  law  or  econom-' 
ic  repercussions. 

The  inclusion  of  retroactive  provisions  in  the 
bill  is  unconscionable.  Some  of  the  retroactiv- 
ity is  outright,  in  the  case  of  the  3-year  recov- 
ery rule  and  the  investment  tax  credit  Some 
Is  hidden,  like  the  loss  of  capital  gains  treat- 
ment in  pending  installment  sales.  In  both  In- 
stances, Americans  are  being  penalized  un- 
fairly. 

The  provisions  of  the  bill  are  so  far  reaching 
that  a  positive  impact  is  impossible  to  predict, 
especially  in  an  economy  which  is  juggling 
txjth  budget  and  trade  defrcits.  In  fact,  the  tax 
bill  is  likely  to  reduce  overall  level  of  invest- 
ment, job  creation,  economic  growth,  and 
international  competitiveness.  Any  gain  for 
lower  income  people  will  be  immediately  sacn- 
ficed  in  a  strained  economy. 
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The  sheer  volume  of  changes  will  create 
bavoc  for  corporations  and  individuals.  This 
exercise  in  tax  reform  has  demonstrated  that 
the  wisest  approach  to  tax  reform  is  not  to 
shatter  all  that  is  familiar,  but  to  examine  the 
code  provision-by-provision  and  evaluate 
where  changes  are  desirable. 

For  the  sake  of  the  people  of  America,  I 
hope  that  my  vote  was  wrong.  However,  from 
the  conversations  I  have  had  with  my  constitu- 
ents and  numerous  economists,  I  believe  that 
the  passage  of  this  conference  report  will 
have  serious  negative  repercussions. 


KAREN  GERDES  HONORED  AS 
PEACE  CORPS  VOLUNTEER  OF 
THE  YEAR 


HON.  C.W.  BILL  YOUNG 

OF  rLORIDA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25.  1986 

Mr.  YOUNG  of  Florida.  Mr.  Speaker,  during 
ceremonies  this  month  marking  the  25th  anni- 
versary of  the  Peace  Corps,  Karen  Gerdes  of 
St.  Petersburg,  FL,  will  be  honored  as  one  of 
the  organization's  three  Volunteers  of  the 
Year. 

Karen,  a  1976  graduate  of  St.  Petersburg 
Catholic  High  School,  is  completing  her 
second  year  as  a  Peace  Corps  volunteer  in 
the  Philippines.  She  is  being  recognized  for 
her  mastery  of  the  Philippine  language  and 
culture,  and  for  her  ability  to  utilize  local  re- 
sources to  establish  self-sustaining  programs 
in  a  variety  of  much-needed  areas. 

As  a  volunteer  living  in  an  urban  squatters' 
settlement  in  Orani,  100  kilimeters  outside  of 
Manila,  her  major  responsibility  is  teaching 
basic  health  techniques  to  community  work- 
ers, who  can  in  turn  pass  them  on  to  other 
reskjents  of  the  community  She  has  learned 
to  provide  assistarK:e  in  starting-up  programs, 
such  as  child  day  care  centers,  which  ulti- 
mately are  taken  over  and  njn  by  community 
r>embers.  She  has  also  found  local  sponsors 
to  pay  for  surgery  needed  by  poor  children 
and  established  a  program  to  find  living  ar- 
rangements for  abandoned  children. 

Following  my  remarks  I  am  submitting  a 
story  from  the  September  21,  1986,  St.  Pe- 
tersburg Times  in  which  Karen  more  fully  dis- 
cusses her  experiences  as  a  Peace  Corps  vol- 
unteer and  the  personal  sense  of  satisfaction 
she  has  received  from  her  service. 

Through  her  work,  Karen  shares  with  the 
disadvantaged  people  of  this  Philippine  com- 
munity ttie  caring  and  compassion  that  is  sym- 
bolic of  our  Nation  which  reaches  out  to  help 
other  countries  in  need.  And  her  work  is  rep- 
resentative of  the  outstanding  service  and 
sacrifices  of  the  6,000  current  Peace  Corps 
volunteers,  and  the  120,000  volunteers  who 
have  represented  our  Nation  in  nrore  than  60 
countries  this  past  quarter  century. 
tProm  the  St.  Petersburg  Times,  Sept.  21. 
1986] 

Peace  Corps  Honoring  St.  Petersburg 
(By  Mary  Ann  FTench) 

Washington.— Home  for  Karen  Gerdes  is 
usually  the  comfoitable  Holiday  Park  sec- 
tion of  St.  Petersburg.  But  for  the  last  two 
years,  home  has  tjeen  a  squatters'  camp  on 
the  main  island  of  Luzon,  in  the  Philippines. 


EXTENSIONS  OF  REMARKS 

She  lives  there  with  about  2,600  people  on 
a  narrow  strip  of  land  that  was  filled  in 
alongside  Manila  Bay  the  last  time  the 
channel  was  dredged. 

It's  a  bamboo-hut  and  thatched-roofed  ex- 
istence where  families  are  lucky  to  make  $1 
a  day.  The  men  fish  while  the  woman  sell 
their  catch  at  market.  Except  during  the 
rainy  season,  that  is. 

A  lot  of  people  go  hungry  during  the  rainy 
season,  when  the  seas  are  too  rough  for  the 
fishermen  to  go  out,  Gerdes  said.  To  make 
things  worse,  the  land  floods  at  high  tide, 
spreading  raw  sewage  and  disease. 

As  a  Peace  Corps  volunteer  specializing  in 
primary  health  care  and  education,  Gerdes, 
28,  teaches  families  basic  first  aid  and  sani- 
tation procedures.  She  instructs  core  groups 
in  the  community  how  to  avoid  diarrhea 
and  tuberculosis.  She  befriends  abandoned 
children  and  is  helping  to  build  a  health 
center. 

She  was  chosen  atwve  1.445  others  in  her 
region  to  tie  one  of  three  Volunteers  of  the 
Year  worldwide,  and  is  in  Washington  this 
weekend  for  the  25th  anniversary  celebra- 
tion of  the  Peace  Corps. 

"It's  a  great  honor."  Gerdes  said.  "Being 
in  the  Peace  Corps  is  something  I've  always 
wanted  to  do.  As  a  kid,  it  was  a  romsintic 
fantasy  I  had. " 

Sen.  Hubert  Humphrey  first  introduced 
legislation  in  1957  to  create  a  worldwide 
force  fighting  for  peace.  But  for  many  of 
the  Peace  Corps  veterans  knocking  around 
festivities  on  The  Mall  and  attending  class 
reunions  at  the  embassies  of  their  former 
host  countries  this  weekend,  it  was  presiden- 
tial candidate  John  F.  Kennedy  who  gave 
the  call  to  action  during  an  impromptu 
speech  on  the  1960  campaign  trail.  At  2  a.m. 
in  an  autumn  chill,  he  challenged  10,000 
students  at  the  University  of  Michigan  to 
give  a  few  years  of  their  lives  to  help  the 
poor  in  the  developing  world.  If  elected, 
Kennedy  said,  he  would  recruit  a  Peace 
Corps. 

More  than  120,000  volunteers  have  served 
in  94  countries  in  the  generation  that  has 
passed  since.  Al)out  3.500  ex-volunteers  are 
attending  the  festivities  this  weekend. 
Among  them  is  expected  to  be  Ruth  Whit- 
ney, a  St.  Petersburg  resident  who  shipped 
out  for  Ghana  in  1961  with  the  first  wave  of 
volunteers.  Florida  has  provided  2,188  more 
volunteers  to  the  Peace  Corps  since  then, 
ranking  14th  in  the  pool  of  states. 

Today's  volunteers  teach  subjects  like 
bookkeeping,  build  housing  and  bring 
modern  agricultural  techniques  to  their 
posts  around  the  world.  They  are  waging 
peace,  which  means  "more  than  simply  the 
absence  of  war."  Peace  Corps  director  Loret 
Miller  Ruppe  said.  "Its  the  absence  of  con- 
ditions that  bring  on  war— the  conditions  of 
hunger,  disease,  poverty,  illiteracy,  despair." 

This  afternoon  Karen  Gerdes  will  carry 
the  Peace  Corps  flag  at  the  head  of  a  pro- 
cession from  the  Lincoln  Memorial,  across 
the  Potomac  River  to  Arlington  National 
Cemetery.  There,  at  John  F.  Kennedys  gra- 
vesite,  a  memorial  service  is  to  be  held  for 
the  199  Peace  Corps  volunteers  who  died 
(mostly  from  disease  or  accident)  in  service 
overseas. 

At  a  gala  celebration  of  the  Kennedy 
Center  this  evening,  Caroline  Kennedy  will 
present  Volunteer  of  the  Year  awards  to 
Gerdes;  Donald  Beckley  of  Bellevue,  Iowa, 
who  is  serving  in  Niger;  and  Maria  Mojica  of 
Ponce,  I»uerto  Rico,  who  is  serving  in  Para- 
guay. 

"Inside  of  me  has  always  been  the  need  to 
l>e  in  a  helping  profession, "  Gerdes  said. 
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She  got  some  of  her  instincts  from  her 
mother,  Lisa  Gerdes,  who  volunteers  at  the 
Alpha  House,  a  home  for  unwed  mothers  in 
St.  Petersburg.  Her  interest  in  other  worlds 
was  .sparked  by  her  father,  Charles  Gerdes, 
who  travels  widely  as  an  international  mar- 
keter. 

The  second  of  six  children,  Karen  went  to 
St.  Petersburg  Catholic  High  School  and 
Florida  State  University.  While  in  Tallahas- 
see, she  converted  from  Catholicism  to  the 
Mormon  faith,  which  led  her  to  get  a  mas- 
ter's degree  in  social  work  at  Brigham 
Young  University. 

"It's  a  little  embarrassing  for  me  to  l)€  sin- 
gled out  for  this  honor, "  Gerdes  said.  "In  a 
general  sense,  my  religious  views  have  a  lot 
to  do  with  my  work.  But  I'm  for  not  so 
much  talking  about  what  I  believe  in  as  I 
am  trying  to  live  it. " 

Because  Peace  Corps  volunteers  are  sup- 
posed to  remain  neutral,  another  thing 
Gerdes  is  reluctant  to  talk  about  are  the 
politics  and  events  that  forced  former  Phil- 
ippine president  Ferdinand  Marcos  to  flee 
the  country  in  February  and  relinquish  the 
reins  to  Corazon  Aquino. 

Giving  more  than  a  hint  of  where  her  sen- 
timents lie,  however,  Gerdes  said,  "I  felt 
very  privileged  to  be  in  the  country  and  see 
people  take  control  of  their  destiny  In  such 
a  peaceful  way  ...  I  was  so  proud,  I  almost 
wished  I  were  Filipino." 

Ironically.  Gerdes  came  the  closest  she's 
ever  been  to  Aquino  not  in  the  Philippines, 
but  in  Washington  on  Friday  when  the 
president  said  a  few  words  at  the  opening 
ceremony  of  the  Peace  Corps  celebration. 
Aquino,  who  is  in  the  United  States  seeking 
funds  and  trade  to  offset  her  country's  defi- 
cit, was  whisked  off  to  a  meeting  in  New 
York  with  Wall  Street  bankers  before 
Gerdes  was  able  to  meet  her. 

Gerdes  plans  to  spend  a  week  visiting  her 
family  in  St.  Petersburg  before  returning  to 
Ihe  Philippines  for  the  two  months  left  in 
ner  tour.  When  she  returns  to  the  States,  • 
she  will  look  for  work  in  a  refugee  settle- 
ment or  a  hospital  that  will  bring  in  more 
than  the  $90  a  month  she  makes  in  the 
Peace  Corps.  Having  paid  off  a  larger  debt 
she  felt  she  owed  to  society,  Gerdes  said  it's 
now  time  to  settle  her  student  loans. 


TRIBUTE  TO  MICHAEL  H.  ERNE 


HON.  ROBERT  J.  UGOMARSINO 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  LAGOMARSINO.  Mr.  Speaker,  I  would 
like  to  take  this  opportunity  to  pay  tribute  to 
Michael  Erne  who  has  sen/ed  as  Administrator 
of  Ventura  County  Medical  Center  for  the  past 
13  years.  Michael  is  resigning  effective  Octo- 
ber 1 5,  1 986,  to  assume  the  post  of  chief  ex- 
ecutive officer  of  the  Grossmont  District  Hos- 
pital in  San  Diego. 

Erne  was  graduated  with  honors  from  the 
University  of  California,  Santa  Barbara  in  1 967 
and  2  years  later  earned  his  Master's  degree 
in  Public  Administration  from  San  Diego  State 
University,  graduating  with  highest  honors. 

When  Michael  Erne  took  over  as  adminis- 
trator of  Ventura  County  Medical  Center  in 
1973  he  was  only  27  years  old.  The  health 
care  facility  was  87  years  old  and  known  as 
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County  Hospital.  Both  have  come  a  long  way 
In  the  past  1 3  years. 

Erne  Is  a  proven  and  seasoned  administra- 
tor with  a  solid  record  of  accomplishment  with 
the  Medical  Center  and  recognized  statewide 
as  a  creative  go-getter  in  the  advancement  of 
health  care.  One  of  the  most  visible  products 
of  Erne's  tenure  Is  the  new,  $12  million  Dr. 
David  Falner  Wing  of  the  Medical  Center,  a 
four  story  structure  now  housing  several  care 
departments,  including  VCMC's  Emergency 
Services  Department,  the  most  active  in  the 
county.  Funding  for  this  project  was  secured 
through  State  grant  and  Federal  revenue  shar- 
ing moneys.  Erne  has  also  completed  first 
phase  planning  of  an  additional  $5  million  ren- 
ovation project  with  funding  secured  through  a 
long-term  borrowing  program  with  the  Medical 
Center  assuming  total  responsibility  for  the 
debt  sen/ice. 

This  creative  approach  to  fiscal  responsibil- 
ity has  characterized  Erne's  entire  tenure. 
During  his  administration,  the  Medical  Center 
has  required  the  least  tax  support  of  any 
public  hospital  In  California  with  only  about  2 
percent  of  its  budget  coming  from  county  tax- 
payers. 

To  meet  growing  health  care  needs 
throughout  the  County,  Erne  directed  the  ex- 
pansion of  VCMC's  local  clinics  and  family 
care  programs  such  as  he  developed  and/or 
expanded  an  array  of  specialty  programs  such 
as  emergency-trauma;  rapid  care  for  conven- 
ient treatment  of  minor  medical  emergencies; 
a  high  risk  pregnancy  program  and  VCMC's 
newborn  Intensive  care  nursery,  the  only  facili- 
ty of  Its  kind  between  the  San  Fernando 
Valley  and  San  Jose,  treating  critically  III  new- 
borns and  tiny  premature  infants.  Also  under 
Erne's  stewardship,  the  Medical  Center's 
Family  Practice  Residency  Program  associat- 
ed with  the  UCLA  School  of  Medicine  has 
gained  nationwide  prominence. 

Erne's  first  position  out  of  college  was  as  a 
systems  programmer  for  the  city  of  Sandiego 
and  went  from  there  to  a  post  as  research  an- 
alyst at  the  NASA  Manned  Spacecraft  Center 
in  Houston.  He  subsequently  took  a  3-year  as- 
signment as  a  U.S.  Air  Force  health  care  ad- 
ministrator at  the  USAF  Hospital  In  Zwei- 
brucken,  Germany.  He  began  that  tour  as  a  fi- 
nancial resources  manager  and  spent  his  last 
part  of  the  tour  as  Hospital  administrator.  In 
December  of  1972  Erne  came  to  Ventura 
County  Medical  Center  as  assistant  adminis- 
trator and  10  months  later  became  administra- 
tor. 

Ventura  County  Medical  Center  Is  looking 
forward  to  the  celebration  of  Its  centennial 
next  year  and  is  now  a  state-of-the-art  acute 
care  hospital  and  countywide  network  of 
family  care  centers  and  clinics  offering  an 
array  of  specialized  services  to  citizens  of 
Ventura  County  and  beyond.  Much  of  this 
progress  has  been  due  to  Michael  Erne's  ad- 
ministration. 

Erne  has  been  active  in  many  capacities 
with  professional  associations  throughout  the 
state.  He  has  served  as  president  of  the 
board  of  directors  of  the  California  Association 
of  Public  Hospitals,  served  in  several  offices 
with  the  California  Hospital  Association,  been 
a  member  of  the  board  of  directors  of  the 
hospital  council  of  Southern  California  served 
on  the  public  hospital/private  hospital  task 
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force.  Legislative  Affairs  Committee  and  Chair- 
man of  the  Health  Planning  Committee,  Santa 
Barbara/Ventura  area.  He  has  been  a 
member  of  the  board  of  directors  of  the  Liv- 
ingston Visiting  Nurses  Association,  Ventura 
as  well. 

I  extend  my  best  wishes  to  Michael  H.  Erne 
In  his  move  to  Grossmont  District  Hospital  and 
wish  him  continuing  success  in  his  profession- 
al life.  Additionally,  I  commend  him  for  his  ex- 
emplary service  to  the  Medical  Center  and  to 
the  citizens  of  Ventura  County. 


COGENERATION  FERC 
MODIFICATIONS 


HON.  DAN  MICA 

OF  FLORIDA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 
Mr.  MICA.  Mr.  Speaker,  the  chairman  of  the 
Ways  and  Means  Committee  and  I  engaged  in 
a  colloquy  in  December  regarding  the  effec- 
tive date  of  title  II.  Section  204(a)(2)  makes  an 
exception  for  property  that  Is  part  of  a  project 
that  the  Federal  Energy  Regulatory  Commis- 
sion certified  before  March  1.  1986,  as  a 
"qualifying  facility"  under  the  Public  Utility 
Regulatory  Policies  Act  of  1978  [PURPA].  The 
statement  of  managers  to  the  bill  explains  that 
this  rule  will  not  apply  if  a  FERC  certification  is 
"substantially  amended"  after  March  1,  1986. 
We  discussed  the  distinction  between  sub- 
stantial and  minor  modifications  in  the  context 
of  a  cogeneratlon  project  that  was  originally 
certified  by  FERC  on  April  24,  1985  as  a  facili- 
ty that  would  burn  culm  to  generate  steam 
and  electricity.  I  described  several  amend- 
ments to  that  project's  FERC  order  and  the 
chairman  stated  that  they  seemed  to  fit  into 
the  category  of  minor  modifications.  These  in- 
cluded circumstances  wherein  the  introduction 
of  efficiencies  results  in  a  reduction  of  the 
project  cost  and  an  increase  in  net  electricity 
output  and  wherein  three  separate  facilities 
are  combined  into  a  single  powerhouse. 

Another  cogeneratlon  project,  which  was 
originally  certified  by  FERC  on  June  27,  1985 
as  a  "qualifying  facility"  for  purposes  of 
PURPA,  has  undergone  similar  changes  and 
is  also  in  need  of  a  clarification  as  to  what  are 
"minor  modifications." 

The  project  has  the  same  size  cogeneratlon 
plant.  It  has  the  same  plant  design.  It  has  the 
same  use  of  process  steam— that  is,  en- 
hanced oil  recovery.  It  is  the  same  general  lo- 
cation—in the  same  oilfield— although  the 
exact  site  has  been  moved  approximately  3 
miles.  It  has  the  same  power  sale  agreement 
with  the  same  utility,  which  will  interconnect 
with  the  same  substation.  It  will  use  the  same 
type  and  source  of  fuel. 

There  are,  however,  a  few  differences  with 
the  original  project.  The  new  project  includes 
ownership  of  the  oilfield  by  the  partnership,  in- 
stead of  selling  the  steam  to  an  oil  company. 
The  exact  plant  site  has  been  moved  about  3 
miles,  although  it  Is  in  the  same  field.  There  is 
a  possibility  that  one  of  the  general  partners 
will  be  replaced.  And  somewhat  less  steam 
than  originally  envisioned  will  be  provided  to 
the  oilfield. 
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So  this  is  a  case  wtierein  a  project  that  was 
originally  certified  for  one  site  and  user  on  a 
geological  oilfield  is  subsequently  relocated 
within  the  same  geological  oilfield  to  another 
user  and  the  FERC  certification  Is  amended  to 
reflect  that  change.  Further,  this  case  Involves 
a  certification  for  a  project  that  was  onginally 
obtained  by  a  partnership,  but  one  or  more  of 
the  partners  has  changed  and  the  FERC  certi- 
fication is  amended  to  reflect  the  same. 

The  case  I  have  described  seems  to  me  to 
also  fit  into  the  category  of  minor  modifica- 
tions. These  minor  changes  seem  to  be  the 
type  of  routine  modifications  a  project  often 
must  undergo  as  It  moves  toward  financing 
and  construction.  If  the  projects  had  beconoe 
significantly  more  expensive  or  were  no  longer 
physically  the  projects  onginally  contemplated, 
the  property  would  not  remain  transition  prop- 
erty under  this  section  of  the  bill.  However, 
both  projects  are  essentially  the  same  phys- 
ically, and  both  have,  in  fact,  become  less  ex- 
pensive. I  believe  that  the  amendments  to  the 
FERC  order  that  are  descritsed  above  fit  into 
the  category  of  minor  modifications. 


A  BREATH  OF  FRESH  AIR  AT 
THE  FED 


HON.  BYRON  L.  DORGAN 

OF  NORTH  DAKOTA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  DORGAN  of  North  Dakota.  Mr.  Speaker, 
I  am  introducing  today,  along  with  Mr.  Jack 
Kemp,  a  bill  designed  to  begin  the  reform  of 
the  process  by  which  monetary  policy  is  made 
In  our  country.  The  Federal  Reserve  Disclo- 
sure Act  of  1986  is  needed  today  to  make 
monetary  policy  more  responsive  to  the  inter- 
est of  the  American  people. 

The  Federal  Reserve  Board  develops  this 
country's  monetary  policies.  Decisions  made 
by  the  Fed  have  an  impact  on  every  farm- 
house, business,  and  home  in  America.  Inter- 
est rates  rise  and  fall  with  the  Feds  decisions; 
inflation,  productivity,  and  economic  growth 
are  all  heavily  influenced  by  actions  of  the 
Federal  Reserve  Board. 

While  the  Feds  influence  Is  immense.  Its  re- 
sponsiveness to  the  public  Is  minimal.  The  ar- 
chitects of  our  Government's  fiscal  policy— 
the  administration  and  the  Congress— have  no 
direct  impact  on,  or  even  knowledge  of,  the 
decisions  made  by  the  Fed.  As  a  result,  co- 
ordination of  our  fiscal  and  monetary  policies 
is  rarely  attained. 

The  lawmakers  who  wrote  the  original  Fed- 
eral Reserve  Act  In  1913  labored  to  ensure 
that  the  Fed  would  never  becon'>e  what.  In 
fact,  it  has  become— a  powerful  central  bank 
accountable  to  no  one.  While  the  act  was 
under  consideration,  President  Wilson  empha- 
sized. 

The  control  of  the  system  of  banking  and 
of  (Issuing  money)  must  be  public,  not  pri- 
vate •  *  *  it  must  be  vested  in  the  govern- 
ment itself  so  that  the  banks  may  be  the  in- 
struments, not  the  masters,  of  individual 
initiative  and  enterprise. 

It  Is  time  that  we  followed  President  Wll- 
son"s  advice. 


.1 Hi/?    tno/* 
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The  Federal  Reserve  Disclosure  Act  of 
1986  takes  the  following  steps: 

The  Federal  Reserve  Open  Market  Commit- 
tee would  be  required  to  disclose  changes  in 
the  intermediate  targets  for  monetary  policy 
on  the  date  on  which  the  committee  adopts 
tf>e  change, 

The  Secretary  of  Treasury  would  become  a 
voting  member  of  the  Federal  Open  Market 
Committee. 

The  term  of  ttie  Fed's  Chairman  would  par- 
allel that  of  the  President, 

Fed  Governors  would  have  terms  of  7 
years,  rather  than  14. 

These  are  modest  steps,  but  we  need  to 
take  these  steps  to  put  the  Federal  Reserve 
Board  on  the  road  to  being  a  full  participant  in 
our  economic  program. 


A  TRIBUTE  TO  MRS.  JENNIE 
CHILDRESS  BUCKNER 


HON.  JULIAiN  C.  DIXON 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25.  1986 

Mr.  DIXON.  Mr.  Speaker,  it  is  a  distinct 
pleasure  to  bring  to  the  attention  of  my  col- 
leagues the  accomplishments  of  Mrs.  Jennie 
Childress  Buckner  of  Los  Angeles,  CA  as  she 
celebrates  her  100th  birthday  on  October  16 
of  this  year. 

Mrs.  Buckner  is  a  magna  cum  laude  gradu- 
ate of  Fisk  University,  class  of  1909.  Upon 
graduation,  her  career  and  academic  pursuits 
took  her  across  the  Nation.  She  has  sen/ed 
as  an  English  teacher  in  Nashville,  TN  and 
later  as  supervisor  of  the  home  economrcs 
department  of  the  Nashville  school  system,  a 
position  she  held  for  15  years.  She  later  stud- 
ied sociology  and  statistics  at  Hampton  Uni- 
versity, and  taught  and  worked  at  several  in- 
stitutions of  higher  learning,  including  Fisk  Uni- 
versity, Talladega  College  in  Alabama,  Touga- 
loo  College  in  Mississippi,  and  Lincoln  Univer- 
sity in  Missouri.  She  eventually  moved  to  Los 
Angeles,  CA,  where  she  resides  today. 

Mrs.  Buckner  is  the  widow  of  George 
Walker  Buckner  of  Virginia,  and  the  mother  of 
two  children,  Louise  Buckner  Woodard  of  Los 
Angeles,  and  the  late  George  Buckner,  Jr.  I 
join  her  family  and  friends  in  wishing  her  well 
^n  this  occasion. 


BRADLEY  FIGHTING  VEHICLE 


HON.  Ma  LEVINE 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  LEVINE  of  California.  Mr.  Speaker,  this 
past  Sunday's  New  York  Times  carried  an  arti- 
cle by  John  Cushman  which  described  in 
detail  problems  with  testing  of  the  Bradley 
fighting  vehwle.  Specifically,  the  article  exam- 
ined whether  the  Bradley  was— as  the  Army 
ar>d  FMC — the  Bradley's  prime  contractor- 
have  said — capable  of  crossing  deep  water. 
This  was  to  be  one  of  the  Bradley's  major 
assets,  and  was  a  military  requirement  for  the 
vehicle. 
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That  the  Army  and  FMC's  enthusiasm  for 
the  Bradley  might  have  made  them  less  than 
forthcoming  on  the  Bradley's  swimming  capa- 
bility should  come  as  no  surprise;  the  Army 
still  has  not  conducted  realistic,  live-fire  tests 
on  the  Bradley,  even  though  I,  along  with 
many  of  my  colleagues,  have  long  pressed  for 
such  testing. 

I  call  this  article  to  the  attention  of  my  col- 
leagues and  urge  them  to  read  it  It  demon- 
strates yet  again  that  many  unanswered  ques- 
tions remain  about  the  Bradley,  questions 
which  could  ultimately  cause  unnecessary 
casualties  to  the  troops  who  must  ride  the 
Bradley  in  combat. 

Experts  See  Risk  in  Troop  Carrier 
(By  John  H.  Cushman.  Jr.) 

Washington.  September  20.— The  Army's 
Bradley  troop  carrier  would  risk  sinking  if  it 
tried  to  cross  deep  rivers  and  streams  in 
combat,  according  to  weapon  experts.  The 
flaw,  which  is  suggested  by  newly  uncovered 
documents,  could  halt  infantry  attacks  at 
the  banks  of  rivers  in  Europe,  where  the  ve- 
hicle is  deployed. 

Despite  the  risk  to  infantrymen  riding  in 
the  Bradley,  the  Army  and  its  prime  con- 
tractor have  pressed  ahead  with  the  $12.2 
billion  project. 

Maj.  Gen.  Charles  D.  Bussey.  chief  of 
Army  public  affairs,  said  that  the  Pentagon 
is  naturally  concerned  "  atxjut  any  problem 
with  the  vehicle  but  that  "the  Bradley  has 
proved  itself  in  the  field  and  is  vital  to  the 
Army's  modernization." 

MANUFACTURER  CALLS  IT  SAFE 

While  warning  soldiers  about  the  hazards, 
the  Army  has  continued  to  accept  certifica- 
tions by  the  FMC  Corporation,  which  Man- 
ufactures the  vehicle,  that  the  Bradley  is  ca- 
pable of  crossing  deep  water. 

The  company  has  been  sued  by  a  recently 
dismissed  test  engineer  for  making  those 
certifications.  The  suit  is  focusing  renewed 
attention  on  doubts  by  some  experts  in  the 
military  about  the  Bradley's  capabilities. 

Granting  interviews  on  condition  that 
they  not  be  identified,  the  weapon  experts 
agreed  to  discuss  the  newly  uncovered  inter- 
nal documents  from  the  Army  and  FMC  and 
other  papers  filed  last  week  in  Federal  Dis- 
trict Court  in  San  Jose.  Calif.,  in  connection 
with  the  engineer's  suit.  The  experts  includ- 
ed current  and  retired  military  officers. 
Congressional  staff  members.  Government 
consultants  and  former  Pentagon  officials. 

The  documents  indicate  that  the  Army 
and  the  contractor  adopted  extraordinary 
measures  to  prevent  troops  from  drowning 
during  river  crossings  in  the  22-ton  vehicle, 
which  moves  about  on  tracks  like  a  tank.  In 
training,  the  troops  wear  life  preservers  and 
rescue  boats  are  kept  close  at  hand. 

Patrick  J.  Hfad.  general  counsel  of  FMC, 
said  that  'the  basic  issue"  in  the  California 
lawsuit  "is  whether  we  misled  the  Army, 
and  our  position  is  no.  we  have  not." 

"Like  any  other  piece  of  litigation, "  he 
said,  "we  treat  it  very  seriously,  and  want  to 
dissect  it  completely  t>efore  we  come  up 
with  an  absolute  position  on  it." 

General  Bussey  said  it  was  too  early  to 
form  an  opinion  about  the  merits  of  the 
California  lawsuit. 

'  VIEW  OF  THE  CRITICS 

Critics  say  the  reluctance  by  the  Army 
and  FMC  to  try  realistic  river  crossings 
seem  to  contradict  assertions  l)efore  Con- 
gress that  the  vehicle's  abilities  meet  the 
military's  requirements  and  contribute  to 
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the  Army's  doctrine  of  aggressive,  mobile 
combat. 

On  occasion,  the  Army  acknowledges, 
Bradleys  have  sunk  while  swimming  across 
streams,  a  procedure  that  entails  attaching 
a  rubberized  skirt  around  the  vehicle  to  pre- 
vent water  from  cascading  through  its 
hatches  as  it  paddles  through  water  too 
deep  to  ford. 

One  former  Defense  Department  official 
who  Is  fully  familiar  with  the  Bradley  pro- 
gram ridiculed  the  swimming  capability  of 
the  vehicle.  Asked  how  important  it  is  that 
the  Bradley  be  able  to  swim,  this  expert  as- 
serted: "On  the  defensive,  it  might  not  be 
important.  If  attacking,  if  you  want  to  win. 
if  you're  going  forward,  you've  got  to  have 
it.  If  you're  going  to  the  rear,  it  may  not  be 
important. "  Bridges  to  the  rear  are  more 
likely  to  remain  intact,  he  explained. 

The  concern  about  the  vehicle's  perform- 
ance in  water  is  also  justified  by  the  fact 
that  soldiers  have  died  trying  river  crossings 
in  the  Bradley's  predecessor,  the  M-113. 
which  is  also  made  by  FMC. 

To  this  day.  the  Army  asserts  that  the 
Bradley,  which  carries  as  many  as  nine 
riders  into  combat,  can  pass  its  tests  in 
water,  even  though  it  can  be  risky.  That  will 
be  the  case,  the  Army  says,  even  after  more 
armor  is  added  to  the  vehicle,  a  planned  im- 
provement that  could  add  three  or  four  tons 
to  its  weight. 

But  the  Bradley's  critics  say  that  the  vehi- 
cle performed  poorly  in  the  original  oper- 
ational tests  conducted  by  the  Army  in  1979. 
and  that  the  problems  have  never  been 
fixed. 

The  problems  center  on  the  protective 
rubberized  skirt,  which  can  be  damaged 
during  operations  and  cannot  t)e  erected 
swiftly,  the  critics  say.  They  add  that  the 
Bradley  rides  too  low  in  the  water  for  the 
skirt,  held  in  place  by  poles,  to  perform 
during  turns,  in  choppy  waters  or  strong 
currents,  or  in  certain  other  conditions. 

PRAISE  AND  DOUBTS 

Even  those  who  praised  the  Bradley, 
which  is  armed  with  a  cannon  and  antitank 
missiles,  doubted  its  worth  in  water  deeper 
than  three  and  a  half  feet,  the  depth  at 
which  its  tracks  touch  bottom. 

"The  vehicle  is  a  tremendous  improve- 
ment over  the  M-113."  said  one  well  in- 
formed retired  officer.  "If  you  asked  me  to 
fight  in  a  Bradley  versus  a  113.  100  percent 
of  the  time  I'll  take  the  Bradley.  That  gun 
and  TOW  missile  are  magnificent  and  the 
speed  and  everything  else.  But  I  don't  want 
to  swim  in  it." 

F^C  has  tried  to  meet  the  Army's  re- 
quirement that  the  immense  vehicle  swim 
safely  since  work  on  the  project  began  in 
the  late  1970's.  But  recent  company  docu- 
ments say  that  "swim  risks  could  be  elimi- 
nated and  a  very  significant  cost  saving 
achieved  if  the  Bradley  fighting  vehicle 
swim  requirement  were  deleted." 

Henry  Boisvert,  the  engineer  who  sued 
PMC  last  week,  says  he  thinks  the  Bradley 
will  never  prove  capable  of  safely  swimming. 
In  the  lawsuit,  he  asserted  that  the  compa- 
ny inadequately  tested  the  Bradley,  falsified 
the  results  of  some  tests,  and  withheld  from 
the  Army  information  developed  at  Govern- 
ment expense. 

Mr.  Boisvert,  according  to  his  attorney, 
was  discharged  a  month  ago  when  he  re- 
fused to  sign  a  report  that  had  been  rewrit- 
ten to  expunge  details  of  flaws.  The  compa- 
ny said  the  engineer,  who  tested  the  Brad- 
ley in  water  over  the  past  year,  was  laid  off 
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as  part  of  a  general  reduction  in  employ- 
ment. 

Mr.  Boisvert  sued  the  company  under  a 
little-used  law  that  allows  a  private  individ- 
ual to  collect  damages  from  a  Government 
contractor  by  exposing  its  false  claims.  The 
suit  does  not  specify  the  amount  of  the 
damages  being  sought. 

DECISION  FOR  THE  ARMY 

The  suit,  filed  Sept.  9,  puts  the  Army  in  a 
delicate  position.  The  service  has  been  de- 
fending the  Bradley  against  a  sustained  as- 
sault by  Congressional  critics.  Now  the 
Army  must  decide  whether  it  wants  to  Join 
the  legal  action  against  FMC. 

A  member  of  the  House  Armed  Services 
Committee's  staff  said  the  new  allegations 
of  flaws  in  the  Bradley  will  be  discussed  by 
Congressional  conferees  on  Tuesday  when 
they  meet  to  write  a  compromise  military 
programs  bill  for  1987.  The  House  version  of 
the  bill  envisions  spending  less  for  Bradleys 
than  the  Senate  version,  and  the  House 
seeks  tight  restrictions  and  contractors' 
tests  of  their  own  products. 

Hundreds  of  Bradleys  have  been  pur- 
chased in  the  past  five  years  under  FMCs 
certifications  that  they  met  precise  specifi- 
cations for  entering  and  crossing  streams 
with  water  too  deep  to  ford,  waves  a  foot 
high,  modest  currents,  and  fairly  steep 
banks  sloping  at  a  rate  of  40  to  50  percent. 

After  a  Bradley  vehicle  sank  (luring  a  field 
training  exercise  in  Germany  in  1984.  the 
Army  and  PMC  worked  out  elaborate  ar- 
rangements governing  training  in  river 
crossings  according  to  Army  documents. 

Infantrymen  were  told  to  don  life  jackets 
and  stand  with  their  heads  in  the  vehicle's 
open  hatches.  A  tow  line  was  attached  to 
the  vehicles.  Two  power  boats  with  life- 
guards and  medics  with  resuscitation  gear 
were  to  be  on  hand.  And  before  *>he  oper- 
ation started,  the  vehicle  was  to  be  dipped 
in  the  water  and  all  evident  leaks  were  to  be 
sealed.  In  an  effort  to  keep  the  weight 
down,  fuel  tanks  were  to  be  kepi  half 
empty. 

MORE  SATEGUARDS  SOUGHT 

Even  after  those  safety  measures  were 
suggested,  FMC  was  not  satisfied.  The  com- 
pany recommended  that  the  passengers  ride 
on  top  of  the  Bradley's  hull.  And  engineers 
still  worried  that  a  shift  in  the  vehicle's 
center  of  gravity  could  sink  it. 

A  fully  loaded  Bradley's  skirt  rises  only 
six  inches  above  the  water,  sometimes  less, 
despite  the  requirement  that  it  handle  12- 
inch  waves,  documents  show. 

On  at  least  two  occasions  in  1985,  Brad- 
leys sank  during  training  in  the  United 
States.  But  Army  officials  have  put  the 
blame  on  faulty  operations  rather  than  defi- 
ciencies in  the  vehicle. 

In  telephone  interviews,  however,  Mr. 
Boisvert's  attorney,  Ph'Uip  G.  Svalya,  said 
Mr.  Boisvert  had  found  in  tests  over  the 
past  year  that  under  controlled  conditions 
he  could  not  make  the  Bradley  live  up  to  its 
specifications. 

Mr.  Svalya  described  videotapes  showing  a 
Bradley  entering  the  company's  testing  pool 
at  the  specified  speed  of  5  miles  an  hour. 
The  metal  plate  that  holds  the  rubberized 
skirt  in  place  and  acts  like  a  prow  on  the  ve- 
hicle was  bent  back,  and  water  poured  into 
the  vehicle's  skirt,  nearly  swamping  it,  the 
lawyer  said. 

Company  records  indicated  that  the  test 
may  have  taken  place  at  7  to  8  miles  and 
hour,  but  recommended  that  "changes  be 
made  to  require  water  entry  at  creep  speed 
only." 
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NOT  COMBAT  CONDITIONS 

The  test  was  performed  in  a  far  more 
benign  setting  than  might  be  expected  in 
combat.  The  ramp  leading  into  the  pool  was 
on  an  even  slope,  with  no  sudden  dropoff, 
Euid  was  inclined  less  sharply  than  the  Brad- 
ley's specifications  require.  There  were  no 
waves  or  current  in  the. pool.  The  vehicle 
had  been  painstakingly  prepared  for  the 
tests. 

Mr.  Boisvert's  assigned  task  at  FMC  was 
fairly  simple:  to  test  a  patch  kit  that  could 
repair  wear  and  tear  in  the  Bradley's  swim 
skirt. 

Despite  problems  swimming  the  Bradley. 
Mr.  Boisvert  eventually  completed  his  tests, 
finding  the  patch  inadequate,  his  attorney 
said. 

But  his  report  came  back  heavily  edited. 

"We  may  need  to  remove  the  word  fail- 
ure,"  said  one  notation  by  Mr.  Boisvert's  su- 
periors. "We  could  substitute  delamination." 

FMC  officials  said  this  week  that  the  com- 
pany had  assembled  a  team  to  investigate 
Mr.  Boisvert's  charges. 

The  Army's  leaders  discussed  the  matter 
on  Wednesday,  an  official  said,  and  Gen. 
Maxwell  Thurman,  the  vice  chief  of  staff, 
pledged  to  investigate  it  fully.  The  Justice 
Department,  after  consulting  with  the 
Army,  will  decide  within  60  days  whether 
the  Government  will  join  the  lawsuit. 


CENTENNIAL  ANNIVERSARY  OF 
SACRED  HEART  PARISH 


HON.  SILVIO  0.  CONTE 

OF  MASSACHUSETTS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  CONTE.  Mr.  Speaker,  next  Sunday,  I 
will  be  visiting  Sacred  Heart  Church  in  North- 
ampton. MA.  The  parish  is  celebrating  its 
100th  anniversary,  and  I  rise  today  to  call  my 
colleagues'  attention  to  this  notable  occasion: 
the  centennial  of  Sacred  Heart  parish. 

Mr.  Speaker,  the  parish  was  founded  on 
January  1,  1886,  by  Father  Noel  Rainville. 
Father  Rainville,  ordained  in  1874,  was  the 
curate  of  Our  Lady  of  Perpetual  Help  Church 
in  Holyoke,  MA,  until  he  was  asked  by  Bishop 
O'Reilly  of  Springfield  to  start  a  parish  in 
Northampton.  On  January  1,  1886.  Sacred 
Heart  Parish  was  founded. 

Between  1886  and  1891,  Father  Reinville 
worked  on  raising  funds  for  a  chapel— which 
still  exists  today,  behind  the  church  building— 
and  a  school.  By  1899,  the  school  had  180 
students. 

In  1911,  the  parish  celebrated  its  25th  anni- 
versary, and  Father  Rainville  was  able  to  cele- 
brate it.  After  Father  Rainville  passed  on  in 

1912.  Father  Philias  Trottier  became  pastor  in 

1913.  He  raised  funds  to  build  a  new  school 
and  church;  in  1915,  the  new  church  was  built 
and  is  still  standing  today.  Father  Trottier  died 
in  1927. 

The  third  pastor.  Father  Stanislas  Guillette, 
served  until  1935.  Father  Guillette,  before 
coming  to  Sacred  Heart,  was  credited  with 
founding  the  Shrine  of  Saint  Anne's  in  Fisk- 
dale,  MA.  He  sen/ed  as  pastor  of  Sacred 
Heart  Parish  during  a  very  difficult  period— 
during  the  Great  Depression,  when  times  were 
tough  and  funds  were  short.  Nevertheless,  he 
maintained  the  parish  during  these  temble 
times. 
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The  fourth  pastor  of  Sacred  Heart  was 
Father  Hermengilde  Boutin,  who  served  from 
1935  to  1949.  Father  Boutin  presided  dunng 
the  50th  anniversary  of  the  church  in  1936. 
His  tenure  was  also  marked  by  major  rerrava- 
tions  of  the  church. 

Continuing  the  renovations  and  beautifica- 
tion  of  Sacred  Heart  was  the  fifth  pastor. 
Father  Ray  Leroux,  who  served  from  1949  to 
1955.  Father  Leroux  also  reestablished  the 
League  of  Sacred  Heart.  The  sixth  pastor. 
Father  Henry  Auger,  served  until  1958  and 
continued  the  restoration  efforts  of  the  parish 
by  modernizing  the  rectory.  Father  Auger  was 
said  to  be  very  helpful  vnth  children  and  was 
much  beloved. 

Father  George  Brunelle,  who  served  as 
pastor  from  1958  to  1961,  worked  on  renova- 
tion of  the  parish  school.  And  Father  Adrien  T. 
Remy,  v*rho  served  as  the  eighth  pastor,  was 
responsible  for  beginning  the  steps  toward  im- 
plementation of  the  Vatican  II  guidelines  at 
Sacred  Heart  Parish.  Father  Remy  also 
worked  during  his  5-year  tenure  to  alleviate 
the  parish  debt,  and  worked  to  restore  the 
church's  dome  in  25-carat  gold  leaf  Father 
Remy  will  also  be  in  attendance  at  the  cen- 
tennial celebration 

Father  Anthony  Menard  served  as  pastor 
from  1966  to  1985.  Just  last  week.  Father 
Menard  celebrated  the  50th  anniversary  of  his 
ordination  to  the  priesthood.  Father  Menard 
also  furthered  the  Vatican  II  guidelines  of  the 
parish.  For  the  parish  community,  he  estab- 
lished the  parish  bowling  league.  Father 
Menard  is  the  pastor  emeritus  of  the  church. 

The  most  recent  pastor.  Father  J.  Donald  R. 
LaPointe,  has  served  for  the  past  year.  Father 
LaPointe  has  a  license  In  clinical  social  work 
and  does  tremendous  work  in  the  parish  com- 
munity. It  is  he  who  is  coordinating  this  cen- 
tennial celebration. 

Mr.  Speaker,  I  am  honored  to  have  been 
asked  to  attend  this  celebration.  The  Sacred 
Heart  community  should  be  proud  of  the 
100th  anniversary  of  the  parish,  as  I  am  proud 
to  be  able  to  represent  them  in  the  Congress. 
I  wish  them— and  I  am  sure  that  my  col- 
leagues join  me— the  best  of  luck  at  the  cele- 
bration and  in  the  next  100  years. 


SPACE  PROGRAMS-HOW  WILL 
THEY  BE  PAID  FOR? 


HON.  DONALD  J.  PEASE 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 
Mr.  PEASE.  Mr.  Speaker,  in  this  bill  we 
would  authorize  $410  million  for  research  and 
development  of  a  permanently  manned  s(Jace 
station  while  at  the  same  time  we  would  at- 
tempt to  build  a  replacement  space  shuttle 
out  of  spare  parts  arid  private  sector  contribu- 
tions. Together  these  two  facts  speak  vol- 
umes about  the  continuing  confusion  over  the 
appropriate  role  of  NASA  and  of  the  adminis- 
tration's unwillingness  to  face  up  to  the  costs 
involved  in  space  exploration.  In  short,  the  ad- 
ministration wants  an  ambitious  space  pro- 
gram, but  does  not  want  to  pay  for  it. 

The  administration  wants  to  build  a  fourth 
-space  shuttle  but  wants  to  do  so  in  a  budget 
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smaller  ttian  last  year's  and  to  do  so  without 
impacting  on  other  NASA  programs.  The  com- 
mittee has  admirably  attempted  to  reconcile 
these  irreconcilable  goals,  but  we  are  still  left 
with  the  question  of  the  ultimate  cost. 

The  comm.ttee  Is  also  to  be  commended 
for  its  caution  regarding  the  manned  space 
station.  The  requirement  for  a  report  to  the 
Congress  on  anticipated  costs  and  benefits, 
management  factors,  and  the  impact  on  avail- 
able resources  is  certainly  the  least  we  should 
ask  for.  There  are  still  too  many  unanswered 
questions  about  what  we  will  get  for  the  $20 
billion  or  so  we  are  looking  to  spend  on  this 
project.  Simple  predictions  of  a  trillion  dollar 
economy  are  not  sufficient  justification. 

At  a  time  of  increasing  budget  restraints, 
such  costly  projects  as  the  manned  space 
station  cannot  be  accommodated  without  a 
large  and  adverse  Impact  on  other  NASA  pro- 
grams. Our  space  program  Is  In  seeming  dis- 
array. I  have  every  confidence  that  It  will  re- 
cover and  we  will  again  press  forward  the 
frontiers  of  space.  But  that  will  not  happen  If 
we  blithely  ignore  fiscal  reality  and  budgetary 
limitations.  We  need  the  means  to  match  our 
goals. 

If  tfie  administration  wants  a  replacement 
shuttle,  a  manned  space  station,  a  hypersonic 
aircraft,  and  SDI,  It  simply  Is  going  to  have  to 
explain  to  the  Ckingress  and  the  American 
people  how  It  proposes  to  pay  for  them. 


HONORING  DIONICIO  MORALES, 
PRESIDENT  OF  THE  MEXICAN 
AMERICAN  OPPORTUNITY 

FOUNDATION 


HON.  ESTEBAN  EDWARD  TORRES 

OP  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  TORRES.  Mr.  Speaker,  I  am  pleased  to 
bring  to  the  attention  of  my  colleagues  the 
outstanding  contributions  of  a  community 
leader  Dionlcio  Morales  leads  a  major  effort 
to  secure  equality  of  employment  and  eco- 
nomic opportunity  for  persons  of  Mexican  de- 
scent. 

On  October  10,  1986,  the  Mexican  Ameri- 
can Opportunity  Foundation  will  celebrate  Mr. 
Morales'  25th  anniversary  as  president  and 
chief  executive  officer 

As  founder  and  president  of  the  Mexican 
American  Opportunity  Foundation,  an  East 
Los  Angeles  based  United  Way  organization. 
Morales  has  developed  skill  training  programs; 
child  care  centers;  a  handyman  program  to 
repair  low-Income  homes:  a  senior  aides  pro- 
gram to  furnish  part-time  employment  to 
elders;  a  nutritkDn  program  for  elders;  a  pro- 
fessional recruitment  program  in  computer  sci- 
ence and  management;  an  employment  serv- 
ices program;  arnJ  an  Information  and  referral 
service  to  facilitate  tt>e  appropriate  placement 
of  children  in  public  and  private  child  care 
agencies.  MAOF  has  outreach  offices  In  Ba- 
kersfield,  San  Diego.  Oxnard,  and  Salinas. 

Morales  served  4  years  as  a  State  appren- 
ticeship commissioner,  heading  the  State 
committee  to  Insure  minority  Involvement  In 
building  and  construction  apprenticeships.  He 
has  served  as  advisor  to  the  California  Em- 
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ploynient  Development  Department  and  on 
the  Los  Angeles  County  Manpower  Council 
[LACMAC],  and  has  held  a  seat  on  the  Na- 
tional Advisory  Committee  for  the  U.S.  Depart- 
ment of  Labor. 

Morales  currently  uses  his  expertise  as  a 
board  member  on  the  Century  Freeway  Com- 
mission, and  as  a  board  member  to  the  Na- 
tional Council  of  Senior  Citizens  In  Washing- 
ton, DC.  He  also  continues  to  organize  annual 
Mexico-United  States  conferences  for  cultural 
Interchange  and  dialog  on  Issues  of  bilateral 
concern. 

Born  in  Arizona,  and  raised  In  Moorpark, 
CA.  by  migrant  farmworker  parents.  Morales 
went  on  to  acquire  his  education  at  California 
State  Teacher's  College  at  Santa  Barbara  and 
continued  his  studies  at  the  University  of 
Southern  California.  He  now  lives  In  Pico 
Rivera  with  his  wife  and  the  youngest  of  their 
four  children. 

In  Morales'  earlier  career  his  emphasis  was 
on  creating  employment  opportunities  at  the 
entry  level.  It  Is  both  a  testimony  to  the  ac- 
complishments of  the  Mexican-American  com- 
munity, and  evidence  of  the  work  still  left  to 
do,  that  he  Is  now  able  to  focus  his  efforts  on 
getting  Mexican-Americans  into  policymaking 
positions. 


September  26,  1986 


ADVOCATE  FOR  HANDICAPPED 


TRIBUTE  TO  .NICK  lANNI 


HON.  CARL  D.  PURSELL 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  PURSELL.  Mr.  Speaker.  I  would  like  to 
take  this  opportunity  to  recognize  the  work 
and  career  of  a  gentleman  from  my  district, 
Nick  A.  lanni. 

Mr  lanni  has  announced  his  Intentions  of  re- 
tiring as  superintendent  of  the  Washtenaw  In- 
termediate School  District  In  my  home  State 
of  Mk:higan.  This  marks  the  end  of  neariy  30 
years  of  service  In  public  school  administra- 
tion and  36  years  In  public  school  work. 

During  Mr.  Iannis  tenure,  the  Washtenaw 
Intermediate  School  District  tias  grown  from 
an  operation  of  26  employees  In  1966  to  a 
current  status  of  more  than  1 70  employees.  In 
terms  of  fiscal  responsibility,  he  has  brought 
the  district  from  a  budget  of  less  than 
$500,000  to  more  than  $15  million,  with 
assets  topping  $7  million. 

Along  the  way,  Mr.  lanni  has  earned  the  re- 
spect and  admiration  of  his  employees  and 
colleagues.  In  tnbute  to  his  efforts,  the  school 
district  Is  bestowing  upon  him  the  honor  of  su- 
perintendent emeritus. 

Mr.  Speaker,  as  a  former  teacher  myself,  I 
believe  the  role  of  our  educators  In  this  Nation 
cannot  be  understated.  A  strong  educational 
program  provides  our  citizens  with  the  key  to 
prosperity  and  success. 

Mr.  lannl's  work  In  that  regard  speaks  for 
Itself— he  has  built  and  maintained  a  school 
district  In  a  manner  of  which  he  can  be  proud. 
I  salute  Nick  lanni  and  ask  my  colleagues  to 
join  with  me  In  wishing  him  the  very  best  as 
he  takes  this  Important  step  In  his  life. 


HON.  JAMES  J.  FLORIO 

OF  NEW  JERSEY 
*        IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  FLORIO.  Mr.  Speaker,  I  would  like  to 
bring  to  the  attention  of  my  colleagues  Frank 
Rodio,  Jr.  Frank  Is  a  resident  of  Hammonton, 
NJ.  and  although  I  do  not  have  the  privilege  of 
representing  him  In  the  House  he  serves  as  a 
valued  source  of  Information  on  issues  related 
to  the  handicapped. 

Frank  RodIo  is  himself  handicapped  and 
through  his  experience  In  overcoming  his  dis- 
ability he  has  proven  that  no  obstacle  cannot 
be  overcome.  He  Is  a  successful  example  of 
what  strength  and  perseverance  can  do  when 
coupled  with  a  strong  determination  to  help 
others. 

Frank  has  written  an  article,  "Changes  I 
Have  Seen."  which  has  been  published  In  Dis- 
abled USA  magazine.  I  ask  my  colleagues  to 
read  this  thoughtful  review  of  the  progress 
which  we  have  made  In  this  country  toward 
establishing  full  freedom  for  the  handicapped. 
We  still  have  a  long  way  to  go  with  this  issue. 
Mr.  Speaker,  but  with  people  like  Frank  Rodlo. 
Jr..  I  am  sure  that  we  will  persevere. 

The  article  follows: 

Changes  I  Have  Seen 

Eleven  years  ago  President  Gerald  Ford 
called  for  the  first  ever  national  conference 
on  handicapped  individuals.  I  participated 
in  that  conference,  I  attended  it.  and  before 
and  since  the  conference  I  have  been  active 
in  helping  my  community  become  more  ac- 
cessible to  all  people  with  disabilities.  Prom 
my  viewpoint,  there  has  been  a  lot  of  posi- 
tive change  in  the  last  10  years. 

Back  in  1975  President  Ford's  call  for  a 
national  conference  and  the  promise  of 
White  House  sponsorship  precipitated  a 
loosely  coordinated  national  effort  among 
disabled  people— practically  for  the  first 
time  ever.  Remember  when  this  was:  before 
the  International  Year  of  Disabled  Persons; 
before  the  signing  of  the  Section  504  regula- 
tions, before  the  organization  of  the  Ameri- 
can Coalition  of  Citizens  with  Disabilities. 

Following  Ford's  announcement  on  No- 
vember 22.  1975.  many  people  in  all  50 
states- and  the  territories  put  in  much  hard 
work  to  arrange  state  conferences  that  were 
held  throughout  1976.  As  did  several  other 
states,  my  home  state  of  New  Jersey  held 
regional  conferences  at  barrier-free  facilities 
and  then  convened  a  statewide  meeting.  I 
was  a  delegate  to  the  July  10.  1976  New 
Jersey  Conference  on  Handicapped  individ- 
uals, held  at  Gloucester  County  College  in 
Sewell.  New  Jersey.  At  the  all-day  confer- 
ence the  featured  speaker  was  a  U.S.  Con- 
gressman. James  Joseph  Florio  of  New  Jer- 
sey's First  District.  While  having  congress- 
men speak  at  disability  conferences  is  per- 
haps common  nowadays,  in  1975  it  was  an 
unusual  recognition  of  the  importance  of 
the  disabled  community. 

The  New  Jersey  conferences  occurred 
within  a  few  days  of  the  July  Fourth  Bicen- 
tennial Celebration,  and  many  of  us  felt 
that  the  timing  underscored  the  need  to 
secure  independence  for  America's  thirty 
million  disabled  persons. 

Prior  to  this  time  I  had  workeAictively  to 
help  to  achieve  greater  independence  for 
disabled  people  in  my  community.  In  1974, 
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for  example,  I  became  employed  by  the 
Camden  County  government  (population 
near  half  a  million,  located  next  door  to 
Philadelphia.  Pennsylvania).  By  1977  I  had 
completed  research  for  and  published  "A 
Census  of  Handicapped  Persons  and  Direc- 
tory of  Facilities  for  the  Handicapped"  for 
Camden  County. 

Over  23.000  handicapped  people.  I  found, 
resided  in  the  county's  37  municipalities  and 
rural  areas.  Many  towns  already  had  some 
barrier-free  municipal  buildings  or  were  be- 
ginning to  construct  them.  Such  a  develop- 
ment, to  me,  is  an  essential  element  to  the 
independence  of  handicapped  people.  Some 
of  the  municipalities  were  also  designating 
public  parking  spaces  as  reserved  for  per- 
sons with  disabilities. 

One  recommendation  I  have  for  American 
cities  and  counties  is  for  government  offi- 
cials to  appoint  qualified  handicapped 
people  to  housing  authorities,  transporta- 
tion and  planning  boards,  and  other  respon- 
sible committees  that  advise  and  review  mu- 
nicipal services  and  development  planning. 

The  conference  that  President  Ford  had 
called  for  in  1975  occurred  in  1977  in  Wash- 
ington. D.C.  from  May  23  through  27.  There 
were  many  workshops,  seminars,  and  panel 
presentations  at  the  White  House  Confer- 
ence on  Handicapped  Individuals:  President 
Jimmy  Carter  was  the  featured  speaker— 
and  continues  to  be  the  only  American 
President  to  speak  to  a  mass  gathering  of 
disabled  persons. 

How  large  was  it?  Attending  as  a  delegate 
from  New  Jersey.  I  was  one  of  over  3.000 
people  at  the  conference.  Among  the  par- 
ticipants, a  great  range  of  disabilities  was 
represented;  there  were  mobility  impaired 
people,  deaf  people,  blind  people,  people 
with  visible  disabilities,  and  parents  of  dis- 
abled children  and  of  disabled  adults.  The 
conference  site  was  the  Sheraton  Park 
Hotel,  a  huge  rambing  building  on  a  steep 
hillside.  Within  the  hotel,  access  routes 
were  sometimes  round-about  and  uncertain. 
At  some  moments  during  the  conference, 
there  was  much  confusion,  but  it  was  excit- 
ing and  enlightening. 

LOCAL-LEVEL  INITIATIVES 

After  the  White  House  Conference  on 
Handicapped  Individuals  ended.  I  returned 
to  New  Jersey  and  worked  to  implement  rec- 
ommendations voted  on  by  the  state  and  na- 
tional conferences  in  which  I  had  participat- 
ed. During  the  next  few  years,  too  many  de- 
velopments occurred  for  me  to  try  to  name 
but  a  few  of  the  most  outstanding. 

Access  to  transportation  in  New  Jersey  im- 
proved with  the  advent  of  half-fare  policies 
for  handicapped  bus  riders  and  special  fare 
tickets  being  available  at  most  banks  and 
county  offices  on  aging.  The  Delaware  River 
Port  Authority  also  inaugurated  a  half-fare 
policy  on  its  high-speed  river  crossing. 

The  state  Environmental  Protection  De- 
partment commenced  a  policy  of  discount 
rates  for  handicapped  people  using  state 
parks. 

An  access  guide  to  Camden  County  was 
published.  This  was  a  joint  project  of  the 
county's  Employment  and  Training  Center, 
a  local  newspaper,  and  the  Gannett  Founda- 
tion. 

The  County  created  a  Disabled  Citizen 
Advisory  Board,  on  which  I  served  in  1977, 
1978,  and  1979.  In  1979  the  county  went  a 
step  further  and  opened  an  Office  on  the 
Handicapped.  (Sadly,  this  agency  no  longer 
exists  due  to  federal  budget  cuts.) 

Neighboring  Altantic  County  also  set  up 
an  Office  on  the  Handicapped.  This  agency 
continues  to  operate  today,  as  do  similar  of- 


EXTENSIONS  OF  REMARKS 

fices  in  ten  other  New  Jersey  counties.  (Re- 
garding the  famous  casinos  in  Altantic  City, 
yes,  they  are  accessible  to  handicapped  pa- 
trons, and  they  have  begun  to  hire  workers 
with  disabilities.) 

The  positive  developments  that  occurred 
in  New  Jersey  throughout  the  1970s  indi- 
cate that  our  society  was  willing  to  begin  a 
drastic  change  in  attitudes  toward  people 
with  disabilities.  Implicity,  both  the  govern- 
ment and  the  public  it  represents  began  to 
see  that  handicapped  people  are  capable  of 
taking  care  of  themselves  and  participating 
in  life's  activities.  Furthermore,  It  began  to 
be  appreciated  that  a  responsible  govern- 
ment had  a  duty  to  understand  the  actual 
needs  of  disabled  people  and  to  support 
their  efforts  to  achieve  greater  independ- 
ence. 

The  governmental  initiatives  and  their  im- 
plicit change  in  attitude  at  the  local  and 
state  level  were  matched,  during  the  1970s, 
by  new  initiatives  at  the  federal  level. 
Again,  I  believe  that  what  I  have  seen  shows 
a  drastic  change  in  attitudes  toward  people 
with  disabilities. 

RISING  TIDE  OF  FEDERAL  INVOLVEMENT 

In  1972  two  federal  District  Court  cases 
helped  to  establish  the  right  of  a  handi- 
capped child  to  a  publicly  supported  educa- 
tion suited  to  his  or  her  needs.  By  the  end 
of  the  1970s,  the  number  of  states  with  spe- 
cial education  laws  had  risen  from  10  to  50. 

In  1973  Congress  passed  the  Rehabilita- 
tion Act  (which  as  amended  and  reauthor- 
ized in  1978.  1983.  and— quite  likely— the  fall 
of  1986).  The  legislation  contained  Section 
504.  which  provides  that  an  agency,  institu- 
tion, or  other  entity  receiving  federal  assist- 
ance must  not  discriminate  on  the  basis  of  a 
handicap.  Regulations  for  this  far-reaching 
section  of  the  Act  were  soon  drafted— but 
not  signed  until  three  years  later,  after  the 
disabled  community  mounted  protests 
around  the  country  at  the  delay.  President 
Carter's  Secretary  of  Health  Education  and 
Welfare  (Joseph  Calif ano)  signed  the  basic 
implementing  regulations  the  month  before 
the  White  House  Conference  in  May  1977. 
The  signing  was  a  major  victory  for  the  dis- 
abled population. 

Since  the  White  House  Conference  other 
developments  at  the  federal  level  on  behalf 
of  disabled  persons  included  the  creation  (in 
1978)  of  the  Architectural  and  Transporta- 
tion Barriers  Compliance  Board,  which  is 
concerned  with  accessibility  of  federal  build- 
ings and  transportation  systems  and  build- 
ings benefiting  from  federal  assistance.  Also 
in  1978  came  the  National  Council  on  the 
Handicapped  and  the  National  Institute  on 
Handicapped  Research. 

There  are  many  other  landmarks  in  feder- 
al legislation.  Again,  there  are  too  many  to 
even  begin  to  name  them  in  this  short  arti- 
cle. Still,  whether  it  be  an  education  act,  or 
a  developmental  disabilities  law,  federal  aid 
to  highways,  or  job  training  and  placement 
programs,  a  new  attitude  toward  persons 
with  disabilities  was  evident,  and  the  main- 
streaming  of  disabled  persons  was  supported 
in  many  ways. 

WORLD  GOVERNMENTS  BEGIN  TO  ACT 

This  past  decade  has  witnessed  another 
unique  development  on  behalf  of  handi- 
capped people.  New  attitudes  to  disability 
sjid  concern  for  the  rights  of  disabled 
people  have  become  a  worldwide  interest. 
The  United  Nations  declared  1981  as  The 
Year  of  Disabled  Persons  and  urged  the  gov- 
ernments of  all  nations  to  undertake 
projects  on  behalf  of  their  disabled  citizens. 

For  the  first  time,  national  and  world 
leaders  were  discussing  disability  alongside 
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topics  as  important  as  peace,  disarmament, 
economic  development,  and  world  trade.  For 
the  first  time,  world  leaders  were  becoming 
alert  to  a  simple  fact— the  population  of  dis- 
abled people  is  huge— 500  million  persons— 
and  that,  while  prevention  of  disability  is 
important,  so  too  is  integration  of  people 
with  disabilities  into  national  life.  In  many 
countries  of  the  world,  handicapped  people 
have  had  no  rights,  no  role,  and  no  voice. 
The  United  Nations'  Year  of  Disabled  Per- 
sons was  a  strong  move  in  the  opposite  di- 
rection. As  a  result  of  the  Year,  many  coun- 
tries—where previously  disability  was  only  a 
minor  health  concern— undertook,  and  have 
maintained  since  then,  programs  focused  on 
the  independence  of  disabled  persons. 

The  United  States  is  definitely  more  ad- 
vanced than  many  countries  in  attitudes 
toward  programs  for  citizens  with  disabil- 
ities. We  can  feel  pride,  but  we  shouldn't  be 
smug.  There  continues  to  l>e  a  need  to  fight 
against  losing  what  we  have  gained,  and 
there  is  still  much  that  needs  to  be  accom- 
plished. 

GAINS  TO  PRESERVE  AND  NEW  ONES  TO  WIN 

Only  three  years  ago.  for  example,  great 
energy  was  expended  to  preserve  Section 
504  regulations  from  crippling  changes  pro- 
posed by  the  Reagan  administration.  And 
don't  forget  the  thousands  of  disabled 
people  who  were  suddenly  terminated  from 
disability  benefits  in  the  early  1980s  because 
of  new,  controversial  Social  Security  regula- 
tions for  case  review.  By  1984  the  new  regu- 
lations were  themselves  terminated,  and 
many  former  recipients  of  benefits  have 
been  restored  to  the  program— but  all  of 
them  had  to  endure  a  terrible  period  in 
their  lives,  and  a  few  committed  suicide  out 
of  desperation,  or  maybe  anger.  It  should 
never  be  forgotten,  while  disabled  people 
continue  to  make  gains  in  independence, 
that  for  many  the  hold  on  independence  is 
fragile  and  subject  to  catastrophic  problems 
if  critical  support  programs  are  denied. 

One  area  of  life  as  a  disabled  person  that 
has  as  yet  received  little  attention  by  the 
government  and  the  general  public  is  public 
policy  for  families  with  disabled  members. 
This  was  an  important  topic  at  the  1977 
White  House  Conference  on  Handicapped 
Individuals,  and  we  delegates  made  several 
recommendations  which,  to  my  knowledge, 
have  not  been  taken  up  by  either  local, 
state,  or  federal  government. 

I  should  like  to  close  this  article  with  a 
personal  observation.  In  July  the  Statue  of 
Liberty  was  100  years  old.  and  the  event  re- 
ceived massive  coverage  in  the  media  and 
was  of  interest  to  almost  every  American. 
The  coming  year,  1987.  will  be  the  200th  an- 
niversary of  the  United  States  Constitution, 
and  celebratory  events  are  being  planned 
throughout  the  nation.  We  are  living  at  a 
time  when  great  symbols  of  America's 
unique  interest  in  individual  rights  and  lib- 
erties are  major  topics  in  the  public  eye. 

Thus,  all  of  us  interested  in  disabled 
people  have  a  unique  opportunity  to  ad- 
vance the  fight  for  independence  for  per- 
sons with  disabilities  by  underscoring  a  link- 
age to  concerns  which  are  basic  to  this  na- 
tion's character.  It  is  time  that  not  one  "of 
America's  over  thirty  million  disabled  per- 
sons feels  that  he  or  she  is  a  forgotten  citi- 
zen. When  that  is  finally  achieved,  the  1977 
White  House  Conference  on  Handicapped 
Individuals,  held  a  decade  ago.  will  be  an  im- 
portant part  of  America's  legacy. 
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A  CONGRESSIONAL  SALUTE  TO 
STEVE  BUBALO 


■     HON.  GLENN  M.  ANDERSON 

OP  CAUFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  ANDERSON.  Mr.  Speaker.  I  rise  today 
to  pay  tribute  to  a  civic  leader  in  my  district. 
Steve  Bubalo.  Steve  has  been  named  Cro- 
atian Man  of  the  Year  for  1986  by  the  cultural 
committee  of  the  Man  and  Woman  of  the 
Year  Award.  He  will  be  honored  on  October 
11  at  an  awards  dinner.  Steve's  receipt  of  this 
distinction  gives  me  an  opportunity  to  express 
my  appreciation  for  his  many  contributions  to 
Vt\e  advarKement  of  the  Croatian-American 
community  of  San  Pedro. 

The  Croatian  Man  of  the  Year  Award  is  In 
recognition  of  Steve's  generosity  and  unflag- 
ging commitment  to  the  betterment  of  the 
Croatian-American  community.  His  enthusiasm 
for,  and  constructive  contributions  to,  the  ac- 
tivities of  Croatian  communities  throughout  our 
State  have  supplied  ample  testament  to  the 
considerable  energy,  creativity,  and  selfless- 
ness which  he  brings  to  this  cause.  Unques- 
tionabfy.  Steve  has  been  a  catalyst  for  growth 
and  achievement  in  the  Croatian-American 
community  and  provided  the  impetus  behind 
worthwhile  initiatives  over  many  years  of 
active  engagement  in  Croatian  affairs. 

Steve  arrived  in  America  in  1955.  Over 
many  years,  with  large  investments  of  time 
and  energy,  he  built  the  Steve  Bubalo  Con- 
struction Co.  of  Los  Angeles  into  a  profitable 
enterprise.  In  the  31  years  since  he  arrived  on 
our  shores.  Steve  has  shared  his  success  in 
the  world  with  many  otfiers  in  the  Croatian 
community.  He  has  employed  substantial 
numbers  of  Croatian  immigrants  In  his  con- 
struction firm,  and  has  established  and  spon- 
sored numerous  athletic  clubs  and  other  ac- 
tivities for  young  people.  Clearly.  Steve's 
active  engagement  and  involvement  in  a  host 
of  civlc-mlnded  pursuits  highlight  the  valuable 
contribution  he  has  made  toward  the  en- 
hancement of  the  Croatian  community 

My  wife.  Lee.  joins  me  in  extending  our 
warmest  congratulations  to  Steve  Bubalo  on 
this  special  occasion.  His  persistent  willing- 
ness to  assist  others  in  every  way  possible 
serves  as  an  inspiration  to  us  all.  I  commend 
the  cultural  committee  for  rewarding  the  Cro- 
atian Man  of  the  Year  Award  to  someone  so 
deserving  and  wish  Steve,  his  wife.  Louise, 
and  their  children.  Stephanie  and  Nikola,  all 
the  t>est  in  the  years  to  come. 


A  SALUTE  TO  DR.  THOMAS  E. 
MALONE 

HON.  LOUIS  STOKES 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  STOKES.  Mr.  Speaker,  it  Is  my  privilege 
and  pleasure  to  rise  today  to  pay  tribute  to  Dr. 
Thomas  E.  Malone.  Deputy  Director  of  the  Na- 
tional Institutes  of  Health  since  1 977,  who  last 
month  retired  after  23  years  of  Federal  serv- 
ce  with  NIH.  He  leaves  a  legacy  of  accom- 
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plishments,  achievements,  and  contributions 
to  those  In  the  health  care  field. 

Dr.  Malone  received  his  B.S.  and  M.S.  de- 
grees from  North  Carolina  College  in  Durham, 
NC  and  a  Ph.D.  from  Harvard  University.  He 
joined  NIH  in  1962  as  a  grants  associate  In 
the  Division  of  Research  Grants.  He  was 
trained  In  all  aspects  of  peer  review.  Institute 
functions,  manpower  support,  fiscal  and  pro- 
gram management  of  grants  and  contracts, 
and  the  appropriations  process  at  all  levels  of 
Government. 

As  NIH  Deputy  Director.  Dr.  Malone  provid- 
ed day-to-day  direction  for  the  senior  staff  at 
NIH.  He  reviewed  planning,  budgetary  and 
legislative  documents,  and  selected  priorities 
and  guided  the  allocation  of  resources  at  NIH. 
Dr.  Malone  served  as  acting  NIH  Director  from 
July  1981  to  April  30,  1982.  an  assignment  he 
partjcularty  enjoyed. 

In  Dr.  Malone's  opinion,  the  more  rewarding 
and  Interesting  activities  of  his  career,  besides 
being  NIH  Director,  were  his  participation  in 
International  health  and  chairing  the  Health 
and  Human  Services  Secretary's  task  force  on 
black  and  minority  health. 

Mr.  Speaker,  Dr.  Malone  served  as  a 
member  of  the  U.S.  delegation  to  the  Wortd 
Health  Assembly  seven  times  including  the 
recent  1986  World  Health  Assembly.  He  was 
a  member  of  numerous  Public  Health  Service 
and  U.S.  delegations  to  develop  bilateral 
agreements  In  international  health  with  Cuba, 
Kuwait.  Nigeria.  Japan,  and  with  China,  for  de- 
velopment and  signing  of  the  United  States- 
China  protocol  for  cooperation  in  the  areas  of 
cancer,  cardiovascular  disease,  virology,  im- 
munology, genetics,  public  health,  and  health 
services  research  and  medical  Information. 

Mr.  Speaker,  In  January  1984,  Dr.  Malone 
was  appointed  as  chairman  of  the  Secretary's 
task  force  and  black  and  minority  health  by 
former  Health  and  Human  Services  Secretary, 
Margaret  Heckler.  Under  his  Insightful  direc- 
tion and  leadership,  the  task  force  compiled 
an  eight-volume  report  that  represents  a  land- 
mark effort  in  analyzing  and  synthesizing  what 
Is  currently  known  about  the  factors  contribut- 
ing to  the  health  status  of  blacks,  HIspanlcs, 
Native  Americans,  and  Asian/Pacific  island- 
ers. The  report  summarizes  data  and  Informa- 
tion compiled  on  specific  minority  health  pro- 
grams, makes  recommendations  for  a  coordi- 
nated effort  by  the  Department  of  Health  and 
Human  Services  to  address  the  disparity  in 
health  status  tsetween  the  majority  and  minori- 
ty copulations  studied,  reports  on  the  six  lead- 
ing causes  of  death  for  blacks  and  other  mi- 
norities, and  provides  an  Inventory  of  all  HHS 
program  efforts  in  minority  health  and  other 
non-Federal  organizations. 

This  exhaustive  report  has  provided  a  foun- 
dation from  which  health  care  professionals 
can  Initiate  efforts  to  improve  the  health  care 
status  of  America's  poor  and  minority  popula- 
tions and  has  served  to  inspire  innovative  pro- 
grams and  solutions  to  problems  that  affect  all 
segments  of  our  Nation's  population. 

Mr.  Speaker,  despite  the  long  hours  worked 
by  Dr.  Malone  In  achieving  a  rare  standard  of 
professional  excellence,  he  has  managed  to 
excell  In  his  private  life  as  well.  He  Is  a  holder 
of  a  second  degree  black  belt  In  Judo  (NIdan); 
serves  as  the  Sensel  (chief  Instructor)  for  the 
NIH  Judo  Club,  which  he  plans  to  continue 
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after  his  retirement  and  Is  the  holder  of  a  gold 
belt  In  Karate.  In  addition,  he  Is  a  certified 
FAA  private  pilot  and  Is  currently  studying  for 
Instrument  certification.  He  plans  to  obtain  a 
commercial  license  which  would  qualify  him  to 
be  a  pilot  for  a  small  airline.  Cleariy,  "retire- 
ment"  for  Dr.  Malone  only  represents  moving 
Into  a  new  phase  of  life.  He  has  commented: 
"I've  always  had  the  philosophy  that  when 
one  Is  eligible  to  retire,  one  ought  to  move  on 
to  other  challenges.  You've  got  to  allow 
others  to  bring  new  vigor  to  the  Institution." 

Dr.  Malone  has  received  numerous  awards 
and  honors  including;  The  Department  of 
Health.  Education  and  Welfare  [DHEW]  Supe- 
rior Service  Award;  the  DHEW  Distinguished 
Service  Award;  the  Scroll  of  Merit  Award  from 
the  National  Medical  Association;  the  Gold 
Medallion  Award  from  the  Carver  Research 
Foundation  of  Tuskegee  Institute;  the  Senior 
Executive  Service  [SES]  Presidential  Merit 
Award  and  the  SES  Presidential  Distinguished 
Service  Award. 

Mr.  Speaker.  Dr.  Malone  takes  great  pride 
In  his  work  and  in  the  Institution  to  which  he 
provided  dedicated  service.  He  says.  "NIH  Is, 
in  my  judgment,  one  of  the  great  institutions  of 
our  time  and  perhaps  of  all  time.  It  has  an  un- 
usual assemblage  of  oeople  who  work  for  the 
noble  purpose  of  removing  human  disease 
from  this  world.  H's  been  a  privilege  to  work 
here  and  to  have  seen  In  my  time  the  spec- 
tacular movement  of  science  over  several 
decades.  The  benefits  to  mankind  have  al- 
ready been  phenomenal,  but  I  believe  what's 
to  come  is  undreamed  of  today." 

On  Thursday,  October  1,  the  Black  Con- 
gress on  Health,  Law  Economics  will  present, 
"An  Evening  Dedicated  to  the  Improvement  of 
MInonty  Health."  Dr.  Malone  will  be  the  spe- 
cial honoree  for  the  occasion. 

Mr.  Speaker,  although  Dr.  Malone  may  be 
retiring  from  NIH,  he  has  not  retired  from  life 
nor  any  of  the  challenges  of  his  personal  en- 
deavors. I  am  confident  that  he  will  continue 
to  contribute  both  to  the  effort  to  Improve 
health  care  for  the  previously  Ignored  seg- 
ments of  our  society  and  will  serve  as  an  in- 
spiration to  all  who  aspire  to  do  the  same.  He 
truly  deserves  the  t)est  life  has  to  offer  and  I 
ask  my  colleagues  to  join  me  in  offering  con- 
gratulations to  a  fine  American  and  wish  him 
the  best  of  luck  in  the  future. 


LUZERNE  COUNTY 
BICENTENNIAL 


HON.  PAUL  E.  KANJORSKI 

or  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  KANJORSKI.  Mr.  Speaker,  I  am  always 
eager  to  share  good  news  at)Out  the  corner  of 
northeastern  Pennsylvania  which  makes  up 
my  congressional  district,  and  today  I  have  an 
especially  celebratory  message  to  share  with 
my  colleagues.  This  year  Luzerne  County 
Commemorates  200  years  of  existence  as  a 
separate  county  of  Pennsylvania,  and  I  am 
proud  and  pleased  to  join  In  celebrating  the 
occasion. 

A  land  of  mountains  and  valleys,  clear 
streams  and  rolling  hills,  the  area  which  Is 
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now  Luzerne  County  was  once  home  to  many 
small  bands  of  Indians;  the  Shawanese,  Nanti- 
cokes,  Mohicans,  and  Lenni-Lenapes  all  lived 
peacefully  in  the  beautiful  countryside.  The 
first  European  to  see  this  magnificent  land 
was  Stephen  Bruehle  who  descended  the 
Susquehanna  River  in  1616.  By  1742,  Moravi- 
an missionaries  came  to  the  area  and  spoke 
with  the  Indian  tnbes. 

Drawn  by  the  fertile  land  and  the  promise  of 
a  lucrative  fur  trade,  a  large  army  of  Connecti- 
cut men  anived  in  the  Wyoming  Valley  in 
1762  and  began  a  settlement  called  Mill 
Creek,  where  the  city  of  Wilkes-Barre  now 
stands.  Indians  destroyed  the  settlement  a 
year  later,  and  the  few  remaining  survivors 
abandoned  the  area  and  returned  to  Connecti- 
cut. A  fresh  group  of  Connecticut  Yankees 
known  as  the  "First  Forty"  amved  in  the  be- 
ginning of  1 769  to  find  that  a  group  of  the  ad- 
vocates of  William  Penn,  the  Pennamites,  had 
preceded  them  by  3  weeks.  From  the  conflict 
over  ownership  of  the  land  arose  a  series  of 
Yankee-Pennamite  wars.  From  1771  to  the 
Revolution  the  Wyoming  Valley  was  relatively 
tranquil,  and  families  beqan  to  settle  in  the 
area.  The  town  of  Forty  Fort  was  established, 
a  grist  mill  was  erected  on  the  east  side  be- 
tween Wilkes-Barre  and  Pittston,  and  a  saw 
mill  was  built  near  Mill  Creek.  Lumt>er  was  the 
Wyoming  Valley's  first  industry,  later  over- 
shadowed by  the  mining  of  anthracite  coal. 

On  September  25,  1786,  the  Pennsylvania 
Assembly  passed  a  bill  incorporating  the  Wyo- 
ming district  into  a  separate  county,  named  in 
honor  of  Caesar  de  la  Luzerne,  who  served  as 
the  minister  to  the  United  States  from  France. 
Wilkes-Barre  was  designated  as  the  county 
seat.  The  original  county  land  mass  was  3,700 
square  miles  and  was  later  subdivided  into 
Bradford,  Wyoming,  Susquehanna,  and  Lacka- 
wanna Counties. 

Mr.  Speaker,  Luzerne  County,  PA,  is  beauti- 
ful and  rich  in  history.  I  am  proud  to  share  this 
very  special  anniversary  with  my  colleagues  in 
the  House  of  Representatives. 


THE  70TH  ANNIVERSARY  OF 
TROOP  1.  BOY  SCOUTS  OF 
AMERICA 


HON.  ROBERT  T.  MATSUI 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  MATSUI.  Mr.  Speaker,  I  rise  today  to 
call  attention  to  the  70th  anniversary  of  troop 
1,  of  the  Boy  Scouts  of  America.  Troop  1  is 
the  third  oldest  Boy  Scout  troop  and  they  are 
commemorating  this  milestone  on  September 
7,  1986. 

Troop  1  has  provided  many  young  men  with 
an  opportunity  to  grow  morally,  physically,  and 
mentally.  The  dedication  and  commitment  of 
young  men  to  troop  1  is  illustrated  by  their 
roster  of  neariy  250  Eagle  Scouts,  the  highest 
rank  in  scouting.  I  cannot  think  of  a  more  im- 
pressive testament  of  the  high  quality  of  per- 
formance for  a  Boy  Scout  troop. 

A  tribute  must  be  paid  not  only  to  the  dedi- 
cated young  men  involved  in  scouting,  but 
also  to  the  unselfish  parents  and  community 
members  who  have  donated  their  time  and 
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energy  to  ensure  troop  1  continues  as  a  qual- 
ity program.  It  is  the  dedication  of  these  volun- 
teers who  make  the  scouting  program  work  in 
this  community  and  every  community  across 
the  Nation. 

Mr.  Speaker,  on  behalf  of  the  people  of 
Sacramento,  I  would  like  to  congratulate  troop 
1  for  its  70  years  of  outstanding  work  and 
offer  them  best  wishes  in  their  future  years. 


NATIONAL  ASSOCIATION  OF 
NEGRO  BUSINESS  AND  PRO- 
FESSIONAL WOMEN'S  CLUBS- 
3 1ST  ANNUAL  FOUNDERS'  DAY 
BRUNCH 


HON.  PETER  W.  RODINO,  JR. 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26.  1986 

Mr.  RODINO.  Mr.  Speaker,  next  month  I  will 
have  the  great  privilege  to  be  the  dais  guest 
at  the  31st  Annual  Founders'  Day  Brunch, 
sponsored  by  the  National  Association  of 
Negro  Business  and  Professional  Women's 
Clubs,  north  Jersey  unit.  The  brunch  will  be 
held  at  the  Meadowlands  Hilton  In  Secaucus, 
NJ. 

The  recipients  of  the  31st  Annual  Founders' 
Day  Awards  are: 

Sojourner  Truth  Award;  Clara  E.  Dasher. 

1986  Man  of  the  Year  Award;  Charies  Knox. 

1986  Professional  Woman  of  the  Year;  De- 
lores  Tyson. 

1 986  Businesswoman  of  the  Year;  Rebecca 
D.  Andrade. 

Community  Service  Awards;  Maria  Epps  and 
Eunice  Flanders. 

Special  Achievement  in  Fine  Arts;  Don 
Miller. 

Special  Tribute— Charter  Member  Apprecia- 
tion Award  1940-86;  Grace  Malone  Eubanks, 
Garnett  Henderson,  and  Le  Etta  Brown 
LaBega. 

Scholarship  Awardees;  Boyyinah  Curi,  Val- 
erie Steele,  Maria  Rice. 

Book  Scholarships;  Christy  Campbell,  Kelly 
Duhart,  Natalynn  Dunson,  Debbie  Edwards, 
Kimt)erly  Jenkins,  Yolanda  Traylor. 

31st  Annual  Founders'  Day  Brunch  Commit- 
tee; Chairperson.  Goldie  T.  Burbage;  Cochair- 
person,  Ada  Banks;  Chairperson,  Awards 
Committee,  Beveriy  L.  Ballard;  Chairperson, 
Ticket  Committee,  Bessie  H.  White;  Chairper- 
son, Souvenir  Journal,  Diane  L.  Lanier;  Chair- 
person, Hostess  Committee,  Cheryl  M.  Hawk; 
Chairperson,  Reception  Committee,  Callie  M. 
Eason;  Chairperson,  Flower  Committee,  Sarah 
A.  Cody. 

Mr.  Speaker,  the  National  Association  of 
Negro  Business  and  Professional  Women's 
Clubs  was  founded  in  1940.  Its  network  in- 
cludes many  chapters  throughout  the  Nation 
and  a  sister  organization  in  Gambia.  For  over 
40  years  the  NANBPWC  has  provided  vital 
services  and  assistance  to  students,  immi- 
grants and  the  elderiy  in  our  community.  Mem- 
bers of  the  north  Jersey  unit  have  worked 
hard  to  provide  funds  for  Essex  County  Col- 
lege, scholarships  for  high  school  students, 
health  fairs  for  neighborhood  residents,  activi- 
ties for  senior  citizens,  and  food  and  clothing 
for  Haitian  immigrants. 
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Mr.  Speaker,  the  NANBPWC  has  played  a 
vital  role  in  New  Jersey.  NANBPWC  memt)ers 
are  there,  in  many  different  capacities,  letting 
the  people  who  live  in  New  Jersey  know  that 
they  care  about  opportunities  for  students, 
they  care  about  senior  citizens,  they  care 
about  sick  and  handicapped  children,  they 
care  atjout  immigrants  stnving  for  a  sense  of 
belonging  in  a  new,  strange  land. 

Mr.  Speaker.  I  applaud  the  many  great  con- 
tributions the  members  of  the  New  Jersey  Na- 
tional Association  of  Negro  Business  and  Pro- 
fessional Women's  Clubs  make  to  our  com- 
munity year  after  year.  Thanks  to  their  com- 
mitment and  hard  work,  the  worid  is  a  brighter 
place.  I  am  indeed  honored  to  join  them  in 
celebrating  the  31st  Annual  Founders'  Day. 


A  CONGRESSIONAL  SALUTE  TO 
THE  CITY  OF  DOWNEY  ON  ITS 
30TH  ANNIVERSARY 


HON.  GLENN  M.  ANDERSON 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26.  1986 

Mr.  ANDERSON.  Mr.  Speaker,  it  truly  is  an 
honor  for  me  to  rise  today  and  pay  tribute  to 
the  city  of  Downey,  CA,  which  marks  its  30th 
anniversary  of  incorporation  this  year. 

To  commemorate  this  special  occasion,  the 
Downey  City  Council  has  scheduled  a  commu- 
nity celebration  during  Civic  Center  Open 
House  Day  on  Octot)er  1 8. 

Nest'ed  between  the  San  Gabnel  Mountains 
and  the  Pacific  Ocean.  Downey  was  named 
for  John  Gately  Downey,  who  governed  the 
State  of  California  during  the  Civil  War. 

Many  years  ago,  Downey  was  primarily 
farmland  and  home  to  only  a  handful  of  resi- 
dents. Today,  it  is  primarily  a  reskJential  com- 
munity and  known  for  its  many  aerospace-re- 
lated industries.  In  fact,  it  is  affectionately  re- 
ferred to  as  the  "Home  of  Apollo." 

With  a  council-manager  government. 
Downey  is  considered  one  of  Los  Angeles 
County's  most  progressive  cities.  And.  I'm 
confident  its  85.000  residents  will  agree  that 
the  city  of  Downey  is  a  great  place  to  live  and 
work. 

Mr.  Speaker,  I  know  you  join  me  in  con- 
gratulating Downey  Mayor  James  S.  Santan- 
gelo.  Mayor  Pro  Tem  Diane  P.  Boggs,  Council- 
man Randall  R.  Barb,  Councilman  Robert  G. 
Cormack,  and  Councilman  Roy  L.  Paul  on  this 
important  occasion. 

I  am  confident  that  the  city  of  Downey  will 
continue  to  be  one  of  California's  fir»est  com- 
munities for  many  years  to  con>e. 


A  RESPONSE  TO  PRIME 
MINISTER  NAKASONE  OF  JAPAN 


HON.  LOUIS  STOKES 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday.  September  26,  1986 

Mr.     STOKES.     Mr.     Speaker,     this     past 

Monday  Prime  Minister  Yasuhiro  Nakasone  of 

Japan,  in  a  speech  before  his  ruling  Literal 

Democratic  Party,  remarked  that  the  United 
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States  has  fallen  behind  Japan  In  education 
and  intelligence  and  suggested  that  the 
reason  for  America's  decline  in  these  areas 
was  this  Nation's  large  population  of  blacks. 
Puerto  Ricans,  and  Mexicans. 

I  was  outraged  upon  learning  of  the  Prime 
Minister's  statements  and  t>elieve  that  his 
words  are  not  only  an  insult  to  minorities,  but 
to  all  Americans.  His  remarks  cleariy  demon- 
strate a  total  misunderstanding  of  American 
history  and  show  a  disregard  for  the  numer- 
ous contributions  minorities  have  made  to  vir- 
tually every  aspect  of  society,  both  in  the 
United  States  and  throughout  the  world.  In 
fact,  I  am  sure  that  with  a  little  investigation, 
ttie  Prime  Minister  would  find  that  many  tech- 
nological and  marketing  techniques  utilized 
today  by  the  Japanese  were  developed  by  mi- 
nority Americans. 

Mr.  Speaker,  Prime  Minister  Nakasone.  as  a 
product  of  a  largely  homogeneous  nation,  has 
demonstrated  his  lack  of  understanding  of  the 
value  of  our  multiracial  and  ethnic  society. 
While  I  understand  his  desire  to  tout  the  ac- 
complishments of  his  country,  I  am  offended 
that  he  chose  to  explain  the  alleged  short- 
comings cf  the  United  States  in  terms  that  are 
insensitive,  racist  and  untrue. 

Prime  Minister  Nakasor>e  owes  the  people 
of  tlie  United  States  an  apology  for  his  re- 
marks and  perhaps  is  in  need  of  a  history 
lesson  so  tfiat  the  next  time  he  decides  to 
comment  on  American  society,  he  will  be  cor- 
rect in  his  assumptions. 
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Mr.  Speaker,  on  behalf  of  the  State  of  Cali- 
fornia and  my  colleagues  in  the  U.S.  Con- 
gress, I  extend  my  heartfelt  gratitude  and  t}est 
wishes  to  Miss  Mary  T.  Morita  for  a  job  well 
done  and  wish  her  every  happiness  in  her  re- 
tirement. 


September  26,  1986 


CONGRESSIONAL  SALUTE  TO 
MARY  T.  MORITA 


HON.  ROBERT  T.  MATSUI 

OP  CALirORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  MATSUI.  Mr.  Speaker,  it  is  with  great 
pleasure  that  I  pay  tribute  to  Miss  Mary  T. 
Morita.  an  outstanding  American  who  strug- 
gled against  adversity  in  her  youth,  worked  39 
dedicated  years  for  the  State  of  California, 
arKJ  is  now  retiring. 

Mary  T.  Morita  is  a  truly  remarkable  woman. 
She  was  raised  in  the  Sacramento  area,  at- 
tended local  schools  and  participated  actively 
in  tier  community.  She  had  every  intention  of 
partk:ipating  in  tfie  American  dream  However, 
the  relocation  of  Japanese-Americans  to  des- 
olate camps  during  Worid  War  II  darkened  the 
hopes  that  Mary,  her  family,  and  many  Japa- 
nese Americans  held.  She  was  evacuated  to 
Tule  Lake.  CA,  in  June  1942  and  spent  nearly 
22  months  t}ehind  bart)ed  wire  and  fences. 
However.  Mary  never  gave  up  her  dignity. 
After  the  war,  she  returned  to  Sacramento. 
CA,  with  her  family. 

Mary  T.  Merita's  courage  in  the  face  of  ad- 
versity showed  that  she  is  an  American  with 
dignity  and  honor.  She  served  nearly  four  dec- 
ades with  the  California  State  Department  of 
Rehabilitation.  In  addition  to  her  service  of  dis- 
tirKtion  under  seven  directors  and  six  Gover- 
rvjrs,  she  continually  set  the  highest  standards 
of  performance  for  State  career  secretaries. 

Mary  is  going  to  retire,  but  she  will  continue 
to  leave  her  imprint  on  American  society.  Mary 
is  a  good  person  and  represents  what  Amer- 
ica is  all  about. 


THE  IMPORTANCE  OF  MAIN- 
TAINING A  STRONG  U.S.  COM- 
MITMENT TO  THE  INTERNA- 
TIONAL FUND  FOR  AGRICUL- 
TURAL DEVELOPMENT 


HON.  DON  BONKER 

OF  WASHINGTON 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  BONKER.  Mr.  Speaker,  the  International 
Fund  for  Agricultural  Development  [IFAD], 
while  one  of  several  multilateral  development 
institutions,  is  unique  in  its  emphasis  on  sub- 
sistence food  production  among  traditional 
small  farmers.  This  microeconomic  approach 
is  highly  successful  and  often  overlooked  in 
the  larger  foreign  assistance  debate.  As  part 
of  the  1984  foreign  assistance  authorization. 
Congress  approved  continued  U.S.  participa- 
tion in  IFAD  and  included  support  for  a  special 
account  for  sub-Saharan  Africa.  In  February  of 
this  year,  the  IFAD  member  nations  agreed 
upon  the  replenishment  amounts:  The  United 
States  will  provide  some  $30  million  to  the 
fund  in  each  of  the  next  3  years.  An  additional 
$10  million  has  been  set  aside  for  the  special 
African  account  by  the  House  Appropriations 
Committee 

I  urge  my  colleagues  to  take  a  close  look  at 
the  impressive  achievements  the  Fund  has 
made  over  the  last  decade  and  to  consider  its 
commendable  record  when  voting  on  the  for- 
eign assistance  appropriations  conference 
report  in  the  coming  weeks.  I  would  also  like 
to  call  the  attention  of  the  House  to  an  article, 
written  by  a  constituent  of  mine,  on  IFAD.  The 
author,  Kristin  Blalack,  is  a  member  of  the 
Olympia,  WA.  chapter  of  RESULTS,  which  has 
|}een  highly  successful  in  keeping  issues  of 
development  and  food  policy  in  the  public 
eye. 
The  article  follows: 

[Prom  the  Olympian.  Aug.  17.  1986] 
Agricultural  Development  Does  More 
Than  Ease  Hunger 
(By  Kristin  Blalack) 
The  horror  of  famine  in  Africa  has  reced- 
ed over  the  past  year.  The  crisis  of  such  im- 
mense need  sparked  unprecedented  giving 
of  food  and  assistance  from  individuals  and 
governments  around  the  world.  Prom  Sep- 
tember 1984  to  September  1985.  the  United 
States  alone  contributed  more  than  $1  bil- 
lion in  food  aid  to  Sub-Saharan  Africa.  Al- 
though such  generous  aid  has  saved  count- 
less lives,  some  20  million  people  remain  se- 
riously affected  by  famine. 

The  work  of  ending  the  cycle  of  hunger, 
malnutrion  and  famine  in  Africa  has  only 
just  l)egun.  however,  and  will  require  a  long- 
term  commitment  of  global  cooperation  and 
assistance.  One  way  the  United  States  can 
continue  to  express  our  country's  support 
for  ending  hunger  is  by  contributing  to  the 
Special  Fund  for  Sub-Saharan  Africa  estab- 
lished by  the  International  Pund  for  Agri- 
cultural Development  (IP AD). 


IFAD  grew  out  of  the  1974  World  Pood 
Conference  held  in  Rome.  The  conferees  as- 
serted that  the  problems  of  food  availabil- 
ity, nutrition  and  hunger  are  deeply  rooted 
in  the  issue  of  development  and  poverty. 
IPAD's  mission  is  to  increase  food  produc- 
tion and  self-sufficiency  among  the  poorest 
populations  in  the  developing  countries.  Al- 
though one  of  seven  development  aid  insti- 
tutions. IPAD  is  in  many  ways  unique.  Pirst 
is  its  membership  of  139  countries  arranged 
in  three  contribution  categories:  developed 
countries  (including  the  United  States);  oil- 
exporting  developing  countries  of  OPEC, 
and  other  developing  countries.  All  partici- 
pate in  the  decision-making  for  the  Pund. 
and  all  contribute  to  IPAD's  funding  at 
varying  by  specific  ratios. 

Secondly.  IPAD  has  an  exclusive  focus  on 
the  rural  poor  due  to  its  mandate  "to  fi- 
nance agricultural  development  projects  pri- 
marily for  food  production  in  the  develop- 
ing countries." 

Thirdly,  the  Pund  has  come  to  serve  as  a 
principal  coordinator  of  development  aid 
through  the  cooperative  financing  of  its 
projects  by  member  states,  other  UN  agen- 
cies, and  nongovernmental  organizations. 

The  beauty  of  the  agency's  work  lies,  how- 
ever, in  the  flexibility  and  particularity  of 
its  projects,  and  in  its  commitment  to  the 
'participation  of  beneficiaries  as  fundamen- 
tal to  the  evolution  and  development  of 
schemes  for  the  rural  poor. "  Every  project 
is  based  on  thorough  research  and  analysis 
of  existing  conditions,  which  will  most  often 
be  unique  to  a  given  area.  Prom  the  initial 
stages  of  project  formulation  through  all  as- 
pects of  implementation,  national,  regional 
and  local  governments,  institutions  and  indi- 
viduals are  involved. 

The  effectiveness  of  this  approach  can  be 
measured  by  the  successes  that  are  emerg- 
ing as  projects  mature  and  reach  comple- 
tion. In  Bangladesh  the  Grameen  Bank,  a 
credit  institution  providing  loans  to  landless 
men  and  women,  has  enabled  100.000  impov- 
erished people  to  establish  cottage  indus- 
tries and  begin  accumulating  some  savings. 
Repayment  on  these  loans  is  an  impressive 
99  percent! 

The  rural  people  of  Bolivia,  descendants 
of  the  Incas,  live  marginally  in  mountain- 
ous, arid  country.  An  IPAD  project  there  set 
out  to  reverse  the  loss  of  topsoiL  improve 
use  of  water  for  irrigation,  and  develop 
roads  and  marketing  potential.  As  a  result, 
agricultural  production  has  increased  350 
percent,  the  annual  net  income  per  capita 
has  risen  from  $74  to  $173.  and  the  nutri- 
tion level  of  the  people  has  improved. 

It  is  in  Africa  that  the  greatest  challenge 
lies  for  IPAD's  mission  to  increase  food  pro- 
duction and  self-sufficiency.  As  part  of  the 
current  drought  recovery  effort,  the  Pund 
set  forth  this  February  the  Special  Program 
for  Sub-Saharan  Africa  mentioned  earlier. 

This  program  aims  to  provide  seed,  tools 
and  fertilizer  to  small  farmers;  prohiote 
water  conservation  and  supply;  develop  soil 
conservation  and  reforestation  programs; 
encourage  the  production  of  drought-resist- 
ant crojjs,  and  support  policies  that  promote 
production  by  small  farmers. 

On-going  IPAD  projects  in  Africa  already 
demonstrate  the  positive  results  the  Pund 
can  achieve.  Through  supplying  seed,  fertil- 
izer and  extension  services  in  the  Kasai 
region  of  Zaire,  com  production  had  dou- 
bled, ultimately  benefiting  80.000  farm  fam- 
ilies. In  Somalia,  water  and  soil  conservation 
effbrts  have  helped  5.000  farms,  increasing 
crop  yields  64  percent.  Women  in  Gambia, 
who  traditionally  till  and  harvest  rice  in 
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tidal  swamps,  have  gained  title  to  their  land 
and  have  increased  rice  production  sixfold, 
aiding  15,000  people  in  40  villages. 

In  February  the  United  States  agreed  to 
join  in  the  second  replenishment  of  IPAD's 
funding  base,  pledging  almost  $80  million 
over  the  next  three  years.  The  total  amount 
of  the  second  replenishment,  $500  million,  is 
less  than  half  that  of  the  first  replenish- 
ment, begun  in  1980. 

In  order  to  develop  lasting  solutions  to  Af- 
rica's chronic  food  production  crisis  IFAD's 
Special  Program  for  Sub-Saharan  Africa  re- 
quires funding  above  and  beyond  what  is 
available  through  second  replenishment. 
The  United  States  voted  for  the  Special 
Program;  Congress  now  needs  to  authorize 
appropriations  commensurate  with  our  gov- 
ernment's verbal  commitment.  Unfortunate- 
ly, the  Reagan  Administration  has  said  it  in- 
tends to  take  the  $28  million  annual  contri- 
bution out  of  existing  bilateral  fund  pro- 
grams, rather  than  seek  a  separate  appro- 
priation. 

IFAD's  president,  Idris  Jazairy.  has  said. 
"IFAD  is  in  the  business  of  assisting  the 
rural  poor  to  liberate  themselves  from  the 
age-old  bonds  of  poverty  through  the  pro- 
motion of  private  initiative. "  Is  this  not 
indeed  a  most  appropriate  goal  for  the 
United  States  to  support? 


A  CONGRESSIONAL  SALUTE  TO 
JOHN  H.  INGRAM 


HON.  GLENN  M.  ANDERSON 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  ANDERSON  Mr.  Speaker,  recently,  my 
administrative  assistant,  John  H.  Ingram,  left 
Capitol  Hill  to  enter  the  private  sector.  Though 
I,  of  course,  wish  John  all  the  best  in  his 
future  endeavors,  his  knowledge  of  my  district, 
the  State  of  California  and  the  congressional 
process  will  be  missed. 

As  my  colleagues  know,  the  position  of  ad- 
ministrative assistant  [AA]  Is  a  very  Important 
one  In  our  Government.  Very  few  individuals 
have  the  opportunity  to  become  so  aware,  in- 
volved and  totally  knowledgeable  of  the  actual 
process  under  which  our  Federal  Government 
operates  than  our  AA's. 

From  1976  to  1979,  John  served  as  my  leg- 
islative assistant  for  those  matters  coming 
before  my  assignment  on  the  Committee  on 
Public  Works  and  Transportation.  The  jurisdic- 
tion of  this  committee  Is  very  broad:  rivers  and 
hart)ors,  roads  and  mass  transit,  oil  and  other 
pollution  of  navigable  waters,  bridges  and 
dams,  water  power,  airports  and  civil  aviation, 
and  the  transportation  regulatory  agencies.  He 
rejoined  my  staff  this  year  as  AA  and  has  de- 
veloped an  excellent  background  and  under- 
standing In  these  areas  and  such  other  di- 
verse matters  as  defense  Issues,  public/pri- 
vate shipbuilding,  port  development,  house- 
hold goods/freight  forwarding,  and  trade  de- 
velopment. 

In  addition  to  his  tenure  with  the  Congress, 
John  has  held  positions  as  assistant  press 
secretary  to  the  Governor  of  Massachusetts, 
Federal  representative  for  the  Governor  of 
California  and  chief  lobbyist  for  a  Washington 
trade  association.  Complementing  John's  pro- 
fessional development  is  his  strong  education- 
al background.  After  graduating  from  West  Vlr- 
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ginia  University's  School  of  Journalism,  he 
continued  his  studies  at  Boston  University  and 
Massachusetts  Institute  of  Technology  [MIT]. 

Given  his  past  record  of  achievement,  Mr. 
Speaker,  I  am  confident  that  John  will  contin- 
ue to  enjoy  success  in  all  his  future  endeav- 
ors. My  wife,  Lee,  joins  me  in  commending 
John  Ingram  for  a  job  well  done. 


A  LEADER  FOR  YOUTH— REV. 
LOUIS  FALCONE 


HON.  PAUL  E.  KANJORSKI 

OF  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  KANJORSKI.  Mr.  Speaker,  today  I  am 
pleased  to  rise  to  honor  a  man  who  has 
become  a  legend  in  my  area  for  his  more  than 
30  years  of  leadership  In  promoting  sports 
among  youth.  Rev.  Louis  Falcone,  director  of 
recreation  in  Kingston,  PA,  has  extended  his 
role  of  ministry  far  beyond  his  work  with  his 
church  to  practical  service  in  establishing 
sports  programs  for  young  people.  Tonight  I 
will  be  joining  members  of  the  community  who 
are  sponsoring  a  testimonial  dinner  for  Rever- 
end Falcone,  In  honor  of  his  many  years  of 
service  to  the  Wyoming  Valley. 

Reverend  Falcone  was  Instrumental  in 
founding  the  Luzerne-Courtdale-Pringle  Little 
League  organization  and  has  served  as  coach 
since  1956.  He  has  served  two  terms  as 
league  president,  as  well  as  umpire  In  chief, 
treasurer,  and  all-star  manager  for  many  of 
those  years.  He  was  largely  responsible  for 
the  construction  of  the  first  field  for  the  Little 
League  as  well  as  Its  present  field,  construct- 
ed in  1976.  As  Little  League  manager,  he  pro- 
duced a  number  of  championship  teams. 
Since  1971,  Reverend  Falcone  has  coached  a 
team  in  the  Fort  Swoyer  Teeners  League  and 
guided  the  team  to  two  consecutive  titles. 
Two  years  ago  he  coached  the  league  all-star 
team  to  the  Wyoming  Valley  Teeners  League 
crown  and  has  produced  numerous  other  title 
winners. 

Baseball  Is  just  one  of  the  many  sports 
Reverend  Falcone  has  helped  to  develop  for 
area  youths.  For  the  past  10  years  he  has 
coached  In  the  Luzerne-Courtdale-Pringle 
Junior  Football  League,  served  as  president  of 
the  Wyoming  Valley  Junior  Football  Confer- 
ence. After  borrowing  money  to  start  a  mini- 
football  team,  he  organized  a  parents  club  to 
take  over. 

Knowing  of  Reverend  Falcone's  talents  In 
other  sports,  a  group  of  young  people  from  St. 
John's  School  in  Luzerne  recruited  him  to 
coach  their  basketball  team  in  1966.  In  the 
early  days  of  the  St.  John's  program,  the  team 
had  no  gym  and  used  the  Marine  Corps  Train- 
ing Center  gym  whenever  possible.  During  his 
27  years  of  running  the  program  for  St. 
John's,  he  Initiated  a  girls'  basketball  program 
and  founded  cheerleading  squads.  Reverend 
Falcone  again  produced  many  championship 
teams,  one  of  which  dedicated  their  undefeat- 
ed season  to  the  members  of  the  University  of 
Evansville,  Indiana  basketball  team  which  per- 
ished In  a  plane  crash  in  1978.  University  offi- 
cials were  so  moved  by  the  tribute  that  they 
invited  the  St.  John's  team  to  graduation  serv- 
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Ices,  where  the  team  presented  a  duplk^ate  of 
the  league  championship  trophy  they  had  won 
In  memory  of  their  departed  collegiate  coun- 
terparts. 

Reverend  Falcone's  work  with  youth  earr>ed 
him  a  special  award  in  1976  for  outstanding 
work  in  combating  juvenile  delinquency  from 
the  Pennsylvania  Chiefs  of  Police  Association. 
Mr.  Speaker,  how  many  times  have  we  thrown 
our  hands  up  In  despair,  contemplatirtg  the 
many  temptations  adolescents  face  in  these 
troubled  times?  Drug  abuse,  alcohol  abuse, 
self-destructive  behavior  sometimes  seem  to 
be  Insurmountable  obstacles  to  our  children 
who  we  hope  to  grow  Into  mature,  responsible 
adults  capable  of  leading  our  Nation  In  the 
future.  Working  with  today's  youth  is  a  gift  to 
tomorrow,  and  I  would  like  to  take  this  oppor- 
tunity to  thank  Reverend  Falcone  tor  his  most 
generous  gift  to  the  Wyoming  Valley  for  years 
to  come. 


TRIBUTE  PAID  TO  "MAMA" 
MARKS  OF  SACRAMENTO,  CA 


HON.  ROBERT  T.  MATSUI 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  MATSUI.  Mr.  Speaker.  I  would  like  to 
take  this  opportunity  to  recognize  and  pay  trib- 
ute to  Margaret  "Mama"  Marks,  one  of  Sacra- 
mento's outstanding  humanitarians.  She  was 
recognized  at  a  ceremony  at  the  State  capitol 
by  the  Older  Women's  League  for  her  unself- 
ish efforts  In  aiding  the  poor  and  hungry  In  the 
Sacramento  area. 

"Mama"  Marks'  gallant  efforts  have  includ- 
ed starting  a  noon  lunchtime  program  for  the 
poor.  It  was  through  her  calling  and  dedication 
she  persuaded  the  Asbury  Methodist  Church 
to  provide  the  locatk}n  for  the  lunch  program. 
Furthermore,  it  was  due  to  "Mama's"  reputa- 
tion as  a  hard  worker  that  bakeries,  food  man- 
ufacturers, private  organizations,  and  Individ- 
uals have  gladly  contributed  food  for  the 
meals.  The  program  has  been  In  operatk>n 
since  1970. 

Remarkably,  at  age  72,  "Mama"'  still  cooks 
all  the  meals  herself  and  on  any  given  day 
she  will  feed  as  many  as  50  people.  Margaret 
"Mama""  Marks  Is  truly  a  courageous  woman, 
as  she  even  donates  her  time  and  energy  on 
holidays  to  feed  the  poor.  She  makes  the  holi- 
days a  time  of  celebration  for  those  wtra  nor- 
mally would  not  have  much  to  be  thankful. 

Mr.  Speaker,  on  behalf  of  the  people  of 
Sacramento,  I  would  like  to  congratulate  and 
thank  Margaret  for  her  many  years  of  dedicat- 
ed service  to  the  community  and  offer  her 
best  wishes  in  the  future. 


FEDERAL  CROP  INSURANCE 
CORPORATION  AMENDMENTS 


HON.  GENE  CHAPPIE 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  CHAPPIE.  Mr.  Speaker,  today  I  am  In- 
troducing legislation  proposed  by  the  Presi- 
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dent  to  imptement  his  1987  budget  initiatives 
for  the  Feideral  Crop  Insurance  Corporation. 
This  legislation  would  phase-out  the  Govern- 
ment's role  as  a  direct  writer  of  crop  insur- 
ance over  a  period  of  5  years,  t>eginning  in 
fiscal  year  1988.  The  proposal  I  am  introduc- 
ing today  will  provide  for  continued  Govern- 
ment support  for  the  crop  insurance  program 
as  we  phase-in  the  use  of  the  regular  insur- 
ance system  for  crop  insurance  protection. 

In  addition,  followir)g  tf>e  transfer  of  direct 
insurance  operations,  the  Federal  Government 
will  retain  its  role  as  the  provider  of  last  resort 
for  disaster  situations  by  remaining  as  the  re- 
insurarwe  source  for  extraordinary  crop  insur- 
ance losses.  The  retention  of  this  role,  on  a 
premium  sustained  basis,  will  assure  that  af- 
fordable reinsurance  is  available  to  the  crop 
insurance  industry  and  contribute  substantially 
to  industry  stability. 

In  the  formulation  of  the  Crop  Insurance  Act 
amendments  of  1980,  Congress  clearly 
moved  in  tfie  direction  of  recognizing  that  the 
provision  of  insurance  was  a  function  of  the 
private  sector.  The  act  specifically  instructed 
the  FCIC  to  utilize  the  private  sector  to  the 
maximum  extent  practicable  and  it  encour- 
aged the  involvement  of  private  insurance 
companies. 

The  implementation  of  tfiese  provisions  of 
the  1980  act  permitted  a  competition  to  devel- 
op between  Government  supported  sales  and 
service  system  and  tf>e  private  sector  sales 
and  service  system  represented  by  traditional 
insurance  companies  reinsured  by  the  FCIC. 
In  the  beginning,  the  Government  supported 
system  was  the  source  of  insurance  for  most 
farmers  who  relied  on  their  previous  experi- 
ence for  crop  insurance  needs.  Almost  imme- 
diately, however,  business  t>egan  to  shift  to 
private  companies  under  the  reinsurance  pro- 
gram While  recent  years  have  seen  the  pub- 
licly supported  system  match  the  quality  of  the 
private  sector,  the  shift  In  business  continues. 
In  the  past  2  years  alone,  the  volume  of  busi- 
ness written  by  the  private  insurance  compa- 
nies under  a  reinsurance  agreement  has  dou- 
bled, while  sales  of  Government  supported 
policies  has  fallen  by  nearly  50  percent. 

Producers  clearly  are  relying  on  the  individ- 
uals wtK)  normally  provide  other  insurance 
services  for  tfieir  crop  insurance  as  well.  This 
is  demonstrated  most  effectively  by  noting 
tfwt  in  areas  wt>ere  Government  supported 
policies  are  sold  by  full-line  insurance  compa- 
nies utilizing  a  sales  and  service  agreement 
rather  than  reinsurance,  volume  has  increased 
(the  best  example  would  be  New  England 
wtiere  sales  are  almost  exclusively  held  by  a 
full-line  insurance  company). 

One  of  ttie  FCIC's  goals  is  that  crop  insur- 
aiKe  be  availat>le  to  a  maximum  number  of 
producers  both  to  encourage  farmer  aware- 
ness of  the  responsibility  for  risk  manage- 
ment and  to  reduce  the  haphazard  and  costly 
disaster  payment  approach  Government  has 
historically  t>een  forced  to  assume.  In  this 
regard,  it  must  be  noted  that  one  cannot 
simply  reduce  staff  proportionate  to  reductions 
in  business  because  of  the  personnel  inten- 
sive nature  of  the  insurance  kxjsiness.  The 
fact  is  tfiat  a  significant  level  of  Federal  fiscal 
resources  are  devoted  to  sustaining  a  dimin- 
ishing share  of  tfie  crop  insurance  business. 
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Major  involvement  of  the  Government  in  the 
agricultural  economy  goes  back  to  the  days  of 
the  Depression.  There  is  no  question  that,  at 
various  times,  this  involvement  has  been  a 
necessary  and  appropriate  expression  of  the 
concern  for  both  adequate  and  affordable 
food.  In  the  late  1930's  Government  involve- 
ment took  many  forms,  direct  and  indirect.  At 
this  time  we  see  the  first  use  of  Government 
sponsored  crop  insurance  to  provide  protec- 
tion for  producers.  It  is  a  good  example  of  the 
Government  seizing  on  a  private  sector  vehi- 
cle in  pursuit  legitimate  governmental  goals. 
Like  many  creations  of  the  Depression  and 
since,  however,  when  programs  have  estab- 
lished their  value  it  is  appropriate  that  the 
Government  shift  the  burden  of  providing  such 
services  to  the  private  sector  where  they 
properly  belong. 

The  gradual  reduction  of  premium  subsidies 
contemplated  in  the  President's  1986  budget, 
repeateid  in  the  1987  submission,  and  pro- 
posed in  the  legislation  I  am  introducting 
today,  along  with  the  phased  withdrawal  of 
the  Government  from  paying  the  costs  of 
sales  and  service  by  the  private  sector,  recog- 
nizes that  the  time  has  come  for  the  crop  in- 
surance business  to  stand  on  its  own. 

We  are  not  proposing  the  abrupt  dismissal 
of  the  Government's  appropriate  concern  for 
the  economic  vitality  of  the  farmer.  We  are, 
however,  raising  the  legitimate  question  of  the 
extent  to  which  the  limited  resources  of  the 
Government  can  be  directed  to  a  task  which 
in  other  cases  is  found  to  be  economically 
viable  in  the  private  sector.  The  issue  of  par- 
ticipation levels  and  actuarial  adequacy  are 
being  resolved  and  the  phase-in  period  con- 
templates that  the  program  will  be  on  much 
more  solid  ground  wfien  Government  involve- 
ment is  terminated. 

Mr.  Speaker,  I  do  not  propose  here  that  the 
schedules  and  subsidies  contained  in  this  pro- 
posal be  accepted  blindly.  I  do  suggest  that 
the  time  has  come  for  Congress  to  reconsider 
the  Government's  role  in  the  providing  of  crop 
insurance.  The  schedule  and  declining  subsidy 
amounts  included  in  this  bill  are,  however,  a 
place  to  start.  Congress  has  an  obligation  to 
reconsider  the  nature  of  our  participation  in 
providing  a  service  available  through  the  pri- 
vate sector.  As  we  are  all  aware,  limited 
budget  resources  demand  that  we  maximize 
the  return  on  the  taxpayers'  investment  in 
Government.  I  propose  in  this  legislation  that, 
pertiaps,  the  time  has  come  to  see  risk  man- 
agement as  a  normal  and  necessary  business 
expense  for  the  agricultural  producer.  Further, 
and  most  importantly,  I  propose  that  the  Gov- 
ernment has  a  legitimate  ongoing  interest  in 
disaster  protection  by  assuring  that  affordable 
reinsurance  is  available  to  insulate  the  crop  in- 
Ajrance  industry  from  the  volitity  that  we  have 
seen  ilh  reinsurance  markets. 

The  position  of  this  administration,  outlined 
in  the  legislation  I  am  presenting,  recognizes 
that  it  is  the  role  of  Government  to  assist 
farmers  to  secure  the  availability  of  needed 
risk  management  capability.  As  with  every 
otf>er  business  segment  of  our  free  enterprise 
system,  howevir,  agriculture  must  eventually 
assume  the  responsibility  for  risk  management 
as  a  part  of  the  normal  and  necessary  task  of 
doing  business. 
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Where  the  private  sector  failed  to  meet  a 
need  the  Government  had  a  proper  role  in  en- 
couraging the  development  of  the  mecha- 
nisms to  respond  to  that  need.  When  it  is 
clear  that  crop  insurance  is  widely  available,  it 
is  appropriate  that  Government  withdraw  and 
permit  the  maritet  to  operate.  This  is  the  cor- 
rect course  both  for  the  farmer,  who  must  see 
Government  as  a  booster  rather  than  a  partici- 
pant, and  for  the  taxpayer  who  needs  to  be 
assured  that  scarce  resources  are  being  di- 
rected to  tasks  which  are  properly  govern- 
mental a>id  otherwise  unavailable. 

A  section-by-section  analysis  follows  this 
statement. 

The  Crop  Insurance  Act  of  1986— Section 
BY  Section  Analysis 

SECTION  3 

Section  504  of  the  Federal  Crop  Insurance 
Act  (the  Act)  as  amended  in  1980,  estab- 
lished the  Federal  Crop  Insurance  Corpora- 
tion (FCIC)  as  a  capital  stock  company  of 
the  United  States  with  an  authorized  sub- 
scription of  $500  million  in  Treasury  funds. 
As  of  the  date  of  the  submission  of  this  leg- 
islation the  entire  subscription  has  been  re- 
ceived. Due  to  catastrophic  losses  to  crops  in 
several  areas  of  the  country  during  1983. 
1984.  and  1985,  the  Corporation  was  re- 
quired to  request  additional  borrowing  for 
Fiscal  Year  1985.  Further  Iwrrowing  has 
been  necessary  during  Fiscal  Year  1986  to 
meet  indemnification  requirements. 

Section  3  of  the  legislation  proposed 
would  revise  Section  504  of  the  Act  to  rel^n 
the  Corporate  structure  for  FCIC,  create  a 
subscription  base  of  one  dollar,  and  would, 
in  suljsection  (b),  cancel  the  $500  million  ob- 
ligation without  consideration.  The  effect  of 
this  language  would  be  to  maintain  the 
FCIC's  semi-autonomous  operating  posture, 
but  prepare  the  way  for  altering  the  method 
used  to  fund  its  operations.  The  Corpora- 
tion has  exhausted  its  capital  authority  and 
is  utilizing  a  roundabout  vehicle  (borrowing 
through  the  Commodity  Credit  Corporation 
/CCC/)  for  additional  indemnification  reve- 
nue as  needed. 

section  4 

Section  4  of  this  legislation  would  revise 
Section  506  of  the  Act  to  authorize  the 
FCIC  to  provide  appropriate  services  to  the 
insurance  industry,  specifically  including  re- 
insurance services,  on  a  user  fee  basis  as  the 
shift  to  private  sector  direct  insurance  re- 
sources is  made. 

To  remedy  the  economic  situation  which 
the  Corporation  faces  currently,  and  which 
it  may  face  in  the  future.  Section  4  also 
would  authorize  the  Corporation  to  borrow 
money  and  require  the  Corporation  to  uti- 
lize receipts  from  premium  payments  and 
all  other  assets  and  funds  of  the  Corpora- 
tion, except  funds  Ijorrowed  from  the  Treas- 
ury to  pay  unanticipated  indemnities,  to  pay 
or  reimburse  administrative  and  operating 
expenses  of  the  Corporation.  As  the  Corpo- 
ration mtdies  adjustments  to  meet  the 
phase-out  requirements  established  in  sec- 
tion 6  of  this  legislation,  it  is  necessary  that 
authority  exist  for  the  utilization  of  funds 
collected  through  premiums,  in  addition  to 
the  user  fees  established  in  this  proposal,  to 
reflect  the  Increasing  need  that  such  funds 
meet  operational  costs  in  addition  to  indem- 
nification requirements. 

SECTION  5 

By  revising  Section  507(c)  as  provided  in 
this  section,  the  Corporation  would  be  clear- 
ly directed  to  encourage  the  shift  of  crop  in- 
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surance business  to  the  private  sector.  In  re- 
quiring the  use  of  licensed  private  agents 
and  brokers,  it  is  the  intent  of  the  legisla- 
tion to  simplify  the  process  of  transferring 
the  direct  insurance  business  upon  the  ter- 
mination of  Corporation  involvement  in 
such  operations  by  fiscal  year  1991  in  that 
delivery  systems  will  already  meet  a  key 
provision  of  state  and  local  insurance  busi- 
ness licensing  requirements.  In  addition  this 
langauge  continues  to  provide,  until  fiscal 
year  1993  indemnification  for  Its  private 
sector  partners  against  errors  and  omissions 
for  which  the  Corporation  is  held  at  fault. 
For  the  reinsurance  activities  contemplated 
after  the  transfer  of  direct  writing  oper- 
ations, the  legislation  would  further  limit 
the  Corporation  to  minimal  staffing. 

SECTION  6 

Section  508  of  the  Act  authorizes  and  reg- 
ulates the  provision  of  Insurance  on  crops 
by  the  Corporation.  A  major  element  of  the 
1980  amendments  to  the  Act  was  contained 
in  subsection  (e)  of  Section  508  where  the 
Corporation  was  "directed  to  provide  rein- 
surance ...  to  the  maximum  extent  practi- 
cable ...  to  Insurers  Including  private  In- 
surance companies  .  .  ."  This  effort  to  In- 
clude the  Insurance  industry  in  the  crop  In- 
surance program  was  designed  to  broaden 
the  utilization  of  insurance  by  producers 
and  to  make  it  a  part  of  sound  economic 
planning  by  America's  farmers.  The  in- 
crease in  premium  base  since  1980,  In  crops 
and  areas  protected,  and  in  the  use  of  pri- 
vate insurance  market  for  the  delivery  of 
such  protection  convinces  the  Corporation 
that  this  effort  is  succeeding.  For  crop  year 
1985,  more  than  70  percent  of  policies  sold 
were  sold  by  private  companies  reinsured  by 
PCIC. 

Today  fully  40  percent  of  America's  agri- 
cultural producers  participate  In  some  form 
of  Insurance  program— multiple  peril  of  fire 
and  hail  depending  on  their  individual  need 
for  protection.  The  trend  In  agricultural  ec- 
onomics Is  toward  using  Insurance  as  a  plan- 
ning tool,  and  such  Insurance  Is  more  and 
more  required  by  credit  grantors  in  the  agri- 
cultural community.  With  the  elimination 
of  most  of  the  disaster  grant  and  low-Inter- 
est loan  programs  previously  available  to 
farmers,  the  prudent  producer  protects  his 
crop  Investment  with  Insurance  in  the  same 
manner  as  his  home  and  his  car. 

It  is  anticipated  that  this  growth  will  con- 
tinue and  permit  amortizing  administrative 
costs  over  a  greater  base  thus  limiting  In- 
creases In  Individual  producer  costs  (premi- 
ums), and  that  greater  experience  in  actuar- 
ial analysis  will  further  refine  premium  rate 
setting. 

Thus  Section  6  of  this  Bill  would  provide 
for  the  termination  of  direct  writing  oper- 
ations by  the  Corporation  on  September  30, 
1991.  and  would,  in  subsection  (b),  amend 
Section  508  to  establish  a  schedule  of  per- 
centage reductions  of  producer  premium 
subsidy  support  over  a  period  ending  in 
Fiscal  Year  1991.  The  language  would  also 
require  the  Corporation  to  adjust  premium 
to  include  all  expenses  of  the  insurance  pro- 
gram and  require  FCIC's  private  sector 
partners  to  gradually  assume  their  own 
operational  costs.  This  action  will  permit  an 
orderly  transfer  of  direct  Insurance  provider 
functions.  In  addition,  the  language  will 
more  accurately  reflect  that  the  current 
subsidy  to  the  producer  substantially  ex- 
ceeds the  nominal  percentage  contained  in 
the  1980  Act  and  require  accounting  proce- 
dures more  consistent  with  normal  Insur- 
ance provider  requirements. 
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Technical  corrections  to  several  subsec- 
tions of  Section  508  clarify  that  the  role  of 
the  Corporation  will  increasingly  be  to  en- 
courage and  facilitate  private  sector  pro- 
gram development.  Subsection  (d)  of  Sec- 
tion 6  directs  the  Board  of  the  FCIC  to 
Impose  fees  for  the  services  provided  to  the 
private  sector  beginning  with  fiscal  year 
1988. 

Section  6  of  the  BUI  would  also  mandate 
the  withdrawal  of  the  FCIC  from  all  direct 
Insurance  operations  by  September  30,  1991. 
and  clarify  that  the  authority  for  reinsur- 
ance which  remains  Is  to  be  exercised  as 
necessary  and  at  no  cost  to  the  government. 

SECTION  7 

Section  7  of  this  proposal  would  amend 
Section  516  to  address  the  question  of  fund- 
ing for  the  Corporation  as  It  proceeds 
toward  the  termination  of  direct  govern- 
ment Involvement  In  the  crop  insurance 
business.  The  Corporation  would  be  author- 
ized to  retain  net  realized  gain  and  would  be 
required  to  use  such  funds  to  meet  out- 
standing debt  and  to  reduce  regular  funding 
needs  prior  to  establishing  its  reserve  for 
excess  loss. 

Section  7  would  also  eliminate  the  current 
authority  of  the  Corporation  to  borrow 
funds  of  the  Commodity  Credit  Corporation 
to  meet  indemnification  needs  and  would 
direct  the  cancellation  of  obligations  of  the 
FCIC  to  the  CCC.  and  of  CCC  to  the  Treas- 
ury, for  funds  extended  to  PCIC  previously 
under  Section  516(c).  The  language  would 
also  cancel,  as  of  the  date  of  enactment,  all 
other  outstanding  FCIC  obligations  for  bor- 
rowing. 

Finally,  the  language  In  Section  7  would 
complement  Section  4  in  permitting  reim- 
bursement of  borrowings  from  any  available 
funds.  Also,  such  borrowings  could  be  reim- 
bursed from  appropriations  until  the  trans- 
fer of  direct  insurance  operations  and  sup- 
port is  accomplished  in  fiscal  year  1991. 
After  that  time,  this  borrowing  authority 
would  provide  a  source  of  funds  for  uncapl- 
tallzed  reinsurance  operations  on  a  limited, 
premium  relhibursed.-  basis.  In  addition  to 
clarifying  the  general  borrowing  authority 
provided  in  Section  4  of  this  legislation.  Sec- 
tion 7(d)(4)  would  amend  Section  516  to 
limit  the  outstanding  borrowings  of  the  Cor- 
poration to  $500,000,000. 


TAX  REFORM  BILL 


HON.  GARY  L  ACKERMAN 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  ACKERMAN.  Mr.  Speaker,  it  was  with 
deep  disappotntment  that  I  found  it  necessary 
to  vote  against  H.R.  3838,  the  conference 
agreement  on  the  tax  reform  bill. 

Like  the  majority  of  my  colleagues  In  the 
House  of  Representatives  and  the  other  citi- 
zens of  our  great  Nation,  I  had  long  awaited 
the  opportunity  for  passage  of  legislation  that 
would  overhaul  our  current  Tax  Code  and  pro- 
vide true  fairness  and  tax  relief  to  the  Ameri- 
can people.  Unfortunately,  the  measure  adopt- 
ed by  the  House  today  will  provide  neither. 

Although  I  strongly  supported  certain  fea- 
tures of  the  measure,  in  particular,  the  remov- 
al of  the  working  pcxK  from  the  tax  rolls,  and 
provisions  to  ensure  that  profitable  corpora- 
tions pay  taxes,  marry  other  provisions  of  the 
bill  woukj  cause  undue  hardship  for  many 
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middle-income  Americans  and  are  anything 
but  conducive  to  a  fairer  Tax  Code.  I  woukl 
like  to  mention  just  a  few  examples  of  "re- 
forms" that  will  hurt  rather  than  help  our  abili- 
ty to  meet  our  citizens'  needs. 

In  contrast  to  the  progressive  tax  structure 
we  currently  have,  in  »irtiich  the  rate  of  tax  in- 
dividuals pay  increases  with  their  level  of 
income,  the  so-called  tax  reform  bill  consoli- 
dates the  present  15  tax  brackets  into  just 
two— 15  percent  and  28  percent.  Under  ttie 
measure,  a  single  taxpayer  with  a  taxable 
income  of  just  $17,851  per  year  will  pay  ttie 
same  rate  of  tax— 28  percent— as  a  millron- 
aire.  That  doesn't  sound  fair  to  me. 

One  of  my  major  objections  to  the  bill  is 
that  it  discriminates  against  renters,  wtx>  con- 
stitute a  majority  of  New  Yori(  City's  residents. 
The  bill's  restrictions  on  municipal  bonds 
could  have  a  devastating  effect  on  the  city's 
subsidized  housing  program.  The  curtailment 
of  various  tax  shelters  for  real  estate  owners 
will  inevitably  reduce  apartment  construction 
and  increase  rents,  making  the  real  losers  the 
people  who  need  affordable  rental  housing. 
As  if  that  Isn't  enough,  the  bill  denies  renters 
many  ol  the  tax  t)enefits  it  provides  homeown- 
ers, such  as  the  right  to  deduct  mortgage  In- 
terest and  property  taxes  from  Federal  income 
taxation,  and  to  borrow  on  their  property  to 
pay  for  medical  and  educational  expenses. 

The  measure  also  repeals  the  present  item- 
ized deduction  for  State  and  local  sales  taxes. 
Mr.  Speaker,  a  sales  tax  assessed  on  con- 
sumers by  a  State  cannot  be  dismissed 
merely  as  an  item  of  personal  consumption. 
The  taxes  paid  are  committed  to  the  general 
purposes  of  government.  They  are  no  longer 
a  part  of  the  taxpayer's  resources.  Every  local 
tax  reduce  ability  to  pay  the  Federal  tax 
burden.  Denial  of  the  sales  tax  deductk>n  is  a 
clear  case  of  double  taxation.  I  view  this  as  a 
grievous  inequity,  ratfter  than  a  move  toward 
fairness. 

Presently,  taxpayers  may  take  an  itemized 
deduction  for  unreimbursed  medical  expenses 
in  excess  of  5  percent  of  adjusted  gross 
income  The  tax  bill  raises  this  threshold  by  50 
percent,  to  7.5  percent.  As  anyone  well 
knows,  decreasing  the  medical  deduction  will 
disproportionately  affect  older  Americans, 
since  they  are  the  segntent  of  our  society  who 
requires  the  greatest  amount  of  health-care 
services,  and  wtio  are  often  constrair>ed  by 
the  limits  of  a  fixed  income.  They  are  also 
among  those  least  able  to  pay  today's  sky- 
rocketing health  costs.  Does  this  seem  (air? 

Charitable  contributions  by  taxpayers  who 
do  not  itemize  their  deductions  woukj  r>o 
longer  be  deductible  under  the  bill.  I  am  very 
concerned  that  the  repeal  of  this  deductk>n 
will  result  in  an  overall  decline  in  charitat>le 
giving.  Unlike  most  other  tax  deductions,  the 
charitable  contribution  does-  not  serve  any 
special  interest.  However,  its  repeal  will  hurt 
and  possibly  have  a  devastating  impact  on  the 
poor,  the  infirm,  and  the  disadvantaged. 

The  tax  bill  will  impose  new  limits  on  wt>o  Is 
eligible  to  deduct  an  individual  retirement  ac- 
count [IRA]  contribution  from  their  taxes.  I 
support  contlnuatk>n  of  the  IRA  deductions  for 
all  taxpayers.  For  many,  IRA's  will  provide  ttie 
sole  source  of  retirement  income  other  than 
Social  Security.  Many  employees  have  partk> 
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pated  in  a  variety  of  qualified  pension  plans, 
but  have  never  remained  long  enough  with 
one  company  to  become  vested  in  them.  In 
addition,  the  quality  of  pension  tsenefits  varies 
with  tfte  employer.  The  IRA  is  one  of  the  tax 
law's  best  features  and  should  be  retained  for 
everyone. 

A  final  example  of  how  this  bill  undermines 
the  basic  goal  of  fairness  in  tax  reform  is  the 
retroactive  repeal  of  the  3-year  recovery  rule 
which  applies  to  certain  retirees.  Under  cur- 
rent law,  certain  employees,  such  as  postal. 
Federal,  civil  service  and  some  private  sector 
worlters,  contribute  to  ttieir  annuity  plan,  and 
that  contribution  is  taxed.  These  retirees  then 
have  3  years  to  recover  their  already-taxed 
personal  contribution,  which  they  receive  as  a 
tax-exempt  monthly  annuity.  Elimination  of  this 
rule  Is  double  taxation  for  the  approximately 
20  million  retiring  employees  participating  In 
such  plans  and  the  only  retroactive  tax  in- 
crease in  the  bill.  My  constituents  are  counting 
on  me  to  support  fairness  In  the  Tax  Code, 
and  this  is  not  fair  treatment. 

These  are  just  a  few  of  the  reasons  that  I 
voted  against  passage  of  the  so-called  tax 
reform  measure.  Americans  want  a  fair  and 
equitable  Tax  Code.  H.R.  3838  is  neither  fair 
nor  equitable. 


WINTER  NAVIGATION 


HON.  DAVID  E.  BONIOR 

OF  MICHIGAN 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  BONIOR  of  Michigan.  Mr.  Speaker.  I 
rise  in  strong  support  of  the  Carr  amendment 
to  the  continuing  resolution  to  prohibit  the 
Coast  Guard  from  Implementing  any  program 
of  navigation  extension  beyond  the  current 
season  of  January  6  plus  or  minus  1  week. 

I  want  to  commend  the  distinguished  gentle- 
man from  Michigan,  Mr.  Carr,  for  successfully 
offering  this  amendment,  and  also  to  com- 
merHJ  the  gentleman  from  Michigan.  Mr.  Trax- 
LER  and  Mr.  Pursell.  all  members  of  the 
committee,  wtVD  supported  this  amendment. 

Mr.  Speaker,  the  Carr  amendment  is  a  bi- 
partisan proposal.  Important  support  for  this 
proposal  has  t>een  given  by  the  gentleman 
from  Michigan,  Mr.  Davis,  and  the  gentlemen 
from  New  York,  Mr.  Nowak  and  Mr.  Martin. 
who  have  helped  lead  the  coalition  opposed 
to  navigation  extension. 

LEGISLATION  BACKGROUND 

Mr.  Speaker,  during  1984,  the  House  of 
Representatives  exhaustively  considered  a 
proposal  advanced  by  tfie  corps  for  full  year 
navigation  on  tfie  upper  Great  Lakes. 

The  proposal,  one  of  tt>e  largest  water 
projects  in  American  history,  was  estimated  at 
that  time  to  cost  some  S600  million,  and  to  re- 
quire continuing  high  operating  expenses,  In 
large  part  t)ecause  of  the  huge  icebreaking 
needs  associated  with  the  project. 

These  costs  were  balanced  by  few  econom- 
ic gains  and  were  compounded  by  major  envi- 
ronmental problems,  including,  txjt  rK>t  limited 
to  the  danger  of  oil  spills  being  trapped  under 
tf>e  ice,  tfie  danger  of  shoreline  erosion  and 
damage    to    shoreline    structures,    and    the 
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churning  of  the  floor  of  the  connecting  chan- 
nels. 

Not  surprisingly,  the  project  was  opposed 
by  the  Great  Lakes  Governors  and  by  every 
single  environmental  group  In  the  Great  Lakes 
area.  The  corps'  own  Board  of  Engineers  re- 
fused to  recommend  the  project  to  Congress 
for  authorization,  choosing  Instead  to  transmit 
the  project  for  "Informational  purposes"  only. 

The  House  of  Representatives  overwhelm- 
ingly rejected  the  proposal.  When  It  was  in- 
cluded In  the  omnibus  water  resources  bill, 
222  Members  of  the  House  signed  a  letter  to 
the  chairman  of  the  Rules  Committee  support- 
ing efforts  to  delete  winter  navigation  from  the 
bill. 

In  a  rare  decision,  the  Committee  on  Public 
Works  chose  to  delete  the  project  from  the 
committee  substitute  that  was  brought  to  the 
floor.  Winter  navigation  had  been  rejected 
overwhelmingly. 

Mr.  Speaker,  the  decision  to  reject  naviga- 
tion extension  in  1984  was  not  the  first  time 
Congress  had  chosen  not  to  authorize  the 
project.  The  winter  navigation  project  has 
been  pending  ever  since  I  came  to  Congress 
in  1977,  and  Congress  has  refused  to  author- 
ize tfie  project  every  time  It  has  been  consid- 
ered. 

THE  COPPS  PROPOSED  ADMINISTRATIVE  EXTENSION 

Accordingly.  Mr.  Speaker.  I  was  surprised  to 
learn  in  June  of  this  year  that  the  Corps  of  En- 
gineers was  proceeding  administratively  to 
extend  the  navigation  season,  a  proposal  that 
had  tieen  clearly  rejected  by  Congress. 

The  present  navigation  season  through  the 
Soo  locks  ends  January  8  plus  or  minus  1 
week,  or  no  later  than  January  15.  The  corps 
is  proposing  to  extend  the  navigation  season 
to  January  31  plus  or  minus  2  weeks,  or  until 
the  middle  of  February. 

Under  the  corps'  timetable,  a  draft  supple- 
mental environmental  Impact  statement  [EIS] 
will  be  completed  December  of  this  year.  It 
will  then  be  subject  to  public  comment.  The 
corps  has  written  to  me  stating  that  It  will  t>e 
prepared  to  implement  the  extension  in  just  1 
year,  or  January  1988. 

Mr.  Speaker,  during  the  1984  discussion  of 
winter  navigation  careful  attention  was  given 
to  several  midterm  proposals  that  would  have 
allowed  for  some  navigation  extension,  but  a 
less  than  full  year  extension  on  the  upper 
Great  Lakes. 

All  of  these  proposals,  Including  a  proposal 
for  January  31  plus  or  minus  2  weeks— the 
very  proposal  the  corps  now  advances — were 
rejected  in  favor  of  the  current  navigation 
season. 

In]  fact.  Mr.  Speaker,  the  decision  to  reject 
partial  navigation  extension  proposals— and 
the  January  31  plus  or  minus  2  weeks  propos- 
al in  particular— was  specifically  discussed 
during  passage  of  the  omnibus  water  re- 
sources bill  and  can  be  found  on  page  H7514 
of  the  Congressional  Record  for  June  29, 
1984. 

Partial  extension  proposals  were  also  care- 
fully discussed  In  Michigan.  I  call  my  col- 
leagues' attention  to  the  comments  of  the  De- 
troit Free  Press  in  an  October  14,  1983  edito- 
rial: 

The  second  "compromise"  would  author- 
ize a  shipping  season  to  January  31.  plus  or 
minus  two  weeks  •  *  *  At  the  moment,  that 
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is  tantamount  to  year-round  shipping,  since 
the  Soo  locks  have  to  be  closed  a  month 
every  winter  for  maintenance  anyway.  *  *  * 
An  11 -month  season  would  still  require  sev- 
eral hundred  million  dollars  worth  of  bub- 
blers, icebooms  and  icebreakers— everything 
except  the  dams  and  gates  at  the  head  of 
the  Detroit  and  St.  Clair  Rivers. 

THE  LEGAL  STATUS  OF  THE  CORPS  PROPOSAL 

Let  me  be  clear.  The  corps  decision  to  Im- 
plement unilaterally,  without  seeking  authority 
from  Congress,  and  over  the  clear  objections 
of  Congress,  the  navigation  extension  propos- 
al Is  not  only  arrogant.  It  raises  serious  legal 
Issues. 

The  corps  cannot  seek  from  Congress  for 
more  than  a  decade  authority  to  Impalement  a 
project,  and  then,  when  Congress  denies 
them  that  authority,  switch  legal  theories  and 
suddenly  maintain  that  they  did  not  need  the 
authority  at  all. 

Congress  has  carefully  protected  its  consti- 
tutional control  over  authorization.  This  control 
Is  enshrined  in  the  rules  of  the  House,  which 
prohibit  appropriation  without  authorization, 
and  the  basic  laws  of  our  Nation,  Including  the 
Anti-Deficiency  Act. 

THE  CARR  AMENDMENT 

Mr.  Speaker,  the  Carr  amendment  is  a  fo- 
cused response  to  the  Corps  of  Engineers  de- 
cision to  proceed  without  authority,  and  over 
the  objections  of  Congress,  to  implement 
navigation  extension. 

The  amendment  prohibits  the  Coast  Guard 
from  taking  any  actions  whatsoever— from 
using  their  equipment  boats,  or  personnel— to 
Implement  a  program  of  navigation  extension 
beyond  the  current  practice  which  closes  navi- 
gation through  the  Soo  locks  no  later  than 
January  15. 

The  amendment  address  only  a  program  to 
extend  the  navigation  season  beyond  the  cur- 
rent practices.  It  does  not  address,  nor  does  It 
prohibit,  any  activities  presently  undertaken  by 
the  Coast  Guard,  even  when  these  normal  ac- 
tivities occur  after  January  1 5. 

To  make  this  clear,  the  amendment  itself, 
and  the  committee  report,  specifically  discuss 
some  of  these  present  activities  which  are  not 
covered  by  the  amendment  and  accordingly 
are  not  prohibited. 

For  example,  search  and  rescue  operations 
undertaken  by  the  Coast  Guard  are  not  cov- 
ered, and  are  not  prohibited,  even  when  thij 
operations  occur  after  January  1 5.  ^, 

Occasionally,  navigational  problems  or  other 
emergencies  have  occurred  which  have 
blocked  shipping  during  the  normal  season. 
To  address  the  shipping  backlog  created  by 
these  emergencies,  the  Coast  Guard  has  as- 
sisted In  one-time,  temporary  season  exten- 
sions. Such  activities  are  not  covered  by  the 
amendment,  and  are  not  prohibited. 

Under  current  practice,  the  Coast  Guard 
does  not  break  channels  on  the  upper  Great 
Lakes  after  the  Soo  locks  are  closed.  Howev- 
er, some  shipping  which  does  not  go  through 
the  Soo  locks  can  proceed  even  though  the 
Coast  Guard  Is  not  breaking  channels. 

The  Coast  Guard  presently  provides  some 
navigational  assistance  to  this  shipping.  This 
amendment  does  not  address,  and  does  not 
prohibit  the  assistance  that  tfie  Coast  Guard 
provides  to  such  shipping. 
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AFRICAN  TRAGEDY 


HON.  PHIUP  M.  CRANE 

OF  ILLINOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  CRANE.  Mr.  Speaker,  one  of  the  great- 
est tragedies  of  this  decade,  indeed  of  this 
century,  has  t>een  the  ongoing  famine  and 
deprivation  in  Africa.  Month  after  month,  year 
after  year,  the  suffering  continues  and  we  in 
the  West  continue  to  t>e  tormented  by  all  too 
vivid  images  of  innocent  people  slowly  starv- 
ing to  death.  Certainly  no  compassionate 
human  being  can  observe  this  tragedy  without 
asking  himself:  "What  can  I  do  to  help?" 
Since  1960,  the  response  of  the  West  has 
largely  been  to  pour  money  into  Africa.  Some 
$80  billion  has  been  sent  to  Africa  in  these  25 
years.  Perhaps  this  massive  aid  program  has 
helped  to  assuage  our  troubled  consciences, 
but  it  has  been  demonstrably  ineffective  at 
solving  Africa's  economic  problems.  Africans 
have  a  declining  rather  than  an  improving 
standard  of  living,  and  the  main  reason  is  not, 
as  we  are  often  led  to  believe,  because  of 
drought  or  the  lingering  effects  of  colonialism, 
but  because  of  the  widespread  adoption  of 
Socialist  economic  policies. 

The  great  majority  of  black  African  States 
have  unquestioningly  imposed  Soviet-style 
economic  policies  on  their  people.  The  re- 
sults, as  the  Chinese  and  the  Poles  and  the 
Czechs  and  so  many  others  could  have  told 
them,  have  been  disastrous.  Rather  than  im- 
prove the  standard  of  living  of  all,  or  even  dis- 
tritxjte  the  wealth  more  equitably  among  the 
population,  the  effect  has  tieen  to  leave  most 
of  the  people  in  abject  poverty  while  allowing 
an  elite  few  to  live  in  opulence.  And  as  time 
goes  by,  the  economic  situation  gets  progres- 
sively worse,  not  better.  And  yet  the  slavish 
adherence  to  these  Irwredibly  inappropriate 
policies  continues. 

At  the  same  time,  we  in  the  West  continue 
to  pour  massive  amounts  of  aid  into  the  conti- 
nent. In  effect,  we  attempt  to  cure  a  festering 
wound  which  recrudesces  virtually  every  year 
with  a  bandaid,  rather  than  demanding  that 
the  infection  which  causes  the  recrudescence 
be  ei^punged.  Until  we  base  further  aid  on  the 
condition  that  these  wrongheaded,  deleterious 
policies  be  abandoned  in  favor  of  capitalism 
and  free  markets,  we  are  aiding  and  abetting 
in  the  continued  suffering  of  the  people  of 
Africa. 

In  this  same  light,  I  highly  recommend  the 
following  article  by  Allan  C.  Brownfeld  regard- 
ing the  need  for  African  States  to  reform  dra- 
matically their  economies. 

The  article  follows: 
A  Bitter  HARVEsr.  Atrican  States  Begin- 
ning To  Recognize  the  Failure  of  Social- 
ist Economies 

(By  Allan  C.  Brownfeld) 
The  nations  of  Africa  are,  by  any  stand- 
ard, an  economic  disaster  area. 

Wherever  one  looks,  the  picture  is  one  of 
declining  agricultural  production,  wide- 
spread ecological  destruction,  soaring  debt 
and  an  uncontrolled  expansion  of  popula- 
tion. As  a  whole,  Africa  is  growing  less  food 
per  capita  than  it  did  two  decades  ago. 
Rol)ert  S.  McNamara,  former  president  of 
the  World  Bank,  notes  that  "the  average 
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African,  who  depends  critically  on  agricul- 
ture for  a  living,  is  poorer  today  than  he 
was  in  1970.  If  the  problems  of  agriculture 
are  not  addressed  more  effectively,  he  will 
be  poorer  in  1990  than  he  was  at  the  time 
his  country  became  independent.  Famine, 
currently  restricted  to  years  of  drought  and 
to  only  a  few  countries,  will  become  every- 
day occurrence  affecting  a  majority  of  the 
sub-Saharan  nations." 

For  years  it  has  l>een  clear  that  the  reason 
for  Africa's  economic  decline  has  lieen  the 
socialist  philosophy  of  centralization  and 
politicization  of  the  market  that  has  domi- 
nated most  countries  on  the  continent. 

Massive  foreign  aid  from  the  United 
States  and  other  Western  countries  was  mis- 
used, in  Tanzania,  for  example,  the  govern- 
ment, at  a  cost  of  $130  million,  built  a 
modem  paper  mill  in  Mufindi  designed  to 
produce  up  to  70.000  metric  tons  of  paper 
goods  annually,  thereby  saving  the  country 
$20  million  in  foreign  currency  each  year.  In 
April,  after  six  months  of  production,  the 
plant  was  shut  down  l)ecause  of  prohibitive 
power  costs  and  few  orders.  The  paper  pro- 
duced by  the  mill  cost  $1,500  a  ton.  more 
than  two  and  a  half  times  the  cost  to  import 
the  same  paper. 

Tanzania,  when  it  achieved  independence, 
had  a  sisal  industry  that  was  the  pride  of 
Africa  and  a  major  foreign  exchange  earner. 
The  sisal  (a  plant  that  yields  a  strong  UXyer 
used  for  rope  and  sacking)  industry  was  na- 
tionalized. Almost  Immediately,  sisal  planta- 
tions deteriorated  under  inept  and  corrupt 
management. 

Tanzania's  official  market  for  food  and 
consumer  products  at  controlled  prices  has 
all  but  disap[>eared.  supplanted  by  a  black 
market  where  necessities  like  rice,  vegeta- 
bles, cooking  oil  and  shoes  are  available  but 
at  very  high  prices.  Small  coffee  growers 
who  have  not  been  paid  for  their  crop  by 
the  government  have  uprooted  coffee  plants 
to  grow  tomatoes,  which  at  least  can  be  sold 
on  the  unofficial  market. 

Finally.  African  leaders  are  coming  to  the 
realization  that  if  they  persist  in  their  state- 
managed  economies  only  disaster  lies  ahead. 

Early  in  June,  delegates  to  the  United  Na- 
tions from  African  and  industrialized  coun- ' 
tries  agreed  to  a  "spirit  of  genuine  and 
equal  partnership"  to  revive  Africa's  devas- 
tated economies.  The  document  approved 
after  a  week  of  negotiations  is  considered 
unusual  for  its  critical  tone.  The  document 
states  that.  "The  role  of  the  private  sector 
is  ...  to  be  encouraged  through  well-defined 
and  consistent  policies." 

Bolajl  Aklnyemi.  Nigerian  Minister  of  For- 
eign Relations,  said:  "We  in  Africa  are  fully 
aware  that  the  task  of  structural  transfor- 
mation will  require,  on  our  part,  a  radical 
change  in  development  priority.  It  is  obvi- 
ous that  the  widespread  low  level  of  produc- 
tivity of  the  African  economies  is  the  funda- 
mental cause  of  their  continued  underdevel- 
opment and  persistent  economic  crisis." 

£k;onomist  George  Ayitteh.  a  Ghanaian, 
declares  that.  "Until  economic  and  political 
freedoms  are  restored,  no  amount  of  aid  can 
rescue  Africa,  and  the  next  drought  will 
produce  a  holocaust  the  world  has  never 
seen  l)efore.  .  .  .  The  1984-85  tragedy  was 
not  due  so  much  to  the  drought.  Nor  was  it 
due  so  much  to  the  failure  of  foreign  gov- 
ernments. .  .  .  More  than  $80  billion  has 
l)een  pumped  into  Africa  since  1960.  Fur- 
thermore, according  to  the  U.N.  Food  and 
Agricultural  Organization's  1981  report, 
Africa  can  feed  itself  without  aid  or  reliance 
on  modem  farming  techniques." 

The  basic  cause  of  the  current  dilemma. 
Ayitteh  argues,  is  that,  "Virtually  all  the 
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African  nations  are  sliding  backward  eco- 
nomically. Real  income  per  capita  has 
dropped  by  14.6  percent  for  all  of  black 
Africa.  Food  production  per  person  fell  7 
percent  in  the  1960s.  15  percent  in  the 
1970s,  and  will  deteriorate  in  this  decade. 
Close  to  45  percent  of  black  Africa's  food  is 
now  imported,  despite  the  FAO's  assertion 
that  the  Congo,  alone,  can  .  .  .  feed  all  of 
black  Africa.  .  .  .  The  African  continent  has 
the  largest  untapped  natural  resources  in 
the  world.  .  .  .  Four  times  the  size  of  the 
U.S..  but  with  only  twice  the  population. 
Africa  does  not  suffer  from  the  maleffecta 
of  overpopulation." 

The  reason  for  the  current  economic  dis- 
aster, he  declares,  involves  two  basic  prob- 
lems: "The  first  was  the  orthodox  develop- 
ment models  (based  on  socialist,  central  gov- 
ernment-managed economies)  were  serious- 
ly flawed  .  .  .  Second  was  the  nature  of  po- 
litical leadership  in  Africa  ...  a  failure  of 
our  indigenous  African  standards  .  .  .  char- 
acterized by  megalomania,  one-man  rule, 
and  kleptocracy  (government  by  looters)." 

Professor  Peter  Berger  of  Boston  Univer- 
sity points  out  that.  "Among  the  socialist  re- 
gimes of  the  Third  World  there  is  not  a 
single  success  story  .  .  .  The  typical  record 
of  "Third  World  socialism  is  one  of  economic 
stagnation,  often  perpetuating  an  abject 
poverty  if  not  outright  starvation:  the  spe- 
cies of  egalltarianism  that  prevails  among 
the  masses'  is  one  of  an  equality  among 
serfs,  lorded  over  by  a  privileged  elite  of 
party  bueaucrats  or  managers." 

Not  only  is  socialist  economic  organization 
a  failure  in  economic  terms.  Berger  charges, 
it  is  immoral  as  well:  "The  moral  aspect  of 
this  ought  to  l>e  stressed.  A  heavy  moral  re- 
sponsibility rests  on  those  who  impose  un- 
productive and  inefficient  economic  ar- 
rangements on  developing  societies,  doubly 
so  when  these  arrangements  are  adhered  to 
in  the  face  of  hunger,  disease,  and  degrad- 
ing poverty.  It  is  obscenely  Inappropriate 
when  the  very  people  who  propagate  this 
criminal  waste  of  human  and  material  re- 
sources claim  to  be  or  to  represent  the 
'party  of  compassion.' " 

At  alx>ut  the  same  time  African  nations 
were  meeting  at  the  United  Nations,  a 
former  commissioner  of  relief  for  the  Marx- 
ist government  of  Ethiopia,  who  has  asked 
for  and  received  political  asylum  In  the 
Unites  States,  stated  that  Ethiopia's  Marx- 
ist regime— not  drought— was  responsible 
for  the  tragedy  of  that  country.  Dawit 
Wolde  Giorgis  remarked: 

"We  called  it  a  drought  problem,  but  it 
was  more  of  a  policy  problem.  Drought  only 
complicated  the  situation.  If  there  is  no 
change  in  our  policies,  there  will  always  lie 
millions  of  hungry  people  in  Ethiopia  .  .  . 
The  Marxist  leadership  lives  in  a  fantasy 
world  created  by  our  own  politics  and  imagi- 
nations. We  don't  realize  how  much  our 
people  are  suffering." 

The  Soviet  model  of  agriculture  and  eco- 
nomic organization— slavishly  imitated  in 
Ethiopia  and  elsewhere— has  led  Africa  to 
the  precipice  of  disaster.  Hopefully,  the  will- 
ingness to  tum  away  from  statist  economic 
policies  is  real— and  will  l>e  rapidly  imple- 
mented. 


Sontanthaw  <9R     lOati 
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HON.  ROBERT  E.  WOODWARD 
LAUDED  FOR  OUTSTANDING 
PUBUC  SERVICE 


HON.  ROBERT  T.  MATSUI 

or  CAUrORNIA 
IN  THE  HOUSE  OP  REPRESENTATIVES 

Friday,  September  26.  1986 

Mr.  MATSUI.  Mr.  Speaker.  I  rise  today  to 
bring  to  the  attention  of  the  House  of  Repre- 
sentatives the  retirement  of  the  Honorable 
RotMTt  E.  Woodward.  Robert  Woodward  has 
not  only  given  22  years  of  exemplary  service 
to  California  citizens  as  a  highly  respected 
bankmptcy  judge,  but  has  been  dedicated  to 
serving  the  public  for  more  than  45  years. 

After  receiving  his  juris  doctorate  degree 
from  Hastings  School  of  Law  In  1941,  Judge 
Woodward  forewent  the  financial  rewards  of 
private  practice  and  entered  the  Califomia  ju- 
dicial system  as  a  deputy  clerk  of  the  U.S.  dis- 
trict court  in  San  Francisco,  CA.  Thereafter, 
Judge  Woodward  continued  his  public  service 
career  holding  the  titles  of  deputy  district  at- 
torney, law  clerk  for  U.S.  District  Judge  Del  M. 
Lemmon,  ar>d  beir^  aF>pointed  as  bankruptcy 
judge  for  tfie  Eastern  District  of  California  on 
July  1,  1964. 

Aside  from  his  outstanding  service  on  the 
bench,  Robert  Woodward  Is  also  a  distin- 
guished member  of  ttie  State  Bar  of  California. 
Sacramento  County  Bar  Associatk)n.  Federal 
Bar  Association,  American  Bar  Association, 
and  Phi  Alpha  Delta 

Mr.  Speaker,  on  behalf  of  the  people  of 
Sacramento,  I  would  like  to  comnrfend  Judge 
Woodward  on  his  extraordinary  public  service 
career  spanning  over  four  decades  and  offer 
my  sincere  t>est  wishes  to  him,  his  wife  Eliza- 
beth, and  their  family  as  they  enter  a  well-de- 
served time  of  rest  and  relaxation  in  retire- 
ment. 


TRIBUTE  TO  DONALD  R. 
PORTIER 

SPEECH  OF 

HON.  ROBERT  H.  MICHEL 

OP  ILUIfOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Thursday,  September  25,  1986 

Mr.  MICHEL.  Mr.  Speaker,  I  wanted  to  join 
in  the  special  order  by  the  gentleman  from 
Missouri  (Mr.  CoifMAN],  atxxit  the  untimely 
death  of  Donakj  R.  Fortier,  the  former  director 
of  the  National  Security  Council. 

Much  has  been  said  about  how  hard  he 
worked  and  his  self-effadng  attitude  over  who 
should  get  ttie  credit  over  wfiat  was  actually 
accomplished. 

What  should  also  be  said  atxHJt  Don  was 
that  he  truly  understood  the  legislative  proc- 
ess. Yes,  he  was  quite  able  to  get  consensus 
within  tf)e  administration  as  major  foreign 
policy  questions  were  developed,  but  he  was 
also  abie  to  urxlerstand  how  we  here  on  ttie 
Hill  wouW  resporxj  to  such  foreign  policy  initia- 
tives. He  knew  wfiat  was  "doable"  both  within 
the  administration  and  in  tfie  legislative 
brarx:h. 

This  is  an  at>illty  not  often  experienced  by 
legislators.  Don  was  a  product  of  both  the  leg- 
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islative  branch  and  the  executive  branch  and 
he  was  able  to  blend  the  responsibilities  of 
both  with  the  result  that  much  was  accom- 
pllsfied  with  very  little  confrontation. 

That  was  the  type  of  man  Don  was— bril- 
liant yet  kind;  hard-working  and  compassion- 
ate; a  man  of  the  executive  yet  with  a  strong 
legislative  understanding. 

He  dealt  with  those  to  whom  the  practice  of 
politics  demanded  public  recognition  yet  he 
asked  for  none. 

It  is  these  qualities  of  the  man  that  make 
the  tragedy  of  his  death  even  more  difficult  to 
understand.  Only  39,  he  was  a  man  of  ex- 
traordinary ability  which  his  death  has  denied 
us.  In  such  a  relatively  short  life  he  taught  all 
of  us  who  knew  him  what  selfless  patriotism 
really  means. 
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second  nation.  In  this  manner,  the  producing 
nation  escapes  detection.  The  measure  now 
being  introduced  will  end  this  practice  by  man- 
dating that  all  steel  imports  be  accounted  to 
the  producing  nation. 

Several  nations,  obviously  afraid  of  fair 
competition  with  American  workers,  have  re- 
fused to  negotiate  equitable  VRA  quotas.  This 
legislation  is  designed  to  prod  them  into  com- 
pliance. Nations  that  refuse  to  reach  a  negoti- 
ated solution  would  have  their  current  import 
levels  reduced  to  70  percent. 

America's  economic  future  depends  on  a 
reduction  of  the  trade  deficit.  The  steel  indus- 
try, crucially  important  to  the  health  of  the 
Nation,  is  not  asking  for  handouts.  It  can  com- 
pete in  a  fair  market.  This  amendment  sup- 
ports fair  trade  and  gives  U.S.  industry  a  fight- 
ing chance. 


FAIR  TRADE  FOR  STEEL 


HON.  CARDISS  COLUNS 

OP  ILLINOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mrs.  COLLINS.  Mr.  Speaker,  it  is  indeed  a 
pleasure  to  stand  in  support  of  H.R  5591,  this 
important  bill  which  will  amend  the  Steel 
Import  Stabilization  Act.  I  am  proud  to  be  a 
cosponsor  of  the  effort  to  halt  America's 
growing  trade  deficit. 

The  steel  industry— once  the  pride  of  this 
Nation— is  dying.  It  is  dying,  not  from  old  age, 
but  from  evil  wounds  inflicted  by  the  unfair 
trading  practices  of  other  countries.  And  those 
inflicting  these  wounds  profess  to  t>e  our 
friends  and  allies. 

Amenca's  steel  industry  produces  a  worid- 
class  quality  product,  yet  it  is  rusting  away. 
Mills  are  closing,  laying  off  thousands  and 
thousands  of  employees.  Highly  trained  work- 
ers are  being  forced  onto  the  unemployment 
rolls.  Families  are  disrupted  and  many  proud 
Individuals  are  forced  to  seek  Government  as- 
sistance—all ttecause  of  imports. 

The  effect  of  unfair  foreign  competition  can 
cleariy  be  seen  in  the  area  of  specialty  steel. 
In  an  effort  to  remain  highly  competitive, 
American  specialty  mills  updated  their  facto- 
ries, restructured  their  internal  organization, 
and  renegotiated  labor  contracts.  In  spite  of 
these  efforts,  European  producers  undercut 
the  Americans  by  dumping  247,000  tons  of 
subsidized  stainless  sheet  and  strip  steel 
products  onto  the  U.S.  market  in  the  first 
quarter  of  1986.  In  doing  so.  these  nations 
usurped  23.8  percent  of  our  domestic  market. 
They  did  this  In  a  concerted  effort  to  undercut 
American  manufacturers  and  in  direct  violation 
of  negotiated  trade  agreements. 

Our  steel  companies  have  repeatedly  stated 
that  they  can  compete  on  a  fair  international 
market.  Tfiey  only  ask  that  all  steel-producing 
nations  competing  in  the  U.S.  market  negoti- 
ate Voluntary  Restraint  Agreements,  or  VRA's. 
Tfiese  agreements,  which  limit  imports  to  re- 
sponsible levels,  will  ensure  fair  competition. 
This  amendment  Is  designed  to  encourage 
VRA  compliance. 

Many  nations  are  avoiding  VRA  limits  t)y 
shipping  steel  products  to  other  nations  for 
finishing.  The  steel  Is  then  imported  Into  the 
United  States  as  if  it  were  a  product  of  the 


AGE  DISCRIMINATION-AN  UN  - 
JUST  SLAP  AT  OUR  MOST  PRE- 
CIOUS CITIZENS 


HON.  RAYMOND  J.  McGRATH 

OP  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  McGRATH.  Mr.  Speaker,  I  want  to  again 
express  my  support  of  H.R.  4154,  a  bill  de- 
signed to  end  an  unfair  situation  that  Is  plagu- 
ing citizens  who  are  over  the  age  of  70.  Cur- 
rently, the  Age  Discrimination  in  Employment 
Act  prohibits  discrimination  in  employment 
only  for  those  seeking  work  who  are  less  than 
70  years  of  age.  However,  as  many  people 
can  attest,  life  does  not  end  at  70.  And  in  ad- 
dition, the  ability  to  work  with  effectiveness 
and  pride  does  not  have  an  age  cap. 

This  bill,  which  is  championed  by  the  86- 
year-old  chairman  of  the  House  Rules  Com- 
mittee, is  a  commitment  of  the  Congress  to 
protect  the  jobs,  and  more  important  the  liveli- 
hood, of  our  older  Americans.  It  not  only  has 
the  wide  support  of  the  House,  but  of  the 
Governor  of  the  State  of  New  York,  the  AFL- 
CIO,  the  National  Council  of  Senior  Citizens, 
the  American  Federation  of  Teachers,  Natron- 
al  Council  on  Aging,  and  the  American  Asso- 
ciation of  Retired  Persons.  This  support  is 
proof  of  a  large  contingent  of  Americans  who 
believe  that  as  long  as  a  person  is  willing  and 
able  to  work,  a  70th  birthday  is  not  an  occa- 
sion to  declare  a  citizen  "unfit"  to  work  in  this 
country. 

There  Is  no  better  beacon  for  the  need  of 
this  legislation  than  the  person  who  currently 
resides  at  1600  Pennsylvania  Avenue.  The 
President  of  the  United  States,  75  years 
young.  Is  the  governmental  leader  of  this 
Nation.  Moreover,  he  Is  a  spiritual  leader,  a 
shining  illustration  of  all  older  Americans. 
Some  unfairiy  believe  that  these  Americans 
should  "pack  their  bags"  and  retire  to  pasture 
just  because  they  have  reached  a  chronologi- 
cal pinnacle.  This  theory  is  not  only  unfair,  it  is 
outright  absurd. 

As  a  proud  cosponsor  of  this  legislation,  I 
want  to  thank  all  of  my  colleagues  who  voted 
for  its  passage.  I  also  want  to  applaud  the  real 
sponsors  of  this  bill— our  older  Americans 
wtK>  want  to  continue  working  and  set  an  ex- 
ample for  all  of  us  to  follow. 
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HON.  DONALD  J.  PEASE 

OF  OHIO 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  PEASE.  Mr.  Speaker,  let  us  not  overes- 
timate the  agreement  reached  last  week  in 
Punta  del  Este.  What  has  happened  is  that 
GATT  memt)er  nations  have  agreed  to  negoti- 
ate for  the  next  5  to  10  years  to  explore  solu- 
tions to  the  many  problems  t>esettlng  the 
international  trading  system. 

Meanwhile,  the  U.S.  trade  deficit  is  soaring 
toward  the  S200  billion  level  for  1986— exact- 
ing a  staggering  toll  in  American  jobs  and 
businesses.  Yet,  the  Senate  refuses  to  take 
action  on  the  comprehensive  trade  bill  (H.R. 
4800)  that  was  passed  by  an  overwhelming  bi- 
partisan majority  last  May. 

The  following  article  by  Lane  Kirkland,  presi- 
dent of  the  AFL-CIO  that  appeared  in  today's 
New  York  Times  underscores  the  need  for 
prompt  action  by  the  Congress  and  the  Presi- 
dent to  reverse  the  alarming  decline  in  Ameri- 
ca's industrial  base  and  the  living  standards  of 
many  American  families. 
[Prom  the  New  York  Times,  Sept.  26.  1986] 
The  Pree-Trade  Myth  Is  Ruining  Us 
(By  Lane  Kirkland) 

Washington.— America  faces  an  economic 
crisis  caused  by  the  Administration's  infatu- 
ation with  the  long  dead  theory  of  "free 
trade."  To  deal  with  that  crisis,  the  Senate 
must  act  quickly  on  trade  reform  legislation 
passed  last  May  by  the  House. 

Scores  of  industries,  thousands  of  compa- 
nies and  millions  of  workers  are  drowning 
under  a  flood  of  imports  generated  by  for- 
eign government  initiatives  and  Washing- 
ton's neglect.  The  effects  are  felt  in  every 
sector  of  the  economy  through  plant  clos- 
ings, farm  foreclosures,  bankruptcies  and  re- 
cession-level unemployment. 

Yet,  President  Reagan  insists  that  "free 
trade  and  open  markets  .  .  .  generate  more 
Jobs,  a  more  productive  use  of  a  nation's  re- 
sources, more  rapid  innovation  and  high 
standards  of  living  tioth  for  this  nation  and 
its  trading  partners."  But  free  trade  doesn't 
exist  except  as  an  empty  slogan.  Not  a  prod- 
uct, commodity  or  service.  Including  money, 
moves  across  any  l>order  except  ours  under 
free  trade  conditions. 

Much  of  the  world  disavows  a  market 
economy  and  practices  the  most  brutal  form 
of  protectionism:  the  protection  of  mercan- 
tile power  and  profit.  Most  trade  is  not  open 
but  directed— directed  by  governments  in 
support  of  national  policies  and  multina- 
tional corporations  that  move  labor-inten- 
sive production  to  countries  with  the  most 
exploitable  workforce. 

There  are  no  open  markets  among  our 
trade  partners  in  the  European  Community, 
nor  in  Japan,  Brazil,  Taiwan,  South  Korea 
and  Mexico— not  unless  "free  and  open  mar- 
kets" means  import  quotas,  discriminatory 
performance  and  inspection  requirements, 
export  subsidies  and  incentives,  industrial 
targeting  programs,  controlled  currency  ex- 
change rates,  and  barter  agreements. 

There  is  no  sign  of  the  jolw  that  "free 
trade"  supposedly  generates.  The  Labor  De- 
partment reports  that  from  1979  through 
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1984,  11.5  million  workers  lost  Jobs  l>ecause 
of  plant  closings  or  layoffs  due  to  slack 
work. 

Living  standards  have  not  risen.  Real  av- 
erage weekly  earnings  for  production  work- 
ers fell  by  9  percent  from   1977  through 

1985.  Nearly  half  the  workers  displaced 
from  manufacturing  who  were  lucky  to  find 
jobs  were  forced  to  accept  lower  pay  and  re- 
duced living  standards. 

Their  loss  of  Jobs  has  not  brought  gains  to 
workers  overseas.  Too  many  less  developed 
nations  enjoy  booms  because  workers  are 
paid  rock  bottom  subsistence  wages,  are  for- 
bidden to  organize  and  bargain  collectively 
and  have  no  health  and  safety  protection, 
no  pension,  no  security. 

If  "free  trade"  benefits  anyone,  it  is  ma- 
nipulators who  depress  wages  in  order  to  in- 
flate profits.  They  are  absolved  of  guilt  by 
the  "free  trade"  evangelists  who  say  that 
our  "over-paid"  workers  have  "priced  them- 
selves out  of  the  market." 

What  is  going  overseas  are  not  only  Jobs 
that  sustain  millions  of  families  but  the  in- 
dustrial capacity  that  sustains  America. 
Company  after  company  is  no  longer  a  pro- 
ducer but  a  mere  relabeler  and  distributor 
of  imports.  And  foreign  label  goods  sold 
across  the  nation  cost  no  less  than  products 
once  made  here.  The  only  difference  is  that 
none  of  the  money  is  returned  as  wages  and 
payroll  taxes  to  communities  where  it  is 
spent. 

It  is  wrong  to  lat>el  the  Senate  trade  bill  as 
"protectionist."  It  is  a  response  to  virulent 
protectionism,  and  its  goal  is  to  expand 
trade  by  making  it  a  two-way  street  conduct- 
ed on  even  terms.  President  Reagan  prom- 
ises to  veto  it.  His  supporters  fear  "retalia- 
tion." They  argue  that  America  has  no 
moral  right  to  require  trading  partners  to 
adopt  humane  labor  standards.  If  other  na- 
tions treat  workers  like  dirt,  they  say,  we 
must  accept  "cultural  differences."  And  if 
our  corporations  make  fat  profits  because  of 
those  cultural  differences,  well,  that's  what 
"free  trade"  is  about. 

Accept  that  and  you  must  accept  the 
proposition  that  it  is  fair  to  allow  other 
countries,  aided  by  business  and  govern- 
ment, to  slash  American  standards  of  living 
and  human  decency  to  the  level  that  ex- 
ploiters growing  rich  off  the  free  trade 
myth  praise  as  "competitive."  Such  think- 
ing must  he  resisted.  The  labor  movement's 
historic  mission  is  not  to  lower  American 
standards  but  to  raise  them— and,  as  well,  to 
raise  the  world's  standards  to  our  level. 


H.R. 


5225:  A  SOLUTION  FOR  THE 
INSURANCE  CRISIS 


HON.  GEORGE  MILLER 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  MILLER  of  California.  Mr.  Speaker,  I 
supported  passage  of  H.R.  5225,  the  Liability 
Risk  Retention  Act  of  1 986,  which  amends  the 
Product  Liability  Act  to  allow  businesses  and 
individuals  to  form  groups  in  order  to  facilitate 
purchase  of  liability  insurance. 

This  is  a  necessary  and  timely  bill. 

Last  year,  the  Select  Committee  on  Chil- 
dren, Youth,  and  Families,  which  I  am  privi- 
leged to  chair,  held  hearings  to  Investigate  the 
crisis  in  availability  and  affordability  of  insur- 
ance for  chiki  care  providers.  Since  it  began 
last  summer,  this  crisis  has  grown,  extending 
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to  foster  care,  schools.  Head  Start  programs, 
and  well-established  young-serving  agencies. 

The  burdens  placed  on  these  agencies 
have  been  unacceptable. 

In  June,  at  a  California  hearing,  chaired  by 
the  State  insurance  commissioner,  it  was 
learned  that  until  recently,  32  YMCA's  in 
Orange  County  paid,  altogether,  $2,800  for  li- 
ability coverage.  Now,  with  lower  claims  limits, 
they  must  pay  more  than  $80,000.  What  could 
justify  such  an  outrageous  increase? 

According  to  the  California  Insurance  for 
Child  Care  Project,  374,000  California  young- 
sters are  in  child  care  facilities,  including 
family  day  care  homes.  The  mayor  of  Los  An- 
geles, Tom  Bradley,  estimated  in  June  that  70 
percent  of  these  were  going  without  insurance 
because  rates  are  so  high. 

We  need  a  better  approach. 

The  voluntary  market  assistance  plan  in 
California,  Cal  Care,  cleariy  isn't  working.  The 
Los  Angeles  Times  reported  that  of  473  appli- 
cants, out  of  the  thousands  without  insurance, 
only  84  policies  had  actually  been  written 
under  the  plan  as  of  June  1986,  because 
many  child  care  providers  still  cannot  afford 
the  rates  being  offered. 

As  alarming  is  the  loss  of  liability  insurance 
for  foster  care  parents,  who  are  often  the  last 
resort  for  children  abused,  neglected,  or 
thrown  away.  The  situation  became  so  severe 
in  California,  that  foster  care  parents  state- 
wide went  on  strike,  refusing  to  accept  any 
more  children  until  the  State  provided  assist- 
ance with  liability  insurance. 

In  my  own  district  of  Contra  Costa  County, 
there  are  currently  only  450  foster  homes  for 
850  children.  The  county  is  cor»cemed  about 
the  effect  that  the  rising  cost  of  liability  Insur- 
ance is  having  on  the  supply  of  foster  care 
homes.  According  to  the  director  of  tf>e 
county  social  services  department,  more 
foster  parents  are  b^ftg  lost  by  the  county 
each  year  than  are  being  gained.  The  county 
was  able  to  pay  for  coverage  for  foster  par- 
ents t>efore  the  cost  became  so  prohibitive. 

In  addition.  It  has  been  estimated  that  half 
of  the  2,000  family  day  care  providers  in 
Contra  Costa  County  are  operating  without  in- 
surar>ce,  and  forcing  parents  to  sign  waivers 
of  provider  liability. 

According  to  the  Diablo  Valley  Day  Care 
Providers  Association,  35  family  day  care  pro- 
viders have  shut  down  strictly  because  they 
couldn't  afford  the  insurance. 

During  the  past  year,  the  Children's  Founda- 
tion and  the  National  Association  for  the  Edu- 
cation of  Young  Children  released  their  own 
surveys  of  child  care  centers  and  family  day 
care  homes  nationwide.  Similar  to  the  findings 
of  the  select  committee,  they  concluded  that 
there  Is  no  actuarial  basis  for  the  cancella- 
tions or  increases  in  premiums. 

H.R.  5225  is  a  responsible,  important  action 
that  Congress  can  take  to  alleviate  some  of 
the  crisis,  and  I  urge  my  colleagues  to  support 
it. 

But  we  will  need  to  continue  our  efforts  on 
all  fronts  We  look  to  the  States,  whk:h  have 
the  authority  to  regulate  the  insurance  indus- 
try, for  a  responsible  solution  to  this  growing 
problem.  We  also  await  a  responsible,  volun- 
tary response  from  the  insurance  industry 
itself.  But  time  is  running  out. 
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There  have  been  a  few  noteworthy  attempts 
to  solve  the  availability  problem,  but  when  it 
comes  to  cost,  we've  been  told  to  wait  and 
tee. 

American  families,  who  depend  on  child 
care  to  go  to  work,  to  finish  school,  or  to  re- 
lieve daily  stress,  cannot  wait  another  2  or  3 
years  for  the  histoncal  cycle  in  the  insurance 
Industry  to  correct  itself  They  need  dependa- 
ble and  safe  child  care  now.  Foster  care  chil- 
dren should  be  guaranteed  a  safe  and  secure 
place  to  live. 

The  bHI  will  address  this  cnsis  by  enabling 
chJW  care  centers,  family  day  care  homes, 
foster  parents,  and  ottier  agencies  which  pro- 
vide services  to  children  and  families  to  join 
together  to  purchase  liability  insurance  on  a 
group  basis.  Without  this  legislation,  many 
States  will  continue  to  preclude  these  essen- 
tial children-serving  organizations  from  forming 
self-insurance  cooperatives  at  all,  and  the  in- 
surance they  need  to  protect  the  families  they 
serve  will  remain  out  of  their  reach. 


RULE  ON  H.R.  2248.  TO  AUTHOR- 
IZE APPROPRIATIONS  FOR 
THE  NATIONAL  HIGHWAY 
TRAFFIC  SAFETY  ADMINISTRA- 
TION. AND  FOR  OTHER  PUR- 
POSES 


HON.  DAN  ROSTENKOWSKI 

OF  ILUNOIS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  ROSTENKOWSKI.  Mr.  Speaker.  I  take 
this  opportunity  to  inform  my  colleagues  that 
the  Committee  on  Ways  and  Means  today  fa- 
vorably ordered  reported  to  the  House  of  Rep- 
resentatives H.R.  2248,  to  authorize  appro- 
priations for  the  National  Highway  Traffic 
Safety  Administration,  and  for  otfier  purposes. 

I  wish  to  serve  notice,  pursuant  to  the  rules 
of  the  DenrKxratic  Caucus,  that  I  have  been 
instructed  by  the  Committee  on  Ways  and 
Means  to  seek  less  than  an  open  rule  for  the 
consideration  of  those  provisions  of  this  legis- 
lation under  its  jurisdiction  by  the  House  of 
Representatives. 


STEEL  IMPORTS 


HON.  DOUG  WALGREN 

or  PENNSYLVANIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  WALGREN.  Mr.  Speaker,  in  support  of 
H.R.  5591,  bill  introduced  by  Congressman 
MuRTHA  on  steel  imports  and  voluntary  re- 
straint agreements. 

Mr.  Speaker,  this  week  I  joined  with  Con- 
gressman Jack  Murtha  as  an  original  co- 
sponsor  of  legislation  to  plug  the  loopholes  of 
the  PreskJent's  Voluntary  Restraint  Agree- 
ments [VRA's]  Program. 

The  President's  VRA  Program  promised 
import  target  levels  of  18.5  percent  for  fin- 
ished steel  products  and  20.2  percent  for  all 
steel  products.  But  in  1985  and  1986  steel  im- 
ports have  averaged  between  23  and  25  per- 
cent 


EXTENSIONS  OF  REMARKS 

In  the  first  quarter  of  this  year  imports  of 
stainless  steel  rod  were  at  38.5  percent;  alloy 
tool  steel  imports,  42  percent;  stainless  steel 
round  and  flat  wire,  44  percent. 

But  looking  at  specialty  steel  imports  by 
product  and  by  country  reveals  a  sinister  so- 
bering picture.  From  1985,  for  example,  stain- 
less wiro  imports  from  Canada  jumped  92  per- 
cent. 5  linless  plate  from  Sweden  climbed 
136  percent.  Stainless  pipe  and  tube  from 
Taiwan  grew  a  whopping  1 ,267  percent. 

Some  analysts  say  that  overall  steel  imports 
would  be  as  high  as  38  percent  without  the 
VRA  Program.  VRA's  have  had  some  positive 
effect,  but  it  is  clear  that  they  have  not 
worked  well,  for  several  reasons.  The  agree- 
ments are  complicated  to  enforce.  Foreign 
countries  have  found  ways  around  the  agree- 
ments—both blatant  and  subtle  circumvention. 
And  some  countnes — like  Canada,  Sweden, 
and  Taiwan— have  not  negotiated  agree- 
ments. 

I  participated  in  hearings  in  Pittsburgh  on 
April  4  of  this  year  where  witness  after  wit- 
ness descrit)ed  how  VRA's  are  avoided.  Some 
exporters  disguise  the  country  of  origin  or  the 
final  form  of  the  steel  products.  Some  steel  is 
passed  from  a  VRA  country  through  a  non- 
VRA  country  Ijefore  arriving  in  the  United 
States,  in  an  effort  to  elude  U.S.  Customs  offi- 
cials. Some  products  undergo  substantial 
transformation  In  nonparticipating  countries 
and  then  the  altered  products  come  in  uncre- 
dited  against  the  quotas  for  the  real  country  of 
origin. 

The  bill  we  are  introducting  takes  two  es- 
sential steps:  First,  it  would  require  that  all 
steel  entering  the  United  States  from  non- 
VRA  countries  be  allocated  to  the  real  country 
of  origin,  where  the  steel  is  melted  and 
poured,  regardless  of  wfiere  the  steel  Is  fin- 
ished. And  second,  the  bill  would  give  the 
United  States  Trade  Representative  90  days 
to  conclude  VRA  agreements  with  Canada, 
Taiwan,  and  Sweden— major  holdouts  at  this 
point.  If  no  agreement  is  reached  after  90 
days,  their  Imports  would  be  subject  to  a  limi- 
tation of  70  percent  of  their  level  in  1984 
when  the  VRA  Program  began.  This  would 
lower  imports  from  these  three  counlrles  from 
4  million  tons  now  coming  In  to  2.6  million 
tons  and  would  cut  Taiwan's  level  In  half. 

The  difficulties  with  the  VRA  Program  vertl- 
fies  the  need  for  tougher  trade  laws,  like  H.R. 
4800.  That  has  been  passed  by  the  House. 
But,  absent  the  comprehensive  reform  of 
trade  laws  like  those  provided  In  H.R.  4800, 
voluntary  agreements  are  just  that — voluntary. 
Clearly,  tougher  actions  are  needed.  I  hope 
this  bill  helps  put  some  teeth  Into  what  was 
meant  to  t)e  a  program  of  restraint,  not  volun- 
tary action. 
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United  States  and  the  prominent  role  to  Cali- 
fornia as  the  Nation's  leading  producer  of 
nonfuel  minerals. 

We  are  also  particulariy  aware  that  mining  is 
widely  considered  to  be  a  high  accident-risk 
industry. 

Therefore,  it  is  with  great  pride  that  I  an- 
nounce to  you  today  that  the  U.S.  Borax  & 
Chemical  Corp.'s  open  pit  mine  at  Boron,  CA, 
in  my  congressional  district,  received  the  1985 
Sentinels  of  Safety  Award  for  completing 
386.319  employee-hours  without  a  single  lost- 
workday  Injury. 

The  Sentinels  of  Safety  Award  is  the  Na- 
tion's most  prestigious  mine  safety  award  and 
Is  cosponsored  by  the  Mine  Safety  and  Health 
Administration  of  the  U.S.  Department  of 
Labor  and  the  American  Mining  Congress,  a 
trade  association  serving  the  U.S.  mining  in- 
dustry. 

I  would  also  like  to  make  note  of  the  out- 
standing safety  record  of  2,000,000  employee- 
hours  without  a  lost-workday  Injury  for  U.S. 
Borax's  total  operations  at  Boron  during  1985. 

The  efforts  of  U.S.  Borax  to  supply  our  Na- 
tion's mineral  needs  while  protection  the 
safety  of  those  who  produce  the  minerals  are 
worthy  of  our  gratitude  and  admiration.  I  would 
like  all  of  you  to  join  me  In  commending  the 
U.S.  Borax  employees  at  Boron  for  a  job  well 
done. 


SENTINELS  OF  SAFETY  AWARD 

HON.  WILLIAM  M.  THOMAS 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  THOMAS  of  California.  Mr.  Speaker, 
those  of  us  of  who  represent  the  States  of 
California  are  particularly  aware  of  the  strate- 
gk:  and  critical  importance  of  minerals  to  the 


BORIS  GHINIS  AND  FAMILY  AL- 
LOWED TO  LEAVE  THE  SOVIET 
UNION 


HON.  CHESTER  G.  ATKINS 

OF  MASSACHUSETTS 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 
Mr.  ATKINS.  Mr.  Speaker,  although  tensions 
between  the  United  States  and  the  Soviet 
Union  continue  to  mount  In  the  midst  of  the 
Nicholas  Danlloff  affair,  Inspiring  and  optimis- 
tic news  came  from  the  Soviet  Union  this  past 
week.  After  waiting  8  years  to  gain  permission 
to  emigrate  from  the  Soviet  Union,  Boris  and 
Irene  Ghinis  and  their  children  learned 
Wednesday,  September  24,  that  they  had 
been  granted  visas  to  leave  the  Soviet  Union 
and  be  reunited  with  their  family.  The  Ghlnises 
are  currently  In  Vienna,  Austria,  and  will  soon 
be  coming  to  the  United  States  to  live. 

Since  1978,  Mr.  and  Mrs.  Ghinis  had  ap- 
plied to  emigrate  from  the  Soviet  Union  on 
seven  occasions.  However,  each  time  they 
were  denied  because  Soviet  officials  alleged 
that  Mr.  Ghinis,  a  former  employee  at  the  Re- 
search Institute  of  the  Ministry  of  the  Radio  In- 
dustry, possessed  state  secrets.  After  their 
first  attempt  to  emigrate,  Mr.  Ghinis  was  fired 
from  his  job  and  since  then  had  to  support  his 
family  by  working  odd  jobs. 

The  Ghlnises'  release  is  a  just  and  long 
overdue  reward  for  their  undying  spirit  and 
dedication  to  human  rights.  In  the  eyes  of  the 
Soviet  Government,  the  members  of  the 
Ghinis  family  were  seen  as  outlaws,  not  be- 
cause they  had  committed  a  serious  crime 
against  the  state,  but  because  they  wished  to 
practice  their  religion  openly  and  exercise 
their  right  to  emigrate.  Despite  facing  econom- 
ic and  personal  hardship  over  the  past  8 
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years,  the  Ghinises  never  lost  their  will  to  live 
nor  their  will  to  be  free. 

However,  in  our  joy  over  the  release  of  the 
Ghinis  family,  we  must  not  turn  our  backs  to 
the  thousands  of  Jewish  prisoners  of  con- 
science who  remain  detained  in  the  Soviet 
Union,  the  victims  of  anti-Semitic  persecution. 
In  an  attempt  to  stifle  their  religious  beliefs 
and  public  expressions  of  their  human  rights, 
Soviets  Officials  continue  to  harass  and  intimi- 
date these  individuals.  Many  of  these  people, 
like  Boris  Ghinis,  are  dismissed  from  their  jobs 
and  forced  to  work  as  manual  laborers  for  low 
wages,  while  others  have  been  arrested  and 
sent  to  latx>r  camps. 

Over  the  past  year,  the  Soviet  Union  has  in- 
creased the  number  of  families  it  has  allowed 
to  emigrate  from  the  Soviet  Union.  Yet,  we 
must  not  become  complacent  alrout  the 
Soviet  human  rights  record.  There  are  still 
prisoners  of  conscience  in  the  Soviet  Union. 
We  must  steadfastly  continue  our  efforts  on 
the  behalf  of  Soviet  refuseniks  until  each  and 
every  one  of  them  who  wants  to  emigrate  is 
allowed  to  do  so. 

So,  Mr.  Speaker,  let  us  rise  and  congratu- 
late Boris  and  Irene  Ghinis  and  their  children 
on  their  new  found  freedom.  We  welcome 
them  to  a  new  world — one  where  they  can 
openly  practice  their  religion  and  live  with  dig- 
nity. Yet,  as  we  do,  let  us  not  forget  the  other 
Jewish  families  who  suffer  silently  in  the 
Soviet  Union,  awaiting  to  enjoy  the  same  free- 
dom. 


A  TRIBUTE  TO  TOM  KAISER 


HON.  WILUAM  CARNEY 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  CARNEY.  Mr.  Speaker,  the  people  of 
the  United  States  owe  a  deep  and  lasting 
debt  to  the  men  and  women  who  took  up 
arms  in  times  of  trouble  to  defend  this  great 
Nation  and  the  others  across  the  globe  that 
share  our  love  of  freedom.  It  Is  also  incum- 
bent upon  us  to  recognize  the  hard  work  and 
dedication  of  those  special  people  who  speak 
for  our  veterans  and  endeavor  to  keep  fresh 
the  memory  of  their  sacrifices  and  honorable 
service. 

I  consider  myself  fortunate  to  know  such  a 
man,  one  who  tirelessly  champions  veteran's 
causes  and  believes  strongly  that  we  as  a 
nation  must  not  rest  until  tiefore  gaining  a  full 
accounting  of  those  who  have  not  returned 
from  the  battlefield. 

A  fellow  Long  Islander,  Tom  Kaiser  served 
with  honor  and  distinction  as  American  Legion 
Vice  Commander  in  Suffolk  County.  He  previ- 
ously held  the  position  of  commander  in  our 
home  county's  chapter  of  the  Veterans  of  For- 
eign Wars. 

Tom  Kaiser  also  headed  the  American  Le- 
gion's statewide  effort  to  learn  the  fate  of  our 
soldiers  missing  In  action  in  Southeast  Asia,  a 
cause  to  which  he  has  been  dedicated  for 
more  than  1 3  years. 

In  addition  to  leading  the  efforts  to  build  six 
veteran's  monuments,  including  three  over- 
seas, Tom  is  currently  working  to  establish 
memorials  to  honor  the  women  veterans  who 
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served  this  country  over  the  past  210  years, 
and  the  soldiers  who  fought  the  Korean  war. 
Mr.  Speaker,  I  ask  my  colleagues  In  the 
House  to  join  me  in  paying  tribute  to  Tom 
Kaiser,  a  great  American  and  loyal  friend  of 
the  U.S.  serviceman. 


MASTER  RACE  BOOSTING  IS 
DANGEROUS  AND  OBSOLETE 


HON.  MAJOR  R.  OWENS 

OF  NEW  YORK 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  OWENS.  Mr.  Speaker,  genius  and  lead- 
ership abilities  are  found  all  over  the  globe 
wherever  there  are  human  beings.  In  all  racial, 
ethnic,  and  religious  groups,  and  at  all  income 
levels,  talent  and  intelligence  exist  in  great 
abundance.  The  challenge  of  the  20th  century 
is  the  challenge  of  providing  adequate  oppor- 
tunities for  the  full  development  of  human  po- 
tential wherever  it  is  found.  In  our  times, 
during  this  century,  we  have  soundly  defeated 
one  advocate  of  the  master  race  theory.  Un- 
fortunately, on  the  other  side  of  the  worid,  we 
are  now  hearing  the  same  dangerous  and  ob- 
solete boasting.  Prime  Minister  Nakasone  of 
Japan  has  misread  the  meaning  of  his  na- 
tion's present  economic  success  In  a  tone 
not  too  different  from  that  of  Hitler's  tone,  the 
Prime  Minister  of  Japan  tells  his  citizens  that 
they  are  superior  to  Americans  because  of 
their  racial  purity.  The  racial  and  ethnic  diver- 
sity of  America  which  is  part  of  what  makes 
this  Nation  great  is  viewed  by  Nakasone  as  an 
unfortunate  weakness. 

Despite  the  so-called  clarifying  statements, 
blacks,  Puerto  Ricans,  and  Mexicans  have 
ample  reason  to  protest  and  demand  an  apol- 
ogy. Prime  Ministers  and  public  officials  in 
high  places  are  well-trained  enough  to  know 
the  impact  of  such  statements.  There  has 
been  enough  confusion,  hardship,  and  suffer- 
ing caused  in  this  century  for  any  worid  leader 
to  realize  the  implications  of  such  racist  re- 
marks. We  demand  immediate  action  by  the 
Japanese  Government  to  rectify  this  insult. 
More  than  good  relations  with  its  major  trading 
partner  is  at  stake.  A  clearing  of  the  moral  at- 
mosphere of  the  entire  worid  is  the  objective. 
World  leaders  must  always  be  the  major  advo- 
cates of  peace  and  brotherhood.  World  lead- 
ers must  always  reinforce  the  truth  that  every 
human  being  is  sacred. 


USE  OF  FORCED  DUES  FOR 
POLITICAL  PURPOSES 


HON.  WILUAM  W.  COBEY  JR. 

OF  NORTH  CAROLINA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26.  1986 

Mr.  COBEY.  Mr.  Speaker,  during  the  last  2 
years,  I  have  tried  unsuccessfully  to  offer  an 
amendment  to  the  Treasury  postal  appropria- 
tions bill  that  would  limit  the  Federal  Elections 
Commission's  ability  to  Implement  any  future 
regulations  or  advisory  opinions  that  support 
the  use  of  compulsory  union  dues  for  political 
purposes. 
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This  amendment  would  support  four  U.S. 
Supreme  Court  decisions  that  have  ruled  as 
unconstitutional  the  use  of  forced  dues  from 
workers  used  for  political  purposes.  The  hor- 
rendous aspect  here  Is  that  workers  give  a 
good  share  of  their  paycheck  to  unions  '?r 
collective  bargaining.  The  unions  in  turn  use 
the  money  to  support  political  candidates  of 
their  choice,  not  necessarily  those  of  the 
worker  who  paid  that  money.  In  many  States 
that  do  not  have  right-to-work  laws,  workers 
who  do  not  desire  to  belong  to  a  union  are 
forced  to  pay  union  dues  which  are  in  turn 
used  for  political  purposes. 

Mr.  Speaker  this  practice  by  unions  is  wrong 
and  must  be  addressed  by  Congress.  Four 
Supreme  Court  decisions  support  this  action 
that  has  been  suffocated  in  this  House.  I  have 
personally  testified  before  the  House  Subcom- 
mittee on  Elections  on  this  very  issue.  There 
is  some  disagreement  on  how  to  remedy  this 
unfair  practice.  I  can  understand  that  there 
can  t>e  differences  of  opinion,  but  I  have  yet 
to  hear  from  one  Member  that  it  is  right  to 
force  workers  to  pay  dues  that  are  used 
against  their  will  to  support  political  causes 
that  they  disagree  with.  So  why  doesn't  the 
Subcommittee  on  Elections  actively  work  on 
the  legislation  Introduced  by  the  gentleman 
from  Alabama  that  will  stop  this  practice?  If 
there  isn't  a  misuse  of  funds  by  the  unions  on 
behalf  of  political  parties  and  candidates,  then 
why  is  it  ainwst  impossible  to  get  the  House 
to  act  on  legislation  that  is  validated  by  the 
four  Supreme  Court  decisions? 

I  will  continue  to  work  for  legislation  that  will 
stop  the  misuse  of  compulsory  dues  dollars  to 
finance  an  array  of  "in-kind"  campaign  serv- 
ices that,  are  used  wrongfully.  I  am  disappoint- 
ed that  the  leadership  in  this  House  did  not  at- 
tempt to  address  this  situation  and  I  can 
assure  you  of  my  determination  to  not  let  this 
issue  die  and  go  away. 


A  TRIBUTE  TO  REV.  ALBERT 
ELLIOTT  FREEMAN 


HON.  H.  JAMES  SAXTON 

OF  NEW  JERSEY 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  SAXTON.  Mr  Speaker,  I  rise  to  pay  trib- 
ute to  Rev  Albert  Elliott  Freeman  of  Mt.  Holly, 
NJ,  whose  active  Involvement  in  business, 
civic,  and  community  affairs  marks  him  as  one 
of  the  outstanding  citizens  of  New  Jersey's 
13th  Congressional  District. 

Reverend  Freeman's  personal  background 
includes  a  lengthy  career  as  owner,  editor, 
and  publisher  of  the  Buriington  County  Times 
Herald  newspaper;  as  president  of  the  Greater 
Mt.  Holly  Chambier  of  Commerce;  as  a 
member  of  the  Memorial  Hospital  of  Buriing- 
ton County  Foundation;  and,  rrrast  recently,  as 
an  ordained  priest  of  the  Episcopal  Church. 
These  are  but  a  few  of  his  many  accomplish- 
ments. 

The  date  of  October  23,  1986.  will  signify 
yet  another  important  occasion  for  Reverend 
Freeman.  This  dedicated  citizen  will  be  hon- 
ored for  his  service  as  chairman  of  tf>e  Mt. 
Holly  Military  Liaison  Committee,  an  organiza- 
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tion  which  promotes  harmony  between  the 
military  community  and  the  civilian  community. 

As  chairman,  he  has  t>een  charged  for  the 
past  30  years  with  organizing  the  Annual 
Greater  Mount  Holly  Chamber  of  Commerce 
Military  Reception — an  occasion  when  military 
personnel  from  Fort  Dix  and  McGuire  Air 
Force  Base  meet  with  civilian  leaders  as  part 
of  an  effort  to  promote  better  understanding 
and  cooperation.  And  it  is  this  year's  reception 
and  dinner,  on  October  23d,  when  Reverend 
Freeman  will  be  recognized  for  his  unselfish 
invoNement  and  dedication  to  duty. 

Mr.  Speaker,  Reverend  Freeman's  involve- 
ment in  local  government,  business,  and  pro- 
fessional organizations,  philanthropic  activi- 
ties, the  military  community,  and  religious 
community,  make  it  most  fitting  and  proper 
that  he  be  tnnored  for  his  active  and  unre- 
lenting pursuit  of  good  citizenship. 

I  thank  and  commend  the  liaison  committee 
for  according  Reverend  Freeman  this  recogni- 
tion, and  I'm  sure  all  my  colleagues  in  the 
House  will  want  to  join  with  me  in  congratulat- 
ing Reverend  Freeman  on  his  many  years  of 
accomplishments  and  dedication  to  those 
tf^ngs  which  t)olster  our  Nation's  strength  and 
democratic  principles. 


PERSONAL  EXPLANATION 


HON.  WILLIAM  L  DANNEMEYER 

OF  CALIFORNIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  DANNEMEYER    Mr.  Speaker,  due  to 
previous  commitments,  I  was  unable  to  attend 
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the  session  on  Friday,  September  19,  1986, 
and  subsequently  missed  three  rollcall  votes. 
Had  I  been  present,  I  would  have  voted: 

"No"  on  rollcall  No.  398,  the  Panetta 
amendment  to  the  Roberts  amendment,  that 
sought  to  give  the  Envi'onmental  Protection 
Agency  discretionary  authority  to  set  uniform 
pesticide  residue  standards,  rather  than  re- 
quiring EPA  to  issue  such  standards; 

"Aye"  on  rollcall  No.  399,  the  Roljerts 
amendment  as  amended  by  the  Stenholm 
substitute,  that  amends  the  Food  and  Drug 
Act,  rather  than  FIFRA,  to  establish  national 
standards  for  residues  of  pesticides  on  food 
products;  and 

'Aye"  on  rollcall  No.  400,  final  passage  of 
H.R.  2482,  to  amend  the  Federal  Insecticide, 
Fungicide  and  Rodenticide  Act. 
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INTRODUCTION  OF  BILL  TO  RE- 
INSTATE THE  3-YEAR  RECOV- 
ERY RULE 


HON.  HERBERT  H.  BATEMAN 

OF  VIRGINIA 
IN  THE  HOUSE  OF  REPRESENTATIVES 

Friday,  September  26,  1986 

Mr.  BATEMAN.  Mr.  Speaker,  yesterday  the 
House  of  Representatives  passed  H.R.  3838, 
the  tax  reform  bill.  Included  in  that  bill  Is  a 
provision  which  will  abruptly  and  unfairly 
impact  our  Federal  employees  and  many 
others  who  devote  their  working  lives  to  serv- 
ing the  public.  That  provision  Is  the  repeal  of 
the  3-year  basis  recovery  rule. 

As  you  probably  know,  the  3-year  recovery 
rule  allows  workers  who  retire  to  pay  no  taxes 


on  their  retirement  benefits  until  they  get  back 
an  amount  equal  to  the  amount  of  their  contri- 
butions to  their  retirement  plan.  This  is  only 
fair,  since  those  funds  were  taxed  when  the 
employee  first  earned  them. 

Under  the  tax-reform  plan,  the  retiree  will 
pay  taxes  on  his  retirement  benefits  from  the 
beginning.  Although  his  contributions  are  still 
tax-free,  that  tax-free  amount  will  now  be 
spread  out  over  many  years. 

What  makes  this  change  especially  dis- 
agreeable is  the  fact  that  it  is  retroactive,  af- 
fecting all  Government  workers  who  retired 
after  July  1,  1986.  This  means  that  many  new 
retirees  will  face  immediate  tax  burdens  much 
greater  than  they  could  possibly  have  planned 
for. 

Ironically,  this  change  which  so  hurts  Feder- 
al employees  actually  does  little  to  benefit  the 
Government's  finances.  It  if  an  accounting 
gimmick,  a  "quick-fix"  designed  to  increase 
tax  receipts  in  the  immediate  future,  but,  in  the 
long  run,  providing  no  substantial  increase  in 
revenue. 

Mr.  Speaker,  today  I  am  introducing  a  bill  to 
correct  the  injustice  to  public  employees 
which  will  occur  with  the  passage  of  the  tax 
reform  plan.  My  bill  directs  the  IRS  to  apply 
the  Internal  Revenue  Code  as  if  the  3-year  re- 
covery rule  were  still  in  effect.  This  means 
that,  even  if  the  tax  reform  bill  becomes  law, 
the  method  of  taxation  of  Government  retire- 
ment tienefits  will  not  change. 

I  urge  my  distinguished  colleagues  to  sup- 
port my  bill  to  preser/e  the  three-year  recov- 
ery rule,  and  join  me  in  a  bi-partisan  effort  to 
keep  the  government's  promise  to  our  public 
employees. 
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